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OIL CONSERVATION COMMISSION
P O BOX B71

SANIA FE. NEW MoXiCO

June 10, 1960

D

i

s Mr. Charles . loveless, Jr,
Suite 727 Petroleum Building
Roswell, New Mexico

-

.

Dear Sir:

Ve enclose herewith two copies of Order R-1697
in Case 1985 issued by the 01l Cocnservation
Commission this date,.

=
LJE Very truly yours,
ind
U 4. 1,. PORTER, Jr.
Secretary-Director

W 7
W/

/-

\f ir/
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U

Carbon copy of order sent to:

01l Conservation Commission
Hobbs and Artesia
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BEFORE THE OIL CONSKRVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALIED BY THR OIL CONSERVATION
COMMTSSTION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 1985
Ordex No. R-1697

APPLICATION OF CHARLEBS LOVELESS8, JR.,
FOR A 280-ACRB NON-STANDARD GAS UNIT
IN THE ATOKA~-PENNSYLVANIAM GAS POCL,
RDDY COUNTY, MEW MRXICC, OR IN THR
ALTERRATIVE FOR A FORCE-POOLING ORDER
TO ESTABLISH A STANDARD UNIT IN SAID
FOCL,

ORDER OF THE COMMISSION

THR C BSION:

This cause came on for hearing at 9 o'clock a.m. on
Sune 1, 1220, 2t Santa Fe. New Maxico, before Blvis A, Utsz,
ltllum duly appointed hy the 0il Conservation Commission of
New Kexico, hareinafter referred to as the “Commission, " in
accordanoe with Rule 1214 of the Commigsion Rules and Regula-
tioms,

WOW, oa this 10th g3y of June, 1960, the Commissiom, a
quorum being present, hlvs.ng considered the applization, the
svidance adduced, and the recommeadations of the mr.
Elviz A, Utz, and being fully advised in the premisas

'Ym:

{1) That due public notice having given as regquired
law, the Commissicn has juxisdisticn of thies omusae and the
subject matter thereof.

{2) That ths spplicant, Charles lLoveless, Jr., is the cpera-
tox of the MR/4 ¥R/4, W/2 HE/4 and BW/4 of Sestion 11, Towaship 18
South. Range 26 Bast, BMPM, R4Ady County, New Mexico,

{(3) That the applicant proposss that the above-described
agreage b3 established as a 280~acre nom-standard gas unit in the
Atoka-Pennsylvanian Gas Pool, sauid unit tc be dedicated to a well
to be drilled 1650 feet from the Nortkh line and 1650 feet from the

‘Yast line of said Sectiom il, Ui in tie sitsrnstive for onm ovday

forae-pooling the mineral imtsrests of all persons n\th.nﬁot

. Segtion 1li to form a standard 320-scre gas urnit in the Atoka-

Panmavivanian Gas Pool to be dedicated to the above-described
well.

(4) That Sogomy Mobil Oil Company, the working-interest
owner of the SB/4 NE/4 of Sectiomn 1l cbjaecta to being included
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in the stamdaxrd umit propoged by the apvlicamt on the ground that
it would deprive it of its fair share of the gas underlying the
SR/4 ME/4 of said section 11l.

(5) That the request of the applicant to force-pool all
mineral imterest owners in the H/2 of said Sectiom 1l to form a
standard 320-5CSye g=2= wmit in the Atcka-Fennsylvaniaa Gas Pool
should ba deried, but tie altarmative proposal of the applicant
to establish a 280-acre nom-standard gas unit should be appxoved.

(6) That approval of the above-dsscrided noan-stamdard gas
unit will neither cause waste nor impair correlative rights,

IT I8 THERRFORR GRDERED:

That a 280-aecxe non-standard gas unit ia the Atoka-~

Peaneylvanian Gas Pool consisting of the ME/4 NE/4, W/2 NE/4 and
the K§W/{ of Sectiom 1l, Township 12 Scuth, Ranme 26 “nat, NWMDN,
addy Cwnty. Hew Maxico, be and tho same is herxeby established.
Sald unit is to be dedicated to a well to bhe drilled 1650 feet
from the North line and 16350 feet from the Waest line of said

Section 1ll.

DONE at Santa Fe, New Mexieco, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

o/ s ‘
AT P A N S /\ y,
i

\JOBH BURROUGHS, Chairman

——— e

dvczy

A. L. PCRTER, Jr.,

esr/
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DOCKET: EXAMINER HEARING JUNE 1, 1960

0il Conservation Commission 9 a.m.. Mabrv Hzl1l Siate Capitol, Santa Fe, N.M.

The following cases will be heard before Elvis A, Utz, Examiner, or Oliver E,
Payne, Attorney, as alternate Examiner:

CASE 1970:

CASE 1971:

CASE 1972:

ASE_1973:

R

Application of Gulf Oil Corporation for approval of a gas-oil
dual completion, Applicant, in the above-styled cause, seeks
permission to dually complete its Lea-State "AQ" Well No. 8,
located in Unit E of Secction 32, Township 19 South, Range 35
£ast, Lea County, New Mexico, in such a manner as to permit
the production of gas from the East Pearl-Seven Rivers Gas
Pool and thc produciion of oil from the Pearl Queen Pool
through the casing-tubing annulus and 2-3/8 inch tubing re-
spectively, utilizing a retrievable type packer to separate
the twe producing horizons.

Aprlicztion of Guif Oil Corporation for permission to com-
mingle the production from two separate pools. Applicant,
in the above-siyled cause, seeks permissioun to commingle the
Blinebry oil production with the Tubb aas candencate frgm
2ll wells ovresently compleicd or hereafter drilled on its
Evelyn Lineberry lcgse, cousisiing oi ihe N/2 SW/4 of Secti
29, Township 22 South. Ranne 28 E53 Lea County, New Mexi
after separately meterlng the Bllnebry 0il production.

Application of Gulf Oil Corporation for permission to com-
mingle the production from several separate pools. Applicant,
in the above-styled cause, seeks permission to commingle ihe
Blinebry oil production with the Blinebry gas condensate and
Tubb gas condensate from all wells on its, T. R. Andrews lease
comprising the E/2 of Section 32, Township 22 South, Range

38 East, Lea County, New Mexico, after separately metering

the Blinebry oil production,

Application of Graridge Corporation for approval of the un-
orthodox locations of three water injection wells. Applicant,
in the above-styled cause, seeks approval of an unorthodox
location for three water injection wells to be located in the
SE/4 NE/4 of Section 28, Township 18 South, Range 28 East,
Artesia Pool, Eddy County, New Mexico.
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Docket No. 15-60

CASE 1974:

CASE 1975:

CASE 1977:

Applice.ion of C, T. Robertson for an order autihorizing a
water flood projec-. Applicant, in the above-styled cause,
seeks sn order aucthorizing him to institute a water flood
project in the Coyo:e-Queen Pool, Chaves County, New Mexico,
by the injecition of water into the Queen formatios through
six wells locaied in Sections 11 and 14, Township 11 South,
Range 27 East,

Applica.ion of Amerada Peiroleum Corporation for appreval of,
an oil-oil cual completion. Applicant, in the above-styled
cause. seeks an orde» authorizing the dual completion of its
State LM "T" Well No. 5, loca:ied in Unit A, Seciion 36, Town-
snip 2% Soutli, Range 36 East, Lea County, New Mexico, in

such a mannecr as to permii the production of oil from the
Jalmat Gas Fool and =he produciion of oil from the Langlie-
Maitix Pool ihrough parallel strings of l-inch tubing and
2-3/8 inch tubing respectively, utilizing a retrievable type
packer o separate the two producing horizons,

Application of Caulkins 0Oil Company for approval of a gas-
gas dual completion and for the establishment of a non-stand-
ard gas unit. Applicant, in the above-styled cause, seeks

au order authorizinrg the dual completion of its Reuter PC-297
well in such a manner-as to permit the producilon oi yas ivom
the South Blanco-Ficiured C1i7fs Gas Fool and the praduction
of gas from ihe Dakoita Produciug Interval through paraliel

0f 1 1/&-inch and 2 3/8 inch iubing respectively. Applicani
further seeks an order esiablishing a non-standard gas unit
to be dedicated o ithe subjeci well in the Dakota Producinc
Interval consisting of the SW/4 of Section 15 and ihe NW/4

of Section 22, Township 26 North, Range 6 West, Rio Arriba
County, N ¥

[¢ 21

[s)
v o

b

* 1
2ty L
CW laUu A

Application of Hondo Uil & Gas Company for approval of an
automaiic custody traansfer system., Applicant, in the above-
styled cause, seeks an oruder gutherizing the installatiion of
an automatic custody transfer system to handle the production
from the Empire-Abo Pool from all wells presently completed
or hereafter drilled on the Hondo-Western-Yates State 647
lease, wihich lease consists of acreage in Sections 25, 26,
34, 35, and 36, ail in Township 17 South, Range 28 East, Eddy
County, New Mexico.
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CASE 1978:

CASE 1979:

CASE 1980:

15-60

Application of Srell Oii Company for an order authorizing
two salt water disposal wells, Applicant, in the above-
styled cause, seek: an order authorizing the disposal of
produced salt water through its State ETA Well No. 1, located
in the NE/4 NE/4 of Section 8. Township 16 South, Range 35
East, Lea County. New Mexico with the injection to be in
the Wolfcamp formation in the interval from iO,365 feet to
10,463 feet. Applicart further seeks an order authorizing
the disposal of prodused sait water through ts State EDA
Well No. 2, located in the SW/q4 SW/4 of Section 7. Township
16 South, Range 35 Fast Lea County, New Mexico, with in-
jection to be in the Woifcamo formation in che interval from
10,712 feet to 10.735 feet,

Application of The Atlezntrc Refirning Company for an order
authorizing a water irjection proiect in the Horseshoe-Gallup
0il Pool, San Juan Couniy. New Mexico. Applicant, in the
above-styled cause =ccks s order authorizing the injection
of water, for purposes of pressure maintenance and/or second-
ary recovery. into ine Horseshoe-Galiup 0il Pecl through id
wells Iocated in Seviions 19, 20 29. 30 and 31. Townshis

31 North, Range 'A W-et  Sas Toun Cyuary, New Mexico, Appli-
ceui furtner requesis tkhat special rules and regulations be
promulgated governing the vperation of this water injection
project including the assigunment of a project allowable.

Application of Hudsor and Hudson for nine unorthodox lccations.
Applicant. in the above styled cause, seeks an order author-
izing the drilling of weils at nine 5-spot locations on its
Puckett "A" Lease . Maljamar Pool, Lea and Eddy Counties, New
Mexico. said wells to be located in the 40-acre units here-
inafter described and within 100 feet of the indicated

corner tnereof.

SW Corner Unit O, Section 13 and the following w=lls
in Section 24:

SE Corner Urit D, SE Corner Unit F,
NW Corner Unit C, NE Corner Unit G;
SW Corner Unit B, NW Corner Unit K;
NW Corner Unit A, NW Corner Unit I;

all in Township 17 South Range 31 East, Eddy County.
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CASE 1981:

CASE 1982:

CASE 1983:

CASE 1984:

CASE 1985:

15-60

Application of El Paso Natural Gas Company for an order
amending the special pool rules for ihe Blanco-Mesaverde

Gas Pool. Applicant, in the above-siyled cause, seeks an
order amending the special pool rules for the Blanco-Mesa-
verde Gas Pool, Rio Arriba and San Juan Counties, New Mexico.
to authorize district supervisors to approve "slim hole"
completions in the Blanco-Mesaverde Gas Pool, regardless of
depth.

Application of Otto Reynolds for an unorthodox oil well
location. Applicant., in the above-styled cause, seeks ap-
proval of an uncrthodox oil well location for his Wood Well
No. 1, locaied 320 Feet from the Souih line and 1629 feet
from the West line of Section 14a. Township 29 Nerth, Range
11 West, San Juan County, New Mexico.

Application of Ralph Lowe for permission to commingle the
production from several separate leasss. Applicant, in the
above-styled cause, seeks permissiun to commingle the pro-
duction from an undesignated Delaware pool from several
zanarate leases comprisiang the N/2 NW/4 of Section 17 and
the E/2 NE/4 gnd Lo F/2 NW/4 of Section 18, Township 25
South, Range 30 East, Eddy County, Ncw Mexico.

Application of Mountain States Petroleum Corporation fcor an
unorthodox gas well location and for a 183-acre non-standard
gas unit. Applicant, in the above-styled cause, seeks ap-
proval of an unorthodox gas well location for a well to be
drilled 1050 feet from the North line and 750 feei from the
West line of partial Section 31, Township 26 North, Range 2
West, Rio Arriba County, New Mexicec. Applicant further seeks
the establishment of a 183-acre non-standard gas unit in the
Pine Lakes-Ficturcd Cliffs Gas Pool consisting of all of said
partial Section 31 to be dedicated to the subject well.

Application of Charles Loveless, Jr. for a 280-acre non-stand-
ard gas unit. Applicant, in the above-styled cause, seeks
the establishment ol a 280-acre non-standard gas unit in the
Atoka-Pennsylvanian Gas Pool consisting of the NE/4 NE/4, W/2
NE/4, NW/4 of Sectiou 11, Township 18 South, Range 26 East,
or in the alternative io force pool all mineral interest own-
ers in the SE/4 NE/4 of said Section 11 in the Atoka-Pennsyl-
vanian Gas Pool with the interesis of those in the above-
described non-standard unit in said pool. Said unit is to be
dedicated to a wcii tc he drilled 1650 feet from the North
and West lines of said Section 11, Towaship 18 South, Range
26 East, Eddy Couniy New Mexico
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CASE 1986:

»

seeks an order author-

Pletion of hijcg Etz Well No, 3, located
in the NE/g SE/4 of Section 13, Township 16 South, Range 30
East, Ecdy County, New Mexico,

in such a manner a4s to pro-
duce ga< from the Penrose sang

of the Queen formation and
to produce oj}] from the Lovington sand of the San Andres

through the
ectively, util-
the two pProducing

formation in the Henshaw (San Andres) Pool,
casing-tuhing 8nnulus and 2-inch tubing resp
le type packer to separate

1zing a retrievap
horizons,
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REG. PETROLEUM ENGINEER

TEXAS

NEW MEXICO

L

L

e 2945

CHARLES C. LOVELESS, JR.
SUITE 727 PETROLEUM BUILDINE
ROSWELL, NEW MEXICOD

Mr. A. L. Porter, Jr.

New Mexico Uil Conservation Commission
107 Mabry Hall

Capltol Building

Santa Fe, New Mexico

Re: Atoka - Pennsylvanian
Gas Pool, Eddy County,
New Mexico. 0.C.C. Order
No. R-1417

I propose to drill a field development well at a standard
location in the NW/4 of Section 11, Township 18 South,
Range 26 East in subject pool and request you enter an
appearance for me on the docket of June 1, 19€0, to hear
my request for the following:

1. The granting of a non-standard 280-acre gas
unit to comprise all ths north one-halt of
sald Section 11 except and excluding the SE/4
NE/4 of Section 11 which tract is under lease
to Mobil 0il Company, or in the alternative,

2. Require the Mobil 0il Company to pool its
40-acre tract with the balance of 280-acres
to be contributed by me to the standard unit.

It 1is further requested you agres tc appreve oy Cil Con-
servation Commission form C-101 for location of the Atoka

sanu development well 1650 feet from the north line and 1650

feet from the west line of Section 11 pending outcome of
the June 1, 1960, hearing since an early expiration date

requires that I commence drilling at the described locatilon

by June 10, 1960.

Respectfully,

s e f Ve

CCL:bh

TELEPHONE
May 12, 1960 OFFICE MAIN 2-1958
HOME MAIN 2-7313
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OIL CONSERVATION CO"ISSION
SANTA FE, NEVW ['EXICO

Date b — Z-6 O _

fo—-/—6 0O

Hearing Date

My recommendations for an order in the above numbered cascs are as follows:

' o NS F
Z /‘(M,.(,é//ﬁ/ﬁ{u’ W/J;‘é/ﬂ/v‘w/&«vuym.
[f— /§S-26¢. Coreacubo /&{p N2 VeSS sw/y
WE/y wwfy —ak< //,./f5-z§2 2l M/_:W
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-669)

PAGE 1

BEFORE THL
OIL CONSERVATLON COMM1ISSLiON
Santa Fe, New Mexico
June 1, 1960

EXAMINER HEARING

IN THE MATTER OF:

Application of Charles Loveless, Jr. for a 280-acre
non-standard gas unit. Applicant, in the above-
styled cause, seeks the establishment of a 280-acre
non-standard gas unft in the Atoka-Pennsylvanian Gas
Pool consisting of the NE/4 NE/4, W/2 NE/4, NW/4 of
Section 11, Township 18 South, Range 26 East, or $n
the alternative to force pool all mineral interest
owners in the SE/4 NE/4 of said Section 11 in the
Atoka-Pennsylvanian Gas Pool with the interests of
those in the above-described non-standard unit in said
pool. Sa¥id unit is to be dedicated to a well to be
drilied 1650 feet from the North and West 1l:zcs of
| said Section 11, Township 18 South, Range 26 East,
Eddy County, New Maxico.

Case
1985

N et et Yemar? Nt Nt Nt Nt N et Nacs? vt \ aa qtt N Nt s’

G Gy S vt . G e . et e aae e WER G dmp e SEe s s ase et mm s wmm Gem e e

ELVIS A. UTZ, Examiner

TRANSCRIPT OF HEARING

MR. UTZ: 198§,
MR. PAYNE: Application of Charles Lovelege, Jr. for 2

280-acre non~standard gas unfit, or, for an 2lternative, a forced

pooling order.

(Witness sworn)

. CHARLES LOVELESS,

Applicant, appearing in his own behalf, having been first duly

sworn, testified as follows:




- PAGE 2
ﬁ " DIRECT EXAMINATLION |
ﬁ. BY MR. PAYNE:
* Q willi you state your name?
i g A Charles Loveless, Jr.
i f Q Mr. Loveless, do you intend to represent yourself in th{L
=
[ =]
z hearing?
V4
A I doe

Q Would you please explain to the Examiner your qualifi-
cations and what you are asking for?

A I have been qualified and have appeared as technical

witness here before, and if the Examiner will accept my qualificat#ons
MR. UTZ: You have been gqualified prior.

THE WITNESS: I am reguesting chat I be granted a 280-acre
non-standard unit for production of gas in the Ataka-Pennsyvlvanian
Field in Township 18 South, Range 26 East; 280 acres more speci-
fically described as the NW/4, Section 11, W/2 of N/E and the N/E
of Section 11, or, in the alternative that Mob§l 0i1 Company be

forced to pool with me, §t will include the S/E of the N/E Section

DEARNLEY-MEIER. REPORTING SERVICE, Inc.

WEW MEXICO

11 to comprise a full standard unit.

A8 el -

I have an Exhibit 1, which js the only exhibit I have, which

- % has the unit colored in red and the proposed location at the

P «

e standard location which fs 1650 west and 1650 feet north from the
.

north 1line of Section 1ll. The exhibit is an isopachous map of the

- so-called Morrow sand which s the productive reservoir in the
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@ Atoka-Pennsylvanian gas pool. This sand generally appears to be
] i :
- of a lenticular nature, having apparently no relatfon to structure

i
| thscfai as I am able to determine. I might say that the projection

Tk

L - $ of the sand lens fntc Section 11 is not based on any specific con-
E w 5 trol which lies to the northeast of the present productfon, but
: } £ 5
E g 2 the fact that the Standard of Texas Martin, located ‘n the south-
; o —~ 1
] 2 o east of Sectfon 15, had 55 feet of sand, and the Standard of Texas
v | :
{ F éf Everest, 1.1 in Section 14 in the southwest corner had 39 feet of
' i
kg Eg sand, possibly projects the producing sand in a northeasterly
] o | ‘
direction.
DR ! :
i ~ | BY MR. PAYNE: E
| e~ | |
. f gg Q What is the ownership status of the southwest corner of
& i
i ts =y Sectfon 117 |
? s = |
I~ A That ¥s fee land; the leasehocld is in the name of Stan- |
i . 3
— .
be ES dard 041 Company of Texas. It is currently held by virtue of
LR Yy
fii ;3 shallow production in the so-called Atoka, I believe,
i Eg c You can run your 320 unit either way in the Atoka-
N 4 =
x S Penusylvanian, and gas pool, can you not?
£ - g
z H
s E§ z A That's rfgit. The order, I believe, which has been ex-
z !
33 i . ’
- 2 tended provides that any 320-acre subsurface lying within the ;
L section east-west or north-south may comprise a standard gas nnitf
] E |
as lonz as the standard location bhe in the northwest or southeast |
4 ;
L specifically.
1 i Q W..y don't you propese to dedicate the west half of %
s
a e R e !
i Section 11 to this well?
-
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3.669)

PAGE 4

A Because the Standard of Texas wouldn't give me a farm-out
on the southwest quarter of Sectjon 11.

Q Why don't you force pool them, or propose to, rather than
Magnolfa?

A Because the Standard of Texas still has a prerogative to
withhold the whole thing from me and, I daresay it would not be

politic to attempt to force pool Standard of Texas.

o
==
{)

ow, Mre. LovVeless, if your 2Z80U-acre non-standard is

granted, that will ultimately result, will 3t not, in all probabilfty,

in a 360-acre unit consisting of the Magnolia acreage as well as
tihe south half of Section 117

A No, not necessarily. Of course, that is guite poss;LlC,{
I would opine that if th2 well at the proposed location is a pro-
ducer that the south half of Section 11, comprising 320 acres,

would ultimately be the unit with Magnolia joining by =ither payin

g

their portfon of the cost or allowing me to collect their costs
out of production from the well.

Q So you feel thereis a possibility, if you get your non-
standard unit, uitimateiy Magnolia might still join you in the
form of 3207

A I think with the additional information that that well
would afford that Magnolia would have nothing to lose, unless thek
assumed I was not capable of operating a gas well.

Q Now, at the present time, you haven't actually got a
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DEARNLEY-ME'ER REPORTING SERVICE. Inc.

PHONE CH 3-6691

ALBUCQUERQUE, NEW MiIXICO

pacE S

market for gas in this pool?

A That is true., However, there have been contracts signed
by various operators with Transwestern Pipeline Company, and I
believe they are anticipating the injitial purchases sometime jn thp

latter part of this summer,

Q 0f your two altematives, which would you prefer, actually?

A It is immaterial. If Magnolia does not elect to join,
I certainly would not want them to be forced into the unit unless
the Conservation Commissior sees some reason, for convenience, and
at some later date for the protection of correlative rights of the
mineral owners in the southeast of the northeast of Section 11, I
feel that the well located as 1 have shown it on Exhibit 1 would
drain Magnolia's tract.

Q Lo you feel there is any possibility you will get a dry I

hole?
A My experience in drilling wells in the Pennsylvania gas
sand has eloquently demonstrated to me that is always a possibilit

=}

Q %ould that be the reason Magnolia is not anxious to joﬁn}

A I feel sure they probably have a different interpuetatio+
than mine, and certainly, anyone that can draw a coutour can’come
up with a different interpretation.

Q Bven if you got a dry hole, it wouldn't prove the north-
east quarter of the section was dry?

A And "§t would st3ll leave the east half of 11 as a possi-

bility.




-8

i3

DEARNLEY-MEIER REPOR

ALBUQUERQUE, HEW MEXICO

TING SERVICE, Inc.

PHONE CH 3-6691

PAGE ©

[ — - I ———
& with Magnolia force pooled, if yecu got a dry hole it

|
|

et

~wouldn't cost them anything?

Precisely, unless they elected to join me and pay their

share.
MR, UTZ: Any other questions?
. ERREBC: I have some questionse.
CROSS_EXAMINATION
BY HRe ERRERQ?

_____—-—-——-—-

Q Mr. Loveless, I don't beli eve we are acquatnted, and I
have never heard you testify before. Tou say you had previously

qualified as a technical witness; as 2 geologist?

A No, petroleum engineers .
Q You have practiced as 2 geologist’
A T hova naver heen gaid for any geology; I have practiced

it, frui tfuily and to my SOrrow, for about 30 years as a practical

mattere. \

Q You didn't receive a degree {n it, J assume; your talent¥
1ie primarily, they arise primarily from experience, is that
correct, or d3d you receive a degree as 2 geologist?

A No.
It has been practcal experience?

Q

A That's righte.
Q Have you been emplcyed as a geologist and paid as such?
A

No. I served several years with Continental 031 Company

——
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‘ F as an evaluation engineer in theicr déservolr Department 3in the 307s.
l Q In those days that might have required map drawing and
7
g F lots of things; is that right?
3 -~ _
g r § A Yag.
!! P E Q Mr. Loveless, have you commenced this well?
o £
. . (]
‘ :§ : A No; as a matter of fact, have not been authorized to do
P 5] 3$0.
g =
‘ N Q Have you filed your notice of intention to drill?
. RS
_ g €5 A I was informed that I could not until this hearing was
: 3 c’)
g 7 r completed.
: . E: Q What you are saying here, then, you propose to ejther
S >
: ! - force Mobil 03l Company into this venture by order of the Commissign,
‘_ 2
E Eﬂ or you propose that they be left out insofar as that 40 acres is
. o concerned, and you really don't care?
’ — l A No. a
) g !
i >; Q You have no preference and you wouldn't recommend any to
i Eg the Commission?
=
g < ¢ A That's right,
TN
Eﬂ ; Q I can assume you advocate both of them equally strongly;
i N - :
&\i e is that right?
* 3
T 2 A Well, the ultimate goal, of course, s to have allocatﬁoT
<

approved in the northwest quarter.
Q That §s the most important thing, so you can drtll, at

least, right away?

™ T
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A Yes.

Q Actually, then, from what you testified I assume the
ascn you have not composed units comprised of the west half and
east half of Section 11 ¥s a matter of practicality?

A That's right.

Q So by force of circumstances, Socony Mobil, as a matter
of practicality, finds itself now being forced into a questicnable
well?

A I waul&n't force Mobil into a questionable well under
any circumstances. It think it is strictly Mobil's own interpre-
tation of whether they feel it would be a profitable venture for
them to join me in the drilling of that well,

¥ Now, referring to vour exhibit M-, Loveiess, 1 ask you
tec refer to the zero isopach line in the vicinity of Section 12,

of the township which is shown centrally o5 your exhibit and ask

=
d.

n
" aa

®
o

you what control guided you in pulling that ar to the north;
perhaps a mile and a half, and then bringing it down into Section [9?
A Because thore seems to be -- that as I qualified this
awhile ago, I said we had no immediate control, but a study of
the general deposition feature in the Fenn sands, starting with
the Empjire-Abo, there seems to be an echelon series of sand depo-
sitfons striking generally northeast, and southwest, through the

area and insofar as this application is concerned I don't know thar

that particular bit of romance detracts or adds to my prospect.
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TWMW-H_QV I was i;;&iﬁg inLQ thaﬁ pc;nt: »»»»»» ' %d-“—"“—ﬂ
A I thought you were.
Q 1 was just wondering now, $f you would smooth off that

|

hump there, let's assume you d3d, round it down so 1t §s not quite
so pointed, and bring $t more in an easterly direction -- anyhow,

if you were to smooth that off, erase that, would that affect the

area in question? How would §t affect the deposition of sand as

you would then view jt?

A 1 would take the view that, regardless of how I drew it

N L
I —
]

I don't think §t would affect the sand as it now is distributed.
Q Would jt in any way cause you to pull the series of

contours $n the area of Section 11 to the southeast?

A Well, I suppose it could be interpreted in that manner.

I don't see any reason that it could not be.

l Q And then 3f it were interpreted in that manner, how woulf
1

it then affect the possibility of your obtaining a well at your

<roposed locacion?

A It would probably end up, 1 spent $98,000 to no avail.
Q Po you regard the Chalk Bluff Draw area as you have des-
 gnated jt on that plat there as being connected with the area in
guestion and the productinn to the southwest?

A The way I have it interpreted there seems to be a slight
necking there of the sand deposition; an examination of the logs

indicate that the Chalk Bluff zome i3 possibly communicating, it

&
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could be in the section, I think yoﬁ ;ould probably just as well
close that saddle across there as far as the deposition is concern
I do find st dffficult to visualize the truncation of this lens to
conform to the interpretation that you apparently were leading to
by an abrupt easterly swing of the sand, asstming that it might 11
in this direction.

Q That would, of course, not be more abrupt than the re-
entry you have shown in Section 11 area?

A True.

] Now. demrting from geologic features, and going to the

| nature of the leases which you propose to obtain, as to the leares

in the provosed unit. whether ft be 320 or 280, and other than the
Socony Mobil 40-acres, do you have under controi or do you have
under lease all of the other mineral rights or leasehocld interests
in that area?

A Yes. The only interests not owned by Standard of Texas
is an undivided interest owned by Gulf §n the northeast, and I
have a farm-out from Gulf on approximately a net 8 acres out of
that 40, The balance is owned by Standard of Texas. I said un-
divided; they are nct, small lots, I believe,

Q By that you mean that, to your knowledge, there are no
unleased interests?

A No, as far as I am able to determine there are none.

The Stroun groun owns the minerals under the northwest quarter and

l




o
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‘ » I believe the northeast quarter of the northeast juarter is ‘oro‘r:er.\\
'ﬁ T
F up into gmall subdivided lotse There could possibly be some sut-
» .
1 ' etanding ownerships. but there are producing wells in the Atokas
F 2 and San Andres, and I have examined the title in a rather summary \
| » § fashion and I belleve there is a divisjon order now in effect inso‘
| . 3
E 2 | far as jt affects the shallow jnterests of Standard of Texas and
E N Q Returning to your map again, the dashed lines in the
-~
Py

hl
4

upper r3ght-hand area-of the map, what do they represent as com-

pared with the golid limes?

A They represent, geaerally, 2n uncertainty of jnterpretatinme

In other words; & lack of complete control 3insofar as the actual
gand distribution 3s concerned. \l
\ ]

That lack of complete control scoms <t STNT just jmme-

djatély to the north of the north nalf of Section 11, Goesn®t it? \

DEARNLEY-MEIER FEPORTING SE

¥
i A Yes.
E Q Actually, why did you commence it there and not at some
% point to the south?

h % \ A Well, iust my God-given right to jnterpret, I guess.

’r i % \ MR. ERREBO: That®s all, Thank vou. |
E % \l MR. UTZ: Any other questions?
; MR. KELLAHIN: Jason Kellahin, Kzllahin & Fox, for
. . Standard C3il Company of Texase. |
L \ BY ME. KELLAHINZ |
B

<

~

N
-omatun Dt ttee e oot A
e T R
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Q Mr. Loveless, as I understand it, you hold the working

interests for the Atoka-Pennsylvanian formation on all of the

north half with the exception of the 40 acres?
A That's right.

Q Now, +f you were to force pool Standard as

west quarter, that would leave you with acreage uncommi tted,

wouldn't it?
A That's right.
Q Do you have any’other acreage in this area?
A No.
MR. KELLAHIN: That's all 1 have,

BY MR. PAYNE:

BE W TH

o

e

"
A

DEARNLEY-MEIER RZPORTING SERVICE, Inc.

<

ALBUQUERQUE, MNEW MEXICO

. o

~

« wno owns the =cuthsasi quartery

A Socony Mobil, and I believe the Standard of Texas, as I

previously testified, owns the scuthwest guarter,

Q Now, you have the farm-out from Standard on the

west quarter?
A

No, I do not; 1 have only the farm-out, roug 232
acres, I mean, 272 acres, from the Standard of Texas, and 8 acres
from Gulf, comprising 280,

Q You don't know, to your knowledge, do you, that Standard
would have some reason for not going in with Mobil on the south
half of Section 117

A Nos ae 2 matter cf fact, to my certatn knowledge, Standard

south-~

r
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of Texas has approached Mobi1l about proceeding with the obtainin

of poooling clauses $n their leases, which I understand they do

not now have. I would stand corrected if I am in error on that,

with a view to setting up a stapdard gas unit to comprise the so
half.
RY MR, UTZ:

Q Mr. Loveless, if you shculd get a pretty fasr gas well

there, s it your anticipation Magnolia will want to join you?
A I would assume that, if you grant me a uni¥t comprising

the north half, that it would only be good business, if geologic

data indicated that the reservoir is substantfally as it §s inter-

preted there; otherwise, I would be in a position of draining

al ¥
Wity

well on the southeast quarter.
Q Would you be willing, at that time, 3f this should
happen, would you be willing to accept them into the unit?
A Of course; yes, I certainly would.

MR. UTZ: Any other questions?

A Mr. Loveless, would the southwest quarter of Section 11,

according to your present interpretation, as reflected by your

sahibit, benefit more by being placed in a unit with the well whic

you propose to drill or the well which Mobil might sometimeé be

expected to drill in the southeast quarter?

- 40 zzp= eract wntil such time as they drilled an offsetting

g

uth

21

t

|

=]
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[+ 1 MR. PAYNE: You are speaking of a 40-acre tract?
" MR. ERREBO: I am speaking of the southwest quarter,
E ' Well, actually, where is the thickest sandreflected?
? - é THE WITNESS: According to the way I have it contoured,
g vy 2 it would seem to be almost fifty-fifty. o think if vou would run
; H

, a perimeter around there and figure the aerial inclusion in each
:

of the respective tracts, il would almost be a stand-off insofar
b

‘r

as Magrnolia, the gand content in your tract and the sand content

b in the southeast southvest quarter.
Q Woulda't, actua2lly, Standard of Texas be safer and bene-

fit more by participating in the well drilled in the southeast

gnarter of Section 11 than in going along with you in the northwest

gquarter?

A W3 thout appearing to be facetious, I think at this point
historicaliy, from experience, that they would not be #h a positiop
to judge efther way, or, i they can, they certainly don't have thLir

heart in putting up their money fer {it,.

*E
DEARNLEY-MEIER REPORTING SERVICE, Inc.

. g Q For your well?
%
* 2 A Yes.
‘ z
b -
i 3 Q They don't have their heart in putting up their money
. g
gt E for your well?
- 2
;s A Well, that ¥s the reason they are farming the acreage
i bs
[ out.
- " Q They probably gave you what they considered to be the

=
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pourer acreage, That ¥8 what companies do when they farm ont,

A Having worked for two major oil companies, I can assure
you 1 know about that.

Q Marginal, fsn't §t?

A Well --

+ MR, KELLAHIN: 1 object to speculating.
THE WITNSSS: Let me say this: I have no objection to

the questfon. I think ¥t §s strictly a matter of whether I propose

to gambkleon drilling a well there, I think that, as you know from

K

your experfence with major e¢il companies, that after you blunt yous:
pick in an avea several times that management is qufte often not
inclined to contfnue the efforts, cven though maybe some of thefr

P
v.azr

o}

eopie feel that it does have merit., It is a matter more of

e -1

policy in a good many fnstances rather than thefr gealasgw Y :hink!
you will agree, and I am eure that S+sndard of Texas Ieels that
they are being very prudent in farming out this acreage to me,

because If I get a well there, then it will definitely prove the

(a3

2
3

southwest guarter for them, I wouldn't =say definitely fn any
Pennsylvania reservoir, but it would certainly enhance the value of
the southwest guarter,

Q They probably had a purpose in farming out the northwest
instead of the southwest,

A I feel confident they did.
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Q Assume yoy €0t a dry hole; the east half of Section 11
could always be dedicated to a well which would be drilled ip the |

southeagt quarter, assuming you and Magnolfga could get together on

/f:
2
b
B

A Yes, I am given to charity,»it sSeems, in the o4} businesgy.,

MR. UTZ: Other questions? Witness may be excused, Thi
Case will be taken under advisement, /
MR. ERREBQ: We have two witnesszs, /
(Witnesses sworn., )

ROY MILKS,

called ag 3 witness, having been first duly dwern, testified ag

| followss

DIRECT EXAMINATION
N“‘

State your nhame, plegge,

Q

A Roy Milks.
Q And by whom are you employed and {p what capacity?
A

Mob+il 041 Company, production geologist Supervisor, Hobb ’
_— ———
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Q Tou are Produces
| A Yes, sir,
/ Q Have You ever ¢4
Commfssfon?
A No, 1 have not

/of the Morrow sand 3,

o Eeologise Supervisop?
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plat which has been marked Mob¥#1l's Exhibit No. 17

A This i3 a structural map contoured on the base of the
Morrow sand pay, and also, superimposed on it, is an isopachous
map of the net sand pay ¥n the Atoka-Pennsylvanfan and Red Lake

pools, gas pools.

Q The structure map is the lighter lines?
A The lighter ld4nes are the gtructural map which shows

a general normal southeast dip with the exceptfon of a nosing in
the vicinity of the Red Lake Pool and the heavier line is the
{sopach of the net sand thickness, Mgogrrow sand.

Q Now, what s the general geologic background of this
sani accumulatfon according to your fnformatfon and beliet?

A Well, as Mr. Loveless has stated, it i3 a sand leng that
shales out both up-a'p ana auwu-uipe av 233 £211~esad  sanarallv.
the structural contours. It is nosing in the Red Lake Field, and
also the normal southeastward dip in the vicinity of the Atoka
Field.

Q Do the structural contours represent the banks of the
shores of an ancient sea?

A To a degreée ithey do, yese COf coursze, the guheequent
movement has changed that somewhat., I believe this nosing over in
the Red Lake Pool was present during the deposition, and for that

reason the sand deposition has followed that nosing and, at that

time, probably over here in the Atoka-Pennsylvanian Pool that was

\
|
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about the same water depth as the nosing over in the Red Lake Poolj

Q Red Lake being to the northeast, and the other pool

being to the southwest?

4

A Yes, sir. Subsequent to that, probably the late Pennsyl
varfan and even during a later time the area experienced more up-
1ife and the drain of the stiructure has been changed.

Q Now, then, how does this background that you have just
explained to the Examiner affect your interpretation of the way
this sand bar 1%es?

A I think, specifically, that it shows that ¥t jis probably
one sand bar and f& not broken.

Q And does it also enable you to more accurately explain
and predict where this sand bar mav ha found ;5 aircas wiioh are
more doubtful insofar as geologic control is corncerned?

A I think that is true. You have to go on what control
you have, and where you do not have the control you have to follow
the normal mapping practises and perhaps not get too wild on
interpretation.

Q Now, ycu have observed and had the opportunity to see th+
map presented by Mr, Loveless, di¢ you not?

A Yes, sir.

Q Would you point out any significant differences between
his interpretation and yours?

A Well, as Mr. Loveless stated, he sajid there may be
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different interpretations, but I ﬁelieve he essentially hasvs;own
two sand lenses, bars in echelon. The reason I don't particularly
agree with this interpretaiion is because the logs in the Atoka-
Pennsylvanian Pool can be correlated with those logs in the Red |
Lake Pool, and if there are two separate sand bars, I don't think
you could correlate those across.

Q You say they can be; have you noticed such correlations?

A Yes, I have,

Q And have vou made it with the thought in mind of deter-
mining whether there are one or two sand bars?

A Yas, I was making the map for this presentation. Of
course, one thing I was interested in was these wells in the Red
Lake Pool and in the Atoka-Pennsylvanian Pool were productng from
the same horfzon,

Q How does the question of whether there are one or two
sand bars arf:icct thz Yacation of the sand development in the area
under question? '

A I think that in that respect you have this control in the
Atoka-Pennsylvantan Pool, and also in the Red Lake. Your contour
interval is set up substantially the same in both pools, and there
is pro reason to depart from jt inbetween the poecls. I mean, thsere
is no <ontrol up in Section 2 or no control down in Section 4 that
would cause you to depart from that particular inierval and parti-

cular strike of the sand bar.
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Q Now, I notice that Mr. Loveless' map shows that the sand
bar 45 bant upward sc that the sand bar a2lmost completely covers

the north half of Section 21 whereas yours bends downward and it
only covers part of Section 117

A That's correct.

Q Can you explain why you feei that yours is the more valid
tnterpretation? ,

A I think that bringing the structure in helps the whole
situation. I believe it s more valid to have the two together
and look at them as a whole rather than separately, because the

sand deposition is certainly affected by the depth of the water

£ of the structural contour which you have
depicted, and the subsequent deposition of the sand bars upon that
and then the even more subsequent uplift oftthe area to the south-
west, doeg that all fit into, ia each respect corroborate and
validate the jnterpretation which you have given here?

A Yes, I think it does.

Q Are there any loose ends in your interpretation which
don't fit that picture?

A Well, of course, we can't lock two miles underground; we

can't know exactly what happened. However, I dc think that this

‘de

nternretation I have is more the normal one, not radically out of

the crdimary. I think that is what you stick to, something that is
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not out of the ordinary.
Q You just testified you feel that §s more the ordinary
interpretation and the other interpretation s out of the erdinaryj

js that correct?

A I believe the lightest structure contours; yese.
Q Let's assume that the other interpretation, that there
are twe sand bars lving there, might be the true interpretation:

A If this s the true interpretation there js --

Q Excuse me, I'd like to interrupt. I am not saying that
Mr. Loveless', I am not asking you to assume his jnterpretation ag
depicted there is the true 3interpretation; rather, that there are

two sand bars lying somewhare there. Would you proceed on that

basis.
A What I mean, exactly, two bars --
Q Let's assume there are two sand bars lying approximateiy

in the same direction insofar as the longitudinal axis js concerned,

5f that be the case, then would it materially affect the location

of the sand bar insofar as Section 11 js concerned?

A I think only slightly, because on Mr. Loveless' map he
has a set of control points down ju the Atoka-Pennsylvanian pocl.
Then he somewhat departs in the vicinity of Section 11 from that

normal contour; they spread out. I don't belleve that would be




|

F PAGE 23
the case. I think, $f anything, they would narrow down.
: p
: Q You are gsaying he has no control for spreading out the
P
E ' contours, -ou might say, north and east:of Section 227
{ ; s A No, sir.
t ' 3 Q Insofar as you proceed to the northeast?
z
S g A That's right.
I
' i Q Now, referring to your map, what do the circles repre-
' E sent?
. v —
’ % ! A Circles represent the depth control of those wells that
u
have penetrated the Morrow sand pay.
> L
' — Q I notice that a numeral is shown in each of those circles.
&~
’“ D g What does that represent?
~ % A The numeral 35 the net sand thicknssse
b < e
aQ And vhat doeg the numeral o the Trlangie beside eacn
7 3 o
‘ ' E well represent?
; =
o~
- l = A In the triangle, that represents the net porosity preseng
o~
%
; i &3 jn the sand thickness.
~
b3 ‘ é 8 Q Now, would you refer to these wells that are shown in
& i = : th¢ lower left-hand corner of that plat and tell me which of those
. S %
- ‘? — -
gl 3 wells, insofar as their location with respect to the sand bar is
. =
: 5
§ i H concerned, have been the good wells and which wells have been the
-y ]
, § ‘ dry holes or the poor wells?
il A Starting at the northwest, the Standard of Texas Paul
g i Terry, is a dry hole,
%' Q — What section?
BT







T ‘M:RWT'—“—"'“‘ T

wrE myr R e TFE TW

Wi

& W

"® W W "W e

e

T

re

a0

BT X E7. T BY

3
.

R REPORTING SERVICE, Inc

1

v

vY-MEIE

DEARNLI

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 25

pretty well whaf fypemgfr;ell you can get, if any, by determining
what the porosity is?

A That's right.

Q And the better the porosity, the better the well. Have
you given consideration to any proposal to join with Mr. Loveless

-
>

in the driiling of a well as he has proposed here today?

A Well, yes; we received his letters, of course, proposing
that we join fn a unit with hin.
Q As a result of that, did you make a study of the geologig¢

nature of the Atoka as jt appears in that immediate area and the
generai area surrounding?

A Yes, I did.

Q And did you make any recommendation to your management
as a result of that study?

A I recommended that we not join on the basis that I felt
that he has a very good chance of making a dry hole. If he doesn't
make a dry hole it could be a poor well, and in that case I believe
that our 40 acres in tne southeast, the northeast of Section 11,

-3 2 L e al
(S S S wn

P2 4 alrmm A o am £
w3 manud @ pvvl FS

Vi

11, of courg
we won't get our fair share of the gas.

Q What do you mean by a poor well?

A A well that won't pay out, or a very long pay out,

Q Where would his location lie in respect to the ten foot

contuur in this area of Section 117
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l A Well, of course as I interpret it, it is going to lie on‘
the thin side of the ten-foot sand thickness. E
Q You would expect, then, that he would have less than ten
feet in his well?
A Yes, sire
Q Now, what is the least sand thickness that has been

found $n a well which has been completed as a well and is now pro-

duciﬂg? |
A Approx%mately 28 feet. \
Q So this was ancther consideratjon which led you to turn ‘
down this proposal? \
A Yes. Sire
Q What has been the sand thickness which has proauvecu he

best wells in this area? \
A Shown 6n the map, the best well in Section 15 is the
Standard of Texas Martin which has 50 feet of net sand thickness.

Pan Am's well in Section 22 Flynn, very close, 39 feet of sand

thickness,
Q Do you have anything further to add to your testimony at!
this time? \
A I think note. l
MR. ERREBO: That is all I have.
i MR. LOVELESS: May I ask a couple of questions?
CROSS EXAMINATION AJ
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BY MR. LOVELESS:

Q Are you familjar with the two wells that Ohio has drille
in Section 29 of the same township and range, Ohio Arnguist and
Ohjo Nix.

A Particularly the Arnquist; that is a good well.

o I note with interest that you have a tendency to correla
your sand deposition, and particular sand percsity, with structure
You have cut off your map without carrying your interpretation to
the southwest portion of the Atoka-Pennsylvanian field, and I
wonder if there is any particular reason for that? Let me put jt
this way, would the correlation that you have employed as related
to porosity and structure hold in the area of the Ohjo Arnquist
and tha Ohin Mo |, Liave you mace a study?

A I haven't, only a regional study in that area; I haven't
got this close type of thing cn that area.

Q Speaking generally of the history of the Pemn sand out

here, in your experience do you know of any other field in New

-

Mexico or West Texas where the sand depssiiion has been as extensive

in trend as you have depicted it on your map? I mean, a continuou
Penn sand deposition? |

A I think that in the Continental Bell Lake area it is
quite continuous.

Q Over how many miles?

A I'd say three miles without seeing a map.
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1

Q Are you familiar with the Grayberg unit that Wilshire aﬂd
Great Western drilled in the jalmar? ’

A Again, on a regional basis, yes.

Q Have you attempted to correlate your hypothesis there
with what you have done here in extending this sarnd distribution
over what appears to be probably six or eight miles §if yvou continue
your sand thickness contours on to the southwest, 2s you logically
would have tg?

Q No; we, unfortunately, are rather poor in that area and

we haven't,

Q Are you familiar with the history of the attempts to

extend production in the wicipity oif the Empire~Penn field of

Standard®s, what now i3 Pan Am's A.,B.? If not, I can assure you 1
T

2
——cs B

3

promoted three attempts in there. What I am leading up to,]
generally speaking, aren't these Penn fields very limited in naturL?
A Yes, up to -- I would say this is the most extensive oneL

probably, fu New Mexico. {
1}
|
|

Q It certainly ¥s as far as I know. One other qﬁestion; i

ot

am no
27, ¥n the vicinity of the Humble 1-C Chalk Bluff Draw Unit, is

E
trying to pick your interpretation apart. In section 17, l?,
!
there any particular reason that you have drawn that evulsive re- |

|

cr

entrant back up into 18 there and given it a more pronounced char-:
acter than the other contours along your southeasterly striking

nose; 4o you see what I mean there?

5
]
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A Yes, I do. Generally dcwn here we have a northeast
strike, and again we have a control point up here, and so we are
going to have to -- §f we came straight over and went back up it
is going to be a great widening of the contour, and I was trying
to keep the contour normal.

Q I gather you were keeping a rather close watch on this
area because of your interests there, Were you surprised at the
subsurface datum on that Pan Am well in Sectionm 23, or did that
conform pretty well?

MR. ERREBO: Mr. Examiner, I object. He never testified
he had been keepring close watch,

MR. PAYNE: Mr. BErrebo, the witness is testifying on the
meis of Mobjl's Bxhibit 1 which covere 2 wide area 1n the atvka- |
Penn Pool. It would seem that if his exhibit merits consideration
that surely he must have made a study of this entire area, or he
wouldn®t have been able to compile {t.

MR. BRREBO: That study may have been made after develop+
ment had taken place., I assume he was leading into what had occuryed
during the devslopment of this pool.

MR. PAYNE: Mr. Loveless, why don't you proceed further
until the Examiner can see more clearly the direction of your
questioning.

MR. LOVELESS: Well, what I was trying to lead up to s

the obvious vagaries of structural contouring in this area. Almost
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every well seemsrchanééd as far as I am able to tell. 1 was just
wondering if he changed his internrecation appreciabiy with the
advent of the Pan American well in Section 23. That is all I was
after,

A No, actually that came in very well on the map, on the
s tructure. You are right that every well will change gsomewhat,
but I think generally there is still anortheast southwest strike
in this area with this southeast dip.

MR. UTZ: 1In other words, the Pan American well fell
pretty well where you expected it to, did it?

Q (By Mr. Lcoveless) Can you bring yourself to believe, on
the basis of your interpretation, that anything but the southeast
quarter of Section 11 deserves development insofar as the way you
have drawn this map?

A No, that is not quite the case because I am sure we all
realize that these contours can be displaced one way or another

pretty easily, any map can. However, I think that what I am try-

ing to show is that, regardless of how they are displaced, ejther
to the northwegt or scoutheast that th nth
Section 11 will be better than the northwest portion of Section 11
and by the same token, since it is a northeast strike, that our 40
acres will be better say than the east half of the northwest corne]

Q I did want to ask you one other question. Your sand

distribution map in the so-called Chalk 3luff area seems to depart

’
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radically f;;QAéhe typical sand d*sff;gut4on alignment that you
have i1llustrated in the Atoka-Pennsylvanian. Do you have any
explanation for that?

A Well, only thisg; that during Morrow time when that sand
was being deposited there was a nosing in that area, and since a

sand bar type of deposition will be deposited within a fairly re-

-
S vl

cted depth of water there was spreadirg of the depth along thi
nosing and, therefore, the sand depcsition conformed to that depth
of water,

MR. LOVELESS: I don't believe I have anything else,

BY MR. PAYNE:

Q Would you propose to your management that they drill a
well §n th~ southeast quarter of Section 1172

A Yes, sfr; I would.

Q Do you know if they have any immediate plans to do so?
A They have none until the gas is marketed in this area.
Q Have you ever been present in a spacing case, well, as a

matter of Iact, in the spacing case for this particular pool, the
Atoka-Pennsylvanian, where various witnesses will testify that one
of the advantages of going to so-called wider spacing is that it
allows the operators to step out and find the outer boundaries of
the pool?

A I have never been in those meetings; no.

Q Do you think the Commission should encourage oper-

———
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ators to step aut and drill wells ja order that the pool limits

can be determined as soon as possible?

A I don't think that they should encourage them to drill
what we might believe is an uneconomical well, because the oil
business is tough enough right now economically.

Q You don't mean the Commjssion should decide whether an
operator is going to get 2 producer or not, do you?

A Certainly note.

Q I take it that Magnolia's chief objection -- I realize
they are objecting to the entire application -- I take it their
chief objection is to sncluding the southeast quarter of the
northeast guarter of Section 11 in Mr. Loveless' proposed unit?

A That is the chief objection; yes, Sire

Q Even 3f Mr. Loveless drilled in the northwest quarter of

rom drilling th

e
would t¥
It would not.
Q You wouid still ha
southwest quarter?
A That's right.
Q Turn the unit north and south, there is also a communij
tization problem with the balance of the northeast quarter of
Section 112

A Right.
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Q So we are quibbling over the 40 acres, Assume the
Commission would have no objection to a 360-acre unjt comprising i
ihe entire southeast half of Section 11, southeast corner of the
northeast corner of Section 11, would Magnolia object to this
application, the balance to be dedicated to a well Mobil would
drill in the northwest quarter?

A I would be satisifed with that,

MR. ERREBO: Mobil would want the additional credit for

- F

the additional 40 acres at such time you might ailocate the pcol
y E3 p )

according to the pool formula.

MR. PAYNE: Thank you. That is all.

BY MR, UTZ:

Q Mr. Milks, the fact of the matter is here that this pool
at the present time is subject to considerable interpratation; is
that correct?

A Yes, I think that 35 so.

w in other words, from 1826, vicinity of Section 14 and

15, over about four or five miles over into 1887, Sections 28 and

A Yes, sir,
Q Well, 3if that happens there where You have control and
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know that it happens, 3t could happen in between this area vhere
you don't have control, couldn't it?

A It could. However, we have no reason to expect it in
there.
Q You have no raason to think it does not exist, do you?

You don't know §f it is north, south, or any other diréction?

A It could, yes. However, I think as I said once before
that we do not have the control. I don't believe it should depart
from the norm; it should follow the normal type of structure.

Q In other words, we shculd draw lines in the line of
least resistance, dfrectly from one contour point to the other?

a MUIT Or 1T3SS; yes, S1Ce

MKo. LOYELESS: 1 might ovserve, it we are going on con-
trol, we don't have anything north of the =zouth half of 14,

MR. UTZ: Other
called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

NY UD WDDLRNe
27 L  Fiive 4NNV o

Q State your name, please.
A Joe Gordon, ]Jr.
Q What is your occupation, by whom are you employed, and

where are vou located?
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A Senior production engineer, Mcbil 0il, Hobbs.
Q Have you previously testified before this commigsion as
engineer expert witness?
A Yes, sir.
Q Have you heard the testimony Mr. Loveless presented {n

connection with his proposal?

A Yes.

Q And you have heard the testimony of Geologist Milks?

A That §s correct,

Q Are you acquainted with the Atoka Field pocl rules?

A Yes, sir.

Q That being the case, you are aware, then, that the units
can be composed of the north half and the south half of the east
half and ine west halt ot the section?

A Yes, sir.

Q That actually the Commission nas the authorfty to go on
either gsystem if they want?

A Yes.

Q And when the matter is in controversy the Commicsion mus
have some good reagon to go in one direction or the other, and you
would assume they would in issudng the ordsi?

Yes.,

A
Q Now, do you know whether this pool {s now allocated?

AT ~

NS, sir; tnis pool is not allocated at this time,

Hd

L4
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southeast quarter of Section 117 1

A Based on the same evidence, same testimony by Mr. Milks,
we believe that a standard location, well located in ihe scutheast
quarter of Section 11 would be a good producer,

Q That is because the well is located as reflected by the
exhibit wnich has been introduced here by Mr. Milks, near the

correctional structure?

A Yes.

Q In an area of maximum thickness?

A Yes.

Q On this basis, have vou #ade any calculations as to the

proper arrangements of the units and assignments of acreags?
A We have compared the effects by a check study using a

profit and loss form, taking into account all invesiment, income,

expenses, taxes, royalty and working interest. We have compared

the effects insofar as Socony Mobil is concemsd

P

n regard to the

norih half unit as proposed by Mr. Lovel=ss, and also as to an

east half unit as we show on our exhibit 1, the proposed unit out-

lined. The addlt

ale

snal recovery to Socony Mobil as a result of be-
ing in this east half unit, wherein we have under lease 200 acres

in the east half unit, as comparzd to 3 north half unit in which

we had forty acres, and a south half unit in which we had 160 acrei,

the difference in that cash recovery to us would be approximately

$45,000 in favor of our participation in an east half unit. This

|
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is, of course, based on the fact that in the east half unit as
shown here we would participate in a good well, and that our 40
acres in question here would be receiving their proper credit for

their gsan

[ ¥

thickness, and we would be able to drain the 40 acres
from our well in the southeast quarter, whereas we do nct believe
that a north half unit with 40 acres dedicated to that well, that
our acreage would receive its proper credit. The gas might
be produced in any direction, but we would not receive credit in
the north half unit for that gas,

Q Is your testimony then, you woulq lose $45,000 5f a
north half unit was adopted by this Commission and force pooled in
¥n lieu of an east half unit?

A Yes, sir.

e
1]
2}
-
rt
-la
rr
")

Q That is to your working interest,

A Yes, sir,

Q Have you given any consideration as to what would happen
to Mr., Fanning's 40 acres of royalty idnder that 40 acres in
question?

A Mr. Fanning, as owner of the royalty interest under the
40 acres 4n quesiion, and also the 80 acres which compose the nort
half of the southeast quarter, would lose an even greater pro-
portion as his 40 acres bear a larger relationship to his entire
acreage. Socony Mobil would lose to a certain extent; he would

lose to a greater extent because of the different relative areas

)

involved there,
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i |9 Ketually, chen, your assumpsion has been T seies

g these figures to the Commission, that a well drilled by Mr. Lovele s
r would be either a dry one or would not pay out] ¥s that correct?

? 3 A It would be a véry poor well; yes, sir,

" % Q You also assume a well in the southeast quarter would be

r § a good well?

5

i A Yes, sir,

g Q If that §s the case, then, and you have also assumed,

have you not, that the southeast of the nor theast contains re-

coverable gas?

&)
-~
=
S
-
—
gg
s
w
ir ~ A Yes, sir.
&~
ﬁ gg Q Would it be Possible, based on the evidence that has beeh
’ Q
i = produced here today, and your studies, for a well like that Mr,
A I
b ~ !
o wveiess wouid drill to be dry and still have recoverable gas
1% -
# Eg under the southeast of the northeast?
. ~—
é f? A ¥ou mean a unit as held by Mr. Loveless? well?
] o~
2 S ] ies,
;; I< o 3
e @ A Yes, there would be €as reserves there dedicated to that
i x
? = %
L B z well,
T ~ 1z
. 3 Q Yet his well could be dry?
S
: H A Yes.
vy 3
. ] It could be a poor well, produce a few months, be
» abandoned and there coulg still be recoverable reserves under the
- southeast of the northeast?

A irue,
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Q If there is recoverable reserves there, and Socony Mobil

is force pooled into this north half unit, what would happen to
the gas under it?

A The gas under the 40 acres southeast of the northeast
would be produced possibly to the south through a well in the
southeast quarter, possibly through a well located in Section 1 to
the west, being the nearest escape for that gas.

Q And would Mr. Fanning then be paid for any of that 40
acres of gas produced on other people's leases?

A Mr. Fanmning would not receive anything for that since his
gas rights were dedicated to a well in the north half unit.

Q Then, ¥n your opinion, forced pooling the southeast

northeast gquarter would result iu & vigclation of correlative rightf?

A Yes,

Q Correlative rigiits ¢f Socony Mobil 03l Company?

A Yes.

Q Is that the basis of your oppusition of this appliication

here today?

A Yes, sir.

Q Likewise, the well drilled by Socony in the southeast,
Section 11, Socony's participation in that well would be one-half,
would it not?

A In a standard south half unit,

Q we arec still going under the same set of circumstances
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in the southeast quarter?

A In the southeast quarter, as soon as possible in 196%;
based on present market demand and market availdbflity we do not
belfeve 1960 is the right time for drilling this well.

MR. ERREBO: If it please the Commission, that §s all I

e

-
<L

have, 1 would like to make a br
CROSS EXAMINATION

BY MR, LOVELESS:

Q Since we seem to be in a mood for balancing the equities,
Mr. Gordon, so to speak, and Mobil seems to have an unusual and
overweenfing desire to protect its royalty owner, namely, Mr. Fannin
¥R. BRREBO: T objéct to the phrasing of that question,
Mr. Examiner,
MR. UTZ:s Objection sustained.
MR. LOVELESS: I withdraw ft.

right to drill a well in the northwest quarter and goi a 4ry weii,

to the southwest quarter in view of the exhibst that Mr. Milks has
presented? In other words, would you say, within your knowledge,

as an expert witness on this reservoir and based on what Mr. Milks

]
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has presented, that it would be more equitable for you to turn

thfs unit east-west and ¥nclude the southwest quarter than it woul¢
be to dedicate the east half of the section to your locatfon here’
In other words, you have testified that your Mr. Fanning here woull!
lose his gas if I got a dry hole and his forty never got into a
gas unii. How would you say the man who owns the royalty under
the southwest quarter would be affected by your dedicating the eas#
half -- we are talkéing about the correlative rights of royalty
ownerss

A It would be hard to draw a distinction there. Qur matn
concern s in establishing and keeping our acreage here together
insofar as there is a difference in the north half and the south
half. We Jdesire for our acreage to retain ite cincls fdansie-
since, on the basis of geological testimony §t does have a common
identity here. There is not too much unequalhess between the
different Our Leases,

Q Is this the Mr. Bh. E

~ o — P 1. -
g the oane :.:‘:d Sams WhU nan

the southeast of the northeast quarter?

A V-
2N 4

-~ -2
Dy Nt

r; 120 acre lease,

Q Then, would you say that if it became necessary for you
to dedicats the scuth half of Seccion 11 to a unit ultimately
rather than the east half, provided I drilled a dry hole up there,

that Mr. Fannifng would rot ultimately get a portion of his royalty

out of a well drilled in the southeast quarter?

Pt
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A In the event of a dry hole drilled at your locatfon we

most probably would attempt to establish a scuth half unit with

the additional 40 acres there, with due allowance made for the
addiftional acreage fn allocation formula.

Q My next question, if I drilled a dry hole here and you
succeeded in having dedicated the east half of Section 11 to a well
here, what would become of the royalty under the Standard of Texas
tract in the southwest quarter of Section 117

A I believe they would be, unless they were unftized, they
would have no outlet except by drilling an additional well,

Q Would you say, getting back to balancing the equity, it
wordd 52 {fa's for you to, for this Commission to refuse me the
right to drill here, and give you the alternative to go either way

with your unit ultimately?

MR. ERREBO: May it please the Commission, I don't believ

the issue nerc is wnether or not Mr., Loveless will be refused the
right. I am certain Socony Mobil is not ebjectifng to that. The
question is the acreage to be assigned. I object to the question
for that reason,
MR. PAYNE: Would you repeat your question?

Q (By Mr. Loveless) I simply stated that I wondered if 3§t
would be -- apparently you are opposing my drilling a well and
dedicating the north half of 11 to it, -= if I am refused that

right then it gives you the option to put your unit either way,
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either the eas;raalf or.;;éAéﬁdtg h;if, at vour leisure?

A Yes.

Q Do you think that 3if I want to take a gamble to drill a
well up here in the belsef I will get a producing well that would
justify putting the north half in there, the whole north half of
Section 11; do you oppose my right to do that on the strength of
ycur running this unit either way?

MR. ERREBO: I object. I think that the question, first
of all, ought to be rephrased and, secondly, I object to the form
of it because Mr. Loveless has concluded that Socony Mobil, in the
event this application if denied, will have the opportunity to run
it efther way. T don't beliars that necessarily follows, and I
don't believe it is a proper question to put to the witness on
that baeig,

MR. PAYNE: I believe the Examiner has enough testimony
and exhibits here to study them over and determine what the best
solutjon will be to protect correlative rights on the case, so I
don't really feel we need to go into that aspect of the case any
further,

MR. UTZ: I think that is true, The fact of the matter
is, Mr. Brrebo, the man has to have a unit of some kind before he

can get a well. Ycu don't separate the two.

BY MR. PATINE:

Q Mr. Gordon, Magnolfa does propose to drill a well some-

!
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time in 1961, has a tentatfve plan?

A Yes, S{ro

] Is - n assuming here on some of the testi-

mony that Mr. Loveless will get either a dry hole or a poor well,
which I believe was stated in the guestion, or at least that it
might play out in three or four months and be abandoned -~ if he
gets a dry hole or poor well and it s abandoned prior to the time
that Magnolia drills thefr well, then assume that the Commission
grants Mr. Loveless oniy the 280-acre non-standard unjt, nobody
should be injured ¥n such a case, s that right, because then you
could run your unit efther the east half of Section 11 or the
south half of Section 11 and ask for an additional 40 acres?

A Yes, s*r; we would.

Q So, if he does get a poor well, actually in all probabi-
14ty all parties concerned will know about it prior to 1961, or
prior to the time Magnolia would drill thejr well?

A Yes, sir.

MR. PAYNE: Thank you.
MR. UTZ: 1If he gets a good enough well, Standard of
Texas might want to communitize the southwest gquarter.

BY MR. LOVELLSS:

Q I assume from Mr. Milks testimony that you would prefer
to have this east half, as that would be your first choice of the

4nit when you do drill your well; is that true?
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. have convinced me I shouldn't, and you did elect to turn your unit

A Yes. sir,

Q If you do that, and under the present rules, would you

object ~- let's say I didn't drill my well up there, wnich you iay

this way -- if the Standard of Texas came in and asked for a non-
standard location, would Magnolia object to the¥r placing a
location in the southwest quarter of the section, or the west half;
comprising 320 acres?

A No, sir. I can't speak for the Commissfon -~

¥R. ERREBO: If the Commission please, now, that is rath*r

a difffcult question to answer, I think, at thfs time, and I object

to it., Certainly Socony Mobil wouldn't advocate putting in the
northwest in a 320~acre unit when it has been proven dry.

MR. LOVELESS: I said, assuming I dfdn't drill my well
and you elected to go on the east half of that section.

MR. ERREBO: I see your point,

Q (By Mr. Loveless) Do you think Socony Mobil wouid be

inclined to object to a well being located in the southwest guarter

on a non-standard location? |
MR. ERREBO: I don't think they would object to the
locattion,
Q (By Mr. Loveless) They might to the dedication?
MR. ERREBO: Their views on that would be governed by

thesr views in the hearing here today.

oy
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MR. UTZ: Other questions? The witness may be excused.
Statements in this case?

MR. KELLAHIN: Standerd of Texas, if the Commission
please, is in support of the application of Mr. Loveless for the
forced pooling of a standard 320-acre unit or the non-standard

unft as proposed in the applicaticne.

In regard to the testimony that has been preserted, some
things have been sajd ar to correlatjve rights. Now, on the forcel
pooling phase of the application, perhaps correlative rights do

have some place in the application, but I do feel that on the basi

ey —

of our statutes they have no place in the hearing on the non-
standard proration unit. As the ixamiucr w311 recall, Section
65-3-14 of our New Mexico statutes provides for the formation of 2z
unit and the pooling of properties, and adds this language:
®provided that the owner of any tract that is smaller than the
drilling unit establiched for the field shall not be deprived from
drilling thereon and produce from such tract if the same can be
done without waste.,”™ Certaliily there has been no showing of waste
here, and on the basis of that statute I don't feel the Commission
could do anything but appreve the application unless it is assumed
the drilling of this well would constitute waste, and I don't think
the Commissfon is ready to assume that. For that reason, I don't
think Mr. Loveless can be denjed the opportunity to dr3ll the well

on the unit as he proposes. However, we do feel he has made a
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!
strong case for the estahlishment of a standard unit and forced 1

pooling of the Mobhil acreage.

MR. ERREBO: It is quite obvious from all the testimony
here today that nobody wants the northwest quarter up there except
Mr. Loveless. Certainly, Standard of Texas doesn't want it; they
don't even want to be in a unit with them., They want us to take
that southwest quarter fn, and I think that has become obvious
throughout the entire nearing, that is, that the northwest quarter
is questionable and we have no oljection to Mr. Loveless! first
proposal, and that is for a non-standard 280-acre unit. We do
have a serious objection, and we raise a quaestion as to whether or
not the evidence here today justifies the Commissfon force-pooling
that 40-acres in there, We would like to urge that the Commission
grant his application, and grants the non-standard unit,

Now, we know that we couldn't ask this Commission to come in
after they have adopted a regular and systematic pattern of units
and adopt a helter-skelter checkerboard piecemeal nattern of pro-
ration units based upcn whims of geologists, perhaps, and the
various ideas that people might have as to the relative volumes of
parts of their acreage. But, on the other hand, we feel that the
Commission is dealing with a narrow sand bar, and with 320-acre I
units, which, or course, are one mile long fn one dimension, and
when you consider the fact that this sand body isn't too much moreé

than a mile wide, that you are inevitably going to be incdluding
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scenery in some of these units, and you are going to be on the

edge and th

O

Commission is going to -- we trust and ask that they
do --- be flexible in the instances where it is called for, and
we do believe that this is an exception to the pattern that is
called for here.

MR. UTZ: Other statements? Case will be taken under

advisement.
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