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MR. STAMETS: Call next case. Caae 6035,

MS. TESCHENDORF: Case 6035, application of Southern
Union Supply Company for compulsorv pooling, Lea County,

New Mexico.

MR. STAMETS: Call for appearances in this case?

MR. CATON: Byron Caton, Tansey, Rosebrough, Roberts
& Gerding, Farmington, fqr Southern Union Supply Company.

MR. STEVENS: Don Stevens, attorney in Santa Pe,
representing Latham and Barton.

Mr. Examiner, Latham and Barton have the two next
cases which are in direct opposition to the case at hand.
We would suggest or ask that perhaps that the Commiesion might%
wish to consolidate these cases for the purpose of the hearing,
only, or in the alternative if you don't wish to so consolidati
them we might propose that our direct evidence in our two
cases be considered in opposition to the cese at hand.

MR. STAMETS: 1Is there any obje :tion to consolida
these three cases?

MR. CATON: We have no objection -- we suggested it.

MR, STAMETS: Okay. Let's call Case 6017 and 60136,
please.

MS. TESCHENDORF: Case 6017, application of E. L.
Latham, Jr., and Roy G. Barton, Jr.. for comoulanry nonlina,
Lea County, New Mexico.

Case 6036, application of E. L., Latham, Jr., and
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Roy G. Barton, Jr., for compulsory pooling of a standard or

a non-standard oil proration unit and an unorthodox location,

or in the alternative, forty acre spacing, Lea County, New
Mexico.
MR.

STAMETS: These cases will be consolidated

and separate orders may be issued or perhaps one order will

suffice. That, I am sure, will make itself known.
MR, CATON: I have two witnesses I would like to
ﬂhave sworn.
MR. STAMETS: Will all of those who will be witnesse»;%f

in this case please stand and be sworn at this time?
(THEREUPON, the witnesses were sworn.)

MR, CATON: Mr. Examiner, we will be introducing
dtestimony regarding Case Number 6035 and in accordance with
counsel's suggestion we would ask that this testimony be
considered in opposition as to the other cases which have

bean consolidatad.

ROY SHIROCK

was called as a witness by the applicant, and having been

first duly sworn, testified upon his oath as follows:

TITODAM U AVTAYTA M T ALy
s I b BIASMIARATAL LAWY

BY MR. CATON:

0. Would you state your name, please?
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s[Jhas been filed in thias matter?

131’this forced pooling application that we are asking for on the

A Rov Shirock and T am Chiaf ceclogiet for Scutharn
Union Gas Company, Dallas, Texas.

1) Mr. Shirock, have you testified before the 0il
and Gas Commission previously?

A Yaes, I have.

Q Is your job involved, now, with Southern Uaion

Supply Company, directly involved with the application that

A Yes.
@ Are vou generally familiar with the field in which
this application is made?

A I am familiar area, the periphery of the area, of

north half of the northeast quarter of Section 30, Township
9 South, Range 33 East.
MR. CATON: I would ask that Mr. Shirock's
qualifications be accepted.
MR. STAMETS: They are.
Q (Mr. Caton continuing.) Mr., Shirock, can you tell
the Examiner what it is that Southern Union Supply Company

wants in this case?

A Southern Union Supply Company is seeking compulsory

Donl’ ~ "1 ftha naveh half€ o8 b= o by

r he uay ter of Section

4]
*
rr
-
aQ
'Y
4]
rh
R

30, Township 9 South, Range 33 East, Lea County, New #exico,

and to ask for a standard lccation on this particular eighty-




Page 1

-

L tiie lucation of six hundred tfeat trom
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2 | the north line and eighteen hundred and fifty feet from the

3 || east line.

4 Also, as are asking for to be considered on the

5 | cost of Arilling and the completing of this well and also

6 | we are asking for a risk factor of two hundred percent and

7 | also we are asking for one thousand dollars per month over-
8 | head expense for drilling a well and we are askinag for

g fi one hundred dollﬁrs per month for administrative overhead to

10 | take care of this well.

2
o - -3
§ 8
3=
i £2a n Q All right, thank you. Now, counsel, would you
= uz.a
§i§§§ 12 }agree that mutual attempts to pool have been made in these
=
X AD F
£:.38 13 || cases? 3
= 385 -
o= & !
'§§z°_£ 14 MR. STEVENS: That is so stipulated.
.. 3 :
E o -
- g 15 o (Mr., Caton continuing.) Mr. Shircck, would you 3
®w O ‘ :
a

16 || refer to Exhibit One through Four -- are all of these exhibits
17 || prepared under your supervision and direction or by you?

18 A They are.

19 Q Do these exhibits directly relate to your opinion

20 | a8 to the proper location of this particular well site?

21 A They do.
22 0. Would you refer to Exhibit One and tell the hearing
» 25 officer what that is?

24 A Exhibit One ir a structurs map contoured on top of

25 || the Pl zone or the Slaughter porosity. This map was
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contoured on an interval of tean faat and +the =22l: of this
map is one inch equals one thousand feet.

Q Now, would you identify for the hearing officer the
area for which we seek pooling, please?

A We seek pooiing -- it is designated on this map by
Llie hasilered arsa of tne north half of the northeast quarter
of Section 30. It is so labeled as a pocling unit.

Q Now, would you identify the location of the well
site within that pooling unit, please?

A The location is six hundred feet from the north
line and eighteen hundred and fifty feet from the east
line.

All right. Is that a standard location?

A Yes, sir, that is a standard location according
to the field rules of the Flying M Field which so designates
the northeast -- excuse me -- the northwest or the southeast
quarter-quarter section as a drilling unit on eighty acre
spacing.

Q All right. The standard acreage is eighty acres?

A That's correct.

Q In that field?

A That's correct.

Q All right, Yow, Mr, Shirock, would you describe
Exhibit One and tell the Examiner what you find significant

in that particular exhibit?
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2 lon top of the Slaughter porosity zone. It is contoured on
3 | ten foot intervals.

a This particular map shows an east-wast trending
5‘ nose through the pooling unit with some closure. This

5 i ®2et-west nosing has a structure znomaly on it and the dip
; | rate in this particular field in the area that we mapped

g | here has a dip to the east of about one hundred and twenty

_g ‘; 10 Q Now, what is the significance of that structure?
2§§ " A It i3 @y opinion that the significance of this
a §§§ 12 | structure shows that the north half of the northwest quarter
S as=on
Q830
Egig 13! of Section 30 has similar geological characteristics and
£ 5T
- Bigé ja | for this reason I believe that the north half should be
S sd
0
_ E § 15 | pooled together for a well at a standard location.
L]
§ 16 Q All right. Stepping down on the same exhibit, Mr,

17 {| Shirock, would you state vour opinion as to whether the

ia || structure in the south half would be structurally similar?

19 A Yes, I do. The south half of the northeast guarter
20 || ©f Section 30 would have similar geological characteristics.
2 Q Now, Mr. Shirock, would you tell the Hearing Examine

22 || what other wells Southern Union Supply has in this immediate ;
23 || area?

24 A Southern Union Supply Company owns Section 19. 1It's

25 || & state lease. We drilled a number -- Southern Union Supply
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Ouemma Chmd o ~B =) RN
1 b Company No, 1, Susco State of 7/7, il

118 year, and it was
2 || completed as a San Andres produce: .

3 Last week we completed -~ we set pipe on the

4 || Susco No. 2, which is located nineteen eighty from the south anll f’
5 || nineteen eighty from the east line of Section 19. Both
6 | of these wells are drilled on a standard location.

7 0 We plan a conservative approach in developing our

g | acreage out in the area by developwent in eighty acre spacing

g | on standard locations and »ur next location that we have

- 2
% § 10 | determined would ke the re-entry ¢! the BTA 0il Production
%
iggs 11 | No. 2, PMS, which is located approximately nineteen eighty
'E gig 12 | from the west line and six hundred and sixty feet from the _
% °§:§§ 13 H south line of Section 19.
- gé%é ié @ And your re-entry, what do you plan to do in terms
. §°§ 15 || of completion, at what level?
B § 16 A The San Andres, we plan t0 re-enter that well and

17 | also log it and if the logs gshow that a completion attempt
ig || 18 neceesary at that time wa will try to complete that wall
19 || in the San Andres zone =~ the San Andres~Slaughter 2zone.

20 o All right. Does Southesn Union Supply Company have

]

21 || any interest in the land to the south of your proposed pooling 5

23 A You are talking about the north half?
24 Q Yes,
25 A Yes, we have approximately £ifty percent of the
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1} All right. Now, can you describe from the structure
map the other wells that are in the immediate vicinity
of Susco's proposed vall?
A Would you ==
Q Would you describe the other wells that are in the
immediate vicinity that are not Susco's wells?
A The other wells that are drilled in the fusiediate
vicinity in Section 29, are the No. 1, No. 2, No. 3, and
No. 4, McGuffin of Coastal States. Also, the No. 1, Nancy
Troxy and the No. 1, Flying M, and the No. 2, Nancy Trow,
those wells are drilled in Section 29.
In Section 30, the Saxon 0il Company has the No, 1,
Gregqg Dodd, which is located in the northwest of the southeast
quarter section of Section 30. Also, Section 30, Shell
drilled a No. 1, Richardson and the No. 2, Richardson, which
the number one did produce from the San Andres fpr a short
time and it is now plugged and abandoned.
The No. 2, Richardson was a dry hole to the Bo
Sea.
The Union Texas No. 1, McGuffin was drilled to the
Bo Sea =-- completed in the Bo Sea.
e Mr. Shirock can vou stata as to whathar the welle
that you have described are all drilled -~ original wells,

have all been drilled on standard locations?




1 A Yar,. thay hava hean,

2 G Are there any exceptions to that?

3 A Yes, sir, the No. 2, McGuffin was drilled on an
4 | unorthodox location and approved by the New Mexico 0il

5 | Commission.

6 MR. STAMETS: That's the well drilled in the south

7 iquartor of the northwest quarter of Section 29?

8 A That's correct.

9 Qe (Mr. Caton continuing.) There is an order of the

n MR. STAMETS: Well, as long as we are right there,

New Mexico 87501

982-9212

10 f] Commission?

8
23
§§§ 12§ I am kind of confused on this. It is supposed to be eighty
€48
.E§3§ 13 [ acre spacing and yet in Section 29 I see a well on every
- @O 2
‘g §%£ 14 | forty with the exception of the southwest of the southwest?
833
~ o s 15 A Well, after reading many locations in the area
e 3
] 16 | the standard location was drilled first and they were all

17 }| approved and at that time you can drill the other locations

19 || is counted on one eighty acre spacing.

20 MR. STAMETS: ' So, what we have is infill wells

21 {drilled in Section 29 in the southeast and the south half

22 || of the southwest of Section 20? ;

ada € 1% . e remmaailea oo
23 MR. CATON. Witk &£ha sxcopiiin ©f thes o GRoTLhoUoR

24 || location,

25 A They were all drilled at standard locations, first.
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MR, STAMETS: Okay.

A Even in Section 20 the Arco was drilled first at
a standard location.

Q (Mr. Caton continuing.) Mr. Shirock, would you tell
the Examiner what your conclusions -- what conclusions you
would draw from Exhibit One as Susco'’s lccation of its
well?

A My conclupionvis that pooling of the north half
of the northwest quarter would be applicable because it has
similar structural conditions and also it would protect the
correlative rights of the people in that particular eighty
acre tract.

o Would, in your opinion, would that well location
drain that entire eighty acres?

A Yes, sir.

o Now, can you tell me, go ahead -~

a It's our opinion that in this particular area that

=

;N e we 1 q » 1 N é — o~
hase wells on aighty acre spacing will preducs scamsvwhsrs in

the neighborhood of eighty thousand barrels. On forty

acre spacing it appears to us that the recovery would be

somewhere in the neighborhood of forty-five thousand barreils.
With this difference in the magnitude and the

drilling cost out there it seems onlv plauaihla that these !

wells should be developed on forty acre spacing to prevent

axcess wells being drilled and -~
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1 1 You said fortv aanre spacing. de van mean that?
2 A Should be developed on eighty acre spacing, I
3|l am sorry.
4 (1 And what would the result be of development on
5 | forty acre spacing, Mr, Shirock?
_ 6 A Well, it is my opinion on forty acre spacing these
7 || wells would be excessive wells drilled in the immediate
8 | vicinity.
9 Q@  All right. Now, let's refer to Exhibit Two, please. E
10 | Mr. Shirock, can you tell the Hearing Examiner the interests
11 || that are involved in the proposed pooling?
12 A The interest in the north half of the northeast

13F|quarter of Section 30 is Southern Union Supply Company,

Phone (505) 982-9212

14 || approximately seventy-four point five percent of the working

General Court Reporting Service
825 Calle Mejia, No, 122, Santa Fe, New Mexico 87501

15 || interest.

sid morrish reporting service

16 Roy Barton and his group approximatley twenty-three

17 | point five percent of the working interest.

-a
0y

o] would you tell the Examiner what Exhibit Two is,
19 || please?

20 A Exhibit Two is an isopachous map or a thickness

21 || map of greater than seven percent porosity of the Slaughter
22 | zone above the oil-water contact. This is shown in footage.

Y TTE Y P S e -
23 T¢ has heaen aontoured wiith che cthar wells o

24 || indicate that we have an anomalous situation similar to our

25 )| structural situation on Exhibit One.

!
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It is my thinking that drilling our Susco No. 1,
Shell, et al, in the location as recommendad would encounter
about thirty-two feet of San Andres pay in the Slaughter zone
having greater than seven percent porosity.

It is our opinion that this one well would effective
drain this eighty acres.

e All right. Are the structure lines or the contour

lines that you have drawn seem to me to be strongly similar
to the structural map. Do you attach any significance to

that similarity, Mr. Shirock?

A Well, I think in this particular field that probably § i

structure and porosity are playing an important part in
developing the field and we think that where you have an
anomalous situation that you are going to have more porosity.

Q Now, looking at the eighty acre acreage directly
below the forced pcoling area would you tell us what the
conditions are in that particular area relating to porosity?

A Well, it seems to me that the south half of the
northwest quarter of Section 30 do have similar geclogical
characteristics of structure and porosity.

It seems to me that a well in that area and at a
standard location in the south would be much less attractive
than a well in our pragant lncation.

Q. Would you refer to Exhibit Three, please? Would you

explain to the Examiner what Exhibit Three is, please?
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1 A Exhibit Three is an average dailv produectinn for

2 || June 1977 of wells around the periphery of the requested

3 || pooling unit,

4 However, our No. 1, Susco State, went on production
5 | on July 8th and the average production is from July the 8th

]
6 || through July the 31st for that particular well.

7 ~ This well was contoured on twanty barrels of oil

g | per day, producing. This shows -~ indicates with thiae

o | particular map -- shows that the north half of the northwast

,§ E 10 jquarter of Section 30. the requested pooling unit has similar | g
b - , E
gg‘;ﬂ 11 | characteristics and that a well drilled at our requested gé
‘% §s§§ 12 | location on eighty acre spacing should produce somewhere in g
3 ;
§§f§ 13 | the neighborhood of approximately eighty-two barrels of oil : 3
£358¢ |
'ng'_é 14 |2 day. j
) §°§ 15 MR. STAMETS: Where was that well that was producing i‘
“ § 16 [ twenty barrels of oil a day, the location of it? j
7 A Which well? :
8 MR. CATON: Well, where is the well that was
19 [[brought in that was --
20 MR. STAMETS: The original well?
21 A Oh, the well that we just completed, the Susco No. 2?
22 MR. STAMETS: In thke northwest southeast of Section
23 11192 :
24 A We just set pipe on that. The well, according to
25 lithe electric log analysis and core analysis there the well
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appears similar to our No. It i’ == can I ao back +n
Exhibit One?

From the electric log on top of the Slaughter zone
the datum is plus sixty-one which increases this nose
affect to the north.

loneor

Shirock, is that if that datum was incorporated into Exhibit

(Mr. Caton continuing.) What you are saying, Mr.

Three and Exhibit One the nosing effect that veou see ur

Section 19 would be expanded?

A That's correct. And possibly that even the structur.

high anoimaly would probably be expanded to go on up into
Section 19, too.
[+ Now, is there a difference between the production

that exhibit was used in this particular well and what you

have actually produced on it?
A I don't understand your question.
Q Well, you said that this exhibit that the Susco

2

i

o

i

"
| (:]
9

What I am saying is that the electric log and the l

Well No. 2, was drawn in at twenty h:rrels, is that correct,
or am I wrong?

A Yes, drawn in at about sixty-three barrels of oil

per day.

core analysis locks similar to our No. 1 Susco so we anticipatqi

that it will maka eimiizar nraducéinn as the No 1
Q And what does the No. 1 make?
A Eighty-four barrels a day.
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1 Q All right. Now, what are the conclusions you

2 |draw as to our proposed well location from Exhibit Three,
3 || please?
sl A Well, by Southern Union Supply Company taking a

5 | conservative approach in developing our acreage in Section 19

6 | and the acreage in Section 30 on eighty acre spacing we

7 | think that the north half of the northeast quarter of

8 | Section 30 have similar characteristics on this particular
ofimap. And a well drilled at our location would produce some-

10 | wvhere in the neighborhood of eighty plus barrels per day.

~ 1 Q. Would you take a look at Exhibit PFour, please?

3

o 12 A, Yes, sir.

(-}

% 13 Q Tell the examiner what that is?

é 14 A Exhibit Four is a cross section labeled AA prime

sid morrish reporting service
General Court Reporting Service

825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

15 | and it runs from the Shell 0il Company No. 1, Richardson
1sl!on the east through the Union Texas No. 1, McGuffin and

17 | continues eastward through our proposed location of Southern
18 i Union Suppiy Company’s Shell et al, No. 1, and on the east
19 || to Coastal States Gas Production Company McGuffin No. 4.

20 Q Is the location of those wells by section as shown

21 || down in the lower left corner and would you describe to the

22 ; Examiner the significance of that particular exhibit, please?

23 A We think that this partiaular exhibhit {ie ghowing a
24 || thinning of the Pl Slaughter zone over to the east and also ‘

2% || it is showing that the Pl Salughter zone is becoming structurally




1 { higher,
2 Also, it shows that the perforations in the Coastal
3||States well and the perforations over in the Shell 0il Company

4 || No., 1, Richardson are much higher.

k- B 5 With this information, data, it appears to me to

6 | prove that our structure map and porosity map are validated.

7!' Q This supports the previous conclueion‘that you have
g | drawn?
3 9 A Yes, sir.
_g 2 10 1] Now, ‘Mr. Shirock, in your opinion what would be the
%
iggz 11Hresult of the joinder of the south half of this area of the
%%g-; 12 | field with wells in either of the north quarters?
gggg 13 A Wwould vou rephrase the question?
- E%;é 14 0 All right. Vhat would be the result of the drilling
_ _56% 15 || in the south half of the area below the proposed pooling area?i
® 3
&

,SHDO vou think that would be a good well?

1”7 A My personal opinion is that I think that the south
1g || Dalf of that quarter section has zimilar geological characterist
19 || @an@ I think a2 well drilled at the standard location would be
20 || @ marginal economical well,

2 o} What would be the result, then, of turning the

2 || proposed pooling acreages up on end and joining the north half

23 | with the south half for two proposed wells?
2% A, It appears to me when you try to run the unit where

25 || the one unit would be the east half and the other one would be
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the west half that you are trying to average out the aood
with the poor and average out different geological similarities
whereby they will average out.

When you do that you are not progecting the
correlative rights of the people that have the structural
high areas,

0 Now, Mr, Shirock, in your opinion would the
correlative rights of Southern Union Supply Company be prote
by spacing which would, setting the eighty acre spacing units
on end, be protected in this case?

A No, T don't think so. I think it shouid be run
east and west in this particular instance.

o] Do you have an opinion as to whether a well in the
north half of the Susco proposed well would drain the acreage,
the eighty acres?

A It is my opinion that that one well would drain that
eighty acres.

Q Now, Southern Union is asking for a risk factor to
be established in this case. I don't think we are in
disagreement on that, are we, Mr, Stevens? Are we both asking
for the same risk?

mp, STEVENS: MNot by anv means.,

Q (Mr. Caton continuing.,) Okav. I thought I read two
hundred percent., Would you tell us your opinion as to what

risk factor should be established in this case?
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1 A I think a riak fartar of twn hundred percent should

2 |be established.

3 0 And on what do you base that, Mr. Shirock?

4 A Well, I base that particular thing on that that is

5 | the maximum amount the Commission will let us obtain on our
- 6 | investment and also that we do have risk anytime we do drill

7la well.

8 Q All right. Mr. Shirock, you are asking that Southern] !

o fUnion Supply be appointed operator of this particular field?

15 || nine hundred and fifty-two dollars.

.g 10 A That's correct.
h i§ - 1 Q Do you have »a recommendation as to the cost of
£
£33
2§ 2 13 A Yes, sir. My recommendation for the cost of drilling
L8808
'Eg é 14 Il the Shell and others is two hundred and seventeen thousand
gs
2
[

825 Calle Mejia, No. 122, Santa Fe, Noew Mexico 87501

16 ] Now, that's your estimate of the cost of the well,

17 igs it not?

18 A That's correct. That's the cost of the completed
19 || well,

20 Q low, is that estimate supported by recent data in
21 || the completion of the wells that just have been done out

22 there? ’ i
23 A Yes, sir. I have an exhibhit here which indicates or
24 i) shows that drilling our Susco No. 1, State which is located

25 || six hundred sixty feet from the south line and six sixty from |
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1 the west line of Section 19, Township 9 South, Ranage 3} Faat,
7 ilwe estimate the cost at one hundred seventy-four thousand
3 |seven hundred and five dollars and the actual cost of drilling

4 [[this particular well was one hundred and ninety-eight thousand

5 |and thirty-six dollars.
~ 5 Also I might mention that our cost in drilling the
7 |Shell well on a footage rate will be nine dollars and twenty-

five cents. That's the same price that they charged us in

w®
[ —

g |drilling the Susco No. Z.

10 I think that is the difference to where the two
11 |hundred and seventeen thousand from the one hundred and
12 |ninety-eight thousand in drilling the first well.

,3l 0 Now, do you have a recommendation as to a monthly

Phone (505) 982-9212

14 ||[cost for during the drilling time, Mr. Shirock.

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

15 A Yes, sir. It is my recommendation that our

sid morrish reporting service

16 administrative overhead fee be based on one thousand dollars

47 |lper month for drilling and completing the well or any workovet.l

18 o] And as for operétion, what is your recommendation?
19 A My recommendation is for administrative overhead and
20 is one hundred dollars per month with pumping to be billed

directly to the individual companies at whatever rate that

22 would b3n

- MR, CATON: We will otfer Exhibits One through Five.

24 MR, STAMETS: Any objection? They will be

admitted, ;

AN
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1 MR, CATON: That comnlatas anr Alrection cuamination
2 |Mr. Stamets.,
3 MR, STAMETS: Are there any questions of the
4 {witness?
- 5 MR, STEVENS: Yes, Mr, Examiner.
- 8
? CROSS EXAMINATION
- g | BY MR. S'I‘EVENS:
3 = 9 o Mr. Shirock, I believe that you testified and please
.g 2 10}Jcorrect me if I say that you testified to something that is
- 2 %%N 11 |l erroneous -~
%;%%g 12 I believe that you testified that you consider that
- s$3%
. §.§§§ 13 | there are similar geological conditions in the north half of
AN o
- :;%ég 14 || the northeast quarter.
_ gag 15 { Could vou state why Southern Union Supply Company
‘ = g 16 staked this location eighteen hundred fifty feet from the east

47 las opposed to nineteen hundred and eighty feet which would be

in the center of the northwest-northeast?

18
19 A At the time we staked the location we owned that
20 particular lease that this location was staked on,
- \
27 o Now, vou are provosing to force pool it. With these

2 || new conditions in mind would you object to it being staked

»e I nineteen eighty from the east as nnpnoged to the alghteen £I5Ly7T

24 A I think we staked the location at a good point.

2% MR, STAMETS: I missed your answer to the first

1]
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aquestion and I wish that vou would remeat it.

T Ann'te

remember the gquestion =--

MR, STEVENS: Why it was staked eighteen hundred
jjand fifty feet from the line.

A Yes, because we owned that particular lease at that
time and we owned all of the leases now but at that particular
time when we staked that particular location we didn't know
for sure if we was going to get the lease that would have the “E
center point of nineteen eighty and six sixty.
W Q (Mr. Stevens continuing.) Do you consider it a
superior location, the eighteen fifty from _Lhe east, as
opposed to nineteen hundred eighty from the east, geologically?f;E

A Well, ¥ think geoiogically we staked the location
in the best point available that we think is a legal, standatd,f
location,

Q If you had the opportunity disregarding the field
rules and any other Southern Union wells in the area would
you, concerned solely with geologv and not with correlative

rights --

A May we shut the door, Mr. Examiner, I can barely

understand him =~

Would vou repeat vour question?
0 Sure, if vou had the opportunity to stake that
location again solely based upon geological and reservoir

conditions as ovposed to the correlat! 'e rights of any other
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1 lwells Southern Union might have in the araa wauld
2 it further east? This is a hypothetical question, of course,
3 {of an expert witness.
a A Well, probably if we didn't have to worry about
5 || landowners or the New Mexico Commission, I would probably

_ ¢ loverlay both the porosity map and the structure map and at
7 [those points I would probably stake my location that-a-way.

8 But as this shows or indicates that these maps are

g [made solely on the information that is available to us at

3
g &
that time.
- 8 10
B .3
3‘§§N 11 0 - If you did overlay those two where would you stake
8o 3.2 o
8 wia
E§:§§ 12 |your location, at the present location or further to the
2552
Ef-f.é 13 |east or further to the west?
i £ 8%
‘ggﬁé 14 A I can't move it.
K
8-
_ _E § 15 Q If you could, hypothetically, I am asking?
® 3
] 16 A Well, that's a hypothetical guestion and you asked

17 ||me a hypothetical question, and I would probably might

18 probably want to drill it in the center of the eighty acres,
19 0 You don't consider the northeast quarter of the

90 || northeast quarter to be a superior location geologically and
2 reservoir-wigse to the northwest quarter of the northeast

92 || quarter? 1

23| MR, CATON: Pre vou disregarding correlative rights, :

24 | @gain?

25 MR, STEVENS: I am speaking strictly of geology. 1
I
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4 L M. __2moa L.
AveacLiull wWill RiARke

2 |la good well, I think that our Southern Union Sumnly Company's
3 | location i3 going to make a good well. I think that one

s |well up in that area will drain the whole eighty acres.

5 Q Do you consider the wells drilled in 29 should not

s |have been drilled off of the standard locations?

7 These wells are drilled mainly on forty acre spacing
g | as opposed to eighty acre spacing. 4“
_ 5 9 A Well, I can't =-- the thing about it is that each one B
_§ 2 10 |of these wells in Section 29, I am talking now about the
. i§§" 11 [wells that I have -- where I have datum points on it and I
gggg 12 | know about those wells.‘
§'§f§ 13 These wells were drilled, the first well in each
389
N %g%g 14 [| location was drilled on a standard location.
B ;ug 15 0 Do you consider the alternate wells that were not
B % 16 || drilled on standard locations to be unnecessary wells to be
17 [[drilied?
15 A I can't say for other companies,
19 Q Can you say from your own geological opinion?
20 A Our own geological thing, what oux company is doing

21 || {8 to take a conservative approach in developing our acreage
27 || out there which is in Section 19 and the acreage that we have
23 || in Sectior 30, or the northwest quarter of Section 30.

24 Q You will not state any oninion as to the geological

o5 || merits of alternate locations in Section 29, is that correct?
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A well, I ¢ thatl you' aliernate locations, and

I just mentioned, that without yocr well in the northeast

of the northeast, I said, I thought that it would make a
good o0il well., But I also mentioned, I think, that our well
over there, the Susco's Shell and others, would make a good
well and drain the whole eighty acres,

0 Mr. Shirock, I am not trying to badger you ==~

MR. CATON: Will you let him finish the answer?
MR. STEVENS: Sure, excuse me,

A What I am trying toc do is develop this area on a
logical manner in which the New Mexico 0il Commission in its
wisdom suggested eighty acre spacing out there and our
company, you know, Southern Union goes by the conservative
approach on anything.

1} Do you consider that Section 29 was developed
1llogica11y?

A I can't come back and say what other people done.
I didn't have any contrcl over that,

Q Do you consider that a well that would be drilled
in the northeast quarter of the northeast gquarter would better |
recover the o0il under solely the northeast quarter of the
northeast quarter better than a well to be drilled in the
northwest quarter of the northeast quarter? Being concerned

solely with correlative rights of the owners under the north-

east quarter of the northeast quarter?
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1 A T think that a wall in that == are van talking ahous
2 || this forty acres, is that correct?
i’ 3 Q Yes, sir,
b 4 A I think that a well in that particular location would
5 l‘make a good well, The thing about it is that we don't have
- ¢ | forty acre spacing out there to begin with.
2 So, what the next best thing to do or the best thing

. 8 dto do is drill a well which is our Susco well and try to drain

9 that whole eighty acres on a conservative approach.

- 3
_§ 2 10 ] If this Commission approved forty acre spacing in

- §§§" 11 || this field or granted an unorthodox location in the northeast
g ggg 12 [[guarter of the northeast quarter do you think that that well.
§§§§ 13 P drilled in the northeast quarter under the approval of this

S

;:%%é 14 || Commission would better protect the correlative rights of

) ;6% 15 | the owners of the northeast quarter of the northeast quarter
. g 16 || than a well drilled in the northwest quarter of the northeast

17 || quarter?

18 A Are you talking about a well in this forty acre

spacing as compared to a well over here in this forty acre

19
20 spacing, is that correct?
21 Q Yes, sir, and I am being concerned solely with

. 22 correlative rights of the owners under the northeast quarter
. -3 [| ©f the northeast quarter.

i ‘ H I
5 24 A What I am trying to do is protect the correlative

5 || rights on the whole eighty acre spacing because we don't have

-
I S e S e b o
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forty acre spacinag.
I

0 I know., I asked you a hypothetical question. 1If
the Commission granted either forty acre spacing in this
field or granted an unorthodox location whereby a well could
be drilled in the northeast quarter of the northeast quarter
do you consider a well drilled in the northeast quarter of
the northeast quarter would better protect the rights of the
parties underlying the northeast quarter of the northeast
quarter than a well drill in the northwest quarter of the
northeast quarter?

A Well, the smaller the spacing the better protection
correlative rights and the landowners will have or the people
will have but gsometimes it becomes illogical tc do that;

0 Mr. Shirock, you show an isopach map greater than
seven percent porosity in Exhibit Number Two. Do you consider |
that the porosity is the determinate as to the amount of oil
recoverable under any particular well site?

A Well, that and permeability. The thing about it I
can't map permeability.

0 It is impossible to map permeability?

A Well, I can't. Maybe other people can,

Q Thig twenty-five feet in the southeast of the
northeast of 19 for the Shell stake -~ that well is a dry
hole ~- does that tend to suggest that the porosity is not a

very good determinate of the ultimate productivity of any well?
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that pariicular well had the
porosity and the porosity is there and the thing about it is
that my thinking of that particular well is that it might have
been -~ excuse me, I think I am talking about the wrong well,
Would you tell me -~ |

Q The southeast quarter of the northeast quarter of
Section 15, the Shell No. 1, State well -~

A Excuse me, I was looking at a different well. I
have that particular area mapped up there at twenty-three
feet of porosity in that particular area. I think that at
that time when that well was drilled is that possibly they
might not have had a good completion job or something of that
sort,

I cannot tell you what the situation is, The only
thing I can tell you is what we are planning to do if the
Susco No. 2 comes in similsr as to the Susco No. 1 and that
I will recommend to nanagement that we drill the southwest ==
I mean the soutiizast of the northeast quarter at a standard |
location.

0 How about the well in the southwest guarter of the
northeast quarter of Section 30, that well shows twenty-four
feet of porosity and a plugged producer and do you know why
it was plugged?

A Which?

Q The well in the southwest guarter of the northeast
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quarter of Section 30, the BTA well?

A The BTA well did produce in the Bo Sea and it is ny
understanding that they did come up and completed that well
in the San Andres-Slaughter zone. They completed it for a
small producer,

It is now plugged and I couldn't tell you why, I

am sure that it was uneconomical.

ﬂ Q This twenty-four feet porosity that you show, then,
apparently doesn't affect that well in a positive sense, is
that z fair statement?

MR, CATON: To clarify it, isn't that well at a
different depth?

A ‘fhis well is here but they did come back and try to
complete ‘in the San Andres, is my understanding, is that not
right?

Q {Mr, Stevens continuing.) That's my understanding,
yes, sir,

A Yes, sir,

a Phrased another way, is porosity very determinative
or is it permeability that is determinacive in this field?

A It is my understanding that the San Andres in this
particular field, area, Section 19 where we drilled our well,
that the porosity factor is one factor for completion in the
area and that some peuple map porosity less than six percent.

We happen to think it is seven percent that you have got. We
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think that in this particular area we have got from fifteen
to twenty feet greater than seven percent porosity and we
have other porosities in there of six and five and that these
other porosities will contribute to the production of seven
percent.

It iR our contention that you have to have seven
percent porosity to produce in the area.

Coring the Susco No. 2 and, again, getting the core
description over the telephone my understanding is that the
core is fractured, vertically fractured, for additional
vermeability.

I know in our core analysis that some feet had quite }
a bit more permeability than other footage in the area and
I attribute this to fracturing in the area.

Q Are you familiar with the wall in the southeast
quarter of the northwest quarter of Section 29, the No. 1,
McGuffin which shows twenty feet of porosity?

MR, CATON: The No, 1, McGuffin?

A Yes, sir, I am familiar with the well as far as
looking at the logs.

4} (Mr. Stevens continuing.} Do you know what it has
produced?
A I don't know the cumulative production, sure don't.

MR, STEVENS: Yes, sir, !
|

I can give you the daily production.




sid morrish reporting service

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501
Phone (505) 982-9212

10

1"

12

13

14

15

16

17

18

19

21

22

23

24

25

0 You contoured your Lxhibit Three according to your
leaend as to avarage daily pruduction after June of 1977, ]

I note in the southeast quartet of Section 19 you

have one well which shows eighty-four barrels a day production
and yet north of that well, between there and the dry hole

you have a contour line showing one hundred twenty barrels of
wWhat is the hasis for that?

0il ver day.

A The basis for that particular contour if you will

notice to the north it is dotted there and the basis of puttingj
that contour in is the same thing -- you have the basis for
the one hundred and twenty contour down at the bottom. We
“could have left that --

1} Just above the Susco No. 1 the lines aren't dotted
and yet they go up to one hundred and twenty barrels a day and

between there and the Shell dry hole tothe north could you qive},f

me the basis for drawing in that one hundred and twenty?

A I disagree with you there, sir. They are dotted
from the harrels of oil per day all of the way wer to the ;
No. 2, Xrceo.

Q I am speaking of one inch north of your Susco State
No. 1, north on the map and that line is noc dotted and I am
wondering what is the basis for the one hundred and twenty " 1
barrels a day that vou have there?

A It was my determinate at that time that that particulpr 1
area could have a well that would make one hundred and twenty j

§
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barrels. Can vou say that it deoesn't?

0. No, sir, I can't say it. But I can't see why you
did it and I am asking you if you can gqive me a reason why
you did it because nothing on this map apparently shows a
reason.

A Well, the thing about it is that this particular
well come in, our Susco No. 1, and we potentialed that well
for one hundred and sixty barrels a day, of oil per day, and
thirty~-three barrels of water per day.

0 And you consider that you are going to make more
to the nérth of that location although you have no evidence
to justifv that?

A The onlv evidence that I have at this time is the
Susco No. 2., I am certainly optomistic about it.

Q Are the electric logs very definitive of what you

are going to make out of a well in this field?

A Well, from the electric logs we do, in this particulaj

area, we were on a stand of logs where we could get a movable
oii plot. The movable o0il plot was similar to the movable
oil plot in the Susco No. 1. 2and using similarities we think
that well will be similar to our Susco No. 1,

Q So, basically you are basing it on those two wells,
alone, is that correct?

aaaaa — - - 2= e = e Y 3 - -~
2 mhat's ¢ "ect ALTO noOw 15 Qriiling thelr Ho. 3.

I am sure that the rig that drilled our Mo 2 moved over to drilj]




1 {[their No. 3, Flying M. I am sure a3 soon as that is down
o {we will have additional information up there.
3 e The well in the southeast of the southeast of 19

4 || shows eighty-four barrels a day. The well in the southwest~-

5 || portheast of Section 30 is a plugged producer and do you know

g | how much it produced before it was plugged?

74 A Which, the BTA well?
- 8 0 Yes, sir.
- 9 A I have no idea.
a
™~
% ; 10 Q Between those two wells vou show contour lines from
S
" -3 §§ 1 eighty-four up to one hundred and one twenty. You pull those
00 5.2
o LN
‘g §£§ 12 J contour lines over into the northeast guarter of the northwest
gi2 |
MEA
83 13 | quarter of Section 30.
= 383
-Egg.% 14 I see nothing over there to justify that. Could
g4
~ ol = 15 | You explain why it was done?
- X
z- 16 A Well, if you continue contouring on the basis that
K
17 Zor these wells are producing, the No. 4, McGuffin, is
18 producing ninety-five barrels a day and the Arco No. 2 is
19 producing ninety-one barrels a day and our well is producing
20 eighty-four barrels a day and ycu continue with the same conto
21 interval in contouring this thing whv you come out with a
g p Pondred un to one hundred and twonty barrecls.
2 0. Would you have to draw that contour line between the J
24 well in the southeast-southeast of 19 and the well in the
25 northwest-northwes{ of 29 to properly do contouring? I can't
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imagine why vou draw it to the west?

A You went too fast for me, mister. You are either
going to have to bhacktrack or come over here and show me,

1} I'1]1 be glad to backtrack. The well in the southeas
hsoutheast of 19 is vyour well? |

A Okay.

o The well in the northwest-northwest of 29 is a well
making ninety-five barrels a day.

No well to the west or south of those two locations

jmakes more than twenty-six point seven barrels a day. Can
you explain how vou justify putting one hundred to one hundred §
twenty or eighty or sixty or forty barrels a day west of the
line drawn between your Susco No. 1 and the No. 4, McGuffin?

A Would you please come and show me. I lost you, sir? |

Q Surely, I'1l be happy to. This well shows eighty-

four barrels a day and this well shows ninety-five barrels
of oil a day. No wells west of there show any production.
No wells south of there show any productioﬁ except in the
southwest-northwest of 29 and the northwest of the southwest
of 29 which have seven point four and twenty-six point two
barrels a day and the well in the northwest-southeast of 30
shows four point four barrels a day. How can you justify a
line greater than perhaps twenty-six point two barrels a day
between the location of the southeast-southeast of 19 and

the northwest-northwest of 29?
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A well, the way I am sugaeaatina ie

is
|
way I contoured it. You can have other people contour it
anyway they wantAto.

Q It'as just your opinion, though?

A It's my opinion,

1} You have no rasis for your opinion that you are
showing on this man?

A My basis is that the contour interval is twenty
ibarrels of o0il per day and we used the same contour interval
and the same equal distant spacing and equal distant contour
is the same thing.

Q‘ I want to come back to this again and I am sorry to

have to keep reiterating this but how did you go upward from

eighty-four harrels a day in a southeast direction from your

Susco No. 1 to one hundred and one hundred twenty barrels a
day?

A I am optimistic.

ment regarding Exhibit Four that you have pay thinning to the
| east?

A The basis is the Slaughter porosity zone is thinning
to the east according to the electric log analysis =-- I am
sorry thinning to the west.

0 The Slaughter zone is thinning to the west?

A T™n the wegt,

Q I believe you are. What is the basis of your state- |
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0 Tn the weet, olkav, eir, Tharafare, would it be
2 |a fair presumption to state that the further west you go

3 jthe poorer wells you might get from east to west on your

4 jcross section?

5 A Well, that's an assumption between the Coastal States
g INo. 4 and the Shell because the Coastal is still producing

7 | and the Shell didn't produce very long.

8 So, my contention is that with this particular thingk
g fwith the thinning of the Slaughter zone I think we are going

10 | to get greater area of porosity,

11 Q Is that evidenced in those wells to the west on

12 || Your cross section?

13 A Well, it seems like the Shell Richardson going back

Phone (505) 982-9212

14 || to the porosity map, Exhibit Two, and the Shell well was

15 || completed there and it shows that they had nine feet of =~

sid morrish reporting service
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16 MR, STAMETS: Which Shell well? When I start

17 | reading this transcript --

18“ A The Shell No. 1, Richardson --

19 MR, STEVENS: Northwest-northwesat ot 30,

2°J ‘MR, STAMETS: Northwest-northwest of 30, okay.

21 A Are you located?

22 MR, STAMETS: I am located,

23 A Okay. You are having the same problem that I am.

24 || The Shell 0il Company's Ne. 1, Richardson over there the way

T see the electric loa and the way T interprat the electric logh

[}
(3]
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1 || had nine feet of porosity. areatar than sfavan nersent,

2 | Union Texas well up there which never was tested and I don't

3 || have any idea. There was no drill stem test. There was one
4 [[drill stem test made from forty-three hundred to forty-four
s || thirty-eight and they recovered thirty feet of slightly oil
6 | cut mud plus five hundred and ten feet of water cut mud.

7 I think that this particular well had twenty-one

g | feat of porosity over here. I think that possibly that the

g [ permeability can come into play over here.

13 l Q To the west of your north half northeast of Section
f

14 || 30 based on your cross section, Exhibit Number Four?

)

)

™~

@

10 Q How, then, can you support your statement that you

:
§§~ 11 || think that porosity will improve to the west?
St

§§§ 12 A West of what?
R
35

138
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15 A Well, again, when you come into contouring the thing i
16 || with our Susco well up there, the Number Two Exhibit, and I
17 || have got that contoured at thirty feet. The electric log

18 || shows in that exhibit twenty-six feet of pay greater than

19 || seven percent porosity.

20 So, when you take similar characteristics where you

21 | have got one sirilarity here and this was my interpretation

22 | of the field and that is the way I interpreted it here.

23 Q Yet, that well didn't reecover anv nil on tha Aril}

24 {| stam tests?

25 A We didn't take a drill stem test on the No. 2, é

)

e
L
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1 0 T am =2orry, I Was speaninyg of the well in the il
2 || northeast-northwest.
3 A The Union Texas No. 1, McGuffin?
4 Q Yes, sir.
5 A My understanding on a drill stem test from forty-

6 | three hundred to forty-four thirty-eight which covered the
7 | whole Slaughter zone they recovered thirty feet of slightly

g jcut oil-cut mud plus five hundred and ten feet of anlfa watar

3 g fcut mud.
-g g 10 It is my understanding from this type of a drill
i
a ggﬂ 11 || stem test that certainly didn’t show very much permeability.
z-—u
Poo
gg‘;g 12 Q So, really, the determinative factor may be
$iz
E‘;‘,;?: 13 | permeability to the west as opposed to porosity?
§5-%
Engf 14 A Weli, it could be from the Union Texas well, it
g3%
) o s 15 | could be.
% 3 u
3 16 Q What traps this oil?
17 A In this field, it is my understanding what traps

18 || this oil is up-dip determination of porositvy and permeability.
19 Q Which way is up-dip from the common corner of 19,

20 §§ 20, 29, anc 307

21 A I would say up-dip would be to the west.

22 Q On that basis, then, you would say you would tend

23 || to have a greater chance of drilling a dry hole the farther

24 |wast you went from that common corner?

25 A, I thirk probakly the risk would probably be higher
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tland T think yon hava ant ¢o remember that my Iscommsn

2 || to management that we re-enter the BTA No. 2, FMS which is
3| in the southeast of the southwest of Section 19.

4 e If the risk would be higher going west the risk,
5 || conversely, would be less going east from your location in the
6 || northwest quarter of the northeast quarter of 30, the subject

7 | of thie nearing =--

8 A what about the subject?
3 9 0 The subject well is your Susco staked location in
% g 1 § the northwest guarter of the northeast guarter would it be
3;:;: 11 || riskier going east from that location or would it be riskier
§§§§ 12 || going west from the common corner of 19, 20, 29, and 30?
-E%i% 13 A I think you would have an analogous situation there
) 'E %%ﬁo 14 || but that is that is the way I have interpreted the geology
- ._; cg 15 || there.
3 16 0} Did I understand your statement that it would be

17 || less risky going east?

18 A No, I didn't say that. 1 said that this is the

19 | way that I interpreted it -- interpreted the geology in this
20 | particular area and I think the Susco well that we propose
21 | I think it will be a good well.

22 I think that the well that you suggested over

23 || there in the northeast of the northeast, I think, is going

24 | to be a good well, too, but I think that the Southern Union's

2% || well is going to be a good well. {
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eighty acre spacing and get a unit where we could drill one

wall that has similar geoclogical characteristics whereby

that one well will recover all of the o0il on the eighty
acre spacing.

Q Do you thing that that well in the northwest of the
northeast will recover more oil out from the northeast-
northeast than the wells in the southeast-southeast 19,
scuthwest-southwest 20, northwest-northwest 29, the three
wells?

A You went too fast for me. Are you talking about
this well, the No. 2, Flying M and the Susco No. 1, and the

No. 4, McGuffin, is that correct?

A Yes, sir.

Now, you say that these wells will recover more oil
than these wells over here?

Q No, sir, I asked you if it would recover more of the
oil out from under the northeast quarter of the northeast
quarter of Section 30 than a well drilled in the northwest
Fquarter of the northeast quarter of Section 30?

A Well, I think if you drilled one on eighty acre
spacing I think that you are going to recover more oil than
if you drilied one on forty acre spacing.

0. Will you answer the guestion that I asked you, though

will a well drilled on the northeast quarter of the northeast
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quartar racover mora nil oud €rom under ths northsast guarier

of the northeast quarter than a well drilled in the northwest
quarter of the northeast guarter?

A I would probably have to grant that to you.

Q All right. Mr, Shirock, you asked for two hundred
percent risk factor on this and would you call this a field
well?

A I would call it a field development well, ves, sir.

Q How much of a risk factor would you give to a wildc§
well drilled, let's say, perhaps DeBaca County, New Mexico?

A I would probably ask for quite a bit.

Q The Commission has empowered only two hundred per-
cent and would you consider that the two hundred percent
should be the same for a well drilled in this location as a
well drilled in DeBaca County?

A I don't think the question is similar. I don't
think the two things are comparable.

Q You won't attempt to answer it then?

A No, sir, because I don't think it is comparable abou
drilling this well and one in DeBaca. The only thing is
that you can put your money into banking and earn a one
hundred percent with no risk on it, and don't have any risk
at all, and you xnow if you are going to drill a well that
you are going to have risk,

Q What. is the chance of this well making oil in your
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A At our proposed location?

Qe Yes, sir.

A I think it will be a well.

Q If you had to evaluate this and I understand as
an expert geologist you have to evaluate the risk factor
in drillingy wells all of the time, what would you say the
risk factor would be on a one to ten basis that this well
will hit, on a percentage basis, or any other formula that
you normally use in your operation in evaluating a risk of
completing a well in a field or completing a commercial
producer, or whatever you use --

MR. CATON: Mr. Hearing Officer, I object to the
question. I don't think that is really relevant to establish
a risk percentage in this particular case.

MR. STAMETS: I think the question is a valid

question and the Examiner would have to weigh the impact of

P

question on risk factors and whether or not that is something
which should be considered and I will allow the question to
be answered.

A Can I make a statement concerning this before I
answer the question? 1

MR. CATON: Well, why don't you answer the question,

first, and I will give you a chance to -~

A Well, my statement was that I think =-- well, I think 5
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i | it nas probapiy a fifty-ritty chance of making a well. i
2 Q (Mr, Stevens continuing.) When you say making
3ila well is that making any o0il?
4 A I am talking about a commercial producer.
) 5 Q Pifty-£fifty chance of commercial production?
- 6“ A Yes, sir.
7 Q On that basis, then, two hundred percent if the

8 f well costs two hundred thousand dollars you will recover

9 | six hundred thousand dollars? That is what your two hundred
10 || percent will allow you to recover.

11“ Shouldn't you recover only four hundred thousand
12 | dollars presuming my figures are correct for purposes here?

13 A Apparently, I don't understand the risk factor. My

Phone (505) 982-9212

14 | understanding was that we returned two times the -- at two

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, New Mexico 87501

15 [ hundred percent you would return four hundred if the cost

sid morrish reporting service

16 || was two hundred thousand.

17 Q Y think it would be -~ I think it would be two times

18 || the cost =-- it would be two hundred in addition to the

19 || cost.

20 MR. STAMETS: That is a correct interpretation --
21 Q (Mr. Stevens continuing.) On that basis then --
22 A Well, I misinterpreted the risk factor, then. My

23 || understanding of the risk factor is that at two hundred percent

24 ff you would return two timas vour drilling cost on the thing

f ‘ 25 | which would be =~ plus your operating cost and everything like
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2 it would be four hundred thousand dollars. I am mistaken

3 | therae.

4 Q With that in mind you would ask for a risk factor of

5 | one hundred percent based on your present understanding of

6 || the risk factor?

3 7 A Would that give us two times our cost?
Zb 8 Q I think so and I'11 loock around here ==
g 9 A Yes.
3 o 2 |
-g 8 10 MR, STEVENS: All right, sir, and we have no further |
>
3= ’
8530, 11 | questions on cross examination.
uaﬁz
£s3
ggzg 12 MR. CATON: We have a couple of questions --
<38
§§§§ 13 MR. STAMETS: I have some, too.
w O
358
E §5_°- 14 MR. CATON: Why don't you go ahead, first --
g 83
. s 15
® 3
8 16 CROSS EXAMINATION

17 || BY MR. STAMETS:

18 1) Oh Exhibit Three, the highest daily rate of producti
19 I see is8 ninety-five barrels and I know Mr. Stevens covered

20 (| this a little bit but with ninety-five barrels being the

21 } highest figure that you have shown what justification do you

‘;;; 22 | have for putting on ratas up to one hundred and twenty barrels?

g 23 A Well, first, the justification is that these wells
24 | I peak are greater than that they are producing now. For

%5 | example, our No. 1, Susco I peaked for one hundred and sixty
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1t tharvale nluoe thirey-thrgs barrels Of water in the No. 4. A
2 Q Well, I understand that from your earlier answers.

3 || Let me get to the point. What basis, then, are you trying

4 | to show with this map, what the initial potential is going

s | to be or what the sustained rate of production might

6 || be?

2
]

7 A This particular map was developed to show three

8 || maps that have similar characteristics to show that the north

g il eighty acres is the cne, the north half, is the unit that

10 j should be put together.
1" MR. CATON: Roy, I don't think you understood his

12 | sJuestion.

PR

13 If I may, Mr. Examiner, he wanted to know if the

Phone (505) 982-9212

14 [l 1ines that you have contoured on production relate to an
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16 A He asked me why did I go up to one hundred and twen

17 | barrels., I was trying to explain to him that the main reasonr
18 {| I went up to one hundred and twenty barrels of oil -- I peak
19 | these wells for more than one hundred and twenty barrels from
20 || what I contoured there. It continues to keep an equal distant

21 || amount of contouring. I could have stopped the thing at

22 || eighty ané then you would have asked me why didn't I £ill in f

23 || all of this space.

24 MR, CATON: All right. What you have done is that

; 25 il you have looked at the initial production of these wells and

-
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2 | of the wells -~ you have made certain conclusions and you

3 || have drawn them into that Exhibit Three, am I right?

4 A That's correct.

5 MR. CATON: And that exhibit would demonstrate the
6 || production o these wells over an extended period of time,

7 1 is that correct?

8 A Right.

9 MR. CATON: Does that answer your question, Mr.

10 | Examiner?

11 MR. STAMETS: The total anawer, i1 think, 4id that.
12 Q (Mr. Stamets continuing.) On Exhibit Number One,

13 || the well that you indicated that you were going to re-enter

Phone (505) 982-9212

14 || is the Shell well in the northeast quarter of Section 192

15‘ A Mo, sir, the one that we -~ the BTA Well, No. 2

sid morrish reporting service
General Court Reporting Se vice
825 Calle Mejia, No, 122, Santa Fe, New Mexico 87501

16 | FMS which is in the southeast of the southwest of Section 19,
17 Q Okay. I got that right. I got confused later in
18 | the testimony, then. what was going to be re-entered.

18 A This is a recommendation that I put together to

20 {| management.

21 Q Okay. How deep is the San Andres formation in

22 lj that area?

23 A We drill these wells to a total depth of about

24 || forty~-five hundred feet. The rate of dip in this area is

I 25 || about one hundred and twenty feet per mile to the east.
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Q Does this particular pool in your opinion lend

itself to secondary recovery?
A I think these particular wells are -- the reservoir
drive for these particular wells are solution gas and water

drive.

. then, gstling back to my gquestion, in your

X2
0

opinion does this field lend itself to secondary recovery?

A Yes, sir.

Q In your opinion will a second well have to be
“drilled on all of these ecighties to install an effective
secondary recovery operation in this pool?

A I think that is getting out of my field a little
bit because I am sure that from my idea of water flooding
this particular area and some petroleum engineer's idea of
hwater floording the area would be different.

Q That's outside your area of expertise?

A Well, I can give you an opinion but I don't know
whether it would meanr much or not.
| Q If that's the way you fell, then, I don't want to
get it into the record.

A Okay.

MR. STAMETS: That's all I have. Mr. Caton, do you

have a little on redirect?

MR. CATON: Yes, I do.

gD eledhi W dgeatoyi s
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REDIRECT EXAMINATION

BY MR. CATON:

Q Mr. Shirock, you were asked if drilling in the
northeast-northeast would better drain that or protect the
correlative rights of the people in that section.

wihat would De the efifect of correlative rignhts ot
those persons in the northeast of the northeast if an upright

spacing unit is drilled on an unorthodox location as proposed

ulby the Barton group?

either, on the northeast of the northeast is the way I see

it.

location in the northeast on an upright spacing damage
Susco's correlative rights in the northeast of the northeast,
in your opinion?

A Yes, sir.
a What would he +ha wlsimate »an
in terms of production as it relates to Susco's interest?
A My thinking on there is if you come back through
with the question -~
Q What would be the ultimate result in terms of
recovery based on Susco's interest in the northeast of the

northeast if that well as proposed by the Barton interest is

drilled, what would be the ultimate result in the amount of

A Well, their correlative righte would not be protectedj

13 Would the total effect of drilling in the unorthodox i
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interest?

A Well, my thinking of the well is that nature of

of forty to forty-five thousand barrels and Southern Union
Supply Company would own abhout fifty percent of it.

Q Would the ultimate result be that Southern Union
Supply Companyv's interest in that area wounld ke averaged out
with the lower forty?

A Yes, sir.

" Q What affect would that have on Southern Union's
interest, Mr. Shirock?

A It lowers our interest in the amount of oil we

would recover.

Q All right. Ncw, can you tell the hearing officer
what you feel the significance structurally similar areas
that you have found in both the north half and the south
half of the proposed pooling unit, Susco's proposed pooling
unit, and a unit that would be made up of the half that is

directly south of the proposed pooling unit?

quarter of Section 30 has the same geological characteristics
of structure, of porosity, and alsoc probably barrels of oil
production -~ average barrels of oil production made in this

particular north half, has similar characteristics, and this

forty acre spacing would recover somewhere in the neighborhood |

A It is my opinion that the north half of the northeast

T

e e

ik kA A
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unit should be putting together for drilling the proposed
Susco well,
Now, the south half of the northeast quarter of

Section 30 would be another unit that does have similar
geological characteristics on this thing. I think if a well
was drilled in a standard location would be much less
attractive than our proposed well.

Q Now, Mr. Shirock, as a matter of fact does it make
much difference to Southern Union Supply whether this well

is drilled at a central location as expressed by counsel or

“1n the unorthodox location or in the standard location so long 5*1

as the pooling unit is laid down? 9Does it make any difference?}

A Well, we would certainly object to the Commission
about if the unit iz running north and south of drilling

an unorthodox location.

0 But if the unit

A mesa
- SRS ¥ 43 ~-L

- amam ama Y mmmm e JURp———
VYCSL QAo we |

is 1lal iave proposed
do you have any objection or do you have any particular
desires other than compliance and a conservative development
of this field with any location of the well other than the
standard location?

A We are just trying to develop the field on a
conservative approach and want to stay with a standard
location.

MrR. CATON: 1 have nothing further.

MR. STAMETS: Any other questions of the witness,
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If there are no other guestions we will take ahout a
fifteen minute recess.

(THEREUPON, the hearing was in recess

and the witness excused.)

MR. STAMETS: The hearing will please come to
order.

Mr. Stevens are you ready?

MR. STEVENS: Yes, Mr. Examiner, and with your leave :
I would like to make a very short introductory statement.

MR. STAMETS: Go ahead.

MR. STEVENS: Basically, Mr. Examiner, the applicans
herein have twu cases applied for. One, is a froced pooling
of an eighty acre tract northeast of the northeast of Section
30 and a well to be drilled in a location in the southeast

of the northeast and that is 6017 and that includes the usual

charges for supervision and risk and so forth.

They also have cas: 6036 which has some alternatives.,
One, is forced pooling of tlie east half of the northeast
quarter of Saction 30 with an unorthodox location to be
drilled within two hundred feet of the center of the northeast-
northeast of Section 30 and a well, again, to be located within
two hundred feet of the center of the northeast-northeast.

Further, another option we ask the Commission to
respace the pool on forty acre spacing as opposed to the

eighty acre spacing as much of the pool already is.
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Thare sre many Sptidins and alternatives here.

The applicants, however, assert Case 6017, the forced
pooling of the east half of the northeast as well as the
southeast of the northeast only as opposed to Southern Union
Supply's request for the4north half of the northeast and

a well drilled in the northwest of the northeast.

The applicants herein prefer a second application
for reasons which will he brought out.

I With that, I will begin.

JACK ALLEN
was called as a witness by the applicants, and having been

first duly sworn, testified upon his oath as follows:

DIRECT EXAMINATION

BY MR. STEVENS:

Q State your name, residence, your occupation, and
your relationship to the applicants herein?

A My name is Jack Allen and I am a consulting
geologist in Roswell, New Mexico.

The applicants have sought my aid as a consulting
geologist to investigate the facts of the case and present
testimony at this hearing.

Q Have you previously testified before this Commission

Iand had your qualifications as a geologist accepted by the
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2 A Yes, I have.
3 MR. STEVENS: Mr. Examiner, are the witness'

4 lqualifications acceptable?

5 MR. STAMETS: They are.

6 Q (Mr. Stavens continuing.) We have stated, Mr.

7 [|Allen, what we are seeking here. Do you know of any change
a fin a particular location that the applicants might make,

g | subject to the Commission's approval, and a location of a

- '3
% 2 1g [ well in the northeast quarter of the northeast guarter?

) i%é“ " A Yes, the applicant would change the location of

_ a §u§§ 12 | their well in the northeast of the northeast of Section 30
%gi@ 13 | to the center of that proration unit.

h -'gsé'z‘;_é 14 It is presently located two hundred feet north of

— ;Sg 1s | the center of that proration unit, that forty acre tract,
) § 16 [Unit A in Section 30.

17 “ The application calls for it to be drilled two

s | hundred feet north of the center of Unit A. We would concede
19 || that perhaps drilling it in the center of Unit A would be a
- Ibetter location or would be just as good.

2 e I might state that the application says within

2 || two hundred feet but it has been previously staked at that

23 || two hundred feet north location --

24 MR. STAMETS: That relates to 6036?

k.

25 MR. STEVENS: Yes, Mr. Examiner.




10

1"

New Mexico 87501

Phone (505) 982-9212

ting Service

12

13

t Court Rep

14

G
825 Calle Mdjia, No, 122, Santa Fe,

15

sid morrish reporting service

16

17

18

19

2

22

23

24

25

~'~"‘Y~w
» %

o} (Mr. Stevens continuing.) Rafarring ¢to whav hae
been marked as Exhibit Number Five would you explain it, Mr.
Allen?

A Number Five?

13 Pardon me, Number One, I am sgorry.

a. BExhibit Numbei One is a ¢Opy of a land map in the
area of the Flying M Pool, Lea County, New Mexico. I submit
this copy of the land map in that area to, one, to show the
location of the contested acreage in the northeasg quarter
of Section 30, Township 2 South, Range 33 East,

Secondly, I alsc introduce this Exhibit to show
those wells colored in red which are, in fact, drilled on
a forty acre spacing.

Q The other wells in the field that are San Andres
producers are in accordance with the eighty acre spacing
pattern?

A Yes. The other wells that you see here are eighty
acre spaced wells except those in the northwest quarter of
30 and the southwest of 19, those for the most part are Bo
Sea wells,

Let me point out that Section 29, as the Examiner
has previously noted, is immediately offsmetting the tract
in question to the east is already effectively drilled on
forty acre spacing as well as most of the south half of

Section 20.

(A S g
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o Are aboui half of the welis in the pool affectively
drilled on forty acre spacing?

A That is correct.

0 Referring, then, to what has been marked as Exhibit
Number Two would you explain it, pleasa?

A This is a Xerox copy of Costal States Gas Producing
Company No. 4, McFuggin which is located in the northwest of
the northwaest of Section 29, Township 0 South, Range 33 East,

It is a direct esast offset to our proposed primary
location. It is presented, one, to illustrate the pay zone
which is located slightly below forty-three hundred feet in
this particular well.

Approximately seventy feet of section was perforated
in this well. It also illustrates the structure marker
horizon which I used in preparing my structure rap which in
this particular well is located at a depth of forty-three
hundred and eight feet.

It also illustrates the depth and the datum to
the pay zone.

Q Is this log and are other logs in this deal in your
opinion definitive as to quality of wells that may be expected
by looking at a log or logs?
sir.

A Ho, This particular well log is not very

definitive,

vl 4
Dielay,

re ‘f\% b Rl
> A —
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a log analyst there are some companies that have high quality

|
|
|
|
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quality logs. Therefore, during the course of drilling

up a2 field there are some of each of these types of logs

that are run on the various wells through the field making
it extremely difficult to prepare the high quality maps
necessary to determine various things such as net pay and
so on and so forth. For the most part it has to be an

educated guess, especially the particular company that ran

Number Three would you explain it, pleasef

A This is my structure contour map on the top of the
porosity zone that is producing in‘the Flying M Pool and I
have restricted my map to the four sections in question which
have a common corner in Sections 29, 20, 29, and 30, of
“Township 9 South, Range 33 East.

On this particular well I show generally east
dipping structure at the San Andres horizon all through Eddy.
Chaves and Lea Counties. There is a very gentle dip with very
few anomalous situations which you get reverse dip -~ that
would be a dip to the north or a dip to the northwest or a
dip to the west.

I show on this map predominantly a dip to *the east.
This particular map shows a slight nosing through the common

corner of the four sections. The rate of dip increases slightl

this log. ;
Q Referring, then, to what has been marked as Exhibit ;
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1 llon the aast eida of Cectinnz 20 25d 22,

2 This also shows wells that are completed in the

3 |San Andres as well as those wells that are dry holes that have
4 || penetrated that horizon.

5 It also shows some of the injection wells that are

6 lutilized in Section 20 and in Section 29. You will note on

7 || the west side of the map in Section 19 and 30 four dry holes

g lto at least the San Andres formation and some of thesé wells

9 iwaere specifically drilled as San Andres tests and have failed
10 [fas such.

1 You will alsc note two abandoned San Andres producers
12 | notably in Section 30, the northwest of the northwest, and

13 | in Section 30 the southwest ¢f the northeast. Both of those

Phone (505) 982-9212

14 | are abandoned non~commercial San Andres producers. It would
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15 || appear from this map that the further you go west the more
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16 | 1ikely you are to get a dry hole and the greater the risks

17 lof drilling a commercially productive well.

18 Q What is the trapping mechanism of ﬁhis field?

19 A This particular field is quite similar to all of

20 || the rest of the San Andres producing fields in the area in

21 [ that the oil and gas is trapped by a permeability and porosity
22 | barrier as stated b& the previous witness.

23 Q In this case would you say that the trapping mechani

24 || is more 80 permeability than porosity or vice versa?

25 A In some instances thay are directly related to
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each other and in others they are completely unralated.

So, they independently determine the productive
capacity as well as rate of production.

Q In Sections 19 and 20 is it your opinion that
permeability or porosity is the greater trapping mechanism,
in your opinion, in the pinch out?

A Ir some places the permeability and porosity goes
away and that is why there is no oil there. I presume that
the operators of these wells were prudent operators at the
time that this operation took place.

I also note that the well that is the dry hole in
the northeast quarter of 19 was drilled after some of the
producers were drilled in Section 20.

Therefore, they knew that the San Andres was product
in the area and yet they decided it was non-commercial at the
time they drilled it.

Q Is this porosity or permeability pinch out easily

determinable or is it erratic?

|
;
A It is extremely erratic but only a well drillad at a ;
location can determine wnether you have a well or not. ;
Q As a prognostication as to the quality of a well
nearer or closer or tarther away from this pinch out means in
your opinion a lot or very little?

A It is a factor to be quite seriously considered in

staking a locaticn.
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0 Would vou diseonge the susre;
being drilled in the area right now?

A Yes, currently, the No. 3 well located in the
southwest quarter of Section 20 is being drilled. Recent
attempts at completion are presently being attemped right

now in the northwest of the southeast of 19.

e What do your knowledge is the best well in this four

section area?

A In Section 29, the well located in the southeast
of the northwest is the best well in the arza. It has
produced in excess of three hundred thousand barrels of oil.

Q Mr. Allen, I'll &sk you to --

A I have an exhibit later on that will show cumulative |

production.

Q I will ask you to refer to the Exhibit Number One
of the applicant in Case 6035, structure map, and would you
discuss aspects of this map that you think are pertinent to
your’map and our case at handz

A May I ask tihe previous witness a question, first?

MR, STAMETS: Sure,

THE WITNESS: I note in the legend, Exhibit One,
Struciure Map top T/PI or P- One -~
MR. SHIROCK: P-Orie zone ~- top of the porosity.

A Okay. There was some confusion in my mindé whether

it was pi or P-One and there is a difference.
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MR, SHINRCCX: I wWould Lave chanyed that pbut 1
didn't have enough room.
A When you were giving testimony before you said in
Section 19 the brand new No. 2 well the top of pi was at a

datum of plus sixty-one feet -~

fiR. SHIRUCKR: That is incorrect. That is the top of
the Slaughter gzone, porosity zone.

A I was confused by that --

MR, SHIROCK: Sorry about that.

A Thank you.

Q (Mr. Stevens continuing.) Referring to this map
have you some comments as to the regional dip as shown in
this map in Sections 24 and 19?

A Of course, this map covers just a little more area
than mine does and it is a different scale. I think one of
the primary differences between the two maps is the scale.

Q In what respect?

A Well, when you have a ﬁap that is b1§wn up tremendo
large you can do all sorts of gyrations with the contours
with quite a few "streamulations"™ and so forth and when you
close the scale of your map down you have to draw straighter
and straighter lines. “

I think that is the primary difference between these |
two maps., The datums as you can see are quite similar. There

are just very few variations in the order of Jdifferences in
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elevations or whether they log from the derrick bar or the
Kelly bushing or from the ground level. :
Sometimes different operators will log from Aifferen
places and it is nct noted on the log a0 you come up with
plus or minus ten feet and that's a reasonable difference.
There are a couple of primary differences between
the two maps though in that the previous Exhibit Number One
shows counter regional dip that I don't agree with. T don't
don‘t think that it is there.

Q What is your basis for that?

A Well, my basis is general knowledge of Chaves and
Lea Counties as there are just very few places in this country
wvhere you have a counter regional dip. The San Andres is a ve
uniformly eastward dipping formation.

Q In the southeast quarter of Section 24 you have
regional dip to the north as shown by the applicant in the
other case as a northwest dip. Do vou see any avidenre ¢+o dus
his dipping that regionally tc the northwest on his map?

A There are no datums posted next to those wells.

It's an interpretation. Most of us geologists make interpre-

tations of the data at hand and when you don't have the data

there you either doc not contour it or you just end vour conto
0 Po you see any justification for the regional

dip to the northwest of :he south half of Section 197

A Well, when you put the datum, plus sixty-one datum,
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on thae Cuaas No wsll rather lhan the way i1t is contoured
it would tend to flatten that dip out. It would not be
nearly as a directly north contour.

If you look at the map that 1 prepared without
knowledge of that particular datum my map is contoured and
the sixty-one datum comes right in on the contours that I
drew on that location.

Q I note that you also have a datum of seventy-nine
on the well in the southeast quarter of the scuthwest quarter
of 19 whereas the previous applicant's Exhibit One has a datum E
of plus sixty-three. |

Would that materially change the north dip in the
contouring of the purported structure in the north half of
the northeast of Section 302

A My datum is seventy-nine and his dat'm is sixty~-
three and that is a difference of sixteen feet. Sometimes
it is very difficult to pick the top of the porosity as a
clean break especially if you are looking at a log that goes
to the Bo Sea and not a detailed log through the zone that
you have your datum,

It i8 quite simple on an electric log scales of

one inch to a hundred feet and your pencil line is five feet

thick.

So, I would say that he is probably a little bit

too desp on that datum. My interpretation says it is sixteen
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1k fast Aeap.

2 1} Based on your study of this area and looking at

3| the applicant's exhibits do you believe that the closed

4 | structure shown in the north half of the northeast of

Section 30 is there?

6 n A 1 do not think it is there.

7 e Do you think the proposed location of Susco in the
8 | northwest of the northeast is a superior location to a loca

gl in the northeast of the northeast or the southeast of the

3
85 l{
5 % 10 | northeast?
) iggg 1 A I donot. The risk in drilling a hole there is
_ ggﬁ:ﬁ; 12 | considerably greater than drilling one in the northeast of
_E§§§ 13 }| the northeast of Section 30,
- .§§§§ 14“ Q Is that because you are getting closer to the
B°F
- g 3 15 | pinch out?
) é 16 A | That's correct.
17 2 And the further west?
18 A The further west you go the closer you get ¢o the

19 | pinch out and the greater the possibility for a non-
20 | coomercial producer.

21 Also, there is a significantly greater advantage in
22 || drilling in the northeast of the northeast because it directly

23 || offsets three producing wells.

24 Q This is based on geology or empirical oil finding?

25 A This is an empirical relationship.

_,_.:.,T e
A
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Q Is it -~
A If you are directly offset to a producer there is
a lot better chance of jumping out on an extra location.

Q Regardless of geology?

A Regardless of geology or anything else.
H‘ v Thank you. Do you have any ifurther comments reg
your Exhibit Three or the previous applicant's Exhibit One?

A Well, there are some gyrations here -- geologists
have different ways of expressing their opinions. Some
ﬁpeople are éitremely optimistic and some people are extremely
conservative and I consider myself optimistic.

But I think the stfucture anomaly that we see in the?

southeast quarter of Section 30 is extremely optimistic based o

no data whatsoever. The ditch that thumbs through there may

or may not be present,

4] Does the -- : j

A It doesn't do anything for me.

vy Doeg the structure as shown in the southeast of 30
give you a re-enty and therefore a low in the south half
of the northeast of Section 30?

A Well, when you draw a structural anomaly in the
southeast quarter such as is drawn here then your only
alternative is to draw a deep re-entrance or syncline on your
map immediately opposing it and therefore possibly manufacturinp

a low that is, indeed, not there and making that acreage look
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1 | less attractive.
2 Q Referring to what has been marked as Applicant's

3 || Exhibit Number Four would you explain it?

4 A My Exhibit Four?
5 Q Your Exhibit PFour? é
6 A My Exhibit Number Four is a map showing a completion i

7 || date of each of the wells drilled in the four sections.

8 You will note that the dry hole in the northeast

h
gt of 19 was drilled subsequent to the discovery of this pool

ok

10]] and it was drilled or completed in November of '64, while

Lo gk gt

11 || producing wells were drilled in Section 20, in the extreme
12 || southeast of Section 20 in June of '6§4 and in July of '64,

13l the No. 2 well in the southeast of 20 and in June of '64,

Phone (505) 982-9212

14} tke No. 3 well in the southeast of the northeast of 20,
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15 | also, the No. 5 well in the southeast of the northwest of
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16 | 20, so, people were fully cognizant of the fact that this
17 || pool was in a state of development and they were looking

18 | for a producing well at that location and it was not over-

19 || looked, the pay zone was apparently not overlooked, and

2 .

7ff ' 20 || it would be a high risk venture, re—-entering the hole and

| 21 | I make the presumption that the operators were prudent and
;“ 22 | this illustrates a valid dry hole to the west of permeability
23 | pinch out.

24 Q Do many of these same considerations &pply to the

75 || well in the southwest quarter of the northeast gquarter of
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14 30?2
2 A Okay, that well was completed as a San Andres
3 || producer. However, it is a plugged Sar Andres producer

because of being a non-commercial producer. Therefore,

PR
E-3

5 [| somewhere in this vicinity should be the porosity pinch out,
sl the limit of commercial production.

7 | This well that was drilled in the southeast of

gl 30 that is a prcducer is a very marginal well. Currently,

o] it is only producing three barrels of oil a Aday.

3
.E 2 10 The well drilled specifically as a San Andres
ié:;: 1 ‘prodncer in the southeast of f.he southeast of 30 was plugged.
- §§'§§ 12 Q On the basis of these would you consider that
ﬁgig 13 || the pinch out, at least the effective pinch out of this
B EE%E 14‘ field, is somewhere in the second location west of the
:§°§ 15 || east 1line of 19 and 307
§ 16 A Say that again?
17 Q Let me rephrase that -- well, let's_ just forget

18 | that question.

19 Is that pinch out line possibly being indicated by
20 || the dry hole you mentioned in the southeast-northeast of 19

21 || and the southwest-northeast of 30?

22 A It is highly possible that a well located in Unit

23| B of Section 30 would be a dry hole. I would say that there

24 || s a fifty percent possibility just as the previous witness

25 || hag said that that would be a dry hole.

G
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1 Q Referring to what has been marked as Exhibit Numbar

2 [Five would you explain it in conjunction with Exhibit Number

3 [Four?

4 | R Exhibit Number Five is a map indicating the total

5 [cwnulative production of all wells in these four sections

6 r.o the date of 1/1/77, in other words approximately nine
7 nths ago. This is a cumulative production of all wells in
g fthis area and generally you can correlate data of completion

g [with cumulative production, total cumulative production, with

_% 2 10 & few outstanding exceptiona such as the No. 1, McGuffin which
- iiz; 11 |[is located in the southeast of the northwest of Section 29.
%%;Eg 12 |It is the exceptional well in the area and it has produced
%‘éf.%‘ 13 fthree hundred and eleven thcusand barrels of oil -- the
~ '%%;og 14 |[dream of every geologist to have one of those wells.
Esg 15 ii Q This Section 29 surrounding that well is it drilled
B § 16 fon, in effect, forty acre spacing?
17 A Section 29 is effectively drilled on forty acre
18 {units.
19 Q And the amount of oil produced by that No. 1 has not

20 lorevented the completion of the extra wells in those alternate
21 [|[forties has it?

22 A It has not.

23 o Referring, then, to what has been marked as Exhibit
24 |[Numbexr Six would you explain that please?

25 A Exhibit Number Six shows production in the pool as
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of the month of July 1977 =~ not in tha nool but of thoee
selected wells in the immediate vicinity of the contested
acreage.

It shows that the highest, the most highly,
productive wells are at the common border of Sections 19,
20, 29 and 30.

Q Referring to what has been marked as Exhibit Number
Seven would you explain it?

A Exhibit Number Seven is an interpretation of Exhibit
Number Six. It is the average daily production of wells in
the immediate vicinity4and you will note that the Southern
Union Well No. 1 in the southeast of 19 produced two thousand
sixteen barrels of oil during the month of July. The
completion date was the 7th of July and therefore I would
assume that that was twenty-two days of production which gave |
an average production through the month of July of ninety- |
two barrels of oil.

In the previous testimony it was staﬁed that the
average production was eighty-four and I will concede that.

You will note also that the No. 2 well drilled by
Arco in Section 20 in the extreme southwest of the southwest
of 20 produced an average of eighty-one barrels through the
month of July.

The McGuffin No. 4 in the extreme northwest corner

of Section 29 produced ninety barrels of oil.
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3 [ presently draining the acreage in question.

4 o Do you consider that your contouring which you did

s | based on production, is there any evidence that a location

6 | in the northwest of the northeast quarter would produce

7 | more oil than the three wells around that common corner that

g f You just talked of?

B 3 Q A I presume -- do you mean Unit B, Section 30?2
8 8
s 8 10 Q@ Yes, sir.
iéz" 1 A From the data at hand,, the basic data that we get
wo o
N §§§§ 12 | from the official records of the 0il Conservation Commission,
§52
] ‘gfg 13 | the best location for the higheat production would be in
- £ 5=8
'E §££ 14 f Unit A -- probably the center of Unit A of Section 30.
e sd
o®
_s ; 15 Q Do you have any other comments concerning these
2 3 _
8 16 || two exhibits?

1" A‘ NOo

18 Q Based upon your study, Mr. Allen, first let me

ask you, based on your empirical observations do you think

3
3

20 || the operators in Sections 20 and Z% consider that one well wil

21 || drain eighty acres?

85, Oil i1s i1apidly being produced from the common
2 || corner by those three wells and in all probability is ’

22 A No, sir, I sure don't. I think that they have

23 || demonstrated that it will not adequately drain eighty acres.
24 Q Do you consider that one well will drain eighty

75 il acres in the north half of the northeast or the east haltf




1 || northeast?
2 A No.
3 Q In your opinion what is the best location to drill

4 1in the northeast quarter of Section 30?

5 A Unit A.

4 6 o To get a good well?
7 A Unit A, in fact, I know of no other field in this

s i davelopment in the San Andres that has ever been developed

— 3 9 fon an eighty acre spacing. All other fields that I can think
-g ’g: 10 jof in southeastern New Mexico, San Andres fields, are
i i§§ o 11 | developed on forty acre spacing and on occasion they are not
_ gggg 12 || adequately drained. |
:§§§ 13 As a matter of fact, in the lLavaland-Slaughter
- '§§§5 14 || £1e1@ and the Watson field they are drilling infill wells
- ; cg 1s | right now and are finding that bottom hole presgures are
) § 16 | quite near virgin and they are on twenty and ten acre spacing.

17 So, in my estimation eighty acre spacing is not

18 | adequate to drain the San Andres reservoir anywhere.

1 Q In your opinion is it possible that this field

20 | ®might be better drained on twenty acre spacing?

21 | A It might.

2 0 Based on your study of this and considering only the

23 || proximity to the pinch out which would be the superior of

24 || the three locations, Unit A, B, or H in Section 3{?

25 A I think the superior location is Unit A of Section

]
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2 0 What, in your opinion, would be the sscondary

3 || location?

4 A The second best would be Unit H.
5 (4} Based upon your consideration of proximity to the
6 { wells from an empirical approach which would be the superior

7 § location to be drilled in the northeast gquarter of Section

8 %307
g 9 A Unit A.
e 10 Q And your second best location?
n A Unit H,
12 Q In your opinion would a well in the northwest quarte

13  of the northeast quarter drain the northeast quarter of the

Phone (505) 982-9212

4 | northeast quarter?

15 A Part of it. Well, just as the well in Unit P

sid morrish reporting service
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16 lof 19 and the well in Unit M of Section 20 and C of Section
17 || 29, in that same sense. ERach of them are draining acreage
18lin Unit A of Section 30.

19 Q Will a well in the southeast quu..3r of the

| .. . . e s e .. . . -
20 | soutneast gquarter dralin the nortneast guarter =-- pardon me --

21 {the southeast gquarter of the northeast quarter drain the

22 | northeast quarter of the northeast quarter?

23 A O0f what section?
24 Q 30, sorry.

25 ' A Section 30, the southeast of the northeast, would
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2 Q Yes, sir?

3 A Partially.

4 Q In the same manner ~--

5 A In the same manner that one in the northwest of

7 Q Mr. Allen, in your opinion should this pool be

8 § spaced on forty acre spa:ing as opposed to eighty acre

9 | spacing?

10 A My personal opinion is yes.

1" Q Is this because in your opinion everything -- one
12 [ well might always drain forty acres or is the production so

13 | variable that there might be a better way to develop it?

Phone (505) 982-9212

14 A I think the recent activity in the area demonstrates
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15 | that quite a bit of oil has been overlooked in the past.

16 You will note on Exhibit Four there is generally

17 | periods of development of this pool. The initial period from
18 (| '64 through '67 in which the original eighty acre spacing was
19 [[initiated and, then, from '74 through to the present in which

20 lithie unicque area of extremsly high productivity or at lsast

~

21 [[initial productivity is being developed.

6 {| the northeast or unit P of 19 and so forth. ' l i

2 m-i% is not an area that would nct have been

23 [[discovered in reality if the eighty acre spzcing had been

24 | maintained.

25 Q If the entire pool would be developed on forty acre
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spacing would more oil be produced in your opinion?
2 A I think so but I am fighting a whole lot of
3 [ engineexrs who have said otherwise and probably & great deal

4 lof the industry.

5 This particular reservoir, though, in my opinion

| does require forty acre spacing, at least.

Q Do you consider this field to be subject to

| secondary racovery sucoessfully?

10 §

1 {or forty acre spacing?

12 L  Forty.
13 | Q If it were subject to secondary recovery would it

14 | be necessary to infill drilling in your opinion?

15 A At least to forty acres density in some areas. It

16 | may be necessary depending on engineering studies to drill

17 l even more densely than that.

18 Q Could you give us your estimate as to # risk factor

A Yes, sir. ?f
Q What would be more beneficial eighty acre spacing 1
19 [on Unit A of Sectiomn 307 ﬂ .
20 A I would say there is an eighty-five percent probabili*y‘
21 |of completing a well at that location successfully at
22 | commercial production.

23 0 How about in the south in Unit H, the southeast of

24 || the northeast of Section 30?

25 A I would estimate a probability of production there
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2 Q And Unit B in the same section?

3 A About fifty percent.

4 Q Based on your study and your previous observations
5 |do you believe the granting of the application in Case 6036
6 provm:.ng for an unorthodox location or in the alternative

7 | forty acre spacing so that a well could be drilled in the

8 | northeast-northeast and forced pooling only in the northaasé-

northeast would promote conservation and protect correlative I

3 9 |
8 &
8 10 | rights and prevent waste?
I ,
iigﬂ n A Yes, I do.
- Eg:g 12 0 Were Exinibits One through Seven prepared by yvu or ;
a
242
£ §§§ 13 junder your direction? :
8 SR
- A .
'Fé. §§§ 14 A Yes, they were.
v .2 i
B°g 3;
- ; 15 MR. STEVENS: Mr. Examiner, we would like to :
® 3
3 16 | introduce Applicant's Exhibits One through Seven at this
17 | time,
18 MR. STAMETS: These exhibits will be admitted.
19 MR. STEVENS: We have no further questions on
an tdiveot. ,
21 MR, STAMETS: I would like to clarify a couple of

22 [|things at this point.
23

24 CROSS EXAMINATION

25 |BY MR, STAMETS:
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- P R .- se. -~ .
1 4} T€ ¥ understand this coireclly, Mr. Stevens, you

2 | have tentatively abandoned your position in Case 60172

3 MR. STEVENS: We haven't abandoned it. If the

4 jCommission denies Case 6036 or the alternative therein we have |
5 | have not abandoned it.
6 If the Commission grants any portion of 6036, ves,

7 lwe have abandoned it.

8 Q Let's put all of these things into order. What

9 [you would like to have, first, what would you like to have,

87501

10 l the eighty acres in Unit letter A?
1 MR. STEVENS: May I state this, we have one more
12 |witness and he will expand upon this, if you don't mind or

13f1'11 tell you right now.

Phone (505) 982-9212

14 Q It would, perhaps, help the interrogation if we

General Court Reporting Service

825 Calle Mejia, No, 122, Santa Fe, New Mexico

15 | knew for sure what it is.
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16 " MR, STEVENS: Definitely, the applicants, Latham

17 {and Barton, would prefer the best possible for all parties,

18 [not just themselves, and it would be either an unorthodox

19 || location in the northeast-northeast of Section 30 and as a

basis therefore the uwnortheodox lecaticn or a2 forty acr

3

21 {{in the field whichever mechanically the Commission feels is
22 || the better way to get there.

23 Further, they would desire to force pool only the

24 |[northeast quarter of the northeast quarter for purposes of

25 [|drilling that well.
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Now, Lhey ndynt selfishly desire to have the
east half of the northeast forced pooled but we will point

out later that that just isn't equitable. So, you have

defined what we particularly want, first.
o I thought I had but now I am not sure.
MR. STEVENS: Well, we have another witness who
will go into that, if you don't mind. Mr. Latham will go

into that.

MR. CATON: I would like to reserve my questions
until after Mr. Latham has testified and it might ahorteﬁ
the proceedings.

MR. STAMETS: The Southern Union witness testified
as to the north half of the northeast of Section 30. Will
somebody tell me if that is the interest in the entire

northeast of Section 30.

" MR. STEVENS: Mr. Latham can.

n g . (Mr. Stamets continuing.) As to your application
for the changing of the pool rules from eighéy acre spacing
to forty acre spacing might that not have some harmful

effects on the rights of intereat owners in tha proration

Y I T R U

units already completed? %
MR. STEVENS: In our opinion we certainly do and we |

asked for some disinclination there however we felt the

Commission should have every opportunity and every mechanical

method by which they are authorized to allow a well to be




MR N o, SFA L TR T o St

Page 79

3 || forced pooling only in the northeast-northeast might not

o
»

be permissible. I don't think it could be argded successfully

5 [but it might be.

t §drilled in the northeast quarter of the northeast quarter. i
2 jAnd it could be argued that the unorthodox location for
8 Q‘ Okay. _ _
” 7 MR, CATON: I am not certain that you. ars Quorn,
~ - 8 !Hr. Stevens. E
_ 3 9 MR. STEVENS: I'll be happy to be sw&&i
% z 10 ; MR. CATON: We will take your atatomcnt for' vhat it
iéi: 11 {is worth. |
) §§‘§§ 2|l MR. STAMETS: Do you have some quest:l.ens. Hl:.
£ iig 13 | Caton?
_ g8 o |
ggfﬁ 1l MR. CATON: I have some questions but 4t will
;cg 15 probably be more profitable to hear Mr. Latham. ﬁrst.
; § 16 MR. STAMETS: That. sounds just fine and bl 11 be
7 Qhappy for Mr. Stevens tp_proqaed.
18
19 | L‘ LAQHAM, JUNIOR
20 || was called as a witness by the applicants, and having been
21 || first duly sworn, testified upon his ocath as follows
a 22

23 DIRECT EXAMINATION J

24 [[BY MR, STEVENS:

25 Q Would you state your name, residence and occupation ’
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and your relationshlp to the applicants herein?
A My name is E. L. Latham, Junior, and I live in

Hobbs, New Mexico, and Mr, Barton and I are independent

operators.
1) Are you and Mr. Barton and other independent
parties partners in the ownership of certain of the lands in

question here?

A Yes, we are.

Q Subject to the alternatives which may be available
here do you desire to operate the well or wells to be drilled
that the Commission might allow?

A Yes, we do.

Q I don't propose to have ﬁr. Latham as an expert
witness however I would like to have him give his background
in the oil business.

Would you briefly state your educaticnal background
and your oil experience?

A I have been associated with the cil busineas all of
my life. I graduated from T.C.U. in 1949, with a B.S. Degree
in Business Management.

I went to South America with Gulf 0il Corporation
for four years and i worked in oil handling there.

Then, from there I went to San Francisco and worked
for Shell 0il Company in the purchasing department and I

was an assistant to one of the buyers.

|
&
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In the lasl iweniy-live years I have bLe&n in
southeastern New Mexico, first, working as a logging
incorporating engineer, a salesman, and then as an oilfield
equipment salesman.

In the last nineteen years I have been self-employed
and I have my own oil equipment business and in the last
ten or eleven years I have been an independent oil operator
dealing primarily with state, federal and fee oil and gas
leases. minerale, overrides and working interests.

MR. STEVENS: Are his qualifications satisfaqtory,
Mr. Examiner, as an operator?

MR, STAMETS: Mr. Latham, how many wells are you
the operator of or part operator of?

A At the present time Mr, Barton and I operate one
well.

MR. STAMETS: Mr. Latham is certainly recognized
as an operator and the Commission has always considered the
testimony of operators and of people familiaf with oil

well operating, from the practical standpoint, as well as

Q (Mr. Stevens continuing.) Thank you, Mr. Examiner.
Referring to what has been marked as Exhibit Number Eight,
Mr. Latham, and would you explain the first portion thereof
and T am going to ask some questions under each of the

subdivisions that we have here.
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A 1 beg your pardon?

Q Would you explain the first portion of Exhibit
Number Eight, the ownership?

A Okay. The east half of the northeast quarter,
Latham and Barton, we have a seventy-three percent working
interest. Our net revenue interest is sixty-seven percent.

Q The difference between those two figures is the
amount of rovalty., is that correct?

A That's correct.

Q On that basis. then, the twenty-seven percent, plus
or minus, would be owned by Southern Union, is that correct?

A~ That's correct.

Q That would also give them only twenty-seven percent
of the northeast quarter of the northeast quarter, is that
correct?

A | That’s correct.

MR, STAMETS: Let me get that clear. What you are
saying is that that set of figures applies both to the east
half of the northeast and the northeast?

A The eighty acres.

0 {(Mr. Stevens continuing.) If it were forced pooled
on == |

A On eighty acres,

MR, STAMETS: Okay, I understand, You also are

saying that the same thing is true as to the forty acres being
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the nertheast guartsr of the ncrthsast guarss:?
“ MR. STEVENS: I should have explained that. That

would be the case only if it were forced pooled as a pooled
unit.

In other words they have twenty-saven percent of
the southeast-northeast and twenty-seven percent of the
northeast-northeast if that were forced pooled.
| MR. STAMETS: Okay.

Q (Mr. Stevens continuing.) The next, Mr. Latham?
A On the north half of the northeast Southern Union
has seventy-six percent, plus, that's working interest.

They have a net revenue interest of sixty-one, plus,

perxcent.

Q And the difference between seventy-six and sixty-one
is the amount of royalty, is that correct?

A That's correct.

Q Therefore, while Southern Union has a hicher working
interest percentage than you do in the noruh half of the
northeast, in working interest, you have a higher net of
lrevenue interest in the east half of the northeast than they
do in revenue interest, is that correct?

A That's cofrect.

Q Then, in this north half of the northeast you have,

Latham and Barton, have some twenty-four percent?

A Twenty-three and a half.
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Q If this were forced pooled would vou have twenty-
three and a half percent in the northwest-northeast and in
the northeast of the northeast?

A Run that by again, Don?

Q Sure. If the north helf of the northeast were forced

| northwest-northeast and in the northeast-northeast?
| A Yes.
o} All right. The next is the northeast-northeast and
éwould you explain it, please?

A Soutkern Union has fifty-three percent working
interest and thirty-nine, plus, net revenue interesﬁ.

Latham and Barton have forty-six, plus, percent

working interest and forty-one percent net revenue interest.

Q Thus they have a higher working interest in the nor
east-northeast however you have a higher net revenue interest,
is that correct?

A That's corrert.

Q What is the reason for that?

A It is the amount of royalty that was given to
some of their leases.

Q All right., 1In the west half of the northeast?

A Well, according to the testimony here they have
fifty percent of the southwest quarter, only. I really don't

know the figures.
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L o But you own none? kL
{
2 | A We own none, right. |
|
3 Q Mr. Latham, if you were granted, and asserted to i

4 |be granted, your original application in 6017 would you drill |
5 |a well in the southeast quarter of the northeast gquarter

6 |and then would you drill a well in the northeast quarter

A That's what we intended. We staked two wells.

7 "of the northeast quarter?

9 Q Is that what most others in the area have done?

SO TR PR ’

§ ~ <
5 o B
-E 8 10 L Yes. :
S %
” EEE o 1" Q And in your opinion would that greater protect the ‘
223 _
% §§§ 12 fcorrelative rights of the owners of the northeast quarter ;
Q N ‘
: £33 |
§,.-§ 13 jof the northeast quarter?
- £ 8= a
'E gz"_é 14 | A Yes, sir. -
.3
B°F
~ g 15 Q Well, if Southern Union managed to force pool you
® 3
3
an

T T D

16 ||in the north half of the northeast would you be in effect
17 {giving up half of your ownership in the northeast-northeast
- 18 || to Southern Union?

19 § A That's correct.

20 1] In other words if the northeast-northeast was drilled

21 [as a forty acre unit by yourself vou would have a forty-one
' 22 | percent net revenue. interest.

| 23 What would you have in the northeast-northeast if
24 | Southern Union forced pooled you in the north half of the

25 (| nertheast?
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A We would hava twanty-three noint five percent i

working interest.

Q And do you agree with your geologist that the

“northeast-northeast is by far the suparior location to drill?
A I do.
Q ' Would, then, their forced pooling be considerably
to your detriment and affect your correlative rights?

A It would, ves.

Q Refaerring, then, to what has been marked as Exhibit
Number Nine, would you explain that, please?

A This is our A.F.E. for the drilling of a well to
be located seventeen hundred and eighty feet out of the north

and six sixty out of the east which would be the position H

in Section 30, 9 South, 33 East.
Q Now, this would refer to the first case, Number 60172
A Right.
Q Would these figures apply also to the Case 60367
A No, it would be a little cheaper.
Q All right. Go ahead --
A

The only difference would be the dirt work. We

wouldn't have as much road to build.

0 What is the total amount that you would anticipate l

) " N L L e

that this well would cost? |
- In which location?

Q In your Exhibit Number !line? .




1 A T would anticipata one hundred sint
2 !i one hundred fifty-three dollars and eighty cents.
3 Q How did you arrive at these figures, Mr. Latham?

4 A I contacted each of the suppliers that operate in

5 | this area and also the service companies that operate in the
6 | immediate area and got prices from them.
7 Q Did you allow additional possible overruns and

8 imimllaneoue avpenses in addﬂ:ion thereto?

g 9 A I did like miscellaneocus two thousand dollars and
=
-g 8 10 | in various places here and possibly we could trim it just a
g i3
ao-%;" 11 1ittle bit,
w =8
g gjg 12 Y In other words you can not only have overruns you
sdg
§§§% 13 i can have underruns, is that correct?
- o=
'g gfé 14 A Absolutely.
ESs
o ; 15 Q Have you received an A.F.E. from Southern Union but
L 1
8 16 { I quess you heard the witness for the previous applicant

17 I‘ state, and do you consider that price is a reasonable price
18 || that they estimated?

19 A No, I don't.

20 Q Do you believe that you can complete the weli for
21 considerably less than that?

22 A 1 do.

23 Q bo you feel that by completing the well at this
24 || Yesser figure that you can do a workmanlike job or at least

25 {lag gocd a job as Southern Union might do?
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1 B ¥ Yaa, T do,

2 o Mr. Latham, how do you plan to have this well
3{ldrilled and completed?

4 A Well, we engaged our geclogist, Mr. Allen, to be

5 § the geologist on any well we might Arill and also we have
6 j engaged Mr. Jack Noss and he is ratired from Gulf with
7 j thirty years of experience and for the last ten years he has

8 tbeen a consulting drilling and completion foreman and he is

_ g 9 j presently engaged with Continental 0il Company.
% g 10 Q Do you consider that your consultants plus your
029 ) )
3 §;N 11 j experience in the field will give you the necessary qualifica
“ii'a
- §_§§§ 12 | to complete a well and operate the proposed well should the
233
-Eg..;% 13 { Commission grant it as well or better than Southern Union
S
- ﬁ 335 14 || Supply Company?
© 54
go® i
_ - g 15 A As well, ves.
® 9
g 16 o You have heard Mr. Allen's testimony as to the risk

17 {{ factor here. Do you agree that the charge for risk should

18 } be along the same lines as the risk factor that he came up

19 [| with?
20 A Yes, sir, I do.
21 1 Do you know -- would that fiqure be fifteen percent

22 jor would you add something in there for interest or something

23 |l 1ike that for the application for the well in the northeast

24 | 0f the northeast?

25 A, Well, it depends on -- if you have to spend money
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like to know whether interest on the monay that vou possibly

borrow in their behalf, is that included in the cost? 1If

it is not, I think it would not be just at fifteen parcent.

Qo It would be higher?

A It would be higher. It would depend -~ it would be
higher if the cost of interest is nct in for the money you
borrow to drill on their behalf. If it is, if the cost of
interest is in that then thr fZifteen percent would be
equitable.

MR. STAMETS: Let's go off the record for a minute.
(THEREUPON, there was a short discussion off
the record.)

Q (Mr. Stevens continuing.) Would you agree, then,

that fifteen percent wouldn't be sufficient as a charge for

Hrisk since you have to borrow the money to carry the monthly

r expenses?

A No.

for risk in cthis case?

A Well, in the norhteast of the northeast, in this
case, it would be twenty-five percent.

QO And in the southeast of the northeast?

A It would be fortv-five parcent.

to force pooi somebody and spend money in their behalf, I would

Q What would you consider would be sufficient to charge

Q Mr. Latham, you originally asserted the east half of

- e o
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1 1 ths northeast and in your opinion if you got the east half

2 ||[of the northeast wouldn't that dilute the interest of Southern
3 |Union in the northeast of the northeast where you propose

4 Jto drill a second well?

5 A It would.

T0 tneir detriment?

-]
=
[ <]

7 A Uh-huh.
- 8 e It would not protect their correlative rights?
_ 9 A That's correct.
10 Q Conversely, thay receiving apéroval of the north

1 Phalt of the northeast would have the same effect upon you?

12 A It would.

13 Q Do you consider, then, an unorthodox location approv

No, 122, Santa Fe, New Mexico 87501

Phone (505) 982-9212

14 | by the Commission or, conversely, forty acre spacing in the
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15 | field whereby a well could be drilled in the northeast-
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16 “ northeast and you could drill yours southeast-northeast and

17 " they could drill their northwest-northeast would that, in your
1g | mind, be the most equitable mannér of taking care of this |
19 || situation?

20 A It would.

21 o Were Exhibits Eight and Nine prepared by you or made
22 lunder your direction?

23 A They were.

24 MR. STEVENS: I have no further questions on direct,

75 | Mr, Examiner. I would move that these two exhibits be




2 MR, STAMETS: Exhibits Eight and Nine will be
3 jadmitted.

4

5 CROSS EXAMINATION

6 | BY MR, STAMETS:

7 Q Let me clarify a couple of things before you get
- 8 § started,
— 3 sl Mr. Latham, you have no interest whatsoever in the
2
-g % 10 | southeast of the northeast?
iézg n A We do, the southeast of the northeast?
g §‘§§ 12 Q The southeast of the northeast?
S
ggg% 13 A We have one hundred percent working interest. :
B EEfé 14 ] MR. CATON: Conversely, Southern Union has no interesf !
sc%- 15 | whatsoever.
2 3
3 16 ) (Mr. Stamets continuing.) Okay. I am going to

17 {add that to my copy of Exhibit Number Eight here =-- the
18 || southeast of the northeast will be one hundred percent working

19 || interest for Latham and Barton.

20 A That's correct.
2 Q Okay.
22 MR, STEVENS: I might mention, Mr., Examiner, that

23 | the northwest of the northeast is one hundred percent Southern
24 || Union.

25 Q {Mr. Stamets continuing.) Again, I am going to try
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m and Barton's Gesires.

k, 2 First off, they would like to have a forty acre

3 jnon-standard unit with a well to be drilled in the northeast
4 lquarter of the northeast quarter?
5 MR. STEVENS: Yes, sir.

- 8 Q Or forty acre pool spacing -- either one of those

7 {two would be satisfactory?

8 MR. STEVENS: With a forced pool provision.
- 3 9 1 And you will have tc have forced poocling in the
% % 10 northeast-northeast.
B g.é;g n A Yes, sir.
2
g g §§ 12 Q Then, second, if you don't get that, second, of what
:Eg% 13 jyou would like to have would be an eighty acre forced pooling
- ggié 14 lin the east half of the northeast with a non-standard north-
- ;og 15 jeast-northeast location?
§ 16 MR. STEVENS: Very good, yves.
17 I Q Third, then, or fourth, depending on how you count

18 [[one, whether it is one or two, you would like to have the
19 |east half of the northeast pooled and a well drilled in the
20 Il southeast-northeast?

21 MR. STEVENS: Yes, sir.

n MR, STAMETS: Okay, I think I am cle.r on that,

23 | finally. {

24 MR. STFVENS: Tt took a long time to get here.

25 i Mr., Examiner. ?
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i MR. STAMETS: You may go ahead and cross examine,

2 {Mxr, Caton,

4 CROSS EXAMINATION

5 |BY MR, CATON:
6 Q It is true, Mr. Latham, that Southern Union doces

7 jnot own any interest in the southeast of the northeast?

15 | those parties that are directly adjacent to the northeast

8 A That's correct.
- g 9 Q You own one hundred percent of that and you agree’
B %:%: 10  that drilling in the northeast of the northeast on an upright
%%EE 11 eighty acre spacing would damage Southern Union's correlative
- £52 12 frights?
ga:: g9
_ %gég 13 A That's correct.
Egié 14 Q Now, what is your opinion on what the rights of
o®
=
T §
]

16 Hof the northeast, the three wells that border this corner?
17 u What is your opinion of the affect on their correlative

18 | rights by drilling in the northe#st of the northeast? Do
19 | you think those rights «will be damaged?

20 A I think that would be a question for a geologist.
21 | I don't know.

22 Q I respect that opinion, Now, if I understand you

23 | correctly you basically apandoned the position that you would

24 [[1ike +0 have the drilling unit, whether it ig eighty or forty,

25 jlin the east half if it included the southeast of the --
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2 Q Now, Mr, Tatham, in locking at vour expenditurss

3 jjon this matter, looking at your equipment expenditures

4 l and comparing with Southern Union's actual expenses of a

5 |well just completed we found total equipment expenditures
6 |of approximately ninety thousand dollars and you found

7 | sixty-four thousand six hundred and forty as your estimate.

8 Are vou provasing to nse anvthing otheyr than naw

..... o -~

9 § equipment?
10 a Well, where you circulate your elighteen hundred
11 || feet of eight and five and it is going to be circulated, I

12 || say use good used pipe would be sufficient there.

13 Q So, you are proposing -- can you tell the hearing

Phone (505) 982-9212

i
i4 | officer what egquipment you propose would be used in the

General Court Reporting Service
825 Calle Mejia, No. 122, Santa Fe, Naw Mexico 87501

15 | well besides the casing?
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16 A Really just the casing on the eight and five eighths
17 {and a pumping -- probably a pumping unit.

18 Q Can you tell me where }-'ou got the esimate of cost
19 || of the pumping unit?

20 A Well, just past experience. That's just a ball
21 || park figure.

22 Q So, you didn't zall anycne and find out?

23 A No, it takes time to shop and find a used pump

24 | jack. So, I haven't called.

25 o How long has it been since you were the supervisor
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1 lor handling the drilling aof a wall,6 My Tetham?

.-

2 A Five months.

3 o All right. And was this a well in this similar

4 [|San Andres formation?

5 A No, it was the Grayburg.

6 o Now, can you tell me in item six your electrical

i
bt

7 |logging and can you tell me what your footage rate is on

g j that?

_ 3 9 A I got that figure from ocur geologist who suggested

% 2 10 {what logs to run and what the extension would be.

ié%ﬂ ™) o All right, I'll ask him about that. Now, the same

E%:f?; 12 Fthing on your number seven your drilling you gave me?

2

%gg% 13 A That is the figure from the same contractor that you
B %;E%g 14 [[used.
— ;Qg 15 Q All right, Now, do you agree that there is a risk

) g 16 |[in the drilling of any of these wells either of the two you

17=propose and the one proposed by Southern Union Supply?

18 A Any of them.

19 0 All right. Do you disagree with the amount of

20 |18k invoived in these matters -- do you feel, Mr. Latham,
21 [that you have a fifty-fifty chance of getting a well in the
22 ||northeast of the northeast or do you feel that you have a
23 [(better chance?

24 A A lot better chance than that.

25 0. What about your well in the southeast, what do you
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think about that?

A I cthink it is8 like our gaeaologist says about a aeventy?

percent chance of a commercial producer.

| e

in the center of the northern pooling, eighty acre vpooling,

Do you have any objaction to drilling of a well

unit, Mr. Latham?

A You would have to explain where that would be.

Qo Well, in the center of the eighty acre tract, the
north half of the northeast?

|

Q Yes,

In the center location, B?
sir.
A I don't know --
Q Well, I don't know what your location B would be
but the location for the pooling acre as requested by
Southern Union Supply, the pooling unit, do you have an
Iﬂobjection to a well at the center of that location?

A It would depend on what the interest would be.
It wouldn't be my choice by any means.

Q Why wouldn't it be your choice, Mr. Latham?

A Well, for the same reason as my geologist, I don't

want to go west. We picked up all of that acreage and did

not.

h] [ P I TN 2
Q I+ is your prefercnce, gaclogically, it's

preferance from the amount of interest that you have in it?

A, Geologically and the interest, also.
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MR, CATON: That's all I have. If I may undertake
cross of Mr, Allen?

MR. STAMETS: Okay.

MR. STEVENS: If I may ask him onz question?

Q (Mr. Stevens continuing.) Mr, Latham, is it common
upractice by good legitimate operators and major large
independents in this business to use an eight and five
eic)ths production intermediate string?

A Yes, it is.

Q Is it also a fairly common practice to use a used

pumping unit?

A Absolutely.

Q Is your pumping unit cost similar to or close to
that proposed by Southern Union?

A It is.

MR, STEVENS: No further questions.

MR. STAMETS: Mr. Stevens, for clarification, again,
if I understand this correctly of what you have asked for is
a twenty-five percent risk factor if you get the forty acres
in Unit A?

MR. STEVENS: Yes, sir.

MR. STAMETS: And you have asked for forty-five
you get the eighty acres -- no, still

twenty-five percent of you get the eighty acres but the non-

standard location in A?
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MR. STAMETS: Porty-five percent in the eighty

acres with a non-standard location in H?

MR. STEVENS: Well, it would be a standard location
in H.

MR, STAMET3: I am sorry, standard location.

MR. STEVENS: Just forced pooled.

i MR. STAMETS: All right. I don't believe that we
have had any testimony from either of the witnessas as to
supervisory costs while drilling or producing.

MR. STEVENS: That is an error on my part. I had
it in my notes and I forgot and I will now and thank you for
reminding me.

i Q (Mr. Stevens continuing.) Could you give us what
costs you might seek if the Commission approved your request
for administrative overhead on a monthly basis while the
well is drilling?

A 6ne thousand dollars.
Q What monthly costs would you seek after the well

Fia completed?

A One hundred and twenty-five dollars plus any pumping
expenses. I mean by that the contract pumper. "
) Is that less or greater than most people get for

wells of that depth in this area?
A That's less. i
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MR, STEVENS: fThank vou, Mr. Fxaminar.

MR. CATON: I have no further questions.

MR. STAMETS: Anything further from this witness?
He may be excused and Mr. Allen will you return, please, to

the stand?

CROS5 EXAMINATION

BY MR, CATON:

o Mr. Allen, there is no question in your mind from-
the geological data that you have prepared that drilling the
standard location in the east half of the northeast would
damage Southern Union -~

A East half of the northeast?

2 East half of the northeast, the standard location,
vhich would be your location H, there is no quastion that that
would damage Southern Union Supply's correlative rights?

A Yes, sir, just as Southern Union's érilling in
Unit E would damage our correlative rights.

0 Where would your correlative rights -- in what
respect would they be damaged?

. % To the extent that the questionable acreage resides
in the northeast quarter of the northeast quarter and each part#
owns somewhat near €ifty percsnt of the property, the right
to drill, have a lease,

Okay. If Southern Union drills at their location
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Vé parceunt of the revenue. |
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thay gst seventy-
If my client drills at their location they get
approximately seventy-five percent of the revenue. Whoever,
drills get seventy-five percent of the revenue.
The only area where we have a fight is in the

northeast of the northeast in not getting our fair share of

the northeast of the northeast. w
The proper solution would be for all partias to i;
agree to a well in the center of the northeast of the northeast
and at their own discretion drill their own well at the other
two proposed locations. That, to me, would be the most
equitable solution to the problem if the 0.C.C. will allow
this.

Q That gets us to the crux of the problem.

A I do not think that there is an impairment of the
offset operators to the north, northeast, or east --

Q Well, I didn't ask that question, yet. If Mr.
Stamets will let me get to that and it may be that Joe will
want me to back up and iet you say that, I don't want to.

But I want to ask vou how many wells are you going

to have to drill if you drill the center of the north half

of the northeast, Mr. Allen?

amount of oil from this quarter section?

A From this quarter section and there is already one
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1 lwell Arilled?
2 Q Yes. j
3 A Three wells will be drilled to properly drain this. %
4 All right. Now, it is not true is it under the |
5 | regulations that we operate by that simple drainage of the
sgreuervoirn accomplishes our work without waste is it? There |
7 |is such a thing as economic waste? You will agree with that,
8 Eﬂr. Allen?
- 3 9 A Yes, ‘
- .% % 10 Q And you agree that economic wate arises when producet
i§§2 11 jare required to drill more wells than are absolutely necessary |
- %;gfg 12 | to drain and specific structure, isn't that correct? l
:gig 13 A Well, you used the word "absolutely” and that is a
) E%Eé 14 {modification.
284
- g ; 15 Q Well, do you agree or do you not agree?
? § 16 A In areas where the reservoirs are homogeneous
17 {land by homogeneous I mean porosity and permeability are uniforli

18 ||[both vertically and horizontally that perhaps it would be

19 ||proper to have an eighty acre spacing in the San Andres. But
20 || the San Andres is far from a homogeneous reservoir.

21 There are idiosyncrasies both vertically and

22 ||horizontally in the San Adres reservoirs that require to drill

-

b - - o ._AJIV.
22 it st the proper density.

24 I think that the experience in southeastern New

25 [|[Mexico indicates that forty acres is the proper spacing for the
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1 | San Andres producing fields,
2 Q Well, I don't think you answered my question. My
3 jquestion was that waste, economic waste, will occur if more

]
4 |wells are drilled than necessary to properly drain the

5 larea that we are talking aboutc?
6 A I don't think that one well will properly d:ain -

7 Q That is not my question. My question is that is

g jeconomic waste, is it not, Mr. Allen?

- 3 of A That could be defined as economic waste if you drill
.% 8 10 [{more wells than you néed to.
ig;N 1 Q And your whole theory of this particular matter
Wil
%‘Eig 12 |depends on your opinion that forty acre spacing is the proper
Q.
"53
2’;‘&3 13 [way in which to drain this particular pool?
£ S8
& >
'E gé‘é 14 A Yes.
€ $d
o'F
- .5 E 15 Q And you are in disagreement with Mr. Shirock
® 3
3 16 fon that are you not?
17 A Yea, that's correct.
18 Q In that general situation would you not feel that

19 ||the proper manner of developing the field would be as has

20 [{been fone in 20 and 29 and in 19 which you have very little
21 |data on, to drill first in the standard location and then to
22 [[infill, isn't that the way we designed this thing, Mr. Allen?
23 A That's the way you have designed it. I have no

24 l[rights to desirn your drilling program,

25 Q Okay. Now, as a matter of tact referring to your
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Exhibit One, Mr. Allen, you have not indicated in Sastion 190
the pattern of spacing that has bheen used in this rather new
area which I think by the hearing officer's own motion or

the Commission's motion, will be included in the Flying M, you
haven't indicated that have you?

A No, sir. My marking here is what apparently is the
case from the location of wells that have already been --

(] If you are familiar with it, then, you would agree
that the development of that new area of the field has besen
on eighty acre spacing has it not?

A Yes,

Q Okay. To change from an eighty acre spacing at this
point in the midst of the progress of the development of
the field would possibly create economic waste would it
not, Mr., Allen?

A I disagree, principally because the offset operators
in Section 20 have drilled on a non-standard location in
the scuthwest of the southwest of 20 and this iz the most
recent development for Arco, a reputable firm drilling oil
and gas wells in the State of New Mexico.

0 Arco drilled first in a standard locatiorn did they
not?

A Yaa, but they drillad a non-standard location before
they drilled their next standard location,

Q Now, Mr. Allen, as a practical matter you believe

EREIT
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that twenty acre spacing wnnld he nroney in this £ia2147

A It has not yet been demonstrated that that would
be improper,

Q Mr. Allen, have you reviewed the testimony that
was presented to the Commission relating to the establishment
of the eighty acre spacing in the fieldz

A No, sir.

o All right. You are not familiar with that teatimony 2‘5
at all?

A No.

11 Then, you could not testify here today as to any
substantial change that has occurred due to production
information from the testimony that was given at that time?

A Since I am not familiar with that testimony obviously
that is correct.

(1] Mr. Allen, in any of the exhibits which you have
prepared here have you drawn for the benzfit of the hearing
officer the pinching that vou indicated exists in the four
sections that you have talked about?

A I have not drawn the pinch out, no, sir.

Q Can you do that?

A Just as anybody else could utilizing the drxry holes
as the gquide.

Q Which exhibit would you prefer to do that on?

A How about my structure nap?
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1 0 Okav.
2 MR. STAMETS: Exhibit Three?
3 o (Mr. Caton continuing.) Exhibit Three, and would

4 lyou do that for me from the information available at the

5 [present time and assuming that everyone is a prudent orerator
6 |until proven otherwise --

7 MR, STAMETS: Would you please do it on two of

8 {them, Jack, so that I will have a copy?

9 A I can only assume that you are going to make a

10 | producer out of your No. 2 well --

11h Q (Mr. Caton continuing.) I just want you to draw

12 | the line, the pinch line, if you can, and it will show what it

13 |lwill show.

Phone (505) 982-9212

14 A That is true. Now, you are privy to information

15 | that I do not have availabe on both of your wells and your

sid morrish reporting service
General Court Reporting Service
825 Calle M¢jia, No, 122, Santa Fe, New Mexico 87501

16 [No. 1 well or No. 2 well logs have not yet been released

17 land are not available for the public, so, on that basis I will
18 ||drawn the line. |

19 I will draw my pinch out line through your No. 2

20 |well. I fully expect that it will not be as good a well as

21 ||[your No. 1 well,

22 Q If you woﬁld do that on two of them, please, Mr,

24 -3 All right. IiLet me do it on my own ~-

25 Q bid you get it done on yours?

I
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1 A Yes, sir.
2 Q All right. Now, you have drawn that pinching line
3 ||to the west of our proposed well site?
4 A Yes, sir.
5 Q All right,
6 A I would say that you have a fifty percent probability
7 | of succeedinc and completing a commarcial producer at that

g | location.

- 3 9 Q Now, looking at the two wells in the extreme south-
% z 10 | wast of Section 19 did I understand you to say that those
) iégﬁ 11 | wells had been field tested at the San Andrea?
%gﬁg 12 A No, you dién't.
Egig 13 Q Okay. You are aware that they are not field
‘E%;E 14 || tested?
584
- o 2 15 A That is correct.
} :é 16 Q So, those well don't enter into your data at all

17 las far as the San Andres is concerned?
18 A You will note that thebwell in the extreme northeast |
19 lof Section 30 was a San Andres producer and has been pluvgged.
20 || That well produced =-- the northwest of the northwest, that's

21 || the Shell No. 1, Richardson and it has been plugged after

22 || producing six hundred and twenty-four barrels out of the

22 i 8an Andrae. I sonsidar that a non-nome

24 Q¢ So, really all of the figures that you have in Sectio

25 (119, since you don't have available the information that we
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4 ) R The fact that there is a non-commercial well in

5 || the northeast quarter of 19?

6 Q Yes.
7 A As well as a non-commercial well in the northwest
h 8 Iquarter of 19.
— 3 9 Q Now, my question a minute ago was the two wells in |
-g g 10 | the extreme corner of Section 19, the southwest corner,
%é:;:g 11 fneither of those wells figure into the contours as you have
Eoo
5 §§§ 12 [ drawn them do they?
-E §§§£ 13 A Other than the fact of your drill stem test of that
'Egié 14 lwell in the extreme southwest corner which did have a water
- ; cg 15 l test.
) § 16 Qo In addition, then, --
17 A That could be subject to error as we both know since

18 [| the interwval covered by that driil sten test was extremely

19 /i long.

20 Q All right. 1In addition the exhibit which you have

21 ||drawn does not include information of the Susco No, 2 and the
_ i

22 | Susco No. 1?

23 A That is correct because that information was not

24 ||lavailable to me anywhere.

25 I 4did guess pretty well at the structure marker,
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Q Now, referring to your Exhibit Number Two. Mr.
Allen, you have indicated the perforations or it shows
indications of perforations in the bottom half of that exhibit

does it not?

Q And those perforations are made -- do they just
happen to be opposite the maximum porosity or were they
drawn there intentionally to take advantage of the porosity?

A The holes?

Q Yes.

A A prudent operator perforates what he thinks is the
mogt porous part of the well above the oil-water contact.

Q Well, my point is that the poro#ity -~ tha exhibit
that was produced here by Southern Union that shows porosity
and the pay area at porosity is significant isn't it?

A Porosity in the San Andres is a significant factor
whether you get a well or not.

My remarks concerning log gquality had to do with
the qualitative analysis of electric logs and especially

through casing. This well was logged through casing. The

quality of your interpretation is significantly reduced
when there are materials interfering between the logging
instrument and the rock, itself.

The more material between the two things the worse
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your interpretation and my remarks were meant to indicate
that determining the difference between seven percent
porosity and six percent is less accurate under these
adverse conditions. j
But I concur that you also perforate the porosity. ;

Q And this is what thin loa shows has baan Adona?

A Yes, sir. Are we in disagreement about something?

MR, CATON: I think that's all I have of this wi
Mr, Stamets, I did not introfuce any testimony intc direct -
as to the amendment of the field rules and I have what I

hope would be some short testimony on this that I would ask

to put on. 3
MR. STEVENS: I have a question or two of this ;
witness. ?
REDIRECT EXAMINATION
3 Y MR. STEVENS:

Q You were asked would it not be more equitable to
drill the standard iocation first and then infill arill.

Would that be more equitable?

A Not under these very peculiar conditions where there
ia that Aduel owmership in ths northeast-northeast.

Q In what respect?
A ) ecause whoever drills the well and gets the

proration unit beats the other person out of hLalf of their
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Q Thare was tastimanu aho

({4

original testimony set this field up in eighty acre spacing

and has the price of oil changed since then to your

knowledge?

A Significantly.

Q Is it more economic and do you tend not to have
economic waste when the price is higher nnd.you dril}l more
wells?

A That's correct,

Q Is that why at that time or is it true at that time
that eighty acre spacing might have resulted -- I mean
forty acre spacing might have resulted in economic waste
whereas now it will not?

A That's a true statement, yes.

Q Is another factor that since that original hearing
has the practice of operators in this field changed in how th‘yé
jdrill their wells whether they are on forty or eighty?

A The practice has, in fact, changed specifically
in Section 29 because they are, indeed, on forty and filled
in. |

1) So, price and spacing since this original eighty
acre spacing hearing some years ago are two changes since
then, is that correct?

A Yes, sir.
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G Tou diew this pinch out line on your Exhibit Number

2 ll Thrae and vou testifiad nreviously that the pinch out line
3jlis variable and erratic and do you consider that this line
4 |iis absolute that you drew or that it might be elsewhere?

5 A There are no absolutes in geology. You never say

- 6 j hever oY always -- you never say always.

7 Q Then your line might change based on different

8 | information but at this time thiz is where youn think {¢ ahanl

- 3 9 | be drawn?
.g % 10 A That's correct. If Southern Union would re-enter thaf
B 3%35 11 | well in the northeast of Section 19 and make a commerciul
—_ §§§§ 12 j producer I might have to change this line.
.E::;,é% 13 MR. STEVENS: No more questions.
—_ ::cg- 15 CROSS EXAMINATION
) 5 16 | BY MR. STAMETS:
17 Q Mr, Allen, do you have any specific evidence of
18 ‘ or in the opposite of communication between the wells in

19 || this reservoir?
20 A I don't have any direct evidence but I have an

21 | intimation -- if you will ncote on my Exhibit Number Five -~

22 |and the type of communication I am talking about is extra

23 | production that a particular well has because it is near

24 jl an especially permeable zone, part of the field, and I am

25 || referring to the McGuffin No. 1 in the southeast of the
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northwest of Section 29.

I think that exceptional production is directly

related, at least, indirectly related to the good welis that

we are seeing now in that part of the field that was not

adequately drained by the rest of the wells in the field.

Is that the type of communication that vou had in

nmj.ncl., vertical communication with water?

Q I was -- any evidence of pressures or 1nta;£orenee
between drainage and non-drainage and this type of thing?
ﬂ A No, sir.

Q If it finally gets down to a choice in this
situation between Southern Union's application for a eighty
acre unit or Latham's application for an eighty acre unit

what do you feel the controlling factors are in any decision

should be?

“ A Equitability to all parties concerned.
Q Okay.
A Such as prevention or interference with correlative
righta to the areatest extent.
Q Now, I think that could be a very important point

in this case and I want to make sure that you understood my

rvranbdan smd Lok T e
R L e R Y L2 - A
That in the final analysis it gets down to simply a

decision between which eighty acre unit to approve, not

considering where the wells are going to be, whether a stand up

T
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i | 8ighily 0L a lay down eighty, and I understood your answer to

2 ibe that you feel that whichever eighty treats the rights,
3 |correlative rights of the owners involved in this case
4 | most egquitably, that should be the eighty that is approved?

5 A I don't think you can achieve equity with eighty

6 | acre units.

21 || BY MR. STEVENS:

7 Q I realize that that is a part of your testimony.
N 8 A I refuse to answer that question on that basis.
_ g 9 Q Well, of course, perhaps this denies you an ‘
.g E 10 l opportunity, then, to properly present your -- ¢to represent :
B iégﬁ 11 | your client should the decision get to that point and of f‘
% §§§ 12 | course you have that right.
%gig 13 A That is true -~ but here is where I am too impartial
- ‘EEEE 14 l to give you an unbiased opinion, as Mr. Shirock woulé be.
_ ;bg 15 MR, STAMETS: You have not answered that question
) ;!z: 16 | and it remains unanswered.
17 MR. STEVENS: May I?
18 MR, STAMETS: Yes, Mr, Stevens, you certainly may. l
,g |
" N REDIRECT EXAMINATION ]

22 103 Mr. Allen, geologically you have testified that
23 i the southeast-northeast has a superior location to the north-

24 [west-northeast, is that corraect?

25 A That is correct.




1 @ This between just those two locations, geologically,
2 d you would prefer the east half of the northeast?

3 A Say that again?

4 Q As between a well to be drilled in the east half

s |of the northeast or the northwest of the north half of the

6 || northeast you would prefer the east half, northeast, geologic
7 {based on the two location that I have just given you?
8 A Yes, I think you would have a better probability

g fof success with the two eastern locations than with the

10 || two northern locations.
1 Q All right. As to the parties and the amount of
12 | their estimate as to the cost of each well, would in your

13 |{opinion Latham and Barton be more entitled to drill a well

Phone (505) 982-9212

14 | in the southeast of the northeast or Southern Union Supply

15 ldrill a well in the northwest of the northeast as based on

sid morrish reporting service
General Court Reporting Service
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16 || the estimate of cost of the well?
17 A You would probably get more oil for less money by
1g 1drilling a well in the southeast of the northeast.

19 o You have heard testimony of Mr. Shirock that he

—

20 || considers that there is a fifty percent probability in the
21 [ northwest of the northeast and that equates with your same

22 ||probability?

23 A Yes, sir.
24 0 You have previously testified that the southeast of

25 | the northeust you gave a thirty percent probability or
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seventy percent probability of success. On that basis
probability of success which location would you say is
the superior location, the southeast-northeast; northwest-
northeast?
A Southeast to the northeast.
MR. STEVENS: No further questions.
MR. CATON: I have a couple of guestions.

MR. STAMETS: Mr, Caton.

RECROSS EXAMINATION
B Y MR. CATON:
Q Mr. Allen -- well, I am going to pass --

MR. STAMETS: Any other questions of this witness?
He may be excused.

( THEREUPON, the witness was excused.)

MR. STAMETS: Mr. Caton to you have something on
Edirect?

MR, CATON: Yes, I would recall Mr, Shirock.

ROY SHIROCK

was called as a witness by the applicant, and having been
previously duly sworn, testified upon his ocath as follows:

DIRECT EXAMINATION

BY MR. CATON:




i Q Mz, Shirock, have you examined the testimony that

2 | was introduced at the hearing in which the eighty acre
3 | spacing was established and the temporary spacing and the

4 | testimony that was presented at the final determination of
s || that matter?

8 A Yes, I have.

7 Q Is there any information that comes to your atten
g | from the actual development of this field that you are

g | aware of that would require a change in the spacing rules

3
% Z; 10 || as established by the Commission?

- i:;zﬁ 11 A No.

— 15:: §§§ 12 rl 11 Is there any substantial difference in the estimati
%éig 13 jof -~ was it Arco's testimony at that time --

B g%%é 14 A Coastal States.
;62 15 1) Costal States' testimony is there any actual

i6 || substantial difference between their estimate of future

17 | production and what has actually occnrred?

18 | 8 I don't believe so, |

19! Q And Southern Union Supply's plans the development
20 [[0f 19 based on the information which you have in Susco's

21 [No. 1 and No. 2, does regquest and plan on standard spacing
22 |18 that correct?

23 A That is correct.

24 Q And you have established Susco No. 1 and 2 in

25 [ standard lay down positions, is that correct?
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’ - . A . — — e - - . - - -
t A Mo, the SuUsCO NG. 1 aid No. 2 are on a northe-south.

2 (1} Okay. And you have proposed to enter into an

3 fold well which is in a standard location, is that correct?

4 A That's correct.

5 Qo All right. Now, basad on the information that you
¢ | have from Susco‘s 1 and 2, can you comment on the pinch line
7 I that Mr, Allen drew?

3 A Well, it is my thin}:ing that the pinch line is

g | further west than what Mr. Allen drew there simply hoeam

3
% s 10 | the BTA Well No. 1 and 2, FMS wells are located in the south-
- 3§§N 11 | west quarter of Section 19 and they were never tested in the
§§§§ 12 | 5an Andres. There was no drill stem tests run from the
2852
2 gig 13 | information that I have available to me and they weren't
B 230
'g ::‘g'é 14 | perforated.
534
~ o X 15 ) What would be the standard location for drilling
- 3
§ 16 |of a well on an upright eighty acre spacing in the northeast --

17 1in the east half of the northeast?

il I didn't understand that.

19 ] What is the standard location ~-- what would it be
20 | fOr an upright eighty acre spacing?

2 A That would be the standard-location, the re-entry.
22 113 Now, referring to Barton proposed locaticn, H, “
23 [|[18 that a standard location for an upright spacing on an
24 {|@ighty acre pattern?

25 A Which location?
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0 The B location?

A Yes.,

o All right. Do you, in your opinion, believe that
can be a productive well?

A I think that that well is less attractive than our
iocation.

o In the protection of correlative rights is it impo
for the hearing officer to keep in mind that you have identifiegh
similar structures in the north half and the south half of .
both of these areas?

A That's correct.

Q@  Would you specifically tell him what you feel is
the significance of drilling wells in similar structures?

| I would like to go back toc my Exhibit‘One, structure ‘>L
map, and I don't have it -- here I got it here -~ as X
mentioned to the Bxaminer &his mep iz 2 structuss @ap ob
top of the porosity zone and what I wanted to bring out to
the Examiner is this map does not reflect the San Andres
structure., This map reflects porosity structure. And
porosity structure is erratic in the San Andres carbonate
and in one well you might have an area that has a couple
hundred feet of productive interval and in another well you
might have some that only has ten feet of productive
interval.

This is why this particular map shows structure,
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1 |more structure, more anomalies than a San Andres particular
2 jmap and this is what we use for a field type development.

3 Also, this particular map is detailed in showing
4 jthe San Andres structure and San Andres porosity and wvhen

5 | you do have structure in the San Andres porosity the

i porosity map shows similar structures as the structure map

| simply because you have structure in the Slaughter zome

s |porosity and you usually get this porosity in the uppér part
- 3 g jand it shows structure. »
‘: %‘g 10 ‘ Now, what happens here in this particular field
iga 11 {and why we want the north kalf of the northwest quarter is
i §§§ 12 sinply because that shows a structure that is similar in
§§§§ 13 eharactcristics and also similar with porosity,.'t_
- g%%ﬁ 14 * | Now, the south half has similar structure and also
; Gg 15 :lt has similar porosity.
S
8 15 1] Now, do you feel that a well which is meant, inte
|

17 [ to serve similar structure and porosity better preservcs

19 A I sure do, I firmly believes that is true.

20 Q And there would not be any averaging between the
21 || south and the north half if that were the manner in which
22 | we proceeded, is that correct?

23 A That's correct.

24 Q Do you agree with Mr, Allen's statement that the

25 || final resting place should be the protection of the correlative
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1 irights?
2 FI A That's correct, 1
3 Q Do you believe that the north half developmsnt and |

4 j the south half development on a lay down basis better protects
s | the correlative rights of all of the parties involved based

_ s | on the geological structures that you have found?

7 A I believe these two units, the one to the north

g Jand the one to the south would protect all of the oortelative '
_ 3 g [ rights of all of the mineral owners and royalty owners in
% ; 10 | the whole northeast quarter of Section 30.
B 8 3% 1 MR. CATON: That's all I have.
ol 2
whe
] §§§§ 12 MR. STAMETS: Mr. Stevens?
8
R 13
s a2l
&8s
- E g‘z"é 14 CROSS EXAMINATION
o 5d
Q 3
.k § 15 || BY MR. sTEVENS:
B 3
§ 16 0 Mr. Shirock, your attorney asked Mr. Allen wouldn't

17 | it be more equitable to first drill a standard location and
18 h later infill drill as opposed to an unorthodox location. ;
19 DO you agree with that? %
20 MR, CATON: I don't agree that I asked that question.
21 Q (Mr. Stevens continuing.) Presuming that he did ;
22 ||would you answer it, please? "

23 A Would you run through it, again, please?

24 o Yes, sir. Do you consider that 't would be better

25 || to drill a standard location firsi and then infill d&rill as
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1 | opposed to a unorthadox location,K firas?

- — sy - s &

2 A Well, the history of the field has been that they

have drilled, except one location which is the No. 2

| McGuffin, they drilled a standard location and we commenced
| developing Section 19 on standard locations and with our
| conservative approach we would like to stay with standard

leighty acre location.

Q You have not had any ambition or desire to ever
- 5 g [arill in the northeast-northeast?
2 % 2 10 A T wouldn't say that.
g ,
- 2 iég 1 Q Right now you don't -- you may change in tha future? |
~ ggﬁ 12| A For example, we come over here and drill the present |
§"§§§ 13 location and at a later date we have additional information
B g%;g 14 that might require a well to drill in the northeast of the
- gsg 15 northeast and I ar sure that I would recommend td'ﬁanagmm:
B 3 16 |that we arill that location.

17 Q You own the full interest in the southeast-south-
10 least of 19 don't you?

19& A Yes, sir.

20 Q _nder any tormula that we get here you are going to
21 [[own less than that in the northeast-northeast of Section 30,
2 laren’t you?

23 A Well, if we are going to the northeast of the

24 ||northeast we are going to own approximately fifty percent,

25 ||something of that sort.
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1 Q Well, that may not be trua. hmt racardlass vou

A
= - 2

2 [will own less than a hundred percent, is that correct?

3 A Of the pooling unit that we are requesting?
4 Q Yes, sir.
} 5 A Yes, sir.
- 6 Q Your well in the southeast-southeast is a direct

7 loffset to the northeast offset -- of the south offset and
g fwill that southeast-southeast »robably drain some oil out

g i from under the northeast-northeast?

=
g g
-E _g 10 A Possibly could.
igﬂ 11 Q Therefore, you don't have any real economic interest |
wEts ‘
- g‘éfg 12 in having a well drilled in the northeast-northeast do you?
£33
£ T3 13 A Well, our economic interest would be to drill our
£ 3%
— ® 2™
525 14 || suggested location where both could be drained at the same
Eis gg
v .5
BEoF
_ - 15 || rate.
<3
3 16 Q But your economic interest would not be the same

17 | a8 the owners under the northeast-northeast are they?

18 A Well, we have one hundred percent on Section 19,

19 || working interest. Here, we would have on the north half we woujd j
20 || have approximately seventy-five percent -- seventy-six point :
21 | four, I believe is correct.

22 Q You testified that one well would drain eighty

23 || acres, right?

24 A Yeg, sgir.

25 Q And that eighty acres would include part of the

3
s
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1 I northaast-nnrtheass+?
2 A Yes, 8ir, I think this well here would drain the
3 || whole eighty acres.

4 Q Would the correlative rights of those owners under

5 | the northeast-northeast be protected if no well were drilled

¢ i 3n the northeast-northeast?

? If that well in the southeast-southeast is going

8 'to drain part of it?

3 9 A Southeast, are you talking about =--
% ; 10 Q Your southeast-southeast -~-
igé o 1 h A Would drain part of this?
g;;:é;; 12 Q Yes, sir.
o & -
i%:% 13 A Well, I think if we keep the field on eighty acre
- 'E?;;lg‘- 14 || spacing I think we will have the same drainage.
— ;62‘ 15' Q Is the field going to be effectively drained on
) § t¢ || elghty acre spacing?
17 A That's is the way it was commenced.
18 | Q Is it pregently drilled on eighty acre spacing?
. A  They have infill drilling.

20 Q On forty acre spacing?
A

21 Yes, sir. But I must say that the allowable on both

22 || wells is for only one eighty acres.

23 Q What is the allowable?
24 L One hundred and sixty bharrels,
25 Q How many wells make that allowable?

e A
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A Well, ours started out but it didn't make it

very long.

Q You say that changes since the Costal States
hearing -- you don't consider that the substantial increase
in the oil prices is worth drilling on forties instead of
eighties?

A Well, you have a similar increase in the cost of
drilling.

Q Is it similar? Can you give a percentage?

A I don’t know if it is similar. I can't remember the }

testimony correctly but I think that they were getting two
dollars and thirty-eight cents a barrel when this particular
thing -~ I can't remember the testimony correct -- but it
was two thirty-eight or something like that. But you were
drilling one of these wells for forty thousand dollars --
drilling and completing it for forty-thousand dollars.

Now, we are getting about, say, in the neighborhood
of eleven dollars a barrel out there for that oil and the
cost is two hundred thousand dollars.

Q Real quick you have got an equivalent ratio od one
four but how about dollars recovered? You are going to have
eighty thousand barrels at, let's say, eleven dollars a
barrel and let's say that is eight hundred and eighty thousand
dollars as opposed to your cost of two hundred and seventeen

thousand dollars and this is over six hundred thousand dollars
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!
|
I
!

i |per well. Wouldn‘t it be batter to go ahead and drill that

2 ion forty and gat that monay. now?

4 | neighborhood of forty to forty-five thousand barrels per

3 A Okay, you say you recover on forty acres in the
5 || forty acre spacing. It cost you two hundred and fifteen

- 6 j thousand dollars to drill it and if you got, say, ten dollars
7 ja barrel for the oil that would give you four hundred to

8 | four hundred and fifty thousand dollars for that particular

3 9 jwell. You are making just as much money on the other way

% % 10 § and you are making more for your money if you take in the

iggg 11 j economic consideration of time interval on your money that

§.§§§ 12 | you have. ;

.§§§§ 13 I don't know, I didn't work out the economic analysis
_ -§s§£ 1l of it. |

§u§ 15 ) Would that protect your royalty owners therein?

) 5 16 A Well, it is depending on what you want to say

17 j| is the worth of money today and the worth of it in the

18 || future.

19 Q Well, I am thinking of the royalty owners and the
20 || other owners. Are they protected by the fact that you want
21 || your money on the longer term basis and lesser of it and

22 | they don't have to pay any costs?

23 A Well, I would think that over a period of time that
24 | they had an investment that they would rather have "X" number

25 |l of dollars over a period of time providing that inflation wasn'g
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auch an i+ {a now.

Now, if you go into the economic 3
whether you wanted something now or over a period of time
I would have to get on the computer to find out what that

rate of return would be.

from now it going to ba worth considerably less in five
years?
A True, I agree with you there.

MR,

STEVENS: No further questions.

MR. STAMETS: Any other questions of the witness?

MR. CATON: No.
MR. STAMETS: He may be excused, 1Is there anything
further in this case?

(THEREUEON, the witness was excused.)

MR, STEVENS: A very brief statement.

MR. STAMETS: I believe that since the original
aprlication in this case was filed by Latham that I will
let Mr. Caton go first.

MR, CATON: Mr. Stamets, it is not unusual, I imagine
to have geological data which is directly contradictory but

that basically is our case except for the problams and the
lack of data that I think I have pointed out to you in the
production of the Barton exhibits,

I think that probably this case can be simplified

@ Sometning that is going to be produced ten years !

e ain aia
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fiom whai it sterted out to be. From the testimony that I

2 thave heard today it becomes very clear that from either

3 |[geoclogist’'s testimony that the north half of the area is

4 lprobably the best half in which to begin development of the

5 Inormal field development.
- 6 I think it is significant and the Commission should
7 jtake into consideration the fact that Section 19 is just

8 inow being recognized as a part of the Flying M Pool and I

- 8 9 fassume that it will be, although that was only taken under
Q ®
'% .g 10 jadvisement.
- k-
3532 n I think in terms of waste, both economic and
Tl
§§‘§§ 12 lunderground, that the Commission must consider that the
248
_E'%‘g% 13 |ldevelopment of the other areas including Susco No. 1 has
rom O~
, 5
ng.“ 4 Ibeen on eighty acre spacing, whethér laid down or stand up.
g°F
- o) g 15 The general progress of the field has been on
® O
g 16 leighty acre spacing. I would have to agree with both

17 lgeolegists that the protection of correlative rights will
18 loccur -- should control, and the matter, I don't envy the
19 |lposition that you are in trying to resolve the geological
20 sdata to accomplish that.

2 However, I would suggest to the Commission that
22 the geological data that has been produced here by Susco

23 lwith the information of the later two wells is probably the

24 Imost recent information that is available.

25 There is really not that much difference in what
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ha said
2 {|{but that is creative thinking and his guess was on what that

3 lwell would do and it was a goo@ one, sven though he d4id

4 inot have the information.
5 We bealieve that waste to the immediate -~ to the

GJjaceui weils will occur if the standard location and spacing

7 lare not used in this case,

8 We believe that economic waste will occur from the
- 3 9 [ duplication of wells -- thet additional wells will necessarily
-g % 10 { have to be drilled to properly drain the reservoir and to
i iégg 11 | protect correlative rights.
" g‘sg:‘ig 12 We beliecve that that in, itself, will also drain
Egg-% 13 | resaervoir energy and create other problems.
a 'ng:é 14 Tha cost invelved in this type of development is
- ;og 15 || certainly expensive. The testimony has been somewhat in
§ 16 j conflict on that. The cost of the developmeant of the well,

"

lI believe, can best be attributed to Southern Union's policy

12 fof using new equipment.

19 Who is to say whether in the long run in the operatio
20 |of a well over a long period of time whether new equipment

21 | is not preferable. It is Southern Union's belief that it is,
22 In every case that we see presented here today that
23 || there is no justification for an upright eighty acre spacing.
24 | The damage to correlative rights is apparent and cbvious and

25 || that should be dismissed from the Commigsion's mind as one
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of the altarnativas ¢o thiz m
As to the amendment of the field rules, the law
would require that there be substantial evidence to support

a change in eighty acre spacing. This law is based on

the quite proper approach that the development, once begun,
must DE ¢continued in a manner to protect those people who
have gone before.

The fact that infill drilling has occurred does not
change that ~-- infill drilling takes its position after
the development and is usually involved in secondary recovery.

It isn't a nroper consideration for the Commision
that there is infill drilling. If the Commission gets into
that kxind of thing then it certainiy must counter the infill
drilling in Section 29 by the f£act that in Section 19 there
is none.

In this case, Southern Union's specific testimony
is that the standard location in the north half will drain
the entire eighty acres.

basically, the testimony that I heard today seems
to boil down to choosing one or the other in that regard.

Mr. Shirock's opinion is that it will and our location is
based primarily on that particular matter.

I would submit to the héaring officer an Oklahoma

case, Continental 0il vs. Corporation Commission, which

directly relates to the burden of proof and requirements of
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proof in changing cf £3daral Tules in the spacing.

I have a copy for you someplace and those are
my comments. Thank you very much -~ I am sorry that we
drug on.

MR. STAMETS: Mr. Stevens?

MR. STEVENS: Mr. Examiner, Mr. Caton believes
his client's geologist and I believe in my client's geologist.

In this case it doesn't really matter whose
geology is correct. I could make a big case that Mr. Allen
knows what he is doing as opposed to the other parties but
the gquestion is should the Commission grant the north haltf
of the northeast to be forced pooled to Latham and Barton,
Latham and Barton have lost half of their interest under
the northeast of the northeast.

Conversely, if Latham and Barton forced pooled
Southern Union in the east half of the northeast, Southern
Union will have lost their half interest in the northeast-
northeast.

I don’t care whose geology you use, the northeast-
northeast is the place to drill. It is surrounded by three
good wells on forty acre spacing. They are draining that
tract right now and the correlative rights of the owners
under that forty acres cannot be érotected by the field rules

set up herein,

There must be either an unorthodox location in that
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i || location or the pool rules changed to forty acre spacing

2 jand a well drilled there and soon because there is vast,

3 || vast, liability of the owners of that northeast-northeast

4 || to their royalty owners from drainage.

5 The Southern Union Supply hai a well in the

_ 6 southeaat—southcast'and they have testified that every well
7 fin the fiaeld will drain eighty acres and that means that

8 | they are draining oil out from underneath the. northasast-

9 I northeast. The well to the northeast diagonal is the east
10 | of fset and the southeast diagonal is draining oil out from
11 | underneath that.

12 I submit that Southern Union doesn't want to drill

13fa well there because they want the oil out from under that,

Phone (505) 982-9212

141 I think that the Commission should grant the first choice

General Crurt Reporting Service
825 Calle Mejia, No. 122, Santa Fs, New Mexico 87501

15 jj as we previously set out of Latham and Barton.

sid morrish reporting service

16 MR. STAMETS: Thank you. Is there anything further

17 || in this case?

18 MR. STEYENS: Nothing.
19 MR. CATON: Nothing.
20 MR. STAMETS: Oh, yes, we have a telegram --
»?%l 21 MS. TESCHENDORF: From Atlantic-Richfield -- stating i

22 | that they are the operators of the southwest quarter of

23 || Section 20, Township 9 South, Range 33 East, Lea County, New

24 || Mexico, and being the diagonal offset to the acreage in

25 | question of Case 6036 they are opposed to the application of

-
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%non-standard unit.

i cage the case will be taken under advisement and the haaring

iis adjourned.

2. L. Latham ai Oy G. Barton wwo amend tile San Andres
Pool rules from eighty acre proration units to forty

acre proration units.

MR, STEVENS: May I speak to that, Mr. Examiner?
MR. STAMETS: Yes.

MR. STEVENS: The iocation they speak of is a

MR. STAMETS: If there is nothing further in this

(THEREUPON, the hearing was concluded.)
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- |7 OI1L CONSERVATION COMMISSION
il S STATE OF NEW MEXICO F n 1
e P. 0. BOX 2048 - SANTA FE N €N
27501 ol
E v DIRECTOR LAND COMMISSIONER STATE GEOLOGIST
: JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD

January 4, 1978

Re: CASE No.___ 6017, 6035,C5036)
ORDER NO. R=3379-A

Mr. Byron Caton

Tansey, Rosebrough, Roberts
& Gerding

Attorneys at Law ‘ .

P. O. Box 1020 Applicant:

Farmington, New Mexico 87401 Southern Union Supply Ccmpany,
E. L. Latham, Jr. and Roy G. Barton, Jr.

Dear Sir:

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

Director

JDR/£d

Copy of order also sent to:

Hobbs OCC x
Artesia OCC 3
Aztec OCC

= . Other Donald G. Stevens

TR b




OIL CONSERVATION COMMISSION
P. O. BOX 2088

SANTA FE, NEW MEXICO 87501

January 13, 1978

Mr. Roy G. Bartom, Jr.
P. 0. Box 978
Hobbs, New Mexico 88240

Re: Cases Nos. 6017, 6035,

6036, DE NOVO, Order Ko.
\Rrsﬁ’s-A

Dear Mr. BRarton:

We have received your AFE end, since Latham and
Barton are the only working interest owners in the
pooled acreage, you have adequately complied with
Paragraph (7) of the Order.

However, Paragraph (9) must also he comnliad with,
since not only other working interest owners but also

the Commission have the right to object to your schedule
of actual well costs.

Thank you for your attention to this matter.

Very truly yours,

LYNN TESCHENDOERF
General Counsel




OFFICE PHONE 503 393.5818 ) 300 W. TAYLOR STREEY
RF‘BIDENCE 808 392.3309 . .. . P. O. BOX 978
" HOBPS. NEW MEXICO 88240
{ ) RS
] ’b; \ “/’11 \ ;
ROY G. BARTON, JR. ~ “uyo . 1927
OlL. PRODUCER S0 N !

January 10, 1978

New Mexico 0il Conservation Commission
State Land Office Building
Santa Fe, New Mexico 87501

Re: Commission Order No. R-5579-A

Gentlemen:

Pursuant to the provisions of paragraph 7, page 7 of the order,
please find enclosed a copy of our AFE dated December 13, 1977,
said AFE revised to that date and not in need of further revision.

Shell 0il Company, a mineral owner, unleased at the time of the
hearing, has agreed to grorat Latham & Barton an oil and gas lease

on their interest. Latham & Barton are the only working interest
owners in the pooled lands.

In light of this, please advise if it is still necessary to comply
with the provisions of paragraph 9, page 8 of the order.

Very truly yours,

Roy 'G. Bartom Jr.
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AUTHORITY FOR EXPENDITURE

operator _ E. L. Latham, Jr. and Roy G. Barton Jr.

Date pecember 13, 1977

Location 060 FNL & 460 FEL Sec. 30, 7-9-S, R-33-E

- Field Flying "M" SA

. _ b}
2 Cach Well MNo. !

State _N'M__ Spudded

INTANGIBLE DEVELOPMENT EXPENDITURES:

Drilling Expenditures:

1. Survey of location and elevation

45GG! County Lea

S
Date Potenfial Test

$ 228.80 Is

2. Roads and Dirt Work

4,849.00
3. Mud, Chemicals, Additives & 0il 3,500.00
4. Hauling 4.500.00
S. Cement and Cementing 1223' 22 ? ?‘g: Cire. 7.150.00
6._Electrical Logging .7,500.00
7. Drilling, including daywork e 55,575.00
8. Geological Services - 1,000.60
9. Tool Rental .4,100.00
10 Surface & Intermediate Casing 10,980.00
11 Miscellaneous ' 3,Q06.00

Total Drilling Expenditures
Completion Expenditures:

1. Acidizing or Fracturing

$.102,382,30 .

6,150.00

2, Perforating Expense

3. Testing Expense

___1,818.00
500,00,

4. Servicing Unit . 4.200.00 '
5. Misceliaquhs 3,000.00 ___
Total Completion Expenditures $ |5,5§§;gg

TOTAT, TH TANCTIRLE DEVELOPMENT EYPENDITIRES

ER V5 23 N a S

Equipment Expenditures:

A A S S

] 11a ,050. Qn

T e e

1. 0il String Casing ... oo 33 Q?QJ?O | N
2. _Tubing 9,035. 50

e e e e e e P o g S TR i = g 4 e

3. Sucker Rods

—_—— -~ e B e e e s o P e At e e 2 S e £ N e I R e S e S

4, Pumping Equipment

5. Lines

e e e 2 e A (e £ = i o it A i S BA = A 4 o . el A T A o N T B S e A e A St NG e % D]

s o e et g POt thihl

-218,750.00 ]

P R s T e

~-4,300.00

i P e T 8 A et b i el

i s e e T T e

6._Ianksm

& Treater

. v S P e TR AT L TR T

14,900.00

7. ,gggtatnls, Casinghead, Tublnghead

8. Miscellaneous Fitting & Valves

TOTAJ. EXPENDITURES FOR WELL

v e aemne 1000000

Total Ecquipment Expenditures

SRR e I D e ST PRI Sietiyituiy B e Ll

SRS S 414

P B e e e T it

B R e S s Rt e

$,,___624J_§,04<50_ e
$ 185 21} gg_w__ o

i e - e gy g -
e -y I SN

S s e A AN 1.5 ROl
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ﬁ o\ O1I1L CONSERVATION COMMISSION
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W, e STATE OF NEW MEXICO F 5 l
! P.O_ROX 2088 . SANTA FE
o FOLLS

DIRECTOR . LAND COMMISSIONER STATE GEOLOGIST

JOE D. RAMEY PHIL R. LUCERO EMERY C. ARNOLD
November 29, 1977 )

.
e T

Re: CASE No. 6017, 6035,(6036 ~
ORDER NO. -

"Mr. Byron Caton }
“Fansey, Rosebrough, Roberts
& Gerding

R o™ st .
Farmington, New Mexico 87401 Southern Union Supply Company,
E. Lo Iaa»tham, Jro and ROY Go Bartm’ Jt

Dear Sir:

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

JDR/ £d

Copy of order also sent to: -

Robbs OCC X
Artesia OCC X
Aztec OCC

Other Dpnald G. Stevens
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Examiner Hearing - Wednesday ~ September 14, 1977 Docket No. 28-:77
Page 2 of 5 '
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CASE 6030: Application of Burleson & Huff for compulsory pooling, Lea County, New Mexico. Applicant, in
the avove-styled cause, seeks an order pooling all mineral interests underlying the SE/4 SEf4
of Section 4, Township 25 South, Range 37 East, Langlie-Mattix Pool, Lea County, New Mexico, to
be dedicated to its re-entered Smith Well No. 1 located in Unit P of said Section 4, or in the
alternative, to a well to be drilled at a standurd location thereon. Also to be considered will
be the cost of re-entering and recompleting or of drilling and completing the unit well and the
allocation of the cost ihereof, as well as aclual operating costs and charges for supervision.
Also to be concidered will be the designation of applicant as operator of the well and a charge
for risk involved in recompleting or drilling said well.

CASE 6032: Application of Burleson & Huff for compulsory pooling, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks an order pooling all mineral interests underlying the SW/4 SW/4
of Section 21, Township 25 South, Range 37 East, Langlie-Mattix Pool, Lea County, New Mexico,
to be dedicated to its re-entered Lanehart Well No. 1-Y located in Unit M of saiad Section 21,
or, in the alternative, tc & well to be drilled at a standard location therecii. Also to be
considered will be the cost of re-entering and recompleting or of drilling and completing ihe
unit well and the allocation of the cost thereof, as well as actual operating costs and charges
for supervision. Also to be considered will be the designation of applicant as operator of the
well and a charge for risk involved in recompleting or drilling said well.

CASE 6031: Application of Rex Alcorn for compulsory pooling and an unorthodox location, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral interests
underiying the E/2 S¥/4 of Section 35, Township 16 South, Range 37 East, ¥West Xnowxles-Drinkard
Pool, Lea County, New Mexico, to be dedicated to a well to be d.illed at an unorthodox location
2310 feet from the South line and 1980 feet from the West line of said Section 35. Also to be
considered will be the cost of drilling and completing said well and the allocation of the cost
thereof, as well as actual operating costs and charges for supervision. Also to be considered
will be the designation of applicant as operator of the well and a charge for risk involved in 5
drilling said well. ‘

CASE 6033: Application of Basin Fuels, Inc., for sait water disposal, McKinley County, New Mexico. Appli-
cant, in the above-styled cause, seeks authority to dispose of produced sali water into the
Mesaverde formation through the perforated interval from 1948 feet to 2755 feet in its Slieck
Well No. 1 lecated in Unit O of Section 7, Township 20 North, Range 5 West, Franciscan Lake-
Mesaverde Pool, McKinley County, New Mexico.

CASE 6034: Application of Flag-Redfern 01} Compary for seli water disposal, Lea County, llew Mexico. :
Appricant, in the above-styled cause, seeks authority to dispose of produced salt water into &
the San Andres formation through the perforated interval from 4941 feet to 5022 feet in its
Bilbrey "51" Well No. 1 located in Unit A of Section 23, Township 9 South, Range 37 East,
Sawyer-San Andres Pool, lea County, New Mexico.

CASE 6035: Application of Southern Union Supply Co., for compulsory pooling, Lea Counity, New Mexico.
Applicani, in the above-styled cause, Seeks an order pooling all mineral interests in the
San Andres formation underlying the N/2 NE/4 of Section 30, Tormship 9 South, Range 33 East,
Flying M-San Andres Fool, Lea County, New Mexico, to be dedicated to a well to be drilled at
a standard locaticn thereon. Also to be considered will be the cost of drilling and completing
said well and the allocation of the cost thereof, as well as actual operating costs and charges
for supervision. Also to be considered will be the desigration of appilicant as operator of the
well and a charge for risk involved in drilling said well.

CASE 6017: (Cortimued from Aurust 31, 1977 Examiner Hearing)

- Application of E. L. Latham, Jr. ané Roy G. Barton, Jr., for compulsory pooling, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks an order pocling all zineral interests
underlying the E/2 NE/4 of Section 30, Tovnship 9 South, Range 33 East, Flying M-San Andres
Fool, Lea County, New Mexico, to be dedicated to a well to be drilled at a standard locaticn
thereon. Also to be considered will be the cost of drilling and completing said well and the
sllccation of the cos® thereof, as well as actual operating cosis and charges for supervision.
Also to be considered will be the drsignation of applicant as operator of the well and a charge
for risk involvad in Arilling caid well,

CASE 6036: Application of E. L. latham, Jr., and Rey G. Barton, Jr., [or compulsory pooling of a standard
or a non-standard oil proration unit and an unorthodox location, or in the alternative, AO-acre
specing, Lea County, MNew Meyico. Applicants, in the above-styled cause, seek an order pooling
8ll mineral interests in the Flying M-Ssn Andres Peol underlying the E/2 KE/4 of Section 30,
Township 9 South, Range 33 Fast, Lea County, New Mexico, to be dedicated to a well to be drilled
at an unorthodox lecaticn for said pool within 203 feat of the center of thie NE/4 NE/4 of said

. Section 30, or an order pooling only the RE/L NE/4 of Seetion 30 to form a non-standard 40-acre
LA unit to be dedicuated to the aforesaid well. In the alternative, applicants seck the arendment

1 of the Flying L-8an Andres Pool Rules to provide for 40-acre spacing, and seek an order pooling
the aforesaid {IE/4 HE// of Section 30 as a standard unit for sald pool to be dediceted to a well
to be drilled at a standard location thereon. Also to be considered will be the cost of drilling
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Dockets Nos.
for hearing

Docket No. 40-77

2-7% and 372 are demtatively sot for heariing un Junuary 18 ana Februsry 8, 19/8. Applications
must be t‘iled at least 22 days in advance of hearing date.

DOCKET: CQMISSION HEARING - TUESDAY - DECEMBER 27, 1977

OIL CONSERVATION CQMISSION - 9 AM. -~ CONFERENCE ROM
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 6017

CASE 6035:

/’ﬁT&:

CASE 61121

(DE NOVO)

Application of E. L. Latham, Jr. and Roy G. Barton, Jr., for compulsory pooling, lea County, New
Mexico. Applicant, in the above-styled cause, seeks an order poolirs all mineral interests
underlying the E/2 NE/4 of Section 30, Township 9 South, Range 33 East, Flying M-San Andres Pool,
lea County, New Mexico, to be dedicated to a well to be drilled at a standard location thereon.

{DE NOVO)

Application of Southern Unicn Supply Co., for compulsory pooling, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an order pocling all mineral interests in the San
Andres formation underlying the N/2 NE/4 of Section 30, Township 9 South, Range 33 East, Flying
M-San Andres Pool, lea County, New Mexico, to be dedicated to a well to be drilled at a standard
location thereon.

(DE NOVO)

Application of E. L. Latham, Jr., and Roy G. Barton, Jr., for compulsory pooling of a standard
or a non-standard oil proration unit and an unorthodox location, or in the alternative, 40-acre
spacing, Lea County, New Mexico. Applicants, in the above-styled cesuse, seek an order pooling
al) mineral interests in the Flylng M-San Andres Pool underlying the E/2 NE/4 of Section 30,
Township 9 South, Range 33 East, Lea County, New Mexico, to be dedicated toc a well to be drilled
at an unorthodox location for said pool within 200 feet of the center of the NE/4 NE/, of said
Section 30, or an order pooling only the NE/4 NE/4 of Section 30 to form a non-standard 40-acre
unit to be dedicated to the aforesaid well. In the alternative, applicants seek the amendment
of the Flying M-San Andres Pool Rules to provide for 4(0-acre spacing, and seek an order pooling
the aforesaid NE/4 NE/4 of Section 30 as a standard unit for said pool to be dedicated t0 a well
to be drilled at a standard locetion thereon.

Also to be considered in each of the above cases, will be the cost of drilling and completing the
proposed well and the allocation of the cost thereof, as well as actual operating costs and charges
for supervision. Alsc to be considered will be the designation of the applicant in each case as
operator of the well and a charge for iisk involved In drilling said well,

Upon application of Southern Union Supply Company, the above cases will be heard De Novo pursuant
to the provisions of Rule 1220.

Application of E. L. Latham, Jr., and Roy G. Barton, Jr., for an order requiring Iatham and Barton
or Southern Union Supply Company to commence the drilling of a Flying M-San Andres well in Unit A
of Section 30, Township 9 South, Range 33 East, Lea County, New Mexico, on or before January 31,
1978; further, to require that all working interest income afier payout of the aforesaid well be
placed in escrow pending any subsecuent appeal, or in the alternative to require the curtailment
or shutting in of all wells within one half mile radius of the aforesaid Unit A pending completion
of said well.




OFFICE PHONE 808 393.8818 300 W. TAYLOR STREEY

P. O. BOX 978
RES N 3 2.8309
IDENCE 803 39 HOBBS, NEIW MEXICO 38240

ROY G. RARTON, JR,
OlL. PRODUCER

December 13, 1977

i
o

New Mexico C0il Conservation Commission
State Land Office
Santa Fe, New Mexico 87501
{ Re: Commission Order No. R-5579
Gentlemen:
: Pursuant to the order in paragraph 7 of the above captioned
Commission Order, please find enclosed an itemized schedule of
: the estimated well costs pertaining tb the Cash Well No. 1 located
660'FNL & 460'FEL of Sectiom 30, T-9-S, R-33-E, Lea County, N.M.

! We have this date furnished Shell 0il Company, the only other known
? working interest owner, an identical copy.
!

Very truly yours,

S K

Ro/G. Barton Jr.
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Date pecember 13, 1977

" Operator_E. L. Latham, Jr. and Roy G. Barton Jr.

Location 660 FNL & 460 FEL Sec. 30, T-9-S, R-33-E Field Flying "M" SA

lease Cash Well No. 1 Depth 4500' County Lea

1}
State. N'M__ Spudded Date Potential Test S
e . H LI P, N —

= NERES
INTANGIBLE DEVELOPMENT EXPENDITURES:

Estimate  Attvak

Drilling Expenditures:

1. Suivey of location and e_f_levatiof1 ‘ $ 228.80 |[$

2. Roads and Dirt Work 4 nan e

- —— —

3. Mud, Chemicals, Additives & 0il ____3,500.00

4. Hauling _ ) 4.500.00
5. Cement and Cementirlgmlgoco, g;_j :?igr C“lN. P

6. Electrical Logging .7.,500.00

e s s et

7. Drilling, including daywork 55,575.00

T N N e € T e s P e i e e e e =+

8. Geological Services . ] 1,000.00 4

-t ——and -

9. Tool Rental - . A.100.00_

10 Surface & Intermediate Casing . 10,980.00

e e e e LA S i A A e

e e

11 Miscellancous . o3,000.00 § :

Total Drilling Expenditures - $.102,382,80
Completion Expenditures: -

—~— - R e

1. Acidizing or Fracturing 6,150.00

f; £ i <
2. Perforating Expense _ e 1.818.00 4
3. Testing Expense 200,00 4 “‘

4. Servicing Unit

e e 820000

3,000.00

5. Miscel'l'a}_r_lmc_ojls__ ‘

- et o

Total Completion Expenditures $ 15.668.00

oo e e

[ A —-

TOTAL INTANGIBLE DEVELOPMENT EXPENDITURES $ ]]8,050_8

¥ - P e, .
Lyt PillL‘llL JL.\pl:llULLULUb .

B e T it

[RSGRLAN S /i S S

1. 0il String Casing 13,050.00

T T L B L L PR v

7. Tubing

.2.935:50 )

3. Sucker Rods ... 4,300.00 1

4. Pyiping Favipment

L AALI50.0000

5. Lines

6. janks & Treater e 14,500.00 |

7. Separatovs, Casinghead, Tubingheed - 1125 00 {

8. Miscellanzous Fitting & Valves ~ 10,000.00_1_
Total Equipiient FExpenditures $ 67,}60.50 ) .
TOTAL EXPREDITURES FOR VELL $ 185,211.30

Anproved  Compon ‘ R  EE -
ol j
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BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF

E. L. LATHAM, JR.. AND ROY G. BARTON, JR..
FOR COMPULSORY POOLING AND UNORTHODOX
LOCATION OF THEIR WELL TO BE DRILLED IN
FLYING M SAN ANDRES POOL, NE/4 NE/4,

SECTION 30, TOWNSHIP 9 SOUTH, RANGE 33 EAST,
LEA COUNTY, NEW MEXICO, AND AS AN ALTERNATIVE
FOR AMENDMENT OF FIELD RULES TO PROVIDE FOR
40 ACRE SPACING IN A PORTION OF SAID POOL.

APPLICATION

COME NOW E. L. Latham, Jr., and Roy G. Barton, Jr., as
prbvided by Section 65-3-14, New Mexico Statutes, 1953, as
amended, and apply to the 0il Conservation Commission of New
Mexico for:

(1) an order pooling all the mineral interests in and
under the E/2 NE/4 or the NE/4 NE/4 of Section 30, Township
9 South, Range 33 East, N.M.P.M., Flying M San Andres Pool, Lea
County, New Mexico, from the surface to the base of the San Andres
formation, and for

(2) an order authorizing an unorthodox oil well location
designated the Latham and Barton Number 2 Cash to be located
within 200 feet of the center of NE/4 NE/4 of said above section,
township, and range as an exception to the field rules of said
pool, and

(3) as an alternative to (2) above for an order amending
the field rules of the Flying "M" San Andres Pool to provide for
40 acre spacing in the pool;
and in support thereof Applicants would show:

1. Applicants are the owners of the right to drill and
develop part of the following described acreage: E/2 NE/4 of
Section 30, Township 9 South, Range 33 East, N.M.P.M,, Flying M
San Andres Pool, Lea County, New Mexico, and plan a well or wells
intc the San Andres formation at a standard location therecon and

in the NE/4 NE/4 thereof as an unorthodox location.




4‘\—(. 6034

2., Southern Union Supply Company, an interest owner in
the proposed proration unit, has not agreed to pool its interest i

with that of Applicants either in the E/2 NE/4 or NE/4 NE/A4.

ps—

Southern Union Supply Company owns operating rights to 26.5625% of
the proposed E/2 NE/4 proration unit and 53.125% in the NE/4

NE/4 proposed unit while Applicants own 73.4375% of the proposed
E/2 NE/4 proration unit and 46.875% in the NE/4 NE/4 proposed
unit. The address‘of Southern Union Supply Company is: 1800

First International Building, Dallas, ?exas, 75250.

3. Applicants request that they be designated operator of
the pooled unit requested above.

4. In order to avoid the drilling of unnecessary wells, to
protect correlative rights, and to prevent waste, Applicants
reéuest.the Commission to pool all interests in the E/2 NE/4 or
in the NE/4 NE/4 as a unit.

5. The risk and expense of drilling and completing the well
is great and if Southern Union Supply Company does not choose to
pay its share of the cost of drilling and completion, Applicants
should be allowed a reasonable charge for the supervision and a
charge for the risk involved in addition to recovery of the ;
actual cost of drilling and completing the well,

6. Unless Applicants are granted Approval of an unorthodox
0il well location as proposed herein, they will be denied their
right to obtain their just and equitable share of the oil and
gas underlying their lands.

7. That a well at said unorthodox location or the amend-
ment of the field rules to provide for 40 acre spacing will
afford the Applicants the opportunity to produce their just and
equitable share of o0il and gas in the subject pool, will tend to
prevent the drilling of unnecessary wells, and will otherwise
prevent waste and protect correlative rights,

WHEREFORE, Applicants respectfully request that the Commi-
ssion set this matter for hearing before the Commission's duly
appointed examiner on September 14, 1977, and that after notice
and hearing as required by law, the Commission enter its order

pooling all interests from the surface to the base of the San




_
S Cenn 6o32g
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underiying twihe B/Z NE/

Aildies Lormation or NE/4 NE/4 of

Section 30, Township 9 South, Range 33 East, N.M.P.M. Flying M
San Andres Pool, Lea County, New Mexico, and designating Appli-
cants operator of the pooled unit, together with provision for
Applicants to recover their costs out of production including

a risk factor tq be determined by the Commission and with provi-
sions for the payment of operating costs and costs of supervision
out of production to be allocated amoné the owners as their

interests may be determined and for further orders as may be

proper in the premises and further that the Commission enter

its 6rder approving an unorthodox location in said NE/4 NE/4 or
in the alternative amending the field rules of said pool to
provide for 40 acre spacing.

Respectfully submitted,

E. L. LATHAM, JR., AND

ROY G. BARTON, JR.

By s
G. ST
P.O. Box 1797
Santa Fe, New Mexico 87501

ATTORNEY FOR APPLICANTS

- -«-'-T

[
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DRAFT
BEFORE THE OIL CONSERVATION COMMISSION
ar/ OF THE STATE OF NEW MEXICO
Y
IN THE MATTER OF THE HEARING A
CALLED BY THE OIL CONSERVATION A, cor7
COMMISSION OF NEW MEXICO FOR 6085
“ THE PURPOSE OF CONSIDERING: G036
CASE NO. 603
Order No. R~535 77
APPLICATION OF E. L. LATHAM, JR. AND
RCY G. BARTON, JR., FOR COMPULSORY Y .
POOLING, HEXCOUNTY;—NWEW NEXICO. or #lacrc Spacsty Aeee
amé Alews MWagiéio, Rnd,
APPLICATION OF SOUTHERN UNION SUPPLY CO., ( w(’ﬁ/

FOR COMPULSORY POOLING, LEA COUNTY, NEW MEXICO,

ORDER OF THE COMMISSION : ‘

BY THE COMMISSION:

ng'f / ‘é
This cause came on for hearing at 9 a.m. on August—31 ¢ 19727
at Santa Fe, New Mexico, before Examiner pgpigl S. Nutker K& g .
NOW, on this day of_ geptember , 1977, the Commission, |
a quorum being present, having consider the testimony, the recoxad,

and the recommendations of the Examiner, and being fully advised
in the premises, -

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof. . Come = ,'; s,';w« rece t V< //Z Of///CG. Wein

(2) ThatA E. L. Latham, Jr.,Kand Roy G. Barton, Jr.

#r seels an order pooling all mineral interests

underlying the E/2 NE/4

of Section 30, Township 9 South , Range 33 East ’

nMpy, Flying M-San Andres Pool Lea County, New

’

B .
Mexico. aa=d 367{‘ V{f_ Sa #e /4)}—*/' e Forbn

as Case Mo, £0/7, Wbﬁ /V\/ A%

m /%iujof 2/, 1977

. Aur/'n;‘
(3D }474;:7{&/;7 «s7" 3/, /?FZA sard Ease Ve G077
/-4/05 cw’?z);'qv C/ 75 17/256/ 59/‘)7-'&@ Lo /’:7/) /?77’
. {u/nﬂ/“;(/‘ ﬂar/ﬂt 4
i 4




E;;es Nos. 6017, 6035 and 6036
Order No. R-

(4) That the Commission subsequently received the applica-
" tion of Southern Union:Supply Co. for an order pooling all minerall
:interests in the San Andres formation underlying the N/2 NE/4 of
- Section 30, Township 9 South, Ranga 33 East, NMPM, Flying M-San
fAndres Pool, Lea County, New Mexico, and set the same for hearing

i "
gas Case No. 6035, w&¢E§ﬁLﬂa;/fk?4iﬂ September 14, 1977.

{5) That the Commission thereafter received the application

of E. L. Latham, Jr. and Roy G. Barton, Jr., for an order pooling

kall mineral interests in the Flying M-San Andres Pool underlying

ﬂthe E/2 NE/4 of Section 30, Township 9 South, Range 33 East, Lea
giCounty, New Mexico, to be dedicated to a well to be drilled at

ﬁan unorthodox location for said pool within 200 feet of the center

H

iof the NE/4 NE/4 of said Section 30, or an order pooling only the
itNE/4 NE/4 of Section 30 to form a non-standard 40-acre unit to be
jdedlcated to the aforesaid well, or in the alternative, the amend-
%ment of the Flying M-San Apdres Pool Rules to provide for 40-acre %

gspacing, and an order pooling the aforesaid NE/4 NE/4 of Saction 30
ﬁas a standard unit for said pool to be dedicated to a well to be

I

ﬂdrilled at a standard location thereon, and set the same for

3hear1ng as Case No. 6036, DQJKEB/Neyfggﬁbﬂu September 14, 1977.

(6) That on September 14, 1977, Cases 6017 nd

(4)]
o
L

&
-l ’ aA w

‘were consolidated and testimony was heard by the Commission
N COoriClivpicece
exaiils.er in*eaeh4&ﬁ¥>4§peach application.

(7) That the evidence presented was ne#tlsufficient to prove
!,,/ sl propriety
LU athe necessity for mer mxigixegky of amendment of the Special Rules
and Regulations for said Flying M=-San Andres Pool and that that
part of the application in Case Wo. (56306 siiould be denied.
(8) That the evidence presented demonstrated thaﬁ)due to

the existing pattef”of developmenﬁ)xhax the correlative rights of

the interest owners under the NE/4 NE/4 of said Section 30 cannot

be protected unless a well is drilled thereon ;z—saed—iéy&ag—ﬁ-
W@e}‘ d.u—& WW 7[7@142,0 éﬂ/?/ﬁl»&*«z“f?lo
a4 wkaederd /MM Fhogng MSa.. thdrey 12al,
m e SENY NEN 27.@ Waé it Aoepnienze ]
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Cases Nos. 6017, 6035 and 6036
Order No. R-

(¥) That the applicants, E. L. Latham)Jr.,and Roy G. Barton,
Jr., were the only applicants seeking to drill a well within the
NE/4 NE/4 of said Section 30.

(10) That the evidence peesented was net—suff1c1ent to prove |

%Mh o
y e necessity for mer the propriety of the grantlng of a non-

!

i
;standard oil proration unit in said Flyirg M-San Andres Pool ;
5consisting of the NE/4 NE/4 of said Section 30 and that part of i
f

the application in Case No. 6036 sihiould be denied.
q,awwva/

(11) That

_ Tty o progduce—their

| $ast—arrd EqUITabIE Share oF the O r i
| t
ﬂpreveut—wastey the application of E. L. Latham, th,and Roy G. 1

o g

Barton, Jr., for an order pooling all mineral interests underlying

ithe E/2 NE/4 of said Section 30 in said Flying M~-San Andres Pool

iland for an unorthodox o0il well location within 200 feet of the

.center of the NE/4 NE/4 of said Section 30

' - #
Zo // /grc/ M-c, Vaptous owWnrers %/n No .
qutﬂ; >Qf; /@fé’/@VZfo‘Sald( é;mpvzirs dﬁ;%’ s kﬁﬁz_

oot Famy Vo o doce. Mheir jisVand
b o Y Ve M 5 L

» @4’ e,émvrnc{/c SHa ~e 7 Jhe ©17F 1w THE -.,,//:‘,V
,_j" :,0@0/ %’%QVZ tar we € r.saq; Cr Olr7 S X2 é/
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Cise No.

* Order No.

‘ 3) That/th/e{pp‘l%:an d7)}:he right to dr111 and propdsep
E?5dr1 1 aell at a standérd location ‘\,//// ]////?I
v

2;%;;: That there are 1nterest owners in the proposed proration

R-

A e P — A e — .
- B n . ——— - - N

i

unit who have not agreed to pool their interests. i

/
owner gQf eac

!
or recéive

Y RN A s

o
[V

'é"‘?.t. g1 Latooee, Jr, and ?.7 9./3“@,7&.,

.{;;;ﬁé} That the applicantthould be designated the operator
% of the subject well and unit.

E A .That any non-consenting working interest owner should

be afforded the opportunity to pay his share of estimated well

costs to the operator in lieu of paying his share of reasonable
well costs cut of production.

(;4:) ﬂ‘iﬁ‘ét!? That any non-consenting working interest owner that

does not pay his share of estimated well costs should have a :

B sl i UL L O O P P A e T L T

R TTRA

withheld from production his shgre of the reasonable well costs

2’
plus an additional Ei.g// thereof as a reasonable charge for the

7
]

risk involved in the drilling of the well. ;
ﬂ77) 1715%?”‘ That any non-consenting interest owner should be - 5 J
afforded the opportunity to object to the actual well costs but L i
that actual well costs should be adopted as the reasonable well ‘
costs in the absence of such objection.

«Z;i nﬁ;ﬁ}%ﬁéﬁ That following determination of reasonable well costs,
any non-consenting working interest owner that has paid his : |
share of estimated costs should pay to the operator any amount | i
that reasonable well costs exceed estimated well costs and
should receive from the operator any amount that paid estimated

well costs exceed reasonable well costs,
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Case No. / e AN LAY /aroc!umk(-}
. Order No. R-

ﬁ That per—tomeh should be fixed as a reason-
(19)£Y5

:able charges for supervision (combined fixed rates); that the

5operator should be authorized to withhold from production the

&proportionate share of such supervision charge, attributable to
M
, each non-consenting working interest, and in addition thereto,

ﬁthe opexator should be authorized to withhold from production

"
i

ithe proportionate share of actual expenditures required for
! ,

goperating the subject well, not in excess of what are reasonable,

Sattributable to each non-consenting working interest.
i

i
,(?A)ih{ﬂﬁ}*ie) That all proceeds from production from the subject

well which are not disbursed for any reason should be placed

!

ﬁin escrow to be paid to the true owner thereof upon demand and
i
i

CQJ)ijéﬁikfiaﬂ That upon the failure of the operator of said pooled
i

iunit to commence drilling of the well to which said unit is
%

. dedicated on or before \ cm zig i (3/ /978 » the order
v Z i !

proof of ownership.

t

ﬁpooling said unit should become nuli and void and of no effect
i

thatsoever.

i

A S eyl - T




= :
1
3 i
\x . , 3
(22) ‘That the application of Soutiern Union Supply Conmpany |
' } A 1
0 r\ in Case No. 6035 for an order pooling all ninceral interests in
X Q\'& the San Andres formation underlying thwe N/2 NBE/4 of said Section jO
'
» b : : , :
ﬂf\ i in said Flying M-San Andres Pool should bhe denied.
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I6 THERUFORE ORDLRED:

§ (1) That the application of L. L. Latham, Jr. and Roy G.
Barton, Jr., in Case No. 6036 for an amendment of the Special
Rules and Regqulations for the Flying M-San Andres Pool, Lea County,
New !Mexico, to provide for a change from 80-acre spacing units to

40-acre spacing units is hereby denied.

! (2) ‘That the application of E. L. Latham, Jr. and Roy G.
Q Barton, Jr., in Case No. 6036 for approval of a 40-acre non-
standard oil proration unit consisting of the NE/4 NE/4 of Sec-

tion 30, Township 9 South, Range 33 EBast, Flying M-San Andres Pool

Lea ??unty, New Mexico, is hereby denied.
)
V/’ar (@) ©hat the application of Southern Union Supply Co. in

Case No. 6035 for an order pocling all mineral interests in the S3dn
andres formation underlving the N/2 NE/4 of said Section 30 in

; lo ladedice®l o & et o Lic nillod 4, e NOSE Eft 8 5iild Gaglins, .

i said Flying M-San Andres Pool is hereby denied.

. 7 - ;
%1n the SQM 421641$_Aﬂ—\ formation underlying the E/2 NE/4
i| e . (s7- 1/
Jof#Section 30 ; Bewmship 0 South———Range—33-East
- (i A — ,
P& s
st . ", flying M-San Andres Pool ; Lea County, New Mexico,

: : go ‘ f
care hereby pooled to form a standard &» — acre égg/spacing
t

~and proration unit to be dedicated to a well to be drilled a 7~

8 L(Hay%o(éf)(/oCustn. 1.;,)‘4’4. 7&0,{1 P‘ 7 !
' at-a—standard -leeation -thereon . ‘j;ﬁ/‘g:’,/‘:/ (Zz" ’%;%3 0)2’/( WEZVE

i

PROVIDED HOWEVER, that the operator of said unit shall

i
i . . . i
.commence the drilling of said well on or before the‘3/57fday of

' ;J;;“ga » 1978 , and shall thereafter continue the drilling

:of said well with due diligence to a depth sufficient to test the

i

ﬁ 5¥A1ZZL115

g |
. PROVIDED FURTHER, that in the event said operator doss not |
i |

formation;

commence the drilling of said well on oy boivic the B3/57 day of |
b}

e ottt

S G Loty , 1978 , Order (5)(

%

- i
!
£ this order shall be null ?
{
and void and of no effect whatsoever; unless uaid operator obtain:s

A timae extonsion from the Commission for good cause shown.
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PROVIDED FFURTHER, that should said well not be drilled to

]completion, or abaidonment, within 120 days after commencement I
thereof, sz2id operator shall appear before the Commission and

”show cause why Order(}S:)of this order should not be rescinded.

J Barton, Jr., are
(‘f?pi) That E. L. Latham, Jr.,and Roy G./x»s hereby éeszgnated

i
i
|

the operatom of the subject well and unit.
3
f 61)985 That after the effective date of this order and within

P30 days prior to commencing said well, the operator shall furnish

?the Commission and each known working interest owner in the subject
! .
ﬁunit an itemized schedule of estimated well costs.

i
I

%estimated well costs is furnished to him, any non-consenting

C!D.Lff That within 30 days from the date the schedule of

i
i

ﬁworking interest owner shall have the right to pay his share

L
of estimated well costs to the operator in lleu of paying his
,l
Fshare of reasonable well costs out of production, and that any

H . .
ﬁsuch owner who pays his. share of estimated well costs as pro-

}vided above shall remain liable for operating costs but shall

H

'not be liable for risk charges.
il

g’) 48) That the operator shall furnish the Commission and each
|known working interest owner an 1temlzed schedule of actual well
}
;costs within 90 days following completion of the well; that if

5no objection to the actual well costs is received by the Com-

,mission and the Commission has not objected within 45 days

ffollowing receipt of said schedule, the actual well costs shall
?be the reasonable well costs; provided however, that if there
*is an objection to actual well costs within said 45-day period
ithe Commission will determine reasonable well costs after public

.notice and hearing.

1
i 9\461 That within 60 days following dctermination of reason-
“able well costs, any non-consenting working interest owner that

"has paid his share of estimated costs in advance as provided

T T PR T PP U TR ST - 10 Wi T T Ty
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Case No. ‘
Order No. R- :
above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed esﬁimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

éﬁp ¢7) That the operator is hereby authorized to withhold

the following costs and charges from prodﬁction:

(A) The pro raté share of reasonable well costs
attributable tc each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnishked to him.

(B) As a charge for the risk invdlved_in the
drilling of the well, 25 Jh:rggw;he pro rata
share of reasonable well costs attributable
to each non~consenting working interest
owner who has not paid his share of estimated
well costs within 30 days from the date the
schedule of estimated well costs is furnished
to him.

(/D) (&) That the operator shall distribute said costs and

charges withheld from production to the parties who advanced
- % 2o 4. ‘r/{ drr‘//’l“‘t Qo é
5,;,0."' wEF AP L2 N
the well costf;/// r 5?7&ﬁ?}p{,‘ﬂ,hvﬂ A hodwujj atc

(/‘3),(,9’) That

chargesfor supervision (combined fixed rates); that the operator

vt b

;

per-month—i6 hereby fixed as a reascnable

is hereby authorized to withhold from production the proportionate?

:
H
!

share of such supervision chargesattributable to each non-
consenting working interest, and in addition thereto, the operator;
is hereby authorjized to withhold from production the proportionatec’
share of aétual expenditures required for operating such well,

not in excess of what are reasonable, attributable to each non-

consenting working interest. !
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vt e

(M[K)ﬁ) That any unsevered mineral interest shall be considered

a seven-eighths (7/8) working interest and a one-~eighth (1/8)

L mmam ar AR e s

royalty interest for the purpose of allocating costs and charges
under the terms of th@s order.

( lﬂ (XY) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interests share of production, and no costs or charges shall

be withheld from production attributable to royalty interests.

gj ' (7‘D¢L27 That all proceeds from production from the subject
! well which are not disbursed for ény reason shall bé placed in ‘i
- escrow in Lea County, New Mexico, to be paid to the true owner:
thereof ﬁpon demand and proof of ownership; that the operator ;
shall notify the Commission of the name and address of said

escrow agent within 90 days from the date of this order.

(bi*&%ﬁ That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.
DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.

- e

PYFUIN

PR




