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HE,  SUINTAMA: e 711 U211 vex
Zase Number E£718,

ME. TAYLUE:  The upplication o
TXO Production Corporation for compelsory poulin:, Tes Dsun
ty, New Mexico.

MR, DUINTANA: Ers thnerc gnvy
appearances in this casze?

MR, VANDIVEER: 3y, Tsasinar  m
name is David Vandivar from Artesia, New ¥evico, and [0 aco
pearing on behalf of TxO Produchticr Corvoraticr.

Apoearances?

JEFF A
being called as « wilness anao being doiy 3w

vath, testified as follows, to-wit:

BY MR. VANDIVER:

o} wWoeuld you state voor pans,
A My nere 15 Jeftf Bourgeois,

orn SFoToRs 01
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3 Ancd what'®s your occupation, Mr., Hdoeur-
geols?

A Fetreleumr landman with T3 Production
Corp,

o Have you in the recent past testiflsd pe-
fore the hew Mexico 011 Conservation Rivision snd have yous
gualifications acl2vted by the
Division and are they a matter of racord?

A Y¥es, Lney are,

MR VEMLIVER; {3 terner ¥r.
Bourgeols as an =xpert patroleum landman,

ME., QUINTAMA: He 1z considsred
an expert petroleum landman,

g Are vonu farpiliar with tn2 aprlication of

TXO Production Corgoration in Case Numper §71%, Mr. Hour-

geols?

poad
ma
|18}
-

L]
o]
=

Q What's tne nature and purepose of chat ap-
olication?
A ¥os, 1 am, In Case Hunmber 718 TYS szeks

an orcder pooling all

west quarter of the

ship 20 South, Ranys 338 EBast, Lea County Hew Mexico, 231

\

mineral interests underlying this zract from 2rne surfaus Lo
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be drilled on this

sidered

operating costs

seeks tu be designated as overa
for the risk involved in drilii
Q And is your

location in that
A Y3,

1580 feet from the

ine.

[,
i

18] What

leasehold interest 1rn the

A THZ nxy iea
aroximately 9% percent of the
acre tract.

Q End sre the

rave not agreed to pool

A Yeas.

there
ing of this well.

They are

other group is Mr.

tion.

»

Cdsée TR0 o winhes
and sompleting wn
£ funervision, 3
tor and have a on
ng our Bornesday B

proposad well ut

The Incation 2
and 315580 Feot Sroy
¥O  Troductinn 7
In gquastion?

mineral

s

=

rr

{
[47]

are two parties winou have yet ts consenl to

i —

15 well ana
n.i 2 LET
srse Lnvuhed
O . l v;F‘ ;.‘, 1 =

G SEANALTC
rosnotted Qb
3 {ngs \2Ed A o
areerabtison's

i thias 40

Tl s whio
AR YT e
ALTilT&T L

v Fha Syq o0
Tn®e Grli.—-
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plication have agrezed to Join in driiling the wel

cut at least o you, is that correct

“)

e

Yes, they have and I wisn at thisc tise o
make netice that the othar partiss otrer than the Welner 54

Byers, their interest shouid not ne affectsd by tnis case

ave not marked it put I haeve an affidavit of rEjling ra-
tlecting that notice was given te the other interest awners
1n the subdivision., If vou woceld like to have copiss, 1 can

have 1t marked.

MH.  DUINTENA: Mark 1t as  an
exhibit, and we'll enter it. That would be Exhibit Numoer
Eight?

MR, VANDIVER: o, sir. How

many  exhlbits do we have altogether? Are tnera

h
[
(7
<
Wh
o3
=

twelve?

MR. O'HARE: Twelve,

MR, VANDIVER: Could we mak>? it
Exnibit Thirteen?

MR, QUINTARA: That woul:it ke
fine.

MR, TAYLGH: Tkay, MY, Bour-
gaols, is the Weiner interest represented somehow Ly Texas
Crude?

A Yes, 1t 1s. On the application wMr., Casey
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weiner 1is who I've corresponded with and the =zrntirs Wainer

family is tied to Texas Crude Til Campany.

MR. TAYLOK: The family owns
the company?
2 Yos,
) Mr. BRourgeols, I'li hand you what's been

mnarked for identifi

Pund
0
Yl
T
[
(o]
o
Y
w
o
3
o
o
H .
i
s
1
or
o
D]
b
;:-J
ey
et
-
E’
[nt
=
i
(4
=

Thirteen and ask you to identify that, gplesse, sirx

£
A Exhiblt MNumber Thirteen ic tre zifidavat
2f mailing showing the parties on tha anpiicarioen have ra-

caived notica of this hearing and & cory of our apglicaticon.

Lo
8
[ ]
s
3
@]
o
~
A2
14
V]
.-..l-
n
o
r—l
i
)
It}
e
f]
[B 7
vy
W
1y
®
al
~
=
>

Exhibit One in this c2se and a3k vou what th
A Evhibit Numesr One 13 a iand Diab showlng
the proposed location cf our Kornegay No. 1 weil circled in
red.
The araes outlined in ya2iiow xould be tne

j0-acre proration unit dedicated o kthis wail

4w

Q And was ziat evhibit orepzared uy yoz or
under your direction and supervision?

A Yes, it was.

0] If U could refer you %o Apol.rant’s Exhii-

A Exhinit Number Two is Cuples »f corraas-

pondence to parties in an attempt to gzin thelr artl.
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tion or reach a leas=s wr farmout agreement as
pe for the drilling of this well.

Ry
~ -~
no <

X2
Q

e E you rresg

ticn

'y

narties listed in the applic

A Yas, 1 have,
3 Whao == a5d all eyvoedt zhe one

degcribed hava

correct?

A Yas,

4] #hat's the nature of vour off
other parties?

A The offer consists of a laase
tn he delivered to TXO at 75 parcent net revenue
their participation based 2a thelr intersst iun th
nit.,

] S in other words they would
ta an override equal to the difference hehtween
and existing purdens?

A That's| correct.

Q and Lhey have any rlght D wor

thereafte

a
"

ast

A No, nol back-in was off=zred,
2 g =—| did you offer the =zans

responded that they will participat

A Tans A
tne okher

t?

BOPoH nava

te, 13 tnat

fz2r o (he

1nter-

srrangaaant
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est owners who have approved that AFE, is that oorrect?

A That's corr

b

cT.

9] Because you have ¢ontrol of &1l the othe
interest?
A Right, We have conmitrmenis or leasnes

€
to all parties?

A Yes, I did.

Q o you feel thet it was 2 ressgrable of-
fer and a reasonable effort to get them tc aares £ jo1n  in
drilling of this weli?

A Yes, I dc. 1 think that is evidenced by
the number of parties who have lesssd to s or farvsd ot to
us on those terms.

3 And all of the gorrescondsac:s railosten
in  Exhibit Number Twe was z21ither greparsd by cou or  under
vour direction or supervision, is that correct?

A Yes, it is,

Q If I coulil refer vou to TVO's  EDxhiosir
sumber Three and ask yoo wiat thalt 1=, pl=zass,

A Uxnitlt Number Three 1lg¢ T¥O's  huthority
for Expenditure that we nave prapared for the arilling and
completing of this well.

Dry nole COSTS are soproxXimately
$223,750. Total compisted wall custs will b D482, 50,
Q And there aren't anv other working inter-~




10

11

12

13

14

15

17

18

19

20

21

22

23

24

25

hand on 95 percent of the mineral interest

0 Has TXO Production Corporatiocn driiled

cther wells to the approximate dapth of the srososed well

> [

,
F

Lea Countv, New HMexico?

A Yes, we have drilled s:ieilar tests witiin

the last year and feel thaet Lhase Couis 2re & rair sxtivmate
cf expenditures necessary for this well.

¢ Arnd was “his AFE grapaced by vou or uwvder
vyour direction or supervision?

A Yes, it was.,

¢ If 1 ecould refer you Lo anplicant's

Exhibit Number Four and ask you what that iz, please, siv?

A Exhioit Number Four iz a <copy =f  tne

re
P
v
Iy
o
g
[
(

L GOV

{

operating agreement which TYC wroposes £ ise

¢
§
h.?

oparations for drilling, completing, aad opaearating  our

SAsGE

Kornegay No. 1 Well.

[
(2}
o
m
s
3
v
=
j..a
jo]
i)
iat
£
™
j o]
-t
” (. b)
f —y
Y]
Py
iy
-y
“
(3
+
w
~
rr
Q

Exhibit A, it shows the contrast area, tne z0uLhazs:

parties. TXC is shown with a laittie aver 95

Y

Byers with 2.36 percent: and Ted Weiror Jrous with 2.5

percent,

- [ - ST T S 3 . 1 H $ 3
Q {3 thers snything else significant  abuout

Exhibit Number Tour:

“j

A Yes, Fwxhibit ¢ the TOPRG
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[

orocedure attached to the operating agreement, on page three

nfF this exhibit TXG is

~
[
lnx:‘:
&
D
[73]
or

[N
h

g the overhead rates to bhe
used in this well at 55375 per month for drilling well rate

and $538 per montn for producing well.

8] wnat is tne pasis for those charges?
A TX feels that tnese rates are  justified

in that the recent well drilled in the interval whicn TXD
uses for these overhead rates, which 1s 40006/12,000 feet,
we've had parties consent to these rates and aizo in the re-
éen£ case heard pefore chis -—- beforzs the Lxaminer on Sep-

tember 1lith, Case Number 2&%¥8, in which Order No. R-8043 was

v

recantly entered Lnto by the Division, these rates were ap-
vroved for a well to be drilled to a similar denth,

G . Okay, and, ¥r. Bourgecis, i1f I could re-

fer you to TXO's ixhibit Number Five and ask ydu wnat that

A Exhibit Number Five is an intaroffice
memorandum prepared by our Dallas Accouniting Gifice, showing
the overhead rates tu be used by respective districts in TXO

ana our district is the West Texas District.

This particular well i3 in Lhe

w

40GG/12,0060 feoot interval and it shows ths rates which are

i
!

tc be used for contract generating concerning this interval.

[S4]

Q And 1if 1 could refer you to TXO's Exhibit

Humber Six and ask you what that is.
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id
A Exhlibit NMumber Six is & copy of
ating agreement in which TXO drilled a well that fell

the 4000/12,000 foot iatarval and used the cvarhead

we're reguesting here.

1 smay pgalnt cut that tne cverhead

are identical to thoc rates con Exhinit Five, sencept

.7 percent increase Lhnat i3 shown on this interzffice

-* g Ll

G And do you feel thaco the overncad
wiitich you're requesting the Division to approve are [
reasonaple and justified in this case?

A Yes, 1 do.

o Do you nave anything furcther te

~

your testimony?

A NG, I don't.
k. VANDIVER: I wiil =
witness, Mr. Examiner.
dile LGUINTAHA: S IR
anter thesgs --
MR VANDIVER: Tag,

move the admission of Lxhibit Number Thirtsen and

Cne through Ssven -- One through Six, Mr. Ezaminer,

533

add

.

L4

L LEE S

(&4
)

Exhibits

MR. SUINTANA: Exnhinits

through Six and Exhibit Thirteen will be antezred

dence.

une
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13
CR3SS EXAMINATIGN
2Y MR, QUINTANA:
Q Mr. Bourgeols, this memorarncium from --

that vyou've entered as Exhibit Number five showing cverhead
rates, 1s that based on a company study?

A Yes, 1t -=- yes, it is. It's the Dallas
kzcounting Department did a survey concerning the overhead
necessary for a company of our size to drill these wells and
thesé are figures they -- they came up with.

And COPAS is tne Council 2f fztroleum Ac-
countants Societies and tnat is also the form o accounting
procedure that is prepared this COPAS group, and they ap-
oroved this 2.7 percent increase.

0 Thank you.

MR, QUINTANA: iny

the witness?

Oh, vyes, it wmicar have slivped
by me.
Q Wwny did you say that these two parties

nad not agreed to the peoling?

A

A At the current time they -~ the %Weiner

Lroup has the APE Circulating among parties for approval and
review, At tnis time we have not recelived any written con-

firmation.
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some farmout agreemsnts that we've zalready had Lo

crill the w=ll.

Q Thank vou.

~her questions of the witrness. He mav be exsuicd.

ANDREW T. O'HARE,

peing called as a witness and being duly sworn  up

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR, VANDIVER:
¢ would youa state your name, oleasa,
A My nan2 s Andrew T. O'dare,

extensions con  in order to gain the interesh aecessar

on

&

i
And Mr. Byers has »e trnat he s
4150 reviewing and will probably end un doining but  as  of
today we have no written cenfirmatian.

Q 8o hasically veu're pooling beciause tne
rig schecdule allows for you tn drill &t o spscifisc tlire and
vou can't cake the chence thait they would awen dain, right?

A Vs, wne'd like to have fhnese  intaracts
tied up so they havs (not Ciearly understccd) hefore wa have

ur-

Hils
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13
Q Fnd what's your occupation, Mr, O'hkarer
A 1'm a petroleum geolegist for 7XC Produc-
tion Corporation in Midland, Texas.
0 And nave you in the recent zast testified

nefore the New Mexico 0il (onservation Division and had your
sualifications as an expert petroleum gaologist accepted by
the Division and are your gualifications a mattsr of record
in the Division?
Q Yes. Just recently on Segtember 11ltr,
MR, VANDIVER: Mr. Examiner, I

tender Mr. O'Hare as an expert petrolsum geslogist,

MR, QUINTANA: I Can remember
fim well. You may proceea.
A Hmmm,
MR, CUINTANA: That wasn't

reant in a bad way.
He's consldered an expert wit-
ness., You may proceed.
Q dkay. Mr. O'Hare, have you rad2 a geclio-

0y

ical study of the area surrounding Secticn 13 in Township

£

20 South, Range 38 East, where the proposad well will be lo-
cated?

A ¥es, I have.

Q If I could refer you to¢ Applicant's Exhi-

1t Number Seven and ask you what that is, please, sir.
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ie
A Exhibit Number Seven is a production mao
of the local area surrounding the proposed location.

In that area 27 wells have been drilled
and of those 27 wells 22 wells have been drilled to the
depth of the Drinkara formation, which is the primary objec-
tive 1ir this proposed liocation, and of those 22 wells 4
wells were producers.

The Abo formation aisc had ane goproducer
in the area and the San Andres formation, the secondary ob-

jective, had six producers in the area.

0 Did you -- did you mention the Abo forma-
tion?

A Ch-hun.

G ) Mr. O'Hare, 1I'll refer you to Applicant's

Exhibit Number Eight and ask you what that is.

A Exhibit Number Eignt is a structure map
on top of the San Andres formation. In the general vicinity
six wells, which are denoted in green, have beer completed
in the San Andres formation.

Three wells had significant PST's done
during the time of drilling, which would indicate the 2zone
as being capable of production.

Those twe wells ars -- thosz2 three wells
are the Amoco House No. 1, the Amoco House No. i-B, as well

as the Amoco Arnold No. 1.
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Tt oarnrears to my investigation that tho
porosity in the San Andres producing interval, +trhus  desig-
aated, pinches out £5n the south and east, which would be de-
signated as an area =2ast of the Amoogo dousa 1-F. and thare-
fore mainly in Section 14.

Gur ovpropcsed location wil
structurally from the closest producer and 1 fe2i as if
2’1l be off the major goreosity trend; +*herefore making the

1Tion,

secondary objective i risky propo

(%}

*

] It

[#]
|
[
o8
s}

o

et

efer you, Mr. O'Hare, &0

TXO's Exhibilt Number Nine and ask you what thaet i3, oiease

E1r.
A Exnibit Number Nine is a siructure map on
top of the Drinkard formation. The twsive wells that were

completed in the Drinkard formation are desigrnzted in blue.

The Drinkard reservoeir, the prirmary ob-

jective of this well that we ara proposing, is a
strat/structural couwbination trap. To zempictz & favorable

well one must be both 1n 2 sufficient position structurally
as well as obtaining sutfficient porosity development in  the
brinkard reservoir, in excess of 5 opercent.

The iine of cross section next to be dis-

-

cussed 1s desigrated by th

1y
ot
}.
o
"
e
-
0
3
>
[
b
2

Q And if | could refer vyou, Mr, O'Hare, to

TXGC's Exnlbit Number Ten and ask you what that is.
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2

x

Fal

e

Xhibit Number Ten, <Cross section A-2°',
runs from the structural trough in the Burnet Dewey Well to
the south and the east, through our proposed lcoation,
through the Charles Reed Crown No. 1 Weli, further north to
the Texas Crude Hester 2-12, and continuing nortn through
two relatively recent Amoco Production Company wells, the
Cona B No. 2 and the Cone B No. 3.

As is structurally indicated on Exhibit
Number Nine, our proposed location is on the southern flank
of the closed structure of the House Drinkard Field, and is
just north of a mapped trough.

The porosity 1in the Burnet Dewey Well
oroved insufficient for production and 1 also feel that the
structural position of that well was insufficient, as well.

Moving further north through the other
two wells designated, the Charles V. Reed and Texas Crude
Hester 2-12, they were both economic producers from the
Drinkard formation.

The mora recent Amoco Cone B andé Cone -=-
Zone B NO. 2 and Cone 8 Mo. 3, recently drilled, completed
in 1878, appear to have been drained locations. They ara
both in faverable structural positions and as will be indi-
cated on my next exhibit, had sufficient porosity deavelop-
ment but I feel as 1f they were drained by proauction on the

northeast part of the field, which 1s reason for us stepping
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further south in ouv praopos=zd location rath=r than driiling
2  location 1980 off the sest line and 666G off  the north
iine, we feel to avoid potential drainage con thz proposed
ipcation we'd step out further to the south; Lnorefors in-

curring slightly more risk in obtainlng sufficiont porosity

b 4

irsvelopment for production, but aveiding the gddestion  of

-

=0s8sible drainage of tne reservoir,

by

refer ycu now to Exhibit Numbter Eleven
wnich 1is a porosity map compiled with ail dat. cvaillabls
from porosity logs in the area,

There are severel w~ells irdicated with
symbols of "ND" next to them, which indicatg that 4here wis
10 porosity log availanle on the electric log or resistivity
log; therefore, in order to remaln and Lo make my map cred-
ible, I used only wells that have porosity ivds on them,

As mapped, 1t indicates that we expect
approximately 20 feet of Drinkard porosity and we would hope
tnat there would be more but due to the contoured unature of
the porosity thick that is all, the sufficisnt amount that I
can map in the area,

C Ane  if you'd refer to EBuanibit Numier
Twelve and tell the Examiner what that it 1s, what is it?

A txhipit Number 1lwelve 1s a structure marg
on the Abo formation which, 1f you refer tso Iixhiklt Nursber

Nine, the structure is very similar on both the bhrinkard and
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)

the Abo horizons.
The Abo formation in this arca has had
one producer, designated in gray on the map, and of thet,

that well produced only 5000 barrels from the Abo.

b 1Y

Again our structural locacicn cr our
proposed location would be south and at the zcuthern exten-
sion o©of that high, and I also believe that tnis will be a
risky objective.

*] Mr. C'Hare, so in your opinion there will
be risk involved in attempting to obtain commercial produc-
tion from your proposed location,

A Yes, 1 do.

c Have you formed a professicnal opinion as
to the reasonable charge that should pbe imposed on noncon-

senting working interest owners?

A Yes, 1 have.
Q And what's that opinion?
A Due to the nature ¢f the prospect, which

is admittedly an attempt to extend the House Drinkard Field
further south, and again reemphasiziny our position of mev-
ing one location south to aveid drairage, anag as praviously
discussed, we expect pecause of that a slightly thinner por-
osity zone, I feel that it would be sufficient to ask feor
the full 200 percent penalty.

o) And, Mr. O'Hare, in your opainion will the
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approval of this application afford TX3J tne opportunity to
produce 1its just and ejuitable share of 0il and gas
economic loss caused by drilling unnecessary welis, avoid
augmentation of risk arising from the drilling cf ar exces-
sive numberr of wells, and ctherwise nrevent waste and pro-
tect correlative rights
A Yes, I do.
MR. VANDIVER: I1'11 pass the

~- 1 will move, first of ail, Lhe admission -7

by

xbhibice

)

Seven through Twelves and pass the witness.

through Twelve will be entered as evidence.

Any questions of :the witness?

S

tir. Bourgeois, as yocu kxncw, last time I grilles you --

A Mr. O'Hare.
#MR. QUINTANAS v, 2XCcuse me,
Mr., O'Hare, the last time, you kanow, I arilied vou on risy
factor. 1'd like to state that you did a fine jeu on show-
ing risk here,
No furthe:r: qguestions.
A Thank you.
MR. QUINTANA: TIU may e ex-

cused.
Is there anything Fureher in
Case 87187

If not, tne case will be taken

under advisement.

{Hearing concluded. )
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CLZRTIFICATH
is  BALLY W. B0YD, C.S.R.., DO HERERY

CERTIFY that the foregoing Transcript of ilearing hefore the
011 Conservation Oivision {Commission) was reported by me;
that the said transcript 1s a fuii, true, and correct record

of the hearing, prepared by me to the best of my ability.
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recy cesify that the foregoing Is
o he . arord of the proceedlngsin ;

e No. (g/f ’

f Case |
the txanuner hearing o i
heard by me on C//LJ« g 198 g

/ }, o :; f Lo .,;,_ Q_L—‘- , Examiner
ot Conservaﬂon Division




