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EDWIN L. MECHEM
T CHAIRMAL

SState of Netu Wexico
@il Eongervation Commigsgion
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€. 8. JOHNNY WALKER %“ 2 A, L. PORTER, JR.
MEMBER : ";. N SECRETARY - DIRKECTOR
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““

P, O. BOX 371
SANTA FE

October 19, 1962

Mr. Richard Morris Re: Case No. 2622

Seth, Montgomery, Federici & Order No. R~2333
Andrevws ——
Attornsys at Law Applicant:

Box 828 _Cactus Drilling Company

santa Fe, New Mexico

Dear Sir:
Enclosed herewith are two copies of the above-referenced
Commigsion order recently entered in the subject case.

Very truly yours,

A2 (.

AO I’ - PORTER' Jr -
Secretary-Director

ir/

Carbon copy of order alsc sent to:
Hobbs 0CC X
, Artesia 0CC

Aztec OCC

OTHER




BEFORE THE OIL COMSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HPARING
CALLED BY THE OIL COHSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2622
Oxrder No, R=2333

APPLICATION OF CACTUS DRILLING COMPANY
FOR A NON~STANDARD GAS PRORATIOQN UNIT,
LEA COUNTY, BEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

Thig cause came on for hearing at 9 o'clock a.m. on
Septexber 27, 1962, at santa Fe, New Mexico, hafore Elvis A. Utz,
Bxaminer duly appointed by the Cil Conservation Commission of New
Mexico, hereinafter referred to as the "Commizssion," in acccrdamnce
with Rule 1214 of the Commission Rules and Regu aticins.

NOW, on this__18th day of October, 1962, the Commissiorn,
a gquorum being present, having considered the application, the
- avidence adduced, and the recommendations of the Examiner,
Elvis A. Utz, and being fully advised in the premises,

2‘;‘-953

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

(2) That the applicant, Cactus Drilling Company, seeks the
establishment of a l20-acre non-standaxrd gas proration unit in the
Arkansas Junction-Quees Gas rcol, comprising the B/2 NE/4 and NW/4
MEB/4 of Section 11, Township 1i8 sSouth, Range 36 Bast, NMPM, Lea
County, New Maxico. .

(3) That the applicant proposes to dedicate said 120-acre
non-standard gas proration unit to ita Catron State "B" Well No. 1
located 660 feet from the North line and 663 feet from the EBaat
- 1ine of said Section 1l.

(4} That the proposed 120-acre non-standard gas proration
unit can reasonably be presumed to be pmoductivc of gas from the
Arkansas Junction-Queen Gas Pool.

{5) That establishment of the above-daeascribed noa—stahdl:d
gae proraticn unit will neither cause ua-to Dor iupedix eo::-&ntivo‘

zights

4




CASE Ho. 2622
Order 0. R~-2333

IT IS8 THEREFORE ORDERED:

(1) T=hat a l20-acre non-atandard gas proration unit in the
Arkanzas Junction-Guecn Gas pool is hereby established, comprising
the E/2 ¥3/4 and NW/4 NE/4 of section 11, Township 18 South, Range
36 Kast, MMPM, Lea County, New Mexico. Said unit shall be dedi-
cated to the Catron State "B" well No. 1, located 660 feet from
the North line and G660 feet from the LBast line of said Section 1ll.

(2) That jurisdiction of this cause i3 retained for the
ﬂF -

antry of guch further orders ae the Commigeion may deem necsssary.

PP epeo LIS § )

DONE at Santa Pe, New Mexico, on the day and yeay herein--
acove designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIR L, MECHEM, Chairman

& by el
b Lo, .

A. L, PORTER, Jr., Member & Sacretary
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- No. 28-~62

DOCKET: EXAMINER HEARING - THURSDAY - SEPTEMBER 27, 1962

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

The following cases will be heard before Elvis A. Utz, Examiner, or
Daniel S. Nutter, as Alternate Examiner:

-CASE 2622: (Continued)
\\\ Application of Cactus Drilling Company for a non-standard -
gas unit, Lea County, New Mexico. Applicant, in the above-
\\ styled cause, seeks the establishment of a 120-acre non-
standard gas unit comprising the E/2 NE/4 and NW/4 NE/4 of
\\ Section 11, Township 18 South, Range 36 East, Arkansas

N Junction-Queen Gas Pool, Lea County, New Mexico.
X,

CASE 2642: Application of Phillips Petroleum Company for a unit agreement,
Chaves County, New Mexico. Applicant, in the above-styled
cause, sceks aovproval of the West Cap Queen Sand Unit Agree-
ment embracing 1,680 acres, more or less, of State, Federai
and ifee lands in Township 14 South, Range 31 East, Caprock

Queenr Pocl, Chaves County. New Mexico.

Application of Phillips Petroleum Company for a waterflood
project, Chaves County, New Mexicc. Applicant, in the above-
styled cause, seeks approval of a waterflood project on its
proposed West Cap Queen Sand Unit Areca, Caprock Queen Pool,
Chaves County, New Mexico, by the injection of water into

the Queen formation through 17 wells located in Sections 8,

17, 20, and 21, Township 14 South, Range 31 East. Applicant
proposes to operate the waterflood project under the provisions

of Rule 701.

W
(13

t

CASE 264

CASE 2644: Application of Pan American Petroleum Corporation fa a dual
completion (oil production and salt water disposal), San Juan
County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the dual completion (conventional) of its
U. S. G. Section 19 Well No. 13, located 2050 feet from the
North line and 1810 feet from the East line of Section 19,
Township 29 North, Range 16 West, Hogback Pennsylvanian Pool,
San Juan County, New Mexico, in.su.’h a manner as to dispose
of salt water into a former gas producing zone (6514-6524'}
and to gioduce oil from a lower zone (6620-6632') through
the casing-tubing annulus and through tubing, respectively.
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Docket No, 28~62

CASE 2645 Application of Pioneer Production Corporation for compulsory
pooling, San Juan County, New Mexico. Applicant, in the
above-styled cause, seeks an order force pooling all mineral
interests in the Basin Dakota Gas Pool to form a 320-acre gas
proration unit comprising the $8/2 of Section 2, Township 29
North, Range 13 West, San Juan County, New Mexico.

CASE 2646: Application of Texaco Inc., for permission to dispose of
salt water, Lea County, New Mexico. Applicant, in the above-
styled cause, seceks permission to dispose of salt water into
the Devonian formation through the Shell State of New Mexico
"A" Well No. 3, located 990 feet from the South line and
660 feet from the West line of Section 2, Township 11 South,
Range 37 East, Echols {Devonian) Pool, Lea County, New Mexico.

CASE 2647: Application of Carper Drilling Company for a tubingless
completion, Chaves County, New Mexico. Applicant, in the
above-styled cause, seeks authority to complete its Baetz
Well No. 1, located in the SE/4 SW/4 of Section 35, Township
14 South, Range 27 East, Chaves County, New Mexico, as a
tubingless gas well completion producing through perforations
from 8182-+270' in 2 7/8 inch casing.

CASE 2648: Application of El Paso Natural Gas Company for an unorthodox
0il well locatipn, Rio Arriba County, New Mexico. Applicani,
in the above-styled cause, seeks approval of an unorthodox

0il well location for its Canyon Largo Unit Well No. 118 at
a point 1030 fcot from +the Souith Tine and 800 fecet from the

e

E East line of Section 8, Township 24 iiorth, Range ¢ West,
1 Devils Fork Gallup Pool, Rio Arriba County, New Mexico.

CASE 2649: Application of Tidewater 0il Company for two triple completions,
(conventional), Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to add the Blinebry zone
to its A. B. Coates "C" Wells Nos. 1l and 12, located in Unit
F and Unit K respectively of Section 24, Township 25 South,
Range 37 East, Justis Field, Lea County, New Mexico. Both
of said wells are presently Tubb-Drinkard and Fusselman dual
conpletions.

CASE 2650: Application of Tidewater Oil Company for a triple completion,
(bonVentional), Lea County, New Mexico. Apglircant, in the
akove-styleu cause, seeks authority to add the Blinebry zone
to its A. B. Coates "C" Well No. 14, located in Unit G of
Section 24, Township 25 South, Range 37 East, Justis Field,
Lea County, New Mexico. Said well is presently a Tubb-
Drinkard and Montoya dual completion.
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Docket No. 28-62

CASE 2651:

CASE 2652

CASE 2653:

Application of Tidewater 0il Company for a triple completion

‘{conventional), Lea County, New Mexico. Applicant, in the

above-styled cause, seeks authority to add the Blinebry
zone to its A. B. Coates "C" Well No. 16, located in Unit
O, of Section 24, Township 25 South, Range 37 East, Justis
Field, Lea County, New Mexico. Said well is presently a
Tubb-Drinkard and McKee dual completion. :

Application of Tidewater Oil Company for a triple completion
(conventional), Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to add the Blinebry

zone to its A. B. Coates "C" Well No. 20, located in Unit

A, of Section 24, Township 25 South, Range 37 East, Justis
Field, Lea County, New Mexico. Said well is presently a
McKee and Ellenburger dual completion.

Application of Tidewater Oil Company for a triple completion
(conventional), Lea County, New Mexico. Applicant, in the
the above-styled cause, seeks authority to add the Blinebry
zone to itz A. B. Coates "C" Well No. 21, located in Unit
J of Section 24, Township 25 South, Range 37 East, Justis

“Field, Lea County, New Mexico. Said well is presently a

Montoya-Mckee dual completion.




OlIL CONSERVATION COMMISSION

P. O. BOX 871 o
SANTA FE, NEW MEXICO o e D¢ e (-
e

September 11, 1962

Cactus Drilling COmpany
P, 0. Drawer 71 _
San Angelc, Texas

Atteantion: Mr. L. B. Nilsson

Ra: Request for non-standard gas proration
unit, Catron state "8" Well No. 1, W-H
E/2 NE/4 and NW/4 NE/4, Section 11,
Township 18 south, Range 36 Eugt, Lea
County, New Mexico

Gentlemen:

Thank you for your letter of September 8, 1962, Please
be advised that you will need to retain an attorney licensed
to practice law in the State of New Mexico to present your
case before the Commissicn on September 27, 1962, Mr, Sharp
may appear as a witneas on your behalf and you may retain an
out~of-gtate attorney to present your case but he must be
associated with an attorney licensed to practice law in New
Mexico before he can appear before the Commission.

In general, your witness should be familiar with the
subject application and should be prepared to establish that
granting the same will not cause waste or impair correlative
righta. Your attorney will be able to give you more detailed
information concerning the evidence that should be presgented
to the Comuission.

Please inform me if you need any additional informetion,
‘ Very truly yours,

'l'u._..'A\\

(0 JAMES M. DURRETT, Jr.,
Attorney

m/oa
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TELEPHONK o POST OFFICE
e83.4888 » ORAWER 71

CACTUS DRILLING COMPANY
FIRST SAVINGS BUILDING
SAN ANGELO. TEXAS

septemher 8, 1062

State af New Mexico

¢il Conservation Commission
P.0. Box 87)

Santa [e, New Mexico

Attention: Jawes L, Durrett, Jr,

Re: RBequest for non-standard gas proration
unit, Catron state "B" Well No, 1, W=y
K72 NE/4 and Na/4 ““/A Seetion 11 Twp, 18S
Range 36 E, lea Fnunty, New Hexico

Gentlemen:

We have your letter of August 30, 19062 on the above captioned and first
thank you for your consideration and secondly we apologize for our contri=-
bution to the mix up involved,

We are not familiar with prodcedure in such cases and kindly ask that you
advise if it will bhe permissible for our geelogist, ¥r. James [, Sharp of
Hohbs, Mew Mexico, to appear Septcwher 27, 1962 or if we will need legal
representation bhefore the commission,

Also if any other information is needed by our representative, kindly
advise and we will appear fully prepared,

Yours very truly,

CACTUS DR\LLlHG COMPANY

s F' Wllsson

LEN/gr 1
S CC to J. L. Sharp |
o 110 W, Mesa
; Hobbs, New Mexico
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OlL. CONSERVATION COMMISSION e
P. 0. BOX 871
SANTA FE, NEW MEXICO

August 30, 1962

Cactus Drilling Company g
Pirst savings Building e, AR e
Post Office Drawer 71

San Angelo, Texas

Attention: Mr. L. E. Nilsson

Re; Request for non-standard gas proration
unit, Catron State "B™ well No., 1, wW-H
B/2 NE/4 and BW/4 NB/4, Saction 11,
Township 18 south, Range 36 East, Lea
County, New Meaxico

Gentlemen:

In accordance with our letter of August 7, 1962, your
application for a 120-scre non~standard gas proration unit
to be dedicated to the above well was set £for hearing and
cane on before the Comission at the Ecaminer Hearing held
August 29, 1962, in the 01l Comnsexvation Commission Confer-
ence Room, State Land Office Building, Santa Pe, New Maxico.
As nO one appeared on your bshalf, I moved the Commission
to comtinus ths case and the motion was granted. The case
was continued to the Examiner Hesaring to be hsld September
27, 1962, in the 0il Conservation Commission Confermsce
Room, State Land Office Building, Santa Pe, Naw Mexico.

You will once again receive a copy of the Docket prior to
the heiring.

¥When your case was called during the August 29 Hearing,
move tc dismisz the case for lack of proswzcution as

£ August 7, 1962, advising you that the application could
be granted after notice and hearing and that the case
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OlL CONSERVATION COMMISSION
P.O. BOX 871

SANTA FE. NEW MEXICO

-2 rugust 30, 1962

Cactusg Lrilling Company

would be docketed for the August 29, 1962, Heuaring. However,
I must advise you that I will be forced to move the Commisg-
sion to dismisas the case for lack of prosecution if zomeone
doss not appear for you on September 27, 1962.

Alsc, please be advised that the Commdseion will be forced
to shut the subject wall in if appropriate action is not taken
before September 27, 1962, and the case is dismissed for lack
of prosecution as no unit wili have bean approved for produc~
tion., May we suggest the following three alternatives that ve

see at this tiume:s

{1) Proceed with the application for a 120-acre non-
standard proration unit.

(2) rorm a voluntary l60-acre standard proration unit.

{(3) File an application to force-pool all non-consent-
ing interests and estadblish a standard 160~acre
proration unit.

We will be happy to discuss this matter further with you
or furnish you any additional information you may desire.

Very truly yowurs, #

JAMBES M, DURRET?, Jr.,
Attorney

JKD/esx

cC: Mrs., Marian M. Rhea
Supervisor, Unit Division
State lLand Office
Santa ¥Fes, New Maxico




OIL CONSERVATION COMMISSION
// p.O. BOX 871%

4

SANTA FE., NEW MEXICO

dugust 7, 1962

Cactus Drilling Company
Y. O, Drawvwar 71
san Angelo, Texas

Attentions Mr. L., B. @lis=on

Gantlemen:

Gas Fool for your Catron state "B" Well #0. 4, located in

the NR/4 KR/4 of Section 11, rore-;;’;;? ;"::t.g’ Range 36

Bast, Lea County, New M*1cSs /2 of the NR/4 and the WW/4
that you seek to €2%€o thae aforesaid well.
§/4 of said Sectic

-<0 04l Consarvation Commission Rules and Regu-
lat Bew .3 not permit the assignment of a non-standard unit
Ati%on-prorated well except after notice and hearing,
unless special pool rules for the pocl make povision for
samsa. Your applicatiom will, therefora, be set for hearing
on our August 29, 1962, Docket. You will receive a copy of
the Docket £ort.huhuzuqusooau1thuhunpubmlud.

Very truly yours,

DANIEL S, NUITER
Chief Engineer
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IELEPHONE ' POSY OFFICE
6334008 DRAWER 71

CACTUS (DF?ILLJP4C’<3()AHF%AF4Y o

y
FIRSY SAVINGS BUILLING
SAN ANGELO, TEXAS

August 3, 1962

I3 . I3 - ': ' /{ . ’ o ’
New Mexico 0il Conservation Commission B
Santa Fe, New Mexico

Attention: Mr, A, L., Porter, Jr.

Re: Request for Non-standard Gas Proration Unit
Catron State "B" Well No, 1; W-H E/2 NE/4
NW/4 NE/4; Section 11, Twp. 18-S, Rge. 36E
Lea County, New Mexico

Gentlemen:

We hereby request approval for a Non=-standard Proration Unit consxstxng of
120 acres as above capticned.

Cactus Drilling Company completed a producing gas well located 660° from the
North line and 660' from the East line of Section 11 and located within a
proposed proration gas unit consisting of 160 acres to which United States
Smelting Mining and Refining Company contributed 40 acres described as the

NW/4 of the Nh(4 and Mr, John M. Kelly had agreed to contribute the SW/4 of
the NE/4 with the 80 acres owned by Cactus Drilling Company described as the
E/2 of the NE/4.

ww

Wr. John ¥, Kelly, upon his appointment to a federal office, disposed of
his oil holdings and Continental 0il Company acquired that portion of the
above unit which had been committed by Mr. Kelly.

Subsequent correspondence from February 16, 1961 through December 2, 1961
was unsuccessful im securing Continental 0il Company approval to participate
in the unit and we received no answer to out letter of December 2, 1961
wherein we advised Continental if they could not agree to carrying out the
verbal agreement Mr. Kelly had made, then we would apply for a 120 acre all-
ocation to this well. In view of the stand taken by Continental and supported
; by copies of correspondence attached, Cactus Drilling Company respectfully

Lo requests the Commission's favorable consideration of our application for a
' 120 acre unit applicable to our Catron Gtate "B" Well No. 1.

Yours very truly,
CACTUS DRILLING COMPANY

L. E, Nilsson

LEN/gr
Encls,

S RN




Deccaber 2, 1961

Coptinental 0il Cowpany
825 Petrelous Building
Hoswell, hew heoxico

Attestion: Nr, W, A, Mead

Rt  Propesed 160etore proration
Unity Catron State "B® No,
Arkanseas Jusction Quedu Las
Pool, l.ea Ceunty, New Maxico

Gewtlemen:

Answoring your lettler of Novembur 20th {n coomection with the abova capt...
with particular reforence to our letter of Novembor 3rd is which we faile
te soksowledye m™moeipt of your letter of (ctober 24th, Catres Orilling
Compeany Joc¢s not approve the proposel as submitted ip your letteyr, Since
®hat wozld awax that we wowld wind up with & 1/16 of 1/4 Saterest out of
which we would hove to pay all eperating expeases and/or remediel expenssc:
that may he jrcurrud during the life of the producing well,

de are attaching copy of eur letter to Xr, Jokn Kelly whevein it fis set
out he had verbally agreed te aysiga the seredge is questiea amd retaix
a 1/6th over ride. Om the basis of this verbal sgreemsnt, we ssdmitted a
C~128, New Nexicy form assigning 100 scres ie ihée ges prviiiien waiie
Subsequent to this letter, Conese tesk over the Kelly ssreege whem hs was
appointed ts his preseat ral offies and we had assumed this testative
verbal sgresemest weuld be esrried threugh by Cencee,

If Comeco oan 2ot see its way clear te assigning the aeveege end rvetalaing
8 1/8th over ride, or jeining in the sait and paying their propertisaate
share of the cest of the drilling of this well, kindly advise and we will

£ile en smmendod New Nexise form C~128 for the 120 seve allosatios to thais %
well with cerrespeading redustion in gas produstien, Ths well will be shut 2
iz te compensate for any sver producties that has bees ervemesusly sllecatod %
te your 40 asre trest, B i

~ Yours wery trely,
CACTUS DRILLING CONPANY

o SRR I N
? vm«‘.!‘ A e

L. 8 Kilssss -
LEN/uh ~ | i

Gl

(b
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Rovouber 3, 1961 L
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Coatinental 0Ol) Company
e G Bom 3T
Rasmeafil. New Newies

Attontions Ne, William A, Meed
st Prepesed MO ssve premation

wmis, Catyus State "B” Ne. |,
Arkansas Junetien Queen Gas

Gentlenen:

1a diseuszing the adewe sait with Ne, Late wpea Ais
vetuara, | hew learasd wes & definite sndepeteading with
ke, Kolly thet ho wenld cither join the wmit, o weuld yetais

L —1 7 - —— I —
Pas your infermntion total oest of Whis well woq $09,840.97,
would mes thet the eest to g %mii”

e wiil iste your asdvicing Continental®e desicien a0 to
mu Jeoia us or assign and weteia their everride,

Mmg-
CACINS BRILLING COMPANY

Lo Re Niiloses

e




CONTINENTAL O11. COMPANY

P O. DON 137y
ROMWERLL NEW MREXICO

W, A, MgaAD t e { ¢
(iviaiin MuUrrnin raassny OC IOUvr‘ d " + ')(Jj
or Feoprcron
. BAS PRTROLERY™A BUllLiNG
Naw Mptico Svvmsos TELEPIH ONE  MAIK 2 420,

Cactus Drilling Company
?19 East Beauregsard

san Angeio, Texas

Attn: Mr, I, E. Nilsson

Gentlenen: Re: Proposed 160 acre prcratio
unit, Catron State "b" 1. .
Ar'ransas Junctlion Quie
Pool, Lea County, New ;exi:

Your letter of July &, 1461, proposed the formatior
of a 16) wcre gis proration unit ir the NE/4 Section 11, T-1*
R-36E, tncluding our 40 ucre tract in the SW/4 NE/U, to ve
dedlcatsd Lo your Catron tate "B" well No, 1.

We are agreeable to the formation of a 160 acre g. .
unit, in which v will own a 1/4 working interest, with the
following stipulations: ‘

1. That Continental 0il) Company will assign to
Cactus Drilling Company 7/8 of its 1/4 share
of the total quantity of natural gas and
liquids produced until Cactus has repouped
a total of $11,300, or 1/4 of the cost of the
well.

?. That after 1/4 of the cost of the well has been
recouped, then during the remainder of the 1life
of the agreement, Cactus will retain 1/16 of
Continental's 1/& share of the production in
lieu of all future operating and remedial costs
allocable to Continental.

3. That Cactus Drilling Compaﬁy shall equip and

maintain the well for the production and
delivery of gas at its scole cost and expeuse.

PIONBEERING IN PETROLEUM PROSAEESS SINCE 1873

o - LA Bl .y - e R e e TR o 140 o . .
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4. That Cactus Drilling Company will retain title
te the well, and upon depletion af the weall (ho
arrverent will bormdnene, st Cootus will besr
widottgpesal costs Incurrer and retain all sal-
vage values received,

If you agree to these points, please prepare the necessar:
agreements und submit them to us for examination and approval,

Yours very truly,

CRA-LD

TG e 4o AR Y% e ] R R A R DT e R TR ot 4 40
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‘N : BEFORE THIE ‘
. OIL CONSERVATION COMMISSTON
[ Santa Fe, New Mexico

Auqust 29, 1962

EXAMINER HEARING

T N - - me wm e e - R R ) - - - - ee e e e ae

IN TH:E MATTER OF:

FARMINCGTON, N, M
PHONE 325.1182

Application ot Cactus Drilling Company for a
non-standard gas unit, Lea Ccunty, New Mexico.
Applicant, in the above-styled cause, seeks
the establishment ot a 120-acre non~standard
gas unit comprising the E/2 NE/4 and NW/4 of
Section 11, Township 18 South, Range 38 East,
Arkansas Junction-Queen Gas Pool, l.ea County,
New Mexico.

- e m o e - . - e me W

L~ .

BEFCRE: Danizl S. Nutter, Examiner

TRANSCRIPT OF HEARING

MR. NUTTER: Call Case 2622, 1Is there anyone present
from Cactus Drilling Company?

MR. DURRETT: Mr. Examiner; at this time, since there
doesn’i{ seem to”bc:anyone present from CactuskDrilling Company,
we'll move to have this case continued until the next Examiner

Hearing.

MR. NUITER: This case will be continued to the next

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.6691

bxaminer Hearing, which is going to be at this same place on

September 27, 1962,

(Whereupon, the hearing was adjourned.)
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Ty ADS DiAsUERY, Tiitary Bibite 4 oand for the County
of Bernalllle, "tate of Tow Movico, do hereoby cortify that the
foreaning and attached ’»' ancerint of procecdings was reported by
me in stepotypo and that the same was reduced to typewritten
transcrint arder my personal f;upr,@)rvir;i(m and contains a true and
corract, rocovd of satd proceedings, to the best of my knowledge,
skill and ability,

WITNESS my Hand and Seal this 9th day of October 9,
18962, in the City of Albuquerque, County of Bernalillo, State of

New Moxico,

Y :
s -
. L ,'x/'{(',, oy oy el

NOTARY PUBLIC
My Commission Expires:

June 19, 1963.

1 do hereby certify that the foregoing 1s
a veonic o record of 1he rroccedings in
the @ L S ﬁ;

et Examiner

New Fexico 0il €Coanservation Commission
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3
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TRANSCRIPT OF EARIRG

UTZ . Dase 26272

EAEAMINER

MR of Cactus Trilline Company

MR, DIRR¥TT: Application

for a non-standard gas unit, lLea County, MNew Mexico.
Richard lorris of Seth, Montgomery, Federic?'

Mexico, on behalf of Cactus Drilling

]

and Andrews, Santa F

Companv. ile would offer one witness, tMr. Jim Sharp , ‘whom we

would like to have sworn, please.

EMAMINER:UTZ:  sre there other appearances in this .case?
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Drilling Comnanv in

4 Have vou ever testified befove the lew rexico OiLL Con-
servation Comuission or cne of its examiners?

A Ne, sir, 1 haven't.

d dr. sharp , woulé vou briefly outline vour education
and experience in the oil business for the Commission , for the
Ixaminer?

N 1 egraduated from Tewvas Tech in 1%55 with a petroleum

geoleozv degree and after oraduatine, went to work for Pan Americag

~

Petrvoleun Companv in Poswell and was assoclated with them fo

five vears in Roswell and Lubhbock | Tewas. i lefr them in 1950

-~

to oo to work for the Cactus Drilling Company as a aeologist,

Q Did vou do general geolonical work with 2an american?

A Yes, sir.

Q My, Shaxp, are you familtidy with the application of

.




PAGE ¢4

| the Cactus Miltiae Company tun Case 26227

A Yeg, siv, T am,

MR, MORRISY My, Exawminer, may Mr, Sharp testify as ao

e

expert. witness Lo thig casa?
EXAMINEP WT7: Yes, sir, he way.
(Whareupon Applicant's

Fxhibit No. 1 marked
for identification,)

FPARMINLTON, N, ™
PRONE 30%-

Q (by Mr. Morris) DPNeferring first, Mr. Sharp, to what hasg
been marked as Applicant's Exhibit No., 1 in this case, would you
state to the Examiner what that exhibit shows?.

A That is a land replat map showlng Township 18 South,
Range 36 East in Lea County, New Mexico, outlining the known

limits of the Arkansas Junction-Queen Gas Pool in green, Of

SANTA FE, N, M.
PHONE 983.3%71

course, this is, as 1 say, the known limits and further drilling
could show a larger field, There is a well now producing in the
field., The 160 acres in question is colored in yellow with the
Catherine State Nc;. 1-B Well pointed out in it; that is in the
Northeast of the DYNortheast of Section 11 in this 160 acres.

Q Will vou identify more specifically the Catherine State

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE, N. M,

Well No. 1-B as to its location?

A It's in the Northeast of the Northeast of Section 11,

PHONE 243.6691

Township 18 South, Range 36 East, Lea County, New Mexico.

Q - This plat aleso shows the location of other wells in the

. Arkansas Junction-Queen Gas pool, does it not?

o A Right now there are twelve wells, gas wells, producing |
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w with two locations having now been staked. I don't believe
they have been gtarted yet, One is a Gulf well and ane Tide-
viatey.  They probably haven't been gsrarted vet,
vy Q Your well, the Catherire SLM:Q Well Vo, 1.8, that was
; ' | the discovery well in this pool?
- S %i} A Yes, sir, it was, '.-."e,ori‘ginally showed the well on
‘in the outline. We showed two locations west out of the top of the
E\ig Queen, at the time, and drilling a little deeper, we ran into
L% the lower well, the gas section; and consequently, we did not
it have the 160 acres tied up before we drilled the well.
& R o .
EE (Whereupon Applicant®s
& & Exhibit No. 2 marked
= ia for identification.)
- QS is .
é: ég Q Now, referring to what has been marked as Applicant’s
& e Exhibit No., 2 in this case, would you state to the Examiner what
gé that exhibit shows?
.ég A That exhibit shows Section 11 of Township 18, Range 3¢,
a; especlally the Northeast quarter, ownership there being 80 acres
Eg drilled by the Cactus Drilling Company, Forty acres are by us
EE ié committed and the remaining forty by Conﬁinental.
< §§ Q ﬁow, the eighty acres is in the East half of the quarterL?
%é A The East half of the Northeast.
Q You say Continental controls the Northwest quarter of
the Northeast?
A‘ Continental controls the Southwest quarter of the NorthT
eagt,
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Q A the time you drifledf;our discovery weii, was !hie
ownershlp the same as 1t i3 shown on this plat at the present timg?

A No, When we drilled the discovery well, which was com-
pleted 1o March of‘1960, the forty acves now controlled By Con -
tinental was owned by John Xelly. For the record, thkat was all
state acreage that was owned by My, John Kelly. Tn the meantime,
from the tiwe we drilled the well, John Kelly had taken his
federal position and sold his properties in this area to Contin-
ental Oil Company.

Q When was the subject well actually drilled and completed?

It was completed in March of 1960, |

Q And when was it put on the line:’

A In June of 1961, due to no connection available for
over a year before it was put on the line.

Q What arrangements did Cactus Drilling Company make with
respect to acquiring acreage other éhan the eighty it controls

within the 160 acres?

A After our completing and so forth, John Kelly acquired
from ug and submitted a farm-out from them with one-eighth over-
ride of that proportion. We offered them this or let them join

and pay their quarter share of the well and join in as a quarter

working interest.

- They elected to farm it out and we wrote them a letter

saying! "Gentlemen, we offered Mr.John Kelly the same deal and
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decishon before e would joilun o1 farmeout, To the weantine, he

FARMINGTON | N, ™
PHONT 32%.1'0[

SANTA FE, N. M.
PHONE 983.3971

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUQUERQUE, N, M.
PHONE 243.669)

L _hundred thousand dollars?

PAGE -7

gold out to Contiunental; which was later offercd the same deal.
"Continental wag offei:d the same deal you giave ua, that

beiny a chance to faru . t:hé acreage "t retalonlog a one-elghth
overriding royélt.y to pay thely proportionate share of the cost
of the well and come in as a working iuterest on it,"

Q Did C:;ntinen’tal latey eleect either a2lternative?

A No, they rvefuv o our offer. Also, a letter to them was
malled in October of 1961 in «! ich we stated that if they didn't,
we would like to so to thz Commission and ask fuor a nou-standard

unit cutting them out of the 160 zeres.
| (Whereupon Ap‘plicént‘s
Exhibit No, 3 marked
for identification,)

Q Referring now to what has been marked as Applicant's
Exhibit No, 3, would you state what that exhibit shows?

A This exhibit shows the monthly production of Lhe subject
well, the Catherine B-1 well, since it was put on the line on |
June 26, 1961, through August, 1962,

The production has steadily declined in a little over a
year's production and it also, at the bottom, shows the total cost]
of the well, which 1is high too, since it was a discovery wvell, |
some eight hundred feet deeper than the pay zone, and also shows

the gross revenue received as of September 1, 1962,

Q Your total cost of this well was approximately five
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A wili.g(h(:,-'?3?(495“,?37%7 and some cents,
9] And dedueting royvaltices and taxes, how muech revenue
have 'you had from this well? |
;o A $14,893.61,
:;: Q Does 1t look like you are going to get a pay-out on
g : this well, Mr. Sharp?
= N A With taxes and all, it doesn't even come close to pay-
5 ing out the well,
?: Q Do you feel that the poor cconomic picture on this well
- Eﬁ had something to do with Continental's posit ion in refusing to
. % elect either one of the alternatives offered to them?
E :g A 1 do, ves, Ido.
o
é %g Q So it will probahlv =ay out?
S A It probably will pay out. There are a few poor ones
§ like that one that will never come close, however.
g Q Then your positibn in this Hearing in accordance with
'
;': your application is that you, the Cactus Drilling Company, seek
5 the establishment of a 120-acre non-standard unit comprised ‘of
) E ié the East Half, Northeast Quarte: and the Northeast Quarter North-
z
< §§ east Quarter of Section 117
R §§ A That is correct.
Q Mr. Sharp, did vou prepare Exhibiis L, 2 and 3, or were
" | they prepared under your supervision?
"‘ A Yes, sir, I prepared them or they were prepared under
wwision.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. ™,

FARMINGTON, N, ™,
PHONE 22=5.t19ap

SANTA FE, N. M,
PHONE 983.3971

PHONE 243.6691

‘@ast quarter, too,

Q

e
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T HR,MORPIS:  If the Lzaminer please, we offer then in
Cage 2622 and that ceapletes our presentation,

EXARMINER UTZ: Without objection, they will be entered

iante the record in this case.

(Whereupon Applicant's

Exhibits 1, 2, and 3

admitted in evidence.)
CROSS FAAMINATION

BY EXAMINER Ur7:

Q Mr. Sharp, is the U, 4, Smelting's quarter gection
federal acreape or state?

A It's gtate, all in the Northeast quarter of Seétion 11,
It's all state acreage,

Q You actually took & farm-out on that so you do have the
operaﬁing interest?

A That is right, Fletcher Catron et al, that was Mr,

Catron's lease we had the farm-out on, the East half of the Northd

Q You have a twenty-five percent override on this?

A Right, and U, S, Smelting an eighth and the State an
eighth,

Q The state an eighth?

A Right, eighth of override from production, which is an
eighth or greater of the well.

Q To the forty?

T A Yes, sir.
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[w<ﬁ.v*§‘mmm¥;“the two monthg’ prodaégion, July AEE“KLgusEf'a1z the
well 18 capable of producing?
A Tnn July the well would not buck line pressure. The
T reason in August, most of the other wells were shut down,
éé Q What kind of live pressure do you have?
S §§ A [ think about two-fifty,
;;‘ Q Warren is purchasing the gas?
§£ A Yes, sir,
55 Q For use in the gadoline plant?
~Z; A Yes, sir, : |
EE EXAMINER UTZ: Are there other questions of the witnessf|
‘Eé" g CROSS EXAMINATION
= % BY MR. DURRETT:
h :: i Q Mr. Sharp, have you considered force pcoling ContinentéL
Eﬂ in this situation, filing an application for such an action?
g; A . We considered this as an alternative, yes, sir,
“ §§ Q Could you give us some idea as to why you decided not t?
n gé go through that route?
8 ;E ié A Well, I don't know; I don't think it would make for &
rj ::-gg force pooling. It would make a little more paper work. The well
s gg will not pay out, I don't believe it will make any difference to
%;;‘ my company.
MR, DURRETT: I am familiar with the force pooling,
That is all I have.
CROSS EXAMINATION
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CORYMR.PORTER:
0 ir. Sharp, vou probably gtated over what peviod of time
you had accumulated this fiftecen thoosand dol lavs of revenue from
o the well, What was that? .
i% A That was from June 26, 1961, through Aupust of 1962,
3 éfg which would be a little over 2 year.
~ ‘
. Q The period of time the well was produced at capacity,
=
< were yvou selling all the gas you could produce at that time?
SN
' A Yes, sir.
)
N MR, PORTER: Thank you,
)
Z, CROSS EXaMINATION
&~ i
a' :f-? BY EXAMINER UTZ:
Q i8 -
% 5% Q Mr, Sharp, do you recall what the date was you filed the
af
< C-128 requesting the 120 acres on this well?
S
E A Ko, sir, 1 don't. 1 mighthave that., It's -- this
&)
= might be it, 1It's probably a copy of it, I don't know for sure.
. 1
E Q Yes, sir, it {is.
E A Our last letter to Continental was in October of 1961,
E iz in which we stated we would do this unless we heard from them
S gi’ ctherwise.
s §§ Q So you produced from the first of June to the first of
December when the plat shows in our files 160 acres?
} : , A That is correct.
: EXAMINER UTZ: Are there any other questions?
MR, MORRIS: Yes, gir, T have a few, if T may, |
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FAGE 172

" RED(RECT EXAHIRATION
BY, MR, MORRIG:
P Mr, Sharp, would you explain a little more fully to
‘ the Examiner just why 160 acres had been dedicated to thig wall

prior to the time the 120 acres dedication plat was filed?

A We filed this because we had an agreement with My,

FARM NGTAN, N, M.
PHONE 251150

Kelly, who owned the 5crengn‘at the time, that he would either
farm out on an eighth or join us and pay his portion of the
well,

When he sold out, which T donft know exactly the date,
to Continental, then we were producing before he sold out and we
were starting negotiations with Continental,

In other words, Mr. Sharp, the 160 acres was dedicated
> p

SANTA FE, 1. M.
PHONE 983.397)

" to the well in good faith by Cactus, proceeding upon the un-
writteon understanding with Mr. Kelly that s me deal would be
or could be worked out with respect to his forty acres?

A Yes, When that fell through, we filed a new plat,
MR. MORRIS: That is all I have.

EXAMINER UTZ: Are there any other guestions?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

The witness may be excused.

The case will be taken under advisement.

ALBUQUERQUE, N, M,
PHONE 243.6691
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June 1
July 1
Aupust 1961
septenber 1961
Uctober 1961
Hovember 1961
December 1961
January 1962
February 1962
liarch 1962
April 1962

nay 1962/,
June 1662

July 1662
August 1962

Gross
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TOTAL COST OF %WSLL: $59,840.9

Hevenue Heceived

September 1, 1662:

to

$15,893.61
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