CASE 2655: Application of MARTIN
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ToLsl

Contract @ §7.50/4¢
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Coring 200’
Completion
Total

wd
ot
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Spscial Sexviases
Perforating

Mud Logging
Electyic Legging
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coring

Total

Matrerials
Prilling Mud
Water

ruel {(Daywoxrk)

o ] s,
Flooting Eguipment

Total.

P

1,000, 00

4, 0u0 . Go
2,870 00
§ 95,420 00

PN

n

$ 1.200.00
2.00¢.00
4,500.00
1.350.00

$ 12,000.00
5,700.00
1,100.00

__2,055.00

S 20,855.00

$o8e. 250,09

3000 90
A DG Q0
B

g 42,70 00

S L, eun GO
6. 0GE. 00

5 -G
2., 000.06
4,500.9Q
1,350.00

.1,200.00

5 9.050.00

¢ 12,000 00"

5,700.00
200.00
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Total Tangible
Total

Intanaible
Totaul Coast

14,6 Contingency

Total

-~

s 86,800.00
145,800.0U
$ 232,600.00

3 255,860.00
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S5 25,800.00

135,810.00
$ 161,610.00
_16,161.09

177,771.00
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B. H surplus miterial is moved to Operator's warchouse ar other storage peint, no charge shall be made to the joint account for s distance zreater
than the distance from the nearest relizble sapply store or railway receiving point, except by special agreement with Non-Operator.  No charge
shall be made to the joint account for moving material o other propercies belonging 10 Operator, exvept by special agreement with Non-Operator,

6. Service
A. “Qutside Services:
The cost of contract services and utilities procured from outside sources.
B. Use of Op¢rator’s Equipment and Facilities:
Use of and service by. Operator’s exclusively owned counpmcnt and f.mhncs 3 provided in Parageaph § of Section 111 enticled “Operator's Fx-

clusively Owned hcnhucs . P

7. Damages and Losses to Joint Property and Equipment
All costs or expenses necessary to replice or fepaic damages or lasses incurred by fice,. flood. storm. theft, ascident, ar any othér ciuse not con-
troiiable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in-
curced as soon as ‘practicable after ceport of the same his been received by Operator.

8. Litigation Expense )

N All costs and expenses of litigation, or legal scrvices otherwise necessiry or expedient for the protection of the joint interests, including attorneys’
fees and expenses as hereinafter provided, together with all judgments obtained against the parties or any of them on account of the joint operations
under this agreement, and actual expenses incurced by any party or parties hereto in - secGring ‘evidence for the purpose of defending against iny
action or claim prosecuted or urged against the joint account or the subject matter of this agreement.

A. If 2 majority ‘of the intecests hereunder shall so ageee, actions or claims affecting the joint interests heccunder may be handled by the legal
staff of one or more of the partics hereto; and a charge commensurite with cost of providing. and furnishing such scevices rendered may be
madé against the joint account; bur no such charge shall be made until approved by the legal departments of or attorneys for the respective

H parties hereto. P
; B. Fees and expenses of outside attorneys shal! not ¥i charged to “the joint account unless authorized by the' ma;omy of the interests hereunder.

9. Taxes
All taxes of every kind 2nd niture assessed or levied upon or in connection with the propercies which are the subject of this agreement, the produc-
tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto.

Insurance and Claims

A. Premiums paid for insurince requited to be carried for the benefit of the joint account, together with all expenditures mcurrcd and pnd in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered ‘from insurance carrier.

B. If no insurance is required to be cirried, all ictual expenditures incurred and led by Opesator in setclenient of any and afl losses, claims, dam-
ages, judgments, znd any other expenses, including legal services, shill bc ch:rged to the joint account.

11, Distriet and Camp Expense (Field Superws:on and Camp Expense) * -

an rtion of the salaries and expenses of Operator’s production superinteadent and other employees seeving the joint proper(y and
properties of the Ope in_the same opeuung area, whose time is not allocated directly to the propertics, and a pro ra the cost of

maintaining and operating a production own as QOperator’s. i
office located at or near ... i e p e T T e e (or a companb!c officc if location changed), ‘and

necessary suboffices “(if any), mamumtd l'or (hc convenieny ffice, and all ncusnry cimps, inciuding housing facilities' for

employees if required, used in (he con rated in (h: same locality. The expense
Such

10

on the investment.

* NoO DlStrlCt or Camp Expense is 1ncluded hereln, the same belng

reflected in the Administrative Overhead charges set forth herein-

below.

12, Admxmstrative Overhead
; . Operator shz\l have the right to assess agamst the joint properey covered hercby the following management and administzative overhead charges,
; which shall be'in licu of all expenses of all-offices af the Operator not covered by Scction UL Paragraph 11, ‘abave, including salaries and expenses
“of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily aisigned to and - directly
serving on the joint:property " will be charged as provided- ih Scction M, Paragraph 2, above. - Salaricr and coxpenses of other technical employees as-
signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed
upon between Operator and Non-Operator as a direct charge to the joint property.

i : WELL BASIS (Rate Per Well Per Month)
PRODUCING WELL RATE
DRILLING WELL (Use Completion Depth)
RATE
y All Walls
Well Depth Eoch Well Flrst Five Next Five Over Ten

; Above 8000' .. ..$250.00 . $45.00 $35.. 00 230,00
i Below...8000'. . . .$300.00 ... '$60.00 850,60 $40.00

A. Overhead charges for drilling wells shall begin on the date each well is spudded 2nd terminate when it is on production or {s plugged, as the
case may be, excepr that no charge shall be made during the suspension of drilling opetations for fifteen (15) or more contecutive days.
B. In connection with overhead charges, the status of wells shall be as follows:
(1) Injection wells for recovery opcrzuons, such as for repressure or water flood, shall be included in the overhead schedule the same 35 produc-
ing o wells.
! (2) Water supply wells utilized for water flooding operations shall be inc!udcd in the overhead schedule the same as producing oil wells,
(3) Producing gas wells shall be included in the overhead schedule the same a3 producing oil wells.
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_Other Used Material

B. Aututiotive cquipment at rates commensurite with cost of ownership and operatian.  Such races should generally be in fine with the sehedule of

rates adopted by the Petroleum Motor Teansport Assocition, -or some othee recognized organization, a5 recommended uniforni charges agains
joint account opcrations and revised from time to time.  Automotive rates shall include cost of oil, gas, repairs, insurance, and other opeiatiag
expente and depreciation; and charges shall be based on use in actual service on, or in conncction with, the joint sccount operations. Truck
and tractor rates may include wages and expenses of driver.

C. A fair rate shall be charged for the use of drilling and cleaning-ove twols and any other items of Operator’s fully owned machinery or equip-
meot which shall be ample to cover maintenance, repairs, depreciation, and ‘the service furnished the joint property; provided that such charges
shall not exceed those currently prevailing in the field where the joint property is located.  Pulling unite shall be charged at hourly tites com-
mencurate with the ‘cost of ownership and operation, which shall include repairs and maintenance, operating supplies, insurance, depreciation, and
taxes.  Pulling unit ratt< may include wages aid cxpeness of the operator.

>, A fair rate shall be charged for laboratory services performed by Operator for the benefit of the joint scccunt, such as gas, water, core, and any
other analyses and tests: provided such charges shall ot exceed those currently prevailing if performed by outside sexvice laboratories,

E. Whenever requested, Operator shall inform Non-Operator in advance of the rates it proposcs o <hirge.

F. Rates shall be revised and adjusted from time to time when found 1o be either excessive or insufficient.

IV. DISPOSAL OF LEASE EQUIPMENT AND MATERIAL .

The nneumr shall be under no obligation to pur(hﬂe interest of Non-Operator in surplus new or secondhand materisl.  The disposition of major
stems of surplus material, such as deérricks, wanks, tngines, pimping units, and tubular goods, shall be subject to mutual dcurmmmon by the parties

hereto; provided Operator shall have the right 1o dupose of normal accwmulations of junk and surap msterist sither by transfer or sale fiom the

joint property.
Material Purchased by the Operafor or Non-Operator .
Material purchased by either che Operator or Non-Operator shall be credited by the Operator to the joint account for the month in which the

material is removed by the purchaser.

Division of material in kind, if made between Operator and Non-Operator, shzll be in proportion to their respective {nterests in such material. Each

party will thereupon be charged individually with the value of the material reccived or receivable by cach party, and torrespending eredits will be
made by the Operator to the joint account. Such credits shall appear in the monthly statement of operations.

Sales to Qutsiders

Sales 1o outsiders of material from the joint property shall be credited by Operator to the joint account at the net amount collected by Operator

from vendee. Any claims by vendee! for defective matezial 6 otherwise shall be charged back to the joint account if and when paid by Operator.
V. BASIS OF PRICING MATERJIAL TRANSFERHED FROM JOINT ACCOUNT

Material purchised by .ither Operaior or Non-Operator or divided in kind, unless otherwise agreed, shall be
valued on the following basis:

New Price Defined

New price a5 used in the following paragraphs shall have the samc meaning and application as that used above in Section I, "Basis of Charges to
Joint Account.”

New Material -

New material (Condmon “A") being new muterial procured for the joint account but never used thereon, at one hundred per cent (1009%) of cur-

rent new price (plus sales tax if ‘any).

Good Used Material ‘
Gond nsed material (Cdndition "B"), being used material in sound 2ad Scrviccable condition, suitable for reuse withuud cicnditioning:

A.  Ac seveaty-five per cent (755%) of current wéw price if mareria) was charged to joint account as new, or

B. Ac sixty-five per cent (63%) of current new price if matecial was ociginally charged o the joins piopéity 2t tecondhand at seventy-five per
cent (75%6) of new price.

Used material (Loaaion Ty, Lt e R ERR TS 0 Y o cuncnt new pncc, bcmg uscd material which:
o A th i
A. After reconditioning will Lo further serviceable. for original function 35 §00d swndhor 1 e eene T eCandition B, or.

B. Is serviceable for original function but substantially not suitable for recoiiditisning.

Bad-Order Material
Material and “equipment (Condition D), which is no longer vsable for its original purpose without excessive repair cost but is further usable for
some other purpose, shall be priced on a bisis comparable with that of items normally used for that purpose.

Junk i
Juak {Condition “E”), being obsolete and scrap material, ac prevailing prices.

Temporarily Used Material
“When the use of matcml is temporary and its service to the joint account does not |mhf) the reduction in price a5 provided in Varagrsph 3 B,
above, such raaterial shall be priced on a basis that will leave 2 net charge to the joint account consistent with the value of the service rendeced.

VI. INVENTORIES

Periodic Inventories, Notice and Representatiori
At reasonable intervals, inventories shall be taken by Operitor of the joint account muterial, which shall include ail such ‘material as is ordinarily

considered controllable by operators of oifl and gas propertics,
Written notice of intention to rake inventory shall be given by Operator at least thirty (30) d.\)s bcfcrc iny inventory is to begin to that Non-

Operator may be represented when any inventory is-taken.
Failure of Non- Opcnlox to be represented at an inventory shall bind Non-Operator-wo avcept the inventory taken by Opcrator, who “shall “in “that

event furnish Non-Operator with a copy’ thereof,

Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges 1o the joint account shall Lo made by each party atinterest, and 1 list of ov-rages and shortages shall be

jointly detefmined by Operator and Non. Operator.
Inventory “adjustaients shall be aade by Operator with the joint account for averages and shortages, but Operator shall be held accountable to \on-

Operator only for shoreages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken, at the expense of the purchaser, whenever there is any sale or change of interest in the joint property; and it shall
be the duty of the parcy selling to notify all other partics heeeto as quickly as possible afeer the transfer of interest takes place.  In such cases, both
the sciler and the purchasce shall be represented and shall be governed by the inventory so taken.

—
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13.

\J) Wells permanently shut down but on which plugging operations re deferred shall be dropped from the overhead schedule at the time the
shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the ¢ime required for the

plugging opcration.

($) Wells being plugged back, drilled deeper, or converted to 3 source or input well shall bc included in the overhead schedule the same as drill-

~—

ing wells.

Temporarily shuc-down wells (other than by goveramenta! regulatory body) which ace not produced or worked upon for a period of 2 full
calendar month shall not be included in the overhead “cheduie; wowever, wells shut in"bty governmental regolatory body shall be included
in the overhead schedute only in the cvent the allawable srody iz transfisied 1o othier weids on the same property. In thc event of a
unit alldwable, all wells capable of producing will be counted in ditermining the overhead charge. ]

(7) Wells completed in dual or multiple horizons shall be considered as two wells in ‘the producing overhead schedule.

(8) Lease salt water disposal wells shall not be included in the ovechead schedule unless such wells are used in a secondary recovery program

(6

~—

- on the joint property. )

C. The above overhead schedule for producing wells shall be applied to the toral numbér of wells operated undee the Operating Agrecment to which
this accounting provedure is attached, irrespective’ o( individoal leases.

. Tt is specifically understood that the above overhead 'rates apply only to drilling and producing operations and are not intaided to cover the
construction or operation of additional” facilities such s, but not limitéd to, gasoline plants. comprescor plants, repressuring projects, salt water
disposat facilities, and similar ‘installitions. . If 2t any time any or all of these becone necessary to the operation, & separate agreement will be
reached relative to an averhesd charge and allociijon of districe expense.

L. The above specific overhead rates may be amended from rime to time by sgréement between Operator aind Non-Operator if, in pnum:‘ they are

found to be insufficient or excessive.

Operator’s Fully Owned Warehouse Operating and Maintenance Expelise
(Describe fully theé agreed procedure 1o be fellowed by thié Operator.)

i
i
1

4.

Other Expendltures ‘
Any expenditure, other than expenditures which are covered and dealt with by the foregoing provisions of this Section H, incurred by the Opera-

tor for the necessary and proper development, maintenance, and operation of the juint property.

III. BASIS OF CHARGES TO JOINT ACCOUNT

Puichases

"_Maum! and equnpmcm purgh:sed and service procured shall be charged at pnc.- paid by Operator after deduction of all discounts dcevally reccived.

Mafprm! R , R
Material required for operstions shall Lo purcluised for direct charge to joint account whenever practicable, except that Opérator may furnish such
material from Operator’s stocks under the following conditions:
A. New Material (Condition “A”’)
(1) New material transfeered from Operator’s watehouse or other properties shall be priced f.o.b. the rearest reputable supply store or railway
receiving pomt, where such. material is available, at current replacement cost of the sanie kind of aviterial.” This will include material such
‘a5, tanhy, pumping [ units, ‘sucker Tods. enbinés nd fibar o ..,u.pu.un Tubuiar goods; twosinch {27y and over, shall be priced on car-
!ozd basis effective at dite of transfer and fob mlway ving point ‘pearest the jdine acecurnt operation, h[,.\l\”ss) ol quantity transferest
(2 j Othzr marerial chall s priced oo Sasis of a reputabie supply company’s preferéntial price’ Lse effectivi at date of teansfer and fob thc store

or riilway recciving point nearest’ the joint account operation where such material is available.

(3) Cash discount shall not be allowed.

B. Used Material (Condition "B” and “C")

(1) Matceial which is in souad and serviceable condition’ and is suitable for reuwse without reconditioning shall be classed as Condition 'B* and
priced at seventy-five per cent (757) of new price.

23 Material ‘which cannot be classified 35 Condition “B™ buv which,
(2) . After reconditioning will be further serviceable for original funiction as good secondhand material (Condition "B%), or
(b) Is serviceable for original function but substantially not suitable for reconditioning, i
shall be classéd as Condition “C and priced at fifty ‘yer cent (5097) of new price.

(3) Mazerial which cznnot be clissified as.Condition "B of Condition “C” shall be priced at a valuc commensurate with its use.

(4) Tanks, buildings, "and other cquipment “involving ecrcction costs shall be charged at applicable percentage of knocked-down new price.

Premium Prices

- Whenever  matériali and “equipment. are not readily obtainable “at the customary supply point and at prices specified in Parsgeaphs 1 and 2 of this

Section T because of natiohal emergencies, strikes ar other ‘unusual causes over which “the Operator has no conteol, the Operator may charge the
joint account for the rcqulrcd materials on the basis of the Operator’s direct cost and expense incutred in procuring such materials, in niaking it
suitable for use, and in moving it to the location, provided, however, that notice'in wmuu, is furnished o' Non:Opcrator of the proposed charre prior
to bilting the Non- Operator for the nysterial and/or equipment icuited pursuant” to this provition, whercupon Non-Operator ‘shall hive the righe,
by so electing and notifying Operator within 10 days ‘after receiving ‘notice froni the Operator, to furnish'in kind, or in tonnige as the parties may
agree, at the location, nearcst railway receiving poin€, or Opcrator’s storage point within a compirable duuncc. all or ‘part of his sharc of material
andfor equipment suitable for use and 2cceprable to the “Operitor. ’lr:nsponauon costs ‘on any such miterial furnithed by Nan-Qpetiter, 3t sy
point_other than ar the lecxion, shall be borne by such Non-Operator. If, pursuint to the provisions of this paragraph, any Non-Operator furaishes
matetizl znd/ot cquipment in kind, the Operator shall ‘make appropriate credits therefor to the account of said Non-Operator.

Warranty of Material Furnished by Operator
Opeulor does not warrant the material fuenished bevend or back of the dealee’s or manufactuece’s guaraney; ind in caie of defective mateeisl, cred-
it shall not be passed uncil adjustment has béen reccived by Operator from the manufacenrers or their agents.

Operator’s Exclusively Owned Facilities

The following rates shall apply to service rendered to the joint account by “acilitics owned exclusively by Ogperator:

A, Water, fuel, power, compressor“and other auxiliary’ servidey a1t fates commninsuiaiv with ot of providing and furnithing such service o the
joint accouiit but ot exceeding rates curréntly prevailing in the ficdd where the joint property is located.




"UPERAIOR'S coPY

Budewt Bocean Ne. -R338.4,
reRRSae Capy to: Roswel e AntE P

saner Mo
6‘ (susMIT IN TR 8, mé“-lﬂﬁ """""""""
g UNITED STATES e

meee mamvaNtoawey v a—ea

T
RTMENT OF THE INTERIOR ~ Ut- Hormmmeg
GEOLOGICAL SURVEY :

KoTicE oF inromion To onts ... 1K [ sussquasr nerorT oF wATER SNUT-OFF ... e
KOTICE OF IXTERTION TO CRANGE MANS....___._.._.__. . I SURSEQUENT REPORT OF RIOOTING OR ACIDIZING
MOTICK OF INTENTION TO TEST WATRR SWUT-OFF. | . imoum REPORT OF ALTERING CASING........................
NOTICE CF IHTENTION 10 RE-DRILL ok RErAlr piiL .. L { comercumnr SETORT OF RE-DRILLING OR REPAIR

MOYICH 2 TTENTION T0 SHOOT OR ACIDIZE

...... SUBSEQUENT PEPORT OF ABANDONNENY . . .. ... ...,
HOTICE OF INTEXTION 7O PULL OR ALILR CASNG_. . | .
NUTICE OF INTENTION TO ABANGON WELL

thleSS&ON
EXHIBIT NO. e

~

LL5S

B LT T PO Sprep

|
|
Sy AMINER NUTTER |

BEFORE E

ERVATIC

S

(INDICATE ASOVE B CHIFCK 880 UATLNT S0 L fr-OnT, NQTICE, OR OTHER DAYA)

e e o S R ]

Pedaxal Blliott~Hell | B

WellNo. X . . is located 669 ft. fronz%g}’linc B89 fr. fmrg&} line

s Ses, 30 A9 8 3B BMPM Ly
T4V 85 and i, No.)

0
_Saptemhaz 3% é‘l

T (Conaty r Sobdivideay T T R

......... feimelght of dapwick Eloew 13 A4
DETAILS OF WORK -

{stn norres e and sxosctrd deptha 20 chjactive wandsy Wow slees, welighte and lengtho of pon:

ag paluta, s g 2l atkes ') . YW‘WﬂthmMn.mm
Plema Sra to drill 4o epproiseholy LiSH8T e tes

# tha Sbwess Boemsbios,
RBemasy wiih o0 ueed FEom suzfeca %9 2. D Bwlilisg Fludd 0 b water - F
{awine Srsm POE° 0 47DU7), mAtive, 2oR Grilling med. L4 WAL Be rus
&% avelzate pow s infionted, TRSABG pUBETAE S0 Sollewmd :
; PN v L I R P £ ARy, a:@ zgg E'M@?ﬁ i; | :
w%ﬁé zé’"%&%iﬁ‘@”yh gt SRLEMEhInS Y0 rhrwalEe oy
if4 38 K8, M 4308° prdfteiges o Asnlohs Sana oFf saik
3% 5 3E 3iB. FhE FEEGET swifioiand o 113 4997 phena

o : FdlGResd iy : ‘

248 Lavsk oigen] oeraegeneaared, Srased ekel kil ke pun 9P ﬂ»h‘fa’??ya‘a.x{x»
Bwws o sl

i,

b

!

v

S

o
3
ve
£
3ot A ihni ah b elan o d g 3 Ee > wpnarodd e tiing By ihes Oeade gt Srmanr brfove Trarath e vrew Ne gu b g i
{ oo rtan 5
(LR DRI fen kA
12 2
2 -, gy i
SIS R, v
e
P
cnl Ny
N v s




[ T et e g U

'~

| _nesrz-ttoSes 011 Imdustrise, Ine. 2. 20 8., Re 33 B., EA.P.

12 U che smaver to question ocae in

a et e

MEW MEXICO Ot CONSERVATION COMMISSION g7
WELL LOCATION AND ACREAGE DEDICATION PLAT

SHE INSTRUCTIONS FOR COMPLETING THIS FORM ON THE REVERSE SIDE

SECTION A
Operatet } Teena %11 Ne.
. P. YATES & MARTIN YATES, IH  ELLIOT-HALL L
¢ Locter clicm ¥ecacuip Range - County
A - 30 19 soum 32 East Lea
Kctaal Yootage Location of Vell:
‘ feat from the No#rTH line aad 660 feet from the EAsY line
ouad Lavel Elev. roducing ~ ormetion Peel Dedicoted Acroage: j
3554,06 Sty Lask~-SSracm 160 Acres

1. lo the Operator the caly ownesr in che dedicated actenge oucliaed oa the plat below? YES _ NO 3 . ("Ouner!’ means the doopas
wha bas 3be nghi o drill inio end 10 produce from emy seni =2 ic appropriate the produciion either for himacl] or for bimaelf and
imather. (65329 (o) NNSA 1935 Comp.) ,

'30,”" have the interests of all the owners been consolidated by communitizatien agresment of sther-
wive? YIS NO _XK__ . If wasweris “‘'yae,"’ Type of Consolidatice

3. i the answer to quastion two iv "'a0," list all the owsers and their teapactive intetests below:

QRN AT e

PhAllie Petrelews Compeny and | Wi/R/3 ana sa/em/s ot see. 2,

SECTION 8 7 CERTIFICATION <

I heteby certily that the infocmation
in SECTION. A sbove is tma and com-
plete o the dest of my baowledge and
beliel.

A e — v —

P St e e

O CONSERVATIOM C{l mmISSION
s3I exuimiT NOYl 5

CASE KO, AR =

I hoceby cectify thae the we “ily
shown oa the piat ia SECT, 8
plotted trom lield aates o

owsveys mede by e o
supctvision, aad that rl%c
ead costecd to the beat of @y

wd beliof. - s

Pors Man e e o o o mnar

Date Swreyed
9-6-62

Regisceied Profeasionsl Eaginoes
sad/ot Lead Swreyor, JOWN W WEWY

}
|
!
|




-2~
Docket No.
Examiner Hearing - Wednesday October 10, 1962

CASE 2657:

CASE 2658:

CASE 2659:

CASE 2660:

CASE 2661:

29-62

Application of Odessa Natural Gasoline Company for a non-
standard gas proration unit, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks establishment of

a 320-acre non-standard gas proration unit comprising the
SE/4 of Section 23 and the NE/4 of Section 26, Township 25
South, Range 37 East, Justis Gas Pool, Lea County, New Mexico,
to be dedicated to its Carlson "A" Well No. 1 located in

Unit P of said Section 23. o

Application of Cabot Corporation for temporary special rules
and regulations, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks an order promulgatlng temporary
special rules and regulations for the North Bagley-Penrnsyl-
vanian Pool, Lea County, New Mexico, including provisions
for 80-acre proration units.

Application of Cabot Corporation' for the creation of a new
0il pool and the establishment of temporary rules and
regulations, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks'the creation of a new oil pool to.
be designated the North Bagley-Wolfcamp Pool for its Humble
State Well No. 1, located in the NW/4 NW/4 of Section 23
Township 11 South, Range 33 East, Lea County, New Mexico.
Applicant further seeks establishment of temporary rules
and regulations governing said pool including provisions

for 80-acre proration units.

Applicatidn of Midwest 0il Corporation for the creation of

a new oil pool and for the establishment of temporary spec1al

“rules and regulations, Lea County, New Mexico. Applicant, in

the above-styled cause, seeks the creation of a new oil pool
for Pennsylvanian productlon in the vicinity of its LLE State
Wel No. 1, located in the NW/4 SW/4 of Sectlon 14, Townshlp
10 South, Range 33 East, Lea County, New Mexico. Applicant
further seeks the promulgation of temporary special rules

and regulations governing said pool to inclule provisions:

~for 80-acre proration units and flxed well location require-~
ments. ,

2pplication of Pan American Petroleum Corporation for a triple
completion, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order authorizing the-triple completion
(conventional) of its Southland Royalty "A" Well No. 2,
located in Unit B of Section 9, Township 21 South, Range 37
East, Lea County, New Mexico, in such a manner as to produce
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The following cases will be heard before Daniel S. Nutter, Examiner or
Elvis A. Utz, alternate examiner:

1 T TRl s

CASE 2647: (Continued)
Application of Carper Drilling Company for a tubingless
completion, Chaves County, New Mexico. Applicant; in the
above-étyled cause, seeks authorlty to complete its Baetz .
Well No. 1, located in the SE/4 SW/4 of Section 35, Townshi p

14 South Range 27 East, Chaves Qounty, New Mexico, as a
tubingless gas well completion producing throuch perforatlons

from 8182-8270* in 2 7/8 inch casing.

CASE 2654: Application of Qarper Drilling Company for the creation of
a new gas pool and for temporary special rules and regulatlons,
Chaves County, New Mexico. Applicant, in the above-styled
cauge, seeks the creation of a new gas pool to be designated
the Buffalo Valley-Penhnsylvanian Gas Pool for its Baetz Well
No. 1, located in the SE/4 SW/4 of Section 35, Township 14
South, Range 27 East, Chaves County, New Mexico. Applicant,
further seeks the establishment of temporary special rules
and regulations governing said pool, including provisions
for 320-acre gas units.

CASE 2655: Application of Maffin Yates III and S.“P. Yates for compulsory
/@wff ~ pooling, Lea County, New Mexico. Applicant, in the aboves . :

ot T s styled cause, seeks an order force pooling all mineral
l?»'Vh@ﬁ“'~interests in ‘the Lusk-Strawm Pocl to form a 160-acre oil
( proration unit comprising the NE/4 of Section 30, Township
19 South, Range 32 East, Lea County, New: Mexico, to be
dedicadted to a well -to be drilled in the NE/4 NE/4 of said

Section ‘30.

CASE 2656: Application of Western Development Company for a secondary
_recovery project, East Millman Queen-Grayburg Field, Eddy
County, New Mexico. Applicant, in the above-styled cause,
seeks permlss1on to institute a secondary recovery progect
in the East Millman Queen-Grayburg Field, with the injection
of water into. the Queen and Grayburg formations initially
to be through 16 wells, located in Sections 11, 14, 15, 22
and 23, Township 19, south, Range 28 East, Eddy County, New
Mexico, said project to be governed by the provisions of
Rule 701. '
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oil from the Drinkard and Blinebry formations and gas from
the Tubb formation through parallel stirings of tubing.

CASE 2662: Application of Pan American Petroleum Corporation for a
triple completion, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an oriler authorizing the triple
completion (conventional) of its South Mattix Unit Well No.
14, located in Unit K of Section 15, Township 24 South, Range
37 East, Lea County, New Mexico, in sSuch a manner as to
produce gas from the Fowler Paddock and an undesignated Tubb
pool, and oil from an undesignated Blinebry pool through
parallel strings of tubing.

CASE 2663: Application of Arnold H. Bruner for permission to directionally

drill, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks permission to directionally drill his
Federal Intex Well No. 1, the surface location of which is

in the center of the NW/4 SE/4 of Section 8, Township 9 South,
Range 37 East, Allison Pennsylvanian Pool (extension), Lea
County, New Mexico. Target tor said directionally drilled
well would be 100 feet from the North and West lines of the
NW/4 SE/4 of said Section 8.

CASE 2664: Application of Southwest Production Cdmpany for a dual

completion, San Juan County, New Mexico. Applicant, in the
above-styled cause, seeks authority to complete its Davis
Federal Well No. 1, located in Unit L of Section 24, Town-

ship 26 North, Range 11 West, Szan Juan County, New Maviecn,
as a dual completion with production of o0il from the Gallup
zone and production of gas from the Dakota zone to be through -

parallel strings of i %—inch tubing.
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w0 ~ 21 September 1962 - 7

i Mr. A, L. Porter, Jr., Secretary

§ ; 011 Conservation Commission of New Mexico
j P. 0. Box 871 .

% , : Santa Fe, New Mexico

- Dear Mr. Porter:

Enclosed herewith you will find Application in- triplicate
of Martin Yates, III and S. P. Yates to pool the NE/4 of
Section 30, Township 19 South, Range 32 East for a common
souice of ennn1v designated as the Lusk~Strawn Pool.

With a carbon of this letter, we are furn1shing Kerr-McGee
0il Industries, Inc., and Phillips Petroleum Company, the
other owners of an interest in this spacing unit, with
copies of this application.

AJL/bk -

Iaclosuzes

cc Kerr-McGee 0il Industries, Inc.
V. Kerj‘mcGee Building e
- Oklahoma City 2, Uklanoma
Attn: Mr. BIEeu M. Kezy

Phillips Petroleum Compan;
DOCKET MAIEP 200 Permian Building
/g Midland, Texas

Messrs. Martin Yates, III and

A S. P, Yates
/ ZL” 309 Carper Building
Artesla, New Moxico
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BEFORE THE OIL CéNSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF ‘THE APPLICATION OF
MARTIN YATES, III, AND S. P. YATES :

.o

FOR AN ORDER POOLING THE NE/4 SECTION : | . .
7Y

30, TOWNSHIP 19 Q()U"‘H RANGE 32 FAST, : Case No.
N. M P.M., LEA COUNTY, NEW MEXICO, FOR :

THE DEVELOPMENT OF THE LUSK-~ STRAWN ‘
POOL.

*e 20

APPLICATION

COMES MARTIN YATES, III, and S. P. YATES by their
attorneys, Losee and Stewart, and state:
1. That by Orders No. 2175 and 2175-B, the 0il

Conservation Commission of the State of New Mexico, herein-

aliei veierined ©8 4o “Comm sstabliched rasnlar 160
acre drilling, proration and spacing units for the further

development of a common source of supply designated by the

‘Commiscion ae the Tusk-Sirawn Paol, and theNE/é,Scct’ibh 30,

Township 19 South, Range 32 East, N.M.P.M., Lea County, New

Mexico, 1is one of the units so created.

2, That Applicants are the owners of the oil and
gas operating rights in the common source of supply designat-
ed as the Lusk-Strawn Pool underlying United States Oil and
Gas Lease NM 01218 embracing, among other lénds; the NE/4
NE/4 of said Section 30, and underlying United States Oil- and

Gas Lease NM 0107698-4 embracing the SW/4 WE/4 of said Sec-

tion 39.
3. That Phillips Petxoleum Company and Kerr-McGee

041 Industries, Inc., are the owners of the oil and gas




operating ;ights in the common source of suppiy designated as
the Lusk-Strawn Pool underlying United States 0Oil and Gas
Lease NM 01218-A embracing the NW/4 NE/4 said Section 30, a;d
ﬁnderlyiﬁg United States 01l and Gas Lease NM 0107698 embrac-
ing, among other lands, the SE/4 NE/4 said Section 30.
| 4, That Applicants have been unable to arrange

with Kcrr=McGeé 011l Industries, Inc., for the development of
the NE/4 Section 30, Township 19 South, Range 32 East, N.M.P.M.,
Lea County, New Mexico, for oil préﬁuction in the comon source
of supply designated as the Lusk~Strawn Pool.

5. That Applicants and Phillips Petrgleum Company
“now propose to»drill a weli therein to produce from the
Strawn formaﬁion, expected to be encountered at approximately
ii;iOO feet below the surface at an approximate cost for a
completed well of $267,000,00, and for a dry hole of $189,000.00
and now desire thié Commission to enter an order pooling and
adjudicating the rights of all owners in the NE/4 said Sectien
30 in respect to ﬁhe Tusk-Strawn Pool and designating these
Applicants as ;he operator,

6. That the pooling of the NE/4 said Section 30
in the Strawn formation is necessary to prétect the correlative
rights, prevent waste and to avoid the drilling of unnecessary
wells,

7. That the owners of the oil and gas operating
rights in the common source of supply.ﬂesignated as the Lusk-

Strawn Pool underlying the NE/4 said Section 30, other than

Applicants, are as follows:




“Kerr-McGee Oil Industries, Inc.

Kerr-McGee Building )

Oklahoma City 2. Oklahoma

Phillips Petroleum Company

200 Permian Building

Midland, Texas.

WHEREFORE;'Applicants pray:

i) That this Application be set for hearing before
an examinerhduly appointed by the Commission and that notice
of said hearing be given as required by law.

2) That upon hearing £his Commission enter an order
pooling andhadjudicating the rights of all owners of the oil
and gas operating rights in the NE/4 Section 30, Township 19‘
South, Range 32 East, N.M.P.M., Lea County, New Mexico, in
respect to the Lusk-Stratn Pool and designating these Appli-
cants,as the operator thereof.

3) And for such other relief as may be just in the

premises.

DATED this 21st day of September, 1962.

MARTIN YATES, III, AND 5. P. YATES

By

LOSEE AND STEWART
P. O. Drawer 239
Artesia, New Mexico
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Application of Odessa Natural Gasoline Company for a non-
standard gas proration unit, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks establishment of
a 320-acre non-standard gas proration unit comprising the
SE/4 of Section 23 and the NE/4 of Section 26, Township 25
South, Range 37 East, Justis Gas Pool, Lea County, New Mexico,

‘to be dedicated to its Carlson "A" Well No. 1 located in

Unit P of said Section 23.

Application of Cabot Corporation for temporary special rules
and regulations, Lea County, New Mexico. Applicant, in the
above-styled cause, zeeks an order promulgating temporary
special rules and regulations for the North Bagley-Pennsyl-
vanian Pool, Lea County, New Mexico, including provisions
for 80-acre proration units. 3

Application of Cabot Corporation for the creation of a new
oil pool and the establishment of temporary rules and
regulations, Lea County, New Mexico. Applicant, in the
above—styled cause, seeks the creation of a new oil pool to.
be designated the North Bagley-Wolfcamp Pool for its Humbl<
State Well No. 1, located in the NW/4 NW/4 of Section 23,

- Township 11 South, Range 33 East, Lea County, New Mexico.

Applicant further seeks establishment of temporary rules
and regulations governing said pool including provisions
for 80~acre proration units.

Appllcatlon of Midwest 0Oil Corporatlon for the creatlon of

a new oil pool and for the establishment of temporary special
rules and regulations, Lea Colinty, New Mexico. Appllcant,,in
the above-styled cause, seeks the creation of a new oil pool
for Pennsylvanian production in the vicinity of its LLE State
Wel No. 1, located in the NW/4 SW/4 of Section 14, Township
10 sonth, Range 33'East, Lea County, New Mexico. Applicant
further seeks the promuigaticii of témpdrary special rules

and regulations governing said pool to include provisions-

for 80-acre proration units and fixed well location reguir re~
ments. : v

Application of Pan Amerlcan Petroleunm Corporatlon for a triple
completion, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks an order authorizing the triple completion
(conventional) of ‘its Southland Royalty "A" Well No. 2,
located in Unit B of Section 9, Township 21 South, Range 37
East, Lea County, New Mexico, in such a manner as to produce
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The following cases *7i1l be heard before Daniel 8. Nutter, Examiner or
Elvis A. Utz, alterh{te examiner:

CASE 2647: (Cont:..

‘ : licdation of Carper Drilling Company for a tublngless
ccmpletion, Chaves County, New Mexico. Applicant, in the
above-gtyled cause, seeks authority to complete its Baetz
Well No. 1, located in tha SE/4 SW/4 of Section 35, Township
14 south, Randge 27 f£ast, Chaves County, New Mexico, as a
tubingless gas wéll completlon producing through perforations
from 8182-8270' in 2 7/8 inch casing.

CASE 2654: Application of Carper Drilling Company for the creation of
a new gas pool and for temporary special rules and regulations,
Chaves County, New Mexico. Applicant, in the above-styled
cause, seeks the creacion of a new gas pool to be desgignated
the Buffalo Valley-Pennsylvanian Gas Pool for its Baetz Well
No. 1, located in the SE/4 SW/4 of Section 35, Township 14
South, Range 27 East, Chaves County, New Mexico. Applicant,
further seeks the establishment of temporary special rules
and regulations governing said pool, including provisions
for 320-acre gas units. . .

< i TN R e g et . .
\\ CASE 265b: Appllcdtlon Of Hailiin YEtes III and &, P. Vates far: ﬂnmnﬂ1«0rv
A pooling, lL.ea County, New Mexico. Applicant, in the’ -above-

- : styled cause, seeks an order force pooling all mineral
interests in the Lusk-Strawn Pool to form a l60-acre oil

! ' proratlon unit comprlslng ‘the NE/4 of Section 30, Townshlp
f§~ R EEET 10 QAfiGh ’nanaa 32, Wast.: Lea County, -New Mexico, to Le:

§ -\ : dedicated to 2 well ta he drilled in the NE/4 NE/4 of sald
: \\~———-NN\§eCtl°n 30. ‘
5 CASE 2656: Application of Western Development Company for a secondary

recovery project, East Millman Queen-Grayburg Field, Eddy
County, New Mexico. Applicant, in ‘the above-styled cause,
seeks permission to institute a secondary recovery project
in the East Millman Queen-Grayburg Field, with the injection
of water into the Queen and Grayburg formations initially,
to be through 16 wells, located in Sections 11, 14, 15, 22
and 23, Township 19, South, Range 28 East, Eddy County, New
-Mexico, said project to be governed by the provisions of
Rule 701.
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g' ‘ oil from the Drinkard and Blinebry formations and gas from
§ - the Tubb formation through parallel strings of tubing.

%" ! CASE 2662: Application of Pan American Petroleum Corporation for a

' triple completion, Lea Courty, New Mexico. Applicant, in the
above~styled cause, seeks an order authorizing the triple
‘completion (conventlonal) of its South Mattix Unit Well No.
14, located in Unit K of Section 15, Township 24 South, Range
37 East, Lea County, New Mexico, in such a manner as to
produce gas from the Fowler Paddock and an undesignated Tubb
pool, and oil from an undesignated Blinebry pool through
parallel strings of tubing.

E § CASE 2663: Application of Arnoid H. Brunei for pormission to directionally

drill, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks permission to directionally drill his
Federal Intex Well No. 1, the surface location of which is
B in the center of the NW/4 SE/4 of Section 8, Township 9 South,
L | Range 37 East, Allison Pennsylvanian Pool (extension), Lea

i i County, New Mexico. Target tor said directionally drilled

| well would be 100 feet from the North and West lines of the

f NW/4 S274 of said Section 8.

CASE 2664: Application of Southwest Production Company for a dual
completion, San Juan County, New Mexico. Applicant, in the
above-styled cause, seeks authority to complete its Davis
Federal Well No. 1, located in Unit L of Section 24, Town-
ship 26 North, Range 11 West, San Juan County, New Mexico,
as a dual completlon with production of o0il from the Gallup
zone and production of gas from the Dakotz zone to be through

parallel strings of 1 %-inch tubing.

iqg/
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RE PROPOSED MORROW TEST - SEC. 50—- 98-32E4 LUSK FIELD,

LEA COUNTYs NEW MEXICO -
a I L |GHT OF OUR' CONTINUED DEVELOPMENT OPERATINS ON

ranT WHFRF NEW WELL HAS JUST BEEN AUTHORIZED

THE LUSK

PN SECTION 20 KERR-—MCGEE PREFERS TO DEFER DRILLING THIS

TEST AT THIS TIME=
J c FiNLEY KERR MCGEE OlL IND INCe

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM I1TS PATRONS CO?{CERN!NOVKTS SERVICE
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q IFf YOU SPUD THE ABOVE TE T WITHIN 10 DAYS FROW DATE
HERECF  AND DILIGENTLY TEST ALL FORMATIONS DOWN TO AND

IRCLUDIRC THE HORROW FOR%ATIONQ WE WiLlL CONTRIBUTE fstel

CENTS 'PER FOOT DRY HOLE MUNL!9 MOT TO EXCEED $10, 1600009 .
THEREOFg»

WITH THE UNDERSTANDING -{ 1] THATs IN COH“IDERATIO |
YOU WILL WAIVE YOUR RIGHT TO FORCE POOL SECTIOQ )O AGAihST-

KERR-MCGEE AND [2) YOU WILL SUPPORT 160 ACRE SPACING FOR
THE STRAWN RESERVOIR EMBRACING THE NE/& OF SECTION

;50 10Q—)?E AND |IF THE. “ELL PRODUCES ALLOW KERR—MCGEE THE

OPTION TO CONTR!BUTE 1 TS LEASES IN THE NORTHWESf QUARTER

OF SECTION )o AND PAY 1TS SHARE OF THE ACTUAL COST oF

DRILLING AND COmPLE.IkG SAE AND THEREBY BECOME THE OWNER
OF 1T PROPORT!ONATE INTEREST IN THE UNIT VELL AND {3)
YOUu JILL RFQUEQT AND SUPPORT ¥iTH ‘REASONABLE crlunTS 540
ACRE MORROV SPACING EMBRACING THE ENTIRE SECTION

50~ 198- 32 AND IF THE PROPOSED TEST PRODUCE ALLOY

KERR-COEE THE OPTION To CONTRIBUTE IT8 LEASES IN

SECTION 30 AND PAY 1TS PROPORTIONATE SHARE OF THE _ACTUALi

THE COMPANY WILL APPRECIATZ SUGOESTIONS FROM IT8 PATRONS CO?;CERNINOAI;I'S SERVICE
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EXICO OIL AND

, IN THE EVERT KER-MCGEE ELECTS NOT

Vil TH RESPECT T0 EITHER THE STRAVN

WILL BE PLACED IN THe PRORATION

T0 RECOUP R PRODUCTION

ESTABL ISHED BY THE 8
T CONSERVATION COMHISS
7o EXERCISE 1TS OPTiOH
OR §1ORROUy I TS ACREAGE
UNIT AND YOU wLL BE ALLOVED
100 PER CENT OF KERR-MCGEEYS
suncAce crnnDMEuT RFYOND THF
KERR-MCGEEYS SHARE OF THE COST OF DRILLTHG AND
THE WELL THROUGH THE VELL HEADe IF THE ABOVE IS
ACCEPIABLE TO-YOULPLEASE SO ADVISE BY WIRE AND WE WILL
DRAFT A DEFINITIVE LETTER AGREEMENT FORMALIZING  THESE

YOUR ACCEPTA\lCE UST REACH US BY MIDNIGHT

Y O
(R SR 141

RO
SHARE OF OPERATING COST A D~
WELL HEAD AND 12% PECENT OF
EQUIPPING

P 1) t"'n'\l"l"
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THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONIERNING 1TS SERVICB
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/X SECRETARY - DIRECTOR
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£. 0. BOX &71
SANTA FE

9,

Re: Case No. 2655

Mr, A, J. Losee.

Losee & Btewart Order No.R~2339

Carper Building Applicant:

P. O, Drawer 239

Artesia, New Mexico Martin Yates IIX & 8. P. Yates
Dear Sir:

Enclosed herewith are two copies of the above-referenced
Commission order recently entered in the subject case.

Veryrtruly yours,

e

yi Id
A. L. PORTER, Jr. '

LN X N E i o mraads o s TA S waa i de
poisnhagh st g bdpupetagupe

ir/
Carbon copy of or.2r also sent to:

' Hobbs oCC X
Artesia OCC

Aztec OCC
OTHER Mr. Richard Morris




BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE OF NEBW MEXICO

:IN THR MATTER OF THE HEBARING
CALLED BY THE OIL CONSERVATION

‘COMMISSION OF NKEW MEXICO FOR

<THE PURPOSE OF CONSINERING:

CASE No. 2655
Order No. R-2339°

'APPLICATION OF MARTIN YATES III AND
'S. P. YATES FOR COMPULSORY POOLING,
'LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

|BY_THE COMMISSION:

i This cause came on for heaxing at 9 o'clock a.m. on

‘october 10, 1962, at Santa Fe, New Mexico, before Daniel S. Nutter,

i
i

‘Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinufter referred to as the "Commission," in accordance
with Rule 1214 of the Commission Rules and Ragulations.

; Now. on this__18th day of October, 1962, the Commigsion,
ia quoxum being praesent., having concidered.the. application, the
‘evidencny adduced, and the xecommendations of the Examiner,
Danial 8. Nutter, and being fully advised in the premiaes.

:
i

FINDS: 1
! ;
f C 1) That dus rahlia notice having hean given as roguired by !
ilaw, the Commisaion has Ju:isﬂic+*on of thieg cause and the suhject

natter thereof.

? (2) That tha applicants, Martin Yates III and S. P, Yates,
seek an order pooling all mineral interests in the Lusk-Strawn
'Pool in the NE/4 of Section 30, Township 1$ South, Range 32 Rast,
"NMPM, Lea County, New Maxico, to form a standard l60-acre unit
iin said pool to be dedicated to their Pederal Elliott-Hall Wbll,
ipresently being drilled at a location 660 feat from the North
iline and 660 feet from the East line of said Section 30.

rl

I (3) That applicants are the owners of the NE/4 NE/4 and
ISW/4 NE/4 of said Section 30, and Phillips Patroleum Company and
'Kexr~McGee Industries, Inc. are joint owners of the NW/4 NE/4
'and the SE/4 RE/4 of gaid Section 30.

{4) That prior to the hearing, all owners had consented to
zthe drilling of sald Federal RBlliott~Hall Well No, 1, with the
lexception of Kerr-McGee Industries, Inc. Further, that Kerr-
McGee Industries, Inc. by statement of counsel at the hearing
ﬁindicated that it does not oppose the pooling action herein
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CASE No. 2655
1brder ¥Wo. R=2339

raquested, but does oppose the estimate of risk factor involved.

i (5) . That to evoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the ownor of each
:Anterest in the NE/4 of Section 30, Township 19 south, Range 32
‘Eagt the opportunity to recover or receive without unnecessary
gexpense his just and fair share of the oil and gas in the Lusk-
‘8trawn Pool, the subject application should be approved and the
:l60-~acre unit dedicated to applicants' Federal Elliott-Hall well
o, 1, presently drilling to the sStrawn formation in the NE/4

:mn/~ vi saia section 30,

f : (6) That the evidence presented in this case indizates that
the subject well will cost approximataely $161,610 for a dry hole
"in the Strawn or $232,600 for a completed producer in the Strawn,
“Further, that these estimated costs were not contested in the
,hsaring and do appear to the Commission to be reasonable.

: (7) That the applicants seek permission to withhold the

. proceaeds from prodiction attributable to each non-consenting
/working interest until such time as each interest's share of the
icosts of said well has been recovered, plus 50 percent thereof
\as a charge for the risk involved in the drilling of the well.

? ~ (8) That the unproved struétural position of the subject

arm1l  &akon 435 uvnn&uwaub&un with ity distance rrom the nearest
Stfaﬁﬁ producer and with the risk involved in encountering suffi-
‘cient permeability, porosity, and raeserves in the Strawn formation.
.to obtain a commercial well, indicates a 50 percent charge for 1
,risk to be reasonable.

(9) That $100,00 _psr month should be fixed as the reason—
table gest . cf Sperating Tthe subjectc well, and each non=consonting
working interest owner should be assessed with its share of such
cost, to be prid out of production.

Q (10} That to avoid the aforementioned 50 percent risk factor,
“any non-consenting working interest owner should be afforded the
ropportunity to pay its share of the anticipated drxy hole costs of
*$161.610 within 15 days after the d»' .2 of entxy of this order, ;
~subject to an adjustment to the actual well costs within 30 days
‘aftexr receipt of an itemized tabulation of actual total well

’COS@S.

;.

S (11) That Kerr-McGee Industries, Inc., should notify the
tapplicants, Martin Yates III amd S. P. Yates, and the Commission
‘within 15 days after the date of entry of this order as to whether!
it nas elected to pay its share of the aforesaid anticipated dxy

éhole costea.

“ (12) That the applicants, Martin Yates III and 8. P. Yatas,
should furnish the Commission and each working interest owner
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'Order No. R-2339

in the subject unit an itemized tabulation of the total well costs’
~within 30 days after the date of completion of the well. ‘

: (13) That Maxtin Yates III and 8. P. Yates should be desig-
nated the operators of tha unit,

5 22,£§_2§§B§EQB§_932§5§Q'

i {1) ‘I‘hat all wineral interests., whatavar thay may b3, ia
the Strawn formation underlying the NE/4 of Section 30, Township
19 South, Range 32 Bast, NMPM, lLea County, HNew Mexico, are hareby
‘poocled to form a 180-acre Lugk-Strawn Pool oll proration unit. .
;8aid unit shall be dedicated to the Martin Yates III - S, P, Yates.
Fedefal Elliott-Hall Well No. 1, located in the NB/4 NEB/4 of said |
Sect on 30. :

; (2) That Martin Yates III and S. P. Yates are hereby desig-|
.nated the operators of said unit. :

i (3) That Martin Yates III and S, P, Yates are hereby authox+
'izod to withhold the proceeds from production attributable to oach
;non-consanting working interest until such time as each such :
i interest's share of the actual well costs has been recovered, plus:
(50 porcent thexeof as a chaxge “cr the risk involved in the driil-

i
i ii‘ag' Of the welil,
l
{

(4) That £100.00 per month is fixed as the cost of opera=~
ting the subject well, and Martin Yates IXX and S, P. Yates are
{hareby authorxized to withhold from production the proportionate
.ghara of such cost attributable to aeach non-conssniing workiag

i jinterest,

” (5) That any non-consenting working interest owner shall
shlva the right to elect to pay Maxtin Yates III and 8. P, Yates
iits proportionate share of $161,610 within 15 days after the

date of entry of this orxrdex, subject to a subsequent adjustment
;a8 to actual costs. In tlie event such election is made, the
Conmission shall also be notified, and the 50 percent risk factor .
ordered in Paxagraph 3 of this order will be inapplicablae. [

{(6) That the applieants shall furnish the Commission and |
each working interegt ownerxr in the subject unit an itemized
schedule of well costs within 30 days after the date of conplotion,ﬁ

of the subject well.

? (5) That jurisdiction of this cause i1s retained for the
;antry of such furthexr oxrders as the Commission may deem necessary.;
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order No. R-2339
DONE at Faxmington, New Mexico, on the day and year herein-

above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

S hr—

EDWIN L. MECHEM, Chaixman

-

Yy

5 o LS4
C T (AT
 E. 5. WALKER e

e
/ ’?’Z /;4 '/’A’. /" /);\/
A. L. PORTER, Jr., Member & secretary

osx/




- BREFORE THE
OIL CONSHERVATION COMMISSION
Santa Fe, New Mexico
October 10, 1962

',

Lo . - EXAMINER HEARING

TN' THE MATTER OF:

FARMINGTON, N,
PHONE 232%.1182

Application of Martin Yates III and
S. P, Yates for compulsory pooling,

~ Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order
force pooling all mineral interests in
the Lusk-Strawn Pool to Fform a l60-acre
0il proration unit comprising the NE/k
of Section 30, Township 19 South, Range
32 Bast, Lca County, New Mexico, to be
dedicated to a well to be drilled in
the NE/4 NE/i of said Section 30.
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Case 2655

L R S NPT NG N WP S I S

SANTA FE, N. M.
PHONE 983.3971

BEFORE: Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

MR. NUTTER: Case 2655,
°MR. LOSEE: A. J. Losee, Losee & Stewart, Artesia,
representing the Applicants. At this point I'm the only witness

that can testify. I'm satisfied my clients are here. They were

DEARNﬁLEY;ME:IER REPORTING SERVICE, Inc.

here last night.

ALBUQUERIIVE, ‘N, M
PHONE :43.66%1

MR, NUTTER: Any other appéarancesrin this case?

L (
{ e | MR. MORRIS: Yes, sir, Richard Morris of Seth, Mont-
N 5
e gomery, Federici & Andrews, appearing for Kerr-McGee Industries,
IR With me is Mr. Francis Irvine of the Oklahoma City Kerr, Conn &
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FARMINGTOMN ) N, ™,
PHONE 325.1182

TING SERVICE, Inc.

r

SANTA FE, N. M..
PHONE 983.3971

DEARNLEY-MEIER REPOR

ALE UQUERQUE, N, M,
PRONE 243.6671

Davis, also representing Kerr-McGee Industries., We may wish to
present some testimony"ét the conclusion of the Applicantt!s case,
MR. LOSEZ: At this time, if agreeable with other
appearances, I'd like to ask that it be continued. If you'll
give me a mipute I'llkgo céii‘my witnesses.
| “MR. NUTTER: Have you got your wiﬁhesses here for 2656?
Let s put this case in abeyance for two or three minutes and
call Case 2656. |
(Whereupon, testimony in Case 2656 was presented.)
MR, NUTTER: Let's recall this Case 2655 again. We've
called this case before and had the apvearances entered.
(Witneés sworn.)
(Whereupon, Applicantts Exhibitg
1 through 7 were marked for
identification.)

Ho N. SWEENEY

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

follows:

DIRECT sXAMINATION

BY MR. LOSEE:

N\

Q vState your name, please.
A He N. Sweeney.
Q Where do you live, Mr. Sweeney?

A 1905 South Washington, Roswell.

—
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FARMINGTON, N, M.
PHONE 325-11R2

SANTA FE, N. M.
PHONE 983.3971

Y-MEIER REPORTING SERVICE, Inc.

A2
i

DEARNLE

$43.63931

PHONE

Q what is your occupation?

A I'm an independent geologist,
& lave you ever vesiiiieG Delose this Commissilon?

A‘ Yes, sir, I have,

Q Have your qualifications been accepted at that time?

A They were.,
‘MR, LOSEE: Are Mr. Sweeney's qualifications accepted?
MR. NUTTER: Yes, sir, please proceed.

Q (By Mr. Losee) Please refer tokﬁhat has been marked

as Exhibit No. 1. Does this map portray the wofking interest
ownership, or purport to, in Section 30, Township 19 South,
Range 32 East, Lea Couni}, New Mekiéo? |

A Yes, sir.

Q The quarter section which is the subject’of this appli-
cation is the Northeast Quarter of that section. Would you state
for the record the ownérSHip of each L0-acre tract within'ﬁﬁét

quarter section?

A There are four separate leases in four 40-acre tracts
within the Northeast QUarter,of‘hhiéE the Northeast Quarter and
the Southwest Quarter is held by the Yates, the Northwest Quarter
and Southeast Quarter are held jointly by Phillips and Kerr-McGee.

Q Does this map purport to portray aﬁy geology with

respect to this Strawn, Lusk-Strawn Pool?
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FARMINGTON, N, ™[
PHONE 32%.1180

SANTA FE, N.:M
PHONE 983.3971

DEARNILEY-MEIER REPORTING SER’VICE, Inc.

ALBUQUERQUE, N, M,
. PHONE 243.6691

A Yes, oir, it's my interpretation oi the structure
based on the controls that we have at this time.

Q what controls, Mr. Sweeney?

A ihere’s been eight wells drilled in the area somewiai -
widgly spaced and genefally on a direct line, but based upon the

top of the Strawn on those eight wells this map has been con=-

structed.

Q  How many wells have been completed in the Strawn in
this pool?

A o There are fohﬁ'gnnd'onéS'aﬁd”CWO marginal wells and
two dry holes in this area.

0. What are the good wells, the names of the wells?

A The E1 Paso Lusk 1, 2 and 3, and the El Paso Southern

California No. 1.

Q You have noted on this map the words nLusk Deep Unit™?
At" YeS.
Q Is that area outlined? A Yes, sir.

Q  Is that the dotted lines of which this Section 30 lies

" directly south of?

A Right.

Q Now, in the northwest corner of the map you have a

note, "The Greénwood Unit". Is that another federaily-apprOVéd

unit?




DEARNLEY-MEIER REPORTIN(

ALBUQUEROUI:_' N. M,

SERVICE, Inc.

~
F

FARMINGTON N M'
PHONE 325.11RZ!

SANTA FE, N. M.
PHONE 983.397)

PHONE 24:3.669)

A Yes, sir.

Q You stated that Yates owned two 40~acre tracts in this
160 -acre unit. Woull you state how this acreage was acquired?
A This is a farmout from Edna Hall and Frank Eliiott.

Shall I go into details?

Q  Go into a little general terms of the farmout, if you
would, please; A

A ' This is an area I have been-stﬁdying for a long time,
aml about the first of June I started to wofk to put together a
deal here in Section 30, and succeeded in ¢ ‘
from Edna Allen Hall and Frank Elliott of these two 4O's and
an additional 80 in the Southwest Quarter of the section. It

was obvious that since we were subject to the Strawn spacing

order that we would either need a farmout from Phillips and

‘Kerr-McGee or their joinder in a well, and they were first con-

tacted, Phillips was on June 18, I believe is the date, and they
asked me to wriite them & lottor indicating, that is Mr, ﬁéilord |
with ?hillips that I talked to, and he said that they probably
would farm it out and asked ﬁe to wrifekhih a letter.

Q Let me stop you a minute. "Now, the terms of your deal
with Elliott, Hall, did it have any drilling obligation?

A Yes, sir. It required the well to be commenced by

September 13,
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SANTA FE, N M.
PHONE 983.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEIQUE, N, M,
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FARMINGTON, N, M
PHONE 32%5.1122

Q And did you go to what depth?
A To the Strawn. |
MR. NUTTER: Thatts Seotember 13 of 19622

A Yes, sir.

Q Did it also by doing that, how much acreage did the
Yates earn,all of the acreage from the top to the bottom under
that farmout, by drilling the Strawn well? |

A ‘No, sir, they only earned one hundred feet below the
depth drilled, but with a Strawn well,

Q Did it have any provision for a Morrow well?

A Yes, sir, in the event a Morrow well was drilled, then

all rights would be earned.

Q The commencement déte, I believe you gave,IWas Septem-

ber 13, 1962. Has that been extended?

A That_has been subsequently extended to October lst,

1962.
Q You mentioned the Morrow,lis that of the Pehhsylvanian
fofmation?
A Yes, sir, that's the Ponnsylvanian scrics.
Q Are there any Morrow wells completed in this area that

are shown on your map?

A Yes. There are three completions in the Morrow in this

area, Those are the Lusk 2, the Lusk 3 and the Southern Californ

@
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No. 1. The Shell Middleton is completed in the Morrow for a
very marginal well, probably less than a million a day. All
three of the Pan American wells on the map have penetrated the

MOrrow. s completion attemot is presently being made on the

well in Section 27 in the Plains Unit well; they had a very small

FARMINGTON, N, M
PHONE 325.1182

show on a drill stem test in the Plains Unit.
Q Let me take you back to where you were when I inter=-

rupted you and go ahead with the negotiations that took place

for the drilling of this well.

S
—
S
P—
—~
&<
: &y
: w
. - = A As I understand, I first asked Phillips for a farmout,
< = ,
3 B~ .k _
& 28 and on or about June 28 Phillips called me and rejected a rarii-
O it |
gs <u |- out, but said they might join in the well, which I requested
Zo
s u L
o
o that they consider a joinder., On July 5th Phillips wrote me
S :
Eg saying that they preferred not to go anything at this time.
1 EE There were two conversations between, with Phillips between the
» E3 5th and the 20th, and on the 20th I went to Midland tc discuss
o =
; = e L
- & the matter with their management, and on the 24th wrote
-t S . : - ‘
R Eg i§ Phillips setting out a proposal for a well in this area with
f? §;' proposed allnacation of cost for a Strawn and a Morrow well, and
- 35 ‘ :
2z v
- <® a copy of that went to Kerr-McGee.
‘; Two days later Phillips called me and suggested that we have
= a meeting of all the interested parties in' this area since my

conversation with the other companies involved, incidentally,

e
) | @
.
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eight.

Qithin this section there were nine different leases and
different owners, and all of the owners in the area felt that
5i9~7enAg wéSfbrobably a reasonable spacing on the Morrow,
although no spacing had been set, éndrﬁhat‘énjiéomﬁﬁﬁitléabiou'or
Morrow interests should be on a 6ho-acré basis. So it was
hecessary to get everyone within the section at the meeting.,
Gulf had one QO—aére interest in there which we acquired, the
other companies involved were Phillips, Kerr-icGee, Delhi-Taylor,
Shéllland Yates Petroleum, whowere all present at the meeting
that was held in Midland on July 30,

There were several conversations, including two with Kerr-
McGee prior to that meeting on July 30, and at that time we were
prepared to drill a Strawn test, but it was the concensus ét
the meeting that if this test was taken to the Strawn it ought
to go to the Morrow, and I believe that all the operatofs’ rep-

resentatives preseni exp thamsalves to that end and we

reached a general agreement at thati meeting on July 30;0n‘£he
allocation of costs between the Strawn inﬁerests and the Morrow
interests which would be dif
On August the lst a report on that meeting,in detail, of the
discussion and proposals was mailed to all parties and there was,

my next conversation with Kerr-McGee was on the li4th of August,

I believe, and I was informed that Kerr-McGee would not reach




PAGE 10

FARMINGYON, N."w,
PHONE 325.11£2

SANTA FE, N. M.
PHONE 983.3971

R T

DEARNLEY-MEIER REPORTINC SERVICE, Inc.

ALBUDUERIUE, N, M,
PHONE 243-6691

sne out of Phillivs as -
WiLe AW RVE VR VY n

ni joinder

[
-
T
vt
Q
U
cr
<
(s
=
]
’.l
-

any decision until we had
in the project, and didn't intend to process it further until
Phillips had made up their mind. Phillips held ah undivided
hélf ihféresb wiﬁh Kérr-ﬁcdée.’ Onwthe 23rd I talked to them
again, on the 28th we mailed .out an estimated cost of the well,
and this is August 28! mind you, and our proposed date for start-
ing at that time was September 13. |

MR, NUTTER: This is the estimated cost to go to the
Morrow?

CRNN st PO Y o LT Py e L R e B A g S T e
i, and to the JtiGwile  We Seliv LOW Ligul’es ailu

o=
-
i
(]
-
4]
[
-
-

we also sent a copy of our drilling bit proposal. The Yates

brothers asked for bids on the well at that time because. our

time was getting so short. Just about this time we realized that
we weren?t going to make that September 13 deadline and asked for
andfreceived an extension to October lst, with some reluctance
from the peoplg’whoracpually farmed it out to us.
On September 3rd I wrote Phillips giving some additional
figures on allocation of costs-with a copy of that going to
irKerr;McGee, and on that date wgrreCeived a wire from Philiips
approving joindef'by Phillipé in a‘MorroQ test, On September 5th
we mailed an operating agreement to all parties exceﬁt, thatts

joint operating agreemént for both Strawn and Morrow, and I

personally took KengMéGee's copy to Amarillo to be sure that
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they got it and to further digcuszs : thiis thng since they ware

the only ones of the interested parties at that time who hadntt

approved this Morrow tesr o , , "
E e R T L u T

At that time we called a meeting, we set up a meeting for

September the 11th, of all of the operators interested in the

FARMINGYON, N. m
PHONE 32s.% az

pProject, and trat was held in Artesia on September 11, and every-

one was there, hag representatives there except Kerr-McGee, and

ICE, Inc.

we reached general agreement among the othep companies as to the

various changes to be made in the operating agreement and

Proper allocation of ecnsts formuls wiriéh is rather complex.,

N
5
7]
S
& i3 Q Let me interrupt you just a minute. At that point you
g Q;§ . .
A cu had an agreement to drill a Morrow well?
A Yes, sir,
] o
= Q Briefly what are the terms of that agreement that all
Es ,
:? “the parties except Kerr-McGee had agreed ‘upon?
N
o~
53 A Actually the agreement was loaded in favor of the Strawn
& co
- Qﬁ owners, that Phllllpb and Kerr-McGee, where we felt from the
- w,h
i Eg ;g’ start we had to have them in the project. It worked out that
-7 §f the Strawn is the primary objective in here, the Morrow is, T
- 26| |
» it would say is almost a marginal project, much greater hazard on a
Morrow test than on the Strawn,
¥ i ] ’
i Our allocation of cost formula actually flgured out that
e
i on a dry hole the Strawn owners vould actually pay $86,000 and thé
; . J
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~ cause we had an October 1st spuddihg date. That was signed by

lorrow owners 313%,000, even though the Strawn owners were shoot-
ing for much greater reserves than Morrow.
’/Q Was there a dry hole conp;ibgp;qp ?Qrthgugprawn?‘,
A Yes., That was figured in in the allocation of costs.

That was the Morrow owners contribution toward drilling the hole

to the Strawn,

Q How much a foot was that contribution?

A Eight dollars a foot.

Q Go on back to your negotiations again,

A After our meeting on September 11 I called Mr. McKinney

at Amarillo to inform him what went on-at the meeting and ask as

to the status of the deal with Kerr-McGee, and was told that it

had been submitted to Oklahoma City, presumably with his recommend
ation, but they did not have approval from their Oklahoma City

headquarters. The next day I was in Oklahoma City and called

Kerr-McGee's office and spent some time discussing the deal with
Mr. Curtis of Kerr—M;Cee, and felt that there were a number of
things about it which they possibly didn 't gnderstand'that I
could clear up. A} |

Well, oh that same day before I actually got back towRoswell,

Kerr-McGee wired the Yates saying that they preferred to defer

L L
LU

the test. Of course, we didntt“Lave any choice at that time be-
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Mr. J. C. Finley, and we called Mr. Finley and made an appoint=-
ment with him, and on September 17, S. P. Yates and Martin Yates

and I flew to Oklahoma City and went over the entire thing

5
LY L X % ™a
Y

“with Mr. Finley and ne agreed Lu resubiii, M.

N, M,

tion manager of Kerr-lMcGee, and he agreed to resubmit the

FARMINGTOL!,
PHONE 32%.t1412

project to their management.

On the 2lst, four days later, we received a wire from Kerr-
McGee offering us $10,160 dry hole money on a $358,000 well,
which we felt was an inadequate offer, and since we couldn't
drill the Morrow without pooling this 160 due to the spacing
order to which we are subject, we would only get three-quarters

of an allowable without the joinder of Kerr-lcGee's interest,

SANTA FE. N. M.
PHONE 983.397)

so that we felt that since our well was slated to be started we
are making efforts to get the well started and to avoid. giving
Kerr-McGee an entire free ride to look at the Strawn, at that
time we filed éniapplication for the forced pooling.

MR. NUTTER: Kerr-McGee offered how much?

A $10,160 on a 12,700 foot test. That's dry hole money.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEFQUE, N, M.

NUTTRER: But that's on the Morrow test or --

PHONE 243.6691
I
fos)

&

A For the Morrow test.
Q For the Morrow test.only?

A For the entire well.

"MR. NUTTER: For the entire well?
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A Yes.

Q Please refer to #xhibit &L and state if that is the
first telegram that you mentioned that you received from Kerr-
vicGees-

A That's tlie one.

FARMINGTON, N. M
PHONE 325.1182

Q  This is the telegram in which they stated they pre-

ferred to defer drilling of the well, you received it on September

5
]
| &
; O
] .
8 ~ 132
QL Q: 3'
" 5% A Yes.
2 - é? Q Please refer to what has been marked Exhibit 5. State
~ SRR
. S; ig if that is the second telegram, and if so, read it into the
S Qs |
Ay uw | record, please,
3 § 30
A Yes, this telegram is dated September 21, it was re-
RS . \
b = ceived at 4:07 P.M., that was on a Friday, addressed to S. P.
b4 b I I
s
2§ Yates., M"Re: Proposed Morrow test, Northeast, Northeast Section
P >; ’ b ?
Eg 30, 10 South, 32 East, Lea County, New Mexico., If you spud the
= , 4 -
R EE above test within ten days from date herecf and diligently test
. < . . ‘ ;
S E§ ;g all formations down to and including the Morrow formation, we will
. 53 b ; \, ’
R £ contribute 80 cents. per foot dry hole money, not to exceed
i 22z . : : :
P ] , 3 ~ e
. i¢ $10,160,00, with the understanding (1) that, in consideration

thereof, you will waive your right to force pool Sectidﬁ 30

against Kerp-McGee and (2) you will support 160-acre spacing for

the Strawn reSeerir embrébing the Northeast Quarter of Section
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”VSQQpiﬁgN3O and pay its share of the actual cost of drilling

“and completing same and théreby become the owner of its propor-

‘acres in the proration unit established by the State of New

30, 19 South, 32 East and if the well produces allow Kerr-McGee

the option to contribute its leases in the Northwest Quarter of

tionate interest in the unit well and (3) you will request and
support with reasonable efforts 6L0-acre Mo:row spacing embracing
the entire Section 30, 19 South, 32 East and if the proposed
test produces allow Kerr-McGee thé option to contribute its leaseg
jin Section 30 and pay its proportionate share of the actual cost
of drilling and Completing same and thereby become owner of its
proportionate part of the unit well, such interest to be equal

to the ratio of net acres owned by Kerr-McGee to the total net

Mexico 0il Conservation Commission. In the event Kerr-McGee
elects not to exercise its option with respect to either the
Strawn ‘or Morrow, its acreage will be placed in the proration
unit and you will be allowed to recoup from-pfoduction 100 per-
cent of Ké}r—McGee's shareidf operating cost and surface equipment
béyond’thé well head and 125 percent of Kerr-lcGeets share of the
cost of drilling and equipping the well through the well hqgﬂﬁg
Tf the ahove is acceptable to you, please so advise by wiré and

we will draft a definitive letter agreement formalizing these

terms. Your acceptance must reach us by midnight September 24,




PAGE -
,,,,,,,,,,,, 16
1962," Signed Breene M. Kerr, Kerr-lcGee Oil Industries, Inc.
Q You have in your earlier testimony referred to Yates
brothers. To correct the record, is it actually Martin Yates,
. e : o e '
z - ITII ond S, P., III?
5 a :
g; A Yes.,
0
it
. Q That is cortect, they are the owners of this farmout
- from Elliott and Hall?
f: A Right.
E, ‘ Q Have they caused the title to this Northeast Quarter
. . : -
4 of Section 30 to be examined?
| <5 A They ha
29 ey have,
¥a -
gg Q And are these the owners of working overriding royalty
%X
[N

and royalty intereéts‘in this 1602 The ‘United States is the
lessor,. Joseph L. McLennan is an overriding royalty and Elliott
and Hall was an overriding with a right to back in for a work-
;ng interest, H. N, Sweeney witﬁ(a back in on working interest
and‘S. P. Yétes éhdeéftin Yates, IiI askthe working intéreét

owners under the 2 40's described as the Northeast, Northeast

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

and the Southwest, Northeast, and Phillips Petroleum Company

PAONE 243.6691

and Kerr-McGee 0il Industries as owners of undivided one-half

interest each in the Northwest, Northeast, Northeast of that

- Section 307

A I believe therets an additional one percent royalty
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on one 40 held by Phillips, but otherwise according to my

"attorney that's correct.

Have all of those people agreed to communitize their

ihterest for tﬁe’drillingmof“a_Syrawn well?

FARMINGTON | N, M,
PHMONE 32 35.1182

Except Kerr-lcGee.

You mentioned the United States Geological Survey.

Have you discussed with them the communitication of their leases

for the Strawn Pool?

I have. Mr, John Anderson, supervisor of the United

States Geological Survey office at Rouwell, the Regional Office,

said that it would be a routine matter to approve it in a few

' minutes with the commitment of all the parties.’

SANTA FE. N. M.
PHONE 983.3971

Are you familiar with the 0il Conservation Commission

rules which established the Lusk-Strawn Pool and prescribed the

spacing and proration units?

DEAENLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

Yes, sir,

Was it Order No, R-1840 which initially established the

I believe that's right,

Did that order define the pool as being the Northeast

Quarter of Section 19 in Township 19 South, Range 32 East?

Yes, sir,

. Then the subsequent order of the Commission establishing

A A 4
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spacing for that pool, was that R-2175-B?

A I believe that's correcg.

Q  Did that establish 160-acre spacing?

A,“,JI believe that first srder sctahliched 80 acies.

Q  Well, the B order did that, R-2175-B, that's not the
one that authorized 160-acre spacing?

A The last order was 160 acres.

Q Does that apply for drilling and sapcing and proration

units for wells within the pool and within one mile of the

exterior boundaries?

A That!s right.

Q You had.a commitment date of October lst, did the Yates
commence drilling this well,and if so, what is its location?

A The well was spudded’ééo feet from the north and east
lines of Section 30 at 10:30 P.,M. on September 27. It's
presently at a total depth of 3715 and preparing to run intermed;

iate casing.

Q Please refer to what has been marked as Exhibit No., 2

and state what that is.

A Thié is the notice to the United StateéyGeological
Survey of intention to arill the Federal Elliott Hall No. 1, whic}
has been approved by the United States Geological Survey.

Q Please refer to Exhibitwj.

=8

v Tl
LRV UL
b -




A Exhibit 3 is well location and acreage dedication plat
‘Which was filed with the notice of intention to drill.

Q Is that for this Strawn test well that you are testify-
g wilh respect to? h |

A It is.

4

Q What acreage is dedicated to the well?

FARMINGTON, !, m,
PHONE 325. 182

A The Northeast Quarter,
Of this Section 307 A Right.

Q
Q So far in the drilling of this well have you encounter-

ed any problems?

R

A Yes+ There's a lost circulation zone at approximately

2900 feet which has been encountered in all the wells, and we

SANYA FE, N, M.
PHONE 983-3971

have drilled appfbkimately 800 feet of this well without returns,
and while we originally intended to set 4400 feet, it'é beeﬁ
decideﬁ‘that we will run our iﬁtefmediate string at our present
total dépth of 5713.

Q What factors would’you say' in the drilling of this

well would be determinative of the risk that Yates might incur

DEARNLEY-MEIER REPORTING SERVICE, Inc. |

ALBUQUERQUE, N, M,
o

PHONE 243.6691

interest owners?

A Well, every well is a risk. This is certainly not a
field well. It's a step out from production of almost a mile

from two different wells. Our structural interpretation that is

)




PAGE 20

shown on Exhibit 1 has rather scant controls and could change

radically, but our greatest risk, and which has been shown by the

marginal wells and dry holes in the area, is not of structure as

it is of porosity and permeabilitv. The two wells farthest north

in the field, the Greenwood Unit No. 7 and No. 8 are almost

FARMINGTON, N, ™
PHONE 32‘5-1182

lacking in porosity in the Strawn, although these are high wells,

actually. Much hisher than other wells in the field that are
producing. .

The SheliAMiddletOn 1 Well in Section 18 apparently had good
porosit&, but the performance of the wellbﬁas indicated a lack of
permeability. In spite of a gooﬁ}porosity section, that is

»ied

definitely a marginal well, probably due to lack of permeability.,

SANTA FE, N. b
PHONE 983.3971

The Pan American Plains Unit Well in Section 27 is only
140 feet low to the producing well in Section 29, which is well

above the oil column of the Bl Paso Natural Gas well in Section

29, but it would be expected to produce from its structural posi-

tion, but they encountered a completc lack of ‘porosity in that

well in Section 27, and that is our major hazard, I believe, even

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

more so than changes in structure, which, due to the lack of

PHOME 243.66931

controls, could occur very rapidly here, but we're almost a mile

from the nearest well and a lot of changes in porosity-can

- happen within a mile.

MR, NUTTER: We'tll rocoss until 1:30 P.M.

N
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~bhoth the dry.holes and marginal wells.‘have”proved that the field

(Whereupon, a recess was taken.)

MR. NUTTRR:. The héaviriz will come to order, vplease.,

Before continuing with Case No. 2655, we will reopen 2656.
(Whereupon, further iestimouy in Case No. 2656 was
presented., )
MR. NUTTER: We will resume Case No. 2655,

Q . (By Mr. Losee) You are the same H. A. Sweeney that was
testifying before lunch in this”case,’aré you not?

A Yes, sir,

Q I believe at that time you were explaining your views
on the geology which would contribute to the risk factor in this
forced pooling case. Would you care to continue on any’State-
ments about geology?

A There's a lot we don't know about this field, naturally,
with only four good wells that are approxiﬁately, oh, three miles
abért,‘aﬁd all on a direct line. The wells that4ﬁave been drilleq,

-l

is not structurally controlled., Ifm familiar with the Strawn
carbonate reservoir field in Midland County, the Strawn field
which extends over a length of‘approximately ten miles, and in no

place is it more than a half a mile wide, the porosity zone.

I think we have to récognize that that could happer'here., It?s

not an uncommon matier to have a porosity trend of rather narrow
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‘extent and our well is the first one, well, not the first-one,

we are off the porosity trend which has been established by the
four comblet ad w%l1s: and T think therata a verv substantial
risk factor involved that our well will either show the porosity

extends over in that direction or it doesnt't.

FARMINGTON, N. M
PHONE 32%.1102

Q  Mr. Sweeney, I see on your Exhibit 1 you have in this
deep unit a Well No. k. TIs that a drilling well?

A Yes, it was probably spudded this week end.

Q In the first telegram of Kerr-McGee they mentioned they
preferred to defer the driliing of your wéll in the Northeast,
Northeast of 30 uﬁtil a well was completed and they gave the

location. Is that the Well No. 4 that's shown there?

SANTA FE, N. M.
PHONE 983.3971

A I presume, and my reaction actually is that that is an
excuse and not a reason and that well is roughly a mile away

from our well and will tell us nothing about the porosity con-
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ALBUQUERQUE, N. M,
*HONE 2a43.

‘ditions inour well, and iy hivwledge of Ulie
Kerr-McGee has a very small interest in that well.

Q  Well, that- is the well, though, they were referring to?

5691

A' Yeb' !

Q How deep do you expect to encounter the Strawn in this

The porosity zone approximaiely 11,450, give or lake
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Q Do you consider that this is a field well under common
nomenclature?
A Oh,.définitcly, no.

S

Q Is there a possibility that in the drilling of this
well you might lose your hole?

A Yes, sir, there are some unusual driliing conditions in
this field and there'swéne well that Bl Paso drilled, their No.

2 well, which while the normal estimates for Morrow well in tﬁzs
area run in the neighborhood of $355,000 to $360,000, that El
Paso No. 2 Well Itve beenrinformed actually cost $&50,000,

Q  What conditions exist in this area which might make the
drilling more expensive or might result in losing the hole?

A The most critical and most common problem in there is
extfemely cavernéus porosity at the top of the Seven Rivers for-
mation, but is probably the Capitan Reef. That there'!s an in-
terval of, oh, 200 feet at»the top of this reef secpidn with
cavernous porosity and most of the wells drilled in this general
rea have completely lost circulaiion within this zone, and it's
virtually impossible to»éeal, and since that’reef section is
something like that 1700 feet thick and you might run into this
cavernous condition at anf point, although it hasn't been

e%taﬁii%héd”ﬁhat7thére's‘éhyfbélow dépth of about 3350 feet, the

operators, where they have been able to, have all set casing

©
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through the reef section at apvroximately 4500 feet.
Q Earlier in your testimony you mentioned the agreement
between all of the parties other than Kerr-licGee to drill this

Morrow fest wall,

A Yes.

Q Did the parties actually agree upon the ferm of an
operating agreement?

A Yes, sir, in general, and on allocation of costs, of

course, when Kerr-McGee refused to join it knocked that agreement

hat vui the window, because

¢t

out of the company, it knocked
these were major companies,without Kerr-McGee it made a‘different
basis and Qé just’ had to start all over again.

Q By throwing that out the window,bdid Yates also lose
the $8,00 a foot dry hole monéy? |

A Yes, sir, I presume so.

Q Did that operating agreement have what is commonly re-
ferré& to as a non-consent clause in it?

A Yes, sir.

Q Was that a penalty provision inserted in that égreement

for a party who would not participate in the &filling of a well?

: A Non-consent clause, yesS.
Q Did the parties agree upon that non-consent clause?
A Yes, they did. It was discussed and we reached agreement

R N S ST DR AP
AR S
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of the figure of 200%.

Q In other words, that's 200% value above the well head
equipment?

A That's right.,

Q And 100%.

FARMINGTON, N, «
PHONE 325.1162

A It's a hundred percent penalty. It's 200% retiring

to the operator taking the risk.

)

Q That 200% covers the cost of drilling and compleﬁing
the well other than the well head equipment?
A Thatis true.

Q Please refer to what has been marked Exhibit 5 and

state what that is.

SANTA FE, N, M,
PHONE 983.3971

A This is an AFE which was submitted to, that's authori--
zatién for expenditure which was submitted to all pa}tiés in-
voléed in this test showing the well costs estimate for a
Strawn test on this well,

Q Was that AFE approved by anyone other than Yates?

A Informally by everyone to whom it's been submitted,

"DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQIIE, N, M.

Q@  Who would that be?

PNMONLE 2:3.6691

A It would be Phillips, Shell, Delhi-Taylor.
Q Referring to page 3 of that exhibit, would you read

- into the record the tangible and intangible costs shown on this

AFE?
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A For a completed well in the Strawn, have a total in-
tangible cost of $145,800; tangible cost, $86,800; total cost,
$232,600 with a 10% contingency bringing our estimated costto

$255,860.,

Q Whatts the total cost for a dry hole?

A $177,707. 1 might add that there hasn't been a well

completed in the area yet for as little as this.,

Q ‘Please refer to what has been marked as Exhibit 6 and

state what that is.

A That is tche accounfing'procedure which was attached to

our proposed joint operating agreement,

Q Is this the joint operating agreement for the Strawn ang

Morrow test well?

A Let me amend, could I confer with you a minute? Actuals

ly, this is a copy of the accounting procedure attached to -our farm-

\ mhLere was no provision ror wells

ont agreement ith
above 8,000 feet in our joint operating agreement acéﬁally, be-
‘cause ip/didn't coﬁiemplate any joihﬁ wells,
Q Théﬁ is attached to what instrument?
A This accounting procedure was attached ta our operating
agreement with élliott’and Hall.

Q As it was made for the:purpoze of taking ca ¢ of the

situation that whéniEiiiott and Hail's override converted to a
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-

working interest tney would then be called upon bto pear a share

of the cost of operation of the well?

A Thatts true and we used oxactly the same figures in
A ’
— 7Y B T
7 our proposal on the joint'operabing agreement with the other
Zz ™
om ’ .
- %; operatorss
g i3 |
JE‘ Q 'But that is the g11iott and Hall now were the owners
= of that 1ease and when thevy rarmed it out'they attached their
R »
; EE accounting procedure to this agreement?
1 e | .
4 W A Right.
1 ) o S , _
‘ - EE Q Did'you'a;:’tho same accounting procedure and the same
- . F .
Eq ;ﬁ rates on the proposed Morrow agreement?
O 8
oy A Exactly with the exception that there was no need 1O
; B %0 ’ '
- &g "E | o ; G
» ’provide‘for wells above 8,000 feet as we had in the Elliott and
Eg Hall agreement.
=$ Q S0 that actually your only figures agreed upon in that
P ' , ;
) fﬁ wWore ynder the administrative overhead~3ection 212, was £300.00
. ' e ‘
- Ei on the drillirg well, $60.00 on the rirst ¢, 50 and K0T,
:'_ . ) .
= A Right. Shell representative, when he looked 2U those,
C @@ N
§¥" gald that he wouldn®u spiratera well for that little.
So o : A - :
<° Q Yyou say it was attached to'thls»prcposed Morrow operate

ing agreement. Did the other operators, Deihi-Taylor, Phillips

, andkShell'agrée to this accounting procedure form?

A They did.
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‘back in for half the working interest,

has farmed this acreage out to you?

With the rates? A They did.
Q Pid you ever make any offer to Kerr-McGee to farm out
their acreage to accept a farmout?
A I Gaid in my letter of .mly 2. which went to hoth
Phillips and Shell, I made the proposal that if they'did not
elect to join, that they farm out their acreage to me on the

basis of an eighthoverride until payout, and which they could comg

Q After payout? A After payout.

Q 'Is that a better deal for Kerr-McGee than Elliott-Hall

A Yes, it is.

Q In what respect does it differ?

A My agreement with Elliott and Hall is that they got
anreigﬁﬁ1override until payout and then have an opefation to
convert to a quarter working intefest after payout.

Q So that the offer you mide Feri-icGee is better in
that they could back in for one-half working interest rather
than the 25% Qorking interest?

A& Thatis rigit.

Q Do }ou have anything further you would like to staﬁe in

respect to this application?

A Oh, if I may express an opinion. I don't think the
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maximum penalty of 50% that the Commission is allowad to present

is really adequate for the risk involved in this particular

‘case, but if that's all we can get, I think we are entitled to it,

MR. LOSEE: The Applicant will move the introduction

of Ekxhibits 1 through 7.

MR. NUTTER: Applicant?s Exhibits 1 through 7 will be

& admitted in evidence.

(Whereupon, Apolicant's Exhibits
Nos. 1 through 7 were admitted
in evidence.)

MR, NUTTER: Does anyone have any’ questions of Mr.
Sweeney?
MR. IRVINE: I do.

"MR. NUTTER: Mr. Irvine.

CROSS EXAMINATION

BY MR. IRVINE:

Q Mr., Sweeney, ybu were speaking a little while ago of a
reef section that you say is present in these wells, and I believq
you stated eariier in yoﬁr testiﬁoﬁy thgt»it was présent in all
of the wells that had been completed? |

A Most of them, I said. The section has been present
Attt

and most of the wells of 1lost cirCulation in that zone have

encountered cavernous porosity.

W

Q A1l of the wells have been completed successfully to
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? . date I belicve you also said, did you not? l
[ A That's true, although the E1 Paso Southern California
"wWell No. 1 was delayed almost thirty days through this lost
:§ circulation zone in their driiling.
z.0
%% Q0 At the present time what dopth e the well that
_ X Yates is drilling, in the process of drilling?
' A 3715 feet,
Q I believe that based upon the testimony that you gave,

that youfve already drilled through this lost circulation zone,

have you not?

L ey

£
—
&y
-
oo
=
s
=
w
)
=3
S
S A The known lost circulation zone. We recognize the
i é§ i3
W @ . o o
B ¥ ;w possibility that we could still encounter cavernous porosity
Ry 28
* @ X
R e below where we are drilling pipe.
& ,
L,E Q But you have drilled through that that is known?
&
§§ A Yes, sir.
ES Q And you knew, I beg your pardon, not you, but Yates
gé knéw prior to the time 'that any of these proposals were made that
.| x '
Eg :g this lost circulation zone was present then, didn't you?
£ A Yes, sir.
3z
20 :
id Q This was taken --

A Let me qualify that., As I said, some of the wells did

e . not encounter lost circulation, the El Paso Lusk 3, for instance,

went throﬁgh it without‘difficulty. The,Southeranalifornia

T b




PAGE 31

No. 1 encountereq 4 tremendous amount of difficulty, We )

K

recognize the nossihiéity;we iidnve neCéSSarily‘know that we woul
/ lose circulation,
Q But you took that into ¢consideration in all of your

estimates, ang So forth, of the costs of these things?

PHONE 328.1182

FARMINGTON, N, .

A Yes, sir,
Q So that thatts g builtein factor into the cost of the

drilling of this well?

!
SER VICE, I

A 1t cantt pe estimated Precisely because we wouldnt¢

expect to be thirty days' work ang $1200,00 a day, or thereabouts

. M,
871

SANTA FE, N
PHONE 983.3

Q And they tpe N0 less involved in the well that Mr. Yates

MEIER REPORTING

is drilling ang which he know in advancs about, right?

A Tes, sir,

Q All right, sir, Iy Speaking of the dry’ hals money,

ARNLEY.

In]
Z

{
Di

what was Kerr-McGee tg share of $l77,000, some odd dollars, of dry

3-669!

hole money ?

{
ALBUQUERQUE,
PHONE 24

our proposal $33,000 for a Strawn dpy hole,

Q ALl right, ‘ A pet,

Q And Kerr-McGee g offer for a dfy hole on this rathep lgrgthy

.
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: f telegranm with vat’iq:gg_ Optionswas *ame ;’31’0,160, Was it nog?

A Yes, sir,

Q Al right, Thank you., Yvoy have Spoken that the Yatges

well wag not a fielq well priop to the time that the well, the Bl

N, oa,
s11Rp

5; Paso Southepn California o, 1 well, whicp is in Sectigy 29, was
. 3
] ,é) Ef drilled the three wells that wgre Present wWere in the Lusk Deep
Sﬁ Unit, the El Paso wells in the I;usk Deep Unjto

B E A That ig Correcy,

- g‘ Q Would You considep the Southern Cal ifornia well g

éb fielq well at the time it was drilledo ‘

‘ 5 £5 A No, sir, 7 dSnft think it yag,

2 :
8 55 Q Yet now that it ;4 drlll’_ed and hagsg eXtended the field
é? g‘g & well that 18 somewhat only slightly off the lme, but yet in
‘ ,%: between those two wells you stilj do not tonsider it awfield |

L&? welly

) L‘: A Welre g half 4 mile ofse the dj rect iine, Mp, Irvine / A I
 ~‘ ’ g | Q What ig youpr idea of the direct_;\'”_line of the Lusk po;’- ‘
N 35| osity in eny field? |
, S 55 A I think all we have Proven ig the Porosity and 1
j T §§ would say, 71 wouldn r¢ say necesSarlly that wetye Proven that the |

Mv field wil] tie togethep between the Lusk 3 and the Southern I
‘3

i ’Californ’ia No. 1, With vepy Scanty contpo) We have, there could

| ) II

. Very easily pe 4 Saddle in betyeen °F @ pinch~oug of Porosity,
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~a loss of porosity in that interval. ;I'd say in all likelihood
that that is one trend of porosity through there which is

virtually a straight line through the four wells, but I wouldntt

say it's proven.

Q - In your opinion these are the

FARMINGTON, N, ™
PHONE ' 325.1182

drea that would tend to show a Lusk porosity?

A Yes, sir, theytre the only, I would say commercial
wells in there out of eight that have been drilied.

Q  Now, you spoke a little while ago about the non consent

clause in this operating agreement and you spoke several times

about the operating agreement?

983.3971

A Yes.

SANTA FE. N. M.
PHONZ

Q Of which some part of it is attached as an exhibit

here, the accounting procedure? .

A That's a different one, Mr. Irvine. The operating

agreement that we orlglnally drew up was for joint Strawn and

H

S
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S
S
>
&
wn

QO
=
&~
S
A
<3}
&
&
=
=
=
P~
=]
e
<
o
A
Q

Morrow test. Of course, when Kerr-hcﬂoa rafn«od to join, that

threw our Morrow test out the window because we had to get our

Strawn well started, and so we are now drilling a Strawn test

ALBUOUEROUE, N, M,
PHONE 243.6691

and hope before we get down to the Strawn that possibly we can
negotiate with the various parties, renegotiate to go on to the

Morrow, but that is by no means assured

Q You spoke of the non consent clause, and I believe this

&)
N d
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time 'you were speaking about the operating agﬁsnﬁént that was

circulated to various parties?

A Yes,
S It provided for a 200%, I believe, non cénsent?
A Yes.
~Q  Who non consented to any vell arilled in this area

other than Kerr-icGee?

A I wouldn't say Kerr-kcGee non consented, they just re-

0 LN s
LuSeu wu Juilse
Q Well, we were a non consenter, then, were we not, to

the drilling of this well at least?

A It applies Lo subsequent wells, L don't see the pbiht.
Q I dontt see the point you put it in there for, and

that?s what I was going to ask you. UWhy were you speaking of it?

A Well, 200% has gotten to be so common a penalty for non
consent in operating agreements‘that Ross Martin prints it in
their form., I have seen those now as high as 400%,

Q You are not preswning that anvonc who might possibly

v
/

have been a non consent agreed to that? 1In other words, Kerr-
McGee did not agree to any such thing as that?
A Oh, I said you were not present at the meeting.

MR. IRVINE: I believe that's all we have. Thank you.

<
: . 3
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{ MR, NUTTER: Does anyone have any further questions of

Mr. Sweeney?

BY MR. NUTTER:

Q I want to get a codgle of things clear here in ny mind.
You stited that in your opinion the formula which was agreed to
by everyone that was present at the meetirg on September 11 was
actually ioaded in favor of the Strawn portion of\the provosed
test? |

A TYes, slr. Phillips and Kerr-iicGee would have a quarter
interest -in the Strawn under our proposal and an eighth in the
Morrow. kWe ha& trouble with both of them from the start, and in
our negotiatidh we had just felt it was necessary to give them
additional incentives to come in and, as it finally evolved, they
Qere getting quite a break.

‘Q You don't mean that they together would have a fourth,
each one would have a fourth?

A Each one would have a fourth.
Q Together they would have a half?

A Yes.,

Q We realize that Kerr-McGee was not preéent, but the
agreement was that the Strawi owners would pay $86,000%

A Oof a complete dry hole.

Q And the Morrow owners would pay what, $177,000, or




They add'togééhéf; %R22,000 1y,
£ which the Stfawn Own
woul pay $136,ooq:

By the Mopp,

W owners
outSide the 160,

s do you Mean the Moz*row

Pany g,..

o4

¢eable to the
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Strawn

ment, but

Petroleum Company is agreeable to the Strawn test that'!s under

way at the present time?

-

wells that had been drilled in this area, in your opinion four

were gdod Strawn wells?

A

Q

No. 1 Southern California?

" A

O

k=g

- »]

A

7, the one fartheét~to the northwest.

Q
A

tcet or not. Is there, Mr. Losee?

MR. LOSEE: No. I think not. It's merely his state-
I will introduce a tslegram.

MR. NUTTER: There will be evidence that Phillips

MR. LOSEZ: Yes.

(By Mr. Nutter) Mr. Sweeney, you said that of the

Yes, sir.

They wére the No. 1, 2 and 3 Lusk Deep Unit and. the

Right.

You said two were marglnal what are thec two marginal?
The Shell No. 1 Middleton.

That's maralnal in the Strawn as we‘l as the Morrow?

Yes, 1t's marglnal in the Strawn and sick in the Morrow

And sick in the Morrow.

And then the Greenwood Unit, Pan Americants Greenwood

Is it completed in the Strawn?

Yes.
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FARMINGYON, N, ™,
PHONE 325.1182

Inc.
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SANTA FE, N. M,
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'Q Itt's marginal?

A Yes, they have a pump on it. It's pumping about 75
“Varrels a day. B o
Q You also said tﬁere were two dry holes that would be

in the No. 8 up in the Southwest, Southwest of 77

A Yes, sir.
Q Whatts the other one?
A The Plains Unit well in the extreme southeast corner

of the map. T might explain on thoSe wells theyire véry receht
completions, neither of them had porosity in the Strawn, and on
the;Plains Unit well they have run pipe and are going to try to
make a Morrow complétion‘of a very small show in the Morrow,

but they are convinced that therets nbthing in the;Strawn. On
the Greenwood 8 they have recqmmended plugging that. They!re
waiting on‘orders from their management.

Q N;w, referring to your contour map, 15 this map
based on anything other than the formation £ops that have been
d in the wells which have been drilled?

Ar To some exteﬁt on regional geology influences.it and
to some extent séiémic»work, but our difficulty in there is éhat
the structure on £op'of the Strawn,‘the seismic interpretation
in this area is on the top of the Mississippian where they get

their best reflections, dnd the structure on top of the Strawn




PAGE 39

does not conform to the structure on top of the Mississgippian,

We have ta relv bprimarily

on subsurface, and I would say this map is somewhat optimistic:

in that basically we interpret this as a plunging xnoll of a very

large regional high to the ‘northwest, Schugart high, there we have

PAR&{n’ch.thg, N, M,
PHCONE 325.1182

close control, and the dib"on that Schugart hiéh is in the rarge

of 300 feet to the mile, This is actually contoured on a dip of
LZCO”feet to the mile, whiCh»is'more’in‘;iné‘with the general

B Strawn dip in Southeast New Mexico, but if‘that dip on the
Schugart'high continues on this knolls, it would put our location
too low.

Q How far down is this Lusk Unit No. 4 at this present

SANTA FE, N. M.
PHONE 983.3971

time?
A I was at the location Sunday and they were just
getting ready to spud, I believe, or just barely. They had just

finished rigging up. I dont't know whether they had actually

_____ 13 A
U

£
w R

Q Even if tney had, therets nothing that would indicate

DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUQUERQUE, N, M.

 theyv are going to run‘high‘or low?

PHONE 243.6691

A Actually the first marker that I consider of any
significance is, first, Bone Springs sand at 8200 feet.
Q Your well hasn't'reached that one yet?

A No, sir.

S e
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For the time veing, drawing this minus 7600 foot closed\

contour across the section of 29 in the north and the south of
n 22 is more or less conjecture and that could be @ con-
tinuation of the 7600 fool contour which»iéﬁiﬁ“ﬁhé’ncrthwest part

of your structure?

FARM’NGTON N, M
PHONE 32%5.11A2

A 1t could, and we¢ could have a lov going through there.

, Inc.

in fact, 1 think some of the seismic I have soen show a slight

saddle in petween >the Southern galifornia well and‘the Lusk deep

ared.

Q So the seismic piétﬁré‘thau you :aﬂ'waﬂ'maybe what
caused you to draw this saddle going‘through?

A Actually I didntt draw the saddle pecause 1 don't think

SANTA FE, N. M.
PHONE 983.2971

itts there on the Strawn, but 1 say it could be the saddle in

[ER REPORTING SERVICE

between your Southern california well and the Lusk wells. 1f you
went strictly on the seismic you yould have to draw a low in"thér
pctually I pub @ 1itde highe

Q You have 2 high and also 2 léQ? You have a truss

running petween the tWo 7600-fo0t contours?
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A -Yes. ¥ re coming down dip there. ‘Actually what
wetve gdt is a plunging knolls in there wiﬁh a slight high in

the middle of ite I wouldntt call it a saddle oxactly. 1 was

thinking of a 1oW area in there that would, oh, could be 100, 200

st dontt have any control.
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Q All the control that you do have so far is northwest,

southeast and not much out towards the side?

‘ AAR A~ +h -~ e md im £ Ll A s iaaa y
And < : SCTUAT CTUGAWES T O Viaiau viclive

dasan e e rmsary

4 Ryvantly,

A1l “he wells so far have been drilled west and northwest and

north of our trend.

Q What is the nearest deep test that has been made te the
southwest of this areé?
A The Pan American No. 1 Big 3ddy Unit is in Section 3
of the next township, and itfs about, oh, five to six miles.
MR. NUTTER: Any furicher questions of Mr. Sweeney?

MR. LOSEE: I have one question.

(Whereupon, Applicant's Exhibit
No. 8, was marked for identi-
fication.)

REDIRECT EXAMINATION

. BY MR. LOSEE:

Q I hand you what has been marked‘Exhibit 8 and ask you.
to state what that is.

A This is a wire signed by Sam G. Pate, Land Department,
Phillips Petroleum Company, addressed to S. P. Yates, Santa Fe,
New MexiCo,"Gdnfirﬁihg‘telephbne conversation of this date,
you are advised that we have management approval to join in the
drilling ofan 11,500 foot Strawn test in Northeast Quarter,

Section 30, Township 19 South, Range 32 East, Lea County, New
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Hexico, Letter Will folloy giving a1 detaile.n =

MH.'NUTTER: What is the date of that telegram?
A That s dated from Midland, Texas at 9:59 on the 16th.
MR. NUTTER. Of Octobepr?
A The 10th of October, That'é this morning,
MR. NUTTER; It1s timely,
MR, Losex. We'll offer the exhibit,
A I might add “that we Were advised ty, weeks ago that
PhillipS'had recommendéd joining in theip ﬁidland offiCe, they
Just-didnre have management 1g approval, |

MR

NUTTER: Applicantts Exhibit g will be admitteq

in evidence,

MR, NUfTER: Does anyone have any fgrther Questions of

Mr, Sweeney? Hetg excused,

(Witness excused, )

MR, LOSER: Thatts the Aﬁblicant's case, -

MR. NUTTER: Does'anyone have anything they wish to

offer in this cage?;

MR

*»

IRVINE: Yes, sip,

(Witness sworn, )

(Whereupon, Kerr-Mcgee Exhibitg
Nos, nd 2 were marked fop
id nfification.
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JERRY KcKINNEY

called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

BY MR. IRVINE:

PHONE 983.2¢71

PHONE 243.6691

Q Would you state your name, please?

A uerty McKinney.

Q Where do you ?eside?

A 5502 Eveﬁt, Amarillo, Texas,

'Q By ‘'whom are you employed and in what capacity?

A nKerr—McGee Oii Industry, Division Manager, Soﬁthwest

Division Office.
Q From where did yOu»gréduate in your advanced schooling?

A Oklahoma University, Bachelors and Masters degree in

kS

géological engineering, 1952 on my Master.
Q  I&'‘“hat Oklahoma University?

A Oklahoma University.

4

Q What has been your experience since your graduation frof
college? -
A I have worked for Kerr-McGee both in Oklahoma, North

Tean‘and in the last three and a half years in West Texas and

the‘OklahbmasTexas Panhandle, Sbutheast, New Mexico.

Q@  What has been your v$ﬁ§6ﬁs jobs with Kerr-McGee?

—
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A 1 started out as a geologist and became District
Geologist in Oklahoma City and Division Manager in Amarillo.

e

Q Ac 2 Divigion Monager in Anarilio, what 1s the area
under your jurisdiction?

A Western Kansas, Eastern Colorado, the Oklahoma and Texas
Panhandles, andithe entire Permian Basin.,

Q This area does include the Lusk~Strawn Pool, does it
not?

A It does.

Q Are you familiar with this Lusk-Strawn Pool area?

A I am.

Q Why are you familiar with it?

A Because of working with it and aEtively . engaging
in drilling wells within the pool itself, participating in the
BEl Paso Lusk wells.,

kQ And Kerr-McGee is the owner of some interest in this
area, is it not?

A ‘That is correct.

Q  Which is under your jurisdiction?

A Yes.

MR, IRVINE: Would the GCommission accepi-, the qualifica-
tions? |

" MR. NUTTER: Yes, sir, please proceed.
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El Paso Southern California'well. Therets a location Map on the

: PAGE 45
—_— ‘
- Q I hand yoy what has heon marked Exhibit No. 1 and ask

if you ecan identify it for us, please,

Tca

A This is g map, structural map of the Tnsk Ini¢ o

Outlined in the dashed blue line on the risy or the exhibit is

Q What are the areas outlined ip yellow?
A Those ape Kerr-McGee leases outsige the Lusk Unig,
Q The red arrow indicates what?

A The Yates No, 1 Hall Well which is the Teason for thig-
meeting,

0 In order that ail the exhibits may pe introdﬁced at
once‘and'reference ¢an be made to them, will You please identify
what has been marked Exhibit No, 2 for us, please?

A Exhibit 2 ig g Cross section from the Pan American
No. 7 Greenwosq Unit, which 1s the well at the very éép of the map

down through the El Paso 2, 1 apg 3 Lusk Unit wells into the

B —
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the characteristics of the Strawn formation in thig Arey?

A The Strawn is dPresent throughkthe area of thig map,
and of Course elsewhere. The Porosity in the Strawn is, in my

opinion, lies ip a northeast-southwest barg, You yigq Notice

1 N M,
669,

HONE 243

thererg 34 feet op porosity. The balance of the wells ¢, the

P

southeast’all haye good,sﬁrong Porosity, Some four miles,
three miles, actualyy, due Southwest op th

the Pap Anericap Big Eddy Unit, well haq
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As I recall, the POorosity was only within 40 feet, 7o the

north of this area the Shull No, 1 Queracho Plains well in Sectioh

[

S2OIIS South, 5% mast also has fhlo same porosity., Based on th

Plains well, the porosity in the Lusk Unit,

Shell Queracho

which wetve already discussed in conmplete detail, and the porosity

in the Pan American well, it is my opinion that this porQVLty

belt runs from the northeaSu to the southwest across thls nose
S

as it is contoured, and that Nose with the belt runnlnv across

the hacic Strawn trap. We haven't proven any water)

it constitutes

in the Strawn necessarily, We do not-know where the oil-water

contact is, So Structure, at present we don't know at what

‘structural datum the water will be encountersd, It could bve

there isntt g water level in the Strawn, I suspéct that there igl,

You'll notice that my 1nteroretatlon shows the Yates Hall

Well regaraless as belng higher than the E1 Paso Southern Cal-

ifornia Federal .well. I thlnk previous testimony also showed

essentlally that, and ir you'd"have drawn, yes, sco the picture

as I see it again is a band of Strawn poros1ty cutting across

'the nose which forms a trap, I feel that the Yates well is

and I feel that -

extremely well located to find strong bPorosity,

the structural position will be above that or the Southern

Callfornla Federal well” whlch we know had complete 0il column,

Q Mr. McKinney, I believe that Mr, Sweeney testified
L = T e, T |
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bar in the well bore coludn of the electric log. Beside that

we have noted theiamount of porosities, In the case of the

FARMINGTON, N R
PHONE 32850182

Pan American there was ¢ feet.of neutron porosity, The balance
of" the pofosity”bn the No, 2 Lusk, 1 Lusk ang 3 Lusk and No, 1 Sout

ern’ Callfornla Federal well, 12 feet in the No. 2, 40 feet in tha

IfVYZHi‘Ihc.
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No. 1, 50 in the No. 3 and 57 in the No. 1 Southern California

tFederél well.,

Q What, in your opinion, does the increase in porosity

toward the southeast here do in relation to the Yates Hall No,

SANYA FE, N. M.
PHONE 983.397;.

1 well? What effect do you think that might have?

A Well, again, my interpretation of this por031ty is

_dlfferent than Mr, Sweeney!s, and I feel that the Yates Hall

vell is very well located to encounter borosity in the Strawn,

Q In your opinion as an ekperlenced geologlst famlllar

with this area do you have an oplnlon A4S to the reasonable

DEARNLEY.

ALBUQUERGUE, N, m.

Possibility that the Yates Hall well will be economically pro-

PAONE 243 -6691

ductive of o0il and gas from the Strawn formation?

A I think the bdds, if you want to use tha') term, or the

risk in drilling that well, T think itts got about an 80% chance

of being successful. In’other words, eight out of ten wells
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“drilled under these exact circumstances, if that were possible,

which it isn't, would be productive in my oninion,

Q On what basis specitically do you find this opinion,
1 ; :
L please? L e
;E :
g; A Based on, one, the structure which we've gone over a
S £ | .
- — couple of times, it's my interprefation that the structure in theg
Eg Yates Hall well will run higher than the Southern California
=4 oy - . ) .
; N - i s ,
EE Federal well in the Strawn. The other is the fact that the
EREY. 3 Lﬂ .
‘ W porogity exists both northeact and southwest of this Sirawn Unli
P z area, consequently the porosity ‘should be present in the Yates
}-# : .;: . " N
s z8 Hall wall.
e i 8 -
‘ £ Q In your ovpinion, based upon the information that you
Db ¥ .
o

e have concerning this area, is there anything to indicate that

: ri . i ’é‘."'_t: 2
s the Yates Hall well is likely to encounter any extraordinary
mechanical problems in the drilling and completing, or in the

‘drilling alone?

DEARNLEY-MEIER REPOR '

trouble, as Mr. Sweeney testified.

! A I see no unusuval risk, There is nothing to indicale
)

Cy LIPS -

R i§ unusual risk to my knowledge in the rest of the wells there

e ek | | | ,
RS gg actually happen to be through the zone that has caused the most
3 EE;

'%-“-1 Ja

Q As an expérienced geologist with knowledge of the

- | area, do you have an opinion as to the fair and reasonable risk

- faétor that should be attributed to the drilling of the Yates'Hali

/ Y

— | | | b7

i




well?
A Well, back up, and based on my previous testimony, it's
iy opinich that- it hae an 809 chance of. being successful, at that
- :Z present ratio that would cut the risk factor or the paﬁalty
5o '
- g w clause, so-to-speak, to 110%.
¢« 20
Q €1
= =t Q Or to a 1C% yisk factor --
8 A Out of 50% on the same ratio,
- - - ;
) é Mi. TRVINE: I believe that's all we have.
g "‘% MR. NUTTER: Any questions of the witness?
- ég{i> MR, LOSEE: I would like to ask him some questions, but
o~ A 5 N . _
: g; i3 I would like to take a couple of minutes to confer with somebody
RERSE ~
N ES < that knows more about the geology than I do.,
vy 3¢ | |
. Qe MR. IRVINE: We would like to offer the exhibits.
&
R MR, NUTTER: You have two?
T MR, IRVINE: *Yes, sir.
; R MR. NUTTER; Keir=}McGee'!s Exhiibits 1 and 2 will be
4t > admitted in evidence.
L ~ ,_ s
B é;; €3] :§ {Whereupon, Kerr-McGee's Exhi=-
P = ¥o bits Nos. 1 and 2 were admitted
; N in evidence.)
SIS ¢
2 CROSS_EXAMINATION
) BY MR, LOSEL:
2 v Q Mr. McKinney, your map neglected, you stated you didntt
i have the datum in on the Pan American Greenwood No, 8 well,
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A That's right.

Q The copy I have has a pencil notation 7572, is that

correet? Did you verify it?

A No, I got, if I penciled that on there it was just

from Mr, Sweeneyts map this morning. When this map was con-

stPfucted I did not have the top. When T was listening to his

testimony I guess I put that on there,

Q Actually, wheére would that 7572 feet run with respect

" to the Yates Hall well in tho contour? You nave that contour at

7600.

-A Would you restate your question,cplease?

Q How far north of the Yates Hall well would 7572 feet
be on your map? ‘

A Wellgythis map }t's obvious is incorrectly contoured
at this barticular point. I have called that a 7400 without that
well data. I have got a 7400 contour, It?s a 7572 according to
his testimony. I'm assuming that éhey're calling the Stréﬁn the
same place and maybe they-are and maybe they arentt, I haven'tk
seeén tHe log and we all call it a little difﬁefent place.

Q  If that is correct, then, your contour with respect to
that Pan American No. 8 well is 200 feet off?

A 170 feet, yes.

Q Then your contdur, by the same token, running through
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the Yates Hall, could that likewisec be off the 200 feet or 170

feet?

A It's certdinly possible.

Q If the well in the Greenwood, the Pan Amefié;n Green—
wood ‘had no porosity at that depth, then you wouldntt say that
would be on the structure, would you? |

A Run that by again,

‘Q The Pan ‘American Greenwood well had the Strawn, did it
not?

A It had the Stravm lihestone.‘ Again, I héve not seen
the log. Mr. Sweeney testified titat the porosity was very poor
in the well, |

Q Referring to this Shell No. 1l-A well, ydu said they had

porosity in the well?

A Yes.
Q How many feét? A 34 feet.
Q Is that in your opinion a good well, a marginal well,

or do you know?

A The last repbrt we had on that was about Friday, we
called Shell, they were stiil testing the well. They haven't
potentialed it, so I'm not really Sufé of its capabilities, based
on the logs and so forth it should be a good well, Mr. Sweeney

testified that he thought the permeability was poor in that well,
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and that may be the case. It may be that it's a mechanical

problem., If it is in this well. This well has nct been poten-

tialed to my knbwiédge.

e ,.,-‘}‘: B T o e ek - ;
“the permeability isntt any good, will the well be a

] 1

AR

good well or a marginal well?

A It would be a marginal well if the permeability is not

good.

Q Your dip running down through Secticns 19 and 24 are

approximately 150 feet to the mile, is that correct?

A ‘Which sections, in 24?
Q 24, A - Yes,
Q Are yoﬁ familiar with the dip‘in the Schugart area

fig,ht to the northwest of this Lusk area?

A Yes, as far as remembering the exact amount of dip, I
dont't remember it, It's steéper, I believe.

Q It's considerably steeper than this?

A Yes. I think that'!s normal. My interpretation is
that this is a nose extending off of the Greenwood high, as I
thought. Mr. Sweeney thought the Schugart high. As you go to th¢
margins of any high the contour rate will decrease and the dip
becomes less.

Q You testifiéa Qiﬁh respect to Shell's ouéracho Plains

No. 1 well‘having{porosity in the Strawn?
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A Yes.

Q Are you familiar with the No. 2 well that Shell drilledy

A Yes.
13
iz Q Did that have any porosity?
58
gg A Not in any Strawm section, it had in the lower Strawn.
L - |
43 Q But porosity was a problem there in the Strawn in this
ES 1 Strawn section?
= ! '
EE A In the second well, yes, sir.
W Q How far away was the No. 2 from the No., 17
N . ’
A As I recall, it's about a mile and a half,

MR, LOSEE: That's all the questions I have.

BY MR, NUTTER: . -
Q -~ Mr. McKinney, the No. 8 Greenwood well had not

SANTA FE. N. M,
PHONE 983.3971

been completed and the log was not available to you at the time
you prepared your contour map, I presumé?ﬁ
A That is correct.
Q  When was the well cémpleted, do you know?

A I don' know that this well has officially been

DEARNLEY-MEIER REPORTIN(

ALBUQUERQUE, N, M.

abandoned yet. The last report I had on it, which was last weék,

it was drilling at 12,491, Perhaps over the week end, or maybe

PHONE 243.6691

Friday or Saturday, why the well is down and I assume that thatts

correct because Mr. Sweeney has talked to Pan American and gotten

their point.

Q Do you know whether Pan American‘logged the well when
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PAGE 56
they were in the Strawn section and then proceeded to drill
ahead?

‘A Not to my knowledge.
- ;s Q So you don't know if or when the logs are available?
g5
_ o w A Well, the logs have not been released through the
£z H
J zO .
Q %2 v
L0 regular channels, I know that.
Eg Q As I understood your direct téstimony, Mr. McKinney,
~ ~
EE ’ you figured that the risk to a non consenting party who would be
B ~E§ poeoled by an order from this hearing should be in therneighbor-
- ég ~hood of a 10% penalty for one who doesn't pay his share in
~ : ;
) SE :5 | advance?
TS "
, 23 Eg A Well, as I understand the Commission rules, you have a
L S 50% penalty.
& | . k |
e = Q I believe the statute states that the maximum would be
133 m
o= 50%.
'ts >q .
Eg A Maximum of 50%, yes, sir, I testified before that I
w gé Felt ‘this Yates Hall well had an 86% chance of being successful,
ST . , , : ]
Eg g or a 20% chance of being unsuccessful. Just the ratio of 100 to
W o 3
g 50 would be the same as 20 to 10,
3z ,
- 20 . : i
i Q Is your conpany making any recommendations ‘as to what
) the figure should be?
b A We're asking --
' Q. First of all, I'll precedé that question with this
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statement, that normally in a forced vooling order the Commission
does provide the option for the party who would be placed into
the unit to pay his proportionate share in advance, or within

thirty days after receiving an itemized tabulation of the well

costs.

A Yag,

Q Do you know whether your company would cxercise the
option of paying its share within that thirty days, or would pay

it sut of produciiont?

MR. IRVINE: I believe perhaps I'm better able to
answer that than Mr. McKinney is at the moment, I believe that
this decision has not finally been made as yet.

MR. NUTTER: I presume that the amount of the penalty,
so-to-speak, would have a bearing on that? |

MR. IRVINE: Yes, sir, it would, I might add that the
most seridus,indication‘at the'momeht is thét;the Kerr-McGee de-
sire i to have this paid out”dfvproduction.‘

MR, NUTTER: Does anyone else have any questions of
Mr, MCKinney? He may be excused,

(Witness excused.)
MR. NUTTER: Do you have anything further, Mr. Irvine?
MR. IRVINE: I have no fﬁrther evidence. We would

rest #t this time. If the Conmission would permit a statement,
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MR. NUTTER: Yes, if you would, please proceed‘@ith
your statement.

MR. IRVING: Would Nr. Losee like to go first? Itm
the fellow that would like to follow the applicable rules.

MR. NUTTER: Normally we¢ allow the applicant to go

FARMINGTON, N, M
PHONE 325.1182

last. If ¥Mr. Losee wants to go first, that would be suitable

with us;
MR. IRVINE: 1It'11 be happy to go {irst. I think the
statément can be simply stated. I believe that this Commission

has spaced this area, of course, {or 180 acres; that Kerr-McGee

is, of course, a 255 owner in this one section., The Yates is

wishing to drill a well in the Northwest Quarter of 30, 19 South,

SANTA ©E, N. M.
PHONE 983.3971

32 East, and they're requesting that Kerr-tcGee be force pooled,

As I stated in my earlier statement, we are not opposing the

-MEIER REPORTING SERVICE, Inec.

forced pooling whatsocever. We know that the Commission has the
duty to go ahead and to encourage the drilling of wells and to
try to‘get the most development that'!s possible. Therefore, we

are not in opposition to the pooling.

DEARNLEY

ALBUQUERDUE, N. M.

Ve are in opposition, and serious oppositicn to the risk

I

factor involved. I do not wish to take up the Commission's time 3

PHONE 243:6691

great deal with a reiteration of the evidence that we have had
here. I think that it's fresh enough now in your mind that you

know the various positions that have been taken by/the parties,
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There'!s sgubstantial disagreement, T would like to point out very
carefully that the overall picture of the Strawn formation is one

and I think thapvtrying to deter-

”
~

covering a very sizeable &iToH,

mine the porosity extent on a pasis of some four wells IoY a .for-

mation that extends over many toynships is one that takes a very

1imited view.

I‘phink that the testimony that Kerr-McGee has,é}
indicates s -wider, much “broadet view, and indicatesva‘ﬁbrosity

opening that runs from the southwest Lo the northeast as testi-

fied to by Mr.>McKinney, and that it 18 in exactly the opposilte

direction of the very 1imited view that nas been taken by Mre
Sweenéy in this case. I think it's almost impossible for you as
a Commiséion to examine this on the pasis of such a 1limited view,
and I would submit'to you the picture that is drawn by Mr.
McKinney is @ much bfoader; better picture of the Strawn area

and the porosity that is available here.

T would like to'point out also that in every well”thét has

peen drilled in this area, heading from the northeast to the

northwest to the southeast, that the porosity hus become much
greater from g feot to some 57 feet, in the last well drilled

that stepout was considerable. This well is located, as far as

A4

afnorthwest, southeast line 1s concerned, somewhere in between th

two wells with the largest porosity available. It is some half
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The statute here, as T understand it, provig. a maximun

risk factop of 509, in "'J i ‘has in 11 of

view that thig
ey have never entered

I think that thig

}SEH?lfﬁCIZ Inc.

N. M,
3.3971

We think that the 107

SANTA Fg,
PHONE 98

exact chances s » and we feg]

that g 109% factor is one that should be granted to Kerr-lcGee

O
S
=
3
ES'
1
s
)
=

and we woylq request that Kerr-}eGee nay be Permitted o have
the usual opti5n3'with the option to pay a 10% risk factor after

the Commi ssion has entered;its order. Thank you,

+ Bxaminer, I capiy conment much furthep

£, N, M,
3.669

N
s
=
CQ

on the two different interpretations of the Strawn, Obviously

I dontt really think.Mr,

ALBUQUERQUE, o,
PHONE 24

Sweenéy,is 45 narrow as e would beliebe, because’obviously we

hope to get a well, or we wouldirtt be out Spending the money,

On the other hand, 1 don't think the picture ig pProbatl y as good {
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as Kerr~McGee naints it because if it Were,I,sqspect they would
join”in the digging“éf ﬁﬁé;ﬁeil énd woulé’not preféf to.defer W
drilling it until they could see what happened to another well,
which they say might add some more information,

Our statute provides for this 50% penalty, anéyl can not
imagine a case more adapted to the invoking of ﬁhe 50% penalty

than this case here. The partner with Kerr-McGee, the owner of

~

Al wn
L1t yu& -

the other one-half interest in the acreage is drilling a
ticipating in digging the well, actually to the point of agree~
ing pfobab1y~to carry Kerr-licGeets part of this risk factor, or..
take part of it.“}lt is a well which is'oné mile from the pro-
ducer,\it's the maximum distance that it could“be énd still come
within our pooling and vroration of spacing units. It couldntt
be any furthér and be.sﬁbject‘to a pool rule, and entitled to be

vooled, Itts a well to be dug 11,500 feet deep and not to any

formation such as the Dakota where frequently the 125% penalty

has beén lapSed, which spreads over gréat areas.

We have some difference of opinion as to porosfty and
structure, but surely the factor involved in the P{sk in this
case, if the Commission is ever going to'see fit to award 50%,
this seems like such a case. We feel like that is the risk
factor to which we are entitled. 1 thank: you.

MR, NUTTER: Does anyone else have anything they wish




to offer in Case 206557 Wo'll take the case under advisement and
call Case 2657,
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