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SEFORE THE
OIL CONSERVATION COMMISSICN
SANTA FE ,NEW MEXICO

IN THE MATTER OF:

1

1

Case 1548 Application of Shell Cil Company for an !
amendment of Order R-1290. Applicant, !
in the avbove-~styled cause, seeks an !
order amending Order R~1290 to eliminate !
the restriction requiring separate mefer- !
ing of production from each lease prior !
to commingling, since all interests are !
common except for small override on one !
lease and the nolder of this interest !
has walved objJjeétions to commingling !
prior to metering. !

Mavry Hall

Santa Fe, New Mexico

March 25, 1959

BEFORE:
Elvis A. Utz, Examiner.

TRANSCRIPT CF HEARING

MR. UTZ: The next case will be Case 1548,

MR. PAYNE: Case 1548, "Application of Shell 0il Company
for an amendment of Order R-1290."

MR. SETH: Oliver Seth for Shell 0il Company. We have
one witness, Mr. Elkins.

(Witness sworn in.)

MR, UTZ: Are there other appearances to be made in this
case?

If not, you may proceed, Mr. Seth.

MR. SETH: Mr. Examiner, I would like to make just a

very brief statement concerning this case. This casc relates

L
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to Crder Number R-1290, previously issued in this case. Order
R-1290 permitted the commingling cf productionn from four State
leases owned by the applicant. This corder had an additional
requirement that such commingling would Le permitted after the
producition from each lease had been separately metered.

These leases, as 1ndicated, are in common ownership. The:
are all State leases, but there is a variation in tnat one of the
leases, wnich is the State "H" Lease, northwest quarter, south-
west gquarter, Section 29, 27 South, 35 East, had overriding
royalty interests outstanding in the third party. Since the
previous hearing, there's been correspondence wita this overriding
royalty owner and he has supmitted a walver in wnilch he agrees th3
the production may be allocated on the basis of nmonthly well
tests.

R. L. ELKINS

a witness, being first duly sworn, was exanined and testified as
follows:

DIRECT EXAMINATION

DY MR, SETH:

Q@ Mr. Elkins, do you have a plat showing the location

these leases?

O
=y

A Yes, I do.
Q This plat shows the location of the State "H" Lease,
does it not?

A Yes, sir.

t
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M, Jl4e L don’'tu oelieve We SWOor'e Tne wWitneSE I, did

MR. SETH: Yes.

Q (By Mr. Seth) Will you state, please, for the
Examiner, the name of the overriding royalty owner on the State
"H" Lease?

A The name of the overriding royalty interest is
Frederick H. Bergland.

Q@ And your company had correspondence with this --

A Yes, we have,.

@ =-interest owner?

A Yes.

Q@ Have you receilved a letter of transmittal from him?

A Yes, we recelilved a letter of transmittal and a waived
signed by Mr. Bergland,

Q@ Do you have that?

A Yes, I do.

(Thereupon, the document
was marked as Shell's

l Exhibit No. 1 for
identification.)

Q@ (By Mr. Seth) I hand you what has been marked
Exhioit One of Shellts; is this the letter of transmittal?

A Yes, it is.

Q Does 1t have attached to it a waiver executed by Mr.

)

o

erzland?

td
1
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A Yesgs, 1T does.
Q@ That is what you received through the mall?
A Yes, sir.

MR, SETH: We would like to offer that in evidence,

MR, UTZ: Without obJjection, it will be entered as an
exhitcit, Exhibit Number One.

Q@ (By Mr. Seth) Now, would you state to the Examiner,
Mr. Elkins, the 1limit of the age of the wells, their production,
the amount of water and the facts relative to well monthly
testing as against metering?

A Well, the age of these wells is approximately twenty
years and the production is from a completion-type reservoir
and the water cuts are quite low, ranging between wells fronm
five tenths of one per cent to two tenths of one per cent, and
inasmuch as 1t is a completion-type reservoir, we do not expect
These water cuts to increase appreciably in the future, and the
wells have all produced top allowable except thne State "H"

1 Well on the one lease that nas the overriding royalty interest.
The gravity in the field is about 36 degrees API, and due to

the fact that the water cuts are extremely low and the small
amount of water that is emulsificd, we do not anticipate that
water production to increase. It appears that we could allocate
production on the basis of montnly well tests quite accuratelyw

for tnat reason, and this would e entirely from our standpoint
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in an effort to reduce initial and maintenance and operating
coste in this field. I we are required to install meters for
cach lease, 1t would substantially increase all of those costs.

Q@ This water cut, has it been fairly constant during
the last several years?

A ?es, it has.

@ You haven't noticed any appreciable wvariation from
montin Lo month?

A No more than mayove one tenth of cne per cent fron
nonth © month.

@ Are these pumping wells or --

A All of the wells are pumping zXcept the
Well, and it is flowing.

Q@ In your opinicn, will allocation of prcducticn anong
thcse leases on the vasis of monthly well tests be an.accurate,
reasonable basis of allocation?

A Yes, in my opinion, it would be an accurate means of
allocating production.

Q@ On what do you base that opinion?

A It is based on the fact that our water cuts are so
low and~-well, that's the primary reason, the low water cuts
from all the wells.

Q@ And how about any variation in the amount of the water
cuts from time to time, is that --

A Yes, and the fact that the water cuts do not vary
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appreciaply and the

fact that we do not

anticipate the

ese water

cuts to increase in tThe futurs.

Q@ What is your--you testified previously in tTnhis case,
aid you not?

A Yes, I did.

2 What is vour positicon with the company?

A I am the Divisgion Mechanical Engincer of the Roswell
Division.

MR. SETH: I believe that's all the dircct we have

Mr. Exaniner, we would like

in tne walver which

to call attent

has bzen admit

icin to Tthe Commission,

ted as ZTxnlicit Onc, the inter
wner is agreeable to the allocation on the basis of aonthly
vizll tests.

MR, UTZ: Is there & guestion of tae witness?

MR. PAYNE: Mr. Elkins, as I understand 1t, the working
in sts, the royalt; interests and the overriding royalty
intorests are common in all four of these leasces with the sole
exception of a small overriding interest in the State "H" Lease
wnlcn is not common, is that right?

A That's correct

MR. PAYNE: And --

A This is all State land designated Dy the same

tenefliciary.
MR, PAYNE:

leases on the basis

To allccate all the vproduction

of moatnhly well tests, will that

rom Tthe four

reduce

]
Lam}
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operating costs and maintenance cosSts?

A Yes, 1t would appreciably, and algo affesct conservation

since we now have four tank beatteries that are in a pretty bad
state ol deplétion. In this ficld, one tank battery would be
sufficient and would reduce operating costs.

MR. PAYNE: In your opinion, would the economic limis
be lowered and therefore avold premature abandonment if this
application 1is granted?

A Yes, it should bpe.

MR. PAYNE: That's all.

MR., UTZ: Are there other gquestions?

CROSS EXAMINATION

BY MR, UTZ:

Q Mr. Elkins, what is the State "H" HNumber 1 making
at the present time?

A It makes about thirty bvarrels per day, and during--let
see, I have some production data here., During December, for
example, we produced 922 parrels of oil from that well, and durin
January, we produced 925 barrels of oil.

Q@ Do you have an estimate of what the cost of installing
these four meters that were required in Crder 1290, R-1290 would
re?

A We estimate that the installed four meters would

cost approximately four to five thousand dollars in this field

on initial cost only.

2
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o ADboOut a cthousand dollars a mecer?

A That's right.

Q And how about the maintenance of these meters, do you
have an estimate on the cost of maintenance?

A We don't have any accurate cost on the maintenance,
I would hate to give it rignht now because we haven't used then
too long. However, while I can't give you a figure, we do
check these meters once a month and they do require contlinual
malntenance, but an actual dollars and cents figure, I can't
give 1it.

Q How long does i1t usually take to test these meters?

A It would take four days a month in this case.

Q@ Four days to test four of them?

A Yes, sir.

O

A day a meter?

=g

Yes.,.

Q@ What did you say your average water cut was?

A It varies between wells from two tenths of one per
cent to five tenths of one per cent, according to our latest
well test information.

MR. UT%: Are there other questions of the witness?

_If not, the witness may be exXcused.
(Witness excused.)

MR. UTZ: Are there other statements to be made in this

cage?
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If not, The case will pne Taken under adviscment.
to ask the Examiner to have the

We would like

MR. SETH:
trangcript of the first hearing in this case incorporated as

part of this hearing, and i{s exhibits,.
Off the record just a nmoment.

MR. UTZ:
(Discussion off the record.)
We would mcocve that the letter of Cectober

MR. SETH:
38, 1957 from the Commission of Public Lands to Shell 01l Company

De admnitted as Exhibit Number Two in this case.
(Thereupon, the document
was nmarked as Exhicit

Number 2 for
identification.)

Is there ovjection to the incorporation of the

MR, UTZ:
testimony in Case 1290 and the entrance of Exniblt --

MR. SETH: Exnibit Two.
Exnlbit Number Two, which 1g a letter from tne

MR. UTZ:
State Land Office approving vhe commingling of these four leases?

Without objection, it will be entered as a part of the

reccrd,
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STATE CF NEW MEXICO )

2]
0

COUETY OF BERNALILLO )

I, JERRY MARTINEZ, Notary Public in and for the County of

Bernalillo, State of New Mexico, do hereby certify that the fore-

going and attached Transcript of Hearing were reported by me in
Stenctype, and that the same was reduced to typewritten trans-
cript by me and contains a true and correct record of said
_proceedings, to the best of my knowledge, skill and ability.
DATED this 27th day of March, 1859, in the City of

Albuguerque, County of Bernalillo, State of New Mexico.
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= Notap§ Public -

My Commilssion ExXpires:

January 24, 1962

I do hereby certify that the foregoing 1s
a complele record of the prca,,ulrgs in
the E}‘.clxl’l‘;‘ 1t “\1*.;};.;) ox ur.L 3 ‘J / K
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