' CASE 2459: Application of mug OHIO
OIL CO. for 160-acre spacing for the
v LEA-DEVONIAN POOL -~ LEA COUNTY.‘
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TRANSCRIPY OF HEARING

MRe PORTER: The next ¢asa on the docket is Cage 2118,

MR. WHITFIELD: 1In the matter of the application of
The Ohio 011 Company for the establishment of 80-acre oil pro=
ration units in the Lea-Davonian Pool, Lea County, New Mexico,

dR. COUCH: Mp, Porter, and members of the Commisgsion,

MR. PORTER: cage 2118, 1 believe, refers to the
Devonian, Mp, Couch, so0 wetl] proceed with that,

MR, COUCH: 1In the presentation of 2118 we would like tg
consolidate that, then, with Case 2459, also pertaining to the

Devonian Pool.

MR. PGRTER: Ape thers any objections to counselts

motion? The cases will be consolidated, Mp, Couch, do you have

8ome exhibits to post?

MR, COUCH: No, sir, we dontt have any to post, We

have them preparsd in sufficient copies to pass them out for thos

people following the case, and sufficient for those people in the

audience to follow the case,

MR, PORTER: Weltre going to take a short break inyuly.

(Whereupon, a recess was held,)

MR. PORTER: Tha hearing wilj come to order, please.
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‘MR, COUCH: Are you ready to proceed?

MR, PORTER: Yos.

i MR. COUCH: I am Jo Qs Terrell Couch appearing for

The Ohic L1 Company in this consslidat inn of Cases 2118 and 2 o
!

The records of the Commission will reflect the annearances have

been entered in both of these casces by Atwood, Malone, our New
9 [ 4

FARMINGTON, N, M
PHONE 325.1182

Mexico counsel, verifying that 1'm associated with them in the
- presentation of this case,

I wodld like to make a nreliminary statement in connection
with this matter, 7o zo back Just a bit and realize that when th%
Ohio requested temporary 80-acre proration units for this Lea-
Devonian Pool last year the discovery well had just been com=

pleted in thke pool not rany months tefore. It was the only well

in the »ocl and the deepest oll production then or since then

in the State of New llexico.

[

The Cormission, recoznizing the significancse of ihis dise

Y-MEIER REPORTING SERVICE, Inc.

covery and the importance of the matters Iinvolved there, promptly

provided appropriate ruleg to sulde the development of the posl

i
DEARNLE

H f‘ ‘ .
we 28

oy R in its early stages and established the temporary 80-acre proratipn
B -
! W «

\" §§ units as we requested,

t <

e That order, entered under those circumstances, was to me an

: ‘\:"‘ : . N

i~£ appropriate step in the exercise of this Commissiont's statutory

?ﬁ’ duty to insure the conservation of o1l and gas in this state,

?g 3

j‘i _.;*‘,‘,‘p—wrw et e
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prevention of waste, but algo the encourapemeni ol nonwwastolul
production of oil and gas.
Vie all recognize this can be done only by nreserving to cach

ownsr, each oil and gas onsrator, his statutory right to a realis-

tic opportunity to produce his just and equiftable share of the

FARMINGTON, N, M
PHONE 325.1182

0il and gas. Inherent in the preservation of this statutory right

is the establishment of a proration unit for cach sevarate pool,

which unit must be the area that can be efficiently and esconomicall
ly drained and developed in that pool by one well,

In fixing the size of the brcration unit in each pool, the
statutes, of course, require the Cpmmiesion to consider the
economic loss caused by the drilling of unnecessary wells, the
prevention of waste and the protection of correlative rights,
prevention of reduced recovery from the drilling of too few

wells and the avoldance of adding to the risks of development

Y-MEIER REPORTING SERVICE, Inc.

. ; Eg which necessarily accompanies the drilling of an excessive number
.= o
' UL WoelisS.
f = -
. Eg :3 This language, of course, as you gentlemen realize, is &
f §; paraphrase of the statue, in many instances an actual quote from
- So
L
<* the statute, This 18 not an easy task; to properly perform it,
.\v there must be continuing reconsideration and evaluation, from time
o0 ~
- to time change in past nolicies in order to give adequate

recognition to advancement and development and changed conditions

. . . S
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within the oil and pas industry. This the Cormission and 1lts
Staff have done in the past., For example, the revision of{the rulks
on multip}e completions, the authority to commingle, the recognie.
tion &nd aoproval of automatic custody transfer, the special

consideration given in the case of water flooding operationsj two

FARMINGTON, N, ™M
PHMONE 325.1182

examples pertaining directly to this case, the first the tempor=
ary 80-acre proration unit order issued as it was on the limited
information available, and the second, the prompt addition by

this Commission on 1ts own motion of an additional depth factor in

the allowable rule to recopnize and vrovide extra allowable

for this deepest production in the state.

I feel certain that the Commission and its Staff will cone-
tinue in the future to move forward in step with scientific
knowledge and economic reality and will, where necessary, depart
from past pclicies and past reatribtions wherever the facts

Justify such action.

8n much for the past, and so much for the future, I'm

DEARNLEY-MEIER REPORTING SERVICE, Inc.

:M ié equilly certain that the Commission and its Staff will afford the
: g; gama objective to the problem facing 1t today and us todaye. g
; Eg The Case 2118 and the order issued called on the Ohlo to obtain
L 'ej | additional information concerning the Devonian Pool and to return
- 1 &t this time prepared to establish a proﬁer size of the proration ‘.
;f; unit for this pool, Ue have obtained, and are prepared to proqén*
i
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, that evidence, JTt's our canclusion that the avidance Jjuetifioa
e
. SRR and requires the establishnent of a hundred sixty~-acre ororation
units for the Lea-Devonian Fool, I belleve this Commission will
ic agres with our conclusion when the evidence is in.
i
g; Gentlemen, wc¢?tll have two witnesses in this case, Hra. Roy
g i |
JE Young and Mr, J. D. ¥heeler,
§ Eg MR, PORTER: Lott®s have both witnesses sworn at thia
« ,&( :
; g; time, please,
_' g &)
" % WA (vitnesses sworn,)
, : . % ROY M. YOUNG
| ¥ _
gf & called as a witness, having been first duly sworn, testified as
E o -
+ A follows:
L R DIRECT EXAMINATION
| ; g
| AL = BY MR, COUCH:
i i # m
: Yy §$ G Will you please state your name, by whom you are em=
P
f ‘ E% ployed, and what capacity?
f' - Eé A My name is Roy M, Young., I'm employed by the Ohio
LR,
: . E§ i% 011 Company in the capacity of & reservoir engincer.
g ° §: Q Mr, Young, have you oreviously testified before this
! 22
B - 2
- i Commission?
. B A Yes, sir, I have,
. / Q Have your qualifications as to educational training as
yd
!
; : a petroleum engineer been contained in the records of previous
%
- |
.

P P
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hearings?
A Yes, they arte
Q Mr., Youns, will you, for the record, jaentify ;curself

with respect 1O the pool in question here and your

tion with it {n Commission hearings?

“ M
-

other wells for the purposes of tak

I have continued to study all the available €

unnecessary wells.

(Whereupon, Ohio's
was rarked for id

Q Mr, Young, would you please pafer to wha

arked Ohiots mxhibit 1 in this consolidated case?

determining, in my opinion, the proper well spacing

past connoc

A Yes, sire. 1 va3 the same Roy M. Yound who.testified"in
the original nearing of Case 2118 which resulted in Comnsission
Order R~1826 winich granted temporary 80-acre gpacing and g0-acre
proration units in the Lea-Devonian Pool, 1 also restified in
case 2206 which resulted in Order R-1906, which permitted shuttin
in of cartain wells and the tranafqrr$f$ of their allowables to

wg interference tests.

ngineering

and gaological data relative to this pool for the ourposes of

g that should

be supplied to the Lea-Devonian Pool to, Oneé, prevent waste wnd
protect correlative pightsi WO, +o encourage the rapid develop~

ment of the pool and to aid in the prevention of the darilling of

Exhibit Noe 1
entific&tion,

¢t has been

Would you

®
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description of what 1t contains?

A Exhibit 1 is a map of the Lea Unit Area located in
Township 20 South, Ranges3h and 35 &ast, Lea County, Hew lexico.
The Ohio 041 Cempmany is the operator of this unit and owns

approximaetely 4L5% of the workine intcerest. The Lea Unit, on

FARMINGTON, N, M
PHONE 325-1182

Bxhibit 1, is outlined by the hashed linc. It contains approxi-
mately 2,560 acres. All the acresage in the unit s Federal
acreare excent one 160-acre tract in the Southeast portion of the

unit which bélonz;s to the 5tate.

| . Q That's actually in the Southeast corner of the unit, is
it not?-
A Yes, sir, it is,
) Q Al rigzht,. Now, I observe that you show five colored

spots on that exhibi+ in the Lea bhoundarv.
A They indicate the five unit wells which have been
completed in the Devonian, Hach well has been shown in a different

color. The purpose of this ieg to simlify the prescntation of

"4ARNLEY-MEIER REPORTING SERVICE, Inc.

some of the other axhibits, Zach well hes been assigned a separe

¥
1

D

ALBUQUERQUE, N, ™.
PHONE 243.66

ate color and will e used throushout in the exhiblts pressnted

here today.

- Q what are the five wells, what are ‘he designations in

the Commission recoxrds?

A The five wells currently producing from the Devonian
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Range 35 Ea=st,

Q That's onc on the hast side of the unit, the Sinclair
woll, and one on the West side, the Smclting well?

A Yes., Both of those were unsuccesnsful in obtaining
Devonian production,

Q Now, the symbola underncath the colors show the No, 6
to be 8 drilling well and No. 7 to be a drilling well. HNumber 7
is actuslly still drilling, is it not?

A Yes, sir, it is drilling below 12,000 feet at the

present time.

Q No., 6 has been completed as & Devonian producer, you
have testified. Will you give us the pertinent information on
that completion?

A Yes, No, 6 was comploted as a Devonian producer on
December 2, 1961. On a seven and a half hour flow teat it
‘flbwad 1165 barreis pai day on 11-6L choke.

Q Exhibit 1 shows some contour lines, Will you give us
some information about those, please?

A Yes, Exhibit 1 is contoured on top of the Devonian
structure, These contours depicted on Exhibit 1 are based on the>
original seismic contours corrected by 265 feet to reflect the

information obtained from the drilling of the seven wells.

Q The 265-foot correction was a general correctionthroug

L.

e T
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ey

— e

arc the Unit Lea ones 1, 2, L, 5 and 6, Nach onc of thesc,

except No. 6, is an oile0i) dual, dualed into the Devonian and
Bone Springs formationsg., The Devonian production in this pool
1o the deepest oil production 13 the State of New Mexico.

Q A1l those wells, except Do ¢, arc Devonian-Bone Springs
o1l producers, arc they not’

A Yes, sir, they arce

Q Wwith respect to Viell No. 6, have we requested Commis=~
sion approval of that well as a dual complationt

A Yes, sir, that was done in an Examiner lHearing on

December 11, 1961.

Q vrat dual are we requesting approval of there?

A Requesting permission to sffect the dual in the Lea~
Devonian Pool and the Lea~Pennaylvanian Gas Pool.

Q Actually asking for an approval of that dual?

A Yes, sir.

Q Now, there are ivo wells shown on Exhibit 1 which off-
get the Lea Unit. 4ll you identify those and give us the per-

tinent information about them?

A Yegs., Those are the United States Smelting Federal No. 1
located in the Southeast Quarter, Northwest Quarter of Section 11
and the Sinclair rederal Lea No. 1 located in the Southwest

Quarter, Northwest Quarter of Seetion 7, Township 20 South,
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tnage contours, was it not, Mr, Young?

3 Yngj_ai gir.

q Morely showifir the acismic reflection had indicated
this to be at a sliphtly difforent subsca depth?

A Yes, sir.

Q Is it your opinion that these contours accurately
represent configuration of the bevonian atructure in this area?

A Yas, sir, 1t is.

Q what is the area you have shown in yellow on Exhibit 1,
VMr. Young?

A The yellow area containing 2280 acres is the proposed
first revised bevonian participating area, The application fd?
| Lis participating area:hAs been approved by the Stat

Land Commissioner and is now pending approval with the United

Siatss (sclogienl Survey,

Q Have *he productive limits of the Devonian rool veen
defined?

A No, sir, thsy have not,

Q Do you have any gas-oil or water-oil contacts en-

countered in any of the present wells?

A NO, 81!‘.

Q What are the present horizontal pool limits as defined

by the Commission in the Devonian Pool?

1

s
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A They inciudd isi snst Quarter of Sectlon 11, the
west Half and the Loutheast Juarter of wnection L2
Q You also have shown on sxhibit 1 a heavy line marked

¥-X1 and some linca goinyg fron (e wells to that line, ghat does

that indicate, pleasc?
A The ¢cross gection of the Javoriian formation has bveeon

prenarcd along the linc donoted)@Xl an¢ has been prepared as

Onlots ixhibtit 2.
{whereupon, Ohio's Exhibit 2 was
marked for 1dentification,)

Q Mr. Young, in the nrevaration of Exhibit 2, what in=

formation did you use?

L
viaw

3

£
£ amma Pay

¢

A Exhibittz was prepared with the us€e ©
neutron lcgs of the five unit wells and the gamma ray electrical
log of the Sinclair Federal No. 1., These logs have been aligned
on a subsea depth of minus 10,700 feet.

Q These are all the logs, are they not, of wells completed

{nto the Devonian o’ drilled into the Devonlian

area?
A Yes.
Q A11 the electric logs?
A These are all the gamma ray logs that are avaiiable.

The United Statés Smelting Federal No. 1 was drilled into the

.__Dsxanian,_hunJuuLan_lnggsé-
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Q 1 see, And that, of course, therets no showing of tha:
on this cross section?
A No, sir, there is not.
:§ Q How are these lozs arranged on mxhibit No. 27
; §Z A They are alipned on a subsea devnth of minug 310,700 feet.
: - s Z
i « 30
‘ h§ -2 Q And they go from %West to Last across the field?
Fﬂ“ A | Yesa
=
- —~ Q From the left to the right of the exhibit?
B
51) A Yes, sir,
B %g Q After each of these wellsg above these wells on the cross
- <
SE sootion, 4o vou give the nartinent information identifying the welg?
: 83 A Yes, included in the information 1s the name of the
=3
- R well, the elevation, location and completion date.
: . X
| - Eﬂ Q Is the top of the Devonian formation indicated on this
b Exhibit 27
i ]
b
! - Eg A Yes, sir, It is shown &s & solid heavy line acioss
| B E Exhibit 2.
{ = i- A
: E§1£§ Q ‘Do you have a little thinner line also shown on that
: ' ‘§§ exhibit, what does that represent?
! ]
: - g2 ,
it A That's the top of the Woodford shale, | p
SR Q On each log you have certain symbols shown there, what |
do those represent, please?
A Indicated on each logz is the perforation or open hole

®
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producing Interval of each well,
Q “he well hoo Y has nensirated wora of  this Devonilan

Formation than any other preducing well in the field, ls this not

right?

That 18 correct,.

FARMINGTON, N, ™
PHONE 325.1182
o

18] “hat about the Jenths to which the other four unit

wells have been drilled?

I e other four unit wells were drilled to a total

deptn equal to or to a shallower depth to the bottom perforations

in No. 1. i
Q iwo of those wells being § and 6, you don't chow per-
forations on those, why not?
A Those ere open hole completions.
- Q 1 gee some red colorinz on ikxi:ivit 2. Will you please

state what that is for and what it indicates?

A The red coloring shows, in my opinion, the

the amount of the net pay encountered in each well.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

:§ Q Mr. Young, I happened to observe my copy of the exhibit
~ e =
Ef doesn't show any red coloring on ¥Well No. 5. Does yours?
g2z
— 20
it A Yes, sir.
- e
L | Q There's some there anyway? |
A.  Yes, sir, net pay of 33 feet,

Q Have you computed the average net pay encountered in
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PAGE
those five unit wells?
A Vese.
Q shat does that figure? A Fifty-five feet.

Q Is that intended to be all of the pay in the Devonian
formation in those wells?

A No, sir, this figure represents only that net pay
exactly penetrated by the drilling operations in the respective
wells,

Q Do all the wells except No. 1, in your opinion, have
some additional net pay that was not penetrated?

A Yes, sir, they do.

Q This method of completion was followed for conserva-
tion practices, was 1t not?

A Yes, sir.

| Q You didn't consider it essential to penetrate all of
the available pay in order to effectively complete the well?

A No, sir.

{(Whereupon, Ohio*s Exhibit No. 3
was marked for identification,)

Q Mr. Young, please look at Exhibit 3., This is entitled
the "Production History Graph, Lea Devonian Pool, Lea County,

New Mexico®, Mr, Young, will you'tell us briefly what is shown

on Exhibit No. 37
A Yes, sir. Exhibit No. 3 is a production history greph -

~

s , )

Nﬁ;’
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of the Lea-Devonian Pool, It shows the monthly oil »roduction,
the cuirulative oll productlon, Lhe numsber of wells and some bottom
hole pressuie data, /A3 of Hovember lst, 1961 four wells were

producing fra: the Lea-Uevonian locl, ‘Ghe cunulative production

of those four wells was 335,446 barrels,

FARMINGTON, N, M
PHONE 325.1:182

Q The bottom hole presgsure information i3 nlotted on this
Exhibit 3, Can you t8ll us what bottom hole pressures those are?

A The bottom hole pressurses plotted on ixhibit 3 are the
bottom hole pressures of the individual wells and shows only the
initial and most recent bottom hole pressure that have been neas-
ured in the individual wells, Additional bottom hole pressure

2 and L will be given in a later exhibit,

data for weils 1, nd 4
Q And there¥s no additional bottom hole pressure data on
No. § except whatts shown here?
A That is correct,

Q Before we get through, ali the bottom hole pressure datal

A YGS, sir,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

Q What is the significance of the pressure data as shown

PHONE 243.6691

on Exhibit 3 in your opinion?
e A The pressure data shown shows that the Lea-Devonian has
not exveriencad any appreciable pressure decline,

Q This is after production of over 300,000 barrels of o0il?

~

~ 4

Lo ' ' “Y.JP

. . iy
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AGE 17
A That ias correct, ]
Q Do you have an opinion as to why there has been no
svpreciable pressure deciine in this pool?
h In my ovinion the resson there has been no appraeciable

pressure decline ig that the Lea-bevonian, like most other
Devonian Pools in Southeast Hew Mexico, has an excellent water

drive,

Q Does that lead you to any conclusion with respect to
drainage in this pool?

A Yes, sir. Therefore, it 1s my opinion that effective
and efficlent drainage will occur from wide areas within the
gtructure shown in Exhibit 1,

Q Now, the pressure in No. 5, the second pressure taken
there and the initial pressure, seem to be lower than the pres-
sﬁres in those other wells, Do you have an opinion as to why
that situation exists?

A Yeas, ai Well No. 5 {8 on the eastern part of the
pool, The eastern vart of the pool is sealed by & faultj there-
fore, it's my opinion that the water drive active upon the Lea=
D;vonian Pool is moving in from the West and North. The move~

ment of this water into the reservoir creates a pressure gradient,

Therefore, we would expect a pressure gradieat from West to East

across the Devonlan pay.

—

~ 4

)




§ PAGE 18
o Q Would this result, or would you expect that the nrese
gure in the well near that sealin,; fault would Le lower Or hipgherx
than tho other well?
- L A [ would cxpect it o Lo lowel.
- ‘
. 5o : : R . iy - ‘
; 5y Q@ $o that that informatlion on well lo. 5 as shown on
' 3 é
7 | manibit 3 is reasonable, in your opinion?
A Yes, sir.
Q And would be expected in a reservoir of this kind?
|
- A Yes, 8ix.

(:hereupon, Ohlo?s Exhiblt Noe &
was marked for 1dentifications)

Q Would you please look at Exhibit 47 MNr. Young,yplease

sdentify Exhibit 4. L

A £xhibit 4 is & COFY of the coregraph through une

Devonian section in Well Ho. 2.

Q The Commission has, in its prior orders, requested that

we obtain core data, did they not?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

§ ) A Yes, sir.
% Iz
| - ;Z Q And we, of course, wanted that information for our=
o~
_ i | selves?
it ,
A Yes, sir.

Q ‘The core analysis from Ko, 2 shows certain {nformation

about that well. will you tell us what information it shows?

A !es,‘this core analysis shows that well No., 2 has 81
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feat of net pay with the porosity of 5.49% and a permeabllity

of 47.8 millidarcys.

Q Is this the only coring that has bveen done in this fleld

A 1t?s the only coring that has been done in the Devonian
Pool.

Mile PORTER: What was that porosity {igure you gavé?

A 5.49%.

MR. PORTER: Thank you.

Q@ (By Mr. Couch) Now, the Commission Order R-1826,
authorizing temporary 80-acre proration units for this vool, also
required that interference tests be taken before the permanent rul
were-authorized, is that right, Mr. Young?

A Yes, sir, it did..

Q Were thase tests conducted?

A Yes, sir. They were begun in April, 1961 following the

Commission order permitting the shut-in of wells and transferring

their allowable.
Q Now, in April, 196i, when No.2 and 4 had been completed

did you have any indication at that time wilth regard to the like=
lihood of declines in resérvoir pressure in thils pool?

A Yes, sir. It became apparent at that time that no
messurable vressure decline had been experienced to that date,

Q tht was your thought aocout the possibility of pressure

S
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and interference voating with ¢he gtronf; wate? dpive’

Lath the aLyond walelr drive &8 indicatedb the chancos \

!

were alin of ouiaining any suhsmaﬂtial pressur? dravwdown jn @

!N
zé shut»in well dguring an inuarference Lesle
. 0
z o
o M
B gy Q 205 what did yov concludo Lo do in offecting Lo ohtain
B g ig ;
E N information?
| T
| 7 %3 A Insbead of making & aingle 1ong yerm conventional LeBly
- Y
= the interference Lestb Were deaigned Lo determine whether the
5 -‘
- 175 apall oressure changes expucted from transient Qor unsteady state
%% flow would recurs This basically consists of accurately measur=
[
r.
Ea tny the early potton hole prosaure pehavior of £lowing and ghut=1i
-
- = wells after the entire resorvoir nas veen shutin gnd then re-
-
peating the procedure.
=
Ea cxnibit 5o ar
=
L}
b
=
o
z
=4
< i
-8
SRt

ALauoulﬁc
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were nlaced in ¥ells 1 and 2,
¢ How, Fr.e Touni, you mentfoned dn eosoncetlon with Sxhibiy
1 that certain color coding would be followeds Is thiag where you

are now beginning to llow 1t 58 well as on the ncoductlion

history granh?

FARMINGTON, N, M
PHONE 32%5-1182

A Yas.
: Q Arc you beginning to use it again?
A Yes, sir, |

O vhat does the blue spot indicate?

A The blue dots always indicate the pressure data neasge
ured in wWell No. 2,

Q And the red?

A The vrassure data as measured in Well lNo. 1.

Q And for convenience have you included & little chart on
the rizht side of this interference test exhibit and *he sﬁbSQ-

quent ones to show the location of the wells and their status

during the tests?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

:é A Yas, sir, 1 have,
ég_ Q Again following the same color coding?
oz
?% A Yes, sir.
Q iow, you had, I believe, stated that Amerada pressure

gauges were pléced in VYells 1 and 27

A Yes,ysir.
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3 iy & 3 =t e e s .
I Q And wien Sron the

k

hutein conditions, what did you pro-

ceed to do with respect to Well Noo 27

A woll No. 2 was thon cpened to flow at a rate approxie

mavely equal to thrse times the normal well allowallea

FARMINGTON, N, ™
PHONE 32%5.1182

Q How lonsz was it produced at that rate?
) A This rate was produced for a twenty-four hour periode
| Q As shown by ixhibit 5% A Yes, sir.
ff Q  The initial pressure of Well Mo. 2 was at what amount?
E ) A 6073 psi,
Q And the f{lowing pressurs was then measured during the

flow period and at the end of the twenty-four hours what was 1t?

A 5099 psi,

3 the initial pressure measured in Well No, 17

&£
3
=k
1]
cr

&

pai.
N
Q This was the shut—in well?
A Yes, sir,
Q Wwhat was the pressure measured in that well at the end

of the twenty~four hour pericd?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

A 60‘&3 pﬁio |

PHONE 243.6891

Q What did that indicate, Mr. Young?
A That indicated a pressure change or pressure decline

- of 22 pounds in that shut=in well, This, in my opinion,

ostablished pressure interference and therefore, drainage between

» . e . T 10
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these two wells which are 1867 fect apart.

Q What happened to the pressure in No. 2 when it was shute-

in at the end of the twentywfour hour period?

A The bottom hola pressure in No. 2 tuilt up in six hours

to substantially its initlal vressure.

FAIRMINGTON, N, M
PHONE 32%.31182

Q That 18 substantially the pressure it had at the start

of the flow test?

‘ A Yes, sir.
/ Q In your opinion is that a rather rapid buildup?
|
| A Yes, sir,

Q lowing this interference test on April 27, 28,

what was done with Well No. 2 after it built up?

A

A ‘Wall No. 2 was shut—in for a neriod of seventy-two

hours, Wells No, 1 and 4 remained shut-in.

Q No. 4 had been shut-in back there at the same time No. 1

(o]

had been, had it not, prior to the commencement of this A§;11>27

DEARNLEY-MEIER REPORT ING SERVICE, Inc.

3 test?
: i3
i — ] A Yes, sir.
33
fu Q So 1 and 4 remained shut-in?
- S5
_“I
<t A Yes, sir,
) Q And when did the next interference test start? P
- A On May the lst a twenty=-two day interference test was

SR begun, This test basically consisted of flowing the Well No, 2

. * H . R B g
§ e— i
PR -
¢
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FARMINGYON, N, ™,
PHONE 325.1182

DEARNLEY-MEIER. REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243.6691

apain at threc times the allowable with Wells 1 and 4L shuteine

Q Lagking at well No. 6, you again have the diagram 1o

~ (N1

tha right of the exhibit showing the three wells involved in the

teat. These wero the only thioe wells then completed in the

pool, were they not?
A Yos, sir.
Q Do you have No., 2 after a seventy-two hour shutsin

period producing at three times an 80-acre allowable with 1 and 4

shutein, is that right?
A Thatts correct.
Q Which wells had the Amerada preaaufe gauges in them

*hd
Vasd

4 -~
(¥

-a 3
- R< SV

during the first seventy-two hours of 2
A Again, Wells 1 and 2,

Q And the same color coding follows?

Yes, sir.

x>

Q And {8 shown on the exhibit?

A Yes, sir,

Q What was the initial pressure of Well No, 2 at the

commencement of this test as measured here and shown on this
report?

A 6065 psi.

Q At the end of seventy hours what was the measured

bottom hole pressure in the flowing Well No. 27

A IS T T

s

~ <N

™ol

i e
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A 5094 psie
Q The pressure at the heginning of the trest {n wWell Koe 1
was how much?

Q what happened ©O {he pressure in well Hce 1 during this

FARMINGTON, N. M
PHONE 32%-1182

timo?

, Inc.

A The pressure declined to 6OLL psi in geventy hourss

This was & measured change of 28 psi.

Q Ls compared with 22 pound decline measured on the first

test?

A Yes, sir.
Thase same WO wells are the ones we discussed & while
ago, they are how far apart?

A 1867 feet aparte

Q what did this teat indicate Lo you, hrCe Young?

A This test jndicated that pressure interference and
therefore drainage was occurring between wells 2 and 1.

a9
;¥

Q Over a distance of 1867 feet at leas

DEARNLEY-MEIER REPORTING SERVICE

ALBUQUERGUE, N. M
PHONE 243.6691

A Yes, sir.

Q You attempted to maintain the flov s¢e of Well Noe 2
during this period lay lst)to May 22nd at approximately three
times the allowable of the normal well as & practical operation;l

matter., Wwere you able to do that?

Y

~ A

'.» - | | &
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A No, sir, this could not be done., These tests were made
before the installation of LACT Unit., Therefore, tank storage

problems entered inio the test and tha flow rate for Ho, 2 had to

be changed periocdically.

Q The flow rate for Vall No. / is also indicated on this

FARMINGTON, N, ™
PHRONE 32%5.1182

interference test as shown in Exhibit 6, right?

A Yes, sir.
B Q Flow rate had also been indicated on the previous exhi- J
bit? ]
A Yes, sir. '
- q Did you run Amerada gauge Llit Well Woe & duriig this Llmp?
A Yes, sir. OUn Hay the 12th an Amerada gauge was run in

well Noe. L to record that well®s bottom hole pressure behavior
during the period May 12 to 15. The data obtained during that

test are shown on the right side of Exhitit No. 6.

Q Starting in about the middle of Exhibit No. 67

DEARNLEY-MEIER REPORTING SERVICE, Inc.

A Yes, sir,
; - 2% Q Moving over to the righf. What was the initial prese-
N g gure recorded in Well No, 4 at that time?
: i A 6087 psi.
p
B Q And that pressure occurred at what point in time
; - from the commencement?
;E A That occurred at 268 hours.
- .~ -
3 &

AR
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| Q That is,the well had baon shut-in for that period of
time?
A No, sir, the weli had been shut-in much longer than thaty.

This 268 hours is the tiwe that liell Mo. 2 had been flowing from

the commencement of this test on HNay lst.

FARMINGTON, N, ™
PHONE 325.1182

Q When was the maximum pressure decline observed in Well
No. 4 during the time thls Amerada gauge was in the hole?

A The maximum pressure decline was measured at 307 hours,

That decline was 14 psi,.

Q You show the hours along the bottom of each ol thess

exhitits, do you not?

A Yes, sir, along with the actual days involved.

Q That wae at 307 hoursinow at 309 hours of the test what
occurred with respect to Well No. 27

A Because of tank storage problems at that time, Well No,
2 was shut-in for an hour and a half,

Q When it was placed back on production, were you able to

place it back at the same flow rate?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

A No, sir, it was placed on flow rate of 775 barrels of

PMONE 243.6691

o1l per day, whersas in the prior forty-eight hours it had flowed

1110 barrels of oil per daye.

j - Q And that production flow rate was because of the tank

2 ~ storage problem, as you told us?

- e

I P
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A Yas.-sir.
Q Yoving on from thae poricd of 309 hours where No. 2 was
shut-in and thon placed back at reduced rate, what occurred insow

far as woll NHo. 4 18 concerncd at the end of 335 hourse of the test

A The praesaure nessured in Wall No. 4 at the end, or at

FARMINGYON, N, M
PHONE 325.1182

335 hours, was 0079 psi, which indicated a measured praossure change

of 8 psi during the time that the borb was in Well Koe A

Q That's an B-pound differencial bLetween the beginning
measurement and the final measurement?

A Yes, sir,

Q And in the intervening period of 307 hours there was a
decline measuvred up to 14 psi, is that right?

A Yes, sir,

Q Did you deem further testing advisable to continue to

check the results you wers obtaining?

Y-MEIER REPORTING SERVICE, Inc.

h Eg A Yes, sir.
EE Q wWhat did you do then with Wells 1 and 4 at the end of
§ :;I? this test on May 157
| g; A Wells 1 and 4 remained shut-in throughout this test, ln?
. 3? qon May 22, Well No. 2 was shut=in, This meant, then, all three
r!f of the‘exiéting Qells were shut-in on May 22, ’
%*~‘ Q Then, starting on May 23, wa; Well No., 2 opened up
= again after having been shut-in for a period?
.;M-, k %{;’4

S T Ty
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A Yess Additional'tusts aimilar O the one wetva Just -\
described were conducted on Lay 23 o 26, During that period
woll Noeo 2 vas opencd on &b 18/61" choke to flow 1216 barrels of
oil per aaye

Q Are the results of this test during the period ray 235
26, 1961 shown on your Lenibit toe 77 |

f-\ YBB; Birc
Q vhat does that exhibit show with reference to Lvhe
1A
A s

vottom hole pressure measured in Well Hoe ). during that perid

A The bottom hole pressure i{n Well No. 1 declined from &

measured 6028 to 5999 psi, wnich indicates:a presours change of

29 psi end gubstantiates within 1 psl the change precorded in the

Lest on May 1 through Le

Q And also with refarence tO the 22-pound drop measured
in the very peginning test, is that right?

A Yes, sir.

Q What happened insofar a8 the neasurements were con=

,cerned with resvpect to Well No. ), to the bottom hole pressurs of

Well No. L during this period?

A The botton hole pressure in Well No. i, during this
test ghowed no decline. During the 69-hour period the pressure

pessurements actually showed &N increase {rom 6096 to 6106 pei.

Q That's in well No. 41 A Yes, 8ir.

h

., 4

)




FARMINGTON, N, M,
PHONE 325.1182

SERVICE, Inc.

DEARNLEY-MEIER REPORTING. 5

ALBUQUERQUE, N. M,
PHONE 243.6899

AR T

pace 20
M Q ¥hich {8 a conslderable distance there from Wall Ho. 27
A Tase
Q lr. Young, in presenting this interference test date to|

thls Cormission, we are furnishing them all the data we obtained
in running these tests, right?

A Tes.

Q ° This doesn't espscially help us, does it?

A Ho, it sure doesntt,

Q But theytre facts? A They®re facts,

Q Considering all these facts in tha testsconducted up
to now that we have discussed, what, in your opinion, has bsen
Qstablished with regard Lo preassuse inverlerence between Wells
2 and 1?

A It is my opinion that we have definitely established
pressure interference between Wells 2 and 1.

Q Noﬁ, these tests that we have run there betwesn Wells
2 and 4 have been considared by you too, haven't they?

A Yes, sir, these results did not conclusively establish
interference between these two wells.

Q Whatts your viewpoint about that? Does it surprise you
that it didn't conclusively establish interference?

A This is not surprising when analyzed in the light of

" fluid flow consideration within porous media, The pressure draw-

2L
,5ﬁi’
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down at any polnt removed Crom the well Lore of a nroduecing well

distance betwoen Wells 2 and & 15 2640 feet, or 773 reet furthor

I , 18 a logarithnitic function of distance from the well. Uince the
\

l than the distance betweon weils 2 and ), the pressure drawdown

{

betwaen Wells 2 and 4 would be much smaller than the pressure

FARMINGTON, N, ™
PHONE 325.1182

drawdown betwesen wWells 2 and 1

©

Q Ry that logarithmitic function, you mean it Just works

a little faster or the ratio increases the further you get away?

i L Thz amournt af drawdown gets smaller and smaller as you
get away irom uis produsing well.
Q Insofar as actual prassure drop is concerned?
A Yesg, sir.
. Q And 1% increases at some sort of a ratio in thera?
5 * A Yes, sir.
B Q I believe that helps me understand. In a reservoir such

a8 this one, with a strong water drive, did you really expect to

find any substantial pressure drawdown in Well No. 47

A No, I did not. If we could measure it, it would be

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, ™,

extrenmely srall,

PHONE 243.669)

» Q Now, the type of test that you used here in conducting
: i thess, obtaining this data, do they seem to you o bte the only

§~— way to attempt to obtain a pressure interference data in this poo#

at this time?
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A Yes, sir,

Q Vhat i1s your oninion concerning the test as shown here

on Exhibita 5, & and 77
Tets my opinion thay these testg cisarly show interfor.

&

ence established tetweon wells 2 and 1 and are inconclusive in

FARMINGTON, N. M.
PHONE 325.1182

showing interfearence Letwzen Wells 2 and L.

Q Does that méan therets no oressurc interference ococur=
ring betweon 2 and 4 at a1l?

A Ho, sir, 1t dces not, and in my opinion means that the
pressure interforence that is occurring is of small magnitude
principally btecause of the high permeability, the size of thw
resarvoir, and the effectiveness of the water drive,

Q All this testinz vou have shown so far was made using

Amerada pressure gauges, is that right?

A Thatts right.

Q Are those gaupzss standard for measuring bottom hole
pressureg in the industry?

A Yes, sir.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUENGUE, N. M.

Q Whatts your opinion as to their accuracy?

PHONE 243.6691

A They are the most accurate means of measuring bottom

hole pressure avallable,

L Q  In conducting these tests and attempting to obtain

this information, did the Ohio consider some other method of

e e e
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recording thisg tattom hole prososiga?
A Yas, sir, thore has bamm a surface recording bottor
- hole pressure gaupze developad Ly the Shell Development Somvany,

That sauge 13 avaiiable conncrcially throuph the Petroleum

sngineering Service, Inc. in Houston, Toxas. The Ohlo engaged

FARMINGTON, N, ™
PHONE 325.1182

thege people to ussz thelr squiiyrent Lo reveat, to attempt Lo
repeat these Interferences tests that we have thus far shown.

Q Mr, Young, those people thet have that gurface recordw

ing vottom hole prssgure gduge, what do they contend its accuracy
ia?
A The publishad information of the instrument shows that

the inatrument has a repeatability of .01%.

vy

Q What i85 the advantage of that type of pressure recordiné
over the Amerada gauges iial we usc in these bomba?

A The greatest advantage of this bomb 1is the fact that it
is =zurface recording and can be left in the hole for an indef-

inite period, whereas in most casas we are limited in the Amerada

DEARNLEY-MEIER REPORTING SERVICE, Inc.

r’ :% pressure bomd to & seventy~two hour periocd., The longer that we

f §§ could leave these bombs in the hole, the longer pressure bshavior

| , H

r - §§ we would record, and therefore, would show a greater pressure

; ‘ - change.,

l __ Q We dldntt consider we were golng to get more accurate | =
measurement with the surface recording equipment specifically,




FARMINGTON, N, M,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERAQUE, N, M,
PHONE 243.6691

’ v
iR LO, sir.

G Ve were trying to set some equipment thatr we could

sbiain continuous vrousures frer, without having to pull the homb

and chanse the chart &4 the ond of seventy-two hours?

A Yes, sirg
Q Y'e did bring those people out there to attempt L0 vas

their surface recording cquipnent, 4id we not?

A Yes, sir.
K] o you have still another exhibit for vregentation of
tnterference test data, marked Sxhkibit 87 Will you look at that

exhibit, plesse, Mr, Young? In running this test usinz this

surface recordins equivment, and the fellow had only one of them,

isntt that right?

2 That®s correct.

Q Pretty evpensive equipment, isn?t 1t?

A Yaes, sir.

Q We were going to use Amerada gauges along with this,

were we not?

A Yes, sir.
Q What were your plans, in general, to run this test?
A The plan in this test was to run the surface record-

ing equipment in Well No. 1 and use Amerada gauges in Yells 2 an#a.

(: :
B

I
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£ Tellas ) oaad L ower: fo Ye kept shutein?
A Yasg, sir,
Q And No. 2 to be Clowed at a triple allowable?
| - z§ A Yes, sir.
gy Q And this diasras on the right side of this exhibit now
v 20
£x
e O
é shows the grean spot, Well lo, 5. 1Is that the interval 1t was
% completed in?
N
: g /‘ YQS, Siro
. ‘m ) N .
) Q That well to be in a flowing or shut-in condition?
o
Z A It was to be a flowing condition, flowing a single
~—y
&~
A allowatle,
é G Did you actually nut the surface recording equipment
i
) ~ on Well No, 17
; ~ A Yes, sir, we did.
E. Q ind Amerada gauzes in Wells 2 and 47
.; P~
- E A Yes, sir.
: b <4 Q. What did you do then with Vells 2 and 5, {low them as
£ § E i-
! : SR ? : '
1 ) ;3 you had planned? ‘ : _ .
t §§ A Yes, sir,
] P af ,
<® Q Looking at &xhibit 8, will you give us the information
| shown on that exhibit, bringing the results of the interference
§- test of October 2 through 7 to the Ccmmission here?
i £ .
1 I A~ Well, after three and a half hours of flow time,
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s I : . RS ws 4 . b - - | o
A odorad Lo tbe gupfoee recording butius hold

wechanical troublen

pressure gaure, Thase REFCI sl ties conld net Lo aorrectad,

Thereafore, the use of thln ecquiprent was | evsinbted, Shown in

Fxhibit &, bowover, fo thoo et tires anc & helf hours? dato

that was recorded witr theoi Lostruaent Y1, shows that well Ho. l4=

FARMINGYON, N, M
PHONE 325.1182

: Q These apre the rod anets?
i -
A Yes, sir, -« declined from (07C.2 to 6G66.8 psi,

This was a nressure chance of 344 psi.

Q Lt that time MNo. 2 was flowing at the triple allowable,

No. 5 flowing at single allowable?

A Yes, sir.

Q For a combined production rate of, according to this

exhibit, how much, how many bavrels of oil?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

| - A 1502 bvarrels of o1l per day.
: M: Q Thias surface racordinz thing just had trouble with the
o line going down tc it and they were unable to record any addi-
| tional pressures?
. :é A That's correct.
‘ W o
‘ g gg Q And were then resleased from the Job?
L 22
i <0 A Yes, sir,
| f“ Q What did you do then, ¥r. Young, in order to get some
benefit from the interference test?
_ A' We went ahead with our plans without that instrument
-
gﬁ,‘”‘l’, ‘
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and used regular Amersda pressure gauges to continue the inteie
forence test of Cctober 2 through 7.
) Q purinz the Tirst forty-two hours of this test what vas |
: ¥y
L= :Z | the pressure information measured in Well Ho. 47
: - ¥}
B zZ N
i (]
i ’-23; A The nrasaurs infonration measured was that the initial
,_é: » e pressure of your Well No. 4 was measured as 6085 nsi and daclined
§ ‘ 78 to 6070 psi, indicating the pressure change of 15 psi.
P = .
é Q Thess are the two wells that are farthest apart, are
- & '
{7 72 they not?
‘o % A Tes, sir,
. B
= > Q But here we were, i1 cifect, flow’ 1 four allowables
. =
- Qm., per da: out of the reservoir at the time this was being donea?
N R A Yes, sir.
| oS |
| E Q Did you change the charte, then, the Amerada charts in
- R -
. ‘ E. Wells 4 and 2 at about this point in your test?
; P~ ‘
- E A Yes, sir, they were changed at about forty-seven hours,
_ § Q And that is indicated on ixhibit 82
N i- '
‘ g £ A Yes, sir,
oo
2w .
£ Q Did you rerun the Amerada charts in those two wells?
23
azx .
- oA A fes, sir, we did.
’ - Q And what was the absolute pressure measured in Well Ko,
iE L at the time that you re.an the Amerada bomb with the new chart
' in 1t? ’
8
o
P ey s N :
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6021 vt |

then, fror that chart, what
h? f

ehart dealined to 6068 nsi at the !

oi the two flowing walls,

At that time wars the flowing wells shut.in?

Tos, sir, both of them woere shutwin,

No. 1 was 2lso shutein all during this tima, waa 14 no

Yeé.

hfter we rioved the surface equipment off" we did not

N

Irmediately rerun the chart in No. 17

Yo, sir,

Did you put ir bvack in No. 1 at the tim: that you shutei

the two flowing wells?

.
|

A

Q

readings there in Well No, 17

¢

[ 1 pai from 6058 to 6059,

Q
A

Q

Yes, sir,

Yhat vrossure information did you ohtain from the

Tha preasure readings showed that 'Well No. 1 built up

e

This was after the shutein?

Yes, air, !

what occurred according o the measuremsnts in.Well

No. b fbllowing the shut-in after the pressure changz of 13




e

pound drawdown, what occurrasd after that?

FARMINGTON, N. M.
PHONE 323.1182

, Inc.

DEARNLEY-MEIER REPORTING SERVICE

ALBUQUERQUE, N. M.
PHOME 243.6691

A
psi.

Q

cfter the producinz wells were st e s n

A

Q

pressure {nterferance infori-ation and what 1t establishes?

A

drainapgs,

distance between wells 2 and l. 1t is also my opinion that
interiercincs 4ces aacur betwesh Lells 2 and b, but that the inters
ference is of guch small pagnitude thet it can not ve conclusive-

ly measured by these tests in this reservolre

Q

naving a radius of 1867 feet?

A

Q

Wwells 1 and 27

A

Q

available data, indicate to you whether 2 well in the Lea-

Devonian Pool can effectively and afficiently drain sutstantially

_’.”—v—‘-—’,..—-—_________..—————-', -

wall No. & showed & buildeup of 2 psi froun 6068 to 6070
You had gl oht fnepaie then, Srowoe i, and in Hos 1

Yes, Sir.

Mr, Youns, will you supmarise yovr opinion as 1o the

1¢.ts my opinion that oressure snterierence, and thus

nas cccurred over che mintmom 1867 feet, which is the

what is the acreags w.-thin a circular drainage area

And is that radius I just gave you the distance between

PAGE 19

————

'

Fits

4

251 acrese.

Yes, sire

Does this pressure interference datd, with all other
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, ™,

FARMINGTON, N, ™
PHONE 325.1182

PHONE 223.8891

PAGE L0

the excess of 80 acres?

A Yas, s8ir, it does.

Q Which way does it indicate that it will or it wontt?

A Tt indiecates that o woll ir the Lea-Devonian will
effectively and efficiently dx%ﬁJLSubstanLially in excess of
160 acres,

Q Kow, Mr. Young, you?ve alsc prepared, or had prepared

under your supervision, & Jdocument marked Bxhibit 9. What does

that document present?

{sihereupon, Ohio's Exhiblt No. 9
vas warked for identification,)

A isxhibit Lo. © shows my volumetric calculations for the
recoverable oil per acre for the Lea-Devonian Pool.

Q | lir. Young, in makingz these calculatlons, have you tased
them on certain factors that you have available to you pertaining

to this pool?
A These caleculaticns were based on the factors shown unde{
the section Basic Data inm Zxhibit G,
4] Starting at the top you show the nct pay of how much?
A 65 fect.,
Q You previously testified about Well No. 1 being the

7

only one tc penetrate the cntire Devonlen pay, that's correct,

iant®t 1¢?
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Q In your opinion is that the maxirum net pay that will
be ancountered in wells in this pool?

A Yea' sir,

Q And you've also testified that vou computed the aversge
net pay penetrated by the Uive wells ghown on the cross section

that 18 presented here as Lxhibii 27

A Yes, sir. fThe avera;c nct pay of those flve wells 1is
55 feet,

Q You have chosen here, lor purpcses of calculating re-
soverable reserves,  to take the fimure that's in bpetween those

two, have you not?

A Yes, sir, The averaze net pay used here is (o repre=-
sent. what one would expect as thc average net pay over the entire
pool. I would expect it to be on the order of»approximately twWoe
thirds the maximum, which is G& feet.

Q Is that what your 65 feel comes out to?

A Yes, sir.

Q Moving to the next factor there, the porosity in ths Lei-
Devoni;n Pool, you show that to be how much?

A The porosity it 5.49, &nd measured in the core analysis
from cores taken from Well No. 2.

Q What about connate water saturation?

A Connate water saturaticn is 43%, as measured by special

W g e

-

e

2R e,

L
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N w3
; capillary tests made by cores from Yell No. 2.
Q ine formation volume ilactor?
A 1.185 from the fluid analysis of crude produced {romn
% | uell to. 1.
»§§ Q Do you have one astinated factor, the recovery lacior,
zy
E: Eg what did you use for that?
m“ A T have used a rocovery factor oif 50%, which is consisternt
E with my opinion that the producing mechanism is a water drive,
- § Q In using standard eng:inaering‘fomula, have you made,
" % then, a calculation, volumetric salculation as to the number of
E barrels per acre in the Lca~Devenian Pool average?
:N 8 A The avei'ap;e recoverablo oil reserve from Lea-Uevonian
A o Eé Pcol will be 6,658 barrels per acre,
xy_’“ § Q Using this data of recoverable reserves, have you had
U\%T g prepared under your supervision a document showing ihe compara=-
- : tive economics for developrment of this pool? u
_q 5 A Yes, sir, that i¢ bxhibit 10.
' s :5 {#hereupon, Ohio's txhibit No. 10
Qg was marked for identification.) .
g‘g Q Will you look over that exhibit for a moment, pléase?
¥ : ‘
< I observe that you have headed this 40-acre spacing versus 80-
~ | acre spacing versus 160-acre spacing, Have you made calculation
j to reflect compargtive sconomics for each of those proration gize*?
- | A Yes, sir, I have.

&

RN B e e,

) r—
SR
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- Q What area iiave you usod to make these calculations f(or,

( Virs Young?
| A I have used an srea of 2280 acrea, which is the pro-
s iy

Z3 aoged varticipating avea (or i lLea~-Devonian Pool.

: :

; o zy Q Mr. Young, do you think in a situation of this kind it
H 3?

Sa

is more reasonable Lo usze a substantial area in determining the

gconomic facts of life rather than to take just one proration

unit and figure economies on 1t7

- A Yes, sir.
B Q Why do you fsgl like that, lr. Toung?
A In presenting cconomicsg for the developnent of a pool

such as this it ssems to me to vLe more realistic Lo present the
asconomics for an area rather than on a ver well basise. The
aconomics, which any operacor would consider in developlng any

pool, must be based cn the overall area and then extended to an

average well cost and profit,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

T Q Usirg that 2280 acres, how many wells would be required
\% ;: ;% for bO-aére spacing?
gg A 57 wells,
-~ a?
e ¥t Q For 80-acres? A 29 wells. | )
':f Q And 1607 A 15 wells,
- Q  What is the investment cost per well that you have
L, :
éﬁ_ | determined from calculations of your costs, ¥Mr. Young?
.
Et. ~

oo
s
1
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1O Joyelat 1he L,O-ncyo gpacing UH
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[

%% you are ralking about’?

3
A vos, Bire
Q A1l these fiqures U9 stovn on pyhiblt 10, are yhey not
A Yes, 8iT» they 8ro-

Q what i8 the f‘*nfé for KO acres?

Q You have included,

ultimate reservess

figure?

aprea times the expected recovery

18 the 228Q=acre

A That

per acre which was ghown in sxhicit Noe e

¢aken into account the

ALBUQUERQUE, N. M-
PHONE 243-669)

we are currently rece eiving?

_at the price

shown in Sxhibit 10 i8 the, my calculation

A Yes, 8irs

gross varrals

king interest net operating jpcome PeT

gas produced with the oil.
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This amounts O 22,06 per harrel.
Q And your (RG computation i1g shown above under ultimate
reserves, is it not?
A Yes, sir.
Q Raged on 30¢ cubic Teot por rarrel prodnced over the
1ife of the field?
A Yo, 5iT.
Q Then, anplying tnis nat working interest operating

this field to ve?

p §31,271,294.00.

putations?

A Yes, I have.

Q what does it shov for hQ-acre
Devonian?

A The net profit for LO-acre 18
net profit per well of 238,619.80, or a
of .08 to l.

Q Ané for 30 acres?

{ncome, vhat would you anticipate the total operating income from

Q Have you computed profit fijgures based on these gome

X The net profit fop 8C-acre spacing would be 516,481, 29
for a net $568,320.00. This is a profit to investment ratio of

1.11 to 1. In my opinion it is not particularly attractive

proration anits in the

52,201,294.00, which is &

profit to jnvestment ratiq




[
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considering the visk Inveolved in deilling 14,500 foot wells at a

half a million dollars cach,

Q You have also, then, computed the total net profit for

the developrunt to 16C~acre daensltys Will you briefly review

the figures?

FARMINGTON, N. ™
PHOME 325.1162

A The total net profiz for L60-acre spacing would be
£23,621,294.00 or a net profit ver well of J1,574,753.00., f%hie i

& profit to investment ratio of 3,09 to 1. In my opinion this

|
|
\
|
[
|
!

profit to investment ratio is justified when considering the risk
in this deep drilling and tbe ascount of investment required.

Q ¥r. Young, we have been talking about profit figures hexe,
Are these computed before or alfter income itaxes?

A These are profits beforc income taxes.

~

Q Tricome tax comes oubt of that, Now ou have treated
»

this working intersst incouc ae 7/8ths of the production, haven't
you?
A That is correct.

Q And that doesn't iake into account the overriding

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M
PHONE 243.6691

royalties that somo of thesc cases ars subject to?

g A It does not include that, Helther does it include any
i - | royalty in excess of 1/8th,
‘ - Q In some of these Federal Covernmeni{ leases they have

sliding scale royalty in some instances?

hY
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A You,

Q So that these axcess as well as overriding royaliy as
well as inecome tax all have to come out of the profit you are
talking about hore?

A Yes,‘sir.

Q Mr. Young, in attempting to further analyze the avails
able data that we have, and moving now {ron: the realm of
economics and cost and the problems of risk of drilling these
deep wells, have you attempted to make an analysis of what should
have happened in Well No. 1 during the time thaf i¢ produced
the amount Sf oil it did produco up to QOctober 1lsi, 10A1 7

A Yes, sir, I have, |

{vinersupon, oOhiots ixhitit No. 11
was marked for identification.)

Q ¥1ll you please look at what!s been marked Ohio's
Exhibit 11? Mr. Young, as of October 1, 1961, what was the
cumulative production from Well No., 17

A 133,719 barrels.

Q My copy of this exhibit has that figure on it in ink,
Did you make a mistake in this exhibit?

A Yes, sir. That was & reproduction error.

Thatts the only mistake in it, lan't it?

Q
A Yes’ sir.
Q

Mr, Young, you hnvu'a_qchémntic diagram there of a

R
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cylinder. Describe to us what

about Well Hoe le.

a radius of 1837 feet,

A 1867 feet.

Q 67 feet,
A Yes, 8ir.
Q Are you agsuning,

ana from HOWISLT alse?

A Yes. EXhibito NOoe
for Well No.

drainage of 251 acres.

A Yes, sir, it is.
Q You have taken that

A Right.

Q That shows here that gylinder is g8 feet high.

two pages of engineering formulse aymbols and data.

— ]

that represcnts.

A This cylinder reprosents 8 production area of 251 acres

Q That 251 acres is the area’ that would be included within

1s it not?
Thatts the distance between Wells 1 and 27

then, that this Well No. 1, for the

purpose of this calculation, was producing only from that ares

11 is a calculated pressurse decline

1 to October 1, 1961, based on & paximum radial

That is

the net pay that was encounterad in well No. 17

into account?

Q Attached to the front page of the Exhibit 1l there are

Describe

this briefly, these computations for us,»and atate whether they

result in an accepted engineering formulae.
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A page 2 shows Lhe matorial valance equation for an ol

reservoir which 18 producin;; when the reservolr pressure 1s ahbove

the bubble point pressurs of the reservolr fluld. this is true ir
the Laa-Devonian 7001« this is an accepted pegervolr engineermg
equation and takes into consideration water gnflux and producad
waters

Q In using this equation, gince the equation took into
account water jpflux &nd produced water, there hasntt been any
such production from Noe 1, what did you do about those LWOo

factors in the equation‘?

i

A nava, in using this equation, for this present.ation,
agsumed thab water {nflux is z6ro and that we have no produced l
watere Then the equation on page 2 reduces to the simple ré=
jationship shown at the bottom of page '

Q All righte That's simple to an engineer?

A Yes, 8ir.

Q And accepted Y englineers generally?’

A Yes, 8irs

Q You have 8180, then, on page 3, shown your caloulation

for original oil in Places 1s that right?

A That's"t;‘be orizinal oil in place calcula'ced using the

vasic data for Lea Unit No. 1 in the 251 acres surrounding Well

HO. l.

~
-, 4

L
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Q Let*s go back to that front page. Based on these
calculations, and assuming that Well NHo. 1 was producing from no
greater area than the 251 acre limit just to that area of 98 feat

of pay, what should have been tha pressure drop in that well as

of October the lst?

FARMINGTON, N, ™
PHONE 325.1182

; £§ A The pressure deeline In that well should have bsen
| €§ 1153 psi, based upon the caiculation made, assuming that No. i is
ES producing from only the radial 251 acres surrounding that well.
; Eﬁ Q What was the measured pressure change from the initial
ég pressure &t the time of completion until October 1 of 1617
§§ A The measured pressure change was actually a 12 psi
& increase,
- -~
:: Q The significant thing thsre is what?
E§ A The significant point 18 that the measured pressure
§§ showed no decline in bottom hole pressure,
_: Eg Q Since there has &apparently been no pressure decline in
- §§ Well No. 1, and since that pressure decline would have been over
- §§ a thousand pounds per square incﬁ, if the drainage area of that

well had actually been limited to this 251 acres, what is your

ALBUQUERQUE, N_ M,
PHONE 243.6891

opinion as to the conclusion to be drawn from these calculations?
A It is my opinion that No. 1 is draining an area sube

stun:islly in excess of 251 acres., The fact that there has been

RO measurabls pressure decline further establishes, in my opinioef

| S

R _'

“~
o~
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the Lea=-Devonian Pool could be develcped and completed on 100-acrq

spacine, sxhivii 1% wae nremared by coustructing a 25l-acre
mirimum radial drainage area avout cach suggested locatione The
most outer boundary of the total minimum drainage area of the

indicated wells is shown as a heavy outline and vividly demone

FARMINGTON, N, ™
PHONE 325.1182

strates the minimum radial drainage arsa that might be expected

under the suggested drilling program,

Q Each of those 25l-~acre minimum areas, in effect,

hat same 251 2cres vou showed as the cylinder on your

represents t
Exhibit 117
A Yes, sir,
Q Mr. Young, since there?s no oil pool in the State of
New Mexico that's been granted 1l60-acre apacing and 1l60-acre pro-

ration units, have you any thought conceraing the provision for an
{_‘.

allowable for wells on these proration uniis?

Y-MEIER REPORTING SERVICE, Inc.

5 Eﬂ A Yes, sir. During the interference test of Well No, 2,
; i E% that well was produced at three times the allowable of an 80-acre
f E E% well,
g ) P 'Q  How much was that figure, Mr, Young?
i A The maximum rate, as I recall, was 1218 barrels per day|
y which is in excess of the three times the 80-acre allowable, ’
- | - Q It's over & thousand barrels?
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Q A1l righte

A During a geventye=two nour dravdown test in August of
1960, the No. 1 well was produced at 600 tarrels of oil per daye
In ﬁy opinion these high rates of production in these tWo wells
demonstrate thé capabilities of the Lea-Devonian wells to produce
large volumes without causing damage oy waste in tne reaervoir.

Q Do you have & recommendation as to what the Conmission
ghould do with regard to allowables for thesc wells?

A It is my recommendation that the Commission not only
adopt 160-acrs spacing and 160-acre proration units for this
pool, but that the allowable be one and one—half times the normal

allowable assigned an g0-acre well for this depthe

Q Mr., Young, in order Lo effactively understand the
effect of such an allowable as you propose and compare it with
other allowables, have you had prepared Exhibit 137

A Yes, sir.

(Whereupon, Ohlovs Exhibit Nos 13
wag marked for identification.)

@  VWhat does Exhibit 13 present, Mr. Young?
A 1t shows the.relationship of total daily withdrawals
for Lea-Devonian Pool for LO=-acre spacinz versus g0-acre spacing

versus 160-acre spacing.

Q Wwill you run t@;cugh those figures and point out the

_ffhoao—soAﬂuaFA#unﬂ
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A The data included in this exhibit is based on a normal

unit allowable of 34 varrels of cil per day, the same 2280-acra

area that you used in the cconorlc c¢alceulation., For 40-acxe
epacing the allowable factor at this depth is $.33, which wonld

rosult in a top well allowable of 318 barrels of oil per day.

FARMINGTON, N, ™
PHONE 325.1182

The number of wells raequired for 4O~acre spacing would be 57 if
the entirs pool was developed would result in a top field allowe
able of 18,126 barrels per day.

Q Now, how about 80 acres?

A With 80-acre the allowable factor is 10,33, a top well
~ allowable of 352 bvarrels per day. For full development, 29 wells

would be required, resulting in a top field allowable of 10,208

barrels per day.

Q That is if the pool is devaloped on the 80 acres that's

authorized by the temporary order?

A Yss, sir.

Q And assume that normal unit aliowable of 34 barrels &

day, the daily production after full development would be slightly

DEARNLEY-MEIER REPORTING SER VICE, Inc.

ALBUOUERQUE, N. M,
PHONE

243.6691

over 10,000 barrels of oil?

A Yes, sir.

- ‘ Q Now, on 160-acre development with 15 wells, what would

be the per well allowable assuming 34 barrels &s a normal unit

allowable?

=
2 ’3;:?' - '__ §
. e . LY il
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A The ner wall allowable, using the allowable factor which

I have rocommended to the Conmdlssion, would be 527 barrels of oil

per day.

Q That meansg by applying your ono and a haif times an

80-acre allowablie, applying that factor to the 10,33 «~-

FARMINGTON, N, M
PHONE 325-1182

A Yes, sir.
Q -~ you gt an sllewable factor of how much?
ﬁ- 150500

Q Ang with 15 wells at total development, what would then
s ¢tha dallv allowahle vroduction frem this field?

A 7,905 barrels of oil per day.

Q So in the aggregate, with total development daily

allowable, daily takes would be less--

A Yes.
Q -~ than either under 40O or 80 acres?
A Yes, sir.

Q 9hat would be your thought about the relationship of

the smaller total daily withdrawals from this pool after full

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, M. M.

development?

PHONE 243.6691

A Since the Lea~Devonian is & water drive reservoir, and

since water drive raservoirs are rate sensitive, it is possible

. a g

that the lower daily withdrawsls with the wider well spacing migh

result in a more efficient depletion of the reservoir.
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W In your opinion, would preducing that smaller amount
each day after this total development cause any waste?

A No, sir, 1t certainiy would not.
2
e Q it mipght prevent waste, might 1t7
o™
i3 A Yes, s8ir, it might,
£

Q Jhat about the correlative ripghts of the parties, includ-

ing the royalty owners, would they be protected under the allow=-
able that you have racommended?

A Yes, sir,

Q Mr. Young, we've come to kxhibit 13 on December 13, will

Lhnmand ~vm etha 2w PAavmodrd{An that van
L¥ Y E RN E X T . A e N ~ s

. - aas . .a ~oe—

have, and make your final recomsendations, or your recommendations
to the Commission here? |

A in summary, it 1s my opinion that one well completed in
the Lea-Devonian Pool is capable of efficiently, effectively and
economically draining substantially in excess of 160 acres. - This

opinion is sugported by my interpretation of the pressure inter-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, ™,

ference tests and the material balance calculations, as well as

by other factors I have presented.,

PHONE 243.6691

It is also my opinion that the development of the Lea~-
Devonian Pool on 160-acre spacing will not cause any measureable

o decrease in the recovery from the drilling of too few wells.

On the contrary, 160-acre spacing will result in uniform developmfnt
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of a wider area within a shorter period of time, resulting in more

effective depletion of the rescervoir, 1 stron:ly recommend to
ih11s Conmission that pool rules Lo established for the Lea-

Levonian ool requiring 16O-acre proration units, and 100=-acre

spacing pattern, Lach proration unit to consist of a sinpgle

FARMINGTON, N, ™
PHONE 325-1182

Governmental quarter section.

Yurthermore, it is my rcecommendation that the well on each

proration unit te located in the approximate center of the

SERVICE, Inc.

Northwest Quarter, or Southeast Quarter of a Governmental quarter

section. 1 further recommend that the pool rules permit a
tolerance of 150 feet in the location of any well,
As to oil allowable for the wells in the ‘Lea-Devoniarn fool,

I recommend that the allowable be established by applying 150%

]

to the 80-acre proportional faétor aérprovided for in Statewide
Rule 505, as amended, with the allowable for any non-standard
proration unit which has been proved to be increased or decreased

in the proportion that the number of surface acres included in

such unit bears to 160 acres,

DEARNLEY-MEIER REPORTING

It is my opinion that the recommendations which I have made

ALBUQUERQUE, N, M,
PHONE 243.6651.

will not cause waste, but on the contrary, will prevent economic

waste and will also protect correlative rights of all interested

parti'es.
a Q' ‘Were :xhibits 1-through 13 prepared under your
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diraction and supervision or by you, Mre Young?

A Yes, sir, they werae.

thies tirme we offer In eyidernce Ghiots

MR, couch? Jile

ié SxhibiTs shwanoh 13 and state that this conclindes the grraet
%; restimony fromr rthig witness,
e} (hereupon, Ohiovs ixhibits Rose
e 1 through 13 were of ferad in
ES evidence.)
- E:
o MR. PORTER: Any ohjections 1o the admission of the
€2
B4 W exhibits? They will be adritted, The hearing will recess until
)
. EE 1330, at which tima ¥r., Young will take the stand for cross
.
}; (< examination.
| - S
| as (¥hereupon, the hearing was recessed until 1:30 P.M.)
S~
e ARTSRNOON SESSLON
; gg (Whereupon, the hearing was resumed at 1:30 PJile on
i o Wednesday, December 13, 1661.)
= MR. PORTER: The hearing will come ©o ordcr, please.
E »
i~ Anyone have a question of Mr, Young?
‘ x - ;
. :s i3 VR. NUTTER: Yes, sire
£, MR, PORTER: Mr. Nutter.
- Sa
32
. <% CROSS EYAMINATICN
3} BY_MR, NUTTER:
- Q Mr. Young, this £xhibit Ro. 1 of yours, these contour

maps are from the‘seismic survey, 1 believe you said, 1s that
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»f envrant?

A It?s basged on the original seisndc,

Q Then you adjusted the vertical height of the contours
by 265 feet as & result of encountering the Devonian or Woodford

shale?

FARMINGYON, N, M,
PHONE 325.1:182

A Yes, sir. From the drilling of the seven wells, the avy
erage correction betwesn the actual log tops and what the original

seismograph contour showed was 265 feot,

Q Has therc been any lateral chanpe in the structure,
8s the original seismic picture showed it, as compared with what
you have found by the drilling of the seven wslls?

A No, sir, I dont't believe so, Mr, Hutter,

Q The same structure, just vertical adjustment?

A Yes. Actually, it wés taken and I took the origiral
geismograph contours and contoured 65 feet, or two-thirds, betwee#
contour lines, and then those contour lines were immediately put

on to this map.

Q I see, Now, on the Bxhibit No, 1 you show the Sinclair

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

well out: to the East and the United States Smelting well to the

PHONE 243.6691

West, nelther of which was productive in the Devonian., What did
?? ' o : those wells cencounter in the Desvonian, Kr, Young?
A The Sinclair well was wet, 1t wAS across the fault and

1t's about apnréximatelg,four to five hundred feet low to the
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unit wells.
u And th:re was porasity, but the porosity was filled
with water?
A I believe that's correct.

Q How about the United States Smelting well?

FARMINGTON, N, M
PHONE 3253.1182

A The United States Smelting well was not logged, it was
) ]

drilled into that, My information is that it did have porosity.

Q Did it make water in the Davonian?

A They did not complete in it. They did not set pipe,
Q Did they take a drill stem test?

A Not that I know of,

Q Well, what did they find?

A I would like to correct that last answer, Mr. Nutter,

There were two drill stem tests taken 1in *he United States

Smelting well.

Y-MEIER REPORTING SERVICE, Inc.

Eg Q In the Devonian? A Yes, sir.,

= Q What were the depths of those two tests, please?
3

Lé A The first one was 14,295 to 530,

What did they recover?

ALBUQUERGCUE, N, M
PHMONE 243.6691
o

A 525 feet of mud, thirty minute shut-in pressure, 390 psil

T : Q What about the second test, they didntt recover any

salt water on that?

e

A No, sir. The second test was taken at 14,548 to 619,

i—’i

St had
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FARMINGTON, N, M,
PHONE 32%5-1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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racovering 14,000 feet of sulphur water.

Q The first well that Ohio drilled is the only one that
has penctrated the Devonian formation to any depth, is that
corract?

A That is correct, of the producing wells. HNow, the
Sinclair well, and possibly the Smelting well, penetrated nore

than the other producing wells.
Q But, on the six wells that Sinclair or that Ohio has
drilled, you have six or five?

A Five.
Q On the five wells that you have drilled, after geoing

deep into the Devonian on the first well and finding that the pay
was in the upper part of the Devonian, youtve refrained from
drilling deep into the Devonian on any of the remaining four, is
that correct?

A That's correct.

Q No porosity down there in the lower Devonian?

A Not in the No. 1 well.

Q Did you\encountar any water at all in that well?

A I dont*t believe we did, Mr. Nutter.

Q So there isn't anything on any producing well as yet to

help determine the existence of an oil-water contact, and the

6n1y thing you would have would ve the No.1 well, and the United Stat
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Srelting well?

A Yes, 1 Lelleve my tegtimony showed that the productive
1imits had not teen defined,

Q There must be & waver table in here somewhere?

A Yes, sir, there is,

Q nhe No. 1 well has three main portions of net pay, as 1

{ntérpret your bxhibit No. 2, }¥r. Young, being

14,350 down to about 370 and 75, and then the gecond group veing

the next three kicks that are colored red and

tion of net pay,

- A

wells of this third and lowerniosi section

hnwvao
Shwn ¥ W

A In my opinion they do, but it's unpenetrated.

Q You just haven?t penetrated it at this time?

A Yes, sir.

Q Do you have any evidence that thevsets any vertical

communication thatts going to enable you to drain that lower P&y

from these remaining four wells?

A Other than possible fractures within

fermation, which core analysis shows does exist, those fractures,
1 believe, would give you your vertical communication.

Q Did Exhibit Noe & demonstrate vertica

A You will notice the center column ri

graph on Exh;bit No. 4 18 & samplefdeacription that gifes an

which is continuous there., Do any of these other

in the range from

the lowermost secC~

net. pay in them?

the Devonian

1 fragmentor fract:

ght next to the

re?

ol
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indicaved Tractured vuggy porosity.

Q Althoush this doesnt't specifically state phe diraction
of the ffécturas or that they would be vertical or horizontal?

A No, sir, it doesn't,

Q You used in your computations of reserves in a later

FARMINGTON, N, ™,
PHONE 325.1182

exhibit, 65 feet of net pay, is that correct?

A Yes, sir,

Q Although the average of the wells on your cross sectinn

No, 2 would be 557
4 Yes, sir.

Q Because, I presume, that you feel the major part of the
structure lies North and South rather than iast and West, &nd you
don't have a realiy true representation of the strucuurz v; ihe
East-West cross section?

A I don't follow the quesgtion,

Q If you use 65 feet of net pay, would that indicate that
ycu think more of the structure could be depicted on a Northe

South cross section than can be depicted on the EZast-West cross

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N. M,

gection?

PHONE 243.-6691

A 1 use the 65 feet because the maximum pay that welve
gesen is in the No. 1 well, this 98 feet. The average net pay
for the entire pool, in my opinion, has tc be something less than

g2 feet. The existing five welles show a penetrated net pay of 55.
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Q You dont®v think that the wast-West cross gection right

now with 1.8 55 feet 18 repreaentative of the

" A well, 1 would think 1t would be representative, but

there again, there‘is gone unpanetrated pay even in these wells8e

Also tO the Bast and West o1 the outside of thesé five wells your

pecoming more thin and, therefores when You average it

over the envivs P2V you'd gvill have gome thing jess than the

Q In arriving at the 55 feet of net PaYs you pave. only

MEIER REPORTING SERVICE, 1

taken the penetrated portion of the porosity here?

A The penetrated, yes, sir.

Just what gmount of porosity did you consider in cal~

691
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o
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A In most cages L RAL about WO or threse percent.

Q what was the original pottom hole pvessure, the first

pressure that was ever taken in the pool, Mre young?

. was ever measured in the pool
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le88 than tha 55
Q YaBe

A S0, there has to be an averas

wa can't really pinpoint.
Q You dontv think ¥ v the rast-west cross gection A

now with it8 55 feet i8 repreaentative of the pool oY the geructu 7

" A well, I would think ¢ would be representative, but

there 18 gome unpenetrated pay even in these wellBe

Also tO yhe bast and West on the outside of these five wells your

pay 18 peconing more thin and, therefore, when- you averags it

over tne entire vay you'd atill have something>1eas than the

Q In arriving at the 55 feet of nev pay, You nave only
taken the penetrated portion of the porosity hers?

A The penetrated, yes, sir.
Q Just what amount of porosilty did you consider in cal-

what wouwld it be somparable to on Exhibitb

culating net pay?
Yo. L, the core analysis?

A in mos?t cases it'® gbout two oF three perc

Q what was the original pot Lol hole pressure, the rirst

pressure that was ever taken in the pool, Mre Young?

The first pressuré that was aver measured in the pool

A
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pace 09
A —
was in the Hee !t well, and i1 was 6,010 psle.
] would that ve this red poiny, tne [1rst rad point for

»No. 1 on Exhibit 3%

A Yes, 8ir.
Q That 15 the povk sriwinal bottolf hole preusure?
A 1¢9s the tnitial pressure that was geasured, Mre flutters

Q 18 that in the vottom of the well) or jg that taken to

some datum ghat could te gnmparatle 10 the other bottom hole

pressure that was recorded then?

A These wWere all at the gubsea datulie
Q what is that datum, please?

A Itts minus 10,7k

Q And all bottom hole prcosures on all of these axhibitis

are all corrected tO that same datum?

A Every pressure which we have presented today, and every

one that has been measured, except ons, was actually measured &t

that subsed depth, The Ko, b well was corrected geveral hundred

feet. That's the only one that has been corrected.

Q So, they were all taken at the same depth?

A They were all measured at the same subsea depthe

Q And no correction?

A ¥o correction except on the No., 6 wells

Q To what do YO

e ——————r

u attribute the fact that the No. 2 and L
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wells, on their original conpletion, had considerably highér than
the initial bottoum hole pressuro for the pool?

A The only explanation 1L could give there, Mr. liutter, is
that from the production of the No, 1 weil we had established

pressure eradienta within ths possrvolr, This teing a water drive

FARMINGTON N, M
PMOME 325.1182

resorvoir, and No. 2 and Ho. 4, from our stracture map appears to

be closer to the adge watexr contact, may have, pressure gradients

may have been established by that time giving those two wells higher

pressures, You notice the most recent pressares have the pame

relationship.

Q fes, sir. 1f we assumed that these more recent pressureg

mare

are the result of this gradient, to what would you attribute the

lowar prassure in the discovery well when 1t was first completed,
then?

A 1 have no explanation of that, Mr. Nutter.

Q And No. 5, you feel, has the lower pressurs because it's

over near the fault?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

~ i :g A That seems to bew=
Ef Q And hasnt't been receiving the full benefit of the water
gz :
20
it drive from the West and the North?

- A That seems to be the reasconable explanation for that,

Q Even prior to the time ﬁhat the well had been produced

and when its initial pressure was taken in August of '617
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A Yeg, sir.

Q On Bxribit NHo. 5, kre. Young, you shut the Ho. 2 well back
in and had an immediate rise to 6,066, Did you have a vomt in

No, 1 at the same tlme to {ind out what hapnened to the pressuro

there?
A No, sir, we did not.
Q So theraets no companion curve on the Hoe. 1 avallable

to show what reaction it had to the shutting in of the No. 27

A No, sir.

Q 1 oresume, Mr, Young, on ixhibit XNo. 6, that from 307
hours to 335 hours the slight increase in pressure in the lioe &
well, you would attribute to the fact that the producing rates of
the No. 2 had been reduced, and then raised back up, but not to
the original level of the lio. 2 production, right?

A Not necessarily, Mr. Nutter. Thia data, this test 18
presented for the Commissionts information, it's the actual re-
corded data, the pressure and the actual flow rate. Now, whether
there is this quick communication between these wells I zay is
inconclusive. Certainly, in my opinicn, during this time thers 14
some pressure interference between Wells 2 and 4, but certainly
these tests are inconclusive as to proving it.

Q You are not necessarily saying that the increase from

307 hours to 335 hours is due to the reduction in the production

S
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rate from the HNo. 47Y

A Noy, sire

Q‘ T suppose, then, Lt would follow that on zZxhidiy Nos 7
the $ncrease in the lntton hole pressure of No. 4 wouldntty le
due to maintaining the flow raie of Hoe. 2 at a congtant rate?

A No, sir. 1 think welve pointed out in the direct
that this data was certalnly, didn't help us in the cases

Q Now, on xhibit MNo. &, Mr. Young, up here on Well Ho. 4,
from our No., L2 to our No. A8 we don't have any pressure rocorded,
But the last pressure prior to changing the charts in the well waﬁ
6,070 and the next pressure was 608l. To what do you attribute
the 11 pound difference?

A This is a characteristic in using the Amerada bomb to
record thesec bottom hole pressures continuously, Any time that
vyou have to pull the Amerada bomb, when you get tack on bottom
your atsolute pressure is nct always the same.

Q Well, this is an 11 pound differential here?

A Yes. Here again, these are what we measured with the
vomb, They're presented as a complete record of all the inter-
ference testing we did. MNow, itts my opinion that there was not
that much change in that pressure, itts only a characteristic of
having to change the Amerada chart, the chart in the Amerada bombg

Q This characteristic here indicates an 1l pound differ-

(AR
N
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ential pregsura measured i the course of Just two or thraece hours

according to the borb?
A Yen, slre
| Which is an inheceant crror of s8¢ many percent, the 11
Q ¥ »

pounds., In some of these comparisons that you have made, you nhave

FARMINGTON, N, M
PHONE 325.1182

noted differences in presasures of 1 pound from begianing to ende-

3

ing of interference tests and ss forth?

A Yes, sir.

Q Is this a relisble comparison wnen Jjust taking the bLomb

out of the hole and putting it back in would result in an 1l

pound differential?

A I didn't =zet the question.

Q Do you think 1tts proper to cite a 1 pound differential
in pressﬁre on an interference test»when the bomb has sucn
. characteristics as to result in an 11 pound pressure differential
merely from removing it from the well and putting it back in?

A I wasn't sayiny that these 1 or 2 pounds are actual

measurements of interference, Again, they are the data we ob-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

- §§ tained and 1 presented them to the Commission. These few pounds
2z
*t Eg that you are referring to, yes, they are probably inherent
?:, ' characteristics in the bomb,
;E Q Just for the sake of the record, Mr. Young, would you g
f‘ » describe the chart thatts used in an Amerada bomb and depict how
P -
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[ o o
many inches it takes to measure 100 pounds differentlial on that

chart?
) A The maximum chart scale 1s two inches.
Z§ Q And two inches i3 showing how rach pressure here?
7 &
o %% A In these tests, a 10,000 vound element was used,
L Q So the two inch travel of the needle there, or the

pencil, represents a 10,000 pound differential from zero to

10.0007
A Thatt's correct.
" Q And it would bve difficult to measure a one pound when

youtre measuring 10,000 pounds in two inches?

A I certainly agree with you.

Q What specific criterion did you use to arrive at your
recommended allowable tactor of 15.50 for these Devoniaﬁ wella?

I realize you said 150% of an 80-acre allowable, but 1s that based

on any particular thing?

A No, sir, we have proven in the interference tests that

these wells are capable of producing two and three times an 80=-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE, N. M
PHONE 243.6691

acre allowable, The one and a half times an g80-acre allowable is

‘gf acmething considerably under what we have proven they are

- capsble of producing., I recommended the one and a half times the
- | 80-acre allowable. g
Sy .

. Q But the specific number, one and a half times the 80~

RS k- <N
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acr'e aliowable 18 not based on any calculated payout, or anythin;:

PAGE )y

like that?

A No, sir.

Q Just an arbitrarv 1507 of the existing allowable?

A It is an efficient yrate for those reserveirs, I think

FARMINGTON, N M
PHONE 325.1182

these wells are capatle of aofficiently producing that rate,

Q T want to know what the basis of the 150% was, i1f sny.

e b =

A No tasis,

Q In calculating the allowables on Exhibit 13 at LO acres,
80 acres and 160 acraes, you note that the LO-acre allowabls, if

the field were developed with 57 wells, would total 18,000

barrels; with 29 80-acre,. 10,200 barrels; and 7900 btarrels with 15

on the l60-acre wells, I didntt quite follow exactly what you
meant when you believed that possibly these lower allowables

on the 160 acres wonld result in a more efficient drainage of the
pool with less likelihood of water encroachment prematurely.

Would you eiaborate on that a little bit, please?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

:” :§ A Since water drive reservoirs are rate sensitive, Mr.
e gg Nutter, the lower production rats, as determined by using
{ , 32 the 15.50 and 160-acrs spacing might possibly, the slower rats
: might possibly give you a meore afficient depletion of your
| "*' reservoir by the water drive.’ That doesntt necessarily mean that d

‘the other two rates would be inefficient,
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Q You state that the water drive peservolir ig rate gonsle

tive, As far as the fndividual well 18 concerned, if you had 2

bogtom water drive, or water balow the lovwermost perforation, the

{ncreased withdrawals, say, of 527 varrels per day a8 compared to

318 varrels yer day, way enhance the opportunity of the waler £0

FAR“INGTON N, M
PHONE 325.1i82

coming on an 1pdividual well, wouldntc 17

, Inc.

A To have water coning, Mre Hutter, you muat have good

vertical permeability. n woat of these 1imestonod, according to

the core analysis, we do have tight gtraaks here and therse

which, in my opinion, would prevent wyater from actually coning

{nto these wWelis.
Q If these tight streaks would keep water epom coning in

on the wells, would they not also keep the perforations on the

four wells that haven!t gone into the 1owermost section of the

Devonian from producing the reserves in the 1owermbat section?

A well, 1t could.

Q And notwithstanding that fact, Ohio hasn't drilled

{nto the 1owermost PRY in the last four wells?

DEARNLEY-MEIER REPORTING SERVICE

ALBUQUERQUE, N. [}

PHONE 243.669)

Q On your Exhibit Ho. 11, where you are computing the
pressure decline actusl versus the computed pressure decline for

- the drainnge area of 251 acres, JoU were using Well No. 1, is

that correct?
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A Yes, sir, for example, I was uging Well No., 1, 1 was

using its cumunlative production, its actual net pay, and then 251

acras surrounding,.

Q As far as we know at this time, this well has the most

net pay of any well in the resorvoir, is that correcct?

FARMINGTON, N, M
PHONE 32%.1182

f S
S A Yes, sir.
c[ﬂ_) Q So this computation would not be typical of the reser=-

voir either using the 55 feet of pay average on cross section No,
2 or on the reserves as computed on Lxhitit No. 97

A The absolute magnitude of the calculated vressure decline
would not, but the significance of it is applicable o any well
in the field.

Q Although this well, as far as we know, is the best
well {nsofar as net pay is concerned and not a typlcal well?

A Thatts right,

Q Referring back to Lxhibit No, 1} again, Mr, Young, it
appears that the five wells which Ohio has drilled to date have

been drilled in either the Northwest Quarter Quarter saction or

DEARNLEY-MEIER REPORTUVG SERVI

ALBUQUERQUE, N, M,

the Southeast Quarter Quarter section of each of the respective

PHONE 243.6691

. Quarter sections, would that be correct?

; '" | A Yes. g
- ‘ Q So, in effect, you have aciuklly drilled the well to
| date, including the No., 7, which is now drilling below 12,000
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is that correct?

PAGE 7h

fact on a uniform 80-acre 'spacin;:“;a:;é;;m T

A Of the completed wells in the Devonian, there is still
the one per Quarter section,

Q Yes, Vall, how &#touvt the Ho., 7, thorevs iwo wells
counting the No., 77

A ° The No. 7 18 not scheduled as‘a Devonian completicn,
its target is the Loa~Pemmsylivanian gas sand.

Q It will not zo to the Jevonian?

A Qur current plans are not to carry it to the Devonian
at this time,

e T was wondering how you would dedicate 160 acres to

those two wells, what depth is the Pennsylvanian encountered here?

A It*s about 12,300.

Q What about the Bone Springs, is it present in this area

also?
A Yes, sir.
Q what dopth is it7?
A The Bone Springs pay is about 9500 feet,

Q Of the five wells which have been, well, actually you

have four wells completed now a&s Bone Springs and Devonian duals,

A Thatts correct.

Q  And you have the No. & well, which is to be completed
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a8 a Pennsylvanian and Devonian dual, Your Ne., 7 will'be a dual

in the Pennsylvanian and Bone Springs?

A Yesn, sir.
P
: ;0 Q Or will it ke a aingle we
5y A That?s our current plan.
;
i =8 Q A dual in the Panngylvanian~Bone Springs?
: b
A Yes, sir.
PR
Q In moing into tha cost on these wells, you haven't cone-

sidered any other pay in arriving at your net payouts and return

per dollar invested and sc forth, hawve you?

A No, sir, I have not,.

Q Now, this 510,000 which is your estimated cost of &
well, is that for a single completion to the Devonlan?
A Yes, sir,

Q So, 8o far you don't have a single completion to the

Devonian, do you?
A No, sir,

Q So these costs, as related on Exhibit No, 10, are for a

DEARNLEY-MEIER REPOETING SERVICE, Inc.

T T e e

§§ hypothetical well which has not as yet bsen drilled then?
; '-~ 32 MR, COUCH: I think this is getting toward a legal
‘ T" question involved here, Hypothetical in the sense that it hasntt
| - been drilled, but very practical and very necessary ‘in this ] -

hearing, because in locking &t the cost for development of this

|

%

o
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pool under tho statutes of our stats, we must consider it as &

pool by itself. The statutes say it 1s not permissible to conside

the nther developments, the other possibilities that may or may
not exist in arriving at the proration unit for this evonian Pool
As a lepgal matter, that would boe my objection to implying here

We tried to

that we've tried to present something hypothetical,

present it as we conceive the law to ba.

MR, NUTTER: I will withdraw that question and ask

another one,
MR, COUCH: A1l right.

Q Has a 3510,000 well been drilled as yet as a single

completion in the Devonian?
A No, sir.

MR, NUTTER: I btelieve that's all, thank you.

MR. PORTER? Mr, Morris,
CROSS EXAMINATION

BY MR, MORRISZ
qQ Along the same line, Mr. Young, as to the wells that

have been drilled and are dually completed, has the cost of any
well been allocated so much to the Devonian, so much to the EBone

Sprinzs? Do you feel that such an allocation could be made with

any reasonableness?

A So fgr as I know there has bean no allocation of that

nature done, Mr., Morris.
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Q For purpbses of reccovery from any gi&en well thatts
been dually coripleted, iv will be hard under your sysiew of booke
keeping to [fisure whoen the Deveniph complétion has nald for itsclf
or when the Bono oprings cumpieéion has paid for itaclkl?

KR, COUCH: iire Morris, I don?t wish to be arbitravy in

i wil e

FARMINGTON, N, ™
PHONE 325.1182

interrupting, but this wiiness, 1 belleve, does not know the mathe
ods that our Accountinyg Department uscs to keep rocords and to kedp
bopka on allocations of costs in this manner. 1 just dontt be-
1ieve he has the information, and 1 donvt believe he's able to gide

you the way we would allocate it for the purpose of determining

payout. ‘These Iigures woirc proparsd tntanding to reflect wial we

thought were the lezal requiremonts determining the cost figurcs.
R, MORRIS: Mre Couch, do you not believe that

inasmuch as the wells in this area arc actually dually completed

and probably others will be dually completed, that it would be und

DEARNLEY-MEIER REPORTING SERVICE, Inc.

. f reasonable to ignore the fact that the cost of the well should be
" allocated between zones, and in figuring the cost of what a well
; . :é‘ to the Devonian is goinz to be you need to make such an alloca-
E ff §E tion to determine what the costs have been to date for this
| - 83
4 3
; e id particular zone?
, MR, COUCH: Mr. Morris, if I followed that, again, from y
: ~ the legal standpoint, I understand that the reasonable opportunit?
i ! . : . .
- to recover reserves from each pool is to be detsrmined with
EfJ
e
.
o
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relationghip to the costs for production from that pool, lio have,

in the past, tastlified as to the coot necesaary to be addad to
this 510,000 in order to dually complets the wells in the Bone
Spriles, for example, In other words, the actual deilar costs

have bhaen made amatterof rccord, the average cost in the first

FARMINGTON, N. M
PHONE 2325.1182

hearing of tﬁis cagss, I bolieve we had some testimony on that score,
Does thig avoroach an answer to the point?

MRe MORRIS: 1 Lelieve the point has Leen made. I'm
not poing to pursue that line any further.

Q (By Mr. Morris) Mr, Young, in response to Mr. Nutter's
Clyat Qqueztion vou answored that you believed the seismic infore
maticn you had in this area still to Le goed. Do you believe
that the Lea Unit covers the geolosic structure in this area that
is oroductive from the Devonian formation?

A Since the productive 1limits have not been défined; Mr.

¥orris, I don't believe thut question could be answared,

Q The Lea Unit was established insofar as posaible to cond

tain the production of acreage in the Devonian?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

et gg A It would be my opinion that the unit was put together
g ;T %E based upon that seismic picturs,
. i = R | And that picture has not changed to date?
| .
- A No, sir. "
: i Q Do you Eelieve that other Devonian wells will be drillef
a8
P - >
;@:_ :
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in this area but outside the vrasent boundaries of the Lea Unit?

A I am sure thero will bo wells dellled., A8 a ratter of
fact, thers is one drilling North of the unit now which is the
Toxaco Quall Federal tio, 1 in the Horthwest of the Southwest of

Section 1, Township 2C Jouth, PRange 34 Hast,

Q I8 that projectea to the Devonlan?
A Itts ny understanding that it is.
Q Do you feel that other welle thset mizht be drilled would,

be productive in the BDevonlian that would be located outside the

Lea Unit?

A Until drilling operations establish that fact, 1 donft
think anyone could answer that, lir. lorris,

Q Mr. Young, if the participating area is eﬁtablished &s
proposed onyour Exhibit llo. 1, is there any reason why the operatdgr
of the unit could not voluntariiy space his wells on a 160-acre
program without any compulsion from the (ommission as to whether
it would have to bs 40, 80 or 160, he could still drill his wells
on a 160=-acre unit if he so deslred?

A That is possible,

Q The only conslderation, then, would be the allowkble th#t

that well would receive to make it justifiable?

A What do you mean ¥justifiable®, ir, Morris?

- Q In other words, if an operator should, in his own mind,

B2 Rk AR
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decida that Iéowacre spacih@ was desirable within the unit and
that 80 was not, he éould, without any Commission compulsion vihate
soever, space his wells one well to a 160-acre unit?

MR, CCUCE: lir, lorris, if I ray intervens azain, whethe
er the operator could do that or not I think would denond cere
tainly on law questions w'th ra2gard to the plans of development

which we're required to file and obLtain approval of by the Jand

Commissioner and by the Unlted States Geological Survey with ree-

gard to the development of a unit. There would bz questions, inso-

far as royalty owners are concernsd, as to our obligations to
develup on some pattern different from that which the Commission
has designated as the proper proration unit, we feel, and there
would be the question of our obligation to drill any offset
wells that were drilled on 2 pattern different from that which
woﬁld te in effect under the proration unit fixed by the Commise
sion,

I think all of these things involve legal matters as to ths
obligations that could arise and the presaure‘that could be put o
the operator to develop the fiseld on a pattern that he himself
had chosen, and that had not received the sanction of this
Commissiong as far as the planniﬁg of the operator is concerned,
Mr., Young could certainly answer that question as to whether the

operator could successfully maintain a pattern. Under these other
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lecal obligstions, I think thers are some serious questions about

1t,
* MR, MORRIS: Thank you, Mr. Couch.

Q (By Mr, Morris) As you are aware, the Commission, in

g0-acre pools, has followed the pattern of giving one depth

FARMINGTON, N, ™M
MMONE 325-1182

factor to a LO-acre tract and then allowing just a single normal
unit allowable to be added on to that to arrive at the 80-acre
allowable, If the Commigsion should folloﬁ the same pattern in
arriving at the allowable for a 160-acre proration unit such as
you have proposed, you?d come up with gsomething considerably

less than the one and a half times the 80-acre allowable that you

have proposed, would you not?

A Yes, sir.

Q As a matter of fact, youtd come up with a factor of

-

12.33 for your 1l60-acre tract rather than 10.333 ‘that you have fo;

an 80-acre tract?

A Yes, sir.

'DEARNLEY-MEIER REPORTING SERVICE, Inc.

i
' 2e Q Following the Commission pattern?
P 2 ‘
g gg A Yes, sir.
_ 28
o <" Q Dc you feel that the allowable that a well on 160 acreﬁ
¥

7?' S , woulc receive with a factor of 12,33 would be toe low to
Ve

justify the drilling of wells in this area?

A what do you mean too low, ir. Morris? 1 didn't follow

T gt N Ce o
gy, agl T R R L L U S N D S TR
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your guestion,
Q Could you realizs an ceoonomic payout tased upon &
factor of 12.33 for a well locatoed on a 160-acre proration unit?

A Yes, sir, you could.

qQ You dontt feel that you would have to have 150% of an

FARMINGTON, N, ™
PHONE 32%.1182

80~acre allowable in order {or i{ to be cconomical?

A NO’ Sire

Q Mr. Young, has any thought been given to the institue
tion of & pressure maintenance project sometime during the 1life

of this pool?

A From all the available data at this time, MNr. Morris,

I think the nressure 1is goins to be maintained naturailly with the
extremely effective water drive that appears to be operating on

the Lea-Devonian,

Q You think that that pressure will be maintained to the

Y-MEIER REPORTING SERVICE, Inc.

é Eg econonmic limit of the pool?
: =,
: - [« A Yes, sir.
s ~ i -
o a Eg i§ Q Mr. Young, do you bslieve that one well on a l60«prora-
fﬁ; ) §; tion unit would recover substantially the same amount of oil as
- 29
4 . < two wells in that l60-acre unit spaced and developed as though
:ﬁ they were on 80-acre proration units?
~ A In my opinion therse would be no measursable difference, g

Q No measureable difference?

. ) . . e
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A Nig;, gir, I recoé;i;;4iﬁd’féé;”tﬁéﬂ thefo’éu6ghcféhtﬁdi
volleve otherwise, but my upinion ls there wdn't be any noasuroabl
Cortainly there wouldn?t be enough additicnal oil rocovered to
Justify drilling the second welle

MR, MORRIS: I Leliove vhat?s all, thank you.
" MR. PONYER: Anyone else have a question of the witacss?
FMR., COUCH: I would like to ask a fow questions, 1f I
may, to clarify on redirect, lir, Porter.,

MR, PORTZRS Yeﬂ, gir.

BY MR, COUCH3

Q. Mr. Young, for purposes oi clariiicaticn, nrinaioally
with relation to the contouring shown on iixhibit 1, in addition
to the correction you made of the 265 feet, did you also make
some slight changes in the minus 10,700 foot contour as & result
of information from Well No. 67

A Yes, sir, and also a slight adjustment from information

obtained on Well No. 5.

Q That simply had the effoct of broadening out that
minus 10,700 contour, did it not?
A Yes, sir. Thers was also a slight revision in the

minus 10,800 foct line in the vicinity of United States Smelting

Qe

Ko, 1. It had a tendency to pull it in slightly.

j.~ P




PAGE B

Q Those slight differences would be readily anrarent

from comparing this Exhibit Ko. 1 with the ¥xhibit 1 in the

origzinal caso?

| ‘G A Yes.
6=
\ E% Q That actually had the original zeophysical contouring
Q 7
g "
- =~ on it?
)
&3 A Yes, sir,
—~
< Q And the difference being, then, in the numbers that
‘ =
. “ were shown as to the subsea?
r
A Yes, sir,
Q With regard, now, to pressure differentials recorded on

these tests,'l would like for ue to try to clarify just a bit the
pressure differentials that cecur during the time that a single
chart is in {he hole in one of these Amerada bombs., The dife
ference between the pressure differential shown there and the
pressure differential that's recorded at the end of one clock

and then when you changse the bomb and run another chart in the

DEARNLEY-MEIER REPORTIN(

ALBUQUERQUE, N. M.

hole, you get a different pressure reading at that time. What's

the difference in the last case where you change charts

PHONE 243.6691

and pull the bomb out and run it back in the hole with a new

chart?

A The bomb is giving you a different'abaolute magnitude

~ in your pressure.
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Q In othaer words, it's starting at different numerical
points?
A Yaes; sir,
Q The bomb is subject to some error there in the record-

ing of this initial absolute pressure when it?s put in tho hole,

FARMINGTON, N, M
PHONE 325.1!182

is that right?

Q Vhen that clock is in the hola and the bomb 1s then ree

cording pressures, what about the relative pressure changes shown

on that chart during one test? Is that subject to this same pose

sibvle errori Is thiz absolute pressures now or is this intendad

to show relative pressure change?
A It tends to show the relative preassure change.

Q Not svbject to this initial recording error of absolute

pressure?

A Well, certainly not to the magnitude of the absolute

pressure change f{rom one chart to the other,

Q Was it then because of the recogriition of this differw

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUGUERQUE, N, M,

ence betwuen those two situations that you did attach:mreaimportaéce

PHONE 243.669)

to amaller pressure changes recoxrded during a continuing test on

- one chart than you did to those pressure changes which occur as P

a4 result of changing charts?

A Yos, sir.

K IR e D R R R
v lv—--m . '.——. S
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Q With repgard to the baals for the reconmendation of one
&)

and a half times the normal &U-acre aliowavle, are you awars

whoe Commission

whether in the past in dU=acre pools in thisg State
has on one or more occasions filxced ao allowable at one and & nelf

times a LO~acre allowavle {or those cG-acre pools?

FARMINGTON, N, M
PHONE 325.1182

A Ne, sir, 1'm not,

Q Mr. Young, it haa been pointed out by crogs cxamination
that the Ohio did not drill; after the test wells did not drill
{¢s subsequent Devonian wells all the way through the Devonian
pay section. Do you know the reason that we did not?

A in my cpinieon that is a conservation measure in these
water drive reservoirs, by not penetrating to the water-oil cone
tact, if there is fractures, you would have less likelihood to
produce water prematurely,

Q And you would be, try to be doubly safe and prevent that

Y-MEIER REPORTING SERVICE, Inc.

3 Eg poasibility from occurring?
Z, | |
, o A . Yes, sir.
i ,
E§ 8 Q It certainly wasn't any sort of effort to fail to vroduce
! i o any oil out of that Pevonlan?
; 38
: &I '
i 8 A Thatt!s correct,
Q And with further production history and further develops ' P

ment, these wells could then be deepened, couldn't they?

®

A Yes, sir,
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Q If we were satisfied that the lower portion of the pay

was not being produced by the existing well?

A That's correct.

Q Mpr. Young, will you refer to your &xhibit 10, 1 believe
1t is, with the schematic drawing of the cylinder.,

MR, NUTTER: 2Zxhibit 11,
MR. COUCH: Exhibit 11, Thank you, Mr. Nutter,

Q If, in that schematic drawing, instead of using 98 feet
of net pay you had used 55 feet or some smaller amount of net
pay and had then computed the recoverable reserves within the
cylinder area covering the 251 acres, could you tell us by csti-
mate at this time whether the calculated pressure drawdown would
havebeen greater or less than the drawdown of 1150 psi which ycu
calculate under this particular example?

A Wwith less net pay in this calculation, the pressure
decline would be greater than is shown in Exhibit 11.

Q That is with the same cumulative withdrawal from it?

A Yes, sir,

Q So that this is an example that could be applied, this
same formula used, using the cumulative withdrawals of any well?

A Yes, sir.

d: And the net pay of that well?

A Yes, sir.
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Q In selecting Noo. 1, 1t had the most cumulative withe
drawal of any or the wells in the flield, didn®t it?
A Yes, gir,
Q By taking the well with the greatest cumulative proe

duction, would that be the well that you would expect 1f it had

FARMINGTON, N, ™
PHONE 325.1182

a limited draining area that it would have a greater pressure

decline?
A Yes, sir,
Q Is that one reason you chose %Well No. 1 for the example?
A Yen sir,
Q Mr, Young, do you have any actual cost figures, or what

it cost Ohio and the non-operators in the unit to drill to the
Devonian and make the Devonian coupletion in some of these

wells, exclusive now of any cost that was ixncuired only for purposJa

MEIER REPORTING SER VICE, Inc.

of dualing?

L
Eg A I dont't btelieve 1 follow the question, Mr. Couch.
E% Q Do ycu have any actual cost figures of what it cost to
: — E§ 2% drill any of these Devonian wells, any one of those wells, §h0
55 ﬁ g; actual cost to drill it to and complete it in the Devonian forma.
4 i@ tion?
VIT A No, sir.
- ) 2 Q Do youyhavé any cost estimates on what additional cost

was required to dually compleie these wells? : | .

Sy e
x .
%
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A The averace cost of dually completing these wells in
the Bone Sprinzs is ;25,000.00.
Q Do you have any actual total cost fizurce for any one

of these wells for the total coat ofit, including the llone

Springs dual?

e
FARMINGTON, N, ™,
PHONE 325.1182

f A Yes, sir.
Q W1ill you give us that actual cost figure and which well
it was?

A The No. 1 well dualled into both zones cost $657,000,00,

Q All right., Do you have any actual cost figures on any
other well?

A The No. 2 well cost $541,000.0C,

Q Any other cost [igures?

A No. &, $515,000.G0,

Q Keap going, you have got them.

Y-MEIER REPORTING SERVICE, Inc.

S A No. 5, $559,000,0C, Those are all actual cost figures
- §§ that it cost tb dually complete those thres wells, I have an FEA
,_ g :é cost on the No., b,
; “j g; Q That's the one that's recently completed?
% N 52 A Yes, sir.
% - Q vhat is the FEA cost? A $572,000,00,
Q Thatts dualled into the Pennsylvanian?
A This's the estimated FilA cost for the Devonian-Bone Springs.
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Q That's rleht, the well was origirally polanned that woy?
A Yes, sir.
Q In arriving at the average cost of $510,000,00 that you

talk about, did you use those actual cost flgures you have Just

FARMINGTON, N, M
PHONE 325.1182

. given?

A T used the average cost f{lgure exclusive of Well No. 1.
;“ Q You said you usdal the average?
- A I used the actual cost figures exclusive of Well No. 1,

Q Why did you throw that out?

A Because it was so much higher than the others by a

hundred thousand dollars,

Q You wanted to get a realistic figure?

A Yes, sir,

Q What else did you deduct from thera?

A | The average cost without No, 1 of the five wells 1s
$537,000,00,

Q How did you get down to the 510,000,007

A The cost to dual an existing Devorian well into another

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

zone is $25,000.00,

PHONE 243.6691

Q At least that*s the Bone Springs?

- | A The Bene Springs. 7Therefore, the estimated cost for

Devonian completion would be 3510,000.00.

Q Thét assumes that you have no problems in making thils

o _ | . R
Lo - )
L o

L - : : R~ 7 o , o U
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s dual complet.ion?
A Yag, 8lre
MR GOUGH S Tpank yobe { vpelieve yhat's alle
iz ¥R, PORTERS e ULZe
%
; B 1% RECROBO. eyt 108
S if
iy P BY MR. Unzs
\ : %3 Q eihat 18 the depth of the bone Springs ip this area?
B Pt
i [ 20
E "E A Approximately 9500 fcets
-
' v Q The Pennsylvanian'z A 12,300.
i ' U ;
Fo E MR, UTZ3 Thank YOUs thatts alle
v [ arte T ORTTERYY Anyone else have a question? The witness
4
} ds
g may be excuse
| (Witness excusede)
a ,
"" E MR PORTERS call your next Witnedd, Mre. Couche
b E MR gOUCHS Hre de e wheelel jg to ve cur next wit;ness
- = wLRLE
i '_ZJ| Q’ D! (] DuLLIR
) E:Q called a8 & witness, navinz veen fiprst duly gWOTTly restified a3
o i -
? ;ﬂ z'% f -
- = -;?:; ollows:
v £y OTReGy SxhMIHATION
il So
"_,I
. * £y MR, COUCIL:
. Q will you please gtate your names gir, and your position
- with the Onio 011 Company?
-
- A jiy name 18 Jo Do wheelsr. 1'T the Division venager of

| B

nnnnn
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the Houston Production Divislon ¢f the Ohic 011 Company. The
'] Houston Division includes all of Hew dexico, with the excepiion
‘ of the Northwest Quarter,
b1 ~N
it Q ¥r. vheeler, you have considered, I'm sure, the fce
7 &
om
‘ 2w Unit very carefully, haventt you?
; s 2‘1’
.§ o A Yes, sir.
"h'l
5 8 Q And from managemem® standpoiit, do you have some CONe
gon ~
; é ments that you would like to add to this record today?
AR % A Yes, sir, 1 do have,.
& v . .
X Z Q Would you please proececd?
L‘_\} : A Some thirteen months azo at the hearing for tewporary
S
- % 80-acre spacing 1 outlined our development plan for the Lea Unit,
C; T stated that while we were asking for 80~acre spacing, it was
jx N .
;” - ﬁ our intention to step out 16C acres at a timo in order to evaluatel
- R
;}Mﬁ S. the various reservoirs as quickly as possible. This has been donel
g,;\s E insofar as the Horth end of the field is concerned.
N
- § e title question in the South end of the {ield has pre-
o i
g g ;% | vented similar development in that area. While englineers have
w o
2=
¢ £ been gathering the data which has been presented here today,
- £§
. L
by 8 management has been concerned with other problems, and it is abou?
‘ those matters that I wish to speak briefly today. The problems
- like monéiy, how much money 1s going to he allocated to the Houstony
‘ __ Division. How much of that money are we going to have to spend

A A R g s T
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|

!

I . for develbpment wells. How nuch are we going to have to have left
[ to drill wildcat wells, and similar problems.

" Slightly over two years ago I also apncared before this Couw
migsion in connection with our request for 80-acre spacing in the

Bluitt-Pennsylvanian fileld, since merged with the Allison-Pennsyl-

FARMINGTON, N, M,
PHONE 32%.1182

vanian field. The Commission granted that request, and I%m happy

to say that uniform development has resulted, the field is

essentially completely developed and is performing in the manner
thui indiocztes the fleld will be proverly devleted and the
operators are making money, |
The Ohio 01l Company has drilled a total of 122 wells»in-
this field and a number of them part interest, with Chio as an
- operator. This development cost approached four million dollars,
éHad we drilled one well to 40 acres we wuuld have approximately
doubled our development costs,
With the economics of that field in mind, I'm sure we would
not have drilled on each 40 acres, ' ithoﬂt the protection of

the 80-acre order I feel sure that unnecessary ..lls would nave

N, M,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

bean drilled. Recently we completed & 15,000 foot plus Devonian

ALBUQUEROUE,
PHONE 243.669)

wildcat in the Wilson Pool of Western Lea County a few miles South
L of the Lea Unit, at a cost of over six hundred thousand, Thea cost
?3‘ of drilling this expensive dry hole, of course, came out of the

company till, but actually the money was in the till because we,

N ! B 4 Lo
" - 9
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in this division, with the help of this Commission, refrained
'w from drilling unnecesasary wells in the Allison-Pennsylvanian field}
Last month at the API meeting in Chicago Lyon V, Terry of Laymon
Brothers, New York, zave a naper before the production group

entitled "The Producerta Problem of Diminishing Returns®, The

FARMINGTON, N, M
PHONE 325.1182

paper was primarily presented to point out some of the reasons
that oil stocks have lagzged bVehind on the securities market,

Some 1tems from his paper seem to agres with my analysis of
our problem here voday, and while these are not exacﬁ quotes, any
figures that I use are quotes from the papef. Mr.ATerry stateu
that the squeeze is on between the constant price of produced

crude and the ..ucreasing cost of finding, develoving and producing

PORTING SERVICE, Inc.

.
4

3 | =
‘§‘ o it., Figures pieasnted indicated the spread between these two
i >
e = figures has decreased from $1.70 per barrel in 1948 to $.35 in
:‘«; hq
T 1957,
>
) Eg While thoss are the last figures, there isntt any reason to
- §§ think that the situation has improved any since 1957. Three
L i
g;§f Eg :g solutions were mentioned for overcoming this dilemma, One waa an
L rem i
b éf increase in price., Second was cut the cost, third was to go out
- §g
L :i of business, A number of smaller_companies in recant years have -
P found the situation so tough that they have sold out. Of course,
{ }n - ‘
- there isn't too much chance for increasing price with the great:
: t: amount of foreign crude that's available at a lower price than v - ﬁg

@

T
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wetre able to produce ocur oil, Therefore, it's cut costs or else.
Many corpanius, most companies, In fact, have alrcady taken
rany steps to cut costy, stroamtining cornerate organization; reo
ducinz personnel, installatlon cf automatic compulers, and 8o
forth, The remaining major oprortunity is te reduce the nwiber ofl
development weclls drilled to deplete a reservoir. Frequently
wells unnecessary for ressrvoir drainage are drilled for the gole
purpose of increasing the overatorys daily allowable. Iliow, Tsrry,
1% hiz nenar. recommended an allowable that would be based 100%
on acreage. In other vords, he rccommended that if you drill on
160 acres instead of 8C acres in this field, you should get doubld
the allowable. Of course, that would be a real fine arrangement
financially, but we 2idntt aee it to make that recommendation.
Mr. Younsz did reconmend one and & half times the 80-acre
rather than the doutle that Mr. Terry had suggested. We believe
that double allowable under the present supply and demand situl-

tion would give this field teoo sreat an advantage in the competi-

tion for allowables and markets.

L d

On the other hand, theré must be some additional allowablse o1
present worth figures would make it advisable Lp over develop the
proverty., Our request for 1l60-acre spacing is definitely not &
hardship case, as indicated by Mr. Young's EZxhibit No. 10, which

shows a %568,000.06 profit per well, or a 1.1l to 1 profit io

®
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investment ratio on gO-acre gpacinge. Howover, jv 1s my Ciyrmn con=

viction that the oil industry 18 ghirking 1t8 duty to its couniry

and even tO the state {n which it operates 1f we fall to

™,
82

eliminate the driiling of unnecessary wells when the physical

facts in the case indicate that such elimination will not result

FARMINGTON, N.
PHONE 32%5-11

“4in the reducing of ultimate recovery Lrom the fielde railure to

, Inc.

eliminate he dritling of unnecessary development wells results

in increasing the cost dipadvantage vevween the domestic and

foreign oile.
Tt causes pudget money that should be gpent in drilling

wildcat wells to be spent on devalopwent wellse mi1s  in turi,

cuts down on the available reserves of the country by reducing

- the discovery rats. The additional development walls will, in
turn, deplete the'alréédy disccveraireserves_at a Faster rate, 80
once again 1tm bvack here with the same plea 1 made & couple of
years 880, which was, when justified, wider spacing for develop=

ment wells and closer gpacing for wildcails.

DEARNLEY-MEIER, REPORTING SERVICE

E i% 1 think that completes what 1 had in mind saying.
? 'éi MR. COUCH?® jhank yOue Your witnesg.
- 3§ “Re PORTERS Anyone have a question of Mre. wWheeler?
- e MR, MORRIS: One guestion. , | 4
- ¥R. PORTER: Br. Morrise.

CROSS ZZAMINAT ION
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BY MR, MCRRISE

Q ¥r. #heclor, BSOS discussion
vwas on the siand to the orabler
that have been dually conrl et ede

comment on what the Ohints pract

be done in that regard?

A Mr. Morris, that ce
My own opinion 18 that since

pavonian in order toO produce the Dev

peservolr that. has the real

allocate the cost of 4drilling an
Devonian and then charse to &
dual completione 1¢ can be doneé in any
strictly up to the Accounting D

Q You wouldntt allocate

reasonable equal return on you

pools?

A Oh, I don®t velieve

I would think we would probabl

of drilling the well to the

Q You charge about $5

$25,000.00 to the Bone Spri

A 1 think that will nake the pest plcture for both

wae gziven when Mre Young
of allocatini cost vetween wolls
e wondering 30 you could

apd whatl you fagl should

uld bte done in a pusber of wayse

we have 1o dril) a well 1o tho
onisn, and since ihis ie the
regarvas, that.ve would probably

d completing the well to the

- wmsewunir the COSY of the
numbexr of ways. Itts
opartment how they want to CAITY ig
“the cost to each pool vased upon

r investment from eazh of the two

we'd be that vrecise about it, noe
y charge the cost to the Devonian
nevenian and completing 1t.

00,000.00 to the Devonian and about




PAGE  0g

FARMINGTON, ‘N, ™,
PHONE 325.1182

SERVICE, Inc.

ry
F

DEARNLEY-MEIER REPORTIN

ALBUQUERQUE, N. M.

PHONE 243.669}

reasrveirsg,
MR. MORR1S: ‘thank you,
MR, PORTER: Any further questions? You may ve excusecdg
(Witness excused,)

MR. PORTER: Anyone sise desirekta oregsent any testis
wony in the case? Yhe Commission will near anybody who would
like to make a statement at this time.

MR, BLACK: C. R. Black with %texaco, Inc, out of Mid-
land, Texas., As brought out in tcstisiony in this case, 1 exaco
is presently drilling the Texaco Quail FKoderal No, 1 immediately
North of the Lea Unit, It is anticipated that the well will he
duglly completed in the Lea=bevonian and Lea~Bone Syrings. foxaceq
believes that the evidence presented by the Chio is certainly
indicative of the fact that & well completed in the Devonian
reservoir is capable of effectively and efficiently draining in
excess of 160 acres.

Texaco will always urge that the widest and most {easible
spacing pattern for the initial development of any reservoir be
established., Texaco helieves that if the engineering data that i#
gathered &s the pool is devéloped will not support the wide
spacing pattern, it is never too late to co&é in an& infill
drill in order to prevent physical waste,.

On the other side, if the reservoir is developed on a closer

&
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spacine pattern éﬁ&wa wid;r spacine pattern would have cfficlently
and effeetively drained the reservoir, it is too late then to
recover the investment cost of drilling these unnecessary walls,

In this particular case tha drilling of one unnccessary well
regsults In an investment loss or economic waste of aprroxirately
£500,000,00, Texaco helieves that this Snvestc.ient could bz used
by the in®istry for the exploration and development of other
regervoirs in this State, and would certa{nly be an aconaomic
benefit to the industry and to the State of New Mexico.

Therefore, Texaco, as a prospective operator in the Lea-

Devonian field, wishes to concur with Ohio’%s application for
100~ucre spacing and respéctfully urges that the Commission approvL
the application as submitted by the Ohio 0il Gompany.

MR, KASTLER: Bill Kastler from Roswell, New Mexico,
appearing on behalf of Gulf Cii Corporation, Gulf is & none
operator and participating party in the Lea Unit. As such, we hav%
a direct intorest in thls case, e believe that the Ohio 01l
Company has presented a reaéonable interpretation of the facts
as they appear to exist at this time, That the drainage pattern
of Well No. 1 as an example appears to be greater than 80 acres,
indeed it aprears to be justified that it is on the 251 acres

claimed, or perhaps even greater,

¥Ye, therefore, concur in the requeat for 160-a9ro spacing

e T - T
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in this pool, and we alss concur in the coequest for one acd a half

y

times allowable, Thank yvou.

MR, PORT®ER: 1!r, Anderson,

FMRe ANDERSON: s it hag besn pointed cout, In the course
of thias hearing toduy, all, or at least the greater portion of the
acraeage that I1s involved in this application is in the Leu Unit
arsa which c¢ongists mostly of Federal lands with one or two tracts
of State of New Mexico land, UHow, the wide spacing, or mayhte we
shouldntt call it wide, the wider than usual spacing that is
sought by Ohlo is not inconsistent with the principle of unitiza-
tion in which operations we feel that we shouvld get the greatest
récovery‘Of 012 or goe without drilling unnecessary wells,

At the present time, as established by them, wetve got five
Usvonian wells drilled in the northern third of what looks like
is the lLea-Devonian Pool, From the evidencekput on, Some Drassure
surveys indicate that drainage does occcur over a largerlatersl
distance than that which would be necessary for drainage of some
gsort in a 160-acre spacing if we considered per radial drainage,

Other pressure infamation appears to be inconclusive. The
160-acre spacing for oil is 8 departure, to my knowledge anyway,
of any of the or&ers that have baeen issued by the Commissaion,

Of course, we do have some unusual circumstances, One cof them

that ig foremost in my mind is that the entire area; or at least

&
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probably all of the area that, or vossibly, let¥s rake 3T
provably that will be productive In the Ohio, at least based on
what information we have now, e unitlzed.

Anoiher tning is that this bDevoniar production lies at the

greatest depth of any oil production, at least so far as 1 know,

conslidered the mattercf

P R Y o

in New Mexico., We,3dn the Survey, havs

FARMINGTON ~N “
PHONE 325.1182

spacing} as far as ),0-acre spacing 18 concerned, why none of us are
"""" thinking about that at 8ll, We feel that we certainly csn forget
about that 4in the Lea-Devonian. Ve feel that the evidence today
has put out a good case for 160-acre spacing, certainly as good &
case as could be made for it at this time for 8C-acre spacing in
any of the testinony or any of the knowledge that we have c¢f the
field, and I think some of you will recall that when the applicse:

tion for Devonian participating area and the Bone Springs partie-

cipating area was filed with the Survey, we had discussions at

Y-MEIFR REPORTING SERVICE, Inc.

some length of the reservoir characteristics, and all of the

P ,,, g geological information that was available at that particular time

i3

“‘” ;g 2 | and later,

N .

b gx So, based on what knowledge we have of it, and the testimony

[ 3 here today, we feel in the Survey that it would be both desirable

b .
“"{ and avpropriate to develop this Lea Pool on l60-acre apacing, at

b,, least until such time as we have the entire productive area

developed on that basis, Then, if the necessity exists for drilling
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inf111 wells on an BO-acre pattern to take care of probably some
of the geolosic or reservolr characteristics of which we are

unaware today, we can zo ahead and do that. We can't undrill them

1f we go on 80-acre syacing now.

As far as the requosted allowablc is concernad for 160-acra
tract, it seoms to me that the allowable requested, one and ono
half times the norrmal allowable for that dapth, would certainly
not be inappropriate. So far as the Gsclogical Survey is cone
Jcerned, we fael that 180 acres would be appropriate in this case
and we recommend that the Commission adopt 1t.

1Y o) UNDDTO o Ii‘ e DNammd ooatAan nlanan T hava n talaa

MW  SANCAEY AN & L P o o I

gram from Sinclair O1i1 and Gas Company simned by Mr. Joe lefford.
#Sinclair 011 and Gas Company concurs with Ohio 0il Company in
recommend ing 160-acre oil proratiocn units for the Loa-Devonian
Pool with a top allowable of a regular AO-acre depth factor.
allowable plus three additional unit allowables,

MR, COUCH: 1 have a closing statement,

MR, PORTER: Mr. Couch.

MR, COUCH: I notice & little consternation there, I
don't know what Mr, Mefford means when he says the three sllowance,
Maybe he means the three 80ts, With respect to allowance, and

without criticism of Mr, Mefford, I wasn't sure what he had in
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mind. I would like to say that the recommendation o one sod &
half times the allowable has had supnort in the past i that thora

K are fields in which 80 acras wors approved saveral years azo, T
l 2% | velleve there are two of them in Wwhish tha Commisaion saw flt to
/ 0 ~
| i
: ;‘—2 grant one and a half times the %L0.acre allowable for the wella as
G EF
=" developed in the field on A0%y.
‘ % MR. PORTER: One was one and a half and one wag two.
ot
é MR, COUCH: One was double?
a KR, PORTER: Yes, sir. I don¥t belicve 1it%s producing
- % under that arrangoment at the present time, hut that was the
e |
&~
& original order.
] Ql
1% M, COUWOHe T think that's cerrect. It was, I would say,
< principally for this reason that we arrived at the one and a halt
- ac
%’; times figure, Actually our approach to the recommended allowable
=
= was tc attampt to ascertain what these wells could sfficiantly
. .
s .
€ provide without waste and to consider then the modilicatisn Mr.
o~ h"‘l .
‘;.fi — E Wheeler has suggested of being certain that this pool was not
w f -
= 12 going to receive more than itg fair share of the allowable in the
o) o
£ | southeastern part of the State, and using that with its past
e 3z ,
e > 29 '
2% | history of the Cormission is where the one and a half figure came
- from,
- I*ll also say this, that Mr. Wheeler has, I think was waiting
for me to ask him a question, I thought he was going to say it g

-
~ 4

T
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on his own uP there. That, 10 thig ¢aseg, 1f the commigsion BHOuLS |
|
|

feol thal the one and & nasf 1ines 15 Loo much for any reasons the

o

PR

s v . . - - . 1 .
‘ ohio, &t 1easl, »oF 14, is aot gualiiied nere tO gpeak Lor Lhe

.
L
2

PHMONE 22%.118

other owners in Lhe field, aould not phject to & hundroed Sivvy=

acre allowable vaged on WO additional normal allowables plus the

-
FARMINGTON, N.

present 80.

¢e think that the field will justily the one and a half times

ICE, Inc.

allowable, and that was Lho basis for our reconmendation but we

recognize ghat there 18 room for difference in consideration hera,

and 1 wanted our position to te shown in the record with regard

ro the allowable gituations

1 have here three letters that 1 wouia 1ila to put 1n the

records one from Bdwin Be COX and Bdwin 1, Cox, one from prilling

and Exploratlion Company, inces ana one from pure 01l Companys all

being working jnterest owners in the Lea Unit, and aiso O adviae |
the Commission ¢hat the other working jnteresv owners, Je Hammond
and W. To ROSS and wife have besi pully notified of this hearing

and are aware ol what has veen proposed and have indicated their

DEARNLEYJHHERHREPORTHW;SERV

ALBUQUERQUE, N. M-

lpproval of our proposals.

~PHONE 243.669)

1 offer these thresé latters as exhibit 1L in our cass.

1 think

Those three lettvers also approve what we're asking fore

yirtually all has been said that‘could pe said oTf needs to e

said at this time. 1%m not going to attempt 'O gummarize the
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~which was a Devonian Pool, and the Begley-Silurc-Devonian Pool,

data or advert to it or further evaluate 1t, JItts there, It
speaks for itself, 1Itll just rake this one obscrvatlon. e have
here brought to the Commissicn all of the available data that we
have., Tho *nterflerence test did not show the dramatic pregsure
decline that perhaps would have made this a very obvious and fat
case, what they did show was in the reverse, that the pressures
and the permeabilitiesg in this roservoir, the effectiveness of this
water drive is such that you Just can't get any dramaitic drawdown
betweaon these wells producing at these rates,

With that we commlt to the hands of the Commiasion our

applicatibn here. 7Thank yow, sentlemen,
MR, PORTER: I would like to go further with my statee
ment of facts for the record. Concerning the fact that 1t was

Sos)
-

established from 80-acre pools, as I recall in the Knoiis Icz

the factor of one and a half both came about prior to the estabe

lishment of 80-acre factors. e had no 80-~acre factors in existe

ence at that time,

Does anyone else have anything? The Commission will take th*

case under advisement and we will take a short recess.

®
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~ i% 1, ADA DEARMLEY, Court Reporter, 4o hereby cortify thot the
E B gi foregoing and avtached transgript of pirocecdings petore the How
‘ 3% E% Mexico Oil Conservation conmisaion at banté Fa, New Mexico, i &
} ?ﬂ Y grus and correct record o the best of my knowledge, ekill and

ab 114itvy.
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Citnd X tes

7Totary Public-Court Repo%r

mny commission expires:

June 19, 19630
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= BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
December 19, 1962

REGULAR HEARING

IN THE MATTER OF: C(onsolidated (Reopened)

FARMINGYON, N. ™
PHONE 325-1182

) |
) cassd11s. i
Application of The Ohio 0il Company ) CASESZ 2118

(now Marathon il Company), for 160- ) 2459
acre proration units in the Lea~ )
Devonian Pool, Lea County, New Mexico. )

" e ew e s Ew em aw M3 S e S G s M SN Sw S Am em  am  wm

BEFORE: Honorable Thomas Bolack
Mr. A. L. "Pete" Porter
Mr. E. S. "Johnny" Walker

TRANSCRIPT OF HEARING

SANTA FE, N. M,
PHONE 983.3971

MR, PORTER: The hearing will come to order, please.

DEARNLEY-MEIER REPORT/NG SERVICE, Inc.

" We will hear next Cases 2118, 2459. I believe the cases have
t; been consolidated.
’ilz MR. DURRETT: Yes, sir, that is correct. Theée cases
Sy have been consolidated and they have now tccen reopened, This
jt _ is application of The Ohio 0il Company, which is now Marathon
%” ;§ 0il Company, for l60-acre proration units in the Lea-Devonian
: g% Pool, Lea County, New Mexico.
: 30 ,
i “ MR. PCRTER: Mr. Couch. ’
j ! MR, COUCH: If it please the Commission, Mr. Chairman,
-

J. O. Terrell Couch from Houston, representing Marathon 0il

vl

Company, better known in these parts as The Ohio 0il Company.

"7

v
-

T b BRI B e
|

.
8
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—The ;ecords of the Commission will show that Atwood, Malone
of Roswell have entered their appearance in these consolidated
N cacce and have stated in that entry of appearance that Itm
4 ;E associated with them in the presentation of the case. As stated
'3 g; in the announcement of the case, this is a reopened case, heard
i + 20 )
:S) < today pursuant to the Commissionts direction in its order of
i
’ 3 ! @ last December that we appear here today prepared to prove the
’ §‘“’ 5 size of the proration unit on which the subject pocl can be most
; fa LJJ) efficiently developed, and the consolidated cases as presented
| ;i % last December also included the question of the determination of
| 8 E ‘i an appropriate allowable for the wells in the Lea~Devonian Pocl,
: {3 § Eg so that point was also within the scope of thé ‘hearihg, and we
fi = i will expect to go into that today as we proceed.
zi g Since the last hearing we have drilled additional wells,
: H § and pursuani tc this direction of the Commission we have
1 )
- ks : assembled other data concerning the pool and it's production in
by -~ an effort today to present the very best evidence that is avail-
z’ ;:% :é able to enable this Commission to make a finalj determination
5 bi = §§ concerning spacing, proration size and factors for the Lea-
: : §§ Devonian Pool whichall of us realize it is still todéy, it v@.s
;’"‘ over two years ago the deepest oil production in the state.
;. ﬁ : We will attempt to present our testimony as rapidly as we g
Z . can do so without sliding or going by anything that is pertinent
-
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here and W€ will have today only one witness, who will be Mir. ROY .

jod

Mive DORTRERS Mr. Young, would you stand and be SWOTrN,
LS ! 2
i= please: ]
’ - iy (Witness sworne)
i g %k
“ ‘ = MR. COUCH: Before proceeding with the testinony of Mre
i " B % Young, I would 1ike to make this further statement for the
p Py
f é recorde. That since this acreas® 1q within & unit and jncludes
E ‘ wn prlnclpally federal acreage, one of the tracts veing state
| -
‘ - % tracts, V€ are required under the federal rules to file applica-
f b
1 E zz g; tions ¥ participating areas for each of the producing reser-
it @
\ Q §l _
1 % < voirs, producing fields in this unit area. AU sha last hearing
Zo
ITe) w X .
: = we indicated and reported the size and the shape of the parti- \
5 s M — \ cipating area for wnich w¢ nad sought approval from the United
| - =
> 0 = gtates Geological SarveYe This applicat-ion has been returned 4
| DA \
S . . N . . a2
{:1] to us without action and i1 ;ts place We pave filed 2 new a7%
Copd -
e E different composite applicatio’n for revised pevonian participat—
T < ;- . . s .
L‘ =) ’ig ing arease 1 say this pecause 1t will help Lo clarify some of
‘ =
b %i the posture of the evidence the witness will presente
.
Y 53 ROY M. YOUNG
. 3 /
" called as @ witness, having been gipst duly sworn, testified a3
oS
. follows:
4 TRECT EXAMINATION

g
el g

-




F.....-......FEIIIFilIIIIlIIIIlﬁII—lIlIllIIllIIllIIIIIIlIIlIl-.---u......-.-...--.------__--

PAGE 5

BY MR, COUCH:

Q Will you please state your name, by whom you are em-
3
ployed?

A My name is Roy M. Young. 1 am employed by Maerathon

0il Company as reservoir engineer, a position T have held for

FARMINGTON, N, M
PHONE 32%5.1182

approximately eleven and a half years.

[ .
Ak e i

Q Have you previously testified before the Commission,
S L
FL Mr. Young, as a petroleum engineer?
{i A Yes, sir, I have.
#

MR, COUCH: Are the quali.fications of the witness

R hr s

acceptable?

com  mAMMED. .
M. I'CRTER:; Yee, =ir, they are.

SANTA FE, N. M
PHONE 983.3971

ke -4

Q {By Mr. Couch) Mr. Young, have you previously testi-
fied before the Commission in hearings on the Lea~Devonian Pool

and in these conscolidated cases?

= W

A Yes, sir, I am the same Roy M. Young that testified

[ I

before the New Mexico 0il Conservation Commission original

DEARNLEY-MEIER REPORTING SERVICE, Inc.

e 22 | hearing of Case 2118 in'1960 which resuited in Order No. R-1826,

¥ §: granting temporary 80-acre spacing and 80-acre proration units -
$3 . ’
it for the Lea~Devonian Pool.

s Lot S
. s

I also testified in the consolidated Case 2118 and 2459 in

e

1961, which resulted in Order:R41826—A,‘granting temporary

L fows

160-acre spacing and 160-acre proration units.

G e | AT R AR A 5 T S L

N A

e e e et e - -
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Q Mr. Young, since the date of the last hearing, Decem~
) ’ . ) ) ‘ . i
ber 21, 1961' howa ron continued fn stndy t.he available engineer—

ing, geologic data from this pool?

A Yes, sir, I have, These studies were directed in de=

. termining the proper well spacing, which in my opinion should be

FARMINGYON, N, ™
PHONE 325.1182

applied to the Lea-Devonian Pool to prevent waste and to pro-
tect correélative rights, to encourage rapid development of the
pool and to aid in the drilling of unnecessary wells.

Q Mr. Young, have you before you a copy of a document

marked Marathont's Exhibit No. 1 in this case?

A Yes, Sir; I have.

(Whereupon, Applicant's Exhi-
bit No. 1 was marked for
identification. )

5.NTA FE, N, M
PHONE 983.9971

Q Will you please identify that and state briefly what

T

it is?

A Marathonts Exhibit No. 1 is a map of the Lea Unit area

located in Towmnship 20 South, Ranges 34 and 35 East, Lea County,

New Mexico.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

’ i
e 73
e R Q Is Marathon the operator of this unit?
1 53 A Yes, sir, and owns approximately 45% of the working
"

- interest.,

j t Q How do you show the outline of the unit on Exhibit 1,

; b please?

Ly

N

,d,
L




A The unit is outlined by hashed lines and colored
yellow on Exhibit No. 1. It contains approximately 2560 acres.
All the acreage within tﬁe unit is federal lands excépt 1OV acies
of state land in the extreme scutheast part of the unit.

Q You indicate on Exhibit 1 some red dots. What are

FARMINGTON, N, ™
PHONE 32%.11132

they, please? What do they indicate?

A There are six wells all within the unit that have been
completed in the Devonian Pool, These wells are shown as red

dots in Exhibit 1.

Q This is the deepest Devonian production in the state,

is that right?

183.3971

SANTA FE. N. M,

R REPORTING SERVICE, Inc.

; K g A Yes, sir.
: g : Q Are those six wells currently producing from the
= pevonian, Mr. Touug?
; gg A Yes, sir, they are. They are the Lea Unit 1, 2, 4, 5,
! §§ 6 and 9. No. 9 was completed since the last hearing.
'i EE Q Give us a little further information with regard to
é: §§ jg those wells and other wells that you have indicated on Exhibit
gs §§ No. 1.
'm $8
" ia A All of the wells now completed in the Lea-Devonian
- Pool, except No. 6 and 9 are all oil-oil duals in the Devonian-
: : C Bone Springs Pool. No. 6 and 9 are gas-oil duals in the Lea- g

’

-

Pennsylvanian Pool.

I
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Q You show two wells offsetting the unit area.
jdentify them and give us a bit of information on them.

- -

A Therc are uLwu vicaiw ik ~ffear tha unit as well,as
the Lea Unit No. 8, which have been drilled to the Devonian,
but which were unsuccessful in obtaining Devonian production.

Q You mentionsd Lea Unit No. 8. That does not have a

red spot on it, does it?

s No, sir, it does uot.

Q 1t was drilled to the Devonian formation?

A Thatts correct.

Q And was non~-productive in the Devonian formation?

A Thatts correct.

Q Now, these other two offset wells that you referred to,

one of them ic in Section 1 to the north of the unit, is that
right? |

A No, sir. The two that I referred to, one being‘the
United States Smeltering Federal No. 1 located in the Northwest
Quarter of Section 11, This well was found to be Devonian pro=
ductive and was subsequéntly completed in the Bone Springs and
Pennsylvanian formations. The other well was the Sinclair Fed-
eral Lea located inm the Northwest Quarter of Section 7, Town&hip
20, Range 35. That well found the Devonian wet and was subse-

quently abandoned.
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DEARNLEY-MEIER REPORTING SERVICE,
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Q Now, the well that

gouthwest Quarter of Section l.
ian,
well was subsequently completed

e e .
vie Lea Unit Nn. 7.

12,

Gas Pool and

they do not go to the Devonian,

Devonian and each provide data
Devonian top at their location.
 on Exhibit 1 is the Lea Uﬁit No.
well,

of being completed

e e e -

1 mentioned as an offset well, 1is

up in Section 1, didn't actually rcach the Devonian, did it?
A No, sir, it did nove.
Q 1t was projected to the Devonian jnitially?
A That is correct.
Q Identify that and tell us aboul it.
4 That is the Texaco Federal Well No. 1 located in the

but was running low and drilling

Q Therets one other well shown on the exhibit in Section
shown to be completed in what formation?
A The Lea Unit 7 is completed in the
Lea-Bone Springs 0il Pool.

Q That well and the Texaco well to the north, althougi

mation concerning the Devonian structure?

A Yes, sir, each were drilled to within 1,000 feet of the

That well has reached total depth and is in the process

in the Devonian

PAGE 9

e

It was projected to the Devon-

operations ceased and the

sin the Bone Springs formatione

Lea~-Pennsylvanian

did they provide you any infor-

for reasonable estimate'of the
One additiohal well that is shownt

3, which is shown as a drilling

at the present time.
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[ 8]
Q Exhibit No. 1 has contour lines on it., Will you de-
et
scribe those for us and give us your views concerning it?
yid - S .
‘ A Exhibit No. 1 is convwaéiz? on ton of the Devonian
g .
bt 7 c formation, The contours depicted in the north and east portion
g
. 2w of the pool are established by subsurface data from the drill-
L d :0 )
O iz
: ,.S =8 ing of 12 wells in the area. The balance of the contours are
.
d o .
1 % dashed because at the present time we have no subsurface data
S
é é in the south portion of the area.
% Q In the two previous hearings you also presented cen-
P % tour maps and what were they constructed from, Mr. Young?
5 B E ig A They were constructed basically from the seismic data
X ;3
I o ¥3 ROV .
i S that we had.
1 R Re s Q What, then, doec this exhibit represent that'!s dirffer-
Wi
EO--
B 1'-_5 ent ¢r that adds to and brings up~-to-date that seismic infor-
I £ 2
- = mation?
Sl D
" “ €3] A Thix exhibit presents a reasonable interpretation of
EIE A~ |
i QZ: the structure using all available subsurface data.
he E 5 Q Thatts in connection with the 12 wells that we re-
b Q g:
g8 ferred to?
22
32 A Thatts correct. The seismic data indicated the
P Devonian structure in the area to have two highs, une centered
- Sy
e beneath the area of approximately the location of the Lea Unit
L | ‘No. 1 and the other high beneath the location of Weli No. 3 | .
Y . '

I TN PR S




‘pn PAGE ll
; with a saddle or low area betweeh‘these LWO ituvduaviis. The
1% I
subsurface information obtained from the drilling of Wells No. 7
§:8 .
and 9 show that the saddle between 1 and 3 is not present and
I 3 that the contour should not be closed in towards the center of
| * 58
¢ P
: b3 ‘g’; the pOOlo
; b 8
! ~ Q Now, this distinction would be apparent by comparing
124 -
: b Eg the exhibits introduced in the prior hearings which were based
- ~
& . :
b4 EE substantially on seismic data, is that correct?
|3 5% A Thatts correct.
| . : .
- i EE Q  All righv. Now, some of these contours are dashed.
. ey
: i% = .
i g; ig Will you give us your explanation of that?
§ B o s
H s és ;; A int.i1 additional development occurs in the west and
RN Ly @ X
o ‘fig < south, the contours in these areas can not bte located with as
By X
ﬁf, T Eﬂ much certainty as would be possible with subsurface data from
1 = ;
T = drilling. For this reason the contours that I have shown in the
L FE '
& €3 south and west area are dahsed. It is my opinion that the con-
i ~
S
h Eé tours on Exhibit 1 represent a reasonable interpretation of the
¥ g ;g :5 configuration of the Devonian structure in the area and are more
" Q m': )
T é: representative than the contour map constructed from seismic
r. gz .
: = data.
IR ‘ e
: - Q You show a shaded area within the boundaries of the-
Sov -
. L unit on Exhibit 1, Please explain what that is and size of it.
i A The shaded area in the north portion of the unit which
im ; ,
Pl >

,_.
%)
%4

-

B o



PAGE 1.2
L {‘ ~amt+ndne 1210 geves is the proposed second revised Devonian
[}
i participating area. +Yhe appililcation for opproval of this parti-
;‘ cipating area has been approved by the State Land Commissioner
14 jf and is now pending with United States Geological Survey.
$ £ &
. §§ Q Have the productive limits of this entire Devonian
| I S i3
o L0 Pool yet been defined?
y Lg .
P &3 A No, they have not. No gas~oil or oil-water contacis
——
_{f g; have been encountered in any well to date,
T = Q What are the poolts horizontal limits as presently
{ w
S «
3 % defined by the Commission?
L 4
E g; :h A Include the East Half of Section 11, West Half and
q =3
5 EE';z Southeast Quarter of Section 12 and the Northeast Quarter of
& s Section 13.
4 & Q Now you also’ show on that exhibit a solid heavy line
| i
4 m
¥ :g that you noted as A-Al. What is that line representative of?
£ 1
* 23 A A north-south cross section of the Devonian along
y }’ )q l .
v Eé A-A- has been prepared as Marathon's Exhibit No. 2.
! ;g i3 (Whereupon, Applicantts Exhi-
o N Ll bit No. 2 was marked for
33 identification.)
¥
_ 3z
2§ Q Mr. Young, in the hearing last December did you g
{ e ‘present a cross section of this structure? i
5 A Yes, sir, I did. It was an east-west cross section i
through the north portion of the pool.
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b - - e
Q aAnd the cross gection that you have 1abeled a8 your \

\ Eyhibil 2 is & north—south cross section \
\ i mat.ts correcte
;%' Q Descriv® your Exnibit 2 and give - ~nme information
;% v
%% about 1its purpose and the information jt depictse \
H
2 A The cYosH gection in Exhiblib 2 was prepared with the
use ©of gamnma ray neuntron logs of five unit viellse. The 1ogs are
\ a line on the subsed depth of minus 10,700 feeto Above each
well in the cross section is & heading yhich jncludes the well
name, elevetion, 1ocation and the completion date of each welle
i% The toP of the pevonian formation 35 shown 3% a solid neavy 1ine
&
E% across the exhibile
o Indicated on each 108 15 the perforation or openr hole pro-
ducing interval of each well. You will note that the Wellkﬁo.‘l
,X »haspenetrated moTe of tie nevonian than any producing well in
the poole ALl the ovneT unit wells have veen drilled tO s total |
depth equal bO or shalloweT than the perforation in Well H{Hoe >-
T q |Mr. Yowrd this cross section sdentified a8 Exhibit 2
%% and the east—west ¢cross section presented at the pearing 2 year
K .
3% ago must give you gome pasis for an opinion concefning the pool

or this structure.

A In my op}

Lo clea

E s LT i




PAGE
}ﬂ* s l/*
the Devonian sbtructurc in tho avca.
t- 8
Q You have some red coloring on Exhibit 2. Please
[ 22 ]
' j identify that for us.
7y
; I Z = A In my opinicn this is the location of the amount of
b 74
gn
| i3 sy pay which was encountered in each of the wells which was actual-
H « 20
, ! Q i3
; = : 1y penetrated by the drilling operations. All wells except Nc-
} 3 -
: E Eg 1, in my opinion, have additional net pay which was not pene-
; ' P— ’
LN
i “trated.
F 75 Q Now, this exhibit only shows five logs, is that right?
; ég A That!s correct.
ﬁ ~
d SE ig Q Running from north to south across the field. Have
L Es < you prepared ancther exhibit showing the information obtained
Eo
e v X
.. S from well logs in this field?
K
= A Yes, I have. It is Marathon's Exhibit No. 3. It in-
[
Lo -~ ,
- 3 :S cludes all the unit wells which have penetratesd the Devenilan,
B .\ .
X €3] (Whereupon, Applicant's Exhibit
T Eg No. 3 was marked for iden-
3 B ¢ > tification.)
| Y X i- X .
5 E €3] :g Q These are radiocactivity logs on these wells?
? S
T g A Yes, sir.
t;e it Q How many of these wells have been drilled to the
L Devonian formation since the last hearing, Mr. Young?
T
™ A Three, I believe, -
v
e Q Those would be which numbers? |

)
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PAGE 15

A Vecils NBo. 9, 8 and 3.

Q . 8 is the one on the far right that sits way down
there by itself?

A Yes, sir., The pay was low in that well and non-
productive,

Q : Is this data similar in nature to what you showed omn
Exhibic 22

A Yes, it is similar except that this exhibit is not a

cross sectiop bgt‘merely a comparison of the logs. Its purpose
is to show all the pay encountered in each well. The net payris
shown in red coloring.

Q What is the average net pay which has btcon cnecuntered
in the six wells that have encountered pay in the Devonian?

A The average net pay in the six producing wells and in
Well No. 3 is 48 feet.

Q In an effort to present in concise form the additional
data that we have obtained on this field, have you prepared
another exhibit?

A Yes, sir,

'Q  Exhibit No. 42

A Yes, sir. .
(Whereupon, Applicantts

Exhibit No. 4 was marked
for identification.)
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I
Q Wwill you please refer to that exhibit, identify it
pa
! and begin telling us what the data is that is shovwn there?
34 ‘
; A Exhibit No. 4 18 & production history graph for the
ﬁ z§ Lea-Devonian Pool. As of November 1, 1962 six wells were com~
r gy pleted in the Devoniane. The cumulative production to date has
L io
2 WO £
i S -* veen 996,328 barrels of oil, 201,016 MCF of gas, and 73,95k
H g .
: t- o barrels of water. The durrent production averages 67 barrels of
S/
| ~ :
: ﬁ_ EE 0il per month with approximately 10,000 varrels of water per
: E % month.
jri ég Q Of the six wells presently producing, do all of them
Y E: | - -
" & za make water or only some of them?
g L Eg A No, sir, the water production 15 Limived %o wolls 1,
Rt
B 2 and L.
. s = )
| o 2 Q What is your opinion conicerning water oroduction en-
» g = countered to date in this field?
= ]
S E P . .o s
L ; = A It is my opinion that this 1S normal water production
= T ~ ;
¥ ;g. EE associated with water drive reservoirs such as the Lea-Devonian
Fi E i_; p-
. ) 78
| = R Q what, in your opinion, is the most significant data
yL f ‘s Moy s
| e 23
i 53 with relation to the issues in this case that is presented by
iy |
.- Exhibit No. 47
L
‘E‘ A The most significant jnformation is the bc.tom hole 4
?%{ pressure data which is presented jin Exhibit k.
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b

Q Will you please jescribe the pottom hole pressure data |
Lo

that you ghow on Exhibit & and give us the necessary snformation

Y co understand properly Jjust what it 1s?
§§ 2% A The bottom hole pressures shown on Exnibii 4 are
b . %% plotted for each jndividual well, and for convenience in pre-
i . QO it ‘
’ JE = sentation the data for each well is shown by different color.
4 .
! o = In addition to the bottom hole pressures showm for Wells No. 1
|

and L in April, May and Qctober of 161, additicnal pressure data

was taken in these wells in connection with jnterference tests
which were conducted quring these months.
nuring these interference Lests shut in bottom hole pres-

sures were continuously recorded in certain‘time interpretations

SANTA FE. N. M.
PHONE 983-3971

REPORTING SERVIC

in Wells 1 and L. Only the recorded bottom hole pressure in

these tests 1is included in this Exnibit 1. for Wells 1 and Lo

Q Im the last nearing did we submit oxhibits that showed
all of the bottom'hole pressure obtained during those inter-

ference tests?

. M
1

ALBUQUERQUE, N
PHONE 243669

A Yes, sir, Ve did.

DEARNLEY—MEIER

Q 50 that all detailed data is in the record but here

you'tve only used the jnitial pressure on eath of those tests?

~ A Yes, in those months for which those were mentionede.

—

- Q All right, continuee

o
P

All the other ‘bottonm nole pressures that we have

J IR g

B

s e S

=
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obtained on the pool are shown on this exhibit,
e
Q We have obtained additional bottom hole pressure data
" since the date of the last hearing?
G :% A Yes, sir, since the last hearing we have taken four
j ;‘ . ég quarterly bottom hole pressure surveys,
jf ‘ ig i Q Will you describe to us how those surveys were taken?
f # Ei A Tn each survey all wells were shut in simultaneously
5: Pt Eg for at least 24 hours prior to the mcasurements with all measure-
;; £ E% ments completed before resuming production from any wells,
ff ‘; ég These quarterly surveys were made during February, May, August
o ;: ih ana Novembcor of 1962,
- %zg
- ES ;% Q What did these bottom hole pressures show with re-
"~ g 0E spect to these different surveys, how much-deviation did you findy
fy , ,
: - gg A The bottom hole pressures measured on each quarterly
é :i §§ survey show that the maximum deviation between wells on any of
B 2 )
? tr ES the four surveys was 37 psi during the May survey.
5 :;; Eg Q Which survey was the minimum deviation?
;? i; ;3 jé A The minimum deviation I can't say, pressure in the
?i ;; & gg February survey showing only 29 pounds deviation.
? .iﬂ §§ Q What does this’demonstrate or establish to you as an
i; enginéer? )
ji; A This significantly shows the excellent pressure
b continuity between the individual wells.
r~ .
R
L ’

o ORI
Y .
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Q In summing up the pressure data shown on Exhibit 4,

does that conclusively show something to you with regard to the

1,
b
b l crbont ¢f preocure decline din thie nanl during the 28 monthe of

its production?

FAFMINGTON, N, M
PHONE 325.11R2

|
lv ] A Yes, sir, it conclusively shows that the Lea-
; !
; _
? 3 Devonian Pool has experienced a very nominal pressure decline
¥
! .
| ‘ and amounts to less than 100 psi.
|

Q Do you have any opinion as to why there has been such

a small pressure decline during that period of time?

gt
Ry

A In my opinion the reason there has been such a small

bz o

DEARNLEY-MEIER REPORTING SERVICE, Inc.

) :g préssure decline is that the Lea-Devonian rool has puoa poi-
: W2
% g% meability and like other Devonian Pools in Southeast, New Mexico
S 57
- éj - has an cvcellent water drive. Therefore, in my opinion, effectiv%
g E and efficient drainage is occurring andmwill continue to occur |

. i g from wide areas within the structure shown in Exhibit No. i. | :

¥ , Q Mr. Young, with relation to this bottom hole pressure

g data that yog have shown on the graph that has been shown on

g; jé Exhibit 4, have you prepared a tabhlar‘form of exhibit showing

: g; the bottom hole pressure information obtained during the life

ig of this pool? |

- g

A Yes, I have, and that is presented as Exhibit No. 5.

(Whereupon, Applicént’s Exhi-

. o

. bit No. 5 was marked for
; identification.,)

N

oo

o
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B
Q You couldntt show it there on the graph very well
[ 3]
| without cluttering it up with a lot of figures, but you have
¥
shown some additional information about these bottom hole
f” < pressures on your Exhibit 5, What is that, pivcse?
5o
LE E‘g‘ A Included in Exhibit 5 is the shut in time prior to the
: g id
' i3 hE measurement of each boticm hole pressure.
" o
53 Q It also shows the exact date instecad of merely the
s =
] : :
e 2 position within the month that would bc indicated by Exhibit 4?
, =
A %P A Thatts true.
Lx >
b E Q What do these data as shown in Exhibit 4, plus what is
i i'? &~ .:
- e jg shown in Exhibit 5, or as further detailed in Exhibit 5, what do
Qs , |
; ts % gg they show with regard to the bottom hole pressure, thc initial
Y ek
e f bottom hole pressure for each new well?
e E A These data,and that!s shown in Exhibit 4, show that
i ik § E
: - the initial bottom hole prescure for each new well has been
n : P~ '
S measured to be equal to or lower than the bottom hole pressure
- QZ: in the then existing wells, This indicates drainage prior to
N i-
o K .3 | drilling.
' S
£ Q Say, when you drill a new well the initial pressure
Lo 02
B d >0
L
o <t there was either equal to or lower than the bottom hole pres-
T sure in the existing well?
oyt
i A That's the general correlation, yes. g
a__ Q You also observed whether the wells had lewer initial
e
EL

RN Sy
ros
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pressurces than subsequent pressures?

A Yes, as a general correlation most wells were observed
to have lower initial pressures than subsequent pressurec.

Q D&‘you have any explanation for this?

A Yes. In my opinion this results from the fact that
those wells continue to clean up after measuring the initial
pressure.

Q Mr. Young, referring back to Exhibit 4 again where 1t
presents it a little more graphically, you show pressure on
Well No. 1 with a red dot in May of 1961, dropped down rather
unusually and pressure on Well No. 5 in December of 1961 had
dropped down rather unusually in comparison o uiie vblies pieSEUTER
That information has been previously presented to the Commission?
it was presented in the last hearing.

A Vaao air.
~2= sar,

’
Q Except for those two pressures, what would you say
about this pressure information and what it indicates or shows
us about the Devonian Pool?
A Except for the low pressures, the repeatability of the
bottom hole pressures have been good and establishes thé pressufe

continuity that exists from one well to another.

Q Is this graphically demonstrated by the close grouping

of the colored dots in the column for February, 62, May of 162

and August of '62 and November, t62, indicating the pressures




22
during those pressure surveys?
A Yes, sir.
bid N
Q Observe that the initial pressure on No. 9 which ap-

peared in June of 1962 was lower than a subsequent measured pres-

sure in that well, is that correct?

FARMINGTON, N, ™
PHONE 325.1182

<
; ., S A That is correct.
| : Y
| b Eﬂ Q When its pressure was taken during the August survey
r ?.wi :{ ‘
! - EE and again during the November survey, '62, what had happened
s “f 5% to the pressure in that well?
- %g A It showed an increase over that period of time between
. by
- »23 fﬁ' the initial and subsequent pressure,
T 9 st
: . ES <y Q Did it appear to be within reasonable range of the
: Zo0
. ’,4 w I .
g‘ b e pressures taken during the same surveys in the other wells?
] &<
R A Yes, sir, it did.
E e :$ Q Youtve referred earlier to interference tests con-
P
‘ Eg ducted during April, May, October, 1961 and the data of which
‘5‘ gé was presented in the December, 61 hearing. In your opinion
L ~ ;.
oy I’E] :§ what did those tests establish with regard to pressure inter-
i é: ference with regard to offset wells?
e
i ia A The pressure interference tests whose results were
%
e presented at the hearing a year ago clearly established in my .

L

opinion that the pressure interference occurs between offset

—
o~

wells, more Specifically that data,or'datalwas presented at that

I - o
s -

e




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOUERRQUE, N, M,

FARMINGTON, N, M
PHONE 325.1182

SANTA FE, N. M.
PHONE 983.397

PHONE 243.6691

PAGE 23

time that showed that pressure interfereince was occurring be-
tween Wells No. 1 and 2.

Q Referring back to Exhibit 1 in this hearing, Mr. Young,
locating there Wells now 1 and 2 by the red dots, how far are

those wells apart?

A 1867 feet apart.
Q Did you compute the acreage within a circulér drainage
area having a radius of 1867 feet?

A Yes, that aréa is 25]1 acres.

Q What is your opinion now, and what was it in 1961, at

the December hearing, as to whether this pressure interference

data that we had before the interference tests and the pressure

data we have now what 4id tha ith respeciu Lo ine
drainage ability of a well in this pool?

A In my Qpinipn it established that this data, with all
other available data, established that one well in Lea-Devonian
Pool can effectively and efficiently drain substantizlly in

excess of 160 acres.

Q At that hearing you presented an exhibit that showed
the calculated pressure decline for the Lea Unit No. 1, did you
not?

A Yes, sir,

Q During what period was that pressure decline calculated




PAGE 2,
| at that time?
A That-was for a period July, '60, vhich was a discovery
date, to October, 1961.
f’” I Q About fifteen months?! time?
(4 §; A Yes, sir.
: i S & frz
i = Q During which the well was on production?
B ) ;* .
b =) A Yes, sir,
| S
: r: é Q And this calculation was based on a maximum radial
| . 3é % drainage area of the 251 acres?
: Sk
’ S A Yes, sir.
a Z, |
a ~ e . o
E 25 Q Did you compare that in that exhibit in December, 161
1% 8 :§ with the pressure difference or pressure change actually
c SEE ,
f{ R e meaanred in that well?
s x
g E A Yes, sir, I did.
SO
fi,ﬁ E Q All right. Have you brought this same cylinder back
g R S this year before the Commission with the same type of computa~
e ~
. g Z tion?
; :5 iz A Yes, sir, Exhibit 6 is a similar calculation, but for
S 5y ‘
e 3 the twenty-eight-month period July, '60 to November, 1962.
t 2% | | T
:f Q And you have shown on Exhibit 6, then, the cumulative
2 ) ’ s
L 0il production from Well No. 1 during that period, have you not?
?EL : A Yes, sir.
E | A : (Whereupon, Applicantts Exhi-
§ ’ ~ - gégnggi‘igagignxﬁ#ked for
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Q Will you describe this Exhibit 6 as presented in this
hearing and tell us the significant things that it shows?

A Yes, Exhibit 6 is a calculation for pressure decline

—_—
A ——
h -

based on the assumption that No. 1 is.producing from only the

radial 251 acres surrounding that well. Based on this calcula-

FARMINGTON, N, =
PHONE 325.11p2

: 3
!f = tion the pressure decline in No. 1 from July, 60 to November,
5 162, after the production of 273,095 barrels of oil, should have

I

DEARNLEY-MEIER REPORTING SERV.

been 2438 psi.

Q What was the measured decline in pressure on Well No.
1 from the sime of discovery to November, 19627
A 27 psi.

Q Do you'draw a ‘conclusion avbout that difference in the

SANTA FE, N. N,
PHONE 983.3¢ 71

actual measured pressure decline and what you would calculate to
have been the pressure decline under the assumption the well
would not drain more than 251 acres?

A Yes, sir. Since there'has been only 27 psi decline in
bottom hole pressure, and since the pressure decline would have
been over 2400 psi, if the drainage area had been limited to

251 acres, it is my opinion that No. 1 well is draining an

ALBUQUERQUE, N, M
PHONE 243.669)

area substantially greater than 251 acres. The fact that there
has been such a small pressure decline definitely established

that the reservoir space voided by the production from Well No.

1 has been substantially replaced by fluid which was originally
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outside the 251 acres. This influx of o0il in my opinion
establishes that the drainage is effective and efficient.

Q Mr.hYoung, letts be sure we get that clear here that
this small pressure decline that you actuélly measursd in this
well, that shows that the reservoir space voided by production
of this 273,095 barrels of oil has been filled up with something
that came in from somewhere outside this 251-acre cylinder?

A That is correct.

Q If it hadn't been filled up with something from out-
side, that pressure decline would have been what you calculated
i+ tn have hean?

A Yes, 2438 psi.

Q All right. Youtve used some equations in calculating

this pressure decline, have you not?

A Yes, sir.

Q Will you please describe briefly that equation and
refer back to the back pages of Exhibit 6 for this additional
data? |

A Yes, page 2 of Exhibit 6 shows the material balance
equation for an oil reservoir producing when the reservoir
pressure’is above the bubble point of the reservoir fluid.

This is true for the Devonian since the bottom hole pressure is

above 6,000 pounds and the bubble point;pressure of the reservoir




- PAGE nry
o -
r o~ e s .. - r-/;ﬂ .. B
J1Uu14a 18 QIily 20(¢ poie
¥ ]
" Q Is that 5672
[ N
A Yes, sir, 567.
be i Q  This information is the bubble point that was intro-
b 74 ‘ ‘
[y
4 ‘Z’; duced in prior hearings in the case?
P g if ‘ - . ’
= =° A Yes, I believe 1t was invircduccd in the case two vears
33
3 ago.
| oS
]': ié Q It shows the actual fluid analysis that's obtained
: ii»-& %,ﬂ) from?
’ QZD A I presented fluid data of the reservoir fluid.
_ — ,
i E i Q Continue with your discussion of the material balance
. M
Y | Z3
g u® . : - P 'y »
b g L2 equation you used in calculating what the pressure decline would
: # S have been if there had been no drainage from outside this 251~
D
- ot
1 fu =3 acre cylinder.
b E
.1 vt E A The material balance equation presented on page 2 is
i ‘ N . v
i EE an acceptable engineering equation, but is designed for applica-
B
: o é tion to an entire reservoir. It takes into consideration the
e Eg‘ it water influx and the produced water. I have, in using the
s ;
: Q u':
; o 2~ equation in this presentation, assumed 251 acres as the entire
o Yw .
e a2z i
‘”?' 33 reservoir, and that the fluid influx is zero. That is, I have
A assumed in calculating the pressure decline that the well does
2 .
‘i not drain from beyond the 251 acres., I have also assumed that
}; we have no water production. The equation then reduces to the

-

wﬁn\'u““f L
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" did you not?

PAGE 28
#,w_ﬂ,ﬂﬂfweeﬁw,,_,ww,,,,,.,ewﬁ,,,wﬂwf,,“_oﬁ,_d_,d_,,,,,,M¢‘v 4
expression on the bottom of page 2.

Q But now this is one »? the wells that has produced
some water, isntt that right?
A Yes, sir, it has produced SomMes
o 12 you had included water production or produced water

in your calculations, would your computed pressure decline have
pbeen greater or 1ess than the amount you showed in Exhibit 6?

A The pressvre decline would have been greaters

Q Now, turning to Page 3 of your Exhibit &, does that

present some of the basic data that you did use in computing

“this calculated pressure decline?

A Yes, Sir, it does.
Q At the 1961 hearing you presented an exhibit showing
the comparative economics for development of this Lea~Devonian

Pooi on 4O-acre spacing, g0-acre spacing and 160-acre spacing,

A Yes, sir.

Q Has_there been any additional data obtained since
that time that would significantly change the economics weé
presented?

A No, siT.

Q Would you review very priefly what that showed at that




PAGE 29
A Yes. The exhibit in the hearing of a year ago showed
, b
that the profit to investment ratio expected to be realized if
3
i the pool were developed to an 80-acre density was 1.11 to 1 and
\ E
;' “ - was, in my cpinion then as well as now, not economically attract-
oy i 2y jive congidering the risk involved in drilling 14,500 foot wells
i v 20
: i Q if
-' =00 at investment of half a million dollars -each.
; I-&
8 The expected profit to investment ratio if the pool is
- B N
. iz é developed to a 160-acre density was shown to be $3.09 to 1. It
L(ﬁ is my opinion that the profit to investment ratio tends to
;' o % justify the risk involved in this deep drilling in this pool,
T g . s ~
E’ i3 and the amount of investmeni reguircsd for each well.
o P
R Q s _ |
' E Qs Q The profit investment ratio for 1é60-acre proration
E S units?
E E A Yes,
G = Q And for the development of the reservoir to that
Sl B v :
| S IR
S €3 density?
g v < A That is correct.
-, =
ﬁf = :g Q Is it your opinion in this case that we need to have
E ‘.355 160-acre spacing because of economics here specifically?
: L ia A No, sir.
‘ Q Is it your observation from what you've seen of the ,
I j_ L cost of these wells, however, that they do require substantial
ﬁ expenditures to drill and complete them?

=

*
&
i

PR RIS IR T o




Se—
o

R T/ NI
el
' on

EROG
v
e 2

VT

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

SANYA FE N. M,

FARMINGTON, N, M,

PHONE ¢:83.3971

PHONE 243.669)

PHONE l2%.1182

A Yes, sir,

Q Have you made a tabulation of actual well costs in-
curred on most of the wells drilled to date?

A Yes, sir. I have made a tabulation which is presented
as Exhibit No. 7 which includes the well cost data for the

first five Devonian wells.

(Whereupon, Applicantfs Exhi-
bit No. 7 was marked for
identification.)

Q Do you have actual costs yet for Well No. 9 or for
Well No. 3 which has just now recently encountered the Devonian?

A No, sir, I have not.

Q These cost figures are shown here, the Iirst column
"Drilling Cost™, the second "Completion" and the third, "Drilling
and Completion Cost." Thatts the total driiling and completion
cost for each of these wells?

A Yes.

Q Were each of those wells dually completed?

A Yes, each of the five were dualed to the Bone Springs-
Pennsylvanian formation. Therefore, the cost figures shown on
Exhibit 7 are for the completed dual well.

Q What did the average cost for the first five unit
wells come out to be?

A The average drilling and completion costs, exclusive
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of surface equipment for the first five wells was $552,939.00,

Q Did you throw out the discovery well in coming to an
average cost for the deep wells?

A Yes, since the discovery well of any pool generally

costs more than subsequent wells, it seems appropriate to me

FARMINGTON, N, M
PHONE 325.1182

to omit the first well in estimating what the cost of future

wells will be,

CE, Inc.

ot ~
rg g: Q Did you also make an allowance here on Exhibit 7 to
‘ %2 CLE) deduct from this average per well cost the estimated cost of
. 1) .
«Q E E dualing?
; it S; %é A Yes, sir. Estimated cost of dualing existing Devonian
B Qs .
eg Eﬂ 2w wells would be $25,000.00.
z5
w Ik X
i f‘! S Q Do you come up, then, with the figure of $501,821, do

, . (2’4 .

. 4‘% Eﬂ you consider that to be representative of what it would cost to

: 3 -

: s P :? drill and complete a Devonian well to that formation only?

i o~ | |
g Eg, A Yes, sir. Based on our actual cost experience. |
o
;{ %»il Eé Q We actually have seven wells that have been drilled |
55' gzi ;g :é to the Devonian that are producing because No. 9 is producing,

: ‘ Q u':
¥ ’15 éi is it not?

= |
i That is correct.

And No. 3 is expected to be completed as a prdducer?

A
Q
A Yes, sir.
Q

o

é ]

{ 1 So those seven wells, if we can call them all producing
iy -

iy [
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wells, would represent a total approximately, or average
Devonian well cost, of how many dollars as shown by your compu-

tation on Exhibit 7?2

a2 ~

A 33,512,747+ This does not inclu
which found the Devonian non-productive,

Q The average cost of drilling that well, you, of course,
couldntt put completion cost on that one, could you?

A No, sir.

Q Not as to Devonian, so that would have been approxi-
mately three hundred fifty or sixty thousand dollars for
drilling costs?

Yes, sir,
With no return out of that well anyway?

A

Q

A That is correct.
Q As far as Devonian is concerned?
A

Yes.

Q Have you referred to statewide Rule 505 concerning
the determination of an appropriate allowable for these

Devonian wells?

A I have referred to it but statewide Rule 505 has no
provisicn for allowabie for 160-acre wells.

Q Do you have a recommendation to make td the Commission

at this time about the spacing proration units for this field

=

LI

™
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and about the allowable?

A It is my recommendation that the Commission not only
adopt 160-acre spacing and 16U-acic proration units, but the
allowable for these wells be established by the addition of

two normal unit allowables to that provided for 80-acre wells

FARMINGYON, N, ™
PHONE 325-1182

in statewide Rule 505 for the depth interval of the Lea-
Devonian Pool, fourteen to fifteen thousand foot; Rule 505 pro-
vides for an 80-acre proportional factor of 10.33. It is my
recommendation therefore, that the Lea-Devonian‘wells be
granted a proportionai factcr of 12.33,

Q Do you have an opinion concerning whether the adoption

of the 12.33 proportionate factor for these wells would cause

SANTA FE, N. M.
PHONE 983.3971

vaste?
A In my opinion these wells can produce without waste

the allowable resulting from the application of the 12.33 factor.
Q Thatts based on normal unit allowable within the

ranges it has been running in past months?

A Yes, sir.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

Q Will you, in summhry, give us your opinion about the

PHONE 243.6691

ability of a well to. drain acreage in this Devonian Pool?

‘ A In summary it is my opinion that one well completed
I ,
| - in the Lea~Devonian Pool is capable of efficiently, effectively
vii: and economically draining_substantially in excess of 160 acres.
P
.
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Q Do you have any support for that opinion, Mr. Young?

MM-M—“NMM_—._

A Yes, $ir, this opinion is supported by the data obtaine

Lhaough the hottom hole pressure surveys by my interpretation

c2

of the pressure interference test, the material valance calcula~-

tions and other data which I have presented in this hearing, &S

|
|

FARMINGTON, N. M.
PHONE 32%.11

well as the two previous hearingse.

Q Do you have an -opinion on whether the development of

this Lea-Devonian Pool on-l60-acre spacing would cause any loss

SERVICE, Inc.

of ultimate recovery?

~
J

A T+ ia my opinion that the development of the Lea-
Devonian Pool on 160~acre spacing will not cause any measurable

decrease in recovery from the drilling of too few wells. On

SANYA FE, N. M.
PHONE 983.3971

the contrary, 160 acres will have uniform‘development of a

wider area within a shorter period of time.

_MEIER REPORTIN

Q Mr. Young, &S ipdication of the wider area of develop-
ment, referring again to Exhibit No. 1, well No. 3, that has
just recently received the Devonian is shown there. How far is

that well from Well No. 9, have you calculated that?

DEARNLEY

ALBUQUEROUE, N. M.

A Itts about a half a mile.

PHONE 243.6691

Q On the next regular proration'unit under temporary
rules? : )
A 1 didn't understand. :

S
£y

Q Itts on the next regular proration unit south of

= ¥

Well No. 9 on the temporary rules, is that correct?

.
&
4
S
3
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A Yes, sir, that is corre;;j
’ Q Do you recommend that those temporary rules be made
H permanent or that they be changed some way?
td Z% A I strongly recommend that permanent pocl rules be
; (4 gz established for the Lea-Devonian Pool requiring l60-acre pro-
! : . 50
; s ég t ration units and 160-acre spacing pattern. Each standard pro-
#
; Ei\ ration unit to consist of a single governmental quarter section.
ff Eg Furthermore, it is my recommendation that the well on each pro-
i Eg ration unit be located in the approximate center of the North-
;z é% west Quarter or the Southeast Quarter_of a governuental qugrter
H g; b section,
O it , .
i E: %% Q In that connection, would you have any objection or
;E: = T would you think it appropriate that if subsequent development
P gg indicated it to be necessary to protect correlative righis, that
%% j: ég variations could be granted after hearing with regard to the
f E 23 location of these wells on the standard units?
f :is ES A Yes, sir, provided they protect correlative rights or
;5 ﬁjf ;3 ji prevent waste.
R
i é gi Q Do you recommend any tolerance in connection with the
é §~ §§ standard well location to enable an operator to select a }
- geological position for his well or becaﬁse of a subject? g
: A Yes, I recommend a tolerancé eleO feet in the location
o of any well.

= €72
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Q Do you have a recommendation, then, on the establish-
ment of an allowable or permanent basis for allowable for these
wells?

A Yes, sir. As to the oil allowable for wells in the

Lea-Devonian Pool, I recommend that the allowable be established

FARMINGTON, N. M
PIIONE 32%-1187

by the addition of two normal unit allowables to the 80-acre

proportional factor as provided by statewide Rule 505. With the

} - ’ L] .
He allowable for any non-standard proration unit which may be ap- -

M proved to be increased or decreased in the proportion that the

%;: nuniber of surface acres included in such unit bears to 160 acres.

s Q In that connection, some of unc asreage within the

boundary of the Lea Unit is included in the irregular sections

SANTA FE, N. M,
PHONE 963.3971

on a range line, 8o that some of them are not exactly reguiar
sections., Would you recommend that in fixing the standard
160~acre proration unit there be a tolerance of a half acre as
in some of the Commission?s similar proration unit rules on

what constitutes a standard?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

"E' fg A Yes, any reasonable deviation I would certainly

o
; W e
s gﬁ recommend.

i . sz :

1 : i1 Q To take into account the fractions?

; e S

’ : M A Yes, sir. /
; L Q Did you make a recommendation about the determination

of allowable for a non-standard proration unit, or did I

it
'-‘ﬂo!‘
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interrupt you before you got therc?
| A Yes, sir.
‘ Q You made the recommendation?
_ 7y
B 2 A Yes, sir.
' = ¥ Q Thank you. In your opinion, Mr. Young, will the
i
recormmendations youtve nmade cause waste?
e
A No, sir, they will not. On the contrary, it will

prevent economic waste and will also protect correlative rights
of all interested parties.

Q One question that I haven!t asked you, and I know‘they
want the information. What is the percent of water being pro-

duced from these three wells that do produce water?

SANTA FE, N, M.
PHONE 963.3971

A Well No. 1 is producing 24% water,
Q Lett's locaté those on Exhibit 1 as we go.
A

24%, No. 2 is 8% and No. 4 is L44%.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

b
; Q All right, Mr. Young, is there any relation between
b
¥ that percent of water production in those three wells and the
: g :é structural location of any of the wells?
L £ o A -No, sir,
L. £3 ‘ -
2 LS . o o 4
e e Q I believe you testified that such water production was
sf T .
' | the normal or expected thing in a water drive reservoir of this
gh type?
th <
3 A Yes, sir.
iy
-
Dy
B
“
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MR, COUCH: We have no further questions on direct,

Mr. Porter.

MR, PCKTER: Anv aquestions of Mr, Young? Mr. Nutter.

iV @ A Nvanvoaasa

CROSS EYAMINATION

BY MR, NUTTER:

FARMINGTON, N, ™
PHONE 32%5.1132

Q No. 1, 2 and 4 are making water. Did that water come
in as a sudden influx into the well or did it start-very small
and gradually build up in those wells?

A It has been graduval, Mr. Nutter.

Q Is it your opinion that this is edge water coming in

or is it bottom water coming out?

SANTA FE, N. M.
PHONE 983.3971

A In my opinion it is edge water,
t Q Is No. & making any water?
A No, sir,
Q You said that no ggs-oil contact or water-oil contact

had been established in this pool. Now, the No. 8 was drill
stem tested and tested water, however, didntt it?

A Yes, sir, but there's no contact in that well.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

Q Well, one interval was drill stem tested according to

PHONE 243.669)

Exhibit No. 3, being from 14,648 to 693, what would that be sub=

sea, do you know?

A Oh, you have your elevation up at the top here. The

- drill stem test in Wéli No. 8 was taken over the interval, subsea




—

——
R

T obs

o

T2

CE, Inc.

t e

®

Y

-

Y-MEIER REPORTING SERVI

i,

DEARNLE

EL
ALBUOUEROUE. N, M.

- S

FARMINGTON, N, M,

PMOANE 3725.1:82

SANTA FE, N. M,
PrONE $83.3971

PHONE 243.669)

PAGE

interval minus 10,955 to minns 11,000,

Q Well, is hung on the same datum on Exhibit 3 as the
other wells?

A Yes, sir,

Q So the drill stem test was made far below the perfs
ated interval in any of the other wells, but the top of the
Devonian was also lower thén the other wells?

A It would certainly be my opinion that somewhere between

these subsea depths and the subsea depths in the »roducing wells

there was an oil-water contact, but as yet we have not found it,

—

Mr. Nutter.
Q Now, the lowest perforated well is still the No. 1.
well?
A Yes, sir.
Q When did that.well actually start making water, Mr,
Young?
Approximately July, 1961.
When did the No. 2 start'making water?

A

Q

A March, 1962,
Q And the No. 42
A

July, 1961,
Q ' The present allowable is approximately 382 barrels per

day for these wells, is it not? Dontt they receive an 80-acre
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allowable at the preseht time?

A
H

Q

allevable for an 80-acre well

A

oo
[S2-1Y

How many of them are capable of making the top unit

207y,
> pr ey - v

The current allowable, Mr. Nutter?

Q Yes,

A They are all capable of making it,

Q They are all capable of making it at the present time?
A Yes.

Q Would they all be capable of making it at your proposed
allowable rate which»would be 496 barrels a day?

A In my opinion they would all currently be able to make
the top allowable. The No. Lk well, because of its high water
cut, in my opinion, would not be able to sustain it too long in
thé future,

Q Are they all st3ll flo&ing?

A Yes, sir,

Q Now, the No. 2 came in for an initial potential of
423. Do you know what its producing rate is at the present time?
A Well, its top allowable.

Q In your direct testimony you suggested that the loca~

tions of the wells be fixed as eithar in the Northwest Quarter

or Southeast Quarter of a governmental quarter section, but you
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also proposed that exceptions be permitted in the event that an
operator desired such exception in the interest of the preven.

tion of waste and the protection of correlative rights. Arentt
vou actually recommending a built in exception already by

suggesting that the wells be located in either the Northwest

FALMINGTON, N, ™,
PrONE 32f.7182

Quarter or thé Sbutheast Quarter of uLite quariel sSeciiont

A I dontt believe I followed your question, Mr, Nutter.
It sorry.

Q On a 160-acre pattern to be a rigid, fixed 160-acre

uniform pattern, the wells would have to be either in the North-

rem iy
7 e

west Quarter or the Southeast Quarter, but only in one of those

—
-

quarters?

SANTA 'E. N. M.
PHONE 983.3971

A Yes, sir.
You are proposing that they be in either one?

Yes, sir.

Yes, sir. This is a certain amount of flexibility.

v

Q

A

Q So actually aren't you proposing a tolerance already?
\ .

Q

But then you would also propose further flexibility

DEARNLEY-MEIER REFORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

if an operator for protection of correlative rights or prevention

PHONE 243.6691 __

of waste, as the question was rurased, sought a further exception

T . that he be permitted to have it, is that right?

A Yes, sir, in the event that he could prove that he

.
-

- S

needed the exception to protect correlative rights.,

P
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Q Even beyond this built in tolsrance?
A Yes, sir.
MR, COUCH: Mr. Nutter, may I say this, that that
proposal is not intended necessarily as an engineering opinion

but as a legal matter. We conceive if an operator were in that

FARMINGTON, N -
PHONE 32%.11€2

condition he would have an opportunity to present that matter

to the Commission in any event for hearing on that question.

CE, Inc.

Sy
:T 22 Our purpose in having that testimony presented here today was to
4 5% demonstrate that we are not recommending that this be fixed as
b
" ég wetve previously recommended. I think the record of prior hear-
e gz gg ings will show that perhaps the staff had asked whether we
MO a8
| i E: ;; would object to such objections as Mr. Young mentioned, and
{ Z0 ;
' vd w X )
? v Re w we wouldntt.
: {4 z
. = = MR. NUTTER: A hearing earlier today may influence ‘
i N .
R~ that? |
s |
P Eg MR, COUCH: No, I think you will find a question asked - : j
gé by a staff member in these cases the year before, |
N MR. NUTTER: That's all.
——— Q u': {
- g8 MR. PORTER: Anyone else have a question of Mr. Young?
- g% ‘ _
Ny 2 He may be excused. d
: - _ (Witness excused.)
£ :
b MR. PORTER: Did you offer your exhibits?
i‘* 'MR. COUCH: Haven't yet. If it please the Commission.

J

3
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i
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FARMINGTON, N, ™,
PHONE 325.1182

SANTA FE, N, M.
PHONE 983.3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUGUERQUE, N. M.
PHONE 243.6691

Mr. Young, eéch of the Exhibits 1 through 7 that youtve tes;;;
fied about were prepared under your supervision or direction?
MR. YOUNG: Yes, sir, they wvsre.
MR, COUCH: We offer in evidence Marathonts Exhibits

1 through 7 in this case.

MR. PORTER: Vithout objection the exhibits will be

admitted. The witness may be excused.
(Whereupon, Applicantt?s Exhi-
bits Nos. 1 through 7 were
admitted in evidence.)

MR, COUCH: Mr., Porter, I have here a letter or

telegram from most of the other operators in the Lea Unit area,
that 15 Uhe worning lnieresi owners, mMarathon is the operator
of the unit. The only:two from whom I have not heard are Pure
0il Company and Mr. B. K. Ross, and I feel quite confident they
are both in support of what we propose here today. I think
the records in the prior hearings will demonstrate that fact,
and I'm going to ask permission to submit a statement from.
Mr. and Mrs. Ross and Pure 0il Company simply to demonstrate the
concurrence of a1l working interest owners in this area. I
would like to offer these letters merely for the Commission
records to show the concurrence.

MR. PORTER: The Commission will take note of the

letters. It will be permissible, Mr. Couch, for you to submit
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FARMINGTON, N, M,
PHONE 325%.1182

SANTA FE, N M.
PHONE 983.3971

DEARNLEY-MEIER REPGRTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.G691

in gathering data at an 80-acre allowable. We took exception

the letters that you may receive from the other interested par-
ties. Mr. Couch, since there are no other appearances in this

case, I'll ask you if you have a statement,

MR. COUCH: If there is no other evidence to be intro-
duced, and I hardly see how there could be, we have presented
all the eyidence that is available on this point, I would simply
say again that wetfre dealing with the matter of principle of
step forward by this Commission. We recognize the caution
nécessary with which the Commission acted in making the 160 pro-
ration ﬁnits temporary in the first instance. We think that the
data we now have obtained'through this year of opération con-
clusively shows that the Commissionts initial determination last
year was a correct one and that the permanent proration units
for this Lea=Devonian Pool should be 160-acre proration units
as recommended.

With respect to the allowable for these wells, we find that
at the time of the last hearing we had requested an allowable of
one and one-half times the normal 80-acre allowable at this
depth factor, but had said at that hearing we would not object
to the 1G,33 factor being applied. The Commission saw fit to

have us continue proceeding cautiously again_through this year

to that officially at that time, but did, of course, notify
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| | the Commicsion that we intended, if the evidence and data still

| - | indicated it, that we would at this hearing in December, 62,

request an appropriate additional allowable for these deep wells.
In the intervening time, as the Commission records will

show, in the Lusk Deep Pool which was an economic hardship case,

e
e

FARMINGYON, N, 14

PHONE 32%.1182

o |

as I understand it, that 160-acre units were permanently approved
and that the Commission in following the format indicated by

its proportional factors for 4O acres and for 80 acres, did in
Lat coco, 28 o 140 acreé at a shallower formation, follow the

e
. aica v vu»w’

procedure of granting one additional normal unit allowable for

S
S
o
~
&
=
-y
&
; =
B
' £ :5 each of the other 40-acre tracts included in the standard pro-
Qs B
S Eﬂ* ¥ ration unit.
, e gt
4 e - Again, in keeping with the standards of the Commission we
- E have concluded at this time to ask for similar treatment, and I
- % observe that under the statutes that the 7immission, in fixing
P~
S allowables as between pools, is to do so on a reasonable basis
- 5 as it has done in the past. We request and confidently‘.hope
e s .
b g :§ that we will be afforded similar treatment and that we will be
4 £ awarded the allowatle that will afford some additional credit -
: 3z
L 50
- it for these additional 4O-acre tracts.
i _ B '
With that I say the evidence does speak for itself, and I'll
A
* speak no further.
T ) . o :
[ MR. PORTER: Mr. Durrett, do you have any communica’cionf
$

R ot Wb enes
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that we have received?
MR. DURRETT: If the Commission please, the Commis~
sion has received a letter from Gulf 0il Corporation and it has
L4 :c the same in its file., A copy of this letter was submitted here
i
! 5o
2w today by Mr. Couch, and T would jusi 1ike to have the record
. }0
‘ Q if _
' e show that the Commission does have the letter from Gulf 0il Cor-
| s N
8 poration stating it is in favor of the rules as proposed by Mr,
o—
é Couch, and ask the Commission to take administrative notice of
e % the entire contents of this letter along with the letters that
. % Mr. Couch submitted here today.
\ ~ ‘
e B MR, PORTER: The Commission will take administmative
e S 3§
. Q. :g notice of these letters, including the one to which you re-
K %5
N S ferred. We will take the case under advisement.
S
- :
f —
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MARATHON

MARATHON Ol cOMPANY

FORMERLY THE OHIO OlL coMPARNY

LEGAL DEPARTMENT SOUTHERAM NATIONAL BANK BUILDING
p. 0. BOX 3128

J..0. TERRELL coucH December 31 , 1962 HOUSTON 4, TEXAS

_DIVISION ATTORNEY
JOAN H. pEVAN, JA.
WARAEN B. LEACH, Jft
JACK FARISS
RICHARD G. F\OF\SCHACH

ATTORNEYS

New Mexico 0Oil Conservation Commission

P.O. Box 871

Janta Fe, New Mexico
Att. Mr. Jim Durrett

Dear Jim:

Re: NMOCC Hearing December 19, 1062
CasesjllS and 2459 Reopened

I received copy of letter dated DeceinulT 26 1962 from Pure Oil Company
stating Pure's concurrence in our proposals in these cases, and io complete
the Commission's file evidencing concurrence of all the Working Interest
Owners in the Unit, I enclose copy of letter dated December 27, 1962 signed

by Wm. G. Ross and vee K. RoSS.

I received today a copy of the Commission's order in these cases and, of
course, was pleased to learn that the Commission had made the existing rules
permanent with the exception of granting us the additional allowable as requested.

In the same envelope came the Commission‘s order in the Atoka-Penn Unortho-
dox location case denying the relief we requested. Frankly, I was surprised
that our application was denied on the basis of the record made pefore the Com-
mission. We have not yet determined what further action we should take in

connection with that case.

ours,

Very truly
7,

ERRELL COUCH

JOTC / 1
encl ’
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M_ear Sirs

\;

o

N~
WM. G. ROSS g

OlIL INVESTMENTS BUS. PHONE MU 3-1412
BOX 1094 RES. PHONE MU 2-2983
MIDLAND, TEXAS '

veerther 27, 1962
Re: $7Mielea Cownty, Hev fonico

NICC Heaving lecsmoer 17, 1067,
Casos 2118 £ 2459 xeopeacd

.

¥, Jde 0. Torrell Louch
arathon 01l Company

Hox 3128
ﬁoust.un 1, Txas

/- vith refercnce to your letier of jecenber 17, 192, which siated in part as follews:

.
Ny

//

—

{
i
H

N

D

R N

As you w 1l no dowbt recall, following the hearong in the goove nudbered cases
in Decemer, 1961, the How .kxdco 04l Conservatisn Coission entered an order
adopting tenporary rules end regulations for the Lea-lovonian Ponl fixine 140-
acre proratica uits but retaining an U0e-acre aliowable for the wells, That
order speciiically movided that the cases should be heard again by the Comissln
at the regular mathly hearing in Jecember, 15562, for the purpsse of adopting
permanent proration uniis and to consider whal allowable factor should be uwsed
in fixing allowables for the wells,"

"it the December 19th hearing we intend to rccavsend that the 160e-acrv proratim
units be made pormanent and that the Comuission assiyn allowables on the basis

of the proportional fector of 12,33, being (vo {?) norma) wnit allowables greater
than ihe 80-acre allowsble «pplicable under statewide rules. ‘e are in thas
process of maxXine final preparstions for. nresentation of the case and 211 arrive
in Santa re by mid-ailernoon Decerber 18, If sny of you desice to review our
preparations or to discuss owr plans prior to the honring, please cmtact us at
tte [La Fonda Hotel on the afternocon of Lecerver 18,7

Thie is to advice you thst tie uniersirned are in accordance with yo.r company as set

out shwe,

70
s iy ,
wGR/orf Wne G, ioss
cc: Mr, Ce L, Sowthard, Jr,

oth Floar Yoo K Saa)

Midland National Bank Alcg,
Midlarnd, Texas : Vee X. Hoss




BEFORIE THE OXL CORSERVAZION COMMYSIIOR
QF FHE STALYE OF NMEW HEXICOo

ALR THE MATTER OF L nlkALHG
CCALLED LY THE OLl COHLBLRVAIION
SCOMMISSION OF HEW MEXICO POR
ITHE PURPOSE OF COMSIDERING:

CASE Wo. 2118 ) . i
j GRSE No. 2450 ; connolidated
= ; , Oxdaer Ho. {=-1826-B

/ | /BPPLICATION CF MARATHON OIL COMPANY - |
| | (PORMERLY 7TE& OHIC OIL COMPANY) FOR
| 1 160~-ACRZ PRORATION UNITS IN THS LEA-
) : i DEVONIAN POOL, LEA COUNYTY, NEW MEXICO.

]
B | ORDER OF THE COMNSISSION P
!

| : i!B’l’ 'J.H}" COMMISSION:

I

: This cause came on fos hwearing =2¢ Q o'clock a.m. on

! Decembar 19, 1962, at Santa Fe, New Mexilco, before the 01l Con-
jservation conmigsion of New Maxico, hereinafteor wreforred to as
ithe “"Comxission.”

; HOW, on this 28th  day of Docombor, 1962, the Commission,
la quorum being pyaesent, having considered the tastimony presented
.and the oxhibits ceceived at said hearing, and being fully ndvised
,in the precmises,

J FInD3s

fi (1) That due public notice havicg been given as roquired by
1 law, the Commission has jurisdiction of this causce and th: subject

" matter thoreof.

{2} 7That by Order Mo. R-1626~A conterxed iii Cages 2118 - 2459
i (Consulidated) on Ducember 21, 1961, temporarcy special cales and
Hrequlations werae promulgated for the Lea-Devonian rool.

! (3) That ths evidence presented at the hearing of this
i case establishes that the Lea-Devonian Pool can be efficiently
i and economically drained and davelopad on 160-acre proration

{units. P

g (4) That the ovidencae sstablishe: that 160-acre proration
iunits will prevent the drilling of unnecessary wells, prevent

reducud recovery which might result from the drilling of too few
walls, and will otharwise prevant waste and protect correlative

rights.

(5) That the tunportry special rules and ragulations
promulgatod for the snbjoct pool by Order No. R-1i826~A should




j-~2-——

C?&Su‘ Ho. 2118 ) “Ol‘lgolidated
‘CASE Ho. 2459 )

‘order ¥o. R~1626~B

‘be made permanent, cffactive Janwary 1, 1963, provided however,
‘that a 160-acre proportional factowr of 12.33 should ba adopted
fior allowable purposces.

IT_is THORSFORE ORDEREL:

(1) 7That the tamporary upgcial rules and regulations pro-
‘mulgated for the Lea-Devonian Pool by Order Ho. R-1826-A entercd
“in Cases 2118 ~ 2459 (Conaolidated) on becemberx 21, 1961, are

”herehy made pﬁrmanent.

: PROVIDED HOWEVER, hat Rule 5 of the special rules and :
rcgulations for the Lea~Devonian Pool shall be amended to wood
in its entirety aa follows:

| ‘ i "RULE 5. A 160-acrce proration unit (158 through 162 acres) ;
Lo i in the Lea-Devonian Pool shall be assignod a proportional ;
| ; factor of 12.33 for allowable purposes, and in the event g
f ' thore is more than one well on a lé0-acre proration unit, !

' the operator may producs the allowable assigned Lo the i
unit from the wells on the unit in any proportion.” {

(2) That this ordexr shall be effective Januvary 1, 1963.

5 (3} That jurisdiction of thig cauwse iz herseby retained for ;
ithe entrxy of such further orders ag the Commission may deem nec- §
i

‘;i E53ary.

i DONS at vanta Fe, New Hexico, on the day and yecar herein- :
abcve deglgnated. 3

I
i3]

STATE OF HEW MEXICO
OIL CORSERVATION COMMISSION

/

ZZQQZ' /{ftylz/f' (

POM bOLRCK. Chairman

2

B. 3. WRLKER; Membe

A. L. PORTER, J:., & secretary §




MEMEER

LAND COMMIENONIR
. 8 JOHNNY wALKER

GOVERNOR
EOWIN L= MECHEM
CHA\RMAH

State of i Wexica
@il Eongerbation € ommigsion

STATE GEOLOGIST
Ao L. PORTHER, JF.
IICIITAIV-DIR!CYOH

. O 20X (YA
IAMTA e
December 28, 1962
2118)
Mr. Charlss Malone Re: case NoO. iésaicﬁ'olj‘d'“a

Atwood & Malone order ¥No. p-1826-B

Attorneys st Lav
post Office prawer 700 Applicants

poswell, New Mexico
i . ratho

pear Bix:

gnclosed herewith are two copies of the abovo-:oconuc@
commission ordex recently entered in the subject case.

very truly yours,

P,

Aq Lo Pomka Jt'
s-cnt;ry-niroctor

ix/
caxbon OOpY of order alse sent tos
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P. O. BOX 3128
HOUSTON 1, TEXAS

November 22, 1961

New Mexico Oil Conservation Commaission
P.O. Box 871
Santa Fe, New Mexico

Att. Mr. A. L. Porter
Secretary-Director

Gentlemen:
Re:. Case No. 2118, Lea-Devonian Pool,

Secs. 11 and 12, Township 20 South,
Range 34 East, N. M. P. M., Lea County,
New Mexico

As provided in Order No. R-1826 entered December 8, 1960, the above num-
bered case is to be re-opened at the regular monthly hearing in December,

1961, at which time operators in the pool are to appear and show cause-why

! the Lea-Devonian Pool should not be developed on 40-acre proration units.

o - The Ohio Oil Company is Operator of each of the wells presently completed

B in the Lea-Devonian Pool under the Agreement for the Development and Oper-
. 'f ation of the Lea Unit Area and is the owner of a substantial interest in the Lea
: Unit Area and in each of the wells within the Unit Area.

The Ohio Oil Company hereby applies for pool rules for the Lea-Devonian

; ‘Pool requiring 160-acre proration units and a 160-acre spacing pattern with
each regular proration unit to consist of a regular governmental quarter sec-
tion with the well located in the approximate center of either the Northwest
Quarter or the Southeast Quarter of the quarter section dedicated to the well.

The Ohio Qil Company further recommends.that the pool rules permit a toler-
ance of 150 feet in the location of any well hereafter drilled in the pool where ,
ecessary because of surface obstructions, such tolerance to be approved upon : s
plication of the interested owners, but without notice and hearing. '

\The Ohio Oil Company further applies for the determination of an oil allowible o
\¢ factor to be fixed by the order adopting the pool rules at a figure which will l.ro- -
§ \E \yide an appropriate allowable for wells now or hereafter completed in the pooy,.
such allowable to be in excess of the 80-acre allowable authorized under the
\ statewide rules and in an amount which will protect the correlative rights of
interested parties and prevent waste.

L N ORI i g rcames e
;




The Ohio Oil Company requests that thig application be set for hearing be-
fore the Commission at the regular hearing in December, 1961, in connection
with and as a part of the hearing to be called at that time pursuant to Order
.R-1826, and The Ohio Oil Company requests that notice be given as required
by the applicable laws and regulations.

A Iist of the interested parties now known to Applicant is attached,

Very truiy yours,

THE OHIO OIL. COMPANY

J. 0. Terrell Couch

i i e s b A T - T T S et i A b i, e e i Al R A LA
A e s e b st X i o ot RS
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List of Interested Parties Now Known to
Applicant re: The Ohio Oil Company's
Application dated November 22, 1961,

concerning the Lea-Devonian Pool in Secs.

11 and 12, T20S, R34E, N.M.P. M. -
Lea County, New Mexico

W. G. Ross and wife, Vee K. Ross
P. O. Box 1084
Midland, Texas

Jake L. Hamon

5th Floor Vaughn Building
1712 Commerce Street
Dallas 1, Texas

Edwin Cox
2100 Adolphus Tower
Dallas, Texas

The Pure Oil Company
P. O. Box 239
Houstion 1, Texas

Gulf Oil Corporation
P. O. Box 669
Roswell, New Mexico

Sinclair 0il & Gas Company
P. O. Box 1470
Midland, Texas

Drilling & Exploration Co., Inc.
Box 35366, Airlawn Station
Dallas 35, Texas

Mr. John Anderson

Regional Oil and Gas Supervisor
United States Geological Survey
P. 0. Box 6721

Roswell, New Mexico

Mr. E.S.Johnny Walker
‘Commissioner of Public Lands

P. 0. Box 191

Santa Fe, New Mexico

gt ks

N g e, B s
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Mr. and s, W, II, Milner
609 S. Lea
Roswell, New Mexico

; Martha Featherstone
: 3 236 Petroleum Building
i : Roswell, New Mexico

-Harvey E. Roelofs

Trustee for Olen F. Featherstone II
c¢/o Olen F. Featherstone

236 Petroleum Building

Roswell, New Mexico

Edith M. Kasper and husband, Paul Kasper
P.O. Box 1094
Midland, Texas

; Dorothy E. Cox McCormick and husband, Don G. McCormick
: ¢/o Reese, McCormick, Lusk & Paine

£ 3 Bujac Building

: 112 North Canyon

Carlsbad, New Mexico

]
i
D
3
3
=}

L. N. Hapgood and wife, Mary
P. O. Box 966
Casper, Wyoming

'E.F. Howe and wife, Frances E. Howe
¢/o New Mexico Bank & Trust
Hobbs, New Mexico

Thomas Joseph Sheehan and wife, Louise Sheehan
112 West Fairview Boulevard
Inglewood, California ...

-R.R. Herrell
Oil & Gas Properties
P. 0. Box 430:
Midland, Texas

Western Qil Fields, Inc.
P.0O. Box 1139
Denver, Colorado

Ernest A. Hanson
P. 0. Box 852
Roswell, New Mexico




R,

E. B. Todhunter
P. O. Box 852
Roswell, New Mexico

United States Smelting Mining & Refining Co.
P. 0. Box 1877
Midland, Texas

Texaco, Lic.
P. O. Box 3109
Midiand, ‘Texas:

Pan American Petroleum Corporation
p. O. Box 68
Hobbs, New Mexico

Herbert Aid Estate
c/o°J. T. Sivley

212 Booker Building
Artesia, New Mexico




BEDPORE 1%y « L L OO SERY, wit COMMYSH1OIT
Or Tiln ST:'w OF .../ MELICO

IN THE M.UTER OF THE HEARING
CALLED By 7HIE OIL CONSERVATION
COMHISSION OF NEW MEXICO FOk
Ttlis PURPOSE OF CONSIDERING:

CASE Mo, 2118

Ordery No. R-~-1830

| APPLICATION OF THE OHIO OIL COMPANY

| : : FOR AN ORDER ESTABLISHING TEMPORARY

L : SPECIAL PI'ITS AND REGULATIONS FOR

. THE LEA-DEVONIAN POOL, LEA COUNTY,

- NEW MEXICO, TO PROVIDE FOR 80~ACRE
PRORATION UNITS.

ORDER OF THE COMNMMISSION .

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on .
November 16, 1960, at Santa Fe, New Mexico, before the 0il Conser~
! vation Commission of New Mexico, hereinafter referred to as the
i "Commission." .
NOW, on this 8th day of December, 1960, the Commission,
a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises, v ‘

RSP G,

FINDS:

: ; (1) That due public notice having been given as required by
< : law, the Commission has jurisdiction of this cause and the subject
’ matter thereof.

~ (2) That the applicant, The Ohio 0il Company, seeks the
promulgation of temporary special rules and regulations for the
lea-Devonian Pool in Lea County, New Mexico, to provide for 80-
acre proration units.

{(3) That the evidence presented concerning the reservoir
: characteristics of the Lea-Devonian Pool, including permeability
{ and porosity data, justifies the establishment of 80~acre pro-
5 ration units in said pool for a temporary one-year period. ‘

; (4) That the information presently available and presented
; as evidence indicates that the Lea-Devonian Pool can be efficiently -
' and economically drained on 80-~acre proration units.

(5) That during the one~year period in which this order
“will be in effect, the applicant should gather all available
information relative to drainage and recoverable reserves in the
subject pool, including core data and interference tests.
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CASE No. 2118
Order No. R-1826

{6) That (I i3 case should be heard again by the Commission
at the regular mo: . hily hearing in December, 1961, at which time
the applicant should be prepared to prove by a preponderance’ of
the evidence the proration unit size on which the subject pool
can be most efficiently drained and developed.

IT IS THEREFORE ORDERED:

That temporary special rules and regulations for the Lea-
Devonian Pool in Iea County, New Mexico, be and the same are
hereby promulgated as follows, effective January 1, 1961.

SPECIAL RULES AND REGULATIONS FOR THE
LEA-DEVONIAN POOL

RULE 1. Each well completed or recompleted in the Iea-Devonian
Pool or in the Devonian formation within one mile of said pool,
and not nearer to nor within the limits of another designated
Devonian pool, shall be spaced, drilled, operated and prorated
in accordance with the Special Rules and Regulations hereinafter
set forth.

RULE 2. Each well completed or recompleted in the Lea-Devonian
Pool shall be located on a unit containing 80 acres, more or less,
which consists of the N/2, 8/2, E/2 or W/2 of a single govern-
mental guarter section; provided, however, that nothing contained
herein shall be construed as prohibiting the drilling of a well
on each of the quarter-quarter sections in the unit.

RULE 3. The initial wel} on any 80-acre unit in said pool shall
, be located within 150 fect of the center of either the NW/4 or the
" SE/4 of the quarter section on which the well is located. Any
well which was completed in the Lea-Devonian Pool or which was
drilling to the Devonian formation within one mile of said pool
prior to Janunary 1, 1961, is granted an exception to the well
location requirements of this rule.

RULE 4. For good cause shown, the Secretary-Director of the Com-
mission may grant exception to the requlrements of Rule 2 without
notice and hearing when the application is for a non-standard unit

comprising a single quarter-quarter section or lot. All operators s
offsetting the proposed non~standard unit shall be notified of the
application by registered mail, and the application shall state ‘ P

that such notice has been furnished. The Secretary-Director of
the Commission may approve the application if, after a period of
30 days, no offset operator has entered an obJectJ.on to the
formation of such non-standard unit.

The allowable assigned to any such non=' «<\%xmdard unit
shall bear the same ratio to a standard allowablé il the Lea-
" Devonian Pool as ‘the acreage in such non-—standard unit bears to

80 acres,
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CASE No. 2118
order NoO. R-1826

RULE 5. An go~-acre proration unit (79 through 81 acres) in the
Tea~bevonian pool shall be assigned an g0-acre pr0portional
factor of 10.33 for a1lowable purposes, and in the event there 18
more than oneé well on an go-acre proration unit, the operator may
produce the allowable assigned to the unit from £he wells on the

unit in any proportion.

{7 IS FURTHER ORDERED:

That operatorS’who propose to dedicate 80 acres to a well
in the Lea-Devonian pool must file an amended commigsion Form
c-128 with the Hobbs pistrict office of the commission by Dec-

ember 16, 1960, in -order that the well may pe assigned an go-acre

allowable on the January proration schedule.

EEVIS FURTHER ORDERED: .

That this case pe reopened at the regular monthly hearing
of the Commission in_December, 1961, at which time operators in
the subliect pool shall appear and show cause why the 1ea-bevonian
pool should not be ‘developed on 40-acre proration units.

pONE at Santa Fe, New Mexlico. on the day and year herein-
above designated. '

STATE OF NEW MEXICO
01L CONSERVATION COMMISSION |

" JomN SURROUGHS, Chairman
CMURRAY E; MQRCAN,rMGmber-

. L, PORTER, Jr., Member & skeretary

SEAD

esx/
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DOCKEY: | R ULAR HIEARING - WEDNESDAY . PECEMBIR Avel

oTL CONSERVATKON COMMESSTON - o A M., MORGAN ALl graTE LAND OFFICL

I ._.ﬁ,..-g.__.‘E_l,?},‘:‘_?l,!\r':f?_.‘_,;‘i{\.iﬁ‘.f!'iijl@,‘,-Nji_‘ﬁ'__i“_l‘_l_f?’:-}f'}ﬁ{'w-,.-,_ e T T
ALLOWABLE: .Y Considcration ol lhv oil atiowahle for Janudiy. 1902,

(2) Consideration of the allowablc 9voduc\ion of yas fov
January, 1962, tor ten prorated ponly N Lea and Buay
Countics, New Mexico. Consideration of the allowabic

production of gas for nine prorabted pools in San Juan,
Rio Arriba and Gandoval Countics, New \Mexico, for
January, 1962, and also presentatéon of purchasers’
pominations for the s ix-month prriod heqginning Februavy
1, 1962, for that ared.

CASE 24060 Southeastern New Mexico nomenclatu’e ease celling for an
order creating new pools and extending ant aliolishing copriain
existing pools in Eddy, Lea, Chaves and Roosevelt Counties,

New Mexico.

(3) Create 38 new oil pool for Declawave production, designated
as the Cruzn-Delaware Pool, and describet 85°

TOWNSHIP 23 SoUTH, RANGE 33 gggj;_l__gqgnj\}
Section 19t S/

w!

(h) Create 38 new oil pool for wo

1fcamp promuction, uesignated
as the South Know]esmWolfCa P

Fod
Pool, and described ast

TOWNSHTF 17 SOUTH, RANGE 38 EAST, NMPM

e e e e e

Section 21: SE/4
(¢) Abolish the Angell—Seveh Rivers Pool described as:

TOWNSHIP_19 SOUTil, RANGE 58 EAST, NMPM
Section 28: NE/4

(3) Extend the South Bitter Lake-San Andres Pool, to includes

IQWNSHIP 10 SOUTH, RANGE 25 EAST, NAMPM
Section 26: W/2 NW/4
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(e) Extend the Dollarhide-Queen Pool, to include:

TOWNSIIIP 24 SOUTH, RANGE 38 EAST, NMPM
Section 18: S/2 SW/4

(f) Extend the Empire-Abo Pool, ito includce:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 30: W/2 SE/4

(g) Extend the Eumont Gas Pool, to include:

TOWNSHIP 21 SQUTH, RANGE 37 EAST, NMPM
Section 16: - NW/4

(h) Extend the Justis-Blinebry Pool, to include:

TOWNSHIP 25 SOUTH, RANGE 38 EAST, NMPM
Section 19: NW/4

(1) Extend the Medicine Rock-Devonian Pool, to include:

TOWNSIHIP 15 SOUTH, RANGE 38 EAST, NMPM
Section 22: SE/4

ct

O
[
s
[+
P
-
-
>

(j) Extend the East dillman-5even Rivers Pool,

Lo TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
NI Section 21: S5/2
Section 28: NW/4
Section 29: NE/4

(k) Extend the East Millman Queen-Grayburg Pool, t< include:

TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 12: SW/4 NW/a

(1) Extend the Pearl-Queen Pool, to include:

TOWNSHIP 19 SQUTH, RANGE 35 EAST, NMPM
Section 23: W/2

5 , ‘ (m) Extend the South Prairie-Pennsylvanian Pool, to include:
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cownstiiP_8 SOUTL RANGE_B0 EATLs NaiPM
i el L\ /‘l e _—”4"_-"-'

Gection 17: ow/ 7
(n) gxtend the North 3an gimon-Yates pPool, O jnclude:

ToNNSHIP_ 21 <oUTl}  RANGE 395 EAST, NMPM

— fomnon g e

Soction 33° N/2 sw/4
(o) Extend The Shoe Bar—?ennsylvanian Pool, t© jnclude:

oWNSHIP_10 couTH, RANGE 35 EAST, NMPM
Gection 26 NW/4

(p gxtend the Skaggs~Glorieta Pool,. t° jnclude:

=
1P 20 2x—— RANUR 2

TOWNSHIP_ 20 gouTH, RANGE 31 EAST, NMPM
Section 12: sw/4

g 2461: Northwestern New Mexico nomenclature case calling for an
~order cxtending existing pools in Rio Arriba and dSan Juan
Countieés: New Mexico and deleting @ portion of a pool in

McKinley County.

(a) Contract the Red Mountain-Mesaverde 0il Pool %O include:

TOWNSHIP o0 NORTH, RANGE_9 WEST, NMPM
Section 21: All
gection 28° All

v Extend the BlanCOAPictured criffs Pool O jnclude:’
TO‘NNSHIP 29 NOF_.TH, RANGE 38 WEST, *l_\IMPM

Section 5S¢ NW/4
gection O° N/2

R R O L PR

(c) Extend the South Blanco—Pictured clitis pool tO inciude:

TOWNSHIP 23 NORTH RANGE 1 WEST NMPM
Section 5% All

z‘m&cﬂdmﬁw\nm»”a e B il

TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPM
All of sections 19 thru 292 inclusive
gection 26° w/2 ;

a1l of sections o7 thru 30 inclusive

A ,,,,We;o#‘-j P

S

e Foierbis

- ,{m’n-ﬂu.)aﬁpw - .
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Seclion 32: Altl
seclion 33: N/2
Section H1:1 Al

TOWNSHIP 27 NORTif, RANGE 5 WEST, NAPM
Section 33: LE/2

(d) Extend the Tapacito-Pictuved Pool to invclude:

TOWNSHIP 27 NORTH, RANGE 5 WEST, NMPM
Section 17: W/&

(e) Extend the Blanco-Mesaveride Pool to include:

TOWNSHIP 30 NORY, RANGE 12 WEST. NAPM
Section 1: Ali
bDection 121 All

JOWNSHIP 31 NORMW, RANGE 5 WEST, NMPM

All of partiat scctions 5 and O

(f) Extend the Bisti-Lower Gallup Oil Pool to include:

TOWNSIHITE 26 NORTil, RANGE 13 WEST, NMPM
Section 29: S/2 NW/4, S¥/4 NE/4, & N/2 SW/41

(g) Extend the Cha Cha-Gallup 0il Pool to include:

TOWNSHIP 28 NORTH, RANGE 13 WEST, NMPM
Scction 14: W/2 SW/4
Section 23: SE/a

TOWNSHIP 29 NOR'tti, KANGE 14 WEST, NMPA
Section 16: SE/4

i ‘

§ (h) Extend the Devils Fork-Gallup Pool to include:
TOWNSLIIP 22 NORTH, RANGE 6 WEST, NMPM
Section 7: W/2 NW/4 & N/2 3W/4

(i) Extend the Totah-Gallup O0il Pool to include:
TOWNSHITP 29 NORTiH, RANGE 1q WEST, NMPM
Section 14: N/2
iqg/
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CASE 2118: (Reopened)

In the matter of the application of The Ohio Oil Company

! : for the establishment of 80-acrec oil proration units in the
Lea-Devonian Psel, lea County, New Mexico. Case No, 2118

,? will be reopeuned pursuant to Order No. R-1826 io permit

’5 the applicant and other interested parties to appear and
show cause why the Lea-Devonian Pool should not be developed

on 40-acre proration units.

et e o,

{ ; SIS

CASE 2459: Application of Thc Ohio Oil Company for tot acre spacing,
Lea Devonian Pool, Lea County, New Mexico. Applicant, in
! : the ahove-styled cause, seeks an order requiring 1é60-acre
w ; proration units and 160-acre spacing for the Lcea-Devonian
Pool, Lea County, New iexico., Applicant further seeks the
\\\ estabiishment of special rules for said pocl which would

include an oil allowable factor in excess of the 8)-acre
allowable factors provided by the statewide rules., Said
B ¥

Lea-Devonian Pool is currently governed by temporary 0 20rc
rules.

.
1

CASE 2119: (Reopened)

In the matter of the application of The Ohio Oil Compaay for
the establishment of 80-acre oil proration units in the Lca-
: Boine Springs Pool, Lca County, New Mexico. Case No. 2119

S ‘will be reopened pursuant to Order No. R-1827 to permit the
applicant and other interested parties to appear and show
cause why the Lea-Bone Springs Pool should not be developed
on 40-acre proration units, '
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B EFORE THE OIL CONSERVATION COMMISSION

fr0 "\ STATE OF NEW MEXICO

“ ,{ | IN THE MATTER OF THE APPLICATION

)
OF THE OHIO OIL, COMPANY FOR THE )
ESTABLISHMENT OF POOL RULES FOR ) No., 2459
THE LEA DEVONIAN POOL LOCATED IN )
SECTIONS 11 and 12, TOWNSHIP 20 SOUTH, )
RANGE 34 EAST, N.M,P.M,, LEA COUNTY,)
NEW MEXICO. )

EMNTRY OF APPEARANCE

The undersigned, Atwood & Malone of Roswell, New Mexico,
a firm of attorneys all of whose members are dgly licensed to prac-
tice law in the State of New Mexico, hereby enters its appearan;:e as
co-counsel with I, O, Tcrrell Couch, Esquire, Houston, Texas, for
The Ohio Oil Company, Petitioner in the above styled and numbered

case.

ATWOOD & MAL.ONE

Réswell, New Mexico ’ )
November 28, 1961 ’ . ’ f .
By Dy / //M
Post Office Drawer 700 s
Roswell, New Mexico
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New Mexico Qil Conservation Commisgion
; P. O. Box 871
Santa Fe, New Mexico
= 3 Att. Mr. A, L. Porter, Jr.
’ ; Secretary-~Director

Gentlemen:

Re: ng 1733 ggg Consolidated
Order No. R-1826-A

We have carefully considered the above numbered order including the findings of
the Commission set out in the order. As this is the first instance in which the
Commission has adopted 160-acre proration units for oil production, we understand
; the natural inclination of the Commission to proceed with caution. The adoption of
the 160-acre proration umits even on a temporary basis was a forward and objective
step by the Commission as it continues to encourage and insure conservation of oil
and gas while keeping pace with the needs and advances of the oil and gas industry.

Nevertheless, it w~~ the opinion of The Chio Oil Company’'s representatives that
the evidence submitted at the December 13, 1961 hearing justified the establishment
of 160-acre proration units on a permanent basis, together with an appropriate in-
Ao : crease in the allowable. This opinion remains unchanged. However, in view of the
b : circumstances of this case, and because the order is expressly designated as a
temporary order, we have concluded that motion for rehearing should not ke filed.

; In lieu of such motion, we have elected to submit this letter to make our position

: entirely clear to the Commission.

We will, of course, continue to gather pertinent data concerning the Lea-Devonian
Pocl and we intend to seek permanent 160-acre oil proration units, together with

an appropriate additional allowable, in the December, 1962, hearing, if we consider
that such relief is still justified under the facts then available. Meanwhile, on be-

C s
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half of ourselves and other interested parties we reserve the right to request
additional allowable at an earlier date if that appears necessary to protect
correlative rights.

Very truly youre,

THE OHIO OIL COMPANY

JOTC/1

cc~-Hon., Edwin L., Mechem
P. O. Box 871
Santa Fe, New Mexico

Hon. E.S. Johnny Walker
P, O. Box 7791
Santa Fe, New Mexico




el THE puns O/IL COMPANY

SOUTHERN PRODUC!NG mvf.—uou *  MIDLAND DISTRICT
s P. 0. BOX 671 *» MIDLAND, TEXAS * MUTUAL 2-3723

December 26, 1962

3 ; The State of New Mexico

; 011 Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

RE: NMOCC Hearing December 19, 19be,
Cases 2118 and 2459 Reopened

Attentlicn: Mr. A. L. Porter, Jr.
Gentlemen:

A hearing was held by The New Mexico 0il Conservation
Commissl on December 19, 1962, for the purpose of review-
ing temporary rules and regulations for the Lea Unit
Devonian Pool, Lea County, New Mexico. Cases 2118 and
2459 were reopened, as provided in vhe hearing neld one
year ago.

This office of The Pure 0il Company did not receive notice
of the hearing in time to make recommendations. Even
though the hearing has already been held, The Pure 0il
Company wishes to support the recommendation of Marathon
01l Company that the 160-acre proration units be made
permanent and that the Commission assign allowables on

the basis of the proportional factor of 12.33, belng two
normal unit allowables greater than the 80-acre allowable
applicable under statewlide rules.

AT T g e ", o A T

In addition to the above support of Maratinon's recommenda-”

ticn, The Pure 0il Company wishes to express the opinion

that Rule No. 3 should not prevent any operator from seek- :
ing relief for protection of correlative rights or to ‘ !
prevent confiscation of property. :

Yours very truly,
THE PURE OIL COMPANY

Harold “Simpson
District Superintendent
cc: Marathon 011 Company
Mr. L. L. McDonald
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RECOVERABLE OIL RESERVES

LEA DEVORIAN POOL

Basic Data

¥ . Net Pay = 65 feet

Porosity = 5.49% (Core Analysis)

£ e P

Water Saturation = 43% (Capillary Pressure Tests)
Formation Volume Factor = 1.185 (Fluid Analysis)

Recovery Factor = 50% (Estimated)

PR L A T

q Volumetric Calculation

7758 Bbl/scre-ft. x Porosity x (1-Water Saturation) x Net Pay x Recovery Factor
Formation Volume Factor

AR PN A e

L7758)(oa05h9i(gé§7)(65)(0.5® - 6,558 bbls/acre

s

o
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NMOCC Case No. 248 & 2¢5%
Ohio Exhibit No. &
Date L2 -r3-6/




COMPARATIVE ECONOMICS
FOR DEVELOPMENT OF
LEA DEVONIAN POOL

4LO-ACRE SPACING VS, 80-ACRE SPACING VS. 160-ACRE SPACING

Proposed Participating Area

2280 Acres

Wells Required with LO-Acre Spacing 57 Wells
Wells Required with 80-Acre Spacing 29 Wells
Wells Required with 160-Acre Spacing . 15 Wells

: Investment @ $510,000 per Well w— f) 4i:v@{/ //ﬁ’b&’

i For 40-Acre Spacing (57 Wells) $29,070,000

' For 80-Acre Spacing (29 Wells) $14,790,000

For 160-Acre Spacing (15 Wells)

Ultimate Reserves

$ 7,650,000

; 011 15,180,240 bbls.
; Gas @ 300 cu., 1't. per bbl. 5,554,072 MCF
f W.I. Net Operating Income Per Gross Bbl. of 0il
; Produced Including Income From Gas Produced With Oil
; " Value
; Bbl. of oil $2.81
i 300 cu. ft. of gas .06
: Total Gross Value $2.87
i Costs
i Severance & Ad valorem Taxes $0.20
| Koyalty 0.36
% Lifting Costs 0.25
7 : $0.81
Net Operating Income Per Gross Bbl. $2.06
W.I. Total Net Opersting Income
) 15,180,240 x $2.06/bbl, $31,271,29%4
Net Profit “u. u4O-Acre Spacing $ 2,201,294
Net Profit per Well $38,619
Profit to Investment Ratio 0.08 to 1
Net Profit for 80-Acre Spacing $16,481,294
Net Profit per Well $568,320
Profit to Investment Ratio 1.11 to 1
Ket Profit for 160-Acre Spacing $23,621,294
* "Het Profit per Well $1,574,753
Profit to Investment Ratio 3.09 to 1
EMOCC Case No. 2//8 £ 225
Ohic Exhibit No. 70
Date _2- /43 -6/ { /D

o
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PRESSURE DECLINE CALCULATED FOR LEA UNIT NO. 1 TO

OCTOBER 1, 1961, BASED ON MAXIMUM RADIAL

DRAINAGE OF 251 ACRES

WELL NO. I

+39; 9 Borrels
133,719

251 Acros

Pressure Decline = Ny x Bo
ceN ™ Boi )
133,719 1.198
Decli = X
Pressure Decline (23.2 x 10-6)(5.04 < 10") 1.185
Pressure Decline = 160,195
139

Pressure Decline = 1153 psi

Measured Pressure Change to October 1, 1961 = 12 psi increese

NMOCC LCase Fo. 2yfs 2gs57
Ohio fxhibit Mol /7
Date . /#-,3-6/
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The Material Balence for an oil reservolir producing wheun the reservolr
pressure 18 gpqu‘the bubble point pressure of the reservoir fluid 1s
given by the following equation:

NBoi CeAp = Np B() - We + wap

where:
N = original oil in place

E‘ Np = cunulative oil production

By = 0ii formatlien volume factor
T We = cunulative water influx
7 B, = water formation volume factor
'2 Wp = cumulative water production

%
o
1

reservoir pressure decline
| 1 Boi = initial oil formation volume factor
Ce -~ cefoctive £inid comnressibility

o
|
|

: Ce = SoCo * SwCw * Cf
So

So = qil gaturation

co = oil compressibility

S, = waler saturation
i ico _ water compressibidity
i cp = formetion or rock compressibility

' For a volumetric reservoir Wg = O and Wp = O and the above equation reduces to:
NBoi CedP = Np Bo

The reservoir pressure decline at any time is thus given by the following
expression:

L grpmnm - e+ o A A g I R ST . o N e e m e e T - B e




Basic Data for Lea Unit No. 1:

Porosity (9) = 5.49%
| Water Saturation (Sy) = 43%
g | Net Pay (h) - 9R feat
g ; Area (A) = 251 acres
: Initial Formation Volume Factor (Byy) = 1.185

\

0il Compressibility (c,) 9.99 x 10-6 vol/vol/psi

3.00 x lO'6 vol/vol/psi

1

Water Compressibility (cy)

[

At o ~ Rock Compressibility (eg) 6.25 x 107° vol/vol/psi

Original Oil in Place in 251 Acres Sprrounding Lea Unit No. 1

y - 7758 A g (1 - 8y)

B .
+ol

N - L7758)(251)(98)(0.0549)(0.57)
1.185

=2
l

5,040,000 bbls. of stock tank oil

Effective Fluid Compressibility

Soco + chw + cr

co - M0.57)(9.99) + (0.23)(3.0) + (6.25] 1076
(0.57)
| Ce = 23.2 x 10-6 vol/vol/psi

: - e s G i o R i C e P T e g s g it ‘-'~‘<\'~v~—u7fcm:‘i'>"“"’“
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MARATHON

MARATHON OIL COMPANY

FORMERLY THE OHIO OIL COMPANY

SOUTHERN NATIONAL BANK BUILDING

LEGAL DEPARATMENT :
J. O. TERRELL COUCH . 0. BOX 3128
DIVISION ATTORNEY HOUSTON 1, TEXAS
JOMN M. BEVAN, UR.

December 24, 1962

WARREN B. LEACH, JR.
JACK FARISS
RICHARD G. RORSCHACH

PR edo et e T

New Mexico 0il Conservation Commission
P. 0. Box 871
Santa Fe, New Mexico

Attention: Mr, Jim Durrett

t é Re: NMOCC Hearing
: ‘ December 19, 1962
Cases 2118 and 2459

Dear Jim:

Atk

% , I return for the Commission's files regarding the above numbered cases
L i the letters and telegrams which you were kind enough to permit me to with-
draw for copying. A list of the letters and telegrams is attached.

It was a pleasure to see you in Santa Fe and I only wish we could have
had more time to visit. Perhaps we can arrange that on my next trip.

Sincerely, .

. J 0. Terrell Couch

TC:MK
Encls.

L i ke i T S
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DRILLING AND EXPLORATION CoMPANY, INC.
E£EXCHANGE BANK BUILDING

1 ) ’ k’
N 5
3 .\ DaLLAS 30, TEXAS MAILLIG ADDRESS
i P. O, BOX 35366
AIRLAWN STYATION

December 14, 1952

: Mr. J. 0. Terrell Couch
Marathon Qil Ccuipany
¢/o La Fonda Hotel
Santa Fe, New Mexico

et
“

WIS BN AL R

Re: NMUCC Hearing
December 19, 1962,
Cases 2118 and 2459

At

Dear Mr. Couch:

Reference is made to'your letter of December 12
concerning the above captioned cases.

Please be advised that we concur in your
recommendations and handling of these matters
as outlined in your letter of December 12.

Yours very truly,

DRILLING AND EXPLORATION COMPANY, INC.

E.A. Roberts, Jr.
Production Manager {

EAR/r2
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Euid Wil Cormoraitiom

i)
ROSWELL PRODUCTION DISTRICT

W'nas;sﬁc?g::nfnn P. O, Drawer 1938
iSIRI 15 De 96
F. O. Mortiock cember 173 1962 Roswell, New Mexico
CUSTRICT EXPLLRATION
MANESER
M. |, Taytor
GISTRICT PRODUCHION
MANASFR
H. C. Vivian
DISTRICT SERVICES MANAGER

01l Conservetion Commission
State of Newv Mexioco
Post Office Box 871
Sente Fe, Kew Mexico

Attention; Mr., A. L. Porter, Jr.
Gentlenmen;

Reference is made to the application of Merathon Cil Cowpeny
in Cases ¥o. 2118 and 2459 Consclidated (Re-cpened) schedulod for hearing
on December 19, 1962.

Ouif 0fl1 Corporstion is a Working Interest Qwuner in the iea
tnit and hes other screcgs in the vicinity. It is recommended that 160-
acre specing be sdopted in the Lea~Devonicn Pool on a persarent basis
with an allovable esssigned consistent with such speecing. It is fwrther
recommended that the sllowable bBe dbazed on 2 proportiomel factor of no
less then 12.33.

JEN ez

>~.:3 Get *l Jc 0- hmu cm
s> Ia Foads Hotel
3asta Pe, New Mexico

|
|
.
;
;1
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"NL=Night Lettes

/==y WESTERN UNION (2=
LThis Is a fast message | Yy M‘\/ ,‘I-. - - S T » 7 A N A N DL=Day Letree

unless its deferred char.

acter is indicated by the ! I E l E GRAM 1201 (4-60) L7 dnter roational

proper symbol, “Letter Telegram
W. P. MARSHALL, Passiony

The fling time showa In the date line on domescic telegrams is LOCAE TIME at point of origin. Time of réceipt is LOCAL TIME at point of destinacion

" LA159 DB352 ]

D MDA203 NL PD=MIDLAND TEX 17= 2 DS 17 PH5 Ts
:J 0 TERRELL COUCH=m
MARATHON OIL CO LAFONDA HOTEL SANTA FZ NMEX=

SINCLAIR OlL AND GAS COMPANY CONCURS WITH MARATHON O(L
COMPANY [N RECOMMENDING THE FOLLOWING PERMANENT
|SPECIAL FIELD RULES FOR THE LEA DEVONIAN POOL LEA

COUNTY NEW MEXICOr NOe 14 160 ACRE PRORATION UNITS

NG 24 160 ACRE ALLOWABLE BASED ON THE PROPOTLONAL

FACTOR OF 12¢33¢ YOU ARE HEREBY AUTHORIZED TO FILE THIS

TELEGRAM WITH THE COMMISSION AT THE HEARING ON DECEMBER
| THE NINETEENTH 1962

JOE MEFFORD DIVISION PRODUCTION SUPTaxsramme s srovics

5
5




\ T [ o SYMBOLS ‘l

WESTERN UUNIOIN (=

NL= Nishx Ltll;r

TELEGRAM 3201 (40 m

W, P. MARSHALL, PRESIOINY

Ciass Of SERVICE
-

This is » Tast message
unless its deferred chare
acter is indicated by the
proper symbol,

omestic telegrams is LOCAL TIME a1t point of 6rigin. Time of receipiis LOCAL TIME st point o[xdes( ination

‘ [ 1 & o1

The Rling time shown in the date lineon d

’ ' %L A099 BC150 - 52 DEG
|

C L LLN190 PD=DALLAS TEX 14 120P CST=
.J 0 TERRELL COUCH=
CARE LA FONDA HOTEL SANTA FE NMEX:
' CONCUR AND SUPPORT YOUR RECOMMENDATION REGARDING
NMOCC HEARING ON REQPENED CASES 2118 AND 2459= |
JAKE L HAMONewsw

THE COMPANY wiLL APPRECIATE SUGGESTIONS FROM 178 PA‘i’lONS CONCERNING ITS SERVICE
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E'DWIN L. Cox
CGIL AND Gas PRODUCER [);;‘{‘. 1
2100 ADOLPHUS TOWER
DALLAS 2, TExag ,{i""("‘.
4

December 15, 1962

Marathon 0i1 Company
P, 0. Box 3128
Houston 1, Texas

Attention: Mr, J, o, Terrel] Couch

Gentlemcn:

Re: NMoce Hearing December 19, 1962,
Cases 2118 ang 2li59 Reopened
——— <20 and 2jt

Yours very truly,
EDWIN L, cox

e At e i LA 3k i m o anm




Telegram - 12/14/62 - Jake L. Hamon to J. 0. Terrell Couch

Telegram ~ 12/17/62 - Joe Mefford, Division Produstion Supt. to J. O.
Terrell Couch

Letter - 12/14/62 - Drilling and Exploration Company, Inc. to
J. 0. Terrell Couch

cc Letter- 12/17/62 - Gulf 0il Corporation to 0il Conservation Commission
(2 copies)

T PAASr i w5  rnan 4

Letter - 12/15/62 - Edwin L. Cox to Marathon 0il Company
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