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STATE OF NEW MEXICC

ENERGY anp MINERALS DEPARTMENT

OlL CONSERVATION DIVISION

BRUCE KING POST OFFICE BOX 2088

£ oovemm . STATE LANO OFFICE BULDING
. LARRY KEHOE SANTA FE, NEW N;E;aoo 87501
. SECRETARY Octobher 31, 1979 . B0S) 827-2434

Re: CASE NO, 66813
Mr, Sumner G. Buell ORDER NO. Re=£1131
Jasper and Buell
Attorneys at Law
Post Office Box 1626 Applicant:
Santa Fe, New Mexico 87501

Read & Stevens, Ing,

Dear Sir:

Enclosed herewith are two copies of the above~referenced |
Division order recently entered in the subject case. ;

T

Director

JDR/f4d

Copy of order also sent to:

Hobbs OCD x
Artesia OCD

Aztec OCD

Other_fom Rellabin, Roger L. Copple —
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

i CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF
CONSIDERING?

CASE NO. 6683
Order No. R=-6131

AFPPLICATION OF READ & STEVENS, INC.
FOR AN UNORTHODOX WELL LOCATION AND
A NON-STANDARD OIL PRORATION UNIT,
LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came:on for hearing at 9 a.m. on October 2, 1979,
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this 30¢h day of October, 1979, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

(1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the

subject matter thereof.

(2) That the applicant, Read and Stevens, Inc., seeks
approval of an unorthodox oil well location 330 feet from the
North line and 10J feet from the West line of Section 6, Town~
ship 11 South, Range 37 Bast, NMPM, to test the Devonian
formation, Dickinson-Devenian Pool, Lea County, New Mexico.

(2) That the applicant further seeks approval of a 49,33~
acre non-standard oil proration unit comprising Lots 4 and 5
of Section 6, Township 11 South, Range 37 East, NMPM, to be
dedicated to said well.

(4) That the entire non-standard proration unit may reason-~
ably be presumed productive of oil from the Dickinson-Devonian
Pool and that the entire non-standard oil proration unit can be
efiioiently and economically drained and developed by the afore—
said well,
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(5) That the proposed unorthodox location is projected
to be high on a Devonian structure.

(6) That the Dickinson-Devonian Pool is a water drive
reservoir,

(7) That a well drilled at the proposed unorthodox loca-
tion is aecessary for the maximum efficient recovery of the
hydrocarbons underlying the proposed non-standard proration
unit,

{(8) That an offset owner with interest in the N/2 of
Section 1, Township 11 South, Ranye 36 East, has objected to
the proposed unorthodox location in said Section 6,

(3) That a well at the proposed location is at a standard
location relative to the North and South lines of the non-
standard proration unit.

(10) That a well at the proposed location is 70 percent

- closer to the West line of said proration unit than permitted

by Division Rules and Regulations.

(11) That a well at the proposed location will have an
area of drainage in the Devonian formation which extends 5.9
net acres outside the proration unit more than a well located
at a standard location thereon.,

(12) That to offset the advantage gained over the pro-
testing offset operator, production from the well at the
proposed unorthodox location should be limited from the Devonian
formation.

{(13) That such limitation should be based upon the varia-~
tion of the location from a standard location and the 5.9
net-acre encrocachment described in Finding No. (l1) above,

-and may best be accomplished by assigning a well at the proposed
location a non-standard location penalty factor of 0.72 (100

pexcent North/South factor plus 30 percent East/West factor

'plus 85 percent net-acre factor divided by 3).

(14) That approval of the subject application subject to
the above limitation will afford the applicant the opportunity
to produce its just and equitable share of the oil in the
subject pool, will prevent the economic loss caused by the

‘drilling of unnecessary wells, avoid the augmentation of risk

arising from tha drilling of an excessive number of wells,
and will otherwise prevent waste and protect correlative

{ rightsa.




[U—
LTINS

-3-
Case No, 6683

T ——
S

IT IS THEREFORE ORDERED:

k‘ ? (1) That an unorthodox oil well location for the Devonian :
£ ' formation is hereby approved for a Read and Stevens, Inc. well i
to be located at a point 330 feet from the North line and 100

;. feet from the West line of Section 6, Township 11 South, Range
i 37 East, NMPM, Dickinson-Devonian Pool, Lea County, New Mexico.

{(2) That a 49.33-acre non~standard oil proration unit
comprising Lots 4 and 5 of said Section 6 is hereby established
and shall be dedicated to the above-described well.

(3) That said well is hereby assigned a non-standard i
location penalty factor of 0.72 in the Devonian formation, ;
4 subject to a non-standard acreage factor of 1.23, for a com-
¢ bined ailowable factor of 0.89,

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein~
above designated,

STATE OF NEW MEXICO
“QIL CONSERVATI IVISION

2
4!
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MR, STAMETS: Ue'll call next Case 6683,

MR. PADILLA: Application of Read agd
Steveng, Inc., for an wiorthodox well loéétion ar.@ non-stand-
arxd oll proration unit, ILea County, Hew Mexico. P

KR. BURELL: Mr. Exawriner, I'm Swnner Buell
of the firm of Jasper and Buell, appearing on behalf of the
applicant.

I will have two withnesses.

MR. STAMETS: Other appearances?

MR. KELLAHIN: Tom Xellahin of Santa Fe,
New Mexico, appearing on behalf of Tenneco, and I have one
witness.

MR. STAMETS: I s that all the appearanceb?A
I'd like to have all the witnesses stand and be sworn at this

time, please.
(Witnesses sworn.)

COLIN R. McMILLAN
being called as a witness and having been duly sworn upon

his ocath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. BUELL:

0 Would you state your name, please?
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A Colin R. McMillan.
0 And, Mr. McMillan, where do you reside?
A ' Roawell, Naw Moxico.
Q ¥what 1s your occupation, Mr. McMillan?
A I'm a congulting geophysicist.
Q Mr. McMiilan, have you previously testified

before the 0i1 Conacrvation DiQision or one of iéé exaﬁiners
and had your qualifications accepted as a matter of recoxd?

A, Mo.

0 Tould you briefly outline for the Examiner
your educational background?

A Y received a BS in geology from the Uni-
versity of North Carolina in 1957; served in the Engineers
in the Marine Corps for three years. At that time I went"
to work for Texaco, Incorporated, in 1960 in their Roswell
Division, or Roswell District, located in Midland, Texas,
and mgved to -- remained in the Roswell District and moved
to New Mexico in 1962, early '62.

And in 1964 I left Texaco and became a
consulting geophysicist and have done that to date.

In addition, I am President of Permian
Exploration Corporation, which is a geophysical exploratioﬁ
corporation.

0 And are you familiar with what is sought

in this application, 6683?




A I am.
2 MR, BUELL: Arxe the wiktness' qualifications
3 acceptable?
4 MR. STAMETS: 7They are, .
6 0. (Mr. Bucll continuing.) Referxing you to
€ | what has been marked for identification as Applicant's Ex-
7

hibit Number One, would you pleasc explain to the Examiner

what this exhibit shows?

@

o B This is a seismic interpretation of the
gggg 10 § pevonian formation in -~ located in north Lea County in
—~ ggéi " Townships 10 and 11 South, Ranges 36 and 37 East, a portion
4 §§ 5% 12 of those townships, showing a S50-foot contour interval, and
g 13
3%’&5 . it's a scale of 1 inch/2000 feet.
@83 “ Q And could you identify for the Examiner
1% the proposed location of the well the Applicant secks to
® | ari11 in this case?
v A The applicant wishes to driil a well in
18 Section 6, 11 South, Range 37 East, in the extreme northwest
® corner of that section, 100 feet from the west line and 330
% feet from the north line.
21 0 And how wasg this location picked?
2 A Well, the location is based on the seismic
i‘:} = interpretation I did and is a compilation of several sets of
24 data that I interpreted for my client, Read and Stevens, or
25

« for Read and Stevens, and others, I should say.
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1 Q And what data did you use to --
2 A ell, the data gpecifically in the drill

3 | site arca, I used a seismic line that was done by Dawson

4 | Geophysical for Tom Ingram in 1968 and subsequent to that,
5 examining that data and other data, I ran two seismic lines,

6 | contracting Teledyne Exploration to run two seismic lines,

7 | one noted on the map as LCH No. 1 and the other located --

Siidars

8 | noted on the map as ILCH Ho. 2.

The data shot in 1968 was shot vwith

Gt
@

ggig 10 } dynamite as the energy source. The data shot in 1978, which
@®§se :
gE:§ M| is the Teledyne data marked LCH 1 and 2, used a vibroseis
~, -
v | ; Ei 12
;ggz | energy source.
# |y
> 815 13
:“Eéi MR. STAMETS: Mr., McMillan, I see Line
o« x 3
sy :
°= “ ! No. 2, LCH Line 2, starting in Section 5. Could you tell me
® vhere Line No. 1, LCH Line WNo. 1 would be?
16 A It starts in Section 7 in the same township.
i MR. STAMETS: Okay, I see it, yeah.
1 A And it proceeds north through the Gulf
19 Prior in Section 34, 10, 36.
20 0. tlould you explain to the Examiner the
A difference in reliability of the 1968 seismic work as opposed
2 to that in 19782
e B v : 3 3
: A Well, in my opinion, the 1968 data was
24 .
shot using a technique that we don't use now, at least we
%

don't use in this area, which fourfold common depth point
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stack.

2 0. what docs that mean?

3 A ' Well, that means that there are four re-
4 cording points and four cnergy source points and those four
5 different points are added together by use of the computer
6 to have the energy -- have one cormon depth point as the

7 source -- as thé reflecting point. So we have four -+ we

8 add four different recording points, four different source

9 points, we add those four togethexr to get one common depth

gg%g 10 | point. MNow that's what we did in 1968, or that's what was
—_ ggé;é T ¥ Aone in 1968 by Dawson Geophysical.
§§§§ 12 In 1978 we used twelvefold common depth
Ban..:
gggi 13 point, or as we call it, CDP. We had twelve energy sources
“B3 ¥ | and twelve recording points, and those twelve points were
1 added together to get the one common depth point.
16 The purpose of a common depth point stackinq
7 1 is to maximize signal and minimize noise and in my opinion,
® | the twelvefold does a much better job of maximizing the 5
19 signal and minimizing the noise than does fourfold. %
20 o) Would it be fair to say that the twelvefold |
A method provides more reliaﬁle information?
z A That's my opinion.
:; B 0 And as the bottom line.
A A That is my opinion that the reflection
25

1 quality is far superior at the Devonian level on the twelvefol

|




than it is on the fourfold.

2 0. How, hased upon your interpretation with

3} the seismic information, did you have an opportunity to <or-
4 | relate the seismic interpretation with any existing wells in
the area?

¢ A We 'ied to a number ‘of wells. VWe tied to

7 the specifically, the closest well we tied to was the Gulf

F No. 1 Crier in Section 34, We tied to the Magnolia Diékenson

® ! in section 33. We tied to the Ingram Well located in Section.

Qfs. 10
5§3E 1 of 11 South, 36 East.
-3 3 _
3 g ?é n 0 What -- based upon the contours that have
"~ '
wud
;§§§ 2 been interpreted here, what is the degree of accuracy of
> si 13 :
jE i these contours based upon the seismic information?
<& 20
w3y _
° " A Well, the best answer that I can give you
15
is that the geophysicist likes to think he's plus or minus
16 50 feet: however, with close well ties and with high quality
17 ' L
data, it's my opinion, and this is what I conveyed to my
18
client when I recommended drilling the test, that with the
19
. twelvefold data I am predicting a 25~foot, 25 feet would be-~
20 ,
plus or minus, would be as close as you could reasonably
21 '
hope for.
2 ,
: 0 Why did you recommend this proposed
23 o :
drilling location in Section 6, which would be 100 feet
24
from the west line and 330 feet south of the north line?
” o

. A Because based on the best data, and I want
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t - to emphasis that the twelvefold CPD data, LCH Lines 1 and 2,

2‘ is the best data, based on the best data that is the optimum

3 location.
h ) ; 4 0 And let me ask you why geologicglly Speakin#
?é' ‘ 6 you feel this is the best location.

6 A Well, because it's the -- in my opinion,

7 after examining the data and making the picks on the data and

8 adjusting the data for velccity varilations, this ends up to

9 be the high point.'

gggs 10 Q In other words, this is the best geological
o i )
@fcs
=z E 28 1 point available,
™~ 2334 | |
! &"égg 12 a - It's the best geophysical point and so é
; 5 3 :
Egég 13 further, it's *the best geological point. . ' ;
« & 3d L » -‘
wEs L 0. - All right.
15 A ~ Since this is a geophysical prospect.
18 0. Referring you to what has been marked as |

17 I Exhibit Humber Two -- is there anyt}jing else you'd like to
18 add on Exhibit IJﬁrnber One?

1 A Not that I can think of.

2 0 Would you refer t‘g)";i-;hat and explain to the

21 Examiner what that shows?

2 A Well, this is a draw cross section and I'd
N B like to say first, for the record, that this was prepared
~— '

2 by Edward K. David in-consultation with me, and it is a well

.

log cross section going through the Gulf Crier to the pro-
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posed locatlion and south to the Tom Ingram No. 1 Grannie in
Section 1. I believe that's 11, 36.

0. And does that bear out, or tend to corre-
late your seismic information?

A Well, this is the information that we had
to, in order to ﬁake the seismic map.

0 - Mr. McMillan, would youhrecommend, based
upon what Information is available to you from corrclations
with other wells in the area, as well as your seismic in-
formation, would you recommend drilling in Section 1 off-
setting Section 6 to tﬁe west?

A I think that the optimum location is in
Section 6. If you were to drill in Section 1, in my opinion
your risk is higher.

Q. Significantly highex?

A Well, we're talking about having thig --
let me go through the reascning for this.

The high point that I've mapped on the
best data has a datum of a -8260. The Culf Criexr Well,
which produced something slightly over 155,000 barrels of
oil out of the Devonian and then watered out, we would be
34 feet high to that well.
| | If we had a plus or minus 25 feet limit
of error, then we would come into the datum, and let's say

we were on the low side, which I might add that's what all
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geologists accuse geophysicists of doing, we were o come in

21 on the low side, we'd be 82 -- that's 85, or 9 feet high to

3 the well, to the well that's watered out.
4 0 That's the Gulf Crier Well up in Scction
51 340
8 A Yes, and it certainly runs considerable
7 risk by -- even if you came in at fhat datum you'd run a

8 considerable risk to it tight, because you'd only be 9 feet

9 above the water.
gg gg 10 | Q Whereas, you believe that you were in the
—_ g:ég B vicinity in this area of 34 feet above the water?
- §§§% 12 A Well, I'm saying -~ I'm giving the worst
> g s 13
gggs . case.
- 0 Uh-huh.
1 A g The worst case is if we missedé that 25
16 feet low we're only going to be 9 feet above the water, so
7 when you're dealing with this kind of thing and you recoq-
8 nize the limit of error of the seismic tobl, youfve got to
b drill your best location. You can’'t spend, and it's my
2 opinion that this well will cost in excess of $700,000 to
o drill and equip, you can't spend that kind of money without
drilling the absolute best location.
\; 0 ckay.
24 A 2nd I micht add that when this projéct --
2

when I worked on this project, I was very emphatic with my
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client that you've got to drill this location. You've got
to get up close to that line and drill there or don't do it.

0. Okay. Mr. McMillan, is it your opinion

that the granting of the application would prevent waste,

protect_correlative rights, and avoid the unnecessary
drilling of high risk oil wells?
A, I think the answer is yes.
0 Were Exhibits Cne and Two prepared by you
or under your supervision at your direction? |
A No, Exhibit Two was prepared in consulta-
tion with Mr. David. His office is across the hall from
me, and who I've worked on a number of projects with.
Exhibit Number One was prepared by me.
0 Okay.
MR. BUELL: I would move the admission of
Applicant's Exhibits Number One and Two,
MR. STAMETS: Without objection they will
be admitted.

MR. BUELL: I have nothing further of this

witness.

MR. STAMETS: Are there questions of the

witness?
MR. KELLAHIN: Yes, I have some,

MR. STAMETS: Mr. Kellahin.

PEARSpeNSER- NT L SN RICC IS i SR N
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1
2 CROSS TXAMINATION
3 | BY MR. KELLAHIN:
4 0. Mr., McMillan, did you prepare the Dcvonian
5 structure map upon which the seismic information has been
6 composad?
7 A Well, I picked all of the points, yes.
8 0. The structu_ral contours on the Devonian.
9 i ‘Oh, yeah, I contoured the map.
oF s 10
sg;g Q. You contoured the map. That's what I
0s Eg 1 .
g;:. wantaed to understand. Mr. bavid didn't contour this map.
- =3
- B 12 . .
;§§§ A, I don't believe he did. 1It's been about
S : é‘ 13 . 3 .
jg g | a year, but I'm almost positive that I -~ that I did this.
A8 "
This looks like my --
15
) The informaticn you used, Mr. McMillan,
16 sy s .
to prepare this exhibit is information compiled up through
17
what period of time?
18
A Through 12-5-78., I might say that that
19
little dashed line there that goes around Sections 1 and 6 --
20
Q. Yes, sir, I'm getting ready *o ask youn
21 ’ » ‘
about that line.
2 o
A Yeah, that -~ well, that line, I didn't
3
put that one on. Ckay?
24
Q That's what I'm trying to find out.
26
i A All right.

:

SR
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0. What is your understanding of that Jdashed
line? What is that on there to represent?

A Well, the assunmption is made since tha
Gulf Crier watered out, that that is the oil/water contact.’

0 Let me -~- let me clarify that. The Guilf
Crier Well watered out at some particular depth.

A Out of the Devonian, the map you're looking
at. |

Q. Right, at the Devenian, and that dashed

line would represent what could be assumed to be the oil/

water contact contoured in Sections One and Six.

A I think that's a reasonable assumption,
yes.
o But you didn't dﬁ“fhat?
A - No, but I did look at the records of the

Gulf Crier and noted that it watered out,

‘And, you know, that would be --

Q Do you disagree with that dashed line -~

A Do I disagree?

0 -- the way it's ouﬁlined there?

A ‘Oh, I think that'é about the way I'é put
it. |

o Okay. What did that Gulf Crier produce

in its total life from the Deveonian, Mr. McMillan?

A Let's see if I can give you an exact ~--
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let's see, I believe it's on the ¢ross section -- 156,548
2 barrels of oil. Mr. David added that up but that's about
3 what my memory of it {vas.
4 Q Did you -- that Gulf Crier Well is on the
5 cross section, isn't 1it?
6
A Yas, uh-huh,
7 Q Bow many feet of net pay in the Devonian
: & is attributable to the production from the Gulf Crier Well?
® A, ~ Let me see, it looks like it's about 14
ofs. : |
5535 10 feet and I think that at one time I looked over those drill
(-} :. '
-~ 1 .y
— g:§§ stem tests, and I think it pretty well confirmed that.
.. 5 Vg‘ 12
;éiz 0 All right.
:&.‘Egi A Well, it would be -~ it would be less than
sEs " _ ;
B g 16 feet because they ran a drill stem 'test over the zone
15
and they did recover sone water, and it -~ Mr. David has
16 ‘ o =
shown it at about 14 feet, and I ~-- maybe 13 or something
17
like that.
18 . ’
0 Okay. What does the porosity show?
19 o
A ‘Well, just looking at the log, looking at
20
the drill stem test information specifically, you'd have to
. ‘21' ‘_.
' assume good porosity. It flowed 138 barrels of oil in 4
22
hours. That's pretty good porosity.
o~ 23 ' o
- Q What, 7 percent, is it?
24
A I cannot calculate porosities. I don't
%
i know, but I can tell you that if you flow 138 barrels in 4
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1
| hours it's real good.
|
2 b
163 All right. Have you made any volumctric
3 calculations on the acrcage drained by that Gulf Cricr Well?
4 A The answer 1is that I have not. There have
5
been some made but I have not.
8
Q The hatched circle that we've been talking
7 h
about --
8
A Uh~huh.
2
; Q ~=~ in Sections 1 and 6, does that represent
ofs. 10
sggﬁ the Devonian reserves after the Gulf Crier Well had completed
o :n -
T . 11 ° S
gggi , producing from the Devonian? That's what it reflects, isn't
S5Ear 12 -
41 it?
S
3 T r
iE-g . A Yeah, I think that's the assumption, that --
0. Okay.
15
. A That the Gulf Crier has moved the oil fwater
16 S
R contact up so that you can't go irn there and drill a well
7 | |
: flat to the Gulf Crier and hope to ‘have a commercial pro-
18 ' c
o ducer, or you're going to have to be awfully lucky if you’
19 -
L do.
m .
0 Okay. Now I assume from your testimony
21 : o ’
: that the -Dawson seismic information that's platted on ~- on
2 ' : :
o the exhibit, you've ignored that information, have you?
3 o
A oOh, no, I haven't ignored it.
2 ,
Q That's keen included in here.
2 . ,
i A " The Dawson Line No. 1, which is shot points
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B 1 | 140 through I think it's one-seven -- no, we show one-one on
2 | the map, it's inclvded, and certainly is an integral part of
3 the interpretation, but the Dawson data is, as I explained
4 | earlier, Mr, Kellahin, is just not the quality of the -~ of
5 1 the Teledyne data. ;\
6 0 If you'll bear with me, I would like to go
‘ 7 | through the LCH Line ¥No. 1 and pick out the shot points.
g 8 A Okay .
r o 9 Q We start down there with shot point No. 5,
gg_gé 100 §g it?
~ éégi " A, Yes, sir,
ggg% 12 0. And then it goes up to the north to No. 10
ggég ‘13 and then you get a shot point 15 and then 20 and then 25, and
w8t ¥ 1 then it goes up into Section 34 to be shot point 30, is that
1 right?
16 A Uh-huh.
7 0. All right. What 1s the footage location
18 of shot point 25 from the west and north lines of Section 6,
‘19 can you tell me that?
» A I don't have an engineer scale so I can't
2 tell you. I can give you a pretty gobd guess.,
2 Q Can you approximate what that is?
: = A Oh, it looks to me like it's about 700 fe’et‘
24 from the west line and about 1000 feet from the north line.
® i I can give you a better answer if -- that's just an eyeball.
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—
1 0. Now going from cast to west across the plat,
2 | if you pick up the ICH line two, we start at that point, with
3 ¢ shot point 60. We then hit 55, 50, 45, 40, and then there's
4 | a shot point 35. V
5 A Uh~huh.
é Q What's the location of that shot point?
- o 78 A That is about 150 feet from the west line
8 | and about 400 feet from the north line. I really need an
o . % | eng/neer's scale again to pin it down. I would say 450,
gggé 10§ probably, if my memory serves me correctly, it's 450,
~ gggé 1 0 So the ~-- you =aid 4507
3 ¥ | B A, Yes.
LR L
ggég 13 0 So the proposed unorthodox location is
@3z u going to be some 50 feet closer to ‘thé west line than shot
1 point 35 and some 120 feet farther, north than shot peoint 35.
16 A Based on the geology I certainly wouldn't
v object to 150 feet location and a 450 location.
18 0 Do you believe that an unorthodox location
19 at 450 from the north- line and 150 from the west lin_e, would
20 put you in about the same position structurally as -- as the
2 requested unorthodox location?
= A Uh~huh.
::/ B 0 Where would a standard location in Section
# 6 put you?
= i A Well, it weuld put you --
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| 1 Q0 A standard location would be 330 out of
2 | the corner.
: 3 A Well, I guess it would put -~ you see,
4 1 there's a line 4 that is some other data that -- there i3 a
L 5 point on that line 4 that ¥ don't consider very reliable, and
6 | that data is data that I checked and do not have ~- I héﬁren't
? been able t;) recheck, so I'm not putting a lot of faith in |
8 I that data, but X am putting faith in the data that -~ the
% | other data, would look like it would bé ~-- based on my best
gggg 10 opinion, I'd say it would be 10 feet low to the location

~ g;éﬁ "1 othat 1 suggested,

- ‘;“Eé% 12 Q all right. A stahdfard location, the closest
gggg | standard location would be 10 feet lower than the 100 fcot
®83 " location, 100 feet from the west line?

18 A Correct, Correct.

16 Q. Okay.

Vv A And therein lies the problem. If you've

_18 got -~ ifv you're 25 feet lov, and I think that -- and I feel

e strongly that this prospect will tie. I probably in retro-

2 spect can give you a better answer, but based on my experiencej

& I think that the limit of error is plus or minus 25 feet for

2 this data. If that's the case, thep we would be, according
: 2 to the best of my calculations, we'd be 1 foot low to the

o Gulf Crier if we drilled there.

» i o At the standard location?
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. J’
! ! A Yeg., If you drilled a standard location, ‘
;
2 | then you'd be 1 foot low if you mistied on the bottonm side
3| of the plus or minus 25 feot.
4 o} What: would be the boundary of the 49-acre
5 proration unit in Scction 6? Do you know what the footage
6 | distances are on each side of that?
7 A I think Mr. Buell is going to have to
8 | answer that question.
e ' : "9 Q My qﬁestion is, Mr. MchTllan, what portion
ggéé 10 of the requested\rlxon-—standard prorat;[pn unit is going ’to be -
~ §§§§ | 1 potentially p'rodu‘ct‘ive from the Devonian?
- ‘;1‘55% 12 A Bey, I'd have to ‘have ‘an engineer's scale
3%%% _. . 13 to figure it out. .
@R LW 0 You've not studied -
o A I guess we could draw one.
16 0. You've not studied that specifically to
" determine wﬁat"p'of'tion of this profai:i’onvunit is productive?
. A, No.
e Q Okay.
20 MR. STAMETS: Let me ask a question while
. # we're right &ti'thét'point.
‘22 What acreage is p“rc':posed to be dedicated
:/ = to this well? Would it be the west- half of the scuthwest
# quarter of Section 6, or what would be the southwest guarter
25 .
i of Section 67

+ T RS W :
g B
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1 MR. BUELL: I believe it's Tots 4 and 5 and
2 6, T beliecve,
3 A If this were a standard -- if this were a
4 standard scection, it would be the northwest northwest,
- ‘ 5 MR, STAMETS: Yeah, okay, but basicaliy
8| what we've got is the south half of a section here, so it
7 would be the 49~acre tract that is the northwestmost in the
8 | partial section,
9 MR. BUELL: Correct. And if-it's going
‘ ...v-( [
gg;; W | to become a rectangular shape, it would have a north/south
N
Za :‘i n axis,
N B3
<§§§ 12 MR. NUTTER: Dick, there's a little lot
; <J .
o 1k
EEE' 13 up in the extreme northwest corner that's 14.75 acres.
LE
s u MR. STAMETS: Uh-huh.
s MR. NUTTER: And then the lot immediately
16 south of that has 34-something.
1 MR. STAMETS: So there are two lots —-
‘ 18 MR. HUTTER: And they add up together to
b make 49.33.
20
MR. STAMETS: oOkay.
21 s '
Q (Mr. Kellahin continuing.) Mr. McMillan,
2 .
I'd like to show you what I've marked as Tenneco Exhibit
. 23
\: Number One, and ask you if you can identify that?
24 .
A Yeah, this is a report I d4id in connection
% .
‘ with this map.
i
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\ 1 | MP. KELLAHIN: If the Examincr please, 1'd
2 | like to move the introduction of Tenneco Exhibit oOne into
31 evidence.
. 4 MR. STAMETS: That will be admitted.
T 5 0 If you'll turn to the second page of that
| 6 report, Mr. McMillan, you've indicated that shot point 35 had
; 7 approximately 34 feet of éé‘idiﬁional structure to the Gulf |
81 crier.
| ° A Correct.
SEL: 10 - ‘
§§ Eg . 0} You also go on to recommend that the
~ ’g—gé‘g -om Devonian testb be drilled at a locatioé 450 feet from the
ggg% ’_12 north line and 150 feet from the west line. 1Is that still
Egég /‘_1:3 your testimony?
SEFY - »
A ’That's vhat I recommended. Mr. David
1 recommended 100 and 330, and I dor{"t think there's enough
16 difference, as I testified earlier, 80 i'd g-o for 150 and
71 450, |
18 0 "Where would a location in Section 1, 330
9 out of the north and east corners of that section, wvhere
® | would that place you on the Devonian structure?
2 A " Well, you know, if‘ you look at the map, anéd
2 you considé;-the Dawson data, you'd Qay you're qoing to be
:/ = high, but 1f you consider the Dawson 'data is of poor quality,
24 and that you need to rely on the LCH data, which I did, and
® + I think the report -- let me go back to the report, since
Il
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! you've introduced it, T think I Adiscuss that data quality.
The CP on the Dawson, oxr thae CDP, which is common depth
3 point, shot by hawson is considered good at the Abo and Bough

4 C levels and fair at the Devonian. The data ¢uality of the

5 GSI. which is that stuff further north, or the data further

8 north, and the Teledyne data is considered excellent on all

7 horizons. So I rate the Devonian on the Dawson data as fair
8 and on the LCH lines, or the Teledyne, which are synonymous,
9 as excellent at the Devonian horizon.

EE‘.-".: 10 And that's what ! t to go back to

ogzz ‘ 3 ; nat you've goc to ¢ ’

-3

Sg?i n is what you think the best data is.-

= ;

r _

;§§£ 12 0 But you used that data in drawing the

a g .

>¢ é" 13 ] .

_,E g contour lines for the Devonian structure.

o« & 2 . .

wgs ‘ ‘ .
u A That's right, but I didn't use it when I
16

selected the location.

16 0 But your structure map shows that the top

7 of the —- this Devonian anomaly is going to be at a depth

B of s250.

"19 A If you believe the Dawson data. If you
e believe that the ~- if I believed that the Dawson data were
A excellent, which I didn't say in the report, I said it was
= falr. If you believe the Dawson da_té. were excellent, you
= would, but you know, I sat down witl_i that data and looked-
24 over it and sweated over a 1ocatioh, and said that's where
25 _

. you ought to drill.
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_— 1 ' j
Q And after doing so, Mr, McMillan, then you
1
2 | drew the structure map, @
3 N, No, no. UHNo, no. I drew the structure map, |
4t 1 picked the seismic cross section, drew the structure map,
5 looked at all the data, and said that's the best spot..
6 )
0. At that point you didn't re-draw thre
7 structure lines to show the top of this Devonian anomaly to
8 ) be farther into Section 6. .
9 A I honored all the data but you see, in any
ngs.
sgfg 10 kind of seismic interpretation it's a judgment thing, and
o R ke
34 1
—_ 5%‘}3 my Jjudgment, based on nineteen years of experience, was that's]
; - .
. -k 8 12
;§i§ the place you ought to drill.
>-°"f 13
;Egi o What is the top of the Devonian anomaly
wEs " . :
in here? What do you think the depth of that is?
15
A Well, the way I have it mapped, and as I
16 .
pointed out earlier, we're talking about, in my opinion, ‘hat
17 .
| we ought to tie within plus or minues 25 feet, I would say
18
that it's probably -8260 at shot point 35.
19
0 What percentage of this Devonian anomaly
20 .
is outside of Section 6, or outside of the 49%9-acre proration
21
unit?
2
A I would say it depends on how you approach
— the problem. If we're saying that the best data indicates
24 A
the high point is at 35, then I guess you'd have to do a
2% | _
i volumetric study, which I haven't done.
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1 If you just take that line that Mr. David's
2 dravn in there, ch, I'd say about a fourth of it,

3 0. A fourth of it is going to be in Secction -—- |
4 | in the proration unit.

5 A, I'a say that's the minimum, but you under-
s stand that the high point, in my opinion, based on my examin-

7 ation of the geophysical data, is there at shot point 35, so

8 it -~ that may not be the exact numbers. I would guess, if
9 anything, it would be more than that, but that's -- I can't
e 3 :
g?;; 10 give you a better answer than that.
] E‘
_ g:;g " Q Based upon your geophysical study of this
~/ §§§’E 2 | area, Mr. McMillan, what is going to be the drainage pattern
sh;
3. 8 &k
:ggég B ¢or the proposed well if drilled at the requested location?
<33 C ‘ o
nys .
v " A Well, I haven't gqualified myself as an
1 engineer, although I do quite a hit of geological work, so
,16 if you'll accept my testimony on that basis, I'll give it to
17
you.
18 0 I'd be interested in what your opinion is.
9 A ¥Well, I think you're going to drain out of
201 6 and 34 and 1.
A 113 , Do you have an estimate of what portion
22 ~ '
of the production from the proposed well is going to come
R - 8 s
" out of Section 17
S
24 ‘
A I really don’t, and I, vou know, it would
.3

depend on what happened in Section 1. I don't think anybody
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) L | can glive that answer,
2J Q Do you know whether Read and Stevens pro-
3 Ipocses to drill a well in Section 17
e ; 4 A, | I don't know.
iﬁ } 5 o Do you know what the ownership of the Sec-
6 | tion 1 and Section € are?
2 i 7 A, I think that the attorney has that. You
/ ? 8 lxnow, and I want to give you the most honest answer that I
% ® J can on whether they'll drill it or not, when I say I don't
g%gg 10 know, you've got to see how the weli performs. Okay?
/_\ §=§§ n Q _ _Let me ask you this, Is not Read and
o 525’? : 12 Stevens the majority working intere’ét' p'wner in Section 1?
) ggé% | 13 A ) I'm not absolutely’ f»a’miliar with all the
“es " numbers. I'd rather the attorney answér that question} He's
1 got them,
16 0 Have you recommended to Read and Stevens
v that they locate 5 Devonian test in'ény-portion cf Secticn 1?'4
18 A In this kind of prospect you drill vour
" best location and then you loock at it ahd then you go from
2 that.
2 Q VYhat does the proposed Devonian test at
2 this location, what's that going to cost, do you know?
;:, _23 A I have not seen the AFE but based on other
# experience I have in the area, and also on conversations wiﬁh
b 2]

3 !Read and Stevens, it's going to cost in excess of $700,000.

|
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! 0 And what's the current oil price that the
2 operator will realize Ffrom this well?
3 ' A It's either $29.50 or $30.00, somewhere in
4 there, depending on what Congress does to the oil industry.
s It could reduce that price significantly. A/
8 Q Have you madr anvy calculations to determine
Y what volume of oil production from the Devonian is going to
8 be necessary 1in order to pay out this well?
s A I don't know what all the royalty burdens
§§§§ 10 are, but I can give you a horsecback guess, assuming an 80
§§§§ B percent royalty. You're talking about, oh, probably 30-
gs
§§§§ 12 cr 35,000 barrels. That would be with 80 percent rovalty.
ggég 13 0. Okay. Exhibit Number Qne introduced by>
@ez " Tenneco shows that Mr. David has made some reserveoir calcu-
1% lations, some volumetric calculations, and indicates a millioix
16 barrels of oil to be recovered frorﬁ thid bevonian anomaly.
17’_ Do you agree or *disagree with that estimate?
8 A Well, I told you that earlier.
1 MR. BUELL: Mr. DIxaminer, I'm going to
2 object finally. We tendered this witness as a geophysicist
? for interpretation. He's been asked for geology, reservolr:
Z engineering, economics, and prediction of the Federal govern-
‘ = ment, and I think we're going a little far afield.
24 MR. KELLAHIN: Mr. McMillan has made cer-
= ; tain conclusions and he's reached the assumption that a pro-
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1 posed location as requested by the opcrato:l' is going to be

2 [ the best one, and X want to determine the extent of his know-
3 ledge and upon what he basces those conclusions.

4 MR, STAMETS: I don'‘t bhelieve that Mr,

5 McMillan is the source for the million barrel figure and I
6§ don't beliove it is appropriate to cross examine him on that.
7 Q. (Mr. Kellahin continuing.) I don't bhelieve

8 you've told us where a standard location 330/330 from the’

9 north and east lines of Section 1 would place you on this -

gggg ; 10 | pevonian structure.
o~ g;éé 1 A Well, it would place you between the 8260
! 5255 12 datum and the 8235, along that line of traverse on LCH No:. 2,
amg :
ggé“ 13‘ assuming that we tied the map.
@83 " , You see, when you make a seismic interpre-
1 tation you also, in addition to picking the records, you
18 make a velocity interpretation, and the velocity interpreta-
" tion was just applied to those points that are shown on the
18 map.
1 Q Do you have a recommendation to the Examinef -
 20 with regards to a penalty factor to be assessed against this
A well to offset the advantage in 1od3£-ion?
2 A I certainly would;yﬁt.
\; = Q Do you think it prﬁotécts t;he correlative - :
W rights of the working interest ownexrs and the overriding
25

royalty interest owners in Section 1 to rlace a well in Sec-
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tion 6 100 fect from the scction line?

A Well, let me put it this way. If you were
to dril) a 330 location from the north and west of Section 1,
and I miss that 25 feet limit of error that I'veadiscussed
several fimes, and you got a dry hole because you.were one
foot low to the Gulf Crier, then nobody is doing to benefit
and there will never be any other drilling in that-vicinity.
Just based on my experience in the exploration business, I
would say that you got the best chance to finrd the oil by
drilling it, That's the -- that's the spot that I said is
the best. 8o therefore, if you don't drill there, I don't
think you ought to drill anywhere.

So I don't -~

Q0 The closest standard location would be 330
from the north and west lines of Section G,Hand you're tellin
me that a standard location runs a substantial risk of en-
countering water.

A I'm saying that your odds are increased by
getting 10 feet higher.

0 A portion, then, of the proposed non—standa
proration unit is not going to be productive in the Devonian.

A Go over that one again, please.

MR. BUELL: I don't understand it.
0 You're concerned about the oil/water con-

tact in Section 6.




1 M Yeoah,

2 Q You've not scaled out where the 49-acre
3 non-standard proration unit i3, and I'm trying to find out

4 where you anticipate that oil/water contact to cut through

b the non-standard proration unit.

6 ~ My point is, X want to kncw how many non-
7 pfoductive acres you're going to dedicate to this well.

8 A, fell, I'1l just have to scale it off.

9 Y can give this statement; that most of it, certainly, most

gggg 10 of the northwest portion of 6 that would -- is this 49-acre
N ggéé M | proration unit that we're talking about, would be above the
‘: gggg 12 oil/water contact if the map tied the way I've goﬁ it mapped.
as
;ggg 13 . MR. STAMETS: vhile we're on this point,
585 Lo with your 25¥foot variation, it could easily all bhe produ‘ctivé
15 right?
16 2 That's right. If you were 25 feet higher

7 than the map, then certainly quite a bit more of 6 would be

B | productive.

19 MR. STAMETS: Do you feel like it would be

2 possible to say with any degree of certainty that any part

2 of the proposed proration unit was not productive?

z A Not with an absolute degree of certainty.
= If that's the question, the answer is no.
—

% MR. STAMBTS: Okay, thank you,

%

! Q (Mr. Kellahin continuing.) Mr, McMillan, I

TR

TR
VR
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have one last question.

HHow else are the owners in Section 1 going
to bc able to compensate for the location requested by Read
and Stevens except té do --- except to dArill a Devonian-ﬁest
100 feet from the ecast 1ine and 330 from the north linc in
Section 1?

\A Well, T -~ T would say this. I quess they
would have to walt till the well was down before they could
make that decision about how they could best protect their -~-
or get their oil out.

0 Yep. If the well does produce from the
Devonian and confirms your opinion that there is Devonian
production, as indicated on your plat, then how are those
interest owners going to protect themselves, unless the Com-
mission penalizes the production of the Read and Stevens well]
Or an offset well is drilled at a similar location?

a, Well, again, I think I'd slmost have to be
a petroleum engineer to answer that question for you, and
I'd also have to wait until the well was down and evaluate
the well, and then I think any decision I would make on that
would be after consultation, after examination of thé logs
and structural position and the seismic, and all the data we
got, and after I -- after I did that and sat down with the
engineer, then I would decide where to drill, or whether or

not to drill,
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B 1 ! MR, KELLAEIN: ¥ have nothing further.
2 |
3 CROSS LXAMINATION
4 1 BY MR. STAMETS:
6 (X Mr, MceMillan, in responsce Lo once of My,
6 Kellahin's questions I beliceve yvou sald that with a.well at
[ 7 the proposed location, and even at your alternate location,
- 8 I there would be drainage into Section ¢ firom Section 1 and
] o probably Section 347
ofs: 10 . \ . .
g§§§ A, Well, I'm not a petroleum engineer and I
—_ §§§§ " donft want to mislead the Commission, but I think that the
! ';;i% 2 1 answor to that is obvious on its face, and it's yes.
Egé;- 13 Q Okay. Now, Mr. McMillan, in the absence
<Ezd
@es s of good information as to productive acreage, the Division
1 very often restricts the production or the allowable on wells
16 that have crowded the line, so to speak, by utilizing a for-
v mula i:hat assigns an allowable based on kind of-a three-phasedi
e approach. 1In one instance they calculate the amount of drain-
1 age, additional drainage outside the proration unit resulting
A ”/ ' | % from moving the location over. This is just simply done by
# drawing, in this case, the 40-acre circle on the map and
= then drawing another 40-acre circle, seeing the additional
: :/ = drainage. And then just a simple numerical calculation how
2 much closer the well is to the line. Thus, if a well in
® Ej this case, you're not going to be any closer to a line than
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you're allowed on the north-south line, so there is no
penalty there. You're, let's say yvou were halfway to the line
on the west side, that would be 50 percent factor there,

and just for the heck of it, let's say you drain another 10
acres outside your proration unit, tﬁat would be a 25 percent
penalty there.

.You add those three up and divide by 3 and
come up with an allowable factor which would be somewhere
between 50 vercent and 25 percent in this case.

bo you know of a -- can you think of a
better formula for penalizing production?

A Mr. Examiner, I'm just not really familiar
with it, honestly not, and I don't know =-

0. Do you have anything‘better te offer than
that, lgt's say.

A No, I don't.

0. Okay.

MR, STAMETS: Are there any other questions
of this witness? He may be excused.

Do you have anything further, Mr., Buell?

MR. BUELL: I have one other witness.

Call Mr. Richard Gifhorn.
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1 RTCHARD GIIHORM

|
2 being called as a witneas and having been duly sworn upon

3 his oath, testified as follows, to-wit:

5 DYRECT - EXAMINATION

8 BY MR. BUELL:

;j 7 0 - lould you please state your name, sir?
?i 8 n Richard Gifhorn.
% : | 9 Q Mr. Gifhorn, by whom are you employed,
5 g%gé 10 | where and in what capacity?
: ~ gggﬁ n A Eéstman vihipstock. I'm a Marketing Repre-
oo §§§§ 12 sentative in Midland, Texas.
Egé: 13 0. And you have not previously testifieqd
i5:0 | ~
- before the Cormission -~
® A No ~-
16 o Q -- or one of its examiners.
7 A. ~~ I have not.
. 0 Would you explain to the Examiner some of
" your educational/work background? |
20 A - Ckay, I have 96 semester hours in marketing
z from Stephen F, Austin State University. I have 80 hours T
of directional drilling classroom training from Eastman l
;:} Woodstock in Houston. I have 40 hours of directional survey

training from Eastman Whipstock in Houston, Texas, and I've

8 ¥ 8 N

been employed by Eastman Whipstock for two years. I'm in
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a supervisory capacity over approximately cight directional
drillers and three surveyors and supecrvise their work and
also review their work.

0 - Have you proposed a recommended procedure

for the propesed well that's the subject matter of this

hearing?

A Yes. sir. T was contacted by Charles Read
approximately --

0. Just a ninute.

R, vIs that proposed procedure marked as

Applicant's Exhibit Nﬁmber Three?

no Yes, sir.

0. Okay, go ahead and explain to the Examiner
what that shows.

A, Ckay. I was contacted by Mr. Read appro-
ximately a month ago and he told me what his situation was
in reference to this well, and he gave me a number of offset
wells for me to try to obtain their deviation records and
from that see what kxind of problems  they would encounter.
Unfortunately I was only able to come up with one.deviatios
record and that was on the Tom Ingram Well, I ran that
through our computers and from that I've come up with this
procedure.

According to the Ingram deviation records

they had an accumulated displacement of 218 feet. That's




Page 37

1 assuming if all the angle they had in the hole was ¢oing
2| the same direcction they wonld have 218 feet of total accumu-
3 lative displacement.
4 Looking at the drilling procedure of Read
5 and Stevens, I recomrnended that thev drill down to 4200
6 feet, just taking their normal drift indication shots. At 2
7 any time if thelir direct indication shot should show % sub-—
8 stantial increase over =~ over the Ingram well or theirx
9 cunulative displacement should become more than 100 feef,

gggé 10 we would have to run a multi-shot survey. |

g;éi n If not, we would run a gyroscopic multi-

/—D §§§§ 12 shot survey at 4200 feet, a casing point.
® A
. Egég 3 Okay. Then I would recommend that they
g =3 :
“s3 n go back with a regular driiling assembly, packed hole assem-

1 bly, and drill down to approximately 9000 feet with a non-
16 mag drill collar, again taking just their regular drift
v indication shots where we can calculate an accumulated dis-

18 placement towards the lease line, and at that point we'd

9 run another multi-shot survey at 9000, roughly 9000 feet,
20 and determine éxactly where the bottom hole location was,
A tying it back into the survey at 4200 feet.
If they didn't exicounter any problems of
'/ B lease line, just go ahead and drill the TD monitoring the
# well wi’th non-nag drill collar and an R single shot instrument
-]

for direction. At that point, when they did reach total

i
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depth, wo would run another non-nag ralti-ahot aarvey back
to tie into the survey at o900 feot and submit i+ to the
0il and Gas Corundssion,

0 Do you beliceve that this program would
adequately protect and jdentify the total Aepth location of
this well as keeping it on the cast side of the lease line?

A, ¥es, siy, according to the How-ﬂnxinn 011
and Gas Commission, these survaeys have to be taken at least
100~ foot interval, no more than .00-foot interval, and at
that interval you can take surveys every fooit but we've found
over the years that taking them cvery 100 feet, that this
will give you a true and accurate picture of wherc your
bottom hole location is.

If at sone time they should enceunter the
leage line we could go in with a downhole motor and a bent
sub and turn it away from the lease line, get it back to an
approximate location under their original drilling site.

0. Mr. Gifhorn, was I'xhibit Three prevared
by you or under your supervision?

A Yes, sir, it was prepared by me.

MR. BUELL: T would move the admission of
Exhibit Number Three.

MR. STAMETS: Exhibit Number Three will be

admi tted.
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1
|
2 i
CROSS LXAMINATION
31 By MR. STAMETS:
4 Q Mr. Gifhorn, is the sol.le purpose of your
5
proposal here to make sure that the well bottoms under the
6 . .
surface location or just on the lease?
7 A, Okay. Mo, when I was talking with Charles
8 Read T asked him about this, because he wasn't clear on it
® and I wasn't clear on it. When we were talking originally
oF - 10 . F . ) A
5§ a2 I discussed with him exactly where he wanted his bottom hole ,i
aysy
< . 11 .
gggi location at total depth, and he said within a given target
x> “
= o 12 v 4
;géé arca of 50 feet around this proposed wellbore. ‘ ]
[ ]
5gl; 3
5555 llow, he talked at that time that, you know,
»wEs 14
they might go across the lease line and then have to kick
15
it back across the lease line back into this section.
16
I told him at that time I did not knocw
17
the 0il and Gas Commission's, you know, feelings on that
18
matter, but I know how it is in Texas. They don't particu-
19 . )
. larly like it. They don't like to cross a lease line and
20
then come back. They want you on the lease at all times.
21
Now what the New Mexico 0il and Gas Commission's feelings
are, I don't know.
23
So, but we can -- we can monitor the well
28
to make sure at no time that it crosses the lease line.
25
i This -~ this will present no undue stress to the operator or
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A 1
to our company.
2 MR, RELLAHTII: May you ask a question?
3 MR. STAMETS: You certainly may.
4 -
5 CROSE BX ;;‘iIIIA'I‘IOI‘I
b 81 BY Mr. RELLAHIN:
7 Q Mhat is th radius of tolerance for hitting{
8 that bottom hole location? You said 50 foot?
9 A Well, I would assume that they under
gg %g 10 normal drilling conditions, if you're drilling a well, an
-4
~ é;gg b uncontrolled well, and you have, like thig Tom Ingran wél'l,
e ‘;‘Eé% 12 you have 211 feet of total or cumulative displacement,
5?5; . hly. I would assume that you would probably be witﬁin
25 feet of your surface location at that point, at your
e bottom hole location, because at that low an angle, basically
16 you're creating a spiral, you're spiraling down.
v 0. So we have a 25 foot radius of tolerance
18 from the surface location?
9 M Vell, like I said, it's hard to say. It
2 could be as little as 2 feet, because you're going down in
a a spiral, but I would say that at tinis depth, 12,500 feet,
2 that with no directional drilling methods at all, you will
;/ = fall within a 50-foot radius of the surface location; that
# the maximum you'll be displaced is 50 feet in any direction.
® i o So it's possible that using a surface
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location of 100 fect from the west line and 330 frow tha
north line in Section ¢

A Uh--huh.

o ~- that the hottom of this well would be

50 feel: from the scoetion line hetween Section 1 and Section

G.
R That's possible, but it alsc could he in

the other direction, also. A lot of it depends on structure,

if there's any structure probhlems, dip, things of this

I've seen wells that -+ two adjacent wells, one

ratter,
went northwest and one went southwegt. It's hard to say.
You just can't séy for sure which way. It might -- it very
possibly could go towards the lease lipe. That's why we

waere contacted. If it does go towards the lease line they
want to turn it back away from the lease line,
0. To insure that you avoid the lease line,

wouldn't it be more prudent to drili at a standard location,

330 from the north and west lines?

MR. BUELL: Mr. Examiner, I'm géinq to
object again. This witness wasn't offered for this type of
testimony. He was offered to present a drilling program.

MR, XELLAHIN: Thisg witness has told me

where he's going to bottom this well. I want to find out
if he starts at a different surface location if he can keep

from draining our acreage.
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MR, STAHMERS: Let's - let's ash this
question, If you were askoed to, could you hottom this well
within two feet of tho surface location?

A I could bottom it within six inches.
}HR. STAMETS kay, that anﬁ;ers

MR. XELLAHIM: Can we have that in the
order?

MR. STAMETS: ~hat answers your question,
I believe, Mr. Kellahin.

hY If I could just say one other thing for
the Commission's ~- when Mr. Read first contacted me, he
contacted me about drilling this as a directional hcle and

with the surface location of, I believe, 330, standard loca-

“tion, but bottoming out at this 330 from the norxrth and 100

foot from the west line. And I to0ld@ him at that time that
yes, we could do that, but the cost of doing that is much
greater than if we went in and monitored the well and even

if we had to turn the well back from the lease line, it
would still be cheaper than controlling it as a 6irectional--

hole.

MR. STAMETS: Any othexr questions for this
witness? He may be excused.
Do you have anything further on direct,

Sumner? N

MR. BUELL: We might have one other witness
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I Aoubt it, but if wo do it will ba a short one.

MR. STAMETS: We'll take about a fifteen

minute recess,

(Thercupon a recess was

taken.)

MR, STAMETS: The hearing will please come
to order.

Mr. Kellahin, do you have some direct
testimony you would like to put on?

MR. KDLLAHIN: I'd like to move at this
point to dismiss the Applicant's application in this case,
It's my opinion and argqument that Mr, Buell has failed to
prove a prima facie case with thxee points in mind.

One, there has been no testimony that Read

and Stevens is going to be the opérator of this well.

le's not, second of all, vrovided us testi-
mony to show what the ownership of the non-standard proration

unit is going to be.

And thirdly, he's failed to establish that
the proposed unorthodox location is the preferred leocation.
Mr. McMillan's testimony was that a location 450 feet from
the north line and 150 feet from the west line was a com-—

parable location, and that is confirmed by his report to
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i

Read and Stevens in Decombor of '73, and for those three

reasons wo move that the application he dismissed.

3 MR, BUBLL: If the Examiner please, I of
4 course will opposec the motion by Mr. Kellahin.

5 Starting with his last point first, that
€ we have not proven that the 330/100 foot location is the

7 praeferred location. I think Mr. McMillan has said several

8 times that it was; that based upon his interpretation of the

9 | geophysical Gata that was the best place to drill this -

gggg | wildcat well under’ the circumstancesy,
- Fzz;éé 1 As far as the ownership question is con-~
e ;t'gs% 12 cerned, it is contained in the application. The allegation
gggi 13‘ is there. It has not been contrc¥erted by any response from
- 682

Tenneco.

15

And finally, as to the ownership, I believe

16

that is also contained in the exhibits to the application,

17

showing various offset owners and owners of interest, and

1 I believe that is on file with the Commission, and I would

19 ..
ask the Commission and the Examiner to take administrative

notice that those matters are contained in this file.

MR. STAMETS: The motion is denied.

MR. KELLAHIN: I'd call Mr. Bill Dixon.

. WILLIAM H. DIXON

L being called as a witness and having been duly sworn upon
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his ocath, testified as follows, to-wit:

DIRECT LXAMINATION
BY MR. KELLAHII:

0 Mr. Dixon, would you plcase state youx ném#,
by whom you're employed, and in what capacity?

A William . DPixon and I am employed by
Tenneco OiIVCompany in San Antonio, "Texas, as the Division
Geologic Engineer.

Q Mr. Dixon, have you previously testified
before the 0il Conservation Division?.

A No,’I have not.

Q Would ybu state for the Examiner when and
where you obtained your degree?

n I obtained a Bacheloxr of $Science in
geology from the University of Michigan in 1958 and a HMaster
of Science in geology from the University of Michigan in
1959,

Q Subsequent to graduation where have you
been employed and in what capacity?

A I've worked for Marathon 0il Company for
approximately eleven years in the Research Division in
rittleton, Colorado, doing production geology, exploration
geology, production‘development, prodﬁction engineering,

and havé been five years with Tenneco in their Mid-Continent
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Division, and also in Midland, and currently in San Antonio.
0 Does the area of responsibility in the San

Antonio office of Tenneco include the subject matter of this

application?
A ers, it does.
Q Mr. Dixon, have you made a study of and are

you familiar with the engineering and geological facts sur-
rounding this particular application?

A Yes, I have.

MR. KELLAHIN: We tender Mr. Dixon as an
expert witness.

MR. STAMETS: The witness is considered
qualified.

Q (Mr. Kellahin.continuing.) Mr. Dixon,
would you commence by telling us what, if any, inferest
Tenneco 0il Company has in Section 1? |

A Tenneco 0il has 46.56 mineral acres in
Section 1, which are unleaécd.

0 ¥What portion of Séction 1 -- I'm sorry.
How many acres are contained in all of Section 1?

A I believe about 388.

0 So what percentage of interest in Section
1 does Tenneco have?

A I haven't calculated it but it would be

approxihately an eighth,

B o AP B S P
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o Approximately twelve, twelve and a half
percent?
A A little less than that; probably ten.
0 'Do you know who the other working interest
owners are in Section 1?
A Yes. I believe those were submitted with

the application to the Commisgion, also.

Q Apart from Tenneco's twelve, twelve and
a half percent interest in Section 1, which operator con-
trols the balance of that section?

MR. BUELL: I believe that the witness
testified it was something less than ten percent that they
owned.

MR. KELLAHIN: e said they had an eighth.

MR. BUELL: I thought he said it was less
than that.

A, It may be somewhat less than an eighth.
It's 388 acres. I haven't calculated it out but we have

46, almost 47 acres, out of that.

Q Apart from Tenneco's interest in Section 1

what other operator controls the balance of that section?

A I believe that it's Read and Stevens.

0 boes Tenneco have any interest in Section
6?

A No, sir.

3 e s e Y4 L e e i, e e
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1 Q I show you what I've marked as Tenneco
2 ; Exhibit Number Two and ask you 1if you can identify that?
| 3 A Yes. This is the material that was sent
.%' 4 to Mr. Struthers, Production Manager for Tenneco in San

5 Antonin, the reports by Mr. David and a geophysical report

6 by Mr. McMillan was also submitted. They were interested at

7 this particular time in obtaining support for their test in

8 | Section 6.

- 9 0 Have you made a study of the information

oge.
s % -‘.1_; 10 presented to you by Read and Stevens in Exhibit Number Two?
= E-
z E Eg " A Yes.
~ R2i:
L) HE 12 :
;§;z MR. KELLAHIN: If the Examiner please,
> : nlf )
;jgég 13| we'd move the introduction of Tenneco Exhibit Two.
g3
nys
°s . W MR. BUELL: I would object to the intro-
1 duction. There's been no indication that this man has pre-
16 pared this document, other than the fact that he's reviewed
>17 it, and I don't think that he is qualified to testify as to
18 . . 2 :
its accuracy, credibility, or any other matters until he's
19 . _
personally participated in its preparation or the supervision
20 , :
of its preparation.
21 '
MR, KELLAHIN: If the Examiner please, Mr.
2
Buell misunderstands the rules of evidence. We are intro-
23
’“f , ducing this as an admission by the applicant of how they
B H
24 |
% evaluated this particular prospect. It’s certainly not our
2%

; testimohy. It comes from the files of Read and Stevens, and
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-~ .
'; as an admisgsion by the applicant, it certainly is admissable,
2 MR. BUELL: Mr. Examiner —-
3 MR. STAMETS: Let me ask Mr. Kellahinﬁ one
4 question.
8 Were these copies of records from Tenneco's |
6 files? _ ) |
7 MR. KELLAHIN: Coples of records from |
8 Terneco's files that had been given to them by Read and
i o Stevens in co::respondencé.
of s 10 -
2§§E~ MR. STAMETS: Mr. Buell? i
~ §§g§ " MR. BUELL: I believe that I perhaps mis- %
g%i% 12 understand the rules of evidence, but I don't feel alone on
R 13
.:..Eg.g that path in this circumstance.
Pez " I believe that this is being offered by
19 way of impeachment and if Mr. Kellahin wishes to impeach
16 one of the applicants' witnesses, the material should have
v been presented to the applicants' witness, not independent
® of his own witness.
1 I don't believe it's proper impeachment
2 material at all under these circumstances.
z MR. STAMETS: Where are you going with this
2? information, Mr Kellahin?
:; 23, MR. KELLAHIN: I'm going to demonstrate to
| * : you that their own geologist has made some calculations of
;
® i: the resérves involved, the volumetric calculations and the
- i ’,., .

e E s
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o ! ; information used to make those calculations, the structure
2 maps and goeology that Read and Stevens used and tendered to
3 Tennaco in order to try to persuade Tenneco that they ought
4 to join or to waive any protest of this particular well.
5 MR. STAMETS: And Mr. Dixon will be simply
¢ testifying as to Tenneco's position in evaluation of the
Y mate;,rial which was furnished to then{? |
: : 8 . MR. KELLANIN: That's right.
9 : '. MR. STAMETS: By Read and Stevens.
g ESs 10 : ' ;
8§§E MR, KELLAHIN: That's rJ.ght’.

~ éégf n MR. STAMETS: We will allow that.

‘;‘|§§§ ‘12 0. (Mr. Kellahin continuing.) HNow, Mr. Dixon,
;'gxa.; 13 would you please refer to what I've marked as Tenneco Exhibit
<E:3
#es " Number Three and identify that exhibit for us?

b A This exhibit is strictly a blowup of Read
16 and Stevens structure mép.
Vv 0. I'm sorry, I can't hear you, Mr. Dixon.
® A It's a blowup or an enlargement of Read
® and Stevens structure map so that we could perhaps see a
2 little better what is happening in this area.
z 0 What structure map d4id you blow up?

A This is the Devonian structure map which

\: 2 was contoured. We did not add the geophysics on here; it

* ‘ cluttered it up, but we did contour from the geophysics in
b ,
® i these tén foot contours.
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i 0 What portion or what pages from Tenneco's
2 | Exhibit Number Two were used to make Exhibit Number Three?

3 A, It would be the third page.

4 o What, if any, other inforwation have you

8 | added to that eghibit, to Exhibit Number Three?

6 A Simply put in ten foot contéurs, which Qre
7 the black lines rather than the blue lines, the small black

8 lines. Also added the legal 330/330 location and the ex-

9 | cepted location.
oF s 10
§§§§ Q Are there any other Devonian wells in
§ g é‘g " this area?
‘;“gi% 12 A Yes. The Gulf Crier, I believe, zs stated
> g% 13
;Eéi previously, it produced over 166,000 barrels.
w8z " Q What's the current status of that well?
15 A It's plugged.
16 Q Have you examined the volumetric calcula-
v tions that Mr., Dawvid used in Tenneco Exhibit Number Two?
8 A Yes.
e Q Do you agree or disagree with the volu- |
2 metric calculations used by Mr. David?
= A Assuming that the map is correct, I would
2 have to agree, and that may be a conservative number rather
= than an optimistic number.
z‘gg 0 Based upon your study, Mr. Dixon, do you
2% |

have an 4opinion as to the amount of oil remaining that can
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! : be produced from this Devonian anomaly?
2 A We would estimate that the well -- a well
3 ‘drilled here could make as much as 200,000 barrels.
4 13 At which location?
5 A Well, at a location, hopefully, in Section
® ! 1 would be a better location than in Section 6, if the map
7 is correct.
8 1) You misunderstand me. The 200,000 barrels
| or olil -~
§ g gg ° A Right.
~ éégg " Q -~ is the potential production from a well
3 §§=.E 1 at what location?
>g g 13
;:Egi A I still am misunderstanding.
ass " 1} All right, let me ask you tiiis. Do you
*® have an opinion with _cgards to the producable reserves from
" the DPevonian formation from a well to be drilled by the
7 operator at the proposed unorthodox location?
* A It could be as high as 200,000 barrels.
® ) Do you know or have you been informed by
2 Read and Stevens what the anticipated cost of this Devonian
“ test will be?
2
A I don't believe so.
\; MR. STAMETS: I'm getting a little con-
“ ; fused here. Let's go back to the reserves calculations done
® f‘ by Mr. ﬁavid. He indicated on this that there might be 1,168
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N
! i million barrels of o0il remaining to be recovered from the
i
2| crest of the Devonlan seismic closureé, and you indicated
k
3 that you felt there might even be more than that,
4 ' A, Yes, sir, there may be. = .
5 MR. STAMETS: Okay, and the proposed un--
6 orthodox location is pretty near the crest of this Devonian
k 7 seismic closure, and vet you say that well will only get
.
] 4 ‘
' 81 200,000 barreis.
s A That's assuming it won't drain the entire |
i Qass.
> g 32 to structure. ,~
%33 :
Ag 11 . . S
5533 MR. STAMETS: Okay. ALM right, and -- ;
7N EET : 3
;o dEsg 12 ;
~ ;géé A It could make a million barrels. j
.- . - 1
> 2 1% 13 *
;‘E’EE MR. STAMETS: -- on what basis do you make
"4 .
83 " - . ,
the assumption that it would not drain the entire structure?
15
A Well, if the structure is as mapped, you
16 , ' '
would drill more than one well in the structure.
17 .
MR. STAMETS: And Mr. David did not make
18
any calculationg as to how many wells might be required on
19
the crest.
m 1]
A No, sair.
V4 ,
MR. STAMETS: However, there's not room
for very many wells on the crest. How many do you feel
: could be drilled there?
2 |
i A Two.
% | :
MR. STAMETS: And thisg well is only going
i
E]
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to get 200,000 -~
A It may.
MR. STAMETS: -- and yet you expect to see
more than a million recovered from the crest.
A I should have saild at lesst 200,000,
MR. STAMETS: Okay, very good.
A Okay.
Q (Mr. Kellahin continuing.) Do you have
an opinion, Mr. Dixon, as to the direction of drainage of
the o0il to be produced by the proposed well at that location?
A Well, I would have to agree with the pre-
vious witness that the drainage will be from Section 1 as
well as 6 and 34. |
Q. What if any effects will the proposgsed
location have u@on Tenneco's correlative rights?
A It certainly will -drain us.
MR. BUELL: I'm gorry, I didn't hear the
answer,
A It certainly wili érain us.
MR. BUELL: Thank you, Mr.>Dixoﬁ.
o Do you have an opinion as to how Tenneco's
interests and correlative rights cag‘be protected?
A We would suggest_éither a legal location

or a really severe penalty for drillingﬂ;hat close to the

lease line.

oo M e
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o 1
; 0 If the Commission approves the requested
2 i location, do you have a recommendation as to what the penalty
3| factor might be?
4 A Well, assuming thatrﬁhguwe}lr-~ 1et‘;‘make
5 a couple of assumptions. |
¢ Let's assume that the map is correct and

the well is high on the structure. If no other well is
8 drilled, it could drain the entire structure. I think we

® will agree with the drainage. Therefore, if you'll notice

0%e. a‘
sgf; 10 on the map, the outside black contour is essentially the
- BT . : ;
gg?i " oilwater contact. If we assume that the map is correct, }
N O RES ) :
S kg 12
) ;ggé then I would suggest that approximately 20 to 30 percent of
wRg
> l' 13 ‘
;Eég | the reservoir is in Section 6 and the remainder is in Sections
21 '
Nas3 14
1 and 34, and that the well should be penalized to that ex-
15
tent,
. Q Do you have a specific percentage recom-
17 . '
mendation with regards to a penalty factor based upon those
18
assumptions?
19 L
A Well, I haven't planimetered the map to
20
_ find out what the ratios are, but by eyeball, I would say
21 '
they might have as much as 30 percent of the reservoir and
2 ‘ ‘
therefore they should be allowed a 30 percent of their pro-
ST duction.
-~ 24 |
! 0 Have you made a study of the production
% ‘

and the logs on the GCulf Crier Well in Section 34?2
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—

L A, Yes, I have.
!

2 i Q Have you examined the cross section intro-
[

3 | duced by the applicant in this case?

, . 4 A Yes, sir, I have.
6 Q And what, if any, volumetric calculations

6 1 have you made with regards to the Gulf Crier Well?

7 ) A ’ The Gulf Crier Well is rather difficult tn

8 get porosity on. The log porosity is essentially zero. As

9 a matter of fact, you probably wouldn't normally complete

gg %E 10 § in the Devonian had they not hit the top of the Devonian
ggég n with DST. If you assume a porosity of 4 percent and a water
B gg;g 12 | saturation of 30 percent, bottom hole temperature 168 degrees,
&g
;égg 13 and a pressure of 6144, also use a formation volume factor
553 " of 1.3, which would give you a 500 GOR, the oil in place

L would be approximately 167 stock tank barrels per acre foot.
6 | The drainage area of the Crier No. 1 would be 3190 feet --
171 90 acre feet, I'm sorry.

18 MR. STAMETS: liow many feet?

19 A 3,190 acre feet. If we assume an average

20 thickness of 9 feet, then the drainage area would have been

2 354 acres.
z If you assume that it was 18 feet, you

- B | would have drained 177 acres.

- 2 3 0 Based upon that information and those cal-
% |

culations, Mr. Dixon, do you have an opinion as to whether
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' 1| or not Read and Stevens could drill at a standard location

in Section 6, 330 feet from the north and west lines, and

obtain an economic well?

.
'Y

A I believe they could. Again, I have to go
|7 ' 5 back to the maps that we're supplied and say that if you con-

6 tour in the 10-foot contours, you may have as much as 35

o 4
ECH

7 feet at a standard location as shown by the green dot and

8 the contours.

9 Q 35 feet of what?
g%gé 1 A Above the oil/water contact, assuming that
N g;é‘é n that oil/water contact is currently at the top of the Crier
;t‘iézf 12 1 No. 1 perforations.
ggég 13 Q What, if any, other factors have you used
£2 '
@33 " to reach your conclusion that a well could be drilled at a
5 standard location in Section 6?
16 A, I'm sorry, I didn't hear you.
17 1) What, if any, other fartors have you used
18 to determine your opinion that a well could be drilled at a
1 standard location in Section 6 and still be --
20 A I'm afraid I don't understand the question,
?1 Mr. Kellahin.
= a All right, let me ask you this.
o = Would you tell me what factors you have
~
2 i used to reach your conclusion that a well at a standard loca~
25

tion in'Sectioﬁ 6, 330 out of the corner, would still be an
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|
! t econonmic Devonian well?
2 ;1 A Well, I'm assuming that the map is correcti.
3| Q All right.
4 A And he has already testified that the map
51 could be off as much as 25 feet. It could be plus or minus,
€ by the way.
7 — 0. Let me ask you this. Do you concur in Mr.
8 McMillan's opinion that there is a variable of 25 feet
9 plus or minus?
gggg 10 A Yes, I have to; howevér, I'd also like to
E;ég ?1 state, and I'm not a geophysicist, although we work with
ggé% 12 them all the time, that with a well as close as the Crier
%ggg’ : No. 1 1s, I would feel a lot better about my geophysical
° data than I would if I was, say, four miles away from the
1 tie well.
1 0 Do you have an opinion as to where you
v estimate the oil/water contact to be in Sections 1, 6, and
8 34?
b A You have to assume that the‘ structure is
20 as mapped and assume that the oil/water is the same as it
o would be in the Crier No. 1, would be the top perforation.
Q Have you examined the log in the Gulf
23
Crier Well?
24
! A Yes.
® ' ' Q. Do you have any. information or factors
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1 ) that would lead you to beliave that the oil/water contact
2 | is other than as depicted on the Read and Stevens RBxhihit
3 Number Ox;lo?
4 A No, sir.
5 0 In your opinion, M¥Mr. Dixon, where would

6 you place the first well in this area to test the Devonian

7 anonaly?
8 A I believe if the map is correct, that I

o would place it at a legal location in Section 1 with a

€ e .
g; 23 10 second well, possibly, in Section 6.
@fcs
g; §§ 1 Q. --Was Exhibit Number Three prepared by you
~ ki
§§§£ 12 directly or under your direction and supervision?
w A
- L] ;
E:“:’é' 13 A Yes. :
<E3§ o
R RS 14 ‘ ;
- MR. KELLAHIN: We®d move the introduction
15 of Exhibit Number Three.
16 MR. BUELL: I would object to Exhibit Num-
|
17 ber Three introduced. He's testified several times that he i
18 didn't prepare the contours or anything else and that'he's ]
19 just assumed somebody else did something correctly, and he
2 hasn't prepared this exhibit other than to put one yellow 8
21
and one green dot on it.
MR. KELLAKEIN: He preépared that exhibit ;
23 :
based upon the applicant's structure map. 1
= 24
f MR. BUBLYL: Then it's based on hearsay,
2% A ’
I Mr. Examiner.
! l
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MR, STAMETS: The exhibit speaks for itself

2| and it will be admitted.

3 MR. KELLAHIN: I have no further questions

4 of Mr, Dixon.

8 ' CROSS EXAMINATION
71 BY MR. STAMETS:
8 0 Mr. Dixon, one question. ILooking at Ex-

9 h:_[bit Number Three, and looking only at Section 6, does the

0gs.
SEEE 10 yellow dot provide the owners in Section & the greatest ;
oL < f
~ 11 1
g§=§ opportunity to recover most oll under that tract? Or the :
"w -5 l’;l
# X282 12 ) )
;g éz. greater, I should say, you have two locations.
>8 _g'f 13
_(.Es.,s A Greater, perhaps. The hazard with the
2 o
»gs 1" ' '
well in its present location is that if the structure is as
15
: drawn currently on the rap, you're going to leave o0il without
] ‘
s drilling in Section 1.
17
0 Okay, but considering only Section 6, now,
18
I'm not going into Section 1.
19 -
A all right. It certainly enhances the --
the well to move it over to the lease line and guote up-
21
structure.
Q Now does Tenneco have the right to drill
e 3 :
o in Sectiomn 17
g
24 |
} A No, sir.
%
: o Who does have?
4
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A Read and Stevens has the leaschold,
0. And your interest there does not allow you
to drill?
A xNo, sir, not with 12 éercent, or less,
) Well, now you say it does not.. Is it just

the faét that Tenneco chooses not to drill?

A , Let me put it another way. It wouldn't
be feasible for us to drill a well in Section 1, or edonomic
for us.

Qr‘ The acreage that you talked about, the

46.56 acregs, is that an undivided intérest --

A Yes, sir.

Qe -~ in Section 1?
A Yes, sir.

Q. Okay.

MR. STAMETS: Are there other questions

of this witnessg?

MR. BUELL: Yes, sir.

CROSS EXAMINATION
BY MR. .BUELL: |
0 Mr. Dixon, is it not a fact that you could
obtain a well in Section 1 if you felt that that was a good
prospect, by several remedies?

A Such as?
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Q Such as compulsory pooling? If you felt
it was a worthwhile prospect?

A | it;s ﬁoésiblé to do it through compulsory
pooling, ves, sir.

Q In fact, the well drilled at the proposed

location would either prove or disprove the acreage in Sec-

‘tion 1, wouldn't it?

A It probably will,

0. So it's reglly to.your advantage to have
that well thére, as far as that angle is concerned.

A From proving or disproving whether it's
there or not.

Q And whéther Tenneco wants to put money
into this or sit back and ride.

A I think that, siyx, you’re alluding to the
fact that you all requested a dry hole contribution or a
contribution to this well from Tenne§o?

0 I don't know. -

A Viell, you have, aﬁd'company policy is such
that we can't do anything on a development well which is not
drilled on our acreage. That's a fé@t"

e So it's company leicy»that prevents you
from moving =~

A That's correct.

Q You've chainedyourself, really, just by the
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policy.

A Well, we cannot consider wells that are
essentially a development well, although I'll admit this is
wild, but you're developing off a well that's produced a
bunch‘of oil, |

o Uh~huh, and I want to get it in,thé record
one more time that it is your opinion_that the proposed un-
ortheodox location in this application is the oéﬁimum location
to drill on Section 6 for a wildcat well.

A You want to call it a "develocat"?

0 Whatever you want to call it, it is an
optimum location.

A It is an optimal location in Section 6,
yes, sir.

Q And it's preferable to Section -~ to
drilling one in an orthodox locatioi.

A Yes, sir.

Q When you -- how did you draw in those

black lines on this map? Freehand? Just followed the con-

tours?
A No.
(1 What did you use for a control?
A I used the seismic points from his other

rap, which I stated.

Q i Did you take into consideration all the

B T N P
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-~ 1, : .
| seismic points that were contained on the exhibit that was
i
[
2 supplied to you by Read and Stevens?
[
3 A I believe I did.
4 Q Now how much of the drainage do you feel
_5 will be coming -- presuming that the -~- or assuming that the
¢ Commission grants the unorthodox location -- how much drain-
7 age did you say you felt was coming out of Section 1°?
s A If that's the only well in there you may -
o drain the entire portion of Section 1.
of3: 10 .
°§ o 0. And how speculative 1is that?
oL <y
~8 1
gé:; A That's about as speculative as your thinking
Y- 12
;§ il | that you won't drain it.
j‘éég o I don't understand the answer. You're
o=
wis 14
° speculating right now, aren't you?
15
A No.
1
vs o) All right, what do you base that on?
17 i ;
A Well, if the Crier dralned as much as it
18
aidq --
19
Q. And how much did it drain?
20
A It drained, depending on how thick you want
21 ‘ ’
, to make the reservoir, as large as 354 acres or as small as
- .
177 acres.
23 ,
N Q Uh-huh, and it watered out.
= 2 |
i A Yes, sir, eventually it watered out.
i,
k Q. And how much acreage do you think is over
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AN 1 | 1
I in Section 1 that's drainable?
|
2| A Anything inside that first black line is
|
|

3 drainable. We are talking about a water-drive reservoir.

4 0 Uh-huh,
5 A So it is drainable.
¢ Qo And what was the porosity factor you used

7 | looked at our log?

A 81 A 4 percent.
9 Q Hasn't there been previous testimony here
2fs: 10 ‘ '
sg 33 that the log showed 7 percent?
@®& 5
ggfg " A I believe the question was asked was it
"\1 et ex
§§_§§ v 7 percent. I don't believe the witness said that it was
L
De O i
sS£ é.'. ¥ 1 7 percent.
<k 3
wgg 1
Q It was in that area,
15 A If you'd like to look at the logs, we can.
16 Q They're available.
v ‘How much drainage also occurs -~ ‘niight
8 conceivably occur over in Section 1 would depend on the
9 thickness of this anomaly, won't it?
20 A Yes, sir, thickness and porosity and per-
& meability.
Q And do you know how thick it is at the
T various places?
A No, sir.
P .
. Q As I recall, we've got the contours on the
I »
{




top, isn't that correct?

2 A That's correct.

3| Q0 So we don't know how thick it is.

4 A That's right. You can guess, however, that
5 it will be approximately either gomewhere in the order of

6 10 feat, based on the Crier Well, |

7 0 Have you made any‘independeht examination’

8 on your own or on behalf of Tenneco oxr any of Tenneco's

9 staff to verify the information contained on this map that

gggé 10 is, I believe, Tenneco's Exhibit Number Two, is that correct?
§§§§ " | Three? other than to look at the Crier log?
§§§% 12 A Yes, sir.
%215 13
2 E E 3 Q Independent examination by Tenneco, not
aes 14 information supplied to you by Read and Stevens?
18 A Yes, sir.
16 o And what was the‘nature;of that examinationk
b Or investigation?
® A This was done under my direction by Mr.
9 Ken Marco (sic) in March of 1979. He»have a structure map
2 at the time. We also have a recordiof all DST's and dry
2 holes in the Crier Well, production, what other zones pro-
2 duced in the area, what the offset field ig, the San Andres,
2? the Dickinson -- I guess it's an F-69 Fleld -- what those --
z4£ what production was from the area, and that wae based strictl
25

k _
\ on a letter from Read and Stevens. We had none of your data
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B 1; at the time.
i
2 We also have the production in each of the
3 wells,
i 4 _ -' 0 I don't understand. You gathered thét
5» information based upon a letter from Read and Stevens?
6 A Requesting participation in the well.
7 ‘ 0 And did Mr. Marco draw any conclusions?
8 A, Yes, he did,
9 0. And what conclusions did he draw?
§§§_’§' 10 A That the well could easily make 200,000
szz;éi n barrels of.oil, would bz a realistic ultimate recovery from
f) §§§§ 12 the well drilled for the zone. "A well not drilled on Tennecoj
ggég 13 acreage should not gain the righ.t to develop reserves on
@3z . Tenneco acreage."
1 “It's my recommendation that Tenneco not
16 farm out the requested acreage and ménitor the area for
Ry future potential.” |
18 Q And do what?
1 A Monitor the area for potential future
2l arilling.
z Q So it's Tenneco's position that you just
_ = want to sit by and ride --
N, | = MR. XKELLAHIN: Objection. That's a2 mis-
- 2 ? statement of what the witness said.
2% |

J A MR. STAMETS: Sustained.
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o 1, 0 When you drew these contours on this nap,

2y did you make allowances for the 25 feet error that could

3 exist?

4 A No, sir, I used the data as it is.

5 ’ 0. So you didn't make that allowance? J
6 _ A No. Neither did the people that drew the

70 original map make any allowance fox 25 feet.

8 0 I believe the testimony has been heare

9 several times today, unless you dispute it, that Mr. McMillan

gggg 10 says that he considers there to be a 25 foot plus or minus
g‘;'é% n error in his information.
/\ g;gg 12 A, But his contours follow the data as pre-
ggég 1B | gented.
w3 " 0 But he recognizes the possible error; you
15 don't.
16 A No, I didn't say I didn't. I say that therl
17 is possible error and it can be as high as 25 feet. 1I've
18 already testified to that, sir.
1 Q But it is your testimony you think an opti-
20 | mal location for this type of well is the proposed unortho-
2 dox location.
A That is an optimal location in Section 6,
~~~~~ . = yes, sir.
- 24;§ MR. BUELL: I have nothing else.
= f | MR, STAMETS: Mr. Kellahin?
“f
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i
TN 1 E
|
2 REDIRECT EXAMINATION
3 | BY MR. KELLAHIN: o
_ ' |
. 4 ' Q Mr, Dixon, at what location, either- the
. 5 proposed unorthodox location or the standard location 330
- 6 out of the corner, at which location-does Read and Stevens
7 proposed Devonian well pose the greatest damace to Tenneco's
8 correlative rights?
9 A Obviously, 100 feet from the lease line,
< :_
gg I 10 is much worse than 330 feet from the lease line.
o§=ce ’
gg gi n o And what is your recommendation for a
/\; - ; -
§§§§ 12 penalty factor to be assessed against Read and Stevens as
,.:3.:’ 13 , _ '
jg,_g : operator for that well in Section 6%
L 2
wys
i 1 A I recommend that they be penalized to the
15 extent that they be granted an allowable of only 30 percent
16 of their production.
L MR. KELLAHIN: I have nothing further.
18 '
1 RECROSS EXAMINATION
2 BY MR, BUELL:
A Q. If Tennecc wants a 30 --
z MR. BUELL: Did you want a 30 percent
z '
N penalty?
24
i A No, 30 percent allowable.
2
! Q 30 percent allowable?
i
o
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A Yeos, gir,.

2 0 But there axe no other protesters and

3 Tenneco owns, depending on what it works out, somewhere be-

K tween 10 and 12 percent of Section 1, would you want to make

5 an adjustment in that penalty for what Tenneco is being
¢ drained, or allegedly drained, to reflect your actual interesﬂ?‘

E

7 B. I don't think that that would serve the

8 | purpose here.

9 0 You're the only one objecting. Please
asi. '
sg-‘,: 10 | answer the question.
®Lcy
, g; -‘5% n MR. KELLAHIN: He answered your question.
—- ; 3
P |
;Eg; 12 MR. STAMETS: I agree, he answered the
g -
>g3s i h ai
-‘E"E question and he answere t no.
o=
NYe )
o= " MR. BUELL: Okay. I have nothing else.
15 MR. STAMETS: Any other guestions of this

16 witness? He may be excused.

1 Anything further in this case? Mr. Kella-
8 hin?

19 Mr. Buell, did you have anything further
20

you wish to add in this case?
MR. BUELL: Nothing else.

MR. STAMETS: The case will be taken under

advisement.

5 2 OB N

(Hearing concluded.)

i
<
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MR. STANMETS: We'll call next Case 6683,

MR. PADILLA: Application of Read and
Stevens, Inc., for an unorthodox Well location and non—sta;d-
ard cil proration unit, Lea County, New Mexico.

MR. BUELL: Mr. Examiner, I'm Sumner Buell
of tﬁe firm of Jasper and Buell, appearing on behalf of the
applicant.

I will have two witnesses.

MR. STAMETS: Other appearances?

MR. KELLAHIN: Tom Keliahin of Santa Fe,
New Mexico, appearing on behalf of Tenneco, and I have one
witness.

MR. STAMETS: I sthat all the appearances?
I'd like to have all the witnesses stand and be sworn at this

time, please.
(Witnesses sworn,)

COLIN R. McMILLAN
being called as a witness and having been duly sworn upon

his ocath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. BUELL:

0 Would you state yourfname, please?

e




B 1 A Colin R. McMillan,
;
2: 7 0 And, Mr, McMillan, where do you reside?
) 3 A Roswell, New Mexico.
%; o 4 0 What is your occupation, Mr. McMillan?
5 A I'm a consulting geophysicist.
6 0 Mr. McMillan, have you préviously testified

7 before'!'the 0il Conservation Division or one of its examiners

8 and had your qualifications accepted as a matter of record?

O 9 A. No.
gg 3s 10 [0} Would you briefly outline for the Examiner
s
zs o8 M | your educational background?
. ';‘Eg; 12 A, I received a BS in geology from the Uni-
, gﬁég 13 versity of North Carolina in 1957; served in the Engineers
" “§=
@S2 " in the Marine Corps for three years. At that time I went
15 to work for Texaco, Incorporated, in 1960 in their Roswell
16 Division, or Roswell District, located in Midland, Texas,
7 | and moved to -- remained in the Roswell District and moved
18 to New Mexico in 1962, early '62.
9 And in 1964 I left Texaco and became a
20 consulting geophysicist and have done that to date.
21 In addition, i am President of Permian
Exploration Corporation, which is a geophysical exploration
- corporation.
~ .
2 Q. And are you familiar with what is sought
%

in this application, 668372
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A I am,

MR. BUELL: Are the witness' qualifications
acceptable?
MR. STAMETS: They are.

0. (Mr. Buell continuing.) Referring you to
what has been marked for identification as Applicant's Ex-
hibit Number One, would you please explain to the Examiner
what this exhibit shows?

A, This is a seismic interpretation of the
Devonian formation in -- located in north Lea County in
Townships 10 and 11 South, Ranges 36 and 37 East, a portion
of those townships, showing a 50-foot contour interval, and
it's a scale of 1 inch/2000 feet.

0 | And could you identify for the Examiner
the proposed location of the well the Applicant seeks to
drill in this case?

A The applicant wishes to drill a well in
Section 6, 11 South, Range 37 East, in the extreme northwest
corﬁer of that section, 100 feet from the west line and 330
feet from the north line.

0 And how was this location picked?

A Well, the location is based on the seismic
interpretation I did and is a compilation of several sets of
data that I interpreted for my client, Read and Stevens, ox

for Read and Stevens, and others, I should say.




Pege 7
- 1 o And what data did you use to --
i
2 | A, Well, the data specifically in the drill
. 3 site area, I used a seismic line that was done by Dawson
g 4 | Geophysical for Tom Ingram in 1968 and subsequent to that,
& ekaminin_g that data and other data: I ran two seismic lines,‘
6 cbntracting Teledyne EXploration to run two seismic lines,
7 | one noted on the map as LCH No. 1 and the other located --
8 noted on the map as LCH wNo. 2.
* 9 The data shot in 1968 was shot with
g§§§ 10 dynamite as the enérgy source. The data shot in 1978, whkich
g:gé 11 is the Teleéyne data marked LCH 1 and 2, used a vibroséis BERTRAS SR
Py : _< ‘
- ;‘%}E 12 | energy source.
SiF  w , .
;Eﬁi . MR. STAMETS: Mr.'McMJ.llan, I seg Line
“8E ¥} No. 2, LCH Line 2, starting in Section 5. Could you tell me
15 where Line No. 1, LCH fine No. 1 would be?
16 A It starts in Section 7 in the same township.
17 MR. STAMETS: Okay, I see it, yeah.
18 A And it proceeds north through the Gulf
¥ | prior in Section 34, 10, 36.
20 0. Would you explain to the Examiner the
21 difference in reliability of the 1968 seismic work as opposed
Z 1 to that in 19782
\j B A Well, in my épinion, the 1968 daEa’ was
2 shot using a technigque that we don;t usa now, at least we
% Li don't use in this area, which fourfold common depth point

e
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1 | stack.
2 | 0. What does that mean?
3 / A Well, that means that there are four re-

4 | cording points and four energy source points and those four
6 § different points are ad@ed together by use of {:he computer
6 | to have the energy -— have one common depth point as the

7 | source -- as the reflecting point. So we have féur— -~ we

8 | add four different recording points, four diffefent source

9 i points, we add those four together to get one common depth

g%%g 10 | point. MNow that's what we did in 1968, or that's what was
N gséé M | done in 1968 by Dawson Geophysical. |
;‘ééé 12 In 1978 we used twelvefold common depth
; /e '
!_ ;Eé% 3 { point, or as we call it, CDP. We had twelve energy sources
535 : ¥ | and twelve recording points, and those twelve points were
15 | added together to get the one common depth point.
16 " The purpose of a common depth point stacking
17 | is to max_imize 'signal and minimize noise and in my opinion,
8 | the twelvefold does a much better job of maximizing the
19< signal and minimizing the noise than does fourfold.
20 o] Would it be fair to say that the twelvefold
2 method provides more reliable information? |
z A That's my opinion,
;, B 0 And as the »bottém line.
2 A, That is my opinion that the reflection
25

! quality is far superior at the Devonian level on the twelvefol*
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1 than it is on the fourfold.
2 0. Now, based upon your interpretation with

3 the seismic information, did you have an opportunity to cor-

4 relate the seismic interpretation with any existing wells in
5 the area? |

b-' 6 A We tied to a number of wells. We tied to

7 the specifically, the closest well we tied to was the Gulf

8 No. 1 Crier in Section 34, We tied to the Magnolia Dickenson

[ 91 in Section 33. We tied to the Ingram Well located in Section

QESz 10 1 of 11 South, 36 East.
R '
~ g;gi " 0. What -- based upon the contours that have
* §§§§ 12 been interpreted here, what is the degree of accuracy of
gggg 13 these contours based upon the seismic information?
@83 L A Well, the best answer that I can give you
15 is that the geophvsicist likes to think he's plus or minus
16 50 feet; however, with close well ties and with high quality
7 data, it's my opinion, and this is what I conveyed to my
18 client when : recommended drilling the test, that with the
" twelvefold data I am predicting a 25-foot, 25 feet would be--
20 plus or minus, would be és close as yoh could reasonably
7 hope for.
= 0. Why did you recommend this proposed
;:; = drilling location in Section 6, which would be 100 feet
24 from the west line and 330 feet south of the north line?
25

1 A Because based on the best data, and I want
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to emphasis that the twelvefold CPD data, LCH Lines 1 and 2,
is the best data, based on the best data that is the optimum
location.

0. And let me ask you why geologically speakingd
you feel this is the best location. |

A Well, because it's the -- in my opinion,
after examining the data and making the picks on the data and
adjusting the data for velocity variations,rthis ends up to
be the high point.

0. | In other words, this is the best geoclogical
point available.

A It's the best geophysical point and so

0. All right.
A Since this is a geophysical prospect.
0. Referring you to what has been marked as

Exhibit Number Two -- is there anything else you'@d like to
add on Exhibit Number One?

A Not that I can think of.

0. Would you refer to that and explain to the

Examiner what that shows?

A Well, this is a draw cross section and I'd
like to say first, for the record, that this was prepared
by Edward K. David in consultation with me, and it is a well

log cross section going through the Gulf Crier to the pro-
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1 posed location and south to the Tom Ingram No. 1 Grannie in
2 Section 1. I believe that's 11, 36.
3 0. And does that bear out, or tend to corre-
4 late your seismic information?
'-A»:i‘ ' : 5 A, Well, this is the information that we had
6§ to, in order to make the seismic map.
7 0. Mr. McMillén, would you recommend, based
8 upon what information is available to YOu from correlations
8 with other wells in the area, as well as your seismic in- ‘
gg %E 10 formation, would you recommend drilling in Section 1 off- 4
o~ g;éi n setting Seg¢tion 6 to the west? g %
' ggi% 12 A I think that the optimum location is in
gggg 3 Section 6. If you were to drill in Section 1, in my opinion
@33 " your risk is higher.
5 0. Significantly higher?
16 A’ Well, we're talking about having this --
v let me go through the reasoning for this.
18 The high point that I've mapped on the
19 best data has a datum of a -8260. The Gulf Crier Well,
20 which produced something slightly over 155,000 barrels of
A 0il out of the Devonian and then watered out, we would be
34 feet high to that well.
: If we had 2 plus or minus 25 feet limit
2 of error, then we would come into the datum, and let's say
® ; we were on the low side, which I might add that's what all
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1 geologists accuse geophysicists of doing, we were to come in
2| on the low side, we'd be 82 -- that's 85, or 9 feet high to

3 the well, to the well that's watered out.

4 Q. That's the Gulf Crier Well up in Section

6 342
E 8 A Yes, and it certainly runs considerable !
i 7 risk byr -- even 1f you came in at that datum you'd run a

8 considerable risk to it tight, because you'd only be 9 feet

T 8 | above the water,

g%?; 10 Q Whereas, you believe that you were in the
N ;;Eé.g M | vicinity in this area of 34 feet above the water?
: g%;g 12 A Well, I'm saying -- I'm giving the worst
ag
ggég 13 case.
@s3 " 0. Uh-huh.
15 A The worst case is if we missed that 25
16 feet low we're only going to be 9 feet above the water, so
17 when you're dealing with this kind of thing and you recog-
8 | nize the limit of error of the seismic tool, you've got to
19 drill your best location. You can't spend, and it's my
20 opinion that this well will cost in excess of $700,Q000 to
21 drill and equip, you can't spend that kind of money without
drilling the absolute best location,
:, 0. okay .
24 A And I might add that when this project ~-

when I worked on this project, I was very emphatic with my
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client that you've got to drill this location. You've got
to get up close to that line and drill there or don't do it.
0 Okay. Mr. McMillan, is it your opinion
that the granting of the application would prevent waste,
protect correlative rights, and avoid the unnecessary
drilling of high risk oii wells?
A I think the answer is yes,
0. Qere Exhibits One and Two prepared by you
or under your supervision at your direction?
A No, Exhibit Two was prepared in consulta-
tion with Mr. David. His office is across the hall from
me, and who I've worked on a number of projects with.
Exhibit Number One was §repared by me,
0 Okay.
MR. BUELL: I would move the admission of
Applicant's Exhibits Number One and Two. |
MR. STAMETS: Without objection they will
be admitted.
MR. BUELL: I have nothing further of this
witness.
MR. STAMETS: Are there gquestions of the
witness?
MR. KELLAHIN:

Yes, I have some,

MR. STAMETS: Mr. Kellahin.
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1
2 CROSS EXAMINATION
3| BY MR. KELLAKIN:
4 0. Mr. McMillan, did you prepare the Devonian
5 structure map upon which the seismic information has been
6 composed?
: 7 A Well, I picked all of the points, yes.
e 8 0 The structural contours on the Devonian,
9 ) T Oh, yeah, I contoured the map,
o E s- 10 1
<>5§'-"§ 0 You contou;ed the map. That's what I
assy ’
g:g% " | wanted to understand. Mr. David didn't contour this map .
S~ -
P - Rt
o g%_ﬁ; 12 A I don't believe he did. It's been about
ag
> 2 g8 13 R - R .
jgéi a year, but I'm almost positive that I ~-- that I did this.
583 1 A X
This looks like my --
15 0. The information you used, Mr. McMillan,
181 o prepare this exhibit is information compiled up through
17 what period of time?
18 A, Through 12-5-78, I might say that that
19 . . ~ ' s
little dashed line there that goes around Sections 1 and 6 --
20 . .
0. Yes, sir, I'm getting ready to ask you
21
about that line.
A Yeah, that -~ well, that line, I didn't
: put that one on, Okay?
24 ‘ X
0 That's what I'm trying to find out,
.}
, A, All right.

S b i ot W ek B s A 5 TR

T S TITY Oy U T T
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1 0. What is your under»standing of that dashed

2 line? What is that on there to represent?

3 A Well, the assumption is made since the

4 Gulf Crier watered out, that that is the oil/water contact.

5 0. Let me -- let me clarify that. The Gulf

6 Crier Well watered out at some particular depth.

7 A out of the Devonian, the map you're looking

8 at.

8 0. Right, at t;.he Devonian, and that dashed
gg gg 10 line would represent what could be assumed to be the oil/
%;;g 1 water contact contoured in Sections One and Six.

g;g; 12 X I think that's a reasonable assumption,
&g
w3 " Q. But you didn't do that?

15 A No, but I did look at the records of the

18 Gulf Crier and noted that it watered out.

v And, you know, that would be --

18 Q Do you disagree with that dashed line -~

” A bo I disagree?

2 0 -- the way it's outlined there?

3 A oh, I think that's about the way I'd put

it.
0. Okay. ‘What did that Gulf Crier produce

# in its total life from the Devonian, Mr. McMillans

25

; A Let's see if I can give you an exact -~
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let's "see, I believe it's on the cross section -~ 156,548
barrels of o0il, Mr. David added that up but that's about
what my memory of it was. )

0. Did you -- that Gulf Crier Well is on the
cross section, isn't it?

A Yes, uh-~huh.

0. How many feet of net pay in the Devonian
is attributable to the production from the’Gulf Crier Well?

A Let me see, it looks like it's about 14
feet and I think that at one time I looked over those drill
stem tests, and I think it pretty well confirmed that.

0. All right,

A, Well, it would be -- it would be less than

16 feet because they ran a drill stem test over the zone

and they did recover some water, and it -- Mr. bavid has
shown it at about 14 feet, and I -- maybe 13 or something
like that.

0. Okay. What does the porosity show?

A Well, just looking at the log, lboking at

the drill stem test information specifically, you'd have to
assume good porosity. It flowed 138 barrels of oil in 4
hours. That's prétty good porosity.

1] What, 7 percent, is it?

A I cannot calculate porosities. I don't

know, but I can tell you that if you flow 138 barrels in 4
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1 hours it's real good.
|
i
2 0 All right. Have you made any volumetric
3 calculations on the acreage drained by that Gulf Crier Well?
4 A The answer is that I have not. There have i
6 been some made but I have not.
¢ 0 The hatched circle that we've been talking
7 about --
8 A Uh-huh.
9 0. -- in Sections 1 and 6, does that represent
ofs. ) \
sg e 10 the Devonian reserves after the Gulf Crier Well had completed
o pag=y - .
C34 . \ ‘ . .
2::-% " producing from the Devonian? That's what it reflects, isn't
~ o3z} ~
37 I
("3 4 R
>g 1% 13 . -
jg‘é' A Yeah, I think that's the assumption, that -¢
<5‘:§
wso3 14
0. Okay .
1 A That the Gulf Crier has moved the oil/water
16 contact up so that'you can't go in there and drill a well
17 flat to the Gulf Crier and hope to have a commercial pro-
18 . .
ducer, or you're going to have to be awfully lucky if you
19 ‘
do.
20 : R
0. Okay. Now I assume from your testimony
21
that the Dawson seismic information that's platted on -- on
the exhibit, you've ignored that information, have you?
s~ B .
L A Oh, no, I haven't ignored it.
24 ‘
0. That's been included in here.
25
i A The Dawson Line No. 1, which is shot points

N S
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1 140 through I think it's one-seven -- no, we show one-one on
2 | the map, it's included, and certainly is an integral part of

3 | the interpretation, but the Dawson data is, as I explained

o ‘ . 4 | earlier, Mr. Kellahin, is just not the guality of the -- of
6 | the Teledyne data.

e 0. If you'll bear with me, I would like to go

7 | through the LCH Line No. 1 and pick out the shot points.

- 8 A Okay.

¥ 9 Q We start down there with shot point No. 5,
5 o
g % 33 10 is it?
o BT 1 .
z,:ﬁ A Yes, sar.
™ 2 5
'(‘égé 12 0. And then it goes up to the north to No. 10
; ﬂ.' o
- L
Egéi 13 1 and then you get a shot point 15 and then 20 and then 25, and
£ .
®wYs
¢= " 1 then it goes up into Section 34 to be shot point 30, is that
® 1 right?
16 A Uh-huh.
7 0 All right, What is the footage location
18 of shot point 25 from the west and north lines of Section 6,
19 can you tell me that?
20 A I don't have an engineer scale so I can't
21 .
tell you. I can give you a pretty good guess.
0 Can you approximate what that is?
e, 23 . . .
— A Oh, it looks to me like it's about 700 feet
24
i from the west line and about 1000 feet from the north line.
25

» I can give you a better answer if -- that's just an eyeball.
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0. Now going from east to west across the plat
if you pick up the LCH line two, we start at that point, with
shot point 60. We then hit 55, 50, 45, 40, and then there's

a shot point 35.

A Uh-huh.
0 What's the location of that shot point?
A That is about 150 feet from 1he west line

and about 400 feet from the north line. I really need an
engineer's scale again to pin it down. "I would say 450,

probably, if my memory serves me correctly, it's 450.

0. So the -- you said 45072
A, Yes.
0. So the proposed unorthodox location is

going to be some 50 feet closer to the west line than shot
point 35 and some 120 feet farther north than shot point 35.
A Based on the geology I certainly wouldn't

object to 150 feet location and a 450 location.

0 Do you believe that an unorthodox location
at 450 from the north line and 150 from the west line, would
put you in about the same position structurally as -- as the

requested unorthodox location?

A Uh-huh.

0. Where would a standard locatioh in Section
6 put you?

A Well, it would put you =--
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1 ) A standard location would be 330 out of
2 ! the corner.
3 A Well, I guess it would put -- you see,
4 | there's a line 4 that is some other data that -- there is a

5 | point on that line 4 that I don't consider very reliable, and
8 | that data is data that I checked and do not have -- I haven't
7 | been able to recheck, so I'm not putting a lot of faith in

8 ! that data, but I am putting faith in the data that -- the

9 | other data, would look like it would be -- based on my best
€ 9
g%;: 10 | opinion, I'd say it would be 10 feet low to the location
: € ié 1]
Q= that I suggested.
~ O3:s
e #g;i 12 o all right. A standard location, the closest
; ”®”g
5. O Sh
:}Eéi B | standard location would be 10 feet lower than the 100 foot
=3
wnYs
o " location, 100 feet from the west line?
15
A Correct. Correct.
16 0. Okay.
v A And therein lies the problem. If you've
1 got ~- if you're 25 feet low, and I think that -- and I feel
9 strongly that this prospect will tie. I probably in retro-
20 .
spect can give you a better answer, but based on my experience],
21 . . ’
I think that the limit of error is plus or minus 25 feet for
22
this data. If that's the case, then we would be, according
- to the best of my calculations, we'd be 1 foot low to the
24
Gulf Crier if we drilled there.
25

o] At the standard location?
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A, Yes. If you drilled a standard location,
then you'd be 1 foot low if you mistied on the bottom side
of the plus or minus 25 feet,

0 What would be the boundary of the 49-acre
proration unit in Section 6? Do you know what the footage
distances are on each side of that?

A I think Mr. Buéll is going to have to
answer that question.

0. My question is, Mr. McMillan, what portign
of the requested non-standard proration unit is going to be
potentially productive from the Devonian?

A Boy, I'd have to have an engineer's scale

to figure it out.

0 You've not studied --
A, I guess we could draw one.
0. You've not studied that specifically to

determine what portion of this proration unit is productive?
A, No.
0 Okay.
MR. STAMETS: Let me ask a question while
we're right at:-that point. |
Whaﬁ acreage is proposed to be dedicated
to this well? Would it be the west half of the southwest

quarter of Section 6, or what would be the southwest quarter

of Section 6?




1 MR. BUELL: I believe it's Lots 4 and 5 and
J
21 6, I believe,

3 A If this were a standard -- if this were a
4 | standard section, it would be the northwest- northwest.
5 MR. STAMETS: Yeah, ékay, but basically
- 6 what we've got is the south half of a section here, so it
7 would be the 49-acre tract that-is the northwestmost in. the

8 §| partial section.

9 . MR. BUELL: . Corréct. And if it's going
' EEEE 10 to become a rectangular shape, it would have a north/south
2§t
zg ot M| axis.
/'\ 2 M
- § 55 12 MR. NUTTER: Dick, there's a little lot
> 8 .f 13 . 1
jgég up in the extreme northwest corner that's 14.75 acres.
o« x 3
wys
°= u" MR. STAMETS: Uh-huh.
15 MR. NUTTER: And then the lot immediately
% | south of that has 34-something.
7 MR. STAMETS: So there are two lots --
18 MR. NUTTER: And they add up together to
¥ | nmake 49.33.
20 .
MR, STAMETS: Okay.
o 0. (Mr. Kellahin continuing.) Mr. McMillan,
1'd like to show you what I've marked as Tenneco Exhibit
M,— . Number One, and ask you if you can identify that?
N’
24 cy s .
A Yeah, this is a report I did in connection
25

. with this map.
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t MR. KELLAHIN: If the Examiner please, I1'd
2 like to move the introduction of Tenneco Exhibit One into

3 evidence.

¥
L

MR. STAMETS: That will be admitted.

5 0. If you'll turn to the second page of that
2 6 report, Mr. McMillan, you've indicated that shot point 35 had
7 approximately 34 feet of additional structure to the Gulf

8 Crier.

9 A Correct.
oF 2 10 '
sg 3 Q You also go on to recommend that the
R , - ,
-~ gg?g n Devonian test be drililed at a location 450 feet from the
Y -~ sex
e - .
;;35 12 north line and 150 feet from the west line. 1Is that still
> 8 éf 13 . 5
_,E E your testimony?
352 |
- " A That's what I recommended. Mr. David
1 recommended 100 and 330, and I don't think there's enocugh
16 difference, as I testified earlier, so I'd go for 150 and
7 1 4s0.
18 0. Where would a location in Section 1, 330
19 . '
out of the north and east corners of that section, where
20
would that place you on the Devonian structure?
21 )
A Well, you know, if you look at the map, and
2 - \
you consider the Dawson data, you'd say you're going to be
—— 23
— high, but if you consider the Dawson data is of poor quality,
24
and that you need to rely on the LCH data, which I did, and
2%

I think the report -- let me go back to the report, since




Santa Fe, New Moexico 87301

3038Plaza Blancs (§05) 471-3462

CERTIFIED SHORTHAND REPORTER

SALLY WALTON BOYD

10
n
12

13

15

16

17

18

19

2

24

Page 24

you've introduced it, I think I discuss that data quality.
The CP on the Dawson, or the CDP, which is common depth
point, shot by Dawson is considered good at the Abo and Bough
C levels and fair at the Devonian. The data quality of the
GSI, which is that stuff further north, or the data further
north, and the Teledyne data is considered excellent on all
horizons. So I rate the Devonian on the Dawson data as fair
and on the LCH lines, or the Teledyne, which are synonymous,
as excellent at the Devonian horizon.
And that's what you've got to go back to,

is what you think the best data is.

0 But you used that data in drawing the
contour lines for the Devonian structure.

A That's right, but I didn't usé it when I

selected the location.

0 But your structure map shows that the top
of the -- this Devonian anomaly is going to be at a depth
of 8250.

A If‘you believe the Dawson data. If you
believe that the -- if I believed that the Dawson data were

excellent, which I didn't say in the report, I said it was
fair. If you believe the Dawson data were excellent, you
would, but you know, I sat down with that data and looked

over it and sweated over a location, and said that's where

you ought to drill.

o
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0 And after doing so, Mr. McMillan, then you

A, No, no. No, no. I drew the structure map,
I picked the seismic cross section, drew the structure map,
looked at all the data, and séid that's the best spot.

0 At that point you didn't re~draw the
structure lines to show the top of this Devonian anomaly to
be farther into Section 6.

A I honored all the data but you see, in any
kind of seismic interpretafion it's a judgment thing, and
my judgment, based on nineteen years of experience, was that'é
the place you ought to drill.

0. What is the top of the Devonian anomaly
in here? What do you think the depth of that is?

A Well, the way I have it mapped, and as I
pointed out earlier, we're talking about, in my opinion, that
we ought to tie within plus or minus 25 feet, I would say
that it's probably -8260 at shot point 35,

0 What percentage of this Devonian anomaly
is outside of Section 6, or outside of the 49-acre proration
unit?

A I would say it depends on how you approach

the problem. If we're saying that the best data indicates

the high point is at 35, then I guess you'd have to do a
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1 ' If you just take that line that Mr. David's
2 drawn in there, oh, 1'd say about a fourth of it,

3 Q A fourth of it is going to be in Section =~-

4 in the proration unit.
5 A I'd say that's the minimum, but you under-

6 stand that the high point, in my opinion, based on my examin-

7 ation of the geophysical data, is there at shot point 35, so
8 it -- that may not be the exact numbers. I would guess, if

9 anything, it would be more than that, but that's -- I can't.

L T TR

10 | give you a better answer than that.

n Q Based upon your geophysical study of this

606) 4712462

New Mexico 87301

12 area, Mr, McMillan, what is going to be the drainage pattern

13 for the proposed well if drilled at the requested location?

SALLY WALTON BOYD
CERTIFIED SHORTHAND REPORTER

3034Plaza Blanca
Santa ¥e,

A Well, I haven't gualified myself as an

15 engineer, although I do gquite a bit of geological work, so

16 if you'll accept my testimony on that basis, I'll give it to

17

you.
18 0. I'd be interested in what your opinion is.
9 A Well, I think you're going to drain out of
21 6 ana 34 and 1.
2 0. Do you have an estimate of what portion
z of the production from the proposed well is going to come
. z _
out of Section 1?
R
23 . _
A I really don't, and I, you know, it would
25

, depend on what happened in Section 1. I don't think anybody
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can give that answer.

Q. Do you know whether Read and Stevens pro-
poses to drill a well in Scction 1?2

A I don't know.

0 Do you know what the ownership 6f the Sec-
tion 1 and Section 6 are?

A I think that the attorney has that. You
know, and T want to give you the most honest answer that I
can on whether they'1l drill it or not, when I say I don't
know, you've got to see how the well performs. Okay?

& Let me ask you this. Is not Read and
Stevens the majority working interest owner in Section 1?

A I'm not absolutely familiar with all the
numbers. I'd rather the attorney answer that question. He's
got them,

0. Have you recommended to Read and Stevens
that they locate a Devonian test in any portion of Section 1?

A In this kind of prospect you drill your
best location and then you look at it and then you go from
that.

0 What does the proposed Devonian test at
this location, what's that going to cost, do you know?

A I have not seen the AFE but based on other

experience I have in the area, and also on conversations with

Read and Stevens, it's going to cost in excess of $700,0Q0.
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0. And what's the current 0il price that the
operator will realize from this well?

A "It's either $29.50 or $30.00, somewhere in
there, depending on what Congress does to the oil industry.
It could reduce that price significantly.

Q Have you made any calculationsAto determine
what volume of oil production from the Devonian is going to
be necessary in order to pay out this weil?

A, I don't know what all the royalty burdens
are, but I can give you a horseback guess, assuming an 80
percent royalty. You're talking about, oh, probably 30-
or 35,000 barrels. That would be with 80 percent royalty.

0 Ckay. Exhibit Number One introduced by
Tenneco shows that Mr. David has made some reservoir calcu-
lations, some volumetric calculations, and indicates a million
barrels of oil to be recovered from thid Devonian anomaly.

Do you agree or disagree with that estimate?

A Well; I told you that earlier.

MR. BUELL: Mr., Examiner, I'm going to
object finally. We tendered this witness as a gecphysicist
for interpretation. He's been askéd for geology,-reservoir
engineering, economics, and prediction>of the Federai govern-
ment, and I think we're going a little far afield.

MR. KELLAHIN: Mr. McMillan has made cer-

tain conclusions and he's reached the assumption that a pro-
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posed location as requested by the operator is going to be
the best one, and I want to determine the extent of his know-
ledge and upon what he bases those conclusions.

MR. STAMETS: I don't believe that Mr.
McMillan is the source for the million barrel figure and I
don't believe it is apprppriate to cross examine him on that.

0 (Mr, Kellahin cpnﬁinuing.) I don't believe
you've told us where a standard location 330/330 from the
north and east lines of Section 1 would place you on this
Devonian structure.

A, Well, it would place you between the 8260
datum and the 8285, along that line of traverse on LCH No. 2,
assuming that we tied the map.

You see, when‘you make'a seismic interpre-
tation you also, in addition to picking the records, you
make a velocity interpretation, and the velocity interpreta-
tion was just applied to those points that are shown on the
map .

0 Do you have a recommendation to the Examine$
with regards to a penalty factor to be assessed against this
well to offset the‘advantage in location?

A I certainly wouldn't.

Q Do you think it protects the correlative

rights of the working interest owners and the overriding

royalty interest owners in Section 1 to place a well in Sec-

N o

i
|
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a 1 tion 6 100 feet from the section line?
{
2 A Well, let me put it this way. If you were
3 to drill a 330 location from the north and west of Section 1,
»%" 4 and I miss that 25 feet limit of error that I've discussed
5 several times, and you got a dry hole because you were one j

6 foot low to the Gulf Crier, then nobody is going to benefit 1

7 and there will never be any other drilling in that vicinity.
8 Just based on my experience in the exploration business, I

o would say that you got the best chance to find the oil by

T

z e, ) caqs . : .y
g%;g 0 4 drilling it. That's the -~ that's the spot that I said is
-] E. . |
; - gg‘:‘% n the best. So therefore, if you don't drill there, I don't ‘
T = '1
§§§§ 12 think you ought to drill anywhere,
Re :
> O gk .
jgég 1 So I don't -- E
«x 3 3
N o -
g 4 0 The closest standard location would be 330
1 from the north and west lines of Section 6, and you're tellin#
16 me that a standard location runs a substantial risk of en-~
17 .
countering water.
18 A, I'm saying that your odds are increased by
19 getting 10 feet higher.
20 .
0 A portion, then, of the proposed non-standayd
21 ) . . c .
proration unit is not going to be productive in the Devonian.
22 .
A, Go over that one again, please.
P~ 23 .
s MR, BUELL: I don't understand it.
f 24 .
: 0 You're concerned about the oil/water con-
; 2% . .
i tact in Section 6.
i
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A, Yeah.

0. You've not scaled out}where the 49-acre
non-standard proration unit-is, and I'm trying to find out
where you anticipate that oil/water contact to cut through
the non-standard prorationﬁﬁnit.

My point is, T want to know how many non-
productive acres you're going to dedicate to this well. '’

A, Weil, I;ll just have to scale it off.

I can give this statement; that most of it, certainly, most
of the northwest portioﬁ of 6 that would -- is this 49-acre
proration unit that we're talking about, would be above the
oil/water contact if_the map tied the way I've got it mapped.

MR. STAMETS: While we're on this point,“
with your 25-fogt variation, it could easily all be producfiva,
right?

A That's right. If you were 25 feet higher

than the map, then certainly quite a bit more of 6 would be

productive.

MR. STAMETS: Do you feel 1like it woﬁld be
possible to say with any degree of certainty that any part
of the proposed proration unit was not productive?

A Not with an absolute degree of certainty.
If that's” the question, the answer is no.
MR, STAMETS: Okay, thank you.

0 (Mr. Kellahin continuing.} Mr., McMillan, I
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have one last question.

How else are the owners in Section 1 going
to be able to compensate for the location requested by Read
and Stevens except to do -- except fo drili a Devonian test
100 feet from the east line and 330 from the north line in
Section i?

A Well, I -- I would say this. I guess they
would have to wait till the well was down before they could
make thét decision about how they could best protect their --
or get their oil out.

0 Yep. If the well does produce from the
Devonian and confirms your opinion that there is Devonian
production, as indicated on your plat, then how are those
interest owners going to protect themselves, unless the Com-.
mission penalizes the production of the Read and Stevens wellj
Or an offset well is drilled at a similar location?

A Well, again, I think I'd almost have to be
a petroleum engineer to answer that question for you, and
I'd also have to wait until the well was down and evaluate
the well, and then I think any decision I would make on that
would be after consultation, after examination of the logs—
and structural position and the seismic, and all the data we
got, and after I -- after I did that and sat down with the

engineer, then I would decide where to drill, or whether or

not to drill.

2
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Page
a 1 | MR. KELLANIN: T have nothing further.
2
3 ‘ CROSS LEXAMINATION
4 | BY MR. STAMETS:
5 o Mr. McMillan, in response to one of Mr.

€ | Kellahin's questions I believe you said that with a well at
7 the proposed location, and even at your al£ernate location,
8 | there would be drainage into Section 6 from Section 1 and

9 | probably Section 347

ass. ]
sg.‘,; 10 A Well, I'm not a petroleum engineer and I
@§ e
gggg 1 | don't want to mislead the Commission, but I think that the
Y 3 s2
- -
- ;§_§§ 12 answer to that is obvious on its face, and it's yes.
Yo% . : .
jgii 0 Okay. Now, Mr. McMillan, in the absence
<=2 :
Ny e

" of good information as to productive acreage, the Division
s very often restricts the production or the allowable on wells
16 that have crowded the line, so to speak, by utilizing a for-

" mula that assigns an alliowable based on kind of a three-phased

8 approach. In one instance they calculate the amount of drain-
1 age, additional drainage outside the proration unit resulting
2 from moving the location over. This is jusj: simply done by
7 drawing, in this case, the 40-—a§re circle on the map and
z then drawing another 40-acre circle, seeing the additional

T = drainage. And then just a simple numerical calculation how
2 much closer the well is to the line. Thus, if a well in
2%

this case, you're not going to be any closer to a line than
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k ! you're allowed on the north-south line, so there is no
!
2 penalty there. You're, let's say you were halfway to the ling
3 on the west side, that would be 50 percent factor there,
4 and just for the heck of it, let's say you drain another 10 |
s acres outside your proration unit, that would be a 25 perceﬁt i
6 _
penalty there. i
7 You add those three up and divide by 3 and |
b 81 come up with an allowable factor which would be somewhere
® | between 50 percent and 25 percent in this case.
EEEE: 10 .
Qe Do you know of a -- can you think of a
By se
d> 1
. gggi better formula for penalizing production?
\ - x ¥
ot 12 . . .
o ;géé A Mr, Examiner, I'm just not really familiar
=1 F ALY I :
o _;g_g with it, honestly not, and I don't know --
' S8 " . ,
0 Do you have anything better to offer than
15
that, let's say.
16
A No, I don't,
17
0 Okay. -
18 . .
MR. STAMETS: Are there any other questions
19
of this witness? He may be excused.
20
Do you have anything further, Mr. Buell?
21 ' '
MR. BUELL: I have one other witness.
2 o
Call Mr. Richard Gifhorn. 3
.’m\ n ;
\./"
24
-]
|




1 RICHARD GIFHORN
2 being called as a witness and having been duly sworn upon
3 his oath, testified as follows, to~wit:

4

5 DIRECT EXAMINATION

6 BY MR. BUELL:

7 0. Would you please state your name, sir?

8 A Richard Gifhorn.
9 Q : Mr. Gifhorn, by whom are you employed,
- Y- . .
>§;: 10 where and in what capacity?
=221
0w .
z'.,‘:% n A Eastman Whipstock. I'm a Marketing Repre-
2 o3 ,
§§§§ 12 sentative in Midland, Texas.
>-=n'f 13 . . P
jgég 0. And you have not previously testified
e
ws . . .
@ L hefore the Commission --
1’ A. No --
16 0. -—- or one of its examiners.
17 A -- I have not.
18 0 Would you explain to the Examiner some of
19 your educational/work background?
20 A Okay, I have 96 semester hours in marketing
21 from Stephen F. Austin State University. I have 80 hours

of directional drilling classroom training from Eastman

B Woodstock in Houston, I have 40 hours of directional survey
24 . . : .
training from Eastman Whipstock in Houston, Texas, and I've

been emploved by Eastman Whipstock for two years. I'm in
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1 a supervisory capacity over approximately eight directional
2 drillers and three surveyors and supervise their work and
3 also review their work.

4 ’ 0 Have you proposed a recommended procedure

5 for the proposed well that's the subject matter of this
6 | hearing?
7 A Yes, sir. I was contacted by Charles Read

8 approximately --

9 0. Just a minute.
0E3z: 10
s?;; A Is that proposed procedure marked as
mLSe
g:g% n Applicant's Exhibit Number Three?
~ ; EE 12 A Yes, sir.
m g
S : E 13 . .
jssi 0. Okay, go ahead and explain to the Examiner
A5 1"
what that shows,
15 A Okay. I was contacted by Mr. Read appro-
16 ximately a month ago and he told me what his situation was
17 in reference to this well, and he gave me a number of offset
18 wells for me to try to obtain their deviation records and
19 from that see what kind of problems they would encounter.
20 Unfortunately I was only able to come up with one deviation
2 record and that was on the Tom Ingram Well. I ran that
through our computers and from that I've come up with this
”ﬁ proéedure..
~—’

According to the Ingram deviation records

& ® 8 N

they had an accumulated displacement of 218 feet. That's
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1 assuming if all the angle they had in the hole was going

the same direction they would have 218 feet of total accumu-

3 lative displacement.
4y Looking at the drilling procedure of Read
5 and Stevens, I recommend;d that they drill down to 4200
6 feet, just taking their normal drift indication shots. At
7 any time if their direct indication shot shouldﬁshow a sub-
8 stantial increa#e over —-- over the Ingram well or their
9 cumulaﬁive displacement should become more than 100 feet,
gi 10 we wéuld have to run a multi-shot survey.
;é 1" y If not, we would run a gyroscopic multi-
=3
:

12 shot survey at 4200 feet, a casing point,

13 Okay. Then I would recommend that they

SALLY WALTON BOYD
CERTIFIED SHORTHAND REPORTER

Santa Fe,

3930Plaza Bnca

g go back with a regular drilling assembly, packed hole assem-
15 bly, and drill down to approximately 9000 feet with a ncn-
16 mag drill collar, again taking just their fegﬁlar drift
17 indication shots where we can calculate an accumulated dis-
18 placement towards the lease line, and at that point we'd
19 run another multi-shot survey at 9000, roughly 9000 feet,
20 and determine exactly where the bottom hole location was,
21 tying it back into the survey at 4200 feet.

If they didn't encounter any problems of
lease line, just go ahead and drill the %D monitoring the
24 well wifh non-nag drill collar and an R single shot instrumeng

for direction. At that point, when they did reach total
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1| depth, we would run another non-mag multi-shot survey back
2 to tie into the survey at 9000 feet and submit it to the

3 0il and Gas Commission.

4 0. Do you believe that»this program would

5 adequately protect and identify the total depth location of

6 this well as keeping it on the east side of the lease line?
7 A Yes, sir, according to the New Mexico 0il
8 and Gas Commission, these surveys have to be taken at least
9 100-foot ‘interval, no more than 100-foot interval, and at
gggg 10 that interval you can take surveys every foot but we've found
g;ég L over the years that taking them every 100 feet, that this
? g;g; 12 will give you a true and accurate picture of where your
ag
ggég 13 bottom hole location is.
€3
5z 14 If at some time they should encounter the
15 lease line we could go in with a downhole motox and a uent
16 sub and turn it away from the lease line, get it back to an
K approximate location under their original drilling site.
18 0. Mr. Gifhorn, was Exhibit Three prepared
18 by you or under your supervision?
20 A Yes, éir, it was prepared by me.
A MR. BUELL: I would move the admission of
Z i Exhibit Number Three.
= MR. STAMETS: Exhibit Number Three will be
~
21 aamitted.
.
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— 1
2|
CROSS EXAMINATION
3 BY MR. STAMETS:
4 0. Mr. Gifhorn, is the sole purpose of your
5 proposal here to make sure that the well bottoms under the
8 surface location or just on the lease?
7 A OCkay. No, when I was talking with Charles
8 Read I asked him about this, because he wasn't ciear on it
9 and I wasn't clear on it. When we were talking originally '
§§§§ 10 I discussed with him exactly where he wanted his bottom hole
— §§§§ n location at total depth, and‘he said within a given target ]
- §§§§ 12 area of 50 feet around this proposed wellbore. ;
ggég 13 Now, he talked at that time that, you know, i
®83 " they might go across the lease line and then have to kick » 1
1 it back across the lease line back into this section. ,
16 I told him at that time I did not know
v the 0il and Gas Cémmission's, you know, feelings on that
® matter, but I know how it is in Texas. They don't particu-
b larly like it. They don't like to cross a lease line and
» then come back. They want you on the lease at all times.
21 Now what the New Mexico 0il and Gas Commission's feelings
2 are, I don't know.
;, = | So, but we can -- we can monitor the well
24 to make sure at no time that it crosses the lease line.
= i This -- this will present no undue stress to the operator or
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“uncontrolled well, and you have, like this Tom Ingram Well,
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to our company.
MR. KELLAHIN: May you ask a question?

MR. STAMETS: You certainly may.

CROSS EXAMIMATION
BY MR. KELLAHIN: ;
0. What is the radius of tolerance for hitting
that bottom hole location? You said 50 foot?
A Well, I would assume that they under

normal drilling conditions, if'you're drilling a well, an

you have 211 feet of total or cumulative displacement,
roughly. I would assume that you would probably be within
25 feet of your surface location at that point, at your
bottom hole location, because at that low an angle, basically]
you're creating a spiral, you're spiraling down.

1} So we have a 25 foot radius of tolerance
from the surface location?

A Well, like I said, it's hard to say. It
could be as little as 2 feet, because you're going down in
a spiral, but I would say that at this depth, 12,500 feet,
that with no directional drilling methods at all, you will
fall within a 50-foot radius of the surface location; that
the maximum you'll be displaced is 50 feet in any direction.

0 So it's possible that using a surface
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1 location of 100 feet from the west line and 330 from the
2 north line in Section 6 --
3 A Uh-huh,
4 Q. -- that the bottom of this well would be
5 50 feet from the section line between Section 1 and Section
o s. @
. i

7 A That's possible, but it also could be in ‘
8 the other direction, also. A lot of it depends on structure, i
9 if there’s any structure problems, dip, things of this

gggg 10 matter. I've seen wells that -- two adjacent wells, cne

§§§§ n went northwest and one went southwest. It's hard to say.

gggg 12 You just can't say for sure which way. It might -- it very

R g

;gsg 13 possibly could go towards the lease line., That's why we

555 b were contacted. If it does go towards the .lease line they
15 want to turn it back away from the lease line.
16 0. To insure that you avoid the lease line,
17 wouldn't it be more prudent to drill at a standard locationy
18 330 from the north and west lines?
9 MR. BUELL: Mr. Examiner, I'm going to
20 object again. This witness wasn't offered for this type of
21 testimony. He was offered to present a drilling pregram.
2z MR. KELLAHIN: This witness has told me
= where he's going to bottom this» well. I want to find out
24 if he starts at a different sui’féce location if he can keep
» ; from draining our acreage.
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i 1 MR. STAMETS: Let's -- let's ask this
2 | question. If you were asked to, could you bottom this well
3 within two feet of the surface location?
4 A I could bottom it within six inches.
5 MR. STAMETS: Okay, that answers ---
6 MR.A KELLAHIN: Can we have that in the
7 order? |
8 MR. STAMETS: That answers your question, |
9 I believe, Mr. Kellahin. ;
gggé 10 A If I could just say one other thing for 1
ggég n the Commission's -- when Mr. Read first contacted me, he
3 ;&-'Sgg 12 contacted me about drilling this as a directional hole and
& g ,
;éég 13 with the surface location of, I believe, 330, standard loca-
ﬁgg 14 tion, but bottoming out at this 330 from the north and 100
15 foot from the west line. And I told him at that time that
16 yes, we could do that, but the cost of doing that is much
17 greater than if we went in and monitored the well and even -
8 if we had to turn the well back from the lease line, it
19 would still bé cheaper than controlling it as a directional
20 hole.
z MR. STAMETS: Any other questions for this
z witness? He may be excused.
™ B Do you have anything further on direct,
R
24 Sumner?
% i MR. BUELL: We might have one other witness
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I doubt it, but if we do it will be a short one.

MR. STAMETS: We'll take about a fifteen

minute recess.

(Thereupon a recess was

taken.)

MR, STAMETS: The hearing will please come
to order.

Mr. Kellahin, do you have some direét
testimony you would like to put on?

MR. KELLAHIN: I'd like to move at:this
point—to dismiss the Applicant's application in this case.
It's my opinion and argument that Mr. Buell has failed to
prove a prima facie case with three points in mind.

One, there has been no testimony that Read
and Stevens is going to be the opérator ofithis well.

He's not, second of all, provided us testi-
mony to show what the ownership of the non-standard proration
unit is going to be.

And thirdly, he's failed to establish that
the proposed unorthodox locatiocn is the preferred location.
Mr. McMillan's testimony was that a location 450 feet from
the north line and 150 feet from the west line was a com-

parable location, and that is confirmed by his report to
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i Read and Stevens in December of '73, and for those three
2 ' reasons we move that the application be dismissed.
|
3 MR. BUELL: If the Examiner please, I of

4 course will oppose the motion by Mr, Kellahin.

5 Starting with his last point first, that

6 | we have not proven that the 330/100 foot location is the

7 preferred location. I think Mr. McMillan has said several
8 times that it was; that based upon his interpretation of the

9 geophysical data that was the best place to drill this

= 3, . .
gg.;: 10 | wildcat well under the circumstances.
gcs ,
QDus : '
z::% " As far as the ownership question is con-
~ O%%:
H DEs 12 . .
- ;555 cerned, it is contained in the application. The allegation
0wy
> o gk . o
j‘é's' I is there. It has not been controverted by any response from
HE
o= “ Tenneco.
® And finally, as to the ownership, I believe
16 that is also contained in the exhibits to the application,
7 showing various offset owners and owners of interest, and
18 I believe that is on file with the Commission, and I would
19 ask the Commission and the Examiner to take administrative
2 notice that those matters are contained in this file.
21 MR. STAMETS: The motion is denied.
MR. KELLAHIN: I'd call Mr. Bill Dixon.
L — n
‘\../';
24 -
% WILLIAM H. DIXON
25

i being called as a witness and having been duly sworn upon
i
d
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his oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:

0. Mr. Dixon, would you please state your name
by whom you're employed, and in what capacity?

A William H. Dixon and I am employed by
Tenneco 0il Company in San Antonio, Texas, as the Division
Geologic Eﬁgineerf

0. Mr. Dixon, have you previously tesfified
before the 0il Conservation Division?

A No, I have not,

0. ' Would you state for the Examiner when and
where’jou obtained your degree?

A I obtained a Bachelor of Science in
geology from the University of Michigan iﬁ 1958 and a Master
of Science in geology from the University of Michigan in
195¢9.

0. Subsequent to graduation where have you
been employed and in what capacity?

A I've worked for Marathon 0il Company for
approximately eleven years in the Research Divisioh in
Littleton, Colorado, doing production geology, exploration

geology, production development, production engineering,

and~havé been five years with Tenneco in their Mid-Continent
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Division, and also in Midland, and currently in San Antonio.
0. Does the area of responsibility in the San

Antonio office of Tenneco include the subject matter of this

application?
A, Yes, it does.
0 Mr. Dixon, have you made a study of and are

you familiar with the engineering and geological facts sur-
rounding this particular application?

A Yes, I have.

MR. KELLAHIN: We tender Mr, Dixon as an
expert witness.

MR. STAMETS: The witness is considered
quaiified.

0 (Mr. Kellahin continuing.) Mr. Dixon,
would you commence by tellingcgs/wﬁai; ifrany,rintéteSt
Tenneco Oil Company has in Section 1?

A . Tenneco 0il has 46.56 mineral acres in
Section 1, which are unleased.

0. What portion of Section 1 -- I'm sorry.
How many acres are contained in all of Section 1?

A I believe about 388.

0 So what percentage of interest in Section
1 does Tenneco -have?

A. I haven't calculated it but it would be

approximately an eighth.

Rt - wa) Tt

e R b s

Prs
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3 - 1 1 Q Approximately twelve, twelve and a half
2 j percent?
3 A A little less than tha‘t;”prrobably ten.
4 0. Do you know who the other working interest
) 5 owners are in Section 1?
¢ A Yes. I believe those were submitted with
7 the application to the Commission, also. -
8 0. Apart from Tenneco's twelve, twelve and ,
9 a half percent interest in Section 1, which operator con-
gggs 10 trols the balance of that section?
;Egs n MR. BUELL: I believe that the witness
SEE-1 I | \,
;;,5% testified it was something less than ten percent that they
ggég 13 owned.
“83 s MR. KELLAHIN: He said they had an eighth.
’ MR, BUELL:. I thought he said it was less
16 than that.
7 A It may be somewhat less than an eighth. -
18 It's 388 acres. I haven't calculated it out but we have
19 46, almost 47 acres, out of that.
20 Q Apart from Tenneco's interest in Section 1
21 what other operator controls the balance of that section?
z A I believe that it's Read and Stevens.
- = 0. Does Tenneco have any interest in Section
e L 6?
» S A No, sir.
i '

e ot . oot e 2 e st e
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LI 0} I show you what I've marked as Tenneco

2! Exhibit Number Two and ask you if you can identify that?

3 A Yes. .This is the material that was sent
4 to Mr. Struthers, Production Manager for Tenneco in San
5 Antonio, the reports by Mr. David and a geophysical report
6 by Mr. McMillan was also submitted. The'y‘wére interested at
7 this particular time in obtaining support for their test in
8 Section 6.
9 0. Have you made a study of the information

gggé 10 presented to you by Read and Stevens in Exhibit Number Two?

_ §E§§ n A Yes.
: ;‘E'g! 12 MR. KELLAHIN: If the Examiner please

EX L) ’

;gég 1 we'd move the introduction of Tenneco Exhibit Two.

e

@83 “" MR. BUELL: I would object to the intro-
15 duction. There's been no indication that this man has pre-
16 pared this document, other than the fact that he's reviewed
17 it, and I don't think that he is qualified to testify as to
18 its accuracy, credibility, or any other matters until he's
1 personally participated in its prepa‘ration or the supervisior#
20 of its preparétic’m.
A MR. KELLAHIN: If the Examiner please, Mr.
2 Buell misunderstands the rules of evidence. We are intro—

; B ducing this as an admission by the applicant of how they

# a evaluated this particular prospect., It's certainly not our
% i; testimony. It comes from the files of Read and Stevens, and

S Rt L A R e T e e 8 g,
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as an admission by the applicant, it certainly is admissable.

MR. BUELL: Mr. Examiner --

MR, STAMETS: Let me ask Mr. Kellahin one
question.
Wére these copies of_records from Tenneco's
files?

MR. KELLAHIN: Copies of records from
Tenneco's files that had been given to them by Read and
Stevens in correspondence,

MR. STAMETS: Mr. Buell?

'MR. BUELL: I believe that I perhaps mis-

' understand the rules of evidence, but I don't feel alone on

that path in this circumstance.

I believe that this is being offered by
way of impeachment and if Mr, Kellahin wishes to impeach
one of the applicants' witnesses, the material should have
been presented to the applicants' witness, not independent
of his own witness.

I don't believe it's proper impeachment
material at all under these circumstances.

MR, STAMETS: Where are you going with thig
information, Mr. Kellahin?

MR. KELLA&IN: I'm going to demonstrate to
you that their own geoclogist has made some calculations of

the reserves involved, the volumetric calculations and the
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11 information used to make those calculations, the structure
H
2 maps and geology that Read and Stevens used and tendered to
3 Tenneco in order to try to persuade Tenneco that they ought
4 to join or to waive any protest of this particular well.
5 MR. STAMETS: And Mr. Dixon will be simply
. ‘ , 81 testifying as to Tenneco's position in evaluation of the
7 material which was furnished to them?
8 MR. KELLAHIN: That's right.
9 7 MR. STAMETS: By Read and Stevens. -
ages.
sg;; 10 MR. KELLAHIN: That's right.
oSy
zgzg M MR. STAMETS: We will allow that.
~ Q%:s
; -~ 3 . . . ’ .
- <§§§ 12 0. (Mr. Kellahin continuing.) Now, Mr. Dixon,
; ] ﬂ‘r
e O
- :ggéi; 13 would you please refer to what I've marked as Tenneco Exhibit
o x 3
w3 4
! Number Three and identify that exhibit for us?
* A This exhibit is strictly a blowup of Read
16 and Stevens structure map.
1 .
7 0. I'm sorry, I can't hear you, Mr. Dixon.
i 18 _
" A It's a blowup or an enlargement of Read
19
and Stevens structure map so that we could perhaps see a
20 .
little better what is happening in this area.
21 v
0. What structure map did you blow up?
A This is the Devonian structure map which
o 23 : . . .
’ ;). was contoured. We did not add the geophysics on here; it
. | |
24 : : . R . !
i cluttered it up, but we did contour from the geophysics in |
2% & ,
é these ten foot contours.

L TN
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1 | 0. What portion or what pages from Tenneco's
|
2 Exhibit Number Two were used to make Exhibit Number Three?
3 A It would be the third page.
‘ 4 0. What, if any, other information have vou
5 added to that exhibit, to Exhibit Number Three? _.
8 A Simply put in ten foot contours, which are 1
7 the black lines rather than the blue lines, .the small black
8 lines. Also added the legal 330/330 location and the ex-
9 cepted location.
(=] € =-a 10 . 3
sg;: 0. Are there any other Devonian wells in
af 5=
z 2 E% " this area?
~ ggfi .
;gi; 12 A Yes. The Gulf Crier, I believe, as stated
> g & 13 . .
jgsi previously, it produced over 166,000 barrels.
‘ <« 3
; " 0 What's the current status of that well?
15 .
A It's plugged.
16 0. Have you examined the volumetric calcula-
17 tions that Mr. David used in Tenneco Exhibit Number Two?
18 A, Yes.
19 Q. Do you agree or disagree with the wvolu-
20 . .
metric calculations used by Mr, David?
21
A Assuming that the map is correct, I would
22 .
; have to agree, and that may be a conservative number rather
P than an optimistic number.
FNaw”
; : 24 | .
i 0. ‘ Based upon your study, Mr. Dixon, do you
% | . .
[ have an opinion as to the amount of o0il remaining that can

TP At o et
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be produced from this Devonian anomaly?

A We would estimate that the well -- a well
drilled here could make as much as 200,000 barrels.

Q. At which location?

A Wéil, at a location, hopefully, in Section
1 would be a better locatién than in Section 6, if the map

is correct,

0 You misunderstandrme. The 200,000 barrels
of oil --

A Right.

o -- is the pntential production from a well

at what location?

A I still am misunderstanding. °

0. All right,; let me ask you this. Do you
have an opinion with regards to the producable reserves from
the Devonian formation from a well to be drilled by the
operator at the proposed unorthodox location?

A It could be as high as 200,600 barrels.

0 Do you know or have you been informed by
Read and Stevens what the anticipated cost of this ﬁevonian
test will be?

A I don't believe so.

MR. STAMETS: I'm getting a little con-

fused here. Let's go back to the reserves calculations done

by Mr. David. He indicated on this that there might be 1.168
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million barrels of oil remaining to be recovered from the
crest of the Devonian séismic clésuréy and you indicated -
that you felt there might even be more than that.

A, Yes, sir, there may be.

MR. STAMETS: Okay, and the proposed un-
orthodox location is pretty near the crest of this -Devonian
seismic closure, and yet youAsay that well will only get
200,000 barrels.

A That's assuming it won't drain the entire
structure.

MR. STAMETS: Okay. All right, and --

A, It could make a million barrels.

MR. STAMETS: -~ on what basis do you make

the assumption that it would not drain the entire structure?
AA Well, if the structure is as mapped, you
would drill more than one well in the structure.

MR. STAMETS: And Mr. David did not make
any calculations as to how many wells might be required on
the crest.

A No, sir.

MR, STAMETS: However, there's not room
for very many wells on the crest. How many do you feel
could be drilled there?

A, Two.

MR. STAMETS: And this well is only going
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te get 200,000 --
A’ It may.
MR, STAMETS: -~- and yet you expect fo see
more than a million recovered from the crest.
A I should have said at least 200,000.
MR. STAMETS: Okay, very good.
A Okay.
1} (Mr. Kellahin continuing.) Do you have
an opinion, Mr. Dixon, as to the direction of drainage of
the 0il to be produced by the proposed well at that location?
A Well, I would have to agree with the pre-
vious witness that the drainage will be from Section 1 as
well as 6 and 34,
0. '~ What if any effects will the proposed
location have upon Tenneco's correlative rights?
A It certainly will drain ﬁs.
MR. BUELL: I'm sorry, I didn't hear the
answer.
A It certainly will drain us.
MR. BUELL: Thank you, Mr. Digon..
0. Do you have an opinion as to how Tenneco's
interests and correlative rights can be protected?
) N We would suggest either-a legal location

or a veally severe penalty for drilling that close to the

lease line.

e a AT o e ABRE AR A - IARL s o
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i
P
L 0. If the Commission approves the requested
i
2 location, do you have a recommendation as to what the penalty
3 factor might be?
4 A Well, assuming that the well -- let's make
5 a couple of assump;tions.
8 Let's assume that the map is correct and
. 7 the well is high on the structure. If no other well is
8 drilled, it could drain the entire structure. I think we
E 9 will agree with the drainage. Therefore, if you'll nctice
3 ' o :
4 0 (- 4 ., . . .
sg;; 10 on the map, the ocutside black contour is essentially the
®8ce
5%2% 1 oil/water contact. If we assume that the map is correct,
N - 5 ox )

o - .

;ggé 12 then I would suggest that approximately 20 to 30 percent of
jgéi the reservoir is in Section 6 and the remainder is in Sectior+§
<3 ’
nYe

o= u 1-and 34, and that the well should be penalized to that ex-
1 tent.
16 0. Do YOu have a specific percentage recom-
17 mendation with regards to a penalty factor based upon those
18 assumptions?
19 A, Well, I haven't planimetered the map to
find out what the ratios are, but by eyeball, I would say
21 , . .
they might have as much as 30 perdent of the reservoir and
22
therefore they should be allowed a 30 percent of their pro-
, 2 .
MR duction.
S’ 24 ! v
i 0. Have you made a study of the production
% ! . |
| and the logs on the Gulf Crier Well in Section 342
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A Yes, I have.

e am

0. Have you examined the cross section intro-

3 ] dQuced by the applicant in this case?

4 A Yes, sir, I have,

8 ) And what, if any, volumetric calculations

8 have you made with regards to the Gulf Crier Well? %
7 A The Gulf Crier Well is rather difficult to ﬁ
8 get porosity on. The log porosity is essentially zero. As i
9 a matter of fact, you probably wouldn't normally complete

10 in the Devonian had they not hit the top of the Devonian

ofs=-
1k v
gggg L with DST. If you assume a porosity of 4 percent and a water
/:\' g%g; 12 saturation of 30 percent, bottom hole temperature 168 degreeéu,
Eégg 13 and a pressure of 6144, élso use a formation‘ volume faqtor
35'5 " of 1.3, which would give you a 500 GOR, the oil in place
15 would be approximately 167 stock tank barrels per acre foot.
16 The drainage area of the Crier No. 1 would be 3190 feet --
17 90 acre feet, I'm sorry.
8 MR. STAMETS: How many feet?
19 A 3,190 acre feet. If we assume an average
20 thickness of 9 feet, then the drainage area would have been
7 354 acres.
2z If you assume that it was 18 feet, you
- z would have drained 177 acres.
o ,
24 i 0. Based upon that information and those cal-
25«? culations,. Mr. Dixon, do you have an opinion as to whether

T Nt AN it ke e
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Page
or not Read and Stevens could drill at‘a standard location
in Section 6, 330 feet from the north and west lines, and

obtain an economic well?

A, I believe they could. Again, I have to go

“back “to the maps that we're supplied and say that if you con-

tour in the 10-foot contours, ybu may have as ﬁuch as 35
feet at a standard location as shown4by the green dot and
the contours., |

0 35 feet of what?

A, Above the oil/water contact, assuming that
that oil/water contact is currently at the top of the Crier
No. 1 perforations.

0. What, if any, other factors have you used
to reach your concluéion that a well could be drilled at a
standard location in Section 67

A I'm sorry, I didn't hear you,

0. What, if any, other féctors have you used
to determine your opinion that a well could be drilled at a
standard location in Section 6 and stili be -~

A I'm afraid I don't.unaerstand the question,
Mr. Kellahin,. | }

Q All right, let me askiybu this.

Would you tell me what factors you have
used to reach your conélusion that a weil at a standard loca-~

tion in Section 6, 330 out of the corner, would still be an
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,i
!\ economic Devonian well?
|
2 A Well, I'm assuming that the map is correct.
3 Q. All right.
- 4 A ~ And he has already testified that the map
5 could be off as much as .25 feet. It could be plus or minus, i
o ’ i
by the way. i
7 0. Let me ask you this. Do you concur in Mr.
8 McMillan's opinion that there is a variable of 25 feet
9 plus or minus? i
og-s. . '
sg;s 10 A Yes, I have to: however, I'd also like to i
: o$ %
: . gégg n state, and I'm not a geophysicist, although we work with ‘
o~ 232 s
L -4 8 . R . H
i e <§_§§ 12 them all the time, that with a well as close as the Crier g
. ; ag i
! >» o an . . . .
8 :“Eéé 13 No. 1 is, I would feel a lot better about my geophvsical ;
<es .
wis . . .
o data than I would if I was, say, four miles away from the
15 tie well.
16 0. Do you have an opinion as to where ‘you §
7 estimate the oil/water contact to be in Sections 1, 6, and
18 342 ;z
1 !
9 A You have to assume that the structure is g
20 . . . 8
as mapped and assume that the oil/water is the same as it 9
21 - :
would be in the Crier No. 1, would be the top perforation.
a .
Q Have you examined the log in the Gulf
= R
™ Crier Well?
—r ‘ d
24
i A Yes.
% |
[ 0} Do you have any information or factors
i

L O Y Dy o
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that would lead you to believe that the oil/water contact
is other than as depicted on the Read and Stevens Exhibit
Number One?

A No, sir,

0. In your opinion, Mr. Dixon, where would

you place the first well in this area to test the Devonian

~anomaly?

A I believe if the map is correct, that I
would place it at a legal location in Section 1 with a
second well, possibly, in Section 6.

0 Was Exhibit Number Three prépared by you
directly or under your direction and supervision?

A Yes,

MR. KELLAHIN: We'd move the introduction
of Exhibit Number Three,

MR, BUELL: I would object to Exhibit Num-
ber Three introduced. He's testified several times that he
didn't prepare the contours or anything else and that he's
just assumed somebody else did something correctly, and he
hasn't prepared this exhibit other than to put one yellow
and one green dot on it.

MR. KELLAKIN: He-prépared that exhibit

based upon the applicant's structure map.

MR. BUELL: Then it's based on hearsay,

Mr., Examiner.

B R R I T T
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MR, STAMETS: 'The exhibit specaks for itself
and it will be admitted.
MR, KELLAHIN: I have no further questions

of Mr. Dixon.

CROSS EXAMINATION
BY MR. STAMETS:

0 Mr. Dixon, one question. Looking at Ex-
hibit Number Three, and looking only at éeqtion 6, does the
vyellow dot provide the owners in Section % tha greatest
opportunity to recover most oil under that tract? Or the

greater, I.should say, you have two locations.

A Greater, perhaps. The hazard with the

well in its present location is that if the structure is as
drawn currently on the map; you're going to leave oil without
drilling in Section 1.

0.  Okay, but considering only Section’ﬁ,iﬁow,
I'm not going into Section 1.

A All right. It certainly enhances the --
the well to move it over to the lease line and guote up-
structure.

0. Now does Tenneco have the right to drill
in Secticn 1?2

A ‘ No, sir.

Q Who does have?
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A Read and Stevens has the leasehold.

0. And your interest there does not allow you
to drillz

A, No, sir, not with 12 percent, or less.

0. t Well, now you say it does not. Is itﬂjust

the fact that Tenneco chooses not to drill?

A. : Let me put it another way. It ﬁouldn't
be feasible for us to drill a well in Secticn 1, or economic
for us.

0 The acreage that you talked about, the

46 .56 acres, is that an undivided interest --

A Yes, sir,

0 -~ in Section 1?
A Yes, sir.

0. Okay. |

MR. STAMETS: Are there other questions

of this witness?

MR. BUELL: Yes, sir,

CROSS EXAMINATION

BY MR. BUELL:

0 Mr, Dixon, is it not a fact that you coqld
obtain a well in Section 1 if you felt that that was a good
prospect, by several remedies?

A Such as?
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. 1 i 0. Such as compulsory pooling? If you felt
2 i it was a worthwhile prospect?
3 | A It's possible to do it through compulsory
4 pooling, yes, sir.
5 0. In fact, the well drilled at the proposed |
6 location would either prove or disprove the acreage in Sec- ;
7 tion 1, wouldn't it? 7 N 1
i
8 A, It probably will. i
?ﬁ - 9 0 So it's really to your advantage to have 1
g§§§ 10 t;hat well there, as far as that angle is concerned. i
g;gg n A From proving or disproving whet;,her it's ]
/) #ggé 12 | there or not.
t R
) ;g Eg 13 0 And whether Tenneco wants to put money ‘
: @85 " into this or sit back and ride.
15 A I think that, sir, you're alluding to the
16 fact that you all requested a dry hole contribution or a ’
17 contribution to this well from Tenneco?
18 o I don't know.
19 A Well, you have, and company policy is such
20 that we can't do anything on a development well which is not
21 drilled on our acreage. That's a fact.
2 Q So it's company policy that prevents you
o~ n from moving -~
-~ 24 ! A That's correct,
L ii ' ’ Q. You've chainedyourself, really, just by the
!

R e TSI, S,
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l
- 1, policy.
i
2 i A Well, we cannot consider wells that are
3 ; essentially a development well, although I'11 admit this is
4 wild, but you're developing off a well that's produced a
5 bunch of oil.
6 0. Uh-huh, and I want to get it in the record
7 one more time that it is your opinion that the proposed un-
8 orthodox location in this application is the optimum location
9 to drill on Section 6 for a wildcat well, ’
ggg; 10 A You want to call it a "develocat"?
(= X- 351
n :- . .
z'f;g n 0. Whatever you want to call it, it is an
LN 2 ; =%
4 REEE 12 optimum location.
iz
¥ 8ag
.’5?5; 13 A It is an optimal location in Section 6,
i
o= L yes, sir.
15 0. And it's preferable to Section -- to
16 drilling one in an orthodox location.
17 A Yes, sir.
18 ‘ Q. When you -- how did you draw in those
19 black lines on this map? Freehand? Just followed the con-
20 tours?
21 A No.
2z 0 What did you use for a control?
~ B A I used the seismic points from his other
-~ 24§
* map, which I stated.
1 .
® f 0 Did you take into consideration all the
i
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-
! | seismic points that were contained on the exhibit that was
j
2 | supplied to you by Read and Stevens?
i
, 3 A I believe I did.
;f 4 0. Now how much of the drainage do you feel
3 g
1 5 will be coming -- presuming that the -- or assuming that the
6 Commission grants the ﬁnorthodox location -- how much drain-
7 age did you say you felt was coming out of Section 1?
- & A If that's the only well in there you may
- ® | drain the entire portion of Section 1.
' of <. 10 . .
55:5 0 And how speculative is that?
@y sy
5;2% " A That's about as speculative as your thinking
™ H5EiF: n
- ;§§z that you won't drain it.
&g
> 8 15 13
j§“§ 0 I don't understand the answer. You're
gac X
©wes 4 . :
° ! speculating right now, aren't you?
15 .
A No.
16 ) All right, what do you base that on?
7 A Well, if the Criey drained as much as it
13
did ~--
19 . . .
0. And how much did it drain?
20
A It drained, depending on how thick you want
21
to make the reservoir, as large as 354 acres or as small as
177 acres.
N 0 Uh-huh, and it watered out.
~ 24 |
i A Yes, sir, eventually it watered out.
2% o . .
! Q and how much acreage do you think is over
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in Section 1 that's drainable?
- B Anything inside that first black line is

drainable. We are talking about a water-drive reservoir.

0. Uh-huh.
A So it is drainable.
0 And what was the porosity factor you used

looked at our log?

A 4 percent.

0. Hasn't therébbeen previous testimony here
that the log showed 7 percent?

A I believe the question was asked was it

7 pexrcent. I don't believe the witness said that it was

7 percent.

0 It was in that area.
A If you'd like to look at the logs, we can.
0 They're available.

How much drainage also .occurs -- might

conceivably occur over in Section 1 would depend on the
thickness of this anomaly, won't it?

A Yes, sir, thickness and porosity and per-
meability.

0 And do you know how thick it is at the
various places?

).} No, sir.

0 As I recall, we've got the contours on the

e e
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a ! t top, isn't that correct?
2 | A That's correct.
3 o So we don't know how thick it is.
4 A - That's right. You can quess, however, that
5 it will be approximately either somewhere in the order of |
¢ 10 feet, ‘based on the Crier Well. ’
7 0 Have you made any independént examination 5
8 on your own or on behalf of Tenneco or any of Tenneco's ,
9 staff to verify the information contained on thi‘s map that i;
gggé 10 is, I believe, Tenneco's Exhibit Number Two, is that correct? |
g;ég n Three? Other than to look at the Crier log?
-1 |
;gsf A Yes, sir.
>g i~ 13
ggéﬁ 0. Independent examination by Tenneco, not
@83 " information supplied to you by Read and Stevens?
15 A Yes, sir.
16 0 aAnd what was the nature of that examinatioﬂF
v Or investigation?
18 a, This was done under my direction by Mr.
19 Ken Marco (sic) in March of 1979. We have a structure map
2 at the time. We also have a record of all DST's and dry
- holes in the Crier Well, production, what other zones pro-
duced in the area, what the offset field is, the San Andres,
; = the ’Dickinson -- I guess it's an F-69 Field -- what those --
» # what production was from the area, and that was based strict]wy
!
= {; on a letter from Read and Stevens. We had none of your data

)
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o
1| at the time.
2 We also have the production in each of the
L 3 wells.
4 0. I don't understand. You gathered that
5 information based upon a letter from Read and Stevens?
6 A Requesting participation in the well.
7 0 And did Mr. Marco draw any conclusions?
8 A Yes, he did.
4 0. And what conclusions did he draw?
‘ ='1 3
gg;; 10 A That the well could easily make 200,000
-] E: i
gg ’=‘§ n barrels of oil, would be a realistic ultimate recovery from
“~N - X
L - E 8 . i .
i <§_§§ 12 the well drilled for the zone. "A well not drilled on Tenneco
;n Mg s
> o g : . .
:=§§§ B acreage should not gain the right to develop reserves on
382 1
Tenneco acreage."
1 "It's my recommendation that Tenneco not
16 farm out the reguested acreage and monitor the area for
17 : n
future potential.
18
0. And do what?
» A Monitor the area for potential future
20 R
drilling.
21 - ' :
Q So it's Tenneco's position that you just
2 . .
want to sit by and ride --
23 ‘ ' . . .
:> ‘ MR. KELLAHIN: Objection. That's a mis-
24 | _ . .
i statement of what the witness said.
%
X MR. STAMETS: Sustained. ;
g .
1

R R o &
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0 When you drew these contours on this map,

did you make allowances for the 25 feet error that could

exist?
A No, sir, I used the data as it is.
0. So you didn't make that allowance?
A No. Neither did the people that drew the

original map make any allowance for 25 feet.

0 I believe the testimony has been here
several times today, unless you dispute it, that Mr. McMillan
says that he considers there to be a 25 foot plus or minus

error in his information.

A But his contours follow the data as pre-
sented.

0. But he recognizes the poééibié error; you\;
don't.

A No, I didn't say I didn't. I say that ther¢

is possible error and it can be as high as 25 feet. I've
already testified to that, sir.

0 But it is your testimony you think an opti-
mal location for this type of well is the prqposed unoxrtho-
dox location. .

A That is an optimal location in Section 6,
yes, sir.

MR. BUELL: I have nothing else.

MR. STAMETS: Mr. Kellahin?

e
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- |
1 | )
2 : REDIRECT EXAMINATION
3 BY MR. KELLAHIN:
4 o Mr. Dixon, at what location, either the
5 proposed unbrthodox location or the standard location 330
6 out of the corner, at whiﬂych location does Read and Stevens
) 7 proposed Devonian well pose the greatest damage to Tenneco's
8 correlative rights?
_ 9 A Obviously, 100 feet from the lease line,
\ gg%g 10 is much worse than 330 feet from the lease line.
g;éé 1 ") » And what is your recommendation for a
Af\’ ggg; 12 penalty factor to be assessed against Read and Stevens as
Fmg .
ggég 13 operator for that well in Section 6? o ,
@83 4 A I recommend that they be penalized to the ‘
15 extent that they be granted an allowable of only 30 percent
16 of their production.
17 | MR. KELLAHIN: I have nothing further.
18
19 RECROSS EXAMINATION
20 | BY MR. BUELL:
21 0. If Tenneco wants a 30 —--
‘ 2 MR, BUELL: Did you want a 30 percent
7 N = penalty?
o~ a |
i A No, 3Q percent allowable.
2 |
i 0. 30 percent allowable?
i
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A Yes, sir.

2 1) But there are no other protesters and
3 Tenneco owns, depending on what it works out, somewhere be-

4 tween 10 and 12 percent of Section 1, would you want to make

. -8} an adjustment in that penalty for what Tenneco is being
8 drained, or allegedly drained, to reflect your actual interest

7 A I don't think that that would serve the

8 purpose here.

9 0 _ You're the only one ohjecting. Please
g % §§ 11 answer the question.
gi’gg n MR. KELLAHIN: He answered your question.
ﬁ égg; 12 MR. STAMETS: I agree, he answered the
By ,
ggég ‘13 guestion and he answered it no.
) w§§ 14 MR. BUELL: Okay. I have nothing else.
15 ' MR. STAMETS: Any other questions of this

16 witness? He may be excused.

17 , Anything further in this case? Mr. Kella-
® hin?
19 ‘ Mr. Buell, did you have anything further
20 you wish to add in this case?
21 MR. BUELL: Nothing else.
22 MR. STAMETS: 'The case will be taken under
B : advisement.
e 2 |

(Hearing concluded.)

B AL A S |
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CEIV ROGER L. COPPLE

'\] - T ATTORNEY AT LAW
\1 0CT 1 11979 209 EAST MARCY - P. O. BOX 40
OJL

NS.E SANTA Fg, NEW MEXICO 8730}
SQVAX?-: DIVISION (503) 982-2515

October 9, 1979

0il Conservation Division

New Mexico Energy and Minerals Dept.

P.O. Box 2088 L

Santa Fe, New Mexico 8?ffj////// ﬁ

Re: Case No.<§§§g€/ﬁ//
Applicati ead & Stevens, Inc. for Unorthodox Well
Location in Section 6, Township 11 South, Range 37 East,

N.M.P.M., Lea County, New Mexico.
New Mexico 0il and Gas Lease No. LG-5613

Gentlemen:

The captioned case was heard on October 2, 1979; and subse-
~quent to that date I received and enclose for filing with other
papers in the case the Waiver of Objection and Consent to Order
for Unorthodox Well Location executed by Exxon Corporation on
October 4, 1979.

Sincerely yours,

ROGER L. COPPLE %%

'RLC/jp
w/encl.

cc: Read & Stevens, Inc.
P.0. Box 1518
Roswell, New Mexico 88201
Attn: John L. Anderson, Jr.

Sumner G. Buell

Jasper & Buell

Attorneys at Law

P.O. Box 1626 _
Santa Fe, New Mexico 87501

P e PN
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ECEIVED.
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WATIVER OF OBJECTION

0CT 111879 AND
SR— CONSENT TO ORDER I'OR
OJL CONSERVATION DIVISION UNORTHODOX WELL LOCATION
SANTA FE

The undersigned, an offsctting operator named in Exhibit D
to the Application for Approval of Unorthodox Well location of
Read & Stevens, Inc. for Order approviig drilling of a projected
12,300 foot well lcocated 330 feet from the North line and 100
feet from the West line of Section 6, Township 11 South, Range 37
East, N.M.P.M., to explore and pnroduce from the Devonian formation,
does hereby:

1. Acknowledge receipt of the Apnlication tor Approval of
Unorthodox Well Location described abeove; and

2. Waive objection to entry of the Order requested in said
Application without further notice to the undersigned.

DATED: October 4 , 1979.
——. B EE;Z::T‘*—S::Z‘
EXXON CORPORATION D




JASPER and BUELL

Atlorncys

121 East Palace Avenue

Pé’st Office Box 1626

Santa Fe, New Mexico 87501
505 988-284}

John G. Jasper
Sumner G, Buell

October 3, 1979

0il Conservation Division

New Mexico Energy & Minerals Department
Post Office Box 2088

Santa Fe, New Mexico 87503

Re: Application No. 6683
Application of Read & Stevens for Unorthodox Well Location

Gentlemen:

Enclosed for filing with the above application is a Waiver of
Objection and Consent to Order for Unorthodox Well Location
executed on behalf of Tom L. Ingram, an offset interest owner.
According to our information Mr. Ingram owns a 17.2334 percent
interest in Lots 1, 2, 3 and 4, Section 1, T. 11 S., R. 36 E.,
N.M.P.M.

Ty truly yours,

Enclosure as noted

cc: Read & Stevens

TN T R T

s % a1 i g
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WAIVER OF OBJECTION
AND
CONSENT TO ORDER FOR
UNORTHODOX WELL LOCATION

The undersigned, an offsetting operator named in Exhibit D
to the Application for Approval of Unorthodox Well Location of
Read & Stevens, Inc. for Order approving drilling of a projected
12,300 foot well located 330 feet from the North line and 100
feet from the West line of Section 6, Township 11 South, Range 37
East, N.M.P.M., to explore and produce from the Devonian formation,

does hereby:

1. Acknowledge feceipt of the Application for Approval of
Unorthodox Well Location described above; and

2. Waive objection to entry of the Order requested in said
Application without further notice to the undersigned.

DATED: September 2 2 ; 1979.

TOM L. INGRAM |




EaStman Ber=arg ™\ P, 0. Box 5577/ Midand, Texas 79701/(915) 563-0511
Whipstock M=%  wxsi0s1-50661Cable: EASTCO

A PETAOUANE QOMIANY

| ‘ September 28, 1979

Read & Stevens, 1 Dickenson State

Roswell, New Mexico Lea County, New Mexico
Charles Read

RECOMMENDED PROCEDURES

1. Drill and set pipe at 4200 feet. Run Gyro Survey on wire line to 4200' while
WoC.

2. Go back in hole with packed hole assembly and take regular Drift Inclination
Survey and report these surveys to Eastman Whipstock, Run a Magnetic
Multiple Shot Survey at 9000 feet and continue to monitor well to T.D.

i 3. 1If well is going toward lease line, well should be turned using a downhole
mud motor and 1%° or 2° bent sub. After well is turnéd away from known
lease line, go back to drilling with packed hole assembly, non-magretic
drill collar, and single shot instrument. Pictures will need to be taken
every 100 feet. :

4. When well is T.D. a Magnetic Multiple Shot Survey will need to be performed
and tied into other surveys already performed on well and a copy submitted

4 to New Mexico 011l & Gas Commission.
Q\\ ! N 4 "‘.
D M 7
\\ . N 0

R. W. Giffhorn
Sales Representative

RWG:dj

Directionat Drillers/Sub-Surface Surveyors/Instrument & Tool Rentals/Sales/Worldwide
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214 BECURIYY NATIDHAL BANKX BUILOIND PFHONE 808 621-3770

BH.ARLIB ®. READ %‘u{ %‘ %um, .ﬂw,

PRESIDENT
g (Il/ .‘y}a/«nu
NORMAN L. BTEVENS, JR. .
VIGE-PREMIDENT Bl Be 1508

JOHN L. ANDERRON, JR. Roswell N . Moxice 8551
EXPLONATION MANAGEN Match 2’ 1979

Read & Stevens, Inc.
South Crossroads Prospect
Lea County, New Mexico

Mr. Jim G. Strother, Production Mgr.

Tenneco 0il Company

6800 Park Ten Blvd. . . . : .
Suite 200 North : N Ly
San Antonio, Texas 78213 L. " _ C

Dear Jim:

Bncloaed is a copy of our letter of February 23, 1979 pertaining to
the abm cnptioned. R -

Aitd‘; enclosed you will f:l.nd a-copy of the geological reﬁrt by
E. K. 'Bavid dated Movember 29, 1978 asd the Colin McMillan mical report
dated Bucesber 5, 1978, Our vecords would indicate that you heye a 46.56
interest i Section 1-115-36E. 'The purfose of this letter fa to gain
support for ‘this test. We ml.d.bg interested in either phiu sa option
to drill em your acreage after reaching total depth om out test or if
Tenngco would de interested im: p-rueipatng in onr tnc, tﬁu 1. -lno
an altcmcive.

lead & Stevens, Inc. would be interested in faming out or selling a
portiom of this interest. . whereby it would be reimbursed for the total costs
-hichai estimated at $91,152.14 to date and a 1/8 override Back’ 4: for 1/2
interest after payout of all bowus »drilling,completion and. apet: h| coats
in the figvt, well or la.d Q w.a Inc, to receivy’ all d’ ‘¢osts imcurred
to date and reserve a 1/16 mﬂiﬁc toynlty iaterest hd ack/in for a 40T
working intérest after recovery. bf 'all bonus conts, drillilg ‘snd completion
costs and operating costa on a11 vells.

We have approximately 1, 364 493_ surface acres and approximately
899.934 net acres undet ].me : i,

After you have had an oppértunity to review the enclosed inforsatiom
and 1f you think Tenneco would be sufficiently interested in either supportiag
or participating in the test, we would like the opportunity to discuss the
area with you at length.

Again, many thanks for the courtesies extended to Mr. Loveless, Mr.
Schlicker and myself during our brief visit.

Very truly yours,

NLS:at

Norman L. Stevens, Jr.




CROSSROADS SOUTH AREA

Lea County, New Mexico

For

Read ¢ Stevens, Inc.

| BEFORE EXAMINER STAMETS
| _Olt. CONSEAVATION DIVISION
| Teamseco 7G4BT MO,
cast o, 6683

Subiiied by

Hesring Dﬂie_m;&&(j/7 9
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cnl“ .C.'ll.l. CONSULTING GEOPHYSICIST

714 PETROLEUM BUILOING ¢« PHONE S08 323-1225 ¢« ROBWELL, NEW MEXICO SRSDN

December 5, 1978

Read & Stevens, Inc.
P.O. Dox 1518 :
Ropowel), Mew Mexico 88201

Crossroads South Area
Lea County, New Mexico

Gentlemen:

The following report and three maps represent the results of a seismic
review of the above area. The Abo, Bough C and Devonian were mapped and
are included.

3 o | Seology

= This area is located in northern Lea County in the north end of the Tatum
Basin. It is located in the vicinity of the Gulf Cryer (Section 34, T108-
RISE). The Gulf Cryer produced 156,000 BO in spite of having only 14 feet
of pay above the oil water contact at the Devonian level.

Other potential pays in the area include the Atoka and San Andres.

Field and Computing Techniques

T™he data shown with large arrows and numbered lines 1 throwgh 5 are 12 fold
Vibgossis CDP recorded and played back digitally by G.S.I. The two lises
described as 1-13 through 1-40 and 2-13 through 2-46 are six fold digital
dynamite data shot by Dawson. Line LCH 1 and LCH 2 are 24 fold Vibroseis
recorded and played back digitally by Teledyne. The data with the E prefix
on the shot point numbers were shot by Empire Geophysical im 1952 wsing
split spreads, a single hole about 100 feet deep, and & 35 pownd éynamite
chazgs. The data with the U prefix were shot by United Gesphyeical ia 1933
_ _ nsing agproivately the same shooting parameters. All date were cempeted

; to 2 datwm of 300 feet above sea level using an 8000 feet pur second

{ subveathering welocity.

Data it

The CDP shot by Dawson is considered good at the Abo and Bough C levels

i and fair at the Devonian. The data quality on the G.S.I. and Teledyne
P data is comsidered excellent on all horizons. The data quality omn the

i now~CDP it coasidered good at the Abo and Bough C and fair at the Devonisa.

i ' Veiocity
i
All horizons were adjusted for velocity variations using regiconal velocity

B
¢
o
&

[y BT T Ly B S TN




-3
. December 5, 1978

aodtrol and well ties.

Jasults

; The ssismic imdicates that it is possiila to Jet approximately 3 feet
high to the Gulf Cryer at shot point 35 on line LCW 2. 1In view of the
’ performance of the Gulf Cryer well, the Devonian appears to be highly
; punepective at that location. Volumetric reserve calculations dome by
g M. E.XK. Pawid indicate that there &re more than one million berrels of
eil to o ressvered from this Devonian anomaly.

Ieocmnendat ions

S Bt L LA

It is recommended that a Devonian test be drilled 450 feet from the north
line and 150 feet frem the west line of Section 6, TI1S-R3I7E to test the
Devonian formation. In view of the structural configuration of this anomaly,
it {» essential that this well be drilled at this location.

@;Qljm

Colin McMillan

e e N
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Eastman P. Q. Box 5577 Midland, Texas 79701/(915) 563-0511
Whlpstoc:k TWX 910-881-5066/Cable: EASTCO

A PETROLANE COMANY

September 28, 1979

Read & Stevens, 1 Dickenson State |
Roswell, New Mexico Lea County, New Mexico 1
Charles Read ) - |

RECOMMENDED PROCEDURES ‘ 1

1. Drill and set pipe at 4200 feet. Ruﬁ Gyro Survey on wire line to 4200' while
WocC.

‘2, Go back in hole with packed hole assembly and take regular Drift Inclination
Survey and report these surveys to Eastman Whipstock, Run a Magnetic
Multiple Shot Survey at 9000 feet and continue to monitor well to T.D.

3. 1If well is going toward lease line, well should be turned using a downhole
mud motor and 1%° or 2° bent sub. After well is turned away from known
lease line, go back to drilling with packed hole assembly, non-magnetic
drill collar, and single shot instrument. Pictures will need to be taken
every 100 feet.

4. When well is T.D. a Magnetic Multiple Shot Survey will need to be performed
and tied into other surveys already performed on well and a copy submitted

to New Mexico 011 & Gas Commission.
a0 D)
A N

R. W. Giffhorn
Sales Representative

RWG:dj

BEFORE EXAMINER STAMETS
Glf. CONSESVATION DIVISION
R N -

CRIE b o~(¢é.&3______

.

Submitred by 4
Hearing Date__{ }- 2 =79

Directionat Drillers/Sub-Surface Surveyors/instrument & Tool Rentals/Sales/Worldwide
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READ & STEVENS, INC.
SOUTH_CROSSROADS PROSPECY
Lea County, New Mexico
BEFORE EXAMINER STAMETS
OIL CONSEAVATION DIVISION
o . R
feapeco  TGimT 0. R
caseno.__ 68D
Submitted by |
Hearing Date A O CY?? i
. <
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EDWARD K. DAVID

731 PETROLEUM BUILDING CONSULTING GEOLOGIST OFF.: 505/622-06%0
ROSWELL, NEW MEXICO 88201 RES.: 505/622-5267

November 29, 1978

‘ South Crossroads Prospect
: : 12,300' Devonfan Test
; : . Dickinson Field Well
L : 330" FNL & 100' FWL
Sec 6 - T 11S - R 37E
Lea County, New Mexico.

Read & Stevens, Inc.
P. 0. Box 1518
Roswell, New Mexico 88201

E | SR Gentlemen:

; It is recommended that Read & Stevens, Inc. drill a 12,300' Devonian test .
i at the proposed location. This exceptionally attractive development location
i has the potential of having a high rate of return on your investment. It is
interpreted to be on the crest of a Sizable Devonian structure which is
flanked by an abandoned Devonian oil well. The proposed location is expected
to drain the remaining portion of this striucture which is calculated to have
over 1.1 million barrels of recoverable oil remaining in it.

This general area is marked by north- _south a]1gned Devonian structural
trends as shown on the enclosed reg1ona1 structural map. The subject pros-
pect is located on a local closure on the pronounced Crossroads structural
trend. Nearby structural reservoirsiresult in excellent production. The
extensive Crossroads Field (Sec 34 - . T 9S - R 36E), 7 miles north, has pro-
duced over 38 million BO. The South'Crossroads Field (Sec 22 - T 10S - R 36E),
3 miles north, has produced over 2.9 ‘million BO from 12 wells. The Echols
Field (Sec 2 - T 11S - R 37€), 4 miles east, has a cumulative production of
over 4% million BO from 9 wel]s The proposed location is interpfeted to be
structurally high to the offsetting one -well Dickinson Field (Sec 34) which
produced over 156,000 BO.

The South Crossroads Prospect is 1ntérpreted to cover_228 acres on the crest
of a structure which has yet to be drained. This field was discovered by

the Gulf #1 Cryer which produced over 156, 000 BO in spite of only having 14'

of pay above the oil-water contact. Se1sm1c data shows that the Gulf well is
on the northeast flank of the structure s crest.. The proposed well, on the
crest of this seismic feature, is expected to encounter the Devon1an at

12,280' (-8260') which is 34' high to''the Gulf offset and 50' above the original
o1!-water contact of -8310'. The dr1111ng of the proposed well is expected

to result in an excellent top a]lowab]e water-free comp]et1on




Phillips Cryer (Sec 34 - T 10S R 36E), shown as Well A-1 on the cross section.

RESERVES

Volumetric reserve calculations indicate 1,168,000 BO remain to be recovered
from the crest of the Devonian seismic closure (outlined in red) immediately
to the southwest of the Gulf #1 Cryer. It was assumed the current oil-water
contact is -8294' which coincides with the top of the pay in the Gulf #1 Cryer.
However, the current oil-water contact is probably lower being between -8294'
and the original oil-water contact of -8310'. Other assumptions tused in the
volumetric calculations included: (1) porosity of 7%, (2) recovery factor of
60%, (3) saturation factor of 75%, and (4) 4,780 acre feet of pay.

OTHER POTENTIAL PAYS

The 11,000' Atoka formation has at least three different sands which have
produced or had shows of 01l and gas. The Towermost of these Atoka sands
resulted in an oil conipletion in the Tom Ingram #1 Granny (Sec 1 - T 11§ -

R 36E), shown as Well A-5 on the enclosed cross section. 0il and gas were
recovered on completion attempts from three sands in the Hill & Meeker #1-34

These sands could provide oil and gas reserves which would be highly suitable
for remedial operations after depletion of the Devonian oil pay.

The 4,980' San Andres is a potential oil pay in this area. The San Andres
produces in the East Dickinson field (Sec 35 - T 10S - R 36E) 1 mile to the
northeast. Although formation water was recovered on a drillstem test in
the Gulf #1 Cryer, this zone could still be productive on this structure due
to the erratic nature of the San Andres.

CONCLUSION

The South Crossroads prospect is considered a 'good sound close-in drilling
venture. A favorable return on your investment is likely on this low-risk
prospect. Therefore, it is recommended that Read & Stevens, Inc. undertake
the drilling of this oil venture.

Very truly yours,

Edward K. David '
Certified Professional Geologist #2148

EKD/jg
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Examiner Rearing -~ Tuesday - October 2, 1979 Docket No, 38-79

CASE 6682: (This case will be dismissed.)

Application of Yates Petroleum Corporation for compulsory pooling, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Wolfcamp-
Mississippian formations underlying the N/2 of Section 28, Township 18 South, Range 29 East, to be
dcdicated to a well to be drilled at a standard location thereon. Also to be considered will be
the cost of drilling and completing said well and the allocation of the cost thereof as well as
actual operating costs and charges for supervision. Also to be considered will be the designation
of applicant as operator of the well and a charge for risk involved in drilling said well,

-"CASE 6683: Application of Read & Stevens, Inc. for an unorthodox well location and non-standard oil proration
unit, Lea County, New Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodox
~~vAocation 'of a Devonian test well to be located 330 feet from the North line and 100 feet from the
West line of Section 6, Township 11 South, Range 37 East, Lots 5 and 6 of said Section 6 to be
dedicated to the well as a non-standard 49.33-acre proration unit.

N ot e e
Dt S

CASE 6684: Application of COp-In-Action, Inc. for creation of a new carbon dioxide gas pool and special pool |
rules, Harding County, New Mexico, Applicant, in the above-styled cause, seeks the creation of the
North Bueyercs-Santa Rcsa COp Gas Pool and th: promulgation of special pool rules therefor, including
a provision for 40-acre spacing and proration units. Said pool would comprise all or parts of
Sections 1 thru 4, Township 20 North, Range 30 East, and Sections 8, ¥, 10, 15, 16, 17, 20, 21, 22,
27, 28, 32, 33 and 34 Towaship 21 North, Range 30 East.

. CASE 6685: Application of ARCO 0il and Gas Company for downhole commingling, Lea County, New Mexico.

: Applicant, in the above-styled cause, seeks approval for the downhole commingling of Blinebry and

; Drinkard production in the wellbore of its J. R. Cone A Well Ro. 2 located in Unit L of Section 26,
Township 21 South, Range 37 East,

CASRE 6686: Application of Mesa Petroleum Company for an exception to Order No. R-111-A, Fddy County, New Mexico.
i Applicant, in the above~styled cause, seeks an excepticn to the casing-cementing rules of Order No.

i R-111-A to permit a well to be drilled in Unit F of Section 6, Township 20 South, Range 31 East,
without a salt protection string and to circulate cement on the production string. Applicant also
seeks the same exception for a possible future well in Unit E of said Sectiom 6.
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Docket No., 39-79

DOCKET: _COMMISSION HEARING — WEDNESDAY — OCTOBER 3, 1979

OIL CONSERVATION COMMISSION ~ 9 A.M, - ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 6652: (Continued from Sentember 13, 1979, Exawiner Hearing)

Application of Shell 011 Company for statutory unitization, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order unitizing, for the purpose of a pressure maintenance project,

- all mineral interests in the North Hobbs Grayburg-San Andres Unit encompassing 10,650 acres, more or
less, underlying all or portions of the following lands in Lea County, New Mexico: Sections 13, 14,
23, 24, 25, 26, and 36, Township 18 South, Range 37 East; Sections 17 through 21 and 27 through 34,
Township 18 South, Range 38 East.

The unitized interval would be the crayburg—Saﬁ Andres Formation between the depths of 3,698 feet
and 4,500 feet in Shell's State A Well No, 7, located in Unit H of Section 32, Township 18 South,
~Range 38 East.

-Among the matters to be considered at the hearing will be the necessity of unit operations; the
designation of a unit operator; the determination of the horizontal and vertical limits of the unit
area; the determination of a fair, reasonable, and equitable allocation of production and costs of
-production, including capital investment, to each of the various tracts in the unit area; the deter-
mination of credits and charges to_be made among the various owners in ' the unit area for their
investment in wells and equipment; and such other matters as may be necessary and appropriate for
carrying on efficient unit operations, including, but not necessarily limited to, unit voting pro-
cedures, selection, removal, or substitution of unit operator, and time of commencement and termina~
tion of unit operations.

ELT e
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OIL CONSERVATION DIVISION ||| St av v/® ]’Lt:f}
ENERGY AND MINFRALS DEPARTMENT \x-...-«‘*-*-"’"""

' ' OM DiVISION

STATE OF NEW MEXICO L CONSERVATI X
ol SANTA FE -

CASE MNO. LGL&3

APPLICATION FOR APPROVAL
OF .
UNORTHODOX WELL LOCATION

Read & Stevens, Inc., a New Mexico corporatidﬁwwhose address
is 314 Security National Bank Building, P,0. Box 1518, Roswell,
New Mexico, 88201, requests the Division Director to refer this
application to an Examiner for hearing on October 3, 1979; and
after hearing and report enter an Order appraving’the drilling of
a projected 12,300 foot well located 330 feet from the north line
and 100 feet from the west line of Section 6, Township 11 South,
Range 37 East, N.M.P.M., Lea County, New Mexico, to explore and
produce from the Devonian formation; and in support of this appli-
cation Applicant States:

1. Applicant maintains an approved blanket plugging bond

running to the State of New Mexico.

2. For a Permit to Drill, Applicant has filed Form C-101& 102

simultaneously with the filing of this Application. A copy of
said form is attached as Exhibit A.

3. The land upon which. the proposed well is to be drilled
is in New Mexico 0il and Gas Lease No. LG-5613. A copy of said
lease is attached as Exﬁibit B.

4. Applicant has the right to acgquire operating rights to

the oil and gas lease described in paragraph 3 above from the

lessee; and the lessee has approved entry of the requested Order.

5. Applicant is informed and believes that there is no well
within one mile of the requested location which presently produces
from the Devonian formation.

6. Applicant is informed and believes that the only wells

within one mile of the requested locatiéniwhich have been drilled

to the Devonian formation are: LT

Py
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(a) The Hill & Meeker "Phillips - Cryer 34" which was
drilled to 12,315 feet in the NE% SWy Section 34, Township 10 South,
Range 36 Bast, N.M.P.M., and was a dry hole. Said well is marked
as "1" on Exhibit C. attached.

(b) The Hill & Meeker "Phillips - Cryer" which was
drilled to 12,333 feet in the NW% SWY% Section 34, Township 10 South,
Range 36 East, N.M.P.M., and was a dry hole. Said well is marked
as "2" on Exhibit C attached.

(c) The Gulf 0Oil Corporation "Cryer" which was drilled
to 13,368 feet in the SEY% SWk Séction 34, Township 10 South, Range
36 East, N.M.P.M., and depleted the Devonian formation and has
been plugged and apandoned. Said well is marked as "3" on Exhibit
C attached. |

7. The only Devonian well drilled@ and completed in the
"Dickinson Field" is the well described in paragraph 6(c} above;
and any special field or pool rules which exist by reason of such
well should be waived or deemed of no further effect to permit
Applicant to drill a wildcat well at the requested location which
is marked as "Requested Location” on Exhibit C attached.

8./ The Requested Location is based upon seismic interpretation
which indicates that a well drilled on a regular spacing location
might fail to produce or fully recover available oil which could
otherwise be obtained from the proration unit.

9. Applicant is informed andvbelieves that the only owners
of unleased mineral interests and the only operators under valid
oil and gas leases which arz not held by or for Applicant and may
cover proration or spacing units which offset the unit for which
this application for uncrthodox location is made are those named
in Exhibit D attached. By certified mail - return receipt requested,
Applicant has mailed a copy of this application to all owners and
all operators, except Applicant, named in Exhibit D attached.

10. Entry of the Ordef'appliedjforiyill inure to the benefit

of the State of New Mexico, conéervexresources, and prevent under-

..2.> C
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ground waste.

DATED: September & , 1979.

. £l

ROGER L. COPPLE

Attorney at Law

P.O. Box 40

Santa Fe, New Mexico 87501
Telephone: 505-982-2515
Attorney for Applicant




B0 OF COPILR BUCUIVAD

oisTRmuTON HEW MU G CONSERYATION ¢ (wmssmu oy Ybrm e
SANTA FE ]ﬁ N ALf o) rlll“
e e mm (s 14! " ‘L e e e -
flLeg .—.——-v-"—_'—-' a{lA TS .|,. [". ol L.reave
———— - - . — - - i |
U.&.G.}S. o 19/9 }\-.u ._ ree {‘_J
SrP 1 {3 YA R

L AND OFFlC[

sTor e t-5613

N . 'I;\.
orematon | oI CONSEQVKHOb‘D““
h APPLICATION FOR PERMIT TO DRILL._ DLEPLH, OR PLUG BAC PANTAFE— \\\\§

l-ll Aqtenmant Plama

‘te. Type of Woek

oRILL [ ¥ peeren | peuceacx | ) VT
5. Type of Wsll ['3 [’] LUG BACK [‘] 8. Pum or Leasa Name
2B w0 e mnil® ey [[) ] Dickinson State
9, Al

I Hame of Operator
Read & Stevens, Inc.

3. Address of Operatox e e "
Now Mexice  fiil L&i}m;;

P. O. Rox 1518, Roswcll

. ’ ¢
L Tt S TTmoTTmrm T "‘—"_-——._"'—-—§$\§§§ <E§§§§§§§§§§§§\
1. Location of Well vaircervea D (ecaree R T T TP NORPTE !!Q.’ t_“ Lo uiwe \ \ )
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1WA Larmation . Betemy o €000

bevonian Rotary _

P Aprror. Late Work wibl stace

1n. 1o gornont tree g th

J 12,3000

CURL Ceeelltieg Contoa oy

N\
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21A. Kind & Stotus 2ha; Hord

Ot ___Statgewide -—- | _.October 20, 1979
EER
PROPOSED CASING AMD CEMENTY PROGRAM
SIZE OF HOLE SIZE OF CASING |WLIGHT PER FOGT | 581 TING DEV Th [SACKS OF CEMENT EST. TOP
7% 13 3/8" . sa.s§ | Tg00' | 400 sx. Circulated
11" 8 5/8" o _nlg_ T T Aazoor Ul Tiboo sx. Circulated
7 7/8" ay 11.6E @ 135 12300 700 sx.

We propose to drill and test the Devontoaa and intermediate format ions.  Approximately

400' of surface casing will be set ta protect fresh water samds, and 8 5/8" intermediate

casing will be set into the top of tii- tan Andres both strinas will be circulated.

If commercial, 4%" casing will be run and cemented to cover the pav zone with at least

600' of cement.

Mud Program - W gel to 4200, water to above Ao, BCL-Starch-Dricpak to top of Strawn,
FCL-Flosal~Drispak to tatal depth,

BOP Program - BOP's & hydril on # 572" iineg andd tested, pire rane tested daily,
blind rams tested on trigpoo,

Gas acreadqae s not dedicated.

~N ABDOVE SPACE DESCRIBE PROPOSED PROGRAM: IF PALNLUSA. 13 T il OR FLUGC BACK, CIVE DATA ON PRESEMT PRODUCTIVE TOME AsD PROPOSID NTw Pan.

IvE JTONE., SIVE BLOPOUT PALYANTER PROGAAN, IF ANY.

tion sbove ls Liue and cumplne to the Liret ol ny ino-ln!‘r an) Liellef.

hereby contify that ind
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NEW MEDCCO Ot CONSERVATION COMMISSION [/ O Form ¢ «}0,
I = s des (of,
WELL LOCAT ON AND ACREAGE DEDICATION PG 3 5 Feterten 1
Y ’
— Al thllum'r_f ;v_‘m- be trom the vuter hounderies of the S
Opeiator » - T ) .':- e,
Read & Stevens, Inc. ) Dickinson statf? 3 S
Unit L.elter Sechion Townshiy b .
D 6 11-South ) 37-tast .
Actual Footap Lacatinn of Welle T T T e e
330 feet lrom the North ..+ 100 werreow. West e
Ground L.pvel Flev. Producing Formatton Veee) ettt Acpeager
Te=- Devonian b Wildcat 49.33 Acten

1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below.

2. If more than one lease is dedicated 1o the well, vutline each nnd identify the ownership thereof (hoth as to working
interest and royalty).

3. If more than one lease of difizrent ownership is dedicated to the well, have the interests of all ewners been connoli-

dated by communitization, unitization, force-posling. ete?

D Yes

1 answer

this form if necessary.)

LJ No If unswer is

is

vostype of cansalidation

not’ list the awners und tract descriptions which have actually been consolidated. (Use reverse side of
i )

No altowable will be arsigned to the woil untit att interests have been consofidated (by communitization, unitization,

forced-pooling, or otherwise)ar until a non-standurd unit, eliminating such interests, has been approved by the Commis-

sion.
D i CERTIFICATION
Read & Stevens, .
« Inc. . t
) I hereby certify thot the information con-
¢ tained herein s true ond complete to the
(Lots 4 & 5) | best of my knowledge ond belief.
| ,
State | flmne
I U R S
‘ John L. Anderson, Jr.
i Festtion
i Agent
i Compiany
: Read & Stevens, Inc.
Titer
!
8-27-79

e —— — — e

{ hereby certify that the well locetion
shown on this plot wos plotred from field
notes of actual surveys mede by me or
under my supervision, and thet ﬂn seme
is true ond comect e the bept of my
know ledge ond belief.

ite Surveyed

flylstered Professional Engineer
‘mii/or l.and Surveyor

1 | _ —_

H::F'—‘—T—'H':::H:—:Hq_: Ll pe——— . p—— T “rtifte No.




a—_— N
11ORM 72 - Cory
LEASE NO. __Lg.:iﬁ]}..m,-. e arrticaton v L6-5613
ON. AND GAS LEASE
THIS AGREEMENT, dated this the 191 day of __AUGUST e AD. 1y T8

made and entered into by and between the state of New Mexico, acting by and through the un 3 SEMPdts commissioner
of public lands, thereunto duly authorized, party of the first part and heicinaftes called the “Lesihry,~al) S d “\V —
. 7",- { \\;i@

CARL A, SCHELLINGER - L g

P. 0. BOX 447 _ ROSWELL, NEM MEXICO 88201 O gommmerd
party of the second part, hercinafter called the “Lessce™, whether onc o1 more, oYy V RILS

WITNESSETH: SANTA F,i: Dlvisiop,

lcase covering the lands hereinafter described and has tendered therewith the required first payment| being not less than the
amount required by law and by the rules and regulations of the New Mexico State f.and Office, and

WHEREAS, all of the requirements of law relative to said application and tender have heen duly complied with and said
application has been approved and allowed by the commissioner of public lands;

THEREFORE, for and in consideration of the premises as well as the'sum of FORTY THOUSAND AND
N°,100"‘°"“""‘"‘"‘"""""""’"'""'""""""":_":""""' (3 4_2..9__001___00 — ) Dollars,

the same being the amount of the tender above mentioned, paid in cash, and evidenced by official recéipt

no.—— . _.and of the further sum of S__._I_Q.LO_Q____ (iling fee, and of the covenants and agreements
hereinafter contained on the part of the lessec to he paid, kept and performed, the said lessor has granted and demised,
leased and let, and by thesc presents docs grant, demise, lease and let unto the said lessee, exclusively, for the sole and only
purpose of exploration, development and production of oil or gas, or both thereon and therefrom with the right to own all
oil and gas so produced and saved therefliom and not reserved as royalty by the tessor under the teems of this leave, together
with rights-of-way, easements and servitudes for pipelines, lelephones and telegraph lires, tanks, power houses, stations,
gasoline plants, and fixtures for producing, treating and <aring for such products, and hous:ng and bosrding employces, and
any and all rights and privileges nccessary, incident to o1 convenient for the cconomical operation of said }and, for oil and
gas, with right for such purposes to the free use of oii, gas. casing-hcad gas, or water from said lands, but not from lessor’s
water wells, and with the rights of removing either during or after the term hereof, all and any improvements placed or
erected on the premises by the lessee, including the right to pull all casing, subject, however, to the conditions hereinafter

set out, the following described land situated in the county of _ — LEA , state of New
Mexico, and niore particularly described as follows: :
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Seid lands having been swarded G lesvee and devipnated o Fract No __0?‘6 e e oAU O st bt By b cepiaresanner of

S 73 7.

To have and to hold said Iand, and olt the ights and povitepes pranc-d herconder o snd wato the boaser S0 a prioeary toon of G veais
from the Jdate hegeof, and as long theeealfter av o) and gas 10 paying quentites o either of ega s peadinced from caad Land Ty the levvee,
subject tu ol of the terms and candittin sy hetemnatter set forth .

. I'l__ul Foote filledan oy whete lands are off-eed gt publn sate

public Iands on

In consideration of the premiuses the parties covenasnt and spive a- fodlonng

1. Subject to the fiee use withoul royslly, as 'hurinbrlmc provided, the tecsoc Jiall pay the fesvor ac ray alts ore cighith port of the oil
produced snd saved from the leased premises or the cash value thereof, at the Gptun of the tessur, such value 1o be the price prevastng the
dsy oil is run into s pipeline, if the oil be run inte a pipeline, or into stozsgze fanks of the oal be stored

2. Subject 10 the fice use without goyvatty, as hereinbefore provided, st the artion of the lessar at 2oy tiene and from tene Lo time, the
lessee shall pay the lessot as royaily une aighth part of the gas produced and ssved fram the leased premises, including casing f cad gas Unless
sard oplion is exercised by lessor the lessee shall pay the lessor as 1ayalty one cighth of the cash saloe nf the gas, inciuding casing-head gas,
produced snd saved f1om the leased premises and marketed oz utdized, viuch vatue 1o be eqoal to the greater ot _the follswing amatnts.

(a) the net proceeds derived from the sate of such gacin the ficld, o1

(b} five cenls (30.05) per thousand cubic feet (m.c.f) the voluine of gav fos sach purposes 1o bie computed an & pressure baus of 10
ounces above an sssumed stmospheric pressure of 14 4 pounds per wiusie iy, 60 15 028 pounds per wquare inch abaolute, at €00
Fahrenheit, and pursuant to sppropriste regutations of the conunisioner of public lands which raay provide, aimong other things,
for a Nowing tempessture of 602 Fahrenheit to be assumed and applied 51 voluine computation in all case« where a'recording
thermometer is not employed by the lessee in gas measurement, and for specific gravity tests at the lessee’s expense a1 intenals
not greater than one year in all casves swhere a recording gravitoimneter is not employed by the lessee in g5 measurement; provided,
however, the cash value for royally purposes of cartbon diovide gas aind of hydrocarbun §as delivered 1o 2 ga~oline plant for
extraction of liquid hydrocarbons shall be equat to the net proceeds driived from the sale of such gas, including ary liquid
hydirocatbons recovered therefiom.

Notwithstanding the foregoing provisions, the lessor, scling by its commissianer of aublic Jands may require the paviment of royalty for
all or sny part of the gas produczd and saved under this lease and. mark cted ar utiitzed at 3 price per m ¢.f. equal to the maximun; price being
paid for gas of hike kind and quality and unders like conditions in the same ficld o7 area ctnay reduce the royalty value of any such gas (fo
any amounl not less than the net proceeds of sale theteofl in the fiedd if the commissicrer of public lands shall determine such action to be
necessary 1o the successful operation of the lands for ol o1 gas purpases or to enceirapement of the greatest u'timate tecnvery of ail or gas or
10 the promotion of conservation of oil or gas

This lease shall nut expire at the cnd of cither the primary ar secondary termn hereof if there is a well capable of praducing pas in paying
quantities located upon some part of the lands embraced herein where such well is shutin due 19 the inability of the lessee to obtain g
pipeline connection or to market the gas therefsyom; psovided, however, the owner of this lesse as to the Lands upon which such well is located
shall pay sn annual royally equal to the snnual rental payable by such owner under the terms of this lesse but not less than eae hundred
dollars ($100) per well per year, said royalty to be paid on or hefore the annual rental paying date next erisuing after the expiration of ninely
days liom the date said well was shutin and on ur before said rental date therealter. The payment of said annual royalty shall be considered
fur all purposes the same as if gas were being produced in paying quantities and upon the commencement of marketing uf gas from said well
or wells the royalty paid for the lease year in which the gas s first marketed shail be credited upon the royally payshic hereunder to the lessor
for such year. The provisions of this seclion shall also apply where gas is being marketed from said leasehold premises and thiough no fault of
the lessec, the pipeline connection or markel is 103t 01 ceases, in which case this lease shall not expire so long ss said annual royalty is paid s
herein provided. Notwithstanding the provisions of this section ta the contrary, this lease shall not be continued after ten years fsom the date
hereof fur any penod of more than five yaars by the payment of said annual soyaliy.

3. Fessee agrees o make full settlement on the 201k day of each month for all royalties due the lescor for the preceding month, under
this lease, and to permil the lessor or its agents, at all reasonable hours, to examine lessee’s books relating to the production and disposition of
oil and gas produced 1essee further agreces to submit to lessor annually upon forms furnished by lessor, verified reports showing lessee’s
oprerations for the pueceding year. N

4. dt s expressly agreed that the consideration hercinhelore specified Is o goodd, valid and sebstantial consideration and sufficient én all
respects to support each and every covenant hereio, including speciftcally the opting granted the lessee to prevent the termination of this lease
e vear to ycar by the gpavyment ot tendes of the further rental hereinafter proseded far

-~ o -

An annus! rental at the sate of __ LYK _____ peracie shall become due and pivable to the lessor hy the fessee, nir by any transferee or

avsignee of the same, of any parl hereof, where such transfeice vr assgnee has been recognized, snd such transfer or sssignment approved by

the lessor as hercinaflter pravided, upon ecach acte of the 1and above destnbied and then claimed by such lessee, transferec or assignee

hereunder, snd the sasme shall be due and pavable in advance to the Tessor an the suceessive saniversary dates of thiy lease. hut the annusd
rental on any awigament <hall in no event be less than sin dollars {($6.00)

In the event the lessee shall elect to surrender any or all of said scicare, he shati deliver ta the comrmissioner a duly exvecuted relcase
thereof and in event <aid fease hus been recorded, then he shall spon reguest fraonh and deliver to <aid commissianer a certified copy of a
duls reconded relcsse .

S The fesave may at any timie by pavang to the slate of New Mexivo, acting by its commissiones of public Yands, 61 nther authorized
officer, sll amounts then due ax provided herein and the further sum of tep doitars ($10.00), sureender and canced this lease invofar as the
same covers all ar any portion af the lands herein leased and e relieved from further abligations or lability hereonder, in the manner 38
heresnbefore pranided. Provided, this sutrender “clause and the option heren reserved to the lessee shall cease and becayme alsotutely
nnpetative immediately and concurrently with the institution of any <uit i oy court of 1aw or equity by the lessee. lessor, ar any assignee,
to enforce this leace, or any of its teims expressed orimplhied.

6 All pasments due hereunder shalt be misde on or before the day such g avmentic due, incash or by certified exchange af the office of
the conmissioner of public Tands 1n Santa T e, New Menico,

7. The teasee with the connent of the fessor, shall have the rghts to sacgn sl dease in whole nr in part. Provided, however, that no
assignment of an undivided mterest in the leaw o1 inany part therenf nor any asciyiuncent of less than a Yegal subdivision shall be vecognized ot
approved by the lessar. Upon approsal v writing by the Yessor of an assigninent, the asagnors shall stand relieved from all ollisations to the
lessor with respect to the lands embraced in the assigamient and the lessor shalt likewise be selieved fram ali obligations e the assignor as to
such tracts, and the assignee shall suceeed tooall of the rights and privileges of the svagnor with respect to such tracts and slisll he held to have
assumed all of the Jutics and obhipations of the asignor to the Tesser as b such tracts

& In the exvent a well ar swells produciny il ar pas nr pasiong guaatibes should be brougbt in on 1djacent land draining the deaced
premnesiessee studlh dedt such offset wetl or wells as g reasomabiy prodent opcotor wootd dolbunder the same or siiitar circunstances.,

9. The lessee aprees to potifv the fecsar of the Tocation of cach well before s ommercing didboy thereon, tn heep a - nmplete and
accurate Jog of caclt well drlled and (0 fusnich a2 copy thereof, sonifred by soane poison having actual bunaledge of the facts, 1o the lestor
apron the complenion of any well amd 0 fumish the lug of any unforhed well at any e whion seguested 10 do so by e Tersor

1€ any Lmd_x Smbraced in tindTesce shall e andduded in any deed o centrao of 5o ) aes outstan 'y and subsdsting isusd frosenant Lo any
wale made of the surface of such bands praor G the date of this Tease, st sy ayiced o e deetaod that o dottiny Gperatios <hiall he camerced
v any sach bamds so sold untess and until the lessee o bis soapnee shall bave $1ed & poend and suffioent bond with the Yessor 2 required by
taw, to secuse the payment for cach damage 1o the Iivestock, tange, wates, crop s or tapt e inprovemeints on such tamds aciniy be suffered
ty the purcliaver holdmg such deed or contract of purclisc o has sucietsnts oy soason of the desetopiients use and occupation of such
Tands by such jessee Provided, hawerer, that no such bBond cb it e reguoad st s bplindhe cnshall wain e the right ta reguoire such bund te be
giveran the manner provided by 1aw
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EXHIBIT D
Read & Stevens, Inc,
Application for Approval
of
Unorthodox Well Location
NW/4 NW/4 (Unit D), Section 6, Township 11 South,
Range 37 East, N.M,P.M., Lea County, New Mexico

Offsetting Owners or Operators Offsetting Acreage - Interest*
(Name - Address) (Subdivision-Sec.-Twp.~Rnd.)
1. Cotton Petroleum Company ' SW/4 Sec. 34, T10S, R36E, N.M.P.M.
420 Wall Towers West : (Lease covering 0,9765625 interest)
Midland, Texas 79701
2. Exxon Company, U.S.A. Lots 1,2,3,4(9.635416 interest unleased)4
P.O. Box 3116 SE/4(X1.71875 interest unleased), and

Midland, Texas 79701 SW/4(13.28125.interest unleased)
, Sec. 1, T11S, R36E, N.M.P.M.

3. Tom L. Ingram
P.0O. Box 1757
Roswell, New Mexico 88201 Lots 1,2,3,4(leases covering 17.2334
~ interest) SE/4(leases covering 0.56656
interest) ,SW/4 (leases covering 0.56656
interest) Sec. 1, T11S,R36FE, N.M.P.M.

4. Carl A. Schellinger ** Lots 1,2,3,4(leases covering 63.4958
P.0. Box 447 interest), SE/4(leases covering ]
Roswell, New Mexico 88201 75.99552 interest) ,SW/4 (leases covering

72.87052 interest),Sec.l1,T11S5,R36E,

N.M.P.M.;S/2(lease covering all interest.
except those described in Items 1 and 5 .
of this Exhibit)Sec.34,T11S,R36E,N.M.P.M]
and State leased Sec.6,T11S,R37E,N.M.P.M]

5. Southland Royalty Company S/2 Sec.34,T10S,R36E, N,.M.P.M,

1100 Wall Towers West {23.046875 interest - unleased)
Midland, Texas 79701

6. Tenneco 0il Company Lots 1,2,3,4(9.635416 interest unleased),
Suite 200 North SE/4(11,71875 interest unleased), and
6800 Park Ten Boulevard SW/4(13.28125 interest unleased) Sec.l,
San Antonio, Texas 78213 T11S,R36E,N.M.P.M.

* NOTE: Interests are stated as decimal parts of 100% which have been
rounded for facility.

** NOTE: Holds leases for or in which Applicant has a right to acquire
operating rights by drilling of well at location for which
application is made.
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011, CONSERVATTION DIVISION
ENFRGY AND MINFRALS DEPARTMENT
STATE O NEW MIEXT1CO

CASE NO. "“_(0__(_}283m_____

: APPLICATION FOR APPROVAL,
e OF
' | UNORTHODOX WELI, LOCATION

Read & Stevens, Inc., a Now Mexico corporation whose address
is 314 Security National Bank Buildina, P.0O. Box 1518, Roswell,
New Mexicb, 88201, requests the Division Director to refer this
application to an Examiner for hearinu on October 3, 1979; and
after hearing and report enter an Order approving the drilling of
a projected 12,300 foot well located 330 feet from the north line
and 100 feet from the west line of Section 6, Township 11 South,
Range 37 East, N.M.P.M., Lea County, New Mexico, to explore and
produce from the Devonian formaticn; and in support of this appli-
cation Applicant States:

1. Applicant maintains an approvaed blanket vlugging bond
running to the State of New iMexico.

2. For a Permit to Drill, Applicant has filed Form C-101 & 102

simultaneously with the filing of this Application. A copy of

said form is attached as Exhibit A.

3. The land upon which the proposed well is to be drilled

is in New Mexico 0il and Gas Lease No. 1,G-5613. A copy of said
lease is attached as Exhibit B.

4. Applicant has the right to acquire operating rights to
the oil and gas lease described in paragraph 3 above from the
lessee; and the lessee has approved entry of the requested Order.

5. Applicant is informed and believes that there is no well
within one mile of the requested location which presently produces
from the Devonian formation.

6. DMpplicant is informed and believes that the only wells

within one mile of the requested location which have been drilled

i . R B IS |
to the Devonian formation are: .
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(a) The Hill & Mceker "Phillins - Cryer 34" which was
drilled to 12,315 feet in the NEY SW4% Scction 34, 'Township 10 South,
Range 36 Fast, N.M.P.M., and wis o dre hole.  Said well is marked
as "1" on Exhibit C attached.

(b) The Hill & Meckcr "Phillips - Cryer" which was
drilled to 12,333 feet in the NW% SW4% Scction 34, Township 10 South,
Range 36 East, N.M.P.M., and was a dry hole. Said well is marked
as "2" on Exhibit C attached.

{c) The Gulf 0il Corporation "Cryer" which was drilled
to 13,368 feet in the SE% SWY% Section 34, Townshin 10 South, Range
36 East, N.M.P.M., and depleted the Devonian formation and has
been plugged and abandoned. Said well is marked as II;3" on Exhibit
C attached.

7. The only Devonian well drilled and completed in the
"Dickinson Field" is the well described iu paragraph 6(c) above;
and any special field or pool rules which exist by reason of such
well shovld be waived or deemed of no further effect to permit
Applicant to drill a wildcat well at the requested location which
is marked as "Reguested Location” on Fxhibit C attached.

8. The Requested Location is based upon seismic interpretation
which indicates that a well drilled on a regular spacing location
might fail to produce or fully recover available o0il which could
otherwise be obtained from the proration unit.

9. Applicant is informed and believes that the only owners
of unleased mineral interests and the only operators under valid
0il and gas leases which are not held by or for Applicant and may
cover proration or spacing units which offset the unit for which
this application for unorthodox location is made are those named
in Exhibit D attached. By certified mail - return receipt requested,
Appiicant has mailed a copy of this application to all owners and
all operators, except Applicant, named in Exhibit D attachead.

10. Entry of the Order applied for will inure to thé'benefit
of the State of New Mexico, conscrve vésburcés] and prevent under-
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ground waste.

DATED: September 6 , 1979,

Coge, £ ol

ROGER L. COPPLE

Attorney at - Law

P.0. Box 40

Santa Fe, New Mexico 87501
Telephone: 505-982-2515
Attorney for Applicant
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5. Type of Well

£ Ultt Agtesment Yiamae

oereen (] PLUG Back [_] _—
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. Address of Opetatce
P. O, Box 1518, Roswell,
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PROPOSED CASING AND CEMENT PROGRAM
SIZE OF HOLE SIZE OF CASING | #LISGNT PERFOOIT | SLTTING DEPTH |9a0KS OF CEMENT EST. TOP
175" _ iz 3/8" . _ 400 ~_ 400 sx. Circulated
11" 8 5/8" 4200 1200 sx. Circulated
7 7/8" 44" 12300° 700 sx.
We propose to drill end test the Devoniar and inrermediate formations. Approximately
to s rotect fresh water sands, and 8 5/8" intermediate

400' of surfsce casirg will be sct

casing will be set irto

If commercial, 4%" casing will be run and cemented to cover the pav zone with at least

600' of cément .
Mud Program - I'W gel to
KCL-Flosal

BOP Program - BOP's & hydril on 8 S/n"
blind rams tested on trij

is not ded:o

Gas acreadqe

N ADOVE SPACE DEICRIBE FPROPOSED FHOGHAM: If PROPLSA. (1 30 e OR Fluu BACSE,
SIVE BLOWOUTY PRLYLNTER PRCCRAM, IF ANY.

IvE ZONE .

Sen Avire s, Both strinas will be circulated.

the top - th.

4200"', water to above Abo, HCL-Starch-inispak to top of Strawn,

-Drispak to total depth,

Carnring tested daily,

and tested, pire rams

ated,
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NEW ME <00 500 CONSERVATION COMMISS!ON .",' ;,', e, toim C =10, ‘
WELL LOCAT Cid AND ACREAGE DEDICATIO m,m RS ,.ff:’;ﬁ:,’;i':.,‘_:""
N il f\ﬁ
All disturnc s i us? e trom the ruter houndaries oi the s U} S )' 5 .
Operator . T Tt ’ -l"-—- T .'I.‘._‘::A:hig—lgfi Wely <U T
Read & Stevens, Inc, e bickinson er( CON\’ﬁRV;\TfO ot Uy

Unit Letter Section Townahiy - Pk AN BN S N A FN Di “SION o
D 6 . 11-South . 37-kast Lea E .
Actual Footoge [.rneation of Well: T T T T T T e e e o
i 339 feeteen e North .o 100 teertna v West _ltne
> Ground Lpvel E'1 v, N Frrodue,ig nreotlon -] T . —:.- e Acteage:
; edat {__Devonian Lo Mildcat o 49.33 Acres

i 1. Outlinc the acreage dedicated 1o the suhlu el well by colared peneil or hachure marks on the plat below,

; . If more thun one lease is dedicated 1o the well, outline cach and identify the awnership thereof (both as to working
interest and royalty).

3. If more than one lease of Jitferent ownership is dedicated t the well. have the interests of al} owners been consoli-

dated Ly communitization, unitization, force pouling ere?

[ Yes [] Neo H answer is “'yes’ tpe of consnlidation

TR T T A T
| . PR

- If answer is “'na!’ list the owners und tract descriptions which have actually been consolidated. (Use reverse side of
this form if necessary.)

No allowable will be assigned to the well umil «ll interests have heen consolidated {by communitization, unitization,
forced-pooling, or otherwise)or until a non-standurd unit, cllnun.lllng such interests, has been approved by the Commis -
sion.

»

¢
v Read & Stevend, |
e y Inc. !

CERTIFICATION

I hereby certify that the information con-
1ained herein is true ond complete 1o the

(Lots 4 & 5) best of my knowledge and belief.

RS State

ot et e~ Ot ————

flane

John L. Anderson, Jr.

tositien

Agent

omgeany

Read & Stevens, Inc.
Tt

8-27-79

em e
|
|
f

I hereby certify that the well fecetion
shown on this plot wos plotted from field
notes of ectucl surveys mede by me or
under my supervision, end that the some
is nue ond correct to e best of my
know ledge and belief.

b — —_— - = —

’Q.ulo Surveyed
kel

Hvgistered Professional Engineer
melor {Land Surveyor

et ioate No.
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FORM 72 - Cory !
Leasg No. __L8-8613 e APPI rm\ r;u.w R 4 "L97§6]§ /
OIL AND GAS LEASE OIL cops ;?wm Ly
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THIS AGREEMENT, dated this the 38T day of . AUGUST _ SANTA FE Do, 18

made and entered into by and between the state of New Mexico, acting by «nd through the undcmgncd, m commmmnn
of public lands, thereunto duly authornized, party of the first part and hercinafter called th: “lessor”, and

CARL A, SCHELLINGER
P. 0. BOX 447 ROSHELL. _MEM ME)(!CQ,”QB_._QI

party of the second part, hereinafter callcd the ‘Lessee™, whether one or more,
_WITNESSETH:

WHEREAS, the said lessee has filed in the office of the commissiones of public lands an application for an oil and gas
lease covering the lands hereinafter described and has tendesed thezewith the required first payment being not less than the
amount required by law and by the rules and regulations of the New Mexico State Land Office; and

WHEREAS, all of the requirements of law relative to said application and tender have been duly complied with and said
application has been approved and allowed by the commissioner of public lands;

THEREFORE, for and in consideration of the premise‘s as well as the'sum of FORTL_'[HOUSAND AND
MO/100-=2nmzznmmmmesmosmonoenenmmemos ez en e (s 40,000,00 ot

the same being the amount of the lender ahove mentioned, paid 1n cash, and evidenced by official receipt

ro.— .. and of the further sum of S_____.ln_O_gg___ filing fee, and of the covenants and agreements
hereinafter contained on the part of the lessee to be paid, kept and performed, the said lessor has granted and demised,
leased and let, and by these presents doces grant, demise, lease and let unito the said lessee, exclusively, for the sole and only
purpose of exploration, development and production of oil or gas, ur both thereon and therefrom with the right 10 own-all
oil and gas so produced and saved therefrom and not reserved as royalty by the lessor under the terms of this lease, together
with rights-of-way, easements and servitudes for pipelines telephones and telegraph lines, tanks, power houscs, stations,
gasoline plants, and fixtures for producing. treating and caring for such products, and housing and boarding employees, and
any and all rights and privileges necessary, incident to or convenient for the economical operation of said land, for oil and
gas, with right for such purposes to the free use of oil, gas. casing-hcad gas, or water from said lands, but nol from lessor’s
water wells, and with the rights of removing either dunng or after the term hereof, sll and any improvements placed ot
crected on the premises by the lessee, including the right to pull alt czsing, subject, however, to the conditions hereinaflier

sel out, the following described land siluated in the county of _ ._LEA ' , state 6[ New -
Mexico, and more pasticularly described as follows:
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Reserving to the Lessor a cantinuing option te purchinse w0 v time and {rom tiine to fime, at the market
price prevailing in the area on 'the date of pu.um ise. all o any part of the minerals (oil and ¢as) that
will be produced from the Tunds covered by ihis fease
Reserving to the Loessor the tinh to exconte feosos for oo e snnd resouree developrent and upereation
thereon: the night to sell or dispose of the ;.'w-.!. cal reno s af such Lnddss and the right to grant

rights of wuy and cusonmns Gan thee oy oo F ohie e
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To have and 1o hold said tand, sodd all the nghts and povileyes pranted hercnoder Tooaod vt the deaser tor o panrsy tetm of five ve aae
from the dele hereol, and as 1ong thereafter ss ol andd gas in paving qusnbitics i eithier of e as pradec et from syl 1and by the leser,
subject to sl of the terms and conditivny sy heceinalicr set forth

public lande on

In consideration of the premises the pasties covenant snd sgice ac follows

1. Subject to the fiee use without royelly, as hereinbefore provided, the Tevsie shall pay the lessor as toyalls one eighth part of the oil
pwduced and saved from the leased premises of the cash value thereof, at the optinn of the lessor, such value to he the price p evailing the
day ol is 1un into a pipeline, if the il be runinto a pipeiine, or into storsge fanis if the (il be stored

2. Subject to the [ree use-withoal royalty, as heteinbefore provided, at the option of the lesun St any Gane and from tire to time. the
lessee shall pay the lessor as royalty onc eighih part of the gas prodeced and nad frem the Jeased prenoces, wa tuding casingt cad gas Untess
said oplion is exercised by lessor the tessee shall pay the tessar o royalty e eiehtn of the cavh vatue of 1he pas, including (xung head g5,
produced and saved from the leased premises and ' marketed orutilized, vih vatue to bo equal 1o The greater of the folt “ving amanLnts:

(3) the net proceeds derived from the safe of such gas in the hcldj ot

o) five cents ($0.08) pes thousand cubic feet (m.c.f.) the volume nf gas for vaeh purposes 1o be computed on a pnuur:e baus of 10
ounces shove sn assumed atmosphern pressure of 14 4 pounds pes «pusse nich, or 15.025 pounds per square inch absolute, at ¢0%
Fahrenheit, and pursuant 1o appropriate tegulstrans of the commissionet of pubdblic lands which may provade, simong other things,
for » Rowing tempetature of 60 Fahrenheit to be assumed and applied in vohume compitabion i all cases whete a recording
thermometer is not employed by the lessee in gas measurement, and for specific gravity tests at the lessee's expense at intzrvals
not grester Lthan one year in ali cases where » recording gravitometer is not employed by the lessee in gas mezsurement; provided,
however, the cash value for rovalty. purposes of catbon dioxide gas and of hydrocarhon gas delivered to » gasatine plant for
extractiors of hiquid hydrocstbans shill be cqual fo the net praceeds derived from the sale of w-h gas, including ary liquid
hydrocatbons recovered therefrom. .

Notwithstanding the [orqoin; provisions, the lessor, scting by its commissioner of public Jands niay require the payment of royalty for
all or any part of the gas produced and saved under this lease and marketed o1 ulilized at 3 price per ra.c.f. equal to the maximum price being
paid for gas of like Lind and quality and under like conditions in the same ficld o1 zres or may reduce the royalty value of auy such gus{to
any smount not 1ess than the net oraceeds of sale thereol in the hield) if the commiss;oner of public tands shall determine such action to be
necessary to the successful operstinn of the lands for oil Or gas purpases or th envouragement of the greatest ultimate recovery of 0i) 01 gas or
to the promolion of conservation of ail or gas.

This lcase shali not expire at the end of cither the primary or secondary tenm hereof if there is a2 well capable of producing gas in paying
quantitics located upon some part of the lands embdraced herein where such well is shutin due to the inability of the iessee to obtain 2
pipeline connection or to market the gas therefrom; provided, however, the owner of this lease as to the Linds upon which such well is Incated
shall pay an snnual royalty equal to the annual rental payable by such owner nuder the terms of this lease but not fess than «ane hundred
dotiars ($ 100) per well per year, s3id soyalty to be pzid on or before the annnal tental paying date next eneuing «fler the expiratron of ninetly
days from the date said well was shut.in and on or before said rentat date therciafter. The payment of said annuar royalty shall be considered
for all purposes the same as if gas were being produced in paying quantitics 2nd upon the commencenient of marketing of gas from szid well
or wells the royaliy paid for the tease vear in which the gas s lirst martketed shait be credited upon the rayvalty payahle hereunidee to the lessor
foe such year. The provisions of this sec ion shall also apply where sas is being marketed from said Ieaschold premises sind thiough no faul: of
the lessee, the papeline conneclion or market is lost o crases, in which case this Yeasr shall not expire s lony as said annual coyalty is paid as
hercin provided. Notwithstanding the provisions of this seclion to the cantiary, his lesse shall pot be continued after ten years f-uom the date
hereaf for any period of more than five ysars by the ]'\l)'mcnl of said annual royalty.

3. Leswsee aprees to make full seitlement on the 20th day of cach month far al! royalties due the lessor for the freceding month, under
this Icase, and to permil the lessor or its agents, at all reasonable hours, Lo exvamine Iessee’s books relating to the praduction and duposition of
oil and gas produced. Lessee further agrees to submit to lessor annually upon fanms furnished by Tescor, verified eports showing lessee's
operations for the preceding year

4. 1t is expressly agreed that the consideration hercinhefore specified is a good, valid and substantial considerstion and ~ufficient in all
respects to support each and every covenant heran, including specif caily the option granted the lessee to prevent the terminatin oof this leace
from year Lo year, by the payment ot tender of the furthier rental hereinaftes proeded fos

An annua! renta) at the rate of “__25‘___ peracre shall t ecome due arad prs bl to the lecor by the fesare, ar by any tranaforee or
assignee of the same, or any part hereof. where such transfeice v assignee has Feen recognized, and wth trunsfer oy assignment spproved by
the lessor as hescinaftes psovided, upon each acie. of the fand shove Jesctibel and then claimed by such lessee, transferee or assignee
hereunder, and the same shall be due and payable in advance to the lessar on thr successive snnisersary dates of this lease . but the annual
rentad on any awignment shall in no event be less than six doliars (34 00)

In the event the lewsee shali elect to surrender any or atl of sanl acpeage, hir shatl deliver to the commissainner a duly executed release
thereof and in event said lease has been recorded, then he shall spon requect st aoad deliver (o smd commissionze g vertified copy of 3
duly recorded relcase

S The lessee may at any tune By pavang fa the state of New Merivo, wting by o connmissioncr of public lands, or they autharized
officer. all amuunts then due as provided herein and the further ssan of ten doltas ($316.00), surresder and cancel this Ie.uc insofar as the
wame covery all ar any portion of the lands heicin leased antd ' be relieved from further ob tigations or lithidity hereunder, in the manner as
herernbelore provided. Provided, this surtender clause and the oplicn herein resesved to the lescee shall cease and becumie atsolutly
moperative immediately and concurrently with the anstitiran of any ot ir ans court of Baw of equity by the lessee lessor, 'on sy assignee,
to enforce this lense, o1 any of 3t terns expresswed or implied.

6 Al payments due bereunder shall be mafe on or before The day e oooment o duae, e cash o: by certified exchange ot the office of
the ceanminatoner of public Lands i Santa e, New Menico

7. The lessee with the consent of the Tessor, shall have the oghts (o 2agn this Lease in whole ar in part, Provided, hbwever, that no
asvgnment of an undivided interest in the lease o1 in any part thereof nor any asipoment of less thaa 2 begal subdivision shall te secognized or
approved by the lessos. Upon approval inwriting by the lessor of an assignment, the assignor shall stand relieved from all oblizations to the
fessor with tespect (o the lands cmbraced in the assipnment and the lessor shall hibewite be relieved from ail obligations (o the asignor as 1o
such tracts, and the assignee shall succeed to all of the nghts and priviteges of the aspnor with sespect to such tracts and shall be held to have
assumed all of the Jutics and obligations of the awigaor - the lessor as Lo such tracts.

8 In (he event 3 well or wellv producing ol or gavan payving quantities <houhd be brovght i on sdjazent tand draining the teaed
piemnes, jessce shadl ol such offsct well or wells av a reasonabiy prudent opoator voonld drill under the sanie ar simitar circnimstances

9. The lessee aptees to notify the tessor of the lacatior of each well before comunencing drithog thereon, to heep a3 complete and
aocutate Yo of csch welt drilled and to furnish 2 copy. thereof, venified by ware person having actusl knowledge of the facts, In the lessor
i the compleican of any weli wnd e fueaish the log o 1ay walinished well ot wan tune when cequested to do sa by the Ic\wl

1 any bands - mabraced in s leger shall be sactuded in any deed of contract of prrchase outstanding and subsisting ixsued pumunl to any
sale made of the sorface of such bands pasor 1o the date of thisTeasc it iy aprecdlid urderstood that e dnlling operation shall Le commenced
o any such lends <o saeld undess and untit the lessee or his asagnee shat bave filad 2 god” "3 and suff sent bond with the lessoy as required by
Taw, to squre the payment for cach Lanage to the ivestock, sange, water, s rops or taegalle snprove meats on such lands ac mey be sulfered
bty the purchaser holding such deed or contract of purchase, o1 his successars, by teason of the developrments. use and nccf;pllil)n of such
fands by such dessee Provided, however, that no spch bond shall Be seguuaed of soo b por bece shall waive the right 1o reqgaize such bond to be
govenan the manner provided by Fan :
.
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EXHIBIT D

Read & Stevens, Inc.
Application for Approval

Unorthodox Well lLocation

NW/4 NW/4 (Unit D), Section 6, Townchip 11 South,

Range 37 East, N.M.P.M.,

Lea Count:y, New Mexico

Offsetting Owners or Operators

(Name - Address)

1.

** NOTE:

Cotton Petroleum Company
420 Wall Towers West
Midland, Texas 79701

“Exxon Company, U.S.A.

P.0. Box 3116
Midiand, Texas 79701

Tom L. Ingram
P.0O. Box 1757
Roswell, New Mexico 88201

L]

‘Carl A. Schellinger **

P.O. Box 447 -
Roswell, New Mexico 88201

Southland Royalty Company
1100 wWwall Towers West
Midland, Texas 79701

Tenneco 0Oil Company
Suite 200 North

6800 Park Ten Boulevard
San Antonio, Texas 78213

Of fsetting Acreage - Interest*
(Subdivision-Sec.-Twp.-Rna.)

SW/4 Sec. 34, T10S, R36E, N.M.P.M.
(Lease covering 0.9765625 interest)

Lots 1,2,3,4(9.635416 interest unleased)
SE/4(11.71875 interest unleased), and
SW/4(13.28125 interest unleased)

Sec. 1, T11S, R36F, N.M.P.M.

Lots 1,2,3,4(leases covering 17.2334
interest) SFE/4{leases covering 0.56656
interest) ,S8W/4 (l1eases covering (1.56656
interest) Sec. 1, T11S,R36F, N.M.P.M,

Iots 1,2,3,4(leases covering 63.4958
interest), SE/4 (leases covering

75.99552 interest),SW/4 {leases covering
72.87052 interest),Sec.l,T11S,R36F,
N.M.P.M.;S/2{lease covering all interest
except those described in Items 1 and 5
of this Exhibit)Sec.34,7T11S,R36E,N.M.P.M
and State leased Sec.6,7T11S,R37E,N.M.P.M

S/2 Sec.34,T10S,R36E, N.M.P.M,
(23.046875 interest - unleased)

Lots 1,2,3,4(9.5635416 interest unleased),
SE/4(11.71875 interest unleased), and
SW/4(13.28125 interest unleased) Sec.l,
T11S,R36E,N.M.P.M.

NOTE: Interests are stated as decimal parts of 103% which have been

rounded for facility.

IR T B I

Holds leases for or in which Applicant has a right to acquire
operating rights by drilling of well at location for which
application is made.
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ROGER L. COPPLE oI

CONSERVATION DIvision

ATTORNEY AT LAW

209 EAST MARCY - P, O. BOX 40
SANTA FE, NEW MEXICO 87501 y _5

(50%5) 982-2515 ' .
September 6, 1979 ﬂdbu.(\{'?jéd—/ W

0il Conservation Division ,////
P.0O. Box 1980 /////’
Hobbs, New Mexico 88240 -

Re: Read & Stevens, Inc.
Application for Approval of Unorthodox Well Location
NW/4 (Lot 1 - Unit D) Section 6, "Township 11 South, Range 37
Fast, N.M.P.M., Lea County, New Mexico.

Gentlemen:

In connection with the caoptioned matter and pursuant to Rule
1302, I enclose for filing:

1. Five covies of Form C-101 with Form C-102 attached.

2. Original and Two copies of Application fcr Approval of
Unorthodox Well Location.

These materials are to be plocessed in order that the Applica-
tion for Approval of ULnorthodox Well Location may be advertised,
referred to an examiner, and set for hearing on October 3, 1979.

Your prompt attention to the handling of these materials will
be greatly appreciated.

Sincerely yours,

ROGER L. COPPLEL

RLC/jp

w/encls.

cc: Read & Stevens, Inc.
P.O. Box 1518
Roswell, New Mexico 88201
Attn: John L. Anderson, Jr.

Ernest L. Padilla, Attorney
0il Conservation Division
P.0O. Box 2088

Santa Fe, New Mexico 87501

e e
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OI1. CONSERVATION DIVISION OIL CONsE
ENERGY AND MINERALS DEPARTMENT S:x’T‘Z’ON DIVISIoN
STATE OF NEW MEXTCO Fe -

case no. (0,83

APPLICATION FOR APPROVAL
OF
UNORTHODOX WELI, LOCATION

Read & Stevens, Inc., a New Mexico corporation whose address
is 314 Security National ﬁank Building, P.0. Box 1518, Rosweli;
New Mexico, 88201, requests the Division Director to refer this
application to an Examiner for hearing on October 3, 197§; and
after hearing and report enter an Order approving the drilling of
a projected 12,300 foot well located 330 feet from the north line
and 100 feet from the west line of Section 6, Township 11 South,
Range 37 East, N.M.P.M., Lea County, Ncw Mexico, to explore and
produce from the Devonian formation; and in support of this appli-
, } R o cation Applicant States:

1. Applicant maintains an approved blanket plugging bond
running to the State of New Mexico.

2. For a Permit to Drill, Applicant has filed Form C-101 & 102
simultanecusly with the filing of this Application. A copy of
said form is attached as Exhibit A.

3. The land upon which the propcsed well is to be drilled
is in New Mexico 0Oil and Gas Lease No. LG-5613. A copy of said

lease is attached as Exhibit B.

4. Applicant has the right to acquive operating rights to
the o0il and gas lease described in paragraph 3 above from the
lessee; and the lessee has approved entry of the requested Order.

5. Applicant is informed and belicves that there is no well
within one mile of the requested Jocation which nresently produces
from the Devonian formation.

6. Applicant is informed and belicves that the only wells

within one mile of the requestcd location which have heen drilled

gl

to the Devonian formation are:

[

|

2enE Mpdai
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It Ty

(a} ‘The Hill & Meccker "Phillips - Cryer 34" which was
drilled to 12,315 feect in the NEY% SW4% Section 34, Township 10 South,
Range 36 Fast, N.M.P.M., and was a dry hole. Said well is marked
as "1" on Exhibit C attached.

(b) The Hill & Mecker "Phillips - Cryer" which was
drilled to 12,333 feet in the NW4% SW4 Section 34, Township 10 South,

TRange 36 Fast, N.M.P.M., and Qas a dry hole. Said well is marked
as "2" on Exhibit C attached.

{c) The Gulf 0il Corpbration "Cryer" which was drilled
to 13,368 feet in the SE% SW4% Section 34, Township 10 South, Range
36 East, N.M.P.M., and depleted the Devonian formation and has
been plugged -and abandoned. Said well is marked as "3" on Exhibit
C attached.

7. The only Devrnian well drilled and completed in the
"Dickinson Field" is the well described in paraqgraph 6{c) above;
and any special field or pool rules which exist by reason of such
weil should be waived or deemed of no further effect to permit
Applicant to dArill! a wildcat well at the requested location which
is marked as "Requested Location" on Fxhibit C attached.

8. The Requested Location is based upon seismic interpretation
which indicates that a well drilled on a reqgular spacing location
might fail to produce or fully recover aveilable oil which could
otherwise be obtained from the proration unit.

9. Applicant is informed and believes that the only owners
of unleased mineral interests and the only operafbrs under valid
cil and gas leases which are not held by or for Applicant and may
cover proration ‘or spacing units which offset the unit for which
this application for unorthodox location is made are those named
in Exhibit D attached. By certified mail - return receipt requested,
Applicant has mailed a copy of this application to all owners and
all operators, except Applicant, named in Frhibit D attached.

10. Entry of the Order applicd for will inure to the benefit

of the State of New Mexico, conscrve resovrces, Lnd prevent under-

-2-




ground waste.

DATED: September 6 , 1879, m
- N

ROGER L. COPPLE
Attorney at Law
P.O. Box 40 ,
Santa Fe, New Mexico 87501
Telephone: 505-982-2515
Attorney for Applicant
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NEW ME 20O Sl CONSERVATION COM
WELL LOCAYT. O AND ACREAGE DEDICA

L . o “_‘_All_iﬂl-{:r.u et |~ lmnz the wuter humdunel of ‘25’ ecion T

Cperaior » Leare GONSERVATTON DIV 9{0”:- T
Read & Stevens, Inc. .  bickinson xtut.  SANTAFE e

Unit Letter Centn ['l‘awnr'-l; BTV oty

b l_& . {.._11-South Ll 37k Lea

Actual Foola o Ler stier o f #wiell: T TTT T T mm e e e e e e
330 oo feettemibe  North .. .. 100 e West o na. .

Ground L.pvel | ey, Froducing Vonnatlon RS ’ Dttt Arreerge
== bevoni an e _Wildeat . 49.33 At

1. Ouiline the acreage dedicated to the ~uh|« ot owell h\ colared pencil or hachure marks on the plat below.

2. {f-inore than one lease is dedicated 1y e velll autlive cach and identifs the ownceship thereof (hoth as to workine
interest and royaly).

3. i more than one lease of Jifferent ownersh poin dedicated to the well, have the interests of all owners been consoli-

’

dated by communitization. wnitization. forer poanling. vt !

(] Yes [7] No I ankwer s *'ves” type of consolidation . -

I answer is *'na}’ list the owners und tract descriptions which have actually been consolidated. (Use reverse side of

this form il necessary.)

No allowable will be assigned to the well untit all intererts have heen consolidated (by communitization, unitization.
focced-poonling, or otheraise)or until a non-standaed unit, eliminating such interests, hus been approved by the Commis-

sion.
i T CERTIFICATION
Read & Stevensy, T .
v Inc. !
: 1 hereby certify thot the information con-
I | tained herein is true ond complete 1o the
(lots 4 & 5) ) ' best of my inow'odqo and bellef.
I
!
State ! ! - —— :
S * . - — o - T ep—
John L. Anderson, Jr.
! i toesith n
| I
Agent
I 1 oy
H
! : Read & Stevens, Inc.
} IR
|
| , 8-27-179
L - N
e
: a
! | | hereby certify that the well locetion
{ | shown on this plat wos plotred from field
! I notes of octuol surveys mede by me or
l ) under my supervision, and thet the zeme
l | is trve and correct 1 she best of my
| | ) kriow ledge and belief.
e — - — - ————*--—-o — e e - - - - - 1» —_———— — = —_— —
! |
; l v te Surveyed ]
| {
i Hostered Professional Englneer
} an-Vor {.and Surveyor
| '
A -
H—.:.Fq L Y—— Ty . - Jo—— T Hl anery | angicate No,
.30 1320 1830 1eAn 21C 2640 spve Yoo 1000 ®00 o
~




¥ _"3’ (,:’E i on
FORM 72 - COPY /]7/ “wm..“}\;.\?:_],; Y
LEast NO. _ L8-5613 L J SEsa P /7 L8-5613

OlL AND G \sqm MSEE\{J

THIS AGREEMENT, dated this the __ 38T guy ot SNW%P{Y’SLQU_“_", vh.19 18 .

made and entered into by and between the state of New Mexico, avting by and thiough the urderugned, ity commissioner
of public Jands, thereunto duly authanzed, party of the first part ansl herowaltes called the “'eisor™ and

CARL A, SCHELLINGER e
P, 0. BOX 447 ROSHELL NEW MEXIZO 88201

party of the second part, heresnafter calhd the “lessee™, whether one o 1o,
WITNESSETN:

WHEREAS, the s53id tessee has fded in the office of the commisaine 1 of public lands an applicatton for an il and gas
lease covering the lands hereinaflter described and has tendered therewith the sequired first payment bheing not less than the
amounl reguired by law and by the rules andregulations of the New Me aen State Land Office . and

WHEREAS, alt of the requirements of law reative to said application znd tender have been duly complicd with and said

application has been approved and allowed by the commusstoner of public lands;
THEREFORE, for and in consideration of the premisces as well a« the sum nf | FORTY THOUSAND ANJJ__
N0/)O00-ccmmncnccnaa e rmeeeee e emam - eea « 40,000 200

} Dollars,
the same being the amount of the tender abuve mentioned, pud an cash, and evidenced by offiaal receipt

no. and of the further sum of SN___].QLQQ_M_ f1ing fee, and of the covenants and agrezments
hereinafter contained on the part of the lessee to be paid, kept and prefornined, the sad lessor has granted and demised,
Jeased and let, and by thesc presents does grant, demise, tease and et unto the said lessee, exclusively, for the sole and only
purpose of exploration, development and produchion of ol or gas, «r both thereon and therefrom with the right to own all
oil and gas so produced and saved thereftom and n ot reserved as royalty by the lessor under the terms of this lease] together
with rights-of-way, easements and servitudes for pipelires telephones aid telegraph lines. tanks, power houscs, stations,
gasoline plants, and fixtures for produ-ing, treating and ca:ng for sach produ s, and housing and bouding employees, and
any and ali nghts and privileges necessary, incident to o: convenient {or the veonomicat operation of said land. for oil and
gas, with right for such purposes 10 the free use of oil, gas casing head pas ar water from said tands, but not from lessor’s
water wells, and with the rights of removing either duning ar after the term hereof, all and any improvements placed or
erected on the premises by the lessee, including the nighe to pull all < asing. subject, however, to the conditions hereinafler

- - 1l

sct out, the following desvribed land situated 1n the county of | LE__A S Cstate of New
Mcxico, and more particularly described as follows
LTI T T T T T S e praninit | Tremremee= e e - - - e 1 - 1 . - R - — s em
BDIVISION Sac.  Twp.. Ege. Acres . Tnstitullon
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Seid tands having been pwarded L feavee and Jdevigusted as fra @ N AO' ﬁ cocLdtapablic sns bl by ahe L inoveeuoner of

- I/‘a» .t ’B' vt et oby abirer inndy gre ooffered gt panty (4 )

To have snd (o hold sd Tend acd ot the ettty sod prisdeyecpacted b, ol o b gt e the *evre foor @ pte oaes s 00 o Biee et
from the date herenf, and s long theresfier av onl aed gasm pavang queabto s o ether 0t e peades el froee sl ton . the leswre
subpct 10 8l of the tern and conditivny ay hierereafior set furih

public lendson

In consderstion of the premaves the pacfies concnant snd spece 2 follons

) Subject 1o the free use withaut ravalty, o herembefore poovaded the dees ¢ bbb pay Bhelean o v o' cne cptetly ot of e taf
ploduccd and ssved Trom the leated premsses or the cash vatue thereo! st the e af the Tewanr, v catur to e the ¢ rve o evathing the
day ol i3 run into a pipeline, if the oih be run 1nto 8 papeline ar it starsse tane s of the il he dered

2. Sudject to the free ute withoot covalty, as heresnbelore pooandrd v ibe cpte nod the testr ot any e and Yroum hae to ime, the
lessee shall pay the lessor as ray alty wne exghth part of the gavprond cedba o ovie e e Jeased pren nes untuding Caang b ey, gas Unlens
s0id option i excrcised by lessor the lesser shall pay The textar as o s alt, cue eyt 27 vhe cosh salue o che gae arcindeny cavng head [ZIN
producad and saved from the leasved promuirs avd masdeted vrotiize 1 hagtor ot e tethe gieates of the foll wang s s

(8) the net proceeds Jerved Trom the sate of cuch gas i the Ticdd o

(b) five cents {$0.08) per thousand cubic feet (i £ the votume ol § T - b poapesestob campated aon 8 pres ur ba g of §10
ounces ahave an assumed atmacphen presture of 14 4 pondoper spasie b o EC 028 pounde per wquace sirch gbedute at /0%
Fohtenhert, and pursuant to sppropoate cegulstinns of the cvammmcnncer of futlic iandywhah may provade, s civer Hungs,
for s Nowing tempeesture of 40" }aheenheit Lo be assumed and apphie 1 sotame computation o all caves where ¢ t-cording
thermometer i3 not emploved by the lessce in gas messurenent, and Lo spr-tlic Yravity qests a0 the *evcee’s expense 3t interals
not grester than one year in il caser where a recording grasstometer iv et 1 iy =1 by the fev-e s o ga. rieasyizenient, provided,
however, the cash value for revalty purposes of carben divude pn v o dvdrecarhon g letnered {0 8 gavatine piant for
extractivn of hiquid hydrocathons shall be equal 1o the tet crocert v o} loam the sale of o n gay, g dag ar s b sid
hydeacarbons recovered therefrom

Notwithstanding the foseguung provinions, the lessur, acting by iie comtnsion = of pubite Iandy may reqaire the favrent of royalty for
sil or any pert of the gos produced aid saved under ths legse and nuad eted cr vt e i ata price perin ¢ [ equal to the marximun. price being
psid for gas of hke dind and quality and undes like condutions 1 Ine ame field v ates of may reduce the toyalty value of any wuch gos (10
any smount nol léss than the nel proceeds of sale thereof in the field) if the o mnssivner of public Iands slatl determine such action 1o be
necessary to the successful operation of the lands for oil Or gas prupases ar to encentagenment of the greste ! vitimats recovers of ail or gas or
to the promuotion of consenation of ¢il or gas

This lcase shall not expire 3t the end of cither the primary or secondary term horeol if thereis 3 el capable of produiing yas in paying
quantitses located upon some part of the Jands embrsced hercin swhere such asedl v shutan due te the inshility of the lessee 10 obtain 8
pipehine connectivn of to marketl the gas thereflrom; pumd:d hoowe es the comncr ot 11 v Ceane as to the ban s vpon which such woll s lncated
shall pay an annual loylll) equal to the annusl rental pavahle By such saness ander e terms nf thas 'eas hut nat jeec than <nte hundred
dollars (3100) per well per yeatr, sard rovalts to be paid on or befor the aunae) svnta paving date nest encnng afler the exgnat-on of ninely
days from the date said well was shut i and on or befare said rent < date Whercafier The pryment of sod arnual foy Aty Biall S considersd
fur all purposes the sane as if gas were being produced in pay ing Qua tities and upe-r 1P € ¢ mmencericrd o' markei:r 2 of gas from sanf well
or welly the rovalty paid for the lease year tn whith the gas is first srnatr eted tall Lo o=died upon the toval?y payshic hereunder 1 the lewtor
for such year. The provisions of this section shalt also apply whreee gasis being marb eted frai said less hold premases and 1 gl no fault of
the lessee, the papeline connection cr msrhet 15 lost Of ceases, in Which ¢ 8%¢ Tha leasr shdl not expire v long as 33id ainu b iy vty iy paid s
heiein provided Natwithstanding the provisiens of this section to the conteary  thas toase shall not be «ont'nu-d after ten \-un[ am the date
hereof fur any penod of more than five ygare by the payiment of suid snous) 1oy atts .

3. Lessec agrees fo make full settlement on the 20th dey of cach month for al' 1oy slties due thie 12501 for the preceding month, under
this lesse, and tu permil the fessor o1 1ts agents, at all reasnnabile hours, t0 examin=- leasee s booky relating to the production and dapostinon of
ol and gas praduced lexsee Turther sgrees 10 subnnl to lessor aanually upon fooer furnisthied by Teswnr, verified teports thowing teawe's
aperations for the preceding year -

4 It is cypressly ageced that gte conudrration heroimbefare apeetfird Lo a s o sl ard suhvianiaal o nanderation anal wenlan all
tespects tosupport exch and every covenant hieven andduding speaifs ally "1y 1 0 coted the lessee o peecent the Coarein gt i 8 this Te s
froemmy year 1o year by the pasenent ot toander af the Parthier ecntal bevsnatter jooe 0 telt four

An annual tenial at the rate of 25‘ e Peratre shall beconre a1 pae Bt the Tevaor By Lare desses of by ary e feroe of
xwoignee of the same, o3 any part heteot where stich tivasfe e o1 gwace~ b P evno s o gprozed. and s oh tienster oo caapnanent approved by
the lessur as hercinafter pronred. vpon cach acre of the land rheve descebed 50 then claimed by such tewee. tranderce or anwgnee
hereunder, ard the sanie shisll be duc and pavable 1 advanie o e e e e cstive annisersnry Jdates of s Jease but the annual
rental on any awignment shall @t o ervent be foss than sviv dollass 4 an

In the event the leawve shiatl cic. 1 6 sarrender any ar ail of s a2 e aype oot dehiver 10 the o vnaasaone . o bty cve uted retease
thereof and o event sard Tease has Te v nde o then hie 007 pon eeger 0000 0 sd deliver (o s nd comamsaarr s o ceubed copy ol a
Julby reconded el ane

S The dessee tnay at any fane beogaavany to the thate of Now Mex 00 oy Bt Cortranivtions s of g oybhic tands o ether authonged
officer, ali sttiounts then due as providcd hesein and the foarthier s of 170 Geairar - (3P0 0Q), surtendes and cancer this tease tisafar g4 the
wme covers all ur any poartton of the tands bercis: leased an! Lo celieved h v furthee atiigations 1 liability hereunder, 10 the manne:s 33
hereindbefore provided Proveted, this surrender Jdause and the ptfwn herer re orved 1o the lessee shall cease 2ad hecame at-colulely
wmoperatine immediaiely wd concutrently with the stitutian of Fry <oit e oo conrt af law or eqinly by the lessee Tessar. or iy a.signee,
to enforce ths tente, or any of st terms exjreessed o implied

I be vnade on or before *hie day st e et due, incash o by certified ecchanee uf the office of
¢« be New Mevwn

6 Al pasments due hercunder <}
the vaoansnesaooer ! pabin Lol S

T The lessce with the conaent of the dessar, thall have he vighte tee po o o0 etan Toase in whole e an parl. Prosvided, hawever, thal no
sagnment of an nnbisaded interost o the Tease o0 any part thereof no1 a5y av sl of Tess than a tegal subdivision thall be recognized or
approved by the lesser Upon appisa dan waiting by the e of an ssapraneot e avpoaor shall «13ad relieved from all oblic ations Lo the
tessor with reaprel to the Tanads cmmbraced i the asagnaient and e lecear shatl b esw oo Ve relieved fi-:m 2l obligatinns 1o the 4 8ignns a8 to
vorh tracts, and the assginee shall vuccced G all of the aghite ood pricteges o 3t v s wath respect oo such tracts and sl he hebd so have
avsumied all of the datrec and obhigations of flee inapnos G the Fessr as S b 1oy 1

8 1o ke exent a well wr ol prodicsay oal e ga sy avTing 4
pocinnesdessoe abatl Jol e h etét sl v well as waeasanat by ponde

tere st L be brought o Jiacent Lend dsavuog the lesed
e o cob dnth under the saoae af sunatar Cirg oAt e es.

9 The Lissed ayrees tao pobfy it G of the tooyaon of eah welt 1od ae commaner vang de' rgp therenn, ta beep a canplete and
vautate bop of eanbowell didied and 1 faronbh 3 copy therenf var fred by » one g oo o hoaving actiza! heawtedge of the facts, 10 the lestor
1on the comgteaent of any well and @0 b b the bog of gy anfimnhet wedl o o i whion requested 1+ da so by the lesor

1t any 1adds cabsaced o o loa o bal Y andduded e any doed v oo s Lo cotdandiog and subtasting raaged pursuant 1o any
e made of the sutface of sach tae boparor tothe date of the dease at e gyt o 8 edec tovnd that nee dndting op-rate-r shall be commenced
crcany sech Loty s sord sadess aet anad tte e et he wag - kbl b et Lopcs and <uff ot bond wath the Trasar as required by
faw, o acute e paviment for a b Sonaye 1o the boestogh rge wateo cooe ot gt Ye nnpraviere i e such Tirds as may be sulfcred
by the pusctioer hobdmg sack 1 od vr contract oof purchiase o b o AR cor ol the devcang cnty ase and acvapation of such
faiade by wuch desvee Frosnded howover that noosra b bt ab i b 0wy e gt bt s shallwacie the gttt tore g see vah hond to be
gorctiarcthe tneanee provade $ b e

JO U Aoy woetl albw ol =t oo L L T T LT FUU Cocaees e it qore et e s part of the
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EXHIBIT D
Recad & Stevens, Inc.
Application for Approval
of
Unorthodox Well Location

NW/4 NW/4 (Unit D), Section 6, Township 11 South,
Range 37 East, N.M,P.M.,

Offsetting Owners or Operators
{Name - Address)

Lea County,

New Mexico

Of fsetting Acreage - Interest?
(Subdivision-Sec.-Twp.=-Rna,)
Cotton Petroleum Company

sSW/4 Sec. 34,
420 Wall Tovers West
Midland, Texas 79701

1.

T10S, R36E, N.M.P.M,
(Lease covering 0.9765625 interest)

Exxon Company, U.S.A.
P.O0. Box 3116

Lots 1,2,3,4(9.635416 interest unfeased)‘
Midland, Texas 79701

SE/4(11.71875 interest unleased), and

SW/4(13.28125 . interest unleased)
Sec. 1, T11S, R36F, N.M.P.M.,
3. Tom L. Ingram

P.0. Box 1757
Roswell, New Mexico 88201

‘Lots 1,2,3,4(leases covering 17.2334
interest) SF/4(leases covering 0.56656
interest) ,SW/4 (leases covering 0.56656

interest) Sec. 1, T11S,R36EFE, N.M.P.M,
4. Carl Aa. Scheilinger * *

P.O. Box 447

Lots 1,2,3,4{leases covering 63.4958
Roswell,

interest), SE/4(leases covering
New Mexico 88201 75.99552 interest),SW/4 (leases covering
72.87052 interest),Sec.l1,Tl1S,R36E,
N.M.P.M.;5/2(lease covering all interest.
except those described in Items 1 and 5 .
of this Exhibit)Sec.34,7T11S,R36E,N.M.P.M:

and State leased Sec.6,T11S,R37E,N.M.P.M.
i 5. Southland Royalty Company S/2 Sec.34,T10S,R36E, N.M.P.M,
i 1100 wall Towers West (23.046875 interest - unleased)
£ Midland, Texas 79701
) |
§ 6. Tenneco 0il Company
# Suite 200 North

Lots 1,2,3,4(9.635416 interest unleased),
SE/4(11.71875 interest unleased), and '
SW/4(13.28125 interest unleased) Sec.l,
\
)

6800 Park Ten Boulevard
San Antonio, Texas 78213

T11S,R36E,N.M.P. M.

J

[

NOTE: Interests are stated as decimal parts of 100% which have been
rounded for facility.
** NOTE:

Holds leases for or in which Applicant has a right to acquire

operating rights by drilling of well at location for which
application is made.
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JASPER and BUELL
Altorncys

121 East Palace Avenue
Post Office Box 1626
Santa Fe, New Mexico 87501
. £05. 988-2841

Joha G. Jasper
Sumner G. Buell

el VLD &}

‘E‘L 198
r \_‘;‘__‘_,,.-'
i §
Y] sERP7 1973
El “!‘ .

Ay I
i

September 20, 1979 P
ISZRYATION DIVISION

) | CON
A SANTA FE

0Oil Conservation Division

New Mexico Energy & Minerals Department
Post Office Box 2088

Santa Fe, New Mexico 87503

: Re: Case No. 6683 _

Application of Read & Stevens for

Unorthodox Well Location
Gentlemen:
Enclosed is the original and two copies of an Entry of
Appearance on behalf of the applicant in the above
case. Please file them as may be necessary.

Very .truly yours,

/
Sttt
LL

5GB/jc

Enclosures as noted

3 KRl it e ot



f NEW MEXICO ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

! IN THE MATTER OF THE APPLICATION
' OF READ & STEVENS, INC. FOR :
| UNORTHODOX WELL LOCATION IN CASE NO. 6683
SECTION 6, TOWMSHIP 11 SOUTH, -

‘«.’_‘— i RANGE 37 EAST, N.MDP -Mo' LEA
o : COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

Comes now the firm of Jasper & Buell and enters its

; appearance in this matter on behalf of the applicant, Read &

Stevens, Inc.

JASPER & BUELL

By %WM

Sumner G. Buell

Attorney for Applicant
Post Office Box 1626

Santa Fe, New Mexico 87501
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NEW MEXICO ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

g . OF READ & STEVENS, INC. FOR ‘ »
! ‘ ; UNORTHODOX WELL LOCATION IN . CASE NO. 6683
. ~ o _ SECTION 6, TOWNSHIP 11 SOUTH, '

RANGE 37 EAST, N.M.P.M., LEA

COUNTY, NEW MEXICO.

e —,
SRR
LT

R
IR RN

ENTRY OF APPEARANCE

Comes now the firm of Jasper & Buell and enters its

appearance in this matter on behalf of the applicant, Read &
Stevens, Inc.
JASPER & BUELL
By@ﬂ/»—»m
S3dmner G. Buell/
Attorney for Applicant

Post Office Box 1626
Santa Fe, New Mexico 87501
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NEW MEXICO ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF READ & STEVENS, INC. FOR

UNORTHODOX WELL LOCATION IN CASE NO. 6683
SECTION 6, TOWNSHIP 11 SOUTH,

RANGE 37 EAZT, N.M.P.M., LEA

COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

Comes now the firm of Jasper & Buell and enters its

appearance in this matter on behalf of the applicant, Read &

Stevens, Inc.

JASPER & BUELL

By

Sumner G. Buel¥

Attorney for Applicant
Post Office Box 1626

Santa Fe, New Mexico 87501
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Ii — e - . —— e . T ,‘.O
e  ORDER OF THE DIVISION‘—

|
| STATE OF NEW MEXICO

ENFRGY AND MINERALS DEPARTMENT
Q- © v OIL CONSLERVATION DIVISION

,i
- :
IN THE MATTER OF THE HEARING

I CALLED BY THE OIL CONSERVATION
"DIVI ION FOR THE PURPOSE OF
CONSIDERING: T I T

CASE NO., 6683

3
l_l
: =2 4

..~ . - . QOrder No, R—G‘?’:,J:

l
!
) 0IL

| BOR A NON-STANDARD /PROKATION UNIT,

_LEA— - couNTY, NEW MEXICO.

-BY THE DIVISION:

This cause came on for hearing at 9 a.m. on QOctober 2

L I

i
]

! APPLICATION OF READ & STEVENSL INC. FOR AN UNORTHODOX WELL LOCATION AND;&

o —— ———

‘
'
I
?

11978 - , at Santa Fe, New Mexico, before Examiner Richard L. Stamets'

1D:!.:lrector, having considered the testimony, the record, and the

I
I

i recommendations of the Examiner, and being fully advised in _ the
,premises,

FINDS:

(1) That due public notice having been given as required by

law, the Division has jurisdiction of this cause and the subject

matter thereof,.
. fe,, Ja«c/gs?éwu: Ine,
(2) That tye applieant, Ieke L. @amen,’ seeks approval of
an unorthodox & well location 3356 feet from the North line
and 66 feet from the We? line of Sectlon &7, Township # South,

Range 37 East, NMPM, to test the Hweiws» formation, Dri 75 5557 L0 v ey

" +. Pool, Lea County, New Mexico.

NOW, on this___-- - day of__ - October , 19.79 -, the D1v1sz.on

? C@@ | That the applicant, @M o e v

seeks approval of a49 33 -acre non-standard gal proration unit

—

[
!'comprising e Lots § and & . of Section 6 , Town-
;ship 11 South , Range 37 East __» NMPM, to be dedicated to
;‘:a.— 30/(! // ‘t ... _____ <)

!E (b‘) ) That the entire non-stan’dard proration unit may reasonably

il
'be presumed productive of qaa from the _,Q,c.{,um &M., M

i

|GB% Pool and that the entire non-standard q;aé proration unit can
Hbe efficiently and economically drained and developed by the
aforesaid well.,

i
ii
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(9) 2) That a well at the proposed location is at a standard
location relative to the North and South lines of mﬁe&eev

CR@28s Ve nom svandard proretomm weii.

(07 (8 That a well at the proposed location is é percent
closer to the Wa&st line of said pwmress u«/¥ than permitted . &Re
ré)' DlU'S(&"‘ ﬁ“/' aM(/ @? u/&’{&‘v‘ P

II) @) That a well at the proposed location will have an area
of dralnage in the tkvowon  formation which extends 59 net acres

OuV(S-C/f %’( rontaon uw¥ . more than a well located at a standard

location Vfewem .

1) »®) That to offset the advantage gained over the protesting
fset operator, production from the well at the proposed

unorthodox location should be limited from the
4 non-Stoudard location Penal-h, Devouién OC"”“‘A&”
(19) &

at such limitation should be based upon the variation
of the lofation from a standard location and the /9 net-acre
encroachfment described in Flndlng No. {(//) above, and may "
best accomplished by assigning a well at the proposed loca- '
tion Gen—aexeage factor of 0.72 (]00 percent North/South factor

plus 39 percent East/West factor plus &5 percent net-acre factor

divided by 3).

/? That approval of the subjeact application subject to
thé "above limitation will afford the applicant the{opportunlty
to produce its just and equitable share of the dak! in the
subject pool, will prevent the economic loss caused by the
drilling of unnecessary wells, avoid the augmentation of risk
arising from the drilling of an excessive number of wells,
and will otherwise prevent waste and protect correlative
rights.

IT IS THEREFORE ORDERED:

(1) That an unorthodox o:/ well locatlon for the Ueuomm
formatlon is hereby approved for a Fead owd Stevew s , Tuc.  cani o
‘ wel/ " to be located at a point 230 feet
from the North line and /6é feet from the Z/es# line of
Section.b , Township // South, Range 37 East, NMPM, Drcfiinsom
D{LN)"HO"- : - PoOl, Aleot® County, New Mexico.

i T AR 01]

(1) That a 49.33  —acre non-standard gfd.fx proration unit

n—the —@de—Pool comprising thke Lots &

W A a»;a/f """ 'C%Sg';égxoxf'e‘c:’f{-p} ér—'Pwash:p—H—S'&&-t-h R
; |
|
|

W*—éq—h‘s't———rm-ﬁ—*ea*————cmmtym,
. skel)
is hereby established andadedicated to me

the above-descrlbed well. N
' & nen sStandard |acarien pens
(3) That said well is hereby assi gmw
factor of 0.72 in the [evowwn formation,
&mem

fLoctor of .23, Por a Combined cilasable Pactor ©.29.
- (4) That jurisdiction of this cause is retained for the




