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MR. STAMETS: wWe'll call next
Case 7945.

MR. PEARCE: That case is on
the application of J. Cleo Thompson and James Cleo Thompson,
Jr., a partnership, for statutory unitization, Eddy County,
New Mexico.

MR. DICKERSON: Mr. Examiner,
I'm Zhad Dickerson of Artesia, New Mexico, on behalf of the
applicant and I will swear two witnesses; hopefully, just
call one.

MR. PEARCE: Are there other

appearances in this matter?

MR. HALL: Mr. Examiner, mv
name lg Scott Hall from the law firm of Campbell, Byrd, and
Black, P. A., Santa Fe, appearing on behalf of William
Joseph Foran.

MR. PEARCE: Are vyou going to
call any witnesses at this time, Mr. Hall?

MR. HALL: No, sir.

{(Witnesses sworn.)

MR. DICKERSON: Mr. Examiner,

I'd 1like to briefly summarize the procecedings which hnave
gone on 1in this Division before.

On October 12th of 1983 in Case

Number 7945 and subsequently under Order R-7375, the unit
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4
area which 1is the subject of this statutory unitization was

approved as a voluntary, cooperative unit.

The applicant in this case con-

bt

trols 100 percent of the working interest 1in +the entire
unit. The unit consists entirely of State and Federal lands
approxXimating 3300 acres in Lea County.

The proceedings in the previous
case last -- Lea County, excuse me, Eddy County, Mr. Examin-
er -- the proceedings in this previcus case covered, we
think, adequately all requirements of statutorv unitization
except for the fact that at that time the appolicant had had
difficulty contacting because of many years time passage
many of the overriding royalty owners, and at that time had
not had an adequate opportunity to obtain voluntarv consent
of those overriding royalty owners to the unit, and during
the October hearing the Examiner was requested to retain
jurisdiction of this cause to enable the applicant to come
back at a later date in order to supplement the record with
evidence as to his attempts at that time, waich 1is now, to
obtaln the voluntary joinder of these overriding royalty in-
terest owners.

The applicant 1s here to do
that today and we would ask that the Examiner take adminis-~
trative notice of the previous proceedings in this case and
1f it would be helpful, we have a transcript of the hearing

in that case.

MR. STAMETS: I don't think
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5
this will be necessary, Chad. I can get our copvy out of the

case file, but we will take note of that original case.

TOXIE EUGENE BEAVEERS,
being called as a witness and being duly sworn wupon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. DICKERSOMN:

o] Mr. Beavers, wlll vou please state your
name, your occupation, and where you reside, please?

A My name 1s Toxie Eugene BReavers. I re-
side 1in Dallas, Texas, Vice President with J. Clec Thompson.

0 Mr. Beavers, are you familiar with the
West Square Lake Unit Area?

A Yes, I am.

6] Would you refer, Mr. Beavers, to what we
have marked as Exhibit Number One and tell the fxaminer what
that 1is?

A Yes. Exhibit One is a --

MR. STAMETS: Before vyou do
that, 1is Mr. Beavers being gqualified as ar expert or just as
a vice president of the company?

MR. DICKERSCN: No, Mr. Exami-
ner, he is just Vice President and he will testifv as to the
mere mechanics of this.

A Exhibit One is a list of rovalty interest
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6
owners, their last known -- giving their last known address,
name and addresses in the first column. The center column

gives the tracts 1in which the interest would varticipate in
the unit. The third column indicates a "Y" for yes or "NMN"
for nc regarding whether or not we received ratification
from each owner.

o] And the tract numbers refer back to Exhi-

bit 2 to the unit agreement on file in this case, do they

A That's correct.

b

What efforts have you made to contact
these royalty 1interest owners and obtain their voluntary

consent to joinder of this unit, Mr. Beavers?

A For the last six to eight months we've
been making phone calls and also by mail to contact these
owners.

¢} What 1s the status of approval of the

Commissioner of Public Lands as to the State rovaltv in this
unit anc the BLM as to the Federal ownership?
A The Commissioner of Public Lands has

given us preliminary approval last sumner.

The BLM has given us preliminary approval
either yesterday or today.

Both the BLM and the Commissioner of Pub-
lic Lands had some changes that we have made and are going
to resubmit those changes to them, and we don't anticipate

any oroblems.
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0 Resubmit the unit agreement for final ap-
proval.

A That's correct.

C Refer to Exhibit Number Two, Mr. Beavers,
and tell us what that is.

A This 1s a complete packet which shows all

of the consent and ratifications that we have received that
were sent out for forming this unit.

0 So the parties who executed these have
voluntarily committed their overriding rovaltv interest to
the west Square Unit.

A That's correct. All consent and ratifi-
cations that were received were voluntary.

0 Okay, turn to Exhibit Number Three and
tell us what's shown on those papers.

A This 1s a schedule which sets out the
royalty, overriding royalty, and production payment partici-
pation by tract in each and every tract, giving the tract
participation.

C That's the tract participation factor in

the second column there, or the third column?

A On the second column.
0O From the unit agreement on file.
A That's correct, and the ratified in the

fourth column, next column, next over, gives the percent
that has been ratified for that tract.

The next column over gives the percent
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8
that has not been ratified for that tract and that's fac-
tored on to total unit participatior and the same ratifica-
tion and not ratifiea.
We go on to the second page, 1t coﬁtinues
for all total twenty-five tracts giving the percentace rati-

fied, 89.00847 percent that has voluntarily ratified, per-

; centage not ratified was 10.99153 percent.

Those that have not ratified, there have
been none that have objected. They have just not been lo-
cated. Their whereabouts are unknown. Those people are in-
dicated below those figures on page two. There are four in-
dividuals.

0 So to summarize, Mr. Beavers, of all roy-
altv, overriding royalty, and production payment owners, in-
cluding the government royalty, on a 100 percent basis 89
percent of the royalty has approved your proposed unit.

A That 1s correct.

Q And voluntarily joined.

Mr. Beavers, at the previous hearing on
this case the Examiner requested that the applicant submit
additional information regarding the next or the 1initial
plan of development and the economics in the proposed uniti-
zation.

Will you refer tc Exhibit MNumber Four and
briefly summarize those factors for the Examiner?

A Exhibit Four is a letter written by WMr.

Thompson to Mr. Dickerson, dated March 7, 1984, and it gives
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9
that 1information for the West Square Lake Unit, Eddy County,
New Mexico, that our first stage of development for the
first stage of the unit, we will contemplate drilling five
wells, average cost of $160,000 per well.

Likewise, we plan on equipping these
wells for primary procuction initially and after a given
period of time, twelve to thirty months, approximately, four
otner wells will be convertsd to injection at arn additional
cost of $20,000 per well, making a grand development cost of
$880,000.

After =-- we anticipate the five wells
producing 20,000 barrels of oil prior to conversion to water
injection, total of 100,000 barrels. A value based upon
$25.50 after all taxes, which would egual $2,550,000 cross,
less royalty and overriding royalties of 17 percent, or
$433,500, leaving a gross revenue to the working interest
owners, $2,116,500.

At this time it is expected that oper-
ating expenses are anticipated to be approximately $£800 per
well per month prior to the water injection. After water
injection 1s commenced on the four injection wells, it is
anticipated the five-spot pattern will ultimately produce an
additional 80,000 barrels of oil, using the same value
of $25.50, or $2,040,000 gross.

0 So based on that information the onera-
tion of the proposed unit area would be profitable both for

-- as to all working interest owners ancd as tc all rovalty
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interest owners.
A That's correct.
Q Mr. Beavers, will vou refer to Exhibit
Number Five and tell the Examiner what that 1is?
A Exhibit Number Five are replacement pages

to Exhibit B of the unit agreement correcting royalty inter-
est. These pages can be substituted in Exhibit B and those
corrections have been made.

0 Those corrections deal with the interest
of Joseph William Foran, et al, for whom or on whose bchalf
Mr. Hall is appearing here today, does it not?

A That 1s correct.

MR. DICKERSON: Mr, Bxaminer,
at this time applicant moves admission of its Fxhibits One
through Five.

MR. STAMETS: Without objec-
tion, these exhibits will be admitted.

MR. DICKERSCN: And that con-
cludes our case, Mr. Examiner, unless you have questions.

MR. STAMETS: Are there any
questions of the witness?

MR. PEARCE: Excuse me, 1if I
may .

I'ma little unclear, Chad. On
Exhibit Number One, the column, Ratification Received, noted
"y" or "N" for yes or no.

MR. DITXERSON: Right.
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MR. PEARCE: How -- how does
that match up with the summary on vrage two of Exhibit Three?

MR. DICKERSON: It would be the
same except for mistakes, if any, and vyou've obviously
caught one somewhere?

MR. PEARCE: Well, just looking
at this I find four names listed on the bottom of page two
of Exhibit Three.

MR, DICKERSON: Uh=-huh.

MR. PEARCE: As not participat-
ing but there appear to be ten or fifteen entries marked "N"
on Exhibit Number one.

MR. STAMETS: Take, for ex-
ample, Max Coll on page one.

MR. DICKERSON: Uh=huh.

MR. STAMETS: Where 1s he re-
flected on Exhibit Number Three?

MR. DICKERSCN: Let's see, you
have to -- 1it's -- Exhibit Number Three is on a tract basis
so you have to look for Mr. Coll's interest, let's see, Max
Coll, Tracts 5, 6, 7, 8, 13, 14, and 15, so in each one of
those tracts he has an interest of some type.

MR. STAMETS: So on Tract 5 on
Exhibit Three, Max would be reflected in the not ratified
column.

MR. DICKERSON: That's correct.

MR. PEARCE: And I'm still un-
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clear on what the four names on the bottom of vnage two are.

MR. DICKERSO

[

v: Those are par-
ties who are simply unlocated. They have not been heard
fror since the early 194C's when this area was firsﬁ devel-
opec and they are also included in the not ratified interest
ana that, the purpose of that, Mr. Pearce, was simply to
point out that all -- this 10 percent of the rovalty which
has not ratified, 1it's not the -- it would not be true to
say that they have refused to ratify. A large portion of
those who have not ratified have simply failed to respond to
any contact or correspondence or have not been able to be
located, and, as a matter of fact, not a single one has
said, nc, we're not going to execute the ratification under
any instruments, and that was the purpose of that portion of
that exhibit.

MR. PEARCE: So then eny not
ratified interest shown on Exhibit One would be reflected in
the difference between the not ratified column total on the
top of page two, being 1.93+ percentage ané the total at the
bottom of page two for those four particular interest owners
whe can't be found, which is something under 1 percent.

MR. DICKERSON: That's correct.

MR. PDARCE: Okay, thank you,
sir.

MR. STAMETS: Any other ques-
tions of the witness? He may be excused.

Anything further in this case?
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advisement.

The case will be

{Hearing concluded.)

13

taken

under
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CERTIFICHEL

3
o

I, SALLY W. BOYD, C.S.R., DO HEREBY

CERTIFY that the foregoing Transcript of Hearing bhefore the
01l Conservaticn Division was reported by me; that the said
transcript 1s a full, true, and correct record of the

hearing, orepared by me tc the best of my abilitv.

/J/MK\)Q» %o\a Coe—

S on Division
L Conservaion D
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Cleo Thomnson for statutory

DICXER

D Trat

W

(o)

Call Case 7G4

1

case is on

unitiza-
0O e

Mr. Examiner,

I1'm Chad Dickerson of Artesia, New Yexico, on bhehalf of the
a»plicant, and I will cell one witness,
¥R, DPEARCE: Do we have other
appearances?
(’itness sworn.)
J. CLZO THOMPSC:, FE.,
being called as a witness and being cdulv sworn upcen his

cath, testified as follows, to-wit:
DIRZCT THANIMATICX
BY M, DICKTRSOM:
. Will you nlease state
occunation, and where vou reside?
A Jg. Cle2o Thomoson,
Dallas,Texas. ¥y occunation is an cil »r

reservolir engineer,

) ir. Thompson,

fied bhefore this Commission or o

vour credentials made a matter of

A I really -=- I think I have but I't

have vo

ne of it

record?

VOUr name, vour

T,
Jr ., I

eside at

operator,

u »nreviously testi-

S examiners andé had

rnot
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certain. It's been a lonyg, long time and a lot of water's
cone uncer the bridge,
9 why den't you

‘ust very brieflv sumimarize

your educational and work history for the Txaminer

")

A I was raised 1n Dallas. I attended
Southern [iathodist University where I studlied ceolocv and
engineering.
I later attended CQklahoma Tiniversitv and

later attended Schocl of lfines in Colorado.

0 And what professional degrees do vou

1

Zngineering and I'm also fully cqualified
as an LXXon reservoir engineer.,

~
P

Wow, Mr. Thompson, are you familiar with

the apnlication and¢ the proceedings sarrcunding this case?
A Yes, sir.
MR, DICYERSOV: I tender this
witness, “r. Examin=ar.
MO, STAEMETS: He 1is considered
qualified.
- Mr. Thompson, would vou prieflv summarize
the n~urpose of this oproceeding for the Examiner?
A In Zase 7945 J. {Cleo Thompson and James

Cie0 Thomnson, Junior, A nartnership, has nroposad a unit as
proposaed by —- as unit operator, seeks approval of the West

Square Lake Unit, a statutory secondary recovery unit
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land in Townshins 16 and 17 South, Fange 20 FTast, Fady Coun-

tv, Hew #exicoc.

27€0 acres are Tederal, RL¥, acreacge, re-

"J
st
wn
n
0]
o]
or
H

inc arproximately 83.13 nercent of the unit area, and

560 acres are State lands, renresentind 16.87 nercent of the

o Yr. Thompson, is water injection

o

Yes, it is, by Créers R-1354, R=-2823, &nd
2=2156, Our predecessors in title of the current owners in-

stituted a secondary recovery pnrogram becinning back in

rumerous administrative expansions of the

sutiori

N

ation are also 1in effect. These orcders pvermit water
injection 1into bhoth the Greydurg and San irndres reserveirs,
which 1s the same interval to be unitized here todayv.

Although the injection watear has not been

continucus, the secondary receverv nrocran has been

neglectad -- excus

4

me —-- although the vater injection pro-
Ggram has been continuous, but it has been neclected and it

is not currently being operated in an efficilent manner.

o “r. Thompson, woulid veou refer to what 1is
marked as Fxhibit HMumbher One and describe what's shown on

[

.\ This 1s a map of the unit area and the
surroundinc leases, located a few miles north and east of

the Town of Loco Hills, “ew ¥exico. The boundary lines are




(o))

are ovtlined in red.
As vou cen see from the man, the area is

largelv developred, rost of which occurred in the 1640's.

Ownership of the leases in the area is reflected on the ex-

-

nibhits == exhikit. We and our assoclates own 160 percent of

the working interest in the unit area.

G ¥r. Thompson, upcon what factors was the
cgeozrannical extent of vour prornsad unit area bHased?
A I'm c¢oing to need to elabhorate 1in  sope

detail on this matter and if vou have anv cresticons vhile
oing tarough, please ston me.

Mirst of all, the ares to the south,

eltner under flood by a working interest owner acreement or
by unit. I hopne I'm clearly stating that. Irn Texas we cell

them working interest cwner units and thev're reallv not

“

numher cf

-3
oy
}_A

n
o
[A3]
mn
D
D
I_l .
o]

"3
[
O

L]
[
(.
Ui
n
h
O
L
o

ot
m
cr
D
[

vears, dating back to the mid-sixties, and Jevelopnment

irto the early seventies. Yoot of the cdevelooment is in its

srimarv == in its latter stages of Jdepleticon at the present
tine.

21
22

23

25

meaiately to the east of

cess of plucying out at the

st

[N

11 scme onerations,

they wers probahbhly 1n exces

flood im-
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reserves.

oo

The same thino 1s true in nearly all of

the remaining area to the south and the southwest and west

to sonewhat lesser a degree. Consequentlyv, we could not ex-
nact to form & unit nere and encoupass this  acreage

surrounding us to the -- from the northeast to the -- clear
around into the west side, due tc the factht that the workinag
interest owners would not he interested in Joining us on the
cevelopment type orogram that we

Further still, Newmont (1l Company
attemptad to flood this immediate area and rost particularly

in Section 34, back in the nid-sixties and early seventie

U]

They yere somewhat successful but on a verv limited scale.
Their, we feel the primary reason for
tneir failure 1s due to their development vroagram and the
ensity of their development prograr, as well as their water

i

-

1jection pressures that they experienced, which was brought

~

uson ny a number of factors, one bhelinc the completicn tech-
nique the wells were originally drillec; two, the cdensity;
three, the nature cof the 2riginal stinulaticn, wnhich in most

cases was nitroclvcerin; four, their leck of true knowle

fF
t()
)

of all the reservolr characteristics of this immediate area,

due to lacxk of informaticn.

As 1 ated esarlier, wost of these wells
were cdrilled in mid-forties. I think there's two open hole

logs that are of the cuality that we're wused to todav.

There's one core analvsis in the entire area and it's not
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truly, we don't consider 1t representative.

The area to the nerth of us, our »oroposed

th

unit, 1is -- encompmasses other zones of completion. Conse-
guently a secondary reccvery prodgran includinc that acreage

wotld not be, we wouldn't be flooding homojeneous reser-

VOirs.

0 Mr. Thomnson, would you refer to what are
marzed Exhibits Two and Three and state what thev are?

A Exnibit Two is a draft of the oproposed
unit agreement. You'll note nencil chanoces are those

)

requested bv the Gffice of the Cormissioner of Public Lands.
wle have not revised the form pending any chandges required by
the Bureau of Land Management with respect to th Feceral
lands.

When the unit acreement has been revised
anc executed by all parties, we will submrmit the recuirec
conies for final approval. This is a standard from for &
combined State and Federal areas.

Tx¥nibhit Three is a unit oneretinge agree-

ment.

o ¥r. Thompson, what is the rronosed uni-
tized formation?
2 The unitized formatiorn 1s the Grayburg-

San Andres formation, as identifisd by the hore hole compen-

sated sonic gamma rav log in the llewmont 211 Company Ttz "CU

\

A

¥o. 1 Well, located in Section 24, 16 Socouth, Range 20 East,

Eddv County, New Mexico, with the ton of the unitized forma-

o
-+,

tion being feund at a depth of 221% feet helow the surface

oy
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anc. the hase of the unitized formation heinag found at

Y]

centn of 2150 feet "melow the suriace.

That 1s the status of mnarticipation bv

the working interest ovners?

E:\ Ve have 1C0 percent rsarticiration »v the

working interest owners, =11 ¢of whor have executed tha unit

agreerent ac well as the unit onerating acreement.,
Two~thirds of the workino interest 1is

controlled by the Thompson family; the bhalance one-third is

3

owned by the Tett family of Dallas.

o Mr. Thompson, refer to Bxhibit Hunber

(5]

cur and tell us what is shown on that document?

h Txhibit Tour ig  simely  a schedule

.

reflecting the royvalty and overriding royalty hurden on each

tract. These burdens taken with the tract participation

factor are then exopress=d as nercentaage of

tion.

) what igs the status of particination by
the rcyalty interest onwhers?

A In early June we submitted the unit

asreement for nreliminary approval to the Yew MMexicoe Commisg-
sioner of Public Tands with resvwect to 1R8.%1 nercent of the

the unit areea.

-
=3

q

recuested the changes shown on xiiinit Two, and we will re-

subrit the2 unit agreerment and unit -- unit agreement and
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The sure2atv of Land anagement has not
acted on our reqguest for nreliminary approval, although it
vas submitted over four monthe aco.

je have bzen 1n consultation with =-- with
them and helieve that the Zureau of Land Management will an-
prove the proposed vrit area insofar as it avnlies to the
Federal lands, which renresent 52.45 percent of the unit
royalty.

Cverricding rovalty interests, represent-
ing 28.64 percent of the unit rovaltv, we propose tc con-
tact all owners whose whereabouts are known and invite them
to voluntarily Jjoin the unit. We believe that far in excess
of the required 75 percent will »narticipate voluntarily in

the unit.

D

i,

r. Thompson, in view of this situation,
what do vou nropose that the ©il Commission, or 0il Conser-
vation Division, do with recgard to final written apprcval of
the unit agreement and unit operating agreement?

A We recusst the Division allow us a
reasonapble period of tim2, rot to exceed siy nontihs fron the

te on which the order apnroving the unit operatien is  en-

o
)

s

tered, to obktain crral written approval by the persons
owning the recuired rercentage of interest ir the unit area,

ané at such time, enter a sunolerental order findinc that

the nlan ¢

Fh
[
3
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joh
.

recuest that in the event

he located or wao refuse
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to wvoluntarily Jjoir, that following notice to therr the
Nearing Bbe reopened to determine whether their interests
will be subjected to “ne statutory unitization,

g L3 m: . o
0 Mr. TAonES

0
jo]

would vou refer now to the

nrovisions

unit oreratinc agree-

ment which ccvers ana allocates to each separately owned

n

tract all of the o0il anrd cas »nroduced in the unit area?

e

Fxhibit = to the unit acresnent and Sec-

tions 12 and 13 ancd 14 of the unit acreement cover the mat-

\
by
s
jos
ks
D
-
o]
ot
)

hese cocuments appears a nrovi-
sion for credits and adjustmants for the personal property
contributed by the working interests to the unit area?

A Article 10 of the unit opnerating agree-

ment covers these adjustments.

)

~¥nere in these instruments 1is provided
for cost of unit operations, includinc capital investments

and related matters?

p Article 11 of the unit onerating agree-
ment.
o Is there a provision for carrving any

working interest owner who coes not vay hils share cf costs
and related matters in these instruments?
A I sincerely =-- it doesn't appear that

this will be any such a prchlem; however, Article 11 of the

i
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unit ovnerating agreement covers this situation.
o here in these documents 1is it provided

for the selection of the unit omerator and providing for the
supervision and conduct of the unit operations and

replacement and removal of the operateor?

o)

2 Sections #, 7, and £ of the unit acree-
mant, as well as Article & of the unit operatinag ajreement
covers this matter.

0 Is there a vrocedure for the decision of

matters to be cdecided hy the working interest owners in

]

these documents?

&

Yes, Aarticles 3 and 4 of the unit

s
W

onerating agreement cover tinls procedure.

Q Where in these instruments is it provided
as tc wvhen the unit overations shall commence and the manner
in wnich the operations will terminate and the settlement of
accounts upon such termination?

A Articles 15 an¢ 20 of the unit operating
agreement and Section 23 of the unit agreement provide for

this matter.

Is there & vprovision for expansion of the
unit area
A Section 3 of the unit agreement pnrovides
for expansion of the unit area.
Q0 Yr. Thorrpson, 1in vour opinion has the

unit area sougnt to be unitized been reasonably defined by

<
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0 Yes.
2 Would vou bLiriefly summarize your plan for

operations on the unit area?

A Going phack to vour last cuestion, it's
been developed from a standpcint of primarv means. As far

as secondary means, we Son't think it has been developed.

Now 1

=

answer to vour cuestion for the
develonment cof == of tne unit area for secondarv, we contem-
plate a preocedure that we nave found to be verv satisfactorv
in other similar reservoirs under similar circumstances and
concdlitions, which is lavrcelv a 5-spot pattern developed on a
10-acre sracing. This allows conticucus reservoir condi-
tions to exist that won't exist in this tvpe of reservoir on
40~-acre spacing.

At the same time it allows wells to be
more homogeneous with one another that doesn't exist on 40
acres.

We feel like that we will be able to sub-
stantiallyvy reduce injection »nressures to below -- a figure
something in the order of 1100 »si, whereas WNewmont
experienced injection pressures in excess of 1850 psi.

Carrving our plan further, we plan on de-

veloping on 1l0-a:

9}
i
0]
i
I
3
O
ot
§o)
st}
t
+
D
)

completing the wells
with a modern technlcue; taling advantage of logging equlp-

ment that's aveilable today; selectively nwerforating said

wells at desired intervals to control stimulation from pri-

mary means of production, es well as controlling the flow
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of water once thev're converted frorm nrima

]

v production to
secondary by injection,

Carrvinag that voint further, we would
place these wells on »roduction by prirary means for two
purnoses; one, to establish a net cash flow; twe, to with-
draw the reservolr pressure c¢own in the vicinity of the

wellbore. This process will probablv taeks in the order of

e}

from 10 tc 30 months to accomplish and 1t will derend unron

the reservolr conditions. It nas been successfully tried

I

+

and done in a number of fields in west Texas, nrimarily the

ieans Field 1in Andrews County fevellana
dor

25

ield, Sundown

!

Fielc, NMcllrov Field. The recoverieg arce netter than what
we initially anticipated.

Mv  organizetion has had guite a bit of
experience 1in development of these procedures ané we feel
very oroud of our accomplishments.

o Mr.Thompson, 1n your opinion are the pro-

ducing wells located on the proposed vunit area 1in an

aGvanced state of depletion by a primary reans?

£

2 Yes, sir, extremely advanced.
2 in vour opinion will the nroposed water-
floo¢ onerations suhstantiallyv increase the amount of oil to

i

e recovered over primary methods alone?

2 Very definitelv.
9 In your opinion how much additional oil

will be recovered through the »rovosed secondary recovery

- .

omerations in excess of what wonld he recovered through nri-

,»
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mary ieans alone?

}, 000 barrels rner 10

<

o]
9]
"y
T
n

o In vour opinion, Ir. Thomnson, will the
value of the esgtimated additional cll to o2 recovered axceed

all estimated costs of the nroject?

-

A Yes, sir.
O And yleld a reasonable nrofit?
A Yes, sir.

he)
.t
|._a‘.
—
et

vou now describe the rethod hy which
the oroducticn 1is to he allocated tc the various tracts?

P we arriveag

L

[
'._A.

at a fornule that doesn't have

5
j oA

'1

a lot cof scientific appnroach to it, bhecause, the r=ason for

that 1s very simple: The information for a good, scientific

set of parameters isn't available.

ey

s T

n

tated earlier,
some of these wells were drilled nrior to terld War I and
sorme weare drilled during thé war and a few shertlv thereaf-
ter. The information that'sjavailahle on them is very, very
poor. l!ost of them were drilled with cable tools ard all we
have 1s cable tool, old Cabie tool crillers logs, which vou
¥now what that consists of.

Sc we to¢k what wo» thoucht was the best
parameters that w2 could truiy hans
oresentative of the -- ©f the recoverable o1l heresfter,
whichh consists of one-thircé to cumulative p»roduction prior
to Januaryv the 1lst, 1953.

Wa felt that a curmulative figure after
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that date was not reprasentative and had been influenced in

1

certain areas -y water inijection, where in other ar=as it

The second naramzter used, which amounts

]
[

tc  one-thi

h

of the participaticn is gsurface acres. The
surface acres, wa feel, from tne information that we have,

whnicn Thasically 1s old arillers logs, performance of the

wells, the surface acres has a tendencv to strongly let show
the true productive capacitv of the reservoir.

The third parameter 1s current oil
nroduction for the last half of 1972, This was used due to

the fact that there were three new wells drilled during the

latter half of 'R2. Part of the tinme this lease, these
leases where the three wells were drilled had a cood 1influx

of current »roduction.

Ancd this »nretty well sumnarizes. It's
about the only parameters that we have available to us un-
less we go to counting fenceposts.

2 Mr. Thompson, 1in vour opinicn dces that
participation formula which you've describes allocate the

procuced and saved unitized subhstances to each separately

ovned tract on a fair, reasonable, and egulitable basis?

o

A We have looked at this very closely and I
feel like that it does.

o In your opinion is the unitized manace-
ment, operation and further cdeveloprent of the West Sqguare

Laxe Unit reasonably necessary to carrv on secondary
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racovery operations in order to increzse the racoverv of

0il?
2 Verv cdefinitelyv.
o In vour oprinion, then, 1is the ©proposed

unitized method of operation feasible and will it with
reasonable worobability result in increased recovery of sub-

stantially more oil and gas from the unitized vortion of the
200l than wculd otherwise be racoverec?

A Yes, sir.

\
-t
jou

your opinrion will the granting of
these avplications and the adontion of the pronosed unitized
metnoc of operation benefit the owners of working interests

ant rcvalty interests in the area to be unitized?

2 Yes, sir, very much.
G In veur opinion will granting the anpli-

n
)
[©)

cations in these cases have any adverse effect on other por-
tions of the nool?

A Yo, sir.

O Mr. Thompson, finally, in vour opinion
will the grantinc cof the apnlication for unitization prevent
waste and ©protect correlative rights of all owners of
interest within the unit area?

B Yes, sir, it will.

o Exhibits Cne throuch Four were prrepared
under vour supervision, were they not?

A Yes, sir.

Move admission
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cf Evplicant's FExhibits One, Two, Thr=ee, and Four,

“a

I

fzanmin=r, and that concludes our direct testiwonv.

o

N

Mr.,

ME, STANFTS: These exhibits

SP,  BTUANIDTE:  Is Exhibit

y

rour,

is the varticipation there shown in the one, two, three,

four, fifth column, 1is that particiwation in the proiject a&s

a wnole?

5 v Pk . o
MR, DRICYCDESON: o

r

that'

s the

participation of the tract, Mr. Pxariner, and then by multi-

olving the rovaltv interest by that, then the

as

9§}
]
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[
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3
ot
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ct
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o
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M
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columns on the richt,

MR,  STANITS: The two richthand

columns and here's one that cavs participation.
¥R, DICKFERESOMN: Th=huh.
MR, STREETS: Is that the

narticipation --

hat's

ese

the

would

narticipation factor from Txhibit A2 to the unit aareement.
|24 STRAVITS To th
all add un tc one?
MDD, DICKERSON: o, I

o]

Examiner, these add un to the ficure shown at tne

®

each column. For instanrce, under the rovalty interest column

total Pecderal rovaltv is 9.21 percert of unit »roduction.

Total overriding rovalty on the Federal leases 1is

yo]

.32

(
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Mp, STAYETS: 2And the partici-
nation column doesn't have a total on it.

MR, TDICKZIRSOM: Thet's -- it's
160 percent.

YR. STRMETS: Qkey. So if we

go back and talk about the warticipetion column, then, and

[S}]

ssuming that it's 1C0 nercent of

Y Tract Mo. 1, which 1is
Lease [NM=-02425, heir participation in income and cost of
the unit would bhe 6.14C2 percent.

MP, DICKTRECI: That's correct.

MR. ZET2aMETS: Okav, and those

4

participation factors are based on the one-thircd production

to 1-1-60; one-tunird surface acreace;

13

n¢ one-third nroduc-

tion for the last half of 1682,
A That's correct.

MR, STANFETS:  Rll rigbht.

bRV S O THMQ .
Sl [ANPRN (%4

rI.-’x“xL;u.

0 *ow, Mr. Thomnseons, vou naven't told us
ahout the costs involved in all of this. 2 have a rough

@}
O
w
t+
9]
Q
O
=
o]
jo
t
QO
Y
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D
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A we anticipate developrment program on  a

pilot Dnasis probablv twe 5=-well pilets within the first 10
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to 12 renths. Thev would == one would no located in

63
]
@]
t
e
]
3

24 and cne would bhe located in Section 35.

Develonment will awrount to, on  each
orograr, approximately §700,000,

After =-- 1in order tg¢ wrakxe this work in a

1

ranner which would be economical frorm the operator's -- from

the working interest standproint, tining will be of areat im-

nortance. Ve feel 11

M - SN g o o

Fave I answered vour cuestion?

D ell, partly, but vou indicated that you
alreacdy have 100 percent of the working interest sianed usn.

2 That's correct.
) 30 the peownle who are coing to way the
bille have all agreed to Jjoin.
A That's correct.
Ané  so  these follks must  think  that

they're going to get more money than tiney're p»utting in.

A That's correct.
o You're not running a charitable --

Yhere were we? A1l right. Mr. Thomnson,
why 1s 1t necessary to have a unit in here in order to con-
cduct this tvpe= of oreration?

A In our opinion it's verv necessarv due to
the fact that eventually we will want to cdo some cevelopment

on lease lines. jow I realize that that's -- it can't be on
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a2 flat lease line in &new Heyvico, but 10 feet off, or
whatever the recuired distance is off the lease line will be
a necessary part of our »rograri.
AR, DICHKERSOM: Yr. T¥anlner,

producea from tnose tracts and the rovalty laterest owners

s2 tracts in the absence of unitilzation would receive

A In other worcds, 1t would heln protect
correlative rights.

8] I helieve vou've indicated this area has

benrn developed on primary oroduction and also has had water-
floocin: in it, and wvinat vou're deinc is, even though it's

not tertiary recovery, 1it's the third trip arouncd for much

of this territorvy.

A That's correct.

A Okay. Anytning vyou cget out will Dhe
Jravy.

e Fopefully so.

- Okay.

A I say that jokingly. We've Jgot quite a
bit c¢f confidence that this nrogram will work and work

satisfactorily. Again, I call vour attention to tne fact
that 1it's not Just a pinedrear. e nave been doing it in

the Means Ficld and in the Hcilroy Field for in eincass  of

ten years. Levelland, abouvt four and a half, f£ive sears.
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~rTeaem
SULsTI
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T
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5

Ve

1S A
cuestion
- DY -
ORS BY M
-~
»l

on t

hat f

4

i

D

R, STAMETS: “'ell, let's
rinute, S3lly,
{Thereunon a discussion was rnad off
the record.)
R, STANMTTS : Are there
of ¥r. Thompson?
SUTVTAA
The injection uvrogram vou're going
1d, are wou golirg to have a central batt

fo utilize the current injection svstem? “hat are vou going
to  do about that, and what pressures do vou vlan to inject
it in?

i Tirst of all, n regard to a centalized
hattery, wvas, sir, we'll prohabhly have cne central battery
vith three satellites.

Do we,  the rext cuestion was dc we wlan
on vhtilizing the nresent injectior. Yo, sir, in all likeli-
hood, no.

Te're trving o 2llow -- there's onlv  --
only one well tnat's trulv Leing injected into at the pre-
sent time, ‘plre trving to let tha reservelir come back to a
rztural state as much as nossible and feel like, and &1l in-

5 )
S e,
~
, wut

thst

4

~ e
S

s o e 1t norse i)
me,  excuss me, let me 1rterrunt
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vou be ahle to control individual
wells, will vou have one central »umn that sets out a cer-

tain nressure, pumps at a certaln nressure, set nressure, or
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he under the crandcfather clas

i
o
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ke 3 variable type that can

nronably would recquire the submittal

4

dafinitely, if coulcd defer that to

‘. The onlv thing T

i

anout that. %e'll want to think

o

=l

pol

13

T * + b 3 . IR
2 Ectually we hop

contrelled

D Ckav, that's sasicallv what 1 want to
FR.  STAMETS: [ think, tco, «
1y would be treatinc this a new project  anc

of the same forms, and

nct, w2 would on a hrand new waterflood, if you've nat

[as
-
4]
7]
v
=
T
-«
>
o}
b
9]
o)

zame system, sir. Let me defer thet in resnonse to vou

atar cate.

wonld he concerned about

~

would Just be new wells that were cenverted over. 0ld wells

TG “eell, I'm  not

to e arle to utilize

sroducing wells.
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ZOVLIsement .

{Fearing concluded,)

todav's
Se nnaer
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cTrRITIFIZLTE
AT T I d : I ’
I, BSALLY W, BOYD, C.8.F., DO HERRERY

CERTIDY

ot

that the foreqgoina Transcript of Hearing hefore the
0il Conservation Rivision was revorted hy me; that the said
transcript is a full, +*true, and correct record of the

hearing, preparel by me to the hest of my abhility,

£
D083es, Lo, Goud coe

I do hereby certif- that the foregoing ig
a complein vz nn ;

"7 i sroceedings in
the Exa:iner fuloing of L ase No M’
hear by )

G
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
31 August 19583

EXAMINER HEARING

IN THE MATTER OF:

Application of J. Cleo Thompson for CASE
a unit agreement, Eddy County, New 7945
Mexico.

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

W. Perry Pearce, Esq.

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501
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2

MR. STOGNER: We'll call next
Case Number 7945.

MR. PEARCE: That case is on
the A application of J. Clec Thompson for a unit agreement,
Eddy County, New Mexico.

Mr. Examiner, applicant
requests that that matter be continued until September the
14th, 1983.

MR. STOGNER: Case Number 7945

will be continued to the next hearing, September 14th, 1983.

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY
CERTIFY that the foregoing Transcript of Hearing before the
0il Conservation Division was reported by me; that the said
transcript is a full, true, and correct record of the

hearing, prepared by me to the best of my ability.

féﬂssbq\hﬁ),/%$3Q%5 CosC—

i reqoing is
' 5.0 gt the foregoing
| do hereby certisr 133 g

e orproadings I )

Oil Conservaiion Division
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
14 September 1983

EXAMINER HEARING

IN THE MATTER OF:

Application of J. Cleo Thompson for CASE
a unit agreement, Eddy County, New 7945
Mexico.

BEFORE: Richard L. Stamets,

Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

W. Perry Pearce, Esq.

Legal Counsel to the Division
State Land Office Bldg.

Santa Fe, New Mexico 87501
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MR. STAMETS: We'll call next
Case 7945.

MR. PEARCE: That case is on
the application of J. Cleo Thompson for a unit agreement,
Eddy County, New Mexico.

Mr. Examiner, applicant has re-
quested continuance of this matter until September the 28th,

1983.

Case 7945 will be so continued.
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CERTIFICATE

I, SALLY W. BOYD, C.S

.R., DO HEREBY

CERTIFY that the foregoing Transcript of Hearing before the

0il Conservation Division was reported by me;

transcript 1is a full, true, and correct

that the said

record of the

hearing, prepared by me to the best of my ability.

Sosng WO,

’do hereg) cary

Co_

acomri s o f/ *Haf fhe foreqoing Is
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TWXICO
DEPARTMENT
DIVISIONM
F BLDG.

T T MEXICO

78 Sentember 1883

IN THE MATTER OF:
Application of 3. Cleo Thomvwson for
statutorv unitizaticn, Fddv Countv,
New Mexico.

Por the 011 Conservation W

Division: Legal

Perry Pearce,

CASE
7945

Esa.

Counsel to the Division

State Land Office 21dg.

Santa Fe,

For the Anplicant:

NMew Mexico

£7501
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¥R. GSTOGUHER:
Casa Number 7945,

MR, PEARCE:
the appiication of J. Cleo Theompson for s
tion, Eddy County, XNew ¥axico.

Mr. Examiner,
quested continuation until October the 12t

MR, STCGNER:
will be continued toc Cctoher 12th, 1953.

(Hearing concluded.)

)

We'll call next

That case is on

tatutory unitiza-

avplicant has re-

h, 1933

iy .

Case Number 794°%5
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I, SALLY %. ©BOYD, C.S.R., DO HERERY

CERTIFY that the forecoing Transcrint of Hearing before the

0il Conservation Division was renorted by me; that the said

4

transcript 1s a full, record of the

true, and correct

hearing, prepared by me to the best of my ability.

[ do hereoy certify that the foregoing is
a comple: racord of the proceedings in

the Exairiner hearing of Case No 7?5
heard by me on, éz/ 19 Z’

Qil Conservaﬁon Diwsion

~
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
14 March 1984

EXAMINER HEARING

IN THE MATTER OF:
Application of J. Cleo Thompson and
James Cleo Thompson, Jr., a Partner- CASE

ship, for statutory unitization, Eddy 7945
County, New Mexico.

BEFORE: Richard L. Stamets, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce, Esq.
Division: Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant:
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MR. STAMETS: Call next Case
7945, being the application of J. Cleo Thompson and James
Clec Thompson, Junior, for statutory unitization, Eddy
County, New Mexico.

MR. PEARCE: Mr. Examiner,
applicant requested continuance of that matter until April
the 4th, 1984. I'm sorry, April the 11th. I apologize,
sir.

MR. STAMETS: Okay, that case

will be so continued.

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY
CERTIFY that the foregoing Transcript of Hearing before the
0il Conservation Division was reported by me; that the said
transcript is a full, true, and correct record of the
hearing, prepared by me to the best of my ability.
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“TATE OF NEW MEXICO
FNERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
29 February 1984

EXAMINER HEARING

IN THE MATTER OF:

Application of J. Cleo Thompson

and James Cleo Thompson, Jr. a CASE 7945
Partnership, for statutory unit-

ization, Eddy County, New

Mexico.

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce, Esq.
Division: Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant:
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MR. STOGNER: Call next Case
Number 7945.

MR. PEARCE: That case 1s on
the application of J. Cleo Thompson and James Cleo Thompson,
Junior, a Partnership, for statutory wunitization, Eddy
County, New Mexico.

MR. PEARCE: Mr. Examiner, ap-
plicants have requested this matter be continued until March
the 14th, 1984.

MR. STOGNER: Case Number 7945

will be continued to the Division hearing on March 14th,

19864.

(Hearing concluded.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

(e

CERTIFICATE

I, SALLY W. BOYD, C.S5.R., DO HEREBRY
CERTIFY that the foregoing Transcript of Hearing before the
0il Conservation Divisiocn was reported by me; that the said
transcript 1is a full, true, and correct record of the

hearing, prepared by me to the bhest of my ability.

6(‘530%5\)3‘ %O\gé Coe

| do hereby certify that the foregoing ]1'
a complete re-ord of the proceedings’n
the Exarniner hearing of Case No.

neard by me on_/Jedrias 22 19 v AR

Oil Conservation Division




