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BEFORE THE 
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IN THE MATTER OF: 

A p p l i c a t i o n of Gulf O i l Cor­
p o r a t i o n f o r a u n i t agreement, 
Eddy County, New Mexico. 

No. 6101 

BEFORE: Richard L. Stamets 

TRANSCRIPT OF HEARING 
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Conservation Commission: Lynn Teschendorf, Esq. 

Legal Counsel f o r the Commission 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 

For the A p p l i c a n t : J e f f r e y G. Shrader, Esq. 
Attorney a t Law 
The Gulf Companies 
P. 0. Box 1150 
Midland, Texas 79 702 
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MR. STAMETS: C a l l Case Number 6101. 

MS. TESCHENDORF: Case 6101. A p p l i c a t i o n of 

Gulf O i l Corporation f o r a u n i t agreement, Eddy County, New 

Mexico. 

MR. SHRADER: Mr. Examiner, my name i s J e f f 

Shrader. I'm an at t o r n e y w i t h Gulf O i l i n Midland, Texas, 

and I have two witnesses. 

MR. STAMETS: W i l l the witnesses stand and be 

sworn, please? 

(Witnesses sworn.) 

MR. SHRADER: Mr. Examiner, Mr. Sper l i n g of 

Albuquerque has entered a l e t t e r of appearance i n t h i s 

case and I ' d ask t h a t the record so i n d i c a t e . 

MR. STAMETS: The record w i l l so show. 

ALLEN BRINSON 

being c a l l e d as a witness on behalf of the A p p l i c a n t , and 

having been duly sworn upon h i s oath, t e s t i f i e d as f o l l o w s , 

t o - w i t : 

DIRECT EXAMINATION 

BY MR. SHRADER: 

Q, Would you please s t a t e your name, by whom you 

are employed, and i n what capacity? 
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A. A l l e n Brinson. I'm employed by Gulf O i l Cor­

p o r a t i o n as a land agent. 

Q. While you have been w i t h Gulf have p a r t of 

your d u t i e s as a land agent consisted of f o r m u l a t i n g Nopal 

Draw? 

fl. Yes, they have. 

Q. So you are f a m i l i a r w i t h the n e g o t i a t i o n s t h a t 

have gone on i n p u t t i n g t h i s u n i t together and have personal 

knowledge as t o the numbers on i n t e r e s t owners who have 

agreed t o the formation of t h i s u n i t , and you are f a m i l i a r 

w i t h the u n i t agreement? 

fl. Yes. 

MR. SHRADER: Mr. Examiner, i s the witness 

q u a l i f i e d t o speak regarding t h i s u n i t ? 

MR. STAMETS: Yes. 

Q. (Mr. Shrader continuing.) What i s Gulf seeking 

i n t h i s a p p l i c a t i o n ? 

fl. Gulf i s seeking approval f o r i t s Nopal Draw 

Unit Area and u n i t agreement. 

Q. What type o f u n i t i s the Nopal Draw Unit? 

A. I t ' s a Federal e x p l o r a t o r y u n i t covering 1,920 

acres o f Federal land and fee land. 

I have an e x h i b i t marked as Gulf O i l Corpor­

a t i o n ' s E x h i b i t Number One. This shows the breakdown as t o 

acreage. 
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As shown, Federal lands c o n s t i t u t e 1,880 

acres, or 97.92 percent o f the u n i t . 

Fee lands c o n s t i t u t e 40 acres, or 2.08 percent 

of the u n i t . 

Q. What else does Gulf's E x h i b i t Number One show? 

A. The various columns on pages two through four 

of Gulf's E x h i b i t Number One are as f o l l o w s : Column Number 

One shows the t r a c t number as i t appears on E x h i b i t B of 

the U n i t Agreement. 

Column Number Two gives the l e g a l d e s c r i p t i o n 

of each t r a c t w i t h i n the u n i t area. 

Column Number Three gives the percentage of 

u n i t area which t h a t t r a c t covers and the exact acreage 

which t h a t t r a c t covers. 

Column Number Four gives the s e r i a l number of 

the lease i t s e l f and i t s e x p i r a t i o n date. 

Column Number Five shows the basic r o y a l t y 

under the p a r t i c u l a r lease and the r o y a l t y owner. 

Column Number Six shows the lessee of record 

and whether or not the lessee o f record i s committed to the 

u n i t . 

Column Number Seven shows the name of the over­

r i d i n g r o y a l t y owner, i f there i s one. I t also shows the 

percentage o f o v e r r i d i n g r o y a l t y r e t a i n e d and whether or 

not t h a t i n t e r e s t has been committed. 
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Column Number Eight shows the working i n t e r e s t 

owner and the percentage of the working i n t e r e s t t h a t has 

been committed t o the u n i t . 

0. Do you have a copy of the proposed Nopal 

Draw U n i t Agreement? 

A. Yes. Gulf O i l Corporation's E x h i b i t Number 

Two i s a copy o f the proposed Nopal Draw U n i t Agreement. 

Q. I s t h i s U n i t Agreement on a form p r e v i o u s l y 

approved by the United States Geological Survey? 

A. Yes, i t i s . 

Q. I n the Unit Agreement i s the p a r t i c i p a t i o n f o r 

r o y a l t y and o v e r r i d i n g r o y a l t y i n t e r e s t s based upon acreage 

w i t h i n the p a r t i c i p a t i n g area? 

A. Yes, i t i s . 

Q. Does the U n i t Agreement c o n t a i n a segregation 

clause f o r nonproductive acreage? 

A. Yes, i t does. 

0, Does the U n i t Agreement provide f o r subsequent 

jo i n d e r ? 

A. Yes. 

Q. And has the proposed U n i t Agreement received 

p r e l i m i n a r y approval from the USGS? 

A. Yes, i t has. 

Q. What i s the status of sign-up f o r the various 

classes of owners regarding t h i s u n i t ? 
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fl. I've prepared an e x h i b i t marked Gulf O i l Cor­

p o r a t i o n E x h i b i t Number Three. I t summarizes the various 

classes o f owners, both committed and noncommitted. 

Under the Federal acreage f i v e out of s i x of 

the lessees of record are committed. The only uncommitted 

i n t e r e s t i s t h a t of Texas O i l and Gas. 

Seven out of nine o f the working i n t e r e s t 

owners have committed. Again, Texas O i l and Gas has not 

committed. 

Yates Petroleum Corporation, which i s also not 

committed, i s being c a r r i e d by the r e s t of the committed 

working i n t e r e s t owners. 

Five out of seven o v e r r i d i n g r o y a l t y owners 

are committed. 

Under the fee acreage Yates Petroleum i s not 

committed but i s being c a r r i e d by the committed working 

i n t e r e s t owners. 

Q. Were these e x h i b i t s prepared by you or under 

your supervision? 

fl. Yes, they were. 

MR. SHRADER: Mr. Examiner, I have no f u r t h e r 

questions o f t h i s witness a t t h i s time. 

MR. STAMETS: I have one question. 
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CROSS EXAMINATION 

BY MR. STAMETS: 

Q. Mr. Brinson, on page two of E x h i b i t Number One 

Column Six, about the one, two, t h r e e , f o u r , f i f t h one down 

or I guess Tract Number Four, says RRDC. What i s RRDC? 

A. Yes, t h a t ' s Robertson Resources Development 

Corporation. I'm s o r r y , I should have --

MR. STAMETS: Any other questions of the w i t ­

ness? 

He may be excused. 

JERRY SAVAGE 

be i n g c a l l e d as a witness on behalf of Gulf O i l Corporation 

and having been duly sworn upon h i s oath, t e s t i f i e d as 

f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. SHRADER: 

0. Would you please s t a t e your name, by whom you 

are employed, and i n what capacity? 

A. I'm Gerald Savage, employed by Gulf O i l Cor­

p o r a t i o n i n Midland, Texas, as a g e o l o g i s t . 

Q. Have you p r e v i o u s l y t e s t i f i e d before t h i s 

New Mexico O i l Conservation Commission and st a t e d your 



q u a l i f i c a t i o n s as a geologist? 

R. Yes, I have. 

MR. SHRADER: Mr. Examiner, i s the witness 

q u a l i f i e d ? 

MR. STAMETS: Yes, he i s considered so. 

Q. (Mr. Shrader continuing.) What i s the purpose 

of the Nopal Draw Unit? 

R. The purpose of the Nopal Draw U n i t i s t o e v a l ­

uate the p o t e n t i a l f o r o i l and gas under the u n i t area. 

This prospect i s based on subsurface w e l l data, which i n d i ­

cates the presence of porous Morrow sandstones i n the area. 

S p e c i f i c a l l y , the Robinson Resources Number One Kuykendall-

Communitized, located i n Section 18, Township 21 South, 

Range 25 East, gave up measurable but uneconomical amounts 

of gas from the Morrow. 

I n a d d i t i o n , seismic data i n d i c a t e s the pos­

s i b l e presence of a Cisco r e e f , upper Pennsylvanian i n 

age, t r e n d i n g southwest i n t o the proposed u n i t area from 

the Springs gas f i e l d , which produces from a s i m i l a r zone. 

Q. What i s the l o c a t i o n of the i n i t i a l t e s t w e l l 

f o r t h i s u n i t ? 

R. The i n i t i a l t e s t w e l l i s t o be located 1980 

f e e t from the south and from the east l i n e s of Section 5, 

Township 21 South, Range 25 East, Eddy County, New Mexico. 

Q, What are the formations t o be tested? 
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A. We i n t e n d t o t e s t a l l formations of Pennsyl­

vanian age. 

Q. Do you have an e x h i b i t which shows the boundaries 

of the proposed u n i t ? 

A. Yes, I do. I t i s Gulf's E x h i b i t Number Four. 

This e x h i b i t shows the boundaries of the proposed u n i t w i t h 

a hachured l i n e . The u n i t includes the west h a l f of Sec­

t i o n Four, a l l of Sections Five and Eig h t , and the east 

h a l f o f Section 7, Township 21 South, Range 25 East, Eddy 

County, New Mexico. 

The proposed l o c a t i o n f o r the i n i t i a l t e s t 

w e l l f o r the Nopal Draw Unit i s shown by a yellow c i r c l e 

on the e x h i b i t . 

I n the event Texas O i l and Gas e l e c t s not t o 

j o i n or farm out t h e i r i n t e r e s t , we in t e n d t o move the 

l o c a t i o n f o r the i n i t i a l t e s t w e l l t o Section 8, 660 f e e t 

from the n o r t h l i n e and 1980 f e e t from the west l i n e . 

0, What else i s shown by t h i s e x h i b i t ? 

A. This e x h i b i t also shows a s t r u c t u r e contoured 

on top o f the Cisco formation w i t h a contour i n t e r v a l o f 

one hundred f e e t . The red dashed contour l i n e a t a minus 

4850 f e e t i n d i c a t e s a poss i b l e o i l - w a t e r contact. I n the 

u n i t area t h i s l i n e cuts a l l 320 acre p r o r a t i o n u n i t s . 

Q. Does t h i s e x h i b i t show a l l w e l l s i n the v i c i ­

n i t y which have penetrated the Pennsylvanian? 
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A. Yes, these are shown by colored c i r c l e s . Pink 

designates those which produce or have produced from the 

Cisco and brown designates the dry holes. 

As you can observe, a l l of the producers i n the 

Springs gas f i e l d l i e above the minus 4 850 f o o t contour 

l i n e . A l l o f the dry holes designated l i e below the minus 

4850 f o o t contour l i n e . 

Q. What do the small green c i r c l e s on t h i s ex­

h i b i t i n d i c a t e ? 

fl. The small green c i r c l e s i n d i c a t e seismic l i n e s 

t h a t t r a v e r s e the prospect area and have fav o r a b l y i n f l u e n c e d 

the prospect. 

Q. What chance do you f e e l t h a t t h i s u n i t has 

f o r the successful recovery of hydrocarbons? 

A. I b e l i e v e t h i s i s a moderate, t o good prospect; 

because p o r o s i t i e s and p e r m a b i l i t i e s of rocks vary, i t i s 

impossible t o be assured o f p o s i t i v e r e s u l t s , but favorable 

c o n d i t i o n s do e x i s t f o r t h i s prospect t o be successful. 

Q, From a g e o l o g i c a l viewpoint do you b e l i e v e 

the formation of t h i s u n i t w i l l p r o t e c t c o r r e l a t i v e r i g h t s 

and prevent waste? 

A. Yes, I b e l i e v e i t w i l l . 

Q. Was t h i s E x h i b i t Number Four prepared by you 

or under your supervision? 

A. Yes, i t was. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 12 

MR. SHRADER: Mr. Examiner, I have no f u r t h e r 

questions of t h i s witness. 

At t h i s time I would move Gulf's E x h i b i t s 

Number One through Four be admitted i n t o evidence. 

MR. STAMETS: These e x h i b i t s w i l l be admitted. 

CROSS EXAMINATION 

BY MR. STAMETS: 

Q. Mr. Savage, when you were t e s t i f y i n g , I b e l i e v e 

you i n d i c a t e d t h a t the west h a l f of Section 4 and a l l of 

Section 5 would be i n the u n i t and I am sure what you 

meant i s — 

A. Yes, s i r , you — you caught me. 

Q. Yes, t h a t ' s not c o r r e c t because these are 

long sections and you're only i n c l u d i n g what would be the 

west h a l f and the whole s e c t i o n i f these were standard 

sec t i o n s . 

A. A l l r i g h t , I ' l l re-describe t h a t acreage i n 

Section 4 and 5. I t w i l l i n c lude the south t w o - t h i r d s of 

the west h a l f of Section 4 and the south t w o - t h i r d s of 

Section 5, the east h a l f o f Section 7, and a l l of Section 

8. 

MR. STAMETS: Any other questions of t h i s 

witness? 

He may be excused. 
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I do have an a d d i t i o n a l question of Mr. Brinson, 

which he can answer from h i s seat. Ms. Teschendorf. 

MS. TESCHENDORF: Mr. Brinson, t h i s u n i t con­

s i s t s o f both Federal and fee acreage. 

MR. BRINSON: Yes. 

MS. TESCHENDORF: And, of course, i t ' s only 

4 0 acres o f fee land, but nevertheless, the O i l Conservation 

Commission does l i k e t o monitor or be able t o assert j u r i s ­

d i c t i o n over -- over the fee acreage. I t ' s our responsi­

b i l i t y t o look a f t e r t h a t , and I don't see anywhere i n the 

Uni t Agreement where the O i l Conservation Commission i s 

given t h a t . 

Under the plan of f u r t h e r development operations 

i n Section Ten of the Un i t Agreement I see only the super­

v i s o r of the USGS, and I was wondering i f you were aware 

of t h a t or what the reason f o r t h a t was. 

MR. BRINSON: We were not r e a l l y aware o f , I 

don't t h i n k . We can r e v i s e i t and make reference i n the 

agreement, i f you l i k e . 

MS. TESCHENDORF: I ' d l i k e the O i l Conservation 

Commission t o have also plans o f development submitted t o 

the OCC, since fee acreage i s involved i n the u n i t . 

MR. STAMETS: Anything f u r t h e r ? Both the 

witnesses are excused. I f there i s nothing f u r t h e r , the 

case w i l l be taken under advisement. 

(Hearing concluded.) 
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