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BEFCAT TE
OIL CONSERVATION COMMISSION
Santa Fe, =w Mexico

March 3, 19€1

IN THE MATTER OF:

)
)
Application of Sinclair 01l % Gas Company for approval)
of 2 unit azgreement. Applic~zat, in Sie above-styled ) Case
cause, seeks approval of the Keel Deep Unit Agreement,) 4
which unit embraces 6,155, acres of Federal and State)
lands in Township 17 South, lange 31 East, Eddy County)
New Mexizo, )

- - e e g —— o e eme emm w S e e s e W e e e

MR. NUTTER: Case 221%,

MR, MORRIS: Appiicaticn cof Sinclair 011 & Gas Company
for approval of a unic agreement.

MR. WHITE: Charles White of Gilbert, White & Gilbert,
Sar 5a Fe, New Mexico, arpearing on vehalf of the application. We
' also have assoclated with us Horace Bur »n, attorney out of Midland
Texas, and he Will present tne vestimony. U..... ..z UWC Witnesses
to be Ssworn,

(Witnesses sworn.)

J. R, +.UDLE

salied as a witncss, having vee: previosasly 4ddaiy sworn, testified

28 foilows:

DIREU: EXAMINATLICN
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|48 llttle more information that might be used at this conference

BY MR, BURTON:

Q Will you state your nam2, please?

A J. R. Lodle.

Q By whom are you employai?

A Sinclair 011l and Gas Conpany, Roswell.

Q What 18 your job with Sinclair?

A District manager, New Maxico District in Roswell.

Q I8 the proposed Keel Deep Unit area in your district?
A Yes, sir.

Q Are you familiar with the‘propoaed un1t agreement?

A Yes, sir.

Q Have you prepared a map of the unit area?

A We have prepared the large scale map there that is identi

cal to the map shown in the unit agreement with the exception therl

on the big map.
MR, BURTON: We would like to mark the map applicant's
Exhibit No. 1.
Q With referenge to Exhibit No. 1, 'will you desé¢ribe the
type of acreage and the amount of acreage in the unit?
A The unit, as shown on the exhibit therd, is comprised of
Federal and State lands only. It comprises & toval of ‘6I55.45

aores. Of that amount 5675.45 acres are Federal, 480 acres are

State.
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the unit there which comprises Sections 3, 4, 5,6, 7, 8, 9, 10,
N/2 and SE of 16, walech is State, and it 1s shown in yellow on that
map, being the only State acreage. The rest is blank, and it 1is
Federal and not colcred, and the }/2 of 17 and the N/2 of 18,
Q Does it indicate the location of your prcposed test well
in this area?
A Yes, 1t does, The location is shown in the SE of the SW/L
of Section 4, 13,700 foct Dcvonian test in red.
MR. BURTCON: We have filed two coplies of the proposed unit
agreement. Does the Commissicn requlre more copiles than that?
MR. NUTTER: We will require an executed copy within 30
days after the unit 1s effected. This is fine for now.
MR. BURTON: We would like to mark the unit agreement as
Exhibit 2, a oopy . of 1t.
Q Mr. Lodle, is Exhitit 2 a copy of the proposed unit
agreement for the Kesel Deep Unit?
A It is an identical copy, of which we have consierable.
MR. RURTON: Mr. Examiner, we have beén requested to make
one revision in the agreement, and it is an addition to Paragraph
18, Subparagraph (1), Page 20, and 1t 1s a provisc which I have
prepared and marked as our Exhicit 1-a, which I would llke %to in-
clude in the record.
MR. NUTTER: Does this extra paragraph, or extra atate-

ment, does it go in following the conclusion of the Paragraph 18-1

Las 1t 48 in the unit agreement at the present time?
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MK. BURTON: Yes, :1'. It will be added at the end of th#
paragraph.

MR, NUTTER: I Bee, this is Exhibit l-a, then?

MR, BURTON: Yes, sir,

MR, FAYNE: 1Is this a segregation clause, Mr., Burton?

MR. BURTON: That is a modification of the segregation
¢ lause, a further modification of it. The State leases are in
their secondary, beyond the secondary térm, and one party has
thought it would be advisable tc change the agreement.

Q Now, the unit area shown on Exhibit 1, has that been des-
ignated by the U.G.S. a8 an area logically subject to unit develop-
ment and operation?

A Yes, sir, it has, as of December 16th by the Acting
Director of the Jeological Survey in Washington.,

Q With reference to the unit agreement, I will asklpu somne
questions to ﬁring before the Examiner the general provisions of th
agreement, without trying to go into detall. The agreement is here
and, of course, will speak for itselfl,

Q What is the aree bvein; uanitized, that 1s, depths?

A All formations below the top of the (Qlorieta sandstone
which 1s found at approximately 4857 feet in the Skelly 6 Lynch A
which 18 shown 1n Section 15 on the large scale map you have before
you there,

e That is spelled out in Paragraph 3, 1s 1t not, on Page 5°?

A Yes,
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Q And who 18 the unilt operitor?

A Sinclair 01l & Qas Company.

Q Is there a previsicn for the drilling of a test well and
drilling cf successive wells untl. “iscovery?

A Yes. There ie drilling - discovery within six months
after the effective data on 2 location that would be approved on
Federal lands by the Director, and if on State lands, by the Com-~

missioner, to drill a Devonian test or discovery of unitized sub-

stances at 2 lesser depth resulting in production at paying quantithes

] That 18 set out in Paragraph 9, is 1t not?

A Yes, sir,

Q And the total depth for the test_ﬁell?

A 13,700.

Q After dizcovery is obtained, what is provided with refer-
ence to the development and operation?

A Six months after completion of a well capable of a unit’
discovery, the operator will submit plans for the operation and
development of a un’ - and, in addltion to that, he will submit
additional plans before any existing plan has expired.

Q What about the parsicipation in theproduction and sharing
the costs after discovery?

A Schedules will be submitted that will set up a partici-
pating area of all the unit lands that are then, at that tine,

reasonably thought to be productive.

Q Will the production then be allotted on an acreage basis?
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3

L the form prescribed by the U.S G.S.?

A Ves, sir.

o T all of those whe are inslide the participating area?
A Yes, sir, inside the par-icipating area.
A Suprose that soms of the area , the leases or lands, are

never pat in a particlpating area. Does ihe agreement make any
provision for disposing of that acreage?

A If they are not put tnto participating it provides for
automatic elimination after five years.

Q I call your attentlon to Paragrapn 16; what is that pro-
vision in there, Mr, lodle”

A That 1s the conservation proration that operation here-~
under will be conducted in the most efficient and economical mannern
to recover the most resources without waste as defined and pursuant
to State and Federal regulations,.

Q And when 138 the agreement to become 2ffective?

A Effective date ig after the approval by the Director and
the Commigsioner, feor a term of flve yezrs,

Q An initial term?

A And, unless 1t isincaranle of productinn, or if it re-
sults in production in paying aquantities,

e Then it nontinues after the flve rears, lndefinitely,'so
long as the unit produces?

A Yes, sir.

Q In general, do you know if this unit agreement follows
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A Yes, it does.

Q And 1t i3 the form that has heen approved several times
by the Commission?

A Several times praviously, yes, sir,

Q Exhibit A to the unit agreement 18 a map of the unlt area,
is it not?

A Yes. Exhibit 3 18 a map that is contained in the unit
agreement,

Q What is Exhibit R?

A Exhibit B 18 a list of the tracts, description of the lénp
number of acres, serial number of various leases, lessee or record,
percentage of overriding royalty owners and the percentage of the
working interesat owners,

Q Does 1t also list the owners of the royalty,-overridins
royalty, and working interests?

A Yes, 1t does. It liste the overriding royalty owners anﬁ
working interest owners, |

Q What is the percentage of the leases which are owned by
Sinclair 0il & Gas Company?

A Sinclair owns approximately 85.7% ofthe leases comprised
in the outlined area.

Q Have you communicated with all the other working interest
owners to ascertaln whether or not they wish to Join theunit?

A We have, verbally 2and by certified mail.

L Q——What 18 the status of the committed acreage?
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A The committed acreage, the working interests Joining are
Aston, Falr, Falir 011 and Ccsden.

Q Their acreage 18 chown, I belleve, on the bottom of the
maps, is 1t not?

A Yes, it 1is8. The one reason for the map there, we Ccross-
hashered the areas thefe nov conmltted as of now.

Q In the Sunray acreage in Sectlon 17, what is Sunray doing
about theirs?

A Sunray owns Federal leases and they have :efused to commik
thelr acreage to the unit.

Q Have you heard from Humble?

A Humble is considering joining the unit at this time,

A And they have some State leases in Section 16?

A Yes,

Q What about Shell?

A Shell has cormmitted their acreage to the unit. They havJ
State leases in Section 16, and they are committed.

Q They have a 40-acre lease in Section 167

That's correct,

>

Q Mobil is shown witn a UO-acre State 1erase in Section 169
A They are considering at this moment,
Q And the remaining State lease in Sectinn 16 is shown to We
owned by three individuals and Cosden, I belleve you stated that

Cosden has agreed to joln the unlt?

LA cosden has executed the agreement, The others have de- |
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clined to join the agreement at this time,

Q So that in this tract only 1/4 of the interest will be
committed?

A Yege, sir.

Q Have you contacted the owners of the overrliding royalty
interests?

A All of the overriding royalty interest owners have been
contacted by certified mall. There are approximately 34 owners,
and of the 34 owners over 28 have Jolned, totalling 91% of the
total override -~ it is almost 92 plus.

Q If you haven't given us the figure, would you state what
18 the percentage of the working interests now committed?

A The wdrking interests now committed, I have the figures,

and 16.66 of the State, or a total of 89.6 total committed.
MR. BURTON: That is all.
MR. NUTTER: Any questions of Mr. Lodle?

BY MR. NUTTER:

Q Mr. Lodle, you stated Humble was considering Jjolinlng.
Does that apply to poth of their leases there?

A Yes, 8ir,

Q And Mobil 18 considering?

A Yes, s8ir,

Q Sunray ig definitely »~ut?

48 89.6 of the total, which amounts to 95.77% of the Federal acreage
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| that unit, then what‘happens,‘we would have twe unit orders out-

é MR, BURTON: The unit just would not become effective as

In fact, they were the first to advise us,

Q Are these other three people in Tract No. 10 there def-
initely not going to come in, or ‘fust haven't made up their mind
yet?

A I couldn't say tha; def ' nitely won't come 1n, because

they indicated at one time they =ight. The last we heard they will

not Jjoin.
BY MR, PAYNE:
Q If another unit 18 formed to the south,and Sunray Jjolns

standing with the same acreage Iin both,

A There is an existing unit to the south, the Skelly unit,
yes.

Q Directly south?

A Yes.

Q Does Sunray intend to join that?

A I don't know sir, whether they do or not.

Q If we deleted the Sunray acmage from your unit area you
would have to change the entire agreement?

MR, BURTON: Yes, we would, and we would have to obtain

approval of the redesignated arez from the U.S.G.5.

Q Does the unit agreemen® contain an agreement for expansigd
and contractlion?

A s Yes, sir,

n
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to the acreage which {8 not committed. It would, in effect, changJ
the boundary of it.

MR. NUTTER: 1Is your next witness a geologist?

MR. BURTON: Yes.

MR. NUTTER: Any further questions of Mr. Lodle? He may
be excused.

J. '\. HODGES,

called as a witness, having been previously duly sworn, testified

ag follows:

DIRECT EXAMINATION

BY MR, BURTON:

Q State your name and employment, please.

A J. W. Hodges, employed oy Sinclair 011 & Gas Company as &
geologist in Roswell, New Mexico,

Q Have you previously testiflied before the Commission in
your capaclity as a geologlst?

A Yes, sir,

Q And you qualificationstés such are a matter ol record?

A Yes, sir,

Q Have you made a study of the Kee. Deep Unit area which
18 the subject of this hearing?

A Yes, sir, I have,

Q And are you familiar with the geological features that

are involved?

[ A  Yes, sir.
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Q Have you reduced your investigation and findings to a
written form, a brochure?
A Yes, sir, we have,

MR, BURTON: We will mark thle as applicant's Exhibit No.

3.
Q Does your brochure contaln a location plat of the area?
A Yes, sir.
Q That 1s shown as Zxhibis 1 to the brochure?

A Yes, sir, 1t 18, The plat locates the proposed Kecl Deep
Unit approximately 28 miles east of the town of Artesia in a belt
of shallow permian production on the Artesian vacuum trend.

Q What will be the prinary objectives in the tests that you
propose to drill?

A The No. 1 objective will be the Devonian dolomite, and
No. 2 objective, Pennsylvanian sand, or Morrow section.

Q And if you will, by reference to the outline in the bro-
chure, describe briefly what the existing production in the area is

A The existing production. on the unit itself 1s confined to
the Seven Rlivers-Grayburg and San Andres formations. Immediately
adjacent is the Fren Pennsylvanian field located in Section 15, 22
and 21 of Township 17 Scuth, 31 East, and comprises three wells.

- This is shown on your Exhibit 3, 1s 1t -~ -~3, the productio
in the aresa?

A Yes, g8ir, 1t is,

Q what 1s the nearest Penns;,lvanian production?
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A The neares¢ P nnsy.vaniar groduction is In the three-well
Pennsylvanian field,

2 That 15 where:

A Seztions 15, 272 and 21 oJ Township 17 South, Range 31 Eask,

G Where 1is the neiress Tevonlan productlion 2zt the present
time?

A The nearest Devoniar production at the present time is in

the Continerital No,., 12 Zaish, & one-well pocl in the Maljamar field)

arrroxinmately z1x mlies southeast.

2 The unit agreement ccovers only rights below a certain dep
which 1s, I believe, the top c¢f the Glorieta sand. Now, explain,
please, now you have arrived at figuring the vertical limits of the
unis?

A The vertical limi%s of the unlt were arrived at in going
to the next formatlon telcw the formation which had production.

The San Andres is the lowest form»rtlon which has productlion on the
Keel u it, and the next formation would be the Glorileta,
C And that “horizon 18 srezifically defined, is it not, by aj

log which you include in your exhipits?

A Yes, sir, it i1s. We show that as Exibit 4 of the geologl
cal brochure, and that is a portion of the electrical log of the
Skelly No. 6 Lynch which is located 660 feet frow the North and
West ines of Section 22, Township 17 South, Range 31 East, Eddy

County, Mew Mexice., The vertizal limits of the unilt have been

r malapt 1 1
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. show a clogsed anticlinal structure.

the Gliorieta.
MR. NUTTER: I have a different 4 in my copy. My unit
begins at L80OC feet.
MP, BURTCN: That is ar  bsolete exhiblt,
ME. NUTTER: Had you originally contemplated the unit to
start in the San Andres?
A Yes, sir, we had, but after ccnsultation with the U.5.G.S|.
it was found that it would be better to start the unitization at the
next succeeding formation.
MR, NUPTER: You can furnish us with a correct Exhibit 4,
can you not?
A Yes, sir.
Q (By Mr. Burton) Now, doc you have a contour map of the
Fennsylvanian and Devonian structures which you find in this area?
A Yes, s8ir, we do.
Q Those are your Zxhlbits --
A No. 5 and No. 6.
Q what data ~re these Structures developed from?
A These structures are contoured from geophysical data.
Q Do you have any explanation or any description that you
would like to give with reference to these formations?
A The plat shows, near the top of the Devonian on the
structure contour map, a 21osed anticlinal structure which is

terminated on the north by a fault, and on the Pennsylvanlian we
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~

@ Is all of the Pennsylvanian structure as depicted on you

Exnibit No. & included witiiin trne Loundaries of the unit area?

A Yes, 8ir, 1t l1s.

& what acvout this acreags in Sectlorn 18, is Section 15
included?

- Ne, sir,

You show a gorticn of it,

&

A Inasmushkk &8 our primary objective on thie unit will te
the Devoniar. dolomite, the groducing ilzits, we shculd think,ﬂwould
10t 1nclude the portion of Secticn 15 which already has a well
drilled on 1t to the Penneylvanicr, and a well in Section 22 drilled
to the Devenlan. The Pennsylvanian as shown ot the contoured map
would cccupy a slightly larger arez than thzt of the Devonian.

e What I am asking, thsuzh, is, the portion cf the Fennsyl-

vanlan structure in Section 15 1< outside the Goundaries of the unijt?

A Yes, sir.
% Igs there rezsgon for thet?
A Yes, sir., Thls wes not included In the propcsed unit

inasmuch as that acreage 1in Secticn 15 is already committed to a

unitg.,
o Inscofar as zoncerns the Devonian stmcture, you show a
rortion of it in Section 1% and 22; 1s that the same structure as

the one which you have propesged to fest?

A No, sir, 1t ie not, *“e Deileve that the two structures
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Q

A

Q

of the land which 1is expected to be productive?

A

of the production froa the Devonian and from the Pennsylvanian.

q

A

years?

A

Q

the acreage which 18 not being committed to the unit?

A

Q

is that located with reference tc the structure?

A

structure,

Q

So that would not properly be a part of the unit?
No, sir.

In your opinion, do you have, within the unit area, all

We believe that the unit as outlined would encompass all

With the exception of this acreage in Section 15?
Yes, sir.

Do you know what unit that 1s in?

Yea, sir, I believe it is the Skelly unit.

Is that a recent unit, or has 1t been in force several

It has been in force for several years,

MR, NUTTER: What is the name of the unit, do you know?
The Skelly unit.

MR. NUTTER: 1Is that the full name?

That is my understanding.

(By Mr. Burton) Did you hear the testimony here as to

Yes, sir.

That 18 the tract in Section 16 owned by Sunray. Where

It would be located on the south flank of the Devonian

If none of these tracts that have been mentioned as not

&/
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coming in, if they do not come in, cut all the other working
interests join, approximately G0%, in your opinion as a geologist,
wlll the interests committed insure effective control of the unit
area?

A Yes, sir, I belleve they would.

Q Do you believe tha% 1% w. .1l obtaln substantially all the
beneflts of the unit operation?

A Yes, sir.

Q wﬂat is your opinion as Lo whether the unit plan of
operations 1s in the interests of conservation?

A Yes, sir, I think that there are several reasons that it
would be beneficial to all the participants. It would provide an
orderly manner of drilling. It would allow a systematic'depletion
of the reservolr, and without any undue delay secondary recovery
methods could be initiated.

Q That is8 , you could go from your primary phase of recoven
right into secondary at the mostopportune time?

A Yes, sir.

Q And development could cccur without regard to these
interior lease lines, could it nct?

A Yes, sir, it could.

MR. BURTON: That is all the guestions,
MR. NUTTER: Any questions of Mr. Hodges?

BY MR, PAYNE:

Q ¥hat kind of control d4id you have in drawing these con-
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i 21, ocurrently shut in, and I was not able to find any production

tours?

A This was based on gecphysical control only.

4] Are there any wells producing in a horizontal and verti-
cal limit of the proposed unit; is there any producing well, not only
in the horizontal area, but the vertical area that is being uni-
tized?

A Within the unit itself?

Q Yes, sir, at present.

A No, sir, there are no.

BY MR, NUTTER:

Q No proration whatsoever from the top of the Glorieta on
down?

A Not in the proposed unit area,

Q This Skelly well in Section 15 i8 producing from the
Pennsyvanian at this time?

A There are three wells in the Fren-Pennsylvanian field,

S..elly No. 6 Lynch currently producing; Skelly No. 21 Dow in Sectioh

listed., It is still listed, but not shown as being shut in, the
No. 3 Dow Well in Section 15, and I presume it is still capable of
some production.

Q All three of these wells were producing from the Pennsyl-

vanian?

A From the Lower Pennsylvanlan.

_Q Your well is going to be drilled in the SE of the SW of
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4, 18 1t7

A Yes, sir.

Q That 18 on the high as far ae the Devonian contour is
concerned, also located on your highest contour on the Pennsylvaniah
contour map, correct?

A Yes, sir.

Q Mr. Hodges, in yvour opinion, gecloglcal opinion, 1s the
boundary of this unit sufficientlv large to afford a dequate controjl
of the unit for conservation purposes by the operator?

A Yes, s8ir, T belleve it 1s8.

0 In your opinion is the unit boundary unduly large to en-
compass acreage that 1s not within the closed contours as you have
determined them to be from the geophysical data?

A No, I believe the propcsed unit outline would encompass
the producing area.

MR, NUTTER: Any further questions of Mr. Hodges? You
may be excused.

MR, BURTON: Applicant offers 1ts exhibits into the
record.

MR, NUTTER: Sinclair's Exhibits 1 through 3 will be
entered in evidence., Do you have anything further, Mr. Burton?

MR, BURTON: That is all.

MR, NUPTTER: Take the case under advisement.
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STATE OF NEVW MEXICO )
) s8
COUNTY OF BERNALILLO )}

I, JUNE PAIGE, Caurt Reporter do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico Cil Conservation Comrnisslion a% Santa Fe, New Mexico, i8 a
true and correct reccrd to the best of my knowledge, skill and
ability.

IN WITNESS WHEREOF I have affirxed my hand and notarial seal

this 11th day of March, 1961.

N 2
/ .
s Kol LN

Nota%y Publiz]; Court Reporter

My Commission expires:

May 11, 1964.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHOME LM 2 g0

ALBUQUERQUE, NEW MEXICO

PAGE 21

IXDEX
WITNESS PAGE
J. R, TODLE
Direct Examinaticn by Mr. Burtcn 2
QUESTICNS by Mr., Nutter 9
QUESTIONS by Mr. Fayne 10
J. W, HCDRES
L.rect Examination by Mr. Burton 11
QUESTIONS by Mr. Payne 17
QUESTIONS by Mr. Nutter 18
£ £ H1I=I1ITS
NUMBER  EXHIBIT IDENTIFIED CFFERED  ADMITTED
Ex.#1 Map 2 19 19
Ex.#2 Unit Agreement 3 19 19
EX.#3 Rrochure 12 19 19
I d
3 0 herel“y c:r+ify that the foregoing {;
the 5 o FIO“““di“gs o,
hea: AN R 5/5[
------------------- . 196/
New X1co OlluCqueI.Va """""""" Examinen




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE i

BEFCRE THE
CI7 CONSERVATION COMMISSION
Santa Fe, New Mexico
March 3, 1961

IN THE MATTER OF:

)
)
Appliication of Sinclalr Oil & Gas Company for approval)
)
)

of a unit agreemenc., A4Lppilcaat, In tne avbove-styled Case
cause, seeks approval of the Keel Deep Unit Agreement,) 2214

whicn unit emobraces ©€,155.5 acres of Federal and State)
lands in Township 17 South, Range 31 East, iddy County)
New Mexico. )

Daniel S. Nutter, Examiner.

TRANSCRIPT CF HEARIKNG

MR. NUTTER: Case 2214,

MR, MORRIS: Apglicatlion of Sinclair $1i & Gas Company
for approval of a unit agreement.

MR. WHITE: Charies Wnite of Giloert, White & Gilvert,
Santa Fe, New Mexico, appeariag on behaif of the application. We
| a.s0 have associated with us Horace Burivon, atitorney out of iMidiand,
Texas, and ne will present The testimony. There are twce witnesses
S0 De 8Worn.

(Witnesses sworn.)

J. R. LODLE

calied as a witness, having been previousiy duly sworn, testified

as foilows:
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BY MR. BURTON:

1i you stcate your name, piease?

8

a J. R. Lodle.

Q By wnom are you employed?

A Sinclair 0ii and Gas Company, Reswell,

A What is your Jjoco With Sinclalr?

A District manager, New Mexico District in Roswell.

Q Is the proposed Keel Deep Unit area in your district?
A Yes, sir.

SO

Are you familiar with the proposed unit agreement?

A Yes, sir.
) Have you prepared a map of the unit area?
A We have prepared the large scale map there that is ident]

cal to the map shown 1in the unit agreement with the exception therg
is a little more information that might ce used at this conference
on the clg map.
MR, BURTON: ‘e wouid like to mark the map applicantc's

Lxniovis No. 1.

) With reference to txhiolt No. 1, wili you descrive the
type of acreage and one amount of acreaze in the unit?

A The unit, as shown on the exhibit there, is comprised of

Federal and State lands only. Ic comprises a totcal of 6155.45

acres. Of that amoun? 5675.45 acres are Federal, U480 acres are
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the unlit there which comprises Sections 3, 4, 5, 6, 7, 8, G, 10,
N/2 and SE of 16, whicn 1s State, and it is shown in yellow on that
map, veing the only State acreage. The rest is vlank, and 1t is
Federal and not colored, and the /2 of i7 and the N/2 of 18.
) Does it indicave tnne location of Fyour propcsed test well
in tnis area?
A Yes, it does. The iocasion 1s shown in the SE of tne Sy
of Section 4, 13,700 foot Duvonlan test in red.
MR. BURTON: We nave filed two coples of the proposed unit
agreement. Does tne Commission require more coples than that?
MR, NUTTER: We will require an executed copy within 30
days after the unit is effected. This is fine for now.
MR. RBURTON: We would 1like to mark the unit agreement as
Exhibit 2, a copy of it.
Q Mr. Lodie, 1s Exnioit 2 a copy of the proposed unit
agreenent for the Keel Deep Unit?
A It is an identical copy, of which we nave consierable.
MR. BURTCN: Mr. Examiner, we have oteen requested to make
one revision in the agreement, and it is an addition to Paragraph
138, Suoparagraph (i), Page 20, and it is a proviso which I have
pregared and marked as our Exnivilt l-a, which I would like to in-
ciude in the record.
MR. NUTTER: Does this extra paragrapn, or extra atate-

ment, does it go in following the conclusion of the Paragraph 18-i

as it is in the unlt agrecement at the present time?
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MR, BURTON: Yes, sir, It will ve added at the end of thd

paragrapi.
| MR, NUTTER: I see, this is Exhibitv l-a, tnen?

MR. BURTON: Yzs, sir.

MR. PAYNE: 1Is thiz a segregation clause, Mr. Burton?

MR. BURTON: That is a modification of the segregation
c lause, a further modification of it. The State leases are in
trieir secondary, veyond the secondary term, and one party has

thougnt 1t would be advisacle to change the agreement.

)

g Now, the unit area shown on Exhibit 1, has that been des-
ignated oy the U.G.S. as an area logically suﬁject £to unit developH
ment and ogeration?

A Yes, sir, 1t has, as of December 16th 0y the Acting
D rector of the Geological Survey in Washingiton.

Q With reference to the ualt agreement, I will ask ypu some
gquestions to bring before the Examniner the general provisions of tn

agreement, without Trying to go into devail. The agreement 1s hers

and, of course, will speak for itself.
2 Wnat is tne area veing anitized, that is, depths?
A All formations below the top of the G.orieta sandstone

which is found at approximately U357 feet in the Skelly 6 Lynch A
wnicn 1s shown in Section 15 on the large scale map you have befors
you there,

9] That 1is spelled out in raragraph 3, is it not, on Page 57

A Yes.

®
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Q And who is the unit operator?
A Sinclair 0il & Gas Company.
8] Is there a provision for the driliing of a ftest well and

drilling cf successive wells untii discovery?

A Yes., There is driliing to discovery within six months
after the effective data on a location @at would be approved on
Federal lands by the Director, and if on State lands, by the Comn-
missioner, to drill a Devonian test or discovery of unitized suo-

stances at a lesser deptn resulfting in production at paying guantit

8] That 1is set ou¢ 1in Faragraph 9, is it not?
A Yes, sir.
Q And the total deptn for fhe test well?

A 13,700.

Q After discovery 1is obtained, what is provided with refer-
ence ©o the development and operation?

A Six months after completion of a well capavle of a unit
discovery, tne o%erator will submit plans for the operétion and
development of a unit and, in additlon to that, ne will submitﬁ
additional plans vefore any existing pian nas expired.

] What apout tne participation in tneproduction and sharing
the costs after discovery?

A Schedules will be suvmitted tnat wilil set up a partici-
pating area of all tne unit iands that are then, at that time,

reasonaoly thought to be productive.

Les,

2 Will tne producticn then be aliotted on an acrease hasis
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A Yes, sir.
Q To ail of toose wao are inside the participating area?

A Yes, sir, inside the participating area.

Q Suppose thav some of the area , the leases or lands, are
never put in a participating area. Dces the agreement make any
provisicn for disposing cf that acreage?

A If they are not put into participating it provides for
autonatic elimination after five years.

o I call your attention ©o Paragrapn 16; what is that pro-

+

<
}4
6]
.

Q
o
!

there, Mr. Lodle?

A That is the conservation proration that operation here-
under will ve conducted in thie most efficient and economical nanner
GO recover the nost resources witacut waste as defined and pursuandy

to State and Federal regulations.

Q9 and when is the agreement to vecome effective?
A Effective date 1s after the approval by the Director and

tne Commissioner, for a term of five years.

s An initial Tterm?
A And, unless 1t isincapaocle of production, cr if it re-

sults in pr:duction 1n paying quantities.
Q Then it continues after the five vears, indefinitely, so
long as tne unit produces?

Yes, sir.

N

Q In general, do you kxnow 1if this unit agreement follows

the form prescriped b the 1.8 G.3.9
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A Yes, it does.

) And it 15 the fcrw that aas veen approved several times
oy tne Commiss.on?

A Several times previcusiy, yes, sir.

) Exhibit A to the unit agreement 1is a map of the unit ared

is it not?

A Yes, Exhivlis A is a map that is contained in the unit
agreenent.

A] What is Exnivit B?

A Exniovit B 1s a liist of the tracis, description of the laqd,
number of acres, serial numoer of varioug leases, lessee or record,

~

percentage of overriding royalty owners and the percentage of the
working interes: owners.

Q Does it also 1ist® the owners of the royalty, overriding

%

Yy e

royalvy, and wWworking interests?
A Yes, 1t does. It iistvs the overriding royalty owners and
working inverest owners.
Q What 1s the percertage cf the leases wnich are owned by
Sinciair 0il & Gas Company?

N . ERr o el X o A Y e ~7 D e o
A Sinclair owns apuroximetely ©5.7% oft.ie leases comprised

in the cuvlined area.

5] Have you communicated with ali the otner working interesi
owners %S¢ ascertain whetner or not tney wish to Join theunitu?

A We have, verbally and oy certified mail.

Al What 1s ftrne statas of $the commitied acreage?
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ways, LS
A
nasnered

Q

avcvout theirs?

thelir acreage to the unit.

A

State leases in Section 16, and taey are committed.

n

&O\

2

]

owned o0y

Cosden has agreed to join the unit?

“ir, Fair 0ii and Cosden.

The commitved acreage, the werkling interests joining are

Their acreage is snown, 1 ovelleve, on the bottom of the

3

not?

ot

Yes, it is. The one reason for the map there, We cross-
the areas there not corrmizted as of now.

In the Sunray acreage in Section 17, what is Sunray doing

Sunray owns Federal leases and they have refused tc commi
J

Have you heard {from Humsle?

Humble is considering Jjoining the unit at this time.
And they have some State leases in Section 162

Yes.

What avout Shell?

Sheli has committed Thelr acreage to the unit. Tney havs

They have a 40-acre liease in Section 162

Tnat's correct.

Movil is shown witn a LO-acre State lease in Section 169
They are considering at this moment,

And the renaining State lease in Sectipn 16 is snown to 4

three individuals and Cosden, I believe you stated that

0sd

ct
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W

ciined to join the agreement at this time.

0 So that in this tract only 1/L of the interest will oe
committed”s

RY Yes, sir.

4} Have you contacted the owners of the overriding royalty
incerestss?

A All of the overriding royally interest owners hnave been
contacsed oy certified mali. There are approximatvely 34 ownérs,
and of %the 34 owners over 23 nave Jjoined, totalling 91% cf the
cotal override -- 1T 1is alwost 92 plus.

Q If you haven't given us the figure, would you state wnhat
is tne percentage of tThe working lnterests now committed?

A The working interests now committed, I have the figures,

&5.6 of the total, which amounss %o 95.77% of the Federal acreag

=
w

and 16.66 of <he State, or a total of 89.6 total committed.
MR, BURTCN: That ig ail.
MR. NUTTER: Any questions of Mr. Lodle?

BY MR, NUTTER:

@ Mr. Lodle, you stated Humble was consldering Jjoining.

Does taat apply to coth of thelr ieases there?

A Yes, sir.

) And Mobil is considering?

A Yes, sir.

o Sunray is definitely ous?

A Sunray ic definifeiy oui. They advised us NTE
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In fact, tney were the first to advise us.

o)

initely notv going to come

.= -
yeuy

A

they indicated at one time they might.

new

27 MR,

Joi

Are these otiher tnree people in Tract No. 10 there defl-

in, or _ust haven't made up thelr mind
I couldn't say they def .nitely won't come in, because
The last We heard taey will

n.

PAYNE:

a)

that unlt, then what happens, we would have two unit orders out-

standing witnh the same acreage 1n votn.

A

A

Q

would have to change tThe entlire agreementc?

approval of the redesignacted areez from the U.S.G.S.

Ia

=,

and contraction?

A

If another unit is formed to the south,and Sunray joins

There 1s an existing unit to the south, the Skelly unit,

Directly south?

Yes.

Does Sunray intend to Join that?

I don't know sir, wnether tney 4o or not.

If we deleted the Sunray aceage irom your unit area you

MR. BURTON: Yes, we wculd, and we wouid have to obtaln

Does the unlit agreement contaln an agreement for expansigr

sir.

Yes,
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to the acreage which is not committed. It woulid, in effect, change
tne voundary of 1i%.

MR, NUTTER: 1Is your next witness a geoclogist?

MR. BURTON: Yes.

MBR. NUTTER: Any [urther questions of Mr. Lodle? He may

J. W. HODGES,

calied as a witness, naving veen previousiy duly sworn, testified
as follows:

DIRECT EXAMINATICN

BY MR. BURTON:

Q

)

State your name and employment, please.
A J. W. Hodges, employed by Sinclair 0il & Gas Company as 4
zeoliogist in Roswell, New Mexico.
Al Have you previously testified vefore the Commission in

sour capacity as a geocliogist?

A Yes, sir.

Q And you quaiificaticns as such are a matter of record?
A Yes, sir.

] Have you made a study of The Keel Deep Unit area which

is one sucject of this hearing?
A Yes, sir, I have.
Q And are you famillar withh the geociogical features that

are invoived?
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wrictten Iform, a orocnure?

Unit approximately 28 milies east of the town of Arvesia in a belt

ol snalliow permian preduction on the Artesian vacuum trend.

No. 2 owojective, Pennsylvanian sand, or Morrow section.

]

e

&

0
=)

A

0

o,

7

I8

caure,

tie Seven Rivers-Grayourg and San Andres lormations. Immediately
adjacent is the Fren Pennsylivanian fieid locafted in Section 15, 22

and 21 of Township 17 S uth, 31 East, and comprises three wells.

A

[

Have you reduced ;our investligation and findings to a

Yes, slr, we have.

MR. BURTON: We will mark this as applicant's Exhibit No.

Does your vrocinure contiain a locatcion plat of the area?®

Yes, sir.

That 1is shown as Exhibit 1 tc the vrochure?

Yes, sir, 1t i1s. The plat locates the proposed Keel Deep

What will ve the primary objectives in the tests that you

The No. 1 ovjectlive wiil be the Devonlian delomite, and

And if you willi, by reference to tine cutline in the ovro-

descrive briefly what the existing production in the area id

The existing production on the unit 1tself is confined cd

This 18 shown cn your Exnigit 3, i1s it not, the productigs

20
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A The nearest P nnsy.vanian production is in the three-well

Peansylvanian fielid.

thie Continental No. 12 Baish, a one-well pooi in the Maljamar field
approximacely six miles southeast.

A The unit agreement covers only rights below a certain dep
wriicn is, I believe, the tog of the Glorieta sand. Now, explain,
please, now you have arrived at flguring the vertical limits of the
Uit ?

A The vertical iimits of the unit were arrived at in going
tc tne next formation pelow the formation which nad production.

The San Andres 1is the lowest formation which has production cn the
!
Keel u..lt, and the n2xv formation would be tne Glorieta.

8 And that horizon-is specifically defined, is 1t not, by &
log which you include in your exnibits?

A Y s, sir, it is. We show that as Exiibit 4 of the geologi
cal vrochure, and that is a portion of the electrical log'of the
Skelly No. 6 iLynch waich is located 660 feet from the North and

W2st rines of Section 22, Township 17 South, Range 31 East, E~dy

County, New Mexico. The vertical 1iimits of the unit have been

) That 1s where?

A Sections 15, 22 and 21 of Township 17 South, Range 31 East.

2 Where is the nearest Devonian production at the present
Time?

A Tne nearest Devonian production at the present time is in

P - . LR Tectrianl i i
Lonigced ac LLF‘]E'IY ’r)y elecirical Jog wnhich is Woere we cgll
L 4 £ =N
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tne G.orieta.
MR. NUTTER: I

cegins at 4800 feet.

have a different 4 in my copy. My unit

MR. BURTCN: That is an obsolete exihivit.

MR. NUTPER: Had _ou originaliy contemplated tne unit to
start in the San Andres?
A Yes, sir, we nad, out after consultation with the U.S.G.S

it was found that 1t would ve vetter to start tne unitization av

next succeeding formatior

N
ie

MR. NUTTER: You can furnish us witn a correct Exhibit

can you not?
A Yes, sir.

s (By Mr. Burton

) Now, do you have a contour map of the

th

I~
e

Fennsylvanian and Devonlan structures whicn you find in this area?

A Yes, sir, we do.

Those are your
A No. 5 and No.
o What data are

A These strucour

Exhivits --
6.
these structures developed from?

es are coatoured from geophysical data.

A} Do you have any eXpianation or any description that you

would 1like to gilve with
A The plat shows

structure contour map, a

terminated on the north

show a closed anticlinal

reference to these formations?

, near the top of the Devcocnian on the
¢closed anticliinal structure which is

oy a faurt, and on the Pennsylvanian we

structure,
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Q Is all of the Peansylvanian structure as depicted on your

Bxnibit No. 5 included within the coundaries of the unit area?

A Yes, sir, it is.

Q Wnat avout this acreage in Section 15, is Section 15
included?

A No, sir.

O

You show a portion of iv.

A Inasmush as our primary ocvjective on this unit wiil ove
vne Devonian dolomite, the groducing limits, we should think, would
ot include the portion of Section 15 wnich already has a well
drilied on iv to the Pennsylvanian, and a well in Section 22 drilie
to the Devonian. The Pennsylivanian as shown on the contoured map

would occupy a slignhtiy larger area than that of the Devonian.

) What I am asking, thougnh, 1s, the portion of the Pennsyl-
vanian structure in Section 15 is outside the voundaries of the uni

A Yes, sir,

) Is there reason for that?

A Yes, sir. This was not included ‘n the proposed unit

inasmuch as that acreage in Secticon 15 1s already committed to a
unit.

9] Insofar as concerns The Devonian sitructure, you Snow a
portion of it in Section 15 and 22; is thav the same structure as
the one which you have proposed to test?

A No, sir, it is not. We believe that the two structures

T?

l wil: ve separated by g saddle or a scructural 1o
Py >} o L -
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- So that would notv progeriy e a part of the unit?
A No, sir.
) In your opinion, do you have, witnin tne unit area, all

of tne land whicn 1is expected to Le productive?
A We pelieve tnat the unit as ocutlined would encompass ail

of the production from the Devonian and from the Pennsylvanian.

o With the -exception of tThis acreage in Section 152

A Yes, sir.

) Do you know what unit that is in®?

A Yes, sir. I pelleve 1t 1s the Skelly unit.

Q Is that a recent unit, or has it bveen in force several
years?

A It has been in force for several years.

MR. NUTTER: Wnat is the name of the unit, do you know?
A The Skelly unit.

MR, NUTTER: Is that the full name?
A That is my understanding,.
% (By Mr. Burton) Did you hear the testimony here as to

the acreage which 1s not rceingz committed toc the unit?

A Yes, sir.
G - That is the tract in Section 16 owned oy Sunray. Where

is that located with reference tc the structure?
A

A It would be located on the south flank cof the Devonian

structure.

Q If none of these tracts that bhave been mentiocned as not




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 17

coming in, if they do not come in, ovut all the other working

interests join, approximately 90%, in your opinion as a geologist,

Will the interests committed insure effective control of the unit
area?

A Yes, sir, I oeliieve they would.

Q Do you pelieve that 1{ will ootain substantlially all the

venefitcs of the unit operation?

A Yes, sir.
o What is your orinion as to whether tne unit plan of

operacions 1s in tne interests of conservation?

A Yes, sir, I think that .here are several. reasons that it
would pe veneficial Co all The participants. It would provide an
orderly manner of driliiing. It would allow a systematic depletion
of the reservoir, and without any undue delay secondary recovery
mechods could pe initlated.

A)

right into secondary at the mostopportune Time?

A Yes, sir.
e And develcpment coulid occur without regard to these
intericr lease llnes, couié it not?

A Yes, sir, it coulaq.
MR. BURTON: That 1s ali the questions.
MR, NUTTER: Any questions of Mr. Hodges?

-

BY MR, FAYNE:

) What kind ol control did you nave in drawing these con-

That is , you could go from your primary phase of recoveq
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tours?
A This was vased on geophysicai concrol oniy.
2 Are fThere any we.is groducing i1n a horizontal and vercti-

cal 1imit of the progosed unit; 1s chere any producing well, not o

in the norizontal area, vut tne vertical area that is being uni-

tized?

A Within tne unit 1iself?

Q Yes, sir, atl present.

A No, sir, there are nc.
oY MR, NUTTER:

8] No prorationAwhatsoever Ifrom tne top of the Glorieta on
dowi?

A Not in the proposed unls area.

Q Tnis Skelly well in Secvion 15 is producing from the
rennsyvanlan at this time?

A There are {three wells in the Fren-Pennsylvanian field,

S eliy No. 6 Lynch currentl, producing; Skelly No. 21 Dow in Sectiqh
21, currentiy shut in, and I was not able to find any production

listed. It is stili 1isted, out not shown as being snhut in, the

No. 3 Dow Well in Section i5, anc I presume 1¢ 1s still capavle of
some production.

4] All three of unese wells were producing from the Pennsyl-
vanlan?

A From the Lower Pennsylvanian.

Q Your well is going o ve dprilled in the
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L, is 1t?
A Yes, sir.
A That is on the nizn as far as tne Devonian contour is

concerned, aliso located on wour nighest contour on the Pennsylvanig
contour map, cocrrect?

A Yes, sir.

o Mr. Hodges, in yo.r opirion, geoiogical opinion, is the
voundar, of this unit zufficientl; .iarge to afford a dequate contro
cf tne unit for conservation purposes by the operator?

A Yes, sir, I bLeileve 1t ’s.

9] In your cpinion is the unit ocundary unduly large to en-
corpass acreage that is not within the cliosed contours as you have
decermined therm to ve Ircn the geoéﬁysical data®?

A No, I veileve tie proposed unltc outilne would encompass
wne producing area.

MR. NUTTER: Aany further questions of Mr. Hodges? You
may ce excused,

MR. BURTON: Applicant offers 1ts exhioits into the
record,

MR. NUTTER: Sinclair's Exhibits 1 through 3 will ve
envered in evidence. Do you nave anytaing further, Mr. Burton?

MR, EURTCN: That is alii.

MR. NUTTER: Take tne case under advisement.

in




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 20

STATE OF NEW MEXICC )
) ss
COUNTY OF BERNALILLC )

I, JUNE PAIGE, Court Regorter, do nereb: certify that the
foregoing and attached transcript of proceecings vefore the New
Mzxico (GLi Conservation Comriission at Santa Fe, New Mexico, 1s a
srue and correct record to the vest of ny knowledge, skill and
ability.

IN YITNESS WHERECF I have affixed my hand and notarial seal

this 1lth day of March, 1901i.

1 Y~

P A4

v Puoblic g£ALourt Reporter

iy Commission expires:

May i1, 196k,

T do hereby cert C pen )
a conmis oo r.szfy that the foregofng Ta

41 < s
1 of the Proceedings in
2ring of Case No..&:.’./%.

RN /4 B . 19 /..

------ Examinen
ion Commission
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