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1 MRO OSTAMETS: We will call next Case 5939.
2 MS. TESCHENDORI':  Case 5939, application of C&K

3 fFetroleun, Inc., for compulsory pooling and an unorthodox
4 #location, Eddy County, Mew Mexico.

5 MR, KELLAHIN: Tom Kellahin of Kellahin & Fox,
6 |Santa Fe, New Mexico appearing on behalf of the applicant

7 land I have one witness to be sworn.

8 (THEREUPON, the witness was duly sworn.)
= 9
b
w = i
2 3 10 ELRL CARRTNLR
Z o
3'§3~ 11 {lcalled as a witness, having been first duly sworn, was examined
m%z— .
-, ~
= foe . R
T ite 12 fland testified as {nlliows:
&332
xXAg
£ $ail 13
£ ety
3
- 2]
g 14 DIRECT EXAMINATLON
: Q id
sid
. ~ i 15 118Y MR, KELLAHIN:
% 3
3 16 0 lease state your name, by whom you are enployed

17 fland in what cavacitv?

18 A My name 1is Farl Caertner, I'm employed as a

1g fjconsultant for C&X Petroleum in Midland, Texas.

20 n Have vou previously testifi-d, Mr. Gaertner, before
21 [[the Oil Conservation Commission and had your qualifications
22 |85 an expert witness accepted and made a matter of record?

23 2. Yes.

24 MR. KELLAHIN: If the IExaminer please, are the

25 |witness' qualifications acceptable?
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MR, OSTAMETS: My, (Gaertner, what kind of a consultant
MR, GAERTNER: CGeological consultant.
MR OSTAMETS: Okay, the witness is considered
qualified.
0. (Mr. Kellahin continuing.) Would vou refer to what
has been marked as Exhibit Humber One, identify it and tell
us what C&K Petroleum is seeking?
A Erxhibit Number One is a land plat of the Carlsbad
area shcwing the location of a three hundred and twenty acre
unit, being the west half of Section 7, Township 22 South,

Range 27 Fast that we are presently communi
o I <

izing for the
purpose of drilling an eleven thousand six hundred foot Morrow
sand test.

0 Do you propose to dedicate the west half of this

section to the well?

R That is correct.

0. And C&K Petroleum reauests to be designated the
operator?

A That 1s correct.

0. Would vou please refer to Fxhibit Number Two and

identify it?

A Exhibit Number Two is a plat map showing the various

subdivisicns in the west half of Section 7 and showing the

various interests that we are asking to be force pooled.

If vou will look at the legend at the bottom you will see a

oy
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o
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series of boxes. The purple, of course, is Michael P. Grace's
acreage and is spread throuchout the west half. The City of

Carlsbad is in green and, incidentally, the City of Carlsbad

asked to he force pooled. Ue talked to them and they fe;t
that this would e the bestvprocedurc as far as they are con-
cerned. ilichael Grace, we have never been able to establish
any communication with him at all. All of our telephone calls
and correscvondence goes unanswered.

0. Wha% is the red color code?
A The red is various individual tract owners, in most
cases one individual or perhaps a series of individuals many of
whom we have contacted and are still in the process of attemptir
to lease. Mow, some of these individuals had already expressed
the fact that thev will not lease and they desire to be
force pooled but we are qoing to continue to work with these
other indiwvicduals until the time we commence or even after we
commence the well to lease som2 of these people. Many of
these interests are out-of-state and difficult to get in
contact with or establish a working relationship with.

Q fiow many acres in this half soction are owned by
Mr. Crace?

he Mr. Grace has, according to our compilation, twenty-
two point three acres. The City of Carlsbad ten point three
acres and these various individual tracts eleven point nine

acres.

)
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0 The application of CaX Yetroleum in this case
indicates the nomes and oddresses of all of these individuals,
ilave vou examined thoz¢ names and addresses, Mr. Gaertner?

£ Yes, sir.

0 Lnd are thev correct and current to the best of

vour knowlecdce, information and bhelief?

P ‘es, they are

0 Pilease refer to Exhibit Number Three and identify
it?

A nipit liumber Three is & location plat. ‘“ir. John
Lewis, a professional survevor located in Carlsbad, surveyed
this an unorthodox location.

ES Zxhibit “umber our is a series of letters sent to
offser cperators indicating to them, of course, that we were
£ilin¢ an unorthodox locaticn and asking for an acceptance
from them. Ve have replies from all of the offset operators
except Mr. Grace. All were favorable.

o wWould you run through those offset operators for
me guickly, tell me who they are?
A M1l right. The first operator, of course, is Mr.
Grace; the second offset operator is Cities Service; the third
is Mr. P. 7. Bennett, a local oil man there in Midland; Belco

Petroleun and Allen J. Antweil.

0. 211 right, sir. ‘tould yvou refer to Lxhibit Number
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¥ive and identify that for us?
A Exhibit Number Five is a copy of an aerial photograph
showing the west half of Section 7. I don't know, it is a
littile hard perhaps to discern exactly what we are looking at
her2 but we attempted to stake an orthodox location. The
orthodox location would fall approximately where the Rose
Gravel Company is located so there 1s a tract of land that
appears black cor dark gray on the photograph just to the
southwest of the Rose Gravel Company. We thought that we could
p0ssibly gat a location in at that »oint but when we went and
investigated the location we found that this was currentlv
being worked for the oravel and there was a road across there
and they were algo using thls as a backfill area so we were
not able to place the location.

iow, we'we got the Dark Canyon drainage, of course,
facing us and althouqgh the Dark Canvon is dry most of the time,
mavbe for vears at a time, occasionally there is a severe
flood so we didn’'t want to ¢go down in the bottom of the drain.

0 tiow have you located your pronosed unorthodox

location on this plat?

This was by on-site inspection and picking the best
feasible spot other than one that we had otherwise selected.
It is a flat area, it is above any possible flood area. It is
adiacent to a cemeterv and well away from any houses.

low was that location identified on the plat?

IR A ST Y
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A The footage or -- well, the location is, of course

just below --

0. The word "location" where it has the red ¥7

H% Where it has the red X or the red cross.

n What is the footage location?

A The footage, I bhelieve is seven sixty from the south

line and six ninety from the west line of the section.
0. Please refer to Exhibit Number Six and identify it?
A Erxhibit Number Six is a production map showing the
production to 1-1-77. The upper figure is the average monthly

production during the 1976 production vear. The lower figures,

the first ficure in parenthesis is the number of producing
months, total producing months and the second figure is the
cumulative production from the various wells in here.
Production, of course, varies all of the way from

marginal to good to very good with a number of dry holes
spotted over the map.

0 C&¥X recently ﬁad an application for a forced pooling
case approved by this Commission, where is that acreage?

A That would be the south hall of Section 12.

Q. What was the risk factor assigned to that well in
the south half of Section 122

A Two hundred percent.

o Continue with your testimony?

A The reason for showing the production map, upon close
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inspection, of course, vou will see that the production does

vary greatly. We feel reasorably secure in drilling this

location but our experience has bhcen up in this area that some
of the best locations turn out to be the dry holes and some
that we think are the worst are the hest and vice versa so we
feel lile ﬁhere is a certain amount of risk involved.

0. In vour opinion, Mr. Caertner, what is the percentage

risk involved in drilling a well at this location?

I Two hundred percent.
0. Upen what do vou bace that?
3 Wlell, aqgain, based on Morrow experience, and area

exnerience.

I Is this the same exhibit that was presented in the
previous C&¥ Petroleum case where the south half of Section 12
k. it has been revised since then. I think the previous
exhibit extended through the first five months of 1976 and

the first six months, this has been revised up to 1-1-77 now.

0 All right, sir, Exhibit Number = «n?
A Eyxhibit MNumber Seven is simply a structural map

based on a unit that I map on in the middle Morrow to just show
tha structural configurations. I don't really think it has

m. ... significance in that the Morrow is a stratigraphic play

anyway.
0. 11l right, Exhibit Number Fight?
% Srxhibit Number Right is a cross section along those

sz, art e ermte T DE
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lines we depicted on both of my structural maps oand my produc-
tion map with the various producing sands colored in yellow.
The non-productive are the tight sands colored in green and T

have colored a Zew limestone units in in the blue. This is
simply to ¢ive vou a visual presentation of how the productive

sands can varv from one well to another and how prevalent

some of the non-productive sands are also.

0. So would vou identify Exhibit Nuaber Nine for us?
A Txnibit fumber Mine is an AFE prepared by Mr.

Thomvsen with C&X Petroleum. le estimates the cost of a dry
hole to be four hundred and thirty-two thousand dollars, a
completed well aporoximately six hundred and thirty-eight
thousand dollars. Ve feel that these are very realistic
figures, they are based on experience in the area.

In addition to that we are asking for seventeen
hundred and £ifty collars per month charges while drilling and
two hundrad dollars a month on production.

n what were those figures again, Hr. Caertner?
ES Seventeen hundred and fifty dollars per month and
tvwo hundred dollare a month,

0 Seventeen {ifty being the charges while drilling and

two hundred dollars a month after completion of the well?

on production and the production phase.
0. “ere ExhilLits One through dine prepared by you

directly or under your direction and supervision?

T
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A vas, they woere, elther divectly or under my
supervision.

2 In.youx opinion, ®r. Cacertney, will approval of this
application be in the best interests of conservation,
prevention of waste and the protection of corvelative rights?

A Yes, it will.

MPL VELLADNIN:  If the

xaminer please, we move the
introduction of Exhibits One throuqh MNine.
M2, STAMMTS: The exhilbits will be admitted.

(THERDUPON, Applicant Exhibits One throucgh

liine were admitted into evidence.)

YELLANIN:  That concludes our direct examination

CROSS EXAMINATION

I8 vr. Gaertner, what efforts have been made to contact
all of these wariocus individual owners that you show on
EZzninic Numher Twos and in the application in this case?

h. We have had a landman on the ground up there off and

1, not continuously, for the last three months and he has

o

contacted ail of the resident peonle that live there in

j Carishad and has corresvonded with cquite a number of people

ornia, some of which we have been able to

lease, ~ost of which we have not been able to but there has
been constant correspondence or contact aoina on, well, for

the last two and a half months. What we intend to do, of
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course, is make one last big wush or effort to cet some of
these interests in.

MR, KELLAHIN: If the Ixaminer please, may wve

vrovide you with copies of letters showing that we have made
at least one effort tb communicate with all of the people
listeé on the application, We have nedqlected to bring that
today but it's available.

A 5. lot of these have been personal contacts too that
we couldn't really substantiots except for me to tell you that
we have made these contacts and are continuing to make contacts

IiIR. STANET3: VYes, the additicens you suggested, Tom,
would he helnful fcr the record.

A

MR

Y. KELLAHIN: Okay.

A e would like to have the acreaqge in because, of
course, it would add to our interest.

0. (xir. Stamets .continuing.) Okay, vour target is all

in Pennsvlvanian in this area, is that correct?

]
0
u
~

of course, with the primary target being the
Morrow.
. STAMETS: Are there any other guestions of the
witness? He may be excused.

(THEREUPON, the witness was excused.)

MR. STAMETS: 1Is there anvthing further in this case?

MR. KZLLAfIIN: No, sir.

MR. STAMETS: The case will he taken under advisement
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