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BZFORE THE
NEW MEXICO OIL CONSERVATION CONNISSION
Santa Fe, New Mexico
August 21, 1974

- EXAMIRER HEARING

i
)
IN THE MATTER OF: g
Application of Coquina 0il ;
Corporation for compulsory ) Case No. 5299
pooling, Eddy County, )
New Mexjico. )
)
- - - - - - - e -— -~ - - - -— ——— *
BEFORE: Richard L. Stamets, Examiner
= I TRANSCRTPT OF VEARTNG
APPEARANCES
For the New Mexico 0il Willjam Carr, Esq.
Conservation Commission: Legal Counsel for the
Commi ssion
State Land Office Building
For the Applicant: A. J. Losee, Esq. !
LOSEE & CARSON
Carper Building
‘ y Artesia, New Mexico
“ 1
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CASE 5299
| NIX-DIRECT R Page.. 3
MR. STAMETS: Case 5299.
I MR. CARR: Case 5299. Application of Cogquina
0il Corporation for compulsory pooiing, Bddy cougty,
New Mexjco. |
- MR. STAMETS: We call for sppsarances in Case 52

MR. LOSEB: A. J. Losee, Losee and Carson, Artesia
New Mexico, appearing on behalf of Coquina 0il Corporation.
I have one witness, Mr. Ralph Nix.

mRe STAMETS: Are thare anv other apvearancecs?
FIf_the witness will stand and be sworn, please.
(Witness sworn.)

RALPH NIX

examined and testified as follows:

DIRECT EXAMINATION
BY MR. LOSEE:

Q Would you state your name, please?

A Ralph Nix.

Q where do you live, Mr. Nix?

A Artesia, New Mexico.

Q What is your occupation?

A I am an oil operator,

Q How long have you been engaged in this occupation,
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A L0 years.
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A 3i, years.

Q You have not previously testified before this
Cormission, have you?
A I have not.

Q You do not have a degree in engineering or

A I do not.

[a) Danr manty wallae hawva wars smamdl atomabad 2o Jews Y s e -
i - - - - e e T N . hat s 2 PY i
! 1
- ! in southeastern New Mexico?

A Well over 300.
Q How many deep wells have you either participated
in or put the transactions together?
A Well, considerable over 30, T would say.
MR, LOSEE: Mr. Nix, Mr. Examjner, is 0t going
to testify with respect to geology. He has obtained that
|
I
from Mr. Lamb. Are his qualifications acceptable in that
experience in the field?
|
MR, STAMETS: The Evaminer recognizes Mr, Nix
as an expert oil operator of long standing.
l
1 THE WITNEZSS: I thank you, sir |
- - y - l
~
THE NYE REPORTING SERVICE
STATE-WIiDE DEPQSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 982-0386

A




CASE 5299 |
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BY MR. LOSEE:

Q Would you explain, Mr. Nix, the purpose of this

iApplicatlon of Coquina 0il Corporation?
A the purpcse of this is to pool all of the iﬁﬁﬁ&ﬂj
interests under the east haii ol Seciion 23, 22, 25, -
Q That is for the drilling of Coquina‘'s well in --
A (Interrupting) In the northeast of the southeast

or 1980 feet from the south, 680 fr5z the sast of 23.

Let me correct this. This is 218C feet from the south,

660 feet from the east of Section 23, 22, 25. Eddy County,
New Mexico.
I “ nave all ol the operators in that half section

agreed to drill this well?

: s b SRR
e g L E S Ui ot

A All except Inexco.

Q That is Inexc; 0il Company of Houston, Texas?

A That®s rigkt, sir. :
E Q And thev own the -- |

A (Interrupting) The rights under the southeast,

southeast of Section 23.
Q Is the well presently drilling?
A It is.

Q Please refer to what has been marked as Exhibit

N~ 2 ‘::_:_’.‘.; - ey i Uiie aica ditu CApLalil wnav 19 pornrayeug
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CASE 5299
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on this exhibit?

an?t ol A
.Y I STried

O prepare a map showing the acreage
involved and the wells that iere drilled ﬂithin‘;his radius
of some four miles of the proposed iuvaticn. ~ The eaat rare |
is marked in Section 23 and it is marked in yellow, outlined 7
in yellow. The location is with a purple dot, and the

Inexco acreage that we are asking to -- beiag asked to

force pool is the soutneast southeast of 23. The markings
on the map, the yellow dots are producing Morrow wells, @

and these yellow dots that are entirely circled in red

- T
i ave Morratrr walles &bhod oos 17 -— « - =

2L4C TASU Wiia pay vube 1he Rall-moon around
N vne yelléw vircle in red is Morrow wells that will not
pay out. There is Qne Merrﬁw well there without any
circle around it, and it is a new wel! that doesn't have
sufficient production for any history on it.

i Q Now, Mr. Nix, before ycu go further, the two

welis on this map that will pay out are located over in

the southeast corner of the Rocktank Thit Walle®

A Well, they are south -- ves, northeast part of

the Rocktank,

Q Well, they are in the southeast corner of the map?
A Yes, southwest.
!
"] Then, the one well that won't pay out is located
THE .IYE REP(\DTIF‘P QCD\II{‘E
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CASE 5299
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in this diagonal section to the drilling well?
{ A That's right.

(4] And the ane well that you don't have enough

history on i1s the Hanagaﬁ_ Petroleum Well in the soﬁth
central saction?

A That's right.

Q Go ahead, please?

A Sure. On these dots, as far as the Morrow wells
are concerned, you will notice that there is a figure on

there. In other words, in Section 25 where the field wae

based on, this well tested. roinec down. 8 and 3/L million

ont of the

- eem TV e oo 3 Fr o
yormrew, and thia WEili wWaS Carriead On. 1nys

;

=

well was drilled several years agc by Honolniu 0il Company,

and it was drilled to the Morrow and it was a dry hole.

Q Drilled to the Devonian.

A Devonian, pardon me. And at a later date., the -- E
| ' a
H al { T Avasmnoecnde 2 va o } A S s~ Ao P AT . .- - ;
g VLAl VvGa s w vilig ) WCLi g id 0 i) aAy AT AV E SN N VEY L I O

L,

entry, did Honolulu then attempt to come back up the |

hole and complete it in the Morrow?
A It is my understanding that they come back and
at that time it only tested a million in the Morrow at

that time.

_—

~ ML (.. rt siam mVciammad mmAd AlaAawmAAarnand®
- LIITAL LV TTAD A e e e e ol T |
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CASE 5299
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A It was plugged and abandoned. And then the Morrow

got hot again and Western went in there and tried direc-
‘tional drill and recomplete this well and was unable to do

so at that time,

That i{s Western 0il Producers?

-fﬂat's right.

They tried to recomplete it in the Morrow?
That's right, sir.

And it was dry?

That's right.

What are the green dots on your map?

> O = O » O > D

The green dots are wells that were oriiled to
the Pennsylvanian formation and are nroducers that are
either in the Atoka or the Canyon or the Delaware, the
Delaware being plugged back to vhe Delaware, of course,
and not in the -- but the well was drilled to a sufficient

Q What are the red dots?

A The red dots are -- they are dry holes that have
penetrated the Morrow zone.

Q wWhat is your analysis of the wells that have
penetrated the Morrow zone as reflected on this map by

virtue of your legend?
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NIX-DIRECT

D | | 8 A Well. the way thet T snzlyse il 1s Ghére are two
wells that will pay out. There is one well that'will not
pay out and one well without sufficient production or
history to tell about and teﬁ dry holes. |

Q So that out of the 14 wells there that have
penetrated the Morrow, two will pay out, or approxirately
144 percent of those holes drilled?

A That's right. Around 1l4.5.

Q But if this Hanagan Petrolsuz Wil duwn in

SRR TR S

Secvion i<, after sufficignt production history does
deternine that it is a commefcial producer, you wou'd have b
20 percent that would'pay out?

A That's the way 1 figure it.

Q Now, one other thing before we leave this map,
Mr. Nix. The well is located on a Federal Lease wiich

; nomenclature shows Franklin, Ashton and Fair, 1/74. Did
that lease expire on that date?

A It would have if this well had not oeen spudded
and drilling over the date of the lease, August 31st.

Q And the well is presently drilling?

A That's right.
i Q How many days from now do you estimate

be before the well is to total depth?

THE NYF REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (503) 982.0386

r"




S - AR : o e k

\' CASE 5299
NIX-DIRECT Page.. 30
— ‘
A Approximately 45 days.
Q  Approximately 45 days. Mow; this well 5= pr
jected to the Morrow, is that correct?
A That's right.
Q At approximately what depta?
A 11,500. 4
Q Well, I notice on the AFE it shows 11,750 oil
string. |
A fardon me. Being an operator, I am dealing in )
round figures. You are right. T stand corrected. |
ﬁ Q Ukay. Please refer to what has been marked as g
— Exhibjt 2, being the AFE. Was this prepared by Cnquina
- 0il Ccrporation under your direction?
~ A It sure was.
o Q Was a copy bf this AFE submitted to Inexco on
E July 57
i A It was.
E Q Have you examined the charges shown on this AFE,;
and in your opinion, do they appear reasonable?
A In today's prices, I think it is vervy reasonable.
Q And that is $239,200 for a dry hole and $410,500
for a producer?
— A Thatte right,
THE NYE REPORTING SERVICE
SANTA FE. NEW MEXICO 87501
TEL. (505) 982.0386




NIX-DIRECT Page... Ll ...

Q Now, Mr. Nix, did you and Raymond Lamb of Artesia
puv this drilling dsal Logeiuer?

A That*s right.

Q Would you just explain briefly to the Exaniner‘

the converééiions you had with Inexco in efforts to

participate in this well?
A Yes. As you say, Mr. Losee, Mr. Lamb had
considerable knowledge about the area and the well in

Section 25 and we decijded to put the deal together. Due

tn th

1

chart_torm lasca comathine h

~
P A - P wwisw wasLadde dbua

f.

n e AAana - hoa
- - - A s o

(3

area. Immediately, we contacted Franklin, Ashton and Faif,
Pennzoil, Wilson, and Western, and they all indicated their
willingness to gé.

Q By that, t§ farm out their acreage?

. Either farm 6ut ;r tb participate, but was very
anxious for us to cbntinue with the deal there because it

COK SCmebody Lo put it Tegether., Mr. Lamt had ccceasion
to be in the New Mexico 0il Conservation office in Artesia
on some matter not related to this, but he met a Mr. Riley
Fluellen with Inexco who was their own representative,

and at that time, Mr. Lamb explained to him what we were

trying to do, and Mr. Fluellen asked Mr. Lamb to put into

riting cur piropusal ol which Mr. Lamb did. He done this
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by letter of 4/18/7L, and this letter set out three pro-

poszls exactly the way it was made tO otnher parties.

Then, at a later date, he called Mr. Fluellen -- we hadn't

heard —- or“!g;“;gmb did, and I was on the conference

phone, and he told him that this matter had been referred

to Mr. Jack Gourley and that we would hear from him.

On May lst of that year, or this year, we got this letter |

from Mr. Gourley expressing his recommendation to the
Cémﬁany as to prposal No. 1 under the letter that I
referred vo of &/18/Ti.

Q What was that proposal on that letter of 4/18/7i
that he agreed to?

A The proposal was: (Reading) Proposal No. 1:
Join the Unit and pay your share of the cost of the first

well and proratijon unit and retain the interest throughout

‘the life of the well. (End of reading.)

In other words, to join and participate in the
unit, being the east half of 23, 22, 25.

Q Then on May 1 when he responded, Mr. Gourley dijd,
does his letter say that they would recommend the
Management Proposal N;. 1?

4 Tt dnse  Wonld van lila far ma ta read?

Q Just read that part of it, yes.

THE NYE REPORTING SERVICE
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CASE 5299
NiX-DIRECT ' 13

o " A (Reading) 1In regard to your letter to Mr. Riley
Fluellen of April 18th of '74, please be informed that
Inexco is willing to recommend to Managememt the joining

of the first well proposed by you in your letter. This

would he Proposal No

- - e

1T Af warvw Tarea
- N - Jv - N

—_—

er. (Bn ding.)

Q Then Mr. Lamb, again, wrot< a letter on May 28th,
did he not?

A He did.

Q And on June 10, Mr. Gourley responded that they
couldn't make,any firm coomjtment until they had a written
proposal, a more detaiied proposai?

A That's right.

- Q Then Mr. Lamb, on July 5, submitted to Mr. Gourley
the AFE and asked Tnexco to participate in the drilling of
the well to the extent of their 1/8 of the acreage?

A That's right.

Q Then on July 17, did Tnexco respond ta thig I

submjttal of the AFE, and if so, what was their response?

9

A July 177

[a) TasV or 1N
- VvWMLy LV

L

A Yes. Pardon me. (Reading) Inexco 0il Company
| is not interested in paying a proporticnate 1/8 interest

]in ohiY a one--half section unit. However, in the event a i
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STATE-WIDE DEPOSITION NOTARIES
22% 1OHNSON STREETY
SANTA FE, NEW MEXICO 87501
TEL. (505) 942-0386




CASE 5299
NIX-DIRECT Page.. L. ..

“working interest unit can be put together siailar to the

Ayaezi%r&ekreaarc: M3t 2o cwdlinsd o Four isvver WO We of
April 18th of *'74, we would be wiliing to recommend to |
H!ﬁnagement that we p@y our proportionate part of the dnnihﬁ
cost in the exploration well in the said unit, and con-
sequently earn our proportionate part of the farming acreage
in said unit. (End of reading.)

Q Now, at that time, Mr. Nix, you and Mr. Lamb had
already sold this proposal to Coquina 0il Corporation and
they had agreed to drill a well?

A That*s right.

Q And the lease was expiring on August 1?

A That's right. And further, I would like to add
this: That there was a reassignment clause in this lease
| from Franklin, Ashton and Fair back to the original lease-
holder and we had to get a commitment out of Coquina to
the fact that they would drill the well before this letter
here was ever written. In other words, that Coquina had
already commiited themselves before this lotter and at
this late datve, they are trying to change the whole deal
and it was impossible, Mr. Examiner, to do {t at this time.

Q Now. let me ask vou: Those letters that vcu have

been testifying to have been umarked as part of Exhibit 3,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 5299
NIX-DIRECT

and there are six of them in number dated April 18,
correct?

A That's correct.

Q With the exception of those letters, were Exhibits

1 and 2 prepared by you or under your supervision?
A That's right. o
MR. LOSEE: We move the introduction of those
exhibits, Mr. Examiner.
MR. STAMETS: They will he sz =2dxm
(Whereupon, Applicant's Exhibits Nos. 1, 2 and
3 were marked for jdentifjcation and admitted

intc evideacse.)

Q Mr. Nix, do you consider this proposed Morrow
test well a development well or wildcat?

A It is very wild.

Q And in the 8-mile north and south, and 10-mile :
long area that you have denoted, there is only two pPro-
ducing Morrows out of 14 drilled that will pay out?

A With the exception or the possibility that maybe--

“ < (I‘s]bc;xuphius) mMayUe tne nahagan WeLl?

B
<4

1

'S .
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T

Q Do you have an opinion as to what would be a

fair rj_;k factor, recognizing that the Commission's maximum

~authority is 200 percent in addition to the cost of drilline!

dn gy

the well as a proper risk factor for drilling this well?

A I think it is just about as high a risk factor

as you can get. We all know that the Morrsw i35 & high

i risk factor, and in an area with this many dry holes arounu ;

it, I would hate with my own money to drill it with any

less or even that.

Q Coquina has prepared a Joint Overating Agreement
and submitted it to the other participants. What is the
well supervision in that for wells 8000 to 12,000 feei?

A $146 a morth, and that is a very reasonable

-

figure as I se2 them go over my desk. :
Q@ Do you feel like the approval of this Application
will avoid the drilling of unnecessary wells and thereby -

prevent waste?

I have no further questions at this

T T Py Y

]
*

5
n
t=3
&
L1

time, Mr. Examiner.

CROSS EXAMINATION

BY MR. STAMETS:

Q Mr. Nix, there is one part of your testimony that
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P o ¥ I misunusrsboca.  Contorming the NeRitrick Camyom Well iz

Section 25, I believe you testified this was originally
drilled by Honolulu many vears ago and tested in warioue
gones and completed as a dry hole. Then the Western
Producers Company went into the well and tested the Morrow?
A Western -~ am T right on that name?
MR. LOSEE: Western 0il Producers of Roswell.
THE WITNESS: That's right.
Q Now, did they complatz thzt 45 a produceabie
Morrow Well or a dry hole? |
o~ A Né, sir, they were unable to even find an
indication that, you know, in there -- they went into the
old hole 2nd hid a wnipstop, as I understand Mr. Lamb --
he sat on the well for them -- and that they were very

unsuccessful on it.

MR, LOSEE: Then it was then abhandonegd®

THE WITNESS: Oh, yes.

BY MR. STAMETS:
Q I am curious about that because it is not covered

by a red circle which would indicate a dry hole which

Oar atwvn A b~ v r
oanatrated Shs Morow,

A Well, Mr. Lamb helped me prepare this before he

THE NYE REPORTING SERVICE
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NIX-CROSS Page..... 18

left, and possibly we should have done that because it is

{ @ dry hole. T think the reason we fixed it like this,

Mr. Examiner, is to show you that it did test in the
{ Morrow going down, and also had enough indication that
someone would go back into an old hole and try it. That's
possibly a mistake on my part on the way I fixed this
plat up.

Q The G;emissiSn recérds wouid reflect the true
status of this well?

A That's right, sir. It is definitely a"plugged
well.

Q Mr. Nix, in the normal course of events, would

this be a relatively short period of time for a company

-

S, Wy P mmmm e hem e la aven b bamd *™m
Such a5 InNSACO Vo maxs up Sheir mind and determine whether

A Well, Mr. Examiner, we started negotiating with

(= ool
~ e s

(42

&CX ja Aprii of this year, see, and gave them --

as you see on the exhibit there -- three different proposals
there, and they indicated from the very first letter on

that they would probably participate in the east half of

27. T1nen there was nothing to the contrary until after

the thing hod got oc chert 2nd we had fa da something. and

Coquina had to obligate themselves to Franklin, Ashton
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and FPair. Tn other wards, Franklin, Ashton and Fair had
their obligation to reassign this lease back within that
last 30 days, So we had to get a firm commitment from them,
and the first indication that we had on thLe deal of any
change was this letter of July 1Ctuh. -
Q Let's see. Mr. Lamb's letter of July 10th

appears to be the first notice that Inexco nad that the

well was to be operated by Coquina and what the AFE was

to be?
A Well there were several and numerous telephone

conversations, and as I say, Mr. Lamb handled the deal

entirely with Inexco, but I was on conference phones and f
%5 : they were advised before this date that Coquina had taken A
3 this. But to testify before you exactly when they were
notified, T couldn't do that, but they were notified by

phone.

Q You anticipate the completion date to be about
L5 days from today, and I would assume that you would like
an Order which would cause Inexco to make their determina-
tion nrinr tn *that Aot p?
A That's right, sir.
MR. STAMETS: Are there other questions of the

witness?
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MR. LOSEE: No questions, but I have a statememt.
Mit. STAMBIOS: 1T0oUu mAay Ue BXGuUIEd.
(Witness -di smissed.)
MR. LOSEE: First, the nschanics of the expiring
lease, of course, made it imperative that if the well was
going to be drilled, it would be started the day before

August 1st or the laase world rmm ont, We wounld rague

the Bxaminer -- and, of course, Inexco will have the period
of time that the Commission says after entry of the Order

witnin which to dscide to participale == aad ws would 1like

we haven't topped the Pennsylvanian formation at the time
they have to make their election.

I have nothing further.

MR. STAMETS: 1Is there anything further in this

case? If not, we will take the case under advisement.
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STATE OF NEW MEXICO )
)} ss.
COUNTY OF SANTA FE )

I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoirg and attached Transcript of Hearing
before the New Mexico 0il Conservation Commjssjon was
reported by me, aind Lhe same is a Lrue and Correci record
of the said proceedings, to the best of my knowledge, skill

and abjlity.

/L/M7‘6;L

\IU Vitr Lvof Vitl o

{ do hereby certify that the foregoing is
i coupiete record of the procendings n

the Brawinoy hcaﬂnv of Case No. iy A
i 04 Al 7 ” ‘ ,

" T A SRy Exaniner
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L R TRUMLLO
OIL CONSERVATION COMMISSION CHAIRMAN
~ STATE OF NEW MEXICO LAND COMMRENONER
P.0. BOX 2088 - SANTA FE i

August 27, 1974

R

Mr. A. J. Losee Re: CASE NO. 5299

Losee & Carson ORDER No. R-4845

Attorneys at Law ]

rost Office mox 23% : Applicant:

Artesia, N=w Mexico 88212 Coquina Gil Corporation .

Dear Sir:

Enclosed herewith are two copies ot the above-referenced
Commission order recentlv entarad in tha suhiect case

Very truly yours,
. Py

ayad )

. L,
AN (//@’/‘/Q:/L"/‘; ’
A. L. PORTER, Jr.
Secretary-Director

-~

ALP/ir

Copy of order alan sent+ +n-

Hobbs OCC X
Artesia OCC b4
Aztec OCC )

Other Inexco Oil Co., 1100 Milam Bldg. Suite 1900, Hcuston, 77002




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 NHO. 5299
Order No. R-4845

]

! APPLICATION OF COQUINA OIL
| CORPORATION FOR COMPULSORY
{

]

ORDER OF THE COMMISSION

BY THE COMMISSION:

{

i

b

3 This cause came on for hearing at 9 a.m. on August 21,
[ 1974, at Santa Fe, New Mexico, before Examiner Richard L. Sta-cts*
i

?g NOW, on this 27th day of August, 1974, the Commission,
i a quorum being present, having considered the testimony, the

| record, and the recommendations of the Examiner, and being

{ fully advised in the premises,

FINDS:

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

(2) That the applicant, Coquina 0il Corporation, sdeks f

an order pooling all mineral interests in the Pennsylvantan

i formation underlying the B/2 of Section z3, Township 22 South,
i Range 25 East, NMPM, Eddy County, New Mexico.

(3) That the applicant has the right ©O drill and i
Sriiiing its FAF Faderal Well No. 1 at a stendard locatio

¢ for said unit in the NE/4 SE/4 of said Section 23.

! 0

1=
!

{(4) That there are interest owners in the proposed pro-
ration unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each i
interest in said unit the opportunity to recover or receive !
without unnecessary expense his just and fair share of the gas E
in said poecl, the subject application should be approved by §
pooling all mineral interests, whatever they may be, within said !
unit.

(6) That the applicant should be designated the operator |
of the subject well and unit, 3
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(7) That any non-consenting working interest owner should
be afforded the opporturity to pay his share of estimated weall
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

(8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 200 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

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

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

(11) That $146.00 per month should be fixed as a reason-
able charge for supervision (combined fixed rates); that the
operator should be authorized to withhold from production the
proportionate share of such supervision charge attributable to
each non-consenting working interest, and in addition thereto,
the operator should be authorized to withhold from production
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,
attributable to each non-consenting working interest.

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

IT IS THEREFORE ORDERED: '

(1) That all mineral interests, whatever they may be,
in the Pennsylvanian formation underlying the E/2 of Section
23, Township 22 South, Range 25 East, NMPM, Eddy County, New
"{fexico, are hereby pooled to form a standard 320-acre gas
spacing and proration uni* to be dedicated to applicant's
FAF Federal Well No. 1, now being drilled at a standard loca-
tion for said unit in the NE/4 SE/4 of said Section 23.

PROVIDED HOWEVER, that should said well not be drilled
to comnletion. or abandonment, within 120 days after commence-
ment thereof, said operator shail appear before the Commissicn
and SnowW Gause wny Ordef (1) of this order should not be
rescinded.
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(2) That Coquina 0jil Corporation is hLereby designated
the operator of the subject well and unit.

(3) That after the effective date of this order the
operator shall furnish the Commission and each known working
interest owner in the subject unit an itemized schedule of
estimated well costs.

(4) That within 15 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
woikxing 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 pava his share of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

{S}) That the operatcr 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 Commission and the Commission has not objected within

45 days following raceipt of sga2id schedule, the actusl well

! costs shall be the reasonable well costs:; provided however,

that if there is an objection to actual well costs within =aid
45~-day periocd the Commission will determine reasonable well

 costs after public notice and hearing.

(6) 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 oro rata share of the amount
that reasonable well costs exceed estimated well costs and shall

. receive from the operator his pro rata share of the amount that
| estimated well costs exceed reasonable well costs.

{7) Tuat tiie cperator is hereby autnorized to withhold

. the following costs and charges from production:

(A} The pro rata share of reasonable well costs
attributable to each ron-consenting working
interest owner who has not paid his share of
estimated well costs within 15 days from the
date the schedule of estimated weli costs 1is
furnished to him.

(8) As a charge for the risk involved in the
drilling of the well, 200 percent of the
attributable to each non-conaunting working
interest owner who has not paid his share
of estimated well costs within 15 days from
the date the schedule of estimated well costs
is furnished to him,

1 ———




T-d-
CASE NO. 5299
" Ordexr No. R-4845

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

(9) That $146.00 per month is hereby fixed as a reason-

' able charge for supervision (combined fixed rates); that the
operator is hereby authorized to withhold from production the
proportionate share of such supervision charge attributable to
each non-consenting working interest, and in addition thereto,
the operator is hereby authorized to withhold from production
,,,,,, i the prapartionata ehare of =ctuzl gipenditures required for

}?operating such well, not in excess of what are reasonable,

. attributable to each non-consenting working interest.

; (10) That any unsevered mineral interest shall be considered
' a seven-eighths (7/8) working interest and a one-eighth (1/8)

" royalty interest for the purpose of allocating costs and charges
! under the terms of this order.

?1 (11) That any well costs or charges which are to be paid
: ount of production shall be withheld only from +he working

; interests share of production, and no costs or charges shazll

1 be withheld from production attributable to royalty interests.

= 1* (12) That all proceeds from production from the subject
: i well which are not disbursed for any reason shall be placed in
}zescrow in Bddy County, New Mexico, to be paid to the true owaer
! tnereof upon demand and proof of ownership; that the operator
! » shall notify the Commission of the mme and address of said
escrow agent within 90 days from the date of this order.

§ ¥ (13) That furisdiction of thie n~anes is retained for tha
{ L : i entry of such further orders as the Commission may deem necessary.

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

sabbe.

-

STATE OF NEW MEXICO
OIL CONSERVATICN COMMISSION

I. R. TRUJILLO, Chairman

.
A
C %3 i A ar

& 4
A. L. PORTER, Jr., Mempfr & Secretary

S EAT

ir/
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COQUINA OIL CORPORATION J{L H
BUILDING OF THE SOUTHWEST Ot CONSERVATIUA GacY b1 ses.aee
MIDLAND. TEXAS 7970! Sade - e

September 3, 1974

Re: McKittrick Prospect
E/2 Sec. 23, T-22-S,
R-25-E, Eddy County,
New Mexico
0CC Case #5298
Order #R-4BLS5

Certified Mail, Return
Receipt Requested

Inexco 0il Company
1120 Milam Dldg. -
Suite 1900

Houston, Texas 77002

Gentlemen:

Pursuant to the Conservation Commission's captioned _der,
a xerox copy which is enclosed for your reference, attached
is a revised copy of our AFE for the TAP Federal #1 well
which Is presently drilling on the captioned acerage. The
feregoing is furnished in compliance with paragraphs three
and four of the said Order.

Yours very truly,

COQULINA q;% CORPORATION

4

. Terrell Davis

-

FFD/js

cec/

New Mexico 0il Conservation
Capital Bldg.

Santa Fe, New Mexico 87501

ATTN: Mr. I.R. Trujillo

Mr. A.J. Losee
P.0. Drawer 239
Artesia, New Mexico 88210

Mr. Ralph Nix
204-A American Home Bldg.
Artesia, New Mexico 88210




Dockets Nos. 25-74 and 26-74 are tentatively set for hearing on September 4 and
September 18. Applications for hearing must be filed at least 22 days in advamnce
of hearing date.

Docket No. 24-74

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 21, 1974

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICF BUILDING -~ SANTA FE, NEW MEXICO

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

CASE 5294:

CASE 5295:

CASE 5296:

CASE 5297:

CASE 5298:

Application of Shenandoah 011 Corporation for a buffer zone allowable,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
the assignment of a special buffer zone allowable to its Gissler "A"
Wells Nos. 1 and 3, located 430 feet from the North line and 1720

feet from the West line, and 1320 feet from the North line and 2310
feet from the West line, respectively, of Section 23, Townskip 17
South, Range 30 East, Grayburg Jackson Pool, Eddy County, New Mexico.
These wells offset an active waterflood project and have received

an apparent response to water injection.

Application of Amoco Production Company for a non-standard proration
unit and simultaneous dedication, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks approval for a 480-acre non-standard
gas proration unit comprising the N/2 and SE/4 of Section 24, Township
20 South, Range 36 East, Eumont Gas Pool, Lea County, New Mexico, to be
simultanevusly dedicated to its Gillully Federal Gag Com Well No. 4 and
its Gillully "A" Federal Well No. 7 located in Units B and 0, respectively,
of said Section 24.

Application of Texaco Inc. for downhole commingling, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks authority to
commingle Vacuum-Upper Pennsylvanian production with the presently
commingled North Vacuum-Abo and North Vacuum-Wolfcamp production

in the wellbore in its New Mexico 'Q" State Well No. 4 located in
Unit P of Section 25, Township 17 South, Range 34 East, Vacuum rield,

Lea County, New Merico,

Application of Exxon Corporation for a non-standard proration unit and
simul taneous dedication, Lea County, New Mexico. Applicaat, in the
ahnwa—arulad ranae. seeks annroval for a 160-acre non-standard gas
proration unit comprising the NE/4 of Section 35, Township 20 South,
Range 36 East, Eumont Gas Pool, Lea County, New Mexico, to be simul-
taneously dedicated to its Eumont Gas Com 3 Well No. 1 and its Fopeano
Federal A/C Well No. 7, located in Units A and G, respectively, of said
Section 35.

Application of General American 011 Company of Texas for compuisory
pooling, Eddy County, New Mexico. Applicant, in the above-stvied

cause, seeks an order pooling all mineral Interests in the Pennsylvanian
formation underlying the E/2 of Section 29, Township 17 South, Range 29




Docket No. 23-74

DOCKET: COMMISSION HEARING - MONDAY - AUGUST 19, 1974

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE

BUILDING, SANTA FE, NEW MEXICO

CASE 5262:

(DE NOVO)

ir/

Application of Petro-Lewis Corporatiocn for pcol
contraction, creation, and special pool rules,
Sandoval County, New Mexico. Applicant, in the
above-styled cause, seeks the contraction of the
Media-Entrada 0il Pool by the deletion of the NW/4
of Section 22, Township 19 North, Range 3 Wesat,
Sandoval County, New Mexicu, ana thc crcation of a
new pool for Entrada production comprising said
lands. Applicant further seeks the promulgaticn
of special rules for said pool, including a pro-
vision for 160-acre proration units and the estab-
lishiment of a special depth bracket allowable for
said pool of up to 750 barrels per day.

Upon application of Petro-lLewis Corporation, this
case will be heard De Novo pursuant to the provisions
of Rule 1220.

In the matter of Case No. 5152 being reopened pur-
suant to the provisions of Order No. R-4713, which
order established a special depth bracket allowable
for the Media-Entrada 0Oil Pool, Sandoval County, New
Mexico. All interested parties may appear and show

cause why said special depth bracket allowabie should
not be rescinded.




txaminer Hearing - Wednesday - August 21, 1974 Docket No. 24-74
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(Case 5298 continued from Page 1)

East, 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 sald well and the alloca—
tion of such cost3, as well as actual cporating 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 5299: Application of Coquina 0il Corporation for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Pennsylvanian formatiom
underlying the E/2 of Section 23, Township 22 South, Range 25 East,
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
rort 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 applicart as operator of
the well and a charge for risk involved in driliing said well.

CASE 5300: Application of Mesa Petroleum Company for compulsory pooling, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Wolfcamp formation under-
lying the SE/4 of Section 7, Township 16 South, Range 36 East, North
Shoe Bar-Wolfcamp Pool, Lea County, New Mexico, tc be dedicated to a
well to be drilled 555 feet from the South line and 2085 feet from
the East line of said Section 7. Also to be comsidered 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 5301: Application of Cleary Petroleum Corporation for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks

! ; approval of the Quarry Unit Area comprising 5177 acres, more or less,

? i of Fee and Federal lands in Township 22 South, Range 32 East, Lea
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N. RAYSOND LAMB
P. O. Box 457
Artesia, New Mexico 882

Apcil 18, 1974

Mr. Reilly Fluellen, Exploration GeGlogis
Inexco 0il Company

1100 Milam Building, Suite 13800

Houston, Texas 77002

L)

Na - M it’;

AN - asman

ri
25, and

ck Unit, Secs. 23, 24
26,’T225, R25E

S Dear Reilly:

This letter is to confirm our conversation of tecent
date in the 0il Commission office in Artesia.

Your company owns the SE/4 SE/4, 40 acres, under lease
No. 10459 dated October 1, 1969, in Section 23, T22S, R25E,
Eddy County, New Mexicc. We are attempting to put together
a 4-section, 2560-acre, unit for a 11,700’ test to Morrow
formation. We submit three proposals for your consideration.

1. Join the unit and pay your share of the cost in
the first well and proration unit, and retain that interest
through the life of “he well.

2. SQama nf theo nwners desire to spread their inter-
est by amending interest in first well after payout to the
encire unit. In your case you would have 1/8th working in-
Lerest in first well to payout, then convert to 1/64th under
the well and cemainder of unit.

3. To farmout your 40Q-acre tract to operator and
retain 1/8th of 8/8ths royalty under your tract prorated to
the ororation unit,

lhe test well proration will ke E/2 Section 23.




Mr, Reilly Fluellen -
—2e April 18, 1974
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you in our conversation.

In view of the early expiration date of Franklin,
Aston, Fair lease, we would appreciate your earliest conven-

ient reply.
Respectfully submitted,

T
7] st ST

N. Raymond Lamb

NRL:rh
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INDXCO Ol COMPANY
May 1, 1974

Mr. N. Raymona Lamo
P.0. Box 457
Artesia, New Mexico 88210

Re: McKittrick Unit
Secs. 23, 24, 25 & 26
Twp. 22 S, Rge. 25 E

Dear Mr. Lamb,

In reqards to your letter to Mr. Reillv Fluellen af Anril 12 1074 nleace
be informed that Inexco is willing to recommend to management the joining

of the first well proposed by you in your letter. This would be proposal

number 1 of your letter.

Once you have determinea who the operator and /or other parties w
this venture, please make a formal written request to Inexco outl
plans in detail.

Yours very truly,

AN

INEXCO OIL COMPAN

\//,}'—Al mwnTav
— wrLey

[L AT S )

Area Landman v

36/ cjr

1100 MILAM BUILDING - SUITE 1900 - HOUSTON, TEXAS 77002 + {713} 237-330

hnas g L e d
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N, YriGiND LAMD
P.O. Box 457
Artesia, New Mexico 88210

May 28, 1974

Mr. Jack Gourley, Area Landman
Inexco 0il Company

1100 Milam Building, Suite 1900
Houston, Texas 77002

Re: McKittrick Unit
Secs. 23, 24, 25 &
N/2 & SE/4 26 T 22§
R25E

Dear Mr. Gourley:

For your convenience, attached is a copy of your letter
of May 1, 1974, pertaining to the above reference.

We are in the position of firming up the proposals so
that we can deliver the McKittrick deal. Our prime prospect
for the deal is Coquina Oil Corporaticn. You will be advised
of any change in operator.

We would appreciate your management, consideration and
approval in joining with us in the drilling ot the well in £/2
Sec. 23 T 22S R25E.

Your earliest reply would be a great help to us.

Respectfully submitted,

'r?;-\_\‘llnr \“r‘} Tamb

Dt S RS et S At A e e d

-
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N. RAYMOND LAMR
P.O. Box 457
Artesia, New Mexico 88210

May 28, 1974

Mr. Jack Gourley, Area Landman
Inexco 0il Company

1100 Milam Building, Suite 1900
Houston, Texas 77002

Re: McKittrick Unit
Secs. 23, 24, 25 &
N/2 & SE/4 26 T 22S
R25E

Dear Mr. Gourley:

For your convenience, attached is a copy of your letter
of May 1, 1974, pertaining to the above reference.

We are in the position of firming up the proposals so
that wc can deliver the McKitirick deal. Our prime brospect
for the deal is Coguina Oil Corporation. Vou will be advised
of any change in operator.

We would appreciate your management, consideration and
approval in joining with us in che drilling ot the well in E/z
Sec. 23 T 22S R25E. -

1y wonld be a great help to us.

- L

Respectfully submitted,

V4 e
“, o 4
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INDXCO O COMPANY
June 10, 1974

Mr. N. Raymond Lamb
P.0. Box 457
Artesia, New Mexico 88210

Re: McKitterick Unit
Secs. 23, 24, 25 &
N: & SE; of 26
T22S, R25E

Dear Mr. Lamb,

We are in receipt of your ieiier ui ray 20s 1574, regarding tho sbove
referenced acreage. Due to the heavy volume of farmouts being considered
by our company, we have a palicy of not requesting farmout agreements
from our contracts section until we have a firm commitment from a
prospective farmee.

Once yau have an operator for you prospect and are in a position to
make a definite proposition to Inexco with regards to the above men-
tioned area, we will be more than happy to request management approval.
In order to do this, we will need a detailed proposal, whereby, you set
out specifications such as proposed spud date, proposed toial depini,
objectives, etc.

Yours very truly,

INEXCO OIL COMPAL

JG/cer

HEG MILAM BUILDING + SUITE 1900 - HOUSTON, TEXAS 77002 (713) 237-3300




T it i Riodilgseny A ¢ vy

S APIER i PR

SURIRIRIEE, - AR, 4~

N. RAYMORD LAMB
P. O. Box 457
Artesia, New Mexioo 88210

July 5, 1974

AIR MAIL

Mx. Jack Gourley

Inexco 01l Company

1100 Milam Building, Suite 1500
Houston, Texas 770082

pear Mr. Gourley:

On April 18, 1974, we sulanitted three proposals for your con~
sideration in connection with the drilling of a Morrow test
wall in the E/2 Section 23, Township 22 Soauth, Range 25 Bast,
H.M.P.M. On May l, you informed me that Inexco was willing
to recommend to management the joining in the unit and paying
its share of costs of dArilling the first well and retain thae

intereat thxoush the life of the well

Coquina 0il Corporation, Midland, Texas, as operater, 15 pro-
posing ¢z &rill the MOorrow test well, looated 1 the HE/4 SE/4
of saiad Saction 23, dedicating the £/2 nf said section as the
spacing unit for the well. 1Inexco owns the SE/4 SE/4 of

vection 23 and 1/8th of the acreage included within the spacing
unit.

Accordingly, we encloma the 2PZ 5 Cougyuina for this well, dated
June 25, 1974, reflecting dry hole costs of $241,230 and flowing
well costs of $412,780. By reason of an August 1, 1974, expira-
tion date, it is necessary that Coquina cor:ience operations on
or before July 31, 1%74. Accordingly, we will appreciata your
early consideration tc the enclosed AFZ and return to us of

one approved copy.




£
g{_@.
Ev‘,
[
ko
% /

Mr. Jack Gourley
Inexco 0il Conpany July 3, 1974
02-

As soon as practioshla afe-— —_-_ L. . ux your AFE, Coguina will
rurnish you with an A,A.P.L, Form 610 Operating Agreement.

Very truly yours,

N. Raymond Lamb

Enclosure

(o~ ] l&‘ - R.lj* Bh
Cogquina 01l Corporation
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BNEXCO Ol COMPANY July 10, 1974

Mr. N. Raymond Lamb

Doct NELoe By ART

A i

Artesia, New Mexico 88210

Re: McKitirick Unit
Sections 23, 24, 25 and 26
Township 22 South, Range 25 East
Eddy County, New Mexico

Your Letter of July 5, 1974
Dear Mr. Lamb:

Pursuant with the above references, it was my understanding, subsequent to the time
of my ietter to you dated May 1, 1974, that by telephone | had told you that Inexco
would be willing to recommend to management that we pay our proportionate cost in
the captioned unit if a working interesi unit was formed. As you will recall from
said telephone conversation, you felt that this venture was dead due to reassignment
problems from some of the other companies in this area.

InexcoOil Company is not interested in paying our proportionate 1/8 interest in only
a one-half section unit. However, in the event a working interest unit can be put
fogether simiiar fo s mMaKitirick Unit as outlined in your letter o me dated April
18, 1974, we would be willing to recommend to management that we pay our pro-
portionate part of the drilling costs in the exploratory well in the said unit and

consequently, earn our proportionate part of farmin acreage in said unit,

- : In the above referenced letter you stated that Coquina must commence operations on
' or before July 31, 1974, This is a similar short notice situation which we were
faced with in our last conversations. [t is extremely difficult for 'nexco to evaluate
an A.F.E. and an operating agreement with such short notice. If you are able to
put a working interesi unit together as mentioned above, then we will need to
evaluate your operating agreement as soon as possible befcre an A.F.E, can be
approved,
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Mr. N. Raymond Lamb
July 10, 1974
Page Two

For me to be optimistic ic you, in view of the pressing time facter, regarding ol of
the above would be doing you a disservice. However, if you can put a working
interest unit deal together and forward your operating agreement quickly, | will do
the best | can.

Yours very truly,

INEXCO OIL COMPAN
=

ley
Landman
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LOSEE & CARSON, pa.
A.J4.LOSEE 300 AMERICAN HOME BUILDING AREA CODE s05
JOEL M. CARSON P.O.DRAWER 239 745-3508

ARTESIA, NEW MEXICO as210

19 July 1974
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New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

Gentlecmen:

Enclicsed herewith, you will please fiid, in triplicate,
Application of Coquina 0il Corporation for ccmpulsory
pooling, Eddy County. New Mexico.

We should appreciate your setting this matter for hearing
before an examiner at the earliest possible date.

Very truly yours,

LOSEE & CARSON, P.A.

AJL:jw
Enclosures

cc w/enclosure: Mr. F. Ferrell Davis,
Coquina 0il Corporation

j : Mr. N. Raymond Lamb
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STATE OF NE AEXICO
Y
- IN THE MATTER OF THE APPLICATION CFf )}
COQUINA OIL CORPORATION FOR )
COMPULSORY POOLING, EDDY COUNTY, ) Case No.
NEW MEXICO )

.

APPLICATION

COMES COQUINZ OIL CORPORATION, by its attorneys,
and in support hereof, respectfully states:

1. That, except as hereinafter noted, applicant is
the owner and operator of the entire working interest from the

surface through the Pennsylvanian formation underlying the

72
/&

Section 23, Township 22 South, Range 25 East, N.A.P.M.,

re
C
i

to be dedicated to a well located 2,180 feet from the South
line and 660 feet from the East line of said Section 23, Eddy
County, New Mexico.

2. By virtue of a farmout from Franklin, Aston &
Fair, Inc. and Pennzcil Company, applicant is the owner of

the oil and gas leasehold estate comprising the NE/4, N/2 SE/4,

SW/4 SE/4 of said Section 23.  Inexco 0il Company, 1100 Milam
—-———‘-/

T e—— e ——

Building, Suite 1900, Houston, Texas, 77002, is the owner of
the o0il and gas leasehold estate comprising the SE/4 SE/4 of

said Section 23, and it has nnt agreed to pool its intefffﬁ///

with applicant.

——ie

3. That, to avoid the drilling of unnecessary wells,

to protect correlative rights, and to afford the owner of each
interest in the E/2 of said Section 23 the opportunity to

recover or receive without unnecessary expense his just and
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fair share of the gas in said pool, all mineral interests,
whatever they may be, from the surface throujh the pPennsyivanian
formation underlying the E/2 of said Section 23 should be pooled.
4. That any non-consenting working interest owner
that does not pay his share of estimated well costs should have

withheld from production his share of the reasonable well
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for the risk involved in the drilling of the well.

5. That applicant should be authorized to withhold
from production the proportionate share of a reasonable super-
vision charge attributable to each non-consenting working inter-
est.

WHEREFORE, applicant prays:

A. That this application be set for heairing before
an examiner and that notice of said hearing be given as re-
guired by law.

B. That upon hearing, the Commission enter its order
pooling all mineral interests, whatever they may be, from the
surface through the Pennsylivanian formation underlying the E/2
of said Section 23, Township 22 South, Range 25 East, N.M.P.M.,
to form a 320-acre gas spacing unit to be dedicaied +o appli-
cant's well at a standard location 2,180 feet from the South
lJine and 660 feet from the East line of said Section 23.

C. And for such other relief as may be just in the
premises.

COQUINA OIL CORPORATION

N

A/ZJ. Losee fdr

P. O. Drawer 239
Artesia, New Mexico 88210

T.OSFF & CARSON D A
ne M CamstN, oA,

Attorneys Foir Applicant
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el BEFORE THE OTL COMSERVATION COMMISSION -~ - -~ =
' OF THE STATE OF NEW MEXICO

» & :
e , . DRAFT \ . \U/L_—f- :
i ) — /’$° v Den.V £ , -

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR , =
THE PURPOSE OF CONSIDERING:

T Y T

APPLICATION OF COQUINXA OIL CORPORATION
FOR COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO. :

AT

ORDER OF THE COMMISS _

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on _ August 21 ’ 19?
at Santa Fe, New Mexico, before Examiner Richard—iT—Stmmets— =
NOW, on this__ day of_August » 194 , the commission, -

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

D Tl
& 4800 &
et av——

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

i : (2) That the applicant, Coquina 0il Corporation .

seeks an order pooling all mineral interests in the

4§ i Pennsylvanian formation | underlying the E/2

;_ of Section 23 , Township 22‘SOuth » Range 25 East P
;k NMPM, C R Eddy County, Now

; Mexico.
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(3) That the applfﬁant has the right to drill e pIODOSe&.. :
W FRF Federv/ Wal. ”!
_ at a standard location for said unit /» <

(4) That ere are interest owners in the proposed proration
unit who have not agreed to pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to recover or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling all mineral interests, whatever theymay be, within said
unit.

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

(7) That any non-consenting working interest owner should

be afforded the opportunity to pay his share of estimated well

+
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costs to the operator in lieu of paying his share of reasonable ;%
:
3
|
3
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well costs out of production.

(8) That any non-consenting working interest owner that
does not pay his sharebof estimated well costs should have
Qithheld from production his share %ﬁ,the reasonable well costs é
plus an additional _ZM‘ ﬁthereof as a reasonable charge for thse
risk involved in the drilling of the well. % |

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

{10) That following 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 Tount
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated

well costs exceed reasonible well costs.
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(11) That g Zﬁ,m per month should be fixed as a reason- |

able charge for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the

? proportionate share of such supervision charge attributable to
each non-consenting working intercst, and in addition thereto,
the operator should be authorized to withhold from producﬁion S
the proportionate share of actual expenditures required for
operating the subject well, not in excess of what are reasonable,f%?‘

attributable to each non-consenting werking interest.

‘k' (12) That all proceeds from production from the subject

well which are not disbursed for any reason should be placed

in escrow to be paid to the true owner thereof upon demand and

proof of ownership.

3) That upon t

unitf to commence

~ 0o IT IS THEREFORE ORDERED:
(1) That all mineral interests, whatever they may be,

in the Pennsvlvanian ) formation underlying the E/2

of Secticn 23 , Township 22 South, Range 25 East , NMPM,

» Eddy  County, New Mexico,

{ are hereby pooled to form a standard é;;ch'acre gas spacing :
: 9/ Zee ¥} FFFFJfro/
eretbonlio doivdrdea i,

and proration unit to be dedicated to

ril
at“a standard Tocation for said unit  » M A}&/QM

oj— Seid feetow 28,
RROVIDE I ONEVER, —thrert—tire—operator of sald un

mence the drxilling of saild well on or befor e day
::mh*N\\\\“\\~> , 1978, and shall Teafter continue the

h due.di

drilling of said wel ¥gence to a depth sufficient to

test the _ Pennsylvanian forma*ion;

PROVIDE!' FURT
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PROVIDED ,that should said well not ha drilled

completion, or abandonment, within 120 days after commencement
t thereof, said operator shall appear before the Commission and

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

(2) That Coquina 0il Corporation is hereby designétedf?

the operator of the subject well and unit.

(3) That after the effective date of this order aﬁ% il i

unit an itemized schedule of estimated well costs.

L3
{4) That withinaée days from the date the schedule of

Py

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
i share of reasonable well costs out of production, and that any

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

i vided above shall remain liable for operating costs but shall

i not be liable for risk charges.

FONPRpEVIRN I

(5) That the operator shall furnish the Commission and each
Y} known worling interest owner an itemized schedule cf 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

e e bmaa R YT ORI R et ANHERNE e Paa

following receipt of said schedule, the actual wall costs shall

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

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

the Commission will determine reasonable well costs after public
notice and hearing.

(b) ‘'rhat within b0 days rollowlng determination of reason-—
able well costs, any non-consenting working interest owner that

has paid his share of estimated costs in advance as provided

e §a a b At AN ket <R Ak it Ay g e s i s & e Rt
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above shall pay to th< operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

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

(B) As a charge for the risk involved in
drilling of the well, L0V of the pro rata .
share of reascnable well costs attributable
to each non-consenting working interest
owner who has nbt paid his share of estimated
well costs within égrdays from the date the

schedule of estimated well costs is furnished

to him.

(8) That the operator shall distribute said costs and

cha

roag withheld From nyoduc+inon
rges withheld Irom procuctior

the well costs.

is hereby authorized to withhold
share of such supervision charge
consenting working interest, and

is hereby authorized to withhold
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(9) That j!ﬁ&,w per month is hereby fixed as a reasonable

charge for supervision (combined

fixed rates); that the operator
from production the proportionateé
attributable to each non-

in addition thereto, the operator;

from production the propourtionate

share of actual expenditures required for operating such well,

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

consenting working interest.

i
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(10) That any unsevered mineral interest shall be cgﬁgidgred
a seven-eighths (7/8) working interest and a cnec-cighth (1/8)
royalty interest for the purpose of allocating costs and charges
under the terms of this order.

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

out of production shall be withheld only from the working

interests share of production, and no costs or charges shall

be withheld from productioh attributable to royalty interests.
(12) That all proceeds from production from the subject

well which are not disbursed for any reason shall be placed in

escrow in Eddy County, New Mexico, to be paid to the true owner

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 order.

(13) That 3jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.i;

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

designated. i




