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MR, UTZ: The hearing will come to order, please,
Case 4939,

MR, CARR: Case 4939, application of Penroc 0il
Corporation for compulsory pooling, a non-standard
proration unit, an unorthodox gas well location, and a dual
completion, lLea County, New Mexico,

MR, KFLLAHIN: If the Examiner please, Jason
Kellahin, Kellahin & Fox, Santa Fe, appearing for the
Applicant, We have one witness I'd like to have sworn,

(Whereupon, the witness was sworn.,)

MR, UTZ: Any other appearances?

MR, EATON: Paul Eaton»of the fim of Hinkle,
Bondurant, Cox & Faton, P.,0. Box 10, Roswell, appearing
on behalf of Getty 0il Company and Kewanee 0il Company.

MR. UTZ: Other appearances? You may proceed.

MR. XELLAHIN: Mr, Examiner, before the Applicant
proceads, I would like to raise one point of procedure,
The applicatibn, among other things, seeks to force pool
the interest in the proposed non-standard proration unit.
I would suggest that the application in that connection
is premature under che statute providing for the compulsory
pooling of interest,

That statute as the Examiner i1s well aware provides
that where two. or more separately owned tracts of land

are embraced within a surfacing or proration unit or

KRt




L ot

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

where there are owners of royalty interests or undivided
interests in oil and gas memos which were separately
owned, or any combination thereof embraced within such
spacing or proration unit, the owner or owners thereof
may validly pool their interests and develop their lands
&8s a unit,

Where, however, such owner or owners have not agreed
to pool their interests and where one such separate owner
who has the right to drill has drilled or proposes tc drill
a well to said unit on said unit to a ‘:ommon source of
supply, necessary wells, etc., shall pool all or anv part
of such lands or interests or both in the spacing or
proration unit as a unit.

Now, one of ths protestants here, Kewanee 0il Company,
is in the proposed non-standard unit. They are not in
a position to say whether or not they would pool their
interests when they don't know what the spacing or
proration unit is; and I would suggest to the Fxaminer
and the Commission that insofar as the application seeks
to force pool interests, that it either should be denied
or continued until such time as the proration unit is
determined, at which time the parties owning interest
in that unit can determine whether or not they wish

to pool their interests in that unit,

MR, KELLAHIN: If the Fxaminer please, as I understand
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the argument, the Commission has not yet created a non-
standard unit; and therefore, Kewanee is novhere jp a
position to know whether they can pool or not,

In the first place, of course, we will offer
testimony of efforts to reach some type of an agreement
with Kewanee and Getty. In addition to that, in every
compulsory pooling order ever entered by this Commission
subsequent to the entry of the order the parties pooled
have a period of time to join on a voluntary basis; and
I believe ocur witness today will again renew his offer
to make any kind of a reasonable agreement with either
Getty or Kevianee,

MR, UTZ: You mean for two non-standard units or
one non-standard unit?

MR, KELLAHIN: For a standard or non-standard unit
or anything they can agree to,

MR, UTZ: Well, now, are you saying, Mr, Kellahin,
that Penroc would agree to a standard unit consisting of
the Fast half or West half of Section 1l providing you

can get together after the Hearing and before the Order

“is written?

MR, KELLAHIN: That is correct, Yes, sir.
MR, UTZ: Or in the alternative, you would try to
agree on the pooling arrangements for a non-standard?

MR. KELLAHIN: That's correct.

T
¢
.
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MR, UTZ: Fither way?

MR. KELLAHIN: VYes, sir,

MR, UTZ: Do vou have any rebuttal, Mr., Eaton?

MR, FATON: T don't fully understand Mr, Kellahin's
position, If he is suggesting that the Applicant proposes
a standard unit, then I would suggest that again perhaps
this Hearing is premature and it should be continued
to such a later and reasonable time by which the parties
have either agreed upon some unit or have not agreed,
at which time the Commission may proceed with the
Hearing of the applica£ion.

MR, KELLAHIN: Let me --, May I restate my position
then? There seems to be some degree of confusion. Our
testimony will show, and I don't mean to be testifying,
but in order to answer you I must say our testimony will
show that an effort was made to form a standard unit,

Without any success in that regard, we do now propose
a non-standard unit. Now, as I understand your argument,
you can't agree to pool the interests voluntarily in a
non-standard unit that has not yet been created.

Assuming we prevail in this Hearing, the Commission
will enter an Order granting.the non-standard unit, at
which point we have a unit which can be voluntarily
pcoled; and the Commission's Order always gives the parties

pooled an opportunity to join on a voluntary basis,
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1 MR, FATON: RAgain, as T said at the outset, my point
2 is this: 1 bhelieve that assuming that the Commission
3 were to approve this non-standard unit, then under the
4 statute, only at that time if the parties in that declared
5 unit do not agree upon the pooling of this interest, can
6 one of the parties therein come hafore this Commission
7 with an application to force pool the interests in that
8 unit,
9 Here, one of the parties has sought and is seeking
10 to force pool interests in a unit which has not been
11 established,
‘ 12 MR, UTZ: A standard unit?
13 MR, EATON: Into a non-standard unit,
14 MR, UTZ: You are not contending that a non-.tandard
15 unit cannot be forced pooled; are you?
16 MR, EATON: No. I'm not,
17 MR, UT%2: Mr, Kellahin, in the event ghat we go
18 ahead and hear the case, wpuld you continue to try to
19 J reach an agreement before such time as the Order is
20 written?
21 ‘ MR, KFLLAHIN: Yes. But as I understand Mr. Faton's
29 argument, until the Order is written there is nothing we
23 can agree to. I think he is being unduly technical in
o4 sayving you can't do the two simultaneously,., That's about
25 the size of it., We are asking to create the unit and force
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pool it at the same time; and Mr, Faton's position, I
take it, is that you cannot do this,

It's been done, of course, in the past. Y don't
think the cduestion has ever heen squarely presented to
the Commission, however. To mv knowleddge i% hasn't,

MR, UTZ2: 1Is Mr. Kellahin correct in that your
contention is that as far as the non-standard unit is
concerned you have nothing to talk about until we create
that unit?

MR. FATON: Insofar as joining. Insofar as
permanent joining or pooling of interest,

MR, CARR: Mr, Kellahin, have you attempted to
negotiate with Kewaneé on the basis of what your proposed
non-standard unit would be?

MR. XKELLAHIMN: Yes,

MR, CARR: You have?

MR. KEFLLAHIN: Yes, we have,

MR, UTZ: Mf. Faton, I'll overrule your objection;
and we will hear the case, And we will arrive at a
period of time after I hear the case and before I write
a recommendation for vou and Penroc to try to get
together, your clients and Penroc to try to get together
on a voluntary basis,

Before this case is closed, we will arrive at what

that period of time will bhe,

\w!' w
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MR, FATON: Thank vou,

JOHN CASTLF

was called as a witness and having been previously sworn
according to law, testified as follows:

DIRECT EXAMINATION

BY MR, KELLAHIN:

¢} Would you state your name, please?

MR, KEFLLAHIMN: FKas the witness been sworn?

MR, .CARR: Yes, He has,

0 With whom are you employed and in what position?
A President of Penroc 0Oil Corporation.
0 That is the applicant in this case?

A Right,
0 Have you ever testified before the 0il Conservation
,Commission and made your qualifications a ﬁatter of record?
A Yes, I have.,
MR. KELLAHIN: Are the witness' qualifications
acceptable?
MR, UTZ: Yes, sir, They are,
Q {By Mr, Kellahin) Mr,., Castle, what is proposed by the
Applicant, Penroc, in Case Number 4939?
A Penroc requests permission to form a non-standard unit
consisting of the East half of the West half and the-
West half of the East half of Section 11, Township 24

South, Range 34 East, Lea County, New Mexico, being

YWY
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3120 acres and to force pool Kewanee Nil Company who
owns 3/16 or 60 acres of unleased minerals under the
proposed unit and to duly complete from the Atoka and
Morrow formations a well propcsed to he drilied 1980
feet from the West line and 660 feet from the North line
of said Section 11,
Now, you say Kewanee owns 3/16 or 60 mineral acres,
Is that undivided acreage or undivided interest in the
area?
Kewanee has undivided mineral interest.
It's undivided?
Right,
Referring to what has been marked as the Applicant's
Fxhibit Number 1, would you identify that Fxhibit, please?
Fxhibit Number 1 is a lease ownership plat with the
proposed unit outlined in yellow, showing Penroc's
13/16 interest expiring 3-15-75 and Kewanee's 3/16 interest
unleased minerals with, of course, no expiration date,

It shows the offset operators to the proposed unit,
NMow, referring to wvhat has been marked as Fxhibit Number 2,
would you idéntify that exhibit?
Now, your question again, Mr, Kellahin?
Referring to Fxhibit Mumbler 2, nowv, would you identify
that exhibit and discuss the information shown on it?

Exhibit Number 2 is a structural map contoured on top of

Rt g
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the Atoka limestone pay. It shows in color code the
completion interval of the wells within the location of
the plat. There is a partial copy of the electrir log
on the bottom left-hand corner which shows the correlation
peint,

Now, this is on the top of the Atoka, the well circled
in green immediately north ¢f your nroposed lacation?
Yes. The wells in green are Atoka completions.

And there is the one well north and then the only other
wells in here are to the West; is that correct?

Yes, West and Northwest, 2And there is two wells to the

Fast, one almost directly East completed from the Morrow;

.one Northwest which was a dry hole,

Is there any other well currently drilling in the vicinity?
No, There are proposed wells in the near vicinity.,
Now, on the basis of the structure as showﬁ‘here and
in your opinion, is only ycur propcosed unit productive
from the Atoka?
We believe it to be,
Referring to what has been marked as Exhibit Number 3,
would you identify that exhibit?
MR, UTZ: FExcuse me just a moment, This pariial
log on Exhibit 2, is that the well located in the Northeasq

guarter of Section 4, the well marked Number 27

THE WITNFESS: 1It's the well marked Number 4 in
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Section 4,
Fxhibit NMumber 3 is a structure map contoured on top of
the Morrow formation, has the same color code as Fxhibit
Numbher 2, Also, it has a copy of a well, a copy of a
poition of a log from a well in the hottom left<hand
corner; and this log is from a well located 1650 from the
Fast line and 660 from the North line of Section 4, It
is the well nearby the well which we were just talking
ahout,

MR, UTZ2: The well marked Number é on your exhibit?

THE WITNESS: That's correct.
{By Mr, Kellahin) Now, is that the closest Morrow
production to your proposed location?
Yes, it is.
And that would be something over a mile, nearly two
miles away; is that correct?
Approximately a mile and three-quarters,
211 right,

MR, UTZ: What is the well detonation of that well?
It's obliterated on your map --

THE WITNESS: The well--

MR. UTZ: -- or on your 1loqg,

THE WITNESS: You mean the Well lumber 2 located in
Section 4?

MR, UTZ: Yes,
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TIIF WITNFESS: It is Atoka Antelope Ridge Number 2,

MR, UTZ: Number 2?

THFE WITNESS: Yes, which is operated by Shell,

MR, UTZ: 1Is that the B,E. Number 2, now?

THE WITNESS: Yes, The name has been changed since
this log was made,

MR, UTZ: B.F. is not applicable now?

THE WITMESS: No.,

{By Mr, Kellahin) Now, again on the basis of information
you have, in your opinion is the entire 320 acres vyou
propose to dedicate to the well productive from the
Morrow formation?

Yes,

What is your reason then for your unorthodox well location,
Mr, Castle?

Structure, We would like to stay as structurally high

as possible, We believe that it is. We don't know
where water is either in the Atoka or the Morrow; and we
believe we will be able to produce more gas from our unit
by stayving as structurally high as we can,

There is none developed to the South nf you?

No. That's right,

None at all? WNow, referring to what has been marked

as Exhibit Number 4, would you discuss that, please?

Exhibit Number 4 is a proposed dual completion sketch.

>

Cotod
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How do you propose to complete that well for production
from the Morrow and the Atoka?

We propose to set 350 feet of 12 and 3/8 inch casing,
350 feet of 3 inch casing approximately 5250 feet or

10 and 3/4 incsh casing,)2,100 feet of 7 and 5/8 inch
casing and then use a 5/8 liner from the 7 and 5/8 inch
casing to proposed TD of approximately 13,500 feet and
dually complete through two strincgs of 2 and 3/8 inch
tubing,

And you will Qet a packer above the Morrow; is this
correct?

Yes. They will be, both zones will be separated,
produced each zone separately.,

What type of packer do you propose to use?

It will be dual 75, Otis 7 and 5/8 dual and hvdrolic
packer,

That would be the upper packer?

That would be the upper packer,

Yes, sir., And the lower, Otis packer, also?

Yes, sir,

In your opinion will the type of completion you are
proposing here give effective separation between the two
producing horizons?

Yes.

Have you any indication of what pressures might be in the

‘.rr}""'
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two zones?

It could possibly be as much as 9,000 pounds hottomhole
pressure in the Atoka zone and 4,000 to 6,000 pounds in
the Morrow,

And so you are talking ahout a pressure differential of
3,000 to 4,000 pounds?

Yes,

And in your opinion this will effectively separate that
pressure?

Yes.

Now, referring to what has been marked as Exhihit Number 5,
would you identify that exhibit?

Exhibit Number 5 is Penroc's well cost estimate., It shows

the cost of a dry hole and the cost of a dually completed
well,

And the dry hole costs $320,175?

Yes,

And a completed producer for dual completion is how much?
$424,400,

Now, have vyou drilled wells or has Penroc drilled wells
in that area?

Not in this immediate area,

Have you drilled Morrow and Atoka wells?

Yes.

Are the costs you have here based on the information you

L EC
2
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acquired in such drilling?

Ves.

And vou feel they are reasonable for this well?

Yes,

Now, the case here is advertised for consideration,in
addition to other factors,of the cost of a provicicon €or
recovering the cost of the well including a risk factor,
Are there any particular risks involved in drilling here?
Yes., There is quite a few risks., There has been several
blow-outs in the area; and then, of course, there is also
a possibility of a drv hole,

Where were the hlow-outs? What area are you talking about
there?

Well, the Texas West Well immediately North blew out from
the Atoka. 1In Section 4 the well located 1650 from the
Fast and 660 from the North also blew out in the Atoka,
and I believe one or more of the‘Bell Lake units on the
West blew out from the Atoka and possiﬁly other zones,
I'm not sure,

But you were talking here, of course, about the Atoka
primarily on the blow-out; is that correct?

Yes.,

Has this created additional hazards not normally
encountered inldrilling wells?

Yes, it does,
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And other than the risk of drilling a dry hole, are there
any other risks?

There are a lot of circulatinn prohlems in the area,
That is one of the reasons for setting the casing as deep
as you do.

On what basis, what do you consider to he a reasonable
risk factor to be assigned to the well?

300 percent.

Now, in addition to the risk factor,this calls for a
provision for the allocation of operating costs and
charges for supervision of the well, What supervision
charges do you consider reasonable?

We usually charge for administrative overhead cost for
single completed well $125 per month, $150 per month for
the dually completed well,

This is what you would propose for this well?

Yes.,

As for the force pooling, did you make an effort to
obtain a voluntary agreement from both of the offsetting
owners, Kewanee and Getty?

Yes, I did. I had more than one conversation with both
of them. Exhibit Number 6 shows the dates and notes on
those conversations with beth Kewanee and Gétty.

And they show who you talked with and who talked with

whom or each of the companies; is this correct?
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Yes, it does,

Are these records that were kept in the course of your
business dealings with these companies?

Yes, it was,

Did you propose at any time with Kewanee to form the
non-standard unit you are seeking here today?

Yes. First, we tried to form a standard unit and were
unsuccessful and then the non-standard unit.

Now, you say you attempted to form a standard unit, Now,

referring to Kewanee, what unit did you propose to form as

a standard unit?

We offered with both- Kewanee and Getty to form either the
East half of Section 11 or the Wes£ half. Well, the East
half of Section 11 would be with Kewanee, The West half
of Section 11 would be with Kewanee and Getty and the
North half of Secgion 11 would be with both Kewanee and
Getty. |

Did you propose all three of those alternatives?

Yes, we did,

In addition, you did propose to form a non-standard unit
in the same area involved in this application?

Yes, We also asked if they would join in the unit and
which they said no, We asked if they would fam-out.

The answer was no. Ve asked if they would sell and the

answer was no,

T

I
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Did you offer to sell to them?
Yes, we did, Ve didn't offer toc sell to Kewanee, but
we did to Getty.
What were the results of all of these contacts with the
two companies?
The answer was no on all proposals,
Were Fxhibits 1 through 6 prepared by you or under your
supervision?
Yes,

MR, KELLAHIN: At this time I will offer into evidencel
Fxhibits 1 throuah 6 inclusive,

MR, UTZ: Without objection, Exhibits 1 through 6
will be entered into the record qf this case.

{By Mr, Kellahin) Do you have anvthing else to add, Mr,
Castle?
I might mention a little more about the proposed wells in’
the area., I believe Texas West has a propqsed_well in the
South half of Section 2 which would be immediately North
of our proposed location, which shows on our location plat,
on our lease ownership plat to be Aztec,

I think Texas West has a farm-out from Aztec which
they can earn by drilling, Also, Belco has proposed a
well somewhere to the East, possihly in Section 1, Should

it be in Section 1 and their unit be' the South half

of the North half, then it would take in portions of both
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Kewanee's and Gettv's acreage and could possibly then
hold their leases in Section 11 by production, PRelco's
lease in Section 1,also in Section 12, expires 2-1-74,
S50 they have told me they will do something before that
lease expires.
What's the expiration date on your lease?
3-15-75,
Mr, Castle, you heard the discussion, the ock:jection at
the outset of thisz Hearing. Is Penroc still willing to
attempt to negotiate either a standard or non-standard
unit with Kewanee or Getty or both?
Up until the time we get the ruling on this Hearing we
will be willing to make any reasonable deal, We would
rather have a unit consisting of the North half of
Section 11; and if that would be the unit, then our
location would be a legal location; bhut we would be
willing to make any standard unit, either the North half
or the West half of Section 11,
How much time did you feel would be reasonable to work
out somethihq?
I have been working at it quite a while alreadv, and I
feel that within, say, 2 or 3 weeks after this Hearing
they should be able to let me know something.

MR, KELLAHIN: That's all 1 have, Mr, Utz,

MR. UTZ: Are there questions of the witness?
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1 MR. FATON: Yes, sir.
21| MR, UTZ: Mr, Eaton?
i
3£i CROSS=FXAMINATION

4 BY MR. FATON:

5 0 Mr. Castle, it is your understanding and my understanding
6 that in Section 1l Getty 0il Company owns the lease

7 covering the West half, West half?

8 A That's correct,

9 0 Kewanee cwns the lease covering the Fast half, Northeast
10 quarter and the Northeast quarter, Southeast quarter?

r

ull 2 That's rignt,
12 0] Which is due to expire March 1, 1975?
N 13 A Yes,

14 o) That Kewanee owns 60 mineral acres in the middle section

15 of Section 11 for which you propose the non-standard unit?
16 A Yes,

17 0 And that Penroc owns-the'legse and the remaining 100 or 260
18 acres which is due to expire March 15, 19757

19 A That's right,

éO 0 Okay. Wow, you have made reference to a proposed well
21 of Texas West 0il and Gas Corporation in the South half
29 of Secticn 2. Do you know when that well is to be

y
23 commenced?
04 A Now, I ?alked to Aztec, who presently owns the lease.
25 They told me it had to be started by May 5th,
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Of this vear?

Of this vear.,

Anéd do you understand that it is to be a Devonian test?
No. I didn't know., I didn't ask how deep they were
going,

bDid you have any information or knowledge as to how deep
the well was to be drilled?

No,

If that well is to be a Devonian test, would that
information along witnh the knowledge that it would be

commenced in less than four weeks have any bea2ring upon

Penroc's decision to ask for the non-standard well location

for the non-standard unit or Penroc's opinion that there
should be a 300 percent risk factor?

The well being drilled in the Devonian wouldn't make

any difference to Penroc, The only intervals that
Penroc is interested in at the present time would be the
Atoka and the Morrow,

Now, if that well were tested in the Atoka and the
Morrow, would it furnish valuable information to Penroc
with respect to its proposed drilling in Section 1172
Well, it would be information which we would be glad to
have. The original well was drilled tight. T don't know
whether they plan to drill the second well tight or no%,

so we may not have the information, but it is fairly close
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information if it were located farther South,

If the proposed well is in the Northeast quarter of the
Southwest quarter of Section 2, it would be less than
half a mile from your proposed well; is that correct?
No. That would put it exactly a half mile from our
proposed location,

All right, MNow, you have stated that you have talked

to Getty and to Kewanee trying to make deals with them,
Is that correct?

That's right,

Wasn't it a fact that in your conversations with them
they advised you of the proposed wéll in the South half
of Section 2?2

No. Neither of them knew where the well would be
located or they told me they did not know. They thought
there was a proposed well, but they didn't knoew what the
location would be,

They made no mention that it was to be drilled in the
South half of Section 2?

No. On the Texas West 0il and Gas farm-out, I believe

Aztec also includes a section North of 2; and as we were

-discussing with Getty and Kewanee, neither of us knew

whether it would be drilled in Section 2 or 34, I guess

it is,




24

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

Did Kewanee or Getty advise you that until Texas West
drilled the well that they were not in a position to
evaluate their acreage in Section 117

They mentioned they would like to watch other development
in the area, ves; but as far as Penroc is concerned,

we -- say Texas West does drill their well in the South
half of Section 2 and gets a dry hole. Then, of course,
Kewanee and Getty would be very easy for Penroc to deal
with. Should they get a producing well, we would bhe

in the same position we are now. We would be unable

to make a deal,

Assuming that Texas West got a well in the Atoka or

the Morrow which is of interest to you, do I understand
you to say that Kewanee and Getty would not trade with
you if necessary?

I don't believe they would, or they would trade now,

If they did not, then there would be nothing to preclude
you from force pooling them; would there?

That's what we are doing now.

But at least at that point of time beoth you and they
would have a much better understanding of the situation
in the North half of Section 11 or in all of Section 11?
Well, we would have a little more information,

Now, has Aztec, owning the South half of Section 2,

consented to this proposed location of vyours?

Lt vvyrr
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No. They told me that they didn't think that they would
ohject at a Hearing; bhut thev weren't sure at that time,
Under the non-standard unit as proposed by you, Penroc's
interest would he exactly §1.25 percent; would it not?
Our proposed unit and proposed location, Penroc would
have 13/16, Kewanee, 3/16 of the unit,

On any other standard unit Penroc would have a much
smaller interest; would it not?

No, Yes. On the North half of Section 11 which Penroc
would rather have, Penroc would have 13/32; Kewanee,
1}/32; Getty, 8/32. And I have it for the other units
if you would like those,

MR, UTZ: Would you give me that again, please?

THE WITNESS: By making the unit in the North half
of Section 11, Penroc would have 130 acres or 13/32 of
the working interest. Kewanee would have 110 acres or
11/32, Getty would have 80 acres or 8/32., And if you
did not get our propcsed non-standard unit, Penroc
would have 260 acres or 13/16: Kew#nee, 60 acres or 3/16,

MR. UTZ: Thank you., Does that include Keﬁanee's
undivided iiiterest in their North half?

THE WITNESS: Their 60 acres of minerals,

MR. UTZ: Okay. Proceed,

(By Mr, Eaton) Now, if the non-standard unit were

approved, with respect to Getty's acreage in the West
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1 half, West half of Section 11 and Kewanee's';creaqe in
2 i the Fast half or at least in the North three-quarters
3 of the Fast half, Fast half, in order to develop that
4 acreage with respect to the acreage of each company
5 it would be necessary to drill what, two additional
6[ wells: would it not?
7 A 1 don't know what “ewanee or Getty would be with their
8 undrilled acresqge.
9 0] But the gquestion is, Mr, Castle: TIf they wished to
R 10 develop it, each would have to drill a well; would they
11 not?
’ '12 A Yes., So it would be better if they would join in our
. 13 unit.'
14 O But even if they joined in your proposed unit, my question
’ 15 is: They would still have to drill two additional wells,
16 one to cover the acreage on the West side and one to
17 cover the acreage on the East side?
} 18 A No, Not if they joined in a standard unit, either being
19 the North half of Section 11 or the West half or East
20 half of Section 11, Then we could drill two standaxd
1 locations,
29 e} Why didn't yvou propose to force pool on the basis of a
03 standard unit?
04 A Because of Penroc's interest, With the penalty that
o5 we could get, say we do get 300 percent penalty on the
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North half heing a standard North half making a unit,
then Penrxoc would have 13/32 of that unit after having
spent more than $400,0060 to drill the well and taking

all the risk,

As I understand it then, the decision of the non-standargd
unit is based essentially upon Penroc's acreage interest?
On economics. Tf we are going to take the risk and

spend the money, we would like to have a larger interest
in the well,

But as T understand it, ycu are still willing to take an
even greater risk by going ahead and drilling this well
with the knowledge that an offset well is being drilled
to the Devonian formation half a mile to the North of
your proposed well?

No. We don't think it's that much added risk or we would
gain that much by waiting for that well, We are
satisfied withh our geology.

In connection with geolegy, has any suggestion been made
to you that there may be a fault that runs through
Section 11?2

We believe there is a fault, However, we don't believe
that it cuts the Pennsylvanian formation. We think it's
below the Pennsylvanian and we believe it to be
immediately South of Section 11. We believe the Devonian

is faulted immediately South of Section 11,
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Yes, immediately South of Section 11, Ve don't believe’
there is a fault cutting the Pennsylvanian formation,

If you will notice our Fxhibits 2 and 3, you will note

a steep dip at the South edge of Section 11 which we
believe is the result of that Pre~Pennsylvanian fault,
Your testimony interests me with respect to the
propositioned Belco well. Did I understand you to say
that it is your understanding that Belco proposes to drill
a well in Section 1?

No, I didn't say that. I don't know where thei- well
will be, They told me it would be Fast of Texas West

which could be in Section 1 or 12,

‘What was your reference to holding Kewanee's lease?

Should Belco drill in Section 1 and run their 320 acres
waste West or either make the North half of Section 1

or the South half of Section 1 their proration urit,

then that would take in part of Getty's lease and part

of Kewaneé's lease which offsets us in Section 11l. And
then that would hold ny production, then, the acreage
offsetting us. In other words, if Belco was successful
and made a producing well in Section 1 with that proration
unit, then Kewanee and CGetty would have non-expiring
leaées offsetting us.

Are you talking ahout Section 1 or Section 122
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I'm talking about Section 1, should thev drill thare,
What if they wer» to drill in Section 122

Should they drill in Section 12 and make their unit the
South half of Section 12, then that would take in part

of Getty's lease which is the West half of the Southwest‘
quarter.

If they were to do that, wouldn't we have a problem in
that we would have the Fast half of Section 11 just
basically the Kewanee lease boxed in, spacing or proration-
unit-wise, so that it becomes essentially a lé60-acre
unit?

It would be boxed 4in,but I don't bhelieve Kewanee would
care if it was held by production., They could outlast
us; and when our lease expired, they could probably
cutbid us on picking it up again.,

Well, I assume you are talking, you say your lease expires.
Don't you propose to drill your lease?

That's what we are~trying to do.

And if you get production then, would you not be draining
the EFast half, Northeast quarter and the Northeast,
Southeast belonging to Kewanee?

I don't believe so; and ii they believe that, we would be
glad for them to join us and mak; it the North half of

the unit,

Would you say that the proposed well in the South half of
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Sertion 2, when drilled, would give a hetter idea of the
productivity of Section 11?
1t would add to our information if the infomation were
available,
Would you say that ordinarily it is prudent when you don't
have a lease expiring to wait for the completion of an
offset well hefore you drill your own acreage?
We have less than two years on our lease now, Should we
wait another 4 or 5 months for Texas West to drill a well.
in the South half of Section 2, then we would have close
to a year left, And from my dealings so far with Getty
and Kewanee, I doubt if we could make a deal in that
period of time,
You are aware that Kewanee has even less time than you
on its lease?
i‘m also aware that it would probably be held by
production at the time our lease expires or theirs expires,
MR. UTZ: By production where?
THE WITNESS: From Section 1.
By Mr,., Eatun} That i; pure specuiation on your part;
is it not?
That's partly speculation and partly information from
Relco,
That they will get a productive well over there?

Well, I don't think they would spend $400,000 unless they
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1 thought so,.

2 MR, FATOW:; That's all,

3 MR, UUTZ: Are there anv futher questions of the
4 witness?

5 CROSS~-FXAMINATION

6 BY MR, UT7:

7 0 Mr. Castle, what's your understanding of the maximum
8 number risk factor that the Commission can grant as of
g
9 today?

10 A 300 percent,

11 0 I don't know whether this is a fair cuestion or not,; but

; 12 I'm going to ask it anywav. What kind of a risk factor

13 were you talking about wher vou were trying to negotiate

14 with Kewanee and Getty?

15 A I can tell you some of the offers I made Kewanee and

16 Getty. First I offered them to join, asked them to join

17 and they said no. Then I offered, I believe the best offer

18 I made them on the farm-out basis would be a farm-out

19 with 3/16 royaity or maybe it was 1/16 overriding royalty

20 and then 4/5 percent working interests after payout for

21 up to $200 an acre for their leases if they would sell

22 them to me.

3 And, of course, I'm sure they are familiar with the

24 risks in drilling in the area, They have information on

5 all the nearby wells. Then aghout the blow-outs, the low
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I;I circulation and the dry hol2s 1ir the area, and as ‘ir..

2 | Faton pointed out a few minutes ago, faults below the

3 i Pennsylvanian in that area,

4 T don't know whether he thinks there is a fault

5 above the Pennsylvanian or not, but there are faults

6 below the Pennsylvanian; and of course, that's a risk

7 vhen drilling to the Devonian or below the Pennsylvanian,
8 However, we don't intend to drill that deep.

9 () hbid you offer to carrv them for a risk factor?

10 A No,

11 0 But you are proposing that now?

12 A Yes.,

13 ) Do you have any idea at all about when Aztec or the well
14 might be drilled on the Aztec lezse in the South half?
15 A Yes, Aztec told me under their farm-out agreement with
16 Texas West the well had to he started hv May 5th of this
17 . year. That's approximately a month from now.

18 0 How long does it take to complete this type of well?

19 A Approximately ninety days.

20 0 It depends on how many.blow-outs you have?

21 A  Yes,

29 Q What is the real reason, Mr, Castle, that vou want to

23 proceed as rapidly as possible with your development?

04 2 Well, mostly because of the short term of my lease. I
25 don't believe that I could afford to wait till Texas West
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drilled their next well and then an attempt to make
a deal with Getty and Kewanee, T think, as 7 mentioned
in earlier testimony, that if thev get a dry hole, if
Texas West should get a dry hole, then I wouldn't have
any problem dealing with Getty and Kewanee. Should they
make a well, 1'd be in the same position I'm in now,
I would still sometime in the future have to come in and
force pool them hefore the Commission.
T see. In your opinion I believe you stated that thirty
days should be time enough to approach Getty and Kewanee.
in regard to workinq out a voluntary agreement?
I don't think it should be any more time than that because
we have already had several conversations. They have all
the information in the area that we have, and I think
they should make up their mind in thirty more days.

MR, UTZ: Other questions of the witness?

MR, KELLAHIN: I'd like to ask him a couple more,

REDIRECT FEXAMINATION

BY MR, KELLAHIN:

Q

Mr, Castle, you testified in a response to a questiocn by
Mr, Utz that it would take about ninety days to complete
a well on the Aztec range. Are you talking about Atoka

or Morrow well?

I'm talking about an Atoka well., 1If they plan to go to

the Devonian, I don't know how deep., I hadn't heard until

.w,
M
X
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Mr, Faton mentioned a few minutes ago that they plan to
go to the Devonian, How long that would take, I don't
have any idea. It will take approximately ninety days
to drill and complete an Atoka well,

Do you have any estimate how long it might take for
Devonian test?

rossibly another sixty days.

It was your testimony that the other well in the North
half of that well was Atoka?

Yes.

Assuming they are going to drill a Devonian test, do you
have any idea when you would get any information on the
Atoka and Morrow?

I don't believe logs have been released on that yet,

MR, KFLLAHIN: That's all I have,

MR, UTZ: Other questions? The witness may be
excused, Do you have any witnesses or testimony, Mr.
Faton?

MR, EATON: Yes, sir, T may, and I wonder if I
could take about a ten-minute recess.

MR, UTZ: All right, sir. Ve will give you ten
minutes,

(Whereupon, a2 ten-minute recess was held,)

MR, UTZ: The Hearing will come to order, please.

MR. EATON: I'd like to call two witnesses to be

"'P"Y v
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1]! sworn in,
2E (Whereuron, the two witnes:es were sworn,)
3é% NOMALD G, HADFEN
4§ was called as a witness and having been previously sworn
5 according to law, testified as follows:
6 DIRECT EXAMINATION
7 BY MR, EATON:
8 0 Would you please state your name and occupation?
9 ‘A I'm Donald G. Haden. I'm District Land Man for Kewanee
10 0il Company in Midland, Texas.
11 0 Are you familiar with the application of Penroc in this
12 case?
13 A Yes; I am,
14 ¢] NDid you hear the testimony of Mr, Castle with respect to
15 his attempts to make a trade or work out a deal with
16 Kewanee in Connection with the Section 11 acreaqe?
17 - Yes, I did.
18 Q Did vou part;cipate in any conversations with Mr, Castle?
19 A Mr, Castle and I had a number of conversations regarding
26 our interest here in Section 11, and I advised him then,
21 as now, that it would be prudent for Kewanee to wait until
27 such time as the well in the South half of 2 was drilled
23 prior to coﬁmitting our interest in Section 11,
24 0 Fxcuse me --
25 A It just didn't seem reasoﬁable to us to go forward with the
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well in 11 knowing that you are going to have this
additional information from the well in 2,

lewvanee has heen aware and is aware now that a well will
he drilled in the South half of Section 2 to test the
levonian formation?

Right.

After that well is completed, will Xewanee bhe in a
position to either farm-out to Penroc or join Penroc in
the drilling of a wvell in Section 11 based upon the
information obtained from that well in the South half

of Section 2?

The well in Section 2 would certainly give us enough
information, I think, that Kewanee could decide whether
or not they wanted to farm-~out or join in a well in
Section 11,

Does Kewapee object to the proposed non-standard unit?
Yes. We do for the simple reason that it would leave our
acréaqe oveyx there in the Fast half of 11 out of pocket
so to speak.

Is it the position of Kewanee that a standard unit should
be dedicated to any well drilled in Section 11?

That is correct. We would prefer a standard unit.,

MR, EATON: That's all,
MR, UTZ: Queétions of the yitness?

* % % %k %
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CROSS=-FXA"MINATION

BY MR, KFLLAHIN:

0

L]

»Oo >

o

Mr, Haden, when did vou learn the well was to bhe drilled
in the South half of Section 27?

Well, we had, the notes in my file indicate that we had
this knowledge and discussed it with Mr, Castle,

Was there a poussibility that that well would be drilled
in Section 347

I didn't even know they had any acreage in Section 34,
Who told you thev were going to drill in Section 2?

Well, this was just, I bhelieve this information came from
Getiy,

From Getty, but they are not going to drill the well;

are they?

In 2?

Yes,

No, sir,

They don't own Section 2? Getty doesn't own Section 2?
Not to my knowledge, no.

There is a well in the North half of Section 2., Have you
obtained any information on that well yet?

Nothing but released and published information,

wWhat does that amount to?

Well, it amounts Eo the perforations, the initial potential

and tops of various formations.
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That's just the matter that is routinely filed in the
0il Conservation Commission or tha USGS?

I assume this is correct., T'm not in --

You don't know where the information came from?

I don't know where they file that,

Does that give you enough information to evaluate the
North half of Segtion 2., T realize you are a land man,
but you have testified about the necessity for drilling
the South half to evaluate Section 11,

Our position is simply that if you can benefit from a
vell to be drilled closer to your acreage, then you are
going to be much better off to wait until that well is
drilled before you --

Mr, Itaden, I understand your pcsition., What I'm trying
to find out is when you are going to get that information,
Do you have enough information today to evaluate the
South half of Section 2 based on what you know about the
well in the North half?

Well, I personally cannot evaluate the South half of
Section 2,

You don't know? Is that what you are testifying to?
Right.

When was that well completed in the North half of 2?

In about a month ago or two months ago.,

It was drilled as a tight hole, was it not, or doc you know

Y
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that?

To my understanding, it was,

And the operator still hasn't released anything of the
conseaquences of that well, has he?

Just the figures I mentioned, The tops, the five-point
tests, It's a gas completion test,

Now, you testified that Xewanee objects to a non-standard

unit, but you arg not willing a ime to join in

any standard unit either in the North half or the Fast
half; is that correct?

We would prefer tc await this additional well information
if we get it.

Are you in a position to say --, You say vou would brefer.
Are you in a position to say today whether Kewanee would
or would not join in the formation of a standard unit?
Immediately today in the formation of a standard unit?
Yes, sir, /

My position of that is that we cannot until this well

was drilled in 2 that apparently is qgoing to be drilled.
And then you would not join until it's drilled; is this
your testimony?

Well, based on the information we have now, I'd say no,
We would hot.

Thank you,

MR. KFELLAHIN: That's all I have, Mr, Utz,
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CROSS-F¥AMINATION

RY MR, UT7:

0

'r. Haden, what is your estimate? 7T don't helieve T
understood you if you said what your estimate of when
any information would he availahle on the well in the
South half of Section 2,

The well that is to be drilled?

Yes,

Well, this, of course, is up to the operator of the well;
hut I would assume that since they have drilled the

well in the North half and thev drilled the well in the
South half c¢f Section 2 that within a reasonable lenath
of time they would release this information,

When did they start drilling the well in the North half
of Section 2?

I don't have those figures in front of me I don't helijeve.
I bélieve it was ~- wait a minute. They sputted on
December the lst, as I recéll.

12~1-72?

Right.'

And it's now 4-11-72 and this information is still tight;
am I correct?

This is correct,

So we are talking abocut five months, and you still deon't

have any information available on the well in the North

¥
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half of Section 2, 1Is it reasonable to assume it would be
five months bhefore any information after they started
drilling the well in the South half before anvthing would
be available on it if they chose to keep it tight?
Well, certainly, if they chose to keep it tight,
Who is going to drill in the well in the South half?
Texas West, I assume,
They are the ones that kept the North half well tight;
aren't they?
Yes, they are,
Ard it still is; isn't that correct?
Except for the, they have released certainly, released
the initial potential and the perforations and their
pipe point and these tops that they have released, And
it would seem to be indicative I think of their --
Is that enough information to assist you in making up
your mind as to what you would do with your acreage?
Well, it would certainly aid us.

MR. UTZ: Other questions?

REDIRECT EXAMINATION

BY MR, EATON:

0

That information would be more than you have now with
respect to the South half of Section 2; is that correct?

This is true.

Do you know .. any reason why Texas West would continue
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to keep the information tigh: after it has started or
completed the well in the South half of Section 2?
A I would have no reason why they would.
MR, UTZ: Other questions of the witness?

RECROSS-EXAMINATION

BY MR, KELLAHRIN:

0 Do you know of any reason why they wouldn't?

2 I wouldn't know what they would have to benefit bv
keeping it tight,

0 You really don't know what their situation is, do you?
You don't work for them?

A Y don't work for them, no, I can't speak for them,

MR, UT2: It seems to me we are doing a lot of

prognosticating here, Other cquestions of the witness?
Hé may be excused, Do you have another witness?

MR, FATON: Yes, sir,

MILES McDONOUGH

was called as a witness and having been previously sworn.

according to law. testified as follows:

DIRECT EXAMINATION

BY MR, EATON:

Q State your name and occupation, please.

A Miles Mchonough, I'm a land man in Getty 0il Company
in Midland, Texas.

0 Do you work under James Davis?

i o
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Yes, I do.,

And who is James Dhavis?

He's the District Land “an for Getty Oil,

Are you here representing the Land Department of Getty
0il?

Yes, I am.,

Did you hear the testimony of Mr, Castle in this matter?

' Yes, I did,

What is the position of Getty 0il Company with respect

to the proposed well location ahd a proposed unit of
Penroc 0il Company?

Getty is opposed to the non-standard proration unit at
this time, and they are not favorable in joining a
standard or a non-standard unit until such time as the
other well is done that would give us information that
would be indicative of either joining in a standard uhit
or farming out,

And by the other well, do you mearn: the well that has been
discussed?

The proposed well in the South half of 2,

Does Getty 0il Company have any geological or geophysical
data and information in this particular area that we are
talking about?

We have both geophysical data and geological data.

After the well in Section 2 is drilled, would you be able
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to furnish Yenroc and Kewanee the information that you
have if there appears to he some hasis to drill a well
somewhere in the North half of Section 11?

Yes, we would, Another problem there, if that well was
completed from the Devonian, there would he a strong
possibility that Getty 0il Company would want to drill
a well in Section 11 to the Devonian,

And at this time here, if this well was drilled to
the Atoka and Morrow, we would he precluded from producing
from the Devonian without drilling another well,

Do you have anything else, Mr, McDonough?

Well, I'd like to clear up the image that has been made
as to Getty's wants, They don't care to do anything in
the area at any time either ba2fore the well is drilled

or after the well is drilled in 2.

The name of the game is to produce oil and gas
regardless of who your partners are. To :1y knowledge
Getty doesn't have any pool representation as being
obnoxious as to any one of them,

It makes no difference who we were as long as we
could work out & satisfactory operating agreement which is
just part of operation and negotiations of any trade.

Do you know of any reason which would require or justify
the commencement of a well somewhere in the North half of

Section 11 prior to the completion of the Devonian test in

v 'r
i
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the South half of Section 2?
Would vyou rephrase that, please?
Do you know of any reason for commencing the Atoka-
Morrow test in the North half of Section 117
I know of no reason,
Prior to the drilling and completion of the proposed well
in the Scuth half of Sect
I know of no reason. It wouldn't be a prudent overator
to go ahead unless the lease was in jeopardy. Then you
would have to take a higher risk factorj but when someone
has close to two years on a lease and a well is going to
be drilled within a month, it's adequate time to wait for
the normal development pattern,

ﬁR. FATON: I have no further questions,

CROSS~EXAMINATION

BY MR,KELLAHIN:

0

A

Mr, McDonough?

Yes,

Mr. McDonough, I believe Mr, Haden testified that he
learned of the proposed well in the South half of 2
from Getty, Did he learn it from you?

No, he did not,

Do you know who he learned it from?

I do not,

Where did you learn that a well would be drilled in the

-1
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South half of 2?

From Mr,., Davis.

Who is Mr., Davis?

He is the Distriet Land Man for Getty 0il,

He ig not going to drill the well, though?

Not very well,

Then, no location has heen established for that well:
has it?

Not to my knowledge.

Now, in the Morth half of 2, do you have any information
on that well other than that mentioned by Mr, Haden?
Yes,

You have the log on it?

I do not have the log, We have the information that
was released by Structure Map, Incorporatéd in their
geological newsletter dated April of '73, which gives
the location, the tops of the formations, and vhere it
was completed from, the drill stem test information,
That's the same information Mr. Haden mentioned, I believe;
is it not?

Mo, I believe this is more information than would be
necessary to file with the Conservation Commission,

Yes, sir. Now, or the basis of that information, would
you be able to evaluate this South half of that S~ction?

Yes, As to drilling a well?
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1 i 0] Yes, sixt.
2 i A Yes.
3 L o) You wouldn't need any more than vhat you have got right
4| there?
i
5‘ A No,
6 0 Is that correct?

7 A Yes,

8 o) wWhen would you anticipate that much information would be

9 available on the well in the South half of the Section?

10 A Well, it could be sooner than the interval from the

1 completion till the time this letter was published

12 which was three months or it could be released immediately.
13 | The operator may not have any reasonfto withhold the

14 information,

15 0 And he may have, too, may he not? You are speculating

16 there; are you not?

17 A Well, I think it's a good risk, good guess that he would.

18 0 Well, you don't know whether he will drill that as a

tight hole or not, though; do vyou?

19
20 A No, I don't, He may and he may not, That's something
no one knows,
21
29 Q Now, you menticned drilling to the Devonian, Does Getty
S
23 have enough acreage to drill to the Devonian for the unit?
A Yes.,
24
25 0] How many acres do you think they would dedicate to the

Q‘WYr—v-
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24

25

Devonian well? I'm talking abhout Section 11, now,

But we could, in Section 11 we have the West half of
11, We have 320 acres,

You have the entire West half of 11?

Oh, I'm sorrv, the West half of the West half,

Yes, sir. Youw have the West half of the West half?

T'm sorrv, ves,

So you do not have enough acres to drill the Devonian
test, do you, without some other operator cooperating
with vou?

No., We are in the same position as Penroc is in right
now for the --

Yes, sir, Which they are now trying to cure. If you join
Penroc in a well in any part of Section ll, therxe is no
reason that we will continue to be projected to the
Devonian, is there admittedly? Penroc does not own the
Devonian; right?

If a well was started now, the casing program wouldn't
allow to drill at additional depth,

I'm talking about if you join them now in the drilling
of a well.

If we join Penroc now in a well in 11?2

And wanted to proiect a well in the Devonian. It could
be done, could it not?

Now?
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25

Yes, sir.

Yes, It wouldn't be a proved ohiective, That would be

an extremely high risk factor whereas that well in 2,

if it was created from the Devonian, would gqive very

valuable information,

At some future date, indefinitely?

I wouldn't say.it's indefinite, It's within six months,
MR. KELLAHIN: That's all I have, Thank you,

CROSS~FXAMINATION

BY MR, UTZ:

0

Mr, McDhonough, dec you have any idea where they might
drill that well in Section 2,the South half?

Well, I haven't seen the stake or an actual permit, but

T understand it's supposed to be in the Southeast or
Northeast of the Southwest,

Which would be what, approximately a quarter of a mile
closer to Section 11?

Yes, or it would be a half mile from a proposed well in
11.

Do you think information another quarter of a mile closer
to Section 11 will give you enough information to make up
your mind what you want to do?

Yes, especially as to the Devonian,

Did the well in the North half of Section 2 test the

Devonian?
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A Mo.

1

2 0 Are there any other Devonian tests?

3 A Yes, There are other tells in the area,

4 0 That's in Section 34, Ts that the closest one? According
5 to Penroc's map, it is. I just thought you might know.
6 That is the closest Devonian well that you know of?

A Yes,

7

g | MR, UTZ: Other questions of the witness? He may
9 be excused, Does that complete your case?

MR. FATON: Yes,

10

1 MR, UFZ: Are there statements in the case,

12 MR, VALLA: Sir, my name is Roy Valla, and I have
3 been authorizad by Aztec 0il and Gas Corporation who

14 right now has a lease on the South half of Section 2,

15 They are the North cffset operators in the subject case,
16 They do object to the spacing abnormally close to
’17 the North Section line of Section 11,

18 MR, UTZ: You are objecting only to the non-standard

location?

19

20 MR, VALLA: That is correct,

” MR, UTZ: How do you spell your last name?

1

MR, VALLA: V-A-L-L-A,

22

03 MR, UTZ: Other statements in the case? The case will
" be taken under advisement., I'll give you till April the
05 l4th which is a Monday morning., I mean, May the 1l4th,

B

ey
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1 which is a Monday morning to notifv me, and I guess I
2| should ask Mr, Kellahin to notify me in writing as to
3 whether you have made an agreement or not,
4 MR, McDONOUGHi You mean an agreement as to joining
5 in the well or complete negotiations as of an Operating
6 Agreement?
7 MR, UTZ: Complete negotiations in an Operating
8 Agreement,
* k k &k *
9
STATE OF NEW MEXICO )
10
) S8,
11 COUNTY OF BERNALILIO )
12 I, JANET RUSSELL, a Notary Public, in and for the
13 County of Bernalillo, State of New Mexico do hereby certify
14 that the foregoing and attached Transcript of Hearing before
15 the New Mexico 0il Conservation Commission was reported by
16 me; and that the same is a true and correct record of the
17 said proceedings to the best of my knowledge, skill and
ability.
18 Y
19 )
y
20 ¢ .54
I NOTARY PUBLIC
v
21
22
23
24 L LRy o
A L5
25 s 7 twﬁincmfﬁﬂs;“mu€5<hz;?d. Exzaniner
NE’&‘}- 2,{8:’:130 Oil Conserva%i COmmiSSion
NS
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KELLAHIN AND FOX

ATTORNEYS AT LAW
500 DON GASPAR AVENUE
JASON W, KELLAHIN POST OFFICE BOX 1789

ROBERY €. FOX SANTA FE, NEW MEXICO 87501 TELEFHONE Q82+ 4215
W.THOMAS KELLAHIN AREA CoDE 505

July 18, 1973

L . - -
TN Yt

Mr. A, L. Porter, Jr., Director Ol ¢0ﬁ3¢gy;g<-1f‘;’
01l Conservation Commission Sarge e TR
P. 0. Box 2088

Sarta Fe, New Mexico 87501

Re: Case No.(ﬂ§3§5
Application of Penroc 0il
Corporation for Compulsory

pooling, Lea County, New Mexlco

Dear Mr. Porter:

This 1s to request that the above case be dls=
missed. This is the application of Penroc Oil Cor-
poration for compulscry pooling in the Antelope
Rlidge Gas Field extension. The case was heard on
April 11, 1973, and at the request of Penroc, entry
of an order has been delayed pending negotiations
for voluntary agreement for the formation of two
standard units.

Your consideration in handling this case 1s

appreciated.
Yours very truly,
. . .
Qoo bo. h{;UH&ENL
Jason W. Kellahin
JWK: ks

TR
¥ !
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PIENROC O/ COT 207202072
P. O. DRAWER 831 « MIDLAND, TEXAS « 79701

Telepbone (915) 683-1861

June 7, 1973

4 U
SREOERANY ‘f‘ﬂm
: ]
]\\\\ Re: NM-130
AT S /P_U Lea County, New Mex co

b A <y [

Mr. Don Haden Gy siwocidnflON COMI

Cants F
Kewanee Oil Company Fanta 7O . P
Midland, Texas 79701 e R
Mr., R. J. Starrak . T 40'/
Getty Oil Company L - BN

Midland, Texas 79701
Gentlemen:

Penroc submits for your consideratiion the options listed below for
the forming of a standard unit in the N/2 Section 11, T-24-S, R-34-E,
Antelope Ridge Atoka-Morrow Field, Lea County, New Mexico:

l. Penroc, Getty and Kewanee join in the drilling of a 13, 500’
Morrow test located 1980' FWL and 660' FNI, Section 11,
with each company paying its proportionate cost; or

2. Getty and/or Kewanee farmout its or their rights in Section 11
down to the top of the Mississippian formation, retaining a
1/16 of 8/8 ORR (deliver 81,25%) with an option to convert
said override to 1/2 working interest at payout of all cost.

Since Penroc initiated this prospect and owns the largest interest
in Section 11, it should be named operator.

Each company should make its election as to option No. 1 or 2 in
writing within 24 hours after the Texas West Well No. 2 now drilling in the
SW/4 of Sectien 2, T-24-S, R-34-E, reaches the top of the Mississippian or
conducts a DST in the Morrow formation or drills to 13,500' or total depth at
some point above 13, 500!,

If Penroc elects not to drill, then we will accept the terms of Option
No. 2,

COPY




Kewanee Oil Company
Getty Oil Company
June 7, 1973

Page 2.
As you know, the Texas West Well is now at approximately 12, 000!,
so your early consideration would be appreciated.
Very truly yours,
PENROC OIL CORPORATION
John B. Castle
JBC:mlm




KELLAHIN AND FOX

ATTORNEYS AT LAW
500 DON GASPAR AVENUE

JASON W.KELLAHIN POST OFFICE BOX 1769

A3
ROBERT E.FOX SANTA FE, NEW MEXICO 87501 TELePHONE 982-4315
W.THOMAS KELLAKIN AREA CODE 50%5

May 14, 1973

Mr. Elvis A. Utz
New Mexico 0il Conservation Commission
P. 0. Box 2088

. [s Ny N

Santa Fe, New Mexico o75C1

Re: N.M. 0Oil Conservation Commission
Case No. 4939, Penroc Applicant

Dear Mr. Utz:

In behalf of Penroc 01l Corporation, Mr. John Castle
has requested that I write to you concerning the above
referenced case.

At the conclusion of the hearing in this case on
April 11, 1973, you instructed that Penroc 0il Corporation,
Getty 011 Company and Kewanee 0il Company attempt to arrive
at an amicable settlement concerning the matters ralsed in
this application.

I regret to inform you that, despite the best efforts
of Penroc 0il Corporation, the parties involved were not
able to resolve their differences. Mr. Castle stated that
neither Getty 011 nor Kewanee 0il would make a definite
commitment now but wanted to reserve all options making them
contingent upon the outcome of a certain Texas West 0il & Gas
Company #2 State Well now being drilled. The reluctance of
both Getty 0il and Kewanee Oil to commit themselves to
seriously resolving any differences would make further nego-
tiations futille.

Therefore, Penroc 0il Corporation respectfully requests
that the 011 Conservation Commission act upon the evidence
received at the hearing on April 11, 1973 and that theilr
application in this case be approved in its entirety.

Very trulygoyrs,
£

W. Thomas Kellahin
WTK:ks

cc: Mr. John Castle

G | b e
. v RS
13 ¥ .
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Area Code 915

684-8792
KEWANEE OIL COMPANY o (—.;T\-qg}@ﬁm
209 First Savings Bldg. ph e\
" T i

Post Office Box 1859 { e s

. E HhRY 4wl (& j
Midland, Texas 79701 LA s -

SUTRVATION COM!
May 11, 1973 oL Congnh fo

Re: Penroc 0il Corporation Application
NM OCC Case 4939
April 11, 1973

Mr. Elvis A. Utz

New Mexico 0Oil Conservation Commission
State Land Office Building

Santa Fe, New Mexico - 87501

Dear Mr. Utz:

Pursuant to your instructions to resolve the differences between Penroc,
Getty and ourselves, a joint meeting between all parties was held in our
Midland office on Mav 1, 1973, At such meeting, Penroc stated that their's
was a 1/4 interest, proportionately reduced, with such interest being carried
to the tanks by Hanover Planning Company. Upon learning of this arrangement,
Kewanee immediately requested to be named operator for any well drilled on
the property as it preferred not to have a party operating the property that
was not contributing financially, or assuming any of the risk of the well.
Getty concurred, and preferred that Kewance be named operator rather than
Penroc. Mr. John Castle, with Penroc, stated flatly that they would be the
operator and that no other operator would be acceptatle to him,

All parties were agreeable to designating a standard 320 acre unit com-
prising the N/2 of Section 11. T-24-S, R-34-E, so that a standard location of
1980' FWL and 650' FNL of said Section 11 could be used for drilling =z 13,500
toot Morrow test well., Such location and unit would protect the correlative
rights of all parties and forego the need of drilling any unnecessary wells
as would be the case in the event the center-cut unit as originally proposed
by Penroc was granted,

Realizing the importance of the Texas West Oil & Gas Corporation #2-2
State well now drilling in the NE SW of Section 2, T-24-~S, R-34-E, all parties
were agreeable to postponing commencement of the well in the N/2 of said
Section 11, pending evaluation of the Atoka-Morrow formations by said Texas West
No. 2-2 State well. The Texas West #2-2 State spudded on April 27, 1973 and
was drilling at a depth of 5,095 feet as of this date,

Penroc demanded however, that a definite set of circumstances be established
prior to the Texas West well testing the Atoka-Morrow formations, so that it would
know exactly where it stood in relationship to Getty and Kewanee's interest in the
N/2 of Section 11, T-24~S, R-34-E. Penroc then set osut what these c¢ircumstances
would be and they are enumerated in the attached letter agreement dated May U, 1973.
Although Kewanee and Getty were reluctant to accept the terms and conditions dic-
tated by Penroc, they were, nevertheless, willing to accept them in their entirety,
naming Penroc as operator. Such acceptance is evidenced by the signatures of
Getty and Kewanee to the attached copy of said letter agreement.

i 4




Mr. Elvis A. Utz
v May 11, 1973
Page 2

The signed copies of the lettex agreement were then hand-delivered to
Penroc's office for their signature on May 10, 1973, in sufficient time to
notify you that a settlement between the parties liad been reached and agreed
upon. However, as soon as Penroc saw the signed letter agreement, they made
a2 new request that they, as operator, would have a call on all gas and would
have the right to market it, Seeing the futility of such request, they
dropped it. They then demanded that the words '"capacity to maintain a mininum'
be eliminated from Option Number One of the attached letter agreement and
further, that Option Number Two be re-written so as to make provision that
Penroc alone would have the right to drill, with Getty and Kewanee either farm-
ing out or selling to them as outlined, in the event the Texas West #2-2 State
tested less than 5 MM CFGPD, with Getty and Kewanee having the drilling right
in this set of circumstances onrly if Penroc declined to drill. This was not
the terms as originally outlined by Penroc in the joint meeting with them. In
that meeting it was understood that all parties would be on equal footing re-
lative to the three alternatives should the Texas West well test less than
5 MM CFGPD. Obviously, this was falr and reasonable.

Once again, however, Kewanee would have been willing to yield somewhat as
to Penroc's request as to Option Number One, but is steadfastly opposed to
Penroc's unreasonable demand as to Option Number Two.

From the abov2 it is apparont to Kewanee that Penroc, for reasons known
only to themselves, is reslly opposed to working out any agreement at all with
Getty and Kewanee. It is therefore respectfully requested that Penroc's
application as set out in Case 4939 be denied in its entirety so as to protect
the correlative rights of all parties, or at least stayed pending completion of
the Texas West 0il & Gas No. 2-2 State well located in Section 2, T-24-S, R-34-E.

Yours very truly,
KEWANEE OIL COMPANY
(A

D de

n H n,
District Landman

DH/t]

—y




Getly Qil Company Post Office Box 1404, Houston, Texas 77001 - Telephone: (713) 228-9361

North American Exploration and Production Division May 8, 1973

Penroc 0il Corporation
P. O. Drawexr 831
Midland, Texas 79701

Re: Proposed 320-Acre Unit
N/2 Sec. 11, T24S, R34E,
Lea County, New Mexico

Gentlemen:

This letter shall evidence our agreement with you as to
certain options and elections available to Getty 0il Company and
Kewanee 0Oil Company pursuant to the formation of a 320-acre Working
Interest Unit covering the N/2 of Section 11, Township 24 South,
Range 34 East, Lea County, New Mexico, for the drilling of a 13,500
foot Morrow developmenttest well to be located 1980*' FWL and 660°'
FNL of Section 11, Township 24 South, Range 34 East.

I. CONTINGENT WELL: The options hereinafter set out are
contingent upon the outcome of a certain Texas West 0il & Gas Co.
#2 State Well now drilling in the NE/4 of the SW/4 of Section 2,
Township 24 South, Range 34 East, Lea County, New Mexico.

II. OPTION NUMBER ONE: Should the Texas West 0Oil & Gas
Co. #2 State Well show by virtue of a drillstem test or a four point
potential test a capacity to maintain a minimum of 5 MMCFGPD from
either the Atoka or the Morrow formation, a working interest unit
for the drilling of the above mentioned well would be formed between
Hanover Planning Company, Kewanee 0Oil Company, and Getty 0il Company,
with their respective working interest participation being as follows:

Hanover Planning Company---40,62500%
Kewanee 0il Company----—--- 34.37500%
Getty 0Oil Company-----=——-- 25.00000%

Penroc 0il Corporation would serve as operator of the unit pursuant to
the terms of the attached operating agreement which is marked Exhibit
"a", and would be carried for 10.15625% interest by Hanover Planning
Company.




Penroc 0il Corporation -2~ , May 8, 1973

III. OPTION NUMBER TWO: Should the Texas West 0il & Gas
Co. #2 State Well fail to show a capacity to maintain 5 MMCFGPD by
a drillstem test or four point potential test, either from the
Morrow or the Atoka formation, the parties will have an option of
participating in the well as set out in "OPTION NUMBER ONE" above,
or of declining to participate. Any party hereto declining to
participate, may either (1) farm out its interest to any other
pacty or parties reserving a 1/16 of 8/8 overriding royalty with
an option to convert to a proportionately reduced fifty percent
(50%) working interest, or (2) sell its working interest to any
other party or parties for $75.00 per acre reserving an overriding
royalty of the difference between 3/16 and existing royalty burdens,

IV. TERMINATION: This agreement shall terminate at the
end of thirty (30) days following completion of the above referenced
Texas West Oil & Gas Co. #2 State Well either as a dry hole or as a
producer if there is no test of the Atoka or Morrow formations.

V. ACCEPTANCE: If this is in accordance with your under-
standing of our trade, please indicate your acceptance in the space
provided below and return two executed copies for our files. This
instrument may be executed in counterparts, each of which shall for .
all purposes be deemed an original,

Very truly yours,

GETTY OIL COMPANY

By I~p
- Txco-l’mideni/

KEWANEE OIL COMPANY

/)

(JCP:mwm) By,

Attachment District Landman

APPROVED AND ACCEPTED THIS THE
DAY OF ., 1973,

PENROC EXPLORATION COMPANY

By




| Getty

Getty O Company P.O. Box 1231, Midland, Texas 78701 - Telephone (915) 683-6301

Mid-Cor:tinent Exploration and Produc:on Division

May 14, 1973

Mr. Elvis A. Utz, Examiner
New Mexico 0il Conservation Commission
State Land Office Building
Santa Fe, New Mexico 87501

Re: Penroc 0il Corporation Application
NM OCC Case 4939
April 11, 1973

Dear Mr. Utz:

The captioned application was heard before you as Examiner on
April 11, 1973, Said application was opposed by Getty 0il
Company and Kewanee 0il Company. At the conclusion of this
hearing, you instructed the three companies involved, Getty
0il, Kewanee 0il and Penroc 0il Corporation to attempt to
arrive at a mutually satisfactory agreement in the formation
of a standard 320 acre proration unit for the drilling of a
13,500' Atoka-Morrow development test which was considered by
the applicant to be an extension to the Antelope Ridge Field,
covering the North Half of Section 11, T24S, R34E, Lea County,
New Mexico.

A joint meeting between Penroc, Kewanee ana Getty 2il1 Companvy
was helg on May 1, 1973, All parties were agreeable to designat-
ing a standard 320 acre unit comprising the N/2 of Section 11,
T24S, R34E, so that a standard location of 1,980' FWL and 660"
FNL of said Section 11 could be used for drilling a 13,500'
Morrow test well. Agreement was also reached on postponing
commencement of the well in the N/2 of Section 11, pending
evaluation of the Atoka-Morrow formations by the Texas West 0il
and Gas Corporation #2-2 State well now drilling in the NE/4
SW/4 of Section 2, T24S, R34E. Agreement on the participation
in the Section 11 well was reached as set out in the attached
letter agreement. This agreement was prepared by Getty 0il
Company at the request of Penroc 0il Corporation.

hor.




Mr., Elvis A. Utz
May 14, 1973
Page 3

In view of the foregoing, it is obvious that Getty 0il and Kewanee
0il have made a conserted effort to reach an agreement in the
drilling of this well under the terms and conditions arrived at

in our May 1, 1973 meeting with Penvroc 0il Corporation.

Getty 0il Company's position remains that a standard proration
unit should be designated for this well, and we will obligate
ourselves to either join in the drilling of the well, farmout or
sell our leasehold interest to the remaining parties in the prora-
tion unit within 30-days of the completion or adequate testing of
the Atoka and Morrow formations in the Texas West 0il and Gas No.
2-2 State well which is currently drilling below 5,180'.

Very truly yours,

GETTY OIL COMPANY

' . Starrak
Distric¢t Production Manager

RJIS/ss

Attachment
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Mr. Elvis A. Utz
May 14, 1973
Page 2

The agreement was executed by Getty 0il and Kewanee and hand
carried to Penroc's office for acceptance. The contents of the
agreement were examined by Penroc's representative and related
to Mr. Jchn Castle by telephone,

On reviewing the letter agreement, Penroc refused to accept same
indicating that option II on the attached agreement did not meet
their understanding of the conditions set out in the May 1, 1973
meeting.

Penroc's objections to the letter agreement were:

1) The Texas West No. 2-2 State well would show
on a test "a capacity to maintain a minimum
of 5 MMCFGPD" and insisted that a test flowing
a rate of 5 MMCFGPD be utilized.

2) Under Option II in the agreement which covers
the case, if the well failed to flow less than
5 MMCFGPD, Penroc objected to Getty 0il and
Kewanee Cil having the option to participate
in the drilling of the well, requesting that
the only alternatives to Getty 0il and Kewanee
be to farmout or sell their interests.

Getty 0il and Kewanee agreed to yield to Penroc's objection as
to the "capacity to yield a minimum of 5 MMCFGPD", however, in
no event could we yield to Penroc'’s second objection whereby
Getty Oil and Kewanee 0il would be deprived of their right to
participate, if the well tested less than 5 MMCFGPD.

In addition to the foregoing Getty 0Oil's Production Manager dis-
cussed our position with Penroc's Midland office and assured them
that once the test results from the State No. 2-2 well were
evaluated, regardless of rate, we would either join in the drill-
ing of a well, farmout our working interest or sell our lease as
set out in option No. II of the attached letter agreement. We
further stated that a time limit could be put on the evaluation
period if Penroc so degired.

We were informed by the Penroc Midland office that we would have

to talk to Mr. Castle, who was presently in San Juan, Porto Rico.
Two calls were made to Mr. Castle's hotel room in San Juan, however,
we were unable to locate him and our calls were not returned by

Mr. Castle,




Getty

Getty Oil Company Post Oftice Box 1404, Houston, Texas 77001 » Telephone: (713) 228-9361

North American Exploration and Production Division May 8, 1973

Penroc 0il Corporation
P. O. Drawer 831
Midland, Texas 79701

Re: Proposed 320-Acre Unit
N/2 Sec. 11, T24S, R34E,
Lea County, New Mexico

Gentlemen:

This letter shall evidence our agreement with you as to
certain options and elections available to Getty 0Oil Company and
Kewanee 0Oil Company pursuant to the formation of a 320-acre Working
Interest Unit covering the N/2 of Section 11, Township 24 South,

- Range 34 East, Lea County, New Mexico, for the drilling of a 13,500

foot Morrow developmenttest well to be located 1980' FWL and 660°
FNL of Section 11, Township 24 South, Range 34 East,

I. CONTINGENT WELL: The options hereinafter set out are
contingent upon the outcome of a certain Texas West 0il & Gas Co.

~ #2 State Well now drilling in the NE/4 of the SW/4 of Section 2,

Township 24 South, Range 34 East, Lea County, New Mexico.

II. OPTION NUMBER ONE: Should the Texas West 0Oil & Gas
Co. #2 State Well show by virtue of a drillstem test or a four point
potential test a capacity to maintain a minimum of 5 MMCFGPD from
either the Atoka or the Morrow formation, a working interest unit
for the drilling of the above menticned well would be formed between

'Hanover Planning Company, Kewanee 0il Company, and Getty 0il Company,

with their respective working interest participation heing as follows:

Hanover Planning Company---40,62500%
Kewanee Oil Company——=—=-——=—=— 34.37500%
Getty 0Oil Company-—==—=—=—=== 25.00000%

Penroc 0Oil Corporation would serve as operator of the unit pursvant to
the terms of the attached operating agreement which is marked Exhibit
"A", and would be carried for 10.15625% interest by Hanover Planning
Company.

P e vl s s TRBAY r




Penroc 0Oil Corporation -2- May 8, 1973

III. OPTION NUMBER TWO: Should the Texas West 0Oil & Gas
Co. #2 State Well fail to show a capacity to maintain 5 MMCFGPD by
a drillstem test or four point potential test, either from the
Morrow or the Atoka formation, the parties will have an option of
participating in the well as set ocut in "OPTION NUMBER ONE" above,
or of declining to participate. Any party hereto declining to
participate, may either (1) farm out its interest to any other
party or parties reserving a 1/16 of 8/8 overriding royalty with
an option to convert to a proportionately reduced fifty percent
(50%) working interest, or (2) sell its working interest to any
other party or parties for $75.0C per acre reserving an overriding . ..
royalty of the difference between 3/16 and existing royalty burdens. - -

IV. TERMINATION: This agreement shall terminate at the ‘
end of thirty (30) days following completion of the above referenced
Texas West 0il & Gas Co. #2 State Well either as a dry hole or as a
producer if there is no test of the Atoka or Morrow formatioms,

V. ACCEPTANCE: If this is in accordance with your under--
standing of our trade, please indicate your acceptance in the space
provided below and return two executed copies for our files, This
instrument may be executed in counterparts, each of which shall for -
all purposes be deemed an original.

Very truly yours,

GETTY OIL COMPANY

By

7 Yice- Freui!ent/‘

KEWANEE OIL COMPANY

{ JCP : owm) By C:>V<iZn447é;£xé:14/
, (“—F(

Attachment )
APPROVED AND ACCEPTED THIS THE
DAY OF ., 1973,

PENROC EXPLORATION COMPANY
By
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IKEWANEE O1L COMPANY
209 First Savings Bldg.
Post Office Box 1859
Midland, Texas 79701

May 11, 1973

Re: Penroc 0il Corporation Application
NM OCC Case 4939
April 11, 1973

Mr. Elvis A. Utz

New Mexico 0il Conservation Commission
State Land Office Ruilding

Santa Fe, New Mexico - 87501

Dear Mr. Utz:

Pursuant to ycur instructions to resolve the differences between Penroc,
Getty and ourselves, a joint meeting between all parties was held in our
Midland office on May 1, 1973. At such meeting, Penroc stated that their's
was a 1/4 interest, proportionately reduced, with such interest being carried
to the tanks by Hanover Planning Company. Upon learning of thi§ arrangement,
Kewanee immediately requested to be named operator for any well drilled on
the property as it preferred not to have a party operating the property that
was not contributing financially, or assuming any of the risk of the . ~1.
Getty concurred, and preferred that Kewanee be named operator rather .. .a
Penroc, Mr. John Castle, with Penroc, stated flatly that they would be the
operator and that no other operator would be acceptable to him.

All parties were agreegble to designating a standard 320 acre unit com-
prising the N/2 of Section 11, T-24-S, R-34-E, so rhat a standard location of
1980' FWL and 660' FNL of said Section 11 could be used for drilling a 13,500
foot Morrow test well, Such location and unit would protect the correlative
rights of 2ll parties and forego the need of drilling any unnecessary wells
as would be the case in the event the center-cut unit as originally proposed
by Penroc was granted, :

Realizing the importance of the Texas West 0il & Gas Corporation #2-2
State well now drilling in the NE SW of Section 2, T-24-S, R-34-E, all parties
were agreeable to postponing commencement of the well in the N/2 of said
i Section 11, pending evaluation of the Atoka-Morrow formations by said Texas West
1 No. 2-2 State well. The Texas West #2-2 State spudded on April 27, 1973 and
was drilling at a depth of 5,095 feet as of this date.

Penroc demanded however, that a definite set of circumstances be established
prior to the Texas West well testir, the Atoka-Morrow formatieas, so that it would
know exactly where it stood in relationship to Getty and Kewanee's interest in the
N/2 of Section 11, T-24~S, R-34-E. Penroc then set out what tnese circumstances
would be and they are enumerated in the attached lecter agreement dated May 8, 1973.
Although Kewanee and Getty were reluctant to accept the terms and conditions die-
tated by Penroc, they were, neverthecless, willing to accept them in their entirety,
naning Penroc as operator. Such acceptance is evidenced by the signatures of
Getty and Kewanee to the attached copy of said letter agreement.

bkt of
&
+
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The signed copies of the letter agreement were then hand-delivered to
Penroc's office for their signature on May 10, 1973, in sufficient time to
notify you that a settlement between the partics had been reached and agreed
upon. However, as soon as Penroc saw the signed letter agreement, they wmade
a new request that they, as operator, would have a call on all gas and would
have the right to market it. Seeing the futility of such request, they
dropped it. They then demanded that the words ''capacity to wmaintain a2 minimum"
be eliminated from Option Number One of the attached letter agreement and
further, that Option Number Two be re-written so as to make provision that
Penroc alone would have the right to drill, with Getty and Kewanee either farm-
ing out or sellinmg to them as outlined, in the event the Texas West #2-2 State
tested less than S5 ¥ CFGPD, with Getty and Kewanee having the driiling right
in this set of circumstances culy if Penroc declined to drill. . This was not
the terms as originally outlined by Penroc in the joint meeting with them., 1In
that meeting it was understood that all parties would be on equal footing re-
lative to the three alternatives should the Texas West well test less than
5 MM CFGPD. Obviously, this was fair and reasonable.

Once again, however, Kewanee would have been willing to Yleld scmewhat as
to Penroc's request as to Option Number One, but is steadfastly opposed to
Penroc's unreasonable demand as to Option Number Two.

From the above it is apparent to Kewanee that Penroc, for reasons known
only to themselves, is really opposed to working out any agreement at all with
Getty and Kewanee, It is therefore respectfully requested tliat Penroc's
application as set out in Case 4939 be denied in its entirety so as to protect
the correlative rights of all parties, or at least stayed pending completion of
the Texas West 0il & Gas No. 2-2 State well located in Section 2, T-24-8, R-34-E.

Yours very truly,
KEWANEE OIL CQMPANY

4 0}3{(&
pon Haden,
DPistrict Landman

DH/t} " -




Examiner Hearing - Wednesday - April 11, 1973 Docket No. 10-73

-3-

CASE 4937:

CASE 4683:

Application of Continental 0il Company for special pool rules,

Lea County, New Mexico. Applicant, in the above-styled cause, seeks
the promulgation of speclal pool rules for the Bell Lake-Bone Spring
Pool, Lea County, New Mexico, including a provision for 160-acre
proration units.

(Reopened)

CASE 4938:

—

e

"

CASE 4939:

e

CASE 4940:

CASE 4941:

In the matter of Case 4683 being reopened pursuant to the provisions
of Order No. R-4286. which order established special rules and regula-
tions for the West Tres Papalotes-Pennsylvanian Pool, Lea County,

New Mexico, including a provision for 160-acre proration units. All
interested parties may appear and show cause why said pool should not
be developed on less tnan 160~acre units.

Application of Hanson 0il Corporation for an unorthodox location,

Lea County, New Mexico. Applicant, in the above-styled cause, seeks
authority to drill a producing o0il well at an unoirthodox location 950
feet from the South line and 1650 feet from the West line of Section 2,
Township 9 South, Range 33 East, Vada-Pennsylvanian Pool, Lea County,
New Mexico.,

Application of Penroc 0il Corporation for compulsory pooling, a non-
standard proration unit, an unorthodox gas well location, and a dual
completion, Lea Couunty, New Mexico. Applicant, in the above-styled
cause, seeks an order pocling all mineral intevests in the Atoka and
Morrow formations underlying the E/2 W/2 and the W/2 E/2 of Section 11,
Township 24 South, Range 34 East, Antelope Ridge Gas Field extension,
Lea County, New Mexico, to form a 320-acre non-standard gas proration
unit in said pools to be dedicated to a well to be drilled at an
unorthodox location 660 feet from the North line and 1980 feet from
the West line of said Section 11. Also to be considered will be the
cost of drilling said well, a charge for the risk involved, a provision
for the allocation of actual operating costs, and the establishment

of charges for supervision of said well. Applicant further seeks
authority to dvally complete said well in the above~named formations.

Application of Pennzoil Company for a dual compietion, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks to dually
complete its Mobil 12-Federal Well No. 1 located in Unig B of
Section 12, Township 23 South, Range 26 East, Eddy County, New
Mexico, in such a manner as to produce gas from the South Carlsbad-
Canyon Pool extension and from the South Carlsbad-Morrow Gas Pool
through parallel strings of tubing.

Application of Pennzoil Company for an unorthodox gas well location,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
authority to drill a produring ~as well at an unorthodox location
1980 feet from the North ... and 660 feet from the East line of
Section 13, Township los South, Range 25 Ea=*, West Atoka-Morrow Gas
Pool, Eddy Cou.ty, New Mexico, the N/2 of sald Section 13 to be
dedicated to said well.
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GOVERNOR

BRUCE KING
O1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO '-:':_‘;;0;‘:‘3'&'3"
P. 0. DOX 2088 - SANTA FE Mu'““‘
87301
STATE GEOLOGIST
A.L.PORTER, JR.
July 24, 1973 SECRETARY - DIRECTOR

Re: Case No. 4939
Mr, Jascn Kellahin Order No. R~4603
Kellahin & Fox
Applicant:

Attorneys at Law
Post Office Box 1769

Santa Fe, New Mexico Penroc 0Oil Corporation

Dear Sir:

Enclosed herewith are two copies ¢of the above-raferenced
Commission order recently entered in the subject case.

Very truly yours,

ey

A. L. PORTER, Jr.
Secretary-Director &7’

ALP/ir

Copy of order also sent to:

Hobbs ocC X
Artesia OCC

Aztec OCC

Other Mr. Paul Eaton

¥T




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTCR COF THE HEARING

;, CALLED BY THE OIL CONSERVATION
.+ COMMISSION OF NEW MEXICO FOR
'\ THE PURPOSE OF CONSIDERING:

CASE NO. 4939
Order No. K—-4603

APPLICATION OF PENROC OIL CORPORATION
: FOR COMPULSORY POCQLING, A NON-STANDARD
PRORATION UNIT, AN UNORTHODOX GAS WELL
LOCATION, AND A DUAL COMPLETION, LEA

i; COUNTY, NEW MEXICGO.

ORDER OF THE COMMISSION

¢ BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 11, 1973,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this 23rd day of July, 1973, the Commission, a
quoxrum being present, Having considered the record and the
recommendations of the Examiner, and being fully advised in the
premises,

FINDS:

That the applicant's request for dismissal should be granted.

IT IS THEREFORE ORDERED:

That Case No. 4939 is hereby dismissed.

‘DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL. CONSERVATION COMMISSION

%M

. R _ TRUJILLO, Chatrran

{
;
|
|
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PENROC OIL CORP No. 1 Madera

PROPOSED DUAL COMPLETION
EXHIBIT NO. 4

13 -

CASING 48 , H-40 oo ]

) ~

"

3 .
135 CASING AT 350

PP S

102 CASING ; —- -
. i )

2600 (405% K-55, 574C) _23" TuBING

950 (40.5% $-80, ST &C) )

1700° 455" $-80, ST &C)

[l OTIS 2" SLIDING SIDEDOOR

oTIS 7%" DUAL HYDRAULIC
PACKER

102" CASING AT 5250

. N— L—

72" CASING: N

650" (26-403 N-80, BUTTRESS )
7450 (26 -40, $-95,LT&C)

! ' /u
4000° (29.70%, 5-95,LT&C) —

73 CASING AT 12,100 ]
OTIS 23 BLAST JOINTS
ATOKA PERFORATIONS -
APPROX. 12400 —————~ —~J =
H OT1s 2 SLIDING SIDEDOOR
o7 " WITH SEALS
oTIS 5” ‘I‘_OC)/?TER suB :
= OTIS 5 “WB” PACKER WITH SEAL
L/ g TUBING suB
B OTIS LANDING NIPPLE
rd
MORROW PERFORATIONS < 8° TUBING suB
| APPROX. 13100 - 13400 —— —= = NU GO NTPPLE

| ’ ] & BEF GREEL é””\e&é’gz
: . OIL CONSEAVATIGN LOMMISSION
Coyic  EX1IBIT NO._ 4

CASENO._493¢
Submilted by v\_‘(,&ﬂfgl

, Hearing Date i
5" LINER SET AT PROPOSED g — ol i, 19273

1.0. 13500’ — —
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EXHIBIT /5 |
PENIROC 0il Corporation

Atoka 12,400 P.O.BOX 1004 *+ MIDLAND, TEXAS
Morrow 13,500 Phone MU 31861

WELL COST ESTIMATE

STATE New Mexico COUNTY Lea FIELD Antelope Ridge, Atoka-Morrow
LEASE Madera WELL NO._! PROPOSED DEPTH_}3,500' jomrizon__ Morrow

ESTIMATED LEASEHOLD COST

Lease Bonus and/cr Brokerage
Legal Fees (Title Opinion, Abstracis, Recording Fees, etc.) S 150,
Other (Travel Expense, Telephonc, etc.)

TOTAL Estimated Lease Acquisition Cost « ¢ o o o o ¢ o o o o o o o o $ 750,

ESTIMATED DRY HOLE COST

Intangible Well Costs

Surveying Location $ 175,
Surface Damages 1,000.
Location and Road 5,000.
Drilling  13,500' te at § 9.50 /ft. 128, 250.
Day Work 4 days at & 1500. 00 /day 6, 000.
Mud agnd Admixtures 40, 000,
Fuel, Power and Water 5, 000.
Cement and Cementing Services 6.000,
Drill Stem Tests 4,500,
Coring and Core Analysis
Logging ‘ 8, 00C.
Trucking ’ - 2,000.
Misc. Consumable Equipment (shoes, centralizers, bits, etc,) 2. 006,
Overhead and Supervision 5,000,
Plugging | 2, 500.
Well Eguipment Costs
Casing:
Surface 400 ft. of 13-3/8 at $__7.00 She S 2,800,
Intermediate_ 5200 _ ft. of 10-3/4  at $_ 5.50 /ft, 28, 600.
TZ, 100 7-5/8 0. 00 72,0600.
TOTAL Estlm.ated Dry HOle COStS e o ® @ ® © 8 6 6 @ e € o ¢ o & & & o 8320) 175.
Less Contributions .+ « ¢ ¢ o o o c ¢ ¢ ¢ o o ¢ 0 s o s s o &
NET Estimated Dry Hole COST ¢« ¢ o o ¢ o ¢ o » ¢ s 0 6 s o 6 o 06 0 o =
Estimated Interest of Dry Hole
ESTIMATED COMPLETION COSTS
Intangible Well Costis
Unit Time 10 _days at §__ 1,000 /day $ 10, 60C.
Perforating 7,500.
Treating (acidizing and fracturing, etz.) 6, 000.
Cement and Cementing Services . ) 4. 000,
Trucking 1,500.
Equipment Rental 1,500.
Installation Cost of Lease Equipment 2, 000.
o ‘ Overhead and Supervision 3.000.
i Well Equipment Costs
Casing 1209 fte of 5" liner at $ _4.00 _ /ft, S 4,800.
Tubing 25, 5G0 . A e rs 29, 825.
Well Head Equipment ’ BEFORE EXAMINGR UTZ 15,000.
Tarks OlL COMNSTRVATION CTMMISSION 6,000,
Separator and/or Treater N 10, 000.
Metering Equipment R T O MO S
Flow Lines o e 600.
Pumsing Unit and Engine pr-Mstor' S | 54q""“‘“""""""
Rods, Pump, Polish Rod, ptes: i+t Lye\pbo— Canlly
Other Hauiing DC'I:_____(LW 1191 . a0,
TGTAL Estimated Additional CoST™TOr ProGUCET =+ o o o s o « o o o o = S106, 725,
TOTAL COST OF COMPLETED WELL & o o o o o o o o o « o = o o o o o « Sa2g 00,
Estimated Interest of Producing Well

—___——
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PENROC OIL CORPORATION

EXHIBIT NO. 6

DATES AND NOTES ON CONVERSATIONS WITH KEWANEE AND GETTY

3/13/72, 9:00 a. m.

Castle talked by phone to Mr Don Haden with Xewanee about Kewanee's
minerals and lease in Section 11, T-24-S, R-34-E, Lea County. Asked
if they would farmout, join or sell. Mr. Haden said '"'no',

3/13/73, 10:30 a. m.
Castle visited Don Haden in his office and talked about same as in
telephone conversation earlier. Answer still "no''.

3/13/73, 10:00 a. m.

Mr. R. C, Bennett, for Penroc, talked with Mr., James Davis with Getty
about their lease in Section 11, T-24-S, R-34-E, Lea County. Asked if
Getty would farmout, join or sell. Answer "no'. )

3/13/73, 3:C0 p. m.

Mr. Bennett talked with Davis about same as that morning. Getty answer
was still ''no''. Bennett then asked Davis if Getty would buy Penroc's
lease. Davis said "'no''.

3/19/73, 9:00 a. m.

Castle talked to James Davis with Getty and asked that they join or farmout.
with a provision to come back in for 1/2. Answer was '"'no''. Then Castle
asked Davis if Getty would sell their lease in Section 11 for $200 per acre
plus 3/16 ORR. Davis said '""no'.

3/19/73, 2:00 p. m.

Castle talked to Don Haden with Kewanee and again asked that they join,
sell for $150 per acre plus 3/16 royalty, or farmout with a provision to
come back in for 1/2 interest. Answer was ''no'',

3/23/73, 2:00 p.m.
Bennett talked to Davis with Getty and asked if they would make any kind of
deal at all. Davis said ''no"’. Benn?mmﬁsiwled

ask for a nonstandard unit and unortLodox tocationrat:aheaxipg pefore t

Commission on April 11, 10w COMMISSION

_.'-;:::z—;;arr Mo L
4934 _—
é\ odon Gt
\L/vv( it 21

OILC

R v ML

Felning Dale



Penroc Oil Corporation
Exhibit No. 6
Page 2.

8. 3/29/73, 3:00 p.m.
Castle talked to Haden with Kewanee and asked if they would make any
kind cof deal in Section 11, Answer still '""no''. Castle and Haden then
talked about the hearing set for April 11, Haden did not know if Kewance

would object at the hearing,

W?a-r*




e ARG
3ETOPE THE

O1lL CONSERVATION COMIMISSION OF NEW NMEXKICO

I THE MATTER OF THL APPLICATION

OF PENROC OIL CORPORATION FOR AN
ORDIER GRANTING COMPULSQRY POOLING,
FOR A NON-STANDARD PRORATION UNIT,
FOR AN UNORTHODOX WELI, LOCATION,

AND FOR DUAYL COMPLETION, ILEA COUNTY,
NEN MEXICO

APPLICATI ON

COMES NOW Penroc 0il Corporation and applies to the 0il
Conservation Commission of the State of New Mexico for approval
of a non-standard proration unit, compulsory pooling, dual
conmpletion and for an unorthodox weli location, for production
from the Antelope Ridge—ésgsa Gas Pool, and the Antelope Ridge-
Morrcw Gas Pool, Lea County, New Mexico, and in support thereof
—
would show the Commission.

1. Applicant is the owner of the right to drill and develop
and proposes to drill a well in the E/2 W/2 and the W/2 E/2 of
Section 11, Township 24 South, Range 34 East, N.M.P.M.. Kewanee
0il Company owns an undivided 3/1l6ths of the minerals underlying
said acreage.

2. ZKewanee 0il Company is alsoc the owner of the right to
drill and develop the E/2 E/2 of Section 11, and Getty 0il
Company is the owner of the right to drill and develop the W/2

W/2 of said Section 11.

3. Despite diligent effort on the part of the applicant,
applicant has been unable to obtain any agreement with either
GetEX/Oil Company oOr Kewqgee 0il Company for the formation of
a standard proration uﬁit consisting of the East half, or the

West half of said section. Applicant has been unable to obtain

’!"3' w
E

any agreement from Xewanee for the formation of a non-standard
proration unit consisting of Kewanee's 3/16ths undivided interest,

and applicant's 3/16ths undivided interest underlying the E/2 ¥/2

DOCKET MAILED

oo L2223



and the wW/2 1/2 of said Secvion 11l.

4. Unless the interests of Kewance in said non-standard
unit/is pooled by order of this Commission, applicant will
e denicd the right to recover its just and eguitable share
of the oil and gas underlying its acreage in both the bast
half, and the West half of said section.

5. bApplicant further sceks approval of a well to be loca-

ted on said non-standard unit, 1980 fect from the ¥West line,

and 660 feet from the North line 6f said section, and for

-

authority to dually complete said well in the Antelope Ridgoe-
Atoka Gas Pcol, and the Antelope Ridge-lorrow Gas Pool, as de-
fined by the Commission.

WHEREFORE applicant prays that the Commission set this
matter for hearing before the Commission or the Commission's
duly appointed examiner, and that after notice and hearing as
required by law, the Commission enter its order pooling the E/2 W/2
and the W/2 E/2 of Section 11, Township 24 South, Range 34 East as
a non-standard proration unit for the production of gas from the
MAntelope Ridge-Atcoka Gas Pool, and the Antelope Ridge-Morrow Gas
Pool, Lea County, New Mexico, together with provision for recover-
ing the costs of drilling said well, a charge for the risks in-
volved in the drilling of said well, together with provision for
allocation of actual operating costs and the establishment of
charges for supervision of said well.

APPLICANT further prays for order cf this Commission approving

the dual completion of said well for production from the Antelope

Ridge~-Atoka Gas Pool, and the Antelope Ridge-Morrow Gas Pool,
together with approval of an unorthodox well location, 1980 feet
from the West line, and 660 feet from the torth line of said
rﬁﬁ Section 11, and for such other and further relief as may be pro-
<
5 per in the premises.

Respectfully submitted,

PENROCK OIL COFPPORATION

P AT, P'(M
KELLAHIN & FOX

P. O. Box 1769
Santa TPe, New Mexico

ATTORNEYS FOR APPLICANT
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ar/ BEFORE THE Oil, CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATICN
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 4939

Order No., R- _’_26 03

APPLICATION OF PENROC OIL

CORPORATION FOR COMPULSORY

POOLING, A NON-STANDARD PRORATION
UNIT, AN UNORTHODOX GAS WELL LOCATION,
AND A D‘AL COMPLETION, LEA COUNTY, NEW MEXICO.

/ @
ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 11 P 1913,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz .
NOW, on this day of July , 1913 , the Commission,

a quorum being present, having considered the record and the recom-
mendations of the Examiner, and being fully advised in the premises,

FINDS:

That the applicant's request for dismissal should be
granted.

IT IS THEREFORE ORDERED:

That Case No. 4939 is hereby dismissed.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated.




