A THE Eie REXICO GIL OCORMERVATICN COMMISIION. -
1% 45 YATTER OF T+ APPLICATION OF SKELLY ) -
STL COMPANY POk APPRGVAL OF A UETT AGHES- ) CASE .
)
)
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lﬂ}/\j
LN

HENT ¥YOR T#E SKELLY PRUROSE 3% UHIT IN Tik

LANGILTE=-ATTIX FIELD, Lk COUNTY, XEx HEXICO. FOLAL

HEARING

A P LICATLIO

Comes novw Selly il Company on behalf of itsalf and ethere and respect-
Tully states as {allowss

le That it is an owner and operstor of walle in the %ally Penrcse "
‘nit Area of the lLanglie=iattix Fleld, Lea County, tew Hexlico,

2, That in order to comduct secondmry recovery operstions aml to increase
1.e amount of ultimate recovery, aad therely ald in the comssrvaticn of all and gas,
and in order to proteet tie correlative rights of all partiss in the uUmit Ares, it
is necessary and advieable thaut the Skelly Pemrose &7 Unit in the Langlie-dattiz
7leld be established and appruved,

2, Tt tie area to Ye included in thig Init is desseridbed as followes

A2fi, and /2 Sl cese 6

/2 X8/u Bece 7

if2, Sifk, /2 Sifi. and &/ 3fL Sec, §
=/2 Seac,e 7

anc comtaining 2,612,146 acres, more or less, of both fee and state lands,

Le THAL the formation ssught to be wnitised is Linmt interval wnderiying
t~e it Area wileh is productive of Usitised Substanses snd the vertieal limits
of wideh sxtend from a point 10C fest abuve the base of the Seven Fivers fermation
to trhe bame of the Juewn formation said faterval been heretofore fomd to
ceour in Skelly 04l Cespany's ‘arrison “B* o, 11 well (losated in the M/L S/L
Section 5-T23837E, Lea County, New Haxloo) at an indiested depth of frem 3,271
fest to 3,663 feet, as recordad on the ‘romtier Perforetors Jasse :ay ¥ewdbron log,
rm fioe 1, taken Febrvary -, 1560, mid log being measwrec from & derriek floor
elevation of 3,327 feet above sea level,

3¢« Trat stbached eoreto and made a part hereo! ity reference is a copy
of the Umit Agreesent for the development and operstisn of the kelly Pemmose "
.nit, aleong witi ixhivits B and <, and that contained in mid Agreemest as :ixaibdt
A is & map showing the nit Area.

SELEFORY, FUEIISRS CORSIOBRED, applicant prays that tils Cammission,
a‘ter the giving of netice as required by law, set tiis application dewm for searing,
and that at the occoelusion of said hearing based on the evidence addused approve the
“nit Agreemenmt for the kelly Penross "F" Unit, and fer sush other orders, rules and
regulations as may be necessary in the prenises.

Heapooctfiully sulmitted,
SKELLY CIL -THpANY

by b i s o .
—-5?“’3' “a ﬁﬁ’
W& B
. . " 8. 5.
of Counsels w7, .
Le Te shiibe ~ Fonald ve Jacobs
Jilbert, -hite - Silbert s Attomeys

Zanta 7e, dew Fexico



BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION
IN THE MATTER OF THE APPLICATION OF SKELLY )
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OIL COMPANY FOR APPROVAL OF A UNIT AGREE- ) CASE NO.

MENT FOR THE SKELLY PENROSE "P* UNIT IN THE )

LANGLIE-MATTIX FIELD, LEA COUKTY, NEW MEXICO, ) FILED
HEARING

APPLICATION

Comes now Skelly O0il Company on behalf of itself and others and respect-
fully states as follows:

1, That it is an owner and operator of wells in the Skelly Penroge "B%
Unit Area of the Langlie-Mattix Fleld, Lea County, New Mexico.

2. That in order to conduct secondary recovery operations and to increase
the amount of ultimate recovery, and thereby aid in the conservation of oil and gas,
and in order to protect the correlative rights of all parties in the Unit Ares, it
is neceseary and advisable that the Skelly Penrose ™B" Unit in the Langlie-Mattix
Field be established and approved,

3, That the ares to be included in this Unit is described as follows:
pghin 22 South. Ranze
R) 8871 Sec. 3
w/2, SR/L, and W/2 NE/L Sec. 32
Ww
4 Sec. L
All Sec. 5
I, and E/2 SE/l, Sec. 6

2 NE/l, Sec. 7

N/2, 8BfL, /2 Sifi, and 8B/l Sifl, Sec. 8
W/2 Sec. 9

and containing 2,612.16 acres, more or less, of both fee and state lands.

Le That the formation sought to be unitised is that interval underlying
the Unit Area which is productive of Unitiszed Substances and the vertical limits
of which extend from a point 100 fest above the base of the Seven Rivers formation
to the base of the Quesn formation; said interval ha been heretofors found to
occur in Skelly 0il Company's Harrison "B No. 11 well (located in the /L SW/4
Section 9-T238-R37E, Lea County, New Mexico) at an indicated depth of from 3,271
feet to 3,663 feet, as recorded on the Prontier Perforators Gamsa Ray Neutron log,
run No. 1, taken February 9, 1560, said log being measured from a derrick floor
elevation of 3,327 feet above sea level,

5. That attached hereto and made a part hereof Ly reference is a copy
of the Unit Agreement for the development and operation of the Skelly Penrose "p"
Unit, along with Exhibits B and C, and that contained in said Agreement as Exhibit
A i» a map showing the Unit Ares.

WHEREFORE, PREMISES CONSIDERED, applicant prays that this Comdesion,
after the giving of notice as required by law, set this application dowm for hearing,
and that at the conclusion of said hearing based on the evidence adduced approve the

Unit Agreement for the Skelly Pemnrose "B" Unit, and for such other orders, rules and
regulations as may be necessary in the premises.

Respectfully submitted,
SKELLY OIL COMPANY

{ Dlm} m“ W. okoasiuo

By
“George W. Selinger
Urlginat Q'i':, an oy
Of Counsels By R. J. JACUcS
Le Ce White Ronald Je Jacobs
Gilbert, White & Gilbert Its Attorneys

Santa Fe, New Mexico
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IN THE MATTER OF THE APPLICATION OF SKELLY ) : ’2'_”/‘ /
OIL COMPANY FOR APPROVAL OF A UNIT AGRES- ) CASE NOow & !
MENT FOR THE SKELLY PENROSE "B* UNIT IN THE ) -
LANGLIE-MATTIX FIELD, LEA COUNTY, NEW MEXICO. ) FILED .
HEARING
APPLICATION

Cames now Skelly Oil Company on behalf of itself and others and respect-
fully states as followss

1. That it is an owner and operator of wslls in the Skelly Penrose "B"
Unit Ares of the langlie-Mattix Field, Lea County, New Mexico.

2, That in order to conduct secondary recovery operatiocns and to increase
the amount of ultimate recovery, and thereby aid in the conssrvation of oil and gas,
and in order to protect the correlative rights of all parties in the Unit Ares, it
is necessary and advisable that the kelly Penrose “B™ Unit in the Langlie-Mattix
Field be established and approved.

3, That the area to be included in this Unit is described as follows:

w/z a/t., and w/z NB/L Sec. 32
T 2 h
Secs L
All Sec. S
2 NE/L, Secs 7

N/2, SB/L, W/2 Sufl and SE/L S/, Sec. &
W/2 Sec. 9

and containing 2,612,16 acres, more or less, of both fee and state lands,

Lo That the formation sought to be unitised is that interval underlying
the Unit Area which is productive of Unitised Substances and the vertical limits
of which extend from a point 100 feet above the base of the Seven Rivers formation
to the base of the Queen formationj said interval s besn heretofore foumd to
occur in Skelly Oil Company's Harrison "B" Ne. 11 well (located in the /L SW/L
Section 9-~T238-E37E, Les County, New Mexico) at an indicated depth of frem 3,271
feet to 3,663 fest, as recorded on the Frontier Perforators Gamma Ray Neutron log,
run No. 1, taken February 9, 1960, sid log being messured from a derriek floor
elevation of 3,327 feet above sea level,

5« That attached hereto and made a part hereof bty reference is a copy
of the Unit Agreement for the development and eperation of the Skelly Penrose "P"
Unit, along with Exhibites B and C, and that eontained in said Agreenent as Exhibit
A 1s a map showing the Unit Area.

#HEREFORE, PREMISE3 CONSIDERED, applicant prays that this Commission,
after the giving of notice as required by law, set this application down for hearing,
and that at the conclusion of sald hearing based on the evidence adduced approve the
nit Agreement for the Skelly Penrose "B" Unit, amd for such other orders, rules and
sgulations as may be necessary in the premises.

Respsctfully sutmitted,
SKELLY OIL COMPANY

iignea) GEORGE W. osu...un

By ...
George W. Selinger
Original si. - R
of c‘\“ll By R. ). JACUSS
Le Cyuite Renmald J. Jacobs
Gilbe ynite & Gilbert Its Attorneys

, New Mexico
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa PFe, New Mexico
May 26, 1965

EXAMINER HEARING

IN THE MATTER OF:

APPLICATION OF SKELLY OIL COMPANY FOR A
UNIT AGREEMENT, LEA COUNTY, NEW MEXICO
Case No.

et N S e S St st Naant s e it st st “vmcat”

BEFORE:

DANIEL S. NUTTER

TRANSCRIPT OF HEARING

3257
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MR, NUTTFER: Call Case Number 3257,

MR. DURRETT: Application of Skelly Oil Company
for a unit agreement, Lea County, New Mexico.

MR, JACOBS: Ronald J., Jacobs, Tulsa, Oklahoma,
for the applicant, Skelly 0il Company. I have one witness--
may he be sworn, please,

* * %

A, H. HUR LEY, J R., the witness, having

been duly sworn, was examined and testified as follows:
DIRECT EXAMINATION

BY MR, JACOBS:

Q Please state your full name, by whom you are
employed and in what capacity.

A A, H, Hurley, Jr., Skelly 0Oil Company, unitization
engineer.

Q Have you heretofore testified before the Commission
as a unitization engineer?

A I have not.

Q Please briefly outline your experience above the
high school level.,

A I graduated from the University of Tulsa with a
Bachelor of Science degree in petroleum engineering, in 1954,
I was employed by Gulf 0Oil and its subsidiary, Minigrande

0il Company, as a production and reservoir engineer for eight




dearnley-meier reporting service, inc.
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)

years, and have since been employed by Skelly for the past
three years as reservoir and unitization engineer.

Q  In your present capacity as a unitization engineer,
do you deal with the formation of units on which Skelly is the
operator, dr jdihs as a participant in the units?

A I do.

Q  Are you familiar with the unit known as the Skelly

Penrose B Unit, Lea County, New Mexico?

A Yes.

Q Did you prepare the unitization agreement for this
unit?

A I did.

MR, JACOBS: Are there any questions as to the
witness's qualifications?

MR, NUTTER: No, sir. Please proceed.

MR. JACOBS: I hand you what has been marked for
identification Exhibit 1, which is unit agreement for the Skell
Penrose B Unit of Lea County, New Mexico. In general, what
type of unit agreement is this, Mr. Hurley?

A Basically it is the Federal form unitization
instrument, notifications of the API, form agreement.

Q As part of the unitization agreement or unit agree-
ment, as Exhibit A to this agreement there is a map, is there

not, showing the unit area?
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A Yes, sir.

Q Please turn to that, and would you discuss from
the map, or read from the application, for the record, the
description of the unit area.

A The unit area is outlined as in the legend of
Exhibit A to the unit agreement, and do you want the legal
description?

Q Yes, please,

A It consists of the following portions of Township
22 South, Range 37 East: The north half of the southeast
quarter of Section 3l. -- Excuse me--the east half of the
southeast quarter of Section 31; the west half of the southeast
quarter and the west half of the northeast quarter of Section
32. The following is Township 23 South, 37 East: The west
half of the northwest quarter of Section 4; all of Section 5;
the northeast quarter and east half of the southeast quarter of
Section 6; the north half of the northeast quarter of Section
7: the north half and southeast quarter and north half of the
southwest quarter and southeast quarter of the southwest
quarter of Section 8, and the west half of Section 9, all in
Lea County, New Mexico, containing 2,612.16 acres, more or
less,

Q There are both fee and state lands within the unit

area, is that correct?
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A That is correct.

Q What is the purpose for the formation of this unit,
Mr., Hurley?

A The purpose is to conduct secondary recovery
operations in the Langley Maddox formation,

Q The unitizing interval is the Langley Maddox
formation?

A That's correct. That is a State definition of the
Langley Maddox Pool interval.

Q And contained in the unit agreement is a definition

of this interval, is that right?

A Yes, sir,

Q Please read that definition of the unitized inter-
val.

A "It is that formation underlying the unit area

which is productive of unitized substances in the vertical
limits , which extend from a point 100 feet above the base of
the Seven Rivers Formation to the base of the Queen Formation,
said interval having been heretofore found to occur in Skelly
Oil Company's Harrison B Number 11 Well located in the south-
east quarter of the southwest quarter of Section 9, Township
23 South, Range 37 East, Lea County, New Mexico, at an indi-
cated depth of from 3,271 feet to 3,663 feet, as recorded on

the Frontier Perforator gamma ray neutron log, Run Number 1,
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taken February 9, 1960, said log being a measure from a derrick
flow elevation of 3,327 feet above sea level."

Q Is there any unusual provision of the unit agree-
ment--is it pretty standard for this type of unit?

A It's the standard form that has been in use, in-
volving State and Federal lands, and is patterned after the
East Vista Unit.

Q What is the participation formula contained or
included in this agreement?

A It is a two-way formula. First, it is to be in
effact until 314,747 barrels of oil have been produced from the
unitized formation after April 1, 1963. The Phase 1 formula
is 50% current production for the period January 1, 1963 to
April 1, 1963, and 50% remaining primary recovery as of April
1, 1963. The Phase 2 portion oé the form, which will go into
effect after the already mentioned 314,747 barrels has been
produced, is based on 100% of ultimate primary recovery.

Q Is it your opinion and feeling that the operators
who commit their interest to the unit--that this form will best
protect correlative rights of interested parties within the
unit?

A It is,

Q The producing interval, you say, is the Langley

Maddox Pool. What is the approximate stage of depletion of

wells in this area in that pool?
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A As of January of this year, the maximum or the
most productive well in the unit area was making 7 barrels a
day, and we had wells making as low as one-half barrel a day,
and the average per well was about three barrels per day. The
entire area is approximately 89% depleted by the primary
method.

Q It is your opinion, is it not, that it is necessary
in order to recover secondary oil, to institute as soon as
possible a waterflood operation within the unit area?

A It is.

Q In order to protect the correlative rights of all
interested parties within the area, is it your opinion that a
unit agreement is necessary because oil will be pushed across
normal lease lines?

A That is true.

Q I call your attention to Exhibit 2 on the wall,
and let's start with the unit to the north, in more or less a
brown color...the Langley Maddox Penrose Sand Unit, Is that
unit in effect now?

A Yes, that is operated by Ambassador 0Oil Corporation
--went into effect April 1, 1964.

Q Are they flooding the Langley Maddox Pool at the
present time?

A Yes, they have about five wells under injection,




o
| ot
as
[
e
j ——
=Tt
o
e ¥ &
f e
—
f S
=
[ T
fo o
S
(- L]
Qo
]
S
a
| —
| .
<<
a
- —}

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

T120 STMMS SLDG. ® P, O, BOX 1092 ¢ PHONE 243-8491 & ALBUQUERQUE, NEW MEXICO

e 8

and are expanding to full scale now.

Q Immediately to the west of this unit and to the
north of the red unit, the Skelly Penrose B, is another
operator flooding the Langley Maddox Pool?

A Yes, all that area to the west is Humble's State
N Lease, and under flood at this time,

Q And the red is Skelly Penrose B, which is the
subject matter of this application?

A Right,

Q What about the unit colored in purple, which is the
LA Penrose A?

A That unit received preliminary approval of the US
Geological Survey in Washington, and is currently being dis-
tributed for signup.

Q What about the unit to the south, colored in green,
the Skelly Penrose C?

A It is in the engineering stage. An operators'
meeting has been held and an engineering committee has been
charged with developing plans and operations to proceed with
the unit.

Q The entire general area, then, of the Langley Maddox
is being flooded now, or is contemplated to be flooded in the
very near future, in order to recover secondary oil underlying

and within the Langley Maddox Pool?
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A Yes,

Q And in your opinion it is necessary to institute
secondary recovery means in this area, so that the oil that
would not otherwise be recovered, will be recovered?

A That's right.

o) What is the status of the signup in the Skelly
Penrose B Unit; and I direct your attention to Exhibit 3.

A Exhibit 3 lists by tracts the current working
interest and royalty signup and percentage of total unit
signup, based on Phase 2 of the unit participation of the
tract; and without going into great detail at this time, we
have 92.88020% of all working interest, based on Phase 2
participation, signed under the unit area, and 90.55910% of
the royalty under the unit area. We have assumed joinder of
the State of New Mexico, based on preliminary approval of the
Commissioner.

Q The Commissioner has given preliminary approval
to the unit?

A Yes.

Q I notice on Exhibit 3 the anticipated unit total
as of July lst, which is the anticipated effective date of the
unit?

A That's right.

Q I notice that you anticipate that 100% of the
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working interest will be signed at that time, and in excess
of 99.7 royalty interest will be signed at that time,
A Yes.

Q What is that dependent upon?

P

==
a5
o>
e 24
| ——
oo
[
fan¥ $]
famens
R
L ——
]
3.
fu S
|
—
(-4}
(-]
]
=
a>
| —
| —
[
a
b —

A There are three owners of both working interest and
royalty--J. P. Carson and Mr. Hokum and Mr. Uppham, who are
involved both as royalty and working interest owners in Tracts
3, 4, 5 and 6, Mr,., Borg, who operates Tracts 4 and 6, has
signed this unit agreement, and has agreed on a purchase price,
and is currently negotiating to purchase the working interest
of these three parties, at which time they have stated that
they will sign the unit agreement, which will give us 100%

signup on Tracts 3, 4, 5 and 6. On Tract 14 we expect Mr.

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 S$1AMS BLDG. o . O. BOX 1092 ¢ PHONE 243.4491 & ALBUGUERQUE, NEW MEXITO

Redburn, who operates the tract, to sign the unit operating
agreement before the effective date,

Q By the effective date of the unit, then, the only
people who remain unsigned are two small interests, whose interest
is being held in suspense because you have been unable to
locate these people?

A That is correct.

Q The unit agreement contemplates an absolute

effective date of the unit of July 1, 19652

A Yes.,

Q And that is the reason we are here at this time,
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seeking approval of the Commission for the unit agreement, so
we can attempt to get it effective by that date?

A That is correct,

Q In your opinion, will approval of the unit agree-
ment by the 0il Conservation Commission of New Mexico be in
the interests of conservation and help protect correlative
rights of all interested parties?

A It will.

MR, JACOBS: That's all the questions we have. I
offer Exhibits 1 through 3 in evidence.

MR, NUTTER: Exhibits 1 through 3 will be admitted
in evidence. Are there any questions of the witness? ~~ You
have not as yet filed an application for approval of a secondar

recovery project?

A No, sir,
Q That will come later on?
A We expect, because of the press of time and because

our water supply wasn't quite established until just recently,
We expected to get the unit agreement appfoved and put the
unit in operation, and then come to the Commission for approval
of the plan.

Q You do have preliminary approval of the Commiss-
ioner of Public Lands to the agreement, including the partici-

pation formula?

N4
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A Yes, sir,
MR, NUTTER: Are there any further questions? ...
The witness may be excused. Is there anything further anyone
wishes to offer in this case? The case will be taken under

advisement.

STATE OF NEW MEXICO )
} ss
COUNTY OF BERNALILIO )

I, ELIZABETH K. HALE, Notary Public and Court Reporter,
do hereby certify that the proceedings in the foregoing case
were taken and transcribed by me, and that the foregoing is a
true and correct transcript of proceedings to the best of my
knowledge, skill and ability.

IN WITNESS WHEREOF, my hand and seal of office this 7th

day of June, 1965,

./'

- ‘ 4 a .;,// R
/ Notary Public

e
-

My commission expires

May 23, 1968.

I do hereby wvertify that the foregoing is

a corplein reserd of 4¥s wroceedings in

the Exuscur
heerd by o

¥ P2 10ar

{64 Msxico Uil Consarvation Commission




