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MR. STAMETS: We'll c a l l next Case 7865. 

MR. PEARCE: That case.'.is'..on ...the a p p l i 

c a t i o n of J u l i a n Ard f o r a non-standard p r o r a t i o n u n i t or, i n 

the a l t e r n a t i v e , compulsory p o o l i n g , Chaves County, New Mexicc 

MR. STAMETS: The testimony i n t h i s 

case had been p r e v i o u s l y presented and the case has been r e 

adve r t i s e d . 

Does anyone have anything f u r t h e r t o 

present at t h i s time i n this: Case Number 7865? 

There being nothing, the case w i l l be 

taken under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R. , DO ni!RE3Y CERTIFY that 

the foregoing Transcript of Hearing before the Oil Conserva

tion Division vas reported by nsc; that the said transcript 

i s a f u l l , true, and correct record of the hearing, prepared 

by mc to the best of my ab i l i ty . 

f Qo hereby cenuy that fh.e foregofnq is 
a corrrle* re-ord ofthe proceedings in 

1 : s " c " - , n e r faring of Case Mo. 
necrd by r*S on -C/«= 1 

Oil Conservation Div^Ig^ 
Examiner 
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MR. STOGNER: C a l l next Case Number 

7865. 

MR. MILLS: A p p l i c a t i o n of J u l i a n 

Ard f o r a nonstandard p r o r a t i o n u n i t , or i n the a l t e r n a t i v e , 

compulsory p o o l i n g , Chaves County, New Mexico. 

• MR. PADI-LL'A: Mr. Examiner — go 

ahead. ,' • 

MR. MILLS: This case w i l l be r e -

not i c e d because of an e r r o r i n d e s c r i b i n g the s e c t i o n under 

con s i d e r a t i o n ; however, we're going t o consider the case t h i s 

morning because the a p p l i c a n t i s here, t r a v e l e d a distance, 

and i s represented. 

I f there are any .^problems, obviously, 

ahdr.itwis p r o t e s t e d , there w i l l be an o p p o r t u n i t y f o r anybody 

i n o p p o s i t i o n t o have a f u l l hearing i n the f u t u r e . 

MR. PADILLA: Mr. Examiner, I'm 

Ernest L. P a d i l l a of Santa Fe, New Mexico. I have one witness 

to be sworn. 

(Witness sworn.) 

WILLIAM J. LEMAY, 

being c a l l e d as a witness and being duly sworn upon h i s oath, 

t e s t i f i e d as f o l l o w s , to--wit: 



DIRECT EXAMINATION 

BY MR. PADILLA: 

Q. Mr. Lemay, f o r the record would you please 

s t a t e your name and where you reside? 

fl. , W i l l i a m J. Lemay. I'm an independent pet

roleum g e o l o g i s t ' i n Santa Fe,. New Mexico. 

Q. • What i s your connection w i t h the a p p l i c a n t 

i n t h i s case? 

fl. At the request of the a p p l i c a n t I have made 

a study of the area, a g e o l o g i c a l study, t o determine p e r t i 

nent f a c t o r s i n v o lved i n Case Number 7865. 

Q. Can you t e l l us what the purpose of t h i s 

case i s today? 

fl. The purpose of the case i s t o show t h a t the 

w e l l d r i l l e d by Mr. Ard i n the southeast quarter of Section 

Four i s a very marginal gas w e l l and would d r a i n not more than 

160 acres, which i s requested by the a p p l i c a t i o n . 

Or, i n the a l t e r n a t i v e , t o grant a 320-

acre standard p r o r a t i o n u n i t and force p'ool the 40 acres 

which i s the northwest quarter of the northeast quarter of 

Section 4. 

The w e l l was d r i l l e d not a n t i c i p a t i n g gas 

when i t was i n i t i a l l y staked and d r i l l e d . 



MR. MILLS: Mr. P a d i l l a , can we j u s t 

back up a minute and have — and q u a l i f y the witness as an 

expert at t h i s time before we continue f u r t h e r ? 

MR. PADILLA: I was going t o ask t h a t 

h i s q u a l i f i c a t i o n s be accepted. 

MR. MILLS: Okay, I d i d n ' t know i f 

you were or not. I assumed you might but I d i d n ' t want him 

t o keep t e s t i f y i n g before t h a t was'done, j u s t i n case there 

would be any problems. 

Q. ' Have you p r e v i o u s l y t e s t i f i e d before the 

O i l Conservation D i v i s i o n and had your c r e d e n t i a l s accepted 

as a matter of record? 

fl. Yes, I have. 

MR. PADILLA: Are h i s q u a l i f i c a t i o n s 

acceptable, Mr. Examiner? 

MR. STOGNER: They are. 

MR, MILLS: Thank you. 

Q. I t h i n k you've already s t a t e d a l i t t l e b i t 

of the background of what the — the w e l l was o r i g i n a l l y 

staked as an o i l l o c a t i o n , i s t h a t correct? 

fl. That i s c o r r e c t . 

Q. That would be under 40-acre spacing? 

fl. Yes, t h a t i s c o r r e c t . 

Q. What formations were t e s t e d under t h a t o i l 



t e s t ? 

fl. The t e s t w e l l went t o Granite Wash and the 

f i r s t completion was attempted i n what i s gene r a l l y r e f e r r e d 

t o as the Montoya formation. Other people r e f e r t o t h i s as 

the Pre-Mississippian limestone or dolomite. I t i s i n south

east New Mexico predominantly a n o i l r e s e r v o i r . 

Q. Going on t o what has been marked — have 

you prepared c e r t a i n e x h i b i t s f o r i n t r o d u c t i o n today? 

fl. I have. 

Q. Going on t o what has been marked as E x h i b i t 

Number One, can you t e l l us what t h a t i s and what i t contains? 

fl. ' E x h i b i t Number One i s a land p l a t of the 

subject area showing surrounding w e l l s , acreage ownership, and 

the nonstandard 16 0-acre p r o r a t i o n u n i t , which i s requested 

by the a p p l i c a n t , along w i t h what would be a normal standard 

320^-acre gas p r o r a t i o n u n i t . 

0- C a n y ° u t e l l us what -— i s that' the one 

t h a t i s depicted i n blue? 

fl. Yes. The orange shown would d e p i c t the 

nonstandard p r o r a t i o n u n i t ; the blue would d e p i c t the standard 

p r o r a t i o n u n i t ; and the l o c a t i o n of the Ard w e l l , Ard No. 1 

Acme, would be a standard l o c a t i o n w i t h i n t h a t 320-acre pro

r a t i o n u n i t . 

0. 'Would i t also be a standard l o c a t i o n f o r the 



160-acre u n i t ? 

fl. I t would be under the 16 0-acre gas p r o r a t i o r 

u n i t , yes. 

Q. Going on t o what has been marked as E x h i b i t 

Number Two, can you t e l l us what t h a t i s 1 and what i t shows? 

fl. ' E x h i b i t Number Two i s a s t r u c t u r e map i n 

the subject area, showing the s t r u c t u r a l a t t i t u d e on top of 

the M i s s i s s i p p i a n limestone, which i s a deep s t r u c t u r a l marker 

i n the area. Also, t h a t map shows the l o c a t i o n of the ARd 

No. 1 Acme Well and the other Atoka gas w e l l s producing i n 

the subject area, being an Atoka gas w e l l i n Section 13 and 

one i n Section 23, which i s barely shown on the map. 

Now, these w e l l s are approximately three 

miles south and east of the subject w e l l . 

You w i l l note a s t r u c t u r a l nosing, a strong 

s t r u c t u r a l nose, extending from the subject area southeast 

t o encompass these two producing Atoka gas w e l l s . 

Q. Do you have anything f u r t h e r on E x h i b i t 

Number Two, Mr. Lemay? 

fl. No, except t o say t h a t experience has shown 

i n t h i s general area t h a t s t r u c t u r e i s not normally the con

t r o l l i n g f a c t o r i n gas accumulation i n the Pennsylvanian; 

t h a t accumulations are normally s t r a t i g r a p h i c . That's not t o 

say t h a t • t h a t t h i s nose and other s t r u c t u r a l i n fluences 



may not be a f a c t o r i n gas entrapment; however, i n general, 

Pennsylvanian gas i s — has more s t r a t i g r a p h i c c o n t r o l l i n g 

f a c t o r s than s t r u c t u r a l . 

Q. Going on t o what you have marked as E x h i b i t 

Number Three, can you t e l l us what t h a t i s and what i t shows? 

A. E x h i b i t Number Three i s a p o r t i o n of the 

compensated neutron density l o g from the subject w e l l , showing 

the attempted completions i n both the Montoya and M i s s i s s i p 

pian s e c t i o n s , .and the completion i n t e r v a l i n the Atoka. 

As p r e v i o u s l y mentioned, the w e l l was i n i 

t i a l l y d r i l l e d as an o i l t e s t t o the Montoya and p o r o s i t y 

was encountered at approximately 66 35. This i s where the — 

the limestone becomes d o l o m i t i c and c a r r i e s very high poro

s i t i e s . 

The i n t e r v a l was from approximately 6646 t o 

54, was p e r f o r a t e d . I t i s the top of the good p o r o s i t y i n 

the Montoya.*-. and t e s t e d 26 b a r r e l s of water per hour, plus 

250,000 cubic f e e t of gas a f t e r a c i d i z i n g w i t h 500 g a l l o n s , 

and. numerous other t e s t s , the w e l l flowed 18 b a r r e l s of water 

per hour plus 130,000 cubic f e e t of gas.. I say numerous 

t e s t s because t h i s happened over a period of about a week and 

they would shut'the w e l l i n , develop some tu b i n g pressure, 

and then the gas would flow f o r awhile but then the water 

would come and Eventually" sliut-the. well., of E... 



So the t e s t s w i t h i n the MOntoya i n t e r v a l 

were a l l water and gas, but the water was —- was q u i t e strong, 

large volumes of i t , and the gas was never reported over 

250,000 cubic f e e t . ' 

A f t e r t h i s w e l l proved t o be non — t h i s 

zone proved t o be noncommercial, the operator came back t o 

the top of the M i s s i s s i p p a i n , where they — where he p e r f o r 

ated two i n t e r v a l s from 6394 t o 6400, and from 6424 t o 34. 

These i n t e r v a l s - were t r e a t e d together by a c i d i z i n g w i t h 500 

gallons of a c i d and both zones together flowed less than 

100,000 cubic f e e t of gas per day. This'was, of course, a f t e i 

a bridge plug was. set at 6590 t o i s o l a t e the lower zone. 

A f t e r t h i s zone showed i t s e l f t o be noncom

me r c i a l , the operator set a bridge plug at 6360 and perforated 

the c u r r e n t producing i n t e r v a l w i t h i n the Atoka formation, 

being from 6268 t o 6275, w i t h e i g h t shots. The w e l l was 

acidized w i t h 500 g a l l o n s , r e - a c i d i z e d w i t h 2400 g a l l o n s , and 

a 4-point t e s t showed the w e l l t o have a c a l c u l a t e d absolute 

open flo w of 141,000 cubic- f e e t of gas per day, a very weak 

w e l l . This i s from a sandstone i n t e r v a l w i t h i n the Atoka. 

0. Mr. Lemay, thet-well i s pre s e n t l y completed, 

though, as a gas w e l l , i s t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

g. And t h a t requires under cur r e n t spacing r e -
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g u l a t i o n s 380 ~ or 320 acres t o be dedicated t o the w e l l . 

'A. Within the Perms l y v a n i an i n t e r v a l , which 

the Atoka i s p a r t o f , the standard p r o r a t i o n u n i t i s 320 acres-, 

yes, s i r . 

Q. Therefor, the O i l Conservation D i v i s i o n r e 

quires a hearing - p r i o r t o completion of the gas w e l l o r i g i n 

a l l y — or proposed as an o i l t e s t . 

A. . That i s c o r r e c t . The w i l d c a t was staked, 

I mean the w e l l was s.taked as a w i l d c a t , but the main o b j e c t i v e 

was an o i l zone. 

MR, PADILLA: Mr. Examiner, we have 

logs f o r the w e l l . I f you would care t o have these logs we 

could also submit those as e x h i b i t s i n a d d i t i o n t o a copy of 

the l o g . 

MR. STOGNER: I would l i k e t o , yes, 

s i r , please, since you have them here. 

MR. PADILLA: We haven't marked 

these as e x h i b i t s , but w e ' l l mark these as E x h i b i t Number Six 

l a t e r on, 

MR. STOGNER: A l l r i g h t . 

Q. Mr. Lemay, going on t o what has been marked 

as E x h i b i t Number Four, can you t e l l us what t h a t i s ? 

A. E x h i b i t Number Four i s a copy of the C-105, 

completion form, as f i l e d w i t h the New Mexico O i l Conservatior 
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D i v i s i o n . I t shows the pe r f o r a t e d i n t e r v a l s t h a t are — were 

marked on E x h i b i t Number Three, and the r e s u l t s from those 

i n t e r v a l s are — were given on E x h i b i t Number Three. I t also 

shows t h a t the w e l l i s c u r r e n t l y shut i n awaiting a gas market 

or gas c o n t r a c t . There i s no — no p i p e l i n e r i g h t i n the 

area, high pressure l i n e , c e r t a i n l y ; there i s none of those i n 

the immediate*area,' and i t also shows the completion t e s t of 

the w e l l or the c a l c u l a t e d absolute open flo w of 141 MCFGPD. 

Q. What does E x h i b i t Number Five show? 

A. E x h i b i t Number Five i s the m u l t i p o i n t pres

sure t e s t taken on the Atoka zone of the subject w e l l , the 

C-122 form, from which the c a l c u l a t e d absolute open flow was 

obtained. The data i n d i c a t e s a low p e r m e a b i l i t y r e s e r v o i r 

and w i t h very, very weak d e l i v e r a b i l i t y . 

Q. Mr. Lemay, based upon — can you — or based 

upon these e x h i b i t s t h a t you have t e s t i f i e d about today, can 

you give us an estimate or an op i n i o n as t o whether'or not 

the w e l l can adequately d r a i n 160 acres? 

A. -Yes. Mr. Examiner, the w e l l i s " c e r t a i n l y 

a weak w e l l , as i n d i c a t e d by the pressure data and the calcu

l a t e d open flow p o t e n t i a l . Although there has been no pro

ducing h i s t o r y connected w i t h t h i s w e l l , and c e r t a i n l y not a 

l o t of producing h i s t o r y at a l l w i t h the Atoka i n the area, 

l o g c h a r a c t e r i s t i c s i n d i c a t e t h a t i t ' s r e l a t i v e l y t i g h t . I t ' s 
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i t a narrow zone, a sandstone zone. 

I n general, these t i g h t Atoka sands do not 

d r a i n a very large area because they have low p e r m e a b i l i t y . 

Therefor i t would be my estimate t h a t — t h a t the w e l l would 

d r a i n , probably, no more than 16 0 acres, and probably some

t h i n g -- something less than t h a t f i g u r e . 

I n t a l k i n g w i t h the operator, I understand 

t h a t he's having a hard time g e t t i n g a gas hookup f o r the 

w e l l because of the weak.status of the w e l l , and t h a t the 

only conversations he's had w i t h any purchaser was w i t h Mapco, 

who, again t h i s i s hearsay, they haven't. signed a c o n t r a c t , 

i t ' s a low pressure l i n e crossing t h i s Section 7 or Section 9 

from the White Creek Ranch F i e l d , p a r t of a gathering system.' 

They t a l k e d i n the range of $2.00; t h a t ' s 

verbal conversation, i t ' s not anything t h a t ' s been o f f e r e d , 

which i s c e r t a i n l y q u i t e a b i t less than the 107 p r i c e , which 

i s the top p r i c e t h a t could be gotten f o r high q u a l i t y gas i n 

the area. 

This area has been c l a s s i f i e d as a t i g h t 

r e s e r v o i r , the Atoka s e c t i o n has, so i t would q u a l i f y f o r 107 

p r i c e j which c u r r e n t l y i s approximately $5.35 per thousand. 

The low d e l i v e r a b i l i t y of the w e l l i s — i s 

a b i g f a c t o r i n Mr. Ard t r y i n g t o get some k i n d of a c o n t r a c t 

w i t h a low pressure l i n e so i t would have some d e l i v e r a b i l i t y 
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i n t o t h a t l i n e . 

Q. Going back t o E x h i b i t Number One, Mr. Lemay, 

can you t e l l us which — as f a r as the compulsory p o o l i n g 

p o r t i o n of the case, which t r a c t has not consented t o the 

d r i l l i n g of the well? 

A. • I t ' s my understanding t h a t Mr. Dale Nichols, 

who owns the northwest quarter of the northeast quarter of 

Section 4, d i d not consent t o the d r i l l i n g of the w e l l , and 

again, i t i s my understanding from t a l k i n g w i t h the operator, 

t h a t he has no —' no' i n t e r e s t i n j o i n i n g the w e l l . 

Q. Can you elaborate the lack of i n t e r e s t on 

t h a t , as t o why he doesn't want t o j o i n ? 

A. Well, I ' t h i n k , considering the very marginal 

nature of the w e l l , the t o t a l cost of the w e l l t o date, and 

I t h i n k a l l the b i l l s have been submitted and paid by t h i s 

time, t o t a l cost t o date i s $441,587.35, and i t would take a 

f a i r amount of gas, e s p e c i a l l y at $2.00 a thousand, t o pay 

t h a t k i n d of w e l l out. 

So i t ' s extremely marginal and Mr. Nichols 

i s j u s t e x e r c i s i n g a business judgment i n not wanting t o be 

a working i n t e r e s t partner and pay f o r h i s p r o p o r t i o n of t h a t 

w e l l on a 320-acre gas p r o r a t i o n u n i t . 

Q. Can you t e l l us what the — going back t o , 

say, before the w e l l was d r i l l i n g , can you t e l l us something 
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about what the — and r e a l i z i n g t h a t the w e l l has already beer 

d r i l l e d , can you t e l l us what you t h i n k the r i s k penalty 

f a c t o r would have been p r i o r t o d r i l l i n g the well? 

fl. Well, I ' d say i t was a w i l d c a t w e l l , and 

c e r t a i n l y any w e l l t h a t ' s a w i l d c a t , w i t h the dry holes around 

i t t o the n o r t h , and i n f a c t i n a l l d i r e c t i o n s , c l o s e s t pro

ductio n being.at l e a s t three miles, away from the Atoka reser

v o i r t h a t b a s i c a l l y has very l i t t l e production h i s t o r y , I 

t h i n k I would c e r t a i n l y estimate•that t o be — the penalty 

f a c t o r would be the highest allowed by the governing body, i n 

t h i s case the O i l Conservation D i v i s i o n . 

That's a judgmental f a c t o r , but i t would 

c e r t a i n l y appear t o me t h a t the w e l l would be as r i s k y as any 

other w e l l t h a t could be contemplated. 

0. Do you t h i n k t h a t the w e l l w i l l pay out? 

fl. Again, i t would be a c a l c u l a t e d guess, or 

a guesstimate, G-U-E-S-T-I-M-A-T-E, i n my opinion t h i s w e l l 

would not pay out. 

Q. Can you give us an opinion as t o what the 

r i s k f a c t o r should be?' 

fl. I would c e r t a i n l y recommend the 200 percent 

r i s k f a c t o r , which i s the highest allowed by Commission r e 

gul a t i o n s . 

Q. Do you have an estimate as t o what the over 
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head charges should be f o r a producing well? 

A. Yes. I would estimate a f a i r charge would 

be $3500 per month f o r a d r i l l i n g w e l l and a f i x e d overhead 

charge of $350 per month f o r a producing w e l l . 

Q. And J u l i a n Ard i s c u r r e n t l y producing the 

w e l l and desires t o continue being the operator of the w e l l 

under a compulsory poo l i n g order, i s t h a t correct? 

A. Well, he's not • producing the w e l l t o date, 

but he i s the operator of record, and t h e r e f o r , he would be, 

of course, the l o g i c a l one t o — t o continue t o be the oper

ato r of record, and i f and when the w e l l gets on production, 

he would be the operator, yes. 

MR. PADILLA: Mr. Examiner, I have 

nothing -- no f u r t h e r questions of the witness. 

We ask t h a t E x h i b i t s One through 

Six be admitted i n t o evidence and pass the witness. 

MR. STOGNER: E x h i b i t s One through 

Six w i l l be admitted i n evidence. 

CROSS EXAMINATION 

BY MR. STOGNER: 

0. Mr. Lemay, you said t h a t t h i s w e l l was i n 

a t i g h t formation area. 

A. That i s c o r r e c t . 
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2 Q. What — do you know what t i g h t formation 

3 number or what our case number was t h a t approved that? 

4 A. Mr. Examiner, I don't. I do know t h a t the 

5 Atoka formation was given t i g h t formation s t a t u s , or a t l e a s t 

6 recommended by the O i l Conservation D i v i s i o n f o r t i g h t forma-

7 t i o n s t a t u s . 

8 I don't — I'm not sure whether the time 

9 l i m i t has taken i t s course and FERC;has o f f i c i a l l y designated 

10 t h i s as t i g h t formation.or not. I don't have the case number. 

11 & Do you know i f t h i s w e l l has been applied 

12 f o r 107 c l a s s i f i c a t i o n ? 

13 A. That. I don't know. I t h i n k ' i t would almost 

14 be academic because of the low producing.'nature of not only 

15 the w e l l but the lack of any i n t e r e s t , gas market i n t e r e s t , 

16 on t h i s w e l l . 

17 Q. Although i t i s producing or when you get a 

18 l i n e hooked up to i t w i l l be producing out of the t i g h t f o r 

19 mation area. 

20 A. ces. 

21 0. Or formation, r a t h e r . 

22 A. Right. 

23 & You stat e d i n the testimony t h a t the nearest 

24 Atoka producer was about three miles away. I s i t on t h i s 

25 map or •-— 
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A. Barely. The E x h i b i t Number Two is. a s t r u c 

t u r e map showing not only the M i s s i s s i p p i a n s t r u c t u r e but 

the — those w e l l s t h a t ar.ex-;producing gas or are capable of 

producing gas from the Atoka formation. There are two w e l l s , 

one of which being i n Section 13 of 8,' 27; the other i n Sec

t i o n 23, which you can j u s t b arely see on the very bottom 

righthand corner of the map. 

Q. Are they both w i l d c a t w e l l s or are they i n 

a pool? 

fl. Ii'-m. not' sure, Mr. Examiner. They were com

pl e t e d from an i n t e r v a l t h a t appeared t o be the same i n t e r v a l 

g e nerally the Atoka i n t e r v a l , and I — I t h i n k they are p a r t 

of a poo l , but b a s i c a l l y my study d i d not go i n t o t h a t pool. 

Q. Do you — maybe my next question w i l l be 

a r b i t r a r y , then. Do you know what the p r o r a t i o n u n i t dedi

cated t o those w e l l s was? 

fl. I'm assuming 320's because of the age of 

the r e s e r v o i r and the f a c t t h a t the w e l l s had not been d r i l l e d 

on 160's; they appear t o be on 320 spacing. 

Q. Do you know i f there are any w e l l s producing 

from the Atoka t o the n o r t h of t h i s area? 

fl. Mr. Examiner, I do not. There i s the Hay

stack F i e l d , which produces from the Atoka, and i t would be 

s l i g h t l y n o r t h of t h i s . I t h i n k i t ' s i n Township 6 South and 
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I don't have a r e g i o n a l map t o give you the 

exact l o c a t i o n . That p a r t i c u l a r Haystack F i e l d , although 

i t ' s Cisco production, appears t o be predominantly c o n t r o l l e d 

by s t r u c t u r e , where the down d i p w e l l s make q u i t e a b i t of 

water. 

I n f a c t , many of the w e l l s have been pluggec. 

out i n t h e r e , s t r u c t u r a l accumulation. 

MR. STOGNER: I have'no f u r t h e r ques

t i o n s of Mr. Lemay. 

I s there any f u r t h e r questions of t h i s 

witness? I f not, he w i l l be excused today; however, since 

t h i s ease w i l l be re a d v e r t i s e d and continued t o the May 25th 

Examiner hearing, i n which case i f there i s anybody con

t e s t i n g the case, then'they may do so at t h a t time and I ' d 

l i k e you t o appear again at t h a t time. I may have some ques-
i 

t i o n s , t o o , i f t h a t ' s no problem. 

Does anybody else have anything t o come 

before Case Number 7865 today? 

I f not, Case Number 7865 w i l l be — wi.i;. 

remain open pending the May 2 5th Examiner hearing. 

MR. PADILLA: Thank you, Mr. Examiner. 

(Hearing concluded.) 
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