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MR. NUTTER: We w i l l c a l l Case 36 83. 

MR. HATCH: Case 36 83, application of Gulf O i l 

Corporation f o r a un i t agreement, Lea County, New Mexico. 

MR. NUTTER: Do you want the two cases consolidated? 

MR. KASTLER: Yes, I would l i k e the two cases 

cons o l i date d. 

MR. NUTTER: We w i l l also c a l l Case Number 36 84. 

MR. HATCH: Case 36 84, application of Gulf O i l 

Corporation f o r a waterflood project, Lea County, New Mexico. 

MR. NUTTER: For purpose of testimony, we w i l l 

consolidate Case 36 83 with Case 36 84. 

MR. KASTLER: This i s a composite Exhibit Number 1. 

I t i s a booklet that contains 1-A through 1-G and some other 

texts or j u s t p l a i n statements. I t w i l l be t e s t i f i e d to as 

w e l l , but I think i f we j u s t stamp t h i s and have you label 

i t there — 

(Whereupon, Applicant's 
Exhibit Number 1 was marked 
for i d e n t i f i c a t i o n . ) 

MR. KASTLER: Our two witnesses i n t h i s case w i l l 

be Mr. Lonnie C. Smith and Mr. Bates Boles, both of whom 

I would l i k e to have sworn at t h i s time. 

(Witnesses sworn.) 
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LONNIE C. SMITH, called as a witness on behalf of the 

Applicant, having been f i r s t duly sworn, was examined and 

t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. KASTLER: 

Q Mr. Smith, w i l l you please state your name, your 

address, f o r whom you work and i n what capacity. 

A My name i s Lonnie C. Smith, I l i v e at Roswell, New 

Mexico, where I work as a Petroleum Engineer for Gulf O i l 

Corporation i n the Reservoir Engineering Department. 

Q Have you previously appeared as a witness f o r 

Gulf O i l Corporation and been q u a l i f i e d to t e s t i f y before the 

Oi l Conservation Commission Hearing Examiner? 

A Yes, i n 1960. 

MR. KASTLER: Are the w i t n e s s ' s q u a l i f i c a t i o n s 

s a t i s f a c t o r y ? 

MR. NUTTER: They are . 

Q (By Mr. K a s t l e r ) Would you b r i e f l y o u t l i n e the 

purpose o f t h i s hearing? 

A Gu l f as the l a r g e s t i n t e r e s t owner and the r e spec t ive 

u n i t o p e r a t o r , seeks approval t o i n s t a l l a w a t e r f l o o d p r o j e c t 

i n a p o r t i o n o f the L a n g l i e - M a t t i x f i e l d i n Lea County, New 

Mexico i n o rde r t o i n j e c t water i n t o the Queen and lower 
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one hundred feet of the Seven Rivers formations for the 

purpose of recovering o i l reserves which would otherwise 

be l e f t i n the reservoir. 

Q Mr. Smith, w i l l you more s p e c i f i c a l l y describe the 

location of the proposed project and give the number of 

wells and t o t a l acreage involved? 

A Referring to Exhibit Number 1, and s p e c i f i c a l l y to 1-A 

i n Exhibit. Number 1, t h i s i s a lease p l a t showing the outlined 

unit area i n Sections, portions of Sections 2, 3, 10, 11 of 

Township 25 South, Range 37 East i n Lea County, New Mexico. 

This location i s approximately three miles northeast 

of J a l , New Mexico. The q u a l i f y i n g u n i t area, as shown i n 

Exhibit 1-D, t h i s i s a larger p l a t showing the outlined u n i t 

area with a nonqualified, or an unqualifying t r a c t , so I w i l l 

be t a l k i n g s p e c i f i c a l l y about the q u a l i f i e d u n i t area. I t 

contains 960.17 acres and twenty-four Langlie Mattix o i l wells, 

of which nineteen wells are presently producing. 

And you can see i n , i t i s shown on Exhibit 1-A, the 

f i r s t p l a t , there are several other wells w i t h i n the unit 

boundary along the east portion of the u n i t . These are a l l 

wells completed i n deeper horizons, many of them are dual 

completions, but none of them are completed i n the Langlie 

Mattix o i l and we don't expect them to i n t e r f e r e with the 
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u n i t operations i n any way. 

Q I n other words, they are j u s t other operations i n 

t h i s u n i t area? 

A Yes. 

Q But they are not w i t h i n the framework of the proposed 

unit? 

A That i s true. 

Q Are there currently any other waterflood projects 

operating i n t h i s pool? 

A Yes, there are several other projects i n operation 

i n t h i s pool. The nearest project i s the Woolworth-Langlie 

Mattix u n i t , operated by Amerada, which i s approximately one 

mile to the northwest of t h i s proposed u n i t . And there 

are two other projects on the north boundary of the Langlie 

Mattix-Woolworth Unit which are co-operative ventures by 

Shell and George L. Buckles, so there are several other projects 

under operation or planned farther to the north. 

Q So, t h i s i s a proposed u n i t i z a t i o n of only a portion 

of the pool? 

A That i s tr u e . 

Q How about border, or lease l i n e agreements? Have 

they been negotiated and entered into? 

A Yes, lease l i n e agreements are presently i n process 
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of formulation, but they have not been consummated as yet. 

This i s s p e c i f i c a l l y with George L. Buckles to the west and 

to the south of our u n i t . 

Q To the west and to the south you say? 

A Yes. 

Q W i l l there be need fo r lease l i n e agreements on 

the west i n Section 9 shown i n Exhibit 1-D, or i s that part 

of the Buckles area? 

A No, s i r , I don't believe there i s any Langlie Mattix 

production o f f s e t t i n g i n that area. 

Q Do you know i f these three nearest waterflood projects 

operating i n the Langlie Mattix Pool have responded to water 

injection? 

A Yes, a l l three of these projects have shown favorable 

response to water i n j e c t i o n i n the Langlie Mattix Pool. 

Q You previously stated that the purpose of tha Langlie 

Mattix Unit waterflood project would be to i n j e c t water i n t o 

the Langlie Mattix Pool which consists of the Queen and the 

lower one hundred, feet of the Seven Rivers formations. W i l l 

you t e l l us more about t h i s reservoir? 

A Referring to Exhibit 1-B, which i s a t y p i c a l w e l l 

log and comes from a well w i t h i n the u n i t area, I have noted 

on t h i s log the top of the proposed uniti z e d i n t e r v a l and the 
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bot tom o f the proposed u n i t i z e d i n t e r v a l and we t h i n k t h i s 

shows the c h a r a c t e r i s t i c p r o d u c t i v e sand s t r i n g as i t 

appears i n the Queen f o r m a t i o n . 

The average depth o f these producing sands i n the 

proposed u n i t i s about 3200 f e e t . The es t imated average 

net pay i s considered t o be twen ty - th ree f e e t . The r e s e r v o i r 

rock cons i s t s o f a do lomi te i n the lower p o r t i o n o f the 

Seven Rivers f o r m a t i o n , hav ing very f i n e c r y s t a l i n e a n h y d r i t i c 

anhydride in te rbedded w i t h very f i n d g r a i n sandstone. 

The Queen f o r m a t i o n sand members can be descr ibed 

as very f i n e g r a i n sandstone, s l i g h t l y a n h y d r i t i c w i t h some 

s i l t y shale p a r t i n g s . 

Q You mean a n h y d r i t i c ? 

A A n h y d r i t i c , s o r r y about t h a t . E x h i b i t 1-C i s a 

subsurface s t r u c t u r e map contoured on top o f the Queen 

f o r m a t i o n . The subsurface fo rmat ions w i t h i n the u n i t l i e 

on the west f l a n k o f a no r thwes t , southeast t r e n d i n g a n t i c l i n e , 

which i s on the west f l a n k o f the c e n t r a l bas in p l a t f o r m and 

there i s a monoc l ina l d ip o f approximate ly two hundred f e e t 

per m i l e i n a west , southwest d i r e c t i o n w i t h i n the u n i t area. 

The es t imated g a s - o i l con tac t i s p r e s e n t l y assumed 

t o be a t one hundred f i f t y f e e t Sub-sea; w h i l e the o i l - w a t e r 

c o n t a c t , the w a t e r - o i l con tac t i s b e l i e v e d t o be a t three 

hundred f i f t y f e e t Sub-sea. 
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Wells on the western edge o f the u n i t have the 

lowest s t r u c t u r a l p o s i t i o n and o i l p r o d u c t i o n has come f rom 

the lower Seven Rivers f o r m a t i o n i n t h i s area. 

Wells on the eas te rn edge o f the u n i t have the 

h ighes t s t r u c t u r a l p o s i t i o n and produce f rom the lower p o r t i o n 

o f the Queen. These c o n d i t i o n s e x i s t due t o the wedging out 

o f the sands u p - d i p , v a r y i n g development o f p o r o s i t y and 

p e r m e a b i l i t y w i t h the e f f e c t o f the g a s - o i l and w a t e r - o i l 

c o n t a c t . The average p o r o s i t y i n the u n i t area has been 

es t imated t o be 15.51 per cent ; w h i l e the average p e r m e a b i l i t y 

o f ne t pay i s e s t imated a t 3.02 m i l l o d a r c i e s . 

Q This data t h a t you are t e s t i f y i n g t o can be f u r t h e r 

based upon o r i g i n a l logs t h a t are on f i l e w i t h the O i l 

Conservat ion Commission, i s t h a t co r rec t ? 

A There are very few logs a v a i l a b l e i n t h i s area. I t 

was developed i n the e a r l y , l a t e 30's and there are — yes, 

we d i d submit w i t h our a p p l i c a t i o n the th ree logs t h a t we 

have a v a i l a b l e i n the u n i t area. 

Q And have you made core analyses t o determine p o r o s i t y 

and p e r m e a b i l i t y ? 

A These p o r o s i t i e s and p e r m e a b i l i t i e s were determined 

f rom core ana lys i s o f a w e l l t h a t was cored i n the Amerada's 
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Woolworth U n i t t o the northwest of us. There are no cores 

i n the Langlie M a t t i x w e l l s w i t h i n t h i s u n i t area. 

Q What can you say about the primary operations i n 

t h i s area? 

A Well, as I s a i d , the f i r s t p r o d u c t i o n from the u n i t 

was i n the l a t e 30's, i n 19 36, and by January of 19 40, a l l 

twenty-four o f the u n i t w e l l s had been completed. The 

o r i g i n a l r e s e r v o i r pressure was 1450 PSIG at two hundred f e e t 

Sub-sea. Cumulative p r o d u c t i o n from the twenty-four producing 

w e l l s , through June o f 1967, i s 3,479,720 b a r r e l s . This i s 

an average o f 144,9 88 b a r r e l s per w e l l . 

The o i l i s being produced by s o l u t i o n gas d r i v e and 

the r e s e r v o i r i s approximately 96 per cent depleted o f i t s 

primary o i l . 

MR. NUTTER: On t h a t cumulative production t h a t you 

gave through June, i s t h a t from the q u a l i f i e d leases only i n 

the u n i t ? 

THE WITNESS: That i s from the q u a l i f i e d , the twenty-

f o u r producing w e l l s . 

MR. NUTTER: O.K. Thank you. 

A The average d a i l y o i l production i s approximately 

two b a r r e l s o f o i l per day per w e l l . I t i s estimated a t o t a l 

o f 3,612,46 8 b a r r e l s o f o i l w i l l be produced through primary 
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operations. 

Q (By Mr. Kastler) This l a t e r figure i s again the 

q u a l i f i e d area — 

A That i s true. 

Q — i s that correct? I would expect i n connection 

with t h a t that the un i t agreement would actually name a 

d i f f e r e n t f i g u r e . Is that the case i n this? 

A The o r i g i n a l u n i t agreements did name a larger 

figure based on the twenty-eight w e l l u n i t , yes. 

Q But to t h i s extent, t h i s i s the t o t a l q u a l i f i e d 

cumulative primary o i l production that you anticipate? 

A True. 

Q Please o u t l i n e your plans to recover additional 

o i l i n place by waterflooding. Do you intend to p i l o t the 

area? 

A No, we do not intend to p i l o t . I f you w i l l turn to 

Exhibit 1-D; since there has been favorable response i n the 

Langlie Mattix Pool, we propose to put i n the whole project, 

complete, from the s t a r t . Exhibit 1-D shows the twenty-four-

w e l l project using an eighty-acre five-spot pattern. There 

w i l l be twelve i n j e c t i o n wells i n which we plan to put 

500 barrels per day of water i n each w e l l . I n i t i a l i n j e c t i o n 

pressure w i l l be held t o not over 1,000 PSI at the wellhead 
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on each i n j e c t i o n w e l l . The systems w i l l be designed f o r 

2,000 PSI, so at a l a t e r time, i f we need additional pressure, 

we have i t available. 

Q S p e c i f i c a l l y , how do you plan to i n j e c t water i n t o 

these twelve wells? 

A I f you w i l l r e fer t o Exhibit 1-F — I am sorry, I have 

the wrong number there. 
> 

Q 1-F? 

A Yes, 1-F. I turned to the wrong one myself. This 

1-F i s a diagrammatic sketch of a t y p i c a l proposed i n j e c t i o n 

w e l l and i t i s a sketch also of a s p e c i f i c i n j e c t i o n w e l l , the 

Skelly O i l Company State L Number 1, and along with t h i s 

we have Exhibit 1-G, which i s a tabulation of the casing 

and tubing and packer settings f o r the additional — f o r 

a l l twelve wells. A l l twelve wells, we propose to complete 

the i n j e c t i o n equipment essentially as shown i n Exhibit 1-F. 

We w i l l be i n j e c t i n g down two and three-eighths-inch 

"OD" i n t e r n a l l y plastic-coated tubing below a tension type 

packer, set approximately f i f t y feet above the casing shoe and 

i n t o the Queen and lower Seven Rivers formations through open 

holes. The casing tubing annulus w i l l be f i l l e d with corrosive 

resistant i n h i b i t e d water. 

Q W i l l there be i n t h i s manner a positive protection 

against any p o l l u s t i o n of a fresh water aquifer? 
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A True. A l l acquifers from the sufrace down to the 

t o t a l depth of the completion i n t e r v a l w i l l be protected 

by the e x i s t i n g casing strings and by maintaining t h e i r 

condition and fu r t h e r , by the loading of the tubing casing 

annulus v/ith i n h i b i t e d water, which w i l l immediately give us 

an i n d i c a t i o n of any problems. 

Q Thank you. Has the State Engineer Office been 

n o t i f i e d of the i n j e c t i o n plans of the proposed project? 

A Yes, a copy of the l e t t e r of the application to the 

Oi l Conservation Commission, containing the diagrammatic sketch, 

was sent to the State Engineer. 

Q What w i l l be the source of your i n j e c t i o n water? 

A The water w i l l be produced from the San Andres 

formation at depths ranging from 3762 feet to 494 3 feet from 

the surface. The i n j e c t i o n water w i l l come from a recompleted 

abandoned w e l l w i t h i n the u n i t area. I f you w i l l refer to 

Exhibit 1-D, 1-A, or 1-D, either one, t h i s w e l l i s Gulf's 

J. A. Stuart Number 9 located i n the northeast quarter, Unit 

A, Sections 10, 25, 37. The produced water w i l l also be 

used, but the amounts w i l l not become s i g n i f i c a n t u n t i l the 

l a t t e r stages of the project. 

MR. NUTTER: Is that the open c i r c l e with the slant 

l i n e through i t ? 
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THE WITNESS: Yes, s i r . I t i s now an abandoned 

w e l l . I t i s plugged and abandoned, bu t we can e a s i l y r e - en t e r 

t h i s w e l l . I t was d r i l l e d t o a deeper h o r i z o n o r i g i n a l l y 

and was unp roduc t ive . 

Q (By Mr. K a s t l e r ) Has G u l f made the proper a p p l i c a t i o n 

and adhered under the laws as they now stand t o appropr ia te 

the San Andres source water? 

A Yes, G u l f ' s a p p l i c a t i o n t o appropr i a t e 400-acre f e e t 

per year o f ground water f rom t h i s source has been p r o p e r l y 

a d v e r t i s e d and an a f f i d a v i t o f p u b l i c a t i o n f i l e d w i t h the 

Sta te Engineer . 

Q And no p r o t e s t s o r s u i t s o r no t i ces o f complaints 

have been known t o e x i s t , i s t h a t co r r ec t ? 

A Yes, t h a t ' s t r u e . 

Q What i s the q u a l i t y o f the San Andres water which you 

are propos ing to use? 

A The San Andres watar i s s a l i n e and we a n t i c i p a t e i n 

t h i s area t h a t the c h l o r i d e conten t w i l l be approximately 

5,000 p a r t s per m i l l i o n . 

Q W i l l t h i s water be t r e a t e d p r i o r t o i n j e c t i o n ? 

A No, no t i n i t i a l l y s ince the i n j e c t i o n equipment w i l l 

be coated. However, i f t e s t s or performance l a t e r i n d i c a t e 
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t h a t i t i s necessary, we w i l l take appropr i a t e a c t i o n . 

Q How much a d d i t i o n a l o i l do you t h i n k w i l l be r e 

covered f rom the p r o j e c t area because o f w a t e r f l o o d i n g ? 

A We es t imate t h a t 2,610,000 b a r r e l s o f a d d i t i o n a l 

o i l w i l l be recovered based on s e v e n t y - f i v e per cent o f 

the p r i m a r y . Recovery o f t h i s a d d i t i o n a l o i l w i l l increase 

the p r o d u c t i v e l i f e o f w e l l s i n the u n i t area. 

Q Do you b e l i e v e t h a t the w a t e r f l o o d i n g o f these 

p r o p e r t i e s i s i n the best i n t e r e s t o f conserva t ion and 

p r e v e n t i o n o f waste? 

A Yes. Under pr imary opera t ions on ly a sma l l p o r t i o n , 

approximate ly twenty per cent o f the o i l i n place w i l l be 

recovered . We f e e l t h a t secondary recovery opera t ions w i l l 

almost double the p r imary recovery and a t the same t i m e , 

increase the producing l i f e o f t h i s area. 

Q Was composite E x h i b i t Number 1 w i t h a l l o f i t s t e x t 

m a t e r i a l s and the E x h i b i t 1-A through 1-G a l l prepared by you 

or under your d i r e c t i o n and supe rv i s ion? 

A Tha t ' s r i g h t . 

MR. KASTLER: I would l i k e at t h i s time to move that 

Composite Exhibit 1 be admitted i n t o evidence. 

MR. NUTTER: Gulf's Exhibit 1 w i l l be admitted i n t o 

evidence. 



rn 

JI t O 

S C 

!0' 



15 

(Whereupon, Applicant's 
E x h i b i t 1 was admitted i n t o 
evidence.) 

Q (By Mr. K a s t l e r ) Did you t e s t i f y at a l l concerning 

E x h i b i t 1-E? 

A I r e f e r r e d t o i t i n the t e x t as an e x h i b i t , but i t i s 

a — I should have po i n t e d out when I po i n t e d out t h a t the 

cu r r e n t per w e l l production has an average o f two b a r r e l s per 

day, t h a t t h i s e x h i b i t i s t o s u b s t a n t i a t e t h a t f i g u r e o f two 

b a r r e l s per day o r l e s s . 

MR. KASTLER: This concludes the questions I have 

on D i r e c t Examination o f t h i s witness. 

MR. NUTTER: Are there any questions o f Mr. Smith? 

CROSS EXAMINATION 

BY MR. NUTTER: 

Q Mr. Smith, I n o t i c e i n your E x h i b i t 1-G t h a t , i t i s 

probably an e r r o r , but the t u b i n g and packer s e t t i n g p o i n t 

f o r your S t u a r t Number 5 i s below the depth o f the casing. 

That should probably be corr e c t e d t o be 32 85 p o s s i b l y , or i s 

the depth of the casing, i s t h a t i n e r r o r ? 

A I t h i n k the depth o f the casing i s c o r r e c t there 

and the packer s e t t i n g i s probably i n e r r o r . I t probably 

should be 32, but I can double check. 

Q Would you check t h a t out and l e t us know about tha t ? 
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A Yes, s i r . 

Q At any rate, your packer i s going to be set inside 

the casing, somewhere i n the. lower portion of the casing, i s n ' t 

i t ? 

A Yes, s i r . I figure approximately f i f t y feet. 

Q Approximately f i f t y feet? 

A Right. 

Q Could we agree on t h i s at t h i s time? That i n no 

event would the packer be set at more than a hundred feet 

above the shoe? 

A That i s true. I t would probably be i n the f i f t y , 

approximate f i f t y - f o o t range. That i s what I intended i n 

a l l cases. I f that assurance w i l l be adequate, then we could 

change t h i s e x h i b i t to show t h a t . 

Q Now, r e f e r r i n g t o your Exhibit Number 1-D, Mr. Smith, 

I notice two tr i a n g u l a r wells which are i d e n t i f i e d i n the 

legend as wells t o be d r i l l e d f o r i n j e c t i o n . Now, the one down 

here i n the southwest, southwest of Section 10 apparently i s 

on the Buckles and J. R. Stuart Lease, i s that correct? 

A Yes, s i r . 

Q So that won't be a part of your waterflood? 

A No, s i r . 
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Q Now, over i n Section 11 i n the southeast, northwest, 

i s that w e l l w i t h i n your un i t area? 

A Yes, s i r , we contemplate i t may be. As I said, the 

u n i t , the lease l i n e agreements haven't been consummated as 

yet. This i s what has been proposed, that we would cooperate 

on t h i s south boundary and they would d r i l l one w e l l and we 

would d r i l l the other, e i t h e r that or they w i l l be d r i l l e d 

on the lines and shared, or something to that extent. I t has 

to do with the lease l i n e agreement. 

Q Well, we can't very well d r i l l them on the l i n e because 

we have got to a t t r i b u t e the allowable f o r the wells to one-

f o r t y or the other. 

A That i s tr u e . Well, t h i s would -- one would be on 

the u n i t as shown and the other on the Buckles property. 

Q Now, that was the next thing I was going to do, would 

be to get i n t o t h i s area of allowable on here. Now, as I 

count the w e l l s , you have twelve e x i s t i n g proposed i n j e c t i o n 

wells — 

A Yes, s i r . 

Q — and there would be twelve producers, i s that 

correct? 

A Yes, s i r . 

Q On the q u a l i f i e d leases? And, then up here on the east 
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ha l f of the east h a l f of Section 3, t h i s i s a non-qualifying 

lease and would not be part of the un i t area, so i t wouldn't 

share i n the un i t allowable, i s t h i s correct? 

A That i s true . 

Q So i n other words, we have twenty-four ex i s t i n g wells 

i n the proposed u n i t and then one of the i n j e c t i o n wells 

would be d r i l l e d and i t would be the second w e l l on a f o r t y 

I presume? 

A Yes, that's tr u e . 

Q So i t would earn another t h i r d o f an a l l o w a b l e . So, 

we would have t w e n t y - f o u r f o r t y - a c r e t r a c t s earn ing an 

a l lowab le p lus a t h i r d o f an a l lowab le f o r a second w e l l on 

a f o r t y . 

A I t h i n k t h a t i s t r u e . We would ask f o r the a l lowab le 

on t h a t o f course when we made a p p l i c a t i o n f o r d r i l l i n g t h a t 

w e l l , a d d i t i o n a l a l l owab le f o r t h a t w e l l . 

Q And i t w i l l be a l l r i g h t i n our i n i t i a l l e t t e r t o 

r e s t r i c t the a l lowab le t o the t w e n t y - f o u r w e l l s t h a t are 

e x i s t i n g ? 

A Yes, s i r , t h a t i s what we had — 

Q Now, the re i s a d i f f e r e n c e i n the ownership o f t h i s 

u n q u a l i f i e d t r a c t . On E x h i b i t 1-C i t i s i d e n t i f i e d as Texaco 

and on E x h i b i t 1-D i t i s i d e n t i f i e d as Buckles . I presume 
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that Buckles i s now the owner? 

A Buckles i s now the owner. 

Q What w i l l be the disposition of the produced water 

i n t h i s waterflood, Mr. Smith? 

A The disposition of the produced water, I don't — 

Q What w i l l you do, recycle produced water? 

A Yes, s i r , at a l a t e r time whenever we have adequate 

volume of course. There i s not very much water production 

from the u n i t area at t h i s time. I think i t i s i n the neigh

borhood of 1500 barrels per month, and of course we w i l l , since 

we are pu t t i n g i n a complete project, we w i l l probably go 

ahead and put i n recycle lines to begin w i t h , and so, we 

w i l l be able to take care of any water, but we w i l l keep 

i n j e c t i o n — produced water i n j e c t i o n w i l l be at a minumum 

of course, due to the nature that there i s n ' t any yet. 

Q You are aware tha t the Commission Order Number 3221 

provides that produced water i n waterflood projects w i l l 

not be disposed of i n p i t s a f t e r the 1st of 196 8? 

A Yes, s i r . 

Q So produced water here would be, e i t h e r r e i n j e c t e d 

as p a r t o f the w a t e r f l o o d o r disposed o f i n some o the r 

s a t i s f a c t o r y means? 

A Yes, s i r . 

MR. NUTTER: Are the re a n y f u r t h e r quest ions o f 
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Mr. Smith? He may be excused. 

(Witness excused.) 

MR. NUTTER: Your next witness, Mr. Kastler? 

MR. KASTLER: Mr. Boles. Mr. Boles' exhibits w i l l 

consist of three copies of the u n i t agreement and three 

copies of the u n i t operating agreement, which are not 

executed copies, but upon completion of signing up the 

instruments, we w i l l furnish t h i s . 

(Whereupon, Applicant's 
Exhibits 2 and 3 were 
marked fo r i d e n t i f i c a t i o n ) 

BATES BOLES, called as a witness on behalf of the Applicant, 

having been f i r s t duly sworn, was examined and t e s t i f i e d as 

follows: 

DIRECT EXAMINATION 

BY MR. KASTLER: 

Q Please state your name and your t i t l e , by whom 

you are employed and i n what capacity. 

A Bates Boles, D i s t r i c t C l e r i c a l Superviser, Gulf O i l 

Corporation, Roswell, New Mexico. 

MR. NUTTER: How do you s p e l l your l a s t name, Mr. 

Boles? 

THE WITNESS: B-o-l-e-s. 

Q (By Mr. Kastler) Have you previously been q u a l i f i e d 
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as a witness i n previous waterflood projects i n u n i t cases? 

A Yes, s i r . 

Q Are you f a m i l i a r with the Stuart Langlie Mattix 

u n i t agreement, the exhibits and status of working i n t e r e s t 

owners and the royalty i n t e r e s t owners and the status of 

t h e i r r a t i f i c a t i o n s and joinder of t h i s agreement? 

A Yes. 

Q W i l l you give the status of the working i n t e r e s t 

owners' executions? 

A Based on secondary phase p a r t i c i p a t i o n , approximately 

eighty-eight per cent of the working i n t e r e s t owners have 

signed r a t i f i c a t i o n s . Mark W. Whitted, administrator of the 

estate of Janice F. Fleming, deceased, i n t r a c t f i v e and 

Texaco Incorporated, now Buckles, i n t r a c t three are the 

two unsigned working i n t e r e s t s . Buckles has refused to sign 

and therefore t r a c t three w i l l not q u a l i f y f o r inclusion i n 

the u n i t . 

MR. NUTTER: Where i s t r a c t f i v e , Mr. Boles? 

THE WITNESS: Exhibit A of the u n i t agreement 

designates that i t i s i n Section 2. 

MR. NUTTER: Oh, i t i s i n the Richmond d r i l l i n g — 

THE WITNESS: Yes, the Richmond d r i l l i n g and programming 





22 

t r a c t , yes, the southwest quarter of Section 2. 

MR. NUTTER: Have they indicated that they won't 

join? 

THE WITNESS: No, s i r . I called them l a s t week 

i n Denver, t h i s lawyer i s i n Denver and, of course, they 

have a legal f i r m representing them and the lawyer t o l d 

me that i f he could ever get the administrator i n the o f f i c e 

that they would sign, but he hasn't been able to get him 

i n as of yet. 

Q (By Mr. Kastler) There i s no question about the 

propriety of the u n i t , the fairness of the p a r t i c i p a t i n g 

formula or anything l i k e that raised by the Whitted — 

A No, s i r . 

Q — Janice Fleming interest? 

A I asked him i f he had any questions and he said that 

at that time they did not have any. I t was merely getting 

the executors i n t o the o f f i c e . 

Q And I understand that the i n t e r e s t involved w i t h i n 

t r a c t f i v e i s s t i l l i n s u f f i c i e n t to cause that t r a c t not 

to be committed to the u n i t , i s that correct? 

A That i s tr u e . I t i s twelve — 

Q You are r e f e r r i n g now to Exhibit B which i s a 

schedule attached to the u n i t agreement, which i s our, f o r 

t h i s case, Exhibit Number 2? 
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A This i s a twelve and a h a l f per cent i n t e r e s t i n 

t r a c t f i v e , w h i c h , i n secondary phase, p a r t i c i p a t i o n f o r the 

whole u n i t would amount t o 1.1881 per cen t . 

MR. NUTTER: That i s the on ly p o r t i o n o f t r a c t f i v e 

t h a t h a s n ' t executed the agreement, i s t h a t co r r ec t ? 

THE WITNESS: Tha t ' s r i g h t . 

Q (By Mr. K a s t l e r ) W i l l you please g ive the s t a tus o f 

the r o y a l t y owners s igned up? 

A Based on secondary phase p a r t i c i p a t i o n , approximately 

t h i r t y per cent o f the u n i t area i s fee l ands , f o r t y per cent 

f e d e r a l lands and t h i r t y per cent s t a t e l ands . Approximately 

n i n e t y - e i g h t per cent o f the r o y a l t y ownership and fee lands 

have s igned . I f we consider the s t a t e and f e d e r a l r o y a l t y as 

be ing signed,, approximate ly n i n e t y - e i g h t per cent o f the 

r o y a l t y ownership has r a t i f i e d the agreement. 

Q Has the S t u a r t L a n g l i e M a t t i x u n i t agreement been 

d r a f t e d a f t e r va r ious p r e l i m i n a r y d r a f t s and approvals o f 

the work ing i n t e r e s t owners and leasees invo lved? 

A Yes. The opera tors formed a committee and h e l d a 

meeting and d r a f t e d the ins t ruments t c the s a t i s f a c t i o n o f 

a l l leasees . 

Q Except f o r Texaco and t h a t t r a c t i s now owned by 

Buckles , i s t h a t co r rec t ? 
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A That i s c o r r e c t . 

Q Have ins t ruments been submi t ted t o the U n i t D i v i s i o n 

o f the Sta te Land O f f i c e f o r i t s p r e l i m i n a r y approval? 

A Yes, on March 3 1 , 1966. 

Q And has t h a t p r e l i m i n a r y approval been granted? 

A I d o n ' t b e l i e v e we have a — 

MR. KASTLER: O f f the r e c o r d . 

(Whereupon, an o f f - t h e - r e c o r d 
d i scuss ion was h e l d . ) 

MR. KASTLER: Back on the r e c o r d . I d o n ' t t h i n k we 

have a very s a t i s f a c t o r y answer t o t h a t . 

Q To the best o f your knowledge, has any d i sapprova l 

o r o b j e c t i o n s been rendered by the State Land O f f i c e ? 

A No, we have no d i s a p p r o v a l . 

Q Has the u n i t agreement been examined and approved by 

the U. S. G e o l o g i c a l Survey, bo th through i t s Roswell and 

Washington o f f i c e s ? 

A Yes, the a c t i n g d i r e c t o r o f the U.S.G.S. gave t h i s 

u n i t area p r e l i m i n a r y approval by a l e t t e r dated December 16, 

1966. 

Q Does the u n i t agreement p rov ide f o r the expansion 

o f the u n i t area? 

A Yes, s u b j e c t t o approvals o f the D i r e c t o r , o f the 

Land Commissioner and the Commission. 
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Q Does the u n i t agreement provide f o r a selection of 

a successor u n i t operator i n the event of the resignation or 

removal of the operator, so as to insure a continuous responsible 

operation? 

A Yes, the successor operator s h a l l be selected by three 

or more working i n t e r e s t owners having s i x t y per cent or more 

of the voting i n t e r e s t , subject to approval of the Land 

Commissioner and f i l e d with the supervisor. 

Q What i s the basis of a l l o c a t i o n of both the primary 

and the secondary o i l as shown i n the u n i t agreement of Exhibit 

2? 

A The u n i t agreement provides for a s p l i t formula, which 

resulted from negotiations i n the operators committee and 

which has been approved by the commissioner and d i r e c t o r . 

S p e c i f i c a l l y , the a l l o c a t i o n of the remaining primary o i l to 

both working i n t e r e s t owners and royalty owners i s based upon 

the r a t i o of the t o t a l income inclusive of gas production from 

each such t r a c t to the t o t a l income inclusive of gas production 

from a l l such t r a c t s during the period July 1, 196 4 to 

January 1, 1965. Secondary p a r t i c i p a t i o n s h a l l be equal to 

ninety.per cent of the r a t i o of the t o t a l cumulative o i l 

production from each such t r a c t to the cumulative o i l 
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production from a l l such t r a c t s , both as of January 1, 1965, 

and ten per cent of the r a t i o of the surface acres contained 

i n each such t r a c t t o the number of surface acres contained 

i n a l l such t r a c t s . 

MR. NUTTER: Off the record a minute. 

(Whereupon, an o f f - t h e -
record discussion was held.) 

MR. NUTTER: Back on the record. 

Q (By Mr. Kastler) Well, you have t e s t i f i e d as to what 

the formula f o r a l l o c a t i n g the primary o i l i s . Have you 

also t e s t i f i e d as to the formula f o r secondary allocation? 

A Yes. 

Q What does the u n i t agreement provide i n regard to 

nonjoinders and subsequent joinders? 

A For joinders a f t e r the e f f e c t i v e date a working i n 

terest owner must obtain the approval of the other working 

i n t e r e s t owners, the di r e c t o r or commissioner. Subsequent com

mittment of a royalty owner i s subject to the consent of the 

working i n t e r e s t owner, who i s the leasee of the t r a c t involved. 

Q Does the u n i t operating agreement, as w e l l , provide 

for f a i r and agreed-upon operating p r i n c i p l e s , to insure that 

the dependable operation of t h i s as a waterflood unit? 

A Yes. 
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Q I n your opinion do the u n i t and unit operating 

agreements provide f o r the prevention of waste and the 

protection of cor r e l a t i v e r i g h t s i n a l l respects? 

A Yes. 

Q I s t ime an impor t an t f a c t o r i n v o l v i n g the approval 

o f t h i s u n i t agreement and i f so, why? 

A Yes, the u n i t agreement c a l l s f o r an e f f e c t i v e date 

on o r b e f o r e January 1 , 196 8. 

Q I understand t h a t t h a t t ime can be extended by 

agreement o f e i g h t y - f i v e per cent o f the work ing i n t e r e s t 

owners, bu t we hope t o avo id t h a t , i s t h a t the s ta tus? 

A That i s t r u e . We hope t o make i t e f f e c t i v e on 

January 1 and avo id the e x t r a work i n v o l v e d i n extending 

the u n i t . 

Q Are E x h i b i t s 2 and 3 compared and t r u e and f a i t h f u l 

r ep resen ta t ions o f the agreed-upon u n i t and u n i t o p e r a t i n g 

agreements here? 

A Yes. 

Q And when the instruments become e f f e c t i v e , w i l l 

Gulf furnish the Commission with e i t h e r a true or executed 

photocopy? 

A Yes. 

MR. KASTLER: I would l i k e at t h i s time t o move 

fo r admission of Exhibits 2 and 3 i n t o evidence and t h i s 
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concludes my questions of t h i s witness. 

MR. NUTTER: Gulf's Exhibits 2 and 3 w i l l be 

admitted i n evidence. 

(Whereupon, Applicant 1s 
Exhibits 2 and 3 were 
admitted i n evidence.) 

MR. NUTTER: Are there any questions of the witness? 

CROSS EXAMINATION 

BY MR. NUTTER: 

Q Now, Mr. Boles, on subsequent joinder you mentioned 

i t had to be approved by the working i n t e r e s t owners and by 

the d i r e c t o r or the commissioner. Now, on page nineteen 

at the end of Section 31 , doesn't i t provide that the joinder 

would be more or less automatic unless the Land Commissioner 

or the Director would object to i t ? 

A Well, that i s true, but I believe, i t says here tha t , 

" I f state lands i s involved --

Q Now, whereabouts are you? 

A Let's see, j u s t a second. Well, r i g h t — ju s t 

above Section 22 there. 

Q 32? 

MR. KASTLER: 32. 

A Section 32, excuse me. 

Q O.K. Now, that provides that I f i t i s state land, 
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the joinder has to be approved by the State Land Commissioner? 

A Yes. 

Q What about now, i n the event that Federal lands would 

join? Does the Director have to approve that — 

A No, s i r , we had — 

Q — and then the Land Commissioner could object? 

A Well, no. On Federal lands, of course we f i l e i t 

and then i f we get no objections from the Director or tha 

Land Commissioner, i t i s automatic w i t h i n s i x t y days. 

Q But i n the event of subsequent joinder by Federal 

lands, of Federal lands, the State Land Commissioner has the 

r i g h t to object w i t h i n t h i s s i x t y day period — 

A That i s r i g h t , w i t h i n s i x t y days. 

Q — i n accordance with the second to the l a s t 

provision there i n that paragraph? 

A That i s true. 

Q But on State lands i t must be approved by the Land 

Commissioner and also the s i x t y day waiting period f o r objection 

by the Director would apply? 

A That i s true. 

MR. NUTTER: Are they any other questions? The 

witness may be excused. 

(Witness excused.) 
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MR. NUTTER: Do you have anything f u r t h e r t o o f f e r 

i n the case, Mr. K a s t l e r , e i t h e r on or o f f the record? 

MR. KASTLER: No. 

MR. NUTTER: I f there i s nothing f u r t h e r — does 

anyone have anything they wish t o o f f e r i n Case 36 83 or 84? 

MR. HATCH: I have a l e t t e r from George L. Buckles 

Company addressed t o the New Mexico O i l Conservation Commission 

under date o f October 31st, 196 7. 

"Gentlemen: I t i s our understanding t h a t the Commis

sion i s h o l d i n g a hearing on November 8th, 196 7, t o consider Gulf 

O i l Corporation's a p p l i c a t i o n t o conduct a w a t e r f l o o d development 

on t h e i r S t u a r t U n i t i n the Langlie M a t t i x F i e l d o f Lea County, 

New Mexico. 

As an o f f s e t operator, we have no o b j e c t i o n t o Gulf's 

a p p l i c a t i o n . We plan t o cooperate w i t h Gulf i n t h i s development 

and w i l l request a hearing f o r our own w a t e r f l o o d a p p l i c a t i o n 

as soon as c u r r e n t engineering studies are completed. Signed 

George L. Buckles." 

MR. NUTTER: Thank you. I s there anything else t o 

be o f f e r e d i n Case 3683 or 84? I f not, we w i l l take the cases 

under advisement. . 
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STATE OF NEW MEXICO ) 
) ss. 

COUNTY OP BERNALILLO ) 

I , JERRY M. POTTS, Court Reporter, do hereby 

c e r t i f y that the foregoing and attached transcript of 

proceedings before the New Mexico Oil Conservation Commission 

Examiner at Santa Pe, New Mexico, i s a true and correct record 

to the best of my knowledge, s k i l l and a b i l i t y . 

IN WITNESS WHEREOF I have affixed my hand an notarial 

seal this _y .-\\ day of December, 1967. 

ta/ry Publ i ( / -
2 * / 

Nota/ry Publi$/- Court Reporter 

/ • 
My Commission Expires: 

July 10, 1970 

I tto ton*? fmtftf tfe*t mm tcmtteuvi is 

efca »K&fi^«r &flttrta| «^Ga#» ^^CS^S*^ 

***** *n w ^^ifjeL „ v Cy 
• Ssafcaî i 
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