; CASE 3563: Application of SKELLY
- OIL CO. for an amendment to the : _
I _SE New Mexico Gas Proration Rules \ : .
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GOV ERNOR
DAVID F. CARGO
CHAIRMAN

State of Neto Mesico
®il Qonservation Commission

FETE

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

LAND COMMISSIONER
GUYTON 8. HAYS
MEMBER

$. 0. BOX 2088

. o . sAN-rfA FE -

- | ‘ _ May 9, 1967
- Re: .Case No. 3563
Mr. James B. Grant Order No. R-3233
Skelly Oil Company Aolicant:
Post Office Box 1650 pplicant:

Tulsa, Oklahoma 74102 sxce‘ldly 0il Company

. Dear. Sir:

Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

h i : . Very truly.yours,

A %//
‘A. L, PORTER, Jr.
Secretary-Director

ALP/ir

Carbon copy of drder also sent to:
Hobbs 0CC___ X

Artesia OCC__ X

Aztec OCC
Othex
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BEFPORE THE OIL CONSERVATION COMMISSION
OF THE 3TATE OF NEW MEXICO

I THE MATTER OF THE EEARING
CALLED BY THE OIL CONSEBRVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERIMG:

CASE Mo. 3563
Order Mo. R-3233

A .
RY_THE COMMNISEION: |

This cause came on for hearing at 9 a.m. on April 26, 1967,
at Santa Fe, New Mexico, befors Examiner Elvis A, Utsz.,

BOW, on this__Sth __ day of May, 1967, ths Commission, a
gquorum baing present, having considered the testimony, the recorxd,
and the recommsendations of the Examiner, and being fully advised
in the premises, _ ' ’

FDEs

(1) That due public notice having been given as reguired by
law, the Commission has jurisdiction of this cause anéd the subject

(2) That the applicant, Skelly Oil Company, seeks an amend-
mant to the Southeast New Mexico Gas Proration Rules and Regula-
tions to permit wells that have been shut in for overproduction
to produce up to 500 MCPF of gas each month during such shut-in
P.ri“.o

(3) That in some cases requiring complete shut in of gas
wells in order to balance overproduction imposes undue hardship
upon the operators of such vells.

(4) That approval of the subject application will tend to
prevent premature asbandonment of wells that have been ordered
shut in because of overproduction, thereby preventing waste.
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CA88 No. 3563
Order No. R~-32313

(S) That approval of the subject application will not
cause wvaste.

AT 13 YERREFORE ORDERED s
(1) That male 15(A) and Rule 15(C) of the General Rules and
Regulations for the Prorated Gas Fools of Southeast NHew Maxico, as

promulgated by Order No. R-1670, as amended, are hereby amended ta
read as follows:

NIE 15(A). Overproductions Any well vhich has an
ovarproduced status as of the end of a gas proration
period shall carry such overproduction forward into
the next gas proration period. Said overproduction
shalli be made up during thas succeeding grs proration
pexriod. Any well which has not made up the over-
production carried into a gas proration period by the
end of said proration period shall be shut in until
such overproduction is made up. Provided, however,
that special authority to produce up to 500 NCF per
month say be assigned any such shut-in well upon
proper showing to the Secretary-Director of the
Commission that such authority is necessary to avoid
undue hardship; provided further, that any well
produced in excess of the monthly rate of produc-
tion authorized by the Secxetary-Director shall be
shut in until all overproduction is wmade up.

If, at any time, a well is overproduced
an amount equaling six times its current monthly allow-
able, it shall be shut in during that month and each
succeeding month until the well is overproduced less
than six times its current monthly allowable. Provided
however, that special authority to produce up to 500
WCF per month may be assigned any such shut-in well
upon proper showing to the Secretary-Director of the
Commission that such authority is necessary to avoid
undue hardship: provided further, that any well
produced in excess of the monthly rate of production
avthorized by the Secretary-Director shall be shut in
until all overproduction ism made up.

RULE 15(C). The Commission may allow cverproduction
to be made up at a lesser rate than paermitted undex
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CASE Mo. 3563
Oxder No., R-3233

Rule 15(A) upon a showing
shut in under Rule 15(a)
damage to the well,

at public heaxing that
would result {n material

(2) me jut-dtetiod of this cause is retained for the
antry of such further orders as the Commission Ay deem neces-
Sary. 4 ,

DONE at Santa Pe, New Mexico, on the day and year hereinabove
designated, _ ; ,

esr/
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- PAN AMERICAN pETROLEUNL CoaponATION

Ed
2

o

oiL AND GAS BUILDING P. O. Bpx 1a10

[+

. L Ray FORT WORTH, T EXAS~76¥OI -
. L. Ra .

DIvISION ENGINEER ‘ : ,‘;—E ‘E‘é

April 21, 1967 -

File: GHE-203-986.510.1

Subject: NMOCC Examiner Hearing
Aprll 26, 1967
Case No. 3563

Mr. A. L. Porter Jr.v ; i e
Secretary-DJ.rector B SRR e L
New Mexico Oil Conservation Commlssmn f ’ '

P. 0. Box 2088

Santa Fe, New Mexico

Dear Sir:

Skelly Oil éompany has'! mane lappllcatlon for an amendment
to the Southeast New Mexico Gas Proratlon Rules and Regulatlons
and this appllcatlon is scheduled for *hearlng on April 26, 1967, as
Case No. 3563. Skelly will seek! an amendment to Order No R—1670
to provide for an adm1n1strat1ve procedure whereby wells ordered shut-
in for extendad§ perlods ‘to make up accumula;,ed overproduction could
be permitted to! prciaduce up to 500 MCF' each month during such shut-in
period, !

Pan Amerlcan Petroleum Corporatlon believes thls amend-
ment is both JuStlflable and npeded for efficient operations. There-
fore, Pan American Petroleum Corporatlon supports Skelly in their
appllcatlon.

LT P e PO

g,

PO LIPS

et e b s b £k fryn

BHB:df

Yours !very truly,
CC - Skelly 0il Coinpa';ny

D.L.e
‘37

Hobbs, New Mexico ' i
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‘Docket No. '12-67
April 26, 1967 Examiner Hearing

CASE 3559: Application of BTA Oil Prcducers for special pocl rules, Lea
County, New Mexico. Applicaat, in the above-styled cause,
seeks- the promulgation of special pool rules ‘for the South
Flying "M"-Pennsylvanian Pocl, Lea County, New Mexico, includ-

" ing a provision for 80-acyz provation umits. ‘

; CASE 3560: Application of Phillips Petroleum Company for a unit agreement,
; ! Lea County, New Mexicc. Applicant, in the above—styled cause,
‘ seeks approval of tha Xat Mesa Unit Area compr181ng 7874 acres,
more or less, of FPederal and State lands in ‘Township 21 South,
~Ranges 32 and 33 East, Lea County, New Mex1co. ,
CASE' 3561: Appllcatlon of Continental 0il Company for a- dual completlon,
Lea County, New Mexico. Applicant, in the above-styled cause,
seeks approval for the dual completion (conventional) of its
Meyer B-4 Well No. 19 located in Uinit O of Saction 4, Township
21 south, Range 36 Bast, to produse ofl from an undeSLgnated
; ~* paddock pool and from the 0il Canter--Alinebry Pool through
: parallel strings of tubing..
CASE 3562: Appllcatlon of Continental Cil Company for. a dual completion,
f San Juan County, New Mexifto, Applicant, ln ‘the above-styled
cause, secks approval for the duax completlon {conventional)
of its Table Mesa Well No. 22 in Unit H of Section 9, mownshlp
27 North, Range 17 West, San JSuan PA;nty, New Maxico, to pro—
: duce gas fxom the Table Mes*-”e.nsy‘vanlan "C* as Pool and
,/"' from an undesignated Mississippian gas pccl through the casing-
#F tubing annialus and 2-irnch tubing, *espectlve ly.

-
Pia

CASE 3563: Applicaticn of Skelly Oil Company for an amendmwnt to the
: Scutheast Mew Mexico Gas Preration Rulss and Regulations.

Applicant, in the above-styled ﬂadqe, soaks an amendment to
Order No. R-1670, as amended, Rules zad Regulat*ons ‘for Pro-
rated Gas Pools, Lea, Eddy, Chaves and Roosevelt Counties, New
Mexico, to provide an administrative procedure whereby wells
ordered shut-in for extended periocds to make up accumulated
overproduction could be permitted to produce up to 500 MCF
each month during such shut-in.

CASE 3564: Application of Maxwell 0Oil Company for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause,
secks approval of its Taylor Unit Avea comprising 640 acres.
more or less, of federal lands in Sections 12 and 13, Township
18 South, Range 31 East, Eddy County, New Mexico.




Docket ﬁo.? 12-67

DOCKET: EXAMINER ﬁEﬁRiNG - WEBNESDAX - APRIL 26, 1967

k.
9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOH,

STATE LAND OFFICE BUILDING 2 SARI‘A FE NEW llEXICO

The following cases mll be .heard before Elv1s A Utz, Examiner,

CASE 3554:

CASE 3555:

CASE 3556:

CASE 3557:

CASE 3558:

,,,Appl:.cant,_, in the above-stvled cause, seeks autho

or Dam.el S Nutter, Alternate Exam1ner°

s b N
1 i — —- -
v

Application of cOastal States Gas Produc1ng Company for a unit

>

agreement, Lea COunty, New Mex1co. Appllcant 1n the above~-

35

—styled- causs, ek -appioval of- the Flylug n 'san Andres vnit

i

Area comprlslng 40 0 acres, more or less, of State, Federal
and Fee lands ln Townshlp 9 South Range 33 East ‘Lea County,
New Mex:Lco P i :

e

5 5

Appllcatlon of Cioastal State;s Gas »Produclng Cgmpany for a
pressure malntenancé expans'On, Lea County, New Me:

expand th¢= pzeséu%e malntenaince pro;ect in 1ts Flylng "M" San
Andres Unit by the 1n3ectlon of water into the San Andres for-
mation through 8 1n3ectlon wells 1ocated in Sectlons 15, 16,

17, 20, 22, 28, ,29 and 33, prnshfp 9 sbuth, Range 33 East,

Lea County. New Mexlco. Appllcant further seeks the promul-
gatlon of *spec1al %rules for Sald progect 1nc1ud1ng provision
for futurs expan51on. ; : :

Appllcatlon of Sox thiland Royalty COmpany for an: unorthodox gas
well 1oc.;t1 on, Lec County, New Mex1co. Appllcant in the above-
styled cause, seeks author:.ty to drlll a proposed Devon].an gas
test well at an urorthodox gas welgl locatlon 660 feet from the
North and West l es of Sectlon 12 Townshlp 25 South Range

35 East, Lea Countv, New Mex1co. The well would be dedicated

to the N/2 of sald Sectlon 12.

Appllcatlon of Gulf 011 Corporatlon for compulsory poollng,

Lea County, New i%Mexz.co., prpllcant, 1n the above-styled cause,

seeks an order forscet-poollng all mlneral :Lnterests in the Inbe-
Pennsylvanlan Pool underlylng the E/2 sw/4 of Sectlon 13, Town-
ship 11 South, Range 33 East’ Lea iCounty, New' Mex:.co.

Appllcatlon of B;IA 011 Producers for an. unorthodox 011 well
location, Lea County, New Mex:Lco. Appllcant.- Jn the above—
styled cause, seeks authorlty to drlll its Lowe i671 Ltd. Well
No. 1 as an exceptloin to the well locatJ.on requlrements of
Order No. R-2929 for: the Nonombre-—Upper Pennsylvanlan Pool and
the Nonombre-Low‘er Pennsylvanlan Pool Lea County, New Mexico.
The proposed well wo!i.lld be locatedj 560 feet’ from the North and
West lines of’ Sectlon 5, Townshlp 14 ‘South, Range 34 East.
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Docket No.
April 26, 1967 Examiner Hearing

[l

CASE 3565:

-~

 CASE 335%:

12-67

"Application of Jomaz Industries, Iné¢. for a non-standard oil

proration unit, several non-standard locations, temporary
exception to 'Rule 307, and capacity allowables, Lea County,
New Mexico. ‘Applicant, in the above-styled cause, seeks
authority to Grill 54 oil wells at ncn-standard locations on
2 non-standard cil provation unit comprising the S/2 NW/4
SE/4 and the N/2 SW/4 SE/4 of Section 30, Township 18 South,
Range 323 East, Lea County, ‘New Mexico, for productlon from

the Ogallala format1ohov Said .wells would be drilled to a

“density of four wells to each 2.5 acres and would be no nearer

than 82.5 feet to the outer boundary of the unit and no nearer
than 165 feet tc another well producing from the same formation.
Applicant also seeks a temporary exception to Rule 307 for each
well to per it utilization of a vacuum-type drilling unit dur-
ing the &rllllng and completion operation. Applicant further
seeks authority to predrcs the wells at capacity even though
the aggregate production from said wells exceeds the 40-acre
roymal unit allowabls.

Appllcatlon o;  William A. and Edward R Hudson for a water-.
£load expaﬂs=er, Eddy County, New Mexico. Applicants, in the
above-st¥led cause, seck authority to expand their Puckett
Waterfleod Project, Maljamsr Pcol, by the injection of water
Lte the Grayburg-San Andrss foxmations through 10 wells in
Secticns 24 and 25, Tovmsh 17 South, Range 31 East, Eddy ‘
County, New MeXico. Appl;canu further seeks an admlnastratlve

wrocedure for future sxpansion of said project.
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4

- New Mexico 011 Conservation Commission N R R
P. 0. Box 2088 o ; T

Sants Fe, New Mexico
Re: Application to Amend Rule 15
of the General Rulés and Regulations :
for Southeastern New Mexico P
Gentlemen: !
Please enter our firm as local counsel in the above-entitled : i ’
hearing. A {
Very truly yours, ;

@%&7‘ DOCKET MAJ;EDE

L. C. WHITE //,

i
cc: Mr. George W. Selinger
Skelly 0ii Company

Tulsa, Oklahoma Th102

een L B
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ALR/ir

OIL CONSERVATION COMMISSION
__ P. 0. 80x 2088
SANTA FE, NEW MEXICO

Very truly yours,

A, L. PORTER, Jr,
SQQretary-Director
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: f TULS R A T D
PRODUCTION DEPARTMENT A, OKLAHOMA 74102 . :
C.L. BLACKSHER, VICE PRESIOENT March 21, 1967 -
W.BIWHITMORE, MGR. PRODUCTION -
w.D. CARsON MCR. TECHNICAL SERVICES . B 3 : P .
BARTON" RATULIFF., MG JOINT OPERATIONS I 1 - ( :
GEORGE W. SELINGER, MGA. CONSERVATION Re: Application to Amend Rule 15 of the | L
General Rules and Regulations for : L
Southeastern New Mexico. i :
. A S < 3 A
- L ; ( —Fm e 5-&5 é i
Mr., A. L. Porter, Jr., Secretary-Director : : !
0il Conservation Commission
i P.1 0. Box 2088

Sahta Fe, New Mexico 87501

Deér Mr, Porter:

eV RPN YR L D s e .

Attached is original and four copies of our application to amend Rnle 15 of %
the General Rules and Regulations of Southeastern New Mexico so as to grant :

thexSecretary-D1rector authority to allow production of up to 500 MCF per

. month to shut-in gas wells where such authority is necessary to avoid undue
4 hardshxp.

Since this is a matter of general concera for Southeastern New Mexico, we
would think it would be a matter properly to be heard by the Commission at

1ts,pext Statewide Hearing. We, however, have no objections to the matter
being heard by an Examiner.

BT ! - ii:rs very truli;zzfgéifgzé/f \ :; x

Pl

RIJ:br
Attach, 4
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BEFORE THE OIL CONSERVATION COMMISSION OF THE STATE OF NEW MEXICO Lo

1 Mg 22 Ani2 22

IN THE MATTER OF THE APPLICATION OF ) o
SKELLY OIL COMPANY FOR AN ORDER ) CASE NO.__ 2 $¢C 3 S
AMENDING RULE 15 OF THE GENERAL RULES ) i ‘ 5*
AND REGULATIONS OF SOUTHEASTERN NEW )  FILED <
MEXICO. )

HEARING ///,)(//(}F

APPLICAT ION

Comes now Skelly Oil Company and alleges and states:

, 1. That it is an operator of oil and gas wells in Southeastern New
kxico:

2. That this Commission has by (rder No. R-1670 as amended by Order No.
R~2761 and Order No. R-3168 established General Rules and Regulations for Southeastern
New Mexico.

z 3. That this Commission by Order ¥o. - R-1670 as amended by Order No.
R—2086 Oxder No. R-2404-A, Orxrder No. R-2761, and Order No. R-3168 established -
General Rules and Regulations for Northwestern New Mexico,

4. That Rule 15 of the General Rules and -Regulations for both Southeastern
and Northwestern New Mexico contain rules perta:uung to ovetproduction of gas and
the method by which such overproduction 1s ‘to be made up, and that Rule 15 of the
General Rules and Regulations for,Northwestern New Hexlco grants the Secretary-
Director of the Commission auth ty to’ allow operators to produce up to 500 MCF
of gas pea. month to a shu ell upon proper showfng that such’ authonty is
p. The General Rules and Regulations for Southeastern

5. That it is neceasary and desuable that the Commission, through its
Secretary-Director, be given authority to grant such allowable to avoid undue hard-
ship, and, therefore, the General Rules and Regulations for Southeastern New Mexico
should be amended to so provide.

WHEREFORE, PREMISES CONSIDERED, applicant prays that this Commission set
this matter down for hearing, that notice hereof be given as required by law, that
at the conclusion of said hearing the Commission enter its order amending Rule 15
of the General Rules and Regulations for Southeastern New Mexico so as to pronde
for similar language contained in Rule 15 of the General Rules and Regulations for
Northwestern New Mexico, and for such other orders, rules and regulations as may be
necessary in the premises,

Respectfully submitted,
SKELLY OIL COMPANY
George W. Selinger

Ronald J. Jacobs
James B. Grant, Its Attorneys

LW%Z‘{VW
o d

P. 0. Box 1650 /
Tulsa, Oklahoma 74102 / , /

'Of Counsel:
Mr. L. C. White

White, Gilbert, Koch & Kelly
P. 0. Box 787
Santa Fe, New Mexico
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BEFORE THE

NEW MEXICo OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
EXAMINER HEARING

April 26, 1967
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"IN THE MATTER OF:

Ap‘plié:iation of Skelly 0i1l Company for
an amendment to the Southeast New
Mexico Gas Proration Rules and
Regulations.

————'—__-.-——_.___——-.—-.--
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MR. UTZ: Case 3563.
MR. HATCH: Case 3563, application of Skelly 0il

Company for an amendmeimt to the Southeast New Mexico gas

proration rules and regulations. - . ... .. |

MR. GRANT: J. B. Grant, appearing for Skelly
0il Company. I have one witness.
(Witness sworn.,)
3. T. COX, called as a witness on behalf of the — | -
applicant, firs't.havirig been duly ‘sworn, was examined and |

testified as follows:

' DIRECT EXAMINATION

BY MR. GRANT:

0 Please state your namé and address to the
Examiner?
A My name is J. T. Cox. I am a Reservoir Engineer

with Skelly 0il Company in Hobbs, New Mexico.

Q Have ybu previously testified before this
Commission?

A I have.

0 As a petroleum engineer?

A Yes.

0 As a reservoir engineér?

A As a reservoir engineer, yes, sir.

0 And were your qualifications accepted at that time?
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v | : | |
: east lines of Section 30, Township 20 South, Range 37 East,
‘. Lea County, New Mexico.
S Q " Are you familiar with this application and the
: . : purpose therein?
A Yes, I am. : S
s (Whereupon, skelly's Exhibit
: e Number 1 was marked for
: a2 identification.)
S S 5 =—% L , ; : e . i
: R Q- - I hand.you what has been marked as Skelly"s
; iy - oo - SV d Ctal .
:, = Exhibit Number 1 and ask you first, if that was prepared by
4 1 o |
; g you or under your supervision?
.2 = A It was prepared under ny supervision.
i 10 i .
: = A . ,
& ] Would you please explain to the Examiner what that
Do z
: z -
z Exhibit is and what it tends to purport?
i 8 s . : o
7 B R I L ey . . : i . ; : :
§ g,g A Exhibit 1 is a production history for the State
R TR ' '
; > 5 X ] . : . . R
g ;; "G" Number One Well. Shown on the gFaph is oil production,
£ BEE : : , , :
E §‘§ monthly, avérage monthly gas production over a six months
T ] @ o
c e iUy [ y ’ ' \
= §§ period, illustrated in blue and the average gas allowable
§ Lt 2 ’
: 3 Hi1e% :
3 . : R : N . . : c.
> 3 & ;;5 for a six months period, illustrated in red.
SR - 5133 |
i; ‘ g ;% Q What does that tend to show in relation to the
f =i production as to the allowable, the status of the well?
: 282
: §: u . .
’ g o?:g A This graph shows that the well had produced gas .
| a o9 : ~
: £ 3§ over and above allowable at different times thxroughout its
| 2 33
i NI v .
! " 3 3¢ history.
2 g5 ‘
a, &9 .
. Q Does it show the present status of that well?
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A The graph illustréies a three month's average
production for 1967. The status for April is that the well

is shut in due *o over production of gas.

‘0 How much over proéiced is that well?

A The well was over produced by 51,253 MCF of gas

as of March 1st, 1967.

'Q ~  Is there anyfhinqtfqrthér you wish to poiﬁt out
on thét’Exhibit at,this'time?f
'“'“"‘”MR;‘ﬁTE:"Wﬁét;ﬁéégtﬁét“bvéf“préduction“fiqure%
again?

THE WITNESS: 51,253 MCF as of March lst.

o (By Mr. Grant) Hé% many times current allowabie
is that figqure, do you have tﬁat?

A | ihe'prbrated allowable For March was 2,590 MCF,

indichtihg that a required shut-in period of approximately

‘nineteen months is required beéfore the over production, less

thanyﬁix times the current mogthly allowable, would be made
up.

Q Thét nineteen mongh figuré presumes that the
purchaser will take, at a reaéonable steady rate throughout
the nineteen months, does it ﬁot?

A Yes, it does.
Q. And with the fluctuation in market demand and the

¢

tal).:s from that field by the purchaser, could you reasonably
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; s ' én€1c1pate%that it might take somewhat longer than nineteen

!4\ oo ’ ; R . o ;
A R . ] ﬁoﬁths to adtually make up the overage?

CA ~ers; the allowabie for Aprii on this well wouid‘

H

1
T AR s £ .

have beén 1!659" MCF. -

4
dol
sy
A

i I al ; R S L ;
{ o o {(Whereunon, Skelly's Exhibit o
i Number 2 was marked for
! identification.)
e P Q@ ' 'I now refer you to what has been marked as
=g :‘ li i i ,«é ,z,_ 1 : . -
f.égg i | iSklelly"s Exhibit N r 2 and ask you first, if that was
;= O T T SRt
= i IR U T S Y T T - _
. - | prepared by you or under your supervision? - --
s : A . Yes, it was.
PEQD :
= : L o : . s L .
. oo { Q .  Would you identify the Exhibit and explain to
HEEEEE 15 SR A B R Y S B L '
f i . the Exmainer what it tends to purport?
: H 3 - i o .
PR N E A  Exhibit 2 is a plot of the State "G" cumulative
LT L T ~
o ] : Pori L - : . s
§;§ ~§ o%eraqe“Qas production. It may be noted in the 1967 period
s ¥ o t H . z
:3igg ! T : '
iyiEx i the well‘has a cumulative over production of approximately
PR T E : : v : :
FEoZS Coh
o w H ok ; [ : . . . : « p :
aizz 48,000 MCF. This graph is plotted with the point at the end
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df the périods.

Q f‘ In other words, this Exhibit 2 shows essentially

VYA e gt

A

éhefsémeféhiﬁg as Exhibit 1, but is depicted in a different

ashion 'for ease of viewing, is that correct?

.
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: | i A That is correct.
S . i z i : :
; 1 ! < :
o : I . , . ' .
. 2 f Q. Mr., Cox, what is the cause or reason behind this
b 3! '
| E} i ; J
: z, ‘excessive over production in this well?
SR 2! S :
B 3 : L . . .
con g8l A The over production in this well was caused by
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inadvertent overproduction by a new gas'purchéser. The gas

purchaser chgﬁged in December of 1966, The well was over-

SR ; . o L :
- : ; produced in the months of December and January.

Q In other words, it was takes by the purchaser

.t e | which causea the difficulty. Not anything that Skelly did

o

S BT
.
| BN
{ d

to the well themselves,

: o A That's correct.
3 €S T .
f Efi Q Let's talk about the results of this overproduction|,
- : = a little bit Mr. Cox. Now you mentioned, it will take at
= ;
4:; least nineteen months' and probably more to make up this

overproduction and the well is presently shut-in, is it not?
A Yes, the gas zone -iy shut in. , |
Q And rnder the present rule of the Commission,

it would have fo remain shut-in for that period‘ofttime,'

"~ would it not?

-
AP o ey A N £k Y S AR e 1 NP B ST AT i

A That is correct.

0 Now, wﬁen”a well reﬁains shut-in for tbat long

. ke
i g
" Ry

-~

of a time, and when QOu attempt to put it back on production,
do you ever experience any difficulty in doing 307

A Yes, it 1s possible that difficulty could be -
encountered by putting a well back on production, after that
long of a shut-in.

Q It might require some rework on the well?
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' Is this an expensive proposition?

SR
2o

Yes, it would be expensive.

P Y, A I B ot R s

o :Affs
o ‘ R 9l : Ahd} if the rework were not necesssary, the expense
: : Loy S :;'

L t

no

-
N

would be necessary, would it?

: : : SR Al %‘ ihi% is true.

% 3} j; : Is there a possibility of damage to ‘the reservoir,
}f j;; ? Ehe rework or having it shut-in for this perlod

: ! 'S St

: ~§ = nd then trylng to open it up again?
: (as Al On'this specific reservoir, there seems to be = _ R
¥ = . - :
3 [ . o g

: : ;gg ! no‘diffiéulty 1n gettlng the gas productlon back. However,
5- ‘ é o in that the suggested amendment to the rule would pertaln
g 3 ,
i E o to;all 9§'50utheastern New Mexico, it would benefit those
H > : PO . :
: -3 RUES S T S SO .
gé E pools which wodld encounter some difficulty by it.
: et 1 Tt o " : : :
- S : 5 o Q5 In other words, this is not totally unheard of

. g § when a well is shut-in for a considerable period of time,

: S ; IR A ;

- H ; it?doesﬁneedfrework often times wher it is attempted to

o ; § put it béé} on iproduction?

Liﬁ - ¢ E jA? ' This rework often times —- = |

baas

Sometimes, you lose a well and often times, or

Ni DEPOSITIONS, HEARINGS, STATEMENTS. EXPERT YESTI

Yes.

P ‘ __Qﬁg And with the consequences that the capacity of

; .

the welliis somewhat diminished?

1120.S1MMSBLOG, 0. P40.-BOX.1092.9 PHONE, 243:669), &. ALBUGUERQUE, NEWMEXICO 87001,
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] - P .

‘s A This 1s true.
|
H
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‘gas underlying that tract when it is surrounded by producing

0 And if that happens, then what happens to the

wells?

A Well; the gas underlying thét particular tract
would bg depleted by o;her wells.

0 And this would be a violation of co:reiative
rights for the interest owners of that particular tract,
would it not?

A | Yes, sir.

0 They would lose gas that they ?ouldwotherwise
beventitled to produce? |

A - Yes.

Q Now, you testified that vou were generélly familiar
with the leases that prevail in the area. In some bf’the
older leases are there termination pr;visiohs for ﬁon*pfbduc—
tion?

A Yes, there are.

0O Would you briefiy give the gist of, say, Pafagraph
13 of the lease that governs this patticular lease?

A This particular lease is querned by.aﬁ old,
one of the older type lease agreements. It provides that the
lessor is authorized to cancel the lease after notice to the

lessee of its default. The lessee is granted thirty days

from the date of mailing of such a notice with whi¢h to
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L d 1 ’ o r
remedy -this speclﬁled*default. oo : oo
R R N VR T O
Q And?wrtﬂbut%lntenw lly asklnq you for a leqal
s a
conclu51on, as the u}eflé how oromulgated as' to Souiheast
New Mex1co !and if you were' to recelve*a noche such ash
(SRR é |
I :
from your lessor ‘yé 5 ouldn t p0351b1y put thls well back

; : . ’: i
on producrién w;th thlrty days, could you, 1f it 1s €o be
shut-ln for

A ‘ P ;,
rules, be put back 1n pro%uct10n7i

A

Q

A

0

you con31der thlS aniundue har

A

Q

happen?

Al

Q!

R—

eté%ngmonths before 1t cén,,under éhe

4 b

som §,

. "5,,...,‘

Y
S

i

'5This isgﬁrue;

»g,i;;

I

Asla consequence, Skelly would 1ose thelr'iease

-

That s‘correét.

i

:In your capac1£y and w1th your experlence, { would

‘c,» :
-

I S

I Woﬁl

£

Or; any other 011 conpany‘to whom thlS mlqht

Ye%.é

i

i‘
NQWﬁ‘théSé leaqes,’tﬁese oldrleases are fairly

, S R T O A
preValeﬁt in Southeast New Mex1co, ‘are they ' not°

A

with the qeneral rules and regulatlons of tnls Commlssion as
|

s/ itiis m y understandlnq, they ‘are.

ve
Sﬁeili,?aé Qell‘as othér‘companles?
Correct.

Now; vcu testlFled that you were gen%r%lly familiar

dshlp on Skelly 011 Company°

3.
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they>pertain to both Northwest and to Southeast New Mexico.

Would you briefly, and I ask the Examiner to take administra-

tive notice of general Rule 15 for Northwestern New Mexico,

and ask Mr. Cox to please briefly describe the provisions
of that rule?
A Rule 15 pertains to the overproduction that can

occur in a’particular well. The Northwestern New mexico

“genéral rules anéd reqgulations, Rule 15, has five parts, a, b,

c, d and e.
ke Would you please explain, I believe it is "¢"

that pertains to our application?

T a Actually Rule, Northwestérn'ﬁew’Mexico Rule 15 a
and b --
0 I stand corrécted, would you please explain that

'part of those paraQraphs‘to the Examiner?

a There has been an amendmeht to the 6riginal rule --
original order under R 1670. This was amended by Otder R 24047
on Mafch 11th, 1963. The amendment, as I understand it,
provides for special aﬁthority to the Secretary-Director of
the Commission to grant production up to 500 MCF per month
of gas ‘for any shut-in well, provided further, that this well,
that any well produced in excess of the monthly rate of pro-
duction authorized by the Secretary-Director, shall he shut-in

until all overproduction is made up. This same comment is
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inserted :in“Rule! 15b, 'ﬁléo, fn R&lé f5 d, there is a comment
which relates back to 15 a‘aﬁd bg

Q‘ “What brought about p%at émendment to Rule 15 in
Northwest New Mexico bfiéf1y§ L .

A In Northwestern %engéxi;ovthere are leases,
particularly on Indiéﬁ 1and.§Wh£cﬁgérdvides for automatic

E

termlnatlon of a lease upon cessatlon of production. Con-

‘éé@ﬁently7~hh amendment prOVLﬁed rellef for those operators.

0 Was that rellef souqht and obtained throuah
Case Number R—24044§( }s thgt qurept?

A That's correct. o

MR. GRANT: I Qoulé ésé the Examiner to take
administrative notice of tﬁat éa%efand that record.

0 Would ybu‘brieélfy%eécéibe Rule 15 as it peftains
to Southeast New Mexico? - »

A Rule 15 for éoithéaétein’New Mexico is essentially
the same as Rule 15 for Norﬂunestérn New Mexico, with the
exception that the prov151on for fhe special granting of
up to 500 MCF of gas per ﬁonth 1sfnot included in the Sovth-
eastern New Mexico Rule 15. 3 |

Q And is it ohefof§tﬁé purposes of our application
to seek relief and seek an a&eﬁdmént to the rule that would
more equitably obtain togboté Southeast and Northwest New

Mexico, so that both areaSInight%be fairly and accurately
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treated the same?

: ; A This i's true.
: ‘ (Whereupon, Skelly's Exhibit
E‘ ‘ _Number 3 was marked for

E jdentification.)

% 0 I now hand you what has peen marked Exhibit Number

! . 3, and ask you if that was prepared under your supervision

and direction?

eXbléin to the Examiner what it contains?

b
@
@
: ? A Yes, it was.
=
; ié 0 Wwould you please jdentify the Exhibit and
t —_ ’ :
©
@
-

A EXhibit~3 is our proposed amendment to the genera

rules and regulations~governing southeastern New Mexico, Pro-

rated gas pools. 1In essence this rule is identical to that

s o et TN R e »
.

8 . . i in ti

. ; £5 rule in affect for Northwestern New Mexico. Here again the
i .00 -
: LR provision for the production up to 500 MCF per month of gas
: s ; :
f z7 . s R . . : .
¢ g is included, with the remalning portions of the rule being

as they stand at the present time.

MENTS, EXPERT TESTIMONY,DﬂILY'COPY,CONVENTIONS

1092 @ PHONE.243-669) @ A LBUGUERQH
EAST @ PHONE 256-1294 @ ALBUQUERQU

Q And this would only prevail when the applicant

showed thq~Secretaiy—Director_that a real need existed and

would not be obtained automatically but applications would

have to be made for this 500 MCF per month?

DEPOSITIONS, HEARINGS, STATE

A Yes, that is correct.

O would you state to the Examiner, then, the basis

1120 SIMMS BLOG, ® PO, BOX
1490 FIRST NATIONAL BANK

SPECIALIZING N1

upon which this‘application has been filed and the relief
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: , sought? -
i o / A It is our opinion that this amendmentAis ‘necessary
l to prevent waste and to protect correlative rights%aﬂd to ;
. ,% avoid undue hardship. on the operator. :
o £ ; : SR :
- p 4» Q po you have anything further you wish to offer
é  f- at this time?
% = A I might make 2 clariinn@isiateménﬁfthaﬁ it is
B ® E; interded that this amended rule will not afféct.anyjspecial f
; [ : ‘ ) f . : : Lo -
’ == S A : 1~ R ,
. : a> pool rules that are already_establlshed. é
s MR. GRANT: We offerxr Exhibits 1 through 3.
p ad : :
: MR, UT%Z: without shiection, Exblﬁits 1 through 3
; z . R ‘ . S o o S
: £ will be entered into the record of this case.
- w B i
‘}; ;' R i .G £ L
. 8 (Whereupoﬁ, §kélly's Exhibits
. X A 1 through 3 were admitted
; ;~§§ into evidence.)
e i 3 %:6) o 1 S :
r . Ty xS MR. GRANT: that is all of the%direbtftestimony
S . i 2 é% ’ : ; - : ;
L 5 == we have. 0o
: - 232 : B
i W :'gc% P :
e - & 5% CROSS EXAMINATION
» s a3 i
§ : £
| 3
i '
4

BY MR. UTZ:

0 Mr. Cox, as I understooa poréioﬁsfofiyour testim&n

SPECIALIZING INt DEPOSITIONS, MEARINGS,

a3 your request for this appears t0‘be;bw0ofoid. One from the
g8 : ) «

a -

« R -
éi danger,of causing a rework on & well due’ to exteénded ghut—-1n:
x v .
£ o : ;

&8 and due to losing, ©OT due to the possibiiity of losing, 3




[SN——

o,

leariley

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENRTIONS

1120 SIMMS BLDG. @ P.O. BOX 1092'e pHoNE.214'3&69.1,ovALBuQU_Lf;ou,E, Né;W MEVX[C,O'G‘?J 0.,
1400 FIRST NATIONAL BANK EAST @ PHONE 256.1294 @ ALBUQUERQUE; NEW MEXICO 87108

PAGE ]‘5

lease without production, is that true?

A» Yes, sir, primarily. The main point is to not
lose the lease due to t;he cessation of production. Iri‘our
particﬁiar case, és poin‘teid out,b thé well has been, our well
has been shut-in for a prolonged period and it does not ‘seem
to ha%@ suffered any particular damage due to its shut-in.
Howevér, timis ‘would not necessarily speak' for other reservoirs
ir the prorated: gas pool classification.

Q ' Now, on this particular lease that you used here,
irour State "G", do you have more than one producing zone--on
that lease? |

A _ Yes, sir, this is ‘z'= dual completion. The gas
zone 1is in: the Eumont gas pool. The”‘dual, the ’6il dual is in
the "Eunice 0il pool.

I might refer to Exhibit 1. In the earlier years,
from '54 up through 1960, the oil z§ne produced something in
the neighborhood of 100 to -200 barrels of oil per month.
Consequently, the shut-down period on the gas zone did not
place the lease in Jjeopardy for cessation of producticn in
that: we did have the oil production. However, in the recent
years the oil zone is beginniné to drop off in production
rather drastically. It may be noted‘ there are several points
wvhere only token amounts of oil production, which afe not

everi indicated on the curve, but are less than 10 barrels perxr




the plot dees not reflect Production . _howévér, theiwe}lﬂﬁfoff-.?i%w‘“

i i

duced 8 barrels of 0il ana, 3 barrels jp May ang 3 barieis:

; ‘( of 0il in June. During thisg Periog, why_théfeiwéé‘nb éaé
: Production,
; 0 And that is the only other pibdu?iion‘énithé ieabe;~
¢ = -is your completion of tﬁis‘dual?,
K et . . ‘ :
: = A Yes, S1r, that jig Correct, ;
: [ ] ) >
: = 0] Is it youg intention to use thisg rule, ifigranted,
5 = ' : Lo
Lo .
gg to prevent cancellation of a lease Or to prevent damage to
-
a well?
kY g
: = A To prevent cancellatjion of a lease
: > : E
’ % . : ,‘ . : y R T i
: e 0 In other words, if You hag ahyiothér?proéucﬁ19n1
: 2 o : ] ’ Lo E :
4 L* N 1
; 4% g8 on  any iease, You would make g request for this 50997 !
; I ge
, > 88
‘§-§§ A Yes, sir, that S correct
X = x H :
E w : . ) S Sk ¥
E ;g MR. urz. Any other‘questions of the?witne§8?
g8 ~ S
533 CROSS EXAMINATION
v © "\—\-‘--
33 '
g 23 BY MR. NUTTER:
E §:§ ; ; E
g 55 Q It wouldn'+ necessarily follow, would it, that
Z 33 ;
€ 2% , L L
g 23 an applicant woulg request 5002 your amendment woylg pro-
~ SN :
£ 52 ‘ '
§ Sx Vide that up to 50¢ could be authorized»?
e g3
° :g A Yes, Sir, that is Ccorrect,
x [ Y
o 3: _ t :
g 500 coulq be the allowable in Some of'these;
5 N H
w
S

-
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A Yes, sir, it could be, particularly during
'summer months vhen it takes a lot of oil.
MR. UTZ: Any oth&r questions?
MR, GRANT: Maybe I can either say this in the
form of a statement or ask the witnéss.

RE<DIRECT EXAMINATION

BY MR. GRANT:

Q Mr. Cox, to ;state the prirﬁaryéreason for the
ai)plication in a slightly different way than has béén stated,
would it be correct to say that the primaﬁy purp’oszekis to
avoid tlmdue hardship through anyoné of several p"o‘sifsfi;,b-le
w;ys? The hardest hardship, of course, is’to lose‘a lease.
Aﬁjéthef hardship wbuld be if expensive rew{?rk were;n‘ecessary
to put the well back on production and another hardéiuip

would be to the royalty owner and working,i‘lnterest owner

if part of the reserves were lost, if the lease -- if the

weil never came back f:he way it was before it was shut-in.
Buf as én overall explanation, it would be to avoid undue
hafdship, would that be a correct statement?
A Yes, this would be a correct statement.
MR, GRANT: That's all.
MR, UTZ: I don't have the rule book here but
theie is a rule in 1670 which states that you can make up

overprod\iction at a lesser rate after notice and hearing, and
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if it provides, or if it suspects that you will damagé the

well to the formation in any Way. That is already in the

rules. |
o MR. GRANT: Well, there is this one added feature
of leasc cancellation or termination, which is not previously
provided fof and since it is in Northwest New Mexico, it éeems
only fair and fitting that it should also apply to this.

“'MR. UTZ: Any other gquestions?  The witness may-
be‘e#cused, ~ |

(WitﬁeSs excused,)

MR. UTZ: Statements?

MR. THOMAS: Mr. Examiner, Mel E. Thomés Qifh‘
Amerada Petroleum Corporation. We would like to concur wgthl
Skelly in its request and ask the Commission'to grant this
amendment.

MR. UTZ: Any othér statgmenté?

KR. HATCH: The Commission has received‘cémmumica—
tion¢in favor of the‘request of Skelly from El Paso Natural
Gas, Mobile 0il Corporation, Sinclair 0il and Gas Company,
Phillips Petroleum éorporation and Pan-American Petroleum
Corporation. I want btQ fead those. They are all in fanr

of the request.

MR. UTZ: The Case will be taken under advisement.
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO)

I, JERRY POTTS, Notary Public, do hereby ceréify that
the forego:.ng and attached transcript of érCcaedings‘b‘éfo‘ré
the New Mexico Oil Conservation Comrhission Examiner at
Santa Fe, New Mexico, is a true and correct record to the best
of my knowledge, skill and ability.

In W:.tness whereof I have afflxed my hand and no*arlal

seal this LS S day of Jwe, 1967.

N e
Ay S ette
) lNotary Public

8

My Commission Expires:

July 10, 1870
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Case #3563
April 26, 1967

PROPOSED AMENDMENT TO 'GENERAL RULES AND REGULATIONS-

SOUTHEASTERN NEW MEXICO,"

RULE 15 (A). Overproduction: Any well which has an overproduced status
as of the end of a gas proration period shall carry such overproduction forward
{into the next gas proration period. Said overproduction shall be made up during
i the succeeding gas proration period. Any well which has not made up the over-
‘ production’ carried into a gas proration period by the end of said proration period
1 ‘ shall be shut in until such overproduction is made up. Provided, however, that
special’ authority to produce up to 500 MCF per month may be assigned any such
shut-in well upon proper showing to the Secretary-Director of the Commission that
i such authority is necessary to avoid undue hardship; provided further, that any -
i ; well produced in excess of the monthly rate of production authorized by the
Secretary-Direct;or shall be shut in until all overproduction is made up.

A A e

: RULE 15 (B) If, at any time, a well is overproduced an amount equalitg six

.- times its current monthly allowable, it shall be shut in during that month and
each succeeding wontti-until-the-well-is overproduced lees then six times {ts-

- cutrentémonthly allowable. Provided, however, that special authority to produce

L7 up to 500 MCF per month may be assigned any such shut-in well upon proper showing
s to the: Secretary-n1rector of the Commission that such authority is necessary to

o R avoid undue hardship, provided further, that any well produced in excess of the

1 monthly rate of production authorized by the Secretary—Director shall be shut in

1 . until all overproduction 18 made up..

; Pt P RULE 15. (c) ~Allowable assigned t6 a well during: any one month of a gas
T : proration period in excess of the production for the same month shall be applied

o against’ the overproduction carried into such period in determining the amount
of overproduction, if any, which has not been made up.

RULE 15 (D). The Commission may allow overproduction to be made up at a
lesser rate than permitted under Rule 15 (A) or 15 (B) upon a showlng at public
hearing that shut in under Rule 15 (A) or 15 (B) would result in material damage
to the well.

T TR R T,

= : RULE 15 (E). Any allowable accrued to a well at the end of a proration period
R ‘ due to the cancellation of underage and the redistribution thereof shall be applied
C aga:lnst the overproduction carried into said proration period.
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