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MR. NUTTER: We'll call Case No. 3705, next.

MR. HATCH: Case No. 3705, Application of Midwest
Oil Corporation for salt water disposal, irga County, New
Mexico.

MR. MORRIS: Mr., Examiner, I'm Dick Morris of
o Montgomery, Federici and Andrews, Santa Fe, New Mexico,

appearing on behalf of the Applicant Midwest Oil Corporation.

We will have three witnesses. We have a number of exhibits

anc¢ need a little time to mark them.

e MR. NUTTER: Okay. At this time, we might ask
for further appeafances in the case.

MR. KELLAHIN: If the Examiner please, Jason
Kellahin of Kellahin and Fox of Santa Fe appearing on bzhalf
of B. T. A. Oil Producers and Minerals, Incorporated. We

will have one witness,

o (Whereupon, Applicant's Exhibits
numbered 1 through 17, inclusive,
were marked for identification.)

MR, MORRIS: I think we are ready. Could I ask

to call my witness to stand and be sworn?
MR. NUTTER: We might as well get Jason's, too.

MR, MORRIS: Mr. Rowan, Mr. Pulte, and Mr. Matson,

would you stand and be sworn, please?

MR, NUTTER: Jason, do you have a witness, also?

MR. KELLAHIN: Yes, sir. Mr. Halvorsen.

e




(Witnesses sworn.)

J. R, ROWAN

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

s BY MR. MORRIS:

0] Mr.vRowan, please state your name, where you
reside, by whom you are employed and in what capacity.

A J. R. Rowan, Midland, Texas, District Landman,
Midwest Oil Corporation.

Q Have you previously testified before the New
Mexico oil Conservation Commission or one of it's Examiners?

A No, sir, 1 have not.

Q Would you very briefly oulline your education and
your experience in the petroleum industrxy up to the present
time.

A I have a Bachelor of Business Administration Degree
from the University of Texas at Austin., I worked for Sinclair
0il and Gas Company from 1951 till 1955, Since '55, I have
been employed by Midwest 0Oil Corporation in the capacity of
a Landman in all caées.

o) Are you familiar with the application of Midwast

0il Corporation in Case 37057
A Yes, sir,

Q And, are you familiar with some of the background



of the land and right of way acquisition, lease acquisition,
in connection with this project?

A Yes, sir, I've been associated with the entire
project from inception.

MR, MORRIS: Are the witness's qualifications
acceptable?
MR. NUTTER: Yes, sir.

0 Mr. Rowan, if you would refer, first, to what
has been marked at the Applicant's Exhibit Number 6, which
carries the designation "Proposed Salt Water Disposal System,"
would you point out on.that exhibit the location of the
wall that is the subiect of this application.

A The well is in Section 36 of Nine, thirty-three,
and is called the I No. 1. It's located in nineteen, eighty,
from the west and six, sixty from the south of that section,

0 All right, sir. Now, 1 realize that this is the
only well that is the subject of this particular application,
but is there another well in this immediate vicinity that is
part of the Midwest's Salt Water Disposal System in this area?

A Yes, sir, very much so. To regress just somewhat,
in 1965, we purchased several hundred acres of oil and gas
leases in the northwest portion of nine South, 34 East, which

we call our Pruitt leases, We drilled a discovery well in

Section 20. We subscquently have drilled four additional




wells in the area and have immediate plans for more wz2lls
- than this,

These wells do produce quite a bit of water, and
in working with the Production Department, they have tried
to look ahead and locate someplace where it would be possi-

ble to dispose of a large volume of water. They informed

me in July of '67 that Sunray intended to abandon their I

No. 1 well located in Section 36. And, as a result, abandon-
ing that well, they were going to dispose of the old Skelly-
Hobbs 1-G Well, which is located in the Southeast, Northwest
of the same section,

In this discussion, the Production Department
advised me that they wanted to purchase these two wells for
salvage, that they wanted to make a s@aledbid, which is the
Sunray common form of disposing of properties that they no
longer can produce, that they wanted to make a bid where we
would be sure and get this because if they wanted to put in
a salt water disposal system to take care of the large amount
of water, that we anticipated from ours and othex wells in
the vada Pool and so conform with the State's gqualifications,
as far as future disposition of water.

0 All right, Now, would you identify where the other
well was that is part of the system along with the subject well,

A Yes, sir. It's in the Southeast of the Northwest




quartexr of Section 36, of nine, 33,

Q So, it is immediately north of the subject well
and it is marked by the designation "1" with a circle around
it on this exhibit?

A That is right.

Q Mr, Rowan, you mentioned that you were instructed
to attempt to acquire Sunray's interest in these two wells
for salt water disposal purposes. Were you successful in
that respect?

A Yes, sir. We submitted a bid on August 9th of '67.
We were advised the latter part of August that we were the
high bidder, and, subsequently, Sunray did execute and deliver
to us a bill of sale covering the property itself, the tangi-
ble equipment, and they also did assign to Midwest 0Oil Cor-
poration the State of New Mexico Business Lease covering
essentially 2.06 acres surrounding the Skelly-Hobbs 1¥G Well.,

0 All right, Mr. Rowan. I refer ycu to Exhibits 1,
2, and 3 in this case and ask you if Exhibit 1 is the assign-
ment of the business lease that you have just referred to,
and if Exhibit 2 is a copy of the business lease from the
State of New Mexico to Sunray, and if Exhibit 3 is the bill

of sale from Sunray to Midwest,

A These are the instruments that I was referring to,

0 All right. Now, that business lease, Exhibit Number




2, what area does that cover?

A That actuwally covers a 2,06 acre tract in the form
of a square located around the Skelly-Hobbs l-G.

G All right., That's the well to the north of the
subject well?

A Yes, sir.

Q And, this was the business lease that was assigned
to Midwest by Exhibit Number 1?

A That is correct.

Q Has Midwest acquired any business lease with respect
to the acreage around the subject well?

A Let me explain it this way. After Sunray notified
us that we had purchased and had been the high bidder for
these two wells, we called the State Land Office and inquired
about the possibility of purchasing a business lease covering
this well. They informed us that the surface of the land had
been sold and patented to & private individual. This indivi-
dual was Mr., A. C. Ainsworth.

We contacted Mr. Ainsworth on August 3lst right
after we talked to the State, and as a result of our negotia-
tions, we purchased a salt water disposal lease from him
covering a 2.06 acre tract in the form of a square around the

I No, L Well. ™This is for a five-year term and as long

thereafter as we are injecting salt water into this well.




Q I hand you what's been marked as Exhibit 4 in this
case and ask you if that is a copy of the Salt Water Disposal
Lease that Midwest has acquired from Mr. Ainsworth that you
were just referring to?

A That is a copy of that lease. Also, in our nego-
tiations for this lease, we purchased right-of-way for the
building of future line on across the Ainsworth properties
which covered part oxr all of Sections 19 and 30 of nine South,
thirty-four East, and all or a part of Sections 25 and 36,
nine South, thirty-three East.

Q Now, was this right-of-way that you have just
referred to incorporated in the form of an easement?

A Yes, sir.

Q I hand you what's been marked as Exhibit Numbér 5
in this case and ask you if that is a:copy of the easement
that vou just referred to,

A That is a copy of the easement dated September llth,
'67, which is the identical date of the Salt Watexr Disposal
Lease we purchased from Mr. Ainsworth,

0 Now, Mr, Rowan, what was the date of thé Salt
Watex Disposal Business Lease that you took from Mr, Ainsworth?

A It was dated September Lll, 1967. We subsequently

racorded that Lease on September 25th of 1967 in Léa County,

New Mexico,.




Q Do you remember the recording information on that?

A Yes, sir, I do. It is recorded in Book 265 on page
967.

0 Is there anything further that you would like to
add to your testimony, Mr. Rowan, concerning the acquisition
of the rights-of-way and business leases with respect to

these properties for salt water disposal purposesg?

A None other than the fact that we have firm or tenta-
tive arrangements with all parties that we would need to
gecquire easements or right-of-way from to lay a pipsline
suitable for carrying salt water from the vada field to this

proposed salt water disposal system,

0 Now, will there be further testimony with respect
to this Exhibit 6, to go further into the actual project,

and how it is proposed to be operated?

a Yes, sir. Mr, John Pulte will present further testi-

mony in connection with this map and the salt water disposal

system,

MR, MORRIS: At this time, Mr. Examiner, we would

offer into evidencae Applicant's Exhibits 1 through 6.

MR, NUI'TER: Applicant's Exhibits 1 through 6 will

be admitied intc evidence.

(Wwhereupon, Applicant's Exhibits
Numbered 1 through 6, inclusive,
were admitted into evidence.)
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MR, MORRIS: That's all I have for Mr. Rowan.

MR. NUTTER: We'll recess the hearing until 1:30,
The witness will be recalled for cross examination.

(Whereupon, at 12:00 o'clock noon, December 20th,
1967, the noon recess was taken and at 1:30 o'clock P. M.,
the hearing was reconvened with the same representatives of
the parties being present and the following proceedings were
had:)

MR. NUTTER: I guess everybody is here, The
hearing will come to order., We will resume with Caée 3705.
I believe Mr. Rowan had just finished his direct testimony.
Does anyone have any questions of Mr. Rowan? Mr. Kellahin?

CROSS EXAMINATION

BY MR. KELLAHIN:

0 Mr . Rowan, as I undexstand, you handled all the
land matters pertaining to this particular operation, is

that correct?

A Yes, that is correct,

0] You nagotiated the lease for salt water disposal
with Mr. Ainsworth?

A Yes, sir,

Q Did you offer to buy this existing well from Mr.
Ainsworth?
) In explaining to Mr. Ainsworth what we wanted, we
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told him that we had reached an agrecment and madoe a bid
with Sunray to buy all the aquipment that they had on the

hole, and we also informed him that the State had told us
that they would not issue a business leasc on this land
because they had sold the surface. It had been patented.
Therefore, we were contacting Mr. Alnsworth as a gurface
owner. We wanted to use this well as a part of a salt water
disposal system.

Q But, you did not buy the well from Ainsworth, as
such? I'm not talking about the lease for use of the surface.
I'm talking about holding ground.

A We attempted to buy any and all rights that he had.

Q You feel your lease covered that?

A Yes,

Q Now, did you offer to buy the well from the State
of New Mexico? Again, I'm not talking about a right-of-way
or an easement., I'm talking about the existing well with
the casing and equipment in it.

A Not the well, as such. We felt the State of New
Mexico didn't own the equipment and that Sunray was maintain-
ing they owned it, and had put out an offer to bid. We had

P’

made a bid based on that.

Q Now, you purchased this from sunray under date of

October 25th, 196772
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A I believe that was the date that they finally got
around to executing the instrument and that was the date of
the acknowledgment on the instrument. The instrument, itself,
it recites the effective date will be October 1lst,

) But, as the date of the instrument, October 25th,
there was an existing oil and gés lease on this land not
held by Sunray, was there not?

A At the date that Sunray finally got around to the
physical act of executing and delivering this instrament to
us, there was an existing oil and gas lease on this propercy
by virtue of a 3tate sale that was held on October 17th and
of which Tract Ne. 23 was purchased by B. T. A.

0 Sn, as of October lst, the effective date of this
sale, Sunray did not own the mineral lease on the land, is
that correct?

A This is probably true. I think the State records
wuld reflect that Sunray quit producing the well sometime in
June or July, and for a better record, I would have to say,
we'll go to the State and see the date that their Sunray lcase
was actually cancelled., I don't know the exact date.

Q You would assume, though, normallyif they advertised
the sale, why, it would not be effective -- if the sale was

held on October 17th, it wouldn't have been effective till

October 1lst?
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A This is true. We had information prior to the
sale, In fact, as a part of our condition, we told Sunray
that we would like to keep this well in the position that
it -- physical shape that it was in then, They thought
their lease was still current at the time they offered it.

In checking through their Roswell office, who
checked with the State, Mr., Billbury, I helieve, informed
them that there had not been any royalties paid to the State
for a pericd of time and that they had cancelled the oil and
gas lease. This is true.

Q Now, the leage sale you mentioned was held on
October 17th in 1967, and pursuant to that sale, a lease was
issuved. Do you know the acreage that was covered by that
lease?

A Yes, sir. It was 560 acres, being all of Section
36, nine, thirty-three, with the exception of the east half
of the Northwest quarter, which the State purposely .omitted

because they had previously sold a business lease to Sunray,

et al.,

o) Aand. what purpose is that business lease being used
for?

A The business lease., Presently, we have tested the

rate of injectivity and we are currently making our plans to

start using this as an injection well, However, these plans
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which Yr. Pulte will testifv to later, are contingent somewhat

- upon the size line that wo run down to this property. That
would derend upon what wells we are able to inject water in
and whether or not we fry to take care of the Vada field, as
such, and the salt water problems there or whether or not it's
mandatory that we try to mset the Midwest needs.

Q Do you know, or will somnce other witness testify, as
to wkat horizon you will inje¢ct into the Skelly Well?

A Another witness will testify to that.

0] Cetting back to this lease, salef,did Midwest request

that the land be put up for sale by the State?

A No, sir, we did not.
2
. . . ,!
0 Midwest did bid at that sale? |
.
A Midwest did bid at that sale. :
4

0 Did you handle the hidding?

A Yes, sir, I did.
Q Are you familiar with the processes through which
X your company goes to determine whether thoy will or will not
bid on a tract?
A Yaes, sir.
0] In that connection, Mr. Rowan, what zones was vyour

company interested in in submitting their bid in the State of

New Mexico for a mineral lease?

! - MR. MORRIS: F~Ixcuse me., I have refrained from




obiectinag to this noint, but it seems like we're going very
far afield from this issue.
A We can det a more competent witness and --

MR, MORRIYIS: The recesons why Micdwest might have wanted
to bid on this particular acrcage is quite far afield and
irrelevant to the things involved in this hearing. If the
Examiner thirks it is somehow relevant, we certainly have
no objection to Mr. Rowan goinag ahead and answering the question,
but I feel advised to put in an objection because we are going
very far afield.

MR. KFLLAHIN: If the Examiner vlease, I do not
feel we're going far afield for the position of B. T. A. and
Minerals, Inc., that the zone¢, which is proposed to be used
We
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submit that the Applicant, itself, bid in a lease sale with
the State of New Mexico for the minerals underlying this
tract and was the unsﬁccessful bidder .

Now at this time, they have no interest in the
minerals they are seeking to inject salt water into what we
feel is a productive zone and a zone which we will show later
is held as to the minerals by B. 7. A. We don't feel it
is too far afield to inquire as to what their estimate was

at that time of the zone we're talking about here.

MR, NUTTER: Mr. Rowan, was this tract -- I
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think you described it as all of Section 36 except that
eighty acres being the east half of the northwest of the
Section,

A Yes,

0 All of that tract was put up at a normal oil and
gas lease sale?

A Yes, sir,.

0 Now, and anybody that was bidding on that was
bidding on that as far as all horizons from top to bottom
for production of oil and gas or disposal of salt water into
some zone,

A well, really, I mean, we were, even at that stage,
looking at it as being potentially productive.

MR. NUTTER: But, there was no limitation on any

vertical limits or anything else, it was a normal oil and

gas lease sale,.
A No. It was a normal oil and yas lease sale, yes, sir,
MR, NUTTER: Do ybu have to be more specific with
what the --
MR. KELLAHIN: No, to the question, he said at
that time he thought it was productive.
A Potentially productive.

MR, KELLAHIN: Potentially productive, and that

satisfies my qQuestion.
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MR. NUTTER: Do you have anything further?
MR, KELLAHIN: No, I believe that's all.
MR, MORRIS: I have a few questions on redirect.

REDIRECT EXAMINATION

BY MR. MORRIS:

0] Mr. Rowan, in bidding on the lease at the State
sale, was any consideration of value given to the productivity
of the Bough F Zone on this lease?

A Not to my knowledge. Generally, we've been real
active in this countrxy. We have not established any Bough F
production, even though we own several thousand acres in
this general area, and then, mainly, particularly in the Vada
fieid, for example, it's Bough C.

0 Assume with me that it'sthe Bough F zone that Mid-
west is seeking to inject water into, in this application,
of course, as you've pointed out, other witnesses will cover
this in more detail, but would injection into the Bough F
zone interfere with production from the Bough C zone?

A No, sir. We don't feel so.

o] Did you come to the State Land Office and inquire
about getting a business lease from the State of New Mexico

covering the land surrounding the subject well?

A At the time that Sunray notified us that we were

the high bidder on these two wells in Section 36, we called
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the State Land Office. I believe we talked to Mr. Floersheim
and we ingquired about pnurchasing a business lease.

0 You were thinking of a business lease similar to
the business lease that had been granted by the State with

respect to the well to the horth, is that correct?

A Yes, sir, that is correct.

Q And do you remember approximately when that was?
A It was on August 31st.

0 Now, that would have been before the sale of the

oil and gas lease to B. T. A.?

A Yes, sir, it was.

0] And what were vou informed by the State?
A We were informed at that time that the surface of

Section 36, with the exception of the 80 acre tract, had been
patented and sold to Mr. A. C. Ainsworth and, therefore,
the State would not sell a business lease on that, what we
were requesting.

Q So it was after that that vou went to Mr. Ainsworth
and negotiated the business lease?

a Yes, sir. The same day then, we contacted
Mr. Ainsworth by telephone.

MR. MORRIS: I think that's all.

CROSS _FEXAMINATION

BY MR. NUTTER:
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) Mr. Rowan, what happens on a State lease when a
well is drilled and then it's plugged and abandoned and the
lease is cancelled and there is a fee surface owner, who
does the well belong to then? Does the old plugged and
abandoned well revert back to the State with the lease. or
does it go to the surface ownex?

A I probably can't answer that question.

MR, MORRIS: Let me interject here, Mr. Examiner,
I knew we were bound to get to this question sooner or later
in this case, and I think probably, the sooner, the better.

The question of ownership is somewhat perplexing
and complex. Certainly, it is our position in this case
that Midwest owns this well and owns =-- has the right to
inject water intoc this well,

MR, NUTTER: By virtuve of the contract with Mr.
Ainsworth.

MR. MORRIS: Yes, sir, and it is further our posi-
tion that the oil and gas lease does not even proport to give
the right to inject water. It is a lease for drilling and
developing for oil and gas and other hydrocarbons and gives
no right in and of itself to the injection of salt water,

Now, you might have to analogize a littie bit, but
it's like the owner of the surface going out and digging a

pit or drilling a well for some other total purpose, totally
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unrelated to the'oil and gas business. And, even though he
goes below the surface of the ground, in so doing, it's still
an attribute of the surface interest to do that, By way of
analogy, let's say, the surface owner wanted tc go out and
enter into a contract with someone to dispose of radioactive
waste or something unrelated to cil and gas business, It
would be an attribute of the surface owner ship to:do:that; the
oil and gas interest being limited to-drilling for, exploring
for, developing, producing oil and gas,

So, it is our position here that we own the well
itself, the casing that is in the well. We do not have the
right to produce oil and gas out of that well, but we do have
the exclusive right to use that well for purposes othexr than
producing oil and gas, and, namely, just the disposal of salt
water, And, I take it from what Mr. Kellahin said, he and
his client may feel otherwise, but I think that we have’
already shown by the documents that we've placed into evidence
that we have the right by virtue of the surface lease and the
purchase that was made from Sunray to make use of this property
and this hole in the groundﬁfor salt water disposal purposes.

MR. NUITER: Well, now, Midwest was a bidder on the
lease when it was put up for sale.

A Yes, sir.

MR. NUTTER: Who was the successful bidder, B. T, A.?
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MR, KELLAHIN: B. T. A. was, yes, sir.

A B. T. A.
MR. NUTTER: So, B. T. A. has a right to go in
there and drill a well to produce o0il and gas.
MR. KELLAHIN: Well, we submit that we have a
bigger right than that.
MR. NUTTER: Well, now, let me ask you this, Mr.
Rellahin, If you've got the right to drill a well and pro-
. duce oil and gas, if you drill two holes, and one is a dry
hole and one is a producer, and the producer makes a lot of
water, can you use the other well for salt water disposal
without having to obtain a business lease or anything like
that?
MR, KELLAHIN: It would be my view, of course,
» this is a hypothetical situation here, that you could use
. that well undexr the terms of the lease on the same lease,
for disposal of water from that lease,
MR, NUTTER: From that lease.
MR. KELLAHIN: But, to bring it in from someplace,
it would be a different situation.

MR, NUTTER: It would probably require a business

iease, then.

MR. KELLAHIN: But, I would like to reply at least

to some extent to a statement that's been made by Mr. Morris
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where I feel he has oversimplified the situation and perhaps
misled the Examiner somewhat on the title situation here on
which this Commission can't pass anything. He says that it
is thelr position and supported by the documents here that
they do own the hole in the ground and the well and the
casing.

Oﬁ the face of it, these documents purport to trans-
fer title to the well and to the casing and othexr equipment
there, but there is a line of authority, and a pretty strong
line of authority, that you cannot plug or abandon a producing
well. And, we submit that this is a producing well, and under
those circumstances, the hole, the well, the casing could be
appropriated by the State of New Mexico or it's lessee,

This is a question that has never been resolved in
the State of New Mexico. As Mr. Morris said, it's a confused
situation and I think that is perhaps something of an under-
statement, but he overlooks one thing in discussing this sit-
uwation, in saying that the only right conferred by the nineral
lease is to produce oll and gas., Conferred with this right is

the right to use whatever portion of the surface as reasonably

necessary for that purpose, and it's on the basis of this that
a line of Texas case, for example, has held that one abanhdoning a
producing lease has no right to plug the well. There's a dif-

ference in the law recognizing the mineral right as being the

dominant tenement or the dominant estate and the surface is
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the servient estate so long as they are producing o0il and gas

and doing it reasonably, why, you can use whatever vou need

to on the surface, and this includes the hole in the ground
or any formation of the line.

In addition to that, he says they have the exclusive
right in the instruments as shown here to dispose of this salt
water in this formation. We submit that if there is oil in
this formation, and we intend to show that every reasonable
inference would indicate that there is s*till o0il produceable
in there in commercial quantities, it gives them no right
to interfere with our production with that o0il, and certainly,
they have no right under any surface grant to drive
the 0il off of our lecase, and this is the reason we're here
objecting.

MR, NUDTTTER: Well, if a man buys surface from the
State of New Mexico, how deap does the surface go?

MR. KELLAHIN: The surface, you're qetting into
- s various situations there, but as a general proposition, he

has the right to use of the surface if they rescerve the minerals,
if this is all that is roserved,
- MR. NUTTER: lo can <ig a post hole and put a post

out there?

MR, KPELLANIN:  Yes, sir. As a qeneral proposition,

e he can drill a water well, too, 1f the State Fngincer will




grant him a permit, but he can’'t produce minerals. But, once

the State granﬁs this right to produce minerals, then he can't keep
the mineral lessee from coming on his property and producing

those mninerals.

MR. NUTTER: Right,

MR, KELLAHIN: This - has been through the Courts
many, many times,

MR, MORRIS: The question basically comes down to
this: I think Mr., Kellahin was quite correct and may be of
some relief to the Examiner, too, that probably this Commission
does not have the anthority and duty to decide the question of
ownexship here as between the two litigants. But, in that
respect, I'd like to call the Examiner's attention to a Texas
case, Magnolia Petroleum Company versus Railroad Commission,
170 Southwest 2nd, 189. I'll furnish a copy of this decision
to the Examiner.

MR. KBLLAHIN: Have you got the citation again,
please, six?

MR, MORRIS: 170 Southwest 2nd, 189.

This involves the duty of the Commission when it
is faced Qith a title dispute, I'd like to just read a
portion pertinent, a portion of that opinion:

The affect of a bona fide title dispute on the

power of the Railroad Commission to grant a permit as an
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exception to Rule 37 is the question never before decided by
- this Court. The function of the Railroad Commission in this
connection is to administer the consexrvation laws,
When it grants a permit to drill a well, it does

not undertake to adjudicate questions of title oxr rights of

possession. These questions must be settled in the Courts.
When the permit is granted, the permittee may gtill have no

P such title as will authorize him to drill on the land. If
other parties are 1n passession of the property, as in the
present case, they may defend their possession by self-help
or by injunction proceedings.

Before the permittee can drill, he must first go
to Court and establish his title., In that suit, upon proper
showing, he may have a receilvor appointed to drill the well
and hold the proceeds to await the final judgment on the

- title issue.
- ‘ On the other hand, if he has possession or can
obtain possession peaceably, his adversary may resort to tho
Courts for a determination of the title dispute and therein
ask for an injunction or for a receivorship.
In short, the order granting the pernit is purely

a ﬁegative pronouncement. It grants no affirmative rights

to the permittee to occupy the property and, therefore, would

not cloud his adversary‘'s title. It merely removes the

h———-—__




conservation laws and recnrlations as o oa s ro Sy illins the
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o il and loaves Lo norartibee o hig rights at common law.

Uhere thare is a disonte as Yo those rights, it sust
ha settled in Court. The vermit may thus he verfectly valid,
so far as the conscrvation laws arc concerned and, vet, the
vernittee's right to drill under it may depend upon his
gstablishine title in a suit of law.

In such a suit, the fact that a permit to drill had
been granted would not be admissible in support of the
pvermittes's title. Of course, the Railroad Commission should
not do the useless thing of granting a »ermit to one who does
not claim the proverty in cgood faith. The Commission should
not dany the permit if it does not reasonably appear to it that
the Applicant has a good faith claim in the property. If the
Aoplicant makes a reasonably satisfactory showing of a good
faith claim of ownership in the vroperty, the mere fact that
another in good faith disputes his title is not alone suffi-
cient to defeat his right to the permit. Neither is it grounds
for suspending the permit or abating the statutory appeal nending
settlement of the title controversy.

Now it is that last paraqgraph that i'd particularly like
to call to the Examiner's attention here, that once we have
come in and shown that we are making a qood faith claim in the

property and that is a sufficient basis for invoking the
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Commission's jurisdiction to go ahead and decide the question
under the conservation laws, and if B. T. A. disputes our
ownership, they have théir remedy in Court. I think for
purposes of going ahead with this case, the. Examiner should
do so in the view that we have established our ownership
and realizing that B. T. A. has its remedy in another form.

MR. KELLAHIN: If the Examiner please, I made my
statement here for the recordiin the face of the assertion
of the drilling of the well. We don't want the record to
show that that is not undisputed. I agree with the decision
that Mr. Morris has just read. The jurisdiction of this
Commission is limited to the gquestion of conservation and
whether they should permit the injection of salt water in an
oil-producing horizon or whether this is, in fact, an
oil-producing horizon.

MR. NUTTER: Doas anyone have any further questions
nf Mr. Rowan? He may be axcused.

(Witness excused).
MR, NUTTER: <Call your next witnaess, please.
MR. MORRIS: Mr. Pulte, please.
JOHN PULTE

called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRKCT FXAMINATION




BY MR, MORRIS:

Q Mr. Pulte, will you please state your name, where

you reside, by whom you are employed and in what capacity.
A John Pulte, Midland, Texas. I am employed as a

Production Engineer by Midwest 0il in Midland.

Q Mr. Pulte, have you previously testified before
the Commission or one of it's examiners,
A Yes, I have.
Q’ And, have you had your qualifications as an
engineer established as a matter of record?
A Yes.
Q And, are you familiar with the application of
Midwest 0il Corporation in this case?
A Yes.
MR. MORRIS: Are the witness's qualifications
acceptable?
MR, NUTTER: They are. How do you spell your
last name?
A P-u-l-t-e,
0 Mr. Pulte, if you will refer back to Exhibit Number
6, that originally was referred to by Mr. Rowan, would you go
into a little more detail with respect to Midwest 0Oil Corpora-

tion's proposal for salt water disposal in this area and

through the subject well?

.
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A The map shows our proposed gathering system to
kring water from the Vada-Penn field to the well in question
on the map shown as a Sunray State I No., 1 into the Skelly-
Hobbs 1-G. We need some sort of disposal for water from this
area.

At the present time, there is nothing in the area.
The nearest thing is Rice's system in the south and the middle
Lane area and it comes to about where our injection wells
would be, just south of that, abéut one mile, a mile and a
half. Our plans are tentative at this stage as to what wells
might be included in the system, but we do hope to inciude
the whole area if we can get the other operators to come into
the system on some basis.

o) All right. Mr. Pulte, how many Midwest wells would
the system serve?

A At the present time, we have five wells and it is
hard to say how many we might have in the future, but possibly
as many as twenty throughout the entire area.

0 Now, when you say twenty, you're talking about
serving wells other than Midwest wells?

A No, just Midwest wells,

0 Just Midwest wells. All right. Is there a possi-
bility that you might extend this system to serve other

operators in the vada-Penn?
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A Yes, that's hopefully what we would be able to do,
and we have no way of telling at this time how many wells
there might be, but we would probably plan on something like
forty.

9] At the present time, there are five Midwest wells
and you envision that that figure might be expanded to as
many as twenty over the next few years?

A Possibly.

o] We will go into that in a little more detail later,
but what is the present volume of water production from these
five wells? Just in round figures.

A 1'd say at the present time, approximately six

hundred barrels a day.

MR, NUTTER: From all five put together or six
hundred, each?

A All five, Let's see. All the wells we have listed
in the area to dats are actuvally producing in September, eight
hundred and seven barrels per day, and that included seven
wells, four of which are ours.,

0 All right. Refer next, Mr. Pulte, if you will, to
what's been marked Exhibit Number 7, the well history on the
well 1-G. First of all, the 1-G well is the well in the north
part of Section 36, not the subject well, is that correct?

A That's correct. Shown on the map is the Skelly-Hobbs
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0 All right.

A This well was drilled by Skelly 0il Company in May,
1967. Surface casing, thirteen and three-eighths was set at
three hundred fifty-two feet and cemented with three hundred
sixty sacks. Intermediate casing, eight and five-eighths was
set at four thousand and twenty-nine feet and cemented with
nineteen hundred sacks. It was drilled to a total depth of
ninety-eight, sixty-five. Test was dry and was abandoned.
MoRR 1S ANTWE I
More. sampde rc-entered the well, ran five and a half inch
casing to ninety-eight fifty-seven. Completed the well in the
Wolfcamp, the Bough C, from ninetv-six eighty-one to eighty-
four and produced it for a short period of time.

Production was reported at one hundred percent water.
Sunray purchasced the well from Antweil in 1958. The wolfcamp-
Bough C perforations, ninety-six e¢ighty-one to eighty-four,
were squeazaed with fifty sacks of ceoment to seven thousand
P. S. I. It was then drilled out kelow the casing shoe from
ninety-~cight fifty-saven to ninety-eight sixty-seven. Casing
perforated at ninety-eight thirty-four to fifty and began water
injection into the Cisco Penn, the Bough C Interval, ninety-
ecight thirty-four to sixty-seven in February of 1959,

Disposed of water from Sunray State I and T Leases
until May, 1966, Cumulative injection is 1,089,500 barrels

of watcr. The last day averaqge daily rate was 400 barrels of
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water a day on vacuum, A Baker Model R packer is set at
ninety-seven seventy-six on two and three-eighths inch plastic
coated tubing, and the annulus is lcaded with treated water
to prevent corrosion. The 0il Conservation Commission granted
permission for water disposal of November 5th, 1958 by Order
R-1278.

0 All right. Now, Mr. Pulte, this is the well with
respect to which Midwest has obtained an assignment from

Sunray of it's business lease from the State of New Mexico --

A Yes,
0} -- is that correct?
A Right.

MR, MORRIS: At this time, just for information,
I1'd like to place with the Examiner a copy of Commission
Order R-1278, authorizing water disposal for this well,

0 Mr. Pulte, if you will refer now to Exhibit 8, the
well history on the subject well, will you point out the
features of that exhibit as to the well history,

A This shows the initial completion is duly completed
in July, 1956, and the Wolfcamp, which is the Bough C from
ninety~six forty-seven to sixty potential flow;ng three
hundred barrels of oil, twenty-four hours, on a sixteen-sixty

forced choke, tubing pressure 1is six hundred P, S. I., G, O. R,,

five hundred.
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And in tho Cilsco-Penn, which is the Bough F,
ninety-seven cighty-four to nincty-eight ten. TInitial
potential flowing two hundred c¢ighty barrels of o0il in
twenty—-four hours; sixteen sixty forced choke, tubing
pressure, five hundred and eicghty P. S. I., G. 0. R,, four
eighty~five. It was worked over in April, 1963.

The Wolfcamp-Bough C perforations were squeezed,
ninety-six forty-seven to sixty with fifty sacks to nine
thousand P. S. I. The round tubing pump and rods to sixty-
one fifty-eight. Continued pumping the Cisco-Penn, the Bough
F Zone until June, 1967.

0 Now, Mr. Pulte, I know on your well history, you
don't have any information with resnect to the cumulative
production from the Bough F Zone:. Do you intend to cover
that or will that be¢ covered by another witness?

A It will be covered by another witness,

0] All right, sir. Refer next to your Exhibit MNumber

9 showing +he machanical installation of the subject well.

Just point out the features of that exhibit, please.
A This is a diagrammatic sketch of the well showing

surface casing, thirteen and three-eighths set at three
hundred forty-five fect, cemented with three hundred twenty-

five sacks and cement circulated. Intermediate casing, nine
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and five-eighthd set at thirty-nine ninety-two, cemented with
fifteen hundred sacks. Top of the cement was twenty-one
twenty by temperature survey. The seven inch casing was set
at ninety-eight forty-nine, cemented with five hund red sacks,
-and the top of the cement by temperature survey, seventy-six
fifty.

The sketch also shows the perforations in the

Wolfcamp, the Bough'c Zone, ninety-six forty-seven to ninety-
six sixty, squeezed with sixty sacks of cement. It shows a
Driverson Packer set at ninety-seven fifty on two and three-
eighths inch plastic coated tubing, and the proposed injec-
tion interval, the Bough F Zone, below the packer, for ninety-
eight -- seven eighty-four to ninety-eight ten.
Q Now, with respect to this well, the subject well,
at what weights would you propose to.inject water into this
i well, and in this regard, please refer to the information
) shown on Exhibit 9 -- excuse me, referring to Exhibit 10,
please,
A This Exhibit shows our expected injection rates
into this well and it refers to other injection wells that

are exposed to wells in other areas.

The first one is Rice's disposal system in the south

and Middle Lane area. Rice is currently injecting about

three thousand barrels of water per day into a Devonian well
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on vacuum, The well is capable of injecting in excess of
seven thousand barrels of water per day on vacuum. Cumulative
injection to 10167 is 2,079,413 barrels of water.

Midwest disposal well in the Nonombre Field., Mid-
west is currently injecting about six hundred fifty barrels
of water per day into a Penn-Bough B Well onVacuum. The well
is capable of injecting about one thousand barrels of water
per day on ygafium.

Cumulative injection to the 10167 is 234,749 barrels
of water.

Sunray's Lane S, W. D. 1, this is actually shown
on the map as a Skelly-Hobbs 1-G and is now our well, the
one we purchased. It's carried as a Lane S, W, D. No, 1.
Sunray disposed of 1,089,300 barrels of water into the Bough F
Zone in the Lane S. W, D, No, 1. The last average injection
rate was 400 barrels of water per day on vacuum. A recent
injection test indicates that the well will take wa
satisfactory rates. A plot of injection rate versus pressure
is attached.

Q When you say, "that's attached," what exhibit are
you referring to?
A And, that is marked Exhibit 11, Midwest Ainsworth

State S. W. D. No. 1 in the Lane Field is the well in question,

and is the way that we carry the well and is how it was shown
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in the application, 1It's shown on the map as the Sunray
State I No. i. Based on the above data, Midwest expects to
be able to dispose of about one thousand barrels of water
per day on vacuum, and possibly three thousand barrels per
day at two thousand P. S. I. in the Ainsworth State S. W. D.
No. 1 for a limited period of time.

The Lane S. W. D. No. 1, formerly Sunray's well,
is expected to inject a similar amount. Because of the
unknowns involved, particularly the number of wells in the
gystem and the volume of water for disposal, Midwest plans
for injections are indefinite. Initially, we will dispose
of water into one well on vacuum, and as volumes increase,
both wells will be used on vacuum in the Bough F Zone. Pumps
may be ;nstalled and injection continued into the Bough F,
if there are not many wells in the system and the volume of
the water is small.

If we are successful in getting a large number of
wells committed to the system, we intend to request permission
to dispose of water into the Devonian and will deepen the
Ainsworth State 8, W. D, No. 1 to the Devonian.

e} Now, Mr. Pulte, in this regaxd, is there ény parti-
cular importance to you to have the subject well approved as

a salt water disposal well so that it can be used in conjunction

with the Sunray well to the north?
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A Yes, this is our plan, to use both of these wells.
If, for instance, we don‘t have very many wells in the systenm,
we feel that we can handle a small volume of water for a
number of years disposing of water into these two wells in
the Bough F Zone, but we also recognize that if we have a
large volume and if, for instance, we had all the wells,
future wells in this system that we would probably need addi-
tional disposal capacity and to do this, we would have to go
to the Devonian.

Q But, as you see it now, using the Bough F formation
in these two wells here in Section 36, you should be able to i
handle the present volume of water?

A Yes.

0 Would you handle the present volume of water only g

with the Sunray well to the north?

e A The present volume, we probably could. Well, it's
doubtful if we could with the future volume before we finish
our development work,

- Q Is the water in the Vada-Penn increasing or decreas-
ing, volume of water, produced water?

A I think it's much too early to try to predict
- whether it is or isn't., It doesn't appear to be changing a
whole lot, There's éome wells that are decreasing, but it's

[SY

just simply too early to tell yet whether there is -- whether

o it will in the future.




Q Then, if I understand you, Mr., Pulte, you're saying
that you need both of these wells to work together as a salt
water disposal system to handle the present volume and the
reasonably anticipated future balance of water to be produced
from the vVada-Penn, is that correct?

A That's correct,

Q Have you made an analysis of the cost of the subjec£
well as a disposal well as against the cost of drilling a new
well, either to the Bough F or to the Devonian?

A Yes.

0 And, are the results of that analysis shown on
Exhikit 12?

A Yes,

0 Are there other savings to Midwest that have dictated
the submission of this application to the Commission?

A Yes, Exhibit 12 shows the value of the wells we
purchased as disposal wells, as compared to the cost of
drilling new wells for disposal. And, the purchase of two
wells cost nineteen thousand, eight hundred dollars. Salvage
value is estimated at eleven thousand, eight hgndred. The
cost, then, of the Bough F disposal wells is eight thousand

dollars. The cost to deepen the Ainsworth State S. W. D.

No. 1 to the Devonian iLs estimated at ninety thousand dollars,

The cost of the Devonian disposal well, then, would be
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ninety-eight thousand dollars. The cost to drill a well

to the Bough F at ninety-eight hundred is estimated at a
hundred and twenty thousand; and the cost to drill a disposal
well to the Devonian, that would be 12,700 feet, is estimated
at a hundred and ninety-five thousand dollars.

Q So, the savings to Midwest are apparent from the
comparison of these figures?

A ves,

0 Refer now, Mr. Pulte, to your Exhibit 13 which is
entitled, "Prquction History in the Vada-Penn Pool.” First,
I would ask you: why are we subnmitting a history production
in the Vada Pool in connection with this application?

A This pool, of course, is where the produced water
is coming from to be disposed of into the wells that we are
considering to the south, and the history, production history
shown is through September.

At that time, there wereseven wells producing.
The average production in September was aeleven hundred fifty-
two barrels of oil and eight: hundred and seven barrels of
water per day.

0 Now, Mr., Pulte, in looking at the cumulative here,
there's been a cumulative production of some hundred and
seventy~-three barrels of o0il and a hundred and seventy-six
thousand plus barrels of watex, correct?

A Corrxect.
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0] Is there anything else you want to point out parti-
cularly with respect to this exhibit?
A Nothing else.,
Q Do you have an analysis of the water from the

Vada-Pennsylvanian Pool that would be injected into the
subject well?

A Yes, I do. It's marked Exhibit 14.

Q All right, sir., Has this proposal been submitted
to the State Engineer's Cffice and have you received any

reply from that office?

A Yes, it was submitted and we did receive a letter
from the State Engineer's Office that is marked Exhibit 15,
Would you like that read?

Q No, it will stand. Mr. Pulte, going back to your
Exhibit 13 for just a moment, that is the production history
on the vVada-Penn, since June of this year, there has been a
consistent increase in water production, has there not?

A Because of the wells added to the area?

0 Yes. I don't mean on a pex well basis, but I mean
the total water production from the field has been increasing.

A Yes,

O All right, sir.

A We should bring this up, too., I think there are now

some twenty-five wells, I believe, drilling and completing




in this field in this general area.

MR, MORRIS: At this time, Mr. Examiner, we would
offer Applicant's Exhibits 7 through 15 into evidence.

MR, NUTTER: Applicant's Exhibits 7 through 15 will

be admitted into evidence,

(Whereupon, Applicant's Exhibits
Numbered 7 through 15, inclusive,
were admitted into evidence.)

MR, MORRIS: That's all the direct examination,

Mr . Examiner,

MR, NUTTER: Are there any questions of Mr. Pulte?

MR, MORRYS: I might say, by way of clarification
here, that Mr. Matson will testify with respect to geological
matters.,

MR. KELLAHIN: Geological.

MR, MORRIS: Yes.

CROSS EXAMINATION

BY MR, KELLAHIN:

o) Mr. Pulte, in connection with your testimony, you
said your present production of water was six hundred barrels
"per day and I believe you said at the conclusion of your testi-
mony that there are twenty~five wells drilling at the present

time. How many of those twenty-five wells are being drilled

by Midwest?

A At the present time, we have one woll completing,
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C No. 1, at the time this -- I have a list of wells showing
drilling or completing as of December 9th and Midwest C No. 1
was completed --

Q You have one additional well, then, to anticipate
water production from .and, hopefully, oil?

A In the area, we have another one,.also, to L No. 1,
yes.

0] That would be two wells. That would give you a
total of seven wells and, at the present time, the total
water production from the seven wells in eight hundred seven
barrels of watexr a day, is that correct?

A That's correct, through September.

Q Now, referring to your Exhibit Number 11, which
shows the injection pressure and injection rate on your
Skelly well, that shows that well will take approximately
three thousand barrels of water per day on vacuum, doesn't it?

A This was a test using a truckload of water and
pumped into the well at these various rates, at ten, fifteen
minute intervals on each rate. And, while this curve does
show those figures, we wouldn't expect the well to be able
to take these kind of rates continuously.

Q What is the purpose of the exhibit then?

A Just to show that the well is capable of taking

water at a reasonable rate.
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Q Well, what do you call a reasonable rate? You say
three thousand barrels a day is not the rate it will take.
What do you think it will take?

A At the moment, it will take that.

Q Then, are we to understand then that if you put it
under pressure, say, seventeen hundred pounds, for example,
you'd take approximately six thousand barrels per day?

A At the moment, yes, This -~

0 That would be ample to take care of your present
forseeable needs, wouldn't it? I'm talking about Midwest.

I'm not talking about the rest of the pools. Midwest forseeable
requirements,

A I thinks that's probably so, but like I say, I don't
think this would represent future injection rates and pressures
that, through experience, we know we can do this at the moment,
but without fail, we've alwaygAhad pressure increase,

(o) Forseeable future, would the well take eight hundred

seven barrels of water per day?

A It would for a reasonable period of time; I would
think a year,

0O Perhaps a good deal longer than a yeaxr?

A Well, I don't think there's any way to --

] You just don't know?

A I just don't know.
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0 Mow, the Skelly well.you are injecting the water
into, what you define the Bough F Zone, and I believe you
referred to that as the Cisco-Penn, Could you give me the
interval on that, again, please, sir. I believe you gave
it, but I didn't get it.

A That would be from ninety-eight thirty-four to
sixty-seven.

Q Is that the area that is perforated and opened for
injection, or is that just the Cisco-Penn Zone, or what is
the situation?

A That is the -~ is partly perforations in the casing
and partly open hole below the casing, all of which are in

the Bough F Zone or which was originally for the two in Cisco

Q And, you would assume that water is going into all

or part of that zone?

A Yes.

Q Now, could you give me the same interval, ploase,
on the Ainsworth State No, L as to the Bough I Zone?

A This is shown on the diagrammatic sketch as ninety-
seven eighty-four to ninety-eight ten.

¢ It is somewhat higher on the structurevthan the
Skelly well, is that correct?

A That is correct.
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0 The Exhibit Number 9, this is your proposed comple-
tion for injection purposes, as I understand you.

A That is correct,

Q And, you show a packer set at ninety-seven hundred
and fifty feet.

A Yas, sir.

Q Are you familiax, Mr. Pulte, with the present condi-
tion of that well?

A Yes, I believe I am.

0 Do you plan to rework the well or reenter it or what
do you propese to do in order to make this completion, set up
a packer at ninety-eight hundred feet?

A wWell, we plan to -- there's some junk in the hole
that needs to be cleaned out that we would go in there and
remove that,

Q Well, Sunray made a pretty valiant effort to get
that junk out of the'hole, didn't:they?

A ' We questioned Sunray pretty closely about this and
they -- and according to the man that one of our people talked
to, they did not make too strong an effort to get it. They
realized they could produce past it and went ahead and done
that.

Q They realized they could get past it, so they went

ahead and did it. In order to make this completion, you will
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have to get this junk out of the hole,

A In order to make this particular completion, we

would., However, it's possible to pump past it.
o] Pump past it through plastic coated tubing?
A Pump past the junk in hole.

Q I say, through a plastic coated tubing?

A Yes, sir.
Q And, set up a packer?
A Yes, sir.

MR, NUTTER: For clarification, what is in the hole,

please?
A As near as we can tell, it was a D. R. plug, and
we don't know from -- why that caused so much trouble, and

they don't, either. That something else might have droppad
in the hole, but they wore out several mills and did spend
sometime trying to get it out and decided not to fool with
it since they were able to produce past it. So, it isn't
plugging the casing.

MR, NUTTER: For further clarification, what is
a "D. R. plug"?

A That is a Baker Model D Packex. A b, R. plug is a

plug for that.

MR, NUTTER: It's a plug for that packer?

A Right.
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be drilled.

MR, NUTTER: And, that plug is on top of that? Ox
did it go through the packer?

A No, sir, it's up the hole somewhere at about
ninety-seven hundred feet., I'm unable to find it here.
Ninety-seven point --

MR. NUTTER: Okay, Mr, Kellahin.

Q (By Mr. Kellahin) On your Exhibit Number 12, in
giving the cost of the well, does that represent the purchase
price of the two wells, Mr. Pulte, that you paid Sunray?

A That's correct.

0 Angd thenyour estimate: on your drilling a Devonian
disposal well or a Bough F disposal well are just based on
your experience, is this true?

A That is correct.

Q And, that is for a single completion, a single well,
each one of those?

A ‘That is correct.

Q In connection with the purchase of leases, Mr. Pulte,
do you have anything to do with the evaluation of properties
that your company proposes to purchase?

A To a point.

0 pid you have anything to do with the decision of

your company in bidding on this particular lease when it was
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offered for sale by the State of New Mexico?
A No, ‘I did not.
Q You didn't.

MR, KELLAHIN: I believe that's all. Thank you,

Mr. Pulte.

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Pulte, when you mentionesd that there were
twenty wells drilling in the area, did you mean right in
the Vada-Pennsylvanian area here or in this overall area,
including the Lane, South Lane, Inbgé and all that?

A This is the general area, and I think most of these
are gensrally up in this area, through here (Indicating).

Q well, now, you got the drilling wells listed there
on that sheet, 1 presume.

A Yes, sir. This is the Bough C trend.

Q Well, now, wa're in the Township 9, 34, in the

‘Vada-Penn., How many wells are drilling in that Township?

A There's ten wells in 9, 34,
MR. MORRIS: I might be able to clarify this. It's
my understanding that this lease does go on down into the
Lane area,

A Apparently it does.

0] But, you have about ten wells rxright here in this
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Township?
A In that Township, 9, 34. I show seven in ten, thirty-
three, but it does go through the entire area. :
9] Well, now, Mr. Pulte, the Ainsworth Well was origi-

nally completed as a dual completion producing from the Bough
C and the Bough FF. You didn‘t have youvr cumulative productions

awhile ago when you were looking at it awhile ago, did you?

A No, we do have those and this will be presented by
the next witness.

Q I see, Now, going down here in Section 1, directly
south, the Sunray State 2-F and 1-F, what formation did they
produce from?

A Those were the only two other wells that were com-
pleted in the Lane field, and those three wells, the Sunray
State I No. 1, 2-F and the l1-F were the only ones that pro-

duced any oil from the Lane field and this, again, will be

presented by the next witness,

Q Well, he's evidently going to go into this product-

ivity?
A Yes.
Q Now, with respect to some questions that Mr. Kellahin

agsked you regarding your injection pressure, your acceptability

curve here, what would you consider to be a reasonable pressure?

This would be surface prassure, right?
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A Yes, sir.
Q What would vou consider to be a reasonable surface
pressure to gc up to for disposal purposes?
A We have limited ourselves to two thousand pounds
and, of course, it's whatever -- it's an increase in cost, ?

whatever pressure you have to go to. We think we will have
pressure that in checking some of the other disposal wells
in the Penn in New Mexico, most of them do have in the range

of a thousand and twenty-five hundred pounds pressure.

Q So, you wouldn't --

A So we do expect pressure in this zone, in the Bough
F Zone,

Q And, prior to spending the monéy to deepen this

well to the Devonian, you probably would inject those pres-
sures up and try to put water in under a rather high pressure?
A Depending on how much volume of water we have there,

i1f it's a minimum amount, if we feel like we can handle it in

this zone, then we'il do that.

Q Now, this is a curve for the old Skelly-Hobbs Well,
right?

A Yes, sir.

Q And, do you expect that this Ainsworth Well would

take watex at approximately the same rate?

A That ‘s what we are assuming,
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0 Because they are completed in the same zone, so it
would be completed in the same --
A Correact.
Q Now, your Ainsworth has seven inch casing, so it

could be deepened to the Devonian, I presume it would be
rathexr difficult to deepen the Skelly-Hobbs since it has only
five and a half,

A That is right., In fact, there are very, very few
wells that we are aware of in the entire area that can be
used for disposal purposes, The location of this well is also
important in that we have a situation that the vada-Penn area
is higher. The ground surface is -- ground surface is higher
and we can take gravity to this ground down here and, of
course, it is centrally located in the trend or what we think
is the trend,

Q Mr. Pulte, I noticed most of the dry holes on this
exhibit appear to have been Pennsylvanian tests., However,
~down:  in Section 3 of the Township -- I guess it would be
10, 34, there's an Ohio State L. A, No. 1 whiéh has a total
depth of twelve thousand three hundred eighty-~five feet. Is

that well by any possibility available for salt water disposal,

do you know?

A Oovexr —-

Q Over to your right there in Section 3.
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O Because they are completed in the same zone, so it
would be completea in the same --
A Correct,
Q Now, your Ainsworth has seven inch casing, so it

could be deepened tco the Devonian, 1 presume it would be
rather difficult to deepen the Skelly-Hobbs since it has only
five and a half.

A That is right., In fact, there are very, very few
wells that we are aware of in the entire area that can be
used for disposal purposes., The location of this well is also
important in that we have a situation that the Vada-Penn area
is higher. The ground surface is -- ground surface is higher
and we can take gravity to this ground down here and, of
course, it is centrally located in the trend or what we think
is the trend.

Q Mr. Pulte, I noticed most of the dry holes on this
exhibit appear to have been Pennsylvanian tests. However, ..
-down: in Section 3 of the Township -~ I guess it would be
10, 34, there's an Ohlo Statw L. A, Nu, 1 which has a tutal
depth of twelve thousand three hundred sighty-~five feet. Is

that well by any possibility available for salt water disposal,

do you know?

A Overxr --

Q Over to your right there in Section 3.
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A I don't know., I don't know whether that one is or
not. We have checked out quite a number of wells in the area,
and most cases, intermediate casiny had been pulled out of --
this wasn't intended as an exhibit, but in the immediate.area,
most of the wells have had the intermediate casing pulled, and
we didn't feel like any of them were worthwhile trying to go
back into. On that particular well, I just simply don't have
any information on it.

Q I would imagine -- would you agree that it probably
is a Devonian test? - .

A Yes.

Q Do you know of any other Devonian wells around here

on this exhibit?

A Yes, there is one in Section.lz and Section 11 in
nine, thirty-three.

Q Which ones would those be? That older well, is
that a Devonian test?

A Yes,

Q What is it's T. D.?

A Twelve thousand five hundred and twenty-eight.

Q And, the other would be this Coastal States Well,

what was it's T, D. ?

A Twelve thousand four hundred eighty,

Q Do you know the status of those wells?
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A The Coastal States well has had intexrmegiate pull.
The Polter Well does have intermediate still in the well, and
the long string was cut and pulled up at about seventy-nine
hundred feet.

Q So, it does have approximately --~

A It actually has two strings. And, it was cut to

three and a half and four and a half.

Q Then, it was cut at seventy-nine hundred?
A Yes, sir.
Q Mr. Pulte, could you ~- well, the other witness is

going to testify to that. That's right.
MR, NUTTER: I believe that's all. Thank you.
Any further question?
MR. KELLAHIN: May I ask one further, please?
MR, MORRIS: Yes, sir.

RECROSS EXAMINATION

i . BY MR, KELLAHIN:

¥ Mr. Pulte, would Lhié Ailnoworth Wall Mo, L i
Section 19, nine, thixty-four, be available to you, assuming
that the application in Case No. 3704 waere carried out?

A T beg your pardon?

o] That's C. B. Reed Ainsworth No, L, 19, up in the

—r vada Pool.

MR, MORRIS: Excuse me. Are you referring, Mr.

e

e ...
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Kellahin, to the application by Salt Watexr Disposal Company
- in the preceding case which hasn't been heard yet?
MR, KELLAHIN: Yes, that is correct.
MR. MORRIS: I see.
0 (By Mr. Kellahin) Would that be available to use
if it were approached to you?
A I might point out in that connection that there are
three companies considering disposal systems in the area.
Rice is studying the area for disposal system. Of course, as
you pointed out there that New Mexico Salt Water Disgsposal
Company is also considering a system and using that well in
question you just brought up, and Midwest is considering a
system here, Of course, we feel that we can do this as econo-
mical or more so than anyone else in the area using these
wells in particular here.
MR. NUTTER: Do you know what well Rice is Llooking
at?e
A They are just making a study of the area, and 1
really don't think that they have any particular well in ming.
They were asked to make & wstudy of the area by the operator.

MR, NUTTER: I see., Do you have anything further,

Mr. Kellahin?

MR. KELLAHIN: Nothing.

MR, MORRIS: I just have onea or two more questions.




REDIRECT EXAMINATION

BY MR, MORRIS:

0 Mr. Pulte, along these same lines, now, as I under -
stand you, Midwest has designed this system not only for it's
own wells, but as shown on the HExhibit 6, to serve the wells

of other persons in this area, is that correct?

A This is correct.

Q Now, have you had contact with any of these people?
For instance, have you Boon in contact writh Cabot, Caheaen
people?

A I have not been involved in this,

0 Has your company, to your knowledge?

A And, whatever contact has been made, I don't know
about it.

o) I see. Have you had anything to do with contacts

made hy Ralph Lowe?
A No.
Q All right.
MR. MORRIS: I think that's all I have.
MR. NUTTER: If there is no further questions, the
witness may be excused.
(witness excused.)

MR. MORRIS: Mr., Matson,

DON MATSON
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called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIS:

0 Mr. Matson, will you state your name, where you
reside, by whom you are employed, and in what capacity.

A My name is Don Matson, I reside in Midland, Texas.
I am employed by Midwest 0il Corporation as District Geologist
and District Exploration Manager.

Q Do your duties as District Geoiogist and District

Exploration Manager cover the data in the Lane areas of New

Mexico?
A Yes.
Q Have you previbusly testified before the Commission

or one of it's Examiners and had your qualifications established
and accepted?

A Yes, T have,

Q Would you refer, first, Mr. Matson, to what is
marked as Exhibit 16 and point out the many features of this
exhibit, please,

A Exhibit 16 was prepared to -- well, it sexves a

three-fold purpose, We have an insert showing my interpreta-

tion of the structural configuration of the Bough C formation,

which covers the [Lane and Vada and Mid-~Lane and South Lane
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areas, prepared simply just to show what wells are producing
from what formations and the current activity and also shows
a Midwest leasehold and, as well as the lease ownership, within
a two-mile radius of the subject well. |

Now, the color coding on the structure map, the blue
represents the Bough C, which is known or called the Wolfcamp
factor in the Lane Field. The red is the F Zone, which is
known as the Pennsylvanian factor in the Lane Field. The green
is the Strawn. The brown, Abo; the yellow is the San Andres.

Now, the log insert is a copy of the wide scale log
on the subject well showing the perforated interval and the
completion, initial completion on this well. “The other insert
is a one to one thousand scale structural interpretation of the
F Zone and here, agéin, also, the wells are coloxr coded as to
their completions, being the same as the Bough structural map.

Now, on this structural interpretation of the F Zone,
I show a closed anticline which, of course, as I say, is an
internretation made by me. The separation or the sineclinal
feature there to the west side of the anticline is supported
by a seismic information.

Now, in preparing this structural map of the F Zone,
it was determined that only three wells ever did produce from
the F Zone, and only two wells ever have produced sufficient

guantities of oil, so it was reasonable tc assume that there




is or was an ore-water contact established by Drillstem test
and production test somewhere around fifty-five, minus 800
fifty-five, twenty-five, and this is the reason for the
indicated ore-water contact on this plat.

0 Mr. Matson, will you now refer to Exhibit Number 17,

the cross-section exhibit, and point out the features of that

exhibit.
MR, KELLAHIN: Off the record.
(Whereupon, off-the-record dis-
cussion was had.)
A Exhibit 17 was prepared to show a log section

through the Lane, original Lane Field, both north and south
and east and west with a common intersection point being at
the subject well. The main purpose of a cross-section is
simply to show continuity of reservoir in the ¥ Zone. In
other wofds, we feel like there is continuity between the
Skeliy-Hobbs -~ Skelly No. 1-G Hobbs and the Sunray State No.
1-I and as well as with the other wells in the field. The
insert is identical to the other insert on the other exhibit,

L5

with the exceptiion of the ling of saction heing drawn on.

Now, also on this exhibit, we have an insert of the
cumulative production tigures for the Lane Pool from discovery
to denletion.

Q Will you point out the features of that approximate

data there with respect to the Section 36 well?
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A All right. 1In Section 36, there were two wells
completed as producers. The Sunray Mo. 1 State I and the VNo.
2 State I. The No. 1 State I, which is the subject well,
produced a total of three hundred and thirty-four thousand,
eight hundred and six barrels of cil from the F Zone, and
one hundred and one thousand eight hundred twenty barrels of
oil from the C Zone only. The Mo. 2 State X produced a total
of 79,362 barrels of oil from the C Zonc¢ only.

0 Now, is there any production at the present time,
Mr. Matson, from the F Zone in this pool?

A No.

0 Based upon your oil, the line of your oil-water
contact, have you determined the amount of productive acreage
within’the pool in Sections 36 and Section 1 to the South?

A Well, an assumption can be made and, of course,
avervone knows in interpreting structural configurations
that whether that will control, we have here -- It is ny
assumption, at least, that there were originally probably
sonmewherea near twe hundrad filty acres of reservoir above
an oil-water contact.

0 Now using that assumption, have you come to any
conclusions with respect to the status of depletion of the F
Zone in this pool and in the subject well?

A Yes, I think certain assumptions can bhe made.
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The field itself, speaking of the F Zone only, produced a
total of 487,450 barrels of oil, 351,514 barrels of water,
for a total production of 838,964 barrelé of fluid.

Now, I am trxying to put these figures to work in
trying to determine if there might be recoverable reserves
left in this reservoir. We calculated some -- or did some
work on reservoir calculations and have come up with a --
using a porosity of eight percent, a water saturation of
twenty-seven percent, net pay of sixteen feet, the reservoir
acres of two hundred fifty feet for that face value factor of
1.5, we have determined that the recovery of the criginal oil
in place ig forty percent. Now, in our opinion, this is a
reasonablé recovery factor to expect from the Bough formation.

MR. NUTTER: What did you say your estimated poro-
sity in water saturation was?

A The porosity of eight percent -—~ now, these are our
well calculations: eight percent on the porosity, twenty-
seven percent on the watar saturation, sixteen feet in net pay.

Q How does this forty percent compare with your
experience and your observations in other similar areas?

A This appears to be‘well in line.

Q Based on that, then, what conclusions do you draw

with respect to depletion of the reservoir available in this

area, completion of the Bough F resexvoir?
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A Well, from the production history of the subject
well, the decline curve strongly indicates that the well had
reached depletion at the time it was abandoned by the operator.
At that point, the last monthly gauge that we have, the well
produced slightly over one hundred barrels during the month
of June of o0il and around twelve hundred and fifty barrels of
water at the same time, which would average out something less
than, oh, maybe slightly more than three barrels of oil per
day and something like fifteen barrels of water per day.

Q Mr. Matson, in your opinion, would the injection of
. water into the Bough F zone through the subject well prevent
the recovery of oil otherwise recoverable?

A In my opinion, I believe that the F Zone has been
completed in this reservoir.

Q How much separation is there between the C Zone and

the P Zone?

A How many separations?
O Yes,
A Approximately one hundred and thirty feet from ths

top of the C Zone to the top of the F Zone.

Q Would injection of water into the F Zone have any

affect on the C Zone?

A I don't believe that there is vertical communication

hetween the two reservoirs,
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Q Mr. Matson, again, in your opinion, would the
injection of water into this zone, in this well, in connec-
tion with your proposal or your intention to also inject
water into the F Zone into the well to the north up here,
would this injection cause damage to any other wells in the
area??

A I believe not since there are no other wells in
that area prodﬁcing from the F Zone or no production has been
established from the F Zone, to my knowledge, or within an
area of several miles,

Q I asked you earlier if there was any production
from the F Zone in this pool. I believe you said there was
not. Have there been any attempts to establish production in
the F Zone in this area?

A Oh, vyes, duite a few.

Q Has there been any recent attempts to establish
production in the F Zone?

A Well, now, 1 might -- I want to rephrase your
question. There is a difference between attempts to establish
production from production testing as from Drillstem testing.
There's been any number of Drillstem testing run through the
F Zone. 1 would think we have run several ourselves in oux
well, We have not attempted any production tests because the

Drillstem test information indicated that there was no recover-
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able oil present. So, insofar as any actual production test
in the vexy near past, I know of none in the F Zone.

Q Are you familiar, Mr. Matson, with the efforts
that have been made by Midwest to interest other operators in
the vada-Pennsylvanian to disposing of their produced watex

through your proposed injection system?

A Yes, I am,
Q And, what operators have been contacted?
A Cabot, Cabeen and Ralph Lowe are operators in the

Vada Field or Pool have been contacted and they bhave expressed
an interest in this disposal system.
Q And, is it their wells as shown on Exhibit Number 6
that are connected, shown as being connected into this systam?
A Yes, I believe that is coxrect,
Q All right. Were Exhibits 16 and 17 prepared by
you or under your direction?
d by wmyseli, yes, sir.
MR, MORRIS: We offer Exhibit 16 and 17 into

evidence.

MR, NUTTER: Midland's Exhibit 16 and 17 will be

admitted into evidence.

(Whereupon, Applicant's Exhibits
16 and 17 were admitted into
evidence,)

MR, MORRIS: That's all on direct, Mrxr. Matson,
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MR, NUTTER: Let's take a fifteen minute recess,
{(Whereupon, recess was had.}
MR. NUTTER: The hearing will come to orxder,
please. Are there any questions of this witness? Mr, Kella-

hin?

CROSS EXAMINATION

BY MR, KELLAHIN:

0 Mr. Matson, as I understand, you said there were
three wells that had encountered or produced oil from the
Bough F Zone in this particular area. What other zones are

productive in the immediate vicinity of that same lease?

A Are currently producing?

Q Well, have ever produced,

A Have ever procduced.

Q I mean in the immediate vicinity.

A well, it will take an area of —~-

0 I say the lease on the offsetting,

A All right. The only other zones which have pro-
duced are the Bough C Zone and the Stsawn which was a gas
and distillate zone.

Q Is it still producing?

A No.

0 pid it produce very much?

A Yes, I have those figures. It produced sixty
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million, five hundred cight thousand cubic foet of gas, plus

two thousand throe hundred forty-five barrels of distillate.

e Over what puriod of time, approximately?
A I can't answeyry that becausce the book in which I

secured this information d4id not give a completion or plug-

in date.

0 Is that a well in the immediate south offset to

134

this lease?

A Yes.

'] What is the designation of the well, please?

A The 1-F Sunray.

Q Y-F?

A No; the Sunray No. 1, State F.

0 It's not presently producing?

A No.,

Q A number of the wells are still producing from the

Bough C in this area, are they not?

A To nmy knowledge, there's only one in the field,
the old Lane Pool itself is the recompletion by B. T. A,
and the éitius Service No., l1-A-Y lozated in the northwest of
the southeast of Section 1 of ten, thirty-three., We have
re~ontered and complated a well in the Bough C In the
northeast, noréheast of Section 11 of ten, thirty-three and

have since offset it to tha northwest of the Bough C comple-
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tion.

" These are the nearest producting wells to my
knowledge of the original Lane Pools.
) Now, on the Strawn, do you know whether that zone
was tested in the Ainsworth State No, 1?
A Are you referring to the Reed-Ainsworth?
9] No, I'm talking about the subject well.

s The subject well? The well was not drilled deep

Q The well was not drilled deep enough?

A No.

0 So, you don't know whether that was productive in
the Strawn or not and there is no way of knowing, is there?

A No, there is just no way of Xnowing.

6] Now, on your Exhibit 17, that is designed, I take
it, to show the continuity of the formation across the area
as to the oil of these Bough 2zones, is that correct?

A That's correct.

Q You consider that the Bough F Zonekis continuous
across this area?

A It appears to be, ves,

Q what's the permeability of that formation?

A I'm afraid I don't have that figure.

Q Well, you made a reserve calculation, did you not?

What do you use in connection with that?
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A Well, of course, the permeability is not a.: factor
of reservoir data.
0 That's true. That's your porosity, but you have to

take into consideration the ability to produce, too, do you
not, when you -- to arrive at your forty percent production?

You have no figure on permeability at all?

A I have none, myself, no, sir. I might add that the

calculations, reservoir calculations, which I seem to have

misplaced, were not made by myself, were made by Midwest Production

Department in Midland. Now, whether or not they have permea-

bility information, I'm not certain.
Q Now, on your last production, I believe you said
was in June and the well produced one hundred barrels of oil,

approximately. Was that an approximate figure or an exact

figure?
A That was an exact -- well, let's see,
MR, MUKKLS: What do you nged?
A The exact figure for the month of June was a

hundred seventeen barrels of oil, twelve hundred and fifty
barrels of water and a hundred and sixty-nine thousand cubic
feet of dgas,

o] Is that gas not marked? Is it in that area?

A I'm afraid I couldn't answer that one.

Q Do you know how long the well was produced during
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the month of Juna?
A This, I don't know. We're not able to secure daily
gauges on this one.
MR. KELLAHIN: That's all I have. Thank you.

CRCSS EXAMINATION

BY MR. NUTTER:

0 How about May's production, do yvou by any chance

>

have that?

A Yes, I have May's production, which was two hundred
fifty—-three barrels of o0il, nineteen hundred bharrels o
and three hundred sixty-four thousand cubic feet of gas.

Q So that might indicate that that June figure was
just for a portion of thce month, vossibiy?

A It's a little difficult to say, because in January,
they only produced thirty-nine barrels of o0il, six hundred
barrels of water and eighty-four thousand cibic feet of gas,
so monthly production figures can reflect a lot -- or may

h
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de 2 lot ol lulngs. 7The well may have been shut—in,yoh,
halfway through the month or perhaps produced every day.
This, T don't know.

Q Your figure under Exhibit Number 17, though, indicates
that in 1967, it produced fifteen hundred thirty-two barrels
of oil, right? Which would have been up through June.

A Fifteen hundred, that's correct.
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Q Forty-one hundred barrels of o0il in all of 19667

A This is correct.

0 That would be somethihq over ten barrels a day
average?

A Right.

0 Now, let's see, Mr. Matson. You mentioned that

the ¥ Zone had produced a total of 838,964 barrels of fluid.
Would you give me that breakdown of oil and water again,
please?

A Yas, 1f I can find it. My sheets seem to have been
misplaced.

¢] Find that sheet that has those reservoir

calculations on it.

MR. MORRIS: Is this what you're looking for?

A Well, no it isn't.

0 You have a piece of paper sticking out of that top
folder.

A Now, you wanted --

0 The breakdown of 0il and water.

A Of o0il and water in the F Zone? That's cumulative

that you wanted?
Q Yes.,

A The total cumulative production in the subject




well was 334,806 barrels of oil,

312,434 barrels of water,

and a total of 647,240 barrels of fluid.

“en Q Well, now, that's from the Ainsworth No. 1 Well,

for the I No. 1?

A R;ght.
- 0 Now, your total for the reservoir was 838,9647?
A Yes.
% A ) What was the breakdown on that figure?
§ A Okay. For the F Zone?
i Q Yes,
A The total cumulative production from the F Zone

was 487,450 barrels of oil, 351,514 barrels of water, a total

of 838,964 barrels of fluid.

Q Fine. Let's see if I have your reservoir factors

down Yight. You had a 1.5 reservoir volume factoxr?

A Correct,
< L Q You figured two hundred fifty acres of pay at sixteen
foot?
A Correct.

Q Of pay. You had eight

percent porosity?

A Yes.,
>7 0] And, twenty percent water saturation?
A Twenty-seven percent.
Q Twanty-seven percent. I had twenty-seven and I
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erased it. I might have misunderstood you. So, this ‘/hole
figures out to a forty percent recovery?

a Yes, sir.

0 Now, what do you think was the recovery mechanism

in this pool?i:

A I'm afraid I'm not gualified to answer that. I

would think an engineer probably should answer that question.,

MR, NUTTER: Mr. Pulte, have you made enough of a
study of this reservoir to have an idea of what the: drive
mechanism was here?

MR, PULTE: I think it's probably fluid expansion.

I don't think there's a direct water drive.

MR, NUTTER: Although dt 14 have a water-oil contact,
you don't think there was any active water drive?

MR, PULTE: I don't think so,

MR, NUTTER: So, if thexre was solution, gas or for a
fluid expansion mechanism, is a forty percent recovary factor
areasonable figure? Is ﬁhat a low figure or high figure
for that type?

MR, PULTE: It's high, but in the Bough, you do
have high recovery factors. In fact, it's pretty hard to -~
the original calculations, as I remember, when we had first

started in here trying to use something on the order of

twenty percent below recovery factor, it just didn't simply

: |




work out., It was necessary to go on something of the order

OF thirty-five percent for Oil production,

MR. NUTTER: But, assuming that forty percent

WOrks out, as the recovery has turned out to be for thisg
amount of acreage, You would have a rather good recovery

then at forty percent?
MR, PULTE: Yes, sir,
Q {(By Mr. Nutter)

: Mr. Matson, I think Mr, Kellahin

asked Mr. Rowan and he also asked Mr.

Pulte if either of them

had had anything to do with the calculated value of the lease

when you magde your decision to bid on the lease. Dig yYou have

anything to do with that?

A Yes, I probably am directly responsible for us

bidding on the lease itself. 1 Tecommended to management that
we do bid on the lease., The figure or the price that we big

was determined by my company's management, rather than by

f myself, But, in determfning a price, we selected a per acre

We were not that certain that there was not perhaps

some recoverable oil left in this area from the ¢ Zone,., No
consideration was given whatsoever to the F Zone,

. Q

What was your company'g bid for the --

A

Our bid was roughly twenty thousand dollars or
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thirty-seven dollars an acre, approximate figure. We were
third in the actual bidding. There was a bid at forty thous-
and dollars which was the second highest, and B.T. A. won at

fifty thousana dollars,

Q So, your bid -- they paid fifty-thousand dollars

forthe lease?

A Approximately that.
0] And, you bid approximately twenty thousand?
A Approximately twenty thousand, yes, sir.

MR, NUTTER: I believe that's all. Does anyone

have any further questions?

RECROSS EXAMINATION

BY MR, KELLAHIN:

') In response to Mr. Nutter's question, did you give
any consideration to the Strawn or any other zone?
1\5 NO .

Q Nothing but the C Zone?

A Strictly the C Zone. If I might add, in working
with the C Zone, this trend that runs through this part of
the coantry; we have learned that the C Zone is a very erratic
reservoir, hard to predict, and we've sean sevéfal occaslions
where dry holes or what was thought to be dry holes were

drilled and later completed as producing wells., We felt like

there was perhaps some value there, We didn't know how much.
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We picked a figure that was in line with the general trend,
purchase price of what we know it Qas, thirty to forty déllars.
MR, NUTTER: Are there any other questions of the
witness? You may be excused.
(Witness excused.)
MR, NUTTER: Do you have anything further to
offer, Mr. Morris?
MR. MORRIS: No, I'll have a statement at the end
:~‘ of the case, no other evidence.
MR, NUTTER: Mr. Kellahin, would you call your
witness, please.
MR, KELLAHIN: Yes, sir.
(Whereupon, Protestant's Exhibits
A, B, C, and D were marked for

identification.)

R. L. HALVORSEN

called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, KELLAHIN:

0 Would you state your name, please.

A R. L. Hélvorsen.

Q By whom are you employed and what position?

A B. T. A, Oil Producers, Chief BEngineer.

0O Have you testified befoxe the Oil Conservation



76

Commission and made your qualifications as a Petroleum

Engineer of record?

A Yes, I have.

MR, KELLAHIN: Are the witness's qualifications
acceptable?
MR. NUTTER: Yes, they are.

Q Mr. Halvorsen, have you made a study of the appli-
cation in Case No, 3705 presently before the Commission?

a Yes, sir, I have.

Q In connection with that, have you made a study --
did vyou have anything to do with the purchase of the lease
underlying this particular area by B. T. A. 0il Producers?

A Yes, sir, I was instrumental in it's purchase.

o] Referring to what has been marked as Exhibit Number
A, would you identify that exhibit, please?

A Exhibit A is a portion of the well log for Sunray
State I Well No. L situated on the south half of Section 36,
9 South, 33 East. .

Q What information ha.s been marked on that log?

A The Lane-Wolfcamp perforations have been shown,
ninety-six forty-seven to ninety-six sixty.

Q Are those perforations what have been referred to
here and designated as the Bough C %one in this area?

A That is commonly known as the Bough C Horizon in




this area.

Q We are talking about the same identical area?

A Yes, sir.

O What else is shown on hereg?

A Also shown is the Lane-Pennsylvanian perforations

from 9802ito'9810. The I.ane-Wolfcamp pay has' been:squeezéd off
and the Penn pay was last produced in June.

Q Now, this Lane-Penn pay, is that the same zone that
has been referred to in this hearing as the: Bough F :Zone?

A Yes, it is.

Q Have you examined the Applicant's Exhibit Number 17,
cross-section showing the logs of this particular well?

A Yes, I have,

Q Are you in agreement with their pick on that exhibit

as compared to the area you've shown on Exhibit Number A?

A Yes, I am,

0 And, you are in agreement as to the zones involved
in this case?

A Yeé, sir.

0 Now, referring to what has been marked as Exhibit
B, would you please identify that exhibit?

A In going back to Exhibit A, I also show on there,

the proposed perforations for water disposal in accordance

with Midwest's application.
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0O That's as shown by the advertising in this case?
A That's correct.
0 Now, referring to what has been marked as Exhibit
B, would you identify that exhibit, please?
A Exhikit B is a monthly ~- tabulation of the monthly

oil and water production from the subject well from inception
in October, 1956 through June of 1967 showing that the well
has produced an accumulated oil volume of 352,434 barrels.

Q Now, what zone was this o0il produced from?

A This o0il was produced from the Lane-Pennsylvanian
pay, the Bough F Zone.

0 and, this doesn't give any consideration to any
production considered to come from the Bough C Zone?

A No, sir, it does not.

Q Are yQu familiar with the condition of this well,
the condition it was in at the time production ceased?

A I have examined Sunray's records as to the condition
of the well at the time they ceased to produce it,

Q Do you agree that there was junk in the hole at
the time as was testified to by a previous witness?

A Yes, sir, I do.

Q In your opinion, would that have anything to do
with the productive history of this well?

A It could.
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0 In what way?

A It could have restricted production from the Bough
F zZone by accumulation of scale or debris ovey a period of
years . This could account for the declining production.

Q How was the well being produced, My . Halvorsen?

A Well, it was being produced, utilizing a conventional
peam pumping unit, a sucker rod operated downhole pump capable

of producing between a hundred fifteen to two hundred parrels

a day of fluid.

0 That would be total fluid. including water and oil?
A That is correct.
Q Is that a gatisfactory means of producing a well

that makes as much water as the record indicates that this
well makes?

A Wwell, the recoxrds, I might say, are rather skimpy
as to what this well can make at this time. The production
shown here, the monthly production for the past three years

is far below the capacity of that pumping aquipment. However,

this is not, in my opinion, characteristic of a Bough-type
resexrvoir.
Q Let's assune for a moment, Mr. Halvorsen, that the

well is capable of making, Sa&Y. two hundred fifty~three parrels

of oil as it did in the month of May with nineteen hundred

Have you had experience with the production

parrels of water.
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of other wells in this area?

A Other wells in the area completed in other Bough
zones, not in th2 Bough F.

0 Oon the basisof your experience, is a well capabl=
of producing two pundred fifty-three parrels a month under

these circumstances, capable of produéing in commercial

quantities?

A I would say that a commercial well should produce
about three hundred parrels a day at this depth. This well
did average in excess of three hundred barrels a day in 1966.
puring 1967, certain months, it did produce in excess of
three hundred barrels a day. In other months, it produced
considerably less than that, and it's questionable whether

the reason for the short production is mechanical or reservoir.,

0 Do you knéw of any reason that it was abandoned by
sunray?

A 1 do not know the reason.

0 You do not know the reason.

A Other than they get tired of operating it.

0 well, looking at Exhibit Number A, as a whole, does
this indicate that this well -- ox d0 you have any opinion
as to whether this well is capable of commercial production

at the prosent time?

By Exhibit A?
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Q B.

A Exhibit B?

0 Yes, sir, Exhibit B.

A Well, it's our opinion that this zone cculd produce
in commercial quantities from it's existing perforations pro-
vided appropriate equipment is installed in the well. Possibly
some minor remedial operation.. to remove the junk and c¢lean up

the hole,

0 Now, what would you propose as a way of recompleting
this well to get it undexr production?

A Well, B, T. A. would remove the existing artificial
Lift equipment and remove the junk from ths hole which we
understand to consist of a portion of tubing and a portion ofa
Model D Packer, to remove this from the hole and determine
what type of fluid entry we have, possibly stimulate the well
i1f fluid entry raténis -inadequate.

When we are satisfied with the rate of fluid entry,
then we would ingtall appropriate equipment. Generally, 'in
this areca, from the Bough formations, we are capable of pro-
ducing large volumes of fluid. To do this, we normally use
Kobe hydraulic pumping equipment,

¢ Are there other zones in this area that you feel

are productive?

A We feael that the Bough C Hoxizon would ba productive



here, also.

0 Do you agree with the witness that the injection of
water into the Bough F Zone would have no adverseaffect on the
Bough C?

A I don't believe it would have any adverse affect on
the Bough C.

0 In cohnection with the purchase of this lease, as
I understand your testimony, it was your recommendation that
your company buy this lease. Did you give consideration to
the Bough F Zone‘in reaching that conclusion?

A We gave some consideration to the Bough F. Actually,
we consider all Pennsylvanian Horizons as potential pay zones
until we prove otherwise,

0 Now, in your opinion, would the injection of watex
into the Bough F Zone adversely affect the minerals in place
in that zone, or do you feel that there are minerals in place
in that zone?

A Yes, we feel that there are recoverable ~- areas pf:
recoverable o0il and gas in commercial quantities remaining in
the Bough F Zone. If water were injected into the subject
well, it would be necessary for us to drill a well in the
immediate area to determine the value of the Bough F.

In that instance, why, watexr injected into this

well bore would certainly channel to an injection well and
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aliminate our possibility of evaluating the Bough F zZohé.

8] Would that result in recoverable oil remaining
in the reservoir that could have otherwise been recovered?

A We think so.

0O Now, referring to what has been marked as Exhibit
Number C, would you identify that exhibit, please?

A - Exhibit C is a tabulation of monithly production,
0oil and water, from the Humble State A‘and Well No. 1 situa-
ted in Section 11, Township 10, 33.

0 What's the purpose of this exhibit, Mr. Halvorsen?

A This exhibit shows what can be done to an abandoned
-~ presumably a dry hole or an abandoned producer, This well
was produced :and put to depletion Ly Humble 0Oil and Refining
Company, and the last month's production was two hundred
forty-seven barrels a day -~ I meadn, two hundred forty-seven
barrels of oil. And then this was abandoned in 1960. In
1967, Midwest reentered this well. They had to sidetrack
the hole, but they compleced in, essentially, the same interval
and are now producing the well in excess of two hundred barrels
of oil a day.

Q This is not the same zone we're talking about in

the Ainsworth State No, 1, iz it?

A No, it is not. We consider it the same zone as

the Bough C.
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0O Are those two zones comparable from a geological engin-
reéring point of view?
A We think so. We think all the Bough zones are
similar in productivity.
0] In Exhibit D, would you identify that exhibit,
please?
A Exhibit D is a tabulation, a graph of the presenta-

tion of the production history showing the period that Humble
produced the well and the resultant production from Midwest
reentry.

Q Now, as I understand, B, T. A, is the owner of the
.inerals in an area consisting of the south half, the northeast
guartexr, the west half of the northwest quarter of Section 36

in Township 9 South, Range 33 Last, is that correct?

A That is correct.

Q Five hundred and sixty acres?

A Five hundred and sixty acres.

0 When did you purchase that lease?

A October 17th, 1967.

o] What is the interest of Minerxals Incorporated in
this area?

A Minerals Incorporated owns the oil and gas rights
to the north half of Saction 1, immediately south, offsetting

Section 36, This is a Scction L in Township 10, 33,
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0 Mow, has Minarals, Incorporated given yvou a Farmout?
A Yes, they have.
Q Have they given you any indication that if you

don't perform, what the results will be?
A If we don't comply with the terms of the Farmout
Agreement within a certain specified time, why, the lease

reverts to Minerals, Inc.

Q What does that rrarmout Agreement include as to the

Bough F Zone?

A We have rights to all of the Pennsylvanian Horizons
to produce.

0 Does the Farmout Agregment require you to make any
erfort to produce the Pough I' Zone?

A Yes, we must either drill or re-enter a well in the

northwest quarter of Section 1.

0 To test the Bough ¥, is this to test --
- A Whatever we think will produce.
Q Whatever you think will produce. Now, in connection

with the direct testimony of the Applicant, there was evidence
given that water has been injected and will be injected in a
well to the north-dcsiqnated as the Skelly Well. You heard
that testimony, did you not?

A That is correct.

O tthat affect will that have on the Bough ™ Zone on

your leasc?

_—-___.ﬁ—




A WMell, this is difficult to say. Mr. Matson established

or attempted to establish a continuity of the zope from the
Hobbs well, the Skelly-llobbs, through the subijcct well,
south through the Minerals, Inc. lease. If this continuity
exists, injection of water into the Skelly-Hobbs Well will
essentially establish a water f£lood, driving all of them
waters to the highest portion of the field, which is the old
Suanray State I No. 1.

0] In other words, the injection of water in the old
Skelly Well would bhe beneficial to your oreration in the event
you were able to re—-enter that well and start producing?

A It would be ideal.

Q In your oninion.

Yes, sir.

Do you héve anything further to add, Mr. ilalvorsen?

I don't believe so.

In the event you are able to re-enter this well and
start nroducing it, yon wonld anticivate encountering larcge
volumes of water, would you not?

A In all likelihood, we would.

Q What would you do in connection with the disposal
of that water?

A Wall, this is a problem facing every one of us there,

At the present time, we arc evaluating the potential for dis-




posing of water into the barren Pennsylvanian llorizons in

Section 33, 9, 34. We drilled a test to the Bough C and the
Bough C was shaled out, non-productive, and we have casing
set in the well and we are in the process of testing other
horizons for oil and gas production.

If we fail to e@stablish oil and gas production, we
will then attempt to inject water into it or create a disposal
well of this well.

Q Are there any other alternatives?

A There are several. There are commercial water
disposal companies in the area. There's a dry hole in the ,
southwest quarter of Section 31, 9, 34, and is called the
Simmons Federal. It was drilled to a total depth of ninety-seven,
seventy~-five., This well, according to our information,.still |
has the intermediate string intact and was plugged and abandoned
without any junk in the hole. It could easily be deepened or ﬂ
possibly could easily be deepened to a water disposal horizon,
possibly the Devonian. I don't want to infer that we intend

to do that with that well. We have acquired the lease on that

80 acres, by the way, and it's a question as to whether or not
we would prefer to establish oil production from the Bough C
or to contribute it to a water disposal system.

This, we'll have to determine in the immediate

future, but there are other options in the area other
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than the use of our Sunray State I No. 1.

O To sum up your testinony, Mr. Halvorsen, why do you
object to the use of the Sunray State No. 1 for salt water
disposal at this time?

A Disposal of water into the interval proposed by
the Applicant would preclude recovery of additional oil and
gas from this hoxizon in this ar;a, in our opinion. And, we
feel that some effort should be made to determine whether or
not this is a completely depleted reservoir or if it is
commercially productive before any water is permitted to be

disposed into the oil well zone,

0 And, you are willing to spend your company's money

to find that out, are you?

A We intended to when we bought the lease,

0 Were Exhibits A, B, C, and D prepared by you or

’

under your supervision?
Y Yas, they were,
MR. KELLAHIN: AL thic time, T would like to offer

into evidence, Exhibits A, B, C, and D,

MR. NUPTPER: B, T, A.'s Exhibits A, B, C, and D

will be admitted into evidence.

(Whereupon, Protestant's Exhibits
marked A, B, C, and D were admitted
into evidence,)

MR. KELLAHIN: That's all I have on direct examina-




MR. NUTTER: Any questions of this witness, Mr,.

Morris?
MR. MORRIS: Yes.

CROSS EXAMINATION

BY MR, MORRIS:

0 Mr. Halvorsen, I think your testimony on direct
examination was, in your opinion, it was questionable whether
there was still commercial production in the Bough F, in the
subject well, or whether the production there was depleted,
is that correct?

A That's correct,

Q I believe you said further that, in your opinion,
there might be commercial production there, is that correct?_

A That's correct.

Q Can you say, Mr. Halvorsen, that it is your opinion
that there is commercial production still available in the

Bough F Zone in this well?

A Yes, I do.

Q You consider that as your flat opinion?

A That's right,

Q Well, now, Mr. Halvorsen, in ordex to state that

as a flat opinion, that there is commercial production avail-

able in this well, you are assuming, are you not, that B. T. A,
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would hrave the right to go back into this well and recomplete

it? That's an assumntion you are making, isn't it?

A No, I woulcd say that to establish commercial produc-
tion, a hole adjacent to this hole could establish commercial
production. I use¢ the term "commercial production" as being
the amount of production necessary to meet all operating
axpenses and show a profit.

Certainly, a well that's immediately adjacent to
this well would produce just as much as a well -- as tnis hole
itself, or should. Let's put it that way.

0 All right. Let's talk about a well imnmediately
adjacent to the subject well. Mr. Pulte, I believe, showed
through his Exhihit Number 12 that the cost of drilling a
sagparate well to the Bough F Zone would cost approximately a

hundred and twenty thousand dollars. Do you have any dispute

with that figure?

A No, I imagine it would cost a little morg¢ than
that, Ha's epoeaking of a disposal woll,
0 Yes. Could B. T. A, afford to drill a well to the

Bough F Zone in view of the extent of the production that has
been experienced alircvady from that zone?

A Well, we'd prefer nob to. When we purchased the
lease, we purchasaed with the assunption that we would be

permitted to test thess various zones in the well bore itself.
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Yow, vou're getting back ko the point, you've
questioned whoether it's connwrclally nossible for us to drill

anotner well te the ¥ Zone,

0 Well, what I'm saving, Mr. Halvorsen, economics is
a factor in determining whether there is recoverable oil still
in place in the rescrvoir, am I correct?

A True.
MR, KELLANIN: If the Ixaminer, pnlease, I think

[

we 're getting right back to this ¢guestion about who owns the

well bore here, and the witness has defined commarcial produc-

tion with the proner definition that is sustained by the law,

production which will sustain the opegrating cost of recoverable

if you're going to get into the question of talking
\

oil. Now,
about a payout on the new well, it has no bearing on the
gquestion herae unless this Commission is prepared to resolve
the quastion as to who owns the well., I don't think it is.
MR, MORRIS: In responssa, I have no objection

to Mr. Halvorsen's definition of commercial production, but
this does come back, as Mr. Kellahin says, io the basic
issue in this case of ownership and under the authority that

we previously have cited here, we believe that we have made a

good faith showing of ownership of this well. And what I'm
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trying to demonstrate by this line of cross examination is
tnat Mr. Halvorsen's opinions are based on a contrary assunp-
tion; to wit: that B. T. A. has the right to this well and
the ownership of this well. And this is, in our view, an
unwarranted assumption that he is making in this case.

MR. ¥ELLAHIN: I think Mr. Morris is ﬁaking an
erronegous application of the case he cited. The purpose of
showing prima facie or good faith ownership is merely to give
you standing to appear before this Commission tc seek the
vrevention of waste and the protection of correlative fighfs,
which is the only jurisdiction this Commission can exercise
under our Supreme Court decision and certainly, it has no
bearing on whether you are going to drill or not drill a well.

A If I may, B. T. A. actually considers that this
lease is drillable, primarily for the Bough C Reserves. It
has been established by a previéus witness that this'field
has recovered something like forty percent of oil in place or
calculated oil in place.

Well, assuming that we do drill to the Bough C,
there's very little additional cost to go the Bough F. If,
in truth, this is a continuous reservoir and water being
injected to the north is sweeping all down to this location,
we will stand to gain another four hundred thousand barrels

from this particular location through secondary recovery
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which we would be denied if water is injected into this
location. I agree this is a possibility, a potential, but
this oil business is based on potential, in our opinion.

6] You can't say that that is a probability,
can you Mr., Halvorsen?

A I say it's a good possibility.

Q I believe you said in evaluating this lease, when
you decided to bid on it,-that you were looking primarily
at the Bough C production, is that correct?

A That's correct.

Q And you agree that injection of water into the
Bough I should have no adverse affect upon the Bough C Zone,
is that correckt?

A At the Hobbs location?

Q Yes, sir.

A Oh, excuse me. Injection into the Bough F would

have no affect on the Bough C.

0 Yes, sir.
A I aaree with that.
Q Under your Farmout from Minerals, Inc., are you

required to test the Bough I’ Zone?
A We're not required to, no.

0 At the time that you purchased your present oil
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and gas leasc, were you aware of the previous Commission Order
that had been entered into with respect te the 1-G Well to

the north?

A This is the Skelly-liobbs Well, right?
0 Yes.
A We were aware that it was being used as a water

injection well.

QO Were you also aware, Mr. Halvorsen, that that well
and the business lease that had been issued -- previously
been issued by the State of New Mexico for salt water disposal
purposes with respect to that well?

A No, I was not. I didn't have no knowledge of the

negotiations to establish a watér injection well, under oath.

Q I'm still talking about the 1-G Well.
A That's right.
Q Now, I believe the previous testimony in this casc

was that the salt water disposal lease between Midwest and
Mr. Ainsworth was negotiated in; or was dated September 11,
1967 and was recorded September 25th, 1967. You had actual
knowledge, did you not, of that salt water disposal lease
prior to the time that you purchased your oil and gas lease?

A I had no knowledge that thes deal had been consummated
and I kne¢w that negotiations were in process for establishing

this well as a salt water disposal well. In what horizons, we
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had no idea.

0 Now, Mr. Halvorsen, didn‘t you have a conversation
with Mr. Bill Baker of Midwest Oil the date prior to the oil
and gas lease sale?

A I did.

‘O And, weren't you made aware through your conversa-
tion that Midwest had acquired a salt water disposal lease and
Mr. Ainsworth intended to use this well for salt water disposal
purposes?

A No, I'm not aware that that came up in the conversa-
tion. I recall that the conversation dwelt on unnamed water
disposal wells that they had purchased, that Midwest hagd pur-
chased. He did not specify thas well as Leing purc

In fact, he had acquired the otﬁer well up north
there, This was the well I had assumed they had acquired.

Q Did you make any check of the records or did your
company make any check of the records of Lea County to detexr-
rine the existence of outstanding interests with respect to

Saction 36 on which you intended to bid for this lease?

A Not until we had made our bid and were clearing
title,
0 And, at that time, you discovered this salt water

disposal lease?

A At this time, it was brought to our attention,

0 All right., I have just one more question, Mr,




Halvorsen. Do you have any ides at all where the water has
gone that has been injucted into the Skelly State G No., 17

A Certainly de not.

Q Wall, now, you ventured in at least a suggestion
here that that might have some benoficial affect on this
well, have you not?

A That's quite true, and this is based on Mr. Matson's
intecpretation of the field and that this water has in truth
been injected below the oil-water contact. I don’'t know

whath

1Y
(sl
i

L A

¢ oy nobt cncugh wabter lias been injected to repiace with-
drawals, enouygh to give any response at this time or even if
it will in the immediate future. This is a possibility, that's
all.

0 It's also possible, Mr. Halvorsen, that the water --
I forget, something over a million barrels of water, that was
injected into the 1-G may alteady have channeled through to
the subject well in the Bough F Zone, isn't that also a
possibility?

A It's a possibility, but not likely, due to the
volumes that areg being handled. The volume of the water
being handled are relatively constant and have been
throughout the life of this lease.

4] Are you aware whether there's been any recent injec-
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tion into the State 1-G?
A Only conversations with Midwest personnel, who said
they had tested the well.
Q Actually, are you aware that no water has been

injected into this well for the last year or eighteen months?
A No, I'm not aware when it was discontinued.
MR, MORRIS: That's all I have,

CROSS EXAMINATION

BY MR, NUTTER:

0 Mr. Halvorsen, when you were making your statement
there as to what you considered as commercial production. vou

stated three hundred barrels a day. You mean three hundred

barrels per month?

A Yes., Excuse me. I meant three hundred barrels per

month, would be ten to twelve barrels a day, would be commer-

cial.

o] If you had Lhe well already drilted and on produc-
tion, you could keep it -up to that?

n That is correct.

Q But, you couldn't drill a well and keep it up to

A No, you certainly couldn't.

Q Hasn't B. 7. A. been engaged in a program of

reentering some of these older wells and recompleting them?




yyyyy

e

Fey Yes, we have. W& re-entered the Cities Service No.
1-A-Y situated in the southeast guarter of Section 1. That
well currently produces about forty barrels a 'day of oil.,

‘Q Had it been abandoned by Cities Service?

A Yes, it had. Here, again, this.is in the Bough C
Formation, similar to the Midwest re-entry.

Q Have you made any other recompletions, yet?

A In this area, no. We made a similar recompletion
in the¢ Flving M Field where we established top allowable
production by re-entering.

Q Now, where is this Minerals, Inc., lease that
you got the Farmout on?

a It's the north half of Section 1.

0 In other words, that old Sunray 1-F and 2-<F would be

your wells?

A That's correct.

0 And you propose to re-enter them and try to complete
them?

A Yes. Number 2-F is re-enterablse and No. 1F 1is a

nretty skinny deal. There's a lot of junk in that hole. 1It's
questionable whether or not we would attempt to re-enter that
well.  That well, by the way, did penetrate the Devonian.

0 And 2-B there in Scction 1, is that a drilling well?

A That's a dry hole. We drilled that and the Bough C
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and the Pennsylvanian Zones,.
Q0 We may be looking at -- We're looking at two
different maps.
A This is in Section 1. That's correct.
o) Let's look at their map. This is the Midwest map.

This well is indicated here as being in Section 2.

A That is correct. That's a dry hole.

Q That has been completed as a dry hole?

A That's right¢. The Bough C and the underlying Penn-
sylvanian Zones were d;nse. They yvielded nothing.

) How abont on Section 6 there where they have shown
four locations?

A This is a'completion. We're in the process of com-
pleting this well. These two are drilling.

Q But the 1-A and 1-C have been completed as pro-
ducing wells?

A This ong is in Lﬂc provess of boing completed,
Drillstem test indicates it will be a -~

MR. KELLAHIN: For the record, which one arc you

pointing to, Mr. Halvorsen?

A 1-C. Actually, that should bhe 4-C.
Q And what about up here in Section 30, Mr. Halvorsen?
A This well has been completed and is in the process

of being potential.

MR, KELLANIN: Would you give the nunber, the desig-
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nation of the well.

A This is the B. T. A. They call it Max here. It's
our 677 Limited Max.

0 That's in Unit P of Section 307

A Righg, and the Number 2 Well 1is in the process of
drilling.

Q And that's in Unit M of Section 30. But, so far,

the only well that you have re-entered in this area and success-

fully recompleted was the Cities Service 1-A-¥?

L That is correct.

0 And you made about forty barrels a day out of it?
A That is correct.

O Now, Mr. Halvorsen, I notice here on your Exhibit

Number B, when w¢ look at this water production for this I
Well No. 1 in 1965, it appeared to have made from two thousand,
three barrels of water per month with the exception of
November, and it shows thirty thousand barrels for that month
and, also, in March of 1966, we had that same anomaly. Could

you explain that, please?

A The only exwlanation I would offer would be a clerical
€rrYor.

9] I see.

A Using a factor and applying a decimal place in the

wrong place.

Q These were fiqures that you copied from statistical

e
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raports?
A These are out of the lew Mexico Statistical Reports,
ves.
0 And during 1967 and a few months prior to abandon-

ment of the well, it was making approximately fifty to sixty
barrels of water and maybe cight to ten barrels of oil per day

as evidenced from these production reports, |

A What period was that? ,
0 In the carly months of 1967, prior to its abandon-
ment.
A That's correct. However, this has had one very bad
¢y tc three hundred

month in it and so that the averaye is close
barraels a month.
0 I don't think you could include January in the
average there, There's obviously something wrong there. Do
you concur, Mr. Halvorsen, with the interpretation of the
water-oil contact that was shown on the Midwest plat?
A I have not made a detailed study of it, but based
on my limited knowledge, I would say it was essentially correct.
Q And do you think that the Skelly State Well or
Skelly-~-liobbs Well, the Order which Midwest introduecd here,

which is one of the Commission's vrevious Orders, requires

that the injection be below the oil-water contact? Do you

believe the injection into that well has been and was below?

e .
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A I believe it has, yes., Actually, I know of no
test, adequate tests, to préve that it was, but it would
appear that it is below, rather than the reports of Mr. Pulte.
I'm not aware of that information,

Q Thank you.

MR, NUTTER: Are there any other questions of the
witness?
MR. KELLAHIN: Yes.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

0 Mr. Halvorsen, in connection with the question

of channeling, does Exhibit B in production history of the
subject well show any evidence of channeling of watexr on
account of the injection of water into the Skelly Well?

MR. NUTTER: I believe injection was started in
1958, wasn't it? One of your exhibits shows that, Dick.

MR, MORRIS: Yes, and our information shows it
was terminated in May of '66.

MR. NUTTER: So, we had water disposal from '58 to
'667?

MR. MORRIS: Yes, February of '59, I'm informed it
would be, more accurate as to the start of it.

MR, NUTTER: Well, this other well started making

water in May of '59,
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A According to these reports,‘it's difficult to say,
but the relatively constant volume of water produced would
indicate that it was not a se¢vere channeling job.

6] (By Mr. Kellahin) You would normally expect to
produce water in that zone, would you not?

A Generally, the Bough Formation produce some water.

MR. NUTTER: Well, don't they generally produce

water from the initial production month?
A Many of them do.

MR. NUTTER: Then this apparently produced water-

free all through '56, '57 and '58?

A We have this situation here where you do have some
structural relief. It's quite often that the high wells pro-
duce waterfree until the bottom hole pressure is gone down,
allowing the transition =zone to move into the vicinity of the
well bore. This has occurred, is now occurring over in the
Jenkins-Cisco Field, several miles east of this. That has
been producing relatively waterfree and now, the edge wells
have started producing water and some of the higher wells are
now producing water. So it's not uncommon for a Bough field
that has some relief to it to produce watorfrac initially
and then eventually go to higher water cuts.

This is the reason that the Lane IField itself was

abandoned, we think, prematurely. Because, at the time of




abandonment, the water cuts were increasing and the operators
were unable to cope with the water and so they abandoned
production and until! the time it started producing this water,
why, the production was relatively waterfree. We feel it
is just a stage of depletion when this water comes in.

MR. NUTTER: Do you have anything further,
Mr. Kellahin?

MR. KELLAHIN: That's all I have.

MR. NUTTER: Are there any other questions of
Mr. Halvorsen? You may be excused.

(Witness excused).

MR. NUTTER: Do you have anything further,

Mr. Kellahin?

MR. KELLAHIN: That's all I have, except the

statenent.

MR. NUTTER: Would you proceed with your statement,

please?
MR. XELLAHIN: Yes, sir. If the Examiner please,
we do have a difficult situation presented to the Commission

at this time in that we have a company holding assignments and

rights-of-way from the surface owner for the purpose of disposing

salt walter and an application by them for this disposal of
salt water, faced with two companiés who are mineral owners in

the specific zone in which the Applicant proposts to inject
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his water. I think it is highly significant that in the
presentation of the Applicant's case, they skirted around

the productive history of this well and gave the Commission
only the scantiest Xind of information as to the history of
the well in that they showed the cumulative production. They
did not offer any well tesit., They gave no pressure history.
They offered no decline curve., They gave no consideration of
any secondary recovery possibilities. They gave no informa-
tion upon which the Commission could base a finding that
there was still oil in place under this lease.

Obviously, this would have been detrimental to their
case, and we have offersd that type of evidence to show that
it is reasonable to presume there is still unrecovered oil in
place under the specific area involved in this application.

The witness testified that for the final month,
production was a hundred and seventeen barrels. That was in
June of 1967. He didn't, until on cross examination, bring
out the fact that in May, tho production was two nundred fifty-
three barrels and in April, two hundred fifty-one barrels, and
our Exhibit shows we averaged better than three hundred barrels
per month during the months that the well was produced in 1961
but. we disregard the thirty-nine bharrels a month of January
which is obviously too low for consideration.

During the preceding year, the average production




106

was considerably higha&r than that. NYow, just why the well
was abandonued, we don't krow. Nobody's testified on behalf
of Sunray that they had considered it depleted. As a matter
of fact, the Applicant hasn't even testified that they
considered the well depleted. They have only testjfied that
they had a leas¢ and an assignment and a bill of sale and
they wanted to inject water into this zone.

It is the duty and the only duty of this Commission,
as defined by the Statutes, as interpreted by the Supreme
Court and the State of New Mexico, to prevent waste and to
protaect correlative rights, Now, certainly, the destruction
of o0il in place in the reservoir or the driving of such oil
off the lease in such a fashion that it will never again be
recovered, as our witness has testified, would constitute
waste. If there is oil there, and we have offerecd sufficient
evidence to show that the well at the time it was finally
shut-in was still capable of producing in commercial quantities.
It was making an amount of oil that would justify its continued
operation., Therefore, there is oil available in commercial
quantities as shown by the evidence before the Commission, - and
this o0il should not be destroyed by the installation of a
salt water disposal system at this stage of depletion of the
reservoir,

And we submit it would constitute waste to poermit
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such an action on the vart of the Apvlicant. Now, this is
without any regard to whether B. T. A. is permitted to go
back into the same well bore or has to drill its own well.
The witness has already testified that it is quite possible
if they cannot use this well, they'll go ahead and drill

to the Bough C Zone anyway, and if they do that, would go
-ahead and test the Bough F. S0 it isn't a question of whose
well or whose well bore it is. 1It's a question of whether

the Commission can reasonably say there is no oil left in

this reservoir that will be destroyed by the injection of
salt water.

If they can make such a finding based on this evidence,
then, of course, they should approve the application. We submit
that the evidence will not support such an order. Tt will not
support such a finding. The only finding this Commission
could possibly make is that the evidence would tend to indicate,
if not stronger than that, it would clearly show that there is
0il left in the Bough F Zone and that injection of water for
disposal purposes should not be pernitted at this time.

As it was testified in this hearing. the Applicants
themselves bid on the lease that is involved in this application.
¢ think it is probably highly doubtful, and this is only

speculation, of course, but to me, it would be highly doubtful

that had they boen successful in securing a leaase on this zone,
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they would have proceeded with salt water disposal without
further testing in the face of the production history of the
well that was locatéd on that lease. They were unsuccessful.
The Protestant, B. T. A,, was the successful bidder and in
making their bid, our witness has stated that he took into
consideration the possibility of production from the Bough F
Zone., They should have the right to produce this o0il for the
benefit of the State of New Mexico, as well as for their own
benefit, and to deny them this opportunity would constitute
waste and their coxrelative rights would certainly not be
protected by any such Order.

Midwest Oil Corporation, while not directly involved
under the subject well, is the owner of .the adjacent acreage.,
being the north half and the northeast quarter of the southwest
quarter of Section 1 in Township l0 South, Range 33 East, whidh
they have farmed out to B, T. A,, as testified by the witness,
Minerals,Incérporated and the B. T. A. 0il Producers object to
the application and ask that it be denied.

MR. NUTTER: Mr, Morris?

MR. MORRIS: I have already given part of my argvu-
ments, so I'll try to keep mine a little brief.

First, I don't think it needs to be dwelled on at
any length to point out to the Examiner and to the Commission

of the necessity for compliance with the no pedOrders that  ..us
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have been entered by the Commission and, in this area, by
thie first of January. In order to comply with the ppvggd
Orders, obviously, the operators have had to get their plans
underway for disposing cof this salt water and this 1is what
Midwest is trying to do in this case, is to find someplace
to go with the salt water that it's now running into its pits.
As to the bhasic question here, which is probably a
question of whether there is still oil in commercial guantities
to be produced in the Bough F Zone, I'd like to point out
that the Protestant, RBR. T. A., did not come forward with any
evidence from which the Commission could properly find that
there is still production in commercial guantities. Whereas,
to the contrary, «iid contrary to ¥ellahin's statament here,
Mr. Matson did testify that, in his opinion, the Bough F Zone
in this well was depleted. That opinion was based upocn his
computation that the oil in place and that forty percent of
that had been recovered which, in his opinion, was evidenced
that there hﬁd baen depletion of the reservoir. I would
submit that that is the only gvidence in the recard on which
finding can beg made as to the guestion whether there is
production in commercial quantities.

Now, there is some speculation by Mr. Halvorsen

that there might be production in commercial quantities, but
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that's submitted based more on hope than on fact and certainly is
not based on any study of the amount of o0il that might be

found still to remain in the Bough F Zcne. B. T. A. came

forward with no evidence in that regard.

I have already argued to the Examiner the affect
of the question of ownership of this well and whether Mr.
Kellahin wishes to face up to it or not, it's still a very
critical question in the ultimate position of B. T. A.,
because as the case stands, we have presented evidence to
show that we have taken a business lease on this area just as
Sunray took a business lease from the State of New Mexico on
the well to the north. I might point out to the Examiner that
that business lease that was issued by the State of New
Mexico was specifically for salt water disposal purposes.

There is indication by the State of New Mexico that no oil
and gas lease is necessary in order to conduct salt water dis-
posal operations, a business lease is specifically for salt
water disposal.

But, in any event, here is the way Midwest has pro-
ceeded to acquire it$ interest for salt water disposal pur-
poses: by getting an assignment of that business lease on the
well to the north and by obtaining the business lease on the
subject well and this has been presented to the Examiner.

The lease on the subject well was obtained in September of this

(4



voar and whether 3. T. A. had actual knowledge or not, which
seems to have been somewhat confused. At least, they had
constructive notice by the recording of that lease in the
records of Lea County, that Midwest had a business lease from
Mr. Ainsworth for salt water disposal purposes with respect
to this well. So the fundamental position of B. T. A. as
a Protestant in this case perhaps depends upon this question
of ownership. |

Now, under the authority that we've cited you,
the Texas case, where the Comnission is presented with a
question of ownership in this respect, if the Applicant has
made a bona fide showing of ownership, then I submit that
the Commission, here as there, should go ahead and assume
the ownership and the right of Midwest o uee this well for
water injection which, of course, necessarily would preclude
the use of the well by B, T. A, for production and decide the
question of whether water can be injected into this well with-
out damage to the Bough F Zone. B2And our consideration here,
T balieve, is clearly limited to whether the Bough F Zone
would be damaged or not. Lt being adﬁitted, even by
Mr. Halvorsen, that there would be no damage to the Bough C
sone. And we have no guarrel but what B. T. A. is the only

operator that has the adthority to drill to and produce from

the Bougyh C Zone.
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! So, we would respectfully submit, Mr. Examiner,
- that the application should be approved. If B. T. A. feels
that the use of this well wWwasunauthorized under the law,
they have their remedy, and we'll be glad to argue that
- matter out with them in the Court House.
MR. NUTTER: Thank you. Does anyone have anything ,
e further they wish to offer in this case? If not, we'll take

the case under advisement,

* Kk K
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BEFORE THE OIL CONBERVATION COMMISSION
OF THE STATE OF NEW MEXICO

' IN THE MATTER OF THE HEARING
" CALLED BY THE OIL CONSERVATION |
' COMMISSION OF NEW MEXICO FOR ‘
{ THE PURPOSE OF CONSIDERING:

CASE No, 3705
Order No. R-3369

" APPLICATION OF MIDWEST OIL CORPORATION
: FOR SALT WATER DISPOSAL, LEA COUNTY,
NEW MEXICO,

RDER _OF. COMMISSY
BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on December 20, 1967)
i at Santa Fe, New Mexico, before Examiner Danie) 8. Nutter.

: NOW, on this__22nd day of January, 1968, the Commigsion, a

| quorum being present, having coneidered the testimony, the record,
{ and the recommendations of the Examiner, and being fully advised

i in the premises,

| EuEps:

(1) That due public notice having been given as reguired by
law, the Commission has jurisdiction of this cause and the subject

matter thereof.

{2) That the applicant, Midwest 0il Corporation, proposes

| to utililze the Midwest Oil Corporation Ainsworth State Well No, 1,
i formerly the Bunray DX State I Well No. 1, located in Unit N of i

i S8ection 36, Township 9 South, Range 33 East, NMPM, Lane~Pennsyl-
vanian Pool, Lea County, New Mexico, to disgpose of producsd aalt ! |
water into the Bough zone of the Pennsylvanian formation, with
injection into the perforated interval from approximately

9784 feet to 9810 feet.

(3) That the evidence indicates there are probably recover-
able reservas of oil and gas in that section of the Pennsylvanian
formation wherein applicant proposes to disposze produced salt
1 water. i




(4) That the disposal of produced salt water into the
aforesaid section of the Pennsylvanian formation would result !

- in the drowning out of saild section and thereby cause the E
aforesaid reserves to become unrecoverable, thus causing waste ;

. and possible violation of correlative righte. !

(5) That the subject application should be denied. |

IT 18 THEREFORE ORDERED

(1) That the subject application is hereby denied.

; (2) That jurisdiction of this cause is retained for the
. entry of such further orders as the Commission may deem neces-
| sary.

] DONE at Santa Fe, Naw Maexico, on the day and year hereinabove
; designated.

STATE OF NEW MEXICO
< c RVATION COMMISSION

b ::
A. L. PORTER, Jr., Member & Secretary

‘2‘ .
CASE No. 3705 ;
Order No. R~3369 :

" esx/




GOVERNOR
OAVID F. CARGO
CHAIRMAN

State of Netw Mexico
®il Qonservation Coammission g

STATE GEOLOGIST
A. L. PORTER, JR.

LAND COMMISSIONER
SECRETARY -~ DIRECTOR

GUYTON B, HAYS
MEMBER

P. 0. BOX 2088
SANTA FE

January 22, 1968 j
|

Re: Case No. 3705 ;

Mr. Richard S. Morris

* Oord . -
Montgomery, Federici & Andrews exr No R-3369
Attorneys at Law

Post Office Box 2307 MIDWEST OIL CORPORATION
Santa PFe, New Mexico :

Applicant:

Dear Sir:

Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

: Vory truly yours,

A G

A. L. PORTER, Jr.
Secretary~Director

ALP/ir
Carbon copy of drder also sent to:

Hobbs occ__ X
Artesgia 0OCC

Aztec OCC

Other

Mr. Jason Kellahin ang Mr. p. E. Gray, State Engineer
Office




CASE 3702:

CASE 3703;

CASE 3704:

I Examiner Hearing - Cecember 20, 1967
-o-

CASE 3706:

Docket No. 38 - 67

Applicaticn of Coastal States Gas Producing Company for an excep-
tion to Qrder No. R-3221, Lea County, New Mexico. Applicant,

in the above-styled cause, on its own behalf and as operator of
the Flying "M" Unit Area, seeks an exception to the provision of
Paragraph (6) of the Commission Order No. R-3221 which requires
that cvertain unlined pits used for the disposal of produced water
be filled, leveled, and compacted. BApplicant proposes that said
pits be left open in the Flying "M" San Andres Pool, Lea County,
New Mexico, to permit their use for temporary emergency storage
of produced water in connection with individual tank batteries
connected to the Flying "M" San Andres Pressure Maintenance
Project coperated by Coastal States Gas Producing Company.

Application of Texaco Inc. for salt water disposal, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority
to dispose of produced salt water into the Abo formation in the
perforated interval from 9013 to 9046 feet in its New Mexico MCWM
State Well No. 2 located in Unit L of Section 18, Township 17
South, Range 37 East, Midway-Abo Pool, Lea County, New Mexico.

Application of New Mexico Salt Water Disposal Company, Inc., for
salt water disposal, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks authority to dispose of produced salt
water intc the Bough "D" zone of the Pennsylvanian formation in
the perforated interval from 9844 to 9875 feet in its Ainsworth
Well No. 1 located in Unit H of Section 19, Township 9 Sputh,
Range 34 East, Vada-Pennsylvanian Pool, Lea County, New Mexico.

Application of Midwest 0il Corporation for salt water disposal,

Lea County. New Mexico. Applicant, in the abovc styled causc,
seeks author1ty to dispose of produced salt water into the Bough
zone of the Pennsylvanian formation in the perforated interval
from 9784 to 9810 feet in its Ainsworth State Well No. 1, formerly
the Strray DX State I Well No. 1, located in Unit N of Section 36,
Township 9 South, Range 33 East, Lane-Pennsylvanian Pool, Lea

County, New Mexicoa

Application of Major, Giebel & Forster for an amendment to Order
No. R--3307, Lea County, New Mexico. Applicant, in the above-~
styled causc, sceks the amendment of Order No. R-3307 to designate
Major, Giebel & Forster as operators of the NW/4 SW/4 of Section 6,
Township 13 South, Range 38 East, West Bronco-Devonian Pool, Lea
County, New Mexico, rather than Vasicek and Fullinwider dba V. F.
Petroleum, who were originally designated as operators of said
compulsorily pooled unit.




Docket No. 38 - 67

DOCKET: EXAMINER HEARING - WEDNESDAY - DECEMBER 20, 1967

9 A.M. CIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S, Nutter, Examiner, or Elvis A.
Utz, Alternate Examiner:

CASE 3695 continued from the November 29, 1967, Examiner Hearing

CASE 3698:

CASE 3699:

CASE 3700:

CASE 3701:

Application of Tenneco 0il Company for Special Pool Rules,

McKinley County, New Mexico. Applicant, in the above=styled

cause, seeks the promulgation of special pool rules for the South
Hospah Upper Sand 0il Pool and the South Hospan Lower Sand 0Oil
Pocl, McKinley County, New Mexico, to provide that wells drilled in
said pools could be located anywhere on the 40-acre unit except that
no well could be located closer than 330 feet to the outer boundary
of the lease nor closer than 200 feet to another well producing
from the same pool. Applicant further proposes that any existing
well not located in accordance with the above requirements be
granted an exception to said requirements.

Application of H & S 0il Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
the approval of the West Artesia Grayburg Unit Area comprising 640
acres, more or less, of state and fee lands in Sections 7, 8, and
17, Township 18 South, Range 28 East, Artesia Pool, Eddy County,
New Mexico.

Application of H & S 0il Company for a waterflood project, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
authority to institute a waterflood project in its West Artesia
Grayburg Unit by the injection of water into the Grayburg formation
through 8 wells located in Sections 7, 8, and 17, Township 18 South,
Range 28 East, Artesia Pool, Eddy County, New Mexico.

Application of Lone Star Producing Company for salt water disposal,
Roosevelt County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced salt water into the San Andres
formation through the perforated interval from 4910 to 5015 feet in
its Federal New Mexico "D" Well No. 1 located in Unit A of Section
29, Township 8 South, Range 36 East, South Prairie Field, Roosevelt

County, New Mexico.

Application of Coastal States Gas Producing Company for special pool
rules, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the promulgation of special pool rules for the Baum Wolfcamp
Pool in Township 14 South, Range 33 East, Lea County, New Mexico,
including a provision for 160-acre spacing and proration units.
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CASE 3702:

CASE 3703:

CASE 3704:

CASE 3705:

CASE 3706:

Docket No. 38 - 67

Applicaticn of Coastal States Gas Producing Company for an excep-
tion to Order No. R-3221, Lea County, New Mexico. Applicant,

in the above-styled cause, on its own behalf and as operator of
the Flying "M" Unit Area, szeks an exception to the provision of
Paragraph (6) of the Commission Order No. R-3221 which requires
that certain unlined pits used for the disposal of produced water
be filled, leveled, and compacted. Applicant proposes that said
pits be left open in the Flying "M" San Andres Pool, Lea County,
New Mexico, to permit their use for temporary emergency storage
of produced water in connection with individual tank batteries
connected tc the Flying "M" San Andres Pressure Maintenance
Project coperated by Coastal States Gas Producing Company.

Application of Texaco Inc. for salt water disposal, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks authority
to dispose of produced salt water into the Abo formation in the
perforated interval from 9013 to 904€ feet in its New Mexico "CW"
State Well No. 2 located in Unit L of Section 18, Township 17
South, Rarge 37 East, Midway-Abo Pool, Lea County, New Mexico.

Application of New Mexico Salt Water Disposal Company, Inc., for
salt water disposal, Lea County, New Mexico. Applicant, in the
above~styled cause, seeks authority to dispose of produced salt
water into the Bough "D" zone of the Pennsylvanian formation in
the perforated interval from 9844 to 9875 feet in its Ainsworth
Well No. 1 located in Unit H of Section 19, Township 9 Sputh,
Range 34 East, Vada Pennsylvanian Docl, Lea County, New Mexico.
Application of Midwest 0il Corporation for salt water disposal,
Lea County, New Mexico. Applicanrt, in the above-styled cause,
seeks authority to dispose of produced salt water into the Bough

zone of the Pennsylvanian formation in the perforated interwval
from 9784 to 9810 feet in its Ainsworth State Well No. 1, formerly
the Siiriray DX State I Well No. 1, located in Unit N of Sectlon 36,
Township 9 South, Range 33 East, Lane-Pennsylvanian Pool, Lea
County, New Mexico,

Application of Major, Giebel & Forster for an amendment to Order
No. R-3307, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks the amendment of Order No. R-3307 tou designale
Major, Giebel & Forster as operators of the NW/4 SW/4 of Section 6,
Township 13 Soutn, Range 38 East, West Bronco-Devonian Pool, Lea
County, New Mexico, rather than Vasicek and Fullinwider dba V. F.
Petroleum, who were originally designated as operators of said
compulsorily pcooled unit-
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Novembar 13, 1967

Midwest 011 Corp.
1500 Wilco Building
Midland, Texas 79701

Receipt of a copy of your application to dispose of
salt water by injection into a porous formation
through your Ainsworth State Well #1 is gratefully
acknowledged.

FEI/ma Yours truly,

cc-01il Consexrvation Comm, S. BE. Reynolds
State Engineer

Bys
Frank E. Irby
Chief
Water Rights Div,

T Y

b A )




BTA OIL PRODUCERS

104 SOUTH PECOS
MIDLAND, TEXAS 79701 —

AC 915-682-3753 .
CARLTON BEAL . =

SOLE OWNER November 9, 1967 "

Vé )h/
In re: Application by Midwest Oil Corp. /d

Waler Disposal in Lane (Penn.) Field /( {,j,,ue 2
Lea County, New Mexico J

-

) = -
Mr. A. L. Porter, Jr., L./~‘—éi‘z'é’ e 7d 5

Secretary-Director

New Mexico Qil Conservation Committee
P. O. Box 2088

Santa Fe, New Mexico 87501

Dear Sir:

This refers to Form C-108, Application to Dispose of Salt Water by Injection
into a Porous formation dated November 8, 1967 filed by Midwest Oil Corp.
This application proposes to inject water into a well situated on Unit "N",
660' FSL and 1980' FWL Section 36, T-9-S, R-33-E, NMPM, Lea County,
New Mexico.

BTA Oil Producers acquired oil and gas lease #L-332 from the State of
New Mexico including, among oiher lands, the 5/2 of this sawme Secilon 36,
BTA is currently evaluating this tract for possible oil and gas production,
and at present consider all porous zones in Pennsylvanian formations as
potentially productive of oil and/or gas. This includes the interval from
9774-9810 into which Midwest plans to inject water.

It is hereby requested that the Midwest application to dispose of water into
the referenced well be d1sapproved

Very truly yours,
v é r)ru/vu e
R. L. HALVORSEN
For BTA 0il Producers
RLH/slt
cc: Midwest Oil Corporation

1500 Wilco Building
Midland, Texas 79701
Attn: Mr. John Pulte, Engineer




INTER-OFFICE MEMO

Date. __i1-8-47 . From MIDYEST OIL CORP, - MIDLAND  To_OIL CONSERVATION COMMISSION
For your signature COMMENTS

For your information

For your attention

e e e AT

For filing

For malling

For cpproval

Please advise
O.K. the attached and return

Attach papers on the sublect P Jp—
and return

{J See me aboyt this

200000000

FORM 1.10
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- Form C-108
Revised 1-1-85

NEW MEXICO OIL. CONSERVATION COMMISSION
APPLICATION TO DISPOSE OF SALT WATER BY INJECTION INTO A POROUS FORMATION

OFPERATOR AODDRESS .
Midwest 0il Corporatiocn 1500 Wilco Bldg., Midland, Texas 79701
LEASE NAME WELL NO, FIELD COUNTY 7
* Ainsworth State SWDR 1 Lane (Penn) Lea
LOCATION
]
UNIY LETTER N P WELL |S LOCATED 660 FEET FROM Tn:___,SOUth LINE AND _ 1980' FEET FROM THE
West LINE, SECTION 36 TOWNSHIP 9-8S RAANGE 33-E NMPM.
CASING AND TUBING DATA
NAME OF STRING SIZE SETTING DEPTH SACKS CEMENT TOP OF CEMENT TOP DETERMINED BY
SURFACE CASING
13 3/8" 345 325 Circ.

INTERMECIATE

9 5/8" 3992 1500 2120 Temp. Survey
LOYNG STRING

AN 9849 500 7650 Temp. Survey
TUBING NAME, MODEL AND DEPTH OF TUBING PACKER

2 3/8"} 9750 Guiberson KVL - 30
NAME OF PROFOSED INJECTION FORMATION TOP OF FORMATION BOTYOM OF FORMATION

Bough Penn 9774 9814
PERFORATIONS OR OPER HOLED PROPOSED INTERVAL(S) OF INJECTION

18 INJECTION THROUGH TUBING, CASING, OR ANNULUST

Tubing Perfs. 9784 - 9810
13 THIS A NEW WELL DRILLED FOR IF ANSWER 1S NO, FOR WHAT PURPOSE WAS WELL ORIGINALLY DRILLED? HAS WELL EVER REEN PERFORAYED IN ANY
DISPOSALY ZONE OTHER THAN THE PROPOSED INJEC-
TION ZONE?
0) 0il Well Yes
LIST ALL SUCH PERFORATED INTERVALS AND SACKS OF CEMFNY USED TO SEAL OFF OR SQUEEZE EACH

9647-9660 Wolfcamp - Squeezed to 6800 PSI w/60_sax cement
OEPTK OF BOTYOM OF DEEPEST DEPTH OF BOTTOM OF NEXT HIGHER DEPTH OF TOP OF NEXT LOWER
FRESH WAYER ZOKE (N THIS AREA OIL OR GAS ZONE |N THIS AREA OIL OR GAS ZONE [N THIS AREA
300! 9660 None
ANTICIPAYED DAILY | MINIMUM T MAXTMUM OPEN OR CLOSED TYPE SYSTEM 1S INJECTION TO BE 8Y GRAVITY OR APPROX. PRESSURE {Pst)
{:é:LCT;ON YOLUME | | PRESSURE?
-]
A X !
1. 2000 1 5000 Glosed Pressure Unknown
ANSWER YES OR NO WHETHER YTHE FOLLOWING WATERS ARE MIN- ’WATER TO BE DISPOSED OF NATURAL WATER IN DISPO- ARE WATER ANALYSES ATTACHED?
LRALIZED YO SUCH A DEGREE AS YO 8E UNFIT FOR DOMESTIC, 1 | SAL ZONE
3T0CK, IRRIGATION, OR OTHER GENERAL USE —~ | i
L Yes 1 Yes No
NAME AND ADDRESS OF SURFACE OWNER {OR LESSEE, IF STATE OR FEDEARAL LAND} - .
Midwest 0il has purchased Salt Water

Disposal lease from all surface owners.

Alton Ainsworth, et al, Bledsoe. Texas

[Ci87 NAMES AND ADDRESSES OF ALL OFERATORS WITHIN ONE-HALF (3) MIL¥ OF THIS INJECTION WELL

BTA - 104 South Pecos - _Midland, Texas

| Sunray DX 0il Co, - 1101 Wilco Bldg. - Midland, Texas

0] gy 13 il 28

TEACH OPERATOR WITHIN ONE-HALF MILE | THE NEW MEXICO STATE ENGINEER

HAVE COPIES OF THIS APPLICATION B3EEN T SURFACE OWNER
SENT TO EACH OF THE FOLLOWING? . | OF THIS WELL
' ' X
I L YES N
ARE THE FOLUOWING ITEMS ATYACKED TO J PLAT'OF AREA 'ELECTRICAL 106G 'DIAGRAMMAT]C SKETCH OF WELL
YHIR APPLICATION ISEE AULFE 7Ot.A) [} ¥ 1 [ P .
1 1 > 1 M\ AL ; i
{ __Y¥YES : YES ! YESVSALL MAILED)

I hereby certify that the information above is true and complete to the best of my knowledge and belief.

; L‘%A ig/ﬁ Engineer ___Ngyenih.?ahrm

(Signnture) (Title) (Date)

NOTZ: Skould waivers from the State Engincer, the surface owher, and all operators within one-half mile of the proposed injection well.
not accompany this application, the New Mexico Oil Censervation Commission wili hold the application for a period of 15 days
from the date of receipt by the Commission’s Santa Fe office. If at the end of the 1S-day waiting period no protest has been re-
ceived by the Santa Fe office, the application will be processed. If a protest is received, the application will be set for hearing,

if the applicant so requests. SEE RULE 701,
*This lease was previously the Sunray DX New Mexico State I #1

e i ]

“an s s
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MIDWEST OIL CORPORATION
Alnsworth State
Salt Water Disposal Well No. 1
Lea County, New Mexico

ELEVATION - 4275'GL

.‘ |3 5/8" Surfoce - 345: Cement Cire.

1ob Cswéwl 0i 3e20,

I BLEQACLIOU ~ 39D,

peLOLCIoU  3)Bd,  AB0,

Q0rPetIoy HICKEL O) 330, ) X § 3\8, LIOTE (1U6q (rp1wd [Lsuv)

LeLlOiOjIou 389y - 38R0, 2dnesieq
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MIDWEST OIL CORPORATION
Ainsworth State
Salt Water Disposal Well No. 1
Lea County, New Mexico

ELEVATION - 4275°GL

13 5/8" Surface - 345: Cement Circ.

y | 9 5/8" (ntermediate - 3992°,

wolfcomp
Pertorations 9647'. 9660' Squeered.

B & 23/8" Plostic lined tubing (Penn)
Perforotions 9784'.9810"
7" Production - 9849°

) k " Top Cemant ot 7650"

Guiberson Pacher ot 9750




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEV MEXICO FOR
THE. PURPOSE OF CONSIDERING:

CASE NO. 1532
Order No. R-1278

APPLICATION OF SUNRAY MID-CONTINENT
OIL COMPANY FOR AN ORDER AUTHORIZING
A SALT WATER DISPOSAL WELL IN SECTION
36, TOWNSHIP 9 SOUTH, RANGE 33 EAST,
NMPM, LEA COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION

BY THE COMMISSION:

. This cause came on for hearing at 9 o'clock a.m., on October
22, 1958, at Santa Fe, New Mexico, before Elvis A, Utz, Examiner
duly appointed by the 0il Conservation Commission of New Mexico,
hereinafter referred to as the '"Commission,™ in accordance with
Rule 1214 of the Commission Rules and Regulations.

+4
NOW, on this ,g%-” day of November, 1958, the Commission,
a quorum being present, ving considered the application, the
evidence adduced, and the recommendations of the Examiner, Elvis A.
Utz, and being fully advised in the premises,

FINUS ;

(1) That due public¢ notice having been given as required
by law, the Commission has jurisdiction of this cause and the

subject matter thereof.

(2) That the applicant, Sunray Mid-Continent 0il Company,
is the owner and operator of the PFobbs "G" Well No. 1, located 1980
feet from the North line and 1980 feet from the West line of Section
36, Township 9 South, Range 33 East, NMPM, Lea County, New Mexico.

(3) That the applicant proposes to inject salt water down

tubing in the said liobbs "G" Well No, 1 intc the Peansylvanian

formation below the water-0il contact with the proposed injection
zone from 9834 fest to 9865 feet.

(4) That a packer should be set above the injection interval.

(5) That the applicant's proposed salt water injection
program will not jeopardize the production.of oil, gas or fresh
water in the area and is consonant with sound conservation practices.




N R

-2
Case No., 1532
Order No. R-1278

IT IS THEREFORE ORDERED:

(1) That the applicant, Sunray Mid-Continent 0il Company,
be and the same 1s hereby authorized to utilize its Hobbs "G" Well
No. 1, located 1980 feet from the North line and 1980 feet from
the West line of Section 36, Township 9 South, Range 33 East, NMPM,
Lea County, New Mexico, for the purpose of disposing of produced
salt water into the Pennsylvanian formation below the water-oil
uontact in the zone from 9834 to 9865 feet.

PROVIDED HOWEVER, That the salt water shall be injected
through tubIng and provided further that 2 packer shall be set
above the injection interval.

(2) That the applicant shall submit monthly reports of

its disposai”operations in accordance with Rules 704 and 1119 ot
the Commission's Rules and Regulations, _

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

STATE OF NEW MEXICO = -
OIL CONSERVATION COMMISSION

EDWIN L, MECHEM, Chairman
MURRAY E. MORGAN, Member

A, L, PORTER, Jr., Member & Secretary

SEAL

ir/




S. E, REYNOLDS
STATE ENGINEER

STATE OF NEW MEXICO
STATE ENGINEER OFFICE

ROSWELL
. ADDRESS CORRESPONDENCE TO:
P. 0. 80X 1717
.December 14, 1967 ROSWELL, NEW MEXICO

Mr. John Pulte

Midwest 0il Corporation
1500 Wilco Building
Midland, Texas

Dear Mr. Pulte:

Reference is made to our telephone conversation of December 12 concerning
Midwest's plans to dispose of waste salt water by injecting it into the
Pennsylvanian formation. It is my understanding that the 13-3/8-inch
surface casing was set at 345 feet below land surface and cement was
circulated and further that injection will be through tubing with a
packer set at 9750 feet in casing with perforations between 9784 and 9810
feet. The well is located in Sectioun 36, Township § Sovuih, Range 30 East,
NMPM.

We do not have available water well logs in the immediate area but have
knowledge of several stock wells drawing water from a relatively shallow

depth.,

Based upon the above understanding of the well construction, ‘it appears
that no threat of contamination to the fresh waters which may exist in
the area will occur.

Very truly yours,

éumxgnag

Dlstrlct Supervisor

FHH*td
cc: Mr. D. E. Gray

|5
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MAGNOLIA PETROLIUM CO. v. RAILROAD COMMISSION  Tex. 189
170 S.W.2d 189

MAGNOLIA PETROLEUM CO. v. RAIL-
ROAD COMMISSION et al,
No. 8040,
Supreme Court of Texas,
March 31, 1943,
Rehearing Denfed April 28, 1013,

1. Mines and mlnerals <&51(1)
Prior to cnactment of conservition

" gatutes, party in posscssion, or any one

who could obtain posscssion peaceably,
could driil for oil notwithstanding title dis-
pute, and if it Jater developed that he had
no title, he had to account to true owner
for value of oil removed.

2. Mines and minerals €252

Prior to cnactment of conservation
statutes, either party involved in suit to de-
termine title to Jand on which cach desired
to drill for oil might have an injunction
to preserve the status quo pending scttle-
ment of the title controversy, or a receiver
might be appointed to drill well and hold
proceeds of oil to await outcome of title
suit.
3. Mines and minerals €92

A permit from Railroad Commission
to drill for oil does not anthorize permittee
to take possession of land and drill where
there is a dispute as to title thercto.
4. Mines and minorals ¢=92 .

The function of Railroad Commission
in granting permit to drill for oil is to ad-
minister conservation laws, and in granting
permit it does not undertake to adjudi-
cate questions of title or right to posscs-
sion, but those questions are to be secttled
by courts.
5. Mines and minerals €52, 92

Where person obtaining permit from
Railroad Commiscing to drill for oil is not
in possession of land, he may not drill for
oil until his title has been established by
courts, and persons in possession may de-
fend their possession by self-help or by
injunction proceedings. :
6. Mines and mlnerals €=52

A holder of permit to drill oil well
who brings suit to establish his title to.land
on which he desires to drill may have a re-
ceiver appointed to drill well and hold pro-
ceeds to await final judgment on title issue.
7. Mines and minerals 652

Quieting titto <=7(1) )

Where title to oil land is in dispute, but

permittee is in pussession, or can obtain

possession  peaceably, his adversary may
resort to court for determination of title
dispute and therein ask for injunction or for
a receivership,

8. Mines and minerals =92

An order of Railroad Commission
granting permit to drill oil well granis no
affirmative right to perniittee to occuny
property and does not cloud title claim..
by another, but orde - merely removes cov-
servation iaws and alations as a Yar o
drilbug well wnd lc oos permittee to his
rights wi cooamon law,

9. Quieting litic €&244(2)

In suit to determine e to © . .
claimed by holder of permit to drill ofl we.,,
fact that & permit has been granted is not
admissible in support of permittee’s title,
10. Mines and minerals €92

The- Railroad Comumission should not
grant permit to drill oil well to one who
does not claim property in good faith, but
if applicant makes reasonably satisfactory
showing of good faith claim of ownership,
fact that title is in dispute will not defeat
his right to permit.

1. Mines and minerals ¢=92

The exidtence of <dispute as to title to
tand for which perniit has been obtuined
to drill {for oil is not ground for suspend-
ing permit or abating statutory appeal
from Railrond Commission’s erder pending
scitlement of dile controversy.

12. Appeal gad error €=840(1), 1177(6)

In suit to cance! <rvmit to drili of!
wells on ground that e invoived was -
voluntary subdivision in derogation of i
spacing rule, where district judge had oo
passed on question of valuntary subdivis

and there was nothing to show that Jn .-

tracy, froc. which traet in question was «
grepated vos entitled to no well or (s
had all wells to which it would be entitled
without regard to'. subdivision, reviewing
court could not determine question, bui waus
required to remand the case,

P S,

Error to Court of Civil Appeals of Third
Supreme Judicial District. )

Suit by the Magnoiia Petroleum Com-
pany against the Railroad Commission oi
Texas and another to cancel and annul &
permit to drill two oil wells as an. exeep-
tion to spacing rule 37 and enjoin the
drilling . thercof. To review a judgment
of the Court of Civil. Appeals, 163 S.W.2d

446, reversing 2 judgimicnt of the Disiric
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Court canceling the permit, the plaintiff
brings crror,

Judgments of the District Court and of
the Court of Civil Appeals reversed and
canse remanded,

Walace llawkins, of Dallas, Paul A,
McDermott, of Ft. Worth, and Dan Moody,
J. B. Rabertson, and Powell, Rauhut & Gid-
con, all of Austin, for petitioner.

Gerald C. Mann, Atty. Gen, E. R, Sim-
mons, Grover Sellers, Lloyd Armstrong,

-and Janies D. Smullen, and E. A. Landman,

Asst, Attys. Gen,, for respondents.

This is a Rule 37 case. E. A. Landman
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mit. He further stated that since this con-
clusion scttled the case, he did not pass on
the question of voluntary subdivision,
ILandman and the Raifroad Commission ap-
pealed to the Court of Civil Appeals, That
court reversed the judgment cancelling the
permit and abated the suit, suspended the
permit, and remanded the case to the dis-
trict court with instructions to retain it sus-
pended upon its docket pending determina-
tion of the title suit in Gregg County. 163
S.W.2d 446. :

7~[1,2] The effcct of a bona fide title dis-
pute on the power of the Railroad Conmis-
sion to grant a permit as an exception

ed by this Court. In order to view the

ALEXANDER, Chief Justice. / : L
(to Rule 37 is a question never before decid-

applied to the Railroad Commission for a
permit to drilt two: oil wells on a narrow:
strip of 1.26 acres of land in Gregg, County
as an exception (o the Commission’s spac-
ing regulations. The application was op-
posed by Magnolia Petrolecum Company on
the ground that Landman had no title be-
causce the land was within the boundaries
of one of its own leases, and on the alterna-
tive ground that the 1.26-acre tract was a

voluntary subdivision in derogation of Rule:

37. The Commission granted the permit,
reciting that it was neccessary to prevent
confiscation and waste, The Magnolia filed
a statutory suit in the district court of
Travis County to test the validity of said
order. In that suit the Magnolia intro-
duced its chain of title, and also showed
that the identical land was involved in a
trespass to try title suit between the same
parties then' pending in the district court
of Gregg County. It disclaimed any de-
sire to have the title question sctiled in
thie Travis County suit, hnt alleged merely
that there was a bona fide title controversy,
and prayed that the permit be cancelled on
that ground. The Magnolia also alleged
that the 1.26-acre tract constituted a part
of a voluntary subdivisién of a larger tract
made subscquent to the spacing regulations,
and, thercfore, could form no basis for an
exception thereto. Upon a trial without a
jury, the district' court rendered judgment
cancelling the permit and restraining the
drilling of the well, The judge filed find-
ings of fact in which he traced the claim
of title of each party, and also found that
the Magnelia had actual possession of both
the surface and the minerals. He conclud-
¢d as 2 matfer of law that a bona fide con-

“
€4 35 [

problem in its proper perspective, we must
first consider the situation as it was at com-
mon law before the .conservation statutes

were enacted, No permit was then re- |

quired to drill for oil. If there was a title
dispute, the party who had possession, or
who could obtain possession peaceably,
could drill for oil. If it later developed
that he had no title, he had to account to the
true owner for the valie of the oil removed.
Bender v. Brooks, 103 Tex. 329, 127 S.W,
168, Ann.Cas.1913A, 559; Right of Way
0il Co. v. Gladys City Oil & Gas Mfg. Co,,
106 Tex. 94, 157 S.W. 737, 51 LR.A,N.S,
268; Gulf Production Co, v. Spear, 125 Tex.
530, 84 S.W.2d 452; 1 Summers Oil and
Gas, Perm,Idd., § 23, p. 32 ct scq.; 31 Tex,
Jur., 531, Pending settlement of the con-
troversy in a suit brought for that purpose,
either party in a proper case might have an
injunction to preserve the status quo, !
Summers, Oil and Gas, Perm,Ed,, § 29, ».
77; 31 Tex.Jur. 534, Or, upon proper
showing, in order to prevent waste, a re-
ceiver might be appointed to drill the well
and hold the procceds of the oil to await
the outcome of the title suit. I Summers,
Oil and Gas, Perm.¥d.,, § 30, p. 80; Gui-

fey v. Stroud, Tex.Com.App.,, 16 SW.2d-

527, 64 AL.R, 730; 31 Tex. Jur, 534,

—~ . .

[39) In our opinion, the situation is
not materially changed by the conservation
laws. In cases where the Court of Civil
Appceals has considered the mattcr, it seems
o have been erroncously assumed that such
a permit aflirmatively authorizes the per-
niittee to take .possession of the land and
drill. Consequently, it has been lield that

i unless the applicant has an undisputed title

troversy as to the title of the leaschold was| to the ieaschold, tiwe Conunission has ne
shown, and that consequently the Commis-) power-to grant him a permit,  Tide Water
sion had no jurisdiction to grant the per-i Oil Co. v, Railroad Commission, Tex.Civ.

\

s — 1

YT T e e e e e - o o e o

et g

e L ST ana e it Nt e -
PR PRI T e e A et e - dsaza
i 8 M e PR VA i 4o




-

it
v

i at law,
. mit to drill had been granted would not be
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App.. 76 S.W.2d 553; Altgelt v. Texas
Company, Tex.Civ.App, 101 S.W.2d 1104,
writ dismissed. We do not think the per-
mit has this effect.
Railroad Commission in this- connection is
to adntinister the conservation laws. When
it grants a permit to drill a well it docs not
undertake to adjudicate questions of title
or rights of posscssion.
must be scttied in the courts. When the
permit is granted, the permittee may still
have no such title as will authorize him to
drill on the land. If other parties are in
possession of the property, as in the present
case, they may defend their, possession by
self-help, or by injunction proceedings.
Before the permittee can drill, he must
first go to court and establish his title. In
that suit, upon proper showing, he may
have a receiver appointed to drill the well
and hold the praceeds to await the final
judgment on the title isswe. . On the other
hand, if he has possession, or can obtain

possession peaceably, his adversary may ré-

sort to the courts for a determination of the
title dispute, and thercin ask for an injunc-
tion or for a receivership.
" order granting the permit is purely a nega-
tive pronouncement. It grants no affirma-

tive rights to the permittec to occupy the

property, and therefore would not cloud his
adversary’s title. It merely removes the
conservation laws and regulations as a bar
to drilling the well, and leaves the permit-
tee to his rights ‘at common law. Where
there is a dispute as to those rights, it must
: be scttled in court.
i be perfectly valid, so far as the conserva-

‘tion laws are concerned, and yet the per-~

; mittee’s right to drill under it may de-
pend upon his establishing title in a suit
In such g suit the fact that a per-

. admissible in support of permittee’s title,
%—
o, 11] Of course, the Railroad Com-
mission should not do the useless thing of
granting a permit to one who does not claim
the property in good faith. The Commis-
sion should deny the permit if it does not
reasonably appear to it that the applicant
has a good-faith claim in the property. If
the applicant makes a reasonably satis-
factory showing of a good-faith claim of
ownership in the property, the mere fact
that another in good faith disputes his title
is not alone sufficient to defeat his rlght to
the permit; meithesis 1t ground for suse’
pending the permit or abating the statu-
lory appeal pending scttlement of the utlc
tontroversy. .

These questions.

In short, the

The permit may thus .

[12] The Magnolia contends alierna-
tively that cven if Landman’s title is good,
the judgnient of the district court cancel-

The function of the Ming the permit should be affirmed because

/it appears as a matter of law from the
judge’s findings of fact that the 1.26-acre
tract is a voluntary subdivision in deroga-
tion of Rule 37, We find no merit in this
contention. The 1.26-acre tract appears to
be a part of a voluntary subdivision of the
Q-acre tract,  Landman alleged in his
pleadings that the owners of the remainder
of the 9-acre tract joined with him in his
application for the permit. There is no
statement ‘of facts, and the findings do not
show that the 9-acre tract, from which the
1.26-acre tract was segregated, is entitled
to no well or that ix has all the wells to
which it would be entitled without regard
to the subdivision. Neither doces it appear
whether or not the Commission took into
consideration the needs of the 9-acre tract
as a whole in locating the two wells on the
1.26-acre tract. See in this, conncction
Raitroad Commission v. Magnolia Pet. Co.;
130 Tex, 484, 109 S.W.2d 967; Gulf Land
Co. v. Atlantic Refining Co., 134 Tex, 59,
131 S.W.2d 73; Humble Qil & Refining Co.
v. Potter, Tex.Civ.App., 143 S.W.2d 135;
Railroad Commission v. Miller, Tex.Civ.
App., 165 S\ W.2d 504. The district judge
expressly stated that he did not pass on the
question of voluntary subdivision. Conse-
quently, the case must be remanded for a
new trial.

The judgments of the district court and
of the Court of Civil Appeals are reversed,
and the cause is remanded to the district
court for a new trial. .

- KIMBELL MILLING CO. v. GREENE.
"No. 8021,

* Supreme Court of Texas.
March 17, 1943,

Rehearing Denled April 28, 1943,

1. Appeal and errer €=846(5)

Where casc was ‘tried before court
w:thout jury .and no findings of fact were
ﬁlcd Supremc Court was ‘requirved to vicw
Yhe evidence in light most favorable to the

judgment of the trial court

.




PRODUCTION HISTORY
LANE PENN. FIELD
SUNRAY N. M, STATE "I"

Well #1-N-36-9-33
BBLS. PER MONTH
1956 1957 1958
OIL WATER OlL WATER OIL WATER
January -- - 6,279 -—- 5,434 - ’
Fecbruary - - 5,894 - 4, 347 ——
March .- - 6,480 ——- 4,796 ---
April — -— 6,309 - : 5,379 ——
May - 5,356 - 5,018 ce-
June .- - 3,293 - 4,223 -
July - T e-- 5,614 _——- 5,029 -
August - - 5,086 - 4,858 -
September -— --- 5,264 - 5,285 -
October 3,710 -—- 5,172 - 5,148 .-
November 5,827 .- 5,014 - 4,807 ——
December 5,927 - 4,723 --- 5,082 .-
15,464 - 64,484 - 59, 406 _———
Accum. Total 79,948 - 139, 354
1959 . 1960 1961
OIL WATER OIL, WATER OIL WATER
January 4,366 ——— 3,355 1,475 2,349 2,900
February 4,175 - . 2,765 1,540 2,449 2,600
March 4,608 - 3,495 1,700 | 2,850 2,900
April 4,208 --- 2,534 1,700 2,498 2,610
: May 4,343 755 3,348 1,590 2,245 2,900
June 5,136 520 3,041 . 1,375 2,248 2,700
A July 3,356 625 3,560 2,625 1,822 | 2,38‘5
; August 5,094 1,475 2,895 2,660 2,549 3,100
September 3,186 2,052 3,201 3,310 2,157 3,100
October 4,004 1,356 2,875 l' 3,042 1,574 2,100
, November 4,141 4,250 2,586 2,690 1,792 3,775
December 2,535 1,000 2,747 zjg{grmm QW[M:@:r !
51,152 12,033 36,402 26,807 25, 403UC13AVBT0
Accum. Total 190,506  --- 226, 908 Y i Tihed

g oh h e S N oty . P P BT ke @ 4 s e
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Page 2
Production History

Sunray N, M, State "I" - Well #1

' 1962 1963 1964
| OIL WATER OIL WATER __ OIL WATER .
January 2,637 4,400 1,419 4,000 1,550 3,100
February 1,909 2,780 1,411 4,000 1,037 2,600
March 2,453 3,300 1,817 4,000 1,195 3,100
April 1,570 2,700 100 600 1,088 3,100
May 2,100 3,985 1,403 600 687 2,500
June 1,392 3,850 1,269 3,600 908 3,500
July 1,916 4,500 1,280 3,600 865 3,500
August 1,587 4,500 939 600 1,008 3,500
September 1,789 4,500 1,447 3,456 1,004 3,500
October 2,170 4,500 1,319 2,800 651 3, 800
November 1,978 4,250 1,045 2,600 878 3,650
December 1,282 4,500 1,019 2,500 831 3,650
22,783 47,765 14,468 32, 356 11,702 39, 500
Accum. Total 315,094  --- 329, 562 - 341,264 o
1965 1966 1967
OIL WATER OIL WATER _ OIL WATER
Janvary 575 2,600 546 2,800 39 600
February 557 2,500 180 12, 000 399 1,500
March 799 3, 500 447 31,000 473 2,000
April 532 3,500 429 1,875 251 1,700
May 490 3,500 419 3,100 253 1,900
June 454 3,100 442 3,500 117 1,250
July 381 3,000 326 3,350 - -
August 409 3,000 223 1,500 ---
 September 333 2,600 209 1,500 - .-
October 298 3,100 545 3,200 -
November 324 30,000 124 600 - -
December 384 2,500 212 1,500 - -
5,536 62,900 1,102 65,925 1,532 8,950
Accum, Total 346,800 - 350, 902 - 352,434 .
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PRODUCTION HISTORY
HUMBLE N, M. STATE "AM"
WELL #1-A-11-10-33
BBLS. PER MONTH

1956 1957 1958
: OlIlL, WATER OIL WATER OIL WATER

. January - --- 1,160 10, 440 1, 349 I

February 690 -——- 1,095 9, 855 1,272 _———

March 792 .- 1,088 9,792 1,760 —--

April 1,852 7,891 810 7,290 | 1,954 ———

May 2,092 --- 990 8,910 2,014 ——-

June 1,668 -——- 972 8, 748 2,091 -

July 1,411 10, 339 770 6,930 2,491 R
"August 970 10,580 749 8,541 2,455 -

September 1,029 --- 970 - 2,364 -———

October 1,041 - 978 3,467 2,457 -

November 899 --- 1,172 4,155 2,318 -

December 1,032 9,288 1,097 4,388 2,461 -

13,430 - ’ 12,051 - 24,986 - 1
1959 1960 1967
, OIL WATER OIL WATER OIL WATER

January 2,262 -——- 1,317 14,400

February 1,578 - 1,004 11, 546 ,
March 932 - 1,154 | 6,059
April 1,754 D 573 5,790 - |
May 1,746 e 563 5,693 Midwestre-entered well .

‘ and re-completed insame

June 922 -—-- 497 5,025 producing zone, 3
July 953 .- 247 2,497 5
August 1,156 ——- 300 4,745 18,260

September 1,274 3,445 Plugged & Abandoned ©»234 5,050 (est.) .
October 1,246 138 5,753 4,660 | :
November 1,089 121 6,341 5,136 |

December 1,004 11, 546
15,716 .- 5, 355 -

BEFORE EXAMINER NUTTER|
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.~ PP=2 (8-37539 Sur)
Lea County, New Mexico

- .-

0}

-

ASSIGNMENT OF LEASE

STATE OF NEW MEXICO )
) SS.
COUNTY OF LEA )

The undersigned, herein referred to as "Assignor,’ whether one or wore,
for and in consideration of the sum of TEN DOLLARS ($10.00) and other good
and valuable consideration in hand paid, the receipt and sufficiency of which are
hereby acknowledged, does hereby grant, bargain, sell, assign, transfer, set -
over and convey, without warranty of title, either express or implied, unto
Midwest 0il Corporation, Assignee herein, and to its representatives, successors:
and assigns of such Assignee, all of Assignor's right, title and interxest in
and to that certain Business Lease No. 3 BL-388 dated November 18, 1963, made
and entered into by and between The State of New Mexico, as Lessor, and SUNRAY
DX OIL COMPANY, as Lessee, covering the following described land situated in
Lea County, New Mexico: |
, E/2NW/4 of Section 36, T-9-S, R-33-E, N.M.P.M., Lea County, New Mexico
§ ' beginning at a point South 1832,42 feet, and East 1832,42 feet from the
‘Section corner common to Sections 26,25,35 and 36, T-9-S, R-33-E, N.M.P.M.,
Lea County, New Mexico: Thence East 295.16 feet, thence South 295.16feet;j
g ' Thence West 295.16 feet; thence North 295.16 feet to the point of beginning, .

containing 2.0 acres, more or less.

IN WITNESS WHEREOF, the foregoing instrument is executed on this the Sﬁftzgl

day of (3 Q/QZLNJ ’ 1967.

! i
H

SUNRAY DX OIL COMPANY

; - : -
s ’7/ y
.,_f,; . BY= : //’A// 10/1, A){,{)‘ /’@/A“ AP ﬁ‘-‘N

Assistant Seczééary . Vice President -~ -Ai{

".-‘\,.

p—
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STATE OF OXLANOYA ) '

) Ss.
COUNTY OF TULSA )
Be it remembered, that on this gls’ff\/ dey of Octoberx, 1967, before
me, the uadersigned, a Notary Public, duly commlscioned, in and for the County
and State afovesaid, personally appeared 210N IIRGOUANRS »

Vice President of Sunvay DX Oil Company, a corporation, who is perscaally kaowm

to me and known to me to be the Vice President of said corporation, acd the sean
person who executed the foregoing instrvument, and ha duly acknowledged the cxecution
of tha sama for and on behalf of and as tho act and deed of said corporation.

In witness wheroeof, I have hercunto set my hand ‘and affixed wmy official

saal the day and year above written.
Qi\mrdﬂ G Comnl

AfNotaﬁy/\ubllc

NS

“‘ U.’.‘_"v“

Commis ion biééé;” .

S [\\.. .

¢
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~~ APPLICATION NO.  C- 400 poaTwys e LASENO,  BL- 328
. BUSINESS LEASE Sheaa
. ) 'l (’" ) . .
THIS INDENTURE, Made and entered into this 1Gth... day of” NowiiiSor  , 19743,
. T T
by and beiween the Stote of New Mexxco, acting by and tarough its. Co.amssxon of Pudlic Lends,
hereinciter colled the Lessor, and Sunxay X GCil Co...oany T
whose post office address is ' {ulsa 2, LiLlanona nereinaiter called
the Lessee | . -
—— : , ‘ SISt LIy
: . : i e
WITNESSETH: . . .
TR 1 Tho Lessor, in consldaranon of tho covanants and agreements of the Lessee
.. hereinafier set forth, has this day leased to the Lessee the h cicinafrer described tract of land

\-“‘

Atral m .

A

s

fotthe sole and only purpose of using the hereinaiter described tract for the gurpose of erecting,
mamtcmmg cwd ooe.ahng a Salt water disposal system
3 - ) (Be Specuxc)

{ 2. TB.e‘ tract of land included in this lease is as follows:

-
-
“
1 ]
.y
o~
Pl
Dc’
L]
bl
-
-
¥

EYNZ, Section 36, Township 9 Sou..‘x Range 33 East
Lea County, New dexico.

Beolnﬁin at & point South 13532.42 fecy, and EZast 1832.42 feet —
frcnm the 5ectlon corner comeon to Sections 26,25, 35 cad 36,

1oxnship 9 South, Range 33 Zast, M.id.P.M., Leu Counv , New uexico:
Thence Lest 295.16 feet, thence Soulh 295,16 feel, Thence West

295, l feet, thnece Noxth 295.16 feet to the point c¢i beginning,
containing 2,0 acres, more oxr less, .

S o e o

(Renewal of BL-139)

3. TO HAVE AND TO HOLD ihe same for the te- of  five years, beginning ot

the date of this'lecse and ending | Movembor 18, 1968 , for wiich Lessee
. agree_s  to pay: 550,00 'Annually in advance., .
4. The Lessze expressly gront to the Lessor a first and prior lien upon oy and

Gi. imorovements and equipment which have been or shall have been pzcced upon ihe above des-
crbed premises during the term of this lease as security for the payment of any due and unpaid

%e..:cis provided for in this lease,

5. Thai the Lessee shall be permitted fo remove any or all improvemenis placed upon
the ‘rcc‘.‘ embvraced in this lease on or before f'ne expiration of this lease, provided thct cll rentals
aeve Seen fully paid. In the event of sale of the land, all authorized improvemenis not so remo.vo-’

sacii o2 cppraised by the Commissioher ond disposed of in the some monner as provaoec by lew in the
cuwe of imgroverments upon grazing leases.  Any improvements placed ugpon the land without the prior
‘ an opprovol of the Lessor shall be decmed unauthorized and become the grogerty ¢f the Lassor.

-

&. This lease shall terminate upon detoult of ony payments due, ugon rmrry (30) clays'
Liice by regas.ercd roil to the Lessce et evidenced by refurn rocenpr unless such defel &
- wired within such thirty (30) day poriod.

7. This lease includes the right to Lessce of ingress and egress to and from sciv
any scrt thereof,

&. Thic icaee is made for the sole use and benefit of Lessee . ,for the exgress purposes
herain (nieaded; that except for the purposos of tms fease, no sub-lcase or UndC."l\.C'c’ {either
weitten 67 verbei) saall be mede by the Lessee - without tho writtan content of the Co...f.\ ssioner

HR!

of Puslic Lerds and any violation of this ag reemonf and understerding will suox_.. rthe
coneuilation, This lease is not assignablo oxcept upon wrmcn aoprovm b/ .nc Camnminie
Public Laads, - . K : ‘




- N/ - * ~
)
9. The Lessce may at any time surrencer and be relicved of any obligetions undar
.hxs fecse by the pcyr"cnf of Ten (510. OO) Dollers %o the Lg.s.o.—, provideq, however, thetcli reas

770+ tals thea due have been fully pcld and tne terms of this lease nave been complicd with, However,

e . ugon such surreader, no part of eny rentals already peid by the Lessce sagil oo refunded,
. 1C. This lease is issued subject to all valid existing rights upon the tract inciuded herein,
/

&

SRy “11. Aoplications for a now lease should be submitted to tha Lessor for consideration ob
_ feast thirty (30} days prior to the expiretion of the term herein.

' o e . . ‘ i . . i . Y.
e e e 12. Lessce is authorized to place thé following described improvements vpoa the
L. .7 laad, the total valuation of which shall in no event exceed $22.700,.00

i
: (]

wignour “the prior written approval of the Lessor, -
..-. - Fence, 1000 bbdl,, sueel ga*vanlzed buﬁ&, “iscellan neous Facilities for
L oxsposal, Sal watexr disposal well with .casing aud »uo;ng

N B i

’ b :'- N
) . H R v B
; . ~
,:. P
' 13, Lessor reserves the right to execute leases on the above land for mining puiposes o .
for. the extrection of pe.roleum, oil, gas, salt, and other mineral depoms therefrom and the right L
to go vpon, explore for, mme, remove and sc;! same. : : "o /
All the terms of %'nis,ogreement shall extend to and bind the successors and assigns of the
_ - parties hereto, o LpmEme e T
Exceuted in duplicate..‘ P
. WITNESS the honds ond scals of the parties aforesaid the day and yeer first above written,
T . T v SUNRAY DX OFD COMPRNE (SEAL)
o THE STATE OF NEW MEXICO L \\LESS..IZ oo
oo o N By AL N R ee s YAt
A L T T K Vico Prosidon®
C . . o ' .‘.-\' ) ) :-‘_._: T e '\:" -. \ .l < )
R R e S e T ISP
Pl 24 . ATT‘"‘: S ‘“t'»
Ll Hs Commss:oncr of ?ubhc Lcmos e : N L
Co * " LCSSO KON Tl e 7 4
. ) ) : B J///Jw '/\.Q-A-W; .
' o Ve ‘ _ Ascichpan S
f . (%
1, | OlL CONSERVATION CCMM! '}N"; - LA

| Clendly ExniBT No.
CASE NO.__ 370§




Pp-2
§-23323, $-37539 Sur.
Lea County, New Mexico

BILL OF SALE

KNOW ALL MEN BY THESE PRESENTS: '

That the undersigned, SUNRAY DX OIL COMPANY, a Delaware Corporation, and designated

.operator, with'an office at 1001 Wilco Building, Midlané; Texas, for and in considera-
g ‘ - tion of TEN DOLLARS'($IQ.6Q) and other good and valuable considerations t; it in hand
paid by Midwest Oil.Corporation, 1500 Wilco Buiiding, Midland, Texas 79701, as'Buyer,.
receipt of which is'hereby acknowledged, does hereby bargain, sell, transfer, and convey

unto said buyer the personal property described on the attached Exhibit U\

It is understood and agreed that the personal property attached and described

herewith as Exhibit "A" is or was used in connection with Seller New Mexico State "I

#1 Well together with the salt water disposal system and is hereby sold pursuant to

the terms and conditions of that certain letter styled "Invitation to Bid" dated July

11, 1967, and certain Letter of Agreement dated September 25, 1967 from seller to buyer.

It is further understood and agreed that buyer accept title to the property
described on Exhibit "A" in its present location and condition and that this sale

and conveyance is made by Sellex without warranty, either express or implied, as to

kY

the title and condition of the property described and attached herewith.
IN WITNESS HEREOF, the undersigned Seller hés»Signed and sealed this instrument

on the &S TH/ day of October, 1967, but effective October 1, 1967. -

SUNRAY DX OIL COMPANY

| S
.1/7ig¢4141«£1 é§%§i¢4lxé224349(,} By: ~,<:EZZQ*<<ﬁ5§C;a>&¢/“59Tf‘:<;~\~“

5 . ! Assistant Sec v . Vice, President~" . Py

K . . ‘\
RO
ERIC

BEFORE EXAMINER NUTTER

Ol « ONSERVATION C.t MIREIGN
i oy EXHIBIT NO._ 3

CASE NO.__1 /0 >

o
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| e e O Rages
‘:lIOHY‘ 0f MATESML S0A~1906 ) D N .
«EASL OR WARENOUSE . ) DATE /
T - | ;‘:’2:3'9%512! ‘
New Mexico State "I" (TAeE 1-3 : Lea County, Xew Mexico |
o ,__‘_ e . : 1 it . I
DESCRIPTION OF MATERIAL Z| quanTity | uniT PRICE | PER | AMOUNT °| oDisTs. 22:\"\'3 S
. . [e] H . DN ANMT,
. - -
Casing, 13 3/8" OD 48/ KR-40 ST&C . 335" |
cemented to surface | ‘ I
" Casing, 9 5/8" OD 36/ J-55 ST&C 3992°
T cemented to surface . } )
Casing, 7" OD 23#-~26#-29# N-80 9850' |
LT&C - top of cement by temp. b o
survey is 7650' : ‘] - ‘ '
Tubing, 2 3/8" OD 4.70# J-55 EUE 6125"
i Wellhead, 13 3/8" x 9 5/8" x 7" x |.| . 1
2378 P T
: . Rods, 7/8" x 25" Sucker 2025"
Rods, 3/4" x 25' Sucker . 4050"
; s g on : i
. Pump, 2" x 1 1/2" x 24" H.F. -1
Valve, 2" Orbit SE Gate S L1
' Unit, Lufkin A640-DB Air Balanced 10
| .
Engine, Waukesha 135GK0O with IR Cypi 1
30 electric starter .
Treater, 4' x 27'6" National ICP 1
w/3" National dump valves
Platform, Firebox w/4' Stair and 1
.- 4' walk
"~ Separator, 30" x 13' National w/3" 1
, FE Dump Valve .
*_ Tanks, 15'6" x 16" all 1/4'" welded, 2
- cone bottom steel - . ‘
' Walkway, 26" steel tank w/HR . 30'
{ Stairway, 26" x 19' steel tank w/HR 1
. Reguiator, 3" Kimray gas back pres. -1 . .
Fitting, 3" Daniel Orifice 1000# WP 1.
Unit, circulating w/Gould Fig. 1813 1 L ‘ .
. 2 1/2 x 3 pump and Wisconsin ARN| | _ .
\ Gas Engino all on Skids I ’ S .
. Cattleguards, 7' x 16' welded steel | ‘2 L R A
.. Pipe, 2 3/8" OD std. T & C Line " | | 2916 '
. Pipe, 3 1/2" OD std. T & C Line Y066t 4 . b —
o TAKEN 6 ANO COMPANY WITNESSEOD BY ANO COMPANY =

.....




Exhibic "A" o o Page 2
__r‘..“ljo_{\_Y_q:“_-\’ TER {. sox-m\;a e ‘ v_
L:Asi: oA vmn-:ﬁé_usl. . foate i B R
: o 13-30- 67 i
'Sal; thcr Disposal System O L R I * Lea County, Necw Mexico
e e e 1 -«]:,__JL___ S . - [
' 8 ] T Oviz AND (55RT)
DESCRIPTION OF MATERIAL 5 QUANTITY , ’i UNIT PRICE | PER AMOUNT oisTa. CUAN [ L
N . S ! . AN, AN

. Casing, 13 3/8" 44.50 HJAO - cemenled 352° . }
' to surface ‘ ‘

Casing, 8 5/8" 244 J—SS ST&C ' 4031!
. cemented to surface S ‘
Casing; S5 1/2" 17i#f N-80 LT&C - 9850°" "

cemented with 340 sacks )
Tubing, 2 3/8" 4.70# N-80 EUE intexrt 9810!
nally plastic coated '

Wellhead, 13 3/8" » 8 5/8" x 5 1/2" !
: x:2 3/8" . i )
Valve, 2"1ﬁ0A3000# WP FE Gate ' | 2
_Filter, National 5' x 6°' 404 WP 1
: welded steel #F-540 |
Valve, 4" F.E. Dump lever Opera*ed 1.
Pipe, 4" Thinwall cement lined ; ; 5031
gﬁéker,_s 1/2" Baker Model R 1
A,
A

TAKEN DY ANO COMPANY WIYKRESSED DY AHNO COMPANY

/
\




L. 8738

SALT WATER DISPOSAL LEASE

This AGREEMENT made and entered into this llth day of September, 1967,
by and between the owners of interests in the surface estate in the land herein- |

after described, who executa this instrument hereinafter called LESSOR, and

MIDWEST OIL CORPORATION, hereinafter called LESSEE.

WITNESSETH:

That Lessor, for and in consideration of the sum of Ten and No/100
Dollars ($10.00) cash and other good and sufficient ‘consideration, in hand
paid receipt of which is hereby acknowledged, hereby grants, leases and lets
exclusively unto Lessee, its representatives and assigns, for the purpose of
using as a salt water disposal well and facility that certain well located
1980' from the west line and 660' from the south line of Section 36, T-9-S,

ﬁ-33-E, Lea County, New Mexico, together with 2,06 acres of land in the form

of a square centered around said well which is necessary and required for the i
proper maintenance and operation ¢f same as a salt water disposal facility.

Said 2.06 acrés being more fully described by metes and bounds on the plat

attached hereto as Exhibit "A",

Lessor further grants Midwest 0il Corporation, all rights of ingress and
egress to said salt water disposal well and facility hereinabove described together
with the right to lay, maintain, replace and take up pipe lines, conduits aud other
facilities thereon for transporting salt water, basic sediment and similar petroleum
refuse over and across said area,

This lease shall be for a term of five (5) years from this date and as
long thereafter as said salt water disposal well is used as a place for disposal
and retention of salt water and similar substances hereuntder. Thereafter, non-use
by Lessee for a period of six (6).successive months shall automatically terminate
.rights granted hereunder,

As additional consideration for granting this lease, Lessee agrees
to pay Lessor $100.00 per year in advance for cach year Lessee maintains this

lease in force beyond the five (5) year primary term provided for above.

BOOK 265 PAGE 967
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It is recognized that from time to time, in case of emergency, it may
be necessary to haul salt water and similar petroleum refuse to sald salt water
disposal well by means of trucks, however, Lessee agrees with Lessor that except
in such emergency clrcumstances, Lessee shall transport gald salt water and refuse
to the saltvwater disposal facility by means of pipe lines and conduits,

Lessee agrees to operate and maintain said salt water disposal well and
facility in accordance with the rules and regulations of the Hew Mexico ¢il Con-
cervation Commission or other authority having jurisdiction thereof. Lessee
further agrees that it will indemnify and hold Lessor harmless from any and all
claims, suits or causes of action asserted against Lessor due to or arising from
lLessee's use of said well as a salt water disposal facility.

Lessee shall have the right at any time during or after the expiration
of this lease to remove‘all property and fixtures placed by Lessee on sald land
including the right to draw and remove all casing,

Upon termination of this lease, this sait water disposal well herein-
above described shall be plugged and abandoned by Lessee, its successors and
assigns, 1in accordance with the rules and regulations of the New Mexico 0il Con-
servation Commission.

‘ All provisions of this lease shall inure to the benefit of'and be
binding upon the parties hereto, their heirs, administrators, executors and
assigns,

IN WITNESS WHEREOF, this instrument is executed the day and year first

written above,

S DY S -

A, C, AINSWORTH

A\

Z e /// //(// Lt 7/

FAYE 0. AINSWORTH

’ S A 7
I~ STATE OF - (,n_'..‘::L oo X
T e
COUNTY A I N X

,The. foregoing instrument was acknowledged before me this llth day of September,
1967 by A, C Ainsworth and wife Faye 0. Ainsworth, :

\ ‘ .
3 . ,’ ‘r'.

‘;/.‘ ’I) ’,'. . ,
LML DD KL/ » - U A I et

Notary Public. /s o>u,f 77 - 7 &

.

My Commission Explires: Diccoen L7 08 4




EXHIZIT A"
SALT WATER DISPOSAL AGREFMENT
September |, 1967
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STATE OF NEW MEXICO | o
COUNTY OF LEA 2.06 acre tract oui of
FILED SW/4 Sec. 36, T-9-3,
(] e
- R-33-E, Lec Couniy
SEP 251067 © .., teo
: “New Mexico.
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EASEMENT
PIPE LINE
TEXAS AND NEW MEXICO

KNOW ALL MEN BY THESE PRESENTS:
That the undersigned, A. C. Ainsworth and wife Faye 0. Ainsworth, Exalee Ainsworth

Howard and husband Elza Howard
hereinafter called "GRANTOR'" (whether one or more), for and in consideration of the sum

- of § 10,00 , in hand pafid by MIDWEST OIL CORPORATION, a corporation organized un-

der the laws of the State of Nevada, herelnafter called '"GRANTEE," the recelipt whereof Ls
hereby acknowledged, does hereby grant and convey unto sald GRANTEE, its successors and .
asslgns, the right of way from time to tiwme to lay, construct, reconstruct, replace, rc~
new, operate, maintain, repair, change the size of, and remove pipes and pipe lines for
the transportation of oll, petroleum or any of its products, gas, water, and other sub-
stances, or any thereof, over, through, upon, undex, and across the following described

~ land situated in the County of Lea » State of New Mexico , to=wit:
Section 19: T-9-S, R-34-E
Section 25: T-9-S, R-33-E
Section 30: T-9-S, R-34-E
Section 36: T-9-5, R-33-E

together with the right to install, operate, maintain and remove upon and from sald

premises any and all equipment oxr other appurtenances necessary thereto.

Together with the right of ingress and egress to and from sald pipe line or lines or
any of them for the purposes aforesald. GRANTOR reserves the right to use and fully enjoy
the above described premises, except as to the rights herxreinabove granted, and GRANTEE

" hereby agrees to pay any damages which may arise to crops, livestock, fences, buildings,

' or timber of GRANTOR from the exercise of the rights herein granted, sald damages, 1f not

‘mutually agreed uponr, to be ascertained and determined by three disinterested persons, one

to be appointed by GRANTQR, one by GRANIEE, and the third by the two 8o appointed, and the

. avard of such three persons, or any two of them, to be final and conclusive, The costs of

such arbitration shall be borne equally by GRANTOR and GRANTEE,

Should more than one pipe line be laid under this grant, at any time, an additional
consideration of $_2.00 per rod shall be paid for each line so laid after the .-

first line.

Each pipe line laid under this grant shall be lalid upon a route selected by GRANTEE,

" its successors or assigns, and shall, when requested by GRANTOR, be buried to such depth’

_éxunvﬁllvy} ‘\ifaﬂyQ/b An>}?ftﬁv,,‘,_ - (,;7/ L

as ncot to interfere with the ordinary cultivation of said land.

TO HAVE AND TH HOLD sald easement, righta, and rights of way unto uRANT“h ita suc=
cessoxrs and assigns, forever, .

THIS AGREEMENT shall be binding upon the heirs, executors, administrators, and as-

‘... --signs of the parties hereto, and embodies the entire agreement between said parties, in-
";..cluding the consideration paid or to be paid therefor. :

IN WITNESS WHEREOF, . GRANTOR has executed this instrument this 1lth day of

September " 19 67 ;
sl
/4257,(/\ L_//ﬁj;,( . ﬂ/\”swfcﬁﬁ/

acafkwA C. Ainsworth

,—//14&4[(/ ”/,,‘, e u.‘)\;'//

o
e ' -~ . Exalee Aineworth Howard

Y as Ly

rUrA-aa S 20 Taauma v o

R : ‘Elzd’){oward 4

. e P .t
N FORE R ,

A ST ) ' . ’ .
L Lo, ' . .




s;mTE OF g X...

:’ Peounty OF Nl s X

: *g The foregoing instrument was acknowledged before me this 1llth day of September,

1967, by A.{C{ Ainsworth and wife Faye 0. Ailnsworth,

RSP XL A N
y o/ , 74 \ ////V‘/ru, Q Ny iy
d Notary Public . C\;‘ —_
/La(,w et /éln [ 2 -Ig 2 SR é
j/C (..47’ 7’:&«/' &S

X

The foregoxng instrument was acknowledged before me this 1llth day of September,
’51967 by Exalee Ainsworth Howard and husband Elza Howard.

I N \ ~
N : PR -
. ~(\O( JaetN

M / vy i ot/-.v Lrv‘—».l/‘wvc_, ey o
/7 ~W // VA Cees (/)/&mu,u 5 ﬁzf//nm/

) e ( Notafy Pub11c ~
j '/ (}'-t/éﬁ'[ GM(.- Lv/
Lk Lot (g

> ooy /c/«"‘/‘ a4 /




WELL HISTORY
Skelly-Hobbs 1-G
(Sunray Lane SWD #1)

The well was drilled by Skelly Oil Company in May, 1957 . Surface casing, 13 3/8" was
set at 352' and cemented with 360 sax. Intermediate casing, g 5/8", was set at 4029°
and cemented with 1900 sax. It was drilled to a total depth of 9865°, tested dry, and

was abandoned.
1

Morris Antweil re-entered the well, ran 5 1/2" casing to 9857', completed the well in
the Wolfcamp (Bough “ Cc") from 9681-84', and produced it for a short period of time.

Production was reported 100% water.

Sunray purchased the well from Antweil in 1953. The Wolfcamp (Bough " C") perforations
9681-84"' were squeezed with 50 sax cement to 7000 PSI. Drilled out pelow casing shoe
from 9857* to 9867". perforated casing 9834-50. Began water injection into Cisco Penn
(Bough "F") interval 9834-67' in February, 1959. Disposed of water from Sunray's State
ui» and "F" leases until May, 1966. Cumulative injection is 1,089,500 BW. The last
average daily rate was 400 BWPD on vacuumi. A Baker model R packer is set at 9776’

on 2 3/8" plastic coated tubing and annulus is loaded with treated water to prevent
corrosion. The Oil Conservation Commission granted permission for water disposal on

November 5, 1958 by Order R-1278.

BEFORE EXAMINER NUTTER

Cll. CONSERVATION Ci #MISSION

P

%Exmen NO. _ %Y
CASE NO. 2705




Cofr 260 <574 96 B/

WELL HISTORY

”"( Ve s Sunray State "I" Well No. 1
\/ /1'_ e (MOC Ainswprth State #1 SWD)
Y
\' /) L '(;<J
Initial Completion: ;}7’{;

Dual Completed in July, 1956
Wolfcamp (Bough "C") 9647-—60'/1/PF 300 BO/24 hrs., 16/64" choke. TP 600 PSI, GOR 500.

Cisco Penn (Bough "F") 9784-9810. IPF 280 BO/24 hrs., 16/64" choke. TP 580 PSI, GOR 485

Workover:
April, 1963

Squeezed Wolfcamp (Bough " C") perfs 3647-60 with 50 sax to 9000 PSI.

ﬁl

Ran tubing, pump and rods to 6158'. Continued pu
June, 1967.

mping Cisco Penn (Bough "F") until’

-u’”_%?\ww_/w \iz"’/p;“:-,; P 54’% (77 2 :’7
,lF:, Rara % o ’/(c ‘/d sy s ‘J’//‘ S ' é’/ Q/ 7
ot ts UGBS cep. ¢ s /7/«/ /& ZVZ

REO iy, doy,

/ =44 e Ry
/,

Ny AeETe o ﬁ/f/// / e
(;)‘/4:{} :}‘m?}oo ‘ %37 445'0 e Y95 /Zcéffmg?
/<Q< ;'\,0\\0\ BSIE o
AT
\V ,1,&": 9 D
2 .“‘;..\)7 ‘

Al BEFORE EXAMINER NUTTER

OlL 1 INFERVATION COMMISSION.
Q“Q EXHIBIT NO. &

CASE NO.__J s Va9




MIDWEST OIL CORPORATION
Ainsworth State SWD No.i

LEA COUNTY, NEW MEXICO

Etevation 4275'G.L.

A 3/8" Casing ot 345°
Cement ~ 325 sxs
Top Cement - Cire.

‘ k 9 5/8" Casing ot 3992°
Cement - 1500 sxs ,
Top Cement - 2120

BEFORE EXAMINER NUTTER

OIL CLIAERVATION C.. ins 551N
pale' EXHIBIT NO,

CASE NO.___ 3905

!
i
g
!
}

Perf 9647'- 9660’
Squeezed - 60 sas

"t

Wolfcamp (Bough C°) Zone
'

,.
T

Guibsrson Packer of 9750°

2 AW Proctin Lined Tubing !

Pert 9784'- 9810
Penn. Bough "F" Zone

PBTD 9825°

7" Casing at 9549’
Cement - 500 sxs
Top Cemant 7650’




INJECTION RATES
AINSWORTH STATE SWD i1

RICE'S DISPOSAL SYSTEM, SOUTHIAND MIDDLE IANE AREA;

Rice is currently injecting about 3000 BWPD into a Devonian well on vacuum. The well
is capable of injecting in excess of 7000 BWPD on vacuum. Cunulative injection to
10-1-67 is 2,079,413 BW,

MIDWEST'S DISPOSAL WELL, NONOMBRE FIELD:

Midwest is currently injecting about 650 BWPD into a Penn (Bough "B") well on vacuum,
The well is capable of injecting about 1000 BWPD on vacuum, Cumulative injection to
10-1-67 is 234,749. o N

SPF PPN R
SUNRAY'S ( now Midwest) LANE SWD #1, LANE FIELD: / re .

Sunray disposed of 1,089,500 BW into the Bough "F" Zone in the Lane SWD #1. The
last average injection rate was 400 BWPD on vacuum. A recent injection rate test in-
dicates that the well will take water at satisfactory rates. A plot of injection rate
versus pressure is attached. { Z¢ /f)

MIDWEST'S AINSWORTH STATE SWD #1, LANE FIELD:

Based on the above data, Midwest expects to be able to dispose of about 1000 BWPD on
vacuum and possible 3000 BWPD at 2000 PSI on the Ainsworth State SWD #1 for a limited
period of time. The Lane SWD #1, formerly Sunray's well, is expected to inject a similar
amount,

Because of the unknowns involved, particularly the number of wells in the system and
the volume of water for disposal, Midwest's plans for injection are indefinite. Initially
we will dispose of water into one well on vacuum and as volumes increase, both wells
will be used on vacuum. Pumps may be installed and injection continued into the Bough
"F" if there are not many wells in the system and the volume of water-is small. If we
are successful in getting a large number of wells committed to the system, we intend to
request permission to dispose of water into the Devonian and will deepen the Ainsworth

State SWD 41 to the Devonian.

BEFORE EXAMINER NUTTER
CIL CONSERVATION €. o 55 17N
Ll EXHIBIT NO. /O
CASE NO.___ 2705
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VADA PENN SWD SYSTEM
DISPOSAL WELL COSTS

PURCHASE OF TWO WELLS $19,8d0.
LESS SALVAGE , $11,800.
COST OF BOUGH "F" DISPOSAL WELLS 88,000,
DEEPEN AINSWORTH STATE SWD #1 TO DEVONIAN $90, 000,
COST OF DEVONIAN DISPOSAL WELL $98,000.
DRILL DISPOSAL WELL TO BOUGH "F", 9800' $120,000.
DRILL DISPOSAL WEILL TO DEVONIAN, 12,700’ $195,000.

BEFORE EXAMINER NUTTER
Ol TONSERVATION Coater 173N
(ar . EXHIBIT NO. /2
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VADA PENNSLYVANIAN POOL
PRODUCTION HISTORY

[

. SEPT.

WELL Qct. Nov. Dec. Jan. Feb. Mar. Apr. May June - July Aug. Sept. Cum. PROD/DAY
Midwest Pruitt No. 1 O 4,700 6,565 5,668 6,801 6,025 8,412 7,152 mbww. 4,873 8,166 5,660 5,372 76,367 179
C.20,95,34E W 11,313 9,900 8,502 10,201 9,037 12,156 10,318 13,761 2,924 4,900 3,396 3,223 99,631 113
Midwest Pruitt No., 2 O 1,373 2,725 1,904 2,524 1,886 1,050 11,462 35
M,17,98,34E w 4190 813 571 757 560 315 3,432 19
Midwest Pruitt A No. 1 ) 6,925 6,244 6,944 6 959 27,072 232
¢,17,8S8,34E w 2,978 2,123 2,361 2,366 9,828 79
Midwest Pruitt A No. 2 O

6,944 6,959 13,903 232

G,17,9S,34E W 1,667 1,670 3,337 56
Cabot Pruitt No. 1 e} 1,055 5,535 3,172 4,303 3,837 4,858 5,010 5,317 33,087 175
B,20,98,34E W 7,000 7,600 4,028 5,921 5,282 6,572 6,138 9,300 51,851 310
Ralph Lowe State D No. 1 Q 2,196 5,762 7,958 192
L,16,9S8,34E w 2,000 4,800 6,800 160
Ralph Lowe State D No. 2 O 3,119 3,118 104
E,16,98,34E w 2,100 2,100 70
TOTAL O. 4,700 6,565 5,668 6,801 7,080 13,947 11,697 14,001 17,539 21,792 28,640 34,539 1152

w 11,313 8,700 8,502 10,03716,037 19,756 14,756 20,495 11,755 14,352 16,128 23,774 807
CUMUILATIVE O 4,700 11,265 16,933 23,734 30,814 44,761 56,458 ..wo\&ww 87,998 How\wmo 138,430 172,869

W 11,313 21,013 29,515 39,716 55,753 75,509 90,265 110,760 122,515 136,867 152,995 176,769
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FORM LR 4

Ccmponyjjzz‘/lu&dzé_w%aﬁj_ Farm 7/@@{751_ ﬁ/’*/{ Well No._Z____

Location

L s ..._-:.: .—Arv"—'lj‘r‘

L OP e
i mlr.‘l”“ "Q' [Dci)ﬁ‘g

Byron Jackson Inc.

7

SUBJECT:
DEPTH:
FORMATION:

County. Stotem Date£ 2 /¥4°L7

‘Pool 7/ dLJZ{) 4_/09//

Date Sampled 2244/~ 7 Submitted by

RADICAL PARTS PER MILLION £GUIVALENTS PER MILLION PER CENT
SODIUM Qé,éil )/ 7. 25— 237 <?O
CALCIUM T : 7. 85
MAGNESIUM 4 GAS A 77, .35
/ b6 &0 ! 36 48

CHLORIDE

SULPHATE 54/‘00{ /E2S.62

BICARBONATE Lo .2 ¢

29 o 79

PRIMARY SALINITY:
SECONDARY SALINITY:

SECONOARY ALKALINITY:

Generat Remarks:

LAB., NO

DISTRICT. .

ANALYZED BY.

SPECIFIC GRAVITY; 1+ @7/ <4860

pH: 7/0

Principal. CONSTITUENTS

REACTING VALUE

7*5.‘1 @ ¢ PER GENY TOTAL READTING VALUK
PR CENT TOTAL READTING VALUE

PER CENT TOTAL REAQTING VALUE
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Slgnod
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STATE OF NEW MEXICO
STATE ENGINEER OFFICE | A
ROSWELL i

S, E. REYNOL.DS ADDRESS CORRESPONDENCE TO3 5
STATE ENGINEER P. 0. BOX 1717

- December 14’ 1967 ROSWELL, NEW MEXICO :

i

Mr. John Pulte

Midwest 0il Corporation
1500 Wilco Building
Midland, Texas

Dear Mr. Pulte:

Reference is made to our telephone conversation of December 12 concerning
Midwest's plans to dispose of waste salt water by injecting it into the
Penusylvanian formation. It is my understanding that the 13-3/8-inch
surface casing was set at 345 feet below land surface and cement was
circulated and further that injection will be through tubing with a
packer set at 9750 feet in casing with perforations between 9784 and 9810
feet. The well is located in Section 36, Township 9 South, Range 36 East,
NMPM.

We do not have available water well logs in the immediate area but have
knowledge of several stock wells drawing water from a relatively shallow

depth.

Based upen the above understanding of the well comnstruction, ‘it appears
that no threat of contamination to the fresh waters which may exist in
the area will occur.

Very’truly yours,

Dlstrlct Superv1sor

FHH*td
cc: Mr. D, E. Gray
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