CASE 3758: Application of WM. A,
AND EDWARD R. HUDSON FOR AN
EXCEPTION TO ORDER R-3221.
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BEFORL THF OIl CONSERVATION COMMISSION
" TH# STATE OF NEW MEXICO

' IN THE MATTER OF THE HEARING

| CALLED BY THE OIL CONSERVATION

| COMMISSION OF NEW MEXICO FOR

|THE PURPOSE OF CONSIDKRING:

‘! CASE No. 3758
Ordery No., R=3324

APPLICA?ION OF WILLIAM A, AND EDWARD R.
;HUDSO& FOR AN EXCEPTIOF TO ORDER NO,
(R=3221, ELDY COUNTY, NBW MBEXICO,

ORDER OF THE COMMISSION

BY THE MISSION:

i
s

1}

&
Eo Few Mexico, hereinafter refaerred to as tha “Counigsion.™
i

: NGW, on this_ 3lst day of May, 1968, the Counission, a

i L3 = : X
‘guorum being present, having considered the testimony presented

: This cause came on for hearing at 9 a.m. on May 15, 1968,
at Sznta Fe, Naew Mexico, before the 01l Conservation Commission

sand the exhibits received at =218 hearing, and being {fully advised

’in ths premises,

FIMDE 2

: {1}  7That dus public notice having bear given as rogulred
‘law, the Cownissicn hae jJurisdiction of thiz causa and thr rubj

“maiter thercof.

{2)  chet woo asplicaste, “i214aa S, oo «
Are L2 OWhaLs and opuratovs oi th

& RGO

Hudizon £ Hudsorn Gulf Pederal, and Hudson & Huvdoown .

“EY Lodswe located in Scebloas 28, 32, ano 33, sownehip 20
finuth, Ranve 30 Pasi, wiwrd, oz dersanos Yatoo-neyen divors
rool, Hddy County, low exloo,

(3} hat affactive Januvacy 1, 1969, Lrxder {3} o1 <o
gion Orday Vo, 33221, Aatoec lhy 1, 196
acraa encompasged oy Lea, Bddy, Chaves,
. New Mayico, the disposal, subject to minorx excoprionz, of
vatsr producsd in conjunctlion wivh theoe nroducition of il or

caz, oxr both, on (he purface 9Ff the ground, or in any plr,

67, mronibhits, in thns

G g Qe

and Hoorovelt COounirias,
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T CASE No. 3758
Order Yo. l=3424

: pond, lake, depresgion, draw, streambed, or Arroyo, or in any
watercourse, or in any other place or in any wmanner which will
constitute a hazard to any tresh water supplies and said
disposal has not previously been prohibited.

(4) That the applicants seek an exception to the provisions
of the aforegatld Order (3) to permit the continued surface dia~
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' pogal of produced water on 2aild lzames on or after January 1, 1964

i (5) ~Ynat substantial amounts of water are produced in
L conjunction with the production of ©il or gas, or both, from
the aforementioned leasas,

i in surface pits located oun sald icasss.

(7} Thalt several large surface pronds, or lakes, containing
| extremely high concentrations of chlorides exist in the immediate
!and mediate vicinity ot said disposal pits which ponde, or lakes,
are not subject to the provisgions of Crder o, R-3221.

I
|
;! (6) That said produced water is presantly being disposed of
i
|
|
i
i

{(8) That in relation to sald surface lakes, the subject
;gdisposal rits are swall in volume of watasr and the concentvations
;fof chilorides are inappreciable.

d
i {9) That the aforesaid disposal pits and surface lakes
i overlie the same general subsurface drainage system,

$

t

| {10) That the purpoee of Order ¥o. R-3221, to protect fregh
‘water supplies trom the hazarG posad by surface ¢iapogal of
 produced water, would not be advancad wy thne enforccaent or caill
‘order as to the aubject leases at this tinme,

{11} That approval of the subjact application 211l relieve
Sthe applicants Of unnecessary oLOEATLIL ONUSIEES, and Wit Gohus e
o an pyrevent wasto and protect covvelatlyae clghin.
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I CASE Fo. 3758
" Order No. R-3424

'
"
.
i

Sections 28, 27, and 33, Yuwnshdlp 2C tseuth, dange 30 dast, NMPM,
ﬁDos lermanos Yateg-Saven Rivers Fool, Lddy County, New laxico,
in pite located on 8aid leasex until further ordey of the

Comission.

i
g
|

§% (2) That the Commission may hy adminietrative order rescind
such authority whenaver it reasonably appcars ta tae Commission
“that such rescigsion would zervs o protoct fresin water supplies
from pollution,

3 {3} “hat juriudiction w: thiz cause in reteined for the
lentry of puch further orders ax the Commikgiin may deem necessary.
|

i

DONE at Santa ¥e, Maw Hexico, on the day and vear hereinabove
i deslonated.

ETATE OF NEW MEXI1ICO

L3I OOV FRVEJT/!,ON COMMLEE 0N

i
i A T R
i K K & /
! DRUID # cm{ao/, SLhasdrman

uam, z,emb —

A L. POQTR Jr., sSember & Sacretary
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United States Department of the Interior
GEOLOGICAL SURVEY o w -

- N

Drawer 1857 QE
Roswell, New Mexico 88201

July 27, 1971

Mrs. Ida Rodriguez

Secretary to Director

New Mexico 0il Conservation Commission
P.0., Box 2088

-Santa Fe, New Mexico 87501

Dear Ida:

The exhibits we borrowed on July 23 (No. 1 through No. 13, case 3758,
and No. 1 through No. 4, case 4182) are returned herewith. Thank you
for your cooperation in making these exhibits available to us.

Sincerely yours,

izl

CARL C. TRAYWICK
Acting 0il and Gas Supervisor

Atchs




LAND COMMISSIONER
GUYTON 8. HAYS
| MEMBER

GOVERNOR
DAVID F. CARGO
CHAIRMAN

Bizts of Nem Mexico

-

®il Qonservation Commission

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

P, 0. DOX 2080
SANTA FE

May 31, 1968

Mr. Jason Kellahin

xell.hin & Fox Re: Case No. 3758
Attorneys at Law _ Order No. p_3424
Post Office Box 1769 Applicant:

santa Fe, New Mexico

Wm. A. & Ed. Hudson

Dear Sir:

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

Very truly yours,

DA G |-

A. L. PORTER, Jr.
Secretary-Director

- = 2 .

ALP/ix
Carbon copy of drder also sent to:

Hobbs 0OCC X
Artesia occ X

Aztec OCC
Other Mr. John Anderson, U. S. Geclogical Survey, Roswell, New Mexico




Docket No. 14-68

COCKET: REGULAR HFEARING - WEDNESDAY - MAY 15, 1968

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL, STATE LAND OFFICE

BUILDING, SANTA FE, NEW MEXICOC

ALLOWABLE

CASE 3757s

CASE 3758:

CASE 3759:

(1) Consideration of the c¢il allowable for June, 1968;

(2) cConsideration of the allowable production of gas for
June, 1968, from thirteen prorated pools in Lea,
Eddy, and Roosevelt Counties, New Mexico; also presenta-
tion of purchaser ‘s nominaticns for said pools for the
six-month period beginning July, 1968; consideration of
the allowable production of gas from nine prorated pools
in San Juan, Rio Arriba and Sandoval Counties, New Mexico,
for June, 1968.

Application of Mobil 0il Corporation for an exception to
Order No. R~3221, Chaves County, New Mexico. Applicant, in
the above-styled cause, seeks an exception to Commission
Order No., R-3221, which order prohibits the disposal of water
produced in conjunction with the produstion of oil on the
surface of the ground in Lea, Eddy, Chaves and Roosevelt
Counties, New Mexico, after January 1, 1969. Said exception
would be for applicant‘s C, L., O‘Brien “C" lease in Section
1, Township 9 South, Range 28 East, Twin Lakes-Devonian Pool,
Chaves County, New Mexico, Applizant seeks auvthority to
continue to dispose of prcduced water in a surface pit on
said lease.

Application of Wilijam A, and Edward k. Hudson for an
exception to Order No. R-3221, Eddy County, New Mexico.
Applicants, in the above-styled cause, seek an exception

to Commission Order No. R-322)1, which prohibits the disposal
of water prcduced in conjunstion with production of ¢il on
the surface <f the ground in Tea, Eddy. Chaves, and Roosevelt
Counties, New Mexico, after January 1, 1269, Said exception
would be for applicants® Pederal, Guly ¥:deral, and Eddy State
"BD" leases in Sectionsg 28, 32, and 33, Township 20 South,
Range 30 East, Dos Hermanos Yates~-Seven Rivers Pool, Eddy
County,; New Mexi=o. Applicanits ssak authority to continue

to disposz of produced waigr in surface pits in sald leases.

Southeastern New Mexico nomenclature rase <alling for an
order for the sreaticn, abolishinent . -ontraction,. and exten-
sicn of ~ocbain poels in Chaves, Ie:. Eddy and Roogevelt
Count.ies, New Mexi..;




Docket No., 14-68

Reqular Hearing - May 15, 1968

(a) Create a new pool in Lea County, New Mexico, classified
as an ©0il pool for Strawn production and designated as the
South Crossroads-Strawn Pool. The discovery well is J. M.
Huber Corporation, Santa Fe "22" No. 1, located in Unit B
of Section 22, Township 10 South, Range 36 East, NMPM:; Said

pool should comprise the following-described area:

TOWNSHIP 10 SOUTH, RANGE 36 EAST, NMPM
SECTION 22: NE/4

(b) Create a new pool in Eddy County, New Mexico, classified
as an oil pool for Strawn production and designate? as the
Mesquite~Strawn Pool. The discovery well is Pennzoil Company,
Federal A No. 1, located in Unit D of Section 3, Township 18
South, Range 31 East, NMPM., Said pool should comprise the

following-described area:

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM
SECTION 3: NW/4 NW/4

(c) Create a new pool in Lea County, New Mexico, classified

as a gas pool for Wolfcamp production and designated as the
South Osudo-Wolfcamp Gas Pool. The discovery well is Amerada
Petroleum Corporation, State WE "R" No, 1, located in Unit

F of Section 15, Township 21 South, Range 35 East, NMPM.

Said pool should comprise the following-described area:

TOWNSHIP 21 SOUTH, RANGE 35 EAST, NMPM
SECTICN 15: NwW/4

(d) Abolish the Lane-FPennsylvanian Pool in Lea County, New
Mexico, described as:

TOWNSHLP § SOUTH, RANGFE 33 EAST, NMPM
SECTION 23: NE/4

SECTION 24: W/2

SECTION 25: W/2 and SE/4

SECTION 35: E/2

SECTTON 36: All

TOWNSHIP 9 SOUTH, RANGE 34 EAST, NMPM

SECTION 30: S/2
SECTICN 31: W/2
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(d _continued)

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM

SECTION 1l: All
SECTION 2: E/2 and SW/4
SECTION 12: N/2

TOWNSHIP 10 SOUTH, RANGE 34 EAST, NMPM
SECTION 6: W/2 and SE/4

(e) Contract the Inbe Permo-Pennsylvanian Pool in Lea County,
New Mexico, by deletion of the following-described area:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM
SECTION 3: SE/4
SECTION 10: E/2
SECTION 11l: All

(£f) Extend the Vada-Pennsylvanian Pool in Lea County, New
Mexico, to include therein:

TOWNSIIIP 9 SOUTH, RANGE 33 EAST, NMPM
SECTION 30: SW/4

TOWNSHIP 9 SOUTH, RANGE 34 EAST, NMPM
SECTION 9: SW/4

SECTION 15: NE/4

SECTION 29: NW/4 and S/2

SECTION 30: All

SECTION 31: N/2 and SE/4

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM

SECTION 1: NW/4 and 3/2
SECTION 2: All
SECTION 3: SE/4
SEC1'ION 10: All
SECTION 11: All

TOWNSHIP 10 SOUTH, RANGE 34 EAST, NMPM

SECTION 5: NW/4
SECTION 6: All

{g) Exterd the Bagley-Pennsylvanian Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 11 SOUTH, RANGE 33 EAST, NMPM
SECTION 363 SE/4
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(h) Extend the North Bagley-Lower Pennsylvanian Pool in
Lea County, New Mexico, to include therein:

TOWNSHIP 11 SQUTH, RANGE 33 EAST, NMPM
SECTION 17: NW/4
SECTION 18: NE/4
SECTION 20: NE/4

(i) Extend the Ncrth Bagley-Upper Pennsylvanian Pool in
Lea County, New Mexico, to include therein:

TOWNSHIP 11 SOUTH, RANGE 33 EAST, NMPM
SECTION 16: N/2

SECTION 17: N/2

SECTION 28: NW/4

SECTION 29: N/2

(j) Extend the Buffalo Valley-Pennsylvanian Gas Pool in
Chaves County, New Mexico, to include therein:

TOWNSHIP 14 SOUTH, RANGE 27 EAST, NMPM
SECTION 35: N/2

TOWNSHIP 15 SOUTH, RANGE 27 EAST, NMPM

SECTION 1: W/2
SECTION 2: S/2

(k) Extend the Cato-San Andres Pool in Chaves County,
New Mexico, to include therein:

TOWNSHIP 9 SOUTH, RANGE 30 EAST, NMPM
SECTION 5: E/2

(1) Extend the Chaveroo-San Andres Pool in Roosevelt
County, New Mexico, to include therein:

TOWNSHIP 7 SOUTH, RANGE 32 EAST, NMPM
SECTION 23: SE/4

(m) Extend the East EK-Queen Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 18 SOUTH, RANGE 34 EAST, NMPM
SECTION 22: NE/4




f2aular Hearing - May 15, 1968 Docket No. 14-68

(n) Extend the Inbe Permo-Pennsylvanian Pocol in Lea
County, New Mexico, to include therein:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM
SECTION 13: NW/4
 SECTION 24: - NE/4

(o) Extend the Littman-San Andres Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 21 SOUTH, RANGE 38 EAST, NMPM
SECTION 21: W/2

|

f ] (p) Extend the East Mason-Delaware Pool in Lea County,
; New Mexico, to include therein:

I

TOWNSHIP 26 SOUTH, RANGE 32 EAST, NMPM
SECTION 20: SWwW/4

(g Extend the Scharbk-Bone Springs Poel in Lea County,

New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 34 EAST, NMPM
| SECTION 1: §S/2

SECTION 1l1: SE/4
SECTION 12: All

{r) Extend the Simanola-Pennsylvanian Pool in Lea County,
New Mexico, to include therein:

TOWNSHIP 10 SOUTH, RANGE 34 EAST, NMPM
SECTION 17: NE/4

(s) Extend the North Vacuum-Abo Pocl in Lea County, New

Mexico, to include therein:

i
| TOWNSHIP 17, SOUTH, RANGE 34 EAST, NMPM
SECTION 13: SE/4

(t) Extend the Vacuum-Middle Pennsylvanian Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
SECTION 13: SE/4

{u) Extend the Vacuum-Upper Pennsyivanian Pcol in Lea
County, New Mexico, to include therein:
TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
SECTION 14: SE/4
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(v) Extend the

New Mexico,

1968 Docket No. . 14-68

Warren-Drinkard pool in Lea County,
to include thgrein:

TOWNSHIP 20 SOUTH RANGE 38 EAST NMPM

SECTION 35: NE/4




KELLANIN AND FOX
ATTORNEYS AT LAW

542 EAST SAN FRANCISCO STREET
JASON W. KELLAHIN POST OFFICE BOX 1769

ROBERY E, FOX SANTA FE,NEW MEXICO 87501

TeELEPHONE 982-43I5
AREA CODE 505

April 10, 1968

New Mexico 011 Conservatlon Commission
P. 0. Box 2088
Santa Fe, New Mexice

Gentlemen:

Enclosed 1s the application of William A, and
Edward R. Hudson for an exception to the pro-
visions of New Mexico 0il Conservation Commis-
sion Order No. R-3221,.

It 1s requested that this case be set before the
Commission's examiner, or at the May statewide
Commission hearing.

Yours very truly,

. NMellod.,

ason W. Kellahin

JWK:ss
Encl.

% her 11 Pulol0

-

DOCKET mautep
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BEFORE THIE

OIL CONSERVATION

APPLICATION OF WILLIAI A.

COMIMISSION OF

AND

EDWARD R. HUDSON FOR APPROV2L

NEW MEXICO

OF AN EXCEPTION TO THE PROVI-

SIONS OF ORDER R-3221, DOS

HERMANOS POOL, EDDY COUNTY, {
NEW MEXICO

)

—
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Comes now WILLIAM A. and EDVARD R. HUDSON and apply to

the 0il Conservation Commission of New liexico, or an excep-

tion to the provisions of Order No. R-3221, to permit contin--
ued use of unlined surface pits for the disposal of produced
waters in the Dos Hermanos Pool, #ddy County, New HMexico, and
in support thereof would show the Commission:

Applicants are the operators of lezases designated as the
Federal, the Guli Federal and BEddy Ziate "8D" leases, located
in Sections 28, 32 and 33, in Township 20 South, Range 30
East, Eddy County, New lexico, 211 as more particularly shown
on plat attached to this application and made a part hereoil.

The applicents' leases are presently producin. 81 barrels

of oil, plus 6,428 barrels ol water per day, or in excess oif

O

8 perxcent (S3%) water. Future liife of the leases is estimated
not to excced IZive vears.

Cost for instellin: wealter disposal Jacilities would be
prohibitive, cannot be economically justisled ana the leases
wuld have to He ahandoned 1 an oxcepnivion is noit ranted.

At the present time léorje volumes o8 neavily concentrated
salt water is being disvosed ol into suriace depression:

gporoxinately one-hnel s mile cast oi the Dos Hermanos Pool,

and other surface disposgal is heiny carried on on an extensive
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scale in other portions o, the Lownmship. Continued use OF
surface pits by applicants would not auywenit any problem that
may exist on account of surface disposal, and the elimination
of surface disposal on applicants’® leases would not put an
end to salt water seepage in the area, ii such seepage is in
fact occurring.

Approval oif this application will make possible the
recovery of an additional 107,800 barrels of oil from the Dos
Hermanos Pool before abandonment, resulting in the prevention
of waste and the production of oil that would not otherwise
be recovered.

WHEREFORE, applicants pray that this application be
set for hearing before the Commission or the Commission's
duly appointed examiner, and that after notice and hearing
as redquired by law, an exception to the provisions of Order
No. R-3221, be granted.

Respectfully submitted,

WILLIAM A. and EDWARD R. HUDSON

sy oo W Hatladi

KEDRJEIN & FOX
Post OfIice Box 1769
Santa ¥e, New iexlco

ATTORNZYS FFOR 2APPLICANTS
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] BEFORE THE
5 OIL CONSERVATION COMMISSION
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s 3 May 15, 1968
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MR, PORTER: We will take up Case 3758.
MR, HATCH: Application of William A, and Edward
R. Hudson for an exception to Order No. R-3221, Eddy County,

New Mexico.

1
'
§
]
i
4
b

MR. KELLAHIN: If the Commission please, Jason
Kellahin, Kellahin and Fox, Santa Fe, appearing for the
applicant. I have one witness I would like to have sworn,
please,
MR. PORTER: Before we have the witness sworn,
are there any other appearances in this case? Does anyone
desire to present testimony in the case? You may proceed
to swear the witness,
(Witness sworn,)
MR. KELLAHIN: We have one large exhibit I would
like to put up on the board.
(Whereupon, Applicant's
Exhibits 1 throuch 13 were
marked for identification.)

RALPH L. GRAY

called as a witness, having been first duly sworn, was examined
and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Will vou state your name, please?

BB ‘ 8888
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3 Raiph L, sray

2 Mr. ‘Gray, what bSusiness 1ire vou angaged in?
A Consulting 2nagineering.

Q Where are you located?

A Artesia, Nlew Mexico.

)

In connection with wour work as a consulting
angineer, have vou done anvy work for William A, and Bdward
R. Hudson in connection witnh Case 375832

A Yas, s3irc.

Q Have vou testified hefore the Cil Conservation
Commigsion as a vetroleum engineer and made vour qualifications
a matter of record?

A Yes, sir.

MR. RELLAHIN: Are the witness' qualitications
acceptable?
MR. PORTER: Yes, they are.

o (Rv Mr, Xellahin) Mr. Grav, briefly, what isg
proposed by William A. and BEdward R, Hudson in Case 37587

A The applicant has made application for an
exception to Order Number R--3221 30 as to permtt the applicant
to continue to dispose of vroduced waters into unlined surtace
pits on his leases in the Dos Hermanos fool,

Q How many wells are there located on that lease, or
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Q Now, referring to what has Teen marked as Ixnhibi%

No. 1, would veou identify that exnibik, 2lzase?

X Ixhi2in Jo, L i3 3 man ~f zhe Tos Jermanes 2ocl

an
showing zhe ‘2ases md wells, This map 21390 shcows IZhe T7oe

it
¥
bv
1]
i~
L]
I
1
(]

af stracture, wish contours Teing shown on koo o
Sormation.,

2 ¥har s zhe siqnificance <f the ar=a that's outllae

2 3
i vellow on =hat axhi>ie?

R Te 3-zas ~utliined ix wvellow ars laases which are
wned v §illiam A, and 3dwazd . Fudson.

: VNow, 7T2f2rsing £2 vhas 1as een narkxad s Irinis
¥Yo. 2, wvould reu sxplain =hat axhixiz?

1 ITxhiniz Yo, I sheows vell danz Iop 3Ll 2 the wells
ynih T2 rees3atad v 2te Judsons,  This zabla shows That
test 2L mhe vell: vesz somelatad Iaztag D133 3l theuan Tw
vall3s varz omplatad Ly LIS oand tne e ¥ romolzrad Lo
R

MR, TORTER: Az, ITyr . 311 ULy Tl WCw o T

e toliad Toagt e v ad oTan w23 23 omex of oosae tEmmpe Tisl LT
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THE WITNESS: Yes,

MR, PORT®R: So actuallv, thev have nine wells
oroducing?

THE NITNESS: Verv recentlvy we temporarilvy abandoned
the Eddy State "“B" No, 1 well,

MR, PORTER: So we have nine vroducing wells?

THE WITNESS: Nine oroducing wells,

Q (8v Mr. Xellahin) What was the reason for
abandoning that well, Xr, Gray?

A Nell, an economical reason, essentially. Also, this
well had som: large equipment which we wanted to use at some
other location. Exhibit No. 2 also shows the total depth of
these wells, and vou will note that the deoth of these wells
range from approXximatelwv sixieen te seventeea hrundred feet.
They're relativelv shallow wells, Also, information on casing
and casing depth and sacks of cement are shown on Exhibit No., 2

N Now . referring to what has been marked as 5xhidit No,

3, will vou identifv that exhibit?

U

A3 1€ 1 held zhia

-t

v

A I think I car best ain

T

{

exnidbit uE on the dcard Neve and explain a Tew varts oL oL

a little mo-=2 ¢leoarvrliv,

.
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in the area.

I think it's maybe significant that there's a

prominent shale member at a depth of approximately 150 to

160 feet.

I believe on most of your exhibits this shale

member will be indicated by green coloring here. Usually a

shale member as prcminent as that is a permeability barrier

and we can't definitely state, of course, that this is the

case in this area, but many times a shale member like that

will prevent any movement of fluid up or down through it.

Usually they are permeability barriers.

There is a shallow fresh water zone in the area.

It

isn't the quality of water that is suitable for domestic use,

but it is being used for watering cattle, and this shallow

fresh water is encountered, oh, usually they get a show

beginning at about 250 feet, and this extends on down to

approximately 400 feet. Most of the better parts of this

water sand are encountered at depths between three and four

hundred feet from the surface,

which in
salt was
found at
feet and

coloring

Exhibit 3 shows the top of the salt formation,

this well was encountered
encountered at 1262 faoot,

1493 feet., This well has

at 513 feet; the base of
the kop of th

~
~

a total depth of 1710

the pay interval is indicated on this log by the red

at the very bottom part of the hole.
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Mr. PORTER: What do vou have, about fifteen feet
of pay there, Mr, Gray? |
THE WITNESS: Well, we really don't know, because
these wells were drilled in with cable tools and usually
they just barely penetrated the o0il pay and they were wanting
to stay as far away from water as possible, and usually they
did not drill through the pay. So, actually we don't know
how thick that thing is,
Q {(By Mr., Kellahin) Then any fresh water in the area
{s located below the shale member, is that correct, Mr, Gray?
A Yes, If you want to call it fresh water. It
hardly would qualify as what we normally speak of as fresh
water., The shallow water that we are referring to does occur

helow the shale member.,

o The water is not fit for human consumption?

A That is correct.

Q Only fit for use by livestock?

A Yes,

Q Whzat is the ogeneral nature of thics resgervoir, ¥Kr,
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Q You will have an exhiblt latei L0 slidw uiiat, i3
that right?

A Yes.

Q Now, referring to what has been marked as Exhibit
No. 4, would you identify that exhibit, please?

A Exhibit No. 4 shows monthly o0il production for the
three Hudson leases for 1965, 1966 and 1967. It will be
noted that oil production is declining, and Exhibit No., 4
shows that during 1965, 33,192 barrels of oil were produced;
1966, 29,447 barrels of oil were produced; and in 1967, this

figure had declined to 27,585 barrels of oil.

o ‘ Q In the meanwhile did the production of water increase?
SPINTLRS
_ A Yes.
Q Referring to what has been marked as Exhibit No. 5,

would you identify that exhibit?

A Exhihit+ No

for the three leases operated by the Hudsons, as reported to

L2

1 A - A &
Ciic “oa

A B oy -~
Lawc o was

2]

shown on this report, shows that a cumulative water
production of approximately six million barrels have been
produced up through March of 1968, However, I would iike to

state that these figures, of course, are not accurate figures,

that it is gquite common practice in the o0il industry to not

EEBEERENNEEEEEEEEAN




spend a great deal of money or a great deal of time in
determining accurate water figures. That's quite common with
all of the companies, and as a general rule, these figures are
very conservative.

Now, we don't intentionally try to mislead anyone

on submitting this information. 1It's just a case of where

2 X K3 K

Poaes i we don't actually know ourselves a lot of the time just what

b bsdon quantities of water are being produced.

-

Q wWhat information are these figures based on
generally, Mr. Gray?
l axIp il A Well, generally they're based on whatever testing
facilities that are available at the time on the lease, and

quite often the method used in determining this is based on a

very short testing period, and usually the water is, or a

- bluow

well is tested into a tank and the water is drained off and
then the pumper makes a determination by the amount of water
that has been drained off and the amount of oil that's left
in the tank,

However, there are some shortcomings to this method.
In the case of a property of this nature it takes a very Jlong
time in some instances to drain off quantities of water,
especially if we try to get a longer period in the test, and

usually the pumper has a lot of other things to do, he's

mmxuasRREREREN




[
H d
Pt

[

DO

k
i
¢

YRV
| .
!
L - (o
f*ah o
F'jnsup
e S FE £
b
TEnea
otfcn
L Rl LY ‘11.!1’
r s ] l”‘
x Pios:
nadit
Y jf».’l_x

mmmueeeEEERERERERELEdA

10

supposed to be different places, and it's quite common for
pumpers to be a little careless in the way that they make these
tests,

One thing I would like to point out is that one
error that they quite commonly make is that just as soon as
the first appearance of oil is found in draining the tank
down, well, then they shut the tank off and they record the
water production as being that that has been drained off down
to this top of the valve. The error in that is that some of
this o0il will start coning up from a higher level, actually,
and will find its way into the water stream, i might
illustrate that a little more graphically here. I will draw a
rougch outline of a tank and show a pipe connection coming cut
of the bottom, close to the bottom with a valve on it and,
of course, when the pumper starts his test, well, the fluid
level in the tank may be in the upper portion and then the
pumper draws this fluid down; before the level of the oil
actually reaches the top of the drainoff point, due to the
flow of this volume of fluid out of the pipe, the o0il will have
a tendency to cone into the drainage nipple here and the
punmper will shut the thing off at that point. Well, he's
calling everything water from the top part of this pipe down

to the bottom of the tank, and everything above, oil., Well,
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you can see the error, because as s0oon as he shuts that valve
off, well, the o0il level is up above that at some point and
the additional water in there which he {s calling oil is
actually water; so, that's one reason why most of our
measurements are on the conservative side.

Then, in addition to that, quite often there wil)}
be some water held up in suspension with the oil up in here,
which wouldn't be settled out, so there again, that will
cause some inaccuracy of the actual measurement of the thing,
I just want to explain that point hecause aomeone who ian't
too familiar with lease operation might get the idea that wae're
purposely filing wrong information on awattey production and that
isn't the case at all. 1It's usually a case of where in the
past it hasn't raally heen nacessary to detarmina these watar
volumes accurately and we know that the volumes haven't heen
accurate,

Enother thing that can cauge inaccuracies js that
we may run a series of tests, say, in lehruary, and we may not
run these tests again, =say, for sanother year. W%ell, in the
meantime the water production {8 {ncrecasing and 30 all of the
time that the water production is increading, well, ve're nnt
aware of this in our reporc figures; and 5 third facior is

that gometimern we may install larger pompdng equiqanent §n oraeay




want to point out these reasons for these conservative
fiqures which we report.

Q In order to get a more accurate report, have you
recently made tests, Mr. Gray?

A Yes, sir. We were faced with having to comply with
this "no pit order", and the first thing that we did was to
make some calculations on what it would cost to install
pumping equipment and to actually dispose of this water; so,
in order to know how to size our pumps, well, it was necessary
that we have accurate water figures, and during the month of
February 1968 we rented a 500-barrel tank and made tests of
each well in a manner just as accurately as we could.

0 Now, referring to what has been marked as Exhibit
No, 6, would you identify that exhibit?

A Exhibit No. 6 is a table showing the results of
these individual well tests which were made during the month
of February 1968. You will note that oil producticn varied
between two and a half and 25 barrels of oil per day and the
water figures varied between 224 and 1105 barrels per day.

The total oil recovered ~-

1z |
to get more oil out of the well and, of course, when we do
that, well, we do recover more fluid from the well, and that,
again, makes our water figures too conservative. So I just

s rEEEERERERBREERS
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t oo o MR, PORTER: I believe that's 151 to 1105,
LA THE WITNESS: Excuse me, Mr, Porter, you are right,
fzias. I overlooked that. The low figure should be 151 barrels per
F s day.
}1up 3 MR, PORTER: Right.
L A Yes, sir. The total figures amount to 81 barrels of
F~*Qﬁnt oil and 6,428 barrels of water per day. The last column on
t e Exhibit No. 6 shows the percentage of water produced by each

well and you will note that these figures vary from a low of
37.4 to a high of 99.5 percent water. The over-all average
for the properties is 98,75 percent water,

MR. PORTER: 1In other words, you have to pumg some
of these wells here, this Eddy State "BD" Neo. 2, for instance,
you have to produce a hundred barrels of fluid to get a half
barrel of o0il?

THE WITNESS: Yes, sir.

N N 0 (By Mr. Kellahin) 1Is that a marginal operation,

| then, Mr, Cray?
SETES A Yes, this property has reached an advanced stage of
‘- completion.

MR. HAYS: How much longer do you think this will
continue?

THE WITNESS: Well, if we can continue with our

REEEENEREERR
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present operation and continue disposing of our prcduced
water as we do now, we feel that we have four to five years
of profitable operation left.

Q (By Mr. Kellahin) Have you had an examination made
of the produced water to determine its quality, Mr. Gray?

A Yes, sir.

o] Referring to what has been marked as Exhibit No. 7,
would you identify that exhibit?

A Exhibit No, 7 is a water analysis showing the
analysis that was made on a sample of water from the Hudson
Federal lease at the tank battery. I won't go over all of
these figures. The most significant figure on this analysis,
I think, is the chloride content, and this analysis shows
chloride content of 18,150 milligrams per liter,

Q Now, referring to what has been marked as Exhibit
No. 8, would you identify that exhibit?

A Mr. Kellahin, may I make one more additional
statement in regard to Exhibit No., 7?

Q Sure,

A We have investigated some experiments that have been
conducted by various agencies, and one example, we would refer
you to a publication which hasg been prepared by the United

States Geological Survey in cooperation with the New Mexico
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This bulletin is entitled

Department of Public Health,
"Proposed Water Quality Standards for the Pecos River in

New Mexico". It was prepared by John W, Hernandez. This
publication summarizes the quality of water data at selected
sampling s‘ations on the Pecos River, There's one reference
I would like to make for the record. I don't see any page
numbers in this publication, but there is a table which is
shown as "Frequency of Occurrence of Selected Chemical
Constituents in Properties at Water Quality Stations in the
Pecos River Basin, 1960 to 1965, Water Years". This table
shows chloride content in parts per million.

There's one water station here which they designate
as Pierce Canyon Crossing, in which they show that samples
containing as high as 15,500 parts per million of chloride
were found,

Q As compared to the 18,550 on your produced water?
A Yes.

MR. PORTER: That's in the Pecos River?

THE WITNESS: Pecos River, ves,

MR. PORTER: The figure was above 15,2007

THE WITNESS: 15,500, That's a maximum. That
isn't an average figure.

MR. PORTER: Yes, sir.
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A Then in Red Bluff Reservoir, well, some of their

,,,,,

measurements were as high as 16,600 parts per million chloride,

s0, again, I repeat, that these aren't average values at all

44448

but it does show that values as high as that have been found.

-~ -

So thie water isn't really too different --

ARG

MR. PORTER: Mr,., Gray, does that study indicate at

T p——

aoywd L

what depth those samples were taken?

e

THE WITNESS: No, sir, not as far as I know. I am

o i

——rw

not certain what their sampling point was. It’'s possible

B <A LA N

that the bulletin states that, I have not gone through the

" TeleRal

bulletin in that much detail.
MR, HAYS: They are from the wells?

MR. PORTER: From the Pecos River, and at Red Bluff.

2

THE WITNESS: Out of the Pecos River,

LEL G
B Q (By Mr. Kellahin) Does that complete your summary?
g A Yes.
Q Now, referring to what has been marked as Exhibit

No. 8, would you identify that exhibit, please?
A I have an enlarged map of Exhibit No. 8 which we

have on the board here and I will refer to this rather than

the small maps that you have, The Dos Hermanos Pools in

which the Hudsons have these properties is shown in the

I I. ‘ .\ l .
- s - B .. B -~ a

~e

southern part of the map in part of Section 28, and mostly in




:
.
|

i

i

]
)
L}
_
_
]
-
]
m
o

17

Section 33, This is in Township 20 Soutih and Range 30 East.

Also there are two wells located in the eastern
portion of Section 32, This map was prepared for the Hudsons
by John West Engineering Company of Hobbs. Mr. West surveyed
in the open pits on the Hudson leases and these are indicated
by the square or rectangular markings or symbols on the map.

You will note that in some cases there is more
than one pit. For example, in the Northwest Quarter of Section
33 there are two water pits there. The reason for that is
that from time to time these pits will fill up and quit
taking water and we have found it necessary over a period of
years in some cases to go out and construct another pit
nearby and convert it for water disposal --

MR, PORTER: Does salt crystallize in the bottom of
the pits?

THE WITNESS: I don't know what happens, Mr. Porter.
They do quit taking water over a period of time, and I can't
say, really.

A Then the Duval Sulphur and Potash Company has a
potash mine working .. ... is shown on this map in the extreme
northeastein part of Section 35. Their mill tailings go over
a stockpile which ic indicated on the map in the North Half of

Section 35, and in this area there's a large stockpile of
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material which has been built up over the vears containing
various tvpes of clays and silt material, along with sait,
These heavier constituents drop out on this pile and then the
salt water continues on in an easterly direction and finally
collects in a natural surface depression, which is located

in the northern part of Section 34 and in the southern part

of Section 27, and this is indicated on our map by these green
crosshatched colorings,

This pond presentlv has two eartien dams which have

been constructed, one in the northern portion and one over

on the west side here, which served to contain these waters.
It's my understanding that at the present time Duval is
dumping approximately 24,000 barrles of salt water into this
lake per day.

I would like to also point out the location of the

Barber Pool which is mostly in Section 20. This pool was
discovered much earlier than the Dos Hermanos Pool. It was
discovered in 1937 so it has been producing over a substantially
iarger pericd of +time and this pool also produces from this
reef formation and has a natural water drive. It also has

produced large amounts of water,

Then the PCA Pool is located principally in Section

15, It also is a reef-type pool with a natural water drive,
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and produces water.

MR, PORTER: Does it produce water on pretty much
the same order that the Dos Hermanos cr Barber or are you
familiar with that?

THE WITNESS: Mr., Porter, I have not made a study of
production in the PCA Pool. I know from the records that it
is a reef-type pool and produces water. Other than that, I
don't have any information on it.

MR. PORTER: That would be reflected in the Commisaion
records, I suppose.

THE WITNESS: Yes,

A The last item which I would like to call to your
attention on the map is the workings of the Potash Company
of America, which is located in Section 4 of this township.
In the case of the Duval tailings pond, we had the surveyor to
survey in this body of water here so that we could get a
fairly accurate determination of its extent, which roughly is
approximately 80 acres in size.
hic case of the PCA malt water ponds, which we
indicate on the map by the green crosshatching, we have not
made a survey of those ponda, The map states that thisg is thae
approximate lncation of these ponds., They're based on a vary

rough visual determination of three salt water ponds which
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exist in ithat asca. We 4An not claim that these are the actual
outlines of those lakes, but this being further away from our
operation, we just merely want to call attention to the fact
that it is there and that the water is also being put into

the ground in this area, and other than that we don't have
specific figures on the size or the area of these things.

Q What is the distance of the Duval salt water pond

A The Duval salt water pond is approximately one-half
mile east of the oil properties.

Q Would it be less than a mile from your closest pit,
disposal pit?

A Yes., The closest Hudson pit would be in the
Northwest Quarter of the Southeast Quarter of Section 33, and
this would be approximately one mile,

Now, there is one other feature that we would call
your attention to, there is a shallow water well which is
being used by the rancher to water cattle with in this area
and this water well is shown on the map; it's located in the
Northeast Quarter of the Southeast Quarter of Section 33. It
is still in use and being used to water cattle,

MR. PORTER: You don't know what the chemical

analysis of the water is, what the chloride content is?
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THE WITNESS: No, sir, we didn't get a sample for

PooE T Suo

analysis simply because to us the fact that it is being used
} LEaqe for watering cattle is a significant thing.

I3 MR. PORTER: But as far as you know, it is not being

used for human consumption?

S LDHaR

THE WITNESS: No. It is far from the quality that

L\g a5z
:

can be used for human consumption. Back in 1955 when the
Hudsons drilled this field they located a pumper on one of
these leases, they put a trailer out there and he was never
able to use this shallow water even from the start for

domestic use, He has always had to haul that water.

I 2092IhH MR, PORTER: That's prior to the disposal of any
A salt water in the pool?
Foyewrdd 2o THE WITNESS: Yes.
S X o Q (By Mr. Kellahin) 1Is there any possibility of water

flowing over this stockpile and leaking further salt down
Eors wow into the disposal pit?
Y B A Well, I am sure that every time it rains, well, some
of that rain will dissolve some of that salt from the
stockpile.

Q Does the water that is being disposed of by Duval

Potash Company go directly across this stockpile?

A Yes, sir,

'S S S S B E N B EREREESEEEENK.
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Q It jusi flows right across it, is that right?
A Yes, oir
Q So, if there is any rain, that would just be

additional water going across the same place, is this the way
it would work?

A Yes .

Q Have you had an analysis made of the water being
disposed of by Duval?

A Yes,

Q Referring to what has been marked Exhibit 9, would
you identify that Exhibit 9, please?

A Exhibit Ne. 9 shows an analysis of a sample of water
which was taken from the Duval Disposal Pond, and here again
we will only refer you to the chloridé content. This analysis
shows the chloride content of 197,000 milligrams per liter,
which is more than ten times the salt content of the produced
water on the Hudson lease.

Q Do you know how long Duval has been disposing of
waiter in that pit?

A No, I don't,

0 It has been a number of years, has it not?
A Yes. It's been a number of years, but I canft say

how long, I think it's interesting in that if we consider
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ihe fact that bDuval is putting approximately four times the
volume of water into their pit as the Hudsons are into their
leases, and the water has ten times as much, or over ten

times as much salt content, you can readily see that there is

‘4

over forty times as much salt being put into that little pond
than the Hudsons are putting into the ground on all of their
leases.

Q Do you know of the approximate surface acreage of
the Duval pond?

A Well, the Exhibit No. 8 shows the approximate

T

IOV

outline of this pond.

Q It would be roughly 80 acres or more?
;;;; A Roughly, ves,

Q Now, referring to what has been marked as Exhibit
No. 10, would you identify that exhibit, please?

A Well, Exhibit No. 10 is a photograph which I took

standing on the western edge of the Duval Salt Water Pond and

looking in an easterly direction. This photograph shows the

mine workings in the background and this just shows one little

edge of this salt water pond.

0 That doesn't show the pond as a whole, does it?
: . No, sir,
’ 0 In the photograph there appears to be a light

. N Al
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colored arce o the rear ir +the right side of the picture,

2. Well, #he verv light portior ir that photograph
in the genera) arez that vou referrec to is this tailings
dumy +hat we show on the mar as & stochkpile,

. Ir. response <o @ qguestion by Mr, Havs, Mr, Grav,
vovr statecd that 1Ff vou couvlcd continue tC operate ar vou are
presentiv operatinc and disposine of water on the surface,
vor'd have & remaininc 2ife of about four vears in the Dos

Hermanos Pool?

-~y

Four tc five vears.,

o Te the pool, in vour opinion, subsrantiellv depleted?

£ Yes, gir.
T Have vou made ¢ s<udy of +the economics of continued

oparatior nf this porl under different conditions?

havs,
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e Woulcd wouv refer 4o whai has beer marked as Exhibit
No, 23, nlease, and discust +hat exhipis?
H Uxtiibhits Mo, 2! o oar ertimated realizatior

- V-2

schedu:z of +he Hudsor nteraccr hased or +he cond +ions <neas

onperations vl ooritinue under wnz pragord coudo Slons | The
Foret o oolumr fthieer we shou Lo Zin egtlingted annuda.  OXoss ol
nrogauotmMm aNC UL LI note Shad she ndel Tooaqure Toy o
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estimated five years of future life is 107,800 barrels of
0il, so by continuing to operate this property for five more
years, we should recover 107,800 barrels cf oil, or
approximately that much.

The second column shows the Hudson grose income by
years., The next column shows the direct charges, or what we
commonly refer to as lifting costs, and these fiqures are
based on the companv's actual direct charges incurred during
the year of 1967. It does not include uny figures for

depreciation.

0 You mean 1972, don't you?

A Pardon?

0 You say your direct charges into 19722 Did you say
'67?

A I said that our direct charges were based upon the

actual lifting cost figures that were actually incurred
during the year 1967,

Q The next column on taxes,

A The next column shows the estimated taxes that will
be paid. The next column shows the estimated operating and
administrative overhead charges, which again are taken from
the 1967 records; and, then, the total expense is shown in

the next column for each year. The last column shows the
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application result in tie Iailurc tc produce oil that would

otherwise be produced?
A Yes, sir. We think we can get a little over a

hundred thousand more barrels of oil,which in view of the oil

becoming more scarce and harder to find, we consider that
that's a worthwhile goal to produce that much more oil.

Q You are familiar with the provisions of the
Commission's order prohibiting surface disposal of produced
water, Is it your position, Mr, Gray, that because Duval
Potash is disposing of water on the surface you should be
permitted to do so, is that the reason for your exhibit?

A No, not in that light really, because somebody does
something, somebodv else shouldn't neceséarily be allowed to
do the same tring. The voint is that even though we should
abandon all of these leases and discontinue disoosing of
this produced water, that isn't aqoing to put an end to salt
being continued to be disposed of in the area. The votash
comnanies are still going to dispose of it, as far as we
know, so vou are reallv not eliminating anyv polution bv
shutting this little vortion of the thing down.

Q Now, referring again to the well located in the
Northeast, Southeast Quarter of Section 33, does that

indicate that in svite of the surface disvosal of procduced
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water and the Duval water also, there has still been no
contamination, in vour opinion?

A Well, I would almost have to come to the conclusion
that in view of the millions and millions of barrels of salt
water that have been put into the ground on the Hudson
leases, and‘in the Duval pond, that after all these years if
there's no visible evidence of polution by this time, I
frankly seriouslv doubt if there will ever be any, because you
can do some rough calculating and see that since the potash
people are putting forty times as much salt as we are into
the ground, I can see that mavybe our cumulative water figure,
instead of being what the records show, is more probably in
the nature possibly of fifteen million barrels of water; so
when vou consider all of these factors, well, it locks to me
like that there's a verv good chance that this shale member is
perhaps a barrier and maybe we will never get any contamination.
I can't say definitelv, but certainly by this time it looks
like we would have had some indication that contamination is
occurrang,

Q Mr. Crav, were Ixhibits 1 through 12 prepared by you
or under your supervision?

A Yes, sir.

MR, KELLAHIN: At this time I would like to offer
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in evidence Exhibits 1 through 12.
MR. PORTER: If there are no objections, the

exhibits will be admitted.

(Whereupon, Exhibits 1 through 12
were offered and admitted in
evidence.)
Q (By Mr, Xellahin) Do you have anything further to
add to your testimony?
A No, sir,
Q One further question, are the Hudson leases federal,
state or fee, do you know?
A The Hudsons have one state lease, the Eddy State
"BD" lease, and then two leases which are federal, the
Federal lease, and the Gulf Federal lease.
Q And no fee land involved here, is that right?
A That's correct.
MR, PORTER: How manv wells are producing on state
lease, Mr. Gray, at this time?
THE WITNESS: One well.
MR, PORTER: Do you have a disposal pit on state
land there?
THE WITNESS: Yes, sir.
MR. PORTER: Arnd the other disposal pits are

located on federal land?

T T T T T
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THE WITNESS: Yes, sir.

MR. KELLAHIN: If the Commission please, that
completes our direct testimony in this case. I would like
also to offer in evidence our Exhibit No, 13, which is an
abstracter's certificate to show that all of Section 27, 34
and 35, which include the area of the Duvailsalt water pond
and the salt stockpile are actually federal lands.

MR. PORTER: Any objection to the admission of this
letter? It will be entered as Exhibit 13,

(Whereupon, Exhibit 13 was
offered and admitted
in evidence.)

CROSS EXAMINATION

BY MR, PORTER:

Q Mr., Gray, I wanted to review a little bit of your
testimony that I missed at the outset. Did you testify as to
the depth from which this stock well is producing from, this
water, I mean the well that's producing the water for the
livestock?

A I do not have the figﬁres on this particular water
well, I do have records on some of the wells, the oil wells
which have been drilled in the pool, and these records
indicate that this shallow water was encountered from, between

depths of approxzimately 250 and 400 feet, with most of the
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prolific part of the water being obtained betwe~on 300 and 400
foat
0 That is below this shale member that you were
talking about?
A Yes.
MR. PORTER: Anyone have any questions? Mr. Nutter.

CROSS EXAMINATION

BY MR. NUTTER:

0 Mr. Gray, does this shale member appear on the logs
of all the wells that have been drilled in the Dos Hermanos?

A As far as I can tell, some c¢f the wells have been
logged on different sensitivity scales and in some cases it
doesn't show up exactly like this one, but as far as I can
tell it's a predominant formation,

Q Do you think it's a blanket situation that covers
the general area?

A Probably.

Q Any any water soaking into the surface of the
ground, be it a potash tailings, produced water, or anything
else, would only go down to the impermeable shale barrier and
could go no further, in your opinion?

A No, I didn't say it couldn't. I said it's quite

often that these shale members are permeability barriers.
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of places in Eddy County where this type of water is suitable
for domestic use.
Q Is it the gyp content or the chloride content?
A Well, both. |
0 It's high in both?
A Yes, sir.
MR. PORTER: Sulphates and chloride?
THE WITNESS: Yes, sir. You see, the point is
that nature herself has been a hindrance to collection of
suitable waters for domestic use. There are deposits of gyp
or caliche, we call it, all over the whole countrv. Ever?body
is familiar with these caliche pits all over the area. All
over Eddy County, and water percolating down through
these caliche pits causes the water to become brackish and not
suitable for domestic use, and that is very common throughout
Eddy County.
Q (By Mr, Nutter) So far as you know, this water in

this particular well has been bad water --

A From the start,

Q -- from the start?

A Yes, sir.

0 Well,. now,., Mr. Grav, not long aqo I was dowr in this

area and I saw a water well over here in the Barber Pool and
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they said it was producing from about 65 feet, You don't know
of any water sand in 65 feet which would be above the shale
member in the Dos Hermanos area?

A There'c no such reference in our records. I went
through all of our records, and in the process of drilling

the wells there was no notation of any water being encountered

at that depth.
0 Above the shale?

A Yes, sir. Also I went through the records of the

United States Geological Survey office and I didn't find any

F

Ty

indication in their records of that shallow water.

Q Well, now, this would be the Rustler formation

irmediately above the salt there?
A Yes, 1 suppose so,

Q So these water wells would be producing from the

upper and middle Rustler?

A No. Your Rustler is a rather thin bed of anhydrite

just above the salt, These waters occur above the Rustler,.
Q Then, isn't it a fact, Mr. Gray, that the Rustler

immediately above the salt constitutes an aquifer that is

r
|
|
|

carrying large volumes of water in this area in a southerly
direction and that this salt water flows into the Pecos River

through springs at Malaga Bend?
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ment that the Rustler is a body-carrving water?
Q It constitutes an aquifar-carrying water,
A I don't think so. As far as I know there is no

water encountered in the Rustler at all, 1In fact, in drilling
these wells you will note that the surface casing has been
set in the Rustler anhydrite and the reason that they did that
was that it's a good, hard formation that doesn't contain
fluids, they shut off these upper waters by setting the pipe
into the anhydrite and then they continue drilling the hole
below dry, so as far as I know there is no water in the
anhydrite., If it is there, I am not aware of it,

Q Well, the name itself would indicate there's no
water there, but the Rustler formation does contain some
permeable sands?

A In some areas.

Q Which constitute this aquifer, which is the aquifer
which is pouring the salt water into the Pecos River at
Malaga Bend, isn't it?

A I don't consider that it exisgts in this area because
there's no indication of water in the Rustler in this area,

otherwise there wouldn't have been much point in setting the

pipe there,




Q Are vou acquainted with the method of salt watey

disposal in the Barber Pool?

A No, sir.

Q You are not aware, then, that water is being disnosed
of on a vacuum into a well into the Rustler formation in that
pool?

A No, sir. I have just been s0 busy that I didn't extend
my investigation that far,

Q And the cost of water disposal does include four
triplex pumps and all this other expensive equipment?

A I don't know what they're doing, but as I pointued
out, our pits do fill up over a period of time. I would
consider that in our area, that although we may qget by with
putting some water in at t-e start of the thing in under a
vacuum, it's my belief and my experience that before the end
of the project that we will have to pump the water into the
formation under vpressure.

Q What formation werz you considering that you will
have to dispose of?

A The same formatlion that wa arc producing the oil
from,

Q In other words, viaht bvack to thoe pay?

A Yes.,
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MR. NUTTER: I believe that's all.
MR, PORTER: Anyone else have a question? Mr. Utz,.

CROSS EXAMINATION

BY MR, UTZ:

Q Mr. Gray, you referred to some report there from
Mr. Hernandez --

MR, PORTER: Dr, Hernandez.

Q The first sample that you stated in that report,
when was that taken? 1Is that available there and where was
it taken?

A Would you like to look at the publication?

Q oh, I might later. I was interested in that first
sample, whether it was taken above or below Malaga Bend.

A Well, the sample that I referred to initially was

at the Pierce Canyon €rossing., You may get some idea of where
that is, let me just run down the stations here. Here is one,
and I am going to go progressively south on the Pecos River

sO we will know where we are. WHere is one at Artesiaz, the
next is Carlsbad, the next is near Malaga, the next is Pierce
Canyon Crossing, which I referred to,

Q That would be below Malaga, then?

A Yes.

0 How about the sands above Malaga, do they have as
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)
; much salt in them?
. A No.
5 Q So this sample does represent some of the salt that's
getting in at Malaga Bend?
AT A Yes, sir.
5 Q In regard to your Exhibit No. 11, your economics
R: S LN £ exhibit, where you estimated the gross production, how did
you determine that decline?
| Q A Oh, by roughly continuing the same decline that we
2w 0ot seem to be following now.
'ﬁnsﬂﬁf i Q For how many previous years?
’ A Of course, it varies from year to year. It's not a
[ O constant decline, but if you will plot these points on some
¢ w aflones

graph paper I think you might agree that it is a reasonable

estimate.

Q That's the way you arrived at it, you plotted

annual production on graph paper and then drew an average line

through?
CLiw e A Yes.
L - BOLETS Q What price are you getting for the 0il? 1 guess -~

would the division from gross oil into that figure give
you the price per barrel? 1If it will, well, that's satisfactory.

A Well, no, it wouldn't, because the Hudson gross
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income doesn't represent a hundred percent of the income.

o Oh, T coo,

A It represents roughly about 71 percent.

Q It has a pretty hefty override, hasn't it?

A No.

Q 29 percent goes ouf?

A Well, in some cases there is more working interests
in this, too. I don't know that I -- Well, let's see --

MR. PORTER: What were you trying to establish,
Mr. Utz, by this line of questioning?
MR. UTZ2: I am trying to find out what is included
in the expenses here, how they arrived at these economics.
A It's a regular posted price, I should have it
somewhere.
0 (By Mr. Utz) It would be around what?

MR. LIGHT: $2.56.

Q (By »Mr. Utz) Do you agree with the man?
A That sounds close.
Q What do all these direct charges include in this

poocl, is that just lifting costs?
A Just lifting costs. Just direct charges that are
necessary in the operation of the property. That includes

pulling costs, well service costs, power cost, some of the

electric motors on some of the producing wells are as large
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as 25 horsepower. It includes maintenance. cost of all tvpes,
all direct charges.

0 What percent did you use for taxes?

A Well, these taxes are the figures that the operator
had in their data files. These are the exact amount, based

on the exact amount of taxes that they paid during the year

1967.
0 That includes income tax, too?
A No, not income tax.
Q These are just production taxes?
A Just production type taxes, ves, sir.
; 0 I notice in your next column is operating and

administration cost. I am having trouble in my mind
differentiating between operating costs here and direct
charges. What would operating costs include here?

.\ Well, what we mean by operating cost is, for
instance, office expense in preparing monthly reports and

making inventories and so forth. The type of expense that

would be incurred by an operator usually in his otfice in

— T T

that part of the operation; filing all of these reports,

bookkeeper,; so forth.
MR, UT2: I think that's all I have,

MR, PORTER: Does anyone else have any questions?
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Mr. Kellahin., I see a nicture hers, Did your witness testity
to that exhibit?

MR. KELLAHIN:' Yes. e identified that as Exhibit
No. 10.

MR.PORTER: All right. Well, Exhibit No. 10 is a
picture of the water disposal pond at Duval Potash Company, is
that correct?

THE WITNESS: Yes, sir.

MR. PORTER: If there are no further questions of
the witness, he may be excused.

(Witness excused.)

MR. PORTER: Does anyone have anything further to
offer in this case? Mr. Anderson.

MR. ANDERSON: John A. Anderson, supervisor,

United States Geological Survey. In addition to the two
federal leases that were brought out in the testimony, owned
by Hudson and Hudson, there's another federal lease in the
Dos Hermanos Pool, operated by John Trigg. It has two wells
producing from the same formation and both of them make large
quantities of water which goes into the surfact pits. Now,
the engineers of our Artesia office have been aware of the
water situation in the Dos Hermanos Pool for approximately the

last eight or ten years., We believe that the circumstances
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Southeastern New Mexico.

MR. PORTER: Does anyone else
offer in the case? The Conmission will

advisement.
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have anything to

take the case under
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STATE OF NEW MEXICO )
) ss
COUNTY OF RERNALTLTO )

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the New
Mexico Oil 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 8th day of June, 1968,

2 . K
54 (
\ PR N C el Ll G
R T 7
; ;

NOTARY PUBLIC v

My Commission Expires:

June 19, 1971,
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WELL NO, ELEVATION
Federal #1 3372
Federal #2 3361 GIL,
I‘'ederal #3 3384 DF
Federal #5 3370 GI,
Federal #6 3355 GL
Federal #7 3346 DF
Gulf Federal #1 3372 DF
Gulf Federal #2 3362 GL
Eddy "BD'" St, #1 3358 GL -
Eddy "BD" St. #2 3365 GL

8 il e .

Masiarzwaa e -

. —

WILLIAM A, & EBIWARD R, HUDSON WELL DATA

LEASES IN DOS HERMANOS POOL

TOTAL CASING SACKS OF SURFACE CASING
COMPLETED DEPTH STZE-DEPTH CEMENT SIZE DEPT SX, CEMENT
7- 1-55 1642 ™ 1468 15 8-5/8" 728 225
2" 1634
i
11-22-5 1610 8-5/8 823 750
A 1590 375 10" 39; 745
1-24-56 1730 8-5/8 1696 500 10-3/4" 480 500
3-22-56 1654 7Y 1613 275 8-5/8" u7s 275
4- 7-56 1667 7" 1600 275 8-5/8" u93 150
3- 1-57 1710 7 1690 275 8-5/8" u8s 125
2" 1713 ;
!
2-18-56 1634 7" 1615 275 8-5/8" 471 175
!
5- 9-56 1706 7" 1648 275 8-5/8" 477 150
6-21-56 1689 53" 1620 600 8-5/8" 450 200
8-27-56 1696 53" 1620 600 8-5/8" 45Q 200
A N
2o ORE TS

L'/ .

“use No, .

[ Talal
AL

P

C L CC " ERVATION CIMMISSION

S s Fe, New f3 o

;
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1965 - Jan,
Feb.,
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.

Dec.

1966 - Jan,
Feb,
Mar,
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

1967 - Jan,
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept,
Oct,
Nov,
Dec.

WILLIAM A, & EDWARD R, HUDSCHN

U i e

S CI) TN ,
C L CONEERVATION C 9.4 MISS.ON

O nirire, New /. xico

IL PRODUCTION - DOS HERMANOS POOL/~ , . < /
OIL PRODUCTION - DOS UHNANOS POOL™ . . T Bxhibit Nowooo
ERRPE
Case No, "uu"";“nulfialiﬁunh.
FLEDLRAL GULFE TVEDERAbramasioce. - o .. R STATE
LEASE LEASE LEASLE
1,870 745 108
1,653 602 175
1,868 741 205
1,935 712 158
1,917 742 174
1,844 629 166
2,055 714 163
1,852 747 160
1,92¢ 708 136
2,065 710 169
1,521 1,138 135
1,967 220 157
22,875 8,408 1,909
Total 1965 0il Production - - - - 33,102
1,898 685 171
1,668 578 131
1,856 681 174
2,062 630 146
1,774 599 147
1,658 533 155
1,701 686 135
1,287 630 132
1,713 598 141
1,551 661 165
1,619 S84 107
1,349 595 149
20,134 7,560-—— 1,753
Total 1966 0il Production - - - - 29 447
1,632 592 149
1,633 523 105
1,749 578 132
1,707 529 132
1,704 567 127
1,381 499 114
1,389 567 134
1,826 584 127
1,620 568 105
1,510 540 102
1,681 538 143
1,642 537 110
19,474 6,622 1,489
Total 1967 0il Production - - - - 27,585

Lxhb'f *yg




WATER PRODUCTION - WILLTIAM A. & EDWARD R. HUDSON LEASES

DOS HERMANOS POOL
i
YEAR FEDERAL LEASE GULF FEDERAL EDDY "BD" ST.

| 1955
; 1956 14,400 1,060
; 1957 21,600 1,273

1958 401, 435% 10,178% 2,018%

1959 824,470 20,356 . 3,291

1960 767,510 18,355 6,477

1961 670,605 14,835 38,128

1962 614,774 15,773 111,624

1963 521,002 11,191 84,902

1964 438,828 9,570 61,054

1965 507,470 8,813 53,544

1966 361,415 7,934 48,5422

1967 353,817 6,952 50,694

1968 (3 Mos.) 81,312 1,649 '8 158

5,478,638 123,606 460,945
: R
REFOR: 1= T

OlL CONSERVATION ¢ - IS, ON
B S nig Fe, Ney :

“fco

---------------------------- Exhﬂﬂt)&Lhw_;?n

i “ase No, - IS
* Estimated, Actual water production figures neot aviTTable,- -

T Sy
e h——c v




WILLIAM A. & EDWARD R. ITUDSON LEASES

nNS HERMANOS POOL,

EDDY COUNTY,

NEW MEXICO

WELL TESTS MADE DURING FEBRUARY, 1968

Well

Federal il
Federal #2
Federal
Federal #5

Federal #6

Federal #7

culf Federal #l
Gulf Federal #2
Eddy St. "BD" #l
Eddy St. "BD" #2

Total

Bbls. Per .Day :
Oil Water %.M
10 935 98.9
2 683 99.0
7 493 98.6
25 1105 97.8
3 224 98 .7
4 151 97.4
8% 1051 9.2
3 647 99.5
81 6428 98.75%
i RETA T
SIS e i
O.L CINEELVATION €. ard:
i (, ] \‘(’:.N !A’ lCN [N vr‘iSV.iiSSEON ?
§ ¢ it Fe, New © vjea §
]‘ e ln 0 Exhibit No.. 57
{ . ) T
b Lase No., 30>l i
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WILLIAM A, & EBWARD R, HUDSON LEASES
DOS HERMANOS POOL, EDDY COUNTY, NEW MEXICO

ESTIMATED REALIVATION SCHEDULE - CONTINUATION OF PRESENT OPERATIONS

HUDSON HUDSON EXPENSE
ESTIMATED GROSS DIRECT OPERATING & TOTAL HUDSON
YEAR GROSS OIL INCOME CHARGES TAXES ADMINISTRAT ION EXPENSE NET PROFIT
1968 25,300 $51,236 $26,770 $3, 440 $8,855 $39,065 $ 12,171
1969 23,300 47,000 26,770 3,165 8,855 38,790 8,210
1970 21,400 43,000 26,770 2,910 8,855 38,535 4,465
1971 19, 700 39,000 26,770 2,680 8,855 38,305 695
1972 18,100 36,000 26,770 2,450 8,855 38,085 ~( 2,085)
107,800 $216,236 $133,850 $14,655 $hh, 275 $192,780 $ 23,456

Note: FExpense based upon actual 1967 cost. No allowance is being made for equipment replacement for the

h\ remaining life.
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WILLIAM A, & EDWARD R. HUDSON LEASES

DOS HERMANOS POOL, EDDY COUNTY, NEW MEXICO

ESTIMATED REALIZATION SCHEDULE - OPERATING DISPOSAL FACILITY

HUDSON HUDSON EXPENSE
ESTIMATED GROSS DIRECT OPERATING & NEW DEVELOPMENT TOTAL HUDSON PROFIT

YEAR GROSS OIL INCOME Q1ARGES TAXES ATMINISTRATION EXPENSE EXPENSE OR LOSS (-)
1968 25,300 $51,236 $35,320 $3,440 $8,855 $22,800 $70,415 -($1¢,179)
1969 23,300 47,000 35,320 3,165 8,355 -- 47,340 -( 340)

- 1970 21,400 43,000 35,320 2,910 8,855 -- 47,085 -( 4,085)
1971 19,700 39,000 35,320 2,680 8,855 -- 46,855 -( 7,855)
Note: Additional direct charges of $8,550 per year will be required to operate 4-30 Hp. electric motors.

New Developmeni expense includes installation of &4 tri-plex puwmps, storage tank and distribution and
gathering facilities,
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APRIL 26, 1968

WILLIAM A. & EDWARD HUDSON

C/0 KELLAHIN & FOX
54% E. SAN FRANCISCO

SANTA FE, NEW MEXICO

ATTN: MR, JASON KELLAHIN

DEAR SIR:
THIS IS TO CERTIFY THAT THE RECORDS IN THE UNITED STATES LAND

FFICE AT SANTA FE, NEW MEXICO, REFLECT THAT ALL OF SECTION 27, ALL

OF SECTION 34 AND ALL OF SECTION 35, T. 20 S. - R. 30 E., NMPM, EDOY

COUNTY, NEW MEXICO, IS FEDERAL LAND.
TRUSTING THAT THIS IS THE INFORMATION YOU DESIRE, WE REMAIN
VERY TRULY YOURS,

FEDERAL ABSTRACT COMPANY

VER H %%%E PRESIDENT
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