CASE 2945: Application of SHELL OIL
CO. for creation of new Devonian Gas
Pool and for special pool rules.
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IN THE MATTER OF:
Application of Shell 0Oil Company for the

creation of a Devonian Gas Pool and for
special pool rules, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks
approval for ithe creation of a new Devonian
gas pool for its Harris-Federal Well No. 1l
located in Section 27, Township 23 South,
Range 34 East, Lea County, New Mexico, said
pool to comprise all of Sections 27, 28, 33
and 34, Township 23 South, Range 34 East,and
2ll of Sections 3 and 4, Township 24 South,
Range 34 East.

o E» em G W G B EGN B @ @ @ e G» Ve A E» W W & @ = -

BEFORE : Elvis A. Utz, Examiner
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MR, UTZ: +The hearing will come to ordex, please. The
first case on the docket will be Case 2945,
MR. DURRETT: Application of Shell 0Oil Company for the

.Y

creation of a Devonian Gas Pool and for special pool rules, Lea
County, New Mexico.

MR. MORRIS: 1If the Examiner please, I'm Richard Moxris
of Seth, Montgomery, Federici, and Andrews, Santa Fe, appearing
on behalf of the Applicant, Shell Oil Company. We will have one
witness, Mr. Dana Stokes.

(Witness sworn.)
MR. UTZ: Are there other appearances in this case?
{Whereupeon, Applicant's Exhibits
Nos. 1 through 6 marked for
identification.)
D. D. STOKES
called as a witness, having been first duly swornn on oath, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIS:

Q Mr. Stokes, please state your name and position.

A D. D. Stokes, Staff Reservoir Engineer for Shell Oil
Company, Roswell, New Mexico.

Q Mr. Stokes, have you previously testified before the
0il Conservation Commission or one of its examiners?

A Yes,‘I have.

Q Are you familiar with the application of shell 0il

®©
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Company in Case 2945?

A Yes, sir,

Q What is the purpose of Shell's application in this
case, Mr. Stokes?

N We're making application for the establishment of a
Devonian Gas Pocl to be called the Antelope Ridyge Devonian Gas
Pool, and for special field rules for production from this pool.
We're also requesting establishment of horizontal limits for the
pool which are to consist of Sections 27, 28, 33, and 34 of Town-
ship 23 South, Range 34 East, and Sections 3 and 4, Township 24
South, Range 34 East.

Q what are the pertinent features, briefly, of the
special rulcs that vou intend to regquest, Mr. Stokes?

A Well, we intend to ask for 640-ac
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well locations no nearer than 660 fect to the outer boundary of
the interior quarter quarter sections. This, in effect, in a
standard section would be no closer than 1280 feet to the outer
boundaries of the section.

Q Do you have a plat of the area of the proposed pool?

A Yes. £xhibit 1 is a plat of the area. It chows the
Antelope Ridge Unit outlined in red. We have two wells completed
in the unit, the 1, th ~ . _.is Federal No. 1l Devonian completion
located in S .ction 27. 1In Section 4 we have the Federal BE No. 1,
whicua is a Moriow completion., Thnis well is driiled to the

Ellenburger apnd subseguenilv completed to the Morrow, We do

®
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have a commercial zone in the Devonian but have not as yet com—
pleted the well in the Devonian. Both of these wells are shut in
at the present time for lack of market.

Q Does this plat also show your structural interpreta-
tion of the Devonian formation in this area?

A Yes, The contours shown on the plat are on the top
of the Devonian, and the data here is based on the well control
furnished by the two wells, on seismic data, and on dipmeter data
in Harris Federal No. 1. These data show the dip to the south,
north, east, and west, with a gas-~water contact at 11,450 feet
subsea defining the productive limits of the pool on the north,
east and sputh flanks, and a fault indicated by seismic data along
the west edge of the unit boundary. Our water level has been
proved by production and drill stem test data in the Federal BE
No. 1. We recovered hoth gas and water on drill stem. test from an
interval that overlapped this 11,450 subsea.

We feel that our seismic fault on the west side of

the structure is confirmed by Giiferences in pPressures ai
content in wells in the Bell Lake Unit to the west. The pressure
in the Bell Lake Unit at the‘time of our completion of Harris
Federal No. 1 was approximately 6100 pounds, while the pressure
in the Harris Federal No. 1 was 6360 pounds.

The Bell Lake Unit wells produced dry gas while both

wells in the Antelope Ridge Unit have producedé condensate of more

tthap twenty barrels per million.,

®
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Q Now the Bell Lake Unit that you've referred to, does
that adjocin the Antelope Ridge Unit immediately on the west?

A Yes, It's a common boundary between the Antclope
Ridge Unit and the Bell Lake Unit alony the west boundary of the
Antelope Ridge Unit.

Q You feel from the information that you have that there
is geological separation between those two areas?

A Yes, seismic data indicate the fault to be present and
that this is to a large extent confirmed by the differerce in
fluid content of the gas produced from the two reservoirs.

Q Refer now, Mr. Stokes, to what has been marked as Exhiljit
No. 2, and st2tc Yhal it 1S and what it shows.

A Exhibit 2 is a cross section along the crest of the
Antelope Ridge structure trending from southwest to northeast.

It shows our interprectation of the Devonian gas column with a dip
indicated by seismic and dipmeter data to the northeast and south-
west.

Q This is along the line A-A° as shown on Exhibit No. L?

A That is correct. This cross section also has the drill
stem test and production data on the two wells that have penetrateg
the Devonian to date, The test data shown on the Federal BE No. 1]
drill stem test Nc. 4, winich overlapped the gas-water contact,
recovered both gas and water, while production test which is

labeled No. 11, with the top perforations just below the gas-water

contact, recovered only water.

®
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This Federal BE No. L is presently completed on the
interval noted 12 on this cross section, which is a Morrow forma-
tion. We intend to dual this well in the Devonian. However, the
pressure in the Morrow is so much higher than the Devonian pres-
sure that we feel that we can't complete it until we have depleted
the Morrow zone and the pressures are more nearly equivalent.

Q Do you have a tabulation showing the well tests and
reservoir data for the Devonian formation in these two wells that
have been completed so far in this unit?

A Yes, sir, 1 have a completion test on the Harris-Federa
No. 1 and drill stem test of the Devonian interval on the Federal
BE No. 1. On the Harris-Federal No. 1 we had a calculategd open
flow pctential from the Devonian of 41 million cubic feet per
day after treatment with 2,000 gallons of acid. Prior to the
treatment we haa a drill stem test on this same interval wihich
showed calculated open flow potential of 10 million cubic feet per
day.

On the Federal BE No. 1, we have a drill stem test with
a CAOF of 11 million cubic feet per day without treatment. We're
confident with & small acia treatment on the completion of Federal
BE No, 1, we'll have a potential at least equal to that of Harris-
Federal No. 1.

You'll see that the condensate recovery was 1.5 million
barrels cubic feet of gas more in the Harris-Federal than the

Ffedexal BE No., 1, Condensate and gas gravities are comparable.

N
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Ve also have tabulated on this exhibit the reservoir

properties, which have been deternined from Log analysis and bottog

=

hole pressurc measurenents, From Log analysis we have deterxrmined
an average pecrosity of 5.0 per cent, watcer saturation of 35 per
cent, average net pay of 100 feet. From bottom hole pressure
data we have found an original resexvoir pressure of 6375 pounds
per square inch absolute, and have calculated the permeability of
4.5 millidarcies from the slope of the pressure bhuild-up curve.

Q This information that you have been giving is reflected
on what has been marked as Exhibit No. 2 in this case?

A That's correct.

Q Referring now to what has been marked as Exhibit No. 4,
is that the pressure build-~up curve that ycu just referred to?

A Yes. This is a graphical presentation of the pressure
build-up data with the pressures pLotted versus dimensionless shutq
in time, which would be "t" over "delta t" plus 1, where "t" is
your producing time and "delta t" is your incremental shut-in timew
Each of the pressure points is plotted in a straight line portion
of the curve, is then extrapolated to infinite shut-in time which
is equivalent to "t* over "delta t" plus 1 over 1. This gives the
pressure to which the reservoir would build if you were able to
leave the well shut-in for an infinite length of time. The slope‘
of the build-up curve ic also related to permeability through the

equation shown below the curve on Exhibit 4. From the production

data during the flowing period prior to shut-in, and the slope of

®




FreRERT

g

General Court Reporting Service

Suite 1120 Simms Building

DEARNLEY, MEIER, WILKINS and CROWNOVER

PAGE 10

Phone 243-6001

Ailmqucrque, New Mexico

the build-up curve, we've calculated 331 wmillidarcy feet of perm-

eability; and using the 74 feet of pay which we find in the Harris

1

Federal No. 1, gives an average permeability of 4.5 millidarcies.

Q What conclusions can you draw from the mere fact that
you believe you have 4.5 millidarcies of permeability in this
reservoir, Mr, Stokes?

A We feel that this permeability is adequate for gas
production to drain more than 640 acres, particularly where you
have a large section of pay. We feel that while this indicates
the well can drain more than 640 acres, we have no production data
to back this up. For that reason we are requesting temporary field
Tules at the present time. We feel that we can prove drainage
when we have sufficient production data to base our calculations
on.

Q Refer now to what has been marked Exhibit No. b5, pMr.
5tokes, which appears to be an economic analysis on 160, 320, and
640~acre spacing in this pool.

A Item No. L on Exhibit 5 shows the cost and income data.
We expect an income after royalty and taxes of $186.50 per million
cubic feet of gas. This includes the condensate income. We show
a well cost of $750,000. This well cost is the minimum that we
anticipate. We've drilled two wells, one of which cost around
$750,000, the other one cost $1,200,000. T kelieve the experience

with the Devonian in this general area has been that the average

Lwell cast runs more than a million-dollalks
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The next three items, 2, 3, and 4, show the economics
on 160, 320, and 640-~acre spacing. On the 160 it shows reserves
of 5.5 billion cubic feet, a life of 20 years based on our gas
sales contract which would yield an income over life of $l,030,00q
Our direct operating costs and overhead and amortization of a gas
sweetening plant would ﬁmount to $103,000 over the life. The
Federal income tax is $73,000, leaving a profit of $104,000 or
profit to investment ratio of .14 and a rate oi return of approx-
imately one percent.

On 320-acre spacing the picture is improved somewhat.
We have a profit to investment ratio of .96 and a rate of return
of 7 percent, neither or wnicn are sailsiacioiy in sk wrentura
of this type.

Cn 640C-2cre spacing we chow a profit
ratio of 2.6 and a rate of return of 17 percent. These are
approaching more satisfactory factors. Howéver, 17 percent rate
of return on a risk venture is still not outstanding when yocu con-

sider that the average for all manufacturing industries is around

16 percent and these industries have no risk.

C Would you care to draw some conclusions from the exhibit

and the data that you've presented to this point, Mr. Sitokes?
A It's my opinion that the data presented show that the
permeability in this formation is sufficient to effectively drain

640 acres, and that development on 160 or 320 is not economically

feasible. I also believe that the well control, the seismic and

®
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dipmetcer data provide sufficient information for us to establish
initial pool limits as proposed. I would recommend that the
Commission formulate field rules for the Antelope Ridge Devoniar
Gas Pool along the lines of those suggested in Exhibit 6.

Q Referring to Exhibit 6 that you have just mentioned,
are these the proposed field rules that Shell requests be adopted
in this pool?

A Yes, these are the rules that we propose, These rules
are based primarily on the rules for prorated gas pools in South-
eastern New Mexico, which were set forth in Order R-1670. We
have set them up on this basis so that in the event of future
prorationing in this field, the rules would be fairly well in line
with the standard rules. They're also quite similar to rules
that have been adopted temporarily for the Lusk-Morrow Gas Pool
Order No. R-2373.

Q Would you go through these rules and hit the high point
of each rule?

A Rule 1 is a standard provision that each well completed
or recompleted in the Devonian formation within one mile of the
boundary of this pool will be drilled, spaced, and produced in
accordance with the rules hereinafter set forth.

Rule 2 provides that each well shall be located in a
standard proration unit of 640 acres, and provides that 632 througl

648 acres would constitute a standard unit. Rule 2 also provides

for administrative approval of smaller units, providing there's

*®
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no opjection from offset operators. Another provision of Rule 2
is that the acreage factor assigned to any such nonstandard unit
shall bear the same ratio to the standard acreaye factor in the
Antelope Ridge Devonian Gas Pool as the acreage in such non-
standard unit bears to 640 acres.

Rule 3 provides for the well location, provides that
any well drilled or recompleted in the Antelope Ridge Devonian
Gas Pool shall be located within and not closer than 660 feet to
the outer boundary of the Southwest Quarter of the Northeast
Quarter, the Northwest Quarter of the Southeast Quarter, Northeast
Quarter of the Southwest Quarter, or Southeast Quarter of the
Narthweat Ounarter of the section.

Q Does that language, Mr. Stokes, come pretty directly
from the order in the Lusk-Morrow Pooi?

A Yes, it does. I believe the Lusk Morrow Pool provides
330 feet and we've asked for 660. In a standard section that
would mean that you could not drain closer than 1980 feet from
the outer boundary. This section also provides that any well
érilling to or which has penetrated the Devonian formation on the
date of this order is hereby granted an exception.

Section {b) of Rule 3 provides for the acreage that may
be assigned to any well which is not drilled within the standard
location provided, or which has not been granted an exception by
the provisions of Rule 3 {(a). It provides that a location 660 and

660 from the section be given only a maximum of 680 acres, and a

®
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“Well drilled 660 and 1980 would be given a maximum of 320 acres.
Q This follows pretty near in line with the R-1670 for
the prorated gas pools?
A Yes, taken directly from that. It also provides that
the acreage factor assigned to such well shall bear the same

ratio to the standard acreage factor as the acreage assigned bears

to 640 acres,

Phone 243-6601

Rule 4 provides that in the event of subsequent pro-
rationing of the Antelope Ridge Devonian Gas Pool, the allowable
assigned to a nonmarginal well shall be in the same ratio that
its acreage factor bears to the total of the acreage factors for
all nonmarginal wells in the poo?l .

Rule 5 provides that the vertical limits of the Antelopg

| Y5 Je. SRS

Ridge Devonian Gas Pool shall be the Devonian formation.

Albuquerque, New Mexico

Q You stated earlier in your testimony that you were

Genernl Court Roporting Scrvice

Suite 1120 Simms Building

only seeking temporary rules at this time because you had no pro-
duction data rrom the two wells in this pool. What would be your
suggestion as to the duration of these temporary rules?

A We request that temporary rules be granted for a period

of two years. Our reason for that, we are not at the present time

DEARNLEY, MEIER, WILKINS and CROWNOVER

selling gas, and we expect to start selling around the first of th

A

o year. However, the take at that time will be very small. Accord-
ing to the terms of our contract, we should go on full production

at 1-1-65, so the two-year term on these temporary rules woulgd

give us one year of full production under our gas contract.
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Q viould you care to nake any final conclusions or give
any final opinions concerning shell's application in this case?
- A Well, we feel that the request for temporary field
\ - rules is justified, that the permeability indicated by our pres-
sure build-up test shows that a well should drain 640 acres. We

feel that production tests will confirm this. We think that the

wider spacing is necessary in this case because of the high risk

Phone 243-6601

and costs associated with deep drilling in the Delaware Basin. On
our Harris-Federal No. L, we had two blowouts and two fishing jobs

I believe several of the wells in the general vicinity have lost

t,% E§ rigs and costs have been excessive.

" 1§ i; Q Do you have anything further to add to‘your testimony?
&h § A No, that's all.
§ %g Q Were Exhibits 1 through 6 prepared by you or under your
.g ) direction?
& A Yes, sir.

MEIER, WILKINS and CROWNOVER

r
’

DEARNLEY

MR. MORRIS: We offer Shell's Exhibits 1 through 6, and

that completes the direct examination of Mr. Stokes.
MR. UTZ: Without objection the Exhibits 1 through 6
will be entered into the record of this case.
{whereupon, Applicant's Exhibits

Nos. 1 through 6 received in
evidence.)

Suite 1120 Simms Building

CROSS EXAMINATION

BY MR, UTZ:

Q Mr. Stokes, what is the pay of the Devonian in each of

®
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your wells?
A In our larris Federal No. 1, we have 74 feet of net pay
In the Federal BE No. 1, 173 feet. Our seismic isopac over the

structure when plenimetered yields an average pay chickness of

100 feet.
Q You also have a Morrow pay in this area?
A Yes.
Q Are there any other pays that you know of at this time?
A There's another pay within the Morrow in the Federal

BE No. 1 which has not been perforated. We have drill stem test
data on this pay. It would be within the Morrow section, though,
and I think if we were to apply for field designation on this we
would include it in the total Morrow interval.

Q Your economics that you have on your Exhibit No. 5
include only Devonian economics and do not consider any other pays
in the area?

A Yes, that is correct.

Q This would be an economic consideration for one well
bore, would it not?

A Yes, sir, that's correct.

Q So actually your Exhibit No. 5 shows the picture some-
what worse than it actually is, considering other pays?

A Well, in our Harris-Federal No. 1, we haé no pays that
we considered commercial except the Devonian. We cannot dual that

weil, 1In the Federal BE No. 1, the pressure in the Morrow is

®
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nearly 9,000 pounds and the pressure in the Devonian is only

6400 pounds, and with this higher pressure on top we can't possibl

dual this well at the present time. Whethexr or not we'll be able

to subsequently we can't say, but we certainly can't take into ’

account an economic value for it until we are able to complete it

 J

Q There's no question in your mind but what you will

complete wells in the Morrow and produce them?

Phone 243-0091

A Yes, but they may not be in the same well Dbore as a
Devonian well,

Q I see, What is the location of your BE No. 1?

A It's 660 from the North line and 1650 from the East
line of the section.

Q Do you or your company articipate 640-acre spacing in

this unit when you drill these wells?

A’bquuerque, New Mexico

A At the depth that we expect to find production here,

General Court Reporting Service

Suite 1120 Simms Building

we would also consider a request for 640-acre spacing,
Q Then I'm wondering why you didn't drill a little furthery
inside the section lines.

A Well, we drilled Harris-Federal MNo. 1 as the discovery

DEARNLEY, MEIER, WILKINS and CROWNOVER

well in this field. We drilled it at what we thought to be the
best structural position. Following the completion of that well,

- we ran other seismic lines which indicated some shift of the

structure to the south. Federal BE No. 1 was drilled on this same

basis, to further prove the direction of the axis of this structur?.

LWe felt that during the proving and confirmation phase ou night

" ®
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say, of development of this field, that we should drill our
wells at the optimum structural position. I think we found the

optimum in these two wells,

Q And you are asking for six sections in this pool, are
you not?

A Yes, sir,

Q Does that coincide with the houngdaries of the Antelope
Unit?

A Yes, sir, they are the same.

Q You would have six standard units, and we already have

two wells and two nonstandard locations?

A Yes, sir.

Q In your opinion{ do you think all six sections are
proved to be productive of gas in the Devonian reservoir?

A Yes, sir.

Q Your Exhibit No. 1 would indicate that Section 28 angd
part of Section 33 would be outside the fault line.

A Yes, a small part of Section 28 and an even smaller
part of Section 33. However, if we were -- or when we drill in
either of these sections, our well locations will be such that I
believe the productive area of the section will be proved.

Any subsequent wells we drill will be covered by these field rules
and in order to obtain 640-acre allocation, we would have to drill
them within the intericr guarter-guarier section.

G In other words, if you drill Section 29, you'll drill

®
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1980 from the souvth and HDast lines, will vou nol?
N Yas .
Q Actually yvour walter-oil contaci s you have it now,

or water-yas contacl, outs right through the middle of Section 28,
does it not?

D Yes.

Q You might. have a vroductive well buf in your opinion
would you have 640 acres productive in your sectiron 287

A Not on the basis of the information we have available
at present, no, sir.

Q In the event of prorationing then you'd be, if you
avoxgn 6040 acres to the well, vou'd be receiving an allowable in
excess of the reserves under the tract, would you not?

A If we can be that confident of our exact location of
i@se things, ves. I think that's the purpose of reguiring
that the well he 4drilled close to the center of the section is
to prove the maximum amount of acreage in the section.

Q vWould you say that your anticipated location of the
gas—-water contact now is pessimistic or optimistic?

A I think it's as realistic as we can make it, and I
don't believe it's shaded in either direction. The location on
this north flank is confirmed by seismic and dipmetgr run in
the Federal No, 1. Both of these indicated the same amcunt oOFf

dip to the north and east.

T

Q What is the advantage of reguesting six full-sections ~
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for the pool at the present time on the basis of two wells?

A wWell, this would wake the pool limits conform with our
reguest to the U.S.G.S. for participating in thc area in these
six sections. I think that the data we have available show that
these sections are productive.

Q You expect to include all six sections in the partici-
pating area then?

A Yes, sir.

Q On your Exhibit No. 6 in Rule 4, you have presented no
reserve data here except in the form of economics on your Exhibit
No. 3 on which to base an equitable proracion formula, have you?

A No, sirx, other than the fact that under Order 1670,

I believe it is, the standard £or prorated fields in Southeastern
New Mexico is straight acreage. This would fall right in line
with straight acreage allocation.

Q You are aware of the Jalmat decision, are you not?

A The latest one that I was aware of put it back on
straight acreage.

Q Would you have any objection to the deletion of Rule
4 until such time as we had reserve data on which to base a
formula?

A ~Well, of course, from our interpretation it would be
much to our advantage for allocation of production to be based
on reserves, since the thickest part of the pocol lies within our

acreadge.

®
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MR, MORR1S: If I mignt interrupt, Mr. Examiner, we're
not suggesting at the present time that the pool be prorated, and
I believe Mr. Stokes' comments are possibly a little premature
in that these are matters that would not be considered until such
time as the pool was to be prorated.

MR, UTZ: Well, but you are suggesting a proration
rormula.

MR, MORRIS: 1T think he is indicating his preliminary
thinking in this regard.

Q (By Mr. Utz) Do you believe that this is a water drive

A There's a good chance that it's a potential water drive
However, the wells in the Bell Lake Unit adjacent have shown
pressure drop with the limited amount of production they have,
so that the water wmovement in the Devonian here certainly is as
extensive as it is in the pools to the north. We would expect
some water movement; however, certainly not 1L00 percent effective
water drive,

Q Do you then believe that the rate of production per
well would be important in producing this pool?

A If the well were completed with perforations close to
the gas-water contact, I believe that rate could have an effect;
otherwise, I don't believe so.

MR. UTZ: Are there other questions of the witness?

MR. DURRETT: Yes, sir, I have a question or two.

MR, UTZ: Mr, Durrett.

b

®
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MR. DURRETT: The first question I would like to ask
Mr. Morxis. Your clicnt would not necessarily have any objection
to the Commission's not adopting this propoced Rule 4 if it should
feel that it would be more proper to take up this matter at a
later date of prorating the pool, if it's prorated?

MR, MORRIS: I wouldn't think so. BHBowever, I would
have to check with my client to be sure.

MR. DURRETT: Would you check with them and ask them

if they feel that they have to adopt the Rule 4, that that wouldn'

L8

mean if we don't feel so that we should deny the application ox
that we should consider Rule 4, if we feel it should be under-
taken at this ftime.

MR, MORRIS: I might say that the Commission is cer-
tainly within its rights in adopting whatever pool rules it deems
appropriate in this pool. Shell has made its suggestions, but
I'm sure that they wouldn't stand upon any .particular provision
of it. 1In that regard, if the Commission feit that Rule 4 should
be deleted, we would suggest that it be deleted.

MR. DURRETT: Thank you.

BY MR. DURRETT:

Q Now, Mr. Stokes, will you give me the permeability
again that you testified to on direct examination that you feel
is in this area?

A 4.5 millidarcies.

Q Angd T heliesie Q1 stated tlatthat—i L

®
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A No, sir.
Q Neot in your experience as of this date?
A That's correct.
Q Referring to your Exhibit No. 5, which is your economic

I'm interested a little bit in the Federal income taxes that you
have in your various explanations of the spacing.

A Yes.

Q In computing this or these tax figures, did you con-

sider your deduction for amortization of this gasoline plant?

A Yes,

Q Was the normal depletion allowance computed and figured
on that?

A Either depletion or fifty percent of net, whichever

fit the case for the particular year.

Q Depletion or fifty percent of the net?
A Yes, sir.
Q Do I understand correctly that neither of these wells

is connected at the moment?

A That's correct.

Q Then would you have any objection to this proposition?
I believe you stated on direct that you would like two-year rules
because you felt it would take you about a year to get a connec-
tion?

A No, sir, we expect to have our connection by the first

of this coming year. However, our contract calls for a very low

®©
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a one-year ordexr and the Commission would not issue a two-year
order, it would seem to me that the alternative would be to issue
no order.

A If we arec not given an order, I don't think we could
prove, when the rehearing is held, that we could drain 640 acres.
We would have to ask for a year's extension in order to gain
enough production history to provide the production data.

MR. DURRETT: That's all I have.

BY MR. UT%Z:

0 The initial production out of this unit will be from
the Morrow?

A Yes.

Q And you won't produce the Devonian until such time as

you get a treating plant installed?

A Yes.
Q When do you anticipate that to bhe?
A They‘re working on it now; I would say probably the

plant should be completed by March or April.

0 Even after the treating plant is in, you don't feel
a year's production from the Devonian would be enough to show any-
thing?

A No, sir, if we allocate the production evenly between
these two wells, that would be two and a half million a day for

three-fourths of a year. I believe from a resexrvoir this large

we would require more production than that in order to drop the

@
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pressure a sufficient amount to show drainage.

Q Who is your contract with?
A Southern Union.

Q Southern Union Gas?

A Yes, sir.

MR, UTZ: Are there other guestions?

MR. MORRIS: Might I make one comment, Mr. Examiner?
We have referred here today to the oxder that was entered in the
Lusk-Morrow Gas Pool. That order is an eighteen-month temporary
order. If the Commission should not see fit to grant a two-~year
temporary order in this case but if it should see fit to grant an
eighteen~month order, I'm sure that Shell would take a close look
at all of the production history that it would have at that point
and attempt to make the best showing possible.

It might be, as Mr. Stokes has pointed out, that we

would just have to say that we needed a little more time in oxder

month period we would, I am sure, be more than willing to evaluate
the situation at that point to see what production history we've
had and what it might show.
MR. UTZ: Any other guestions of the witness? The
witness may be excused.
(Witness excused.)

MR, UTZ: Are there statements in this case? The

lcase will De taken uncer advisement
-

to have something definite, but at least at the end of the eighteer:

®
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Hearing before the New Mexico
0il Conservation Commission was reported by me, and that the
same is a true and correct record of the said proceedings to the

best of my knowledge, skill, and ability.

WITNESS my Hand and Seal this llth day of December, 1963.

/7 . -
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7(( 7" y\/ < fAS ¢ £ -< é/
NGTARY PUBLIC V4

My Commission Expires:

June 19, 1967.

J do hersby certify +hat the forezcing ;‘g
a8 camplete recerd of the procaedingsg ta -
the Exaviner hearing of Casc o2 ¢.5.,
heard by wg on. A\ vl 1903

e v O S o ..oy Dxaniner
New Mcxico 011 Conservaion Commission
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Ol CONSERVATION COMMISSION
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BEFORE THE Ol1L CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICOC

CF Subj.

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSTION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

\

A 1/? CASE No. 2945

Order No. R-_2623-A

APPLICATION OF SHELL OIL COMPANY .\
FOR THE CREATION OF A DEVONIAN GAS
POOL AND FOR SPECIAL POOL RULES,

LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on

January 5 , 1966 _, at Ssanta Fe, New Mexico, before Examiner
Daniel S. Nutter

NOW, on this day of _January 1966 the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

\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 by Order Nc. R-2623, dated Decembe; 19, 1963,
temporary Special Rules and Regulations were promulgated for the
Antelope Ridge-Devonian Gas Pool, Lea County, New Mexico, estab-
lishing 640facre spacing units for a period of twc years.

(3) That pursuant to the provisions of Order No. R-2623,
this case was reopened to allow the operators in the subject pool
to appear and show cause why the Antelope Ridge-Devonian Gas Pool
should not ke developed on lﬁpjacre spacing units.

(4) That the evidence establishes that one well in the
Antelope Ridge-Devonian Gas Pool can efficiently and economically

drain and develop 640 acres.




Order No. R-2623-A

(5) That the Special Rules and Regulations promulgated by

i Order No. N-2623 have afforded and will afford to the owner of

each property in the pool the opportunity to produce his just
and eguitable share of the gas in the pool.

(6) That to prevent the economic loss caused by the drill-
ing of unnecessary wells, to avoid the augmentation of risk
arising from the drilling of an excessive number of wells, to
prevent reduced recovery which might result from the drilling of
too few wells, and to otherwise prevent waste and protect cor-
relative rights, the Special Ruies and Regulations promulgated
by Order No. R-2623 should be continued in full force and effect

until further order of the Commission.

IT IS THEREFORE ORDERED:

(1) That the Special Rules and Regulations governing the
Antelope Ridge-Devonian Gas Pool promulgated by Order No., R-2623
are hereby continued in full force and effect until further order
of the Commission.

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

DONF at Santa Fe, New Mexico, on the day and year herein-
above designatedqd.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICC FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2945

AL.7

Order No. R- ;# 6;J )

APPLICATION OF SHELL OIL COMPANY
FOR THE CREATION OF A DEVONIAN GAS
POOL AND FOR SPECIAL POOL RULES,
LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
December 4 , 1963 , at Santa Fe, New Mexico, before Elvis A. Utz

Examiner duly appointed by the 0Oil Conservation Commission of New
Mexico, hereinafter referred to as the "“"Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this day of _ December , 1963, the Commission,
a guorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Elvis A. Utz , and being fully advised in the premises,

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, Shell Oil Company, seeks the crea-
tion of a new gas pool for Devonian production and the promulgation
of temporary special rules and regulations governing said pool,
including provisions for 640-acre spacing units and limited well
- locations.

(3) That a new gas pool for Devonian production should be
created and designated the Antelope Ridge~Devonian Gas Pool; that
said pool wazafjfiyvered bxﬂShell 031 Company Harris-Federal Well
No.. 1l, located 1%43:2t;9n 27, Township 23 South, Range 34 East,

NMPM, Iea County, New Mexico.
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i {4) That in order to prevent the economic loss caused by
*the drilling of unnecessary wells, to avoid the augmentation of
|
ﬂrisk arising from the drilling of an excessive number of wells,
“to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, temporary special rules and regulations
providing for 640-acre spacing units should be promulgated for
the Antelope Ridge-Devonian Gas Pool.

(5) That the temporary special rules and regulations

should provide for limited well locations in order to assure

orderly development of the pool and protect correlative rights.

(6) That the temporary special rules and regulations
should be established for a two~year period in order to allow
the operators in the subject pool to gather reservoir informa-
tion to egtablish the area that can be efficientl??iconomically
drained and developed by one well.

{(7) That this case should be recpened at an examiner hear-

ing in January, 1966, at which time the operators in the subject
pool should be prepared to appear and show cause why the Antelope

Ridge-Devonian Gas Pool should not be developed on 1l60-acre

IT IS THEREFORE ORDERED:

(1) That a new pool in Lea County, New Mexico, classified
as a gas pool for Devonian prcduction is hereby created and
designated the Antelope Ridge-Devonian Gas Pool consisting of
the following-described area:
| TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
‘ Section 27: All

Section 33: E/2, E/2 @22
Section 34: 211l

TOWNSHIP 24 SOUTH, RANGE 34 ZAST, NMPM
Section 4: Aall

| (2) That Special Rules and Regulations for the Antelope

Ridge-Devonian Gas Pool are hereby promulgated as follows, effec-

tive M_/_ 196 ¢ .

|
|




SPECIAL RULES AND REGULATIONS
FOR THE
ANTELLPE RIDGE-DEVONIAN GAS POOL

&
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RULE 1. Each well completed or recompleted in the Antelope !

‘Ridge-Devonian Gas Pool or in the Devonian formation within one
mile of the Antelope Ridge-Devonian Gas Pool, and not nearer togor

within the limits of another designated Devonian’/pool, shall be

A

spaced, drilled, operated, and produced in accordance with the
Special Rules and Regulations hereinafter set forth.

RULE 2. Each well completed or recompleted in the Antelope
Ridge-Devonian Gas Pool shall be located on a standard unit con-
taining 640 acres, more or less, consisting of a single govern-
mental section.

RULE 3. The Secretari-Director of the Commission may grant
an exception to the requirements of Rule 2 without notice and
hearing when an application has been filed for a non-standard
unit and the unorthodox size or shape cf the unit is necessitated
by a variation in the legal subdivision of the United States
Public Lands Survey, or the following facts exist and the follow-
ing provisions are complied with:

(a) The non-standard unit consists of quarter-
quarter secticns or lots that are contiguous
by a common bordering side.

(b) The non-standard unit lies wholly within a
single governmental section and contains less
acreage than a standard unit.

(¢) The applicant presents written consent in the
form of waivers from all offset operators and
from all operators owning interests in the
section in which the non-standard unit is
situated and which acreage is not included
in said non-standard unit.

(d) In lieu of paragraph (c) of this rule, the
applicant may furnish proof of the fact that
all of the aforesaid operators were notified i
by registered or certified mail of his intent i
to form such non-standard unit. The Secretary-
Cirector may approve the application if no such
operator has entered an objection to the forma-
tion of such non-standard unit within 30 days
after the Secretary-Director has received the
application.
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RULE 5. The Secretary-Director may grant an exception to
the footuge requirements of Rule 4 without notice and hearing
when an application has been filed for an unorthodox location
necessitated by topographical conditions or the recompletion of
a well previously drilled to another horizon, provided the well
will be lccated no nearer than 330 feet to the outer boundary
of the unit. BAll operators offsetting the proposed unorthodox
location shall be notified of the application by registered or
certified mail, and the application shall state that such notice
has been furnished. The Secretary-Director may approve the
application upon receipt of written waivers from all offset
operators or if no offset operator has entered an objection to
the unorthodox location within 20 days after the Secretary-
Director has received the application.
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63 at this case shall be reopened at an examiner hear-
ing in 196‘, at which time the rator subject
pool may appear and show cause why the %%M
should not be developed o?/égracre spacing units.

(‘/)m That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
OIL COMSERVATION COMMISSION

JACK M, CAMPBELL, Chairman
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J.O.SETH (1283:1963)

A. K. MONTGOMERY
wey, FEDERICIH
FRANK ANDREWS
FREO C.HANNAKS

GEORGE A. GRAKAM, JR.

RICHARD S. MORRIS

. . o « . —:/ . -
/’_‘/\_.«./'. = A (,/(K\\‘

SETH,MONTGOMER%FEDENCI&ANDREWS::p;:rgvppg
ATTORNEYS AND COUNSELORS AT LAW T TRy e
301 DON GASPAR AVENUE

il alet Dt
SANTA FE,NEW MExico 87501 203 WY O I ;PO PFFICE BOX 828
AREA CODE 505
TELEPHONE 983-7318

November 4, 1963

The New Mexico 01l
Conservation Commission

P. 0. Box 871

Santa Fe, New Mexico

Gentlemen:

Please accept the enclosed Application of Shell

011 Company for the establishment of Special

Rules and Regulations in the Antelope Ridge-Devonian
Gas Pool, Lea County, New Mexico,.

We would appreciate this matter being set for hear-
ing before an examiner at an early date,

Yours very truly,

Lolid A S

RSM; je
Enclosures
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BEFORE THE OIL CONSERVATION COMMISSION OF NEW MEXICO

Application of Shell 011 Company
for the Establishment of Special
Rules and Regulations in the

Antelope Ridge-Devonlan Gas Pool,

Lea County, New Mexico Case No. ,'§V?f§:;f

A P P L I C A T I C N

COMES NOW Shell 0il Company, as unit operator
of the Antelope Ridge Unit, and applies to the 0il Con-
servation Commlission of New Mexlicc for the establishment
of special rules and regulations in the Antelope Ridge-~
Devonian Gas Pool, and in support of its application, states:

1. Shell 0il Company 1s the unit operator of the
Antelope Ridge Unlt, Lea County, New Mexico,

2. The Harris-Federal Well No. 1, located in
Section 27, Township 23 South, Range 34 East, Lea County,
New Mexico, recently nas been completed as a gas well
in the Devonian formation; the location of thlis well 1is
within the horizontal limitvs of the Antelope Ridge Unit
area, and a new gas pool, designated the Antelope Ridge-
Devonian Gas Pool, has been created based upon this well,

3. Applicant asks the establishment of specilal
rules and regulations in said pool, including a provision
for 6U0-acre spacing units, and including a provision
fixing the location of wells in sald pool no closer than
1980 feet from the boundary 1line of each spac.ng unit.

L4, Six hundred forty (640)-acre spacing units
are proper in said pool, such being the area that can
be efficliently and economically drilled and developed
by one well completed therein.,

5. The granting of the subject application will

prevent waste and pcrotect correlative rights.




ﬂ

In addition to its Application for Special Rules
and Regulations, Applicant further seeks the establishment
of horizontal limits for the Antelope Ridge-Devonian Gas
Pool, consisting of Sections 27, 28, 33 and 34, Township
23 South, Range 34 East; and Sections 3 and 4, Township 24
South, Range 34 East, all in Lea County, New Mexico,

WHEREFQORE, applicant requests that this application
be set down for hearing before the Commlission or one of
1ts examiners, and that the Commission enter its Order
establishing special rules and regulations in the Antelope
Ridge~Devonian Gas Pool, as requested by this application.

SETH, MONTGOMERY, FEDERICI & ANDREWS

/MX .

Santu Fe, Neow Mexico

Attorneys for Shell 011 Company




Note: There will be no EXAMINFR HEARING in

the Second Half of December

DOCKET NO, 35-63

DOCKET: EXAMINER HEARING - WEDNESDAY ~ DECEMBER 4, 1963

9:00 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,

STATE LAND OFFICE BUILDING - SANTA FE, NEW MEX1CO

The following cases will be heard before Elvis A. Utz, Examiner, or Daniel S,
gptfer, Alternate Examiner:

CASE 2945;

CASE 2946:

CASE 2947:

CASE 2948:

CASE 2949:

CASE 2950

Application of Shell Oil Company for the creation of a Devonian Gas FPool
and for special pool rules, lLea County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the creation of a new Devonian

gas pool for its Harris-Federal Well No. 1l located in Section 27, Town-
ship 23 South, Range 34 East, Lea County, New Mexico, said pool to com-
prise all of Sections 27, 28, 33 and 34, Township 23 South, Range 34

East, and all of Sections 3 and 4, Township 24 South, Range 34 East.
Applicant further seeks the establishment of special pool rules, including
a provision for 640-acre spacing units and for fixed well locaticns,

Application of Shell Oil Company for a dual completion, Lea County, New
Mexico, Applicant, in the above-styled cause, seeks approval of the

dual completion (conventional) of its State V Well No. 5 lucated in Unit
I of Section 27, Township 17 South, Range 35 East, Lea County, New Mexico,
to produce oll from the Vacuum-Yates and Vacuum-Paddock Pools through
parallel strings of tubing.

Applicgtion of Charles R, Read for oo uncrilhicdia iucacivn, RooOseveltr
County, New Mexico. Applicant, in the above-styled cause, seeks approval
of the unorthodoz location of his Bates Well No. ! located 660 feet from
the North line and 330 feet from the East line of Section 21, Township 8
Scuth, Range 36 East, South Prairie-Pennsylvanian Pool, Roosevelt Gounty,
New Mexice,

Application of the Atlantic Refining Company for a pressure maintenance
project, San Juan County, New Mexico. Applicant, in the above-styled
cause, seeks the approval of a cooperative pressure maintenance project

for the injection of water into the Gallup (Tocito) formation, Many Rocks-
Gallup 0Oil Pool, San Juan County, New Mexico, by the injection of water
through 13 wells located in Sections 6, 7, 8, 17 and 18, Township 31

North, Range 16 West, Applicant further seeks the designation of a project
area comprisingz approximately 1,480 acres in the aforesald five sections
and the adoption of appropriate project rules theréfer,

Application of Phillips Petroleum Company for an exception to Rule 309-A,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
authority to produce up to a maximum of 24 proration units into its

Santa Fe Battery No. 14, Santa Fe Lease, Vacuum Abo Reef Pool, Lea County,
New Mexico,

Application of Amerada Petroleum Corporation for the creation of a new
gas pool and for the contraction of the vertical limits of an existing
pool. Applicant, in the above-styled cause, see”s the creation of a
Morrow-Pennsylvanian Gas Pool, Lea County, New Mexico. Said pool was
discovered by applicant®s S. E. Anderson "A" Well No. 1 located in Unit
P of Section 19, Township 9 South, Range 35 East, and would comprise the
SE/4 of Section 19, SW/4 of Section 20, NW/4 of Secticn 29 and the NE/4
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of Section 30 in the aforesaid rownship- Applicant further gecke the con-
traction of the vertical 1imits of the South Bough—?ennsylvanian Yool to
{nclude the Bough ugh zoneé of the Pennsylvanian formation only.

CASE 2951¢ Application of Sunray px Oil Company for & unit agreement, Eddy County,
New Mexico:- Applicant, {n the above—styled cause, geeks approvai of the
Hope Unit Areé comprising 3822.96 acres, more OT 1es8, of State jand in
Township 18 South, Range 23 East, gddy County, New MexicO:.

CASE 2952 Application of Sunray DX Otl Company for & unit agreement, gddy Countys
New MexicoO- Applicant, in the above-styled cause, seeks approval of the
south Hope Unit Area comprising 3778.27 acres; more OY 1ess, of State 1and
in Township 18 South, Ranges 21 and 23 East, and Township 19 South, Range

23 East, Eddy County, New Mexico-

CASE 29533 Application of Curtis R. loman for a unit agreement, gddy Countys New
Mexico. Applicent, in the above-styled cause, seeks approvai of the Walt
Canyon Unit Area comprising 11, 100.63 acres, more OF les3, of State;
Federel and fee 1ands in Townships 91 and 22 South, Range 24 East, and
Township 22 South, Range 25 East, Eddy Countys New MexicoO:.

CASE 2954 Application of Ambassador o1l Corporation for & unit agreement, Lea County:
New Mexico. Applicant, in the above—styled cause, geeks approval of the
Langlie Mattix-?enrose gand Unit Area comprising 3,920 acres, more OT 1ess,
of State, Federal and Fee 1ands 1in Township 22 South, reange 37 East, lLea
County, New Mexico.

CASE 2933° Application cf snbassadof 01l corporation for & waterflood projects Lea
Countys New Mexico- Applicant, in the above—styled cause; seeks apprOVal
for the expansion of the existing Langlie Mattix Waterflood project in
gection 34, Township 22 South; Range 37 East, Lea County, New Mexico, by
the conversion co water jnjection of 5 wells 1ocated in gections 27

E)

and 34 of said township:. Appiicant gurther seeks the establishment of
special rules governing further expansion and operation of the waterflood
project in the tanglie Mattix—?enrose gand Unit Area, sncluding @ provision
for capacity allowables for wells in said project:.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2691
Order Ro. R-2373

APPLICATION OF EL PASO NATURAL GAS
COMPANY FOR THE CREATION OF A NEW

GAS POOL AND ESTABLISHMENT OF SPECIAL
RULES AND REGUILATIONS, LEA COUNTY,
NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause™came on for hearing at 9 o'clock a.m. on
November 8, 1962, a ta Fe, New Mexico, before Daniel 8. Nutter,
Examiner duly appointed by servation Commission of New
Mexico, hereinafter - on," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this 21lst day of November, 1962, the Commission,

a quorum being present, ng cgnsidéféd the application, the

evidence adduced, and the tions of the Examiner,

Daniel S. Nutter, an eing fully advis in_the premises,
FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
mattexr thereof.

(2) That a new gas pool for Morrow production should be
created and ignated the Rusie-MewmewvGas Pool.

W;”ao P %‘MM”:;{/

(Fr—That_sinc  March, 1964 the ddte of the firet Tomple-

tion in the Morrcw forma Docl, several wells

have subsequent}gygggnf ed in the Morrow on and are
capable of-producing gas therefrom.

{(4) That El Paso Natural Gas Company seeks the promulgation
of temporary special rules and regulations for the ILusk-Morrow Gas
Ponl to provide for 640-acre gas proration units and the allocation
of allowables to non-marginal wells in the proportion that each
weill's acreage factor bears to the total of the acreage factors
for all non-marginal wells in the subject pool.

{5) That the evidence presented concerning the economic
logs that will occur as a result <-f drilling of unnecessary wells
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CASE No. 26yl
Order No. R-2373

justifics the cstablishment of 640-acre gas proration units in
the subject pnol for a temporary period of 38—menths.
APy
(6) That during the Lo-mimth period in which this order
will be in effect, operatorg in the subject pool should gather
all available inform tion relative to drainage and recoverable
reserves in said pool.

@ s case should be reopened at an examiner hear-
ing in & &« fit which time the operators in the subject pool
should be preparzd to appear and show cause why the LMGM—MGEEGW-(lﬂ-nij
Gas Pool should not be developed on 160--acre gas proration units. W snn,

IT IS THEREFORE ORDERED:

(1) That a ney pool in Lea County, New Mexico, classified
as a gas pool for-%ééiaﬁhproduction is hereby created and desig-

nated as thefaﬁgkﬁyeﬁigg Gas Pool consisting of the following-
described area: " "’ !
305 3¢

TOWNSHIP 3F-SOUTH, RANGE %7 EAST, NMPM
Section s A =7 - G/ .
Section -8 H—l—-<§3 ~ E/’;,/ E7 2 W/L,
Segtion 26+ A%}
Sectiem 20— atk s ¢~ AU
W 2¢ s — 3y —r< d~ Zl7 R.AC o
(2) That Special Rules and Regilations for the husk=MoTrTDw
Gas Pool are hereby promulgated as follows:

SPECIAL RULES AND REGULATIONS
FOR THE
GAS POOL
/d-?«&;- vl o,
RULE 1. DBach well complated or recompleted in the Isade-

w Gas Pool or in the Morrow formation within one mile of the
Lusk-MQuesw Gas Pool, and not nearer to or within the limits of
another designated Morrow pocl, =shall be spaced, drilled, opera-
ted, and produced in accordance with the Special Rules and
Regulations hereinafter set forth. :

RULE 2. Zach well completed or recompleted in the Iuask-
Morrow Gas Pool shall be located on a standard proration unit
consisting of approximately 640 contiguous surface acres
substantially in the form of a square which is a legal section
of the United States Public Lands Survey. For purposes of these
rules, a unit containing 632 through 648 acres shall be considered
a standard unit.

RULE 3. Each well completed or reccupleted in said pool
shall be located not closer than 330 feet to the outer boundary
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CASE No. 2691
Order No. R-2373

of the sSW/4 NE/4, NW/4 SE/4, NE/4 SW/4, or SE/4 NW/4 of the sec-
tion. Aany well drilling to or completed in the Strawn or Morrow
formatione on the date of this order is hereby granted an excep-
tion to the well location reguirements of this rule.

RULE 4. For good cause shown, the Secretary-Director of
the Commission may grant an exception to the requirements of
Rule 2 without notice and hearing when the application is for
a non-standard unit comprising less than 640 acres. All oper-
ators offsetting the proposed non-standard unit shall be
notified of the application by registered or certified mail, and
the application shall state that such notice has been furnished.
The Secretary-Director of the Commission may approve the applica-
tion if, after a period of 30 days, no offset operator has
entered an objection to the formation of such non-standard unit.

The acreage factor assigned to any such non-
standard unit shall bear the same ratio to a standard acreage
factor in the msimMor®ew Gas Pool as the acreage in such non-
standard unit bears to 640 acres.

In the event of subsequent prorati i
Lusk~Morrow Gas POOIL;— 1 i to a non-marginal
well shall be in the s c~ctor bears
to the tota acreage factors for all non~marginal wells

A, 12 Jn

RULE 6. The vertical limits of the Lasd=dMermew Gas Pool

shall be the uiiizzcigigifion.

J3){v at this case shall be reopened at an examiner hearing
i at which time the operators in the subject pool may
appear and show cause why the Lusk=iMemssow Gas Pool should not be
developed on l60-acre gas proration units.

{4) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

’ ~.

DONE Santa Fe, New Mexico, on the day and yea ein~
above designate

S EAL

esr/ A. L. PORTER. Jr., Meiber & SecCretary




OOVERNOR
JACK M. CAMPBELL
OHAIRMAN

LAND COIIMISBIDNER BTATE GEDLDOIAT
K B JOHNNY WALKER A L. PORTER, JA.
MEMBER STORETARY - DIREDTOR
December 19, 1963
294
Rae: Case ¥o. [
Mr. Richard Morris Order No. R=262) & R-2624

Ssth, Montgomsry, Federici & Andrews Applicant:
Attorneys at Law

Post Office Box 828 —BHEELL. OXY. _COMBARY....
Santa Fo, New Mexico

Dear 8irm

Enclosed herewith are two copiles of ilie above-referenced
Commigsion order recently entered in the subject case.

Very truly yours,

i

A. L. PORTER, Jr.
Secretary-Director

iz/
Carbon copy of orxder also sent to:
Bokbs OCC __ x

Arteaia 0OCC
Astec OCC DOCKET MAIED




Docket No. 1-66

DOCKET: DXAMINER HEARING -- WEDNECDAY - JENUARY 5, 1966

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE ILAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases w

ill be heard before Daniel S. Nutter, Examiner, or
Elvis A. Utz, Alternate :

.
Examiner:

CASE 3358: Application of General American 0Oil Company of Texas for a
waterflood expansion, Eddy County, New Mexico. Applicant, in
the above-~styled cause, seeks authority to expand its Burch-
Keely Waterflood Project, authorized by Order No. R-2327 in the
Grayburg-Jdackson Pool, by the conversion tc¢ water injection,
in stages, of from 10 to 15 wells in Sections 23 and 26, Town-
ship 17 South, Range 29 East, Eddy County, New Mexico.

CASE 3359: Application of Sinclair 0il & Gas Company for a duval completion,
non~-standard location, non-standard gas proration unit, and an
exception to Rule 104 C I, Eddy County, New Mexico. Applicant,
in the above~styled cause, seeks approval of the dual completion
(conventional) of its Fren Oil Company Well No. 21 to produce
0il from the Cedar Lake-Abo Pool and to produce gas from an
undesignated Morrow gas pool through parallel strings of tubing.
Applicant further secks approval of a 200-acre non-standard
gas proration unit for said well comprising the E/2 SW/4, SwW/4
SE/4, and E/2 SE/4 of Section 19, Township 17 South, Range 31
East, for said well which is located at an unorthodox gas well
location 560 feet from the South line and 3350 feet from the
East line of said Section 19. Applicant further seeks an
exception to Commissiorn Rule 104 C I for said well which is
located closer than 660 feet to another well producing from
the Abc formation on the same 40-acre tract.

CASE 3360: Application of L. R. French, Jr. for a dual completion, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
avthority to dually complete his Aztec Uncle Well No. 1 located
in Unit C of Section 28, Township 18 South, Range 33 East, Lea
County, New Mexico, to produce oil from the Strawn formation
through the casing~tubing annulus and to produce gas from the
Morrow formation through tubing. In the alternative, applicant
seeks authority to dually complete the well with a single string
cf tubing and to commingle the Strawn oil and Morrow gas in the
wellbore by means of a duwal~flow choke-assembly.

CASE 3152 (Reopened)

In the matter of Case No. 3152 being reopened pursuant to the
provisicns of Order No. R-2821, which order established 80-acre
spacing units for the 0Osudo-Wolfcamp Pool, Lea County, New Mexico,
for a period of one year. All interested parties may appear and
show cause why said pool should not be developed on 40-acre
spacing units.

CASE 3153 (Reopened)

In the matter of Case No. 3153 being reopened pursuant to the
provisions of Order No. R-2822, which order established 80-acre
spacing units for the Osudo-Strawn Pool, Lea County, New Mexico,
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January 5,

CASE 3246

1966 Examiner Hearing

for a period of one year. All interested parties may appear /
and show cause why said pool should not be developed on 40-acre
spacing units.

(Reopened)

CASE 2720

In the matter of Case No. 3246 being reopened pursuant to the
provisions of Order No. R-2935, which order established special
rules for the Mesa~-Queen Pool, Lea County, New Mexico, for
production of 0il and gas wells in said pool, including classi~
fication of o0il wells and gas wells, spacing units for oil wells
and gas wells, and the establishment of a gas-liquid ratio
limitation of 5,000 cubic feet of gas per barrel of oil. All
interested parties may appear and show cause why the special
rules should be continued in effect.

(Reopened)

CASE 3361:

CASE 3353:

’f//

In the matter of Case No. 2720 being reopened pursuant to the
provisions of Order No. R-2397-B which continued the original
order for an additional year, establishing special rules
governing the production of o0il and gas wells in the Double-X
Delaware Pool, Lea County, New Mexico, including classification
‘of wells as gas wells when the gas-liquid hydrocarbon ratio
exceeds 30,000 to one.

Application of Tidewater Cil Company for salt watcr disposal,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks authority to dispose of produced salt water in its A. B.
Coates "CM" Well No. 15 located in Unit O of Section 24, Township
25 South, Range 37 East, Justis Field, Lea County, New Mexico,

through a perforated interval below 8,000 feet.

Application of Tesoro Petroleum Corporation to amend Order No.
R-2807, McKinley County, New Mexico. Applicant, in the above-
styled cause, seeks an amendment to Order No. R~2807, which
authorized a waterflood project in the Hospah Unit Area, to permit
the production of o0il from previously designated water injection
wells, to approve unorthodox locations for additional producing
wells, and to authorize additional injection wells, all in Section
36, Township 18 Rorth, Range 9 West, McKinley County, New Mexico.

<" CASE 2945 (Reopened)
\\\\\ | In the matter of Case No. 2945 being reopnened pursuant to the

provisions of Order No. R-2623, which order established 640~
acre spacing units for the Antelope Ridge-Devonian Gas Pool, Lea
County, New Mexico, for a period of two years. All interested
parties may appear and show cause why said pool should not be
developed on l60-acre or 320-acre spacing units.
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Janvary 5, 1966 Examiner Hearing

CASE 3350 (Continued and readvertised)

CASE 3362:

Applicatior ¢f International 0Oil & Gas Corporation for the
creation of two new o0il pools and for special pool rules,

Lea County, New Mexico. Applicart, in the above-styled cause,
seeks the creation of a new 0il pool for Bone Spring production
and a new oil pool for Wolfcamp production in Section 21,
Township 18 South, Range 32 East, Lea County, New Mexico, and
for the establishment of special rules for each of said pools
including provision for 80-acre proration units.

Application of Carter Fcundation Production Company for a
waterflood project, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to institute a waterflood
project by the injection of water into the Queen formation
through five wells located at unorthodox locations in Sections

34 and 35, Township 23 South, Range 37 East, lLanglie-Mattix
Pool, Lea County, New Mexico.
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

- IN THE MATTER OF THE HEARING 5
i CALLED BY THE OIL CONSERVATION
! COMMISSION OF NEW MEXICO FOR a
i TH® PURFOSE OF CONSIDERINGt !

CASE No. 2945 '
) NOMENCLATURE |
"

i APPLICATION OF SHELL OIL COMPANY 3
FOR THE (REATION OF I DEVONIAN GAS i
POOL AND FOR SPECIAL POOL RULES, '
LEA COUNMYTY, NEW MEXICO.

ORDER OF THE COMMI3SION

BY THE COMMISSioH: ‘

This cause came on for hearing at 9 o'clock a.m. on
Decembar 4, 19632, at santa Pe, New Maxico, befoxe Elvis aA. Utz,
Examiner duly appzinted by the 04l Conservation Commission of New
Maxico, hereinafter zeferrced to as the "Cormmigsion, " in accozdance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this 19th day of December, 1963, the Commission,
a qucrum being present, having considared the application, the
evidence adduced, and the recommendations of the Examirer,
Elvis a., Utz, and being £fully advised in the premises,

FPINDS: i

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subJecf
matter thereof.

i
{2} That the applicant, Shell 0il Company, seeks the crea-~|

tion of a new gas pool for Devonian preoduction and the promulgatidn
of temporary special rules and regulations governing ssid pool,
including provisions for 640-~acre spacing units and limited well g
locations. ,
{(3) That a new gas pool for Devonian production should be |
created and designated the Antelope Ridge~Devonian Gas Poolj that;
i} sald pool was discovered by the shell 0il Company Harris-Federal :
i Well No. 1, located in Unit N of section 27, Township 23 Ssouth,
i Range 34 East, NMPM, Lea County, New Maxico.

i

\
i

(4) That in order to prevent the economic loss caused by |
lthe drilling of vnnecessary wells, to avoid the augmentation of |
! risk arising from the drilling of an axcessive number of wells

Vto prevant reduced racovery which might result from the drilling
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" CASE No. 2945

. order No. R=-2623

of too few wells, ond to othiervisce prevent waste and protect
correlative rights, temporary special rules and regulaticons
providing for 640-acre spacing units should be promulgated for
" the Antelope Ridge~Uevonian Gas pool.

(5) 7hat the temporarxy special rules and regulations
. should provide for limited well locations in order te assure
jjorderly development ¢f the pool and protect correlative rights.

{6) That the temporary special rules and regulations
should be cstablished for a two-year period in order to allow
- the operators in the subject pool to gather rosexrvoir information
. to establish the area that can be efficiently and economically
- drained and developed by one well.

(7) 7hat this case should be reopaned at an examiner hear-
ing in January, 1866, at which time the operatorg in the subject
< pool should be prepared to appear and show causc why the Antelope
. Ridge-Devonian Gas Pool should not be developed on l60-acre
. spacing units.

T IS5 THERTEFORE ORDERED:

s {1) That a new pool in Lea County, Now Moxico, classified
. as a gas pool for Devonian production is hereby created and

- desiguated the Auiteiope Ridge-Devonian Gas Pool consisting of

: the following-described arcas

TOWNSHIP 23 LOUTH, RANGE 34 EAST, NMPH
section 27: all

Gection 33: 8/2, ©/2 w/2

Section 34: All

TOWNSHIP 24 sSOUTH, RANGE 34 EAST, MNpPH
Jection 43 Al

: (2) That special Rules and Regulations f£or the 2ntslopge
- Ridge-bevonian Gas Pool are hercby promulgated as follows, effec-
- tive Januaxy 1, l964.

SPECIAL RULGS AND RIEGULATIONS
FOR THE
ANTELOPL RIDEE-LEVORIAN GAS POOL

RULE 1., E.ch well completed or racompleted in the intelope
Ridge~Devonian Gas Pool or in the Devonlan formation within one
mile of the Antelope Ridge~Devonian Gas Fool, and not nearxer to
nor within the limits of another designated Davonian gas pool,
shall be spaced, drilled, operated, and produced in accordance
with the Special Rules and Regulations hereinafter set forth.
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' CASE Ko. 2945
- Ordayr Ho, R~2G23

RULE 2. n well complated or recompleted in the Antelope

3y Bee
- Ridge-Doevonlan Gas Pool shall be located on @ standard unit con-
' taining 640 acraes, more or lesy, consisting of a single govern-

msntal section.

RULE 3. %he secxctary-oirector of the Commission wmay grant
an excaption to the requirements of Rule 2 without notice and
hearing when an application has been filed for a non-standard
unit and the unorthodox size Or shape of the unit is necessitated
by a variation in the legzl subdivision of the United states _
Public Lands survay, or the fellowing facts exist and the follow-
ing proviasions are complicd withi '

{(a) The non-standard unit consiste of quartor-
guarter sections or lota that are contiguous
by a common bordering side.

{b) 1The non~standard unit lies wholly within =2
single governmental section and contains less
acreage than a sgtandard unit.

(c) The applicant presents written consent in the
form of walvars from all offset operators and
£from all operztors owning interests in the
zsection in which the non-standard unit is
situated and which acreags is not included
in said non-standard unit.

(d) In lieu of paragraph (c) of thiz rule, the

applicant may furnlsh proof of the fact that
4ll of the aforesaid operators were notified
by registered or certified mall of his intent
to form such noa-standard unit. The secxetary-
Diractor may appreve the application if no such
operator has entered an objection to the forma-
tion of such non-~standard unit within 30 days
aftexr the Sscretaxy-Director has received the
spplication.

RULE 4. Euch well complated or racomplated in the Antelops
Ridge-Devonian Gas Pool shall bz located in the sSW/4 NE/4, NWw/4
SE/4, NE5/4 5V/4, ox 5B/4 WW/4 of a govarnmantal section and no
nearexr than 330 feet to any govarnmental quarter-—quarter section
line.

RULE 5. The Sccoxetary-Dirzector may grant an exception to
the footage requirsmants of Rule 4 without notice and hearing

. when an application has been #£iled for zn unorthodox location

nacessiiated by topograchical conditions or the recompletion of
a well previously drilled to another horizon, provided the well

will be located nc nearar than 330 feet to tha outer boundary
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, of tha unit. All operators offsetting the proposed unorthodox §
. lecation shall ba notified of the application by registered or v
i certified mwail, and the application shall state thazt such notice |
‘" has been furnished. The Secretary-iirector may approve the i
¢ application upon receipt of written waivers from all offset i
2 operators or 1f no offset operator has entered an objection to

i the unorthedox location within 20 days after the Secrwtary-

i Director has received the application.

|
!

? IT I3 FURTHER ORDERED:

i

(1) That any well presently drilling to or completed in the
Antelope Ridge~Devonian Gas Pool that does not comply with the we}l
location requirements of Rule 4 i3 hereby granted an exception to
said rule. The operator of any such well shall notify the Hobbs
District Cffice of the Commisgsion in writing of the name and locay
tion of the well on or before January 1, 1964.

i

(2) That any operator desiring tc dedicate 640 acres to a |
well presently drilling to or completed in the Antelope Ridge- ;
Devonian Gas Pool shall file a new Form C-128 with the Commissiocn
on or before January 1, 1964.

(3) That this case shall be reopened at an examiner hear- §
ing in January, 1966, at which time the operatorxrs in the subject |

i pool may appear and show cause why the Antelope Ridge~Devonian %
| gas Pool should not be developed on 160-acra spacing units. i

(4) That jurisdiction of this cause is retained for the |
entry of such further orders as the Commission may deem necessary?
DONR at sSanta Fe, New Mexico, on the day and year herein- ;
zbove designated. |

STATE OF NBEW MEXICO
OIL COKSERVATION COMMISSION

{
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e :
E. S. WALKER, Member ‘

(0, Pz D

A. L. PORT sacretary |
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LY TON B. HAYS , e & STATE GEOLOGIST ’
. O A. L. PORTER, JR.

MEMBER SECRETARY - DIRECTOR
P. O, BOX 2088
SANTA FE

January 13, 1966

Mr. Richard 8. Morris Re: Case No. 2945
Seth, MOntgomery, Pederici & Andrews order No. R-2623-A
Attorneys at Law Applicant:

post Office BOX 2307
gsanta Fe, ¥ew Mexico

Shell 0i1 Company

Dear Sir:

Enclosed herewith are two copies of the above—refarenced commission
order recently entered in the subject case.

vVery truly yours,

A. L. PORTER, Jr.
secretary-Director

P

ALP/ir
carbon copy of order also sent to:

Hobbs OCC x

Artesia OCC -
Aztec -OCC

Other




BEPORE THE OIiL CGHBEXVATICE COMMIESION
OF THE STATZ OF KEW MEXICO !

I8 THE MATTER OF ‘TER HEARING i
| CALLED BY THME OIL COMSERVATION |
| COMMISSION OF NEW MEXICO FOR

CASE Wo. 2945
Order Ko, R-2623-A

APPLICATION OF SHELL OIL COMPANY

| POR THE CREATION OF A DEVONIAN GAS
| AND FOR SPECIAL POOL RULSE,
LEA COUNTY, MEW MEXICO,

§ .

QULAR_RF Y= CONNISEIOM

BEL_TIR COULESLON «

This cause came on for hearing at 9 o'clock a.z. on
Janoary 5, 1966, at Sants Pe, New Mexico, befvre Exauinss
Danisl 5. Butter.

WOM, on this_1l3th _ day of January. 1966. the Commission, &
| quorum being present, having considered the testimony, the record,
' and the recommendations of the Dwmminer, 4nd being fully advised
in the premiscs,

180G «
{1} fhat due public notice having been given as required by

law, the Commission has jurisdiction of this cause and the subject
matter theresof.

{2) That by Order Wo. R-2623, dated December 19, 1903,
temporary Spacial Ruies and Regulations were promulgated for the
Antelops Ridge-Devonian Gas Pool, Lea County, New Mexico, estad- |
lishing 640-acre spacing units for a period of two years. !

55 (3) That pursuant to the provisicns of Order Bo, R-2623,

; this case was Zecpened to aliow the operators in the subject pool |
. to appoar and show cause why the Antelope Ridge-Devonian Cas Pool
;"g should not be devsloped on lb0-acre specing units,

(4) That the evidsnce establishes that onc well in the
: Mtolopo Ridge-Devonian Gas P00l can eificisntly and sconomically
. deain and develop 640 acres. ?
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CASE Mo, 2945
Ordaxr Bo, R~2¢2I3-A

. (53) That the Special Rojon 200 Aooalabicng proastloated by
L Grser Ro, R=-2423 have sxiiogded and will atfved to the owper of
" each properiy in the pwoi the opporivnity to produce his jost

and equitable siare of ax ek in Che powd.

i (&) That 2o ureveny Yho ooopooio lose cavesd by he drille
Cing of unnecessary welles, to svuild (hs sWgwenitation of risk

- artsing from the drillic: of an excerrive nuviaLer ¢b welle, to

- pravent reduced recovery wiioh algal result frov tha driiling of
L too few wglle, and to otherwies prevant wagt. and grotest cop-
‘relative rights, the Srecial Rules and Reywlations promulgsted

. by Order Mo, R-2423 phould be comtivwed {n full force 4nd effec?
juntil gfurther ordsr of the Commisgion,

! (1) That the Special Rualiazs xund Raguiations governing the
‘Antelope Eidge~Devonian Gas Yool prorulgated by Order Ko. R=2623
. are hereby continued in full for:e and eftect until further oxder
of the Commission.

3 {2} That jurziedigtiva @f thin csusze 2 sefalined fav the
. sntry of such furihesr ordsre as the Commission Hay deen neces-
| mary,

i
; DORR at H3n0x o, Hew MERico, of the day and ysar berein-
 above designatsd.

ETATE OF BEW MEXIQO
OLL, COBSARVATION COMMILE LUK

m 0

M, CAMFBELL, aAlraen

rég’%‘# -
ey
i—,‘i) ";-";'f "e.-f"i“*."? o |

A, L. FPORTER, Jr., Lw.mr S Facrotary
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexlico
January 5, 1966
iy EXAMINER HEARING
2 [
iy )
g §§ IN THE MATTER OF: ;
h: In the matter of Case No. 2945 being )
(€3] reppened pursuant to the provisions of )
E Order No. R-2623, which order established )
S 640-acre spacing units for the Antelope )
& Ridge-Devonian Gas Pool, Lea County, New ) Case No, 2945
5}) Mexico, for a period of two years. )
: )
A © )
;i = )
&~ s )
&< -‘g )
. SE g |- === === === ===+ =====-
BEFORE : Daniel S. Nutter, Examiner
-
: Fg
[}
P
<3
o]
E TRANSCRIPT OF HEARING
<.
A
°
i
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\ MR. NUTTER: We will Zall next cana 2945,

MR. DURRETT: in the matter of Case NO. 594% heing \

reopened pursuant to the provisions of Order HNO. R-2623,
which order established cA0-acre spacing units for the
Antelope Ridqe~Devonian Gas Pool, Lea county, New Mexico, for
a period of two years:
MR. MORRIS: 1f the Examiner please, I'm Richarxad
Morris of Seth: Montgomery . Federici and Andrews. santa Fe,
\ New Mexico. appearing for Shell 011 Company in reopened Case \
No. 2945. shell Oil Company was the original applicant in
the case.
MR. NUTTER: My. Morris. jt's twenty minutes toO
\ 12:060. Hovw iong ¢o you think this case wil take, till
approximately 12:00 o'clock?

MR. MORRIS: Yes.

' (Wheretpon: Exhibits R-1
£hrough R-4 were marked f£or
\ identification.)

RICHARD SEBA
called as @ witness, having been first duly gworn, was
examined and testified as follows:
g}ggg?ﬁEXAMINATION
BY MR. MORRIS:

Q Wwill you please agtate your name?

A My name is richard D. geba, from midland, Texas.

L___________________—_

—

—_

e ———
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MR. MORRIS: Would the record show that Mr. Seba

previously was sworn in reopened Case 3246 and is still under

oath?
s MR. NUTTER: The record shows he's under oath.
o=
o Q (By Mr. Morris) What is your position, Mr. Seba?
A I'm the Division Reservoir Enginesr for the Western

Division of Shell 0il Company in Midland.

Q And you have previously testified before the
Commigssion cr one of its examiners and had your qualf®‘cations
made a matter of recorgd?

A Yes, I have.

Q Are you familiar with the development, operation

SPECIALIZING IN: DEPOSITIONS, MEARINGS, STATE MENTS. EXPERT TESTIMONY, DANLY COPY, CONYENYIONS

1120 SIFAMS BLDG. & P.O, BOX 1092 & PHONE 243-6691 ® ALBUQUERQUE, NEW MEXICO

1213 FIRST NATIONAL BANK EAST ¢ FHONE 256.1294 o ALBUQUERQUE, NEW MEXICO

dearnley-meier reporting service,

A Yag, I am,

Q You were not the witness in the original hearing of

this case before the Commission?

A No, I was not.

Q But you have made yourself familiar with the
exhibits and testimony presented at that hearing?

A Yes, I have, N

Q Would you refer to what has been marked Exhibit R-1
and state what that exhibit is and point up the additional

development and information that has been obtained since the

original hearing ir this case?
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A This exhibit is a structure map on the top of the
Devonian in the area of the Antelcpe Ridge-Devonian field.
This exhibit is basically the same exhibit that was presented

in the original case, however, since that time there has been

.
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one additional well drilled, Well No. 3, which is shown on
this map. Well No, 3 did not alter the contour lines that
appear on this map so the contours are unaltered from the
original exhibit.

The exhibit alsc shows the gas-water contact and the
unit outline, the unit covering the six sections. heing Section&
27, 28, 33 and 34 in Range 34 East, and Sections 3 and 4
in the tcwnship south of that.

0 The plat also shows that Well No. 2 has become a

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPEIT YESTIMONRY, DALY COPY, CONYENTIONS
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dual completion. In what formation has it been dualed?

A It is a dual completion in the Devonian and the
Pennsylvanian formation. The Pennsylvanian formation in this
area is also gas-productive.

Q Just as a sidelight, Mr. Seba, are there other
Pennsylvanian wells in this area?

A There is one additional Pennsylvanian well that is a
twin well to the No. 2. Actually there are two separate

productive members in the Pennsylvanian, one being produced

in the dual completion in Well No. 2 and the other being a

single zone completion in the Well Neo. 4, which is not shown




on the map. ~W
Q Where is that Well No. 47

A Well No. 4 is southwest of the Wwell No. 2. 1 don't

xnow the exact footage, but it's a twin well to that and very

closc nearby.
Q One of those Pennsylvanian wells is the Atoka and

one is the Morrow, is that correct?

TATS MENTS, EXPERT TESTIMONY, DALY COPY, CONVENTIONS

A Yes.

PHONE 256-1194 ® ALBUQUERQUE, NEW MEXICO

] Now, Wells 1 and 2 in the Devonian were already

1092 & PHONE 243-6691 @ ALBUQUERQUE, NEW MEXICO

drilled and completed at the time of the original hearing in
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RE this case?
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§§ A That is correct.

w =

:y

EE Q And Well No. 3 has been the only additional well

drilled in the interin?
A That is correct, and these are the only three wells

in the entire field.

Q Would you refer next to Exhibit R-2 entitled your
"reservoir and Well Completion pata," and point out the
features of that exhibit?

A This is a tabulation of the well completion data
and reservoir data and is presented as a supplement to a

similar exhibit which was presented at the previous hearing.

As stated, Unit No. 3 was drilled since the original hearing,

so the only additional data presented on this exhibit is the
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data presenteé4for the Unit No. 3. AEéQEQér,Hfhé;éwzéwone
additional item of data and that is that Well No. ? was
repotentialed and the calculated open flow potential for that
well is as appears, 16.35 million cubic feet per day, whereas
it was previously potentialed for 11 million cubic feet per
day.

I might point out that the calculated open flow
potentials for the wells range from the low of 16.35 in Unit
No. 2 to a high of 41 million cubic feet per day for Well WNo. 1,
The liquid content of this gas is approximately 20 barreils
per million and the condensate has a gravity of approximately
62 degrees API,

I would also draw your attention to the reservoir data
which indicates that the reservoir has a porosity of about
five and a half percent, a permeability of four and a half
millidarcies, water saturation of thirty-three percent and
average net pay of 127 feet; the reservoir temperature is
217 degrees Fahrenheit. The originil reservoir pressure was
6375 psia.

I would like to add some additional inforxmation with
regard to the cas, That is, that the Devonian gas is a sour
gas, having 225 grains per ..undred standard cubic feet.

There is an additional liquid recovered by the plant amounting

to one, co 1.25 gallons per thousand, and the plant residue
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dearnley-meier reperting service, i

gas has a BTU content of 114 BTU per thousand.

Q The grains that you mentioned were grains of
hydrogen sulphate?

A Grains of hydrocgen sulphate per 100 cubic standarad
feet.

o) Referring next to Exhibit R-3 showing economics
for the 160, 320 and 640-acre spacing. Would you explain how
these figures differ from those presented at the original
hearing of the case?

A This, too, is similar to an exhibit presented in
the original case. However, some changes have occurred in
both the economic and reservoir data such that certain
changes were made in this exhibit. The first chang= was the
price of the gas, it was originally estimated that the average
price over the life of the contract would be $187.50 per
million cubic feet whereas our current contract is estimated
to yield only $162.675 cents per millioi, thus yielding a
lower net income after royalty and taxes which currently is
estimated to be $161.442.

The well costs were the same in the Well No. 3 as for the
two previous wells drilled, Additional reservoir data has
indicated that our reserves are higher than were originally
estimated. We estimate now that the reserves are 7,750 MCF

per 160 acres, whereas before it was 5,500 and the 320 znd
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640 multiples of this, thus we now estimate that the reserves

4
]
§ for 640 acres would be 31 billion cubic feet whereas
r 4
(s}
7 previously we estimazted that it was only 22 billion cubic feet.
o
v
e § go These changes, then, have caused a change in the income over
P . ¥2
— > 3.’,,‘,
) § ?E the life of the project as stated in the exhibit. We estimate
(39 5] 5 Bz
o F gy .+ .
E; £ %g the income for 160-acre spacing to be $1,251,000, whereas we
«> g 3 previously estimated it to he $1,030,000,
w «
o) 2 g e
e § s 3 ?20-acre spacing would yield $2,502,000, whereas
éﬁ 2 63 previously it was estimated to be $2,060,000; and 640-acre
| sl 3 : ch>
Lo B J w * X
— g 8° spacing would yield an income of $5,005,000, whereas before it
— g
= = i
a> ¢ 6% was estimated to be $4,120,000.
= 3§ =«=
é;~ z dé These income, less direct operating cost and overhead
— ¢ 2%
z oz
= § iz which does include amortization of a gas sweetening plant, less
= § ==
=] 5 =8

federal taxes, yields a profit.now estimated toc be $246,000
for 160 acres, $1,006,000 for 326 acres, and $2,525,000 for
640 acres. I have reduced the profit to an average annual
percent profit for each of the cases, which indicates that
l60-acre spacing would vield only l.6% average annual percent
profit, whereas 320 acres would yield 6.7% and 640 acres
would yield 16.8%.

I have used the economic criteria of annual average
percent profit in that due to contract commitments the

productive history will be essentially a flat life over the

20-year period rather than declining, recognizing that there
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will be some decline at the end of the period due to

2
Q
£ deliverability, but over the mejority of the life of the
z
o
- project it will be flat life at gas contract rates.
S
v
z g It is our opinicn that we could not afford to accept
foihy b3 Xc :
o .=z
- § §§ 6.7% or 1.6% average annual profit and, therefore, I could
as 5 4¥
?3 . gg not Jjustify to my management to drill on anything less than
- w §u
pipie ; Eg 640 acres; therefore, we feel that the economics dictate 640~
Z 3
3 o
E? 2 3z acre spacing in this field,
pry § §§ Q Mr, Seba, in your opinion what size proration unit
a3 .8
-2 gf should be established on a permanent basis in this field in
w5 5
s =y s 3
= gf order to efficiently and economically drain and develnp this
ad o
= & <3
- : % | fiela?
—_ 9 Z
= = gé A Yt iz my opinion that the permanent field rules for
e < =&
a2 v gr . . s
-3 % <X the Antelope Ridge-Devonian field should contain 640-acre

spacing. I would like to offer in evidence Exhibi: No. R-4,
which is a plot of pressure divided by the compressibility
versus cumulative gas preoduction, I show three points on
here but have drawn a line through the latter two points,
which then can be extrapolated to indicate the reserves for
this well.

I have neglected point No. 1 in that the production from
the field during the time that the first point and the second

point were determined there were cnly two wells producing

from the field part of the time and three the rest of the time.
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An extrapolation of these two points indicates that the
reserves for this Unit No. 1 well would be approximately
88 billion cubic feet; volumetric calculations of the

reservoir associated with 640 acres around the Unit No. 1 well

¥

would indicate only 31 billion cubic feet. Therefore, we
offer this as evidence that one well will drain at least 640
acres and possibly more.

Therefore, oinc wcll on A40 acres will effectively and
efficiently drain the reserveir, and since the area is
unitized we feel that correlative rights axe also protected
in this manner since the takes from the field are determined
by field reserves by the gas contract. Additional drilling in

this field would not contribute to additional daily takes, but
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each well wculd then be only allowed to produce a smaller

portion of the total take from the field. Therefore, addition-
al wells would lead to excessive waste and drilling costs.

Q Do you have a recommendation concerning the field
rules that up to this point have been adopted only on a
temporary basis?

A Yes. We would recommend that the temporary rules,
as written, should be made permanent and are prepared to accept

those rules on a permanent basis; particularly we believe that

640-acre spacing will prevent waste and protect the

correlative rights of those operators in this field.
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Q Wefgnﬁxhibits R-1 thréugh R—4ypreparedmgfﬂ§dﬁ"éf»
under your direction?
A Yes, they were,
MR. MORRIS: We offer Exhibits R-~1 through R-4
into evidence,
MR. NUTTEER: Shell's Exhibits R-1 through R-4 will

be admitted in evidence.

®  ALBUQUERQUE, NEW MEXICO

1213 FIRST NATIONAL BANK EAST & FHONMNE 254-1204 o ALBUQUERQUE, NEW MEXICO

(Whereupon, Shell's Exhibits R-1
through R-4 were offered and
adrmitted in evidence.)

MR. MORRIS: That's 211 we have.

CROSS EXAMINATION

BY MR. NUTTER:

Q You state that the contract states that the takes

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONYENTIOMS

dearnley-meier raporiing service, ing

1120 SIMMS BLDG, & P.O, 80X 1092 o PHONE 243.566%97

be based on a relationship to reserves., Now, the
extrapolation of your curve shows 88 billion cubic feet
reserves. The volumetric shows 31 billion, when yvou have such
a wide discrepancy as this, what are the takes bhased on, which
set of the reserves?

A The takes from the field are based on the reserves
for the entire field. The reserves quoted here are only for
640 acres. However, the total acreage in the unit is four
sections. So that actually each well has 1280 acres allocated

to it.

Q Is the entire unit regarded as productive and
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containing reserves?

()
z
s . : .
& A There is some in the northwest section, you can sse ’
F 4
[¢3
v - c
X it's cut off hy the cil-water contact that is not ~-- but we
[+
S e . :
- S calculate e al reserves 1@ uni ea and then ou
e % Ro lculate the total reserv for the t ar d t r
o w
o . £
R ¥y . . :
.8 %3 take from the three wells combinsd i3 determined by the total
o5 g g%
[ L A .
- =2 reserves for the field and the takes from individual wells are
o -« o=
L 8 325
@ . Z@ . . .
> g :g immaterial. The production will be produced from the wells
[ «
o L g e o aro s s
= < 23 as a whole rather than from any well individually.
WSoowoas ‘
= § %R 0 Who is5 +h " >
r.‘_: é g; ™ wins 15 Tahe purc«;aser neres
é:L:' = » %
T ; g A Southern Union Gas Company. The gas goes into intra-
by o =bh
= = g
as § Gz state.
= 8 =3
RE : J
= gg Q What is the average take per day from the three wells?
—_ e 2k
z @ =
o— = ] Y R
— S 315 A Currently the minimum rate is 30 million cubic feet
< < X
a I o
== & -

per day and I think that the takes are in excess of that,
ranging around 40 million cubic feet per day.

Q 30 or 40 per day for the three wells?

A Yes. The contract states that the reserves are
higher than this and we have additional time to commit these
reserves to the gas contract.

Q. Do you have anything to offer to show that one well

will drain 640 acres other than the extrapolation of the

pressure decline curve?

A No. Performance data is the hest evidence that we

have. We also feel that the permeability of this formation,
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even though it is very low of four and a half millidarcies,
is sufficient to drain more than 160 acres,

0 When was Well No. 3 completed?

A Well No., 3 was completed in September of 1964,

Q Well WNo, 1 was completed in August of '62?

A That's right,

Q And Well No. 2 in the south was completed in
September of *63?

A That is correct.

0 What was the pressure and how did it compare with the
other two wells when Well No. 3 was initially drilled?

A The bulk of the production has occurred this year.
I don't know the exact date that we started delivering gas,
but ic has all been very recently so there was not troo much
production from the reservoir before 3 was drilled, bhut
there was some. I don't have tne original pressure in No. 3
with me at the present time.

Q I don't know if I am reading these dates on this
pressure decline curve correctly or not, but is that second
peint 5-10-657

A Yes, 5-10-65 and 12-6-65.

Q Do you recall what the other point --

A The other point was shortly after the original

completion, so I would imagine that it was shortly after




Q I see,
A However, as 1 stated before, the production from
this reservoir did not commence until some time after that.

Q Now, the takes when No. 3 was completed have been

relatively small?

A Yes.
Q So no comparison of pressures would show anything?
A No. sir.

MR, NUTTER: Are there any other gquestions of Mr.

Seha? He may be excused.

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

(Witness excused.)

MR, NUTTER: Do you have anything further, Mr,

1120 SIMMS BLDG, @ P.O. BOX 1092 & PHONE 243.649) * ALBUQUERQUE, NEW MAEXICO

1212 FIRST NATIONAL BANK EAST & PHONE 256-1294 ® ALBUQUERQUE, NEW MEXICO

dearnley-meier reporting service, inc.

SPECIALIZING IN;

Morris?

MR. MORRIS: ©No, sir.

MR. NUTTER: Does anyone have anything they wish to
offer in Case 29457

MR. DURRETT: We have a telegram from Continental
0il Company supporting Shell in this case.

MR. NUTTER: 1If thers's nothing further in Case 2945

we will take the case under advisement and recess the hearing

until 1:30.
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§ STATE OF NEW MEXICO ) /
8 ) ss
H COUNTY OF BERNALILLO )
8 ]
-
5 % Eg :, ADA DEARNLEY, Notary Public in and for the County of
fwns . E®Z
- 3 EE
g z; Bernalillo, State of New Mexico, do hereby certify that the
- - e ui
= £ 38 foregoing and attached Transcript of Hearing before the New
B * oW
as * =3
w < s . . : .
or g _§ Mexico 0il Conservation Commission wWas reported by ne; and
0.0 : g .
= & &3 that the same is a true and correct record of the said
e e? . ~ 7
—  § £3R
= 2 %g proceedings, to the best of my knowledge, skil® and ability.
ao < L
P T o
— § £° Witness my Hand and Seal this 22nd day of January, 1866.
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SHELL OIL COMPANY

ANTELOPE RIDGE DEVONIAN GAS UNIT

ECONOMICS FOR 160, 320, AND 640-ACRE

WELL SPACING

Cost and Income Data

Gas Price $/MMCF

Liquid/Gas Ratio Over Life-Bbls/MMCF
Condensate Price $/Bbl

Gross Income $/MMCF

Royalty and ORRI §/M3CF 34,286
Preoduction Tax Property Tax $/MMCF 21.547
Sub Totatl

Net Income After Royalty and Taxes $/MMCF

Well Costs

Econromics

Reserves MMCY

Life Yrs

Income

Direct Operating Cost and Overhead

(Includes Amortization of Gas Sweeting Plant)
Federal Income Tax

Profit

Average Annual Percent Profit

162,675
20.000
2.730
217.275

55.833
161,442

$750,000

Well Spacing

160 Ac 320 Ac 040 A<
7,750 15,500 31,000

20 20 20
$1,251,000 $2,502,000 $5,005,000
103,000 128,000 17&,000
152,000 618,000 1,552,000
246,000 1,006,000 2,525,000
1.6% 6.7% 16.8%



SHELL oOr1L COMPANY
ANTELOPE RIDGE DEVONTAN GAS uNiT
RESERVOIR AND WELL COMPLETION DATA

WELL COMPLETION DATA
T ————==220N DATA

Unic 1 Unit 2 Unit 3
—=2t 1l ——1C 4 .
Formation Devonian Devonian
Completion Interva} 14,655~14,832
Treatment

Devoniap
14,692~14,823 14,695-14,830

2,000 Gai Acid 3,000 Ga} Acid 5,000 Gaj Acid
Date of C.A,0.F, 8- 9-62 2~ 7-65 9-15-¢4
C.A.0.F, 41 16, 35 25
Liquid Recovery . Bbls/mMcFR 23 26 14
Gas Gravity 0.695 0.660 0.660
Condensate Gravity . Deg Apy 56 62.3

RESERVOIR DAT
=2 DATA

>

Poxosity >.5%
Permeability 4.5 md
Water Saturatjiop 33 ¢
Net Pay i27 fr
Reservojr Temperatyre 217 ¢
Origiza: KReservoir Pressure

6375




ANTELOPE RIDGE DEVONIAN GAS PCOL
CASE NO, 7, /==
| CT5

Purpose of Application

Shell 01l Company, as Operator of thr Antelope Ridge Unit, makes
application for an order establishing fleld rules for the Antelope Ridge
Devonian Gas Pool, Special rules are to include 640-acre drilling units and
well locations no nearer than 660 feet to the outer bounder of the interior
quarter~-quarter sections. 3Shell alsoc requests establishment of horizontal
limits for the Pool consisting of Sections 27, 28, 33, and 34, Township 23 South,
Range 34 East; and Soctions 3 and 4, Township 24 South, Range 34 East,

Exhibits

Exhibit 1

Exhibit 1 is a plat of the Antelope Ridge Area with the Antelope Ridge
WQ“ dd\o - L\fL( 1',,#~ .. - FRES l'f'fz,-/:( r-"

2

Unit outlined in red. ,\The plat shows our structural interpretation at Devouian
level based upon well control, seismic, and dipmeter data. The accumulation.is
controlled on the north, east, and south flanks by a gas-water contact of 11,450
feet subsea, This water level has been confirmed by DST data and prodﬁction teste
in Federai BE No, 1. The western limit of the accumulation is defined by =
steeply dipping fault trending from southwest to northeast approximately along the
western boundary of the Antelope Ridge Unit. The presence of this fault and the
separation of the Antelope Ridge Devonian Gas Pool from the Bell Lake Devonian Gas
Pool are confirmed by differences in pressure and reservoir fluids between the
two accumulations., The average reservoir pressure in Bell Lake Unit wells 1A and
4 in May of 1962, was approximately 6100 psi while the pressure in Harris Federal
No, 1 in July of 1962 wan 6360 psi, Both the Harris Federal No, 1 and Federal BE
No. 1 produce gas with a condensate content of more than 20 barrels per MMCF, while
the two wells in the south accumulation at Bell Lake produce no liquids.

It 15 my opinion that the information provided by well control, seismic,
and dipmeter data are sufficient to establish the approxiwmate field limits and

prove separatfion from the Bell Lake Devonian Gas Pool to the west.




Exhibic 2

Exhibit 2 is a cross-~-section through the crest of theAntelope Ridge
structure as shown by the line labled A-A' on Exhibit 1, The cross-section
shows the gross Devonian interval above the gas-water contact at 11,45Q feet
subsea and the dip to the southwest and northeast suggested by selsmic and
dipmeter data, The cross-section also shows a tabulation of DST and production
test data for the two wells which have penetrated the Devonian formation. You
will note that DST No. 4 in Federal BE No, 1, which straddled the apparent gas-
water contact flowed gas and water, while production test No. 11, with perforations
just below the gas-water contact, recovered only water,

Exhibit 3

Exhibit 3 shows well test and reservoir data for the Devonian formation
from Harris-Federal No, 1 and Federal BE No, 1., The test data from Harris Federal
No, 1 are from the official four-point test and show a CAOF of 41 MMCF/day after
treatment with 2000 gallons of acid., The indicated CAOF prior to acidization was
only 10 MMCF/day. Federal BE No, 1 was drill-stem tested without treatment and
had a CAOF of 11 MMCF/day with evidence of considerable formation damage, It is
my opinion that when Federal BE No. 1 1s completed in the Devonian, a small acid
treatment will yield a potential at least equal to that of the Harris Federal well,

The reservoir data shown on Exhibit 3 have been calcuiated from
electrical log and subsurface pressure wmeasurements, Neutron and sonic logs were
used to determine net pay and an average porosity of 5.0 per cent, and the
induction log was used to determine a water saturation of 35 per cent, Permeability
was calculated from the slope of the pressure buildup curve shown on Exidbit &4,

Exhibit 4

A graphical presentation of bottom hole pressure measurements wmade
during a drill-stem test on Harris Federal No, 1 is shown on Exhibit 4, Pressures
t

are plotted against dimensionless time, 7 ¢ + 1, where t i8 equal to producing

time and At is equal to shut-in time, Pressures have been extrapolated to infinite

-2-
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shut-in time in order to obtain true reservoir pressure, The permeability shown

on Exhibit 3 was determined from the slope of the buildup curve according to the

L
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xhibit 5 . e P .

Economic analyses for 160,320 and 640-acre spacing are presented on

reliflgnsh;paihgyn on £xhibit 4. . .§{z¢ //15’:;u<uﬂ((._{.2/; /!'fr(fi;//
Ciate C B A : Y/

Exhibit 6: The reserves in each case are based on volumetric analysis uaing

5.0 per cent porosity, 35 pex cent water saturation, 100 feet of net pay and

1000 psi abandomment pressure. The economics are based upon an average well

cost of $750,000 and net income before overhead, operating costs, and amortization
of gas treating plant of $186.50 per MMCF, The exhibit shows that for both 160-

and 320-acre spacing the profit-to-investment ratio and rate of return would be

P

below acceptable standards for a high risk industry, [ﬂicﬁi
ea—
Conclusions

It is my opinion that the data presented show that permeability in
the Devonian formation is sufficient to effectively drain 640 acres and that
development on 160- or 320-acre spacing 1Is not economically feasible, I further
believe that well control, selsmic and dipmeter data provide sufficient information
to establish initial pool limits as proposed,

I recommend that the Commission formulate field rules for the Antelope
Ridge Devonian Gas Pool along the lines of those preposed in Exhibit 6, and
establishment of horizontal pool limits consisting of Sections 27, 28, 33 and 34,
Township 23 South, Range 34 East; and Sectiom 3 and &, Township 24 South, Range 34
East, Lea County, New Mexico,

It 18 my opinion that grantine of this application will prevent waste
in the form of unnecessary drilling and will protect correlative rights through
inclusion of only reasonabie proved acreage in eéch gas unit,

Extibit 4b
Exiitbit ;Dpreaents the proposed field rules for the Aptelope_kidge

Devonian Gas Pool, An ebstract of these rules follows. — (ﬁlkiﬂ(w:‘é'[fv AR .j
Allewe ©-1¢70 R
=3 - Lesk fesea Gow Fof




Rule 1 provides that each well completed in the Antelope Ridge

Devonian Gas Pool will be governed by these gpecial rules.

Rule 2 provides for 640~acre gas units consisting of & single

strative approval of smaller non-standard

governmental section and for admini

units if offset operators have no objection,

Rule 3 provides for drilling locations with wells no nearer than 660

feet to the outer boundary of the inner quarter-quarter gsections (1980 feet

hich may be allocated to non-standard

from section lines and for maximum acreage ¥

locations.

Rule & provides that in the event of subsequent prorationing {n the

1, the allowable assigned to nommarginal wells

Antelope Ridge Devonian Gas Poo

shall be in direct proportion to the acreage factor.

1 limits of the pool as the pevonian formation.

Rule 5 established vertica
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SHeLL OIL COMPANY

ANTELOPE RIDGE DEVONIAN GAS POOL
WELL TEST AND RESERVOIR DATA

Type Test
Formation

Test Date

Test Interval
Treatment

CAQF

Liquid Reccvery
Gas Gravity
Condensate Gravity

Porosity
Permeability
Water Saturation
Net Pay

Reservoir Temperature

Test Data

Harris-Federal No., 1

Completion j“it
Devonian

8-9-62
14,655-14,832
2,000 gals, acid
41 MMCF/day

23 Bbls,./MMCF
0.695

56

Reservoir Progg;tiesé?“l

oty §1W
P

Original Reservoir Pressure

Federal BE No, 1

DST

Devonian
3-22-63
14,660-14,900

11 MMCE/day
21,5 Bbls./MMCF
0,665

57.5

L)-f% b) /L / P a‘ulw(a,,,',z

5., 0% 1T
4.5 ud, éaé&’wlﬂu
35%

100

217° t
6375 psiaﬂ@lv

NMOCC Case No, ‘7«75/4
Exhibit No. 3
Date December 4, 1963
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4.

GHELL OIL
ANTELOFE RIDGE DE
£CONOMLCS FOR 160, 320

Cost and Income pata
Gas Price = & /MMCF

Liquid/Gas Ratio Over L

Condensate price - $/Bbl.
Gross Income -~ & /MMCF

Royalty and ORRYI - $ /MMCF

production and Property Taxes

Subtotal

Net Income After Royalty

Well Cost

160-Acre Spacing

Reserves

1.ife

Incowe

Direct Operating Cos
Amprtization of Ga

Federal Income Taxes

profit

profit to Investment

rate of Return

320-Acre spacing
ResexYVes
Tife

Tncowe

Direct operating Cost and
Amortization of Gas gyeetening plant)

Federal Incowme Taxes
profit

t and Over
S gweetenl

COMPANY

VONIAN GAS pOOL

AKD 640 ACRE
WELL SPACING
187.50
ife - gbls./MMCF 20
2.73

241,10

38,10

- $/¥MCF 16.50
54,60

profit to InvesUment Ratio

Rrate of Return

6L40-Acte gpacing
Reserves
Life
Income
Direct operating Cos

Amortization of

Federal Tncome Taxes
profit

and Taxes = § /MCF

¥

£ s
186.50,4»é°“*' d

750,000
5,500 MMCY

90 Years
$1,030,000

head (Inciudes
ng plant)

$103,000
5 73,000
3104 ,000
0.14 Y
1% N

11,000 MMCF
20 Years QQ\
$2,060,000 \

§1 2% , U0V ;
$h61,00; $§
$721,000 A

0.96
77

overhead (iueluice

22,000 MMCF
20 Years
34,120,000

t and overhead (Includes

Gas gyweetening plant)

profit to Investment Rratio

Rate of Return

178,000
51,242,000
§1,950,000
2.60
17%

,ejivi;\ar\ﬁ?gﬁdaq
nﬁ?’;?buﬁtfr“ qzyib'
[71v
MOCC Case No. ‘7/1: !{'4 ’
exhibit No. 5
e

Date December 4, 1963




- s

- r PRESSURE

TEST NO. DATE MRS. SI 99 (MCF) P{STATIC) P P
DST NO. 5 7-29-62 2.1 3,450 6348 6360 1950
6500
P* 16360 PSIS—\
. o — — T T
L f,r sszﬁ PSI
AP | CYCLE = 29 PSI
_ l62.6 9¥ . 162.6x 610,000 x.0291
Kh = EAPUCYCLE) ~ 300 x 29 = 331 ““'W
h = 74 feet ~6
6. O K = 45 md. tf
5500
SHELL OiL COMPANY
ANTELOPE RIDGE DEVONIAN GAS PQOOL
Pressure Build-up Survey
Harris- Federal No. |
NMOCC Cose No. 4745
Exhibit NO. 4
Date: Dec. 4, 1968
5000 I
100 . 10




[+]
Comuysofvwe £ 2. :
Gy /G o Fas \\.\\\.‘\\\g\w.\.A . §\\~.x.ﬁ\ﬁ.




W

PROPOSED FIELD RULES
ANTELOPE RIDGE DEVONIAN GAS POOL
LEA COUNTY, NEW MEX1CO

Rule 1, Each well completed or recompleted in the Devonian Formation within
one mile of the boundary of the Antelope Ridge Devonian CGas Pool and not
nearer to nor within the boundaries of ancther designated Devonian gas pool,
shall be drilled, spaced, and produced in accordance with the special rules
and regulations hercinafter set forth,

Rule 2, (a) FEach well completed or recompleted in the Antelope Ridge Devonian
Gas Pool shall be located on a standard proration unit consisting of approxi-
mately 640 contiguous surface acres substantially in the form of a square which
is a legal section of the United States Public Lands Survey, For purposes of
these rules, a unit containing 632 through 648 acres shall be considered a
standard unit,

(b) For gosd cause shown, the Secretary Director of the Commission

may grant an exception to the requirements of Rule 2 (a) without notice and
hearing when the application is for a nonstandard unit comprising less than

\ 640 acres, All operators offsetting the proposed nonstandard unit shall be
notified of the application by registered or certified mail, and the appli-
cation shall state that such notice has been furnishaed., The Secretary Director
of the Commission may approve the application if, atter a period of 30 days, no
offset operator has entered an oblection to the formation of such nonstandard

\ unit,

The acreage factor assigned to any such nonstandard unit shall bear the
same vatio to a standard acreage factor in the Antelope Ridge Devonian Gas Pool
as the acreage in such nonstandard unit bears to 640 acres. ’

Ruie 3, (a) Each well ¢ gylesed or recompleted in the Antelcpe Ridge Devonian
Gas Pool shall be loca¥g%ﬂn3€ closer than 660 feet to the outer boundary of
the SkW/4 NE/4, NW/& SE/4, NE/4 SW/4, or SE/4 NW/4 of the section, Any well
drilling to or which has penetrated the Devonian formation on the date of this

order is hereby granted an exception to the well location requirements of this
rule,

(b) The acreage assigned to any well not granted an exception to the
yell location requirement under the provisions of Rule 3, (a) shall be deter-
mined by the location of the well with respect to the two nearest section
boundary lines as follows:

Location Maximum Acreage
660-660 160
660-1980 . 320 acres

The acreage factor assigned to any such well shall bear the same ratio
to a standard acreage factor as the acreage assigned bears to 640 acres,

Rule 4, 1In the event of subsequent prorationing of the Antelope Ridge Devonian
Gas Pool, the allowable assigned to a nommarginal well shall be in the same
ratio that its acreage factor bears to the total of the acreage factors for all
nonmarginal wells in the pool.

Kule 5, The vertical limits of the Antelope Ridge Devonian Gas Pool shall be
the Devonian formation.

Falon e T T R

IS v . NMOCC Case Mo,
POl fi o, . Exhibit No, 6
i ’ - . éé? Date: December 4, 1963
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SHELL OIL COMPANY

ANTELOPE RIDGE DEVONIAN GAS UNIT
RESERVOIR AND WELL COMPLETION DATA

WELL COMPLETION DATA

Unit 1 Unit 2 Unit 3
E Formation Devonian Devonian Devonian

Completion Interval 14,655-14,832 14,692-14,823  14,695-14,830
Treatment 2,000 Gal Acid 5,000 Gal Acid 5,000 Gal Acid
Date of C.A,O0.F. 8- 9-62 2- 7-65 9-15-€4
C.A.0.F. 41 16, 35 25
Liquid Recovery - Bbls/MMCF 23 26 14
Gas Gravity 0.6%35 0.060 §5.660
Condensate Gravity - Deg APT : 56 62.3 63

RESERVOIR DATA

Porosity 5.5%

Permeability 4.5 md
Water Saturation 33 %
Net Pay 127 ft
Reservoir Temperature 217 °
Original Reservoir Pressure 6375 psia

BEFORE EXAMINER NUTTER

GlIL CONSERVATION CU2AMEBSION
/—‘, ./r...'_-azﬁv\f
(A a EXHizt O, _

CASE NO.___ ol 9%?.,,-__

e = e e e}




SHELL OIL COMPANY
ANTELOPE RIDGE DEVONIAN GAS UNIT
ECONOMICS FOR 160, 320, AND 640-ACRE
WELL SPACING

1. Cost and Income Data

Gas Price $/MMCF 162,675
Liquid/Gas Ratio Over Life-Bbls/MMCF 20.000
Condensate Price $/bbl 2,730
Gross Income $/MMCF 217.275
Royalty and OKRI $/MMCE 34,286
Preduction Tax Property Tax $/MMCF 21,547
Sub Total 55.833
Net Income After Royaity and Taxes $/MMCF 161.442
Well Costs $750,000
Well Spacing

2. Economics 160 Ac 320 Ac 640 Ac
Reserves MMCF 7,750 15,500 31,000
Life Yrs 20 20 20
Income $1,251,000 $2,502,000 $5,005,000
Direct Operating Cost and Overhead
(Includes Amortization of Gas Sweeting Plant) 103,000 128,000 178,000
Federal Income Tax 152,000 618,000 1,552,000
Profit 246,000 1,006,000 2,525,000
Average Annual Pevcent Profit 1.6% 6.7% 16.8%

/
BEFORE EXAMINER NUTTER
Gl TRV A TR A5




SHELL OLL COMPANY
ANTELOPE RIDGE DEVONIAN GAS POOL
WELL TEST AND RESERVOIR DATA

e ey g e XA AT bats T e

: Test Data

Harris-Federal No, 1 Federal BE No, 1
Type Test Completion D5T
Formation Devonian Tevonian
Test Date 8-9-62 3-22-63
Test Interval 14,655-14 ,832 14,660-14,900
Treatment 2,000 gals, acid -
CAOF 41 MMCF/day 11 MMCF/day
Liquid Recovery 23 Bbls./MMCF 21,5 Bbls,/MMCF
Gas Gravity 0.695 0.665
Condensate Gravity 56 37.5

Reservoir Properties

Porosity 5.0% _
Permeability 4.5 md .
Water Saturation 35%

Net Pay 100
Reservoir Temperature 217°_
Original Reservoir Pressure 6375 psia

USRS

" BEFORE EXAMINER UTZ
QIL CONSFRVA‘HON C OMMISSION

l(’gé,:;;,gu» 7 exniglt NO. 3

P L NO._ AT _

PE—————

B NMOCC Case Ne,
/// C . Exhibit Mo, 3
Date December 4, 1963
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f PRESSURE
7000
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TEST NO.
OST NO. 5

HRS. Si 99 (MCF) P(STATIC) P x

P
7-29-62 2.1 3,450 6348 6360 |450

- gis
P s63 PSI

AP L CYCLE = 29 PSI

>4

. 162.6 9V . 162.6 x 610,000 x .C28i
EAP(l CYCLE) 300 x 29
h = 74 feet
R = 4.5 md.
C i
S SHON
(>

g s e

P* 26360 PSIN W

— w— w—— — T

SHELL O!L COMPANY
ANTELOPE RIDGE DEVONIAN GAS POOL
Pressure Build-up Survey

Horris- Federal No. |

NMOCC Case No.
Exhibit N°. 4
Date: Dec. 4, 1962
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SHELL OIL COMPANY
ANTELOPE RIDGE DFVONIAN GAS POOL

ECONOMLICS FOR 160, 320 AND 640 ACRE

WELL SPACING

1. Cost and Income Data

Gas Price - $/MMCF

Liquid/Gas Ratioc Over Life =~ Bbls,/MMCF
Condensate Price - $/Bbl,

Gross Income - $/MMCF

Royalty and ORRI - $/MMCF

Production and Troperty Taxes - $/MMCF
Subtotal

Net Income After Royalty ard Taxes - $/MMCF

Well Cost

2, 160-Acre Spacing

Reserves

Life

Income

Direct Operating Cost and Overhead (Includes
pmortization of Gas Sweetening Plant)

Federal Income Taxes

Profit

Profit to Invesiment Ratio

Rate of Return

3. 320-Acre Spacing

Reserves

Life

Income

Direct Operating Cost and Overhead (Includes
Amortization of Gas Sweetening Plant)

Federal Income Taxes

Profit

Profit to Investment Ratio

Rate of Return

4, 640-Acre Spacing

Reserves

Life

Income

Direct Operating Cost and Overnead (Includes
Amortization of Gas Sweetening Plant)

Federal Income Taxes

Profit

Profit to Investment Ratio

Rate of Return

38,10
16.50

187.50
20
2,73
241,10

54,60

186,50

$750,000+

5,500 MMCF
20 Years
$1,030,000

$103,000
$ 73,000
$104,000
0.14

1%

11,000 MMCF
20 Years
$2,060,000

$128,000
$461,000
$721,000
0.96

7%

22,000 MMCF
20 Years
$4,120,000

$178,000
$1,242,000
$1,950,000
2.60

17%

NMOCC Case No,

Exhibit No,

Date

5

December 4, 1963
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

January 5, 1966

EXAMINER HEARING

IN THE MATTER OF:

In the matter of Case No. 2945 being
reopened pursuant to the provisions of
Order No. R-2623, which order established
§40-acre spacing units for the Antelope
Ridge-Devonian Gas Pool, Lea County, New
Mexico, for a period of two years.

Case No,

Mt et N N N Nt gl Nt g e gt g “smas” ™

BEFORE : Daniel S. Nutter, Examiner.

TRANSCRIPT OF HEARING

2945




rage 2

MR. NUTTER: We will call next Case 2945,

MR. DURRETT: 1In the matter of Case No. 2945 being
reopened pursuant to the provisions of Order No. R-2623,
which order established 640-acre spacing units for the
Antelope Ridge--Devonian Gas Pool, Lea County, New Mexice, fer
a period of two years,

MR. MORRIS: If the Examiner please, I'm Richard
Morris of Seth, Montgomery, Federici and Andrews, Santa Fe,

New Mexico, appearing for Shell 0il Company in reopened Case

No. 2945. Shell Oil Company was the original applicant in
the case.
MR. NUTTER: Mr. Morris, it's twenty minutes to

12:00. How long do vou think this case wil take, till
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approximately 12:00 o'clock?
MR, MORRIS: Yes.

(Whereupon, Exhibits R-1
through R-4 were marked for
identification.)

RICHARD SEBA

called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. MORRIS:

e ey e ————r—

Q Will you please state your name?

2 My name is Richard D. Seba, from Midland, Texas.




race 3

MR, MORRIS: Would the reaecord show that Mr., Scha

3 ]
A i
f ! § previously was sworn in reopened Case 3246 and 1s still ander
‘ &
2
> oath?
]
N [o]
) % g MR. NUTTER: The record shows he's under oath.
N §-
- P 3y . . C s
§ 2; 0] (By Mr. Morris) What is your position, Mr. Seba?
Qs 5 g'i'
oy J . . . : ) : 8
o ; gg A I'm the Division Reservoir Engineer for the Western
S T -
a» % g .. . s .
- ‘3 Division of Shell 0il Company in Midland.
w * <
% -
0 w 3° PR
o= iz Q And you have previously testified hefore the
el :
N v ‘i‘-(,
=2 H g; Commission or one of its examiners and had your qualifications
- - LA
st .; .{ -
e -
v g made a matter of record?
— z ;2
as = o
‘@S> § o% A Yes, I have.
E i =3
' *3 .y . .
S i ;3 (@) Are you familiar with the developmaznt operation
> I g% Y ; :
=22 g 2%
= I 2 . . . .
- T Ip and characteristics of the Antelope Ridge-Dev-nian Gas Pool?
s I IZ
- L
2§ ozs
voo- A Yes, I am,
Q You were not the witness in the original hearing of

this case before the Commission?

A No, I was not.

Q But you have made yourself familiar with the
exhibits and testimony presented at that hearing?

A Yes, I have,

0 Would you refer to what has been marked Exhibit R-~1
and state what that exhibit is and point up the additional

development and information that has heen obtained since the

original hearing in this case?
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pevonian in the area of

This exhibit is basicall
in the original case.
onc additional well dril
this map. Well No.

original exhibit.

unit outline

27, 28, 33 and 34 in Range 34 tast,

in the township south of

Q The plat also shows that Well No.

dual completion.

- This exhibit is

howeveT ,

, the unit covering the six sections,

PAGE a4

a structure map

" the top of the
the Antclope Ridge»ﬁevonian field.

y the same exhibit that was presented
cince that time therc has been
led,

Well No. 3. which is shown on

3 did not alter the contour lines that

appear on this map SO the contours are unaltered from the

The exhibit also shows the gas-water contact and the

being Section
and Sections 3 and 4

that.

2 has becone a

In what formation has it been dualed? ‘

A ¢ is a dual completion in the pevonian and the

Pennsylvanian formation.

The Pennsylvanian formation in this

area is also gas—productive.

Q Just as a sidelight,

Pennsylvanian
A There

twin well to the No. 2

productive members in the Pennsylvanian,
in the dual completion in Well No.

l single zone completion in the Well No. 4,

wells in this area?

is one additional Pennsylvanian well that is 2

Mr. Seba, are there other

Actually there are +wo separate
one being prcoduced
52 and the other heing a

which 1is not shown

-




on the map.

Q Where is that Well No, 47

A Wel) No. 4 is southwest of the Well No. 2. I don't

BV )

kxnow the exact footage, but it's a twin well to that and very

e

close nearby.

Q One of those Pennsylvanian wells is the Atoka and
one is the Morrow, is that correct?

A Yes.

Q Now, Wells 1 and 2 in the Devonian were already
drilled and completed at the time of the original hearing in
this case?

A That 1s correct.

Q And Well No. 3 has been the only additional well
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drilled in the interim?

A That is correct, and these are the only three wells
in the entire field.

Q Would you refer next to Exhibit R-2 entitled your
"Reservoir and Well Completion Data,” and point out the
features of that exhibit?

A This is a tabulation of the well completion data
and reservoir data and is presented as a suppnlement to a

similar exhibit which was presented at the previous hearing.

As stated, Unit wo. 3 was drilled since the original hearing,

so the only additional data presented on this exhibit is the




data presented_EEE”;E;_Uﬁit No.>3} Howevér, there is one
additional item of data and that is that Well No. 2 was
repotentialed and the calculated open flow potential for that

well is as appears. 16.35 million cubic feet per day, whereas

e
ne.

{
i

it was previously potentialcd for 11 million cuhic feet per
day.
I might point out that the calculated open flow

potentials for the wells range from the low of 16.35 in Unit

PHONE 243.8691 @ ALBUQUERQUE, NEW MEXICO

PHONE 256-1294 ¢ ALBUQUERGUE, NEW MEXICO

No. 2 to a high of 41 million cubic feet per day for Well No. 1

2
[

The liquid content of this gas is aporoximately 20 barrels \

K EAST

per million and the condensate has a gravity of approximately

DEPQSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, RAILY cory, CONYENTIONS

62 degrees API.

I would also draw your attention to the reservoir data
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which indicates that the reservoir has a porosity of about
five and a half percent, a permeability of four and a half
millidarcies, water saturation of thirty-three percent and
average net pay of 127 feet; the reservoir temperature is
217 degrees Fahrenheit. The original reservoir pressure was
6375 psia.

I would like to add some additional information with
regard to the gas. That is, that the Devonian gas is a sour

gas, having 225 grains per hundred standard cubic feet.

There is an additional liguid recovered by the plant amocunting

to one, to 1.25 gallons per thousand, and the plant residue

- -
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gas has @ BTU content of 114 BTU per ghousand.

] The grains that you mentioned were grains of

hydrogen sulphate?

EXPERT TESTIMONY, DAILY COPY, CONVEN‘HONS

o] . .
- %o a Grains of nhydrogen sulphate per 100 cubicC standard
= S
- zZy feet.

as vy
o guw . cy s . .
e w3 0 rReferrind next to Exhibit R-3 showlnd economics ‘
- g%
o> 23 . -
o £ .3 for the 160; 320 and 640-acre spacing. Would you explain how
oo o % . s
= < & these figures djiffer from those presented at the original
= 7 g8
- 2y \ nearing of the case?
a0 é o%
S - . A . . 3

g g A This, to0O: is similaxr +0o Aan exhibit presented in
e ol
= £ 33
- o— = @ . . »
o> 9 % the original case. However, some changes have occurred 1n
= 3 -3

* ‘i . .

= i g5 poth the economicC and reservolr data such that certain
= i i

z o )
= § iz changes were made in this exhibit. The first change wWas the
S ¢ =°
-~ & =F

price of the gas;, it was originally estimated that the average

price over the life of the coatract would be $187.50 per
million cubic feet whereas oOur current contract 18 estimated
to yield only $162.675 cents per million, thus yielding a
jowexr net jncome after royalty and taxes which currently is
estimated to be $161.442.

The well costs were the same in the Well No. 3 as for the
two previous wells drilled. additional reservoir data has

indicated that our reserves are higher than wexre originally

P

estimated. We estimate now that the reserves are 7,750 MCF

per 160 acres: whereas hefore it was 5,500 and the 320 and

//_’///’/
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640 multiples of this, thus we now estimate thagﬂ;;;~;;;;;;;;~"1
for €640 acres would be 31 billion cubic feet whereas
previously we estimated that it was only 22 billion cubic feet.
These changes, then, have caused a change in the income over
the life of the project as stated in the exhibit. We estimate
the income for 160-acre spacing to be $1,251,000, whereas we
previously estimated it to be $1,030,000.

320-acre spacing would vyield $2,502,000, whereas
previously it was estimated to be $52,060,000; and 640-acre
spacing would yield an income of $5,005,000, whereas before it
was estimated to be $4,120,000,

These income, less direct operating cost and overhead
which does include amortization of a gas sweetening plant, less
federal taxes, yvields a profit now estimated to be $244,000
for 160 acres, $1,006,000 for 320 acres, and $2,525,000 for
640 acres. I have reduced the profit to an average annual
percent profit for each of the cases, which indicates that
160-acre spacing would yield only 1.6% average annual percent
profit, whereas 320 acres would yield 6.7% and 540 acres
would yield 16.8%.,

I have used the economic criteria of annual average
percent profit in that due to contract commitments the
productive history will be essentially a flat life over the

20-year period rather than declining, recognizing that there
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—_— - N
will be some decline at the end of the period due to

?
Q
g deliverability, but over the majority of the life of the
e project it will be flat life at gas contract rates.
Q9
v
o . . .
s § §8 It is our opinion that we could not afford to accept
| cunged . x® =
LS Z3 6.7% or 1.6% averagqe annual profit and, therefore, I could
o £ 83 s : :
= & 53 not justify to my management to drill on anything less than
T =23
[ X | . .
I < fg 640 acres; therefore, we feel that the economics dictate 640-
w <
S
- & acre spacing in this field.
ooy id o .
gﬁ Z 2w 0 Mr. Seba, in your opinion what size proration unit
$ 8° should be established on a permanent basis in this field in
e =5
2 2 E3 . . . .
as $ o ¥ order to efficiently and economicaily drain and develop this
= § ==
— = %3 A It is my opinion that the permanent field rules for
< < &=
ad ¥ 89
= s =2

the Antelope Ridge-Devaonian field should contain 640-acre
spacing. I would like to offer in evidence Exhibit No. R-4,
which is a plot of pressure divided by the compressibility
versus cumulative gas production. I show three points on
here but have drawn a line through the latter two points,
which then can be extrapolated to indicate the reserves for
this well,

I have neglected point No. 1 in that the production from

the field during the time that the first point and the second

point were determined there were only two wells producing

from the field part of the time and three the rest of the time.
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An extrapolation of these two points indicates that the

reserves for this Unit No., 1 well would be approximately
88 billion cubic feet; volumetric calculations of the
reservoir associated with 640 acres around the Unit No. 1 well
KKKK would indicate only 31 billion cubic feet. Therefore, we
offer this as evidence that one well will drain at least 640
acres and possibly more,

Trherefore, one well on 640 acres will effectively and

efficiently drain the reservoir, and since the area is

unitized we feel that correlative rights are also protected

DEPOSITIONS, HEARINGS, STATE MENTS, EXFERT TESTIMONY, DAILY COPY, CONYENTIONS

in this manner since the takes from the field are determined
by field reserves by the gas contract. Additional drilling in

this field would not contribute to additional daily takes, but

dearnley-meier reporting service,

1213 FIRST NATIONAL BANK EAST & PHONE 256.1294 » ALBUQUERQUE, NEW MEXICO
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each well would then be only allowed to produce a smaller
portion of the total take from the fiecld. Therefore, addition-
al wells would lead to excessive waste and drilling costs.

Q Do vou have a recommendation concerning the fieid
rules that up to this point have keen adooted only on a
temporary basis?

A Yes. We would recommend that the tamporary rules,
as written, should be made permanent and are prepared to accept

those rules on a permanent basis; particularly we believe that

640-acre spacing will prevent waste and protect the

correlative rights of those operators in this field,
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v Q Were Exhibits R-1 through R~4 prepared by you or
9
§ under your direction?
&
¥ A Yes, they were,
e <
v
> (o]
cs % FEo MR. MORRIS: We offer Exhibits R-1 through R-4
P
- ; zu.
. ¢ % into evidence,
s B o5l _
- E 338 MR, NUTTER: Shell's Exhibits R-~1 through R~-4 will
S - be admitted in evidence.
wo  f g
=T 33 {(Whereupon, Shell's Exhibits R-~1
DG uwd through R-4 were offered and
=. I g admitted in evidence.)
g B MR. MORRIS: That's all we have.
|} S all
a : 83
Tas 8§ g% CROSS EXAMINATION
= 38 == -
= z 45 | BY MR. NUTTER:
ao o BE
= I 3%
= : ik 0 You state that the contract states that the takes
a ¢ g0
] & -

be based on a relationship tc reserves. Now, the
extrapolation of your curve shows 88 billion cubic feet
reserves, The volumetric shows 31 hillion, when you have such
a wide discrepancy as this, what are the takes based on, which
set of the reserves?

A The takes from the field are based on the reserves
for the entire field. The reserves quoted here are only for
640 acres. However, the total acreage in the unit is four

sections. 8o that actually each well has 1280 acres allocated

to it.

Q Is the entire unit regarded as productive and
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" containing reserves?
z
o
z A There is some in the northwest section, you can see€
>
. jt's cut off by the oil-water contact that 1S not -~ but we
Q
S 9 ,
i~ Z %o calculate the total reserves for the unit area and then our
[ L)
a . £ =
= x 3% . . :
§ %3 take from the three wells combined 1S determined DY the total
as & 9%
[} g §..; . s P
el - 23 reserves for the field and the takes from individual wells are
- E 3
= & %3
o g “3 immaterial. The production will be produced from the wells
- * «
oD e 3° N
= % 58 as a whole rather than from any well jndividually.
= B &5
< z Quw Q who 15 the purchascr here?
2. - Tz
o § og_ l
Srmmn . . a i
g g A Southern Union Gas Company. The gas goes into 1ntra—\
T 5 *= 1
= = g \
a> o of state.
= 3 "3
e X .
= Z 25 0 Wwhat is the average take per day from the three wells?
bt v » . » 1] . »
= = 3B A currently the minimum rate is 30 million cublC feet
[~ < i
a @ 8F
b — s ==

per day and I think that the takes are in excess of that,
ranging around 490 million cubic feet per day .

Q 30 or 40 per day for the three wells?

A Yes. The contract states that the reserves are
higher than this and we have additional time to commit these
reserves to the gas contract.

0 Do you have anything to of fer to shov that one well

will drain 640 acres other than the extrapolation of the

pressure decline curve?

A No. per formance data is the best evidence that we

have. 4Ye also feel that the permeability of this formation,

-




[ race 13
even though it is very low of four and a half millidarcies,
4
o
] is sufficient to drain more than 166 acres.
4
o
; 0 When was Well No. 3 completed?
o
v
. E %0 A Well No. 3 was completed in Septembher of 1964,
o 1
PR > 3w >
8 Z3 0 Well No. 1 was completed in August of '62?
To0% 53 A That's right,
f Es
Qo - . R
I - <2 0 And Well No. 2 in the south was completed in
g *<
I Ze
= % 33 | September of '62?
= = = i
55 2 §§ A That is correct.
e 3 .8
T ; e 0 What was the pressure and how did it compare with the
= 2 o3 _— |
@ 8 g¥ | other two wells when Well No. 3 was initially drilled?
E i <3
o Z éé A The bulk of the production has cccurred this vyear.
Q o ‘8%
= z 2z
— T %s I don't know the exact date that we started delivering gas,
L &
> e
] s ==

hut it has all been very recently so there was not too much
production from the reservoir before 3 was drilled, but
there was some. I don't have the original pressure in No. 3

with me at the present time.

Q I don't know if I am reading these dates on this

pressure decline curve correctly or not, but is that second

point 5~10-65?

A Yes, 5-10-65 and 12-6-65,
Q Do you recall what the other point --
A The other point was shortly after the original

completion, so I would imagine that it was shortly after
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PAGE ld
August of '62, o - S SRR
Q I see,
A However, as I stated before, the production from

this reservoir did not commence until some time after that.
o) Now, the takes when No. 3 was completed have been

relatively small?

A Yes,
Q So no comparison of pressures would show anything?
A No, sir.

MR. NUTTER: Are there any other questions of Mr.

Seba? He may be excused.
(Witness excused.)

MR. NUTTER: Do you have anything further, Mr.
Morris?

MR. MORRIS: ©No, sir.

MR. NUTTER: Does anyone have anything they wish to
offer in Case 294572

MR. DURRETT: We have a telegram from Continental
Oil Company supporting Shell in this case.

MR. NUTTER: If there's nothing further in Case 2945
we will take the case under advisement and recess the hearing

until 1:30.
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

1, ADA DEARNLEY, Notary Public in and for the County of

[ o
oo
- Bernalillo, State of New Mexico, do hereby certify that the
[aa e}
.
e foregoing and attached Transcript of Hearing before the New

>
{
1

Mexico Oil Conservation commission was reported hy me; and

6691 ® ALBUQUERQUE, NEW MEX1CO

that the same is a true and correct record of the said

HONE 256-1294 * A\BUQUERQUE, NEW MEXICO

B
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NOTARY PUBLIC

My Commission Expires:

June 19, 1967,
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BEFORE THE
NEW MEXICC OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
December 4,1963

EXAMIMER HEARING

325-1182

IH%&QT@“&P&MLL Q4L Company for the

creation of a Devonian Gas Pool and for
special pool rules, Lea County, Hew Mexico.
Applicant, in the above-styled causs, seeks
approval for the creation of a new Dsvonian
gas pool for its Harris~Federal Well ¥o. )
located in Section 17, Township 23 South,
M. b~ w:, Loa cmt}" Nov? Mexioco, said
pocl to cos=siss aii of Jections 27, 26, 323
and 34, Township 2) soutk, Range 34 East,and
all of Sections 3 and 4, Towmship 24 South,
m. M East.
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FARMINGTON, ¥, »,
PHONE

Case No, 2945
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BAMYA FE, M. M.
PHONE 9(13-3971

BEFORE: [Elvis A, Uts. Examiner

TRANSCRIPT OF HEARING

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBVQUEROUE, W, M.
PHONE 243.66917
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live Uldt The wwaring will coine to oxder, please. The
first case un Lhe CGocket will be Casu 23845,

MR, DURRETT:s Application of Shell 011 Comnpany for the
creation of a Povoidan Gas Pool and for 3pecial pool rulwes, Lea
County, New Mexico.

MR, HOKRIS: If ¢he Sandner please, I'm Richard Morris
of Selh, Montgyoesry, Fadexicl, and ndrews, Santa Fe, appearing

on behalf of the lpplicant, 5hell LIl Cowpany. We will have one

witnesg, Mr. Dana sStokes.

(Witasas asworn.)
MRi. UTZ: Are there other appearancesa in this case?
{(Whereupon, Applicant's Exhibits
Nos, 1 through & marked for
ideatification.)
D. D. STOKES
callad as a witness, having beeu first duly sworn on oath, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, MORRIiS:

Q Mr, Stokes, please state your hame ancé position.

A E. '« Stokes, Staff Reservoir Engineer for Shell 0il
Company, Roswell, Naw Mexico.

G Mr. Stokas, have you previously testified before the
0il Conservation Commission or one of its examiners?

A Yes, I have.

®
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‘ | Compainy in age <U4asn:”
'F A Yeg, aly.
ﬁ “ Uhat 1d Lhe purpose of snell's application in this
ks case, Mr. stokes?
A Welta making application for the establisluuent of a

Devonian Gaus Pool to be called tue intelope Ridye Devonian Gas
b#

Pool, and for upocial fielo rules for procuction from Lils pool.

Phone 243-6091

Wa're also requestiunyg astablisiveont of borizontal liwkics €01 the
pool which are to consist of Secticns 27, 28, 33, and 34 of Town-
ship 23 South, Rangce 34 East, and Scotions 3 and 4, Townsghip 24
South, Range 324 Last.

G Wnat are the pertinent faatures, briafly, of the
speclial rulag that you intoend to reguest, Mr. Stokes?

p3 Well, wo intend teo ask for 640-acre gpacing and for

Albuquerque, New Mexico

well locationg ne nsarer than €60 fect to tha outer boundary of

General Court Reporting Service

DEARNLEY, MEIER, WILKINS and CROWNOVER

_,_g‘ the interior cuarter quarter sestions. This, in effect, in a

E standard section would be no closar thaa 1980 feet to the outer

:§ boundarias of the section,

;’3 Q I:o you have a plat of the area of the proposed pool?
r% A Yas., Exnibit 1 is a plat of the area. It shows the
o

:% Antelope Ridgo Unit outlined in rued. We have two wells completed

in the unit, %he 1, the Harris Federal No. 1 Devonian coniplztion
located in Saciionr 27. In Section 4 we have the Federal BE io. 1,

which is a Morrow completion, Thnis waell is drilled to the

. s ) - Qo
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have « comn iolak 200« dn the Lovoaldn bat have not a5 yat com-
platoed the well in tue bovonizn. Bollo ¢f thesa wellsa are ahuvt in
at thc presci:i tiwa for lack of aaviat.

Q ong tirle plat also thew your structural interpraeta-
tion of the Lovoasiaw formation i this avea?

& Yan.,  The contouvrs ghows on the plat are an the top
of the Devouniun, aad the data Yave fa bnsed on the wal) control
furnished by {12 twe wolls, on ssiamic data, and on dlnmeter data
in Harris FPadersl Ho. L. These data show the dip to &hs saueh,
north, east, and waest, with a gzo=-watar contact at 11,450 feet
gubsgea defining the productive limits of the pool on the north,
east and souch flanksg, and & fault indlcated by zelesnic data along
the west edye of thuo unit bowndnry. Our vater Level has bsaan
proved by production and drill stom Logi data in the Federzsl BE
Ho. 1. Ve rxacovered Doth gas and watar 9o drill stem test from an
interval that overlapped this 11,450 subsnea,.

e feel Yhat our selilswie faxult on the wvest side of
the structure is confirmed by differences in pressures and fluid
content in wells in the Bell Laile Unit 9 the west., Th2 prassure
in the Bell L:ahka Unit 3t the timse of our conplation of Harris
Federal No. 1 was apoproximately 5100 pounds, while the pressure
in the Harriy FPaderal No. 1 was G350 pounds.
Mhe Bell Lake Unit wells produced dry gas vhilae bhoth

wells in the Antelope Rlidge Unlt have »roduced condansate of more

,Lxhan_tuantyubazzals per million

®
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Q Now the Bell Lake Unit that you've referred to, does
that adjoin the Mntelope 2idge Unit immediately on the weat?

A Yes, It's a common boundary between the Antelope
Ridge Unit and the Bell Lake Unif along the wast boundary of the
Artelope Ridge Unit.

Q You feel fiom the information that you have that there
is geological separaticn bstween those two areas?

A Yes, seismic data indilcate the fault to be present and

that this is to a laxge extent confirmed by the difference in

fluid content of tha gas produced from the two raservoir

LESZ.

R

Q Refer now, Mr. Stokes, 0o what has beon marked as Exkibit

No, 2, and state what it is and what it shows.

A Exhiblt 2 18 a cross section 2long the crest of the
Antelope Ridge structure trending from southwast to northeast.
It shows our interpiretation of the Davonian gas column with a dip

indicated by seismic and dipmater data to the northea

hicast and scuth-
west,
Q This is along the liane A-A' as shown on Exhibit No. L?
A That is correct. This cross section also has the drill

stem test and production data on tha two wells that have penetratei
the Devonian to date., Tha test daca shown on the Paderal BE No. 1)
drill stem teat No. 4, which overlappad the gas-water cantact,
recovered koth gas and water, whila production test which is

labeled No. 11, with the top perforations just Lelow the gas-water

contact, racovered only water,

@
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This Federal BE No, 1 is8 presontly completed on the
interval noted 12 on this cross section, which is a Morrow forma-
tion. We intend to dual this wsell in the Devonian. However, the
pressura in the Morrow is so much highex than the Devonian pres-
gure that we feel that we can't complete it until we have depleted
the Morrow zone and the pressures arg more nearly equivalent,

Q Do you have a tabulation showing the well tests and
regservolr data for the Devonian formation in these two wells that
have been complated no €ar in thig unit?

A Yea, sir, I have a completion test on the Harris—Federai
No. 1 and drill stem test of the Devonian interval on the Federal
BE No. 1. On the Harris-Federal No., 1 we had a calculated open
flow potential from the Devonian of 41 million cubic feet per
day aftexr treatment with 2,000 gallons of acid. Prior to the
treatment we had a drill stem test on this szame interval which
showed calculated open flow potential of 10 miltlion cubic feet per
day.

On the Federal BE No. 1, we have a drill stem test with
a CAOF of 11 million cubic feet per day without treatmént. We're
confident with a small acid treatment on the completion of Federal
BE No, 1, we'll have a potential at least equal to that of Harris-
Federal No. 1.

You'll sae that the condensate recovery was 1.5 millicn

barrels cubic feet of gas more in the Harris-FPederal than the

| Pederal BE No. 1. Condensate and gas gravities are comparable.

®
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We also have tabulated on this exhibit the reservoir
proparties, which have been determined from log analysis and botto?
hole pressure measursments, From log analysis we have determined
an avarage porogsity of 5.0 per cent, water saturation of 35 per
cent, average net pay of 100 feet. From bottom hole pressure
data we have found an original reservoir pressure of 6375 pounds
per square inch absolute, and have calculated the permeability of
4.5 millidarcies from the slope of the pressure build-up curve,

Q This information that you have been giving is reflected
on what has been marked as Exhibit No. 3 in this case?

A That's correct,

Q Referxing now to what has been marked as Exhibit No. 4,
is that the pressure build-up curve that you just referred to?

A Yes. This is a graphical presentation of the pressure
build-up data with the pressures plotted versus dinensionless shut-
in time, which would be "t" over "delta t* plus 1, where "t" isg
your producing time and "delta t" is your incremental shut-in time.
Each of the pressure points is plotted in a straight line portion
of the curve, is then extrapolated to infinite shut-in time which
is equivalent to "t® over “delta t" plus 1 over 1. This gives the
pressure to which the reservoir would build if you were able to
lLeave the well slivi—in £or an infinite langth of time. The slope
of the build-up curve is alsc related to permeability through the

equation shown below the curve on Exhibit 4. FProm the production

data during the flowing period prior to shut-in, and the slope of

®
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Lweall Cost—TuRs—aore—than—a—aillion-dollays

the build-up curve, we'v: calculated 331 millidarcy feet of perm-
eability; and using the 74 feet of pay which we find in the Harris*
Federal No. 1, gives an average permeability of 4.5 millidarcies.

Q What conclusions c#n vou draw from the mere fact that
you believe you have 4.5 millidarcies of permeability in this
reservoir, Mr. Stokes?

A We fuel that this permeability is adequate for gas
production to drain nore than 640 acres, particularly where you

have a large section of pay. We fecl that while this indicates

-
Ky

P T 1
i Wai

[41)
th
£
[\
[

= < ) i LA - ey
Cali uTraiill oIS taan Sx LE A

H
o

production data
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to back this up. For that reason we are reguesting temporary field
rulea at the present time, We feel that we can prove drainage
when we have sufficient production data to base our calculations

on.

0 Refar now to what has been marked Exhibit No, 35, Mr,
Stokes, which appears to be an economic analysis on 160, 320, and
640-acre spacing in this pool.

A Item No. 1 on Exhibit 5 shows the cost and income data.
We expect an income after royalty and taxes of $186.50 per miliion
cubic feet of gas. This includes the condensate income. We show
a well cost of §$750,000. This well cost is thic minimum that we
anticipate. We've drilled two wells, one of which cost around

$750,000, the other one cost $1,200,000. I believe the experience

with the Devonian in this general area has been that the average

®
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The next three items, 2, 3, and 4, show the economics
on 160, 320, and 640-acre apacing. On the 160 it shows reserves
of 5.5 billion cubic feet, a 1life of 20 years bazed on our gas
sales contract which would yileld an income over life of $1,030,000
Our direct operating costs and overhead and amortization of a gas
swaetening plant would amount to $103,000 over the iife. The
Federal income tax is $73,000, leaving a profit of $104,00Q or
profit to investment ratio of .14 and a rate of return of approx-
imately one percant,.

Cn 220-acre spacing the picture is improved someawhat,
We have a profit to investment ratio of .96 and a rate of return
of 7 percent, neither of which are satisfactory in a risk venture
of this type.

On 640-acre spacing we ahow a profit to investment
ratio of 2,6 and a rate of return of 17 percent. Thesgg arna
approaching more satisfactory factors. However, 17 percant rate
of return on a risk venture is still not outstanding when you con-
slider that the average for all manufacturing industriaes is around
16 percent and these industries have no risk.

0 Would you care to draw some conclusions from the exhibit
and the data that you've presented to this point, Mr. stokas?

A It's my opinion that the data presented show that the
permeability in this formation is sufficient to effectively drain

640 acres, and that development on 160 or 320 i7 ao%t economically

feazsibls I also o w o

®
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dipmeter data provide sufficlent information for us to estaplish
initiza)l pool limits ag proposed, I would recommend that the
Commission formulate field rules for the Antelop. Ridge Devonian
Gas Pool nlong the lines of those suggested in Exhibit 6,

Q Raferring to Exhibit 6 that you have just menticied,
are these the proposed field rulea that Shell requests ke adopted

in this pool?

A Yes, thase are the rulas that we propose. These rules

==

= %57
waae
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-

1§4]
s

=g oy
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on the rules for prorated gas pools in South-

{

eastern New Mexico, which were set forth in Order R-1670. ¥We
have set them up on this basis so that in the event of future
prorationing in this field, the rules would be fairly well in line
with the standard rules. They're also quite similar to rules
that have bLeen adopted tempcrarily foxr the Lusk-Morrow Gas Pool in
Ordex No., R-2373,

Q wWould you go through thase rules and hit the high point
of each rule?

A Rule 1 is a standard provision that each well coxpleted
or recompleted in the Devonian formation within one mile of the
boundary of this pool will be drilled, spaced, and produced in
accocrdance with the rules herainafter set forth.

Rule 2 providas that each well shall be located in a
gtandard proration unit of 640 acres, and provides that 632 through

648 acres would constitute a standard unit., Rule 2 alao provides

Y 2¥id] 5 < L}
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no objaction from offset operators. Anothoaxr proviaion of Rule 2
is that tha acreage factor asasigned to any such nonstandard wnit
ahall bear the same ratio to tho standard acreaga factor in the
Antelope Ridge Devonian Gas Pool as tha acreage in such non-
standard unit bears to 640 acreas.

Rula 3 provides for tha wnll locatlon, providas that
any wall drilled or recompleted in the 2Antalope Ridue Dovonian
Gas Pool 3hall he locatsad within and not closer than 660 Ffoat to
the outer poundary oFf the Southwest Quarter of the Northeast
Quartar, the Northwast Quarter of ths Southeast Quartey, Northeast
Quarter of tha Southwaest OQuarter, or Southeast Quarter of the
Northwest Quarter of the sgection,

Q Does that language, Mr. Stokas, coma nratty dirantly
from the order in ithe Lusk-Morrow Pool?

A Yesa, it doas. I beliave the Lusk Morrow Pool provides
330 feet and we've asked for 660. In a gtandard section that
would mean that you could not drain closer than 1980 feet from
the outer boundary. This section also provides that any well
drilling to or which has penetrataed the Devonian formation on the
date of this order is herely granted an exception.

Section (b) of Rule 3 provides for the acreage that may
be assigned t¢ any well which is not dxilled within the standard
location provided, or which has not been granted an exception by
the provisions of Rule 2 (a). It provides that a location 560 and

660 from the section be civen only =z maximum of 680 acress, and g

®©
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woll drilled 660 and 1980 would be gilivon a imaxlaun off 320 acres,

2 This folluws protiy naar in line  with the 21670 fox
thg prorated gauy pools?

A Yon, takan directly from thmt. Ié also nrovidaes that
tha acraage factor assigned to such wall shall bear the saine
ratio to tho standard acreage factor as the acreage asalgned bears
to 640 acres.

Aule 4 providos that in the aveni of subseguent vyo-

rationing of the Antalope Ridge Dovonian Gas Pcol, the allowable

all nonmarginal walls in the pool.
Rule 5 providaes that the vartical limits of tha Autelop+
Ridge Devonian Gas Pool shall be tha Devonlian €formation.

Q You stated sarlier in your tastimony that you ware
only seeking itamperary rules at thisg time hecause yon nad no pro-
duction data from the two wells in this pool. What would be your
suggesticn as to the duration of thaya temporary rules?

p:) We reeguseat that temporary rules be granted £or a period
of two years, Our reason for that, - - ~ not at the presant time
seiling gas, and wa expect to stavt selling arouna the first of th+
year., Howavery, the take at that time will be very small., Accord-
ing to the terma of our contract, we should go on full production

at 1-1-65, 30 the two-year term on these temporary rules would

L9i1n_na_nna;znax_nf_full_pxndnntinn.nnﬂex_nnz_gaa_cnntxact-

®




S
DEARNLEY, MEIER, WILKINS and CROWNOVER

Ny

[ —

Y

! Court Reporting Service

uenera

PAGE 15

Phone 243-0001

Albuquerque, New Mexico

Suite 1120 Simms Buildiag

¢ Would you care to make any final conclusiont or glva
any final opinions concerning Shell's applicstion in this case?

I Well, wo feel that the roquest for tonpovary fleld
zules 1s Justifiod, that the pexuenbility indicated by ovy preg~
sure build-up test shows that a well should draln 640 acres. We
feel that production tests will <onfirm this. e think that the
wider spacing is necessary in thls c¢age hecause of the high risk
and costs assoclated with deep drilling in tho Delaware Basin. On
our Barris-Federal No. 1, we had twe blowouts and two fishing jobs,

I believe several of the wells in the genaral wicinity have lost

rigs and costs have heen excessgive,

0 Do yvou have anvthing further to add to your testimony?

R No, that's all.

Q Wera Exhibits 1 through 6 preparad hy you or undar your
direction?

A Yas, sir.

MR, MO"RIS: We offer Shell's Exhibits 1 through 6, and
that completes the direct examination of Mr. Stokos.
MR, UTZ: Without objection the Exhibits 1 through 6
will be entered into tha record of this case,
(Whereupon, Applicant’s Exhibits

Nos. 1 through 6 received in
avidence,)

CROSS EXAMINATION

BY MR. UTZ:

Q Mr., Stokes, what is the vay of the Devonian in each of

®
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your wells?
A In our liarris Federal No. 1, we have 74 feet of net pay
In the Fedaral BE No. 1, 173 faet. Ouxr seismic isopac over the

gtructure when plenimetered yields an average pay thickness of

100 feeat.
Q You also have a Marroﬁ’pay in this area?
A Yes.
Q Are there any other paysa that you know of at this time?
A There's another pay within the Morrow in the Fsdsral

BE Ne, 1 which has not been perforated. We have drill stem test
data on this pay. It would be within the Moxrrow sectfion, though,
and I think if ws wWere to apply for field designation on this we
would include it in the total Morrow interval.

Q Ybur economics that you have on your Exhibit No. 5
include only Devonian economics and do not consider any other pays
in the area?

A Yes, that is correct.

Q This would be an sconomic consideration for one well
bore, would it not?

A Yes, sir, that‘s correct.

Q SO actuaily your Exhibit No, 5 shows the picture some-
what worse than it actually is, conasidering other pays?

A Well, in our Harris-Federal No, 1, we had no pays that

we considered commarcial except the Daevonian. We cannot dual that

®

Lwell. In the Federal BE No. 1,
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nearly 9,000 pounds and the pressure in the Devonian is only
5400 pounds, and with thig higher pressure on top wea can't possibly
dual this wall at the present tima, Whether or not wa'll be able
to subsequently we can't say, but we certainly can't take into
account an economic value for it until we are able to completse it

Q = There's no quastion in your mind but what you will
complete wells in the Morrow and produce them?

A Yes, but they may not ke in the same well bore as a
Devonian wall,

Q I seae. What is the location of your BE No. 17

A It's 660 from the North line and 1650 from the East
line of the secticn.

Q Do you or your company anticipate 640-acre spacing in
this unit when you drill these walls?

A At the depth that we expect to find productior here,
we would also consider a raquest for 640-acrea spacing.

Q Then I'm wondering why you didn't drill a little furthey
inside the section lines.

A Well, wa drilled Harris-Fedaral No. 1 as the discovery
well in this fleld. We drilled it at what we thought to be the
best structural position. Following the completion of that well,
we ran other seismic lines which indicated some shift of the
structure to the south., Federal BE No. 1 was drilled on this same

basis, to further prove the direction of the axis of this structurj.

®©
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say, of development of this field, that we should drill our
wells at the optimum structural position. I think we found the

optiunus in thela owo wells.

Q And you are asking for six sectcions in this pool, are
¥you notve

A Yen, sir.

Q Doas that colancide with tne boundaries of the Antelope
Unit?

& Yas, sir, they arg the sane.

Q You would have six standard units, and we alrsady have

two wells and t¢wo anonstandard locations?

A Yes, six.

Q In your opianion, do you think ail Six sections ara
proved to be productive of gas in thie Devonisn reservoiry

A Yes, sir.

Q Your Exhibit No. 1 would indicate that Section 28 and
part of Seztion 33 would be outside the fault line.

A Yes, & small part of Section 23 and an even smaller
part of Section 33. Houwever, if we were -- or when we drill in
aither of these saections, vur well locations will be such that I
believe the productive arsa of the saction will be proved.

Loy subseguent wells we drill will be covered by these field rules
ané in orésr to okbtain wiél~acre allocation, we woulé have to dril;
tham within the intarior quartex-quarter secilon.

Q In other words, if you drill Sectionm 2%, you'll drill

®
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say, of development of this field, that we should drill our
wealls at the optimum structural position. I think we found the

optimuan in thasa cwo walls.

Q And you are asking for six sections in this pool, are
¥ou noty

A Yea, s3ir.

Q Doas that colincide with tne boundaries of the Antelope
Unit?

A Yes8, gsir, they are e sawne,

Q Jou would have six standaxd units, and we already have

two walls ané ¢wo nonstandard locations?

A Yea, agir,

Q In your opinion, do you think all six saections are
provaed to e productive of gas in tne Deavonian reservoir?

A Yes, sir.

Q Your Exhibit No. 1 would indicate that Section 28 and
part of Section 33 would be outside the fault line,

A Yes, a swall part of Section 25 and an even smaller
part of Szsction 33. However, if we were -- or when we drill in
elther of these sactions, our well locations will be such that I
believe the productive arsa of the section will be proved.,

Any subsequent wells we drill will ba covered by thesa field rules
ané in orc¢aer to obtain G40~-acre allocation, we would have %o drill

them within the interior quarter-quarter section.

Q In othexr words, if vou drill Section 28, you'll drill

®
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1980 from the South and East lines, will you not?

A Yen,

Q Actually your water-oil contact as you have it now,
or water-gas contact, cuts right through the middle of section 28,
does it not?

A Yes.

Q You might have a productive well but in your opinion
would you have 540 acras productive in your Section 287

A Not on the basis of the information we have available
at present, no, sir.

Q In the event of prorationing then you’d be, if you
assign 640 acres to the well, you'd be receiving an allowable in
excess of the researves under ths tract, would you not?

A If we can be that confident of our exact location of
2ll these things, yes. I think that's the purpose of requiring
that the well be drilied close to the center of the section is
te prove the maxi@um amount of acreage in the section,

0 would you say that yomr anticipated locaticn of the
gas—-water contact now is pessimistic or optimistic?

A I think it's as realistic as we can make it, and X
don't believe it's shaded in either dAirection. The location on
this north flank is confirmed by seismic and dipmeter run in
the Federal No. 1. Both of these indicatcd the same amount of
dip to tha north and east.

Q

®
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for the pool at the present time on the basis of two wells?
A Well, this would make the pool Llimits conform with our
request to the U,.S.G.S, for varticipating in the awxea in theae

gix gsections. I think that the data we have available sh0w that

these sections are productive.

Q You expect to include all six sections in thu partici-
pating area then?

A Yes, sir.

Q On your Exhibit No. % in Rule 4, you have presanted no

resarve data here except in the form of economics on your EBExhibit

No. 5 on which to base an equitabile proration forxriwla, anave you?
A No, sir, othexr than the fact that under Order 1670,

I believe it is, the standard for prorated fields in Southeastern

New Mexico is stiraight acreage. This would fall right in lLine

with straicht acreagae allocation.

Q ¥You are aware of the Jalmat decision, are you not?
A The latest one that I was aware of put it back on

straight acreage.

G Would you have any objection to the deletion of Rule
4 until such time as we had reserve data on which to base a
formula?

A Well, of course, from our interpratation it would be
mach to our advantage for allocation of production to be basead

on reserves, since the thickest part of the pool lies within our

B &
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MR, MORRIS: II I might interrxupt, Mr. Examiner, we're
not sugyesting at the present time that the poodl be prorated, and
I believe Mr. Stokes' conments arec poszibly a little premature
in that these are matters that would not be considered until such
time as the pool was to be prorated.

MR, UTZ: Well, but you are suggesting a proration
formuia, |

MR, MORRIS: I think he is indicating his preliminary
thinking in this regardg,

Q (Ry Mr. Utz) Do you believe that this is a water drive

A There's a good chance that it's a potential watexr drive
However, the wells in the BRall Lake Unit adjacent have showm
pressure érop with the limited amount of production they have,

80 that the water movemant in the Devonian here certainly is as
extensive as 1t is8 in thez pools to the north. We would expect
gsome water movement; howevar, certainly not 100 percent effactive
water drive.

0 Do you then believe that the rate of production per
well would be important in producing this pool?

A If the well were completed with perforations cleose to
the gas-water contact, I believe that rate could have an effect;
otherwise, I don't beliave so.

MR; UTZ: Are there other cquestions of the witness?

MR. DURRETT: Yes, s8ir, I have a question or two.

MR, UTZ: Mr. Durrett.

®
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Mit. DURKETT: The first question I would like tc ask
Mr, Morris., Your aliont wonld not necesaayily have any objection

to the Cowntaalon's not acopuiag Mhla ropoasd nl.

[

4 {f 1% should
fael that it would uve mnmre prousr to take uw this matter at a
later date of »rorating the Donl, 1£ Lt'a provated?

MR, MORRIS: I wouldrn't think 20, Howevoer, I wonld
have to check with ay client to bhe avye,

ME, DUBRETT: Would vou mheck with them snd asgk them
if they feel that they have to 2d0nt the Rula 4, that that wouldn'y
mean if we don't feel so that we should deny the application orxr
that we showld conajider Rule 4, if wa f£2a1 it should Lo undar-
taker at this time.

MR, MORRIS: I might say that the Commission is cer=-
tainly within its rights in adoptiung whatover »ool rulos it deens
appropriat= in thias pool. Shell has wade its Inggastions, haut
I'm sure that they wouildn't stand vpon any Particular wrovision
of it. In that regard, if the Conmission fali that Rule 4 should
be deleted, we would auggest that it be deletad,

MR, PURRETT: ‘Thank vou,

BY MR. DURRETT:

G Now, Mr. Stokes, will vou give me the permezbility
again that you testified to on diract examination that you feel
is in this area?

A 4.5 nmillidarcies,

Q. Pr I~

®



General Court Reporting Service

Building

DEARNLEY, MEIER, WILKINS and CROWNOVER

Phone 243-6001

Albuguerque, New Mexico

(>
DIms

Suite 1120

PAGE 23

would be zufficiant to establish that you could drain 640 acres
with one wall?

& Yes, sir, particularly whoxse tae thalo:ness of th» pay
is sufficient o maintain & cowwercial scialz wall that perncablility
the two go togethor.

Q Wiiat would you feel would Le Che winiimam thickness
of pay and permeability that couid drain 04y acxus, as an sngineer

A Z don't bellieve 1 could uive you thnat Tfigurae dirsctly.
I would have to meke some calculations and I don't have the data
avalliable to make thewm. I would gay that when you fall below a
tenth of a wmillidarcy, a roci, we discard any rock below that
as being pay. 7Tieg depth would enter into it, the awouat 0f pres-
sure available and so on.,

Q Let e agk this question., X' aot louring fur a real
specific answer, L' Looking £or a aore gonaral uanswar, Fron
your professional standpoliat, du you feal that 4.5 millidarcies
is approaching tha miuvimuma, or do you fowol tnat that fairly well
establishes that you can drain 640, or do you thnink it definitely
establishes it from what you Kuow at tuls claer

A Well, I have sean reszazrvyolrs with squivaleni pay and
equivalent porosity and permeebilily which have drainsd wor2 than
640 acrer, 30 I would say it's withia the range of satisfactory
drainage.

Q Have you seen resarvolyrs with equivalent permeability

irain H40 acreg?
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i'm interasted 2 litlle it in the Federal Lno0s Lares that you

have in your various explanat/.ons of tne spaciny.

sicexy youl csguction for amortizacion of this gamobine planty
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I No, 8iv.
0 Not in your exparience ar of this date?
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““ In othe: m:d‘s "I f 1e~vs £ -

rate during this first year. We won't go on the full prxoduction
rate until 1-1-65, 80 that I believe we'll be producing around
five million a day during 1564 and then our rate of production
increases at l-1~-065. We feel that we need more sustained produc-
tion than five million a day would give us in orxrder to prove
drainage of more than 640 acros.

Q I misaed you a littla it on the first., When do you

say that you are going to get your connection?

A We expect by thae first of 1964,

Q Fizat of this coming year?

A Yes, sir.

Q Ané you don't think that the one-year period of tiwe

from that date would bz adequata?

A Ne, air., because of tha reduced rate during that period

Q wWould it be possible to come up with any resaxvoir
information within a one-year period of time?

A NG, 2ir. We have one other problem here. The Devonian
gag is sour and raguires treating vsfore it can be gsold. Ve
don't have our treating plant in operation yet. 50 during the
firet portion of oux gas saies out there, we'll be sgelling only
from the Morrow and the information obtained from the Morrow
certainly would be of no help.

0 wWell, we are arriving at this situation that if the

Commission cannot issue a two-year order that it should not issue

®
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a one-yeaar ordéer and the Comrdssion would not issue a two-year
order, it would seem to m2 that the alternative would be to fssue
no order,

A Lt wa are not given sn oxdor, I don't think we could
prove, when the reansaring is held, that we could drain 640 acres.
We would have to ask for a year's extension in order to gain
enough production history to provide the production daca.

MR, DURRETT: That's all I hava.

BY MR, UTZ:

Q The initial production out of this wnit will be from
the Morrow?

N fes.,.

Q And you won't produce the Devondan until such time as

you get a treating wplant installeads

A a3,
Q wWhen o you anticipate that to bevy
A They'yxe working on it nowy I would say probably the

plant should be completed by March or April.

Q Lvan after the treating pilant is in, vou don't feel
a year's production frowm the Devenian would be enouyh to show any-
thing?

A Ho, sir, if we aliocate tae proauction evenly between
thyse two wells, that would be twd and & haif million & day for
three~fourths of a year. 1 believe from a resszrvolir this large

we would require more production than that in orxder to c¢rop the

®
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rreagsurc a sufficioent awouat Lo show dralonage,

Q who is vour contract withe
A sontharn Union.

Q Southern Union Gas?

A Yaea, aizx.

MR, UTV:  7Nive there other qQuouniong?

ril, MORRIS: Might I wwake one comaent, My, Baaninex?
We have referrad here today to the order that wags antexad ia the
Lusk-Morrow Gas Pool. That ordex is on eightaen-ronth temporary
ordar, If the Commission should not sac fit to grant a two-year
temporary order in this «ase but if it should sees fiit to drant an
eightaen-month oréex, I'in sure that Shell would take a clons look
at all of tho production history that it would have at that point
and attempt to make the best showing pousible.

It wmight be, ag Mrx. 5tokes has polntad cut, that we
would just have to say Lhat we negded 3 Little wore time in order
to have sometning definite, but at lsast at the end of the eighnteey
m§nth veriod we would, I am sure, bs wore than willing to evaluate
the situation at that point to gus vhat production history we'lve
had and what it might show.

MR, UTZ: 2Any other questions of the wituess? The
witness may be excused.

{(witnesz excused.)

MR, UTZ: Are thare statemente in this czse? The

L case will be taken under advigeument.

®
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STATE OF NEW MEXICO )
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I, ADA DEARNLEY, Notary public in and for the County of
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