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, . Re: CASE NO. 63946
Mr. Thomas. Kellahin ORDER NO. R=-6400
Kellahin & Kellahin
Attorneys at Law ,
Post Office Box 1769 Applicant:
Santa Fe, New Mexico '

Knox Industries, Inc.

Dear Sir:

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

-Director
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Copy of order also sent to:
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; STATE OF NEW MEXICO
: ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
mruvnrnu FOR THE PUR POS“ OF :
CONSIDERINGl

CAZE NO, 6946
Ordar No. R=-6400

APPLICATION OF KNOX INDUSTRIES, INC,
FOR AN UNORTHODOX GAS WELL LOCATION,
LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY TEE DIVISION:

This cause came on for hearing at 9 a.m. on June 25, 1980, : a
at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this d day of July, 1980, the Division
Director, having considered the testimony, the record, and the
recommendations of the Examiiier, and being fully advised in the
prenilec. e

FINDS:

(1) That due public notice having been given as requitod
by law, the Division has juri-diction of this cause and the '
subject matter theroot.

{2) That the applicant, Knox Industries, Inc., seeks E
lapproval of an unorthodox gas well location 1980 feet from the
North line and 660 feet from the East line of Section 1, Town- N S
ship 19 South, Range 34 East, NMPM, to test the Morrow for-ation._ L

. {Lea County, New Mexico.

(3) That the N/2 of said Section 1 is to be dedicated to

lithe well,

(4) That approval of this unorthodox location will permit .

the applicant to utilize an abandoned 10,000 foot deep Bone Spring

test well to drill deeper and test the uortow formation at about
half the cost of a new woll.

(5)° That no offset operator objected to the propored nn-
orthodox location,
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(6) That approval of the subject application will afford
the applicant the opportunity to produce its just and equitable
share of the gas in the subject pooi, will prevent the economic
loss caused by the drilling of unnecessary wells, avoid the
augmentation of risk arising from the drilling of an excesszive
number of wells, and will ctherwise prevent waste and protect
correlative rights.

IT IS THEREPORR ORDERED1

r

‘(1) That an unorthodox gas well location for the Morrow
formation is hereby approved for a well to be drilled deepar at
a point 1980 feet from the North line and 660 feet from the East
line of Section 1, Township 19 South, Range 34 Ealt. NMPM, Lea
County, New Mexico.

~ (2) That the N/2 of said Section 1l sghall be dedioated to
the above~described well.

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and vear herain-
abovg d,siqnated. :

STATE - OF NEW MEXICO
; DIVISION

Director
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I NDE X
LELAND FRANZ

Direct Examination by Mr. Kellahin

Cross Examination by Mr. Stamets

EXHIBITS :

Applicant Exhibit One, Structure>Map ¢

5
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you're employed, and in what capacity?

“and tell us when and where you obtained yoﬁr degree?

Page ' 3

MR. STAMETS: We'll call next Case 6946.
'MR. PADILLA: Application of Knox Industri
Inc., for an unorthodox gas well location, Lea County, New
Mexico.

r - ’ ‘;\ e o can o m ]
MR. KELLANIN: If the Examiner please, I'n

!

Tom Kellahin of Santa Fe, New Mexico, appearing on behalf of _

the applicant, and I have one witness tc be sworn.
(Witness~sworn.)
LELAND FRANZ

being called as a witness and having been duly sworn upon his

oath, testified as follows, to-wit:

vy

DIRECT EXAMINATION

BY MR, KELLAHIN:
0 . Would you please state your ‘name, by whom

A My name is Leland Franz, F-R-A-N-Z. I
am employed by Knox Industries as a petroleum engineer;_

0 Mr, Franz, have you previously téstified‘

.ationybivision?
A Once about: 25 years ago.

0. Would you refresh the Examiner's memory




Page 4

1 A I was graduated from Kansas State Univer-
2 sity in 1951, a degree in petroleum engineering.
i 3 Q And subsequent to graduation where have

4 you been employed as a petroleum engineer?

5 A. I was employed as a petroleum engineerﬂ
= 8 || 24 years by the ‘Skelly 0il Company in various engineering
; ? and middle management capacities.
8 ' And sini;e then by Sto;l.tz,r Wagner, and

*;f_: Tl 3 9 Brown, by Cogquina 0il Corpox_‘ation.

; 5 . 10 ' Q And you're now employed by Knox Indust- -
| o §§ < . ’ :
o 288 1" ries?
> 283
023 - o
- ®srg 12 A That's correct.
- 5“ 13 . 0. And pursuant to your employment as a
< . .
) , . o N ~ : :
¥ || petroleum engineer have you made a study of the facts sur-
. % ). rounding this articular application?
L A I have.
17 ' ¢MR. KELLAHIN: We tender Mr. Franz as an -
18 expert petroleum‘éngineér,u
§ L MR. STAMETS: The witness is considered
§ 20 qualified.
21

Before we go on with this case, I would

like to point out that the Division has tried not to create

i

a brand new pool every time a new Morrow reservoir was dis-

covered in thé vicinity of an existing Morrow well, There

N

N 2 8 B

may be other reasons in this case other than just a simplé
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£ _ |
1 NGPA determination. If that's the only reason for a new pool
2 creation, normally we would not create a new pool but we
é 3 would recognize a new reservoir. .
4 , MR. KELLAHIN: No, sir, that is not the
£ & only reason.
8 . < MR, STAMETS: Very good,
7 ' MR. KELLAHIN: The case that's called for
8 hearing at this point is an unorthodox location case.
. s ' MR, STAMETS: I was reading the wrong one.
4 3 10 Sorry. & .
o2l n ' |
g2z MR. KELLAHIN: And we want to keep the
| 0 x=3 : \
mLES ' ; - 5
f:) 3 1%% 2 two cases separate, although some of the exhibits are the
285 - ) ) . )
Lo :E 13
o same.
o <
| @ " _
- MR, STAMETS: Okay.
® 0 Mr, Franz, would you please identify |
L g I PR e s e e T e - ol s
+ ~ || what we've marked as Exhibit Number One and tell us what that'
v is? o
N 18 . I
A Exhibit Number One is a map of the struc-
! 19 _— . L o ~ -
ture of the Morrow contoured on the top of the Morrow Lime -
2| : . o ' I
; and indicates thereon all Morrow tests within the area of
21 . ’ ' ) '
| this map.
z 0 Would you identify for us the location
N ' of the subject well?
o 24 ' . o
B - ' The well we're speaking of is called Knox
5 ,‘,v;. ‘ .
Industries New Mexico State No. 2. 1It's in Unit H of Sectipnl’
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' 1, 19 South, 34 East,
} ' ' ' _ 2 0 And what would be the proration unit that

3 | you would propose to dedicate to this well?

4 A The north-half of Section 1.
f a 5 0. and what is the status of that well now?
s A This well was originally drilled this

§ 7 spring as a Bone Spring test and was dry and was temporarily

8 abandoned at 10,950 feet.

1
3 0 - I show you what is a copy of the Commissiom ‘
5 5 10 Order No;‘R;6261, entered in Case 6789,’and ask»you if ‘the
g\gég n subject well was drilled pursuant to that order?
- ;’3;’% 12 A Yes, it was drilled pursuant to tlus
; &8 : ,
3 §f B | order.
@ " 0 And what were the results of the Bone
® | spring test? )
8 A Unfortunately 1t waé dry. 1
v o} Why haVe”yoﬁ'abught,to use thé'samg
18 Wellbdre for tﬁe'Mprrow test?
¢ 1 A Well, we have something over a half
? | million dollars in the hole and we have a string of 5-1/2
z inch casing set at 10,950, and we believe for a noﬁinal améunt
; of money we can deepen this Well to the Morrow and test that
% J;ﬁ = zone,.where othérwise we might not be able to_jﬁstify it.
it # o Would you identify for us the footage
25 { .
location of the well?

TR ity 7 i VA T el e
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A Yes, it's located 660 feet from the east
line and 1980 from the north line of Section 1. :

Q‘ With regards to Exhibit Number One, your
struct;re map, does structure play a significance in deter;
mining a location for a Morrow test in this area?

A ‘ ~ No, sir, the best we can tell it has
nothing to do with produetivity of the Morrow.

’Q ‘ All right, sir, let's proceed tﬁen to
Exhibit Number_Two and have you identify the'Isopach.

A ’ All right. .This is apurported Isopachous
map of a‘point bar type distribution of Morrow Sznds ih{thé‘
vicinity of this well, and I say purported because it's¢based

upon ‘the evidence of qnly three wells, those shown on the
inaicated cress sectien A thirough A'. |

| What would be the expense to the applicanyl -
of drilling a new Morrow well‘fiem the surface to the total
depth?

A Well, it would be on the order of 1.1, 1.2
million dollars: B |

) iAnd’what in your opinion will the egpénse
be of re-eﬁteringtthe 0ld Bone Springs test and re~deépeﬁing
it to the Morrow formation? ‘

A We can tast and complete a.ﬁorrow well
for about .$500,000. |

nQ u Okay. The Isopach indicjites that a loca-
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tion somewhere iﬁ the north half of this particular section,
No. 1, is potenéially productive of the Morrow formation, does
it not?

A Yes, it does.

Q. In your dp}nion is the proposed location
the optimum location from which to economically develop the

noxrth half of this sectioﬁ?

) A Well, that was a ddﬁble—barreled guestion.
0 Yes, sir.
A It's not the best locaticn, obvioisly,

if we can believe the Isopachous map, but economically it's
probably the only well we could justfy testing the Morrow-in
that section.

0 If you could not re-enter the Bone Springs

test, would you be in ajposition to recommend to the applicant |

that he drill at a 10ca£idnfébmewﬁéré'élsé_in‘thé’nbrth'ﬁélf

of this section from the surface to total‘depfh?

A ~ No, sir, not at this time, we couldn‘t.

0 Now let's talk about the Isopach for just

some reservations about the Isopach with regards to its con-
tour throuch Section Number 1.

A | Well, the evidence we bhave and pressure

information indicates that probably the most westerly of those ME

three wells and the center of those three wells are4separatéd’

b
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whereas this Isopach shbws them to be in the same baf;

And furthermore, the evidence shows that
the center well and the most easterly well are sepgrated. Now
that is indicated on the Isopach map but the other separation
is not.

0 In 4your' opinion, Mr. Franz, wi ll,_i:he_‘ap:,,,,,,
prqval of this application be in the best interests of consér—
vation, the prevéntion of waste, and thevprotection of corre-
lative rightsé |

A Ygs, sir..

0. And in your opinion is the proposed loca-

LA

tion the cptimum location from which to develop the north'ﬁélf

of Section Number 1 under current circumstances?

A Yes, it's the only one.
) And if this application is not approved,

the north half of Section Number 1 would not bé developed so
,fér as the Morrow is concerned,

# That's correct.

0 Are Exhibits Number One and Two true and
accurate copies of an Isopach and struqture map supplied to

you from the recqrds‘and files of Knox Industries?

A Yes, sir. they are.
0. They were not prepared by you?
A No, they were not.

MR. KELLAHIN: That concludes our éxamin-~

NN &
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i
! | ation and we move the introduction of Exhibits One and Two.
. 2 MR. STAMETS: These exhibits will be ad-
? 3 | mitted. S
’
d CROSS EXAMINATION
S | BY MR. sTAMETS:
7 0. Mr. Franz, what did you call these two
: 8 |'bars- to indicate?
% 9 A . They're what the geologists call point
& ‘
f o 3 1 | pars.
: . 58 1 .
; Q283 0 Point bars?
A~ 2458
’3 ¥ o5y 12 A Point,
‘z T E “.: § . ’ N .
| o n sa 13 _ ‘ . - :
a 8 Q : ‘Would you elaborate on that?
2! . _ : -
A I'll he glad to try to elaborate on that..
s || , T ' .
‘They tell me that these bars result from o0ld stream meanders,
6 . e ‘ | iel oD
& in this case rivers, I would say; they're guite large ones.
i 17 & : . :
And the bars are deposited on the inner side of .a meander in
18 ‘ : : T - e ,
the slow part‘of the current, and where they become very thick
| B - o
; they'xe reworked and become porous, and over geologic time,
20 o S o
i of .course, some source bed feeds the hydrocarbons into them.
" zi L - ) - I . . ;
| ~ So probably that stream meandered like
j this. See those? [If you can believe the evidence you see.
| » R | . o ;
P here on this map.
: ' R ' Pretty good size stream.
. ] , : o
A Yes, they had some biggies in those days.
D 4 KRR TR N ;,,,;,:.-_r,»;_:»_.;vU-v::,,’_...,,_.__;;,_,;T, e S e Rl et e e LS LA A S L S ey IR L ST L L
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MR. STAMETS: Any other questions of this

witness?
MR. KELLAHIN: No; sir,
" MR. STAMETS: He may be exucsed,

Anything further in this case?

(Hearing concluded.)

Rt. 1 Box'193-B
Santa Fe, New Mexico 87501

Phone (505) 455-7409

'SALLY W. BOYD, C.S.R.
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-

tion Division was reported by me; that the said transcript

by me to the best of my ability.
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STAT? OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT -
OIJ, CONSERVATION DIVISION
STATL ILAND OFFICE BILDG.
SANTA FE, NEV MEXICO
25 June 1960

EXAMINER HEARING

e e et e et e e : . —m - N ) ,,,,,,,,,,,,,,
IN THE MATTER OF: o ) L
. ) E
Applicatlon of Knox Industries, Inc.,) CASE
for an unorthodox gas well locatior, ) 6946
Lea County, New Mexico. ) '
. )

TRANSCRIPT OF HEARING

APPEBRRANCES

 For the 0il Conservation _ Ernest L.’ Padxl;p, Esq. :
bivision: ‘ _ " . Legal Counsel to the Division
' ‘ : State Land Office Bldg. »

Santa Fe, New Maxico’ 87501

W. Thomas Kellahin, Esq.
KELLAHIN & KELLAHIN

‘500 Don Gaspar

‘Santa Fe, New Mex ico 87501

For the Applicant:
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Applicant Exhibit Two, Isopach
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Pag; 3
MR, STAMETS: We'll call next Case 6946,
Inc., for an unorthodox gas wall location, Lea County, New

Mexico.

© MR. KELLAUIM: If the Examiner please, I'm

Tom Kellahin of Santa Fe, New Mexico, appearing on behalf of

the applicant, and I have one witness to be sworn.
(Witness sworn.)

LELAND FRANZ.

being called as a witness and having been dﬂiy‘sworn upon hié

¢

oath, testified as follows, to-wit:

DIRECT EXAMINATION
'BY MR. KELLAHIN: .
0 »WOuld vou please state your name, bvaho@
you're employed, and in what capacity? c |
| L " My name is Leland Franz, P-R-A-N-Z. I
am employed by Knox Ipdustfie§ as a petroleum enéineer.

0. - ' Mr. Franz, have you previously testi!ied

A ) Once about 25 years ago.
0 Would you refresh the Examiner's memory

and tell us when and wheré you obtained your dégree?

iR, PADILUA: Application of Xnox Industries,




Page 4

1 LR T was graduataed from Kansas State Univer-
2 | sity in 1951, a degree in patraleum anainearing,
3 0 And subsequent to graduation where have

4 you been employed as a petroleum engincer?
6 A T was emnloved as a natroleum engineer .

6 | 24 years by the Skelly 0il Comwanv in various enginsering

7 and middle managemeht capacities.

8 1 And since then by Stoltz, Wagner, and

’ 9 Brown, by Coquina Oii Cczijorét-{bf\xfx‘

% _ 10 ) And you're now qfnplbygd b\ﬁé‘x};nqgef’ Indust-
i d . E% o L ’ ’ et
; a28s N ries?
— * é%% L A, That's correct.
ot E Egf . o
= & 3 0 And pursuant to vour employment as a
<
m - . .
“-» petroleum engineer have you made a study of the facts sur-
15 rounding this prticular application?
‘ L R A -1 have.
] 7 & MR. KELLANIN: We tender Mr. Franz as an
B I expert petroleum engineer. )
9. " MR. STAMETS: The witness is considered
: 20 - qualified.
2 Before we go on with this case, I would
like to point out that the DPivision has tried not to create
G B a brand new pool every time a new Morrow reservoir was dis-
ey
~ 24 ' S
. covered in the vicinity of an existing Morrow ‘'well. There
%

may be other reason.s in this case othexr than just a simple

e A oy hoe
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-~
1 NGPA determination., TIf that's the'only reason for a new pool
2 creation, normally wa would not crecate a new pool but we
3 would recognize a naw rescrvoir.
4 . MR. XELLAUTII: No, sir, that is not the
5 only reason.
& | MR, SPAMDTS: Very good.
Y , MR. KELLAHIN: The case that's called for
8 hearing at this point is an unorthodox location case.
. s B MR, STAMETS: I was reading the wrong one.
’ z' NS . ' .
_ ¢ 5 ' sorzy.
| g2fs | MR. KELLANIN: And we want to keep-the
o~ QI8  n Ty ~
P 3 £§§' ‘ two Cases separate, although some of the exhibits are the
B (-3 NN N
x> s 13
g 2 ] same. :
@ " (Ve S
e MR. STAMETS: Okay.
15 - .
5 0 ‘ Hr. Franz, would you please identify
‘ . S ‘iE C- L e ::Zii:;-v_, ‘\ . e o - : TR N
; what we've marked as Exhibit Number One and tell us what that
is?
4 o | T Exhibit Number One is a map of the struc-
; 19 o o :
ture of the Morrow c¢contoured on the top of the Morrow Lime
20 S 3 L ;
| and indicates thereon all Morrow tests within the area of
21
. ‘this map.
2 : ; X . .
: Q Would you identify for us the location
= o ' o
oy 1 of the subject well?
R The well we're speaking of is called ¥nox
% ' o .
Industries New Mexico State No. 2. It's in Unit H of Section
S B L e ST L L e 5
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1, 19 South, 34 BEast.
0 And what would be the proration unit that

you would propose to dedicate o tthisg well?

A

The north half of Section 1.
o And what ig the status of that well now?

A This well was originally drilled this

spring as a BDone Spring test and was dry and was tomporarily

abandoned at 10,950 fect.

0 ' I show you vhat is a copy of the Commissioch
Order Mo. R-~6261, entered in Case 6789, and ask you if thé

subject well was drilled pursuant to that order?

A -Yes, it was drilléd[bursuant to this
order.

Q | And what were the re;ultS“of thé Bone
Spring test? | j;. - 1; ¢L

A w »Unfortunately it;%éé'dry.

] why have you sougﬁf‘to use the same
wellbore for the Morrow test?

E ~ ' 'Well, we have somé£ﬁing over a ﬁalf
millionhdollars in the hole and we haﬁé a string of 5-1/2
inch casing set at 10,950, and we bel%eve fbr a nominal aﬁéﬁﬁ;
of money we canideépen this wéll to Eﬁe'MOrroﬁiand test théé',
s} wOuldhyQu identiff“for us the\footage

location of the well?




I NA

o

o

SALLY W. BOYD, C.S.R.

Rt:1Box 193-B
Santa Fe, New Mexico 87501

Phone (505) 455-7409

10
n

2

13

14

i
o

17

18

19

21

¥

’depth?

Page v
hR Yaes, it's lecated 660 feet from the east
line and 19280 from thoe north line of Section ).
Q. Witk regards to Ixhibit Number One, your

structure map, does structure play a significance in deter-

1 this area?

P

mining a location for a Morrow tegt i

.

A . Ho, sii, the bost we can toll it nas
nothing to do with nroductivity of thc;HorroW.

0 All right, sir, leﬁ's proceed then to
Exhibit Numﬁer Two and have voun identify the Isopach.

A, 2ll right. %his ié apurported ;éopachoﬁéx

map of a point bar type distribution of Morrow Sqnds in the

vicinity of this well, and I say purported because it's based

upon the evidgnce of only three wells, those shown on the
indicated cross section A through A',
Yhat would be the expense to the applicanﬁ'

of drilling a new Morrow well from the surface to the total

. well, it would be on'the ordar of 1.1, 1.2
million dollars. ‘ |
o | And what in your opinion wili the-expeﬁse"
be of re—enteriné the old Bone Springs tést'ahd re~deepening-\
it to the Morrog forﬁatiqp? - |
A We can test and complete a Morrow well®
for about $500,000.

0 Okay. The Isopach‘indicates that a loca-
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tion somewhere in the north half of this particular scction,

Ho., 1, is notentially »roductive of tha Morrow formation, does

A : Yés, it does.

n In your opinion is the proposed loqat;on ’
the optirmm location from which to ecﬁnomically develop £ﬁe
north half of this section?

A Well, that was a double-barreled question|

o . Yes, sir.
A It's not the best location, oﬁélously,

if we can believe theﬂIsopachous nap, but economically it's

probably the only well we could justfy testing the Morrow in

that section.
0. . If you could“not re-enter the Bone Sprinﬁ#
test, would yoﬁ be in a poéition to recommend to the applicahf

that he drill at a location somewhere else in the north half

of this section from the surface to total depth?

,

R Nq, sir;‘not at this time, we couldn't.
0 How let's tﬁal}:f"éﬁgiit the Isopach for ‘j'u':‘st

a moment. You've -~ T gather from your reaction that you havel.
some reservations about the Isopach with regards to its con-:
tour throﬁgh Section Humber 1.

A . Well, the’evidence we have and pressure
information indicates that probably the most Westerlf of thoge

3

three wells and the certer of those three wells are separated
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whaereas this Isovach shows thom to be {n the same bar.

oo farvhermore . ©ha evidence snows that
the center well and the nost casterly well are separated. Now
that is indicated on tho Tsopach map but the other separation

i3 not.

- wres axixd redman B SO SN T,
Q. ) n YOUDn OPDINIONn, ©nE. ‘L’Ld“d, FiL L L e

proval of this application be in the best intercests of conser-
vation, the prevention of waste, and the protection of corre~

;

lative rights?

A ' Yes, sir.
o and in your opinion is the proposed loca-

tion the optimum location from which tO“devéiop the north half'

of Section Humber Y undey current clrcumstances?

A,  Yes; it's the only one.
0. and if this application is not approved,

the north half of Section Wumber 1 would not be developed'so~3*
far as the Morrow is concerned.

A, f That's correct.

ko]

Are Txhibits Humber One and Two true and
accurate cbpies of an Isopach and strucéure-map supplied to : -

you from the recofds and files of Knox Industries?

A " Yes, sir, they are.
o They were not prepared by you?
X ' No, they were not.

MR, KELLAHIY: That concludes our examin-
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ation and we move the introduction of nxhibits One and 'Pwo.

AR AT
SHAMOTS .

e

12
il e

Thess extibies will bo ad-

mitted.
ClO33 DXRAMINATION
BY MR. STAMDTS:

0. Mr. FPranz, what did you call these two

.bars to indicate?

‘ A . They‘fe what the Qeologistsrcqllrpbiﬁt
bars. .
Qo Point bars?
A Point.
0. quld you claborate on tﬁat?
Ao I'11l be gladé to try to elaborate on that.

They tell me that these bars result from old stream meanders,

in this case rivers, I would say; they’re quite large ones.

s

And the bafé are deposited on the inner side of a meander.in\
the slow part oé the current, and Qhefe they become very'ﬁhiék
they're reworked and beccorme porous, and ovefigediogic time,

of course, some Source bad feeds the hydrdcarbons into them.

So probably that stream meandered like

See. those?

this. If vou-can believe the evidence you see

here on this map.

n Taerdedoos v nd s csdevsimeam
e Dol 3 o EY VNIV DL Li%S R L ASTRitl e
A Yes, they had some biggies in those days.

G
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1 _ MR, STAMETS: Any other questions of this

2 (witness?

3 MR, KELIAHIN: No, sir.
sl " MR, STAMETS: He may bhe exucsed,
5 ' Anything further in this case?

advisenment.

“Pe taken under

8 (Rearing concluded.)

11

12

Phone (50%) 4557409

13

SALLY W. BOYD, C.S.R.
Rt. 1 Box 193-B
Santa Fe, New Mexico 87501
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CERTIPFPICATE

I, SALLY W. BOYD, C.S.R., PO HEREDY CERTIFY that

the foreqgoing Transcript of Nearing before the 0il Conserva-

tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

I do hereby certify that the foregoing 4
a complele record of the procandiaos in
the ‘r.>‘<aminer hearing of Case wo.
heard by me on , 19
—_— Y

Ld
e

, Examiner

Oil Conservation Division




Page 3 of 4
Examiner Hearing - Wednesday - June 25, 1980 . Docket No, 19-80

CASE 6944: Application of Benson-Montin-Creer Drilling Corporation for a pressure maint&hance project, Rio
Arridba County, New Mexico, Applicant, in the above-styled cause, seeks authority to institute
a pressure maintenance project by the injection of gas, air, LPG, water, or chemicals into the
Mancos formation thru 7 wells on its East Puerto Chiquito-Mancos Unit Area,

CASE 6945: Application of ARCO Oil and Gas Company for salt water disposal, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
Yates-Seven Rivers formation in the interval from 3550 feet to 4000 feet in its Fletcher Well No,
4 in Unit J of Section 27, Township 20 South, Range 34 East, Lynch Field, <

"Cléé 6946: Application of Knox Industries, Inc. for am unorthodox gas well location, Lea County, New Mexico,

--—. _Applicant, in the above-styled cause, zeeks approval for the unorthodox location of a well to be
recompleted in the Morrow formation at a point 1980 feet from the North line and 660 feet from the
East line of Section 1, Township 19 South, Range 34 East, the N/2 of said Section 1 to be dedicated
to the well, :

Lea County, New Mexico, App\xcant, in the above-styled cause, seeks an order deletlng certain lands
from the La Rica-Morrow Gas Pool and creating a new gas pool from said lands together with a deter-
mination that applicant's NM State Well No, 1 located in Unit F-of Section 2, Township 19 South,
Range 34 East, has discovered a new onshore reservoir pursuant to Section 102 of the NGPA.

CASE 6948: Applxcntxon of Maralo, In¢. for dual completions and simultaneous dedxcatlon, Lea County, New Mexico.
Applicant, in the above-styled causé, seeks approval for the dual completxon (conventional) and
simultaneous dedication in the Jalmat Pool of four wells in its Jalmat Yates Unit to produce oil
from, and later on to inject water into, its Tates formation waterflood, and to produce cil from
the Seven Rivers formation from two of the wells, the Nosi, 19 and 20 located in Units ¢ and D and
to produce gas from the Seven Rivers from the other two wells, the Nos, 25 and 31 located in Units
F and K, all in Section 18, Township 25 South, Range 37 East,

CASE 6949: Applxcatxon of Grace Pétroleunm Corporatxon for four compulsory poolings, Rio Arriba County, New
Mexico, Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the
Escrito-Gallup Pool underlying four 80-acre proration units, bexng the E/2 NE/4, the $/2 NW/&, and
the W/2 NW/4 of Section 28, and the W/2 SE/4 of Section 29, atl -in Township 24 North; Range 7' Hest,
each to be dedicated to a well to be drilled at a standard location thereon, Also to‘be considered
will be the cost of drilling and completing said wells and the allocation of the cost thereof as
well as actual operating costs and charges for supervision, designation of applicant as operator of
the wells, and a charge for risk invelved in drilling said wells.

CASE 6950: Application of Bass Enterprises Production Company for an unorthodox géb well location, Eddy COhnty,

New Mexico. Applicant, in the above-styled cause, seeks approval for the unorthodok location of a
Morrow test well to be drilled 660 feet from the North line and 1980 feet from the East line of
Section 4, Townsh1p 25 South, Range 31 East, the E/2 of said Sectien 4 to be dedicated to the well.

CASE 6951: Appllcat1on of Bass Enterprises Production Company. for cqmpulsory pooling,. Eddy County, New.Mexico, -
Applicant, - ‘in"the above-styled cause, seeks an order poolxng all mineral interests in the Morrow
formation underlying the E/Z of Section 21, Township .22 South, Range 30 East, to be dedicated to a
well to be drilled at a standard location cheteon. Also to be considered will be the cost of
drilling and completing said well and rhe allocation of the cost thereof as well as actual operating
costs and charges for supervision, deflgna*lon.of applicant as operator cf the uell, and a charge
for risk anolved in drilling sa1d,uell

L (

CASE 6952: Application of Exxon Corporatlcn Eur a non-standard gas proration unit, Eddy County, New Mexico,
Appl;cant, in the abové-styled cause, seeks approval of a 378,ll-acre non-standard gas proration,
unit comprising Lots 1 and 2.and the Nf2 NE/4 of Section 31, and Lots 1, 2, 3, 4, and the §/2 NIZ
of Section 32, all in Township 26 South, Range 26 East, Morrow formation, to be dedxcated to . 1rs
Milepost Federal Com 2 Well No, 1 located in Unit A of said Sectxon 31.

CASE 6925: (Rendvertxsed)

Application of Caribou Fcur Corners, lac. for two exceptions to Rule 306, San Juan County, ‘New
Mexico. Applicant, in the above-styled cause, seeks an exception to Rule 306 of the Division
Rules and Regulations to permit the permanent flaring of gas from its Kirtland Wells Nos. 1 and 2,
located in Units A and B, respectively, of Section 13, Tounship 29 North, Range 15 West,

[
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STATE OF NEW MEXICO )
ENERGY AND MINERALS DEPARTMENT
0IL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE -OIL CONSERVATION
DIVISION FOR THE PURPCSE OF
CONSIDERING:

CASE NO. 6789
Order No. R-6261

APPLICATION OF KNOX INDUSTRIES, INC.
FOR7AN UNORTHODOX OIL WELL LOCATION,

" LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on January 16,
1980, at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this - 7th day of February, 1980, the Division
Director, having considered the testimony, the record, and the-
recommendations of the Examiner, and being fully advisé&d in the
premises,

FINDS:
(1) That due public notice ‘having been given as required
by law, the Division ‘has jurisdiction of this cause and the

subject matter thereof.

(2) . That the applicant, Knox Industrles, Inc., seeks an
exception®to the well location reqguirements of the Scharb-Bone

Springs Pool as promulgated by Order No. R-2589 to permlt its

New Mexico State Well No. 2 to be drilled in Unit H, 1980 feet
from the North line and 660 feet from the East line of Section
1, Township 19 South, Range 34 East, NMPM, Scharb-Bone Sprlngs
Pool, Lea County, New Mexico.

(3) That the E/2 NE/4 of said Section 1 is to be dedicated

to the well..

~ (4) That a well at said unorthodox location will better
enable applicant to produce the 0il underlying the proration
unit. _

(5) That no offset operator objected to the proposed un-
orthodox location.




~2-
Case No. 6789
Order No. R-6261

(6) That approval of the subject application will afford
the applicant the opportunity to produce its just and equitable
share of the o0il in the subject pool, will prevent the ceconomic
loss caused by the drilling of unnecessary wells; avoid the
augmentation of risk arising from the drilling of an excessive
number of wells, and will otherw1se prevent waste and protect
correlative rights.

IT IS THEREFORE ORDERED:

(1) That an unorthodox o0il well location is héreby
approved for the Knox Industries, Inc. New Mexico State Well
No. 2 to be drilled as an exception to the provisions of Order .
No. R-2589 at a point in Unit H 1980 feet from the North line
and 660 feet from the East line of Section 1, Township 19 South,
Range 34 East, NMPM, Scharb-Bone Springs Pool, Lea County, New ’
Mexico. .

(2) That the E/2 NE/4 of said Section 1 shall be dedicated
to the above-described well.

(3) That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated. :
STATE OF NEW MEXICO
IL, CONSERVATION DIVISION

JOE D. RAMEY
Director




KELLAHIN and KELLAHIN
Attorneys at Law
Jazon Kellahin $00 Don Gaspar Avenue
W. Thomas Kellahin Post Office Box 1769

Karen Aubrey Santa Fe, New Mexico 87501 T:t:’:“& ::zs‘::”

T

oty

June 5, 1980

BT

ED
Mr. Joe Ramey . A ERCELY r"'?
0il Conservation D1v1s on ol
P.0. Box 2088 : Y JUN - 51980
Santa Fe, New Mexico 87501 '

‘i.)

OlL CONS RVATlON DWISlON

K ; SANTA FE
re: Knox Industries, Inc.

Dear Joe: | o 66(/0-0. (Q?l/é

Enclosed please fi >
for hearings. I would BTECiate you setting the Section
102 case before the unorthodox location case.

e X G I Y T R T

»

We wouid'appreciate being scheduled on the June
25, 1980 docket.

W. T’homa;”&éuaa‘m
encl. ' : ’

cc: Leland Franz
WTK: nb

I
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS

OIL CONSERVATION DIVISION ,
ECEIVED m

1 ...-cvwr R b

IN THE MATTER OF THE APPLICATION OF

KNOX INDUSTRIES, INC. FOR APPROVAL ‘ \‘ JUN - 51980 L

OF AN UNORTHODOX WELL LOCATION,

LEA COUNTY, NEW MEXICO OIL CONS™ Rvm'ﬁbé DIVISION
: - SANT o

o AT T AT

APPLICATION Coae G9Yb

COMES NOW KNOX INDUSTRIES, INC, by and through
its attorneys, Kellahin & Kellahln and applies to the 0il
Conservation Division of New Mexico for approval of an
unorthodox well location 1980 feet from the North line

————

660 feet from the East line. of Section 1, T19S, _R34E, Lea

County, New Mexico and in support thereof would show:

1. Applicant is the operator of the North half of

Applicant has previously drilled a dry hole to
the Bone Springs-formation (depth - 10,950 feet) at a
location 1980 feet ffdm the North line and 660 feet from
‘the East line of said Section 1.
3. Applicant seeksiépprOVal to re-enter the subject
well and deepen said well to a depth sufficient to test
the Morrow formation. )

C—

4. Applicant proposes to dedicate the N/2 of said
IS .
section to the well.
5. Approval of the Application is in the best
interest of conservation, the prevention of waste and the

protection of correlative rights.

WHEREFORE Applicant requests that this matter be set

4
1980 £

CeoFEL
atd /3.S.p0eée




S

before the Division's Examiner and thét after notice and
hearing,

N
ARl T N

the application be granted as requested.

KELLAHIN & KE

By

W. Thomas e
P.0. Box 1769,.
Santa Fe, New Mex1co

Phone: (505) 982-4285
ATTORNEY FOR APPLICANT

oy A N
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLTCATION OF
KNOX INDUSTRIES, INC. FOR APPROVAL
OF AN UNORTHODOX WELL LOCATION

LEA COUNTY, NEW MEXICO  Cenr LT16

APPLICATION

- COMES NOW KNOX INDUSTRIES, INC, by and through
its attorneys, Kellahin & Kellahin and applles to the 011
Conservation Division of New Mexico for approval of an
unorthodox well location 1980 feet from the North line
660 feet from the East line of Sectiom 1, T19S, R3I4E, Lea
County, New Mexico and in support thereof would show:

1. ‘Applicant is the operator of the North half of
Section 1, T19S, R34E, Lea County, New Mexico.

2. Applicant has previously drilled a dry hole to
the Bone Springs formation (depth = 10,950 feet) at a
location 1980 feet from the North line and 660 feet from
the Eést line of said Section 1.

3. Applicant seeks approval to re-enter the subject
well and deepen said well to a depth sufficient to test
the Morrow formation.

| 4. Applicant proposes to dedicate the N/2 of said
section to the well.

5. Apprdval'of the Application is in the best

interest of conservation, the prevention of waste and the

‘protection of correlative rlghts

WHEREFORE Applicant reﬁuests that this matter be set




before the Division's Examiner and that after notice and

hearing, the application be granted as requested.

KELLAHIN & KELLAHIN

Rv -
0

"~ W.Thomas Kellahin -
P.0. Box 1769

Santa Fe, New Mexico
Phone: (505) 982-4285
ATTORNEY FOR APPLICANT
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF -
KNOX INDUSTRIES, INC. FOR APPROVAL
OF AN UNORTHODOX WELL LOCATION,

LEA COUNTY, NEW MEXICO

Cone LTYE

APPLICATION

COMES NOW KNOX INDUSTRIES, INC, by and through
its atto%heys, Kellahin & Kellahin and applies to the 0il
Conservation Division of New Mexico for approval of an

unorthodox well location 1980 feet from the North line

-660 feet from the East line of Section 1, T19S, R34E, Lea

: Coﬁnty, New Mexico and in support thereof would show:

1. Applicant is the operator of the North half -of
Section 1, T19S, R34E, Lea Couaty, New Mexico. -

2, Applicant has-previously'drilled a_d?Y_Pé}e to
the Bdhe Springs formzat,t:iorr"("d'l'—:;‘;;;;7:1';’”= 10,950 féét)_étva
location 1980 feet from the North line and 660 feet from
the East line of said Section 1.

3. Applicant seeks approval to re-enter the subject
well and deepen said well to a depth sufficient to test
the Morrow formation.

4;- Applicant proposes to dedicate the N/2 of said
section to the well. )

5. Apprdval of the‘Application is in the best
interest of conservation, the preventioﬁ of waste and the

protection Of correlative rights.

WHEREFORE Applicant requests that this matter be set




before the Division's Examiner and that after notice and

? hearing, the application be granted as requested.

| 3 KELLAHIN & KELLAHIN
By
g W.Thomas Kellahin
: P.0. Box 1769

Santa Fe, New Mexico
Phone: (505) 982-4285
ATTORNEY FOR APPLICANT
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS

OIL CONSERVATION DIVISION

IN THE. MATTER OF THE APPLICATION OF

KNOX INDUSTRIES, INC. FOR APPROVAL Crls § ¢{/6
OF AN UNORTHODOX WELL LOCATION,

LEA COUNTY, NEW MEXICO |

APPLICATION

COMES NOW KNOX';NDUSTRIES} iNc, by and through
its attorneyg, Keilaﬁin.& Kellahin and applies to the 0il
Conservation DiVision/of New Mexico for approval of an
unorthodox well location 1980 feet from the North line

660 feet from the East line of Section 1, T198, R34E, Lea

. County, New Mexico and in support thereof would show:

1. Applicant is the operator of the North half of
Section 1, T19S, R34E, Lea County, New’Mexico.

2. Applicant has'previbpsly drilled a dry hole to
the Bone Springs formation (depth = 10,950’feét) at a
location 1§80 feet from the North line and 660 feet from
the East line of said Sedtion 1.

3. Applicant seeks approval to re-enter the subject
well and deepen said well to a depth sufficient to testb
the Morrow formation.

4. Applicant proposes to dedicate the N/2 of said
section to the well.

5. Approval of the Application is in the best
interest of conservation, the prevention of waste and the

protection of correlative rights.

WHEREFORE Applicant requests that this matter be set




before the Division's Examiner and that after notice and

hearing, the application be granted as requested.

KELLAHIN & KELLAHIN

B

\'4

W.Thomas Kellahin
P.0. Box 1769

Santa Fe, New Mexico
Fhone: ~ (505) 982-4285
ATTORNEY FOR APPLICANT
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DRAFT STATE OF NEW MEXICO
, ENERGY AND MINERALS. DEPARTMENT
dr/ OIL, CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLFED BY THE OIL CONSERVATION
DIVISION FOR TBE PURPOSE OF
CONSIDERING:

CASE NO., 6946

ORDER WO, R~ (700
"""" ﬁfﬁfiézﬁxon OF KNOX INDUSTRIES, INC.

FOR AN UNORTHODOX GAS WELL LOCATION,

LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION: -

This cause came on for hearing at 9 a.m.<on June 25 '

1o __80, at Santa Fe, New Mexico, before Examiner Richard L. Stamets

NOW, on this day of June ' 1980 , the Divis‘ionj_

" pirector , having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the 5
premises,

FINDS:

| (1) That due public ﬁotice having been given as required by
i law, f:he .I_Jivision has jufisdiction of this cause and the subjéct
matter thereof. |

(2) That the applicant, - Knox Industries, Inc.

t
§ af ca Ge kit Ba Ceconplated Thetie BOrY Sy PIYm:
| seeks approval of an unorthodox gas well location/ 1980

¢ feet from the North ___line and _660 feet from the 5

East line of Section 1 , Township 19 South
V"‘SVLMc

Range 34 Eas't R MM' —ost—tive WQ//W
formt-ron, ﬂgrmwvém ol , Lea

County P New Mexico.

e m————
”

‘ {3) That the N/2 of said Section _ 1 \ is to be ;
| dedicated to the well.

xi unorthodox atign will better. :
to produce t ndcrlylng the proratJ.on unit.

(5} That no offset operator ob-iécted to the proposed uwnorthodox |

i

locatlon. ’ "%/ /a/&‘_ f

(7) V2. v a/v/an va/ f/ )’fp o ,@‘7 // e uu VJ V"-’g_ {
qﬁy?ﬂca«'[ #’A1¢ aﬁﬂtzéawtdéhe /0, 600 /advl !

Bene 5/)‘/(/ e.sC?L'ch// M 710 o(n// /%c
Yeeper A A l‘ﬁfc 7740)"’6‘11) pruMy{h vhj‘ o w‘” J
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Case No. _ =
Order lo. R-

———

(é) That approval of the subject app1itation will afford the applicant

the opportunity to produce its just and equitable share of the gas in the
subject pool, will prevent the economic loss caused by the drilling of
unnecessary wells, avoid the augmentation bfrrisk arising'fromlihe drilling

of an excessive number of wells, and will otherwise prevent waste and protect

correlative rights.

IT 1S THEREFORE ORDERED:

(1) That an unorthodox gas well locat

to be yeemgletes o, )

formation is hereby approved for a welV t®dbmiseated at a point 1980
feet from the North  yipe and
line of Section 1 , Township 19 South

- NMPM,

jon for the

Hed Seepper

feet from the

. Range 34 East

New Mexico.

(2) That the _N/2  of said Sectibn

the above-described well.

(3) That jurisdiction of this cause is retained for the entry of such
. further orders as the Division. may deem necessary.

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

shall be dedicated to




