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IN THE MATTER OF:

Application of Standard 01l Company of Texas for the
creation of the Atoka-Pennsylvanian Gas Pool and for
the adoption of temporary special pool rules for said:
pool. Applicant, in the above-styled cause, seeks an:
order creating the Atoka-Pennsylvanian Gas Pool,Town-
ship 18 South, Range 26 Bast, Eddy County, New Mex-
ico, and adopting temporary smeclal pool rules for
sald pool providing for 320-acre spacing with fixed
well locations and such other rules as the Commission
may deem proper.
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Honorable Edwin L. lMechem
I‘T.Po A.o Lo POI‘teI’
Mr. Murray Morgan

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: WNext case to be considered is Case 1L19.

Mi. PAYWE: Application of Standard 0il Company of Texg
for the creation of the Atoka-Pennsylvanian Gas Pool and for the
adoption of temporary speclal pool rules for said pool.

MR. KELLAHIN: If it please the Commission, Jason Kella-
hin of Kellahin and Fox representing the applicant. I would also
like to enter the appearance of Robert F. Fox of Santa Fe. We havd
two witnesses to be sworn.

(Witnesses sworn)
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MR. KELLAHIN: I would like to call as our first witness

Mr. M. R. Stipp.

M. R. STIPP

a witness, of lawful age, having been first duly sworn on oath, tes

tified as follows:

DIRECT EXAMINATTION

BY MR. KELLAHIN:

Q Will you state your name, please?

A M. R. Stipp.

Q By whom are you employed, Mr, Stipp?

A Standard 0il Company of Texas. |

Q What position?

A T am district geologlist for the Roswell district, south-
eastern, New Mexico.

Q@ You have never testified before the New Mexico 0il Con-
servation Commission? | A I have not.

Q Mr. Stipp, what is your edwation and experience?

A Educated at University of California at Los Angeles and
the University of Tulsa from which I graduated in 1948 with a
Bachelorts degree in geology. I went to work for Standard 01l
Company of Texas at that time.

Q As a geologist?

A As a geologist. I have been working in charge of the
company? s exploratory efforts in southern New Mexico for the past

six years.
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Q@ Are you familiar with the application which has been

filed in this case? A I am, sir.

Q Are you familiar with the area involved in this applica-

tion?

A I am familiar with the area.

Q@ How did you become familiar with that?

A The area was purchased at my recommendation, approximate
1953,

Q Are the witness?! qualifications acceptable?
MR. PORTER: Yes, sir, they are.

Q ©HNow, referring to what has been marked as Exhibit No. 1,
Mr. Stipp, will you state what that is?

A Exhibit No. 1 is the most lefthand map on the display
board. It is a lease hold map of what we originally termed our
South Artesia area in Township 18 South, Range 26 East.

Q Does that include the Pennsylvanian formation which is
included in the application? : A That is correct.

Q Does that &Sxhibit show the location of the discovery wel
in that area?

A Yes, 1t does. If I may point out, it is 660 from West,
1980 from south, Section 1l, Township 18 South, Range 26 Hast.

Q Now, have you made a location of a proposed well to bhe
drilled?

A Yes, sir. We have filed that one with the Commission as

a proposed location. No activity has been started to date other

1y,
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than staking the location. It is located 1650 from south line and
1980 from east line, Section 15,

Q Now, on Exhibit No. 1, there are two areas outlined in
red. What are those, Mr. Stipp?

A Those are the proposed gas units as indicated in the ord

Q@ Do you know whether the ownership in those units has bee
pooled or not?

A Yes, sir, they have been.

Q@ Now, referring to what has been marked ag Exhibit No. 2,
what is that designed to show?

A Exhiblt No. 2 1is bésically a contour map on the top of
the present Pennsylvanian -- if I may jump ahead here, it is con-
toured as indicated on Exhibit No. 3 at the base of the Pennsylvan-
ian and top of the Missisgsippian. It 1s a correlation point that
We are able to carry in our geological work in this area. Overlay-
ing the contour map, colored in yellow, is a trend of lower Pennsyl
vanian Sand. The up depth limit, as marked on here, is a wedgeout
in the subsurfsace of the productive sand.

Q How, you say that was contoured on the base of the Penns]
vanian, How was that picked, Mr., Stipp?

A Those points from which the contours were drawn were
picked on the electric logs with additional interpretations given
by sample logs which are made from cutting and cores.

Q Well, now, does that exhibit reflect the presence of a

continuous sand body, in your opinion?

)
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A The contour map is strictly a map with reference to sea

level on a correlatable point that appears at the base of the
Pennsylvanian. The yellow coloring indicates our impression of the
continuity of that sand.

G VWell, is the sand present in other wells as shown by
your exiiibit?

A There --

Q Stratographic intervals?

A There are approximately six wells controlling the posi-
tion of this northeast-southwest trend of sand. Hach of those sgix
wells has that particular sand in it.

Q@ At approximately ==

A At approximately that same stratographic position.

Q HNow, did you make an examination of cuttings and cores?

A Yes, sir, we have. We have viewed the cores and the
cuttings from all of those wells and find them tobe relatively con-
sistent in nature.

& And in your opinion, are they the same sand?

A In our opinion, they are the same sand.

@ HNow, in youf opinion, is the Pennsgylvanian sand present
and continuous throughout Sections 1lii and 15, then?

A In my opinion, consistent with the information we have
at hand, it 1s continuous and present throughout.

& HNow, referring to what nas been marked ag Exhibit No. 3,

will you state what that is?
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A  Exhibit No. 3 is a cross sectlon showing various electrik
and radioactive logs for eight wells in northern Eddy County and
extreme western Lea County, iiew Mexico. It covers a distance of
approximately tnirty miles in a northeast-southwest orientation.

Q@ Is that shown by an insert map which appears on the sux-
hibit?

A An insert map of the exhibit indexes the location of the
various wells,

Q Now, what comment do you have to make in connection with
that BExhibit, Mr. Stipp?

A PFirst of all, let me caution you that these wells are not
placed on here 1in regard to distances between them, they are simply
arranged for convenience sake, and no relative distance is indicateld
here. The main object that I may point out here 1is the continulty
of a sand trend in the lower Pennsylvanian, but it appears in five
of the eight wells on the cross section. A secondary sand above
that appears in four and probably five of those wells.

Q@ HNow, in addition to the wells shown on Exhibit No. 3,
there are some wells closer to the discovery well, are there not?

A There are two producing wells in the Red Lake Pennsyl-
vanian Pool that are closer.

Q Now, referring to Exhibit No. L, wnat does that show?

A Exhibit No. I} is composed of a cross section, being
three electric logs; the Standard of Texas No. 1 Evereston the left

and the two gas producing wells on the Humble No. 1, and Chuck Bruflf
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units.

Q@ Where are those two latter wells located?

A The latter two wells are approximately four to five mlilds
northeast from the Standard of Texas well.

Q@ Now, does that Zxhibit show information from which you
can conclude a continuous sand body 1s present?

A The #Zxhiblit shows correlations which in our geological
opinion are irrefutable that the zones as marked carry through and
that the sand is one and the same.

Q Now, on the basis of that information, would you say tagt
the sand is continuous and present through Sections 1l and 15 in
Township 18, Range 26 East?

A This is a matter of extrapolation. There ls a distance
of five miles there. Our impression and interpretation is that it
continues to the southwest and west as such that 1t would cover all]
of Sections 1l and 15,

Q Now, upon the drilling  this projected well, you would
have additional information from which you could state a better
conclusion, would you not? A That is true, sir.

Q 1Is there anything else you care to adé to your comments,
Mr. Stipp?

A I would like to add that on BExhibit 3 we have shown the
sand to be in the same relative position. I do not mean to indicatle
that it is continuous throughout the thirty miles, the trend of thd

sand zone 1s continuous. There may be breaks in the sand itself oy
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in the permeability of the sand.
MR. KELLAHIN: Thatt's all the questions we have.
MR. PORTHR: Anyone have a question of Mr. Stipp? Mr.
Nutter.
CROSS EXAMINATION
BY MR. NUTTER:

Q Mr.Stipp, is this -- on your Exnibit No. lf -~ is this
well on the left-hand side of the Exhibit the subject well that hagd
been completed in the gag -~ A That is correct.

Q@ I notice on this Exhibit that the drillstem test indi-
cates quite a bilt of oil.

A That was condensate, sir, and later production tests re=

vealed there to be -~ if I may take some of the engineert's words

here, -- I believe it is eleven barrels per minute on the productia
test,

Q@ This 1s after some production on it?

A Yes, sir.

Q@ Eleven barrels per minute per cubic foot?

A Yes.

You haven!t tested as to the permeability of the sand,

QO

and such as that?
A I would prefer Mr. Graham testify to that.
MR. NUTTER: That is all.
REDIRECT EXAMINATION

B8Y MR. KELLAHIN:

n
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Q Mr. Stipp,were Exhibits 1 through LI prepared by you or
under your direction and supervision?
A They were.
Q@ I would like to offer at this time Exhibits 1 through L
in evidence.
CROSS EXAMINATION
BY MR. DUKN:

MR, DUNN: David Dunn, with Union 0il Company. Mr. Stip
would you give us the approximate thickness of the sands in the
three wells shown on your i#xhibit No. L7

A Yes, sir. They are approximately forty feet thick.
Q@ In all cases? A In all cases.
Q@ What about the permeability or the porous portions of
that sand? Do you have an eétimate on the thickness of that porous
nature in the three wells on that section?
A I do not have any data as to the permeability of the
Humble wells.
MR. DUNN: That is all.
MR. NUTTHER: Well, 1s the entire LO-foot section permeab
A The Standard of Texas Well, on the basis of the microlog
approximately 35 feet are porous and permeable.

MR. NUTTER: 35 out of LO? A Yes, sir.

MR. NUTTER: Thank you.

MR. PORTER: Any other questions of the witness? You mal

be excused.

e?
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(Witness excused)
MR. KELLAHIN: Call Mr. Graham, please.

J«. R. GRAHAM
a witness, of lawful age, having been first duly sworn on oath, teg
tified as follows:

DIRECT EXAMINATION
BY MR, KELLAHIN:

Q Will you state your name, please?

A Je. Re. Graham.

Q@ By whom are you employed, Mr. Graham?

A Standard 0il Company of Texas.

Q@ What 1s your position?

A I am senior engineer for the Standard 0il Company of
Texas.

Q Where are you located? A Houston.

Q Have you ever testified before the New Mexico 0il Con-
servation Commission?

A No, sir, I have not,

Q Would you briefly state your education, experience and
qualifications as an engineer, Mr. Graham?

A Yes, sir. I graduated from Louisiana State University
in 1949 with a Bachelor of Science degree in petroleum engineering.
Since that time I have been employed by the Standard 0il Company of]
Texas in various capacities; as drilling engineer, production en-

gineer, district engineer, production foreman, and I am now senior
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engineer for the company.

MR. KELLAHIN: Are the witness! qualifications acceptabl
MR. PORTER: Yes, sir, they are.

Q@ Now, Mr. Graham, are you famillar with the application
which has been filed in this case?

A Yes, sir, I am.

Q Have completion data on the EverestNo. 1 Well been filed
with the Commission?

A Yes, sir, it has.

Q Will you briefly outline for the record the completion
information on that well?

A All right, sir. The EverestNo. 1 Well was drilled to an
actual depth of 10,542 feet which is a minus 7,199 feet, plugged
back to 9,267 feet minus 6,925. The casing program is as follows:
13 3/8 and 1,208 feet with 1,16l sacks. Circulation was to the
cellar; 9 5/8 and 3,000 feet wilth 1,500 sacks circulated at approx
mately 130 sacks. 7-inch casing was cemented at 9,370 feet, which
is a subsea of 6,027 feet, cemented with 600 sacks. Top of cement
by temperature survey on the 7-inch was 7,158 feet. The well was
perforated in the lower Pennsylvanian sand. Perforations are from
9,079 feet to 9,085 feet; from 9,089 feet to 9,093 feet, and from
9,095 to 9,116 feet. A back pressure test was conducted on the wel
on October 2nd, 1957, with a calculated open flow of 23,000,000.
The gas liquid ratio on the test was 90,80 cubic feet per barrel.

The gravity of the condensate was 55.8 degrees API.

|20
i
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Are any core analysis avallable from this well?
Yes, sir. We have a full hole core analysis.

Has that been marked as Exhibit No. 5%

> O > L

Yes, sir.
MR. KELLAHIN: We have only one copy of the report analy
sis available and the witness will submit it as soon as he has com~
pleted his direct testimony-

Q@ (By Mr. Kellahin) ©Now, what interval was cored on this
well, Mr. Graham?

A A full hole core analysis; 9,070 feet to 9,08l feet, of]
which 11 feet were recovered and analyzed. We have side-wall cored
in the interval 9,079 to 9,006 feet. The average permeabllity in
the 11 feet cored in the upper interval was 51 milidarcies. The
average porosity in this same 11 feet was 95 percent. The average
porosity in the entire 33 feet that we Interpret to be productive,
or net pay, is 18.9 percent, using both side wall samples and the
full hole core.

Q In addition to this, did you make any calculations on
reserve, Mr. Graham?

A Yes, sir.

Q What other information did you use in connection with
that calculation?

A We used a bottom hole pressure at a depth of 9,065 feet,
that measure being obtained on a drillstem test as 3,747 PSI. The

bottom hole temperature at 9,065 feet was 158 degrees Fahrenheit.
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We used the well fluid gravity of .5617. Porosity average for the
net pay, 18.9 percent. Comate water average for the 33 feet of net
pay, 17.9 percent and from the microlog determined the net pay to
be 33 feet.

Q@ Now, referring to what has been marked as Eghibit No. 6,
what 1s that?

A That is a Schlumberger electrical log that we ran on the
Everest No. 1 Well,

Q@ On that Bxhibit, have yox marked the formation tops, per
foration, casing points, and other information?

A Yes, sir, we have.

Q Now, referring to Exhibit No. 7, the microlog, what does
that show?

A The microlog is from the EverestlNo. 1 Well also and i%
indicates an effective pay of 33 feet.

Q How, you stated you had made a reserve calculation. Hav

you made any study of the economics involved in the drilling in thi
area?

A Yes, sir, we have,

Q Have you prepared a summary, as Exhibit No. 8, on that
information?

A Yes, sir, we have.
Q INow, referring to Exhibit No. 8, what does that show?
A  That shows that we estimate the cost of drilling a well

in this -~ to this lower Pemnsylvanlan sand to be 3172,700. The

[

|67
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first well cost approximately $297,000. It shows that by using the

factors that I enumerated earlier, that the gas reserves under 320
acres are calculated to be twelve billion, two million cubic feet,
that the liquid reserves and condensate are calculated to be 19,800
barrels and that the cost for developing two wells on 320 or 160
acre spacing would, of course, be double the cost of developing one
well on 320, or $345.400. It shows that it is based on our estimat
or at least the -~ our usual contract as to minimum taxes with gas
companies, that we can expect to at least be assured of selling ap-
proximately 1 over 8,500 based on reserves, or in the case of 320~
acre units, about 1,430,000 per day. It shows a gross working in-
terest ilncome to be $22L per day, gross royalty interest income of
$32 per day, a pay out of 2.7 years for a 320-acre unit well, a pay
out of 5.3 years for a 160-acre unit well.

@ Do you consider that an economic operation?

A We consgidered the 2.7 years as economically feasible.
We could not consider the 5.3 economlc feasibly, at least we have
a hard time selling it to our management,

& Upon what do you base your well costs?

A We pase our well costs on the estimate to drill the Mar-~
tin Well, Martin No. 1 Well, which has been approved and shown on
our Exhibit No. 1.

Q@ And on what do you base your income figures as shown on
this Exnibit?

A As stated earlier, we base the income figures on a sale
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of one over 8,500 based on reserves.

Q& At uwhat prices?

A We can calculate a well price of the well fluid at eight
een cents, using sixteen cents for the gas, and approximately two
cents for the condensate.

@ Now, based upon the infomation which is available %o
you at the present time, in your opinion, will one well effectively
and economically drain and develop 320 acres?

A Of course, our information at this time on the reservoin
itself is very limited. We do know that the average permeability
in the 11 feet analyzed is 51 milidarcies. Bearing in mind that i
is a gas reservolr with this 51 milidarcies permeability and the
fact that we think that the two sections are underlined by the
Pennsylvanian sand, we belleve that at this time that a well will
drain 320 acres, and it will drain it economically.

@ Will additional information be available within a period
of one year?

A We anticipate that it will. We have indicated on Exhib]
1 a second well to be drilled, and we are now taking contracts for
that well, or taking bids for contracts, and plan to start that viel
within the next two weeks. We anticilpate drilling additional wellf{
in the area and believe that by the end of one year we will have
some additional data to base a more gpecific recommendation on.

& Do you recommend a temporary sgacing order of 320 acres

for a period of one year?

t
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A We recommend a one year temporary spacing order.

—~

& Mow, the application filed in this case recommends the
creation of a pool tTo be designated as the Atoka-Pennsylvanian Gas
Pool. Do you have any recommendations as to the area to be include
in that Pool?

A Ve are recommending that only Sections 1li and 15 be in-
cluded at this time in tne spacing order and in the Pool delineati

Q@ In your opinion, is all of Sections 1L and 15, on the
basis of information presently available, productive of gas?

A On the information that we have at this time we -think
that 1t is.

Q Do you have any recormendation to make as to well spacin

A Our first well is located 660 from one line and 1980 fro
the other. We have tentatively located and have staked and located
I should say, our second well 990 from thne closest unit line and
1930 from the east line of that unit. It is our recommendation thal
990, 1980 be adopted for this Pool.

Q In that event, it would require an exception for the
Everestiio. 17

A Yes, sir, that!s correct.

Q@ Do you have any recommendation to make to the Commission
as to the directions that should be taken on thie formation of the
drilling units?

A No, sir. We recommend that the operators be permitted

to use any two continuous quarter sectlons either in the north=-souf
J
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or east-west direction, and the main reason for that recommendation
is that there are several small tracts in the area, and we think it
would be easier to pool if we had that flexibility.
Q Is there anything further you wish to add to your testi-
mony, Mr. Greham? A No, sir.
G Were rxhibits No. 5 through 3 prepared by you or under
your direction?
A Yes, sir, they were, except one is a core analysis, of
course, and two logs.
Q And the core analysls is the core analysis obtained by
your company in the regulasr course of business?
A Yes, sir, by the Cole Laboratory.
MR. KELLAHIN: At this time we offer in evidence Exhibit
5 through 8 inclusive.
MR. PORTER: Without objection, these Ixhibits will be
admitted.
I beliéve you offered that core?
A Yes, sir.
MR. XKELLAHIN: That is all.
CROSS EXAMINATION
BY MR. PORTER
¢ Mr. Graham, I don't believe I got your estimate of the
cost of completing the well.
A We estimete, for the second well, $172,700.

Q@ Thatt!s on your rxnlbit No. 87
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A Yes, sir, thatt's right.

Q@ You say that at the end of the year you will have addi-
tional information?

A Yes, sir, we hope to. We have not signed a gas contract
and not made a connection yet, but we do intend to produce this fir
well for drilling, the Martin No. 1 Well. We intend to use the gas
both as drilling fuel and as drilling fluid, and we will obtain som
information there, and we 1intend to continue our drilling program i
the area and hope to have additional wells completed at the end of
the year.

Q@ When do you expect to complete your Martin No. 1%

A The starting date, I estimate some time in the latter
part of April, and we hope to complete 1t in about forty days,
drilling days.

Mr. PORTZER: Does anyone have a question of Mr. Granam?
Mr. nutter.
QUESTIONS BY MR. WUTTER®

@ Mr. Graham, what evidence do you have that one well will
drain 320 acres?

A Sir, we have very little evidence other than the permea-
bility characteristics of tnhe sand and the fact that it is a gas
reservoir, and 1if it underlies 320 acres, it is our opinion that it
will drain based on permeavility and characteristice of the reser-
voir and if the fluids are free to move throughout the 320 acres.

& Are there any other pools in the southeast New Mexico,

LC]
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any other gas pools, completed in this same sand?

A It is my understanding that the two pools to the north-
east, one being the Red Lake Pool, and the other, I believe the -~
I cantt recall the name of it, dbut 1t 1s avout twelve miles to he
northéast, 1s completed in this comparable Pennsylvanian sand, yes,
sir. wmplire Pool, I belleve, is the one that is twelve miles to
the northeast.

Q Has the Commission approved 320 acres for any of those
pools?

A I believe they have for the Zmpire Pool, on a temporary
basise I am not sure of the expiration of that one year order, but
that was a pool operated by Pan American. It is my understanding
that they approved an order for that pool, Empire Pool.

Q@ Mr. Graham, you haven!i determined that the order in the
Fmpire Pennsylvanina Pool has expired?

A No, sir, I am not familiar with it other than what I
have been told. They told me they approved a one year order for
that pool. I dontt think it has expired.

MR. PORTER: T think an investigatlon would prove that
the order has expired.

Q@ (By Mr. Nutter) I want to ask a couple of questions hed
regarding the income that you have here. What is the formula that
you base your incomeé per day on?

A Well, the only basis we have at this time is a minimum

pay contract that is offered to us by the gas company, at least
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those are the flgures we use to determine our pay outs, and we

usually are offered 1l to 8,500 based on reserves. In otherwords,
they will take one cubic feet per day per 8,500 cubic feet of re-
serves. In some contracts we have 7,300 in 10,000, but we use 1
to 8,500 as the usual.

Q@ And you have estimated your reserves under each tract
based on core analysis?

A Yes, sir. We have estimated reserves based on core anal
sis and other factors. The 1 to 8,500, Mr. Nutter, is an average
daily minimum take that the gas pipeline company assures us that th
will take when we sign a contré&to

Q Has the gas under this lease been contracted?

A No, sir, it has not.

Q@ So you dontt know that the minimum take clause would be
1 to 8,500 in this particular case?

A No, sir, we dontt know that it would be 1 to §,500.

Q You dontt know that the gas purchaser will take only the
gas that is required by the minimum take clause?

A That is correct. That is a minimum take that they will
assure us they will take, a daily average minimum, and we use those
to calculate,

Q And if they take more than the minimum take, you have a
better pay?

A Yes, sir, that's correct.

MR. NUTTER: That 1s all.

y-
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QUESTIONS BY MR. UTZ:

Q What was your footage recommendation? T didnt't quite ge
it.

A 990 and 1980, sir. 990 from the closest unit line, 1980
from the more distant unit line.

Q 1980 from the section line, then?

A Yes, sir, thatts correct.

Q@ ©No closer than 990 from the unit line?

A Yes, sir, thatts correct.

Q@ Do you have a recommendation as to which way you would
like these units to run?

A No, glir. I étated earlier that we had no recommendation
that they could either go east-west or north-south, just so they ar
continuous quarter sections.

Q Consist of a legal half section?

A Yes, sir, thatt!s correct.

Q HNow, as to youﬁ pool delineation, you want all of the
sections, or have you recommended Sections 1l and 1572

A 1)} and 15, yes, sir.

Q Of course, the east half of 1l and all of 15 is not yet
proven, is it?

A Yeé, sir, thatts correct. It is not proven.

Q Wouldntt it be more practical to include a pool of 320
acres for your présent completed Everedt Well, and on that Pool, on

320~acre basis, a unit be approved?

b

W

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS

ALBUQUERQUE. NEwW MEXICO
3-6691 5-9546




23

A Yes, sir, that would ve satisfactory with us. We base

opinion that it underlies both sections, and we are assuming that
it would be productive, but I am not familiar enough with our pro-
cedure here to know whether you take in a larger area than that al-
ready proved or not, so we Just use the two-section because our
geologist belleves it is underlain by Pennsylvanlan sand.

Q@ If the geologlst proved to be wrong, they would be the
ones -~

A Yes, sir, thatts right. They have been ﬁrong before.

MR. UTZ: Thatts all I have.
QUESTIONS BY MR. COOLEY: |

Q@ Mr. Graham, you state that the only evidence you have
based the oplnion that one well will drain 320 acres is on the core
analysis?

A Yes, sir, the core analysis, 51 milidarcy permeability,
mainly showing that there could be good movement of fluid in the
regervolr and the fact that we think the sand is continuous over 32
acres. Of course, we will have to have additional information to
really give a final opinion on that. At this time all we have is
one well and all we can use is the permeabililty characteristics and
the fact that it is underlain.

Q@ This one core involving this one small area is the only
core that has been taken in this entire pool, is it not?

A VWell, that's correct. These are the only permeability

the two-section pool delineation -- that is based on our geologisttls
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measurements that have been made. We have measured porosity in the

side walls since, but we have not measured permeability except in

the 11 feet. Thatt's the information we have.

Q@ Do you have any evidence that there is not wide variation?

A HNo, sir, not at this time. We have no reason to beliew
that there is or is not.

Q@ On your assumption that one well will drain 320 acres,
wouldntt it be necessary that you know where the well is located on
the 320-acre tract?

A Of courée, the best way to determine -- in my opinion,
one of the best ways to determine 320-acre tracts is to take inter-
ference tests, but on one well you will have to assume it is drain-
ing ratably 320 acres around the well.

Q@ Thatts my point. Under your proposed spacing plan, I
believe, it would permit the drilling of a well 990 from the section
line and 1980 feet from the section line -~

A Yes, sir,

Q@ =~ which would permit the drilling of both wells in the
single section in either the south half or the north half, would it
not?

| A Yes, sir. It would permit drilling two wells in this
section.

Q@ In your opinion, would this type of spacing pattern be
ag efficient as spacing the wells one either in the northeast quar<

ter and one in the southwest quarter or one in the northwest quartdr
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and one in the southeast quarter? Would you have better drainage

in that section if you staggered your wells in that fashion?

A Of course, the mosgt efficient drainage would be to have
the wells equally spaced in the reservoir, and I would have to
answer yes to that, yes, sir.

Q Concerning the payout that you had calculated on these
wells, that being 2.7 years for 320-acre well, and 5.3 years for
160-acre well, so long as the gas purchasers nominate given quanti-
ties of gas for this particular pool, wouldntt that be immaterial
until such time as the area should become prorated?

A Yes, sir. I think it is common practicé among operatorsg
to calculate payout based on reserves because companies, at least
it 1s my understanding, take based on reserves where you have sev-
eral pools and have to limit their takes. I think it is based on
reserves, so we usually calculate our payout based on reserves. I
think it is a valid calculation.

Q Well then, what is the purpose of coming at this time
with 320-acre spacing with as little evidence as we have that one
well would drain 320, why would it not be as feasible to remain on
160-acre gpacing until 1t 1s prorated so that you can take whatevexn
you could sell, produce whatever you could sell?

A I sald that initially, in a reservolr, we look at the
takes based on reserve, If you have a 6lj0-acre unit in a 6lj0-acre
reservolr and you have four wells in it, you are going to sell the

same amount of gas, in my opinion, or at least it is my understands
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ing, tnat you would sell if you had two wells in the reservoir be-
cause the gas company takes takes Dbased on reserves, that's the
way it is.

Q Provided two wells will drain 6409

A Yes, sir, and I don't think I can make a dogmatic state~-
ment that one well will drain ﬁhat. With the limited evidence we
have, we think it will.

MR. COOLEY: That 1s all.
QUESTIONS BY MR. UTZ:

Q Mr. Graham, according to the way I understand your foot-
age location recommendation, your Martin No. 1 is already on a non-
standard location, is that correct, s=sir?

A No, sir, I think we located it 990 from the north and
1980 from the east line of the section.

Q 1650 from the soubth line of the section?

A Yes, sir. Well, those are minimum distances, of course,
and I understood that you located on minimum nasis, that you are
permitted to locate at least 990 and 1980 from the lines. My under
standing is that as long as you are 990 from one line and 19380 from
the other you are within spacing.

Q@ How close do you want to come to the section line?

A 1980.

Q You are 1650 on tue south line now?
A Oh, I see. Well, 1t would nave to be 1930 from the long

gide of the unit and 990 froa the short side of the unit. I dont't
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see how you could locate 1930 from the long side without being 660
from the short side.

Q Wouldn't it be more practical for it to be 1650 and no
closer than 990 ffom the unit line?

A Prom unit 1lines?

O

Yes.

A Yes,

{2

ir, that would be the same thing.
Q It would fit better?

Yes, sir, that would fit it.

23

MR. UTZ: That's all,
IR. PORTER: Mr. Ubz, I will ask you a question. What
do you mean by unit line?
MR, UTZ: I méan the proration unit.
MR. PORTER: The 320-acre unit line?
MR, UTZ2: Yes, sir.
MR. PORTER: ‘hank you.
Anyone else have any questions? Mr. Nutter.
QUESTIU::O BY MR. NUTTER:
Q While we are on this, 1s your Martin Lo. 1 Well in a
standard location according to the proposed rules?
A I just thought we talxed about that, but it is my --
Q I don't mean the Martin, the Everest?
A TNo, sir, it is not.
Q& That 1s an exception?

A Yes, sir, we asked that originally.

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE, NEW MEXICO
3-6691 5-9546




2

M. HUTTER: Thank you.
M. PORTER: Any furtner questions?

The witness may be excusede.

MR. DUNN: May I ask a quetion?
MR.PORTER: Yes.
QUESTIONS BY MR DUne

@ Do you know of any well in southeastern New Mexico or in
the vicinity of your test that 1s producing oil from this same sand
or correlative sand?

A Sir, I know of none, if I can answer that way.

Q Let me word the question a little differently. Are all
of the correlative sands that you are acquainted with producing
sand?

A I am only acquainted within the immediate area of the
Everest, and I understand there is not one within four miles produc-
ing from this sand and that's my best knowledge of this sand, withi
four miles.

MR. DUNk: That is all.
MR. PORTER: Anyone else have a question? I believe you
offered your Exhibits alresady.
MR. KELLAHIN: Yes.
MR. PORTER: The witness may be excused.
(Witness excused)

k. PORTER: Any further tegtimony to be presented in

191
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this case? Any statements?

MR. KELLAHIN: If the Commission please, obviously, the

information we have with one well available, which we think is

important, I am certain, on the basis of the information which is o/~

available to this pool, and the wltnesses have ¥ stified that 1n
their opinion it will effectively drain 320 acres, and due to the
economics involved, and the fact, as pointed out, that there is
not even a gas connection in there as yet, we feel a temporary orde
for a period of one year is fully justified until the additional
information can be obtalned, at which time we will return before
the Commission and present out testimony to show whether the 320~
acre spacing should be continued or not. Bult meanwhile, the pool
should be developed on a uniform 320-acre pattern until such time
as the additional information is available because of the economic
situation and because of the core information and other infomation
which 1s available and does indicate that one well will drain and
develop 320 acres, and development on 160 acres, in the meanwhile,
could and probably result in waste. Thank you.
MR. PORTER: Anyone else have anything further to say in

this case?

| MR. DUNN: David Dunn with Union 0il. Union wishes to
make the statement that we do not have any acreage in the immediats
vicinity of this test. We do have considerable holdings in Eddy
County that we consider to be prospective of gas in the lower

Pennsgylvanian. We have completed a gas well south of this area a
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considerable distance from the lower Pennsylvanian sand. We feel
that 320 acres is the bare minimum and we question the advisability
of draining anything less than a 6lj0-acre spacing for the economica
development of gas in Eddy County, New Mexico from the lower Pennsy
vanian.

MR. ANDERSON: Donald Anderson of Malco, Malco alsoc owns
considerable acreage in BEddy County along this sporatic trend and
owns an interest in three wells, and we protest the inclusion of th
east half of Section 1lli, in which we are part owners of a LhO-acre
tract, on the basis that the gas production may be so marginal that
you cannot justify less or a smaller spacing than 6l0 acres. We
are the major owners in the two wells northeast, four miles north-
east, and feel strongly that those two wells are so marginal thab
they should not have been drilled unless the spacing 1s granted on
a 6h0-acre bagis, and we would very strongly object at this time to
including the east half of Section 1l in the area.

MR. PAYNE: We have a telegram here that I would like to

read.

"sinclair 0il & Gas Company wishes to concur with Standard
of Texas in the following: Rules for Atoka Penn Gas Pool. No. 1,
3120-acre proration units with units to run either north-south or
east-west. 2: well spacing to be 990 feet from lease lines and
1980 feet between wells. 3¢ a location formula, 100 percent acre-

age. Sinclair 0il & Gas Company, Signed Layton A. Webb."

MR. PORTER: Anything further to be said? If not, we
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will take the case under advisement and proceed -- take up next

Case 1U2l.
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