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CASE 6763: ADAMS EXPLORATION COMPANY
FOR COMPULSORY POOLING AND AN UNOKTHODOX
LOCATION, LEA COUNTY, NEW MEXICO







'BY THE DIVISION:

STATE OF NEW MEXICO
CHERCY AND MINEBALS DEPARTMINT
OIL CONSERVATION DIVISIOHN

IN THE MATTER OF THC IIEARING
CALLED BY THE OIL COWSERVATION

"DIVISION rOR THE PURPOSE OF

CONSIDERING:

CASDE NO, 6763
Order No., R=-6232

APPLICATION OF ADAMS EXPLORATION

AT IS a e

"COMPANY FOR COMPULSQORY POOLING AND
AN UNOKTHODOX LOCATICN, LBEA COoUNTY,

'NEW MEXICO.,

ORDER OF THE DIVISION

This cause came on for hearing at 9 a.m. on December 12,

11979, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this +1, day of January, 1980, the Division

QDirector, having considered the testimony, the record, and the
:recommendations of the Examiner, and being fully advised in the
. premises,

FINDS:

{1) That due public notice having been given as requirea

be law, the Division has jurisdiction of this canse z2nd &thc
.subject matter thereof.

{2) That the applicant, Adams Exploration Company, seeks

-an order pooling all mineral interests in the North Oaudo-
“Morrow Gas Pool underlying Secticon 1g, Township 20 South, Range
:36 East, NMPM, North Osudo-Morrow Gas Pool, Lea County, New
‘Mexico, to form a standard 640-acre gas proration unit for said

‘pool.

{3) That the applicant has the right to drill and proposes

‘to drill a well for said unit at an unorthodox location 660 feet
~from the South line and 660 feet from the West line of said
Section 16.

(4) That there are intersest owners in the propesed pro-

fration unit who have not agreed tc pool their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
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interest in =said unit the opportunity to recover or receive
without unnecessary expense hiis iust and fair share of the gas

in said pool, the subject application should be approved by
pooling all mineral interests, whatever they may be, within

-gaid unit.

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

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

‘be afforded the opportunity to pay his share of estimated well
"costs to the operaicr in lisu nf paving his share of reasonable
‘well costs out of production.

(8) That any non-~consenting workinyg iaiiocé nwmar that

ﬁdoes not pay his share of estimated well costs shouid have
swithheld from production his share of the reamonable well costs

‘plus an additional 2Z00 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

{2) That any non-consenting interest owner should be

“afforded the opportunity to obiect to the actual well costs but
“that aciual well costs should be adopted as the reasonable well
"costs in the absence of such objsction.

2% AN

{18} That following determination of reasonable well costs,

.any non-consenting working interest owner that has paid his
‘share of estimated ccstes should pay to the operator any amoudnt

that reasonable well costs exceed estimated weil <Czte and

-

"should receive from the operator any amount that paid estimated
~well costs exceed reasonable well costs.

(11) That $3000.00 per month while drilling and $300.00

UEST month while producing shonld be fixed as reascnable charges
1 for supervision (combinsd £ized ratesjj that the opeiatsr zhould

- e

“be authorized to withhold from production the pisuistionatae
‘share of such supervision charges attrikutable 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 operat~

‘ing the subject well, not in excess of what are reasonable,

fattributable to sach non-consenting working interest.

(12) That all proceeds from production from the subiect
well which are not dishursed for any reason should be placed

+

“in escrow to e paid tc the true owner thereof upon demand and

proof of ownership.
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(13) That upon the failure of the operator of said pooled
unit to commence drilling c{ the well t¢ which said unit is
dedicated on or before April 1, 1980, the order pooling said
unit should become null and void and of no effect whatsocever.

IT IS THUEREFORE ORDERID:

(1) That all mineral interests, whatever they mav be.
in the North Osudo-Morrow Gas Poo}! nde:lying Section 16, Town-
rhin 28 Souin, Range 36 East, NMPM, North Osudo-Morrow Gas Pool,
Laa County, New Mexico, are hereby pooled to form a standard

640-acre gas spacing and proration unit to be dedicated to a

well to he Arilled at an uncrihocdox iocatlion 660 feet from the
€outh line and 660 feet trom the West line of said Section 16,
which location is hereby approved.

PROVIDED HOWEVER, that the operator of said unit shall
gormaence tne arilliing of said well on or before the first day
of April, 1980, and shall thereafter continue the drilling of
s8aid well with due diligence to a depth sufficient to test the

Morrow formation;

PROVIDED FURTHER, that in the event said operator does not
commence the drilling of said well on or before the first day
of April, 1980, Order (1) of this order shall be null and void
and of no effect whatsoever, unless said operator obtains a time
¢xrtension from the Division for good cause shown.

PROVIDED FURTHFR, that should said well not be drilled to
¢ompletisn, Or avandonment, within 120 days after commencement
thereof, said operater shall anre=r %=forc the Givision Director ,
anAd ko Zouse winy vrder (1) of this order should not be rescinded.:

{2) That Adams bxaploration Company is hereby designated the
0perator of the subject well and unit.

(3) That after the effective date of this order and within
90 daye pricr to commencing said well, the operator shall furnish
the Division and eacl: kinown working interest owner in the subhiect
unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
astimated 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
ghare of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as pro~-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.
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(5) That the operator shall furnish the Division and each
known working interest owner an itemized schedule of actual well
custs within 90 days following completion of the wellj that if
no objection to the actual well costs is received by the Division
and the Division has not objected within 45 days following receipt
of said schedule, the actual well costs shall be the reasonable
well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division will
determine reasonahle well costsa after public notice and haarina.

(6) That within 60 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid h*s share of estimated costs in advance as provided

Pl — e = i am A Rm s e e
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that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that

estinated well costs exceed reasonable well costs.

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

{A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not+ naid hia ahare of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him,

(B) is a charge for the risk involved in the
driliing of the well, 200 percent of the pro
raTa \nNare or reasonahle wall coats attribu-—
table to each non-consenting working interest
owner who has not paid his aharae of estimated
well costs within 30 days from the date the
schedule of estimated well cOsts 1s rurnisned
to him,

{3 That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(3) That $3000.00 per month while drilling and $300.00
while producing are hereby fixed as reasonable charges for
supervision {combined fixed rates); that the operator is hereby

authorized to withhold from production the proportionate share
of such 5\_1_ppv'v" sinn charges attribuntahle tc each nnn-ﬁonseq*‘lnn

charges ibu non
working interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionate share

of actual expenditures required for operating such well, not in



[ AR I

cap g e o -

P

s

RE L £

Y

TR

g, gt

C;se No, €763
{Order No. R~-6232

excess of what are reasonable, attributable to each non-
consenting working interest.

(1¢) That any unsevered mineral interest shall ce considered
& 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.

(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 production attributable tu royalty interests.

3 {(1Z2) That all proceeds from prcduction from the subject
well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be paid to
the true owner thereof upon demand and proof of owineishipj that
the operator shall notify the Division of the name and address
Of said escrow agent within 30 days from the date of first
deposit with said escrow agent.

(13) That jurisdiction of this cause 1t retained for the
éntry of such further orders as the Division may deem recessary.

: DONE at Santa Fe, New ¥~xico, on the day and year herein-
daLbO\‘r_eA des ignated.

STATE OF NEW MEXICO
: O L CONSERVATION DIVISION
T

//JSOE D. RAMEY _~
' / Director

ta/




KELLAHIN and KELLAHIN

ATTORNEYS AT LAW
BOO DON GASPAR AVENUE
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JASON W. KELLAWIN

KAREN AUBKREY

March 10, 1980

Mr. Joe D. Ramey

011 Conservation Civision

P. 0. Box 2088 '
Santa Fe, New Mexico 87501

re: Adams xploration Company

- . VYA
Loellv, LN I

Our firm represents Adams Exploration Company. The New — b
Mexico 0il Conservation Division entered Order No. R-6232 on =="" /L7¢25’f

January 9, 1980, approving Adams Exploration Company's forced
pooling application.

That order provided that the well must be commenced by
April 1, 1980. The order further provided that the Division may

~ aommoncement date far cond rance
commencement cate Ioar gand cance

. James C. Brown of Adams
Expioration Company that 1n Lecemper Ol 1977, Adams eascuied
and paid for a drilling contract with Warton Drilling Company
to drill the subject well. I am further informed that the most
efficieni scheduling of ithe Warivn rvig will cause the subject well
to be commenced after April 1, 1980, but prior to May 1 1980.
Adams is unable iuv couwwence the subject well priocr to Ap
1980 without incurring additicnal expense.

Accordingly, I would appreciate an extension of the
subject order to provide for a commencement date not later

than May 15, 1980.

Very truly-~fou

W. Thomag‘ éifahin» ~
{ P
APPROVED:

CIL NSERVAT

. ,D%ﬁl—
DJ%Z; Libf/c’ZfJ//%;ip

7

cc: Mr. James C. Brown
WIK:msf




BRUCE KING
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LARRY XEHOE

QECRETARY

STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

Ol CONSERVATION DIVISION

POST OFFICE BOX 2088
STATE LAND OFFiCL BUL.GING
SANTA FE, NEW MEXICO 87501

t505) B27-2434
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Kellahin & Kellahin
P. 0. Box 1769
Santa Fe, New Mexico 87501

Attention: Mr. W, T. Kellahin

Re: Order No. R—-6232
Case No. 6763

Gentlemen:

Reference is made to your letter dated February 19,
1980, wherein you advise that Adams Exploration Company
has determined that an unorthodox gas well location 1650
feet from the South line and 660 feet from the West line
of Section 16, Township 20 South, Range 36 East, NMPM,
Lea County, New Mexico, 1s preferable to the unorthodox
location approved by Order No. R-6232, said approved
location being 660 feet from the South and West lines
ol Section io.

Inasmuch as the new proposed unorthodox location
is less unorthodox than the previously approved one,
and the only affected offset operator has waived objec-
tion to your drilling at the new proposed location,
the amended location is hereby approved.

Yours very truly,

JOE D. RAMEY
Dlrector

JDR/DSN/fd
cc: OCD Hobbs
“Case File 6763

Well Flie L—L1L0—ZGo—30n AQalls
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Jason Kellahin
W. Thomas Kellahin )
Santa Fe, New Mexi

—_—
Karen Aubrey

February 19, 1980

e - _. - W
ML Qi Mutter

011 Conservation pivision
P. 0. Box 2088

ganta Fe, New Mexico 87501

re: Adams Exploration Company
case No. 6762
order No. R-6232Z

Dear Dan:
nuary 23, 1980,

.» conversation of Ja
Hamon, the

iIn accordance with our
T have obtained and enclosed 2 waiver from Jake L.
affected of fset operator, in the referenced case.
R-€£232 approves at unortho-
gubsequent to entry

You will recall that Order No-
new unor-

dox well location 660" FSL and 660" FWL.
of the Order, Adams Exploration Company determined a
thosox well location 660' FWL and 1650!' FSL of Section 16

would be a tetter location.
amend Oul 1acation without

rmed me that we coulid amet
om Mr. Hamon.

You had info
provided we obtained 2 waiver fr

another hearing.

1 would appreciate*wm;providing us with approval to comnmence

the nhove Crder, put at the new location.
- .

a well pursuant o the

yer? truly y@urs;
oy 7
I /1',

I3

in

- p—

s i
W. ! Tiromas Vel lahl

' /

!

encl.

cc: amee C. Brown

EA

wTK:msf

cor! J
SERVATION DIVISION  Telepbone 932-4285%
Area Code 505
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D ADAMS
EXPLORATION

CCMPANY

a division of
ADAMS ENERGY

January 31, 1980

Jake I,. Hamon
6il Petrcileum Building
Midland, Texas 79701

Attn: John Casey

KRG : T-20-5, R-36-~E, NMPM,
LEA COUNTY, NEW MEXICO
Sec. 16

Dear Sir:

It is our understanding that you own an interest in and
cpcrate £il 2nd aae leacec from which there is Morrow aas
producticn in Secs. 17 and 20, T-20-S, R-36-E, NMPM, LEA COUNTY,
NEW MEXICO. Those leases offset the above Sec. 16 to the west and
south. As you know, Adams Exploration Company owns oil and gas
operating rights in Sec. 1t and has obtained approval for an
unorthodox location for a Morrow gas test 660' FSL and 660' FWL
of Sec. 16. You previously waived your right to object to our
application for approval of such unorthodox location.

We have now decided that geologically, a better location
for our Morrow gas test would be 660° FWL and 103G’ F3L of Sec. ié.
We ask that you waive your right to object to this new unorthodox-
location by signing a copy of this letter and returning it to us a
we have to go to the New Mexico 0il Conservation Division for their
approval.

Thank you for your help in this matter.

Yours truly,

ADAMS EXPLORATION COMPANY

By Q(‘M«U [ - /-LW/

James C. Brown

JCB/jipk
410 WEST OHIO - SUITE 202 MIDLAND, TEXAS 79701 PHONE (915) £€83-3303



Jake L., Hamon
January 31, 1980
Page -2-

i The undersigned hereby waives its

right to object to your proposed
, new uncrthodox location this 31st
, day of January, 1980.

Jake I,. Hamon

vy Zhosti 5 é«mg/}




STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
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EXAMINER HEARING

IN THE MATTER Ur i

Application of Adams Exploration

[ A N . I W

CASE &7¢3
Company for compulsory pooling and
i poihadax Joecation, Lea County,
New Mexico.
BEFPQORE: Daniel S. Nutter
TRAMNSCRIPT OF HEARING
APPEARANCES
For the 0il Conservation Ernest L, Padilla, Esg.
Division: Legal Counsel to the Division

State Land Office Bldg.
Santa Fe, New Mexico 875Ql

For the applicant: W. Thomas Kellahin, Esqg.
KELLAHIN & KELLAHIN
500 Don Gaspar
Santa Fe. MNew Mexico £275C1
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MARK SWINFURYR
Direct Examination by Mr. Kellanln 3
Cross Examination by Mr. Nutter 13 . s
EXHI BITS
: Applicant Exhibit One; plat 4
: applicant Exhibit Two, AFE 8
Applicant Exhibit Three: Letter 9
Applicant Exhibit Four, Letter 10
Applicant Exhibit Five. Letter 1
12

Applicant Exhibit gix, Letter
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MR. NUTTER: Call Case Number 6763.

MR. PADILLA: Application of Adams Ex-~
ploration Company for compulscry pooling and an unorthodox
loccaticon, Lea County, New Mexico.

MR. KELLAHIN: I'm Tom Kellahin of Santa
applicant, and I have one

witness.

(Witness sworn.)

MARK SWINFURTH
being called as a witness and having been duly sworn upon

his na{-h: testified as ‘Fn'l'lnx.rc, oA

DIRECT EXAMINATION

)
Pl
)
:
-
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]
)
{
$
tH
!
)
e
¥

you're employed, and in what capacity?

A My name is Mark Swinfurth. I'm employed
by Adams Exploration Company as a geologist.

0. Mr. Swinfurth, have you previously testi-
fied before the Division as a geologist?

A I have.

0. And were your dqualifications accepted and
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made a matter of record?

A They were.

0. And have you made a study of and are you
familiar with the facts surrounding this particular appli-
cation?

A Yes, I have.

MR, KELLAHIN: We tender Mr, Swinfurth
as an expert geologist.

MR, NUTTER: Mr,., Swinfurth is gqualified.

0 Would you please refer to what we've
it Numbher One and identify that?

A Exhibit Number One is a structure map
of a portion of Lea County in the North Osudo-Morrow Field.
The structure contours are on top of the Morrow Clastic
section.

I've aisu shown on this mar Section 16,
in which we propose to form a 640-acre proration unit and
drill an unorthodox location, which is shown in red in the
southwest guarter ©f Secticn 16.

Also on the map I have shown in yellow
hachured area, which is now designated the Osudo North-
Morrow Field, and those wells are shown in yellow, which
ars 2len in tbat field.

Q. What is the exact footage location for

the proposed well?

B | o ulhdi e



2 The proposed location would be 660 fee:

from the south and west lines of Section 16.

Q. And what acreage would you dedicate to
the well?

A, 640 acres, the total of Section 16.

o} What ie a standard location for the North

Osudo-Morrow Pool?

A The standard location wculd be 1650
from the lease -- from the secticon line.
0. Are any of the Morrow wells drilled in

the North Osudo Field at a standard location?

A To date one has been drilled. 1It's the
Redfern Well in Section 18. It's a 1650 location out of
the south and east lines of that section.

2nd there are =zome =even other wells that

)

are at unorthodox locations?
A That is right.

n
s

. il riaht Wonid vou expiain to the
Examiner why you propose to drill at this unorthodox loca-
tion as opposed to a standard lccation?

A Yes, sir. Studies of the Morrow Sands
which produce in the field indicate that from well to well
it's very difficult to determine the sand thicknesses and

+ha =sand presence in any direction from our known wells.

So the closer that we can get to production would minimize




the risk . It is known that to the east in

Continental Sanderson had nco Mcrrow Sand.

o That's in Section 9?
A In Section 9.
o) Okay.
j A In the northeast quarter

- Also, in Section 14 Lo the east of Section

Section 9, the

of Section 9.

16 the Continental

Sanderscon A-14 had no Morrow Sand in the well,

Scmewnere between the well in Secticon 17

and the well in Section 9 the Morrow Sand apparently is

ne longer present. I have shcwn on my map a line, a north/

w ~ south heavy line, which indicates as best I can that place

where Morrow Sand is no longer present in an up-dip direction.

Q That's not an absolute line bhased upon
kiiown geological data, is it, Mr. Swinfurth?
A, No, sir, that's -- that's a hedge, right

down the center of thie section. I cannot

say whether it

would be closer to the wast side o closer to the east

side. A1l T know is that it is in some -- somewhere between

the well in 17 and the well in 9, ihe Morrow Sand is not

present.

Q. Would vou turn to the structural contours

and explain to us what, if any, significance structure plays

with regards to this Morrow Field?






to drain this particular proration unit?

A Yes, sir, we feel that’'s the optimum
location.
0. Would you please refer to what we've

marked as Exhibit Number Two, and identify that?

A Yes, sir. Exhibit Number Two is author-
ity for expenditure pertaining to the well which we propose
to drill in the southwest quarter of Section 16. the Adams
No. 1 State 16.

0. Would you summarize for us what those

X
L4

o

ces ié anticvipated to be?

A The drilling costs, a total drilling
cost of $846,700 is expected for completed well to the Mor-
row at approximately 11,800 feet,

o} Let's take a moment and go back to Ex-
it Number One and have you describe for me what the
ownership is in Section 16 and which of the owners have
agreed to participate in the drilling of the well and which
ones have not.

A Adams wmXploration Company has obtained

a farmout from Cotton Petroleum: for the west half of Sec-
tion 16, 320 acres.

Adams has also obtained a written approval

from the southeast guarter participants, Zachry, Penrose,




1

and Charm, Wiser 0il for the southeast quarter of Section
16 to also farmout to Adams.
Amoco owns the northeast quarter of Section
16 and they have not as vet agreed to farmout or join our
proposed well.
Q. Excluding Amoco for the moment, has the
proposed authority for expenditure been tendered and ac-

cented hv all of the other interested working parties in

A Yes, sir. They have - - I'm not sure
tha+ +hev have returned -- we have not sianed an operating
agreement as yet. They have said they will farmout to us
and I don't know the status of whether they've apprcved
our AFE or not.

0. 211 right. Based upon your knowledge,
though, Mr. Swinfurth, the prcposed AFE to tiwe besi ui youxr
knowledge is consistent and acceptable for drilling of
Morrow wells to this depth in this area?

A Yes, sir, it is.

0 would you rerer to wiat we ve mainsd a8
Exhibit Number Three and identity that?

A Exhibit Number Three is a letter from
Adams Exploration Company to Amoco Production Company in

Houston asking them to either farmout to us or join us in

the drilling of the proposed well.




F.

0 And that letter was sent certified mail
return receipt reguested?

A Yes, sir, it was,

Q. And what, if any, response did you receive
from Amoco?

A We received a letter from Amoco saying
that they would -- they would consider joining or farming
out to us on the basis of a 50 percent back-in after payout
of the well. We had obtained a third back-in commitment
from Cotton, from Charm, and from Penrose, and we felt that
under the circumstances, the high risk of the well, would
Only Subsiantiaite a third back-in.

Amoco was not -- has not agreed to that
and so we have come to the Commission to ask for same re-
lief.

0. I refer youn to Applicant Exhibit Number

2ol A kA diAdenti fu +hat
==L on o 1dentar v othatr

A That is the letter in which 2moco said
they would farmouvt on a 50 percent back-in after payout.
But they said that if the well location exzeption in which

tter My el e~ Faa
. — ——— -~ \.n."--l‘v b N ol

£cn ticn cxzeption, i€ +hat+ excention
is granted by the Commission, they would re-evaluate their
participation in the well.

0. You indicated just a mament ago that you

felt the proposed prospect was a high risk, Mr. Swinfurth.

BN el 4 aed i e st e
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Can yoy make g Tecammendatjion to the Examiner as to what
you anticipate that rjgk to be?

)R Well r would slay that that location ig
& very high risk location, Partially que to some depletion
from the wells t+o the west of us and ¢ Course, knowing
that there is 3 Siiaie ont of the Morrow Sands, the producing
Sands to the €ast of us, we are risking considerably drilling

in that Section at all.

A I woula Tecommend that a full 200 per-
cent rigk factor be imposed op Amoco,

Q And you desire that Adams Explnr_ticn
Company be designated the Operator?

A I do.

0 ¥hat are Yyour plans for drilling the welj,

. I S TN AN
[T —
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mission sees fit, that they will rule on our application as
soon as possible,

0. Do you have a recammendation to make to
the Examiner with regardc to nverhead charges to be assessed
on a proportionate basis against Amoco? While drilling and
after completion of the well?

A Yes, sir. I understand that approximately
$3000 per month while drilling and $300 a month charges after
completion are approximately what is being done in the area,
and I would recommend those charges being imposed.

0. In regards ioc this annlication for the
unorthodox location, Mr, Swinfurth, have you notified all
offsetting operators of vour proposed lccation?

A Yes, sir, we have. We notified Ameradz,
who is the offset operatcr to the south.

Q Ané what, if any, response did you receive
from Amerada?

A And in our Exhibit Number Six we would
received notification that they would not oppose cur proposed
location.

I have also verbally been in contact with
Hamon, who :5 the onerator to the west and they have ver-
bally told me that they wculd in fact send us a letter «isd

stating that they had no objection to our proposed location.
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0 Were Exhibits One through Six prepared
by you directly or compiled under your direction and
supervision?
A Yes, they were,
o And in your opinion will approval of
this appliication be in the best interests of conservation,

the prevention of waste, and the protection of correlative
rights?
A Yes.
MR. KELLAHIN: Move the introduction of
Exhibits One through Six.
MR, NUTTER: Applicant's Exhibits One

through Six will ke =2dmitted in evidence.

CROSS EXAMIMATION

BY MR. NUTTER:

n Mr. Swinfurth, all this correspondence

that we have here between Amoco and Adams apparently <easc
with this letter from Adams on Novemper 26th, in which

you advised them that you'd be having a hearing for the

T . . T

560 /660 location., wWas Uisis aiy Laing Siginsiicaal 2Z2ut

[+h}

the fact that in their letter of November 14th they were

talking about a well to be drilled at an orthodox location

in Section 167

Sl ik e i
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A No, sir. The -- originally when we talked
to them, which is back in the middle of the summer, by
phone, we nroposed an unorthodox location to them and sub-

sequently they didn't answer us at all.

We then nronoced
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continued to talk about a regular spaced location; however,
by phone later they have agreed that if we are -- we do ob-
tain a 660 location, they will join in the drilling with
us.

0 I see, so there's considerably more risk
in drilling a standard location than this unorthodox loca-
tion.

A Yes, sir, there is.

0. And they have indicated that they would
voluntarily joiﬁ with you in the drilling of the well if

You -
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660/660 location.

A That is right., We plan to drill the
well, if we cannot get a 660 loce?! on, at a regular location,
but it would be ~- it would reduce our risk, obhviously, to

drill at 660 and it would also reduce our risk to have Amoco




ioin us. So for all those reasons we ask for a 660 loca-
tion.
MR. NUTTER: Are there any further ques-
tions of the witness? He may be excused.
Do you have anything further, Mr. Kellailn?
MR. KELLAHIN: No, sir.
MR, NUTTER: Does anyone have anything
they wish toc offer in Case Number 67637

We'll take the case under advisement.

(Hearing concludecd.)
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REPORTER'S CERTIFICATE

I, SALLY Ww. BOYD, a Certified Shorthand Reporter. .
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REBY ChERYLLr

[H
us
ja}]

+ +he foregoing and attached Transcript

]
O
=

of Hearing before the ©€il Conservation pDivision was reported
by me; that the said rranscript is a full, true, and correct
record of the hearing, prepared by me to the bec of my

ability.

fgéﬁi&*\ KX)fEZ@N4:§ s e,

Sally W. Boyd, C.S.R.
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STATE OF N MEYICO
FrLoousd Acdi DITHLRVALDL JLPRTMeniT
OIL CONSERVATIOH DIVISION
STATI LAND OFFILCE LLIDG.
S2NTA FLI, NEW MEXICO

12 Lweenoey 1973

DACIHER BLARING

IN THE MATTER OF:

Application of Adams bLxploration
Company for compulsory vooling and
an unorthindox location, Lea County,
New Mexico.
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BEFORE: Daniel &. Nutter

TRANECRIPT OF MNERRING

For the il Conservation Ernest L. Padilla, Isq.
Division: Legal Coansel to the Division
Sta+e Yand Office Bldg.
Canta Fe, New Mexico B837%vi

For the 2applicant: ¥'. Thomag Kellahin, FEsq.
FELLLAZIN & FELLAIIN
500 Ton Gasparx
Tont= Fa. New Mexico 87501
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RIS " -1 230 Uanboer £7073,
vy TRTTI TR ks 3 <4 e LI T aren
WA, TRDIRIN: Topallicarion of Adams Dx

ploration Tompany for comoulsory roosling and an unorthodex:
location, Tea County, o “wrico.
MO OWTTERLTYI. T e

‘2ellahin of Santa

; appearing on bchalf of the 2dynlizant, and I aave one

{(Witness sworn.)

MARK SWINFURTH
uéii\_a callcs az a2 wiitnsse and havina hean Anlyv sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Wewld vou nleame atate VOUX name, OY wWHACH

©)

you're employed, and in what capacity?

A My name is Mark Swinfurth. I’'m employed
by Adams Fxnloration Company as a geologist,

o Mr. Swinfurth, have you previously testi-

fied befcre the Division as a geologist?

T havwve.

?nl

Q and were your qualifications accepted and

T Y T



made a natter of reoonran
M “hey vern,

. And have vou mad» s stuly of an

arn you
familiar with the facts aurrewmdine ki Larcicular appli-

_——t -
waaALL ULl

ME. XELLAMIIMN:  We taender Mr. Swinfurth
as an expert ceolocist.

MP, MUTTEN:  Mr. Swinfurth is cualified.

0 Would vou Dlease refer to what we've
marked as IExhibkit ‘Tumber One and identify that?

2. Trhibit Number On: is a2 structure map
of a portion of Len Ccunty in the iiorth Osudo-Morrow Fleld.
The structure contouvrs o oo Iop Of tne Noryow Clastic
section.

I've also shown on this map Section 16,
in whioh we prosesce o form a C40~-acre proration unit and
southwest quarter of Scction 16.

2iso on the man I have shown in vellow
hachured area, which iz now desicna+e? the 0gudec lnrth-

Morrew Fie

)
|-t
o

. and thneae viellas are shionm in veallew  which
are also in that fisld.

0o vhat 35 tha etact “ootace locatlion for

the proposed well?
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[Bg]

rhg mropefed 1anation would he srn feet

R

vest lires of foction 16,

from the south and
o) oven dedlicate to

T ehint ~ovenan

o S

the well?
E, AN acres, e totnl ~f Section 1C.
0 that i 0 atandar ipcation for +1,e Morth

osudo-Morrow Tocol?

L. e gtandard location weuld be 1650
from the ~Tds2 77 fyom thae aaction line.

rye any of the Morrow weils drilled in

the North osudo Field at 2 standar? 1ncation?
e T&'s the

T It

Redfern Well in Section it.

the south and aast 1ines of that se©
and there are gome Sevel othar wells that

QO
are at unoxrthodox locations?
L mnat is right.

¢ all right. Vould vou explain to the

nor+thodox loca-

Examiner why you propose to Griii at this

tion as onnesed to 2 gtandard location?
) iz, @ad e esndinn of the smorrow Sands

ie1d indicate +iiat from well to well

ic's very aifficult to detcrmine tho cand thicknesses and

in any Aiyrection from our }rnown wells.

the sand presence

we can get 1o production would mininmize

So the closer that

A .
e p) i aasmemes e
BRI SACRE SRS N




the risxk. It is koowa tlat to Lho

Continantal fSandasrzco ad no Marsow
2 Taat & In Socticn
A Iin Section 8.
0, kay.
A Ir khn northeast o

G

cast 1 Section 3, thie

uartar of Section 9.

Also, in Section 14 te the ecast of Section 10 the Continental

Sanders~n A-14 had 1o “orrow Sfand in

Sonewiiare between

and the well in Section 2 :the Morrew Jand apparently i

- “a -— -—
nuo L00ger prn

goutn heavy iine, whicl iadicates as wesc I can that p

+the well in Section 17

!
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3
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3
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whare Morrow Sand is o longer preszii in an up-dip directiuvii,.

Q That's not an aisc

lute line bhased upon

known geoclogical dats, is it, Mr. Swianfuerth?

A o, sir, that's -

!

would be clozer o the west 3ide or

tnat's a hedge, right

the center of the section. I cannot say wihelher it

closer to the east

side. All I know is that it is in seome - - sconeviere betwWeen

- % im - - - : ™
and thc well in vy W

e Morrew Cand 1s not

present.
o Teuld vou turn to the structural contours
and explain to us het, L7 any, sionificance structure plays

with regarls to this Morrow Ticeld?
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M T opmeonrg thot s oo oo U struchuare,
which would be in 2 fcanterly Cireoriicn or Jdown structure
in a northwesterly =2nd waesterly Jir-~4tior fror our nrepased
soation, £hat +he Farther down stoictuare or the farther

off the top of the structure, the Litelihiood of Morrow

Sand develomment is -- is more corhtain,

n Tonlad that ceoncladln - - cause you to reach
+ha conclusion hat vou ocucht to move this well tc the

north in any way?

A The arcunt cf inforrmation that we have
indicates tihat the gand will siialo cutn sonewhere to the
east. We Hropose o Jdrill the well asz clese as we can to
known vroduction because we just den’t have enouch informa-

tion tc do anything else.

be

0. 21) right. If I understand vou correctly,
My Suinfurth. vou're not then willing to rely on the strue-~
tural infeor-ation asgs depicted eon this exhipvit, tc cause you
+to move this leocation to zither a s+tandard location or sore
location farther north?

% o, sir, I think the closcolecy, if you'll
pardon the exnression, is about th: 2st ceology we can
use.

n “lav wro conclude, then, in your opinion,

lccation from which

’J-
1P
o,
I
PrS
!—‘-
£

that the voroposed loozticon
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Y for expenﬁiture

GENT to nr. Well whien e propoge
to drily i - TEE 2T Snoes g 12, tha Adamg
Ho. 1 » atec 1¢,

S 2 . - . 3
; ULl vay Surrieei ferous what thoze
TCot: are anticipa+¢8 Lo R
b The drilling Costg

- 2 tergy drilling
4 $846,7GO ie
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ownersghin 3

or me Wiz Ciie
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SRS which ae +}

e owners Qave
agreed g Particti: +n T tha ﬂril?inf T e wejyl
Slie Lave not

and whig,

~OYR L Io TOﬁpany s Obtainaea
a farmout fror: Cottn- 1., Trlous e\, YoonTnh hate e Toze
tion 16, 204 Fereg .
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and Charm, Wiger 2i1 for the gsoutiichrst muarter of fection
16 to also farmout “o riams.
SrrOso ovma e navsiinase anartaer ~f Section

16 and they have not a3 vet agreed to Tarmout or join our

0. Txeludine rroce for the moment, iias the
proposed autheority for exronditure :ozn tenfered and ac-
cepted by all of the other interested worlino parties in
the wnit?

A Ymns, 3ir. They hrve - - I'r not surc
that they have returnefd - we have not sicned an operating

aareement as vat. Thev have maid thew 2111 Farmant +0 us

and I don't know the status of vhother they’ve approved

0. 211 right. DBased upor your kneowledge,
though, Mr. Swinfurth, the oroposed RFI to the begt of your

knowledge is consistent an? accentable for drilling of

MOTIOW wells 2o this denteh din £hig nres?
A Yes, sir, it is,.
0 Tould von refer to what we've marked as

Exhibit Numiz2r Three and iden®ify -7

-~

a Iantter from

[

a. Tyhibit Munber Thr:zea
Adams Exploration Commanv to Aroce Treductien Corpany in
Houston askinc ther +a either farrc* £o us or join us in

the drillinc of the proposed well.

PP S|




0 2And that letter wasz sent certified mail

return receipt recrestecd?

.. Vaa iy, it was

0 nd what, if anvy, response &id vou receive
£rom Amcoe?

n, e received a lettery Trom AMOCO sSAaving

that they would ~~ thev wonld consier toinino or farminc
out to us on the asig of a 50 nercent back-in after payout
of the well. ¥e had obtained a third back-in comitrent
from Cotton, fror Charn. and from Peonrege, and we felt that
under the circurmstancas, the hicgh risk of the well, would
only substantiate a third hnok-in

AMOCO was ol ins not acreed to that

and so we have come to the Commissicon o ask for some re-
limf,

o I refer you tc Apulicant Exhibit Number
Five and ask vou %to identify that.

h That is +he letter ir which Amocco said
they would farmout on a 5C vercent ktack-in after payout.

But they said that if the well locatien encention in which

5

we are askinig Lor T57 luuablon frTontien  §F that evecention
is granted by the Cormission, they would re-evaluate their
pvarticipation in the well.

n You indicated just a roment aco that you

felt the proposed prospect was a hich risk, Mr. Swinfurth.

e B ddaaaich i BN MMM o il L L e
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ST CPESea location we

will Grill the optir . e section and hope-

fuliy we will find sore ST CGURCINRY
cy. swiniurth,

. Lases

aas recol Deinea ceois ¥0 plae unaniner witin regards

do you asvE

%

ro a risk factor r¢ o 3SsessCU egalnst ArOCO7?
)9 1 would reconie ~a that a full 200 per-

cent risk factor pe Lipnsed 0D 1520C 0,
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mission sces fit, t.at tiey will ralo o our application as
EOOnT as possiLle.

¢ o you have o rocorr cneation Lo nake %o

¢

le Lxaminer witii recards to overhwesi chinrues to e assessed

on a praoporticnate basis against Anccor fliia Grillisg and
after completion ol the well?
A ves sir. I uncuorstand that approximately

$3000 per ronth wialle drilling arnd (720 a rontilh charces after
caompletion are apvroximately wioat iy wcing dene in the area,

and I would receormend Uiose charges bLeling imposed

Q In recards te thi~ application for the
unortiacdox location, Mr sSwinfurtih, have you notified all
of £setting operators 0f YOUIr Froposcl louaLiGhn?

A Yes, =ir, we have. Vo nctificd Mmerada,
who is the offset cperator tc the socutil.

Q Ind what, 17 any, response dicd you receive
from Amerada?

a And in our Lxunirit umber E£in we would
received notification thzt thev would not oppose our proposced
lncation.

I have also versally wcen in contact with
Hamon, wio is tue overator to tiwe weut an.. tiuey have ver-
bally told re that tiey woula in face send us o letter also

statine that they i.ad no oniection t¢ our nroposecd locaticen.
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supervision?

& SRl Ly Four OFi.ior will oapproval of
tnis application Le in tie Lesc lalorests of conservation,

the prevencion of waste, and the protection of correlative

rights?

?ﬂ
(o8
102
t

ML FLLILLLIN:  lNove the lntrocduction of

I
4. .3
. core cLaxdblits cne Lioow Jin nprooared l
vy you directly or conpiiod unler our Jirection and '
i
i

CUOLE LARIZNATICY
BY MR. MNUTTER:

o fir. Swinifurtd, all this correspondence

that we have aere between Amoce and Adams apparently ceases

'al

with this letter fror 7.3 on loverber 2€th, in which

you advised trhem fihat yvou'w e having a hcaring for the

660/660 loczcation. ias tlhere anyilaioy significant about




te ther, Which §g 0 4.

1
Dione, we roposas L,

foquanLyL ool -
2 iR A S I S T

-y
o

14

g e "ty
1., S S = JPU B E
TTEALY WRer e talhed
Y ENe mifcana L, t
- e summey, by

T Fod -~
SROrTaodess Yoy
APRTI T an ke st A
SOLRT and st

e ELOR nyonese
CITerescd -~ ogpga Jeration and in
. S -~

&1
L& Drocess of thicir »
- Sesdhl b <

ctontinyed te taln alian

by

b

tain 5 660 locaticr, thew o

nsweri i
11“,: by 2riciral . ( c
T our "1 S e “uest th
: - f Y

t oA r2cular

]

e Piwemen.
PR S 015 R
Ll

[N

Tneed
2C2d loeoas

1. S
TESS Lrter thicy have oreed +y
3 BAL 1 wo oape oo
we Jdo ob-

b

rn the drilling with

}da

« .
4 Can

I
(e
[V 5

) PoOore Frd
I 3ca, pe Fhowavn o
_\,-‘.—'i-ﬂ."t&:‘l.abl"; ore riok

0, Ar
Voluntarily join wisn

you —-

0
e €T~

£60/660 Ynraes ..

v et AL ] o

A That
vell, if yn Cannct ans-

‘_\ s
Sut it weunlg be -- 4

LQ b3 H . al < LI RARY &) .
[ [P pl‘.).‘ \.,] I T YIN . 1 Y Tz Rl
T - W UL, lOC

$ e : 1
SRY DAVe I eakaa e . L
TTTT shet they woulg

You in tl¢ Avitts
“TLiling of the well if

LS o R T TP
=Tt anproval for thisg

’73‘111 t ~ cu 3 ¥ -~
a TEG ARG 1+ weipmget
- 2 3:';:(.' T oo DI ¥ ey s —
< A, L/ ve J’u OCo




join us. oo for all those zZeasons o0 s for nn 660 loca-
tion.
L. nuTLi o Leoreoany Turbtacr gues-
tions of the witness? lie may e exousad.
o you have anytiing TGrtiier, (. Reillabhin?
R, U LAATILG Ho; sir.
UR. LUSLED: Does snyone nave anything
Yo
they wish to offer in Case lamber &87¢07
t17e. 111 take the CASE UNCEX adviscernent.
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STATE OF NEW MEXICO

ENERGY anp MINERALS DEPARTMENT

OiL CONSERVATION DIVISION

POST OFFICE BOX 2088

GOVEANOR STATE LAND OFFICE BUILDING
. . SANTA FE, NEW MEXICU B/5U1
LARRY KAE‘:!OE 05! B27.2434
EECRET Japunary 10, 1980

Mr. Thomas Kellahin
Rellahin & Kellanin
Attorneys at Law

Post Office Box 1769
Santa Fe, New Mexico

Dear Sir:

Enclosed herewitii are WS TCp
Division order recently entered in the subject case.

//I0F D. RAMEY ¢f§?Z///,’

// Director V4

JDR/fad

copv ol order also sent

£3

Hobbs OCD X
Artesia OCD X
Aztec OCD

Other

Re: CASE NO. 6763
ORDER NO. R=-6232

Appilicant:

Adams Ixploration Company

ice nf the above-reicrencced

i w . ameiao



ADAMS
EXPLORATION
CC)hﬂRﬁUUY !

3 division of » L.
ADAMS ENERGY > S R

e T e

AUTHCRITY FOR EXPENDITURE
WELL NAME: State 16 No. 1 - Osudo Prospect

_COUNTY: Lea STAIL: New PMexico

P

LOCATION: 650

' FS & WL, Sec. 16, T-20-S, R-36-F

iy ~ S,

PROPOSED DEPTH:__ 11,800° FORMATION:  Morrow OIL or GAS__ Gas

DATE : 12-3-79 AMENDED: 1. 2. 3.

The following-is an estimate only and it is understood and agreed that this AFE
shall be your authority to drill said well and incur such expenses as.are necessary,
whether the -cost is more or iess than the following sum. BRlowout insurance, if

elected, is not included in this estimate.

ESTIMATED COST ACTUAL COST

I LEASEHOLD COSTS:

rarn
I‘\LI CGHC wio ta

2. Legal ;
3. Commuissions
4. Other

TOTAL LEASEHOLD

11 EQUIPMENT BEFORE CASING POINT: -

Cattleguards & Road Equip. Casing 1,000
6. Conductor "e $/cft
7. Surface 500/ 13-3/8"@ 17.25 $/cft 8,700
8. Interm5500/ 8-5/8 "@ 9.25 . $/cft 50,900 i
9. Liner g 3/cTt
10. Bradenhead Cementing LQuip. £,000
11. Float, Centra]izers, etc. 1,000
12. HMisc. iease Equip.- Fencing, etc. 1,000
T0TAL TANGIBLE BCP 67,600
11T INTANGIBLE COSTS BEFORE CASING POINT:
13, Sur Ycy s 400
14. Dirt work - Roads, location 10,000
15. Surface Damages 2,000
Drilling:
16. Contract fte $/ft.
17. Daywork 65 days B 4700 $/day 305,500
18. Turnkey
19, Lump Sum (MI MO RU RD) 20,000

410 WEST OHI0 - SUIITE 202 MIDLAND, TEXAS 79701 PHONE {915} 683-3303

RIS VN |



ADAMS EXPLORATION COMPANY

Authority for Expenditure

20. Bits

21. Fuel

22. Water o -
23. Drlg Mud & Chemicals, Cmting Services

24. Conductor

z5. Surface
25. Intermediate
27. VLiner

28. Drill Stem Tests 2 € 1500 each
29. inxixwxik%kxmxx&ma}y&k& Mud Logger
30. Open Hole Logging
7. Too! & Eauipment Rental
32. Trucking
33. Welding
34. P & A Cost
35. Geological Services
'36. Engineering Services
' supervision
37. Contingencies 5 %

TOTAL INTANGIBLE COSTS
BEFORE CASING POLINT

TOTAL TANGIBLE COSTS
BEFORE CASING POINT

TOTAL COSTS BEFORE CASING POINT

£STIMATED COST

20,000
45,500
15,000
15,000

5,000

PAGL -7~

ACTUAL COST

L i

547,400

67,600

615,000

e e b e sy & mada ettt
D S S AR
il




ADARMS [XPLORATION COMPARY

Authority for Expenditure

IV EQUIPMENT AFTER CASTHG POINT: .
38. Production Casing 4% "“@ 8 $/cft
39, Tubing 2-3/8 “@ 350  $/cft
40, Remaining Well Head . '

41. Prod. Csg. Float Equip.
Pumping Equip.

42. Pumping Unit

93, FPrime iFfUver

44, Rods

45, Bottom Hole Pump

46. Surface Pumping Equip.

47. 0i1 Tanks

48. SWD Tanks

AN 14

45. Heatere & Separatore

- [y I, 1. RS T > P N >
5G. riowiines & Battery Connections

51. Misc. Lease Equip. Chemical Pump, etc.
52. Packers, Flugs & Sleeves
TOTAL TANGIBLES ACP

YV INTANGIBLE COSTS AFTER CASING POINT:
53. Dirt Work - Battery, Cementing Services
54. Producticon Cacing
55. Squeezing
56. Cased Hole Logs & Temp. Survey
57. Perforating - Stimulation
58. Acid
59. fracture Treatment
60. Pulling Unit : .
&1 Tonl & Founinment Rental
62. Trucking
©3. Weiding
64. Misc. Labor
65. Engineering Services
Supervision
66. Contingencies 10 %

TOTAL INTANGIBLE COSTS ACP

TOTAL TANGIRIE COSTS ACP
TOTAL COSTS AFTER CSG. PT.
TOTAL COSTS BEFORE CSG. PT.

TOTAL WELL COSTS

LX)

PREPARED BY: J. 1. Berry

ACCEPTED AND AGREED TO:

PAGE - 3-

ESTIMATED €OST  ACTUAL COST

94,400

41 300

20,000

1,000

------

2,000

178,700

1,000

5.000

3,000

6,000

10,000 -

10,000

~...5,000

1,000

1 Nan

PR LAY

2,000

2,000

2,000

5,000

53,000

178,700

231,700

COMPANY : BY:

£15,000 s
7

846,700 i
DATE
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October 10, 1979 ™
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CERTIFIED MAIL NO. 367006
RETURN RECEIPT REQUESTED

Amoco Production Company
P. O. Box 3092
Houston, Texas 77001

Attention: Mike Burkhart

NE/4 Sec. i6, T-20-S, R-36-E,
LEA COUNTY, NEW MEXICO

:

Gentlemen:

Please refer to Williiam J. Braden's letter to you of
July 18, 1979 wherein he requested a farmout of the oil and
gas leascuuld interest 1n the above land. Adams Exploration
Company has assumed Braden'®s position under a farmout from
Cotton Petroleum Corporation that he spoke of in that lctter on
the W/2 Sec. 16, T-20-S, R-36-E, Lea County, New Mexico and we
propose drilling a Morrow gas test under that farmout on a
proration unit composed of all of said Sec. 16 this year.

We hereby renew the offer of Braden to farmin your leasehold
interest in Sec. 16 on the basis of our commencing a well within
90 days and your reserving an overriding royalty under the farmout
which will give us an 81.25% net revenue interest before payout.
At payout, you will have the option to convert your overriding
royalty to a 1/3 working interest. As an alternative, we invite
your participation on this well and will be glad to furnish you
with ocur estimate of its cost.

Because time is of the essence in getting this well spudded
in 1979, we will be forced to commence a compulsory pocling action
before tha New Mevice ©i1 Conservaiion Division 1t we have nat
maGe saullsiavrory arrangements to handle your interest before the
end of this month. We certainly do not like to proceed in this
manner but we feel we must if we are going to get a well drilled
this year. '

410 WESY OHIO - SUTE 202 MIDLAND, TEXAS 79701 PHONE {915)683-3303
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Amoco Production Company
October 10, 1979

o

Page -2-

Thank you for your consideration of our request and if
you have any questions, please feel free toc call us.

Yours truly,

ADAMS EXPLORATION COMPANY

James C. Brown

[
i
i
i JCB/3ipk
xc: William J. Braden
Building of the Southwest
Midland, Texas 75701
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%ﬁ%’ ) Amoco Production Company
~==% A0Q Jellerson Bulding
P.O. Box 3032

Houston, Texas 77001

November 14, 1979

Re: Farmout Request
NE/4, Section 16, T-20-S, R-36-E
Lea County, New Mexico e s

the : - ) . ,...4. o »
; :.u‘. (;'\‘f, ‘ L -‘.“;‘l‘ ,1.'.‘\ ':";.’1
Adams Exploration Company ; , T
410 W. Ohio, Suite 202 i ﬁﬁ[gp\o__mﬁ:-::;,;;;r;‘ ol
Midland, Texas 79701 S STRTE - "
: e 6263
Attention: Mr. James C. Brown e

Gentleman:

Reference is made to Mr. William J. Braden's letter of July 18, 1979 and
subsequent telephone conversation of November 7, 1979 between your Mr. James
Brown and Mike Burkhart of this office regarding a famout of Amoco's
acreage in the NE/4, Sectiom 16, T-20-S, R-36-E, Lea County, New Mexico.

As discussed in that conversation, Amoco was willing to farmout its

leasehald interest to Adams Exploration subject to the fellowing terms
and provisions among others commaniy foung In ARGCS CORTVacts.

1) On or before January 1, 1980, Adams Exploration shall commence
the drilling of 12,600' Morrow test at an orthodox location in
the SW/4, Section 16, T-20-S, R-36-E with the related proration
unit comprising all of Section 16.

2) Commercial production will be required to earn 100' below total

depth drilled and logged, but in no event before the base of
Morrow formation. helor—

3) Amoco will retain a proportionate 1/16th of 8/8ths overriding
waral o el &+

yalty with the oplion at payout to convert the override to a
proportionate 50% working interest.

I am—y
4) Amoco will retain a call on production.

57  in ine event tne well location 1S changed to an unorthodox
location, Amoco reserves the right to re-evaluate its position

and Amoco's offer to farmout its interest as stated above shall
terminate. .




Adams Exploration Company
Page 2
Rovember 14, 1979

This letter should not be construed as a formal contract, but shall

as evidence nf Amacale ~€fae

ii ihe above is accepiabie, piease Co

your acceptance so that we may prepare a formal contract.

Yours very truly,

Mike W. Burkhart
Land Department

MWB/ta
4838

cc: Mr, William J. Braden
Building of Southwest
Midland, Texas 79701

se
-
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rve
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November 26, 1979
,/U.:(Q“/,‘ _u,.,?,&?,;{ e 1
. L )"/ Y L
B0 bemdoen T s el
Houston, Texas 77001

Attn: Mike W. Burkhart
Land Depax tment
RE: T-20-5, R-36-E,
LEA COUNTY, NEW MEXICO
Sec. 16: NE/4

Gentlemen:

Please refer to your letter to us dated November 14, 1979
regarding the terms on which you are willing to farmout your
0il and gas leasehold interest in the above land for a Morrow
gas test to be drilled in the SW/4 Sec. 16 on a proration unit
comprised of all of Sec. 16. We have an application pending
before the New Mexico 0Oil Conservation Division seeking approval
of a nonstandard location for that well, whick'will be 660' FSL
2nd 660' FWL of Sec. 16. That hearing is scheduled for
December 12z, i37% in ESanta Fe.

As previously discussed on the telephone, we feel that tie
farmout terms offered in the above letter for this well are too
tough and we have kept our compulsory pooling action covering your
leasehold interest in the above land on the docket of the 0il
Conservation Docket. It too will be heard December 12, 1979.

in your letter, vou indicated that you wanted to reevaluate
your farmout offer if the locativn of the well was changed. We
are confident that we can get approval of the above speciiied
non-standard location and weould appreciate your going ahead and
making a decision on whether or not you want to join in the
drilling of that well by virtue of your oil and gas leasehold
interest in the above land, We will furnish you with our Authority
For Expenditure as soon as it is ready.

410 WEST OH0 - SUITE 202 MIDLAND, TEXAS 78701 PHONE [915] 683-3303
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Amoco Production Company
November 26, 1979
Page -2~
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please

e

ynank you LOr Yyour =
should have any questions,

JCB/ipk

to this matter. If you
call.

QRATTON COMPANY

James C. Brown




ADAMS
EXPLORATION o
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@ a division of o e e g
ADAMS ENEKGY - PR ﬁ:;_"§52ﬂ§j§

;“’.‘%J’ * ) T e T R SRt X

P. 0. Box 840
Seminole, Texas 79360

Attn: R. L. Laxton f
Lakson { .
( )R' RE: T-20-S, R-36-E, NMPM,
LEA COUNTY, NEW MEXICO
Sec. 16

Tfentlemen: 39
Township should be 20-S) QJD .
The records of Lea County, New Mexicof/indicate that you

own the o0il and gas leasehold estate below 7000 feet subsurface
in the N/2 N/2 and SW/4 NW/4 Sec. 21, T-8-S, R-36-E, NMPM,

LEA COUNTY, NEW MEXICO which offsets the above Sec. 16 to the
south. As you have been previously advised. Bdams Fxploratinon
Company has applied to the New Mexico 0il Conservation Division

be drilled 660' PSIL and 636" FWL of Sec. 16 on a proration unit
consisting of all of Sec., 16. We herein request that you waive
any right to object to cur appliication for approval of such
unorthcdox location for that well.

Thank vou for your consideration of this request.

Yours truly,
ADAMS EXPLORATION COMPANY
aees (. fvsrm
‘James C. Brown
JCR/ 3k

(Above referenced township should be 20-S)

The undersigned hereby waives its right
to object to the above described application

this 3 day of s fc » 1979.

Amerada Hess Corporation

By//ogéu-m___

410WEST OHID - SUITE 202 MODLAND, TEXAS 79701 PHONE [915) 683-3303
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| AUTHORITY FOR EXPENDITURE (quﬁ
WEiL wAME: State 16 No. 1 - Osudo Prospect ¢:2’
. COUNTY: Lea STATE: New Mexico

LOCATION: 660' FS & WL, Sec. 16, T-20-S, R-36-E

1
4

,800° FORMATION:  Moirvow OIL or GAS Gas

few}

PROPOSED DEPTH

DATE: 12-3-7% AMENDED: 1. Z. 2.

The following is an estimate only and it is understood and agreed that this AFE
shall be your authority to drill said well and incur such expenses as are necessary,
whether-the ‘cost is more or less than the following sum. Blowout insurance, if
elected, is not included in this estimate.

ESTIMATED COST ACTUAL COST

I  LEASEHOLD COSTS:
1. Acreage Costs

2. Legal )
3. Commissions -
4. Other
TOTAL LLASEHOLD
il EQUIPMENT BEFORE CASING POINT: -
5. C(Cattleguards & Road tquip. Casing 1,000 _
§. Conductor "g $/cft
7. Surface 500/ 13-3/8"@ 17.25 $/cft 8,700
8. Interm5500/ 8-5/8 "@ 9.25 $/cft 50,900
9. Liner "@ $/cft
10. Bradenhead Cementing Equip. 5,000
3i. Float. Centralizers, etc. 1,000
12. Misc. Lease Equip.- Fencing, ctc. 1,000
TOTAL TANGIBLE BCP 67,600
11T INTANGIBLE COSTS BEFORE CASING POINT:

- 13. Surveying 400
14, Dirt Work - Roads, Location 10,000
15. Surface Damages 2,000

JUriiiing:
16. .Contract R $/ft. ,
17. Daywork 65 days € 4700 $/day 205 &0N
18. Turnkey
319. Lump Sum {¥] MO RuU RD) 20,000

£10WESY OHIO - SIXTE 202 MIDLAND, TEXAS 78701 PHONE (815)683-3303




- ADAMS EXPLORATION COMPANY

Authority for Expenditure

20.
21.
22,
23.
z4.
25.
27.
28.
29.
30.
31.
32.
33.
34.

35,
36.

37.

Bits
Fuel
KWater - :
Drig Mud & Chemicals, {mting Services
Conductor ’
Surface

Tomdbnvenndsata
A PI Gt M W T e

Liner

Drill Stem Tests 2 @ 1500 each
Lox xogodobowo doakyxkx Mud Logger
Open Hole Logging

Jool & Equipment Rental

Trucking

Welding

P & A Cost

Geological Services

Engineering Services

Supervision

Contingencies 5 %

TOTAL INIANGIBLE TOST5
BEFORE CASING POINT

TOTAL TANGIBLE COSTS
BEFORE CASING POINT

TOTAL COSTS BEFORE CASING POINT

AR 74
noL i e

ESTIMATED COST ACTUAL COST

20.000

45,500

15,000

15,000

5,000

______

10,000

2.000

R R -

1,000

4,000

8,000

3,000

6,000

26,000

547,400

67,600

615,000




ADRMS EXPLORATION COUPANY _ PAGE -3-
Authority for Expenditure ESTIMATED COST  ACYUAL COST
IV EQUIPMENT AFTER CASING POINT: -
38, Production Casina_ 4% "B 8  $/cft  94.40p
39. Tubing 2-3/8 "¢ 3509 $§/cft 41200
] 43, Remaining Well Head . . 20,000
41, Prod. Csg. Float Equip. '
Pumpjng quip. : 1,000

4¢. FPumpinyg Unii
43. Prime Mover

44, Rods
- - 45, Botiiom oie Pump
' 46. Surface Pumping Equip.
47. 011 Tanks 5,000
48. SWD Tanks 3,000
49. Heaters & Separators . 10,000
50. Flowlines & Battery Connections 2,000
51. Misc. Lease Equip. Chemical Pump, etc.
52. Packers, Plugs & Sieeves 2,000
TOTAL TANGIBLES ACP 178,700
V INTANGIBLE COSTS AFTER CASING POINT:
53. Dirt Work - Battery, Cementing Services 1,000
54. Production Casing 5,000
55. Squeezing -—-
56. Cased Hole Logs & Temp. Survey 3,000
57. Perforating - Stimulation 6,000 .
KR, Acid - 10,000 -
59. Fracture Treatment o
60. Pulling Unit . ' ' 10,000
.61. Tool & Equipment Rental 5,000
§2. Trucking : ' 1,000
63. Welding 1,000
64. Misc. Labor ?.000
65. Engineering Services 2,000
Supervision 2,000
66. Contingencies 10 % 5,000
TOTAL INTANGIBLE COSTS ACP 53,000
TOTAL TANGIBLE COSTS ACP 178,700
TOTAL COSTS AFTER (SG. PT. 231,700
TOTAL COSTS BEFORE CSG. PT. 615,000
TOTAL wiibl C0STS 846.700
PREPARED BY: J. T. Berry
ACCEPTED AND AGREED TO: -
COMPANY : BY: DATE:

d melado s o MMM d Ml el



‘A ADAMS
/ \ FXPIORATION

COMPANY

a division of
ADAMS ENERGY

October 10, 1979

CERTIFIED MAIL NO. 367006
RETURN RECEIPT REQUESTED

Amoco Production Company
P. 0. Box 3092

Houston, Texas 77001 &_ 6763
Attention: Mike Burkhart ——”'ﬂ—”r

NE/4 Sec. 16, T-20-S, R-36-E,
LEA COUNTY, NEW MEXICO

g

Gentlemen:

Please refer to William J. Braden's letter to you of
July 18, 1979 wherein he requested a farmout of the oil and
ga2s leacehnld interest in the above land. Adams Exploration
Company has assumed DBraden’s position undcr o farmout from
Cotton Petroleum Corporaticn that he spoke of in that letter on
the W/2 Sec. 16, T-20-S, R-36-E, Lea County, New Mexico and we
propose drilling a Morrow gas test under that farmout on a

proration unit composed of all of said Sec. 16 this year.

We hereby renew the offer of Braden to farmin your leasehold
interest in Sec. 16 on the basis of our commencing a well within
90 days and your reserving an overriding royalty under the farmocut

At payout, ycu will have the option to convert your overriding
royalty to a 1/3 working interest. As an alternative, we invite
your participation on this well and will be glad to furnish you
with our estimate of its cost.

Because time is of the essence in getting this well spudded
in 1070, we will he fAvred +n ~commence a compulsorv pooling action
before the New Mexico 0il Conservation Division it we have not
made satisfactory arrangements to handle your interest before the
end of this month. We certainly do not like to proceed in this
mannéy but wc fcoel we must if we are going to get a well drilled
this year.

410 WEST OH0 - SUITE 202 MIDLAND, TEXAS 79701 PHONE (915} 683 3203




1, ond

-

e b

e e

NYR {

>

3.?-!

]
g TUEN A apae ¥

]
AmocCoO P
october

page -2

roduction
10, 1979

Thank YOou I
you have any

questions,

company

oy yowr consideration of our request and if

raden
the Sou
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Yyours tyuly:

please fecl fre€ ro call vsS-

ADAMS EXPLORATION COMPANY

James C.
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%OE%) ’ Amoco Production Company
R 500 Jefferson Bulding
£.0. Box 3092

Houston, Texas 77001
November 14, 1979

Re: Farmout Request
NE/4, Section 16, T-20-S. R-2A-E

Lza County, New Mexico < 91
C.J"'
Adams Exploration Company Jé

410 W. Ohio, Suite 202 V2
Midland, Texas 79701

Attention: Mr. James C. Brown

Gentlemen:

Reference is made to Mr. William J. Braden's letter of July 18, 1979 and
subsequent telephone conversation of November 7, 1979 between your Mr. James
Brown and Mike Burkhart of this office regarding a farmout of Amoco's

acreage in the NE/4  Sectisn 1§, T-20-5, R-30-t, Lea County, New Mexdico.

s discussed in ihat conversation, Amoco was willing to farmout its
leasehold interest to Adams Exploration subject to the £51ilowing terms
SV\I‘

RYINA

provisions among others commonly found in Amoco contracts.

1)  On or before January 1, 1980, Adams Exploration shall commence
the drilling &f 12,600° Morrow test at an orthodox location in
the SW/4, Section 16, T-20-S, R-36~E with the related proration

unit comprising all of Section 16.

2) Commevrcial production will be required to earn 100' below total

depth driiled and logged, but in no event before the base of
Morrow formation. kedrr—

3) Amoco will retain a proportionate 1/16th of 8/8ths overriding
royalty with the option at payout to convert the override to a
proportionate 50% working interest.

4)  Amoce will rotain s <all on production.tsTS
=g -
5} In the event the well location is changed to an unorthodox
location, Amoco reserves the right to re-evaluate its position

and Amnco's offer 45 farmoui its interest as stated above shall
terminate. .

ot et —

s suy EISAEEEREAR




e et S

Adams Exploration Company

Page 2
November 14, 1979

e o e e T

3
This letter should not be construed as @ formal contract, byt shall serve
as evidence of Amoco's offer. 1f the above is acceptable, please confim
your acceptance sO that we wdy nrenare a formal contract. :
l

Yours very trulys

M~ .lZ/ L

, }?V;DL ;ﬂ{,g;&&&#@ﬂdlﬂ

H!w = poad

Mike W. Burkhart

Land Department

MWB/ta
4838

cc: Mr. William d. Braden
Building of Southwest
Midland, Texas 70701

I BTy




ADAMS
EXPLORATION
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November 26, 1979

Amcco Production Companvy o [,
P. 0. Box 3092 Lfefra - oA o e
Houston, Texas 77001

Attn: Mike W. Burkhart
Land Department

RE: T-20-3, R-36-E,
LEA COUNTY, NEW MEXICO
Sec. 1l6: NE/4

GCentlemen:

Please refer to your letter to us dated November 14, 1979
regarding the terms on which you are willing to farmout your
0il and gas leasehold interest in the above land for a Morrow
gas test to be drilled in the SW/4 Sec. 16 on a proration unit
comprised of all of Sec. 16. We have an application pending
before the New Mexico 0il Conservation Division seeking approval
of a noncstandard location for that well, whick will be 660' FSL
and 660' FWL of Sec. 16. That hearing is scheduled for
December 12, 1979 in Santa Fe.

As previously discussed on the telephone, we feel that the
farmout terms offered in the above letter for this well are too
tough and we have kept our compulsory pooling action covering your
leasehold interest in the above land on the docket of the 0il
Conservation Docket. It too will be heard December 12, 19379.

In your letter, you indicated that you wanted to reevaluate
your farmout offer if the location of the well was changed. We
are confident that we can get approval of the above specified
non-standard lcocation and would appreciate your going ahead and
making a decision on whether or not you want tc join in the
drilling of that well by virtue of your oil and gas leasehold
interest in the above land. We will furnish vou with onr Anthorit
rur mxpenditure as soon as it is ready.

410 WESY OHIO - SUITE 202 WHDLAND, TEXAS 78701 PHONE (915) 683-3303




i
|
i
:
!
i
;

-t VAN

Amoco production Company
November 26, 1979
Page -2-

Thank you for your attention to this matter. If you
~hanld have any guestions;, please call.

Yours truly,

ADAMS EXPLORATION COMPANY

James C. Brown

JCB/3pk

"y



ADAMS .
EXPLORATION ‘;7
COMPANY . 25‘
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November 29, 1979

v 3 GiviSion of
t:g ADAMS ENERGY
N e ]

Amerada Hess Corporation
Box B4
1

T

q
R o X3 %e
exas /5300

*3
5

Attn: R. L. Laxton {f

Lakson
( )R' RE: T-20-S, R-36-E, NMPM,

LEA COUNTY, NEW MEXICO
Sec. 16

Centlemen: gﬁ

: Township should be 20-S) QJD .
The records of Lea County, New Mexicofindicate that you

own the 0il and gas leasehold estate below 7000 feet subsurface

in the N/2 N/2 and SW/4 NW/4 Sec. 21, T-8-S, R-36-E, NMPM,

LEA COUNTY, NEW MEXICO which offsets the above Sec. 16 to the

south. As you have been previously advised, Adams Exploration

Company has applied to the New Mexico 0il Conservation Division

for approval of an unorthodox location for a Morrow gas test to

e drillied bbU* FSL and 660° FWL of Sec. 1§ on a proration unit

consisting of all of Sec. 16. We herein request that you waive

any right to object to our application for approval of such

unorthodox location for that well.

Thank you for your consideration of this request.

Yours truly,

ADAMS EXPLORATION COMPANY
/

N ' 4
Nopwae s (. /3reton
ames C. Brown

JCR/Snk
(Above referenced township should be 20-S)

The undersigned hereby waives its right
to object to the above described application

this R day of ZZC_ , 1979,

Amerada Hess Corperation

oy fOL LM

410 WEST OHI0 - SUITE 202 MIDLAND, TEXAS 78701 PHONE [915) 683-33C3
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Page 2 of 7 .
Examiner learing - Wednesday - December 12, 1979 Docket No, 45~79

CASE 6760: Application of Sun 01l Company for an unorthodox locatfion, non-standard pgas proration unit, {nfill
findings, and simuitancous dedication, Rooscvelt County, New Mexico. Applicant, in the above-styled
causc, sceks approval for the unorthedox location of its State "AY" tell No. 5, located in Unit E of
Sectfon 36, Towuship 7 South, Ranpe 35 Fast, Todd-Upper San Andres Gas ¥Yool, to be sinultan-ously
dedfcated with its State "AY" Well No. 3 in Unit F of Section 36 to a 180-acrc nen-standard gas pro-
retion unit comprising the NW/4 cf Section 36. Also sought are findings that the propused well is
necessary to effectively and efficiently drain that portion of the proration unit which cannot be so
“rained by the existing unit well,

CASE 6761: Application of Phillips Pctroleum Company for an unorthodox gas well location and approval of infill
dv1114ng. Fddvy County, New Mexico., Applicant, in the above-~styled cause, seeks approval for the un-
orthodox location of an Atoka-Morrow test well to bpe drililed (GO0 {oct from the Narth and Wect lines
of Section 2, Township 24 South, Ranpe 28 East; upplicant further seeks a finding that the drilling
of said well is necessary to effectively and efficiently drain that portion of the proration unit,
being the W/2 of said Section 2, which cannot be so drained by the existing well,

CASE 6762: Application of Joe Don Cook for an exception to Order No, R-3221, Eddy County, New Mexic .
Apolicant, in the above-styled cause, seeks an exception to Order No. R- 3221 to permit disposal of

produced brine intc anm unlined surtace pir located in Seciiva 1, Towaship 1% Suuth, Yange 21 Eaee

Shugart Pool.

CASE 6763: Application of Adams Exploration Company for compulsory pooling and an unorthodox location, Lea
County, New Mexico, Applicant, in the above-styled cause, sceks an order pooling all mineral
dnterests in the North Osudo-Morrow Gas Pool underlying Section 16, Township 20 South, Range 36 East,
to be dedicated to a well to be drilled at an unorthodox location 660 feet from the South and West
lines of said Section 16. Also to be considered will be the cost of drilling and completing said
well and the allocation of the cost thereof as well as actual operating costs and charges for super—~
vision. Also to be constdered will be the designation of applicant as operator of the well and a

CASE 672%: {(Continued from November 14, 1979, Examiner Hearing)

Application of Adams Exploration Company for compulsory pooling, Lea County, New Mexico.

Applicant, in the ahbove-styled cause, seeks an order pcoling all mineral interests in the Pennsyl-
vanian formation underlying Section 16, Township 20 South, Range 36 East, North Osudo-Morrow Gas
Pool, to be dedicated to a well to be drilled at a standard location thereon., Alsc ¢o he considered
will be the cost of drilling and complcting said well and the allocation of the cost thereoi as

well as actual operating costs and charges for supervision. Also to be considered will be th2 desig-
nation of applicant as operator cf the well and a charge for risk involvad In drilling said well.

CASE 6725: (Continued from November 28, 1979, Examiner Hearing)

Application of Tenneco 01l Company for three non-standard gas proration units, San Juan County, New
Mexico. Applicant, in the above-styled cause, seeks approval of a 29l.23-acre non-standard gas
proration unit comprising the W/2 of Section 6 and the NW/4 of Section 7, a 347,.58-acre unit com-
prising the W/ 2 of Section 19 and the NW/4 of Section 30, and a 375.17-acre unit comprising the
SW/4 of Section 30 and the W/2 of Section 31, all in Township 29 North, Range 8 West, Basin-Dakota
Fool, each unit to be dedicated to a well to be drilled at a standard location thereon,

CASE 6751: (Continuel from November 28, 1979, Examiner Hearing)

Annlication of Tenneco 0il Company for the rescission of special pool rules, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the rescissious of the spoeial nanl rules for the Catclaw
Draw~i‘orrow Gas Pool to provide for 320-acre spacing rather than 649 acres, In the absence of
objection, the pool rules will be rescinded and the pool placed on standard 320-acre spacing for
Pennsylvanian gas pools rather than the present 640-acre spacing.

CASE 6764: Application of Lee Crane for surface commingling, San Juan County, New Mexico, Applicant, in the
above-styled cause, secks approval for the surface commingling of undesignated Ojo Alamo and Oswell-
Farminpton preduction from his Martin Wells Nos. 1 and 3 lecated in Section 34, Township 30 North,
Range 11 West.

CASE 6765: Application of Mesa Petrolcum Company for an exception to Order No., R-1lll-A and an unusilwdsz wsll
location, Eddy County, New Mexico. Applicant, in the above-styled cause, sceks an exception to the
casing-cementing rules of Order No. R-111-A to complete its Bass Federal Well No. 2 to be drilled at
an unorthodox location 1450 feer from the North line ard 1850 feet from the West line and its Bass
Federal Well No. 3 to be drilled in Unit D, both in Section 6, Township 20 South, Range 31 East, by
setting surface casing in the '"Red Bed" section of the basal Rustler formarion and production casing
at total depth. Both casing strings would have cement circulated to the surface.
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Jason Kellahin
W. Thomas Kellahin

KELLAHIN and KELLAHIN

Botnomacne ~d T ann
Qerneys o Law

500 Don Gaspar Avenue
Post Office Box 1749

Telephone 232-4285
Area Code 503

Karen Aubrey Santa Fe, New Mexico 87501

November 19, 1979
Mr. Joe Ramey o (0-7(9 3 ‘
0il Conservation Division {iCLA’Q
P. 0. Box 2088
Santa Fe, New Mexico 87501
re: Adams Exploration ;
Compulsory Pooling ;
Dear Joe: i
Please set the enclosed Application for hearing on
December 12, 1979. -
foy cruly yours, :
W. Thomas Kellahin
WTK :
Enclosure »
cc: Mr. James C. Brown £




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

T’I\T 'T‘I.I‘C’ MA"I"'Y“E‘D f\ﬂ‘ 'T"IJE‘ AUDT Tf’A'T‘Tf\T\T

OF ADAMS EXPLORATION COMPANY FOR
COMPULSORY POOLING, AND UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO

Ve ; -
APPLICATION (ae 265

COMES NOW Adams Exploration Company and as provided
by Section 70-2-17, New Mexico Statutes Annotated-1978, applies

to the 0il Conger

wvarinnmn Nivieinm far an Ard
arion Divieion oYy 2 ora

v aa

the mineral interests in and under Section 16, T20S, R36E,
NMPM, Lea County, New Mexico, being a proration unit consist-

ing of 640 acres, more or less, for a Lest of all ploduc1ng

Ctre JAAnl /ﬁzcvu24u¢>¢1~£L7 ot O
depths to the base of the_Benaé&lnan&an Formation at an- “mﬂ

Unorthodox location 660 feet from the South and 660 feet Lk{(

T e—

from the West 11ne of said sectlon and in support thereof

. -
Would show the D1v151on

1. Applicant is the owner of a right to drill and

)
cn
cr
(@]

develop in Section 16 and propnses to dedicate Scction
a Morrow test well.

2. Applicant has obtained voluntary agreement for
pooling from all but the following:

Amcco Producition Couwpany NZ/4 orf Section

P. 0. Box 3092

Houston, Texas 77001

Attention: Mike Burkhart



N
3. 4

o

ovision

r

of Commission Rule

wn
H
®
0
o
r-l
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(4]
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he p
104, Applicant proposes to dedicate all of Section 16,
Township 20 South, Range 36 East, N.M.P.M., Lea County, New
"Mexico to the well.

4. Applicant requests that it be designated operator
of the pooled unit requested above, that a risk factor of

200% be assessed along with ather charzes.

5. Applicant has been unable to obtain voluntary

v

£ the unpoovled interests indica-
ted in paragraph 2 above, and in order to avoid the drilling
of unnecessary wells to protect correlative rights, and to
prevent waste, the Commission should pool all interests in
the spacing or proration unit as a unit.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division
duly appointed examiner, and that after notice and hearing
as required by law, the Division enter its order pooling
all interest underlying Section 16, Township 20 South,

Range 36 East, N.M.P.M., Lea County, New Mexico and
designating Applicant operator of the pooled unit, together
with provision for Applicant to recover its costs out of
production including a risk factor to be determined by

the Division and with provisions for the payment of operating
costs and costs of supervision cut of production %o be
allocated among the owners as their interest may appear

for approval of the renuected uncorthedox well location and
for such further orders as may be proper in the premises.

Respectfully subpjfted,

W. Thomag”
KELLLAHIN & RKBLLAOILIKN
P. 0. Box 176%
Santa Fe, New Mexico 67501
ATTORNEYS FOR APPLICANT

-2-
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION
OF ADAMS FXPIORATICN COMFANT FOUK

COMPULSORY POOLING, AND UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO

APPLICATION Cpan 7673

COMES NOW Adams Exploration Company and as provided
by Section 70-2-17, New Mexico Statutes Annotated-1978, applies
to the 0il Conservation Division for an order pccling all
the mineral interests in and under Section 16, T20S, R36E,
NMPM, Lea County, New Mexico, being a proration unit consist-
ing of 640 acres, more or less, for a test of all producing
depths to the base of the Pennsylvanian Formation at an
Unorthodox location 660 feet from the South and 660 feet
from the West line of said section, and in support thereof
would show the Division:

1. Applicant is the owner of a rignt to drill and
develop in Section 16 and proposes to dedicate Section 16 to
a Morrow test well.

2. Applicant has obtained voluntary agreement for

pooling from all but the following:

Amoce Produciion Cowpany NE/4 of Section
P. 0. Box 3092
Houston, Texas 77001

Arrtention: Mike Burkhart




3. As required by the provisions of Commission Rule
104, Applicant proposes to dedicate all of Section 16,
Township 20 South, Range 36 East, N.M.P.M., Lea County, New
Mexico to the well.

4. Applicant requests that it be designated operator
of the pooled unit requested above, that a risk factor of
2007, be assessed along with other charges.

5. Applicant has been unable to obtain voluntary

agreemenr for the

-_—— - [ S _—— el k] 1.
finoolied interesis indica-
L

T

ng ¢©f the
ted in paragraph 2 above, and in order to avoid the drilling
of unnecessary wells to protect correlative rights, and to

prevent waste, the Commission should pool all interests in

the spacin

o NY nrarstinn 17:-\'
g or

-
i

P
-
14.

et

.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division
duly appointed examiner, and that after notice and hearing
as required by law, the Division enter its order pooling
all interest underlying Section 16, Township 20 South,
Range 36 East, N.M.P.M., Lea County, New Mexico and
designating Applicant operator of the pooled unit, together
with provision for Applicant to recover its costs out of
production including a risk factor to be determined by
the Division and with provisions for the payment of operating
costs and costs of supervision out of production to be
allocated among the owners as their interest may appear
Lur approvai of the requested unorthodox well location and
for such further orders as may be proper in the premises.

Respectfully subgpjrted,

D EXPL

W. Thoma
KELLLAHIN & LAHIN
P. 0. Box 176t
Santa Fe, New Mexico 87501
ATTORNEYS FOR APPLICANT

-2-
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISIORN

IN THE MATTER OF THE APPLICATION
OF ADANS LATLORAYLIUN CUMPANY FOR
COMPULSORY POOLING, AND UNORTHODOX
LOCATION, LEA COUNTY, NEW MEXICO

2
vy

)
/

/-\ / /
APPLICATION Coas 07 %

COMES NOW Adams Exploration Company and as provided
by Section 70-2-17, New Mexico Statutes Annotated-1978, applies
to the 0il Conservation Division for an order pooling all
ral interests in and under>5ectiuu io, TZ0S, K36k,
NMPM, Lea County, New Mexico, being a proration unit consist-
ing of 640 acres, more or less, for a test of all producing
depths to the base of the Pennsylvanian Formation at an
Uncrthodox locaiion 660 feet from the South and 660 feet
from the West line of said section, and in support thereof
would show the Division:

1. Applicant is the owner of a right to drill and
develop in Section 16 and proposes to dedicate Section 16 to
a Morrow test well.

2. Applicant has obtained voluntary agreement for
pooling from all but the following:

Amoco Production Company NE/4 of Section

P. 0. Box 3092

Houston, Texas 77001

Attention: Mike Burkhart.




3. As required by the provisions of Commission Rule
104, Appiicant proposes to dedicate all of Section 16,
Township 20 South, Range 36 East, N.M.P.M., Lea County, New
Mi:xico to the well.

4. Applicant requests that it be designated operator
ot the pooled uunii regqucstcd cbove, that a risk factor of

2007 be assessed along with other charges.

LN

Annlicant has been unable to obtain voluntary

he peeling of the unpooled interests indica-
ted in paragraph 2 above, and in order to avoid the drilling
of unnecessary wells to protect correlative rights, and to
prevent waste, the Commission should pool all interests in
the spacing or proration unit as a unit.

WHEREFORE, Applicant respectfully requests that the
Division set this matter for hearing before the Division
duly appointed examiner, and that after notice and hearing
as required by iaw, the Divisigcn snter irs order nonling
all interest underlying Section 16, Township 20 South,

Range 36 East, N.M.P.M., Lea County, New Mexico and
designating Applicant operator of the pooled unit, together
with provision for Applicant to recover its costs out of
production including a risk factcr to be determined by

the Division and with provisions for the payment of operating
costs and costs of supervision out of production to be
allocated among the owners as their interest may appear

for approval of the rogueetrad unorthodox well location and
for such further orders as may be proper in the premises.

Respectfully subpjrted,

D. EXPL TI

/

{
W. Thomag
KELLLAHIN & K.E‘LLAHIN
P. 0. Box 176
Santza Fe, New Mexico 87501
ATTORNEYS FOR APPLICANT

By
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2£££E STATE OF NEW MREXTCO
LNERGY AUD MINEPALS DidARTMENT
OIL CONOLRVATION DIVIS1ON

dar/
i IN THE MADTTER OF TUN HELRIN
CALLED BY ‘Citl; OQIL CUNSLERVATION
DIVISICN FOR THE PURPOSE OF
CONSIDERING:
CASE NC. 6763
Order No. R~ (. 72 7.2
2 ‘ APPLICATION OF ADAMS EXPLORATION COMPANY
= ‘ P FOR COMPULSORY POOLING AND AN UNORTHODOX
E; : = V\-ﬁ - TOCATTON. LEA COUNTY, NEW MEXICO. .
F

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on December 12 '

19 79 » at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this day of December , 1979 , the Division

cx, having considered the lesiimuny, the record, and the !
' recommendations of the Examiner, and being fully advised in the
prenises,

FINDS @

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

| matter thereof.

{2) That the applicant, Adams Exploration Company r

- seeks an order pooling all mineral interaste in +hc North Csudo-—

Morrow Gas Pool underlying ehe.
&f Section 16 , Township 20 South , Range 3€ Fast ¢
NMPM, North Osudo-Morrow Gas Pool, Lea County, New

Mex:.co.& &A[MM GHO-dlre /“

MM%MJ/J




-

OV PO

P U PSPPI PR SEE

——

R

a5 o A 5 S S———— T 8

S e n M

,.2...
Chse ho.,
Urdoer Lio. I~

(3) 7That the applicani has the right to drill and proposes
.-Fo( $aid umifat an unorthodox location 660 feet from the South

te 2ril) o owell/ line and 660 feect from the West line of caid.
Section 16.
(47 That there aic intuiest owners in the proposcd proration

unit who have not agreed to pool their intercsts.

F>
O av

O

{5) hat id 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

s

ccl, the subiect application should be approved by

pooling all mineral interests, whatever thermay be, within said

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

{(7) That any non-consenting working interest owner shoulad
be afforded the cpportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reascnakle
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 frum producticn his share of the reasonable well costs
plus an additional 2& therecf as a reasonable charge for the
risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opporEﬁnity to object to iLhe 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 rcasonable well cests,
anf non~-consenting working interest owner that has paid his ¢
share of estimated costs should pay to the operatcor any amount
that rcasonable well costs excced estimated well costs and

should receive from the operator any amount that paid estimated

well costs exceed reasonible well costs.
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| cparaiar shoald Lo aacthorized Lo wiinhold fionm product ion the
proportionate share of such supervinion chargegatirilutable to
cach non-consenting working intercot, and in addit:on thereto,
the opecrator shonld he authorized to withhold from production

the proportionate share of actual cxpenditures required for
] q

operating the subkject well, not in cxcess of what arc rcasonable,

attributable to cach non-COnseqting working interest.

(12) That all proceeds from production {rom the subiect
Fwell 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.
i (13) That upon the failure of the operator of said pooled
?unit to commence drilling of the well to which said unit is

~dedicated on or before w ,4 /7?0 , the order :
7

;ipooling said unit should Become null and void and of no effect

' whatsoever.

i IT IS THEREFORE ORDERED:

; (1) That all mineral interests, whatever they may be, 1
; Pool ;
j;in the North Osudo-Morrow Gas/ foswse®OiK underlying PHE(XXXX '

‘o Section 16 , Township 20 South . Range 36 East ;
;NMPM, North Osudo-Morrow Gas Pool , Lea County, New Mexico,
;Eare hereby pooled to form a standard _'640— acre gas spacing k

‘;land proration unit to be dedicated to a well to be drilled
.at an unorihodox iocation 660 feet from the South line and 660
"feet from the West line of said Section 16, wheich locadion is

]

1

i

k&na‘g Ftnadl . E
g Prol7¥orn HOWRVER, that i

14 §5)0 h; the operator of said unit shall

‘commence the drilling of said well on or before the -ﬂn'rsT day of

,4'!1"44- , 19%0, and shall thereafter continue the drilling
,of said well with due diligence to a depth sufficient to test the 5

f - *
; l‘.‘vé‘.lAu) formation;

PROVIDI'D FPURTHER, that in the ovent said operator does not

t
v

_commence the drilling of said well on or berore the ﬂz,_t doy of

A?@'I R ]_950 ; Order (1) of this order shall be nuell

and vold and of no eftect whatooever, unlesys caid operator obtains

a tinme oxtension trom the Division for good crwuse shiowun,

j
|
|



PROVIDED TURTHIIR, that should cald well not be drilled to

completion, or abandomusent, within 122 days after commencement
thercof, said operator shall appear before the Division pirector and
show cause why Order (1) of this order should not be rescinded.

{(2) That - Adams Exploration Company is hereby designated

the operator of the subject well and unit.
(3) That after the effective date of this order and within

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

tlie Division and cach known working interest owner in the subiect

unit an itemized schedule of estimated well costs.

{4} That within 30 days from the date the schedule of

B S

- 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
Ishare of reasonabie well cosis cut cf . and that any
such owner who pays his share of estimated well costs as pro-
 vided above shall remain liable for operating costs but shall

! . not be liable for risk charges.

,4§ | (5) That the operator shall furnish the Division and each

- known working interest owner an itemized schedule of actual well

- costs within 90 days folliowing completion of the well; that if

,% "no objection to the actual well costs is received by the Division

‘ and the Division has not objected within 45 days following receipt‘

. of said schedule, the actual well cosis shall be the reasonable

well costs; provided however, that if there is an objection to
actual well costs within said 45-day period the Division 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
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above shall pay to the cperator his pro rala share of thoe amoant
that recasonable 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 te withhold
the following costs and charges from production:
(AY The pro rata share of rcasonable well costs
attributable to each non-consenting worliiug

interest owner whno has not paid his share of

lda
'

estimated well costs within 30 davs from the
date the schedule of estimated well costs is
furnished to him.

(R) As a charge for the risk involved in the
drilling of the well, Zo® of the pro rata
share of reasonable well Eosts attributable
to each non-consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.

(8) That the operator shall distribute said costs andg

charges withheld from proauciivun Lo the parties who advanced

3 n -
the well costF. P {
(9) Tha§%3¢¥1200 per nonth #s hereby fixed as e reasonable

N

charges for supervision (combined fixed rates); that the operator

is hereby authorized to withhold from production the proportionate-

. . T S PR R,
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gozattributable to each non-

consenting werking interest, and in addition theretc, the operator
is hereby authorized te withhold from proauction the proportionate
share of actual expenditures requirced f{or operating such well,

not in cxcess of what are roeasenable, attryibutable to each non—

consenting working interest.
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A{10Y  That any unseverod mincral interest shall be considerad

a scven-cighths (7/8) working intercest and a once-ciyguiir (1,3}
royalty intercst 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 producticen shall be withheld only from the working
interests share of production, and no costs or charges shall
he withneld from production attributable to rovalty interests.

(12) That all proceeds from production from the subject

well which are not disbursed for any reason shall immediately
be placed in escrow in Lea County, New Mexico, to be

paid to the true owner thereof upon demand and proof of ownership;

that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the date of
first deposit with said escrow agent.

A(l3) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

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

i




