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I . 13 D F. X 

RAYMOND PARKER ' 

Direct Examination by Mr. Kellahin 

J. STEWART MARTIN 

Direct Examination by Mr. Kellahin 

Cross Examination by Mr. Stamets 

E X If I b I T S 

Applicant E x h i b i t One, Plat 

Applicant E x h i b i t Two, L i s t . 

Applicant E x h i b i t Three, L e t t e r 

Applicant Exh i b i t Four, A f f i d a v i t 

Applicant E x h i b i t Five, A f f i d a v i t 

Applicant E x h i b i t Six, Plat 

Applicant E x h i b i t Seven, AFE 

Applicant E x h i b i t Eight, Operating agreement 
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G'i'AMr.TG: ',:<;'l.l c a l l now Cane dumber 

0-131. 

•IT.. .VCA\Z:v.vy.\Y: Case C - ' / i l . A p p l i c a t i o n o f 

HNG O i l Company for compulsory pooling, Eddy County, Mcv; 

Mexico. 

M>;. KELLAHIN: I'm Torn Kellahin of Kellahin 

and Kellahin, 3a .-.ta Fe, New Mexico, appcariny on behalf of 

the Applicant, and I have. tv;o witnor.nos 'oo ho svon. 

:-•?.. E7AMF.7S : Any othor appo ar,incfi:i? Have 

t.'.u :i5u5 5 i - i i : u «:id 1J«.: a w o r n , p l e a s e . 

being callod ao a witness and having boon duly sjworn upon 

his oath, t e s t i f i e d as follows, t o - w i t : 

DIP.:-:cr EXAMINATION 

' BY MR. KELLAHIN: 

Q. Would you please state your name and occu-

oation? 
\ 

A. My nar.to' n Raymond Parker. I'm a consultant, 

fo r iP.JG O i l Company i n land matters. \ 

\ 

fi Mr. Parker, have you previously t e s t i f i e d 

before the O i l Conservation Division i n your capacity as 

a land man i n other cases? 
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MR. KF.TXAiilN: Ke tender Mr..Parker as an 

exper t . 

MR. STA.MT.TS: The witness i s considered 

qualified. 

(X (Mr. Kellahin continuing.) Mr. Parker, have 

you made a study of and are you familiar with the land 

B±tvu»tion concerned in t h i s application? 

K Yes, s i r , I have. 

Q. Would you refer to what I've marked as 

Exhibit.Nuraher One and identify that? 

A. Thia i s a plat of the north half of Section 

35, Township 23 South, Range 28 East, Eddy County, New 

Mexico. 

The acreage colored i n yellow represents ; 

leasehold interest's owned by HNG Oil Company. The orange, 

leasehold interest owned,by Phillips Petroleum; the blue...... 

leasehold by Jack E. .Russell and Associates; the green and.: 

the pink are.owners of minerals tKat we have been unable ;̂  

to locate. . . ''•'.•''\i«̂; 

• "..-„"-• Q. , Do you-have an' approximation as to how manyt',' 

acres are uncommitted to ,the unit?. - ».,0 

j - n. '. | "There's a t o t a l of 6.875;mineral acre3 -that''^. 

are uncommitted to what we propose, to pbolin • the north half;..-}; 

• Ci'T '• That's indicated on' Exhibit 'Wunibef. Two?'.̂  jL&# 
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Rage 5 

A. That's t r u e . 

Q. Would you describe tho. information contained 

on E x h i b i t Two.for us? 

A. The f i r s t item shows a mineral i n t e r e s t of 

1.875 .acres out of a G-acre t r a c t , which shows on the p l a t , 

E x h i b i t One, as Tract G64. 15/24ths of th a t p a r t i c u l a r 

t r a c t are owned as a leasehold by P h i l l i p s Petroleum. The. 

remaining i n t e r e s t i s owned by the heirs of Albert Larson 

and Olaf Inrude, l a s t known address Caldwell, Kansas. 

0- With regard t o t h a t i n t e r e s t , Mr. Parker, 

what i f anything have you done or directed t o be done i n 

contacting those people? 

A. We' va engaged a inan named Torn Burton i n 

Wichita, Kansas, t o attempt t o locate those l o s t people. 

He has contacted several people. Attached as our e x h i b i t s 

are the two a f f i d a v i t s . 

Q.'. . As' of t h i s date, t h a t acreage i s s t i l l un- '• 

committed t o you? • 

fl. That's true. ', 

. ; Q. AIT. right. Now,'you;;have;a 5-acre tract/that 

in the name of the heirs.of Bert Schurr> S-C-H-U-R-R. \'] 

A. . That's right'. \ 

Q... . . Let me. show you what we've marked as E x h i b i t 

Number Three and w i l l you describe .your e f f o r t s to contact .; 

those heirs? 
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A. This i s the l e t t e r , my l e t t e r — or HUG's 

l e t t e r , my signature, addressed to Mr. Robert E. Coleman 

of Midland, Texas. Mr. Coleman v i s i t e d ne i n my o f f i c e 

about ten days ago, advised me th a t he has located c e r t a i n 

h e i r s o f Bert Schurr, using the process of acquiring o i l 

and gas leases covering t h i 3 outstanding i n t e r e s t . 

I have not seen tho o i l and gas lease; he 

doss not have i t i n hand. I wrote t h i s l e t t e r f o r the ex

press purpose of i n v i t i n g him i f ho has a v a l i d o i l and gas 

lease t o j o i n uc i n tho d r i l l i n g of our w e l l or t o farmout 

on the basis o u t l i n e d i n t h i s l e t t e r . 

Qi That l e t t e r docs indicate a paragraph ad

v i s i n g the Bert Schurr h e i r s , through Mr. Coleman, of t h i s 

p a r t i c u l a r case hero? 

- . A.' • 'Yes. 

' '] fr . Would you r e f e r t o E x h i b i t Number Four and 

i d e n t i f y i t ? -

K E x h i b i t Uumber Four i s an a f f i d a v i t of Tom 

Burton o f V7ichita~. Kansas, as t o h i s attempts t o locate .-

Mr. A l f r e d Larson. \-

• . " ' ' ' ' • '.V. 
. . Q. i n summary he's not been able t o do so. V 

/A. In'summary he's contacted a lawyer t h a t a t \ 

one time represented tho Larson people but he i s very aged 

i n a nursing home and i s unable t o correspond. , * 

. QL "'i have separately as E x h i b i t Five what ap-



'r^'i'-y 

V '-- 4,"--

* ' 'I ^' V Ss JU- ?V'-' « 

o i l : 

- I s 

si 

2 

3 

.4 

5 

6 

7 

.-8 

9 

TO 

11 

ra 

13 

' t« 

15 

te 

S7> 

13 

19 

30 
J 

71 

77 

73 

24 

..'» 

pears t o be the sar.e a f f i d a v i t . Arc those two a f f i d a v i t s 

the sans? 

«. The a f f i d a v i t i s by the sarae a f f i a n t , and 

one covering the Inrudo people and or.e the Larson people. 

' C- • Okay. 

' JtS. KELT.AlMtJ: I have no f u r t h e r questions 

o f - M r . . Parker. • 

ST,7<.Mr.7S: Ar'-- there.'.any other questions 

o f the witness? He r>iy bo cxcucc l . 

* ; J . STXWART KARTITf ; 

being c a l l a f i as a v i tness- and having boon duly sworn upon 

His «*ath, t e s t i f i e d , as- fol lows> t o - w i t : 

1 ^/"'ioiREc? E X A r a r f i A T i o f i : : \ 

'•ST,' KS. tjanS.Wai371!:> '' ' 

(j ; ' Ifoold you pleaae state your name and oecu-.. 

paticn?- . \\> - " _ }_•"/ ", • £' 

a. ~. Stewart Martin. .-.I* si Vice rrc9ident of 

,E»pl'6ratio»',f'or''f?tC Oil Company, Midland, Texas. 

/. • Mr. Martin, have you previously testified . 

before the Oil Conservation Division? 

&' ' '. Yes, s i r . ' 

Ji-'.' In what capacity? <'" 

.V - As a geologist. : -
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Q. Have you nade a study of and are you f a m i l i a r 

w i t h the gooiogical facts surrounding t h i s p a r t i c u l a r 

application? 

A. Yes, s i r . 

MR. KELLAHIN: Wo tender Mr. Martin as an 

expert. 

MR. STAMETS: The witness i 3 considered 

q u a l i f i e d . 

QL (Mr. Kellahin continuing.) Would you r e f e r 

t o what we've marked as Exhi b i t Number Six and i d e n t i f y t h a t ^ 

A. Yes, s i r . This i s a p l a t of the area showing 

a l l c urrent d r i l l i n g wells and completed we l l s . 

Currently we are d r i l l i n g a w e l l and I be

l i e v e the l o c a t i o n i s 2310 from the west l i n e and 660 from 

the n c r t h l i n e of Section 35, Township 23 South, Range 28 

East, Eddy County, New Mexico, c a l l e d our Williams Com 35 

Uo. 1. 

Qi The Williams Com 35 No. 1 i s the w e l l t h a t 

w i l l be dedicated t o t h i s north h a l f p r o r a t i o n unit? 

A. Yes, s i r . : . 

Q. Would you please r e f e r t o E x h i b i t Number 

Seven and i d e n t i f y i t ? 

A This i s an AFE of HNG O i l Company on the 

subject w e l l . The completed w e l l cost i s $1,329,746; dry V; 

hole, $1,019,051. 

' -4 
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& What i s the t o t a l depth of the w e l l , Mr. — 

A 13,400 feet Morrow t e s t . 

Q. Tn your opinion are the anticipated w e l l 

costs f o r t h i s p a r t i c u l a r w e l l consistent w i t h other Morrow 

wells d r i l l e d i n Eddy County? 

fl. This, i n t h i s l o c a l area, are a l i t t l e 

higher, about 20 percent higher than tho wells t h a t we have 

d r i l l e d down i n Malaga about 3 miles t o the south, because 

of the high pressure zones t h a t have been encountered i n 

the w ells immediately t o the north. 

0. Do you have a recommendation t o the Examiner 

w i t h regards t o a penalty t o be assessed against the non-

p a r t i c i p a t i n g owners? 

A, Yes, s i r , 200 percent. 

0. On what do you base t h a t recommendation? 

fl. Well, p r i m a r i l y because of the e r r a t i c nature 

of the Morrow. The w e l l t o the south i n Section 2 on the 

previous p l a t i 3 a 3ub-commorcial w e l l , the P h i l l i p s Malaga 

No. r-A. I t ' s producing about a m i l l i o n f e e t . o f gas per 

month and a cumulative production of 340-million feet of 

gas. And a w e l l t o the north, there's a w e l l i n Section 

23 i n the east h a l f has an Atoka sand, and the only other 

w e l l t h a t has t h a t sand i s the Maddox w e l l i n the west \ 

h a l f o f Section 26. . \ " 

There are two Morrow completions w i t h i n t h i s \ 
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area, one in Section 22 in tho southwest quarter, the Amoco 

No-.1 Brantley, and the Maddox 1-27 Pardue Farms in the east 

half of Section 27. These other wells encountered Morrow 

Sands but have not run any production tests on them. 

Q. Herald you refer to Exhibit Number Eight and 

identify i t ? 

A. I t ' s part of our operating agreement that the 

land departaant has prepared for tho north half of Section 

35. 

0. As part of that operating agreement what han 

boon agreed to by the working interest owners for overhead 

charges or coat for supervision while drilling and after 

cdnploticu of the veil? 

A Tho drilling well rate i s $2398 and a pro

ducing v e i l rato, $319. 

0, In your opinion would that bo a fair sum to 

charge against, the nonconscnting owners in this case? 

A. Yes, s i r , i t ' s essentially tho same as severalj 

operating agreetsents wo have in the township to the .south. 

Q, Who are the operators that w i l l sign this 

agreement, ltr. Martin? 

A" . . I t ' s HNG Oil Company, Phillips Petroleum, 

Jack Russell, et a l , aro the three that have signed the 

operating agreement. 

QL And HNG desires to be designated the operator? • i.f 
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"A. Yes, s i r . 

0- What percentage of the unit do they control? 

A. At this point 60.935, .935 percent. 

0- I note that your operating agreement also 

has a method by, which the fixed rates are adjusted on.an 

annual basis, on the 1st of April of each year. 

. ' A Yes, s i r . 

Ct In your opinion would that be an appropriate 

additional paragraph to add to this particular order to bo 

applied against the nonconsenting parties? 

A - ', Yos, s i r . 

Q. And wore Exhibits Six, Seven, and Eight pre

pared by you or compiled under your direction and super

vision? . 

v They wore compiled under my supervision. 

©. In your opinion, Mr. Martin, w i l l approval 

off this application prevent waste and protect: correlative 

rights? _ 1 

• v/-, ' A *. Yea,, air. ' - '., 

* MR. KELLAHIN: Wo move the introduction of . 

.-Eadjlbito Cn© through Eight. . K *̂  

*>, MR. STAMETS: These exhibits w i l l be admitted 

CROSS EXAMINATION 

'BY MR. STAMETS: 
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Q. Mr. Martin, l e t me confirm that you said that 

some of the operators, or the operating interests, have 

already signed the agreement that provides for these well 

costs of $2398 and $319, i s that correct? 

A. Yes, s i r . 

Q And you anticipate that a l l w i l l sign that 

with the possible exception of the people you can't locate? 

A Yes, s i r , for the uncommitted interest of 

2.148440 percent. 

MR. STAMETS: Any other questions f or the 

witness? He may be excused. 

Anything further i n th i s case? 

HR, KELLAHIN: Ho, s i r . 

MR. STAMETS: We'll take the case under 

advisement..' • 

MR. KELLAHIN: Thank you.. 

(Hearing; concluded.)-' 
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REPORTER'S CERTIFICATE 

I , STEPHANIE XANTHULL, A Court Reporter, DO HEREBY 

CERTIFY that the foregoing and attached Transcript of 

Hearing before the Oil Conservation Division was reported 

by me; that the said transcript i s a f u l l , true, and correct 

record of the hearing, prepared by rne to the best of my 

s k i l l ; a b i l i t y , and knowledge, from my notes taken at the 

time of the, hearing. 

Stephanie Xanthull, C.S.R. 

Ydo hereby ccriiry.-rriiuhs fcr^otn, ' 
•„,• ,v, ,-,: .->T •;>,• o-c .•.•:<,::inr;s !•> 

Examined 
Oil Conservation.' Division 

W 
\ . 
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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
State Land Office Building 

Santa Fe, New Mexico 
31 January 1979 

EXAMINER HEARING 

IN THE MATTER OF: 

Applicat i o n of HNG O i l Company f o r 
compulsory pooling, Eddy County, New 
Mexico. 

BEFORE: Richard L. Stamets 

CASE 
6431 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the O i l Conservation 
D i v i s i o n : 

For the Aoolicant: 

Lynn Teschendorf, Esq. 
Legal Counsel f o r the D i v i s i o n 
State Land Office Bldg. 
Santa Fe, New Mexico 87503 

W. Thomas Kellahin, Esq. 
KELLAHIN & KELLAHIN 
500 Don Gaspar 
Santa Fe, New Mexico 87301 
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I N D E X 

RAYMOND PARKER 

Direct Examination by .Mr. Kellahin 

J. STEWART MARTIN 

Direct Examination by Mr. Kellahin 

. Cross Examination by Mr. Stamets 

E X H I B I T S 

Applicant E x h i b i t One, Pla t 

Applicant E x h i b i t Two, L i s t 

Applicant E x h i b i t Three, L e t t e r 

Applicant E x h i b i t Four, A f f i d a v i t 

Applicant E x h i b i t Five, A f f i d a v i t 

Applicant E x h i b i t ' S i x , p l a t ; 

Applicant Exhibit:, SevenAFE • . 

Applicant'Exhibit Eight, Operating'agreement 

7 

11 
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MR. STAMETS: Vie'11 c a l l now Case Number 

6431. 

MS .•TESCHENDORF: Case 6431. Application of 

HNG O i l Company f o r compulsory pooling, Eddy County, New 

Mexico. 

MR. KELLAHIN: I'm Tom Kellahin of Kellahin 

and K e l l a h i n , Santa Fe. New Mexico, appearing on behalf of 

the Applicant, and I have two witnesses t o b° sworn. 

MR. STAMETS: Any other appearances? Have 

the witnesses stand and be sworn, please. 

. (Witnesses sworn.) 

RAYMOND PARKER 

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

hi s oath, t e s t i f i e d as fo l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: " ' 

Q."" Would.you please state your name and occu-

.nation? • • • •: , : . • ' -

, A. My name's Raymond Parker. '. I'm a consultant 

', f o r HNG O i l Company i n land matters. 

QL Mr. Parker, have, you previously t e s t i f i e d 

before the O i l Conservation D i v i s i o n i n your capacity as 

a land man i n other, cases? , , 
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A. Yes, s i r . 

MR. KELLAHIN:. We tender Mr. Parker as an 

expert. 

MR. STAMETS: The witness i s considered 

q u a l i f i e d . 

QL (Mr. Kellahin continuing.) Mr. Parker, have 

,you made a study of and are you f a m i l i a r w i t h the land 

s i t u a t i o n concerned i n t h i s application? 

A. Yes. s i r , I have. 

QL Would you r e f e r t o what I've marked as 

Ex h i b i t Number One and i d e n t i f v that? 

A This i s a p l a t of the north h a l f of Section 

35, Township 23 South., Range 28 East, Eddy County, New 

Mexico. 

The acreage colored i r i yellow represents 

leasehold i n t e r e s t s owned by HNG O i l Company. The orange, 

leasehold i n t e r e s t owned b y . P h i l l i p s Petroleum; the blue 

leasehold by.Jack'E. Russell and'Associates; the areen and 

the pink are owners of minerals th a t we have been unable 

to locate. 

Q. Do you have an approximation as to how many 

•acre's are uncommitted t o the unit? 

A There's a t o t a l of 6.875 mineral acres t h a t • 

are uncommitted t o what we propose to poolin the north, half.. 

Q. . That's indicated on Exhibit Number Two? 
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A. That's t r u e . 

0. Would you describe the information contained 

on E x h i b i t Two f o r us? 

A The f i r s t item shows a mineral i n t e r e s t of 

1.875 acres out of a 5-acre t r a c t , which shows on the p l a t , 

E x h i b i t One, as Tract 664. 15/24ths of t h a t p a r t i c u l a r 

t r a c t are owned as a leasehold bv P h i l l i p s Petroleum. The 

remaininc i n t e r e s t i s owned by the h e i r s of Albert Larson 

and Olaf Inrude, l a s t known address Caldwell, Kansas. 

ft With regard to tha t i n t e r e s t , Mr. Parker, 

what i f anything have you done or directed to be done i n 

contacting those people? 

A . We've engaged a man named Tom Burton i n 

Wichita, Kansas, t o attempt t o locate these l o s t people. 

He has contacted several people. Attached as our e x h i b i t s 

are the two a f f i d a v i t s . 

o As of t h i s date, t h a t acreage i s s t i l l un

committed t o you? 

A That's t r u e . 

ft A l l r i g h t . Now, you have a 5-acre t r a c t t h a t 

i n the name of the heirs of Bert Schurr, S-C-H-U-R-R. 

A That's r i g h t . 

'ft . . Let me show you what we've marked as Exh i b i t 

Number, Three and w i l l you describe your e f f o r t s t o contact 

those heirs? 
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li. This i s the l e t t e r , my l e t t e r — or IING's 

l e t t e r , my signature, addressed to Mr. Robert E. Coleman 

of Midland, Texas. .»lr. Coleman v i s i t e d me i n my o f f i c e 

about ten days ago, advised me t h a t he has located c e r t a i n 

heirs of 3ert Schurr, using the process of acquiring o i l 

and gas leases covering t h i s outstanding i n t e r e s t . 

.1 have not seen the o i l and gas lease; he 

does not have i t i n hand. I wrote t h i s l e t t e r for the ex

press purpose of i n v i t i n g him i f he has a v a l i d o i l and gas 

lease t o j o i n us i n the d r i l l i n g of our w e l l or to farmout 

on the basis o u t l i n e d i n t h i s l e t t e r . 

0- That l e t t e r does ind i c a t e a paragraph ad

v i s i n g the Bert Schurr h e i r s , through Mr. Coleman, of t h i s 

p a r t i c u l a r case here? 

ft. Yes. 

Q. Would you. r e f e r t o E x h i b i t Number Four and 

i d e n t i f y i t ? * 

A E x h i b i t Number Four i s an a f f i d a v i t of Tom 

Burton of Wichita, Kansas, as t o his attempts t o locate 

Mr. A l f r e d Larson. 

Q. I n summary he's not been able t o do so. 

A I n summary he's contacted a lawyer t h a t at 

one time represented the Larson people but he i s very aged 

in.a nursing.home and i s unable to.correspond. 

Q. I have separately as E x h i b i t Five what ap-
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pears t o be the same a f f i d a v i t . Are those two a f f i d a v i t s 

the same? 

A The a f f i d a v i t i s by the same a f f i a n t , and 

one covering the Inrude people and one the Larson people. 

0. Okay. 

MR. KELLAHIN: I have no f u r t h e r questions 

of Mr. Parker. 

MR. STAMETS: Are there any other questions 

of the witness? He may be excused. 

J. STEWART MARTIN 

being c a l l e d as a witness and having been duly sworn upon 

h i s oath, t e s t i f i e d as fo l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

g. Would you please state your name and occu

pation? 

A J. Stewart Martin. I'm Vice President of 

Exploration f o r HNG O i l Company, Midland, Texas. 

Q. Mr. Martin, have you previously t-es*-ified 

before the O i l Conservation Division? 

A Yes, s i r . 

(X I n what capacity? 

A As a geologist.'• 
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Q. Have you made a study of and are you f a m i l i a r 

w i t h the geological facts'surrounding t h i s p a r t i c u l a r 

application? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Martin as an 

ex^eri-. 

M". Ŝ AM̂ TS- Th« wi+-ne<=s i s considered 

q u a l i f i e d . 

0. (Mr. Kellahin continuing.)- Would you r e f e r 

t o what we've marked as Exhi b i t Number Six and i d e n t i f y +-ha+-' 

A. Yes. s i r . This i s a nla+ of +-he =>re* sh<->wi~g 

a 1 ! e r r a n t ^ r i U i ^ g w°ll= an* completed wells. 

Currentlv we are d r i l l i n g a w e l l and I be

l i e v e the l o c a t i o n i s 2310 from the west l i n e and 660 from 

the north l i n e of Section 35. Township ?3 ;South, Range 28 

East, Eddy County, New Mexico, c a l l e d our Williams Com 35' 

No. 1. 

Q. The Williams Com 35 No. 1 i s the w e l l t h a t 

w i l l be dedicated t o t h i s north h a l f p r o r a t i o n unit? 

A Yes, s i r . 

Q. Would you please' r e f e r t o Exhibit Number 

Seven and i d e n t i f y i t ? 

A .This i s an AFE of HNG O i l Company on the 

subject w e l l . . The completed w e l l cost i s $1,329,746; dry . 

hole, $1,019,051.. 

••SK'./'iff 
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0- What i s the t o t a l depth of the we l l , Mr. — 

A. 13,400 feet Morrow test. 

0. In your opinion are the anticipated well 

costs fo r th i s part icular well consistent with other Morrow 

wells; ' d r i l l ed i n Eddy County? 

A This, i n th is local area, are a l i t t l e 

sfoer, about 20 percent higher than the wells that we have 

stown i n Malaga about 3 miles to the south, because 

of 8±e Baî n pressure aoncs that have been encountered i n 

wells Iswwsdlafcely to- the north. 

<p, ©a yont have a .recommendation to the Examiner 

'wisSs to & penalty to be assessed against the non-

A, , y®s» s i r , 200 pea-cent. 

;- $ -®ss «Ssse $0 yws b&s*s that recommendation? 

& ' . MsM,„ pr imari ly &«ca«sflr of, the e r ra t i c nature 

@ff 3tesrff®w. USae we l l to-tine' sossth i n Section 2 on the 

psiewSows ^Saif. I s a ©©IVceffwusrcIail. ve i l , - tlm Ph i l l i p s Jtelaga 

38®. f,e*s f^steciff lf a mk 3Llks.it fee-e @f gas per 

•ffl®®sl&'a@|i s (CtsHBsJaiEi-ws pjredoctioffli ®.£ 34<®-imilMc?» feet of 

gas.. festi <s wall, t® tfo§ north, titer®'s a w«-1li i n Sec-si on 

23-is SLl?© ease, faaki itess sn A&®Hi<s £AB£, »®& t&e ©nly other 

- ..<a>£ Sfecttifflo 26'. ' 

V--" T?S*.M ar« two ftorrow. cotRplotlowsi wi th in th is . 
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area, one i n Section 22 i n the southwest quarter, the Amoco 

No. 1 Brantley, and the Maddox 1-27 Pardue Farms i n the east 

h a l f of Section 27. These other wells encountered Morrow 

Sands but have not run any production t e s t s on them. 

ft Would you r e f e r to Exhibit Number Eight and 

i d e n t i f y i t ? 

A i t ' s part of our operating agreement that the 

land department has prepared f o r the north h a l f of Section 

35. 

ft As p a r t of t h a t operating agreement what has 

been agreed t o by the working i n t e r e s t owners for overhead 

charges or cost f o r supervision while d r i l l i n g and a f t e r 

completion o l the well?. 

A The d r i l l i n g w e l l r a t e i s $2398 and a pro

ducing w e l l r a t e , $319. 

ft In your opinion would that be a f a i r sum t o 

charge against the nonconsenting owners i n t h i s case? 

y e s » s i r , i t ' s e s s e n t i a l l y the same as several 

operating agreements we have i n the township t o the south. 

ft Who are the operators t h a t w i l l sign t h i s 

agreement, Mr. Martin? " • ' 

A I t ' s HNG o i l Company. P h i l l i p s Petroleum. 

Jack Russell, e t a l , are the three t h a t have signed the 

operating agreement. 

ft And HNG desires t o be designated the operator? 
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Yes, s i r . 

What percentage of the u n i t do they control? 

At t h i s point 60.935, .935 percent. 

I note that your operating agreement also 

has a method by which the f i x e d rates are adjusted on an 

annual basis, on the 1st of A p r i l of each year. 

A Yes, s i r . 

ft I n your opinion would t h a t be an appropriate 

a d d i t i o n a l paragraph t o add t o t h i s p a r t i c u l a r order to be 

applied against the nonconsenting parties? 

A Yes, s i r . 

ft And.were Exhibits Six, Seven, and Eight pre

pared by you u i compiled under your d i r e c t i o n and super

vision? 

A- ' They were compiled under, my supervision. ; 

ft. In your opinion, Mr. Martin, w i l l approval 

of t h i s application prevent waste and protect correlative 

rights?. 

A Yes, s i r . 

MR. KELLAHIN: We move the i n t r o d u c t i o n of 

Exhib i t s One through. Eight. 

MR. STAMETS: These e x h i b i t s w i l l be admitted 

CROSS EXAMINATION 

BY MR. STAMETS: 

•-SRI 

''/Mi 

•l-'X'i': 
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Q. Mr. Martin, l e t me confirm that you said t h a t 

some of the operators, or the operating i n t e r e s t s , have 

already signed the agreement that provides f o r these w e l l 

costs of $2398 and $319, i s that correct? 

A Yes, s i r . 

& And you an t i c i p a t e t h a t a l l w i l l sign t h a t 

w i t h the possible exception of the people you can't locate? 

• A. Yes, s i r , f o r the uncommitted i n t e r e s t of 

2.148440 percent. 

MR. -STAMETS: Any other questions f or the . 

witness? He may be excused. 

Anything f u r t h e r i n t h i s case? 

- ; ' , • ' . MR. KELLAHIN: No, s i r . 

MR. STAMETS: We'll take the case under 

advisement. 

. MR.jKELLAHIN:' Thank vou., 

(Hearing concluded.) . ; • 
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REPORTER'S CERTIFICATE 

1, STEPHANIE XANTHULL, A Court Reporter, DO HERESY 

CERTIFY.that the foregoing and attached Transcript of 

Hearing before the O i l Conservation Division was reported 

by ne; t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and correct 

record of the hearing, prepared by me t o the best of my 

s k i l l , a b i l i t y , and knowledge, from my notes taken at the 

time of the hearing. 

Stephanie Xanthull, CS.?.. 
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