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~ Lea County, New Mexico..

- ____ BEFORE TH®_ . : : ¢!
'NEW MEXICO OIL CONSERVATION COMMISSJON
CONFERENCE HALL, STATE LAND OFFICW ~ LILDING s
SANTA TL, NEW MEXICO '
June 28, 1972
" EXAMINER HEARING I

A

IN THE MATTER OF:

Application of Pubco Petroleum -
Corporation for Special pool rules),

e

g

' CASE NO. 4748 ‘

ran .

Application of Harding Oil Company
for a discovery allowable and o | :
special pool rules, Lea County, New CASE NO., 4749 3
Mexico. SR &

N Nt et Yl il Nt Nt g Nl Sl Nl Nk S St St

BEFORE: ,Eivis A. Utz - ‘ ' ) %
S Examiner . v

TRANSCRIPT OF HEARING
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i’ i .
: CMR. UTZ: Case 4748,
- 2 | | |
e - MR, HATCH: Thc Application of Pubco Petrolaum
. ad 3 4 : : N
[ C : Corporation for special pool rules, Lea County, New Mexico.
‘ T think we need a decision as to whether we are going to
: ! § ’ ' ’
t s SRy hear thase cases at the sawe time, Caseé 4748, thée Application -
e é ~of Pubgo, and Case 4749, the Application of Harding Oil.
‘5 MR, HINKLE: Clarence Hinkle of Hinkle, Bondurant
%{" < 3 N . : - ,
L ‘E’ and Christy, Roswell, New Mexiec; appearing on behalf'of  }
_,,_,% N - - 9 et et e e e s e T - IS et b ot i ———
3 r; E Harding 0il Company. ‘We would like to enter our appearance
ot @B 10 | ‘ . ' |
B g in Cases 4748 and 4749, and we have no objection to
] | n| f - |
& E; %’ consolidating the Cases for the purpose of taking testimony.
; —— - :u, v ) . ; . . . ) .
] Fl g 2 Mk, BUELL: Sumnay Buell of Montgomery, Federici,
LE & o5 i3 g o | o | o
= ts " | aAndrews, Hannahs and Morris, I would like to enter my appearancy
“9 o e - ) ot el B T ’
- 5 £ wy on behalf of H. L. Brown, Jr.
; Tz . . ) . ¢
i 2% 15 MR. SPERLING: James Sperling of Modrall, Sperling,
il 54 o | ~ . |
§§ 16 Roehl, Harris and Sisk, Blbuquerque, appearing on behalf of.
T 93 A - L ‘
:Eg ia 17} pubco Petroleum Corporation in Cases 4748 and 4749. We have
SE Py : - .
; F th 8 | 16 objection to the consolidation of the ‘two Cases for the
w : . . .
3 8 :5 19 . L :
4 g0 purpose: of testimony.
3 i1z ‘ :
§ E gz . MR, UTZ: In absence:of objection, Applications
i L] . .
£ o 4 L ‘
2 E :g 21 | 4748 and 4749 will be consolidated, for the purpose of
g : ll. + -y . ) . ’ e u:«--:
2 éf 2 | testimony. v
32 . | |
o g Te 23 . MR, HATCH: I have a question that I would like
R b i ‘ ’ . :
. E S 24 Mr. liinkle, HMr. Sper’ling and Mr., Buell to review for a
" 5|, moment before we proceed.
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Tn the Affidavit of Publication for Case 4749, there
was. something left out. The pool name is the principal thing

that was left out,

St

MR. HINKLE: -T-don't think that makes a whole 16t

of difference, it is identifiedlby Toﬁnship and well
identification.
MR, HATCH: I am not Gisturbed about it, but I

don't know about you or Mr. Sperling;l‘

MR. HINKLE: Jim; the pool name is ‘the only thing

:fi;E{?out, the Township and Range and discovezy well are all

identified.
MR, SPERLING: I have no objection te pfOceedihg.

MR. HINKLE: I have none,

Mr. Speéling, how many witnesses do you have?

MR. SPERLING: Two.
, "EMR; UTZ: iHow maﬁy_wftneSSes\db you“hévé,'EE;
Hinkle? S
| MR. HINKLE: Three.

MR. UTZ: Will all five witnesses stand and be

sworn at this time?

(Whereupon, five witnesses were sworn simultaneously

by Mr. Hatch.)
MR, UTZ: You may proceed whe';you are ready

Mr. Sperling.

. - 3 o
N 1
S "2
:‘;>
| Y
) (4h) 3
_ e
R L 4
- O 5
.'"< 6
—_— ~ .Z;;-'-‘t,
§§ 7
S
=L :2 8
EE - 0 T
¥ — R
N - 10
: QO
FE E% 11
L >
Yo
c 2 12
TEL
i @ of 13
=g
i AT
a e
W 15
1 3z
P ' :
s 3 6
ox
.28 0L
O 28 17
it e@
“:(
2 18
4 3
| o
4 Zs 19
X
£3 . " ‘}:
! ir
! I 5 ~
x ® .
* e 21
E 68 v
: ¥ ,
iz R
. ar
f‘;. °T 23
: © 32
"g g
B 25
A
-

<MR; UTZ: “Cases 4748 and 4749 have been called.
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MARION CAUSEY,
was calledias a witness and, having been already duly sworn,

testified as follows:

" DIRECT EXAMINATION

""BY MR, SPERLING:

Q " Would you pleasé state your name?

A Marion Cauéey.

Q By whom afe youhemployed and in what capacity?

i I am empld?ed by Pubco Petroleum Corporation and my

bresent position is Permean Basis Exploration Manager

in Midland, Texas.

Q How long have you held that position?

A i Singe the first of the year, " -
,Q ' Have you ever, on any~pte§§3hsrécéééioh, teétiﬁ}ed ﬁééo;e
the New HMexico Oil'cbﬁservation-Commission S0 éhétlfouf
qualifications axe a matter of recoré?
A ' No, I have not. | ’ .
Q Would you please‘give us a briefcrgggme df yoﬁrv
, » R
education and professional training?%nd'experience
relative to the position you héid?
A I haée‘é Bachelor of Sgienbe begiee in geology from the
| University,of Southérn Mississippi; I have a M. S, begree
'“in geology from the University of”Tenhééséé.

I was
‘emﬁioyed by Phillips Petroleum Company as a petroleum

‘geologist from 1957 to 1962, primarily working in




PAGE ) 6
1 ~exploration 'of the- Permean Basin in the southeastern 1
u 2 New Mexico area. I was employed fram 1962 unti1'.>1968 i
85 3 ' by Mobil 011 Corporation as an exploration geologist ‘‘‘‘‘
2 4 ' prlmarxly workz.ng in southeast New Mexico. I
S ij s o From 1968 until the present 'tiﬂie, I have been 1
- s - :
P .& 6 .employed by Pubco Petroleum :éorporation.‘ I am a member I
; e ‘-E: 7 _=-of the American ,Assoc"i’a.tio‘n of Pet;rxo"lv'eiim Geologists,
E" S 8| Q Now, Mr. Causey -- |
o ogd 9 " MR, SPERLING: Are Mr, Causey's qualifications -~
. r: % 10 | Accepted? ; | |
\( = 11 MR. UTZ: Yes, ‘they are. x
. r‘i =5 A : ol N :
. '% 2 12| Q (By Mr, Sperling) ~ Ht. Causey, would you please now
e 2
.L ggg 13 o refer to what has been marked as Exhlbit 1 J.n th:.s case,
| {»‘ o gg | “‘ Case 4748, and explaln brlefly the purpose of that
§ Eg 8 : ‘Exhlbit and what 1t is desxgned to show"
" 5z
{: A §§ 16! A ' .Exlublt l is a scale of one inch to two thousand feet,
: ok S :
: [4 ‘zg | | which is indicated on the ‘map, and is outl,i‘ne‘d as the o
- ] : : . : :
A éé 18 - proposed Hunﬂ)]‘.ie}f'éity?-strawn*»Pool area comprising '
ii gf o | ‘Seotions 6,7, 18, 'in Township 17 South, Range 38 East;
; 2 S
i; ?:5 2| ~ and Sections 1, 2, 3, 10, 1I, 12, 13, 14, 15, 4n
B éj 21 Township 17.South, Range 37 East.
! .z . v
g §§ | We have also deqignated on ‘the map, the Lovin ato n
L: _. g%’ 38 " Rast and.Lov:mgton Northeast pools. ;
55 ,’ 2 : Also ‘marked on the Exhlblt is the disc,overy well 4
g ) s of the Ilumble CJ.ty-Strawn Pool, the Harding 0il Company
ot "
[
{ ) f\;..»\ R

T

1”
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l ift 1 Mumber 1 weil.
- _iz 2 : Ekhibit 1-A is a geological cross-section which
( ;Ee . 3 has be;en indicated ~on Exhibit 1 by two rea lineé,,,, T E—
,f? ’ | 74 | des;gnated B to B' and A to A', Beﬁresented on this
- 5? 5 Exhibi “ls the-clectric lugs and the radioacéi;é IOgs' A
_ _éé 6 of the stratogranhlc section on datum from the top and
.EE 7 mlddle of t ;ennsylvaﬁiaﬁ65trawn. The scalb of this
;; §§ 8 map is a vertlcal scale of one 1nch to loonfeet and a
" , Eg .9 ”horlzontal scale of twe’ve 1nches °qua1ing one mile --
i 'ég" 10 o s MR. UTZ: Vhy don t you give us the datum°
ﬁ Ei 11 ] A (Continuing) This is not a stru tural sectlon, tgis
.@; ?%“3 12 is my intnrpretation of the Lovington Bast and the
i; 'é§4\§§, 13k = Lov1nqton Northeast S?rawn area and the d,gncv'vy“géll,
ﬁ ‘ggu 14 the Hardlng 0il Company Number 1 thpp. @pekgiSCOVEry
t N el .
’;“ ;E 15 well is p;oduc1ng from 1imestone'offthe~Pennsylvanian~
ég gg‘ 16 | Strawn at an average depth of approximatelv 1,450 feet.:
?ﬁ’ »ig 17 . I believe the Humble Clty-Strawn Pool is producing from
:: %E ig " a stratographic trap whlch resulted from a bank or a
ii g; 19 |- reef buildup within the Strawn.
{3 Eg 201 Referrlng back to Exhlb;t 1-A; within the area
5 e : ,
: §§ 2{.~' mapped, T believe there are three different 7‘ennsylv.smlan-
~{;A %g 22 B Strawn banks or ‘reefs prod&éing. |
| %g a3l I haveﬂdesignated these banks as Strawn Bank B',
Ea ‘ ‘
éﬁ ia 2% | Strawn Bank B and Strawn Bank'Cc, - b
é; ) és e The red on the,c;bsSmse;tion iﬁdicgtes the producing
e E
'8

T!N

b )
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R o R e
1 believe is the prevalent zone which produces in the

-

interval in each well in this zone. Designated as the

Strawn B' and colored in green on both cross-sections,

Humble City-Strxawn field.
This cross-section which started with the State

Shell Monty Number'l,QQVSection 14, Téwnship 16 South,

- Range 36 East, was a dry hole which penetrated the

Strawn,

The Southwest Production Corporation Monty
State C in Section 24, Townshkip 16 South, Range 36 East,

wgs‘completed from the Strawn and has since been
abandoned with an accumulated production of ‘4,114 barrels

-

:Which was~preducéd from'7/14/69.

 The next well is the Monty State Number 2 in

Section 19, Township 16 South, Range 37 East and it is

also producing from the Strawn. These two wél;s agéi 4%#“,

producing from the Strawn at the B' bank.
The Tidewater Monty B Number 1 in ‘Section 19,

Township 18 South, Range 37 East is still producing from

what I have designated the Strawh Bank C and has an o

e ,

2156 barrels of o0il and.

accumulativé‘prodnct?on of 325
was completed 3/56/53 and is still prédﬁcibé.

The Cetty: 0il Corporation Monty D Number 1 in
Section‘IB,Jfowpship 16 South, Range 37 ERast, is a

" dry hole.
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The Pennzoil United State C Number 2 in Section 17,

Township 16 South, Range 37 East, was completed from

what I believe to be the middle bank, or the Strawn -

Bank B. This was completed on 6/25/69"and$up to '5/1/72

‘had an accumulative production of 286,215 barrels of

oil.

These are the wells I have used on the croés-section,‘

© the A to A' cross-section.

“On the B to B', starting with the first ﬁéll, the
Amerada Petroleum State LC Number 1, in Sectiin 1,
17 south, 36 East, was a dry hole,

The Skelly 0il Corporatlon Taylor Number 6 in

17 South, 37 East, was a dry hlle in the Strawn.

The Tidewater Oii'State“Buﬁamber 1 ‘in Section 5,

‘17.Soufh; 37 East, was complieted from the Strawn Bank

B' and had an accurmulative total,producﬁicﬁ_Qf,GOozé?
varrels of oil. Ityﬁaé been ﬁpandoned.h

The Tidewater Baton Number 1 in Section 5, 17
South,i37'East, was completed 3/3/52'§gd'is abandoned

and produced only 58,751 barrels of oil from the Strawn

Bank B'.
The Tidewater State Number 1 in Section 4,

Township 17 South, Range 37 East, was completed 8/29/51,

and is abandoned. The total accumulated production was

tL9,647 barrels of oil. It was also completed in Ehe

P
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Strawn Bark B,
The 11dewater 01l Company State Eugene Number 1 D

in Section 32, 16 SOuth, 37 East, was completed from

what I believe to he both the S:irawn B' and the Strawn

Bank C. It perforated both banks and has a total

accumulafivn‘p-_“- tionrof:420,765 barrels of oil and

is st111 producing.

‘\\~The last log on t 22 cross-section B to B' ig’

“the Shell 0il company State Number 1 in Section 28,

16 South,;-37 & vas a dry hole.

If X couldﬂgefer you now to Exhibit 1 again, the

solid blue contouf'line on this Exhibit represents the

lower and mlddle Strawn as was designated on the cross-

section A to A' and B to B*. The lsopach was contoured }

:V\

‘at 250 foot 1ntervals and the green lsopach contours

Jtepresent the isopach of what I have designated as tﬁe

Stpawthank B'. It is also contoured at 250 foot
infervals.

_T&ﬁis isopach-does not repiesent a nettporosity and
does not indicate that all portionsxof she‘Strawn B!

along the trend as mapped would be porous and permeable.

I do feel that the limlts of the green outline represent

th1s “bank or reef trend across the area mapped.

Along the trend that we have mapped, we’should

anticipate and expect separate carbon‘buildups of poroﬁs

v
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11

. Even though the wells from both. of the areas may be

.perﬁeable rock and I believe thié3is the case in the

area under consideration.

I believe the lHumble City-Strawn Pool is prqduCing‘

from the same bank as the Lovington East field, but it

>

is separate carbon buildup.

The discovery well in the Humble City-Strawn Pool,

the/narding 0il Combany Shippnumber 1, was some 287 feet

structurally lower than the edge well of the Lovington
East field; the Tidewater Staté‘U Number 1 located in
Section 4,’Township 17 South, Rénge357 East., I

might also poin£ ocut oh Exhibit 1 that the values on

the map underlined in green beside each control point,

intervél. The blue beéide each control point represents“"
 £hefthickness of the isopach of the lbwer and middle

~Strawn intexval. . . :

-

Mr. Causey, i take it from what you have said, that you™

feel there is a separation between the Lovington East

field and the Humble City-Strawn Pool; is that.your

conclusion?

That is cerrect. B ) - B S

producing from what you have designated as the Strawn
B' Bank?

That is correct.

A
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1 o 'N‘o/i{:,”does the fact that the wells which are located

- ;o . ‘ i : N

‘ L 2 in the Lovington East Pocl which you have referred to
Bes o

_ 9) 8 and which you have shown on your cross-section and which
_ 4 are abanden=zd; support that conclusion in view of the.

,. 5 recent production encountered in the Humble City-Strawn

o ‘
& 6

Pool?

y, meier & mc cormic

7| a Yes, I think that is correct. -

- 81 o Now, do I understand from the configuration of the
i 9 mgaﬁiiaii—i‘mi“ifﬁé‘""i:’h‘i’é’ﬁ\'rv:un‘sv across the Humble City-Strawn
! . 10 Pool, that you have concluded that that is the limit

-

1n of possible Strawn p‘roduction from the area or 1'; there
4 E: ® tho possibility that these other members that you have
e ‘gsgg“—is _ww_identifiéd"‘ may indicate production to the north?
: - x ® ' :
ﬁ §§ 4| a 1 believe that we have the possibility of production ,
2 ;S 18 from the north. Presently there are two proéucing wells
= [ N i
r: gg 16 \/wwithin the Humble City-Strawn Pool developiﬁg production
] < ; R
t: 3;" 7 from other Strawn‘;zbn“es which I have designated as the
. ?,E 18 Strawn Bank B and the Strawn Bank C to the north.
5 b ~ <
L! %; 19 I think this is substantiated by the production in ‘
A I,
i: %% 20 the Lovington Northeast and the Lgviaggon East Pool
r, N ‘é% ‘21‘ area whéxe.we piickxvv{xp“.these two zone»s a? they moye to |
f%‘i E’E 22 the north edge of ﬁhé étx:gwn B® Bank tr_énd_. So I feel
E E g% 23 that we could establish ptod&ction to ﬁhe north of the
; ; i’é 24 trend as outlined.
? “ 25 0 Do you have(anything else to comment oﬁ insofar gs'
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Exhibiﬁs l and 1l-A are concernéd?

I believe that's all that I have -- tﬁere is a specific
point I would like/to bring out in‘summgxy. I believe
thexe are three different banks or reefs within tha
Pennsy1Vanian-Strawn tormation in the mapped aréa. The
Humble‘CiEQ-Strawn Pool and the Lovington East Strawn
Pools are préduciné fxrom ngarafe stratdgraphic-controlied
traps within the Strawn B' zone. This is‘evideﬁced

by the Stfawn structural position of‘the Hﬁmble é?t?-
Strawn Pool relé#i@é to the Lovington East Pool,

Méﬁi& éﬁe well is stiil being producga by pumping -
Humble Cify-strawn Pool.

The proposed,pgol,oﬂtlined; I believe
£easonab1e outline whiéh»ailows for sﬁifting of the
primarj'Strawn Bank frend plus the possibiexdevelopment
within additional StfaWn’iones;

‘In my opinion, 160 acre spacing;ﬁill not lead to
unnecessary dry ﬁoles as compared to 80 aére spacing
beééuse of the‘fieéibilityAwithin»160 acre‘spaéing units -
as proposed by'Pubco;’ |

The Lévingfon East Po&f was, for allﬁpraéﬁiéal
purposes, drilled on ‘160 acre spacing with a minimum of

"~ dry holes and considering the fields within southeast

New Mexico, specifically the Husk field, were developed
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0

That is correct,

on 160 acre spacing and; in my opinibh, the character
of the rock encountered in the area indicates that one
wgll will adequately drain 160 acres.

In that connection. Mf; Tanecy, lat ms G%ll your
attention to the Lovington East area and those three .
wells that you included in your cross-section, two of
which are within Section 5 and one beigg in Section 4.
Those wells éctually appear to be drilled on 160

acre spacing; is that co:rect? |

That is correct, for all practical purpozes, they were.

And they have produced to- abandonment?

Let me know refer you to Exhibit 1-B, what is the purpose

of this Exhibit?

Exhibit<1l-B is a reduced copy of the logs on the Harding

0il . Company Shipp = Number 1, in Secticn 11, Township

17 Soﬁth,»Rgﬁge 37 Easﬁ, and a porosity log of the Pubco

Shipp Number 2. 'This Exhibit shows the Strawn section

encountered in these two wells, and cur correlation:

of the Strawn B' Bank rélative to the top of'theﬁStraWﬁ

- middle and lower sections 'and the top of the Pennsylvanian:

Atoka. \ ] . S - . [

. Does Exhibit 1-B cdrféspond scale-wise with the‘logsj'

shown on Exhibit 1-A?

Yes, it is approximately the same scale as the

B




PAGE 15
! 1 -
cross-section, A to A' and B to B' for comparison
IR T puUrposes,
— ?* Q Do you have anything else, Mr. Causey, at this time?
;Q ) 2 That's all, -
N .5 -
i MR. SPERLING: ~That is all the testimony we have
’ 6
- '%5 B from this witness right now.
NE / E 7 * k k Kk %k
AN _ s , e
) 1 &) 8
j &) CROSS~-EXAMINATION
( OB
[ p 0 , BY MR, HINRLES
P - SR :
@ 10 | L .
: -1 | 2 Mr. Causey, I notice that you have labeled Exhibit 1-A
: > n as a straﬁbgraphic»crcss-section; now, is it youx
: ‘ - £ 3 2 a position that this entire area is stratographic:and not
, 5 i-"f ‘\\' L) g ) N . -
v 3 gg 13 dependent on structure? ‘
I ¥ . ‘ . togra |
,L; ' zx 14 A I believe the Strawn is primarily stratographically ) -
) %: 15 cortroled. . v !
L; «u : )
3¢ 16 9 Now, you have labeled here three different Strawn
W . . ) ”
a4 e ' - ) : : .
v i CET hanks, the Strawn Bank B', the Strawn Bank B, and the
L& -1 N . . . -
3T : , . -
R 3y B8 : Strawn Bank C, are those stratographic traps within the
.i o < . . i )
=4 v : : .
§3 19 - stratographic Strawn ‘area?
=4 18 e .
| §z | A I believe that they are, although I have not mapped
I K"” . - -
g g %f 21 in detail in terms of trends, bank trends, of the Strawn
b ‘0.0 ; - : - o v PR T
=8 a Ko . ) : ‘
i 2z 22 B and Strawn C banks. All evidence, howevex, indicates
a - ' :
N3 3
i o i 23 that they are.
23 ‘
‘§3= E 24 Q In your opinion, is there communication between these
i b
v
‘, 25 banks?
tid '
o
N k- 2 RCH
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.the Strawn R? and tha S&waum o n

In general, I would say nc, however, t will qualify
that by saylng that one well in Sectlon 32, Township 16
South, Range 37 East, was driIled and completed from

. -

....... Giine Il i3 possible in
a case sueh as this, that those two banks could be

in communication.

Each bank could be a separate pool, you might say?

Yes, I believe, in a general ‘sense, they are,

Generally, they probably would be?w

' Yes.

il
'-,J‘.,' H
b

Now, you can go i s one bank to another and YOU could

have a dry hole offsettlng another oney could you not? _

That is correct.

Are-you apt to have morxe dry holes in 160 agcre spaciny ,Lfitji

than you would have in 80 acre spacing?

If we . look at the anﬁlogy that cve have»in the Lovington.

7.

East pool, I thlnk we can say - from that development that

~ that pool on 160 acre spacing was not more rlsky than

it would have been on 80 acre spacxng.
Is that your opinxon of this area, the Fumble Pity-Strawn‘
area?

Yes, it is.

Now, referring to Exhibit Number 1, you have outlined

the proposed Humble: City~Strawn Pool?

Yes,. 1
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What control did you figure for the boundaries of this

pool? e

Well, I think it is obvious that only/atiiiing is
aning tn dsterming the Gxkacl bLoundaries of the’fiéld.
These are jﬁst arbitrary boundaries that you have
drawn? 4

This -interpretation was based on the one discovery
well which was drilled and has held up reasonably well

to date, We feel that these are approximately correct,

‘but this outline would allow minor shifting of the bank
7either to the north or the south as the field is developed

Well, with the trend that you have shown here, your

best chance at production is within the dotted green

- lines, the broken lines (indicating)?

With the infbrmaﬁion that we have today, but we réalize
that it can shift,
Héve you made anikt§§9§yoir étugiggmgﬁwghggggea at/fhe
present tiﬁe? N |
No, I have not,

MR. SPERLING: We have a witness that has.
(By Mr. ﬁinkle) »Noﬁ, if the Commission were’fo‘approye »
160 acré spacing, the ﬁumbef 1 Weil in Section 11 which

is in the SW/4 would have the SW/4 dedicated to that

well; is that right?

Yes,; that is correct.
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! Q And the SE/4 would be dedicated to your weil?

2 A That is corract,

3 Q Now, you are drilling, as X understand it, a well which

4 is indi“ated in the NW/4; is that right?

_? A That is correct.

8 G What is the other location there, the-location of the
z Harding well?

8 A This is Harding's second location (indicating).

i Q- This is going to result in a 40,acre'1ocatibn, you

10 night say, ae the present time; is it not?

u A As it is spaced at the present time, on these Four

_~!€1 ——————— '“ﬁe11§;'1c would“be (1nd1cat1ng). e

i3’ 0  Uwhat is the exact location of your well Number 2, which
14 - - is locvated in the SE/4 of Sectlon 11? - | -

15 KA 'fThe Pubco Number 2 Shipp is located 2,130 feet from the
:!g;' east line and 1,980 feet from the south line.

17 | ¢ i;é&oifeet'from the south line?

igz_A Cerrect.

19 Q» Now, i; you had located tﬁat in the eenter of the NW of
20 the SE/4, it would be 660 fuet from the east-west 1ine?\-
21 of that quarter; would it not?

22 ‘Ai- Wouﬁd yeu repeat that?

2310 If your Number 2 well hed.been located 'in the center of
24 the NW of the SE/4 of Section il, it would have been 660

25 feeM____sgs_Lmegmw
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19
t
, not have been?
2 . ' :
A [ N¥-n, I believe that is correct.,
3 | ’ Ty
Q Now, since you located it where you did -- you located - w
4 ‘ : ) . , i
it 150 feet farther west to get closer to the Number 1 l
5 - , .
Well; did you not? w
6 , B :
A Well, in the absence of any established pool spacing o
7 ' .
rules, we went on the 40 acre state-wide spacing. 8
Q You got as close as you could to the discovery well;  @
9 . ' .
is that right? 4
10 | :
: A Yes, basically, that is right. :
11 3 N ‘ . .
Q Isn't the same true o7 your well that you are drilling ,j
12 : OO P SV SRS s
Y " "now in the NW/4 of Section 11, you got as close as you :
13 B 3
could there too; did you not? ;
‘ A Yes, I believe we did. Yes, that is correct. ]
15 ~ | L B :
Q Now, are you going to have a plat here? ;
16 ‘ R :
MR. SPERLINGY' Yes,
17 iy ’ e v ;
(By Mr. Hinkle) At the time you lccated these two 4
wells, did you have in mind wider svacing than 40 acres? ?
19 ‘ | A
A Yes, we did. =
20| . e .
1 Q Why did you locate -- why didn't you step out "and X
2 - - ¥
! - locate it farther away if you thought one well would +
22 . . ' | 2
drain 160 acres? =
2| A Well, I think we took the course of action that most
24 people would take in that, without established pool f
25 ] 1 it ac cl 14 ta the Q%
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discovery well until such time &s spacing rules could

be established. | .

Now, if the Commission should approvehlso‘acre spaciné_.
in this area, and as I nﬁdersféﬁd it, you arebasking for
permission to drill in any 40 acre compoﬁent of 160
acres; is that correct?

That is correct.

wauld’that not result in the same situation that you
have here? You have four wells located tOgether, as

Yol go to the next area, ‘aren't you: apt to have. your

offset wells in the same way?

- 160 acres to 'drain.

7 o e . , LU
It might depend somewhat on the ownership of the dcreagej |-

wonld

e

& nAadD
- SANS W @

. Well, it would probably depend on numerous factors.

But you mlght have this reoccur?
This is possible.

It is a possibiliﬁy?

Yes.

So you have four wells 4'oget:her: and that would mean

you would step out considerably and it could mean if

‘You stepped oat, fhat far, that you might get a dry

hole because of the stratngraphic situation?

Certainly anytime you drill a well you run the risk of
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getting a dry hole, bﬁt the flexibility within 160
acre spacing would give you -~ I think it'ﬁbﬁld reduce
your dry hole risk when the field is developed and we |
: obtain'more‘détﬁﬁi?é{detétﬁfhe the next location.
MR.‘HINKLE= Do you have a witness that will refer
to cére analyses?
MR. SPERLING: Yes.
MR. HINKLE: I think that's all.
MR. UTZ: Any further questions?

(No response.)

CROSS LXAMINATION
BY MR. UTZ:
0 Mr. fausay, I have cne o two questions,

This large -~ or heavy dotted Hreen line, do you
g Y gz you,

consider that to be the trend of the Strawn zone

throughout the three pools?

A . That is correct, fhat is my interpfetation'of“the

Strawn Bank B',
0 Wunld you give me the éontrpl information?L
A All‘right; starting in Section 11 of Township 17 --
Q - Why don't you'just‘limit &ourééif tdrﬁhérarea ihv
question -~ well, go ahead aﬁdvgive me whatever you want,
A In‘Section 11, Township 17 South, Range 37 East, we

have two control points, In Section ¢ of 17 South, 38
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18
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East, we have four cont101 points. Those are the

Fontrol p01nts in the approximate SE/4 of the map area.

Can yon give me anything over in the area of 17 South,
36 East?

Yes, we have one well in Section 36, excuse me, Section
1 of 17 South, 36 East. It is thé éxtiéme western well

I

on our B* cross-section.

‘Section 1. There are also-three control points in -

Section 12 of Township 17 South, Range 36 Bast. The

control points are circled with larger circles~and the

values underiined in green’ are “tlie values of the-thickne

of the B'.

Thére is also a coiitrol point ‘in Section 6 of 17 -

Socuth, 37 East.

Dxd you give me one for . Secrlon 33?

Section 33 of 16 South, 37 East 13 not deep enough, it
has not been/penetrated_to the Strawn.v
So you are a little'short‘in contrel in the areas of

Ses@ions 33 and 32, all the way down to Section € of .

17 South, 37 East?

‘Would you repeat that area agaln?

Well, beginning in Sections 32 and 33 of 16 South,
37 East, the north boundaries of ycur control. I mean

your green line goes over to Section 6 of 17 South,

e~
=X-2
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of the other two banks

37 Kast. You are a little short in control at that
point; aren't yscu?

Yes,

"Now, I believe they were called blue, I'm a littlemf'

color-~blind, obviously, because they look more green

t> me. I think on your contour surrounding Section 11,

that yéﬁr control,oh that isn't too good. 1Is that your
coﬁﬁrolvon the wells in Section 11?

That is correct, but I might.pbintibﬁt that the
interp:etation«éf the Bank B' was prgjected at=greater

than 50 feet and in thisllocation, we encouﬂfered the

~ discovery well at-64-fgst-and thé Pubco Number 2 was

‘encountered at 35 feet.

Both these welle are only coipleted in your B' zone?
That is cofrect.k | |
The one that you désignated as B'?
Right. |

Were thé other zones tested?

o

We did~not_ha§é any pore spaces at eqﬁivalent intervals

>

MR, UTZ: Does anyone have any further questions?

* & % & *

{

CROSS~EXAMINATION

BY MR, HINKLE:

Q

¢

In your pre?ious testimony; Mr, Cauéey, you indicated -




P R

- _-_,E

e 4
e B

k S

Y. MeIer & mc cormic

S PR LY R AN A e

oy

S R

1

S O e R

dearrile

‘209 $IMMZ, BLDG.» P,0, BOX 1092 ¢ PHONK 243-60970 ALBUQUERQUE, NEW MEXICO (7108

z

L)

-

AN Y
ry———n
Wik W

YRR YRy

SV

s

W=

fils Mk Ot iy

AR

1210 FIRST NATIONAL BANK BLDC, EASTOALBUQUERQUE, NEW MEXICO 67108

that the wells which were drilled in Sections 4 and 5

could be éénéiééréd as being on 160 acre spacing. Now,
isn't it true also that that is a perfect location for
80-a9re sp#cing because each oné is locaﬁed at the west
end of ébﬂacres?

A That”is‘ébrféct,‘buﬁ also, the spacing between them
would have to be taken ingétconsideration.

0 Is it not true then that they could be either?

A That is correct, but for practical purpésés and drainage
purposes, I believe léd’aéres would be more applicable,

Q You indicated in your last testimony that you used the

— “wells in~Sectivii 11, Chig discovery well and tile well .

. '?ébco has drilled, for your control. “How, isﬁ't it
true that you éave this same4ge610qical map to the
Hafding 0oil Coﬁpany,.or the individual that you gave.
this information out td,,and they drilled a well on the E
strength éflthis geology?

A fha£ is~cof;ect, théyvdrilléa’on this interpretation.

Q - So, actually, ‘“these wells Qére not used as. control

péints in preparing this plat? |

A In the original interpretatioﬁ;/that is cor:egt¥
" uR WINKLE: I might say that our Exhibits are

substantially the same as this and thé& were obtained from

~ Pubco.

MR. UTZ: It was mentioned, on Cross-Examination,

N e i

A U A A S AR
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that the area was farmed out by Pubco, is the farm-out
on an 80 acre <heckexboard?
MR. SPERLING: That, as yet, is undeterminéd. Thére

seems to be some ambiguity in the contract,

"MR. HINKLE: We will have some testimony on that.
MR. UTZ: Any further questions?
(No response.)

MR, UTZ: The witness may be excused.

_ {Witness excused.) -

e,

k ® % k &

CHARLES SANDERS,

" was called as a witness and, having &lready been duly sworn,

ttestified‘as follows:

DIRECT EXAMINATION

BY MR, SPERLING

dx ~ Please state your nane.
A Qharl;s Sanders.,
o Where do you livé; Mr._Sandersé
Albuqueique,
* By whom are you. employed and in whét capacity?
I am enployed by deco Petroleum Corporation as a
éetﬁdieum enéineer; o |
Q Have you, on any previous,océasion, testified befoge"the

nCommission so that your quaiifications as a petroleum

engineer, are a matter of record?

B R e S it
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A No, I have not.

Q In that event, would you please arlefly outline your
education and professmonal tralning and experience
~qua11fying you,ae a petroleuin engineerx? |

A I gradu%ted from Texas Technology College in 1950 with
a B.S, in Péﬁfgiédﬁmﬁhoiﬁeéfiﬁé.A Subsequently I worked
'fof three years for the Texae Pacific Coal and 0il
Company in the north-central Texas area .nd later as
asgistant division manager'for'the same company. I
then worked for sixteen years in west Texas and northwest

' New Mexico as a reservoir engineer.
— g Are you @ regisiered professional engineer? )

A In the State of -Texas, yes.

Q  How long have you been with Pubco?

_A For three years.

¢ Are you familiar with the area which is the subject of
this Application, Mr; Sanders?

AMI ‘Yes, I am.

Q  Would you please refor to-what has. been idégéifieé as

Exhibit 2, pleéSe? Tell us what-thaﬁ Exhibit is.
Exhlbit 2 is a land ownershlp map of the proposed

Humble C1ty~Strawn Pool and the surrounding area. It
L

- primarily shows the land ownership of the proposed’pool

and also shows a partial outline of the_Ldvihgtoqvﬁast

field,
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s And, of course, shows the two wells located within the

proposed Huﬁblefcity-Strawh Pool area that have been
complete>?

Yes, sir, including the ﬁumber/3'Shipe -=- the Pubco
Number 3 Shipp which is now being drilledjin the NE of

oL
o

Sectlon 11.

Now, would you refer, please, to what has been markeda |

as Exhibit Number 3 and tell us the purpose of that
Exhibit and what it shows?
Exhibit 3 is a tabulation of the well and completion

data f£or the two wells now ex1st1ng in the Humble City-

awn FPool, the Hardlng 0il and Gas Company Shlpp Number

1 and the Pubco Petroleunm Corporation Shipp Humber 2.
The_loca;ipn of the Harding well is 2,060 feet from the

west Iine and 2,310 feet from the south line in 17 South,

37 East, Section 11.

The Pubco Petroleum Corporation Shipp Number 2 is
2,130 feet from the east lire and 1,980 feet from the
south line of Section 11. N

The total depth of tﬁe‘ﬂarding.well is 11,643
feet‘and the total depth of the Pubeo well is 11,685,

| The next significant figure isithe eomﬁletiqn
dates and:these are March 3th for the Harding Shipp Number
1l and June lOth, 1972 for the Pubco;thpp Number 2,

f L.

The™ L~rforated 'ntervals for the two wells are

N
P
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shown. The Harding well perforation is to ae interval
of 32 feat ahdwthelPebce well to 26 feet. The Harding
Oil and Gas Company Shipp Number 1 hed a potential o
eriginally, of 266 barrels of oil per day with a gas«oil

ratio of 1 000 and a flowing tube pressure of 16.

624’barfels of oil with a gas-oil ratio of 1,098 and

a flowing tubs pressure of 55,

On June 10, 1972, it was producing 2, 758 barrels

bof oil per day with a GOR of 1,662 and a flowing tube

pressure 6f 700 pounds,

- The 011 grav;ty Leweesentlally the same in both
wells, approximately 45 degrees API. The net pay of
the Hardlng well was 34 feet and the net’ pay of the
Pubcu was 30 feet. | ‘

ml.
i1

The -average porosity which we determined on the

Tﬂarding well was 5.1 percent and 6,36 péfcent for the 3

Pubco Number 2. 'The'permeability was not determined
for. the Harding well and in the Pukco Shlpp Number 2,
it averaged 20 mlllidarcys.

The water gaturatlon was detefmihed to be 25 percent

2 in both wells.

The reservoir pressure vas 4, 800 PSI in the Harding
Well and 3,743 PSI in the Pubco well,

Would you refer to Exhibit 4 now and explain what it shows




Exhibit Number 4 is a gammaray neutron log run on
the Pubco Shipp Humber 2, Oon the left side of the log
we see the top of the Strawn and the middle lower ZOnev
at 1I,§25 feet. The left-hand corner of the fop shoﬁs
tha Atoka at lg,684‘feeta |

The interval between is referred to as the Strawn
limestone.

The vertical column on the 1e£t<§ide is the §§p£h :
column interval for tﬁe Pubco Sﬁibﬁwﬁﬁﬁbér‘2. The
production wﬁiéﬂ flowed and there was’no water recovered,

The. shut-in_boitom.
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final maximum pressure was 3,473 which was reached in .
ten minutes and bpntinued at 3,473 for theé remainder of
the 90 minute shuf-in test.

At the bottom of Exﬁibit_d, Qekshow the poroéity
scale for the sidewail'neutrén porosity"log"on a
étandard scale. We have used this séale in determining
the net amount of pay in the Pubco well,

Tn thélupper7inter0a1, we hgve é né£ pay ;frilgééo
feet down to 1i,453 feet, or a total of 23 feet in which
that maximum porosity was reached. . -

In the lower interval, we had 7 feet from 11,463

to 11,470. The total amount of net pay Eherefore,,waé

30 feet and the average log porosity was determined to

hole-pressuve-wag 7,633 and the | ¢
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be 6.30 percent or 189 porosity feet.

X would like to point out, “at this time, that
we will reféf to the analysis Qatafiater, but the core
aﬁslyéié showed a net pay.of,29.l feet with an average
of 6.0 po?oéity,”’The log ‘porosity at the same inﬁerval
célculated 5;92 percent, so we do héve‘real close

agreement:between_the log porosity and the core

proosity. .
Q éﬁyﬁﬁiﬁg'eiééﬁbn Exhiﬁiﬁwdwét this Eimé? ) j
A >hi”béiigye tﬁ§£;$ éii;; - ?
b. uNow, referring you to what has been marked aé Exhibit 4-a,| E
_A,A-_m_,,A,‘wel}_léfyc‘.:--c-x?i‘*i‘r%iii‘a‘f tn_a?:i?s?_— - -
A é ‘ﬁ;hiﬁii 4-A is a gammGray neutron log run ‘on the
[Harding 0Oil and éas Company Shiép Number 1 Well. The
‘left side of ﬁhe gammaxay is the‘to§ of the Strawn
which is 11,430 feet and the top of the Atoka. The
zone was perforated aﬁ 11,420 to 11,452.5’The red§angu1ar
box rep;eéeﬁtsithe déiil stem test from 11}420‘to,11,475.
Afhe ﬁaximum shut-in bottom hole“pressure’an%he test was
4,800 PSI which we aééumed to be the original se#igd |
_ ;igttom hole pressure,
kdg And the pressure confirmé your éabulaéioh as sho&n on &
Exhibit 3 of the initial bottom hole pressure? ;g
A Yes,-sif. | gg
In the lower left-hand corner, you will find the ,?
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porosity séale which was found to be correlative with
the core porosity and the porosity that was used in
determining the net feet of pay for thié;ﬁell. This
scale was jiot used bécause wé felt it g#Qe én
unrealistic porosity vélue, so the other scale was
used and it was determined that there was 28 feetﬂéf
net pay within the perforated interval and 6 feet of
net pay below the perforated interval for a total of

. )

34 feet of net pay with an average porosity of 5.1

~ percent, or 173.4 porosity feet.

Any other comments on Exhibit 4, at this time?

>

I night point out that if the standard porosity scale
had been used, the average porosity would have been
3.6 pexcent,

Will you refer to Exhibit lumber 5 now, and tell us

‘what it vepresents?

11
578

P
<

' ﬁ%hibit 5 is the bottom hole pressure for the field
versus the Tield's accumuléted pxoduction,pn?he veftical-
scale on the left-~hand side is the bottom hole pressure
and this Yepresents the total productiohAfroﬁ_ﬁhe fié1a
from both wells. ) |

: ';1_9ﬁo;1d7§6int out that,tﬁeré is veryrliégie

- production represented by this graph attributable to the

' Phbqo well because it was completed at a point where

the arrow is shown on the gfaph.’

i




o - - PAGE 32
1 . :
Q The middle of the graph?
TRl el B Yes.
i 3 . _
L fe Q The vertical axrow pointing upward?
iy s : '
) T 4 . .
A Yes. Point Number 1 in the upper left-hand corner
ap ( 2 represents the original bottom hole pressure of 4,800 PSI
r. rx ® which was taken from the drill stem test of the Harding
~ . § 7 Nunmber 2.
w8 ;
4r: gé 8 With the buildup of pressure in the Harding well,
AR
* ) o3 9 the pressure reached 4,185 PSI in two hours, and 4,188 1 =
1] ‘ PSI in 12 hours, and continued at 4,188 PSI for the
{ £ 1 . (
14 = remaindex of the 48 hour test.
} 2 ol T S S D an
T T “r. =T "Point Number 3 was taken May 15, 1972 and showed :
" TN | : N
. ‘g S 13 ~an accumulated production of 23,233 barrels of oil,
3 x ®© N i =t
Y W O : P PR
fg ;g 4 . This represented all that had been produced from the
zZz ) .
F e 15 ~ Shipp Number 1.
'i ‘5 ! ve
3 32 16 On the Pubco Shipp Number 2, the piessure obtained
‘ oo - :
& [ e ] R N .
: E §§ 17 was 3,473 PSI and the maximum pressure was obtained in
7 -3 3 . Y R
g : (S '. ) N
P sy, 18 10 minutes on the chart and continued at 3,473 PSI for
: g o - :
LU P 3 . ..
» ™ sy 19 the remaindexr’ of the test and that was the maximum
‘ L‘ gg 0 pressure obtained..
x ® ’ - ;
E o2 v Point Number 4 was taken June 15, 1972, at a point | °
T E; 2 of 38,475 barrels of oil which represented accumulated
o !
3 ad ’ - s
QL‘ ;.g 23 ' production. This pressure point recorded a maximum . i
AL: s 24 bottom hole pressure of 3,035 PSI and it was reached ‘
. 25 in 12 minutes. The pressure of 3,035 cont:-l:nued for the
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t}hé wells.,

“of 1,120 feet.

Number 1.

8

N
w

reﬁgihdef of the 12 houx shut=-in period.

Point Number 4 included. 2,662 barrels.bf oil
producéd from the Pubco Shipp Number 2 during the .
completion procedure.4‘

On £he bottom of the Exhibit iIs a map of both of
At the center of the circle is the Harding
Shipp Number 1 and at’the edge of the circle is the
Pubco Shipp MNumber 2. This shows the distance betweén
the two weils as being 1,120 feet.

In my oéinioﬁ, i£ is iogical Eouinfer from the

graph that effective drainage did occur cvéf“éﬁis distance

From the circle the radlﬁs we obtalned

was an area of 90,4 acres which, in our opinion,

represented that the well will drain at'i;ast 90.4 acres,
so, in conéiusiOn, I would like to ﬁakéithese

points. One, that there was a sever:: pressure loss of

1,767 pounds in the Pubco Shipp Number 2 vhich resulted

primarily from the production from the‘Harding Shipp

. Number two, that communication apparently

exists in the Strawn formation between'these two wel;s;
Numbef‘three,‘that the shape of the curve is thé

shape of a normal pressure decline curve. Number féur,

1,020 feet =-- or in excess of 90.4 acres,

I would like to point"éut, at this time, that while

B T T S St T N TPy ottt e e g

¥

;
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O ve were completing our well on June 10, 1972, we started
" o flowing our well at a rate of 738 barrels of oil per
o 3 - ’ : 1"1“; A .
?”T ; f<_ . day with a tube pressure of Too,PSI, . At the game ti me
4 '
tha lhw'hnn kh{nn Nnmber 1 had a nreceure ¢of 700 DPCT,
- L 5 .
5 The next morning, the Harding pumper came over to our
B iﬁ . rig where we were working and asked us if we had any -~
= 7 - |
: ES idea what happened to the well, We asked him what
. <o 8
; Eg : happened and he said it lost 50 pounds of preg~ure
i ?5 - overnight. After we checked the pressure, we knew the
f e : o
g - 16 , o S :
B [T o pressure had declined from 700 pounds to 650 pounds
B o > ~ overnight,
R B . S S i3 S . (
" o §; g Of coursf:, our reply to thls was that we had
4+ @ ofF 13 : |
! = s 1 completed our well and it was'draining'oil from the
-4 3; same format1on.
z
. ¥ T 4
LR 3% 15 Q0 BAnything else at this time, with reference to Exhibit 5?
b 53 16 |
e a I be;iave that's all.’ o
[ S T | o
1 §§‘ Q Now,;:if you will refer to what has been marked as
- 4 éﬁ_ 18 Exhibit 6 and explain what that is.
. ] 11; H-. . };‘x.“,
a : §3 ¥ a ,Exhlblt 6 is A report from Core Laboratories, Ing.’oh
r e Ea } | ‘
;LE §2 20 the core analysis of the cores cﬁt from the Pubco Shipp
.k =3 _
3 o 4
3[4 Zg 211 - Number 2. The first core is from 11,440 to 11,431 and
e Nt < f .
s 2 core number 2 is from 11,481 to 11, 431, The report
. ok .
- i Q Py & . gives an analysis on the interval from 11 440 to 11,491,
‘ ? E 8 24 The second sheet of this Exhibit is a summary
i : | > . i .
b : 25 of their findings, You will nctice there that it is
5 Lot ;
L’L&wc ‘i- b
)
W
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13

14

16
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19

21

indicated that there is 21.9 feet of pay which was

Wih&iudea.in thefavéféges for the pay poro;itj and this
21.9 feet occurred at anbinterval of 11,440 to 11,467.:
Tﬁektop ﬁen fecet of the ﬁay zone was no£>coféd énd tﬁe'
average porosity over 21.9 feet was determined to be
6.0 percent. As I pointed out previdﬁsly, the average
sidewall neutron porosity over the cored pay interval -
was 5.92 percent.-

The other significant factor I would like to’pdihé

out is the calculated maximum gas drive recovery of 30 .

barrels an acre~foot. When we received the report, we
~felt this was 1loWw and after doing some. calculations,
::on 80 acres, we were definitely concerned enough to take

\ bottom hole pressures of the formation and héve the o

‘samples analyzed at the laboratory and this will be o’

next Eghibit.

- You are referring to Exhibit Number €-i?

- Yes, sir,

'GIf you will explain that, please.

Exhibit Number 6~A is a summary of the reservolir

sample analyses performed‘by"COre Laboratori=s, Inc.

- The well was sampied and tiiis bottom hole sample was

obtained at a mid-poiﬂt in the pay zone at a depth of

11,449 feet on June 19, 1972. At that point, the

bottom hole pressure was 3,033 PSI and the accumulated




1 e __g; : B _field produf‘tio*l. 38 475 barreli_ref oil. 'rh—i.; sm
- :“;; ‘ presente the ccmparison betweeu 80 acre, spacing mﬂ
- Jﬁ ui’j_ l . 160 acre Spaoing utilizing the’ d&ta frozn the ﬂuid P
! E‘:: : ‘ and also from the 'previous cc‘re analyset, m fir:t
‘-'__ g”“% ] 5* "‘/‘Sfffgu*e-' shows an average pcrosity of 6.3 percent. ".l‘hi’lqi“' '
i—- ‘2‘ ' ¢ was detex:mined from the sidewall neutron porosity log
e g ’ that I have previoualy mentioned. The next figure I
-: é s 1;  would like tc ‘point out is the 25.0 percent aVerage o
v] 2 -' S % inte*‘ tz.t:.al water saturation percentage. ‘ Iwil}noy_
L %’ c - ‘o | skip down to ‘the 16.76‘ percent ulti:ﬁate ‘oi’l ree‘overy,
P} -g‘. ,n : percentage Of, Sil- in place | '
o r-u . g g. 13 These ﬂ‘no figures, the 25 percen*- for the average
l"’; o §§ 1 interstitial water saturation and ‘the 16. ‘76 pexcent
© do
u gé “ - for ult:.mate oil recovery were calculated uelng the ™
m §'§ s ) pressure data and tne curves from the Str&awn limesténe"‘"'
€ :
" ‘ 32 16 _ reser,voir; We - felt those were ’applicable and. by- these
, ] - o
L‘i | g%'w:;l"“ and using the fluid data obtained from ou -~ uipp Number
[? ;; 18 2 Well and the-bottom hole samples, these factors were“ B
w ' - :
"‘ : §§ -1 determined. . )
: [3 ‘ g% 30 | | The oil -r.cmaticn“'volume Was »dete::rmined‘:tc i;é.
:'g_.i gé 2 1. 642 and the original oil in place for 160 acre spacing
"‘1 | ;z 21 yas 1, 071 568 barrels of oil. T
o L} o gé 23; ' o ¥or 80 acre spaclng it was 535, 783 barrels cf oil,: .
Ty gg 24 The ultlma‘.e recovery for 160 acre spacing was
£ L; 25 - 179;,)639 bérrele and for 80 acre spacing it was 89,815 B
¢ \Li/,
, o
X
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é”weiiSQ” Three, it is my oplnion that iCO'Acre

s

‘ °spac1ng development of the Humble Clty-strawn reservoir’“
'f-w:il'in'ure ‘the ope Eérs ﬁhat huy can ontaln prozits e

-

though somé dry holes"w111 undoubtedly result,

2
A

- regardless of the spa01ng whlch may be c”psen. ‘

T

Do you have anythlng further, Mr. Sanders?

“offer our aniblts

: ],'_jéhrbﬁgh 48"."‘ ‘

MR. UTZ: "'Exhibits 1 Ehrough 8 will be entered

© 209 31MMS BLDG.0'P.O. BOX 10026 PHONK 243-6491

into the record of this case.
N

.2

B
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,Yes, 12 hours.
_Now, in-connection with Exl 't 5, I believe you said

that this showed a severe pressure losgs?

<

N ¥ 7 NP S S,
ATy DLLe -’

And that this indicated good drainage betwean the

“two wells?.

"That is correct.

Isn't it also indicative of a limited reservoir?
_ \ Y
- Naturally, any reservoir is limited,

I mean a small reservoir. Doesn t it indicate tha+ this

=%

'ais a small reserv01r ‘rather than a large reservoxr?

=

Such could be an 1ndica+ion hbwever, it :also, as I

TS

believe our tegtimony‘has indicatéd, shows that this
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is an extremely permeable section in the vicinity of our

well and your well and that such permeability gives real
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O0u pressure communication between the wells whereas
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" You knew it was dropping when'you‘driiléd the Number 2

i

to 95 percent bottom hole pressure within the first
100 feet from the well bore under producing conditions,

Well, you had this pressure drop‘when,you-located your

~ Number 2-well, Jid you not?

;ng”ﬂidnet have it at all?

No, siz,

4

well?
Yes, we had access to Hafding information.

But you didn't take that into consideration in

No. I think, as Mr. Causey'pointed out, the.geoldgy
of‘ther§ituation required that in a new area we locate

as close to production as possible witﬁin the'liﬁits

of the statutes of the State.

Refexring to four Exhibit Number 8, your eéohomiC*gtudy,ﬂ

.now, doesn't this stﬁdy that you have made in cgmpé?ihg

'80 acre spaéingwto'IGO acré'épaéing,“take-into consideratic

or assume that this is a large reservoir?
Wéll, the only assumptison we nade here is that a 160

acre well would have the full 160 acres to develop

-
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porosities of the qualities we have shown.
MR. HINKLE: I think that's all I have. .

MR, UTZ: Any further guestions?

(Yo -response. )

MR, UTZ: The witness may be excused.
(Witness excused.}
MR. UTZ: Does that-conclude your Case, Mr. Sperling?

MR. SPERLING: Yes.
MR. UTZ: -You're on, Mr, Hinkle.

* k &k Xk %

RICHARD F, SPENCER,

was called as a witness and, having been Ai£é£d§”ah;y sworn,

testified as follows:

BY MR. HINKLE:
Q Will you state your name, residence, and occupation?
A - My name is Richard Spencer, I live in Midland, Texas,

and my occupation is an‘independent consulting geologist.

Q ~  Have you pfeviously testified before the New Mexico

0il Conservation Commission?
A No, 1 have not.
Q- Would%you staie, briefly, ;aur‘éduéétional backgréund
and eXpefience as a geologist?
A I am a graduate geologist of Texas Tech. I have 14 years
experience, including working with Pan American Petroleum{

.
. g
BEEE N D
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1 | I am a certified petroleum geologist,
2 Q  Wwhat companies have you been with prior to becoming
3 vy an independent consulting geologist?
-4l ‘Well, I stated Pan Amefican,,Fdrestéf,”ahd’i‘have been
5 self-employed for a year and.a half,
GH 0 Are ycﬁ familiar with ;his-area undey conéideratibh?b
7| a Yes,
8| © And thevpools in the vicinity? =
91 A Yes. |
10| 0 The NE and East Lovington pools?
] a I am very familiar with them.
121 Q And have you made ‘studies of the well ini,rﬁaﬁién
13 availaple in éonnectibn with this?
is ;A Ye§; my”p§rfﬁéf7and I worked ﬁﬁe gfea in‘sbmé'détéil
is SOmetime'afte;»the PubcofShipp‘Numbgr 1 bottomed at
16 9,162 feet. After that well was bottomed, my partner
117 and I went to the Pubco Cotporation, Oivabrporation, t;
Wi seek a farm-out beqause’ﬁe félt this area was quite.
19 representative of the Strawn and other zones. .
20 MR. HINKLE: Are the witness' qualifications
21 | acceptable?
22. MR, UTZ: &es, they are.
23‘Q (By Mr, Hinklé) HaVevyou prepared, or has there been
24 -pPrepared under your direction, certain Exhibits in this
5| ‘Case?

N
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That is correct.

And they have been marked?

Yes,

Referring you to Exhibit 1, what does Ehat éhow?
Exhibit 1, as you can see before you Mr, Examiner, is

just a regional map. This map shows the. outlined fields

‘ with the Permean Basin area stratographically located.

Referring you to Exhibit 2, will you explain what that

is?

Exhibit 2 is an isopach map of the B'_Strawn'facies. This

. is the same zone M¢. Causey referred to earlier, I am

referring to the cross-section on the wall.
What Exhibit is that?

hat is Exhibit 3. We concur completely as to the

“stratographic breakdown of the Strawn formation and

this map, ‘Exhibit 2, represents the facies of the B'

Strawn within the local area. I might just point out

that the wells we have designated on the map, the

green designations, répreseht those wells that have

penetrated and have produced from the B' Strawn. The

blue designations are wells that have penetrated and

produced from the B Strawn bank facies. The'orange

:represents wells produced from the C bank facies.

The map is contoured on 25 foot contour intervals.

And the map also shows the location of the leases in
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18

21

in and around the liarding Shipp discovery well iﬁ
Section 11,

Also on this map, is shown an 89 acre checkerboard
on all the acreage Pubco has a léasehold interest w¥thin
the immediate area.

I will poiﬁ£ out initially that in the svi/4 of
Section 11, where the discovery well is located, the
flarding Shipp Number 1 weli, this well waé;éénetfated

from'9,162 feet which was the total depth Pubco reached

~ in this well. This well was deepenedifEOm that point

down to a depth of 11,861 feet into the Atoka.

Under our contract arrangement, farm-out arrangement,

we were to deéﬁén this test to a depth where we would
‘be 100 feet below the depth drilled and the acreage was

to be designated to the unit, whatever that unit would

happen tc be, if it was 80 acres, it would be 80 acres.

on completion of the initial well, we would have

......

development would be on a 120 day continuous development.

Now, we are here today to set up -- to talk about
special pool' rules for the Humble City~-Strawn Pool

including provisions for 80 acre units and assignments

~of a11>discovery allowableés for the Shipp Well Number

1 located in unit K of Section 11, Township 17 South,

Range 37 East, Lea_goqnty, New Mexico.
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the 0il Conservation Commission?

This pool arrangeme%é'bﬁ 80 acre spdcing would
be similar to the Lovington NE and Lovington East field.
They are on 80 acre spacing; are they not?. |
This is corredt. In our initial discussions with
ﬁubco, this was taken into consideration and it was
felt that these would be the probable field rules for
the Humble City-étrgwn pool.

R

bid your farm-out agreement provide for 80, 40, 160

This is correcﬁ.

But the checkerboard which you show on Exhibit 2 indicates
the checkéiboard prevailing under the farm-out agreement, °
if the checkerboard showed 80 acre spacing and the 0il
Conservation Commiésion approved 80 acre spéciné} is that
right? |

That is correct.

Now, I believe yoﬁ séid that you agreed with the cross-
saction whicthubco has presented, it is the same as you

are presentihg;here?

- Yes.

Do you, by'these different zoﬁes, indicate this is a
separate stratographic trap within the Strawn formation

or that there is communication bétween these two zones?

In focusing our attention now on Exhibit 3 and Exhibit 4,
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- they are exactly the same wells as Mr. Causey showed

il

-

ils cross-section with exactly the same designations.

I do définitely agree with Mr. Causey in that this is
a Strawn formation here. There are probably =- more

sdKely there io Voillical separation between eacin of the

stratographic units, the B!, B, and C, aithough these

units occur within two to three hundred féet intervals,

and were, more than likely, deposited under similar

‘environment, What we are saying here -~ reaching back

nere to Exhibit Number 2, you can see that'these zones

" are very erratic, of a very erratic nature, both

horizontally and vertically and you can see by the
blue designation “n the map over here, that the B bank
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disappears =- doesn't disappeér, but the rock
characteristics change' and you(can se2e a number ofvdry
holes that have been affected iﬁ Sections 16, 17, and.
20 in 16 South, 37 East, and tiie wells down here in
Section 19 and Section 24,

What I am saying here, is that each one of these
units, each one of these Stratographic units, righﬁéin

here, affect the individual stratographic trap with no

.particular emphasis being placded on the present day

structure,

The 160 acre spacing brought out by Pubco more than
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likely would have caused some of these zones not to be

drained. As you can see from the dvy holes in Sections

19 and<20, the three producing zoneg_within the total
StréﬁhJﬁﬂiéw5fe”indépéhdent of one anbgﬁér." in essence,
what I am saying, is that the Strawnlﬁeingfdeposited from
the same environmental deposition, does have, within it,
individual stratographic traps that are very erratic

and’ vexy difficult to find and this is why Pubco.came

so close to the initial diécovery well. You can pibk

! * ) >
L
‘up new zones, preductive, strategraphic zones, that

come and go over a very short period of time.
For instance, in the cross-section, A ‘and A‘,

between these two wells, the well rigﬁt here‘(indicating)

.

- produceg from B' facies and this well (indicating) .

- produces from the C facies. These two wells are only

2,550 fegt apért and it is very possible:with 160 acre
spacing; that one ofwthose zonés may héve been‘missed,
especially the C zone.

You could have a situation where, if you had 160 acre
spacing, you might have one producing well and a good
part of the 160 acres ﬁight,be barren or have no
production at all? o

Absoluﬁely. You can see this in Section 20, 16.South,

37 East. ééction 20's producing well is located down

in the SW/4 of Section 20 and that particular well is
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producing from the B facies and it is surrounded by

“dry holes., There are dry holes in Sections 29, 30,

19, and the one in Section 20. That particular well

has produced over 900,000 barrels of cil on 160
acre spacing and it is possible that that 900,000 barrels
of oil might have been missed.

Now, granted, this is not in the same zone and it
may be within 25 or 30 feet from the producing interval
of the Harding Shipp Well,rbut:it is in the same suite
éf rock denosits ‘and under the same depositional {
environment whiqh we hope to find productive -in the
génefél area of the discovery well.

I believe you mentioned previously, that your partnership

>you secured the farm-out from Pubco, what is your

relationship to the Harding 0il Company?
Oury;elatibnShip has been that we are geologists, and
we generate driliing prospects for compénies such as
Harding. We have a good working rélationship with
Harding. We offer consultation advice which we have
done from time to time over the last.year, énd this iz
basically our relationship, primarily thét of a

consﬁltant.

You have made a deal with Harding 0il Company to

develop this area on the acreage you will obtain as a
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farm-out?

From our farm=-out agreement which was consummated on

November 5, 1971, with the Pubco Corporatzon. We later

got approval from the Pubco people tc reassign our

r;ghts to the Harding 0Oil Company and Harding assumed

our obligations that we had under the contract.

So they are going ahead and performing in accordance

~ with the contract?

This is correct,

Do you have anything else that you would like to

discuss?
I would just like to point out, from a geoiogical

standpoin

t here, that you can see, as.I pointed out
before, in thé'SE/4 of Section 11, Pubco's two~wells,
are as close as they legally can be., Also, they are
drilling the Numbér 3 well -up in the NW/4 and our ﬁumber
2 well is in the NW/4,

This means tliere are four wells élustefed together

and any well thet would be drilled beyond these four

Hwells would be a considerable step out with 160 acre

spacing. Backing up to the well in Section 19, how
hazardous that would be as to picking up these individual
zones that might be carrying substantial amounts of oil.

We might not find these zones as a result of this wide
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step out and I believe that is primarily what I would
like to say here, - fhere is no real basis on which to
say how iarge this field will be. Fronm a éeological
standpoiﬁf ﬁhere‘i;“ho immediate ébﬁﬁrol over tgié
immediate area, the only point’of control we have is
in Scction 8 and these wélls back here (indicating) in:
the Lovington East pool.

In Section 11, we had one pbint of control with the
Pubco Numberrzﬂwéil éhd'béé;ﬁée 6f the—geoiogiéﬁl and

engineering datum that was withhéld from us, there was

no way of telling just how large the pool might be.

The datv: certainly points out the risk factor by
the nature of theudeposition of the two cross-sections,

—‘v - - - » T N - B
Thase show thie is a rigky arez and thers arse  zcnes

that likely could be missed by wide spacing in tﬁé areae.

‘It the geological information as shown in Exhibit 2 is

éogrect, it would be a limited field as far as ths area
extending to the north and south; would it not?l

This is true. Referring back to Pubco's mab; you will
fecall that the area went beyond the'zero isopach line
and their configﬁratiqﬁ'was not exactly the same as ours.
Howeaver, therekyas no way of teliing how lérge the

field might be. Hoﬁever, it islbur‘hope that with proper
development, we will be able to pick up these other

zones, these other thin zones that could be very
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elusive and hard to find and that oil may be missed on
any other spacing arrangement,

(kk. HINKf#:l?gat’s ali I have oﬁ Direct.

“MR. UT%: Any questions?

x X ® % *

CROSS-EXAMINATION

BY MR. SPERLING:

0

A

>

Mr. Spencer, would you indicate which of the three

areas that vou lidve referred to, B, BY .and.@y-oppear |

to have the greatest areal extent insofar as your
'§Eﬁaiéémﬂave shown?

The greatest areal extent as far as continuity is

concerned is B', by virtue of the wells colored in green,

but as far as reserves of one well, the one located down '’

here (indicating) surrounded by dry holes is out of the

C zone. It has produced in excess of QG0,00U‘barrels;
From a reserve standpoint, the blue would be the

greaéést and tﬂis well could have easily been missed on

a 160 acre basis.

Did you consider development of the East Lovingtdn Pool

on 160 acre spacing risky?

I suspect t »

drained what they would have on 160 acres.

bo you know what did develop and drain?

L

Well, this wili’ come in further testimony.
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Have you made calculations which would indicate to you

the area extent which would be necessary to é}oduce

900,000 barrels?

No, bqutﬁat wili come, I belie;é;“in later testimony.“
Do you have an opinion as to the areal extent around
the Getty-Mohty Number 1? |

The only thing I could-show you here would ge the
developmeht pattern around these wells appear in
Sections 17, 16, 20 and 23. These are producing wells

with one dry hole.

Wouldn't you have to have an area greater than 160 acres-

in order to justify that volumetric production?

It would depend on the vertical ektent.

ave any;studies that you have seen or datum fhat you
have seen, indicated the vertical extent of any of theée
zones? |

You can certainly see from this (indicating) that this

area could easily have been missed.

L . R T E T T D e prtIits FIUELS

here (indicating)?

"I couldn't say.

At least 160 acres?
At least 30 and maybe 160 at most.
Now, you have referred to the farm-6ut agreement between

Pubco and your partnership, isn't it true that the
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agreement contemplated not only 80 acre spacing, but
also 160 acre spacing and as high as 329 acres?

This is corre=t.

the acreage to 80 acres?

That's correct. We initially talked with Orir Crane

and he was later replaced by Dale Harrison and we talked
about 80 acre spacing in these two fields, however, we
felt it would not be good business to draw up‘é contract

that would not include 160 and 320 acre spai;ﬁgu

So we are not talking about contract provisions, limiting |

a
.
=
,J
l

You were really talking about 160 acres, were you not?

No, we weren't. We could not have been talking about
160 acres. Based on what you seé upmﬁére (indicating)
we didn't rule it out up here (indicating).
You sboke about tﬂe éifficulties in finding these éther
poséiblewproduéiﬁé‘éoﬁesVﬁithin the Strawn and the
pqgsibility of missing them on a 160 acre basf%} isn't
that true? From a vglumetric standpoint, isn't it true
...... RSP PR
one of these was concerned and, st the same time, have

economic disaster?

‘this is very true, but I think in answering that

- gquestion, if you lock at the Pubco development, you will

see the proximity to this well here definitely points

out they considered the economsc potential of the area,

3z =2 fag;aS’locaﬁihdi:wh
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but certainly considered the risks involved here, and
also, the other advantages in the’way cf additional
zoﬁes, that I tend to believe extend out 65 £his_area.
you think—160 acre spacinig eliminates the ‘a'éi}'é Iopnent
I think it would be hazaruous with 160 acre spacing. We
feel that the dry hole here (indicating) would have
prohibitéd us and Pubco from developing other locations
such as these (indicating).

In Section 16, you will see

the dry holé in the swW/4, and then again in Section 19

you wiil see a dry hole in the SW/4, then again in

i

Section 30 in the NE/4, and then again in Section’?S'iﬁwm

the NW/4.

_ Any one of these dry holes might have prohiﬂiiéd
additional dfilliﬁg in the area and I tend to think that
if additional dry holes had been drilled, sbme’of;tﬁése
additional wells miéﬁt never have been developed and
that'éduld have slowed the Sﬁ?awn development in the

area.

Lo you have an opinicn nn to whethar of not one well

in this area as it is presently completed within the

Humble City Pool would drain in excess of 80 acres?

No, I really don‘t. I believe our engineer will testify

to that.

- MR. SPERLING: That's all I have.

I
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MR, UTZ: Any other questions?
MR. HATCH: There has been, I believe, reference

made to 80 acre spacing in the East Lovington Pool, I am

Would you nave any exception to the Examiner
studying compression records to see what the correct spacing
is in the East Lovington Pocl?

- MR. HINKLE: I would certainly recommend that,

MR. UTZ: We will take administrative notice.
(Witness excused.)

ROY C., WILLIAMSON,

“was called as a witness and, having been already duly sworn,

testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

0 Would you state your name and residence?
A I am Roy C. Wfiliamson, Jr., president of Bailey,

Sipes & Williamson, of Midiand, Texas.
Q Have you -been employed by the Harding Oil Company as

2 -oonciiltant in +this cage?..

A Yes, I have,

0 | Have vyou previéusiy testified befqre the Oil‘ConservaEioﬁ
Commission?

A I have,
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| e €0
~Tdﬁiﬂwﬁﬁd“ﬁhﬁéf§caf &&éii}ications a§ a pétroleum ehgineer
been accepted as a matter of record?
A Yes, my qualifications are a matter of record with the
“Commission., -
V] tiave you, since your employment, made an indepeﬁdent

study of the lumble City-Strawn Pool?

A Yes, sir.

MR. HINKLE: .Are the witness' qualifications
acceptable?
MR, UT%Z: Yes, they are.

“{By Mr. Ifinkle) Iliave you prepared or has there been

o
prepared under your direction, certain Exhibits for
introductionfk;\thié”ééée?

AL, Yes, sir, there’have beep.

Q Referring you to Exhibit Number 5,'wou1d y0u ¢kp1ain:§ﬁ§t

" this shows?

a Exhibit 5 shows the logs from the'fouf Wells £hat were

pointed out‘iq_Exhibit Number 2. fhe;e'are Ioéated-in
Sections 16, 1%, 20, and 21 of Township 16 South, Range
37 ﬁast.  Mr. Spencer has referred to the fact that the
. wells in Sections 16, 17, and 20 are producing frdm_the

- Strawn soction, and the well inSaction 21 is a dry
hole,
I would like to direct your attention to Exhibit

Number 5 which shows the perforated intervals of pay
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development for the three producing wells. We can see

~here that the- State C Number 2, which is in Section 17; R

has a perforated interval, These are all neutron

porosity logs. The well in Section 16 is perforated.

The well in Section 20 has a longer perforated
interval and pay zone.

In Section 21, which was the dry hole, we sen
that the pay has failed to develop and thié;‘agaégi'ﬁust
points out the fact that we do héye very rapid'cﬂ;nge
in porosity and permeahility devglbpment over very‘ |
short distances in this field. |

The three wells that are producing are all producing
in excess of 200,006 barrels of oil as of the first
of 1972. I might point out that the well in Sec;iqﬁ 54,

is rather spotty with an accumulative production of

o
i

4,115 barrels of oil. The well in Section 19, the

Clinton-Monty State Number 1 shows 113,000 barrels which

again, shows the rapid change in the produéing
characteristics over very short distances. In Section
20, we have the Getty well, which has been referred

to before and which has produced over 900,000 barrels

’ of oil.

B T T e S SR T
INLYILL LU TIE wEow Wi avy e za
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to the SW of it another dry hole.. The nearest producer

in Section 19, is rather spotty and has producéd about
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1 15,000 barrels of oil as of the first of the year.
o 2| calling your attention down to the Lovington East |
:j 3 fieid, in J»Sectionv 4 of Township 17, South, Range 37
- 4 - East, we héve the Getty State U Number 1 ﬁhat has - - -
- 5 produced about 19,600 barrels of oil b’.efo‘r'e being
B 'E 6 temporarily abandoned and plugged back to the Péddock.
- E 7 In Secl'J.o'q 32;, Qe hav“e rthe Getty State. P Ngmberrl
f“ § 8 Whj.ch has produced ;19,000 ba;rels of accumulated
; OEG 9 production as of the first of thg year."»
: Er« _% 10 . So we can see that we could hai;e very marked
" i : e changes in our porosity and perméabiiity developmerit and
% ,, 12 these wells also exhibited producing ;:haracteriétics
T E o ST '
%E g Eij 13 : thatwerevery ‘c‘lose, one to the other.
;F: o gg 14| © Referring y9u to Exhibit Number &, would you éXpléin4
% “ ;% 15 what that is?
h §'3' 6| A £xhibit Number 6 is a copy of the acoustic log on the
3 o ) ‘ . ’
ari gg 17> Shipp Number 1 well, T have depicted sections here that
¢ by N
f z gé 18 includg what has been determined to be pay sections at .
[1 %; 19 short, perforated intervals.
Lii :;:g 20 ’ I have shown here, and it's a little hard to see, : »
[ 3 ‘ i ‘ : :
: §j 21 but I have assumed the minirﬁﬁm iﬁordsity below ’which B \
.z ) s
; . §§ 22 production will not occur as being 4 percent.
’ %LE %%’ 23 In othey words, we have a 4 percent porosity cut-off
£ 2o
“ 2: 24' iine and the average porosity line as oxhibited by the
TL,. - 25 sonic log, is approximately 4.8 percent. We understood :
o .
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that Pubco had cored theixr Number 2 Shipp, but the

,informatiqn was not available to us, so I needed to make

some calculations utilizing porosities that were a little

& --s-b ——

mora. ranresentative-because 1 felt this Onhe here was

=

low.

-they were the best logs available, and they were

porosity logs from the wells in Sections 16, 17, and
20,

In analyzing these logs, I axrived at an average

‘porosity of approximately 8 percent which was u5éd in

my calculations. 1 see now, from the datum that this
was probubly high by some 25 percent.
I refer you know to Exhibit Number 7, will you explain
that?
Exhibit 7 is a comparison of the reserve; calculated
by th'i voiﬁmetric mefhoq, The fluidféaﬁples on this
well indicate a bibble point of 2893,000 pounds.and
an accumulative pfoduction of 10,090,

on Exhibit 7, bottom hole pressure was again

measured and was found to be 4,188 pbunds and'from

- eliciting data from the fluid analyses, we were able to

determine the formation volume factor.that was initially

representative;bf the oil formation and was representative

‘of a pressure ‘of 4,188 pounds.
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~reservoir. The figure was calculated to be 741,600

Utilizing the simplified version above the bubble
point I was able to calculate from available data, the

amount of stock tank oil originally in place in the

barrels of oil. Without having better datum, I just

for estimation purposes, that the recovery

o]

assume
would be approximately 20 percent and Pubco has shown
it to be 16,67 percent, I believe.

I might point out'two‘thingé that might}alter the

“calculations of reserves, It is very possible that, in

view of the fact we do have bugular porosity we should
have matrix porosity due to the fact that the pressure
buildup has been so rgpid.

It is my féeling that the rapid pressure buildﬁé
is probably oécurrihg from the bugular porosity of the
resérvoir and the pressure measured here pibbébly is
pressure contribution from the bugular pordsitf of -the
reservoir, as opposed to the matrix porosity. |

So, if we had a longer shut-in pressure, we
might show tﬁét the pregsure dro§ was not guite as.
severe as we have observed here.

Also, the fact ﬁhat vwe have bugular porosity, I

think our recovery factor could possibly be somewhat

higher than the standard 20 percent. I think thedgggggijy;gé

indicates that we have a very limited :esefvoir and
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indicates that this field is right in line with what

we have seen in the Lovington East and Lovington North- -
east fields where those reservoirs have indicated that

they are somewhat limited in size.

Referring pack to kxnibit Number 1, I think reference

has been made to the three wells in Sections 6, 5 and

4 Qf 17 Souéh;Aé7_éaét. Thése wells are essentially
drilled on 160 acre spécing and the well recoveries
shown indicate to me, that they are not draining the
acreage. We don't know what they are draining because
they are all uneconomical wells‘so it is immatefial
whether they are on 40, 80 or 160 acre spacing. “

'They are not draining a very large area and juét
because you have water spécing,‘it ddeénft meéh you can
generate msre reserves. So I think we need to look at

the basic requirements in view of the reservoir

characteristics.

Referring back to Exhibit Number 7, I think that.
i mentioned before that the sonic log on the Shipp Number

1 indicated 4.8 porosity and the average porosity from

Pennsylvanian oil wells, was about 8 percent. I felt

8 pefcent was near right, but was probably highg; bt
on the other hand, 4.8 was low. Anyway, that was the
number I utilized on my calculations.

"Again, I estimated the recovery of stock tank oil
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R 1 to be placed at 20 percent. Utilizing the original
ﬁ 2|  formation volume factor, I made a volumetric calculation
. x’, 3 of 0il in place per acre foot and found it +tn be 52
4 vbarr,els of oil per acre fcot, - T T
- S My calculations or the net pay from the sonic
| %5 6 log of the Shipp Number 1 well was substantidted not only
SE 7 by the log, but from the time log which indicated that
§ 8 “"we do have rock that is more easily drillable here for,
0E6 9 I would suppose, greater porosity.
;H % 10 I determined from this 46 feet of net pay and I
‘ﬁ i 1 then calculated the recoverable barrels of oil on an
] 'E s 12 80 acre basis ‘and on a 40 écre‘ basis. On a 40 acre
r: g ;g 13 baéis, the total was 95,000 barrels and on 89 acres, |
§ti Eé 14 191,000 barrels. | ‘
; . '§§ 15 ' Now, if we agsume that the ;\j{e;;agg porosxty in the ]
e Ei §§ 16  area of the ShlppNumner 1 well ”is approximately ‘25; ‘
Zt“: ’ §§ 1 percent too high, and that would be indl;.cated bf the
; [ g’é 18 Pubco data, that would rednce the 80 acre drainage by
H gg 19 25 percent and put it at 150,000 barfelé'whiéh" agrees ;
2 : V
[‘ ;f " 20 with the 148,000 barrels fiquré. |
4] 2 < : :
H §§ 21 So this data indicates that we are dealing with '
" "W TR 1 a reservoir that might not be bigger than 80 acres
% ‘
}:‘ %% 23 ‘to start with, I ﬁope, for the sake of the operators, |
o e S o i *
i“ ié 24 that it prdves to be laxger, i}ut the data on hand to ”
im ) 25 date does no)t _indicate that it _shoul\a be larger.,
i ~
e ——
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1 We could cake the 80 acre total and multiply
B 2 by two and show we would get 400,000 barrels by draining
_ e 3 160 acres, but I think the data that has been calculated
41 ~indicates tiat wé do not have a reservoir that big., | |
) 5 I would say that it doesn't really matter and
; 6 that it is immaterial if you don't have a resgervoir
ST ey . - .
b g 7 ‘larger than 80 acres, you couldn’t expect to drain an
i (=) :
‘r 8 8 area larger than 80 acres,
) st = _
'{F" b 91 o Is that all you have in connection with Exhibit 7?2
J ;f i : - s . )
g“ % 10} A I believe so, -
;r E_ 11 Q Refexring you to Exhibit Number 8, would you explain
B =
; (o b] .
Lo = - 12 that?
i b 2
E r m : 4 X « [y (3 - : .
i1 % 9¢ 13 A Exhibit 8 is a study of the economic development. In
: B W 0 - ¢ . : .
r' - 14 arriving at item number 1, we utilized $3.44 per barrel
1] w . : L
; F . . : .
F‘ '4_‘,'; 15 o of 0il and-$§0+22 pez-MCF of gas. I utilized an average .
J’*" §§ 16 of 1,000 cubic feet per barrel of oil, which is-probably E
‘E‘ 18 49 . a little low.
N 33 o | .
‘ \ 20 18 I estimated taxes and operating costs and ran this
i 2: 19 out mathematically and showed that to pay out for the
3 9 » N . _:'{
z a . : . e
. §F 5; 20 drilling and preliminary tests, the taxes and operating 4
CiE | 2% : ~ ‘ : i
- / : §i 2 E costs, it would require approximately 90,000 barrels |
, 1 ¥4 ST 3 of oil.
‘E ° < 23 If we reduced our average porosity to 6 percent "
: g © . 2
5 - %
H iﬁ 24 instead of the 8 percent, it would show that on 40 acre *,
ke 25 , spadimj it would bhe uneconomical,
b |
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24 |

On 80 acre spacing, I think we probably have a
reasonable prospect,we certainly would get our money

back, plus some morxe and changes afé that we might

L
SVEALOP

1)

recovery might be greater than 20 percent and this

would be a major thing that I think we might see. And,

" also, the pressure that we have measured might be a

little higher than we think, at least this is my
opinidn. Of course, if the pressure is higher, wé should
show more oil in place.

| rNow, I ﬁight mention that the pressure taken in
the Shipp Number 1 was after pfoduction pf some 10,900
barrelis éf oil. At that time, calcuiations shguid have
been made as té what the volumetric oil in place should
have been. |

Do you have any comments with respect to any of the

“Exhibitsvintroduced'by Pubco?

I might make a comment on Exhibit Number 5, their

Exhibit Mumber 5. Again, I believe the location of

their well Number 3 would perably be -just gbont on

this line (indicating), I'm not sure of théﬁ'ihough.‘
This wdu1d indicate it would be sharing the

drainage ateaftﬁat éhe Héféiﬁg4ﬁﬁmberrlAi§ 3&%?#55 énd

which would indicate that we now have essentially three

wells which might be sharing recoverable reserves of

wore r §éfve§"5§”ﬁ§ﬁﬁ§w6fmiaa“iﬁ1ﬁ§§;Wwéﬁé;'éﬁé”wm'”‘

R e g e
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150¢?&~"barrels of oil,

What conclusions have you come up with as a result of
your studies in this area?

It is my conclusion that 80 acre proration units woulad
be preferable in developing the field because of the
erréﬁic nature of the porosity and pe:méabillty, This

erratic nature would cause risks in gettihg dry holes

space outs.

The rapid changes would not only affect drainage;
but actual pay development. We have said that these
welis, in this“aféa,-do change very rapidly aﬁd we have
seen where a well will iedover a lot of oil right next
to a dry hole.

The communication between thelﬂarding well -and.
the Pubco well ‘is obviously verxy good and I think that
the risk that is inherent in this reservoir was exhibited
by Pubco in its desire to drill their well as close to
the discovery weli as.they_could get.

With the risks involved in this xeservoir, 1

probably would have done just what they did, get as close

to the pféduéet as I cculd because I don‘t want to drill

a dry hoile.
someone than get a dry hole.

Do you have any further conclusions?




]

-

’
Ly
s

Sl
-
A

: |4

' 1] a You have good rock development in the reservoir and
- 2 ~the economics of 80 acre spacing will be very adequate.
¢ 3 If you did not have good rock development the fact
4 you drilled on 160, or 320 acre spacing would not help
- ] you economicualiy vecause, with poor rock developnent,
;g 6 you are not going to be able to drain a very largs area
% 7 » anae o _verL) ,
-— 7’ .
g; anyway
&f 8 o Is it your opinion, then, that the adoption of temporary
§§ 9 80 acre spacing will be in the interestwﬁf'conservatioh,‘
o . : . k
get] 10 of hydro carbons and the prevention of underground
o) o
E% 11 waste?
)
= " 12] A Yes, sir.
q s | ‘
_%g 3§ 131 Q Would adopting 160 acre spacing protect correlative
35 | -
i3 14 rights?
uE 151 A I would say no, because you might miss, completely miss, :
L e T e hind AR e , TEeEEE EEpiara Sl -
gg 16 tiae developnent of a por051ty or permeability zone.
" | :
32 gy Q Do you have anything else that 'you would like to add?
(3]
£ 48| A2 I think that possibly the Exhibit of Pubco, Pubco's
L S <
g: 19 Exhibit Humber 5, that indicated bottom hole pressure
5; 20 that we do see that apparently the pressure is beginning
Ta ‘ : . -
§; 21 to turn or curve and this could possibly iindicate that
2 . :
90 , : ,
:E 2 we are seeing some pressure coming out from the matrix
3 .
ar . .
32» 23 of the reservoir which might support the fact that we
Zo . o U e -
fﬁ 24 have a little higher pressure than we think we do, I

cextainly hope so, becausé that would mean there would




l I : N

N

%

P R

=3

L S et e

T e Y e

AN e

] i g e

N

N E

-z

Bl

~ R

- ile

i~

>
»

[

rt

!

i

:
,,,,,

k

-
1 3
’

 COrmic

n
.

y. meier & m

dearnle

209 $IMMS BLDG ¢ P.O. BOX 10020 PHONE 24366910 ALBUQUIMRQUE. NEW MEXICO 87102

1216 FIMBT NATIONAL BANK BLOG. €43TsALBUQUERQUIL, NEW MEXICO 87108

10

11

)
14
15
16
17

i8

19

23

25

mee 71

be more reserves to be produced.
MR. HINKLE: Wé would like to offer Exhibits 1

through 6§,

e MR UPZe— -Bxh

~

into the record of this case.
(Whereupon, Harding's Exhibits 1 through 8
were entered in évidencé.)
MR. UTZ: Any queStiéﬁé?'

% % % %

CROSS~EXAMINATION

’: —

BY MR. SPERLING:

Q Mr. Williamson, referring again to Exhibit Number 2,
X believe it is, énd the three producing wells that
you referred to and the'onehdry hcle which are in the
Lovingtén NortheastkPool aréa, do you have an opinion
as to thé extent ofjihe area that thos; weilé éfe -
dréining agd have drained? ‘ |

A Yes, I’have. Look at this (indicating) and it is my‘
opinion that those wells are very capaﬁle of obtainin;
a production fhat,they had exhibited from 80 acre
spacing.,

Now, this line will sﬁéﬁ vhat the pay interval is.

In other words, there has not been sufficient testing
“in those wells tb indi6ate’how far the pay zone extends

Lelow the pore formation.
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So, by referring to Exhibit 5, we can see the
perforatédwiﬂterQAis are in the top of the indicated
porosity zone.,

In considering the volumeréf oil produced from some
of those»fhat have been drilled on 80 acres =~ well, I
think the highest -- well, I don't think we are looking
for 900,000 barrels -- naturally, we will be looking for
it.

Even on 160 acre spacing, it could occur?
What about 160 acres?
It could occur on 160 acrérspacing?

Oh, ves.,

"Now, if this -~ if your conclusion concerning the extent

of this reservoir as possibly being confined to 80 acres

- is true, should not the next step be taken in order to

confirm whether it is or not?
If we determine this from subsequent pressures, I,
personally, if I were an operator spending h§~money,

wouldn't drill another well énywhere here before I got a

U‘féfge pressure buildup. I feel it is a greater risk .

stepping out on a 160 acre basis because you are very

likely to miss part of thé reservoir these wells are

producing from,
This well was not taken to the Strawn zone by Pubco,

obviously they did not feel the well justified‘going any
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doeper to the Strawn.

I beliove you already reduced your volumetric calculations

soma 25 percent?

Yos.

Now, in arriving at your net pay figufé, how did you
concluda;there were 46 net feet of pay when there seems
to be an indication of a maximum of 34 feet?

I took all the net pay above the 4 percent porosity
cut“off‘éhich was confirmed by the log on the Shipp
Number 1.

Would ybu consider this core information to be more
reiable?

I would suppbse it would be, ves,

What kind of scale did you uée for theba percentrcutroff
in porosity?

What kind of scale?

Yes, porosity scale.

' I calculated the matrix velosity for the reservoir and

used the  time equivalent equation to calculate what 4
percent would be,
Now, if I understood you;:teéfimony correctly, I believe

you suggested temporary 80 acre spacing, What exactly

do you mean by that?

Well, as I understand it --

Mt s a5 T el

'MR., HINKLE: That is what the Application is for,

L S W T . F L L
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temporary.

Q

(By Mr. Sperling) Well, are you suéggsting the
possibility'thaﬁ, at some time in the future, this be
expanded to 160 acre spacing?

I have no feel for that, as far as I am concerned,
permanent 80 acre spacing ru;es cou;d be gaopted.
Do’you think that Pubco's Exhiﬁit S shows that the

il is draining in eXcess of 80 acres?

It shows 90.4 ;cres.

Dec you agree with tﬁat?

If we assume the reservoir.is. homogeneous within the

circle, yes. If it is not homogeneous, we could have a’

"y

limited reservoir that is smaller than 90.4 acres.

okt

But you don't have any evidence of that?
_No, there is noﬁe in existence. |
Did your studies indicate the‘presence of fractures .
insofar as ﬁhese zones are concerned in the Strawn and
possible communication between them?
I have no data as to fracture conditions in the
' resexrvoir, perhaps the corg'analysis would show it,
Mr, Williamssﬁ, on your Exhibit Number 2, I‘nptiée you

have a location shown to indicate your Number 2 well

in Section 11?2
Yes,.

ans as to the drilling of that well?

P

What are your p
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was called as a witness and, having been already duly sworn,

testified as follows:

BY MR. HINKLE:

“driliing, the walifjust to the north of your location?

I will defer that to the operator.
MR, HINKLE: The next witness will cover that.

(By Mr. Sperling) Do you know about the Pubco well

I was told that it was around 9,000 feet, that's all
the information I have had to date.

MR, SPERLING: I have no further questions,

"MR. UTZ: Any other questions?

{

{(No response.)

MR, UTZ: If not, the witness may be excused.
(Witness excused.,)
R

JAMES JUSTICE,

' DIRECT EXAMINATION

Q

A

State your name, residencé and position, please.

My name is James O, Justice; my residence in in Dallas,
Texas; and I am chairman of‘the board and chief execuﬁiﬁe
officer of'Harding 0il Company.

What is the relationshiip between Harding Uil Company

and the.Spencer and lHudson partnership?

We have a consulting arrangement and we work with them

on a'ﬁumber of different prospective drilling opportunitie#
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0O

and>£66k from th;m, at their recommendaéion, the

Pubce farm-out that had been made to them previously in
November of last year.

And you have assumed responsibility for complying with
the Pubco contract?

Yes.

And ﬁardiﬁé»oil Compéﬁy deépened the Pﬁbco well égd

ﬁade the discovery?

Right, there was a goodvopportunity from three standpoints
one, the potential of the reservoir; two, the oprortunity
for de?elbping acreage significant to us, and thifd, |

the opportunity for return.

"/State, briefly, how the Harding Oil Company is operated.

Basically we obtain;prdspects from consulting geologists

-0of which Spencer and Hudson are'major contributors. We

offérrﬁhese through an investing public.
Have you given notice to the public company of your
attention of drilling the Number 2 well in the time

provided by the farm-out agreement?

Yes.,
What pxocedure are you following?

Shdrﬁly after completion of éhe Shipp Number 1 well
we prepared our S-10 registration and submitted it to
the Security and Exchange Commission for their review.

There is' a 120 day clause associated with this and we

AR R e L e i e

e
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-

recognized ;hat because of the time this would be
difficuléxto achieve,
Have you filed with the Security and Exchange Commission,
a plat or plans for development not only of the Number |
2 well, but of the acreage in general?
Yes, in our initial registration with the Security and
Exchange Commission, we filed for the development of the
acerage pn'80 acre spacing if it were oil and 320
spacing if it were gas.
vThis action was taken by us not only from the

recommendations ¢f the consulting geologféis, but also
on our own house investigation. We felt that, as a
result of examining the area, from the way it drilled
and the way it drained; that producing on 80 acres
presented the optimum kind of spacing fof“ﬁhe area. it
was on that judqmeﬁt énd on that‘bésis-ﬁhat we went
ahead with the 80 acre proposition.
Now, if the Commission should approve 160 acre spacing,
would this bhe difficult for you concerning your
Application with the éacurity and Exchange Commission?
There would be‘severai adverse effects, a significant
time.délay would be associated with it, and it would
require refinancing.

It would also requireé'changing the ground rules

unde> which the offers would be made. This would be a
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18..‘

pl

difficulty ﬁot only with the Security and Exchange
Commission, but I think it would put onr contraét in
jeopardy so far as our ability to meet the time require-
ments of the contract are concerned.

Do you have any intention after drilling the Numbéf 2
well, of drilling additional wells in the area?

Yes, we have applied -~ we have made application to drill

two additional wells. These applications are being held

pending the outcome of this hearing.

Can you tell the locations ;f those welis?

The locations are shown on Exhibit 2, and they are -
designated the numbers 3 and 4 wells, There's one to
the east and one to the northwest.

and, if 80 acre spacing is adopted, you intend to

proceed on the basis outlined and drill these wells?

Yes, ﬁhat'iS'correct.
From all the;iﬁfo%@gﬁign'whichﬁhas been available to
you and from employing consultin§ firms, have you formed
any conclusions as to how the area should be developed?
Yes. |
Ffbm a coﬁéervation standpoint?
Yes; First of all, we feel fhe original assessment
and conclusions have been_bonfi}med.;

Secéndly, we feel that it would be in the interest

of our investors to continue on 80 acre spacing.
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Third, we feel that in the interest of conservation,

PAGE 79
¥ l N
‘ - it will effectively and efficiently drain the acreage
!

— \ ' based again on the assessments obtained form the
ot 4 consulting engineers,
- ; s Fourth, we feel that it will also preserxrve the
- S °l correlative rights of others in the area, that 160 acreé :
g ‘ g 7 spacing, in oﬁr view, would jeopardize.
; ‘é 8 Q Have you any 'objections,vor any favorable comments from Q
. . 1[.. oJ 9 any operators in the area concernin§ your Application for
? ; Srun :
! % 10 80 acre spacing?
] i ni a- We have gotten letters of support from several péople in
;E 3 13 the area; Mr, H. L. Brown, Atlantic Richfield, and
é gg 13 I think, probably one other who may have comﬂ\’un-icated"'
. ‘ §§ 14 . by telegram or let{:er gupporting 80 acre spaciﬁg‘. r
z3 ‘ , s
:?',E 151 ¢ Are these from oimexs who have acreage in the area that
) gé 16 are supporting your Aﬁéliéééibn? ” E
f3 g':: ‘é Q Do you have anything further?
H %g 19| a Nothing other than =~ I realize these Lusiness aspacts
Lo a : :
ﬁ Li ‘é_% 20 ‘ “are not féally germane to the Commission's deliberations,
o » :
“ ‘Eé Zi’ nonetheless, I Wanted to take the oyportunity tq_ point N
. B ;g 22 them out because, in our. perspective, they are ' |
L: gg 23 significant factors that influeh;:e bur oéerations. We
i gﬂ 24 ‘i‘feel that from a business aspect there is good and
! be 25 sufficient reason for c_on‘tinuing on SLacre spacing for. ;

e
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tﬁérreasons that havé been outlined hére today and
which support our initial judgment‘in making this
particular arrangement,
MR, HINKLE: We understand there'have beéniletters
oL ce;egrams sent to uvne Commission.
MR. HATCH: There is a telegram from Pennzoil,; a
telegram from Atlantic Richfield, both in support of_Harding;s

Application. There is also a letter froﬁ Texas Independent

Patroleum supporting Harding Oil Company's Application.

MR, HINKLE: I believe that's all we have,

MR. UT%: I would like to ask a question in regard
to the Number 2 well. How much longer do you have to geét
the approval of the Security and Exéhange Commission to
complete the well? ” ,

THE WITNESS: Ve have made appiication and expect
comment this week from them.

MR, UTZQ Any other questicns?

* & & * %

" CROSS~-EXAMINATIONM
'BY MR, SPERLING:
o] nDid you have separate ragistration for sach of these

prospects, Mr. Justice?
A We have filed separately on the first and second, on
the subsequent ones, we might not.

Q What are the economic risks to Harding under your

AT A
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»arrangement?

We have econoric risks in terms of the cost of the
acreage that we are dealiﬁg with here, along with the
initial acquisition risk. We have legal fees and risks
in terms of meeting our contract obligations. Some of
the risks are more than economic.

Well, assuming the cost of the well to be $300,000, hnw
much of that represented”investment-by Harding?

I can't give you the precise figure off the top of my
‘head, but our investment in tﬁat would be a small
percentage of the total investment.

What is your participation in production?

We will pafticipate in production by less than 20
percent,

So, in effect, the wells are being paid for by your ,,"
investors? |

Yes.

And you receive a 20 percent interest without a

~substantial investment in the cost of drilling the well;

is that a fair statemént?

‘.I think that's a>fair statement, yes.,

Y

Reférring to the contract and the acreage that you have
under the Pubco farm-out, yoﬁ have a double number of
locations available to you on 80 acre spacing == or to

your invéstors, than you would have on 160 acre spacing?

(/,.}:) f.'\
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A I haVen‘trcounted them up, but it seems logicai to say
that,

MR. SPERLING: I think that's all I have.

MR. UTZ: Any other questions?

{(No response.)

MR, UTZ:  If not, the witness may

(Witness excused.)

MR. UTZ: Does that complete your case?

MR.‘HINKLE: That concluéééi&ﬁfwéase,

MR, UTZ: Any statements?

MR. BUELL: On behalf of H, L. Brown, Jr., we would
like té support‘the Harding Application and oppose the Pubco
Application, |

Onlihe 80 acre sphcihg, we feel it would be prudent
to require'drilling either}iﬂ:the SE?4 Quartef 6r the NE/4 .
Quarter éf §n§ sé¢£ion. o |

MR. UTZ: The northeast?

MR. BUELL: The NE and the SW, I'm sorry.

MR, UTZ: Anything further?

MR. SfERLING% I would like to say just briefly,
Mr.»Exgminer, that we feel that the“data which isvbased cn’-
reliablé information and not'oﬁ specﬁlati;é data which was
présente& concerning the reservbir,héeftainly supports the
Application of Pubco for 160 acre spacing.

While it is true tha’: there are only two wells
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presently drilled and completed in the pool, the information

i 51 ~“| whichis available at this time from the standpoirt of
~esexrvoir information is much more abundant than in any other
two well fields I have ever seen before. I think this

| =y 35| information shows conclusively that it would be economically

k%ﬁi
o

prudent to develop this field on 160 acre sgaéing,

e
1
»
"

7 MR. HINKLE: The well was deepened on information
8| given to Harding by Pubco which showed on its face that this

9 | was possibly a very limited area. It has been brought ocut

T
Oy
& w
R IR R Y ...'. ‘ . . i i‘

10 | here in testimony, that drilling in the Strawn area in the

11 | vicinil, of the northeast and east areas have been very

dearnley, meier & mc cormis

§ 2 12 | erratic and it is clear that this is a stratographic formation .
AL 2¢ 13| or pool and that you can have a dry hole right next to a :
: g IT 14 producer. :
! §y o
ﬁ g'ﬁ 15 I think that in summing up all the evidence together i
i F4 3
& 9 .. . ) ) :
. U §8 16 | that has been introduced by both sides, would indicate that i
i « ¥
oW 2
:: 5 <3 = : : N " . '] 8
\gtg <3 i7 | it is a limited reservoir and I think that Roy Williamson's :
£ 20 3
: : a3 ) 5
v z §E 18 | testimony shows very definitely that he wouldn't even advise i
¢ p ,
T:. e [*} . .
§§g %g 10 | an operator to drill anocther well if the pressure continues
E Ty ‘
gi% §x 20| to drop. I don't think the Commission can assume here that
ol 2 ]
o ] .
; ; §: 21 | the reservoir has sufficient cevelopment to justify 160 acre
3 . Z N
; 00 , :
t* ﬁg 22 | spacing, at this time.

O

a - ) v ’ _ B
AL: 2 : So 1 believe the thing to do at this time would be

: 2 o . .

: zz .

o~ 24| for the Commission to adopt temporary 80 acre spacing rules on

A
a e

25 ‘the basis of one year and to take a look and see what develops
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beééuse it has beenvindicated that there are going to be
several other wells drilled iﬁ thé meantime,

MR, SPERLING: The obvious answer to that is, you
can't undrill welis that are already drilled.

MR, UTZ: Any other statements?

(No response.)

MR, UTZ: If not, the case will be takén under

advisément.

. Y
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STATE OF NEW MEXICO )
-} ss
COUNTY OF BERNALILLO )

I, RICHARD E. MCCORMICK, a Certified Shorthand Reporter,
in and for the County of Bernalillo, Staﬁe of New Mexico, )
do hereby certify that the foregoing and attachead Transcript
of Hearing before thé‘New Mexico 0Oil Conservation Commission
was reported by me; and that the same is a true and corzact
record ofJHQQISaid proceedings to the best of my knowledge,
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" GOVERNOR
. BRUCE KING
QIL CONERERVATION COMMISSION - CHAIRMAN -
STATE OF NEW MEXICO + LAND CONKISSIONER -
ALEX J. ARMIIO
P. 0. BOX 2068 - SANTA FE MEMBER -
81501 )
STATE GEOLOGIST
o A. L. PORTER. JR.
July 17, 1972 SECRETARY - DIRECTOR
Mr., James E. Sperling Re: c?" §°' ?748
Modrall, Sperling, Roehl, Harris Order No. R-4337
& Sisk
Applicant:

Post Office Box 2168
Albuguergue, New Mexico 87103

PUBCO PE].‘ROLEUM CORFORATION

Dear Sir:

:Enclosed'hétewith are two copies of the above-referenced

Commission order recently entered in the subjact case.

Very truly yours,

;(/:r’ ’474/)’%;?’é:*' Q,rv

A. L. PORTER,
Secretary-Dlrector #2°

Jr.

ALP/ix
Copy of order also sent to:

Hobbs 0OCC X
‘Artesia OCC

Aztec OCC

Cther Mr, Clarence Hinkle, Mr. Sumnexr Buell
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THR MATPRR OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4748
Order No. R-4337

APPLICATION OF PUBCO PETROLEUM

CORPORATION FOR SPECIAL POOL
RULES8, LEA COUNTY, NEW MEXICO.

ORDER OF THE CCMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 28{ 1972,
at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this__ 17 day of July, 1972, the Commission,
a quorum being presen laving considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

 FINDS:

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

(2) That the applicant, Pubco Petroleum Corporation, seeks
the promulgation of epecial rules and regulations for the Humble
City-Strawn Pool, Lea County, New Mexicn, including provisions
for l60-acre spacing units and wells to be located within 150
feet of the center of any quarter-quarter saction.

{3} That the evidence presented at the hearing disclosed
that the wells completed in the subject pool to date have
experienced a rapid decline in bottom~hole pressure which would
indicate that the pool reserves are either extremely limited or

tha araa nf r!ra{nagn ia vary small ar Lath

Mol e SIS i 8

That the evidence indicates that nc well in the pool

would have 160 prodd,tive acres to be dedicated to it.

(4) That the applicant has not established that the wells

in the Humble City~Strawn Pool can efficiently and economically

drain and develop 160 acres or that the establishment of special
rules and raegulations providing for 160-acre spacing units, even
on a temporary basis, would prevent the egonomic loss caused

by the drilling of unnecessary waells, avoid the augmentation of
risk arising from the drilling of an excessive number of wslls,
prevent rcduced recovery which might result from the drilling

% i . . . . 7 |




" ,N

entry of such further orders as the Commission may deem necessary.‘

..2..
CASE NO. 4748
Order No. R—-4337

of too few wells, or otherwise prevent waste or protect correla-~
tive rights.

{5) That the subject application should be denied.

IT IS THEREFORE ORDERED:

(1), That the subject appliéation is hereby- -denied.
{(2) That Jurisdiction of this cause is retained for the

DONE at Santa Fe, New Mexico, on the day and year herein-
&bﬂ“a ‘anianatad-

- e 5 ~—,---b—“'

STATE CF NEW MEXICO
OIL CONSERVATION COMMISSION

/o /LW//( o

BRUCE KING, Chairman

////,/

x J . amber

A. L, POR’I‘ER, Jr., Member & Secretary | %

SEAL

dr/







location, Lea County,,New Mexxco.,w P ) bov
styled-cause, seeks authérity to drill a:proa cing well 1in i
Southeast Maljamar .Grayburg-San Andres Unit terflood Project
Area at an uhorthodox location 1155 feet . from the South line -
and 1385 feet from the East line of Section 29 Township 17
. South, Range 33 East, Maljamar- Pool,. Lea County, New(!exlco o
"Applicant further seeks a procedure whereby additional 1njec-
tion and production wells within the prgject 'area at un- - :
orthodox 1ocations may be approved administratively.

CASE 4751:_1App11cation of Sun 0il Company for pool extension, Lea County,-
B "New Mexico. Applicant,
T T T Textension of the horizontal llmits of the Lusk-Morrow Gas Pool
Lea County, New Mexico: to ‘include all of Sectlons 15 and 16
of Township 19- South Range 32 East. "

CASE 4752:. Application of Claude’ C. Kennedy ‘or permission to flare

' ‘casinghead gsas, McKinley. County, New Mexico. Applicant, in
the above-styled cause, seeks an exception to Order No,
R-407D0, to flare caslnghead ‘gas produced by hls ‘BSK Edna -
Well No. 1 located in Unit F of Section .8, Towilship 17 North,
.Range 8 West, Lone Pine Dakota "D" Pool, McKinley County, -
New Mexico. L -

PR i




_within a radius of 150'L7_” o1 - cer . '
“mental quarter section,™ ¢ amended to read, ‘uithiah
a radius of 0 feet of any quarter~qnarter section.” I '

... Would appreciaste it if you would. cotreét the applicatien
" by interlineation accordingly.

“Thank you very much.

Johnson
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CORE LABORATORIES, INC.
Pstroleum Rescrvoir Engineering o
DALLAS, TEXAS S
June 2, 1972

Pubco Petroleum Corporation
P. O.: Box 869 o
Albuquerque, New Mexico 87100

Attention: Mr. J. C. Johnson

Subject: Core Analysis
Shipp No. 2 Well
Wildcat
Yy Lea County, New Mexico
’ Location: Sec. 11-T17S-R37E

Gentlemen:

Diamond coring equipment and water base mud were used to core the
subJect well. The cores were sampled-by a- representative of Core
Laboratones, Inc., under the direction of an employee of Pubco
Petroleum Corporation. The analysis was performed in our M1dland :
laboratory. -Results of the analyses are presented in tabular and
graph1ca1 forms on the attached Coregraph. ,

Strawn formation analyzed betweén 11,440 to 11,492 {eet is inter- . !
preted to be oil productive where sufficiently permeable. Average | '
core analysis valies -and theoretical maximum recoverable oil esti-

mates, calculated from estimate” original reservoir fluid charac-

teristics, have been prepared and are presented on page one of this

report. :

We sincerely appreciate this oppc)\;r‘funity to serve you.

Very truly yours,

Core l.aboratories, Inc.

. /e/.f /‘Zf ” ,.;3

R. S. Bym%r. . o i
RSB:AB:dl . District Manager ' I
} cc. - Addressee . -
l cc. - Mr., M. E. Causey
Pubco Petroleum Corporation : -
Midland, Texas 79701 EXHIBIT 6

.‘?ﬂ
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CORE LABORATORIES, INC. ~
Petrolewm Réservoir Engineering
J— — - D ALLAS . TEXAS e s 2o Tr i e e S
Page 1 of 1 File WP-3-3465
Well Shipp No. 2
CORE SUMMARY ‘AND CALCULATED RECDOVERABLE OIL
[ —

FORMATION NAME AND DEPTH INTERVAL:  Strawn 11,440.0-11,492.0

PEZET OF CORE RECOVERED FRGM AVERABE TOTAL WATER BATURATION: ’ 5 &
AUOVE INTERVAL 50.0 PER GENT OF PORE BPACE 52.9
T or co AVERAGE CONNATE WATER SATURATION:
IHELUDED IR AVERAGES 21.9 PER CENT OF POFE BPACE (c) 34
AVERAGE PEAMEABILITYS 4 - : ' GRAVITY: SAP!
MILLIDARCYS Max.:| 20~ OIL GRAVITY: %AP (e) 45
90° :{ 10 ‘
PRODUCTIVE CAPACITY: . ORIGINAL BOLUTION OAS-0IL RATIO:
MILLIDARCY-FEET Max. :| 438 CUSIC FEET PER BARREL (e) 1000
90° | 219
. ORIDINAL FORMATION VOLUME FACTOR: BARRELS
AVERADE PORDBITY: PER CENT 6.0 BATURATED Qi PER BARREL BTOCK-TANK ol (€) 1.58
AVERAGE REBIDUAL OIL BATURATION: 3.8 CALCULATED ORIGINAL BTOCK-TANK DIL IN PLACE:
PER CENT OF PORE BPACE . BARRELS PER AGRE-FOOT ) 234

Calculated maximum solution gas drive recovery is 30. barrels per acre-foot, assuming production could be
continued until reservoir pressure declined to zero psig. Calculated maximum water drive recovery is 48
barrels per acre-foot,assuming full maintenance of original reservoir pressure, 100% areal and verticul coverage,
and continuation of production to 100% water cut. (Please refer to footnotes for further discussion of recovery estimates.)

FORMATION NAME AND DEPTH INTERVAL:

OVERED FROM . ) AVERAGE TOTAL WATER SATURATION:
::%‘I;:DT"G‘F‘:\E’ARLEC £ ‘ PER CENY OF PORE BPACE
FECET OF CORE - . AVERAGE chNATE W.ATER BATIJRATIBNV:
INCLUDED IN AVERAGES - e PER CENT OF PORE SPACE ;
AVERAGE PERMEABILITY: ' h GRAVITY: .
MILLIDARCYS . OIL QRAVITY AP1

: ARIBINAL BdLUTIDP‘ GAS-01L RATID:

MILLIDARCY-FEET TS - GUBIC FEET PER BARREL :

. 3 : ORIGINAL FORMATION VOLUME FACTOR: BARRELS
AVERAGE POROBITY: PER CERT SBATURATED DIL PER BARREL 8TOCK-TANK OIL

r REBI qiIL SATURATION: CALCULATED GRIOGINAL STOCK-TANK OIL IN PLACE:

:ggﬂégnc*r“ur F?Il).'é‘EL BUPACE R . BARRELS PER ACRE-FOOT
Calculated maximum solution gas drive recovery is barrels per acre-foot, assuming production could be

continued until reservoir pressure declined to zero psig. Calculated maximum water drive recovery is
barrels per arre-foot,assuming full maintenance of original reservoir pressure, 100% areal and vertical coverage,
and continuation of production to 100% water cut. (Please refer to footnates for fusther discussion of recovery ettimates.)

(c) Calculated  (e) Estimated  (m) Measured  (*) Refer to attached letter.

These recovery estimates represent theoretical maximum values for ;olution gas and water drive. They assume that production is

I startsd at original seservoir pressure; i.e., no account is taken of production to date or of prior drainage to other areas. The eyem of

factors tending to seduce actual wltimate recovery, such as economic limits on oil production rates, gas-oil ratios, or water-oil ratios,

bave not been taken into account. Neither have factors been considered which may result in actual recovery intesmediate between solu-

tion Fa and complete water drive recoveries, such as f‘“ cap expansion, gravity drainage, or, partial water drive. Detailed predictions

. of ultimate oil recovery 1o specific abandonment conditions may be made in an ragineering siudy in which consideration is given to
overall reservoir characteristics and economic factors. It

These analyses, ojﬁnfons or interpretations are based on observations and materials supplied by the client to whom, and for whose exclusive g;d confidential use,

this repost is made. The interpretations or opinions expressed represent the best judgment of Core Tsharatories, Inc. (all ercors and omissions excepted) ; but
re Laboratories, Inc., and its officers and employees assume no responsibility and make no warranty or repréesentation  as ic 152 productivity, proper operation,

1 or profitahieness of any oil, gas or other mineral wall or sand in connection with which such report is used or relied upon.

g e T
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CORE I.ABORATORIES, INC. Petroleum Reservoir Engineering

coMPANY___ PUBCO PETRCLEUM CORPCRATION

FILE NO._WP~3-3465

werl - SHIPP NO, 2 . DATE . 5-24-72 _ ENGRS. ___BOONE
FIELD_ WILDCAT FORMATION_STRAWN ELEV. 3757' KR

COUNTY. LEA- : stare NEW MEXICO pric. FLO._WATER BASE MUD _ cores____DAIMOND & 1/4% |

LocATION__2130' FEL 1980' FSL XW/4 SE/4, SEC ReMARKs__ SAMPLED AS DIRECTED BY CLIENT l
11-T178-R37F

CO/APLETION COREGRAPH 1

ALY ty arpee ary based on obitregtant and matecol wuppled by the chiest 1o whom, and lox =Ross gacteny ve and tonfidearel
e, this 1aaaet iy -.4. u. «nerpretatien) of 5Rin.Onl Reprenrd reprasent the best vdqment of Core 1obarotoras tac oM errary and omasigay ascepleds,
byt Core Labaroiorer. Inc and .1y offaers ond employess. ariuer o ray poubd tr and mate ~o worranly or rep’ a1 12 the peod: . proper

~geioten. or profsablneis of aay ol gos o other Mm.rp.0l waN 8¢ 3033 (A CORARKLEn mth which Such repost 1 wied o rehed wpon
a 4 a
CHERT |aaq0,8d ANHYDRITE {aetits?

. DRy
; SHALE DOLOMITE @ . OOLITES | 205c00) , S

L]

. o o

: ) SA‘MPLE”CH'ARACTERlé‘r!CS PROBABLE PROLUCTIAN 10TAL WATER 0—O
* L F-Fractured L:laminated FG; M§; C& -Type Grain Size  $-Stylolitic V:Vuggy 0-0il W-Water G6:Gas T:Transitional

PERCENT PORE SPACE

75 50 25 .

’:E§ - *Z‘E?,‘,fxﬁﬁt':r'ilém"ﬁbg :t; sziigkzzézs \/ PERMERBILITY O—‘O POROSITY X---X DIL SATURATION X--~X
EE FeeT o3 MILLIDARCYS - PERCERT PERCENT PORE SPACE
i TR R 0 s 10 s 25 50° 75

2 TR SN SR NI I | Sy TS TRV DUIN TRENN UL %‘ —— ' 1*;7{?;:
, N FEENY NERES ERNE\ EERENEN] FEESHESE:
‘ k SElL T T 1k
- : +43 1 Tvﬂ
— Ry R Tl 13
— s 11449 1| | SR I
1]1144070%41,5] 140 97 /J11.8] 2.6|57. 4V fea i) ittt ! » L ki
- : | inuian \ N T
2]  41.5-43.01776 - | 2.3 ]| 8.7] 3.3;43.60v [ lii11¢ i ’?, 4 L G
B i ! HiEE iR ( T
3| 43.0-464.4) 35 1 23 9.3] 2.9/42.5v. 1! FURERY BRARN. AR3H NGRS ) S IRIE- I
4111666.6-6581 3.6 1 2.1 1 5.4) 3.6135.4 V_feer=rtT TR R s s | O _%iligi'l !
P 1 i R EERR
«t 5 45.8-47.51 26 _ dlﬂz‘ I £+>1 i i
L s AN IHHE BN
0|11447.5-49.0{ _0.9_ | Lyl p= I
7 49,0-50.51 13 LA : i :
——— 4
_8111450.5-52.0f__ 2,3} 0,
~ 5

10 1].‘;53 9-55,0{%.0,1
11 55.0:56.8]

| "] 1211456, 5-58.21%-0.1 s oot N ;
- { | 13} 38..-59.5} 1.6 . .”, ‘1 : !4 R §
‘ ' ATETEBEREEUEL | ELSSE LEES 12y O At :
1411559, 5-61.4] ~0.1 | <0.1 j 2.3{10,2;58.8v. 1 1.0 i 4. L
_ L - R TR i auk 1% o
15111461.6-63.01 0.2 -} »0.2 & S5.51 1. 7163 SHEYR L.
| 16] . 03.0-04.5! *0.4 | *0.4 | 6.7] 5.2]64.7 Ji, ‘\,_, Bik:
e - REL
= ™ !
17 1146&.5_, 66.0] 0.8y 0.0 | 4.5l 7.1fs54.xv Lg;ﬂ._.; 7
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CORE LABORATORIES, iNc.
Petroleum Reservoir Engx)leenhg

DALLAS, TEXAS 75207

- June 23, 1972 "2
~ TP v
v d; R ' Y REPLY TO BOX 4337
o < ~\o MIDLAND, TEXAS
-5 79701
1 £25-7.1
| N
Pubco Petroleum Corporation f}

P. Q. Box 869.

véAlbuquerque, New Mexico 87101

Attention: Mr. Charles Sanders
Gentlemen:

In accordance with your request we have performed a depletion drive study
of the Strawn oil reservoir available to your. Shipp Well No. 2, Lea

County, New Mexico. Two cases of reservoir drainage per well were investi-
gated: 80 acre and 160 ‘acre. A summary of basic data and study results

is presented below:

80 Acre Case 160 Acre Case

Avg. Porosity, Pct. 6.3 6.3
_Avg, 0il Permeability, Md. .. 5.3 . 5.3
Avg. Interstitial Water Sat., Pct. 25.0 25.0°
Avg. Net Productive Thickness, Ft. 30.0 30.0
0il FVF at 4800 psig, Vol/Vol 1.642 1.642
0il FVF at 2835 psig (BP), Vol/Vol 2.707 1.707
Original- 0il in Place, STB 535,783 1,071,568
Original 0il in Place,“Bbl/Ac. Ft. 223 223
Ultimate 0il Recovery, Pct. of 0il ,
in Place 16.76 ' 16.76
Ultimate 011l Recovery, STB 89,815 179,630
Ultinate 0il Recovery, Bbl/Ac. Ft. 37.4 37.4
Ultimate Gas Recovery, MSCF 476,788 953,577
Total Primary Producing Life, Yrs. : 5.9 11.8

Certain assumptions were made in the performance of the two cases. It was
assumed that the average reservoir thickness, rock and fluid properties“
exhibited by the Shipp No. 2 would be ‘constant throughout the two drainage
areas considered. Also, it was assumed that the reservoir would produce
vnder the primary influence of a solution gas drive mechanism to an abandon-
ment reservoir pressure of 500 psig. To arrive at the producing life it was
assumed that productivity would decline in accord with the effects of in-
creasing reservoir gas saturation on relative o0il permeability.

We are enclosing copies of our computer output pertaining to core data .
grouping and averaging and the two cases of depletion drive material balance.”
Table II of the material balance for each area case presents the time-rate
calculation results.

EXHIBIT 6A

UNITED STATES T CANADA SOUTH AMERICA EUROPE AFRICA AUSTRALIA ASIA

PSR B




If you have any question regarding this'study or require additional
assistance in this regard, please do not hesitate to call.

: "W?ﬁBéd‘Péfiaiéﬁﬁwbérbaiétiéh
: June 23, 1972
: Page No. 2

CKO:wiy

Enclosures

V-ory truly yours,

CORE LABORATORIES, INC.

O W,

C.- K. Osborn,
Division Engineer




RECOVERABLE OIL RESERVES
" HUMBLE CITY-STRAWN POOL

BASIC DATA
S - Log - - Core
Average Porusity - Harding Shipp #1 5.10% --
Average Porosity - Pubco - Shipp #2 6.30% 6.00%
ASéﬁméd'Avefaéé Porésify,‘?ield 6.30%
Average Feet of Pay, h : - 3o0' - 1
v : - : ER UTZ
Water Saturation 25% BEFORE EXA%‘S COMMISSION
: ik CONSERVATl vt
Recovery Factor 16.767% EXHIBIT NO. A
FVF @ origiral BHP 4800 psi 1.642 1?;;;:N() o /. gif—"““’”""
Soompiied / - G R ‘
VOLUMETRIC CALCULATION | .y Sute .= 27" =20 ]
\ e man T o i
| Original Recoverable 011, Bbls/Ac-Ft 7758 4 (1-5%) x (RF)
) . (FVF)
: 17758)’(2'222) (0'75) x (0.1676) = 37.4 Barrels Oil Per Acre Foot
Where,
¢ = Fractibnal porosity of rock

Sw = TInterstitial water saturation, fraction of pore space

h = Vertical feet of net pay
B
FVF = Formdtion volume factor, barrels oil at original reservoir conditions X
per barrel stock tank 0il at normal surface conditions.
RF = Recovery factor, fractional part of original oil in place recoverable by

solution gas drive mechanism.

7

EXHIb.T 7
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Revanue For Average Well

80-acre - 89,815 barrels oil per well @ $3.56 $ 319,741
476,788 MCF per well @ $0"25 119,197

20 000G

v 430,730 S

160-acre - 179,630 barrels oil per well @ $3 56
953,577 MCF pér well @ $0.25

Less Royalty @ 18.75% 82,301
Less Taxes @ 7.1% 31,165
‘Total Revenue 25,472
Expense ,
Drilling, Completion, Tank Battery ' $ 230,000
Pumping Equipment | B 30,000
Operating Cost
. 80-acre -~ 5.9 years @ $6,000 ‘35,400
160-acre - 11.8 ve ar‘r@-$65000 :
Total Expense ' - ' $.2 5 bO
Net Profit = $ 30,072
Profit to Investment Ratio - 0.12

NOTE: The analysis does not consider any dry holes that may be drilled.

dry hole cost s $162,000.

BEFORE EX/ s+t . 5 ""“"
OIL CONSERY; - 5sioN I - o
I T TERE R ~——6 B
CASE NO A > ¢ LE CITY-STRAWN PUOL
Y itted bL [;./LL/L, o LEA COUNTY, NEW MEXICO
deuiing Date Lo o -0 )
e — - ‘*“““u___j 80-Acre

160-Acre
Spacing

639,483
238,394
$ 877,877
164,602

62,329

$ 650,946

$ 230,000

30,000

One (1) producer on 160-acre spacing will support two’(2) dry holes.

Five plus (5+) producers on 80-acre spacing will be required to support

one (1) dry hole.

EXHIBIT 8

Estimated
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BEFORE THE OIL CONSERVATION COMMISSIO

;-'.Z———e-—- —

OF THE STATE OF NEW MEXICO OH.QO‘CQVAN“H

IN THE MATTER OF THE APPLICATION

'hﬂ ™
or DPUNCH LETROLEU“ COPDPORAMTON

FOR ADOPTION OF SPECIAIL POOL RULES

FOR AN UNDESIGNATED STRAWN

PENNSYLVANIAN POOL LEA COUNTY,

" NEW MEXICO, TO PROVIDE 'FOR 160~

ACRE DRILLING AND SPACING UNITS

AND FOR THE ESTABLISHMENT OF AN S _

OIL ALLOWABLE BASED ON 160-ACRE : yi '77?7
‘ . Case No

SPACING

APPLICATTION

Comas now PUBCO PETROLEUM CORPORATION, hereinafter
called "Applicant," and states: _ |

1. Applicant is the owner and op;rator of Pubco Shipp
No. 2 Well located 2130 feet from the east line and 1980 feet

‘from the south line of Section 11, Township 17 South, Range'

M.P.M., which said well is producing oil from the

b B | _— ""
37 ‘Bast,

Bt

Strawn Pennsylvanian Formation; said well having been drilled

————,

to a total depth of 11,685 feet. The discovery well drilled

————

in said pool is designated as the Harding 0il & Gas Company

~—

Shipp No. 1 Well located 20890 feet from the west line and
~——

——

2310 feet from the south line of Section 11, Township 17‘South,
Range 3%‘East, said well having been drilled to a total depth
of 11,672 feet and completed for initial potential of 286
barrels of o0il per day and repotentialled at 624 barrels of
oil per day. Both of said wells are producing from the Strawn
Formation of Pennsylvanian age. Spacing is preséntly governed
by state-wide rules of this Commission. A plat showing the
location of said wells and surroundihg acreage within the
hereinafter proposed pool limits is attached hereto as Exhibit
"A" and madé'a part hereof. The names of operators in the
area and thé:acreage to which their operating riéhés'pértéin

are shown on the plat and a llSt of the operatore affectesd by




this Application is attached hereto as Exhibit "B" and made
a part hereof.

2, Special pool rules and regulations should be adopted

by this Commission concerning the drilling of o0il wells in said

pool and the productlon thexefrom, 1nclud1ng, but notlimited to,

-~ provisions for drilling and proration units. A nrﬂratiol'ﬁﬁit

should be established as a governmental quarter section of the"
U. S. Public Lands Survey consisting of not less than 160 acres

and the unit well should be located at least 660 feet from the

boundary of each governmental gquarter sectlon and at least 330

feet from the boundary 1;ne of each governmental quarter-quarter
section; provided, however, that such unit well may be loccated
within an area having a radiﬁs of not to exceed 150 feet from
the center of each governmental ' . ection. "a."—

3. Geological and engineeringfdata presently available
1nd1cate that the wells descxlbed above are completed in a
common oil reservoir and that one well w11l efflclently and
economically drain the recovery oil in place in the Strawn
Formation underlying an area in excess of 160 acres.

4, Reasonable geological i egerence dictates that the

horizontal limits of the pool should be established as com-~

prising sections 1, 2, 3, 10, 11, 12, 13, i4 and 15, in Town- _

ship 17 Sbuth, Range 37 East; and Section 6, 7 and 18, in

Township 17 South, Range 38 East.

5. It is economically‘wasteful to drill wells in the
pool on drilling units containing less than 160 acres and
closer spacing would constitute waste by permitting the dril-
ling of unnecessary wells.

6. The establishment of drilling and spacing uniég}
as herein requested, is necessary for the orderly development

Gf the common source oOf supply in the reservolr in which the




e

above-identified wells are located and the driiling of future

wells on the space pattern hereinabove set forth will protect

the correlative rights of all parties affected, will prevent'

physical and economical waste and will eliminate the drilling
of unneceésary wells, provide for the orderly development of
the pool and will promote the recovery of oil from said pool
in an efficient and economical manner.

WHEREFORE, Applicant respectfully requests this matter
be set for hearing after due notice as prescribed by law and

upon such notice and hearing, the Commission issue its order

, gstablishing special pool rules for this pool as designated by

the Commission and providinc for 1l60-acre dr?lling and spacing

units, as hereinabove set forth, and for allowables based on

~l60-acre spacing, and for such other and further relief as the

Applicant may show itself entitled to receive. Applicant re-~

quests this matter be set for hearing bhefore an Exéminer"on

- o o ”~
June 28, 157Z2.

Respectfully submitted,

PUBCO PETROLEUM CORPORATION

By: MODRQ?L SPERLING ROEHL HARRIS & SISK

By: ~/Ckg;“wf\ zi obh/x&N“\(P
Jafles E. Sperling, jts attorneys
Posit Office Box 216 3

lbuquerque, New Mexico 87103
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NAME 0 -

Pubco Petroleum Corp.

Getﬁy 011 Company

Conoco

Mobil 0il Corperation

The Louisiana Land &

Exploration Co.
Freepert Oil Company
Depco
Rebel 01l Co.(Howell Spear)
Westezn'Reserveé 0il Co.
Roy Barton

o

Ralph Lowe Estates
Citgo
Southern Union Gas Co.
Consolidated 0il & Gas

ARCO -

Pennzoil United, Inc.‘

- ANV A A s 1 v N SR AR N A RSN FC sy e N s s

WORKING INTEREST OWNERS

. LOCATION

Sec. 34, 35 & 36, T-16S, R-I7E
Sec. 1, 3, 10, 11, 12, 13, 14
18,

& 15, T-17S, R-37E & Sec.
T-175, R-38E

Sec. 33, T-16S, R-37E,
Sec. 4; T-178, R-37E

Sec. 33, T-165, R-37E

Sec. 13, T-17S,

S, R-37E,
Sec. 18, T-17S, R-38E,
Sec. 33, T-16S, R-37E

~4
ru

Sec. 36, T-16S, R-3
Sec. 4, T-17S8, R-37E

Sec. 31, T-16S, R-38E
Sec. 31, T-16S, R-Z8E,

Sec. 6 & 7, T-17S, R-38E

Sec. 31, T-16S, R-38E,
Sec. 6 & 7, T-17S8, R-38E
Sec. 7, T-178, R-38E

Sec. 14, T-17S, R-37E

Sec. 14 & 15, T-17S, R-37E

Sec. 14, T-17S,.R-37E

Sec. 22, T-178, R-37E

Sec. 15, T-178, R-37E &
Sec. 22, T-178, R~37E

Sec. 9 & 16, T-17S, R-37E
Sec. 9 & 16, T-17S, R-37E
Sec. 10 & 21, T-173, R-37E

//I

Sec. 10, T-178, R-37E

CADDRESS. U .

P. 0. Box 8065
Albuquerque, N.M, 87103

Box 1231, Vaughn Bldg.
Midland, Texas 79701

408 West Wall
Midland, Texas 79701

Box 3109

Midland Savi1gs Bldg
Midland, Texas 79701

Box 431
Permian Building )
Midland, Texas 79701

Box 633, Wall Towers West
Midland Texas 79701

1605 Wilco Building
Midland, Texas 79701

1005 V&J Tower ‘
Midland, Texas 79701

1025 Petroleum Club’Bldg.
Denver, Colorado 80202

Box 96, 191 N. Turner
Hobbs, New Mexico 88240

Bldg. of the Southwest
Midland, Texas 79701

P.0. Box 968, 300 W. Taylor
Hobbs,; New Mex1co 88240

Box 832
Midland Tower Building
Midland, Texas 79701

800 Vau0hn Building
Midland Texas 79701

Fidelity Union Tower
1507 Pacific Ave.
Dallas,’ Texas 75201

Lincoln Tower Building
1860 Lincoln. Street
Denver, Colo.

Box 1610
Atlantic Richfield Bldg.
Midland, Texas 79701

- Drawet 1828

Wall Towers West %
Midland, Texas 79701

e




 Harding 011 Company

Tom Brown & ti. L. Brown
Gulf 0il Company
Kewanee

Midwest 0il Corp.

ﬁumblg 011 & Refining Co.
Phillips :Petroleum Corp.

L. C. Harris (Lawrence C)
Kirby Petroleum

Texas International Pet-.leum

Fortson "A" Corporation

Evgrett Hass

Amerada

Ry v-z! AAVSVETA LSRR R AP L AR R IR E RN 27 RO Y RN PR L SRR PR
,,’f,,age -2- .

Sec. .

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

11, T-17S, R-37E

2, T-175, R-37E

r-]j'—J
pemd pud
ol o |

@

2-178-37E

3, T-178, R-3/E

3 & 4, T-17S, R-37E

4, T-178, R-37E

&, T-178, R-37E

13, #-17S, R-37E

3 & 12, T-175, R-37E

15, T-173, R-37E

9, T-17S, R-37E

31, T-16S, R-38E

[ASNE IR V%

PVTRT R SRR T I

[ XY

~Hinkle Building

- 1720 Wilco Building
Midland, Texas 79701

B S .

L I D I

4317 Oak Lawn
Dallas, Texas 75219

Box 5706
315 Midland Tower Bldg.
Midland, Texas 79701

Box 1150
Gulfl Building

Midland, Texas 79701

Box 1859
209 1st Savings Bldg.
Midland, Texas 72701

1500 Wilco Building
Midland, Texas 79701

Box 1600 : i
Humble Building |

- Midland, Texas 79701

4th & Washington

Phillips Building
Odessa, Oklahoma 79760

Box:1714
Roswell, New Mexico 88201
Box 1745

1200 1st City Nac'l Bk Bldg
Houston, Texas 77001

c/o The Eastland 0il Co.
704 Western United Life Bldq
Midland Texas 79701

28 Midway Street
Bristol, Tennessee 37620

P.0. Box 2040
Tulsa, Oklahoma 74102
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}A’MU' THE PURPOSE OF CONSIDERING:

" BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO -~

1IN THE MATTER OF THE HEAKinG
ALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR

CASE No. 4748

Order No., R- ﬁjj Z

APPLICATION OF PUBCO PETROLEUM
CORPORATION FOR SPECIAL POOL
RULES, LEA COUNTY, NEW MEXICO.

N\ W
X

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June. 28 , 1972
“at Santa Fe, New Mexico, before Examiner Elvis A. Utz .
NOW, on this day of _ July . 1972, the Commission, a

quorum being ‘present, having considered the testimony, the record,
and the recommendations of the Examiner, and belng fully adv1sed

_in the premlses,

FINDS:

(1} That due public notice -having been given as required by
law, the CommlSSIOD has jurisdiction of this cause and the subject
matter thereof,

(2) That the applicant, Pubco Petroleum Corporation, seeks
the promulgation of special rules and regulations for the Humblé
City-Strawn Pool, Lea County, New Mexico, including AIprovisions
for l60-acre spacing units and Wells to be located within 150

feet of the center of any quarter-quarter section.
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CASE NO. 4748
i Order No. R~

i (5) That the evidence presented at the hearing disclosed
ithat the wells completed in the subject pool to date have
iexperienced a rapid decline in bottom-hole pressure which wonld
iindicate that the pool reserves are either extrenmely limited or
area of dréinage is very small oxr both.
That the evidence indicates that no well in the pool would

have 160 productive acres to be dedicated to it.

<'U(4) That the applicant has nct established that the wells
in the Humble City-Strawn Pool»can;efficiently and ecnomically
drain and develop 160 acres or that the'estéblishment of special
rules and regulations providing for 160-acre spacing unit§, even
on a temporacy bésis, would prevent the economic loss caﬁsed
by the drilling of unnecessary wells, avoid the augmentation of
risy arising from the drilling of an excessive nu@pér of wells,
prevent reduced recovery which might result from the drilling of
toc few wells, or otﬁerwise prevent waste or protect correlative

rights. | |

(5) That the subject application should be denied.

IT IS THEREFORE ORDERED:

(1) That the subject applicaﬁion is hereby denied.

(2) That jurisdiction of this cause is retained for the
entry of Such‘further orders as the Commission may deeﬁ necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.

i et t,kﬁé‘
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