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bocket No. 22-74

“Dockets Nos. 24-74 and 25-74 are tentatively set for hearing on Auguet 21 and
September 4. Applications for hearing must be [iled at lecast 22 days in advance
of hearing date. -

DOCKET: EXAMINER HEARING - WEDNESDAY - AUGUST 7, 1974

9 A.M. - OIL CONSERVATION- COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or Richard L.
Stamets, Alternate Examiner:
CASE 4749: (Reopengg) (Continued from the July 10, 1974, Examiner Hearing)

In the matter of Case No. 4749 being reopened pursuant to the provisions ;
of Order No. R-4338-A, which order continued special rules for the !
Humble City-Strawn Pool, Lea County, New Mexico. All interested !
parties may appear and show cauege why said pool should not be !
developed on 40-acre spacing.’ !

CASE 4946: (Reopened) (Continued from the July 10, 1974, Examiner Hearing)

In the matter of Case No. 4946 being reopened pursuant to the provisions
-of Order No. R-4581, which order established temporary rules for the
Crosby~Fusselman Assoclated Pool, Lea County, New Mexico. All
interested parties may appear and show cause why said rules should

not be rescinded.

- CASE 5282: .(Continued from the July 24, 1974, Examiner Hearing)

Application of Union Texas Petroleum Corporation for downhole commingling,
Lea County, New Hexico, "~ Appiicant, in the abové-styied cause, seecke -

“approval for the downhole commingling of Jalmat and Langlie;Mattix
production in certain of its wells in the Langlie-Jal Unit Area,
currently: being waterflooded under authority of Commission Order No.
R-4051.

CASE 5287: Application of Mobil 01l Corporation for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above~-styled cause, sceks an
order pooling all mineral interests in the Pennsylvanlan formation
underlying the N/2 of Section 12, Township 21 South, Range 26 i{ust,
adjacent to the Burton Flats-Morrow Gas Pool, Fddy County, New Mexlico,
to form a standard 320-acre unit to be dedicatéd to applicant's Paderal
12 Com Well No. 1 to be drillied at a previously approvcd unor thiodox
location 660 feet from the North and Bast lines of sald SeciioniZ.
Also to be considered will be the cost of driiling and completing said
well and the allocation of such costs, as well as actual operating costs
and cnarges for supervision. Also to be considered 1s the designation
of appliszant as operator of the well and a charge for risk involved 1in
drilling said well.




TEXAS INTERNATIONAL PETROLEUM CORPORATION

1720 WILCO BUILDING
MIDLAND, TEXAS 79701
PHONE 915-682-9741

Rigust 2, 1974

New Mexico 0il Conservation Commission YZL ﬂ
State Land Office Building

Santa Fe, New Mexico 87501

Attent1on Mr. Dan S. Nutter ;;2 (::>A4gl¢;c,f/

/

‘Re: Docket /#4749

Gentlemen

{ n ‘the matter of the rehearlng for R-4338-A. Spec1a1 Field Rules for the
Humble City, Strawn Field, this is to advise that Texas International
Petroleum requests the continuance of 80 acre proration units. Based on-
production data to date from TIPCO #2 Nicholson well in the Humble City

~ Strawn field, we can not economically justify any development on a spac-
ing pattern less than 80 acres per well.

‘Respectfully,

TIPCO

z;&”@?‘\

obert 0. Burkett
Division Manager

ROB/pw

cc: dJames 0. Justice




| CASE 5272:

CASE 5273:

Examiner Hearing - Veédnesday - July 10, 1974 ‘ Docket No. 19-74

-3

“In the matter cf the hearing called by ‘the 0il Conservation Commission

on its own motion to permit Consolidated 0il and Gas, Inc., United
States Fidelity & Guaran:y Company and all other interested parties
to appear and show cause why the Consolidated 0il _and Gas, Inc.,_
Price Weil No. 1 located in Unit N, Section 15, Township 31 North,
Range 13 West, San Juan County, New Mexico, should not be recompleted
as a single-zone well or be plugged and abandoned in accordance with
a Commission-approved plugging program.

In the matter of the hearing called by the 0il Conservation Commission
on its own motion to permit Eastern Petroleum Coxrporation, United
States Fidelity and Guaranty Company and all other interested parties
to appear and ghow cause why the following wells should not be
abandoned in accordance with a Commission-approved plugging program:

Castillo #1 located in Unit P, Seciion 35, Township 20
North, Range 7 West, McKinley County, New Mexico;

Chopup #1 located in Unit N, Section 30, Township 19
North, Range 6 West, McKinley County, New Mexico;

Chacra Mesa #1 located in Unit B, Section‘14, Township 19
North, Range 7 West, McKinley County, New Mexicoj

Blackjack #1 located in Unit P, Section 12, Township 21
North, Range 9 West, San Juan County, New Mexico;

Pornada #1 located in Unit H, Section 27, Township 18
North, Range 7 West, McKinley County, New Mexico.

(Reopened)

\

\

\

Y\\\CASE 4749:

CASE 4946:

In the matter of Case No. 4749 being reopened pursuant te the provisions
of Order No. R-4338-A, which order continued special rulea for the
numogr b1ty—btrawn ‘Pool, Lea County, New Mexico. All interested
partics 'may appear and show cause why said pool should not be
developed on 40~acre spacing.

(Reopened)

CASE 5110:

In the matter of Case No. 4996 being reopened pursuant to the provisions
of Order No. R-4581, which order established temporary rules. for the
Crosby-Fusselman Associated Pool, Lea County, New Mexico. All.

- interested parties may appear and show cause why said rules should

not be rescinded.

(Continued from Janua.y 16, 1974)

In the matter of the hearing called by'theVOil Coné&rvatibn Commission
on its own motion to consider the institution of gas prorationing in
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CLARENCE E.HINKLE 7 HlNKLE, BONDURANT, COX & EATON .  TELEPHONE(805)622:8810 ...~ -
T W ELBONOULRANT,UR. -

6800 HINKLE BuiLOING
LEWIS C.COX,JR.

PAUL W. EATON, JR. PosT OFFICE BOX 10

GONRAD E.COFFIELD .

HAROLD L.HENSLEY, JR. ROSWELL,NEW MEXICO 88201

STUART D, SHANROR 3 MIDLAND TEXAS DEFICE
C.O.MARTIN July 1 ’ 1974 52t MIDLAND TOWER

PAUL J. KELLY, UR. [ﬂjj :?] ( f"[]4(" “)—e\a‘ ‘eﬂﬁm
‘\{ TR Loy \\\ h

r_‘_ll\_ A
k// OlL CQNSERVA’t JON COMM.

Santa Fa

0il Conservation Commission

- Box 2088

Santa Fe, New Mexico 87501
Gentlemen:

Appearlng on the examlner s docket for July 10 is
Case 4749 which is being reoper.ed pursuant to the provisions
of Order R-4338-A which order continued special rules for
the Humble City-Strawn Pcol, Lea County.

We represent Harding 0Oil Company who was the original
proponent of the special pool rules and due to the unavail-
ability of witnesses for Harding for both July 10 and July 24
bacause of vacations, please onsider this as a motion on
behalf of Harding to cghfinue this cdse until the examiner's

docket of August 7. pre

L Y

2T ay

HINKLE, BONDURANT, COX & EATON

CEH:cs

DOCKET MAKED

225 -7
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¢ WILCO BUILDING
. MIDLAND, TEXAS 79701
PHONE 915-682-9741 i

’ 1
JUL - 5 1973 [

ou:j lﬁc‘;n%g:@;&u CoMm

New Mexico Qi1 Conservation Comiission
P. 0. Box 2088
Santa Fe, New Mexico

Re: Case No. 4749
Order No. R-4338
Humble City Strawn Field
Lea County, New Mexico

_Gént]emen:

/This is to advise that as an operator in the Humble City Strawn
jeld, Texas International Petroleum Corporation petitions the
retention of 80 acre proration units for each well completed
from the Strawn lime in the above ramed field{:>

Very. truiy . yours,

Y, Auzaéf«%

Robert 0. Burkett
Division Manager

ROB :nkb
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PETROLEUM CO.

July 5, 1973

New Mexico 0Oil Conservation Commission

With reference to the captioned case to be heard Wednesday,
July 11, 1973,<{please be informed that Mesa Petroleum Co. respect-
fully requests the examiner approve the 80-acre proration unit

currently established under the special rules and regulations for
the Humble City-Strawn Pool, Lea County, New Mexico in Order
No. R-4338.

Mesa agrees with Harding Gil Co. that 80-acre proration unitg are
adequate for economic drainage for this particular reservoir.>

i

Sincerely,

/.

J. L. Farrell

cc: Harding Qil Co.
Att: Mr. Lewis Bicking
© 408 Carillon Tower West
13601 Preston Road

JLF /tls ‘ ' :
Dallas, Texas 5240

Box 2088 I
Santa Fe, New Mexico 87501 '
Gentlemen: ‘ ,
Re: Case No umble City-Strawn Pool, Lea Couity, '
New Me 0
l

MESA PETROLEUM CO. / VAUGHN BLDG. / POST OFFICE BOX 2009 / AC 806 / 372-3411 / AMARILLO, TEXAS 79105
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Docket No. 19-73

DOCKET: EXAMINER HEARING - WEDNESDAY - JULY 11, 1973

3 AM. - OIL CONSERVATION COMMISSTION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Daniecl S. Nutter, Examiner, or Richard L.
Stamets, Alternate Fxaminer:

CASE 4749:

17 Consideratlon 2° the allowable production ofi gas for August,

1973, from seventeen prorated pools in Lea, Eddy, Roosevelt
and Chaves Counties, New Mexico. ’

‘Considération of the allowable production of gas from nine
" prorated pools in San Juan, Rio Arriba, and Sandoval Countiss,
New Mexico, for August, 1973.

~
N)
?

(Reopened) (Continued from the June 6, 1973, Examiner Hearing)

CASE 5019:

CASE 5020:

_ CASE 5021:

.to he cons

In the matter of Case No. 4749 being reopened pursuant to the pro-
visions of Order No. R-4338, which order established special rules
and regulations for the Humble City-Strawn Pool, Lea County, New
Mexico, including a provision for 80-acre proration units. All
interested parties may appear and show cause why sald pool should
be developed on other than 4Q-acre units,

Application of Cities Service 0il Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
an order pooling all mineral interests underlying the S/Z of Sec-
tion 14, Township 20 South, Range 28 East, Eddy County, New Mexico,
to be dedicated to a well to be drilled in an undesignated Morrow
gas pool at a standard location in Unit K of said Section 14. Also

e e = |
be the cost of dL4L11u5 and* completing said
Oni

de
well and the i-of such costs,” d4s well das acival operatlng
costs and charges for supervision. Also to be considered is the

designation of applicant as operator of the well and up to 200 percent

=
(9

. charge for risk involved in drilling said well.

.

Application of Belco Petroleum Corporation for special pool rules,
Lea County, New Mexiéo. Applicant, in the above-styled cause,
seeks the promulgation of special pool rules for the South Salt
Lake-Morrow Gas Pool, including a provision for 320-acre drilling

‘and proration units. In the absence of objection, this pool will be
rplaced on 320-acre spacing rather than the present 160-acre spacing.

Application of Mobil 0il Corporation for an unoruhodox oil well
location and special pool allowzble, Zea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to drill its

1Drooosed Mew Mexico "B® Well No. 9 at an unorthoadav laopatian G40

feet from the North line and 1510 feet from the East line of Sec-
tion 27, Township 10 South, Range 32 East, Mescalero-Devonian Pool,
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—itoa .
OIL CONSERVATION COMM
Santa Fe

0il Conservation Commission
Box 2088
Santa Fe, New Mexico 87501

Re:f Case No. 4749

Examinex's docket AJune &5, 1973

Gentlemen:

... This will confirm my telephone conversation with Mr.

Dan Nutter this morning in which I requested that the above

case be continued until the examiner's hearing of .July 11,

1973. This case was originaliy filed by Harding 0il Company,
and Roy C. Williamson of the engineering firm of Sipes,
Williameon,” Runyan & Aycock, Inc. of Midland was the principal
witness for Harding. Mr. Williamson has arranged his vacation
for the entire month ‘'of June and therefore will not be available
as a witness. It is for this reason that we requested that the
case be continued. : '

the case until the examiner's hearing July 11, 1973}

Yours sincerely,

o ;,CEH{C‘S

T GG James U. Justice
cc: Roy C. Williamson

- - E ) \
_You may treat this letter as a motion. for.continuance of -

DOCKET MANEN
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Décket No. 15~73

" DOCKET: EXAMINER HEARING - WEDNESDAY - JUNE 6, 1973

9 A.M. - OI1, CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

~The following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S§. Nutter, Alternate Examiner:

ALLOWABLE: (1) Consideration of the allowable produgtion of gas for July,

v N ’
1977 fram aavantesn nravatad naale 2o Yo wta oo T

and Chaves Counties, New Mexico,

- (2) Cpnsidgration,of“the,allowable“prodictig of ges fror nine .
prorated pools in San Juan, Rio Arriba, ard Sandoval Counties,
New Mexico for July, 1973.

CASE 4982: Application of Brunson and McKnight for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Ojo Chiso Unit Area comprising 5,120 acres, more

_or less, of Federal and State lands in Township 22 South, Range 34
East, Lea County, New Mexico.

CASE 4983: . Application of Gulf 01l Corporation for simultaneous well dedication
and non-standard locations, Lea County, New Mexico. Applicant, in
the asbove-styled cause, seeks approval for the simultdneous dedica~

. tion of two wells to a standard 640-acre gas proration unit com-
prising all of Section 35, Township 21 South, Range 36 East,
Eumont Gas Pool, Lea County, New Mexico, said wells being the W. A.
Ramsay (NCT-A) Wells Nos. 20 and 7 at non-standard locations in the
" center of Units E and N, respectively, of said Section 35. N

CASE 4749: (Reopened)

\\\\ In the matter of Case No. 4749 being reopened pursuant to the pro-
\. visicons-of Order No. R=43358, which ordétr established special rules

and regulations for the Humble City-Strawn Pool, Lea County, New
Meéxico, including a provision for 80-acré proration units. All
interested parties may appear and show cause why said pool should
be developed on other than 40-acre units.

CASE 4984: Application of Monsanto Company for a dual completion, Eddy Couaty,
New Mexfco. Applicant, in the above~styled cause, seeks authority
to dually complete its Miller Federal Well No. 1 locatéed in Unit G
of Section 3, Townghip 21 South, Range 27 East, Eddy County, New
Mexico, in such a manner as to produce gas from undesignated Atoka
gas pool and from the Burton Fiat-Morrow Gas Pool through the
“caging-tubing annulus, and tubing, respectiveiy . . S

CASE 4967: (Continied’ and readvertised from the Mav 9. ;973 Examiner Hearino)

Application of John M, Etcheverry for dissolucion of a standard-
proration unit and the creation of two non-standard proration units,
Lea County, New Mexico. Applicant, in tle above~styled cause, seeks
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JAMES E. SPERLING
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JAMES A PARKER k N (& )I
JOHN R, COONEY
; July 3, 197 e s e
ENNETH L. HARRIGAN f
PeTER 5 ABANG OIL CONSERVATION COMM.
Santa Fe

DALE W.EK -
DENNIS J._FALI\
FARRELL L.LINES

Mr. Elvis Utz

New Mexico Oil Consexvation

Commission
; P. O. Box 2088
Santa Fe,New Mexico 87501
Re: Case No. 4748, Application of Pubco Petroleum

Corporation; and

Case No. 4749, Application of Hardlng oil
Company; both relating to Humble City -
Strawn Pool, Lea County, New Mexico

Dear Elvis:

At the hearing held on June 28, 1972, there was repeated
reference toc and testimony. concerning the Pubco-Spencer

& Hutson-Harding 0Oil Company Farmout. Since the Farmout
Agreements and related documents are the best ev1dence

of -the agreemant,; I -anm cnu;uaa.ug ‘a’ 2&610)& copy of "an exe-~
cuted copy of the agreement with attached exhibits referred
“to in the agreement and. correspondence reflecting extensions
and consent to the assignment to Harding 0il Company. These
would have been tendered at the hearing, but at that time
coplies were no” available.

_/‘,' \ 0/1

mes E. Sperll g

JES:jv
Enclosures .
.ec:. .....-Mpr, Clarence Hinkle, w>b/ encl.

Mr. Frank Gorham, w/o encl.
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' J7CO PETROLEUM CORPOR/ 'OM R
January 11, 1972
: Spencer and hHutson
1212 vaughn Bldg, e
Ty - \Upildland, Texas 79701 _
. Re: 1MC-294 F/O Agrecement
Knowles, West Prospeact
‘Lea County, New Mexico
Sentlemen: g
. P - ’ - FEERE )
- The Farmout Agresment dated November 5, 1971 provides for your B
T ”_m_“dmwwcommencement_oﬁ-ze-en:§y~egeratiens~eawthsuinitiél‘ﬁsat'W§1i”iﬁ"Séctiéﬁ'ii;'“”W”
h | owmsgiilp 17 South, Range 37 East, Lea County, New Mexico on or before
:] anuary 15, 19/2, You have requested an extenajon of time within which to
commence this well,
| This letter will scrve as evidence of our agreement to extend
tha time for commencement of the above mentioned wvell to January 31, 1972,
This extension i given with the express understanding that if said opera~
ions are not actually commenced by said extended date, Pubco may, at its »
lection, consider the Farmout Agreemant null and void., All othar terms
and conditions of said agroement remain as written and {n full force and
effect, . g : -
Siﬁceiely,
~ PUECO PETROLEUM CORPORATION
'gﬁ:: - f;;-;:;Z§27ZPfC;'0/ S
: /r -/V. N - ‘M_, o
el . T - o £y - :
~ - Prank D, Gorhea, Jrdi - S
» President R IR
FDGJr: jass:kch | : -_.’5
—/’-:_:4 \{1{'/”-(.’:’ i fs\' - T \
ce. apctiy Sy
! N
o , NG
J W
U
P
- o <

i
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JBCO PETROLEUM CORFPOR/ ON .

becember.6,'1971

:

)

i

; ééencerrandvﬂqtson
i 1212 vaughn Building
1 Midland, Texas 79701

Re: MC-294 P/0 Agreemerit
Knowles West Prospect
Lea County, New Mexico

- ntlemen:

We acknowledge your letter of November 30, returning two executed
copfes of the captioned agreement, Although this agresment was received

herefn, Pubco

You did not provide additional inforwation under
the letter agreement as to notices, If the assignment to be referred, to

herefnafter covers all of your interest, then no such additional information
will be required, and not

11 be addressed 'in the sema fashion
depicted fu this letter, _

Atticle‘&f(c)‘of

Permission is granted to assign this
ompany, 4317 Oaklawn, Dellas, Texas 75219, PROVIDED HOWEVER, they fuirnish
ritten azreement to us conforming to the requirements of Article 14 of

- Exhibit “A" of the captfioned &agreewent, When such arrangements are completed,

we will need to be furnfshed additional informationiregarding notices, It
18 presumed these arrangewents will be co

test well as specified iy th

agreement to Harding 041

Sincerely,

PUBCO PETROLEUM CORPORATICN

N |
) _ ) " Frank D, Gorham, Jr. A/’
’ | President 7

. . . - ) SRR,
FDG, Jr: jaw:kh.
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RICHARD F. SPENCER
PETROLEUM GEOLCGIST

OSLER C. HUTSON
PETROLEUM GEOLOGIBT

j THUTSON

V AUGHN BUILOING
MIDLAND, TEXAS 79701
916 - 6683-2631

November 30, 1971

Pubco Patralonm l‘nvmnw:i-\ on
_P. 0. Box 8569

[ A 7oA ¥4

Albuquerque New Mexico 82103

Attention: Mr. Dale Harrison

rDear Dafe:

Transmitted herewith ave two executed cop1es of our farmout agreement
concerning the West Knowles Prospect in_Lea County, New Mexico. Also,

enclosed please find a check foy $7,155.00-for_the purchase of one -
wellhead and the intermediate cg31ng'1ﬁ“fhe SH“EB“#l dry*hole—~u

sz

We are requesting perm1ss1on at this timé to assign this farmout agreement
to Hard1ng 0i1 Company in Dallas, Texas (4317 Oaklawn, 75219). Harding
will commence the well as soon as possible and we will look forward to - —
- a big success.
Thank you for your cooperation.

Yours very truly,

RFS:jw
cc - Harding 0il1 Company

DES . i),
PLID
wwmmmmwl

—
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tract Depth and does nct elect to attempt a completion of rhe Test Well at- I
contract Depth, if it so desires it may then plug back and attempt a com- I

]

November 5,

OIL CONSERVATION COMM.
Santa Fe

Spercer and Hutson
1212 vaughn Building

LY XK K SO}
i

SIoioad, Tllee 79731
: Re: MC-294 F/0 Agreement .
) T . Knoules WYest Prognact . B

SR sAo e

Lea County, New Mexico

Gentlemen:

Pubco Petroleum Corporation (hereinafter called Pubco) is the owner and ’
holder of certain of the oil and gas leases described in the attached -
Exhibit "B", insofar as they pertain to lands described therein (herein-
after called the Contract Acreage) and this letter will confirm our agree-

‘ment with you pertaiﬁing to their exploration and development in accordance
~with the terms and couditions hereof: ' .

In consideration of the premises. and the terms aand conditions set ferth 1in

“this Ietter, it is hereby agreed by and between the ﬁndersigned‘parties,

as follows: .

1. Test Well:

(A) Upon acceptance of this Agreement, Spencer and Hutson
agrees to pay Pubco the sum of $1,155,00 for the purchase of one wellhead
and the intermediate casing in the Shipp #1 dry hole described hereinafter
in more detail, -

. (B) On or before January 15, 1972 you, Spencer and Hutson,
a partnership, (hareinafter called the "Operator") shall commence actual
re-entry of the Pubco Shipp #1 dry hole located ia- the NELSWE at 2,080 feer

FWL and 2,310 feet FS%. of Sec, 11-T17S-R37E, WMPM, Lea County, New Mexica

(hereinafter called the Test Well) and wich due dispat¢h and rezsonable ke
diligence continuously diill said well deeper at Operator's ssole cost, risk
and expense to a depth which will adequately test the %tratigraphic equiva~

“lent of the Pennsylvanian Atoka sandstone (as encounteied between 11,425 &

feet and 11,450 feet in the McAlester Fuel Co. - Toklan Royalty Tesc A-1
well located in Sec. 8-T17S-R38E), or to an estimated total depth of 12,000
feet whichkever is the lesser, (hercinafter called "Contract Depth") subject
to the further te:ms and conditions hereinafter, If Operator reaches Con-

pletion at any lesser depth, while the rig is still on location, all at ‘
its sole cost, risk and expense. ' In any such event, Operator shall proceed

{xev,)




Spencer and Hutson -2- November 5, 1971

to complete the Test Well for the production of o0il and/or gas in paying
quantities, or eise plug said well, all with due dispatch and reasonable
diligence, free of any cost or Liab*lity to Pubco.

2, Option Wells: In the event Operator has drilled the Test Well
to Contract Depth, all in the time and manner as - specified in Article 1,
Operatoc is hereby granted the right and option to drill an Option Well at
‘& locationof his choice on any 80 acre tract, other than the Test Well
tract, of the Contract Acreage and earn an interest in and to the leases ~
covering the Contract Acreage tract on which such Option Well is drilled
as set forth hereinafter, provided:

(A) Within one handred twenty (120) days after having reached
the Contract Depth in the Test Well Operacor shall elecL in writing whether
or not it will drill cthe Option Well
o (B) An election to drill the Optlon Well wust speclfy the
"location where the well is to be drilled on the Contract Acreage.

(C) If Operator earns and exércises its option to drill
said well, it agrees to commence the actual drilling of the Option Well,
within one hundred eighty (180) days ‘after having reached total depth in
theTest Well,. Then, Operator shall drill the Optlon Well with due dis-
patch and reasonable d111gence continuousiy to a total depth of its
cholce, and at its sole ;os*, risk and expense, subJect tc the teims and

conditiéns hereof.

(D) Operator agrees to furnish Pubco a copy of its monthly
production reports on each Option Well placed on production.

(E) ~In the event Operator drills said Option Well in the
time and manner set forth above, it shall have the further option to drill
a subsequent well under the same terms and conditions as required for the
first Option Well; provided, however, the election to drill. each subsequent
Option Well shall be made within rnirety (90) days after- reaching Total :
Depth in the prior well, and each subsequent Option Well shall be actually
commenced within one hundred twenty (120) days after reaching the Total
Depth., Drilling of the subsequent Option Well will renew the opLion to
drill another well, and ‘if Operator drills each Option Well in compliance
with all of the terms and conditions of this Agreement, it shall have a
-continuous right of development of each tract of the Contract Acreage

until all the Contract Acreage has been fully developed.

(F) It is understood and agreed however, that if Operator

{Rev,) e
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fails to drill any well under this Agreement in compliance with the terms
and conditious of this aoreement, or fails to make an election to exercise
an optiun provided for hecein In 2 tinely manner, or olag 1t 2lrcts not to
drill an Option Well; then in any of these events, this Agreement shall
terminate in its entirety (except for Operator's liability for any obliga-

~tions incurred theretofore) as to the Contract Acreage tract on which such

‘a well wpuld have been located; and Upéerator shali bc déemed to have released

event, -
3. Assignments: ' A
(A) When Operator has furnished satisfactory evidence to 7
A_EEEEQL that the Test Well has been drilled in compliance with all of the =~ . “Js_.
“"terms and conditions of this Agreement, and is completed as being capable 4;;Fajy_~
of producing oil and/or gas in paying quantities, Pulco shall promptly ey e

hY

‘Agreement. In addition, Pubco will- excepr ‘and reserve -unto itseli”iwn

"the despest depth’ drilled in the Test Well.

-whether the applicable spacing order is for 80, 160, or 320 acres. Appli-

This assignment will be made subject to the lessors' royalty and any and

and discharged all of its optioas or right and title in and to all the
leases and Contract Acreage yel to be earned, Operator shall execute and
deljver such releasas or acquxttances as Pubco may require, in such an

execute and deliver, without representation or warranty of title either
express or implied, an assigoment of all of Pubco’s rights, title and
interest in and to the oil.and gas leases more particularly described in
Exhibit "B", which cover,- and insofar only as-thsy cover the E%SWY% of
Section 11, T17S - R37E, Lea County, New.Mexico OR ELSE, the SWk%, or the
Wk qh1ghaxg;.al:g;pa&;ngﬂmgxnagglg go that the dgxllsite unit shall conform
to_the ngl rules, orders and/or xesulations of ti the Consexvation.Commisz
_ \ L j‘j'f 1e~Lhe. Test.Ngll is complefed.for.production...
Attachod heren 3 d Incerporated hevein by this reference are three
different plats, ‘{dentified as Exhibit D- 1,.D-2, and D-3. Each plat
depicts the locations described above by coloreu dlagonal lines as well
as the option acreage to be earned thereafter in so-called checkarboard
fashion (all being also called the Contract Acreage herein) depending on

cation of these alternative provisions shall apply to any and all Test aand
Option Wells drilled pursuant to this letter agreement., Such assignment
shall be subject to. the following additional limitatiouns and condxtions.

Said assignment will be wade on'a form acceptabxe to
Pubco, and te effeciive as of the date of re~entry on said Test Well,

all valid and existing overridinc royalties, or other lease burdens or
burdeas on production’ whlch appear of record as of the date of this

said assignment all horizons and formations lying helow 160 feet below

(Rev.)
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(B) When-Operator has furnished satisfactory evidence to
Pubco, that any Option Well has been drilled in compliance with all of the
terms and cronditdore af this Aeranmant and $o o0 70000 G5 Lelug capable
of producing oil and/or gas in paying quantities, Pubco shall promptly
execute and deliver, without representation or warranty of title either

express or iwmplied, an assignment of all of Pubco's right, title and -inter-

estinand to the 0il and gas leases more pa;tluula ly described in Exhibit
"B" which cover, and insofar only as they cover the 80 scre tract, or else,

the alternative tract as referred to in 3(A) above-and-as-depicted 6n either

Exhibit D-~1, D-2 or D-3 attached hereto, of the Contxaet Acreage on vhich
such Option Well has been drilled and completed,

A separate aseignment wii i be made for each earning
well, and each such assignment will be made in the same manner and subject
to the same terms, exceptions and reservations as is required for the
assignument whxcn way be made for the Test Well, as specified above,

(C) Any assignment made as provxded for in this Article
shall describe the legal subdivision of the section of lands. deseribed
in Exhibit "B" on which thu earning well is located, regardless of whether
" such subdivision contains more or less than 80, 160, or 320 acres of land,
- as the case may be.

4, Other Conditions‘

(A) It is disti1ct1y unders?ood and agreed that thl: Agreeu'
ment is subject to the additional terms, conditfons and p¥ovisisns set
forth in Exhibit "A", which is attached hereto and made a part bereof by
this reference. o

(B) In addition to any gedlogical requirements specified
q P
in Exhibit "A"‘ .

. 1) Operator shall run a complete electrical survey,
including: - :

‘ - a, Gauma Ray-Borehole Compensated Sonic’log or
~a Ganma Ray-Sidewall Neutron log, to be conducted by a reliable logging
company, from 9,163' to total depth drilled.

) b, indQEtion-Electfic log or equivalent resistivity
log. to be con d by a reiiablie logging company, from 9,163' to total

depth driiled.

ﬂ(Rev;)
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2) In addition to the requirements for daily dfilling
reports and notices set forth in Exhibit "A", on weekends or holidays

Operator should contact any one of the following representatives of Pubco's
office:

Office . Residence
M, E. Causey 505-842-1940 296-5872”7
“Dv-Ei-Crowley - - - 29646829

J. C. Johnson | 299-6029

. _ .~ 3) All notices, other than drilling reports as required
. above, required in Article 6 of Exhibit "A" shall be given to one of the
above named tepresentatives at Pubco's office or at their residence,”

4) In addition to the requircments of Article 6.e of
the attached Exhibit "A", Operator shall take clean samples at 10 foot
intervals, from 9,163 feet to total depth drilled (with the exact depth

noted thereon, one set of which shall be kept for Pubco at the Test Well -
site,

5) Pubco.shall be furnished a copy of the drilling time
log made from 9,163 feet to total depth drilled, .

o , 6) If a hydrocarBon mud logging unit is used, Pubco
shall be furnished one copy of daily progress log to be mailed daily; and
two fimal prints of the hydrocarbon mud 1log, ‘ '

- - (&) All notices to Operator may be sent to:

Spencer and Hutsqq.
1212 vaughn Building’
Midland, Texas 79701

ATTN:

Business Phone: G5 _£§53 - 363/
Home Phone: )

~ (D) .Pubco recognizes Operator may assign an intefest in )
this Agreement to one or more partners, It is understood and “agreed that
Opevator fias that right, subject to the dpproval of partners by Pubco,
and provided such other party agrees to assume its pro rata chars of the )

\

;(Rev,)
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terms, conditions and benefits of this Agreement, all as set

forth in Exhibit "A" hereof., However, it is further understood
and agreed that 1f Operator walizr such an assignweul to five ox
more parties, Pubco may, at its discretion, require such assignees
to appoint a single agent who shall have full authority to re-

ceive all notices and communications required herein,

(E) In addition to the requirements regarding payment
of delay rentals contained in Exhibit "A", Operator agrees to reim-
burse Pubco for all amounts of such rentals applicable to cach
tract of th~ Contract Acreage described in Exhibit '"B", from the
date Operator accepts this Agreement until a right to earn each
tract of the Contract Acreage is terminated or expires or the acreage
thereundeér is :2arned by notice of completion of a well capable of-
production of oil and/or gas in paying quantities, whichever is
the later date, : .

(F) Regardless of the possibility this Agreement
may be terminated by one party or another for bonafide reasons,
the Operator agrees to be bound to make any such payments required
to be < ade to Pubco as specified herein w1thout any r1ght to a re~
fund except due to clerical error, : S

This Agreement and the exhibits attached hereto and incorporated
herein contain all of the terms and provisions of the Agreement
of the part1ea "hereto pertainlng to the lease and lands in the
Contract Acreage, and tiieré shall be no changes, alterations or
modifications thereof unless otherwisc agreed to in writing by

_ the parties hereto, "If this Agreement is not duly executed by
Operator and returned to Pubco cn or before the /s7_

-day- of Decentrie. ,, 1971, then and thereupon, at
the option of Pubco, this Agreement together with the exhibits
attached hereto shall be null and void and of no effect,

IN WITNESS WHEREOF; this Agreement is executed in multiple copies, .
- each copy for all purposés to be deemed an original, effective
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..as of the date of acceptance hereof by Operator as evidenced by
the acknowledgment of its signature. '

Iy

-

~ ATTEST: » PUBCO PETROLEUM CORPORATION
{j /'A/‘tué Ft o= By: e //ﬂ/é»(/
I. W. Armstrong, Asst, S7Eretary Frank D, Gorhawm, Jr., President

 First. Parcy

Richard F. Spencer/

7o
- : ;
\..Cx\' // /. .

‘Dsler C, Hut§6n"- .

DPA Spencer and Hutson, a partnership

§ecoﬁd Party (Operator)

-

~ (See éttaéhed_acknowleﬁgment)

(Rev.)
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" act of said corporation,

),
) ss,
)

BEFORE ME, ,sz%?f// §;7 ‘45/;C97L\>, a notary public, on this

" day personally appeared’ @4’44 A 2 //U ety and L n s 42 544&41

known to me (or proved on the oath of ) to be

the persons whose names are subscribed to the foregoing instrument, and”
acknowledged to me that they executed the same for the purpose and consi-

deration therein expressed, Given under my hand and official seai this

JL day of A/ pmagrn liva £ 1971, : |

My Commission Expires: z/fiizf}4€ <;;?'4QZ?£2;,1
%WM// /7?73 . BEYY ¥ waAvY - Votar%mc

In And For Midland Coun y, Texas

-~ STATE OF NEW MEXICO )

) ss.
COUNTY OF BERNALILLO )

BEFORE ME, the undersignéd, a notary public, in and for said

~.County and State on this /é?l£1 day of November, 1971, pefsonaily

apﬁeared Frank D, Go%ham; Jr., to me kndﬁﬁ'to be the identicai”persoﬁ
described in and who executéd the within and foregoing instrument of writ-
ing and known to me to be the Presideﬁt oflPubco Petroleum Corporation,

and aéknowieéged td methathe dgly executed the same as his free and vol~-
untary act aﬁd deed for the usés apd pufposes therei; expresse&; énd as the

IN WITNESS WHEREOF I have hereunto set my ﬁand’aﬁdbaffixed o

my notarial seal the day and year last ‘above written,
My Commission Expires-

hast abov
March 18, 1975, - ' ‘5% qu%

Patricia M. Todd, Notary Public

) ,
i i .
i i -
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EXHIBIT "aA" - .

"Attached to and made a part of that certain agreement between
PUBCO PETRULEUM CORPORATION ("Pubco") and
, . Spencer and Hutson

dated November 5, 1971

» ("Operator")

1. Titles

. . - -Upon request; Pubco shall deliver to Operator copies of reélevant
title material and related data in its possession pertaining to the Contract
Acreage. Pubco, however, shall not be responsible for the content of such
- title material and data, and Pubco makes no representations or warranties’
~as to the completeness or accuracy of such title data, Pubco shall nov and
does not hereby make any covenants or warranties concerning the validity or
merchantability of Pubco's title te the Contract Acreage. Operator, at its
sole cost, risk and expense may conduct such title examination and secure
such curative material as it considers nascessary, and, without cost to - ~
Pubco, it shall forthwith furnish Pubco with copies of all title opinions
snd curative documents obtained, whether the same are obtained prior-ot
subsequent to the commencement of drilling operations hereundery

2. Default

»

: In the event Operator should either fail to commence the drilling
of any test well within the time and in the manner herein provided; or ‘
having commenced the same, should it fail or refuse to drill the same to
.Contract Depth within the time and in the manner herein specified, or comply
with all of the terms and.conditions of this agreement set forth herein;
then and in any such event, T TR G NS AL A U S AN S SRR IR
| exmErrrcit e e to iRl CTIER NI, and notwithstanding anything. in this
agreement to the contrary, this agreement, with the exception of Operator's
- obligations that may have accrued theretofore, as well as its obligation !
o to release and warrant, shall ipso facto terminate in its entirety and any {
fnterest which Operator otherwise may have been entitled to earn in or'to . {
\

the Contract Acreage shall terminate and revert to Pubco., In the event of
- any such default, Operator agrees that upon demand, it will forthwith re- ~
lease and quitclaim to Pubce any and all interest not then earned in the
' Contract Acreage and under this agreement, warranting the same to be free
and ¢lear of all liens, claims, encumbrances, overriding royalties or other
_ burdens on production caused, suffered or created by, through or under {it.

3. Operations

ATT arba.,
L =3 S S e

o3

P - -~ -
In osennection with the drilling a -operations con-

4 oo
ducted under or pursuant to this agreement affecting the Contract Acreage,
Operator shall observe and comply with the following provisions:

oLt . ~ a, Conduct all -operations strictly in accordance with the terms
: . and conditions of the 511 4nd gzae lease covering that portion of the Con-

tract Acreage upon which said well is being drilled.

. b. Observe and comply with all applicable laws, rules, fegu4
lations and orders of all governmental authorities and agencies, and
. timely file all reports required by such authorities and agencies.

: . ¢. Comply with the non-discrimination provisions of Para-

graphs 1 through 7 of Section 202 of Executive Order No., 11246, as amended
- (30 Fed. Reg. 12319), unless axempted by order of the Secretary of Labor
'{ssued pursuant to Section 204 of said Executive Order No,- 11246, or any
similar order pertaining to the same subject matter which may be in effect
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from time to time, at all times herein contemplated and during which the
leases and Contract Acreage which arerthe subject of this agrecwment are
subject to,the application and jurisdiction thercof,

d: Conform to established oil field practices during all
operations on the Contract Acreage and perform the same with due dis-

patch and AV E~anoe and In a sand and corboanlike wanner.

e. Complete each Test Well under this agreement through and
including installation of adcquate lease storage tanks (if an oil well).

_or a separator (if-a-gas well); or, if such test reésults in a dry hole

after having drilled it to Contract Pepth and tested it as required in
this agreement, lewfully plug the well, restore and abandon the premises,
and settle or make provision for the scttlement of all claims for damages
8ll within  nfnety (90) days from the date of commencement of actual
drillino thereof (unless extended by Pubco) and free of any cost, risk
expense or liability to Pubco.

4.  Substitute Wells

A. If Operator tlmely commences actual drilling of any TeSL

- WEIl on this Contract’ Acreage, but fails to drill said well to Con-
-tract Depth due to encountering adverse mechanical or geological con=-

ditions which are beyond its control, ‘and which, in the opinion of a
reasonably prudent operator, would maké it imp0531b1e or impractical to
continue operations, it shall have the right to terminate drilling said
well at such point and in such event shall promptly and properly plug.and
abandon said well. Operator shall have no obligation to drili a substitute
test well, but if it elects to do so, it shall commence, or cause to be

.commenced, the actual drilling of a substitute test well at an alternate
~“location in the same &O-acre or spaced drillsite tract of the Contract
“Acreage, within thirty (307 days following the discoifitinuance of drilling

operations on said Test Well, and thereafter drill said substitute well
in the same manner to Contract Depth, as required for the drllling of

the Test Well. Otherwise, all rights of Operator which have not then

been earned in the Contract Acreage shall terminate 2nd become null and
void as_to said lease and Contract Acreage which have not then been earned,
subject to Operator's obligations to hold Pubco harmless from and against

gny and all loss, costs, liens, debts or liability incurred or created by

Opetator or ar131ug out of its operationy hereunder.

B. In the event 2 substitute well is drilled to Contract

B Deptﬁ in full compliance with all of the terms and conditions of this
" agreement which are applicable to the Test Well, the,- ubst1tute well

shall be considered and treated for all purposes thereafter as ‘the re=
quired Test Well. .

-

5. Abandonment of DrillithOPerations

. A, Upon eompletion of the drilling and testlng of any Test

" Well on this Contract Acreage, 1if Operator elects to plug aud abandon
said well, with or without having run casing therein, it shall immediately -

furnish. Pubco with a copy of the logs which it is required to run pursuant
to the terms of this agréement, and shall so notify Pubco of its election

"to plug and abandon said well by telegraphic notice in the manner required

in Pavagraph 20 hereof. Pubco shall have twenty-four (24) hours following

v,‘recetpt of such notice or the required logs in Pubco's Albuquerque office,
whichever s later, ‘withia which to elect to “take over said well and to

conduct such additional drilling, testing or completiocn operatfon< thereon
as it may deem advisable., If Pubco elects not to take over such well, or

fails to advise Operator of its election withim said twenty-four (24) hour |

period, then, in that event, such ¢ e11 shall be forthwith plugged and

Ml Datlthos RN
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abandoned by Operator at its sole cost, rxsk and expcnsc and the surfacc

of the land surroundxng the subject locatxon shall be resLoxed as ncarly,
--—-as-practicable to thic condition in which it was found upon Opexator s

entry thereon, as soon as possible,

S B, If Pubco clects to take over any Test Well being abandoned
by Operator, all of its opcrations on such well following the take over
shall be conducted at Pubco's sole cost, risk and liabllity and without

any cost, risk or liability to Operator, but Pubco shall not in any way

be liable for any loss, cost, risk or liability in connection with any
operations conducted prior to the date Pubco has made its entrance on

the subject location, Upon take over of anry Test Well, Operator shall

be decmed to have released and relinquished its entire right, title and
interest in, to and under the Contract Acreage as to the forty (40) acre
drillsite or spacing unit upon which. such well is situated (whichever {is
‘the larger). Further, Operator agrees to assign forthwith to Pubco all
rights and interests it may have in that portion of the leases and acreage.
covering the drillsite and all casing, materials and equipment in and on
such well free and clear of all claims, liens, encumbrances or other bur-
dens caused, suffered or created by, through or under Operator. Upon re-
ceipt of such ‘conveyance, Pubco shall pay to Operator the reasonable sal~
_vage value of the casing, materials and equipment in-and on said well and
so conveyed to Pubco on the same basis as provided in the Accounting Procedure
in the attached Operating Agreement, and thereafter Pubco shall be the sole
and exclusive owner thereof, free and clear of the terms and conditions of
this Avreement *

C. In the event Pubco elects to take over any test well as pro-
vided for hereivn, it way either employ ‘the tools in use by Operator or it
may use such other tools as it may deem desirable. If Pubco elects to use
another set of tools in conducting such additional operations, then Operator.
shall remove or cause to be removed froam the well site the set of tools then
dn use by it, within five (5) days ‘after receipt of notice that Pubco intends
to conduct such additonal operations, However, if Pubco elacts to employ . the
“tools in use by Cperator, Pubco shall assume any contractual obligations in con-
nection with said drilling equipment and wmachinery and the crew which may oper-
. ate it, If said equipment and machinery and the crew be those of Operator,
Pubco shall pay Overator for the usz thersof ia accovdanze with. the terms
of contracts entered into by independent drilling contrdétors in the immedi-
ate area for the performance of work and services -of the character'to be iundexr-
taken by Pubco pursuant to such election. o

6. Well Information and Testing Requirements

Pubco's repre§entatives shall hdve free access to each Test Well
provided for in this agreemer: and to all wells which may be drilled on the
Contract Acréage and all'records pertaining to such wells and the production
therefrom including, but without limitdtion, access to the logs thereof at
_any and all times and Operator shall furnish samples, drilling reports and -
other information and material regarding said wells as may be requested by
?ubco. As to each well to be drilled pursuant to the terms of this agreement,
Operator agrees' -

: a, To notify. Pubco at least one week in advance of the commencement
of actual drilling, giving the official well name and the location of each
well, with the distances and directions thereof from at least two readlly '
1dent*fiab1e survey lines; : )

b. Commencing with the date each well is Spudded to furnish daily
drillxng reports to Pubco's offices in Albuquetrque
by telephone (before 9:00 A.M,MST), or else by telegram or letter, as Pubco
may elect, such reports to include the latest depth and status of sa1d wells'

- ~




i'l‘ " bility under Pubco's bonds covering operations thereon,

U U GO

¢. To make drillstem tests of all horizons and formaLLous en-
countered wnich, in the opinion of Pubco, indicate the presence
3ty of commercial oil and/or gas production, In any event, as to any option
well subscquently drilled under this agreewent, operator shall make a drili-

stem test of any herizon or formation* in which production has been established
in the Initjal Test Well.

Amrn e D

d.' To furnish Pubco with representative samplcs of any cores

which may be taken, and have core analyses run on any and all potentially
productive zones in such cores;

e, To keep the drilling mud in condition to bring representative
samples to the surface and to catch, wash and dry samples at such fntervals
‘and to such depths as specified in the pre-attached agreement., Cieizes

£3 2 ¥t et JHO
ssoplorsrhabiabmsarnierurmmten tralrr oM Te S v oneS e i oact cthuprnibinduaygo-
toppoodasndeghorcdwfonvpaiidicovaey  The cost of such processing and storage
shall be borne by Operator;

£, To mainfain a reasonable angle of deflection of the hole from
the vertical; and comply with the’ requirements of the state in which the
well is being drilled with reference to maximum permissible deviation, if
any; -

. g. To give advance notice to Pubco at’ itsAlbuguergue Offlce in suf-
- filclent time for it to arrange to have a representative presentmeo witness
any and all coring, testing, running of any and all logs and surveys, mea-
suring of depth upon completlon and plugging operations, and further, to
give advance notice to Pubco of its intention to drill into any knrown pro-
ducing horizon in sufficient time for Pubco to arrange to have a representa-
~ tive present to witness such cneratlon, and in the évent any significant .show
of 0il and/or gas is encountered in the drilling of a well, Operator shall
notify Pubco in order that it may have a representative present when such
formation is penetrated and/or tested, if it so desires;

“h, To furnish promptly to Pubco s Albuquerque _
" offices, the complete reports of the results of any test ¢onducted ‘on safd .
- well together with reports of 2ll surveys of the hole, however made, and to
~ furnish said offices with one copy each of any and all core analyses, drill-:
stem test charts and one copy each of the drilling time logs at intervals of
fot greater thaa ten (10) feet £:axunhaxsax£ancztszthemﬁehaamdngﬁhxdnai&ség
ox in 1ieu of said drilling time logs, one copy each of the geolograph chart;

i, To furnish to each of Pubco's offices one field print copy, one
final copy and a sepia of all electrical well surveys and any other surveys
conducted on said well including thos¢ provided for elsewhere in this agree—
ment, as socn as the same are available,

_Pubco shall have ‘the’ right to receive any and all inforwation -se-

_ cured by Operator in the drilling, testing, completing and producing of the
- wells drilled hereunder by Operator on the Contract Acreage,

7. Liens and Indemnity

A, Operator agrees that in conducting any operations on the leases
- subject hereto, it will not do or cause to be done any act of commission or
omnission which might cause any forfeiture of such leases or create any 1lia-
In addition, Operator-
shall pay all bills promptly and shall not permit any liens to accrue against
any of the Contract Acreage or leases, or any eQuinment'used in connection .
therewith, that would in any manner jeopardize Pubco's interest and rights
. N hereunder. Operator further agrees to indemnify and save Pubco harmless of

e -
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—of -and {rom any-and all claims of any nature whatsoever in conncction uith

operations conducted by Operator on the Contract Acreage; including but no

"~ -by-way -of limitation, clalwms baséd on breach of express or implied covenants,
and shall pay all costs and expenses of judguents against Pubco based on such
claims, Further, if Pubo is named as a party defendant {n any action result-
ing from operations conducted by Operator under this agreement, Pubco shall
immediately notify Operator in order to allow it to join in such suit or action
as joint defendant, and Operator shall save Pubco harmless from any cost or ex-
pense, including fees of counsel, incurred by Pubco in defending such action,

B. Notwithstanding anything to the cnnrrarv »nnra‘nav Gevoll

is specifically und2rstood and agreed that Operator shall make setEiement gnd s
pay for all damages occasioned by its operations on the Contract Acreage and ’

‘shall provide Pubco with an exccuted copy of the Release of Damages secured
from surface owners or others. With respect tc-any of the wells provided for~
“in this agreement Operator agrees to provide Pubco with an executed copy of
the Release of Damages regarding such well drilled prlor to the delivery of the
-appropriate lease assignment by Pubco.

8. Insurance. .. ... .—

A. Before the commencement of drilling operations on the first Test -
Well on this ContraclL Acreage, Operator shall furnish Pubco with an acceptable
“certificate showing that it has purchased or providad the following insurance
which indemnifics, protects and saves Pubco harmless

: 1, Workmen's Compensation Insurance in accordance with the laws of
- the State in which the Contract Acreage s situated;

2. General Public Liability and Property Damage Insurance coveriag
injuries or death of persons, with limits of not less ERan $250,000 as to any
one person, $500,000 as to more than one person, $100,000 for any property

~damage, resulting from any one occurrence or acéident which shall cover-all
équipment, whether owned, leased or hired;

L ‘ 3. Automobile Public I icbrlity ‘and Property Damage Insurance cov-
ering injiurfies or death of persons, with 1limits of not less than $250,000 per
person and $500,000 per any one accident and automobile property damaoe insur-
ance with limits of not less than $100,000 per accident which shall cover all

" owned and non-owned vehicles. - o

Operator shall maintain the above insurance ‘protection during all
operations on the Contract Acreage. -

B. Further, Operator shall require all of its contractors and sub-
contractors to maintain Workmen's Compensation, Public Liability, Auto Lia-.
bility and Property Insurance with monetary limits of not less than those

" specified in this paragraph during the time any 0perat10ns are performed on the
Contract Acreage. oo

'.’;‘;':V‘»:;f‘ —9. Delay Rentals .

A, Operator shall be responsible for the paydent ‘of all minimum
or shut-in royalty payments charged to the Contract Acreage after the date
of this agrcement, and bear such expense in proportion to its uwnersnlp in
the Contract Acreage.

B. If any delay rental should become due after the date of this
agreement on any lease covering the Contract Acreage, Pubco shall tender such
payment undevr the terms of the appropriate lease.,  Pubco shall pay the delay
rentals bacoming due under this agreement until the ertackedn@renabiagetsooo-

v mcntnbecawcaum-avaeaun;arhaxxdub this agreement is terminated Operator agrees -
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to Operator, but shall not be held liable to Operator.in damages for the loss—of - %

" ment Is not pald, or is erroneously paid, Any loss of any lease, or interest,

portlon of the Contract Acreage,

-ment, and the other does not by virtue of its or1g1na1 notice, then the party

. time to take an assignment of the interest to be surrendered, including ali .
its rights in production thereafter secured; it will be assigned free and clear

the leasehold estate and the production therefrom caused or created by, through -

thereon and therefrom, Pubco shall pay to Operator the reasonable salvage value

.r‘;y"

- less the estimated cost of salvaging and the estimated cost of plugging and
- the time specified shall be. conclusively deemed an election not to take an

- expressly or impliedly elects not to take an a351gnment of the 1nterest to be

- 1
to reimburse Pubco for all such rentals, regarvdless of when the tender may e
have been made. If special provision is made for rental reimbursement in h ]
the pre-attached letter, such provisions shall supersede the foregoing con- '
ditions, r-*“ﬁ thenfeonebdngeiomeameninbeconeernfifortvien,  Regardless, of the
app11cab1e prOVlSionS, Operator agrees to reimburse Pubco within 'sixty (60)
days after receiving the rental billing, If not paid by* th~n, Pubco will
not ify Operator of such default in writing, and unless Operator remedies
the default within thirty-(30) days-after-veceipt of “sich notice fte intorcat
in the applicable lease and acreage shall terminate autom2tijcally, and it shall
fmmediately assign and convey its interest back to Pubco, Pubco shall diligently
attempt to make proper payment as a matter of course, and without advance notice

e

any lease, or interest therein; Lif, through mistake or oversight, any such pay-

resulZing from a failure to pay, Or an erroneous payment thereunder, shall be
a joint loss, and there shall be no readjustment of interests in the remalnlng

i Ia the event any parcty to this agreement desrres not to pay any
rental, royalty, or other such payment on any lease, .or portion of lease, in-
cluded herein, ft shall first notify the other parties, forty-five (45) days
prior to thé due date given in such lease, or the date by which notice must
be given to a third party under a2ny other agreement relating hereto, which-
ever is the earlier date, The other parties, shall have ten (10) days after
receipt of said notice with which to notify the desiring party of its elec-
tion with respact thereto. Failure to respond in such manner shall con-
stitute an election to concur with the desiring party's recommendation not to
pay. In the event one party then elects to pay the rental, or other such pay-

electing not to pay shall assign all of~its interest in said fease, or portion’ 6
thereof, to the other party in accordance with Article 10 of this Exhibit e=n '
BecbéanmﬁkzoﬁwbhOJa.ﬁachedzﬂperatlnguéﬁrtemonus%ifaz%-hasabeeomo&eéﬁeesiueg

and the party electing to pay rental shall be responsible for the payment com-

- Ing due at the time the 1n1tial election. was made.

D. Each Party agrees to not1fy ‘the other ire due course if 1t Iearns ‘ N
of a change in ownership of any oil and gas lease covering the Contract Acreage. :

,'10, Surrender or Reassignment of Lease

Should Operator desire to surrender its interest fn any of the leases
covering the Contract Acreage, e:ﬁ;;ha:gxmeznnr9perafaagmégmﬁemanﬁnanzaﬁﬁamzzau
thessbizos, -1t shall notify Pubco in writing, at the address herein designated, of-
its decision, and ‘Pubco shall have thirty (30) days from receipt of said notice’
within which to elect to.agree to the surrender or to take an assignment of the -
interest of Operator to be surrendered, If Pubco elects within said period of

wells, material, and equipment which may be located thereon, as well as all of
of aii liens, claims, enciuimbrances or overriding royalties or other burdens on-
or under Operator. Upon such assignment, Operator shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to
the acreage assigned and the operation of any well thereon, and it shall have
no further interest in said lease assigned and the equipment and production
of the latteir's interest in any wells and equipment on. the assigned acreage,

abandoning. Failure of Pubco to respond to such notice from Opérator .within

assignment of the interest to be surrendered by it.  In the event” P Pubéo eithez
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xliﬁtﬁpndcreé.bé Operator’ a

SAGfoféilidL;

inCercst in the lcasec covoring tha
~eurrefidered as spocified in its .ofl,

'
i
(.

- and all oxldbits attached thaoveto s boing a part.of the Ope

. eonducted héreunder shall create or be deemed to have created a joint venture,

or acreage, contributed by aéz7;2§§gggaxb;=ﬁfrﬂ'resPéct to the drilling of
any well ffyitfhfgfiggggzéﬁseds shall be owned by and become the property

- of Operator under this agreement and any assignment of rights theretofore made

. to any assfgnment or transfer shall not operate nor be construed as a waiver -

“.~As Tho torms and provislons of the attached. Operatis
shall bocomq.effectgyg immodtately upén the completion or aba
initial Tost Woll provided for in this agreement “in circumstpstes . _ -
Opexator £s entitlad to rot&in an interecet in the Cbntzfggﬁﬁ%;e i and shall - ,
be effancttun an ra a1y lands heveuntor, working interes<s and the production - L :
thorefrom to which Oporator thoen or thercafter has “undivided interest. Said
Oporating Agroomont is fdentified as Exhibic "B"'af:;ched hereto, and by this

reference mado a part hercof, : ‘ - e -

~ Upon the offective date of (Ju/dmfating Agreetient as provided for :
above, Operator shall become and bo he Operator of all of the leases and . :

lands doscribed in Exhibit "C:/y%fch‘are Jointly owned by the parties hereto; N
such leasecs and lands beingf;ﬂfélnafter somet imes ‘referred to as the "Joint

Premises', or Unit Arca. fcept as may be herein otherwise specifically pro-
n

vided, the cost and egrénse of retaining, developing and operating said Joint
Premises shall bg/}f e by the parties hereto in the proportions that they are

the owners of thzjoint Premises, as set forth'in the attached Operating Agree-
nent, : ’

‘B, As to any conflict between the terms. and provisions of this agree-
and those of said Operating Agreement, the terms and provisions of this

ne
dﬁiﬂﬁﬂ&&&nﬁhﬂ%&mg&ﬁ%ﬂi&a.

: . -
12, Relationship of Patrties

' Notwithstanding the other terms of this agreedent, and the at-
tached Operating Agreement, it is expressly understood and agreed that the
'relationship of the parties hereto is that of fndependent contractors, and
nothing in this agrecment contained, expressed or implied, or any operations

nining partnership, association, agency, trusteeship, or other relationéhip
whereby any party hereto may be held liable for any- lien against the other

party or for the acts, either of omission or commission, of the other party
hereto, : S _ ,

Hzzorhnreaparards Moo ”’f’cﬁt&ﬂ'ﬂtimﬁmwmg;‘gﬂfﬁ :

All contributions; whether of dry hg%géggﬂixf‘ ‘6ttom hole money -

of the partics ZEELG, or their assigns, in the same proportions as they

pﬁmz2EE33gémia:ﬁhﬁ5éﬁé&&iﬂg&ﬂéz&hemﬂsiizéﬁuhabéahmﬁhéncﬂa&nibkﬁéeﬂzﬂ&amgaéaa

14. Consent to Assignment

fmmediately ot remotely under it shall have the right to_assism=ge=ciansfer
any right or obligation under this agreement...osamy rights, title or inter-
ests acquired under the Lexmscelotiis dgreement in and to the leases and
lands sgggggggxzzﬁfg‘ 0 any party without Pubco’s”written'éohsent_first had
YT S .Any assignuent wade by Operator or anyone holding immediately or oo
remotely under it following such consent by Pubco shall not be effective or &: _
valid until Pubco has been furnished with an executed copy thereof and Pubco "~====::rﬂi
has been furnished with an enforceable agreement whereunder the party to whom
such rights are to be assigned assumes, in whole or in part; the obligations

pertaining to the rights to be so assigned, ‘A consent by Pubco with respect

with respect ‘to any other such subsequent assignment or transfer. Pubco agrees,
however, that such consent will not arbitrarily be withheld by it, i
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 be of no further. force and effect

) uding
ig. pits, erect struc

fncident to the right
vided herein.

B._“Upon Tiotice fron Operatior as fo its fntent to commence any

“well on the Cont 4Et" Acreagey ‘together with its desighation of the pro-
- posed location, Pubco agrees to provide .Operator with ijs designation of

operator, in such form as deemed‘nééeééaryfbt*teQﬁired‘bY“law,'prior‘to

€0 -

commencement ‘of said well, so as to pernit Operator entry on the appropriate

leased lands for the purpose of drilling said well,
: ' e

475" 71Z. ‘Drilling Within One Mile

If prior to the commencement of ‘any Test Well proviaed-fgr in

this Agreement, another well is.com enced -at'a location within one (1) mile
of the location for any such Test Well, then in that event, Operator agrees
to commence actual drilling operations on the well next required to be .drilled
hereunder within fifteen (15) days from the date such other well was com-
menced. Upon default of this requirement, the righcs and privileges of Op-
erator under the terms and provisions of this Agreement may be terminated and

b th s at the'optioq of Pubco. .

P .
. EI- P -
- . N . R

18, Term

P

- Subject to the other terms of this agreement, the. same shall

'--reméin in force for the life of_the oil and gas leases covering the Joint

Premises and any extensions or renewals thereof, whether by production or
otherwise, unless sooner terminated by mutual agreement in writing by the

- parties hereto,

19, Headings féf Convenience

. The article headings used in this agreeﬁént_are iqserted fqt
convenience only and shall be disregarded in construing this agreement.

20, Notiées - L

. All notices that are required or authorized Lo be given here-
under, except as otherwise specifically provided berein, shall-be given
in writing by United States mail, Western Union telegram or telex, postage
or charges prepaid, and addressed to the party to whom such notice is to be
given, . : .

A. Notices to Pubco should be sent to the &wo following addresses:

: - Pubco Petroleum Corporatfo
910 Denver Céﬁig;/ ding
1776 Lincoln _S<%eet ‘

Denverpé)ﬁfgggzz 80203

o Ielpzione:; B -
. ;f: 3) 623-8767 (Office)
. JaQgéaig3E§Qag5£gaﬁidﬁaﬁgka

;s;

o




“ar s -agreement atld the

0:shall be constru s and sfiall constitute,

he lands and 1 10ld estates covered hereby o
: "B" hereof, and shall be binding upon_and fhure

.. 'to the benefit of the parties hereto and their respective heirs, successors
and assigns, ’ e o : '

<~

-

o ‘. ' - . | | "~ 22. Consideration and Brokerage

The parties hereto severally covenant and agree that they have
_ hot fncurred any obligation or liability, contingent or otherwise, for
) T , : any broker's or finder's fees with respect to the subject matter of this
N , . - 8greement and that the entire consideration therefor is provided for herein,

w 23, ‘Definitious T S

- ~.Test_Well: The terms and conditions of this exhibit shall apply .
" to &11 wells required to be drilled on the Contract Acreagz by the pre-attached
" agreement, As used herein, the term Test Well shall also mean Optional Well,

or Optional Wells, wherever so required to conform with the requirements of
such pre-attached agreement. . ’ <engrrmmecsest -

’:‘_3,_;,51&3‘."":'5“ ) '_ . o2
_ .Party: As used herein, shall mean the party or parties who
executed the pre-attached agreement,

) Contract Acreage: As used herein, shall mean the leases or the
‘- . .+~ _ acreage, or both, as described in Exhibit B . hereto, as the context of
e the provision requires. : : '

Completed as being capable of prdddcing oilAan"d/c}r gas in Paying _ I

Quantities: as used herein, shall mean the running of pipe and installation

_ : © ..+ . of well"head equipment adequate to place the well on production'if flow lines
S o o 7 7. .. were in place; 7/8ths of such production being in amounts estimated by the

* . pArties hereto to be of sufficient value so that a profit cam be realized:
Lo ‘ - after deducting expenses of cperation (calculated to conform to the attached
_— = - -~ " accounting procedure), and severence or production taxes.

A

N\

Pre-Attached Agreement: means the letter to which this exhibit’
- is attached. . . S :

\\
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~and ec “Eract
‘to the specifid i

far as they conc
fter afd as applic
ing rules, orders or

érn
able
regula-

tions, (also A e Contfact Acréage hereln » situated in Lea County, New Mexico,

to-wit:

[

A, As to Ehengst‘WEII:

: ﬂt/r(2f§5~vﬁéa§e'déﬁéd Augest 27, 1969 .from Elbert B, Shipp, et al as
" lessors, to Pubco Petroleum Corporation as ‘lessee, recorded in
Book 266, Page 772 of the records of Lea County

insofar and insﬁfarionly as one of the following

described tracts situated in T-17S8, R~37E, NMPM
is concerned: . ‘ .o

IF ON 160 ac. Spacing IF_ON 320 ac. Spacing

_."IF _ON 80 ac, Spacing
Sec. 11: ELswk ‘Sec. 11: swk - Sec. 11: Wk

- B. As to the Option Wells:

' (415). Lease dated August 27, 1969 from Elberé B, Shipp, et al as
lessors, being the same lease No. 415 described above

insofar and insofar only as one of the following
described tracts situated in T~17S, R-37E, NMPM
is concerned: '

IF ON 80 ac. Spacing IF_ON 160 ac. Spacing

IF ON 320 ac, Spacing

(450) Lease dated January 27, 1971 from Philip Shaw, et al as
lessors, to Pubco Petroleum Corporation as lessee, recorded in

Book 268, Page' 911 of the records of Lea County

MC-294

~. See. 11: EYSEY, WANEY, Sec, 1i: NE% Sec, 10: S, 30 ac, of
' CWANWY Sec, 10: NE%, sS. 30 whswy
Sec. 10: WANEL, E. 60 ac. of W3SWL ~  Sec. 15: 'E. 50 ac. of
ac, of SEY, Sec. 15: E. 50 ac. of NANEY
. NLNEL ’
Sec. 15: W. 10 ac. of
E, 50 ac., of
‘NYNEY

Lo
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ing described

[

o

[

IF_ON 320 ac, Spacing~ .-

Seei  15: W, 30 ac, of
NiNEY, SYNEY

- Sec..15: W. 30 ac, of
« - NENEY, SLNEY

15: .3
" RANE

o Yio

b

J \ g i ‘ - = Fay ,§ : v' . . B N - ‘

(432-A) ' Lease dated September 13, 1969 fromMarie Jane DeVoss, et al
as lessors; to Pubco Petroleum Corporation a% lessee, recorded in
Book 26§!?§§ge~782;Q£_;hewrecordsmcwaearCountﬁ-w°“4 S

LS Jy anl”

f(432¥B) Lease dated September 9, 1969 from H. Dillard Schenct, et ux
as lessors, to Pubco Petroleum Corporation as lessee, recorded in
Book 266, Page 784 of the tecérds of Lea County; and

(432-C) Lease dated September 13, 1969 from Fern Cone as lessors,
to Pubco Petroleum Corporation as lessce, recorded in Book 266,

Page 786 of the records of Lea County; and B '
(432-D) Lease dated October 30, 1969 from Albuquerque National Bank
as lessor, to Pubco Petroleum Corporation as lessee, recorded in
Book 267, Page 17 of the records of Lea County; and

(432-E) Lease dated October 3, 1969 from Powhatan Carter, Jr,, et
al as lessors, to Pubco Petroleum Corporation as lessee, recorded -
in Book 267, Page 497 of the records of Lea County; and

(432~F) Lease dated December 12, 1969 from Minerva L. Waldron as
lessor, to Piilbco Petroleum Corporation as lessee, recorded in Book
268, Page 273 of the records of Lea County; and

(432-G) Lease dated December 16,1969 from R, L, Elliott, Trustee
. &8s lessor, to Pubco Petroleum Corporation as lessee, recorded in
Book 268, Page 411 of the records of Lea County; and

" (432-H) Lease dated April 27, 1570 from Virginia Nickson Beers as
lessor, to Pubco Petroleum Cerporation as iessee, recorded in
"Book 269, Page 489 of the records of Lea County; and

(432;1) Lease dated'Apfil 27, 1970 from Ned Nickson, et ux as lessors,
to Pubco Petroleum Corporation as lessee, recorded in Book 269, Page
445 of the records of Lea County; and :

(432-J) Lease dated April 27, 1970 from Joseph Richard Nickson, et
ux as lessors, to Pubco Petroleum Corporation, as lessee, recorded
In Book 269, Page 447 of the records of Lea County; and

CcrﬁaratiOﬂ, Inc,

"(432-K) Lease dated June 29, 1970 from Ashlend 0i1
ee, recorded in

as lessor, to Pubco Petroleum Corporation as les
Book 270, Page 11 of the records of Lea County

n3
vV
S

- ' ‘ - 1usofar and insofar only as seme or all may apply to
- . and concern one of the following described tracts
! . situated in T~17S, R-37E, NMPM:

‘ ) IF ON 80 ac, Spacine IF ON 160 ac. Spacing IF ON 320 ac, Spacing
b . Sec. 13: wlnuk Sec. 14; NEX Sec, 14: NEL
' Sec. 14: WLNEYL ’ :




(403) Leasc dated June 17, 1969 fronm StaLe of New Mexico as
lessox, (to Pubco Fetroleum Corporation-a s ‘lessce, recorded in

~ Book 264, Page 879 of the recerds of Lea Coun;y

et e s TN

insofar and lnsofar only as one of the following
described tracts situated in T-16S, R-37E NMPM
is concerned-

(449) Lease da
to

- IF ON 80 ac. Spacing IF ON 160 ac, Spacing IF ON 320 ac, Spacing
Sec. 36: WHNWL. WLNEL, Sec, 36: NE%, Suk See, 36' W5

EksWy

Al aa L
Iyt

ted rch §,71970 from Dorothy M, Bunders, et vir
Pubco Petroleum Corporation as lessee, recorded in
909 of the records of Lea County

as lessors,
Book 268, Page

fnsofar and insofar only as one of the following
described tracts situvated in T-17S, R-37E, NMPM
is concerned:

IF ON 80 ac. Spacing IF ON 160 ao.'Spacing, IR 6N 320vac; Spacing

Sec. 12: WiWWY, WLNEX Sec, 12: NE% © Sec. 12: NWL .

(452~A) Lease dated March 19, 1970 from Matty May Price as
lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 268,
Page 913 of the records of Lea County; and

(452-B) Lease dated March 12, 1970 from Mildred A. Wiight as
lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 268,
Page 915 of the records of Lea County; and

(452-C) Lease dated March 12, 1970 from Laura Kaempf as lessor, _
to Pubco Petroleum Corp. as lessee, recorded in Book 268, Page 917
of the records of Lea County; and

) (452-E) Lease dated March'lZ,vl970'from Neicia Mounsey as lessor,
. to Pubco Petroleum Corp. as lessee, recorded in Book 269, Page 15

of the records of Lea County; and

(452-F) Lease dated‘Aprll 3, 1970 from S. M. Parker, et ux as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 272 of the records of Lea County

(452-G) Lease dated April 8, 1970 from Jares R. Haynes GDN as

lessof’ to Pubco Petroleum Corp. as lessee, recorded in Book 269
Page 27§ of the records of Lea County; ard

2-H) Lease dated March 12, 1970 from W. S. Posey, et ux as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 268,
Page 920 of the records of Lea County; and e

(452-1) Lease dated May 4, 1970 from Thomas L., Sampson, et al as

.lessors, to Pubco Petroleum Corporation as lessee, recorded in Book

{452-1) .1

269, Pagc 180 of the records of Lea County; and

(452-3) Lease dated March 14, 1970 from Earnest L. McAtee, et ux
as lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 268,
Page 922 of the records of Lea County; and

(452-K) TLease dated March 9, 1970 ‘from Harrison Levy et ux as lessors
to Pubco Petroleum Corp., an lessee, recorded in Book 268, Page 924 of

the records of Lea County; and

se- - 1970 fiow Elizabeth K. “Lamb, et vir rs

Pubco Petroleum Corp. as lessee, recorded in Book 268,

the records of Lea County; and

lessors, to
Page 926 of

~
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(452-M)  Lease dated April 21, 1970 Lrom John F. Stafford, et al as ' I

1essors, to Pubco PeLroleum Corp. as lessee, recorded in Book 269, Page

i (452-W) Lease dated May 28, 1970 from Mildred M, Lindsey as lessor,

l L R Al s Dt . S

Page 451 of the records of Lea County; and

. (452-Y) Lease dated June 8, 1970 from Daisey D. Blankenship as -

Page 537 of the records of Lea Couuty

TiEL UL LRIT ATTVARUDS Vo alud vvuu\.J, uuu

(452-N) Lease dated April 18, 1970 from wxiilam B. Stafford, et ux as
lessors, to Pubco Petroleum Corp. as lessce, recorded in Book 269,
Page 449 of the records of Lea County; and

(452 0) Lease dated Apr11 18 1970 from Thomas J, Stafford et ux as

P

Page 453 of the. records of Lea County, and

(452~P) Lease dated April 18, 1970 from Ellzabeth _S. Viseur as._
iessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269

(452-Q) Lease dated April 18, 1970 from Diana R. Glaspie, et vir as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 483 of the records of Lea County; and

{452-R) Lease dated April 20, 1970 from Cleo H. Duggar, et vir as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 481 of the records of Lea County; and

(452-8) Lease dated April 14, 1970 from Kay H. Liakos, et vir as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 479 of the records of Lea County; and :

(452-T) Lease dated April 15, 1970 from Veva K. Nelson as lessor,
to Pubco Petroleum Corp. as lessee, recoivded in Book 269, Page 477
of the records of Lea County; and
(452-U) Lease dated May 6, 1970 from Pearl B. Hendricks TR as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 475 of the records of Lea County; and

(452-V) Lease dated May 6, 1970 from First National Bank-Midland as
lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 473 of the records of Lea Ccunty; and

to Pubco Petroleum Corp. as lessee, recorded in Book 269, Page 469 of
the records of Lea County; and '

(452—X) Lease dated June 9, 1970 from Royaltv Hold1ng Company as
lessor, to Pubco Petroleum Corp. as 1essee, recorded in Book 269,
Page 533 of the records of Lea County; and .

lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 269, .
Page 535 of the records of Lea County; and

(452~Z) Lease dated June 9, 1970 from Elmer H, Wahl, et ux as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,

fasofar and insofar only as some or all may apply to
and concern one of the following described tracts of
land situated in T-173, R~37E, NMPM:

IF ON 80 ac. Spacing IF ON 160 ac. Spacing IF ON 320 ac. Spacing
Sec, 1: WiNWL, WLNEYL, Sec. 1: NE%, suk "~ Sec., 1: E%

E%SWY%, ELSEX Sec, 12: swy - _ Sec, 12: SW%
Sec. 12: EYSwk, E4SEY -




(452-D) Lease dated Marcbw123”197owgggmmég

a8 - leoanve o TuntorTE I TIT S

" . emone S, Baker, et vir
;=T IUUTO Pélioleun Gorpuralion as lessce, recorded in
Book 268, Page 918 of the records-of Lea County

| ' ‘ . insofar and insofar only as one of the following

; ’ described tracts of land situated in T-178, R~37E,
: NMPM is concerned: _

IF ON 80 ac. Spacing IF_ON 160 ac. Spacing IF ON 320 ac, Spacing
! Sec., 12: EYSWY%, ELSEYL Sec. 12: sWk% Sec, 12: swk

(433-A) Lease dated September 17, 1969 from Helen Moore Lanyi,
et vir as lessors, to Pubco Petroleum Corporation as lessee,

recorded in Book 267, Page 19 of the records of Lea County; and

(433-B) Lease dated September 20, 1969 from E. I. Tallal to Pubco

Petroleum Corporation as lessee, recorded in Book 267, Page 21 of
the records of Lea County; and

(433-C) Lease dated February 14, 1970 from AXG Oil bompanyras
lessors, to Pubco Petroléum Corporation as lessee, recorded in
Book 268, Page 408 of the records of Lea County

4 -

insofar and insofar only as ote of the following
described tracts of land situated in T-17S, R-37E,
NMPM is concerned:

-

IF ON 80 ac, Spacing "IF_ON 160 or_320 ac. Spacing K
-0 - Sec. 10: NWhSWY, NANLSWLSWL

. -x—x-x-x—-x-«x—x-x~x-x-x~x*—x-x—x-x-x-x-x-x-x’«-x—x-x—x-x-x~x~x-—x}-x-x-x<-x-x~x-x- . l
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Rccommcndgd by the

auncil . of. . Polraloe;

Accauntonts $acichics of
North America, -

Attached to and made a p tecmcut_.sldl.cd Nevcn\bcr
'.!ncr, and Spenccr

AcodUNTlNG PROCFDUI\E

(JOINT OFERATIONS)

| 1. GENERAL PROVISIONS _ -
1. Definitions ] - .
"Jomt Propex ty shall mean the real and personal property subject to the agreement to which this “Accountine Pra-

..... e \U\AL\.U

“Jomt Operations” shall mean all operations nccessary or proper for the development, operation, protection and
maintenince of the Joint Property.

“Operator” shall mean the party designated to conduct the Joint Operahons )

-“Non-Cperators™ stall mean the nonoperating parties, whether one or more,

~“Joint Account” shall mean the account showing the charges and credits aceruing because of the Jomt Operations
“and which are to be shared by the Parties.

“Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal-property, equipment or supphes acquired or heid for use on the Joint Properly
“Controllable Material” shall mean material which at the time is so classified in the Material Classification Manual
as mo:t recently recommended by the Council of Petroleum Accountants Soc:etles of North America.

2. Conflict with Agreement

In the event of a conflict between the provmons of this Accountmg Procedure and the provisions of the agree-
ment to which this Accounitiig Procedure is attached, the provisions of the agreement shall control.

3. Collective Action by Nou-Opcrators .
Where an agrecment or other action of Non-Operators is expressly required under this Accountmg Procedure
end if the agreement to which this Accounting Procedure is attached contains no contrary provisions in regard
thereto, the agreement or action of a majority in interest of the Non-Operators shall be controlling on all Non-
Operators

4. Statcrmments and Billings

. .

Operator shall bill \!’on Operators on or before the last day of each month for their proportionate share of costs and

-expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total charges

and credits as set forth under Subpavagraph.................___. below: . ‘

A. Statement in detail of all charges and credits to the Joint Account. ' =

B. Statement of all charges and credits to the Joint Account, summarized by approprxate classifications indicative
o? the nature thereof.

C. Statement of all charges and credlts to the Jeint- Account summarized by appropriate cIassxflcatxons mdlcatwe
of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

5. Payment and Advanees by Non- Opclators o
Each Non-Operator shall pay its proportior of all such bills wnt‘un fxfteen (15) days after recelpt thereof If pay-
ment is not made within such time, the unpaid “balance shall bear interest at the rate of six per cent (6%) per
snnum until paid.

6. Adjustments B .
Payment of any such blllo shall not pre]uc..ce the right of any Non- Operators to protest or question the correctness
. thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any -calendar
year ahall conclusively be presumed to be true and correct after twenty four (24) months following the end of any
such calendar year, uniess within the said twenty-four (24) month peciod a Non- Operator takes Written excep-
tion thereto and ‘makes claim on Operator for adjustment. No adJustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-

. ments resulting from a physical mventory of the Joint Property as provided for in Section VII.

7. Audits -
A Non-Operator, upon notlce in wrltmg to Operator and all other Non-Opera;ors shall have the r:ght to audit
- Operator’s accounts and records relating to the accounting hereunder for any calendar year within the twenty-four
{24) month period following the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
" 6 of this Section I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable

etfort to conduct joint or snmultaneous audits m a manner which will result in a minimum of inconvenience to
the Gperawr

1. DIRECT CHARGES

Subject to limitations hercinafter prescribed, Opcrator shalI chnrﬂe the Joint Acceunt with the fo]lo“mv itcons:

. 1. Rentals and Royalties

- Delay or other rentals and royalties when such rentals and royame’ are pand by Operator for the Joint Account
of the Parties.

) 2. Labor

A. Salaries and wade; of Operator’s emp]oyees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
‘employed on the ‘Joint Property. :

B. Operatoc’s cost of holiday, vacation, sickness and disabi! lity benetlts and other customary allowances pald to the
employces whose salaries and wages are cnatgeable to the Joint Account under Paragraph 2A of this Section II

and Paragraph 1 of Section III; except that in the case ‘of those employees onty ‘a” pro rata portion of whose

" salaries and wages are chargeable to the Joint Account under Paragraph 1 of SectionI1II, not more than the same
pro rata portion of the benems and allowances herein provided for shall be charged to the Joint Account. Cost
under this Paraf'raph 2B may be charged on a “"when and as paid basis” or by “percentage assessment” oun the

“amount of salaries and wages charaeablc to the Jomt Account under Paragraph 2A of this Section If and Para- -

v graphl-of See

narcanfATsTASe

Ii-perceniage assessmicnt s used, tHE Tatdé shall be vasedon the UpClatOl' s'¢ost « c\perlence
C Expcndltures or contrlbutlons made pursuant to assessmeénts imposed by governmental authority which are ap-
plicable to Operator’s labor cost of salaries and wages chargeable to the Joint Account under Para«'laphs 2A
and 2B of this Section II and Paragraph .l of SectionIII,

"D Reasomble personal éxpenses of those employces whose salaries and wades are charge'\ble to thc Jomt Account

under Paragraph 2A of this Section iI and for whlch expenses the employces are reimbursed under Operator’s
usual practice. -
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Operator's curvent-cost-of-estabrishicd plains {or enipioyees’ group life msunamc ho\pll'ﬂunllon. pc-nslon, m(uc-
menl stock purchase, thrift, bonus, and other Lenefit plans of a like nature, applicable 1o Operator's labor cost; pro-.
. vldcd however, the total of such (hmges shall not exceed ten percent (1056) of Operator's labor costs chmgcublc
~ to the Joint Account under Paragraphs 2A and 2B of this Scchun 11 and Paragrapli'l of Scclion iu
4. Mailerial __*
" Matcrial puuhascd or furmshcd by Opcl ator for usc on the Joint Property. So far as it is reasombly prncu-

Wi Cieaca

G gt ropeiy as mu,) ve 1equired for iminedipte use; and the accumulation of surplus stocks sha\l be avoided.
5. Transporlation

Transportation of employcces and Matcerial necessary for the Joint Opcnatlons but subject to thc following lumtatmns

A. X Malcerial is moved to the Joint Property from the Opex ator’s warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply storc or .
railway recciving point wheve like material is available, except by agreement with Non-Operators.

B. If surplus -Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest religble supply store or railway receiving

point, excent by agranmaont with Nan. Qporstave Na charss shzall Le made to Joint Account for moving Material

to other properties belonging to Operator except by agleemenl wxlh Non-Operators.

In the application of subparagraphs A and B abovc, there shall be no equalization of actual gross tr uckmg costs

of $100 or Iess

‘viCC; i
A The cost of contract services and utilities procured from outside sources other than services covered by Para-

graph 8 of this Scction II and Pavagraph 2 of Section III.
B. Use and service of equipment and facilities furnished by Operator as pxov:dcd in Paragraph 5 of Section IV ‘

7. Dawages and Losscs to Joint Property e
All costs or expenses necessary for the repair or replacement of Joint Propexty made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or
loss could have been av oxded through the exercise of reasonab]e dlhgence or: the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a2 report thereof

~ ~ has been received by Operator.

8.~ Legal Expense

All costs and expenses of handling, investigating and settling litigation or ¢laims arising by reason of the Joint-
Operations or necessary to protect or recover the Joint Property, mcludmg, but not limited to, attorneys’ fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made for the services of Operator’s legal staff or other reg-
ularly emploS'ed personnel (such services being considered to be Administrative Overhead under Section I1I), ex-
. cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.
8. Taxes N

All taxes of every kind and nature aSSQbSCd or levied upon or in connection with the Joint Property, the operatlon
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Partles
10, Insurance Premiuns

" Premiums paid for msulance required to be carued pn the Joint Propex ty for the protechon of the Partles
11. Other Expenditures
* Any other e\pendl.ule not covered or dealt with in the foredomg provisions of this Section 11, or in Sectlon I,
- dnd which is incurred by the Operator for the necessaty and proper conduct of the Joint Operatlons

S - Il IHDIRECT CHARGES
Operator may chal ge the Joint Account for indirect costs-either by use of an allecation of district expense items plus a
fixed vate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2, and 3 of

this Section TII OR by combining all three of said items under the fixed rate provided for in Palagraph 4 of thlS Sectlon
III, as indicated next below:

'OPERATOR SHALL CHARGE TIE JOINT ACCOUNT UNDER TIIE TERMS OF
[ Paragraphs 1, 2 and 3. (Allocation of dnstuct expense plus fixed rate for admmxstratlve over‘xead plus
warehousing. ) -
&) Paragraph 4. (Combmed fixed rate)
‘1. District Expense

Operator shall charge the Joint Account’with a pro rata poxtxon of the salaries, wages and expenses o. Operator s

production superintendent and other employees serving the Joint Property and other properties of the Operator in
“-the same operating area, whose time.is not allocafed directly to the properties, and a pro rata poruon of the cost’of

maintaining and operating a pr oductlon office known as Operator's .............. - -

office located at or near ... {or a comparable office if locatlon changed), and neces-

sary’ sub-offices (if any), maintained for the convenience of the above- described ¢ifice, and all necessary camps,

including housing facilities for smployees if vequired. used in-connection with the operations of the Joint Property

and other propertics in the same operating area. The expense of, less any revenue from, such facilities may, at the
option of Operalor, include depreciation of investment or a_ fair morthly rental in lieu of depreciation. Such

charges shall be. apportioned to (11 properties served on some equitable basis conalstent with Operatm s accounting
“practice,

o

»
ch

2. Adwministrative Overhead

Operator shall charge administrative ov erhead to the Joint Account at the fol!owmg rates which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, mf‘ludmg
salaries, wages and expenses of per sonnel assigned to such offices. Such charges shall be in addition to the salaries,

wages and expenses of employees of Operator authcn 1zed to be chax ﬂed as dnect chal cl'es as provxded in Paradrap‘ns
2 and 8 of Section II. : <

WFI L AQ!S (I’ ATE FER WELL PER \IO\'TII)
PRODUCING WELL RATE

DRILLING WELL RATE {Use Currcal Producing D(Dth}
(Use Total Deplh) ] ] Al Yells
Ycll Depth Each Well Fiest Five Next Five Over Ten

“The cost and e bcme of scuvices hom outwde sources in connection \\1th matters of taxation, traffic, accounting, or
matters Lefore or involyving governmental agencics shall be considered as included in the ovcrhcnd rates provided for in

this Paragraph 2 of Section I, unless such cost and expense are a; sreed upon between Operator and Non-Operators
as a direct charge to the Joint Account,

. cal and cons:slcnt with efficient-and economical.operation-enlyo: rehMato ek N LT DU IS T ransianica




- S “(Condition “B”), or

s I ull) Owned Warcha Opcerating and Maintenance Exponse

»

¢ fuliy the .n(, eccl pl ‘ocedure to be followed by the Operalor. )

( . ) e
U S =M“ Schiavge ihe Joint Acssunt for the services covered b) Paxa;,mph ! 2 and 3 of ﬂ\lb Secction l[l the
fo!lowmg fl\cd per w rell- rales:

i WLLGL BASIS u.:\u, YER Wl Lt l’i,l\ MONL‘I[)
PRODUCING WELL RATE

DRILLING WELL RATE (Use Cureent Pmdutlng Depth)
{Usce Yolo! Deplh) " Al Yrells
Well Depth . Each Well First Five . Next Five Over Ten
All Depths $600,00 . $105.00 T T §95.00 7 TTTTE85,00

-

Sald fnxed rate (shall) ishalbcuob} mclude salanes and expenses of productioa foremen.

-8, Applieation u{' -Admiuisirative U\crneau “or Combined l‘l\cd Rates

The following limitations, instructions and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Scction III:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the dullmcr or -

completion rig is released whichever is later, except that no charge shall be made during 'fhe suspension of
drilling operations for flfteen (15) or more consecutwc days.
B. The status of wells shall be as follows:

: - {1) Producing gas wells, injection wells for recovery opcrahons water supply wells utilized: for water flooding

- . operations and salt water disposal wells shall be considered the same as producing wells.

G {2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the

RS well schedule at the time the shutdown is effected. When such & well is plugged a charge shall be made
at the producing well rates.

" (3) Wells being plugged back, drilled 'decper, converted to a source or input well, or which are undergomg any
type of workover that requires the use of a drilling or workover rig shall be consuiered the same as drilling
wells,

{(4) Temporarily shut-down wells, which are not pLoduced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, pxovnded however, wells shut in by governmental regulalory
body-shall be included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property. In the event of a unit allowable, all wells capable of producmd
will be counted in determmmg the charge.

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily- shut in due to o»erproduchon or failure of purchaser to take the allowed production.

(6) Wells completed in multiple horizons, in which the production is rot commingled down hol€, shall be con-

- sidered as a producing well for each separately producing horizon.

this’ Accounting: Procedure is attached, irrespective of individual leases.

The well rates shall be adjusted on the flrst day of April of each year following the effective date of the agree-

ment to which this Accounting Procedure.is attached. The adjustment shall be computcd by multiplying the

H rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum

o " and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as pubhshed by the

- United States Department of Labor, Bureau of Labor Statistics. The adjusted rates stall be the rates currently
in us plus or minus the computed adjustment.

Wmh%ehom&emwp}anwwm%awﬂm»emw M&%em&,—-sa%bm*.er—é;spasal,—faml
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i ~ ties, and .other such projects, as distinguished from theé more usual drilling and prof;cﬁx;g{gp,gmt.em,’“ﬁ"é. ator
i { - in addmon to the Administrative Overhead or Cornbined Fixed Rates provided_{or.is agraph 2 and 4 of this

Section 111, shall charge the Joint Account with an additional overhead~ehavge as follows:
A. Total cost less than $25,000, no charge.

: B. Total cost more than $25,000 but legs the ,000, % of total cost.
g . C. Total cost of $100,000e>=m0TE, 9% of the first $100,000 plus % ot all over $1090,000 of total cost

C. The well rates shall apply to the total number of wells being drilled or operated under the agleement to which

Total cost shatrtiéan the total gross cost of any one project. For the purpose of this Paragraph the component parts- ’

; Ulezp@,eotes‘)au-neb-bew’wea‘Wm&wanﬁhmmmw}mwee@m*"
i 7. The specific rates prov:ded for in this Section IIl may be amended from time to time by mutual agreement between
i \he Partxes hereto if, in practice, the rates are found to be insufficient or exces;we

-iv. BASIS OF CHARGES TO JOI\'T ACCOUNT

Subject to the further provisions of this Section IV, Operator will procure ail Material and services for the Joint Prop—

erty. At the Operator’s option, Non-Operator may supply Material or services for the Joint Property.
1. Purchases

. - Material purchased dnd service procured shall be charged at the price paid by Operator after deduction of all dis-
- counts actually received.
2. Material furnished from Operator's Warchouse or Other Properties ) )
‘A. New Material (Coridition “A’") the most ‘economical base available to the operating

Clioy ::»z..-*:i{:z,- Lorpdatings) on a minimum carIoad basns effective at date of movement and f. 0. b.
ratlway recen inz point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permltted to include ten cents (10c) per hundred-weight on all tubular goods furnished from
his stocks in lieu of loading and unloading costs sustained. -

~¢ ~ {2) Other Material shalil be priced at the current replacement cost of the same kind of \Iafer-al effectwe at date

of movement and f. 0. b..thie supply store or railway receiving pomt nearest the Joint Propcrty where
‘Material of the same kind ic available.

(3) The Joint Account shall not be credited wnth cash discounts apphcable to prices provxdcd for in this Para-

graph 2 of Section IV,
B. Used Material (Condition “B" and “C")

(1) Tubuiar ﬂoods two inch (2”) and over, shall be priced on/¥'=rtz e filkbain thne Xnvacrbermmai-t peVrmnig

area

(1) Material in sound and serviceable condition and suitable for fé"l.'i"s"e?';i'/i’iﬁbﬁf:'i'éé"(inditii‘iﬁiﬁ;‘f, shall be classified

as Condition “B” and priced at seventy-five per cent (75 %) of the current price of new Material.
" (2) Material which cannot be classified as Condition “B" but which
) {(a) After reconditioning will be further serviceable for orlemal function_as gond secondhand M
(b) Is serviceable for original furction but substantially not suitable for reconditioning, shall be classifi-
ed as Condition “C” and priced at fifty per ceat (505 ) of current new price.
(3) Obsolete Material or Material which cannot be classified as Condition‘ "B" or Condition “C* shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for

F - T L L R R
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~ pational omcrgcncrcs ‘sttikes or other unusual causes over which the Operator has no control, the Operator may

— r\le‘\nA tn-Man-Onaratare. nf “\A “"A“hﬁA‘—"—‘ ,,::4_._,

4.

5.

The Operator may purchase, but shall be under no obligation to purchase interest of Non-Operators in surplus Condr-
tion “A” or “B" Material. ‘The disposition of surplus Conlrollable Material, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Cperator sha]l dispose of normal accumulations o‘ junk
and scrap Material-either by transfer or sale from‘the Joint Property.

B

. Material purchased by cither Operator or Non-Operators or divided in kind, unless otherwise agreed to betwecn

" The Operator shall maintain detailed records of Material generally considered controllab]e by the Industry.
. Periodic Inventories, Notice and Representation

_interests in such Material. The Parties will thereupon be charged individually with the value of the Material re-

. New Pncc Defined

- Special inventeries may be-tanken whenever there 1s any sale or change of interest in the Joint Property. It shall be

- == - = ———— _w—— vm e T .

somc aother purpose, sha'* e pz 1ced on a basis cOlllp'lr.lbIl. with that ‘f items llOlll\t")’ uscd for such olhc
purpose.

(4) Malterial involving ‘cvection costs <h'\|l bc ch'ul,c\l .\l '\pphc.iblc puccnl:\u_ of lhc cuncnl }\nmkcd down

price of new Material,
Iremium l'uccs ) |
¢i”naterial is not readily obtainable at prices specificd in Paragraphs.1 and 2 of this Section 1V. because of

charge the Joint Account for the rcquucd Material at the Operator’s actual cost incurred in procuring stich Material, -
in making it suitable for use, and in moving it to the

S ...;:-.-V’yu.uors for such Material, Each Non-
Opcralor shall have the right, by so clcchng and notu‘ymg Opcrator within 10 days afler rcceiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acccptable 1o Operator, .
Warranly of Material Furnished by Operator

Operator docs not warrant the dMaterial furnished. In case of defective Matena) credit shall not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agcnts
Equipment and Facilities Furnished by Operator

arnd

A. Cperator shall chiaige the Joint Account for use of équipirant and facilities at rates commensurate thh cost of
ownership and operation. Such rates shall include cost of- maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interest on investment not to exceed six per ccnt {(6%) per annuin, provided
such rates shall not excced those currently prevailing in the lmmcdlate area wrthm whrch the Joint Property is
located. Rates for autemotive equipment-shall-gzenerally ‘be-in-line-with the-schedule-of rates adopted by tie
Petrolcum Motor Transport Association, or some other recogmzcd organization, as recommeded uniform charges
against Joint Property operations. Ratcs for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages
and expenses of operator.

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.

"~ C. Rates shall be revised and adjusted from time to time when found to be either excesswe or insufficient.

V. DISPOSAL OF ‘%IATLRIAL

Matérial Purchased by thie Operator or Non-Operators ‘
Material purchased by either the Operator or Mon-Operators shall be credrted by the Operator to the Joint Account
for the month in which the Matcrlal is removed by the purchaser.
Division in Kind

Division of Materizal in kind, if made between Operator and Non-Operators shall be in proportron to the respechve

ceived or recervable Proper credits shall be made by the Operator in the monthly statement of operations.
Sales to Outsiders’ :
Sales to outsiders of Material from the Jomt Property shall be credited by Operator to the Joint "Account at the net

amount collected by Operator from vendee. “Any claim by vendee related to ¢ch sale shall be charged back to the
Joint Account if and when paid by Operator.

VI. BASIS OF PRICING MATERIAL TRANSFEI RED FROM JOINT ACCOUNT

Opcrator and-Non-Operators shall he priced on thc following basrs

New price as used in this Section VI shall be the price specmed for New Material in Section IV,

New DMaterial

New Material (Condition “A’), ‘bemg rnew Material procured for the Joint Property ‘but never used, at one hundred

-per cent (100%) of current new price (plus sales tax if any).

Good Used Material

Good used Material (Condition “B”), being used N’aterral in sound and serviceable condition, suitable for reuse

without. reconditioning:

A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or

B. At sixty-five per cent (65%) of current new price if Material was originally ‘charged to the Joint Account as
secondhand at seventy-five percent (75%%) of new: price.

Other Usca’'Material ’

Used Material (Condition “"‘"), at fifty per cent 750%) of current new prrce, being used Material which:

A. Is not'in sound and serviceable condition but surtable for reuse after reconditioning, or

B. Is serviceable for original function but not suitable for reconditioning.

Bad-Order Material

Material (Condmon “D"), no longer surtable for its ongmal purpose without excessive

“scme other purpose at a price comparable with that of items normally used for such other

Junk Material

‘Junk Material (Condition “E™), being obsolete and scrap Material, at prevailing prices.

Temporarily Used I\Iatcrial

When the use of Material is temporary and its service to the Joint Property doas not justify the reduction in price as

_provided for in Paragraph 3 B of this Section VI, such Material 'shall be priced on a basis that wm leave a net charge

to the Joint Account consistent with the value of the service rendered.

. VII. INVENTORIES

At reasonable intervals, inventories shall be taken by Operator of the Joinit Account Material, which shall” include
all such Materia! as i5 ordmarrly considered controllable. Written notice of intention to take inventory shall be

given by Operator at least thirty (30) days before any inventory is fo beginzs that-Non-Operators may berepre-~
sented when any inventory is takén, Failure of Non- Onorators {0 be represcnted at an inventory shall bind Non-

Operators to accept the inventory taken by Operator, who, shali in that dvesi-furnisn Non-Operators with a copy
thereof. . . )

Reconciliation nnd Adjustmcnt ‘of Inventories

IR ZEU 3 NP 7-5
ER- C}tax :Cﬁ il i(n PE]

i cCaunt- ﬁ!I’r" ‘be '":'-GQ, qnG ""EES.{:AG{ Av'rcpsgc'sja <4 73H

mined by Opcrator and Non Opcra ors. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence,

Specml Inventorics . . L,

‘the duty of the party sclhng notily all other Parties as quickly as possible after the transfer of mtcrcst takes
place. In such cases, both the scller and the purchaser shall be governed by such rnvcntory

‘_'"4‘—,
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omt Propelly provided, that notice _in_. wntmn,,ie,,,i
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. E TEXAS INTERNATIONAL PETROLEUM CORPORATION

-} L o T U WILGO BUILDING

MIDLAND, TEXAS 79701
PHONE 915- 682.9741

/] ' June 23, 1972

Cii CONSE&EA TION U

san 'ﬂ FO COM M.

0i1 Conservation Commission
of the State of New Mexico
P. 0. Box 2088

docket No. 14-72, Application of Harding 011
W-fOr Special Field Rules Including 80 Acre Spacing
and Proration Units

Gentlemen:

This letter is to advise that Texas International Petroleum
Corporation (as owner of.0il1 and gas leases located in the

SE/4 of Section 3 and the SW/4 of Section 12, T-17-S, R-37-E,
‘Lea County, New Mexico, which are expected to:-be in the develo-
ment area of the Harding 0il Company disCovery and application)
appr and supports said application of Harding 01l Company
for special f¥eTd rules with 80 acre spacing and proration
units. .

Respectfully submitted,
20—

Robert 0. Burkett
Division Manager

mab

cc: Harding 0i1 Company _
Hirkle, Bondurant, Cox & Eaton
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GOVERNOR

| ' ) BRUCE KING
OI1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXIC(¢ LAND COMMISSIONER
o0 nox 1080 toema " ALEXAXRMIO
“June 5, 1972 '“)?'}[;Ifﬁgr’ T MEMBER

. L. PORTER, JR. .
ETARY - DIRECTQR

,\“

e~IE
el i
f[i JzL,Ll%!L\Yy%:ﬂﬁ §TATE GEOLOGIST
I'd = R Lo s
bl el d

{“m - 1972 ﬂ

Mr. D Q@ Watenw rhianf foinner - ,,,.r:

- New Mexico Gil Conservation Commission 2

Post Office Box 2088 | ~ ﬁ

Santa Fe, New Mexico = w/\..,.., x i

Dear Dan:

%
In reference to the recent completion and application of ‘ //'f;>

Harding 0il Company for a discovery allowable and new pool
for their Shipp No. 1, located in Section 11, Township 17
South, Range 37 East, I found the following:

1. This well is completed in the Strawn formation
of the Peunn. ' g

2. It is 2.9 miles from the nearest Strawn pro-
ducing well which is in-the East Lovington-~
Strawn Pool.

3. The operator's tops are based on series tops
and should“be as follows: Top Wolfcamp at
- 9750', top Penn at 10,486', top Strawn at
11,400°'. ‘ .

4. Required application has been submitted and
is in good order.

5. A new pOOluhas'alreédy been created . for this
well calied the Humble City-Strawn Pool.

I recommend that a discovery allowable be given this well.
Yours very truly,
OIL CONSERVATION &0MMISSION

/.

John W. Runyan
Geologist, District I

. N : JWR: fd
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STATE OF NEW MEXICO
5. EOK 353

[

il08 - SARNIATYE
82501

-m

July 24, 1973

GOVERNOR

i BRUCE KING
MISSION CHAIRMAN

LAND COMMISSIONER
ALEX 1. ARMID - -

MEMBER
STATE GEOLOGIST

A. L. PORTER, JR.
SECRETARY - DIRECTO

Re: Case No. 4749

Mr. Clarence Hinkle Ordexr No. R-4338-A

Hinkle, Bondurant, Cox & Eaton Appliecant:
Attorneys at Law
Post Office Box 10 : 0occC

Roswen, New Mexico 88201
DOCKET MAILED (7‘5
- e
Dear Sir: Date }/’/ J (} /
Enclosed herewith ara two copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours ’

-éﬁzi’ ’{fﬁil%§9’£7i”<;fv

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

ALP/ir

Copy of order also sent to:

' Hobbs OCC X
. Artesia OCC

Aztec 0NCC

Other




GCOVERNOR

’ B B BRUCE FING
Ol1L CONSERVATION COMMISSION CHAIRMAN
~ STATEOFNEWMEXICO LAND COMMISSIONER
P. 0. BOX 2088 - SANTA FE ALEX).ARMIIO -
T T 37501 : ’ R oEe
STATE GEOLOGIST
A.L.PORTER, JR.
July 17, 1972 SECRETARY - DIRECTOR
Re: Case No. 4749

Mr. James E,.Sperling Ordan A
Modrall, Sperling, Roehl, Harris e A - R=4338

& Sisk Applicant:
Attorneys at law
Post Office Box 2168 Harding Oil Company

Albuquergue, New Mexico 87103
DOCKET MALED  pOCKET P

Dear Si)me,é___u 57 MQM

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

Very truly yours,

A. L. PORTER, Jr.
Secretary-Director 4+~

ALP/ir
Copy of order also sent to:

Hobbs OCC___ X
Artesia OCC

Aztec OCC

Other, Mr. Clarence Hinkle, My, Sumner Buell . ‘5‘/25’73




- e omamie LR LD
O1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO | LAND COMMISSIONER

TR ALY ALEX 5. ARMUSG
P. 0. BOX 2088 - SANTA FE ALEX }. ARMUIO
87501

MEMBER

STATE GROLOGIST i

A. L. PORTER, JR.
October 22, 1974 SECRETARY - DIRECTOR

Re: CASE NO. 4749
Mr, Paul Eaton.. ... ; . : LT - 33358
Hinkle, Bondurant, Cox & Eaton ORDER NO.

N
- é ,;' Attorneys at lLaw . .
S . Post Office Box 10 Applicant:
: Roswell, New Mexico 88201 Harding Oil Company {OCC)
Dear Sir:
Enclosed herewith are tWO’COpieS of the above-~referenced

Commission order recently entered in the subject case.

V . Very_truly yours,
| A T (A -».,1,/9,,}
A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Copy of order also sent to:

Hobbs QCC X
Artesia OCC ' -
Aztec OocC . , |

Othe::

—




CASE_4748:

7 CASE 4749:

CASE 4750:

CASE _4751:

CASE 4752:

Examiner Hearing - June 28, 1972 - - Docket No. 14-72

Application of Pubco Petroleum Corporation for special
pool rules, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the promulgation of special

pool rules for the Humble City-Strawn Pool, Lea County,

New Mexico, including provisions for 160-acre prorationr
tnite aad wells Lo be Yotated within 1580 feet of the ~ater

of any guarter-quarter sgection.

Application of Hardina 0il Company for a discovery al! .wable
and special pool rules, Lea County; New Mexico. Applicant,
in the above-styled cause, seeks the promulgation of speciai
pool rules for the Humble City-Strawn Pool, Lea County. New
Mexico, including a provision for 80-acre proration units
and for the assignment of an oil discovery allowable €o its
E. D. Shipp Well No. 1 located in Unit K of Section 11,
Township 17 South, Range 37 East.

Application of Cities Service 0il Company for an unorthodox
location, Lea County, New Mexico. Applicant, in the apove-
styled cause, seeks authority to drill a producing well 1n its

~Southeast Malijamar Grayburg-San Andres Unit Waterflood Prcject

Area at an unorthodox location 1155 feet from the South line
and 1385 feet from the East line of Section 29, Township 17
Souvth, Range 33 East, Maljamar Pool, Lea County, New Mexico.
Applicant further seeks a procedure whereby additional injec-
tion and production wells within the project area at un-
orthodox locations may be approved administratively.

Application of Sun 0il Company for pool extension, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks the
extension of the horizontal limlts of the Lusk-Morrow Gas Pool,
Lea County, New Mexico to include all of Sections 15 and 16

of Township 19--South, Range 32 Fast.

Application of Claude C. Kennedy for permission to flare
casinghead gas, McKinley, County, New Mexico. Applicant, in
the above-styled cause, seceks an exception to Order No.
R-4070, to flare casinghead gas produced ‘by his BSK Edna
Well No. 1 located in Unit F of Section 8, Township 17 North,
Raiige & wWest, Lone Pine Dakota "D" Pool, McKinley County,
New Mexico.
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BEFORE THE OIL CONSERVATION COMMISSION
N OF THE STATE OF NEW MEXICO

¢ IN THE MATTER OF THE HEARING

| CALLLD B LYHE OlIL CONSERVALLUN
| COMMISSION OF NEW MEXICO FOR
%THE PURPOSE OF CONSIDERING:

CASE NO. 474
Order No. R-4338~B

IN THE MATTER OF CASE NO, 4749 BEING
REOPENED PURSUANT TC THE PROVISIONS OF
ORDER NO¢ R=<4338~A, WHICH ORDER CONTINUED
SPECIAL RULES FOR THE HUMBLE CITY~STRAWN
POOL, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on August 7, 1974,
at Santa Fe, New Mexicc, bhefore Examiner Daniel S, Nutter.

NOW, on this 22nd day of Octobex, 1974, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examinei:, 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 sub-
ject matter thereof.

(2) That by Order No. R-4338, dated July 17, 1972,
temporary sgpecial rules and regulations were promulgated for
the Humble City-Strawn Pool., Lea County, New Mexico, including
a provision for 80-acre proration units.

(3) That by Order No. R-4338-A, dated July 23, 1973,
said temporary special rulea and regulations were continued
in effect for an additional one-year period.

(4) That pursuant to the provisions of Order No. R-4338~A,
this case was reopened to allow the operators in the subject
pool to appear and show cause why the Humble City-Strawn Pool’
should not be developed on 40-acre spacing units.

(5) That the evidence establishes that one well in the
Humble City-Strawn Pool can efficiently and economically drain
and develop 80 acres.
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¢ Case No. 4749 |
i Ordexr No. R-4338-B

(6) That the Special rules and Regulations promulgated by
Order No. R-4338 and Oider No. R-4338-A have afforded and will
to produce his just and equitable share of the oil and gas in
the pool.

(7) That in order to prevent the economic loss caused by
the drilling of unnecessary wells, to avoid the augmentation of
risk arising from the drilling of an excessive number of wells,
to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, the Special Rules and Regulations promulgated
by Order No. R-4338 and Order No. R-4338-A should be continued
in full force and effect until further order of the Commission.

IT IS THEREFORE ORDERED:

(1) That the Special Rules and Regulations governing the
Humble City-Strawn Pool, Lea County, New Mexico, promulgated
by Order No. R-4338 and Order No. R-4338-A, are hereby continued
in full force and effaect untii further order of the Commission.

(2) Tﬁat jurisdiction of this cause is retained for the
entry of such further orders as the Lommission may deem neces-

sary.

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSIiOn

I. R, TRUJILLO, Chairman

A. L. PORTER, Jzr., Memq’r & Secretary

S EAL

dr/
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTRR CF THE HEARTNG
CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE NO. 4749
Ordexr No. R-4338

NOMENCLATURE

APPLICATION OF HARDING OIL

COMPANY FOR A DISCOVERY
ALLOWABLE AND SPECIAL POOL
RULES, LEA COUNTY, NEW MEXICO.

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 17th day of July, 1972, the Commission, a
quorum being present, having considered the testimony, the
racord, and the recommendations of the Examinar. angd hn*nn
fully advised in the premises,

FINDS:

(1} That due public notice having been given as reqhired by
law, the Cormmission has jurisdiction of this cause and the sub-~
ject matter thereof.

(2) That the applicant, Harding 01l Company.. 2s3ks the
promulgation of special rules and regulations for the Humble
City-Strawn Pool, Lea County, New Mexico, including a provision
for 80-acre proraticn units,

(3) That the appiicant also seeks the assignment of an oil
discovery allowable in the amount of approximately 57,100 barrxels
to the discovery well for saild pool.

(4) That the evidence presently available indicates that
the Harding Cil Company E. D. Shipp Well No. 1, located in Unit
K of Section 11, Township 17 South, Range 37 East, NMPM, Lea
County, New Mexico, discovered a separate common source of supply
which has been designated the Humble City-Strawn Pool; that the
vertical limits of sald pool have been defined as the Strawn
formation, and that the horizontal limits of said pool have
previously been defined as the SW/4 of said Section 11l.
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CASE NO. 4749
Order No. R-4338

(5) That the discovery well for the aforesaid pool, E. D.
Shipp Well No. 1, located in Unit K of Section 11, Township 17 .
South, Range 37 East, NMPM, Lea County, New Mexico, is entitled
to and should recelve a bonus discovery oil allowable in the
amount of 57,100 barrels, based upon the top of the perforations
in said well at 11,420 feet, to be assigned over a two-year
period.

(6) That in order to prevent the economic loss caused by
the drilling of unnecessary wells, to avoid the augmentation of
risk arising from the drilling of an excessive number of wells,
to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, temporary special rules and regulations
providing for 80-acre spacing units should be promulgated for
the Humble City-Strawn Pool.

(7) That the temporary special rules and regulations
should provide for limited well locations in order to assure
orderly development of the pool and protect correlative rights.

. (8) That the temporary special rules and regulations
should be established for a one~year period in order to allow
the operators in the subject pool to gather reservoir information
to establish the area that can be efficiently and economically
drained and developed by one well,

(9) That this case should be recpened at an examiner
hearing in June, 1973, at which time the operators in the subject
pool should be prepared to appear and show cause why the Humble
City—-Strawn Pool should not be developed on other than 40-acre
spacing units. .

{(10) That the horizontal limits of the Humble City~Strawn
Pool should be -oxtended to include the SE/4 of the above~described
Section 11l.

IT IS THEREFORE ORDERED:

(1) That the Humble City-Strawn Pool in Lea County, New
Mexico, as heretofore clagsified, defined, and described, is
hereby extended to include therein:

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM
Section 1l: SE/4

{(2) That the Harding Oil Company E. D. Shipp Well No.'1
located in Unit X of Section-il, Township 17 South, Range 37
East, Humble Clty~Strawn Pool, Lea County, New Mexico, is hereb
authorized an oil discovery allowable of 57,100 barrels to be
assigned to said well at the rate of 79 barrels per day in
accordance with Rule 509 of the Commission Rules and Regulations.

TR

s

Wl
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CASE NO. 4749
Order No. R-4338

(3) That temporary Special Rules and Regulations for the
Humble City-Strawn Pcol, Lea County, New Mexico, are hereby
promulgated as follows:

SPECIAL RULES AND REGULATIONS
FOR THE
HUMBLE CITY-STRAWN POOL

RULE 1. Each well completed or recompleted in the Humble
City~Strawn Pool or in the Strawn formation within one mile
thereof, and not nearer to or within the limits of «nother
designated Strawn oil pool, shall be spaced, drilled, operated,
and produced in accordance with the Special Rules and Regulations
hereinafter set forth.

RULE 2. Each well shall be located on a standard unit
containing 80 acres, more oxr less, consisting of the N/2, S/2,
E/2, or W/2 of a governmental quarter section; provided however, -
that nothing contained herein shall be construed as prohibiting
the drilling of a well on each of the quarter-quarter sections
in the unit.

RULE 3. The Secretary-Director of the Commission may grant
an exception to the requirements of Rule 2 without notice and
hearing when an application has been filed for a non-standard
unit comprising a governmental quarter-quarter section or lot, or
the unorthodox size or shape of the tract is due to a variation
in the legal subdivision of the United States Public Land Surveys.
All operators offsetting the proposed non-standard unit shaili be
notified of the application by registered or certified mail, and
the application shall state that such notice has been furnished.
The Secretary-Director may approve the application upon receipt
of written waivers from all offset operators or if no offset
operator has entexed an objection to the formation of the non-
standard unit within 30 days after the Sacretary-Director has
received the application.

RULE 4. Each well shall be located within 150 feat of the
center of a governmental quarter-quarter section or lot.

RULE 5. The Secretary-Director may grant an exception to
the requirements of Pule 4 without notice and hearing when an
application has heen filed for an unorthodox location necessitated
by topographical conditions ox the recompletion of a well previ-
ously drilled to another horizon. All operators offsetting the
proposed location shall be notified of tha anplication bv
registered ox certified mail, and the application shall state
that such notice has been furnished. The Secretary-Director may
approve the application upon receipt of written waivers from all
operators offsetting the proposed location or if no objection to
the unorthodox location has been entered within 20 days after
the Secretary-Director has received the application.




| mission and dedicated thereto.
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CASE NO. 4749
Order No. R-4338

RULE 6. A standard proration unit (79 through 81 acres)
shall be assigned an 80~acre proportional factor of 6.67 for
allowabls purposes, and in the event there is more than one waell
on an G0-acre proration unit, the operator may produce the allow-
able assigned to the unit from the wells on the unit in any
proportion.

The allowable assigned to a non-standard proration

unit shall bear the same ratio to a standard allowable as the
acreage in such non-standard unit bears to 80 acres.

IT IS FURTHER ORDERED:

(1) That the locationa of all wells presently drilling to
or completed in the Humble City-Strawn Pool or in the Strawn
formation within one mile thereof are hereby approved; that the
operator of any well having an unorthodox location shall notify
the Hobbs District Office of the Commission in writing of the
name and location of the well on or before August 1, 1972.:

(2) That, pursuant to Paragraph A. of Section 65-3-14.5,
NMSA 1953, contained in Chapter 271, Laws of 1969, existing wells
in the Humble City-Strawn Pool shall have dedicated thereto 80
acres in accordance with the foregoing pool rules; or, pursuant to
Paragraph C. of said Section 65-3-14.5, existing wells may have
non-standard spacing or proration units established by the Com-

Failure to file new Forms C-102 with the Commission
dedicating 80 acres to a well or to obtain a non-standard unit
approved by the Commission within 60 days from the date of this
order shall subject ths well to cancellation of allowable. Until
sald Form C-102 has baeen filed or until a non-standaxd unit has
been approved, and subject to said 60-day limitation, each well
presently drilling to or cormleted in the Humble City-Strawn
Pool or in the Strawn formation within one mile thereof shall
receive no more than one-half of a standard allowable for the

pool.

(3) That this case shall be reopened at an examiner hearing
in June, 1973, at which time the operators in the subject pool
may appsar and show cause why the Humble City-Strawn Pool should
not be developed on other than 40-acre spacing units.

(4) That jurisdiction of this cause jia ratained for ths
entry of such further orders as the Commission may de¢em neces-
3ary.




DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

-.5..
CASE NO. 4749
Order No. R-4338

STATE OF NEW MEXICO
OXL CONSERVATION COMMISSION

A. L. PORTER, Jr., Member & Sacretary

dr/




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

AN Hb MATEYER OF THE HEARLNG
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR

TI__MNEL _7NAMOT™ Y . S
THE PURPOSE- OF CONBSIDERING:

CASE NO. 4749
Order No. R-4338-A

IN THE MATTER OF CASE NO. 4749 BEING
REOPENED PURSUANT TO THE PROVISIONS OF
ORDER NO. R-4338, WHICH ORDER ESTABLISHED -
SPECIAL RULES AND REGULATIONS FOR THE HUMBLE
CITY-STRAWN POOL, LEA COUNTY, NEW MEXICO,
INCLUDING A PROVISION FOR 80-ACRE PRORATION
UNITS.

ORDER OF THE TOMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on July 11, 1973,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter,

Now, on this 23rd day of Julv, 1973, the Commission, a
quorum being present, having 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 Ccmmission has jurisdiction of this cause and the subject
matter thereof.

(2) That by Order No. R-4338, entered in Case No. 4749 on
July 17, 1972, special rules and regulations wvere promulgated for
the Humble City-Strawn Pool, Lea County, New Mexico.

(3) That this case was reopened pursuant to Order No. R-4338
to allow all interested parties to show cause why the subject pool
should not be developed on other than 40-acre prcration units.

(4) That the special rules and regulations promulgated by
Order No. R-4338 should be extended for an additional one year
period in order to prevent the possibility of economic loss
rasulting €rom the drilling of unnscessary wells, and in order to
allow the operators in the subject pool additional time in which
to gather information concerning the reservoir characteristics of

the pool.




© bt

AN A s e

VA

~-2=
Cage No., 4749
Order No. R-4338-A
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{5) That this case should be reopened at an examiner hearing
in July, 1974, at which time the operators in the subject pool
should -appear and show cause why the Humble City-Strawn Pool should !
not be developed on other than 40-acre proration units.

IT IS THEREFORE ORDERED:

(1) That the special rules and regulations governing the
Humble City-Strawn Pool, promulgated by Order No. R-4338, shall
remain in full force and effect for an additional period of one
year.

- (2) That this case shall be reopened at an examiner hearing
in July, 1974, at which time the operators in the subject pool
shall appear and show cause why the Humble City-Strawn Pool should
not be developed on other than 490-acre proration units.

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

DONE at Santa Fe, New Mexico, on the day and year hereinabove -
designated. ‘ :

STATE OF NEW MEXICO
OIL, CONSERVATION COMMISSION

- 5 ' d
a. %. PORTER Jr., Membef & Secretary

SEAL

ac/
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New Mexico 01l Conservation’ Commiss1on
Conference Hall

State Land Office Bullding

Santa Fe, New Mexico

 Attention: Ida Rodriguez
Secretary to Director

Dear Ms. Rodriguez:

Enclosed I am returning the Transcript of Hearing for Case Numbers
4748 and 4749. Thank you for forwarding this to us for our review.
Your assistance is very much appreciated.

Yours very truly,

bt Aoy 2

Charles F. Harding, Jr.
Vice President

CFHjr:jc

Enclosure

4317 OAK LAWN
DALLAS, TEXAS 75219
(214) 526-8935

CABLE: HARDINGDAL
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BETFORE THE

I NEW MEXICO OII, CONSERVATION COMMISSION

"~ U1l CONSEIVATLIUN CUMMISSION CONFERENCE ROOM
STATE LAND OFFICE BUILDING

SANTA FE, NEW MEXICO

Wednaesday, July 11, 1973

IN THE HATTER OF:

In the matter of Case

No. 4749 being reopened

pursuant to the provisions

of Order No, R-4338, which

order established special

rules and regulations for the
Humble City-Strawn Pool, Lea
County, New Mexico, including

a provision for 80-acra proration
units, o

et et Nt Ot st gt gl i sl vl N Nt il s

BEFORE: Daniel S. Nutter
“"Exaniner

TRANSCRIPT OF HEARING

Case No,

4749




MR. NUTTER: %We will now rasume with Casa Number

R Y ¥ 7 T st

MR. - CARR: Case 4749, in the matter of Case No, 4749
being reopened pursuant to the provisions of Order No,

‘R-4338, which order established spacial rules and

gg 6 regulations for the Humble City-Strawn Pool, Lea County,
w o b o s o . .

O 7 New Mexico, including a provision for 80-acre proration
S :

c 8 .

L7 units.,

%)

& .

od 9 MR, HINKLE: Clarence Hinkle, Hinkle,Bondurant,

| . - .
% 10 Cox & Eaton, Roswell, appearing on behalf of Harding Oil -
Ei 1n Company. We have one witness and 7 exhibits, We would
Q

= 12 like to have the witness sworn,

Q

4% 13 ' ROY WILLIAMSON,

14 was called as a witness, and after being duly sworn according

15 to law, testified as follows:

16 MR. HINKLE: Here is a copy of the exhibits,
17 DIRECT EXAMINATION

18| BY MR. HINKLE:

A

19| 9 State your name and residence,

20| a I'm Roy Williamson., I live in Midland, Texas.
21 »Q> You are a petroleum engineer?

22| A Yes, I am,

23 Q Are you a member of an engineering firm in Midland?’

1210 FIRST NATIONAL BANK BLDG. EASTSALBUQUERQUE, NEW MEXICO 87108

24| A Yes, I am President of Sipas, Williamson, Runyan &

209 SIMMS BLDG.oP.Q. BOX 10020PHONE 243-66010 ALBUQUERQUE, NEW MEXICO 87103

25 Aycock, Inc,




lates

y, meier & assoc

dearnle

209 SIMMS BLDG.e P.O. BOX 1092 ¢ PHONE 24366010 ALBUCUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLDG. EAST s ALBUQUERQUE, NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

sacE 4

L&)

Yes, I did,

Are your qualifications as a petroleum engineer a matter

lHava you‘préVidhé}

which was held over a year ago?

s1ly testified-yn thes CL5E I (he hearing

You were the principle witness at that time?

fhat 18 correct,

Have you made a study of the area which 1s invoived
feqently to bfing allrtherinformation up to date?

Yas, I have,

of record with this Commission?
Yes, they are.

MR, HINKLE: Are the qualifications acceptable?

' - MR, NUTTER: Yes, sir. They are.

Have you prepared or has there been prepared under your
direction cefqéin exhibits for introduction in this caéa?
Yes.
Refer to Exhibit tlumber 1l and explain what this is and
what it shows,
Exhibit Number 1 is a structure map on the top of the
Strawn pay in the Humble City-Strawn Pool in lLea County,
Néw Mexico, SﬁongOn this map are not only the Strawn
completions but other completions from other zones in the
area, |

I'11 point out that the circles colored in green are

the Strawn completions, In orange are the Atcka
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R T e e L e e
G AN vAViio e

~Well, in the Section 11, the Harding 0Oil Company Shipp

 Mr, Williamson?

et R S T N S

THe Hlusis-tha-Vaen Bankuéompletion‘and_MW“]

the red is a Wolfcamp completion,
These are shown riainly for a mattaer of information

although this Hearing 1s concerned only with the Strawn

P S b ) N o5 i
LULiALAULL L RRgoT 3L

T pTint cut that wne ownelshaip map

n

or i1t's now shown as Masa was Pupco a year ago; and throughf

a merger Mesa hés acquired the Pupco interaest in this
area.

Now, the previous rulss wera adopted for the Humble
City~Strawn Pool and only covered the Strawn; is that
right?

That's correct,

Now, what wells have been completed since the original

hearing?

Number 1, of coursa, was the dlscovery‘well in‘thls tiaeld,
And the Mesa Shipp Number 2 was drilled at that time and
North of the Shipp Numbar 1, the Shipp Number 3xwhich
was a dry hole since that timé in the Southeast,

MR; NUTTER: What formations did that well touch,
THE WITNESS: Number 3?
MR, NUTTER: Yes, sir,
‘It tested the Strawn,

THE WITNESS:

MR, NUTTER:

Did it test any of these other formations|
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also?

THE WITNESS: They did not test them, no, They were
not productive, Harding drilled the Shipp Number 4 whizh
1S in the Southeast portion of Section 11, and 1t was
IR AN RV LRILGL wae yauuuuvaé ih'tné o
Atoka, Taipco in the Southwast quarter of Section 12
drliled a Byers ﬁumber 1 thch was completed as an Atoka
vall, |

Back to the West in.Sectionﬂlo, Tipco drilled a
Nicholson Number 1 Well,cocispleted it in the:Yeso. Harding
then drilled the Number 5 Well which is a Strawn well,

Going on back to the East, Mesa drilled the Number 4
which 1is aIWblfcamp well.l Only recently North of the -
Tipco Nicholson Number 1, Harding drilled a dry hole on
the Number 6., The Strawn there was nonproductive as were
the otner zones,

And then below Tipco Number 1 is the Tipeco Nicholson
Number Z which is currently completing in the Strawn to
the best of my information, I have no completion data
at this time,

(By Mr, Hinkle) 'That has just recently been completed?
Right, very recently. I don't think it has been
potentialed, At least, I have no information indicating

that 1t has,

Now, refer to Exhibit 2 and explain what it shows,
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A Okay. EIxhibait Number 2 is a log of the oil producing

[ I | S WU S e e

Tatswsosis Lins IGD LT HGIGING TIUTICEEGRT Suipp nunoei
1l Well, We also have the gas production shown here, and

I have extrapolated the present decline trend to determine

\ij- resarves rfor this well,

o
&
a3
o
o
’-!
A
e}
ull

on, the total ultimate recovery

As I'11 discuss later
wfréﬁ fhisrwélirbééed Qnthe cumulative production to date .
aﬁd the extrapolation of this decline curve indicates an
ultimate recovery of around 211,870 barrels of oil.,.

Q Now, refer to Exhibit 3 and explain this,

A Exhiblt 3 is a similar plot for the Harding Oil Company
Shipp Number 5 Well, As you can sev, it's a very new
Well.I; only went on production in February of tgis year.
There iérnot sufficient datavto make any ext:apolat#on of

remaining reserves,

«Q Now, refer to Exhibit 4 and explain that.

A Exiiibit Number 4 1is a similar type plot for the Mesa
Petroieum Company Shipp Nuﬁber 2. This well as of this
date was not gxhibiting any 8&ecline in the producing rate
aﬁd is exhibiting a cést of producing faté. fherefore;
no extrapolation could be made of the production at this

time,
Q@ Now, have you made any velumetric calculations of o1l
reserves in connection with any of the wells?

Y I _have, f h t 0i i .




pace B
1{ and thosae data are shown on Exhibit Number 5, These are
- © {777 T tie same data that were shown in our original Hearing
3 approximately a year ago, and it shows an average porosity
4 of 80 percent, water saturation of 30, estimated recovery
. |
5 Oof 20 percent, formation volume factor of 1,675 net feet ‘
o 6 of pay of 46, :
oo ] 7 It gives us a recoverable o0il per acre foot of
Q ) : g
2 8 52 barrels, Assuming then the 80-acre drainage.they - |
n ;
g; 9 anticipate that these wells are draining, this gives us !
. ‘ |
.§§ 10 an ultimate recovery of 191,360 barrxels which we can see
D 1 )
= 11 agreaes vary well with the production decline curve
= 12 extrapolation, :
= i
g 13| @ Refer to Exhibit 6 and explain what this shows, ?

14 A Exhibit 6 1s a plot 6f the bottomhole pressutra versus

o3
Y
xn
o O
30
T x
vy .
¥ 15 cumulative oil production for the Harding Oil Company
2z
o . B
53 16 Shipp Number 1. When this reservoir was discovered, it
ga .
N ’ . .
§§ 17 was undersaturated., It shows a rather sharxp decline.,
o 8
- . .
$: 18 The bubble point is 3200 points, The two racent pressures :
: | | :
23 19 which are a result of the pressure after reaching the ‘
> 0 PR ’ ‘
E: 20 bubble point extrapolate to an ultimate recovery of :
oz 1
§; a approximately 210,000 ' irrels assuming an atandonment o
S ' _ " :
ar 22 hottomhole pressure of 250 pound. f
6 Z |
0 *
P So utilizing the data from the dacline curve, the

- z° ’ B
;’ 24 volumetric calculation and the bottomhole pressure

25 extrapolation, we have an ultimate recovery in the
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that wa are draining approximately 80 acres of the

. Yeservoir,

‘ adopﬁed?

Now, have You made an economic study of what would happen

1f this field were developed on 40-acre spacing rathefy

than 807

>

Exhibit Number 7 is the economics of dfilling and completing
a Strawn'well. Now, we have estimatgd thg drilling and
completion costs of $320,006; and the oil price, gas
Price, the taxes are the various factors that go into the
economics of a well;.

And utilizing thesg factors, we come up with a figure
of 101,266 barrels §f 0il will require to pay out the
drilling,»cdmpietion and operation of a well to this pay.
S0 we have shoﬁn that we are recovering approximately
200,000 barrels of oil from 80 acres, Therefore, if we
era-drilling on 40 acres, we would have a situation that
would result in a little more than a pay-out of the
original cost, |
It would not hardly justify economically £he driliing of
wells on the éo-acre»basis?

No. It certainly wouldn't,
What as youf recommendation to the Commission w1th respact

to retaining the spécial pool rules that have baen
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1| A I recommend that we retain the special field rules at
2 80-acre spacing and retain them on a permnaneant basis,
3 Q In your Oplnlon, will this be 1in the interest of
4' conservation, the preventlon of waste, and protect
. ThUrelalive rightno
6 A Yes, it would,
8 e e
T 7 MR. HINKLE: I believe that there is a letter in the
-a i
Q files of the Commission from the Mesa 011 Company,
7] 8 P
%)
© 9 MR. CARR: That's right,
od : ,
5 10 MR. HINKLE: 1I'd like to indicate in the record what
- | |
= 11 this shows,
> ,
£ 12 MR. NUTTER: We will get to that in a minute, Mr,
£ ¢
D -3 13 Hinkle,
- v~ .
x ®© i
20 14 MR, HINKLE:" I'd like to offer into evidence Exhibits
oy .
e 1 through 7.
sy 18 | »
’EE 16 MR. NUTTER: Applicant's Exhibits 1 through 7 will
20 : ‘
g a
§§ 17 be admitted into evidencs.
4 D
LN ] .
23 8 MR. HINKLE: That's all of the Direct.
> 0 ,
g0 _ ' |
s MR. NUTTER: Are there any questions of Mr,
5o Williamson?
g 20
‘-
x5 CROSS~EXAMINATION
0.« 21 T-.
65 ‘
d BY MR. NUTTER:
$3 2 ; ,
§§ 2 Q Mr, WLlllamson, in etfect, the oniy thlnq we have to show
- b 0
z o
3 24 here, the only thing we have here to show the drainage

on 80-acre spacxng is the comparison of your production




tes

Y, meier & associa

~dearnle

209 SKMP-AQ BLDG .o RP.O, BOX \VOOZOPHONE 243-00018 ALBUQUERQUE, NEW MEXICO 387103

IMEFIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MEXICO 87108

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

25

PAGE )}

o=l

e Banlina_Anrea s bl cmamema VY et

,,,,,, Yo IATIUIEIC0 LEeuil ve o wilued o
acres, and that's not inclusive by any means, How would
you account for the fact that if we look at your plat,
Exhibit Number 1, we see that a 40-acre offset to the
Cranil UL AL wwar TTUL 4 GLDL davass | H oau-acly viised
to the West of it was a dry hole ;n‘the Stfawn,rgnd the
only two wells that offset each other and are productive
from the Strawn are 40-aére offsets, being the Number 1
and the Number 2? Do you have any pressure information
that shows that we are getting any kind of communication
bayond the 40-acre line?

No, sir, I might meéntion this: I do not have a'cqulete
data on the Meéa Number 4 Weéll., They apparently felt
like they would have had a completion there; They
perforated the pipe; and I understand they had some
mechanical problems tgat precluded them_frem complutlng;
.bﬁt the Mesa faeels like,in discussing with them, thﬁt tﬁey
could have made a well theré without mechanical problems,
We dolnqt havé any other pressure informatibn other
than we have shown in the past préssure, We had an
identical prassure between the Harding Shipp I'aga the
Mesa Number 2,°
Was that introduced in the first Hearing?
Yes. That was 1n the first Hearing., Now, we have

testified befora, and I think it is fairly a matter of
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a stratigraphic trap. It has very little relationship to
structure as evidenced by the fact that the Number 6 Well
was a dry hole and structurally it should have besen a good
well,

So thevonly ghéqg we can go on rel:iably is, of course.
our volumetrics; and unless additional pressure data are
taken, we have no other data to support the fact that
we are draining 80 acrés;but the’Iog interpretation,
the bottomhole pressure cumulative data, and the
parformance data do agree very strongly I feel. Ang it
does indicate we do have 80-acre drainage;

Well, you would agraee with me, wouldn't you, maybe you
won't, but on your Exhibit Number 2 there you are |
extrapolating a production decline curve bésed on a
rather limited band of'performénce as far as that gées;
and any e?ror of just a couple of degraes could ‘make a
considerable difference in the volume of 0il?

Well, I agree. Being the only data we had, that's what
we had to use; and, of cougsg,kthgt's WhY,; went to the
pressure data on thié well which I feel -

fhere have been no pressure intérference tests conducted
or anything like that?

No, sir. There have not been,

And no comparison of original pressures with subsequent
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A

He3rIng
when Wells Number 1 and 2 pressures were compared?

Right., Of course, the pressure in the Number 5 Well was
somewhat lower than the original pressure in the Number’l
Shaipp Well, And this might’indicate some drainage there.
Do you have any préssure information availahle on the
Number 5 when it was complated?

Let's see., I believe I do. The Shipp Number 5 on June

the 4th of 19?3 fecorded a maximum pressure/of 2,388 poundé
What was the i;itial bottomhole pfessure of the Number 1?‘
And the Number 1 was coﬁsiderably above that. The
bottomhole pressure of the Number 1 was 4,807 psig.

So I thank we could infer the drainage had occurrad, rof
coursé, the Number 4 Well in the middla of May ¢louded
that somewhat. |

Now, at what point on this Exhibit Numler 6 of bottomhole -
varsus cumulaﬁiﬁé-producfion would this preésure%on the‘
Number 5 well have been taken? What comparable éo;nt?
Okay., June of '63,

You might have a date even for thais last pressure that -

Right, I do., I think that will probably tie it in fairly
closely. Wall 3 agrees very closely. Thae pressure; the
last pressure shown is the Shipp Number 1 of 1,035 pounds

taken 6-4~173,

! . ‘
,p_r_e,g_sg,g.es, _Qf_ ve 1 l S. vdrl ]. led .axcen f‘.._d 1" rin r:i the — f!r_g; t 'S YR S ,___j,_<__._,4.
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1| ¢ That wastakenthesamedatethlsotherpres_mreﬁas_-1—
2] xun then?

3| A Right, on the same date,
4] O Well, let's go on down from 4800 to 1035, The new

3 piessure in the wamber 5 is 23887 ~

6| A Right. So the inference there could be of drainaga, of

™ 5
ﬁ_‘) . .
*© 7 course, from the Number l;or if it's a separate
' -
sg 8 stratigraphic trap, it could be of a different pressure,
7]
© 9! © Yes, I see that.
od
D 10 ~ MR, NUTTER: Are there any further questions of
& 1 Mr, Williamson? He may be excused, Do you have anything
- = .
%g . 12 further, My, Hinklae?
e - ;
85 3l MR. HINKLE: That's all,
i == B :
o x o j
IS s MR. NUTTER: Do you have any correspondence? 1
X NN 3
u w A
:g- 18 MR, CARR: Mr, Examiney, the Commission has received
2z T .
a . p ) .
§§ 16 : two letters related to this case, One is from a Mr,
[ X 4 S
S-N" -
Eé 1 J. L. Farrell, "Please be informed that Mesa Petroleum
LN ]
- 3
§E 18 Company respectfully requests the examiner approve the
: - ’
g: 19 80~acre proration unit currently established under the
2 o
I .
xzé 26 gspacial rulas and regqulations for theg Humbls City=5trawin ;
2z
- 4 . .
§§ 21 Pool, Lea County, New Mexico in Order No, R=4338."
. Z
oo ) .
g 22 "Mesa agrees with Harding Oil Company that 80-acre
¢ 2 : }
ok .
az 23 proration units are adequate for gconomic drainage for K
w . - - -
Z e . e ) S ‘,‘,
i , 5B 2 this particular reservoir," : :
| | :
i

26 We also have a letter from Texas International
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e 1] Patrdleum Corporation _signad bv _Mr. Robart_0O_ nn rke“,ﬁnWWnﬁlmT“
2 "Thas 18 to advise that as an operator in the Humble
3 City Strawn Field, Tmxas International Petroleum Corporatidn
4 petitions the retention of 80 acre proration units for
S @Gacil Weli Ccompiecuu <aoui Lilg owrdawn ilimae 1n the above
v 6] named field."
‘\-y‘ . B
i) 7 MR, NUTTER: Is there anything further for Case
Q
8 8| Number 4749? If not, we will take the case under
m.v -
23 9 advisement,
| .
_9_) 10 . * * % % *x
D ,
- E 11 | STATE OF NEW MEXICO )
7y ) o
= 12| COUNTY OF BERNALILLO )
} * E
S ‘ ol ] :
ég 13 I, JANET RUSSELL, a Certified Shorthand Reporter, in

14 and for the County of ’Be’rnaliillo,' Staté of New Mexico, do
15| hereby certify that the feregoincj and attached Transcript of
16 Hearing before the New- Mexico Oil Conservation Commission

17| was rex_ﬁorted by mé_:_ and that the sama is a true and correct
18 | record of the sbaid proceaedings to the best of my knowledge,

AY

19 skill and ability.
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‘ 24 '..eald by e on...__ Jf 4l ey 1978
25 - ;‘ ; " ' AR . - - ,......., Examinerr
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, IR, STAMETS: <Call next Case 4749 (reopened), In

uﬁbgm@atterﬂgg Case No. 4749 being reobenad. pursunant o ;“f_
the provisions of Order No. R-4338, which order establishqd
4 special rules and regulations fqr the Humble City-Strawn
5 Pool, Lea County, New Mexico, including a provision for

80-~acre proration units,

ﬁ We have received a request from the Applicant that. .| _ .
“ “ this case be continued until June 27, and it will be

so continued.
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5 that the foregoing and attached Transcript of Hearing before
6 the lew llexico 0Oil Conservation Commission was reported by
7 me; and that the sawe is a true and correct record of the
8 said proceedings to the best of my knowledge, skill and
9 ability.
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~ BEFORE THE
__NEW_MEXICO_OIL_CONSERVATION_COMMISSTON .

A

Santa Fe, New Mexico
August 7, 1974

EXAMINER HEARING

in iy MATTER OF:

Case No. 4749 veing
‘reoperied pursuant to the
provisions of Order No.
R-4338-A, Humble City-
.Strawn Pool, Lea County,
New Mexico.

Case No. U749

Nt Nt N el N Nt S N

BEFORE: Daniel 8. Nutter, Examiner.
TRANSCRIPT OF HEARING

APPEARANCES

For the New Mexico Oil ]
Conservation Commission: Thomas Derryberry .

Legal Counsel for the Commissio
State Land Office Building

Santa Fe, New Mexico

Faul W. Eaton, Jr., Esq.

HINKLE, BONDURANT, COX &
- EATON )

Hinkle Building

Roswell, New Mexico

For the Applicant:

THE NVE REPORTING SERVICE . -
STATE-WIDE OEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87801
TEL. (505) 9926388




Roy C. Williiamson, Jr.
Direct Eké&iﬁégibn by Mr. Eaton
cross. Examination by Mr. Nutter
‘Witness Ei§g§ed

James O. Justice\\
Direct Examination by Mr. Eaton

Witness Excused 1

EXHIBITS

Applicant's Exhibit Number One through Three
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MR. NUTTER: The hearing will come to order, pleasel

L~
B

Thé first case this mofniﬁg will be number L4749,

MR. DERRYBERRY: Case U749, in the matter of
Case Number 4949, being reopened pursuant to the provision
of’ order number R-#336-A, which order continued special
rules for the Humble City-Strawn Pool, Lea County, New
Mexico.

MR. EATON: Paul Eaton, Hinkle, Bonduraﬁi, Cox
& Eaton, representing‘Haniﬁg 0il Company and Mesa Petroleum
Company and I have two witnesses.

MR. NUTTER: Will you have them stand and be
sworn, please?

(TﬁEREUPON, the witnesses were sworn.)

ROY C. WILLIAMSON, JR.

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

examined and testified as follows:

s

BY MR. EATON:

Q Would you please state yocur name and\rgSidence and
by whom you are employed?

A. I am Roy C. Williamson, from Midland, Texas. I
am President of the consuiting firm of Sipes. Williamson

& Aycock, Inc.

TBE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREFT
SANTA FE, NEW MEXICO 87501
TEL. {505) $32- 0386
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WILLIAMSON~DIRECT

Q Mr. Williamson, have you previgusly testified

before this Commission?

A, Yes, I hé;é;

Q ’ Ang in what capacity?

b As an Elgiaciing wilness,

Q And have you previously‘teStified before the
Commission in conneéfion with‘this matter?

A, Yes, I/have.-

Q And have you prepared or-had preparéd certain
erhibits er introduction?

A, Yes.

Q » Plgase refer to what has been marked for identifi-.
caticn as Exhibit Number Oné and state what that exhibit
is?

A, Exhibit Number One is:a thickneés map, an iso type
map,_on\the gross Strawn intérval for the Humble City-~Atoka-
Strawn field in Lea County, New Mexico. . . .

The contours shown are the isopack thicknesses
and wells are shown and are éolorecoded as to zone of
completion.

‘%ig\wélls that wewwill be con¢erned with are the

ones colored blue, whi¢h are the Strawn completion and there

are five of these.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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HWILLTAMSON ~DIRECT

“on- the' exnibit there

tracts. Wili’your testimony’cqncern‘those tfacfs?;A“mﬁwr?
A~ No, sir, it will not. o 3 -

Q A1l Pight. Now, Mr. Williamson, please refer to

1 g - - A L] ~

Lul Las Lech ma;g;;:_:: *“;uv¢;¢vub+u“ 4o Baiilbli Wumber
Two, and state what that exhibit portrays°
A Exhibit Number Two dépicts certain data from the
Strawn wells in the Humble City Strawn field.
The left-hand coiumn‘identif;es the operator and

the wells.and~the next column is the initial date of

production. Then, we have bottom hole pressure, ultimate
oil recoveries and recovery per acre foot and net pay
thickness ‘calculated for each well. The purpose of this

data is to indicate that the reservoir is performing such

‘that drainage is occurring on eighty acre spacing.

I might pbinﬁ‘out that the Harding Shipp No. 1
’was the iﬁitial well in the Strawn field. It had an initial
bettom hole pressure of four thousand'eight hundred and
seven pouﬁds.

The Mesa Pétfoleum Shipp No. 2 was completed one
month later and had bottom hole pressure of thirty thousand
four hundred and seventy-three pounds.

-The Harding Shipp No. 5 was completed in February

THE NYE RFPORTING SERViTE
: STATE-WIOE DEPOSITION NOTARIES
3 .' 225 JOHNSON STREET
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'with preseure of three thousand thirty—two poundsxa

The ﬁarulub Cil 00mpany bhaw No. 1 was cqmplenea
in March of '74, and it had thfee thousand fivo hundred and
fifty-five pghﬁds. i/

I might also pdiﬁt out that there are severai'ﬁfy’
holes in the Strawn indicated in'secfion fifteen of 37 east,
17 south. The Mesa No. 5 Shipp was a dry hole in the Strawn.
To the east, one 1ocatioh,”the Harding No. 1 Schwartzb&%g ﬁas
a fallure in the Strdwn.

Q That was in éection‘fourteen?
A ~Section fourteen of 37-17. Also in section eleven]
north of the Harding No. 1 Shipp there ‘is a dry hole. - In

section’ ten of 37 17 there is a dry hole north oif the TIPCO

No. 1 Nicholson.

MR. NUTTER: And those both were tested to the

PR Y 1 8 e

SR i pen A

A1

A " Yes. Ixhight also point out that even ﬁhéugh thesg
other wells are completed to various intervals, being the

Wolfcamp, Atoka, and the Yeso, they also were failures in

the Strawn.

THE NYE REPORTING SERVICE -
STATE-WIDE DEPOSITION ROTARIES
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WILLIAMSON-DIRECT

vEEOrgghed

AR . o=

Completion was either atte formation
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 was nqt'sﬁféiciéﬁ% to éffempt cbmﬁléﬁioﬂu ;$o‘£heréforé,
they can féally}bé'copsideréd faiiures in the Strawn. a

’jThe’Strawn fdfﬁafibé islé;neféiiﬁ;:tﬁe acchmuia:
:1|tiqﬁtié foun? in‘éﬁrgtbgr;bhicfnature, and as ydu can see
it is réasdﬁgbly effﬁtic and completiéhs are offset by
'ary holes.

" Oh this one dry hole back in section ten, out
to the west of the TIPCO No. 2 Nicholson, is the TIPCC No.
‘Nicholson. |
But ihé initial bottom hole pressure data indi-

cates to me that communicatioﬁ does exist between these
well-s .

'The anomalous situation is that in sectioh eleven’
the PUBCO, or really Mesa, it was drilled by PUBCO, but
‘of course PUBCO is owned by Mesa, the No. U Shipp was a
failure iﬁ the StfaWn and yet drainage seems to have 00§urred
across this location as indizzted Ey,the pressure gh the
7N6; 5 Shipp of thirty-eight hundred pounds which is‘somﬂ
thousand pounds beloW'the'Hardinngo.>l Shipp. So, there
must be some path of communication and this could be a

localized situation in the Strawn as to why thQ?Shipp No.

was a Strawn failure.

THE NYE REPORTING SERVICE
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WILUIAMSON-DIRECT

Going on to the ultimaté oil reCOVery,'the

Harding Shipp No. 1 and the Mesa Shipp No. 2 are depleted

in the Strawn and the Shipp No. 1 has produced approximately

ope hundred and sixty-four thousand barrels. The Shipp No..
2 has produced appruiimately a hundred and ninety-nine |
thousand barrels.

Thé Harding éﬂipp No. 5 is still producing and i£
is on a decline thét can be extrapolated and the ultimate
expected from this well 1s one hundred-and twenty—niﬁé
thousand barrels.

The TIPCO Nicholson No. 2 is also on a declihe
‘that can be extrapolated and it will produce approximatély
eighty thousand”barrels.

‘ The next column shows the calculated rééovery in
barrels of oil per acre foot from each well whiéﬁ takes
i;%o account porosity and water saturation and formation
VQlume factor for each well and the last céiumn sﬁows the
net pay in thickness calculated from the locatioi of these
wells.

At the bottom of the exhibit, number one éhows
the ﬁltimate oil recoveryﬂfrom the four wells; total five
ﬁundred and seventy-one thousand six hundred and five

barrels.

THE NYE REPORTING SERVICE
STATE-WIDE ODEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (S08) 9920386




WILLIAMSON-DIRECT

I might mention that the Harding Shaw No. 1 is

S Tyt oK g - g 57
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producing in the Strawn. It is not declining. It is

prbducing at a constant rate and I was not able to get a
performance derived ultimate sc I did not include ££ in
viicoe calcudiatioiis.

Number two at the bottom of the exhibit calculateé
the drainage area by dividing the ultimate oil recovery by
the forty—eight barrels per acnqﬁfeet times thirty-six
point seven five net feet indicating an éverage dralnage
area for the four wells of three hundred and twenty-four
acres or eighty-one acres per well. |

So, by observing the pressure history and the
volume meéric calculations of the area, that would contri-
bute to tﬁe amount of oil that we can pin down'that'can be -
produced from the four wells. I conclude that drainage is
substantiated on an eighty acre unit.

Q. (Mr. E2toncecontinuln

)

>

know whetﬁer or not Mesa Petroleum Compaﬁy is interested
in further drilling of this area?

A Yes, sir. The Mesa personnel that I have visited
with have indicated that they are intereSﬁed in pursuing
additional‘development in this area but only if eighty acre

spacing is maintained. This will give them the economics

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
228 JORNSON STREET
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WILLIAMSON-DIRECT - - 'mme ,,,,,,, 10 .
Toross o pegen A0

t 1:] €y mu st _have to deve l op this somewhat_e T!‘natfi,c,_ngé anvoino.

Q Based then upon your familiarity with the reservoig,

and particularly-your Exhibit Number Two, you are of the

opinion that the Strawn will efficiently and effectively

|'drain eighty acres?

A Yes, I do.

MR. EATON: No further questions of Mr. Williamson.

" CROSS_EXAMINATION

BY MR. NUTTER:
Q Mr. Williamson, what is the current rate of
production on the three wells that are producing now?

A The Shipp No. 5 for May produced eighteen hundrsd

and fifty barrels of oil. The TIPCO Nicholson No. 2 for

May produced two thousand andvfifty barrels. These are
approximate and is read from a curve. And the Harding

Shaw for May produced ten thousand six hundred and ninety-

‘eight barrels.

‘MR. NUTTER: Thank you. .Are there any further
questions of Mr. Williamson? Yoﬁ:may be: excused,

(THEREUPON, the witness was excuséd.)

Do you have énything further, Mr. Eaton?

MR. EATON: One more witness, Mr. Justice.

JAMES 0. JUSTICE

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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JUSTICE~-DIRECT

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

examined and testified as folloWé:z

DIRECT EXAMINATION

a
PR

BY MR. EATON:

o Stale your ame plozue and where you live?

A My names is James O. Justice and I live in Dallas,
Texas.
Q And by whom are you employed, Mr. Justice?

A, Harding 0il Company.

Q And what is your position with the Harding Oil

Company ?
A Chairman’of the Board and Chief Executive Officer.
Q Have you previously testified before this Commis-

sion in connection with the first hearing.on the field rules
for the Humble City-Strawn Pool?

A Yes, sir, I havet

AQ“WfVDQVyou have a statement which you would like tb
make to the Commission which has been marked as Exhibit
Three?
A Yes, 1 do.
Q Would you please proceed with that?
A, This is a stateméht to the New Mexico 0il

Conservation Commission, Docket Number U749, August Seven,

THE NYE REPORTING SERVICE
STATE-WIDE CEPOSITION NOTARIES
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' high of one hundred and fifty-six thousand two hundred and

JUSTICE-DIRECT Page...... 12 -

1974, special field rules for the Humble City~-Strawn field.

—--Ra “1’ enound.—indan.os farmon st o T (R R T LE5E
Petroleum Company, Harding Oiiréompany has been developing
this fiéld with the participation of TeXas International
Fcpro;eﬁm Company. iu aate, Harding hés dfiiled six wells,
four producers and two dry holes.

Three of the producers are completed in the Stfawn,
and one in the Atoka. The aCCUmulafive production on the

producers to May the first, 1974, ranges from a low of

sixteen thousand one hundred and sixty-two barrels to a

forty-six barreis.

Recent developments. During 1973, Harding drilled
two wells and so far in 1974 it has drilled two wells with
a third scheduled for spudding this month. All of these
wells have or will test the Atoka formatioh.

Future plans. ﬁhder the farm-out agreement,

seven eighty acre tracts remain to be earned. Due to the

uncertain nature of the geology in this field, the sequence
of drilling each of these locations is contingent upon
the results of previcus drillings.

An example of this rationale is our decision to

v

abandon the location in the west half of the northeast quartej

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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JUSTICE-DIRECT 13

of section fourteen, as a result of geological data galned

P -

Prem tLTUUEG Gy huies LO the ﬁéééwiﬁﬂéﬁéréééé half of the
northeast quarter of section fifteen and the west half of
~#the northwest quarter of fourteen and Mesa No. 5 Shipp and
HairrGliig Nb. 1 Schwa. Lol ulg .

Based upon drilling results and performance history
it is the judgment of the Harding 01l Company that this
field does not economically justify development on forty
acre spacing. ~

Formation characteristics appear to be such that
one well will adequately drain eighty acres thereby avoiding
underground waste.

Drilling results fo date likéwise indicate that
correlative rights are better protected on eighty acre
spacing than they ﬁould'be on forty acre spacing due to the
rather unpredictablé”nature of the petroleum bearing forma-
tion.

Conclusion. it is our coﬂclusion that thé trade-
off bétween correlative rights and sound economics will
best be served by continuing eighty acre spacing for that
field.

That concludes my prepared statement.

Q Mr. Justice, this Exhibit Number One testified to

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
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CASE 4749
JUSTICE~DIRECT Page 14
—~ by Mr. Williamson, reflects seven'yellow-colored eighty N

acre tracts.
'Are those the eighty acre tracts which yoﬁ have

mentioned in your statement just now?

~r L N T B P A
*\/U’ - labA o

Q Which will be earned by Harding if you proceed to
drill those properties?
A That is correct and our proposed location for the

next well to be spudded this month is shown on that exhibit.

Q In section twelve?
% A -Yes, sir, in the west haif of the northwest Quérter
z - Q Do you ha;é anything to add, Mr. Justice?
% A No, sir, I have nothing further.
% . | : MR. EATON: Pass the witness.
g MR. NUTTER: TI have no questions. Are there any
i ,
; questiohs of this witness? Thank ybu, Mr. Justice, you may
g be seated. |
% (THEREUPON, the witness was excused.)
f MR, EATON: That concludes our casé and we offer
% into evidence Ekhibits One, Two and Three. |
; MR. NUTTER: Harding's Exhibits One, Two and Three
will be réceived into evidence.’
% . (THEREUPON, Apvlicant's Exhibits Numbers
f a;;

[«
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CASE 4749

One, Two and Three were admitted into

evi&énce.) N
MR. NUTTER: Do you have anything else, Mr. Eaton?
MR. EATON: No, sir.

M, NULTOn. Zocd Zi lue bave allyLiing they wish
to“bffér in Case Number M9A§§

MR. DERRYBERRY: Mr. Examiner, the Commission has
received a letter from Robert 0. Burkett who is the Division
Manager of Texas International Petroleum Corporation and
reads as follows:

In the matter of the rehearing for R—M338—A,
special field rules for the Humble City-Strawn field, this
is to advise that Texas International Petroleum requests
the,continuancé of the eighty acre proration units based
on the producﬁion data to date on the TIPCO No. 2'Nicholson;
well in the Humble City-Strawn Pool we cannot economically
Justify any development on a spacing pattern lessréhan
eighty acres per well.

MR. NUTTER: 1Is there anything further iﬁ Case
h7hg?

We will take the case\under advisement.

THE NYE REPORTING SERVICE
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STATE OF NEW MEXICO )
CouREY OF safma vE 5

I, SIDNEY F. MORRISH, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing before
Ll W Mexlco Oil‘C::;::va§ion Commission was reported by
me, and the same is a true and correct record of the said

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

SIONEY F/ /MORRISH
Court Répprter

I do hereby certify that the foregoing is
a complete record of the proceegdings in

the Examiner hearing gf Case No."§€2551[d,
heard by me on..... X/ v S s 19.2%...

...........

- =7 N N Al ooy Examiner
New Mexico 011 Conservation Commission
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Santa Fe, New Mexico
July 10, 1974

EXAMINER HEARING

!

IN THE MATTER OF:

Case No. 4749 being reopened
pursuant to the provisions of

Order No. R-4338-A, which order
continued special rules for the
Humble City-Strawn Pool, Lea County,
New Mexico.

CASE 4749

N st awt ast st w et s gt ut st

— e e e e s mee e e e e e e e e mm e e m——— e e men

BEFORE: Daniel S. Nutter, Examiner

TRANSCRIPT OF HEARING

For the New Mexico 0il Thomas Derryberry, Esq.

Conservation Commission: Legal Counsel for the Commission .

State Land Office Bulldlng
Santa ¥ ., New Mexico
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MR. DERRYBERRY: Case 4749 in the matter of Case
4749 being reopened pursuant to the provisions of Order No.
R-4338-A, which order contined special rules for the Humble.
City Strawn Pool;>heu county, New Mexico.

Mr. Examinexr, we have a letterx ﬁere from Mr. Clarence
Hinkle, Attorney for the Applicant and it states as follows:
(Reading) Appearing on the Examiner's Docket for July 10th
is Case No. 4749 which is being reopened pursuant to the
provisions of Oréer«No: R-4338-A,which Order continued
épecial pool rules for the Humble City~Strawn Pool, Lea
County, New Mexico. We represent Harding Oil Company wﬁo
is the‘originai proponent of the special rules and due to
the unavailability of witnesses for Harding for both July
10th and July 24th because of vacations, please consider
this as a motioﬁ on behalf of Harding to continue this
Case until the Exaﬁiner‘s Docket of August 7. (End of
reading.) : , B e -

MR.’%&TTER: Case No. 4749 wiii be continued until
the Examiner Hearing scheduled to be held at this same place

at 9 o'clock A.M., August 7, 1974.

THE NYE REPORTING SERVICE
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CASE 4749

STATE OF NEW MEXICO

N
'

COUNTY OF SANTA FE

I, RICHARD L. NYE, Court‘Reporter, do hereby certify
that the foregoing and attached Transcript of Hearina hefara
the New Mexico Oil Cdnservation Commission was reported by
me, and the same is a true and correct record of the saigd

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

I'4

LL_/,@// F Ay

‘RICHARD L. NYE, @6udtReporter

[ do hereby certify that the foregoing 18
a coapleie record of the proceed;?gs in
the Examiner hearing of Casg No o

heard by mejon........ é] d . 19, ¢

Examinex
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NEW MEXICO OIL CONSERVATION COMMISSION

CONFERENCE HALL, STATE LAND OFFICE BUILDING

SANTA FE, NEW MEXICO

June 28, 1972

IN THE MATTER OF:

Application of Pubco Petroleum
Corporation for Special pool rules,
Lea County, New Mexico,

Appliéation of Hhrding 0il éompany
for a discovery allowable and
_special pool rules, Lea County, New

Mexico.

and

N NtF Nkl Vit Mot sl ol Nt Nl N Nl e

BEFOBE:

Elvis A, Utz
Examiner

TRANSCRIPT OF HEARING

CASE NO. 4748
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1
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= 2 ‘
MR. HATCH: The Application of Pubco Petroleum
ok 3
- Corporation for special pool rules, Lea County, MNew Mexico.
4 g
I think we need a decision as to whether we are going to
. 5 .
= hear these cases at the same time, Case 4748, the Application
' 6
- fﬁ of Pubco, and Case 4749, the Application of Harding Oil.
£ 7 | |
ES MR, HINKLE: Clarence Hinkle of Hinkle, Bondurant
i Eg and Christy, Roswell, HNew . Mexico, appearing on behalf of
9 ) ;
: r od Harding 0Oil Company. We would like to enter our appearance
¢ | -
s D 10 :
: [T -in Cases 4748 and 4749, and we have no objection to
p E 1 .
B E . consolidating the Cases for the purpose of taking testimony.
. — 12 o e ..
B g; 2 MR. BUELL: Sumner Buell of Montgomery, Federici,
K ® oS
s - §£ 13 Andrews, Hannahs and Morris, I would like to enter my appearance
S X A
C i i on behalf of H. L. Brown, Jr.
- 2z 2: .
« o .
L g §§ 15 MR. SPERLING: James Sperling of Modrall, Sperling,
Fka £ _
: §§ 15 Roehl, Harris and Sisk, Albuquerque, appearing on behalf of
: <3 ' ' | o
t¢£§ 'f% 171 pubco Pstroleum Corporation in Cases 4748 and 4749. We have
514 ‘25 Bl no objection to the consolidation of the two Cases for the
Dot w -
- %g 19 urpose of testimony
; & ] p rp j'
R . . : ‘
: L; 52 20 MR. UTZ: In absence of objection, Applications
: o n *
B 0o J
g °z 28| 4748 and 4749 will be consolidated, for the purpose of
¥ ) o0 . .
T
- gz 2| testimony.
f‘ ‘( 1. ‘.l 2
" ;E 23 MR. HATCH: I have a question that I would like
- x - ,
Dy g 24 [ Mr, Hinkle, Mr. Sperling and Mr. Buaell to review for a
* Lm’ '
‘ 25 | moment befoxe we proceed.
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_In the Affidavit of Publication for Case 4749, there | -

was something left out. The pool name is the principal thing

that was left out.

" MR,

HINKLE: I don't think that makes a whole lot

of difference, it is identified by Township and well

identification.

MR,

HATCH: I am not disturbed about it, but I

don't know about you or Mr. Sperling.

MR.
left out, the

identified.

MR,

MR,

MR'

HINKLE: Jim, the pool name is the only thing

Township and Range,énd discove:y>well are all

SPERLING: I have no objection to proceeding.
HINKLE: I have none.

UTZ: Csases 4748 and 4749 have beéen called.

Mr. Speling,>how many witnesses do you have?

MR,

MR.
Hinkle?

MR,

MR,

sworn at this

SPERLING: Two.

UTZ: -How many witnesses do vou have, Mr.

HINKLE: Three.
UTZ: Will all five witnesses stand and be

time?

(Whereupon, five witnesses were sworn simultaneously

by Mr. Hatch.)

MR.

.Mr. Sperling.

UTZ: You may proceed when you are ready,
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L et e, S
1 MARION CAUSLY,
o =772 was called as a witness and, having boon already duly sworn, |
| 3| testified as follows:
e
4 DIRECT LXAMINATION
S| ba m{._ SPLRLLNG |
. _¥ 6| Q Would you please stato your name?
L
: - é 7| A Marion Causey.
; {sﬁ § 8! Q I}y whom are you employed and in what capacity?
o g 9| A I am employed by Pubgo Pqtroleum Corporation and my
1 f § 10 present position is Permcan Basis Ixploration Mahager
[;'i qu 11 in Midland, Texas.
.
' -g . 121 Q How long have you held that position?
r: g §§ 13| A Sincae the first of the year, §
r; gé 16! Q Have you ever, on any previous occasion, testified before ‘
! Eg 18 the New Mexico Oil Counservation Commission so that your '
32 .
r: §§ 16 qualifications are a mattér of record?
B o
jo §§ | A No, I have not.
I 'R
" ég 8| @ Woula you please give us a brief resume of your
_!: 23 9 education and professionalVétrai’n_ing..and experience
b ( 2; 20 relative to the position you hold?
_ T h éj 21 A I have a Bachelor of Science Degree in geology from the
' 3 -
‘ L: §§ 2 Univerxrsity of Southern Mississippi; I have a ‘M.S, Degree
I gg 23 in geology from the University of Tennesgee. I was
M' gg " employed by Phillips Petroleum Company as a petroleum
1 Ih, ) 28 geolcgist £rom 1957 to 1962,'primarily working in
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PAGE 6

exploration of the Permean Basin in the southeastern | X

New Mexico area. I was employed from 1962 until 1968

by Mobil Oil Corporation as an ekploration.geologiSt
primarily working in southeast New Mexico.

From 1968 until the present time, I havé been
employed by Pubco Petroleum Corporation. I4am a menber
of the American Association of Petroleum Geologists,
Now, Mr. Causey =--

MR. SPERLING: Arxe Mr. Causey's qualifications

accepted?

MR. UTZ: Yes, they are.
(By Mr. Sperling) Mr, Causey, would you please now
refer to what has been marked as Exhibit 1 in this Case,
Case 4743, and explain briefly the purpose of thét
Exhibit and what it is designed to show?

Exhibit 1 is a scale of one inch to two thousand feet,

3

which ig indicated on the map, and is outlined as the

proposed Humble City-Strawn Pool area comprising
Sections 6, 7, 18, in Township 17 South, Range 38 East;
and Sections 1, 2, 3, 10, 11,12, 13, 14, 15, in -
Township 17 South, Range 37 East.

We have aléo designated on thie map, the Lovinéton
East and L@“iﬁgﬁcﬁ“ﬁcrﬁheast pools, .

Also marked on the Exhibit is the discovery well

of the Humble City-Strawn Pool, the Harding Oil Company
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Exhibit 1l-A is a geological cross-section which
has been indicated on Exhibit 1 by two red lines,
designated B ;;Eg; and A to A'. Represented on this
Exhibit is the electric logs and the radiocactive logs
of the stratographic séct;On on datum .from the top and
middle of the PennsylVanian—Stréwn. The scale of this
map is a vertical scale of one inch to 100 feet and a -
horizontal scale of twelve inches equaling one mile --

HR. UTZ: Why don't you give»us the datum?
(Continuing) This is not a structural section, this
is my interpretation of thé Lovington East and the
Lovington Northeast Strawn area and the discovery well,

the Harding 0il Company’Numbef 1 Shipp. The'diSOOVeiy -
7

/

Strawn at an average depth of approximately’i;450'feet.ﬁ

well is producing from limestone of the Pennsylvanian<

A

I believe the Humble City-stfawn Pool is producing from

a stratographic trap which resulted from a bank or a

reef buildup within the Strawn.

Referring back to Exhibit 1-a, within the area
mapped, I believe there are three differeqt Pennsylvanian-
Strawn’banké or reefs producing.

I have designated these banks as Strawn Bank B',
Strawn Bank B and Strawn Bank C,

The red on the cross-section indicates the producing




SO LA TIN CNATOITHS . O Designated asinhe
Strawn B' and colored in green on both cross-sections,
I believe is the prevalent zone which‘produces in the
Humble City-Strawn field.

This crosg;section which started with the State
Shall Monty Number l-in Section 14, Township 16 South,
Range'36 East, was a dry hole which penetrated the

Strawn.

The Southwest Production Corporation Monty

State C in Section 24, Township 16 South, Range 36 East,

was c¢ompleted from the Strawn and has since bLeen
abandoned with an accumulated production of 4,114 baryels
which was produced from 7/14/67.

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 wells are
producing from the Strawn at the B! bank .

The»Tidewater Monty B Number 1l in Section 19,
Township 16 south, Range 37 East is still producing from
what>i have designéted the Strawn Bank C and has an
accumulati;e productionwof 325,156 barrels of oil and
was completed 3/26/53 and is still producing.

The Getty Oil Corporation Monty D Number 1 in
Séction 18, Township 16 South, Range 37 East, is a

dxy hole.
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The PgﬁnzoilrggithWSt te C Number 2 in Section 17,

Towﬁship 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 axe the wells I have uséd on the cross-section,
the A to A cgoSs-section.

On the B to B', starting with the first well, the
Amerada Petréleum State ;c Number 1, in Section 1, |
17 South, 36 East, was a dry hple.

The Skelly Oil Corporation Taylor Number 6 in
17 South, 37 Rast, was a dry hile in the Strawn.

The Tidewater Oil’State B Number 1 in Section 5,
17 Scﬁ;h, 37 East, was completed from the Styawn Bank
B' and had an accumulative total production of 60,297
barrels of oil. It has been abandoned,

The Tidewater Baton Number l‘ip Sé;fibn_§- 17 .
South, 37 East, was completed 3/3/52 and 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

19,647 barrels of oil. It was also completed in the
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" Strawn Bank B',

]
" The Tidewater 0il Company State Eugene Number 1 D

in Section 32, 16 South, 37 East, was completed from
what I believe to be both the Strawn B' and the Strawn
Bank C. It perforated both banks and has a total
accumulative production of 420,765 barrels of oil and
is still producing.

The last log on the cross-section B to B' is
the Shell 0il Company State Number 1 in Section 23.
16 South, 37 East. This well Qés a dry hole.

If I could refer you now to Exhibit 1 again, the

solid blue contour line on this Exhibit represents the

lower and middle Strawn as was designated on the cross-

section A to A' and B to B'. The isopach was contoured
at 250 foot intervals and the green isopach contours
represent the iSopach‘df what I have designated as the
Strawn Bank B'. It is also contoured at 250 foot
intervals. |

‘This isopach does not represent a net porosity and
does not indicate that all porxtions of the Strawn B'
along the trénd as mapped would be porous and permeable.‘
I do feel tha£ the limits of the green outline represent
this bank or reef trend across the area mapped.

Along the trend that we have mapped, we should

anticipate and expect separate carbca buildups of porous
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A

area under consideration.

I believe the Humble City-Strawn Pool is producing
from the same bank as the Lovington East field, but it
is sepprate‘carbon Luridup.

' The discovery well in the Humble City-Strawn Pool,
the Harding 0Oil Comp%ny,shn”>number 1, was some 287 feet
structurally lower than the edge well of the Lovington
East field, the Tidewater State U Number 1.located in

Section 4, Township 17 South, Range 37 East. I

__might also point out on Exhibit 1 that the values cn

the map underlined in green beside each control “point,
represent the thickness of the mapped Strawn Bank B®
interval. The blue beside each control‘poiﬁt repiesents
the'thickneSSZCE»thé/i§;pach'of the lower and middle
Strawn interval. |

Mr. Causey, I take it from what yOh’héﬁé”ééid; §ﬁé£"y6u
feel”tbefe is a separation betweén'the Lovington East .
field and the ﬁumble Cityﬁstrawn Po¢®l; is that your
conclusion? |

That is correct.

Even though tﬁe wells from both of the areas may be
producing from what you have designated as the Strawn

B' Bank?

That is coxrrect.,
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~ Now, does the faqt that the wells which are located

in the Lovington East Pool which you hév; referred to
and which youw have shown on your cross-section and which
are abandoned, support that conclusion in view of the
recent production encountered in the Humble City-Strawn
Pool?

Yes, I think that is éor;ect.

Now,’do I understand fromﬂthewqonfigurétion of the

contour line which runs across the Humble City-8trawn

' Pool, that you have concluded that that is the limit

of possible Strawn thductioanrém the area or is there
the possibility that these other members that you have
identified may indicate production to the»north?

I believe that we have the possibility of pioduction
from the north, Presently there are two producing wells

within thse Humble City~-Strawn Pool developing production

from other Strawn zones which I have designated as the

Strawn Bank B and the Strawn Bank C to the north.

I think this is substantiated by the production in
the Lovington Northeast and the Lovington East Pool
area where we pick up these two zones as they move to
the north edge of the Strawn B' Bank trend. So I feel
that we could establish productinn to the north of the
trend as outlined,

Do you have anything else to comment on insofar as
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e S R P
A I believe that's all that I have -- there is a specific

point I wouid like to bring out in summary. I believe
there are three different banks or reefs within the
Pennsylvanian-Strawn formation in the mapped area, The
Humble City-Strawn Pool and thé Lovington East Strawn
Poois are producing from separate S¥£atographic controlled
“traps within the Strawn B' zone. This is evidenced

by the Strawn structural position of the Humble City-
Strawn Pool relative to the Lovingtoh East Pool.

Only one well is sfill being produced by pumping
in the Lovington East Pool, as gompared to two in the
Humble Citf—Strawn Pool.

The proposed pool outlined, I believe, is a
reasonable outline which allowé.fbr.shiftihg of the
primary Strawn Bank trend plus the possible development
within additional Strawn zones.

In my opinion, 160 acre spacing will not lead to
unnecessary dry-holeé as compared to 80 acte spading
because of the flexibility within 160 acre spacing units
as prOposed}by Pubco.

The Lov1ngton East Pool was, for éll practical

purposes, drilled on 160 acre spacing thh a; mxnimum of

dry holes and considering the fields within southeast

New Mexico, specifically the Husk field, were developed
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L.‘on_160 _acra._avacina and. in.mv. _opninion..the character .

" attention to the Lovington East area and those three

of the rock encountered in the area indicates that one
well will adequately drain 160 acres.

In that connection, Mr, Causey, let me call your

wélls that you incluéed_in_yoﬁr'crbss-section, two of
which are within Section 5 and one being in Section 4.
Those wells actually gppear to be drilled on 160
acre spacing; is that correct? | f

That is correct, for all practical purposes, theéy were.

ind they have produced o abandonment?

That_ig coxrect,

Let me know refer you to Ekhibit 1-B, what is the purpose
of this'Exhibit?

Exhibit 1-B is a reduced copy of the logs’én the Harding
0il fCOmpany - Shipp = -Number 1, in Section 11, Township
17 South, Range 37 Eaét; and a porosity log of the Pubco
Shipp Number 2. This Exhibit shows the Strawn section
encountered in these two wellg, and our correlation

of the Strawn B' Bank relative to the ﬁop of the Strawn

middle and lower sections and the top of the Pennsylvaniant T

Atoka.
Does Exhibit 1-B correspond scale-wise with the logs

shown on Exhibit 1l-A?

Yes, it is approximately the same scale as the

-
I
.3
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cross-section, A to A' and B to B' for comparison

purposes.
Q Do you have anything else, Mr. Causey, at this tine?
A That's all. |
MR. SPERLING: That is all the testimony we have
from this witness right now.

* k k %k *

CROSS~-EXAMINATION

BY MR, HINKLE:

Q  Mr. Causey, I notice that you have labeled Exhibit 1-A
| as a stratographic cross-section, now, is it your
position that this entire area is stratographic and not
dependent on structure?
A I believe the Strawn is priﬁétily stiatographicélly

4

contioled.

”Q Now, you have labeled here three different Strawn

banks, the Strawn Bank B', the Strawn Bank B, and the
Strawn Bank C, are those stratographic traps withih the
stratographic Strawn area?

A I beliave that they are, although I have not mapped
ip detail in terms bf trends, bank trends, of the Strawn
B and Strxawn C banks. All evidence, however, indicates
that they are.

Q In your opinion, is there cbmmunication between these

banks?
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khab her moeria

In general, I would say no, however, I will qualify
v-zaying tﬁ;i“cﬁé”wéii‘ih"ﬁéé%igﬁ‘jé;mTo@ﬁéﬂié'is

South, Range 37 East, was drilled and completed from

the éfrawn E' and the Strawn C Bank. It is possible in

a case such 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? .

Yes,

Now, you can go from one bank to another and you could
have a dry hole offsetting another one; could you not?
That is correct.

Are you apt to have more dry holes in 160 acre spacing
than you would have in 89 acre spacing?

If we look at the analogy that we have in the Lovington
Eaét pool, I think we can say from that developrient that
that pool on 160 acre_spaéing was not more risky_than
it would have been on 80 acre spacing.

Is that your opinion of this area, the Humble City-Strawn

area?

Yes, it is.

Now, referfihg tdjExhibit Number 1, you have outlined
the proposed Humble City-Strawn Pool?

Yes.
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What control did you figure for the boundariac of.bhin-——

pobi?
Well, I thinkuit is obvious that only drilling is

going to determine the exact boundaries of the field.
These are just arbitrary boundaries that you have

drawn?

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
either 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 information that we have today, bﬁt we xealiza
that it can shift, ‘
Have you made any reservoir studies of the area a£ the
pregent time?
No, I have not,

MR. SPERLING: We have a witness that has.
(By Mr. Hinkle) DNow, if the Commission were to approve
160 acre spacing,“fhe Number 1 Well in Secﬁionﬁll which
is in the sSW/4 would”have the SW/4 dédicated'to that
well; is that right?

Yeg, that is correct,
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*

A

Q

‘AN Lhe bik/a woulu e deaicated to your well?

That is correct,

Now, you are drilling, as I understand it, a well which
is indicated in the NW/4; is that right?

That is correct.

What is the other location thére, the location of the
Harding well? |

This is Harding's second location (indicating).

This is going to result in a 40 acre location, you
might say, at the present time; is it not?

As it is spaced at the present time, on these four

wells, it would be (indicating).

What is the exact location of your well Number 2, which

is located in the SE/4 of Section 11?

The Pubco Number 2 Shipp is located 2,130 feet from the

sast line and 1,980 feet from the south line.

1,980 feet from the south line?

Correcﬁ.

Now, if you had located that ir the center of the NW 6f

the SE/4, it would be 660 feet from the east-west line

of that quarter; would it not?

Would you repeat that?

If your Number 2 well héd been 1o¢ated in the cgnter of

the NW of the SE/4 of Section 11, it would have been 660

feet from the east line of the Quarter Section, would it
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- 1 _
— . not have been? L e
et . A Yes, I believe that is correct.
c;;‘. - 3 . ’ ‘
o ' Q Now, since you located it where you did -- you located
»r 4 . ’
it 150 feet farther west to get closer to the Number 1
k 7 Well; did you not?
¢ 6 s _
- i A Well, in the absence of any established pool spacing
7 | ’
gg rules, we went on the 40 acre state-wide spacing.
e © 8 , . ,
y gé Q You got as close as you could to the discovery well;
‘i 9 . T e g ‘ 4
D= od is that right?
8 10 . o
¢ T A Yes, basically, that is right.
~ E 11
S S Q Isn't the same true of your well that you are drilling
@
?;ﬁ & 2 12 now in the NW/4 of Section ll, you got as close as you
o B oo : . .
: © 5 could there too; did you not?
W o :
i v
;.rz zx 41 a Yes, I believe we did. Yes, that is correct.
z3
kN .2 .
ifa §§ 15 Q Now, are you going to have a plat here?
s 55 16 - |
3¢ MR, SPERLING: Yes.
;lé T3 17l 9 (By Mr. Hinkle) At the time you located these two
: 33 .
? b EE 18 wells, 3id you have in mind wider spacing than 40 acres?
C ke y |
; §§ 91 a Yes, we did.
3 [ ] .
E .2 o :
© b §z W} g Why did you locate -- why didn't you step out and
B x o
: o 4J ‘ N
)t 22 2 locate it farther away if you thought one well would
s Qr : '
‘ sz 2 drair. 16¢ acxes?
. S » B ‘ -  .
. ;E 23! a Well, I think we took the course of action that most
. ,
o ¢ 24 people would take jin that, without established pool
- 25 rules, we moved it as close as we gould to_the
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1 discovery well until such time as spacing rules could
- - I be Aﬁestablisheé .-; S
o 3 o Now, if the Commission should approve 160 acre spacing
' ‘? in this area, and as I understand it, you are asking for
- S permission to drill in any 40 acre component of 160
— .5 6 acres; is that correct?
X E 7| a That is correct.
:m ?; 81 ¢ Would that not resulﬁ in the same situation that you
. 056 9 have here? You have four wells located together, as
| % 10 you go to the next area, aren't yéu apt to have your
m: E; 1 offset wells in the same way? |
e % 2 12 | A That is possible, but you would also, of course, have
' .g? ‘Eg 13 160 acres to drain.
¢ ”j "§'§ 14| Q It night depend somewhat on the ownership of the acreags;
r . ;% 15 - would it not?
* gg 16| A  Well, it would probably depend on numerous factoxs.
: Sw .
r: 3% 17| @ But you might have this reoccur?
v o
) ; gg 18| A This is possible.
t" é; 191 0 It is a possibility? -
Yo 12
: { $x 20| A  vYes.
L o : - ;
t ‘i%’ 20} Q So you have fO\?r wells together and that would mean
b 3; 22 you would step out considerably and it couid mean if
o F
i,: g%’ 23 you stepped out that far, that you might get a dry
‘ é * 24 hole because of the stratographic situdtibn?
L‘ 25| A Certainly anytime you drill a well you run the risk of
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1 getting a dry hole, but the flexibility within 160 ‘
’ : : SRR I
el T B g WUUIE GAVE oUW - 1 Wiiwa it would reduce
‘ 31 —your.dry hole risk when the field is developed and we
4 obtain more datum to determine the next location.
_"“ s MR. HINKLE: 0 you have a witness that will refer
” ;g 6| to core énalyses? o T
1 IE . ‘
B 7 MR. SPERLING: Yes.
c .
P é 8 MR. HINKLE: I think that's all,
b
- od 9] - MR. UTZ: BAny further questions?
b - , _
' .g% 10 (No response.)
e £ 11 EEEREE
3 = . 12 CROSS EXAMINATION
. =&
o 8 33 1| By mr. urzs
= gt —
- wo . ,
’ﬂ i¢ 14| Q Mr. Causey, I have one or two questions.
% IR
) z 3 . »: . -
i W 18] / This large -- or heavy Qotted green line, do you
g o _
! "3 16 consider that to be the trend of the Strawn zone
(< 4
Ju ‘ - :
M 3T g throughout the three pools?
1 sa , C
§E 18{ A That is correct, that is my interpretation of the
2 83 : '
i o
* gg 19 Strawn Bank B'.
ag _ ‘
4 5; 20| © Would you give me the control information?
o] 2 < !
(1]
, §: 21| & All right, starting in Section 11 of Township 17 -~
. Z .
: 60 ’
«a IS EK Why don't you just limit yourself to the area in
Sz P
ok
. fg 23 question -- well, go ahead and give me whatever you want.
ot Zo : i
\ ic v _ ' |
o 2| A In Section 11, Township 17 South, Range 37 East, we
P & .
b 25 have two control points. 1In Section 6 of 17 South, 38

“
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East, we have four control points. Those are the ~]

control points in the approximate SE/4 of the map area.
s Q Can you give me anything over in the area of 17 South,

4 36 East?

l ’ 5/ a Yes, we have one well in Section 36, excuse me, Section
: o . ' 6] . 1 of 17 South, 36 East. It is the extreme western well
‘é~ 7 on our B' cross-section.
!!

ick

8! ¢ What Section?

91 A Section 1. There are also three control points in

»

%
y, meier & me corm

10 Section 12 of Township 17 South, Range 36 East. The
11 control points are circled with larger circles and the
12 values underlined in green are the values of the thickness

13 of the B'.

- %
dearnle
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14 There is also a control point in Section 6 of 17
15 . South, 37 East.

16| Q pid you give me one for Section 332

pa
-3

A Saction 32 of 16 South, 37 East is not deep enough, it

has not been penetrated to the Strawn.

=

19| © So you are a little short in control in the areas of

20 Sections 33 and 32, all the way down to Section 6 of

-
[~ 2 1

21 17 South, 37 East?

2| 2 Would you repeat that‘area‘again?

23| © Well, beginning in Sections 32 and 33 of 16 South,

=

1213 FIRST. NATIONAL ‘BANK BLOG. EASTSALBUQUERGQUE, NEW MEXICO 67108
b
-}

s
-
-

24 37 East, the north boundaries of your control. I mean

_
A g R
31 =

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

o
-
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23

37 East. You are a little shors-in CGntrol at that

» O

point; aren't you?

A Yes.

Q Now, I believe they were called blue, I'm a little

color-blind, obviously, because they look mere green
to me. I think on your contour surrounding Section 11,
that your control on that isn't too yood. Is that your

contrxol on the wells in Seciion 11?

a That is correct, but I might point out that the

interpretation of the Bank.B' was projected at greater
than 50 feet and in this location,’we encountered the .
discovery wall at 64 feet and the Pubco Number 2 was

encountered at 35 feet.

Q Both these wells are only completed in your B' zone?
A That is corzrect.
The one that you designated as B'?
Righ#.
Q. Were the other zones tested?
A We did not have any pdre spaces at equivalent intervals

of the other two banks of the zone.
MR, UTZ: Does anyone have any further questions?

$ 2 * & %

CROSS~EXAMINATION

BY MR, HINKLE:

Q In your previous testimony, Mr. Causey, you indicated
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1 _that the w;iiénﬁﬁEEh wéEémafiIIEEMIH"EEEEIGﬁg*:“anam5w~—m~rmm,
2 could be considered as being on 160 acre spacing. Now,
8 isn't it true also that that is a perfect location for
4 80 acre spacing because each one is located at the west
51 end of 80 acres?

6 a That is correct, but also, the spacing between them

7 would have to be taken into considération.

81 0 1s it not trug then that théy could be either?

9! a That is correct, but for practical purposes‘and drainage

10 purposes, I believe 160 acres would be more applicable;'

1| Q You indicated in your last testimony that you usedrthe

12 wells in Section 11, the discovery well and the well

13 Pubco has drilled, for your control. Now , isn't it

14 true that you gave this samé geological map to the

18 Harding 0il Company, or the individual that ydﬁ éave

16 this information out to, and they d#illed a well on the

17 strength of this geology?

18 | ‘A That is correct, they drilled on this interpretatidn.

19! Q S0, actually, these wells wexe not uszd as control

20 points in preparing this<plat?

21 ‘A _In the original interpretation, that is correct.

22 MR. HINKLE: I might say that our Exhibits are

23| substantially the same as‘thisiand they were obtained from

24 | Pubco. |

25 MR. UTZ: It was mentiohed, on Cross-Examination,




PAGE 25 -
1 . .
- that the area was farmed out by Pubco, is the farm-out
T *2 —-———aon_an_80_acxe checkerboard?
. ;e 3 MR. SPERLING: That, as yet, is undetermined. There
4 seems to be scme ambiguity in the contract.
- . MR. HINKLE: We will have some testimony on that.
s .5 6 MR, UTZ: Any further questions?
o g T (No response.)
r“! (2] 8 .
b X MR. UTZ: The witness may be excused,
S
E o . _
g Y (Witness excused,)
": . o
b g}i 10 * k k k *
» E 11 SRS
! - CHARLES SANDERS,
bt b
5 2 . , | .
£ E 8 12| was called as a witness and, having a_lready been duly sworn, :
e %’ 92 13| testified as follows: :
x = ;
ioge ] - :
[: s: 14 DIRECT EXAMINATION
i b W u . = -
. z3Z &y
wu 15| BY MR. SPERLING: ¥
T g2
Cob € W
b 53 16| Q  Please state your name.
L g a3 . -
L ’fg 17| a Charles Sanders. _
o v B 0 Where do you live, Mr. Sanders?
b . | '
3 9] A Albuguerque.
: I3
¥ R 2 ] . . o ~
. L ez 20 0 By whom are you employed and in what capacity?
B = - .
i x ® | .
C 2x 2| a I am employed by Pubco Petroleum Coxporation as &
" i .
2z 22 petroleum engineer.
¢ a - : {
T 2 ¥ s : P
: E o 23 Q Have you, on any previous occagion, testified before the
i A 3 o .
:g : ’
- E' 24 Commission so that your qualifications as a petroleum
P o~ ! .
" 25 engineer, are a matter of record?
~ : )
. e
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‘No, I have not.

In that event; would you p1%§§éwkgigflydoﬁtlingpygurw“mmmmw~w

éd&gggion ;;d professional training and experience
qualifying you as a petroleum engineerx?

I graduatéd from‘Texas Technolcgy College in 1950 with
a B.S. in Petroleum Engineering. Sﬁbsequently I worked
for three years for the Texas Pacific Coal and 0il
Compény in the noréh-central Texés area and later as
assistant division manager for the same company. I
thep’worked for‘sixteen years in west Texas and northﬁest
New Mexiéo as a resefvoit engineer,

Are you a registered professional engineex?

In the State of Texas, yes.

How long have you been with Pubco?

For threé years.,

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

Yes, I am.

Would you please réfer to what has been identified as
Exhibit 2, please? Tell us what that Exhibit is.
Exhibit 2 is a land ownership map of the proposed
Hunmble City-Strawn Pool and tﬁe Qgriounding area. It
primarily shows the land ownership of the proposed pooi

and also shows a partial outline of the Lovington East

/ field.




ko

Y, meier & mc cormic

dearnle

209 SIMMS BLDG.¢ P, 0. BOX 1002¢IPHONK 243-800)1# ALBUQUERQUE. NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLDG. EASTOALBUQUERQUE, NEW MEXICO 87108

10
11
12
13
14
15
16

17

18

19

21

22

23

24 |

25

PAGE 27

And, of course, shows the two wells located within the | B

~proposed Humble City-Strawn Pool area that have been

completed?

Yes, sir, including the Number 3 Shipp +- the Pubco
Numbexr 3 Shiﬁp'which is now being drilled in the NE of
Section 11.

Now,rwould you refer, piéase, "o what has been marked

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 for the two wells now existing in the Humble City-
Strawn Pool,-the Harding Oil and Gas Company Shipp Number
l‘ané the Pubco Petroleum Corporation Shipp Number 2,
The location éf the Harding well is 2,660 feet from the
westlline and 2,310 feet from the south line in 17 South,
37 East, Section 1l. |

The Pﬁbco Petroleum Corporation Shipp Numbet 2 is
2,130 feat from the east line and 1,980 feet from the
south line of Sec¢tion 11.

The total depth of the Harding well is 11,643
feet and the total depth of the Pubco well is 11,685,

The next significant figure is the ccmpletion
dates and these are Macch 9th for the Harding Shipp Number
1 and June 10th, 1972 for the Pubcd Shipp Number 2.

The pexforated intervals for the two wells are
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of 32 feet and the Pubco well to 26 feet. The Harding

0il and Gas Company Shipp Number 1 had a potential

originally, of 286 barrels of oil per day with a gas-oil
The well's repotential on April 18, 1972, was

624 barrels of §il with a gas-0il ratio of 1,098 and

a flowing tube pressure of 55,

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

"of oil per day with a GOR of 1,662 and a flowiné tube

pressure of 700 pounds.,

*Thewoilngavity”iS”eSSEhiiall§“the“same”ih”bbiﬁm;Mf"
wells, approximately 45 degrees API, The net pay of
the Harding well was 34 feet and the net pay of the
Pubco was 30 feet.

The average porosity which we determined cn'the

Harding well was 5.1 perxcent and 6.30 percent for the

Pubco Number 2. The permeability was not determined

for the Harding well and in the Pubco Shipp Number 2,
it-averaged 20 millidarcys.

The water saturation was determined to be 25 percent
in botﬁﬁwells.

The\reservoir-pressure was 4,806 PSI in the Hatding

Well and 3,743 PSI in the Pubco well.,

Would you refer to Exhibit 4 now and explain what it showsp
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Exhibit Number 4 is a gammaray neutron log run on

the Pubco Shipp Number 2. On the left side of the iog

~we see the top of the Strawn and the middle lower zone

at 11,425 feet., The left-hand corner of the top shows
wil& Atdka At dijvua i€, (

The ihtervalvbetween is referred to as the Strawn
limestone.

The vertical column on the left side is the depth
column interval for the Pubco Shipp Number»z._ The
significant factor on this test was the rate of
production which flowed and there was no water recovered.

The shut-in bottom hole pressure was‘7,633 and the

firial. maximum pressure was 3,473 which was reached in

ten minutes and continued at 3,473 for the remaihder of

the 90 minute shut-in test.

At the boétom of Exhibit 4, we show the porosity
scale for the sidewall neutron porosity log on a
standard scale. We have used this scale in determining
tﬁe net amount of péy in the Pubco well,

In the upper interval, we haye a net pay of 11,430
feet down to 11,453 feet, or a to£a1 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 the:eﬁoré, was

30 feet and the average log porosity was determined to
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' be 6.30 percent or 189 porosity feet, |
T T T T 1 vould like to point out, at this time, that
- o 3 | we will refer to the analysis data later, but the core
| 4 analysis showed a net pay of 29,1 feet with an éverage

;ﬂ o 5 of 6.0 porosity. The log porosity at the same interval 1
o -Es _é calculated 5.92 percent, so we do have real close ' w
:i“ g; : agreement between the log‘po:osiéy énd the core j
i%, XY proosity. |
& 9 . | - s :
g gf Q Anything else on Exhibit 4 at this time? :
ﬁ. ¥ -2 101 A 1 believe that's all. |

{’i Eé o Now, referring you to what has been marked as Exhibit 4-A,
s -E :3 12 would you expl‘aivn what <that is?‘
i % -§§ gg B A Exhibit‘d-A is a gammaray neutrqn log run on the 1
; i | é% 14 ‘Harding Oil‘and Gas Company Shipp Numbef l Well. The ?
: 4 g; 15  left side of the gammaray is the top of .the Strawn :
;Li §§ 16 ’which is 11,430 feet and the top of the Atoka. Thé %
;t: %? 17 zone was perforated at 11,426 to 11,452, The rectangular ZE
; 4 g; 18 box represents the drill stem test from 11,420 to 11,475, g
?ti g; 19 The maximum shut-in bottom hole pressure on the test was ;
. ad
éL: é% 20 4,800 PSI which we assumed tp be the original sealed -i
- : y Eé 2] bottom hole pressure. ;é
\ % L’ :EE 22| Q And the pressure confirms your tabulation as shown on é
3~ ) 4
; gg 23 Exhibit 3 of the initial bottom hole pressure? }
X ) :
, g"! 24| A Yes, sir.
~ 25 In thé lower left-hand coxner, you will find the 3
K :

i
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porosity scale which was found to be correlative with

the core porosity and the poroSityithat was used in

detetmining the net feet of pay for this well. This
scale was not used because we felt it gave an
unrealistic porosity value, so the other scale was
used and it was determined that there was 28 feat of
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 avéraqé porosity of 5.1
percent, or 173.4 porosity feét. |

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 havevbéen

3.6 percent.
Will you refer-to Exhibit Number 5 now, and tell us
what it represents?
Exhibit 5 is the bottom hole pressure for tﬁe field
versus th; field's accumulated production. The vertical
scale on the left-hand side is the bottom hole pressure
and this represents the total production from the field
from both wells,

I should point out that there is very little
precdauction represented by this graph gttributable to éhé
Pubco well because it was complete@rat a point where

the arrow is shown on the graph.

A

s

K
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13

_ The middle of the graph? I

Yes.
The vérﬁical arrow pointing upward?
Yes, Point Number 1 in the upper left-hand corner
represents the original bottom hole pressure of 4,800 PSI
Qﬁich was taken from the drill stem test of the Harding
Number 2.

ﬁith the buildup of pressure in the Harding well,
the pressure reached 4,185 PSI in two hours, and 4,188
PSI in 12 hours, and continued at 4,188 PSI for ﬁhe_
remainder of the 48 hour test.’

Point Numbexr 3 was taken May 15, 1972 and showed
an accumulated production of 23,233 barrels of oil.

This represented all that had been produced from the

'Shipp Numbexr 1.

On the Pubco Shipp Number 2, the pressure obtained
was 3,473 PSI and the maximum pressure w&s cbkiained in
10 minutes on the chart and continued at 3,473 PSI for

the remainder of the test and that was the maximum

"pressurxe cobtained..

Point Number 4 was taken June 15, i972, at a point
of 38,475Vba:rels of éil which represented accumulated
production. This pressure point recorded a maximum
bottom hole pressure of 3,035 PSI and it was reached

in 12 minutes, The pressure of 3,035 continued for the
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Teimainder of the 12 hour shut-in period.

Point Number 4 included 2,662 barrels of oil
produced from the Pubco Shipp Number 2 during the
completion proceduré.

On fﬁéwgégiém of the Exhibit is a map of both-of
the we}ls. At the center of the circle is the Harding
Shipp Number 1 and at the edge of the'circle is the
Pubco Shipp Number 2. This shows the distance between
the two wells as being 1,120 feet,

In ny 0pipion,»it is logical to infer from the -
graph- that effective drainage did occur over this distance
ofnl,léo feet. From the circle the rédius we obtained
was an area of 90.4 acres which, in our opinion,
represented that the well will dra;n at least 90.4 acres,

So, in conclusion, I would like to make these
points, One, thaﬁ there wasAaysevere pressure loss of
1,767 pounds in the Pubco Shipp Number 2 which resulted
ptimarily:from the production from the Harding Shipp
Number 1. Number two, that communic&tionmapﬁarently
exists’fﬁ/the Strawn formation between these two wells.

Number three, that ﬁhe shape of the curve is the
shape of a normal pressure decline curve. Numﬁer four,
that‘we have here effective drainage in excess of

1,020 feet -~ or in excess of 90.4 acres.

I would 1ike to point out, at this time, that while
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flowing our well at a rate of 758 barrels of oil per

day with a tube pressure of 700 PSI. At the same fime,
the Harding Shipp'Numbér 1 had a pressure of 700 PSI.

The next morning, the Harding pumper came over to our

rig whare we were woxrking and asked us if we ﬁad any

idea what happened to the well. We asked him what
happened and he said it lost SOuQQunds cof pressure-

overnight., After we checked the pressure, we knew the

pressure had declined frdm 700 pounds to 650 pounds

overnight.

Of course, our reply to ﬁhis wasvthat we had
conpleted our weli and it was draining oil from the
same formation.
Anything else at this time, with reference to Exhibit-B?
I believe that's all. |
Now, if you will refer to what has been ma;ked as
Exhibit € and explain what that is.

Exhibit 6 is a xeport from Core Laboratories, Inc. on

the core analysis of the cores cut from the Pubco Shipp

Number 2., The first core is from 11,440 to 11,481 and
core number 2 is from 11,481 to 11,491, The report
gives an analysis on the interval from 11,440 to 11,491,

The second sheet of this Exhibit is a summary

of their findings. You will notice there that it is

e s i i g
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indicated that there is 21,9 feet of pay which was
21.9 feet occurred at an interval of 11,440 to 11,467.
The top ten feet of the pay zéne was not cored and the
average porosity over 21.9 feet was determined to bLe
6.0 percent. As I pointed out previously, the average
sidewall neutron porxosity over the cored pay interval
was 5.92 percent. o

The other significant factor I woﬁld like to point
out is the calculated maximum gaé drive recovéry of 30
barrels an acre-foot. When we received the rxeport. Qe
felt‘this was’iow and after doing some calculations,
on 80 acres, ve were definitely concerned enough to take

bottom hole pressures of the formation and have the

- samples analyzed at the laboratory and this will be our

next Exhibit.
You are referring to Exhibit Number 6-A?

Yes, sir.

If you will explain that, pi%gse.

Exhibit Number 6~A is a summéé?xof the reservoir
sample analyses performid by Cofe Laboratories, Inc.
The well was sampled and this bottom hole sample wag
obtained at a mid?écint in the pay zdne at z depth of
11,449 feet on June 19, 1972. At that point, the

bottom hole pressure was 3,033 PSI and the accumulated
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field production, 38,475 barrels of oil. This summary

Sprasanta-iba ocamssetnod Dolyeen 80 acre spacing and

160 acre spacing utilizing the data from the fluid samples

and also from the previous core analyses. Thé first
figure shows an average porosity of 6.3 pef&ent.’ This
was determined from the sidewall neutron porosity log
that I have previously mentioned. The next figure I
would like'to_point out is the 25.0 pérCeﬁt‘avéfaﬁé”’
interstitiél water saturation percentage. I will now
skip down to the 16.76 percent ultimate oil recovery,
pexrcentage of oil in place.

' These two figures, the 25 percent for the average
interstitial water saturation and the 16.76 percent”
for ultimate oil recovery were calculated ﬁsing the
pressure data and the curves from the Strawn limestone
reservoir. We felt these were applicable and by these
and using the fluid data obtéined from oﬁr'Shipp'Numbef
ijell and the bottom hole samples, these factérs were
determined.

mhe 0il formation volume was determined to be
1.642 and the original oil»in place for 160 éc;e spacing
was 1,071,568 barrels of oii.

For 80 acre spacing it was 535,783 barrels of oil,
The ultimate recovery for 160 acre spacing was

179,630 barrels and for 80 acre spacing it was 89,815
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barrels. The ultimate oil recovery on barrels per

acre~foot was determined to be 37,4 in each case.
The ultimate gas recovery was 953,577 MCF for
160 acre spacing and 476,788 MCF fox €0 acre spacing.
vThe tdtal primary producing life for 160 acre
spacing was 11.8 years and fof 80 acre spacing it was
5;9;years. The primary producing life was_takén from
the,economicylimits of barrels of oil per day from the
resexrvoir and a pressure of 500 PSI to arrive at that
figure. |
In'arriving at the figure, it was assumed that
productivity would decline in accordance with the effect
of increasing reservoir gas saturation or oil bermeability
1 have reviewed all of the Core Laboratory reports
and determined them to be accurate and correct.
Now, based upon this information, do you think -- you
just said that you determined them to be accurate and
correcgt?
Yes.,
‘Based upon this informafion,’do you think the volumetric
calculations are correct?
Yes.
As reflected on Exhibit 72
That's right. Exhibiﬁ 7 shows the computation of the

recoverable oil reserves from the Humble City-Strawn Pool
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already presented and established, The average porosity

used was 6.30 percent which was the porosity found on_the

Pubco well with an average net pay of 30 feet. The
water saturatlon wae <o peideEnc and tii@ fegoverable
factor 16.76 percent.

The formation volume factor of the original bottom
hole ére59ure was 1.642. The calculaéibns show the
original recoverable o0il in barrels per acre-foot and
according to the fo;mula it was determined to be 37.4
barrels of oil per’acre-foot which, of course, is the
saméffiédgéwﬁﬁat the Core Laboratoriesidetermined.
Based upon the computation which you have just gone
through relating fo récéverable oil, did vou then make
a study of the econbﬁics with reference to the proposed
spacing units, that is, with respect to 80 acre spacing
and 160 acre spacing?

Yes,HI did.b . |

And that study»is reflected on Exhibit 8?

That is corxrect. (

Would you‘explain that, please?

Exhibit 8 is a-tabulation ofjéhe economics for the

Humble City-Strawn Pool, comparing 80 acre spacing to

160 acre spacing. Under revenue for an average well,

an 80 acre well would produce 89,815 barrels of oil,

vy

.
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a figure which has already been established, at $3.56

e i ot~ Y e amnman Ve Ve AL CITAN s BT Tt e ey S U
NTEs s s . LT T IR, TR VIRD v g e wWEAL AL P LD
per MCF,

We included the gas economics in the computation

_wocause rhlillps is iGw iaying yas iines to the lease

and contracte have been signed and gas sales should
begin sometime within the next week.
So, this came up to a total revenue under 80

acre spacing of $438,938.

Under 160- acre spacing, the average well would

produce 179,630 barrels of oil per well at $3.56 per

barxel plus 953,577 KCF of gas fdr a total revenue of
$877;877. Subtracting the nyalty and taxes, we have
a total revenue under 80 acre spacihg per well of o
$325,472. Under 160 acre spacing, we have a totai of
$653,946.

?he next item is expenses, which is self-explanatory.
Total expenses on an 80 acre well would be $295,400‘and
for a 160 acre well, the total expenses would bef$330,800.

The next item jis the net profit resultiné from
sybtracting the total expenses from the total revenue
and the net profit for an 80‘a§re well would be $30,072
and for a 160 acre well it woﬁld‘be‘$320,146.

The profit to investment radio, is 0.12.6n 80 acre

spacing and 1.27 on 160 acre spacing.
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Down at the bottom of the Exhibit is a note that

—tha-rnalyTiT OGS HOT Gulisider any dry holes that may
be drilled. Estimated dry hole cost if $162,000.
On the basis of these calculations, a pfbducer on
160 acre spacing will support two dry holes while it
will take five times the net profit on 80 acre spacing
to support one dry hole.
I would‘like now to refer back to Exhibit i in
connection with our economics and I will state again for
the purpcse of cofrparison;  that the rate ofxrecQVery

for 80 acre spacing is calculated-at 89,815 barrels,

while the recovery for 160 acre spacing was calculated

~at 476,788 Larrels.

‘'If you would refer to Exhibit 1, the wells are
célored in green to the NW of the Pubco Well and the
Harding Well. In Sections 4, 5, and 6 of Township 17 -

South, Range 37 East, versus the wells in Section 5 in :

the NW corner, shows the total recovery from the B'

zone, the same 2zone that the-Harding and Pubco wells are
in, to be 60,297 barrels. This won't appéar on your
graéh because our draftsman forgot it.
The next well in Section 5, in the NE/4 of Section
5, shows a total of 58,751 barréls.of oil recovered. |
The next well in the NW/4 of Section 5 shows a total

recovery of 19,647 barrels of oil. These three wells
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recovery of 421,768 barrels, This ultimate recovery
was calculated from extrapolétion of production history.

However, it has to be pointed out that recovery from the

R ) t

.
™
is e o

well from both and the C zone;M;; we do not
feel that it is really comparative with the B zone
wells, fﬁfther up on the map.

In Section 31, close to the center, we have a well
thé;e in the NW/4, in the SE corner ofxthe NW/4, which
had produced a total of 17,040 barrels of oil before it
was abandoned. Then, about £wo-mi1es ﬁorth,'in Section
19, 37 East, 16 South, in the SW/4 of the Section, we
have a well which produced over 100,000,5&:2613 from
the B' zone. The weli’prodhced a totél of 132,597
barrels‘;f oil. T@is well is still ptoducing at a rate
of 7 barrels a Qay. | |

To the left of that, just across the Section line
in Section 24, 36 East, 16 South, this well produced a
total of 4;1l5 barrels of oil from the B' zone. North
of that, in Section 18;‘the SE/4 of Section118, we have
a well which is still producing 29 barrels éf,oil éef
day.‘

My point here is we have only one well producing

from the B' zone which has produced in excess of 100,000
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~barrels of oil, This would indicate that these would

be economic failures in as much as one well on 80 acre
spacing would produce, as we have calculated, 89;81S
barrels of oil. It is euasy to see how four good wells
would be required to support éne dry hole and these

other wells I have been talking about, nust be economic

failures,

In conclusion, I would like to make three points.

,gFirst, it is our opinion that one well will effectively,

efficiently, and economicaliy drain 160 aéréé. Two,
it is my opinion that 160 acre spacing will permit the
drilling of economic wells whereas we ha&ejpresented |
information’here establishin§ the fact that. 80 aéré

spacing will result in the drilling.of unnecessary and

uneconomic wells. Three, it is my opinion that 162 acre

spacing development of the Humble City-Strawn regervoir
will insure the operators that they can obtain pgofits
even though some dry holes will ;ﬁaoubtedly re;ult,
rega:dleés of the spacing which may be chosen.

Do you have an?thing further, Mr. Sanders?

No, sir, |

MR. SPERLING: I would like to offer ouxr Exhibits

1 through 8.

MR. UTZ: Exhibits 1 through 8 wiil be entered

into the record of this case.
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(Whereupon, Pubco's Extilbits 1 through 8

BY MR. HINKLE:

MR. SPERLING: I have nothing further,

X k % & %

CROSS-EXAMINATION

' Yes, 12 hours.

Naturally, any reservoir is limited.

Mr. Sénders, I refer you to yourAExhibit Number 5, I
don't believe that you testified how long your well
Number 2 was shut-in at point number 4. Do you know

how long it was shut-in?

Now, in connection with Exhibit 5, I believe ydu said
that this showed a severe pressure loss?

Yes, sir.

Ana that this indicated good drainage between the

»two wells?

That is correct.

Isn't it also indicative of a limited reservoir?

f mean a small reservcir, Doesn't it indicate that this
is a small resefvéir rather than a large reserVoir?*
Such could be an indication,_however, it also, as I

believe ocur testimony has indicated, shows that this

is an extremely permeable section in the vicinity of our
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well and your well and that such permeability gives real
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good pressure communication between the wells whereas

,MERMQ,:galwtiqht»reée:¥2i27”sfféifﬁfﬁ€§ you reach 90
to 95 percent bottom hole pressure within the first
100 feet from the well bore under producing conditions.
well, you had this ptessure:drop when you located your
Number 3 well, did you not?

No.

You didn't have it at all?

No, sir;

You knew it ‘was dropping when you drilled the Number 2
well?

Yes, weuhad access to Harding information.

But you didn't take that into consideration in

locating your well as close to the Number 1 well as you
diaz
No. I think, as Mr. Causey pointed out, the geology

of the situation required that in.a new area we locate. .

as close to production as possible wiEhin-the limits

6f the. statutes of the St&te.

Referring to your Exhibit Number 8§, your gconbmic study,

now, doesn't this study that you have made in comparing

80 acre spacing to 160 acreispacing,.take into consideratid

or assume that tﬁis is a large.resefvoir?

that'a’160

Well, the only assumption we made here is

acre well would have the full 160 acres to develop

pI)
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! porosities of the qualities we have shown. -
T T T MR. HINKLE: I think that's all I have.
i 3 MR, UTZ: Any further questions?
4 B (No’ response.)
= B . s " MR. UTZ: The witness may be excused.
- -5 6 (Witness excused,)
i E 7 MR. UTZ: Does that conclude your Case, Mr. Speiiing?
e S 8 k
E Y _ MR. SPERLING: Yes.
oEo 9 ‘MR. UTZ: You're on, Mr. Hinkle.
Z ; ' % 10 * k*‘ k% Kk
r: i i RICHARD F. SPENCER,
% - 12 | was called as a witness-«“and,» having been already duly sworn,
r: -§ 5% 13 | testified as follows: (
€ rq x4 : DIRECT EXAMINATION

z3 -
f’ i " 18| BY MR, HINKLE:
s s gg 16| Q Will you state your name, residen_ce, and occupation?
z 2w
}:: %g 17l A \‘My name is Richard Spencer, I live in Midland, Texas, »
S P

- " ;3 i ' 18|  and my occupation is an independent consulting geologist.
9 by ég 19| Q ~H::we you previously testified before the New Mexico
: g‘:‘; 20 0il Consexvation Commission?
f‘ :E;, 21| A No; I have not.
%i”‘i_ 32 2| 0 Would you state, briefly, your educational background
: o~ _ :
i: ;'E 23 and experience as a geologist?
” 25 241 A I am a graduate.geologist of Texas Tech. ,Iﬂhave 14 years
"’ 25 experience, including working with Pan American Petroleum.
Tp '
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46
I am a certified petroleunm geologist. . .
o] What companies have you been with priox to becoming
an independent consulting geologist?
A Well, I stateé Pan American, Forester, and I have been

self-employed for a year and a half.

-G Are you familiay with this area under consideration?
JA Yes.
Q And the pools in the vicinity?
A Yes.,
Q The NE and East Lovington pools?
A I am very familiar with them.
Q And have you made ngdies of the wél}“informaﬁipn
available in connection with this?
A Yes, my paffﬁér and I worked the area in some detail
‘sometime after the Pubco Shipp Number 1 bottomed at
9,162 feet. After that well was bottomed, my partner
and I went to the Pubco Corporation, 0il Corporation, to
seek a farm-out because we felﬁ this area was quite
representative of the Strawn and oéher zones,
MR. HINKLE: Are the witness' qualifjcations
acceptable? | B
MR. UTZ: Yes, they are.
Q (By Mr. Hinkle) Have you prepared, or has there been

prepared under your direction, certain Exhibits in this

Case?

S

e
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That is correct.

Al GGy davs LCGi aLKedr T
Yes.

Referring you to Exhibit 1, what does that show?

Exhibit l, as you can see before you Mr. Examiner, is
jusﬁ a regional map. This map shoﬁé the outlined fields
with the Pefmean Basin area stratographically located.
Referring you to Exhibit 2, will you explaih-What that
is?

Exhibit 2 is an isopach map of the B! Strawn facies. This
is the same zone Mr. Causey referred to earlierxr, I am

referring to tﬂé é£oss-section'on the wall.
What Exhibit is that? R
That is Exhibit 3. We concur completely as t6 the
stratographic breakdown of the Strawn formation and
this map, Exhibit 2, represents the facies of the B'
Strawn Qithin the local area. I mightbjust point out
that the wells werhave designated on the map, the
green desighations, represent those wells-that have
penetrated and have produced from the B' Strawn. The
blﬁe designations are wells that have penetrated and
produced from the B Strawn bank facies. The orange
;epré;ents wells produced from the C bank facies:

The map is contoured on 25 foot contour intervals,

And the map alsc shows the location of the leases in
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1 in’ .and» around the Harding Shipp discovery well in
al _2_ _Section 11. e
¢ 3 Also on this map, is shown an 80 acre checkerboard
4 on all the acreage P\;bco has a leasehold interest within
4 5 _ tie immediate area.
_5 6 T will point out initially that in the SW/d of
E 7 Section ll,Awhere the discovery well is locéted, the
§ 8 Harding Shipp Number 1 well, this well was penetrated
s 9 from 9,162 feet which was the total depth Pubco reached
% 10 in this wéll. | This well was deepened from that po‘i"n.t
i 11 down to a depth of 11,861 feet into the Atoka.
% 2 12 . Under our contract arrangewent, farm-out arrangement,
-§» gg 13 we were ﬁo deepen this test to a depth where we would
g% 14 be 100 feet belbw the depth drilled and the acreage was
o w
;g 15 to be designated to the unit, whatever that unit woi:\ld
§§, 16 happen to be, if it was 80 acres, it would be 80 acres.
'—':g; 17 On completion of the initial well, we would have’
%E 18 the option to drill a second test and all continuoﬂs
g; 19 development would be on a 120 day continuous development.
E‘é 20 | Now, we are here today to set up == to talk about
°Z L
§§ 21 special pool -z:u‘les for the Humble City-Sti‘awﬁ_Pool
§§ 2 including provisions for 80 acre units and assignments
%% 23 of all discdvery allowables for the Shipp Well Numbgr
P
‘ §§ 24 1 located in unit K of Segtion 11, Township 17 South,
“" - 25 ‘ Range 37 East, Lga County, New Mexico.

[
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This pool arrangement on 80 acre spacing would

3 [ P ;‘> - . 3SRy G WU——

LOVIGGIGH Sasy fiells

be similay #e +the Lovingion D an 5
They are on 80 acre spacing; are they not?
This is correct. In our initial discussions with

Pubco, this was taken into consideration and it was

‘felt that these would be the probable field rules for

the Humble City-Strawn pool.

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

acre spacing, whatever spacing unit was determined by

the 0il Conservation Commission?

This is coxrect.

But’%he checkerboard which you show on Exhibit 2 indicates
the checkerboard prevailiﬁq undex tﬁe farm-out agreement,
if the checkerboard showed éo acre spacing and the Oil
Conservation-cémmission approved 80 acre spacing; is that
right?

That is correct.

Now; i’believ; you said that you agreed with the cross-L
section which Pubco has presented, it is the same aé you
are presenting here?

Yes.

Do you, by these different zones, ipdicate this is a
separate stratographic trap withinhfhé‘étEAWﬁ:fé;ﬁé£iOn
or that there is communication between these two zones?‘

In focusing our attention now on Exhibit 3 and Exhibit 4,
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1 they are exactly the same wells as Mr. Causey showed -
vvvvvvvvvvv - -~ S 2 _._..on his cross-section with exactlv. the same dasimnstiana =l
- : 3 I do definitely agree with Mr. Causey in that this is
4 a Strawn formation here. There are probably. =-- more
N o 5 likely there is vertical separation between each of the
é% 6 sﬁratdgraphiérﬁhiﬁs,rfhe B';'B, and C, élthoﬁéhrthese’
gg 7 " units occur within two to three hundred feet intervals,
:”‘ 8 8 - and were; more f.han likely, depositea u'nder simi.lar‘
é{* g; 9 énvironment._ What we are saying here -- reaching bacgk
;}‘ -%% 10 - here to Exhibit Number 2, you can see that these zones
+~ E 11 rati a ver ic n |
i, <= are very erratic, of a very erratic nature, both
gﬁ, é% 8 12 horizontally and vertically and you can see by the
b g ég By blue designation on the map over here, that the B bank
;[z §§ | facies is coming bdck to the south andwesﬁ. “This facies
b z 3z ’
?Fi gé 15 disappears -- doesn't disappear, but the rock
%iw ﬁé 16 characteristics change and you can see a number of dry
%gik %g 17 holes that have been affected in Sections l§, 17, and
o lv " E; Rt 20 in 16 South, 37 East, and the wells down here in
%‘4 é; 19 Section 19 and Section 24.
CL Qg :
%::‘ é% 20 What I am saying here, is that each one of these
T j,ﬂ §g 21 units, each one of these stratographic units, right in
i o0 : .
f;g ES 22 here, affect the individual stratographic trap with no
: o r :
g{i gg, 23 particular emphasis being placed on the present day
5 3 - '
%ts gg 24 structure,
gié 25| ‘ The 160 acxe spacing brought out by Pubco more than

.

P
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1 likely would have caused some of these zones not to be
S T Glalied. Tas yOu van see from tne dry holes in Sections |
3 19 and 20, the three producing zones within the total
4 Strawn unit are independen-t.: of one another. 1In essenée,
: 3 S what I am saying, is that the Strawn being deposited from
% 6 the same énvifonméﬁtél depos:.t:.on, ” d'c;eé'”fxrave, witrl.lrin 1t, N
E 7 individual stratographic traps that are very erratic
| § 8 and very difficvlt to find and this is why Pubco ceme
5 9 so close to the initial discovery well. You can piCk
% w up new zones, productive, stratographic zones, that
i 11 come and go over a very short period of time,
,"g 2 12 For instance, in the cross-section, A and A',
1”"-;-‘ g? i3 between these two wells, the well right here (indicating)
x ©
gg 14 " produces from B' facies and this well (indicating) J
;é 15 produces from the C fécies. These two wells are only :
3°
§§ 16 2,550 feet apart and it is very possible with 160 acre
gg 17 '" spacing, that one of’.those zonés may hai)e been mj.ssed,
%E 18 " especially f:he C zone. :
~ < -
%; 19] Q You could have a situation where, if you had 160 acre ’
ég 20 spéci:..ng, you might have one pfoducing well and a good “
° 2 : ,
§§ 21 part of the 160 acres might be barren or have hc’)
§§ 22' bproduction at all?
%é 21| A Absolutely. You géan seé this in Section 20, 16 South,
o _
25 24 37 East. Section 20's producing well is located down
"“ 25 in the SW/v4 of Section 20 and that partiéular well is
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1

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

19, and the one ih'SeCtion 26;””Tﬁé£”§ai£icular well

has produced over 900,000 barrels of oil on 160

acre spacing and 1t is possible that that 900,000 barrels
of 0il might have been missed. -

Noﬁ, granted, this is not in the same zone and it
may be within 25 or 30 feet from the producing interval
oﬁ theyﬂarding Shipp Well, but it is in the same suite
of rock deposits and under the same depositional
environment which we hope to find productive in the.
general area of the discovery well. |
I believe you mentioned previously, that your partnership
ie Spencer. and Hudson and you mentioned the fact that
you secureq’the farm-out from Pubco, what is your
relationship to the Harding 0il Company?

Ouyx relatibhéﬁip has been that we are geologists,vahd
we gengrate drilling prospects for companies such as
Harding; We have a good working relatiénship with
Harding. We,dfféfsconsultétion adviée which we have'
done from time to time over the last year, and this is
basically our relationship, primarily that of a
consultant.

You have made a deal with Harding 0il Company to

duvelop this area on the acreage you will obtain as a

producing from the B facies .and it 3¢ surrounded by Ty

e & -
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From our farm-out agreement which was consummatea‘én
November 5, 1971, with the Pubco Corporation. We later
got approval from the Pubco people to reassign our
rights to the iiaruang oiLVCOmpany and Harding assuiic
our obligations and reentered this well and fulfilled
our obligations that we had under the céntract.

So they are going ahead and performing in accordance
with the cohtract?

This is correct.

Do you have anything else that you would like to
discuss? B -

I would just like to point out, from a geological
étandpointthere, that ycu can see, as I pointed out
befére, in the SE/4 of Section ll,sPubco‘stho wélls,

are as close as they legally can be. Also, the§ are
drilling the Number 3 well up in the Nw/4 and’ohr Ngmbgf
2 well is in the NW/4.

Tﬁis means there are four wells clust;red together
and any well that would be drilled beyond these four
wells.would be a considerable step out with 160 acre
spacing. Backing up to the well in Section 19, how
hazardous that woula be as to picking up these individual
zones that might be éarrying substantial amounts of oil.

We might not find these zones as a result of this wide

e o
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step out and I believe that is primarily what I would

like to say here.

say how large this field will be.

There is no real basis on which to

From a geological

standpoint there is no immediate control over this

immediate area, the only point of control we have is

in Section 8 and these wells back here (indicating) in

the Lovington East pool.

In Section 1ll, we had one point of control with the

Pubco Number 2 well and because of the geological and

engineering datum
no way of telling

The datum e

_the nature of the

rtainly points out the risk factor by

that was withheld from us, there was

just how large the pool might be.

-l

deposition of the two cross~-sectiocns.

These show this is a risky area and there are zones

that likely could

T sl
e

PRPUONE W S
IS gedahgias

correct, it woild

be missed by wide spacing in the area.

be a limited field as far as the area

extending to the north and south; would it not?

This is true. Referring back to Pubco's map, you will

recall that the area went beyond the zexo isopach line

and their configuration was not exactly the same as ours.

However, there was no way of telling how large the

field might be. However, it is our hqpe that with proper

development, we will be able to pick up these other

zones, these othex thin zones that could be very
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! elusive and h‘ard to find and that oil may be missed on
L 2] e e am o B i e o
ERTUSVRST O OSRSSIRT STILLGGme G,
( 3 ‘ MR, HINKLE: That's all I have on Direct.
| 4 MR. UTZ: Any questions?
« 5 * Kk & X
'?5 | 6 CROSS-EXAMINATION
E 7| BY MR. SPERLING:
8 81 9 Mr. Spencer, would you indicate which of the three
5 9 areas that you have referred to, B, B' and C, appear
% 10 to have the greatest areal extent insofar as your
i -1 studies have shown?
"fj:‘ 2 121 A The greatest areal eXtent as far as continuity is-
-§ §§ 12 - cengorndd iz BY, by viilue of the welils colored in green,
; x ®©
§§ 14 but ‘as far as reserves of one well, the ohe located down
;% 15 here tindicat_:_‘mg) surrounded by dry holes is out of the
g .
.,5:,,5', 16 C zone. It has produced in - excess of 560,000 barrels.
%% 17 From a reserve standpoint, the blue would be the“k
%é "13 }»c_’;"r‘eétebst a;r;d f:his well could have easily’“been missed on
o<
é; 19 a 160 acre basis.
éé 201 Q Did you consider development of the East Lovington Pool
¢ % ’ _
§§ 21 on 160 aére spacing risky?
§§ 2|3 I suspect that 80- acre spacing would have developed and
g% - 23 drained what they would have on 160 acres. -‘
nb o
ig 24| Q Do you know what did develop and drain?
- L Well, this will come in further testimony.
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Q

Have you made calculations which would indicate to you

B

~-arca exXcent which would be necessary to produce
900,000 barreis?
No, but that will come, I believe, in later testimony.

Do you have an opinion as to the areal extent around

‘the Getty-Monty Number 1?

The only fhing I could show you here would be the
development pattern around these wells appear in
Sections 17, 16, 20 and 23. These are producing wells
with cne dry hole.

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

in order to justify that volumetric production?

T+ weuld depend on the vertical extent.

Have any studies that you have seen or datum that you
havé seen, indicated the verticai extent of any of these
zones?

You can certainly see from this (indica£ing) that -this.
'areé/coﬁidreésiiy KaQe been missed.

Do you feel the drilling area is in excess of 160 acres
hete‘(indicating)?

I couldn't say.

‘At least 160 acres?

At least 80 and maybe 160 at most.
Now, you have referred to the farm-out agreement between

Pubco and your partnership, isn't it true that the
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agreement contemplated not only 80 acre spacina, but .. i

also 160 acre spacing and as high as 320 acres?
This‘is correct.,
So we are not talking about contract provisions, limiting

L@ acreage tu ou uCies:

' That's correct. We initially talked with Orin Crane

and he wds 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 a contract

that would not include 160 and 320 acre spacing.

You wefe really taiking about 160 acres; were yog'not?
No, we waren't. . We could not have been_talking éi-bbut,,,w
166 acres. Based on what you see up here (indicating)
we didn't rule it out up here (indicating).

You spoke about the difficulties in findiﬂg these other

possible producing zones within the Strawn and the

possibility of missing them on a 160 acre basis; isn't

" that true? From a volumetric stundpoint, isn't it true

that you might have geaiqgical success so far as locating .

one of these was concerned and, at the same time, have
econténic disaster?

This is very true, but I think in ans&efing that

. question, if you look at the Pubco development, you will

see the proximity to this well here definitely pointe

out they considered the econonic potential of the area,
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———bhut_cartainly considered the risks involved here, and

also, the other advantages in the way of additional
zones, that I tend>to believe extend out of this area.
Q Do you‘think 160 acre spacing eliminates the development

of these other zoues:

A I think it would be hazardous with 160 acre spacing. We
feel that the dry hole here (inéicating) would have
prohibited us and Pubco from'develqping other iocations
such as these (indicating). In Section 16, you will see
the dry hole in the SW/4, and then again in Section 19
you will see a dry hole in the SW/4, then again in
Saction 30 in the NE/4, and then agaip in Seq;idn‘ZQ in
the NW/4.

Any one of these dry holes might have prohibited
additional drilling in the area and I tend to think that 
if additional) dry holes had been drilled, some of these
additional wells ﬁight never have been devéioped and

that would have sloved the Strawn development in the
areé.

Q Do you have an opinfSn as to whether or not one Wéll

'in this drea as it is presently completed Qithin the
Humble City Pool wouldﬂdrain in excess of 80 acres?

A Noq I really don't. I believe our engineer will testify

to that.

" MR. SPERLING: That's all I have.
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MR. UTZ: Any other questions?

--MR, HATCH: _There hasfbeen,”I;leigyg,Qreﬁe;engghww“»

studying compression records to see what the correct spacing

is in the East Lovington Pool?
MR. HINKLE: I would certainly recommend that.
MR. UTZ: We will take -administrative notice.
(Witness excused.)

* & & * %

'ROY C. WILLIAMSON,

wwas called as a witness and, having been already duly sworn,

testified as-follows:

DIRECT EXAMINATION

BY MR. HINKLE:

Q Would you state your name'and’residence?

A I am Roy C. Williamson, Jr.,‘president”ﬁﬁ"ﬁailéyf”"
Sipes & Williamson, of Midland, Texas.

o] Have you been employéd by the Harxding Oil Company as

a consultant in this case?

A Yes, I have,

Q Have you previocusly testified before the 0il Conservation
Commission?
A I have.
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Q And have your qualifications as a petroleum englneer'

B 5EHTGCGCEDLEG A8 A matter of record?

A Yes, my qualifications are a matter of record with the
Commission.
Q Have you, since your employment, made an 1ndependent

Vstudy of the Humble Clty—Strawn Pool?

A Yes, sir.

MR. HINKLE: Are the witness' qualifications
accéptable?

MR, UTZ: Yes, they are.
Q (By Mr, Hinkle) Have you prepared or has there been

prepared under your direction, certain Exhibits for

duction in this case?
A Yes, sir, there have been.
Q Referring you to Exhibit Number 5; would you explain_Wﬁat

this shows?

A Exhibit 5 shows the logs from the four wells that wege

pointéd out in Exhibit Number 2, These are located in
Sections 16, 17, 20, and 21 of Township 16 South, Range
37 East. Mr. Spencer has referrédtto:the fact that the
wells in Sections 16, 17, and 20 are producing‘from the
Strawn section, and the well in Section 21 1s adry
hole,

I would like to direct your attention'to Exhioit

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

here that thé'State C Number 2, which is in Section 17,
has a perforated interval. Thesé are all neutron
porosity logs. The well in Section 16 is perforated.

The well in section 20 has a longer perforated

“intérval and pay zone.

In Section 21, which was the dry hole; we see
that the pay has failed to develop and this, again, just
points out the fact that,wé do have very rapid change
in porosity and pexmeability development over very’
short distances in this field.

The three wells that are producing are all producing
iﬁ excess of 260;000'barréls of oil as ofrﬁﬁe firet
65'1972. I might point out théf the well in Section 24,
is rather spotty with an accumulative production of
4,115 barrels of oil. The well in Section i9, the
Clinton-Monty State Numbexr 1 shows 113;000 battels,wh§¢h_v
agaih"shows ﬁhe'fapid'changé in the producing |
characteristics over very short distances, In Section
20, we have the:Getty well, which has been referred
to before and whiéh has produced over 900,000 barrels
of oil,

Right to the west of it, we have a dry hole and
to the sW ofjit another dry hole. The nearest producer

in Section 19, is rather Spotty'and has produced about
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Calllng your attention down to the Lovington Fast

) fleld, in Section 4 of Township 17, South, Range 37

East, we have the Getty State U Nuwmber 1 that has
L-uuubcu apoul 13,000 Larreis or oil before belnq
temporarlly abandoned and plugged back to the Paddock
In Section 32, we have the Getty’State P Numbex 1

which has produced 419,000 barrels of accumulated

~ production as of the first of the year.,

- S0 we can see that we could have very marked
changes in our poroeity and permeability development and
these wells also exhibited produciné characteristics
that were‘very-close, one to the other.

Referring you to Exhibit Number 6, would you explain
what that is?
Exhibit Number 6 is a copy of the acoustic log on the

Shipp Number 1 well. I have depicted sections here that

'lnclude what has been determlned to be pay sections at

short, perforated intervals.

I have shown here, and it's a little hard to see,
but I have assumed the minimum porosity below which
productlon will not occur as being 4 percent.

In other words, we have a 4 percent porosity cut-off
line and the average porosity 1ine as exhibited by the

sonic l6g, is approximately 4.8 percent. We understood
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that Pubco had cored their Number 2 Shipp, but the
information wac naot aunilahla &n ne an T ommadsa tomvme T T
sone calculations‘utilizing porosities that were a little

more representative because I felt this one here was

they were the best logs available, and they were

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

porosity of approximately 8 percent which was used in
‘my calculations., I see now, from the datum that this’ -
was probably high by some 25 parcenﬁ:

I refar you know to Exhibit Numbex 7, will you explain

Exhibit 7 is a comparison of the reserves calculated
by the volumetric method. The fluid samples on this
well indidate a bubble point of 2893,000 pounds and

an accumulative production of 10,090,

measured and was found to6 be 4,188 pounds and from

eliciting data‘from the fluid analyées, we were able to

detefmine the formation volume factor that was initially 
"representative of the o0il formation and was representative

of a pressure of 4,188 pounds.

I utilized the sidewall neutron logs, mainly because

In analyzing these logs, I arrived at an average

On Exhibit 7, bottom hole pressure was again
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Utilizing the simplified version above the bubble

pointVI waéAéﬁiéwto ééicﬁiate from available data, the
amount of stock tank oil originally in place in the
reservoir. The figure was calculated to be 741,609
barrels of oil., Without having better datum, I just
assumed for estimation purposes, that the recoveryv
would be approximately 20 percent and Pubco has shown
it to be'15.67 percent, I believe.

I might point out two things 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‘mat:ix porosity due to the fact that the pressure
buildup has been sourapid. R |

It is my feeling tha£ the rapid pressure buildup
is'probably occurring from the bugular porosity of the
reservoir and the pressure measurad here probably is
pressure contribution from the bugular porosity of the
reservoir, as opposed to the matrix porosity,

So, if we had a longer shut-in pressure, we
might show that the pressure drop was not quite as
savere as we have observed here.

Also, the fact that we have biigular porosity, I
think our recovery factor could possibly be somewhat
higher than the standard 20 pexcent. I think the datum

indicates that we havée a very limited reservoir and
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indicates that this field is right in line with what

we have seen in che Lovington East and Lovington North-
east fields wherxe those reservoirs have indicated that
they - are somewhat limited in size.
Referring back to Exhibit Number 1, I think reference

has been made to the three wells in'Sectipns 6, 5 and
4 of 17 South, 37 East. These wells are esSentially
drilled on 160 acre spacing 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 immaterial
whgther they are on 40, 80 or 16C acre spacing.

They are not draining a very large area and just

because you have water spacing, it doesn't mean you can

generate more 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
1l-indicated 4.8 porosity and the average porosity from
Péﬁnsylvanian 0il wells, was about 8 percent. I félt
8 percent was near right, but was probably high; but
on the oﬁher hand, 4.8 was low. Anyway,ithgt was the

number I utilized on my calculations.

‘Again, I estimated the recovery of stock tank oil
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“fsrmalica volume Iawili, 1 Wadd & volumetric calculation

to be placed at 20 percent. Utilizing the original

N S —

of oil in place per acre foot and found it to be 52
barxels of oil per acre foot.

My calculactions of the net pay from the sonic

" log ©f the Shipp Number 1 well was substantiated not only

by the log, but from the time log which indicated that
we do have rock‘that is more easily driliable hefe for,
I would suppose, greater porosity.

I determined from this 46 feet of net pay and I
then calculated the recoverable barrels.of oil on an
80 acre basis and on a 40 acre basis. On a 40 acre °
asiz, as 55,000 barreis and on 80 acres,
191,000 barrels.

Now, if we assume that the average porosity in the
area of the Shipp Number 1 wall isiapﬁrbximately 25
percent too high, and that would be indicated by the
Pubco data, that would redUcevthe 80 acre drainage by
25 percent and put it at 150,000 bérrels which agrees
with the 148,000 barrels figure.

So this data indicates that we are dealing with
a reservoir that might not be bigger than 80:acres
to start with. 'I hope, for the sake of the operators,

that it proves to be larger, but the data on hand to

date does not indicate that it should be larger.
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We could take the 80 acre total and multiply

e stk ettt

57 TLET ANl SLiUW We wouid get 4uu,000 barrels by draining

160 acres, but I think the data that has been calculated
indicates that we db not have é resexvoir -that big.

I would say tnat it uoesn‘t really matter and
that it is immaterial if you don't have a feservoir

larggr than 80 acres, you couldn't expect to dgain an

~ area larger than 80 acres.

Is that all you have in connection with Exhibit 772

I believe SO.

Reférring you to Exhibit Number 8, would.you expléin
that?

Exhibitl 8 is a study Of the economic déVelépment. In
arriving at item number 1, we utilized $3.44 per barrel
of o0il and $0.22 per MCF of gas. I utilized an average
of 1,060 cubic feet per barrel of oil, which is probably
a little low.

I estimated taxes and operating costs and ran this
out maﬁhematically and showed that to pay out for the
drilling and preliminary tests, the taxes and operating
costs; it would fequire approximately 90,000 barrels
of cil.

If wa reduced our average porosity to 6 percent

instead of the 8 percent, it would show that on 40 acre

spacing it would be uneconomical.
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On 80 acre spacing, I think we probably have a

VU Y. DIRR————

2as0RallE FICEEECL WE Ceillainly would get our money
back, plus some more and changes are that we might
develop more reserves by means of two things. One, the
recovery might pe gre&ter than 20 percent and this
would be a major thing that I think we might see. And,
also, the preSsufe that we have measured might be ;
little higher than we think, at least this is my
opinion. Of course, if the pressure is higher, we should
show more oil in place.

Now, I might mention that the pressure taken in
the Shipp Number 1 was after production of some 10,900
of vil. At that time, calculations should have
been made as to what the volumetric oil in place should
have lkeen.
Do you have any comments with respect to any of the
Exhibits introduced by Pubco?
I might make a comment on Exhibit Number 5, their
Exhibit Number 5. Again, I believe the location of
their well Number 3 would probably be just aboﬁt on
this line (indicating), I'm not sure of that though.

This would indicate it would be sharing the
drainage érea that the Harding Number 1 is sharing and
which would indicate that we now have essentially thfee

_____ e which might bé sharing recoverable reserves of
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xb

©O

150,000 barrels of oil.

D T S

your studies in this area?
It is my conclusion that 80 acre proration units would

be preferable in developing the field because of the

< QrEEfi¢ iature of the porosity and permeability. This

erxatic nature would cause risks in getting dry holes
and these risks would escalate very rapidly'dn 160 acre
space outs,

The rapid changes would not only affect drainage,
but actual pay devélopment. We héVe said that these
wells, in this area, do change very rapidly and we have
sgen wiere a well will récover a 1ot of oil right nowt
to a dry hole,

The communication between the Harding well and
the Pubco well is obviously very good and I think that
the risk that is inherent in this reservoir was exhibited
by Pubco in its desire to drill their well'aéfcldsevto
the discovery well as they could get.

With the risks involved in this reservoir, I
probably would have done just what they did, get as close
to the producer as I could because I don't want to drill
a dry hole. I would rather share the resexvoir with
someone than get a dry hole.

conglusions?

NA 1Ay hoewra ane
[P a g Jv“ LERA Y S “.‘J

th
"
(14

3*
[
L3

WGl CORCLUGions have you GoOig up witiias & rEsulioat—
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1 a You have good rock development in the reservoir and
2 the economics of 80 acre spacing will be very adequate.
ST L ED you Gid Aot havée gouu fOuk deveiopment the fact
4 you drilled on 160, or 320 acre spacing would not help
5 you economicaliy because, with poor rock development,
v 6 you are not going to be able to drain a very large area
x d
7 .
gg anyway
:g 8| © Is it your opinion, then, that the adoption of temporary
EE 9 80 acfe spacing will be in the interest of conservation,
Saen .
% 10 of -hydro carbons and the prevention of underground
E% 1 | waste?
S :
[<T] .
= 12| A Yes, sir.
S . ‘
ég 13| Q Would adopting 160 acre spacing protect correlative
14 rights?
15{ A I would say no, because you might miss, completely miss,
16 _the development of a porosity or permeability zone.

17| @ Do you have 'anything else that ﬁbh would like to add?

8| A I think that possibly the Exhibit of Pubco, Pubco's

1218 FIRST NATIONAL BANK BLDG. EASTEALBUQUERQUE, NEW MEXICO £7108
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19| - Exhibit Number 5, that indicated bottom hole pressure
20 that we do see that apparently the pressure is beginning’
21 to turn or curve and this could possibly indicate that
22 we are>seeing some pregzurye Louming out fxom the matrix
23 | of the reservoir which might support the fact that Qe
24 have a little higher pressure than we think we do, I

}L; 25 certainly hope so, because that would mean there would
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25

! ba more resexves to0 be produced.

2_m MR. HINKLE: We would like to offer Exhibits 1

3 through 8. -

4 MR, UTZ: Exhibits 1 through 8 will be entered

g LillU L@ rECOora Ui wiies vabgs

6 (Whereupon, Harding's Exhibits 1 through 8

7 were entered in evidence.)

8 MR, UTZ: Any questions?

9 * ok ok ok &

10 CROSS-EXAMINATION

11 BY MR. SPERLING:
o 12| 0 Mr, Williamson, referring again to Exhibit Number 2,
§§ 13 I believe it is, and the three producingrwells that
»gg 14 you referred to and the one dry hole which are in the
v u
;% 15 Lovington Northeast Pool area, do you have an opinion
§§ 16 as to the eXtent of the area that those wells axe
?? 17 draining and have drained?
%é 8| A Yes, I have. Look at this (indicating) and it is my
g; 19 opinion that those welis are very‘capable of obtaining
T
'ég 20 a production that they had exhibited from 80 acre
é; 21 spacing.
.z : ,
§§ 22 Now, this 1line will show what the pay\interval isf ¢
\gé 23 ‘In other woxds, there‘has not been sufficiéﬁﬁ testihg
e :
55 24 in those wells to indicate how far the pay zone extends

below the pore formation.
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1 So, by referring to Exhibit 5, we can see the
2 perforateq intngals are in the top of ?h?,#“@*????dw,” B
- E r—‘m£§¥osity zone,
4 In considering the volume of oil produced from some
o * vi those that nave wews driiled on 80 acres -- well, I
| _:_3 6 ~think the highost -- well, T don't think we are looking
.EE 7 for 900,0°9 barrels -- naturally, we will be looking for
= 0 X
od Q Even on 160 acre spacing, it conld occur?
% 10| A What about 160 acres?
Si 1n| o It could occur on 160 acre spacing?
':g 2 12 A Qh, yes,
@ 5, | |
D o2 13 Q Now, if this =- if your conclusion concerning the extent
e S
EE 14 of this reserveir as possibly being confined to 30 acres
@
;g 15 is true, should not the next step be taken in order‘to,
§§ 16 confirm whether it is or not?
ié 171 A If we determine this from subsequent pressures, I,
%E 18 personally, if I were an operator spendiné my money,
gg 13 wouldn't drxill another well anywhere hare before I got a
gg 20 large pressure buildup., I feel it is a greater risgk
ég 21 stepping out on a 160 acre basis because you axe very
%é 22 likely to miss part of the resexrvoir these wells are
v 7 : '
gg 23 producing from.
o
§5 24 This well was not taken to the Strawn zone by Pubco,
v ) 25 obviously they did nde fgel the well justified going any

L]
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deeper to the Strawn.

I believe you already ge@ggedAyoug;volume;g;c_gg;gglationsV”N_

some 25 percent?

Yeas,

Now, in arriving at your net pay figure, how did you

€
o

onclude there were 46 net feet of pay when there seems
to Se an indication of a maximum of 34 feet?

I took all the net pay above the 4 percent porbsityi

cut off which was confi:med‘by the log on the Shipp
Number 1.
Would you consider this coie information to be more
reliable?

I would suppose it wou;d be, yes.
Wﬁat kind of scale did you use for the 4 per&ent cut off
in porosity? |
What kind of scale?
Yes, porosity scale.
I calculated the matrix velosity for the reservoir and
used the time ééuivalent equation to calculate what 4
percent would be.
Now, if I underséood your testimbny,correctly, I believe
you suggestéd temporary 80 acre spacing. What exactly
do you'mean by that?
Well, as I understand it =--

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

Q

 possibility that, at some time in the future, this be

(By Mr. Sperling) Well, are you suggesting the

expanded to 160 acre spacing?

I have no feel tor that, as far as I am conce:ned,
permanent 80 acre spacing rules could be adopted.

Do you think that Pubco’'s Exhibit 5 shows that the
Harding well is drainin§ in e#cess of 80 acres?

It shows 90.4 acres.

Do you agree with that?

If we assume the reservoir is homogeneous within the
circie, yes. If it is not homogeneous, we could have a

limited reservoir that is smaller than 90.4 acres.

" But vou don't have any evidence of that?

No, thefe is none in existence.

pid your studies indicate the presence of fractures -
insofar as these zones are concerned in the Strawn and
possible communication between them?

‘I have no data as to fracture conditions in the
reservbir, perhaps the core analysis would show it.
Mr;.WilliémSOn, on your Exhibit Number 2, I notice you
have a location shown to indicate your Number 2 well
in Section 11? ‘

Yes.

What are your plans as to the drilling of that well?
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1A I will defer that to the operator.

2 MR. HINKLE: The next witness will cover that.
E AV (Bywﬂr. Sperliné}mwggw;;;wggg;‘;S;;;W;;;APubco well

4 drilling, the well just to the north of your location?
5| A I was told that it was around 9,000 feet, that's all

6 the information I have had to date. -

7 MR. SPERLING: I have no further questions,

8 MR. UfZ: Any other questions?

9 (No response.)
10 MR, UTZ: If not, the witness may be excused.
11 (Witness excused.)
12 * k R ® %
13 JAMES JUSTICE,
i4 | was called as a witness and, ﬁaving been alreadf duly sworn,
15 | testified as follows:
16 DIRECT EXA{GINATION
17 | BY MR. HINKLE:
13 Q State ybur name, residence and position, pléase.

16| A My name is James O. Justice; my residence in in Dallas,
20 Texas ; énd I am chairman of the board and cﬁief executive
21 officer of Harding 0il Company.
2| Q What is the relationship between Harding Oil Company

23 and the épencér and Hudson partnership?

sl A We have a consulting arrangement and we vork with them

25

on a number of different prospective drilling opportunitie
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22

- Yes.

and took from them, at their recommendation, the

~_Pubco farm-out that had been mada tn sham senvisuzly—tn—

November of last year.
And you have assumed responsibility for complying with

cile PubGo clntiawi?

And Harding Oil Company deepened the Pubco well and

made the discovery?
: 14
Right, there was a good opportunity from three standpoints

—

one, the potential of the reservoir; two, the opportudity
for developing acreage significant to us, and third,
the opportunity for return.

State, b?iefiij_howuthe Harding Oil Com

E
n3
b
3
{-
11}
Q
:
¢
"

Basically we obtain prospects from consulting geologists‘
of which Spencer and Hudson are major contributors. We
offer these through an investing puglic.

Have you given notiqg to the public>company“of your
attention of drilling the Number 2 well in the time
provided by the farm-out agreement?

Yes.

What prbcédure are you following?

Shortly aftexr completion of the Shipp Number 1 well
we-prepared our S-10 regiétiafion and submitted it to
the Security and Exchange Commission for their review.

There is a 120 day clause associated with this and we
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recognized that because of the time this would be

B T e e = e o

TRLLDIATGIT L0 aChieve,

Have you-filed with the Security and Exchange Commigsion,
a plat or plans for develmeent 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 on 80 acre spacing if it were oil and 320
spacing if it were gas.

‘This action was taken by us not only from the

‘:ecommendations of the cénsulting geologists, but also

on our own house'ihQéstigation. We - felt that, as a
result of examining the area, from the way it dfilled'
and the way it drained, that producing on B0 acres
presented the thimum kind of spacing for the érea; ‘It
was on tﬁat judgment and on that'basis\that we,weng
ahead with the 80 acre proposition,
Now, if the Commission should approve 160 acre spacing,
would this be difficuit for you‘concerning your
Application with the Security and Exchange Commission?
TheQe would be several adverse effects, a significant
time delay would be associated with it, and it wo;id
require refinancing.

It would also require changing the ground rules

under which the offexs would be made. This would ba a
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difficulty not only with the Security and Lxchange
o B 2 | . Commission, but I thirk it would put our contract in | |
- 3?: : 3 jeopardy so far as our ability to maeet the time require-
‘ ments of the contract are congerned. |
- ey 5 Q Do you have any intentlon after drilling the Number 2
- 'jﬁ -8 well, of arilling additional welle in the area?
' g; | a Yes, we have applied -~ we have made application to drill
‘gﬁ Eé 8 two additional wells. Thesae applications are baing held
. o3 9 _pending the outcome of this hearing,
2 e ,
E‘g -EE 101 o Can you tell the locations of those wells?
;??‘ ;; i a The locations are shown on Exhibit 2, and they are
iﬁ? UEE’ g 12 designated -the numbers 3 and 4 wells. There's one to
;}Q %g éi 13 the east and one to the northwest. | |
%FZ g% 141 o And, if 80 aore spacing is adopted, you intend to
ggﬂ g; 15 proceed on the basis outlined and drill these wells?
b E |
% 3¢ 161 5 Yes, that is correct.
%E;" gg 171 ¢ From all the information which has been available to
; - gg 18 you and from employing consulting firms, have you formed
gv; §§ 19 any conclusions as te how the area should be developed?‘
i it 2| A ves.
: o . . .
i’7 §§ 211 -Q From a conservation standpoint? ;
g;“ é? 2| A Yes. First of all, we feel the original assessment ;
é.m 2% 23 and conclusions have been confirmed. | ;
i : -
’ % . gﬁ 24 Secondly, we feel that it would be in the interest
- 25 of our investors to continue on 80 acre spacing.
L e
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Third, we feel that in the interest of conservation,

it will effectively and efficiently drain 'thg"é_(;;g_agg»e_m__w_
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based again on the assessments obtained form the
consulting engineers,

Fourth, we feel that it will also preserve the

[+

correlative rights of others in the area, that 160 acre
spacing, in our view, would jeopardize.

Have you any objections, or any'favorabie comments from
any operakors in the area céncetning your Application fér
80 acre spacing?

We have gotten letters of support from several people in

the area; Mr. H. L. Brown, Atlantic Richfield, and

- I think, probably one other who may‘have communicated

by telegram or letter supporting 80 acre spacing,

- Are these from owners who have acreage in the area that

are §ﬁpporting your Application?
Yes, sir,
Do you have anything further?

Nothing other than ~- I realize these business aspects

are not really- germane to the Commission's deliberations,

nénetheless, I wanted to take ;he‘opportunity to ‘point
them out because, in our perspective, they are
significant facéors'that influence our operatiéns. Wé
feel that from a business aspect there‘is good and

sufficient reason for continuing on 80 acre spacing for
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the reasons that have been outlined here today and

which support our initial judgment in making this

particular arrangement.,

MR. HINKLE: We understand there have been letters
or teiegrams sent to iiie Commission,

MR. HATCH: There is a telegram from Pennzoil, a
telegram from Atlantic Richfield, both in support of Hardinq;s
Applicatioﬁ.» There is also a letter from Texas Independent
Petroleum supporting Ha:ding 0il Company's Application.

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

MR. UTZ: I would like to ask’a question in regard
to the Number 2 well. How much longer do you have to get
the apptovél’of the Security and Exchange Coﬁmission to
coﬁpiete the well?

VEHE WITHESS: Wg'hgye made -applitation and expect
comment this weeﬁjfrom’them.

MR. UTZ: Any other questions?

ok ok kR %

CROSS~EXAMINATION

BY MR, SPERLING:

0 Did YOu have separate registration for each of these
prospects, Mr, Justice?

a ’wé havegfiled separately on the first.end second, on
the subsequent ones, we might not.

Q - What are the economic risks toNHarding under your
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arzangement?

We have economic risks jin_terms of the cost of the |

écreage that we are dealing with here, along with the
initial acquisition risk. We have legal fees and risks

in terms of meeting our contract obligations. Some of

Wéll, assuming the cost of the well to be $300,000, how
much of that represented investment by Harding?

I can't give you the preéise figure off the top of my

"head, but our investment in that would be a small

percentage of the total ipvestmént.
What is your participation in production?
We will participate in production ﬁy_less than 20

pexcent,

8o, in effect, the wells are being paid for by your

investors?

Yes.

And you receive a éo pexcent.interest without a
substantial investment in the coét of drilling the well;

is that a fair statement?

I think that's a fair statement, yes.

Referring to the contract and the acreage that you have
under the Pubco farm-out, you have a double number of
lecations available to ycu on 80 acre spacing -- or to

your investors, than you would have on 160 acre spacing?
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A I haven't counted them up, but it seems logical to say .

that, R
MR. SPERLING: I think that's -all I have.
MR, UTZ: Any other questions?

(No response.)

iD

prrremsre e AR UM e LE . not . th wwitness5maymbg,exgused,,»

(Witness excused.)

MR. UTZ: Does that complete your case?

MR. HINKLE: That concludes our case.

MR, UTZ: Any statements?

ﬁR. BUELL: On behalf of H, L. Brown, Jr., we would
like to suppoxt the Harding Application and oppose the Puhco
Application,

On the 80 acre spacing,Awe feel it would be prﬁdent
to require drilling éitherAin the SE/4 Quarter or the,NE/é,,
Quarter of any section.

MR. UTZ: The northeast?

MR, BUELL: The NE and the SW, -I'm soxgy, [

MR. UTZ: Anything further?

MR, SPERLING: I would like to say just bxief%y,

- Mr, Examiner, that we feel that the data which is based on

¥eliable information and not on speculative data which was

. presented concerninéythe reservoir, certainly supports the

Application of Pubco for 160 acre spacing.

While it is true that there are‘ﬁply two wells
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presently drilled and completed in the pool, the information

resexvoir information is much more abundant than in any other

“two well fields I have ever seen before. I think this

information shows éonclusively that it would be economically
prudent to develop this field on 160 acre spacifg. | {

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

was possibly a very limited area. It has been brought out

here in testimony, that drilling in the St:awn area in the

vicinity of the northeast and east areas have been very

erratic and it is clear that this is a stratographic formation

or pool and that you can have a dry ho}e,:ight,nexguto a
producer.
Ithink that in summing up all the ‘evidence to

that has been introduced by both sides, wéuld indicate that

it is a limited reservoir an? T think that Roy Williamson's

testimgnyhshows vervy definitely that he wouldn't even advise .
an operator-to drill anothexr well if the pressure continues
to drﬁp. I d&n‘t think the Commiésion can assume here that
the reservoir has sufficient development to justify 160 acre
épacing,bat this time,

| So I believe the thing.to do at this time would be
for the Commission to adopt temporary 80 acre spacing rules on

the basis of one year and to take a look and see what develops

I S DU S —

which is available at this time from-the standpoint of

s e e,




- !l because it has been indicated that there are going to be

o %|-—several other wells drilled in the meantime.

) L fi'fmwu R fﬁmﬁ*ﬁ*mﬁ?:mgﬁiiifﬁé?‘_§H€W63516u§”$ﬁ§Wéf“is‘iﬁa;”isymys:~‘w—
| 4 can't undrill wells that are already drilled.
a ii 3 ~ MR. UTZ: Aany other séatements?
) ;; 6 {Nc responsa.)
T2 ) '

7 MR. UTZ: If'not,'the case will be taken under

8 advisement.
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STATE OF NEW MEXICO )
; 88
COUNTY OF BERNALILLO ) .

I, RICHARD E. McCORMICK, a Certified Shorthand Reporner,

A I ST L N SF T T SUNGY T R ~

20 Lorioy Cewealy Ut tho 0o yllly auud uitaciled Lranscript
of Hearing.before the Naw Mexicoc 0Oil Consgervation Commission

was’ reported by me; and that the same is a true -and correet B

"record of the said proceedings to the best of my knowledds,

skill and ability.

N ,v/; & v

CERTIFIED SHORTHAND REPORTER
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HARDING OIL COMPANY

St;;eﬁ;néwfo the New Mexico 01l Conservation Commission
Docket No. 4749
o oAugust-75 19747
Special Field Rules For The

Humble City Strawn Field

Background

Under a farmout agreement with Mesa Petroleum Company, Harding 0i1
Comparnily has been. developing this field with the pqrticipation of Tex;;”ﬂ
Internétional Petroleum Company. To date Harﬂing has drilledAsix wells,

four producers and two dry holes. Three of the producers are completed

in the Strawn and one in the Atoka.

Cumulative proddétion»on the producers through May 1, 1974 ranges

from a low of 16,162 barrels to a high of 156,246 barrels.

Receni Developments

“During 1973, Harding drilled two wells and so far in 1974, it has

drilled two wells with a third scheduled for spudding this month. All

of these wells have or will test the Atoka formation.

Future Plans

““Under the farmout agreement, seven 80-acre tracts remain to be earned.
Due to the uncertain nature of thg geology in this field, the sequence of
drilling each of these locitions is contingent upon the results of previous
drilling; An e#ample of this rationale, is our decision to abandon the

locaticn'in the west half of the northeast quarter of Section 14 as a

| BEFORE EXAMINER NUTTER
OIL/CONSERVATION COMMISSION
EXHIBIT NO, _3

CASE N '—l’)‘_l{j

3-7-79

-
=)




result of geological dafa gained from the two-dry holes to the west in

the E/2, NE/4 of Section 15 and the W/2, NW/4 of 14, Mesa No. 5 Shipp and

Hardiné No. 1 égg;értzberé:

Baséd'upon drilling results and performance history, it is the
judgmeni of Harding 0il Company thai this field does not economicaliy
justify development on 40-acre spacing. Formation characteristics appear
such that one well will adequately drain 80-acres, thereby,'avoiding |
underground waste. Drilling results to date likewise indicate that
correlative rights are better protected on 80-acre spacing than they

would be on 40-acre spacing, due to the rather unpredictable nature of

the petroleum bearing formations.

Conclusion
It is our comclusion that the trade off between correlative rights

and sound economics will be best served by -continuing 80-acre spacing

for this field.

—»
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VOLUMETRIC CALCULATIONS OF OIL RESERVES
. HARDING OIL COMPANY -~ SHIPP #1

"L

fiVdaci.n LiLd \u;lu\nh; FiLuay

LEA COUNTY, NEW MEXICO

i. Average ¢, 7% (frow logs) 8
2, Water Saturation, % (from logs) 30
3. Estimated Recovery of BSTOOIP, % 20
4. Original FVF, RB/STB : 1.675
5. Net Pay, Feet . ) : 46
6. Recoverable.Oii Per Acre~Foot =

(7758 B/AF)(Porosity)(1-SW)(Pércent Recovery)
- FVF

= (7758 B/AF)(.08)(1 - .30)(.20) _ -
1675 = 52 BO/AF

7. Recoverable 0il Per 80 Acres, BBL:
(80 ac) (46 feet)(52 BO/AT) = 191,360

T _— EXHIBIT NO. 5

BEFORE EXAMIMNER Nu-m; i .

CML,rf'”SrP”iTn,N

CAMISSIGN
e EXHIBIT MO, 5

CASE No_ 4’74_9 T

—

/\"l,




) ,J

REEOAE DXAMINER NUTTER|

PR ES R AT RSP oot Lo oo B St AL R
st NO G
CASE NC.__ F 14

5000

Cum.=0 Bbl
ﬁ\sﬂp = 4807 psig

Cum. = 10,906 8bl
BHP - 4188 psig

SIPES, WILLIAMSON, RUNYAN

400¢ \
> \ /'4)
] J 7
QC 7
t.3000 .
z \ —
V4
™~ yd
\K A 17
'2 \ . ﬁ,,A‘/ V
\Cum. =111, 516 81 /
BHP - 1844 psig
™~
< 7
Cum. = 161,910 Bbl. (Est)
I BHP = 1035 psig
legater”” 4
o . i | |
Est. Ult. Rec, = 210,000 Bbl,
% ) ; ’ 350,000
?f ULATIVE OIL, B8bl.
BHP vs. CUMULATIVE OiL PRODUCTION
HARDING OIL CO. — SH/PP NO. |
FIELO HUMBLE CITY (Strown) County LEA Stote NEW MEXICO
Engineer R.C.W. Orwn.By Oel |Dote 7-6-73 |File HUMBLE City -
8 AYCOCK, INC.

Midlond - Houston, Texas

Ref. No. 7 -
‘?E?QEXHIBM NO. g

Consulting Engineers




ECONUN1CS UF DRiILLLNG AND CUMPLETING A STRAWN-WELL
RUMBLE CITY (STRAWN) FIELD
"LEA COUNTY, NEW MEXICO

1. Drilling and Completion Cost, $ 320,000
2. 0il Price, $/BBL ) ' 4.16
3. Gas Price, $/MCF . : 0.22
4. Severance and Ad Valorem Taxes, % 5.4
5. Revenue interest for 100% of Working

Interest, decimal 0.75
6. Estimated Operating Costé, $/BBL 0il = 0.10

7. Barrels of oil required to pay out D&C
costs after severance and ad valorem taxes and
operating costs:

§320,000 . . = 101,266 BO

A ST I WA W &Y
WCE/ROY (0 22 e oze 0, 75 - £,10/pC

BEFORE EXAMINER NUTTER| = FXWIBIT *o-1
Ol o opesmes sy L RION
L RREEBHONOG. 7
CASE NO.__ 494
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COMPARISON OF RESERVES
CALCULATED BY THE MATERYIAL BALANCE METHOD
AND BY THE VOLUMETRIC METHOD

T Mo tm gt

SLIILELSAIGNCT aicuiations:

N - (Np) (Bo) ]

1. Original Bottom Hole Pressure, psig 4,807
2. Bubble Paint Precssure, neio 2,893
3. BHP at cumulative production of 10,906 BO, psig 4,188~
4. Np, barrels of oil 10,906 -
5. Boi, RVB/STB at 4,870 psig 1.675.
6. By, RVB/STB at 4,188 psig 1.7000 ~
7. 'Neglecting rock and water compressibilities, the
Material Balance equation for production above
the bubble point is: ’ PP I /fé?’ﬁ
/V A g O S
Np -Bo ~ Boj ;
—< =722 = 01 iz/ ol
N B N ;),. \i‘ - v
° (i / C.)) 'j '
8. Re-arranging: _ﬁi AR A

. !
(10,906_B0) (1.7000 RVB/STB)

bo - Boi

9. "Egtimasr

10. Therefore (741,608 BSTOOIP)(.20) = Barrels of 0il
Recoverasble from the Reservoir
II. Volumetric ‘Calculations:

1. Average § calculated from Harding 0il Company
- Shipp No. 1, %

2. iverage ® .caleulited from Pennzoil Uni
State 16 No. 1 and State C No, 1 and

3. Sy, % (Calculated from log resistivity)
Estimated Reéovery of BSTOOIP, %
5. Original FVF, RVB/STB

Qs —

o CEFORE EXAMINER L7 1
1 SONSERVATION commission

EXHIBIT NoO, 7
CASE NO. T
oomitied by Slend .y oo SIS

’ Hearing Dgie
: G i

x
1.

(1.7000 RVB/STB - 1.675 RVB/STB)

20

148,322

4.8

8

30
.20
1.675

EXHTRIT No. [
Page 1 of 2

W e e




COMPARISON OF RESERVES

CALCULATED BY THE MATERIAL BALANCE METHOD :
AND BY THE VOLUMETRIC METHOD .
Page 2 of 2 , I

y 6. Recoverable oil per acre-foot =
s ‘ (7,758 B/AF) (Porosity) (1 - S ) (Per Cont Recovery)
% Original FVF
i Using the 8 per cent porosity value: - )
£7,758 B/AF)(.08)(1 - 0.30)(.20) = 52 BO/AF
1.675
"7. Net Pay, feet 46
8. Recoverable barrels of oil per 40 Ac.(46 ft. Net Pay) (52 BO/AF) 95,680
per 80 Ac.(46 ft. Net Pay) (52 BO/AF) 191,360
i
{

BALLEY, SIPES,- WILLIAMSON & RUNYAN, INC.
1100 V & J TOWER  MIDLAND, TEXAS 79701 -

; , ' EXHIBIT NO. [ :
R. C. WILLIAMSON, JR. P.E./kp  6-26-72 Page Zof 2 o E
i
i
i
k:"" i - .. B S0 . . (_ B - E - . o= Mt




ECONOMICS OF DEVELOPMENT

1. Estimated Drill and Complete Cost, § _ 225,900

s
e )

2. 0il Price. $/Barrel (Before Severance and Ad Unlavram Touo

~./

3. Gas Price, $/MCF (Before Severance and Ad Valorem Taxes) 0.22
4. Average GOR, Cubic feet/Barrel of 0il . 1,000
5. Revenue Interest for Acreage Earned by Harding 0.75
6. Séverance and Ad Valorem Tax (Estimated), % 5.4
7. Operating Costé (Estirlnated), $/Barrel of 0il ’ 0.10

8. Barrels of 0il Required to Payout Drill and Complete Ccéts,
After Severance and Ad Valorem Taxes and Operating Costs:

_ $225,900 _ -
(33.44 + §0.22)(.946)(.75) < 0.10 = 90,477

BAILEY, SIPES, WILLIAMSON & RUNYAN, INGC.
1100 V & J TOWER MIDLAND, TEXAS 79701 "
R. C. WILLIAMSON, JR. P.E,/kp 6-26-72 EXHIBIT NO, /"

—

e,

BEFORE EXAMINER Utz
| OIL CONSERVATION COMMISSION

_EXHIBIT No O

—

——e : Ye_4__
CASENO. 47 4O
Submitted by fon ’if@»l_(_&s)

Hearing Date : ]
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. .__WELL_AND COMPLETION DATA

HUMBLE CITY-STRAWN POOL

19.

1t.
12.
13.
14.

15.

Company and Well

Location of Well
(Sec. 11-178=-37E)

Total Depth

Top of Strawn Limestone
(Middle-Lower)

Top of Pay

Completion Date
Perforated Iﬁtefval
Treatment

Initial Potential, BOPD
Choke Size

GOR

0il Grayity,‘°API
Net Pay
AverageiPoposity
Permeability
Water Saturation

Reservoir Temperature

Initial Reservoir Press.

Harding 0&G Shipp #1

2080' FWL & 2310' FSL

11,673

11,400' (-7639)

11,420' (-7659)
March 9, 1972
11,420-i1,452'
2,000 gals. acid
286

10/64"

1000

1600

Pkr.

45 f

34!

5.1%

25%

165° F

4800 psi

TR

Pubco Petroleum’Cofb;'Shipb #2

2130' FEL & 1980' FSL

11,685"

11,425' (-7668)

11,430" (-7673)

June 10, 1972

11,430-452"' & 11,464-468'
5,000 gals. acid

758 |

24/64"

1662

700

- Pkr.

45

30!

- 6.30%

20 md.

25%

168 ¥

3473 psi

EXHIBIT 3




BRIBIT N0, BEFORE EXAMINER NUTTER

7 CALCULATION € AINA ] Olh- CONSERVATION COMMISSION
LCULATION OF DRAINAGE AREA .
EXHIBIT NO, 2~

CASE N, ‘/7‘/9
,,4"7'7%

HUMBLE CITY (STRAWN) FIELD, LEA COUNTY, NEW MEXICO

Operator - o . Date of . Initial _Ultimate 0il Recovery

S : : NetvPay
Well Initial Prod. ’ BHP gpepleted) Decline Curve Calc. Rec. Thickness

psia e ____BBLS - . _BO/AF - Ft,

J i . -
Shipp No. 1 5-72 4,807 -~ 163,826 ——- 52 46

Mesa Petroleum Company | _ o
Shipp No., 2 6-72 3,473 199,003 ' == 41 33 - '
Harding 01l Company ( ' i .

Shipp No. 5 2-73 3,871 ——— 129,135 46 41 i
TIPCO ' : ’ .

Nicholson No. 2 7-73 3,032 —— 79,641 53

Harding 011 Company : :
Shaw No. 1 3-74 3,555 —-- | ——-

27

D

) ' 362,829 208,776 192 - 147
Avg. = 48 . Avg. = 36;75j

L. Ultimate 011 Recovery Prom 4 Wells = 362 829 'BBL + 208, 776 BBL

571,605 BBL -~ “J

81 Ac/HWell

2. Drainage Area = 571,605 BBL = 324 Ac : 4 Yells
‘ , (48 BO/AF) (36.75 Net Ft.)

LIGIHXY

SIPES, WILLIAMSON & AYCOCK, INC.
1100 GTHLS TOWER WEST MIDLAND, TEXAS 79701
. . ROY C, WILLIAMSON, JR., ®. E./lm 8-7-74

"ON
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CORE LABORATORIES, INC.
- Petroloum Reservoir Engineering.
DALLAS, TEXAS
June 2, 1972

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

Attention: Mr. J. C. Johnson

Subject: Core Analysis
Shipp No. 2 Well
Wildcat :
} Lea County, New Mexico
‘ Location: Sec., 11-T178-R37E

Diamond coring equipment and water base mud were used to core the
subject well, The cores were sampled by a représentative of Core
Laboratories, Inc., under the direction of an employee of Pubco
Fetroteurn Corporation. The analysis was performed in our Midland
laboratory. Results of the analyses are presented in tabular and
graphical forms on the attached Coregraph.

Strawn formation analyzed between 11,446 to 11, 492_. feet is inter- -
preied io be oil producfive where sufficiently permeable. Average
core analysis values and thebretical maximum recoverable oil esti-
mates, calculated from estimated original reservoir fluid charac-
teristics, have been prepared and are presented on page one of this
report. ‘

We sincereiy appreciate this opportunity to serve you.
Very truly yours,

Corev'Laboratories, Inc.

D [ 2
N 47 Areesrt

R. S. Bynum : (ﬂ')
RSB:AB:dl - District Manager
1 cc. - Addressee .
1 ¢cce - Mr.. M. E. Causey
"Pubco Petroleum Corporation
1 EXHIBIT 6

Midland, Texas 79701

o
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CORE LABORATORIES, INC.
~Pilvglenm Reservolr Enginéering ~——

DALLAS. TEXAS

Page 1 of 1 File WP-3-3465
Well Shipp No. 2

CORE SUMMARY AND CALGULATED R

15)4

_of 4

TSR T i e L e s s
FORMATION NAME AND DERTH INTERVAL:  Sirawn 11,440.0-11,492.0

FLLT OF CORE RECOVERED FROM AVERAGE TOTAL WATER BATURATION:

 ABOVE INTERVAL 50.0 PER CENT OF PORE BPACE 52.9
FEET OF AVERAOE CONNATE WATER BATURATION:
[NGLUDED 1N AVERAQES 21.9 PER CENT OF RDRE SPACE (c) 34
AVERAGE PERMEABILITY: /HTY: ®
MILLIDARCYS Max.:| 20~ OIL BRAVITY: AP (e) 45
- 90° :1-10 ,
PRODUGTIVE CAPACITY: . DRIGINAL BOLUTION QA3-0IL RATIO:
MILLIDARCY-FEET Max.:| 438 GUBIC FEET PER BARREL (e) 1000
90° :| 219
. ORIOINAL FORMATION VOLUME FACTOR: BARRELS
AVERAGE POROBITY: PER GENT 6.0 BATURATED QIL PER BARREL BTQCK-TANK QiL  (€) 1.58
1,
AVERAGE REGIDUAL OIL BATURATION: 3.8 CALCULATED QRIGINAL BTOCK-TANK OIL IN PLACE: <
E . BARRELB PER AGRE-FQOT 234

PER CENT OF PORE BPAC

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

harrels per acre-foot,assuming full maintenance of original reservoir pressiire, 100% areal and vertical coverage,

and continuation of production to 100% water cut. (Please refer 1o footnotes for further discussion of recovery estimates.)

- FORMATION NAME AND DEPTH INTERVAL:

F2IT O CORE RECOVERED FROUM AVERAGE TOTAL WATER SATURATIDN:
ARGVE INTERVAL PER CENT OF PORE SPACE

FEET OF CORE : . AVERAGE CONNATE WATER BATURATION:
INCLUDED IN AVERAGES PER CENT OF PORE SPACE

AVERAGE PERMEABILITY: OiL GRAVITY: ®*AFPI
MILLIDARCYE Al

UCTIVE CAPACITY: ORIGINAL SOLUTION GAS-0IL RATIO:
MILLIDARCY-FEET : CUBIC FEET PER BARREL
Y ORIBINAL FORMATION VOLUME FAGTOR: BARRELS
AVERAQE FOROSITY: PER CENT SATURATED Dil. PER BARREL STOCK-TANK DIL

AVERAGE RESIDUAL O!L SATURATION: CALCULATED QRIBINAL STOCK-TANK OiL IN BLACE:

PER CENT OF PURE 8S8PACE . BARKELS PER ACR;~FODT
Calculated maximum solution gas drive recovery is barrels per acre-foot, assuming production could be

continued until réservoir pressure declined to zero psig. Calculated maximum water drive recovery is
barrels per acre-foot,assuming full maintenance of original reservoir pressure, 100% areal and vertical coverage,
and continuation of production to 100% water cut. (Please refer 1o footnotes for furiher discussion of recovery estimates.)

(c) Calculated  (e) Estimated  (m) Measyred (%) Refer to aftached letter. _ ,
These recovery estimates represent theoretical maximum values for solution gas and water drive. They assume that production is

started at original resorvoir pressure; i.e., no account is taken of production to date or of prior drainage to other areas. The effects of
factors tending to reduce actual ullimate recovery, such as economic limits on oil production rates, gas-oil ratios, or water-odl ratios,
bave not been taken into account. Neither have factors been considered which may result in actuid vecovery intermediate between solu-
tion gas and complete watey drive recoveries, such as gas cap expansion, gravity drainage, or partial water drive. Detailed prediciions
ﬁima!e oil recovery to specific abandonmeii condiiions may be made ini-an engirieering sivdy in which consideraiion Is given iv
overall reservoir characteristics and economic factors.
These snalyses, opinions or interpretations are based on observations and materials supplied by the client to whom, and jor whose exclusive and confidential use,
this report’is made. ‘The interpretations or opinions expressed represent the best judgment of Core Laborctories, Inc. (all errors and omissions excepted); but

re J.aboratories, Inc., and its officers and employees assume no responsidbility and make no warranty or representation 23 1o the productivity, proper operation,
or proftabieness of any oil, gas or other mineral well or sand in connection with which such report is used or relied upon.

L
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Petroleum Reservoir Engineering

ANY, PUBCO PLETROLEUM CORPORATION - FILE NO._WP=3-346S5
SHIPP NO, 2 . DATE 5-24-72 ENGRS. ___BOONE !
_ FORMATION_ STRAWN . ELEV- . __-3757' KR ... .

ewe
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CORE LABORATORIES, INc

Petroleum Reservorr Eng{neen'ng
DALLAS, TEXAS 785207

Tune 221070 -

\ REPLY TO BOX 4337
MIDLAND, TEXAS
79701

Pubco Petroleum Corporation

P. 0. Box 869 :
Albuquerque, 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 sumrary 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
Ava. Tnterstitizl Waorer Sat., TG, 25.9° 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 1.707 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 0il Recovery, STB 89,815 - 179,630
Ultimate 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 cofistant throughout the two drainage
areas con51dered. Also, it was assumed that the reservoir would produce
under 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~
\_n,vuo.nlls Yeservoit gas saturailion on reiative oil permeabiiity.,

We are enclosing cppies 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
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Pubco Petroleum Corporation
June 23, 1972
Page No. 2

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

Very truly yours,

CORE LABORATORIES, INC.

N O e

C. K. Osborn,
. Division Engineer

CKO:wjy
Enclosures

N R

b




-RECOVERABLE OIL RESERVES
- HUMBLE CITY-STRAWN POOL

BASIC DATA

Log Core

Average Porcsity - ilarding Shipp #1 _ 5.10% -~ f
Average Porosity - Pubco - Shipp #2 . 6.30% 6 .00%
Assumed Average Porosity, Field 6.30%
Average Feet of Pay, h ~ ~ 30°
Water Saturation 25%
‘Recovery Factor 16.76%
FVF @ original BHP 4800 psi 1.642

VOLUMETRIC CALCULATION
Original RecoVeraBle Gil, BblglAc-FE = 7758 @ (1-Sw) x (RP)

' (FVF) -
(7758) (0.063) (0.75)  (0.1676)
1‘-642

37.4 Barrels 0il Per Acre Foot

Where,

¢ = PFractional porosity of rock

Sw = Interstitial water saturation, fraction of .pore space
h = Vertical feet of net pay
FVF = PFormation voclume factor, barrels oil at original reservoir conditions

per barrel stock tank oil at normal surface conditions.

RF = Recovery facter, fractional part of ‘original oil in place recoverable by
' solution gas drive mechanism.




ECONOMICS FOR
HUMBLE CITY-STRAWN POOL
LEA COUNTY, NEW MEXICO

80-Acre 160-Acre
Spacing Spacine.
Revenue For Average Well
80-acre - 89,815 barrels oil per well @ $3.56 §$ 319,741 $
476,788 MCF per well @ $0.25 119,197 ’
$ 438,938
160-acre - 179,630 barrels oil per well @ $3.56 639,483
953,577 MCF per well @ $0.25 238,394
) $ 877,877
Less Royalty @ 18.75% 82,301 164,602
Less Taxes @ 7.1% 31,165 62,359
Total Revenue $ 325,472 $ 650,9&6
Expense _

Drilling, Completion, Tank Battery $ 230,000 $ 230,000
Pumping Equipment 30,000 30,000

Cperaiing Gost P

80-acre -/<;:;:;%ars @ $6,000 35,400

160-acre 118 \? @ $6,000 _ 70,800
Total Expense 295,40 $ 330,800
Net Profit $ 30,072 $ 320.146
Profit to Investment Ratio 0.12 1.27

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

dry hole cost is $162,000.

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

Estiméted

Five plus (5+) producers on 80-acre SDac1n2 will be required to susoort
‘one (1) dry hole.

EXHIBIT 8
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For 975G

0il Conservation Commission
Box 2088
Santa Fe, New Mexico 87501

Gentlemen:

We enclose in triplicate application of Harding
. 0il Company for special field rules and the creation of

a new pool as well as a discovery allowable in connection
with its well in Section 11, Township 17 South, Range 37
East,

k . We have previously talked with Dan Nutter with
‘ regard to this matter and we understand that it will be
placed on the examiner's hearing docket for June 28,

Yours very truly,

HINKLE, BONDURANT, COX &  EATON

CEH:cs
Enc.
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BEFORE THE OIL CONSERVATION COMMISAI

STATE OF NEW MEXICO

P T T
&

APPLICATION OF HARDING OIL COMPANY FOR
THE PROMULGATION OF SPECIAL FIELD RULES
ON A TEMPORARY BASIS BECAUSE OF A NEW

DCISCOVERY MADD LY APPLICANT IN ITS E.

D. SHIPP NO. 1 WELL LOCATED IN UNIT K,

2080 FEET FROM THE WEST LINE AND 2310 , )T L C
FEET FROM THE SOUTH LINE OF SECTION 11, (F oz 7////(;//

TOWNSHIP 17 SOUTH, RANGE- 37 EAST, LEA
COUNTY, IN THE STRAWN FORMATION THROUGH
PERFORATIONS FROM 11,420 FEET TO 11,452
FEET, SAID RULES TO INCLUDE 80 ACRE
SPACING AND PRORATION UNITS WITH THE
PRIVILEGE OF DRILLING ON EITHER 40 ACRE
COMPONENT, AND THE CREATION OF A NEW
POOL. IN CONNECTION THEREWITH, AND FOR

A DISCOVERY ALLOWABLE.

0il Conservation Commission
Box 2088
Santa Fe, New Mexico 87501

Comes "ard'“g hll Company and nereby makes application for
the promulgation of special field rules on a temporary basis because
of a new discovery made by applicant in its E. D. Shipp No. 1 well
located in Unit K, 2080 feet from the west line and 2310 feet from
the south line of Section 11, Township 17 South, Range 37 East, Lea
County in the Strawn - formatlon through perforatlons from 11, 420
feet to 11,452 feet, said rules to include 80 acres spacing and pro-
ration unlts with the privilege of drllllng on either 40 acres compo-
nent, and the creation of a new pool in connection therewith and for
a discovery allowable, and in support thereof respectfully shows:

1. That on March 9, 1972 applicant completed its E. D. Shipp
No. 1 well located in Unit K of Section 11, Township 17 South,: Range
37 East, Lea_County, said well being drllled to a total depth of
11,672 feet and completed in the Strawn formation through perforations

'from 11,420 to 11,452 feet with a potential of 624 barrels of oil

per day This well is believed to be a new discovery in a separate
and distinct Strawn formation from any other producing well in the
area.




2. There is attached hereto made a part hereof and for
purposes of identification marked EXhlblt "A", a plat showing all
wells within a two mile radius of the dlscovery well and the owner-
ship of all leasehold interests within said area.

- © 3.  BeCause of the character Of tne discovery and the pro-
du01ng formation it is believed that one well will effectively and
efficiently drain 80 acres or more.

4. Applicant proposes to commence a second well which will
be located in the approximate center of the SW4NEY% of said Section
11. Applicant believes that it will be in the 1nterest of conserva-
tion and the prevention of waste and the orderly futuré development
of the new pool indicated by the discovery well that temporary pool
rules be adopted by the Commission providing for 80 acre spacing
and proration units with the privilege of drilling in the center of
either 40 acre component, with a tolerance of 150 feet, and that
future development will show conclusively that one well will effectively
and efficiently drain 80 acres or more. Applicant further believes
that such temporary special pool rules will prevent the possibility
of economic loss resulting from the drilling of unnecessary wi:lls
-and will permit the operators in the pool to gather information con-
cerning the reservoir characteristics, as well as protect correlative
rights. . :

- 5. Aopllcant has made application for a discovery allowable
and has filed Form C-109 w1th the Commission, -

6. Applicant requests that this matter be set down for hearing
at the examiner's hearing schednled for June 28; 1972,

Respectfully submitted,

ING OIL COMPANY

BYN - . . L n-
Member of the Firm of B
HINKLE, BONDURANT, COX & EATON
Attorneys for Applicant

P.O0. Box 10

Roswell, New Mexico 88201

-
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ON COMMISSION
MEXICO

%.J

IN THE MATTER OF THE HEARING
"CALLED BY THE OIL CONSERVATION
- COMMISSION OF NEW MEXICO FOR
 THE.  PURPOSE OF. CONSTDRERIME: o ooom oo

CASE No. _ 4749
IN THE- MATTER OF CASE NO. 4749 BEING Order No. R-
REOPENED PURSUANT TO THE PROVISIONS OF ORDER
NO. R-4338, WHICH ORDER ESTABLISHED SPECIAL o Re433%-R
RULES AND REGULATIONS FOR THE HUMBLE CITY- : -

STRAWN POOL, LEA COUNTY, NEW MEXICO, INCLUDING - R
A PROVISION FOR 80-ACRE PRORATION UNITS. ST

BY THE COMMISSION: \\

' This cause came on for hearing/d@ 9 a.m. on July 11 , 1973
at Santa Fe, New Mexlco, before Exaffiiner Daniel §. Nutter

NOW, on this - day of July » 1973 , the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised

in the p"sma-uvc ’

FINDS :

(l) 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 by OrderfNo. R-4338, entered in Case No. 4749 on
by 17, 1977

préﬁulgated for the Humble City-Strawn Pool, Lea County,. New

, Special ruleshnd regulations'were

Mexico.
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Case No. 4749
Order No. R-

(3) That this case was reopened pursuant to Order No. R-4338° | B

to allow all interested parties to show cause why the subject

pool should not be developed on other than 40-acre prorafion unitea
(4) That the special rules and regulations promulgated by
Order Nc. R-4338 should be extended for an additional one year
period in order to prevent the possibility of econonic loss
resulting from the drilling of unnecessary wells, and in order to

allow the operators in the subject pool additional time in which

R Y, e

to gather information concerning the reservoir characteristics of

the pool.

be reopened at an examiner hearing
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in ﬁu{/«q /‘?7'fl at which time the operators
7 7

in the subject pool should appear and show cause why the Humble

VS deee
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proration units.

A0y SRCESINA T N AEARR AR e ey

IT IS THEREFORE ORDERED:

(1) That the special rules and réguIations governiné>the

Humble City-Strawn Pool, promulgated by Order No. R-4338, shall

B A Er e LN RS YR R Y

remain in full force and effect for an additional period of one
year.

- (2) That this case shall be reopened at an examiner hearing

A o AN TR LY

in ' ‘79/ , at which time the operators in the

AT e

subjgct pool shall appear and show cause why. the Humhle City-Straun

SRV

g b

£ Pool should not be deveioped‘on other than 40-acre proration units.

AL

(3) That juriédiction of this cause is retained for the

entry cf such-further orders as the Commission may dcem . necessary.

- o

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

- : - designated.

trawin Pool should not be developed on other than 40-acre. l
‘
|
|
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_BEFORE THE OIL CONSERVATTON COMMFQQTOM . oo

OF THE STATE OF NEW MEXICOAJ£%E:7

TWOTOD Y icic OF b HeARLRS }/ \/
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 4749
APPLICATION OF HARDING OIL order No, R“4733S
COMPANY FOR A DISCOVERY ‘
‘ALLOWABLE AND SPECIAL POOL c NOTmenc LATUAE

RULES, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 28 19722,
- at Santa Fe, New Mexigo, before Examiner Elvis A. Utz ' N
NOW, on this . _day of __Jduly , 1972, the Commission, a

quorum being present, having considered the testimony, the record,
- and the recommendations of the Examiner, and being fully advised
in the premises, , v ' : {

IINDS:

(1) That due publi¢ notice having been given‘as required by
law, the Commission has jurisdiction of this cduse and the subject
matter thereof,

fo " R
: (;,[,czr’ That the appl1cantgggaxdiﬁg£0¢&260mpaﬁyq~seeks dive-
Gretiomof—a-new—eil-pool-fox produetionr—in
Fer—Es i »l the assignment of an oil discovery

allowable in the amount of approximately S 7. Zs8 @ _ barrels to

_ the discovery well#; MJM ‘f?.'
, A 60,16.u1 4" |

(5;) £2r That the_applicant,a¥se seeks the promulg tion of
o edisgehaTinn fou s pfosn At Gy - Ao Pt e
special rulquESi!s-d-gapl, including a provision for 80-acre

proration units.
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" Order No. R~

ﬁ
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A o3

i of said poolAsheuld be the

_lA\ ,_mhakm Eha meed Ao oo

';theAE D. Shlpp;Well No. 1,
 pownship 17 South, Range 37
i-has discovered a separate common source of supply which, shewid—ive

designated the Humble City-Strawn Pool; that the vertical limits

L-.a.\,u\,\...l.] “avaiiavie lidicates tnat
located in Unit K of Section 11,

East, .NMPM, Lea County, New Mevico,

Lvas bbor)

&a,
formation, and

T sheu25“§::§ZZ§L5~aauﬁizgf;’
that the horizontal limits of said poo 3 -

o T ‘S'WI#?“.J

A
’,

of #lr
of 57{&& barrels, based upon the top perforatlons in
' 1
said well at [/ “2 0 feet, to be assigned over a two-year

period.

(5) That the discovery well for the aforesaid pool, E. D.
Shipp Well No. 1, locéted in Unit K of Section 11, township 17
South, Rante 37 East, NMPM, Learcdunty, New Hexico, is entitled to

and should receive a bonus discovery oil allowable in the amount

(6) That in order to prevent the economic léss caused by
the drilling of unnecessary wells, to avoid the augmentation of
risk arising from the drilling of an excessive number of wells,
to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, temporary special rules and regulations;
providing for ‘30-acre spacing units should be pormulgated for
the Humble City-Strawn Pool.

(7) That the temporary special rules and regulations

should provide for limited well locations in order to assure

orderly development of the pool and protect correlative rights. ‘

(8) That the temporary special rules and regulations
should be established for a one-year period in order to allow
the operétors in the subjéét*bbol to gather reservoir information
to establish the area that can be efficiently and economically
drained and developed by one well. ‘

(é) That this case should be reopened at an examiner hearing
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i CASE NO. 4749
Order No. R~

_pool should be prepared
¢ City-Strawn Pool should not be developed oqhgo-acre spacing units.|d
}??' IT TS THRREFORE ORDERED: . , a Ny

g T Moedn CEE, - Alemann Pk as
hatAa.nen_peel in Lea County, New Mexxco,Ac1a31f1ed
Arecrchod

_{; (1)
—pEoduesten, is hereby

i ~

¢

‘,ﬂ,a;‘Jyuztb 4-c2-d4,‘t2&4nau.

'“ c l_
Limite—comprising—the Formets 1
limits.comprising..the-following—degeribed—area:

TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM \L’"J
Section 11: § g/ . 'W"'

O Llogoo E. D, Aoty 3ot Y. | frcsbD s

That theAgferesatﬁ‘utscovery—weéi is hereby authorized
/oD

(2)

an 01l discover Y <

3]
fd
)
¢
-
o)
o
e}
[
C
w\J

barrels to be assigned

to said well at the rate of ‘Zz barrels per day in accordance
with Rule 509 of the Commission Rules and Regulations.
(3) That temporary Special Rules and Regulafions for the

LR P G N
MR AT Y

Hunble City-Strawn Pool, Lea County, New Mexice,
i promulgated as follows:
SPECIAL RULES AND REGULATIONS

FOR THE
HUMBLE CITY-~-STRAWN POOL

RULE 1. Each well completed or recompleted in the Humble

City-Strawn Pool or in the _‘jzgé:;1‘£,4,/

one mile thereof,

formation within

and not nearer to or within the limits of

V-

another designated _ g #destr 0il pool, shall be

spéced, drilled, operated, and broduced in accordance with the
Special Rules and Regulations hereinafter set forth.
RULE 2. Each well shall be located on a

cohtﬁihing 80 acres, more or leés,‘consisting of the N/2, S/2,
E/2, or W/2 of a governmehtal quarter section; provided, however,
that nothing contained herein shall be construed as prohibiting
the drilling of a well on each of the quarter-quarter sections

in the unit._

L T B S L | A S S Sy S
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@il exCeption to the requirements of Rule 2 without notice and

‘proposed location shall be notified of the application by

-4-
CASE NO. 4749
Order No. R-

RULE 3. The Secretary-Director of the Commission may grant

hearing when an application has been filed for a non-standard

unit comprising a governmental quarter-quarter section or lot, or
the unorthodox size or shape of the tract is due to a variation
in the legal subdivision of the United States Public Land Surveys.
All operators offsetting the proposed non-standard unit shall be
notified of the application by registered or certified mai;, and
the application shall state that such notice has been furnished.
The Secretary-Director may approve the application upon receipt
of written waivers from all offset operators or if no offset
operator has entered'an objection to the formation of the non-
standard unit within 30 days after the Secretary-Director has’
received the apnlication, ‘

RULE 4. Each well shall be 1oca£ed within 150 feet of the
center of a governmental quarter-quarter section or lot.

ﬁULE 5. The Secretary-Director may grant an exception teo
the requiremeﬁts of Rule 4 without notice andyhearing when an
application has been filed for an ﬁnorthodox location necessitated
by topographical conditions or the recompletion of a well pre&i—

ously drilled to another horizon. All operators offsetting the

regiStered or certified mail, and the application shall staterr
£hat7§uch ﬁo£ice"hés been”furnished. The Secretary-Director may
approve the application upon receipt of written waivers from all
operators offsetting the pfoposed location or if no objeétion to
the unorthedox location has been entered within 20 days after
the SeéfétaryrDirector has received the application.

RULE 6: A standard proration unit (79'through 81 acres) {/
shall be assigned an 80-acre proportional factor of 6.67 for

allowable purposes, and in the event there is more than one well
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, on an 80-acre proration unit, the operator may produce the allow-

able_assigned ta. tha:unit Fram tha wm11- o oss

L Ll Lidide all iy

! proportion. - —

The allowable assigned to a hﬁn—@*nhﬂavﬂ nyarat i

P

unit shall bear the same ratio to a standard allowable as the

' acreage in such non-standard unit bears to 80 acres.
|

Rl Rt T

IT IS FURTHER ORDERED:

(1) That the locations of all wells presently drilling to
or completed in the Humble City-Strawn Pool or in the Strawn
formation within one mile thereof are hereby approved; that the

rator of any well having an unorthodox location shall notify

the Hobbs District Office of the Commission in writing of the

name and location of the well on or before_JQZZ%Fgg‘Jf‘/ S

1972. (v

(2) That, pursuant to Paragraph A. of Section 65~3~ 14?v
NiSA 1553, contained in Chapter 271, LaWS of 1969, ex1sting wells
Jo
in the Humble City-=Strawn Pool shall have dedicated thereto 4690

acres in accordance with the foregoing pool rules; or, pursuant té

: " entry bf /such/Klrther ordeds the Commissiof; y’déém(necessary;“”“j
S / ‘ J | ~ ;

: DOKE at”Sapta Fe, New Mexico, on the day fand year herein- - i

’ [ \ :

N v . :
above designated. . :

e
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-Paragraph C. of said Section 65-3-14.5, exiSting wells may have

D e AR A LN MY

i non-standard.. spacinq, 0Dr. 797?(\?‘&*75.0.?‘.-»!!?} itnnnballd oo —’.-—!-~.~~~~:\.;:—.";E"—CGR';{:“‘"J SR
mission and dedicated thereto.
Failure to file new Forms (-102 with the Commincion
. . Y : .
dedicating ¥88- acres to a well or to obtain a non-standard unit

approved by the Commission within 60 days from the date of this

order shall subject the well to cancellation of allowable. Until
said Form C-102 has been filed or until a non-standard unit has
been approved, and subject to said 60-day limitation, each well
presently drilling to or completed in the Humble Ciﬁy-Strawn
Pool or in the Strawn formation within one mile thereof shall
receive no more than oﬁzfgeafﬁﬁ of a standard allowable for the
pool. | '

f Con T (3) That this case shall Le reopened at an examiner hearing

in‘é;¢441)g . 1973, at which time the operators in the

subject pool méy appear and show cause whz'thﬁ Humbie City-

j

Strawn Pool should not be developed'quAO—acre cE~go—gere spacinq

thait e gosrasi) s, et o3 che Com-

éi:?esciﬁa‘Eﬁé ity when-
y _appears to ;he/SEé;::> that such

e

N—

(4) That jurisdiction of this cause is retained for the

E : entry of such further orders as the Commission may deem necessax

DONE at Santa Fe, New Mexico, on the day and vear herein-

[ §

above designated.




BEFORE THE OIL CONSERVATION CO‘WMISS'[O\I
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR _
PHE PURPOSE OF POVSIDERING

CASE NO. 4749

Ordar No. R:_fﬁ

IN THE MATTER OF CASE NO. 4749 BEING //

* REOPENED PURSUANT TO THE PROVISIONS OF Y3398
ORDER NO. R-4338-A, WHICH ORDER CONTINUED An\
SPECIAL RULES FOR THE HUMBLE CITY-STRAWN {'4%~”
POOL, LEA COUNTY, NEW MEXICO. ///LL/
7

EH R T

ORDER OF THE COMMISSION

e A b A AN

BY THE COMMISSION:

This cause came on for hearing ‘at 9 a.m. on August 7
at Santa Fe, New Mexico, before Exumlner Daniel ST NUtter

NOW, on this _day of October . 194 , the Commission,
‘a guorum u:&ug"pL&ﬁent,'naVLHQ ‘considered the testlmony, the recoxd,

and the recommendations of the Examiner, and being fully advised
in the premises,

TR fans
\l
-8

+

FINDS:

PO A

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

AN

(2) That by Order No. R-4338, dated July 17, 1972,

temporary special rules andzrequlations were promulgated for

AN A T

the Humble City-Strawn Fool, Lea County, New Mexico, including

P

; a provision for 80-acre proration units.

€3> That by Order No, ?-4338*A Ja-leg 4«&1@ 1194,

"!’:r.‘-,':a”‘-‘:-‘ a2pec ,.-,.I rule= ar\u mwavcona WIETE,

- |
ndinned in effect fer on acld {-u;nal one - «’zar Pe-fobd-

L
s 1] M.

A T i b L




g

I o

-2~
Case No. 4749
Order No. R-4338--B

e - K LS. . v aay

(g That nurenank o bn bhaomsneid o don s A S A3 e
da%ed—&u&y-%&r%b&#&v fhis case was reopened to allow the operatord
in the enhijaect nonl to appear and show cauge why the Humbhle Cit
Strawn/Pool should not be developed on 40-acre spacing units.

(%) That the evidence establishes that one well in the
Humble City-Strawn Pool can efficiently and economically drain
and develop g0 acres.

;(%3 That the Special Rules and Regulations promulgated by
Order No. R-4338 and Order No. R-4338-A have afforded and will
afféid to thé owner of each property in the pool the opportunity
to pfbaGCe his juét éhd'eqﬁitable shafébf the q;@fﬁﬁqis; poél.

Eé) That in order to prevent the economic loss caused by
the dril;ing qf‘unpecessgty‘we;;s}1to,ayqid_phe augmentation of
risk arising from the d;illing of an excessive number of wells,
to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
cﬁrrelative rights, the Special Rules and Regulations promulgated
by Crder No. R-4§38 and Order No. R-=4338~A should be continued |

in full force and effect until further order of the Commission.

IT IS THEREFORE ORDERED:

(1) That the Special Rules and Regulations governing the
Humble City-Strawn Pool, Lea County, New Mexico, promulgatgd
in full force and effect until further order of the Commission.
{2) ‘That jurisdiétidn of this cuase is retained for the
entry of such further orders as the Commission may deem necessary
'DONE at Santa Fe,>New Mexico, on the day and year hereinabov#

designated.




