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BEFOREL THi Ul CUNGERVATION COMMIGSIUN
OF THE -TATE OF NEW MEXICO

Cndhk No. 3711 {Resonened)
Crder Nc., R-3320

IN THE MATTER OF THE HEARING CALLEL BY THZ OIL CONSERVATION
COMMISSION UPON ITE Gn MOTION TO CONSIDER THE AMENLDMENT OF
RULE 5C3 OF TBE COMMISSION RULES ARD REGULATIONSE ANL CU4MIr-
SIUR FORM C~1{3 TO FERMIT J{HZ PRODUCTION U THE BONUS LIS~
COVERY OIL ALLCGWATILE ASSICHNEDL TO MULTISLE DISCOVERY WKL LS TO
BE PROLUCELD FROM ANY LISCOVERY LONE IN ANY PROPORTION; ASD
TO FURTHER AMEND SAIU RULE TO FuRMIT APPLICATIONS FOR Tiig
BONUS DISCOVERY ALLOWABLE TO BX HEARD ON DOCKETS OTHER THAM
THE REGULAK POOL NOMEMCLATURE DOCKET IN INSTANCES WHERE f(UuE
APPLICANT WILL ¥PRESERY THE EVILERCE; alDb IN THE MATTER OF
SAIL CASE BEING REOPENED ON THE MOTION OF THE COMMISHION

TC HBAR ADDYITIONAL TESTIMONY REGARDING THE AMENDMENT OF RULZE
£03 QF THE COMMISSION RULYID AND REGULATICHS: aMUN OTHER
THINGS, CINSIDERATION OF THE ASSIGNMENT CF AN OIL LISCOVERY
ALLOWABLE 10 FACH Z0B: OF A MULTI?IE DISCOVERY WELL BASED ON

-THE [EPTH OF £AIL ZONE FPROM THE SURPACE OF THE GROUNL.

CRLES OF THE COMMISSION
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CASE No. 3711 (Reopenec)
Ordar NO, R=3360

(3) fTnat Case 3711, oricinally hearc Januasry 24, 1968, was
called by the Cil Conservation Commigsion upon {ts own motion to
consider the amendment of Rule 509 of the Commission Rules and
Regqulations and Comsission Form C-109 to permit the production
of the bonus discovery allowable assigned to multipie ¢iscovery
wells to be produced from any Jiscovery zone in any proportion;
and to further amend smaid rulz ¢n ozrmit arplications for the
ponug discovery allowalle to he reard on Jookete other than the
regular pool nomenclaturs docket in ingtances where the applicant
will nrerpepl the evidence,

(4) That Case 37)] hams been recpened by tae 0il (Conservation
Commission on its own nmotion, prior to the issuance of zr: order in
said Case 3711, to hear testinony regarding the amendment of Rule
509 of the Commission Rules and Regulations to allow the ageign-
ment of an oil discovery allowabla to each zone of a multipie
discovery well based on ths depth of said rone from the surface
of the yroundé,

{3) That in order to provide that ¢il discovery allowables
be more eqguitably distributad and to further stimulate the search
and awplovation for rew souvrcus of oll within Lhe boundaries of
Maw Mewico, Rule 509 of the Commiseion Ruleg and Regulations
should be amended to allow the assignuent of an eoil discovery
allowabls to each zone of a aultiple disgcovery weli based on the
depth of said zorne from the svrface of the ground,

{6} That waste would nat v prevented norx corrslative rights
adequataly »roiectes if the Cormmiszsion wers to p2rmit the produce
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CASE No. 3711 {Recpenecd)
Order Ko, R~-3380

all of the second parayraph of gaid Rule 509, gaid paragraph
comuencing with the words "A nultiply completed well . . . ."

(2) That Rule 509 of the Commission Rules and Regulations,
OIL DISCOVERY ALLOWABLE, is hereby amended by deleting therefrom
all of the third paragraph of said Rule 509, said paragraph
| commencing with ths words "0il dimcoveries made . . . ."

(3) That the six:h parawraph of Rule 309 ¢f the Commission
Rules ancd Regulations, QIL DISCOVERY ALLOWABLE, commencinag with
the words "If, in the opinfon . . . . i3 hereby amended to read
in its entirety as followe:

If, in the opinion of the Commigsion statf, j00d cause
exists to bring the pool on for hearing as a discovery, and no
obijection has been receiveé from any other operator, the pool will
be placed on the first available hearing docket for inclusion by
the staffi in its regular pool nomenclature case. If the staff
is not in agreement with the applicant’'s contention that a new
pool has been discovered, or if, within ten days after receiving
| 8 copy of the application another operator files with the loumis-
| slon an objection to the creatiou of a new pool and the assignment
of a discovery allowable, the applicant will be g0 notitied, ang
he will be expectec to presant the evidence supporting his case.
Or, it the applicant so desires, the application wmay be set for
/| separate hearing on other than the nomenclatire docxet for
' presantation ot evidence by the apuiicant.
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1120 S1MMS BLDG. ® P, O, BOX 1992 © PHONE 243667 @ ALBUQUERQUE. NEW MEXICO

BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
January 24, 1968

IN THE MATTER OF:

The hearing called by the 0il
Conservation Commission upon

its own motion to consider
Amendment of Rule 509 of thLe
Commission Rules and Regulations
and Commission Form C-109

CASE NO, 3711

N e N Nt N N N N

BEFORE: Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING




MR, UT4: Case 3711,

MR, HATCH: In the matter of the hearing called
by the 0il Conservation Commission upon its own motion to
consider the amendment of Rule 509 of the Commission Rules
and Regulations and Commissiopn Form C-109 to permit the
pfoduction of the bonus discovery oil allowable assigned to
multiple discovery wells to be produced'fron any discovery
zone in any proportion; and to further amend said rule to
permit applications for the bonus discovery allowable to
be heard on dockets other than the regular pool nomenclature
docket in instances where the applicart will present the
evidence,

George Hatch, appearing on behalf of the Commission
and its staff, 1 have one witness 1 would like sworn at
this time.

(V¥itness sworn.)

MR. UTZ: Are there any other anpearances in
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D AN NUTTER, called as a witness, having
been first duly sworn, was examined and testified as follows:
DIRECT LXAMINATION

BY MR, HATCH:

8] Would vou state your name and position, for the
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record?

A Dan Nutter, Chief FEngineer for the 0il Conservation
Commission,
Q Mr. Nutter, as Chief Engineer for the New Mexico

0il Comservation Commission, is it part of your duties to
make recommendations to the Commission concerning revision of

the Rules of the New Mexico 0il Conservation Commission?

A Yes, sir, it is,

Q Are you familiar with Case 3711 and what it
proposes?

A Yes, 1 am,

Q Would you briefly review the history of Order

R-3105, and make your recommendations concerning the amendments
to the Commission at this time?

A Order No. R-31C5 was entered by the Commission
just a little over a year ago. It established a bonus
discovery oil allowable for wells drilled in the State of
New Mexico. 1t provides for an aliowable of five barrels of
0oil, ip addition to the regular allowabl~, for each foot
of depth from the point of actual drilling to the top of the
perforations in the discovery zone. it provides iuatil
muliiple completions would reccive additional discovery

allowable frow the bottom of the pevforations in the
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uppermost Jdiscovery zone to the top of the perforations in the
lowermost discovery zone, also based five barrels per foot.

The recommended change here today is to permit that this

discovery allowable would not be required to be produced
from the zone that earmed the discovery allowable. I think
one of the most glaring evidences of the need for this revision
is brought about by the only multiple discovery well that

we have had since we have had the discovery allowable rule,
Texas-Pacific Ella Drinkard Well No. 2 made a multiple
discovery. It discovered the Bast Brunson Ellenburger and
that zone received 38,915 barrels at 7783 feet, actual
drilling from the surface to the top of the perforations

in the Ellenburger zone, The operator drilled to the top

of the perforations in the Kllenburger zone, The operator
drilled from the bottom on to the Granite Wash, forty-two
feet of additional drilling and that zone earned 210 barrels,.
The rule itself does not specify that this allowable must

be produced from that zone; however, the form C-109 which
was adopted February 1st, or Sepltember lst, 1966, bas a
certification at the bottom which I will read, "I herehy
certify that all rules aud rvcgulations of the New Mexico

0il Conscrvation Commission have been complied with with

respect to the subject well, and that it is my opinion that




a bonafide discovery of a hereto unknown source of supply
has been made in said well., 1T further certify that the
discovery allowable for the subject well, if authorized,
will be produced from the subject zone in this well only.
Further, that the information given herein and attached

hereto is true and complete to the best of my knowledge and

belief."

So one of thesé‘forms has to be filed for each

of the discovery zones in a well. When the oparator certifies
that be has earned discovery allowable for this zone, for the
zone that he's filing it for, he certifies that{ this allowable
will be produced from this zone only. So in order to

provide some flexibility, and we take this case of this

East Brunson Ellenburger and East Brunson Granite Wash, this

was a geoodfaith discovery made of two zones. Supposing the
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upper zone which received the bulk of the allowable became

Ef marginal early in its life and the lower was a good zone and
Eﬁ had the capacity to produce its discovery allowable, I think
;; the operator should have the flexibility of producing the

L
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B

allowable from the other zone, I suggest that the words
"or other discovery zone" be inserted so that the certification
here would read, "I further certify that the discovery allovable

for the subject well, id auwthorizaod, will be produccd fros




the subject rone or another discovery zone in this well
only.” § bolieve that will provide the flexibility,
There ave probably some problems that will arise as a
result of this amendment in the administration of the
assignuent of allowables to one zone and>then another,
but I think they can probably be worked out,
That's all I have to say with respect to this
portion of the proposed revision.
The other proposed revision is with reference
to the provision in the Rule, the paragraphs aren't numbered --
0 It begins with "If, in the opinion --
A Yes, it's the fifth parvagraph from the end of
the Rule, The prragraph reads -~ it's reciting how an
] operator files for his discovery allowable, Then it goes on
to say, "If, in the opinion of the Commission Staff, good

cause exists to bring the pool on for hearing as a discovery,

b and no objection has been received from any other operator,

T

the pool will be placed on the first available hearing

A o

docket for inclusion by the staff ia its regular pool

nomenclature case. 1f the staff is not in agreement with

Pe

the applicant's contention ihai « new pocl has heen discovered
or if another operator objects to a new pool and the

assignment of an oil discovery allowable, the applicant




will be so notified and he will be expected to present the

evidence supporting his case at the nomenclature hecaring.”
This limits the discovery allowables to the
nomenclature dockets, There have been cases where they
have made discoveries and have come in for pool rules on
one hearing and then in two weeks have to come in at a
nomenclature hearing and have to make two trips to make

their case for discovery allowable. 1 think if we have

the flexibility that if one is to be contested, and the
operator is going to be presenting the evidence, that he
could come in at the earliest hearing, it might be an
examiner hearing or in some cases, it could be a Commission
Hearing, If these could be set at times other than nomenclature
hearings it might ease the administration of the rule. I
don't have specific wording to offer, but it would be very
much along the lines as proposed there on the docket,

Q If no testimony is to be given by the applicant
it would still be heard on the regular nomenclature?

A This is correct, if there is no objection and no
complication and the Commission staff presents it, it would
be included in the regular nomenclature hearing.

Q Do you have anything further to add to your

testimony, Mr., Nutter?
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A No, sir,

Q In your opinion, will the amendment of Order
R-3105, as you have recommended, permit the Commission to
more efficiently administer the Order?

A Yes, I believe it would.

Q In your opinion would those changes cause waste
or violate correlative rights?

A No, they will not.

MR. HATCH: That's all I have.

MR, UTZ: Are there questions of the witness?
Tue witness may be excused,

(Witness Excused.)

MR, UTZ: Are there any statements to be made
in this case?

MR. XELLAHIMN: If the Examiner please, Jason
Kellahin, Kellahin and Fox, Santa Fe, appearing for Standard
011 Company of Texas., Standard Gil Company of Texas is in
support of the recommendations that have been made by the
Commission's witness,

MR, UTZ: Any other statements? We have in the
file a telegram from J, L. hoyt, Juniocr, Pan American

Petroleum, who supports all the rule changes in Cases 3711,

3712 and 3713; a letter from Mobil 0il Company which supports

FRESIYy
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the rule change; a letter from Skelly which supports all the
rule changes.
Any other statements? The case will be taken

under advisement,

¥ ¥ ¥ ¥ %

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, in and for the County
of Bernalillo, State of New Mexico, do hereby certify that
the foregoing and attached Transcript of Proceedings before
the New Mexico 0Oil Conservation Commission was reported by
me, and that the same is a true and correct record to the

best of my knowledge, skill and ability.

WITNESS my hand and seal this 19th day of February, 1968,
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WITNESS

DAN NUTTER

DIRECT EXAMINATION BY MR, HATCH 2
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

CASE No. 3425
Order ¥o. R-3105

IN THE MATTER OF THE HEARING CALLRD
BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER ALL
ASPECTS OF THE POSSIBLE ADOPTION OF
A BONUS DISCOVERY ALLOWABLE FOR THR
STATE OF NEW MEXICO.

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 a,m. on July 13, 1966,
at Santa Pe, New Mexico, before the 0il Conservation Commission
of New Mexico, hareinafter referred to as the "Commisgsion."

NOW, on this_26th _day of August, 1566, the Commission, a
guorum being present, having considered the testimony presented
and the exhibitse received at said hearing, and bheing fully
adviged in the premises,

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

matter thereof,.

(2) That there is reason to balieve that a discovery allow-.

 able will stimulate the search and exploration for new gources

of o0il within the boundaries of New Mexico.
(3) That the adoption of the rules hereinafter designated

and of related Commission Form C-~109, all as hereinafter set out,
is in the interest of conservation.

IT (S THEREFORE ORDERED:

(1} That Section "G" of the Rules and Regulations of the
Commission entitled "OIL PRORATICN AND ALLOCATION" is hereby
amended to include Rule 509 as follows:
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CASE No. 3425
Order No. R-3108

RULE 509. OIL DISCOVERY ALLOWABLE

In addition to the normally assigned allowable, an oil
discovery allowable may be assigned to a well completed as 8 bona
fide discovery well in a new common source of supply. 8aid oil
discovery allowahle shall be in the amount of 3 barrels for each
foot of depth 0f said wall fzom the surface of the ground to the
top of the perforations in the new pool or the depth of the casing
shce, whichever is higher. In countiea where there is no other
current oil production, and in any county when the discovery is
the deepest oll production in the county, the oil diascovary allow-
able shall be 10 berrels per foot of depth.

A multiply completed wall shall be eligible to receive
an oil diacovery allowable for each new oil poel discovered,
provided that the discovery allowable for the uppermost pool shall
be based on the depth from the surface of the ground to the top
of the perforationa, and the discovery allowable for each lower
pool rhall be based on the distance frcem the bottom of the perfora-
tions in the next higher newly diacovered oil pool to the top of
tho perforations in said lowsr pool or to the casing shoe, if
applicable. :

0il discoveries made in old producing wells drilled
daeper or previously abandoned drv holes shall receive discovery
allowables in accordance with the above, except that the depth
measurement shall he from the point actual formation drilling was
commenced rather than from the surface of the ground. Bowever,
any abandoned dry hcle which is re-enteraed and drillsd deeper and
a discovery made within one year from the date of abandonment, may
receive a discovery allowable based on the depth as measured from
the surface of the ground,

Date of discovery to determine the well which should
properly receive the oil discovery aliowable for any new ponl
shall be the date the well (s completed and new oil is run into
stock tanks, provided however, any operator drilling through and
discovering a new oil pool in the course of drilling to a lower
horizon may file an affidavit of such discovery within seven days
- after drill stem tests were made of said pool, accompanying 'said
affidayit with all avajlable pool data, If, prior to completion
- of said well, another operator ‘claims discovery of a similar pcol
‘and there are reasonable groéunds to believe the pools arae one and
tha same, no discovary allowgble will be assigned to either well
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until after the initial well for which the affidavit was filed has
been completed. If at that time the operatar of the initial well
makes formal application for the discovery allowable in said pool,
it will be determined after hearing which well shall receive the
discovery allowable.

To cobtain an oil discovery allowable, the owner of a

discovery well shall file two copies of Commission Form C-109,
Application for Discovery Allowable and Creation of a New Pool,
with the appropriate District Office of the Commission and one
with the Banta Fe office. Each copy of said form shall be
accompanied by the following:

1.

2.

3.

A map depicting all wells within a two-mile radius
of the discovery well. All producing oil and gas
wella and the formations from which they ares pro-

‘dueing o: have produced ara to bhe clearly shown

as wall as all dry holes and the depths te which
they were drilled. Maps shall be on a scale one
inch equals 1,000 feet and shall zlsc indicate the
names of all lessees of record in the depicted area.

A conplete electrical log of the subject well with
the tops and bottoms of producing formations in the
subject well and in nearby wells identified therecn.

If application is based on horizuntal sgeparation,

a sub-surface structural map of the producing
formation{s) for which the discovery allowable is
sought, showing seismic or geological interpreta-
tion of the gubject structure and any troughs,
faults, pinch-outs, etc., which separate the sudbject
well from nearby wella producing from the same
formation(s). '

A geological cross-section prepared from electrical
logs of the subject well and nearby wells establish-
ing horizontal as well as verticai sep~ Lichh I¥Cm
other wells depicted on the plat whic., are producing
or have produced from the discovery formation(s).

A summary of all available reservoir data including
bottom hole pressure data, fluid levels, core analyses,
reservoir liquid characteristics and any other
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pertinernt data on the subject reserooir as wall as
other nearby reservoirs which may help establish .
whether the subject well is in fact a disdovery. '

_ If, in the opinion of the COmmzssion staff,’ good cause
exists teo bring the pool pn for hearing as a discovery, and no

objection has been received from any other operator, tha pool

"will be placed on the first available hearing docket for inclusion
by the staff in its regular pool nomenclature case. If the staff
"is not in acreement with the applicant's contention that a new pool
" has been discovered, or if another operator objects to the creation
of & new pool and the aasignment of an oil discovery allowable, the
applicant will be so0 notified, and he will be. sxpected to present
tho avidence supporting his case at the ncmenclature hearing.

Effective data of a well s dlccovery allowsble will be
7:00 a.m. on the fipst day of the.month next succeeding the month
in which the Commission approvan tHe dilcovory.

‘The total diaccv-rv allowahle at:rlbutablu to each zons

‘ nin the well shall be produced over a two-year period commencing

with the time of authorization. ‘The well's daily allowable for
each pool receiving the diacovery allowable shall not exceed the
daily top unit a}lowable for the pool plus the total pool dis-
‘covery allowable divided by 730 days (731 days it a ‘leap. yoar is
;included).

A discovery well shall be permitted "5 produce only that
volume of gas equivalent to. the applicable limiting gas-oil ratio
for the pocl aultiplied by the top uni. allowable for the pool
‘plus the daily ¢ll discovery aliowable.: In addition to all other
~ statewide rules not spaJif. .cally excepted herein, the proviasions
of Commission Rula 502 relating to daily tolerance, wonthly toler-

- ance, and- underproduction and overproduction, shall apply to oil
discovery allowables as well as to regular allowables for dis-
zcovery wells, : :

e Nothing herein contalned shall be construed as prohibit-
- .ing the Commission from curtalling the discovery allowables of

" wells during times af depressed market demand, provided howdver

such discovery - alrcwableﬁ shall be reinstated for production dt
the earliest possible date. Further, when it appears rescirvo:iy
dawage or vaste might result from production of the ail discovery
allowable within the normal two~year period, tha Commission nay,

" aftér notice and hearing, extend said period.




Y
CASE No. 342%
Order No. R-3105

(2) That Section "“M" of the Rules and Regulations of the
Commigsion entitled "REPORTS" is heraby amendad to include Rule
1109 as follows:

- RULE 1109: APPLICATION FOR DISCOVERY ALLOWABLE AND CREATION
OF A NEW POOL (Form C-109)

Form C-109, when applicable, shall be filed in accore
dance with Rule 509, ’

(3) That Porm C-109, Application for Discovery Allcwable
and Creation of a New Pool, (a copy of which is attached hareto
and made a part hereof as Exhibit "A™) is haereby approved.

(¢) That Rule 1100-D of the Commission Rules and Regulations
is hereby amended to inalude Porm C-109, Application for Discovery !
Allowable and Creation of & New Pool, |

(5) That the provisions of this order shall be limited to j
oil pools discoveraed after September 1, 1966,

{6) That jurisdiction of this cause i= retained for the
entry of such further orders as the Commission may deem neces-

sary.
DONE at Santa Fe, New Mexico, on the day and year hereinabove P
f designated. _ |
i .
5 " §TATE OF NEW MEXICO
: 'OIL CONSERVATION COMMISSION
K ‘ JACK M. CAMPBELL, Chairman
:' 4(-\\ i
L GUYTON B, HAYS, Member
e "h, L. PORTER, Jr., Member & Secretary
SEAL
esr/




ACOPIeQ 1e.slu

NEW MEXICO Ol CONSERVATION COMMISSION
APPLICATION FOR DISCOVERY ALLOWABLE ARD CREATION OF A NEW POOL

Note: This form Is o be filed and ettachments made in accordance with the pravisions af Rule 309, [ diacovary
I8 clgimed lor mare then one rons, seporate forms must be filed tor sach.

OPERAT. " ADDRESS

LEASE NAME WELL NO. COUNTY

WELL LOCATION
UNIT LETTER_, i WELL IS LOCATED, FEET FROM THE __LINE AND FEET

TROM THE LINE OF SECTION . TOWNSHIP ,» RANGE . NMPM
SUGGESTED POQL NAMES (List in order of preference)

1 2.
NAME OF PHODUCING FORMATION [ PERFORATIONS

S " o . ’
HI \P‘AVII 9 rlf)‘w‘“i"ﬂy IF YES, GIVE DATE OF FILING | DATE WELL WAS SPUDDED DATF COMPL, READY TO PROD)
F DEPTH B PTH ELEVATION (State whather Gr.,

\\l l l INCTHIN POOL?
DF, RKB, RT, et

s

DATE OF FILING FORM C-104

TOTAL DELH

.. e . BOLS, OIL PER DAY BASED ON.___._BBLS N HOURS; BBLS WATER PER DAY BASED ON BBLS

’ GAS-OIL MZTIIOD OF CHX,
[ N HOURS: GAS PRODUCTION DURING TESTY ECF: RATIOY e PRODUCING: S2E
w

NEAREST PRODUCTION TO THIS DISCOVERY {INCLUDES PAST AND PRESENT OIL OR GAS PRODUCING AREAS AND ZONES WHETHER THIS
DISCOVERY 1S BASED ON HORIZONTAL QR VERTICAL SEPARATION)

POOL NAME NAME OF PRODUCING INFOR. TOP OF PAY BOTTOM OF PAY CURRENTLY
PROCUCING?

1IORIZONTAL DISTANCE AND DIRECTION VERTICAL DISTANCE FROM

FROM SURBJECT DISCOVERY {E‘LL TO THE %‘B E v NE TO

NEAREST COMPARASLE PRODBUCTION (INCLUDES PAST AND PRESENT OIL OR GAS PRODUCTION FROM THIS PAY OR
I'ORMATION ONLY): )
POOL NAME TOP OF PAY BOTTOM OF PAY CURRENTLY
PRODUCING?

HCRIZONTAL DISTANCE AND DIRECTION

! FROM SUBJECT DISCOVERY W
| E1ON SUBJECT DISCOVERY WELL TO THE

i rAsL M%T}'a{’{: nmél;" ;%ovs&v IF YES, GIVE NAME, LOCATION, AND DEPTH OF NEXT DEEPEST OIL PRODUCTION
1| SUBIECT DISCO IN THIS COUNTY
IS THE SUBJECT WELL A 1S mscgvsg\r Ali:LOWAgLE m n:s. ng
MULTIPLE COMPLETION? ANY E »S’QEZ;’O "Olu ,mons
LIST ALL OPERATORS GWNING LEASES WITHIN ONE HMILE OF THIS WELL (ATTACH ADDITIONAL SHEET |7 N2CESSARY)
NAME ADDRESS
oo
o
O .
ATTACH EVIDENCE THAT ALL OF THE ABOVE OPERATCRS HAVE BEEN FURNISHED A COPY OF THIS APPLICATION. ANY OF

SAIO OFERATORS RHO INTENDS TO OBJECT TO THE DESIGNATION OF THE SUBJECT RELL AS A MS(,’O‘.'KHY Lett. ELICIBLE
TO RECEIVE A DISCOVERY ALLORABLE MUST XOTIFY THE APPROPRIATE DISTRICT OFFICE AND TUE SANTA Fo QFFICE OF
THE COVMISSION OF SUCH INTENT IN RRITING BITHIN TEN DAYS AFTER RECEIVING A COPY OF THIS APPLICATION,

REMARKS:

CERTIFICATION
I HEREBY CERTIFY THAT ALL RULES AND REGULATIONS OF TRE NEB MEXICO OILL CONSERVATION COMMISSION HAVE BREN
COMPLILD MTH RESPECT TG THE SUBJECT WELL, AND THAT IT ISMY OPINION THAT A 3ONA FIDE DISCOVERY OF A HITUER-
TO UNKNOTN COMMON SOURCE OF OIL SUPPLY FAS BEEN MADE IN SAID BELL. ! FUWINTR CERTIFY THAT THE DISCOVERY
ALLOWABLE FOR THE SUBJECT RELL, iF AUTHORIZED, REL]L BE PRODUCED FROM THE SUBJECT ZOKE IN THIS RELL ONLY.




Docket No. 3-68

DOCKET: EXAMINER HEARING - WEDNESDAY - JANUARY 24, 1968

9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE RCOM,

STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

The following cases will be heard before Daniel S. Nutter, Examiner, or
Elvis A. Utz, Alternate Examiner:

CASE 3704

,

/

/
CASE 3711:

CASE 3712:

CASE 3713:

CASE 3714:

(Continued from the December 20, 1967, Examiner Hearing)

Application of New Mexico Salt Water Disposal Company, Inc., for
salt water disposal, lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to dispose of produced salt
water into the Bough "D" zone of the Pennsylvanian formation in
the perforated interval from 9844 to 9875 feet in its Ainsworth
Well No. 1 located in Unit H of Section 19, Township 9 South,
Range 34 East, Vada-Pennsylvanian Pool, Lee County, New Mexico.

In the matter of the hearing called by the 0il Conservation
Commission upon its own motion to consider the amendment of Rule
509 of the Commission Rules and Regulations and Commission Form
C-109 to permit the production of the bonus discovery o0il allow-
able assigned to multiple discovery wells to be produced from
any discovery zone in any proportion; and to further amend said
rule to permit applications for the bonus discovery allowable to
be heard on dockets cother than the regular pool nomenclature
docket in instances where the applicant will present the evidence.

In the matter of the hearing called by the 0il Conservation
Cormmission upon its own motion to consider the amendment of
Rule 701 of the Commission Rules and Regulations and secon-
dary recovery Orders Nos. R-1244, R-1311, R-1456, R-2470,
R-1505, R-2064, R-2178-B, R-2268-A, R-2269, R-2403, R-2541,
R~2622, R-2664, R-2700, and R-2795, to delete therefrom all
references to the State Engineer or the State Engineer Office.

In the matter of the hearing called by the 0il Conservation
Comrission upon its own motion to consider the amendment to
Rule 103 of the Commission Rules and Regulations to require
that well identification signs for wells drilled hereafter
shall designate the location of said wells by quarter-quarter
section rather than quarter section as now reguired.

Application of Continental 0il Company for a dual compielion,
Lea County, Mew Mexico. Applicant,in the above-styled cause,
seaks authority to dually complete its State "O" Well No. 1
located irn Unit F of Section 16, Township 17 South, Range 32
East, Lea County, Mew Mexico, in such a manner as to permit
the production of gas from the perforated interval 3140 to
3160 feet, iMaljamar=Queen Gas Porl and the injection ol water
for secondary recovery purposes into the Grayburg-San Andres
formations 4in the interval from 3700 to 4050 feet through
parallel strings of 2-inch tubing.
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January 24, 1968, Examiner Hearing Docket No. 3-68
CASE 3715: Application of Gulf 0il Corpcration feor an amendment to Order

CASE 3716:

No. R-~3345, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks the amerdment of Order No. R-1345, which
order autherized the Gulf Stuart lLanglie Mattix Unit Waterflocd
Project. Applicant proposes to substitute the Stuart "B" Well
No. 2 located in Unit I and the Stuart "C" Well No. 3 located in
Unit K as water injection wells in said project in lieu of the
Stuart "A" Well No. 1 located in Unit J and the Stuart "D" Well
No. 4 located in Unit L, all in Section 10, Township 25 Scuth,
Range 37 East, Langlie-Mattix Pool, Lea County, New Mexico.

Application of Carter Foundation Production Company for salt
water disposal, Lea County, New Mexico. Applicant, in the above-
styled cause, seeks authority to dispose of produced salt water
into the Ellenburger formation tirrough the perforated interval
from 9580 to 9680 feet in its E. C. Hill "E" Federal Well No. 5
located in Unit B of Section 35, Township 23 South, Range 37 East,
Teague-Ellenburger Pool, Lea County, New Mexico.

CASE 3651 (Reopened):

CASE 3717:

CASE 3718:

Application of Tenneco 0il Company for an amendment to Order

No. R-3315, Lea County, New Mexice. Applicant, in the above-
styled cause, seeks the re-opening of Case No. 3651 and the amena-
ment of Order No. R-3315 entered therein which order promulgated
temporary pool rules for the Morth Morton-Pennsylvanian Pool,

Lea County, New Mexico, including the establishment of 80-acre
proration units for a period of one year. BRApplicant now seeks

the amendment of said order to provide for 160-acre spacing and
prcration units on a temporary basis.,

Application of Aztec Oil & Gas Company for a dual completion and
salt water disposal, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the authority to dually complete its
State "AJ" Well No. 2 located in Unit N of Section 1, Township

18 South, Range 36 East, Arkansas Juncticin-San Andres Pool, Lea
County, New Mexico, in such a manner as to permit the production

of oil from the Upper San Andres formation in the interval from
5047 to 5079 feet and to permit the disposal of produced salt water
in the Lower San Andres formation in the interval from 5430 to 5462
teet through parailel strings of 2-inch tubing.

Application cf Cabot Corpurdation for salt water disposal, Lea
County, New Mexico. BApplicant, in the above-~styled cause, s5eeks
autheority to dispose of produced salt water in the Wolfcamp,
Pennsylvanian, Mississippian, and Devonian formations in the
overall interval from 940% tc 12,089 feet in its H. L. Lowe "C"
Well Ho. 1 located in Unit N of Section 26, Township 13 South,
Range 37 East, King-Devonian Pool, Lea County, MNew Mexico.




Mobil Oil Corporation po sox&n

MIDLAND, TEXAS 73701

January 19, 1968

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

case(3711)- JANUARY 24, 1968
HEARTNGON COMMISSION PROPOSED
AMENDMENTS PERTAINING TO STATE-
WIDE DISCOVERY ALLOWABLE RULE 509

Gentlemen:

Mobil 0il Corxporation, an operator in the State of New Mexico, supports
the Commission’s proposed action in regard to amending Statewide Rule
No. 509, The Commission's proposed amendments will give the rule mean-
ingful flexibility while maintaining necessary regulatory control.

Yours very, truly, )
wz}, MM'/
Fred S. Wright, Jr.

BJT/vp Producing Manager

R .
AT i .
TR Uit o

B Jw 23 AU N




SKELLY OIL COMPANY

P. O. ROX 1850
PRODUCTION DEPARTMENT TULSA, OKLAHOMA 74102

C. L. BLACKSHER, VICE PRESIDENT

January 18, 1968

W. P. WHITMORE, MGR: PRODUCT!ON
W. D. CARSON. MGR. TECHNICAL SERVICES
BARTON W. RATLIFF. MGR. JOINT OPERATIONS

GEORGE W. SELINGER. MGR CONSERVAYTION o —
7 .

Re: Case No.@;l})
Bearing -~January 24, 1968

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

Attention: Mr. A. L. Porter, Jr., Secretary-Director
Gentlemen:

This is to advise that Skelly 0il Company concurs in the proposal to
amend the discovery allowable rule so as to permit the production of the
bonus discovery oil allowable assigned to multiple discovery wells to be
produced from any discovery zone in any proportion, and further, to permit
applications for the bonus discovery allowable to be heard on dockets
other than the regular pool nomenclature docket in instances where the
applicant will present the evidence.

Yours very truly,

RJJ:br

Cra et
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Ctrass or Service

WESTERN UNION =

NL = Nighe Letter

W. P, MARSHALL I EG R. W. McFALL
CHAIRMAN OF THE BOARD PRESIDENT L rational
&

This is o fast menaige
unless its defetred char-
acter is indicated by the

proper symbol. \ T"L r T legram
__._____/
The filing time shown in the date line on domcstic ldqnms is LOCAL TIME at point of origin. Time of teceipt is LOCAL TIM (35 ) “ lorination
| ]
LA129 NSA384%

NS FWB233 PD=FAX FORT WORTH TEX 23 220Pp@siess ™ T30
:A L PORTER JR SECRETARY AND DIRECTOR NEW MEXICO OiL
CONSERVATION COMMISSION=
STATE LAND OFFiCE BLDG SANTA FE NMEX=.

PAN AMERICAN PETROLEUM CORPORATION HAS NO OBJECTION TO
THE PROPOSED CHANGES IN STATEWIDE RULES 1035 509 AND
701 AS CONTAINED IN THE NEW MEXICO OiL CONSERVATION
COMMISSION HEARING DOCKET FOR JANUARY 24,‘ féghet -
J L HOYT JR PAN AMERICAN PETROLEUM OPRP=
wiﬂy 23 PH 2 ol

e

=103 509 701 24 1968= (N

W20l 2en THE COMPANY WILL APPRECIATE SUGGESTIONS FRQM ITS PATRONS CONCERNING ITS SERVICE




ez WESTERN UNION sz

DL =Day Letter
scter is indicated by the W. P. MARSHALL

TELEGRAM "
proper symbol. CHAIRMAN OF THE BOARD Y
®

PRESIOENT

_Internsc ional
LT= Leteer Telegram

The ling time shown in the date line on domestic telegrams is LOCAL TIME at point of origin. Time of receipt is LOCAL TIME at point of de

(401},
"LAZ4 NSA643 T ta0T)

| NS MDAOB3 PD=MIDLAND TEX 16 356P CST= -
O1L CONSERVATION COMMISSION=

100G W BROADWAY HOBBS NMEX=

CONCERNING CASE 3711 AND ORDER R=3105 PERTAI NING TO
DISCOVERY ALLOWABLES IN NEW MEX1

CO TeXACO inCy CONCURS

WITH THE PROPCSAL TO ASSIGN DISCOVERY ALLOWABLE TO EACH
DISCOVERY ZONE OF MULTIPLY COMPLETED WELLS BASED UPON
THE DEPTH OF SAID ZONE FROM GROUND LEVELe THIS WILL

PROVIDE ADDITIONAL INCENTIVE STIMULATING THE SEARCH FOR
NEW SOURCES OF OIL IN NEW MEXICO=

}ﬂ J H MARKLEY-DO VISIiON MANAGER=

WOI22Y (1R2-65)

THE COMPANY WILL APPRECIATE

SUGOGESTIONS FROM TS PATRONS CONCERNING (TS SERVICE
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DOCKET: REGULAR HEARING - WEDNESDAY - APRIL 17, 1968

OIL CONSERVATION COMMISSION -~ 9 A .M. - THE HOLIUAY INN, 200 33UTH LINAM,
HOBBS, NDW MEXICO

ALLOWABLE: (1) Consideration of the o0il allowable reor May, 1968;

(2) Consideration of the allcwable producticn of gas for May,
1968, rrom thirteen provated pools in Lea, bBddy, and
Roosevelt Counties, Mew Mexico. Consideration of the allow-
able production of gas from nine prorated pools in San Juan,
Rio Arraiba and Sandcval Cuunties, New Mexico, for May, 1968.

CASE 3745: Application of Humble Qil & Refining Company for a unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the North wWhite City Unit Area comprising 5114
acres, more or less, of Federal, State, and Fee lands in Township
23 South, Ranges 25 and 26 Fast, Eddy County, New Mexico.

CASE 3746: Application of Atlantic Richfield Company for & unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks approval of the Cawley Unit Area comprising 4,480 acres,
more or less, of Federal and State lands in Township 22 South,
Range 22 East, Eddy County, New Mexico.

CASE 3747: Application of Depco, Inc. for an amendment to Order No. k-2869,
Eddy County, New Mexico. Applicant, as successor to Internaticnal
0il & Gas Corporation, seeks the amendment of Order No. R-2869 tc
substitute its Dunn "B" Well No. 5 in Unit I of Section 1l and its
Durn "B" Well No. 6, and Dunn "A"™ Well No. 1 located in Units M
and G, respectively, of Secticon 12 for its Dunn "B™ Wells Nos.

15, 19, and 21 which were included in the originally authorized
water injection wells for a waterflood project avthorized by saigd
order in Township 18 South, Range 28 East, Artesia Pool, Lddy
County, New Meriro.

”

CASE 37

ot
[

:  f{Recpened):

In the matter ¢f Case No. 3711, origirally heard January 24, 1968,
and in which no order has yet been entered, beiny reopened on the
motion of the Commission to hear additional testimony regarding
the amendment of Rule 503 of the Commission Rules and Regulations;
among cther things, thz Ccmmission will consider the assignment
of an 0il discovery allowable tc each zone of a multiple dis-
covery well hased on the depth cf said zone from the surface ol
the ground.

CASE 3748: Southeastern New Mexico nomenclature case calling for an order
for the creation, extension, abolishment, contraction and re
definition of certain pools in Chaves, BElddy, Lea and Roosevel:

»

Counties, lew Mexicu.
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(a) Create a new pool 1ot Paay County, New Mexico, classified as
a gas pool for Upper Pennuylvianuan production and designated as
the Antelope Sink-Upper Penrnsylvanian Gas Pool. The discovery
well is Marathon 0il Company, Antelope Sink Unit No. 1, located
in Unit G of 3Section 18, Township 19 South, Ran7c 24 Tast, NMPM.
Said pool. should comprize the following described acreage:

TONNSHIP 19 SCUTH, RANGE 24 EAST, NMPM
SECTION 18: N/2

(b) Create a new pocl in Eddy County, New Mexico, classified as

an oil pocl for Dslaware production and designated as the Big
Eddy-Delaware Pcol. The discovery well is Pan American Petroleum
Corporation, Big Eddy Unit No. 11, located in Unit I of Section 7,
Township 20 South, Range 31 East, NMPM, Said pool should comprise
the following described acreage:

TOWNSRIFP 20 SOUTH, RANGE 31 EARST, NMPM
SECTION 7: NE/4 SB/4

(¢) Create a new pool in Lea County, New Mexico, classified as
an oil pool for Abo production and designated as the House-Abo
Pool. The discovery well is Pan American Petroleum Corpordtion,
Howse "C"™ No. 1 lccated in Unit H of Section 11, Township ?C
South, Range 38 East, NPMM. Said pocol should comprise the fol-
lowing described acreage:

TOWNSHIP 20 SCUTH, R"NGE 38 EAST, NMPM
SECTION 11: NE/4

(d) Create a new pocl in Eddy County, New Mexico, classified as a
gas pool for Mcrrow production and designated as the Huapahce-
Morrow Gas Pool. The discovery well is Humble 0il & Refining
Company, Huapache Unit No. 10, jocated in Unit F of Section 19,
Township 23 South, Range 22 Bast, NMPM. Said pool should comprise
the fcllowing described dcreage:

TOWNSHI? 22 SOUTH, RANGE 22 EAST, NMPM
SECTION 10: N/2

(e) Create a new pool in Lea County, New Mexico, classified as an
oil pool for Tubb Drinkard preoduction and designated as the
Imperial Tubb-Drinkard Pcol. The discovery well is Brouco 0il
Corporation, . C. [Jill TAM No. %, lncated in Unit O of Section
27, Township 23 Sputh, Range 37 East, NMPM. $Said pool should
comprise The following described acreage:

TOWNSHIP 23 S5CUTY, RANGE 37 E&ST, NMPM
SENTTON 27 SE/E

(f) Contract the Cave -Grayburg Pool in Eddy County, New Mexico,
by the deletion of the foilowing described acreage:

TOWKSHIP 17 SGST:1, RRNGE 29 FAST, NMEM

h

SECTHION 150 Tnw/Y
SECTICN 17: JE/4
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to include therein:

Docket No. 11-68

(g) Extend the Grayburg-Jackson Pool in Eddy County, New Mexico,

TOWNSHIF 17 SOUTH, RANGE 29 EAST, NMPM

SECTION 1o:

N/2 and SW/4

(h) Extend the Wes% Breonco-lewonian Pool in Lea County, New
Mexico, to include therein:

TOWNSHIP 13 SOUTH, RANGE 38 EAST, NMPM

to include therein:

SECTION 6:

SW/4

(i) Extend the East Brunson-McKee Pocl in Lea County, New Mexico,

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM

SECTICON

23:

SW/4 SE/4

(j) 2bolish the Middle Lane Permo-Pennsylvanian Pool in Lea
County, New Mexico, described as:

TOWNSHIP 10 SOUTH, RANGE 33 EAST, NMPM

SECTION
SECTION
SECTION
SECTION
SECTION
SECTION
SECTICON
SECTION
SECTION

described area:

3:

10:
11:
13:
14:
15:
22:
23:
z4:

SE/4

E/2

All

S/2

All

E/2 NW/4, NE/4, and S/2
W/2 and NE/4

N,/2 and N/2 SW/4

Nw/4, N/2 SW/4, and SE/4

(k) Extend the Inbz Permc-Pennsylvanian Pool in Lea County,
New Mexico, to include the area described above from the abolished
Middle Lane Permo-Pennsylvanian Pool and also the following

TONNSHIP 0 SCUTH, RANGE 33 EAST, NMPM

to incluce thereirn:

SECTTON

() LExtend the McMiil-

3

SECTION 22: SE/4
SECTICN 27: N/2
TOWNSHIP 11 S50UTH, RANGE 33 EAST, NMPM
SECTION 25: NE/4
(1) Extend the Worth Indian Hills-Morrow Gas Fool in Bady

County, New Mexico, to include therein:

TONNSHTP 21 SUUTH, RANGE 24 BAST, MMPM

ATh

vi-dcerow Gas Pool in Bddy Councy, New Mexico,
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TOWNSHIP 20 S0UTd, RANCE 26 FAST, NMPM
SECTION 24: All

{(n) Extend the Tatum-Welfcamp Pool in Lea County, New Mexico, to
include therein:

TOWNNSHIP 13 SOUTH, RANGE 36 EAST, NMPM
SECTION 5: NE/4

(o) Extend the Teague-Blinebry Pool in Lea County, New idexico,
to include therein:

TOWNSHIP 23 SOUTH, RANGE 37 EAST, NMPM :
SECTION 33: NE/4

(p) Extend the Todd-Lower San Andres Pool in Roosevelt County,
New Mexico, to include Therein:

TOWNSHIP 7 SOUTH, RANGE 36 EAST, NMPM
SECTION 29: Nw/4
SECTION 32: NW/4

(q) Extend the Twin Lakes-San Andres Pool in Chaves County,
New Mexico, to include therein:

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM
SECTION 36: N/2 NwW/4

(r) Redefine the vertical limits of the Cedar Hills-Wolfcamp
Gas Pool in Eddy County, New Mexico, which comprises:

TOWNSHIP 21 SOUTH, RANGE 27 EAST, NMPM
SECTION 15: SE/4

to be the Upper Pennsylvanian formatiorn rather than the Wolfcamp
formation and rename said pool Cedar Hills-Upper Pennsylvanian
Gas Pool.

Externd said Cedar Hills-Upper Pennsylvanian Gas Pool to include
therein:

TOYUNSHIP 21 SOUTH, RANCE 27 EAST, NMPM
SFOTION 15: NE/4

(s) Contract the Monument (Grayburg-3an Andres) Pool in Lea County,
New Mexico, by the deletion of the following-described acreage:

TOWNSHIP 20 SCUTH, RANGE 37 EAST, NMPY

SECTION 19: /2 NE/4
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(t) Extend the Eunice (Grayburg-San Andres) Pool in Lea
County, New Mexico, to include therein:

TOWNSHIP 20 SCUTH, RANGE 37 EAST, NMPM
SECTION 19: N/2 NE/4

Northwestern New Mexico nomenclature case calling for an
order for the extension of certain pools in San Juan, Rio
Arriba, Sandoval, ard McKinley Counties, New Mexico:

(&) Extend the Aztec~Pictured Cliffs Pool boundary in
San Juan County, New Mexico, to include therein:

TOWNSHIP 29 NORTH, RANGE 10 WEST, NMPM
SECTION 11: SW/4
SECTION 13: SE/4

(b) Extend the Blanco-Pictured Cliffs Pool boundary in
San Juan County, New Mexico, to include therein:

TOWNSHIP 29 NORTH, RANGE 8 WEST, NMPM
SECTION 7: S/2
SECTION 8: N/2

TOWNSHIP 30 NORTH, RANCE 8 WEST, NMPM
SECTION 18: S/2

SECTION 30: §/2

SECTION 31: NW/4

TOWNSHIP 30 NCRTH, RANGE 9 WEST, NMPM
SECTICN Z5: §/2
SECTION 30: W/2

(c) Extend the Soutn Blancc-Pictuced Cliffs Pool toundary
in Rio Arriba, Sandoval, and San Juan Counties, New Mexico;
to include therein:

TOWNSHIP? 25 NORTH, RANGE S WEST, NMPM
SECTION 35: All

(d) Extend the Tapacito-Pictured Cliffs Pool boundary in
Rio Arriba County, New Mexico, to include therein:

TOWNSHIP 25 NORTH, RANGE 3 WEST, NMPM
SECTION 6: SwW/4

TOWNSHIP 27 NORTH, RANGE 3 WEST, NMPM

SECTION 30:  SW/4
ECTION 31: W%/2 and SE/4
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(e) Extend the Otero-Chacra Pool boundary in Rio Arriba
Covnty, New Mexico, to include therein:

TOWNSHIP 25 NORTH, RANGE 5 WEST, NMPM
Section 6: W/2

Section 7: All

Section 19: NW/4

TOWNSHIP 25 NORTH, RANGE 6 WEST, NMPM 4
SECTION 2: ALl 1
SECTION 3: S/2 |
SECTION 4: All |
SECTION S5: N/2 |
SECTION 9: N/2 1

1

ALL OF SECTIONS 10, 11, AND 12

SECTION 13: W/2 and SE/4

SECTION 14: AlL

SECTION 15: E/2

SECTION 22: E/2

SECTION 24: NE/4 |

TOWNSHIP 26 NORTH, RANGE 6 WEST, NMPM |
SECTION 29: SE/4 |
SECTION 31: S/2
SECTION 32: All
SECTION 33: W/2
SECTION 35: All

(f) Extend the Blanco-Mesaverde Pool boundary in Rio
Arriba and San Juan Counties, New Mexico, to include
therein:

TOWNNSHIP 26 NORTH, RANGE 5 WEST, NMPM
SECTION 15: N/2

TOWNSHIP 28 NORTH, RANGE 9 WEST, NMPM
Section 30: W/2

TOWNSHIP 28 WORTH, RANGE 10 WEST, NMPM
SECTION 25: N/2

(g) Extend the Sauth Hospah-lower Sand (il Pocl boundary
in MeXinlev County, New Mexico, to include therein:

TOWNSHTP 17 NOKTH, RANGE 8 WEST, NMFM
SECTION 7: NW/4 NE/4

TOWNSHIP 17 NORTH, RANGE 9 WEST, NMPM

SECTION 12: NE/4, E/? Wi/%, and SW/4 Nw/4




-7-

Docket 11-68

Reqular Hearing - April 17, 1968

(h) Extend the South Hospah-Upper Sand 0il Pool boundary
in McKinley County, New Mexico, to include therein:

TOWNSHIP 17 NORTH, RANGE 9 WEST, NMPM
SECTION 12: SwW/4 Ni/4

(1) Extend the Tapacito-Gallup Associated Pool boundary in
Ric Arriba County, New Mexico, to include therein:

TOWNSHIP 26 NCRTH, RANGE 5 WEST, NMPM
SECTION 26: All

(3) Extend the Slick Rock-Dakota 0il Pool boundary in San
Juan County, New Mexico, to include therein:

TOWNSHIP 30 NORTH, RANGE 17 WEST, NMPM
SECTION 36: N/2 SE/4 & SE/4 NE/4

(k) Extend the Tocito Dome-Pennsylvanian D 0il Pool boundary

in San Juan County, New Mexico, to include therein:

TOWNSHIP 26 NORTH, RANGE 18 WEST, NMPM
SECTION 22: OW/4
SECTION 27: Nw/4
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MR, PORTER: The Commission will take up next

a reopened case, 3711,

MR, HATCH: Case 3711 Reopened, In the matter
of Case No, 3711, originally heard January 24, 1968,
and in which no order has yet been entered, being reopened
on the motion of the Commission tc hear additional
testimony regarding the amendment of Rule 509 of the
Conmission Rules and Regulations, among other things, the
Commission will consider the assignment of an oil
discovery allowable to each zone of a multiple discovery
well based on the depth of said zone frcam the surface of
the ground,

George Hatch appearing on behalf of the Commission
and staff., I have one witness I would like to have sworn
at this time,

(Witness sworn)

DANIEL NUTTER

called as a witness, having been first duly sworn was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, HATCH:

Q Will you state your name and position for the

recora?




A Dan Nuttexr, Chief Engineer for che 0il

Conservation Commission,

Q Mr. Nutter, as Chief Engineer for the New
Mexico 0il Comservation Commission is it one of your
duties to make recommendations to the Commission concerning
revision of rules of the Commission?

A Yes, sir, it is,

Q Are you familiar with Case 3711 as it's being
reopened and what is proposeG?

A Yes, sir, I am,

Q What does it propose, I mean, what rule --

A It's proposed that Rule 509 of the Commission
Rules and Regulations be amended at this hearing,

Q Will you briefly review the history of Rule
509 for the Commission?

A Yes, sir, After hearing on July 13, 1966 the
Commission by Order No. R-3105 dated August 26 of that year
adopted Rule 309 authorizing an oil discovery allowable
to each well making a bonafide discovery of a new oil pool
aftex September 1, 1966,

Q In general terms, what does Rule 509 provide?

A The rule provides that the discovery allowable

would be equal to five barrels of oil from the surface of




the ground to the discovery zone in a discovery well with

the allowable to be produced in addition to the regular
alicwable for a well over a two-year period, thus a well
makinq a discovery at say, 10,000 feet would receive a
bonus allowable of 50,000 barrels in addition to the regular
allowable during the first two years of the well's producing
life, In counties where there was no previous oil
production or in the instance of the deepest well in a
county tne bonus would be ten barrels a foot,.

Q Did Rule 509 make any provision for multiply
completed wells?

A Yes, sir, it does. The discovery allowable
rule as adopted in August of 1966 provides that in the
case of multiple completion discoveries or where one
well discovers more than one pool on the way down, the
discovery allowable for the upper zone 1is computed on the
distance from the surface of the ground to the top of the
upperrcost discovery zone, while the discovery allowable
for the lower pool is based on the additional distance
drilled from the bottom cf the upper pay to the top of the
lower pay. It is further provided in the rule that the

alliowable earned by each zone and assigned to each zone

could be produced by that zone only in that well only,
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Q Now, as the case today is the reopening of

Case 3711 will you review for the Commission what has
taken place before today?

A Yes, sir, Case 3711 is being reopened today:
it was originally heard in January of 1968, Now, the
call of the hearing in January of 1968 was among other
things to amend Rule 509 to permit the allowable assigned
to each of the zones in a multiple discovery well to be
produced from either zone in any proportion, I testified

at that hearing and recommended that the rule be amended

to provide that the allcwable could be produced from either

zone in any proportion but with sume sort of limitations

to prevent reservoir damage,

Q Why did you make such a recommendation in January?

A Well, during the first year that we had the

discovery allowable, we had only one instance of a multiple

discovery well, but in this well it really pointed up

the deficiency of the rule as it's currently on the books,
Texas Pacific 0il Company made a multiple discovery in it$
Ella Drinkard Well No, 2 down in Section 25 of Teownship

22 South, Range 37 East of Lea County., This well made

a discovery in the Gllenburger zone at 7,783 feet and then

it went on down to discover a new pool in the Granite Vash




43 feet below the base of the Ellenburger, The Ellenburger
zone received a discovery allowable of 38,915 barrels and
the Granite Wash zone received a discovery allowable of 210
barrels, 1In a situation like this, you can very well
have the upper zone fall off and become marginal early
in the life of the well and not be able to make the
discovery allowable because of the physical capacity of
the well; however, the other zone could be a strong zone
but still not be able to make the discovery allowable for
the well because of thé way the rule is written so for
that reason and to provide some flexibility in production
of the allowable we recommended in January that the rule
be revised to permit the production from either zone of
the discovery allowable subject to, as I mentioned before,
a limitation to prevent reservoir damage,

Q Mr, Nutter, has an order issued as a result of
that hearing in January?

A No, sir, we have not entered an order in that
case,

Q Would you make the same recommendation that you
made in Januvary?

A No, sir, I would not,

Q Why not?




A Well, I believe this will be self-evident as
we get into the following proposed amendment that 1've
got here today. 1In order to liberalize the bonus
allecwable and to further encourage discoverf drilling
it is felt that the allowable should be applicable from
the surface of the ground down to the discovery zone,
Now, this would be true in each well, regardless of whether
it's a multiple discovery or what, In the case of a
multiple discovery well we would suggest that the allowable
be applied from the surface of the ground down to each
of the discovery zones, The allowable assigned to each
zone would be substantial, for example, a well which makes
a dual discovery say, in the Pennsylvanian zone at 10,000
feet and in the Devonian zone at 12,000 feet would receive
50,000 barrels for the upper zone and 60,000 barrels for
the lower zone or a total of 110,000 barrels of discovery
allowable, Formerly, and the way the rule is written now,
this well would receive a discovery allowable of 50,000
for the upper zone and 10,000 for the lower zone for the
additional two thousand feet of drilling or a total
discovery allowable of 60,000 barrels,

In most instances you could divide the 60,000 barrels

up into some odd proportion and permit the better zone to




make the allowable without hurting the well or hurting
either reservoir; however, to permit one zone to make the
110,000 barrels in addition to its regqular allowable is
far more likely to damage the reservoirs or one of the
reservoirs and possibly result in waste and for this
reason I don't recommend that we have this flexibility
that we recommended in January,

Q But you are recommending today that Rule
509 be amended so as to allow the assignment of an oil
discovery allowable toc each zone of a multiple discovery
well based on the depth of said zone from the surface
of the ground?

A Yes, sir, I am,

0 How do you propose Rule 509 be amended to
accomplish that result?

A Well, I have handed to the Commission copies
of Rule 509 identified there at the top there as proposed
amendment and there are two paragraphs that are deleted

from the existing rule,

Q Now, you also handed tha&Commission the
old 509?
A Yes, sir, I have handed the Comuission also

copies of Order Mo, 3105 which promulgated Rule 509 and
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the two paragraphs that are being suggested for deletion
read ags follows. The Commission has the proposed rule,
they also nave the existing rule, but for the benefit
of those that don't have them in their hands I will
read the paragraphs that would be deleted under the proposal
that we are making here today. Paragraph 2 of Rule 509
rsads as follows: "A multiply completed well shall be
eligible to receive an oil discovery allowable for each
new o0il pool discovered, provided that the diséovery
allowable for the uppermcocst pool shall be based on the
depth from the surface of the ground to the top of the
perforations and the discovery allowable for each lower
pool shall be based on the distance from bottom of fhe per-
forations in the next higher newly discovered oil pool to
the top of the perforations in said lower pool or to the
casing shoe if applicable.” The third paragrarch, "All
discoveries made on 0ld producing wells drilled deeper
or previously abandoned dry holes shall receive discovery
allowables in accordance with the above except that the
depth measurement shall be from the point actual formation
drilling was commenced rather than from the surface of
the ground, however any abandoned dry hole which is re-

entered and driiled deeper than a discovery made within
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one year from the date of abandonment may receive a
discovery allowable based on the depth as measured frowm
the surface of the ground."” Now, it's proposed that those
two paragraphs be deleted and that the remainder of the
rule remain in effect,

Q Do you have any further recommendations to make
to the Commission concerning revision of Rule 5092

A Yes, sir, I do. We have had, on numerous
occasions cases whan the bonus allowable for a discovery
well could have been heard at some hearing other than the
regular nomenclature hearing, perhaps the operator is
going to be in on a hearing for some other matter early
in the life of the discovery well, such as dual completion,
nonstandard location, nonstandard proration unit, pool
rules, or any of a number of other things, The operator
might just want to go ahead and have hLis discovery
allowable heard at the same time and aveid having to
wait for the next nomenclature hearing. It's possible
to just miss one of these nomenclature hearings by a
day or two and having to wait almost seven weeks sometimes
before the next nomenclature hearing comes up, we thorgfore
propose that the Sixth Paragraph of Rule 509 be amended

as shown on Page 2 of the proposed rule, ©Now, if the
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Commission would turn to Page 2 there I have marked the
paragraph that would be amended there, the existing
paragraph reads as follows, now, this is the existing
rule that I am reading: "“If in the opinion of the ]
Commission's staff good cause exists to bring the pool on
for he&ring as a discovery and no objection has been
received from any other operator the pool will ke placed

on the first available hearing docket for inclusion by

the staff in its regular pool nomenclature case, If the
staff is not in agreement with the applicant!s contention
that a new pool has been discovered or if another operator
objects to the creation of a new pool and the assignment :
of an oil discovery allowable the applicant will be so

notified and he will be expected to present the evidence

supporting his case at the nomenclature hearing," Now,

in order to permit some flexibility here, we are making

the proposal that the rule be amended to provide that

the case could be heard at other than a nomenclature hearing

and I'll read the proposed rule into the record, this

paragqraph: "“If in the opinion of the Commission's staff

good cause exists to bring the pool on for hearing as a

discovery and no objection has been received from any

other operator the pool will be placed on the first
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aVailable hearing docket for inclusion by the staff in
its regular pocl nomenclature case, If the staff is not
in agreement with the applicant's contention that a new
pool has been discovered or if within ten days after
receiving a copy of the application another operator files
with the Commission an objection to the creation of a
new pool and the assignment of discovery allowable, the
applicant will be so notified and he will be expécted to
present the evidence supporting his case or if the
applicant so desires the applicaticn may be set for
separate hearing on other than the nomenclatuce docket
for presentation of evidence by the applicant,”

Q Mr, Nutter, is that substantially the same as
your testimony and recommendation concerning this
particular part in January?

A Yes, sir, this is the same recommendation:I'm
making that I made in January on this particular paragraph,

Q You have here a proposed amendment to Rule 509,
Have you had that marked as an exhibit?

A No, sir, ¥ haven't but we can have it marked,

(Whereupoin, Sxhikit 1 marked
for identification)

Q Did you prepare it?

A Yes, six, I did,
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MR, HATCH: T would like to move the
introduction of Exhibit 1 into evidence,
MR, PORTER: If there are no objections, the
exhibit will be admitted,
(Whereupon, Exhibit 1 was
offered and admitted in
evidence,)

MR, HATCH: That's all the questions I have,

CROSS EXAMINATION

BY MR, PORTER:

Q Mr, Nutter, this last recommendation you
made just primarily to give us flexibility of setting this i
type of application before the Examiners?

A Yes, sir,

IR T 30 SO0 YIF P

MR. PORTER: Does anyone have a question of

Mr, Nutter concerning any phase of hais recommendation?

Is it clear to all? f
MR, JACOBS: Ronald Jacobs of Skelly 0il

Company., Mr, Nutter, do you feel that your proposed

amendment would have th. effect of encouraging designating

small reservoirs to take advantage of this bopus allowable
which otherwise might be classified or grcuped together

and classified as a single pool?

A I think that any time you have a discovery allowable




you may have the possibility that operators might seek
the designation of a new pool when it is in reality,
the extensicn of an existing pool. I don't believe that
my recommendation here changes this aspect of the
discovery allowable,

MR, JACOBS: Well, where you gave the discovery

or bonus allowable to the pools from the surface of the
ground to the top, I am talking about multiple completed
wells and then you gave an additional discovery from that
formation down to the next deeper discovery, the well

has a total discovery allowable and it really didn't

make too much difference whether you had twe or thra2e put
if you are going to give each one a discovery of bonus from
the surface of the ground tc each pool, won't that
encourage breaking up what would otherwise be a single

pool or maybe two pools into four pools?

A Yes, sir, the effect of this might be in that
direction, however, 1 think the Commission will have to
be prudent in designation of these pools and where an
operator may want to split a zone so to speak, and make
two vertical pools out of that zone the Commission i35
going to have to watchi that and prevent the designation

of two »ools in one zone,
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MR, PORTER: Does anyone else have a question
of Mr. Nutter concerninag this proposed rule change? I
might say for the record in connection with Mr, Nutter's
testimony, after this case came on I believe he testified
in January a proposal was made to change the rule. A
lot of discussion resulted among staff members concerning
the rule as it was and the'proposed change and this
included staff meetings, bringing in the District people
to discuss all aspects of this problem and it was felt
that because of difficulty in administrative handling
of this matter that had already arisen in some cases,
that it should be thoroughly considered by the staff so
this resulted in the reopening of the case 3711. So
Mr. Nutter’s testimony is a result of the staff's
thinking and feeling from the experiences that we have
had with the bonus discovery allowable rule up to this
time. Does anyone have anything further? If not, the
witness may be excused.

MR, WHIGHAM: I'm Carl Whigham with Texaco.

MR. PORTER: Do you have a guestion of
the witness?
MR, WHIGHAM: Yes, I do. Mr. Nutter, vou

made a brief mention to the assignment of this discovery
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allowable to the well and to the zone. You do not
plan to make any reccmmendations on changes in the
assignment, in other words, will the allowable still be
assigned to the discovery zone anéd to the discovery
well and cannot be produced from other zones cor from other
wells?

A This is correct. The discovery allowable,
since we adopted it in New Mexico has been limited to the
well that makes the discovery.

MR, WHIGHAM: So there will be no change?

A And there will be no change in that respect.
In January I recommended that the discovery allowable
could be produced from other than the discovery zone in
that well, but I am withdrawing that recommendation at
this time because, like I stared in my testimony, say.
a Pennsylvanian discovery earning 50,000 barrels, that
allowable would be assigned tc the Pennsylvanian. The
Devonian earning 60,000 barrels, that allowable would
be assigned to the Devonian and would be produced from that
zone, so each of these zones would receive its own
allowable and would be expected to produce its own
allowable and the allowable could not 5e produced from any

cther well or from any ctner zone.



MR. WHIGHAM: Thank you.

MR, PORTER: Dces anyone else have a question?
Witness may be excused.

(Witness excused)

MR. PORTER: Does anyone have a statement to
make in this case?

MR, HART: Frank Hart representing Mobil 0il
Corporation, I would like to make a statement.

MR. PORTER: In connection with Mr, Hart's
statement, the Director of the Commission had 2 telephone
call from Mr. James E, Sperling, who is the attorney
who was representing Mobil, I believe, ordinarily in
their cases before this case, informing me that a
statement would be made for the record this morning by
a representative of Mobil. You may proceed, Mr, Hart.

MR, HART: Gentlemen: On November 15. 1967
Mobil Oil Corporation presented testimony sugaesting
that Rule 509 be amended to calculate bonus allowable by
utilizing a depth factor measured from the surface of the
earth to the top of newly discovered zones. !Mobil's
testimony at that time stated that "Only through such

incentive programs will a State produce an economic

atmospnere wnich will inspire operators to actively seek

out
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the hydrocarbon reserves of that State." Mobil further
stated that "Not only is the discovery of new reserves
vital tc the economy of a state, but as witnessed during the
recent Middle East crisis, it is Mobil's opinion that an
increase in the producing capabkilities of the nation is a
forthcoming necessity."

Without reiterating statistics on drilling success
ratios and profit margins, it is a fact of common knowledge
that each foot of drilling for new discovery reserves
represents tremendous investments and that, as a State's
0il industry ages, this success ratic drastically declines.
Ultimately a point is reached wherein the economic risk
involved renders the drilling venture prohibitive.

Adoption of the proposed amendment to kule 509 will
retard the inevitable decline of those drilling operations
specifically designed to discover new resource wealth within
the State of New Mexico, That proposed amendment contains
a two-year termination date safeguard. The rule likewise
safequards against gross ineguities by limiting the amount
of 0il bonus per foot of depth.

Mobil, theretore, urges that the proposed amencdment
to Rule 509 is desiagned with adeguate safeqguards and

will operate to effectively increase the reserves in
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the State of New Mexico. Performing such functions, amendment
of Rule 509 thereby stands as an excellent cxample of true
conservation practices.
For these reasons, Mobil urges passage of the proposed
amendment tc Rule 509 of the Rules and Requlations of
the Cil Conservation Commission of the State of New Mexico.
MR. PORTER: Thank you, sir. Does anyone
else have a statement concerning this case?
MR. ANDERSON: R.M. Anderson, Sinclair 0il}l
and Gas Company. Sinclair wishes to concur in
recommendations of Mr., Nutter this morning with regard

to the amendment of the statewide rule. Thank you.

MR. JACOBS: Ronald Jacobs appearing for
3kelly 0il Company. We likewise would like to concur
iﬁ recommendatior mady be Mr. Nutter but we would like
to throw in a note of caution that the Commission
exercise wisdom in seeing that the zones are not
indiscrimirately or unnecessarily split up into numerous
other zones so as tc take advantage of the rule,

MR. PORTER: Do we have anyone else? Mr.

Hatch, do you have any written communications from any

interested parties?

MR, HATCIH: I have one telegram here from




Texaco concerning Case 3711 and Order 3105 pertaining to
the discovery allowables in New Mexico. "Texaco Incorporated
concurs with the proposal to assiqn discovery allowable
to each discovery zone of multinly completed wells based
upon the depth of said zone from ground level. This will
provide additional incentive stimulating the search for
new sources of o0il in New Mexico." Dated April 16, 1968,
Division Manager.

MR. PORTER: 1Is that the 7»nly communication
we have received since reopenina? 1Is there anything

further to be offered in this case? The Commission will

take the case under advisement.
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STATE OF NEW MEXICO )
Ss

COUNTY OF BERNALILLO )

I, KAY EMBREE, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify that
the foreqoing and attached Transcript of Hearing before the
New Mexico 0Oil Conservation Commission was reported by
me; and that the same is a true and correct record of the
said proceedings, to the best of my knowledge, skill

and ability.

Witness my Hand and Seal this 29th day of April, 1968.

,/ . 4 K

2 L

—_ /3 Qaf Kok i
J NOTARY PUBLIC

My Commission Expires:

November 19, 1971




Foten C-109
Adopted 9-1-68

NEW MEXICO OlL CONSERVATION COMMISSION
APPLICATION FOR DISCOVERY ALLOWABLE AND CREATION OF A NEW POOL

NOYE: This form Is to be Illed ond ottachments made in accordonce with the provisions of Rule 509.
1 discovery Is claimed lor more thon one tcne, seporate forms must be filed lor each.

Operator Address
Tease Name well No. { County
i
~Well Location
Unit Letter ; Feet (rom The __ — Line and Feet
Ftom the Line of Sectlon . Tuwnship , Range . NMPM
Suqgested Pool Namcs (List tn order of preference;
i 2. 3.

Name of Producing Formation Perforations Date ot !"tling Fotm C-104

Was '’ Affidavit of Discovery’’ Previously Filed |if Yes, Give Date of Filing Date Well was Spudded Date Compl. Ready to Prod.

For Thi{s Well in this Pool?

Total Depth Plugqed Back Depth Depth Casing Shoe Tubing Depth Elevation (Gr., DF, RKB, RT, etc.)

Ol Well Potentlal (Test to be taken oniy after all load oil has been recovered)

Bbls, Otl Per Day Bassed Cn _ _8bls In___ . Hours; __ Bbls water Per Day Based On Bbls
Gas-0tt Method Of Chk.
In Hours; Gas Froduction During Test: MCF; Ratio: Producing: Size

NEAREST PRODUCTION TO THIS DISCOVERY (Includes past and preseat oil or gas producing areas and zones whether this discovery is based on korizons
tal or vertical separationj:

Pool Name Name of Fioducing Formation P'—I‘T::;: it Pay Botlom of Pay Currently Producing?

Verticz! Distance from Subiect Discovery Zone t5 Producing Interval this

)
J3EV

Horizontal Distance and Direction frem Subject Discovery Well to the
Nearest Weil in thls Fool

NEAREST COMPARABLE PRODUCTION (includes past and gresent oil or gas production from this pay or formation only):
Tep cf Pay Bottom of Pay

Pocl Name Currer:tly Producing?

Horlzontal Distance 'und Diraction trom Subject Dlsc~<3_very well to the Nearest Wetl in thlis Comparable Fool

oo — —— .
e (i Yes, Glve Name, Lecaticn, and Depth of MNeoxt Deapest 2L Pradaciicon in this County
. « * r 4

is ""Counly Ceep’ Discovery Al!o‘.v.‘:i::

I
Regquested [or Subjec! Discovery Well?

Is Discovery Allowable 1 Yes, Name all Such Formatlons

1s the Subject Well
Renquested for other Zone(s)?

Multiole Completion?

L

LIST ALL OPERATORS OWNING “EASES WITHIN ONE MILE OF THIS WELL (Attach additional sheet if n~cessary)

NAME ADDHESS
P
SR B— o IS/ A ER -
ST : B A A
R

e e A e e e

Attach evidencs that all of the obove operutors hove been furnished a copy of this upplication. Aay of said operators who intends to object fo the designation
of the subject well as a discovery well, eligible to receive o discovery allowable, must natify the uppropriote District Office and ihe Santa Fe Qffica of tha

Commission of such intenl in weiting within ten days after receiving o copy of this application.

AR T

CERTIFICATION
ulatione of the New Mesico 01l Consezrsiion Comminasion have been complied with, with reapect to the sublect well, and

h by certify that all rules snd r#
{ heceby ¥ haa beer, mado ln asid well, { further cartify that the dis-

that it Is my opinlon that a bona {1

covery allowable for the subject well,

aitached heretlo e true snd complete

Slgeature

r discovery of a hitherto unknown common aource ol ol supp!l

to the bedt of my knowledge snd bellef .

josition

il 2uthorlzed, wiil be produced from the subject zun?a‘tn this well ouly. Further, that the informatlon glven herein nd

Latle
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PROPOSED AMENDMENT

RULE 509. OIL DISCOVERY ALLOWABLE

In addition to the normally assigned allowable, an oil
discovery allowable may be assigned to a we'l completed as a bona
fide discovery well in a new common sourcs ¢f supply. Said oil
discovery allowable shall be in the amounit of S barrels for each
foot of depth of said well from the sur’sce of the ground to the
top of the perforations in the new pool or the depth of the casing
choe, whichever is higher. In counties where there is no othsr
current oil production, and in any county when the discovery is
the deepest oil production in the county, the oil discovery allow-
able shall be 10 barrels per foot of depth.

arw \'op‘ﬁs —~——
ted Date of discovery to determine the well which should

properly receive the cil discovery allowable for any new pcol shall
be the date the well is completed and new oil is run into stock
tanks, provided however, any operator drilling through and discover-
ing a new oil pool in the course of drilling to a lower horizon may
file an affidavit of such discovery within seven days after drill
stemr tests were made of said pool, accompanying said affidavit with
all available pool datz. If, prior to completion of said well,
another operator claims discovery of a similar pool and there are
reasonable grounds to believe the pools axe one and the same, no
discovery allowable will be assigned to either well until after the
initial well for which the affidavit was filed has been complzted.
If at that time the operator of the initicl well makes formal appli-
cation for the discovery allowable in said pool, it will be determined
after hearing which well shall receive the discovery allowable.

To obtain an oil discovery allowable, the owner of a
discovery well shall file two copies of Commission Form C-109,
Application for Discovery Allowable and Creation of a New Pool,
with the appropriate District Office of the Commission and one with

the Santa Fe office. Each copy of said form shall be accompanied by
the following:

1. A map depicting all wells within a two-mile
radius of the discovery well. All producing
0oil and gas wells and the formations from
which they are producinag or have produced are
to be clearly shown as well as all dry holes
and the depths to which they were drilled.
Mdps shall k& on 2 scale ore inch equals 1,000
feet and shall also indicate the names of all

lessees Qi_x§£2£§~i2_528 deplcted area.
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2. A complete electrical log of the subject well
with the tops and bottoms of producing formations

in the subject well and in nearby wells identified
thereon.

3. If application is based on horizontal ceparation,
a sub-surface structural map of the producing
formation(s) for which the discovery allowable is
sought, showing seismic or geological interpreta-
tion of the subject structure and any troughs,
faults, pinch-outs, etc., which separate the
subject well from nearby wells producing from the
same formation(s).

4. A geoleogical cross-section prepared from electrical
logs of the subject well and nearby wells estabilish-
ing horizontal as well as vertical separation from
other wells depicted on the plat which are producing
or have produced from the discovery formation(s).

5. A summary of all available reservoir data including
bottom hole pressure data, fluid levels, core analyses,
reservoir ligquid characteristics and any other par-
tinent data on the subject reservoir as well as other
nearby reservoirs which may help establish whether
the subject well is in fact a discovery.

Y1> If, in the opinion of the Commission staff, good cause
exists to bring the pool on for hearing as a discovery, and no
objection has been received from any other operator, the pool will
be placed on the first available hearing dccket for inclusion by the
staff in its regular pool nomenclature case. If the staff is not in
agreement with the applicant's contention that a new pocl has been
discovered, or if, within ten days afcer receiving a copy of the
application another operator files with the Commission an objection
to the creation of a new pool and the assignment of a discovery allow-
able, the applicant will be so notified, and he will be expected to
present the evidence supporting his case. Or, if the applicant so
desires, the application may be set for separate hearxing on other
than the nomenclature docket for presentation of evidence by the
applicant.

H
L

Effective date of a well's discovery aliowable will be
7:00 a.m. on the first day of the month next succeeding the month
in which the Commission approves the discovery.




The total discovery allowable attributable to each zone
in the well shall be produced over a two-year period commencing
with the time of authorization. The well's daily allowable for
each pool receiving the discovery allowable shall not exceed the
daily top unit allowable for the pool plus the total pool dis-
covery allowable divided by 730 days (731 days if a leap year is
included).

A discovery well shall be permitted tc produce only that
volume of gas equivalent to the applicable limiting gas-oil ratio
for the pool multiplied by the top unit allowable for the pool plus
the daily oil discovery allowable. In addition to all other state-
wide rules not specifically excepted herein, the provisions of Com~
migsion Rule 502 relating to daily tolerance, monthly tolerance,
and underproduction and overproduction, shall apply to oil discovery
allowables as well as to regular allowables for discovery wells.

Nothing herein contained shall be construed as prohibiting
the Commission from curtailing the discovery allowables of wells l
during times of depressed market demand, provided however, such

digscovery allowables shall be reinstated for production at the

earliest possible date. Further, when it appears reservoir damage

or waste might result from production of the oil discovery allow-

able within the normal two-year period, the Commission may, after

notice and hearing, extend said period.







/_\
O
N
Oﬁ/
~
.,»
YA

ol

F

/ﬁ :/rd( '3

((se

v

L

CASE 3711: OCC to consider the
amendment of RULE 509 & FORM
C-109 - Borus Discovery Allowable.




