" CASE 3871: Apﬁlication ,é{f' STOL;I‘Z'
and Company for COMPULSORY
POOLING, LEA COUNTY, 'NEW MEXICO.
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Mr. Jason Kellahii‘\,,,,,,, - .
Kellahin & FoX s - mey Cass HO.. 387

1
Attorneys at Lavw Order Mo. ’”‘"’ﬁ:gsgs—w-é o

i'

post Office BoX 1769 Applicant:
ganta Fe, New Mexico ] ,
L . stolkz & Company

pear 8ir:

. paslosed herewith are two coples of the above-referenced Com=
mission oraer recently antered in the subject case.

- | ‘ very truly yours.

A. L. PORTER, JI.
Sec:r:etary-Di ractor

ALP/ix

carbon copy of drder 21sG seant tOt \'\:;,;“T{ o

Hobbs OCC. x
Artesis GCC .
Aztec OCC.

otherx Mr. Richard S. Morris

: i
A




NEW MEXICO.
2
; ,
E ORDER OF THE € SSION
o)
£ ,i,sg;;gggéa;ﬂazﬁﬁzg!s
i ) This cause cama on for hearing ac 3 G.m. on Senvamhar 25,1968
e : at Santa Fs, -Hew Mexico, before Examiner Daniel 8. Nutter.
- SRR L S . R
: NOW, on eni.‘31sz»r"say‘c:<ectcbér. 1965, the . Commiss! a

(1)

s

(2)

(3)

‘Pool.

(4)

(5)

/

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
|l commassION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERINGS.

s APPLICATION OF STOLTZ AND COMPANY
s FOR COMPULSORY POOLING, LEA COUNTY,

EINDS 3

jaw, the COmmigsion has jurisdiction of this cause and the subiect

matter theraect,

pooling all mineral interests in the Pennsylvanian formation
underiving the E/2 BB/4 of Section 12, Tewnship 1l South, Range
33 EBast, NMPM, lea County, New MBXRITT. .

of the horizontal limits of the North Bagley-Lower Pengpylvanian

rules and regulations werae promulgated,
& Company, for said North Bagley-Lower Pgnn-ylvanian Pool.

\well shall be located on a standard unit containing 80 &cras,

BEFORS THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

CASE No. 3871
Ordex "NO. R=-3535

b, A@fw-eﬂé’ L=

fully advised

That due public hotice having been giJah as required by

That the applicant, Stoltez and'Company,{gaak- an order

That gaid BE/2 SE/4 of Seékion 32 is within one mile

That by Order NoO. R-3249, dated June 5, 1967, special
at the instance cf Stoltez

That Ruie z @i sai% nrdar Na. R-3249 provides that each

quorum being presept, having considered the testimony, the cecord, |

ané'the-rccommandations of the Examiner, and being
in the premises, B , ‘




”brderVNo. R-3535
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CASE No. 3871

more or less, consisting of the N/2, 8/2, B/?, or W/2 of /v ——
governmental quarter section and that nothtng contained within
BGLQ Lu;u IIIQ.I.J. Dé CURUBI\&GQ as’ pIUﬂlDLC}.l’lg v;ne ur:..u.).ng OI a
well on each of the quarter-quarter gections in a unit.

{6) fThat the applicant is the operator of the SE/Z SB/4,
{W/2 S8E/4, and the SW/4 of said Section 32,

“{7) That”ﬁﬁu applicant, as the operator of saild 8B/4 SB/4,
has the right to drill and proposes to drill a well in the E/2
SE/4 of said Section 32 to the North Bagley-Lower Pcnn-ylvanian
Pool.

(8) That there are interest owners, Burleson & Hqﬁirand
Merren & Montgomery, in the proposed spacing unit who have not
agreed to pool their interests.

\vJ “Tnat said proceacants;auurxesbﬁ“a Huii and Merren &
Montqomery, are the operatore of only the NE/4 SE/4 of said
Seﬂtion 32. SR

i

(10) That ggyg_; of the aforementioned Order No. 8-3249

- governing the North Bagley-Lower Pennsylvanian Pool, reads as

follows:

RULE 3. The Secretary—nirector of the COmmission may grant
an exception to the reguirements of Rule 2 without notice and
hearing when an application has been filed for a non-gtandard unit
comprising a governmsntal guarter-quarter section or lot or the
unorthodox size or shape of the tract is due to a variation in the
legal subdivision of the United States Public Land SBurveys. All
operxators offsetting the proposed non-standard unit shall-bs -
notified of the application by registered or certified mail, and
the application shall state that such notice has been furnished.
The Secretarxy-Director may approve the application upon receipt
of written waivers from all offset operztsis or if no offect
oper&tor has entered an objection to the formation of. the non-
standard unit within 30 days after the Secretary-nirector has
receivad the application.

(11) That on August 5, 1968, the Commiqg#on rec=2ived from
the aforementioned protestants an application requesting aduinis-
trative approval, pursuant to said Rule 3, for a non-standard -

“iproration unit comprising the NE/4 SE/4 of Section 32, Township
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CASE No. 3871
Order No. R=-3535

11 South, Range 33 Bast, NMPM, Lea County, New Mexico, to be
dedicated to a North Bagley-Lower Pennasylvanian test well to be
léopted within 150 £eat of tha center of said quartex-quarter
section.

{12} ~That Stcitz & Companv and other operators offsetting
the p;opo-ed non=-standaxd proration unit were properly notified,
by Burleson & Huff and Merren & Montgomery, of the application
for said non-standard proration unit,

(13) 'That on Soptembor 4, 1968, th¢: SeCtetarywbitoctor of

‘ithe Commission, having received no objection to the formation

of said non-standard proration unit, did, by Administrative Orxder
N8P~798 suthorize ‘Che operation of the NE/4 SE/4 of Section 32,
Township 11 South, Range 33 East, NMPM, Lea County, New Mexico,
as a non-standard proration unit in the Norxth Baglcy-Lowor
Ponnsylvanian Pool.

(14) That Steltz & Company was the operator of the SE/4 88/4

R R ER R R T VU QPRPRl ¥, SPTEIE STy RPAE S T SU R WY N -‘

n/a raa/-a,'uuu wn,-”v.. SGIT STSTITL ST OFILEE TT. T LtnnorImEoos

and subsequent to the ie-uance of the aforesaid Administrative
Order NS8P-798, o

(15) That there has been no material change in conditions
since the issusnce of gaid Administrative Order nspe?ga.

(16) That the subject application should bhe denied. .
L..Zﬁ..ﬂ&&&ig&ilﬂﬂﬂﬂﬂﬂl3
(1) That the subject application is hereby g_n;gg

) (2) That jurisdiction of this cause is retained for the
entry of such further corders as tha Commission may deem necesasary.

DONE at Santa Fe, New Mexico, on the day anaﬂyear hereinabove
designated

PORTER, Jr../Member & s;crctary
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SO Re{iiCase No. 38 “~ Application of
K ¢ Skoltz.&-€0mpany for Compulsory
iy ’ Pooling, Lea County, New MMexico

Dear Mr. Examiner:

At the hearing of this case.on September 25; 1968, Mr. Kem

s _ Merren testified that the API reserve figures showéd 359,000
s T ; barrels ‘of recoverable reserves from an 80-acre unit or ,
FTLPL AL | L 179,500 oarrels for a hO-acre unit. : T

) .. ) o

Y e et e e
A i

I am now advised ‘that the API reserve figures have been C 'é ’
revised by the API and that the reserves for an 80-acre i 5 o
_tract are now estimated to be 544,000 barrels or 272,000 Ny , -

Uc. .I.\.o_n.u RS54 ;—:. ‘“’""‘ "" "’" '

P

i
ol .
W ARk sy

We believe that you and the CommiSS1on may properly take these
revised ‘estimates into account in- determining the economic
feasibility of drilling a well on a ncnstandard 4Oo-acre pro-
ration unit. As stated at the hearing,;—my clients, Burleson

! & Huff, stand ready to drill a well on the 4d0-acre non- .

£ standard proration unit that was approved by Administrative
‘Order NSP-TYS.

RIS

I
Mr. Daniel S, Nutter . - | | |
New Mexico 011 Conservation Commission “ i p v B
"
i

R RSM:LHS

cc: Mr. Jason Kellanin ) : i
Kellahin & Fox : o .
P. 0. Box 1769
Santa Fe, New Mexico 875C1

Burleson & Huff
P. 0. Box 935
Midland, Texas T970l
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CASE 3865:

CASE 3866:

-
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CASE 3867:

~

CASE 3868:

CASE_3869:

28-68
September 25,

1968 Examiner Hearing

— e X ' TN
Appllcatlon of Southern Union Production Compazy for an un-

orthodox location and a dual completion, Rio Arriba County,
New Mexice., Applicant, in the above-styled cause, seeks
approval of the dual completion (conventional) of its _
Jicarilla "A" Well No. 9 to produce gas from the Blanco-
Mesaverde ayd-Basin -Dakota Pools at an unorthoaox locatlon

“for the Blanco-Mesaverde Pool 790 teet'fron the North l*ugww~~va

and 1670 faet from the West line of Section 14, Township 25
North, Range 4 West, Rio Arriba County, New Mexico.

Appllca ion of Shell 0il Company for salt water alsposal
‘Chaves County, New Mexico. Applicant, in the above-styled
cause, seeks authority to dispose of produced salt water into
the San Audreo formation in the perforated interval from
approvimately. 3300 feet to 3512 feet in its Tbelma Crosby

"F" Well No. 1 located in Unit H of Seciicin 17, Powhshin 9

South, Range 30 East,(Cato ~-8an Andres Pool area, Chaves

Countyi New Mex1co. iy .
, L D F

"\A.‘_«’,__‘J_L___‘

Applicatian of Tenneco 611'CbmpaﬁY‘for a unit agreewmsiic, .
McKinley Ccunty, New Mexico. Applicant, in the above- styleﬂ
cause, seeks aporoval of the South Hospah Uﬂlt Area’ compr1sang
475 acres, more or less, of federal lands 1n Section 12, Town-
ship 1.7 North, Range 9 West, South Hospah Upper Sand 01l Pool
McKinley County,. New Mexico.

Application of Teﬁaco Inc., for a waterflooud expansion, Lea
County, New Mexico. Appllcant in the above-styled cause,
seeks expansion of the Texaco BV Waterflood Project, Lazy J-
Pennsylvanlan Pool, by the cohversion to water injection of
its "BV" State (NCT--1) Well No..5 located in Un}t M of Section
26, Tcwnship 13 South, Range 33 East, Lea County, New Mexico.

Apﬁlication of Texace, Inc., for a down-hole commingliﬁg,

Lea County, New Mexico. Applicant, in the above-stylec cause,
seeks authoclty to commingle the marginal productlon from the
Bllnebry awd paddock 0il Pools in the wellbore of its C. H.

Lockhart Fedefal NMCT-1 Well No. 2 locafed in Unit O of Secticn-

18, TOWﬂqup '22 South, Range 38 Bas:i, Lea County, New Mexico.

AR P :
R ' A e
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 DOCKET:

Docket No. 28-68

19¢€8

9 A M.

EXAMINER HEARING - WEDNESDAY - SEPTEMBER 25,

- OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard
Alternate Examiner:

Elvis A. Utz,

CASE 3778: (Continusd—from

Application of

Mexico,
; from 5080 feet
e through tubing
” into the uppex

. CASE 3862:

Appllcatlon oL

seeks approval

to produce oil
__CASE 3863:

styled cause,

New" Mexico.
CASE_3864: AppllCat1on of
disposal,
styled cause,

668 State Well

New Mexico.

W. D. Grimes (NCT-A) Well No. 1€;
- 32, Township 18 South, Range 38 East Lea County, New Mexico,

l ’ _ pools thlough parallel strings of tubing. - L

'comprlslng 6,419 acres,
Fee lands in Township 16 South,

Lea County, New Mexico. Applicant,

water into the Wolfcamp
from approximately 10,756

before Danlel S. Nutter, Examiner, or

the August 7, 1968, Examiner Hearing)

Atlantic Richfield Company for a dual comple-
tion and salt water disposal, Lea County. _New Mexico.
; Applicant, in the above-styled cause,
S S A dually complete 1té State BH Well No. ,
oy - from the North and West lines of Section 13, Township 19 e
South, Range 34 East Quail-Queen Pool, Lea County,
in such a mannex as

seeks authority to -
1 located 660 feet

New
to permlt productlon of oil
to 5136 feet in “the lower Queen formation
and the dlsposal of produced salt water
Queen formation through -the casing- ~tubing

nerforated interwval from 4820 feet to 4830

'Gulf 011 Company - U. S for

¥

a“dual completlon,

;K~ftx::c:wlhﬁn1ﬁﬂant~ in- the ‘aboves styled cause, .

for the dual ccmpletlon (conventlonal) of its.
.located in Unit D of Section

from unde31gnated paddock and Bllnebry 011

Appllcatlon of Pan Amer1oan Petroleum Corporatlon for a unit
o agreement, Eddy Colinty, New

Mexico. Aopllcant ~in the akove-
seeks approval of the Nof'th Crow Flats Unit Area
more or less, of Federal, State and
Range 28 East, Eddy. County,

pubco’ Petroleum Corporatlon for salt water

in the above-
ceeks authorlty to dispose of’ producea salt . -
formation in the perforated 1nterval
feet to 10,834 feet in the °1n01a1*

No. 1 located in Unit E of Section 27, Township

16 Socuth, Range 34 East, Kemnitz-Wolfcamp Pool, Lea County,

AL s
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1968, Examiner Hearing Docket No. 28-68

CASE-3870:

‘Application of D. W. St. Clair for salt water dlsposal Lea

Cotlinty, New Mexico. ApplLoant in the above- styled cause,
~ seeks rauthority to dispose of produced salt water into the
Queen formation in the perforaLed interval from approx1mately
" 4941 feet to 5060 féet in his superior-Federal well No. 7
located in Unit G of Section 25, Township 19 South, Range 34
East, Pearl-Queen Pool, Lea County, New Mexico.

CASE 13871: Appllcatlon of Stoltz and. Company for compulsory pooling,
- Lea%County, New Mexico. Applicant, in the above-styléd
cause, seeks an order poollng all mineral interests in the
North Baglev ‘Upper:,* M1ddle, and Lower Pennsylvanlan Pools

underlylng the E/27 b/d of s&ction 32, TOJnShnR 11" South, ;
Ranige 33 East, Lea County, New Mexico. - ' : ‘ s
JRUUE R & SN e e e i i b e R S S A R A S SRS,
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KELLAHIN AND FOX
ATTORNEYS AT LAW

sa¥%e zAs‘r SAN FRANCISCO STREET
JASONR W. KELLAHIN osT OFFICE BOX 1789

ROBERT E.FOX ,,/,_‘.-‘_»;A_NTA FE NEW MEXICO 87501

/ \ geptember 16, 1968

~ A__":Y\ - ‘,\ -
[~ “ j:_, =K, P -~ e e ' -

V-

oil Conservation Commiséion
p. O. BOX 2088 ‘
, Santa‘Fe, New Mexico

Gentlemen:

o ear foxced g pooling in the North pagley-U
dle and’ uu“é" wonnavlv vanian Pools Lea cou

jwk/mas
‘enclosures

Tr_u:PHo‘N:
AReA CO

gnclosed £ind the applxcatxdh of Stoltz

qunr .«!‘Y

Mid-

582-4315
pe 505

e 0 EXES
u‘f_" U A o

.

s, v e

ed s
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»nan1au TInBar ppnnsvlvanlan Pool, NorthiBagley MluOle>

“"BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

APPLICATION OF STOLTZ & COMPANY g e S

T _p UL\ r u‘_\\,hu K\JCLI::G Ih: TUD 'Kff\Dmu T ('/,—;{-:_-.i_“— *::-’:s ':“f“:’ ‘ ;/
BAGLEY-UPPER, MIDDLE, AND LOWER Cre RSO F TP T
PENNSYLVANIAN POOLS, LEA COUNTY, » by oy =T

'NEW MEXICO.

APPLICATION

.C9m§§,ﬁé§,$t91?? & Company and éppliss to the 0il
Conservation Commission of New Mexico»for'an order force
pooling all of the mineral“interests underlyinq the E/2
SE/4 of Section 32 Township 11 South Range 33 East,

N.M;P.M., Lea County, mew Mexico, insofar as' Lhe North

P R, W

Pennsylvanian Pool,>und the North Bagley uowsr Pénnsyl-
vanian Pool, afe concerned. -
In support of said application, applicant would show

that the above described lands form a standard unit for

" the Bagley Pools, that applicant is the owner of’ the

JURISIRE g

right to drlll and develop the SE/4 SE/4 of said Section

32; that the owners of interests within said E/2 SE/4 of
Section 32 have:not agreed to pool their intereSt, and
applicant, as one of the owners having the right to drill

a well on said unit proposes to drill and develop said

unit to a common source of supply; and that to avoid the
drilling>of unncessary wells, to protect correlative rights,
nd to prevent waste said E/2 SE/4 should be pooled for

the product:on ©f 0il and hydrocarbons £rom Lhe Bagley pools

P
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» LA TRE ATLLIAD nd t‘mm)]_etlnq the we]_]_ - ' : - :

t this,applicationwbe ' .

WHEREFORE, applicant*prays tha

or hearing before the CJmmission or'the,Commission's

and that after noti

nter its order poollng

set £
auly appointed examinexr, ce and hearing

as'provided by law, the Comw miceion
the D/2 SE/4 of Section 32, Township 11 South, Range 33 iww:hWJ N

Bast, N.M.P.M., together with such prov1

able appllcant to recover hlS <o sts of development “and
peratlon of such uait together wrth reasonable charge for . -

superviSiOh, actual expendltures required for operating -
the subject well attributable to each non consentlng'work—
ing ‘interest owner and a chaxge £or the rlsk 1nvolved in
the drllllng of such well. to be charged alnst any non-
st owner or owners' pro rata share

consentlng worklng Lntere

) __,_"v‘r—,——_,--.;__‘ )
OI t[lc AT AE T OT LM

') Respectrully submlfted,

/e s
ellahin & FOX

. 0. BoxX 1769
Santa Fe, New Mexico

ATTORNEYS FOR APPLICANT

sions as will en- 1 R

T
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Sunﬁay X Oil Company

L0il conservation Commission
p. 0. BOX 2088
ganta Fe, Ne¥ “Mexico 87501

Re:

Attention: ‘Mr. A. 1. Porter

Dear‘Sir:

§-68932

Lea County, New Mexico

This is to advxse that sunray’ DX 011 Company

position of Stoltz and Company ¥
68 to be heard September 25, 1968,

supports the
n Case #3871 of Docket 28-

Yours very exalys

- ey DX oiL COMPANY

. < ?

/

Robert L. Noah

Area
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LEWIS B. BURLESON o JACK HUFF

B8
¥

Our ‘proposed locatio

N

L BURLESON & HUFF
: OIL PROPERTIES
BOX 935 : PHONE MU 3-4747
MIDLAND, TEXAS

July 31, 1968

New Mexico 0il Consérvation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501 - e AT

Attn: Hr.'A.”L.WfortEr, Jr.

Secretary-Director Re: Appligation_fafmAdMihistrgtixg
e Approval of Non-Standard ing

B “BIL inRorth Bagiey-Lower
Pennsylvanian Pool Area,
‘Lea_County, New Mexico

Gentlemen:

We propose to drill a well to test the Lower Pennsylvanian forma-
tion ‘at a “depth of about 10,000 feet, located within 150 feet from the center
of the NE/4 of SE/4 of Section 32, Township 1i"South, Range 33 Eagt, N.M.P.M.,-
Lea County, New Mexico. We are the owners of the State of New Mexico 0il
and Gas Lease No. L-960 which covers only said 40-acre tract of 'land above
described, which said tract is colored in red on the plat attached -héreto.

[ SsituaTed Gt R a g iwiic Ui LuHé porth Bagley-Lower
rennsyivanian Pool and is not nearetr to or within the limits of another de-
signated Lower, Pennsylvanian 0i1'pool, and is therefore subject to the S ecia;{
Rules and Regulations for said Pool as set forth in the 0il Concervation Coif="
mission Order No. R-3249,

. e hereby_make>appiication to drill on the above described 40-acre

_tract-as a non-standard spacing unit and request that under Rule 3 ‘of the
~special rules aforementioned, the Secretary-Director of the Commission

grant us an exception to the requirements of Rule 2 of said Special‘iules

without notice and hearing and approve our spacifig unit as consisting solely
of the NE/4 of SE/4 of said Section' 32, We further request that the allow-
able for our well, if productive; be determined as provided by Rule 6 of the

- aforementioned special pool rules.

< DI
‘ Our request is made due té the fact thaéﬁthe only acreage we have
on which to drill in saigd Sectio) 32 is the NE/4 of SE/4 theresf, and we

!‘r /wﬁih to driil on such 40-acre trict and maintain the production from it as

pacing and proration unit by itself. "

' We" have mailed copies of this applicaéiqn by certified mail with
return receipt -requested to all of the offsetting operators to the NE/4 of

- .8E/4 of said Section 32, notifying them of our -application.: The offsetting

opetators are as follows: Stoltz & Company and Sunray DX .0il Company are
the operators to the north and northwest; United States‘Smelting, Refining

BEFORE EXAMINER NUTTER

CIL CONSERVATIGN 110 e FloliM
s >,, < TV N . /
‘{:{/_:-:7’9:—_‘ —— f“ l:_ll NS _._____’4 """"" ——

FIUETEEL L




New Mékico_Oil Conservation Commission
July 31, 1968
Page 2

and Mlning Company is- the operator to the west, southwest and south;- and

- northeast, Phdto copies of receipts show1ng notices have. _been _mailed are

attached hereto. and photo copies of the signed receipts from the offset
operators will be forwarded to you after they have been returned te us.

This application is submitted“tbAyoﬁAiﬁ f;iﬁiicéfe;

Yours very truly, —

BURLESON & HUFF

By

Jack Huff

ok SN

MERREN & MONTGOMERY

By

Kem Merren




. - . GOVERNOR —
DAVIO F. CARGO
CHAIRMAN

' - ) . ﬁtate of }ﬂeﬁl @%xxcu
‘ . R S | @tl Gonse ~Toammission
"LAND COMMISSIONER

GUYTON B. HAYS
MEMBER

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY * DIRECTOR

P. 0. BOX 2088
SANTA FE

September 4, 1968

B _'WWBurles;hl&Lﬁﬁéfwi
P, ‘O, Box 935
- Midland, Texas'

Attention: Mr. Jacx Huff
- Administrative Order NSP-798
-Gentlemen:

Dafarance is made to vour. appllcatlon for . approval of a
40~-acre non-fitandard oil proration unit in the North Bagley-"
- Lowexr Pennsylvanlan Pool consisting of ‘the. follow1ng acreage:

L E

L AT \1 v‘r ‘“*““v—--—:‘«"—‘r‘ .
Mm [orOrosapirdr DTJ Mt“ (‘n - 2 N

TOWNSHIP ll SOUTH, RANGE 33 EAST, NMPM
‘Section 32: NE/4 SE/4

It is understood that this unit is to be dedicated to
your Lower Pennsylvanlan test well to be located within 150
feet of Lhe ‘center of the ﬂE/4 SE/4 of said Section 32.

By authorltv qranted me under the provisions of Order
No. R—3249, you. are hereby authorizéed to operate the above-
descrlbed acreage as a non-standard oil proration unit. )

Yery truly yours,- - )' . =

VAL L. PORTER, Jr.
Secretary—Dlrector

ALP/GMH/esr

cc: 011 Conservation Commission - Hobbs

0il & Gas Engineering Committee - HPBFFORE EXAN‘\'NER NUT‘?ER
State Land Office - Santa Fe
: OlL C(‘NSERVATION O 2 SE L ,N
/\

Proration Department, occ - Santa Fe
4~£ﬂ%/kf X!lﬂf NO. ST

e
! CAGE 1% ] e /__h_
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" BEFORE THE OIL CONSERVATION COMﬁI§§T6N“W"ﬁh“WW””“'" : .
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING ﬁ
CALLED BY THE OIL CONSERVATION t
COMMISSION OF NEW MEXICO FOR .
THE PURPOSE OF CONSIDERING: [:

”// o  CASE No. 3871

‘a . “J ) Order’ \Io. R- ﬁé iU
| ’ Cmm _:;f‘;' 7 ;—, l/ 1 /
IR
APPLICATION OF STOLTZ AND COMPANY o L0 .

FOR COMPULSORY POOL;&Q LEA COUNTY, - e T
NEW. MEXICO. -~ - - e Al ;

("

ORDER OF THE COMMISSION

BY THE COMMISSION: . | - N

‘ing at 9 a.m. on September 25, 1968 ,
e Examiner _Daniel S. Nuttér‘ .

This cause came on for hear
at Santa Fe, New Mexico, bcfur

“Nuw, on this, day of __October. , 1968 , the Comm1531cn, a
guorum being present, hav1ng considered the testlmony, ‘the record,
and the recommendatlons of the Examlner, and belng fully advised
in the premises,

}‘*v_: ‘
FINDS: -

(1) That due publi&rnotice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the appllcant Stoltz and Compan ,'=eeks an order
Pemnsr (3] /’)/zuz,’ &rma//f“ll

e s TS X “Tala

poollng a11 mineral “interests in the

vantamPood underly1ng the E/2 SE/4 of Sectxcn 32, Township 11

South, Range 33 East, NMPM, Lea County, New Mexico.

7

(#)#B That by Oider No. R-3249, dated June 5, 1967, special

rules and regulations were’ promulgated at the instance of Stoltz

ﬂg)ﬁﬂ - That Rule 2 of sa1d Order No. R-3249 prov1des that each

well shall be located on a standard unit contaxnlng 80 acres,

IS
« 1l o e
! r*wﬁ§§éﬁ§?“1ess,“c ns stlng -of ‘the N/2, $/2, E/2, or W/2 or a
e
governmental quarter sectlon and that nothlng contalned withln
\,M_,._,. : (';} Tthnal it //( v/// o R VRN VY
. 7 ! "‘- : . ? ’ /' . - "
' orne nu/ . f "/t"zc Lo o il Ly R '//:z' A !l ,4/7/fg’;—-
Lower P E A P A Ve, o TS T T

) . _ | _ ) 0 e e,
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-2 o
CASE No. 3871

said rule shall be construed as prohibitiﬁg the drilling of a well
on each of the quarter-quarter sections In a unit. /
n . seltsENY .

(6) That ‘the applicant is the oﬁérator of the SELX, W/2 SE/4
_ - ) A
and the SW/ilof said Section 32. '

-

(7) That the applican;:/és the operator of shid;SE/éisE/4,

has the right to drill_aﬁa proposes tc drill a well in the E/2
T “ Nerth Baglrey - : k .
SE/4 of said Sectidh 22 to the Lower Penfisylvanian Pool.
, e ’ '
L , b
(3) That there are interest owners, Burleson & Huff and ,

I

I

L
i
{:
'

Merfen &dﬁghtgomery, in the proposed spacing unit who have not.
_ /-
agree@Z%B”poblwtheir interests.

ﬁﬁﬁ) That said protestants, Burleson & Huff and Merren &
i A
Mon’goméry, are the operatdrs of only the KE/4 58/4 OF said
) l/;;j’. ‘ ’
Se'ztion 32. -

7 , . . i T U S S : NP
i I That RPuls 2 4 U S forsneniioned Oraer No. R-3249,

qﬁvefniné the North Bagley-Lower Pennsylvanian Pool, reads ag
| : ‘ N
#bllows:

}/ " RULE.3. ThéfSeqréﬁa:y¥Dfréct6rL&f thg;ébmhtésgqﬁ’mgg’ggaﬁgf

// hearing when an application has been filed for a noh-standard unit

comprising a goﬁernmehtal’qudfﬁer—qharter section or lot or the
‘unorthodox size or shape of.the tract.is due to a variation in the
legal §ubdiv;§iggvof'the.United.States Publis Land Surveys. All
operators offsetting the proposed non-standard nit shall be
notified of the application by registered or certified mail, and
the;applicatioﬁ"éhall state that such notice has been furnishedqd.
The Secretary-Director may approve the application upon réceipt
~of written waivers from all offset opérators or if no offset
operator has entered an objection to the formation of the non-
standard .unit within 30 days after.the_Secretary-Director has
received the application.

(1{) That on August 5, 1968, the Commisgsion received from
the aforementioned protestants aﬁxﬁpprﬁcation requesting adminis-
trative approval,'pursuant to said Rule 3, ‘for a non-standargd

Pproration ﬁnit comprising the NE/4 SE/4 of Section 32, Township

| 11 South, -Range 23 Eastylﬂﬁgi;wieawCGuﬁty, New Mexico, to be

dedicated to a North Bagley—Lower Pennsylvanian test well to be

located within 150 feet of the center of said quarter-quarter

sectioniwéwwmm;w
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CASE No. 3871

(12) That Stoltz &

the Proposed non

51

1w

(r
§

~ —

as a“nonfstandard“pro

Penn3ylvanian Pool,

——— v &
PP

| SE/4.5%/2 spyy,

(1)

. DONE at Santa pgw
designated

I0h unit

(1) Thi;i-”‘,'._ei-:;\;;._u... e i

Lea County,

thhfhe'Nbeh Bagley-Lower

New Mexico, s
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-~. IN THE MATTER’OF:

g

BEFORE THE
NEW MEXICO<HTL CONSERVATION COMMISSION
S. .ta Fe, New Mexico
September 25, 1968

EXAMINER HEARING

t

Application of Stoltz and Company
for compulsory pooling, Lea
County, New Mexico. ,

- NS P it o P

- — > S S Y W I G G San D St am T e W S R NS G CW NS GV M S G SN Ml S S SO S G e

BEFORE: Daniel S. Nutter, Examiner

TRANSCRIPT OF HEARING

Case No, 3871
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DEAN STOLiz
Direct Exanination by Mr. Kellahin
Cross Examination by Mr. Morris
Fﬁfther>Cross Examinat{on, Mr; Morris

Cross Examination by ﬁr.iNutter .

JACK BROWN

Diréct Examination by Mr, Kellahin
Cross Examiﬁati;n by Mr., Morris
»Cross Examination»by Mr, Nutter
JACK HUFF .
Direct Examination by Mr. Morris
Cross Examination by Mr. NHutter

.. Cross Examination by Mr. Kellahin

Redirect Examination by Mr. Morris

.~ LEWIS B, BURLESON ’

Direct Examination by/Mr. Morris
Cross Examination b§ Mr, Kgllahin
KEM E. MERREN |
Direct Examination by Mr, Morris
Cross Examinétion by Mr., Kellahin

-.Cross Examination by Mr. Nutter 7

H-

© 31

34

[
e

46

51

52

57

67
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v

Andrews, Hannahs and Morris, Santa Fe, appearin

Lewis Burleson, Kem Merren, and W.C,. Moﬁtgomery.

MR. NUTTER: We'll call Case Number 3871,

;MR.’HATCH:"Cdéé"?ﬁ?Ifwﬁbﬁliééfibn'6f'SEBiEZ and
Company for compulsory pooling, Lea County, New Mexico.

(Whereupon, Applicant's Exhibits

Numbers 1, 2,.and 3 were marked

- Tidentification.)
MR. NUTTER: We'll call for appeavrances.
MR. KELLAHIN: - Jason Kellahin of Kellahin and Fox,

Santa Fe, appearing for the applicant.

MR. MORRTS: Dick Morris, Montgomery, Federici,

{

MR. KELLAHIN: -We have two witnesses we'd like to

" have sworn.

MR. HATCH: Will you have witnesses?
MR. '‘MORRIS: I'm not sure how many witnesses we'll

have.' Let me ask all of our men present to stand and be sworn,

just in case. We have three,

(Witnessés sworn.)

DEAN STOLTZ

called‘és a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMYINATION

BY MR. KELLAHIN:

@  would you state your name, please?

g for Jack Huff,.

fa

S




TN el

0

Q

pean Stoltz.

wWhat business are you engaged in, Mr. Stoltz?

0il operator.

~ Are you the applicant in the case pehdipgﬁ?gﬁore the —

Commission at this time?

A
Q
A

Q

e

TEe

e

<
- By=.
Py

On pehalf of Stoltz and Company;rdﬁf paffﬁeféhip.
Is Stoltz and Company a partnership?
Yes.

stoltz, are you familiar with the application of

StdiiiVSEEMCBﬁ“aﬁ““in*Gasem387L2_WMww

- VA e

Q

A

southeast guarter of Section 32, réwnship 11 southy Range 33 G

East,

Bagley Field under the 80—acre'proratibn unit
provide for.

Q,

Ihai—ﬁo ) g e
Wwhat is proposed by stoltz and Company in this case?

We're proposing to compulsory-pool the east half

]
H

for the drilling of a PennsylVanian-test, in the NOrth

that field rulés

Now, do Yyou own the right to drill in the'éOuth half

of that section?

;)

In 280 acres of the soutn half, we have this under

sublease from U.5. Smelting and Refining3Company. The remaining

40-acre tract is owned by Jack Buff, bein

g the northeast gquarter

southeast guarter of Section 32.




- Q «~ Now, is that the tract that you propose'to force-pool

. | : into a standard proration unit under the pool rules for this
area? .

A This is correct, the northeast qqarter; southeast

quarter Wiﬁh our'éﬁbieased’acréaéé‘iromruisi Smelting in the

sogtheast guarter, southeast quarter.

o what is the spacing in this pool?

A Eighty acres.
Q wWhat pool is this, Mr. stoltn?

77777 A ';Efjslthewnorﬁh'Bagley, ypper and Lower pennsylvanian.
0 Have you made any effort to get volﬁntaiy podiingvéf

this tract of land?
A We have made several overtiires to Mr. Huff and his'

group relative to poth ‘subleasing his 40=acre tract for the

purpose of drilling ansimmediété“well. We propose ‘that he be
19 and a half per cent ovqfride, which would be §roportionately'
?(g ‘ :reduced'as to their ihteregt under an 80-acre tract. Also,

¢ s we propose'that we drill a joeint well, it being imma£erial as
to who would aétuélly"bpérate the wéll.

v - We have some 51 wells in the field and would be

e ~ certainly,

I think, qualified in experience to operate the

proposed well.

- Q yYou're willing to drill a well and have them join in

i the drilling, 18 this correct?




teg

"

A This 1s corréct.

Q You're also willing to take a farmout from them

7 ‘on any reasonable basis, is this correct?

MThig ig so.
Thlg 18 -S0.

S , T
&%

Q Are you willing to join them in the drilling of

‘a well and have them dfill it?

ES
A Yes,
G And have they made any agresment to do any of these
things? S , |
A NNo,they have no;.
) Mr. Stoikz,'you own the remaining acreage in tha£

half-section. You cbuld acgually drill a well and,dedicatev
other acreage to it, co&i& f&u hb;g»

-A We believe that we‘Will ﬁave four full 80-acre pnits,
in this_half-secﬁion and, therefore, at some'pﬁint, in an§
event, we would have to pool this 40 with some portion of our
lease,

Q In order to dedicate your acreage to a producing
well, is this what you meaﬁ?

A This is so.

0 Now, referring to what has been marked as Eiﬁiﬁit |
Number 1, would you identify that exhigit, please?

A This is a land plat of the area in question which




L)

-y

embraces the North Bagley Field in Townsh
33 East, lLea County, New Mexico.

-Q And does it show the acreage i ved in €his

o
<
o]
'-J

applxcatlon and the ownershlp 1nsofar as you know it?

A Yes, it does,

Q Now, that designatéshihe'acreage as being U,s.

Smelting, is that correéet?

A ¢ Yes,
o] Now, you pgye;a:fétméuﬁ from U.sS. Smelting? - . ’W;figf“”””fi
WA“”imﬁe héée“a»farmeut from UL s, smeiéiﬁg; .
Q Have they advised the qumi351on of their support
in. this case?
A They have, yes, sir.
Q Was Bxhibit Number 1 prepared under your supervision?7
A Pardon? | |
Q Was Exhibit Number 1l prepared under your superv1310n°
A Yes.

MR. KELLAHIN: At this time, I offer in evidence

Exhibit Number 1,

MR. NUTTER: Exhibit Number 1 will be admitted in

evid

'm
0
D

(Whereupon Appllcant's Exhibit
Number 1 wasg admitted in
Tevidence.,)’ -




~ L
AN

SN
\\

Q Do you-have anything to add, Mr., Stoltz?

.

NO. I do not,

>

MR. KELLAHIN: That's all 1 have on dlrect
examination of the witness.
MR, NUTTER:~VDcesWa£yone‘haQe‘éﬁy'ﬁﬁeeéiehsuefvfhis
witness?
: MR, MORRIS- Yes, sir,
"« MR. NUTTER: Mr. Morris,

CROSS EXAMINATION

1

Q HMr. Stoltz, I believe you said in your appiication,

but I did not heaf you say on direct, that you actually propose

‘'to drill a well in this 80-acre unit that you vant force-

pooled, is that correct? -

A Yes,

Q I dldn t hear you say where you expected to drill
that well.l What locatlon do you expect to drill in?

A We'd be willing to drlll this on either a 40-acre
tract, whether it be the 4d‘that Mr., "Huff hsas under lease 6y
whether it be the goutheast southeast quarter which we have
under sublease from?U.S; Smelting.

Q> What is your proposal to;the Commission? Where ig

the well to be located to which you'propose to dedieate tﬁis‘




R R R R R R e e T e -

- - 80-acre proration unit?

A I think that this would have to be, or either

~location would“be-satlsf actory to us, and I would assume

_ that there's nothing unusual we'd have to agree to as
| potential joint operators.

S ST Q You have no definite proposal riaht mewo
. 1' N

& i s L :,.-‘—‘"-.vll .
PATR R ~
- gtk P

I PP A Our proposal right now, I’d say the southeast
RS

. . ke
MISSioH to fix a

certain risk factor in connection with

the drilling of the well ‘and I haven t hedrd you mentlon

éhYEHiﬁg‘&Béﬁf”fﬁgi here on your dlrect testlmony. What is

your proposal with respect to assignment of a risk factor°

MR, KELLAHIN- I th;nk Mr, Stoltz ‘could answer the

L » - question. We will have some further testimony on that, however

MR. MORRIS: I see.
e Q. (By Mr. Morris) wéll, doesn'tlthe risk factor,
o Mr. Stoltz, depend on where the well ic drilled?

A Ve donot feel that is so. We feel the full 320

acres is capable of producing.

Q You think there is the same amount of risk as

involved in drilling a well no matter where it is located on

this 320 acres?

i

R

57:i . SEACEE o southeast. /:3A ' T
A : ; : fe :
SRR LR 2 . Q ‘Now again, Mr. Stoltz, your application asks the ‘ :
. e LT g Y P
Yo ~% ‘ ] } I
!
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e Nurber 1.
A (Whereupon: Huff Exhibit Number 1
was narked for identification.)

Q 1s what has been marked as Huff Exhibit Numbex 1 in
\ this case 23 copy ©f ghe~notiée that was seht7;$m§;&§>
;ﬂ:?;hj ' A It appears&to pe a copy Of the same.
- ;F’jégﬁg ' i MR. KELLAﬁIN: May I ask the date of its éiéggé?;
| MR. MORRIS: It'S dated Jﬁly thirty—first, 1968 .
113 offer Huff Exﬁibit number 1 into evidence.
_____ S | MR. NUTTER: Mr. Morris, 1is this the application that‘
Hgif ﬁadewfdnéﬁé*CQmmission fof“the nOh—staﬁaard'proration unit?
MR.. MORRiS; That. 18 correct.>
o MR . ﬁﬁTTER: :This will beiidéhtified aéﬁ enﬁered, thén,

as Huff Exhibit Number 1. . -

(Wherétpon,‘néif cyhibit Number 1
was adnitted in evidence.)h

Q (By M. ﬁofii;}~‘Now, Mr. Stoltz: you received'a copyY

of this applicatioh\as an offset operator . Are you~fahiliar*

with the Ccommission tules and requlations regarging the grantinq

-

of administratfae non—standdrd proration units in this pool?
,; A _”Wé”Were~net; As & ﬁatter;of fact,'We assumed that
this would come up pefore a hearind of this type-

Q Well, novw, Mr . Stoltz. weren't you actually the

applicaht for<these rules that we're ralkind about?

)




-
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MR. KELLANIN: If the Examiner please, L don't know
what rules he's talking about. I also question the materiallity
of this line of questioning. I don't know what is to be

&bcomplished by establishing that the Commission apbréved the

- non~standard unit which, admittedly, tliey did.

MR. MORRIS: Well;wif the Cormission please, I think

upon the develbpment of the evidence here and the cross

N

B/ R . - |
examination or Mr. Stoltz, the eyuities of the sitwation will

be brought out and I. intend to arque after-the facts are before

the Examiner that the application should be dismissed and that

o

he or &

Mr. Stbltz hag Waived his ri

%%

estopped to present this

‘application to the Commission by sitting upon his hands and

doing»nothiné in the face of this application'fdr an
administrative order.

MR. NﬁfTﬁR: Mr, Morris, your last question directed
to Mr. Stoltz was, whether he had been the applicant for the
rules. Do you mean as appiica¥it for the 80-acre pool rules
which the pool was operating under?

MR.VQORR;S: Yes, I'm referring to Case Number 3583
speéial rules and regulztions for the:North Bagley Lower
Pennsylvanian Pool and Mr. Stoltz, I'm sure, will recall that

he was the applicant for those special rules and regulations,




MR, NUTTER,

“the Question,

Coﬁmission, and whe

rules ér Whetheyr he hag kno
non—standard uhit, I think;

MR, MORRIS:

‘Nether this was tha
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or unfairly and that is exactly what we feel is happening in

this case, and we intend to show, by cross examination and

; : J by presentation of evidence, that this would be unfair,

conpletely unfair to Mr. Huff and his group to whom non-standard

ﬁrotétibh'dnit was granted, to allow this application to be
entertained by the Commission.

.“;w‘ | ' MR; NUTTER: I thihk that I would want to put this
little item right here into the record: in ﬁﬁis case: that we /
do havé pool rules, that an application was filgd’on July
thirty-first, 1968,Jand the title of itris: "ﬁe: Application
far Administrgtive Approval of a Non-Standard Spacing Unit in
the'North”Bagiéy Lower Pennsylvanian Pébl Area of Lea County,
ﬂew Mexico," and the f{fst sentence of the second péragfébh éf
this letter reads as follows:

"We hereby makeQapplication to drill on the abhove

described 40-acre tract as a non-standard spacing unit
L and}fequest that, under Rule 3 of the ‘special rules - -
"aforementioned, the Secfetary—Director'of the Commissfon
grant us an exception of the ré&hiréménts'of Ru1e 2 of

- - gaid special rulesxwithdut notice and hearing and approve
. a | 6hr spacihg unit as consisting solely of the ﬁa;theust
quarter southeast:quarter of sai& Sectibn 32."

- © I think these facts will stand and speak for themselves.




-
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Now , would you proceed with your questioning, ‘I>£hink we‘vé
ironed out this difficulty oﬁxwhether‘there are pool rules
and whetber an application was made for administrativé apprdVal.
" MR. MORRIS: Fine.
MR. NUTTER: And. forkgﬁé"iéoofd)5wA§n't an administra-
tive ordor‘isSued,’Mr. Morris?
| MR. MORRIST Yes.

MR. NUTTER: What was the order number and what was

“the daﬁe of tha£ order?

NMR. MORRIS: Mr. Examiner, I would like to offer, and:
I'mighﬁ'as_well do it right at this point: @ copy of the =~ |

MR, NUTTEﬁ:‘ Mr.'kellahin, the Ccommission Qill have
+~ make this detetminaﬁion: whethet, as Mr. Morris argues:
your applicant has been eStoppoo} or whether as You axgﬁe,

“the.application should be approvéd‘for the order for development

,.of the reméinder'of the pool. This is something that will have

" “to ve determined outside of the hearing. 1t's up toO the

commission.
v, MORRIS: May I have this marked as juff Exhibit
Number 27

(Whereupoﬁ, Huff Exhibit‘Number'Z

was marked for ideﬁtification.)

MR. MORRIS: MZ. Exaniner, I would offer Huff Exhibit

Number 2: which is an administratiVe oxrder., nsp - 798, dated

PR
Lot
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September 4, 1968, appfoving the application for the non-
standard(uhit.
MR. NUTTER: fThat Exhibit Number 2 will be --

MR, KELLAHIN- I object to the adm1351on of the

[

/ﬂ

exhibit or any fu ther testlmony pertalnlng to the non—standard

unit as ‘being 1mnater1al to any issue before the Commission in

‘connection w1th thls case,.

MR. MORRIS: Mr, Examiner, 1 think you've already
indicated what your rullng would be on this, but 1 would like
to state in rzsponse to Mr. Kellahin'sg objectlon, just to make

our p031t10n c]ear, tnat we are not_here atta ckiﬁ§“°‘e"3pec1al
i' We are actually 1f anythlng, seeking to uphold tHOSe
rules and regulatlons, and in particular, the ‘Special prov151ons
of them that permit the grantlng of non- standard proration units.
We are: not trying to question here that the pool go back on 40sg
or anythlng of the sort, but we are saylng, in thls particular
ared, and in connection w1th this partlcular acreage, forced
pooling should not be ordered,

ﬂR. NUTTER: Huff Exhibit Number 2 will pe admitted in
evidence,

(W‘ereupon Huff Exhibit Number 2
was admitted in evidence.,)
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the north part of thls»sectibn, were you not?
A . Yes, sir.
Q You Qére actually drilling a well which has been

designated as your Una Well at that time, is that correct?

A That's correct.
Q I'm referring to the well that would be an 1mmed1ate
northwest offset from the 40 acres that Mr. Huff and hisfgroup

are on.

: .
A They,

“in fact,
yith respect Eo this;40—acre fféct till this well was donejor
conmpleted, o o
Q Since you brlng that up, Mr. Stoltz,
de an offer to Mr. Huff and his group to 301n you either in
the drllllng of a well or for farmout cut of their _acreage.
Now, you could not reasonably expect them to agree to either

one of those alternatives until Your Una Well was completed

could you?

offer and it was predicated on the assunption that this wouyld

. It was a production-type offer,

ﬁdefstand“ydﬁfwfé§fim659;

either to drill a

PR

JOlnt well or to take a farmout from Mr.

-advised us that they would do nothing

You say that youw:.

-

in other

you have offered
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with Mr. Huff retainind”é 19 and a half pex cent override.

"JT“"ThlS is rlqht.

Q Isn‘t thlS offer of a 19 and a half per cent override
something jess than the override that you offered and that/ycu,

in fact,whavewgiVen to U.S. Smelting for 'its acreage in the

.south half of £his section?

A~ We have made a trade with U.S. Smeltlng pased on &
22 and a halreper cent override and this is due to the ‘fact
that there are three and a half locations involved here as
opposea to half 2 1ocat10n with respect to Mr. Huff's acreage.
Q Your net lnterest in your acreage; then, ‘in the

south half of Section 32, considering 2 12 and a half per cent

royalty and 22 and a half per cent overrxde is only 65 perxr cent

1nterest, is that correct?

A That s rlght. our interest, 1nc1dentally, on a
communitized tract would be 66.5, 1 ‘believe, assuming that they

would accept the 19 and a half per cont overrlde.
Q Mr. Stoltz, did you make any effort to acqulre the -

40 acres that My. Huff now owns at the time it was put up for

state bid?

A We did not.
Q pardon me? .
A We dld not.
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Q You were aware that this 40 acres wWas put up for
"Wlease in Junc of this year py the State at sealed bid?

A Actually, % it was an oversight on our nart.

Q Mr. Stcitz, in your negotiations with Mr. Huff and
his group and your offers to them to join you in the drilling
- of a:well or farmout to you, d1d you at any time dlSCUSS
making information, from the Una Well that is the nor thwest
offset to the Huff 40 acres. avallable to the puff group?

A { can't recall what the exact conversation was'in
this‘respect. However, this was -~ 1 think whatever was
_ disoeesed along this 11ne was predxcaued on them making a
trade with us whiclhi, of course, they never agreed to.

Q Ag a matter of fact, Mr. stoltz, dian't they¢

specifically ‘say they could not evaluate your 5ffer until they

had somne jnformation on- the Una Well, lsn't that correct°

A Wwe haven't even completed this Una Well at this ‘point.
Q It's not completed?
A It's not comﬁleted.

Q Has it been logged?

A It has been 1ogged and the casing has been run.
Q Has the log pbeen made ava ble to the Huff qroup°
A e have not xeleased this loq.

o Q Mr. Stoltz, do 1 understand that your other Wwitness in
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TPEAT. T R Ty ‘:;i,;_i. . (N T
MR. KELLAHIN: Give him a copy.
(Whereupon, off the record discussion was had.)

‘A  Yes, that locatin~n, that circle does not represent
the location tﬁat we're now drilling. lIt’s 1980 frop thei;qrth
and 810 from the west, so it's in the southwest of the:north—
west quarEEr.

Q So the well[that has just been started is over there
in the southwest of the horéhWeSt?'

A ' Yes.

Q Now, this wellnésﬂGOQn'inrtﬁe-SOQEHWésfrsoﬁEhweét,

Mr. Stoltz. Do I read the map corrictly where it says that

‘it was dry and abandoned May second of '51?

A I believe that's correct.
-Q And that well went to a total depth of, it looks like,
11,600 and some feet. Do you know whether the Pennsylvanianhn“

Formation was tested in that well or not?

A In our opinion, this is muc¢h like six other wells

that we re-entered in the North Bagley Field and we think that

this location is productive in the same manner that they were.

Q This well was drilled prior to some of the newer

" completion techniques' that are being used in the formation?

“a Yes. You see, we didn't start that development until

July, '64, and there have been a few wells drilled up in this

~
o . : ‘ |
. . it
. B . N
R i
4 : i
. . c . - i
i " N 1R
R R
e | |
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the year prior to that, s© there's some
ok

twelve years gap in there as to thinking <n technique in terms

of completions.

Q Now, down here in Section 5 of the noiEﬁéaéE;’iS”that B

'a pennsylvanian well there, that plack dot?

A Yes, it is.

s

0 so that has

, in sffect, extended the North Bagley-~

Pennsylvanian dpwn’beyond,the south half of Sectiion 327

A ves, it has

o  How about tie amerada Well east of your Una Well,

i;?it § producing wel
A ves, it is.

récompleted that.  we

at this time. |

MR. NUTTER:

1 from the.Pennsylvanian at- this time?
1n fact, they have just rebently
don't have ahy produétibn dataon it

Are there any other quegtions of

Mr. Stoltz? He may be excused.

MR .. KELLAHIN: {ta like to call my second witness-

% . ) .
vcalled as a witness,:havlng peen first duly sworng was

examined and testifie

BY MR. KELLAHIN:

d as follows:

DIRECT EXAMINATION

Q Will you' 'state your name, please?
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P ’ - A Jack Brown., ' : I ‘ I
R Y
5 , Q By whom are you employed, Mr. Brown? .
A I am a partner in Stoltz and Companvy.

Q ' And what is your profession?

A @fEﬁginee;,’petroleum‘éﬁginéef.

Q 1ﬁaye.you testified before the 0il Cdﬁéervétidn
Commi.ssion and;ﬁﬁde your QUaliﬁiqations a matter of record?

A Yes, I have,

MR. KELLAHIN: Are the witness's qualifications
acceptable? .~
e e e et e , -

MR. NUTTER: Yes, they are. s

o ‘Mr. Brown, are you familiar Qith Ehe application now L
. . ' ; \ 3 . I -(.‘.’,‘;(,;:. PR
pending before the Commission? : ’ - 4:?3
, A Yes, I am. 4 ‘ T
Q In connection with that application, have you made a ,
: study of the area involved in the acreage owned by Stoltz and : =
oty . .
?iﬁ Company and that owned by the Jack Huff, Lewis Burleson, and '
?{5 W.C. Montgomery and Kem Merren?
A Yes, ‘I have,
St :
o . _ Q Referring to what has been marked as Exhibit Number 2,
IR would you identify that exhibit, please?
2| ' , .
. . MR. MORRIS: Excuse me. Do you have an extra copy
ﬁé- - of that exhibit? -
\e
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,MRf,KELLaHIN’ I don;ﬁ know:f
MR. NUTTER: Show him that one.
MR. HATCH: (Complies.)
A ~ Exhibit 2 is a contour structure map on top of the
gtrawn Formation of the North Bagley and Bagléy—?eﬁnsylvanian

Pool.

0 ""Now, what is the purpose of this exhibit in connecﬁion
w;th‘ﬁhis aéblibation, Mr; Brown?
“ A This exhibit shows our geo%ogic;l interpfgta@ipn
of tﬁé acreége'iﬁwéaééﬁioh;‘ |
Q. In y;ur dpiﬁiqn, is the south'ﬁélf of Sectidﬁ 32

productive from the Bagley—Penthlvanian Pool?

LA Yes, ~1 believe it will be proéﬁctive.
o  Would that apply ®o the ent;re south half, in your
opinion?
A Yes, the eﬁtire south half.
-Q Now, it would gppéar, and' I believe there was some

discussion of it previously; that there is a dry hole which was
plugged and abandoned in May, 1951, is that correct?
A Yes, there is a dry hole there.

Q In your opinion, does that in any way endanger the

gouth half of tie section?

A No, it does not.

. . . H 4 . ,
St s T ' |
o ]
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g TWill ycu»stéte on what vou base that opinion? ’
A As Mr. Stoltz stated, we have pexsonally re-entered

six so-called dry holes in thisbﬁorth Bagley Pool éﬁéwbﬁher

operators ‘have re-entered two or three others and developed;

but using the techniques we have today, we could make producers

out of, what’qperators here as “Joe calls it, dry holes.

Q Now, in connection with your completion of these
walls, you are.préséﬁtly”dr‘lling the Una ﬁg. 1l Weliﬁ is tﬁat
correét?

A Wwe have just sét pipe and loggéd it so far.

Q | You have sét pipe and logged it?

A Yes. | \

Q Is it pfsétical to evaiuate avwell by a log or Dri;%TH

stem Test in this area?.

A We do not feel so. We have made a practice of setting -

casing and testing the various zones with a Kobe pump. I mean,
personally, I would not, until I tested all the porosity by

) o .
using a Kobe pump, calling it a dry hole.

Q In other words, you have to make a completion in order

to determine Whetﬁer you have a producing well or not, is this

your testimony?
A Right. Yes, sir.

Q Now, you have made a study of the producing history of
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the Bagley Péhﬁs§iVanian Qélis, ﬁgfth-ﬁééléy?

-A . _Yes., I have,

Q Referring to what has been marked as Exhibit Number 3,

would youiidenfify that exhibit.

n Exhibit Number 3 was made to illustrate the allowable
that the field has or would be permitted by the Commission versus
the currernt production, our July, 1968 production -in the field.

S

For instance, in the North Bagley Lower Penn Field, -there were

61 wells producing durihg July and the permissible allowable,

e B
Tif "every well was top aliowable, would be 622,13% barrels. Tho

actual prod&étion was 298,120 barrels. The ratio of the

.. i _
produCtioﬁ to the pﬁssible allowables, .48, and748'per cent oﬁ
the top allowable being produced in fhe Lower Penn. ”
Q  Does this indicate, then, thétiﬁﬁé §véf3§éJwéiI‘in
the Bagley Lower Penn produéés less than 50 per cent of its

allowable .--

A Yes.

0 ~-- that would be assigned it?

A That is what it illustrates.

Q Are you familia; with the pool rules for this'pOOi?
~A I am.

Q In thé e?ght you have a wellrlocated;on a 40¥acre

tract, what allowable is assigned that well?

el




L)

o the amdunt of acreage. 1f

<A it's prorated according

you,havg;pa1§>of a standard unit, you'd have half of the

<

maximum allowable thét a full unit wouid have.

Q " Which would be approximately what the wells are

o

préaucing;manyway, ié this right?
A ‘ﬁha£“€he average well is producing, anyway.
Q Well, what affect, in yéur16pinionf'would*this hév;
on‘offéet‘hperators, then? |

A I believe that, rather than a well being penalized

e _should be no penalty whatsoéver at this

res and 2 well on

“q  In other words, a well on 804

40 acres would, in your opihidn,*qet approximately the same

allowable?
A Same amount of allowable and same amount of drainage.
o R R e i . . e .
- Q Mow:, In “onnection with the drainage, are you in

agreement with the finding of this Conimission that one well will

drain in excessS of 80 acres?

A Yes, I am.

Q 1f that be the case; then, would one well located on

40 acres cause any disadvantage to the offset operators?

A The disadvantage, if it was only 40 acres compared to

80, you could get an équivalent amount of volume.
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. A
: ‘ pumping.
e
E a Q’ Are’gou taking that into conSiderationii*arrLViﬁg atc
your operatxng/costs’
A Yes, 1 am.
.9 And what are the costs‘of superviéidh?
A To drill and éompleteiihe well?
4 Q ﬁo. fofitbe operation of the well,ireasonable cost
; for the,supetvisioﬁ; | -
. ‘A_ Those are inciﬁded in the costs. 1 set at $1200.00.
o . They are cantedsar =t
A Y;s[‘;ﬁe" are. “ | - A
Zeoeara . the éemmiséiog may

ew Mexico SL&TR=

es fit ro enter a foreed

ugnder the N
grant @ risk factor in the event it s¢€
n that

ve any recommendation'i

poolinq order. po you ha
conneetion?
A 1 recommend 150 per eent.
Q Now, OB what do you base tﬁis, Mr . prown?
A - That, as 1 say, @ well cannot be determined ro be dry
nd soO you!rel:iﬁs.:,”

h the'complete procedure a

oing throud
whether the well would be

without ¢

$150,000.00 to determine
xhibit

1t brindg an €
alf of

Vfisking

actually 2 ary well or not; and alsor 1 didn
to illustfate that, put even though We feel the antire h
€ section is produétiVe, it could;be very_peesible tﬁat,

.
Tae-
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n poésibly, you could actugily make a dry hole. There's no
driliing‘veﬁture that is lOprer‘cent sure until you‘ve

T‘ drilled a hole and put it under production.

& : ‘

Q In addition to the normal risks of drilling a &éll,
has it h?én your experience that you find variations bf
permeability in this --

A Yes,‘we have wells inside a location thiat have thr;e

' good or four good wells, very good wells, around them, and

‘inside the Iocation, just due t6’a Tittle local permeability
reduction, they would not be good wells.
| Q Now, do you agfee with tﬁé testimony thét”was“given;

L

“on either 40-acre tract here?,

L Y

Lo L A Yes, I do.
“f d 'Mtbo YBu feel they are equdlly good?
B A Yes,
C o Now, in the event this forced pooling érder is not
granted, would that make it necessary to drill on the remaining
: ~d0=acre" t’fé"cti “owned by Stoltz and éom“ﬁaﬁy?
S ' A Yes, it would.
o Q Did you participate iﬁ'the‘negotiatidhs{with Huff
- and his partners?. -
- ' A I was present, yes.
-
:
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ave B ’
Q Apo you know whether you agreed to drill this location,
too, whether the Una Well was a producer or not?
A  Yes. TthmGdsJééfﬁ*éfwthe_ﬁfopositién. The offer

we made was, assuming this is productive down here, regardless
of the Una, even though it turned out-to be a dry hole, we could
still,&rili'either one of these tracts.
'Q' Were Exhibits 2 and 3 prepared by you 6rnunder YOur
superviéién?  | | | |
A AYes,'they Qere;
MR. KELLAHIN: At this téme; I offer in evidénce
Exhibits 2 and 3. : |
MR. NUTTER: Stoltz Exhibits 2 and 3 will be admitted
in evidence.
(shereupon, Applicant’s mxhibits
Numbers 2 and 3 were admitted in
evidence.) '

MR. KELLAHIN: That's all I have on direct examination.

MR. NUTTER: Are there any questions of this witness?

"My, Morris, -

MR. MORRIS: Yes, sir.

CROSS EXAMINATION

BY MR. MORRIS:

Q Mr. Brown, what control did you have for the structure

‘that you have shown in Section 32?2




' 32

outhwest of the southweét

‘ .
|
| -
A We have @ dry hole in the s
of 32. The well is shown to be a dry hole. We have the well
two,prOduCinq wyells that were

down in Section S; ycu"havemthe
dri time.

11ed at that
| Q Which two are those?
A | The north half of 32, We have the Amerada Well over
.in the northwest guarter of 33. You have a‘well in the gouth-
A er of 4. rhey all give you control. | |
ble t§ you

west quart
Q Was:inﬁormation grom the Una Well zvaila

at the time you prepared,this map?
A'; No,_it was not. |
Q You 4id not use any information grom the Und Well -~
A .No. | :

you he . .tion available tO

po you have iniormas

- on this?
na Well that would, either one,

rhe Un

Q

jéu“ﬁow'ffém

at. One way

. A within 2 fow fe

- reject this interﬁretation?
L A Yesi it would.
v Q 'And_does it confirmvthe interpretation?
- A " f haven't checked e, I'm not that concerned. I know
?;;vw it's going to be right there:
N Q LA such a sufe thing that you just xnow it's goind to
- pe there?
or another, Y€Si wi£ﬂih"é'
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tour-ox 50. ..
MR, NUTTER: Fifty foot? .

THE}WITNESS: Flfty—foot contour. 1t will fall within

the contour line, right. -

Q Are’you‘saYing that you have not examined the ©°

B

log?

A Yes, 1 did examine the log. I dxdn't pring . it back‘

~and correlate it and put it on the map . Thls was done thhln

_the last two or three da -5, ‘last Friday. However. in the

[}

‘field; as I S ay, L have it on the map, but this zone 1 was

looklrg for in the flold hits withln ten feet 't‘whézw~1 had
predlctod 1t would in ihe fie]d That's the reason'I feei sure
it will fall within—ten -foot,. one_yay'or‘another. o

Q i'd'like tooialk about this recommendation you've .
ﬁade of_lSO per cent or 2 50 per cent risk factor. IS it true,
Mr. Brown, that thé wells in this particular area of the field,
and 1'm referring to Section 32 and Section‘29 and Section 20,
those in“thot area, that the wells in that area are petter as
“you go north? |

A ﬂo, thatis not ryne., From what point, now, are you
talking about? |

Q- Well, specificoily, what I'm asking is: wouldn't you

iexpect"to get a petter well if a well wexe drilled on tne Huff




|
|

go add
- n .No, 1 do not. _ _
} Q Mx Brown, ybu are 8 partner in Stoltzrand Ccompany e
A yes, 1 am 8 S
Q pid you part;cipata in the negotiations with'u.s.
Smeiting gor the £arm§ut‘of .1ts acreage?

A No, not personally, 1 aid not.

Q Wexe YO consulted in that régard as to £he ampount of
override rhat ghould be offered O U.S. gmeltind for the
farmout? |

A ves, I was.
% Q poes th? ainount of farm( f overrlde éhat”is
E_; qffered on a garmout depend'to some degrie apon the amount of
2 r&ék that 18 involved in, ©r that will be involved jn the i
qé,- arilling of that acreage?
'_; ‘ A 1 would g:ve jess on 2 wildcat than 1 would on an
4 offset jocations yes.
" R, MORRIS: shat's a1t ¥ nave.
. CROSS 'EXAMINATION.
pY MR. JUTTER: |
- . - Q Ur Brown, you have rhese var ious wells 11 gsectlo
¢ contour WP put you“don‘t ave the subsea -

58
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elevations on there., Did you have the subsea elevations when
I . [
; ' this map was drawn?
‘? . N B Yes, we did. )
- o  And, f&fuiﬁgééhce, the.Sue in the southwest southwest
- :
,ngﬁ N of 29, and the Rose and Nelly in.32 and ihe Metco Well down in
%'j} | Section 5, although you don't have subsea elevations on those
. ey wellé;?théy are considered in the-subsga”élevatiods at the top
‘f,i_ : of the Strawn?’
‘i’: R - A Yes, they are.
- 0 They are c&hsidéred in plotting:theriines?
. B B Yes. It's better to get them on the map. -
” BE 0 Now, on this $1266;&6M§éf mdnth'per-well,AthiSiiEVA; .
~ direct charge, operating costs for the average pumﬁing weil in -
é;ﬁ B the pool that you opérate, is that correct?
- A ves.
€~ﬁa Q And you said it includes administrative overhead. How
g,ﬁi _ rmuch actual adminiEEfﬁtive“overhead do you average on these
g | weli; on here? |
é‘d ‘A{f'”A“hundred dollars?
w - ' UNIDENTIFIED SPEAKER: Yes.
| A A hundred dollars.
B Q Abcut a hundred dollars per well per month?
- A Yes., o ‘ ”
o
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0 And then 1100 would be direct charge, I imagine.
A Right.
Q The reason I ask is that because the Commission, on

its orders, usually sets out a dlrect charge for operatlon""-'o-f"~~~~~'~:~~—~~i~~~~—~~—~~-«v~u-n__;.,,.,T“,.;,.A_
the well, plus a fixed dmount for adm;nlstratlvg;overhead.
A I don't feel that a hundred dollars is sufficient.
It shoﬁld be 1150. We have done a hundréd dollars in the pasf,
but the cost of everythlng has gone up and the nomlnal price of
that depth of a well would tn a hundred flfty dollars at the
“ time.

Q And you are acguainted-

‘n

sith the provision in the statute
that the maximum risk that the Commission can come, as set for:

“a ‘forced poolirnig case,-is 50 per cent, . Are you aware of the-

0

ommission .policy which has reservéd that 50 per cen£ for
maximum risk ventures? R T 'é
A I'm not familiar with the policy alongithbse lines. 5
0 I might note, for the sake of the record, that tbe
50 per cent has been used only inlghose instances where it is
coﬁsidered theré is a maximum amount of risk involved and that
some of the more éure prospects ‘carry considerably less than
that maximum, 50 éer cent;
Now, the one hundred flfty thousand dollars that you
- mentioned is the average cost of wells in thls pool 1nc1ud1ng

the artificial 1ift equipment, is this c arrect?

G
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‘A Those—are-our-average costs, yes.
Q Now, -does that mean the Kobe equipment on the well,

or is this a pdrtion or part of the triplex pumps in the power

0il supplies at the time that --

‘A - It's equipméht pertaining to the well.

Q Just to’ the well?

A Yes.

Q So ydu‘d have some additional charges hack at #he

tank battery inc¢luding --
a Well, we set the ﬁahk‘béétefy>6ﬁ the Qéii; ‘We have

one battery and one triplex for»eachshell,

Q For each weli?

‘A Yes,

Q Even though it's a multi-well lease?

A Yes. | |

Q 1 see. So this is QVQragé for a welLﬁ regardless of

how muéh“théfé*are on the leasé'there?

A Yes.

Q Is this area, Mr. Brpwn, prodﬁctive,from both zones
of the Pennsylvanian, or are allréhese single completidns down
in this area?

A They will vary from well to well, that'area, all the
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Q Tﬁis hundred £ifety thousand is:for a singlé COmplgﬁiQn,
I presume? 3

A ’ Yes.

Q Are there any duals in the'immediéte area?

A No, sir, not in the field; no.

Q What are these wells in the noxth half 6f Sectibn 32
producing from, upper orllower?

A 1 beliéve theylre all LowéfJﬁénnsylvanian right

there.

‘ﬁkQ”ﬁﬁfoﬁd 1y . ¥ellahin, whét isI%he application?
The style is, "ppplication of Stoltz and Company for compulsorg
pooling in the North Bagléy Upper, Mi&éié;”énd Lawé;vPcépsélvanian,
for any and all" -- |

MR. KEL#AHIN: For any and all zonés, what tliey 're
able to complete. e | |

MR. Ng?TER: Including dual completiéns, Mr. Kellahin?

MR. KELLAHIN: Including dual completions. l

MR. NUTTER: Weli; we probaﬁly should have some

discussion the

5 on the cost of dual completions.
THE WITNESS: We're not anticipating dual completion;
put- the Kobe type of operation, it becones impractical, in ny

judgmernt, to attempt dual completions.

-G So you would run it into a single completion?
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F'You may be excused.

A Yes, sir,

‘rMR. KELLAHIN: That was a laWVer's p01nt of"

iew,
MR. NUTTER: You re 901ng to get all those strings of
tubing down that well, now.

A We had an attempt at one time in the fleld at a total .

_coét, eventually, ot about a half million dollars, and to no

success,
Q:‘ “I see.
MR, NUTTER:

Are there any other questions of Mr.,Brown?

Do you have anything further, Mr. Xellahin?

s

MR, -KELLAHIN:“That s all we "have at thls tlme.
X k k % % : <
JACK HUFF

called as a witness, having. been flrst duly sworn, was

examlned and testified as follows-

DIRECT EXAMINATION

BY MR, MORRIS:

Q Mr. Huff, wi}l you please state your qeme and where

you reside?
a Jack Huff, Midland, Texas.
Q What is your profession, Mr., Huff?

A I am an o0il operator-partner in Burleson and Huff,

Q Would YOu,briefly state to the Commission your
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education anﬁWyour experience in'the oil indusfgy;

A Well, I received a B.A. Degree from the University of
Tulsa and an L.L. Degree from the University of Texas. 1 -
practiced law for about five years in Midland and then beéame
landman for Joe Appling of Midland, Texas for about four and
a half years, and then in 1959, formed a partnership with

Lewis B.’Bhrlesoh, known as Burleson and Ruff, and we have been

incorporated in the o0il business since.

Q Mr. Huff, concerning the northeast'of!ghersoutheasti
f:SéEEfﬁﬁ“§2)iii"§dﬁEh, 33 East, when did you acquire that
léage? o T _ B

A On‘Juné 18th, 1968,

Q wa, was that lease acquired in your name?
A Yes, sir,
Q Do you have business associates that are with you on

that lease?
A Yes, sir. My pzrtner, Mr. Burleson, and Kem Méfren

and w.cC, Montgomery.

0 From whom did vou acquire thas acreage?

A From the State of New Mexico at the State Land Sale.
Q And how much did you pay for this lease?

A We paid a total of $8300.00 or $207.50 per acre.

L

rénd was this purchased through séaled bid at the normal
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State sale?
A Yes, sir.
Q Mr. Huff, the application that you filed for approval

of a non-standard proration unit and all;of the papers

‘associatéd with that application, including the order that was

entered, are before the Examiner in. this case by administrative
notice. So, I won't ask you to go through all of it, but did

you handle the making of that application?

A Yes, sir..

Q@  Was notice given by certified mail ko Mi. Steitsz . __
A ?es, sir, it was.

‘Q Was notice given to U.S. Smeltiné?

A Yes, sir. |

Q And ﬁd the otper offset operators?

A To all offsetting operators, yes, sir.

0 ) Ati}he time you received apbfovgl of the 40-acre

non-standard proration-unit, and here, I'm referring to
Administrative Ordex NSP-798 dated September 4, 1968, what

was your intention concerning the development of this 40-acre

A Our intention then was to drill a well to the Lower

Penn on our 40-acre tract after having received the authority

to do so0 under this order. : —
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;_ Q And what is your intention how?
A our intention still .is to do exactly the same if

we're permitted to do so, that is, to drill a well on just our
40-acre tract to test the lower tract formation.
Q And are you ready, willing and:- able to proceed to

driil a well 6n this 40-acre tract'in‘the‘near future?

i - ' A Yes, sir, we are,
Q Mr. Huff, were you present when Mr. Stolitz and
e ‘Mr, Rrown +testificd conceriiiig the negotiations they had:

made with you and your érew to join with them inrthefdfifiiﬁé

of a well or to farm out your acreage to them?

A Well, I'm not certain just which coBVerSation

Mr. Stoltz and Mr. Brown ‘have reference to, I assume that is
>7 -~ : a telephone conversation, though, with Mr. Burleson and, at

that time, I was out of town and was not present,

Q Did you confer with your partner, Mr. Burleson, in
o cqnneqtion with the offer that was maﬂe by Mr. Stoltz?
- A Yes, sir, I did.
) Q Andff;éagwas your reaction to that offer?
Do , . A‘. 1That we still wanted to drill qut Bﬁr own‘40~acré

tract, ourselves, and to reject the offer.
0 And what was your reésoning in connection with this

— decision?
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A Well, we feel that we have a very drillable location

with a very minimim risk of getging a dry hole, and we had

aiready gotﬁéﬁméﬁfwéuthOtity to dArill on a non-standard unit,
aﬁd we simply didn't feel like the offer was acéebtéhle to us.
Q bid Ehé fact that the Una Well was then drilling have
anY*affeci upon yodr decision?
‘A . Well, that would, of course, affect any“decision'

in negotiating on a trade with somebody, and we certainly

“didnt*t feel we were in any position to make any sort of a trade

with anvhody uﬁtil the Una Well was down and until we had

- complete knowledge of the logéing afid the completicn of it

‘

Q Do ydu;know the staéus of this Una Well at the present
tine?

A Only what Mr. Stoltz hasitold me, that it has been
loggéd and that the éésing has been run. .

Q Are you in a position, eVen today,»tq‘evalhate”fairly”
the offers that have been made to youiby\Mr. Stoltz?

A .Not completely, inasmuch as we have been refused

upérmission to look at Mr. Stoltz's log on the Una Well,

~

g . ~Mr, Huff,\you have said that you are presently ready,

willing and able to drill a well on this 40 if the present

. application is denied. I take it from that, maybe this jis

implicit in your statement, that you believe this will be an

TR
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economic venture on 2 40-acre development?
A Yes, sir, we feel verfiétrongly so.
MR. MORRIS: 1 think that's all I have.
_CROSS EXAMINATLON
BY MR. NUTTER:
0 : Now, Mr.“Huff, you stated that you obtained this

lease on June 18th, 1968, correct?

A Yes, sir.

SO
e ) !

‘MR. NUTTER: Mr. Stoitz, would you refresh my memory.

AAWhénﬂdié,ygu‘pbtaiﬁ‘phe\farmout from U.S. Snielting? P

MR. STOLTZ: Our letter was daEe@ August 20th; but,

of'éourse, cur trade vas hegoiiéted'ébmeWhéé prioxr to that.»‘
"MR}'ﬁﬁTfE%? “1ad you made a deal withJU.S. Smelting,

Mr. Stoltz, at the time =7 the application,for the nénésﬁandatd
unit was filed, or prior to the time £hat it was issued? It
was issued on September the 4th.

MR. STOLTZ: We had been negotiating on that U.S.
Ssmelting tract for better than a year, as far as conversation
with them relative to securing a farmout is concerned.

MR. NUTTER: Then you‘did get your letter from them,’
which wou}d pe the written contréct to the fact on August the -

MR, STOLTZ: Twentieth.

MR. NUTTER: - twentiéth.
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” ' - ; MR. sTOoLTZ: I think that's thedagetﬁ'the letter,

within a day or two, I believe,. Right.

Q (By Mr. Vutter)' Mr. Huff, what do you think of the

appllcant S suggested 150 per cent risk factor?

A Well, in my opinion, I ‘consider it very high. "I thipk

S very low risk in d;l]llng the well and I feel llke they

really substantlated that in thelr own testlmony.

Q How about the operatlng cost that they were talklng -
aéﬁﬁﬁ? bo you operatekﬁny wells in thlS pool?. I
A No, "’ 51r, we aon t. B e : - - |
7Q>A “60 You . operate any wells of a 31m11ar type 1n o '
f New Mexico? | | ’
; A No, sir, not at that depth from that formation.
: — -Q How about administrative ovérhead, as far as weligs
B that you operate? Wha£fs youf‘average adminiétfétive overhead
o ‘ of cost? | ” | |
é K A Oh, 75 t6 lOO”doilars per well,
Co Q Have you Prepared cost estlmates for the well that
‘ i . - you propose to drill?
. A . Not detalled In rough form, we consigder about
- b m$1007606 00, the casing point,-and about 350,000:65Wcomplétibn
. cost, ' ~
— Q S0, in other words, Mr. Brown's estimate of $150,000,00
)
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A . Yes,

MR. NUTTER:

Mr. Huff?

g MR,.KELLRHIN:

. BY MR. KELLAHIN:

Q
“that your aggeage’willktesuit in a producing wéli?
A - Yes, sir- SE
Q And you have been able to evaluate £he prbspects

. A - Yes, sir.
0 But, at the same ﬁime; you testified that yow find it
imébssible to evaluate the order made DY Stbitz and company?
‘ e to completely evalﬁate
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it wi
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confidence.

Q wel

pe willing

was a 4ary h

jeted well wi

sir,

Mr. Huff, YO

Well, 1 saY
thout full info

£ would make €O

g to drill a well ©

46

th artificial 1ift equipment would ke

pallpark?
we would agree with those £igures.

Are there any other questions of

>‘/

ves, 1'd 1ike to ask a couple.

CROSS EXAMINATION

u stated rhat you feel veryvstroany

s

-acre tract?

of a well located on that 40

it's imgossibl
rmation. Now, 1if the Una were & dry hole,
in my

nsiderable dif ference, of courseér

gree that they would

z andWCompany a
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ge whether-th
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I can't testify correctly on that because T didn't

have the conversation with My, Stoltz. I can give you :2ome

_hearsay if you'd like, but my partner, Mr, Burleson, is in a

position: to testify to the conversation itself,

Q

A

_land.

t o]

- o B

@)

A

Q

Company,

And he is here and will testify?
He,is,hf£§,§2§ will testify to,that.v
He's going to be a witness?

Yés, sir,

Now, you testifieq you paid $207.50 an acre for this

That's correct,

What wéérthe-next high big?

‘THE WITNESS: Do you have the bids?

ME, MCRRIS: ﬁo,’youfve'qét them.

Excuse me. fThe’next‘highAbid was $6,446.00,
Ahd'what does that come cut to per acre?

I didn't divide it out, |

What Was  your ‘total bidé
Eighty~three“hundréd.

So yourﬁid something like two thousand more?
That's correct.

Now, several coffers were actually made by Stoltz''and

Several alternatives proposed’; were they not? vou
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discussedvthem with your partner, didn't you?

A I don't remember any alternitives other than the
- 19 and a half per cent overrldlng royalty that was offered to
- us. |
’j Q Didn't you diecuss -
‘;,>; 7} A "Other than Joining with him,
o :
i} §ki€3 g Q Joining with him?

N

0 And they agreed to join with you and let you drill

Lo A i think that would have“been implied in the
§
’ ‘ ’": “‘conversations.
1:x;$ g:: | | Q  But yeu{Ceqldn't eValuete thet of fer?
f-jy '. “;‘A Oh, 1 wouibn't say I couldn't evaluate it. oOur main.
ié‘? . purpose was to driill our own well on our own 40, |
- -
5 » 0 hlS is your real reason for turning it down, iSn‘t
E;Q“ it, to drlll your own woll on your own 40?
o A -That's our primary aim‘in:cdﬁnection'ﬁith this
'T hearing,
' ;‘:, . | - Q In other words, what you're really governed by, isn't
! it true, Mr. Huff, jg the fact thet most of the wells in this .

pool make about haif an ailowable and that's what you'll get

- On your-40-acre tract? _ e
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And you ieceived“you:~,

e 5 x: 1 bélieVe that
= Q Have you“made » location yet?
B A we SiY, ¥WE nave not.
Q Have YO© giled @ notice of intgntiohuto arill?
- A o, sirs we have not don€ that, &et;
B Q you have not drllled - ‘
MR MORRIS% gxcuse WS - Let the witness answer the
- question.
are you throudh with your answer?

2%
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A I was going to elaborate on it slightly, if you will
permit me/to dorééz ’ | -

Q Go ahead.

A I did call éhe Commission at Hobbs and asked them if
we should go ahead and file‘our notice of intention to drill,

and they said, "It wouldn't be necessary. You could wait until

you got your order if it were forthcoming on the non-standard

~unit." That's the reason we waited. And'thén, of course,

followed closély on the heels of that, came Mr. Stoltz's
égp;iéation for forced poéliﬁg‘beféie we even had»really én’
obportunity to file one. | '

MR.. KELLAHIN: That's all I have, Mr. i{uffgl‘,k’\f_\;}}:‘:\nk
you.

MR. NUTTER: I have a questib%. for Mr, Stoltz.
Mr. Stoltz, you originally made these peoble én offer of a = -
farﬁout for'19yand ; half per céﬁiwoverride, and that was whén
the Una Well was in its iﬁfancy ér‘maybe it hadn't even been
started yet, I don't know, but now that well has been cased
and; I presume or I believe, you've got a producer there. _Does
that 19 and a half per cent offer still stand?

MR. STOLTZ: Yes.

MR, NUTTZER: - That's 511 7 wanted to ask you. I don't

have anything further from you. DOes anyone have anything
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of‘ﬂr Stoltz, may I ask Mr, Stolte. 2 quoskisne
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further to offer? Mr. Morris.

MR. MORRIS: Yes, I have one question.

REDIRECT EXAMINATION

BY MR. MORRIS:

ﬁ Q To be specific, Mr. Huff;'if the aéélicatioﬁxfor B
forced pooling is den%qﬁ; how soon would you anticipate actually
commencing a well on your 4Q acres?

A Well, I should think-at least within ¢he next 90 dajs
and probably sooner,
' MR. MORRIS: A1l right. Thank you.
MR KLLLAHIN' Slnce the Examiner has asked a questlon
MR, NUTTER: Yes, sir.
‘MR. KELLAHIN: Mr. Sfbitz, in reéponééréé,é quéétion
gy the Examiner; you said that§}¢u were still willing to grant
the 19 and.a half pe? cent ovegriding royalty, is that right?

MR. STOLTZ: Right,

( MR. KELLAHIN: Are yoﬁ still willing to join in the
drilliné of a well, éitﬁer to be drilied by Stoltz and Company
or to be drilled by Mr. Huff ‘and his paftners?
MR. STOLTZ: We are. !

KELLAHIN: That's all.

MR
MR. NUTTER: Mr. Huff, you may be excused. Call your
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next witness, please.
MR, MORRIS: Mr. Lewis Burleson.

L : LEWIS B. BURLESON

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

examined and testified as follows:

DIRECT EXAMINATION

Q. Mr. Burleson, please state youxr name and where you
_reéide. |
A Lewis Burleson; Midland;‘Texas.
Q  Mr. Burleson, what is youi professioh?
A I‘am a geologist. ”
-Q ugerygu,é”partper,wiéh Mr. Huffév
A 'I'am, sir.
Q Referance has been made here t?fgfbonversatioh that

X
‘»

you had with Mr. Stoltz concerning his offer to take a farmout

or to drill a joint well with-your group. Would you relate ydﬁr
understaﬁaiﬂg of that conversation?

A On:Friday, September 6, Mr. Stoltz phoned our office
and I talked to him, and, Mr. Huff being out of iown at that
timeé, ne told me thathe would like 'to see us join our -- to
farmouti. with a 19 .and a half per cent override, but subject to
the Una not being a producer, I considered this not to be a firm

offer, and that we had within two hours to tell him if we would
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accept one wWay ox anothér or he would force-pool us at that time.
1 told him that I was sure that the other partners in this
acreage would not agree'to a deal with the Una Well preséntly

drilled at approximately 4500 feet at that date.

MR .- NUTTER: wWhat was the date of that conversation?
THE WITNESS: September 6, 1968. 1In other words, this

was a production—type offer, and it would be predlcated on the

. Una Well being a producer. -

MR. NUTTER: what day of the ‘weak was that, do you
know?

THE WITNEQS' That was on Er;day. At that time, in
the two-hour perlod, Mr. Huff was out of towh and I was unable
to contact Mr. Montgomery or Mr. Merren. o

Q‘ {By Hr. Morris) Mr.‘Bufieson; daid you and your grbdp

make any effort on your owﬁ“to’acqulre a&dltlonal acreage from

u.S. Smeltiﬁg to'fbrﬁ‘a'étﬁndéfa“uﬁi= for ‘11ing of a well
in Section 327

A yes, sir. After we hé& purchased this lease, we
approached U.s. Smelting for a'farmoutrto farm an 80-acreb
proratlon unit and drlll a well and offered fhém one—eighth
override, revertlng to one—fourth lnterest after payout.

Q And how was that offer accepted?

A" It was rejected.

!
;
!
|
|
1
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“about a period of timevprior to the acquisition

" Mr. Kellahin's cross examination of Mr., Huff which was that we
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MR. KELLAHIN: = If the Examiner please, I object to
this line of questioning. It has not been shown that U.S.

Smeiting/ﬁés anything to do with this case, and the fact that

“they may have attempted to form an agreement with U.S. Smelting

has no bearing on their failure to agree with Mr. Stoltz, and

this is the only issue before the Commission at this timé, is

.the forced pooling or the interest held by Mr. Stoltz under

the farmout.

MR. NUTTER: Mr. Kellahin, I think that he's talking

of the leasé

. by Mr. Stoltz,

[y KEﬂhAHIN:‘.Thistis correctrﬁbgt -

MR. NUTTER: And this was an attempt at that time. by
Burleson and Huff to form a stahndard unit, I think.

MR. KELLAHIN;' This is correct, but Mr. Stoltz had
nothing to do with that, and that's why I say --

MR. NUTTER: Right. |

MR, KELLAHIN:— - and-U.S. Smelting is not a party
to tﬁis’prbéeedihg and I object to the testimony as ha;ing no
bearing - on the issue before: the ‘Commission.

MR, MORRIS: If the Examiner please, it has a beariﬁé

in this sense, that it has been, I think, the thrust ‘of
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just wanted to drill on our 40 and that was the only interest
that we had, and I thought it was inqumbent upon us to show that
webhad nade an effort to acqﬁire additional acreage from U.S.
Smelting at what we considered to be’a reasonable 6§erride:and

a reasonable farmout arrangement and what we're really -- one

of the things we are talking abcut here is whether the offer

| TR AN

made by Mr. Stéitz to us is reasonaisie, and I think-we're
entitiéd to show our version of whaf ié reasonable, as well as
Mr. Stoltz is entitled to show the Commission what he thinks
is reasonable.
MR NUTTER: T think it's airmane to the hearing,

inasmuch’as we have discussea tﬁé‘40—acreinoh-standérd unit,
to find ;ﬁtiif'én effort was made to form a standard unit’priér
towﬁiling for ﬁhé non—éﬁaﬁdafd unit.

Q (By Mr. Morris) Did you answer the questibn;

Mr. Burleson?

A That U.sS. Smelting turned down our offer of one-eighth

'ovegxidélto pay out and reverting tc one-fourth of the working
interest;

Q Was any further effort madé to continue negotiations
with~ﬁ.s. Smelting?

A Yes, sir. We wrote backland said we would still like

to work out some kind of dedl with them and they said that a
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one—ha;f carried interest through the t;hks would be acceptable
to them, and we rejected this as too much penalty to pay for ,
almost a -- too much penalty to pay for that otﬁer 40 acres,
They also stated that, if Ehey“deéided to farm out this acreage:
they would get back in contact with us. .

'MR. KELLAHIN: If the Examiner please, I 6Bject to
this. There’s nobody here we can gxamine from U.S. Smeiting.'

We don't know what their offeruwds, We are getting one side of

~the story. It's purely hearééy evidence on the prdposition made

by U.s. Smeltiﬁé, who is not a party to this proceeding and we

object to it. .
fe : L v

MR.. MORRIS: I have no further questions.
MR. NUTTER: Do you have any guestions, Mr. Kellahin?

t

MR. KELLAHIN: -I move that the testimony be stricken

in regards to U.S. Smelting.

MR, MORRIS: If the Examiner please, I think that

i

¢

Mr. Burleson's statements hezr~ccﬁcernAhis efforts to negotiéte,
aﬁd we're not here to prove the truth or falsity of what U.S.
Smelfing'Said. All tﬁat we inFend to showiby this testimony
isﬂthat negotiations were atteﬁpted by us with U.S. Smelting

and éhe testimony being offered for that purpose, it would not
be hearsay, and the testimony is éfoper.

MR. NUTTER: Mr. Burleson is testifying as to his own
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actionsg and what he,

himself, wés told --
- MR. MORRpg, That's rigne.
| MR, NUTT&R: TT and that testimony will stang
there any qﬁestlons of My, Burleson» '
B YR. KELLanpy, Yes

I have Some Questijong,

CROSS'EXAMINATIQQ
BY MR: KELLAHIN,
Q

. Stoltzs
A Yes, _
. G That wag not your first conversatlon With
was jt»?
A Nb, Sir

s
A Yes, thefeAhés. - NI
0 Were they withiyou? - |
A Not éitogether, no, sir,
Q They were €1they: with?you'or With your Partner
Mr, Huff, Were the} not?
A | Yes, sir, they were
Q

Are
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A Yes, sir, I was.

Q Did you ever, at any time, make a proposal to
Mr. Stoltz on what basis yoh would give him a farmout or join
with him on drilling a well?

2 No, sir, we were not calling Mr. Stoltz. Mr. Stoltz

""was calling us,

. Q I'm not Qorried about that, but did you ever make
sﬁch an offgr —_— o
A No,’sir,ywe did not. ‘- e i{ ’
, i ,
0 -- in connection with vour discussions? ngﬁ at one

N

stage, Mr. Burleson’, Mr. Stoltz informed you that he was ready

to move a rig on that acreage, was he not? He was doing to

¢
&

& mr. Soltz talkéd about moving a rig, in our first
conversation with him, and I Was under the opinioﬁ that he was
trying to get this acreage wrapped up before he dﬁg the Una
Well, In our first conversation, I did not know the Una Well
waSVQigging, at that time, aﬁd he wénted to move a rig in the
area, and I thought -- and certainly then ~- for himself; I
misconstrued that I was going to move it on that location.

Q Now, this was long before the Una Well was compleied;,
was it ‘not?

A Yes, sir,




e

A No, sir, I have no knowledge of what U.S. Smelting
has.
Q Yqﬁhtestifiéd,‘and at'leést your counsel stated that

fair&bffer. ‘What do you'qonsider a fair offer, Mr;'ﬁurleson,

N
59
Q And he was proposing to move it on to youf acreage,
was he not?
A I did not think his offer was --
Q What did you think his offer was?
A His offer was to try to get our acreage tied up so

he could dig the Una, which is an offset to that well.
Q You didn't understand that he offered to move a fié

gato your acreage? | |
A No,.sir, I did-not~undéfstand.

'0  Are you familiar with the position that U.S. Smelting

has taken in regard to the 80-acre spaéing?

i - : i ) i
int . of vonr. .factimonuv. wac +0 . .ghnw what vnu._ sronceidarad. a -
nt-of. . vour tectimeny. wae £0 .ghow-wnat-y a

=L WA R lEAT e A s

in regard to pooling or unitization?

A Would you elaborate some more on what my basis for an

answer will be?

o) The basis of your answer will be -- on what basis would
you be willinggéo pool or unitize this acreage?
A Our main thrust, since we had been unable to make an

80-acre unit, we asﬁed for a 40-acre unit so that we could drill




T e

s

s

(&}

60

on our acreagé that we had purchased in June.

Q In otﬁer words, you won't consider any 6;fétﬁagaér ahy
cifcuﬁébance, is this your testimony? |

TVA- I‘could hever say I would gonéider any offer under éﬁy
circumstance. -
' L _
0 Mr. Burlesdh;;§sﬁEpresented testimony in questioning

by Mr. Morris,'wpich Mr. Morris, in response to mf objection,
stated was éesigned.té show what you corsidered a fair pooling
offer. Now, whét do you consider a fair pooling offer, invoivihg
this Séreage and the Stoitz acreage?

MR. MORRIS: If the Examiner .please. I object to the

question. I think it's been made abdndantiy clear here several:

‘times that our position here in this hearing is in objection to

a pogl%gg order, that we have other objections, however, and one

;-

éther objection is‘thét the pooling %fders that ueré”made,_
ngmber one, wéfe not -- well, théy afe ret-fair for several
reasons, One, it was not even on a good a déal as Mf. Stoltz
with U.S. Smelting, but to try towputiﬁbfds in this witness's
mouth and make him come up with an offer as to try to mﬁke him
take the position that he's not taking here in this hearihg‘—-
MR, KELLAHIN: If the Examiner please, in response
to my objection to this line of questioning that Mr. Morris has

stated -- and I tﬁihklﬁﬁé'iécbrd will support me cn this -- that
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the purpose of this testimony is to show what they considered to
be a fair offér, and I don't know what they considered to be a
fair offer. Mr. Stoltz has testified as to what he offered

them, and thef have testified they*ﬁade no counter-offer, and

Mr. Morris opened the gquestion up. I dian't. And I think I'm

~entitled to pursue it on cross examination. .

MR. NUTTER: I think we ought to be entitléd to know
what Burlesoﬁ'and lnff wouid consider'a fair 6ffer,
Q ‘(By‘Mr. keliéhin) Jéan you answer £he question, =
Mr. Burleson?

A i would say 2 fair offer would fall somewhere in

L . _,"" i 1 s T . 1 .
Sotwaen what Mr. Stoltz has offered us and one -half carried

ifiterest through the tanks.

7ﬂQi  What do you mean DY "scmewhcreriﬁibeEWeen"?k,Théégfé;eA

two entirely differéﬁt proposals. Hoﬁ can they fall in between?

A And I°'m speaking for myself and I'm not in cOuncil‘
with my partners: I wbuld say the offef would have to be
somewhere in Pétween those two values.

“ @¢-. But you can't éome/up with any different pfoposal that
you would consider fair, although you say Mr. Stoltz's propos§14
was unfair?

A Mr. Kellahin, I own an undiQided one-fourth in this
on my own, and, as 1 testified, that we would like to dig this

well ourselves. We tried to get an g0-acre unit to get to dig it,
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and I;ﬁﬁuld still like to dig our own well. I_donit want to be

forced to make a deal on it.

Q You

g0-acre deal?

never tried with Mr. Stoltz, did you, to make an

A . Well, you just remember that we did hot Know =--
Q Just answver the question.
A Né, we didn't try to.

bm L
MR .’
Mr; Burleson?

m.

»
b

?

KELLAHIN: That's all I have. Thank you..
NUTTER: Are there any other questions of

MORRIS: That's all.

.. NUTTER: _ He may be excused.

‘MORRIS: Mr. Merren. | ' L

KEM E. MERREN

‘called as a witness, and having been first duly swdrn, was

examined and testified as follows:

"By MR. MORRIS:

DIRECT EXAMINATION | .

Q Mr. Merren, please state your name and where you
reside.

kA Kem Merren, Midland, Texas'.

d  What is your profession, Mr. Merren?

A Indepe;Aéht petroleum Geologist.
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Q  Would you briefly state your education and expérience

AS

in thbj """" )

A I recéived a B.S. in Geology from the University of
Oklahoma., Eollowing that, I worked twelve years for McCallister
Field Company és a staff geoloéiét, and the last four years as
district geologist. Then, I have been an independent geologist -
for the last eight years.

MR. MORRIS: Are the witness'évqgalifications
acceptable?

MR. NUTTER: Yes, they are.

Q ‘And you are one of the partners in the ownership of

the 40 acres being the northeast quartef of the southeast

quarter of Sect%on 32 that we have been talkingﬁébout here?

o) Hayé,you_p;epaxed”an exhibit showing your4ihter§re;ationf
of the stfﬁcéure in this area? o .

A Yes, sir. Mr. Burleson and I preparéd tﬁis structural
map coﬁtoured on the top of the Middie Penn Zone. The title
block in the lower right—haﬁd cornér shows that the cogﬁouring
is 50 feet and shows that‘thé dip is generally to the west. It
al?olshows that the dip is steeper toward the south.

Now, this map is not complete, because we do rot have

" the information on three wells close to this 40 acres; the three
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wells being the southwest southwest of Section 29, the northeast

northwest of Secticon 32, and the southwest northeast of ‘Section
32,~ Ang éhe tops that we haQe for ‘those first two, as>indicated
by the question mark, those are‘recorded tops and we héveqnot
seen the logs on those two wells, nor oh‘th; third well thaééis
the diagonal offset to ué} |
Nqﬁ;béhéyréélfiéﬁreé ;smshown‘ih the legend in thé
lower fight—hahd corner show the net pay in feeg,for thekubper

Pennsylvanian and the main zone in the Lower Pennsylvanian.

_‘Thesé figures show that porosity decreases to the south in both

_of thése zones. The net pav is thinner to ‘the south in both
zones,
Q Mr. ‘Merren, when you say to the south, what area are

you referring to?
A Specifically, from the northeast northeast of
Section 32 down to the well in Section 5 in the next township,

and to the well in -- where the value is shown in Section A of

" the next township. And also, as shown from the Amerada map,

this well in Section 33 down to the south and as shcwn from the

old dry heole in the southwest southwest of 32 down to the

southwest, ~
Q All right. Now, what are the figures shown in green?
A The figures shown in green is the August, 1968

, ‘ o : i, L

‘ ; : . L . .
' - i i 4 . . : ;
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a very sharp decrease

is also shows

from the area around the north
the northeast 1ine of section 32, down

there from g§800 down to

ou have a drop

is a reflection or a result

eel that this

u come south. They go

put what conclusions can'you‘draw from -
to the relatiﬁe desirability of ynur A0
o 40 acres to the south of you that

ce pool with you into a unit?
strongly that our 40 is better 1qcated
ry and potential ~in production;
iha;;~as youié&ﬁe south of éur
the dip‘is s;eeper,”the rate of diﬁ’
d the reserves,‘theﬁéfcre; should

gs in this area of steep dip.
have an estimate of what the reserves are

g the jatest API reserveé that I have
14 be 179,500 parrels under our 40.

a well‘drilled on
rves from undex

your 4Q0~-acre

y opinion, is
e rese

cting to recover'only th




S
% =
PR R
.t

66

your 40-acre tract, economically justifiéed?-

A Yes, sir, it certainly is. We aiso feel that tﬁe
risk factor in the southeast southeast of Section 32 would be
considerably more than the risk factor on our 40,

0 In other words, if the well were drilled down in
Mr. Stoltz'é acreage, there would be more risk involved in it
than on your acreage? éou feel that fbur acrcage is a better
prospéct?

| A That's right.
MR. MORRIS: ' At this time, Mr. Fxgminer,‘l’d like to
offer iﬁéo evidence Huff Exhibit Number 3. |
MR. NUTTER: Huff~§xﬁibit Number 3 will be admitted
into evidence. |

(Whereupon, Huff Exhibit Number 3
was admitted in evidence.)

- Q Mr. Merren, if any risk factor were fixed by the’
S

Commission in’connection with alwell drilled by Mr. Stoltz,

‘what would you recommend as being a fair-and realistic risk

factor, beafing in mind that the maximum factor that can be

’awardéd~by the Commission for wildcat wells or the rankest

wildcat, is 50 per cent?
A I would say ten per cent.
MR. MORRIS: That's all I have.

MR NUTTER; Do you have any questions of this witness?

1
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MR, KELLAHIN: VYes,

CROSS EXAMINATION

BY MR, KELLAHIN:

Q Mr. Merren, what risks are you takir’ into
consideration in arriving at your ten per cent risk factor?

A I would say that the risk, being a field well, is
certaialy low. You have production to the east and to the
north and: indicated Qgrosity in- the southwest corner of
Section 32, and some degree of porosity doﬁn»to the south.

0 Yéu‘have stated that vou have porosity in the
southwest quarter. That would include the Stoltz and Company
property;, woﬁldn‘t &pg}

.A  Yes.

2

WEL
- - - it s .-

g  Now, I beiieve you stated tiai i

I}

[

= -ricks were higher

on that 40 acres than it would be on the 40 acres owned by

your group. What isréhe differénce?

A‘ Well, now let me he sure whidh 40,

0 Well, I'm saying, as I understood your téstimony,
fop stated that the risk factor for a well drilled oq;ghe
acreage owned by —~.tﬁat is, the 40-acre tract, that is the
southwest of the souéﬁwest, carried a higher risk factor than
the southeast of the southeast.

A No, I didn't say that at all.
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Q What did you say? S )

A I said that a well drilled in the southeast southeast , ,
‘carried a higher risk factor than a well drilled in the ' |

northeast southéast.

Q Norfheast soﬁtheast?
A Right,

Q  Well, I misunderstood your testimohy, theﬁ. Would
you say that a well drilied onithernoégheast ofwﬁhe southeést
aﬁdfthe southeaét and the‘southeast would be the same?

A No, éir, I Qbuld'not.

le" What's the difference, then?

A Mhe sontheast sdnthoast ds Eivitdy away Ffrom : st
productibn. Thereforé, ;here's'moreArisk on éhat; I
"¢ Then if mr. Stdltz was to drill a wéll on that .
acregge; ha'd be entitled to?a’gréater risk, woulg‘he not, | i o
assuming that thetéommission sees fit t0<fOfce—po;i>lhis
acreage?

A  Greater than on the northeast‘southeast. .

o) and you intend to Set a risk féctor, I assume, based
on a well on your acreage,‘is this correct? |

A No, that would be a well on Mr, Stoltz's acreage.

0 Well, there's not much of a risk, then, in drilling Ll e

on Mr, Stoltz's acreage, either, in your opinion, is there?
q b
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B A Not a great deal,;but more than on our acreage.
Q Now, you stated your reserves underlying your tract,
B i | as igﬁnderStood you to say, is based on an Afi estimate, is
T " that correct? 0 T
! A Yes .
_{: 5: | Q Where were those estim#tes made? Who makes them?
A Thosé estimaﬁes are héde_up by the major oil companies,

as far as I know,.
(G- And what major oil dompanies?
= A Oh, it's my understanding théy are in it together,

They work in it together in arriving at these reserves.

Q Do YCu'knqw how they arrive at them?

{

A They use core:analyses and productive history;and

péY‘thickness and,allcihformatiOn that might be available to

them.
afﬁb Db‘you know of any cores taken in this pool, to §our‘£

%,J';' own’ knowledge? |

R A | No, I can't point out a well that was cored.

j Q ﬁow, inqmaking these estimates, do they attribute
- . production to each 40-acre tract? How do they db tﬁis?

f A They usually set it up on barrels to the acre foot

- or sometimes by just bafrels to the acfe.
- SR Q Weil, how did they do it in this instance?

t &

2]

L i
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A Barrels per ac.le.
Q And barreis per acre for what area?
A

For all of thgvpay zones.

Q All of the pay zones?
a In the field.
Q I'm talking about surface area. what area?
A Well, it's not set out in any way that I know of;
It‘s'jﬂs£ listed as the North Bagleyl | ; e '
Q In other words,‘you have disﬁributed the same yesexrves

to Mr. gtoltz's acreage on a 40-acreage basis as’yourwould your

own acreage?

A No, sir, ilyédid“nOt.
g - e, would API? L
e A That is hard for me to say. I don't‘fﬁbw}'

Q yYou don't know. where did -you get this figure for

tﬁis 40—-acre tract, 1s what I'm trying to arrive at.

A By taking the API reserves total for 8C acres and
then taking half of that.
- Q Well, what 80 acreé?. Any 802

A Using their’EOEal barrels per acre for the different

pay zones. .
Q Wwell, if that's the way you're goihg to arrive at

-reserves,,you'd do exactly the same thing for the southeast.of
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the southeast, wouldn't you --

A
Q
A

0

A

No.

-- if that's -all the information you're going to use?
No, I wouldn't do¥that_at éll.

Well, what would you do?

Well, I would expect that in the better part of the

field, the resexrves might be higher than that, and in this wo}se”

part of the field, they might be less.

Q

Mr, Merren, would you piéase just stick to my question,

limiting all of your information to the API estimates, without

%féééfd?té’what you knqwﬁabout this field, how much would you

allocate to each 40-acre tract in Section 322 I'm not talking

abbﬁfwiﬂédbéitér part éf fhe field; 6r the Qorse part of the

,w;f}ffieid.JLI!m,talkingiabaut the-API figuréiwhich,yééﬁvg used, -
A I couidn'f allocate the same figure to all of Section
32.
0 Well, it's the only figure you haQe, isn't it?
A In a sense, it is, but it doesn't mean that the whole
field is --
Q Well, Mr. Merren, in that sense, then, you're

attempting to apply vour judgment to the API figure, afen't

you?

e

No. The API figures take that into consideration.
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Q Well, how do they take it into consideration? What

is the figure on the southeast southeast?

A They just know that at the edge of the field and at

the recoveries are not going to be very much.

They know. that from experience of the field.

Q How do they know this? Where do they get these

figures?

A You have toc make certain deductions on your own.

0 Well, I'll come back, “again, -to my original question:
" if all you have is the API figure/ nofhingﬁélSé,”fﬁén the
—acre tract in the pool.

allocation is the same ﬁor,every 40

NN
A

A 1 do- not agree.

Q vou do not agree. Well, I think I made it clear that
you are applving your judgment to the API figure, isn't that

correct? .
. o
A JddéméﬁtﬂbaSéd“Gﬁ"past-exggriénce,in other fields.
Q In other words, You won't answer my guestion based on

the API figure, is this correct?

A Not in the affirmative, no.

Q" Now, you made some reference to a well in Section 32,
lying to the south of Section 32, producing 898 parrels of

water. Do you know the condition of that well when it was

completed?‘




.

Q
- A

report on

Q

A In the Upper Penn.

Q Was an effort médé'to complete it, or do you know?
| A“ Yes, there wéélé;:effort madé“ahd»it was considéred

non-commercial. | £

0 Wﬁen was that-effort made? ‘How‘iongvaqq?

A Oh; approximately three or four mdnths/égp.

Q Was fhat by the present 6p§r§tor of the;weilé_w~

A qu:
¢ nNow,”thére;isha well in Section 29 designated:as. ..

’Sunréy Well in the éastern,‘uﬁﬁéf eastern portion of the section.

A

0

A
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It's>in Section 5.

In Section 5. Pardon me. Yes, Section 5.

I have seen the log on that well and the completion
it. -

How was it -- what zone was it in?

Yes.,

Do you know what that well produces?

That well produces in the range of, I would say,

approximately 5500 barrels a month.

'MR. NUTTER: Which well are you talking about,

Mr. Kellahin? The one that's right under 292

d

the

bt

MR. KELLAHIN: I'm talking about the southwest of

icrthwest that shows completion.
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THE WITNESS: Oh, the southwest of the northwest?

Q (By Mr. Kellahin) Yes, southwest, northwest.
| - A - That doesn;t ehOW sunray on the exhibit.
Q "~ But Sunray owns theféeetion. 1 don't know whose well
it is: ~

MR, STOLTZ: We designated it. 1It's our well.
0 Do youﬁkno&'what that weii,produces? ‘
MR, NUTTER: ~Let!s be sure we're talking:about the
’saﬁe,well. Is that the one that says 5593 on it, Mr. Keilahin?

MR. KELLAHIN: “phat's the well I had reference to,

iig. “yes.
; i _A I know that it is, 1. would say, & good well.
¥ é ) JQ it produce=ai1’excess ef Q,QQQ"barre1q; doesn'4t it?
) E _ o - A I couldn't say, definitely, what --
i Q You will agree it's a- good ‘well. Structurally, it's

lowef than the well we have been discussing in Section 5, isn't
N it?

A Yes, but it has more and better por051ty.

. Q | it's also lowei than the south half of Section 32,
%.; — ji@hft it, a major portion ofrthe south half of 32?
| A That's right, but I feel that porosity governs this
situation more than structure. .

T »iQ How many wells do you operate in the North Bagley area,
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Mr. Merren?

A Not any.'

Q ~ How many weiis have you drilled in this area?

A We have not drilled any wells in this area.

Q Now, on porosity, what percentage do you usually cut
~off a figure in evaluating net pay?

A Tﬂese figures were baseékonvany pofosity éﬁat was_five
per cent or ;béve.

'Q And how did you determine this porosity?

A By the electric logs. |

Q You had no cores: availabié, is that correct?

A . That's correct.
MR, KELLAQES;"TﬁAtTéféiili“héve; Thank you,
Mr. Merren. |
MR. NUTTER: Are there any other questibns of
Mr, Merren?
MR, MORRIS: No, sir..

‘CROSS EXAMINATION

BY MR. NUTTER:

Q - Mr. Merren, this well down here in Section 5, was
it just completed a couple or three months ago?
A Approximately three months ago.

-Q and the Lower Pennsylvanian was non-commercial and the
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well was completed then in the Upper pennsylvanian. Qhat

typé of pumping equipment do they have lnstalled in that well°
A I don't know definitely what type they have. I do

| know that this same operator is producing other wells in this

‘field that are nmaking -- I know of one that's making 8,000

barrels a month. |

Q what was the potential of the well when it was

%n: | originally completed?
‘:ﬁf“? jvi" - | ‘A 1 believe we Have that. Potential was 347 barrels.
:'?‘iujffwii Q what was the date of that?

A I can look that up, but I'm gue551ng, approx1mate1y
thiee months ago. I believe that's =- it was logged on May
‘Ere 19th and they spent some time trying to complete it, so I
belleve 1t would have Lzen in ane . soOme tine. \

Q - Probably around the first of June?

A Oor a llttle blt after ‘the first.

Q And it has fallen from 370 barrels per day down to

22 and a half barrels per day?

: ﬁﬁf{l“ ' A That's_ri@ﬁt.

% — ¢  Do'you know if the well has produced every day in the
- month of -- what month is this, August?
- A That';“August.

o Q Bas the well produced evefy day in the month of
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August, do you know?

A Yes, it aid.
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Q Now, this French TP State well over hexre in Section 4,

that's a relatively nevw well, too. isn't it?

A The French TP gtate was drilled in 1963.

o Oh. ’

A And was plqued and abandoned.

Q Now, thefe is a location shown directly west of that.

s someone drilling that well?

A yeés, there is a drilling well there.

o . Who is arilling it, do yéh know?
A Metco.
0 Ahd they are the same ones that operate thie well in

5,.is that correct?

A- Yes.

g Wow, do they also havé‘a well down’he;e in Section 92
A Yes, they have a well down there.

o what kind of a well 18 that?
A That is a pearl well that 1is quite'a bit 1ike the well

in Section 5.

4] Now, getting to thesé resexves that Mr. Kellahin was

asking you about, 1is this an API figure for 40 acres;, this

79,500 barrels, or aid you take an API aunber and adjust it to
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_come up with this figure for your 40-acre tract?

A That's what I daid. I took their total reserves per
acre and multiplied it by 40 to arriQe at this figure.

Q And is that the number that came out, or, then, did
you apply a factor to adjust it? -

A No, 1 didn't apply any factor to this.

Q In other words, you used their figure of recoverable
reserves per acre for the Bagley Pennsylvanian Field?

A Yes, Sir. |

Q "And mnltipliéét£hat figuré py 407

A Yes, SiF' ’

Q  You haveh't made any estimate of the net feet of pay
you‘wquld’havé’hére in your 40-acre tract, Mr. Merren?

A gcsiﬂéir? I Qégidté¥§éé£ us to have somewhere in the
néighbbtﬁdod of, I would say, eight toc nine feet. |

0 Would that be in tae == =

A in each one of these zones that's shown on this
sxhibit.

Q In the upper and lower?

A  In the upper and the main zone of the lower.

9 Whgt’per cent po:qéity do you think you will have in

that eight or nine feet of pay. average porosity?

A I would think it would be fairly high, as high as
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12, possibly 15 per cent.
Q What's the point of water saturation in this field,
‘do you know?
A No, sir, I don't know that.
Q Do you know what the formation volume factor is for
the field? - -

A No, but I could get that. I do know that in

practically all of the well, some water's produced.

Q I was wondering if we had enoﬁéﬁ7{ﬁfbfm5€iﬁﬁMto“try
to arrive at some volumetric reserves herxe, but apparently, we
/

don't h~ve enough information.

MR, NUTTER: Are there any other questions of

1
i
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Mr. Morris?
K T T | '|.e

. MR. MORRIS: Not by way of ovidence, but I would 1ike

to make a short statement.

MR. NUTTER: Do you have anything further, Mr. Kellahin?

MR. KELLAHIN: No.
MR. NUTTER: GO ahead, Mr. Morris.
" MR. MORRIS: . Wiﬁhout attempting to review all of the
evidence that has beeﬂ presented in this hearing, I think, as

T understand the applicant and his position, he takes the

position that hec has an absoiute right-te come in and to bring

“Merren? - He ﬁif“bé”éxcﬁsed;w«se/you,have”aﬂyﬁhingwﬁgrther, -
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a forced pooling action, regardless of the fact that neither
he nor his predecessor and interestminAtheﬂsouth,halfwgﬁmthis
section méde any objection to tﬁé appliéation for non-standard
proratiog unit that was filed by Mr. Huff and his group. Now,
the'équi£ies fairly scéream out againsé this position.

| As testiﬁony here has shown, Mr. Huff and his group
péid a sizeable consideration for their 40;acres. As soon as
they received it, they atiempted to make a deal for the formation
of a standard unit with U.S. Smelting. This was rejeéted. They

took the alternative of -applying, pufsﬁant to the special rules

and regdlations that are in effect for this pool and the ones

that were proposed by Mr. Stoltz, for a non~standard unit and

this was granted without objection‘from either U.S. Srelting

or Mr. Stoltz, both of whom received notice of the application. =~
The application for a non-standard unit clearly states
that it is an application under the field rules for administra-

tive order without notice and h'earing, a common procedure under

" the special rales that are in effect in various pools in New

R

Mexico. Wow, this nonh-standard uanit was granted and the

‘Commission is now being asked, not just to force pool, but to,

previous non-standard unit that was issued, We bélieve that not

only is this not fair to Mr, Hufi and his group, who have here
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expressed the continuing desire to want to drill a well on theirriﬁ

own acreage and pursuahnt to this administrative order, but the

applic¢ant, by failing to object to the application for non-

-standard unit and bring it to'a hearing when he had the

opportunity to do so, is how‘—— I don't know how you want to look
at it. There's two ways of éxpressing“it. Hé waived his right
to do it, or, coﬁvefsely, he is now estopped. He has put himself
in such an inequitable position that he is now estopped to brin99
this forced pooling case before this Commission.

In this regard, I'd like to just point out how
appliéations of this sort would open the way to unfair practiceé

and improper use of the compulsory pooling law. There are many,

. many-areas in the state of New Mexico where proration units are

the rule, rather than the exception. For instance, I'm referring

‘to mind. Under the position that the applicant attempts to

take in this case, anvopeféﬁor could come in:at any time after
non-standard proratioﬂ:units were entered byAthis Commission,
and seek to force-pool a sténdaéd unit, and in the interest 6f
finality and in the interest of fairness and in the interest of
planning and so fortﬁ, there have to be ordérs entered, non-

standard proration units adopted that ¢an be relied upon by the

~ operators,
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Thevlong and the short of tﬁe whole thing is that
whether, by ;hadvertence or simply inaction, Mr. Stoltz has
sat on his ﬁands, has watched“an apﬁlication come before him
for creation of this non-standard unit and simply did nothing
apout it. I strongly suggest to the Commissgion that Mr. Huff
and his group be permitted to enjoy the non-sfandard proratign

unit order that has been efitered, and that I would recall to

‘the Examiner, Mr. puff's testimony that a well will be

commenced in the immed{ate future if this forced pooling is

‘ denied. I would -also l1ike to point outiEhe testimony that this

is not an unnecessary well'in tﬁis pool..

Now , hgre[ I am not_pttacking the podl rules that
have béen»adeéted for the pool as alwhéle, that one well may
efficiéntly and economically drain apdudevelop 80 acres, but
this does not mean tﬁat the Commission canndﬁ take into
congideration, in a case of this sort, whethear a parﬁicﬁlar
well is an \Wnnecessary well or whether it isn'ty our forced

pooling statute says that forced pooling can be granted to

"prevent the drilling of unnecessary wells to protect corfelatiVé

rights.and to prevent waste. Our supreme court has said, ia
the case Of gims versus Mechem, that the order must be pfedicated
upon a finding of waste. I see no testimony in this case from

which such a finding could be made that wasteiwould be caused
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unless comphlsory pooling is ordered. T would suggest to the
Examiner that the facts in the Sims versus Mechem case were

thought well in mind or review of that case would be in order
pecause it gmacks very closely ‘to sone of the points that are

involved in this case. 1 an not saying that 1t is entirely

_similar in regards to this case, but you recall in the Sims case,

there was arproration unit, a non—standard proration unit
established py okxder. l,ater, there was a request for
compulsory pooling of a standard proraticnvunit which would
carry with it, rescinding the order, creating the non—standard'
unit. The Commission’order rescinded the non—standard unit and
ordered compulsory:pooling of a non—stenderd, and this order

was declared v01d by the supreme court of this state on the

grounds that there was no show1nq that waste was involved or

”Wouid pbe caused under the existing order. In effect, the

court said: You can't strike down, you can '+ change the
existing non-standard proration unit w1thout a substantial
cﬁanée and‘without 5 showing that waste would occur.until this
is done. There's been noO showing of this effect in this case.
As the w1tnesses we presented showed, there are ample
resexrves. There's good structure here and the drilling of a
well on a 40-acre tract in this particular jocation is justified

andrcould not be coensidered an unnecessary well.
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Now, I hate to even discuss or to take the position
here of what we would like to see done if the Commission should
order pooling, put on the other hand, if, for .some reaéon, the
| Commission should disagree with our interpretation of the right
of thé'dpéiiééht"td“pooliﬁg, we certainly would like to have

our position stated as to how we think we could next best be

protectedl If an 80-acre unit is formed here, the best location

L

for a wéll is o; our acreage. Here again, this relates back
somewhat to the inequity .of this poolingapplication;_buﬁ iﬁ
éooling'isforAered, the well should be located on ogr 40 beéanse
that is the best éoésible location for it. | |
Now, there is minimum rigk involved in_drilling a
well at this location as shown by everybody's testimony. A£ ghe
ﬁost, ittwduld be ten per cent. I wogld”SuggeSt to the Examinéf,
it would be none. There's no requirément in the statute that

sk factor be assigned in a pooling order. Certainly, if

-a
r o

any
;he_applicant Shouidnchoose or should be given the optién to
choose the loéation, 3£ he should choose to locate on his
acreage, there should be no risk factor involved, és this would
pe a matter of nis own choice.

Ve would-expec£ that if a pooling pe ordered, that

My. Huff and his group be given the order options as  required ©Y

the statute of deciding whether to pay their share of weil costs
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in advance, or being a carried interest with a risk factor,
i _ whatever amount, if any, that's fixed by the Commissfbn.
- Thank you. That's my statement.

MR. NUTTER: Mr. Kellah_in.
¥ ‘ MR. KELLAHIN: If the Examiner please, T'11 try to be
as brief as possible, but I think Mr. Morris has brought out
certain things here that i think are deserving of answer.
First, he predicates his position primarily, as i

understand it, on the fact that a non-standard location or unit

grantéd on September thé 4th, and by the statement of Mr. Huff,
i no notice. of intention to drill has been filed. In other words,
the applicant in this case has riot cﬁanged his position in

reliance on this order, and he has suffered no detriment whatever
i : ‘([. X

|93 A8

RS ' by the bringing of this forced’bodling action by Mr. Stoltz and

his compény at this time. .

Thé»forced pooling statute of the State of New Mexico,
énd'I‘m sure the Examiner is quite as familiar with that as 1,
if not more so, provide that they shall permit -- and all of the
-statutes of the CommiSSiéﬁ under which £he'Commission operatés,
are designed to permit each operator to recover his just and

equitable share of the 0il and gas underlying his tract. Now,

was apprdﬁed by the Commission in its Order NSP-798. This was e !

" entitled to recover their fair share of the 0il and gas underlying
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their 40-acre tract.

Mr. MOrfis, iﬁ‘his statement, and the testimony of the
witnesses completely ignored the fact thét Stoltz éhaACompany
has the entire south half of Section 32, and by the testimony
of ‘Mr. Stoltz here today, desirés to develop that entire south

half on 80-acre spacing as required-by the Bagley Pool rules.

"If you say that the well to be drilled by Burleson and Huff and

their partners is not an unnecessary well, that begs the question.

The drilling of a well there will result in waste, and whether

it is waste to them or waste to us, it is waste in the Bagley

Pool and it is waste which this Commission is instructed by the

statute to’ prevent in that it will réquire drilling another well

on a 40-acre tract which is an unnecessary well. ) AT

‘he Commission has already found that one well will
adequately drain and'dévelop, efficiéhtl§“ﬁf5in and“dé;;lép 56 H7WMN
acres in this pool, and by the very nature of that finding, two
wélls*on an BOwég;e tract gonstitute at least 6névunnécessary‘-
well,

Now, in regard to the risk factor, Mr. Morris has
propdsed that the well should be drilled on the Huff acreage.
he witicsses for Stoitz and“compaﬂyiﬁ&Vé testified that that
is immaterial. They'll drill on either 40-acre tract and will

be happy to do so. They have shown a sincere effort to reach
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some pooling effort with Burleson and Huff, and Burleson and
Huff have admitted they made no effort to pool their ;creage.
They didn't desire to pool their acreage. They wanted to drill
their acreage on 40 acres and get a half of the allowable, and
I think that the reason for this is qhite apparent, When you
look at our Exhibit Number 3‘showin§ the productive history of
the well in the’Baéley Pool, 50 per cent allowable is just
approximately what a well in this pool will make, although it
drains a .wide area. Thérefore, by the very circumstances here;-
to permitlthe drilling of one well on a 40-acre tracé; éiﬁes
that”&bera%or an unfair advantage in that he is getting the same
productioﬁ tﬁat érwell on 80 acres gets} and by déing so,
prevents the full development of the pool and denies the other
operators £ﬁe right to recover their fair share of the oil and
éas uﬁderlylng their tréct unless they, likewise, go in and
drlll éh anecessafyrwell on a 40-acre tract. Cgrtainly, thére
is’adequate testimony hére to support a finding of a waste. |
Also, it is the duty of this Commission uﬁder the
statute to protect correlative rightsi‘énd”toApermit«sééﬁ‘a
thing to occur as to the assignment of hélf an allowablé when
that iS épprokimately ﬁhe ability of the well to produce in

S
e o vukiTciacive

rights of Stoltz and Company in'that it 'will take gas or oil




R

k2

88

under their land unless they drill an offsetting well, which is
an unnecessary well.

We subnit that the fact that the unit has been
approved and Mr. Morris quoted at length from the Sims case;
that the basis of the sims case simply isrthis: the court said
that there was no finding that waste would be preverited and no
testimony on which such a finding could be predlcated. That is
certainly-not the situation here. There is ample testimony
pefore the Commission.at-tﬁis time to 'show that waste will occur
if the forced pooling order is not granted and if, as Mr. Morris
has sard, the effect of it igs to —-- even if it lS to vacate the
non—standard unit order, there's nothing new about this. Forced

poollng has goné - on’ under these 011cumstancé s peror

ﬂlf

'—.;:a.i )

Commission.has granted forced poollng orders and, in th

connection, we should bear ~in mind where the statute says where T

the owner w1th the right to drill on a portlon'of the tract

has drilled or desires to drill, he can bring a forced ‘pooling

action, and this is certainly the situation here. C1f you talk

about equltlcs, there's been no change of positions. Nobody's
been damaged by the fact that a non- standard unit has been

approved and no well has been drilled. Mr. Stoltz's testimeny

iy to thc effect that he has asked them to. Farm out to them.

e has' asked to farm out to them. He will join with them in
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drilling a well on his acreagé or their acreage. He can drill
it or they can drill»it;'and yet, he can make no agreement with
them and this is cert@inly a case for the exercise of the
forced pooling statutes in order to insure the orderly develop-
ment of the North Bagley Pool on the 80~acre Spacing to prevent
waste and proiéct correlative rightslof the operators in the
area and perm;£/thém'all to recover their fair sharelof'the oil
underlying their iand,

MR. NUTTER: Thank you both. Does anyone else have
anything to offer in this case?

MR, HATCH: I have some communications froém Sunray

[l

" 'DX 0il' Company and Métcdo Properties. Thére is one alisoc from”

United States Smelting and Refining Compény. They all agree

el

and axpress their support fdr the applicant. U.S. Smeltiﬁg

does mention that -- well, 1'll read that one, because i think

it does establish some interest.

"United States Smelting and Refining and Minifg, the
record owner of State of New Mexicd 0il dﬁd‘Gas Lease
Nﬁmber K—4478;rcovering t?e southwest quarter,. the north-
west quar ter of tﬁe southeast quarter, the south haif of
the‘gputpeast quarter, Section 32, Township 11 South,
Rangé 35 East, conéurérwiéﬁ:éhe é£§lté’éééiicé£ioh”6fﬁéﬁér

compulsory pooling."
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MR. NUTTER: Thank you, Mr. Hatch. Does anyone else

have anything to offer in Case 38712 We'll take the case under

advisement, and call the meeting adjourned.
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