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PR, 2ORTER: Qase dol),

RS BAYCd: Dier Novo application of Corinne Gracae
for compulsory pouling, wady County, Jow "iexico.

Aand I wvould like for vou o call Case Ho.o 4043
at the same time, if you woulu, pleasce, sir,

FR. PORTLER: Case 4043,

MR. HANPCH: De Novo application of Lavic Fasken,
for compulsory pooling, uddy County, Hew iexico.

The Jolalssion has receivaed a reaquest from thoe
anplicant for the be Novo hearing, Lavid Fasken, that these

two cases; Lthe applicant for the De Hovo hearinyg, e

—
’_J
~
-
&

dismissed. ‘e woulc o yequest the Commission -- the

order dismissing cae cases, to allew any nonconswning

working interest owner in the »ool unit twenty days from

the date of the ovder in which to oay his share of the

o ormm

astinmated well costs,
)

S, SURPmR: rwanly cays s

i, HACIH Pwenty days from the cate --

ML, P20RPBR: Mie oxder was o issuad?
SR, BALCH: Yes, owr,
Dol 202W0er sy OB jooiion Lo he counsel's



which casec? Will thoevy o combineag?

MR, HAECH: 'here was one oydeYy issuaed in that

casa.

MR. PORU=R: In the two cases?

MR. HALCH: In the two cases, there was one
order.

MR. PORTER: There will be an order of dismissal
issued containing the clause as recommended by the counsel

for the Cowaission.
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I, Ch Ful Lay, Court Renorier in and foxr the Zounty

of Lernalillo, state of ilew Herico, do hareby certify
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1120 SIMMS BLDG. ® P. O, BOX 1092 © PHONE 243.649) & ALBUQUERQUE. NEW MEXICO

-— e Em o ™ e e e e

IN THE MATTER OF:

New Mexico.

(De Novo) (Continued from the
May 14, 1969 Regular Hearing)

Application of Corinne Grace for
compulsory pooling, Eddy County,

BEFORE THE o

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
June 13, 1969

- e W e M m e o

BEFORE: DAVID F. CARGO, Governor
A. L. "PETE" PORTER, Secretary-Director

TRANSCRIPT OF HEARING

Case No.

4017




MR. PORTER: The hearing will now come to order;

the recorxrd will show there 13 a yuorum present ln“tho
persons of the Chairman, David P. Cargo, Governor, and
the Secretary-Director,

Belore we take up the allowables, the allowable
cases, I want to announce Cases 4017 and 4043 have been
continued to the Regular Hearing, July 16, 1969, and all
of the interested parties have been notified of this action.

I would zlso like to announcs that Cases Nos., 4088
and 4089 have been continued to & Special Hearing date,
which will be Juns 26th, and all ¢f the parties in these
case2 have heen notified by letter; each individual |
interested party. Now, Cases 4088 and 4089 will be heard at
8:00 o'clock A.N, heres in Morgan Hall, June 26th,. which is
& Specizl haaring date.

We will take up now the consideration for oil
allowzble for the wmonth of July; and I will agk Mr. Don

Ryan «nd Hr. James E, Kapteina o stand and bs swora.

{(Witnessas sworn}




STATE OF NEW MEXICO )
) =8
COUNTY OF BERNALILLO)

I, XURLEEZN R, McCUTCHEN, a Notary Public in and
for the County of Bernalillo, State of New Mexico, do
hereby certify that the foregoing and attachead Transcript of
Rearing is a record of the proceedings had before the
New Maxico Q0il Conservaticn Commission an June 13, 1969:
that the sames was reported by me; and that the gams {3 a
true and correct record to the best of my knowledge, skill

and ability.

/l jo ,/,'" = /.(
S I S e
e dlse s L SN L B AL oy
Court Reporter
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BEFORE THL
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-

NEW MEXICO OIL CONSERVATION C

9

HISSION
Santa Fe, New Mexico
May 14, 1969

REGULAR HEARING

IN THE MATTZSR OF:

(De Novo) Application
of Corinne Grace for
compulsory pooling,
Eddy county, New Mexico.

(De Novo) Awplicaticn
of David Fasken for
compulsory pooling,
EAdy County, New Mexico.

Casc 4043

[ P g N IR T TV i g

J

BEFD

oy

W: DAVID A. CARGO, Chairman

A. L. PORTER, Jr. Dircctor-Secretary

TRANSCRIPT OV HEARING




MR, PORTER: Case 4017 and Case 4043.

MR. HATCH: Case 4017- (De Novo)} arnlication
of Corinne Crace for comnulsory vooling, Eddy County,
New Mexico. Case 4043, (De Novo) apnlication of
David Fasken for compnulsory vooling, Eddy County,

New Mexico.

M“R. PORTER: 1In regard to these two cases,
the attorneys for both cf the Apprlicants have been
in contact with me and have requested that t.ie cases
he continued to the regular Jvne hearing. Both of
the Apolicants are holding meetings, so there is a
good nossibility that the cases would bhe dismissed.
So, we will continue Cases 4017 and 4043 to the
Reqular Hearing in Jurne. Incidentally, I would like
to remind ycu at this time that the June hearing will
be on Fridav. We will change to Fridav, so as not
to conflict with the Interstate 0il Contractors
Commission meeting in Casvper, which will bhe that same

week.




STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

I, CA FENLEY, Court Reporter in and for
the County of Bernalillo, State of New Mexico, do
hereby certify that the foreaoina and attached
Transcrint of Hearing before tre Mew Mexico 0i1l
Conservation Commission was reported by me, and
that the same is-a true and correct record of the
said proceedings, to the best of my knowledge, skill

and ability.
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IN THE MATTER OF:

Consolidated Cases:
Application of Corinne

Grace for compuls
ing, Eddy County,
Mexico;

Application of David
Fasken, for compulsorvy

pooling, Eddy Cou
New Mexico.

——— ——— i —— - - i — - . ——

BEFORE: Daniel S
Examiner

BEFORE THE

Santa Fe, New Mexico
February 5, 1969

EXAMINER HEARING

- —— - ————— -

ory pool- Case No. 4017

New

Case No. 4043
nty,

Nl Nt e Nt et et Mt vl vt vt Nl atP g

. Nutter,

TRANSCRIPT OF HEARING
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MR, JUTPER: YWe will call éase 4an17,

MR, HAYCH: Case 4017, continued from January 2, 1969
Lxaminer Hearing. Apnplication of Corinne Grace for compulsory
nooling, Eddy County, New Mexico.

MR, NUTTER: We will alsc call at this time Case
4043,

MR. HATCII: Case 4043, Avplicaticon of David Fasken
for compulsory pooling, Eddy County, New Mexico.

MR, NUTTER: It might make the hearinag somewhat
shorter if we consolidate these cases for the purvoses of the
hearing.

MR, KELLAHIN: Jason Xellahin, Kellahin & Fox,
Santa Fe, avopearing on behalf of the applicant in Case 4017,
Corinne Grace.

MR. NUTTER: We will call for appearances in Case
4043, alsec, at this time.

MR, MORRIS: Mr. Examiner, I am Dick Morris ot
Montgomery, Federici, Andrews, llannahs & Morris, Santa Fe,
appearing on behalf of David Fasken in hoth Cases 4017 and
4043,

MR, NUTTER: And you are ma<ing an abpearance on
behalf of Corinne Grace in Case 4043, also, T opresume,

My, Kellahin?




MR. KELLAHIMN: That's correct.

MR, NUTTER: Anvy other avnearances in chese cases?
Please proceed Mr. Kellahin.

MR, KELLANIN: I have three witnesses that I would
like to have sworn at this time.

MR. NUTTER: Mr. Morris, are vou going to have any
witnesses?

MR, MORRIS: I have two,

MR, NUTTER: Have them stand at this time,

{(Witnesses sworn,)

{¥hereunon, Apvlicant Corinne
Grace's Exhibit Number 1, was
marked for identification.)
MR, XELLAHIN: I would like to call as my first

witness, Mrs. Grace.

CORINNE GRACE

called as a witness in har own bkehalf, having been first duly

sworn, was oxamined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

n State vour name, vlease?
A Corinne Grace.
O Are vou the avplicant in Case =N17, “Mos, Grace?




- 0

ReY

Are vou familiar with the anplication that was filed

in this case?

A

Q

Yes,

Briefly, what 4o vou pnropose in this aonlicatien,

Mrs. Grace?

A
| Q

Mexico

County?

- one,
Q
of the
- South,
A
0

A

Q

at

For pooling the Morrow Pool, this acreage.

Mrs. Grace, are you operating in the State of New
the present time?

Yes, si=,

Where are you operating?

In Lea County.

How many wells are vou presently operating in Lea

Two, and we are in the process of completing a third

Is it vour desire that vou be designated as operator

Morrow Pool Unit underlving Section 8, in Township 21

Range 24 East?

Yes, sir.
You desire to be the ovnerator of this pool?
Yes, sir,

Do vou own oher properties in Mew Mexico which have

not vet been develoned?




A Yes, T do.

0 i1l vou briefly state the extent that you own New
Mex;co 0il and gas properties? You do own other properties in
New Mexico?

A Besides, oh, yes, we own approximately 39,000 acres of
New Mexico State land for oil and gas, and anproximately 56,000
acres of Federal oil and gas leases in New Mexico.

0 Pid you acquire these leases with the intent of

selling them or develoning them, or what wWas your purpose?

A The nurpose was develoning.
Q How lona have you been acquiring proverties in New
Mexico?

A Since about 1962 on--1961.

Q Referring to what has been marked as Exhibit Number 1,
would you identify that exhibit, please?

A Well, it is a certificate of the abstracter, and
Mrs, Lyle Johnson has signed it, and it is the proverty that mv

husband and I own.

Q Does she handle the properties for you?
A Yes, sir,
0 And 1s she familiar then with the recorcs on a1l the

properties owned bhv you?

A Yos, sir.




A

N

Did she handle the purchases of some of them?

Yes.

So she is familiar with what the cost of those

properties were?

A

Yes, sir. She has done abstracts on all of our

state leases.

A

Q

¥ow, in Section 8, what vortion of that do you own?

160 acres.

That would be the southeast quarter of the section?
Yes, sir.

Do you propose to drill a well on this acreage?
Yes, I do.

Have you filed a notice of intention to drill?

Yes, sir.

Do you know when this was filed?

Pece™ber 1lth.

Now, you understand, of course, that the nresent

rules and regulations of the 0il Conservation Commission reduire

a vroration unit of 640 acres to be dedicated teo a well drilled

in the North Indian Mills-Morrow Gas Pool?

A
5]

A

Yes.
{7as that the situation when vou acquirad this acreage?

Yo, sir,




0 That order was entered subseauent to the date vou

acaquired this lease, is that right?

A Yes, sir.

Q Do vou know when 77ou acquired the lease?

A May, 1963.

MR. KELLAHIN: I bhelieve the Commission's records will
reflect that the proration unit of 640 acres was created by
order of the Commission entered on May 25, 1966.

MR. NUTTER: What was that date again?

MR, KELLAHIN: May 25, 1966.

0 (By Mr., Kellahin}) Now, Mrs. Grace, have you made any
effort to either cormmunitize this acreage, or taken a farmout on
the acreage in Section 8?

A Yes, sir; I started in 1963. I called Mr. 0. V,

Lawrence in Roswell. le was then the land man for Shell in that

area, and I asked him to farm this acreage out to me, his acreaue,

or Shell's acveage. And he said that thev planned to drill it,
but if they didn't, I would be the first person they would
notify, and they would farm it out to me.
I also called Marathon, and thev said that thev wculd
do whataever Shell did,
0 Shell at tnat time was the owner of the north half of

the section?




A Yes, sir.

0 llas this your information?

A Yes, sir.

Q Did Marathon, according to your information, own the

southwest guarter of the section?

A Yes, sir.
Q And that is tne reason you contacted those two?
A Yes, sir.
A} Did you contact Shell subsequent to 19637
A No, they were busy contacting me to get me to farm out
| to them. But I didn't apprcach them until 1963.
Q 1965, you mean?
A Excuse me, I mean 1965.
_ 0 You acquired the lease in 1963, didn’'t vou?
A Yes. The summer of 1965 is when I contacted them.
0 ilow, did vou contact them subsequent to the suruter of
19652
A No, I also--no, Mr. Lawrence contacted me in the fall
of 19485,
G Wlere vou able to reach any agreement with them at that
time?
n, Well, the same thinag. iHe costocted 2o in 17245, and he
wanted me Lo farm out to him, or soll o to tpioe -t o an he o gantod




ar

me to sell, givine e an overriaoht, And 1T told hin nv whole

reason for heing ocut therve was that we wanted production, and we

were ready to drill it then even though we were shut in.
The first time I contacted him, he didn't want any

shut-in gas well, but we didn't care, we would rather drill it

y
3¢ .
M

i e
Aand-pay it to the Government.

Q You say you contacted him in 1965. Of course, at that

time, the Commission had not yvet entered an order onuttinag this
on 640 acre spracing?

A Well, we anticipated that thev would. And also, we

felt that we would like as much acreage as we could cet. It was

a very goed area, we thought,

Q You were familiar with the fact that the Commission

had placed other Morrow Gas Pools on 640 acre spacing?

A Yes, sir.
did vou make any efforxrt to reach an agreement

Q In 1668,

with Shell and Marathon?

A Yes, sir.
0 What did yvou do then?
A Well, Mr, Mcintyre, Lhe geologist, contacted them, it

was really in ny behalf, and I think they told haim wnar to

of fer. And then about two weeks later U called My, Clark, and

Plerson,
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Who are !'r. Clark, “r. Pierson, and Mr. Lindsevy?
A Mr, Clark is a land man in Midlana, and Mr. Lindsevy is
in the land office.
0 Are they both with Shell?

A Yes, sir. And Mr., Pierson is the General Manager.

And I contacted Mr. Addison of Marathon, and they were all

agreeable the first time around, as I recall, especially

Mr. Pierson said he would do everything he could because he
thought thet it was logical that I should have this farmout.

But then he consulted with Mr. Clark, and I don't know what
happened. But, anvway, then I called Mr. Brooks, and we got
nowhere, so then I contacted an atto.mney I knew was closely
associated with Mr. Brooks to see what he could do, and he never
reported back to me. I guess he got nowhere. And I asked a

banker to try to negetiate with them in Midland, hoping that he

would be--
¢ When did all that take nlace?
A In llovember of 1968.
Q Pid you contact them again in December of 19682
r Ves, air., It was constant, sometimes two or three

times a dav we telephoned. My hushband did, also.

I asked another attornev in Midland to contact them.

T exhiusted cvery channel that 7 couls
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0 How, were vou able to reach an agreement with Shell or

HMarathon?

A No, sir.

0 When did you first learn that Mr. Fasken clainmed tuae
right to drill on this acreage?

A Early November.

Q Well, at that tir~ were you informed that he had a
farnout on the procverty?

A Mo, they said that he had a verbal agreement.

Q Rut it was your understanding that he did not heve an
agreement with Marathon?

A Nothing in writing. The last time I spoke to anvone
with Shell, I believe it was December 12, 1968, and I was
informed, it was Mr. Clark, and he told me thev still had
nothing in writing, and I felt that as long as there was nothing
in writing that I had a chance to obtain this farmout, ny

husband and I both. 2Alsco, these individuals that I mentioned in
. -t
_'," ¢ T

Midland, I felt mavbe they would Yisted to them.

9] Wow, did Mr. Fasken at any time ever contact vou with
the proposal to drill, to communitize?

A Mo, sir, naver.

0 id he ewver make an offer to vou?

PAY Never,




Subseausnt to your--
lle threatened me that 1 was going to be with him.
Mr. Fashen did?

I mean ‘'ir. Brooks, when I telephcned him.

Well, vou were talking to Mr. Brooks as a representative

of Mr, Fasken?

A Yes, sir. He didn't contact me, I called him on the
telephone, and he was very rude, and I figured I could never
call him aqain.

0 Were vou able to make any arrangement with Mr. Brooks?

A No, sir.

a) Now, in the event the Commission sees fit to pool this

acreaqge and designate yvou as the operator, will you drill a well?

A Yes, sir.
N To the MNeorth Indian Hills-Morrow Gas Pool?
A Yes.
0 And you have staked the location, you stated?
- A Yes, sir.
0 ltave you contacted any drilling companies in connection

with this vnrorposal?
i Yes, sir,
0 2and vou have two other witnesses who will testify

further on that?




i A Yes, sir. I nerscnally, and plus they have contacted

drilling companies.

"
0 ‘7That companies have you contacted?
L3 A I contacted Carrol. They used to be McFarland. They
did mv other drilling for me.
hod
*t 0 In your application, you asked the Commission toc grant
[ vou a risk factor for drilling this well, and do you want a risk
factor to be assigned?
&
: A Yes, sir.
& 0 Will other witnesses present testify to that?
A Yes.
21
% 0 Do vou also ask that you be allowed a provisicn for
& recovery of the cost of the operation and supervision of the well?
A Yes, sir.

=
A

MR, KELLAHIN: At this time I will offer in evicence
Exhibit Mumber 1.
MR. NUTTER: Mrs. Grace'’s Exhibit Number 1 in this
casa will be admitted in evidence.
{(Whereupon, Applicant Corinne
Grace's Exhibit Number 1, was
admitted in evidence.)

MR, KELLAMIMN: That complates the direct examination

of this witness.

MR, NUTTER: Are there any cuestions of thoe witness?




g

14

MR, MORRIS: Yes, sir.

CROSS EXAMINATION

BY MR. MORRIS:

o) Mrs. Grace, do you maintain an office in New Mexico or

in the Midland area of Texas?

A Yes, I maintain offiges in both places.

0 Where are your offices?

a We have offices on Turner Street in Hobbs, New Mexico.
0 Let's take that one first. How long have you had

that office?

A I have had that office a little over two years.
0 How is that office staffed?
A Just myself and my husband. We do a great deal of

our own work.

0] Are you there in liobbs a good deal of the time?

A When our business reguires it, we are.

0 Do you maintain a residence in obbs?

A Yes, sir, I do.

0 Do vou have a televhone at that office on Turner Street?

N I'm on the switchboard of my landlord.

0 Do vou have anvone there who answers the vhone and can
take messages, and get them to you?

A Yes, sir, the landlorad's office, and I zlso use 01l
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and Gas Reports in Hobbs, which I feel does a verv capable job
for me.

9) Well, if someone wanted to get a message to you about
normal operating problems, and wanted to call you in Hobbs, what

nunmber would they call?

A I have my home number, which is a business number.
Q Is that a listed telephone number?
A Yes, it is.
n And is someone there--
A No, I am sorry, it isn't a listed number.
Q It is not?
-
- A No, it isn't. But I do have a listaed number in
" ek Midland. My husband and I are both listed in the vhone book in
)
; Midland, Texas, and we have an answering service in Midland and

B4
. one in Odessa that is open 24 hours a day.

0 Let's talk about the Midland ocffice. Do you maintain

an office there?

A I have an office in Midland.

0 where is that office?

A In the Wilkison Foster Building.

8] How is that office staffed?

A ith a sternograrher, oublic stenogranher, who dors

work for us when it is neoeded, and answers {ho televnhono voers




nronptly.,

n Is she a full time employee who maintains reqular
office hours?
A Not full time for us, bhut she works for us when ". .

need her to.

Q Is this numher listed under vour name?
A Mine and my husband's.
Q If someone wants to reach you by telephone concerning

ordinary business natters, can vou bhe recached through that number?i
A Yes, I can. They can look it uo in the nhone bhook
there in !Midland.
Q lNow, where in either Hobbs or Midland do vou receive
your mail in the ordinary course of your business?
A In Midland, I have two places to receive mail. One is
Box 1416 in Midland, and the other is the Wilkison Foster 3Building.
N And mail addressed to either one of those addresses
will reach vou, and he considered bv vou as heinag mailed to you

in the ordinarv ccurse of business, is that right?

N Yes, sir.

0 What tvpe of technical staff do you maintain?
A e have a filield manaager,

0 And whe is that?




-~ &
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i 1s he a full time cmnlovee of vours?

A Yos, sir.

0 iiow long has he been with vou?

A Since we began this present well, this wildcat we are
completinag now.

0 The one you are campleting now?

A Yes. I had pumpers who, vou know, as they we>v2 needed

for my other wells. And I had a field manager before that who
worked when he was needed, a Mr. Robert Wilheit from Odessa.
You mean as far as geologists and engincers?

0 Yes. Now,~hy way of qeologists and enginecrs, who do

you have on a regular consulting basis, if anyone?

A When they are needed, vou mean?

0 \lell, do you have any full time employees, technical
employees?

A You mean geologists and engineers?

0] Geologists and engineers.

A No, sir, we feel when the time comes that we have

developed, which we intend to start, are starting a great deal
of acreage in !lew Mexico, well, we are presently interviewlng
people who want to come with us steadilv. And also, Mr. McIntvre
has, I think except for about three weeks of well sitzinag in the

last three months, has svent most of his tine ~orking for us.




o
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)

Mr. Dovle Butler has been with us on this well as engineer, and
plans to continue working with us when he is needed, and is
available.

0 Do vou have any engiheering consulting fiyxm with which
you do business in this area?

A Mr. Doyle Butler.

0 And how long has Mr. Butler been on a consulting basis
with you?
A Since we began this well and started staking this one

in Eddy County, because we feel he is a specialist, particularly

in that area.

0 Do vou have any production in Eddy County?

A Yes, sir.

Q Do you operate any wells in Eddy County?

A Yes, sir.

0 “Where are those wells?

2y They are in Lea Countv--oh, in Eddy County, I'm sorry.

I was thinking about the ones in Lea County. Yo, I don't., 1
have staked this well in Eddv County, and I intend to have wells
in Eddy County.

o also have a great deal of acreage in Bddy County.
We are vlanning bto stake two other wells in Bddy County also

verv shoxrily.
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0 Now, Mrs. Grace, vou have stated that you had been in

touch at various tines with revresentatives of both Shell and

Marathon?
A Yes, sir,
0 The last time you were in touch with anvone from Shell,

when was that and who did you speak with?

A Mr. Lindsey, Mr. Clark, and Mr. Pierson, their
counsel, Mr. Tom Sealy, and Mr. Goolsby of Mr. Sealy's firm.
I spoke to the Midland bank there, I svoke to the First National
Bank of Midland, some of the officers there, because I understand
they are some how related with Mr. Brooks. I spoke with
Mr. Hardie, an attorney in Midland. I spoke even tc other Shell
offices in the United States, and my husband has also, and is
continuing to negotiate with the New York Shell office.

And vou say how long did I negotiate with them, talk

to them?

0 No, I am speaking of the last time vou talked to any
of the Shell employees.

A I balieve the last time was December 12, was with
Mr, Clark. I think my husband has talked with them since, and
voesibly some individuals in Midland have.

Q How, Jdid Shell inform vou or inform wour hushand the

last tismn that he talked that Shell had vernwally agreed Lo farx




out its acreage in the north half of this section to Mr, Fasken?
A They said thev had agreed verballvy, ves.
0 Now, when was the last time that you talked with anv
representative of Marathon?

A It was around the middle of December. I think someone,

a repvresentative of mnine snoke with Marathon the week before last.;

0 2And at that time, you were informed hv the representa- N
tive of Maratnon that, likewise, thev had verballv agreed to
farm out their acrzage in the southwest quarter of this section
to Mr. Fasken?

A Yes, and I feel that it wasn't right., T was in there
and I have been in there for many years. I turned down some
wondexrful offers from Shell, and many other veovle, and I feel
that at least they could have kept their promise to me, and that
they could have out of nothing more than courtesy informed me

that thev were going to farm it out, such as Mr. David Brooks.

0 You rrean Yr. Taslken?
A wall, Mr. Pasken's renrescentative.
0 After vou learned that hoth Shell and Marathon had

verbally agrecd to farm their acreage out to *lr. Fasken, did vou {
make anv attonnt to voluntarily negotiate a comauniitization or !
|
|

all the acreoace in Section & wikh Nir., Pasken?

A T gallco My, Lrooxs hio onn tine, anad e scereancd at |




21
me. 1 couldn't call him again, but ! sont peonle to see him
and call him,
2 How, wait just a minute. During the time that vou

talked with Mr. Brooks, did you cver offer with him to
communitize your acreage with the acreage that Mr. Fasken would

receive from Shell and Marathon to farm out?

A I had no reason to offer to communitize with Mr. Fasken.

He had nothing in writing.

Q So vour answer is no, is that correct?

A The people that I talked to with Shell and Marathon,
they owned the leases. And I still haven't s2en anything in
writing, I have sent people to Carlsbad. VYour witness told me
that thev had been, thev had filed scmething in Carlsbad. I
haven't seen it, nor has the man that I sent to Carlsbhad. 1 was
promised that I would get this agreement, and I haven't seen it,
so I still don't know that Mr. Fasken has any right in this
nearing today. I know I <o, hecause I own the lease, and T paid
rent for it since 1963, and I have vlanned to drill it since
1963, I would have drilled it in 1963 if my geologist would
have let me. I would have,

MR, MORRIS: That is all.

R .‘
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CUnHsn LM NYUIATION

HR. GUTTSER:

oA Yes, sir.

the pool rules were adopted for this orth Indian Hills?

would be 640 acres, vyou know, for each well. 2nd

Q Mrs. Grace, 1 ar dgetting a little confused on some of
these dates. You acauired this lease, this l60-acre lease in

May of 19632

8] And then in 1966, I believe you stated, Mr. Kellahin, i

MR, WDLLANT:  ltay 25, 1966, T helieve was the date.

0 And then you souqght a farumout €from Shell in the suuler
of 19652

A Yes. The yecoleogists, evidently they anticipated this

Mqr. Lowe, I

know around about the tine tiiat T acouired this lease, Mr. Lowe
had drilled a wildcat, and evidently my geologist at that tinme
was quite close to lr. Lowe, and he evidently felt that this is

would be asked for.

2 I think G49~acre spacing nay have alreardy heen adooted
in the Indian iills and Indian }lasin scuth of here?
)3 Right.

.

) rnsl in 1745 when vou contacted iy, Lawrence with Shell,

x

thalt 1s the tine when Luey cold vyou that fhev intended to driil



)

Am @B e

A Tes, sir.,

5

2 but that If they ever did nlan to farm it out, or ever
would farm it out, they would Xeep you in npind?

A Yes,

2 Anc¢ then later they came to you and wanted to buy the
acreage irom vou?

A They wanited to buy that acreage from five minutes
after I got that lease, they were on tie telephone with me. And
they were after me even at night, they called me at home, I nad
tc hide from them. They went to see wy boockkeeper, they

followed us over the country. They did everything they could to

get 1it.
0) That is imediately after the time vou acquired it?
A Yes, sir, within five minutes.
g In the summer of 1465 when vou asked for a farmout of

their acreaqe and thev told vou thev planred to drill it
themselves, did thev make a counter coffer to you at that time
and say, "e would like to buv vour acreage"? llere they
interested in a Yigoer acreage then?

A I think thev realized hv then they weren't going to

get it, but they Jdid make one othor attempt to buy 1t from ma 1n

the fall of 1945, Mr, Lanreonce rtook aw

M. Donegarn to lunch hore afteor the ztate sale and oncs norn he
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asked me, and laughingly, because he knew he wasn't qoing to get
it, but he tell everybody in the dining room that day that we
would be drilling together, and that he wanted to be the
operator.

0 And then as late as sometime in Decembher, you were

still contacting Shell trying to get the farmout from them?

A December, 1968, ves.

0 And you also talked to Marathon in December of 19687
A Yes, sir.

Q And as far as you know, vyou have never seen any

evidence of any written farmout, as far as the Shell and Marathon
acreage to Mr. Fasken?

A Right, and we are still willing to negotiate with
Shell and Marathon.

0 Now, I didn't understand one thing here witn regard to
the time you contacted Mr. Brooks, what were vyou attemnting to do
as far as Mr, Fasken was concerned at that time?

a I wanted him to understand that I had acreage in there,
and if he thought he had to drill a well, he had to deal with
me. I was the land owner in there, and I wanted him to know
that I wanted to be the overator, and I would like to have

his acreage.

0 nut as far as vou are concerned, he doesn't have anvy
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acreaqe yet?

A That's right. But I heard he had heen promised, and
I wanted to tell him befére he put anything in writing, if he
didn't know it, that I was a vart of the 540 acres.

Q Were you willing to offer him a voluntary communitiza-
tion agreement if he had acquired the acreage?

A If I could be the overator.

0 You would be willing to voluntarily communitize this

acreage, but with the understanding that you would operate and

drill the well?

A I would prefer toc drill with Shell and Marathon,

because they haven't screamed at me,

Q Well, Mr. Fasken has never screamed at you, either,
has he?
vy
) A I understand Mr, Brooks is the one that peoole have

to deal with.

0 | But you have had no further contact with Shell, and
you haven't been able to make any sort of arrangement with
Mr. Fasken or Mr. Brocks as yet?

A No, sir.

MR, NUTTER: I believe that is all. Any further

questions?




REDIPECT LXAMINATION

BY MR. KELLAHIN:

Q Mrs. Grace, in the event you are designated as the
operator of this unit, what technical help would you have in the
drilling of this well?

A Mr, McIntyre, who has just brought in this wildcat,
which we hope will mean about eight offsets, and Mr. MciIntyre
has been working with us over the past, it's about over a year
now, vou know, as he is needed on a consulting basis: and
Mr. Doyle Butler, an engineer from Midland.

Q HHave you made arrangements with both of them to
represent vou in connection with the drilling of this well?

A Yes, sir,

0 And in the event an interest owner needed to get in
touch with you, could they get in touch with you through either
one of these two gentlemen?

A Yeos, sir,

0] WWould they be authorized to represent vou as far as
the drilling of this well is concerned?

A Yes, sir.

N Now, I bolinve voun stated the last time vou contacted

Shell was about Recowher 12th, is tiiat corract?

A Yes, Dub oy hussand hras o contacted them sinco.




-~ 8] Since that tine?

A Yes, sir,
0 Do vou know the date that vour anplication for nooling
this acreage was filed with the Commission?
A We staked the well December 1llth, and it was the end
of December.
MR. KELLAHIN: If the Examiner please, I believe the

Commission's records will show--at least my letter of transmittal

-
shows the avovlication was filed December 12th. It should have

- been stamned in.

MR, NUTTIR: The written aovplication was received in
"
e this office on December 16th. Illowever, I think the original
“ application was telephoned in prior to that time.

MR. KELLAIIN: That's correct,
-

THZ WITNESS: December 12th.

MR, KRLLAUIN: That is all I have,

MR, NUTTER: Are there any other auestions of
Mrs., Grace? She may be excused.

x

Call vour next witness, !r. Kellahin.

MR, KELLAHIN: I will call Mr. MMcIntyre.
SORBORT McoOHTYRE

called as a witness by the Bpplicant Corinne Grace, having been

first duly sworn, was oxamined and tostifiled as follows:




DIRECT EXAMINATION

BY MR, KELLANIN:

{Whereupon, Applicant Corinne
Grace's Exhibit Numbers 2 and
3, inclusive, were marked for
identification.)

Would vou state vour name, please?

Norbert MciIntyre.

What business are you engaged in?

I am a consulting qgeologist out of Midland,

_ 0 wThere are you located?
A Midland, Texas, 1220 Yaughn Building.
- 0 How long have you heen working as a consulting

geologist?

n Since May 1, 1967.

Q Prior to that, were vou employed in the o0il and gas
business?

A Prior to that, T was District Geologist for Midwest

01l Corvoration, Midlanda.

0 Have you testified before the 0il Conservation
Commission, and made your cualifications as a geologist a matter
of record?

A Yes, sir,

MR, FELLANTI: Are thev acceptable?




MR, NUTTER: Yes,

MR. KELLAHIN: Do you have any questions on his

qualifications, Mr, Morris?

MR, MORRIS: No.

Q {(By Mr. Kellahin) Mr. McIntyre, have you done any

< work for Corinne Grace, the applicant in the case before the
Commission at this time?

A Yes, I have. 1 have prepared geological structural

- rmaps on this particular area.

Q By the particular area, you mean the area which is the

) subject matter of this case?

B ‘ | A This is correct, yes. I have also been to the Corinne
Grace Indian Hills No, 1 location in person, I have, since we
got an elevation on this well, I have taken it upon myself to
call the Commission, or call the 0Oil Reports and Gas Services,
and amend the depth of this well from 9,600 to 10Q,000.

Q Now, this acreage is Federal acreage, is it not?

A That's correct.

Q Was this amended information filed with the United
States Geaological Survey?

A it was,

Q As Y understand it, the ©iling was handled by --

A QL] Feondorts and Cas Sarviaes,

thid




=i . That is the same company to which “Mrs. Grace

referred as handlina her revorts, is that correct?

L3
A Yes. Any administrative work or anything having to
i do with the Commission is handled hy these neople, and anythinag
we need done, such as amendments or anything, staking locations,
- -
ard filing the proper reports to tie Commission, I ordinarily
& call up and have them do it.
Q Now, Mr., McIntyre, tow loung have rou done work for
o
Mrs. Grace?
- A I would sav vrobably just about a vear. I think in
Januarv ot 1967.
&

Q) Do veu work for her in connection with the drillinca
and completion of wclls?

A Yes, sir.

o] Are your services available to her in connection with

the oreration of these wells?

R\ Yes, thev are,

2 Yave vou renderad that tveoe of service to her?

A Yes, sir.

8] Has Mrs. Grace entered into an acreerment with vou in

conhection with the drilling and cormnletion and ormaration of a

Y

2011 to bhe Adrilled on the unit involvad in thils aonllication?
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Are vou willina to wort for her in this connection?

T am.

You do maintain an office in Midland, do vou?
Yes, sir.
Do you have a staff there?

Consisting of myself.

. 0 Yourself?
A T have a secretarial service and answerina service,

= N Bt vou can he contacted throuah vour Wdland office?
A That's cnrrect.
N llave you made an exanmnination of the area involved in

this arnlication?

A Yes, I have,.

) Referring to what has bheen marked as tixhibit Nurmber 2,
would vou identify that exhibit?

A Txhibit 2 is a Xerox copv of the nlat filed bv John
lest, aurvavor out of Hohbs, lew Mexico, on this location,
showinc it to he 1,650 feet from the soutn line, and 1,750 fe=t

from the cast line, Section 8, Township 21 South, Ranae 24 fast.

D ifave vou heen to this well site?
n Yos, T hhave bhaon.
N ot is the netuare of the tonoaran™y of this ares?

\ O T AR S N R .
n AN craa tnoin oon ooeo ; _ e oy arratn

.




32
Indian Hills, I believe, is the local name for this area, where
you have in excess of 600 or 700 feet of relief over three or
four miles in places,

This particular location, we had hoped to stake the
well in the center of the southeast quarter, which would be
1,980 from the scuth and east lines. However, an inspection
of the terrain there indicated that this would result in an
extremely expensive location, because of the terrain, so we
moved 1t to this location which is about 50 feet from the
Caliche road. 1In fact, we drove up to it in a Buick Wilidcat.

Q Is there a rcad already in there?

A Thexe is a road within 50 feet of the stake.

Q Is there a road into the north half, or the northwest
quarter of this section?

A There wasn't at the time I was there.

Q When was that?

A It was about four weeks ago.

Q Do you know ypether any other location has been

Sl

staked in this leeation?

A I undeyotand tnat Mr, Fasken has staked a location
at ~- the exact location, I don't Xnow, but I do know that

it is in %he southwest quart«r of fhe norvtheast guarter

of 3oction 8,
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Q You haven't been to that stake?

A I haven't. I was there, I think, pefore the stakea.

Q Referring to what has been marked as Exhibit Number 3,
would you identify that exhibit?

A This is a subsurface geological plat and interpretation
of the structure, On the datum marked on the type log, you will
see on the right hand side of the map proper in red, this datunm
point over the area was present in all the wells shown here, and
is approximately 175 feet above the top of the Morrow Sand pay
interval. It showed th:at there aprears to be a low relief
anticlinal feature centered in approximately the common lines
of Sections 21 and 20, 16 and 17, and 8 and 9, over which Morrow
Sand has been drained and is productive in the wells shown in
yellow, all of which are Morrow Sand producing. That is about it.

What I am trying to do is show a relationship between
the proposed location and the adjacent wells which were drilled
by My, Fasken, and which I understand are good Morrow yas wells,

Q Would you anticipate that vou would get a good Morxow
gas well at the proposed location?

a Yes, sir, I would. 1 think that we are probably aoscut

as near the inside location as you can vé n7ar 2n inside

lacation, We ave near the hettewy wells of Mr. Faskaen, Acenzding
o oowvadycotion fliouros chat 1 ave ssen, poarons wells My, Fasken
has as fav as wihait 1b has daliverad, that is the sholl
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” Federal Well in Section 5, which is un to the northwest.

8} Wwould there be any narticular advantage, Mr. McIntvre,
o

to drillinag a well located in the southeast auarter of the

w section as opposed to elsewhere in the section, in vour
opinion?
=
A Proximitvwise, I would sav the southeast ouarter
- would be the most loaical vlace to drill a well, although I

would have to sav that I wculd locate it in the southeast

: aquarter in such a fashion as not to be wagonwheelina or hubbing
" up against Mr, Fasken's Skelly Federal in the southeast section.
0 Is the location desiagnated as an orthodox location?
) A Yes, sir.
Q It is far erough away from the lease line?
% I am qoing into an area which I am not completely

familiar with., I know the location is a legal one. 1 thiak
the only reason for moving it a little bit west would be to
xeep from havinag interference between it and the Fasken Skelly
Federal Vell.

O You say vou have worked for Mrs. Grac~ tor the oast
year, approximately?

A Yes,

o Ayoe von faniiliar with her onorations 1o sounihoastorn
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atin,
n Does rs. Gracze waintain an adeonate staff te handle
her work in southeast Hew Mexico?
s Yes, I think 30,
9] What staff does she have at the vresent time,

example, in the well vou say you just combleted?

A T did the geology, and I watched the well to logging

point, recorded the well. At that wveint, we ~-- at the time
woe decided to run »ine, wihv, she obtained the sorvices of
My, itiubert Merritt, who was a field suvervisor for Midwoest at
the time I worked there, ©Che alse has Mr. Dovle Butler, who
is a consulting vetroleumn anainecr, who is handling the
engineering nhase of the oneration,

8] Does she have zomeone in the field who handles the
wells, the actual dayv-to-~day overation of the wells?

A Yes, she retains a oumper, and I would expect that

Mr, Merritt would probably supervise production activity.

] Ythat is his name?

A Hlubert Merritt,

0 tthere is he located?

A e 1s in Patun, lew Mexico.

0 And 1e doos onerate all of hery sronerties ab tho

pYesent tino,
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A Yes, sir, at this polnt he does.

Q She is only operating one producing well at the
moment. ?

A Two producing wells, and this would be the third.

¢ And where is this discovery well that you were
talking about?

A It is in the northeast quarter of the northeast
quarter of Section 16, Township 10 South, Range 33 East,

It is Number 1 Texas Pacific State, and is 2a farmout from

Texas Pacific Ccal and 0Oil, It is bheing contributed to by

7abﬂrﬁbbdnir

Midwest Oil Corporation, T.P., Allied Chemical, and Ren—

7alnvu=knmn1
“Eberg. Scyfoggins and-Rom—tebery out of Corpus Christi are

: independent,
H Q and Mrs, Grace is the operator?

A That's correct. 2and under the terms of this farmout,
I adght say this, insofar as prudent ope cation, we have given
a daily report, drilling report on this well to all four of
those owperators =ach morning bhefore ten o'clock.

Q Was this on Mrs. Grace's instructions?

A That's correct.




Q Lrxhibit Hunber 2 is a copy of the well dedicaticn

plot, is that correct?

A That's correct.

Q las that been filed with the Commission?

A It has.

9] And Exhibit 3, was that prepared by you or under your
supervision?

A It was.

MR, KELLANIN: I would like to offer in evidence
Exhibits 2 and 3.
MR, NUTTER: Crace's Exhibits 2 and 3 will be
admitted in evidence.
(Whereuoon, Applicant Corinne
Grace's Exhibits Numbers 2 and
3, inclusive, were admitted in
evidence.)
MR. KELLAIIIN: That is all I have on direct,
MR, NUTTER: Any questions of Mr. Mcintyre?

MR, !MORRIS: No, sir.

CROSS EXAMINATION

BY MR, NUTTLR:

Q Mr. McIntyre, do vou know what the coapletion datces
A these various wells as shown on vour Ixhibi Iumhe) 2O
for th varions wells as your Ixl it Mumher 3 wonld

bhe?

D I can tell vou generally. T can tell vou that those




four wells there were completed in the fall of 1968. 1 don't
have the dates with me. I have them in Midland.
I heqg your vardon, I brought that.
0 Give the completion dates, and also the initial
potential on those?
A In Section 16, 21-24, 2,310 from the north and 2,121

from the west. The well was comoleted on 9-18-68, for 3.350

million cubic feet a dav. On perfs, between 9,539 and 9,758.

0 Who overates that well?

A That is a David Fasken, David Fasken's 6 Indian Hills
Gas Unit CcOM. I don't know what that is. It is an old well
drilled deeper. It is located in Section 17, 21-24, 1,440 feet
from the south and east lines of the section, was deepened. The
old total denth was 8,070 feet, drilled by Marathon. It was
deevened to 10,180 feet, and calculated at 34 million cubic

feet a day. ‘!orrow perforations between 9,83S and 9,972.

0 When was it recoapleted?

A It was also completed on 2-18-68,

2 34 million, you sav?

A 34 million. DYMow, in Scction 4, 21-24, 1,920 from the

south and west, the Devid Fasken YNo. 1 Ross Federal, comnleted

-
-

for 19 million; MMorrow rnerforations, 2,491 to 9,5635; total denth,

7,815; completion was 5-25-85,
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Then the 1 Skelly Federal, David Fasken Skelly

Federal No. 1, 840 from the south, 935 from the west line of

Section 19 -- correct that, Section 9, 21 South, 24 Fast; total

depth, 10,356; completed 18 million cuhic feet per day from
Morrow formations 9,784 to 9,804; completed on 11-15-67. Nov,
these wells will be down to the south part of ycur map there.

8] We need one more, that Shell Federal in Section S.

A All right. 1In Section 5, 21-24, 1,980 from the south
and west, David Fasken No. 1 Shell Federal, completed for 3.150
million cubic feet, Morrow formations hetween 9,570 and 9,592,
and completed 12-22-66,

Then to the south, and these wells will be Cisco
wells except for one dual completion, that being Penrock 0il
Corporation No. 1 Indian Federal. It is in Section 19, 21-24,
1,980 from the north and east. It was completed from the
Morrow pay for 10 million cubic feet per day calculated hetween
9,226 and 9,470, completed on 2-1-64, It was also completed
from the Cisco.

0 Actually, I think that well is carried by the
Commission in --

A Tt is outside of this.

O In the other pool?

A Right. All of these along the south end are. T think
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cnly the wells shown in yellow, the Morrow wells to the north,
are carried under this particular thing. These down here are,
with that one exception, are all Cisco wells around 7,300,
7,500 feet.

MR. NUTTER: I believe that is all I have,.

MR. KELLAHIN: I overlooked a couple of points I
intended to bring out by this witness, if I may have your
indulgence?

MR. NUTTER: Go ahead.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

0 “r. McIntyre, on kehalf of Mrs. Grace, did you make

any effort to obtain any farmout on this acreage?

a Yes, I did.

0 From Shell or from Marathon?

A Roth Shell and Marathon.

0 When?

A I made a telephone call on Qctober 25, 1968 to

Mr. Ross at Shell, and asked him or presented him an idea that
I would drill, or cause to be drilled a well at or near this
location, and I would like to reaquest a farmout. At that time,

he said that there were verbal negotiiations in process with

rasken on this, hbut that he could see no reason why someone else
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shouldn't drill the well, and it would seem logical since
Mrs. Grace did have acreage in that proration unit thrat she
would he a logical operator. He then said, "1 douht that you
can get ‘a farmout from Mrs. Grace" which this was not the
problem, and I didn't make any comment on that either way.
So I followed that with a letter.

The same is true for Marathon. I called, and:then
on the basis of what I found out, I wrote the two lettexs which
are not in evidence, hut which are present for examination,
offering what they said would he a similar offer made by
Fasken. At that time, there was nothing on paper, and at this
time there still may not he. I don't know. I haven't seen it.

0 One other peoint, Mr. McIntyre. You are familiar with
the geology in this area?

- Yes, sir.

O Are there any zones above the Morrow that could be
seepage zones or lost circulation?

F- Yes, there are numerous zones. Actually, zones down
to the intermediate at 3,200, which Mr. Butler will talk about
later, are lost circulation zones that cause quite a bhit of
trouble in the cementing. RBut once casing is set at that depth,
any zore with excellent permecability and perosi'y below

intermediate is capahle of being a thief zone,
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Most of these will occur in the Bone Springs-Wolfcamp
section, or possibly a Pennsylvanian section above that. This
did occur in one other well which is not completed, the
Hanagan Well, which is some approximately three miles from this

location, which caught fire and burned as a result of losing

circulation in one of these thief zones above the pay. So they

will have to be considered as potentially present there.

MR. KELLAHIN: That is all I have.
MR. NUTTER: Anv other questions of Mr. McIntvre?
You may be excused.
MR, XELLAHIN: 1T would like to call Mr. Butler, please.

¢. DOYLE BUTLER

called as a witness hy the Applicant Corinne Grace, having been
first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR, KFLLAHIN:

(WWhereupon, Aoplicant Corinne
Grace's Exhibits Numbers 4
through 7, inclusive, were
marked for identification.)

0 State your name, please.

2 0. Doyle Butler.

e that business are you engaged in?

A I am a consulting petroleum engineer.
0 Yhere are you located?




Midland, Texas.

Do you maintain offices in Midland, Texas?
Yes.

Where are they located?

A 406 North Marienfeld.

0 How long have you operated as a consulting petroleum

enqgineer in Midland?

A I would have to put it this way. I worked for a

consulting companv for one vear. I was in a partnership in a
na consulting firm for one year, and then I have been in business

for myself for a year and a half.

f 0 And this has all been at Midlang?
(%] A Yes.
- 0 And have you ever testified bhefore the 0il Conservation
Commission?
A No.
0O For the benefit of the Examiner, will vou brieflv

outline your education and experience as an engineer?

A I have a B.S. Degree in Mechanical Enaineering from
Oklahnama State University in 1957. I worked for Texaco, Incor-
porated in engineering capacities for eight and a half years,

both domestic and foreign. I worked approximately one year for

Adobe 0Nil Company in !fidland doing field completion work and
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evaluation work, which Adobe is a consulting and management
company. I worked approximately one vear as a partner in a
consulting engineering firm in Midland, and on June 1, 1967,
I went into consulting business for myself.

0 Will you please refer to Fxhibit Number 4. Does that
consist of a resume of vour educational experience?

A Yes, it does.

0 what is Blackrock 0il Company?

A This is5 a propertv management corpanv that I own. It
is a Texas corporation, and it is also registered as New Mexico

corporation, also.

Q Is it gqualified to operate in the State of New Mexico?

A Yes, it is currently operatina in New Mexico.

¢} What type of services do vou render as a consulting
engineer?

A I do consulting work under practically the scope of

operations. I do appraisal, and evaluation work, I do field
drilling and remedial completions, and then the management
company does this, all of this in conjunction with accounting
commission reports, and anything in regard to the paper work
or administration.

0 Have vou had any experience, MMr. Butler, in connection

with the drilling and the comnletion of gas wells in southeast
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New Mexico?

A Yes, I have. First, although it wasn't very detailed,
I was with Texaco in 1961 when they were operating deep gas wells
between Hobhs and Carlshad. ULater, after I went into the
consulting business, I did work in the Carlsbad area. It's been
two years ago, Stoltz and Company had a blowout that burned
east of Carlsbad, and I was the consultant hired by Stolts to
go in with Mr. Adair, and after he put out the fire, I did all
the finishing work and resumed the drilling operation.
Following this, I supervised part of the drilling and completion
on another well for Stoltz; and then, closer to Carlsbad, I have

done high~pressure gas work.

0 Are these Morrow gas wells you are referring to?
‘/‘KI JOE O O - {'!a-' N
A These are Straun, those two were.-Serauns. The Texaco

wells were Morrow wells.

0 wWhat was the Stoltz well that had the blowout?

Vo sy Tty

A It was a Straun,
0 Do you encounter similar problems in dealing with

Morro. and Indian Hills Basin?

A Very similar.

0 In other words, Indian Hills -~

A T would imagine it would be very similar, from what
I have obtained from other people. Pelative to making myself
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more familiar with the Indian Hills area, it is very similar

to the Morrow and other areas.

MR. KELLAHIN: Are the witness's qualifications
acceptable?

MR. NUTTER: Yes, they are.

MR. MORRIS: Yes,.

0 Mr. Butler, have you been contacted by Corinne Grace

in connection with the drilling and operation of this well in
Section 8, 21 South, 24 Fast?

A Yes, I have.

O Have you agrzed to work with her in connection with
the completion and operation of that well to be located there?

A Yes, I have.

0] And in the event this application is approved and
she is designated the operator, what will your role be in
connection with the drilling of that well?

A Basically, in connection with the drilling, it will bhe
the consolidation with and the advisement, and the ccordination
of the drilling contractor, the mud program, casing program, and
whaiever ic remnired to drill a well to that depth. &t that
time, I will be in charge of the completion work and subsequent
operations.

0 Have yvou made a study of the costs of drilling in this
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area?

A Yes, I have.

0 Referring to what has heen marked as Exhibit Number S5,
would you identify that exhibit?

A This is an exhibit of some cost figures. I 2id not
prepare these. These were furnished to me, and they are, I
believe it was a matter of previous record before the Commission.

0 I believe these were submitted and handled in the
case.

A And that has been broken down into a cost-per-foot
average for wells in the immediate area.

0 On the bhasis of your experience, do you believe those
figures to be correct?

A I am sure they are correct in that that money was
spent. They appear to be a little bit high of what wells could
be drilled for.

0 On the basis of vour exrerience, you think a well could
be drilled somewhat cheaper than is shown on Exhibit Number 5?

A I do. And I think possibly, maybe since this exhibit
rrenared. some of the operators have drilled wells cheaper
than this.

o Peferring to what has bheen marked as FExhibit Number 6,

would vou identifv that exhibit?
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A This is an appropriation for expenditures form that
I use, and 1 prepared myself, that I prepared on an estimated
cost to drill and place on production a well, 10,000-foot well
in the Morrow unit.

0 It is your understanding it would be a 10,000-foot
well at that site?

A All of the costs relative to this is based on 10,000
feet.

Q Is there anything in particular involved in these

cost figures that you would like to discuss?

A I would like to say one thing. These figures are
basically minimuwa. In other words, this is if everything went
the wav you planned it, and evervthing went right down perfect,
this is what vou could expect plus or minus a certain
contingency to drill a well. This does not take into account
any unforeseen risks or high operation.

0 Does this take into consideration the cost of
operating the well?

A Just for drilling and producing, and supervision while
drilling and completing.

0 That is all?

A Yes, that is all. 7Tt does not take into consideration
ovarat ion.

O 2nd vou arrive at a total cost of $186,450, in drilling

e
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the well.

A Drilling the well, this is drilling and completing
the well. This is running production casing, doing the perfor-

ating, treating, testing, and installing a system, tank battery

for distillate.

Q This includes the tank battery?

A Yes, it does.

0 Are the drillers -- have you contacted any drilling
companies?

A I have talked to Jess Wharton with Wharton Drilling

Company, and also with Walter Crockett with Cactus Drilling
Company.

¢ Are the figyures on your Exhibit 6 based on the
information you obtained from these gentlemen?

2 The figures on Exhibit Number 6 are from Jess Vharton.
The footage at $9.10 per foot was something we arrived at by
him going back to his previous committments. I think he had
drilled the last well for $8.85 a foot, and since the first of
the vear most drilling contractors have given some rather
substantial raises to their driiling personnel, they have also
started paying mileaae, and he estimated it would run abovt
25 cents more a foot than previous, and that is how the $9.10

waa arrived at.
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0 No you have ary problems in cemeating th2 surface
string in this area?

A Yes. And I might point out that the amount of money
on this AFE is an ideal figure, it does not take into account
any problems you may have.

In this area, the intermediate is set through the
bottom of the Artesian water sands, and it is necessary, the
Commission requires that these wells be cemented to the surface.

Q Normally, this operation is observed by one of the
representatives of the Commission?

A Yes. It normally is, And also, these will react
several different ways, that's what it amounts to, is, most
wells or some of the wells have been required to run one-inch
tubing on the outside of the casing, and cement from the top.

And one of the wells that I did check out was Penrock's Indian

Federal No. 2. They used 1,300 sacks of cement, and they had

to run one-inch to 620 feet, and it took seven stages fcllowing
that to get the well cemented.

0 That adds to the cost?

A This adds to the cost considerably, and also to the
rig time cost.

0 And that is a risk that you would te facing in drilling

a well in this area?
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A This is a verv definite factor that the operator must
take into account.

o) Are the drilling contractors willing to enter into

turnkey contracts?

A I discussed this with both Mr. Wharton and Mr. Creckett. ;

Mr. Wharton said he would rather not comment on it. Now,
Mr. Crockett did not give me a figure for a turnkey, other thah
he said, "Figure out what vou think it will cost and add 25
per cent, and that is for the drilling end of it."

0 Have you prepared an exhibit showing those figures?

A Yes, ¥ have. This is noted on my AFE-119, and I
might point out --

O Is that Exhibit Number 77?7

A Exhibit 7. This is not veryv derinite. In other words,

Mr. Croclett would not pin himself down definitely at the time.

9] In other words, you don't know at this point whether
vou wouléd get a contractor to enter into a turnkey contract?

A The risk involved, hoth with the high pressure gas
and the problem of cementing, and the other things in the area,
I doubt it -- I am sure you could, but it would ke quite
prohibitive, as far as costwise.

Q Have vou made anv studv of the costs of operacing

wells in this area®




52

A The operation of vells will depend on two thinas.
One is a normal operation charge, which mest operators charge.
The second would Le a pumping or a foreman charge in
the area.
The third would be any unforeseen maintenance costs
that may come, as well as under the operation. T believe ths 1
high pressure gas wells in this area do not reguire as much

maintenance, we might say, as another pumping well somewhere

else, so this would be -- I have used or put down as a figure
somewhere around $200 a month for operation. That would be
$100 a month administrative, and the other would be related

to pumpers, or whatever miscellaneous work.that might be
regquired. Again, this is something that is hard to foretell
what mioht be involved on down the road, as far as maintenance.

Q Mr. Butler, in drilling a well in the North Indian

Hills Merrow Yool, would vou anticipate a high dearee of risk
or a medium decree, or a lovw degree?

A The risk is high, basically because any time you are
drilling high pressured gas, you have a risk factor, and also
any timec you have a cas zone at a lower level in a well than
vou do with weaker zones -- or the term has heen uvsed, thief

zones above -- vou are standing the risk of hlowvout. This is

caused by the zone tavina vour drilling fluid, lovering vour
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hydrostatic head that vou are holding on to the formation vou
are drilling, and then your formation blowing out. I think this
is a well-known risk in this area, not only here, but anywhere
you are drilling into a high pressure gas, and the Morrow is

a very high pressure gas, normally.

0 Have there keen blowouts in the vicinity of this
location?
A Yes. I am not really familiar, but I do know there

has been one within the area, which would be the XHanagan Well.
There have heen several in southeastern New Mexico, or in the
area around Carlsbad, or farther south and east of Carlsbad.

0 ¥ould you describe, for example, what happens to the
drilling mud when you encounter one of these thief zones?

A You lose it. The mud, the pressure or breakdown
pressure of the zone is at a point that is less than the
hydrostatic pressure of the mud, and the mud that gnes into
this zone. This can be remedied either by lost circulation
material, in building up and plugging this with lost circulation
material. This is something that is ahout the only wav that it
can he handled, or with running pipe across these zones.

0 would vou consider the risk in this area as hich as
elsewhere in southeastern New Mexico?

n T think the risk is as -- I would put it this vay: it
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mav not be as high as elsevhere in Bell l.ake, or somewhere like
that. But sav of the last thousand wells drilled in New Mexico,
this would be in the top five per cent, as far as risk would go.
It is not the most highest risk in the state, but it is awfully
close.

0 If the laws of the State of New Mexico permit the
operator to recover from a non-tponsenting owner out of his
share of production, 50 per cent of his share as a risk factor,
a maximum of 50 per cent, what risk factor would you recommend?

A I would recommend 50 per cent for this risk factor.

I feel, this would just personally be a personal opinion, that
I feel it is low, the maximum of 50 is low for a risk factor,
especially in this area.

O Mr. Butler, were Exhibite 4, 6, and 7 prepared by
vou or under your supervision?

A Yes.

0 And Fxhibit Number 6, do vou consider those to
accurately depict well costs at the time these welis were
drilled?

A Exhibit which?

0 Lxhibit 5.

A I would. I relieve they probablv do at the time,

hecause I did go to Pernrcck and went over their accounts, and I
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believe I'enrock is on there, and this was their actual cost.
MR, KELLAHIN: At this time, I offer in evidence
Exhibits 4, 5, 6, and 7. :
MR. MORRIS: No objection. |
MR. NUTTER: Corinne Grace's Exhibits 4 through 7 3
will be admitted in evidence.
(Whereuron, Corinne Grace's
Exhibits Numbers 4 through 7,

inclusive, were admitted in
evidence.)

MR, KELLAHIN: That is all I have on direct.

MR. NUTTER: Any questions of Mr. Butler? é

MR. MORRIS: No, sir.

CROSS EXAMINATION

BY MR. NUTTER:

O Mr. Butler, I notice here, referring to your Exhibit
Number 6, your estimate of well costs for a completed well,
and also for a well down through to the casing point, you
estimate 59,000 for mud and chemicals. Yet, if we turn to
Exhibit Number 5, which is the tabulation of actual costs on
several wells, the second column from the right is the mud

and $10,.000 is the lowest figure on there.
A Right, We do have mud bills running up as high as
$47,000.

0 Did any of theee wells have lost circulation problems?




56

A I am not familiar with whether they had or not. I
would imagine when a bill goes that high, that they would have.

O It appears that there are quite a number of them in
the $20,000 to $25,000 hracket. Do you know if they had lost
circulation?

A No, I do not. This figure here was furnished me by
a mud companv.

0 This $9,000?

A Right. And all the figures on this AFE are if
everything went exactly the way it was planned. This is without
trouble.

0 This is without anv contingencies, then?

2 Right.

0 Except that you have added five per cent?

A That is a normal, what I normally add on in figuring
costs.

0 When the mud company gave vou this estimate, were they

thinking of the situation out here in Indian Hills where you

can have lost circulation problems?

A Yes, thev were. T would‘}ike to check through here.
A
0 What is the normal mud i1l in a normal area for a

10,000~-foot well?

A I believe I have their second well that Penrock drilled,




it was a dry hol=a, and their mud bill was $8,160, Thev had

no trouble. And this is basically where this fiqure came from.
It is located down to the south there. I have the location
here.

0 But this mud company --

A The second Fenrock dry hole is located in Section 19,
northwest of the southeast quarter.

a) Northwest of the southeast. But this mud bill cf
$9,000, that was given to you by a mud company. Was it a
company that has been doing mud business --

A They did the work on the Penrock wells.

) Now, have any of the Fenrock wells had any blowouts
or lost circulation prohlems?

A I am not familiar with their other problems, other
than the Penrock No. 2, which is what I went over their costs
with, and they did not have anv problems with that except on
cementing. I might point out here that like for cement and
cementing is $3,200. Well, actually moving over to the second
column of the AFE, it shows to casing point, $2,300.

0 I was wondering if vou would be able to cement that
long string for $4007?

A They had $5,300 on their cement bill for a dry hole.

BRut that $400, T think the long string will cost $1,550 to cement.
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Plugging costs is included in it.

0

A

S50 you wouldn't have a plugging cost?

The plugging cost is included in the casina point

cost. That is the normal wav I make these up, is that a dry hole

cost shows to casing point.

0

A

The $2,800 includes plugging?

Right. I think the $400 Qifference comes out in

floating equipment.

0

Now, when we are talking about a 50 per cent risk

factor when we drill a well, we have got two kinds of risks.

wa have the risk of getting a dry hole, and we have the risk

of losing
A
Q
hitting a

as inside

the well in the course of drilling the same?

Right.

According to Mr. McIntyre's exhibit, the risk of
dry hole here is negligible. He said this is about

a location as you can get. So the dry Lhele can be

excluded here from consideration?

A

Q

A

o]

the well?

A

I don't think 100 per cent, but o-»nerally.
It looks like a good risk, as far as getting production?
Right.

So then the risk that remains is the risk of losing

Of losing the =ell.
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o Because of the lost circulation, and you are dealing
with high pressure gas?
A Right, this is true.
0 Do you think if we exclude the risk of getting a well,

and then hang our risk factor solely on a blowout and losing
the hole, that that is worth 50 per cent here?

A I think it is. I made the comment a while ago that
I felt it was low. Lots of times, a normal operating agreement
for people who do not consent, lots of times qoes as high as
a hundred per cent -~ I mean as high as 200 per cent in the
normal operations in the oil field, and this is strictly for
people who dc not, just choose not to consent in the drilling
of another well. I am not saying in this area, but this is
between operators. This is kind of a standard.

Q well, if we go by our statute, though, which limits
it to 50 per cent, then 50 per cent is the equivalent to 200
per cent in a voluntary deal among operators, because it is the

maximum.

A Right. Well, I think it should be the maximum in

that area.

0N If vou were negotiating a volunrarv agrecment, veoun
would insist on 200 per cent, which would he the maximum?

3 That's riaght.

3




60

MR. NUTTER: Any further questions of Mr. Butler?
You may be excused.
MR. KELLAHIN: That completes our direct presentation,
Mr. Nutter,.
MR, NUTTER: Mr. Morris, 4o you want to call your
witnesses, or take a recess?
MR. MORRIS: Whatever vou would prefer, Mr. Examiner.
MR. NUTTER: Let's take a five minute recess.
(Thereupon, a recess was taken.)
MR. NUTTER: The hearing will come to crder.
Mr. Morris.

RICHARD S. BROOKS

called as a witness on behalf of Applicant David Fasken, having
been first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. MORRIS:

0 Mr. Brooks, will vou please state your name and where

you reside?

A Richard S. Brooks, Midland, Texas.

0 What is vour profession?

A I am a lawver.

0 What is vour relationship teo Mr., Fasken and his

operations?
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A I represented Mr. Fasken as a lawyer since 1941,
and I have represented him as a general business agent in the
0il business for, oh, since about 1947.

0 Would vou be the general manager of his operations?

A Yes, I think vou would say that.

0 What area does this operation cover, geographically?

A Mr. Fasken has interests in active producing oil
properties in Texas, New Mexico, Oklahoma, Louisiana, and
Arkansas.

Q Approximately how many wells does Mr. Fasken have
an interest in, and how many does he operate?

A He has interests of various kinds in approximately
700 wells, and he directly operates about 100.

0 How many wells does Mr. Fasken operate in New Mexico?

A There are seven producing wells, and one presently
shut in, which has not been abandoned.

0 And how many of these wells are in the Indian Basin
area?

A There are five gas wells in the North Indian Basin
Gas Pool.

0 In connection with vour duties as general manager ifor

Mr. Fasken, how broad an authoritv do vou have, just in a
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general way.

A In consultation with our geologists, I select acreaqe
for purchase, select locations and objectives for drilling, and
negotiate drilling contracts, clear charges for payment, attend
to any legal matters that may arise, including titles, negotiate
unitization, pooling, operatina agreements, generally carry on
the business for Mr. Fasken's account, and endeavor to keep him
rather fully advised of what is going on.

0 What tvpe of staff does Mr. Fasken maintain in
connection with his o0il operations?

A Mr. Fasken operates through consultinq{personnel. 1
represent him in the capacity suggested on a retainer, furnish
a staff from my office which consists of myself and two
secretaries. We have an encineering firm known as Henry
Engineering, headed bv Mr. James E. Henry, which is on a
retainer, and under contract to furnish 100 per cent of their
time to Mr. Fasken. That firm consists of Mr. Henry, and his
assistant, Myr. Angovine, who are both graduate engineers;

Mr. Parks, who is our material man, production clerk, purchasing
agent, and two secretaries.
We have a geological firm on retainer, who are not

committed to spend a hundred per cent of their time to Mr. TFasken,

but whe actually spend at least 75 or 80 ver cent of their time
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to Mr. Fasken. The firm is headed by Mr. R.C. Leonard, and

he has two assistants, Mr. Louis Peak and Mr. Gus Waterman.

We have an accounting firm, Mr. Louis Bartha, who is
on retainer from Mr. Fasken, and devotes in excess of 50 per
cent of his time and that of his staff to Mr. Fasken's business.
Mr. Bartha is alone in the practice as a CPA, and has either
four or five women assistants. Those firms represent our
regular staff.

We employ seismologists from time to time on a spot
basis. We employ civil engineers from time to time on a spot
basis, and whatever other technical personnel we mav need from
time to time. Being in charge of that personnel is part of my
responsibility.

¢ Mr. Brooks, turning to the case before the Commission,
has Shell verballv agreed to farmout its acreage in the north
half of Section 8 to Mr, Fasken for the drilliny of a well?

) Verballv, and also informally in writing, in that I
submitted to Mr. R.A. Clark, Western Division Land Manager at
Midland, on November 11, 1968, a rather detailed letter stating
the terms that we proposed, and Mr. Clark has resvonded to that
letter by a letter submitting a formal agreement on Shell's own
form embodying the terms of mv letter of MNovember llth.

Mr. Fasken has signed that formal agreement, and returned it to
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Shell, having signed it on Januarvy 13th, and I have been
assured by Shell that it is going through the routine procedure

for Shell's signature.

0 Have you been designated as operator of the Shell

acreage by Shell on the U.S.G.S. regular form?

A Yes, we have received from Shell a designation of
operator separately for the northeast quarter, and another for
the northwest quarter of the section in question, and these
forms have been filed with the United States Geological Survey
at Roswell.

0 What is the status of your negotiationcs with Marathon
0il Company, in connection with the southwest gquarter of this
section?

A Marathon 0il Company has been furnished a copy of my
letter of November 11lth to Mr. Clark of Shell. I have teen
advised by Mr. Charles L. Scott, Fastern District Land Manager
at Midland, that Marathon will farmout the southwest quarter
of the section to Mr. Fasken on the same terms as ocutlined in
my letter to Shell.

Mr. McSorn has also been furnished a copy of the
draft agreement prepared by Shell, and which I mentioned a moment

ago had actually been signed hy Mr., Fasken.

And I have a letter from Mr. McSorn confirmina that he
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had been authorized by his management to state that the nrooosed
farmout is acceptable and will be forthcoming.

o) Mr. Brooks, after being informed that you would receive
farmouts from Shell and Marathor, did you have any conversation
with Mrs. Grace or any member of her -- anyone affiliated with
her in connection with the southeast gquarter of this section?

A I have known all along, of course, that the southeast
quarter was shown on published maps as belonging to Mrs. Grace.
Some time between November 1lth and December 12th, and I would
place the date tentatively at approximately December lst ~- now,
I can't recall it offhand.

MR, NUTTER: Between what?

THE WITNESS: Between November 11th and December 1l2th.
I think it was about December 1lst, I received a telephone call
from a lady who identified herself as Mrs. Grace. That is the
onlv contact I have had with anyone, with either Mrs. Grace
or anyone representing her.

0 Would vou state the substance of that telephone call?

A Well, the substance of her presentation to me seemed
to be that she wanted me and Mr. Fasken to go away and get out
cf her wav. »Pnd I declined to do so, but offered ocur willingncss

to enter into a communitized unit under a normal form operating

agreement and accounting procedure.
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o Has that offer heen made to Mrs. Grace since that
time?

A With my aughority, vou extended the same offer through
Mr. Kelly. ‘ |

o} Is that offer still open?

A Yes, sir.

6] Am I correct, Mr. Brooks, that that offer would call
for a normal form communitization with David Fasken to be the
operator of this well to be drilled in the northeast quarter of
Section 8?

.\ Yes, sir,

0 Has Mrs. Grace or anyone affiliated with her accepted
your offer, or made any offer for communitization to you?

A Well, on the occasion of the telephone conversation,

Mrs. Grace rejected my proposal. So far as I know, there has

. /
<& .

been no response of the offer made through Mr. Kelly. ,

MR, MORRIS: I will state for the record that Mr.:Kelifvwr
did state wverbally to me that our offer was not acceptable.

0 Was anv offer made to vou, Mr. Brooks, whereby Mrs,
Grace proposed a communitization with her to be the operator?

A No, Mrs. Srace said she felt that she was entitled to

recejve farmouts from Shell and Marathon, and she thought I ought

to ago away and leave the situation alone.
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Does Mr. Fasken propose to drill a well in Section 8?

Yes, sir.
And at what location?
A 1,980 from the north and 2,105 from the east.
0 Has the location been staked at that pcoint and
appropriate forms filed with the United States Geological
Survey?

A Yes, sir, the location was staked by Sherman and Jones,

of Lovington, and under Mr. Henrv's personal supervision, and
- the forms have been filed.

MR. MORRIS: That is all Y have of this witness.
MR, NUTTER: Are there any cquestions of Mr. Brooks?
MR. KELLAHIN: Yes, sir.

MR. NUTTER: Mr, XKellahin.

CROSS EXAMINATION

BY MR. KELLAHIN:

0 Mr. Brooks, as I understand it, vou are a lawyer in
Midland?
A Yes, sir.
: 0] Do vou have any other clients, other than Mr. Fasken?
‘ A Very few, sir. He has first call on my time.
0 Do you devote all of your time to him?

A 85 to 20 per cent.
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0 As Y understand it, vou negotiated a farmout agreement
with Shell on behalf of Mr. Fasken?

A Yes, sir.

0 Was that a farmout which requires vou to drill a well
by a certain date, or you would lose it?

A Well, ves, it does, though we have been assured that
the date is subject to extension if circumstances s.em to
require it.

Q What is the date?

A The date is 60 days after date of agreement.

0 You haven't got the agreement?
A No, sir.
Q You don't have an agreement with Marathon as vet, is

that correct?
A Yes, I would sav I have an agreement with Marathon.

¥ do not have a formal contract, but I have an exchange cof

letters.
0 Do vou have a designation as operator from Marathon?
A We have here in the record a telegram sent in from

Marathon's legal department in Houston, stating that they were
forwarding a designation of operator to the U.S5.6.S.

O At the time vou were negotiating with Shell, as I

understand this, it was back in MNovember c¢f 1968, is that corroct?
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A My negotiations with Shell stavter in Augqust of 1968;
the exchange of letters upon which we predicate the provosition
that we actualiy have a farmout was in November.

0 Now, at that time, vou did know, as I understand the

testimony, that Mrs. Grace was the owner of the southeast

quarter?
A Yes, sir.
Q And vou were aware that under the rules of the

New Mexico 0il Conservation Commission, 640 acres was required
to be dedicated to a well drilled in the Morrow?

A Yes, sir.

0 Did you ever make any effort to contact Mrs. Grace
and obtain a farmout or other type of agreement from her?

A I was unable to locate Mrs. Grace by inquiries of
both Shell and Marathon. One address of a consulting ageologist
in Albuquerque that Shell believed to represent her, I wrote

a letter to that address in Auqust, 1968, which was returned

unknown.
Q Did vou look in the phone book in Midland?
A No, sir, I had no reason to think she was in Midland.
0 Now, the onlv contact you have had with Mrs. Grace

was the result of her phone call to vou about December 1lst?

A That's right.
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0 And other than that, vou never made any effort to
contact her?

A No.

0 Other than your contact through Shell?

Mr. Brooks, you say Mr. Fasken is operating seven
wells in New Mexico, and has an eighth well which is temporarily
disconnected, or plugged, or whatever?

a Yes, sir.
0 Not operating. Does Mr. Fasken maintain any offices

in the State of New Mexico?

A No, sir,

0 Does he maintain an office in Midland?

A Yes, sir.

0 Is it under his name?

A No, sir, it is under my name.

0 It is under yecur name and not Mr. Fasken's name?
A It is under both of our names in the directory in

the building where it is situated. It is listed under his name
in the Peyrmian Basin 0il Directory, which has general circulation
in the Permian Basin area. This gives my address, Mr. Henry's
address, and Mr. Leonard's address.

0 Mr. Henry is a consulting engineer?

A That's right.
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o And Mr. Leonard is a consulting geologist?
A That's right,
o And they are bhoth emploved by Mr. Fasken on a contract
basis?
A Mr. Henr? is on a full time retainer, and Mr. Leonard

is on a retainer giving first call on his time. Most of his

time is occupried.

0 Have you been located in Midland very long?
® A I have heen in Midland since 1941,
- 0 You are familiar with the o0il business, are vou not?
A I would think measurably so.
i 0 As a normal thing, an independent operator dcoes make
- use of consultants in handling their completion and drilling

of wells, do they not, just as Mr, Fasken does?

A I have been managing Mr. Fasken's business, his oil
business, since 1947, and represcnting him as an attorney
longer than that. We have used consulting personnel all times.

0 Mow, the proposal that was submitted by your
authoritv, you are familiar with the letter that was written
to me by Mr. Morris, is that right?

A Yes, I have a copv of it.

Q Now, this was proposed to he a farmout based on the

Ross~Martin form?
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A

0

Not a farmout, sir, but a joint operator.

Joint operating agreement?

Yes,

But that is the form vou propose to use?

Yes.

That is a rather lengthy form, is it not?

Yes.

It contains a great many blank spaces, does it not?
Not very much for a form 13 pages in length.

It doesn't contain the details of participation in

the operating unit?

A

No, it requires filling in. It is not complete in

and of itself.

0

In other words, then a communitization agreement

based on the Ross-Martin form would not be a concrete proposal

that it could ke said, "I will accept your proposal and you know

what the details are," is that correct?

A

That is quite right., But it is a long way further

than just a verbal proposal to enter into an operating agreement.

MR. KELLAHIN: That is all I have.
MR. NUTTER: Are there any other questions?

MR. MORRIS: Wo, sir.

MR, NUTTIR: The witness may be excused.




MR. MORRIS: I will call Mr., Henrv.

JAMES B. HENRY

called as a witness on behalf of Applicant David Fasken, having
been first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. MORRIS:

(W¥hereupon, Applicant Fasken's
Fxhibits Numbers 1 through 5,
inclusive, were marked for

identification.)
Q Mr. Henry, please state your name, and where vou
reside.
A James B. Henry, Midland, Texas.
0o What is your profession, Mr. Henry?
A Consulting Petroleum Engineer.
0 Please state briefly vour education and your

experience in the petroleum industry.

A T have a B.S. Degree in Petroleum Engineering from
Texas Technological College, obtained in 1950, emploved for
five years by Stanland 0il and Gas Company, six vears by
Aanderson Pritchard 0il Corporation, two years by the Union
Texas Petrolewu Corperation,; and approximately five years
as a consultant.

0 In what area have vou had your experience?

A lest Texas, New Mexico, Oklahoma, Kansas, Colorado,

I T R o1

i e

3
;
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South Texas.

O Approximately how much of vour professional life have
vou spent in the Permian Basin?

A Twelve vyears, and the rest of the time I was
responsible for operations in the Permian Basin when I did not
live here.

0 Do you have a consulting firm?

A Yes, I do.

0 What is the name of it?
A Henry Engineering,
9] Now, as Mr. Brooks testified, are you on a full time

retainer to Mr. Fasken?

A Yes, I am.
0 How long have you done consultant work for Mr. Fasken?
A Almost five years. It will be five years the first

day of March.

0 How many wells, and approximately how much production
is under your supervision?

2 We actually manage and operate 100 producing wells,
rroducing 100,000 barrels of oil per month. We do the
engineering work on some 600 additional wells as required on
non-operatad properties and rovalty interests.

0 What is your staff?




A It consists of myself and two engineers. We normally

have two engineers. At the present time we have one, and we
are interviewing for a replacement. We have a materials
supervisor; production supervisor; office manager-purchasing

agent combination. this is one gentleman; and we have two

field foremen, and about ten contract pumpers, two sections.
¢ Have you prepared as Exhibit Number 1 in Case 4043,

a structure map on top of the Morrow Formation in the area under

consideration in this hearing?

A Yes, I have, It’s been identified as Exhibit 1.
0 Point out what is shown on that exhibit.
A These contours are on top of the Morrow pay zone.

The Morrow pay zone in the North Indian Hills area consists of
a gross interval of 300 feet, plus or minus a few feet of
intermediate shales, sand, and a minor amount of limestone.
This is the top of that sequence of beds, and these beds
continue from this marker down to the top of the Barnett Shale.
These beds lie unconformablv on top of the shale.

The structure map is contoured on the uppermost
cand in this sequence. The datum shown in black are the
cubsurface elevations of the top of this pay zone; and the
hexagcnal markings colored in pink represent those wells

actually producing from the Morrow horizons.
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The Cisco wells in here, we made no effort to identify.

One of these is dually completed in Section 19, on this plat,

is duvally complete@ with the Cisco, and the wells in 20 and 21

are Cisco producers, one of them drilled to the Morrow. There
is a well in 22, a dry hole in a Morrow. There is also one
in Section 10 that encountered water in some of the Morrow
beds, and was not commercial in others,

I have also shown as the small red circle in the

northwest quarter of Section 8, the location we propose to

. drill for Mr. Fasken. The triangular marking in the southeast
quarter of Section 8 depicts the location approved by the
New Mexico 0il Conservation Commission and the U.S.G.S. for

- Mrs. Grace's location.

0 Now, the five wells shown on the acreage colored in
vellow are each operated, owned and operated by Mr. Fasken, and
you operate those for him, is that correct?

A Yes, we drilled and completed them and operate them.
The acreage shown in yellow on the plat is that which Mr. Fasken
has by various arrangements, including the leasing and farmouts,
and purchases.

Q Now, did you participate in the drilling of each of

those five wells?

A I personally supervised the drilling and completion of
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these wells, I would say 75 per cent of them. The other 25
per cent was done directly under my supervision.

0] Earlier Mr. McIntyre gave the potentials on cach of
these welle. Was the information that he gave with respect
to Mr. Fasken's wells accurate? ;

A | The data with respect to the absolute open flow
potentials were correct. The dates were not exactly correct.
They are within a week or ten days. We consider a completion
date the date we took the four point back pressure test as
being our completion date.

0 Mr. Henry, in your opinion, and based upon the
geology shown on Exhibit Number 1, is Mrs. Grace's proposed
location in Section 8 any better than the location proposed
by Mr. Fasken, or would you compare the two, please?

A Geolcgically, the pav zones as projected at either
location should be comparable. I would like to point out that
any further movement toward the well in Section 9, being the
Skelly Federal, or the well in Section 16, being the Indian Hills
Unit No. 7, no movement in that direction should be made. Those

two wells had nice potential tests, but they did require

hydraulic fracture.

The two wells in Sections 4 and 5 were natural

completions. The well in Section 17 has one zone of Morrow
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that was a natural compvletion, and one zone that was fractured.

The thicker pay sections in the Shell Federal Well in
Section 5 was the thickest pay section we have, and we should
move in that direction, 1 believe Mr. McIntyre neglected to
give the potential of that well, which was 4,250,000 Mcf.
Now, this is one of the lower potentials, but I would like to
point out that the well has an average amount of skin damaqge
as determined from pressure buildup data in the perforations.
However, the well is capable of delivering five times the
pipeline take at this point, so we made no effort to do anything
more to that well than reperforate it. On reperforating it,
we did increase the flow rate, and its adjusted potential on
some engineering work we did recently was some five million.
It has a deliverability of five million feet a day. We
actually flowed at rates of four million a day after the
reperforating.

MR, NUTTER: Is that the Shell Federal No. 5?

THE WITNESS: VYes.

MR. NUTTFER: He gave us a perforated interval on
that well of 9,570 to 9,592. Are those the original perforations
or the new perforations?

THE WITNESS: I did not follow his testimony in that

regard. If you like those, I will be glad to give them to vou.




MR. NUTTER: We ought to correct them, if the

perforated interval has heen changed. He also gave us a
potential on a well of 3.150.

THE WITNESS: On the Shell Federal?

MR. NUTTER: Yes.

THE WITNESS: Well, I missed that in his testimony.
The potential was 4.25 million. It is available in the back
pressure test on file with the Commission. Based on electric
log measurement, the interval perforated was 9,570 to 9,592,

MR, NUTTER: That is the new perforations?

THE WITNESS: That is the original perforations. The
new ones, we reperforated the exact same interval.

MR, NUTTER: Go ahead.

Q (By Mr. Morris) Mr. Henry, will you now please refer
to Fasken's Exnibit Number 2, and state what that is and what
it shows?

A Exhibit Number 2 is a portion of the United States
Geological Map entitled Bandanna Point Ouadrangle, Bandanna j
Point, New Mexico. This is the northeast portion of a topographic;
map that depicts 50-foot contour intervals of the surface
topograrhy in the North Indian Kills Field area.

0 What does this show, as far as the tvo locations are

concerned?

o
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A In red ink and by arrows I have indicated the surface
topographic location of these Ewo proposed location; the one
proposed by Mr. Fasken being 1,980 from the north line and
2,105 feet from the east line; and the Grace location, which is
1,750 from the east line, and 1,650 from the south line.

I would like to point out that bhetween these two
wells, the elevations for each are given below the location.
The elevation of the Fasken well is 3,888 on the surface. This

was obtained by Sherman and Jones out of Lovington, survevors

that surveved this location.

The Gracé elevation, 4,101, was filed with the
U.S.G.S., and the New Mexico 0il Conservation Commission has
- the elevation of their well, and this fits the topographic map,
indicating a 213-foot difference in elevation.

You will‘notice on the map bhetween these two locations,
the close spacing of the contour lines reflectinag a surface
escarpment of some 213 feet betweern these two wells, the steep
feature being the west face of what is known as the Seven Rivers-
Hills.

0 Have vou personally been on the ground at both of these
proposed locations?
A Yes, T have.

0 “ill vou refer next to FExhibit MNumber 3, and state what




that is?

A Exhibit Number 3 is an authority for expenditure, or
an AFE, which I submitted to Mr. Brooks for his approval, of
the procedure, cost estimates, and casing tubular goods program
that would be used in drilling and completing the well
designated as the David Fasken Shell A Federal No. 1, 1,980
feet from the north line, 2,105 feet from the east line of
Section 8, Township 2] South, Range 24 East.

0] And what is vour total estimate for this AFE?

A The coverlet on the front of this exhibit, which
consists of pages 1 through 4, shows the total tangible and
intangible costs, costs of drilling to the casing point, and
the costs of completing the well as a producing gas well
connected to the natural gas pipeline facilitv located at
Mr. Fasken's common gas gathering facility designated North
Tndian Hills Gas Facility, located approximately 200 feet from
the Shell Federal Well in Section 5.

This shows a total cost of the completed well with
gas line, dehydrater, surface separation facilities, to be
$208,310,

I call your attention to this second page of that

exhibit. We have a detailed cost estimate broken down by

drilling costs and completion costs. The footage cost of $8.75




per foot is hased on our last experience in the area, which was
for a multi-well contract, and was a favorable drilling contract
price.

We have down there dav work cost of, for four days at
$1,150. This is based on our latest experience in drilling
contracts in the area. The four davs arec necessarv to cover
three drill stem tests that are required to test the Morrow
intervals., We find there are basically three sand zones within
the Morrow section that we are finding necessary to test
individually.

The drillina mud costs of $8,000 is based on our
experience in the area.

The water cost of 54,000 is again based on our
experience in the area. Water is very scarce in the area. It
has to be piped to the location cr trucked. Trucking is
regulated to 18 cents a barrel or a minimum haul. If it is
hauled from the Sha2ffer Water Well in Rocky Arroyo, it could
be obtained. We have obtained water from the Howell Ranch
for a flat fee of $1,000 per drilling well, plus the cost of

laying and picking up the lines, and pumping the water to the

location. The cementing service and supplies here represent
the cost of a long strinag of eight and five eighths surface

casing. 2t the location proposed to he drilled here, at the
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elevation that we piroporce, it will not require thirteen and

three eighths surface pipe. It will require a thirteen and
- RN TR IR Le

three ejghths eenteur pipe in order to prevent a2rosion,

We have a drilling rate of $500 in addition to the
mud.

Then we have wellhead ecuipment, and the conductor
pipe which could be junk casing. The rat hole drilling cost
for the conductor pipe of $500. The intermediate casing,
3,200 feet of eight and five eighths~inch casing.

The road and location and pad tc put tbhe drilling
riq on, we estimate at $3,000. We estimate damages to be paid
to rancher and maintenance of the road at an additionzl $1,000
for a total of that item of $4,000.

Trucking, welding, and rental, based on our experience,
is around $500. Surveying location, $2006. Logging, $4,400.
The Morrow pay zone is & very difficult one to interoret. It
requires a shallow investigation tocl of a resistivity type
that requires a sonic log, and it requires a dual induction
lateral‘loq ccmbination in order to evaluate the pay zones.
The minimem cost for these at this depth is $4,400.

Ve anticipate three drill stem tests. The services

for this are $650 each, or $3,950.

The miccellaneons services and supplies run around
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$500. These are sample sacks, well siqns, et cetera.

The geoloaqical and supervisory expenses, based on our
experience, indicate $3,500 for these services, for a total
drilling cost to casing point of $135,770.

The completion cost, I might add, is based on completion
of one well, one zone natural, and the other section within the
Morrow beinag fractured, which again is a hypothetical case here
for demonstration purposes.

Four and a half-inch oil string casing with cementing
services and sunplies, $2,500. This $2,500 covers cementing
four and a half-inch oil string with 450 sacks of Incor cement
or class API class C cement, with 7.6 pounds of salt, and an
acccllerator and flood loss additive. TQ}S guts us into an
anticipated casing fill of 2,025 feet ZEI:: ;;; bottom of the
hole. This has been our experience from temperature surveys

in the area. s

-~ . -
- £ Lt e -
IS AR A

I might point out in the cementing surface and supplies
fer tre drilline cost of $5,000, this is a recguired cementing
program by the U.S.G.S., urder the direction of the Artesian
t'ater District, that that has to ke circulated to the surface,
and that often takes a large volume of cement.

The loaging, rerforating after completion or after

setting the oil strina pipe is estimated at $3,000.
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Packer, $750. Tubing head with valves, $1,300.
Christmas Tree, $1,500. Brine and packer fluid, $2,000.
Services for back pressure test, $600. Roustabout labor,
$500. Surface connections and lines, $500. Tubing string,
$9,500. Hydraulic testina of the tubing, $500. Kill truck
service, $200. frracturing service, $5,000. Anchors, $190.
Welding, $200. Truckinag and water hauling, $600. The gas
sales line and surface equipment, dehvdrator tankage at
$2¢,000. 2And dirt work of $500 to clean up the location.
And engineering and supervisory expense of $2,000, for a
completion of $72,540, or a total well cost complete into the
gas sales line of $208,310.

0 Now, Mr. Henry, please go to your recommended
drilling and completion procedures, pointing out the items
here that are of particular significance in connection with
the drilling of wells in this area.

A Al) right. At the location we rrovose, which is off
and out of the Saven Rivers Hills, thirteen and three-eighths
casing is not required. e propose to drill twelve and a
msarter—~inch hole for the first bit. This is to allow the
insertion of one-~inch tubing tn stage cement, besides the

eight and five ejghths-inch casing, in the event it does not

circulate. This twelve and a quarter hole is necessarv. Tie

T L Y
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eleven-inch hole from there down will provide for the lower
volume of cement, and give adeguate bonding for the pipe. We
follow this program, and it has been approved by the U.S.G.S.

engineers suvervising this cperation. The casing program is

standard for eight and five eighths, 3,200 feet is the standard
procedure we have followed.

- I might point out that we install a dual blowout
preventer. This is a preventer with blind pipe rams that will
close on the drill pipe. We also require the contractor to
install a hydrill preventer that will close on the Xelly and
drill collars, so in the event the well should develop gas
kick that it can be controlled.

The item number six, we believe to be very important,
which is the test commonly known as Yellow Jacket test, after
the service company that originally offered the service, which
is a hvdraulic pressure test of all valves, all blowout preventer
equiprent, the well head and 211 choke manifolds and valves,
to insure that these are in perfect operating order before we
drill deeper, and in the event there should be a gas kick.

We pronose to drill stem test the upper, middle, and
lower sections of the Morrow, and run the electric logs, and
cement the pipe.

The other items are self-explanatory, 1 think, We
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propose to run the packer and tubing, swab the well down, and
control pressure perforated. These Morrow Sands do not respond
to acid. They, in fact, the swelling clavs in them will
hydrate in the presence of acid, and we have had some bitter
experience of trying this on one well in which the acid
actually reduced the flow rate by about 56 per cent. The
controlled pressure perforatirg is necessary to get the best
natural perforating job and best natural completion possible.
We have found the wells will respond to a breakdown
with ﬁgzﬁ% brine. This is a brine made from the potash salt,
residue from the potash mines available at Carlsbad, and we
propose here to perforate anv ticht zones and fracture them,
then lubricate the gun in the hole, and perforate those zones
that indicate from drill stem tests thev will support natural
flow from a Qatural completion. This is a procedure we followed

and we found it to be very satisfactory.

PO
RE O

The pﬁing'brine is used to prepare a fracturing fluid
called mud brine, which is a fluid-with peculiar viscosity
properties, viscosity properties that has a very low viscosity
at verv high pumping rates. This fractured fluid is very
satisfactory for stimulating these wells.

I might point out that the David Yasken Skelly

Federal No. 1 was the first successful fracturing job or
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stimulation job ever done on a Morrow well in Eddy County, to
the knowledge of ourselves. Since that time, we have treated
a number of wells, and other operators have treated a number
of wells with this procedure.

0 Mr. Henry, I think it is obvious, but let me ask the
gquestion anyway. Is your estimate of well costs here on this
exhibit based upon your actual experience in the drilling of
the five other wells in the North Indian Hills Morrcw Gas Pool?

A Yes, it 1is.

(8] Have yvou used as a source of your estimate, vour
actual invoiced costs on these other wells?

A Yes, I have.

o) Do you have vour costs on these other.wells prepared
in the form of an exhibit?

A Yes, I have.

0 Please refer to Exhibit Number 4, and will you explain
that?

A Exhibit Number 4 is a recap of the well costs summary
from these wells. The items listed under roman numieral one
are three wells that have been completed, completed with
surface separation and sales facilities. On the line on
production, you will note that the Ross Federal and the sShell

Federal {ells are somewhat lower in cost than tle Skellvy Federal
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No. 1. XNow, the Ross Federal and the Shell Federal No. 1 are
located in the valley out of the Seven Rivers iHills feature,
and are at a location approximately comparable to the location
we here propostho drill.

The average well cost here would be $202,000 or
$203,000, spproximately. Thé increase we are seeing on the
well I am proposing here is due to inflation in prices since
some of these wells were drilled as far back as 1965. The
Skelly Federal No. 1 is shown to cost some $30,000 more than
the other two wells, This well was drilled in the Seven Rivers
Hills at a location with an elevation comparable to that
proposed by Mrs. Grace, and verv near the location. Now, this
location experienced severe lost circulation in the hole before
the in*c.mediate pipz was sct. This well was not able to
circulate cement on the eight and five eighths-inch casing, or
on the primary cement job. It recuired several attempts to
cement it with one-inch pipe. This was to no avail in filling
it up. We finally backed into it with a ready-mix concrete
with one-inch agqrecate, and pumped i% down the outside of the
casing, and this completed the fill up the casing, and the
casing passed the examination of the U.S.G.S. We alsco ovut

gunny sacks, and a few other things dewn this thina.

MR. NUTTER: Vou are talking about the Skelly Federal?
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THE WITNESS: Ves, sir.

MR. NUTTER: Would you attribute this to the similarity
or to the fact that it is neot down in the plains?

THE WITNESS: Yes, sir.

MR. NUTTER: This is the trouble up in the agaregate
that is in the hills.

THE WITNESS: The hills have an extra geological
section of layers of limestone that are weathered, they are
highly eroded, they are cavernous; And part of the time in
drilling this hole, we attempted to drill it with air, and we
did not have circulation with air.

MR. NUTTER: And this would all be in this difference
in elevation in the 300 or 400 feet?

THE WITNESS: Yes, there are these dry rocks exposed
in the face of the cliff on the west escarpment of the Seven
Rivers Hills, and this is the cause. On both of the wells we
3rilled down in the valley fill, we have circulated cement on
the primary cement job.

MR. NUTTER: How about these other three wells that
vou have drilled here in Section 9 and Sections 16 and 172 Are
they on the flats or in the hills?

THE WITNI'SS: The well in Section 16, which is the

Indian Fills Unit No. 7, is in a small vallev up in a saddle in




the Seven Rivers Hills., It is not cauite as high elevation.

MR. NUTTER: On vyour Exhibit 2, that would be there
in Deadman Draw, probably?

THE WITNESS: VYes, sir, it is in the very center of

Deadmar Draw. And the well experienced severe lost circulation

in the shallow beds. There were no instances that we experienced
iost circulation after the 3,200 feet, approximate 3,200 feet
of eiqht and five eighths casing had heen cemented.

Now, t* rell in Section 6, which is listed on the
exhibit we are discussing here, I believe Exhibit 4, is listed
under roman numeral three, that was a re-—-entry, and the
intermediate casing was still in it and cemented.

MR. NUTTER: You don't mean Secticn 6, vou mean it is
No. 6 but it is in Section 17?

THE WITNESS: Section 17.

MR. NUPTER: That is in the Indian Hills?

THE WITNESS: Yes, it is. And Marathcen in that case
set thirteen and three-eighths casing to 600 feet, which cased
these thief beds that outcrop in the Seven Rivers Hills.

Now, the well in Section 7, the cost of it without any
surface separation or sales taciliiies

MR, MORRIS: Fxcuse me, that is in Section 1672

PIF WITNRSS: ECection 16, Well HNo. 7, cost $207,464,
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without any surface separation or sales facilities.

MR. NUTTER: But with all the lost circulation
problems?

THE WITNESS: Right. And this would make it some
$15,000 to $20,000 more expensive than the wells drilled in
the vallev fill.

MR, NUTTER: So, in other words, vcur total cost on

No. 7 with your surface ecuipment would probably run vou about

$225,000 or $226,000, complete?

THE WITNESS: Yes, sir, that is correct. Those
expenditures have not been made. We are negotiating for gas
contracts at this time.

MR. MUTTER: Here on vour Exhibit 4, this $108,000

for the No. 6, this is the cost of re-entry and completion only?

THE WITNESS: That is the cost of re-entry and
complet’ ..,

MR. NUTTER: The well had alreadv been drilled?

THFE WITNESS: It is higher than our completion costs,
because it was necessary to move this and rig up. We had to
pay the trucking and rigup costs of the rig, and the cost of
drilling out some plugs.

MR. MNUTTER: low much pive did Marathon have in the

well?
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THE WITNESS: 2,700 feet of eight and five eighths,

MR. NUTTER: You had to run vour own production

string?

- THE WITNFESS: Our own production string.
0 (By Mr. Morris) ™r. Henry, based upon these comparisons
of actual costs on the plains and up in the hills, how much
- extra would vou estimate that a well would coest at the Grace
location as compared to the location proposed by Mr. Fasken?
A I have made an estimate of that and shown it on
Fxhibit 5, which the total amount is $14,410 of additional
costs. Now, the extra location leveling, the first item we
have here of $6,000, this is the extra cost.
The cost of leveling the Grace location would be
approximately $9,000.
The cost of leveling and building a road to the
Fasken location would he $3,000, because it would require a
half a mile of road building from the blacktop county road,
and some very nominal leveling, because we did select a site
that would require minimum dirt work in staking the location.
The Grace location was visited by mvself and Mr,
Jones of Sherman and Jones, survevors out ot Lovingron. e
did run a orofile across the location of the Grace well. ¥ith

& minimum amcunt of levelina, minimum area to he leveled, it
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would reaquire a cut and fill of 14.7 feet in a north-south

direction. Now, this 14.7 feet is solid limestone, and would

require blastina, levelina, and fillino on top of these
boulders with loose material that would need to be trucked
from a agravel pit and caliche pit approximatelv a mile and a
half to two miles awav.

I might point out that in an east-west direction,

there is a three-foot cut and fill of, again, solid rock.
approximatelv 50 feet southwest of the Grace location, there
is a head of a small canvon that would require that it be
filled to an additional length of about 7% feet, that would
take an enormoug amount of rock and dirt material to £ill this
in to gain access to the location for normal rig equipment,
pipe racks, pumps, water storage tanks, and cementing trucks
accessways. The extremely high cost, of course, is the
blasting necessary to level this solid limestone. We have
had exverience with this at two of the locations where we have
to do it, and it is verv, verv expensive,

0 Mr. Fenrv, making vour estimate, were you aware of
the roadway that was shown on Mr. McIntyre's mao of this area?

A Yes, I built that roadwav. It does not traverse the
pencil line, but I did personallv build the roadwav.

0 And vou tookr that into consideration in makinag the
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costs?
a Yes, I did.

Now, the next item we have would be the additional
drilled footage of 213 feet at $8.75, and is another $1,864.
The access road on which we get into the Seven Hills area to
gain access into the Indian Hilis Unit 7 and the Skelly Federal
Well, isn't exactly an Interstate 20 highway.

MR. NUTTER: Mr. McIntvre said he went up there in a
Buick, he said.

THE WITNESS: Yes, but it takes a tandem axle water
truck to get water to the location, and I have some bulldozer
bills for that and other equipment that has gone up some rather
steep grades. 2nd I might also add that a flash flood of
five inches of rain washed away part of the pits and all of
the road. That is very accertable if vou can't do anything
else.

The extra cost of movino a rig in requires extra
tandem trucks to pull the load in of $1,000 estimated cost
there. The extra water hauling cost, whether we haul the
water or piped it up the face of the escarpment, would te
$2,000.

The drilling near it, as we are within 50 feet of

the exposed face of these heds, for the first 213 feet will
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require a string of casing of thirteen and three eighths, in
order to go anv deeper, hecause you simply cannot circulate
here without it running out the face of the cliff. If you
in addition put another 200 feet of hvdrostatic head on some
beds down in the 2,500, 3,000-foot range, and particularly
at the 1,600-foot level, the extra hydrostatic column, these
will take fluid and will not circulate.

0f course, the extra rig time to run the casing, and
the additional time to run the extra strina of casing would
be $1,050. We tried it twice without the casing in order to try
to air drill this zone, and it just wouldn't work. We would
strongly recommend against trying.

0 Mr. Henry, if the Commission sees fit to arant
Mr. Fasken's application, and designates him as the operator
of the well in the northeast aguarter of this section in
accordance with his application, does Mr. Fasken stand ready to
drill a well at that locaticr as soon as apnroval of the
Commission is received?

A Yes, sir. Mr. Brooks'approved signature is on the AFE,
and that is mv authority to proceed as soon as this matter is
settled.

Q With respect to ¢ost of supervision for the coperation

of the well after it is completed, the Cormissicn is reouired by




law to fix a sum in a forced poolinag order. Do vou have a sum

to recommend that would be satisfactory to Mr. Fasken if his
application is approved?

A Are we speaking here of just overhead, or are we
speaking of lease labor?

0 We are speaking of, I think, of just the overhead in
the non-billable items.

A $100 per month.

0 Do vou have any recommendations with respect to a
risk factor that should bhe assianed?

A We drilled five wells in the area. We think we have
the risk down to a fairly nominal amount. Here the dry hole
risk is very prevalent in the Morrow sands. Geologically,
there is this risk factor. Wwe don't see too much risk factor
in actual completion of the thing. We have not experienced
lost circulation hetween the intermediate casing point, as
some operators have. Those thinq§ only occurred where the
Cisco was productive in the Indian Rasin Cisco Field, and we
seem to be substantiallv out of the Cisco productive area, and
I don'%t see that part of it. I think the dry hole risk would
afford a factor of 40 per cent.

9] were the Fasken fxhibits )1, 3, 4, and 5, and the data

shown on Exhibit Numrer 2, prerared bhv vou or under vour




direction?
A Yes, they were.
MR. MORRIS: At this time, Mr. Examiner, we will offer

Fasken's Exhibits 1 through 5 into evidence.

MR. NUTTER: Fasken's Exhibits 1 through S will be

admitted into evidence.

- (Whereupon, Applicant Fasken's
Exhibits Numbers 1 through 5,
inclusive, were admitted in
evidence.)

MR. MORRIS: That is all I have of Mr. Henry on
direct.

. MR. NUTTER: Anv questions of Mr. Henry?

CROSS EXAMINATION

BY MR. XELLAHIN:

. 0 Mr. Henry, I believe vou testified in connection with
vour Exhibit Number 1 ~- is that the Exhibit Number 1?
A Yes.
0 In connection with Exhibhit Number 1, you testified as

to the well in Section 5, and I believe vou stated that had the
biggest pay section?
A Yes.

0 What was the pav section on that well?

A Fight feet in the upper part of the Morrow zone, and




15 feet in the hase of the Morrow.

0 Eight feet and 15 feet. That is what, 23 feet?

A Yes, the lower zone is not perforated.
0 Well, you only perforated in the upper zone?
. Yes.

0 And you only perforated less than 20 feet, is that
correct?

A We perforated 22 feet.

0 Now, what was the next thickest pay scction you
encountered in your wells?

A Net pay in thickness was the Skelly Federal No. 1 in

Section 9.

0 And that is a direct offset to the proposed Grace
location?
A Yes.

0 What was the thickness in that?

A Fourteen feet in the upper Morrow, and eight feet in
the middle Morrow, and zero feet in the lower Morrow.

o What do vou have perforated in that well?
A Only the upper Morrow., and it did require hydraulic

fracturing. The permeability was low.

9] pid vou use hvdraulic fracturing in your well in

Section 5?
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A No.

0 You ‘just perforated?

A Right.

0 Is the deliverability on your Skelly Federal No. 1

higher than the well in Section 5?

A Yes.

Q Would the manner of completion account for that
difference?

A Yes, sir. The natural permeability by a factor of

the Millidarcy feet factor, or total flow capacity of the rocks
in the upper zone in the Skellv Federal No. 1 was 43 Millidarcy
feet as compared to 9% Millidarcy feet in the Skelly Federal for

natural productivity of the rock.

0 In your AFE, vou did include an item for hydraulic
fracturing?

A Yes, sir.

0 You feel that is a better completion method, I take it?

A Only if it is required. 2nd there, since completing

these wells, we have opened up the Midland lower sections of
this Morrow sand reservoir, and some cof those sands do require
hydraulic fracturing. We determined this from buildup data
obtained from the drill stem test of the individual stringers.

Q) “hich of the wells operated bv Fasken bhas the highest



101

deliverability?

A The Indian Hills Unit 6 in Section 17.

Q And that would be directly south of the area under
consideration here? |

A Yes, sir.

Q And the Grace location would be closer to that well
than the Fasken location, is that correct?

A It would be closer to that well; it would also be

closer to the tight well in Section 2.

0 The tight well in Section 9 is the Skelly Federal?

A Yes, sir.

0 To the east?

.\ Right. That location is nearest to one of the poorer

and one of the kest wells.

- Q Now, Mr. Henry, we have been talking about well

locations. What well iecation were vou talking about vhen you
discussed the location of the Grace well?

. 1,750 feet from the east line, and 1,650 feet from
the south line of Section 8, Township 21 South, Ranage 24 East
of the New Mexico Principal Merridian.

0 I'm sorrv, but I didn‘t get ihc footaae 1ocation on
vour well.

M 1,980 feet from the north line, 2,105 feet from the
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east line of Section 8 of the same township and range.

0 Az I understand it, you say vou visited this well
site of the Grace location?

A Yes, sir.

0 When was that?

A January 2nd.

Q Pid you find the stake clear?
A Yes, sir.
0 Could you give us any information on gas sales from

this area?

A At the present time, we have a contractual agreement
with the Natural Gas Pipcline Companvy of America from the
three wells presently connected. They are committed to take
3.25 million prer dav.

o] There is no proration in this area, is that correct?

A That is correct.

MR, NUTTER: Is that 3.25 million from each well, or
from all three wells?

THE WITNFSS: From all three wells. That is a
comhined figqure.

O What kind of a pavout does that take?

A Six vears.
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O Have vou used mud loaging units in this area?
A We have used mud logging units on three of the wells.

O Do you find that helpful?

A No.

Q Did you use them cn vour last well?

A No.

0 Now, vou say water is scarce in this area. Where

is your source of drilling water?

A The source of drilling water is a well at the Howell
Ranch located in the township to the north. 2nd that -- I
don't have a map that depicts that location. It is in the
section immediately north of Section 5. However, the township

up there is skewed a little.

0 Is there a road to that?

A Yes, there is a paved county road.

Q Is that the road that appears on your Exhibit Number 2
A That road in Fxhibit Numher 2 was a graded county

road. That road has since been straightened and improved, and
blacktopped, and it foilows hat approximate location, but is
not the exact same road.

0 How far from that pavad road is the Fasken location,
proposed location?

A Nne-half mile.

i



104
0 How far from that dirt road is the Grace proposed
location?
A The road has two hairvin turns in it aoing back in
there. It is about two and a half miles.
Q Bow do you arrive at two and a half miles from the

road, and tre map on Exhibit 2 indicates it is about the same
distance as vour location?

A Well, Exhibit Number 2, vou will notice a feature
called Deadman Draw, and there is a notation on here of this
topographic feature called Seven Rivers Hills. Now, at the
approximate location of the "P" is a saddle which drainage
goes to the west, and from that point also to the east.

Now, there is a road that comes off this county road
at the approximate location of the road here, comes up through
this saddle and down the draw on the east side to the feature
called Deadman Draw. Then the road makes a hairpin turn,
goes back ur the south flank of Deadman Draw almost to the
head of that escarpment, and makes another hairpin turn back
to the David Fasken Federal Well. The point of that last
hairpin turn is the location of the Grace well. The switchbacks
recuired is where the extra distance comes in.

Q Is that the road that is shown on the exhibit that

was presented by Mr. McIntvre?
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That is the road 1 believe Mr. McIntyre intended to
show, but it does not follow.
o It does not follow the lines?
A It is not the correct lines.

Q Now, you testified that a considerable part of the

problem in drilling wells in this area consists of having to

drill through the aggregate at these higher elevations.

A That's correct, although it is not an aggregate. Tt

is weathered, fractured cavernous limestone.
- 0 Now, the Skelly Federal Well No. 1 is located

immediately to the east of the proposed Grace location?

A Yes, sir.
o Q It is actually within 200, or 300, or 400 feet higher?
" 2 Yes, it is.

0 And there is only about 200 or 300 feet difference
. tetween the Grace location and your proposed location, isn't
that correct, referring acain to vour Exhibit Number 22
A | I would have to check the exact -- the ground elevation
at the Skelly Federal is 4,139, and her elevation is 4,101, as

reported to the U.S.G.S. on her application to drill, which

makes a difference of 38 feet.

ME, XKELLAEIN: That is all I have.




CROSS EXAMINATION

BY_MR. NUTTER: f

C Mr. Henrv, I don't want toc get into the details of
why we have a difference in estimated costs on a number of these ]
items, but I wonder if you counld explain to me what you mean by
$20,000 for sales line and surface equipment, when Mr. Butler,
on his estimate, had $8,200 for a total tank kattery? V¥hat is
this $20,000, first of all?

A The 520,000 includes an indirect heater complete with
choke for heating the gas as it comes through the choke at the

well head. We had to lay a line to the gas sales point in

Section 5. The best contract we could neqotiate was for a

deliverv point at or verv near the Fasken Shell Federal WVell.

0 As I recall some months ago, this Commission approcved
an installation for David Fasken which would have been located
down there at vour sales point.

A That's correct. This is the cost of the piveline,
the heaters. the separators, the storage facilities at that

peint.

] . T dor't recall the details of that commingling, but
did we reaquire an individual heater treatment for each of the
wells?

n viell, vou didn't require it, but it jis rhvsically
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recuired hecause the gas freezes as it passes throuah the choke.

The heaters are at the well head.

0 You lLave heated steam flowina down to the gas point?

2 That steam pipe is insulated and buried, and wvhere it
goes over the face of the cliff on the escarpment, down to there
it is rapid and inéulated.

0 Now, I presume that that location in Section 8 that

you have in mind, it is closer to the Shell Federal than the

Skellv Federal is, so vou protably take production from it down
to that sales point, too, wvouldn't vou?
A That remains to be negotiated. I am not familiar with
any gas contracts that Mrs. Grace mav have entered into, if any.
Q I am talking about your proposed location, if vyou

drill the well here.

A Oh, vyes.
0 You would take vour production down there?
A We anticipate that it would be down there. Now, we

obtained some economics overall by doing these three wells on a
turnkey bid from a pipeline contractor, and at this point we
would have only the one well bid, and would have the move-in
move-cut cost attributed here, which would make it slichtly
higher than the actual cost on the cother ttrree wells,

O “hat do vou have down there, as far as the condensate
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is concerned, when vou have bhrought these three wet streams
down to the sales point in Section 5, then what do you have?

A Each stream aoes through an individual separator. The
gas, the dry cas off these separators is run through a gas :
meter, individually meterinc these streams. The cas passes
on to a dehydrator, and to our master meter. That meters all
comminaled streams.

0 Fach one of these streams has a dehydraior on it?

n No, each of these ctreams after it is metered, aoes
into the common stream that passes through the dehvdrator.

O So what yvouv have done for each well, vou have a
heater at the well, vou have a line coming from the well, you
have a separator and a meter?

A Yes, sir.

Q And then vour separator meters the fluid, and it is

commingled in a common tank, isn't it?
A Yes, that's right.
0O And the cost here of $2(,000 would be for the heater,

the line, the separator, ard the meter®

a And its portion of a dehvdrator, bhecause the dehvdrator
would require -- we are at the capacitv of the dehvdrator there
now.

0O vou would have to rerlace it with a hicger dehvdrator?




A Yes, or an individual dehvdrator.

0 Does that come to $2C,000?
A Yes, I took the actual irvoices for this equipment
on the other three wells, and this is one third of that amount.
¢ Now, Mr. Henry, vyour estimated cost of $8,200 for
a tank battery, von had in mind a single inscstallation for one
well, I presume?
A Yes, and no sales line. We are not into any contract,
so it was strictly for the heater, separator, and tank battery,

and no money was put in there to build a line to the sales

point.
Q You are assuming that the sales line would ccme to
you?
A Yes. This was a point that would have to be negotiated.

That is our basic difference in the AFE, and the total cost.

0 Then I don't want to get into some of these other
differences. I think some of them have been explained. What
are vou proposing for a water source, Mr. Henry?

A I would propose that the water be furnished ry the
drilltina contractor.

C and under vour $9.10 a foot contract, would he assume
water in that?

A I would assume he would, put +#hat is somethinag that




would have to be neagotiated.

MR. NUTTER: Are there anry other questions of Mr.
Henry? You may be excused.

Mr. Brooks, I would like to ask you one more question,
As far as the contracts that you are anticipating that you will
receive from Marathon and Shell, will it make any difference
as far as Fasken receiving these contracts or operating under
these contracts, whether he is the operator of the well on
the farmout or not?

MR. BROOKS: That matter hasn't been discussed with
either Marathon or Shell, but I would assume not from the
general tenor of our conversations. Insofar as they have been
prepared, they assume Fasken would be.

MR. NUTTER: If the Commission designates Mrs. Grace

as the operator, vou think Fasken's contracts would still be

good?

MR, BROOKS: I would think so.

MR. NUTTER: Do vou gentlemen want to make closina
statements?

MR. KELLAHIN: I wanted to recall Mr. MciIntyre for
one more statement.

MR, NUTTER: All right.
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NORBERT McINTYPE
recalled as a witress bv the Applicant Corinne Grace, having
been previously sworn upon his ocath, was examined and testified

as follows:

DIRECT EXAMINATICN

BY MR. KELLAHIN:

[e) Mr. McIntvre, vou testified as to the well location
that has been proposed by Mrs. Gface, and have you actually
visited this site?

A I have.

o Now, you heard the description given of this site by
Mr. Henry?

A Yes, sir.

¢) And vou heard his testimony to the effect that it
would recuire removal of 14.7 feet from the surface, and a
fill of some 75 feel in an arrove to aqive access to it.

A Mv visit to that location was, as I vreviously stated,
in a 1967 Buick Wildcat automobile and, of course, we did not
run a cross-section across the location. We had no ecuipment
to do so with us. PBut my experience in staking locations,
which is not the areatest in the worlild, but in cstimatina what
the cost would be for that location, T would say that prolably

$6,000 is excessive.
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Q Now, you heard Mr. Henrv testify as to the road
which ygives access to this well location. Are you in ayreawent

with what he stated about that road?

y-} wWell, not to the extent that we have halrpin turns,
and we would not be faced with two hairpin turns, because the
location is rather north at the point that the road turns to
go up on the hill,

Q Is the roadway a rough roadéd?

A wWell, not as rouygh as uoing into Cato, or Chaveroso,

or some of the other fields, It is a good ~aliche road. I

think thevy did a very good job on it.

Q Would you feel that the concdition of that road and
the matter of access tn the well site would cause any increase
in cost of the Grace move-in and move-out costs, or water
hauling?

4 Not excessi ely. That would dapand -~ if vou had a
rig within a mile of the location, I would say your costs would
orobably be not excesgive, the diffevence in cost. They would
have o g2 a little bit further from the blacktop to gyet to
the Grace location, but nverall, I wouldn't think this would
e a point to he worrioed about.

MR, KELLAHTN; hav i all I bave,




NUTTIR: 2ny other questions of Mr, McIntvre?
MR, MORRTS: No, sir.
MR, NUTTER: VYou may be excused.
MPR. KELLAHIM: If the Examiner please, I feel that

since Mrs. Grace filed the first application and proceeded with

the présentation of her testimony first, we are more or less

in the poisition of being the applicant faced by an opponent

on the other side, rather than having two distinect applications,

although on the face of it we do. For that reason, 1 feel we
should have the right to close.

MR. NUTTER: %What we can do if we can't settle it any
other wav, we can call for opening and closing statements in
each case.

MR, MORRIS: I have no ohjection to going first and
being brief, Mr. Examiner.

May I ask that the telegram be read into evidence?

MR, NUTTFR: We will rcad the telegram, This is a
telegram addressed to the New Mexico 0il Conservation Commission
from Houston, Texas, reading: "New Mexico 0il Conservation
Commission Cases 4017 and 4043, compulsorv pooling, Section 8,
Township 21 South, PRange 24 Fast, Fddy Ccuntv, Mevw Mexico.

Marathon 0il Companv has committed itself to farmout to David

Fasken, the Morrow Pormatior in and uondar the southwest quarter
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of Section 8, Township 21 South, Range 24 Fast, Fddv County,

New Mexico, for the drillina of a Morrow test well in said
Section 8. Pursuant to said committment, Marathon has caused
to be forwarded to the U.5.G.f., a designation of operator,
designating David Fasken as operator of Marathon's U.S. Lease
NM-022534-A, insofar as same covers the Morrow Formation in

and under the southwest gquarter of Section 8. Upon communitiza-
tion of such section, Marathon strongly recommends that the
Commission designate David Fasken as operator.”

"Marathon 0il Comvany, by Yarren B. Leach, Pivision
Attorney."”

MR. MORRIS: Mr. Examiner, the point that speaks
loudest in these cases for designation of Mr. Fasken as operator
is the fact that he has the committment of both Marathon and
Shell to form out their acreage, and thereby will be the
operator of three-fourths of the acreage in this unit. As oper-
ator of three-fourths of the acreane in this unit, Mr. Fasken
will 2lso be bearing three-fourths of the costs incurred in
the drilling of a well, no matter where it is located.

Certainly it requires very little aragument, that whoever is
Bearinag three~fourths of the cost of the well and is in a
position to he the operator of the well, and wants to he

operator of the well, should be desianated as the operator of

el E i L il e



the well.

I don't think it requires any argument to show that
Mr. Fasken through Mr. Brooks and Mr. Henry, and their organi-
zations, not only is able to he the operator of this well, but

has a verv distinct advantage in being an operator of this

well since thev drilled and completed the five other wells in

this area, and are thoroughly familiar with the drillinc and

completion problems in the Morrow Formation in this very area.

As Mr., Henry testified, geologically there is not

much difference in the two locations. However, there is a
difference in them insofar as some of the risks involved in
drilling the well are concerned, and insofar as the cost of
drilling the well is concerned. Botbh as a matter of cost and
of risk, and as being the operator of the well, if Mr. Fasken
is designated the operator of the well, he should have the

right to drill the well in the northeast quarter of the section

at the proposed point. I don't believe that there is much
dispute over the cost of supervision, although I would note that
Mrs. Grace proposes $200 and we propeose $100. The risk, as
teatified to bv Mr. Henvrv, should be at least 40 ner cent.

We respectfully submit that Mr. Fasken's avpplication
should be approved both as tn desiagnatina him as the operator,

and as to giving him the right to drill the well in the northeast

|




cuarter of this section at his proposed location.
MR. KFLLAHIN: If the Examiner please, I think we

really are to the point of the two aoplications, which is

simply who is goina to be designated as the operator of the

well. I think both parties agree that there should be a pocl
and the well should be drilled. There is a difference as to
the location, and there is a difference, a very distinct
difference in feeling as to who should be the operator.

llow, we were talkina, for example, about ecquities

crying out for one person to be designated. If we are getting

into that field, I think the eqguities would lie in Mrs. Crace's
favor. She has had a lease on this tract in her own name,
which she purchased from the United States Government in 1963,
Since that time, as she has testified, she has made consistent
efforts‘to get a farmout aagreement from both Shell and Marathon,
who were the record owners of the lease. Being unable to do so,
this continued from 1963 until 1965, she continued with thesc
efforts. And then when it finaliy arrived to the point where a
well should be drilled, she again contacted Shell and Marathon
in December, in November and December of 1963 in an effort to

aet something done, and heing unable to do so, she filed an

arplication for compulsorv poolina.

Tt wa=z orlv in the early vart of December, 1968, that
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she learned that Mr. Fasken was attempting to get a farmout from
Shell and Marathon. He had no farmout at that date, although
Mrs. Grace, as I understand it, was told that Shell was working
with him and would probably arant a farmout, at which time she
called Mr. Fasken's representative in Midland, and had some
discussion with him. He made no proposal to her, as to pooling
the acreage or farming out, or taking any other action, either
because they didn't own it at that time or because they didn't
want to make a proposal to Mrs. Grace. No proposal was made to
Mrs. Grace by Mr. Fasken's interest until after the hearing set
for January 8th. Following that hearina, by several days,
Fasken proposed to enter into a pooling aqreement on a printed
form which contairs many blanks, and there was no proposal made
as to what information or figures would be filled in these
particular blanks.

Now, Mrs. Grace has commited herself to drill the well.
T don't think there is any question as to her ability to drill
the well. She drilled other wells in New Mexico, and while she
is not an operator of numerous wells, she certainly hopes to be,
and the only way she can be is to drill the acreage which she
now holds, which she stated she wants to do. She has a ccmpetent

staff to handle this drillina operation. She is in no different

position on that score than Mr., Fasken, whc also makes use of
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consultants, Whether they are full time consultants operating
in several states or parttime consultants operating in one
state, I don't think is material.

I think the main factor we have to consider here is,
is Mrs. Grace qualified as an operator of this well, and she
has a competent group to work with in handling the operation
of the well, the drilling and the operation, by experienced

people.

As tc¢ the argument that Mr. Fasken will control three-
fourths of the acreage, I would like to point out that when
Mrs. Grace started this enterprise, Mr. Fasken was not even in
the picture. Shell owned a half-section and Marathon owned a
quarter, and nobodv was able to reach any agreement. And
Mrs. Grace, in the belief that Shell owned the acreage and
Marathon owned the acreage, and which they did at the time,
produced a forced pcol action. The witnesses had already
testified that coven to that dav an operating agreement has not
been received. Ve have been unable to get one. We don’t
question Mr. Fasken's right to be in herxre at this time, but
when you are talkina about one-fourth as against three-fourths,
we have to keep these things in mind. Nothina was done by aiy
of these people until after action was taken by Mrs. Grace. She

was first. She decided a well should he drilled, and she went
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in there to get a well drilled, and it was not until that had
occurred that anybody showed the slightest interest in drilling

the well,

T D R

As to the operating costs, I think Mr. Morris stated
that Mrs. Grace showed a cost of $200 for operation and super-

vision, and Mr. Fasken $106. I would like to point out it is
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my understanding of the $100 stated bv Mr. Fasken's witness

was for overhead, whereas that for Mrs. Grace included overhead
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and a charge for the pumper, and the entire operation of the
unit.

As to the well costs, I think on the basis of the
questions you asked Mr. Butler, we are in substantial agreement
as to the possibility of well costs here, and there is not
any great difference in our estimates, and certainly they are
about as close on both sides as either side can make them. :

On this basis, we submit that Mrs. Grace having taken
the initiative here, and being fully qualified and perfectly
willing to drill and operate this well, she should be designated
as the operator on the basis of the testimony that has been
offered. Wo also feel that while Mr. Henry discounts the risk
in this area, certainly on the basis of experience, which is
well-known to this Commigsion, there are risks in drillinag

Morrow gas wells, risks which are auite serious, and justify a
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substantial risk factor to be assianed to any operator as
against a non-contributing owner. Thank you, sir.

MR. NUTTER: Thank vou. I think I interpreted the
direct testimony on those well costs as being for the $200 that
Mrs. Grace's people estimate, that the $200 would include $100
for administrative costs and $100 for what we normally would
just write into the order as being direct charges.

MR. KELLAHIN: That's correct.

MR. NUTTER: Do you have any rebuttal remarks to make,
Mr. Morris?

MR, MORRIS: No, sir.

MR. NUTTER: Does anvone have anything further in
Case 4017 or Case 4043? We will take the cases under advise-

ment, and the hearinug is adiouirad.
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MR, NUTTFR: The first case this afternoon will be
Case 4017.

MR, HATCH: Case 47217, Application of Corinne Grace
for compulscrv pooling, ¥ddy County, ew Mexico.

ME., KELLAHIN: If the Examiner please, Jason Xellahin

of Kellahin & Fox, appearing for the applicant.

MR, NUTTER: I wculd like to call for other appearances

at this time.

MR, MORRIS: WMr, Examiner, I am Richard Morris, of
Montgomery, Pederici, Andrews, Hannahs & Morris, Santa Fe, New
Mexicn, appearing on behalf of Davié Faskin,

MR, RELLAYIN: If the Examiner please, as you recall
this morning, 1 asked that this case be put over to the end of
the docket for the reason that Mr, and Mrs. Grace and their
geclogist, Mr, McIntyre, hid not arrived in Santa Fe. They
arrived just shortly before noon, and I find that Mr, McIntyre
has been ill1 for Lo past week or so, and has not been able to
give any tire to the prevaration of this case. I also understand
that Mrs. Grace has been iill, and for that reason I would like to
ask that this case he continued to the first Examiner Vearing in
February.

MR, RUTTER: Mr, 'orrig?

MR, MORRIS: My, Tixaninny, ordinarily, of course,




realize the Commission would look with favor on most applications
for a continuance, and ordinarily I would not be in a position

to oppose such a motion, However, in this case, I would like to
ask the Examiner to note that the application of Mrs. Grace has
heen on file here since the 16th of December, and this has been
adequate time, I would assume, to prepare whatever would need to
be prepared to present at this hearing today.

Mr, Faskin's firm of engineering consultants is
represented here tocday by ¥r, James Henry. We are prepared to
go ahead and present the evidence that we have prepared with
respect to this case, and we would be greatly inconvernienced if
the case does not go on as advertisged.

In this regard, I would like at this time tc bring to
the Commission’s attention that prior to the hearing it had been
understood between myself and Mr, Kellahin, and I would ask that
ke so stipulate at this time, that the zcope of this hearing is
sufficient to place before the Commission for determination the
question of who should he the operation of this section, whether
it be Mrs. Grace or Mr. Paskin, and whether the unit well should
be drilled in the southeast quarter or the northeast quarter of
the section.

Just by further statement at this time, I would like to

say that our evidence thah wa will presepi in this case will show




that there is reallv not much difference qeclnaically whether
the well be drilled in the southeast quarter or the northeaat
quarter, The thing that we are most concerned with on hehalf of
Mr. Faskin {s for various reasons that we would show to the
Examiner that Mr. Faskin be demiqnated as the operator, and I
have mentioned that at this time just to apprise the Examiner
that we are not here to make a fight today on the geolcgy of the
location with respect to this well, aﬁd, therefcre, I do not see
where it would be of particular importance whether there is a
whole lot of geclogic testimony pertinent to this application.

MR. NUTTER: Mr, Morris, I would like to find out the
position of Corinne Grace, and also Mr. Faskin on several points.
I want to know wheie we are in agreement anéd where we are in
disagreement,

Mr. Kellahin, Corinne Grace wants to see a well
drilled?

MR, RELLAHIN: That is correct.

MR, NUTTER: My, Morris, Mr. Faskin is interested in
the same thing?

¥R, MORRIS: That is correct.

MR, NUTTER: Are vou both interesgsted in seeinag the

entire Section 8 pooled, or unitized, or communitized, or

conaolidatad?




5

MR. KELLAHIN: That 1s what we are asking for, of

course,

MR, NUTTER: And you have made the application for
that. And Mr. Faskin, likewlse, would like to see the acreage
consolidated?

MR, MORRIS: Correct.

MR, NUTTER: Mr. Kellahin, is vour client adamant

upon this location for the well?

MR, KELLAHIN: Yes. We would prefer to drili in the
southeaat quarter.

MR, NUTTER: Ang@, Mr., Morris, your client's position
in this matter?

MR, MORRIS: My client's position in this matter is
that we would prefer that the well bs drilled in the northeast
quarter. It would be satisfactory with us if it 1is drilied in
the southeast gquarter, too, but the point that we are most
adamant on is that ¥Mr. Faskin be designated the operator, in
view of the fact chat he owns the operating rights on 480 acrsas
out of the 640 acre section.

MR, NUTTER: All by the southeast quarter?

MR. MORRIS: That is corresct,

MR, NUTTER: S0 we geat o this poini as to who is

going to drill thae well, and who s oing to ve thue oparator?




MR, KELLAIHIN: That is the main point. Mr. Morris

asked for a stipulation, but I think it i{s quite unnecessary
because the statute says that the Commission will designate an
operator, and I don't think it has any--on the basis of what
has been said about well location, I don't believe the stipula-
tion is necessary there, either. I think it is within the
jurisdiction of the Commission to consider these things without
any stipulation.

MR. NUTTER: How much opportunity has there been for
the parties here to discuss this matter between themselves? Rave
they had much chance to do that?

MR. KELLAHIN: No, they haven't. It is my understanding
they were able to pick up Mr. McIntyre this morning, although
they talked to him, I believe, by phone, vesterday. Mr. McIntyre
does consulting work for them, but he i3 not azlways availahle for
their work, he aoes other work, too, so it is not as though he
was their exclusive emplovee.

MR, MORRIS: What was yvour question, Mr. MNutter?

MR, NUTTER: I wondered if Corinne Grace et al and
David Faskin and his interests have discussed the matter between
themselves?

MR, KELLAHIN: No.

MR, MORRIS: Yas, we hava.




MR, KELLAHIN: ¢You have discussed it with his

Y didn’t know that,

attorney?

MR, MORRIS: I would like to make a statement in this

regard, that Mr. Richard Brooks is an attorney in Midland, Texas.

He is My, Faskin's general attorney and general manager of his

affairs in the Permian Basin area. It is my understanding that
Mr, Brooks and Mrs, Grace previously have discussed the question
of comunitizing or acquiring interests in this area, and that
there is a state of disagreement between them.

MR. NUTTER: I see. That is what I wanted, if there
was any opportunity here to get together on that point, if an
effort has heen made, and if there is a general state of
disagreement.

MR. KELLAHYN: T think the effort was made. Could I
have a ruvling on my motion for a continuance?

MR. NUTTER: What was your point, Mr, Morris, that you
wanted a stipulation on? You would agree to stinulate to what?

MR, MORRIS: MHr, Nutter, a stipulation may be unneces-
sary. However, I have discussed this previously with the
Commission, and with Mr, Xellahin, that T wanted it understcod
that the score of the hearing wag bhroad enough to consider, mumber

1, the desicration of Mr. Faskin as an overator, 1f that

datermiaation should he made hv $he Camiigsion. And, npumhec 2,




that the well, that a location for the unit well could be in

the northeast quarter of the section. In other words, that the

matter is before the Comniission to determine the question of who

will be the operator and where the well will be.
MR. NUTTER: And that is the point that you are
offering to stipulate to at this time?

MR, MORRIS: Yes. Now, as I understand what

Mr. Kellahin has said, he thinks that the statute is sufficiently ;
broad that no stipulation is necessary, and in any event he
offers no objection with respect to these matters.

MR, NUTTER: So you wouldn't stipulate to that? You
think {t is unnecessary?

MR, KELLAHIN: I think it is unnecessary.

MR, NUTTER: So the only thing standing before us now
is your matter of a continuance?

MR. XELLAHIN: Yes.

MR, MUTTELR: And you are obiecting to that?

MR, MORRIS: Yes.

MR, MUTTER: We wili take a ten minute recess,

(Thereupon, a short recess was taken.)

MR, NUITER: The hearinag will come to order, please.

Mr. Kellahin, your motion was for a continuance to what

datesy




MR. KELLAHIN: Tha €irst hearing in February.

MR, NUTTER: Case No. 4017 will be continued to the
first hearing in February, which will be at nine o'clock A.M.
at this same place, on February Sth. In the meantime, the
Commission earnestly solicits that the principals invoived in
this case make every effort to get together on this matter.

The principal points, we think, are solved, that is that both

Ll R e

partles want the well drilled, both parties seek the acreage
poocled, the location is not of serious consequence, and we feel
that the operators should be able to decide between themselves
who should operate the well.

But the case will be continuved to February 5. The

hearing is adjourned.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATZ OF NEW MEXICC

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMSERVATION
COMMISSION OF NEW MEXICO FOR

. THE PURPOSE OF CONSIDERING:

CASES NOS. 4017 AND 4AC43
Order NO. R-3713

- CONSOLIDATED CASES:

APPLICATION OF CORINNE GRACE FOR
' CCMPULSORY POOLING, EDDY COUNTY,
. NEW MEXICO;

APPLICATION OF DAV1ID FASKEN FJR
- COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER_OF THE COMMISSION

BY THE COMMISSION:

Thig cause came on for hearing at 9 a.m. on February 5, -
at Santa Fe, MNew Mexico, before Examiner Daniel S. Nutter.

s

ch

2
-

NGW, on this_25th  day of Harch, 1969, the Commission, a
quorum being present, having considered the testimony, ths record,
and the recommendations of the Examiner, and being fully adviensd
in the prewisas,

FINDS:

(1)} That due oublic notics having 596N Given as vouw ol oy
tayw, tha Cowmmission nse jucisdiooron or this cavse apd Lhee sl aok

BU TS AR AE S TN AT O

(2} “ant Corinns Gracy Fijed an sphlication with the Cowmiiu-
sion Decamboer Lo, 2200, seer ing an older bouvrnng 2ali oiney sl
initorestys tn o Lho Moroon focwation anderlyino bBeciyon O, Posasai
DoLomin, Rargs 25 Baet, MHMVM, Novth Indian Hiblo-Moreoow cag
ceol, Budy Cluncy, Mew Heynao.

(3) ‘wrat the adorssoid matter oane on {00 Boay o g oon
Januacy i, 17757, and was continooed, ol Lthe reauosov o) Bpe s or

233 apulicant, Lo Februvary 5, 3969,
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CASES NOS. 4017 AND 4043
Order No. R-3713

(4) That David Fasien filed an application with the Commis-
. sion January 10, 19¢9, seeiing an order pooling all mineral
. interests in the Morrow formation underlying said Section 8.

{5) That Corinne Grace has the right to drill and proposes
to drill a well 1650 feet from the South line and 175C feet from
the Bast line of said Section 8.

(¢) That David Fagien hagr the right to drill and proguses
to édrill a well 1980 feet from the North line and 2105 feat irom
the Rast line of said Section 8.

(7) That both applicants see!: to be designated as the
operator of the unit to be pooled.

{(8) That the aforesaicd applicants have not agreed to pool
their interests.

(9) That to avoid the drilling of unnecessary wells, to
protect correlative rights, to prevent waste, and to afford to
the owner of each interest in said unit the opportunity to
recuver or receive without unnecessary expense his just and
fair share of the gas in sald tool, all mineral interests,
whatever they may be, in the Morrow formation underlying e=aid
Section B8 should be poolied to form a od4l0-acre unit, that the
well for said unit should be drilled at the proposed location
1650 feet from the South line and 1750 fszet from the EBast line
of said Section 2, and that Corinne Grace ghould e designated
the operator of the subiject weli and unit.

(10) That any non-consenting working interest cwony should
the opportunity to ray his shava of ostiwvaned Jell

be afftoucded th P
sEor dn lisn of naving hig gnare of roasd

~
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BN (AT ANy aCl=-TOLE20r NG W ag Anvarend Genell wnay

Gosn not say his ghare of eolieated woll costs shootd

held foo production s x»hayxe ol the geasonabio well
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an additional 30% thoveoin as A r=2escadble chsrge For Sha riys
invoived dn thoe aoi)lidng on Yhw wall,

(12) That any non-consenting interast owner gnonld b2
Aivorded (he opportuanity to objact to the ncotunl wall rosiy
hut that sa:d actual well costa should be adovted s Luao
reasonatle wall costy in the absgence of such o¢hisction.
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CASES NOS. 4Cl7 AND 4043
Order No. R~3713

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

{(14) That $100.00 per mopth shoulid be fixed as a reasonable
charge for supervision for the subject weil; that the operator
should be authorized to withhold from producticon the proportionata
share of such supervieion charge attributable %¢ each non-consenting
wor! ing interest, and in addition thereto, the operator should be
authorized to withhold from production the proportionate share of
actual expenditures required for operating the subject well, not
in excess of what are reasonable, attributakle to each non~
congenting working interest.

(15) That all! proceeds from production from the subject
wel] which are not disbursed for any reason should be placed in
escruow to bte paid to the true owner thereof upon demzinl ana proof
of ownership.

IT IS THEREFORE ORDEREL:

{1} That all mineral interests, whatever they may be, in the
Morrow formation underlying Section &, Townahip 21 South, Range 24
Bast, NMPM, North Indian Hills-Morrow Gas Pool, Eddy County, New
Mexico, are hereby pooled to form a iL40-acre yas proration unit
Lo pe dedicaisa Lo 4 woll +n he drilled 1050 feet irom the South
lins and 1750 feat fren the Bast line of said Ssction 5.

(2} That Corians Srace 15 haceny cesignated he oporator
of Cher subject welloand antit,

{3) That the operatos shall farnles shs Comminsion and ohwn
oot woraing intercsl owner in the sobLjoot undls an Ltesognd
sohadute oo esvimatos well costs withio 30 days ooliowiogr ond
dmie Gl L0 s el

{4) hat within 30 Gays cros Lo i Lha arpias s G0

astimated well coste is furnished to huw, any vun=conzeniing
vwrbing Lntorest owner shall hawve the ~ight Lo pay fiig sahavd
C wsitimated well cousits Lo the opfrvaiio. ©oad
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CASES MOS. 4Cl7 AND 4043
Order No. R-3713

such owner who pays his share of estimated well costs as provided
above shall remain liable for operating costs but shall not be
liable for risk charges.

(5) That the operator ghall furnish the Commission and each
known working interest owner in the subject unit an itemi=zed
schedule of actuai well costs within 30 days following completion
of the well; that if no objection to the actual well coste is
received by the Commission, and the Commission has not objected
within 6C days following completion of the wall, the actual well
costs shall be the reasonable well coste; provided however, that

. 1f there ig an objection to actual well costs within said 60-day
period, the Commission will determine reascnable well costs after
public notice and hearing.

(6) That within 30 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share of the amount that
reasonable well costa exceed estimated well costs and shall
receive from the operator his pro rata ahare of the amount that
et imated well costs excasd reascnable wesll costs.

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

{A} The pro rata shave of reascnable well costs
attributable to each non-consenting working
interest owner who has not raid hia share ot
estimated well costs within 3C days from the
date the schedule of eztimated well costs ig
furnighed to nim.

(3} ap a chawvos Fox che yisk ipvoload v foe b0
ing of the well, 3G& of the pPro ratd snace
of reasonable well ¢osts attributabls to @ach
non-conseniing worsing interest owner who has
ot paid iz share of sstimated well costs
within 30 daye iven the date the achsdule of
cetimarned wall costs 1w turnished to nin.

{(3) dhav the operator shall distribute said costs and
chuarqges withheld frowm produciion Lo the parcics wno advanczo

T O
Lites We Li OUGETE.
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CASES NOS. 4017 AND 4043
Order No. R«13713

(3) That $100.00 per month is hereby fixed ss a reasonable
- charge for supervisicn for the subject well; that the operator
- is hereby authorixed to withhold from production the proportionate
. share of such supervision charge attributable to each non-consenting
worxing interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionate share of
actual expenditures required for operating the asubject well, not
in excess of what are reasonable, attributable to each non-
consenting working interest.

(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8) working interest znd a one eighth (1/8) roy-
alty 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 irom the working intereats’
share of production, and no coste or charges shall be withheld
from production attributable to royalty interests,

(12) That all proceeds from production from the subject well
which are not disbursed for any reason shall be placed in 23crow
in Eddy County, New Mexico, to be paid to the true owner thereci
upon demand and proof of ownership; that ihe operator shall notify
tha Commission of the name and address ¢f zaid escrow agent within
S0 days from the cdate of this order.

{13) That 3jurisdiction of this cause is retained tor the
entry of =uch further orders as the Commissicn way dee¢ necessary.

DGNE at Santa Fe, lUew Mexice, »n the day 2nd ysar hiersinabove
desg lgnated.

STATE OF NEW MEXICO
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BEFORE THE OIL CCONSERVATION COMMISSION
QF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLFD BY THE CIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CCHNSIDERING:

CASES NOS. 4017 AND 4043
Ordexr No. R-~-3713-A

CONSOLIDATED CASES:

APPLICATION OF CORINNE GRACI FOR
COMPULSORY POOLING, EDDY COWNTY,
NEW MEXICG;

APPLICATION OF DAVID PASKEN FOR
COMPULSORY POOLING, EDDY COUNTY,
NEw MEXICO.

ORDER OF THF COMMISSION

BY THE COMMISSION:

This cause came on for hearing de novo at 9 a.m. on July 16,
1969, at Santa Fe, New Mexicco, before the Oil Conservation Coamis-.
sion of New Mexico, hereinafter referred toc as the 'Comzizxsion,”

NOW, on this__17th  gday of July, 1969, the Commission, a
quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premisges,

FINDS:

£1) That due publiic notice having besn given as ceguicred by

-~ P 1 P RIS S PR R PR T e . st R sy g

law, the Qommisslion nas juriszdiction of Lhis oouue cod (g ouljooh
watiley hhneroond,

{2} That the applicant for tne hearinge de nove ita Casos

E 4 - - 1 e s Cyers oyt e e e ey aa T S .
Has, 4CL7 and 4043, Dovid Faskern, nas ).c,'x_\q'.,:."w.ed that oald 4.!!_,:,-:1.1..'»(,?«;}“
Livns L ocamiered.

(3 fhet the applisanc's wotuass o8 ancalss Lae amooliaboions

for hearinygs de noveo should be Giantel,

(1} Coal o withiin 20 dayys oo Jhe wnan ofd Los a2, any
non-congPating Worxing intercst owacr in the oonleo uroi comoris-
3 Pownisniinc 2 South, Rance 24 Tast, NMPM,

Ty il oY Scetion
dortn Indian Hills-Morrow Gas Pool, nesd oo fouadis r Sl a-Moroon
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CASES NOS. 4017 AND 4043
Oorder No., R-3713-A

Gas Pool, Eddy County, New Mexico, should have the right to pay
his share of estimated well costs to the operator of said unit
in lieu of paying his share of reasonable vwell costs out of
production, and that any such owner who pays his share of esti-
sated well costs as provided adove shall remain liable for
operating costs but shall not be liable for risk charges.

(5) Tust in all other respects Order No. R-3713, issued by
the Cemmission on March 25, 1569, sheculd be fully approved,

vatified, and confirmed,

I? I8 THEREFORE ORDERED:

(1) That the applications of David FPasken for hearings
de novo in Cases Nos. 4017 and 4043 are hereby dismissed.

(2) That within 20 days from the date of this order, any
non-¢consenting working interest owner in the pooled unit compris-
ing all of Section B, Township 21 South, Range 24 Fast, NMPM,
North Indian Hills-Morrow Gas Pool, now the Indian Basin-Morrow
Gas TPool, Eddy County, New Mexicc, shall have the right to pay
his share of estinmated well coats to the operator of said unit
in lieu of payinc his share of reasonable well costs out of
production, and that any such owner who pays his share of esti-
mated well costs as providead accove shall reamain liacle for
operating <os2ts but shall aot ke liable for risk charges,

{3) <That subject to Order {2) aiove, Order No. R-3713,
isgued by the Cormigsion on March 25, 1989, is hereky fully

approved, ratified, and confirmed,

(1) That jurisdictioa of this cause 1s reotained for the
wntry of such further ovders 2¢ the Commnlssion may deom nacassary.

S mem o s o~ . — “ . . s - - ) . ~
PRI, T Wi TITLCR DO Sirw EMAILTO g el U Tt 1&1{'\“ VLIS T, L 2 rilanvove

""I‘\A O OF NEW Ml iCU
LT CONSERVARION COMMISE LO9
Fat k4 )
o RNEAN Y
Yo ST, Ui




= T g = C 2

KEMP & PRUD'HOMME
ATTORNEYS AT LAW
P.O. Box 832
422 PIRAY.BROOKS BLDG.

AUSTIN, TEXAS 78767
WILLIAM F. KEMP v

GILBERT PRUD HOMME
GREENWQOD 8.6118

June 22, 1972

The Natural Gas Piveline Cormpany
of America
Amarillo, Texas

Section B, T-21 South,
R-24 rast rddy County,
New Mexico

Indian Hills #1

Corinne and Michael Grace

Gentlemen:

I represent Mr. Harold Scherz who owns an overriding
royalty interest in a well on captioned propertv in nddy
County, New Mexico. We understand that you are taking
from this well or from a gas unit formed involving this
well. We have attempted to obtain some information fronm
the operators, Corinne and Michael Grace, beainning in
December of 1971 and continuinc to date.

At this time, we put you on notice of a claim and
interest of Harold Scherz in and to production taken angd
derived from the subject well. We are unable to obtain any
complaticn or vreducticn information relating to this well
and any assistance vou may supply us in this resvect would
pe anpreciated.

In the event

we cannot

this well tnrough voluntary
be necessarv for us to s=aek

Thank vou.

GP < 1m

obtain information recardina
channels it will, of course,
redress at law.

Sincerely,

e,
~u
R
b
t
.
r
.
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June 22, 1972

The Natural Gas Pineline
Company of Anerica

ce: flew Mexico 0i] Conservatisn
Cornission
Legal Division
Santa Fe, New Mexico

Corrine Srace angd

Micheael P. Crace II

Pest Office Box 1412
Carlshad, New Mexico 32220

Mx. Harold Scher:z
Bank of Austin

Austin, Texas
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Michael P Grace 11

Corinne Grace
P O.BOX 1418
CHRLABAD, NEW MEXICO 88220

June 27, 1972

The Natural Gas Pipeline Company
of America

P. 0. Lox 236

Midland, Texas 79701

RE: Section 8, T21S,R2LE
Eddy County, New Mexico
Indian Hills # 1 well
Corime and Michael Grace

Gentlenen:

Ve are in receipt of a copy of a letter which was written to your
Amarillo office by Mr. Gilbert Prud'homme of the firm of Kemp &
Prudthomme, attorneys at law, who are representing Mr. Harold
Scherz.

¥r. Scherz holds a 5% overriding royalty interest in the N.¥W.}
of the above mentioned section on which Suell 0il Company has
a 25% working interest and percentage.

In order to drill this well we had to force pool this entire
section, which consists of 6L0O acres. I am enclosing a copy of

the force pooling order which we obtained from the 0il Conservation
Commission of the State of New Mexico,

Ye pooled all of the mineral interests in the Morrow formation
uncerlying Section 8 arnd according to the pooling order Shell 0i1
Compary, who has 2 - } sections, which are the N.W.} and the N.E.
and Marathon 0il Company, who has the S. Wk, will not receive

anything from thHis well until we have recovered 130% of our well costs.

“e had a very good attorney working on this for us at that time and

I am sure that if he thought we should be paying the 0.R.R.I. and
Percenvage owners he would have advised us of this.

If we nave peen working under ihc wrong ascurption on this mather,
and you deem it necessary, we will be more than happy to get another
legal opinion,

All of the compleilon aind production infermaiien relating to this
well is on filetat the New Mexico 01l & Gas Conservation Com4155¢on

and the Communibization Agreement nas been sent in e the Hosuwell,
llew Mexdco office of the United States Geological Survey.

;ﬂ \
A




Page = 2 =~

If I can be of further assictance to you in this matter please
feel free to call on me. '

Thank you.

.’.—\
/Slnfegely yours,
!
4 ‘ -~
\' (L ral L 17

15uanita L, Jones
Secretary

ce: New Mexico 0il & Gas Conservation
Commission
P. 0. Box 20838
Santz Fe, New Mexico, 87501

¥r. Harold Scherz
Bank of Austin

2501 South Congress
Austin, Texas 78767

Mr. Gilbert Prud'homme
Kemp & Prud 'homme
Attorneys at Law

P. 0. Box 632

Ausbin, Texas 78767

natural Gas Pipeline Company
of America

P. 0. Box 283

Houston, Texas 77001




olL CONMRVAHO:

Santa o { COMM
h BEFORE THE OIL CONSERVATION COMMISSION
i OF THE STATE OF NEW MEXICO

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

CASES NOS. 4017 AND 4043
Order No. R=3713

CONSOLIDATED CASES:

‘APPLICATION OF CORINNE GRACE FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO;

APPLICATION QF. DAVID FASKEN FOR

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER _OF THE_COMMISSION

BY THZ COMMISSION:

This cause came on for hearing at 9 a.m. on February 5, 1989,
at Santa Fo, New Mexico, befora Examiner Daniel S, Nuttar.

KOW, on this__25th day of March, 1969, the Commission, &
guorum bheing present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advisad
in the pronises,

FINDS:

{1) <That due pub
3 =

a
=3

(-

ic notice having baen given as reguirced by
3 sdiction of this causg and the subject

Pl o 2
”Lud, tnue Cowiission urie
SR S £
1:".\.(,\(\,‘..6; Lhoxeot.

!

{(Z) That Corinng Grace filed an application with the Commig-
izion Docember 16, 19068, scering an ordarx pooling all wineral
iLntorestc in the Moxrcw Zormation underlying Gection ¢, Township
{21 South, Range 24 East, XMPM, Noxth Indian Hills-Morrow Gas
llPcol, Zddy Ccunty, Now Hexice,

H (3} That tho aforosald watter came on for hearing on
iJanuacy 8, 1969, and was continucd, at the reguest of the aforo-
'15 id upplicant, to February 5, 1969,

ii
i
J
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i CASES NOS. 4017 AND 4043

Order No. R=3713

{4) That David Fasglkcn filed an application with the Commise—
cion January 10, 1969, sceiing an order pooling all mineral
interests in the Morrow formation underlying said Section 8.

{5) That Coriunne Gracc has the right to drill and proposes
to drill a well 1650 feet from the South line and 1750 fect from
the East line of said Soction 8.

(0) That David Faglen has the right to drill and proposes
to drill a well 1980 fecet from the North line and 2105 feet from
the East line of gaid Scection 8.

(7) That both applicants seek to be designated as the
oparator of the unit to be poolaed.

{3) That the aforesaid applicants have not agreed to pool
their interests.

{9) That to avoid the drilling of unnecessary wells, to
protect correlative rights, to prevent wasta, and to afford to
the owner of cach interest in caid unit the opportunity to
reccover or reccive without unnccessary expense his just and
fair zhare of the gas in said pool, all minaeral interests,
waatever they mey be, in the Morrow formation underlying said
Scction 8 zhould be poolcd to form a 640-acre unit, that the
well for said unit should be drilled at the proprosed location
1650 fcet from the Scuth line and 1750 feet from the East line
of said Section 8, and that Corinne Grace should be designated
the opcrator of the subjoct weoll and unit.

{10) “That any non-consenting working interest cwner should
be afforded the opportunity to pay his share of estimated woll
ccsts to the operator in lieu of paying his share of rcasonable
woll costs out of production.

(11) That any non-conscnting working intorest ownor that
oos niot pay his chare of estimated woll costs should have with-
cld from production his zharo of the rcasonablae well costsc plus

n cdditional 30% thoveof as a rvcasonable charge for the risx
involived in the drilling of the well.,

N

[

(12) waat any non-~conscenting intercest owinex should be
afforded tho copportunity to object to the actual waell costs
sut that said actual well cogta should be adowted as the
reaconable well cousts in the absence of such objection.




| CASES NOS. 4017 AND 4043
Crder No., R=3713

(13) That following dctermination of rcaconable well costs,
any non-consenting working intcrest ownor that has paid his share
of estimated costs gshcoulé pay to thoe operator any amount that
roasonable w@ll costs excead estimated well costs and should
rocceiva from the oparator any amount that paid ostimated well
costs aexceed reasonablo well costs.

{

(14) That $100.00 por month should be fixed as a reasonable
charge for superxvision for tho subjecct well; that the operator
should be authorized to withhold from production the proportionata
lsnhaza of such supcrvision charge attributabla to each non-consenting
'wori.ing interast, and in adéition thereto, the operator should ba
authorized to withhold froa production the proportionate share of
actual oxpeonditures required for operating the subject well, not
in excess of what arc reasonable, attributable to”each non-
consonting working intorxest.

(15) That all procceds from production from the subject
wall which are not disbursed for any rcason should e placed in
escrow ©o de pald te the true owmoer theroof upon demand and proof
of ownoership.

I" IS TEERFFORS ORDEPED: T

{1) That all mincral intercests, whatever they may be, in the
row formation underlying Scction 8, Township 21 South, Range 24
t, MMM, TWorth Indian Bills-Morrow CGasc Pool, Sddy County, Now
loxico, are hereby poolaed to form a 640=-acroe ¢gas proration unit
i £0 bo dedicated to a well to be drilled 1650 feot frxom the South l
jline and 1750 fteot from the East line of gaid Suction &.

j:ct wall 3nd nn1t=
(3) That the oparator shnall furnish the Commission Gno aach |
MOWR working intereat cwnor in the subject unit an ftemize
dule oif estimated wall costs within 30 days following the
¢ o this ordor.

~t

5CH

da

sl
~
{

o

{£) <hot within 30 cayc from the date the schedule of
cotlinuted wulli costs 1s furnished to him, any non~consanting
working intorcst owner snall havo ¢he rigat to pay his sharxo
of cutimated well coocts to the operator in licu of paying his
i shara of rcasonable well conte out of production, and that any

&

H
i
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CASES XOS. 4017 AND 4043
Order No. R=3713 :

such owner who pays his ghare of estimated well costs as provided
above shall remain liable for operating costs but shall not be
liabla for risk charges.

{5) That the operator shall furnish the Commission and each
kaowa working interost owner in the subject anit an itemized ]
schedule of actual well costs within 30 days following completion
of tha well; that if no objection to the actual well costs is
reccived by the Commission, and the Commiszion has not objected

t within 6C days following completion of the well, the actual well

costs shall be the reasonable well costs; providad nhowevar, that
if thcere is an objection to actual well costs within said 60-day
period, the Commission will daetormine reasonable well costs after
public notice and hearing.

(6) That within 30 days following determination of reason=-
abvle well costs, any non-consenting working interest ownoer that
has paid his snarc of cstimated costs in advance as provided above
shall pay to the operator nis pro rata share of the amount that
raaconable well cogts cxcocd estimated well costs and shall
receive from the operator nhlso pro rata share of the amount that
cstimated well costs excaed roasonable well costs.

{7) That the opcrator is hercby authorized to withhold the
following costs and chargec from production:

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
intorost ownes wao nas act pald his choxe of
cstimated wall costs within 30 days from the
cdate tho gchedulo of estimated woll costs is
furninshed to nhinm.

1

(3) As a charge for the risk involvad in the &rill=~
ing of the wcll, 30% of tha pro rata share
of rcasgonable woil costs attributablicoe to oach
non~concenting working interest ownoer who has
not paid his sghare of estimated well costs
within 30 days <rom the date tho schedule 6
cstinmated well costs ic furnished to him.

(8) That tha operator shall distribute said costs and
cnharges withiheld from production to the partiss who advanced

‘the well coats.

i

P s

ORI, AN




{| CASES NOS. 4017 AND 4043
Order No. R=3713

(9) That $100.00 per month ig hoereby fixed as a rceasonable
charge for supervialoa for the subject well: that the operator
1S heraby authorized to withhold from production the proportionate
. charae of such guporvision charge attributable to cach non-consentit
working interast, and in addition thereto, the operctor is heraby
authorized to withhold from production the proportionate share of
actual oxpanditures requirced for operating the subject well, not
in cxcegss of what arc reasonablae, attributalkle to each non-
lconscnting working interast.

(10) That any unsevored mineral interaest shall be considered
a seven-eighths (7/8) working interest and a one eighth {1/8) roy-
alty interest for the purpose of allocating cogts and charges
uncexr thoe torms of this order.

(1Y) That any wecll costs or charges which are to bae paid out
oZ production sghall be withheld only from the working interests’
share of production, and no costs or charges shall be withheid
jfrom production attributable to royalty interasts.

(12} That all procecads freom production from the subject well
wiich arce not disbursed for any rcason shall be placed in escrow
in Eddy County, Ncw Mexico, to be paid to the true owner thereof
iupon demand and proof oi cownership; that tha operator shall notify
thie Commission of the name and address of gaid escrow agent within

. (13) That jurisdiction of this causa is retained for the
lentry of such further orders as the Commission wmay decm necessary.

DONE a2t Santa Fe, Now Moxico, on the day and year heoreinabove
designatad.

hg

|
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I hereby certify under oath that this is a
Preliminary Statement of Well Costs ae are now
know), subject to later revision.

/“z‘;n- \ }4/

orinne utTrace

Subscribed and sworn 0 before me this

&F*a day of O Tolotn , 1870

r&ﬁ%_x_&?_@'_ﬂzw‘j_
otary Publiec

My commission expires:

L pecemdn$, 472




MONTGOMERY, FEDERIC!. ANDREWS, HANEAHS & MORRIS

J. O GETH 4883-1963 AT ORiE v At A A

.
. 3 P R O O ST | e
A. K, MONTGOMERY
“M FESERICE arata e N o B v e s {g it OFF I E HOX 2307
FRANA ANDREWS =3 A COBE 5
FRED C.HANNAHS . e LooE 509
RICHARD S.MORRIS June 27, 14309 a2 TLLEPIONE 982-3876
SUMNER G. BUELL ~

SETH D MONTGOMERY

FRANK ANDREWS IT
./
i -

fy A
New Mexico Q11 Conservation Commisslon 17
State land Office Bullding e 40
Santa Fe,New Mexico 87501 4!6’!.3

ad

Re: New Mexlco 91l Conservatlon Commisslon
Order No. R-3713; Applications of Corine
Grace and David Fasken for Compulsory
Pooling, Eddy County, New Mexico

Gentlemen:

Please be advised thrt Mr., Davld Fasken wishes to
dismioss the application for de novo hearing pre-
viously filed with respcct to the subject order.

Very truly yours,

R8M:F

cey Mr, Jason Kellahin
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Docket No. 4-69

DOCKET: EXAMINER HEARING - WEDNESDAY - FTBRUARZ 5 1969

9 AM. - OIL CONSERVATION COMMISSION COMNf ERLNCE ROOM.
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner,

CASE 4036:

CASE 3975

or Elvis A. Utz, Alternate Examiner:

Application of Mobil 0il Corporation for a dual completion,
Chaves County, Naw Mexico. Applicant, in the above-styled
cause, seeks approval for the dual completion (conventional)

of its C. L, O'Brien Well No. 1 located in Unit A of Section

7 Township 8 South,; Range 30 East., Chaves County, New Mexico,

to produce oil from an undesignated Pennsylvanian oil pool and
the Lightcap (Devonian) Pool through parallel strings of tubing.

(Reopened} :

CASE 4010:

CASE 4037:

In the matter of Case No. 3975 being reopened pursuant to the
provisions of Order No. R-3618, which order established 80-acre
spacing units for the East BRluitt-San Andres Pool, Roosevelt
County, New Mexico, for a period of approximately two months.
All interested parties may appear and presant evidence as to
whether the subiect area is indeed a separate common source of
supply or an extension of the Bluitt-San Andres Gas Pool.

(Continued from December 27, 1968 and January 8. 1969 Examiner
Hearings)

Application of John H. Trigyg for a waterflood project, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to institute a waterflood project by the injection of
water into the Grayburg-San Andras formations through his Empire
"J" Federal Well No. 1 located in Unit P of Section 1, Township
18 South,; Range 26 East, Red Lake Graybu:rg-San Andres Pool,

Eddy County, New M=2X1co.

Application of Anadarko Production Company for several watexr-
floed projects and waterflood buffer zones, Eddy County, New
Mexico. Applicant, 1n the above-styled cause, seeks authority

Lo tusititute sevarsl waterfleood prodects hy the injection of
water into the Grayburg and San Andras formations of the Square
Lake Pocl by the conversion to water injection of its Etz

Federal Well No. 3 and 1ts “rier Well No. 14 locat=ad. respective-
ly, in S=ctions 19 and 20 ol Townsnip 16 Swuin, Rangs 11 Past,
Eddy County. New Mexico. Applicaant. furthers s2cks the designation
of the 8/2 SW/4 of said Saction 19, the N/2 SE/4 of =aid Section
19 =3nd the N/2 SE/4 of said S=2ction 29 i1s witerflond buffer
zones with capacity 1llowables.
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CASE 4038: Applicition of Kennsdy 011 Company fo: 1 wat-rflood projec:t and
waterflood buff»: zone, Eddy County, N2w Mexic¢o. Applicant, in
the above-styled caase; sieks authotity to 1n-titute a water-
flood project by the i1njection of water iatc the Srayburg and
San Andres formations of the Sjua:r- Lik= Fool by the conversion
to water injection of its Cawvpei Pade-ul W:ll No. 2 located in
Unit K of Sec*ion 19, Township 16 Ssuth, Rangs 31 East, Fddy
County, New Mexica. Applicant fuarther seeks the designation of
the N/2 SW/4 of s11d Section 19 as a wat>rflood buffer zone
with capacity allowable.

CASE 4039: The application of the 0il Conservation Commission upon its own
motion for an order grvanting an exception to the ninth paragraph
of Chapter II, Section 2 of Order No. R-333-F to permit shutting
in gas wells for the reguired shut-in test at some period during
the 1969 test s»ascn other than immediately following {he 7-day
deliverabkility flow tast: further teo permit measuring the shut- |
in test pressure during th» 8th to 15th day of shut-in of the well
rather than on the 8th day as presently reguired. The above
exceptions would ke for the 1969 annual deliveravility test
season only and would be applicable fo all wells in San Juan,
Rio Arriba, McKinley and Sandoval Counties, New Mexico. subject
to the testing requirements of Crapter II of Oxds:r NMo. R-333-F,

CASE 4023: (Continued and readvertised from the Jiauaty 15, 1969 Regular
Hearing)

Application of Ernest A. Hanson for salt water disposal, Eddy
County, New Mexico. Applicant, in thas atove-styled cause, seeks
authority to dispos-2 of produced salt water into the Queen forma-
tion in the peufo-ift2d interval from zpproximataly 1724 feet to
1736 feet in his Welch Federal Well No. 2 located 1650 feet from
the North lin=> =aad <310 fest from th> Wesr lin= cf S~r~tion 22,
Township 19 South, Rangs 28 East, East Millman Qu2en-%rayburg
Pool, Eddy County, Naw MeXicCo.

CASE 4040: Application of Cirios S=ivica Oil Company for tho institution
of gas pi;orataoning 1n the Pufinlo Y allsy-Fonneslvanian Gas
Pool, Chaves Tountv. New Mexico. Applicant, :n the above-
styled cause, sesks the limitation of gas preduction from the
Buffalo " allsy-Pennsylvanian “as Pocl in Thavss County, New
Mexico, to :=2isonitle market demard +-d r2 the capacity of gas
Lranspdi vatnicon facilicioe, ind that tha cubisct nool he aoverned
by the gen>-1l - ul=s 1rd :egul-tions fo. *F= p.o . ated gas pools
of Southeastz=-n N- v M- x:r0o 1nsofr 13 - u:d vonc:al rules and
segulitions are not 1wronsistent with *ha poriial dules ang
regulaticas gov=rniny rhe subjere pool. foo<te. *ho applicant
proposes thiat “he: allowabls prodorrion f cm the pool be allocated
among th+ wells 1n the poel An a4 1¥)% -1 face 1w noaye Lasis,

jo3
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CASE 4041:

CASE 4042:
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Application of Tama:ack E=t:oloun Company. Iac. for salt wate:
injection Les tcinsy New M x:irco. Applicant. in the above-
styled cause sea2ke yuthority ro0 1nract produced salt wate;
into the Quesn fr:mition In the perfo-at-d intexval from 4955

feet to 500 fset 1 1*s 2xicce Meooar Wel! No., 2. located in
Unit H of S2ctians {7 Twwnship 19 Sounr, Range 35 Fast, Pearl
Queen Pool Lea .ty Ney Mexivo.

Application of El Paso Nat.iral :3 Company for an amendment to
Order No. R-2948. kx:2 A-::bu: County New Mexico. Applicant, 1n
the above-gtylsd 1us=. ¢seks th- amrendment of Qider No. R-2948,
which order estabtlish=d 31 numbe. cf non-standard gas provation
units in the Pasin-Dakzta "as Prcol, Rio Anviba County, New
Mexico. Applics~t propoc=s *0o chanys the arreage dedication
comprising units 17 113 1% ot Tawaship <& No “h. Range & West
and Units 1€ and 1’ of {ownch:p 28 North. Ranje 7 W=asbk teo
comprise tha fcillawingy:

IOWNSH:F B NOR
¢

H, RAN -E € WES:
Unit s

Q-3¢ phion

12 ks S=sction 3c N/2
13 S A | Seatacon 33 8/2

TOWNSH F 28 _NORTH, RAN:E_ 7 WEST
trat Acres D=s-r1plicn

16 ) Ssrsi1on 35: N/
L7 e 40 S oen 355 87

LS 0% ]

‘Continuad from th» “anla oy & 1968 Eamias: Haaring:

Applicatioan of ~avinae - 1re for coppulsc. y posoling,. Fddy
County Now M=x1 . Appl:: 7. 1n the hoveostylad cauve.
seeks an orde- poaaliag 1l mins-al .nts »sts 1n the Moriow

a1 tion n 2 fQearh. Rnge 4
East.. Nc:th -4 .- B: ll~-M- ~w 3¢ Fcol i1y "cunty. N-w
Maxico., Saidl 57:7 .32 te s dadir ool te 1 well o te e o drilled
in the SEA4 ¢! sai1 825101 8 Alerr »r P2 ~onside.=d w~:ll bo
the costs of d-:1ll.ny a1 d woll . 2 el g tr e Z18K 11V CL =4
i1 provasion fo: koo oaller oo of 5 sl sring ot 11
the estavlishm=nr. o f ‘F .o« 17 v vae o nf o« o ] g 1]

F .
P T S XYY ani Pk s s
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CASE 4043: Application of David Fasken for compulsory pooling. Eddy
County. New Mexico. Applicant, 12 the above-styled cause,
seeks an order pooling all mine:sal interests in the Morrow
formation underlying Section 8, Township 21 South, Range
24 East, North Indian Hills-Morrow 3as Pool, Eddy County,

New Mexico. Said acreage to be dedicated to a well to be
drilled 1980 feet from the North line and 2105 feet from the
East line of said Section 8. Also to be considered will be

the costs of drilling said well, a charge for the risk involved,
a provision for the allocation of actual operating costs, and
the establishment of charges for supervision of said well.

Case No. 4043 will be consolidated for purposes of hearing

with Case No. 4017 which is the application of Corinne Grace
for compulsory pooling of the same section.

CASE 4044: Application of Continental 0il Company for a non-standard
gas proration unit. Lea County. New Mexico. Applicant, in
the above-styled cause, seeks the consolidation of two exist-
ing non-standard gas proration units into one 48l-acre unit
comprising the E/2 and E/2 W/2 of Section 3, Township 20 South,
Range 36 East, Eumont® 3as Pool. Lea County, New Mexico, to be
dedicated to its Reed A-~3 Wells Nos. 2 and 3 located in Units
H and I, respectively of said Section 3, to be effective as
of January 1, 1967. Applicant further seeks authority to
produce the allowakle assigned to said unit from either of the
aforesaid wells in any proportion.

CASE 4045: aApplication of H %« S 0il Company for an amendment to Oxder No.
R-3357, as amended by Order No. R~1357-A, Eddy County, New
Mexico. Applicant. in the above-styled cause, seeks the amend-
ment of Order No. R-3357, 3s amended by Orxder No. R-~3357-A,
which order authcrized th= H % 8 West Artesia Unit Waterflood
Project. Applicant proposes Lo substitute the Roach Drilling
Company-Lzonard Wel! No. 18 located in Unit D of Section 17
as a water injection well in said project i1n lieu of the Cities
Service-Mell Well No. 17 located in Unit M of Section 8, both
in Townshkip 18 South, Range 28 East.. Artaesia Pool, Eddy County,
New MeXxico.

CASE 4030: ‘Continued f:om th= ranuary 22. 1565 Exacins: Ilcax

Application of A:jyus Froduction Compiny for salt water disposal,
Lea County, N2w Maxico. Applicant. 1n ~he above-styled cause,
seeks authority *0o drspose of produced +i1lh watdy inte the Seven
Rivers fcrmation ia the po:rforsted and opeon-hele interval f-om
approximately 3554 foav ro 2775 f2et 1n its T, T. Lynn A-28 Well
No. 3 located 210 fa=+ f:om th~ South line ind 1650 feet f:om
tne Fast lins of S=crion 28 TJTownship 7Y Scuth, Raniys 36 Tast,
Jalmat Yates-82von Ryve ¢ faol. Lo (ounty dow Moxico0,
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July 28, 193

Corivesr and ¥icshael P. rzace IX
Carisbad, New Maxico 38220

Attenticnt: Juanita L. Jonss

1]

1 Ccuth,
ddy Ceurnty,
Lew Fexico, Indian Hills

1, Corinne and Michael Grace

Dear Mrs. Jonss:

Regarding captioned wmatter, on July 3xrd we wrote yvou
ruguesting copinrien cof vour ccunsel ir suppert of your pesiticn
that Reovalty Cwners shculd hear a prorata part of the risk
factcr in connecticn with the gas well invelved in this matter,
I have studied the COrder of the C¢il Conservaticn Ccmmission
cr New Mexico and have consulted ccocunsel, As a result cf this
investigation we are c¢f the opinion that your employer, Ccrinne
Grace and Michael P. Grace II have nc lawful authority cr
ricght £c withheld rovalty payments Ircm my client and use those
jwinas 2 tho cost which fthev have incurred in dArillire the
suiject well, Tt is cuite eviderni that the risk factor recovary
is {vem the worsing interest cwners prorata parc of proeduction
o net frewm that ¢r the royalty ovwners, n light cf the above
it is nacessary "hat wes proeceed with leusal action to protect
the intereei ¢i *r. Harcld P. Scherz, You will be contactsd by

Yad

&

ot

-




Page 2 Corinne and Michael Grace July 28, 1972

a New Mexico cuunsal and apprepriate lien instruments will be
prepared and filed.

Thank ycu.
Sincarely.
’ & PRUD HCHHB
I hd
N .
By‘ 'LLL/'—‘14LL(Z {{s(( {.‘(_ 5’“\ —
Gilbert Prud 'hcﬁ«{
GP b
cce: Mr. R. L. Medley

Natural 7z2¢ Pipelire Co.
of wwsrica

Pcat Cffice Box 236
Midland, Texas

New Mexice (01l Conservaticn Commission
Lagal Divisicr
sant:- Tz

New Maxir:




Docket No. 20-69

DOCKET: REGULAR HEARING -~ WEDNESDAY - JULY 16, 1969

OIL CONSERVATION COMMISSION - 9 A.M,, MORGAN HALL,

STATE LAND CFFICE BUILDING,
SANTA FE, NEW MEXICO

ALLOWABLE: (1) Consideration of the oil allowable for August, 1969;

(2) Consideration of the allowable production of gas for
August, 1969, from fourteen prorated pools in Lea,
Eddy, Chaves and Roosevelt Counties, New Mexico.
Consideration of the allowable production of gas from
nine prorated pools in San Juan, Ric Arriba and
Sandoval Counties, New Mexico, for August, 1969.

CASE 3859: (Rehearing) Continued to the October 15, 1969, Resqular Hearing

Application of Wilson Oil Company for an exception to Order No,
R-3221, as amended, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an exception to Commission Order No.
R-3221, as amended, which order prohibits the disposal of water
produced in conjunction with the production of oil on the sur-
face of the ground in Lea, Eddy, Chaves and Roosevelt Counties,
New Mexico, after January 1, 1969. Said exceptieon would be for
applicant's leases in Sections 13, 23, and 24 of Township 21
South, Range 34 East, and Sections 7 and 18 of Township 21 South,
Range 35 East, Wilson Yates-Seven Rivers Pool, Lea County, New
Mexico. &Applicant seeks authority to continue to dispose of
produced water in seven unlined surface pits located in the
center of the W/2 of said Section 13, center of the W/2 SE/4

of said Section 13, SW/4 NE/4 of said Section 23, center of SW/4
of said Section 24, center of NE/4 of said Section 7, NE/4 SW/4
of said Section 7, NW/4 NW/4 of said Section 18. In the alter-
native, applicant seeks an extension of time in which to comply

with the provisions of said order.

ﬁ;;;;/:017: {De Novo) Continued from the June 13, 1969, Regular Hearing
Application of Curinns Sra or ccmpulsory pnoling. Eddy County,

\\ New Mexico. Applicant, in the above-styled cause, seeks an order
pooling all mineral interests in the Morrow formation underlying
Section 8, Township 21 South, Range 24 East, North Indian #Hillis-
Morrow Gas Pool, Eddy County, New Mexicc. Said acreage to e
dadicated to a well to be drilled in the SE/4 of said Section 8.
Also to pe considered will be the costes of drilling said well,
charge for the risk invoclived, a provision for the allocation of
actual operating costs,; and the establishment c¢f charges for
supervision of said well. Upon application of bavid Fasken,

this case will be heard De Novo under the prcovigions of Rule
1220.

-_— e
i a

a
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CASE 4043:

{De Novo) Continued frem the June 13, 1969, Regular Hearing

CASE 4171

Application of David Fasken for compulsory peooling, Eddy County,
New Mexico. Applicant, in the abdve-styled cause, seeks an
order pooling all mineral interests in the Morrow formation
underlying Section 8, Township Z1 South, Range %24 East, North
Indian Hills-Morrow Gas Pool, Eddy County, New Mexico. Said
acreage to be dedicated to a well to be drilled 1980 feet from
the North line and 2105 feet from the East line of said Section
8. Also to be considered will be the costs of drilling said
well, a charge for the risk involved, a provision for the allo-
cation of actual operating costs, and the establishment of
charges for supervision of said well. Upon application of
bavid Fasken, this case will be heard De Novo under the provi-
sions of Rule 1220.

Southeast nomenclature case calling for an order for the cre=
ation, extension, and contraction of certain pools in Lea, Eddy,
Roosevelt and Chaves Counties, New Mexico; and for the assign-
ment of certain discovery allowable.

(a) Create a new pool in Chaves County, New Mexico, classified
as an oil pool for Queen production and designated as the Double
L-Queen Pool. The dsicovery well is Dalport 0il Corp., Spurck
State No. 2 located in Unit H »f Section 36, Township 14 South,
Range 29 East, NMPM. Said pool described as:

TOWNSHIP 14 SOUTH, RANGE 29 EAST, NMPM
SECTION 36: SE/4 NE/4

{(b) Create a new pool in Lea County, New Mexico, classified as
an oil pool for Wolfcamp prcduction and designated as the East
Morton-Wolfcamp Pool. The discovery well is Union 0il Co. of
California, Owens No. 1 located in Unit G of Section 34, Town-
ship 14 South, Range 35 East, NMPM. Said pool described as:

TOWNSHIP 14 SOUTH, RANGE 35 EAST, NMPM
SOOTION 34:  NR/4

[S RN S

{c) FExtend the Arkansas Junction-San Andres Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 36 EAST, NMPM
SECTION 12: NWE/4
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(d) Extend the Fast Bagley-Pennsyivanian Pool in Lea
County, New Mexico, to include therein: ’

TOWNSHIP 11 SQUTH, RANGE 34 EAST, NMPM
SECTION 31: SE/4

TOWNSHIP 12 SOUTH, RANGE 34 EAST, NMPM
SECTION S: NwW/4
SECTION 6: NE/4

(e) Extend the North Bagley-Lower Pennsylvanian Pool
in Lea County, New Mexico, to include therein:

TOWNSHIP 11 SOUTH, RANGE 33 EAST, NMPM
SECTION 8: NW/4

(f) Extend the Bar U-Pennsylvanian Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 9 SOUTH, RANGE 32 EAST, NMPM
SECTION 12: NW/4

(g) Extend th~2 East Bluitt-San Andres Pool, Roosevelt
County, New Mexico, to include therein:

TOWNSHIP 8 SOUTH, RANGE 38 EAST, NMPM
SECTION 19: NW/4

(h} Extend the Cerca-Upper Pennsylvanian Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 14 SOUTH, RANGE 34 EAST, NMPM
SECTION 9: NW/4

(i) Extend the Eagle Creek-San Andres Pool, Eddy County,
New Mexico, to include therein:

TOWNSHIP 17 SOUTE, RANGE 25 EAST, NMPM
SECTION 23: NW/4 SE/4

(j} Extend the West Henshaw-Grayburg Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 16 SOUTH, RANGE 30 EAST, NMPM
SECTION 18: SE/4 SW/4
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(k) Extend the Inbe Permo-Pennsylvanian Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM

SECTION 28: NE/4--

(1) Extend the East Lovington-Pennsylvanian Pool in
Lea County, New Mexico, to include therein:

TOWNSHIP 16 SOUTH, RANGE 37 EAST, NMPM
SECTION 16: SW/4
SECTION 21: NW/4

(m) Extend the North Mescalero-Cisco Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 10 SOUTH, RANGE 32 EAST, NMPM
SECTION 10: SE/4

(n) Extend the Shugart Pool in Eddy County, New Mexico, to
include therein:

TOWNSHIP 18 SOUTH, RANGE 30 EAST, NMPM
SECTION 25: W/2 NE/4

(o) Extend the Springs-Upper Pennsylvanian Gas Pool in
Eddy County, New Mexico, to include therein:

TOWNSHIP 21 SOUTH, RANGE 25 FAST, NMPM
SECTION 2: TOTS 3, 4, 5, 6, 11, 12, 13 and 14

(p) Extend the Sulimar-Queen Pool in Chaves County, New
Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 29 EAST, NMPM
SECTION 24: W/2 & SE/4

(q) Contract the horazontal limiis of the Monument Pand
in Lea County, New Mexico, by the deletion of the following
described area:

TOWNSHIP 20 SQOUTH, RANGE 37 EAST, NMPM
SECTION 19: N/2 NW/4

SECTION 20: N/2 N/7

SECTION 21: N/2 NW/4
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(r} Extend the Eunice Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM
SECTION 19: N/2 NW/4

SECTION 20: N/2 N/2

SECTION 21: N/2 NW/4

(s) Consider the assignment of approximately 23,560
barrels of oil discovery allowable to the discovery
well for the previously designated Lusk Delaware Pool
in Lea County, the Pan American Petroleum Corporation
Plains Unit Federal Well No. 7, located in Unit D of
Section 33, Township 19 South, Range 32 East.

{t) The proposed consolidation of the Wantz-Abo Pool
and the Drinkard Pool,Lea County, New Mexico, continued
to the July 186, 1969, hearing from May will be dismissed.




OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE. NEW MEXICO 87501

June 11, 1969

Mr. Richard 8. Morris §
Attorney at Law
P. O. Box 2307

‘{ ) Santa Ye, New Mexico DOLKET MANED
I Mr. Jason W. Kellahin -3-6 7
9 Attorney at Law
N P. O. Box 176%
Santa Fe, Now Mexico
55 5 Re: Cases Nos. 4017 and 4043 - Applications
Lo Oof Corinne Grace and David Yasken for i
“&j? compulsory pooling, Bddy County, New !
Maxico i
H
el
o Gentlemen:
%; The Commission &t its Regular Hearing June 13, 1969, :
1
will continue the above-described cases to the Regular

A Hearinag to be held July 16, 1969, in Morgan Hall, State

Land Office Building, Santa Fe, New Mexico.

Very truly yours,

A. J.. FORTER, Jr.
Secretary-Director

ALP/GHHE /eex




OiL CONSERVATION COMMISSION
P. O BOX 2088

SANTA FE, NEW MEXICO 87501

Octobexr 7, 1970

Mr. Charles P. Miller

Miller Engineering and Geological Co.
P. O. Box 417

Bobbs, NMew Maxico 88240

Dear Mr. Miller:

Reference is made to ycur letter of October 6, 1970,
advising as to sequence of aevents during the completion of
the Corinne Grace Indian Hills Well No. 1 located in Sec-
tion 8, Township 21 South, Range 24 Bast, Eddy County,

New Mexico.

Inasmuch as Order No. R-3713, pursuant to which the
subject well was drilled, provides that the operator shall
furnish the Commission and each known working interest owner
in the unit an itemized schedule of actual well costs within
30 days following completion of the well, you wish a deter-
mination by the Commission as to "date of completion"” for
the subject well.

The Commission hereby datermines that September 17, 19790,
date of the four-point flow test of the well, to be date of
completion for purposes of Order No. R-3713.

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director

ALP/DSN/esy

ccs: Corinne Grace
P_ Q. BRowx 2062

Santa Fe, New Mexico 87501




QFFICE PHONE EX 2-2961 = 205 NQRTH DALMONT
RES. PHONE EX 3-2062

MILLER ENGINEERING & GEOLOGICAL CQO.

Past OrrFice Bax 417
2P CODE 88240 [
HOBBS, NEW MEXICO

Octaber 6, 1970.

New Mexico Oi) Conservation Commission
Post Office HBox 871
Santa Fs, New Mexico 87501

Re: Completion Date
#1 Indian Hills
Corinne Grace
Sec, 8-21S=-2LE

Dear Sir: Attn: Mr, A, L, Porter, Jr,

This letter confirms our telephone conversation of October
5, 1970 relative the above captioned subject matter,

Pay string in this test was perforated September 5, 1970
but, because the flow which resulted did not clear up readily,
the Swab unit was retained at the well site to be available in
case the hole should load up and cause the flow to die.

Inasmuch as analysis of a sample did not indicate formation
water, it was decidsd to flow-test for a period of time to de-
termine if the percentage of water would decrease. Results of
this test proved negative so on September 17th and 18th we ran
four~-point tests to deterrmine the Absolute calculated open flow
capacity. Upon completion of these tests the well was shut in to
await a pipeline comnection. In lieu of these {facts you have stated
that September 17, 1970 is to be considered as completion date.
cpm. ngn§,?pry truly,

/ L -~ -

)
> ’,’ VA .
,—(Za4£/fiﬂi7§221552/¢

Charles P, Miller

G
(]
o

Mrs. Sorinne Crace
P, 0. Box 2062
Santa Fe, New Mexico 87501




PY.u. Box 1416
Midland, Yexas
April 14, 1969
In Re: NMOCC uUrder No. R=3T13
indian liills iorrow Gas Pool
- bection 8, 1215, 24k
Eddy County, New iexico
Mr. David [Faskeu
608 First National Bank Building
Midland, Texas 79701

Attn: My, Richard S. Brooks, Manager.

Gentlemen:

In accordance with the provisions sct forth in the above captioned
direcvive pleuse find enclosed an itemized cost estimate on the
Corinne trace No. 1 Indian {ills well which will be drilled at the
previously announced location in NW/SLE Section 8, 1213, k24L,

As you are probubly aware, therxre are several items in the estimate
whichh can incredse substantially with bad hole conditions f(rom one
location to another., These conditions have been taken into con-
sideration, however, and the costs shown are neither oplimistic
nor are they pessimistic.

Should you have any questions or desire additional informacvion
regarding the enclosed, you may direct inquiries to the above
address or to Mr, N, D. McIntyre, 1220 Vaughn Building, Midland,
Texas,

Thanking you in advance for your expeditious handling of this
matter, I am,

Yours very truly,

S A
L&\ AU R s R

Copies: XNMOCC Mrs.) Corinne Grace
Shell Uil Company
Marathon 01l Company
Jason hellihan
iile




Cub il LS iacabi

coilhiie urace
No. 1 ifodien uills
NW/SL scevion s, £215,

SR
1124

1

Lddy County, New Mexico

DU LILLING

Footage 1u,400 (L. ¢ $9.00/1l%,
Day Vork:
6 days circulating « drillstem testing
1} days circulating & logging
2 days circulating, running pipe & cement.
1 day plugging

Location &« Surface Danages
- Pits « Pad

Prepare Location &« icads
Location &« Pits
Taunk Battery Pad
Clean location & pits

frucking

Mud, Chemicals & water

Special Services:
Drillstem tests,
Elcciric logs
Mud logging unit
Pulling unit (36
loustabout crews

(4 & 5650.00)

(20 days @ $140,00)
hrs & $30.00j
(3 days @& $300.00)

Cement & Cement Services
Intermediate
0il String
Float Equiptment
Perforate « Treat
Correclation logs & perforating
Treating (40,000 gal brine/40,0007 sand)
Supervision & Overhead
Geelogical
Engincering

Miscellanuevus LRpoHsSe

TO AL

Casing:

3200 I, 8 5/8" 32y U 33.34/1¢.
9300 L1, 4 172" 10.537 ¢ $1,26/1iv,
10U o, 41/2 % 11,6 ©osi.ds/ .

Subing:
- S o 5 . % -~ . s S
10,000 fL, 2 3/3% 4.7 U ¢.06/50,

e, vl s M
velillcad

Kuas Tree bguiptment
Yroduction Packer « downiole equipt,

Fank battery & surface bguiptment

L e
- -7 P .
/ 4 s L
J -
o \ AR
. 3 PR E . R .
R TSSO I I // . /:, P o

COMPP LI L)

$93,600,00

7,300, 00
1,875.00
2, 500,00

1,250,00

3,060,00
750,00

——

130,00
1,000.00
9,300,00

2,600,00
3, 500,00
2,3500,00
1,050,000

900,00

2, 500,00
1,830.00
500,00

1,000, 00
7,000,00
2,000, 00
2, 000,00

750, 00

PuatY iULE

%93, 600,00

7,500.00
1,573.00

1,250.00
1,000.00
3,000.00

750,00
1,000,00
9,3500.,00
2,800, 00
3, 300,00
2,300,00

- — o i ¢ 28 s e

2,500,00

230,00

2,000,00
1,500,00
750,00

EXPENSE. .o . . 51530,:

%]

035,00

510,555, UV
11.544,00

1,460, 00
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BEFCRE THE OIL CCXNFIRVATION COMXISSION
OF THE STATE CF NEW MEXICO

IN THE YATTER OF THZ HEARING
CALLED BY THE OIL CO\SZRVATIOY
COMMISSION OF NEW MEXICO FOR
THE PURPOSE CF CONSIDERILG:

CASES NOS. 4017 AND 4043
Order No. R-3713

CONSOLIDATED CASES:

APPLICATION OF CCORINXNE GRACE TO?

COMPULSCORY POOLING, EDDY COUNT
NZW mICO ;

APPLICATION OF DAVID FASKEXN TFOR

COMPULSORY POOLING, EDDY COUNTY,

NEW MEXICO.

ORDER OF TIZ COMMISSION

BY THE CCMMISSION:

This cause came on for aearing at 9 a.m. on Februz
at Santa Fe, MNew Mexico, before Exa r tTd

NCW, on this 25th day of rarch, 1959, the Comnission, &
uorum belng present, having considered the testimony, the recoxd,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having bdeen given as reguired by
iaw, the Commission has jurisdiction of this cause and the subjecct
watter thercoif.

£ -~y 4 oy o T e DD ey ae s e i e s et e

L3 at Lac 4QlCLOsal U Watior cLle o LO0r oearilng oo
Tanuvary 8 1559 ~mA wa O a2t the recuest of the afore-
vankary , +90Y, ant was CConTililcd, 4t The ITeuest L e Aalorfe
s A b - e = TGS
said applicant, to February 5, 1U49.
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CASES NOS. 4017 A&AXND 4043
Oréder No. R-3713

{4) That David FPasken filed an application wi
sion January 10, 1969, seeking an order pooling all
interests in the Morrow Iormation underlying said §

(5) That Corinne Grace has the right to drill
to drill a well 1630 feet frcoam the South line anéd 1
the East line of said Section 8.

() hat Davicd Fesgken has the rignt fto arill
to drill a well 1980 feet from the North line and 2
the East line of said Section 8.

(7) That both applicants seek to be designat
operator of the unit to be prooled.

(8) That the aforesaid applicants have not ag
their interests.

(9) That to avoid the &riliing of unnecessary
protect correlative xrights, TO prevent waste, and t
the owner of each interest in said unit the opporiu
recover or receive withcut unnecessary expense his
fair share of the ¢as in said pool, all mineral int
whatever they may be, in the oxrow formation under
Section 8 should be pooled Lo forn a G40-acre unis,
well for said unit should be drilliled at the propose
1650 feet from the Socuth line and 1730 feet from th
oI sald Section 8, and that Corinne Grace should be
the operator of the subject well and unit.

{(10) That any non-consenting working interesc
Le Gfrorded The Oproiiusiiy O pay nic ghare of ess
costs to the operaLo* in lieu oI paving nls snare o
woll cos e} of
Gowa Ly c
neld from producuion Lo saare O Lhge rasonanlic wo
oo acditional 205 thercol ©s & ¥oasonawnic Cnarge o
invoLvaed in the arilling ol tho wWolia,

{12) “hat any
LULCued The onplriuniuy
LUl tnat salc actu
ToLsGnanic well co

- .
ch the

- -7
WLWilera .
ection 8.

and proposes

750 feet from
and proposes
105 feet fro

ed as the

reed to poo
wells, to
o aZiord to
nity to
j5ust and
erascts,
lying said
that the
& liccation
e East line
designated

reasonad

-
FORR 5 P e
X The TiIsSX
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CASZES NOS. 4017 AND 4043
Créer No. R=3713

(12 That following

~
0% I
-~ S AT A 3 + £ ~
any non=-consenting working interest cwne
=

r tThat
o estimated costs should pay to the operatdr any amount that
raascnable well costs excead estimated well cosis and should
receive from the operator any amount that paid estimated well

- cOsts excead reasonzpble well costs.

Tne operator should te
vroporvionate share ol

the
ating the subject well, not
ridbut

(15) “Thnt all oroceeds from prcduction Zrom the subject
well which are not disbursed for any reason should be placed in
escrow To L2 paid to the true owner thereol ..on demand and prxoof
oL ownership.

IT IS THZEREICRE CRTCZRET:

(1) That all mineral interests, waatever ther mes be, in the
¥orrow formation underlying Scciuion 8, Towaship 21 South, Range 24
Pasit, NMPM, North Indian Hills-lMoriow Gas Pcol, Eddy County, New
Mexico, are herebv pooled to foim a §40-acre gas proration unit
to te dedicated to a well to be drilled 165C feet Zrom the South
line and 17530 feet from the Last line of said Section 8.

(2} Tunat Corinne Gracce is nercby designated thoe operator
of the subject well and unit.

{3) That thc operacor shell furnish thio Zooarission and each
“rown worsing invorest ownor in the subsect unit an litomized
schadule of csuimaied woil coscs within 30 Gays Zollowing the
cate oI thls ordcer.
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KELLAHIN AND FOX O
ATTORNEYS AT LAW

54 EAST SAN FRANCISCO STREET
LOs57Y CFFICE GOX 17693

(ye)
.4

JASON W. KELLAMIN
ROBERT £.FOX TexIFPHONE 982-431S

SANTA FE. NEW MEXICO 8750! L%u Cong 508
t U

)

Feb. 18, 1969
Mr. A, L. Porter, Director
New Mexico 0il Conservation Commission
P. O. Box 2088
Santa Fe, Naw Mexlioco ’ .

Re: OCC Case No. 4017
Corrine Grace

Dear Mr. Porter:

During the presentation of the above case some
question arose as to the topography of the pro-
posed well location. Enclosed is a certified
plat prepared by John W. West Englneering Company
glving elevations at intervals throughout this
proposed location.

With a copy of this letter, 1 am forwarding a
copy of the plat to Mr. Richard S. Morris as
attornay for David Fasken,

Yours veary truly,

"\\(,\ FIFUEN ?\' . 1“\ 1’{" L.

Jéson W. Xellahin

JWK:ss
cc: Mr. Richard S. Morris
with enclosure
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I HEREBY CERTIFY THAT TH!S PLAT WAS
MADE FROM NOTES TAKEN IN THE FIELD IN
A BONA FIDE SURVEY MADE UHDER MY SUPER-
VISION. AND THAY THE SAME IS TRUE ANRD
CORRECT TO THE BEST OF MY KNOWLEDGE
AND BELIEF,

N.M PE. & L.3. NO.BT&
TEXAS R.P.S. NO. 1138

W. WEST,

CORRINE GRACE

ELEVATION AND CONTOURS ON FEDERAL No, 1 rrorPoseD
WeLL LoCcATION, L1750 FEET FROM EAST AND 1650
FEET FROM SouTH, SECTION 8, TownsHiP 21 SouTH,
RANGE 24 EasT, N.M P M,, Epoy CounTy, NEW MEX,

JOHN W. WEST ENGINEERING COMPANY
CONSULTING ENGINEERS HOBBS, NEW MEXIGO

Sgols 1"=50" i Drown by _ M,C.T,

Datg Fesiuary 15, 1965 {Shaut 1 of 1 Shoeis




I HEREBY CERTIFY TRAT THIS PLAT WAS
MAOE FROM NOTES TAKEN IN THE FIELO IN
A BONA FIDE SURVEY MADE UNDER MY SUPER-
YISIONM, AND THAT THE SAME IS TRUE AND

CORRECT TO THE BEST OFf MY KNOWLEDGE
AND BELIEF,
/ '

N.M PE A L3 NHC.BTS
TEXAS R.R3. NO. 1138

W. WEST,

‘_,z‘:." G )
./\\ /', '\‘l' I )
4&' C)\ : L
(o

CORRINE GRACE

ELEVATION AND CONTOURS ON FEDERAL No, 1 PrROPOSED
WeLL Locavion, 1750 FEET FROM Easty AND 1650
FEET Faom SouTH, SEcTIoN 8, TownsHir 21 SouTs,
RANGE 24 EAsT, N.M.P ,M_, Epoy Counivy, NEW MEX,

JOHN W, WEST EMGINEERING COMPANY
CONSULTING ENGINEERS HOBBS, NEW MEXICO

Sgale 1"=50' _ 'Drowp by  M.C.T.

Daln gnnuary L0, 1962 1900t Y of 7 Sheats
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I HEREBY CERTIFY THAT THIS PLAT WAS
4ADE FROM NOTES TAKEN IN THE FIELD IN

CORRINE GRACE

A BONA FIDE SURVEY MADE UNOER WY SUPER-
VISION, AND THAT THE SAME 5 TRUE aND
CORRECY TO TWE BEST OF MY KNOWLEDGE

AND BELIEF.

N.M. PE. & LS NO.87T8
TEXAS R.PS. NC 1138

w. WEST,

ELEVATION AND CONTOUR3 OR FEDERAL No, 1 pPROPOSED
WeLL LocaTioN, 1750 FEET FROM EAST AND 1650
FEET FROM SOUTH, SECTION 8, TowNsHIP 21 SouTH,

RANGE 24 EAsT, N.M ,P M., Eoby COunNTY, Naw MEX,

JOHN W. WEST ENGINEERING COMPANY
CONSULTING ENGINEERS H0BBS, NEW MEXICO

Scgle . 1"=50"  iOrqwn by __ M.C.T. |
aiy Frsruany 15, 1969 Sheats

. 1 .
Shoay b ot



DOCKIYT MO, 14-69

DOCKET: REGULAR HEARING - WEDNESDAY - MAY 14, 1969

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

BUILDING, SANTA FE, NEW MEXICO

ALLOWABLE:

CASE 4057

(1) Consideration of tho 0il allowable for June, 1969;

(2) Consideration of the allowable production of gas for
Junc, 1969, from fourteen prorated pools in Lea,
Eddy, Roosecvelt and Chaves Counties, New Mexico; also
presentation of purchaser’s nominations for saild pools
for the six-month period beginniny July 1, 1969;
consideration of the allowable production of gas from
nine prorated pools in San Juan, Rio Arriba and Sandoval
Counties, New Mexico, for June, 1969,

(De Novo)

CASE 4017:

Application of Charles B. Read for special pool rules, Lea

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

sceks the promulgation of special rules for the Quail-Queen
Pool, Lea County, New Mexico, including a provision for 80-
acre spacing and proration units. Upon application of said
Charles B. Recad, this case will bce heard De Novo under the

provisions of Rule 1220,

(Dc_Novo)

CASE 4043:

Application of Corinne Grace for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled causce,
secks an order pooling all mineral interests in the Morrow
formation underliying Section 8, Townshiv 21 Scuth, Range 24
East, North Indian Hills-Morrow Gas Pool, Eddy County, New
Mexico. Said acreage to be dedizated to a well to pe drillec
in the SE/4 of said Section 9. Also to be considerced will
be the costs of drilling said well, & charge for the risk
involved, a provision for the allocation of actual operating
costs, and the establishment of charges for supervision of
said well. Upon application of David Fasken, tinlg casc will

e neard D Nove under the mrovisions of Rule 1220,

(b Novo)

-

Annilcation of David Fasken (oo Jomialag

Coun:y, Now Mexico.,  Apunlicani, 1o Lhe
seeks an order pooling ail mincral interests in che Morrow
formation underlying Section 8, Townshisn 21 South, Range 24

Fasi, North Indian thills-Morrow Gas Pool, BEday County,



Regular Hearing - May 14, 1969
-2 NDockoet No. 14-69

(Case 1043 continued)

Noew Mexico.  Sald acreage to e dedicated to a well to be
drylled 1980 feet from the North line and 2105 fect from

the East line of saild Scction 8. Also to be considerced will
Lo the costs of drilling said well, a charge for the risk
involved, a provision for the allocation of actual operating
costs, and the establishment of charges for supervision of
said well. Upon application of David Fasken, this case will
be heard De Novo under the provisions of Rule 1220.

CASE 4130: Southeastern nomenclature case calling for an order for the
creation, extension and abolisnhment of certain pools in Lea,
Eddy., Chaves and Roosevelt Counties, New Mexico.

(a) Create a new wool in Eddy County, New Mexico, class:ified
as a gas pool [or Morrow production and dcsignated as the
Logan Draw-Morrow Gas Pool. The discovery well is Pan
American Petroleum Corporation's Trigy Federal Gas Com No.

i1 located in Unit F of Section 34, Township 17 South, Range
27 East, NMPM. Said pool described as:

TOWNSNIP 17 SCUTH, RANGE 27 EAST, NMPM
SECTION 34: W/2

() Abolish the North Indian Hills~Morrow Gas Pool in
Ccunty, New Mexico, described as:

TOWNSHIP 21 SOUTH, RANGE 24 EAST, NMPM
SECTION 4: All
SECTION S: All
SECTION ¢: All
SECTION Sl
SECTIORN : All
SECTION All

() Extond the Indian Basin-Mocrow Cas Pool i1r Mady County,
New Mexico, Lo 1nciude theselin::

TOWNSI P 2] BOUTIL, RANGE 24 BAST
SECTIOGN i All

SECT L0 S AL

SEHCPTON 5 L

SECTION

SECTION

SECTTON

Sy NI
vAaaN L LN




Rogular Hearing - May 14, 1909

s
R

Docket No. 14-09

(d) Abolish the Wantz-Abo Pool in Lea County,
described as:

New Mexico,

TOWNSHIP 21 SOQOUTH,
SECTION 2:

RANGE 37 EAST, NMPM
Lots 11, 12, 13, 14 and §/2

SECTION 3:
SECTION 4:

s/2
Lots 15 and 16 and S/2

SECTIONS 10 and 11: All
SECTION 12: W/2

SECTION 13: NE/4 and W/2
SECTIONS 14 and 15: All
SECTION 16: SE/4

SECTION 21: NE/4 and S/2
SECTIONS 22, 23, and 24: Aall
SECTION 25: NW/4

SECTIONS 26, 27 and 28: All
SECTICN 29: E/2 NE/4
SECTION 33: All

SECTIOQv 35: W/2 and NE/4
SECTION 36: NW/4

TOWNSHIP 2] SOUTH, RANCE 38 EAST, NMPM
SECTION 19: N/2

TOWNSHIP 22 SOUTH,
SECTION 2: All
SECTION 4: E/2 and Nw/4
(e} Extend the vertical limits of the Drinkard Pool in
Lea County, New M2xico, to include the 2Zpo formation and
redesignate said pool as Drinkard Drinkard-Abo Pool, Also
extend the horizontal limits of said Drinkard Drinxard-

RANGE 37 EAST, NMPM

Abo Pool to include therein:
TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM
SECTICN 1: S/2
SECTION 4: Lots 13, 1% and 16
SECTION 12: SwW/4
SECTION 24: E/2
SECTION 25: E/2
TOWNSHIP 21 SOUTII, RANGE 3& BAST, NMPH
SECTION o SH/4
SECTION 1&6: Nw/4
SECTION 19: nN/2
TOWINSHIP 22 SOUTH, RANGE 38 IhBh, e
SECTION G SE/4
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(r) Exitcend the Middle Allison-Pennsvylvanian Pool in Lea
County, Now Mexico, to include therein:

TOWNSHIP 9 SOUTH, RANGE 35 LAST, NMPM
SECTION 1: Nw/4

[N
X
e

(g) Extend the North Bagley-lower Pennsvlvanian Pool
Lea County, New Mexico, to include therein:

TOWHNSHIP 11 SOQUTH, RANGE 33 EAST, INMPM
SECTION 19: YNE/4
SECTION 31: N/2

th) Extend the North Bagley-Upper Pennsylvanian Pool in
Lea County, New Mexico, to include therein:

TOWISHIP 11 SOJTH, RANGE 32 EAST, XNMPM
SECTION 19: SE/4

SECTION 20: S/2

SECTION 21: S/2

{1} Extend the Mid Bell Lake-Devonian Gas Pool in Lea
County, New Mexico, to irclude therein:

TOWNSHIP 23 SOUTH, RANGE 34 EAST, WMEM
SECTION 19: SW/4

(j} Extend the Cerca-Upper Pennsylvanian Pcol in Lea
County, Now Mexico, to include thecrein:

TOWNSHIP 14 SOUTH, RAKGE 34 EAST, NMEM
SECTION 5: SE/4

k) Extend the South Bunice &L o.veon Rivers-Guecn Fool in Lea
County, Ncw Mexico, to include theocin:

TOWNSHIP 22 SOUTH, RANGE 246 DRST, NMPM
SECTION 11: /2

{L) Extenc the Inne Pecmo
New Mexico, to include thereir:

¢
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the South McCormack-Silurian Pool in Lea

Mexico, to include therein:
TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
SECTION 16: SE/4

the Osudo - Atoka Gas Pool in
to include therein:

Lea County,

TOWNSHIP 20 SOUTH,
SECTION 25: NW/4

RANGE 35 EAST, XNMPM

the West Sawyer-San
to include therein:

Andres Pool in Lea Countv,

TOWNSHIP 9 SOUTH, NMPM

SECTION 33:

RANGE 37 EAST,
NW/4 and NW/4 SW,/4

the Siete-San Andres Pool in Chaves County,
to include therein:

TOWNSHIP 8 SOUTH, RANGE 31 EAST, NMPM
SECTION 20: SE/4
SECTION 29: NE/4

the Todd-Lower San
Mexico, to include

Andres Pool in Roosevelt
therein:

TOWNSHIP 7 SOQUTH,
NE/4

RANGE 36 EAST, NMPM

SECTION 32:




e}
VN
[

BEFORE THE OIL CONSERY?TION COMMISSION
OF THE STATE OF-NEW MEXICO

CONSOLIDATED CASES: APPLICATION
OF CORINNE GRACE FOR COMPULSORY
POOLING, EDDY COUNTY, NEW MEXICO;

)

) Cases Nos. 4017 and

)
APPLICATION OF DAVID FASKEN FOR )

)

)

hol3

COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

APPLICATION OF DAVID FASKEN FOR HEARING DE NOVO

Comes now David Fasken, by his attorneys, and states:

1. By Application filed in Case No. 4043, David Fasken
seeks an order pooling all mineral interests in the Morrow forma-
tion underlying Section '8, Township 21 South, Range 24 East,
NMPM, North Indian Hills-Morrow Gas Pool, Eddy County, New
Mexico. Mr. Fasken's original Application in Case No. 4043 is
incorporated into this Application by reference.

2. By his Application in Cause No. H0#43, David Fasken
seeks to be designated the operator of the pooled unit for the
purpose of drilling, completing and operating a well in the
Morrow formation at a location 1980 feet from the North line and
2105 feet from the East line of said Section 8.

3. On Febhruary 5, 1969, the Application of David Fasken in

fase No. UOlU3 was econselidated with the Application of Corinne

Grace in Case No. 4017 and the consolidated cases were heard be-

fore Examiner Daniel S. Nutter,

4, On March 29, 1969, the Commission rendered its decisicn
in Consolidated Cases Nos. 1017 and 4043 and entered its Order
No., R-3713, which approved the Application of Corinne Grace in
Case No. U017 and denied the Application of David Fasken in Case
No. L043. |

5. David Fasken l1s a party adversely affected by the

Commission's decision in Cases Nos. 4017 and 4043, Order Ho.

POCHNY WARED ~ DOGKET MARED
Date_5 2941 mes 33(:&“67




R-3713, and hereby applles to the Commission to have the Applica-
tions in Cases Nos. 4017 and 4043 heard de novo before the
Commission pursuant to Secticn 65-3-11.1 NMSA.

6. David Fasken 1s the operator of the N/2 and the SW/4 of

said Section 8 and therefore controls 480 of the 640 acres within

the unit to be pooled. Accordingly, David Fasken will be re-
quired to pay either directly or out of production attributable
£to his interest 3/4 of the cost of any well drilled on the pooled
unit.

7. David Fasken 1s the operator of 5 wells producing from
the Morrow formation in Sectlons that directly or diagonally
offset the said Section 8 and is completely familiar with the
special problems of drilling, completing and operating wells in
this pool. On the other hand, Corinne Grace, the applicant in
Case No. 4017, has no interest in any well in this pool ard is
not familiar with the problems of drilling, completing and
operating wells in this pool. Accordingly, applicant should be
designated by the Commission &s the operator of the pooled unit.

WHEREFORE, David Fasken requests that the Commission vacate
its Order No. R-3713 and set the Applications in Cases Nos. 4017

and 4043 for hearing de novo before the Commission.

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS & MORRIS

o Midd S S

P, 0. Box 2307

Santa Fe, New Mexico 87501
Attorneys for David Fasken,
Applicant for Compulsory Pooling
in Case No. 4043 and Applicant
for Hearing De Novo n Cases Nos,
4017 and 4043

I hereby certify that I caused to be mailed a true and cor-
rect copy of the foregoing Application of David Fasken for Hear-
ing De Novo to Jason ¥W. Kellahin, Kellahin & Fox, attorneys for
Corinne Grace, Applicant in Case No. 4017, P. 0. Box 1769, Santa
Fe, New Mexico, on this 22rd day of April, 1969.

Moot S Mo
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CONSERVATION COMMISSION - 9 AM. - MORCGAN [ALL, STATE LAND OFFICH

i
BULILDING, SANTA FE, NEW MEXTICO

ALLOWABLE: (1)

(2)

CASE 4017:

\

CASE 4043:

Consideration of the oil allowable for July, 1969;

Consideration of the allowable production of gas for

July, 1969, from fourteen prorated pools in Lea, Eddy,
Roosevelt and Chaves Counties, New Mexico. Consideration
of the allowable production of gas from nine prorated

pools in San Juan, Rio Arriba and Sandoval Counties,

New Mexico, for July, 1969; also presentation of purchaser's
nominations for the six-month period beginning August 1,
1969, for that area.

(De Novo) (Continuved from the May 14, 1969 Reqular Hearing)
Application of Corinne Grace for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-stvled cause,
seeks an order pooling all mineral intcerests in the Morrow
formation underlying Section 8, Township 21 South, Range
24 East, North Indian Hills-Morrow Gas Pocl, Eddy County,
New Mexico. Said acreage to pbe dedicated to a well to ke
drilled in the SE/4 of said Section 8. Also to be con-
sidered will be the costs of drilling said well, a charge
for the risk involved, a provision for the allocation of
actual operating costs, and the establishment of charges
for supervision of said well. Upon application of David
Fasken, this case will be heard De Novo under the provi-
sions of Rule 1220.

{De Novo) (Continued from the Mav 14, 1969, Regulayr Hearing,
Application of David Fasken for compulsory pooling, Eady
County ., New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral intecrests in the Morrow
formation underlying Sect.on &, Township 21 South, Range

24 East, North Indian Hills-Morrow Gas Pool, Eday County,
New Mexicoe. Saild acreayge to ke dedicated to a well to ke

It}

¥

3

drilled 1980 fect from the Nortn iine and 2105 feet from
the East line of said Section 8. Alsc to be considered
will be the costs of drilling said well, & charge for thc
risk involved, a pbrovision for ohe allocatzon of accual
operating costs, and the cstabli oot Zor
supervision oL sa.G woll., C1 X

Chils <casc will Yo hoara - 10 wToOviIsions o

Rule 1220.
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CASE 4088:

1969, Regular Hearing Docket No. 17-69

{(De Novo)

CASE 4089:

Application of Paul M. Mershon, Jr., for compulscry pooling,
Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks an order pooling all mineral interests in the
Upper Pennsylvanian formation underlying Section 21, Township
22 South, Range 23 East, Eddy County, New Mexice. Said acreage
to be dedicated Lo a well to be drilled at an unorthodox gas
well location 990 feet from the North and East lines of said
Section 21, and within one mile of the Indian Basin-Upper
Pennsylvanian Gas Pool. Also to be ccnsidered will be the
costs of drilling said well, a charge for the risk involved,
a provision for the allocation of actual operating costs, and
the establishment of charges for supervision of said well.
Upcn application of Marathon Oil Company, this case will be
heard De Novo under the provisions of Rule 1220.

(De Novo)

CASE 4150:

Application of Paul M. Mershon, Jr. for an unorthodox gas well
location, Eddy County, New Mexice. Applicant, in the above-
styled cause, seeks an exception to the special rules and
regulations governing the Indian Basin-Upper Pennsylvanian Gas
Pool to permit the drilling of a well at an unorthodox gas

well location 990 feet from the North and East lines of Section
21, Township 22 South, Range 23 East, Indian Basin-Upper
Pennsylvanian Gas Pool, Eddy County, New Mexico. Upon the
applications of Hanagan Petroleum Corporation, Robert N. Enfield,
and Marathon 0Oil Company, this case will be heard De Novo

under the provisions of Rule 1220,

Southeastern nomenclature case calling for an order for the
creation and extension of certain pools in Lea and Chaves
Counties, New Mexico.

(a) Create a new pool in Chaves County, New Mexico, classified
as an 0il pool for Mississippian production and designated
as the Lone-Miscissippian Pool. The discovery well is B.W.P.,
Inc., General American Federal No. 1 located in Unit E of
Section 7, Township 7 South, Range 31 East, NMPM. Said pool
described as:

TOWNSHIP 7 SOUTH, RANGE 31 EAST, NMPM

SECTICN 7: NW/4

(L) Extend the vertical limits of the North Baum-Upper
Pennsylvanian Pool in Leca County, New Mexico, to incluce ail
of the "Bough" zones (entire Ciscco formation of the rennsyli-
vanian) in the interval from 2590 feet to 9979 feet on the

log of the Pan American Petroleum Corporation State DL Well No,
1 located in Unit L of Section 13, Township 13 South, Range 32
rast, NMPM.
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(Case 4150 continucd)

(c) Extend the Baum-~-Upper Pennsylvanian Fool in Lea County,
New Mexico, to include therein:

TOWNSHIP 13 SOUTH, RANGE 33 EAST, NMPM
SECTION 32: SE/4

TOWNSHIP 14 SOUTH, RANGE 33 EAST, NMPM
SECTION 4: NW/4

(d) Extend the North Baum-Upper Pennsylvanian Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 13 SOUTH, RANGE 32 EAST, NMPM
SECTION 24: £/2
SECTION 25: N/2
SECTION 26: NE/4

(e) Extend the Fowler-Devonian Pool in Lea County, New
Mexico, to include theréin:

TOWNSHIP 24 SOUTH, RANGE 37 EAST, NMPM
SECTION 10: E/2 SW/4

(f) Extend the Hobbs-Blinebry Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 18 SCUTH, RANGE 38 EAST, NMPM
SECTION 32: NE/4

(g) Extend the Justis-Blinebry Poocl in Lea County, New Mexico,
to include therein:

TOWNSHIP 25 SOUTH, RANGE 37 EAST, NMPM
SECTION 23: SW/4

{h) Extend the North Paduca-Delaware Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 32 TAST, INMEM
SECTION 33: SE/4

TOWNSHIP 25 SOUTH, RANGE 32 EAST, NM2M
SECTION 4: NE/4

(i) Extend the West RangerLake-Devonian Gas Pool in Lea
County, New Mexico, to include therein:

TOMNSHIP 12 SOUTH, RANGE 34 DAST, NMPM
SECTION 34: S/2
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CASE 4136:

Docxelt No, 17~6Y9
(j) Extend the Scharb-Bone Springs Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 35 EAST, NMPM
SECTION 7: SE/4

(k) Extend the Vada-Pennsylvanian Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM
SECTION 25: SW/4

TOANSHIP 9 SOUTH, RANGE 34 EAST, NMPM
SECTION 15: SE/4

TOWNSHIP 9 SOUTH, RANGE 35 EAST, NMPM
SECTION 8: 8SW/4
* * * * * * * * * * *

THE FOLLOWING CASE WILL BE HEARD BEFORE THE COMMISSION OR
DANIEL S. NUTTER, EXAMINER

(Continued and Readvertised)

Application of Mallard Petroleum, Inc. for salt water disposal,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced salt water into the
Lower Seven Rivers formation below the estimated oil-water
contact at 20 feet sulsea in its Milner Federal Well No. 4,
located in Unit C of Section 35, Township 20 South, Range 34
East, Lynch Pool, Lea County, Now Mexico. Said well would be
deepened to approximately 3850 feet, and disposal made into
selected porous intervals below said oil-water contact cthrough
perforations in the liner.
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Y.00 Box 1416
Midiand, fexus
April 14, 1969
In Re: NX:ULC Jrder No. i-3713
indian lills Morrow Gas Pool
Dot scction 8, 4215, u24k
R ——————— v :
Eddy County, New Mexico

DOCKEY MAaltel

Mr. David Fasken
605 First National Bank Building
Midland, Texas 79701

Attn: Mr, Richard 3. brooks, Manager,

Gentlemens:

In accordance with the provisions set forth in the above cuptioned
direcrive please find enclosed an itemized cost estimate on the
Corinne Grace k 1 Indian iills well w\‘ch will be drilled at the
previously am unced location in NW/SE Section 8, T213, it24LC.

A3 you are probably aware, there are several- items in the estimale
which can incresse substantially with bad hole condivions from one
location to anotuer. These conditions have Leen taken into con-
sideration, however, and the costs shown are ncither optimistic
nor are tiaey pessimistic.

Should you have aay qguestions or desire additional information
regarding the enclosed, you may direct inqQuiries to the above
ress or to Mr. N. D. Melantyre, 1220 Vaughn Building, Midliand,

{ing you in advance for your expeditious handling of this
bad

Yours very truly,

‘OLVL&L/EJUILQ/
Copies: N\uOCC ’ (Mrs.) Corinne Grace
Sueil Cil Company
Maravhon 011 Company
Juason Kcllihan
fite
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DUTLLING

e

COLip il ©BaY OLe
sie 10,400 Tu. @ $9.00/7c. $93,600.00 $93,600.00 {
<
61 tys clrculating & drillsten testing 7,500.00 T,500.C0
1y duys girculatiag & logging 1,875.00 1,875.00
2 days circulatiang, running pipe & cezent. ————ae

2,500.00

-

1 day plugging 1,250.00
Location &« Surfuce Damages . _ ' *
. Pivs & Pad 1,250.08 1,000.60
Prepare Location & itoads 3
iocation x Pits 3,000,00 3,000,080
Jank sattery Pa 730.00 ——————— j
Clcean location & pits 750,00 730,00 :
1,000.00 1,000.00 |

9,500.,00 9,500,00 5

Special Services: ‘
Drillstem tests, {4 U $650.00) 2,600.00 2,500.00 1
Electric logs 3,56U.00 3,500,00 ;
Mud logging unit (20 cays @ $140.00) 2,800.00 2,800.00
Pulling unit (38 brs & $30.00) 1,080.00 —————
iloustab crews (3 days & $300.00) 900,00 —————

Ceaent & Cement Services

Intermediate
0il Scoring

, 300,00
,830.00

500,00

= o

2,500.00

230.00

Zexrforate « Treat
Corrclution logs & pecrlorating 1,000,.00 ————————
Treaiing («=w,000 gal brine/+0,000;7 san 7,000,00 ——— e

Suservision « Overhead 1
Geological 2,000,090 2,500,0uU
Enziacering 2,000,00 1,506G.00

750.00

TOPAL DRILLING EXPENSE.....3150,205,00
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DeEwiE B, LEACK -
ATTORNEY AT LAW
205 NORTH LiNAM STREET
P EXPRESS 3.871) HoBBs, MEw MEeXico 88240

ooy P. O. Box 158
e

>
-

September 23, 1970

New !Mexico 0il Conservation Commission
P. 0. 2088

Santa Fe, New Mexico , LSVQ, /

RE: Corine Grace
Indian Hill
ATTENTIQON: O. L. Porter Unit #1
Eddy County,
Naw Mexico

Lear .ir. Porter:

My client, B & E, a common carrier within
New Mexico, preformed services by ihe hauling of water
to the above captioned well, which is located 1650
feet from South line 1750 feet from East line of sec-
tion & Township 215, Range 24 East of Eddy County, iew
dexico.

The total charges for the services was
315, lL\.8A. This service was rendered between July 7
and September 16, 197C. One payment was received on
Lusgust 24 1n the sum of $2,818.64, leaving a balance
of Ul2,32L.2 Within thﬂs total sum, 728.06 1
rendered to the City of Carlsbad well ;71 in sectlon
25, Township 228, Range 26E, being €60 feet from South
and 98C feet East in Section 25.

I understand there was a fcrced pooling
with oke1l and Marathon on this Indian Hill Unit.
Demands nhave been made for payment but has not been
received. 1 felt that the Commission should be
aware of this matter because I understand this is on
state land and the forced pooling was grantea tc the
~
Graces.

Yours very truly,

/ e

/
7
- R S A
S . £
f\..L/ “f /// T G A
P T ey
JAJtI_LJ Jony AJ_A FQC DN

, R v )

cc, . <. Gl Con. Domn
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CERTIFICATE

I, Lyle Quintana Johnson, Abstrocter, bonded and insured
as required by laws of the State of New Mexico, and with my office
located in Room 137 of the State Lond Office Building, do hereby
certify that I handle and keep records of the various leaseholds
beloncing to Michael P, Grace and Corinne Grace, his wife; and
state that they hold some ninety oil and gas leases, more or less,
issued by the State of New Mexico, covering approximately 39,000,00
acres of land, nineteen of which were purchased last year in the
southeastern part of New Mexico, at a cost of approximately
$202,000,.00; and three of which were purchaseé at this year's
January sale, at a cost of approximately $24,000.00; and that in

s N
[S]

e +han
R A -~

ey held some sixty Federal oil and gas leases,

addiiio: 1o
covering aovproximately 56,000,000 acres of land, situated in

i Mexice; as well as araut nine Indian leases issued for oil and
gas minin¢ purposes, covering some 5,738 gcres of land, wore or less,

all located within the State of New Mexico.,

DATED atv Santa Fe, MNew Mexico, this 4th day of Februaxy,

N

19659, at 5:00 o'clock p.mw.

o4

, Ly
/4d4~[; el o oo g
A ~Lyle Quintana Jobnson,

Ponded Abstracter




NEW MEXICO QI CONSERVATION COMMISSION

WELL LOCATION AND ACREAGE DEDICATION PLAT

All distances musl be from the outer houndaries of the Sectiun

Form (T-102
Superaedes (148
Fitective 14-6%

Corinne

Ground L_;Zt-l Flev.

0.8

Morrow Undes. North Indian Hills 160

Cpoetater Lelae [ hell Moo, ‘—-T
KEXXKKAX GRACE Indian Hills mooad 1 ,'
At Letter vection Townahtp Hanqe ‘.'lr“unl) h Tt T T -
J 8 21 SouTn 24 EasT Eppy
Aztua) Foologe Location of Well: -
1650" teet tnm the SOUTH Lneans 1750 fral tom the EAST e
Producing Formation Paal Dedicated Acreage:

1.

2.

Qutline the acreage dedicated to the aubject weil by colored pencil or hachure marks sn the plat below,

If more then one lcase is dedicated to the well, outline each and identify the ownership thereof (buth as to working
interest and royalty).

. i more than one lease of different ownershij is dedicated to the well, have the interenats of all owaers been consoli-

dated by communitization, unitization, force-pooling. etc?

{71 Yes [] No

If snswer is *‘no!’ list the owners and tract descriptions which have actually been consoliduted. (Use reverse side of
this form il necessary.)

If answer is *‘yes.’ type of consolidation

No allowable will be ansigned to the well until all interests have been consolidated (by communitizuiion, unitization,
forced-puoling, or otherwise) or until 8 non-standard unit, e!liminating such interesta, has been upproved by the Commis-
sion.

CERTIFICATION

| hereby certify that the information cons
tained herein is trve and complete 10 the

bast of my knowledge ond belief.

Z?j umﬁz\i %‘/;-17

Poesition

; Agent

Cempany

Corinne Grace

Date

L Decexber 16, 1968

I

1

e e
1 i

i . I heraby certify that the well locotion

! i
) i i

; i

shown on this plat was plottad from field
notes of actuol surveys mode by me or
under my supervision, and thot the some

1730 ic

true 3nd correct to the best of my

! knowledge ond teirer.

Catveyed

Dot niingil
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C. SOVLE SUTLER SLACKRCIK Cil COMPANY

Consulting: Petrolcum Engincer Property Munagement
40G N MARIENYCLO, RM. 10D IREDORNRS EC ARLA CODE 915
MIOLAND, TLXAS 79701 , As of sanuary 1, l‘)‘/)Q PHONE MU 4:7762

SCOPE O OUVHRATION:

Y

retroicewn Appraisals, Properiy Maragcowent, Driiling and demedial Well Coumpletions.

T,
b:\?ﬂ\;bnu&:

LSt

Lo R hraid®
REFR

0. lioyle Butier, B.S. Degree, Mechanical Eagincering (revrolews Option) from
Oiinhona Stawe Unilversity in January, 1957. Mr. Butler has a total of 12
vears engincering expericnce. The first 5 years he worked for Texaco, Inc.

in jndrews and Sundown, Texas and l{obbs, New Mexico. This time was general
{ield wori concerned with drilling, producing, autonstion and the installation
of a pilot water(lood. The following yecar ne worked as Assistant Operations
Engincer in Texaco's Hobbks District Office. Froa February, 1963 through i“arch,
1965, Mr. Butler worked overseas with Texaco affiliated companies; 4 months.
in Libya directing desert drilling operations and 21 months in Indonesia as
Senior Production Engineer,

Upon his return from overscas, Mr. Butler worked 14 months as a completion’
and ©.  .cion enginesr for Adobe 0il Company, Midland, Texus. During this
tirme ne supervised the Tield compliletion work on approximately 32 wells in
tne Permian Basin. Adobe is a Petroleum Consulting and Property Management
Coupany opereting primarily within the Permian Basin. Their operation is
guite varied and afforded an excellent introduction and background ror the
consulting business. .

On July 23, 19566, Mr. Butler joined W. B. Nichols and formed the consulting
firm of Wichols, Butler & Ascociates, Midland, Texas. Wnile a partner in
this £ .o he acquired consideravle expericnce supervising high pressure gas
drilling and coupletion operations in Lddy Counity, New Mexico. Also gas and
0il well completion operations in Schleicher and Menard Counties, Texas.
While with this firm he atiributed a large amount ol time to mineral evalua-
tions and property management.

On Junc 1, 1987, Mr. Butler formed Blackrock 0il Company to operate and manag
oil and gas properties in conjunction with appraisal and well coapletion work
on a consuliing vasis. Curreatly, in addition to Blackrock's operations,

Mr. 3utler is the Consulting Manuger for Cnase Petrolewn Company, Kimberly
and Associates, and The Fundamental 0il Corporations' driiling and producing
operations in West Texas and New Mexico.

Registered Professional Engineer, State of Texas Registration No. 25243.

oIS
525,030, Worksen's Coapensation, States of Toxas and New Mexico.
£1.00,086. /5300,000. /3100,000. ruolic Lisbiliuvy.
$100,000. /5300, 000, /$10, 000, Automobile Puclic Limbility.
IR
Floyd Veado, o. R HUGCY COrporatioir, iiaGiaaini, CTuXdad.

e ey T sy i O R B S T SRR S, B T~ a - < s 3t 3 NVt
Shocrelord Keeder, Redivor and indenendens Oii & Gos Operavor, Midiand, Texas.

. W. (I4c) iloveledy, Adove Gil Coupany, Mid.and, Depasw
o~ m R, . . - N < -y ~ TN o t .
Midcioana nwational Bank, Midlana, Texas, {¥inancial). L
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cosT FICURES FOR INDIAN aasm-mnnu__gms FIELDS
Contractor 3 Aversge
Total Total How Footage Mud ‘Cost Per
. OPERATOR pepth _ tost Conpleted Bid Bill Toot .
arperl Atlantic 7690 N.A. £9,39 to 7800° N,A, Hohe
_union 041 Cou 9755 6221,952,00  — pry Hole 59,40 N, A, §22,96
» Sun 01l Co. 9300 $208,800.00 pual $9,00 N, A, $22,%3
¢ Redfern Dev, COrps 9500 $195,130,00 pual $9.50 »s_xo.ooo Bat, $20,3%
L Marathon N. Indian ’ :
gasin #1 10,100 s380,553.oo pual N.A. $u7,uzo.oo $37.68
s N, Inpdian Basin g2 9500 255,298,00 pual $10.23 $25,000 B3t, $22.909
penroc 01l CorpPe 9560 210,897 .25 pusl N, A, N A, $22,06
. -~
John H. IXifS e 2 9u76 $225,000.00 single NoA. &29,000,00 323,74
John H, Trigf rcJ" 7850 __N.A. single $9.090 515,000,00- N A,
R, Lowe fi Indian Hills 10,202 5343,983.10 Sinrle N, A. NyA, $33,68
Indian Basin #1-C 9l03 §2og,1815.28 __Single N.A, N A, 22,28
R, N, Bnfield \ 89l $165,900.00 2zLe §25,000,00 $19,23 —
’ ( . o, Henagan 1-D 7366 $158‘627,1&6 Single N, A, 514,000 B3t §21,'1} :
1 R ' :
e ATE (a1l othors actu\l‘i,’..».rator s costs.)} e
averaze, 0738t t. 4552
R
S - ) % o \

,r'-‘"”

N .
.- s T
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BLACKROCK OIL  “PANY

46 N. Mari
Midiand,

APPROPRIATION FOR_EXPENDITURES (Foot e Gonlr,

dperal o Gorine Grace

ceunfela, . 103
Texas 74701

'1(‘1)

Dat

Al N, IR

¢ January 30,

190G

North Tadiqan

Lease: Foderald Well Noae 1 icld: dlills Morrow County: i.ca,; N.o MeX.
Location: Secetion 8, T~21-8, R-24-1
Coupleted Well To Casing Point Actual

Location and Roads N S 1700 $ 1200 S
Damagcs . 250 25¢
Footage Contract: 10,0000, @ 9, 1p¥ oot 91,000 41,000
Day Work: 2 _days @ _1350 /day 2700 2700 g S
Cement and Cementing : 3200 - 280()4,./7 e
Float Equipwent, Bt 500 300
Mud and Chemicals v 9000 ~ el
Testing 700 700
Logging 1500 ¢ 1500¢
Water 5(i0) 250
Truckinyg 00 hoo 4
Perforating 1100 ¢ -
Treating 7000 ¢ ——=
Completion Unit 2400 -
Labor (Includes labor to install battery) 1500 * 200 -
Overhead and Supervisioa 25002 1600 ¢
Contingencics, 5%, 2% 63001 2200 v

TOTAL INTAN(IBLES $ 132,150 S_11%,100 $
Surface Casing: 300 ft. @ 5.50 1650¢ 1650~
Intermediate String: (1) f{t., @3.22/4.02 10,650 / 10,650 -
Well Head 11 3/6 x 8 5/8" x 4, x 2 3/8, 1500 6000 500 o
0Ll String: _(2) fr. @ 1.66/1.97 18,000
Tubing:1¢,000 ft. @ 93¢ (All N-80) 5300
Rods and Pump . ——=
Pumping Unit ‘31’. ) —==
Prime Mover 50 i
Misc., Connections 2}‘1/ SCQY 150v

TOTAL WELL TANGIBLES § 46,100 $ 12,950 $
“anks 3000 B
“vreater Scparator 3500
Connections, Line Pipe, etc. 1700

TOTAL TANK BATTERY 5 5200 $ -~ $

TOTAL COST & 1804450 5 127,050 b
Tn acconnt . v N/A your __Fworking interest
shave of the ahove - @ imate is § o

o

(1) 25507, 2he =55 i 050, 32
(2) 5536, 11.0# J-55 and 45007

Loo# N=5y

PN

i
!
t
’

G55, s 5/8tT
SRR 0y B A2
* Tpciudes recent wade il'xct‘bhsc‘- to . deilling crcws, '
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BLACKROCK OIL COMPANY o '7
406 N, Marienfeld, Rm, 103 . -
Midland, Texas 79701 //&/ 7
APPROPRTATION UOR_EXPEMDITURES (Turnkey Contract) - AFE No. 119
Operator: Corine CGrace Date: January 30, 1969
North Indian
Lease: Federal Well No.: 1 Field: }1ills Morrow County: Lea, N, Mex,
Location: Scetinn 8, T-21-8, R-24-1
. Compl¢ted Well To Casing Point Actual
Location and Roads $ 1200 3 1200 3
Damages 250 250
Feetese Contract: 10,000ft, @ Turnkd¥oot 31,500 134,500
Day Work: --- days @ --- /day TK
Cement and Cementing 1K
Float Equipment, Ete, T
Mud and Chemicals TR
Testing TK
Loggaing TK
Water IR
Trucking TR
Perforating 1100
Treating 7000
Completion Unit 2400
Labor (Includes labor to install battery) 1500 200
Overhead and Supervision 2500 1600
Contingencies, 2% 250 ] 200
TOTAL INTANGIBLES § 150,100 L 137.150 $
Surface Casing: 7300 ft, @ 5.50 1650 1650
Intermediate 5S¢, i: (1) (x, @3.,22/4.,02 10,650 10,550 )
Well Head Y0 3/ x 8 5/8" x 45 x 2 3/8, 1500 0000 500
0il String: (2) ft, @1.06/1.97 18,000
Tubing: 10,003 ft, @ 93¢ (All N-80) 9300 B
Rods and Pump B _ L
Fumping Unit . e o
Prime Mover o L B
Misc. Connections 5000 D o .
TOTAL WELYL TANGIBLES S h5,100 § 12,950 S
Tanks 3000 N
Treater Separator 3500 B
Connections, Line Pipe, ete, L1700 _
TOTAL TANK BATTERY 3 8200 $ : _
TOTAL €OST § ook, 700 0w 150,400 S
In account with N./"\ R o o , your 7 tg‘Ol’l(i}]f; interest

share »f che ahooo estimate is S

(1) 25507, 244 1255 and 6507, 327 J-55, 8 5/5" 7
(2) 55007, 11,64 J=55 and LG0T, 11 6% No8O, B 1 ur VQ/Q?Q)

Includes recent wace incroase to Jdril’ ' o crews. Q. DOVLE BIECLLR

B3
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JASON W, KELLAMIN
ROBERT £.1OX

011 Conservation Commission of New Mexico
P. 0. Box 2088
Santa Fe, New Mexico 87501

Gentlaemen:
Enclosed 1s the application of Corinne Grace for

an order force pooling a standard drilling and
proration unit in the Indian Hills-Morrow Gas Pool,

KELLAHIN AND FOX
ATTORNEYS AT LAW

54, TAST SAN FRANCISCO STREEY 4
POST OFFICE BOR 1769 o TELEFHONE 982-4315
SANTA FE. NEW MEXICO 87501 i Area CODE 505
£
=

o -
w/";’:-‘ ,-_y\'»_ 'L‘// [ //

-

Dec. 12, 1968

Eddy County, New Mexico.

It is requasted that this application be set for hearing
before the Commission's examiner on the riext avall-
able hearing.

Yours very truly,

1

.:"k ((—q(.\v._ [ '\. a WL k_\

JASON W. KELLAHIN
LTWK : 883

DOCKET MERED

PR S P ,-r(;/

\T\




3RFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

APPLICATIOM OF CORINNE GRACE

FOR AN ORDER FORCE POOLING

SECTION 8, TOWNSHIP 21 SOUTH, , L
RANGE 24 EAST, EDDY COUNTY, NEW N
MEXICO S

APPLICATION

— emm  amm M e G an e e W

Comes now Corinne Grace and applies to the 011 Conservation
Commission of New Mexlco for ar order force pooling all interests
in and under Section 8, Township 21 South, Range 24 East, N, M. P,
M.. Eddy County, New Mexico, insofar as the Indian Hills-Morrow
Gas Pool 1s concerned, and in support thereof would show the
Commission:

i. Applicant is the owner of the SE% of said Section 8, and
has the right to drill on sald tract, and proposes to drill a well
ior productior from the Morrow formation.

2, Under the provisions of Rule 2 of Commission Order No.
R-3081, special rules and regulations for the North Indian Hills-
Morrow Gas Pool, a standard drillinz and proration unit consists
of 640 acres, ocomprising a governmental section,

3. Avpllcant is informed and bellieves, and therefore states
the fact to be that Shall 011 Company is the owner of the mineral
interest in the N3 of Section 8, and Marathon 011 Company is the
owner of tne mineral interest in the SW: of sald section 8, insofar
as the Morrow formation 1is concerned.

4, The owners of the mineral interest under the standard
drilling and proration unit, consisting of Section 8, have been
unable to agree to pool thelr interests,

5. Applicant proposes to drill a well on sald unit, and
in order to recover her just and equitable share of the oll and/or

gas underlying her acreage, it 1s necessary that gald Section 8 be




pooled, insofar as production from the Morrow formation, and from
the North Indian Hills-Morrow Gas Pool, is concerned, and said
sestion being located within one mile of the outer boundaries

of the North Indian Hills«Morrow Gas Pool, as defined by the Com-
mission, a standard 640-acre standard unit should be formed for
such well.

WHEREFORE appllicant prays that the commission set this appli-
cation for hearing before the Commission or before the Commission's
duly appointed examiner, and that after notice and hearing as required
by law, the Commission enter its order force pooling all of the oil
and gas mineral interests in and under Section 8, Township 21 South,
Range 24 East, insofar as production from the Morrow formation, and
from tha North Indian Hills~Morrow Gas Pool, 1s concermned.

Applicant further prays that the Commission designate her ss
operator of sald unit, and make suitable provision for recovery of
her costs incurred in the drilling, complstion, supervision and
operation of sald well, from any gg;-consenting owners, and including
a sultable risk factor for the i1isk involved in the dr!lling of
a wall or wells on sald tract, to be recovered from any non-
consenting owner's prorata share of production, togf&eather with
provision for the recovery of the costs of operation of sald well
and supervision thereof, and such other provislons as may be proper
in ihe premisss.

Respectfully submitted,

CORINNE GRACE

Y@JLAHIN & FOX
P, 0. Box 1769
3anta Fe, New lifexico

Attorneys for Applicant
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING S
CALLED BY THE OIL CONSERVATION ////i,
COMMISSIGN OF NEW MEXICO FOR (.
THE PURPOSE OF CONSIDERING: | }
: CASES NOS. 4017 AND 4043
: //}/(/ HEXXKXAXKX
L / “
ad Order No. R-‘;T;Z45

CONSOLIDATED CASES: //{
APPLICATION OF CORINNE
COMPULSORY POOCLING, EDDY COUNTY,
NEW MEXICO;

APPLICATION OF DAVID FASKEN FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMiSSION:

This cause came on for hearing at 9 a.m. on February 5 | 1969 ,
at Santa Fe, New Mexico, before Examiner _Daniel S. Nutter

NOW, on this day of March , 1969 , the Commission, a
guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, anéd being fully advised
in the premises,

FINDS:

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

matter thereof.

(2) That Corinne Grace filed an application with the Commis-
sion Necember lb, 1965, seeklny ain ordaer pocling 21l mineral
interests in the Morrow formation underlying Section £, Tcwnship
21 South, Range 24 East, NMPM, North Indian Hills-Morrow Gas
Pool, Eddy County, New Mexico.

(3) That the aforesaid matter came on for hearing on
January £, 1969, and was continued, at the request of the,appli-
cant, to February 5, 19269.

(4) That David Fasken filed an application with the Commis-
sion January 10, 1969, soceking an order pooling all wmineral

interests in the Morrow formation underlying sald Section %,
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CASES NOS. 4017 AND 4043

(5) That Corinne Grace has the right to drill and proposes
to drill a well 1650 feet from the South line and 1750 feet from
the East line of said Section 8.

{6) That David Fasken has the right to drill and proposes
to drill a well 1980 feet from the North line and 2105 feet from
, the East line of said Section 8.

(7) That both applicants seek to be designated as the opera-
: tor of the unit to be pooled.

(8) That the aforesaid applicants have not agreed to pool
their interests.

(9) That to avoid the drilling of unnecessary wells, to
' protect correlative rights, to prevent waste, and to afford to
the owner of each interest in said unit the opportunity to
recover or receive witnout unnecessary exXpense his just and
fair share of the gas in said pool, all mineral interests,
whatever they may be, in the Morrow formation underlying said
Section 8 should be pooled to form a 640-acre unit, that the
well for said unit should be drilled at the proposed location
1650 feet from the South line and 1750 feet from the East line
of said Section 8, and that Corinne Grace should e designated
the operator of the subject well and unit.

(10) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of production.

(11) That ary non-consenting working interest owner that
does not pay his share of cstimated well costs should have with-
held from production his share of the reasonable well cosuts plus
1a additional 30% thereof as a reasonable charge for the risk

irvolved in the drilling of the well.

{12) That any non-consonting interest owner should be
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CASES NOS. 4017 AND 4043

afforded the opportuﬁity to object to the actual well cecsts
but that said actual well costs should be adopted as the

reasonable well costs in the absence of such objection. 3

(13) That following determination of reasonable well costs,

any non-consenting working interest owner that has paid his share

© e g s

. of estimated costs should pay to the operator any amount that

mnginn tn,

reasonable well costs excoed estimated well costs and should

receive from the operator any amount that paid estimated well

costs erceed reasonable well costs.

(14) That $100.00 per month should be fixed as a reasonable
charge for supervision for the subject well; that the operator
should be authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-consenting
working interest, and in addition thereto, the operator should be .
authorized to withhold from production the proportionate share of
actual expenditures required for operating the subject well, not
in excess of what are reasonable, attributable to each non-
consenting working interest.
(15) That all proceeds from production from the subject

well which are not di;bursed for any reascn should be placed in
escrow to be paid to the true owner thereof upon demand and proof
of ownership.

IT 1S THEREFORE ORDERED:

(1) mThat all mineral interests, whatcver they may be, in the
Morrow formation underlying Section 8, Townshiip 21 South, Range 24
East, NMPM, North Indian Hills-Morrow Gas Pool, Eddy County, liew
Mexico, are hereby pooled to form a 640-acre gas proration unit
to be dedicated to a well to be drilled 1650 feet from the South
line and 1750 feet from the East line of said Section 8.

(2) That Corinne Grace is hereby designated the operator
of the subject well and unit,

(3) That the opecrator shall furnish the Comuission and each

ROOWN WOrKING incercest owner  Lnoowine S penil a1 el R Bnn
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CASES NOS. 4017 AND 4043

"schedule of estimated well costs within 30 days following the
date of this order.

(4) That within 30 days from the date the schedule of
~estimated well costs is furnished to him, any non-consenting
; working interest owner shall have the right to pay his share
é‘of estimated well costs to the operator in lieu of paying his
~ share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as provided
}fabove shall remain liable for operating costs but shall not be
liable for sk charces.

(5) That the operator shall furnish the Commission and each
j}known working interest owner in the subject unit an itemized
- schedule of actual well costs within 30 days following completion
%]Of the well; that if no objection to the actual well costs is
received by the Commigsion,and the Commission has not objected
within 60 days following completion of the well, the actual well
costs shall be the reasonable well costs; provided however, that
if there is an objection to actual well costs within said 60-day
period, the Commission will determine reasonable well costs after
public notice and hearing.

(6) That within 30 days following determination of reason-
able well costs, any non-consenting working interest owner that
has paid his share of estimated costs in advance as provided above
shall pay to the operator his pro rata share oif the amount that
reasonable well costs exceed cstimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

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

{A) The pro rata shave of reasonable well costs

attributable to ecach non-consenting wooking




EE;ES NOS. 4017 AND 4043
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs 1s
furnished to him.

(B) As a charge for the risk involved in the drill-
ing of the well, 3¢ % of the pro rata share
of reasonable well costs attributable to each
non-consenting working interest owner who has | '
not paid his share of estimated well costs
within 30 days from the date the schedule of
estimated well costs is furnished to him.

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced

the well costs.

Pan S8
(9) That SJAQO ~ per month is hereby fixed as a reason-

- able charge for supervision for the subject well; that the operatcr

is hereby authorized to withhold from production the proportionate
share of such supervision charge attributable to each non-consenting
working interest, and in addition thereto, the operator is hereby
authorized to withhold from production the proportionate share of

actual expenditures required for operating the subject well, not

14

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

(10} Tha. any unscvered mineral interest shall he considered
a seven-eighths (7/8) working interest and a one cighth (1/8) roy-
alty 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 atbriputable Lo royvallty interosts,
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' CASES NOS. 4017 AND 4043

(12) 1That all proceeds from production from the subiject well
- which are not disbursed for any reason shall be placed in escrow
~in Eddy County, New Mexice, to be paid to the true owner thereof

"upon demand and proof of ownership; that the operator shall notify

'~ the Commission of the name and address of said escrow agent within

90 days from the date of this order.

(13) That jurisdiction of this cause is retained for the
; entry of such further orders as the Commission may deem neces-
. sary.

1 DONE at Santa Fe, New Mexico, on the day and year hereinabove
: designated.
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July 16, 1969

. BEFORE THE OIL CONSERVATION COMMISSION
{‘ OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR J//
§ o

THE PURPOSE OF CONSIDERING:
A

} poE CASES NOS. 4017 AND 4043
A Order No. R-3713-A
CONSOLIDATED CASES: e

APPLICATION OF CORINNE GRACE FOR ;%**’
COMPULSORY FPOOLING, EDDY COUNTY,
NEW MEXICO;

APPLICATION OF DAVID FASKEN FOR
COMPULSORY POOLING, EDDY COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing de povo at 9 a.m. on July 16,
1969, at Sarta Fe, New Mexico, before the 0il Conservation Commis-
sion of New Mexico, hereinafter referred to as the "Commission,"

NOW, on this day of July, 1969, the Commission, a
quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
JAJ/;.‘W“{A

e sy - w e -

e L Te e E
pateél (el esi., 2 e e
Ay S Y T

(2) That the applicant for the hearings dg novp, David Fasken,

.

T S , . :
has requested that tgg applications foxr.hearings de novo in Cases

Nos, -491%-and 4049 be dismissed,
(3) That the applicant's request to dismiss the applications
for hearings de novo should be granted.
s
(4) That within 35'days from the date of this order, any

non-conscenting working interest owner in the pooled unit compris-~

ing all of Scction &, Townshin 21 Soath, Range 24 Bast, AP,
. . . \ . . " f
North Indian Hills-Morrow Gas Pool, now the Indian Basin-Morrow.Pa hyﬂ’
3 " ,’ i * ﬂ : _v‘ * ¢ - *x X
sl "oa s ‘A A : ]

.

v 4 ,&{’

; ’ \ / s j - . .
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CASES NOS. 4017 AND 4043
Order No. R-3713-A
his share of reasonable well costs out of production, and that any
such owner who pays his share of estimated well costs as provided

above shall remain liable for operating costs but shall not be

liable for risk charges.

(5) That in all other respects Order No. R-3713, issued by

the Commission on March 25, 1969, should be fully approved,

ratified, and confirmed.

IT IS THEREFORE ORDERED:

(1) That the applicationsof David Fasken for hearings Qﬁ
novo in Cases Nos. 4017 and 4043 are hereby dismissed.

(2) That within 4@ days from the date of this order, any
s non-consenting working interest owner in the pooled unit compris-
ing all of Section 8, Township 21 South, Range 24 East, NMPM,
Neorth Indian Hills-Morrow Gas Pool, now the Indian Basin-~-Morrow

Gas Pool, Eddy County, New Mexico, shall have the right to pay

his share of estimated well costs to the operator of said unit

in lieu of paying his share of reasonable well costs out of
production, and that any such owner who pays his share of esti- ‘
mated well costs as provided above shall remain liable for
operating costs but shall not be liable for risk charges,

(3) That subject to Ddrder (2) above, Order No. R-3713,
issued by the Commission on March 25, 1969, is hereby }ully
approved, ratified, ana confirmed.

(4) That jurisdiction of this causc is retained for the

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

DONE at Santa Fe, New Mexico, on the day and year hercinabove
designated.
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’ GRACE FOR COMPULSORY POOLING,
EDDY COUNTY, NEW MEXICO.
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