BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Roswell, New Mexico
November 19, 1969

REGULAR HEARING
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Application of Kincaid & Watson
Drilling Company for a unit
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TRANSCRIPT OF HEARING




MR. PORTER: Case 4254.

MR, AATCH: Case 4254, Application of Kincaid
& Watson Drailling Compary for a unit agreement, Eddy
County . New Mexico.

Are vou planning on combining 4255?

Mk, HINKLE: Yes.

MR. HATCH: Shall we call Case 4255 to save

MR PORTER: Mr. Hinkle, before we get uncer

way with that case, I would like to have just a moment

here
We will take about a five-minute recess.
{Whereupon., a short recess was taken.)
MR. PORTEER: The hearing will come to order,
vlease.

MR, HINKLE: Case Nc. 4234 has just been

2alled., which is the application of Xincaid & Watson

[¥]

f~r apmroval of unit agreement. The next case. 4255, is

42 companion case in that it's an application of approval
for a waterflood proisct whics is co-extensive with the
uri%t agreement.

I would like to move at this time that Case

5 pe consolidatec with Case 4254 for purposes of

wn
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taking testimony.
MR. PORTER: Cases 4254 and 4255 will be
consolidatec for the purpose of taking testimony.
MR. HINKLE: We have one witness, Mr. Robert
Fitting.
(Witness sworn.)
(Whereupon, Applicant's
Exhibits 1 through 3 were

marked for identification.)

ROBERT FITTING

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

examined and tastified as follows:

DIRECT EXAMINATION

BY MR, HINKLE:

Q Stats your name and your residence.
A My name is Robert D. Fitting. I live in
Micland, Texas. I am a consulting petroleum engineer

and geologist.

0 You are a graduate petroleum engineer?
A Yes, sir. from Stanford University.
0 Have you previously testified before the

New Mexico 0il Conservation Commission?
A Yes. sir, I have.

Q Your qualifications as an engineer are a



matter of reccorc with the Commission?

A Yes. sir.

MR, PORTER: The Commission accepts the
witness as nqualified.

0 {By Mr. Hinkle) Are you familiar with the
application of Kincaid anc Watson Drilling Company in
Cases 4254 anc 42552

A Yes. sir, I am.

0 What is Kincaid and Watson Drilling Company
seexing to accomplish with these applications?

A Thev are seeking to waterfliooc¢ the northern
part of the Eest Recd Lake Queen Fieléd.

0 And also for aprroval of the waterflood

A Approva.: of the waterfiooc project and also
a unit agreement for the area.

0 Have you made a stucdy of this area?

A Yes, sir, I have. The East Red Lake Queen
Fielc is separated in ¢two vparts. There is a northern
part that is separatec from the southern part by two
wells shown on Exhibit 1, the map.

They are Kincaid and Watson labeleé Leonard

T,

Wells. that are certainly cry holes. The producing



wells to the rorth appear to be in the same separate
reservoir.

0 Have you prepared or has there been prepared
under your direction certain exhibits for introduction
in this case?

A Yes. sir, there has. Exhibit 1 is an area
map of the Rec Lake East Field Area showing the unit
outline with the proposed injection wells, the initial
injection welis in red and the three additional wells
that will be placed on injection shown as dashed tri-
angles.

The unit outline is shown as well as the
other wells drilled zo ths Queen Sand within a radius
of two anc one half miles from the center of the unit.

0 You macde mention of the fact that the portion
which is in the proposed unit area is separated from the

other portion of the Red Lake Pool.

A Yes. sir.
0 Wil: you explain that?
A We rade a study on Exhibit 2, which is a

book of the material presenteé to the Commission on

this hearing. On page thirty-one is a structure map cof



the Queen herizon and it has very little characteristics
other than being a monocline of limited area.

We attemptec a net pay correlation and it
was impossible with the information that we had to
determine an eguitable cdistribution of pay earth from
the electric logs or from the sample logs of the wells
that were c¢rillec in the area.

0 Refer to the structural map, which is the
last page of Exhibit No. 2, and explain that to the
Commission.

A It's a Queen Sand structure map with all of
the available points taken primarily from electric logs.
It shows a monocline:; no anticlinal structure. This,
in my opinion. is a stratographic trap.

0 In other words, there's no structural condition
te cdetermine the bouncdaries of the unit particularly?

A No, sir. It appears to be controlled to the
east by a change in facies from a sand to a shale and by
permeability cifferences to the west.

0 Now. I believe vou have testified to start
with four injeztion wells?

A Yes. sir.

0 Anc vou contemplate that there may be three
Y



additional injection wells; is that right?

A That is correct.

Q Now, refer to the diagrammatic sketch, which
is typical of the manner in which the injection wells
will be completed. which is the thirc¢ from the last
of Exhibit 1.

A On page 29 is a diagrammatic sketch of the
injection wells program. It shows the surface casing
with the number of sacks of cement, where the oil string
was set and the number of sacks used in each one of the
initially proposed injection wells.

The two-inch tubing will be plastic lined
and a packer set above the perforated interval. The
intervals anc the packer cdepths are shown on the dia-
grammatic sketch.

Q Now. the next exhibit in Exhibit No. 2 --
that is from the next to the last -- is a reduction
decline curve. Woulé you explain that to the Commission?

A The production from all of the wells in the
unit area were collectecd frém the state records and each
one of them -- the individual leases are shown from page
13 through 27.

These were combined into a field total on a



per well per month procduction basis starting with page
ten ané going through twelve is the field production.
This field production was plotted with the left hand
column, the ©i. procuction per well per month and time
along the basis.

This decline graph clearly indicates that
the fielc is in the last stages of primary depletion
and that without real conservation as far as spending
money, these are non-economic wells at the preset time.

Q Now, have the working interest owners who
have acreage within the proposed¢ unit area agreed
upon a particivating formula?

A Yes. sir. Several meetings were held and
a study was mace of the reservoir. It was decided
that it was impossible tc use any geological definitions
of net pay anc that the most factual bkasis that could be
used was the number of wells with the estimated ultimate
oll recovery if each of the tracts as cdetermined from
c¢ecline graph analysis. the cumulative o0il recovery of
the indivicdual wells and the acres that were assignec to
these indivicdua. wells.

From this study it was cetermineé¢ that the

most equitable way to divicde the unit participation was



on the hasis o0f seventy-five percent of the cumulative
0il recovery and twenty-five percent of the unit acres
or wells which. of course, were the same so that they
hac complete agreement from all of the operators as
tc this participation formula.

0 Are you familiar with the formal unit agreement
which is proposed to be used in this case and copies of

which have been filed with the apolication?

A Yes, sir,

Q Who is cdesignated as the unit operator?

A Kincaid anc¢ Watson Drilling Company.

0 Is the formal unit agreement substantially

the same form as heretofore been useé¢ and approved where
all state lancs are involved?

A Yes, sir.

0 Do y»u know whether or not the Commission
of publie lands has approved the formal unit agreement
in this case?

A Yes, sir. Exhibit 3 is a letter from Mr.
Bilberry stating that he approved the form and content
of the unit agreement.

Q Now. is Kincaid and Watson seeking approval

of a project allowable in this case?
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A Yes, sir. It would be much easier to operate
and procduce the unit if we did have a unit allowable

and we so reauast.

0 That is in accori with Rule 701 of the Com-
mission?

A Yes, sir.

o} What is the status of the execution of the

s

unit agreement by the various working interest owners?
A As I understand from Mr. Watson this morning

that at least seventy-five percent of the unit has

t.

[

alreacdy signed and agreed to

Q Ali »f the working interest cwners have, through
your meetings vou have testified to, formally agreed to
commit their interest to the unit agreement?

A One nundred percent of the operators and interest
owners have agreed to the proposal of the water inijection
and the unit by letter ballot.

The vercentage signing that I spoke of was
the signing of the formal agreement. We anticipate no
trouble in getzing all of the interest owners to sign,

.} Have you mace any calculations as to the

recovery you anticipate through water injection, secondary

recovery?
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A We attempted a volumetric study of the
reservoir and triec¢ to make a material balance, but
it was extremely cifficult to come up with figures we
thought were azcurate. We had but one core analysis that
was of the may zone and unfortunately this well was drilled
at a later time in the life of the reservoir., which never
proved to be a good producer: but, it dic give us some
basis for comparing. But, still, it was not considered
good enough tc use sc that as an arbitrary figure, we
used¢ an amount equivalent to the primary oil recovery.

0 And that is shown in Exhibit No. 2 to be
222,500 barrels?

A Yes, sir. It's interesting toc note that
the field to cate has produced 223,439 barrels ~-- not
to date, this is to the end of June of 1969, 223,439.
The differences in the 222,500 to that fiqure is that
we assumed an economic limit in the primary production
where we believe most of the operators are operating at
a loss at the present time.

o} Do you know whether or not Kincaid and
Watson is seeking administrative approval or would like
to have the right by the order of aporoval to have

administrative approval in the future of additional
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injection wells?

A Yes, sir. We propose cnly the three additional
and we believe that that shoulcd adequately waterflood
the area.

C In vour opinion, if the unit agreement is
approved will it be in the interest of conservation

and prevention of waste?

A Yes, sir, it will.
0 Wiil it tend to protect correlative rights?
A Yes, sir.

MR. HINKLE: We would like to introduce into
evidence Exhibits 1 through 3.

MR. FORTER: No cbjection? Exhibits 1, 2
ané 3 will be admitted.

MR, HINKLE: That's all we have.

MR. PORTER: Dces anyone have a question of
Mr, Fitting?

CROSS EXAMINATION

BY MR, NUTTER:

0 Mr. Fitting, azain, what was the percentage
of working interes* cwnership that has been committed
to the unit to date?

A The commitment by letter ballot was one hundred
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percent on the creation of the unit and the participaticn
formula. The agreements have only recently been circulatec
and I am told by Mr. Watson that seventy-five percent of
the unit has been return=¢ as of tocay.

0 But, the participation formula was stated in
the letter of agreement to unitize?

A Yes. sir.

Q So. vou do have one hurdred percent cf agreement
to the formula?

a That is correct.

0 Now, with respect to the mechanical construction
of the well as devicted on Exhibit 29, I see that each
well would have a packer installed anc that injection
would be through tubing.

A Correct.

0 Is it your propnosal to use plastic lined tubing
on these wells?

A It will be plastic lined as shown on page
three, item six. What we propose to do is clean them
out ané then circulate hot water and equip the tubing
and the packer with plastic coating before we use it.

Q Noew. the anulus then between the tubing and

the casing car be loaded with an inert fluid, can it not?
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A Yes, sir.
0 Would you be agreeable to equipping that

anulus with a »ressure gauge at the surface to detect

leakage?
A I would prefer it that way; yes, sir.
0 Ancd the primary production to date has been

223.400 barrels. 1 believe as ycu stated on page three
of Exhitit No. 2. you estimate that approximately the
same amount of segondary oil woulé be recovered from
the waterflood?
A Corract.

MR. NUTTER: Thank you. That's all.

MR. PORTER: Does anyore else have a question
of Mr, Fittinag? He may be excused.

(Witness excused.)

MR. PORTER: Does anyone have any further
testimony to cffer or any comment on the case? Cases
4254 anc¢ 4255 will ke taken under advisement.

Cali Case 4256.
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STATE OF NEW MIXICO )
) ss

DUNTY OF BERNALILLO )

I, CLENDA BURKS, Court Reporter in and for the
County of Bern:lillo, State of New !Mexico, do hereby
certify that the foregoing and attached Transcript of
Hearing before the New Mexico 0il Conservation Commission
was reported v me; and that the same is a true and correct

recorc of the said proceedings to the best of my knowledge,

skill and abil:ty.
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‘ v A 2l
" Notary Public A

My Commission Expires:

March 12, 1973




