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CLARENCE E. HINKLE

W. E.BONDURANT, JR. (9u4-1973} 521 MipLAND TOWER ONLY MESSRS COFFIELD, MARTIN,
LEWIS G.COX,JR. - BOZARTH 5 ISBELL
PAUL W, EATON, JR. MIDLAND, TEXAS 78701 LICENSED (N TEXAS
CONRAD E.COFFIELD : -
HASOLO L.HENSLEY, UR.
ST¢ ART D, SHANOR .

ROSWELL, NEW MEXICO OFFICE
C.D.MARTIN

600 HINKLE BUILDING
PAUL J.KELLY, JR. R Y
{608) 822-8810

JAMES H.BOZARTH
ANDREW ALLEN
RONALD O, HARRIS S T
JAMES H.iSOBELL August 8, 1975

CERTIFIED MAIL NO. 088766
RETURN RECEIPT REQUESTED

Mr. Tom Derryberry

New Mexico:0il Conservatlon.
Commission '

P. O. Box 2088 .

Santa Fe, NM 87501

Re: Exxon Corporatlon v. Cities Service
0il Company -- Proposed Force Pool Action
Burton Flat Com. No.- 1 Well; Eddy County,

S [\ mex:r.co.

Dear 'I‘om:'

Per our recent telephgne conversation, I am trans- .
mlttlng herew1th 1n t’; llcate, EXX e

and handled in the Commission offlces by the approprlate
personnel in accordance with the usual procedures.

- Mr. Paul WwW. Eaton, Jr. of our Roswell, New: Mexico
office will most 11kely be: actlng as’ attorney for Exxon
Corporatlon at the hearlng on August 27, and ‘theréfore -
ftransmlttlng a copy of ‘this letter and a ‘copy of Exxon
Corporation's ‘application letter to him for his 1nformatlon
and further reference.

Please let me know if: there is any addltlonal 1nforma—"
‘tion or data which is needed for your purposes with respect
to Exxon Corporation's appllcatlon.




Mr. Tom Derryberry

New Mexico 0il Conservation
Commission

Page 2

Thank you.
Very truly yours,

HINKLE, BONDURANT, COX & EATON

CEC:3jd
Enclosures : . :

xc: - Mr. Marvin Wigley | ~ ,
P.; 0. Box 1600 | e '
" Midland, TX 79701 ST IR

xc: Mr. Paul W. Eaton, Jr.
Hinkle, Bondurant, Cox & Eaton
P. 0. Box 10 -
Roswell, NM 88201




EX(ON COMPANY, US A,

POST OFFICE BOX 1600 + MIDLAND, TEXAS 79701

PRODUCTION OEPARTMENT
MIDCONTINENT DIVISION

© R W.BOWDON
| OPERATIONS MANAGER

August 8, 1975

New Mexico 0i1 Conservation fommission
Post Office Box 2088
, Santa Fe, New Mexico 87501

Re: Exxon Corporation v. Citfes Service
011 Company -- Proposed Force Pool Action
Burton Flat Com. No. 1 Well, Eddy County
New Mexico.
- Gentlemen:

This Tlettér confi

flrm and? Mr‘?T W Dgrryberny, attor
- ) the” -above* refer né

. order ‘that publishing deadlines could be met
hear1ng on Adgust 27, 1975.

He understand th1s matter is set foi

: _This letter therefore const1tutes Exxon Corporat1on S wr1tten app11cation for
- a hearing, set on the docket for August 27, 1975. In connection therewith, Exxon
. Corporation’ $ubmits the following data:

1. Name of Appiicant: Exxon Corporation.

2 "Area‘Affected¢byfthefOrderisought-’

Section 16: E/2

Conta1ning 320 acres, more or less, a]] in Eddy County,
_New Mexico.,

,3.4@genera1*natgie~“" nder‘S'““‘
Cities Service 0il Company i
is reliably advised ‘that Cities” Se l . ‘ te

force pooled arises under and-by virtu of that certain State of ‘New
Mexico 0i1 and Gas Lease: L-731,. 1nsofar as that Tease covers N/2NE/4,
NW/4SE/4, SE/4ASE/4, Section 16, Township 21 ‘South, Range 27 East, N.M.P.M.,
Eddy County, New Mexico, conta1n1ng 160 acres, more or less,

A DIVISION OF EXXON CORPORATION




New Mexico 011 Conservation
Commission

August 8, 1975

Page 2

e her Matters to be Noted in:Connection: uith the: Order: SOU’ht' u
-Exvon Torporation as the owner of that certain State of, G0 :
& Gas Lease 0G=6027 insofar as it covers SiNEk, NE% SE%, and SWLSEY .
Section 16, Toﬁnsh1p 21 South, Rangé 27 East; - N M:P .M. ,!has -proposed
_ to Cities Service 011 Company the dri]]ing of a well at an orthodox

location on the E% of Section 16, Township 21 South, Range 27 East, to
'Wthefmor?”ﬂ F'rmation, expected to be encountered at approximately

feet bent . -A.plat showing. the préposed Tocation

of such well is a%tached to this ‘ter and submitted herewith as a
part of th,s.app]ication. In addition there 'is. also attached to this
letter and submitted as a part of this: applicat1on “a copy: of the
proposed’ "Authority for Expend1ture" dated August 6, 1975 for sa1d well,
showing .an estimated total cost for: drilling and. comp]etion of said
well of '$744,300, Exxon has diligently" sought agreemént from Cities
Service 011 Company for the drilling of such well, but the parties have
been unable to so agree,

_ We trust that the .foreaoina and the. nnrlosures nrowde an ﬂm nnraecarv_ informatim,,;’?‘i
and data to complete the formal written application’ ‘for hearing. However if any addi-
tiona] ‘information is needed, please" advise.

Very truly yours,

EXXON CORPORATION

Operatl ons Manager

© RWB:ms1

Enclosures
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ALTTH9Rm fDR EXPENDI’!URE — DRILLING

M U .SA (s divisron of Exxon Corporstion}

: JOB 60431
p.sru‘fﬁ’m—m\'—ﬁf STRICT FlieLo ’ BATE =z
MIDLAND DRILLING 'ORGANIZATION Burton - 308 August 6, 1975

7o drill ami complete Burton Flat Com. No. 1-1 to a proposed depth of 11 700 feet
in approx1mately 73 days.

H

LOCATION: Section 16, T-21-S, R-27-E, Eddy County, New Mexico.

S G

PROJECT #2346

;q’moz-xus: OR ncumr L - B | ov | st AFE (UNIT) ~ WT [MEmMOLC
mawe_Burton Flat Com. 1-1 __[7] 452 X | Ac] 308 | 60431 101
CLEARANCE DISTRIBUTION] cea ] ul S : ‘

) DRILLING DETAIL § ,
" r.a2% — SITE COST:" - - g : ]
r-azs — TRANSPOR'I’ATION . JOI'ﬂ’ INTERESI‘ INFORMM‘ION .
F-427 = DRIL \PERATIONS = OTHER .81-800. . o Tmemeawn  NONGPERATOR 'APPROVAL REQUIRED: vzsm noD
F-428 — DRILLING RiG 165;”’0’0”:') S 502 - NONOPERATOR APPROVAL RECEIVED: v:sD NQD
‘F-429 - SUPERVISION & OVERHEAD 8,200 . NONGPERATOR APPROVAL
F-430 ~ DRILLING FLUID CONTROL 43,000 ] Feormany nane "
‘F-431 = FORMATION EVALDATION 29" 000 . .
F-432 — PRIMARY:CASING CEMENTING 1929 (m() : APPROVED
RN — : > 380,000 L
~COMPLETION DETAIL , : ' s
fO‘SS COMPLETION RIG OPERAYIONS 4:' ‘0&
F-436 — PERFORATING - ) : .
"“"—"‘“‘E"‘i "Lﬂ;"“" RE T T e ‘ YOTAL CORRENT EaT. T " -
F-438 < FORMATI l‘oa'l FRAC*IURING » - :::';’;:‘;“;:i: s
F-439 — FORMATI O STIMULAYION 40,800 U1 tomy moLE £STIMATE ) :_. s ] _
rato—sgnb'éon§nggA§lon e | evocen }_Q’ZS s _ 744,300
F-441 — OTHER COMPLETION COSTS 44000 . (oAre) APPROVAL RECOMMENDED L
F-442 — COMPLETION FLUID CONTROL 2.000 AL ror  foo o ENG. ~cEoL oren. E AccTe.
F-443 — FORMATION EVALUATION _s00 f oist. | At |
F-44S — TRANSPORTATION} e . DiV.. | 2
F-446 — WELL SUPPLIES _— - ; . ,o :
T USUPERVISION & OVERHEAD i 2,700 i | racrarecey 2& 4/2!2 dm ; } . W. H.. Nels'on
fwoa:fs:fa' Dt;su'avi’ctu.’———” 13:. 'y 000 : ) ‘ R .
rece T mNERETEL T i o] sermemee ‘ B-C-25"
F-465 — "A';IG':SGL: %‘a‘.hé‘" TPMENY — 20’!; K '300' : DATE
F-a6y — Ygzlcrlatzrf';}uoz{muzo ] 25 ,ddo \ APFROVED
COMPLETION Tola, ——————> 229 300 OIV. OPERATIONS MGR. - . DATE 5
. - i | ApPROVED ﬁWM, . g -—6 = 7
COMPLETION' SUB TOTAL ~e——> 365,300 OIV. MANAGER OATE
APPROVED .
HQ. DEPT./OPERATIONS MGR. OATE
wILUNG AND COMPLEYION ———> 7";4 4300 | are comprerion oave L REPORT NO.
"°"f'~"t ON OUTPOSY. WILOCAT. AND FIELO WILOCAT ORI _LING WELLS!

i e e i

i
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CASE 5543:

. Examiner lieaving- Wednesday --August 27, 1975 Docket No, 20-75

~3-

Application of FExxon Corporation for cdmpulsqry pooling, Eddy County,
New Mexlico. Applicant, in the ‘above-styled cause, seeks an order
pooling all mineral interests in the Pennsylvanian formation under-
lying the E/2 of Section 16, Township 21 South, Range 27 East,

* Burton Flats Field, Eddy County, New Mexico, to be dedicated to a

well to be dr111ed at a standard location for said unit. Also to

. be considered will be the cost of drilling and completing said well

an.t the ‘allocation of the cost thereof, as well as actual operating
costs and charges for supervision. Also to be considered will be
the designation of the ap-licant as the operator of the well and a
charge ‘for the risk ianvcived in drilling said well,

Application of Citles Service 0il Company for compulsory pooling,
Eddy County, New Mexico.< Applicant in- the above-styled cause,
seeks an order pooling all mineral intereqts 4n the’ Pennsylvanian
formation' underlying the N/2 of Section 16} Township 21 South,
Range 27 East, Burton Flats Field, Eddy County, New Mexico, to be
dedicated 'to a well to be drilled at an orthodox l6¢éation for said

unit. Also to be considered will be the cost of drilling and complet- )

ing said well .and the allocatlon of the cost thereof, as well as
actual. operating costs and charges for supervis1on. Also to be
consldered will be the designation of the applicant as the operator
o' ‘the well and a charge for the risk involved in dr1111ng said well.
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BURTON FLAT AREA
EDDY CO.,N.MEXICO
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BURTON FLAT AREA
EODY  CO., N.MEXICO

LINE NO.500I
HORIZ. SCALE APPROX. I': 5000
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. -Submitted by
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mo?ln FOR EXPENDITURE — omiLLiG

AJMW"" SA {8 dnison of Exzon Corporstion) : . T . : JdB 60431

-ﬁn‘-’ & ANDREWS DISIRICT . Fice — BATE
MIDLAND DRILLING ORGANIZATION Burton - 308 ' August 6, 1975 .

To drill and co‘mplete Burton Flat Com. No. 1-1 to a proposed depth of 11,700 feet
' - in approximately 73 days.

LOCATION: Section 16, T-21-S, R-27-E, Eddy County: New Mexico.

" AMETS
T SEFORE CXAMINER ST
2 | Ot CONSERVATION COMMISSION .

o R G ygans EXHRITNO. &

CASENO. ES¥7
Sybmitted by fst-x x s/

Hednng Date &~ 5"‘27 7;'

. PROJECT #2346

TCHARGE - LEASE OR FAGILITY || 1€ | F B | ov DSt . AFE (UNIT) W.T . [MEMO LS
wame  Burton Flat Com. 1-1 ' 71 452 X |AC| 308 ' 60431 101
' S CLEARARCE DISTRIBUTION - . 1 - b B
- DRILLING DETAIL Esnw.rcb cosT

e

F428 = SITE COST 13,000 . : ' =

- Ceaweii soRYAYION e e IS—GUU -3 - B Bledite ‘3».‘-7’3?[37’{ fcﬁiw\uvn AR SRR
‘¥.a27 & oR iﬁu‘fm% OPERATIONS — OTHER g]_: 200 "_"‘"‘ $ - NONOP:RATOR AP?ROV&L REQUIRED: vesB o[ 3
ra2s - r:mu.mc RiG 165, D00 .50% - NONOPERATOR ApprOVAL receivin: ves[ ) wol ) |
rg??ffqg:nvg?lougov:‘nﬂtib 8,200 NONGFERATOR APFROVAL __ . o e
F-430 — T ILLING FLUID CONTROL 43, 000 COMPANY NAME i e

\ | FA31 —FORMATION EVALUATION 22, 000 T e T e : -
U rA32 < rmmmv CASING CEMENTING 29 000 - arrrowED IR g
2.':;‘:2‘,‘“ > 380“;’0‘0‘0 .
 COMPLETION DETAIL )
r-43% -~:oun.":ilo~ RIG OPERATIONS ) 45 000
¥436 — PERFORATING = . : - . ’ . eROSS
FALT = squ::u: CEMENTING j - . TOTAL CURRENT EST. - . - Tie 744,300
‘ _F-438 — FORMATION FRACTORING - iy . "¢ 744,300
o LR Euad ki : I —RI&OL&OO ] *ORY MOLE EsTIMAYE . . ':. R
P consoriaTion : svoesn 1975 s 744,300
F-4%1 - OTHER COMPLETION COSTS - ' 44000 ] {OATE) © APPROVAL RECOMMENDED ,
F{;z 't'C‘OMP,L'E_“ﬂ(Dﬁ ',,-._U'I’F‘, Cdy‘fno'. 9 000 INITIAL FOR NG, | SeoL. T OPER. ACCIG.
_Fads - ro‘nmkﬁo’u/tvu.uanon B “can DIST. /727243 '
’ - owv. - &7 T

PREPARED BY Z(//j)(%‘J W. H. ‘AN’GISOn
ig?  g-c-75 |

. N
— I ANTANGIBLE SUB TOYAL T

TYARGIBLE WELL =
FA64 — (GUISMENT — DEYAILED - APPROVED

% - TANGla - 3
F-a62 ‘ ANG! s.: :::.L.';.:-EQU'FM:"Y 201, ’300 . DATE
ANGI ferorew
Fae> - touw:.if«rfLquuonAu €0 Z‘JLOOO APPROVED
. COMPLITION 1 oIV, or:nulons MGR. OATC
———— JANGIBLF SUS JQIAL ™) 229, 3_(},(1___j 2 : 6 -
) — e . . APPROVED %W\,{w g 7“
‘__.COMPLE"ON SUB TOTAL v 3 363.300 OIV. RANAGER PATE
———— APPROVID .
. . RQ. DEPT./OPERATIONRS MGR. OATE
YOI DT :
: VAL DR . :
| == LUKNG AND COMPLETION —— 744,300 AFE COMPLETION DATE REFORT KO.

COMp,
1 \ETC on o
} : UTPOST. wilOCAT. AND FILLO WILOCAT ORI_LING WELLS.
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/ BURTON FLAT FIELD

g.. EDDY COUNTY, NEW MEXICO :
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BOITORE THE OLL CONSERVATION COMMISSION
G WHE STATI 08 NEW MEXICO ~ .,

( IN THE MATTER OF THE HEARING
CALLED BY 'fIE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPCSE Of CONSIDERIN , ,
B S5¥3 S5 7
: CASZ® MOS. 53587 AND 5364 ,
Order No. R-4&& T09( 7~

APPLICATION OF CITIES SERVICE OIL
| COMPANY FOR COMPULSORY POOLING,
=

EDDY COUNTY, NEW MEXICO.

FOR COMPULSORY POOLING XND FOR— (] A
AN-UNORIHODON~LOBABION, EDDY t AR
COUNTY, NEW MEXICO. e ® i

 Cxresy, Corpor
APPLICATION OF JA&E_L_quamﬁf
ORDER OF THE COMMISSION

BY THE COMMISSION:

- | o P 27 ,/975
‘This cause came on for hearifig at 9 a.m. on kn&é—y-ﬁﬂ._\.ﬁlk,
G H G-3- ey =X adea ' :_; ';, E

at” 5anta ¥e, New Mexico, berl -}gﬁiréﬁaéws S

NON, on thlS‘ ‘2-56h day Of Mmbcn—% , the Comm1ss.mn,
“a quorum being present, having’ cénszdereu the testmony, ‘the. |, .
record, and the recommendations of the Examiner, and belng fully
adv1sed in the oremlses, : ,

FINDS:

(1) That due public notice having been given as regquired

by law, the Commission has jurisdiction of this cause and the
'subject ratter thereof.

(2) That ‘in Case »\o 6-3.-5% the' applicant. CltleS‘ Serv:l.ce P
0il Company, sceks an order podling “all- ‘mineral interests'in - .
the Pehnsylvanlan formation underlylng the A2 of Section @ /¢, .
Townshlp 21 South, Range 27 East, NMPM, Burton Flats Fleld, Eddy
Count y, New Mexico. f

&5‘1‘9 R _ 44’0\' Grpom/az)’
(3) ‘I‘ha‘.‘ in Case No. 5164, the appllcant, Jake—b%en-,.

’ ‘seeks an ordexr pooling all minéral J.nterest.; in: theqStsawa—aad
ﬂuu//wm“ SioxEew formations underlying the E/2 of Section/#, Townshlp 21
South, Range 27 East, NMPM, Burton Flats Fi eld, Eddy County,

New lMexlco.

é{xx"“ Lo (4) That both apol-cants,; Cities Service 0il Comoczny and
(o,,,.,.. 1, seek to be named th e operator of the unit ‘each
seeks to have pooled. ;




A Ho-

SE¥3 - 5549 (
(5) "That Cases Nos. 5&bF and S5164. were consolidated as
both cases involve some common acreaye and the granting of
one application would result in a denial of the other.

(6) That Cities berv1ce 01l Cuwgany has the right to
drill and proposes to drill%Gte—State—E~P Well #pxe at an
‘orthodox location for its proposed unit to test the Pennsyl-
vanian formation underlying said unit.

Gy (’nyurer‘r-« , S

(7) Tnat Faice—L~—Hamon has the rigat to urll" and proposes Yech. H
i m Mell Neo= at an @orthodox location =
~ for M'proposed unit to test the-—Sseawn—and-iiewmseow formation
underlyir'g said unit. Frnnsylvanian

(8) 714 / ‘gl’ * "';‘ d"pl re ’(0" éo:«l
: IT[ //CQ %0"" '}’/Mczmj a/aa--, )
- [QQ / erre. / P‘o C/lwalc Sa: J
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(10) ‘That there are 1nterest'owners in both proposed
‘proration units who have not agreed to: pool their interests..

(11) That the evidence indicdtes that the entire MZ- of {
the above-described Sectlon/‘ can be efficiently and -~
economically drained ‘and deV°looed by a well located at an

. orthodox location within tneMZ of said Section/§. 'M“

¥ ot

(12) That there is a reasonab le expec;at*on that th
entire $/2 of the above-described Soctlon/é cculd be effjciently
and eco*zom.cally drained and developed by a well located within
the $/2 of said Section/g.

- P ’
ox locatiow

(13) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of
each interest in said unit the opportunity to recover or
"receive without unnrecessary expense his just and fair share
of the gas in said pool, the application of Cities Service Gil
Company should be aoproved by pooling all mineral interests,
whatevar they may be, in the Pennsylvanian formation underlying
the A/2 of Section/§, Township 21 South, Range 27 East, NMPM
Burton Flats Field, Eddy County, New Mexico, to be dedicated
to a well to be drilled at a standard location for said unit.
Exvwrm Grpor. reow
(14) That the application of dFeke—f——Hawmon for an order
pooling all mineral interests in the1strawn—ane_haxéew—forma-/3ungrﬁa~g,
o tierrs underlving the E/2 of Section/$, Township 21 South,
Range 27 East, N¥NMPM, Burton Flats Field, Ed&dy County, New
Mexico, should be denied.




(15) That thc applicant Cities Service 0il Company should
be designated the operator of the well and unit described in
Finding No. (13) above. .

(16) That any non-consenting wo:xing interest owner should
be afforded tne obportunity to pay his share of estimated well
costs to the operator in lieu of paying his share of reasonable
well costs out of productlon .

(17) That any non—consontlng working 1nterest owne* that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well
costs plus an additional 25 percent thereof as a reasonable
charge for the rlsk involved in the drilling of the well.

. (18) “hac any non—consentlng interest owner should- be
afforded the opportunity to object ‘to the actual well costs
but that actual well costs should bz adopted as the reasonable
‘well costs in the absence of such objectlon.

(19) Thatifolloﬁingidetefmiﬁﬁtioﬁ‘df reasoneblerwell costs,
any non-consenting wocklng interest owner that has pald his
sharc of est;maeed costs ‘should pdy to the operator any amount

" that rcasonable well costs exceed estlmated ‘well costs and
should receive from the operator any amount that paid estlmated
well costs exceed reasonable well costs.

»herebnylxec as Kot reasonable

year follow1 ‘

percentage increase or decrease in the average’ weeklj earnlngs
- of Crude Petroleum and Gas Production Workers as shown by "The

Index of Average Wee&ly Earnlngs of Crude Petroleum and Gas

tionate share of sucq superv151on chargesaetrlbutable ‘to each’
non- c0nsene1ng worklnq 1nterest, ano in-addition chereto, tne
oPerator is hereby authorized to wlunnold from producclon the
proporelonace share of actual expendleures required for operaelng
such well, not in excess of ‘what axe reasonablc, actrlbutable

to each non-consenting working 1ntere3t.

(21) nat all proceeas from proaucclon from the subject
well which are not ‘disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand and
proof of~ ownershlo.

- — : i | 7’F )é:i
(ZO) V{ VL /7?3 20 fermpsv{ 7.)‘: /e Om/ /
?\)'41/’5 ﬁh‘)C/Qc,/
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Hedhe SO ell MR to be drilled at an orthodox locatlon for

‘COmmEqu. ‘the ™ ux..u..u.ug ~“of-said~well oo ue;usc the ng day .

- of ;ﬁhc; 19747

_show cause why Order (2“of'this*afdér’shou1d not be rescindad.

" furnish the Commission and each known worklng interest owner

(22) That upon the failure of ‘the operator cf said pobled
unit to commence dr;l'lnqopt xpc : to wihich said unit is
dedicated on or before ™ » the order pooling said
unit should become rull and void and of no cffect whatsoever.

IT IS THEREFORE ORDERED: L,
: - ¢?,,,“ “5,,n;v”1rh

~ (1) That the application of Jeke—fr—Hemen for an order P
pooling all mineral interests in the: Seravwn—end—lMesrrovw—forme - ~05M4kwd%
tiéews underlying the £/2 of Sectlonﬁ‘, Township 21 South, ‘ :
Range 27 East, NMPM, Burton Flats Field, Eddy County, New mex1co,
is hereby denied. . . -

T (2) Tnat all rlneral 1nterests, wnauever they may be, .
in the Pennsylvanian formation underlying the/$¢2 of Sectloqﬁ‘
Townshlp 21 South, Range 27 East, NMPM, Burtorn Flats Field, -
Eddy- County, New Mexlco, are hereby pooled to form a standard’
320~acre gas spacing and proration unit to be dedicated to lll @

said unit.

PROVIDED HOWtVER, ‘that: the operator of said unlt shall

PN S S

19747 and-shall théreafter continue the drilling of:@ - I
said well with due diligence to a depth sufficient to test the s
Pennsylvanian fornatlon,

 PROVIDED FURTHER, that in the- event said. operauor_does”not
commence the drriling of s: ,‘vell on or before the 4a :
- Order (2) .6f this order shall be null. and VOld

and o6f no effect uhatsoever,

PROVID”D FURTH E?, that should said well not be dr illed: to
complet1on, or abandonment, within 120 days after commencement
thereof, “said operator shall appear before the Cormission and

(3) That Fl;les Service 0il Comoany is hereby d951gnaeed
the operator of the subject well and unit.

: (4) Tnab after the e;fectlve date of tnls orde*,ana'
within 30 days prior 'to commencing said well, the - operator °hall

1n the subject unit an itemized scli=%4ile of estimated well
sts ,

(5) That within 30 days from the date the sc“eaule of -
estimated well costs is furrnished to him, any non-—consenting |
working:intereét owner shall have the right Lo“pay his share::
of estimated well costs to the operator in lisu of paying hlS
share of reasonable well costs out of production, and that any

s




such owner who pays his sharce of estimated well costs as pro-
vided apove shall remain liable for operatiny .costs but shall

not be liable for risk charges.

(6) Tnat th operator shall furnish the Commission and each

_ known working \ﬁferest owner an itemized schedule of actual well

costs within 90 days following comgletion of the well; that if
no objection to tie actual well costs is reczived by the Con-
mission and the Coismission has not objected within 45 days
following receipt of said schedule, the actual well costs shall
be the reasonadble well costs; provided however, that if there-
is an objection to actuzl well costs within said 45- dgy'period
the Commission will deternine reasonable well costs after public

notice and h; ring.

(7) That within 60 days LOLlOWlng detérmination of :eason—f
able well costs, any non-consenting worxlng intérest owner- that
has paid his share of estimated costs in-advance as provided
above shall pay to the operator his pro rata share of the amount
that reagonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

19\  Chat +ho ‘operator is hereov autqorlzed to withhold

-——l

tbe following costs and charges from production:

(A)f~mnb ‘pro rata share of reasonable well ccsts
‘attributable to each non-consenting workin
interest owner who has not paid his share of
‘estimated well costs within 30 days from the
date the schedule of engﬂatea well costs is
furnished to him.

(B) &2s a charge for the risk involved in the )
drilling of the well, 25 percent of the 4
pro rata share of reasona@le well costs S
aturLoutable to: each non-consenting worklng
‘interest owner who ‘has not paid his ‘share
of estimated well costs w*tnlnv30 days from
the date the schedule of estimated well costs -
is furnished to him.

{9) That
charges withhel
the well costs.

he oOperator shall distribute said costs and
from’ production to the parties who advanced

-l—
[
a

O hereby fixed as &
ision {combined fixed rates),
providcé that be adjusted on the first day
of \p”ll of each’ rol’owlna the effective date of this

order; that the adyusnwcnu shall be computed by multiplying

Teas dndblcfch

(f/o:) Pifyv%rﬂsﬁ7fﬁ? o<C ey T bﬁf' &91{ /é C[r:/é/c/y
c{. J2¢5:2 01’i9er’rwtrz\77; h:%{// ' ,‘,C4“,2;7 are
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tha rate curreatly in use by the percantage in¢rease ox

decrease in the average woekly carnings of Crude Petroleum

and Cas Production Workers for the last calenddar ycar compared

to .the preceding calendar year as shown by "”ne Index of

Avcragc Weekly Barnings of Crude Petroleunm anaguau ‘Production
Workers” as publxkned by the United States Department of Labor,
Burcau of Labox Statistics, aad the adjq ted rate shall be the
rates currently in use, plus or ninus the COWDuued aogusuneﬂn,
that the operator i5 hereby authorized to wlthdola from produc-
_tion the progortiondte share 6f such Supervis 1on charge” attribu-
table to- each no*—90p50ﬂ11na working interest, and in addition
thereto, the operator is hercav avthorized to w1thholu from
production the Droportlonate share of actual ex pﬂnaltures
required for- operating such well, ndt in excess of what are
reasonable, attrlbubable to eacn pon—consentlng worklng 1nterest

(11) - That unv?hhsevered mlneral‘lnterest?shall be con-
sidered a seven-eighths (7/8) working interest and a one-eighth
(1/8) royalny 1nuerest ‘for the purpose of allocatlng costs and -

charges under  the terms of this order. ,

(12) fThat any*well costs or charges whlch are to be paid ;
out: of nroductlon shall be withheld only from theﬁyg;g;ﬁg '

interests ‘share of productlon, and no costs ori icharges shall
bhe w1thhe1d from productlon a+tr1buuablc To royalty 1nterests.

(13)  That Q11 procccds from producblon fron the subject
well which are nOL‘debHIS°d for any reason shéll be placed
in escrow in’ Eddy County. “New - Mox1co, ‘to be 0t
owner the rﬂo'fuoor_demana and ’ p*oor oi onnershlp s
opﬂrator shall ﬁotlfy the Commission of the nane(dnd adddress
-of said escrow guent within 90 days from the da;e of this’ oraer.

(14) That 3urlsachlon of this caube is reualned for thﬁ ,
enfry of such furthéxr orders as the Commission! ray deeﬂ ‘necessary.

DONE at Santa Fe, New Hexico, on the’ daywéﬁdMYéér"he}¢1n~“*
bovc designated. - - ‘ SRR L

STATE OF NEW MEX;CU -

OIL CONSEQVALIOY CO ISSION

S EAL

drx/
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MR. STAMETS: We will call tﬁe next case, 5547,

MR. CARR: Case 5547, appiicgtion of Exxoh Corpora-

Phone:(505)98

25

2
3| tion for compulsory pooling, Eddy COunify, New Mexioo;.
4 MR, HINKI.E | Clarence Hinkle of Hinkle, BOndurant,
5 | Cox and Eaton appearing on behalf of Exxon Corporation.
6 | We have three witnesses and several exhibits.
7 “ Do you want . to consolidate these casec?
8 MR. KEI.I.AHIN-‘ If the Exa.miner pleasﬁe,. J’aaon Kellah
9 i Kellahin and Fox, Santa Fe appearing on behalf of Ci '-ioa |
10 'SGL‘VIOQ oil Company. : ¢
n \, We have a compa.nion case of this involving compulso
12 pooling of thé -game uction and T woulcjij mo‘\;e thatthhtwo T
13 | cases be consolidated. » | : |
14 | "MR. STAMETS: Any objections?
15 MR, HINKUE: * No objection. ’ o :
16 MR. STAMETS: WOul‘d you call j‘;t"':zas:e 5543, ‘»‘éloase? |
17 MR. CARR: Case 5543, applioation of Cities SGrvioef |
. B "ii Csspany -fox t.umu;.l.ﬂa. pooling, Eddy cOtmty, Nev l'&oxico N
19 7’ MR, STAHETS. Case 5547 and Case 5543 will be
2| consolidatea. | e
21 MR. KE;LAHIN-- We will have t;o witnesses
22 MR. STAMETS: Will all of the witnesm stend and"
2:5j be sworn at this time, please? i
24 (THEREUPON, the witnesses wer; ‘duly swom)
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1 NORMAN K. REYNOLDS

2| called as a witness, having been first duly sworn, vas

3| examined and testified as follows:

5 : ~DIRECT EXAMINATION

6 “ BY MR. HINKLE:

7 Q State your ‘hame, your residence and by whom you

_,'

gl are employed, please?

= o e I'm Norman K. Rey’nolds, T live in Midldnd,., ‘e
© ® ' R K
§ 8 10 and I 'm. employed by Exxon. ST
agéﬂ n ‘Q ~ What is your position with Exxon?
& §§§ 1y A I am Mid-oontinent Division Unitization L ologis
. Pdg I Sty
: §§§§ 138 Qa Have you’ previously testified before the S
C ety ‘ : S
e O :
gg.:‘:’é 14 comission?
g8 b
B S | T ¥ No, sir.
%3 ] 5
8 16 Q- State briefly your educational background and

. -.,17” your experience as a’ geologist?

FETTRES FRN S S NI T i e e c..,.""k"'_' kg e i Paiid R NN AN
gy ~ B graqf.pa\.sd oot ] Pam St‘.“ vuivcrs.s\,“ 431 ATeD
19

- 20

21 | two and a half years “in the Rocky Hountain area, ax wry

22 1imited amount of time in the- Illinois Basin and ehout

23 twenty years in the mid-continent /area and moved to !ﬁ.dland
24 in my presem: assignment two years ago. | ¥

25 Q In your present assignment have you made a study
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1| of the area that is involved in this Caée?

2 A Yes, sir, I have. ,
3 MR. HINKLE: Are his qualificétibnsfsufficient?
'4' MR, STAMETS : "'hey are. i
5 ) | {Mr. Hinkle continuing ) Afe%yoh fchiliar,yith
T "6 | the application of Exxon in this Case? P
? f A Yes, sir. f | -
é "h . What is ExXon seeking to accomplish?
5 - A Exxon is seeking’ an’ order pooliug all of - the mineralf'”

15 interesta in the Pennsylvanian formation underlyi_ ﬁhe east_

1 half of Section 16, Township 21 South, Range 27 Bast.~ This

hii' is in the Burton Flats field area, Eddy COunty, New Mcxico.

13 And thi' unit is to beftor the'purPOQe of,qriiliggfgfnleven

- Phone-(505)-987:9212

14 thousand seven hundxed foot Morrow test.

‘under

18 R Hava you prepared or has there been pref;,&é

- sid morrish reporting service
~ . General Court-Reponiing:Service”
825 Calle Mgjia, No. 122, Sants 1'e; New Mcxico 8_7501

16 | your direction, certain exhibits for introduction in tnis

¥ .

1 Céase? 3

L . o 18 e Yeé;w sj_r. L _
1§ ‘ o Refer to Exhibit One and explainiwhat this is and
Zﬁ what it shows? B , i W§A}; ST
2 A This is a Morrow structure map; dontour interval
25 of fifty feet per miie. a hdrizcﬁtal’scaie‘%frcné‘iﬂﬁh

25 éﬁuals*fcur thousand'feet. The structural horizon is -on the

24 base of a well-identifiable ‘shale within the Morrow clastic

“26° section.
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38
19
;Q
al
2

23

24

25

red, covering the east half of Section 16. Exxon's acreage

;wiéhin”Sectioh 16 is colored_in yellow and the location that

‘nineteen hundred and eighfj feet from the north line and six f

‘hundred and sixty feet from the east line of Seotionin.

?havewdfilled to the Morrow formation. The»structﬂr 
'is shown in most cases below ‘each well. symbol, ahd the
structural contours are on a fifty foot per mile 1nterva1, or

efifty—foot intervals.v

;the Hamon ‘Federal 4 well, in both wells of Section 4 of

VSection 8. We have an interest in the Bass Bassg State Number “_;

Page

The unit for which we seek the pooling is outlined i

Exxon proposes to drill is shown by the green dot which is

0. And you pr%ﬁoee to dedicate the east he}gféo ﬁbat ;é
well? : | o ' %
L Yes, sir. : | i?3:'ff" - é

o 1

‘A

. a"ﬁitumﬁ? ,.

¢ Does Exxon have any other interests in théfbreay'in
wells?
A Yes, sir, we<haVe i;terest, working interest in

Township 21 South, 27 East ‘and ve also have a working interest O

in the Hamon Federal 9, which is in the north half of

1,which ie in the west half of Section 15,4and-also~we have

partidipating interest in the east half of SectioniIS’for?the
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Page 8

Cedar Hills Units, Number 1 and Number 2.  In addition to
that, we have a three percent working intereet which is in
the Monsanto operated Bhrton Rlats Uhit which lies immediately |
to the north of- this area. | v;

h Do you- have any information as to the: potential of

the wells surrounding the proposed east half unit,fcomposed

of the east half of 16?

vl: "~ Yes, I think the wells that are pertinentf o our

prOposal, and I would like to talk about each one inﬂividually

as tOftheir.initial completion and what they hgve :Qne

production-wise according to the records that~we;h?f :

‘t.b ué*. T—___._ L
which is diagonally northwest from Section 16.}
T?;:f%g Immediately to the south ‘of that is Citiesgservice

i ll. indicated gas and. waterproduc*on _The well vas plugged

was completed in September of 1973 for a calculated open flow

of seVentv-three hundred Aand- thirty—nine MCF pér d_“_",

CQ Number 1 well. It was completed in February of 1975. vIt"

drillédfto the Morrow. Drill stem tests in the Morrow

back and completed in the Bone spi.tng for a £1owing “iidtential A
my understanding now that this well ‘has been abandoned.

In Section 9 the Hamon Federal 9 Com Number 1, which
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is the well in the north half of the secticn, was completed

in April of '75:With a calculeted'open flow of fortyrsix:

hundred and eighty-eix MCF per day. , oo : fﬁ
In the south half of the‘section ie the Citiesv

Service State cé which was completed in September of '74 with

an absolute open flow of thirteen thousand six hundred and

seventy—four MCF per. day.d
Moving to the east the Coquina Oil Yates State well

in Section 10, the south halr of Section 10, waa completed

t eight,,one, seventy-three with a calculated opeh fldw of

seventeen thousand six hundred and twenty-one MCF per day.

the Straun which is a shallower zone to the Morrow

The last two wells I would like to talk about is

the Perry Bass: Bass State Number 1 which is locatedjin the
west'half of Section 15 This well was. initially telted in
the latter part. of 1974 and had a productive test ‘in both

l the Straﬂn and the Morrow; The Operator hae reeently feur 4

pointed tais well into the line with a calculated opea fl*"

’u..:."j-‘a —£Loi u‘ i:"'mv~ ‘The we.u. was aiso conp.l.eted in~ l

of five thousand seven hundred and ninety MCF per day fxom

the Morrow and tWelve thousand one hundred and aix ucr per

“day from the Strawn. - ”
The labt well T would like to tall. about ‘is the

Cities Service Government AD well which ig in the north

Half of Section 21 immediately south of Section 16.'~I have
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‘as is shown on’ Exhibit Number One. This fault has throw on

hundred feet. ‘The placement of the fault is done the baaio

of well control and also seismic information which will be

-d'b
Lt

fpresented 1ater on.

:Stravn and Morrow zones are’ up thrown BV that thare>is a more

_..
o

,favorable structural position ‘in the east half’ of 2 tion 16

._“
o

LUIG‘: the easc ual

Page 10

definite scout data on this well, but newspaper reports
here indicate that within the last week or so that?the well

was completed for a calculated open flow of four thousand

three hundred and seven MCF per day from the Morrow. On
the basis of the structure map, starting on’Ehe‘left—hand
gide of the'map, the structure is dipping to the southeastf

into a low area which is bounded by northeast—southwost fault

o~

e endaes v e

it, varying‘from less than a hundred feet to upwards tb‘two

Immediately to the southeast of this fanl 7 the

It is on the basis of this structural interpretatibn -and-

the direction that this fault cuts Section 16 that we feel

e p =N £~

].-l.
|
3

- Lk
of yhc unie

drilling of'this Morrow teStﬁ

ptoaué ing waker?

A There‘is.varﬁﬁng'porosityland varyiné*ﬁé&élopment

of sand‘witﬁin the Morrow. ‘We have indications that the

wells on the’ down-thrown side of this fault and associated
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1§ with the structural low do éncounter water in the Morrow and
2 | sometimes to the extent that any porosity within the Morrow
3| is watered out'and commerclalyproduétion cannot be established.
4 I would like to point out that the Cities Service "
6 || Government AD well which is in the north half of'SeCtIOn 21,
6| the information I have available to me is that the Qell was

7 orlglnally perforated in the lower part, the vdfy 1qg§r pg:tf F,

8 Jo‘f’tﬁ‘e Morrow section, with the initial test being -—nid'stly

9[ water, and from the reports that I have available, appaxnntly

10 || some of thHese lower sands have been blanked. off by a hridge

1 || plug sgt in the well and the well completed in_uppgg,h

ting service

H
s
: T . T S S L o
T B 3ag .w‘fbands.
g - © This is an iﬁaidation’that when you giG*i&ﬁ“
2 -
o
&~
[

14 structurally, even if you-have the porosity dcvaloped in

7 'General Court Re,
825 Calle Mejia, No. 122, Santa lie, New Mexico- 87501

15 the very lower-most sands "in the Morrow they‘can become wnt.

sid morrish repor

t6 || T think another well that is-an example of thig,7a1though
17 || 4t 48 on the up-thrown side of the fault, I woﬁldfliké to
18 || refer tolthe‘Cities Se£Vicé{Tra¢y C Number 1Swhiéh3i§“in the

19 || east half of Section 32, right at the bottom of*éhngxhltit;

20 || This well came in low on the up-thrown ‘side of’ the fault and

21 || based on the scout record on. this - well, it testad gas and
22IIwater from the Morrow sands and was. completed ag s dry hole;
23 ‘ A little closer to home, Cities Servige State CP_:
24 }j well in the south half 6f Secfloﬁ‘16. This'weli°was

25

completed in the upper part of the Morrow section ané7there>
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16
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18
19‘
20
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was no attempt to make any tests in the lower part of the

Morrow. There is some porosity developed in the lower part

of the Morrow in this well, but apparently the operator did

not feel that it justified a test and would not be productive.

what I feel-"that we‘ are dealing with here is that
when you come into this fault from the northwest you keep
going low structurally and you stand a chanee that tome
Morrow sands, possibly a11 depending upon the structural

position of the well; will be wet. Whereas, when you come

across onto the- up-throw:x block you are qoing to anoo%mtor el
Morrow at a high structural positlon, reducing the likelihood
“that the sands_are qoing to be water wet.A . | ‘

Q@ In your opinion, is the entire east half of Section

‘16 prodnctive in the': ljo::row Jnmation?

_:A.; I would have to say ‘that. the major portion of it
would be productive from the Morrow. ‘ P
0  Is all of Section 16 State land?
A As far as T know it :ls. k
0. ° Do you have any additional. oonclusjions Eo'bé drawn
from Exhibit One? | :

A The only thing I would like to re-emphasize is

that to maintain high structural position in tﬁe’f:bfofi‘éw, and

the same is true for the Strawn and a Strui:ture map drawn

I on the Strawn here would be sffimil’a&: in character to what

we are lookiiig at on Exhibit One. There would be minor

TR X TR I T

Sl i o
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t | differencea. Any time you can put yourself in a high
2 strvuoturuvposi,tion you enhance the possibility that you are
3l going to find more of the porosity that is deveioped S H

4 'productive of gas in both of these formations.

5 MR. HINKLE: Our next exhibit is a large one and
¢f 1t might be advisable’ to put it up on the wall, e <

) Q (Mxr. Hinkle. continuing ) Refer to Exhibit 'I‘wo

| 8 and explain what this’ is and what it shows?

9 A This is a northwest-—southeast structural cross

section as showh here on the index map, the nortme"t“t' end.

It starts at the Mobile Federal QQ well which is located in

New Mexico 87501
9212 -
= 2

}
|
{

ling service

Worg Service:

fe,.

I
L.

5 g;a ‘f12‘ “the north half of section 8. “It then cones downandyou
EE:‘% }13 Yiave a number of th‘e‘se éldea"tienealong the'-cro‘e'é‘bii“ééion. :
E Eié 5“ At Location Two is the projection of Cities Servjr*s State
Eég 15 CP well in the south half of Section 9, into ’th'_ »_'\1ine of
] ) é 16 || cross section.

17 © . At Locetion ;Three'*I‘ have préjected in our {'i;'x‘it‘.erpre- k

18 tation,‘ or my interpretation, of where -I feel that a location:
19 that is proposed by Cities Service in the north- half of

20 ‘~Section 16 would be 1ocated

21 ) The fault that we deplcted on Exhibit” One is shown -
22 || ‘at ‘that position just east ‘of Location Three or "j'i'x"sf-'55southeast k
23| of Lo‘caft‘idn Three.

2f4> Location Four,fis the proposed location by ‘Exxon.

26 Location Five ls the Perry Bass Bass State Number
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One well in the west -half of Section 15 and Location Six on
the southeast end is the Gates Cedar Hills’ﬁnit Number Two,
which is still in;the process of testing,

1 would%like to start out -- first of all, let me
identify the*etruétdtol_mappinq horizon that was shown on
Exhibit Number ond. | e

This shele.that Ilhave,colored in green} end'this.
is merely todhighlignt’theXEhelelas the struotutal datum on
which our Exhibitiﬂuﬁber Onetﬁaelprepared .

The top of the Morrow clastic section is’ shown at

thls point, and this does correspond to the Morrow clastic

‘Phone (505) 98:-9212

iFE

13

14

16

17

18

19

20

21

23

24

25

vld ~the top of the Atoka ‘as’ they depicted it on their cross.

‘ot the actual top of the Strawn as the committee depicted

of the cross sections here in ‘New. Mexico. ;_ gf~;

Going further, or shallower in these wells. this is

section and there is one cross section that runs ‘very close

to this area. T believe 1t is a; well in Section 28 he:e that

is on a line of-the cxoss section. .

The'uppe?—most;corjelétion,‘and I'm shdﬁingrthi;

ae’afcorrelation on'the?t0pibf»the'Strawnlpay This is ‘,j

it on their cross section, but it is the top of tha ‘lime .
development that is productive in a number of wélls on the
southeast up-thrown side of the fault.

Now, I would 1ike- to start with the Morrow and on
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1| the left-hand side of each log, which is the gamma curve side
2| of the log, I have used fan arbitrary point on the log and
3| colored in the sands in yellow and that is merely to highlight

4 |i the cleaner sands agains?t those that become more shaley.

5 Also on each =’1’og, in the center;coi'\xmn on the left

6| side of the center column is the perfnrated interval and in

Y : e

7 many cases this will be an oVerall interval rather than

8 spec:.flcrsands. Many of the scout tickets don t give the

) g 91 specific perforated :mterlals, so I have indicated an overall.
'g ‘E 10 " - on the right hand sn.de ot‘ each of these logs. in
;EES 111 all cases these are a combination density, compénntod
8 Fed
%§§§ 13} be the better porosity by coloring in the 1ogs in m
ggéé 14 | I think you can see from the Mobile QQ well on the
j 50 15 »northwest ‘end. of the line of tixe cross section that it has

si
825 Calle Mejia,

16 porosx y developed down in the lower: part of the Morrow clasti
17 section and it also: has porosity developed in the upper part

‘1‘i8 of the clastic section. As you progress southeastﬁard now o

19 and looking at the C:Ltles Service State CP well progected

i 20|l into this line of cross section, the 1oi~'er part of
21 and when I refer to’ the I.OWer pc.rt of’ the Morrow I

2é about below this identi’fiable shale here about midway in the

23 || Morrow clastic section. A

29 There is a minor amocnt of porosity developed in

“_‘_‘Tl_—rie_utron, porosity type logs. I have depicted vihat I feel to ,

25 | the first sand below the shale, very low porosity, down close
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‘of the fault on the Perry Bass Bass State- well here ‘ig the
*1nterpreted it on the porosigy 1og?on~thorrightéhan@ﬁcolﬁnn"“
" of the well. | |

‘farfmofe“porosihy'than‘is on“the‘State,CPﬁwelluWhiol¢;s”on

State CP well is compléted in. :But.hereragaiﬁ'this'yall‘ddeé_

Page 16

to seven percent porosity in the lower sand. These are the
sands that I previously referred to that were rnot tested, -
thag'the operator made his'completion in the middlé, about

the middle of the upper clastic section.

Now, this I think shows a very defihite decrease
in the amount of porOSity that you are seeing bétweéﬁ these l 5
two wells, and you are goinq in a down—structure position. » é
Now, by contrast when you come across onto the east %ide i
identifiable shale, here are the cleaner: sands as degicted on.

the left-hand gamma ray log and the porosity as I havé

You can see that well in these lower sand: exhibit*

'the‘down—thrown $ide of the‘fault.. Also there is porosity

developed in two spots in the sand above the shale marker. Th l

would be up comparable o the zones which the Citnes"Serviee';'mw

not have the amount of porosity that is.in the Mobile® 0.
I think this is. shéwing some of the v&ft&ﬁions %ﬁitf"q
you can £ind in the Morrow, but there is a definite decraase
in the amount of porosity as you goyfrom the Moﬁ#léfQQ to thei s
CP well, plus the fact that you are‘losing‘étruééu:;i:poéifioé .

Tt is my opinion that you come across onts the .
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1 ] location on fhe east half of Section 16 that you have a
h 2 i possibility of encountering far more poros‘itky in the Morrow
- 3l at a higher structural position. This is showing, going to
4 || the most sé;ltheastérn well on the cross se-ctioh, which is “
N - 5 the Cedar Mills Number 2 operated by Gates. There is ﬁorosity‘
- : 6 deveiOped"ch#:n in the lower g;art of‘ the Mo"'z"ro;d below the
7 s'}i'aflé" ma'rker. There is poros:.ty above’ that: marker. k".l'he
- Bl well has been- perforated in one zone, two zones below the
- 3 9‘ shale marker and two zones above the shale rarker and this wel |
- % tg: 10 'pqté‘ﬁtj;‘a"_ledffor five pb'ih't éight million on a rﬁe"C‘e’r’it’ ‘t‘est'. v %
j ;égg 1 . : No'-v,’ ‘as to the Strawn, I point out that there are ; ;
rrrrrr o “ §§§§ ) 7'1-2._" no” wells’ in this immediate area on the down-thrm&i’ ‘é‘ide of .
: E:g% 13 the fauit which have been completed in the Strawn. ALl of |
& j §§§§ , 14 the St_rawn qompLetions in Fh‘i’s immediate area t':_o‘q‘até'iha‘v‘e, :
- -_: °*§ 15 “*b‘één “ébﬁpi‘e’éed on wells on the up-thrown biééiéé"}"ﬁ"‘éﬁ “%Ha
= : - _ ;

; ,,Z; 16 higher structures. ‘ ' : : Lot
| - ' v : y 17 ) B 'I‘he Cedar Hill Unit Number 2. has: porosity a.s sho.«rﬁ ’
“ W EERT 8 “ 'on»the poros:.ty curves. 'I'he well ‘has been: perforétéd. They

‘ . T 19 |} are c’urr_entl?y working t_owards: taking a four point'énnthe‘
: i 2 Strawn zone, but offieially the well is not completed.
: - e 2 s The Perry Bass well which is that Location Five oh
TP 51 the oross section ha‘é“}?één completed. This is th;'&;e that
) 231 t’éétifled earlier has an 'open flow of ‘twélve "pdiﬁiii,‘bne
.24 ‘xn”i']'.'li’bn. We have no production data of any signiflcance
| on this well due to the recent connection into the 11ne.
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fthat is developedéin the lower part of the Morrow, up high

sstructurally wnere 1t WOuld ‘be gas: productive.,

‘the Morrqw?

Page 18

I think:what we are seeing ﬁere is that by forming

a Unit covering the cast half of Sectfon 16 we can maintain

a high structuraIFPOSitJon.‘ We have Wells that have indicated
more porosity iﬁdicated than the Cities Service State

CP’ well, but Stlll less than the Moblle vell. The Mobiler
well is oomiﬂg out of anofher, adjaceet to another producing
area in the Morrow,vwhich 1s Avalon Hills, which is this area
up in here, althougn we may be seeing a change gomng from one
major prcduc1ng area into en in betweeh S0~S0 - area, then back

into the main Burtons Flat produ01ng t&end

; Here aaaln this is another means of predicting ‘high

Q| Do you: feei then, that you h&ve a good @ ance in
this Well to complete 1t’ln the two ZOpes,‘the’Strawﬁ?and
J*m”iéYeSféif.g !
0. What would be" the ownership of ‘the acreage percenta”
wise in- the east half of Section 169"é«»

A ? In the east half of Section 16 Exxon and Cities

Sexrvice’ eaon own fifty percent of the working interest.;

0 fEach wou;dfhave fifty percent?»'
A ?Yes,lsiri’
0. " In your opinion will the correlative rights of all
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' I of the interest owners be better protected by drilling in
2 | the proposed location of t@e sast half?

3 A In my opinion thef will be.

4 Q Do you have any further coﬁments with rasPect\to
5 ! "’?his exhibit?

6 A I don't believe so.

7 MR. HINKLE: We would like to offer E#hibit§7éw_
8 i One and’Two: | " <  S
§ 9 MR;’STAMETS: They will be admitted; - “
;;é” 104 o MR.}KQLLAHIN:; If the Examiner please, do I unc!e::'-—‘}"'fiE
;«E;EE n stand there w111 be seisml\, :.nformation to support this?
go‘ 12 llw' T MR.‘,'H':‘[NKLEA; Yes. _ | -
L o 'M§~éKﬁLLAHiN* I would like the Examineritorwithhoidfwg

- Phone (505)'98

14 the admigsiofi:-of the exhxbits unt11 that testimony haS‘been

“+-General Court Re

- sid morrish: reporting service
,'No. 122, Sanptll e

£
§ | 1‘5” presented as suppor._ing data For “the two exhib, es
g 16 now being offered.

17 MR,fHINKLE:' No objection.

el MR, sTamETs: we dw_ill admit your exh:.b; e ca

19§ later point, Mr. Hinkle.

20; L At'éﬁis1time Qe‘wiﬁl‘take a réééss-uﬁﬁilféﬁe
21 || fifteen. - %

2 il
23
24

25
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1| AFPTERNOON SESSION
2 MR, HINXKLE: Mr, Examiner, I would‘likefﬁo ask
3|l Mr. Raynolds a couple more questions. - ."
4 MR. STAMETS: The Hearing will come ton£der and
5{| you may ask!him a couﬁle of questions.
6 ‘ 4} (Mf;'ninkleicbntinuing;) Mr. Reyndlds, f‘believe
7 ‘you testified that you have been doing geologic work fbr
8 | Exxon in New Mexico for several years? o
S 9 ; iA ' Yes,“smr. ’ ‘
.%v z w0f - 0. How long have you known ‘about the Fault that is
iééa 11v‘ portrayed on your Fxh:.bit Number One? : o
o 'E”g";‘g“ 12 a This fault has been portrayed on the maps that TR
E’gé% 13 were ‘i‘x‘i use,’P;ior to my'an-ival in Midland}whi-({;vih_? wa B"Wo'
: ’§ gié 14 || years ago tomorrow. | | B
..; bg 5 | o 'MR. fiINKi;E: : Thank “you. That's all- of’ th%e:questions ‘
é 16 MR. STAMETS: Are Lhere questions of the w1tness?
17 | | ‘ Ty
,8 - ' _ ,;cﬁoSs EXAMINATION v

19 || BY MR. KELLAHIN:

20 e I.assume, Mr. Reynolds, vou are télkii“ , 3

21 || maps used by Exxon?

»l| ~ A vés, sir.
23 Q Not those of other parties‘?
24 A No, sir, these are the ‘maps used in the productioa

25 department and our exploration department has also interpreted

L e
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1| the fault in this area prior to this time.

2 Qo In oonnection with that fault, what is the’throw

3 of the fault?

4 A The throw o the Fault will vary from area to area.
5 || The fault that extends on to the north~some éiStance;-itﬁalso
6| is present at South CSrlsbad which is fifteeh or sixteen miles
7| to the south; as far”es the‘cerlsbad Morrow éroauo£i¢$varea.
“3 It is immediéte}f adj;cent,ojhst to the soﬁﬁh éﬁ-Eﬁﬁiﬁit One P

9 | here, some ten or fifteen miles.

10 0 And it is the same ‘fault all the way°"'x>

11 A It is in the same trend, yes. Now, the throw on

12 thls fault will vary from poin£>%o point along the txand of

13 ,the fault;’ The throw'isfnot'exactly the*same~iﬁ‘€ﬁbf?»p1ae‘:“

~ Phone (505) 982:9212

14 ;_ ’g Has this ‘ault ‘Leen confirmed by anyone other thtn

pl

15 || ‘Ex¥on's people?

sid morrish reporiing service
..+ General. Court.Reporiing Service .
825 Calle Mejia, No. 122;. Santa He, New Mexico 87501

16 A I am not aware of it.

17?‘{ 0 | You say the throw of the fault varies frow place to
18: plaee, specifically 1n Section 16 what is the throw Uf the

19 ||| fault?

20 P A My interpretation indicates. that the throw ot the

21 fault is somewhere between one hundred and- eighty and two
c22° hundred feet.
231 - Q Near the site of vour well?

24 ’4 A Yes, sir, as:shown on Exhibit Number Two, the f

25 || Iine of cross section.
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0 Cn your Exhibit Number One, what is the top that I
you have contoured on? ’

A As I pointed out in my earlier'testimony, this

map is drawn on the base of an identifiable shale within
the Morrow clastic section. |
¢) Now, do you designate these separate‘shales,inot

shales,'producing honés'in the Morrow by any lettér‘orfby

any other definition?
A There have been various terminologies4ap§1iéd and
I think each company has their ‘own designation: : When you

get around to trying to. correlate individual sands yon run

dnvelopmant.

Q This is true throughout all the Morrow pro :f ion

in this area? A ;3,

A ThlS is trueoin,the‘Oklahoma and Texaégfahhanﬁlos,
anyplace I have seen Morrows this is true. ;

@ ; So in connection with that I believe’ you teétifiedgg
that the Bass well, for example, ‘showed more porosity than . ﬁ
the Cities Seévice CP‘State Number_l? /

A " Yes, sir.

@  And also that the Mcobile CQ, also showed greater

porosity?
A Yes, sir.
o But neither of those wells is as good aiwéll_és
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1 || the Cities Service well, are they?

2 A A T don't know how you are qualifying that, "as good

3l a wellf‘

4 0. I'm talking about their deliverability, their open

5 flow or deliverability. u

6 A.'A’ ‘ Well, none of these wells have had a ‘long history

7 of production. | ‘
s - Q. How about initial potential then? 1

0 ‘ 'mf :Wen, initial potentials, I would have to"vsey that

- 10 neither one of those wells that you mentioned haa a "ligher

1’1’ open flow than the Cities Service well.« Personally, I think

2
@ =
g 8
: o3
. gb:;oilg H ; :
§§§§ 2% ‘a‘é"’.lféﬁe f‘iat a"'viell'v_ is c.upwie oi producing into tna .u.na _
E 2;:% sl is more f a test over a long period of time tham the initial
-k :
Eggé 14 potential ‘that you get.
S - R k) SR , A
_s = asdl ";,Q. ;Well, we- don t have that informstion, do m
IS ;
] 16 A No, sir, we don t.
o - .
o a ‘So “on .your. exhibit or in your testimony I belisve ‘

18 you gave the calculated ‘open. flow on all. of these "
~ jgip’ A Yes, sir. . :: R
?20 ' Q‘ Do you conside.r that at least some indication of
51 || the quality of the well? o .
'22" A Yes, sir, some indication. ’
23" T Q. In each case the Cities Service well is’ better 1

_54 " than the other two wells you were referring to? -

25h A This is true.




~i;: .
i
sa Page ‘ ' 24
1 0 Now, you said that the porosity is greater or
- 2|l 1ess, going from ono well to the other, what do ;ou mean
—_ . 34 by higher or lower porosity, what are you figurihg, what
4|l figure are you uéing?
: B | A What --
- ' i : 6 0 wuat,fiédre afeiyou”ﬁsing for your porosity? You
- 71§ gaid that the porosity decreases from the Mobile to . the cities o
8 Service well, whaéwis the porosity of the Mobile: well, what
- i 9 figure did you use on that? i A
1o I As 1 have shown on Exhibit ‘Number Two on tho Cross .

g.Service
. Santa Fe, New Mexico 87501

il sectton, the red-colored areas on the porosity curve is using

-}
£
2 _
« o
20325
R .=-}_5 '83 P | B ; ; ‘
N ‘§§ & 12 a.seven percent cut off, L .. .
B R P Vo R : B .
: ‘- L % 'n; ‘19 : © - Y L Ly e e Vs PR
_Egg% 13 h ' Q Did you use the same on the Citi J Service?
L ,_;;oig,"flci ; o e
T i*Egg ‘ ot - e o '
gr;“ B3 sy 0 What is the average net pay on the Hobile’ﬂull?
(SN ® g IEI
v S 16 A On the Mobile welo, this well has upward to sixty

R e
w3 P

7 'tofseventyvfeét of porosit&”developed in all Offtheﬁybr:ov

;i ;d; @ - You are télﬁihg*about seventy‘pérceﬁt'ﬁozoéity?
- a 0 e is the average porosity over tﬁéf§£x£§dot
j ??ﬁiseventy feet? | O
; 2| A Idon't have the exact figures here to say what
24| the average is. ' | |
- %ﬁ' o Do you hdve it on the Cities Servicé7WéIi¥f'
| -
,
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1 A Well --
2 Q I'll withdraw the question, I timink we will put it
'3 |jon direct --
4 A No, I'll answer it if you will give me a little time
5 || to.
6 Q I'11 withdraw the question because we will put it
7'h on the direct case. :
8 | Dc_:"you know of any well that hafs cut ’V'i":%h‘atv" fault? (
3 g A No, sir, T c;n't say that'- I do.?.: v
g ..'oé og @ At any point? »
aggﬁ 1 A. No, sir. ‘ :
CEBELS . o v e R SR SR
- §. g’é}% 12 1175 | @ On ‘falteen svike Ouu Wiies that "?'Gu ai.‘“é TaiRing Evouk
‘ g;:% 13 A No, sir, I haven t worked this entire fiftcen milas
g %%g ~14u in the detail that I~ ha.ve worked in this #rea. _Whon I nay )
:og 15 f:that there is no fault, I can t £ind ‘any well f;hat Ally
) % 16 cut this fault, I'm speaking in the area of Exhxbit Number
17 || one.
o ,BL’E 4 & Tow a5 you confizm iha- £auis tt‘cr" ,
19 A As I testified earlier, the .lfauf;t ‘is “i‘r‘x_’téfﬁfcfe‘ted
2 || on the basis of the structural position of thevariouswells
51 || on one side of tﬁe. fault ‘\fe‘rs‘us »ﬁVh'e -othﬁlf; _and alsoby the
52 "séis;':;ic"“datu‘ ;.;;1:,}."‘.:111 ToUegssietog Ha é‘.t < ek
23 ) Now, I believe yvou ‘testified that some of the wells
24 lh-adé' water? | : |
25"' A, Well, in fact, 7 think the weué: that I kvsp’e"é'ificallY
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referred to was the Cities Se;v;ce Government AD well which
18 in the north half of Section 21. This is not by any
specific data that I have in my possession, but we met with

Cities Service to try to resoive our differences in the area

" and I asked about ghe eatly testing on a well and I was told ?‘

the initial tests indicated all water. So I am basing my

statement on that well on that converaetion and the scouting ii‘;

record indicates that on the Cities Service Tracy C well in
Section 32, 21 South, 27 East, that this well on a dri11 stem?f
test over the‘ﬁoxrod aaﬁdé‘teﬁteh water.

- That was not completed in the . Morrow, weevif?

A ;;Nog sir, it was completed as a dry hole.}~f9
Q@  Are there any other wells that encountered wete:?
A

The Mobile well 1n the north half of Section 8, . 7ff‘3

. “er@

in the neighborhood of six hundréd to seven hundxeg“barrels

~of water per month.

'”g- - Which weilfisﬁtﬁét} ﬁoﬁi&“ypu'%iVe tﬁé“&€ﬁfqnatio§?{:ﬁf
A | It is»in'the hOrﬁheastiquerter'of,Sedfib&i@f,éhe |
nbbi;é*Féeéral’QQ. »i »
Q- }Righﬁ.' Now,*:‘believe;ybu pestified}fhe§>;h youro'%
opinion the sast half of Section 16 is productive from the
Mo:rOW?. |

A Yes, sir.

Q@  How about the west half? -
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A At this staée I would be very reluctant to say-how
much if any of the west half is productive.

Q But ycu would not‘say{thst;it is nonfbxoductive on
the basis of what you know now?

A’ Knowing theilenticularity of the;Morrow sands, I
couldn't make that definite statement that it wasn' t productive

Q well, knowing the lenticulsrity of the Morrow sands |
how can you say that the east half is productive? |
F . A‘ I feei that I am close to known control, and that
I am high structurally, and my chsnces are far greatnt to

be productive in that position than moving to a locltion on

]

¢ 7 General Court Repor.ing Service’
825 Calle Mejia, No. 122, .Santa:lje; New Mexico 87501
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" ‘the west ‘half of Section 16, which would be Fown: dip*from s ﬂf;;
_any known- existing production in the Morrow and the' s

0 f Well, don' t you consider the Cities Service CP wsll

A Yes, sir, but as Iisaid,;you are going'doﬁh dip
from ‘that well on the west side of that fault.‘
V‘VQ»iw Isn t there ‘sSome differenoe in going across‘the’s:sf‘;ﬁ
contours, as would be indicated by your exhibit, or gbings
'down the same contour interval from the CP well" 1ntofthe
ad;oining section?-k s e

A Well, the dip is not uniform in every spot. There:

1is flattening and steepeninc of dip here and it "“W““k

"follow a set contour interval in every case.

0. Do you know of anY‘bther wells that are drilled as
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1l close as tﬁlrteen ﬁundred and twenty feet%in this area, any
2 producers?g" | ‘ ‘

3 A ﬁot in this particular area, no, sir.

4 0 -ﬁow, on the basis of your exhiblt, if we assume

5| the faolt is there; it»wouldn't really mage much dlfferencé

6 || if you dedicated the north half or the eaét half of that |

7 seetion to the well, would it? | ]

8 A.»‘ cOuld you repeat your question?

§ 9 1y ] It wouldn't really make any difﬁerente wnether you

-% ‘,% ‘1‘0',:_1 dedicate the north half of tha section or (the east half of
a§§§ 11 || the section to a well to be drilled in the north half or in
"%§§§§ 12 the northeast quarter? T e
.§§§§ 13 S o In ny opinion, ‘correlative rights would not be
Egig __‘14‘}! protected if ‘the nnits were designated in an eut—m't

;":‘: 5 “511“301:_101?- In other wbrds, a’ north-half unit and a south-—

) § 16 | half unit. It appears to me that the logical division based

17 || on the preeence of - the fault that the logical diwii‘s‘j;tigr is

.

Cig |t in an sast unn: ana a west unit.

19 : 'MR. KELIJAHIN‘:’ I believe that's. all the: qucf{otiohs

20" I ‘h‘a've’. Thank you, Mr. Reynolds.

21

23 || BY MR. smrm-rs-
24 Q. Mr. Reynolds, the well in the southeast quarter of

25 Sectioﬁ 9 I tbelieve that 18 -the Cities Service CP well? |
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1 Yes, sir. . l’

It is on the down-thrown side of the fault?

Yes, sir.

"And -that apparently is a good well?

I
w
» o P

- Yes, sir.:”

é
3
3
k
;
3
*
&
.
k

IR 6 0. And lookihg down towards the southetn"b‘ar’t of the

7 " exhibit, the well in tne northwest quartet of Seci::lon 21,

8 I believe you reported had water in the lower Morrow?
- ] 9 A A Yes, sir, in thé’lbﬁer part of the Morrd§;4
! [
@ © o G
.g _g 1o#f "Q; That is on the up-thrown side of the faulf?'
- RS ST B
§3a 11 A Yes, sir.

A,“, gg,%ig i .‘ R L T P SO S T e hemel
= ’jg"§§§ , [ | B Q.. And the same thing could be said for' the Cities
: -1l P o . s : : e

i o Xag ol SN : - ST g i
, ’5 §§§ 13} Service Tracy well in the northeast gquarter -of‘-Seetion 32?2
- ®O7§ R ' T
g '§§£f 14 H A Yes, sir.
m T = 15 " Q@+ You don't have to be on one side of the fault or
8

16 || the other to contact water in the Morrow fotmati'on?c“

B  17 f a. . That is coi're’o't, and we know as you gooff j':_i:h‘e
< g f high s ‘_tr ucture, sast:of- ‘.:he ~fa.:.1t'= 15 the upr thr-;m Siog.ii;faa‘i“;"f
- 19 ’:_y‘o'u go down dip to the southeast, you start: pickingup water,
‘: 20" ”so 'thi‘e‘;ieéemPhasizes, V‘no":n!;i»!‘tte‘r,v -évh.zi.éhf side of thei‘ault -you
,“ e 21 “ a.re on;' you should try to mé:ﬁitein high structural ﬁii:‘ion',
~ 22 and this is what I don't think can be d‘one by drilling ina
i 2| position where ‘you may be on .the down-thrown side of the fa.ultd;
24| It is my opinxon that we should try to get in the highest 1
e :"i-”":" L 25 7 structural position possible 's0 that we enhance the being able
: J :
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1] to get as much of the Morrow porosity high on the structure
2| and, therefore, more gas reserves.

3 I used the wells on the east side or up-thrown

4| side of the fault to'inhicate that even on that part of the
5| structure, if“you ruh I%W, you can get water.

6 0.  Looking at the eighty-three hundred and fifty

7| foot contour in Section 29 -~ what is the wownship and Range.if
g 21, 272 | | | o
of --A It is 21 South, 27 East.

10,,< Q - 1s there aﬁy %eaSOQJthat could not be’ﬂfi&%‘&a a
1 eontinuous line across there with no throw on the fanlt.

Coazy ~k " Thie is posaible and if you recall my tes b

;i3:>thé”tﬁfbv can vary. on:tﬁis“fault and there are‘plidei”alénq~

Phone (505)98:-9212

14'-1t uhere you may not.. be ahle to visually see any thxowiat

sid morrish reporting service
: 15 Oeneral.Court-Repor ‘ing-Service .
825 Calle Mejla; No, 122," Santa I'e; New Mexico ‘87501

Eéi;ellt In fact, it is probably more of a 1atera1 mnmenunt
16 than‘an ectual vertieal displacement on this fault;'fSé

17 ‘ydu'ean#get in a positi&n'where the throw on tﬁﬁfféﬁit'bé¢¢?§€ A

R T

1 || obscure. . 3*% ; o w ﬂ%f$~e
) 9 In the area of Section 16, which is under qnestion

20 |i here today, could the . structure ‘be interpreted ag steeply

e dippinq ‘beds rather than a fau1t°'

N DR R W S TR T

22 A Yes, sir, in fact,,I have made such en 1nterpre-

o i
24’ S Q 1 piesume yeu ihink“thiskis.tbe prefeteﬁleg' 3
25 '
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15

16
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20
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22

23

24

25

‘of Section 16 would not be protected if you had a north-

‘linetthat‘the Commission is supposed'to protect aaal”

 feet from the end 11nes of the units. Therefore, as'far

»possible, you would have to drill either in the -~ woll, it

18,
of that section, and in both of those cases you are drilling

- very close to the fault which we feel is- present.i_

fault is in there as shown, would this ‘situation lead to good

Page 31

interpretation?

A Yes, I do.

0 I believe that you said that you felt like the

correlative rights Of the interest owners in the east half

half dedication? Are there any other dr&wbacks to & north-
half, south-half dedfcation that you can think of’iﬁithe
prevent, say for\inétance waste of resources?

A 5 1 don t think you can put a well. locatiOn in the
north half unit in the optimal structural position. _This
iso:?éméi;'o
far aé the three ! hnndred and forty acre units that you are

required by the spacings to stay nineteen hundred and eighty E
as a north half unit, you would have to get as far east as

would heve to be in the west eighty of the noxli st qu er B S

?Q A couple of hypothetical questions here. Assuming :
that a11 of Section 16 is productive, Af yaﬁ‘ﬁia’a”£3;££1£;1£“
and a south*half’dedieatiOn,%witn wells located”in“the north-

east’ quarter and the southeast quarter, assuming that your
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Page

drainage of the west half of the-sectioh?
A No, sir, it wouldn't. ’ - i h
0 COnversely, if we take this same situation and do

away with your fault, and say that we have only ‘steeply

dipping beds, would the west half of this section then be
drained, or subiect to drainage?
A There might be a’ question as to ‘how effoctive

the drainage into the west half - if you ‘have a well locatod

1if you assume that there is no fault and you have two:wells'

v

on the east half of the sect1on, but on the baéis of east-

weat units, there could be a question as to whether the wells‘

C But, in fact, these would be legal 1ocatians aad

without the disagreement we have here today this eoulﬂ be

§ ;,_'_:, A

done?

A | Yee, sir.
| MR, STAMETS:AmAréVthefe anigother-quéstioﬁégof
tﬁéjéitness? k SR

MR, KELLAHIN: "One more, Mr Reynolds, ‘do- you

,know the interest of Exxon 1n “the east half what percentage

would they own?
MR REYNOLDS-‘ Flfty befcént. '

MR. KELLAHIN: If the dedicetioh qulin!tﬁéfnorth

:half, what percent would,thhy’OWn?

MR. REYNOLDS : Twehty#five percent.

‘would ‘arain clear tovthe west ‘side of that sectioh.¢ - ,
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MR. RELLAHIN: That's all, than_k you.

MR, STAMETS: Anything further?

MR. HINKLE: No, not of this witness.

MR. STAMETS' You may be ekcuséd.

“MR.. HINKLE' I would like to call Mr. Bairé‘:’!;

" JOHN M. BAIRD

called as a witness, having been first duly sworn, was :

examined and testified as follows-

DIRECT EXAMINATION
BY MR. HINKLE:

N state “your name, residenee and by whom you é.re

_ employed?

A I'w John M. Baird I'm employed by Exxon Corporatiﬂt

"in Midland, 'rexas.‘

Q- What is your position with Exxon"

A I'm the. exploitation geophysiciét for- the Kid-

0 What are your dﬁties in thaj't-'-.posi‘tioﬁ?r

A © My duties are to do -any a.nd all: geophysical worl;

’that might be needed by the product:.on depa.rtment in thev

Mid-continent Division. lﬁ . k N . : “";1:1~f¢
Q  Have you previously testified beifdre::‘tﬁé‘:’:ééﬁniséionf ;

B No, X haven t.

Q You might state briefly your educational background
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1 || and your experience as a geophysicist.
2 A I gréduated from Texas A & M in 1943 and joined

3| the old Humble company in 1946 and in the ehé{iihq twenty-six

4 || years I have been continuously and exclusively concerned with
5 b geophysical explorations and interpretation work.
sl 0. Have you done considerable work in New Mexico,

7 | interpretations on the part of the production deparment?

8 A No, but up until three vesrs ago I was interpreta-—

= o il tion sﬁpe:visor for our ’exploration departme_ntf‘a.nd'wa‘svcon-
wy .
@ © ; . o
: ..;.2 8 10 || cerned with interpretation work in New Mexico.
""’.\;g . : . ’. » e - =
i§§" 11 0 - Have you done any ‘interpretation in cbﬁx’iedtibn
cE2 88l snooarea that fs-inivolved here in this Case?
KAl 2 g TR > L y "-~>.’4i-" RN
.E§ gg; Ty A Yes, I remember hélping in some of the"ihtétp:e- ;
DS"": ‘
'E_géé 14" tations done by the people under me back four or five . years
RS _
O . ) :
S; 15 ago in this a.rea, and I specifically ramember whenwe o
I
8 16 || acquired some of the more recent data in here three years

17 | ago consulting with the interpreter in the exploration

Rnh:%n’# ~An  dhia. . n izl ar araa
’]8“ TOET TN westees e Wed teSewmw e ""““""‘ Qe 5 v .
19 MR. HINKLE: - Are- the qualifications of ‘the witness
| 20; va'cc‘,e.ﬁt»;.';blei’_ A |
all - MR, STAMETS: What was. yOur degree in?z & . "
45 L 1 My degrae was a B.S. in geology. .
23 ' MR, STAMETS: 'I‘he witness is considered qualified.~
24 : Q {Mr. Hinkle cqx\';inuing_.) Have you prepared or
25 | has there been prepared under your direction, cér‘t‘a"ih"
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' exhibits for introduction in this Case which have been
2 ]| marked Three, Four and Five? ‘
3 A Yes, s8ir, I have three exhibits. I have Exhibit
4|l Three which i5 a shot-point mep of the area under considera-
5| tion and two seismic interpretation plats.

e

6| - o Refer to Exhibit Three and explain how this was

7 prepared and what it shows? »

8 A Exhibit Three is one to four, one ‘inchto ‘four
g _ ol thousand foot horizontal scale map of the area ‘urxder rv

'g aé 10 discussion, the Burton Flats area. This is fron E::xon's

;%EE | " shot-point map which shows the locations of our seismic
, §§2§~ iz gontrols in this area. On thJ.s insert here, Exhibit Three, |
gg;% 13 IhaVeshowntwo of the seismic lines which 'I'm‘ 'goiz‘;g;..;to us‘e'
: Eg?f 14| as further exhibits, namely -- incidentally they ‘are high- ° S
'Eu "15'l lighted in ‘yellow and I have line number forty-nine ,ntinety-'é f |

16 I three which is a north-northwest, south--southeastfli‘ne‘ and

8i
825 Calk

17 11ne number fiVe ‘oh oh- one, which crosses Section 16.'

BEE T will show - my interpretation of the structure on
19 those two lines.
20 © In addition, this plat shows highlighted in green,

21 || the velocity survey in ‘the old ‘Humble Cedar Hills well and

2| it is from the 1nformaticn in thlS velocity survey*that y m I3
23| able to predict the whereabouts on my seismic section of

241 the Morrow or —-

25 Q You say there was a velocity survey xun in that w’eli :
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A Yes, sif.
0. How lonf ago was that?
A I would have to look, it's in the last ten years.

) It's an Bld well,nthough?
A Yes. |
0. Okay, ooiahead.

-5 To. help you locate yourself I have outlined An

red the ™ 3;{{;%f Section l6. In addition, I have

shown inAa ht;vy biue line the trace of the Morrow fault,

marked down on the west and up on: the east. I hava proposod

to justify puttingfthis fault in this location by showing

sid' morrish reporling service
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Exhibits Four and Five which Show where the seismic lines
on Bxhibits Four and Five cut the fault. And then.tofthe
‘gouth in Section 21, I have run the fault just €& the ‘west:
of the well in Mark One dash AD, recently drilied, which
we interpret as beinq a high~side well.

Q What section is that in?

A Section

Q Okay.

A And T run the fault just’ to the east of the Cities
Service 1=A Simpson well in Section 29, which we interpret
to be‘a low-sideéwell

Q Now, in your explanation you may refar to Exhibits
Four and Flve.

A All right. One othér word about these two seismic
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1 lines, they were both qroup-shoot lines which were shot as
2 || cooperative enterprises of a number of companies. The line

3 || five oh oh one was a 1966 1line, six-fold Dyno-seis line,

4 i and- I think that Exxon Corporation was a memberiof t’h‘at-gropp-
5 || shoot and acquired t‘hat‘ line when it wds first shot
6 In line fou‘r nine nine fthre'e we aé‘quiréé by p‘ui'ch'ase
7 from the Geo Data Corporation of Tulsa,. Oklahoma. Line |
8 four Tiine nine three was shot in a group—shoot to which ‘

] Exxon did not belong at the time of shooting, but wew were

3
® &
§ 8 10- able ;to purchase the line shortly there_after. =
@ $3 ' ’ , , V .
wsia 1|l a twelve-fold CDP line Vibro-seis.
T EESE “""fzi'“f % And T would 1ike to go to my :Lnterpretatio
aisa
o Xng : B
;’ég%, 13 Exhibit Four, of line forty—nine ninety—three. This»,,is an
@ O~'5 ’
§§£§ 14 || interpretation, it is not the seismic ‘1ine in- its® entirety.
- Q.8q -
@3% L L
] g sl X made this 1nterpretation by 1aying a- piece of 'acety_ e:
- » O R .
S 16 || overlay over the original-seismic variable,—den‘_s’ity ‘section

17 j and drawing heaw?y lines for the Mé}rzﬁew and Hunton feéflections

gl jabeled &s ‘such on this e
“19 || bit iighter lines, over continucus reflections;vihich: are -shown
20 || here. And then »a‘k heavy 1ir§e to repreSehﬁ ny interpretation of

o1 the fault. Now the velo'cit"y’ 'éurv’ey on’ this line falls between'

23 || from eight fifty to eight rii'maty-five-or ashét-’-b‘cﬁiﬁf‘? iio'ca:tion
24 f'numbers which you may see on Exhibit Three, : the shot—point

25 location map.
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1 : And between the shot: points eight ninety and eight
2l ninety-five, is the location qf my velocity survey so I Il”
3| feel that I have excellent control over 1ocation, the Morrow

4 reflections and the Hunton reflections which‘I have marked

5 here as the top of the Morrow and the top of ‘the Hunton, and

"7 ,1ines that you see here are continuous reflections which

: .
6| these are the Jines,,horizontal lines, more or léss horizontal |
g are broken very abruptly at the fault and they have a

§ 9 correlatible'character to them‘which would ihdicate“tq=me,
‘-§s§§ 10 lookirg at the Morrow horizon now, that the location shown
: “ol8 : g Do - : S
; 5;,,, 11 here does drop down in a faulted manner at the 1ocatz.on
.§i§§§ 12| shown neie; namely, just 1mmed1ately to the nortnwesc or """
: iﬁ;’\ Lo Lo : Sl ':
3?5@5 13 shot~point eight seventy.‘. " R ‘*<‘ -
e 38 . : . o
S S8rg a - : ~
. Bio.L :
B Egzj“ 14 : Q . Did you make thi.. interpretation or was this
Qg ; ; :
”}a‘vg* 15° ihtérpfetatibn‘kﬁown to*YoquGﬁg»beforeﬁtﬁisfcaseﬁﬁas*ever
KRG ‘ | , : : e »
8 16 || filed?
7] & This fault was locatéd exactly -- yesj it Was

58i located exactly along the trace shown here before I was
19 I called to refresh my memory, so to speak, to check on: this
20 >interpretation in making exhiblts for this hearing.r_tt.

21y Q "And it was portrayed:on company maps?

22 ' A Yes, it was on thé- exploration department mapse

24f I was asked to check on the 1nterpretations, and I found

25 || nothing to change in it and I, therefore, made up these

23| and I was the geophysicist for the productlon department and ﬂ
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1 | exhibits to show the whereabouts of the fault.

2| 0 Do you have any commeénts with respect to these

3 exhibitg?

4 A Not this one. I havé one more to show, the exhibit |

5 || here of line five oh oh one.

6f 0 That is Exhibit Five that you are réfe&:ﬁix’fé to?

7 A'./ Ye's, this is Exhibit FJve, it's line ‘fiirjef'éh oh vbne',“’

8 | and thie line goes from northWest to southeast and crosses

9| the northeast corner of Section 16 and goes on throuqh our

a
8‘ &%
= 8 10 velocity survey, a llttle further east from Section 16. .
TR
;:E;gN 11 Inc1c:entally thls gection and the last sect:.on
*ségé‘ iz appear a J.J.ttJ.e Gifferently because unrortunate.ty tney “are
‘!):f\
gag
; ;Sg% 13 | both of "d:.fferent horizontal and Vertical scales. | i -I ‘would"
, g§§f 14 _hxve found it very difficult to try to -transpose them to
E§ 15 || the ‘same scale because this was purchased data and the
: ] 16 || records, the original Digital in one case, and An'a;ld‘é records

17| were incompatlble with Humble 8 processing equipment.

18 || saw nothing ‘wrong- with the processing that came wit"“‘*“__

‘19 orlglnal sections that we recelved and so I copied my
20 "lnterpretat;On and- th'e’r’e is a difterence in vertiiqalj;vand‘ -
21 | horizontal scales in the two sections. |
22 Back to Exhibit Five, this line: crosses the fault
23l at a better angle possibly to show it, but this i ébfgnteréd
2 | somewhat by the fact that this is an older vintage line and

25| it is not quite as good quality data as the first exhibit that|
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-t

I showed you, Number Four. So that accounts for the gap
2| in the reflection continuity which you see where I have

3| shown the fault. The reflection there is a zone, in other

4} words, on either side of the fault here without data. However
5| I can see what I think- is the correlation whi‘ch .agaiof ‘throws

6| #his Morrow down to’th:e west across this zone and I ‘offer

7l tnis exhibit: as corroborative evidence of the existence of

8|l the fault which is shown on Exhibit Three. 4

9 o In your opinion, your interpretation of the

>
g
3 -]
E g 10 " geophysical work that was available to you, defin‘:lﬁ:]ly‘; shows
. @§§ - o ¢ - . = e .
;,ﬁ.%;u 111 a fault as portrayed on Exhibit Three?
£ 258 o AR ;
éggé i A Yes, sir. '
@28 ey ; TR i
_:-Es% 13- e Do you have anything further with respect to these
- "@-O7F g ER ) i
= OE : ; » o
: E;giﬁ 14" exhibits? . R __ SRS N &
. E - . L T e @ T P
- 'K I don't believe so.
® 3 ‘ ,, ; o
g 16 MR. FINKLE: ‘That's all. We would like to offer

17:4 into evidence Exhibit.s Three, Four and Five.

18 ~ MR. STAMET_S-% Any objection to the a&miss* ,n* of

18 | these exhibits?

20 7 MR. KELLAHIN: No objection.
21 MR. STAMETS: These will be admitted.'
2 MR. HINKLE: ‘We would like to renew our ‘6fjf;;e"r’ on

23 || Exhibits One and Two.

24 MR. KELLAHIN: No objection.

%5 MR. STAMETS: They will be admitted.
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1 ‘Are there any questions of the witness?
2 . MR. KELLAHIN: Yes.
3 MR. STAMETS: Mr. Kellahin.
. 4 |
6 CROSS EXAMINATION
6 BY MR, KELLAHIN:
7 l Q Mr. Baird, I trust you will be patient with me, I
i 8 really don't understand all of this.
: g 9 The Exhibit Number Four at the top you have an item
§ v% : ,10 » "datum elevations", what does that mean?
;%EE 1 B A Both of these sections were created by fining or
‘ggé—% lfu i vibrating or Mshaking the earth at the surface of the earth,
iggz’ 13l and there are many irregularities in the velocities near
,;.E §§§ - 14| the surface of the earth, so we try to sumise what those
..g o§~ f 15 variations are by certain methods at’ our disposal, and if
o é 16 || you will, we peel off that variable layer and- hang'"the rest
17 [| of the information from a certain datum elevation, from ;
isﬁ ’there dovm we hang it on that particular elevation, ana 5
19| in this, I think ‘the contract company that shot“t‘t_his-‘ and
20| processed this tried to be some four huixdr‘ed feet below
21| the surface. '
22 I 'iQ ' -There is a var'iatidn in each one of tn*e_s:e‘éhat
a3l po‘ints;é - | |
2 A It is a slant’ingfc:iajtmn, it probably roughly
25 | follows the topography. It is not a perferct plan’rev*.V ‘
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1 0 You have two continuous lines shown on there, do-

2 you know what those are? That is some formation, 1 rssume.

3 A That is a continuous Strawn reflection and I

all aidn't try to identify it.
5 Q It shows no faulting in the Strawn?

6 A As far as I know about the whereabouts of the

] .
P

ST
Ny

7|l Strawn, I think that it propa_bly is.
8 o You ‘have not ‘shown' it on this?

9 . A2 T have not, no.

o) - 0  Now, what is the next continuous formation?

1 A The only two reflections that I positively -

i

13 {Motrd‘w are ’\mdoubtédly in the Stawn.

; No. 122, Santa )¢, New Mexico 87501

825 Calle Mejia ,
; . -Phone (505) 9819212

14 a There again you don t show any faulting in f.hat

" General Court Repor ling Service

15| ‘zone?

Si‘tti’fmorrish mporhng service

16 ‘A, The one section just above the reflection that

7| I ha.ve 1abe1ed the Morrow is ‘possibly four hundred feet above
18 .!‘ers ":::‘."ichfi'ioald pu 1:711: in th_e Strawn.

1911 e Again ‘.I say, you don't show any faul¢ ing in that
2% ‘zone?

a2 A Well, I intended to show the reflection above the
22 It Morrow refleciion o be taulted &own one- c:ycle above, ‘that
23 ff j?j.s ‘-féulted down alsc. Then it is overlain by one tha.t seems
24 to have just a llt".l.e flex in it and probably isn' t broken.

725 0 Now, "this top of the Hunton, -is that a Devonian?

—‘i’-z‘l 1dent:1r1ed was this Morrow and mmton, the two abovu the H
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1 ‘ A I need a stratigrapher to tell me for sure. I
2|l get a lot of this information from our geoloygical people

‘3|l that I recognize as the Hunton.

4 Q I hadn't heard of it, that is why I wondered what
5| it is. | |

6 A In ny case T could have called it that err‘o‘neously.k
7 Q On the top of the‘g‘Morrow, is that a point picked

8| from the logs or is that related to the velocity?

g 9 A . This particular tbp »that IV have here is the nearest -

% oé ‘10 i reflection to the calculated depth, to the ’a_‘ccé:ﬁt’ed‘f

iiég 11 | structural Morrow Point that I ha\?e discussed l'ater‘ in some
"ggg% z past Commission woi‘k“%'ih:at ii9 been c.onef. I 'iip\ﬁ’- itanOthef
EE;% i3 | - way, our explorﬁationfpeq"ple picked what they calle@*fh‘é top

S e : . : - : o -
%Eiﬁ 14} of the ‘Morrow and ou'f Cédar Hills wgll at 3ubseg‘ severity-
.:bg 15| six oh one, and I believe that the p"*refe‘4;‘:"1&"_:edE Morrowtop ,15

’ % 16’ seventy-eight fOurtegn in that well. This is the se\fehty—

17| six oh one, but it still is the closest reflector to the

8] accepted Morrow structural point. LR R
19 QR Well, in x;éig‘ard to> your Exhibit Nufnbér‘ Fifré”,‘ what ‘

20l is the distance between the shot points?

21 A I would have to scale it off, but let"sf'seg; I

22 || can-tell you préﬁty close. It looks roughly ~1'fk‘é ‘three
23 ého’usand feet, ves, 'a;bout"thrée ‘thousand feet.
24 0. And your fault as indiciated on your Exhibit Number

25 | Five appears to fall approximately midway between three
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aixty?four and@ three fifty-eight?

A ~ Yes,

sir, if you would get some right-angle

estimates and project up from where it cuts the Morrow

horizon, I think that you would find it slightly east of

‘the mid-point between those two points.

0 But it is between them?

A Yes,

Q And>what is the throw of the fault Qs'ind}cated:

sir,

on this exhibit?

A By the very nature of the data and the qap on

AL

.either side of the fault plane, it's an estimato. but I

would project it and say somewhere arou“_

feet, a hundred and fifty to two hundred.

:Q: ' Actually in the distance of some thrae thﬂuaand
feet that could be accounted for by a steeply dipp,,g

formation, couldn’t-it?

L It could.

MR KELLAHIN H

ﬁR‘.“

an
MR.

MR.

STAMETS :
‘HINKLE:

STAMETS :

HINKLE:

“That's all ‘the q“@ﬂtiongF*’ s

Thavé.u Thank you, Mr. Balrd

two hundred

Any other questions of thls witness? ff}:

Nohe;

' He may be excused.

We havas one more witness.
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examihed'and testified as foliows:

'Exxohgtoﬁporation in Midlandf'bexas as their CQQEéf@iﬁion

HARLEY REAVIS

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

DIRECT EXAMINATION

HINKLE:

BY MR,

' ~ Stata your fiame and address and by whom you are

employed?

AL My name is Harley Reavis and Ifm_emP1°Y°d&5y

Engineer.

'fﬁ; . 'Are you a graauate petroleum engineer?

"g} Yes, sir, T graduated from Texas A & M ih]lﬁld.

@ ~Have you previously testified before the Commission?
} _ _

Yes, sir.

Q' Are your qualifications as a petroleum engineer

a matter of record?

3
) RE - -
ase wy @

-
-

Q' Have you made a study of this area thetﬂiéfanvblvad

fnithié”Chse?

sir.

ﬂ " Xes,

MR. HINKLE: -Are xis>qualif;cations acc- ‘16

MR, STAMETS: They are.

‘Qb (Mr.:Hinkle coptinuiﬁg ) Have you tried to determi

what the cost of the proposed well in the east half of 16
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| involved in this Case would be?
2 A fes, sir, I h’%hw;. The cost estimates made up by
3 || our drilling engiﬁeering grmfp, there in Midland we have
4 | a manager of drilling organizations who has several engineers
5 | under him and they prepared what we normally call an AFE in
6 'the oil business. “
7 Q.» A Refer to Exhibit Six, is that the AFE ref‘rred to:
8 A Yes, sir, the AFE is dated August Gth, 19 15 to |
g 9{ drill and complete a Burton Flat Com Number 11 to a proposed
-‘g ~~.,%: 10 | depth of eleven thousand seven hundred feet in- approtimately
;%2% 117 seventy-three days. The looation of this well: is :Ln Section
é 2"3'% 12|16, T 21 South, R 27 E}EE: 'Eddy Cotnty, New Mexico; |
-E» §§s§ 13 B+ | Ig this for a: dual completed well?
| 'ggffc: 14 " - ;L The cost estimate here shows a total for dtilling
. -g 0:: »1'5' and completion of seven ﬁundred and forty—four thouaand-,
§ 16 || thxee hundred dollars. . This cost is for a dual Morrow and ‘
17 || Strawn' Qell. Now, we have also made an estimate for: a single
19-llmmm s 22211 S EoT this part:fcuiar J.ocation, and t:h.:n:£ e‘(a‘t mate
19 || was some six hundred and thirty-—four thousand dollers.
20 o Do you think these estimates are in 1ine with the
21 || going prices being paid for dri 1ling of wells in this - area?
B g - ‘Yes;‘“‘si;;““ znlxs esifxiféiié' was . made ETQ monthand
23 || T would say it is about as good an estimate as you could
24 || have at this time.
“igs Q In your application you are asking for the }actual

.
4
" '
- |
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! || operating costs and the cost for supervision, well super-
2 || vision?
3 A Yes, sir.
4 (" Have you made an estimate on those? B " ,
5 A Yes,sir.- Our esi:imate on the drilling 3upc'r§rision ’
6|l of this well is twenty-two hundred and forty dollars per
7 _’month- per wel‘l.‘ This is beséd on using the combined £ixed
8 | rates and the current COPUS foim that is currently be’ing |
| g 9 | used in this aresa, end ‘in ou:;f‘ normal handling of th‘e“ :C’OPUS
-g ‘% 10 forin, this is charging the drilling _superintendhfﬂe{ that is
4 _igzﬁ 1 actualiy on the job and also for the production superintendent
St ‘ o
§3§ 7| that 'is on the job, their costs would be charged direstly, |
1 -: g;% 31l 18 the normal way of ﬁa‘fhdiiﬁtj that, We have e]{dd ettiuted
: §§§§ 14l that our production snpervisi‘one would be at a rate off:vc
ébg 15 thirtj-A'four‘ dollars’ per morith per well
§ 16 Q Are vou requesting that f.'x'xon be the-d’p‘éfa’tfor of
17 || the proposed unit? | |
18 A Yes, sir, we are asking that Exxon be the opetator
19 || and I would like to say something about these costs. ;
20 Incidentally, with the increased rate of inflaticn e’
21° have howadays, the normal dealing, I believe, the ‘récent |
27| order that was issued in ?:&he‘*~75’f‘"‘1‘§75"'ta%auesfserviee'-f;sr
23 »a pooling in this g_ eral area in Section 30, Township 21
24 || South, Ra.ige 27 East, they got this same type of escalation
25 | thing in their order, that F:] Order Number R-5052 Case
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Number 5476, where they were allowed to have an increase

according to escalation,

‘T think this is a normal deal in

all of this type of COPUS.

‘Q If this is approved you would like to have that

escalation clause?

A Yes,

@ I believe
vope;até??

| -A - Yes,

Q' Now, what

%dén t believe

MR.

“involved.
3 “M_R. ! -

‘an engineer.

MR,

we woiild have

Q- (Mr. Hinkle continuing.)

sir}‘I would.

‘you stated that Exxon would be the

sirx,

about thé_risk;faptor,_aréfﬁﬂhﬁ?ééuQStiggff

,aﬁylrisk;factor.

. KELLAHIN: I'm going to’cbject to the

iquestion, there has been no testimony as. tc any risk that

fnight be encountered in drilling this: particulax well.:

this witness is" qualified to testify.:
HINKLE: I think he can:testify as :o,the risk
gist and’ ha s not '
STAMETS: It would appear, Mr. Hiﬁkléi?ihit*
to have a litt;e testimony.;~ /

We would like to put

Mri Reynbids back on as to the risk being involvédi:but

would you 1ike to give a factor if this is substantiated :

by Mr.

Reynolds?,
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A Yes, sir. we are requesting a risk factor of one (
hundred percent be assigned at this location, based primarily

on what risk factors have been issued in this genéfal area

for wells drilled to the Morrow formation.

0 In your bpinion would the approval of this appli-
cation be in the 1nterests of conservation, preventton of
wacte and protect the correlative rights? -

VL Yes, I think So.

MR.'HINKLE- We would like to offer Exhibit Six.

MR.~smAmsfsg' Any ‘objection to_Exhibit~s_g?"

MR, KELLAHIN: No objection.

witness.
Mr. Kellahin. -

‘BY MR. KELLAHIN:
‘a dual completion, or at least your AFE covers the dual

‘completion?

strings of tubing?

MR. HiNKLE: That ig all of the. direct of this

MR. STAMﬁfgéiiAﬁﬁgéhestioné'cf the ﬁf%ﬁﬁ,f?f

- CROSS BxAw

F-c

NATION . - oot

Q Mr. Reavis}f’

-~ A Yes, sir.

a How would it be completed then, would 1t be two

MR, STAMETS: It wi11 be admitted o 'ﬁgﬁc‘ I
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“annulus, tubipg casing annulus type completion.

: casing tubing annulus?

‘going to the two-tubing string setnppinhtead‘bf~the“§£n§1e, e:.é;

with a cross-over to qét“the Strawn production Ghiéﬂfi

Page

A Yes, sir, I made several estimates, three estimates "
on that particular thing, Mr. Kellahin, and this cdmpletion'
would start out with a thirteen and three-eighths at about

three hundred feet and a nine and five-eighths at about

three thousand feet, it was seven inch to total depth and
two strings dfetwo and three~eighths inch tubing to total
depth. Now, with the single zone it will be fiVe and a half

to total depth with a two and seven-eighths inch tubinq. Now;

we also made an estimate of.what it would be by'having a casinf

Q What would that be?

A . That cost amn'z‘i&“si‘:’i hundred and .sixty-seven
thousand dollars.

0 Do you object to'a dual completion using a tubing

A I don't object to it because I have seen many of
them done. I understand -- ;‘heard some testimdnY'teday

whare they had some - blems which is invoived

with the Strawn. I think thet is the reason our éédble are

R | I
#

nnderst-nd has a higher liqui& ‘content and sometimes the‘
Commission even frowns on that.
I'm not trying to say what they approve ‘or ‘don't

approve, but our recommendation is two strings of tubing for
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V1l this well.
2 MR. KELLAHIN: Thank you. =
3 o MR.'STAMETS:' Any further questions?.
o MR. KELLAHIN: That's all I have. 3
5 MR, STAMETS: The witness may be excuzed.’ .
6 . MR. HINKLE: I would 1iie»to call ME. Re&nolds fc; ;‘§
7| one more question. ‘ E!
8 3 . NORMAN K. REYNOLDS
g 9 ' (Recslled as a witness.)
R o T :
f% 8 10 -
B 5 X
2 4% | o
g M . REDIRECT EXAMINATION
@sg,pf_g“ ERNIDEETEY | I P T e i . ; IR
,».'}g'.i;g 121 gy MR, HINKLE-
E?%gg‘ 5 ' ] Nt
_ﬂég'ﬁ: 13 o Mr. Reynolds, you heard 5l:he test:unony of Mr.,ReaviB i
| o c
B ESE ; :
v a 14l here in: regard to the risk factor and he proposed a: hundred
= & fpercents In your opinion ig there any risk’ 1nVOlved_f*‘i'£1
- (&)
9 | v
& 16 drilllng the proposed well in: the east half of’ Sectzon 167

ALd B A Well, there is always rlsk in drilling any of

18 5Ehe367wells. I thlnk in thlS partleular case by drilling

19 the location in the east half as Exxon proposed that
20§ 5 hundred percdent factor is apprepriaﬁe. |

21| - »Q . You think the risk is less drilling in the ‘east

22 ‘half than- the west half or gettlng over in the west half,

2 conslderably?
24 A‘Z Yas, sir.

25 Q ~ Is it risky with any Moréow well, haé‘éﬁég;beén
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‘your experience?

A Yes,

sir, anytime y)u drill for the Morrow there

is a certain degree of risk involved.

MR. HINKLE:

‘That's all I have.

MR, STAMETS:

" .Any questions of  the witness?

FURTHER CROSS EXAMINATION

RELLAHIN:

‘BVY MR,

Qi Mr. Reynolds, what is the risk you are talking
about, the risk of getting a we11°
A Well, there are a numberJof'rieks that eré,

.iiﬂﬁoi#éd; there

the well, there

1s the risk of the

is the risk Of the

you encounter and also &he”rfek-as

structural position of:

thickness of sahd that

to‘the,qualigyjﬁg,yoxOBieyg i

|

|

?eéﬁd&ﬁot‘only”the pofgéiﬁy}%bﬁ%'the 9erméébiiityfiﬁﬁé”§ou

enoounter within the sands. are tﬁe type of risks

These

that we are talkingHAboﬁt..

p ==

‘.'QT{ “Inother woras you are talklng about the:

of getting a good producer and not getting a- good one?

B Yes, sir.-‘

MR. That s allrT haVe.

RELLAHIN:

: Anytnlng further’ of “this witness?

vThat S'all we have~in onr‘case;

'You may be excused. -




1 . E. E. TAYLOR
2 || calléd as a witness, having been first duly sworn, was

3| examined and testified as follows;

s  DIRECT EXAMINATION

6| BY My. Kellahin:

N Q.  Would you state your name, please?
R ’;A: E. E. Taylor. -
3 9 | QV . By whom are you emp’loYed, Mr. T&Ylfor?
»"-% g 10 :B. ; Cities Service 011 Company, Midland 'rexa,:“
i§§§ 1 HQ It What is your position with Cities Serv:l.ce?fk
ggé% 12 TI'm Southwest Region Exploitation Man .
Eg:% 13 - 1In connection with': your work with Ci ice -
Eéfé : 18- d_(’_‘;e?s‘ _th _area involved in this Vapplication in l
i‘; Qg 15 § a come under youf b.;risdiction.‘ s
m 3 e
a8 B A Yes, sir. | :
17 Q. ‘ Have you ever testified before the 011 rvation

| I Py It e AL 2 S SR o
g | Commisslion dnd Nade your q Tications a matte

19 AR~ Yes, sir.
20 . @°.  Are you an’ engineer"
21 || R h- I'ma geologist.'

23 ‘ A Yes, sir.

LA

24: o MR. KELLAHIN: Are the w.itness,-'ié qualifica ions

25'| acceptable?
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1 . -"MR, STAMETS: They are.
2 0 (Mr. Kellahin continuing.) Mr. Taylor are you
3| familiar with the applications presently before the 0il

4 || Conservation Commigsion?

5 A Yes, sir, |
6 0 Briefly what does :(:%i;ties sérvice‘propose in its
-7 application?  5 ‘ | | o
8 Q. ‘We propose to drill a well located six sixty from‘
g 9 the north line and nineteen eighty from the east 1ine of
: .g Z 10 I Section 16, 21, 27 East and the prora,tion unit vill be in
M igég 1,-‘?"" the proposed north half of Section 16.‘ I r | |
§§§§ BTy O. "Will it be an orthodo{ 1ocatiou for the roration?-
Egig 13 :\mit, conaisting of the north half of Section 16?
ﬁéég 14 o a. . Yes, sir. _ .
é Qg 18 Q. g 'ﬁow,‘ referring to what has been marked ‘as’
’ § 16 cities Service Exhibit Number One would you discuas that
17 e:;hib_it, ‘please? ‘ | -
ey é oM Yas, sin, Uals isfa*ﬁapzjaﬁ?;guctafe*§§5,1§;agﬁj"
19 _oe too- of the Mcrrow B zone with a fi%ty foot contour |
20 ;interval, and the B zone is a correlation point which is
21 -actually on top of the Morrow clastics as we correl_ite thcm.
- B TS 4*:‘.:-;:‘. :.1;.,“.,..“. legend is a ilttl'é' skimpy, ‘it dcesn’ t explain

23 || the calculated open flow nomenclature:‘, for insta"'x}‘c’e”,”in

24 | stands for Moxrow, S is Strawn and W is Wolfcamp.

5 = @  Before we get into that would you discuss “the
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1| the varicus zones found in the Morrow in this area?

2 A - vWe break or correlate the Morrow, or break it

3| down into two primary zones. We call the upper zone ox

4 upper Morrow sands the B zone and the lower sand:s we call the
5| A zone. And the B zoné~-- well, it's my intérpzfétatipn

6| that the depositional environment of the B zo’he.sands ds

71 that they ‘are off-shore bars primarily and that the A zone,

8 Tthe lower sands are deltic in depositional environmant or

3 9" channel fills within a delta, ‘and they are much mo»re»,
% % 10 complicated. than the upéer sands to interpret.
;gg ' n Q Now, on what basis have you established thesg
<Sifs Tz fcontours, Mr. Taylor, what infonuation have YOu"ut.ilizedwMW' L
E 13 to prepare this?- :
:_"g A 1wy A We just used- electric logs on all of the subject
':§ | 15 ﬂ'f\-iells and picked a correlation point. |
B g 15 | Q - And that is t_:he Morrow clastic to which you refer?
17 -TA" The Mofrow cidStic.
S§ 0 is thAt ‘a generaily accepted marker fn Ria

19 area?

20 0.~ [} I thi‘hk S0, The ‘true top of the Morrow is in

21 jcarbonates and we use these ‘same tops as Exxon ment.‘lcmed

T2 "é?a’i’ifé‘f". We nad a member on the committee to detemine ‘the
23| top of ‘£he Morrow that the Cormission would use.
24 0 So ba51ca11y“-you a_’re utilizing the same information

2% | in that regard as Exxon has used?
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1 A Yes, sir. |
N 2 ' Q° Now, Cities Service completed the State CP well
- ” 3| Number ‘1, did it not?
4 A, | Yaos, sir.
- 5 Q What zone is it completed in?
e »’ 6 A This is out of the B zone, the B zone sands.
7 e j:'wculd you discuss 'the characteristics'_‘of that wall?
a s| A Well, the calc_u_lat’ed’ cpen flow is there ”before you,
... g coll ie ‘was' thirteen point six m'il;lion, a’hd our log '.‘imql_ is
" % é ‘10 shows that we have twenty—cne feet of net pay in
*: §J§E§ 1 perfor'.ated interval of this well. The porosity is fourteen
m Eéég ’12 wi:’?‘l‘ﬁt‘ thr‘ee perceﬁt. The well has been producing' for eiqht
SE N E%‘g’{% 13 ﬂ mom:hs &nd it has an accumulative production of sliéhtly
e 8
:: | E%ié 14 over ‘one billion cubic feet of gas and about thirtenn. h\mdrod
Lo E og 15 thirty-—two barrels -of oil, and the July rate, 'wh chr _s the
§ 16l last r‘ateth‘at I have showed produ‘ctidn at five‘pfoiht‘ nine
{: : ” » 17 million per. day, gas, plus six barrels of oil per day.
n L 184 Q. Did’ 1t make any water? |
” 19 A ; Not that I'm aware of, if 1t does it is negligible.A
20 R B SE “‘.'Zhut is the cutv"‘f geint in figuring mt pay?
:“:;if_:‘ 11 A~ We use: about six percent on the Morrow sanda.
“’* % 0 Now, has Cities Service relied on infomation
~: 23 obtalned from the CP State Number 1 in arriving at :I.ts
.». 24| decision to drill in the north half of Section 167 -
. ' 25 A Yes, since our interpretation of the enviroment
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completed from the A sands, &nd I think it is gquite likely

I think they have a fair chance of that. Htme%r, tha -
deli‘verab.tlit;y has not been pf’r'oven on the BassLg vi"e'll-’}‘ I

‘good 80 far. It has got about five milliona day, according

'two millio-x a day and- about fifty barrels of oil pot day

" Range. This Strawn well of ours, it calculated for eleven
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of this sand is that it is an off-shore bar, we feel that
the most likely place to find a similar well would be on
strike, on depositional strike, that is why we proposed

the location of our well where it will be on strike.

Q " Would you compare this location with the proposed

location of Exxon?

A - Well, Exxon's well, I mean the well fiia’.ut thay are

going to offset, the Bass, Number 1 State Bass thirteen

hundred and twenty feet east of their proposed 1ocatibx;, is

they will have a similar weliAas far as the Morrow ia_cohm

und.rstand it just started production and sounda falrly )

to the intomation we turned up from talking with Bass,

from the Morrow and the Strawn ‘has started out at about

which sou_r;ds all right. It still doesn't mean anything
be‘»ca'use‘ we havé had one Morrow. the Tracy A-1, ;.I' nean it
is a Séi‘awxi—i&brrow dual, it is about two and a halfni.les
south of f:{:he area we are ldoléixig'at and it‘s’ béeh' ﬁe‘"ﬁtioned

earlier and it is in Section 33 in this same Township and

point two million and it has only produced one Ahund:_ed and
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eighty-seven million from the Strawn and ;I.t's ‘dead. 'A
o  Over what period of time was this? |
A~ Three months and the first mbntix's production was
an average higher rate than the Bass well started out. I ﬂ
guess what I'm getting around to saying is, the AStrawn is
highly unpredictable, whether it is how much it is going

to produce, it is very unpredictable as to whether you can
find it sometimes even in a feirly close off-set to it, a“
known Strawn producer. 7

Q. Are there very many Strewn wells in thislt‘ee?

;._ - On whet I heve referred to as. the Morrow trend,

~and thie extends from . sonth of the City of Carlbbad t:b

We. operete twenty :",r‘

wells md we have only been eble to come up with tbm

Stra\m producers, a.nd only one of them is any qood

Q . Did the othcr two ghow the repid decline as you

A Yes, sir.

Q@ ' Would you anticipate that you wou].d find"the same

thing in this area at,’ say, Exxon -] proposed location?

A I would thvinl.:, so. fWell, for insﬁtance,,fthe.-j_s_trewn
oorOSity in the Bass well, from our 1c‘gf anelysis,shows ‘to
be twenty-four feet of pay in the Strawn in the Bass well, "

and an average porosity ~of »five poi—nt one.: Qur” 'rracy, it

had twenty~-two feet of pay and our avevage porosity was five |




fe,New Mexico 87501

‘ing Service

{
t
3

‘sid morrish reporting service

~Qengral Court Repor:

825 Calle Mejia, No. 122, Sante |

."- Phone (505)98:-9212

" 18

'1sﬂ'

10

-
Ny
!

3

16

17

19"
21
23

24

25

Page_.

point zero. That's very similar. We had a slightly smaller
calculated open flow, Sut it would just be hard to predict ”
that thoy would have an excellent Strawn weli, bocause
there are probably only two in the whole area that are
oxcellent; , | ’ S

Q | Now, you heard Mr; ﬁeynblds testimony oarlior

to the effoct that porosities seem ‘to deoline fron tho

Mobile wall down to the Cities Service State cP well and

from the Bass well to the Cities Service well. Both of thoooo

vells hava higher porosity than the Cities Servioe‘util, do

you attach any significance to that?

-left out. The main thing I -emember about it,’ they were

riiii?éf”The averuge porosit?’in-our’State CP inithSEQOrtov; B

is botter than the average ‘porosity in the ‘Bass’ ﬂel ;izﬁs'é “f
avorage porosity is nine point two. -
@  And what is the average porosity in the Mobile

woll. do you recall?

A Unfortunately T don t. It iéiéﬁé“th£€£r7h§§e |

thin sands and they perforated fairly ‘well the couplete
Morrow_aection of aboutvovery sand I can thinkfof;tbgtvtherj‘?
could £ind to put a hole in, T believe. That well, sctually, |
is not a very good weli; iI'don't‘knowlthe agesofiif?AI

don't know the age of the production, but. I think ---well, L

I don't know. But the rate is two point three million a day
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ahd it has made seven hundred and thirty-four million so

far, The rate is not half of what the deliverability cf

our CP is right now after producing over a billion cubic

-feét or gas.

‘Q;‘ " You heard the testimony in: regard to the possible
existence of a fault running along the approximate center
of.Section 16, did you not? A

A;q;:Yes, sir. ?

Q@ ° Do you agree with that?

A No, sir, I don't. I don't see that thei

tation is much different than ours. I mean, both:of@hs say

_that the west ‘half of Secfion 16 is going to be lou g,'

“structurally as compared to the east half, but I doh'

. know, posaibly there is a deep seated Devonian or e,;_

7fau1t in here and this is géme sort of a draping of the

upper beds of tha Morrow, but it hasn t in certain aroas -

*well, right in this area it doesn t prove that you ctn t

west half;of 16.

For instance, the cities Service 2-Y° Elizando A

inlﬁhe'SOuthweSthuarter of Section 21. I would expect a

well in the west half of 16 to be as low as that

yet the well in five months has produced four hundreda.nd

twelve million cubic feet of gas and its July rate was -

three million a day, which is fairiy decent.
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The porosity in this lower well, we have twenty-

gix feet of pay and the aVerage porosity was nine nine which

~is not bad. . o

+ions on the east

2]

Q Now,'the difference in elev

- side andithe west side which Exxon attributes to the fault,

would that be possible that is due simply to the steeply

i dippin§ formations?

A, Yes, sir.

e ”Iﬁ,your opinioh,'iéféﬁ;£";ﬁ;£“has‘happéhbd he£§é«

N > N “

@  So if you drilled a well in the .east half of

‘west half Of the unit?

A I would think it would.

Q" You don't sée any barrier in there that would =

pravent it from’draining?

A No. .

T . R D S . ENEETE SR
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‘ment of Section 16, thatkiSithe fuill dévélopmeﬁt?bfiiﬁé':'

section?

A°  We had tentative plans at the time we proposed
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the proration unit would be in the north half. We had
in mind drilling a well, if this first well comes in all

right, on strike with it, down nineteen eighty from the
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! séuth and east line of Section 16, the second well.

2 ‘o And then that would fully develop the section?
- 3 ~ Yes, ‘it would, and, We would have approximately
41 equal interest in each wellt |
sl Q- Was Exhibit Numbe; One prepared by you or: under
6 ydur supervision?

7H A Yes, sir._,

8 " ‘ o MR. KELLAHIN- At tbis girx;}e .Ifwwould: like to offer

&
i
{
|
{
i
{
|

825 Calle Mejia, No..122, Santa-Fe, New Mexico 87501

NE Exhibit Number One. 0 |
10 L MR, 'STAMETS: - Anyobjection? The exhibit will

" | be agmitted.

SN PRI L PR

13 " MR, smm'rss- Anquuestions of this wimﬁ?

rish reporting service

sid:mor;

eneral Court.Reporiing Service "
~Phone (505).98 27'92,;‘1‘,2

14

15 -just about five mifutes here soz *’I can talk to the' gsologist

16| before we start the cross ex&minat‘i‘o‘n.

7 MR. STAMETS: This might be 2 good time to'émg

s iz, AR BEkR a ‘five=minute break.
19 R (THEREUPO‘ni, a short recﬁ-ss w as taken. )
?° > | DR AT iMR. STAMBTS-' The Hearing will come - to onhr,

21 || please? -

oy

et M cesefos - pvg there any qﬂest_ ns of the witness? S

E=R I MR. HINKLE: Yes, I have a few.

24

25
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CROSS EXAMINATION

BY MR. HINKLE:

Zone

o 2

3 Q  Mr. Taylor, referring to your Exhibit Nuriber One,

4| the way I interpret that you show a syncline over inthe

6|l west half of Section 16, is that correct? |

K A Yes, sir. | | e

7 e In your opinion, if you drilled a well ‘a’é &‘oui

8‘ Vproposed location, would the entire north half of SQction

] g 9l 16 be considered as productive in the Morrow formations?

"g g 10 A._AE Yes, sir. ' _ | }v ;
‘i EE 1 Q Even in the fact that the northwest qua:ttt ia
"g‘ggé 12 t?.1.1'1 the lyncline? i -‘ | “ |
'A %ggg 13 " &-  Yes, sir. - S ;
‘ggf_f 14 Q } . What about the south half of Section. ‘16 ﬁ it
:gcg 15 | productive, in your opinion, all *productive in. 'Atho rrov?
: é 16 A Yes, sir.

17, | Q. : ‘Does your answer apply to what you hava xbfertod

8.4 to as both the A and the B zones of the Morrow as o

19 ’prod\;ct:eive in the west half?.

20° o A. I couldn't say that positively, no.

21 Q Well, is it your opinion that in the Iowar

22 it might not be productive? f-’ :

23 A It's possible. |

24 0 ~ Now, are the lower zones in your C80 Nmnbgr 1

25 | in Section 9 and your Ccso in Section 21 productive? .

a
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_,CL-. h.- Excuse me, I was daYdre&ming about my last

2|l answer, I didn't comprehend.

- 3 Q What 1is it you‘ want?

4 AL Would you restate the question?
5 0 Are the lower zones in your CSO Nunber 1 in
- 6 Sectioh“‘é and the €SO in Sedtion 21 proéuctive in the lower

7 || zone?

.“ 3‘ A | You said the‘ cso, ycu mean the State CP 1? .

_ | ~9o | Q‘.l Well, you ve got 1t marked CSO, I just roforred
" .g 10 ” ‘to the wav you've got it hez;e. State cPpl, I su.

a 11| and the 1 Government AD in 21. =

o

sid morrish jiép()t ting serv

Tz 4 The A and the B ‘are both productive 13 thﬁ m_ i

porling Service .
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|

'3_'_” 0 In both of those wblls’ =
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825 Calls M

5] g And that is this ons here, both zones are productive

: 16 | thexe?
R A e
3 1/" A Yes, sir.

sl @ There is no ‘viatér";bé:iﬁg*proah’_ce'd in the 1mr

RS

19l zone?

i

. ‘2| . A T think we had about twenty barrels of m:, I

S [ o1 with the calculated open flow. I'm not even sure vhcther

22 it is’ fomation or 'load .wa‘ter.

-  2_3' , 0 what did the orginal perforations in t.helonr zone

ey 24 || test? | : T

25 A Water.

SR T e
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L 0. And ‘isn't it a fact that you ‘plugged the well back
2| then and produced from the upper zone?
3 A But a little bit of the upper part of the lower
4 1 zone, in other words, a small portion of the A zone. I
6 | couldn't say how much of it without the log ‘in front of me,
- 6 Il but part of it is“productive. I would say primarily it is
o 7| the B zone, though. o ; ﬁ:” o
*,i 8 @ I believe you testified that the Bass well in the
po g 9l west half of Section 15 was producing from the 1ow_e:j_~A sand
s g 10} zone, is that right?
- @3 : *
P-4 A Yes, sir
RE g?ﬁg ; - .1e8, sir. e
L S0 et '
P §-§§§ 12 Q¢ Now, isn't it a fact that the electr:lca! log -hmm
Lo _Eégg 3% a good porosity fn the B, but it was not perforatad?
i |-~ e
i s oS .
Fd Egﬁ"' 14 A The B zone'in the Bass well has, if I raca11,~
g ES® o
L “z -
el R 15 fairly decent porosity in one sand which may be%;pro&uctive,
£ ® G ; :
M EE ) !
8 .16 | I d6n't know whether they intend to --
, -7 0  But it was not perforzted?
:.thg» : 18 A No.
: 19 - Q..} . Now, let s draw an maginary 11ne up through the
e | :
o © 20| center of Section 16 in this whole Exhibit One, which:
2 'segregates, you might say, “the west hait of *s’;:tffibh*%"‘%
S 22| a11 west of that, and all of ‘the east half of Soction 16
e ok
5 "2 and all east of that. Now, I believe vou. testified that
Ly 24§l there are only a couple of wells that were productive in
e %5 | ¢he Strawn, is that correct?
{

i
|
i
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;;Q No,. sir. B
] 'Q‘  lAnd what about your 2 Elizando in 217
| AL No, sir. -’ 4 | s
B ] i Tberé is no Strawnior0dnction there? in:;;;f
t?Ll% No, sir.: | | 5

in“ﬁhé_ncrthwesﬁ nuArt;f. is there Strawn production*there?

- and Coquina in Section 10 are productive in‘both”thgfpbrroﬁ

Page 66

A A couple of wealls?
0 You said there were énly two wells of any consequen

or something to that effect.

MR. KSLLAHIN: If the Examiner please, I think
the testimony was that cities'Seivioe.had three wali&y two
of which were fairly good and one of which isn't any*good‘
ndw, if my recollection is correct. You are taikinognbouo
Cities Service wells? 7 | 1 :

MR. STAMETS: Is that what is meant?

MR. HINKLE: Féll,'I won't make a pofﬁéfoifihaﬁ}

I'1l withdraw that question.

oyl B o i R S

‘g‘ﬂ (Mr. Hinkle continuing ) Now, refer toiyuurWState

CP in 9, there is no Strawn production in that?

@ And what about the 1 Government AD

A .. No Strawn production.

[ Now, let's go east of that imaginary line, and,

believe your plat indicates that both of the wells, Gulf ‘

and the Strawn, is that ridht?
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1 A The Gulf and the Coquina, both of them was

2 | productive in the Morrow and Strawn, but one of them is dead.
3 - Q You do have them marked on your plat as Morrow and

4 Strawn?

5 L: Yes, 8ir, completions.
6 0. And on Section 11, the Monsanto and the Coquina, |
7| you have both of those marked Strawn, do you not? | é
: sl A Yes, sir. é
B 9 0 And in Section 15 in the Bass well you haveé Morrow -
8 . - , : e 3
R, o - :
's‘E’_%s 10{ and Strawn? - g
E g % H . . L ‘
i'-.1°°:’. 11‘ A Yes, sir. _ : 3 g
"fé 2§ . Q@ Now, isn't it a fact that the Yates and ‘the well - { 3

i in Eﬁe‘-‘hprﬁnea"a'e quarter are in the process of testing at

7 N0 122 SantaT'e, New Mexi

‘Phone (G 05) 982921 2

L .» the: present time in: the Strawn formation?

. .General Court Re

- 825 Calle'Mejls,

i 15 : "; * ’A. You are saying on ‘the Yates 2 Cedar Hills? |

sid morriéh repor

16 o Yes.
17 A I wasn't aware of it, if you say they are I will
18 agree with you.

ol L Q@ How do you account for the fact that that hnaginary

20 line is about the oosition ‘of the. fault which we haveé
:ﬁ' p’ortray’ed an’d on »the down’ ‘throw side you do no’t*hav«ai':‘an};
’2'2 ”Strawn production and ‘on the up throw side you do have
23 Strawn production? | ’

‘2"4‘ : A I think that really has nothing to do with it,

% | it is purely a coincidence.
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0 Is that just a coiﬁcidence?

A I would say so, because for one thing -- no, I'm
not going to get into the discussion of &oqr-fault. Well, I p
§111 a little bit. I think I recall that‘Mr. Baird said the

Strawntia not cut by that fault and it ié‘& matteerf, 11ke-f,

Ja lot of productior, the porosity and the development 4in the

R

r Strawn 13 one of the most unpredictable formations to determ

where the porosity is going €o pop in and out of 1t._,

'Q;_ pid Cities Service have any information ‘or access
J t6 the’ seismio work that was shown on - our Bxhibit Nulbar Ona?

A Prior to --

““*”‘“@f“"“fE‘S”Exhibit“Nuﬁber Thres.

Lfv We may belong to a group shoot ! tbat shot ano of

’Q? L You did participate in those lines?

A%, Ve did participate in some New Mexico group shoots,
ohe or'two of them.
'TQE S0 you may have had access tokéhem?_i:ff'“*‘
"Lé: We may have'had?ecbees to the fnformatiothYes./’"

»Q»é, Now, I believe that you - testified as to the
accumlative production in the. Mobile well Number 1" ?ederal
l QQ in Section 8?

A‘?. Yes, sir.

Q 1 And it was seven hundred and thirty-five MCF as

of June ‘the Flrst, 19757
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A Poseibly it might have heen May, I don't think I

2§ said. On Citiles Service's wells we had accunmulative up to

3| July, but these other wells that T speke of I think it was

4 || through May. ‘ , | | _
5| ~ MR, KELLAHIN: It was seven hundred:arfid t:hi":‘l:y:;-five~

6 || 1illion MCF. | -

7 | R MR HINKLE: I thouqht he said million. "S'e‘ven

8 hundred and thirty—five million he said.

8 9h e Now, what was tha

e . g; . e oL K R . ‘ . Pt o :_‘.:; Calg e
-E g 10| as you have testified as to 'the Mobile' andthéi
g Y

: :';P'ié" | of your well in 9, the southeast quarter of 972

- Al

'g : 12 ‘ A T think T remember saying that I didn't kmiv fo:
28 ,

13 | gure how lohg the QQ had been producing, but I fwr at

14 the tine ‘we were getting rea.dy to driu the State CP the

" Phone'(505) 982

e

el General- Court Report

sid;siiorrish re
825 Calle Mejis, No. 122, Santa F

15 k‘QQ was ‘not produr-ing at that time. T guess the -

16 your\»question is I don't know the --

17 @ Just repeat what' your testimony WaSAWLtHE;§§arﬂﬁ

19 ‘. A. : About aecmulétive “p‘roductioh and time?

20 BRS¢  Yes. | _ , | ,

é1 i’ ‘A T said fhat*ié h&dian acéuﬁuiative~p:eaﬁdflbn'éf

22 slightly over eight billion in eight months.ir | .
4;; | 0 To what date is that? |

24 o A It is through July because I gave - the July rate

25 as being five point nine million per day, average.
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A, If you know that 'thé Mobile well has been producing
six months, I guess so.

Qf Now, T believe that you stated that if jou split
Section 16 into ‘& north and south unit that the interest of -
Exxon ahd Cities Service would be about equal?

A;< No, I don t think I said that.

A In the north half, twenty-five percent,f;
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: o So you are figuring two and a half months longer
on the production on yours than tho Mobile, 1s that right?

northhalf'> ]

oz

e And what about the interest of Exxon in the aouth

A Omehalfo o Lo

@ 1fyou take the south half?
A The south half, b miscounted one forty, three—eighth . e
Q;Z Thlrty-seven and a’ half percent. What would Citios

service's interest be in the north half?

é ‘Yes, the north half

g venty-five percent._ze;

: And what would thelr interest be in the south half?

Sixty—two and a half percent.

I R

‘A7i In the north half, 'if ‘the proration unit was the ‘
Now, you are proposing that both wells be - in the u
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11 east half of Seoti_cm 167
2 A Yes, at this point. |

- 3 0. And at this point Cities Service and Exxon both

- 6 ‘A Yes,' sir.
7 II 0 If you split this in the north half and the Sputp

8 | half, Cities Service ends up with sixty-eight perceht_~ and

d-with Exxon's twenty-=£five percent -l ..

s, i i

~percent "compar

I
|
«
[+1]
(oS
o
(3 4
v
{
y
g
C

10| and three-eighths? Isn't that right, so dcesn't that give

11| Cities Service an undue advantage?

12 “TA An undue advantage, I don't think so. .I.wasn't -

z

ey

FiS T

13| trying to do that anyway, becduse I feel that thiese two —-

14 well, the first well location we are talking about is going ‘

.o General Court Reporting Service |
825 Calle Mejia, No. 122, Santa Fp, New Mexico 87501
V- Phone (505) 98249212 '

15 || to be a very good well and the second one, hopefully, and

: sidi;‘l'vnor:?ish ‘répdﬂing service

I

16| Lf you take it ’a,s’a whole you can't have any 'mdf;e-f'iix’g;é‘rest
17 than you have got in the whole section rega{"rdléfys‘é; 6_f-_'i5$ih‘ere
e 18 -'the.”ﬁéifl's are. I TN o S

- : w0 19 @ Your testimony is to the effect -:ﬁiiét;: mostiif n‘o:t
20| §11 of the west half of Section 16 could be' productive, is
-. 21 || that riéht, ‘i’n :’the Mor’i’oﬁ?’ v | |
z‘é A Yes, sir.

"53| @ rossibly in the upper formation?
SRS | 24 A Possibiy.» It is real hard to, you re‘a"liy"g:et out

2% || on a 1imb saying what the Morrow is géing'té do.




Page 72
t 0 You are also seeking the advantage of moving that
2} east go that you get production in both the A and the B
3| zones, is that right? When you do not have any production
411 4n the A zone, According to your testimony, in the west half?
5 A D»id I say that there would bg no produétign‘ out fo
6/ the A zone in the west half of Section 16? |
:7 o You said possibly, I think,
'8 A I think there would hs some, but I don't know |
§ 9| how much. |
@ © s 1 B ,
E “.g ?0 0 All factors considered, isn't it a fact that it
| aégg "N would be desirable to drill as high structuran.y.as.;possiblo?‘ - 4
g%%% —?2_ A In a 1o—g~<;_f_<;a;és:1 would think 80, but in t.he
v ;Eg% ‘3 Morrow I wouldn't agree, I think as far as- I'm <3oxxc:el!,«;x¢d,“I;T
g%f‘ﬁ 14 feel ‘that the well, like our CP, if ‘we can get a weS.I like
-G S
; -gg | ?5’“'7 that that both of us would ‘have a better producerﬁ i"'.ﬂi.;: |
é' 16 0 In most instances you get water in the lower zone
17 1f you ‘are sf-ructurally low, do you not? | » |
1?85 “A I would say there is a likelihood that atructural" 7
159A poS'itio‘n might have some lnfluence on water productipz;;»onl
.ZiO. the A zone. |
21 ' MR. HINKLE: I believe that's all I have.
2 |
2 CROSS EXAMINATION
» 24 BY ‘MR, STAMETS:
25 0. What is 'thé atrike of thé B zone sands, Mr. '.l‘,a;flor?'
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A Sort of north-northéast in this local area, I
think in general the trond is sort of northeast-southwest.

0. Is there any reason you would not wiso to dedicate
the west half and drill a well on, say, the B zone strike
somewhoreﬁin tho southwest duarter?

A No. »

' gi ‘ What zone or zones is the Elizando ‘Number 2~Y
producing from? :

A The A;and B.

Q- ThosethO weifs. ﬁhe Elizando and the Stﬁté”CP»

Number l are a pretty good indication that both of thpse zone. B

‘are produc 1Ve, 1n that structural posltion at‘least?

) &] Yes, slrg

oo pok op

" Five months. L
What is the current rate of production? = .
Three million a'ddy was July's production average.

@ I wish you would just kind ¢f stmmarize, just

21|

22

23

24

25

REH

b’r’iefiy’,' for me fiéia& Cities Servicé prefers a north half
dedicatlon to a west half dedication ln thls area?
A The prlmary reason would be that I think we can

get a well comparable to the State CP 1 by drilling on

"Howfléng hasothé“ﬁliz&ndd“Well‘beén:ohtthﬁfiéné?r ,

strixe and reasonably close to the State CP 1, on depositional

strike and I think that is our best shot for the best well

in this section, the best producer.
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i Q In the proximity of a standard 1(:%";:,51-,1011 for a
9 north<half spacing is a desirable feature?
3 & - Mes, sir.
4v ‘ MR, STAMETS: Are there anv other questions of this
5 witnéss? h
5 o MR. HINKLE: Just one other quesi:ion'{ :
7 ‘Has Mr. Huber, or whoever owns that acreage in the
é southéast oF the northwest of 16, agreed to join with Cities
o| servide in the north unit? :
i MR, »rAﬁOR;: No, sir. |
1 MR. HINKLE: Has he éxp:essed any reaéén‘wﬁy they _>§L;
~Gomot WisK €6 Sofav T T i
i3 LR MR. TAYLOR- *&eé*,"ﬁis well costs. Théy ai.&n't know
14 who they had been mistreated most by, Exxon or cit!.as Servia ’

HINKLE' That's' all.

STAMETS: Any further questions of ‘this’

witness? He may be excused.

E. MO’I‘TB R

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

examined and testified as follows-

'BY MR.
Qa

A

DIRECT EXAMINATION

 KELLAHTN:

Would you state your hame, Please? .

F. Motter, M-~o-t-t-e-r,
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13

14

16

17
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20
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23

24.

25
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¢ By whom are you emploved and in what position,

Mr. Motter?

A Citi@s Service 0i). Company, Souﬁhweet Region,
Midland, Texas‘and I'm éhgineering ranager,

Q Are y%u arpetroieum ehgincer?

A No, 51r, I'm & mechanical engineer, but I have

taken the written oetrolevm exam- in‘dew Mexico and successfull k?

passed it, I heve a numberrof geology and petroléumj}
reservoir'courses to add o my curriculum.
0" You ar’e adﬁiéé‘edf ag a petroleum ‘engin'e’féf'f:'iﬁ'-'r, the’

State of New Meklco°

A I'm reglstered as a petroleum engineer(

0 Have vou qualifled before ‘this COmmission? .

A : Many ?imes;

Maefkéiiﬁﬁiﬁftéhreﬁuhe ﬁiéneSS'e’ﬁﬁéinf ations:
‘acceptable?

MR. s'i-AMET‘s: iThe‘v ‘are.

o Mr. Kellahln coﬁtinuing )E Mr.:Motte_,ahav% you
made ‘any study: of well- costs ‘or the well that is being
proposed by Cltles Servxce 011 Company’ |

;Af Yes, I thl.k tbat is our Exhiblt Number TWO. Tﬁis
ig" fnr a total cost of five hundred and sixty—one thousand
three hundred and five dollars. If I may, I would like to

make a comment or two about this particular prlce due to._

the fact that we have submitted correspondence to Huber and
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‘the desired materials are not always readily available and

‘Fates and. also at that time tubulars, especially soms particul

16 | weights and grades were a premium price, s0 to try:'and give»~§

‘portation and so if you will note, we‘dO‘have_&”figﬁfav

"the last sgixty davs

Page 76

Humble or Fxxon, excuse ne, previously and had a somewhat
higher cost. However, when we furnished the detailed
clectment to these parties we put in tﬁe“normal'statement,:
"Due to the shortage of material and equipmént we find that
sometimes the previous price and et cetera.“ We'ﬁave seen -
pretty Arastic change in just the last few months 1n

drilling in this area. For example, our.State‘CS well
which is waiting on a comolet‘on unit right now, our-
Gowernment AD dovm to the south, down in the city limits

of Carlsbad we are drllllnq a couple of wells in there

rlgnt now-, ‘or one well and one right “north of toyn.,
thé“timéiﬁhe“eariier AFE was prepared it was prﬁbt;fjf;

impossible to get a footage contract,.they.all;ﬂhﬁtfﬁﬁyday

a realistic figure we used one and a half times mill price

‘on tubulars, and we have revised this now since tibuiars . . il i

have become released somewhat, and this is mill" price plus

about five percent whichitékés‘care of handlihg’ghaffigﬁé-u»

‘down there of twelve dollars and thirty cents a foot which Ls ]

the last four contracts we have signed now in probably about
out there k ]

As a result, we originally submitted this for
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1 six hundred and sixty-eight thousand, four hundred and
2 || nineteen théusand dollars and it has now been reduced to

.3 éfive sixty-one, three oh five. I think this is an extremely

4 ireelistic figure due to experience and also what we have seen, |

l

5‘ asome of the changes the laet few months. ' ~
6 ‘ I might also point out, this well -- there is
7 enough money in it for a duel in the event that Strm : |

8 ;production is encountered. However, we do not plen to use

9 ”two strings of tubing'. We have used one string qhite

3
@ ® f
E 8 10° sncceisfnlly and brought the Strawn production u the tubing
@ 3= B ' '
el 5 E“ 1 yhen neces_sery.
gl A
~~~'—§‘§j§§j~‘ BV w’é nave aiso’ typed in above there thlt P‘"““‘-”le
5~ i |
g Kaag . L
ﬁ'g:% 13 ‘hbnoml pressures may occur in the casing and the program
fu §§§ i % 43
. '§,§g§ 14 B iay have . to be changed. "‘he ‘Btate CP well enoounteréﬂ a
- B s '
“go% R s ,{: S
"’g 15 '.rather high prassure zone and we ha.d to run seve
-5 ;U B B
8 16 ‘there where we had planned on five and a half and then run

Kl R T

17 59A11ne;r on down.

18Ht Logh 8o, Just 'a-br?feri"ﬁﬁ'atemeht-a_  Some of"

19% yﬁere' - Exxcn ‘has had copies of our deta:.led well eetimate
20° es early aa, I believe it wasg- May.

21b @ - So this is your present estimate for What you

291 ,th_ink you can complete the well for?

23 A Yes, sir, this was made on August the fifteenth.

i

24 || « Y If ‘you do make a dual in the Strawn would t:-hat add

25 | materially to the cost?
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i A - No, ‘sirf, we think there is enough contingency
2 | money in here to take care of it,

3 Q;fm Have you made any study of the economics of your

4 pxopoaed 1ocation?

5 A Well, our analyst has made a study and it is based

6 very mu‘chfon the completion of a well very similar to State

7 VVCP. WC céntemplate that on that particular well that. it

8 | would take reserves, there would be around six billion » ’
g 9 cubic feet, and at the going FPC area rate: it wou!.d probably
® :
-% 8 10 req\iire about ‘two' billion for pay out.
§ 38 e
‘ ; égﬂ 11 : Q.-_‘ Now, does Cities Service ask to be designatod as
8 ?-’f‘gi_ RSN | B S S o
] §;§ 12| the: operator?
feag il :
»‘;'g:r'; 13 - A.i. Yes, werdo. ‘
: _5 §: § ' : :
“§=§~ 14 e And what is your cmbined fixed rate that. you
L RN P :
iy é R AR 1 propose for this well?
@3
8 16° j’, i.ﬁ ~ We would require or ask I should say, and’ thia is.
17 || our: oompa.ziy rate. throughout the southwest region for vells of

i 18’:| a11 depths tha.t the superviaion of drilling be sevenaen
19 ninety-thxee per mont.h, our production OVerhead is two fifty-‘
c20 | 'two -per"mnth, that is combined fixed rate ‘down to'-and

o including the produc :ion foreman. This wouid be any direct

92 i supe" ision on the drily site, would be included in this
23 price. . :
,, 24 , Q.:' Would that be adjusted according to the eoct of

“ 95 || 1iving: index?
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! A. Yes, sir, the normal” phraseology, or whatever you
2 might cfall it, we have asked for similar hearings of this
3 ¥

; + .
nature,. also that Exxon has proposed, we would ask we go

4 alon‘g with the El1 Paso form, the county form, I should say.

s " Q. Mr. Motter, Cities Service has drilled a number
6l of Morx;;aw wells, has it not? ’

7 A.} Yes, we have drilled quite a few wells 13; dey

8 cOunty,j twenty some.

9 _ SQ. In your opinion, are there any risks involvad in

'9 i dr.iliing a Morrow well?

11

“New Mexico 87501

: ,Weu, yes, there are risks involved. we try to

§25 Calle Mejia, No. 122, 'Santa e

12 take“into consideration the geology, which we try to g'et

13 1n i-.ion from Mr. 'raylor and his qroup, in bﬁtlding up

Phone (_§05), 982:9212-

14 " and: cstablishing a risk factor we try to take ineo ewsim—

sid ‘morrish reporting service
‘General Court Reporiing Service :

15 "‘tion; e' problems involved, vhether :I.t g a small track,
6l on a.nd so forth, and some of the PrOblems‘th'at‘my be an_count':

A as “;fér ;&s if there is a high" pressure zone or anything i_i];e

18 ‘_that 4in§»:trying to establish & risk factor.

&

19, tct‘ Have you arrived at what you consider” a faiz

20 risk factor for your proposed ‘well?

2 A Yes, sir.
22 _ ;feQ. ‘What is that?
i A | We are going to ask for twenty-five percent for

24|l 4 rigk factor on this well. This is what we asked for on

25 our ’état&.e CP immediately north and we got along"reaédnably wel ]
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on that.

o Was Exhibit Number Two préparéﬁ by you or under
your éupervision?

A.. Yes, it was.

MR. KELLAHIN: I would like to offer intc avidence

Exhibit Number Two.

| " MR. STAMETS: Witi,xout objection the cxhibijtf will
be adﬁ?:?;;tﬁiéd. |
MR. KELLAHIN jpo you have anything to add.
Mr. Motter? _ | R o
| Hﬁ. MOTTER~ ﬁo,»I bellieve not.
L :'Vﬂﬁﬁ:“KELLAHIN ThiETBVﬁll I have Of the- witni;;;
- MR, S‘!AMETS- Any questions of the witaaat?

AHINKI.E 'rhere is no cross enninatione

s*rmms-"‘

Any: -'other questions? i
MR. HINKLE: We would like to put on a rebuttal.
MR. STAMﬁTS: This witness may be excuaéd‘.‘ . j
MR. KELLAHIN: : 'l'hat is.all of the testimdny ‘we hgve.
(Réca"’ll'ed;‘a's a witness.)
REDIREC‘! 'mmﬁmién
BY MR. HINKLE: ’ '

| Q: Mr. Reavis, you have heard: the testimony of

Mr, Motter in regard to their estimate of well costs for

u;
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1| drilling a well in Section 16, do you have any comment with

2 || respect to this?

-3 A Yes, I think that Mr, Motter has come up with some
4 later numbers on his drilling ahd our numbers were figured -
5 up not too long &go, but we haven't investigéted ,:aofﬁally
6 || what the going rate probably is in the aréo and 'I'é foél that
7] 1 cities Service can gat this kind of driil ing costa that

8 we can probably get something in the same general

| 5 9 | neighborhood. _

‘°§;%’ *10H n->‘~ We go out for bids, I imagine very sinilar to
;ggg “‘ these people on cost estimates and I think that Our costs
?ggg% [ can probably be as:competitive as‘theirs.. Primarily your

RAZ

;égg ‘3ﬁ cost is based on what the driller has run their oost at,

§:§§‘f 14}t and liko he says, I think costn have changed in. the'—-
§°§ ‘5 SR Q. x And&’ you would obtain bids? e

é 16 " A Yes, sir, we would. We have not done. that as vet.
17 f*Qi What about the risk faotor? e

18 A Oour people are ‘not very strong on the rinlt factor.

reasonablo by the Commission?

‘ngl Ve nava taken a nundred percem: because we felt that this

20| was a going rate that everybody aaked for’ :I.n th:.s jv'“i‘l"of_

Py 'operation, where the Morrow is sometimes unpredictable and
2411 don t think they would haVe an objection for loworing it. |
23 § I don't know what they would lower it to. |

24 10} But, you would be willing to go along with anything
25 l '
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1 A Yes, sir, I think Exxon would go along with anything
2| reasonable.

3 T Q Do you have any further comments?

4 Ab No, sir. I think their costs are probably about

5§ the same otherwise.

- ' 6 o MR. STAMETS: Any questions of this witness?

B | R ST , : S %
? ‘ - MR, HINKLE: ,That'é all we have. L _ ' 'ii

8  MR. KELLAHIN: I would like to ask Mr. Motter just
- gu‘one more question in lightﬁbf"the testimony just éiﬁén.

]
ing sezvice

ing Service

¢jia;’No. 122 Santa Fe; New Mexico 87501

oy ‘MR, STAMETS: Mr. Reavis.may be éxcuéédé-!ih SRR B

2y . REDIRECT EXAMINATION

Koo e

o
5
— R
P -2
SBEge 13§ BY MR, XELLAHIN:
- : o
- BS58 L o F M R
.. BT M @  Mr. Motter, you heard the testimony of Mr. Reavis
) -1 o i ‘ ’
Y.SV

16 | in'regard to the well costs and particularly the cost of

’

16 | the drilling rig, do vou havé any comment on that?

825 Calle'M

(7 A Well, yes, in lieu of his comment I might say

o
{ :

_13“'éhht‘wéjmay'be?geﬁfing~5‘1{t€ié bit ‘of a‘bré&kiﬁhé'ﬁﬁgiea

FR

19|l and I feel that we are, because we have had the é&ﬁgh§§6V h'

P

20 | rigs for about three years. 'We Have investigated other

21 |- rigs moving into the area and when you do this you are

Y

22 | talking about a tremendous mobilization cost. In fact,
?'L R 23| in our earlier AFE we had thought that we mdght”hiyé”ﬁb
{‘V g 24 || move ancther rig in, and I think that it was only agyhort

25 | move from Lea County over there and it was about t%éhty—five




10

"

: speculation, ol:, near a dollar or a dollar and a- half a2 foot a

83

Page
thouéghd dollars. We also feel that due to the fact that

we hivé kept these rigs qding probably means maybe a

better well prices.
“That is mainly the only comment I have; sih§1y
because we have kept this rig going we, are gett ng’8f§66d

benofit, we think, in the priu

l;_.

MR. STAMETS: Any further questio-xs? |

MR. HINKLE: 'rha’t-‘s all we;have.r ‘

MR, STAME'I's- Aﬁy'*élosing éqménté? Anyt-“lil‘lg
further in this case? E [

12

13

" Phone (505) 982:9212

sid miorrish: reporting service
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20

21

23
24

25

19

“1e ||

174

2|

MR, HINKLE: "1°11 waive it if you will.

MR. KELLAHIN: We will.

STAMETS: If there is nothing further wa will

undexr advisemént and the Hearing 1is adjourned.




R T A T T RN R L S e A e e R

Page 84
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