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MR. STAMETS: We'll c a l l next Case 6613. 

MR. PADILLA: A p p l i c a t i o n of Grace Petro­

leum Corporation f o r a u n i t agreement, Lea County, New 

Mexico. 

MR. STAMETS: C a l l f o r appearances i n t h i s 

case. 

MR. COFFIELD: Conrad C o f f i e l d , w i t h the 

Hinkle Law Frim i n Midland, Texas, appearing on behalf 

of Grace Petroleum Corporation. 

I have two witnesses. 

MR. STAMETS: I ' d l i k e t o have them both 

stand and be sworn, please. 

(Witnesses sworn.) 

KENNETH H. GRIFFIN 

being c a l l e d as a witness and being 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. COFFIELD: 

Q. Mr. G r i f f i n , would you please s t a t e your 

name, address, occupation, and employer? 

h. I am Kenneth H, G r i f f i n , 501 Petroleum 

B u i l d i n g , Midland, Texas. I'm an independent petroleum lane 
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man w i t h G r i f f i n and Bur n e t t , representing Grace Petroleum 

a t t h i s time. 

Q. Mr. G r i f f i n , have you p r e v i o u s l y t e s t i f i e d 

before the O i l Conservation D i v i s i o n as a landman? 

fl. I have. 

QL And were your q u a l i f i c a t i o n s made a matter 

of record and accepted by the Di v i s i o n ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n of 

Grace Petroleum Corporation i n t h i s case? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the land owner­

ship and the property involved? 

A. Yes. 

MR. COFFIELD: Mr. Examiner, i s the w i t ­

ness considered q u a l i f i e d ? 

MR. STAMETS: He i s . 

Q. CMr. C o f f i e l d c o n t i n u i n g . ) Mr. G r i f f i n , 

would you please b r i e f l y s t a t e what i t i s t h a t Grace seeks 

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

A. A l l r i g h t . B a s i c a l l y , t h i s i s an a p p l i ­

c a t i o n by Grace Petroleum Corporation t o form a 1600 acre 

State and Federal approved u n i t i n Township 20 South, Range 

33 East, Lea County, New Mexico. 

Q. A l l r i g h t , Mr. G r i f f i n , would you please 
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r e f e r to what has been marked as Exhibit One and explain 

t h i s and what i t represents? 

A. Exhibit One i s the proposed u n i t agreement 

fo r the Smith Ranch Unit area. I t follows the 196 8 standard 

r e p r i n t w i t h the proper modifications to modify the form 

to f i t w ith the Commissioner's o f f i c e on the land i n the 

State of New Mexico. 

I t provides f o r the formation, d r i l l i n g , 

and development of the u n i t area. 

To t h i s agreement i s attached a land p l a t , 

which i s Exhibit A to the agreement. The land p l a t shows 

the 1599.96 acres being included i n the proposed u n i t . 

This acreage i s 1279.96 acres of Federal 

land, or 79.9 percent, and i t ' s 320 acres of State land, 

or 20.1 percent. 

We at t h i s point have contacted a l l owners 

w i t h i n the proposed u n i t area and anticipate 100 percent 

sign-up. 

Exhibit B i s a schedule of the leases to 

be included i n the u n i t area. I t includes a l l of the t r a c t s 

showing both the ownership, the expiration dates, the les­

sor/lessee, and the overriding royalty owners, 

Q. Mr. G r i f f i n , do you actually have joinder t 

these parties named i n t h i s — 

A. We, at t h i s point, do not have the agreemer 
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signed but we do have confirmation from a l l parties that 

the agreement w i l l be signed, subject only to submitting 

the proper operating agreement that goes with i t as support 

factors. 

Q. Are you prepared to submit at t h i s time 

a copy of the operating agreement? 

. A. The operating agreement i s i n the process 

of being prepared. I t i s not ready at t h i s time. 

I w i l l be f i l e d , of course, upon request 

f o r f i n a l approval. 

Q. Mr. G r i f f i n , what contact have you made 

wi t h the Commissioner of Public Lands f o r the State of New 

Mexico i n connection w i t h t h i s unit? 

A. We have contacted the Commissioner's o f f i c e 

set f o r t h our proposed u n i t area, and at t h i s point have 

been advised that they see no objection to the formation, 

the formation of t h i s u n i t . 

Q. Mr, G r i f f i n , likewise, with respect to the 

Federal o f f i c e s , the USGS s p e c i f i c a l l y , what contact have 

you made wi t h them? 

A. We are at t h i s point waiting f o r the f i n a l 

approval from the USGS but we have had several preliminary 

conversations w i t h them. I t has been f i l e d w i t h them f o r 

f i n a l approval, and again, we have been informed that we 

should anticipate any d i f f i c u l t y . 
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Q. Do you have any th ing t o add i n connect ion 

w i t h t h i s — 

A. I believe that p r e t t y w e l l covers the 

formation at t h i s stage. 

Q. Was t h i s Exhibit One prepared by you or 

under your supervision? 

fl. Yes, i t was. 

Q. In your opinion w i l l the approval of t h i s 

application by Grace prevent the d r i l l i n g of unnecessary 

wells and otherwise prevent waste and protect c o r r e l a t i v e 

rights? 

fl. Yes, I believe i t w i l l . 

MR. COFFIELD: Mr. Examiner, I move the 

admission of t h i s e x h i b i t . 

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

MR. COFFIELD: And I have no further 

questions of Mr. G r i f f i n at t h i s point. 

MR. STAMETS: Any questions of the witness? 

CROSS EXAMINATION 

BY MR. STAMETS: 

0. Mr. G r i f f i n , I see that the — i t does 

not appear to me that the plan requires that the Division 

approve plans of development or p a r t i c i p a t i n g area, i s that 

correct? 
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A. This would be normally done e x a c t l y as we 

do through the Commissioner's o f f i c e , and i t was my im­

pression t h a t they always seek your concurrence on t h a t 

before they approve i t . 

Q. So such a requirement would not present 

a problem? 

A. No, i t would be no problem. 

£X Does the agreement provide f o r D i v i s i o n 

approval of a change i n u n i t operator? 

A. There again, t h i s i s a standard r e p r i n t 

and I b e l i e v e t h a t we have t o advise you but i t does not 

r e q u i r e your approval of i t , as I r e c a l l . 

Q. Okay. 

MR. STAMETS: Any other questions of the 

witness? He may be excused. 

WILLIAM J. HENRY 

being c a l l e d as a witness 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. COFFIELD: 

Q. Mr. Henry, would you please f o r the record 

s t a t e your name, address, occupation, and employer? 

A. My name i s W i l l i a m J. Henry and I'm a 
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con s u l t a n t petroleum g e o l o g i s t i n Midland, Texas, and I'm 

repr e s e n t i n g Grace Petroleum. 

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

D i v i s i o n as a geo l o g i s t ? 

A. Yes, I have. 

Q. And were your q u a l i f i c a t i o n s made a matter 

of record and accepted by the D i v i s i o n ? 

A. Yes, they were . 

Q. Are you f a m i l i a r w i t h Grace's a p p l i c a t i o n 

i n t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the geology i n t h i s 

area generally? 

A. Yes, I am. 

Q. And t h i s p a r t i c u l a r property s p e c i f i c a l l y ? 

A. Uh-huh. 

MR. COFFIELD: I s the witness considered 

q u a l i f i e d ? 

MR. STAMETS: Yes. 

Q. (Mr. Cof f i e l d c o n t i n u i n g . ) Mr. Henry, 

would you please r e f e r t o what has been marked as E x h i b i t 

Two, i d e n t i f y t h a t e x h i b i t ? 

A. E x h i b i t Two i s a commercial land map which 

shows the ownership and general i n f o r m a t i o n of the area. 

I would l i k e t o p o i n t out t h a t the proposed u n i t t h a t we 
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are seeking i s outlined i n red, colored i n yellow. 

I'd l i k e to also point out that t h i s u n i t 

i s joined on the north by Union of California's Laguna 

Deep Unit, which was a Devonian prospect which they d r i l l e d 

to Devonian, had a show, but was not commercial, and they 

recompleted i n the Morrow Sand f o r about 2-million a day. 

And t h i s i s — i t would have been the l a s t f i v e or six 

months t h i s happened. 

Down to the south there i s some shallow 

Yates production that Anadarko i s operating, and there i s 

one Morrow w e l l , the ARCO Mahaffey that was d r i l l e d many 

years ago that i s s t i l l producing dually from the Bone 

Springs and the Morrow. 

And t h i s i s j u s t general information on 

t h i s . 

I would l i k e to point out one thing before 

we move on, which i s relevant to t h i s case. You w i l l note 

the KGS by Yates there i n the Section 11, the southeast 

corner. By request of the USGS we l i m i t e d our u n i t there 

because t h i s i s a l i t i g a t i o n which they jjeel w i l l be some 

time i n being concluded and they recommended that we e l i ­

minate the south t i e r of these sections because of t h i s . 

And, also, I ' l l present l a t e r , we have a 

Devonian map which we have some minor f a u l t i n g and they 

suggested that we l i m i t t h i s w i t h a f a u l t . This i s why the 
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u n i t i s cut o f f t h e r e . 

MR. STAMETS: I'm not c l e a r what — what 

KGS has got t o do w i t h the u n i t . 

A. Well — 

MR. STAMETS: Would you e x p l a i n t h a t a 

l i t t l e more? 

A. Yeah. Well , Yates b i d a low b i d and the 

USGS d i d not accept t h e i r b i d and so they say i t w i l l be 

some time before i t ' s s e t t l e d , so there i s nothing you can 

do about the acreage, and there's more than one than one 

t r a c t t h a t ' s i n v o l v e d i n t h i s . There's another one, I 

b e l i e v e , over i n 10, so they suggested t h a t t h i s w i l l always 

be a tho r n i n your side and e l i m i n a t e i t — 

MR. STAMETS: This i s not included because 

you have an ownership problem? 

A. Sir? 

MR. STAMETS: This i s not included because 

you have an ownership problem. 

A. They suggested we could never solve i t . 

But I mean t h i s was poi n t e d out t o us by them. Okay? 

Q. Okay, Mr. Henry, l e t ' s go then t o E x h i b i t 

Three. Please discuss t h i s and e x p l a i n what the purpose 

is ? 

A. E x h i b i t Three i s the Lower Morrow s t r u c t u r e 

which t h i s — our proposed r e s e r v o i r o b j e c t i v e i n t h i s u n i t 
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i s the Morrow Sand, and I show i n green on t h i s map, a l i n e 

of cross section, which i s my l a s t e x h i b i t which I w i l l 

discuss l a t e r , 

I ' l l point out that Amoco d r i l l e d a Morrow 

well t o the south end of the section i n Section — of the 

cross section i n Section 27; unsuccessful i n the Morrow; 

completed from the Atoka. This i s f a i r l y recent. 

The ARCO Mahaffey i n Section 14, which i s 

a Bone Springs-Morrow producing w e l l ; and then the Union 

w e l l to the north, and a dry hole on up to the north, which 

i s the Amerada Laguna Plata Well, which was a Bone Springs 

w e l l at one time; dry i n the Morrow. 

And at the USGS' suggestion we put the 

f a u l t , which has very l i t t l e throw on i t , across t h i s sec­

t i o n , which as my i n t e r p r e t a t i o n doesn't control the Morrow, 

but they suggested we put i t i n , so we did. 

I think, i t ' s been proved that the f a u l t i n g 

doesn't control the Morrow production, but t h i s was one of 

the problems that we had on the south end of the u n i t . 

MR. STAMETS: That's an administrative 

f a u l t . 

A. I f you say so, yes, s i r . 

Qi Going on to what has been marked as Exhibit 

Four. 

A. Exhibit Four i s an Isopach of the gross 
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Morrow Sands of r e s e r v o i r q u a l i t y which we t h i n k we w i l l 

encounter as we — the u n i t w i l l prove as we d r i l l up the 

Smith Ranch U n i t . 

As you can see, the Mahaffey had q u i t e a. 

h i t of sands and t h i n n i n g sands t o the n o r t h t o the Union 

Well, and t o the Iiaguha P l a t a and the Morrow being s t r a t i ­

g raphic, we f e e l l i k e t h a t we're i n good p o s i t i o n f o r 

Morrow p r o d u c t i o n . 

Q. Now t o E x h i b i t F i v e , Mr. Henry. Would 

you please e x p l a i n t h a t t o the Examiner? 

fl. E x h i b i t Five i s a s t r a t i g r a p h i c Morrow 

cross s e c t i o n showing the Morrow Sands; the production from 

the Amoco w e l l , S i n c l a i r Mahaffey, and the Union w e l l i s 

shown i n r e d as we move up the se c t i o n from n o r t h t o south -

south t o n o r t h , and then the Laguna Pl a t a Well i s up t o 

the n o r t h . 

As y o u ' l l n o t i c e , the sands i n t h i s p a r t i ­

c u l a r area are — they are t h i n , but there are q u i t e a few 

of them i n some of the w e l l s ; some of them don't have as 

much. 

0. I s i t your o p i n i o n , Mr. Henry, t h a t a l l , 

or s u b s t a n t i a l l y a l l , of the s t r u c t u r e w i t h which we're 

concerned here i s embraced w i t h i n the u n i t area? 

fl. Yes, s i r , 

g. Did you have anything f u r t h e r on t h i s ? 
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Q. Mr. Henry, were these e x h i b i t s Two, Three, 

Four, and Five prepared by you or under your supervision? 

A. Yes, they were. 

Q. And i n your o p i n i o n w i l l the approval of 

t h i s a p p l i c a t i o n by Grace prevent the d r i l l i n g of unnec-

cesary w e l l s and otherwise prevent waste and p r o t e c t cor­

r e l a t i v e r i g h t s ? 

A. A b s o l u t e l y . 

MR. COFFIELD: Mr. Examiner, I move the 

admission of E x h i b i t s Two through F i v e , 

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

m i t t e d . 

MR, COFFIELD: And I have no other questions 

of Mr. Henry. 

MR. STAMETS: Are there any questions of 

the witness? He may be excused. 

Anything f u r t h e r i n t h i s case? 

The case w i l l be taken under advisement. 

(Hearing concluded.} 
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