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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
25 May 1983

EXAMINER HEARING

IN THE MATTER OF:

Application of Rio Pecos Corporation CASE
for an unorthodox gas well location, 7876
Eddy County, New Mexico.

BLFORE:

Richard L. Stamets, Examiner

TRARSCRIPT Cf (IEARING

APPEARANCES

For the 0il Conservation
Division:

For the Applicant:

W. Perry Pearce, Esqg.
Legal Counsel to the Divisionj|.
State Land Office Bldg.

Santa Fe, New Mexico 87501

W. Thomas Kellahin, Esq..
KELLAHIN & XELLAHIN

P, 0. Box 2265

Santa Fe, New Mexico 87501
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I NDZEX

SCOTT WILSON

Direct Examination by Mr. Kellahin

MARK WILSON

Direct Examination by Mr. Kellahin

EXHIBITS

Applicant Exhibit One, Plat. -
Applicant Exhibit Two, Isopach '

Applicant Exhibit Three, Cross Section
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MR, STAMETS: We'll call next Case 7876,

MR. PEARCE: That case is on the appli-
cation of Rio Pecos Corporation for.an unorthodox gas well
location, Eddy Counfy, New.Mexico.

MR. KELLAHIN: If the Examiﬁer please,
I‘m Tom Kellahin of Santa Fe, New Mexico, éppearing on behalf

of the applicant, and I have two witnesses to be sworn.
(Witnesses sworn.)

MR. KELLAﬂIN:-~If ﬁhe Examiner please,
since‘filing the application Rio Pécos_Corporation as opera-
tor has been over the course.of tﬂe years dealing‘with some
twenty-one workihg-intérestrowners.,;There has been an agree-
ment to'ﬁove the location from th§ﬁaqdvertised.

The-prbpééedllocation would be 1980
from the north libé.and 990 f;om tﬂe.west line, which would
meqn that we're moving to a more s;andardﬂlocation than ad-
vertiééd,.and hopefully; wiil not haﬁe to readvertise our

case.

We are on a drilling commitment deadling

which requires the commencement of thé well, I believe, on
June 1lst?

MR. WILSON: May 31st.

b
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see no reason in this case, if I hear no objzction from the

.asséhbly, we will grant‘the ariendment to this application.

4
MR. KELLAHIN: May 3lst, Mr. Examiner,
so we are in some difficﬁlty with re§ards to obtaining an
Qrder aﬁd with regards to the locafidn, but if my past memory
serves me correctly, I think that this amendment has been per-
mitfed'without réadvertisemeht. |

MR. STAMETS: You are correct, and I

SCOTT WILSON,
being called as a witness and being duly sworn upon his oath,
testifiédkas‘follows, to-wit:
”DIEECT ﬁXAMINATION

B¥ MR. KELLAHIN: |

Q _ ' _Mr, Wilsqn}_for:the record let me have you
state your name>ahd_occﬁpatién,'si:.

A ' Scott Wilsop,'apd I am a petroleum landman.

0. w Mr. Wilson, youiQe previouély testified as
a petroleum landmah'befof?athe Cil Conservétion-Division,_
have you‘not?

A ‘Yes, I have.

o And with regards to this working interest

unit and the proposed unorthodox gas well location, you have
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ally explain.what the proposal is with regards to the loca-

5

done all the title work and negotiations or had that conducted
under your control and supefvision.
A Yes, I have.
MR. KELLAHIN: We tender Mr. Wilson as
an expert pétroleum landman.
MR. STAMETS: He is consiQefed quali-
fied.
0. Mr,'Wilsén, let me direct your atténtionito

what we've marked as Exhibit Number One, and have you gener-

tion, particularly within that 40-acre quarter quarter secfior
being the southwest of the northwest of Section 5.

A Okay. Wé initiated trying to get this well
dril;ed‘twé years agé'and haye'formed.aﬁ 815-acre working
interéét unif-eXhibited“by the red outline, illustrated by
the red outline. |

0 '.$his wérking interest unit is for rights
below what particulér footage de@#b, Mr; Wilson?

no It covers all oil ana‘gés?r;ghts from be-
lbw.the base of the Abo formation through the top of the
Mississippian Chester limestone.

As you mentioﬁed, we have twenty=-one workind

interest owners in here and that's why it's taken consider-

able time.to get this together.
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Now, within this roughly sectién and a half
less a couple of tracts hére, working interest unit, we wish
to drill our initial test well within the north half of Sec-
tion 5; Our original plan was to drill the west half of
Section 5 but because of land problems we now must drill the

north half of Section 5 and we have the concurrence of the

- twenty-one working interest owners within the unit area to

drill that'location.

You will notice that we've got a couple

windows in the unit, the northwest of the southwest quarter

and-the south half of the southeast quarter, owned by Walter
Sault (sic), being 120 acres, and from the -- we've tried
numerous approaches to work out a deal with him, including

trying to buy hisn5cxeage, trying to get him in the unit,

‘and participate or farm out on the basis —-- same basis as the

other éontributiné parties a:e farﬁipg éut. We;ve also re-
qﬁested that if_hé didn't want fé“join-the unit,zpdrticipate
on a spacing ﬁnit basis andléay hislshare of the cost of
driiiing thé’ﬁéii,>and hé;s'declined evefy'réasonable,ap—
proach and we were forced, thereﬁor, to cut him out of the
unit and go'with,a'north half spacing unit.

Q. er. Sault is aware of the proposed unortho-
dok location,is he th?

A Yes,hej$ and we -—-
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0. And he has not opposed that location.

A . He has not opposed it. I might also add
that Mr. Sault's lease in particular is heavily burdened and
has a twenty—five percent Qverfiding royaity burden which he
created, which makes it ﬁnreasonéble for us to include his --
his interest in our west half spacing unit eVén_if wé,féfce
pool him, in our opinion.

0. Al right, in terms of a standérd location,
then, within the north half bf Section 5, have you! proposed
to the bther working intereat“owners other locations than the
one now requested?>

A, ' Yes, and Marathon, who is the majority in-
terest owner within this particular unit with twenty-five
percent interest, agreédrto;jéin and‘participaté, or farm
out,'actually, they're farmiﬁg outvfé-ﬁs,'but farm out to
the unit Onl§wif'we.drill¢d this‘pé;ticular location. Matter
of fact one time we tried ﬁb chaﬁgé it over to'£he eést half
of Sectioh'6 and they requiéed that‘we move itiback tb this .
originélvloéation‘dr they wouldn‘£wsu§pb£t Oug'unif, which
would have finished the deal for evefybody,

) -, Inbéummary, then, Mr. Wilson, the working
interest owners in ‘the unit have agiéed that, and réqﬁire
that thé well as'proposed be the first well for'the wofking

interest and that it specifically be located as now proposed,.
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A Yes, after two years that's the only pos-

sible'lécation we can drill.
0. All right,‘sir,
| MR. KELLAHIN: That.éohcludes ny exa-
mination of Mr. Wilson.

MR. STAMETS: Any questions of this

witness? He may be excused.

MARK WILSON,
being called as a witness and being duly sworn upon his oath,

testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:

Q. ' Mr. Wilson, for the record would you state

' your name andyoccUpation?

A ‘ Mark,Wiisén, petroleumlgeologist,

Q Mr. Wilson,.haﬁevydu previouély testified
befofe thelDivision'as a_geblogiét and had YOur qualifica-
tions éccepted and made a matter of record?

A, T have.

Q. And YOu!Ve aone the geology on this parti-
cular prospect,

A Correct.




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

fied.

~get down into the northwest part of 7, 27, there's a branchin

9
MR. KELLAHIN: We tender Mr. Mark Wil-

son as an expert geologist.

MR. STAMETS: He is conSidered quali-

Q ' Mr. Wilsoh, let me direct your attention
to Exhibit Number Two and have yéu identify that exhibit for
us.

A, Okay. Exhibit Two is the Isopach of the
total>Morrow.§eries-of the Peﬂnsylvanién and the key point
in making this map here is to show the trend, the various
alluvial valleys in the area.

The main feeder Valleyjin hére comes up

in 16 Séuth, 28 FEast, trending southwesterly, and when you

in thatbarea thefé,< One brancﬁiéqes_off called the -South
Empire,alluviél;;alley Fo feed.the déita system over in the
South Empiré Fiéldl

-  A Secona bfanchhéomes off that which T
labeled here.the ﬂggﬂ valley,‘whiqh the ﬁampur-old Aﬁoco

"AB" Well is present with 40-billion gas reserves, and then

there is a -- more or less a continuation of the Crow Flats

alluvial valley trend down thrpugh the Logan Draw Field area®

over in- 17 South, 27 East, where we call it the Logan Draw

alluvial valley, and going southward that develops into the

g
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10
Burton Flat delta éystem,

The valley that we are concerned with here
is one that's not yet véry,heavily explored,. it liés between
the Logan Draw alluvial valley and the FAB" valley, and.if
you narrow in on fhe area that we're discussing here, the
Illinois Camp Unit-areé, you will nétice there the position
of'th5‘285rfbot contour on both,the‘norfh;side and the south
side of £he valley, which.Woﬁld deliﬁeaté that area there
where the Morrow would be thickest and where we could expect
to get the mgximum number of channel sandstbnes.

| The spacing unit_that we're dedicéting is
coloréd-ofange on the map. YQu‘will note that actﬁally the
soﬁthwestbquarter of that spacing unit is the -- about the
best plaée thaﬁvwé can drill a well. The Morrow thins rather
rapidly’going nortﬁwaxds from 285 feet td 200 feet and that's
our be#t choiCe," | .

0. With,regaraé £o the north half proration

unit,‘Mr. Wilson,lin.your p?inioh yoﬁive just.expressed that 
thisLdeation is the o?fimum~location within that proraﬁion
uﬁit, but in terms of your stuay, do you -= do you have an
opinion,ﬁith regards as to whé£her‘or.not the north half of
this section is going to fairly énd reasonably~contribute to
préduction from that acreage -- from that location?

A, Yeah, I think that's correct. Now, when
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“this time and have you discuss for us the cross section.

‘give'you a look at a profile across.this alluvial valley.

11
you make a total Morrow Isopach, of éourse,.what you're lookin
at is erosion into the Chester shale section, and the t;ends
you see on this map are;going to be more related to those
early”Morrow, or‘the Lower Morrow, than they are, say, the
latelMOrrow when thése valleys were filled ﬁﬁ; aﬁd sé pro-
bably in the late part of the Morrow there would be some sands
in here which are not tfendihg,nofthwest'as the-early Mor%owl
sandé'shOuld be, but trending north/south,‘in general.

Q. Let's turn then to Exhibit Number Three at

A, ' ' Okay. EXhiBit Thrée-is a cross section,
south to north, The line of the cross section is shéwn on
Exhibit Two with the green 1ine,uand the‘wells are numbered
on Exhibit.Two:to match_the‘numbers on Exhibit Three, the
créss ééctioﬁ~itSe;f,

1

T drew this cross section principally to

It's in this case not gjsharply etchéd‘valley; it's rather a
broad typg of v.-a,lley.~ If ?éuﬂll look'back at thé cross sec—v
tioﬁ, £ﬂe top»of‘ihé MorrOW'isgshown in brown; the top of

the Chester is in gray, aﬁd'ydu'li notice that on both ends
the'inter?al of the‘Morrow is thinner than it is in the wells
wﬁere we have the sandstones here cbiored yellow,

The two and three wells there are wells

J
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12
that have been combleted in the channei sandstones shown by
these bbgey forms on the cross section in this particular |
valley.

The number four Well has two channel saﬁd—
stones, but ﬁnfortunately that's a.little low and a little
wet. But the impression,you‘get in_iooking at this is that
you coﬁld drill on the sides or out in.the middle and you'll
come up with one or mére éhannel sandstones within the Morrow
section aé 1oﬁg as you're in this aféa, an,jbetween the 285-
foot contours.

0 - WereAExhibits'Two and Three prepared by
you or cpmpiled under your directioh and supervision?

A, - Yes, I did them,

o | _.And in yoﬁr opinion will approval ofvﬁhis
application be in the best ihterests of conservation, the
preventién‘of'wasfék and the}protéétidn,of corfelatiVe rights?

MR, KELLAHIN::-That concludes our exa-

mination of Mr. Wiléon, We move the introduction of Exhibits

One through Thrée,

MR. STAMETS: The exhibits will be ad-
mitted,
Are there any questions of .the witness?

He may be excused., Does anyone‘have;anxthipg further they




wish to add in this case?

~ The case will be taken under advise-

4 ! ment.

(Hearing concluded.)

A}
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CERTIFICATE

I, SALLY W. BOYD, C.‘S.R. , DO NITZRE3ZY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct recoré of the hearing, prepared

by me to the best of my ability.
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