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1 MR. UTZ: Case 4509.

2 MR. HATCH: Application of Continental 0il Company

3 for an amendment of Order No. R-2016, Lea County, New Mexico.
4 MR. KELLAHIN: If the Examiner please, may the recor?
5 show the same appearances and that the witness has been sworn

6. and qualified.

— 7 MR. UTZ: Yes, sir.

2

g; 8 (Whereupon, Exhibits 1 through 3 were marked for

a5 9 identification.)

=

ps 10 VICTOR . LYON,

(- L)

- 1 having been previously duly sworn, testified as follows:
12 DIRECT EXAMINATION

13 BY MR. KELLAHIN:

NEW MEXICO 87103

Z
s
x
3
8
Yy
f s 14 Q Are you familiar with the application of Continental 0il
: 2 zS
f: . 2 i
3 s gg 15 Company in Case 45097
e ggm
R .
b $ 3z 16 A Yes, sir.
& = 22
: € Sy . . .
‘ X 3 17 Q What does the applicant propose in this case?
s 2k
é §§ 18 A Case 4509 is the application of Continental 0il Company
%ol
» §E 19 for ameéndment of Order Number R-2016 to permit commingling
z 53
T80 20 of Maljamar-Paddock production from the Mitchell A and
T "
w X0
é S: 21 B leases without the necessity of first metering the
& o0Z
o - g
a aan
= g2 22 production from each lease.
£ 0z
£ 9z
E ;2 23 0 Now, referring to what has been marked as the Applicant’s]
3 iz
< ‘_':‘r;
g 5z 24 Exhibit Number 1, would you identify that exhibit?
25 A Exhibit Number 1 is a location plat showing the two
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leases involved in this application. ‘The Mitchell A
Lease is shown outlined in red and consists of the north
half of Sections 19 and 20 and outlined in blue the
Mitchell B T.ease which consists of the west half -- let
me start over.

The west half and the west half of the east half of
Section 17 and the east half and east half of the west
half of Section 18 and the souﬁh half of Sections 19 and
20 all in Township 17 South, Range 32 East, Lea County,
New Mexico.

The one producing well from the Paddock on the A
lease 1is circled in red. This 1is Well Number 1, located
in Unit "A" of Section 20. The Paddecck producing wells
on the B lease are shown circled in blue and these are
Number 10, which is in Unit "O" of Section 17, Number 11
which is in Unit "N" as in lancy of Section 17, and Well
Number 15 which is located in Unit "L" of Section 20.

There is a boundary marked by the dotted line. Thi#
is the participating area for the . C. A. Unit and it
really has no bearing in this case because that unitl
unitizes the hydrocarbons in the Grayburg-San Andres
Formations only and does not extend to the Paddock

Formation.

low, there have been some additional Paddock Wells on

this Mitchell A Lease, have there not?

Lo L
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Yes, there have. This plat ié not entirely up to date.
Those wells which have the "P" beside them and are not
circled as 1 have described, have been recompleted to the
Grayburg-San Andres and are producing unitized substances
at this time. They are not producing into the battery
that we are talking about today.

Now, referring to what has been marked as Exhibit Number
2, would you identify that exhibit? -

Exhibit Number 2 is a tabulation of the most recent well
tests taken on these two leases. You will note that these
tests are almost a yvear old and then to give more recent
information, we have tabulated the individual well pro-
duction for December and the total lease production for
January.

When I left the office, they had not broken this
down to the individual well production, but it has come
{0 our attention since this last test was taken that the
meters which were measuring the production from the two
leases separately, prior to commingling, had deteriorated
to the extent that we could not rely on the test infor-

mation.

wWhen this information came to light, we ordered the

production from the Mitchell A lease to be shut in so that

there would not be any furthexr commingling and recognizing
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approval from the USGS to commingle thesevtwo leases and
allocate production on the basis of well test. The meterT
which were in use are of an obsolete manufécturer and we
have concluded, after considerable study into the matter,
that it just is not feasible to repair those mefers. They
would have to be replaced and the reserves remaining on
the Mitchell A lease just do not justify this type of
expenditure.

You say you did contact the USGS? 1Is all this acreage
federal acreage?

This is all federal acreage.

You did receive approval from the USGS to commingle on
the basis of well test calculations?

Yes, sir. Exhibit 3 is a copy of the letter we received
from the regional oil and gas supervisor authorizing us
to commingle the two leases and to allocate on the basis
of monthly well test.

And this is exactly what vou are asking approval of this
Commission for?

Yes, sir. The USGS approval was made contingent upon
like approval from this Commission.

How do you propose to handle these well tests and how.
frequently will you make them?

e propose to test the Mitchell A Number 1 monthly into

a test tank and to allocate production to the lease baseq
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A

on that well test.

Now, 1is there a difference in the ownership as between
the A and the B lcasesg?

Yes, there is. The Mitchell A lease carries a five
percent royalty rate and, in addition, there is a seven
and a half percent overriding royalty burdening the leasd.
The Mitchell B lease is a straight twelve and a half
percént royalty. The royalty in both cases goes to the
federal government.

Now, how about the overriding royalty owners?

They were sent copies of our application when we mailed
it to the Commission on Janualry 13th of thié year. We
have received no objection from any of them and, in fact|
have received one letter of concurrence. We did not
reéuest their consent in the lettexr by which this was
sent to theq and do not expect to receive other replies.
Now, do you consider the commingling on the basis of well
test an acéurate means of measuring the interest of the
two leases?

No. It is not what I would call an accurate mewns of
distributing or allocating production, if you look at
accurate as being precise. I think it gives us a good
indication of the amount of production that we would

receive cach day, but we believe that the granting of

this application will prevent waste in that the well on
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1 the A lease will be shut in if we cannot commingle on
2 this basis and consequently the granting of this applicatiion
3 would permit the production of oil which, otherwise, would
4 not be produced and as to correlative rights, we recognide
_ 5 that this method of allocation is not precise but we feel]
Lo 6 that the interest in the A lease would rather receive an
;_ 7 allocated share of production and the royalty from it than
ad>
g; 8 royalty from no production at all which means no royalty.
]
2;‘ 9 Q It isn't economically feasible to meter this production
=
-~ 10 from the A lease, is that correct?
a
-
11 A That's correct.
g ¢ 12 Q Were Exhibits 1, 2 and 3 prepared by you or under your
= ~
> ©
5 o 13 supervision?
< u
)3
‘ > 3 14 A Yes, they were.
:Es
;- y uo 18 MR. KELLAHIN: I would like to offer in evidence
e o x
X g U
- b3
= 2 5: 16 Exhibits 1, 2 and 3.
£ a2
i § 3 17 MR. UTZ: Without objection, Exhibits 1, 2 and 3
;g
i 0 18 will be entered into the record.
i
55 19 MR. KELLAHIN: That completes the presentation of
g g oz
E «® oW
=3 20 the case.
. e
) ¥ oo
22y 21 CROSS EXAMINATION
2 o2
o oo
8 2 22 BY MR. UTZ:
5 28
3 g% 23 0 Is it my vunderstanding, ®r. Lyon, that there's four
4 3
< a b
g 2 24 wells in question here?

25 A Yes, sir.
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l! Q And only one well on the A lease?
2 A Yes, sir.
3 Q So, you propose to test the one well on the A lease and u+e
4 the subtraction method?
s A Yes, sir.
6 Q How much o0il does the A lease make?
— 7 A Well, before it was shut in, it was making seven to eight
ad>
g: 8 barrels a day. I don't know the exact fiqures, but it
L)
v 9 was in the range of from, I believe, six to eight barrels
= a
pee 10 per day.
ad
B 11 Q What was the total production, roughly, out of four wells}P
é o 12 A Let's see. The wells on the B lease have a very slight
x -~
8 § 13 decline rate and it looks like they were making about
z s
§ Iz 14 sixty barrels a day between the three of them, so this
. 3wz
: zs
E - @3 18 would make a total production of sixty-six to sixty-eight
4 E 22 16 barrels.
B - Ouw
R '
8oy 17 Q Now, how often did you suggest you run this test?
w *0
g 3u
Z 23 18 A - Monthly.
I 2
< oud
523 19 Q Monthly?
% 3 20 A Yes, sir. This was the USGS's request.
£ s
3 82 2 MR. UTZ: Other questions of the witness? He may be
g 2%
8 2 22 excused.
z 03
z 0z
2 0r g3 (Witness excused.)
A
< 20
g 22 o4 MR. UTZ: The case will be taken under advisement.
25 The hearing is adjourned.
o . - I !
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, GLENDA BURKS, Court Reporter 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 0il Conservation Commission was reported by me;

and that the same is a true and correct record of the said

proceedings to the best of my xnowledge, skill and ability.

A
~ 1 s

< zjféﬂi Lt fos

Court Reporter

i do revehy cariify that tbhs 2

3 . 3 o o cam in
£ o 7 L ST
3 h - b TA?\\,/:,),/ < /\ . ‘157,./.\
e S g

o 7 P S'—\:%:\/ —— -
.H/éfl(.(.\_\.(v L BPERLET RS RIY, o
Ver ¥osico 01 Qoneorvation Couiouiad

.

e 0 Seam —_— S




GOVERNOR

BRUCE KING
O1l. CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO L;NL[!’_: iﬂ“:‘;ﬂg‘gﬂ
P.0. BOX 2088 - SANTA FE MEMBER

87501
STATE GEQLOG!ST
A.L.PORTER, JR.

March 4, 1971 SECRETARY - DIRECTOR
Re: Case No. 4509
Mr. Jason Kellahin Order No. R-4115
Kellahin & Fox 1i -
Attorneys at Law Applicant:

Post Office Box 1769

o ?
Santa Fe, New oo Continental 0il Company

Dear Sir:

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

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director 4%

ALP/ir
Ccopy of order also sent to:

Hobbs OCC X

L - o Yatal
LAaLLCTDLa UL G

Aztec OCC

Other




BEFORE THF OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATIONM
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF COMSIDERING:

CASE No. 4509
Order No. R-4115

APPLICATION OF CONTINENTAI:. OIL COMPANY
FOR AN AMENDMENT OF ORDER NO. R-2016,
LEA COUNTY, NEW MEYICO.

ORDER OF THE COMMISSION

' BY_THE COMMISEION:

) This cause came on for hearing at 9 a.m. on FPebruary 24, 1971
"at Santa Fe, New Mexico, befcre Examiner Elvis A. Uts,

NOW, on this_ 4th  3day of March, 1971, the Commission, a
guorum being present, having considered the testimony, the recoxd,
. and the recommendations of the Examiner, and being fully advised
" in the premisas,

FINDS

(1) That due public notice having heen given as required by
iaw, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2} That the applicant, Continental 0il Company, was
authorized by Order No. R-2016, cated July 7, 1961, to commingle
the Maljamar-Paddock Pool production from ita Willjam Mitchell
“A* Lease, comprising the N/2 of Section 1% and the N/2 of Sec-
tion 20, with the Maljamar-Paddock Pool production from its
william Mitchell "B® Lease, comprising the W/2 and the W/2 E/2
of Section 17, the E/2 and the E/2 W/2 of sSection 18, the 5/2
of Section 19, and the 8/2 of Section 20, all) in Towuship 17
South, Range 32 Fast, NMPM, Lea County, New Mexicoc, after
separately metering the production from ecach leasa with meters
equipped with non-reset totalizers and samplers.

(3) That the applicant now geeks the amendment of said
Drder No. R-2016 to permit the commingling of the Paddock oil

o rgp— i

t
H

i
i
i
§
i
|
i
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CASE No. 4509
Order No. R-4115

production from said Mitchell "A" and "B" Leases without -cparatelr
wetering the production from each of the leases prior to the com- |

mingling.

: (4) That the Mitchell "A®" Lease has one producing well and
- the Mitchell *B" Lease has three producing wells.

(5) That each of the above-described wells is capable of
- only low marginal production.

(6) That the applicant proposes to test monthly the produc-
tion from the well on its Mitchell "A" Lease and to allocate the
production to its Mitchell "B” Lease by the subtraction method.

(7) That approval of the subject application to commingle
;production prior to measurement will result in economic savings
. to the operator, prevent waste, and will not violate correlative
'rights.

(8) That Order No. R-2016 should be superseded.

IT I8 THEREFORE ORDERED:

(1) That the applicant, Continental 0il Company, is hereby
authorized to commingle prior to measurement the Maljamar-Paddock

Pool production from its William Mitchell "A" Well No. 1, located
in Unit b of Section 20, with the Maljamar-Paddock Pool production

from its William Mitchell “B* Wells Mos. 10 and 11, located in

Units O and &, respectively, of Section 17 and Well No. 185, IOCItOé

- in Unit L of Section 20, all in Township 17 South, Range 32 East,

BHIH, lea COuily, New rexico,
{2) That the Maljamar-Paddock Pool production shall be
allocated to each of the above-described leases as followss

{(2a) Determine the total monthly production from
the two leases.

(b) William Mitchell "A" Lease production shall
'~ be equal to the monthly production of «ahe
Mitchell “A® wWell No. 1 located in Unit D
of Section 20, Township 17 South, Range 32
East, as determined by monthly production
tests on the well.
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CASE No. 4509
Order No. R-41l15

(c) William Mitchell "B" lLease production shall
be equal to the total production from the i
two leases less the William Mitchell "A* §
Lease production as determined above and j
shall be allocated among the three wells _ ;
on said lease on the basis of quarterly i
well tests,

(3) That che results of the monthly productivity tests g
required for the Mitchell "A™ well No. 1 as described above shall |
be filed with the Commission's District Office at Hobbs, New
. Mexico, on Commismsion Form C-116 each month until further order
. of the Commission. f

(4) That Order No. R-2016 is hereby superseded.

(5) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem nocoaslry.-

DONE at Santa Fe, New Mexico, on the day and year hereinabowol
designated.

STATE OF NBEW MEXICO
OIL CORSERVATION COMMISSION

BRUCB_‘ KIXG, Chtirg{n i
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(Case 4502 continued)

CASE 4503:

CASE 4508:

CASE 4509:

N
CASE 4510:

TOWNSHIP 14 SOUTH, RANGE 35 EAST
SECTION 34: N&/4

TUWNSHIP 15 SOUTH, RANGE 35 EAST
Section 3: NW/4
Section 4: S/2 and NW/4

In the matter of the hearing called by the 0il Conservation Commission
on its own moticn to permit Penroc 0Oil Corporation and all other in-
terested persons to appear and show cause why the intentional deviation
of Penroc 0il Corporation State Well No. 2, having a surface location
360 feet from the South line and 330 feet from the East line of Section
28, Township 17 South, Range 28 East, Empire-Abo Pool, Eddy County,

New Mexico, to a bottom hole location 123 feet from the South line and
149 feet from the East line of said Section 28 should be approved and
why the allowable assigned to said well should not be reduced to off-
set any advantage gained by said bottom-hole location over other
producers.

Application of Continental 0il Company for the assignment of djscovery
allowable and promulgation of special pool rules, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks the assignement
of an o0il discovery allowable to its SEMU Well No. 10 located in Unit
F of Section 29, Township 20 South, Range 38 East, Warren-Devonian
Pool, Lea County, New Mexico. Applicant further seeks the promulation
of special rules for said pool, including provisions for 80-acre
spacing units.

Application of Continental 0il Company for an amendment of Order No.
R-20156, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the amendment of Order No. R-2016 to permit the commingling of
Paddock 0il production from its Mitchell A and B leases in Sections
17, 18, 19 and 20, Township 17 South, Range 32 East, Maljamar-Paddock
Pool, Lea County, New Mexico, without first separdtely metering the
production from said leases.

Application of Amerada Hess Corporation for amendment of special pool
rules, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks the amendment of Order No. R-510, which order established
special pool rules fer the Bronco Siluro-Devonian Pool, Lea County,
New Mexico, to permit the assignment of allowable to wells in said
pool on the basis of the statewide o0il allowable rules and to no
longer require tne taking of bottom-hole pressure tests.
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MOST RECENT WELL TESTS
MITCHELL '"A'" AND MITCHELL ''B'' LEASES

WELL DATE

Mitchell "A'" No. 1  4-26-70
Mitchell "B'" No. 10 4-17-70
Mitchell "B No. !l 4-18-70

Mitchell "B" No. 15 4-19-70

December Production

Mitchell 8" No. 10 &N
Mitchell “B' No. 11 825
Mitchell "B" No. 16 566

Total Hitchell "B" Lease 1862

January 1971 Production

Mitchell ''B" Lease 1761

ol

GOR

1875
1100

829
1040

Exhibit No. 2
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RECHIVED
ROBULS QIVISION

UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

NS i3
Div.ou.?.'grj [l;' Drawer 1857

Roswell, New Mexico 88201

Cmr'v.Ccord.! <

Cﬁgfi?ental 0il Company

P U Box 460
Hobbs, New Mexico 88240

Attention: Mr. G. C. Jamieson

Gentlemen:

Your letter of October 20 requests approval to modify the commingling

system for Paddock production apprcved by our letter of August 2k,
1961, leases Ias Cruces 029:05(a) and 029405(b).

You now propose to commingle Paddock production from well No. 1
Mitchell A, lease Las Cruces 029405(a), with like production from
Mitchell B lease wells, lease Las Cruces 029405(b), without prior
measurement, and to allocate Paddock production to each lease on
the basis of periodic well tests.

Your proposal to discontinue separate metering of commingled
Paddock production from leases Ias Cruces 029405(a) and 029405(b)
is hereby approved subject to like approval by the New Mexico 0il
Conservation Commission. The tests used to allocate production
should be monthly tests, and your Iessee's Monthly Report of Sales
and Royalty, form 9-361, should show all computations used in
allocating production to each lease.

Siuncerely yours,
-4 -/
JEC [ el i f X

N.~0! FREDERICK
Regional 0Oil and Gas Supervisor

December 15, 1970
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3-2-71 BEFORE THE 2'L CONSERVATI'ON COMMiSS;ON
/ﬁ) CF THE STATE OF NEW MEXTCO

IN THE MATTER OF THE HEARING

CALLED BY THE OlL CONSERVAT1ON

COMMISSION OF NEW MEXJCO FOR
E PURPOSE QF CONSIDERING:

CASE No,
. I Order No,
l . \“ e
| _ - Y
APPLICATION OF CONTINENTAL OIL COMPANY B
FOR AN AMENDMENT OF ORDER NO. R-2016,
LEA COUNTY, NEW MEXICO. -

DORDER OF THE COMMISSTION

BY THE CCMMISSION:

This cause came on for hearing at 9 a.,m., on _ _February 24 , 1971,

at Santa Fe, New Mexico, before Examiner __ Elvis A. Utz .

NOW, on this__ day of March 197l | the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of tre Examiner, and besing fully advised

in the premises,

FINDS:

{1} That due public notice having been given as reguired by
Commission has jurisdiction of this cause and the subject

(2) hat the applicant, Continental 0Oil Company, was
authorized by Order No. R-2016, dated July 7, 1961, to commingle
the Maljamar-Paddock Pool production from its William Mitchell
"A" Lease, comprising the N/2 of Section 19 and the N/2 of Sec-
ticn 20, with the Maljemar-Paddock Pool production from its
William Mitchell "B" Lease, comprising the W/2 and the W/2 E/2
of Section 17, the E/2 and the E/2 W/2 of Section 18, the §/2
of Section 19, and the 8/2 of Section 20, all in Township 17

South, Range 32 East, NMPM, Lea County, New Mexico, after

separately metering the production from each lease with weters

equipped with non-reset totalizers and samplers.

R




;igE No. 4509

(3) That the applicant now seeks the amendment of said
Order No. R-2016 to permit the commingling of the Paddock o0il
production from said Mitchell "A" and "B" leases without
separately metering the production from each of the leases
prior to the commingling.

(4) That the Mitchell "A" lLease has one producing well and !
“the Mitchell "B" Lease has three producing wells.

(5) That each of the above-described wells is capable of
only low marginal production.

(6) That the applicant proposes to test monthly the produc-

” tion from the well on its Mitchell "A" Lease and to allocate the

—

i production to its Mitchell "B" Lease by the subtraction method.

(7) That approval of the subject application to commingle
fgproduction prior to measurement will result in economic savings

- to the operator, prevent waste, and will not violate correlative

{8) That Order No. KR-2016 should e superseded.

IT IS THEREFORE ORDERED:

(1) That the applicant, Contirental 0Oil Company, is hereby

authorized to commingle prior to measurement the Maljamar Paddock !

1 ” e YE

Wi { ( My / 3 { < ’

Pool productlon from 1ts William Mitch=1l1l "A" ﬁeasewweemprrStng
. L " \J 7 i\ . N - "' ”\ Sy e B ‘
s / _ 1

e AP ot -SEert o199 andthe- E/ 3 Section ? with the

‘,

fMaljamar Paddock Pool production from its William Mltchell "B

we (s Na=, 18 oxn !r,!fﬁ{~ RIS N GRS ’JnW’“= s ;f*

Laaee compr1s1ng the W/2 and the W/2 E/2 of Sectlon 17, the
B N S D SR TI C PR W R S YY) ,,,% B R R

EL2 and-the” F/Z W/E -0f .Section 187 the .S/2-cf Section-A9y.- aﬁd !

the . -8/2--0f -8=rtion 20, all in Township 17 South, Range 32 East,
NMPM, Lea County, New Mexico,
(2) That the Mal’iamar-Paddock Pool production shall be

allocated to each of the above-described leases as follcws:
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(a) Determine the total monthly production from
the two leases.

(b) william Mitchell "A" Lease production shall
be equal to the monthly production of the
Mitchell "A" Well No. 1 located in Unit D
of Section 20, Township 17 South, Range 32
East, as determined by monthly production
tests on the well.

(¢) William Mitchell "B" Lease production shall
be egqual to the total production from the
‘ two leases less the William Mitchell "A"
. Lease production as determined above..

(3) That the results of the monthly productivity te;;L

/
. required for the Mitchell "A" Well No. 1 as described gpége

Qshall be filed with the Commission's District Ofﬁicé!at Hobbs,

;;New Mexico, on Commission Form C-116 eagh.méﬂéh until further
i‘order of the Commission. |

;~ Ef (4) That Order No:fR426i6 is hereby superseded.

(5) That jg;isdi;tion of this cause is retained for the

" entry of sgch*further orders as the Commission may deem necessary.

P

“mANT ! Santa T Wesig AMmard cos - = An an ——— :
O DCNE ab Santa Fe, NeWw Mexico, on the Gay and year hereinabove

designated.
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