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_ i{ POOLING, EDDY COUNTY, MEW MEXICO;

|| APPLICATION OF TEXAS OIL AND GAS

|
I :
I ‘
| |
| !
o - !
! . BEFORE THE OIL COMNSERVATION COMMISSION
g —— OF THE. STATE OF MEW MEXICO. =
|| IN THE MATTER OF THE HEARING
| CALLED BY THE OIL CONSERVATION
| comMzssION OF WEW MEXICO FOR , ~ .,
|| THE PURPOSE OF COMSIDERING: | 1

CASES Nos. 4354 and 4428
Order No. R-4033

| APPLICATION OF MICHAEL P. GRACE
AMD CORINNE GRACE FOR COMPULSORY

AND

CORPORATION FOR A NOM-STAMDARD GAS
SPACING UNIT, EDDY COUNTY, NEW MEXICO.

3 .

oRnEn OF COMMISS ICN
SI0M:

This cause came on for hearing at 9:30 a.m. on September 16, |
11970, at Santa Fe, MNew Mexico, before Examiner Daniel § MNutter.

MOW, on this_ 209  day of _October 1970, the Commission, a
quorum being present, having considered the testimony, the record,
and the reccmmendations of the Examiner, and being fully advised
in the premises, ' '
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(1) That due public notice having been given as required by |

-Elaw. the Commission has jurisdiction of this cause and the aubject!

{
¢

matter thereof.

{2) That Michael P. Grace and Corinne Grace filed an applica-
’tion with the Comeission April 22, 1970, seeking an order pooling
;iall mineral interests from the surface of the ground down to and
iincluding the Morrow formation underlying the N/2 of Section 11,
' Township 23 South, Range 26 Bast, NMPM, South Carlsbad Field,

T BAdy Couiity, New Mexico, said acreage to be dedicated to a gas
well to be drilled at a standard location in either the NE/4 NW/4
‘or the NW/4 NB/4 of said section 11.

]
I
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‘ (3) That Toxaa 011 and Gaa COrporation filed an applicntion
iwith the Commission August 31, 1970, seeking approval of a 240-acre
non-standard gas proration unit comprising the B/2 NR/4, Sw/4 ¥E/4,
W/2 Wi/4, and SE/4 NW/4 of said Section 1l to be dedicated to a
well to be drilled at a standard location in the N/2 of said Sec-

tion 1l to test any and all formations from the surface of the
ground down to and including the Morrow formation.

[ i

(4) That the aforesaid watter came on for hearing on
i Seqptember 16, 1970, as consolidated cases.

1

i - (5) That Michael P. Grace and Corinne Grace have thc right to

- ; drill and propose to drill a well at a standard location in either |

s e o lehe-MR/4 WW/4 or the NW/4 NE/4 of said Section 11, to test any and |

' ¢ all formations from the -urtaco of the ground down to and 1nc1udind

: the Morrow formation. i ‘ ;
(6) That Texas Oil and Gas Corporation has the right to

Harill and proposes to drill a well at a standard location in the :
1IN/2 of said Section 11 to test any and all formations from the L

Lo % ' surface of the ground down to and including the Morrow formation S
o £ . jand to dedicate the acreage as described in Finding Wo. (3), _
z ‘| above.

R, e M et
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: o A !hat there are intcrott ‘owners in the N/2 of -aid Sec-
. ‘ition 11 who have not agrocd to pool their interests.

(8) That to avoid the drilling of unnecessary wells, o
protcct correlative rights, and to afford to the owner of each
interest in the N/2 of said Section 11 the cpportunity to recover
or receive without unnecessary expense his just and fair share
- : of the gas underlying said half gection, 211 mineral interests,

L : | whatever they may be, from the surface of the ground down &< and
N - : /| including the Mcrrow formation underlying the N/2 of said Sec-
- : {tion 11 should be pooled to form a 320-acre uniti Jdedicated to a

- ! well to be drilled in either the NE/4 NW/4 or the NW/4 NE/4 of
8 : :  sald Section 11, provided the operator of said unit commences
g ~ | the drilling of said well on or before the 15th day of November,
11970, and thereafter continues the drilling of said well with
i §fdue diligence to a depth sufficient to test the Morrow forma-

: 4 tion,
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: (9) That Michael P. Grace and Corinne Grace should be
! designated the operators of the pooled unit and the well to
" which said unit is dedi~ated.
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(10) That any non-consenting working interest owner should
{be afforded the opportunity to pay his share of estimated well

! costs to the operators in lieu of paying his share of reasonable
well costs out of production. '

l - {11) That any non-consentirig working interest owner that
‘does not pay his shara of eatimated well costs should have with-
il held from production his share of the reasonable well costs plus
| an additional 37)y% thereof as a reasonable charge for the risk

i involved in the drilling of the well.

i

o (12) That any non-coasenting imtszést owner should be.
! agforded the opportunity to object to the actual well coata
but that said actual well costs should be ddopted xs the

| reasonable well costs in the absence of such objection.

%T (13) That following determination of reasonable well costs,

il any non-consenting working interest owner that has paid his share

i of estimated costs should pay to the operators any amount that
i| reasonable well couts exceed estimated well costs and should
receive from the operators any amount thai paid estimated well
costs exceed reasonable well costs.

{(14) That $100.00 per month should be fixed as 2 reasonable
. charge for supervision {(combined fixed rates) for the subject
well: that the operators should ke authorized to withheld from -
production the proportionate share of such supervision charge

i attributable to sach non-consenting working interest, and in
addition thereto, the operators should be authorized to withhold
from production the proportionate share of actual expenditures
requirsd for cpsrating the subject well, not in excess of what

i; are reasonable, attributable to each non~-consenting working

i interest.

(15) That all proceeds from production from the subject

" well which are not disbursed for any reason should be placed in

fgc-crow to be paid to the true owner thereof upon demand and
. proof of ownership.

(16) That upon the failure of the operators of said pooled

;unit to commence drilling of the well to which said unit is
| dedicatsd on“ox before November 15, 1970, the order pooling said

“unit should become null and void and of no effect whatsoever.

; {(17) That upon the failure of the operators of said pooled
‘unit to commence drilling of the welli to which said unit is
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dedicated on or before November 15, 1970, the non-standard gas
proration unit described in Finding No. (3), above, should be
approved.

IT 16 THEREYORE ORDERED:

(1) That all mineral interests, whatever they may be, from
the surf‘co of the ground down to and including the Morrow forma-
tion underlying the N/2 of Section 11, Township 23 South, Range

‘26 B;qt, FMPM, South Carlsbad Field, Bddy County, New Mexico, are

hereby pooled to form a 320-acrs gas spacing unit to be dedicated

i to a well to be drilled at a standard location in otthcr the -
: ll/l ¥/4 or WM/4 WE/4 of said Sectiom 11

- | PROVIDED MOWEVER, that the oparators of said unit shall
co-nnco the drilling of said well un or before ‘the 15th day

| of HNovember, 1970, and shall thereafter continue the drilling

of said well with due diligencs to a depth sufficiant to test

"} the xorrow formation;

. PROVIDED FURTHEAR, that in the event said operators do not
commence the drilling of said well on or before the 15th day
of Movember, 13970, Order (1) of this order shall be null and
void and of no effect whatsoever)

IDED FURTHRR, that should said well not be driiled to
conylction. or abandonment, within 120 days after commencement
thc:oof, said operators shall appear before the Commission and
show cause why Order (1) of this order should not be rescinded.

(2) That Michael P. Grace 2nd Corinne Grace are hereby

‘i designated the operators of the subject well and unit.

(3) That the operators shall furnish the Commission and each

5 knebn working interest owner in the subject unit an itemized

| 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

of estimated well costs to the operators in lieu of paying his

" share of reasonable well costs out of production, and that any
. such owner who pays hie share of estimated well costs as provided
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;| 1iable for risk charges.

i paid his share of estimated costs in advance as provided above

| receive from the operators his pro rata share of the amount that

P e ——

above shall remain liable for operating costs but shall not be

{5) That the operators shall furnish the Commission and each
known working interest owner in the subject unit an itewized
schedule of actual well costs within 30 days following cowpletion
of the well; that if no objection to the actual well costs is
received by the Commission, and the Commission has not objected
within 60 days following completion of the well, the actual well
‘costs shall be the reascnable well costs; provided however, that
if there is an objection to actual well costs within saida 60-day

i

;Epcriod the Commission will determine reasonable well costs after ;
i pablic notice and hearing. i

(6) !hat within 30 days following determination of reason-
able well costs, any non-consenting working interest ownexr that has

shall pay to the opexators his pro rata share of the amount that
reasonable well costs exceed estimated well costs and shall

estimated well costs exceed reasonable well costs. i

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

(A) The pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
“furnished to him,

(BR) Az a charge for the risk involved in the drill-
ing of the well, 37%% 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 cosis is furnished to him.

i ot ey

(8) That the operators shall distribute said costs and
charges withheld from production to the parties who advancs
the well costs. :

A (9) That $100.00 per month is hereby fixed as a reasonable
! charge for supervision (combined fixed rates) for the subject
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well; that the operators are hereby authoriszed to withhold from
production the propottionltc share of such supervision chaxge
attributable to each non-consenting working interest, and in
addition thereto, the operators are hersby authorized to withhold
ifrom production the proportionate share of actual expenditures
irequired for operating the subject well, not in excess of what
are reasonable, attributable to each non-consenting working

interest. ‘ :

]
, i
: (10) That any unsevared minsral interest shall be considered 5
la seven-eighths (7/8) working interest and a one-eighth (1/8) rxoy-
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
lof production shall be withheld only from the working interests'
share of production, and n6 costs or charges shall be withheld

from production‘attribut:bleﬁte rovalty interests.

tion from the subject well
shall be placed in escrow
ownaer thereof

(12) That all proceeds from produc
which are not disbursed for any reason
iin Bddy County, Mew Mexico, to be paid to the true
upon demand and proof of ownership; that the operators shall
inotify the Commission of the name and address of said escrow
agent within 90 days from the date of this orxder.

{13) That upon the failure of the operators of the above-
described pooled unit to commence the well to which said unit

is dedicated on or before the 15th day of November, 1970, a
non-standard gas proration unit comprising the E/2 NE/4, SW/4 WNB/4,
w/2 WN/4, and 8E/4 ¥M/4 of Section 11, rownship 23 South, Range 26
|East, EMPM, South Carlsbad Field, Eddy County, &s% Maxice, is
ihexeby established and dsdicated to a well to be drilled at a

|standaxd location in the M/2 of seid Section 11, to test any and

all formations from the surface of the ground down to and
,includinq the Morrow formation.

et et e S A VOAL AR 1o

on of this cause is retained for the %

(14) That jurisdicti
ommission may deem neces-—

%ontzy of such further orders as the C
. sary.
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DOUE at Santa Fe, Rew Mexico, on the day and year hereinabove
dontqnltcd.

STATE OF NEW MEXICO

OIL:COISB CO&HIBSION
\‘ s~_§fk:z{;-*-—w i
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BEFORE THE ;
NEW MEXICO OIL, CONSERVATION - COMMISSION

Santa Fe, New Mexxco

September 16, 1970

EXAMINER HEARING

IN THE MATTER OF:

Application of Texas Oil and
Gas Corporation for a non-

standard gas spacing unit, Case No. 4428

and

Application of Michael P. Grace
and Corinne Grace for
compulsory ‘pooling, Eddy County,

Case Né. 4354
New Mexico. . :
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MR. NUTTER: The hearing will come to ordet’éleése.
Case 4428, app;ic&tidn of Texas 0il and Gas Corporation for a
non-stapdard gas spacing ﬁnit, Eddy County, New Mexico.
Case 4354,¢app1ication of Michael P. Grace and Corinne Grace -

fer compulsory pooling, Eddy County, New Mexico. In the

| absence of any objection 6f any interested‘party I would like at

this time to consolidate cases. Any objections?
MR. LOSEE: No.
‘MR, 1IOPEZ: No.
MR..NUTTER: Cases are consoliéated. I déﬁ;t Know

who would prefer to go first here, the appiicants in the first

‘case’ or the appiicants in the second case. Is there a choice?

MR. LOSEE: Go ahead Mr. Lopez.
wngé;>£0PEZ: Thank you Mr. Losee. My name is Owen

Lopez. I am associated with the law firm of Montgomery,
Federici, Andrews, Hannahs, and Morris and I»émihere on behalf
of the applicant, Michael P. Grace,‘for a compulsory pooling in
Eddy County, New Mexicq. This is in Case 4354, I also
represent Mr. Grace in opposing the application of Texas 0il
and Gas Cofporation'for a non-standard unit in the same section.
At this time, Mr. Examiner, I have two witnesses.

MR. NUTTER: Mr. Losee, do you have any witnesses?

MR. IOSEE: I have one witness.

MR. NUTTER: All witnesses will be sworn at the same

time, please.
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(Whereupon, the witnesses were
sworn,) :

WILLIAM J. LEMAY,

called as a witness, having been firse duly sSworn, was

DIRECT EXAMINATION

BY MR. LOPEZ:

‘Q Wbuldﬂyou‘plédse state youf name?

A William J. LeMay.

Q Your occupation?

A Consuliing geo;ogist, Santa Fe, New Mexico.

Q Mr. LeMay, have you testifieq before the Commission
and are your qualificaticns a ﬁattér of re¢0rd?

A Yes,

HR. LOPEZ: .Are his qualificationsg acceptable?
MR. RUTTER: Yes they are.

Q (By Mr. Lopez) are you familiar with the application
of Michael P. Grace ang Corinne Grace ip Case 4354 for forced
pPooling of the north half of Section 11,‘ToWnship 23 South,
Range 26 East, Soutn Carlsbad Field, Egdy County, New Mexico?

A Yes I am,

A Yes I have.

Q Referring to Exhibit Number 1, would you please

ez 2o
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describe and éxplain»what it meané?fja

A Exhibit 1 is a land plat éf the Caflsbad Field, .
South Carlsbad Field area indicating the completions to dateiv
color coded as to the zones that the various wells are
producing from. Along with this information is located -the
iproration unit which wouid be dediéated td’a<weil drill in tﬁe
north half of Seétionifl, Township 23 South, Range 26 Bast,
South Carlsbad Field, Eddy County, ahd the locations which
would be the choice of standardvlocationé'in that proraticn
unit. They are indicated by small dots of red on the eighty
acres that Michael P. Grace owns in that section.

Briefly reviewing the nature of the South Carlsbad

Field, I‘dAséy that it's basically stratographic accumulation

‘of gas in some ‘four zones of the Pennsylvanian and its an

erratic occurrence. As you can see, the initial well, the
discovery well, drilled by Mobil in Section 12 is a dual
completion from the Atoka and Morrow. It has indicated
production in the Strawn and a zone that has not been completed
to date in what they call the Canyon Line above the Strawn.
It's the highest well structurally in the field and looks like
it has the greatest reserves because of the various zones
producing, all four indicated to be productive. Other wells
are the Superior-Collat located in the southwest éuarter of

Section 1 which is completed in the Strawn and the second

Pennzoil Well, the Gulf Federal in the southeast corner of
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’by most wells drilling in the area.. A summary of my Exhibit

Sectiqn 1 gnd the m@rgiqal Morrow completion drilled by Morrow-
intwell in Section 6. Indicdted production froﬁ the ‘Morrow
also in Section 31 but 1 have not received completion
informatidﬁ on this well to date. That is indicated by a
ci¥cle in fhe southwest corner of 31, 22 S;uth, 27 East.
ME. Gr”iace,':iS""cn:renﬁ,ly;ijériflling, a well in Section 25 of 22
South, 25 East. This well would be 660 from the south and
1,980 from the east line. Further comméntSfconcetning the
nature of the fie1d~indiqate that thésé zonas are errétic,
that Texas Oil and Gaskdid drill a well in the southeast corner
of Section 1l1. This Qéllfhas, I nnderstana,Anot been completed
to-date. Theyzhadvﬁhét looked like a nonrcomméicial show of
gas on thernorfow-which they attempted compietion on and the
Atoﬁa zone which is a drill stem tested well. The current
status of this well is not known to me at this time. I think
that there will be some testimony fégardihg it in the future;
I will confine my comments to the field proper and the nature
of the gas accumulationa.

Exhibit Nﬁmber 2 is a well-cost estimate of drilling
a well in the South Carlsbad Field showing both single and dual
completions and I think, without going into each item, I think
the cost of these wells can be agreed is quite high for the
Perﬁi&n éﬁsin‘exploration in southeast New Mexico. The cost

runs high. A lot of it is lost circulation which is encountered
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Number 2 is at the bottom where I estimate a total cost for
dry hole at $348, 350.00 -~ I'm sorry, $268,950.00, and an
estimated single complétidn, thét's just one zone, would be

$348,350.00, actual completion total estimated well cost

$38§;3§6:55; I miéﬁ&vsayfin regard to this éxhibit these costs

»

are a lot lowzar or lower than the average cost in the field.
Pennzoil encountered, I think, the cheapest weil they'drilléd
to date, about $400,000.00 and I don't have the cost estimates
on Téxas 0il and Gas Company well but they seem to glwéys
exceed the AFE estimates because of the mechanics of driliing
in the area and the various problems of ﬁrying to complete from
£hese zones. Sé in summary, the costs are very»ﬁigh and I'd say|
the risk, the commercial fisk, is quite high when you realize
the high cost in drilliﬁg and completing the well and the |

reserves are thin pays and it's highly risky in a commercial

sense.

Q When you say "thin pays,” and referring to Exhibit
Number 1, are you saying further east and west you remove

yourself from the initial pilot wells which are located in

Section 1 and 12, that the higher the risk that may be involved?

A I think that is always the case, the further you move
from production the nigher the risk factor for commercial
completion. You will notice even the three wells that for gas

well spacing are relatively close together, the three wells in

Section 1 and 12 have a lot happening stratographically in the




b3
i
5
%
[

3

Sty

o e T

?
R

g
=
i
},
i
R
E3
:
i

S vt e RN el

TR

ohov '»

v

srti
FR W

oy
¢
1

dearnley-meier ;2

re
FIR

o~

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTINONY, DALLY COPY. CONVENTIONS

209 SIMMS BLOG.#P.0, BOX 10920 PHONE 243:6601 ¢ ALBUQUERQUE, NEWMEXICO. 87109

FIRST NATIONAL BANK BLDG. EASTSALBUQUERQUE, NEW MEXICO 87108

10
1
12

13

14

15

16

17

18

19

21

22

24

25

pay section between theSe vafious completions. Example, the
Superior-Collat is not a commercial well in the Morrow. ‘The

direct west offget, the Pennzcil Gulf Federal is not a

O

commercial weil in tiie Strawn and the Mobil Discovery Well in

Saction 12 had all these present. You caii move a short

- aistance aﬁd'SEfEEG§tépﬁicAilym;lﬁ;h”out'your pay or even

‘enlarge the thickness or the sands are quite variable in their

.development through here, especiélly';n the Morrow. Tﬁislig

the case generally throughout Southeast New Mexico. The
Morrow has proved to be quite erratic. The Strawn reservoir

is a new reservoir in this particular area. Of course, it

‘produces in the Lusk=Strawn-Field and there are a few other

g#s accumulations between the South Carlsbad Field and the
Lusk but- it has anierratic nature also. It tends to develbb
brieflike characteristics on structure and lose them off
structure. We are talking about a strﬁcture here in Section 12,
a small structure. It is a combination but I thing‘the-
é;ructute is responsible for the stratographic variations in
the accumulation rather than be a controlling factor and rather
than have a blanket-type structure like the Devonian structure
would produce.

Q If the application of Mich§e1 Grace is granted in
this case, what would you recommend to be the cost of

supervision?

A I think the Commission has found in the past that a




. 1| standard supervisory charge, administrative overhead chatqe, is
- 2| $150 per month per well.
o
? 3 Q Based on your study and your well-estimate cost, do
-4 you have an opinion as to what you wo'ulﬂ recommend the ~
5| Commission to set as a penalﬁy fee if the other leaseholder
; ’5 _6| does not voluntarily enter into an operating agreement? = | )
j ij 7 A Consider»i'ng» the High commercial risk involQed in
é 8 | drilling the well, I'd recommerd a maximum of 150% penalty
;’m 9 | clause. | - - -
E 10 Q | That is the makimum ‘the Cozmnis’sibn‘g:an grant? ]
: s :
= 1n}- A Yes. o
é g 12 'MR. IOPEZ: I have no further questions.
% g 13 MR. NUTTER: Does anyone have any questions of
; s 14 | Mr. Lemay?
z ;g 151 - MR. LOSEE: I havé a coufsle ef“‘questions.
o gX
. § §§ 16 CROSS~-EXAMINATION
;'ﬂ_.ji gi% 17 | BY MR. LOSEE: |
3— g%g 18 | Q Mi. LeMay, the proposed loéation is actually directly
iif . %g? 19 | offset to the east by the best wells in the f£ield? '
? % ;é 20 A Would not be a dirasct offset to the east, the west
¥ oo
§ §§ 21 | half of Section 12 has not been drilled to date.
E sz
§ §§ 22 Q Isn't the spacing unit dedicated to the Pennzoil well
g gé 23 | in the north haif of Section 12?
§§§ 24 A That's true. The way the proration units are set up
] . 25 L}n there, the pro‘fations are direé‘f: offsets to a proration unit.

(
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Q And it's a diagonal offset to Pgnnzoil'S‘Gﬁlf Well?

A That's correct.

Q And it would be a direct offset to this Texas Oil
and Gas-Pan Am State No. 1 well? -
A If it's a well, I don't know the current status.

Q@  It's a direct offset? -

A To the.well,wyestirw‘

Q ﬁo’YOu’know when ihe Graces propose to commence
drilling opeiatiéns? |

A I wouldn't féel qualified to answer that. I think
the next wifness could.

MR. LOSEE:_‘That'é all .the qugstioné I have.

MR. LOPEZ: 1If thé;éaare no objections, I would like
£§ introduce Exhiﬁits 1 andi2 in évi&gnce. |

MR. NUTTER: Applicante® Exhibits 1 and 2 will be

admitted in evidence in Case 4354.

(Whereupon Applicahts' Exhibits
1 and 2 were admitted in evidence.)

MR. NUPTER: On your Exhibit 1, you have two little
red dots -—-
A Yes sir.
MR. NUTTER: -~ in your proration unit and they are
identified as choices or standard 1ocation§. This means the
prépdsed locat;on‘would be one of those two dots?

A Those are the two standard locations that would be




N
% 1
¥
: ® 2
5 ¢
| 3
©
f *
= o 4
ary
e s
S s .
. k S
Isel
A 6
<D
f R, 7
. | =N
.
* o—
D 8
’ ]
)
a 9
—
[ —
- 10
<<
[ =]
b —
11
i .
8., 12
z. 2
L ~
. N z °
o
. i -8 b 13
> X.
£
5 > =8 14
3 3wy
: F
o -0
> o 18
2 Z 3%
. . T g
=, ' ..; w =z
: i 2 >z 16
& - ‘gw
o L aZ
s -
B L« 5 17
R ] :;g
) § g
£ = =o 18
¥ X < D
E Mo
i B £ 2
. S 3¢ 19
| . g 1%
z G2
: S sY 2
w oy
T T
§ 34
o
8§ 8% o
g °%
g %°
-
° 53 22
z 972
© o =
x =
Fgs 2
3 52
< -+
O “Ya
w s 24
wv N W
4
25

PAGE 10

drilled if Mr. Grace was the opérator of a well in the north

{half of 11.

MR. NUTTER: So the well would be in either "B" or
"Cc" of Section 117 -
A Yés, in mj information to date, there are no plans
fbf an unorthdddx location in the north half of 11. |
MR. LOPEZ: I believe the next witness éili‘clarify
this.
o MR. NUTTER: As to whether these 1ocations;are
petﬁiséible with respect to the airport and su;h as that?
"MR. LOFBEZ: Yes.
MR. NUTTE§£ Any further guestions of Mr. Lquy?
He may be excusged.
' MR. LOPEZ: At this time I would like to call
Corinne Grace. |

_CORINNE GRACE,

cailed as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. LOPEZ:

Q Would you please state your name?
A Corinne Grace.
Q Are you the operator, Mrs. Grace, of your husband's

drilling operations in Eddy County?

A Thus far, yes.

L b e g
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‘ H Q Mrs. Grace, of course you are famiiiar with your
2 54 ' v
’ 2| husband‘'s application for forced pooling in the north half of

¥

4 A Yes.

;;éf< 5 | Q Mrs. Grace, have you attempted to carry on any - 2
'Egi‘ _ 6 nagotiations;with the other leaseholder, Pan Amefican; as

EE‘ 7 »reghrding a voluntary‘operating égrgement? | |
'ééf 8 a Yes I did ahd we were —- my husband and I were in |
:é? 9 | agreement with everything except theirAcqst, théir’aécounting Q
:E: 10 pr‘ocedure we thought that was astronomical. They didn'£ put
= 4

11 g@ﬁh what th?ir;suﬁérvisor'wdﬁid éét.’.It was sort of like ; '2’_3
12 signiﬁg a‘biéhk check:§e>th§ught. Other than that we thought |
13 | we wére pretiy much in agreement when we were informed they4

14 | farmed it out to this other group.

15 Q Subsequent to these negbtiations with Pan American,
16 | did you come to realize that Pan American had given farm-out to

17 | Texas 0il and Gas-John Hill Neelson Enterprises?

18 A Yes.

i 0 pia you attempt to negotiate with these farm-out

20 | People?

21 A Yes, through you. They were contacfing you. Théy'k

9y |never contacted us, the Texas 0il and Gas group, so we asked

23 |YOu to ask them to send us their anticipated budget and their

operating agreement with Pan American and -~ I mean their

]
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farm-out agreement, I'm sorry, because that is what they wanted

25




“ -7 " 1lus to either farm out to them or carry ourselves. The answer

2| 1 got back from you was that they had gone to drill in the southy

3| half. I called Pan American and they said they had not as yet

4| signed a farm-out agreementfwith*tﬂ;m. We had said we'd cbme
;3 B out. I think we asked you to ask them on a Friday: and you
‘ff "~ 6| could get us the papers and we'd be out to-talk to them on— |- S
E 7 'Wedrlxesda;y. Later I met with Mr. Losee and he«info‘»rmed me that |
é 8| didn't give them enou‘gh time to mdife on. If he'd tOIdﬁme, that
::’? 9| I would have made m&éelf available and my husband would have
E 10 earlier. We didn't know he needed like a week to move his rig i
-g 11" out. | ; .1’
‘ ‘ - . 4
12 Q Were you aware they have commenced drilling of a well | |

13 in the sonuth half of Sectioh 11?2

14 A Yes.

15 Q Are you familiar with the status of this well?
16 A My office is across the road from it and my husband

17 | and I have constantly watched this well much to our

‘18 | disappointment.
19 Q Did you receive any information as late as ten o'clock
20 | this morning as to the status of the well? |

21 A It was flaming and there was no one watéhing it which
22 | is the usual story. We go out and it is burring but there is

23 | nobady there. I hear it's caved in. They promised to send you

209 SIMMS BLDG.» P.0, BOX 10924 PHONE 243-6601¢ ALBUQUERQUE, NEW MEXICH a7ios
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25 | have not received them. All during their drilling I would go by




1\the well and the roustabouts told me they had never seen an

2 engineer,‘never seen a geologist. They had one or two drill-

3|stem teéts that‘they told me neither one showed up for. I was

4 |extremely disappointed in their operations and I;é hoped ﬁ;

5 'ﬁuabaﬁd-.mala‘p.!g ‘farm out to them. I don't like having

6 |gealings with -- 1 think engineers and’geologists’are very

7 iﬁportant people when it comes to an oil well and are needed on

8 |the premises. That is my pérsbnal feeling. Théy»had‘a pooling

9 nnit sitting out there since approximately the 1lst of July.

10 | T understand ii's gone now. 1 don't know what they paid for S

11 | that pooling unit. I know what I paid them tO'Qit“thére. It's

12 [quite engnsive and my husband paia a lot for this jease and

13 |1 haﬁg to see itqih the haﬁdsrof éomeoné'iike éﬁéf who I den‘t
14 tﬁink in this area has operated very”ﬁfﬁdéntly, If my husband
15 t had the money that he put in iﬁié lease in induStfiél ponds or-
16 | blue chip stocks, I would be trying to handlé»juét as carefully.

17 v Q Then you do have an estimate of when you think they

18 | did bottom out?

£ 243-6691¢ ALBUQUERQUE, NEW MEXICO 87108 .
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§E 9 A Approximately early July or end of June.
éi 20 Q Is it true that you have been granted —-
cg
ég 21 A I mean late June:
o
Ei 22 Q Is it true that you have filed an Intent to Drill
. 2% -
vg é% 23 | Form ¢ 101 as to the orthodox location in the northeast quarter
é g% 24 | of the northwest quarter?
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been granted approval by the FAA?

.....

to drill to the bottom of the:Pennsylvanian to testvit, have you

A Yes.

Q When do you intend to drill the well if your

application is granted?

A As soon as possible.

'MR. IOPEZ: No- further questions.
MR. NUTTER: In other wordé, Mrs. Grace, this

location which’you have got Mr. LeMay's map in front of you,

the two little red dots in the north half of Section 11, the

cne on the left is Eheﬂioﬁaﬁipn that you have filed a notice of

P O

Intent and the TAA nas ,

approved that iocation?

A Yes sir.

Q What ahout the 0il Conservation Commission, has it

been filed with the OCC?

A I think so.
MR. NUTTER: But there is no objection as far as the
airport is ccncerned to that location?
A No sir.

MR. NUTTER: Any other questions of Mrs. Grace?

CROSS~-EXAMINATION

BY MR. LOSEE:

Q How much did your husband pay for the 80-acre lease,

Mrs. Grace?
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0il and Gas to drill a well in the north half of Section 11, he

X As I recall, that is part of one that is on the
airport proper and as I recall it was in excess of $100,600.
Q How much per acre, do you Xnow?

A Well, I*'d have to take a pencil and figure how many

acres, It may be on this map -- $226.62 I

Q When Mr. Lopez conVeyed to you the intention of Texas

daid éé&véy*thit intgntibn to you, that you Qihtéd'to drill a
well in the north half of 117 “

‘A Yes he did.

Q.. bid~he(expiain’the necessity of obtaining FAA
:aépfovai tévany location?

A » I don't recall but I am sure it was understood. -

Q bid he also explainlit would be neéeééary'to
qommuniéizeftﬁe leases for this spacing unit gonsistinq of the
north hélf of Section 11 and obtain approval of that agreement
by the Commissioner of Public Lénds? »

A I don’t remember about the approval, I suppose yes.
If we just agreed then I suppose the Commission workg pre;ty
fast, don't they, if everybody is in agreement? We didn’t have
to go to a hearing did we?

Q Were you aware it was necessary to obtain a

communitization agreement approved by the Commigsioner of Public

Lands?

A T am aware, yves, and I think usually, this is my
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opinion. it may not be right,

3

,¢°@e agg,megtmwithume@andw f:”idﬁééfiﬁ'Saﬁf; Fé, that wés Apri1
15, was it not? |
a I don’t have my calendar ip front of me,
MR. LOPEZ: mI think we can ;gree it was April 15.>
Q  (By My, Losee) Ang the e;piration date on lease
'K357 in Section 13 is hoted théze“bh’éhe map, your Exhibit 1,

as being Aprij 18, 19707

A If that is 5 Sunday, T didn't realize j¢ was.

Q It ig,

A I see what yoyu are building up to, Why didn't yony
18 | tell uys if you needed to act faster? I got one through in onevjk

19

day just within the last siyx weeks, /

20 Q Were You aware that our lease was expiring? -
21 A Yes, T was aware your leage Was expiring,
22 Q Mrs, Grace, let me hand you a COpy of a letter dated

23 | August 28, 1970, which was addressed to Mr. Lopez and ask if

24 | You have seen a CopY of this letters

25 A Yes I have,

4 Q This Wednesday You testifieq you were\p:oposing §9u JJVMW; _____ RS
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“were. Well, T think in paragraph 2 on the first page in order

‘contract from Mr, Durrett?

25

Q Are the facts stated in that letter correct?

o 'A “Well, I'g have to read the letter again.
o Please do so. )

A As I recall, when I first read it I dldn t thlnk they
to perpetuate one of the expiring leases you commence drilling
in the south half., I think hagd you told us that you 1nstead of
runn1ng off drilllng you hadad to, You needed 1onger than what
most people consider time to file a Paper in Santa Fe, we would

-4

have ‘made ourselves available. e were in the middle of 2

six miliipn dollar settlemeht of a matter in New Jersey but

I geess we would have walked away and come up here or you could
have come up there and met w1th us. |

Q Anything else that bothers you about the letter?

A Yes, you say on page 2, the Second paragraph from the
bottom, that you had heretofore furnished us with?a copy of
Pan American's contract. I don't know what you furnisﬁed
Mr. Lopez, bhut you did furnish to me through another attorney

an agreement that completely cut me apart as if I didn't even

know how to read, You sent me un agreement between Pan American

and a man in Dallas in regard to the north half which was
completely null and void because you were drilling at that
moment in the south half,

Q When did you receive that copy of that farm-out
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1 A I guess in'May or June, maybe May or June. The day
2( I went to see you everything I asked you you said you didn't

3 ﬁh§w. I asked, "Who can I talk to that does know something?"

i i:”>;7,7' ;; ifv 4| You never furnished me anyone that knew anything. It's been
: ;;ﬁ § | constantly: that way. I went to the well and there was no one
Eii, 6 | there who Xnew anything. I heard you furnished erroneous-
Z EE 7 repoits in regard to youf well. I understand 1£;is caved in
_%_ '§§ 8 | and I'haveé't‘found»our dealings to be very hdppy.
%v :t? ol o Back to my letter, Mrs. Grace then, thé only two
3 -gg 10 | objections you raise, you don't feel 1like we advised you or
4:; “11v-Mi,.Lopeéﬂédﬁised)you,that time was critical as far as we were

% 12 | concérned in drilling in the north half of Section 11 --
% 13 A ﬁhen wé sent -- |
: g? 14 Q éxcuse me, let me finish.
_% 15 A f'mvsorry.
16 - Q And éhe second thing was that you don't feel that the

E9)
e
k3
S

17 | farm-out that was furnished to you first in May of this year

SERER P S

18 | because it covered the north half was the farm-out from Pan

19 { American?
20 A Well, we'll take the last question first if you don't
51 | mind. I felt all our dealings and negotiations have sort of

been cute like that as if we couldn‘'t read or couldn't be told
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23 | any answers tc our questions. I still don't know who your

24 | field supervisor is or vill be or what your anticipated budget
- 28 would be if you drilled a well in the north half and your first
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‘one question, that there were two things that you disagreed with

impliea th t you knew of the urgency of the situation as far

‘as commencement of the well when you state you did not, and

question was -~ would you repeat that?

Q My first question was, and it was only-cne-guastion, |

that there were two things that you disagreed with in the letter|
first, th&f‘the second paragraph on page 1 implies tﬁgt you
knew of the urgency of the situation as far as commencement of
ihe well when you state you did—not, and the second question is
that yoﬁ did not feel you received an accurate ddby of thé Pan-
American farm-out. Otherwise, the letter is correct?

MR. LOPEZ: COuid'we‘have;the reporter repeat the

question?

THE REPOﬁ@ﬁR: "My first gquestion was,'and it was onlyj

in the letter, first, that the second paragraph on page 1 .

the second question is that you did ﬂbt feel you received an
accurate copy of the Pan American farm-out. Otherwise, the
letter is correct?"

A You are an attorney. We coﬁldn't enter into any
negotiations with you until we were furnished an estimated
pudget or the terms of the operating or farm-out agreement that
you were offering us and we haven’'t received either.

Q {By Mr. Losee) Would you please answer my question
Mrs. Grace?

A The urgency, if you had any urgency, you would have




pace 20

SR oo - .1} gotten those papers to us and I never got them, and I still

~

den't have an estimated budget and the day I met kwith you in

3| your office and I met with you and you said you didn’'t have

4| time and I said just have someone,or wharaver he iz,with the
B g P . . ; | i »
B 5| organization give me an actual cost of this past well and maybe
[0
pred) 6| we can judge what the future one would cost and I haven't
> 7 gotten that.
—
.83 | :
ch 8 0 You have seen a copy of this letter, have you not,
;:; ¢ | Mrs,. Grace? |
b 10 A This letter, ves.
- 11 MR, LOSEE: T move the introduction of this letter

12 [ as protestant's Exhibit 1 in Case 4428.

g,
. 3 w© P .
- §g 13 MR. HATCH: We are on Case 4354,
i i . |
i S i: 14 MR, NUTTER: This would be protestant's Exhibit 1 in
5 o4 Wz
2 Zw . .
- g‘S 15 [ Case 4354 then., Without objection, the letter will be admitted
3 ax
Xzl »
E 5 16| 1in evidence.
£ 22 : ’
B E 3 17 (Whereupon Protestant's Exhibit 1
3 5 g was admitted in evidence.)
z 33 18 : |
E §§ Q (By Mr, Losee) What is the -~ and probably you
LZ39 19
-~ 4 )
g iy testified to this -- what is the footage location you propose
= W
33, 2
% %8 on your 80-acre tract, do you have that? 1 realize there are
32, 21
3 32 some dots on the map that doesn't have --
a o .
8 2. 22 : o
£ 0z MR. LOPEZ: If Mr. Los.e doesn't object, I believe
O o P N
Z .5 23 /
3 EE those fiqures mav not be real fresh to Mrs. Grace but they are
828 24 :
"o 1980 from the west and 660 from the north.
25
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P
A
tgvs

e

o - : 1 Q (By Mr. Losee) You say you propose to commence the

2| well immediately if the Commission sees fit to grant the order?

‘ 3 a I said as soon as possible, ves.
1 “ 4 Q Would that be withih £ifteen days after the ordef'is
| f;f ;i. 6 A If 'pc;ssib‘ré.,, People have -to negotiate for rigs and
ﬁ :_ 7| no one kﬂws at v?hat‘ date the Commission would enter their
N % é 8 | oxrder to start negotiating in advance.
, % c:’;- 9 Q Well, surely if you thought we could start a well in |
‘ g - 19 f:n;:,days from 6ur lease expiration on the north half, you
oD
. —

11 [ would be able to start one within fifteen days after the

e b

12 | conmission entered their order?
13 A Sir, I "hadf_ nothing to do with when you started your

14 |well, T was waiting for documents. I still don't have them

15 | and that's since April and this is September..

16 ‘ Q ' How many wills, Mrs. Grace, have you as operator
17 | drilled to the Pennsylvanian or deeper formation in Southern

12 | New Mexico?

1 19 A Oh, I'd have to count them. I have drilled a few.
: 20 Q Viould you please give us an estimate?
21 MR, LOPEZ: I object to the question because I don't

22 | believe it is relevant to the problem at hand.

23 MR. LOSEE: I'd kind of feel like her experience as
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24 | operator of wells as opposed to the formation proposed by this

25 | forced pooling offer would be relevant.




race 22

1 : MR. LOPEZ: My, Losee, you are aware they are
2 dfilling a well about a section removedAfrom‘this Jocation

3 presently.

KRR e

i
|

\

g 4 - MR. NUTTER: The Commission’'sg record speaks for
éf if‘ S| itself as to how many wells an operator in the State has: _ e R
> e ‘ i ; ‘
3 oo 6 (drilled. ’

£

:; 7 MR. LOSEE: 1 have no further questions,

m 5 . - . -

g ' 8 REDIRECT EXAMINATION

. :

q>;' 9 | BY MR. LOPEZ H ,

= . . '
% = 10 Q Mrs. Grace, I have Just on= question. You are

‘11| opposed, are YOu not, to the application of ‘Fexas 0il and Gas

'g“g 12°]in Case 4428 to a non-standarg 240 location?
-g g 13 A I certainly am. Oﬁé of my reasons, if’my husband : ‘-'_ .
§~§§ 14 |weuld be left'out and if this were granted by the Commiésion
-5 ;5 15 [and it is State land, the Commission would be swindling
Q gXx
§’§§.15 themselves if they careg about an eighth override on my
§ ?g 17 |husband's acreage, plus the fact I was told once the ruliné is
gygg 18 | in regaid to that sort of thing that should‘my husband desire
; g; 19 |to join them at 3 later time he could but we would have to
g It ‘
% §§ 20 {Swallow their accounting and the way I have watched from my
W oo
5 §§ 21 |approximate half-mile perch from their location, 1 wouldn't
Z oz
§ §§ 22 |[care to be a part of any operation they would do. T don't feel
§ gg 23 {they have bheen Prudent operators of this well,‘maybe in otheér
23z 0
g 52 24 |Places, certainly not in thig location.
‘ 25 0 Then it is your final opinion that there ig really
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7~ 1l}no room at ptesenﬁ , at least for any negotiations for a
F N , 2 cooperative and véiuntary agreement with Texas 0il and Gas?
. ¢ : _
F 3 A Well, sir, I tried. I drove to Artesia when I was
! N 4| very busy on my own well and I tried to talk to Mr. Losee for
* i 5 two hours and I got no answers to anything, not even to who
: o : ‘
2; z‘; 6f1 gould look to tixat was_managing this well.
% :_ 7 Q Qhen your answer is no?
f; é 8 A Well,vIEw'alked away from his office vfejeling that
‘ é; 9| I couldn't work with this man.
2 »: ' E 10 Q  Fine.
a> .
L — u : 'HR. "LOPEZ : 'No further questions Mr. Examiner.
k é . 12 | * MR. NUPTER: -Mrs. Grace, in the event the Commission
% g 13 éhould enter an order pooling this acreage you have requested,
» X '
E :ﬁ:; 14 [-what do you feel #s a reasonable time for the driiling of the
.. 2 ;é 15 | well? How long wc';uld it take to get started and how long
- ’ g %ué 16 | would it take to get finished?
- v S
; - ’ E‘ ;’;’ 17 ’ A " To staré‘ it, I think we coﬁld start as soon as we
. & . o
3 g §§ 18 | could get a drilljfxig rig which would probébly be immediately.
{ % g% 19 | There are rigs available. Drillers drive a pretty hard
% ;3 20 | bargain in this area and sometimes you have to do a little
£ x -g
é §§ 21 negétiating, but I shouldn't think it would take them too long.
A o2
§ ig 22 [The well that has taken the least time that I know of in this
E £ © :
g ﬁf; 23 | area ;‘o‘i'a_s this Antwell well which I understood forty days to
5 sz
g 2%’ 24 | reach bottom. They had very good luck but you know, having
25 | some bad luck, it might take sixty days.
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MR. NUTTER: The reason I ask the question, Mrs.
Grace, the other people in the other case which is
- consolidated are seeking a non-standard unit and I am going to

ask them the same question, how long it will take to get the

12211 started and -get j_t-drilled.

A Right.

MR. NUTTER: In the event we had acreage ;Sbolea and
thenhave w<~;f;;1'si.:—cierab’le" delay, it would prevent the other people
from having their acreage developed:

A I don't think there should be any undue delay.

MR. NUTTER: TIf the TCGﬁn'niisszio'h should- stipﬁl’ate'
requiring a period of time in which the well would have to be
:drilled or completed or the order would become nuil and VOié,
wﬁat would you recommend as to the period of time?

A Before it was commenced?

MR. NUTTER: We will start with commencing the well.

A Could I think a minute?

MR. LOPEZ: If you don't mind, perhaps I have another
witness that would be better prepared to answer that question .
if- I can swear him for the purpose of aﬁswering your question
regarding when he could agree to commence the well and how long
it would take to complete it. "I think you have Mrs. Grace's
testimony that the least amount of time has been forty days.

Also, you are aware of Texas Oil and Gas Well that was

comuenced in April and still not completed. It ies variable.
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MR. NUTTER: If there should be some necessity for
extension of the time, this could be done aftef a heariné,

I presume; Any time a well is started we have nd guaran£ee it
can be drilled in any particular time.

MR. LOPEZ: I,éould,like to put Mr. Grace on for

that.

MR. NUTTER: Any questions of Mrs. Grace? She may be
ekcused. |

MR. LOPEZ: At this time I would like to call Mr.
‘Grace.

MICHAEL P. GRACE,

called as a witness, having been first duly sﬁotn, was

‘axamined and testified-as follows:

DIRECT EXAMINATION

BY MR. LOPEZ:

MR. NUTTER: Now Mr, Grace, you heard the question

I ‘asked Mrs., Grace. If I ask you the same question, if the
Commission should decide to put some kind of limit in the
order that the well should be commenced or completed by some
particular date, what would be a reasonable time?

A I think what my wife said was correct that we would
start it immediately. The only thing I mentioned to Mr. Lopez
is that we have a lot of applications bafore the Commission and
we have a large amount of eastern funds. They are getting very

angry. They want their money drilled by January lst and it's
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position, so I did want to have Mr. Lopez more or less state

bgcomingialmcst impoSsible4to get their money into taxu
that we don't want tb be in a position of guaranteeing a lot of
wells where we are being helﬁ up and our financing is being.
heavily embarrassed in going elsewhere. A lot of these things
we drili oursélves ahd we-think they are §ery very good, ané
when wefthink they are favorable we take eaétern funds. As far
aswétaréiﬁé the wéif, it Wbﬁld be started right awéy; ;Therééis
nc doubt about it. As far as I knéw, you go from foréy’dayé
with Mr. Antwell's well which is going to produce teﬂrﬂillién
cubic'féet of gas,yéhd you éo from, I doh’t know how long they
ha#e beén drilling,ffour or five months, that they”hEVé'bééﬁﬁf
drilling and all these peopie"in=ﬁy humble opinion are cohpétent
operatofs. I hope éhis doesn't ‘become a policy of the’
Commission on our pending hearings because we are kind of stuck
with the wells thatjdo come up to use the eastern funds on.

" MR. NUTTEﬁ: As far as I kncw it has never and is;'t
now a part of the Commission's policy, Mr. Grace. However;
there are very few forced pooling operations where the other
operators sought auéhority to drill the well énd if you allow
6ne opefator then you have prevented the other operator from
developing the acreage, and if there is a sizable delay, then
the operator who is denied the right to operate the acreage is

withheld from profiting on his lease.

A Yes. It wasn't necessary for me to be a witness

f \ o
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‘were drilling within twenty-four hours of Mr. Lopez's fabulous
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| work.

because I thought she had answered we would commence
immediately and that the only thing i hope was that we didn't
get conditions on the other wells.
MR. NUTTER: And continue;drillinq diligéhfiy?
MR. IOPEZ: This applies to this'case séecifically
and not other cases pending. Could I ask a questionf
Er. Examiner. |
Q {(By Mr. Lopez} 1If the order were granted by the
Commission by the’endvof this mongh, would youn say that
'dri_lliﬁq‘operations could be com;enced before the first of tha
yearf
A Very definitely. I,thinkvﬁr. Losee indicated
something like fifteen days. I think the likelihood would be
in fifteen days. As I recollect, the éity of Carlsbhad lease,
the Gulf farm-out and City Service farm-out which Mr. Lopez so

ably consummated in something like eight hours, I recollect we

MR. LOPEZ: I have no objection to that.

MR. NUTTER: Are there further gquestions of Mr., Grace?

He may be excused.

MR. LOPEZ: We have no further questions or evidence.

MR. NUTTER: Do you have anything Mr. Losee in the

cqnsolid&ted case?
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1 W. B. MACEY,
- 2 célled as a witness, having bee; first duly sworn, was M
% ;-  3 examined and testified as follows:
: - 4 ‘ . DIRECT EXAMINATION
% 5| BY MR. LOSEE: l |
é% %é_ 6 QA;A Would you stéte your name, residence andlbccugatién?
_§ '£;> 7 A My name is W. B, Macey. I am president of Neelson
.gg b E Enterprises, a:pargner’with John H. Hill and Texas 0il and Gas
jé;, 9! in the drilling of Pan- American State No. 1'in the southeast
5; 10 | quarter of Section 11, Township 23 South, Riﬁée‘ZG‘East.
(- L}
= 11 Q0 1s Texas Oil and Gas the actual operator under tha
g 12 aéreage?
§ 13 A Yes,
x ,
g 14 Q Was the acreage that was farmed out by Pan American,

15 | @id it include all of Sﬁate Lease K357 and all of State Lease
16 | k2511 in the south halfbof Section li and the north half of
17 | section 117

18 A Yes.

19 Q Now did the farm-out contract originally cover only

2ePHMONE 243-6691.ALBUQUERQUE NEW.MEXiCO 87109
FIRS” NATIONAL BANK BLDG, EASTOALBUQUERQUE. NEW MEXICO 87108

20 | the north half of Section 112
21 A Yes it did.
22 Q And you were aware, were you not, that State Lease

23 (R357, as shown on Applicant's Exhibit 1, expired on Sunday.

SPECIALIZING IN; OEFOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, D

239 SIMMS BLDG,e P.0, BOX 109

24 { April 19, 19707

25 A Yes sir.
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Q And in order to perpeﬁuate this lease, it wonld be
necessary to have a Qell-drilling on the expiration date and if
it were not located on that lease that it be communitized under
agreement approved by the Commissioner of Public Lands?

A Yes sir, that is necessary.

Q Now when you received this farm-out from Pan American,

did you and the other partners authorize me to contact Mr. Lopez|

with respect to participation with thé’Graces in drilling a well
in the north half of Section 11?

A Yes sir.

Wednesday, AprilAig, that the Graces were willing to come to
Sahta Fg and meet with me breparatory to workingvput an
agreement which either, one, the Graces would farm out to this
group, or. two, they would participate in the well and that
they would make that election within two weeks?

A Yes sir.

Q pid you authorize me to continue with those
negotiations on that Wednesday, April 15?2

A We didn't have time.

Q Would you explain what needed to be done from that
date to the expiration of the lease?

A In order for the well to be drilling timely to

validate the expiring lease, we felt we had to be drilling by

midnight of the 18th, and in order to be able to drill, we
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first 6f all had to communitize the leases involved, getting
the signatures of the owners on those leases ¢+ get the
communitization agreement approved by the Commissioner, had the
i’M approve the 1ocat§13n becanse it was within the landing zone.
én'the Carlsbad north;est—soﬁtheast runw;y and also move the

rig in to the location and we had to have the rig moved in by

“friday becauce of limitations 6n‘highwayé on weekends, we jgét

didn't have time.

Q Would you advise the Commission the ﬁeriod of time it
took 'i;exas 0il and Gas to reach total deﬁth Qn'its; Pan Americ;.n
étate No. 1 well? |

A Approximately seventy-four days.

Q  And would yéu explain the results of this drilling
dperation or the present status of the well?

A The well was -~ I won't go intb all the minute
details on drilling of the well -~ after reaching total depth,

we ran the lines to cover the pay zones, cemented them,

perforated the Morrow and Atoka zones, separated these two

‘zones with a permanené‘production packer, and attempted

completion in the Morrow. The last stimulation was a frack job
and following the frack job we mudded up to handle the Atoka
zone and weht in and perforated and acidized the Atoka zone in
subsequent stimulations. We have produced the Atoka zone and
the well is making about a million and a half with some

approximately three barrels of water rer hour from the Atoka
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‘zone., We do not think it will flow by itself in its present

‘Atoka zone.

form very long. After testing the Atoka, we tied into the
Morrow zone with permanent préductgon packer and are Abw_
flowing. The Morrow indicates it will make a million and a
half. }Ig is a little early to know how well it will‘proddce ,,,,,,
because we haven't got oﬁr*loﬁé water back bﬁt, substantially,
we feeiﬁﬁe‘haVe a producer 1n the Morrow, a questionable
préducer in the Atoka, and ﬁé iutehd t§ produce the Morrow for

a period of time to see how it will do and maybe apply fox a

commingling on the Atgﬁamgndsgorrow in order to produce the

MR. NUTTER: That éhree barrels an hour it is making
f;fghe Atoka, this is lode water or formation water?

.A  Formation. }:é'may:be in part écme lode water hut
basically formatior water.

Q Now in connection with the farm-out from Pan American,
how long do you have after completion of your well on the south
half to commence drilling operations on the well on the north
half?

A We have ninety days.

Q Mr. Macey, in view of thebfact that the proposed
location by Mrs. Grace in the north half is offset to the east

by the best well in the field, it's diagonally offset to the

northeast by a Morrow well, Pennzoil No. 2, and it is a direct

offset to the north from this Pan American State No. 1 about

Ty w—
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which you have testified. Do you have any recommendation to
the Commission in the forced pooling completion ag to‘the'risk
factot for this deve lopment well?

A We feel the Hell'is defihitely a development well

| with two offsets, one diagenal, four potential producing ZoOnesg,

and we feel the risk factor ought to be twenty-five per cent,

MR. LOSEE: 1 have no further questions.

and Cas Corporation ig seeking 1n Case 4428, how long would it
take before tha 7ell could be commanced and what is your
estimated time for completicn of the well?

A I £221 that we could probably get the communitization
through within 2 week or two without any trouble. We wbuld hav
to only hava nominal signatures, 1'a Say a week and up to the
commissioners, »

MR. NUTTER: The commisgsioners already have
communitized the two leases to the south half,

A Exactly, but as to the south half acreage only but
we would have to go through the same Paper work and we would
only take a week at the most if Mr. Losee is very efficient.

MR. NUTTER: If he is half as efficient as My, Lopez,

eight days,

- A Could probably get a contract in there in a week or

two, so I'g Say three weeks., We could start in three weeks.
T IR e conld start in thres veeks.
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ﬁR. NUTTER: -‘Are there any questions of Mr. haceY?

CROSS-EXAMINATION

BY MR, LOPEZ:

Q When did you plan to take your point four test in the| =

current well in the south half of 11?

A In the Morrow zone, which is the only one wejwould
test to start with, I woulq_think that we should be in a |
pcéifibﬁ‘in test‘it in a week»fromAnoQ. It depends on how much
water continues to be producing. If it keeps making lode water,
we_éhould be down to zero, and if it's still making waigt,iit
makes’the test very inaccurate, very difficult.

Q Do you have a bottom hole pressure foxr the Mprrow?

A I have a préssure thatﬁwas on the drill stem%test.

It was like forty-eight or forty»nine hundred pounds, éomewhéte
in that bracket, :

Q ‘I am not sure I understood you correctly, when do you
plan to complete the well or do yon estimn;e-you wouldicomﬁlete
the well?

A I think we_would be able to take a back preséure test,
four point test in about a week, I'd gquess. |

MR. NUTTER: Depending on the rate of production of
Morrow water?

A And this would be only in the Morrow zone because

I don't think we will test the Atoka until we see what the

Morrow does.
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Q  (By Mr. Lopez) When do you suggest the gas in the

A It's decreasing, and for all practical purposes it's
lode water, water we put in the hole. Tt is not lode water.
Q When was your original farm-out with Pan American
signed by all the parties involved?
A I have to check and see if I have that infptmatibn
with me. 4
'@ All parties did sign it, though, yourself and Mr.

Hill and whoever is responsivlie, Mr. Yéung I believe, for
Taxas Oil and Gas? M |

MR. LOSEE: Mr, Hill signéd the farm-out and signed
it to MNeelson fnterprises-and Texas 0il ahd Gas by a letter.

A The farm~out was dated the 13th of April to Hill.

MR. BUELL: Jerry, I believe both Mr. and Mrs. Hill
signed it. The Hills and Pan American were the only signafory
parties to the agreement.

Q (By Mr. Lopez) You say this was signed by the 13th
and your lease was running out:by the 19th. The farm-out was
signed by the 13th of April and the lease was running out on the
19th?

A I can't say that the farm-out was signed on the 13th,

the document, when it was actually physically signed by Mr. and

Mrs. Hill, I don't have that information.

MR. LOPEZ: No further questions.
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1 MR. NUTTER: Any other'questibns of Mr. Macey?

3 Does anyone have anything they would like to offer in

4| 4428 and 43547

£ 5 MR. BUELL: I have a short statement, Mr. Examiner.
6 MR. NUTTER: Go ahead.
T MR. BUELL: Guy Buell for Pan American Petroleum

8 | Corporation. The contract negotiations, Mr. Examiner,»were
9 | pretty much- 2s i4r. Macey outlined it. At the time we were

10 attempting to protect our State lease which had the expiration

~dearnley-meier

i1 | date that has been mentioned many times of April 19,
12 | Fortunately, this lease had acreage botii in the north half and
13 | south half. The reason the original farm-out contract was

14 | drawvn on the north half was that in the eyes of all persons at

15 | that time, that was the most logical place to drill the first

16 | well in Section 11. Tt was much nearer production in the south

17 | half of Section 1l. When we were édvised that our farm-outees
18 | were encountering difficulty in putting in a unit together

19 | consisting of the north half, we then in a further attempt to
20 | save our State lease offered them the opportunity to drill in
21 | the south half which would, since Pan American controlled ail
22 | that acreage with the State, there would be no difficulty in

23| forming a unit. 1In order to offer them an incentive to get
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24 | this further step out, we agreed if they drilled in the south

25 | half, we would give them an option in drilling a well in the




1| north half after they had completed the well in the south half.
2‘ As has been Stated, they have ninety days after completioﬁ oo
3V exercise that 6p£ion. When this'Commission~ehters a forced

4 poolihg, if they do, as a result of this hearing, the only two

5| parties they are forced pooling is, 1t s not Texas 011 and Gas,

%; 6| it’'s not John Hi1ll, it's not Neelson Enterprises, it's Pan

. B 7 | American Petroleum Corporation in the state of New Mexico,

S T g

” 3 ‘& 8 | because at this time all the farm—-outees have is simply an

+ = _ ;

;i é;‘ 9| option to, if they exercise the option, drill a well. Por that
E; 10 | Yeason, I would recommend to the Commission that if they do
< A
by — |

11 enter an‘ordet forced pooiing the north half that they

12 oertainly put a time limitation on the coﬁmencement of drilling
13 operat;ons by th;'applicants, Mr.rand Mra. Grace.

is | If a forced pooling order is issued without a time

15 | 1imit, the Graces simply by not initiating drilling, could

16 | preclude Texas 0il and Gas from ever exercising their option.

17| If a well isn't started within ninety days as far as our

18 | contract with the farm-outees are concerned, they are through.
19 | They have had it. Since they did in good faith drill what

20 | I would consider an extremely wide stepout well in order to

21 | protect our lease, naturally our sympathy is with them. For
o2 | that reason, we would recommend to the Commission thot if an
23 | order is issued, that it contain a provision requiring drilling

24 | operations to commence within at least forty-five days. Both
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o5 | Texas Oil and Gas and Mr. Grace have talked about fifteen.




SO

MEMI: i

4‘ ,.}
arertin e

-Mmeler ¢

dearnley

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

209 BIMMS BLOG.e P.O. BOX 1082¢PHONE 243-6491 ¢ ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLDG, EAST.ALBUQUERQUE, NEWMEXICO 87108

| +]

10

11

13

14
15
16
17
18
19
20
21
22

23

24

25

37

PAGE

ninety-day contract period.

I think forty-five is certainly reasonable in view of all the

testimony we have had ‘today. That would then give Texas Oil

-and Gas an opportunity to exercise their option within their

I would also recommend to the Commission and, I know

it's a little unusual for Pan American to recommend a non-

‘standard unit at this time, I would also recommend to the

Commisg%on in the eveht a forced’pooiing order is issued with a
forty-five-day commenéement'ciause and with the-téfﬁévthat the -
order becomes null and void if the weil isn't started and
diligently drilled to total depth, that they then aéproVe the
EAO-acre unit that Texas Oil and Gas is applying for; such that

the interest owners in the north half of Section 11 can be

protected through a well drilled by the Graces or through a

well drilled by our farm-outees.

MR. NUTTER: Thank you.

MR. LOPEZ: My comments are very short, Mr. Examiner.
I think the evidence produced today, that is, the Graces have
attempted to negotiate with the farm-out people and originally
with Pan American and these results were negative. They have
and are willing to drill a well located in the northwest to the
northeast quarter of Section 11 and have so stated that they
would commence the operations immediately. I believe that a
penalty of 150% is calledrfor because of the risky nature, the

spotty nature of the zones involved and the fact that the well,
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‘that at thatfpoiht the Céﬁmission'accept-our application for the

condition thét thej‘sﬁﬁrt that well withih;forty—five days aftex
entry of theﬁorder or complétion, earlier completion, of our
Pan American State No. 1 well, whichever first occurs, because
that is when%our?ninety—day period with Pan American ccmmenéés

and that they thereafter diligently drill the well to a depth

after commencing it do not diligently proceed in the drilling td

the total depth,-that the forced pooling. order terminate and

240-acre unié combrising the east half northeasﬁ, southwest-
ﬁorthEast,'séuthe%st;ﬂorthwest, west half northwest, so that we
can drill thé well under the terms of the farm—out from Pan
American and%protéct our correlative rights of our gas‘unde:
the ‘locatioﬁ. B

MR; NUTTER: Mr. Losee, do you have any idea where
the weli wouid be drilled in the event your non-standard unit
wereJappfoveé? |

MR: LOSEE: Our application is prepared as to an
orthodox location which would be in either of the two 40-acre
tracts below the Craces. Obviously from a production standpoint
the southwesé to the northeast would be the best but it's very
close to our Pan American State No. 1 well and we would

recognize if it were not in an orthodox location by the terms of

the order wefwould have to seek your consent or the approval to

e fokene
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any unorthodox lcéation.‘

MR. LOPEZ: One comment, I think there is a third
alternative that hasn't beenrexpléred. If the Graces'
application for forced pooling with them as operators is not
granted, then rather than grant a-240-acre non-standard, theres
is alséitﬁe alférnative the Commission could forced pool the

north half of 11 and make Texas Oil and Gas the operator and

-granting the same penalty, of course. I just pointed out the

alternative.

MR. NUTTER: That is an alternative. Does anyone

else wish to offer an&%hing? If not we will take the case

under advisement and the hearing is adjourned.
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. Santa Fe, New Mexico
‘ ' August 5, 1970

e 7 EXAMINER HEARING

IN THE MATTER OF:

. ‘ Application of Michgel P. Grace and
; Corinne Grace for compulsory pooling,
Eddy County, New Mexico.

Case 4354

Tt Nt Nt st ml N gt

BEFORE: Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING

i DEARNLEY-MEIER REPORTING SERVICE

NEW MEXICO OIL CONSERVATION COMMISSION — o -
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’ ' MR. UTZ: Case 4354,

] MR. HATCH: Case 4354, (Continued from the July-1,

éﬁ : '1970?Eiaminer"Héaring). Appiication of Michael P. Grace and -
i Corinne Grace for compulsory booling, Eddy County, New Mexico.
if ) ‘ MR. LOSEE: We have agreed among interested pérties
- that the last case cn the docket we request the Examiner to
ﬁii grant a continuance of the case, if you would listen shortly
Py +to our motLOn’aéd.lffyou would aaree to it, it would let some 3,
L , ’ : ¢ , , 2 E
pa of us get out of here.

; ka "MR. UTZ: How many of you are interested in this
- , ; , NS T
L i L case?
et : ' f L L

{15 MR. LOSEE: My. Lopez represents the Graces, who are

i : | I ~ :
il the ‘applicant in the case and I represent Texaco Oil and Gas, :
b , ; N . , - SRR :
uj Mr, 'Buell, Pan American, but I don't know whether they are i
- or are not going to appear in it. :
b : ,

e MR. BUELL: We are also interested in the next to
ret : ‘
e : the- last case..
m ' o
1 MR. LOSEE: Our request is to continue until ‘the

}Ei first hearing in September, which I think is the next contin-

18 uance .
s ;

é’{ MR. UTZ: Do you agree?

;m MR. LOPEZ: I am Owen Lopez of Montogomery, Federici,

;L: Andrews, Hannahs and Morris, Santa Fe and I represent the

- Graces and Mr. Kelly represents Mrs. Grace.
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MR. KELLY: I join in the motion.

MR. LOPEZ! ;'c%ﬁcur in Mr. Losee's motion to
continue_fhis hearing until the Examiner hearing in September.

MR. UTZ: Case 4354 wili be continued to September 16,

1970 at 9:30 a.m.

‘
Ly e
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STATE OF NEW MEXICO )
| o ) ss
COUNTY OF BERMALILLO )
I, SOVEIDA'GONiAﬁhS, Court Reporter, do hereby
certify tha it the foregeing and attached Transcript of
Hearing before the New Mexico 0il Conservation Commission
was réported by me; “an'?d' that the same 1s 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:

Corinne Grace for compulsory

)
)
: ) )
Application of Michael P. Grace and) Case No. 4354
, )
pooling, Eddy County, New Mexico. )

IR )

BEFORE: Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING
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MR. HATCH: 4354, application of Michael P. Grace
and Corinné Grace;  the Commission has receiveéd a request from
the applicant and opponent in that case :that; it be continued

to August 5th, 1970.

e

MR. UTZ: Case 4354 will be contintied@ to August 5th.

STATE OF NEW MEXICO )
‘ )
COUNTY OF BERNALILLO )

I, PETER A. LUMIA, Certified Shorthand Reporter in and |

for the County of Bernalillo, State of New Méxicc; -do hereby
certify that the foregoing and attached Transéript of Hearing
before the New Mexico Oil Conservation Comiéiion was fépdrted
by me and that the same is a true and correcf: recorxd of the
said proceedings, to the best of my knowledqfé, skill and

sbility.
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CERTIFIED SHORTHAND REPORTER
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IN THE MATTER OF:

Application of Michael P. Grace ‘Case No. 4354
and Corinne Grace for compulsory
pooling, Eddy County, New Mexico.
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iér_ﬁuTTER:N_Thewexamineg ,,,,,,, hearinguﬂillwggmghgg_QEder

and we will take a fifteen minute recess and reconvene at five

aftér ten.
(Wwhereupon, a fifteen-minute recess was taken.)

MR. NUTTER: The hgaring will come to order, plezase.,_w

We will call first Case 4354.

MR. ‘'HATCH: Case 4354. Application of Michael P.

'Qrace and Céfihne Grace for compulsory pooling, Eddy County,

New Mexico.

H%.fExaminer, the Commission has received a request
from tﬁe Apélicaht.that this'caSé bé continued to the first
examiner heéring in July, which I believe is July 1, 1970.

MR. NUTTER: Case No. 4354 will be continued to the
e#aminef he;rinq to be he1d in the 0il Conservation Commiséibn
Conference koom, State Land bffice Building, Santa Fe, New Mex-

i

iCO} at'ni&e O'ClOCk A-M.,'July 1' 1970.
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STATE OF NEW MEXICO )
M , B )ss
COUNTY OF BERNALILLO )
I, GLENDA BURKS, Notary Public'in and for the Counﬁy of
Bernalillo, State of New Mexicglmgpﬂhereby certify that the
foregoing and attached Tranéﬁript of Hearing pefore the New

Mexico 0il conservation Commission was reported by me; and

that the sanme js. a true and correct record of the said

proceedings., to the best of my knowledge::ékill and ability.

L
&
I

—=%0oFARY 'PUBLIC
My Commission Expires:
March 12, 1973
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Docket No. 21-70

DOCKET" REGULAR HEARING =~ WEDNESDAY ~ SEPTEMBER 16, 13870

OIL CONSERVATION COMMISSION - 9 AM. - MORGAN BALL, STATE LAND CTFICE BUILDING,

SANTA FE, NEW MEXICO o e e

ALLOWABLE:

Con31derat10n of the a11owable production of gas ‘for October, 1970,
from flfteen prorated pools in lLea, Eddy,. Roosevelt and Chaves
Counties, New México. Consideration of the allowable production of
gas from nine prorated pools in San Juan, Rio Arriba and Sandoval
Countles, New Mex1co, for October, 1970,

(De Novo)

CASE 4367:

CASE 4368:

CASE 4413:

- San-Andries format1onsithrou§5‘°

Appllcatlon of Mobll 011 Corporatlon for a waterflood expansion, Lea
Connty, New Mex1co. Appllcant, in the’above-sfyled cause, seeks:

‘ erflood Project, Vactuum

3 on &f-water into the Grayburg
NO addltlonal injectinn w2lls to be
drilled at locations in Township 17 South, Range 34 East, Lea County,
New Mexico, as follows:

‘A well to be drilled at’'a standabd location 2310
- feet from the North line and 860 feet from the
West l1ne of Section 25; and

.\ well to be drilled at an unorthodox location 100
feet from the South line and 199N feet from the
West line of Sectlon 26.

Upon appllcatlon of Mobil 0il Corporatlon thls case will be heard
De Novo under the provisions of Rule '1220.

Appllcatlon of Mobil 0il Corporatlon for a waterflood expansion and
amendment of rules governlng same, Lea County, New Mexico. Applicant,
in the above-styled cause, seeks authorlty to expand its Bridges

State Waterflood Project, Vacuum Grayburg-San Andres Pool, to the con-

version of water injection. of 13 additiohal ‘wells at standard loca-
tions in Sectlons 25, 26, and 27, wanshlp 17 South, Range 34 East,
Lea County, New MeX1co.; Appllcant further: seeks the amendmént of the
rules’ aovernlng said project to permit expansion of the project
administratively without a showing of well response.

Upon application of Mobil 0il Corporation this case will be heard De
Novo under the provisions of Rule 1220.

THE FOLLOWING CASES WILL BE HEARD BEFORE DANTEL S. NUTTER, EXAMINE R,
OR ELVIS A, UTZ, ALTERNATE EXAMINER, IN THE OIL CONSBRVATION COMMIS-
SION CONFERENCE ROOM ON THE SECOND PLOOR OF SATD BUILDING AT 9:30 A.M.

(Continued from the August 19, 1970, Examiner Hearing)

In the matter of the hearing called by the 0il Conservation Ccmmission
upon its own motion to permit Stanley Leonard Jones dba Francisca
Corporation and all other interested parties to dppear and show cause
why the Francisca Corporatlon Beeman Well No. 1 located 1980 feet
from the South and West lines of Section 2, Township 24 South, Range
28 East, Eddy County, New Mexico, should not be plugged and abandoned
in accordance with a Commission-approved plugging program.




5 CASE 4416:

CASE 4424:

| New Mexico, To include therein:

e) _Extend ‘the South-Carlébad Morrow Gas

&) Extend tHe Eagle Creek-San Andr
‘to include therein:

REGULAR HEARING - SEPTEMBER 16, 1970

Docket No. ‘21-70
(Continued for the September 2, 1970, Examiner Hearing) . ]
Application‘of Robert L. Parker Trust feor a watérflood project, Lea
County, New Mexico. "Applicant, in the above-styled cause, seeks
authority Yo institute a cooperative waterflood project in the
Langlie Mattix Pool on its George L. Erwin Lease by thé injection
of .water throtigh its Erwin Well No. 2 located in Unit L of Seétion
35, Township 24 Séuth, Rdnge 37 East, Lea County, New Mexico.

~ Southeastern New Mexi¢o nomenclature case calling for an order for the
extensions  of “certain pools in Le ‘

a, Eddy, Chaves and Roosevelt

Counties, New Mexico:
a) - Exténd the Blinebry 0il Pool in Lea Cotinty, New Mexico, to
include thereéin: - v

TOWNSHIP 21 SOUTH, RANGE 36 EAST, wifpM -
SECTION 25: SE/4 -

b) Extend the Bluitt-San:Andres Assocéiated Pool

in Roosevelt CoUnty,

TOWNSHIP 8 SOUTH, RANGE 38 EAST, NMPM
SECTION 17: SE/4

Pool in Eddy County, New

Mexico, to include theréin:

TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
'SECTION I: W/?

-a) ‘Extend ‘the Double L-Queen Pool in ‘Chaves County, New Mexico, to -
~include therein:

TOWNSHIP 14 SOUTH, RANGE 29 EAST, NMPM
SECTION 25: SE/4 Sw/4
SECTION 36: NE/4 NW/4

es Pool in Eddy County, New Mexico,

TOWNSHIP 17 SOUTH, RANGE 25 EAST, NMPM
SECTION 22: E/2 NE/Z

f) Extend the Lusk-Morrow Gas Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 19 SOUTH, RANGE 32 EAST, NMPM
SECTION 32: A1l
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REGULAR HEARING - September 16, 1970 A Docket No. 21470
-3-

(Case 4424 contlnued)

qg) Extend the Mldway -San Andres Pool if Lea County, New Mexico, to
inc¢lude therein:

TOWNSHIP 17 SOUTH, RANGE 37 EAST NMPM
SECTION 16: SwW/4

h) Extend the West Sawyer-San Andres Pool in'Lea County, New Mexico,
to 1nclude therein:

TOWNSHIP 9 SOUTH 'RANGE 37 EAST, NMPM
SECTION 34 S/?

i) thend the North Vacuum-Abo Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 17 SOITH, RANGE 34 EAST, NMPM
“SECTION 11:  9W/%

1) Bxfénd the North Vacuum- Morrow Gas Pool in Lea COLnty, New Mexico,
to 1nclude "therein:

TOWNSHIP 17 .SOUTH, RANGE 34 EAST, NMPM
SECTION 14: N/2
SECTION 15+ BE/2.

k) Exténd the Vada-Pennsylvanian Pool in Lea and Roosevélt Counties,
New Mexico to include therein:

TOWNSHIP 8 SOUTH, RANGE 35 EAST, NMPM
SECTION 34: NW/4 o

TOWNSHIP 8 SOUTH, RANGE 36 EAST, NMPM
SECTION 27: SE/4
SECTTON 28: NE/4

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM
SECTION 24: A11 :
SECTION 25: NE/4

TOWNSHIP 9 SOUTH, RANGE 34 EAST, NMPM
SECTION 19: N/2 and SW/4

TOWNSHIP 9 SOUTH, RANGE 35 EAST, NMPM
SECTION 16: SE/4

CASE 4425: Application of Eastern Petroleum Company as agent for Southern Gulf
Production Company for an unorthodox gas well lccation, San Juan
County, New Mexico. Applicant, in the above-styled cause, seeks as
an exception to the gas well location requirements of the Commission
Rules and Requlations. approval for the Southern Gulf
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'CASE 44%6:

CASE 4428:

__REGULAR. HEARING,: ,,,,, September 16, 1970 _

CASE 4427:

Docket No. 21-70
(Case 4425‘continued)

Productlon Company Navajo Tocito Well No. 4 at an unorthodox gas well
location 2023 feet from the South line and 1157 feet from the West

line of Section 10, Township 26 North, Range 18 West, undesignated ,
Pennsylvanlan gas pool, San Juan County, New Mexico. IR

Applm:atlon of ‘Texaco Inc. for salt water disposal, Chaves County,
New Mexico. Applicant, in the above-styled cause, seeks authorlty to
d1spose of produced salt water into the Devonian formation in the
open-hole interval from 11,150 feet to 11,750 feet in its Peery
Pederal Well No. 4 located in Unit'A of Sectlon 29, Township 15 South,
Range 30 East, Little Lucky Lake-Devonian Pool, Chaves County, New
Mex*co.

Appllcat10h of David F. Fasken for'the creation of a . new gas pool and
spe01al pool rules therefor, and a: non-standard gas spacing unit,

WjMex1co. Appllcant, ' e_above-styled cause, seeks
" ‘his well located 3630 feet

; (o} San e .:poo “for
from thefSouth 1ine and 660 feét from. the ‘East line of Section 1,

wanshlp 21 South, Range 25 Fast, Eddy County, New Mex1co, and for the
promulgat1on of special rules therefor, including a provision for 640-
acre spacing units. Applicant further seeks approval of a 854.62-
acre non-standard gas spacing unit comprising all of said Sectlon 1

to be dedicated to the above-described well.

Appllcatlon of “Texas 0il and Gas Corporat:on for a non-standard gas
spacing unit, Eddy County, New Mexico. -Applicant, in the above~-
styled cause, seeks approval of an: aprrox1mate1y '240-acre non-
standard gas: proratlon unit comprising the E/2 NE/4, SW/4 NE/4, W/2
: W/4 of Section 11, Township 23 South, Range 26 East,
South Carlsbad Field, Eddy County, New Mex1co,»to be dedicated to a.

well to be drilied at a standard location in the N/2 ot said Section’
11 to test any and all formations from the surface of the ground down -

;to ‘and including the Morrow formatior.

(Contlnued from the July I, 1970, Examiner Hearing) and the AugusL 5,
1970, uxamlner Hearlng. .

‘Appllcatlon of Mlchael P. Grace ani Corlnne Grace for compulsory
,poollng, Eddy County, New Mex1co. Appllcants, in the above-styled

cause, seek an order: poollng a11 minéral’ intérests from the surface

of the ground down to and 1nclud1ng the Morrow formation underlying
the N/2 of Section 11, Township 23 South, Range 26 East, South
Carlsbad Fieid, Eddy County, New Mexico, said acreage to be dedicated
to-a well to be drilled in either the NE/4 NW/4 or the NW/4 NE/4 of
said Section 11. Also to be considéred will be the costs of drilling
said well, a charge for the risk involved, a provision for the alloca-
tion of actual operating costs, and the establishment of charges for

supsdrvision of said well,
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ALK, MONTGOMERY
WM. FEDERIC!

FRANK ANDREWS
FRED C. HANNAKS
RICHARD S . MORRIS

-SUMNER G BUELL |

SETH D. MONTGOMERY

FRANK ANDREWS IIT
OWEN M. LOPEZ

16, 1970.

- MONTCOMERY, FEDERIC! ANDREWS HANNAHS & MORRTS

ATTORNEYS ANED COUNSELORS AT LAW
350 EAST PALACE AVENUE
SANTA Fe. New Mexico a7s50!

September 21, 1970

10 Sep 23

New Mexico 0il Conservation Comnieeion
State ILand Office

-Santa Fe, New Nexico 87501

Re: Appllcatlon of Texas 011 & Gas Corporation
for a non ‘standard unit, Eddy County,
New Mexico, Case #4U428; Application of

Michael P. and COrrine Grace for compulsory o

- "

Eool%pg Endy County, New Mexico Case #
354

Gentlemen:

You will rccall that the tvwo above referenced cases

were: consolidated for hearing on Wednesday, - September
You will aiso ‘recall that on behalf of
Michael P. Grace, I Opposed ‘the non standard unit
application of Texas 01l and Gas and represented

Mr. Grace in his Iorced pooling application, Both
cases involved the!N3 of Section 11; Township 23 S,
Range 26 E, Eddy County, New Mexico.

You also may recall ‘that when I made my closing
statement in the above two cases, I urged approval
of the forced pooling application which I filed

for Mr. Grace and urged that his wife be made
operator of said unit. Further, I urged that the
non standard application of Texas 0il and Gas
Corporation not be approved. I further pointed out
that there existed:a third alternative, an ‘order
compulsory pooling the entire half section and
designating the other working interest owners as
operator. I d4did not mean to recommend the adoption
of this latter alternative vut only meant to recommend
that the 50% penalty should apply either way. AtV
this time, I wish to state that my client, Mr. Grace,
did not suggest nor authorize this third alternative
and that he is very much opposed to the approval of
same,

POST OFFICE BOX 2307
__AREA CODE 505
TELEPHONE 982-3876




New Mexico 0Oil Conservation ' )
Commission -2- September 21, 1970
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ce Mr. Guy Buell
Pan Amer*can Petroleum Corp., : oo :
P.0, Box: 1410 ) i : . ‘ L
SO Fort Worth, Texas : 5 IR TR

TR FE TR ey

e 4 Mr. A. J. Losee
e : Attorney, at law
LT . ' P.0O. Drawer 239
co K Artesia, New Mexico 88210

TN

“Mro oand Mrs. Michael P. Grace
P.0. Box: 100
Grants, New Nexico 87020

PPN T Ty

Mr. and Mrs Michael P. Grace
P.0O. Box 1418
Carlsbad, New Mexico 388220

SRR I Mr. and Mrs. Michael P. Grace
3 . P.O. Box 2062
' Santa Fe, New Mexico 87501

!
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<+ - O1L CONSERVATION COMMISSION CHATRMAN

LAND COMMIGBIONER
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S 3 STATE OF NEW MEXICO : ALEX 3. ARMLO

] ' %‘* s j . P. O. HOX 2088 - SANTA FE

3 : DR . STATE @80L.OSIgT

' ot #7801 A. .. PORTER. JR.
. SECRETARY - DINACTOR

October 5, 1970 i | .

Re: Case No. 4354 & 4428

Attorney at Law = . . :
Post Office Box 239 Applicant: ‘ E -
- Artesia, New Mexico 88210 - Michael P. Grace & Corinne Grace |

and Texas 0il and Gas Corp.

-~ Dear Sir:

A AR b s et w5 S s cr s

Enclosed herewith are two copies of the above-refersnced Commis-
sion order reccntly entexed in the subject case.

Very truly yours,

LL.WH“LR.
Secratary-Director

ALP/ir
Copy of order alsoc sent to:

: L Hobbs OCC X
SR | Artesia OCC
' ‘ Aztec OCC
Other Mr. Owen Lopez
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AFFIDAVIT
| STATE OF NEW MEXICO
L ,,,,,,, - B COUNTX OF EDD}_(_ ﬁ 77 o -
5 G. Frances McOmusland  being first duly sworn upon bés oath | T -
deposes and says: I have personally, physically viewed the hereinafter
g de scribed premises and state that a well known as Panagra # 1 with Michael
P, and‘ Corinne Grace asboperators had beén commenceéd on November 15, 1970,

t the hour of 8 ‘6'(?1091( __‘f: M. in the North Half (N of Section 11,

Township 23 South, Range 26 Easf, N.M.P,M., Eddy County, New Mexico,
t a point 990 feet from’ theé North line of said section and1980 feet from the
ast line of sald section. I further state that I 4m no wise interested in the

[Hrilling of said well, ec’onciiniéally or otherwise. Further Affiant saith not.

l | : - & P g
TATE OF NEW MEXICO |
OUNTY OF EDDY L

The fore_éoiﬁg&nstru.mént was acmowlédgéd before me this 15th
Hlay of November, 1é70, by Rathe Ground

| ' A

Notary Publué

My Coramission Expires:

MY COMMISSION EXPRES 3-26-73
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Docket No.,

_EXAMINER LbAJ Vb ~ WEDNESDAY - AUGUST 5, 1970

DOCKET: _

: 9 A.M. - OIL CONSERVATICON COMMISSICON CONFERENCE ROOM,
b : -STATE TAND CEFICE BUILDING - SANTA FE, NEW MEXICO

et e T

18-70

{ 1 o . - e ‘
The following cases will be heard before Elvis A, Utz, Examiner,

or Daniel .

CASE 4385:

‘S. Nutter, Alternate Examiner:

(Continued from the July 15, 1970 Examiner Hearing)

S

- .,,ﬂ =

CASE 4388:-

; CASE 4389:

CASE 4390:

Application of King Resources Company for a unit agreement,

Otero County, New Mexice. Applicant, in the above-styled
cause, seeks approva_ of the ‘Brokeoff Mountain Unit Area
comprising 37,747 acres, more or less,‘of Federal, State and

ce—lands in Townships 24, 25, and 26 South, Ranges 19 and
20 East, Otero Ccunty, New Mexico. :

Application of Humble 0il & Refining Company for an exception
to Order No. R-3221, as amended, Chaves County, New Mexico.
Applicant, in the above- styled cause, seeks an exceptlon to
order No. K-=3221, as amended, which order prohibits the dis-

-posal of water produced in conjunction with the production of

0il on the surface of the ground in Lea, Eddy, Chaves, and
Roosevelt Counties, New-Mexico. Said exception would be for.
appllcant s Florence B. Lusk, DeSmet Federal, and Hesse Federal
leases located ‘in Sections 6 and 7 of Township 15 South, Range
30 East, Double L Queen Pocl, Chaves County, New Mexico.
Applicant seeks authority to dispose of salt water produced by
wells on said leases in unlined surface pits located in the
vicinity of said wells. ~

Application of Coastzal States Gag Prcducing Company for salt
water disposal, Lea County, New MexXico. Applicant, in the
above-styled cause, szeks authority to dispose of produced
salt water into the Upper Pennsylvanian formation through the
perforated interval from 2789 to 9924 feet in its State "27"
Well No. 2 losated in Unit F of Section 27, Township 14 South,
Range 32 East, Tulk-Pennsylvarian Pocl, Lea County, New Mexice.

Application of Murphy H. Iaxter for a unit agreement, Lea
County, New Mexico. Applicant., in the above-styled cause, seeks
approval of the Ncrth E-XK Queen init Area comprising 978 acres,
more or less, «f State  ilands in Township 17 South, Range 33
East, and Township 18 Scuth, Ranges 33 and 34 East, E-K Yates-
Seven Rivers-Queen Pocl, ILea County, New Mexico.
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CASE 4391:

' CASE 4392:

CASE 4393:

CASE-4394:

CASE 4395:

18-70

Application of Murphy H. Baxter for a waterflood project,

Lea County, New Mexico. Applicant, in the above-styled
cause¢, seeks authority to institute a waterflood project in
its North E-K Queen Unit Area by the 1nJect10n of water into
the Queen formation through 4 wells located = in Units A, D, F,
and G of Section 7, Township 18 South, Range 34 East, E-K

. Yates-Seven Rivers-Queen Pool, Lea County, New Mexico. Appli-
cant further seeks a procedure whereby said project may be
expanded administratively without a showing of well response.

of back allowable, Eddy County, New Mexico. Appllcant in the
above—styled cause, seeks the a551gnment of back allowable to its
"Mershon Gas Comm Well No. 1 located in‘Unit- A of Section 21,
Townshlp 22 South, Range 23 East, Indian Basin-Upper Pennsylvanian
Gas Pool, Eddy County, New Mexico, for the period from the date

- of completion of said well on September 22, 1969, to the date

of connection of said well on June 4, 1976. -

Appllcatlon of Mob11 0il Corporatlon for salt water disposal,
Lea County, New Mexico. Applicant, in the above- styled cause,
seeks authority to dispose of produced salc water into the

- Devonian formation in the open-hble interval-£from 12 240 fect-to

12,463 feet in its Santa Fe Pacific Well No.: 3 1ocated in Unit
M of Section 26, Township 9 South, Range 36 East, Crossroads-
Devonian Pool, Lea County, New Mexico.

Application of Phllllps Petroleum Company for a unlt agreement
Lea County, New Mexico. Applicant, in the above- styled cause,
seeks approval of the Plata Deep Unit Area comprlslng 5,600
acres, more or less, of Federal and State lands in Sections 8,
9, 10, 11, 14, 15, 16, 22 and 23 of Township 20 South, Range 32
East, Lea County, New Mexico.

Application of Consolidated 0il & Gas, 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 Abo formation in the perforated interval from
8915 to 8926 feet in its Shipp Well No. 1-17 located in Unit
H of Section 17, Townchip 17 South, Range 37 East, Midway Abo
Pool, Lra County, New Mexico.
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CASE_4396:
- tion and salt water dispcsal, Chaves County, New Mexico.

Application of Klabzuba, Munson and Seaman for a dual comple-

Appllcants, in the above-styled cause, seek authority to
dually complete its (Varel} Avalanche Journal Well No. 1
located in Unit N of Section 18, Townshlp 10 South, Range 28
East, Chaves County, New Mexico, in such a manner as tb®&

.produce gas from the San- Aﬂdres férmation in the perforated
~intexrval from: 2186 to 2204 feet of the Race Track (San Andres)
- pool through the c351ng-tub1ng annulus and dispose of produced

salt water through tubing into the San Andres formation of
said pool in the perforated 1nterval from 2262 to 2289 feet

In the matter of the hedrlng called by the 0il Conservation Com~

:mission on its own-motion to permlt Rio Trust and all other

1nterested persons to ‘dppear: and show cause why the folIOW1ng
Rio Trust wildcat wells located 1n Section 2, Township 1 North,
Range 2 ‘East, Rio Arriba County, ‘New Mexico, should not be
plugged and .abandoned in accordance with a CommlsS1on-approved

plugging program:

_ Little Chama Vallev :Co. Well No. 1
located 660 feet from. the North line -
and 1380 feet from the West 11ne~ T

Sargent Well No. l located 925 feet
from- the West line and 1445 feet from
the South line. .

In the aatter of Case No. 4267 being recpened by the 0il Con-
servation Commission on its own| ‘motion to permit. Edward M.

Kriss and all other interested part;es to appear-and show cause
why the Edward M. Kriss thtle Chama Valley Company Well No.

1, a wildcat well, located '545 feest from the Nerth line and 1530
feet from the West line of Section 2, Township 1 North, Range

2 East, Rio Arriba County, New Mex1co should not be plugged
and abandoned in accordance with a Commission-approved plugging

CASE 4397:
CASE 4267: (Reopened):

program.
CASE 4398:

Application of Michsel F. Grace and Corinne Grace for compulsory
pooling and unorthecdex gas well locations, Eddy County, New
Mexico. Applicant, ir the above-styled cause, seeks an order
pooling zil mineral interets from the surface oi tiie ground

down to and including the Morrow formation underlying the K/2




S

Examiner Hearlng - August. 5...197¢- - T

L -

~-DoCKet NO.

-4-

~18-70

(Case 4398 continued)

CASE 4354:

and the S/2 of Section 2, Township 23 South, Range 26 East,
Eddy County, New Mexico, to form two 320-acre proratlon units
for the production of gas from' ‘any or all zones of ‘the
Pennsylvanian formation. Said N/2 and S/2 to be dedicated to
wells to be drilled respectively, at unorthodox locatlons 2500
feet from the North line and 330 feet from the East line of
said Section 2 and 990 feet from the South line and 660 feet
from the East line of said Section”2.

Also to be considered will be the. costs of drilling’ said wells,
a charge- for the risk involved, prov151ons for the allocatlon
of actual operating costs, and the establlshment of charges
for supervision of. said wells.

(Continued from the July 1, 1970, Examiner Hearing)

Appllcatnn of Michael P. Grace and Corinne Grace for ; ‘
compulsory pooling, . Eddy County, New Mexico. Appllcants, in
the above-styled cause, seek an order poollng all mineral
interests from the surface of the ground down to and including
the Morrow formation underlying the N/2 of Section 11, Township
23 south), Range 26 East, South Carilsbad Field, - Eddy County,

New Mexico, said acreage to be dedicated to a well to be drilled
in either the NE/4 NW/4 or the NW/4 NE/4 of said Section 11,
2lso to be considered Wlll be the costs 'of drilling sald well,

a charge for the risk involved, a provision for the allocatlon
of actual operating costs, and the establishment of charges

for supervision of said well.
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WELL COST ESTIMATE AUgUSI 4, 9 tY

} FRoReT 7 - ‘
'SOUTH CAR LSBAD AIRPORT TEST (12,000 feet) ‘
LEASE WELL _NO, SECT‘%N OLOCHITOHNIQNIF ) O\;RVEYIRANGE S\fATS )
% e ~230S R-26-E Néw Mexico
JUNTY FIELO PROR OF COST : OATC WOAK TO GEQGIN|ESY. DAYE OF GOMP
v _Eddy - So. Carlsbad 100% | Single gnd Dual Completion 197(1 ' 1970
-TASONT WORK NECESSMH OR BENEFITS TO DE PERIVED o

DRILLING VENTURE TO EVALUATE PRODUCTIVE POSSIBILITIES OF (4) Pennsylvamqn gas zones

wo R L oETAIL . °::25221‘;§' ?'fn_g:.?i fn'c%o‘ur”s . AGTUAL COST
i CINTANGIBLES . |>ingle [Dual{(add)
LOCATION and ROAD _ j ‘ ' -
} Survoy and Purmlit ) : ]50 :
j Aood ond Locolion Preparotion 500. - 250, .
5\ Surfoce Damogos . 1,500, , el
;" Fencing ~ Filling Pits = Cleanup 1 1,200 , y _
*DRH.LING TURNKEY : -
N . ft. at noar_foot . . ~
: _90____days  Rig time ot 2J0UUZdaY. 144..000 g“;e No. 4354
{: . im0 0YS Rig  $lMhe . 0% e, - ' . xhibit N° 2
§ DriliZ Pipe — Tool Roalal e —— e i WELL COST EST'MATE
n 23 Bifs_at i, 15,0001
! Bits ot . : | William J. LeMay - Geologist
P Reamer Cutlers ' . V '
B ) S Core Barrel — Core -Heod Rental : .
. [ .
F . . {CASING CEMENTING . . — : "110.000. 5,000 3,500,
SU {SQUEEZE . CEMENTING.OR PLUGGING - ] -
LOGGING = SIDEV/ALL GORING Log Suite - . 7,500}
CORE ANALYSIS . A L
FORMATION. TEST:NGS"D 3; T.'s ) . "~ 6:000
‘| PERFORATING L . 1:,5001 . 37000 1,500.
ACIDIZING _dnd FRAC ] 16,000] 14,000} - 14.000.
SPECIAL- RIG COMPLETING. . ~ 5,000f 4,000] - 5 000
] SERVICES Wd'ngf efc - 780 Ny T
TRUCKING a5 . 11,200 . SUR.
GEOLOGY - - } - 1,500} 1
-_En ﬂéering 41,5008 ° 300 750.
phe L E - Lnnnmn Unit _ .4, 000 S T
B _TOOL and_EQUIPMENT RENTAL
' FWATER and FOEL __ 7, 000 ] :
- CASING SUPPLIES , 7,200} 3,000 800.
- < . §{DRILLING MUD end CHEMICALS - , 55,000 - '
COMPANY SUPERVISION (3750, per mo.) * 2,250 i 500.
ER CONTINGENCIES * 5% . 13,500} 1,300 :
T i For Dual Completion =.add $28,900. ‘
‘Single Completion TOTAL INTANGIBLES  1282,950..
I Dugl Completion TOTAL INVANGIBLES . 311,850 27,000
i TANGIBL;S
§CAS|NG CONDUGTOR . - .
{ CASING, SURFACE 350" of T3 3/8" i ] ] | 4,000 ,
: CASING, PROTECTION 5300°of 9 5/8" 17,000 2 000
{ CASING, PROOUCTION 12,000 of 57" 29,000 29 000.
i CASING, OTHER ;
“TusiNG 12,000 of ? T/16" ‘ 9,000] 9,000 ~ 9.000.
- _PACKER : . . 700 700! - 700
_Flow Lipes — : 500 100 500,
TWELL HEAD EQUIPMENT T 5,000 2,000 2.000.
'sua‘suaFAce EQUIRPMENT : i 2,200 800 .
Single Completion TOTAL TANGISLES 65,400412, 600 3&,%88
qulg CompletionTOTAL ESTIMATED WELL COST 1A} 348,350. 9 ©
;, TOTAL ESTIMATED DAY ROLE COST | 258,950. 79,400.
. :%&J‘ES:Y FOR ABOVE PROJECT PROJECT RECOMMENDEO [} PROJECY iPPROVEO BY . PROVECY APPAOYVED BY .
k. Wllllom J. LeMay Michael P, Grace

~ PARTNE

e e

ALEATL COEMABI PTIAN TOTAD ESTIMATED WFEILL st (417 - . v 200 ) - $389. 850,
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BEFORE EXAMINET
CiL CONSEPVATION (,\

CEXHIBIT NO. _ﬁ.L

cast'NO._ 4251 . ‘

- 28 August 1970

Mr. Owen-l4. Lopez -

Hontgomery, Federici, Andrews, .
Bannahs & dMorris

P. O. Box 2307 ,

Santa Fe, New:Mexico 87501

iMr. William B. Kelly S S

_White, Gilbert, Koch & Kelly

P. 0. Box 787 '
Santa Fe, New Mexico 87501 e R

Re: N/Z SeC. 11, ‘T“23-S, R-ZG“E, Not’i.P.Mo,
Eddy County, New Mexico e

;Gentlemen:

It is my understanding that Mr. Lopez represents Mr. Michael P.
Grace and Mr. Kelly represents Corinne Grace, the owners of a
State of New Mexico oil and gas lease embracing, among other lands,
NE/4 NW/4 and NwI/4 NE/4 of Section 1ll. I represent Texas Oil &
Gas Corp., the operator under an option farmout contract from Pan
American Petroleum Corporation, covering the remaining 240 acres
in the N/2 of said Section 11.

The purpose of this letter is to confirm in writing an oral offer
made by my clients to Mr. Lopez, then attorney for both of the
Graces, by telephone on oxr about April 7, 1970. Tais offer was
first made when my client proposed to drill its first well in the
Carlsbad Field at a location in the N/2 of said Section 11, and
such offer has remained open and unaccepted down to the date here-
of. When the offer was not timely accepted by your clients, Texas
0il & Gas Corp., in order to perpetuate one of the expiring leases
in Section 11, commenced driliing its Pan American State No. 1 well
in the NW/4 SE/4 of Section 1) and presently is in the process of
attenpting completion of said well in the Atoka and torrow forma-
tions.
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Hessrs. Owen M. Lopez and William B, Kelly 28 August 1970

-2~

In the event my client accepts the option farmout contract fron
Pan American Petroleum Corporation by electing to drill a develop-
ment well in the Carlsbad Field at an orthodox location in the

N/2 of Section1ll, my client would still either: =

- 1) Accept a farmout contradct from Michael P. and:
Corinne Grace on the identical terms of its
farmout from Pan American Petroleum Corporation.

2) Enter into a joint operating agreement on the
same form of agreemeant (A.A.P.L. form 610) as
now exists between Texas Oil & Gas Corp. and
the other non-operators in Section 11, whereby
your clients would pay their one-fourth share
of drill;ng the develorment well and the entire
‘N/2 of Sestion 11 would be dedicated to the well.

I have heretofore furnished you with a copy of the Pan iAmerican
contract which provides, in part, for the reservation to the
owner of a 17=1/2% overriding rogalty interest. Although there
has been some indication at one time ox another since this offer
was first made that your clzents would accept one or the other of
the above: proposals, such indication has never been evidenced in
writing and has, to the best of my knowledge, been subsequently

withdrawn.

Your clients' appllcation, Case No. 4354 for compulsory pooling,
and my client's: appllcQtion for a non-standard unit, are both set
for hearing before an ¢xaminer on September 16, 1970. In the
event your clients elect to accept either of the above offers, we
should appreciate receiving confirmation of such fact in wrxtlng,
on or before the date set for such hearings.

Very txuly yours,

A. J, Losee
AJL:jw

cc: Mr. Guy Buell
rir. Bob Young
Mr. John Hill
Mr. W. B, Macey




LA LE . Telegram

western unian

MR A

3 Ava;z's,(,fﬁ PDEALBUQUERQUE NMEX 23 259 PNBT=

, - : 9 - T .
xnzs | | W {330)e |

\ L PORTER JR %C BIRECTOR = BOIN 25 P 3 47
NMEX O1L CONSERVATION COMMISSION STATE LAND OFFJCE

BLDG SAN?A FE- NHEX’

BRAY AS ATIORNEY FOR THE APPLICANTS IN THE

IRET NMOCC CASE # 435k THLS TELEGRAM WiLL Am; _z;u Il
HERE B

HERE I Zi’ WiTH |
ABOVE CASE FORMAL PLEADING TO FOLLOW = —
g M tunasrz JR ATTGRﬂEYa. z._i._aw-, W 1
D g ,
e N 1'(.3 4N
DOCKET ManED Co27 ™
DoteZ-2- ?a
\_ ° ’ N,

WU 1201 (R 5-69)

e e




i
A RS e e s PR

o R R R

BEFORE THE OTL CONSERVATION ‘COMMISSION

OF THE STATE OF NEW MEXICO | 1¢1“/'
APPLICATION OF MICHAEL ‘ /” ,/pf
P. GRACE and CORINNE /1)5
GRACE, for Compulsory d
Pooling, Eddy~ Connty,
New Mexico -
Case No. 4354

ENTRY OF APPEARANCE

The undersigned hereoy enters an appearance on

behalf of the applicants MICHAEL P. GRACE and GORINNE GRACE

in the above matter.

MONTGOMERY, FEDERICI, ANDREWS,
HANNAHS & MORRIS

Post Off‘ice Box ?307 X
Santa Fe, New Mexico 3?5
.

=

Attorneys for Applicants

CERTIFICATE OF MAILING
I certify thet I caused to be maifed a true and
correct copy of the foregeing ENTRY OF APPEARANCE to Guy
Buel, Bsq., Attorney for Pan American Petroleum Corporation,

Post Office Box 1410, Fort Worth, Texas, this ay af
July, 1970. /;LM?
>
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" J.M. DURRETT, JR= 268-2466 ,

Attorfiey at Iaw =3 " ; ;

1814 San Matep NE= - :
Albuguerque, New Mexico ;

Box 3001 : june 25, 1970 O

New Mexico Oil Conservation Commission
Box 2088 .
“Santa Fe, New Mexico 87501
Attention: Mr. A. L. Porter, Jr.
o Re: Gase No. 4354 - Application of
G v .Micpé‘e_l-P. and Corinne Grace for
‘ Compulsory Pooling, Eddy County, N.M.

" Gentlemen:

I am enclci%irig my withdrawal as attorney for the
applicants in the above case.

o ' ' Very truly yours,

T.M. DURRETT, JR.

JMD:dn
encl.
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o -
BEFORE THE OIL CONSERVAEBON COMMISSION

Il

o

]
OF THE STAE OF NEW MEXICO

- Application of .

MICHAEL P. GRACE and |
CORINNE GRACE, - ‘Case No. 4354

for Gompulsory Pooling,
Eddy County. New Mexico

/

WITHDRAWAL OF ATTORNEY

T.M. Durrett, Ir ‘hereby Withdraws as ‘Attorney for the
applicants, Michael P. Grace and Corinne Grace, in the above

case.

Y. M.'DU""R‘ﬁETT,‘ Ir.
Attorney at Law

1814 San Mateo NE
- Albuquerque, New Mexico

I certify that a copy of the
‘foregoing pleading was mailed

‘to Michael P. Grace and Corinne
*“race the 25th day of June, 1970.

520 Manrssd N
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MONTGOMERY FEDERlCI ANDREWS, HA’NNAHﬂ'MORRls
J.O.SETH (1883-1963) ATTORNEYS AND COUNSELORS AT LAW w !

N ¢

e : g s 350 EAST PALACE AVENUE .

: A. K. MONTGOMERY % 7
wM.FEDERICI ’ SanTA Fe, New MEXICO 875,01 = pPOST OFFICE BOX 2307
FRANK ANDREWS o AREA CODE 505
FRED C.HANNAHS . : = NE D82- -
RICHARD S. MORRIS - - * TELEPHONE 982387
SUMNER G. BUELL :
SETH D. MONTGOMERY

) : June 25, 1970

FRANK ANDREWS m

Mr.. George M Hatch« o -
New Mexico 01l Congervation Commission ‘ i
Post- Office Box 2 088 : i %
Santa Fe, New Mexico 87501

Re: Application of Michael P. .Grace and » Do
Corinne Grace for Compulsory Pooling, :
Eddy County, New Mexlico ~
Case No. 4354 : {

Dear George.

Pursuant ‘to our telephone ccnversation today and in
accordance with m onversation with Mr. A. J. : i

Losee, it is the erLlc:aud reguest ofour ‘elients, ;

Mr. and Mrs. Grace Uhab the above offe- set for. --. R
hearing on July 1, 1970, be continued until the first ' .
hearing before your Commission in August. RS

Thank you very.much for your cooperation.

incerelj'

OML:peg




LAW OFFICES
A.J. LOSEE
JOEL M. CARSON | CARPER BUILDING - P. O. DRAWER 2
e ARTESIA, NEW MEXICE SB210

25 June 197§§

M Jon 36 A 6 1S

Mr. George M. Hatch, Attorney
Oil Conservation Commission
P. O. Box 2088 o
Santa Fe, New México 87501

- order, Case 4354

AREA CODE 508
746-3508

. <31;9L
- s (zlbﬁtﬁf

Re:. Appllcatlon of Mlchael P. Grace and |
Corinne-Grace for a Compulsory Poollng

= A

Our File No. 2504- =70

Dear George:: .

copies of this letter

AJL:jw

cc: Mr. Bob Young, Texas Oil & Gas Corp.

e ‘Mr. John H. Hill

We hereby join in the rédﬁéétfojthé"aﬁﬁriééhEs‘tb continue
the above case until the August 5, 1970, examiner's hearing.
This request ‘is made on behalf of the parties receiving

Very truly yours,

QQ%

A, J. Losee

Mr. W. B. Macey, Nielson Enterprises, Inc.

DOCKET MAILED

Date —




PQQHL?il EXAMINER HEARING — WEDNESDAY ~ JULY 1, 1970

‘ . 9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
3 i _STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Elv1s A Utz, Examlner or
Daniel S. Nutter, Alternate Examiner :

CASE 4354: (Continued?from the May 13, 1970"Exéminér Hearing)

Appllcatlon of M;chael P. Grace and cOrlnne Grace for
compulsory poollng, Eddy County, New Mex1co., Applicants,
‘in the above-styled cause, seek an order poollng all
mlneral lnterests from the surface of the ground down to
and 1nclud1ng the Morrow formatlon underlylng the N/2
of Section 11, Townshlp 23 south, Range 26 East, South
Carlsbad“Fleld Eddy. County, New Mexico, said acreage to . oo
be dedlcat, to a well to be drlll, ! ﬁ;elther the NE/4
fw/a or. the NW/4 ‘NE/4 of said Sectlon “11. Also to be con-
f51dered will be the costs of drllllng 'said well, a charge
‘for the rlsk 1nvolved, a prov131on for the allocation of
: actual 0perat1ng costs, and the establlshment of charges
" . for ‘supervision cf said well.

o

CASE 4165: (Reopened):

L In the matter of Case No. 4165 belng reopen ed pursuant tc the

N & prov1s1ons of Order No. R-3795 Wthh order established

; ’ 160-acre spac1ng unlts "and an 80—acre proportlonal facter

L - of 4.77 for the East Bagley—Pennsylvanlan Pool, Lea County,
S : , New Mex1co.. All interested partles ‘may appear and show

o cause why the said pocol should not be developed on less thah

L : 160-acre‘dpacing units and to show cause why the 80-acre

% . proportional factor o< 4.77 should or should not be retained.

CASE 4173: (Reopened):

] . In the matter of Case No. 4173 belng reopened pursuant to the

; prov1sxons of Order No. R!3811 whlch order established 80-

: acre spacing units and a llmltlng gas -0il ratio of 4000
cubic feet-of gas per barrel of oil fop the Hobbs-Drinkard
Pool, Lea County, New Mexico. All interested parties may
appear and show cause why the said pool should not be devsliop=3

: on 40-acre spacing units and why the limiting gas-cil ratic

i should not revert to 2000 to one.:




Examiner Hearlng - July l 1970 o .
-2- ' Docket No. 16-70

CASE 4371: Application of Bétty Oil Company for a waterflcood expansion
and amendment of Order No. R-2966, as amended,/:Lea County,
New Mexico. Appllcant 'in the above-styled cause, seeks
E ; g authority to expand its Justis-McKee Unit Waterflood Pro;ett
ST . R : Justis-McKee.Pool, by the conversion to water injection of ov.
AT ? , : " four additional wells in Units B and H of Séction 24, Town-
ship 25 South Range 37 East, and Units D and M of Section 19,
, Townshlp 25 bouth Range ‘38" East Lea cOunty, New Mexico.
;Appllcant further seeks'the*amendment of Order No. R-2966,
S ‘as amended to permlt_ dmlnlwtratlve approval for the drill-
. 1 ' . 1ng or conversibu of udd‘tlc al 3ﬁ§ect1o fwells at orthodox

; . %3 Internatlon’ Hydrocarbons Incorporated for
an unorthodof'gas well locatlon“Lea County, New Mexico,
"Appllcant\ in the above—styled' ause, Seeks approval of an
unorthodox gas well location for a well to be drilled 990
feet from the North ‘and West 11nes of Sectlon 8, Township 26
,South Range 33 East, Réd Hllls-Wolfcamp Gas Pool Lea COunty,
- New Mex1co.

‘CASE 4373: Application of Benson-Montin—Greer Drilling Corporation-for -o.
pool. redellneatlon, RlO Arrlba Ccurty;~New'Mex1co Appllﬁdht,‘”ﬁ"“'h'
‘in the above—styred cause, seeks the redellneatlon of certain

D T : pool boundarles to 1nclude the deletlon of the fellowing-

'i3 , descrlbed acreage from the ‘East Puerto Chlqulto-Manoos 0il

: Pool, Rio Arriba County, New Mexico.

. , | - ' TOWNSHIP 26 NORTH, RANGE 1 EAST
: ‘ ©  Section 20: W/2
PR Section 29: All
s B ) Section 32: All
' Section 33: W/2

- " TOWNSHIP 25 NORTH, RANGE 1 EAS T
= " Section 4: W/2 -
‘ Section 5: All
Section 8: All
Section 9: W/2
Section 17: All
Secfion 20: Alll

e

Section 29: W/2

and for the extension of the West Pueric Chiquitc-Manzos 0il
Pool to include the above-described acreag=: and the fnllowing-
described acreage in said county:
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: Examiner Hearing - July 1, 1970 »
-3- . Docket No. 16-70

Al A

]caséu4§73-continued2

TOWNSHIP 24 NORTH, RANGE 1 WEST
Sectlons 1 through 36 - All

TOHNSHIP 24 NORTH; RANGE 1 EAST
Section 6: All
Section 7: All
o R _ : Section 8:. W/2
2 - R ~ ‘Section 17: W/2 .
] :  section 18: All
' ] Section 19: All
~ Section 20: W/2
-gection 30: All

CASE 4374: Applzcation of Benson—Montln-Greer Drllllng Corporation

' - for expansion ‘5f a tnit area, Rios Arrlba County, New Mexico. L
S - Applicant, in the above—styled cause, seeks authority to ‘ :
Telo ) expand the Canada O0jitos Unit Area; authorized: by Order No.

: R~2544, to include some 20,480 add;tzonal .acres, more or

less, of Federal, State and Fee lands-in- Township 24 North,

Ranges 1 East and 1 West, Townshlp 25 North, Ranges 1 East

and 1 West; and Townshlp 26 North,: Range 1 East, Rio Arriba

County, New Mexico, :

CASE 4366: (Readvertised) A L i

, ' Application of Mobil Oil cOrporation for. down-hole com-

3 mingling, Lea County, New MeXICO.: Appllcant in the
above-styled cause, seeks authorlty to commingle production
from the Vacuum—Wolfcamp and Vacuum-Upper Pennsylvanian

; pools in the well-bore of its. Brluges State Well No. 109,

£ a triple completion, located in Unit N of Section 24, Town-
: ship 17 South, Range 34 East, Lea Count New Mexico.

v

CASE 4375 Application of Pan American Petroleum Corporatlon for an
exception to Rule 104 C. I, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an exception
Rule 104 C. I of the Commission Rules and Regulations to
permit the completion within 660 feet of another producing
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Eo _ Examiner Hearing - July 1, 1970

CASE 4376:

Mexico.

CASE' 4377:

CASE 4378:

Docket No. 16-70

CASE 4375 - Continued fromAPage 3 -

well of its Byers "A" Well No. 1 whlch is belng direction-
“ally drilled in Unit ' C of Section 5 Townshlp 19 south,

Range 38 East, Hobbs Pool, Lea County, New Mexico, pur-

“suant to Order No. R-3973.

Application of Pan American Petroleum Corporation for an
exception to .Order No.. R-3221,.as amended, Chaves County,
New Mexico. ‘Applicant,. in the above-styled cause, seeks
an exception to Order No. R-3221, as amended, which

order prohibits .the disposal of water produced in:con-
AJunctlon with the production’of oil on the surface of the
ground in Lea, “Eddy; ‘Chaves; :and Roosevelt Countles, New
Said exceptlon would be for applicant's Lusk

*A" Lease comprising the NE/4 of Section 6, Township 15
South, Range 30.East, Double- L- Queen Pcool, Chaves County,
New Mexico. Appllcant seeks authorlty to disposs i salt
water proauced by: wells on’ sald lease in. an unllned

‘sur face’ p1t

»Appllcatlon of Champlln Petroleum Company for a unit
‘agreement,’ ‘Roosevelt County, New Mexico.
‘the- above-styled cause,<seeks approval of “the _State

-Applicant, in

32-7<337Unit Area comprlslng ‘640 -acres;: mofe or less, of

. State:lands in Seétion- 32, Township 7 South, Range 33 East,

Chaveroo-San Andres Pool, Roosevelt County, New Mexico.

Appllcatlon of Champlin Petroleum Company for a waterflood
expansion and amendmernt ‘of Order No. R+ 3550 Roosevelt
County;, “New Mexico. Appllcaﬁt :in the’ above-styled cause,

‘seeks authority to expand its ‘State’ '32: Waterflood Project,

Chaveroo-San Andres Pool, by ‘the Conversidn of water
injection of one-additional well loc¢ated: in Unit B of
Section 32, Township 7 South, ‘Range 33 East, Roosevelt
County,  New Mexico. Appllcant further seeks the amendment

of Order No. R-3550 to permit administrative approval for
the drilling or conversion of’ addltlgnalylnjectlpp wells
without a showing of well responce. - i T
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CASE 4379:

'CASE 4380:

Examiner Hearing -~ July 1, 1970 Docket No. 16-70

Appllcatlon of Hal M. Stierwalt for an exceptlon to Order
No. R-3221, as amended, Eddy County, New Mexico. Applicant,
in the above-styled cause. for hlmself and as agent for

. Order No. R-322l as amended, which order ‘prohibits the

disposal of ‘water produced in conjunction with the production
of oil on the surface of the ground in Lea, Eddy, Chaves and
Roosevelt Counties, New Mexico. Said exceptlon would be for
eight of Stlerwalt s wells and four of Southern Uni.on
Production” cOmpany s wells located in Sections 1 and 2 of
Townshlp 16 Ssouth, Range 30 Xast, West ‘Henshaw-Grayburg

Pool, Eddy County, New Mexico. Appllcant seeks authority

-to dlspose of sdlt water produced by said wells in unlined

surface plts located in the- v1c1n1ty of said wells.

Application of Shenandocah 0Oil Corporation for a waterflood
project, Eddy County, New Mexico. Applicant, in the above-

styled cause, seeks authority to institute a water flood

project in the Shugart Pool, Eddy County, New Mexico, by the
1nJect10n of wateéer into the Yates amnd Queen formations

‘througl: ita. Shugart "B" Well No. 1 located in the SW/4 ‘SE/4
of Sectlon 33, Township 18 Scuth, Range 31 East.

. . Lo .
U T SR S Y PN T -
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_,OlL CONSERVATION COMMISSION
P. O. BOX 2088
i* SANTA FE, NEW MEXICO 87501

May 13, 1970

DOCKET #\AILED :

‘Ht. A>. J. Losee 6 ’_’/?__,76

Attorney at Law Dete
P. O. Drawer 239
Artesia, New Mexico

Re:- Application of Michael P. Grace and -
Corinne Grace for a Compulsory Pool-
ing Order, Case 4354
Your File No. 2504-70

Dear Jerry: -

The subjéct case has beéh continued to the
July 1, 1970, Examiner Bearing. '

A copy of the docket will be mailed to you.
a few days prior to the hearing. '

Very truly yours,

GEORGE M. HATCH
- Attorney

GMH/esx
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. LAW OFFICES  ~
AL J. LOS EE 2
JOEL M. CARSON CARPER BUILDING ~ P, O, DRﬁWER 23%_ AREA CODE 505
ARTESIA, NEW MEXICO &8210 qu 746-3508
=

12 May 1970 @ °

Mr. Bodb Young, Attormey

. Toxas Oil & Gas Corp.

2520 Fidelity Uniom Tower

Dalles, '!mn 75201

l-. Appuuti.on otmmlr.ctmandcmcm
Ccschlo.é-

Onr uh No. 2504~
Deax Bob:

Nr. George Batch, Attorney for the Comaission, confirmed tome
on the telephcns today:hat:hnppnccmhcdnqmudcm-
tinuence of the above case until the first Examiner's hearing

in July of 1970. Mr. Hatch advised that in all events, the

».mm.mmmuulwmmm.uu
e-a:hu it and notify us of the continued dste for hearing.

C%W

AJL:jw

ec: Mr. Guy Buell
“dMr. Jobm Hill
Mr. Bill Macsy

+Mr. Georgs Hatch




LAW OFFICES

A.J. LOSEE

JOEL M. CARSON CARPER BUH_.‘OING - P. O. DRAWER 239 AREA CODE 565
ARTESIA, NEW MEXICO 88210 746-3508
. : 8 Hay 1970 : o ‘
i : ¥ S . ’ : ) .
2 * y . . - : . *
TSR IR Mr. Jamas M. Durrett, Jr.DOCKET MallsD

Atcorney at Law

rz L - P. O, Box 3001 wo

- Albuguerque, New Maxico

PNt

~< Y O

RE; Applicatiom of Micheel P, Grace and
Coriune Crace for a cgpuuo:y Poouu
Ordex, Case ¥o. 4354

Dear Jim:

This will contim our telaphons convexsation cf chis date.
in which you were advised that 1 repzssent the iaterest
_owners in the M/2 of Section 11, to whom & carbon ccpy of -
this letter is deoing furnishad., At the dars of this writiug
1 have mot yest coatacted kr, Young with Texss 01l and QGas

A Coxpozation, but I am authorized to state on behelf of all

T 1 of the other partiss that we join in your requast continue
: g case until the first exsminer huzh;_nhdn.lh o
t %y-ﬂm ’

S

1 will comtact Mx. Young om londay and, unless you hesr from
e to the co-:n:y on that date, you will know that Texas Oil
and Cas Cozporstiom also has no objection to this comtimuance.

R RS ~ : 1 also understand thet if you do not receive satisfagctory
SR L telephone assuramce from Geoxge Hatch, that the case will be so
- . continued, you will call snd advise me of this fact by telephone
on Monday.,

vith kind regards, I remain

Very truly yours,

Yz

-

A, J. Los.eze/’
AJL/gmx
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% : o DOCKET No. 12-70

DOCKET: REGULAR HEARING — WEDNESDAY - MAY 13, 1970

OIL CONSERVATION COMMISSION - 9 A.M, - MORGAN HALL, STATE LAND OFFICE
BUILDING, SANTA FE, NEW MEXICO R

ALLOWA%LE: (1) ‘Consideration 6f the oil allowable for Jiine, 1970:

_ : (2) Consideration'éf the allowable production of gas for
% B June, 1970, from fifteen prorated pools in Lea, Eddy,
: ' Roosevelt and Chaves Countles, New Mexico: also bre-
. sentation of purchaser s nomlnatlons for said.  pools
for the six-mohth period beglnnlng July 1, l970~
consideration of the allowable producflon of gas from
nine prorated pcols in San Juan, RlO Arrlba and
sandoval Counties; New Mexico, for June, 1970.

THE FOLLOWING CASES WILL BE HEARD BEFORE DANIEL S. NUTTER,
EXAMINER, OR ELVIS A, UTZLiALTERNATE EXAMINER:.

CASE 4354: Appllcatlon of Mlchael P. Grace and Corlnne Grace for

. : :compulsory noollng, Eddy County, New MeX1co.f Applicants,
N . in the above-styled cause, Seek an order. poollng ‘all mineral -~ o
S \\\ ‘interests from the surface of the ground down to and includ- R
e ' : llna the Morrow formation underlying the N/2 of Section 11, oo

; ' ‘ Township 23 South, Range 26 East, South Carlsbad Field, Eddy

j’,'~ o o County, New Mexico, said acreage to ‘be dedicated to a well to
IR NEREEE o _ be drilled in either the NE/4 NW/4 or the NW/4 NE/4 of said
A SR ' Section 11. Also to be considered will be the costs of drill-
S : ing said well, a charge for the risk involved, a provision

for the allocation of actual operating costs, and the estab-
lishment of charges for supervision of said well.

CASE 4355: Application of Pan American Petroleum Corporation for pcol
consolidation, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the consolidation of the North
Bagley-Upper Pennsylvonlnn and North Bagley-Lower Pennsyl-
vanian Pools, Lea Count), New Mex1co, into one pool,
Appllcant further requests tne Lower reuuaylvanlan Allowable
Factor be applied to the consolidated pool.

CASE 3727 (Reopened) :

In the matter of Case 3727 being reopened pursuant to the pro-
visions of Order No. R-3428, which order established 640-acre
spacing units for tkhe Rock Tank-Upper Morrow and Rock Tank-
Lower Morrow Gas Pocls, Eddy County, New Mexico, for a period
of one year after first pipeline connection in eithex cof the
pools. All interested persons may appear and show cause why
said pools should not be dzveloped cn 320-acre spacing units,




Regular Hearing - May 13,

oo

CASE 43563

Corporation State No.

Docket No. 12—50

A

T

Southeastern nomenclature case calling for an'écaéf“fbr ‘the
creation, abolishmént, extension and contraction: of certain
pools in Lea, Eddy, Chaves and Roosevelt Countles, New .

Mexico. - '

(a) laés1f1ed-

Create a new pool in Lea COunty, New Mexico,

‘as a 'gas pool for Morrow production and designated as the

Baum-Morrow Gas Pool.- The discovery well is the RK Petroleum
1 located in Unit B of Section 27

Township 13 South, Range 32 East, NMPM. Said pool would

comprise:

TOWNSHIP 13 SOUTH, RANGE 32 EAST, NMPM
 SECTION 27: N/2

(b) “ Create a’'new pool in Lea Cdunty, New Mexico, classified
as a gas pool for Queen-Penrose production and deS1gnated as
the East Querecho ‘Plains-Queen Gas Pool. The discovery" ‘well -
is Robert N. Enfield's Hudson Fedéral No. 1 located in Unit
0 of Section 30, Township 18 South, Range 33 East, NMPM.

TOWNSHIP 18 SOUTH RANGE 33 EAST NMPM
SECTION 30: SE/4

AbOllSh the Bluitt-San Andres Pool in Roosevel* County,
descrlbed as:

(c) -
New Mex1co,
_TOWNSHIP 8 SOUTH, RANGE 38 EAST, NMPM
"SECTION 7: All o :
- SECTION 8: Alil
SECTION 17: All
SECTION 18: All

(d) Extend the Blultt ‘San Andres Assoc1ated Pool in
Roosevelt County, New Mexico, to inc¢lude therein:

TOWNSHIP 8 SOUTH, RANGE 38 EAST NMPM
anTION 8: s8/2
SECTION 17: W/2

(e) Contract the Bagley-Pennsylvanian Pool in Lea County,
New Mexico, by the deletion of the following described area:;

TOWNSHIP 12 SOUTH, RANGE 33 EAST, NMPM
NE/4

SECTION 4:
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= (Case 4356 continued)
T _ T G L,i;,> A . e : ‘ - L
R
i (£) Extend the North Bagley—Upper Pennsylvanlan Pool in
~ "Lea County, New Mex1co, to- 1nclude *hereln

 POWNSHIP. 11 SOUTH, RANGE 33 EAST NMPM
-~ SECTION: 33: E/2 S e ¥

TOWNSHIP 12 SOUTH, RANGE 33 FAST, NMPM
SECTION 4: = NE/4 T

(g) Extend the Cerca~Upper Pennsylvanlan Pool in Lea
“County, New: Mex1co, to . 1nclude thefein::. : .

TOWNSHIP 13 SOUTH, RANGE 34 EAST, NMPM
. SECTION' 34-~~NW!4¥f§-}¢;;e”

: TOWNSHTP ‘14 SOUTH, RANGE 34 EAST NMPM

S ST M O e M s M e DS

= 2 i ‘ ’H_SECTION 8:  NW/4
é (h) Extend the Double L- Queen Pool 1n Chaves County,
,%% ‘New Mex1co, “to’ 1nclude thereln—
£ TOWNSHIP 15 SOUTH; RANGE 29 EAST NMPM
# SECTION 12° E/2 NE/4
o g (i) Extend theé Hobbs—Bllnebry Pool 1n Lea County, New
3 MeXico, to include theéreéih:
4  POWNSHIP 18 SOUTH. RANGE 38 EAST, NMPM
SECTION '33: . NE/4
F“7 o ; (j) Extend the Lea-Bone Springs Pool in Lea County,
‘ i New Mexico, to inciude therein:
TOWNSHIP ‘19 SOUTH RANGE 34 EAST NMPM
SECTION '35: SE/4
TOWNSHIP 20 SOUTH, RANGE 34 EAST, NMPM
SECTION 2: E/2
(k) Extend the Rock Tahk-Lower Morrow Gas Pool in Eddy
; V : - County, New Mexico, to include therein:
!
TOWNSHIP 23 SOUTH RANGE 24 EAST NMPM
SECTION 12: All
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(1) Extend the Rock Tank-Upper Morrow Gas Pool in Eddy

'County, New Mex1co, tovtnclude thereln-

TOWNSHIP .23 SOUTH, RANGE 24 EAST NMPM
oECTION’lZ' All

(m) Extend the Tulk—Pennsylvahian:Pool in Lea'County,

New Mexico, to include therein:

TOWNSHIP 14 SOUTH 'RANGE ‘32 EAST, NMPM
SECTION 34: NE/4

{n) Extend the Tulk—Wolfcamp Pool in Lea County, New

Mexico, to include therein:

TOWNSHIP 15 SOUTH, RANGE 32 EAGT, NMEM
SECTION 9: NE/4

(Continued from the March 25, 1970, Examiner Hearing) -

Tn tho-matter of the hearing called by the 0il Conservation
Commission on its own motion £o permit Robert T. Smith and

~-all other 1nterested persons to. appear and show cause why
" the’ follOW1ng Robert T. Smith wells located in Section 32,

Township 20 North, Range 9 West, McKLnley/,ounty, New
Mexico, should not be plugged and-abandoned in accordance
with a Commission-approved plugging programs.

State Well No: 1 located 487 feet from the
North line and 990 feet from the East line;

State "A" Well No. 1 located 400 feet from the
North line and 990 feet from the Rast line;

State Well No. 3 located 330 feet.from the
North line and 330 feet from the West line;

State Well No. 6vlocated 220 feet from the
North line and 1485 feet from the East line;

State Well No. 6-Y located approximately 5
feet West of the above—described Well No 6;

State Weil No. 8 located 1155 feet from the
North line and 2475 feet from the East line.
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CASE 4337: (Continued from the April 15, 1970,Examiner Hearing)
Application of Petroleum Corporation of Texas for an
exception to Order No. R-3221, as amended, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks
an exception to 'Ofder No. R-3221, as amended, which order
prohibits the disposal of water produced in conjunction
with the production of o0il on the surface of the ground
in Lea, Eddy, Chaves, and Roosevelt Counties, New Mexico.
Sa1d exception would be for appllcant s Dexter, Hanagan
Grarldge Federal Well No. 1 1ocated in Unit J, Section 22,
Townskip 17 South, Range 30 East, Jackson-Abo Pool, Eddy
County;\New Mexico. Applicant seeks authority to dispose
‘of salt water produced by said well in an unllned surface
pit in the vicinity of said well, :

R v SRS i B
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CASE 4336: (Céntinued from the April 15, 1970, Examiner Hearing)
Application ‘of Byron McKnight for an exception ‘to -Order
No. R-3221, as amended, Lea County, New Mexitco. Appllcant
in' the aboVe—vtyled cause, seeks an exception to Order No.
R-3221, as amended which order prohlblts the disposal of
water produced in conJunctlon with the- productlon of oil or
-~ gas on the surface of the ground in Lea, .Eddy, Chaves and -
Roosevelt Counties. Said exception would be for appllcant s
lease comprising all of Section 19, W/2 of Section 20, NW/4
Section 29, and NW/4 Section 30, Township 19 South, Range
34 East, undesignated Yates-Seven Rivers gas pool, Lea Lounty,g
New Mexico. Applicant seeks authority to dispose of salt
water produced by wells on said leases in unlined surface
pits on the leases.

S A RN o R AN 1) P AR

AN

CASE 4084: {(Reopened) (Continued from the April 15, 1970, Examiner : - ;
S _ Hearlng) : 0
SURNE ok In the matter of Case No. 4084 belng reopened pursuant to the
o provisions of Order No. R-3732, which order established

: 160-acre spacing units and an 80-acre proportional factor

: of 4.77 for the Feather-Wolfcamp Pool, Lea County, New Mexico.
: ' All interested parties may appear and show cause why the said -
i pool should not be developed on less than 160-acre spacing

; units and to show cause why the 80-acre proportlonal factor

! of 4.77 should or should not be retained.

SO
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CASE 4351:

CASE 4352:

Regular Hearing - May 13, 1970 Docket No., 12-70

(Continued from the AprilA29 1970, Examiner Hearing)
Application of Humble 0il & Refining Company for well re-
classification and simultaneous dedication of acreadge,

Lea County, New Mexico. Applicant, in the above-styled
cause, seeks the reclassification of its New Mexico "G"
State Well No. 5 from an oil well in the Eumont Pool to a
gas well 1n~ca1d pool. Applicant further seeks the dedica-
tién of a standard 640-ac¢re . gas proration unit comprising

~all of Sectlon 23, Township 21 Séuth, Range 36 East, Lea

County, New Mex1co, to said Well No. 5.and to appllcant s

. New Mexico "G" State Well ‘No. 9, located, respectlvely -in

Units E. and G of sald Section 23, ~and - authorlty to produce
the allowable a551gned to said unlt from either of said
wells in any proportlon.

(Continued"frdm the April 29, 1970, Examiner‘HéaffnéyA’

- Application of Jack L. McClellan for the creation of a new

gas pool or, in the alternat;ve, the establlqhment of pool
rules for two ex1st1rg pools, Chaves and Lea Counties,~New
Mexico. Applicant, in the above-styled cause, seeks the

creation of a new Queen gas pool compr1s1ng the folléwing-

described acreage:

' cﬁavﬁswcoﬁﬂwy, NEW MEXICO

TOWNSHIP 15 SOUTH, RANGE 29 EAST
Section 11: SE/4 ~
Section 12: SW/4

Section 13: NW/4 .

Section 14: E/2

Section 23: NE/4 and SWw/4

In the alternative applicant seeks the promulgation of

special rules for the Sulimar-Queen Pool, Chaves County, and
Double L-Queen Pool, Chaves and Lea Counties, New Mexico,

as separate or as consolidated pools, -‘including provisions
for the classification of oil and gas wells, spacing and

well location requirements for oil and gas wells, and an
allocation formula for withdrawals by oil wells and gas wells.
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J. M. DURRETT; JRS . 268-2466
Attorney at Law =
1814 San Mateo. NE —~ May 8, 1970

Albuquerque, New Mex1c'6' '

; o
9_ Box 3001 . =
3 s e
3 o 1N
New Mexico Oil Conservation Commission
Box 2088
; Santa Fe, New Mexico 87501 ' e
f Attention: Mr. A. L. Portér, Jr.
o P Re: Case No. 4354, Application of Michael P. Grace
and Corinne Grace for Compulsory Pooling,
Eddy County, New Mexico -
Gentlemen: - e S Tt

Michael P. Grace and Corinne Grace, applicants
in the gbove case, respectfully request that this case be continued
to theke'xammer hearing in July, 1970, Texas Oil and Gas
Corp. iis” presenﬂv dnlhng a-well in the S/2 of Sec, ‘11, T23 3,
R26E, South Carlsbad erld Eddy County, New Mex1co, and it
is our understanding that this well should be completed in the
first part of July, The apphcants believe it would be in the best
’,\_‘1nterest of all parties concerned 'if the compulsory: ‘pooling case
s” heard after the well in the S/2 of Sec. 11 is completed. The
i ppl jants also need additional time to confer with city, county
“.‘and federal authorities concerning the dr1111ng of a well on the

apphcants acreage,

B e Ay

At the time the aophcatlon was flled the appllcant
was informed that there was at least one standard location available
on the applicants' acreage which would conform with all governmental
regulatmns. The applicants have subsequently been advised that this
information may not be correct,

Very truly yours,

» o (g%m%

Durrett, Jr.

JMD:ap
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"Santa Fe, New Mexico 87501

-~

J. M. DURRETT, JR, 268-2466
Attorney at Law -
1814 San Mateo NE

Albuquerque, New Mexico k/’ 5‘5_;/
P2 g/a/

-Bex 3001

fpr 22 PH 4 34

New Mexico Qil Conservation Commission
Box 2088
Attention: Mr..A.‘ L. Porter, Jr.

Re: Application of Michael P, Grace and Corinne Grace
for Compulsory Pooling, Eddy County, New Mexico

H
i
H
1
¢
%

: 1 am enclosing an original and two copies of the above
application, Will you please docket this application for your next
regularly scheduled exarniner hearing,
Thank you for your consideration.
Very truly yours,
J. M. Durrett, Jr.

JMD:ap
encl.
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BEFORE THE OIL CONSLRVATION COMMISSION

OF THE STATE OF NEW MEXICO

Application of

| MICHAEL P. GRACE and’
o CORINNE GRACE, e
. ) Case No, /’/;559‘
o for Compulsory Pooling,
i - Eddy County, New Mexico

T APPLICATION

COMES NOW the applicants, Michael P. Grace a’nd
C"‘dzv:in,ne Graij;‘e,'f by and through fheir attorney, J. M. Dﬁrretf,' Jr, ‘
and respectfully state:
L.
The applicants are the owners of the NE/4 NW/4 and
the NW/4 NE/4 of Sec. 11, Township 23 South, Range 26 East, NMPM,

Eddy County, New Mexico,

II.
o ’ . The applicants prupose to drill 2 well on their acréage
to test all formations down to and including the Morrow Sand of the

Lower Pennsylvanian Formation and to dedicate the N/2 of Sec, 11

to the proposed well,
III.
The owner or owners of the other separately owned

d spacing unit have nol agreed to

pool their interests with the applicants.




v,
The applicants submit that they should be designated
' operator of the proposed weil and spacing unit,

The a'ppli_c’:a.ng’é are prepared to advance the costs of

\

devéiopr’nerﬁ: and operation and request the Commission to make pro-

vision for any owner, or owners, who elects not to pay his proportionate

share in advance including a reasonable charge for supervision and the

risk involved in drilling the well,
- WHEREFORE, the appiicants'fequest the Commission to:

(1) Enter a compulsory pooling order pooling the

L
i

TR LY Sy . VRt

N/Z;of Sec. 11, Township 23 South, Range 26 East, NMPM,‘Eddy_

Cbunty, New Mekico, into a drilling and spacing unit for all forma-

tions down to and including the Morrow Sand of the Lower Pennsylvanian

Formation,

“{2) Authorize the applicants to drill a well in the NE/4.

Iy S————pm—— - : -
Tt T e R S R TR R, PSR s bl e, T, TP
Wy oy N ol . .
v v i Mo
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NW /4 or the NW/4 NE/4 of Sec. 11, Township 23 South, Range 26 East,

NMPM, Eddy County, New Mexico, and dedicate the N/2 of said Sec, 11

to the proposed well,

(3) Designate the applicants as the operator of said well

and make provision for any owner, or owners, who elects not to pay his

proportionate share in advance including a reasonable charge for super-
vision and the risk involved in the drilling of the well.

Respectfully submitted,

0‘" \ /éﬂ'ulv{)wﬁud‘

J. M. Durrett, Jr.
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September 21, 1970 BEFORE THE OIL CONSERVATION COMMISSION

©

DRAFT

OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

_ CALLED BY THE OIL CONSERVATION

‘COMMISSION OF NEW MEXJCO FOR
THE PURPOSE OF CONSIDERING:

' CASES NOS.
St . easE=Nes _ 4354 and 4428

Order No. R——4§é72§:3

APPLICATION OF MICHAEL P. GRACE R v
AND CORINNE GRACE FOR COMPULSORY :
POOLING, EDDY COUNTY, NEW MEXICO.

APPLICATION OF TEXAS OIL AND GAS
CORPORATION FOR A NON-STANDARD GAS
SPACING UNIT, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

] . 9530 e
" This cause came On for hearing at 8 asm. -on Septémﬁer 16 , 1970,
at Santa Fe, New Mexig€oO, be fore Examiner pDaniel S. Nutter .

. NOW, on this ~_day of september , 1970, the Commission, a
.quorum being preSent,rhaving considered the testimony, the record,

' aﬁd,the recommendations of the Examiner, and being fully advised
" in ‘the premises, : . :

FINDS:
(1) That due publicfnotice having been given as required by :

law, the Commission has jurisdiction of this cause and the subject
matter thereof. : i

(2) That Michael P. Grace and Corinne Gracé filed an applica-
‘tion with the commission April 22, 1970, seeking an order pooling
all mineral incerests frém the surface of the ground down to and
including the Morrow formation underlying the,N/Z ofASection 11,
Township 23 gouth, Range 26 East, NMPM, South carlsbad Field,
Eddy County, New Mexico, said acreage to be dedicated to a gas
well to be drilled at a standard location in either the NE/4 NW/4
or the NW/4 NE/4 of said section 1l.

(3) That Texas Oil and Gas corporation filed an application

with the Commission August 31, 1970, seeking approval of a 240-acre
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gigES Nos. 4354 and 4428

non-~standard gas proration unit comprising the E/2 NE/4, SW/4 NE/41
W/2 NW/4, and SE/4 NW/4 of said Section 11 to be dedicated to a
well to be drilled at a standard location in the N/2 of said Sec-
tion 11 to test any and all formations from the surface of the
Qroﬁhd down to and including the Morébw forma;ion. |

(4) That the aforesaid matter came on for hearing on
September 16, 1970, as consolidﬁted cases.

(5)7 That Michael P. Grace and Corinne Grace have the right
£0 drill/aﬁd p;;pbse to drill a well at a stanaa;d locétion in
either the NE/4 NW/4 or the NW/4 NE/4 of said Section 11, to
test any and all formations from the surface of the ‘ground down
%o and incluaing the Morrow formation.

(6) That Texas 0Oil ahd Gas Corporation has the right to
?driil and prOPOSes*to drill a well gt a standard location inithe’
N/2 of said Section 11 to test any and all forﬁations from the
surface of the ground down to and inélﬁdiﬁg‘ﬁhe Morrcw formation 4.

b dedicale Ho @oiiage oo doeosclod o Ficcleing 7220 (3), albove,
(7) That there are interest owners in the N/2 of said Set-~

protect correlative rights, and to afford to the owner of each

‘interest in the N/2 of said Section 11 thé opportunity to recover

or receive without unnecessarY‘expense his just and fair share
of the gas underlying said half section, all mineral interests,‘
whatever they may be, from the surface of the ground down to and
including the®Morrow formation underlying the N/2 of said Sec-
tion 11 should be pooled to form a 320-acre unit dedicated to a -
well to be drilled in either the NE/4 NW/4 or the NW/4 NE/4 of
said Section 11, provided the operator of said unit commences

the drilling of said well on or before the /5ié day of

lo/mo'cm 16’{1

. 1970, and shadd thereafter continues the drilling of

.
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;ECASES Nos. 4354 and 4428

égsaid well with due diligence to a depth sufficient to test the

]
1
n

;iMorrow formation,
| (9) That Michael P. Grace and Corinne Grace should be
ﬁdesignated the operators of the pooled unit and'éhe well to

Jwhich said unit is dedicated.

(10) That any non~cdnsentihg working interest owner should

be afforded the opportunity to pay his share of estimatéd wall
costs to the operators in lieu of paying his shére of reasonable

well mosts out of productién.

i (11) That any non-consenting workirg interest owner that

does not pay his share of estimated well costs shouid have with-

held from production his-share of'the"reaSOnableLWell costs plus
— | L . |

an additional c3'7/4/ % thereof as a reasonable: charge for the
risk involved in the drilling of the well.

(12) That any non-consenting interest owner should be

afforded the opportunity to object to the actual well costs
but that said actual Qell costs should“be adopted as the

ceasonable well costs in the absence of SuEthﬁjéétibn.

(13) That following determination of reasonable well costs,
hany nbn—cbnsenting working interest owner that has paid his share

of estimated costs should pay to the operators dny amount that

reasonable well costs exceed estimated well costs and should

[

receive from the operators any amount that paid estimate” well
il '

i )
v costs exceed reasonable well costs.

H
¥

» ‘
| (14) That § ,/OC)ggfper month should be fixed as a reason-
f

t

' able charge for supervision (combined fixed rates) for the subject
: he

~§well; that the operators should/authorized to withhold from

production the proportionate share of such supervision charge

attributable to each non-consenting working interest, and in

addition thereto, the overators should be authorized to withhold
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| CASES Nos. 4354 and 4428

éfrom production the proportionate share of actual expenditures
'-requiréd for operating the subject well, not in excess of what
are reasonable, attributable to each nOn—cohsenﬁing working
interest.- |
; (15) That all proceeds from production from the subject
well which are not disbursed for any réassﬁ éhould'ﬁedplaced‘ih
escrow to be paid to the true owher thereof upon demand and
proof of owneréhip. |

(l%) Thét upon the failﬁré of fﬁé opérétors of said pooled

unit to commence drilling of the well to which said unit is

s e o B e

dedicated on or before ”meﬂr /o6 , 1970, the -order ‘pooling

said unit should become null and void and of no effect whatsoever.

T
v vade 1 et v vl
4

(f?) That upon the. failure of the operators of said pooled
Junit to commence drilling of the well to which said unit is

| | Ivgas proration unit descriked in Finding No. (3) above, should o ’

IT IS THE""‘ ORE ORPERED:

? (1) That all mineral interests, whatever they‘maj be, from

Y
L prarer . e R A A b a5 gy Fabioy

o I the surface of the ground down to and including the Morrow forma-

o » o tion underlylng the N/2 of Section 11, Township 23 South, Range
- ) ' i WO%W‘{( Feitek
’ | 26 East, NMPM, Eddy County, New Mexico, are hereby pooled to form

{ : : i 'a 320-acre gas spacing unit to be dedicated to a well to be drilled

i at a standard location in either the NE/4 NW/4 or NW/4 NE/4 of

said Section 11;

; PROVIDED HOWEVER, that the operators of said unit sﬁf}l E
: =] '
i commence the drilling of said well on or before the w
v | November,
 day of CxzxSwamg 1970, and shall thereafter continue the drilling

of said well with due diligence to a depth sufficient to test the

i

i Morrow formation;

'
t
!
+
?
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' CASES Nos. 4354 and 4428 : \;

| PROVIDED FURTHER, that in the event said operators do not )

| ' -

' commence the drilling of said well on or before the _ /% ﬂ
Nevember | |

day of Owbeaives, 1970, Order (1) of this order shall be null and *k

void and of no effect whatsoever;

) f PROVIDED FURTHER, that should said well not be drilled to df

f  wthin 120 3 afber comme
' completion, or abandonment, m—eﬂoﬁm———____l.ﬂiﬁq—

éaidvoperators shall appear before the Commission 2nd show cause
why Order (1) of this order should not be rescinded.
(2) That Michael P. Grace and Corinne Grace are hereby

idesignatedwfhe operators of the subject well and unit.

(3) That the operators shall furnish the Commission and each
k' ‘ e o ;known working interest owner in the subject urit an itemized
= | ,

| schedlile of éstimated well costs within 30 days following the

date of this order.

b tis a2t Hpkeery

i
it
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(4) That within 30 days from the date the schedule of

,iestimated well costs is furhished to him, any non-consenting , o

t

fWOrking interest owner shali have the right to pay his share
i . .
. - | of estimated well costs tO'the operators in lieu of paying his

s ' share of reasonable well costs out of prodﬁétion; and that any

&t M

such owner who pays his share of estimated well costs as provided:

above shall remain liable for operating costs but shall not be

{ 1liable fdf risk charges.

3 . i (5) That the operators shall furnish the Commission and each

i 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 Commission, and the Commission has not objected

I 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.

|
!
1
H
1
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| CASES Nos. 4354 and 4428

f (6) That within 30 days following determination of reason-
'able well costs, any non-consenting working interest owner that has

paié”his share of estimated costs in advance as provided above

" shall pay to the operators his pro rata share of the amount that
' reasonable well costs exceed éstimated‘we11~c05ts and shall
receive from the operators his pro rata share of the amount that

estimated well costs exceed reasonable well costs.

(7) That the operators are héreby authorized to withhold the

ot Ao b e vt et e e et b4

following costs and charges from production:

(A) The pro rata share of reasonable well costs

iy s e e

attributable to each non-consenting working

intergét owner who has not p&id,ﬁis“share of’
esﬁf&éted'wéll costs within 30 days “from the
date the schedule of estimated well costs is-
"furnished to hinm. . - L ?H;;;

 (B) As a charge for the risk invoived in the drill-

e ey . A o g
¥

. /, -
ing of the well, 37/2_{% of the pro rata share

of reasonable well costs attributable to each

'non—cdngenfing working interest owner who has !
not paid his share of estimated well costs

within 30 days from thé date the schedule of

; estimated well costs is furnished to him.

(8) That the operators shall distribute said costs and

charges withheld from production to the parties who advanced

the well costs.

, L . .
(9) That $/690 per month is hereby fixed as a reason-

' able charge for supervision (combined fixed rates) for the>subjectI

well; that the operators are hereby. authorized to withhold from

i production the proportionate share of such supervision charge

. attributable to each non-consenting working interest, and in

; addition thereto, the operators are hereby authorized to withhold

i v e 8




;Z;ES Nos. 4354 angd 4428

frohrprdduction the proportionate share of actual expenditures
required.for operating the subject well, not in excess of what
are reasorable, att?ibutable to each non-consenting working
-interest. |

(19) That any unsevered mineral interest shall be considered
a seven-eighths (7/5) worﬁ{ng interest and a one-eighth (1/8) roy-
alty interest for the purpose of allocating costs and charges underx
the terms of this order.

(1) That aﬁy well costs or charges which are to be paid out
of production shalllbe withheld only from the working interests'
share of producticn, ahd no costs or charges shall be withheld
from production attributable £o royalty interests.

(12) That all prdcééds from production from the subject well
which are not disbufsed for éﬁy reason shall be placed in escrow
in Eddy County, New Mexico, to be paid to the true éwner thereof
upon demand and proof of ownership; thét the operators shall
lzctify the Comaission of the nawe and addiess of said esciow’
agent within 90 days from the date of this order.

(13) That upon the failure of thé operators of the above-
described poo;ed unit to commence the well to which said unit

is dedicated on or before lﬁ:itk day of Sstobem 1970, a

non-standard gas proration unit comprising the E/2 NE/4, SW/4 NE/4,

wW/2 NW/4 and SE/4 NW/4 of Section 11, Township 22 South, Range 26
docxTl Colig frogi Feol&

East, NMPM, Eddy County, New Mexico, is hereby established and

dedicated to a well to be drilied at a standard location in the

N/2 of said Section 11,7 /fzﬂ“’ﬁ @/“j a’& /, C/ ")zéw’vfl %ﬂrﬂ(béf)‘“ .
/A4Uy““l /[L@~9bélbm\.qu0Vv

(14) That jurisdiction of thlS cause 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 hereinabove
designated.




