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IN THE MATTER OF:

Application of Sinclair Oil and Gas Company for
a non-standard gas proration unit. Applicant,
in the above~styled cause, seeks an order es-
tablishing a 160-acre non-standard gas proration
unit in the Tubb Gas Pool comprising the W/2
sw/L, SE/4 SW/L, and SW/4 SE/4 of Section 26,
Township 21 South, Range 37 East, Lea County,
New lMexico, said unit to be dedicated to the
applicant?s J. R. Cone "A"™ Well No. 1 located
660 feet from the South and West lines of said
Section 26.

Case

1398

Application of Sinclair 0il & Gas Company for a
non-standard gas proration unit. Applicant, in
the above~styled cause, seeks an order establish-
ing a 1l60-acre non-standard gas proration unit
in the Blinebry Gas Pool comprising the W/2 SW/k,
SE/L SW/k, and SW/L SE/L of Section 26, Township
21 South, Range 37 East, Lea County, -New Mexico,
said unit to be dedicated to the applicant's

J. R. Cone "A" Well No. 2 located 1980 feet from
the South line and 660 feet from-the West line
of said Section 26,
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Case

1399
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BEFORE: lr. Daniel S. Nutter, Examiner:

TRANSCRIPT OF HEARING

MR. PAYNE: Case 1398: Application of Sinclair 0il & Gas
Company for a non-standard gas proration unit. Case 1399: Applica
tion of Sinclair 0il & Gas Company for a non-standard gas pro-

ration unit.
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MR. COOLEY: Mr. bxaminer, these cases are consolidated
for the purpose of hearing only.

[MR. NUTTER: They will be consolidated, if there is no
objection to such, for the purpose of taking a record only.

MR. BURTON: I am Horace Burton, Sinclair Legal Staff in
Midland, Texas, Box 1470, and we ask that they be consolidated for
the hearing since they both involve the same acreage. We will
have one witness.

(Witness sworn.)

RICHARD M. ANDERSON, SR.

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

DIRECT EXAMINATION

By MR. BURTON:

Q@ State your name and employment.
A  Richard M. Anderson, Sr., petroleum engineer, Sinclair

0il and Gas Company in their Division Office, Midland, Texas.

Q@ Does your division have supervision of the Tubb and Blinebg

Gas Pools in Lea County? A Yes, sir, it does.
Q@ You have previously testified before the Commission as
petroleum engineer? A T have.
Q@ And your qualifications have been accepted?

A They have.
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MR. NUTTER: Yes, sir, the witness may proceed.

Q@ Do you have a map showing the proposed Tubb proration unit?

A Yes. 1 have prepared an ownership map which I have marked
Exhibit No. 1, and it reflects the ownership and vicinity of Sin-
clair 0il and Gas Companyts Cone "A"™ and Cone "B" Leases. On this
ownership map I have indicated with yellow all of the Sinclair
properties in the nine section area. I have placed a red outline
around all of the proration units as indicated by the February gas
proration schedule in the Tubb Pool. I have placed a dashed red
line around the 160 acres that is the subject of this hearing in
the Tubb zone and which includes all of the Sinclair J. R. Cone M"A™"
and "B" Leases.

Each lease is an 80 acre lease, all of the interests in the
"AM and "B" Leases, both working interests and royalty interests,
are either common or they have been pooled or unitized.

Q@ What is the legal description there of the WA" and "B™
Leases?

A  The Sinclair J. R. Cone "A" Lease consists of the West Half
of the Southwest Quarter of Section 26, Township 21 South, Range
37 East. That 80 acres is the present non-standard gas proration
unit that is assigned our Cone "AM" Wgll No. 1.

Q@ The location of that well?

A That well is in the Southwest of the Southwest of that same

section. Incidently, I have circled all of the Tubb gas wells in
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Now, the J. R. Cone "B" Lease consists of the Southeast of thd
Southwest and the Southwest of the Southeast of that same Section 2
Q This application will be to assign that 80 acres to the

well in the Southwest of the Southwest Quarter?

A That is correct.

Q@ And the operator of this lease is Sinclair?

A That is correct, Sinclair and J. R. Cone are the joint
operators of the "A" and "B" Leases as a result of a recent operat-
ing agreement. Previous to this recent agreement Sinclair was: the
operator and the J. R. dbne interest was a carried interest as
i8 another small still ou%standing mineral interest which belongs
to a party named Atwood, and is IhirtyCgeven’ théusandths; thiz s of one
pezcent of the: minergl.interest.

Q Your information is as to the ownership of the leasehold
and royalty under the 160 acres, has it either been pooled or
common?

An In the case of working interest it is common, in case of
the royalty interest it has been pooled. They have executed pool-
ing ﬁodifications to the leasing agreement to permit the formation
of this unit that we're asking for today.

Q Now, do you have anything else to indicate with reference
to this exhibit?

A T micht state that this exhibit reflects that 2all of the

6.
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acreage in the Tubb Gas Fool has been dedlcated surrounding the
proposed unit with the exception of a LO acre tract which is
operated by Gulf in which Sinclair has a 3/8 working interest,
and which occupies the Northeast Quarter of the Southwest Quarter,

The other window or unassigned acreage is a Sinclair operated
E. C., Hill Lease, 40 acre lease located in the Southeast Quarter of]
the Southeast of the same Section 26 and all other acreage has
been dedicated and assigned to Tubb Gas W*lls.

@ Do you have any plans with respect to the 40 acres in the
Northeast Quarter of the Southwest Quarter of Section 267

A Yes, we have contacted Gulf and have offered to permit them
to assign the LO acres that they operate to our Tubb gas well
under the conditions of more or less standard operating agreements
in this area, and we would intend to come back before the Commis-
sion at a later date and request that our 160 acre unit, if it is
granted today, be enlarged to include the Gulf operated LO acre
lease as well as the Sinclair operated E. C., Hill Lease which I
identified earlier. That would make a non-standard if it were
permitted, a non-standard proration unit in the Tubb Gas Pool of
24,0 acres.

Q The lease ownership, do you have any information or know-
ledge as to the lease and royalty ownership in the Sinclair-operated

LO acre E., C. Hill Lease?

A Yes, Sipeclair is the operator and has 100% of the working
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Interest in the Hill Lease, and thekroyalty interests are different
from the royalty interests under the Cone Lease, However, we are
presently engaged in securing pooling mpdifications to the lease
agreement from the royalty interests under the Hill Lease that would
permit their acreage to be assigned to our J. R. Cone MAM™ No. 1
Well.

I might add that the royalty interest under the proposed unit
today, the 160 acres the Cone "AM" and "B" Leases, the royalty unden
that unit has agreed to pooling their interest with the Hill Lease
and the Gulf-operated Lease, so wé have already secured that per-
mission from the royalty interest under the well.

@ Do you have now an exhibit which shows the gas proration
proposed unit in the Blinebry Pool?

A Yes, I prepared a similar ownership map which I labeled
Exhibit 2, showing the Blinebry gas proration units in the nine
section area grourd our Cone MA"™ 1 and 2 Wells and our Cone "BM" l-and
2 Wells.,

MR.QNﬁﬂmﬁzz Since Exhibit No. 1 is applicable to the Tubb
Pool, that exhibit has been identified as Exhibit 1 in Case 1398,
which is the case involving the non~-standard proration unit in the
Tubb Gas Pool.

What you have identified as Exhibit 2 will be identified

as Exhibit No. 1 in Case 1399, so that exhibit can be in the file

1for the Blinebry case.
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L The same color scheme and the same marks that appliedffo
the Tubb Gas Pool apply to this exhibit, and I might point out in
this exhibit that the E. C. Hill, Sinclair E. C, Hill Lease which I
identified earlier, has a red outline around it indicating that thajt
acreage is dedicated in the Blinebry Gas Pool, and it is an oil
well in the Blinebry Gas Pool.

This exhibit reflects that there is only one tract offsetting
our proposed unit that is not dedicated to some other Blinebry
gas well, that being the previously identified Gulf operated S. E.
Cone Leése LO~acre tract. We have similarly contacted Gulf with
respect to forming a non-standard Blinebry gas proration unit to
include their acreage, and have invited them to Jjoin us in an
operating agreement and assign that acreage to our well subject to
the Commissicon's approval at a later date when we intend to come
back to the Commission and ask for a 200 acre non-standard gas
proration unit in the Blinebry Gas Pool to include the 160 acres
that we are asking for today, and the 40 acres of the Gulf-operated
3. B, Cone Lease. We have the same interest in the Blinebry for-
mation, 3/8 interest as we had in the Tubb formation under that
Gulf-operated lease.

Q@ The legal description of this proposed unit is the same as
for the application as to the Tubb, is it not?

A Yes, sir. The 160 acre non-standard unit that we are asking

for today in the Blinebry zone is the identical acreage that we are
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asking for in the Tubb zone today.,

Q Your lease and fee ownership is the same?

A Yes, it 1is.

Q@ Sinclair is the operator as to the Blinebry also?

A Yes, that is correct. Sinclair and J. R. Cone are joint
operators in the Blinebry as they are in the Tubb.

Q@ Do you have a structure map of the two pools?

A Yes, I have a cross section and a structure map in both
the Tubb and Blinebry Pools, I have identified this as Exhibit
No. 3. Possibly the Commission would like to renumber this exhibidt

MR, NUTTER: W, can have two and we will put them in each
file and identify them as Exhibit 2 in each case.

A A1l right. I have indicated the line of cross section on
both structure maps at runs East-West through the Southern portion
of the Sinclair Lease and takes in the wells to the East and to the
West of the Sinclair properties. It is identified on both
structure maps as Line A, At. The structure map consists of six
wells --

Q@ (Interrupting) Would you like to have the exhibit on the
board.

MR, NUTTER: I think that would be a good idea.,
A The line of cross sections is shown here through the wells,

the Southern portion of the Sinclair acreage, and I have colored,

I have taken the same known section area for the structure map
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However, the ownership here was secondary and it came from the
Geological Department, and I must refer you to our Exhibit 1 for
the ownership. The well locations and the subsurface data is
accurate and correct on the structure maps, but the ownership is
note.

Starting on the West with the Humbleb Hardison B Well No. 7,
I have Sinclairs Cone "A"™ No. 1 which is our Tubb well, and Sin-
clair's Cone "B"™ No. 1, "B" No., 2 and Sinclairts E. C. Hill No. 1
which is a Blinebry oil well, it is perforated, as you can see, in
the lower portion of the Blinebry Gas Pool, and Olsent'!s No. 1 Owen
which is a Blinebry gas and a Tubb gas dual completion.

I have put the Blinebry marker on in a solid line and the Tubb
marker with solid line, and the dashed lines indicate the upper
and lower limits of the Blinebry formation, and the Tubb formation
as defined by the Commission, and these logs were correlated with

the well that the Commission referred to, I believe it was a Humble

well, in setting up those field limits. On the wells I have spuddef,

the perforated intervals in each well, so you can see where they
are producing from.

My examination of this cross section, these structure maps,
leads me to conclude that there is, there are no faults on the
Sinclair acreage within the proposed unit. Therets no faulting,

I find no barriers or anything that might. impede the free flow of
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TIulds or hydrocarbons throughout the 160 acre proposed unit.

It is therefore my conclusion from this exhibit that our Bline
bry gas well and our Tubb gas well would adequately and efficiently
drain the entire 160 acres that we are proposing today.

Q@ What individual well-data do you have on the J. R. Cone
MA® and the No. 1 J. R. Cone "A"™ No, 27

A I have prepared a data éheet giving certain pertinent data
on the two gas wells that are the subject of these two hearings
today.

MR. BURTON: Would you like to mark those as exhibits for
each case, Mr. Examiner?

MR. NUTTER: Yes, sir, this will be Exhibit No. 3 in each
case.

A You will notice that these wells are both older wells.

The original, on this exhibit I have listed the original completion
date, our Cone M"A"™ No. 1, which is a dual well in the o0il zone, and
the Tubb Gas Pool, and was originally completed in the Drinkard
November 14, 1946. I have shown the perforated interval in the
Drinkard. 1I have shown the overall perforated interval in the Tubb
I have shown the date of the dual completion order which authorized
the dual and the order number, the date of the 80 acre non—standard
unit order and the non-standard unit order that created the 80

acres that is presently assigned each of the wells.

.

I-have indicated-the gas-—zone potentdial as the result of o
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Tour point back pressure test, and I have indicated each wellts

location in detail on this sheet and our proposed 160 acre non-
standard unit for each well.

Q What is your opinion as to whether or not the granting of
these applications will tend to protect or preserve correlative
rights.

A Well, I believe that it is necessary that these application
be granted in order to protect correlative rights in the area.

Q@ Will the granting of the applications also be in the inter-
est of prevention of waste? A

A Yes, I believe the granting of these applications will pre-
vent waste.

Q@ Do you have any other point to make?

A  No.

MR. BURTON: Thatts all,

MR. NUTTER: Are there any questions of the witneés?
MR. BURTON: I would like to ask one other question.
MR. NUTTER: Yes, proceed.

@ Do you know of other non-standard units in the Tubb Gas
Pool that have been granted?’

A You mean non-standard units that have crossed a Governmental

quarter section line?

Q Yes.

A _Yes, T know, there are a number of non-standard gas

(722
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proration UNLiTS 1I1 bOTN poolsS that nhave been pranted that excend
across a Governmental quarter section line.
Q@ And as to the Blinebry, are there also non-standard units
of 160 acres?
A Both the Tubb and Blinebry have non-standard units that
extend across a Governmental section line.
MR, NUTTER: Any further questions?
MR. COOLEY: Yes, sir.
MR. NUTTER: Mr. Cooley.

CROSS EXAMINATION

By MR. COOLLEY:

@ Mr. Anderson, Sinclair 0il and Gas Company does operate the
entire South Half of the Southeast Quarter of Section 26, does it
not?

A That is correct, under two different lease names.,

Q@ Are there any wells completed in the South Half of that
section that have penetrated the Tubb horizon?

A Yes, both our J. R. Cone No. 2 well is a Drinkard 0il
Well which is below the Tubb horizon, and our E. C. Hill well, which
is also on cross section presented here today, has penetrated
through the Tubb horizon.

Q Were drillstem tests taken at the time these wells were

drilled in the Tubb horizon?

A I dontt have that-—informaticn-available
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L You are not aware whether such tests were taken?

A No, sir.

Q Wouldn't such tests be an indication as to whether it would
be commercial to dually complete one of those wells?

A Yes, sir, my study of this area based upon the cross sectiqn
I presented which is the well logs on both of those wells, and due
to the productivity of the wells, other operator'!s wells around
offsetting this property, leads me to conclude that the property ig
productive of hydrocarbons and gas from both the Tubb and Blinebry
zones. I was satisfied to that extent and did not consider it
necessary to go into the detail of studying the drillstem tests.

Q Do you have any information as to what the cost would be to
dually complete either of the two wells in the South Half of the
Southeast Quarter of Section 26 to make a Drinkard-Tubb dual?

A T would say somewhere between fifteen and twenty thousand
dollars.,

@ Do you have any information as to the potential producing
capacity of the R. Olsen Well in the Northeast Quarter of the
Southeast Quarter of Section 267

A I have the February gas proration schedule with me. I
could refer to that and tell you the status of that well, whether
itt's overproduced or underproduced.

Q@ That would give us information only as to an 80 acre pro-

Tation unit. IT 1t 1S un'c'{erpi‘oauﬁ. ea, 1T 10r Some reason i1s not
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T producing an 80 acre unit.

A lMr. Olsen has had that well completed for, generally
speaking I would say several years, it has been gquite awhile since
he completed that well and he has never contacted us with the
thought of forming a unit. I don't believe that Mr. Olsen is
particularly desirous of forming a larger unip for his well. If
he is, I have no knowledge of it.

@ I wasn't interested in Mr, Olsen's desires or intentions ag
such as I was the capabilities of his well. In your opinion would
that well te capable of producing 160 acre allowable in the Tubb
Gas Pool? A I have no idea.

Q@ You realize, do you mot, Mr. Anderson, that if the applica-
tién is approved it will isolate two AhO-acre tracts. In your
opinion would it ‘be economically feasible to drill or dually com-
plete a well on each of the 4O acre tracts for a 40 acre allowable
in the Tubb Gas Pool?

A I do not believe that it would be economically feasible to
complete a 4O acre gas well in either pool, especially when there
are other alternatives available to --

Q@ What alternative do you refer to?

A The alternatives that I previously mentioned in my testi-
mony, the assignment of the 40 acre units to wells that are able

to produce their allowable both from a producibility standpoint and

also from a reservoir standpoint, Tn that T helieve that T said
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Thot oither of U Wells would drain the 100 acres that we are ask-
ing for today. I also believe that either of those wells would
drain in the Blinebry Pool the 200 acres that we propose to come
back here and ask for at another hearing, and in the case of the
Tubb zone, I believe that our "A" No. 1 Well would drain the 240
acres that we would come back and ask for. That is our present
plantto come back at another hearing and get the 160 acres that we
are here today for enlarged to include those 40 acre tracts, and in
that way all of the acreage in that area will be dedicated to
producing wells.

Q@ You speak with regard to the Blinebry formation of a well
being capable of draining the proposed 200 acre unit in the future
and with regard to the Tubb formation, the well being capable of
draining the 240 acre unit. Are you sure you mean drain or capable
of producing a 240 acre allowable and 200 acre allowable respect-
fully?

A I mean that my examination of the cross section and the
structure map in that study of that exhibit indicates to me that
there are no structural barriers or other faults or impervious
streaks or zones throughout that area, and that these wells will
drain the particular acreage.

Now, of course, I realize that wells do not respect lease

lines in withdrawing their production. Otherwise we wouldn'®t have

as many problems as we have, . However Jf there were no other
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productive acreage around this area and these wells were located

where they are and the structure and reservoir was such as is

indicated on my exhibit here with my cross sections and the structure

map, then I say those wells would completely and efficiently drain
all of that acreage.

Q thdmnx, is it from the Tubb Well in the Southwest Quarter,
Southwest Quarter of Section 26 to the Easternmost boundary of what
will be the proposed 240 acre unit? That is the Easternmost bounda
of the E. C. Hill Lease?

A 4,620 feet to the center of the East line of that 40 acre
traci, it would be a little more up to the diagnoal up to the corne

1Q You agree that there is nothing unusual about this particu-
lar area and that this well will drain radially? The drainage
pattern will be substantially radial?

A Well, we have the structure dipping off to the East, we
have less structure on the East portion of the property than we
have on the West portion.

Q» What would that indicate, would you drain more gas to the
Bast or to the West in view of that?

A Well, I believe that the pressure would be more adversely
affected to the East, possibly very little effect, I would say
easily that we would withdraw in a radial pattern subject to inter-

ference of other producing wells offsetting our property.

Q@ To clarify that, you feel that you would drain substantiall

Yy

.
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fin a radial pattern, but 1r there 1s any discrepancy or any
shaping of the drainage area, it would be more to the West than to
the East. If not radial, it would drain more from the West than
to the East? |

A I notice that in the Blinebry Pool, in both pools, we are
offset to the West, and I believe that the case of other wells sur-+
rounding the lease will have more of an influence on the drainage
of our well and a small structural chénge as you go to the East.

Q The wells are close enough that you feel they will have an
influence on each other, the Blinebry offset and the Tubb offset
on the Humble H, H. Hardison Lease?

A Yes., I'm sorry, I meant to say before that I believe that
either of these wells are capable of draining the gas under the
lease as shown on the exhibit and under the 200 and 2,0 acre unit.
I'm not maintaining that is what will happen under the present
competitive operations in the pool. You didn't misunderstand me
there.

Q@ DNo, sir, I believe not. You say they are capable of drain-
ing that area. What would the total drainage area, lett's take the
Tubb Gas Pool. What would the total drainage area hdve to be for
the radius of the drainage pattern being 4,620 feet? How many
acres would one well be draining? In plain words, what is the

area of a circle with a 4,620 foot radius?

A T get ]’O‘i() 30TSS .
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W How many 10U &cre units, approxXimately, would bé Con-
tained in that area?

A I'm sorry, I'll have to change that. Thatt's 1520 acres,
which is approximately ten.

Q@ As you know, Mr. Anderson, the Tubb Gas Pool has been de-
veloped on 160 acre spacing,with a few minor exceptions, on the basis
of Commission finding that one well will efficiently and economical
'drain only 160 acres. Under your testimony you would show that
would require the drilling of about nine or ten unnecessary wells;
that this pool could have been effectiwely and economically drained
by one well to 1500 acres?

A When you start getting into the large proration units like
that, you have got other things to take into account, that is pro-
perty ownership, that'é rate of completion.

Q@ I realize, Mr. Anderson, there would be a lot of other ob-
Jjections, but Jjust strictly on the engineering aspects of it of
what one well will drain within a reasonable length of time, do
you think that one well will drain 1500 acres in the Tubb Gas Pool
within a reasonable length of time?

A I just don't know what you mean by a reasonable length
of time.

Q Within the economic 1life of a well in the area.

A It is conceivable in my mind, I haven't made a study to

that extent, but it is conceivable that a gas well such as we have

1y
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.

in the Tubb and Blinebry zones would drain that large an area in

a reasonable amount of time. There are a lot of aspects that enten
into it, but I don't believe that's too unreasonable. I know of
other gég pools where large assignments of acreage that could be
calculated in this manner, where acreage within a mile of the well
is permitted, which recognizes the fact that a well will drain a
large area, but possibly it wouldntt drain efficiently if it has

to drain it all itself. In this case there are a good many other
wells here too as this well in draining the acreage. I believe the
acreage would be efficiently drained if you were to permit this
interest as if another well had to be drilled on it.

Q@ Let's go now to correlative rights. If the 240 acre unit
were granted to your Cone No. 1 Well in the Southwest Quarter of
Southwest Quarter of Section 26, rather than 160, what effect
would it have on the Humble Hardison Wegll in the Southeast, South-
east of Section 27, would it reduce the recovery from that well?

A Well, I'm a firm believer that one well in gas pools such
as these will drain a large area in excess of 160 acres. I do not
believe that the granting of that increased allowable to our well
will in any way reduce the amount of ultimate recovery from the
Humble well unless our application is denied, and then his recovery
may be increased by virtue of the undefined acreage belonging to

Sinclair.

Q Now, Mr., Anderson, two offsetting wells, one with an
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allowable factor of one, and one with an allowable Tactor ol one

and a half, and you have already testified you feel that you are

close enough by two or three times to have a very definite effect

upon each

brther. When you have two offsetting wells, one with the

greater allowable than the other, will it not tend to reduce the

ultimate recovery from the well with the lower allowable, as an

expert engineer would testify, that that is not true?

A T

believe that wetre overlooking one factor here. My

understanding of correlative rights is that the operator should

have the opportunity to produce his share of the hydrocarbons, his

prorata share of the hydrocarbons in the reservoir as determined

by the hydrocarbons under his lease, or leases, and I believe that

there will

surrounding our properties who have their acreage assigned their

well if the Sinclair well were permitted to produce its allowable

in proportion to the hydrocarbons under the Sinclair well, and

Sinclair operated leases =--

Q@ Mr. Anderson, let me interrupt you, we are not accomplish-

ing anything.

Since you are an expert witness only in the field

of engineening, I think we should leave the definitions to some

others., Let's just take in terms of what physical effect will re-

sult when two offset wells have different allowables.

what effect does occur?

As an engindg

If thse two wells had the same allowables

compared to that what effect wonld occur on the lower allowable?

be no damage to the correlative rights of these operatorns

er,
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A The well with the greater allowable will recover more of tWe

hydrocarbo
Q Wi
well with
expected i
AT
signed acr

well.

Q@ This is not necessarily conclusive of right or wrong. It

might be perfectly right to reduce the production from the other

well, that

that if you grant this allowable of one and a half to your Cone 1
Well, you will reduce the recovery from the Hardison Well?
A T believe thatts right.
MR4 COOLEY:
MR, NUTTER:

By MR. NUTTER:

1s to be determined later, but the physical fact will be

ns from the reservoir.
L1 it not actually reduce the recovery of the offsetting
an acreage unit of one below what would ultimately be

I the offset well had an allowable of one and a half?

eage that is not contributing to allowable of any other

Thatts all the questions I have. Thank you.

Q MrdJ Anderson, you understand, do you not, that the applica-

tion today

that acreage, and that any case in the future on any other non-
standard units would have to stand strictly on their own merits?
A Yes, sir.

MR, NUTTER:

excused,

being for 160 acres in each of these two cases, is for

If no other questions of the witness, he may bp

believe that it will reduce it only by virtue of the unash

Are there any further questions of the witness|?
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Are there any further statements to be made in this case?

MR,

Corporation.

MR,

yours, with your permission. This does affect Gulf and it may
affect what

It has come out in the testimony in this case as it appears in

regard to (
leave an is
of the Sout
garter sect
Section 26,
former, and
the event t
the Commiss
approval of
isolated #0
operator th
gas or 0il
ever, it do

what one we

for a given

{(Witness excused,)

KASTLER: 1I*m Bill Kastler, representing Gulf 0il

GOOLEY: I would like to make a statement prior to

you would have to say in your statement.

ase 1398, if this present application is granted it will]
olated quarter, quarter section in the Northeast Quarter
hwest Quarter in Section 26 and another isolated quarten
ion in the Southeast Quarter of Southeast Quarter of
Apparently Gulf 0Oil Corporation has an interest in the
I want to make it perfectly clear at this point that in
he Commission sees fit to approve the application before
ion today, that it in no way commits the Commission to
expansion of the proposed unit to ‘include the two

acre tracts, that the statutes permit or guarantee an

e opportunity to recover his just and equitébie share of
in a gas or oil pool in the State of New Mexico. How-
es not authorize the assignment of acreage in excess of
11l will drain, in order to obtain a higher allowable

well. In’view of these things T want fo know particu-

tion,

larly if Gu

f O0il has any objection to the approval of this applica;
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confirm tha

Quarter. T

think we own the East 25 acres of that and Sinclair owns the West
15. I would like to state that also we are familiar and we know

that negotiations are presently being carried out to incorporate

the entire

Northeast Quarter of the Southwest Quarter into this unit, and on

the basis that we are hoping that this will ultimately be the

picture.

Also on the basis that we feel the two wells are producing

enough gas,

relative ri
drainage that is already being carried on.
acres, whig
being incluyded in this unit, the unit is a lot more logical and

should stand a better chance of reasonable approval.

MR
ask you to
the logic g
understand

MR.

amend it in

proval of 4

KASTLER: Bill Kast¥er,

t we have a working interest in the Northeast, Southwesy

hat it is a divided as opposed to an undivided inteéerest.

LO acres, which is the Northeast, Southwest Quarter, the

but with the picture that is already set up that cor-
ghts will be afforded with the drainage and counter-
We feel also that 4O

h is the Northeast Quarter of the Southwest Quarter

COOLEY: This is very unusual, but I would like to
clarify your last statement in your statement regarding
f inclusion or exélusion of given acreage. I didntt
you in that regard.

KASTLER: May I make my statement in this manner, or

this manner: We don't have any objection to the ap-

his unit now, but we would like the opportunity to come
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back and hi

MR N

or disappr

way, and I

a subsequént application to include different or additional acreage
in the proposed unit.
MR,

getting this cleared up?

MR, COOLEY: Granting of a non-standard unit, as ény other
order of the Commission, is subject té revision or change or even
subject to | being superceded by an order of the Commission at any
time. I see no advantage in a temporary order.

) iRy KASTLER: In that case, your statement that the Commis-

sion would

statement 1

inclusion of the other statement?

IR,

tion is at

commit %thempeivés-s:; further in other cases.

MR.

MR,

If not we will take these cases under advisement --

MR,

this time.

ve the unit enlarged.

COOLEY: Well, as pointed out in my statement, approval

>val of this application by the Commission would in no

can't emphasize that too much, would in no way effect

KASTLER: Could there be a temporary approval pending

not be bound is understandable. Do I understand your

o be that the Commission is disposed unfavorably to the

COOLEY: I can't state what the Commission's disposi-

all., T want to make it clear that they dont't want to

KASTLER: We have no further objection.
NUTTER: Any further statements in Case 1398 and 13997

PAYNE: Would you'like to introduce your exhibitS’at‘

’

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENEMAL LAW REPORTERS
ALBUQUERQUE, NEw MEXiCcoO
3-6691 5-9546




26

MR. BURTON: JYes. We offer the exhibits as they have been
marked in evidence.

MR. NUTTER: Is there objection to the introduction of
Sinclairts Exhibits 1 through 3 in Case 1398 and 1 through 3 in Cas
139927 If not, they will be so admitted. Is there further statemen
in the case? If not we will take the case under advisement, and is
there a representative of Neville G. Penrose present?

MR. NEILL: Yes.

MR. NUTTER: We will take Case 1402 next.
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