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1 \ MR. NUTTER: We'll call next Case Number
! |
2 | 6792. !
3 MR. PADILLA: Application of Florida
{
4 | Exploration Company for a non-standard gas preoration unit,
5 | Eddy County, New Mexico.
€ MR. HUNKER: George Hunker, Hunker,
7 Fedric, P. A., Roswell, New Mexico.
8 I have two witnesses and I'd like for
8 ! them both to be sworn at this time.
g - 10 Representing Florida Exploration Com-
o Eg »
-] b4
g gga pany .
(o} 55:
@
s 233w MR, NUTTER: I'll call for other ap-
"y
> afc 13 . ni
o pearances in this case.
3
“ MR. KELLAHIN: I'm Tom Kellahin of Santa
s Pe, New Mcxice, appearing on behalf of John B. Castle, and
16 I have one witness.
i MR. NUTTER: Will all the witnesses
18
stand and be sworn, please.
19
20 .
(Witnesses sworn.)
21
MR. NUTTER: Please proceed, Mr. Hunker.
- 24
25
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JAMES W. ROGERS

being called as a witness and having been duly sworn upon his
oath, testified as follows, to-wit:
DIRECT EXAMINATION
BY MR. HUNKER:
C Mr. Rogers, for the record, will you

identify yourself by giving your name, address, and present
occupation?

a My name is James W. Rogers. My business
address is Florida Exploration Company, Suite 300, Vaughn
Building, Midland, Texas, 79701.

I am the Division Land Manager for
Florida Exploratinn Company, responsible for, among other

ovico
1exico,

Lo

In administering the responsibilities

that you have in this company, exrlain briefly to the Examinen]

what you do with regard to land matters and the drilling of
test wells.

A Basically, my area of responsibility is
the acquiring, maintaining, exploring, and exploiting of
properties in seurch of oil and gas hydrocarbons.

0 In that process do you prepare AFE's in
connection with the —; or supervise the preparation of AFE's

in the drilling of test wells?
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A Yes, sir, that is correct. That is one
of my responsibilities.
Q. Are you familiar with the application

that has been filed by Florida in connection with this

matter?

A Yes, sir, I am

0 What does the applicant seek in con-
nection with this case?

A. The applicant seeks a 324.25-acre

proration unit for the drilling of a 12,259 feet Wolfcamp
test well with the option to drill the well at ~ur option,
the applicant's option, to the Morrow formation at an esti-
mated depth of 14,500 feet.

The lands involved are on the tew Mexicos
Texas state line and are partial sections.

0. Will you describe for the Examiner the
lands that you propose to include in the non-standard gas
well spacing unit?

A Yes, sir. BAll of these lands are
located in Township 26 South, Range 30 East, and comprise
the following parts of the sections: Section 33, Lots 1,
which contains 24.80 acres; Jot 2, 24.78 acres; and the
north half of the northeast guarter of said Section 33,

In Section 4 the lands we would propose

-

to include therein are Lot 2, which contains 24.98 acres;

e
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Lot 3, 24.87 acres; Lot 4, 24.82 acres; and the northwest
northeast quarter and north half northwest quarter, in all
containing 324.25 acres, more or less.
QO Did you prepare or have prepared an
exhibit depicting this particular spacing unit?
A Yes, sir, we have.
0 Ts it Exhib
have before you?
A Yes, sir, that is correct.
0. And explain to the Examiner, if you will,
what that depiction shows.
A Yes, sir. This is basically a land plat.
The yellow coloring denotes acreage upon which Florida Ex-~
ploration owns or has the right to earn the full working
interest.
The red depicts lands on which Flcorida
Exploraticn owns a partial working interest.
Also, the plat depicts the outline of
the Ross Draw Federal Unit, which is outlined in red thereon.
It also shows the location of producing wells that have been
color coded to denote production from three zones, namely,
the Delaware Sand in purple; the Bone Springs formation in
brown; and the Wolfcamp formation in the orange color.
Also depicted in green are two 320-acre

spacing patterns that have been formed for the drilling of
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the No. 7 Well in the northwest quarter southeast quarter of
Section 26 on a 320-acre designation and the No. 8 VWell,
located in the northeast quarter Section 27 on a 320-acre
designation comprising the north half.
MR NU1TTER: Has that well been driiled
yet?
A It is presently completing, sir.
MR  NUTTER: And what formation is it
in, the Violfcamp?
A It will be completed in the Wolfcamp
forration, yes, sir.
MR ,NUTTER: And how about this one
over here in Section 267 I presume it has been completed.
A Yes, sir, it was drilled to the Morrow,
plugged hack to the Wolfcamp formation, and completed as a
Wolfcamp producer shut in waiting on a pipeline.
0 The well in Section 26 is referred to
as the Ross Draw No. 7, is that correct?
A Yes, sir, that's correct.
0 And the well in the north half of Sec-
tion 27, how do you refer to it?
A It is the No. 8 Ross Draw Federal,
The plat also depicts the requested
proration unit -- non-standard proratior unit that we would

propose for the drilling of a test well at a location 760
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from the north line and 19890 from the west line Section 34,
Township 26 South, Range 30 East.

ol Why didn't you select a 660-foot loca-
tion, Mr. Rogers?

A Sir, we did not select a 660-foot loca-
tion because there is a present shallow producing well pro-
ducing out of the shallow Delaware at the 660 location, and
we would propose to go 100 foot south of that well to drill
our Wolfcamp test well with the option to drill it on to the
Morrow.

MR. NUTTER: Is that shallow well the
No. 27

a Yes, sir, that is correct.

MR , NUTTER: And what will your proposed
well he called?

a Oour proposed well would be called the
No. 9 Ross Draw Federal.

MR. NUTTER: Thank you.

0 Mr. Rogers. whyv did v
particular non-standard gas well unit?

A As previously stated, sir, we are
dealing with a Federal unit, the Ross Draw Federal Unit, and
as depicted on the plat, you can see that alorg the south
line of the Ross Draw Federal Unit we have what we believe

to be two locations comprising 324 plus or minus acres that
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will equally divide the south part of the unit into two pro-
ration patterns.

As backgrcund, Florida Exploration Com-
pany 1s earning its interest in the lands depicted on the
plat under a farmout agreement with J. C. Williamson and
others. The agreement provides for, among other things,
earning the acreage dedicated to a proration unit on a produce
to earn basis and is limited to the depth that we drill the
well plus 200 feet. For that reason we believe that we are
justified in asking for two ncn-standard proration units to
utilize the land that is available to us to earn by farmout
and the drilling of the wells and will be in the interest of
conservation and will grant us the opportunity to use the
land available to us without drilling excessive wells to
earn that larnd.

0. I notice that the tract in Section 34
upon which your proposed location is made that that is a Kerr
McGee tract. Have you made arrangements with Kerr McGee to
drill this warticnlar acreace?

A. Yes, sir, that is correct. We have an
arrangement with Kexyr McGee out of Oklahoma City to drill the
test well thereon and earn that interest.

0. Under your trade with Williamson, et al,

and with Kerr McGee, what are the time limitations that you

had imposed upon you?
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A The next well must be commenced on the
Kerr McGee tract by March 26tl, 1980.
0. Is the location that you have made a
standard location?
A Yes, sir, I believe it is a standard

location, being 760 from the north and 1980 from the west line
of Section 34, Township 26 South, Range 30 East.
0. And to review, what you're seeking then

is a non-standard gas well spacing unit, is that correct,

MY nrAaYyation 11N 72
OY prorat: on unit:
A Yes, sir, that's correct.
0. Mr. Rogers, turning to your other re-

sponsihilities, I would like to refer you to two other ex-
hibits that you have prepared and ask you if you prepared an
AFE and a supplemental AFE for the drilling of the No., 7 Ross
Draw Unit Well?

A Yes, sir, we Gid prepare an AFE and a

supplemental AFE for the drilling of the No, 7 Ross Draw Unit

Well.

0. Are -- is that referred to as Exhibit
Number Two?

A Yes, sir.

0. in connection with the AFE on the N05 7

Well, your Exhibit Number Two, what does this show your es-

timated cost for the drilling of that test well to have been?
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1 | A Our first AFE was for the drilling of a
2 ¥ 14,500 foot Mcrrow test well located 1980 from the south and
3 | east line of Section 26, Township 26 South, Range 30 East.
4 It called for an expenditure of $1,131,650 to drill such &
5 well and complete it as a producer.
€ 0. And what happened?
7 A We overspent that amount and we supple-
8 mented that AFE in the amount of $806,000 additional to ac-
9 complish what we wanted to accomplish.
g 5 10 0 What was the total AFE for that well?
;’g:ég n A The total AFE was $1,937,650.
g %%g 12 0. And what was the total cost of the well?
2 3 A To date we have spent $1,936,793,
@ u 0. And that well was plugged back and com-
s pleted in the Wolfcamp formation, is that correct?
16 A Yes, sir, that is correct.
7 0. In connection with your No. 8 Well, did
18 you prepare an AFE on that well and a supplemental AFE?
19 A, Yes, sir, we did prepare such an AFE
20 and supplement and that is Exhibit Three.
21 1) What was your estimated expenditure for
the No. 8 Well originally?
‘ A The No. 8 Well was originally scheduled
- % to a depth of 2200 i<et to test a Lower Delaware-Bone Springs
» series, and after reaching the total depth of 9200 feet and
I

.
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i running electric logs it was our decision at that point in
f time to go ahead and elect to drill that well deeper to the
Wolfcamp formation at an estimated devth of 12,300 feet.

So with that in mind, our original AFE
for the 9200-foot test well was $653,500 for a completed
well in the Lower Delaware-Bone Springs series. That AFE
was supplemented in the amount of $355,700 to drill the well

on to a depth of 12,300 feet to test the Wolfcamp formation.

And those two added together amount to

[
’...l
e}
t3
[
[

0. And what was the cnst, actual cost, to
date for that well?

A To date, sir, we have spent $1,133,387
and the equiping costs of the well are not included in that
amount, and those equiping costs for a gas well are estimated
to be $45,000.

0. For the record, what is the present
status of that particular well?

A The Nn. 8 Rass Nraw Federal is nrecently
completing as an indicated Wolfcamp gas producer and is pre-
‘sently testing for the purpose of a four-point test for
calculated absclute open flow.

0. What does that test reveal at this time?

A, I believe at the last report I had on

it the well was making on an 11/64ths choke on a one hour
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flow test it flowed 6,612,000, pilus 9.65 barrels of condensate
and the flow tubing pressure of 7112 pounds.

0. At the present time, Mr. Rocgers, TPlorida
Exploration Company is seeking the approval only of the
westernmost unit shown on your Exhibit One, is that correct?

A Yes, sir, that is correct, sir.

0. Do youn have anything else to add tc your

testimony at this time?

A The only other thirg is, I would like
to add, we zre only seeking the west unit now, but I think

it's quite obvicus that if the well is successful, this will
give us another proration uni* if allowed to stand as we have
requested, comprising the eastern part of our Ross Draw
Federal Unit, and would utilize all the land that is available
to Florida Exploration for the spacing of the wells.

MR, HUNKER: At this time, Mr. Examiner,
we'd like to offer in evidence Exhibits Numhbers One, Two, and
Three, and we'd like to pass the witness at this time.

MR NUTTRR: Florida Evhihite One through
Three will be admitted in evidence.

Are there questions of the witness?

MR. KELLAHIN: Yes v. Nutter,
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CROSS EXAMINATION
BY MR. KELLARIN:

0. Mr. Rogers, as I understand your testi-
mony, the proposed non-standard proration unit that you've
outlined that crosses the section line and includes portions
of Section 33 and 34 would consist of 324.25 acres?

) Yes, sir, that is correct.

0. And what would be the acreage then with-
in the unit to be dedicated to the ne:it well? I mean that
acreage in Section 35 and the balance of that acreage in 347

A All right, sir. We would propose the
next unit to be all of the partial Section 35 and the north-

east northeast quarter and Lot 1 of Section 34.

0. And how many acres would that constitute?
A That amounts to about 324.58 acres.
0. I don't have the lot numbers on my plat

here, Mr. Rogers. BAm I correct in assuming that the second
proration unit would include all the acreage in what is out-

lired in Section 35?

N

A es, sir, that --

o

0. And then that lot over there that has
a designation of ARCO?

A Yes, sir, that is correct. ARCO is
committed to the Ross Draw Federal Unit.

0. The spacing on the Wolfcamp wells is
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160 acres, is it not, Mr. Rogers?

A To my knowledge the spacing on the Wolf-
camp wells are not 160 acres, and we would not propose to
want them on 160 acres, for economic reasons.

0. The No. 7 Well in the south half of 26
is a Wolfcamp producer.

A. Yes, sir, that is correct.

0. And the south ha.f of that section is
designated to that well?

A. Yes, sir, that is correct.

0. What pool are you in, Mr. Rogers?

Is the Wolfcamp designated by pool or are vou under statewide
spacing for the Wolfcamp in this area?

A To my knowledge we are not under any
pool rules, field rules.

0. So 1it's your understanding, Mr. Rogers,
that if the proposed well in this non-standard proration
unit results in only a Wolfcamp producer it .11l be your In-
tent to dedicate the entire non-stendard pcoration unit to
that particular well?

A Yes, sir, that is correct.

0. How weny acres would be included in a
proration unit that consisted just of the Section 347?

A Well, I don't have those numbers added

up, but we could add it them up here. It would consist of
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four 1lots.

0. It would approximately be 260 acres, 1
take it, is that right?

A. I think that's ~-- that's about right.
There are about 260 acres, yes, sirt

0. And if Section 35 is designated as a
non-standard poration unit, that also would consist of
about 260 acres, wouldn't it?

A That's approximately the number that
would ke, I believe.

0. 2nd if we look over to the section 33,
half of which is within your Ross Draw Unit and the other
half is outside, if that entire section is designated a non-
standard proration unit, that unit would also consist of abouty
. < acres, would it not?

A That's correct.

0 Okay. 'Now neither the Wolfcamp nor the
Morrow formations in this particular area are prourated in
any way, are thevy?

A To my knowledge they are not prorated.

0 So that a non-standard proration unit
with less than 320 acres would rot be penalized, would it?

A That I do not know and would not want
to say whether it would or not because of my not having

knowledge of that.
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i e} You've indicated that you are going to
i
i ) . s
2 i drill the proposed well to a depth sufficient to test the
i
3 | Morrow formation.
|
4 | A We are going to drill the well ko a
, s
5 depth sufficient to test the Wolfcamp formation at an esti-
6 mated depth of 12,250 feet, with the option to drill that
7 well on to the Morrow formation at an estimated depth of
8 14,500 feet, but that would be at our option and based upon
9 geologic and other considerations reached at the Wolfcamp
;; 10 Taover i A em ddam —e— R
3 = ALVO L 1l T weoelld.
o Ze
g.§§§ n 0. Tell me again, Mr. Rogers, what consider-
@ &35 12 : , : .
=z 3 ations you concern yourself with in determining whether to
; -
> ELLEE 13
E 4 go on to the Wolfcamp formation -- I'm sorry, the Morrow
b 14 .
formation.
15 .
A 0Of course geology has an important part
16 in it. The economics of the deal play an important part,
17 . . .
and there's alsoc an engineering aspect, as you dr_ 11 these
18 . -
wells, and what you may encounter in Wolfcamp that would
19
prohihit von from electing to d»3ill the well on o the Mor-
20 .
row formation.
21 .
0. You've talked about some of the economic
22 » » . 0]
considerations in your testimeny, Mr. Rogers.
23 '
y: 8 Yes, sS1ir.
e 24 . .
0. Your economic information, as I undexr-
25
stand it, from Wells 8 and 7, were not very favorable for
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drilling to the Morrow formation, were they?

A The economic considerations?
Q Yes, sir.
LR I do not urderstand your guestion.

MR. HUNKER: Mr. Examiner, this requires
him to speculate on whether or not it's favorable or not.
I don't know whether he's gualified to testify as to whether
it's favorable or not.

He might ask a question, is it eccnomic,

O

MR KELLAHIN: I think the guestion is
proper. Mr. Rogers has testified at some length as to what
the considerations he believes are necessary for determining
whether the subject well is drilled to the lower depth,

One of those factors was an econonmnic consideration and I
want to test the extent of that knowledge and perhaps I can

ask the gquestion in a different way.

0. We've seen your economics on the Well
Nc. 8.

A Ub~-huh.

o And that was dry in the Morrow. We've

seen your economics in the Well No., 7, and you've drilled
that tc the Morrow and it was also nonproductive in the
Morrow, that's not true, is it?

A That is true, ves. The No. 7 was non-
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productive in the Morrow formation, that is correct.
The No. 8 Well was only drilled to the
Wolfcamp formation.

0. Ckay. Tell me again how ~- what factors
you're going to use to determine whether you're going to
complete this well at the Wolfcamp level or continue on to
the Mo.row depth in this well,

A Well, I'11l just state again what I’'ve
already stated to you. 1It's going to be based upon geclogic
considerations. It’'s going to be based upon an engineering
consideration as to what we may have in the way of high
pressure in the Wolfcamp, and there will be same economic
consideration as to whether we should elect to continue the
well -- continue the drilling of the well on to the Morrow
formation.

) If the entire Section 34 is dedicated
as a non-standard proration unit, which is not what you're
seeking, but that's what I'm proposing to you, if that is
what is proposed. Mr Rogers. von don't have any Aifficnlty
with ARCO joining that unit, would you?

A I have not contacted ARCO with regard
to such a matter and therefore I could not speak to the
issue. Tf that were the case, we would attempt to work out
an arrangement with ARCO whereby we could do tbat.

0. What's the unitized formation for the
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! Ross Draw Federal Un:it?
2 A To my knowledge the Ross Draw Federal
3 Unit is unitized as to all formations.
4 D And ARCO's acreage within the unit is
5 dedicated toc the unit.
¢ A Yes, sir, that is correct.
7 0. And who's the operator of the unit?
8 A The operator of the unit of record is
9 J. C. Williamson. The operator under a designation of
« 10
) — noratoar far +hoe I 7 and the No Q WAallg ig Tlaridas Tu
_,. R V"‘——-&M N N e N D N %NS @ A dANA e LA A - < > A A\ L. A LR el %
(& S g
a® g ~ 1" . _
> 2353 ploration Company.
© =2
- @ REF 12
3 T2% 0. And you have that same sort of arrange-
o "eZ 13
2 3 ment for the next well, the subject well?
.
" . . .
A We do not have it in hand at this time
15 R
but we will obtain the proper governmmental authority, a de-
16 . .
signation of operator, for that well.
17 . -
D All right. The east half of Section 33
18 . . "
is a ¥Yederal lease, is it not?
19
n KT e PN PO S ——— v~ R
L£i» B L T 4 [ SRS 3 = Sy A d B S
20 )
0 And that is the same Federal lease that
21
encompasses Section 22 up here above Section 272
A Yes, sir, I believe that's correct,
0. Is there production on that Federal
e’ 24
lease that holds that lease at this point?
25
A To my knowledge, sir, there is no actual
, =23
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production. The lease is being held by the Federal Unit,
which is past its primary term and being held by continuous
development as provided in the unit agreement, which further
provides for the drilling of additional wells with a cessatid
of no more than ninety days between wells, to hold the pre-~
sent Federal Unit in force and effect.

0. The acreage in Section 34 to be dedi-
cated to the proposed non-standard proration unit is a dif-
ferent Federal lease, isn't it?

1 =Y
-— <a Qe

A It is a different Federal lease freom th
lease that you previously described, vyes.

0. Okay, how is that leas: being held?

A That lease is also being held by the
Federal Unit and by actual production if the No. 2 Well is
producing, and to my knowledge, of which I have no knowledge,
of the No. 2 production because we're not involved with it.

0. The Delaware Well in —- this No. 2 VWell
in Section 34 --

0. -~ to the best of your krowledge that
currently holds that Federal lease?

A The lease is either being held by the

unit or it is being held by production from the No. 2 Well,

43

of which I have no knowledge.

0. If the No. 2 Well, the Delaware Well,
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is not holding the lease by production, and we fall back
upon the unit provisions, and we are in the same problem
with that Federal lease as you have with the Federal lease
in the ecast half of Section 373,

A I do not follow your line of questioning
as to the problem, sir.

0 The fact that you have to continuously

drill in order not to lose the Federal lease,

A Right. As vou are aware, Federal units
do have a provision that upon break-up of the unit, you have
two additional years to -- to develop.

0. Isn't the principal reason, Mr. Rogers,

for creating this non-standard proration unit the desire to
hold two Federal leases with the drilling of one well?

A No, sir, I do not believe that that is
the purpose. I believe that the two Federal leases, by
virtue of the fact of them deing in the Ross Draw Federal

Unit, can be drilled and operated as one basic unit of

A AE Ll leea 7 B . -
LA UL Ll LU 1 TAaecs LD suaunaleridl.

ovExr AwA
- LS OTO-

o

Do I understand you to say that you don't
need the proposed well in order to hold any leases within
the unit?

A If you understand that, sir, you under-
stand something that I don’t mean to infer. We are drilling

and earning our way, as I previously stated, in this deal.
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0. Tet me ask you again, Mr., Rogers, do you

needthis proposed well to hold either of these Federal leases
A Yes,

we need it to hold the unit to-

gether.

0. Okay. Would a unit well at any other
location hold these Federal leases?

A Within the confines of the unit outline,

yes, sir, it would.

0. You would drill the oproposed well

th

its

Q

proposed location regardless cf th
a non-standard proration unit, would you not?

A The proposed well is in what we consider
to be a good location from a geclogic standpoint. Your
question agppears to me to be rather brcad as to what pro-
ration unit you may be alluding to.

0. All right, let me be specific, Mr,
if Section 34 is the non-stand-

Rogers. If the south half --

ard proration unit, the location for the propcsed well would

———— -~ a - s P | Lon P .
R Y N W A~ [T wao e 2L vl

A Yes, I believe the location would hold
up from a geologic standpoint.

Q. And that would still be a standard loca-
tion.
it would be a standard loca-

A Yes, sir,

tion.

" + -
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O Now is that a standard location under

the proposed non-standard proration unit as you've outlined
on your Exhibit Number One?
T think the location o

be, yes, sir.

° 0. What's the distance from the proposed

well to the east boundary of the proration unit? Do you

¥
0

know what that distance is?

9 A No, sir, I have not calculated it. Just
< 10 . .
17 from eyeball, it would apvear to be approximately the came
o £
~ m 3§ 1n . . . . .
g 58 % distance as it is from the west line of the s-:ction.
2%
. 3:s 12 :
= -Zz3 0 If your proposed non-standard proration
T i}
. g a 13 . . . .
3 3 nnit is approved, Mr. Rogers, and if a Morrow well is to be
@ 4 ’
drilled in the west half of Section 33, how would you form
15 . . . .
a proration unit for a well drilled in the west half of
1 .
6 Section 33?2
17 . .
A Sir, I cannot answer that guestion be-
18 . . .
cause I only have a right to earn a 40-acre interest in
19 I Comdtnxr 27 ThAadi v~y +Fha rmAaArkheract+: mitaydbar AF s mwardhorAao -
________ 22, bkeing the neorthwest guarter of the neorthuecst
20 . -
quarter, and I believe the record owner of the balance of
21
the west half of Section 33 is Mr. John Castle, and I have
no arrangement with Mr. Castle and therefore I could not
speak to that issue.
- 24 .
Q. Well, as an experienced landman, Mr.
%

Rogers, approval of your proposed non-standard proration
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unit will lead to further non-standard proration units that

will have, as of necessity, to cross section lines.

Sir?
A Do you want me to answer that?
ol Yes, sir, it was a question.
A T interpreted that as a statement, sir.

Did you ask it in the form of a gquestion?

0 Yes, sir.

If this proposed non-standard proration
unit is approved, how many other non-standard proration units
are going tc be thereby created, each of which crosses
section lines?

A Sir, I would believe my experience wculd
tell me that this would be largely based upon geologic and
engineering consideratizns and not land considerations,

0. Well, it’'s at least going to lead to the
creation of anothemmon-standard proration unit that crosses
section lines in Section 35 and 34. You've already told me

you're going to do that one.

A Yes, sir, that is correct,

o All right,

A That would be our plans, yes, sir.

Q. And how would you propose as an exper-—

ienced landman, to create a 3z0-acre Morrow proration unit

for the balance of the acreage in Section 332
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MR. MNUTTER: I think, Mr. Kellahin, he's
already answered that. He said he only had 40 acres in that

area and it would depend on how much Castle would.

]

0. 1f Mr. Castle would dedicate Section 32
to a non-standard proration unit for a Morrow test, there
would not be acreage for which the west half -- I'm sorry,
the east half of Section 33 could be dedicated for a Morrow
test, is that not true?

A I'm not with you. Would you say that
again, please?

0. Yes, sir. If Mr. Castle creat2s a non-
standard proration unit for a Morrow test in Section 32,
and that acreage is dedicated to that proration unit --

MR. NUTTER: 2nd only that acreage.

Q. And only that acreage, then we have the
west half of Section 33, of which you have a 40-acre tract,
how can that acreage be dedicated to a Morrow proration
upit?

A Now you're talking very hypoilhéilical
here, and I can only answer hypothetically. We would just
have to look at the -- all the factors involved and‘deter—
mine what would be appropriate proration unit based upon
geology, reservoir engineering, and the land consideration.
The guestion as you asked it would infer that you could not

do anything with that west half of 33, but I don't believe

m‘ —
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that would be actually what would happen.

Q All righ*. Tell me, in your opinion,
what you believe would actually happen.

A As 1 have previously stated, I think
you're going to have to look at some other considerations,
and you're going to have to determine what your best loca-
tion would be over there, and so forth, and I do not wish
to testify as to geology because I'm not trained o testify
to that.

MR. KIOLLAHIN: T have nnfhing fnurther.

Thank you.

REDIRECT EXAMINATIGN
BY MR. HUNKER:
Q. Mr. Rogers, maybe we can help Mr. Tom
Kellahin out.
In connection with the well that you're

going Lo drill in Section 34, if your non-standard gas welil

Cu

spacinag unit is approved. vou would earn from Estoril and

drilled, plus 200 feet, is that correct?
A That is correct, sir.
0. Would this include the Morrow formation?

A If we drilled the Morrow, it would,

If we 4id not drill the Morrow, it would not.

Williamson, et al; the rights down to the depth that you I
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1 0 In other words, if you stopwed at the i
: . |
2 Wolfcamp you would not have earned the Morrow formation, is |
I |
3 that correct?
4 A Yes, sir, that is correct. There is a
S provision in our arrangement with the Williamson group,
& though, that we have, if we earn shallow, that we have a
7 designated time that we can driil deeper and earn those E
8 rights at a later date. We will only earn rights ultimately 1
9 to 2G0 feet below the depth that we drill.
g = 10 o Tor the +ime heing -
o £
o s 8§. 11 B 5 :
> 38% A For the time being.
C <=2
~ ®m2EZ 12
¥ S5% 0. -- all you would earn would be the Wolf-
€& 8
> z& 13 . . : . CL. .
2 3 cemp rights if this spacing unit is approved, is that cor-
o\
4
! rect?
15 . .
A Yes, sir, that is correct,
16
0. And assume that you never earn the
17 ) : 1
Morrow rights under the east half of Section 33, then Mr, 1
18 R 3 - . o, . s -
Castle, in order to [orw a spacing unit [Oor a Morrow weill,
19
would have to make his deal witii J. C. Williamson. et al.
20 +
is that correct?
21 - . .
A Yes,sir, that’s correct.
2
0. Was the Penroc Well referred to on your
Exhibit One as Well No., 5, drilled to a depth sufficient
— 24
to test the Morrow formation? Or do you know?
5 - 13
A It was drilled to a depth sufficient to
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test the Morrow formation.

0. Did difficulties occur in connection with
that well?

A I understand that there were mechanical
difficalties, yes, sir.

Q Were there indications that it might have

produced in the Morrow formation?

A That, I am not sure of, sir.
0 Well, what has given you, or your com-
pany. the encouragement to think about ancther Morrow test

in this area?

A 0f course, you evaluate these areas as
you go along and every additional well that is drilled gives
you more information, and we recognize that the Morrow form-—
ation in southeastern New Mexico is in spots a prolific gas
producing formation, and therefore, we are cogrizant of that
fact and would afford ourselves the opportunity to drill
Morrow wells in acreage upon which we have, if we were pre-
sented the opportinity from a genlogic standpoint of that l
particular property being favorable.

MR. HUNKER: I have no further questionsﬁ
Mr. Kellahin -- Mr. Nutter.
MR. NUTTER: The witness may be excused,

Let's take a fifteen minute recess,

(Thereupon a recess was taken.)
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MR. NUTTER: The hearing will come to
order, please.

Mr. Hunker, did you have another witness
now?

MR. HUNKER: Yes, I have. Mr. Alcorn
has been sworn and before going into that, I would like the
Cxaminer to take administrative notice of the fact that Rule
104 of the Division's rules that provides for 320-acre state-
wide spacing for Wolfcamp and below.

And I1'd like to also call attention to
the -- of the Dxaminer to the fact that its records will
reflect many unit agreements which have been apprcved by the

Divisicn, which show that lands not within participating

areas at the end of the specified unit term, will he eliminated

from the unit agreement.
If the lands are in a participating area

they are not eliminated.

JOHN SCOTYT ALCORN i
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. HUNKER:

0. Mr. Alcorn, will you please give us your
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full name, address, and occupation?

A My name is John Scott Alcorn, known as
Scotty Alcorn., I work for Florida Exploration Company,
headquarters in Midland, Texas, and I am a Senior Geoloqgist

for the company.

Q. How long have you been with Florida Ex-
ploration?

A Since August of 1979.

o And you were with who before that time?

A I was with RTA Qil Producers in Midland,
Texas.

0. And how long were you with them?

A About seven and@ a half years.

0. Did you have extensive geological exper-

ience in southeastern New Mexico during that time?

A Yes, sir,
0. Have you testified before the Division
or the Commission previousiy’?
A Yes, sir.
Q And have your qualifications as a geologi

been found to L~ acceptable?
A They have,
MR. HUNKER: We offer this witness as an
expert geologist.

MR. NUTTER: Mr. Alcorn is gualified.

5t
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0. Mr. Alcorn, are you familiar with the
application that's been filed on behalf of Florida in con-
nection with this matter?

A Yeg. sir. T am

0 Why, in your opinion, was the non-standar
gas well location made at 760 feet from the north line and
1980 feet from the west line of Section 34, Township 26 South
Range 30 TZast?

MR. NUTTER: Mr. Hunker, correction.

mean the non-standard gas proration unit.
It's a standard location.
Q. Yes. Non-standard gas well spacing unit
made at this particular location, Mr, Alcorn?
A Could I refer to a Wolfcamp pay structure

map that coincides in < .zence with the Jland map that was

entered?
Q. ¥s this your Exhibit Number Four?
A Yes. air_. it is.
0. Was it and the Exhibit Five, which you

will talk about later on, prepared by you or under ycur
supervision?

A Yes, sir, that is correct.
0. Looking at your Exhibit Number Four,

will you tell the Examiner what that exhibit depicts?

A
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A In conjunction with the acreage that Mr. +

and the Ross Draw Unit configuration that Mr. Rogers de-
scribed, this map is mapped on the Wolfcamp pay structure
and superimposed a clean carbonate thickness in dastesd lines
of the area, of the Ross Draw area.

I will note that it's on -- in this area
the dip seems tc be a standard rate of dip of approximately
100 fecet per mile to the east/southeast. There seems to be
noc configuration of structure anomaly in the area to date

under the Ross

Jraw acreage.

It is noticed that through examination
of electric logs, which will be described in Exhibit Five,
that a line of carbonate thickness of 20 feet goes in a
northerly direction through Section 27, through and bisects
Section 34, or there the proposed acreage in question. That
is a 20-fcot thickness line that is -- was measured from tne
well that is known as the Penroc No. 5 Ross Draw.

At the present time we feel as though,
from the information available, that well did not appear to
be productive in the Wolfcamp zone of production in the Ross
Draw. We feel as though this line indicates a possible

western economic limit at the present time, We would like

to stay in a standard location east of this line of dissectidh. :

We feel as though this --

MR. KELLAHIN: Excuse me, Mr. ARlcorn,
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which line are vyou looking at?

A We're looking at the line that's the
dashed line.
MR, KELLAHIMN: The number twenty line?
A The number twenty line.

We feel as though at the present time
from the knowledge available, that is our most opportune
location, geologically speaking.

Does that answer your question, Mr,

0. That answers my gquestion.
This map shows the proposed location,
is that correct?
A Yes, sir, it is proposed approximately
100 feet south of the well known as Ross Draw No. 2, which
is producing from a shallower depth not in question.
0 The other markings on the unit are the

same markings as appeared on Mr, Rogers' Exhkibit Number One,

ic +hnt ArAarvract?

A That is correct. 1 had my draftsman
copy the information from his map, on the -- of the land-
holders.

0 Turning now to Exhibit Number Five.

A Yes, sir.

0. Will you explain this exhibit and tell

o aens
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the Examiner what it depicts?

A Exhibit Number Five is a Wolfcamp cross
section A-A' from the insert map. The insert map is from
a commercial map company called GeoMap. It is mapped by
them on the Devonian-Fusselman pay, which 1s not in question
here. It's simply for reference.

A-A' in the inset connects wells known

as the Penroc or Baxter Ross Draw No. 5, to the Florida Ross
Dréw No. 8, to the Ross Draw No, 7, and concludes in Loving

County, New Mexico, at the Texaco Damsite Unit No. 1.

Q. You mean the Texas, don't you?

A Loving County, Texas, I'm sorry.

G. Loving County, Texas.

A. Pardon me. Eddy County, New Mexico,

intc Loving County, Texas.

The wells -- the electric logs that are
hung in this cross section show the continuity of the area.
You will notice in the Ross Draw Well No. 5 that the gross
thickness in the lavendar color is 20 feet.

In the Florida Exploration the gross
thickness of what we conclude to be clean sand, you'll
notice in the 8 that some of their stringers of dirty or
shaley material, but the gross stringers in that are 24 feet
as noted on Exhibit Four.

The Florida Exploration Well No. 7, we
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% considered 35 feet as being clean dolomit carbonate.
21 The Texaco Damsite in Texas carries 55
3 | feet of clean carbonate.
4 The notaticon on the right, which i=s nifhPL
5 the porosity side of each log, is colored in orange to de-
¢ | pict porosity as we understand it.
7 In each well we have attempted to note
8 on the cross section the perforations adjacent to each pro-
9 ducing zone, which is the Wolfcamp 1 Zone, as we refer to
§ 5 10 it in our cempany cffice.
o g
g'zgg n On the Florida Exploration Ross Draw No.
0 <=2
-~ o 88 12 . . .
g "3 8 there is an isolated zone at 12,065 depth, that is not --
st
% £ 3 3 h :
v does not appear to be very prolific through the area. We
g
i 1 . .
did perforate it in our Ross Draw No. 8.
i5 i
We feel as though that the Wolfcamp 1
16 . . . . .
Zone, which is the productive zone 1in the QRoss Draw Field,
17 . .
appears to be thinner by history of the Ross Draw 5 to the
18 _
west. Wwe want to stay on structure -- I mean not ¢n struc-
19 )
ture, buit on Sctraiigraphic Strike wilhh the ROS5 Diaw Nu. o.
20 - - »
We feel as though that's the opportune location in this area
21 . » 3 . -,
’ to allow us to keep the continuity of 320-acre spacing in
22
' the Ross Draw area.
23 0 R
0. In your judgment, then, the No. 2 Ross
- 24 .
Draw Well would fall on a cross section some place between
2
‘ the Ross Draw No. 5 and the Ross Draw No. 8, is that correct?
{
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A Yes, sir, that is correct. It would be,
as you notlice, 1t 1s in a stratigraphic section that would
be approximately 150 feet high to the Ross Draw No. 7, which
encecuntered water in tho Morrow. That is whyv ar this looa-
tion we feel as though there is a possibility that Morrow
could be considered producing zone.

The reason that we are keeping with an --

we used the term option to go teo the Morrow in our reguest
of drilling this well, is the Wolfcam> in the area has had

1.

s - 1w e —
a aargir pr

- P £
L P S ) Lo

ory © essure zone, which we [eel as though
if this comes in at this depth, that it would behoove us,
engineeringwise, to attempt to complete in the Wolfcamp.

If we founa that the Weolfcamp was such
as indicated by the Ross Draw No. 5, we would possibly have
an economically uncommercial -- noncommercial well, and we

would have to try and consider the possibility of going to

the Morrow. We certainly would.

That is, with all things being considered

it i35 & combinaLion aiea ol FMoriow counsideraidoil 10 COLljuie—
tion with our primary purpose of going to the Wolfcamp.

Q. For the record, would you like to de-
scribe the nature of the Wolfcamp pay?

A For the record, the Wolfcamp pay in the
area of southeast New Mexico and from the history that we've

gathered in going across into Texas, we find that the Wolf-

— i
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-
1 camp pay, when drilled, is a very high pressure zone. It !
i
2 is known to carry in excess of 8000 pounids bottom hole pres-
3 1| sure. It becomes very toucny to drill this well -- to drill
4 a well through the Wolfcamp. You have to get the type of
5 mud that would -- to hold the pressure down, you would have
6 tu get the type of mud that would possibly seal the Wolfcamp
7 formation. So that is why we would like to reserve judgment
8 on drilling deeper until after we go through the Wolfcamp.
9 We've found in this area that the Wolf-
.-
b 3 10 camp has had a record of rather spectty production. 1It's
£ 22
". m§
E ;%E n had a -- I might note that in the well to the east, the
oéi:
¥ ~-Z3 12 Phantom Draw Unit No. 1, drilled by Texas Pacific in Section
> &5
2 A 13 . . cyx .
2 K| 20 of 20 South, 31 East, it's colored orange in Exhibit Five,
v 14
this well has produced -- l
15 - '
0. Exhibit Four, you mean.
16 A I mean in Exhibit Four, I apologize.
17 . . . R |
This well to date has produced 1.5 billion cubic feet of gas
18 . . . .
on a daily productior rate at the present time of approxi-
19
mately 320,000. This -- in the area we feel as though 1.3
20
billion is the history of the area and is why that we feel
21
that justifiably 320-acre spacing is necessary for the econ-
omical commercial prcduction cof Welfcamp gas at the present
time.
- 24
If vou attempt to get any sort of a
. ]
more congested develooment, it would become economically
l
I
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unfeasihle for all parties in the area, I fecl. This is
based on the history of the Woifcamp in the locale of Eddy
County.

Now, I'd like to say that possihly there
are wells that have been known to produce much more, but
this is the general term of the area.

MR. NUTTER: How about that Texaco Dam-
site Well in Section 9 in Texas? What is its cum production?

A Yes, sir, the cum production at the
time is 1 biiiion cubic feet oif gas, and it's on
about 500,008 cubic feet production at the present time.
We feel as though it will be approximately the same as the
Texas Pacific Well that was referred to earlier, 1-1/2 Bef
well.

We are hoping to be in a sweet spot.

You always have to be an eternal optimist when you drill,
and hope you get better than everybody else, but that is

what we have to put the bottom line. The engineers say,

all »iooht+ x
_— T Tt dTT e 3

ron're going o work with 1
make it better than that. Well, we like to feel as though
we can dream in a better deal geologically.

o And by reason of your analysis of these
logs and of the depiction that you've shown on Exhibit
Number Ffour --

A Yes, sir.
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0 ~- you have made a conclusion, I presume,
!
Mr. Alcorn, as to the location of the well, is that correct?

A Yes, sir, I have.
0. And what is that conclusion?
A The conclusion that a standard location

of 760 from the north line and 1980 from the west line of
Section 34 is the optimum location in the Ross Draw Unit

for the Well No. 9 to be drilled.

o In your opinion will the approval of the
non-standard gas well unit be in the interest of conserva-
tion and the prevention of waste?

A Yes, sir, I believe very definitely it
would be.

0. Iin your opinion will correlative rights
be impaired?

A, I don't think any -- no, sir, it will
not. i

0. Will the approval of the application

e oprortunitys ko
and equitable share of the gas and condensate in the pool?
A Yes, sir, I believe that in the essence
of continuity on 323-acre spacing that we're caught in an
area where the sections do not carry 320 acres themselves,

so in an attempt to keep all spacing and all proration units

at 320 acres, it is found that this is, in our opinion, fair
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and just way to produce o0il -- I mean produce gas from Sec-

tions 34 and 35 that we are in the Ross Draw Unit, We feel

as though it is -- it is the optimum spacing.
n Will the amhroval of the amnlication
Q. wWill the approval ¢f the application

prevent eccnomic loss caused by the drilling of unnecessary
wells?

A The approval is -- 4did vo
negative at me in there?

0. I may have.

A I believe that the proration unit as
described here are the optimum that will prohibit economic
waste of development.

Q. Will the approval of the application
avoid the augmentation of risk arising from drilling exces-
sive numer of wells?

A Yes, sir.

MR. HUNKER: 1I'd like to offer at this
time Exhibits Numbers Four and Five.

MR. NUTTER: Applicant’s BExbibils Four
and Five will be admitted.

MR. HUNKER: And to pass the witness at
this time.

MR. NUTTER: Any questions?

MR. KELLAHIN: Yes, sir.
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CROSS EXAMINATION

BY MR, KELLAHIN:

0. Mr. Alccrn, are vou familiar with the
spacing reguirements on Texas side of this pool?

A No, sir, I am not at the present time.
I'm not.

0. You don't know if the well spacing in
Texas is 320's, 1l60's, or whatever?

) As I understand it, the Wolfcamp in the
Damsite Unit has -- has not been established at the present
time. BAs I understand it, the precedent of the state line

state pa

e

opportunities, I believe it sets the precedent con state line
fields.

0. Ycu're familiar with the Florida No. 8
Well in the north half of 272

A Yes, sir,.

0. That well is awaiting a pineline con-
nection, I believe?

A That well is in the -- is awaiting for
an absolute open flow calculation. It is in the process
of four-point tests.

The No. 7 is awaiting a pipeline con-

nection.
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0. what, if any, production tests do you
have on the Noc. 8 Well?
A I have the four-point tests at the pre-

sent time. The first four-point on a 6/64ths inch choke,

one hour, flowing tubing pressure 7461; gas 2.26 million;

barrels of condensate .7.
On +the next one hour test, 8/64ths inch
choke, one hour, 7380 is flowing tubing pressure; gas 3.95
million; condensate 2.76 per hour.
0. That's 3.95 million Mcf?
A 3.95 million cubic feet,

Do you want the rest of them?

0. Yes,

sir, if yomn

A Third point, 10/é4ths choke, one hour,
tubing pressure 7259; gas 5.44 million:; condensate 4.14 bar-
rels in one hour.

And the last point, 11/64ths, one hour,
flowing tubing pressure 7112; gas 6.61 million; condensate
9.65 barrels in one hour.

0. Based upon these tests, have

Mr. Aicorn,
you made any calculations or reached any conclusions con-
cerning whnether that well will pay out?

A Yes, sir, we anticipate that the well
will pay out.

Our engineering department feels as though

we —-- that the well will pay out is why he -- the department
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recommended drilling the No. 9.
Q. There are 320 acres dedicated to the No.i
8 Well?
A. Yes, sir.
0. You've reached the conclusion that, in

response to Mr. Hunker's guestion, that in your opinion it

was necessary to develor this area on 320 acres.

A Yes, sir.
Q. What specific information do you have
that supports this conclusion that cne well will drain 3207 |
\
A It is from the -- the 0il Conservation
Commission, isn't that -- what is that rule? What number
is that statewide rule for -- 104, Rule 104 in the statewide

New Mexico, has stated that Wolfcamp or below shounld be on
320-acre spacing.

0. Apart from the rule, Mr. Alcorn, have
you made any specific studies or calculations to determine
the actual acreage to be drained by any of these wells?

2 I =
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the area that we conclude that approximately it takes 3
acres to make a well commercially productive.

I'm referring to the wells that were
entered into testimony as the Texaco -- or Texas Pacific
Phantom Draw in New Mexico and the Texaco Damsite Unit Well

in Texas.
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o Your structure map, as I understood it,
had superimposed upon it your -- these Isopach lines?

A Yes, sir.

0 Those were the dashed linecsg?

A Yes, sir, those are thickness lines of
the Wolfcamp zone as depicted on the cross section in lavenda

o And in reference to that exhibit, you
identify the 20-foot line as being the economic limit for

the Wolfcamp in this area.

» A~ BT T o3
A5 T L L O Ll

)

T. 2 Lo o
IIISLOLY

of the area, we
feel as though the -- this is the economic limit as far as
the Ross Draw No. 5 founa it. It found to be lacking in
porositv on the -- as noted on the cross section.

It could possibly open up. We hope it
does, but it is, as we interpret it now, we feel as though
we would like to stay east of that line.

0. And that's why you've chosen the pro-

posed lcocation of the No. 9 Well to be east of that 1line?

n Ve e - oy~ Fa
- P-4 2

-~ - AT
r - ’ v o e o (W%

hHTwghn thiiait as
knowledge that is available to us, we'd like to take advan-
tage of it, and we came up to -- came to that conclusion.

0. You wouldn't recommend the drilling of

a Morrow test west of that 20-foot contour line?

A

A Morrow test --

I'm sorry,

a Wolfcamp test.
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1 . - . .
A I would not until we find the information
2 available from the No. 9. It behooves us to take advantage (
3 of all information available in the area and we would like
4 to systematically drill our property from the information
> that we derive from previous wells. We would nct like to
§ drill over there until we find out some other information
7 v s e
tnat 1s concrete.
8 D. 1t would appear from your exhibit and
® your testimony, Mr. Alcorn, that approximately half of the
o 10 . . . . |
0w s proposed proration unit to be dedicated tao thic well_  +hi .+
S BT . . .
> §§§ acreage lying west of the Isopach 20-foot line is uneconomic.
0O ==
m£:3 12 C e .
¥ oLe A It is from the -- from the interests of
2 &5
i s & 13
# & the area, it is at a time where we would not want to drill
@ 14 .
the well. We feel as though that it could open up out there,
15
but right now as the actual location for the well, we would
16
not like to drill on the other side.
17
Q If the non-standard proration unit con-
18 )
sists solely of Section 34 --
19 )
A Yes, sir.
20
Q. -- would that change your proposed loca-
21
tion?
22
A No, sir.
23
Q. That would remain the same?
24
A, Yes, sir.
..
0 From the information you have before you,
¥
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{ Mr. Alcorn, where would you propose drilling a well for the
2 . . . . .
non-standard proration unit that would exist in Section 3% ‘
!
3 i in the balance of that east portion of Section 34? Where
i I
4 would you locate that well?
5 . .
A I would locate it in a -- on a standard
6 . . . . -
location in Section 35. That wculd be approximately 660 or
? _
760 from the north and 1980 from the west. That would more
8 . . . . .
or less coincide with the spacing that would be established
9 . . .
prior to a well drilled in 35.
« 10 . . .
g 3 o 5o if the prioration unit for the well
a s 130 .§ " ) . . ; :
> Egg to be drilled in Section 35 consists 3o0lely of Section 35,
- B 838 1
Sz ;ﬁ; then you would still have a standard location within that
w .
D o =
> gE 13
= 3 proration unit for your proposed sccond well.
» 14
A If drilling on less than 320 acres would
15
be considered standard.
16 . .
0 That is what I'm saying, approval of a
17
non-standard proration unit of less than 320 acres, the pro-
18
ration unit for which would consist of only Section 35.
19
A Yes, sir, but may I interject in the
20
guestioning here that it would certainly -- if we would be
21
nrenalized hecause of lack of acreage it would be very defi-
nitely to our disadvantage. We feel as though 320-acre
- spacing, as proposed at the present time, would be in direct
_— 24
continuity with the wells that we're geing to drill in Sec-
25
tion 26 and 27. We have in the area, we have ARCO that woulﬁ

o .
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be definitely involved on various spacing problems.
0. This pool is not =-- the Wolfcamp forma-
tion here is not a prorated gas pool at this point, is it?

A N~ ey r
a, NOo, 81X

. We're going under statewidce
and it would be up to us as the operator of the area to
recommend, and I would highly recormend 320-acre spacing
for the area.

0. But 1f it's less than 320 acres, there
is no acreage penalty proposed on any of the production in
the Wolfcamp, is there?

2, I don't know how the ruling will come
out. We certainly would not want to be penalized in any way
for drilling a less than 320-acre tract.

0 Let's assume that the proration unit is
solely Section 34 for the subject 9 Well.

N All right,

Q And so long &s there is no penalty on
your ability to produce that, you would have no objection
i ithe siandard the non-standard proracion unli was
limited to that coanfiguration.

A I was just informed that we are earning
none of the farmout in the east part of Section 33, and we
are attempting to -- it would penaliz¢ us because we could

not include enough acreage, and in the theory of our farmout

we're trying to carry this in good faith with our farm-in --

i
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with our farm-in agreements.

We feel as though 320 acres is a very
logical production development in the area. We have the
acreage. We know the configuration will be diffcrent than
normal because we have encountered the state line. We have
to go along there. Now, the ~- it was mentioned previously
that 320-acre configuration would go clear across the ~-
the state line area. We feel as though this would be unique
to just the Ross Draw Field for economic and prolific deve-

mont ~f +ha =
menT I TOC &

ea on 320 acres.

We don't feel as though we want to over
develop or under develop. We want to get our just pgroductiorn
on the 320-~acre spacing, as defined in the statewide rules.
We are not attempting to circumvent any type of -- of stand-
ard location whatsoever. We're attempting to keep in the --
in the theory and the are« of 320-acre leocations. We didn't
anticipate getting into any acreage or argumentative play
in here, other than just to develop on a prolific and econ-
UL maiunes .

0. May I conclude from your testimony, Mr.
Alcorn, that the principal reason Florida Exploration seeks
the proposed non-standard proration unit is to hold the
Estoril leased acreage in the east half of Section 32, de-

spite the fact that that acreage in your opinion is unecon-

omic?
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A Yes, sir, we are attempting to make a --
at the present time. Now, I cannot say whether it will be
economical or not, because of future drilling. I cannot
enter into testimony any hearsay that is the cilfield talk
that the H. L. Brown Well in Texas is an indicated well.

But at the present time it is just hearsay on my part because
it is by word of mouth, but it could be that that would open
it out to the west in that area, but at the present time,
with a March deadline, the information available is all that
I can recommend Lo my COmMpany.

MR. KELLAHIN: Thank you. W®No further

questions.

REDIRECT EXAMINATION

BY MR. HUNKER:

0 Mr. Alcorn, just one other guestion.

A Yes, sir.

Q Can you predict at this time whether or
acL this pool will or will nou Le proratsed at somc futurs
date?

A No, sir, I cannot predict other than we

would like to recommend it as such on a 32Q0-acre proration,
but I cannot predict the -- the outcome.
0. Let me explain. In prorated gas pools,

an allowable is fixed by the 0il Conservation Division.
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A Yes, sir.
Q. And you heard the testimony thils morning
A Yes, sir,
0 -- about the amount of production that
is allowed to those various pools.
A Yes, sir
Q At the present time this particular pool

not in a prorated gas pool, is that correct?

A Yes, sir, that is correct.

0. Can you presently predict whether it will
Or Wilil Dol De i a proratéd gas podi al Some 1uluie daie?

A No, sir. I cannot. I thought you meant
prorated units, excuse me.

0. Yes.

A I was going under the term cof prorated

unit as to prorated production. I cannot predict that what-
soever.

0. What pipeline serves the well down in
Texas, the Texaco well described as the Damsite Well?
Do you know?

A I am not familiar, no, sir, I am nct.
The only --

0 What pipeline company do you hope to

mzke a contract with with respect to your No. 7 and your

No. 8 Wells?

2
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A El1 Paso Natural Gas.
i
0. And is that the only piveline in the
area at this time?
A That's the only pipeline that would be

available to us at the present time. As I understand it,
it's over at the Texas Pacific Phantom Draw Well in the
township to the east.

MR. HUNKER: I have no further questions,

Mr. Examiner.

Mr. Alcorn?
MR. KELLAHIN: Yes, in response to Mr.

Hunker's question about E1 Pasc pipeline.

RECROSS EXAMINATION
BY MR. KELLAHIN:

0 Where is the El1l Paso pipeline at this
point?

A Al Ulis Doint, &3 I understand i, i
is a mile east of our Ross Draw Well No. 7. We're nego-
tiating and that's -- on the ground I have not been there.
That was from our engineering department's report at our
last meeting.

0. And you said that's the only available

pipeline in the area?
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MR KELLAHIN: No further guestions. i
|
MR. MUTTER: If there are no further
questions, the witness may be excused.
MR. HUNKER: No further witnesses and
no further comments. i
MR. NUTTER: Mr. Kellahin, will you call

your witness, please?

JCHN CASTLE
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EFAMINATION
BY MR, KELLAHIN:
G Would you please state your name and by

whom you are employed, in what capacity?

A. John Castle, self employed.

0 What's vour educational backaround, Mr.
Castle?

A Geologist.

0. Have you previously testified as a

geologist before the 0Oil Conservation Division of New MexicoZ

A, Yes, I have,

Q. And have those gqualifications been ac-
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cepted and made a matter of record?
A Yes,
0. You're currently working for yourself,
arc you?
A Yes.
Q. And what, if any, 0il and gas producers

have you worked for in the past?

A Worked for Dell High Taylor 0il Corpor-
ation in Midland for approximately four years. Prior to
that Phillips Petrcleun Company for about five years.

in the area which is the

b

You own acreade
subject matter of this application?
a Yes.

MR. KELLAHIN: We tender Mr. Castle as
an expert geologist.
MR. NUTTER:

Mr. Castle is qualified.

Q. Mr.

&

Castle, I show you what has been
marked and introduced as Applicant Exhibit Number One, and

ask you to locate for us, 1T you will, that acreage that
you own.
A That acreage is the east half of the

northwest guarter and Lot Number 4 of Section 33, Township

26 South, Range 30 East, Eddy County, New Mexico. Also, all
of Section 32 ir the same township,

0. Is that the extent of your acreage

It
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ownership in the immediate area?

A Approximately a mile and a half or two
miles to the west I own another -- another tract of acreage,
which is approximately 300 acres.

0. You're appearing in opposition to the
applicant's request for the creation of a non-standard pro-
ration unit, are you not, Mr, Castlc?

A Yes.

0. Would you describe for us tlie reasons
for your objection to that proposal?

A By using their proration unit covering
the west part of Section 34 and the east half of Section 33,
it would leave me with approximately 89 acres in the west
half of Section 33, which I ccuald do nothing with.

And adding to that, if they would keep
the proration units in the section, in Section 35, Section
34, and then in the 33, I would be happy to join Florida
Expioration in the drilling of the well in that secticn.

0. What section are vou taikinag about?

A Section 33, keeping the proration units
in the section.

Should they not want to drill a well in
Section 33, or anything west of the number 20 line you've

been talking about; I would be mest happy to take their

position and drill it myself.

[
|
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Q Tf a proration unit is composed consisti%@

2

entirely and solely of acreage in Section 33, how many acres

A That's approximately 260 acres.
0. And if a non-standard proration unit is
created consisting solely of the acreage in Section 34, how

many acres would that be?

A Approximately 260 acres.

0. What is the acreage included in Section
322

A, Well, that's --

Q. If the acreage in Section 32 is fcrmed

into a non-standard preoratior unit, how many acres?
2 That's approximately 260 acres.
0. And lastly, in Section 35, if that acreage

is dedicated to a non-standard gas proration unit, how many

acres?

A Approximately 260 acres, also. All of
thmmrn a1 E mmadbd mem awmm mvnesmmsrd v bmaTee DELA mmanmme P on LIeml vamm -
(PR AN S A A ane a2 L A S e e R L L uyf;uts.&ulu b\.—*l Lo N NE CAW L D < iL “id - “Lbu?

Q Are you aware of what the spacing is on
the Texas side of the state line?

A No, I'm not, but I can see, if it is
160 acres and we drill three wells along the New Mexico
side of the field instead of four, the State of New Mexico

would be getting cheated a little.

e

o
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1 0. Have you made a study of or examined 1
I |
i { 1
2 any of the data on any of the Wolfcamp wells in this parti- |
I
3! cular area? ? |
i i |
4 A I've seen the exhibits of Mr. Alcorn ! j
5 and other information, some of the information that Penroc
6 had, and I've also seen a log on the H. L. Brown Well,
7 covering the Wolfcamp section.
8 0. Are you familiar with the Texaco Well
9 down in Section 9 in Texas?
= 10 A I've seen the log on that.
o B
a =283 h 0. And how about the Florida No. 7 Well in
x ¥a
& 3532
-~ a §§§ 12 Section 267?
2 2af
- g“ 13 A Yes, I've seen that log.
«
] . . .
14 0. And the Florida No. 8 Well in Section
15 272
16 A I've also seen that one, right.
4 0. Based upon your study of this particular
18 area and your knowledge and informalion as a geologist, Mr. i
12 Castle, do you have an opinion as to whether or not it would
2 be most effective and efficient to develop the -- each of
21 the proposed non-standard proration units, being Sections
32, 33, 34, and 35?2
A, Would you ask that again, please? |
~— 24 . . .=
o Yes, sir. Based upon your knowliedge
p.3 . . .
as a petroleum geologist and your study of this particular




a:'
O

g
(e

<]
z
5
-l
[

/2]

Rt. ! Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 455-749

10

1"

13

14

15

16

21

24

Page __ 59

dc you have an opinion as to whether or not the Wolf-
1g the New Mexico side of the Texas border
can be developed on less than 320-acre spacing?

A Well, the information we have, T think
it should be developed on l60-acre units. We really don't
have enough information right now since none of the Wolfcamp
wells on the New Mexico side in this immediate area has pro-
duced vyet.

MR. KELLAHIN: I believe I have no more

MR, NUTTER: Any furthe:r guestions?
MR. HUNKER: Yes, I have a question or
two.

MR, NUTTER: Mr. Hunker.

CROSS EXAMINATION

BY MR. YUNKEK:

0. Mr, Castle, do you have interests 1in
anv Wolfcamp wells in the State of New Mexico?

A I can't think of any now.

Q Do you have any in the area of north
Texas that adjoins the Ross Draw area?

A No.

0 Do you disagree with the New Mexicc

statewide rule to the effect that Wolfcamp should be spaced
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‘; on a 320-acre basis? i
!
2 | A I misunderstood the rule T thought it }
3 § was 160 acres for Wolfcamp and ahove; 320 acres for below
4 l the Wolfcamp for a gas well,
5 0 I am advised that the rule has changed.

-1}

You are originally correct, but the rule was changed in

7 1975.
8 A. Yeah, I wasn't familiar that it was
9 changed.
& = 10 0. Do you disagree with the change?
: &
[ £
e o¥ 1 . . . o '
E 2 Ew A Yes, in certain instances where we don't
o :33
- @38 12 . .
. —Z2% have encugh information.
Tt
> =g 13 . .
- 5 0. Is there pending before the Railroad
-4
” “ . . :
Commission of Texas at the present time a case or cases in-
® volving the well spacing to be provided in this particular ]
16
area of Texas?
17

A I don't know.

~ T
v s 4

exploratory unit in New Mexico, Mr. Castle?

A In what way do you mean?

0. Have you ever had a working interest in
such a unit?

A, Yes.

provisions of those unit agreements?

: l
-_/" 26 . . .
0. Are you familiar with the terms and l
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A No.

Q Are you familiar with the operating 5
agreements that are entered into by the working interest
owners with regard to the drilling of the exploratory tests?i

A I don't remember it. I probably was
at the time 1 got into the unit.

¢ Should you want to participate or be
allowed to participate at some future date with your acreage
in Section 3 s0 as to involve a spacing unit consisting of
Section 33, do vyou realize that a considerable amount of
paper work and renegotiation would have to take place in
order to permit you to participate with the interest owners
of the unit?

A Every well I've participated in on
Federal acreage recently I consider it takes in a lot of

paper wcrk.

0. It involves a considerable amount of
negotiation and --

A Yes,it does.

o -~ and governmental approval?

A Yes, sir,

MR, HUNKER: I have no further guestions/
MR. NUTTER: Are there any other

questions of Mr. Castle? He may be excused.

Does anyone else have anything they wish|
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' to offer in Case Number 67922 |
]
N
2 ; Call for summations, please. Mr. Hunker,
i :
3 i you're entitled to go last.
i
"
4 MR, KPTTLLAHIN: Mr Nutter, it's cur
s opinion that the application ought to be denied.
-4
v The 0il Conservation has traditionally
7 denied requests to form proration units across section lines|
8 The Rule 104-D specifically provides that the proration unit
° involved shall be included within one governmental section. |
o« 10 ; |
7 I The applicant has failed to demonstrate
O £a»
o ®s® 1" . .
> 2%g any compelling reasons for departure from that tradition
O <=2
o s33 12 . .
3 Ty and accordingly, the request by the applicant ought to be
A
> =A 13
2 3 denied.
@ 14
The continuation of a non-standard pro-
15 . . . i
ration unit in the manner proposed by Florida leads to a
16 . . . . .
proliferation of non-standard proration units across section
17 . . . . .
lines throughout the entire township on the New Mexico side
18 .
cf the Wolfcamp production on the Texas/Mew Mexico border.,
19
Wa heliewve the apnlicant has failed o domeonstrate suffi-
20 - *
cient data either through engineering calculations or fur-
21
ther testimony to demonstrate that one well can effectively
and efficiently drain 220 acres in this particular area,
and that without that information, that the rule ought to
24
be adhered to precluding formation of proration units across
25
sectior lines, and to do so in this case jeopardizes Mr.
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é Castle's correclative rights and compels upon him an unnec-
i
2
© | essary burden to thereby go ahead and form further non-standagd
E‘
3 © proration units across section lines.
I
4 Therelv.w, we request that the applica-
5 . .
tion be denied.
° MR, NUTTER: Thank you. Mr. Hunker?
7 MR. HUNKER: We have a situation here
8 that calls for careful attention by the 0il Conservation
8 Division, in that we have an approved Federal Unit, and at
« 10 , e X
®w 3 the bottom of this Federal uUnit along the stite line there
O £
a =g 1 . . =
e gg& are two tracts that contain approximately 320 acres of lana.
QO <=3
- B XE3 12 . . . . .
3 TEy The unit itself is quite complicated.
&& 8
%5 §E= 3 . : : : :
# L The unit operating agreement is quite complicated. The
m 14 - ~ » - - - -
rules and regulations of the Qil Conservation Division speci-s
15
fy that Wolfcamp production may be developed on 320-acxre
1% . . .
spacing pattern, and we have shown the logic to crossing the
1?7
section line betwreen Section 33 and 34, and we feel that it
18 . - . [y . - - - ;
is perfectly logical to select a location which we think
18 . ~ )
will be produciive ol gas rrom the Woifcamp formation at the
20
location that we have selected, and to dedicate to that
21
Wolfcamp well the amount of acreage which the Conservation
Division has indicated should be dedicated.
g We can't predict whether another pipe-
- 24
line will come into this particular area or not. I can
%
envision the fact that one might if the production is found
{




o
@ =
O =tga
o %8s
* Za
5 %%
@RS
. —-Z:
- TR
> s &
> s
3 4
<
n

10

LR

12

13

14

15

16

17

18

19

8 ® B B

Page 64

to be rather prolific, in which case the pipelines will

11 A A kSrna
il LT A Line

m

be competing for the gas and there might very w
when the pool would be prorated and production would be
allocated.

And the compelling reason far the approva
of this unit is to allow this particular operator to have
his fair share of the gas that is under this - underlies
this particular 1land.

Mr. Kellahin would have you think that
it's -- it's impossible to have these unorthodox spacing
units along -- alcng the state line, but this is nct -- not
the case at all. 1It's entirely conceivable to me that Mr.
Castle can take his acreage in the west part of Section 33
and combine it with acreage in Section 32 and do precisely
what we have done, or seek to do, and establish a well
spacing unit for that tract.

Sooner or later the Wolfcamp production
is going to poop out and not be there and when that happens
we won't hava the nrohlem of coming +n the commission for
non-standard gas well units. Until that happens, I think
that the Commission needs to estahlish a precedent at this
point -- particular point in time for 320-acres recognized
as a correct and adequate Wolfcamp spacing unit and approve
the application of this particular applicant.

We don't feel that Florida should be
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penalized because of Mr. Castle's acreage position. Mr.

|
e Castle, 1it's noted from the map, that the lease that he ob-
3 ' tained was issued on March the 1lst, 1979, which indicates to
4 | me that he has come into the picture long after Fleorida gas
5 came in and -- and then in our judgment, we don't think
s Florida should be penalized because of -- of the acreage
Y position that he has taken,
8 I conclude my remarks with that, and
9 reguest that an order be entered approving Florida's ap-
(4 . . : .
B3 10 plication for a non-standard gas unii.
G E£e
gigz " MR. NUTTER: Thank you.
O ==7
@ I3 \
- 3 f§§ 12 Does anyone else have anything they
2 o &
~ Bt 13 . .
| wish to offer in Case 67922
<
«» 14 .
. We'll take the case under advisement.
15
1 (Hearing concluded.)
17
18 :
19 f
20 }
21 i
- 24
1
25

“~
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AR D \ TP osurt Cane turder

Lo ol Jiorida

. 3 - R LY 1 USSR - ol s
i Pxploration Company o s oo a1 proradioen o unit,
5 .
Eddy County, llew lexioo.
€
IOADIE MM 00 P Ty Hunlier, lunher,

Fedric, P. A.. Raoawell, llewr “oico,
have tve witnoogses ond TG like for

them both to he aworn at +this rire,

A Wl L ol e s

o 10 - e e e ;
s s crresenting Tioride Txplioration Com-
o E% |
- 3 11
[~ R
5 2§§ pany.
= —
- M 223 12
¥ o5 MR OMUTTER:  I'11 call for other ap-
&L 5
>~ =i 13 .
] . .
3 3 pearances ir this casc. 1
< ;

"

AR

YO, OWDLLAIIY:  T'm Tom Hellahin of Santa

15
FPe, New Mexico, appearing on behalf of Tohn B, Castle, and

16 )
I have one witness.

MR, WUTTER: 17111 all the witnesses

-b
-1

stand and be sworn, please.
19

20
(Yitnesgas sworn.)

21

~
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TIPRC™D TV AMITASTON
BY MR. HEUNFER:

0. Mr. Focers, for tho veenrd, will you
identify yourself bv civine veour narms, =7dvess, and present
occupation?

A Mr nare is Jares Y. Recers. My business
address ig Florida Exnloration Ceormany, Suite 909, Vauchn
Bullding, ™idland, Texas, 79701.

I am the Division T.and Manacer for
Florida Exploration Cornanv, resnonsible for, among other
arecas, southeastern lew Mexico.

Q. In administerina the responsibilities

that you have in this company, exmlain briefly to the Examiner

what you do with regard to land matters and the drililing of
+eoat wella.

A Pagsically, my area of responeibility is
the acquiring, maintaining, explorin~, and exnloiting of

properties in search of o0il and gas hydrocarbons.

n In that process dec vou prepare RAFE's in
connection with the -- or supervise the nresaration of 2ATE's

in the drilling of test wells?
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that has been fila? b Tlo-{dr {n ~ren-cfiae ofsh thin
matter?

L3 Vea, eiv, T =,

0 that deons the annlicant seek in con-
nection with ¢his case?

R, The ammlicant seekles a 204.25-acre
proration unit for the Axi1linc of o 12,259 feet Wolfecamp
teszt well with the optien to Arill the well a3t ocur ontion,
the avplicant's option, te the Morrow formation at an esti-

mated depth of 14,500 feet,

T™e landsg invelved 2re on the Mew Mexico-

0 ¥ill vou describe for the Examiner the
lands that ycu propose tc include in the non-standard gas

well spacing uanit?

211 ~F thaeasn Isnde 2va

the following parts of the secticns: fegoti-n 23, Lots 1,

north half of the northeast cuar’r o7 =2id Section 33.
In Section 4 %7 Trnnde we would propese

to include therein are Lot 2, which contains 24.98 acres;
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Tt 3, 24,87 aeveg: Tt 0 ST o Y Y e ety ek
northoact onovter and oo ERRSPATELE vieer b 23
containine D00 sov o e e T

n A e T YS Y BERRES vovens el s
exhibit depictine Ehis vartic: ar ar=oive o2

» LR , - T | TR

N Te it Trhibis Tumb oo Mo, wvhich vou
have before yon?

A e, sir, *hat i3 ~corvect,

4 An? ernlain to the Tuamdinar, 1€ veou will,

what that depiction shrms,

Ve

be

A VYee, air. This is hasicallvy 2 land plat.
The yellow ccloring denctes acreace unon which Florida Ex-
ploration owne or hes the rich%: to enrn the full working
interest.

The red devicts lands on which Florida
Exploration owns a partial working interest.

?lgo, the plat Aeni~sts the outline of
the Roga Draw Federal Tmit+ . whicrh ia antlined in red thereon.
It also shows the location of preducincg wells that have been
cclor coded tc denote production from three zones, namely,

the Delaware Sand in rrn.e: *the Bone Sporings formation in

brown; and the Wolfcarn formatiorn in the orance color.

[

2lsc depicted in green are two 320-acre

spacing patterns that have been formed for the drilling of
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the Mo, 7 Well in the -l el mpssd oy cocdhnaat convter of
Crnction 20 Arn a Y acv i CLcisrmabdi A 2T a0 Va0 Ty,
located tn the verthy - mt rvssvbne Cased e 27 n & P90 acre
Jdesiagnation comprisir~ the rereh hoove

T AMIMEeED . Jiae Rhsd e lY been Adrilled

A T in orecently cornledtine, sir,
MR ONDTTRER: Apd vhet farpoticon is it
in, the Wolfcarp?
g T wiYY he comnleoted in the Volfearo
formation, yes, sir.
MM NUTTEPR:  And how akbout this one
over here in Sectieon 26?2 T w»nresume {:- has been completed.
A ves, sir, 1% vas Arilled to the Morrow,
plugaed back to the Wr " zamn formation, and completed as a

Wolfcamp produ. :xr shut in waitine on a2 niveline.

n The well in Sectlion 26 iz referred to
as the Ross Draw No. 7, 1s that correct?

b Yes, air, that's correat.
Q 2nd the well in the nerth half of Sec-
tion 27, how do veu refear teo it?
2 I+ is the Mo. € Ross Draw Federal.
The plat alsc devicts the requested
proration unit -- non-standard proration unit that we wourld

propese for the drilling of a test well at a location 7€0
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£rom #he nerth Tine acs 10T e it e Tt cpprioe 24
meunshiy 20 Courh, Dol T e

- v LR AATEROI e VRO P
tion, Mr. Necora?

i Ty, e (Ll el geldoct o G6R-Foact loca-

tion becaure there is @ nrosent shellew srofucing well pro-
duirg out of the shallow Delawaye ab =7 759 lpeation, and
we would proposce te qo 10N Fent songhy of shat well to Arilil
our Wolfcamp +test well with the onticn o drill it on to the
dorrow.

YT, OMUTTIN: Ts o that challow well the

No. 2?

RO MNTTTER: nnl wvhat will vour vroposed
well he called?
A Mir proposed well would be called the

YNo. 9 Ross Draw Federal.,

M, NUTTER . Thank vou.
0 My RBaoeare . whoe A14 uniy melact +hia
B . ’ - - - -7 - N

particular non~standard gas well nuni+?

A 2s previously stated, sir, we are
dealing with a Federal uni+, the Poss Draw FPederal Unit, and
as Cdepicted on the nlat, vou can see thet along the south

line of the Pecss Draw Federal Tnii we have what we keliove

to be two locations comprising 324 plus or minus acres that
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will equally Jdivide the south nart of the unit into two pro-

rYAation patterne
rg hackgreound, Florida Exploration Con-
pany is earning its interest in the lands depicted on the

plat under a farmout agreement with J. C. Williamsor. and

others. The agreement provides for, among cther things,

earning the acreage dedicated to a proration unit on a produce)

to earn basis and is limited to the depth that we drill the
well plus 200 feet. For that reason we believe that we are
justified in asking for two non-standard proration units to
utilize the land that is available to us to earn by farmout
and the drilling of the wells and will be in the interest of
conservation and will grant us the opportunity to use the
land available to us without drilling excessive wells to
earn that land.

0. I notice that the tract in Section 34
upon which your proposed location is made that that is a Rerr
cCee tract. Have you made arrangements with Ferr McGee to
drill this particular acreaaqe?

A Yes, sir, that is correct. 1Je have an
arrangement with Kerr McGee out of Oklahoma City tc drill the
test well thereon and earn that interest.

Q Under your trade with wWilliameon, et al,
and with Kerr McGee, what are the time limitationes that you

had imposed upon you?
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Is tie location that you have made a

L)

standard location?

8 Yes, s8ir, I believe it is a standard
location, being 760 from the north and 1980 from the west line
of Section 34, Township 26 South, Range 3G East.

Q and to review, what you're seeking then
is a non-standard gas well spacing unit, is that correct,
or vnroration unit?

A Yes, sir, that’s correct.

0 Mr. Rogers, turning to your other re-
sponsibilities, I would like to refer you to two other ex-
hibits that you have prepared and ask you if you prepared an
AFE and a suppliemental AFE for the drilling of the No. 7 Ross
Draw Unit Well?

A Yes, sir, we &id prepare an AFE and a

supplemental AFE for the drilling of the Mo. 7 Ross Dr

Viel1l.

G Are ~-- is8 that referred to as Exhibit
Wumber Two?

A Yes, sir.

G In connection with the AFE on the No. 7

Well, yvour Exhibit Number Two, what does this show your es-

timated cost for the drilling of that test well to have been?

i
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A Our first AFE was for the drilling of a
TA BN Framée Masemis bnméd c0A11 Vanabka:d TOONA Famm blha moarvideb mesd
A 2ed - - e L ANIE. da VY [ S i A S N E AN S VA=A Ve - A A WARLL Cad AN, wPNJ NA b d CAA BNWA

east line of Section 26, Township 26 South, Range 30 Cast.
It called for an expenditure of $1,1231,650 to drill such a
well and complete it as a producer.

0. And what happened?

A We overspent that amount and we supple-
mented that AFE in the amount of $806,000 additional to ac-

complish what we wanted to accomplish.

0 What was the total AFL for that well?

A The total A¥E was $1,937,650.

Q. And what was the total cost of the well?
A To date we have spent $1,996,793.

Q And that well was plugged back and cnm-

pleted in the Wolfcamp formation, is that correct?

A
0
you prepare an

A

anG supplement

Yes, sir, that is correct.

In connection with your No. 8 Well, did
AFE ¢on that well and a supplemental AFE?
sir,

Yes. we did prepare such an AFE

and that is Exhibit Three.

Q. Wihat was your estimated expendicture for
the No. 8 Well originaliy?
) The No. 8 Well was originally scheduled

to a depth of 9200 feet tc test a Lower Delaware-Bone Springs

series, and after reaching the total depth of 9200 feet and

s
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running electric logs it was our decision at that »noint in

o

Fime o on ahead and elect +no AdArill «h

l time to go ahead and elect & hat well dee
3 | Wolfcamp formation at an estimated denth of 12,300 fect.
4 So with that in mind, our oriaqinal AFE
5 | for the 9200-foot test well was $653,500 for a completed

6 | well in the Lower Delaware-3one Springs ceries. That AFE

7 | was supplemented in the amount of $255,700 to drili the well

8 on to a depth of 12,300 feet to test the Wolfcamp formation.

8 And those two added together amount to
& = W |l 51,019,200.
© &z
S 2iy Q And what was the cost, actual cost, to
O =2
g
® é%g 12 date for that well?
2 i
> g& 13 .
2 E A To date, sir, we have spent $1,133,387
w
b and the eguiping costs of the well are not included in that
1 amount, and those equiping costs for a gas well are estimated
6 | to be $45,000.
7 0 For the record, what is the present
18 . .
status of that particular -eil? 1
- A The No. 8 Ross Draw Federal is presently |
o
20 :
completing as an indicated Wolfcamp gas producer and is pre-=
21 _ . _ ~ . N
sently testing for the purpose ot a rour-point test for )
calculated absolute open flow.
23
Q What does that test reveal at this time?
— 24
A I believe at the last report I had on
25

it the well was making on an 1l1/64ths choke on a orne hour
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! E flow test it flowed 6,612,000, plus 9.65 barrels of condensate]
|
2 f and the flow tubing pressurc of 7112 pounds.
3 % 0 At the present time, Mr. Rogers, Florida
4 | Exploration Company is seeling thr approval only of the
i
5 | westernmost unit shown on your IDxaibit One, is that correct?
6 A Yes, sir, that is correct, sir.
7 0 Do you have anything else to add to your
3 testinony at this time?
9 A The only other thing is, I would like
; = 10 to add, we are onlv seeking the west unit now, hut I think
O L@
o ;%E H it's quite obvious tha: if the well is successful, this will
o 521
—~ @ X:3 . \ .
N --1%§ 12 give us another proration unit 1f allowed to stand as we have
ek
sSa
é & 3 requested, comprising the eastern part of our Ross Draw
7] .
b Federal Unit, and would utilize all the land that is available
15
to Florida Exploration for the spaclng of the wells.
16
MR. HUNKER: At this time, Mr. Exanminer,
17 \ , .
we'd like to offer in evidence Exhibits Numbers One, Two, and
18 . )
Three, and we'd like o pass the witness at this time.
" MR . MIITTFR: Flarida Ryhihit+s One thranah
20 [] »
Three will be admitted in evidence.
21
Are there questions of the witness? g
2
MP. XKELLAHIYM: Yes Mr, Nutter.
23
- 24
b3
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CROSE EXAMIDATION

BY MR. KELIAHII:

>

Mr., Roc¢ers, as I understand your testi-
rieny, the propesed non-standard proration unit that vou've |
outlined that crosses the section line and includes portions
of Secticn 33 and 34 would consist of 324.25 acres?

A Yes, sir, that is cnrrect.

Q And what would ke the acreage then with-
in the unit to be dedicated to the next well? I mean that
acreage in Section 35 and the balance of that acreage in 24?

A All right, sir. We would propose the
next unit to be all of the partial Section 35 and the north-

east northeast quarter and Lot 1 of Section 34,

0 And how many acres would that constitute?
A That amounts to about 324.58 acres.
0 I don't have the lot numbers on my plat

here, Mr. Rogers. Am I correct in assuming that the second
proration unit would include all the acreace in what is out-
lined in Section 357

A Yes, sir, that --

Q And then that lot over there that has
a designation of ARCO?

he Yes, s8ir, that is correct. ARCO is

0 . The spacing on the Wolfcamp wells is
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160 acres, is it not, Mr, Roqers?

2 Tu my ruowledge the spacing on the Wolf-
canp wells are not 160 acres, and we would not propose to
vant them on 160 acres, for economic raamsrans,

0 The No. 7 Well in the south half of 26
is a Wolfcamp producer,

R Yes, sir, that is correct.

e And the south half of that section is
designated to that well?

A Yes, ¢

[N

r, that is correct

T Ythat ool are you in, Mr. Rogers?
Is the Wolfcamp designated by pool or are you under statewide
spacing for the Welfcamp in this area?

R To my knowledge we are not under any
pool rules, field rules.

Q So it's your understanding, Mr. Rogers,

that if the proposed well in this ncn~standard proration

unit results in enlv a Wolfcamp producer i+t will be your in-

tent to dedicate the entire non-standard proration unit ko
that particular well?

A Yes, sir, that is ccrrect.

o Hew many acres would be included in a

proration unit that consisted just of the Section 342

A Well, I don't have those numbers added

up, but we could add it them up here. It would consist of




SALLY W. BOYD, C.5.R.

Rt. | Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 455-7409

10

iR ]

12

13

14

15

16

17

18

19

21

24

o I+ wculd approxinately be 260 acres, I
e 1t, is *hot richo?

A T orhink that's -- that's aheut riaght,

T
&)
.

The:re are ab>out 260 acres, yes, sir

{0 And if fection 35 is designated as a
non-standard jroraticn unit, that alse would consist cf
about 260 acres, wouldn't i:?

. That's approximately the number that
would be, I believe,

n, »d if we lock over to the section 33,
half of which is within your Ross Draw Unit and the cther
half is outside, if that entire section is designated a non-
standard preoration unit, that unit would also consist of about

260 acres, would it not?

A That's corract.
Q Ckay. Now neither the Wolfcamp nor the

Horrcw fermations in this particular area are prorated in

Aany way are they?
n, To my knowledoge they are not prorated. |
Q. So that a non-standard proraticn unit

with less than 320 acres would not be penalized, would 1it?

L. That I do not know and would not want

]
.

G say whether it would or not because of my not having

ot

¥newledge of that.
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Q Yea've indicuted that you are going to
drill the proposed well e a depth sufficient to test the
Norrow formatlon.

Ll
o

19

~ v rtrv i wes Awen 23w 1] e e~ 11 de o -~
~ . s aaany N h e e b [OP RS S L L U oa

deptih sufficient to test the VWolfcamp formation at an esti-

mated depth of 12,250 feet, with the option to drill that

19N

well on to the Morrow formation at

P

an agtima+trnl An
an caNA TSl Qg

t

14,500 feet, but that would be at our option and based upon
geologic and other c<onsiderations reached at the Wolfcamp
level in the well,

Q Tell me again, !Mr. Rogers, what consider-
ations you concern yourself with in determining whether to
go on to the Wolfecamp formation -- I'm surry, the Morrow
formation.

A Cf course geoclogy has an irmportant part
in it. The economics cf the deal play an important part,
ancd there's alsc an engineering aspect, as you drill these
wells, and what you may <encounter in Wolfcamp that would
PLolluit yuu frum eleciing to Adrilill the well on to the Mor-
row formation.

o You've talked about some of the economic
consicderations in your testimony, Mr. Rogers.

A Yes, sir.

0 Your econoiric information, as I under-

stand ix, from Wells 8 and 7, were not very favorable for
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crilliing to Lthe Merrow formaticon, were they?

A Thie eccnanic considerations?
{ Tus, sav,
A L de o not underciand your gquestion,

yr
N

. HUNKIR: !Mr. Exariner, this recuires
ilic to speculate on whether or not it's favorable or not.

~ vahalbh oo
WIS LT A

T don't know whether he'zs qua

it's favoreble or ncot.

tie might ask a question, is it economic,

R XELLAIIIN

I think the question is
proper. Mr. Regers has testified at some length as to what
the considerations he believes are necessary for determining
whether the subject well is drilled to the lower depth.

e of those factors was an econonic consideration and I
want to test the extent of that knowledge and perhaps I can

ask the question in a different way.

0 Ve've seen your economics on the Well
HWo. O

Y Uh~-huih.

0 Ind that was dry in the lorrow. We've

seen your economics in the Well No. 7, and you've drilled
that to the liorrow and it was also nonproductive in the
Morrow, that's not true, is it?

A That is true, yes. The lic. 7 was non-
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nroductive in the Morrew Tormation, that is corrcect.
T™he He. 3 Wwell was unly drilled to the
Volfcamp formation.

Al Ol Ay M T T ran Soem 3wy
x  Nreww ‘J - A e e e A \h‘)\.“‘

you're going to use to determine whether you're coing to
complete this well at the Wolfcamp level or continue on to

+hn Marvrow Aon+eh
rho Moyrow Jents

- .

in €his weoll,

LIS e ad EN

=

¥ell, I'1l just 3tate again what I've
already ctated to you. It's going to be based upen geologic

nearing

-

consicCerations. It’'s coing to be based upon an enyg
consideraticn as to what we may have in the way of high
pressure in the Wolfcamp, and there will be some econonic
consideration as to whether we shiould elect to continue the
well -- continue the drilling of the well on to the Morrow
formation.

0. If the entire Section 34 is dedicated
as a non-standard proration unit, which is not what you're
seeking, but that's what I'm proposing to you, if that is
wihiat i3 proposed, Mr gRouyels, you don’'t have any GLILLZLculty
with ARCO joining that unit, would you?

B, I have not contacted ARCC with regard
to such a matter and therefore I could not spezak to the
issue. If that were the case, we would atterpt toc work out
an arrangenent with ARCO wheraby we could do that.

What's the unitized formation for the

=)

e o
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ROGs Draw rederal duli?
8 7o ny XKnowledge the Ross Draw lederal
Ynit is unitizeda as to all formations.

PO L e e PP PR T | ] . . L
193 And ARCO'S acreage wiiliin tie wili 18

Gedicated to the unit.

A Yes, sir, that is correct.
Q and wiio's the opzsrator of the unit?
A The operator of the unit of record is

J. C. Williamson. The nperator under a designation of
operator for the No. 7 and the Nc¢. 8 Wells is Florida Ex-
ploration Company.

¢ 2And you have that same sort »f arrange-
ment for the next well, the subject well?

A We do not have it in hand at this time
but we will obtain the proper governmental authority, a de-
signation of operator, for that well.

Q All right. The east half of Section 33
is a Federal lease, is it not?

e Yes, sir, Tidat 13 COrrect.

Q And that is the same Federal lease that
encompasses Sectlon 22 up here above Section 277

A Yes, sir, I believe that's correct.

0 Is there production on that Federal
lease that holds that lease at this point?

A To my knowledge, sir, there is no actual
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production. The leasce is Leding held by the Federal Unit,
wilah 13 past its primary tern and keing lield by continuous
development as provided in %tihic unit agreement, which further
provides ftor the drilling of acditional wells with a cessatio
of nc more taan ninety days Leotwecen wells, to hold the pre~
sent Tederal Unit in force and effect.

o The acreage in Section 34 to be dedi-
cated to the proposed nen-standard proration unit is a dif-
ferent Federal lease, isn't it?

A It is a different Federal lease from the
lease tnat you previousiy described, yes.

Q Ckay, how is that lease being held?

A That lease is also being held by the
Federal Unit and by actual production if the MNo. 2 Well is
producing, and to my knowledge, of wiich I have no knowledge,

of the No. 2 production because we're nct involved with it.

) The Delaware Well in --- this No. 2 Well
in Saction 34 -~

iR Yes, ”

2 -— to the best of your knowledge that

currentiy nolds that Federal lease?

A Tiie lease is either being held by the
unit or it is being held by production from the No. 2 Well,
of whichh I have no knowledge.

Q If the No. 2 Well, the Delaware Well,

b
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, - ~ 3 : A * - . - ~
13 not holding the lease Ly production, and we fall back :
2 upon the unit provisicns, and we are in the same vroblem
3 with that l'ederal lessc as vyou have with tihc Federal lease
4 in the cast half of lootion 3.
5 : . -
e I Co not follow your line of questioning
6 .
as to the problem, sir.
7 fa} Y. . . 2t N . N * -
o Tie fact that you have to continuously
8 drill in order not tc losc the Federal lease. I
9 . ;
A Right. As you are aware, Federal units I
o e ]
“w 3 doc have a provision that upcn break-up of the unit, you have i
[&] o
g =8d n L
> ggg two additional years ko -—~ to develop.
@ 2:8 12 .
3 =%y 0. Isn't the principal reason, Mr. Rogers,
X, 9
> =& 13
- . -~ .
3 3 for creating this non-stancard proration unit the desire to
7
14
hold two Federal leases with the drilling of one well?
15
A Yo, sir, I do not believe that that is
18
the purpose. I believe that the two Federal leases, by
17
virtue of the fagt of them being in the Ross Draw Federal
9 :
Unit, can be drilled and operated as one basic unit of ’
1 E
9 | o , I3
property, and that holding of the two leases is immaterial. ‘
20
0 Do I understand you to say that you don't
>4
need the proposed well in order to hold any leases within
22
the unit?
23
A If you understand that, sir, you under-
24
stand something that I don't mean to infer. We are drilling
2
and earning our way, as I previcusly stated, in thisg deal.
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¢ Ja:t e ask ycu again, lir. Rogers, do you

n g

needthls proyosed well to iold either of these Federal leasesy

i Yes, we need it to hold the unit to-

o) “kay. Wwould a unit well at any other

location hold these Federal leases?

ves, sir, it would.

0 You woulcd drill the proposad well at
its proposed location regarcdless of the configuration of
a non-standard proration unit, would you not?

A The proposed well is in what we consider
to be a good location from a geclogic standpoint. Your
question appears to me to be rather broad as to what pro-
ration unit you may be alluding to.

. 211 right, let me be specific, Mr. ,
Pogers. If the south half -- if Section 34 is the non-stand-
ard preration unit, the location for the proposed well would
remain the same, woulc 1t not?

A Yes, I beliesve the location would hold
up from a geologic standpoint.

o) Ané that woulld sti*l be a standard loca-
tion.

A Yes, sir, ii would be a standard loca-

tion.

B T T T T P T U U v T T T

f
K
3
4
A
k
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Q Now is that a stawdard location under
the proposcd non-standard proration unit as you've outlined
o your Dxhibilt Number One?
i€ location of Uie well would
be, yes, sir.

lihat's the distance from the proposed

L

well to the cast boundary of the proration unit? Do you
know what that distance is?

A Ne, sir, I have not calculated it. Just
from eyeball, it would appear to be approximately the same
distance as it is from ti.e west line of the section.

Q If your proposed non-standard proration
unit is approved, Mr. Rogers, and if a Morrow well is to be
drilled in the west half of Section 33, how would you form
a proration unit f£nr a well drilled in the west half of
Section 33?7

A Sir, I cannot answer that question be-
cause I only have a rignt to earn a 40-acre interest in
Secuion 53, Leiny Wie nudtuwest yuariter ol tie portiwest
quarter, and I believe the record owner of the balance of
the west half of Section 33 is Mr. John Castle, and I have
no arrangement with Mr. Castie and therefore I could not
speak to that issue.

0. Well, as an experienced landman, Mr.

Rogers, approval of your proposed non—-standard proration
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-

'111 lead te further nen-cstancard proration units that

will have, av of neccessity, to cross section lines.

Cir?
n Lo you want ve o angwer that?
C. Yes, sir, it was a gquestion.
e I interpreted thnat as a statement, sir.

Did you ask it in the forrm of a question?

I7 this proposed non-standard proration

uni
et & A

t ie
are going to be thereby cieated, each of which crosses
section lines?

he Sir, I would believe my experience would
tell me that this would be largely based upon geologic and
engineering considerations and not land considerations.
Q Well, it's at least going to lead to the

creation of anothernon-standard proration unit that crosses

Q)

section lines in Section 3% and 34, You'we already told me

you're going to co that one.

B, Yes, sir, that is correct.

0 211 right,

I That would be our plans, yes, sir.

Q. And how would you propose as an exper-

ienced landman, to create a 320-acre Morrcw proration unit

for the bkalance of the acreage in Section 33?

e
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(&5 RT3 & - a3 V- . -, ] 143 s
ML MUTTIER: I othinli, Mr. Zellahin, he's

Already answvoered that. le said he only had 40 acres in that
~rea and it would Jepend on how much Castle would.
0 TT My, Castle would dedicate Cection 32

to a non-standaxd proration unit for a MMorrow test, there
would not be acreace for which the west half -- I'm sorry,

thie east half? of Section 33 could be dedicatea for a Morrow

test, is that not true?

A I'm not with yvou. Would vou say that
~ e~ e -t
u\ju.&.;x, Lo QDL 5

I

]

Ye

[#]

, Sir. Mr. Castle creates
standard proration unit for a Morrow tzst in Section
and that acreage is dedicated to that proration unit --
MR, MNUTTER: And only that acreace.

0. 2nd only that acreage, then we have the
west half of Section 33, of which you have a 40-acre tract,

how can that acreage La dedicated to a Morrow proration

-+

unit?

A Now you're talking very nypotnetical
here, and I can only answer hypothetically. We would just
have to look at the ~-- all the factors involved and deter-
mine what would be aporopriate proration unit based upon
geology, reservolr engineering, and the land consideration.
The guestion as you asked it would infer that you could not

do anything with that west half of 33, but I don't believe
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that would be actually what wounld happen.
N 421 sighit. Tell me, in your opinion,
.

what you helicve would actually happen.

. &8 0 have previously stated, I think
you're going to have to lool at some other considerations,
and you're going tc have to determine what your best loca-

tion would be over tnere, and so forth, and I do not wish

to testiiy as to geology because I'm not trained to testify

to that.
MR, KLLLANIN: I have nothing further.
Thgnk you.
PEDIRDCT DXAMILATION
DY MR, [IUDUTERE:
o Mr., Rogers; maybe we can help Mr. Tom

In connection with the well that you're
~oing o drrild in Section 24, if your non-standard gas well
g unit io gpproved, you would earn {rum Estoril and

Williamson, et al, the rights down to the depth that you

drilled, plus 200 feet, is that correct?

A That is correct, sir.
0 Vould this include the Morrow formation?
. If we drilled the Morrow, it would.

If we did not drill the Morrow, it would not.

. et A e - e e it A I - Y (AN (P
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n In otihcy words, if you stopped at the
Violfcamp you would not have carned the !orrow formation, is
that correct?

& N e ~
. L5, O

3

Toom 3 L B
that aere S a

[EN

v L
Loy E S O e

pom

provision in our arrangement with the Williamson group,
though, that we have, if we earn shallow, that we have a
designated time that we can drill deeper and ecarn those

rightg at a later datc. Ue will only earn rights ultimately

to 200 feet below the depth that we drill.

Fay TVwwa 2ilia AT ema lnm d e

W A [SSPL =3 [WE N IT1IE Ul’:.‘.ll‘d -

. For the time being.

0, -~ all you would earn would be the Wolf-

camp rights if this spacing unit is avproved, is that cor-
rect?

A, Yes, sir, that is correct.

o) And assume that you never earn the

Y

Morrow rights under th

©east

-

P |
L

v
e

of Section 33, then Mr.
Castle, in order to forr a spacing unit for a Morrow well,
WOUld Llave Lwu manhe LS deal witlh J. C. willlamson, et al,
is that correct?

A Yes,sir, that’'s correct.

0 Was the Penroc Well raferred to on your
Exhibit One as Well Mo. 5, drilled to a depth sufficient

to test the Morrow formation? Or do you know?

A + was drilled to a depth sufficient to
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*e28t thae Morrow formaticn.
0 Md difficulties occur in connection with

thaat well?

<~ undcrscand that Wiere were mechandcal

Gifficulties, yes, sir.

3

0. Viere there indications that it might have

produced in the Morrow formation?

e

3 That, I am not sure of, sir,.

Qo Well, what has given you, or your com-
pany, the cncouragement to think about anotl

in this area?

B, 0f course, you cvaluate these areas as
you go along and every additional well that is drilled gives
you more information, and we recognize that the Morrow form-
ation in southeastern liew Mexico is in spots a prolific gas
producing formation, and therefore, we are cognizant of that
fact and would affoxd ourselves the opportunity to drill
Morrow wells in acreage upon which we have, if we wears pre-
cented the opportuniiy fiom a yeuvluylde standpolnt of that

particular property being favorable.

MR. HURKER: I have no further questions,|

Mr. Kellahin -- Mr. Rutter.
MPR. NUTTER: The witness may ke excused.
Let's take a fifteen minute recess.

(Thereuvon a recess was taken.)

ner Morrow test !
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1
L, Huidun.,  The hsaring will come to
2
order, pleasec.
3
Mx, Hunker, did you have another witness
‘ —e—— -y
AW ¢
E
MR. LUNIKER: Yes. 1 have. Mr. Alcorn
6
has been sworn and before going into that, I would like the
?
Lxaminer to take administrative notice of the fact that Rule
8 .
104 of tho Division's rules that provides for 320-acre state-
]
wide spacing for Wolfcamp and below.
= 10 S _
@« 3z And [f'd like to aiso call attention to
O La
gggs M
3 2:¢ the ~- of the Ixaminer to the fact that its records will
- ] §§§ 12
t I 5 i reflect many unit agrececments which have been approved by the
> g& 13
= a Division, which show that lands not within participating
77
“
areas at the end of the specified unit term, will be eliminatgd
15
from the unit agreement.
16
If the lands are in a participating area
17
they are not aliminated.
18
19
JOLN SCOTT ALCORN
20
being called as a witness and having been duly sworn upon
21
his oath, testified as follows, to-wit:
23
DIRECT EXAMINATION
~ 24 {
BY MR. HUNKER:
-
Q Mr. Rlcorn, will you please give us your




]
Page 32
1 } . . _
full naie, address, and occupaticon?
2
) I 'y name is John Scott Alcorn, known as
3 scotty Alcorn. I work for Florida Exploration Company,
4 4 2 v bl —_ - - - . . -
neadguarters in Midlaand, Texas, and I am a Senior Geologist
5
for the company.
6 .
Q liow long have you been witihh Florida Ex-
7 .
ploration?
8 .
A Since August cf 1979,
9 .
0 And you were with who before that time?
e 10 _ e L
g 3 A I was with BTA 0il Producers in Midland,
j o3
=%
cwgd 1
L Texas.
O <=2
@ 3233 12
¥ ;ﬁg‘ 0, And how long were you with them?
& @
> gA 13
3 3 A About seven and a half years.
» 14
Q Did you have extensive geulogical exper-
15
ience in southeastern New Mexico during that time?
16 .
A Yas, sir.
17 L
0 Have you testified before the Division
18
or the Commission previously?
19 | _ I
Ba Xes, Sir.
20
) And have your qualifications as a geologi
21 E
been found to be acceptable?
22
A Taey have.
23
MR. HUNKER: We offer this witness as an
2‘ .
expert geologist.
25
MR, NUTTER: Mr. 2lcorn is qualirfied.

-~
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¢ My, Alcorn, arc you famillar with the
application that's been filed on Lehalf of Florida in con-
nection with this matcer?

e Tes, sir, I G

Q ¥y, in your opinion, was the non—standar%
gas well location made at 760 fcet from the north line and
1960 feet from the west line of Section 34, Township 2C Southg
Range 30 Last?
You said why th
mean the non-standard gas proration unit.

It's a standard location.

Q Yes. HNon-standard gas well spacing unit
nade at this particular locaticn, Mr. Alcorn?

A Could I refer to a Wolfcamp pay structure

map that coincides in essence with the land map that was

entered?
Q Is this your Exhibit Number Fouxr? ]
A Yes, sir, it is. ”
Qo Was it and the Exhibit Five, which you -

will talk about later on, prepared by you or under your

supervisicn?
- Yes, sir, that is correct.
Q lLooking at your Exhibit Number Four,

will you tell the Examiner what that exhibit¢ depicts?
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andl the Pess Draw Uni b cenfiouration that r. Rogers de-
seribed, thic rap is rappod on the Wolfcamp pay struciture
and supcrimposec a clcean cadionate *hicknese in Jasled lines
of the area, of the Tcss Draw area.

I will rote that it's on -~ in this area
the dip scems to be o standard rate of din of approximately
100 feet per mile to the east/southcast. There seems to be
no configuration of structure anomaly in the area to date
under the Ross Draw acreace,

It is noticed that throuch examination
of electric logs, which will be described in Ixhibit Five,
that a line of carbcnate thiclkness of 20 feet coes in a
northerly direction thirough Section 27, through and bisects

Section 34, or there the proposed acreage in question. That

is a 20-foot thickness line that is -- was measured from the

. ) 3 1 . L & PRI Fol < S
well that is known as the Penyec o, 5 Ross Diraw.
- 2 a1 1] o - -
At the present time we feel as though,
F 3 . 31 3 eem1t AL A - N “
from tha informatison oavailabkle, that well 318 not oppear o

be productive in the ¥Wolfcamp zone of production in the Ross

Draw. We feel as though this line indicates a possible

western economic limit at the present time. We would like
to stay in a standard location east of this line of dissectiop
We feel as though this --

MR, KELILRAHIM: Excuse me, Mr. Alcorm,

Toooconivnction with the acreage that Mr, 4-

|
|
1|
,I
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.
wiich line ara you
F

cashed

from the knowledge availaile,

location,

is that correct?
A,
109 feet south of

is producing from

)

-

copy the information from his map, on the -- of

holders.

2
£

—— W E . - | - ‘e
M Liaiido ad cppeaica Un i

Page

b - -
Iooking aL?
[ | 1.9 Yy 13 . t
H're locking at the line that's the
i TTCY Y OT1OT Y. Pl mvamt i we dee vy Ty
D L T S ladi WS b v il ey -k it §

The number twenty line.
Ve feel as thoughh at the present time

that is our most opportune

geonlogically speaking.

Poes that answver your question, Mr.

That answers my question.

7his map shows the proposed leocation,

Yes, sir, it is proposed approximately
the well known as Ross Draw No. 2, which

a shallower depth not in questicn.

thao

The other markings on the unit are the

Rogers' Dxahdibi’ llwd:=xr One,
That is correct. I had my draftsman
the land-
txhibit umber Five.

Turning now to

sir.

.
ies,

4.

711! vou explain this exhibkit and tell
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the Eranincer what 1¢ Joploto?
2 k S S T T 1 LE s PPy |
i shiblt Thamber TMive is a Wolfcamp cross
3 .-t e - . s - . ;
sesetlon Z-a7 from thie inscrit map.  Thie insert map is from
4 a commerxcial map company callod Coollap It is napped by
5 . : . . . .
them on the Devonian-Tusselman pay, which is not in guestion
6 . . .
nere. It's simply for refercnce.
7 oo s s ,
I-NYln the inscei connects walls known
8 x o) - » :
as the Penroc or Baxter Ross Draw o. 5, to the Florida Rocs
9 19 - : s
Draw No. 8, to the Ross Draw lio. 7, and concludes in Loving
« 0| s _— U
@ 3 Ceounty, liew HMexics, at the Texaco Damsite Unit Ho. 1.
O =
o g3 n . 3
5 §§§ Q You mean the Texas, don't you?
-3 —~
~ @ &3 12 )
D B e A Loving County, Texas, I'm sorry.
o< o, e
2= 13 .
2 3 0. Loving Courty, Texas.
m 14 A _ .
B Pardcn me. FEddy County, lMew Mexico,
15 . .
irte Tovir~ ounty, Texas.
16 .
The wells -- the electric logs that are
17 v s . ~ Py H - - .
liung in this cross section siiow the continulity of the area.,
18 . ~
You wadi notice i tuc Ross Draw Well No. 5 that the gross
o adkLTLUIIGED 4l LWHIT Javoiluadl COLOL LD LUV LmeLl.,.
z0
In the Florida Exploration the gross
Zi
tnickneas of what we conclude to be clean sand, you'll
22
notice in tiie 8 that some of their stringers of dirty or
23
,_ shaley material, but the ¢gross stringers in that are 24 feet/
w—/‘
as noted on Exhibit Four.
25
The Florida Exploration Well No. 7, we
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1 .. v - . . - .
congideraed 2T feot ao Lol sloan dclomnit carbonate.
?
= e Tedaco NDamslite in Texas carries 55
3 seet of cleaa carbonate,
4 - ; : ] . L L . L4 b
Ta0 neldcion On Chie TICIL, whldh 1S eitnef
5 . 2. : B . : =~
the porosity side of cach log, is colored in orange to de-~
6 . . . .
plct poresity as we understand Lt
7 - N . <
In ecach well we have attenpted to note
8 ; . . ‘ -
on the crocs section the perforations adjacent to each pro~
9 . e .
ducing zone, waich is the Wolfcarmp 1 Zone, as we refer to
« 10 .
e 3 it in our company office.
Sa2?  n
y ¥ 8% : - .
Q283 or. the Florida Exploration Ross Draw No.
S8
12 .
= 2 o5, 8 there is an isolatoed zone at 12,065 depth, that is not ~-
. L2 -
o &= 13 - . . .
2 8 does not appear to he very prolific tihrough the area. We
»
"
did perforate it in our Rcas Draw llo. 8.
15
We feel as though that the Wolfcamp 1
1€
Zone, which is the productive zone in the Ross Draw Field,
17
appears to be thinner by histcry of the Ross Draw 5 to the
18
weet. Ve want o ctay on structure I mzan not on sitruc-
19 | |
Lure, put vu Sttatdiyrapiic strire wiii Tie Koss Draw No. &.
20
Ve Jeel as though that's the opportune location in this area
21
to allow us to keep the continuity of 329-acre spacing in
thie Ross Draw area.
_ Q In your judgment, then, the No. 9 Ross
~ 24
Draw Well would fall on a cross section some place between
b3
the Ross Draw No. 5 and the Ross Draw No. 8, is that correct

¥
:

!

&

: :
I

|

.!
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AN Tues, bpil, tiat 1s correct. Lt would be,

as you notice, it is in a stratigraphic scection that would

o

Le approxinacely 109 Jeet bigh to the Ross Draw lo. 7, which

e i

ter iin Chie foriow. Tiat is why at this loca-

W

%]
pot
¢
Q
E
t

3}
o]

]
[¢]
v
fotn

tion we fcel as thougan there is a possibility that Morrow
could ke considered producing zone.

Lie reason that we are Leeping with an --
we used tie term option to go to the Morrow in our reguest
of drilling this well, is the Violfcamp in the area has had
a aistory of a high pressure zone, which we feel as though
if this comes in at this deptih, that it wouvld behoove us,
engineeringwise, to attempt to complete in the Volfcamp.

If we found that the Wolfcamp was such
as indicated by the Ioss Draw lio. 5, we would possibkly have
an economically uncommercial -- noncommercial well, and we,

;
would have to try and corsidexr the possibility of geoing to;
the Morrow. We certainly would.

That is, wiith all things being considéred
AL 15 & vumblnation area ol Morrow consideration in conjunc-—
tion with our primary purpose of going to the Wolfcamp.

0 For the record, would you like to de~ffuf
scribe the nature of the Wolfcamp pay?
A For the record, the Wolfcamp payv in the’

area of southeast New lMexico and from the history that we've

gathered in going across into Texas, we find that the Wolf-
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1.7 S N R L P
Cl hlat

1 -~ o e
LT Vory hingi pressure zone. Ik

try

is known to carry in ocroass of 0090 pound s botirornt holo pres-

e SR N T Tomd Y 3 . - N
e, I Leoonen e touchy to drili o this well - to arill
1 T L AT B . . AR ~ Logses - £

+ w2ll throuch thee 2000 Toong. You have te got tho bype of

mud that would - Lo Linld the pressure down, you would have
e of 1l thot would possibly scal the Wolfcamp
formation. Uo that Iz vwhy we would like to rescerve judgrent
on drilling ‘lceper until after we go through the Wolfcamp.
we've found in this area that the Wolf-

H

camp has had a record of rather spotty production. 1lt’s
had a -- I might notc that in the well to the east, the

Phantom Draw mit No. 1, drilled by Texas Pacific in Section
20 of 20 Soucn, 31 East, it's colored orange in Exhibit Five,

this well has produced --

. Exhibit Four, you mean.
A T mean in Exhikit Four, I apologize.

™is well to date has produced 1.5 billion cubic feet of gas
cro @ daily production rate at the present time of approxi--

-
e e Am +ha aran tia Foanl an Llhaave~sls T =
~= - eatn OLTA VTN alhea Gl eaivatiaa e

billion is the history of the areca and is why that we feel

that justifiably 320-acre spacing is necessary for the econ-

time.
If you attempt to get any sort of a

more congested develoument, it would become economically
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IR Y .. g o e -
0w Gl Al d ol iLLis il Lt grda, L Teel, 1 o is

N

ased on the Listory «f “he Volieanp o the locale of DAdy

Lounty.

3 s

Lil Lo sey Lital possd! iy there
are wells that have Lcon lown Lo produce much rore, but

chis is the general Lori: of the area.

Ty

DN, LUTTER:  ilow about that Texaco Dam~
sitc Well in Section 9 in Temas? What is its cum production?

A Yes, sir, dWie cum production at the

10 s eem s ss = - c ot
present time 1s 1 billion cublce feet of gas, and it's on

11
about 500,000 cubic fcet production at the present time.

12

1 Box 193-B

We feel as though it will e approximately the same as the

R:.
Sante Fe, New Mexico 87501

!m——l_m_-
@ ~ [ ] )] &
1

Phone (505) 455-74 9

SALLY W. BOYD, C.S.R.

13

Texas Pacific Well that wac referred to eariier, 1-1/2 bBef
“

well.
15

o)
]
H
(9]
oo
o
O
3
Pse
jo
ks

to be in z sweet spot.

You always have to be an ecternal optimist when you drill,

*-y
and hcpe you get better than overybody else, but that is
18
what we have to put tie bottor line. The encineers say,
b
19'] h
Gll Tignt, you'ie yoinw Lo worh wiil 1.5 Soel well, can you
20
make it better than that. Well, we like to feel as though
21

we can dream in a hetter deal geologically.

Q And by reason of your analysis of these

logs and of the depiction tiiat you've shown on Exhibit

Humbber Foury --
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1| 1 . .
| oo cwave cade a conelusion, I presume,
|
2.0 . . ) . |
. Aleoxn, wF o to £ YTocariosy o7 B well, is that correct? l
3 | ‘ Vs, shy, I have.
4 PRt . A} n ) L [P . - .t - J
X Sl . 1 Tldtowconceiuasiony
5 d B A - <Y : B Y ) 1 .
I e conclusion that a standard location
6 o S ‘e . . .
of 760 from the nort: line and 1930 from tiie west line of
7 - . . . . . . , .
Section 34 15 tihe opuimwe location in the Poss Draw Unit
8 for the Well e, 9 4o be drilled. |
9 - - . . .
Q In your opinjon will the approval of the
« 10 ol n .- e i
» 3 non-standard gas well unit e in the interest of conserva-
Q Eg
& @ LA , ,
. ! tion and the prevention of waste?
O ==2
- @ 2FZ 12 ) . . . .
. Tz A Yas, sir, I bhelieve very definitely it
)
-~ I 13
-l N
2 3 would be.
m 14 - - - 13
n In your opinicn will correlative rights
15 - . o ~
bz impaired?
16 . . . . .
A I don*t think any -- no, sir, it will
17
not, .
‘ls - ' - - 1 L] :
9) Will the approval of the application
ol L L N |
ALiOLG Ll dplriidlut e CLDOXTUNLILY ToO proauce 1Ts Just
20
and equitable share cof the gas and condensate in the pool?
21
A Yes, sirx, I believe that in the essence
n .
of continuity on 320-~acre spacing that we're caught in an
23
; area where the sections do nct carry 320 acres themselves,
—y 24
so in an attempt to kxeep all spacing and all proration units
25
at 320 acres, it is found that this is, in our opinion, fair
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Page a2
. .
}’ Whd JUST Way TO prowdcc vuis - 1 omean produce gas from Sec-
2 - - . e - .
tions 24 aud 32 tnat wu are La tiwe Ross braw Unit. Ve feel
3 ~ . ’ . ., . 0 * -
Wi Louga iv 15 - - Al i@ Lue optimum spacing.
4 e ) .
@ ihlil e approval oi tae application
5
prevent eccnomic loss caused Ly the drilling of unnecessary
6
wells?
7 0 -
In Lae approval is -~ did you throw a double
8 . | .
negative at me in taere?
9 . .
2 1 may have.
< -
& = 0 N . . ;
6 g 2, Z believe thiat the proration unit as
52
a 235 n
> R described here are tuc optimum that will prohibit economic
» _—
-~ | EZg 12
- NS waste of development.,
3 gf 13
< Q. Will the approval of the application
b "
avoid the augmentation of risk arising from drilling exces-
15
sive numer of wells?
16
A Yes, sir.
17
HR. HULKKUR: I'd like to offer at this
18
time Exhiblits Humpers 'our and Five.
19 H
MK, NUTTLR: Applicant’'s LExhibits Four
20
, . . . N
and Five will be admitted.
21
MR. HUNXER: And to pass the witness at
this time.
. MR, NUTTER: Any questions?
e’ 24
MR. KELLAHIM: Yes, sir.
25
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smacing recuiraments ~n Meras 5130 Af this neol?

T e, ey, T oam not at she oresent tire.

e} A A

1

exas is 320's, 160'<, or whatover?

A 7.2 T understand it, the VWolfcamp in the

ile o

Damgite Unit has -~ has not Leen cestablished at the present

time. As I understand it, the »recedent of +he state line

ficlds usually are followed of which

opportunities, I belicve i% scts the

£
do

alds.

Fh

«

Well in the nor*h half ofF 27?2

7 That well 1s awa
nection, I bzlisve?

A That well ig in
an abpsolute open flow calculation.

of four-point tests.

nection.

Ty, arve vou fardiliar with the

on't know if the well spacing in

0 vou're familiar with the TFlorida NWo. 8

state sets up the spacing

pracedent on state line

4

L | - - 9 PR
LTLIY 2 pliperine Cou-

the ~-- is awaiting for

It is in the process

H-
t

ing a pipeline con-
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° That, 1F any, araductior tests do you
e an thr\ L3 N [o] "»vAﬂlw-,

A T havo the feour-neint tests ar the pre-
sent time. The firse* four-nnint orn a2 §/64tha ireh ~hoke,

one hour, flowling tuting pressure 7461: cas 2.2€ million;:
karrels of condensats 7.

o the nevt one hour test, 2/64ths inch
~hoke, one hour, 7327 ig €flowing tubinag pressure: gas 3,95
million; condensate .76 ozr hour,

on Mcf?

[Z0

) That's 2,95 mill
A 3.95 million cubic feet.

Do you want the rest of them?

o Yee, s3ir, 1f you please.
A ™ird noint, 10/64ths choke, one hour,

tnbing pressure 72352; gas 5.44 million: condensate 4.14 bar-
rels in one hour.

And the last ovoint, 11/64ths, one hour,
flowing tubing nressure 7112: gas .62 million: condensate
3.65 barrels in one hour.

n Rased unon these tests, Mr. Alcorn, have
vou made any calculations or reached any conclusions con-
will pay out?

A Yaz, sir, we anticipate that the well
will pay ou:t. OCur engineering department feels as though

we -- that the well will pay out is why he -- the department
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%

-
[-})

b
(3]

19

21

L B
P‘o. v )
vt vos YA, Al : .3 - . -~
corrtradead Trilliing el e, .
I
.

Yooy oares I acvenr SSodicated to the Mo,
ARSI
R
{ {ou've reached tiie conclusion that, in
response to r. funkoc's guostion, tiiat in your opinioen it

was necessaxry to Jdevolopn tuis area on 320 acres.

0, what specific information <o you nave
L5 this countclusion that one well will drain 3207
n, it is from the -- the 0il Conservation
Commission, isn't that ~- what is that rule? What number
is that statewide rule for -- 104, Pule 104 in the statewide
New Mexico, has stated that Wolfcamp or below should be on
32C-acre spacing.

0 Apart from the rule, Mr. Alcorn, have
you made any specific studies or calculations to determiné

thie actual acreage to o drained by any of these wells?

v e - e e -
€&l as Lwwugn Lron Wie uistory oz

+h

R I
the area thai we conclude that approximately it takes 320
acres to make a well commercially productive.

I'm referring to the wells that were
entered into testimony as the Texaco -- or Texas Pacific
Phantonm Draw in New HMHexico and the Texaco Damsite Unit Well

in Texas.
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1
0 Your structure map, as I understood it, |
|
? had superimposed upon it your -- these Isopach lines?
3 2 Yes, fir,
4 Q These werc the dashed lines?
5
A Yes, sir, those are thickness lines of
¢ the Wolfcamp zone as depicted on the cross section in 1avendﬁr.
? i And in reference to that exhibit, you
& identify the 20-foot line as being the economic limit for
9 the Wolfcamp in this area.
« 10 . - e ev aa e -
:‘; 3 fe AS —-- L0 the nistory oI the area, we
S8
@y 7 ..
g ggg feel as though the ~- this is the economir iimit asz far as
~ @ =§§,§ 12
F ;Jg the Ross Draw No. 5 found it. It found to be lacking in
& ©
> s& 132
2 3 porosity on the -- as noted on the cross section. A
< ,
4 {
It could possibly open up. We hope it '
1%
does, but it is, as we interpret it now, we feel as though -
16
we would like to stay east of that line.
17
) And that's why vou'wve chosen the pro-
18
posed location of the No. 9 Well to be east of that line?
19
n YTes, Sil, we feel as tuougl tiiat as the
20
knowledge that is availakle to us, we'd@ like to take advan-
21
tage of it, and we came up to -- came to that conclusion.
v} You wouldn't recommend the drilling of
- a Morrow test weat of that 20-~-foot ccntour line?
~ 24
A A Morrow test --
b2
o I'm sorry, a Wolfcamp test.
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— : }
A I would not until we find the information
* available frem the No. 9. It behooves us to take advantage
3 of all information available in the area and wa wonld like
4 tc systomatically drill our property from the information
5
that we derive from previocus wells. We would not like to
6 . -
drill over there until we £ind out some other information
? that is concrete.
8 o] It would appear from yoar exhibit and
? your testimony, Mr. Alcorn, that approximately half of the
< 10 . i .
g 3 proposed proration unit to be dedicated to this well, that
capd 1
g §§§ acreage lying west of the Isopach 20-foot line is uneconomic.
- B88:§ u
e A It is from the -- from the interests of
) o ©
5 g& 13
2 3 the area, it is at a time where we would not want to drill
7
14
the well. We feel as though that it could open up out there,
15
but rignt now as the actual location for the well. we womld
16
not like to drill on the other side.
17
& If the non-standard proration unit con-
18
5ists solely of Section 34 --
W
i A Yes, sir.
20
Q -- would that change your proposed loca-
21
tion?
A No, sir.
. g That would remain th= same?
- 24 |
A Yes, sir.
-
0 From the information you have before you,
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Mr. Alcorn, where would you propose drillina a well for the
non-standard proration unit that would exist in Section 35
in the balance of that east vortion of Section 34? Where
would you locate that well?

A I would locate it in a -- on a standard
location in Section 35. That wonuld be approximately 660 or
760 from the north and 1980 from the west. That would more
or less coincide with the spacing that would be established
prior to a well drilled in 35.

Q So if the proration unit for the well
to be drilled in Section 35 consists solely of Section 35,
then you would still have a standard location within that
proration unit for your proposed second well.

A If drilling on less than 320 acres would
be considered standard.

Q That is what I'm saying, approval of a
non-standard proration unit of less than 320 acres, the pro-
ration unit for which would consist cf only Section 35.

A Yes, sir, but may I interject in the
gquestioning here that it would certainly -- if we would be
penalized because of lack of acreage it would be very defi-
nitely to our disadvantage. We feel as though 320-acre
spacing, as proposed at the present time. would be in direct
continuity with the wells that we're going to drill in Sec-

tion 26 and 27. We have in the area, we have ARCO that woul

|
i
|
1
i
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o
10

F2 definitely involved on various spacing problems.

Q This pool is rot ~- the Wolfcamp forma-
tion herc is not a vrorated cas pool at this point., is it?

A Wo, sir. We're going under statewide
and it would be up to us as the operator of the area to
reconmmend, and I would highly recommend 320-acre spacing
for the area.

Q But if it's less than 320 acres, there
is no acreage penalty proposed on any of the production in
the Wolfcamp, is there?

A I don't know how the ruling will come
out, We certainly would not want to be penalized in any way
for drilling a less than 320-acre tract.

Q Let's assume that the proration unit is
solely Section 34 for the subiject 9 Well.

A All right.

0. And so long as there 1is no penalty on
your ability to produce that, you would have no objection
1r the standard -- the non-standard proration unit was
limited to that configuration.

A 1 was just informed that we are earning
none of the farmout in the east part of Section 33, and we
are attempting to -~ it would penalize us because we could
not include enough acreage, and in the theory of our farmout

we're trying to carry this in good faith with our farm-in --

o Ak I P T U T v ST O T W T T R T, P PN

T T T SO
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with our farm-in agreements.
We feel as though 320 acres is a very
logical production developrment in the area. We have the

different than

acrezge. We know tho configuration will b

hi]

nornal because we have encountered the state line. We have

to go along there. HNow, the -- it was mentioned previously

that 320-acre configuration would go clear across the --

the state line area. We feel as though this wculd be unique
tc just the Ross Draw Field for economic and prolific deve-

£ +lam avman s TIN wmemnn
£ LT L] “iiCR Jid -t hn A d T e

O

We don't feel as though we want to overxr
develop or under develop. We want to get our just productioﬂ
on the 320-acre spacing, as defined in the statewide rules,
We are not attempting to circumvent any type of ~- of stand-

ard location whatsoever. We're attempting to keep in the —-

fou Llha Llummasse aw3 Al
Al LAAG WMATGUL Y Qi LS

area of 22
anticipate getting into any acreage or argumentative play
in here, other than just to develop on a prolific and econ-
OILC mMannel .

Q May I conclude from your testimony, Mr,

Alcorn, that the principal reason Florida Explcration seeks

the proposed non-standard proration unit is to hold the
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A Yes, sir, we are attempting to make a -~
at the present time. Now, I cannot say whethe>r it will be
economical or not, because of future drilling. I cannot
enter intc tectimony any hearsay that is the oilfield talk
that the H. L. Brown Well in Texas is an indicated well.

But at the present time it is just hearsay on my part because
it is by word of mouth, but it could be that that would open
it out to the west in that area, but at the present time,
with a March deadline, the information available is all that
I can recommend to my company.

MR. KELLAEIN: Thank you. No further

questions.

REDIRECT EXAMINATION

BY MR. HUNKER:

& Mr. Alcorn, just cus other gusstion.
A Yes, sir
Q Can you predict at this time whether or

213 Or will noi Le prorated at some ifuture

A No, &ir, I cannot predict other than we
would like to recommend it as such on a 320-acre proration,

—— ha sl maeas
Tl A WM L VANG -

0 Let me explain. In prorated gas pools,

an allowable is fixed by the 0il Conservation Division,
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)N Yes, sir.

Q And you heard the testimony this morning
R Yes, sir.

Q -+ about the amount of production that

iz allowed to those various pools.
A. Yes, sir.
0 At the present time this particular pool

i3z not in a prorated gas pool, is that correct?

-9 : Yes, sir, that is correct.

F Vot mSomae e s

eVer wwm - 159 A
an you pIresentiy yaadiut 7 h

&
or will not be in a prorated gas pool at some future date?
A No, sir. I cannot. I thought you meant

prorated units, excuse me.

Q Yes.

0 What pipeline serves the well down in

— —— e s & — - - .. - - »w - - — * . -
1TeLAD, LUC 1eAaco Wt:.Ll UESCLILUCU ad Lo UaINSLTE wWgddr

Do you know?

A I am not familiar, no, sir, I am not.
The only --
ol What pipeline company do you hope o

make a contract with with respect to your No. 7 and your

¥No. B Wellg?

““‘:__:,_., A 4 Sl -3
PN 0t v St B s i
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1
A Z1 Paso Natural Gas,
2 o} And i3 that the only pipeline in the
3 area at this time?
4 A That's the only plpeline that would be
5 available to us at the present time. As I understand it,
8 it's over at the Texas Pacific TPhantom Draw Well in the
? township to the east.
& MR. HUNKER: T have ndo further questions,||
® Mx. Examiner.
< 10 . .
©w s MR. NWUTTER: Are there any questions of
[&] oo t
g2g: | i
5 2Ea Mr. Alcorn? |
-~ ®&F§ 12 |
3 ;ﬁ; MR. KELLAHIN: Yes in response to Mr.
- l;é.g %3
3 3 Hunker's question about El Paso pipeline.
o "
15
RECROSS EYAMINATION
16 —mer - BV TPOREGE o h YvERaw
81 Mle ONOLLALIILNG
17 ‘
0 Where is the El Paso pipeline at this g
1 |
point? |
19 | . ) B B o ) ?
A, At tThls point, as 1 unacerstand it, 1t - é
20 |
is a2 mile east of our Ross Lraw Well No. 7. We're nego- N, ?
21 'S K
tiating and that's —— on the ground I have not been there. N
A
| That was from our engineering department's report at our |
last meeting. ;
Q And you said that's the only available ;
25
pipeline in the area? ?
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A Yes, sir.
MR, KELIANIN: No further guestions.

MR. NUTTER: If there are no further
cquestions, the witness may be excused.

MR. HUNKER: Yo further witnesses and
no further ccmments.

MR. NUTTER: Mr. Kellahin, will you call

your witness, please?

JOHEN CASTIE
being called as a witness and having been duly sworn upecn

his oath, testified as follows, to-wit:

DIRECT FXAMINATION
BY MR, KELLAHIN:
0. Would vou please state vour name and hv

whom you are employed, in what capacity?

A John Castle, =zelf employed.
o What's your sducaticonal background, Wo.

Castle?
A Geologist.
Q Have yoﬁ previously testified as a
geologist before the 0il Conservation Division of New Mexico?
A Yeg, I have.

1) And have those gqualifications been ac-
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cepted and made a matter of record?

A Yes.

o] You're currently working for yourself,
are you?

A Yes.

J And what. if any, oil and gas producers
have you worked for in the past?

A worked for Dell High Taylor 0il Corpor-

ation in Midland for approximately four years. Prior to
that Phillips Petroleum Company for about five years.
0 You own acreage in the area which is the
subject matter of this application?
A Yes.
MR. KELLAHIN: We tender Mr. Castle as
an expert geclogist.
MR. HUTTER: Mr. Castle is gqualified,
Q Mr. Castle, I show vou what has been
marked and introduced as 2Applicant Exhibit Number Cne, and
ask you to locate for us, if you will, that acreage that
you own.
A That acreage is the east half of the

northwest guarter and Lot Number 4 of Section 33, Township

25 South, Range 37 East, EAdy County, New Mexico, 2lsc, all
of Section 32 in the same township.
0 Is that the extent of your acreage

_.IHJ

s
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ownership in the immediate area?

A hAoproximately a mile and a half or two
niles to the west I owvn another -- another tract of acreace,
which is appraximately 300 acren,

N You're apvearing in opposition to the
applicant's request for thc creation of a non-standard pro-

ration anit, are you not, Mr. Castle?

A Yes,
0. Wouléd you describe for us the reasons

£or your obijcction tc that prorvosal? |
A Py using their proration unit covering |

the west part of Section 34 and the east half of Section 33,
it would leave me with approximately 89 acres in the west
half of Section 33, which I could do nothing with.

And adding to that, if they would keep

[

the proration unite in the section, in Section

34, and then in the 33, I would be happy to join Florida

Exploration in the drilling of the well in that section.

~ v nd mamiednm moem etmes RatTbd e ahankn
n Phint zockion zrs oyon £21kin 5 shout”
8 Section 33, keeping the proration units'

in the section.

Should they nct want to drill a weil in

(2
t

Section 33, or anything west of the number 20 line von've ,
been talking about, I would be most happy to take their

position and drill it myself,
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Q If a proration unit is composad consistiﬁ%
entirely and solely of acreage in Section 33, how many acres
ig that?
A That's approximately 260 acres.
0. And 1f a non-standard proration unit is

created consisting solely of the acreage in Section 34, how

many acres woulu that be?

A Approximately 260 acres.

) ¥hat is the acreage included in Section
3272

A Vell, that's --

0 If the acreage in Section 32 is formed

into a non-standard proration unit, how many acres?

A That's approximately 260 acres.

o And lastly, in Section 35, if that acreaqsas

wwwwwwwww F-

is dedicated to a non-standard gas proration unit, how many
acres?
A Mpproximately 260 acres, also. All of
those halfl sections are approximately 260 acres in that area.
1) Are you aware of what the spacing is on
the Texas side of the state line?
A No, I'm not, but I car see, if it is
160 acres and we drill three wells along the HlHew Mexico
side of the field instead of four, the State of New Mexico

would be getting cheated a little.

m E

W
J

i

1
]
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1 n Yave vou made a study of or examined
2 any of the data on any of the Wolfcamp wells in this parti-
3 cular area?
4 i R, T've seen the exhihitg of My, Alcorn |
S and other information, some of the information that Penroc
6 had, and I've alsc seen a log on the H. L. Brown Well,
7 covering the Wolfcamp section.
8 0. Are you familiar with the Texaco Well
® down in Section 9 in Texas? ’
__=. 5 0 A I've seen the log on that.
O Teo
§§§§ " o And how about the Florida No. 7 Well in
g 2?:% 1? Section 267
;_‘.' E* b B, Yes, I've seen that log.
¢ " 0 And the Florida No. 8 Well in Section
18 272
e A Y've alan geen that one  righe,
v 0. Based upon your study of this particular
18 area and yocur knowledge and information as a weologist, Mr.
9 Caatle Ao von hawe an opinian ae &0 whathar or not 14 would
i be mwost effective and efficient to develop the ~- each of
21 the proposed non-standard proration units, being Sections
2 32, 33, 34, and 35?
A.‘ Would you ask that again, please?
24 3 Yes, six. Based upon your knowledge
® as a petroleum geologist and your study of this particular
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area, do ycu have an opinion as to whether or not the Wolf-
camp formation along the NHew Mexico side of the Texas border
can be develecped on less than 320-acre spacing?

A Well, the information we have, I think
it should he developed on l60-acre units. We really don't
have enough information right now since none of the Wolfcamp
wells on the New Mexico side in this immediate area has pro-
duced vyet.

MR, KELLAHIN: I believe I have no more
guestions of Mr. Castle.

MR. NUTTER: Any further questions?

MPR. HUNKER: Yes, I have a question or

two L

MR, NUTTER: Mr. Runker.

BY MR. HUIER:

Q. Mr. Castle, do you have interests in
any Woulfcamp wells in the State of New Mexlcot

A I can't think of any now.

Q Do you have any in the area of north
Texas that adjoins the Ross Draw area?

bR No.

Q Do you disagre- with the New Mexico

statewide rule to the effect that Wolfcamp should be spaced
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on a 320-acre basig?

was 160 acres for Wolfcamp and above: 320 acres for below
the Wol®camp for a qgas well,

o I am advised that the rule has changed.

You are originally correct, but the rule was chanced in

1975,
A Yeah, Y wasn't familiar that it was
1
changed. |
0 Do you disagree with the change?

A Yes, in certain instances where we don't
have enough information.

0 Is there pending before the Railroad
Commission of Texas at the present time a case or cases in-

volving the well spacing to be provided in this particular

area nf Texas?

A Y don't know.

Q Have you ever been involved in a Federal
axplorasory unit in Wew Mawiso, My Caséla?

A In what way do you mean?

¢ Have you ever had a working interest in

such a unit?

R. Yes.

Are you Tamiliar with the terms and

¥

"

provisions of those unit agreements?
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3 agreaements that are entercd into by the working interest I
4 owners with resard to the drilling of the cxploratory tests?
5 2 I don't remerber it. I probably was
6 at the time T got into the unit.
7 ) Should you want to participate or be
8 allowed to participate at some future date with your acreage
9 in Section 3 so as to involve a spacing unit consisting of i
ﬁ = 10 Section 33, do you realize that a considerable amount of
o E;
g‘;g; n paper work and renegotiation would have to take place in
O =22
-~ B E3E 12 .
3 -2% order to permit you to pariicimate with the interest owners
S %L3 b
> 8 e of the unit?
@ "
A Everv well I've participated in on
15
Federal acreage recently I consider it takes in a lot of
16 paper work. s
17 ; »
0 It involves a considerable amount of
18 O W N DY
legotration ana —- 1
19
.} Yoa i+ Acos
20 .
Q ~- and governmental approval? .
2 '
A Yes, sir. %X’
2 _ ‘
MR. HUNKER: I have no further cquestions,
23
MR. HUTTER: Are there any other
-» i
w/ 24 -
questions of Mr. Castle? He may be excused.
25
Does anyone else have anyvthing they wish
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to offer in Tase Number €7927

K]
4 L

o

C
you're entitled to go last.

MR. RULLANIN: Mr Uutter, it's our
nicn that the application ocught to be denied.

The 0il Conservation has traditionally
denied requests to form proration units across section lines.
The Rule 104-D specifically provides that the proration unit
involved shall be included within ona governmental section.

The applicant has failed to demonstrate
any compelling reasons for departure from that tradition
and accordingly, the request by the applicant ought to be
denied.

The continuation of a non-standard pro-
ration unit in the manner proposed by Florida leads to a
proliferation of non-stancdaré proration units across section
lines throughcut the entire township on the Mew Mexico side
of the Wolfcamp producticn on the Tekas/New Mexico border.
ve Lelleve Lhe applicauni las failed o dumouasirate sulli-
cient data either through engineering calculations or fur-
ther testimony to demonstrate that one well can effectively
and efficiently drain 320 acres in this particular area,
and that without that information, that the rule ought to
be adhered to precluding formation of proration units across

section lines, and to do so in this case jeopardizes Mr.




J

|
1 . -
Castle's correlative rights and compels upon him an unnec-
| i
< essary burden to thereby geo ahecad and form further non-standa
3 proration units across section lines.
‘ L]
Therefore, we request that the applica-
5
tion be denied.
6
MR NUTTER: Thank you. Mr. Hunker?
7
MR. HUNKER: We have a situaticn here
8 | that calls for careful attention hy the 017 Conservation
9 .
Division, in that we have an apprcved Federal Unit, and at
« 10
3 3 tha bottom of this Federal Unit along the state line there
&
d@8§ n .
3 §§§ are twc tracts that contain approximately 320 acres of land.
~ @28 n o
> ;;g The unit itself is quite complicated.
. e
5> & 13
3 ° The unit operating agreement is quite complicated. The
»
14
rules and regulations of the 0il Conservation Pivision speci-
15
fy that Wolfcamp producticn may be developed on 320-acre
w0 .
spacing pattern, and we have shown the logic to crossing the
17
section line between Section 33 and 34, and we feel that it
i ’
is perfectly logical to select a locatlon which we think
1m0
will be productive of gas from the Wolfcamp formation at the
20
location that we have selected, and to dedicate to that
21
Wolfcamp well the amount of acreage which the Conservation
Division has indicated should be dedicated.
' We can't predict whether ancther pipe-
~ 23
line will come into this particular area or not. I can
25
envision the fact that one might if the production is found
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n vhich case the pipelines will

when tha noel wruld he prerated and production would be

alleornatad.

And the comnelling reason for the approval

of this unit is to allow this particular operator to have

his fair share of the gas that is under this --- underlles

this particular land.

My,

Zellahiin would have you think that

it's -~ it's imposaible to have these unorthodox spacing

units along —-~ along the state line, but this is not -- not

the case at all.

It's entirely concelvable to me that Mr.

Castle can take his acreage in the wast part of Section 33

and combine it with acreage in Section 32 ai@ do precisely

what we have done,

spacing unit for that tract.
.
S
Socner or later the Wolfcamp production'
is going toc poop out and not be there and when that harnpens

non-standard gas well units.
that the Commission needs to

point -~ particular point in

or seek to do,

and establish a well

coming +a tha epommicedion
Until that happens, I think
establish a precedent at this

time for 320-acres recognized
N

wre nmight very well be a time

S

as a correct and adeguate Wolfcamp spacing unit and approve

the application of this particular applicant.

We don't feel that Plorida should be
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penalized because of iy, Castle's acreage pesition. Mr,

i

|
|

i
i
i
Castle, it's noted from the map, that the lease that he ob- |

|
tained wan issucd on Marchi the 1st, 1979, which incdicates to!
I
me that he his come into the picture long after Florida gas
cane in and -- and then in our judgnent, we don't think
Tlorida should Le penalized because of -- of the acreage
posgsition that hc has -aken.

I conclude ny remarks with that, and
reguest that an order be entered approving Florida's ap-
plication for a non-standard gas unit.

MR. NUTTER: Thank you.

Does anyone else have anything they
wish to offer in Case €7927

Vae'll take the case under advisement.

{timrarii¢ concliuded,)
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HBARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6792
Ordel’.‘ No. R"‘6270

APPLICATION OF FLORIDA EXPLORATION
COMPANY FOR A NON-STANDARD GAS
PRORATION UNIT, EDDY COUNTY, NEW
MEXITO.

ORDER UF THE DIVISION

BY THE DIV1SION:

This cause cama on for hesring at 2 a.=m. on January 1§,
1980, at Santa Fe, New sxexico, before Examiner Daniel S. Nutter.

: NOW, on this 18th day of February, 1980, the Division
birector, having considered the testimony, the record, and the
reconmendations of the Examiner, and being fully advised in the
premises,

FINDR2.
: 1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the
pubject matter thersct.

{2) That the applicant, Florida Exploration Company,
seeks approval of a 324,25-acre nonr-standard gas proration unit
comprising Lots 1 and 2 and N/2 NE/4 of Section 33 and lLots 2,
3, and 4 and NW/4 NE/4 and N/2 NW/4 of Section 34, all in Town-
ship 26 South, Range 30 East, NMPM, to be dedicated to a well
to be drilled to the Wolfcamp formation and poasibly to the

‘?ennsylvanian formation at a standard location thereon.

{3) That due to the lNew Mexico-Texas state line traversing

fownship 26 South, Range 30 East, directly through Sections 31

through 36, said sections are not of standarxd size and contain

_pnly approximately 260 acres each.

, (4) That a standard size unit for a gas well in the
Wolfcamp and Pennsylvanian formations in the subject area is
320 acres.
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(5) That the applicant is the operator of the Ross Draw
Unit Area, which comprises, among other lands, the E/2 of
Bection 33 and ail of Seccions 34 and 35, Township 26 South,
Range 30 East, NMPM, containing ten 40-acre tracts and 10 lots
alcng the state line of approximately 25 acres each.

(6) That the 324.25-acre unit proposed by the applicant
in this case comprises five 40-acre tracts and 5 lots along
the state line of approximately 25 acres sach, and such a
combination of tracts and lots more closely approximates a
standard size unit than any other combination of tracts or lots
practicably possible iu this area.

{7) ‘That the proposed dedication will leave the applicant
with 5 other 40~-acre tracts and 5 other lots of approximately
25 acres each along the New-Mexico-Texas state line and within
the boundary of the Ross Draw Unit Area to form a similar non-
standard spacing and proration unit to be dedicztsd tn a fulure
well yet to be drilled, if such well appears feasible.

; {8) That the entire non-standard proration unit as pro-
posed may reasonably be presumed productive of gas from the
wWolfcamp or Pennsylvanian formations, or both, and that the
entire non-standard gas proration unit can be efficiently and
aconomically drained and developed by the aforesaid well. !

{(9) That approval of the subject application will afford !
the applicant the opportunity to produce its just and equitable :
share of the gas in the Ross Draw area, will prevent the economic
lcas caused Ly the &riiiing of unnecessary wells, avoid the |
augmentation of risk arising from the drilling of an excessive
number of wells, and will otherwise prevent waste and protect

correliative rights.

IT IS THEREFPORE ORDERED:

(1) That a 324.25-acre non-standard gas proration unit
in the Ross Draw area comprising Lots 1 and 2 and N/2 NE/4 of
Section 33 and Lots 2, 3, and 4 and NW/4 NE/4 and N/2 NW/4 of
Section 34, all in Township 26 South, Range 30 East, NMPM, Eddy
{ounty, New Mexico, is hereby established and dedicated to 2
wall to be drilled by the applicant, Florida Exploration Company,
to the Wolfcamp formation and possibly tc the Pennsylvanian
formation at a standard location thereon.

(2) That jurisdiction of this cause is retained for the
entry of such furthar ordera as the Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year harein-
~above designated,

S STATE OF NEW MEXICO

£d/

P————— o
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PROPOSED WELL DEPTH

#1-26 Ross Draw Unit

Ross Draw Prospect

LOCATION

1980' FS&EL Section 26, T-26-5, R-30-E

CO/PARISH [STATE FIELD
Eddy | N.Mex. Wildeat
ITEM DESCRIPTION i\lJ(g DRILLING COST COMPLETION COST TOTAL
ACCOUNT 720 ACCOUNT 721
LRIRANXXAERRX Rig Move o1 20,000 20.000
PERMITS AND SURVEYING 19 350 350 R
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CONTRACT DRILLING FT.@% IFT. 51 RS )
CONTRACTY DRILLING 75 DAYS®&S 480Q00AYS | 52 360,000 : T 360,000
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ROAD, DIRT WORK, PIT AND RESTGRATION 56 10,000 3,000 13,000
'CEMENT AND SERVICES 57 17 .500 6.500 24 .000
w DRILLING MUD AND CHEMICALS . - 58 50 NAN 1.000 S1. 000
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MARINE COST 8s
TRUCKING & RAIL FREIGHT 86 3 000 5.000 8,000
GEOCLOGICAL SERVICES 89
MISCELLANEGUS AND CONTINGENCIES 90 29 000 5 000 14,000
OVERHEAD a1
TOTAL INTANGIBLE COST 616,850 107,500 724,350
ary. Size ] ACCOUNT 724 ACCOUNT 725
DRIVE PIPE CASING FT. INCHES | o1 poo ANSEETTY
SURF ACE CASING 350 ¥T1.13-3/8 iNCHES| 02 5,800 p e e i 5.800
g L CASING HEADS 03 10.000 £ _0non 14000
_1 | PRODUCTION CASING 2 700 FT. 5-1/2 INCHES| 04 oo eit 25,000 25,000 ]
0 | PRODUCTION TUBING 14,500 FT. 2-7/8 INCHES | 08 - e T 74,000 74,000 4
— | CHRISTMAS TREE 07 . 10,000 10,000
g PACKER AND PRODUCTION TUBING ACCESSORIES 08 - 3,000 3,000 ;
o | INTERMEDIATE CASING 3,500 FT. 9-5/8 INCHES | 09 43,000 I 43,000
| DRILLING UINER 12,000 FT. 7-5/8 INCHES | 19 165,000 165,000
MISCELLANIOUS AND CONTINGENCIES 29 10,000 6,000 16,000
TOTAL TANGIBLE COST 233,800 124,000 357,800
TOTAL COST THRU CHRISTMAS TREE 850,650 231,500 1,082,150
e 4 PRODUCTION EQU!PMENT Sub ak ACCOUNT 730
W.IQWNER % OWNERSHIP ™ JRAGE TANK 1" 10,000 W——I—v
Midland III . I WALKWAYS AND STAIRWAYS 13 s -
o ~1 . R _CHEMICAL LUBRICATORS 14 : ) A
SEPARATORS 15 \,
DEHYDRATORS 16 had
TREATING EQUIPMENT 17 N
METERS & REGULATING EQUIP. 18 2,000 ~ NS
FIELD PIPELINES 19 5,000
~ LEASING BUILDING & DWELLING 20
W : FACILITY INSTALLATION 35 3,006
NN 4 % . MISCELLANEQUS/CONTINGENCIES | 90 4,500
QV g . Gas Pak 25,000
\V ey ; TOTAL PRODUCTION EQUIPMENT 49,500 1,131,650
ARINER DATR | FLA.GA E PRESIDENT LORATION DATE
! . /K £ L _é::/’ ﬂ'f‘i | e
FGECo | DRYHOLE PRODUCER |pREPAREDBY T DATE GE G'Cgﬁ 9‘”5
INTESEST | » ol j -'/‘"C**r"' A
e E = T oEE Sl 50



- Ty '

OPERATOR T [Division AFENO
- R
scfiida Gas Exploration . | midiand [0.3:3.2.0.0
L) wiLDCAT (] DEVELOPMENT ) EXPLORATORY | PROPOSED WELL DEPTH
O 004 .0 0.1 '_’_—_C—D RECOMFLETE {3 AeFPAIR PRCPOSED 14,500 SUPPLEMENT
WELL NAME T
Ross Draw {#7
LOCATION
1,980"' FSL and 1,980' FEL Section 26, T-26-S, R-30-E
CO/PARISH STATE FIELD
Eddy NM
ITEM DESCRIPTION suB| DRILLING cOST COMPLETION COST TOTAL
A/C ACCOUNT 720 ACCOUNT 721
COMPANY LABUR o1
FEAMITS AND SURVEYING . 19 1500 1,500
CASING TOOLS. CREWS AND TONGS 50 2,500 9500
CONTRACT DRILLING Fr.es IFT. 51 o = =557, .
CONTRACY DRILLING DAYS @S /oaYs | 52 242 000 ES%3 AT 242 000
COMPLETION RIG DAYS@ S paYs | 53 ok
BITS 54 24,500 24,500
ROAD, OIRT WORK, PIT AND RESTORATION 56 36 .500 36,500
CEMENT AND SERVICES 57 32.000 15. 000 47,000
w DRILLING MUC AND CHEMICALS ] 183,000 183,000
) | ELECTRICAL LOGGING & SURVEYS 59 ~17.000 1 172,000
@ | STIMULATIONS 60 F ool
— | PERFORATIONS 61 A Sm AR T
OfTestne 62 4,000 | 4 000
< CORE ANALYSIS AND CORING 63
— [_MUD LOGGER 64 22,500 22,500
= | RENTAL TOOLS AND EQUIPMENT 67 87.5G0 87,500
__ | ENGINEERING AND SUPERVISION 68
FUEL ANDWATER - €9 24,000 74,000
CEMENTING — PLUG AND ABANDON 7
MARINE COST 85 -
TRUCKING & RAIL FREIGHT 86 | 25,000 525,000
GEOCLOGICAL SERVICES 89
MISCELLANEQUS AND CONTINGENCIES 90
OVERHEAD 91
TOTAL INTANGIBLE COST 791,000 15,000 806,000
ary. SIZE . ACCOUNT 724 ACCQUNT 725
DRIVE PIPE CASING FT. INCHES | 01 -K@““':a’*?_
SURFACE CASING : FT. INCHES | 02 e AR s
w | CASING HEADS 03
- _ [ PrRODUCTION CASING FT. INCHES | 04 BNl o a—
@ | PRODUCTION TUBING FT. INCHES | 05 _?‘»'l i
* =~ [ CHRISTMAS TREE 07 p-22 > ‘;;::g_:,f.. A
“ g PACKER AND PRODUCTION TUBING ACCESSORIES o8 ===l ] .
< |INTERMEDIATE CASING FT. INCHES | 09 il S5
I | oRILLING LINER FT. INCHES | 10
: MISCELLANIOUS » ‘D CONTINGENCIES 29
TOTAL TANGIBLE COST
TOTAL COST THRU CHRISTMAS TREE . 806,000
PRODUCTION EQUIPMENT swat] ACCOUNT 730
Wl  OWNER % OWNERSHIP I ORAGE TANK 1
Midland I1X 10Q 00 WAL KWAYS AND STAINWAYS i3 - ‘
. CHEMICAL LUBRICATORS 14
. SEPARATORS 15 —— e A AR e |
. DEHYDRATORS 16 | | JEENBIANAIN,
. TREATING EQUIPMENT 17 ) ~a 1079 1
] METERS & REGULATING EQUIP. 18 ) i ,
] TICLD FITELINED 19 (f1t - 4y i
. - LEASING BUILDING & DWELLING 20 :
. FACILITY INSTALLATION 30 FQR!DA GAS ;
R MISCELLANEOCUS/CONTINGENCIES | on FXPLUONRTIUN 1,
| . : |
E = TOTAL PRODUCTION EQUIPMENT 806,000 i
e o

AR INER DATE F.G.ECo. € PRE;‘DEN/ DATE
%‘c f 4//: 05%".'//70
FGE Co Dav oL E i PRCoUlER FREFARED BY - DATE 1GepLpoitaL TS
INTERESY Y . //Z/ et ?Z‘A’

2 DATE ENGINEERING DATE
~— !~','- -

cosT s s —
b 7.
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Florida pxploration Compa ny_ ____‘_LH tdland
Welt Wi () WILDCAY
[ RECOMPLETE

O viveLorMiNT D exPLONAT

3 RLPALR PROPOSED

ony

9,200"

No.

8 Ross Draw

(Ross Draw-Delawar

e}

OCATION

1,650' FNL and 1,650' FEL

I WEUL NAME

i
|

Section 27, T-26-S, R-30-E
Draaicw STAYTL Fici0
Eddy N.M. Wildcat
ITEM DESCRIPTION sus| DRILLING COST c N 0sT
AIC ACCOUNT 720 (5 T 721
COMPANY LABOR Rio move 0y 35,000 | 135,000 %
PERMITS AND SURVEYING 9 500 _son ¥
CASING TOOLS, CREWS AND TONGS S0 2.500 S .000 1,500
CONTRACT DRILLING FT.@$ IFT. st P L <SRN I M
CONTRACGT DRILLING 38 DAYS @S 4 5000AYS 52 171,000 } o i 0t ot R 171.000
COMPLETION RIG 1004aYS@$ 11000AYS | 83 | ST i someTmsen 11.000 11.000
BITS 54 20.000 20,000
ROAD, DIRT WORK, PIT AND RESTORATION 56 25 .000 S . 000 30.000
CEMENT AND SERVICES 57. 16.0G0 8.000 24 000
ORILLING MUD AND CHEMICALS 58 30,000 1,500 31,500
p  ELECTAICAL LOGGING & SURVEYS 55 15,000 4,000 14,000 I
n ) STIMULATIONS €0 p
~ [ PERFORATIONS 61 |_ 2,500 2,500
3 ¥ TesTING 62 7,009
, —
* ] t4uD LOGGER & 7,500 7.500
» | RENTAL TOOLS AND EQUIPMENT 67 10,000 5. 000 15,000
_ ) ENGINEERING AND SUPERVISION =] 12,800 3,000 15,000
FUEL AND WATER 69 25,000 2,000 27,000
CEMENTING — PLUG AND ABANDON 7N 5 000 5 000
MARINE COST 85
TRUCKING & RAIL FREIGHT 86 5.000 5.000 10,000
GEOLOGICAL SERVICES 89
MISCELLANEOUS AND CONTINGENCIES 90 18.000 EWT 21 ann
OVERHEAD 91
TOTAL iINTANGIBLE COST ) 404,500 55,000 459,500 §
oTY. SIZE ACCOUNT 724 | ACCOUNT 725
DRIVE PIPE CASING FT. INCHES | o1 P23 Lo R
SURFACE CASING 330FT. 13-3/8 INCHES | 02 6,000 MratTEETEaveIn 6.000
o [€AsInNG HERDS - , 03 3.50C | 2 500 £.000
2 | PRODUCTION CASING 9. 200 FT. . Sl INCHES | 04 E 7 A=lpesm25r 58.000 S8 000
O § PRODUCTION TUBING 9 200 FT. 2-3/8NLHES | 05 Lo e pss ITan 8 28,500 28500
~ [ CHRISTMAS TREE 07 | i-iimiereigsaren 3.000 5 000
2 PACKER AND PRCDUCTION TUBING ACCESSORIES 08 [ - Tt el a0q. 4000
¢ |INTERMEDIATE CASING 3 600 FT. 9-5/8 INCHES | 09 47.000 FIaEsisso o2 47000
- | DRILLING LiNER " FT. INCHES | 10
MISCELLANIGUS AND CONTINGENCIES 29 2 500 5000 7.500
' i
TCTAL TANGIBLE COST 59,000 103,000 162,000
TOTAL COST THRU CHRISTMAS TREE 463,500 158,000 621,500
PRODUCTION EQUIPMENT Sub ak ACCOUNT 730 §
WI OWNER % OWNERSHIP I ORAGE TANK n 10.000 by
A
Midland IIX 100, 000 WALKWAYS AND STAIRWAYS 13 } s
] CHEMICAL LUBRICATORS 14 # oy l
SEFARATORS Gas D1 P TC NAAN LA 4 L
N SErARATOHRS wa L an [ P R A Jy AU b . ’4'U'\‘ .
. UERYUNAILUHD 16 U’A {o
. TREATING EQUIPMENT 17 ' e
. METERS & REGULATING EQUIP. 18 1,000
. FIELD PYPELINES 19 1,000
. LE ASING BUILDING & DWELLING 20
R FACILITY INSTALLATION 30 3,000
. MiSCELLANEOUS/CONTINGENCIES | 20 } 2,000
- ]
s
TJOTAL PRODUCTION EOUIPMENT‘ 32,000 $53,500
ARINER UATE F G.E.Co. VILE PRESIQENT - DATE .
- - v 4 .
| %/ L L
$GE Co DRY 3L E PHODWUCFRA FHEPARED BY - DATE Gt Gicau OATE -
NTERESY - 2 4@:« Sr 9}«0«%«/ §/39/7,4
LAND ODATE yU?LLﬁ)NG . DATE
108V S S — 2~ \ . -
T—A\‘L__L._‘—‘__’__ g 279 o W a,l ."J'ﬂ "/ ’ N e LT -0
o »

hSY
~




I v RO R
FLORIDA FXP] ()RAT‘ ON COMY ANY Midland 111 444 a1
PROSPLCT NO[Cosrew|werTw [0 WILOCAT 10 DLVELOPMENT (O EXPLORATORY | PHOPOSEDWELL DEFIH
_0_104 4,010,210 ,1 D RECOMPLLTE 3 REPAIR PHOPOSED 12.100"
WELL NAME
Ro. 8 Ross Draw (Ross Draw Prospect)
LOCATION
1650' FNL and 1650' FEL
Section 27, T-26~5, R-30-F
COmARISH - JSTATE FIELD
Eddy bl | Ross Draw (Wolfcamp)
ITEM DESCRIPTION sup| DRILLING COST COMPLETION COST TOTAL
AL ATCOUNT 720 ACTGUNT 721
COMPANY LABOR 03
PERMITS AND SURVE YING 19
CASING TOOLS, CREWS AND TONGS 50
CONTRACT DRILLING FT. @3 IFT. 51 s
CONTRACT DRILLING DAYS @3 JDAYS | %2 102,000 }==eyny : 102,000
COMPLETION RIG DAYS @S 10AYS | S3 PR ARG o -
BITS 54 6 ,000 6,000
ROAD, DIRT WORK, PIT AND RESTORATIOHN 56
CEMENT AND SERVICES 57 10,060 10.000
... | DRILLING MUD AND CHEMICALS 58 15,000 15.000
l _‘: ELECTRICAL LOGGING & SURVEYS 59 15,000 1,000 16,000 I
@ § STIMULATIONS 60 [AiEs TS ‘é*"—a--r- 1
— ) PERFORATIONS 61 i meieat it 1,000 1,000
I O FresTinG 62
B = CORE NIVALYSIS AND CORING B3 ) —
I :f [ MUD LOGGER e 8,000 8,000 I
— ] RENTAL TOOLS AND EQUIPMENT 67 15,000 15.000
— [ ENGINEERING AND SUPERVISION 68 9,000 9,000
: FUEL AND WATER 69 20,000 20,000
3 PLUG AND ABANDON COSTS n mrn SERASTE
MARINE COST 85
TRUCKING & RAIL FREIGHT 86
GEOLOGICAL SERVICES 89
MISCELLANEOUS AND CONTINGENCIES 80 5,000 5,000
GOVERHEAD 91 I
TOTAL INTANGIBLE COST 205,000 2,000 207,000
aTy, SIZE ACCOUNT 724 ACCOUNT 725
DRIVE PIPE CASING _FT. INCHES | o p -2 me e
SURFACE CASING Y. INCHES | 02 o2 RNl
s J CASING HEADS 03 2,000 2,000
I PRODUCTIONCARING-1iner 1 20(FT. 4L INCHES | 04 1 12 _non 12 000
m | PRODUCTION TUBING 11 800 FT. 2-3/8NCHES] 05 -4 63,500 £3.500 8
.= } CHRISTMAS TREE o7 |} - 20,200 20,200
g PACKER AND PRODUCTION TUBING ACCESSORIES o8 } { 5,000 S, 000
« | INTERMEDIATE CASING 11,800 f7. 7 INCHES | 09 42,000 42,000
p— § DRILLING LINER FT. INCHES | 10
MISCELLANIOUS AND CONTINGENCIES 29
TOTAL TANGIBLE COST 42,000 106,700 148,700
TOTAL COST THRU CHRISTMAS TREE 247,000 108,700 355,700
PRODUCTION EQUIPMENT Sub sk ACCOUNT 730
i.I. OwNER % OWNERSHIP STORAGE TANK 11
dland III 100, CCOOC WALKWAYS AND STAIRWAYS i3 '
j CHEMICAL LUBRICATORS 14 R -
s SEPARATORS 15 v
., DEHYDRAJORS 16
. TREATING EQUIPMENT 17 I
A METERS & REGULATING EQUIP, 18
A FIELD PIPELINES 19
. LEASING BUILDING & OWELLING 20 l
R PUMPING UNIT, MGTOR F1 .
; . FACILITY INSTALLATICN 20
i IR MISCELLANEDUS/CONTINGENCIES | 90
‘ = TYOTAL PRODUCTION EQUIPMENT 355,700
PARINER * LAYE #.G.E.Co. v:cumsuog;n DATE
P /}: e
FGk Co DRY MOLE PRODUCER FPHEPARED BY - DATE OEOLOG'ICAL O DATE
INVEREST * » /0[) W /’//i;/?j
LAND O OATE }(fmuumc \ P DATE
DS N R, oo Vet bl i i M AL (2 ZER VL SOD P MV B 4%

i




_Florida Cas E-ploration Company Midlanud I)ivision N

SN

e . - e e e e ) S VS TN SN WD e
"‘Ub' tC”“U [lome h'” L¥ wao o O PHOPOUE D WELL “ourt
ddcat sveloprment H \nlete Flepat Proposed
Ly 01] velop scomple O Reps o 11.'500.
VELL NAML -
tlo 71 #1-26 Ross Draw Unit Ross Draw Prospect
LOCATION

1980' FS4EL Section 26, T-26-S, R-30-E

fNpaDIty ITATE Ficiis
Eddy N.Mex. Wildcat
ITEM DESCRIPTION iLlJ: DRILLING COST COMPLETION COST TOTAL
ACCOUNT 720 ACCOUNT 721
REXPARXRALRRX  Rig Move 01 20,000 20,000
PERMITS AND SURVEYING 19 350 350
CASING TOOLS. CREWS AND TONGS 50 6,500 2 500 2,000
CONTRACT DRILLING FT.@s JFT. 3 S )
CONTRACT DRILLING 75 OCAYS®S 4B00Q0AYS | s2 360,000 - : 360,00C
COMPLETION RIG 15 DAYS@$ 120@3xYs | 53 RN 18,000 18,000
BITS 54 35,000 4 35,000
ROAD, DIRT WORK_P!T AND RESTORATION 56 10,000 3,000 13,000
CEMENT AND SERVICES 57 17500  6.500 24 .000
__ | DRILLING MUD AND CHEMICALS SR ©n nnn HIR) 51.0CG
'_"_, ELECTRICAL LOGGING & SURVEYS 59 18,000 _ 4.000 22.000
o | sTmuLaTIONS 60 T 40,000 40,000
— | PERFORATIONS 61 5,000 £.000
O I'resting 62 & 0N 5.000
- CURE ANALYSIS ANU CORING B 63 T L
: MUD LOGGER 64 7.000 7.000
—> | RENTAL TOOLS AND EQUIPMENT 67 20,000 10.500 30,500
_ | ENGINEERING AND SUPERVISION 63 10,000 5.000 15,000
JOUXX AND WATER 69 18,500 2 000 20,500
TEMENTING — PLUG AND ABANDON 71 £ 000 6,000
MARINE COST 8s
TRUCKING & RAIL FREIGHT 85 1. .000 5.000 8,000 _
GEOLOGICAL SERVICES 89
MISCELLANEOUS AND CONTINGENCIES 90 29 000 s 000 34,000
QVERHEAD 91
TOTAL INTANGIBLE COST 616,850 107,500 724,350
ary. SIZE ACCOUNT 724 ACCOUNT 725
DRIVE PIPE CASING FT. INCHES | 01 o
SURF ACE CASING 350 FT.13-3/3 INCHES] @2 5,800 s 800
vy L€ASING HEADS 03 10,000 16,000
- PRNODUSTION CASING 2 .lcc FT. 5 lll') ANCRES na - R . 25 ,GCG 23 ,GGG
r | PRODUCTION TUBING 14,500 FT. 2-7/8 INCHES | 05 |- - e 74,000 74,000
o |CrRisTMAS TREE 07 " 3 10,000 10,000
- | PACKER AND PRGOUCTION TUBING ACCESSORIES 08 IR 3,000 3,000
< | INTERMEDIATE CASING 3,500 FT. 9-5/8 INCHES | 09 43,000 F"'T—"""‘""'" 43,000
I ] ORILLING LINER 12.000 FT. 7-5/8 INCHES | 10 165,000 165,000
MISCELLANIOUS AND CONTINGENCIES 29 10,000 6,000 15,000
TOTAL TANGIBLE COST 233,800 124,000 357,800
TOTAL COST THRU CHRISTMAS TREE 53,650 231,500 1,062,150
e e PRODUCTION EQUIPMENT Suoek) ACCOUNT 730
W.IQWNER. X OWNERSHIP B ORAGE TANK 1 10,000
Midland IIIX . WALKWAYS AND STAIRWAYS 13 ‘
. . CHEMICAL LUIARICATORS 14 |
R B <rpanavonc i5
. W oeMYDRATORS 16
. l TREATING EQUIPMENT 17
R METERS & REGULATING EQUIF. 1R 2.000
L B FIELOPIPELINES 19 5,000 I
. [} LEASING BUILDING & DWELLING | 20
R [l FACILITY INSTALLATION 30 3,000 |
. R M!SCELLANEOUS/CONTINGENCIES | 90 4,300
R N Gas Pak 2% ,000 ]
= H TOTAL PRODUCTION ECUIPMENT 49,500 1,131,650 l
. -
AMIAEN CAate Fia. OA3J E PRESIDENT LORATION | GATE 1
/5/:\ /v«//p’/z‘ ! AT
#GE Co DAY HOLE PRODUCER brevastDey 7 Date “‘c? pate
NTEREST D o - /p/? ""‘:” ol "‘ﬁ/7




XIFVISILITy
Flop idn Gas Exploration ‘_J Midland l 3,2 ]
Y l.un le - - ST i —— Q_l Il ___1___1_
PO L1 S0 L vave we| wont s V@) WILDCAT {2 DEVELOPMENT M esrionatony | PHROVOSEO WELL DEPTH
00,46 010, 11041 C3 necomeiere © nepatn ProYOSEO 14,500" SUPPLEMENT

WELL WAME
_Ross Draw {7

LOCATION
1,980' FSL and 1,980' FEL Section 26, T-26-5, R-30-E

CO/PARISH STATE FIELD
Eddyv NM
I'TEM DESCRIPTION sus| DRILLING cOST COMPLETION COSY TOTAL
AIC ACCOUNT 720 ACCOUNT 721
COMPANY LABOR o
PERMITS AND SURVEYING 19 2 500 1 500
CASING TOOLS CREWS AND TONGS 50 9 <qn 9 <00
CONTRACT GAILLING Fr.es JFT. 51 ¥ RS '
CONTRACT DRILLING DAYS@$  /DAYS | 52 42 000 S sonts 242 000
COMPLET!ON RIG DAYS@S oavs | 53 S0 eran
BITS , 54 24,500 24,500
ROAD, DIRT WORK, PIT AND RESTORATION 6 16500 16. 500
CEMENT AND SERVICES 57 32 .000 15.000 47.000
Ly [ DRILLING MUT AND CHEMICALS 58 183000 183.000
_s | ELECTRICAL LOGGING & SURVEYS se ! 17,000 17,000
o | sTmMuLaTIONS 60 |p.ovsaioa ey
— | PERFORATIONS il R e 1
(’9 TESTING 62 4 .000 4.000
= | CORE ANALYSIS AND CORING 63 -
- |LMUD LOSSER 64 22.500 22,500
> RENTAL TOOLS AND EQUIPMENT 67 87.500 87.500
— | ENGINEERING AND SUPERVISION 68 B
FUEL ANDWATER 69 74 . 000 74 .000
CEMENTING — PLUG AND ABANDON 71
MARINE rOST 85 -
TRUCKING & RAIL FREIGHT 86 55 000 55 000
GEDLOGICAL SERVICES 89
MISCELLANEDUS AND CONTINGENCIES 90
OVERHEAD 91
TOTAL INTANGIBLE COST 751,000 15,000 806,000
aty. SIZE . ACCOUNT 724 | ACCOUNT 725
DRIVE PIPE CASING FT, INCHES | o1
SURFACE CASING ‘ FT. iNcHES | 02
w | CASING HEADS 03
_2 | PRODUCTION CASING FT. INCHES | 04
3 | PRODUCTION TLUBING FT. "INCHES | 05
5 CHRISTMAS TREE 07
- | PACKER AND PRODUCTION TUBING ACCESSORIES 08
< | INTERMEDIATE CasiNG ©OFT. INCHES | 09 S
p= | ORILLING LINER - FT. INCHES | 10
MISCELLANIOUS AND CONTINGENCIES 29
TOTAL TANGIBLE COST
TOTAL COST THRU CHRISTMAS TREE , 306,0{}{3
PRODUCTION EQUIPMENT Sub sk ACCOUNT 7230
Wl OWNER % OWNERSHIP STORAGE TANK »
Midland III 10Q, 0C WALKWAYS AND STAIRWAYS 13 - -
. CHEMICAL LUBRICATORS 14
. SEPARATORS 15 o —
. DEHYDRATORS 16 YLy feptd JiRAIAE]
. TREATING EQUIPMENT 17 /] i ~a l-n,?g
. METERS & REGULATING EQUIP. 18 r\\ RUgp =
_ FIELD PIPE LINES 19 | | S —————e L
N T LEASING BUILOING & DWELLING | 20 | UULbL_IlbU LA 1
N FACILITY INSTALLATION 30 FYRIDA GAS
W MISCELLANEOUS/CONTINGENCIES | 90 ' EXPLUHTITON COMPANY
i 2
L YOTAL PRODUCTION EQUIPMENT 806,000 |
CAR I NER Lalk F.G.E.Co VYiCE PRE;IOENr/ OATE » {
%f‘/ —l/’:i zZZ e 0%’/ =
$GE Go Dy mOLtE PROODUCEH PAEPARED BY  ~ OATE 0:7 iuu_AL DATE |
INTERISTY " " g . a'—"“-/_l? 3
- LAKND DATE ENGINEEHRING DATL
cosY s s —_—— el o A € ,..;-;.\ . - ' .
- . e ’ f.




Florlda Fxp]oration Companwy J}’id'l:md e B
FOSPECT NOJremew| watw| (11 WicocaT (DD LEVELEPMINT (L) txrLoraTORY |PHOPOSLD WELI DEPTH
Q 0,4,0 0.1 (D necomprLe 1t (0 REPAIA PROPOSED Qo 200"
wELL ~7\M£" o T e
Plg_. 8 Ross Draw _ (Ross Draw-Delawarc)
OCATH -
1,650' FNL and 1,650' FEL
Section 27, T-26-S, R-30-E
OFARISH SYAYT? sict
Fddy N.M. Wildcat
ITEM DESCRIPTION Sug| DRILLING COST COMPLETION COST TOTAL
AIC ACCOUNT 720 ACCOUNT 721 . _
COMPANY LABOR pio pmoun ].o 35,000 [ _ 35,000
PERMITS AND SURVEYING 19 S04 500
CASING TOOLS. CREWS AND TONGS S0 2,500 0 7,500
CONTYRACT DR!LLING F1. @S 733 51 Rt - 2
CONTHACT DRILLING 3B DAYS @S 45000AYS 52 111,000 L. R s 171,000
COMPLETION RIG 10PAYS®S 11 Q0DAYS 83 | 7 le g St ey 11.000 11.000
BITS 54 20,000 ' 20,000
ROAD, DIRT WORK, PIT AND RESTORATION 56 25.000 S 000 30,000
CEMENT AND SERVICES 57. 16.000 8.000 24 000
ORILLING MUD AND CHEMICALS 58 30,000 1,500 31,500
u 1] -~~~ P
L ELECTRICAL LOGGING & SURVEYS 50 15,000 &4 . 500 _ 19,000
o | sTimuLaTIONS 60 -'.-:-- T TN 1o -
- [ PerFoRATIONS B} _ et 2,500 2,750 _
i TESTING 62 7.000 7.000
= | CORE ANALYSIS AND CORING 63 L
~ | MuUD LOGGER & 7,500 7.500
» | RENTAL TOOLS AND EQUIPMENT 67 10,000 5.000 15,000
_ | ENGINEERING AND SUPERVISION 68 12.000 3,000 15,000
FUEL AND WATER 69 25,000 2,000 27,000
CEMENTING — PLUG AND ABANOON § 5 000 5 000
MARINE COST 85 _
TRUCKING & RAIL FREIGHT 86 5 000 -5 .000 10.000
GEOLOGICAL SERVICES &9
MISCELLANEOUS AND CONTINGENCIES 90 18.000 1 ann 21 00N
OVERHEAD a1
TOTAL INTANGIBLE COST ) 404,500 55,000 459,500
ory. SIZE ACCOUNT 724 | ACCOUNT 725
CRIVE PIPE CASING ET. INCHES | o1 P ST SO
SURFACE CASING 330FT. 13-3/8 'NCHES | 02 6.000 L;_,,__,A_zm_,:;g}-r‘ 6 000
o | CASING HEADS : e 3,500 2,500 6,000
_ | PRODUCTION CASING 9.200F7 Slg INCHES | 04 r*"'?&'&_ﬁz 58 000 SR _0an
ol anme.iny i an~ ~ e - ~ o~ e misuice Ae 0. o
S TRSSUCTICN TUSING 3,20077%. Z-54g """ Vo - BT e 28,500 28,500
— I CHRISTMAS TREE 07 -:‘J-rd«"«"'x.» 5000 S 000
3 PACKER AND PRODUCTION TUBING ACCESSORIES 08 F--. TR e 4L 000 4000
- N PR o -t g
¢ |INTERMEDIATE CASING 3 6QQ FT. 9-5/8 INCHES | 09 47.000 FIE=isniTm 47,000
- } DRILLING LINER T FT. INCHES | 10
MISCELLANIOUS AND CONTINGENCIES 29 2.500 5000 7.500
TYOTAL TANGIBLE COST 59,000 103,000 162,000
TOT QST THRU CHRAISTMAS TREE 463,500 158,000 621,500
PRODUCTION EQUIPMENT Sud sk ACCOUNT 7230
WI OWNER X OWNERSHIP I S TORAGE TANK T 10. 000
__H:ldl_and 11X ]OO._QQQ” | WALKWAYS AND STAIRWAYS 13
s T . CHEMICAL LUBRICATORS 14 -
e SEPARATORS Gas Pak 15 15,000
. TREATING EQUIPMENT 17
N METERS & REGULATING ECUIP. 18 1,000
FIELD PIPELINES 1a 1.000
. LEASING BUILDING & DWELLING 20
. FACILITY INSTALLATION 30 3,000
R MiSCELLANEOUS/CONTINGENCIES { 90 2,000
' N
‘ 2 TOTAL PRODUCTION EQUIPMENT
32,000 653,500
\RINER DATE f G.£.Co. Vi PHESI[)ENI - OATE .
| ﬂ’ff ///~,,/ // //‘-
$GE Co DAY »OLE PHOOUCER PREPARLD BY DATE GiCaL OATE
NTEREST * * %» %«o‘r‘«/ 4§/39/77
LAND DATE /GI?LLFD\NG DAY,
‘osT $ s — - o4 v e e =
1—4\&.——&_‘..‘_)_. .ﬂ\_al,']ﬂ - . Y AP K-
N v ! >

N

]



N R TVEs AR Y

FLOKIDA LEXPLOKATION COMI'ANY

WIVIaIUN

Midland

111

PROPOSLOWELL OEPTH

1650 FNL and 1650' FEL

'"”“"‘UT“T'""’] vieit#/ | (7] wiLtoCay FD DEVELOPMENT (2 EXPLORATORY
HtComr °
v,0,46,0 0,20 ,1] O MELETE (D nEPAIR FHOPOSED 12 400"
WLLL NAMLE .
No. 8 Ross Draw (Ross Uraw Prospect)
LGLATION

Section 27, T-26-S, R-30-F

COPARISH STATE FIELD
Eddy iy Ress Draw (Wolfcamp)
' TEM DESCRIPTION sus | DRILLING COST COMPLETION COST TOTAL
A ACCOUNT 720 ACCOUNT 721
COMPANY LAROR o1
PERMITS AND SURVE YING 19
CASING TOOLS, CREWS AND TONGS 50
CONTRACT DRILUING FT.@s IFT. 51 S g
CONTRACT DRILLING DAYS @S IDAYS | 52 102,000 iR e e 102,000
COMPLETION RIG DAYS@$ oavs | 53 RS ts s .
BITS 54 6,000 6,000
ROAD, DIRT WORK, PIT AND RESTORATION sE
CEMENT AND SERVICES 57 10,000 10,000
DRILLING MUD AMD CHEMICALS 58 15,000 15.000
'j' ELECTRICAL LOGGING & SURVEYS 59 15,000 1,000 16,000
= | STIMULATIONS 60 PlUE~REnSE T
— | PERFORATIONS 61 Feoiue ety 1.090 1.000
© [ TesTiNG 62
Z I'Frnc anatveic anD conIng o3
: MUD LOGGER 64 8,000 8.000
= | BENTAL TOOLS AND EQUIPMENT 67 15,000 15.000
__ 1 ENGINEERING AND SUPERVISION 68 9.000 9 000
FUEL AND WATER LE] 20,000 20,000
PLUG AND ABANDON COSTS kA] i
MARINE COST 85
TRUCKING & RAIL FREIGHT 86
GEOLOGICAL SERVICES 89
MISCELLANECUS AND CONTINGENTIES 50 5,000 5,000
CVERHEAD 51
TOTAL INTANGIBLE COST 205,000 2,050 207,000
oTY. SIZE ACCOUNT 724 ACCOUNT 725
DRIVE PIPE CASING FT. INCHES | 01 -l e -
SURFACE CASING FT. incHES | o2 b S P
1w L CASING HEADS 03 2,000 2,000
_3 } PRODUCTIONCAE1G-Liner1200°T. 43 INCHES | 04 - 1 16 0NN 16 _non
@ | PrRODUCTION TUBING 11,800 FT. 2—3/g~cues 05 - 1 63,500 63.500
— | CHRISTMAS TREE o7 } 20,200 20,200
g PACKER AND PRODUCTION TUBING ACCESSORIES 08 . 5,000 5,000
« | 'NTERMEDIATE CAsING 11,800 F1. 7 INCHES | 09 42,000 }. - 42,000
#— | DRILLING LINER F1. INCHES | 10
AISCELLANIOUS AND CONTINGENCIES 29
TOTAL TANGIBLE COST 42,000 106,700 148,700
TOTAL COST THRU CHRISTMAS TREE 247,000 108,700 355,700
) PRODUCTION EQUIFMENTY Sub sk ACCOUNT 730
F.X. OwNER % OWNERSHIP STORAGE TANK -
Midlaund TIY 100 0000 WALKWAVS AND STAIRWATYS i3
. CHEMICAL LUBRICATORS 14 .
. sepanaTORS 1€ B
. DEHYDRATORS 16
. TREATING EQUIPMENT 17
. METERS & REGULATING EQUIP, 18
. TiCLDFITELINES 19
R LEASING BUILDING & DWELLING 20
. PUMPING UNIT, MOTCR ra)
. FACILITY INSTALLATION 30
2 MISCELLANEOUS/CONTINGENCIES | 90
. TOTAL PRODUCTION EQUIPMENT 355,700
ANINL K -~ UATE +.G.E.Co. \ﬂ:uktsm;;w TOATE
P //( /7'///‘//—41 I ///.?//?
Vet (o LUHY HOLE FRODUCE H PACPAHLD BY .- DATE GEOLOGICAL DATE
INTIRESY x % /0{!,:__2 Q—-u-’-’ /! />7/7/
b —— LAND Q DATE }NCGI‘N,..IHING . DATE
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AGFORGE H. HIUNEER, 7
DON M. FEDRIC

LAW OTI'iveEs ur

HuNkER- FEDRIC, P. A
SUITE 210, HINKLE BUILDINO
POST OPFICE BOX 1AQY
ROSWELL, NEW MEXICO 88201}

ko

AREA CODE BOB

December 20, 1979

Mr. Joe D. Ramey, Secretary-Director

New Mexico 0il Conservation Division

New Mexico Department of Energy > (o 76/’.»2
P.0. Box 2088 C?Cbil

Santa Fe, New Mexico 87501

‘Re: VNon-Standard Unit
. T-26-S, R-30-E
‘ “”,Eddy County, New Mexico

Dear Mr. Ramey: 3 oo T

[
,l\
1 ‘l

(\

We hand you herew1-h tﬁe orlglnal ar.d two copies of
Florida Exploration Comnanv's Annldpatinn far a Nan-Qtardard
Gas Well Unit, Eddy County, New Mexico, which said application
is self- explanatory We would like very much for you to put
this on the docket of examiner cases to be heard on January 16,
1980.

Your assistance in this regard is appreciated. With
all good wishes for a Happy Christmastime and a Splendid
New Year.

Sincerely yours,

HUNKER-FEDRIC, P.A.

GHE :dd
Enc.

xc: Florida Exploration Company
Suite 900 Vaughn Bldg.
Midland, Texas 79701
Attn: James W. Rogers,
Division Land Manager

TELEPHONE 6R®-R700Q
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NEW MEXICO DEPARTMENT OF ENERGY

OIL CONSERVATION DIVISION

APPLICATION FOR APPROVAL OF
NON-STANDARD CAS WELTY IMITT

TR e e A LV N ve At VLY A L,

ROSS DRAW AREA,
EDDY COUNTY, NEW MEXICO

Crotr. L7942

Florida Exploration Company, Suite 900 Vaughn Building,
Midland, Texas 79701, hereby makes application for Division
approval of a Non-Standard Gas Well Unit, and in support
thereof, shows:

1. That Applicant is the Designated Agent for the
Gevelopuent and operation of the Ross Draw Unit, a Federally
approved producing unit which includes within its exterior
boundaries the NE% of partial Section 33, all of partial
Section 34, and all of partial Section 35 and other lands in
Township 26 South, Range 30 East, N.M.P.M., Eddy County, New
Mexico, which said sections are all irregular in that they are

- T 3 1 1

e 2 . . 3 =
Sitidaved &4 Ui niorih s81ge oz

thie Kew HMexico-Texas state line.
2. That Applicant desires to drill a test well for gas
and associated liquid hydrocarbons to the Wolfcamp formation

to an estimated depth of 12,250 feet (with an option to drill

said test well at Applicant's option to the Morrow formation

—~ o~ — — h I, | PR, bl A Y
at a 14,500 feet) at a legal {orthoudox)

iocation approximately 760 feet from the North line and 1,980

feet from the West line of Section 34, Township 26 South, Range
30 East. That Applicant proposes to form a Non-Standard
Unit crossing a section line, consisting of and to which will be

dedicated the following described tract:

Township 26 South, Range 30 East, N.M.P.M.
Section 33: Lots 1 (24.80 acres), 2 (24.78 acres),

NAINE% go
Section 34: Lots 2 (24.98 acres), 3 (24.87 acres),
L (245.82 acvres), NWHRNEZL, NiiWa;
&2 8o
containiqg 324 .25 acres, more or less.
L 2
2¢93
1¢.87
2¢.87
2¢.§o
2793
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3. That the approval of a Non-Standard Gas Well Unit
will be in the interest of conservation, the prevention of
waste, and will not adversely affect correlative rights.
This Application is made pursuant to the provisions of
N.M.0O.C.D. Rule 104 D II.

Applicant requests a hearing before an examiner at an
early date, and prays that its Application for Non-Standard

Gas Well Unit above described be approved.

Respectfully s hmitted,

HUNKER-FEDRIC, P.A.

Attorneys for Applicant, 3
Florida Exploration Company
P.0. Box 1837

Roswell, New Mexico 88201
(505) 622-2700




NEW MEXICO DEPARTMENT OF ENERGY
OIL CONSERVATION DIVISION

APPLICATION FOR APPROVAL OF
NON-STANDARD GAS WELL UNIT, : S
ROSS DRAW AREA, e A T
EDDY COUNTY, NEW MEXICO FUT R

I E
Florida Exploration Company, Suite 900 Vaighn Building,
Midland, Texas 79701, hereby makes application for Division
approval of a Non-Standard Gas Well Unit, and in support

thereot, shows:

J L e P a3 A =S I
1. That Applicant is the Designated Agent for iLhe
o 3 -~ ) v [PROR T - TT__ 2 > - TN 5 LR
develonment znd operaticn of the Ross Draw Unit, a TFederally

approved producing unit which includes within its exterior
boundaries the NE% of partial Section 33, all of partial
Section 34, and all of partial Section 35 and other lands in
Township 26 South, Range 30 East, N.M.P.M., Eddy County, New
Mexico, which said sections are all irregular in that they are
situated on the north side of the New Mexicn-Texas state lina,
2. That Applicant desires to drill a test well for gas
and associated liquid hydrocarbons to the Wolfcamp formation

to an estimated depth cf 12,250 feet (with an option to drill

said test well at Applicant's option to the Morrow formation

at an estimated depth of 14,500 feet) at a legal /{orthodex)
location approximately 760 fect from the North lime and 1,580

feet from the West line of Section 34, Township 26 South, Range
30 East. That Applicant proposes to form a Non-Standard Gas
Unit crossing a section line, consisting of and to which will be
dedicated the following described tract:

Township 26 South, Range 30 East, N.M.P.M.

Section 33: Lots 1 (24.80 acres), 2 (24.78 acres),
NENEX

Section 34: Lots 2 (24.98 acres), 3 (24.87 acres),
4 (74.87 acres), NWANEY NN,

containing 324.25 acres, more or less.



3. That the approval of a Non-Standard Gas Well Unit
will be in the interest of conservation, the prevention of
waste, and will not adversely affect correlative rights.

This Application is made pursuant to the provisions of

N.M.C.C.D. Rule 104 D I1.

Applicant rejuests a hearing before an examiner at an

early date, and prays that its Application for Non-Standard

Gas Well Unit above described be approved.

Respectfully submitted,

HUNKER-FEDRIC, P.A.

D e e ity \
eorge H. WMunker, Jr.
Attorneys for Applicant,
Florida Exploration Company
P.0O. Box 1837
Roswell, New Mexico 88201
(505) 622-2700

ettt (i




NEW MEXICO DEPARTMENT OF ENERGY

OIL CONSERVATION DIVISION

APPLICATION FOR APPROVAL OF

NON-STANDARD GAS WELL UNIT,

ROSS DRAW AREA, '

EDDY COUNTY, NEW MEXLCO R

Florida Exploration Company. Suite 900 Vaughn Building,
Midland, Texas 79701, hereby makes application for Division
approval of a Non-Standard Gas Well Unit, and in support
thereof, shows:

it is the Designated Agent for the
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dawe the Ross Diaw uUnit, a rFederally
approved producing unit which includes within its exterior
bounaaries the NE% of partial Section 33, all of partial
Section 34, and all of partial Section 35 and other lands in
Township 26 South, Range 30 East, N.M.P.M., Eddy County, New
Mexico, which said sections are all irregular in that they are
situated on the north cide of the Neow Meyi
2. That Applicant dcsires to drill a test well for gas
and associated liquid hydrocarbons to the Wolfcamp formation
to an estimated depth of 12,250 feet (with an option to drill
said test well at Applicant's option to the Morrow formation
at an estimated depth 500 feect) at a
location approximately 760 feet from the North line and 1,980
feet from the West line of Section 34, Township 26 South, Range
30 East. That Applicant proposes to form a Non-Standard Gas
Unit crossing a section line, consisting of and to which will be

dedicated the following described tract:

Township 26 South, Range 30 East, N.M.P.M.

Section 33: Lots 1 (24.80 acres), 2 (24.78 acres),
NENEX
Section 34: Lots 2 (24.98 acres), 3 (24.87 acres),

. ;" AT LATETIL .
L (24 82 2crec), NUWINEL - NIMUL,

containing 324.25 acres, more or less.




3. That the approval of a Non-Standard Gas Well Unit
will be in the interest of conservation, the prevention of
waste, and will not adversely affect correlative rights.

This Application is made pursuant to the provisions of

|
N.M.0.C.D. Rule 104 D II. |
Applicant requests a hearing before an examiner at an '

early date, and prays that its Application for Non-Standard

Gas Well Unit above described be approved.

Respectfully submitted,

HUNKER-FEDRIC, F.A.

By%"“ ’r,//;::-,(‘ AN

Vs

Leorge H. er, Jr. v
Attorneys for Applicant,

Florida Exploration Company

P.0. Box 1837

Roswell, New Mexico 88201

(505) 622-2700

T



Docket No. 2-80

Dockets Nos, 3-80 and 4-B0 are tentatively set for January 30 and February 13, 1930. Applications for
hearing must be filed at lcas: 22 days in advance of hcaring dn;p.

DOCKET: EXAMINIR_HEARING - UEDNESDAY - JANUARY 16, 1580

9 AM. - QIL CONSERVATION DIVISION CONFERENCYE ROQM,
STATFE LAND OFFICLI BUTLDING, SANIA FE, NEW MEXICO

The following cases will be h:xard before Daniel S, Nutter Fxaminer, or Richard 1. Staincis, Alicinaite Daauineis
ALLOWABLE: (1) Consideraticn of the allowable production of gas for February, 1980, from fiftecn prorated

pools in Lei, Eddy, and Chaves Countices, New Mexico,

(2) Consideratrfon of the allowable production of gas for February, 1980, from four prorated

pocles an San Juan, Rio Arviba, and Sandoval Counties, Bew Mexico.

CASE 6787: 1In the matter of the hearing called by the 0il Conservation Divisfon on {ts own motion to consider
the approval of 12 non-standard proration units ranging in sfze from 261,51 acres to 334.24 acres
for 320-acre spaced pools, and 19 non-standard proration units ranging in size from 162.65 acres
to 207.57 acres for 160-acre spaced pools, all of the aforcsaid units being in and resulting from
the irregular size and shape of Sections 1 thru 7 and 18, 19, 30, and 31, along the North and West
sides of Township 28 North; Ranpge 3 Vlest, Rio Arriba County.

CASE 6788: Applicaticn of Amoco Preduction Company for a dual completion, Lea County, New Mexico,
Applicant, in the above-styled cause, seeks approval for the duzal completion (conventional) of its
South Mattix Unit Well No. 35 located in Unit F of Section 15, Township 24 South, Range 37 East,
to produce gas from the Fowlier-Upper Paddock Pool and oil from the Fowler-Drinkard Pool thru
parallel strinzs of tubing.

CASE $789: Application of Knox Industries, Inc. for an unorthodox oil well location, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks an exception to the well location requirements of the
Scharb-Bone Springs Pool as promulgated by Order No. R-2589 to permit its New Mexfco State Well No.
2 to be drilled in Unit H of Section 1, Township 19 South, Range 34 East, the E/2 NE/4 of said
Sectilen 1 to Yo dadizatad 5 Lle wells

CASE 67%0: Application of Merrion & Bayless for gas well commingling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks permission to temporarily commingle certain of its
Pictured Cliffs gas wells in Sectiens 1, 2, 3, 9, 10, and 11, Township 26 North, Range 13 West,
in a common gathering system and meter the entire iease output through the purchaser's sales meter
located in Unit M of said Section 7.

CASE 6784: (Continued from January 3, 1980, Examiner Hearing)

Application of Merrion & Bayless for a non-standard proration unit and an unorthodox gas well loca-
tion, San Juan County, New Mexico. Applicant, in the above-styled cause, seeks approval for a 640~
acre non-standard gas proration unit comprising the W/2 of Section 18 and the W/2 of Section 19,
Township 32 North, Range }4 West, Barker Creek-Paradox Pool, to be dedicated to ire Hte Uall No_ 7
at an unorthodox location 1685 feet from the South line and 3335 feet from the East line of said
Section 19,

In the alternative, applicant seeks an order force pooling all of said Section 19 to form a standard
640-acre unit,

CASE 6791: Application of Nolly Energy, Inc. for am urorthodox gas well location, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks approval for the unorthodox location of its State 30
Well Wo. 1, a Morrow test to be drilled 660 feet from the North line and 840 feet from the East
line of Section 30, Towaship 17 South, Range 28 East, the N/2 of said Section 30 to be dedicated
to the well,

.f’EKEE’;;;;: Application of Florida Exploration Company for a non-standard gas proration unit, Eddy County, New

~— Mexico, Applicant, in the shove~styled cause, seeks approval of a 324.25-acre non-standard gas
proration unit comprising Lots 1 and 2 and N/2 NE/4 cof Scction 33 and Lots 2, 3, and 4 and NW/4 NE/4
and N/2 ¥W/4 of Section 34, all in Township 26 South, Range 30 East, Ross Draw Area, to be dedicated
to a well to be drilled at a standard location thereou.

CASE 6793: Application of Meadco Properties, Ltd. fur an exception io Order No. R-111-A, Eddy County, New
Mexico. Applicant, in the above-styled cause, seeks an exception to the casing-cementing rules
of Order No. R-111~A to permit a proposed well in Unit E of Section 4, Township 21 South, Range
2% East, to be completed by setting surface casing at 550 feet and production casing at total depth
and cementing both casing strings to the surface,

CASF _6794: Application of Caulkins 0il Company for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above~styled cause, seecks approval for the downhole commingling of Tocito Gallup
and Dakota production in the wellbore e¢f its Breech "D* Well No. 140 located im Unit A of Secticn
11, Township 2b North, Range 6 West.
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DRAFT STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
dr/ OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

" _ CASE NO. 6792

\ Order No. R- .70

& V|| APPLICATION OF _FLORIDA EXPLORATION COMPANY
\ TS | 2
(X\Ki FOR A NON-STANDARD /PRORATION UNIT, }*ﬂékf

EDDY COUNTY, NEW MEXICO. vy, \

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on January 16 !

1980 , at santa Fe, New Mexico, before Examiner Daniel S. Nutter

NOW, on this day of January ¢ 1930 . the Division

Director, having considered the testimony, the record, and the

recommendations of H’ze Examiner, and keing fu

premises,

FINDS:

(1) That due public notice having been given as required by i

law, the Division has jurisdiction of this cause and the subject

(2) That the applicant, Florida Exploration Company 4

seeks approval of a 324.25 ~acre non-standard gas proration unit
and Lots, 2, 3, and 4 and NN/4 NE/4

comprising ¥He Lots 1 and 2 and N/2 NE/4  of Section 33/

and N#E fiW/4 of Section 34, all in Town- T
{|ship 26 South ’ Range 30 East —r B NMPM, to be dlcated to

Hoxxx a well to be drﬂ]ed at a staﬁoérd 'Io{,atmn
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(8) That the entire non-standard proratlon untkn
ns

Lcolca«cﬁ
be pregumed productive of gas from the
+aruajwus or both

GHEXPYSL and that the entire non-standard gas prcration unit can

Y reasonabl
7’Vm‘ﬁ-ﬁ\-

1

be efficiently and economically drained and developed by the -

aforesaid well,




(8) That approval of the subject application will afford
the applicant the opportunity to produce-hg just and equitable

me e MNaad
Voo Ui wad!:'d,

UEEPESY} will prevent the economic loss caused by the drilling of
unnecessary wells, avoid the augmentation of risk arising from
the drilling O“T an excessive number of welis, and will otherwise
prevent waste and protect correlative rights.

IT IS THEREFORE ORDERED:

(1) That a 324.25 -acre non-standard gas proration unit
in the Ross Draw area XOEAXPREY compricing &hb
Lots 1 and 2 and N/2 N5/4 of Section 33 and Lots 2, 3, and 4 and NW/4 NE/4 and
. N/2 NW/4 of Section 34_ 211 i TOwnship 2 Sauth .
Range 30 East » NMPM, Fddv (‘nn'ﬂ-v- Moy - Mex:-_cn'

by mdp {120, Floynda. Oration
is hereby established and dedicated to xxts a well to be drilled,

He He We sfovusadion awd possiply Vo Hhe %mg)&kma«.-@omaﬁm at a
5tandard locaticn thereon. X¥xFoeated-in-brie------------ of -said-

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.
cc, on the day and year hereinabove

DONE at Santa Fe

oy Masr
A R A

designated.




