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EXAMINER CATANACH: A t t h i s t i m e w e ' l l c a l l 

Case 10739. 

MR. STOVALL: A p p l i c a t i o n o f Marbob Energy 

C o r p o r a t i o n f o r an u n o r t h o d o x o i l w e l l l o c a t i o n , Eddy 

C o u n t y , New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , my 

name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law f i r m o f 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t Marbob 

Energy C o r p o r a t i o n . I w o u l d r e q u e s t t h a t t h e r e c o r d 

r e f l e c t t h a t my w i t n e s s , John Gray, has been sworn, 

t h a t h i s c r e d e n t i a l s as a p r a c t i c a l o i l man have been 

a c c e p t e d and made a m a t t e r o f r e c o r d , and t h a t he i s 

q u a l i f i e d t o t e s t i f y i n t h i s m a t t e r . 

EXAMINER CATANACH: The r e c o r d s h a l l so 

r e f l e c t . 

JOHN R. GRAY, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g been f i r s t d u l y sworn 

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

EXAMINATION 

BY MR. CARR: 

Q. Mr. Gray, a r e you f a m i l i a r w i t h t h e 

a p p l i c a t i o n f i l e d i n t h i s case on b e h a l f o f Marbob 

Energy C o r p o r a t i o n ? 
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A. I am. 

Q. And are you f a m i l i a r w i t h t h e proposed 

Burch C. Fe d e r a l W e l l No. 49? 

A. I am. 

Q. Could you e x p l a i n t o Mr. Catanach what 

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

A. W e l l , f i r s t o f f , t h e reason t h a t t h i s w e l l 

f e l l u n orthodox, i f y o u ' l l n o t i c e t h e r e on your map 

t h e r e i n a minute, why, your highway runs r i g h t 

t h r o u g h i t . And we're d o i n g t h e same t h i n g w i t h t h i s 

w e l l t h a t we were doing w i t h t h e one j u s t p r i o r i n t h e 

o t h e r case i s t r y i n g t o get a p a t t e r n across h e r e , g e t 

the i n f o r m a t i o n we need f o r t h e u n i t i z a t i o n and our 

p a t t e r n across t h e r e and our w a t e r f l o o d . 

Q. Mr. Gray, i n t h i s case are you a l s o 

p r o p o s i n g t o d r i l l t o t h e Grayburg and San Andres 

f o r m a t i o n s ? 

A. Yes. 

Q. And t h e l o c a t i o n , as you've i n d i c a t e d , i s 

due t o t o p o g r a p h i c a l c o n d i t i o n s ? 

A. R i g h t . 

Q. Again, you're t r y i n g t o b a s i c a l l y develop 

on a 40-acre, f i v e - s p o t p a t t e r n t o a c q u i r e data f o r 

f u t u r e w a t e r f l o o d i n g ? 

A. Yes. 
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Q. Could you i d e n t i f y what has been marked as 

Marbob E x h i b i t A? 

A. E x h i b i t A i s our a p p l i c a t i o n for the p l a t 

of the l o c a t i o n that was f i l e d with the Energy and 

Minerals Management and the O i l Conservation 

Commission. 

Q. I t shows that the proposed w e l l i s 2510 

fe e t from the north l i n e and 330 f e e t from the west 

l i n e ? 

A. Yes. 

Q. The 40 acres to be dedicated to tha t w e l l 

would be the southwest of the northwest of Section 23; 

c o r r e c t ? 

A. Right. 

Q. L e t ' s go to E x h i b i t B, and I'd ask you to 

review for Mr. Catanach the s t a t u s of the acreage 

o f f s e t t i n g the 40 acres which i s the s u b j e c t of t h i s 

hearing? 

A. Okay. The 40 acres i s o u t l i n e d there where 

the l o c a t i o n f a l l s . Y o u ' l l note the highway coming 

through there. The l o c a t i o n a c t u a l l y f e l l r i g h t up 

against highway right-of-way where we couldn't make 

i t . So we had to move the w e l l i n that d i r e c t i o n . 

Q. So to avoid the highway, you've a c t u a l l y 

moved the w e l l toward the south, have you not? 
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A. R i g h t , moved t o t h e s o u t h . 

Q. The l e a s e t o t h e w e s t o f t h e 40, t h e t h r e e 

4 0 - a c r e t r a c t s o f f s e t t i n g t o t h e w e s t , what i s t h e 

s t a t u s o f t h e o w n e r s h i p i n t h a t t r a c t ? 

A. Marbob owns a l l t h e s h a l l o w r i g h t s t h e r e . 

H.L. Brown owns t h e deep r i g h t s . 

Q. You're s t i l l 330 f r o m t h a t t r a c t ? 

A. B u t we a r e 330 o f f o f t h a t l i n e . 

Q. Now, i f we go t o t h e a c r e a g e s o u t h o f t h e 

40 a c r e s t o be d e d i c a t e d t o t h i s w e l l , what i s t h e 

o w n e r s h i p u n d e r t h a t t r a c t ? 

A. On t h e B u r c h BB, i t ' s an 87-1/2 p e r c e n t 

f e d e r a l l e a s e . We own t h e 87-1/2. 

Q. Do you a l s o own t h e a c r e a g e t o t h e e a s t and 

t h e n o r t h ? 

A. R i g h t . And where we're a c t u a l l y d r i l l i n g 

has a 5 p e r c e n t o v e r r i d e on i t . 

Q. A r e t h e r e any o v e r r i d e s on t h e p r o p e r t y 

where y o u ' r e m o v i n g t h e w e l l ? 

A. No. 

Q. You've g o t a s t a n d a r d f e d e r a l r o y a l t y u n d e r 

a l l t h e t r a c t s ? 

A. R i g h t . 

Q. So b a s i c a l l y what y o u ' r e d o i n g i s 

e n c r o a c h i n g o n l y on t h e t r a c t t o t h e s o u t h w h i c h i s 
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1 o p e r a t e d by you? 

2 A. R i g h t . 

3 Q. You're d r i l l i n g on t h e t r a c t t h a t has 

4 o v e r r i d i n g r o y a l t y burdens on i t ? 

5 A. R i g h t . 

6 Q. But t h e r e are none on t h e t r a c t t o t h e 

7 south? 

8 A. That's r i g h t . 

9 Q. And you're 130 f e e t from t h e boundary of 

10 t h a t 40 acres as you move t o t h e south? 

11 A. Um-hm. 

12 Q. Has n o t i c e of t h i s a p p l i c a t i o n been 

13 p r o v i d e d t o t h e BLM? 

14 A. I t has. 

15 Q. And a t t a c h e d t o or i n c l u d e d i n your e x h i b i t 

16 package as E x h i b i t No. C are l e t t e r s . Could you 

17 i d e n t i f y and revi e w those f o r Mr. Catanach? 

18 A. That was l e t t e r s we f i l e d w i t h t h e BLM and 

19 w i t h H.L. Brown i n which we have a p p r o v a l of 

20 n o n o b j e c t i o n from b o t h p a r t i e s . 

21 Q. The second page of t h i s i s a c t u a l l y a 

22 w a i v e r from H.L. Brown; i s i t not? 

2 3 A. Yes. 

24 Q. And t h e f i n a l page shows a r e t u r n r e c e i p t 

25 c o n f i r m i n g t h a t i n f a c t t h e n o t i c e has been p r o v i d e d 
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to the BLM? 

A. Right. 

Q. How soon would you l i k e to go forward with 

your plans to d r i l l these w e l l s ? 

A. Whenever Mr. Catanach turns me loose and 

then when he gets through with me, why, when the BLM 

turns me loose. 

Q. As soon as they do th a t , are you ready? 

A. As soon as p o s s i b l e , yes, we are ready to 

d r i l l . 

Q. In your opinion, w i l l approval of t h i s 

a p p l i c a t i o n and the d r i l l i n g of t h i s w e l l r e s u l t i n 

the recovery of r e s e r v e s that otherwise w i l l not be 

recovered i n t h i s f i e l d ? 

A. I t w i l l . 

Q. W i l l c o r r e l a t i v e r i g h t s be protected i f the 

a p p l i c a t i o n i s granted? 

A. They w i l l . 

Q. Were E x h i b i t s A through C prepared by you 

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

A. Under my d i r e c t i o n . 

MR. CARR: At t h i s time, Mr. Catanach, we 

move the admission of Marbob E x h i b i t s A through C. 

EXAMINER CATANACH: E x h i b i t s A through C 

w i l l be admitted as evidence. 
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1 MR. CARR: T h a t c o n c l u d e s my e x a m i n a t i o n o f 

2 Mr. Gray. 

3 EXAMINATION 

4 BY EXAMINER CATANACH: 

5 Q. Mr. Gray, on y o u r E x h i b i t B, t h e g r e e n 

6 o u t l i n e d a c r e a g e , you s a i d Marbob owns t h e s h a l l o w 

7 r i g h t s , H .L. Brown owns t h e deep r i g h t s ? 

8 A. Yes. 

9 Q. Where i s t h e c u t o f f on t h a t ? 

10 A. 4,000 f o o t . I d o n ' t know where t h a t 2,500 

11 come i n t h e r e b u t — 

12 Q • And t h e p o o l s t h a t we're t a l k i n g a b o u t , t h e 

13 G r a y b u r g J a c k s o n and t h e G l o r i e t a a r e s h a l l o w e r t h a n 

14 4,000? 

15 A. The San Andres and t h e G r a y b u r g i s . The 

16 G l o r i e t a i s g o i n g t o be j u s t k n o c k i n g on i t s d o o r . 

17 Q. But i t ' s s t i l l g o i n g t o be w i t h i n t h e 

18 s h a l l o w , w h a t ' s c o n s i d e r e d t h e s h a l l o w ? 

19 A. R i g h t . 

20 Q. I s t h e B u r c h a c r e a g e c u r r e n t l y u n d e r 

2 1 w a t e r f l o o d o p e r a t i o n s ? 

22 A. Yes, i t i s . I n f a c t , I t h i n k — yeah, I 

23 t h i n k you '11 see an i n j e c t i o n w e l l h e r e . O f s e t t i n g 

24 t h e B u r c h , t h e BB 33, t h e r e i s an i n j e c t i o n w e l l . 

25 Q. I s t h i s a s e p a r a t e a r e a f r o m t h e K e e l y t h a t 
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1 you're g o i n g t o propose t o u n i t i z e ? 

2 A. W e l l , we propose t o u n i t i z e t h e e n t i r e 

3 e i g h t s e c t i o n s . 

4 Q. Which i n c l u d e s t h i s acreage? 

5 A. Which i n c l u d e s t h i s acreage, t h e Burch B, 

6 th e Burch BB, t h e Burch C, t h e Keely C, and t h e Keely 

7 A, and t h e Keely B. But t h e r e ' s e i g h t s e c t i o n s t h e r e 

8 i s what we're w o r k i n g o f f o f , and we -- w e l l , what 

9 we're t r y i n g t o do i s u n i t i z e t h e e n t i r e e i g h t 

10 s e c t i o n s . And t h a t ' s t h e reason I s c a t t e r e d these two 

11 w e l l s out as t o where I'm d r i l l i n g them, t o t r y t o 

12 c r e a t e some i n f o r m a t i o n t h e r e f o r y ' a l l . As you know, 

13 i t ' s obvious about t h i s u n i t i z a t i o n on t h i s t h i n g , a 

14 l i t t l e b i t . 

15 Q. The p r i m a r y reason f o r t h i s unorthodox 

16 l o c a t i o n i s t o p o g r a p h i c because of t h e highway; i s 

17 t h a t c o r r e c t ? 

18 A. W e l l , t h a t ' s a p o r t i o n of i t . 

19 Q. That's a p o r t i o n ? 

20 A. Yeah. 

21 Q. I t ' s a l s o --

22 A. I t ' s a l s o — 

23 Q. -- t o complete your p a t t e r n ? 

24 A. R i g h t . 

25 Q. I s t h e G l o r i e t a g o i n g t o be t e s t e d i n t h i s 
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w e l l ? 

A. Yes, i t i s . 

Q. But not produced, j u s t t e s t ed? 

A. Um-hm. 

Q. Mr. Carr was asking you something about 

there was an override on the acreage that you're 

d r i l l i n g on? 

A. Yes. There's a 5 percent override on the 

acreage we're a c t u a l l y d r i l l i n g on. 

Q. And the acreage to the south doesn't have 

tha t burden? 

A. No. But w e ' l l be crowding our own acreage 

tha t don't have any burden on i t . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have of the witness. He may be excused. 

MR. CARR: We have nothing f u r t h e r i n t h i s 

case, Mr. Catanach. 

EXAMINER CATANACH: There appearing to be 

nothing f u r t h e r i n t h i s case, Case 10739 w i l l be taken 

under advisement. 

MR. CARR: Thank you, Mr. Graves. 

THE WITNESS: Thank you. Gentlemen, i t 

sounds l i k e you a l l have got a f i n e day up i n front of 

you. I ' l l get out of your h a i r and l e t you get 

s t a r t e d . 
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