SERVICE. Ine.

PORTING

Al
Y
4

R RI

1

NI

<Y-MFE

ARNLI

Al
2
4

DI

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE

BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 20, 1961

EXAMINER HEARING

CASE 2380

TRANSCRIPT OF HEARING




IER REPORTING SERVICE, Inc.

Y
4

DEARNLEY-ME

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 1

BEFORE THE
OIL CONSERVATION COMMISSICN
Santa Fe, New iexico
September 20, 1961

LXAMINEBR HEARING
IN THi «ATTER OF:

ipplication of Consolidated Cil & Gas, Inc., for a
non-standard gas proration unit, San Juan County,

liew Mexico. Applicant, in the above-styled cause,
seeks the establishment of a 320-acre non-standard
sas proration unit in the Blanco Mesaverde and Basin
Dakota Gas Pools comprising the NE/4 of Section 9,
and the KW/L of Section 10, all in Township 31 North,
Range 13 West, San Juarn County, New Mexico. Said
unit is to be dedicated to applicantt!s Segal Well No.
1-9, located in the NE/4 NE/L of said Section 9.

Case
2380

LN SRR L S NP WP N L R N L e

REFCRT:
vaniel S. Nutter, Examiner

THANSCRIPT OF HEARING

MR. WUTTER: Case 2380.
viR. MORRIS: Application of Consclidated Cil & Gas, Inc.
for a non-standard gas proraticn unit, San Juan County, New lexicc
MR. KELLAHIN: Jason Kellahin, Kellahin & Fox, represent-
ing the applicant. Wwe will have cne witness I would like toc have
sworn.,
(¥itness sworn.)

J. B. LADD

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

follows:

P
)



R REPORTING SERVICE, Inc.

IE

1
4

DEARNLEY-ME

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 2

DIAECT EXAMINATICHN

BY MR, KeLLAHIN:

2

Nould you state your name, pleaser

&)

J. B. Ladd.

T

Al Ry whom are you employed, and in what position, Mr. Ladd?

T

Consolidated (il & Gas, Inc. as executive vice-president.

3 Mr. lLadd, in your capacity as exXecutive vice-president,
have vou hid any contact with the background and informution con-
cerned in Case 23807

A Yes, sir. I am intimately fawmiliar with it.

3 Did vou handle the negotiations in regard to the subject
matter of this case?

A {es, sir.
MR. KELLAHIN: We would like to have this marked as

3

Exhibit Ne. 1 and, if the Zxaminer please, this exhibit is identi-
cal to the exhibit attached tc the application with the exception
of the designation of the well, which we will cover, and, therefordg,
we have only one copy.

3 Now, you are referring to what has been marked as Exhibit
No. 1, #r. Ladd. ould you discuss the situation in regard to the
leases in that area?

A This exhibit depicts a portion of Township 31 North, Rangs
13 West, Sar. Juan bounty, lew Mexico, an area in which Consclidated
has been guite active in developing gas production from both the

Blance iesaverde and Basin Dakcta Gas Pools. e have reflected
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several dual
in either of

7 How

completions in that area as well as single conpletiong

those zones.

is the lease ownership depicted on the exhibit?y

A Consclidated acrsage is depicted by

mn

1=

the vellow designatiof;

the Texas Natural Petroleum Company has acreage which is of interesgt

in this case as shown by the blue indications representing the S/2

cf the SE/L4 of Section 9 and the 3/2 of the SW/L of Section 10.

2 And the proposed unit is shown in an orange coler, is

that cerrect?

A That's correct.

3| Cn the exhibit which was filed, the designation of the
well was given as the Segal Well No. 1-9. Is that a correct desigt
nation”

A No, the correct designation of that well would be the

Wilmerding ho. 1-9.

3 The orange-colored acresze, does that constitute one
lease?

A o, that cornstitutes st least two leases.

4 Why do yjou sav "at lesst two" leases?

A I don't recall.

@] actually it constitutes three leases as shown by the

does 1t not?

A 1 believe it would be four lesses:; Tract ho. 3, three
leases, Tract Lo. 2 -- both of them being indicated by the plat as
ceverad Ly cre lesse.

'/!}') -
S
2]
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immediztely

3 Have these leases been ccemmunitized for production?
A lo, they have not. e stand ready; to dc that

vpon approval cf that non-standard unit.

3 Have yciv made any efforts to forma standarc unit, HMr.
Ladd?

1 fes, we have quit: Jiligently pursued this with Texas
Natilonal, who would be the cziher working interest participsnt in
botn bthe §/2 of Section 10 and She E/2 of Ssection ¢, where we have
propesed te drill dosl Mesaverde~Daketa develcopment cils. Texas

ivatiocnal has denied ar

da g

working interest participant. Their acreage is
extensively, we balieve, in thzt 1t carries 3 17-1/2%
royalvy in addition to 12-1/2% land

royalty intere=t reverts tc a working interest

™

7 the lessee of any drilling, complet

cone’lder o be & further rnegs

Je huve attenmpted to securs a farm-out of

unavble to agree to any terms that we consider

veen

Basically, they want at least s [ive percent override

interest Texas Natural in additicn to the

reserve

viousl s reserved by cthers, whicn would have the netv

allowin;: the ope-ator only £5% of total producticr.

sttempted to purchase the acreage outright and zassume

Ilationalt's position as lessese. We have veen unsucces

ing any reasonable negotiation the ac

v ointerest in participating directly

cverriding
This over-—

iocn and oper-

17-1/2% pre-

effect of
We have

Texas
sful in effec

reage has

&
)

N
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been offered to us only is a part cf a larger package of acreage
which thev wish to dispose of a3 2 group. Specifically, they

of fered the acreagze to us for scmething on the order of 100 an
screa with additional overriding royalty burderns on it. We con-
sidered this tec be uneconomic,.

2 In the event this application is approved, do you stand

Py

T

ready and willing to communitige with Texas Nhational in regard to
the southempcrtion of the lands involveu?

A Yes, sir, we would be ready to develop thut land at a
menth?s notice.

Q Then, no land in the area would be left without a unit in
which a well could be dedicated~

4« Mo, as shown by the plat, Consclidated contrcls the 1L./2
of the SW/k of Section 10.and the N/2 of the S4/4 of Section 9.

onscolidated is

(@]

far as

s

That acreace is held by production, inso
[ o 1 b

<

concerned.

o are the wells located in this area corpleted in more than
one zone’

i We failed to indicate the zones on this exhibit. I could
noint out that both wells in Section 2 are Fesaverde wells- the
well in the W/2 of Section 3 is a dual well.

2 In what zcnesrt

A The Dakota-Mesaverde. One well in the NE/4 of Section 3

is a Mesaverde well, the other is 3 Dakcta. The well in the N/2

of 11, the /2 of 10, the /2 of 15, are dual lMesaverde-Dakots

s

N




R REPORTING SERVICE, Inc.

Al
4

DEARNLEY-MEIE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE O

producers. The wells in tne 4/2 of 9 and 2/2 of 22 are bakota
single zcne producers. We propose to drill at the indicated well
site, which would be in line with the nermal geometric development
pattern for both reservoirs.

2 And you would dedicate the unit to precduction from both

o)

reservoirs if this is approved?

) Jo you have any lease expirations confronting you in
regard to this unit?

A fes, we do. Tract ho. 1, which consists of 120 zscres, as
ocutlined on the exhibit in cur proposed unorthodcx unit, or non-
standard unit, would expire sc far as any rights tc Consolidaved,
in about 30 davs. We had 23 90-das development c¢lause with Fan
imerican.

Fik. NUTTER: Is that in addition to the 30 days, or the
30 days is the final?

By Thirty davs ncw would see the expiration of the G0-day

period.
MR. NUTTER: That is the tailend of the G0-day period?

A4 Yes.

] (2. Mr. Kellshin) 1Is the other acreage held by productiol

4 ¥es.

) das Exhibit No. 1 prepared by you, or under your super-
vision?

A Yes.

—

)
N

7
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MR. KELLAKIN: I would like at this time to offer in
evidence Exhibit No. 1.

IMR. NUTTZR: Applicantts Exhibit No. 1 will be admitted in
evidence.

9 (By Mr. Kellahin) Do you have anything to add to your
testimony?

A I would like to point out that we have informec Texas
National of this action in attempting to form a non-standard unit.
Verbally they vciced no objection. They also indicated that their
acreage has some three years to run, sc we wish to point out that
if this nen-standard unit were not approved there cculd be a con-
siderable period of time before either the E/2 of 9 or W/2 of 10
could be developed. That 1s all I have to offer.

MR. EELLAHIN: That is all the questions we have, Mr.
Lutter.
Iix. NUTTER: Does anvone have any questions of Mr. Ladd?

CRCSS EXAMINATION

BY Mx. NUTTER:

) T missed the formations that sose of these wells are coi-
pleted in. The two wells in the B/2 of Section 3 are single cou-
pletions in the lMesaverde and Dakota, correct?

A 7es, cne in each. Let me point out that the southernuiost
well you see in the NE/4 is s well in which we have just set casing
and are now physically ccumpleting as a oJakcta well.

") and the well in the SW of 3 is a3 dual?
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Vo

&0

A

A
<

the 5/2 ©

B

Correct.

The well in the S/W of 9%

Single in the .Jakota.

ind the well in the /2 of 10 is a dual, and the well in
£ 15 i= 3 dual’

Correct.

.nd Consolidated would be willing to communitize the 3W/2

cf 10 and the SE of @ to form a companicn non-standard unit in the

avent tha

A

Mr. Ladd?

in Case b

t it is feasible with Texas Lkatiocnal?

Yes, sir. The documentations are already completed.
MR. NUTTER: Deces anyvone have any further guestions of

He may be excused.
2. KELLAHIN: That is all I nave.
iflR. NUTTLZR: Uces anyone hawe anvthing they wish to offer

c. 23807 Take the case under advisement.

S
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STATH OF NEW MEXICO )

LLG )

t-—l
—

CCUNTY OF EBERLA
I, JUNE PAIGE, Court Reporter, do hereby certify that the
foregcing and attached transcript of proceedings before the New
Mexicc Cil Conservation Commissicn at Santa Fe, New llexico, is a
true and correct record to the best of my knowledge, skill and
ability.
IN WITHESS WHERACF I have affixed my hand and notarial seal

this 30th day of Septeubear, 1961.

F
WJK/

Lotary Aublic - Court/feporter
My commission expires:

May 11, 19€4.

T do hereby certify that the foregoing Is

a comp:iete rezord of the onrocsedings ;n
Lxaminer hearing Case Mo "f?iﬂ
T 2d ____________ . 194/
....... ‘{m"m""m"m"m"m“m"m“m"m. Examiner

New Mexico 0il Conservation Commission
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