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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF SOUTHWEST ROYALTIES, 
INC., FOR A NONSTANDARD GAS SPACING 
AND PRORATION UNIT AND AN UNORTHODOX 
GAS WELL LOCATION, LEA COUNTY, 
NEW MEXICO 

CASE NO. 12 ,426 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING O CD 
CP r~ 

BEFORE: MARK ASHLEY, Hearing Examiner ^ 
i 

J u l y 13th, 2000 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MARK ASHLEY, Hearing 

Examiner on Thursday, J u l y 13th, 2000, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2040 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

10:58 a.m.: 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,426, 

A p p l i c a t i o n of Southwest R o y a l t i e s , I n c . , f o r a nonstandard 

gas spacing and p r o r a t i o n u n i t and an unorthodox gas w e l l 

l o c a t i o n , Lea County, New Mexico. 

C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent Southwest R o y a l t i e s , 

I n c . , i n t h i s matter, and I have one witness. 

A d d i t i o n a l appearances? 

W i l l the witness please r i s e t o be sworn in? 

(Thereupon, the witness was sworn.) 

CLIFTON MARTIN "MARTY" BLOODWORTH, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

A. My name i s C l i f t o n M a r t i n Bloodworth. I go by 

Marty, nickname. 

Q. Where do you reside? 

A. I res i d e i n Midland, Texas. 

Q. Mr. Bloodworth, by whom are you employed? 

STEVEN T. BRENNER, CCR 
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A. I'm employed by Southwest R o y a l t i e s , I n c . 

Q. And what i s your p o s i t i o n w i t h Southwest 

Royalties? 

A. I n regards t o t h i s case, area supervisor. 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert witness i n petroleum engineering 

accepted and made a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands 

which are involved i n t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. Mr. Bloodworth, have you made a t e c h n i c a l study 

of the area which i s involved i n t h i s case? 

A. Yes, I have. 

Q. And are you prepared t o share the r e s u l t s of your 

work w i t h Mr. Ashley? 

A. Yes. 

MR. CARR: We tender Mr. Bloodworth as an expert 

witness i n petroleum engineering. 

STEVEN T. BRENNER, CCR 
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EXAMINER ASHLEY: Mr. Bloodworth i s so q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y summarize f o r 

the Examiner what i t i s t h a t Southwest R o y a l t i e s , I n c . , 

seeks w i t h t h i s A p p l i c a t i o n ? 

A. Southwest R o y a l t i e s , Inc., i s seeking an 

A p p l i c a t i o n f o r an order approving a 2 00-acre nonstandard 

gas spacing u n i t comprised of the south h a l f , n o r theast 

q u a r t e r ; northeast quarter, southeast q u a r t e r ; and south 

h a l f of the southeast quarter, Section 30, Township 2 6 

South, Range 37 East, Lea County, New Mexico, and an 

unorthodox o i l w e l l l o c a t i o n — excuse me, unorthodox gas 

w e l l l o c a t i o n f o r our Eaves "B" Well Number 20, lo c a t e d 

i n -- excuse me, the f i r s t word should have been " o i l " , 

l o c a t e d a t an unorthodox gas w e l l l o c a t i o n 1440 f e e t from 

the south l i n e , 1429 f e e t from the east l i n e , U n i t L e t t e r 

I , Section 30. 

MR. CARR: Mr. Examiner, there was an e r r o r i n 

the l e g a l ad f o r t h i s case. The ad i n d i c a t e s t h a t t h e r e 

are 280 acres i n the nonstandard u n i t . However, i t i s a 

2 00 u n i t , and the acreage i s c o r r e c t l y describe, so I don't 

b e l i e v e there's any need f o r any f u r t h e r advertisement i n 

t h i s matter. The quarter s e c t i o n i s c o r r e c t l y described i n 

t h a t ad. 

Q. (By Mr. Carr) Mr. Bloodworth, i s the Eaves "B" 

Well Number 2 0 an e x i s t i n g well? 
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A. Yes, i t i s . 

Q. And you're proposing t o recomplete i t ? 

A. Yes, s i r . 

Q. What i s the c u r r e n t s t a t u s of t h a t w e l l ? 

A. The w e l l i s c u r r e n t l y t e m p o r a r i l y abandoned. 

Q. And i n what pool i s i t c u r r e n t l y completed? 

A. Scarborough-Yates-Seven Rivers. The Seven Rivers 

completion i s t e m p o r a r i l y abandoned. 

Q. And when i t ' s recompleted, i t w i l l be i n the 

Scarborough-Yates-Seven Rivers Pool; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Can you e x p l a i n how t h i s pool was a c t u a l l y 

created? 

A. Yes, I can. The r u l e s governing the Scarborough-

Yates-Seven Rivers Pool were set f o r t h i n Order R-2999, 

dated November 23rd, 1965. The Commission found t h a t the 

Scarborough Pool was a separate source of common supply 

from the Jalmat Gas Pool and contracted the boundaries of 

the Jalmat Pool t o create a new pool. The su b j e c t acreage 

i s i n t h a t new pool. 

The Commission provided f o r o i l w e l l s t o be 

spaced on 40-acre u n i t s , no nearer than 330 t o a q u a r t e r -

q u a r t e r l i n e , gas w e l l s t o be spaced on 640-acre u n i t s no 

nearer than 330 t o a qu a r t e r - q u a r t e r l i n e or 1980 t o a 

s e c t i o n l i n e . 
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The Commission f u r t h e r provided s p e c i a l r u l e s f o r 

t h i s pool f o r nonstandard u n i t s . I n order t o q u a l i f y f o r 

an exemption f o r a nonstandard u n i t , the q u a r t e r - q u a r t e r 

s e ctions or l o t s had t o be contiguous, the nonstandard u n i t 

had t o be wholly w i t h i n a governmental s e c t i o n , o f f s e t 

operators were t o give them proper n o t i c e of the 

nonstandard u n i t . The r e q u i r e d 1980 f e e t , or 330 f o r a gas 

w e l l , could be waived i f the unorthodox l o c a t i o n r e s u l t e d 

from an e x i s t i n g w e l l t h a t was d r i l l e d t o a deeper ho r i z o n . 

Q. Now, when we look a t t h i s A p p l i c a t i o n , what 

you're proposing i s a nonstandard spacing or p r o r a t i o n u n i t 

comprised of contiguous sections? 

A. That's c o r r e c t . 

Q. So you meet t h a t c r i t e r i a ? 

A. Yes, s i r . 

Q. They're a l l w i t h i n a s i n g l e governmental section? 

A. That's c o r r e c t . 

Q. So you meet t h a t c r i t e r i a ? 

A. Yes, s i r . 

Q. Notice has been given t o a l l the a f f e c t e d 

p a r t i e s ? 

A. Yes, s i r . 

Q. So t h a t c r i t e r i a i s met? 

A. Yes, s i r . 

Q. And you have met the c r i t e r i a f o r the unorthodox 
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l o c a t i o n — 

A. Yes, s i r . 

Q. — i s t h a t not r i g h t ? 

Now, d i d you s t a t e — I s t h i s a p r o r a t e d pool? 

A. No, i t i s not. 

Q. I f we look at the Eaves "B" Well Number 20, I 

b e l i e v e you t e s t i f i e d you're producing from a deeper zone, 

and i t ' s an o i l well? 

A. I t was o r i g i n a l l y an o i l w e l l , yes, s i r . 

Q. And you're going t o come back up and recomplete 

i n the Yates? 

A. Yes, s i r . 

Q. Let's go t o what has been marked as Southwest 

Royalty E x h i b i t Number 1. Would you i d e n t i f y t h a t f o r the 

Examiner? 

A. Yes, s i r . E x h i b i t 1 i s my o r i g i n a l 

a d m i n i s t r a t i v e a p p l i c a t i o n f o r t h i s proposal, dated 

February 10th of 2000. 

Q. And t h i s matter was u l t i m a t e l y set f o r hearing? 

A. Yes, s i r , I received a l e t t e r from the D i v i s i o n 

on May the 1st of 2000, s e t t i n g the case f o r hearing. 

Q. And i s a copy of t h a t l e t t e r what has been marked 

as Southwest Royalty, I nc., E x h i b i t Number 2? 

A. Yes, s i r . 

Q. And what were the reasons t h a t were given f o r 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

r e q u i r i n g a hearing on t h i s A p p l i c a t i o n ? 

A. The reasons given f o r the hearing were the close 

p r o x i m i t y t o the o r i g i n a l Jalmat Gas Pool. The s t a t e d 

reason was, there was variance between the s p e c i a l pool 

r u l e s f o r the Scarborough Pool and the Jalmat Pool, and 

because of the developing controversy on r u l e 

i n t e r p r e t a t i o n i n the Jalmat Gas Pool, the problem being 

t h e r e a question of 80 acres, 40-acre u n i t s f o r gas w e l l s 

skewing the acreage t o get more gas w e l l s than what they're 

r e a l l y allowed. 

Q. When you f i l e d the a d m i n i s t r a t i v e a p p l i c a t i o n , 

d i d you provide n o t i c e t o a l l a f f e c t e d operators i n 

accordance w i t h O i l Conservation D i v i s i o n r u les? 

A. Yes, s i r . 

Q. Was t h a t provided by c e r t i f i e d mail? 

A. Yes, s i r . 

Q. Was n o t i c e provided t o a l l the operators of 

record of the t r a c t s toward whom the w e l l was being moved? 

A. Yes, s i r . 

Q. Was n o t i c e also provided t o a l l the operators i n 

Section 30, the subject — 

A. Yes, s i r . 

Q. — s e c t i o n t h a t are being excluded by v i r t u e of 

the nonstandard u n i t ? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. Was any o b j e c t i o n received t o your proposal? 

A. None. 

Q. Let's go t o what has been marked E x h i b i t Number 

3. Are these copies of the r e t u r n r e c e i p t s , c o n f i r m i n g 

t h a t n o t i c e of your o r i g i n a l A p p l i c a t i o n was provided t o 

a l l these i n t e r e s t owners? 

A. Yes, s i r . 

Q. Mr. Bloodworth, i s the primary o b j e c t i v e i n t h i s 

r u l e the Scarborough-Yates-Seven Rivers Pool? 

A. Sir? 

Q. Your primary o b j e c t i v e — 

A. Yes, s i r . 

Q. -- the Scarborough-Yates-Seven Rivers Pool? 

A. That's c o r r e c t . 

Q. Are there secondary o b j e c t i v e s ? 

A. There are none. 

Q. Let's go t o what has been marked Southwest 

R o y a l t i e s E x h i b i t Number 4. I ' d l i k e you t o f i r s t e x p l a i n 

what i t i s and then review the i n f o r m a t i o n on the e x h i b i t . 

A. This i s a map of the area showing the t h r e e main 

pools i n the area, showing the w e l l a c t i v i t y and the pools. 

I ' l l e x p l a i n a l i t t l e b i t l a t e r what the bottom i s , but the 

uppermost blue i s the Jalmat Gas Pool, the orange t o the 

east i s the Rhodes Gas Pool, and the pink c o l o r a t i o n i s the 

Scarborough-Yates Pool t h a t we're t a l k i n g about here today. 

STEVEN T. BRENNER, CCR 
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Q. How close i s the proposed w e l l t o the Jalmat Gas 

Pool? 

A. The proposed w e l l i s i n Section 3 0 and has a red 

c i r c l e around i t . I t ' s four miles from the Jalmat Pool. 

Q. And what else i s shown on t h i s e x h i b i t ? 

A. Southwest R o y a l t i e s ' acreage on the Eaves "B" 

lease i s shown i n yellow. Y o u ' l l note there's 280 acres i n 

yellow, but based on the pool p r o v i s i o n t h a t i t has t o be 

contiguous, we've excluded a noncontiguous 40, and the 

o r i g i n a l d esignation of the Scarborough Pool d i d not 

incl u d e t h a t other quarter s e c t i o n t h e r e , t h a t ' s shown. 

Q. The w e l l l o c a t i o n i s i n d i c a t e d on t h a t acreage 

w i t h a red c i r c l e around i t ? 

A. That i s c o r r e c t . 

Q. And i t i s encroaching on Section 29, 31 and 32? 

A. That i s c o r r e c t . 

Q. Those are the owners t o whom you provided notice? 

A. That's c o r r e c t . 

Q. To the west of the proposed l o c a t i o n and outsid e 

the pool are a number of w e l l s . What are those? 

A. Those w e l l s have a l l been plugged. There are no 

a c t i v e w e l l s here now. Southwest R o y a l t i e s maintains the 

lease r i g h t s on those. 

Q. Were they o r i g i n a l attempts t o complete i n t h i s 

i n t e r v a l ? 

STEVEN T. BRENNER, CCR 
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A. They were o r i g i n a l l y Seven Rivers o i l 

completions. 

Q. And do they predate the formation c f t h i s pool? 

A. They do. 

Q. Standard spacing and p r o r a t i o n u n i t s i n t h i s pool 

are 640 acres? 

A. That's c o r r e c t . 

Q. To your knowledge, are th e r e any standard spacing 

or p r o r a t i o n u n i t s i n t h i s pool? 

A. The way the Scarborough f i e l d has been l a i d out, 

there's no o p p o r t u n i t y f o r one w e l l on 640. As you can see 

on the map, there's not a f u l l 640 included. 

Q. South of the subject w e l l there's a t i e r of 

i r r e g u l a r sections. Why i s that ? 

A. The i r r e g u l a r sections there i n 31, 3 2 and 3 3 

i n d i c a t e the s t a t e boundary. 

Q. So the south of t h i s e x h i b i t i s a c t u a l l y the 

s t a t e l i n e ? 

A. That i s c o r r e c t . 

Q. Would you go t o the i n f o r m a t i o n set out i n 

t a b u l a r form on the bottom of the e x h i b i t and review i t f o r 

Mr. Ashley? 

A. On the bottom we set f o r t h a t a b l e i d e n t i f y i n g 

the p r o d u c t i o n of the gas w e l l s . Along the l e f t side of 

t h i s e x h i b i t i s a number t h a t matches the w e l l dots here. 

STEVEN T. BRENNER, CCR 
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What we're attempting t o show i n the o f f s e t 29, t h e r e are 

more than one gas w e l l completion i n the 64 0. 

P a r t i c u l a r l y of note i s the w e l l marked Number 29 

i n the upper corner. That w e l l has produced 12 BCF from 

the Yates i n t e r v a l we're i n t e r e s t e d i n . And we also show 

a d d i t i o n a l gas w e l l completions i n t h a t s e c t i o n . 

And also i n t o Section 32 we show a t o t a l of e i g h t 

gas completions, the s i g n i f i c a n c e there being, the o r i g i n a l 

made over 700 m i l l i o n f e e t , and a d d i t i o n a l w e l l s recovered 

a d d i t i o n a l gas. I t ' s a l l t a b u l a t e d here. 

Q. I f we look a t the w e l l , the gas w e l l i n the 

northwest of Section 29, how much d i d you say t h a t w e l l had 

produced? 

A. That w e l l has produced 12 BCF, and i t i s s t i l l 

producing. 

Q. And how much acreage i s dedicated t o t h a t w e l l ? 

A. C u r r e n t l y 40. 

Q. Let's go t o what has been marked as Southwest 

E x h i b i t Number 5. Would you i d e n t i f y and review t h a t f o r 

Mr. Ashley? 

A. E x h i b i t 5 i s a l e t t e r i n response t o a 

conversation w i t h Mr. Stogner, requesting a d d i t i o n a l 

i n f o r m a t i o n on my o r i g i n a l request. He asked f o r me t o 

lo c a t e and provide him a d d i t i o n a l i n f o r m a t i o n on w e l l s t h a t 

were completed on less than a standard u n i t , and t h i s 

STEVEN T. BRENNER, CCR 
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l e t t e r i n d i c a t e s the i n f o r m a t i o n I found i n the Commission 

f i l e s a t Hobbs and provided t o Mr. Stogner i n response t o 

h i s request. 

Q. Let's go t o Elxhibit Number 6, your s t r u c t u r e map 

on top of the upper Yates, and I ' d l i k e you t o e x p l a i n the 

i n f o r m a t i o n on t h a t f o r the Examiner. 

A. We prepared a s t r u c t u r e map t o see where our 

l o c a t i o n f e l l as regards t o the good w e l l s i n Section 32 

and also i n 29. 

We also noted t h a t the s t r u c t u r e map p r e t t y w e l l 

f o l l o w s what they set out as the Scarborough Pool. Our 

s t r u c t u r e and the Scarborough Pool are p r e t t y close t o the 

same. 

When we look a t Section 30, we f i n d a high t h a t 

our w e l l i s i n , and we f e e l l i k e t h i s would be a good 

l o c a t i o n . As we go t o the west we don't f e e l there's a 

good l o c a t i o n , and as you go t o the east we're a t the 

s e c t i o n l i n e . 

We've marked on t h i s e x h i b i t a c r o s s - s e c t i o n 

n o t a t i o n of A-A1. We have t h a t c r o s s - s e c t i o n and w e ' l l 

show i t s h o r t l y . 

Q. Let's go t o the cros s - s e c t i o n , and i f y o u ' l l 

s t a r t w i t h the w e l l a t A and review the i n f o r m a t i o n on the 

e x h i b i t f o r Mr. Ashley. 

A. The w e l l shown at the s t a r t of our cro s s - s e c t i o n 
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a t A i s the w e l l i n Section 29. I t ' s Parker Number 1, 

o r i g i n a l l y d r i l l e d by El Paso Natural Gas, c u r r e n t l y 

operated by Gruy Petroleum Management. This i s the w e l l 

t h a t ' s produced 12 BCF from t h i s upper Yates. 

On t h i s map we have a dark green — or cross-

s e c t i o n -- dark green and a l i g h t green. Dark green 

represents the upper Yates, and the l i g h t green i s the 

lower Yates. The i n t e r v a l we're p a r t i c u l a r l y i n t e r e s t e d i n 

i s the dark green, the upper Yates. 

As we go across the cro s s - s e c t i o n , the second 

w e l l i s Southwest Royalties Eaves "B" 20, which was d r i l l e d 

by Hal Rasmussen Operating i n 1997. I t ' s the w e l l t h a t 

Southwest c u r r e n t l y operates. 

The next w e l l i s the State "0" i n Section 32, "0" 

Number 6, then "0" Number 5. These are the w e l l s i n 

Section 32 t h a t were completed i n 320-acre s e c t i o n s . 

And also a t the bottom we've noted the Parker 

w e l l has produced 12 BCF, the f i r s t State "0" w e l l has made 

150 m i l l i o n , and the second State "O" has made 228 m i l l i o n 

f e e t , the t h i r d one i s 782 m i l l i o n f e e t , and the f o u r t h i s 

695. This i s a l l coming from a h a l f s e c t i o n . 

Q. Mr. Bloodworth, i n your o p i n i o n , would approval 

of t h i s A p p l i c a t i o n and the r e - e n t r y of the proposed w e l l 

enable you t o most e f f e c t i v e l y and e f f i c i e n t l y produce the 

remaining Yates-Seven Rivers reserves — 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. -- under the subject acreage? 

I f the A p p l i c a t i o n i s denied and t h i s r e - e n t r y i s 

dis a l l o w e d , i n your opinion could reserves be wasted? 

A. Yes, s i r , they w i l l be. 

Q. Have a l l operators who could be a f f e c t e d by t h i s 

A p p l i c a t i o n been advised of your proposal? 

A. Yes, they have. 

Q. Have you received any o b j e c t i o n — 

A. No, s i r . 

Q. — t o your proposal? 

A. No o b j e c t i o n has been received. 

Q. I n your opinion, w i l l g r a n t i n g the A p p l i c a t i o n 

otherwise be i n the best i n t e r e s t s of conservation? 

A. Yes, s i r , i t would. 

Q. Were E x h i b i t s 1 through 7 prepared by you or 

compiled under your d i r e c t i o n and supervision? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Ashley, we move the 

admission i n t o evidence of Southwest R o y a l t i e s , I n c . , 

E x h i b i t s 1 through 7. 

EXAMINER ASHLEY: E x h i b i t s 1 through 7 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my examination of 

Mr. Bloodworth. 
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EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Rule 3 says a w e l l needs 640 acres t o be 

committed t o t h a t , and you st a t e d t h a t t h e r e are no w e l l s 

c u r r e n t l y out there t h a t have 64 0 acres committed t o them? 

A. That's c o r r e c t . 

Q. I n the whole pool? 

A. I f y o u ' l l look a t t h a t production map — 

Q. Which e x h i b i t i s tha t ? 

A. E x h i b i t Number 4. 

Q. Okay. 

A. I f y o u ' l l look a t the pink area, there's not a 

complete 64 0 i n the pink, and several of those u n i t s are 

cut up by ownership, but there's not even a f u l l 640 i n the 

Scarborough Pool. 

Q. Now, the w e l l s a d j a c e n t l y n o r t h , immediately 

adjacent n o r t h and south of t h i s proposed — are those o i l 

wells? I'm lo o k i n g a t E x h i b i t 4. 

A. Southwest Royalties operates a m a j o r i t y of t h i s 

pink area, and we have the one w e l l t h a t ' s producing gas 

only. The m a j o r i t y are producing high water cut of o i l . 

Q. And those t h a t are producing o i l , are they 

producing mainly from the Seven Rivers or both? 

A. Seven Rivers only. The Eaves "B" 2 0 was 

o r i g i n a l l y d r i l l e d as a modern completion. The lease was 
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developed i n the 1930s, 1940s, 1950s, 1960s. The "B" 20 

was put i n i t s l o c a t i o n t o be a modern completion, t o t r y 

t o t ap the o i l reserves. That's the only modern l o c a t i o n I 

have i n t h a t s e c t i o n . 

Q. And you sai d something about the two w e l l s i n 

Section 29? 

A. The ones t h a t are marked 24 and 23 are als o 

classed as gas w e l l s . 

Q. Okay. 

A. We don't have the ownership shown on here, but 

the ownership i s i n 40- and 80-acre t r a c t s through t h e r e . 

Q. What's the l a r g e s t dedicated acreage t h e r e i s t o 

a gas w e l l out here? Do you know which one has the — 

A. I n Sections 2 9 and 3 2 there's 80. 

Q. And t h a t ' s i t ? 

A. There was o r i g i n a l l y a 160, but they've c u t t h a t 

down. 

We have one remaining high-water-cut w e l l on t h i s 

"B" lease, and we plan t o shut i t down, should t h i s be 

successful. I f the permit's not granted, we plan t o shut 

i t down and plug out the lease. 

Q. Which w e l l i s th a t ? 

A. I t ' s the "B" Number 8. 

Q. Okay, and where i s tha t ? 

A. I n the dot immediately south of the "B" 20. I t ' s 
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an o i l w e l l . 

Q. And can you t e l l me which operator you're 

encroaching upon, which operators you're encroaching upon 

i n the cross-section? I s t h a t i n one of the e x h i b i t s t h a t 

I haven't seen? 

A. Section 30, the topmost i s Southwest R o y a l t i e s ' 

Eaves "A" lease. The other area i n th e r e i s Conoco deep 

r i g h t s . I n Section 30, Conoco maintains the deep r i g h t s , 

Southwest has obtained the shallow r i g h t s and maintains two 

leases t h e r e . Gruy and — Gruy i s i n Well Number 1, 

Section 29. Dallas McCasland i s i n Section 29, and I 

be l i e v e he's also i n Section 32. Conoco i s also l i s t e d as 

the operator of record i n Section 31, and Southwest Royalty 

operates the leases i n Section 24 and 25 also . 

Q. Do you have any idea what k i n d of drainage r a d i u s 

t h e r e i s f o r these wells? 

A. We've not t r i e d t o c a l c u l a t e i t , but based 

e m p i r i c a l l y on what we've seen i n 32, a 40-acre u n i t could 

support economic gas production. 

Q. Would there be more than one gas w e l l i n t h i s 

nonstandard p r o r a t i o n u n i t ? 

A. No, there would not. We'll assign a l l the 

a v a i l a b l e acreage t o the gas completion, and we have no 

plans t o do others. The other w e l l s were d r i l l e d i n the 

1960s. 
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Q. How much acreage i s — Oh, I t h i n k I've got i t 

here. The Number 21 i n Section 29 t h a t produced 12 BCF i s 

4 0 acres and been dedicated t o that ? 

A. O r i g i n a l l y i t was 80, now i t ' s down t o 40. 

Q. When d i d t h a t change? 

A. I don't know when i t changed, but the ownership 

map shows Gruy having 4 0 acres only. The o r i g i n a l i s i n 

the packet of i n f o r m a t i o n t h a t we marked E x h i b i t 5. 

Q. Okay. 

A. I t would be the t h i r d page back, E x h i b i t 5. El 

Paso Na t u r a l Gas, Parker Number 1, asks f o r an 80-acre 

u n i t . 

Q. Now, what i s t h i s page? 

A. Back one more. There's a cover l e t t e r , a 

t a b l e — 

Q. Oh, okay. 

A. — and then an O i l Conservation Commission 

document. 

Q. Okay. 

A. The document i s New Mexico O i l Conservation - El 

Paso Na t u r a l Gas Parker Number 1, December 29th of 1953. 

That would be the w e l l a t the s t a r t of your c r o s s - s e c t i o n , 

a t A. 

Q. Okay, what about the other w e l l s i n the cross-

section? Are they on t h i s l i s t too, t h i s E x h i b i t 5? 
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A. "0" 6 i s the next page, and i t was given a 40-

acre u n i t . 

Q. Okay. 

A. Let's see, the next page would be — There's an 

"F" Number 1 also i n t h a t s e c t i o n t h a t ' s not shown on our 

c r o s s - s e c t i o n . I t was o r i g i n a l l y given a 160-acre u n i t . 

Excuse me, I skipped Section 29. That 160-acre 

u n i t was i n Section 29. 

And I've skipped back t o the 0 lease again, State 

"0" Number 4, was given a 40-acre u n i t . 

Q. That's on the cross-section, i s n ' t i t ? 

A. I b e l i e v e so. Yes, s i r , i t ' s a t the A' marking 

on the c r o s s - s e c t i o n . 

And also i n the packets, "0" 5 was given a 40-

acre u n i t . The "O" grouping of w e l l s was developed on 4 0s. 

Q. Excuse me? 

A. This grouping of the "0" w e l l s was developed on 

4 0s, i s what I found i n the records. And they each seemed 

t o recover economic gas. 

Q. And a l l the other w e l l s i n your proposed u n i t are 

producing o i l from the upper Yates? 

A. Seven Rivers. 

Q. Okay, and you're going t o be producing t h i s i n 

the upper Yates? 

A. Upper Yates, yes, s i r . 
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EXAMINER ASHLEY: Nothing f u r t h e r , thank you 

Mr. Carr, can you provide a d r a f t order? 

MR. CARR: I can. 

EXAMINER ASHLEY: Mr. Carr, can you giv e me a 

time frame f o r a d r a f t ? 

MR. CARR: I ' l l t r y and get i t Monday or Tuesday. 

EXAMINER ASHLEY: I s the r e anything f u r t h e r i n 

t h i s case? 

MR. CARR: Nothing f u r t h e r i n t h i s case. 

EXAMINER ASHLEY: There being nothing f u r t h e r , 

Case 12,426 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

11:28 a.m.) 

* * * 
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