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MR. STAMETS: We'll call next Case 7865,

MR. PEARCE: That casé. .ison . the appli—
cation of Julian Ard for a non-standard proration unit or, in
the alternative, compulsory'pooling, Chaves County, Néw Mexicd. .

MR. STAMETS: The teStimony in this
case had been previously presented and the case has been re-
advertised.

Does anyone have anything further to
present at this time‘in this Case Number 78652

Theré being nothing, the.caée will be

taken under advisement.

(Hearing concluded.)
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vcompulsory.pooling, Chaves County, New Mexico.

~andtitwis protested, there will be an opportunity for anybody

3

MR.VSTOGNER: Call next Case Number
7865,
MR. MILLS: Application of Julian

Ard for a nonstandard proration unit, or in the alternative,

MR. PAbfLL’A: Mr. Examiner -- go
ahead. |

MR. MILLS: This case will be re-
noticed becausé“of an érrbr in desc¢ribing the seétion under
considgfation;vhwave;; we!re going to cons%der~theicase this
morﬁing because the applicant is here, traveled a distance,
and is representé&;'

If there are ahyhproblems, obviously,

in opposition to have a full hearing in the future.
MR. PADILLA: Mr. Examiner, I'm
Ernest L. Padilla of Santa Fe, New Mexico. I have one witness

to be sworn.
(Witness sworn.)

WILLIAM J. LEMAY,

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

testified as follows, to-wit:
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4
DIRECT EXAMINATION

BY MR. PADILIA:

0. Mr. Lemay, for the record would you please
state your name and where you reside?

A :William J; Lemay."I'm an independent pet-
roleum geoleéist'in‘Santa Fe; NeW'Meiico.

Q. - What iS‘your_conneCtion with the applicant
in_this_case?'

A o ‘At the request of the'applicann_l have made

¥

a study of the area, a‘geological study, to determine perti-
nent facters involved in Case Number 7865.

0. Can you tell us what the purpose of this
case 1is today?

A The purpose of the case ie to show that the
well drilled by Mr. Ard in the sontheast quarter of Secnion
Four is a very marginal gas well and would drain not more than
160 acres, which is requested'by the application.

Or, in the alternative, to grant a 320-
acre stendard proration unit and force pool the 40 acres
which is the northwest quarter of the northeast quarter of
Sectionv4.

The well was drilled neﬁ anticipating gas

when it was initially staked and drilled.
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- of the background of what the -- the well waé originally

5

MR. MILLS: .Mr. Padilla, can we just
back up a‘ﬁinute and have -- and qualify the witness as an
expert at this time before we continue further?

MR. PADILLA: I was going to ask that
his gualifications be:acgepted.

MR. MILﬁS: Okay, I didn't know if
you wefe or not. I éssumeé‘you ﬁight but I didn't want him
to keep testifying before that was' done, just in case there
would be ahy"prbblems.

0 ¢ - :Have you pre?iously teétified before the
0il Conservation Division and hadlyéur credenfials accepted
as a matter of fecord? |

A. Yes, I have.

| MR. PADILLA: Are his qualifications
acceptable, Mr. Examiner?

MR. STOGﬁER: They are.

MR. MILLS: Thank you.

0 I think you've already stated a little bit

staked as an oil location, is that_correét?

A That is correct.
Q That would be under 40-acre spacing?
A Yes, that is correct.

0. What formations were tested under that oil
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test?

A The test well went to Granite_Wasﬁ and the
first completion was attempted in what is generally referred
to as the Montoya formation, Other people refer to this as
the PrefMississippian limestone or dolqmite. It is in south-
east New Mexicthredominantly ah;oil reservoir.

0. M't vGéing on té whét has been marked -- haye
you prepared éerﬁéiﬁ exhibité forbintfoduction today?

A " I have.

0 | Goiﬁg on to what has been marked as Exhibit
Number One,‘can yoﬁ/Eell us what fhat is and what it contains?

A, *  Exhibit Number One is a land plat of the
subject area showing surrounding wells, acreage 6wnership, and
the nonstandafd 160-acre proration unit, which is requested
by_the applicant, alohg withvwhat would:be a normal standard
320-acre gas proration unit.

Q. Can you~tell us What —-— 1s that the one
that is depicted in blue?

A Yes. The orange shown would depict the
nonstandard proration unit; the blue would depict the standard
proration unit; and the location of the Ard weli, Ard No. 1
Acme, wouid be a standard location within that 320-acre pro-
ratiop unit.

0. ‘Would it alSo be a standard location for the
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“the subjecf area, being an Atoka gas well in Section 13 and
.miles south and east of the subject well.

to encompass these two producing Atoka gas wells.

7
160-acre unit?:
A - It would be under the 160-acre gas proration
unit, ves.
0. Goiﬁg on to what has:been marked as Exhibit

Number Two, can you tell us what that is' and what iﬁ shows?

A - Exhibit Number jwo is‘a.structuré-map in
the subject drea, shéwiné tﬂe str;ctural attitude on top of
the Mississippian iimestone; which is a deep structufal marken
in the area. Also, thétrmap shows the location of the ARd

No. 1 Acme Well and the other Atoka gas wells pro&ucing in

one in Section 23, which is barely shown on the map.

Now, these wells are approximately three

You will note a structural nosing, a strong

structural nose, extending from the subject area southeast

0. Do you have anything further on Exhibit
Number Two, Mr. Lemay?

A' No, except to say that experience has shown
in this:genéral area that structuré is‘not normally the con-
trolling factor in éas accumulation in the Pennsylvanian;
that accumulations are normally stratigraphic. That's not to

say that ~- that this nose and other structural influences
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8
may not be a facﬁor in gas entrapment; however, in general,
Pénnsylﬁanian gas is -- has more stratigraphic controlling
factors than strﬁctural.

0. ' Coing on to what'you have marked as Exhibit
Number Three, canqyou tell us.what that is and what it shows?
A ‘; Exhibit Nﬁmber Th;ee is a portion of the
compensated neutyoh.density log ffoﬁ-the sﬁbject well, showing
the attempted CO;pletiohs in bothﬂthe Montoya and Mississip-
pian sectioﬁs,:énd thé comﬁletion interval in the Atoka.
. As previously mgntioned, the well was ini-
tialiy drilied as an oil test'to'the.Montoya and porosity
was encountered at approximaﬁely 6635. This ié whére the —--
the limestone becomes dolomitic and carries very high poro-
sities5
The interval was from approximately>6646 to
54, wasAperforatéd. It is the top of the good porosity in
the Montofaf and tésted 26 barrels of water per hour, plus
250,000 cubiq féet of gas after acidizing wifh.SOO gallons,
and.nﬁmerous other tests, the well floWed 18 barrels of water
pér hour plus 130,000 cubic‘feet of gas. I say nﬁmerous‘
tests because ﬁhis happened over a peribd of about a week and
they would shut: the weli in, develop some tubing pressure,
and then theiéas would flow for awhiie but then the water

would come and'eyenﬁﬁallytsﬁut;the;welluoff;
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the top of the Mississippain, where they -- where he perfér-

9
So the tests within the MOntoya interval
were all water and gas, but the water was —-— was quite strong,
large vqlumes of it, and the gas WAS never reported over
250,000 cubic feet.
After this well proved to be non -- this

+

zone proved to be noncommercial, the operator came back to

ated two intervals from 6394 to 6400, and from 6424 to 34.
These ihtervals*were treated thefher by écidizing with 500
gallons of aéia'ané‘both zones together flowed less than
lOb;OOO CHbié‘féeﬁ of_éas ﬁer day . ‘This;was, of course, aften
a bridge plug was sgt at 6590 to isolate the lower =zone.
| After this zone showed itself to be noncom-—

mercial, thevoperatqr set a bridge plﬁg a£_6360 and perforated
the current producing interval within the Atoka formatidn,
being from 6268 to 6275, with eight_shots.v The well was
acidizea‘with 500_géllons, re—acidized with 2400 gallons, and
a.4—point test showed the well té have a calculated absolute
open flow of 1412000 cubit féet of gas per day, a very weak
well. This is from a sandstone inﬁerval within the Atoka.

Q. Mr. Lemay, therwell is presently completed,
though, as a gas well, is that correct?

A. That is correct.

Q. ~ And that requires under current spacing re-
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10
gulations 380 -- or 320 acres to be dedicated to the well.
‘A "Within the PennslyVvanian interval, which

the Atoka is part of, the standard proration unit is 320 acres
yes, sir.
0 . Therefor, the 0il Conservation Division re-

guires a hearing prior to completion of the.gas well origin-

ally -- or'pioposed'as an oil test.

A .‘.l That is.éorrect. The‘wildcat was staked,
I mean the well wés staked as a Wiidcat, but the main objectide
was an oil 2one;

MR. fADILLA; Mr. Examiner, we have
logs for the well. If you would ca?e'to have these logs we
could also submit those as exhibits in addition to a copy of
the log.

MR. STOGNER: I would like to, vyes,
sir, please, since you have them'here.

MR. PADILLA: We haven't marked
these as exhibits, but we'll mark these as Exhibit Npmber Six
later 'on.

MR. STOGNER: All right.'

0 v Mr. Lemay, going on to what has been mafked
as Exhibit Number Four, canvyou tell us what that is?

A  Exhibit Number Four is a copy of the C-105,

completion form, as filed with the New Mexico 0il ConservatioJ
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Division. It shows the perforated intervalé that are —f.were
marked on Exhibit Number Three, and the results from those
intefvals are —-- were given on Exhibit Number Three. It also
shows that the well is cufrently éhut‘in awaiting a gas markedf
or gas contract. There is no -- no pipeline right in the
area, high pressure line, qertainly; there is none of those in
the immediate-area, énd it‘also~éhbWS the completion test of
the well or the calculated absolute ;pen flow of 141 MCFGPD.

0. | ) ' Whét doesmExhibit'Number Five show?

A .vf Exhibit‘Number-Fi§e is the multipoint pres-
sure test taken on the Atoka zohé of the subject well, the
C~-122 form,'from which the éalculated absolute open flow was
obtained. The Aata‘indicates a'lbw-permeability reservoir
and with Very, very weak deliverability.

0. Mr. Lemay, based upon -- can you —-- or based
upon thése exhibits that you have testified about téday, can
you give us an estimate or an opinion as to whether or not
the well can adequately drain 160 acres?

A -Yes. Mr. Examiner, the well is certainly
a weak well, as indicated by the preésure data and the calcu-
lated open flow potential. Although the;e has beén no pro-
ducing history connected with this well, and certainly not a
lot of producing history at all with the Atoka in the area,

log characteristics indicate that it's relatively tight. It's
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‘that he's having a hard time getting a gas hookup for the

12
it a narrow zone, a sandstone_zone.

In general, these tight Atoka sands do not
drain a very large area becaﬁse théyvhave'low permeability.
Therefor it would be my estimate that -- that the well would
drain, @robab;y, no more thaﬁ 160 acres; and‘probably some-
thing -- something leés”than that figure.

"In talking with the operator, I understand

well because of ﬁhe weak.stafus of the well, and that the
only conversationé he's had wifh any purchaser was with Mapco,
who, again thisiis hearsay{ they haven't signed a contract,
it's a ldw‘pressufe line cfoésiﬁg4this Section 7 or Section 9
from £ﬁe White Creek Ranch‘Field, part of a gathering system. |
| They talked in the range of $2.00; that's
verbél conversation, ith not anything that's been offered,
which is certainly quite a bit less than the 107 price, which
is the top price that could be gotten for high quality gas in
the‘area.
This area haé been classified as a tight
reservoir, thé Atoka section has, so it woﬁld qualify for 107
érice; which currently is approﬁimately $5.35 per thousand.
The low deliverability of the well is -- is

a big factor in Mr. Ard trying to get some kind of a contract

with a low pressure line so it would have some aeliverability




- 10

11

- 12

13
14
15
16
17
18
19
20
21
2
23
24

25

13
into that line.
0 Going back to Exhibit Number One, Mr. Lemay,
can you tell us which -- as far as the cempulsory pooling

portion of the case, which tract has not censented to the
drilling of the well? |

A . Itis my understanding‘that Mr. Dale Nichols,
wno owns the northwest‘quarter ef the northeast quarter of
Section 4, did not eonsent to the drilling of the well, end
again, it is ny understanding from talking with the operator,
that he has no --"no interest in jeining the well.

0 y Can you elaberate the.lack of interest on
that;iae texwhy heideesn't want to jéin?

A R Well, I‘think;'considering the very marginal
nature of the well, the total eost of the well to date, and
I think all the bills have been submitted and paid by this
time, total cost to date is $441,587.35, and it'would‘take a
fair amount of gas, especially at $2.0b a thousand, to pay
that kind of well out.

So it's extremely marginal and Mr. Nichols

is jﬁst exercising a business judgﬁent in not wanting to be
a working interest partner and ?ay for his proportion of that
well on e 320—acre_gas proration unit.

0. A Can you‘tell us:what the -- going back te,

say, before the well was drilling, can-you tell us something
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about what the -- and realizing that the well has already been
drilled, can you tell us what you think the risk penalty
factor would have been prior to drilling the well?

A Well, I'd say it was a wildcat well, and

it to the ﬁorth, and in fact in all direétions, closest pro-
duction being at least thrée'milesﬁaway from the Atoka reser-
voir that baéically has very little'produCtion history, I
think I would certainly estimate: that to be -- the penalty
factor would be the highest_aliéwed by £he governingvbody, in
this case the 0il Conservation Division.

That's a judgmentél faétof,'but it would
ce;tainly appear'tdAme that the well would be as risky és any
other well that cpuld'be contemplated.

0. Do you think tha£ the well will pay out?

A Again, it would be a calculated‘guess, or
a guesstimate, G-U-E-S-T-I-M-A-T-E, in my opinion this well
would not pay out.

0 | Can you give us an opinion as to what the
risk factpr should be?

B I would certainly recommend the 200 percent
risk factor, which is the highest all&wed by Commission re-
gulations:

0. . Do you have an estimate as to what the over-
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head charges shbuld be for a producing well?

A Yes. I would estimate a fair éharge would
be $3500 per month for a drilling well and a fixed ovérhead -
charge of $350 per month for a producing well.

-0 And Julian Ara is currently producing the
well and desires to continué beiﬁg the operator of the well
under a compuléo:y pooling’order, is thatvcorrect?'

A {" .Weil, he's not‘prbgucing the well to date,
buf he is the 6pérator of recérd; aﬁd therefor, he would be,
of‘course, the légical one_ﬁo -- to continue to.be the oper-

¢

ator oﬁ record, and_if and wﬁen_the well gets on production,
he wéuld‘bé the-oberator, Yéé:

MR. PADILLA: Mr. Examiner, I have
nothing -—.no further questions of the witness.

We ask that Exhibits One through
Sivae admitted into evidence and pass the witness.

MR. STOGNER: Exhibits One through

Six will be admitted in evidence.

CROSS EXAMINATION
BY MR. STOGNER:
0. °  Mr. Lemay, you said that this well was in
a tight formation area.

A. That 1s correct.
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16
0 What -- do you know‘whaf tight formation
number or Qhat our case number was that_approved that?
A Mr. Examiner, I don't. I do know that the

Atoka formation was given tight formétion status,‘or'at least
recommended by the 0Oil Coﬁsérvatién Division for tight forma-
tion status.

I don't —- I'm not sure whether the time
limit has taken ité course and FERCghas officially designated
this as tight fofmation.or ﬁot.' I don't have the case number|

0. | Do you know if this well has been applied
for 107 classificatioh?

A That. T doﬁ‘t‘knéw. I think'it would almost
be academic becaﬁse of the low producing mnature of not only
the well but the lack of any interest, gas market interest,
on ﬁhis well.

Q. Although it is producing or when you get a
line hooked up to it will be producing out of the tight for-

mation area.

A. Yes.

0. : Or formation, rather.

A | ﬁight:

o You stated in the testimony that the nearesﬁ

Atoka producer was about three miles away. Is it on this

map or ==
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.tion 23, which you can just barely see on the very bottom

17

A Barely. ThevEXhibit Number Two is a struc-
ﬁure map showing not only the Mississippian structure but
the -- those wells that arezproducing gas or are capable of
producing gas from the Atoka formation. There are two wells,
one of which being in Secfiqn 13 of 8, 27; the other in Sec-
righthand corner of the map.

| 0. | Are they bqth wildéat wells or are they in
a pool? |

“A. | Iwm:not‘shre, Mr. Examiner. They were com-
pleted from an interval that éppeared tb'be the‘same interval
generslly.thejAtoks intervai, and I -- Itfhink they are part
of a pool, but bssicallylﬁy study_did hotvgo into that pool.

Q- Do you -- maybe ﬁy»neXt'question will be
arbitrary, then. Do you know what fhe broration unit dedi-
cated to those wells was?

A. I'm assuming 320's because of theisge of
the reservoir aﬁd the fact that the wells had not been drilled
on 160's; they appear to be on 320 spacing.

0 Do you know if there are any wells producing
from the Atoka to the north of this area? |

A .Mr;'Examiner, I do not. There is the Hay-
stack Field, which produces from the Atoka, and it would be

slightly north of this. I think it's in Township 6 South and
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by structure, where the down dip wells make quite a bit of

- remain open pending the May 25th Examiner hearing.

18
maybe 26 or 2? East. That would be north of this area.
I don't have a regional map to give you the
exact location. That particular Hayétéck Field, although

it's Cisco production, appears to be predominantly cbntrolled

water.
In'fact, many of the wells have been plugéed
out in there, sﬁruqtural"acdumgléﬁiqn.
MR. STOG&#&: T havé'no further ques-

tions of Mr. Lemay.

Is there any further questions of this
witness? If not, he will be excused today; however, since
this céée Qiii bé readvertiéed and continued to ﬁhe_May 25th
Examiner hearing, in which case if there is anybody con-
testing the case, then they may doﬂso at that time and I'd
like you to appear again at that time. T may have some qués—
tions; £oo, if that's no pro£lem.

~Doeé énybody else have anything to come
before Case Number 78§5 today?

If not, Case Number 7865 will be —-- will

MR. PADILLA: Thank you, Mr. Examiner.

(Hearinﬁ chclqded.)




SOYD, C.S.R.

g
.
T2
%E‘

%,

i z§

- .‘Eu'fg
=

3§

<

7y

10

1

12

13

14

15

16

17

18.

19

21

24

Page 19

CERTIFICATE

I, sSaLLY W. BoyD, C.S.R., DO [IIREBY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by mec; that the said transcript
is a full, true, and correct recordé of the hearing, prepared

bv me to the best of my ability.

I do hereby certify
[« Compleie reErep.
the Exai iner

that the foregoing is

of the ) i
. rocea i
Nearing dmgs 9

heard by e , 7 e o, 7?5.(_?
iy 1987 .

. Examiner

Oil Conservaﬁon Division




