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CABINET SECRETARY June 13, 1994

Pyramid Energy, Inc.

10101 Reunion Place

One Union Square, Suite 210
San Antonio, Texas 78216-4156

Attention: Scott Graef
Dear Mr. Graef:

Reference is made to your request dated April 29, 1994, to
increase the surface injection pressure on six wells within the
West Pearl Queen Unit Waterflood Project. This request is based
upon fracture data contained within your request.

The data has been analyzed by my staff and we feel an increase
in injection pressure on these wells is justified at this time.
You are therefore authorized to increase the surface injection
pressure on the following described wells:

MAXIMUM SURFACE

WELL & LOCATION INJECTION PRESSURE
West Pearl Queen Unit No. 110 Unit H, 29-19S-35E 1800 PSIG
West Pearl Queen Unit No. 119 Unit I, 29-19S-35E 1800 PSIG
West Pearl Queen Unit No. 121 Unit K, 28-19S-35E 1800 PSIG
West Pearl Queen Unit No. 126 Unit M, 28-19S-3SE 1800 PSIG
West Pearl Queen Unit No. 128 Unit O, 29-19S-3SE 1800 PSIG
West Pearl Queen Unit No. 143 Unit A3, 33-19S-35E 1800 PSIG

The Division Director may rescind this injection pressure
increase if it becomes apparent that the injected water is not
being confined to the injection zone or is endangering any fresh
water aquifers.

Sincerely,

William J.
Director

Xc: Case No. 3066, OCD-Hobbs,
D. Catanach, R. Brown
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April 29, 1994

Energy, Minerals and Natural Resources Department
0il Conservation Division

P.O. Box 2088

Santa Fe, NM 87501

Attention: Mr. David Catanach

RE: 1Injection Pressure -- West Pearl Queen and East Pearl
Queen Units, Pearl Queen Field, Lea County, New Mexico

Dear Mr. Catanach:

Over the last four years, Pyramid has conducted an infill
drilling program on the captioned waterfloods. The idea has been
to drill locations inside the original 40 acre spacing pattern and
recover reserves from areas that have not been effectively swept by
waterflooding. To maximize the recovery in the new wells,
additional wellbores were permitted and converted to injection
service. The permit for the new injection wells set their maximum
injection pressure at approximately 1000 psi with the stipulation
that higher injection pressure could be approved by running step
rate test to determine the frac gradient for the reservoir.
However, the older injection wells still active in both units are
not subject to any injection pressure limitations. It is not
reasonable that the older wells which were permitted under less
stringent regulations be allowed to inject at unlimitted pressures
while the new wells are limited to less than 1000 psi. Pyramid is
requesting that the maximum pressure for all injection wells in the
West Pearl Queen Unit and the East Pearl Queen Unit be raised to
1800 psi and that all wells not currently limited on injection
pressure be subject to the 1800 psi cap.

Several attempts were made at running step rate tests on wells
in the field by pumping into the reservoir at various rates and
accurately recording the surface pressure at each rate. Using
published frictions factors for the tubing strings, a bottom hole
pressure was calculated at each rate. 1In all cases it appeared as
though we were unable to reach the fracture pressure before
exceeding the working pressure of the wellhead and other surface
equipment. Halliburton was requested to review the computer data
generated during fracture stimulation in three of Pyramid’s new
wells drilled on the West Pearl Queen Unit and to calculate a
fracture gradient from that data. Attached is a letter from

Lo-tind
e



Mr. David Catanach
April 29, 1994
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Halliburton showing the results of their calculations for the
wells. Using the lowest of the three gradients calculated .959
psi/ft and density of injected fluid at 9.2 ppg, it would take a
surface pressure of 2283 psi to fracture the formation at 4750;
(4750’ is the approximate top of the injection interval). The
injection wellheads and surface equipment are only rated to 2000
psi working pressure. The current injection pressure in field is
around 1750 psi. Therefore, there is only a 250 psi pressure range
in which a step rate test can be safely conducted. This small
pressure range along with the fact that the fracture gradient
cannot be reached because of pressure limitations will make the
information cbtained from the tests unreliable and may lead to
wrong conclusions.

Pyramid feels that the gradients calculated by Halliburton are
representative of the Pearl Queen reservoir and that the maximum
pressure of 1800 psi requested is almost 500 psi below the actual

frac pressure. Please review this matter and see if you can
authorize the injection pressure increase based on the information
presented. If you have any questions or need additional

information, call me at (210) 308-8000.
Sincerely,
PYRAMID ENERGY, INC.

It B

‘Scott Graéf
Operations Manager

SG/tlw

cc: Jerry Sexton



HALLIBURTON

HALLIBURTON ENERGY SERVICES

8610 N. New Braunfels / Suite 614 / San Antonio, TX 78217/ Tel: 210-824-2471 / Fax: 210-824-1172

January 26, 1994

Mr. Scott Graef

Pyramid Energy Inc.

10101 Reunion Place, Suite 120
San Antonio, TX 78216

Re: WPQU Lea County, NM

In regards to your request, I have reviewed the frac data from each
of the wells submitted, in order to determine the fracture
gradient. The results are as follows:

Well# Ave Depth Perf (Ft.) ISIP (psi) Calc. Frac Grad.
WPQU-191 4843 2660 .987
WPQU-193 4809 2509 .959
WPQU-194 4875 2821 1.016

If I can be of further assistance please advise.

Respectfully Submi:EE;;;Z_//

Cooper
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PYRAMID ENERGY, INC.

10101 Reunion Place . One Union Square, Suites 210
San Antonlo, Texas 78218-4156 « (210) 308-8000 .+ FAX: (210) 308-8111

May 25, 1994

Oil Conservation Division

P.0O. Box 2088

Santa Fe, New Mexico 87504-2088
Attn: David Catanach

Dear Mr. Catanach:

Below 1s & list of wells for which Pyramid Enerqgy, Inc. is
requesting an increase in allowable injection pressure.

West Pear] Queen Unit #110-H, 29-19-35
West Pearl Queen Unit #119-I, 29-19-35
West Pearl Queen Unit #121-K, 28-19-35
West Pearl Queen Unit #126-M, 28-19-35
West Pearl Queen Unit #128-0, 29-19-35
West Pearl Queen Unit #143-A, 33-19-35

East Pearl Queen Unit #23-G, 28-19-35
East Pearl Queen Unit #25-E, 27-19-35
East Pearl Queen Unit #34-I, 28-19-35
East Pearl Queen Unit #35-M, 27-19-35
East Pearl Queen Unit #41-C, 34-19-35
East Pearl Queen Unit #43-F, 34-19-35

If you should have any questions, please feel free to contact me.
Sincerely,

Ly

Scott Graef
Operations Manager

SG:dkh
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PHONE 325-1182

FARMINGTON, W, ™M,

PHONE 983-3971

DEARNLEY-MEIER REPORTING SER VICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

June 10, 1964
EXAMINER HEARING

IN THE MATTER OF: Application of Gulf 01l
Corporation for a unit agreement, Lea County,
New Mexico.

Application of Gulf 0il Corporation
for a waterflood project, Lea County, New
Mexico.

Case No. 3952 &
é§o6 )

Ut Nt v’ Nrgua?® “ngr? st it st st vtV iV “ugt? “ugeitl “aritt?

BEFORE : NEW MEXICO OIL CONSERVATION COMMISSION
DANIEL S. NUTTER, EXAMINER

TRANSCRIPT OF HEARING
MR. NUTTER: We will call Case 3065.
MR. DURRETT: Application of Gulf 0il Corporation for
a unit agreement, Lea County, New Mexico.
MR. KASTLER: I am Bill Kastler appearing on the behalf
of Gulf, and I would like to move that Case 3065 and Case 3066

be consolidated for the purposes of Hearing.

»
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ALBUQUERQUE, N. M.
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MR. NUTTER: We will call 3066,

M3, DJRRETT: Appilcation of Gulf Uil Corporation for
a Unit Agreemeni, Lea County, New Mexico and Applicatioan of
Gulf Cii Corporation for a «aterflood project, Lea County,

New Mexico.

MR. NUTTER: Cases 3065 and 3066 wili be consolidated
for the purpose of testimony.

MR, KASTLER: Mr., Examiner, our two witanesses 1:.: this
case Will be Mr. Don Eilbrey and Mr., Eates Boles. I would iike
to have them swori:.

MR. DURRETT: #would you stand and be sworn, please?

(Witnesses sworn.)

MR, KASTLER: I would llke to have these marked for
identification as Applicant's Exhiblts Cne through Four; a:d
I would like to submit those at thls time.

(4hereupon, Applicant's Exhibits
One through Four marked for ide:-~
tification.)

DIRECT EXAMINATICN

BY MR, KASTiER:

Q Please state your name and address, for whom you work
a.id what 18 your current position?

A My name is Don Bilbrey and I reside at 1201 W. McGaffey
in Roswell, New Mexico. I work for Juif U1l Corporation in

Roswelil as a Fetroleum Engineer.

®
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] ~ould you trlefly outlline your educational and pro-
fessionai vackground?

A In 1693, I was graduated from the University of Texas
Wwith a B.5. 1n Jeology and a i£.8. in retroleum Engineeriag.
After two years in the Service I returned to the University of
Texas and entered graduate school in 1Y57. I received my
Masters Degree in Geology. In May of 1¢57 I went to work for
Gulf in Roswell as a geologisu. I worked fourteen months 1.
that capacity in both Roswell a.d Hobos. At that time I was
transferred back to Roswell where I was 1l.a the Reservoir
Engineering Section as a Reservols Engineer and I have worked
as a Reservolr Engl:ieer since that time 1in Hobbs, and now 1in
Roswell.

@ And have you worked closely with the West Fearli Queen
Producing Unit Agreement, and are you thoroughly familiar with
all of the geologlical and engineering aspects of 1t?

A I have done very little else besldes work on the Queern.
So, I think I am fairiy weli familliar with 1t.

Q 7ill you briefly outline the purpose of this Hearing?

A Gulf, as major interest owner and prospective unit
operator, would like to unitize 2,520 acres 1n sixty-three we.iis
in the western portion of the Pearl wueen ool which 1s lo-
cated in Township 19 South, Range 35 East, 1n lea County, New

Mexlco. The purpose of %thls unlit would be to waterflood portiong

®
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of the Quzen formatlion undarlylng this area. If you will plea
lock at Axhibiy une, which 18 a fold out map, (plat), you will
ses tne Unlt Area proposed outilned 1:n yeilow, The injection
Wwells are shown in <lreles, GwWwo clpclies willi be dual wells,

one z2ircle wlll ve just a slngle zo:ae lunjectlon wWell., we will
discuss that laber.

] Are there any other unltlzed waterflood projecis in
this pool?

A Yes., Directly east of our oubtilined fiood here, you
will see, 1ot shown nearly as brightly, bus outlined never-
theless, the Shell East rearl Queen waterflood unit. It is my
anderstanding they have been 1:njecti..g water thers since early
in February.

) Wdiil the %wo units cooperate?

A Yes, we have already discussed that with Shell. As soo
as they are unitized, we wlll make lilne agreements and cooperate
Wwith Shelil. The flood, by the way, 1s on the same pattern on
the Shell unit and it wil: make 1t =asier to cooperate with

chei‘ﬂ. .

A} 4111l vou describe the geology pertinent to this pro-

A Referring %o the data over nhere on the {irst page, the
vearl Queen 1s located on the western edge of the Cerntral Zasin

slatform, Wells are completed in one or more sandstone
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stringers witnla the Queen formatlo.n. The depth, ranged from
4,800 to zround 5,000 feet 1n the West Pearl Jueen Unit Area.
These strliigers generally are composad of gray, flne grained
dolomltic and ahydrivic sandstone mocks8 and are lnterbeddad
wlth gray to tan, dense, anhydritic and shaly dolomltic rocks.
The maximum net pay, I snouid Bay, for eacn zone ranges from
elgh% to fourteen feef, bui generalliy in no ro bore hold 1is
the maximum net pay 1in each zone eacountered.

Q Do you have an Zxhibit which shows the s.bsurface
structure?

A Yes, Exhiblt Number Five 1s 2 structure map on wnat we
wili, 1in a minute, describe Zone CUne which 1s the uppermost
zone we plan to flood. That structure typifies, the structure
of ali zones which we pian to inject water into.

Q  Exhiblt Five?

A ixhiblt Five shows a northeast-soubthwestward trendi.ug
monocilinal nose which plunges toward the socuthwest at about
fifty feet per mile.

Q Is this a stratigraphic or structural trap?

A We think structure probably plays very little part in
the trapping of the hydrocarbons here, in fact, we consider is
primarily a stratigraphic trap with the up-dip productive 1imits
being.determiged y porosity deterioration. The down-dip

limits in most of the zones are determiled by cil water contact

®
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@ How nany striagers, or zones, are productlve in the
desl rearl GJueen Tt Ares?

1

P seii, L refar vack to Axhibly Number Foar Lo the Lanlg-

2
=
1]
(o7

iet, and col in yai.0W, you will see 1'our zoned o 2

vypical radioactivity log. Zone Gne, "Stray”, Zone Iwo A, and
Zone Three A; sad 1n Sxhiult Nomber 5ix, which is a cross
Ssectlon, an easti-Wess Sross sectlon across the same zZones which

re

have been agaln colored 1n yellow., You can sse that 7ones <ne,
Twe A and Three A are rasher contlnuous over ithe entire arca.

What we have defined, the "Stray’ is limited tc the south
west portiocn primarily as shown on Exhiblt (ve but it is a1 good
zone and we plan to waterflood 1% along with the more widespread
zones, One, Two A, and Three A,

; De those Zones ‘ne and Two A constitute most of the
secordary cil?

A We belleve so. I personally telleve that probav.y,
maybe as much a8 757 of the secondary cll comes fromn Zeones Une
ard Two A.

a@ in isolated 1instances where welis are open stringers,
those are extremely open znd limited in aerial extent?

A That is right. There are several individual welis, I
would say uot over two or three down in the southwest corner
that have open zounes, rather thilon zZones other than the ones I

have outliuned here 1n yellow, Generaily, I would say 1in all

®
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

iaBtances usnese cie aol ever found in ghe adjacent or cffsetting
wel.s and probably w111 call for lisgle 8econdary recovery.

#1i. ary attempt be made to flicod them?

| Y0, Wlth no connecsion from ovoe welil to the exs, I
Go.'% telieve there wili be any value 1. tryi.g.

Net inltially, at least?

<
A o,
&  What will the unitized iuterval bev

A Trat will be from the top of the Quec.. formetion o
firsy feet below the bottom of Zone Three A,

& ¢an  you describe the Queern Reservoir rock and 7. . id
propertizs?

A Yes, I wili just refer back over here to the data sheet
again. The aver:zge porosity ir all but the "Stray’ zone -s
26.7% and ranges ‘rom 10 to 22.8%, what we consider the net
pay. Average "K' 18 22.8 millidarciles ranging again frox one
to 248 millidarclies., The original reservoir pressure wac
i,77¢ psi and the bucble point pressure is 1,400 per square
inch. BReservolr temperafure is 100 degrees Farenheit and the
formation voiume factor wss L.17€ at origlnei reservoir con-
diticrs, (1l gravity ls approximateiy 35 degrees AfI.

¢ Brierly summarlze primary operations in the Wesy
fearl Queen Unit Area.

&  The f[irst well in our area was drilied 1. Januzary of
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1958 and since that time there has been a total number of
sixty-three welis, or holes, drilled. Four of these have been
dry in the interval we plan to unitlze. Fifty-nine have

been productive. L. something like six years the approximate
production from these 1s 2,200,000 barrels of oill. There are no
dual completions 1n the unlt area.

Q wWhat 18 the present state of depletion?

A We antlcipate In the fifty-aine wells that the ultimate
recovery for the Unit wili pe 2,686,000 barrels., With cumulative
production to date of 2,200,000 barrels, it appears that the
reservolr 1s right as 80% depleted. The fact we are late in the
life of this pool is further evident by the fact that the
average production per well per day 1s only nine barrels,

Q ¥hat type of drive 1s the pool producing under?

A Solution-gas-drive, 100% so.:tlon-gas-drive. It looks
like we wili only get 11.8% through primary oil operations.
This means that nearly 90% of the oll will be left in the ground
unless secondary recovery project is instlituted.

& In waserflooding this area, how many injection wells
wlll there pe and what flood pattern will be used?

A Well, I think I briefly touched on that already. It
18 an eighty acre five-spct; and out of fifty-nine produclng
wells, thirty of them will pe made Injectlon welis.

@ What volumes of water do you plan to inject and what

®
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preasures do you anticipate?
A Initially, we plan to inject up %o five hundred barrels

every day per well. Based on what we know about thne East Fearl

Fueen Fiood 1injection wells, we should encounter initial pressunes

of 1,500 to 2,000 pounds per square lnch. We anticipate the
maximum pressure of arourd 2,500 pounds per square inch. We
are designing our installation for 3,000.

Q What kind of water will you inject and where is the
gource of this water?

A We wili injJect fresh water whilch we will pipe approx-
imately 81x miles from Shell 011 wells in Section 3 of Town-
ship 19 South, Range 36 East which 18 east of the Pearl Queen
Pool.

) Does Gulf have a vested luterest 1n this water?

& Yes, Gulf, as does Shell and Trainer, owns one-third
interest in water Fasement W-306 which I believe is dated
April 2%, 1363 and was issued to Kemac Potash covering all of
Section 3-19 South - 36 Fast, Lea County, New Mexico.

Q Now, 3ulf owns one-third, Shell owns one-third, and
C. W, Tralner owns one-third?

A Shell and Gulf both purchased the third ianterest, pur-
chased it from Correli.

Q All right. FProceed.

A We also, at the same time, purchased a third interest

®
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converted. We think 375 barrels will be adequate because we
have re-cycled water. We have to reduce our injection probably
to palance production with allowables and such.

& How do you pian tc inject water into the Queen

Reservolr?

A I would like to refer you ndw, to Exhlblts Seven through

Eleven, I beileve, wnlch are dlagramatic sketches of several
possible means of injection.

Exhivit 3even shows a typical single zZone injection well,
where we will simply set a packer on tublng, inject down
tubing -- the tublng by the way, wlll be coated for corrosion.
We will injJect below a retrievabie tension type packer, in
shis instance as shown here, and will be into the open hole,
but 1t migh% equally Wwell be in%to perforations, i1f 1t calls for
1t. Itight now, it looks like we are going to only have one
single zone injectlion well.

@ What well will that Le?

A That 18 Lhe Cactus-Aztec State Number 51x down there in
the southwest corner on Zxhiblilt Wumber One.

Q s the location 1o Sectlon 31, 19 South, 35 East?

A That ls correct.

= mat 1s sthe single injectilon well, but 1t would be into
Zone ne and --

A In this particular well, thls 1s marked as a typilcal

o




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

PHONE 243.6691

PAGE 12

single injectlon well, It is actually a dlagramatic sketch of
the well I have mentiloned but if through further study and when
we get ready Lo coavert shese wells, we decide that three, four,
five or more will ot have, say Zone Jne of sufficlent silze ther
it may be economlcally advisaple fto dual. We will just try to
watch down there 1nto 1%, and all of the rest of them and try
to cub down some of »ur ¢o98%, In other words, 1f we think it
is advisable to dual inject, we wlll, and if further study says
is necessary, we might have three or four more wells we want
to Treat in the same nmanner,

MR, NUTTER: You talk about single 1lnjJection wells, and
dual injection wells; what do you conslider to be the dividing

point, the Zone One as agalnst Zone Two, and what is the other

one?
A Right., The three lower zonas.
M}, NUTTEE: Two A and Three A?
A Right. “e willl wash 1% inteo the three lower zones and
try %o put 1t inte Zone Tne,

¥R, NITTER: In othe:s words, into two?
A The "Stray” 18 limited down Shere intoc the --

¥R, NUDPTER: Zone Une i8 the other zone?

]
8]

A ne Jne 18 -~ well, many p2ople conzider i1t the main
Jueen pay in this area, As I pointed out before, we think may-

be 75% of the o1l secondary and primary are 1in Zones One and

w

®
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™wo A, therefors, we want to separats ine stream of water and
e sure we get thosse two zones flooded,
MR, WUTTE: Thess are the twoe important zones?

A Right. We ghink that 1s important o dual iaject the

waher,
MR, NUTTEZR: Zrimarlly to ksep Zone Tne and Two A
apart®

A Right. That's correct. If you ilook 2t Exhivbit Number
Eight, this I have listed or have designated as a typical dual
iajection welil, whizh I think 1t's rather straight forward two
strings of coated tubling, wlith a dual packer above Zone Cne and
a permanent drill able production packer between Zone (ne and
the "Stray" or the Two A, which ever oue happens to be open 1n
the particular well, but anyway separaiing Zone One from %the
lower 2Zones, and I don't shink there is ~-

MR, KASTLEZR: The remalnlag twenty-nine wells wiil he

zompleted for this dual injdzctlon such as 1s shown on zZxhibie

E Tugslibly, T have another exhivlt which is zxhiloiy
Humber Ter. After oar {1leld peopie iooked at this and gave us
cost estimates, they fourd shat when we had to go to two strings

tuking which were rather limited Lacause of the slze of our

O
Lol

casing which 1o most instances 1s four and a half and flve and

a half, we wou.d have Lo take out at least the 2 3,/8 tubing.

&
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‘e would nave tn zoai ther; thas would run fthe cost up. We
wouid have to run a Jdual packer 1in each one and that would run
the 208% up. It woi1ld 03% ud many more thousand dollars per
acre 5o go this way than possibly iv would cost us ¢o go bthis
way 4s shown on Exhivit Ten. The particular set-up for the in-
Jectlon well is very similar to the single zone injectlon wilth
2 refrievable tension Lype packer to separate Zone One from the
lower three zones, bui from this insftance we Inject down voth
the znulus and tubing. The stubning would be the same as we have
In ~he hole »igh%t now, I might say here that, of course, ocur
treating coss for the water would go up by this method Lut we
st1il think 1t would ve cheaper 1ln the Pearl Queen to go this

meishnd.

»

T selieve fthat you had abou’ four primary features that

&

this method of duai Llnjzeslon would achisve., Would you outline
thoge?

A Yes, Let% 27 be sure T get 3his pight. It would elim-
inate the need fcr udditional sitrings of sublng, eliminate the
need for daal packers, eliminate the need for coating the tubing
and 1% would allow the use »f larger Sublng witih which I belleve
ech higher volumes at lower pressures,

~ Have vou 4'scussed this proponsed altzraative method as

»

shown on Txhlblt Tan with She State Englneers Uffice?

A Yes, we came up here in Aprii and talked tc Mr. Irby
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-

auouil injecuing tale method douwn shie anulus and the tublng sys-

ten ile indicated then thas 18 proper precautions were taken

3

ot

and the Santa Rosa Sands.one was adequately protected by cement
he wcouid go along with this. [ wenft Hack Lo Roswell and made a

GCC ufflce there §tn check all of

[t

gpezial trip to Hobbs %o th
the cementing programs and I found ou% there 1is only three of
she shirsy injection w=l1lls that are cemented across the Santa
Rosa. So, because of the uonetary savings we thought we could
save by golng 5his method, I sat down and trlad to gc into more
det3ll on thls program and shink of how we could protgect that
Santa Rosa. 1 then wWrots a letter to Mr. Irby which is

Txnibls Number Twelve in whlch I outlined our proposal for pro-
t2etiig the 3anta Rosa and assarling 1t 18 protected, and yet
35111 allow a8 to go down the analus with the injection water,
Mr. Irby, Dy revurr maii, sent us a letter whilch 1s Exhiblt
Muncer Thirteen 1ln wihilch he indlcated that he would rnot object

to our proposal provided that certaln statements that had been

et

1a:laded in my leoizr were eatered ianto the record at this
Hearing.
g bthe purpose of jour Lncorporating these as

Exhivits Yumoer Twelve 37d Thirteen?
! Zignt. T specifically polnt 5ubt which statements and
parzgraphs he woulid like to have in. Cf course, they are in

the letter and lncl.uded 1o the exhivits we have here,

®
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5 wWhich plan of dual 1ajectlon do you favor at this time?
& Ye 3011l haven't ade up ouv minds. We %HThink we did
gave & lobt of money parsocalily »n bthe inltlal investment
by going dowa the analus; it also, we reallze the treating
the :o8% of water to protect fthe caslug over a period of years
would run up in o8t Loo. dJe are sulill wWworking on 1t %o see
f oue is vebtep Lo osur way of sndnkinsg than the other, We
might have to take sc many producing and keep such a close
eye on 1t it is not worth 1t to us. We would like to have per-
mission to go elther way because of the possibllity of the
great savings in money and equipment that we have already in-
vested in.
MR. NUTTER: When do you think you will make the
determination which direction you will go?
A Well, I think possibly within the next week or two,
We have our Hobbs office working up details, information and
such, and I think they are golng to give us a final recom-
mendation here soon.
MR, NUTTER: Off the record.
(Whereupon, a discussion was held off the record. )
MR. NUTTER: On the record, please.
Q@ (By Mr. Kastler) What does Exhibit No. 9 consist
of?

A Well, Exhibit No. 9 is simply an injectlon well detall.

®
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Since wWe have thirty injection wells, we do not include a dia-
gramatic sketch of each Well as such, we use this diagramatic
sketch, and these then, on these tables we have tried to glve
you the surface casing, production casing, size, data and etc.,
the cement program, and also the tubing, packers, perforations
and all items such as that that will be permanent to each
injection well in the unit. Likewise, on Exhibit No. 11, we
have done the same thing, whlch 18 pertaining to the diagramatic
sketch in Exhibit No. 10, same type of information.

Q@ When do you expect to start work on the project?

A de would like to start work on July 1lst; we are
shooting at July for target date for this unit. As soon as it
is unitized we will start to work. Shell 18 walting for us to
start injecting before they move down thelr line and expand
their flood to full.

& All materlals and equipment are on order, I take 1t?

A No, they are not on order.

Q Ia Bstock?

A Not in stock. We are In the process of designing the
equipment, what pumps and etc. that we will need,

MR. NUTTER: You don't know yet what equlpment to
order?

A No, not specifically in the way of tubling, we don't

know which way we are going.

®
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Q@ (By Mr. Kastler) When do you start expecting the
initial response?

A We expect, with dual injection planned, that we will
get a kick within probably silx months. That rate wlll in-
crease rather rapidly, I thin, up to &tout 2,500 barrels per day
per unlt and it will hold there for maybe two or three years and
taper off by 19T74.

Q@ What in the way of increased c¢ll recovery do you anti-
cipate as a result of these flocod projects?

A We anticipate avbout 150% of primary and this -~

Q@ In numbers of barrels?

A Number of barrels; that 1is 4,029,000 barrels of
additional oil because of the waterflood operations.

Q Does Qulf seek approval of a project area recovering
the entire unit as aushorlzed under 70l-E?

A Yes, we do.

2 Do you belleve that this unitization for the purpose
of waterflooding this area is 1ln the best interest of conser-
vation and prevention of waste?

A Yes, as I stated before, 1t looks llike we are going to
only get 11.8% through primary operations. We think we can in-
crease that by 150%, or & total of 30% of the original oil in
place. Through the secondary recovery of the area, 80% depleted,

the wells are down nine barrels, average, and we think it is

o
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imperative we start wish the flooding as soon as possible.
Q@ Has the primary and secondary oll been agreed upon
among other operators in this pool, or in this proposed area?
A To my knowledge, with one exception.
Q And will all steps be taken to protect correlatlive
rights by any owner?
A Yes,
Q Were Exhibits Cne through Eleven prepared by you or
under your direct supervision?
A They were; yes.
Q And are Exhiblis Twalve and Thirteen coplea of
correspondence between you and the 3tate Englneer's Office?
A  That's right,
MR, KASTIER: That concludes my examination.
MR. NUTTER: Does anyone have any questions of the
Witness?
MR. DURRETT: I have one question, please.
CROSS EXAMINATION

BY MR. DURRETT:

) Mr. Bllbrey, I believe you stated that the aversage
production at this time was approximately nlne barrels per day
per well?

A That's right.

& What are your wells making in there?

®
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A There are some 8411l down on the Aztec State Cactus
Lease that are making, I believe, their top allowable.

& How many?

A They are recent completions,

& Those are recent completicna?

A Yes, sir,

Q@ How many of those would you estimate that there are
that are close to top allowacle welis?y

A There ere nine wells on the lease, I belleve.

Q@ Referrisg now to Exhlbit Number One?

A Right. I would belileve that maybe at least half of
them are capable »f making top allowable, based on the last
production figures I know of, which figure may be I belleve
the last I had access to for them.

& I8 thai in Section 31¢

A Section 31, Cactus Drilling and Aztec State Lease.

Q And you thiank there are four or five of those, jyou
say?

A I shlnk that is probably about right, those wells ~- I
will put 1t this way: Cactus has made a practlice of golng in
there 2nd drilliicy ceontilauously; they drill a well every aix
months, or & year, or something llke that, and they are still --
Wwell, you can see there is one well No. 10 there that they have

since gone in and started drilling. I understand that now, for

®
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the record, that this is a dry hole,

& Phis Number lent

A That Number Ten 18 a 4ry hole, They are always re-
working their wellis anrnd as I gay, there are four stringers,
and they have gons down 1n many of the wells and opened one zone
and depleted 1t and zo back and open another and dapletzs 1it,
and they have managed %o keep their production kind of up and

down, and i is «ind of harc to work with concerning this

equity in thelr Unlt end they have since agreed to their
equity as given.

@ I belleve I undersvand they have definitely agreed
to commit this ln%erest?

A We have 3 telegram that says they will commit; they
have four trac:is, the Aztec State they were holding up on for
a while hecause of z2nother reworklng they went through several
months ago. I tnick production has fallen off rather regpidly
in some of thossz wells that they have worked over and they have
since said chat they will commlt that acreage along with the
other.

& And you do belleve that these are the only welis that
are making clogse to %op allowable?

4 I believe g0, I think you will find the older wells up
here along the east iine already at the peak limit, cne, Two,

three tarrels a day, quite a few wells.
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Q What is %he allowable per day on these wells on this
Aztec State Lease?

A Well, 1% 15 in the neighborhood of thirty-five, znirty-
s8ix, thirty-seven.

Q2 That 1a just the normal un't allowable?

MR, DURRETT: I belleve thet's all I have.

MR, NITIPTER: Mr. Fastler, ®Wias 18 your other witness
going to testify on?

MR, XKASTLER: He Is golng to tsstify to the form and
style of tne unlt sgreement 2ad the procese of the completlon
and executlon,

MR, JUTTAR: And testify as 1o the perimeter of 1t7

M2, KASTIZR: Mr. Bilvrey is wore famlliar with that
and I might ask ia just to oitline what the percentages are.

MR, NTPPER: I would apprecliete that, what they are
based cn.

MR, KASTLER: For each lease we have prepared -- Mr.
Bilbrey, you may need to refer to any agreement or anything
else which is not yetr 1in evidence,

M. BITPRTY: well, I had rot Intended to present this
in evidence; that was prepared for the operator n thils unit tco
unltize; and I will refer to 1t Just as® my notes.

HEDIRECT EXAMINATION

I
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BY MR, KASTLER:

&  Mr, Blibrey, what was the formula used and agreed upon
for the remalning primery partlcipation after unitization?

A Sixty percent primary reserves, forty percent current
rate, the curren: rate being April through September of 1963;
based on tnose months of producticn. The ultimate primary is
determined from rerformance curves setting the ultimeate primary
and then, of course, subtra:sling from that the cumulative pro-

uction, glving the primary reserves.

@ ind 15 iz my understanding; that the working irterest
owners in this ;roposgsed unlt area nave formed operators and
engineers commlsvees?

A That's rlght.

€&  And tnet these formulas were derived from the working
of that committer 2nd by agresment of all parties whose signa-
ture appear on :iie unit?

£ Yes.

% And have they been reviewed and approved in prellm-
inary form, at lezgt oy the United States Geologlcal Survey in
Foswell and Waghington¥

A Triey nave,

Q And have they been studied and appreoved and explained
to the Land Commilissloner?

A That 13 right. ¥#e covered that on the same trip when
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when we

19637

duced since Jetower 1, but zcvually sliiace whatever lesser
amount now remazng from the effective date to the first of the

month efter whi~-h thai{ nunber of barrels nae been produced, 1is

the cut

A

&

part of

tract cfurlng the secondary --

A

recovery as determined from the same curves that I previously

talked so Mr, Irby in April,

What were the number of barrels remaining on Uctober 1)

ot
Q
«t
1w
’_J
=
3
Y
(5
w
)

Remalining primary reserva
. Yes,
Five hundred eighty seven thousand,

And ag soon ag thig aumber o»f barrels has been pro-

off time f£rom the priaary particlpatlont?

T™hat's right.

And 1la =alculating the rate, what six months period
use’

April shrough Septenmber of 1963,

Up %o Qutober 1, 19637

That's right, 1t includes September.

And i3 that formula written into and subscribed a3 a
the Unlt Agreement?

That 18 right,

Now, whsat 13 the percentage =»f partlcipatiocn of each

It is based on 1004 of the tracts primary ultimate
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discussed.

of the entire pools production in primary --

A If he hzd -~

) If he had that same percentupge?

& If he had ten percent of the primary he would get 10%
of the secondary.

G And acreapge waegn's oongidered as such?

A That's 2ight.

G And rate of productlion for secondary recovery was
not consgldered?

A It was not considered., Of course, it 1s used in your
interpretation <f your performance curve, and in that respect
it comes irtoe 2lej.

MR, KASTIER: I believe those are the only gquestions
I needed to ask,
CRCSS EXAMINATION

BY MR, NUTTER:

¢ Let ne sec if I understand this: Your particlipatlion

1s divided in two phase systems?

i Filrst nvase and second rhase.
N The flrst _hase is based on S0% primary reserve and

40% current rate a8 Jevermined April tvhrough September of last

vear?

&

( In osher words, 1f one operator had certain proportions
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A Thattz zighs.
o} And the primary reserves were determlned from pro-
duction dezline curves less production up through --

A The prim2rv ultimate was determined through the use of
the decline curves,

G Right.

A And from that we got the reserves,.
G Vour orimary reszvvet lass vour cumulatlve productlion
through what dat=?

A I pelievas 1t 18 Ocsober 18%, i2% me check for sure,
though. Primarv reserves as of 10-1-63,

& Cc%ober 1, 1963, and at that tlme you calculated

there were 587 »lug, remalning?

A E,\BC’ L]
4] Arnd as socn as that 585 1s vroduced it zoes inte the

secondary recovery and that i8 =--

A Ané that ig from this da%e of 10-1-63, not from the
date of unitization.

Q@ As soon ag 587,000 barrels nave been produced after --

A Getober 1o,

4

-= Qoisobher 1

o
v
&

he 18%, then it goces into the seccndary
phase and that s 100 percent?
A 100 percenw,

Q Cf primary --
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A Jrimary.
Q - wLtlmnts recovery.
A Tag,

REDIRECT EXAMINATION

- Doas ¢ 507,461 arrels covep the re.aaining reserves

2

LA orlyh,y for this outliined iIn the yellow on

=
+3
&

Exhibit Numoer ns.

W Now, 11 the event less than all tract owners shouid

"

commlit thelr ‘acuressts to the Unlh, would that be reduced In
proportion 5o the »liary reservas of the non-consenting or
non-comaitiiag Hranun!

A ™Tat'y right.

Q Aad is gaca proluction provided for in the Unis
Agreenent?

K\ Is %s.

RESROSS EXAMINATION

BY MR, JTUTTHER:

'S Now, A~. 3llbrey, you stated that you nad not acthually
determined yat wilen aeans you should use for the casing tublng

program on the dual ianjectlon walls, &dilbit Number Nine which
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3,

ghowlng cementing and other detalled information on these wells

indicatas that 2% whe tlme 1% was prepared you were Lthlnklag of

ag, vaas was thls thinking Lased an?

rnb

the dual tuz!

A Yes, Ws211l, aftar I taliged %0 ¥r, Izrby &nd he gaid Lf

the Sansa Rosa was protected he would rermlt this other method,

I went »ack and found out there weren't %00 many protected in

that manner. I 21ad 1i8% pa2rsonally abowt glven ap the ldsa

ef golrg dews Groa wowales asd Ta0aght w2 acald Jist rave o
go Wilsh the 5ws sorlazs of tudbling; and I would say that for
Several week3 of iy «nzk T Ju3% assamed Zhat was the way we
would go. Aad shaen Hobbs cans ap Wlth #ome preliming estimateq
onl the caslags, and she nanagenment in Reswell thougnt we had
thod, 1f ¢

better 2onsidar als 35her de could 4o 15, and I

have siace 4ays wvecausse of Shis,

%
O
-t
¢

¥
“
ot

Q@  Than soar Talbilse Tlghs and Tea are the Tug possivle
meang <2 usiang sheze SWo InjecHlong wells?

A Yes, alr,

&  Now, hhass ape She two mebthods that were offered in
your letter of May Lith, %o ¥Mr. Irby; Ghat is correct?

A Mas lautes of May 15%h to Mr., Irdy, I was s3ill

Lie Lo~

under the impresnion

pressicn wWe wWara L

as shown on -~

Q Tan?

5y oatb bhls Hearing %o go wiun this

;nat wWe goald go -~ I was under

v

ane msthqd

®
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&£ == Ten; fthet 18 fthe annulus webthod, and then there
had been sowe tai« from Hobbs and Roswell since “hat uime that
indicates tnat the treating cost might near offset any savings
on the equipment; sc¢ therefore, we sU111 saven't made ap our
mind.

%  Now in his '‘letter of May 22nd, you reflsrrec 50 a
diagraratic skestch you furnished him; was that tiie same as
Exhivit Ten?

& Thau'z vrighs,

& He alsy says ne can refraln {rom obJectlng to your
proposal providing taat Stavements One through Four in the
Paragraph following Stvatement Four, and the diagramatic sketches
are entered into the record for the 01l Conservation Commisslion

without change; do you suvbscribe to Faragraphs 1 through 4,

or Section 1 thnoough 4 and sne Paragraph fellowing Cuae through Four,

and submit tiat you would follow this program without change
if you went this roule?
A If we do go this method we willi do this as pointed
out in the letter.
REDIRECT EXAMINATION

BY MR. KASTLEK:

) Which metnod of duai inJecilon 1s Shell using 1in the
Queen?

A They are dual inJecting but they are going through two
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strings of tabilng, I :don'tv Know whether they are form fit or not,
but they use -- for tie most part I think 5 and 1,/2 is their
smalleet, whareas hali of ours 18 -- halfl of our casing 1s

4 and 1/2.

MR. NUTFER: You have got everytihlng foom & and 1/2
£ Al: the way, yes., vactis drills a lot ol ulelr wells

& (By Mr. Kassler) But thelr plan is outlined in Exhibi
Eight is it not?

A Yes, that is my understanding that is Sneil's pro-
gram, Exhlbiv Elght. |

& If 2,034,000 parreis is 11,8, how much original oll
wae there in place, nhave you calculated that?

A Forty four miiiion something. L&t me refer o my
engineering report nere, I could do 1t better with a slide
rule, I believe. No, i doubie 1t, 22,057,000 originally in
place.

G And you expect that the secondary recovery would be
150% of the primary, or approximavely four million barrels?

A Right, 1 chink actually 4, 029,000; this is off of the
record, but Wwe are noping that by the tlme 1974 rolls around,
maybe we can ..nd scmeway to get tne remaining oii,

@ A little higher than that 150 percent?

®
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A We are nopilng that we wilill actually gev more than

-

50 perzent.

Do you antlclipste we fut all --

&

A It won't Le like maooting a sisuzun and ruuilng them
out, orce we cuoperate with Shell and jusy move along irom the

east and -~

o From east so west?
h p £ wm ey Sy - -
A Yen, from cast jo west,

% Now, vou stated from as far as you Kknew Lhz sactus
Lease cver tnere oun tie wetyv end was decliining raluer capldly
at this time, s¢ j;ou would anvicipate by the time you got o
that end of the unit, with converslion, that they would have
fallen off?

A That haz lLean our impresslon. Wiaen this engineering
report was prepared we stated just thay, that the betizr wells
were down there on bthe Cactus Aztec State, and by the time we
got down there ws {f2i3d tiaelr production would be down 5To such
that we could start flooding.

@ Aboub how loug do you thlak i¢ will taxe 1f you start
conversions oa the Jnlt down below on the east and start moving
west, howWw long wWiii sne entire progra take for coenversion¥

A I don's taiak I can invelligently answer your guestion,
I don't Know hi» las8s oulr peopie down in Hoobs can work.,

w Now, the water source faciiities and the waver

®
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injection plant will te balit for ultlmate --

A For thirty injectlions =--
L Initially, was 1it:

A Rignt,

Q@ It #lll jusy mean a4 wmatter of laying the line and
converting the liner

A The wabtsr supply itself from the Shell systea is al-
ready at our boundary and rcady to og used, 80 ail we nave to
do 1s start converting plant and facilities.

¢ Can it be sualted taat by the working latescst owiers
interest in whig8 vhat such completlons willi be done wi.sn all due
haste?

A I wilil see ¢ that. Our production is going to pot.

RECROSS EXAMINATION

BY MR, NUTTER:

-~

& I don't suppose Shell has had any response?

A I don't velieve they nave. They starced in February,
February, March, four or five months. I don't think they are
injecting theirs. I might state this: Not having kept too
close a tab on this, but vhey started injectling up in the north-
east, away from our line, and they have a so-called zone Four
which we do not have down in our other, and we started injecting
in our zone first, and I am not too famillar with that zone.

Q They have commenced inJectlon in their wells that are
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immediately cast of jyour Unitu Line?

a

A Ko, they nave not started on the line, to my knowledge.
& Ané do you &nitlclpesve that you will be aovle o start
injection at tne same time taney are ready Lo 8tart lojzevion
in their wells:«
A I assume e will, yes.

MR. NUTTER: Arc Shere any >ther quesziong ol Mp,
Bilbrey: You may Le zfcusad.

MR. KA 8R: We will call Mr. Bates EBoles.

* ¥ ¥

BATES BOUC L <« 5, having been iirst duly sworn, was examined
and tesiifiec as feollows:
DLRECT EXAMINATICN

BY MR. KASTLER:

] Please stave your full name, tiile and empioyer?

A Bates Boles, District Clerical Supervisor, Gulf 01l
Corporation as Roswe.li,

& What is your educailonal background?

A I have a degree from Uklahoma State University and
School of Business with an accounting major, I graduated in 1947,

@ Would you state your professional experlence?

A I have approximately seventeen years with Gulfl in
various clerical capacities, five years were spent at Hobbs

and five years at Odessa, as Area Clerical Supervisor, three

®
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years at Hourton, and the past year at Roswell as District
lerical Suporvisor.

o Are you faritllar with the Unlit¢ Agreement, ithe Exhibit

for the Unit and Unlt Cperator Agreeuwent zad Che staitus and

royalty interest owners classlificlatlons?y

HY Yes.

i Would you gilve the status ol the worklag Laterest
owners sign ap?

A Tc da%e, we have signed ratilfications on sixsy-five
percent of the working iniarest owners, and we have verbal
approval of 30 pewrcens, Walch 1s, Wwe feel we nave S5 parcent
approval.

@ Have any owaers stated they would not sign tune
ratification forms?

A Yez, ilammon, Wnt Jans 2pproximately three percenst
has a tract over the east side, has stated that he will not
Join the Unit Agreement at tiils time.

Q And are matiers being considered concerning either
the working lilnverest owners purchasing his land or entering
into a cooperative Line Agreement wlth him in the eveat the
purchase breaks down?

A Yes, there will be an attempi to purchase tnis tract.

However, Mr. lzamon stated that he would cooperate Wwish his

tract.
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MR. YUTTER: Now, JTake Hammon Uract comprises the northy
west guirter of Section 28 and has four wells on 1t¢

£ Yes, Now, ~he whols tract hzg approxinsately three
percent, Hammeon es ~- Thers are & ocuple 2§ otase worklag interegt
ownars.,
¢ (By Mr. Kastler) You would expect those worxking
interess owners Lo go along With Jake Hammon?

A Yes, we hzve a letier froa the other workiag laterest

owners statinz Snat heing asz Mr. Hammon is not golag to sign
o S &

they wilill noi sign at this ¢lme elither.

&3

Would yuu stabe She status o0 $aw poaysrify osw.ers
g8ignup?

A The:e 1o cnly one fee tract within the Unit Area, and
we have signed rasifications for 47 and 1/2 percent of the royalt&,
the remaining 52 and ./2 percent is owned by three memoers of
one family, and one >f the members or this family was in the
office last week and stated that thney would slgn, and we're
expecting thelr ratifications 1ln the nexuv day or ULWO.

& Therefore, you nave every reason to expect Ly the
effectlve date you Wilili have 100 percent royalty on tie commit-
ment?

A Yes,

¢ Has the wesu fearl Queen Unit rgreement veen drafted

after approval of the oll and gas leases involved?
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interest Owiiers formeG a cormlittee

e the satlsfacilion of
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which me
all the leasos Llavolved,
viie ovdinary grescuylted foo Yo
waterflceoding Univ Azroesements iavolved in Svale und Federal
Lands?

A Yes .,

@ Bave inziroaentd been subniited of the Unls agreement
to (he State Land 0ffice fouo thelr approval?y

A Yes, sir, sud represeantatives of Gulf ai rHoswell
enlisted the Unit divisioin in connecticen with these Lnctiruments,

G And has Guifl recelved approval and consent, preliminary
approval frowm the State Land Cffice?

A Yes,

& Bas tne Unlt Agrescanent Leen =xamlied Ly the US33,
both 1In oswell acd Wishingbont

A Yes, and tis acivlng director gave nls preliminary
approval to the Unlt rea by hls letter dated April 30U, 1964,

@ Does btne Unii Agrecuent provids ror exgansica of
the Unit Arear

A Yes,

< Does the unit agreement provide for selection of a
successor unlt operaitor in the eveal ol the remcval of Gulf 8o

to insure continued responslbility of operatlons?
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s, oeo8s0r ozerabor will e selected Ly 75 per-

‘
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<
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A

cent of the vouing intzrest subject to the approval of the

& What Zfoes the Unll %greoment pPro-lde o nion Joinder

ard subtequent ol lzvs?

the effectiv: dasz, %ne Unlt Cperabtor uill recorpute thoe tract
2 H

participatio: usiiz 512 orizlnal forrula, aad will ravise

[

Exnibit "A" and 57 %o the Tnit Agreenment which will uve effectlve

-
[

upon approva. of t.ag Sommissloaer aad Juservisor.

Sussequaniy

&3

A Suusequent Jjoilnders, any tract commituved alver the
effective dace Wwill 2 on 3uch a basls a8 negoetlated vy the
working interest ocwners and wae owners of thls tract, and will
be subject to tae auprovzi i vae Commdesionar aad Director.

% Wepre Sxniuviss Fourteen and Fifteen, are they two
coples of the Uull nnd Unit uperatlng Agreements respectively
which are being finally approved and aiscuved ac¢ thils time?

A Yed.

& And do you anderstand that otne order of the Commlssion
Will be so worded tuai your effective date and youar approval will
not become efiecitivé Withnouv che prellminary oo the {inal
approval, the preceeding final approval 3y e Soamlsaloner of

Public iLands and the Director of the U5GLH?

=
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A Yez,
¥R, FASZedR. I thinikc this concliudes tne guestloning
of the ultnes:,
ME., HUXLl:  are tacre iy Gus nCliE . Mr. Lo.egy
MR, DURRE)ZT: I have a gueadtiun.
CROSE EXAMINATIVH

BY MR. DURRELTI:

g My, Beled, i Jake Hammon aoesn't commit n.s acreage
here, walch 1g the ncorthwest of Sectlca 28 and you wiil have
a forty acre traci nere, I telieve, belonglug to Skeiiy; and in
Sectlion 21, which is tne soubawest of tne southwost wiich
would te ceontinuous only by a corner; isn't that correct?

A Thet's rigis.

5] Anc that still would remaln within the Unit?

A We.l tahat, of course, 18 a ary avle, aasd dxelly, of
course, nas already ravified tne instruments, aand we have dis-
cussed tnis matusr, .t o my Anowleags, we naven't Leen, as
Jake Hammon will cooperate, wWe nave not declded to take it outv
of the Unlt.

") It woulu s8tilil participate then?

A To my knowledge, yes.

“ Who owas tihc eas8t aalf of tne soutn haif of 3ection 20

1

it's undesignavcd on uvine previoas ZxhiLitv aere; 18 that Fee Land?

A Whicn one ig that?
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o I nozefovrang U0 Sevilion 20, uae souineast of the --

I mean the zagi axli T Lne soualneass, £0 acre Loacy directly

offsetiing w2 owes ) Yraci U0 the easus
B I dun’u Zoow, 09 yod Dave Li.h 748U, tnaw L8 3kelly,

e s + P [ P M dob - [ . .
the gam: leass, Sha. .8 the same lease:

MR, KasTLZ: It 13 aadeveloped,

i Iv s Gadeveiopod,
gl Y. vt b et i et R R TP
g (.;:J‘ FHr., Jurreit, LI i3 dacommiblbeda, thiens

MR, KodlL3R: No.

[

MR, DJRRITT aaw Jake Hauawod has svatsd ne Will enter
into 1line agreeneuss auv any rave and cuoperaie w.oh ohx fiood;
ls that correch©

A Yes, we nave a lietter from Hammon to that eiiect.

2 (By Mr. Durrett, 7Thank you. ihat's all I have.

Ditunes BEXAMINALICIH

BY MR, NUTTEL:. Jusi &8 & n&atter of curiousiiy, since this
particivatlion fcrmusie is pased on prisary reserve and primary
rates, how do you congute that sract participation since 1t was
a dry hole?

A Well, yvu know, 1t is a -~

MR, BILsREY: It has no participation.

w (By Mr. wutver) So, that tract is acutually not par-
tlclipating?

MR, B8IL38L£Y: That's right, same with three otfther
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it A The -2se ¢of Lhs
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gome pr>ducii~a on ~8438 W

NIRRT

MR
ik -

LI - T S e . S SRR T T s
tract dodn here, the %ac 0 asre Sracss Jdire

Hammon sn the wsa%; is the same Skelly

A Ther 2vs both LTraces,
MR. BILVARY dellis 1, 2 aal 2, &3
3 S9 that lz223e Wwill be partizl; atin
tract, and likewlss %4ha 42 3:1r3 bracs in Tni

where that dAry Lonls is,

MR. RILBRZIY- And that Just to the
there 1s a zas well L. the mllilps stralghs

the southwest of Zactlion 32 that was drililed

non productive 1o the Jusen, LU came v o
Q S0 1t 18 n.t gpartizipating?
MR, BIIZETY Alght.
Q Now, Mr. Zo.es, you s:3ld that o¢
committed exczz% & covple of wuenbers of one
words, you arc ascunlng thids yoa adve uhe ap

Conmmissiocner of fublic Land and the approval

one tract thait is Fee land is that Ferkse ftra

A That's right. And part of the sy

to it.

ould Lg particlpating
Lot s¥ell:

2Ly cifeeuting the

YW*_-*‘.:Z
T {cbls Shate.

o
2
oy
T
{g)
HI
(@]
s
¥
¥

northeast fumber 4

tract down In

the seven Alvers,
had all the royalty
family. I: other

proval of uwae
cf US3S and Yhen the

p b5
¢ty

kK's “ract unas agreed
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A

And g o7 She Timlly Just hasi't signed the papers?

e ews E £ - N P . 7. FSCS P, O .
TS, W onwry, of IoUrse, 0ur recarcs Wisre de Were

ondila 4ty o Mogper, and oviginalliy ~- A8 W& corvres-

we Coucd o0t e hat | Uran A4 Lo e 07 als o:1ldren,

zn we nid 1a sarn o o to uiaem, thet 1s the reason e are late

on that,

but on2 o @ cnildren was 1n the office a0 they

s - - 3 EPEE S, p ey o o E . - s T o omen o . ey -
said they wo 13 si7n, aixd h: has sizgned dn anothar waiterllood

that we hsve, 30 vwa Cfoel sare that sz will.

is the

A
12}

owners,

four berl

Yoo Tral $hat you w11l zet hilg signasure on shig?

L

R <y e e g remct Gasarm T oy
And tha FIu¥ QK16 l;lte;:g.:, FOA NAVE L LErIent

ﬁ

30 perzant wish vertal consent, 3 percent that say

Ll nos 8lzn; wierz is the tWo other percenu?

Onz of She tracts L3 this %24 Yract Number 1 which

federsl =ricu.

MR. BIiDAZY: It i3 she 40,
Ney, TS Teoaresents twanty-rour workluag interest
and Le 1s 1. wnz procees of sryilng o gign his twenty-

ore lie Will slgn with ub, zZnd he hasn't gotten all of

them vyet, Bo L weiliy don’ it know whay bis progress 1s.

~
A

»0ou are hoplng that thav tract will come in

o

I Gee,

and be signed”?

A

He rzels sure he can goet the working iluiuersut,

And that wiil account for 100 percent of the working




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE 243.6691

PAGE y2

Interest?

A -r.
¢ ] Tt e
Qo dey e ey o meg ARieeagel . AT 51 B iy e 2
Ko woi doad Al ly’ e u;"tlel” Q‘QES oLl DX I‘i&a s SOLEE ? YDU

may be excuamead,

TP A A Ty

MR, XASTICEH. I wWeouald Like tu nove for the cxniblis

Une through Fifteen 7o be introduced L1uto evidence or admicted

into eviden:za ab
{Whersupon, Applicuns's dxhibpits

One through Fifteen were offered
into evidence.)

MR, IUTTE: Fulltsy Exnibists (s sarcugn Fiiteen will
be admisted ins> svidiaso.

(4hereupon, Applicant's Exhibits
One through Fifteen were admitted
into evidence.,)

Do you have anyszain

e
k—b
P
¥y
It
oy
[:]
ry
A

they wish to offer in Casas 3005 and ZoLor

Wo will bake oie case under advisemens and call a {1fteen

minute recer.,




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE 243.6691

PAGE

43

INDEX
WITNESSES: PAGE
DCN BILBREY
Virect Examination by Mr. Kastler 2
Cross Examination by Mr, Durres 19
Redirect kExamlnatlion by Mr. hastler 23
Cross Examination by Mr. Nutter 25
Redirect Examination by Mr. Kasiler 27
Recross Examination by Mr, Mutter 27
Redirect Examinatlon by Mr. Kastier 29
Recross Examination by Mr, Nutter 32
LATES BCLES
Direzt Examination by Mr. Kastler 23
Cross Examlnation by Mr. Durrett 38
Cross Examnlination by Mr, Nutter 29
TXHTI=2ITS

Marked Tfor

Number Identification Ciiered Recelved
1 2 42 L2
2 2 4o Lo
3 2 42 42
L 2 ho L2
5 5 42 42
£ & ho 42
T 11 i§p Lo
& i Lo 4o
G 11 42 L2
C 11 I pite)
11 il 42 42
i7 17 o 42
i3 15 42 42
14 37 e 4o

15 37 42 42




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

PHONE 243.6691

PAGE LY

STATE OF NEW MEXICO )

) ss.
COUNTY OF BERNALILLO )

I, CHARVI.ES WAIKER, 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 01l Conservation Commission was reported by me; and that
the same 18 a3 true and correct record of the sald proceedings,

to the bhest of my knowledge, skill and ability.

L-Th - }
Witness my Hand and Seal this//7 day of C;ﬁ%%anT) 1964

NOTARY PGBLIb

My Commission Explres:
March 25, 1968.

1 do hereby aer+1f‘y that the forpgoing is

2 0o ‘. IS » gt of the =

%3 in
thi ;E.f.:‘a.._, 305"3“"
hea: . U, ol 196f
.................... . Examinet

New MexiCo 01l Conservation Commission




