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MR, U Casel474ﬂ,

HR, HATCH: The Application of Pubco Petrolcurn
Corporabtion for spceeial pool rules, Jlea County, Hm.-.' FMeXLeo.,
T think woe neced a decision as to whether we are going to
near these cascs alt the same time, Case 4748, the rpplication
of Pubco, and Case 4749, the Lpplication of Harding Oil.

MR, HINRLL: Clarence ltinkle of Uin#le, Bondurant
and Christy, Roswell, Hew Mexico, appeérinq on bchalf of
flarding 0Oil Company. UWc would like to enter our appearance
in Cases 4748 and 41749, and we have no objection to
éonédlidating the Cases for the purbose of takinyg testimony,

Mik, RBUBLL: Sumnar Bpell of Montgomery, Federici,
Andrews, Hannahs and Morris, I would like to enter my appearance
on behalf of li. L. Brown, Jr.

MR, SPERLING: James Sperling of Modrall, Sperling,
Roehl, Harris and Sisk, Albuquerque, appearing on béhalf of
Pubco Petroleum Corporation in Cases‘4748 and 4749, Ve have
no objection to the consolidation of the two Cases for the
purpose of testimony.

MR. UTZ: In absence of objection, Applications
4748 and 4749‘will be consolidated, for the purpose of
testimony.

MR, HATCHl: I have a question that I would like

Mr, Hinkle, HMr. Sperling and Mr., Buell to review for a
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f;‘ﬁﬂcngggiég;iéisg Publication for canc ;;45, thoere
was soscthing left out.  Tne pool nane i3 the principal thing
that was left out,

Mi!. HINKLE: X don't think that makes a whole lot
of difference, it is identified by Township and well
identification. ’

MR, HATCH: X am not disturhed ahout it, but I
don't know about you or Mr, Sperling.

MR. BINKLE: Jim, the pool name is the oniy thing
left out, the Township and Range and discovery well are all
identified, |

MR, SPERLING: I have né objection to proceeding.

MR, HIHKLE: I have none.

MR, UTZ: Cases 4748 and 4749 have been called.

Mr. Speling, how manv witnesses do you have?

MR. SPERLING: Two.

MR, UTZ: How many witnesses do you have, Mr.
liinkle?

MR, HINKLE: Three,

MR, UTZ: Will all five witnesses stand and be
sworn at this time?

(Whereupon, five witnesses were sworn simultaneously

by Mr. Hatch,)

MR, UTZ: You may proceed when you are ready,

-

Mr. Sperling.




k

.

»

Y, Meier & me cormic

dearnle

209 SIMMS BLDG.#P.0. BOX 10928 PHONE 243-68910ALBUQUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLDG. EASTOoALBUQUERQUE, NEW MEXICO 87108

10
11
12
13
14
15
16
17
18

19

2t

23

24

25

PAGE o
* b

MARION CAUSLY,

was called as oo vitness and, having been already duly sworn,

testifiod as followa:

DIRLCE_LXAMINATTOX

BY MR. SPLPLING:

0

A

0

I

Would you please state vour name?

Marion Causev,

By whom arce vou omployéd and in what capacity?

I ar employed by Pubco Petroleum Corporation and my
present position is Pernean Basis Exploration‘ﬂahager
in Midland, Texés.

How long have you héld that position?

Since the first of the year.

Hgve you ever, on any previous occasion, testified hefore
the New Mexico il Conservation Commission so that vour
qualifications are a matter of record?

Mo, I have not,

Would you please give us a brief resume of your

education and professional training and experience
relative to the position you hold?

I have a Bachelor of Science Degree in geology from the
University of Southern ﬁississippi; I have a M,S. Degree
in geology from the University of Tennessee. I was
émpldyéd‘by Phillips Petroleunm Company as a petroleum

geologist from 1957 to 1962, primarily working in
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Q low, Mr. Causey --
MR, SPERLING: Are Mr. Causey's qualifications
accepted?
MR, UTZ: Yes, they are.
Q (By Mr. Sperling) Mr., Causey, would you please now
refer to what has been marked as IExhibit 1 in this Case,
Case 4748, and explain bfiefly the purpéﬁg df.that
Exhibit and what it is designed to show?
A IExhibit 1 is a scale of one in&h to‘two thousand feet,

and Sections 1, 2, 3, 10, 11, 12, 13, 14, 15, in

PAGE I8

exploration of the Permean Dasin in the southcastern
Hew Hexico area. I was employed from 1962 until 1968
by Mobil 0Ll Corporation as an exploration geologist
primarily working in southeast tew Mexico.

From 1968 until the present time, I have been
employed by Pubco Petroleum Corporation.. I am a nembex

of the American Association of Petrolceun Geclogists.

which is indicated on the map, and is outlined as the
proposed lHumble City-Strawn Pool area comprising

Sections 6, 7, 13, in Township 17 South, Range 38 East;

Township 17 South, Range 37 Last.
We have also designated on the map, the Lovington
Fast and Lovington Northeast pools,

Also marked on the Exhibit is the discovery well

of the Humble»City-Strawn Pgol, the Harding Oil Company
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Humber 1 well,

Exgibit I-A iy & gemloqical‘crass~section which
rhas bccn indicated on Ixhibit 1 by two red liﬁes,
designated B to B' and A to A'. DReprescented on this
Exhibit is the electric logs and the radioactive logs
of the stratographic section on datum from the top and
middle of the Penngylvanian-Strawn, 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 ~-

MR, UTZ: Why don't vou give us the datum?
{(Continning) This is not a structural section, this
is my interpretation of the Lovington Last and the
Lovington Northeast Strawn area and‘the discovery well,
the Harding 0il Company Humber 1 Shipp. The discovery
well is producing from limestone of the Pennsylvanian-
Strawn at an average depth of approximately 1,450 feet,
I believe the Humble City=-Strawn 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 different Pennsylvanian~-
Strawn banks 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 pféducing
' . 1




;
i
i
|:'

k

V. meler & mc cormic

dearnle

209 SIMMS BLDG.eP.O. BOX 1002ePHONE 24376891 ALBUQUERQUE, NEW MEXICO 87102

121G FIRSY NATIONAL BANK BLDG, EA'sToAl.IWQUERQue. NEW MEXICO 87108

10
11
12
13

14

18

16

17

18

19

21

22

23

24

25

PAGE {1

interval in ecach well in this zonce, Designataed aa the
étraWn B' and colored in arcen on both eross-scctions,
I believe is the prevalent zone which produces in the

Humble City=Strawn ficld,

This cross-~section which started-«with the State
Shell Monty Number ) in Section 14, Township 16 South,
Range 36 EFast, was a dry hole which penetrated the
Stravn,

The Southwest Production Corporation Monty
State C in Scétion 24, Township 16 South, Range 36 East,
was‘completed from the Strawn and has since bheen
abandoned Gith an accumulated production of 4,114 barrels
which was prod@ced from 7/14/69.

The next well is the Monty State Number 2 in
Section 19, Township 16 South, Range 37 East and it 1is
also producing f;pm the Strawn. These two‘wells are
producing from the Strawn at the B' bank.

The Tidewater Monty B Number 1 in Section 19,
Township 18 South, Range 37 East is still producing from
Qhat I have designated tihie Strawn Bank C and‘hasAan
accumulative production of 325,156 barrels of oil and
was completed 3/26/53 and is still producing.

The Getty 0il Corporation Monty D Number 1 in

Section 18, Township 16 South, Range 37 East, is a

dry hole.
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'J‘hel" Pepnzoil United State ¢ Humber 2 in Scetion 17,
Township 16 South, Range 37 Last, was compl‘ét:cd‘ from
what I believe to be the middle ban};, or the Strawn
Bank B. ‘This was completed on 6/25/69 andup to 5/1/72
had an accumulative production of 286,215 barvels of
oil.

These are the wells I have used on the crosg-gection,
~he A to A! cross~section-.

On the B to B', starting with the first well, the
Amerada Petroleum State ILC Number 1, in Section 1,

17 South, 36 East, was a dry hole.

The ékelly 0il Corporation Taylor Number 6 in
17 South, 37 Dast, was a dry hile in the Strawn.,

The Tidewater 0il State B lumber 1 in Section 5,

17 South, 37 East, was completed from the Strawn Bank
B* and had an accumulative total productioﬁ of 60,297
barrels of oil. It has been abandoned.

The Tidewater Baton Number 1 in Section 5, 17
South, 37‘. East, was completed 3/3/52 and is abandoned

and produced only 58,751 barrels of o©il from the Strawn

‘Bank B',

The Tidewater State Number 1 in Section 4,
Tcwnship 17 South, Range 37 East, was completed 8/29/51,
ané is abandoned. The total accumulated production was

19,647 barrels of oil., It was also coméleted in t,hé
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Strawn DBank B'.

the Tidewater Oil Company State Fugene Numbey 1 D
in Section 32, 16 South, 37 last, wasg compleé&d from
what I believe to be both the Stirawn B' and the Strawn
Bank C. It perxforated both banks and has a total
accunulative production of 420,765 barrels of oil and
is still producing.

The last log on the cross-~scection B to B' is
the Shell 0il Company State Number 1 in Section 28,
lé South, 37 Fast. This well was a dry hole.

If I could refer you now to Ixhibit 1 again, the
solid blue contour line on this Exhibit repiesents 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 of what I have designated as the
Strawn Bank B', It is also‘contouréd ai 250 fdot
intervals.

This isopach does not represent a net porosity and
does not indicate that all portions of the Strawn B'
alon§ the trend as mapped would be porous and pérmeable.
Iido feel that 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 ekpect separate carbon buildups of porous
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pexrmeable rock and I believe this is the case in the
arca under consideration, |

I believe the Humble Cityv-Strawn Pool is producing
from the same bank as the Lovington East field, but it
is separate carbon buildup.

The discovery well in the Humble Cltiy-Strawn Pool,
the Haxding 0il Cohpany Shippnumber 1, was some 287 feet
structurally lover than the edge well of the Lovinqton
Bast field, the Tidewater State U Number 1 located in
Section 4, Township 17 South, lange 37 East. I
might also point out on Exhibit 1 that the values on
the map underlined in green beside eacﬁ control point,
represent the thickness of the mapped Strawn Bank B'
intexrval. The blue beside each control point represénts
the thickness of the isopach of the lower and middle
Strawn intesrval.

Mr. Causey, I take it from what you have said, that you
feel there is a separation between the Lovington East
field and the Humble City-Strawn Pool; is that your
conclusion?

That is correct.

Even though the.wells from both of the areas may be
producing from what YOu have designated as the Strawn

B' Bank?

That is correct.
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How, dcéﬂ the fact that the wells vwhich are located
in the Lovington Past Peol which vou have referred to
and which you have shown on yéur cross?snction and which
are abandoned, support that conclusion in view of the
recent production encountered in the liunble City-=-Strawn
Pool?
Yes, I think that is correct,
Now, do I understand from the configuration of the
contour line which‘runs across the Humble City-Strawn
Pool, that you have concluded £hat that is the limit
of possible Strawn production from the area or is there
thé possibility that these other members that vou have
identified may indicate production to the north?
I helieve that we have the possibility of production
from the north. Presently there are two producing wells
within the 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 Northeasﬁ'and the Lovington East Pool
area where we piék up these two zones as they move to
the north edge of the Strawn B' Bank trend. So I feel

that we could establish production to the north of the

trend as outlined.

‘Do you have anything else to comment on insofar as
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Yxhibits 1 and 1~0 axre concerned?

I bhelieve that's all that [ have -~ there ig a specific
pniﬁt I would like to bring out in éumméry. I believe
there are three diffﬂrﬁnt hanks or réefs within the
Penngylvanian~Strawn formation in the mapped area. The
Hurible City~Strawn Pool and the Lovington East Strawn
Pools are producing from sepaxate stratographic controlled
traps within the Strawn B' zone. This is evidenced

by the Strawn structural position of the iumble City-

Torb

Strawn Pool relative to the Lovingtcn La. & Fool.

Only one well.is still being produced by pumping
in the Lovington East Pool, as compared to two in the
Humble City-Strawn Pool.

The proposed pool outlined, I believe, is a
reasonable outline which allows for shifting of the
primary Strawn Bank trend plus the p;ssible development
within additional Strawn zones.

In my opinion, 160 acre spacing will not lead to

unnecessary dry holes as compared to 80 acre spacing

‘because of the flexibility within 160 acre spacing units

as proposed by Pubco.

The Lovington East Pool was, for all practical
purposes, drilled on 160 acre spacing with a minimum of
dry hqles and considering the fields within southeast

New Mexico, specifically the Husk field, weré devéIOped
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on 160 acre spacing and, in my opinion, the charactcx
of the cock encountered in the arca indicates that one
well will adcquataly drain 160 acros.

In that connection, Mr. Causey, let me call yoﬁr
attention to the lLovington Iast area -and those three
wells that you included in your cross-section, two of
which are within Section 5 and one being in Section 4.
Those wells actually appear to he drilled on 160

acre spacing; is that correct?

That is correct, for all practical purposes, they wvere.
And they have produced to abandonment?

That is correct,

Let me know refer you to Exhibit 1~B, what is the purpose
of this Exhibit?

Exhibit 1-B is a reduced copy of the logs on the Harding
0il Company Shipp  Humber 1, in Section 11, 'Township
17 Sobéﬁ, Range 37 Ttast, and a porosity log of the Pubco
Shipp Number 2. This Exhibit shows fhe Strawn section
encountered in‘these two wells, and our corrclation

of the Strawn BB' Bank relative to the top of the Strawn
middle and lower sections and the top of the Pennsylvaniang
Atoka.

Does Exhibit 1-~-B correspond scale-wise with the logs

shown on Exhibit 1-A?

Yes, it is approximately the same scale as the
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croass~gection, A to A' and B to B' for comparison
PUXPOSES .

Lo vou have anything else, Mr.’Causey, at this time?
That's all,

MR, SPERLING: That is all the testimony we have

from this witness rxight ncw.

X %k F* kK

CROSS~EXAMINATION

BY MR, HINKILE:

Q

Mr. Causey, I notice that you have labeled Exhibit 1-A
as a sfratographic cross~seccion, now, is it your
position that this entire area is stratographic and not
dependent on structure?

I believe the Strawn is primarily stratogfaphically
controled,

Now, you have labeled here three different Strawn
banks, the Strawn Bank B', the Strawn Bank B, ard the
Strawn Bank c, are those stratographic traps within the
stratographic Strawn area?

I believe that they are, although I have not mapped

in detail in terms of trends, bank trends, of the Strawn
B and Strawn C banks. All evidence, however, indicates

that they are.

In your opinion, is there communication between these

banks?
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In gencral, I would say no, nowever, I will cqualify
that by saving that one well in Section 32, Pownship 16
South, Rangc 37 hant, vas drilled aAd comp leted from
the Strawn B' and the Strawn € Bank. It is possible in
a case such as this, that those two banks could bLe

in” coruunication.

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

Yes, I believe, in a general sense, they afe.
Generally, they pxrobably would be?

*

Yes,

have a dry hole offsetting another one; could you not?
That is correcte.

Are youv apt to have more dry holes in 160 acre spacing
than you would have in’80 acre spacing?

If we look at the analogy that we have in the‘ Lovington
East pool, I think we can say ffém that development that
that pool on 160 acre spacing was not more riskyAthan

it would have been on 80 acre spacing,

Is that your opinion of this area, the Humble City-Strawn
area?

Yes, it is,

Now, referring to Exhibit Number 1, ySu have outlined

the proposed llumble City-~Strawn Pool?

N
“r

Yes,
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What control did vou figure for the boundaries of this
pool?

Welld, ¥ think it is obvicus that only Arilling is
qoing to determine the egact boundaries of the field.

These are just arbitraxy 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. Ve feel tha£ these are approximately correct,
but this outline would allow minor shifting of the bank
either to the north ox the éouth‘as the field is developed
Well, with the trend that you have shown here, your

best chance at production is within the dotted gr=zen
lines, the broken lines (indicating)?

With the information that we have today, but we realize
that it can shift.

Have you made any reservoir studies of the arca at the

present time?

"No, I have not.

MR, SPERLIHG:‘ We have a witness that has.
(By Mr, Hinkle) Now, if the Commission were to approve
160 acre spacing, the itlumber 1 Well in Section 11 which
is in the SW/4 would have the SW/4 dedicated to that

well; is that right?

Yes, that is correst.
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O And the SI/4 would be dedicated to your well?

A That is correct,

Q Now, ybu are drilling, as J understand it, a well which
is indicateé in the W/4; is that right?

A That is correct.

0 What is the other losation there, the location of the
Harding well?

A This is Harding's second location (indiéating).

0 This is going to result in a 40 acre location, you
might say, at the present time; is it not?

A As it is spaced at the present time, on thesa four
wells, it would be {(indicating).

Q What is the exact location of your well Number 2, which
is located in the SE/4 of Section 11?7

A The Pubco Number 2 Shipp is located 2,130 feet from the
east line and 1,980 feet from the south line.

Q 1,980 feet from the south line?

A Correct, ’

O Now, if you had located that in the center of the NW of
the SE/4, it would be 660 feet from the east-westtline
of that quarter; would it not?

A Would you repeat that?

0 1f your Number 2 well had been located in the center of
the NW of the SE/4 of Section 11, it would héve been GGb
féet from the east line of the quértervSection%,wnuld it

T
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not. have Leen?

A Yes, T believe that is correct,

Q How, since you logated it where you did -- you located
it 150 feet Ffarther west to get closer to the Number 1
Wells did you not?

A Well, in the abseﬁbe of any established pool spacing
rules, we went on the 40 acre state-wide spacing.

Q You got as close as you could to the discovery vwell;

is that right?

A Yes, basically, that is right.

Q isn't the same true of your well that you are drilling
now in the NW/4 of Section 11, you got as close as you
could there too; did you not?

A Yes, I believe we did. Yes, that is correct.

Q Now, are you going to have a plat here?

MR. SPERLING: Yes.

Q (By Mr. Hinklej At the time you located these twoi
wells, did you have in mind wider épacing than 40 acres?

A Yes, we did.

0 thy did you locate == why didn't you stép out and
locate it farther away if you thought one well would
drain 160 acres?

A Well, I think we took the course of action that most

people would take in that, without established pcol

________gulgs.'__wa_moved_it_as close. as we conld_to the

AT A DS TIUTLL i T A )
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discovery well until such time ~ag spacing rules could
be established, ’ ' . |

tiow, ‘if the Commission should approve 160 acre spacing
in this area, and as T understand it, you are asking for
pernission to drill in any A0 acre component of 160
acress is that correct?

That is correct.

Would that not result in the same situation that you
have here? You have four wells located together, as
you go to the next area, aren't you apt to have your
offset weils in the same way?

Tha.t is possible, but you would also, of course, have
160 acres to drain.

It might depend somewhat on the ownership of the acreage;

£ not?

jote

would
Well, it would probably depend on numerous factors,.
But you might have this reoccur?

This is possible,

It is a possibility?

Yes;

So you have four wells together and that would mean
you would step out considerably and it could meah if
you stepped out that far, that you might get Va dry
hole because of the stratographic s‘ituation?

Certainly anytime you drill a well you run the risk of
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getting a dry hole, but the flexibility within 160
acye spacing wopld yive you -- I think it ﬁould reduce
your dry hole risk when the field is developed and we
obtain more datum to determine the next location.

MR, HINKLE: Do you have a witness that will refer

to core analyses?

HR. SPLRLING: Yes.
MR. HINKLE: I think that's all,
MR. UTZ: Any further questions?

(No response,)

% % % %

CROSS DEXAMINATION

BY MR. UTZ:
Q Mr. Causey, I have one or two questions,

This large =- or heavy dotted green line, do you
consider that to be the trend of the Strawn zone
throughout the three pools?

A That is correct, that is my interpretation of the
Strawn Bank B',
Q Would you give me the control information?
A All right, starting in Section 11 of Township 17 -
Q Why don't you just limit yourself to the area in |
question -~ well, go ahead and give me whatever you want.
A In Section 11, Townshipw17 Séﬁth, Range 37 Bast, we

‘have two control points, In Section 6 of'17'South, 38
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Last, we have four control points, 7Those are the

control points in the approximate sBE/4 of the map area,
Can you give me anything over in the avea of 17 South,
36 Last?

Yes, we have one well in Section 36, excuse me, Section

1l of 17 South, 36 LEast. It is the extreme western well
on our B' c¢ross—~scction.

~What Section?

Section 1, ‘There are also three cqntrol points in

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

control points are circled with larger circles and the
values underlined in green are the values of the thickness
of the B',

There is also é control point in Section 6 of 17
South, 37 East.
pid you give me one for Section 33?7
Section 33 of 16 South, 37 East is not deep enough, it
has not been penetrated to the Strawn.'
So you are a little short in control in the areas of
Sections 33 and 32, all the Qay down to Section 6 of
17 South, 37 Rast?
Would you repeat that area again?
Well, beginning in Sections 32 and 33 of 16 South,
37 East, the north houndaries of‘your control. I mean

"

your green line goes over to Section 6 of 17 South,
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37 Last., Ybu are a little short in control at that
polnt; afun‘t‘you?

Yes,

tow, I believe they were called blue, I'm a little
color~blind,vobviously, because they look more ygreen

to ne, I thihk on your contour surrounding Section 11,
that your control on that isn't too good, Is that your
control on the wells in Section 117 )

That is correct, but I might point out that the(
interpretation of the Bank B' was projected at greaterx
than 50 fect and in this iocation, we_ encountered the

discovery well at 64 feet and the Pubco Number 2 was

encountered at 35 feet.

Both these wells are only completed in your B' zone?
That .s correct.

The one that you designated as B'?

Right.

>Were-the other zones tested?

We did not have any pore 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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that the wells which woere drilled in fections 4 and 5
cenld be considexod as being on 160 aﬁrﬂ spncinq; Haow,
jen*t it true also that that ig a perfect locatfon for
30 acre svacing because ecach one i locatud‘ﬁt tha weoest
end of 80 acre:. .

That is correct, but also, the spacing bhetween them
sould have to be taken into consideration,

Y5 it not true then that they could he aither?

“hat is correct, but for practical purposcs and drainage
purposes, I helieve 169 acres would bo nore applicable.
You indicated in your last testimony that you used the
wells in Section 11, the discovery weii and the well
Pubco has drilled, for your control, How, isn't it
true that you gave this same geological map to the
Harding 0il Company, or the individual that you gave
this information out to, and they drilled a well on the
strength of this geclogy?

That is correct, theytdrilled on this interpretation.
So, actually, these wells were not used as control
points in preparing this plat?

In the original interpretatibn, that is correct.

MR, HINKLE: I might say that our Exhibits are

substantially the same as this and they were obtained from

Pubeco,

MR, UTZ: It was méﬁtioned, oniCross—Examinatioh,
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Lhat tho area van fnl‘h“'t*(l out by Pubeon, L8 the farm-out
Oon an 30 aore chockoerbhoard?

M, eIy %hat, as yet, 1s undetermined. Theye

oy Lo bhe none anbiguity i the contract,

AR, HINELE: We will hﬂVU.SOmQ testimony on that.

MR, UTZr  Any furthor questions?

(Mo response.)

MR, UTrZ: The witness may be excused,

(Witness excuscd,)

* ® % *’ *

CHARLES SANDERS,

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

testifiead aé follows:

DIRECT EXAMINATION

BY MR, SPERLING:

Q Please state your name.
A Charlés Sanders.,
O wﬁere do you live, Mr, Sanders?
A Albuquerque,
Q By vhom are yoﬁ>employed and in what capacity?
A I am employed by Pubco Pétroleum Corporation as a
petroleum engineer,
Q llave you, on any previous occasién, £estified before the

Comnission so that your qualifications as a petroleum

enginear, are a matter of record?
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o, I have not,

In that event, would you pisase briafly out:Lir. your
education end professions? traiﬁing and erpexrionce
gqualifying you as a petylcumnm érnincer?

I graduated from %Yexas Technology Colleqge in 1950 with
a B.5. in Petroleun Engincering. Subsequently T worked
for three ycars for the Texas Pacific Coal and 0il
Company in the north-ceni- 1l Texas area ..ad later as

assistant division manager for the game company. I

then worked for sixteen yvears in west Texas and northwest

New Mexico as a reservolr engineer,

Are you a registered piofessioﬁal enginenr?

In the State of Texas, ves.

liow long have you been with Pubco?

Poxr three years.

Are you familiaf with the area which is the subject of
this Application, Mr. Sanders?

Yes, I am. |

Would you please refer to what has been identifiea as
Exhibit 2, pleése? Tell us what that Exhibit is.

Exhibit 2 is a land ownership map of the proposed

‘Humble City-Strawn Pool and the surrounding area. It

primarily shows the land ownership of the proposed pool

and also shows a partial outline of the Lovington East

field.
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And, of course, shows the two wells 1ééatcd within the
propoged b le Citywstrawn Yool areé that have been
corpleted?

Yes, sir, inclufing the Number 3 Shipp «- the-Pubco
Numbex 3 Shipp which i3 now being drilled in the NE of
Sgction 11.

How, would you refer, please, to what has been marked

as Exhibit Number 3 and tell us the purpose of that
Exhibit and what it shows?

Exhibit 3 iz a tabulation of the well and completion
data for the two wells now existing in the MHumble City-
Strawn Pool, +he Harding 0i) and Gas Company Shipp Number
1 and the Pubco Petroleum Corporation Shipp MNumber 2,
The location of the Harding well is 2,060 feet from the
west line and 2,310 feet from the south line in 17 South,
37 Last, Section 1l1.

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

The total depth of the Harding well is 11,643
feet and the total depth of the Pubco well 3is 11,685,

The next significant figure is the complc tion
dates and these are March 9th for the Harding Shipp Number
1 and June 10th, 1972 for the Pubco Shipp Mumber 2,

The perforated intervals for the two wells are
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shown. The Hurdiﬁg well perforation 1o to an interval
of 32 feet and the Pubco well to 26 feet.  Tae Harding
01l and Cas Company Shipp Humber 1 had & potential
oxiginally.; of 286 barrels of oil per day with a gas—oil
ratio of 1,000 and a flowing tube pressure of 16,

The well's repotential on April 18, 1972, was
624 barrels of oil with a gas-oil ratio‘off1,098 and
a flowing tube pressure of 55,

On June 10, 1972, it was producing 2,758 barrels
of o0il per day with a GOR of 1,662 and a flowing tube
pressure of 700 pounds.

Tha oil gravity is essentially the same in both
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.v

The average porosity which we determined on the
Harding well was 5.1 percent and 6.30 percent for the
Pubco Humber 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 détarmined to be 25 percent
in both wells.,

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

Would you rafer to Exhibit 4 now and explain what it shows
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Ixhibit Iium).mr »4 is a qgarwmaray neutron log run on

the Pubeo Shipp Humber 2, on the left aide of the log
we see the top of the Straun and the middle lowey zone
at il,dzs_"i’eet. The left-hand corner of the top shows
tha Atoka at 11,6384 feet,

The interval between is referred to as the Strawn
limestbne.

the vertical column on the left side is the depth
column interval for the Pubco Shipp Number 2, ‘The
significant factor on this test was the rate of
production which flowed and there was no water recovered,

The sﬁut—-in bottom hole pressure was 7,633 and the
final maximum pressure was 3,473 which was reached in
ten rﬁinutes and continued at 3,4.‘73 for the remainder of
the 90 minute shut-in test.

At the bottom of Exhibit 4, we show the porosity
scale for the sidewall neutron porosity log on ia
standard scale. Ve have used thisk kscale in determining
the net amount of pay in the Pubco well,

In the upper interval, we have a net pay of 11,430
feet down to 11,453 feet, or a total of 23 feet in which
that maximum porosity was reached. .

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

to 11,470. The total amount of net pay therefore, was

30 feet and the average log porosity was determined to
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Le 6,30 percent or 189 porosity feet,

L would like to point bnt; at this‘timc; that
we will refor bto the analysis data later, but the core
analyeis showed a net pay of 29.i\feet with an average
of 6,0 porosity. Th: log porosity at the same interxrval
calculacved 5,92 perxcent, so we do havc real close
agreement between the log porosity and the core
proosity. ’
Anything else on Lxhibit 4 at this time?
T believe that's all,
Fow, referring you to what has been marked as Exhibit 4-A,
would vou explain whaﬁ that isé
Lxhibit 4~A is a<gammaray neutron log run on the
Harding 0il and Gas Company Shipp Number 1 Well. The
left side of the gammaray is the top of the Strawn
which is 11,430 feet and the top of the Atoka. The
zZone vas perfbrated at ll,420vto 11,452. The rectangular
box represents the drill stem test from 11,420 to 11,475,
Tge maximum shut~in bottom hole pressure on the test was
4,800 PSI which we assumed to be’the original sealed
bottom hole pressure.
And ‘the ptéssﬁre confirms your tabulation as shown on
Exhibit 3 of the initial bottom hole pressure?
Yes, sii.

In the lower left-hand corner, you will £ind the
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porosity scale which was found to Le correlative with
the core porosity and the porosity that was used in
deternining the net foecet of pay for this well, This
scale was no’ used because we falt Lt gave an
unrcalistic porosity value, so the other scale was
sed and it was determined that there was 28 fecot 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 average porosity of 5,1
percent, or 173.4 porosity feet.
Any othexr comments on Exhibit 4; at this time?
I night point out that if the standard porosity scale
had been used, the average porosity would have been
3.6 vercent.
Will you refer ¢o Exhibit Humber 5 now, and tell‘us
what it represents? |
Exhibit 5 is the bottom hole pressure for the field
versus the field's accumulated pfoduction. The vertical
scale on the left-hand side is the bottom hole pressure
and this fepresents the total production from the field
from both wells.

I should point out that therxre is very little

production represented by this graph attributable to the

Pubco well because it was completed at a point where

the arrow is shown on the graph.
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he middle of the graph?
E4EIIN
The vertical arrow poeiniting upward?
Y, Point‘ﬂumbcr l\in the upper left-hand corner
represents tho origihal Lottom hole pressure of 4,300 PSI
which was taken fromw the drill stem test of the Harding
riumber 2.

With the buildup of pressure in the llarding well,
the pressufe reached 4,185 PSI in two hours, ond 4,188
PSY in 12 hours, and continued at 4,188 rSI for the
remaindexr of the 48 hour test.

Point Number 3 wagytaken May 15, 1972 and showed
an accumulated production of 23,233 barrels of oil,

This represented all that had been produced from the

-Shipp lNumber 1.

On the Pubco Shipp ¥Number 2, the pressure obtained
was 3,473ZPSI and the maximum pressure was obtained in
10 minutes on the chart and continued at 3,473 PSI for
the remainder of the test and tliat was the maximum

pressure obtained.. )
Point tumber 4 was taken June 15, £972, at a point

of 38,475 barrels of oil 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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remainder of tho 12 hour shut~in period.

Poeint Humber 4 included 2,662 barrels of oil
produced from tie Pubeo Shipp Number 2 during the
complation proecdure, |

On the bottow of the BExhibit is a wap of both of
the wells. At the center of the gircle is the Harding
Shipp Humber 1 and at the edge of the circle is the
Pubco Shipp Huimber 2. This shows the distance between
the two wells as being 1,120 feet,

In my opinion, it is logical to infer from the
graph that effective drainage 7iid occur over this distance
of 1,120 feet. VFrom the circle the radius we obtained
was an area of 90.4 acres which, in our opinion,
represented that the well will drain at least 90.4 acres,

So, in conclusion; I would like to make these
points. One, that there was a severe pressure loss of
1,767 péunds in the Pubco Shipp Mumber 2 which resﬁited
primarily from the production from the Harding Shipp
Numberil. Number two, that communication apparently'
exists in the Strawn formation between these two wells,

Number three, that the shape of the curve is the
shape of a normal préssure décline curve, NHumber four,
that we have here effective drainage in excess of
1,020 feet =~ or in excess of 90,4 acres,

I vould like to point out, at this time, that while
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\ﬂaawerc corpleting our well on Junc 10, 19272, we started
flowing\our wail at a rate of 758 bafréls of oil per
day with a tubea pressure of 700 PSI, At the same time,
the larding Shipp Number 1 nad “a pressurxe of 700 P8I,
The next norning, the Iiarding punmpexr came over to our
rig wherc we were wvorking and asked us if we had any
idea what happened to the well, :ﬂ~ie asked hinm what
happened and he said it lost 50 pounds of pressure
overnight. After we checked the pressure, we knew the
pressure had declined from 700 pounds to 650 pounds
‘Gvernight.

Of course, ocur reply to this was that we had
completed our well and it was draining oil from the
same formation.

Anvthing else at this time, with reference to Exhihit. 5?

I believe th.at's'all.

How, if you will refer to what has been marked as

Exhibit 6 and explain what that is,

Exhibit ¢ is a repbrt from Core Laboratories, Inc. on

the core analysis of the cores cut from the Pubco Shipp

Mumber 2, The first core is from 11,440 to 11,481 and

coxre nunber 2 is from 11,481 to 11,491, The report

- gives an analysis on the interwval from ‘11;440 to 11,491,
The second sheet of this Exhibit is a summary

of their findings. You will notice thexe that it is
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indicated that there is 21,9 feat of pay which was

included in the averages for the pay porosity and this

21.0vfaut oceurred at. an intexrval of 11,440 to 11,467,

The tép tan feét of tho pay zone was not corad and the

avoerage porosity over 21,9 feet was determined to be

6.0 percent. As I pointéd out previously, the averaﬁé

sidewall neutxon porosity over the cored pay interval

was 5.92 poercent.
The other significant factor I would like to point

out is the calculated maximum gas drive recovery of 30

barrals an acre-foot. hen we received the report, wve

felt this was low and aﬁter doing some calculations,

on 80 acres, we were definitely concerned enough to take

bottom hole pressures of the formation and have the

samples analyzed at the laboratofy and this will be our

next Exhibit.

Yon are referring to Exhibit Number 6-A?

Yes, sir.

If you will explain that, please,

Exhibit, Number 6~ﬂ is a sunmary of the resecrvoir

sample analyses performed by Core Laboratories, Inc,

The well was sampled and this bottom hole sample was

S

\ .
obtained at a mid-point in the pay zone at a depth of °

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

bottom hole pressure was 3,033 PSI and the accumulated




Fe

L

k

Y. Meier & me cormic

dearnle

209 5IMMS5 BLDG.eP.O, BOX 1092 PHONE 243'0691DAL‘UQUSRQUE. NEW MEXICO 67108

1218 FIRST NATIONAL BANK BLDG. EASTRALBUQUERQUE., NEW MEXICO 87108

10

11

12

13

14

15

16

17

18

19

21

23

24

25

PAGE
ficld’production, 38,47% baorrels of oil, 9his summary
presents thoe canyhris@n »etwéén 80”acrc spacing and
160 acre spaciné utiliziné the data frém the £luid samples
and also fror the previous core analyses. The firxst
fiqurce chows an average porosity of 6.3 percent. 7This
was determincd from the sidewall neutron pérdsity log
that 1 have previously mentioned. 7The next figure I
would like té point out is the 25,0 percent average
interstitial water saturation percentage. I will now
skip down to the 16.76 percent uvltimate oil: recovery,
percentage of oil in place,

These two figures, the 25 percent for the average
interstitial water saturation and the 16.76 percent
for ultiméte 0il recovery were calculated using the

pressure data and the curves from the Strawn limestone

reservoir. We felt these were applicable and by these

- and using the f£luid data obtained from our Shipp Number

2 Well and the bottom hole samples, theSe factors were
determined.
The oil formation volume was determined to be
1.642 and the original oil in place for 160 acre spacing
was 1,071,568 barrels of oil.
For 80 acre spacing it was 535,753'barrels of oil,
Tﬁe dltimate recovery for 160 acre spacing was

179,650 barrels and foxr 80 acre»gpacing it was 89,815
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barrels., f9he nltimate oil recovery on barvels per
acre--foot vas deternined to be 37.4 in cach case,

“he ultimate  gas recovery was 953,577 'Y for
160 acre spacing and 476,788 MCF for 80 acre spacing.,

The total prinery producing life for 160 acre
spacing was 11.8 vears and for 80 acre spacing it was
5.9 yeaxs. “he primary producing life was taken from
the econonic linits of barxels of oil per day from the
reserveoir and a pressure of 500 PSI to arrive at that
figure.

In arriving at the figure, iiv was assumed. that
productivity would decline in éccordance with ﬁhe effect
of increasing rescervoir gas saturation or oil permeability

I 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
correct?

Yes.

Based upon this information, do you think the volumetric
calculations are correct?

Yes.

As reflected on Exhibit 772

That's right. Exhibit 7 shows the computation of the

recoverable o0il reserves from the Humble City-straWn Pool-
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using the basic data as unediiJ1 the computations

already presented and established., The average pérosity
used was 6,30 percent wvhich was the horosity found on tho
Pubeo well Qith an average nct pay of 30 feet. The

water satuvation was 25 nercent and the recoverable
factor 16,76 percent,

The formation volume factor of the original boﬁtom
hole pressure was 1.642, The calculations show the
original recoverable oil in barrels per acre~foot and
according to the formula it was determined to be 37.4
barrels of oil pexr acre-foot vhich, of course, is the
same fiqure thét the Core Laboratories determined.

Based upon the computation which you have just gone
through relating to recoverable oil, did you then make

a study of the economics with reference to the proposed

‘spacing units, that is, with respect to 80 acre spacing

and 160 acre spacing?

Yes, I did.

And that’study is réflected on Exhibit 87

That is correct, “

Would you explain that, please?

Exhibit B is a tabulation of tﬁe economics for the
Humble City~Strawn Pool, comparing 80 acre spacing to
160 acre spacing. -Under revenue for an average well,

an”80 acre wéll would produce 89,815 barrels of oil,
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a filgure wnich Las already Looen ostaslished, at $3,56
poy barrel plus J?C,?SS VU ologas per well at 50,25
pér e,

Ve included tlhie gas cennomics in the computaticn
Lecause Phillips is now laying cas Jines to the lease
and contracts have been cigned and gas sales shouid
begin sorctine within thoe next weck,

o, this cane up to a total revenue under 80
acre‘spacing of §438,9386,

Under 160 acre spacing, the average well would
produce 179,630 barrels of oil per well at $3.56 per
barrel plus 953,577 MCF. of cgas for a total revenue of
$877,877. Subtracting tiie royalty and taxes, we héﬁe
a total revenue under 80 acre spacing per well of
$325,472. utinder 160 acre spacing, we nave a total of
$653,946,

The next item is expenses, which is self-explanatoxy.
Total expenses on an 80 acre well would be $295,400 and
for a 160 acre well, the total expenscs woﬁld be $330,800.

The next itcm»is the net profit resuitinq from
subtracting the total expcenses from the total revenue
and the net profit fér anlﬂo acre wcll would be $30,072-
and for a 160 Aacre well it would be $320,146.

The brofit to investnrent radio, is 0.12 on 80 acre

spacing and 1,27 on 160 acre spacing.
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Dowvin at the bottor o the bxhibit is a note that
the analysis does not consider any dry holes that may.
be drilled, LDstimated dry nole cost if £162,000.

On the basis of these calculations, a producer on
160 acre spvacing will support two dry holes wiile it
will take five tines gho net profit on 80 acre spacing
to support one dry hoie;

1 would like now to refex back to Lixhibit 1 in
connection with our economics and I will state again for
the purpose of comparison, that the rate of recovery
for 80 acre spacing is calculated at 89,815 barrélé,
while the recovery for 160 acre spacing was calculated
at 476,788 barrcls.

If yvou would refer to Exhibit 1, the wells are
colored in green to tnc NW of the Pubco Well and the
lardirig Well. In Sections 4, 5, and 6 of Township 17
South, Range 37 Last, versus the wells in Section 5 in
the NW c&rner, siiows the total recovery from the B!
zone, the same zone that the liarding and Pubco wells are
in, to be 60,297 karrels. This won't appear on your
graph pecause our draftsman forgot it.

The next well in Section 5, in the NI/4 of Section
5, shows a total of 58,751 barrels of oil recovered.

The noxt well in the NiW/4 of Section 5 shows a total

recovery of 19,647 bLarrels of oil. These three wells
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have all oneen plugged and abandonaed,

The well in the 85/4 of Section 32 shows an ultinatoe
recovery of 421,768 barrels. Tnis ultimate recovery
was calculated from extrapolation cf-production history.
However, it hgs to be pointed out that recovery from the
well is from bothh the B' and the ¢ zone, so we do not
fecl that it\is reaally comparative with the B zone
vells, further up on the nmap.’

In Section 31, close to the center, we have a well

G /6, in tie Biaoraey of tha #W/4, wiich

ihad produced a total of 17,040 barrels of oil before it
was abandoned, Then, about two miles north, in Section
19, 37 Bast, 16 South, in the SW/4 of the Section, we
have a well which produced over 100,000 barrels from
the B' zone. %The well produced a total of 132,597
barrels of cil. This well it still producing at a rate
of 7 barrels a day.

o the left of that, just across the Section line
in Section 24, 36 East, 16 Sdutﬁ, tiils well produced a
total of 4,115 barrels of oil from the B' zone, North
of thnat, in Section 18, the SE/4 of Section 18, we have
a well which is still producing 2% barrels of oil per
day.

iy point here is we have only one well praducing

from the B' zone which has produced in excess of 100,000
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barrcls of oil, “his would inuicate that tihese would
Le ecconondce folilures in as pach as one well on 80 acre
spacing vould produce, as wae aave calceulated, 89,815

barrels of oil., It is casy to sce how four good wells

would be requircad Lo support one dry hole and these
other wells I nave been tallking about, rmust be economic
failures,.
In conclusion, I would like to nuke three points.
First, it is our opinion that one well will effectively,
efficiently, and econonically drair ;GO acres., qu,
it is wy opinion that 169 acre spacing willvpermit the
drilling of cceononic wvells whereas we have presented.
information here establishing the fact that 80 acre
spacing will result in the drilling of unnecessarxy and
uneconomic walls.  Three, it is my opinion that 160 acre
spacing developnent of the Humble City-Strawn reservoir
will insure the operators that they can obtain profits
even though some dry holes will undoubtedly result,
regardless of the spacing which may be chosen,
0] Do vou have dnything further, Mr. Sanders?
nt No, sir,
MR, SPERLING: I would like to-offer our Exhibits

1 through 8.

y

MR, UT%: DExhibits 1 through 8 will be entered

into the record of this casec.

Ty
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1 .
(Whereupnr:, PPubeo's Lxhibits 1 through 8
2
- Wiere entered in evidence.
3 ‘ ‘ :
HR, SPEPLINHG: T have nothing further,
4 _
X k & K %
5
CROSS=EXIAMINATION
6
- S BY MR, IIINKLL:
7
E 0 Mro, Sanders, I refer you to your Exhibit Humber 5, X
- 8
e 8
! fé) don't believe that you testified how long your well
9
oJ Number 2 was shut-in at point number 4. Do you know
o 10 |
g ‘ how long it was shut~in?
= u A Yes, 12 hours.
2 12 :
E 3 0 Now, in connection with Exhibit 5, I believe you said
8 :;” . .
g = §§ 13 that this showed a severe pressure loss?
W o
XV
> x 41 A Yes, sir.
A3
.3 \
'E,';? 15 o) ind that this indicated good drainage between the
« W .
W 2
32 16 two wells?’
<32 17 A That is correct.
29 .
83
3';, .18 Q Isn*t it also indicative of a limited reservoir?
o~ <
3 u .
g 1| a Raturallv, any reservoir is limited.
g a | ‘
g 2 0 I mean a small reservoir. Doesn't it indicate that this
x 9 ‘ »
o JuS ] ) : '
o < 21 is a small reservoir rather than a large reservoir?
o0
o -
3z 22 A Suclhi could be an indication, however, it also, as I
o+
J» .
:4 N .
;E 23 believe our testimony has indicated, shows that this
: 2 _ ' .
3 24 is an extremely permeable section in the vicinity of our

25 wvell and your well and that such permeability gives real




e

k

Yy, Meler & mc cormic

dearnie

209 SIMMS BLDG.# P.O. BOX 10020 PHONE 243-6801¢ ALBUQUERQUE, NEW MEXICO 87103

12186 FIRSYT NATIONAL BANK BLDG, GASTeALBUQUERQUE, NEW MEXICO 87108

10
1
12
13
14
15
16
17
18

19

21

23

24

25

“Q

74N

CPAGE 44

good prcssﬂre comaunication between the wells vhereas
}n a real tight rescrvorr, often times you rcach 90

to 95 percent hot;t()m ho]r; pressure within the first
100 feet from the well bore under producing conditions.
Well, you had this pressure drop when vou located your
thamber 3 well, did you not?

lic.

You didn't have it at all?

Mo, sir.

You knew it was dropping when you drilled the Number 2
wellA?

Yes, we bhad access to Harding information.

But you didn't take>that»int0‘cbnsideration in
locating your wéll as close to the Number 1 well as you
did?

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 Qithin the limits

of the statutes of the State.

Referring to your Exhibit Number 8, your economic study,
now, doesn't this study that you have made in comparing

80 acre spacing to 160 acre spacing, take into consideratig
or assume that this'is a large reservoir?

Well, tne only assumption we made here is that a 160

acre well would have the full 160 acres to develop

in
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porositian of the qualities we have shown,
MP. HINKLE: I think that's all 1 have,
MR, UTZ: Anv further questions?
(llo responne.)
I-i\R. UT%: 7The witnees may be excused.

T4 & £ I vy .
\WALLNE3s ereused;

MR, UTZ: boes that conclude your Case, Mr. Sperliny?

MR, STPLRLING: Yes,
MR, UTZ: VYou're on, Mr, llinkle,

* & &k % %

RICHARD F, SPENCER,

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

testified as followas

DIRECT EXAMINATION

BY MR, HINKLI:

Q Will you state your name, residence, and occupation?

A My name is Richard Spencer, I live in Midland, Texas,

and ny occupation is an independent consulting geologist.

Q Have you previously testified before the New Mexico

0il Conservation Commission?

N

A No, I have not.

0 Would you state, briefly, your educaticnal background

and experience as a geologist?

A I am a graduate geologist of Texas Tech, I have 14 years

experience, including working with Pan American. Petroleum|




PAGE A6 A
1 I am a certified petroleum geologist,
o 2l o What companies have you been with prior to becoming
3 ~an independent consulting geologist?
4 A Well, I stated Pan Awmeyican, Forester, and I have becen
he 5 self-~employed for a vear and a half.,
; &~ 6| 0 Are you familiar with this area under consideration?
lt*’ lg
i = | A Yes,
. -
o
i :g 81 O And the pools in the vicinity?
OEO 9! A Yes.,
S .
D 101 Q The NE and Fast Lovington pools?
ob)
- 1| A I am very familiar with then,
) ‘ |
= - 121 0 And have you made studies of the well information
- 2
Q s, . . . ‘o ,
{g o¢ 13 available in connection with this?
~ s ,
29 14| A Yes, my partner and I worked the area in some detail
&y
z2z
g Z 15 sometime after the Pubco Shipp Number 1 hottomed at
22 .
N> :
gg 16 9,162 feet., After that well was bottomed, my partner
Ju ' .
;g 17 and I went to the Pubco Corporation, 0il Corporation, to
~
;E 18 - seek a farm-out because we felt this area was quite
g ' )
E: 19 representative of the Strawn and other zones.
x g
o
$x 20 ‘ MR. HINKLE: Are the witness' qualifications
Sz
o
gg 21 | acceptable?
60
ay 2 MR. UTZ: Yes, they are.
o 2
[s 18 of E
2 23 | @ (By Mr. linkle) Have you prepared, or has there been
$o
3c
» = 24 prepared under your direction, certain Exhibits in this
?
25 Case?
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Th4t is correct,

And they have been markod?

Yoo,

Referring you to Lixhibit 1, what docs that show?
Lxhibit 1, as you can sece before you My, Ixaminer, is
just.; regional map. This map shows the outlined fields
with the Permean Basin arca stratographically located,
Reférring you to Exhibit 2, will you explain what that
is?

Exhibit 2 is an isopach map of the B' Strawn facies. This
is the‘samevzone Mr, Causey referred to earlier, I am
referring to the éross—section on the wall.

What Exhibit is that?

That is ﬁxhibit 3. We concur completely as to the
stratographic breakdown of the Strawn formation and
this map, Exhibit 2, represents the facies of the B!
Strawn within the local area. I might just point out
that the wells we have designated on the map, the
green designations, represent those wells that have
penetrated and haQe prcduced from the B' Strawn. - The
blue designations are wells that have penetrated and
produced from the B Strawn bank facies, The orange
represents wells produced‘from the C bank facies.

The map is contoured on 25 foot contour intervals,

And the map also shows the location of the leases in
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in and around the lHarding Shipp discovery well in
Scetion li;

Also on this map, is shown an 80 acre checkerboard
on all the acreaqge Pubeo has a leasehold interest within
the immediate area,

I will point out initially that in the SW/4 of
Section 11, where the discoverv well is locat~d, the
larding Shibp MNMumber 1 well, this well was penetrated
from 9,162 feet which was the total depth Pubco rééched
in this well, This well was deepened from that point
down to a depth of 11,861 feet into the Atoka,

Undexr our contract arrangement, farm-out arrangement,
Qe were to deepen this test to a depth where we would
be 100 feet below the depth drilled and the acreage was
to be designated to therunit; whatever that unit‘would
happen to be, if it was 80 acres, it would be 80 acres.

On completion of the initial well, we would have
the option to drill a second test and all continuous
development would be on a 120 day continuous developnent.

> How, we are here today to set up -~ to talk about
special pool rules for the Humble Cit§~St¥awn Pool
including provisions for 80 acre units and assignments
of all discovery allowables for the Shipp Well Number

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

Range 37 East, lLea County, Nev Mexico.
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tThis pool arrangement on 80 acre spacing would.

ke similar to the Lovington NE and Lovinoton Last ficld.

They are on B0 acre sapacing; arce thay hot?

This is correct. In our initial‘discussions’witﬁ

Pubco, this was taken into consideration and it was

felt that these would be the probable field rules for

the Humble City-Strawn pool,

pid your farm~out agreement provide for 80, 40, 160

acre spacing, whatever spacing unit was determined by

the dil Consefvation Commission? |

This is correct.

But the checkerboard which you show on txhibit 2 indjicates
the checkerboard prevailing under the farm-out agreement,
if the checkerboard showed 80 acre spacing and the 0il
Conservation Commission approved 80 acre spacing; is that
right?

That is correct,

Now, I believe you said that you agreed with theAcross-

section which Pubco has presented, it is the same. as you

are presenting here?

Yes.

Do you, by these different zones, indicate this is a
separate stratographic trap within the Strawn formation
or that there is communication between these two'z&nes?

In focusing our attention now on Exhibit 3 and Exhibit 4,

25
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on his cross»seétion with exactly the same designations.
I do definitely agree with My, Causey in that this is
a Strawn formation here. There are brobahly e MOTL
likely there is vertical separation between each of the
stratographic units, the B', B, and C, although these
units occur within two to three hundred feet intervals,
and were, more than likely, deposited under similar
environment. What we are saying heré -~ reaching back
here to Ixhibit Mumber 2, you can see that these zones

are very crratic, of a very erratic nature, both

horizontally and vertically and you can see by the

blue designation on the map over here, that the B bank
facies is coming back to the scuth and west. This facies
disappears -~ doesn't disappear, but‘thé rock
characteristics change and you can see a number of Qdry
holes that have been affected in Sections 16, 17, and
20 in 16 South, 37 East, and the wells down here in
Section 19 and Section 24,

What I am caying here, is that each one of these
units, each one of these stratographic units, right in
here, affect the individual stratographic trap with no

particular emphasis'being placed on the present day

.structure,

The 160 acre spacing brought out by Pubco more than
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likely would have caused some of these zones not to be
drained. As you can sce from the dry holes in Sections
19 and 20, the three producing zones within the total
Strawn unit afe independent of one another. In essence,
what 1 am saying, is that the Strawn being deposited from
the same environmental deposiéion, does have, within it,
individual stratographic traps that are very e-ratic
and very difficult to find and this is why Pubco came
so close to the initial discovery well. You can pick
up new zZones, prodﬁctive, stratographic zones, that
come and go over a very short period of time.

For instance, in the cross-section, A and A',
between these two wells, the well right h;re (indicating)
produces from B' facies and this well (indicati;g)
produces from the C facies. These two wells are only
2,550 feet apart and it is very possible with 160 acre
spacing, that one of those zoneé may have been missed,
especially the C zone.

You could have a situa£ion where, if you had 160 acre
spacing, you might have one producing well and a Qood
part of the 160 acres might be barren or have no
production at all?

Absolutely. You can see this in Section 20, 16 South,
37 East. Section 20's producing well is located down

in the SW/4 of Section 20 and that partiéular well is
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producing fyom the B facies and it if; surrounded by

dyy holes. There ~re dry holes in Sections 29, 30,

19, and the one in Section 20, “hat particular well

has - produced over 900,000 barrels of oil) oun 160

acre spaning and it is possible that that 900,000 barrels
of oil migh’. have becen missed,

Now, granted, this is not in the same zone and it
may be within 25 or 30 feet from the¢ producing interval
of the Harding Shipp Well, but it is in the sawe suite
of rock deposits and under the same depositional
envirohment which we hope to find productive in the
ge;ieral area of the discovery well.

I believe you mentioned previously, that your partnership
is Spencer and Hudson and you mentioned the fact that
vou secured the farm-out from Pubco, what is your
relationship to the Harding 0il Cornﬁany?

Our relationship has been 'tI}at we are geologists, and
we generate drilling prospects for companies such as
Harding. We have a good working relationship with
Harding., We qffer consultation advice whiéh we have
done from time to time over the last vear, and this'is
basically' our relationship, primarily that of a
consultant.

You have made a deal with Harding 0il Company to

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

From our farm-out aqreement which was consummated on
November 5, 1971, with the Pubco Corporation. We later
got apprdval from the Pubco people to reassign our
rights to the Harding 0il Company and Harding assumed
our obligations and reentered this well and fulfilled
our obligations that we had under the contract.

So they are going ahead and performing in accordance
with the contract?

This is correct,

Do you have anything else that you would like to
discuss? | :

I would just like to point out, from a geological
standpoint here, that you can see, as I pointed out
before, in the SE/4 of Section 11, Pubco's two wélls,
are as close as they legally can be. Also, they ére
drilling the Number 3 well up in the NW/4 and our Number
2 well is in the NVW/4.

'Thié means there aré four wells clustered 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 would be as to picking up these individual
zones that might be carrying sﬂbstantigl amounts of oil.

We might not find these zones as a result of this wide
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3(:0;) out and 1 believe that is priwmarily what 1 would
11):5 to say here, fThere is no real basis on which to
say how large this field will be. TI'rom a gyeological
standpoint there is no immediate control over this
immediate arca, the only point of control we have is
in Section 8 and thesé wells back here {indicating) in
the Lovington Last pqc)l.

In Section 11, we had one point of control with the
Pubco Numberx 2 well and because of the geological and
engineering datum that was withhéld from us, there was
no way of telling just how large the pool mnight be.

The datum certainly points out the risk factor by
the nature of the deposition of the two cross-sections.
These show this is a risky area and there are zones
that likely could be missed by wide spacing in the area.
If the geological informatibn as shown in Exhibit 2 is
correct, it would 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 zerxro isopach liine
and their configuration was not exactly the same as ours.
However, there was no way of telling how large the .
field might »e. HHowever, it is our hope that with proper
deQelopment, we will be able to pick up these other

zones, these other thin zones that could be very
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l ‘ 1 clusive and hard to find and that oil way be missed on
& 2 .
- any othey spacing arrangement.
3 MR, BETHRILE:  That's all T have on Dircct,

o™

12
M

R, UTZ: Anv questions?

'a”i 5 * & o kK
, N 6 CROSS=-LENAHINATTON
r‘ 8
| = 71 1Y MR, SPERLING:
; Q
l~ ~23 8 0 Mx. Spencer, would you indicate which of the three
» o3 9 areas that you have referred to, B, B' aud C, appear
‘ - ;
[* .gg 10 to have the greatest areal extent insofar as your
r E% 13 studies have shown?
)
. = - 12 A The greatest arcal extent as far as continuity is
i —_ 2 '
Qe s,
ég g2 13 concerned is B', by virtue of the wells colored in green,
; o«
Ww o ’ .
:5 14 but as far as resexrves of one well, the one located down
W ou
z =z .
4 15 here (indicating) surrounded by dry holes is out of the
2 Z
< S B
§§ 16 C zone. It has produced in excess of 900,000 barrels.
o x .
Ju ~ . . .
§§ 17 From a reserve standpoint, the blue would be the
o &
hagie® |
3 18 greatest and this well could have easily been missed on
2 ~
Zs 19 a 169 acre basis.
£4
a
5; 20 Q Did you consider development of the Last Lovington Pool
2 <
a
§g 21 on 160 acre spacing risky?
4 -
G0
:3 2 A I suspect that 80 acre spacing would have developed and
O
(o B .
35 23 drained what they would have on 160 acres.
z o -
z e :
gf 24 Q Do you know what did develop and drain:
25 A Well, this will come in further testimony.
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s S o imm A s n rom a m, 0 QUG Qg W

liave yoﬁ‘mado caleulations which would indicate to you
the area nxtéﬁt which would be necessary to produce
360,000 Larrels?

No, but that will core, T helieve, in later testimony,
bo you have an~opinicn as to the‘aroal extent around
the Getty-lonty Uumber 12

The only thing I could show vou here would he the
developnent pattern around these wells appear in
Secticns 17, 16, 20 and 23. ‘These are producing wells
with one‘dfy hole.

Wouldn't you have to have an area greater than 160 acres
in order to justify that volumetric production?

It would depend on the vertical extent,

lHave any studies that you have seen or datum that you
have seen, indicated the vertical extent of any of these
zones? |

You can certainly’see from this (indicating) that this
area could easily have ber wlssed.

Do you feel the drilling area jis in excess of 160 acres
here (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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37

PAGE

agroement. contemplated not only 80 acre spacing, but
also 160 acre spacinag and as high ag 329 acres?

This is correct,

S0 we uge nat. tallking about contract provisions, limiting
the acreage to 80 acres?

that's correct. We initially talked with Orin Crane

and he was later replaced by Dale larrison and we talked
about 80 acre spacingvin these two fields, however, we
felt it would not be goqq business to draw up a contract
that would not include 160 and 320 acre spacinq\

¥ou were really talking about 160 acres, were you not?
No, we weren't. We could not have been talking about

160 acres. Based on what you see ﬁp here {indicating)

we didn't rule it out up here‘(indicatinq).

You spoke about the difficulties in finding these other
possible producing zones within fhe Strawn and the
possibility of missing fhem on a 160 acre basis; isn't
that true? From a volumetric standpoint, isn't it true
that you might'have geological success so far as locating

one of these was concerned and, at the same time, have

This is very true, but I think in answering that
question, if you look at the Pubco development, yoa will
see the proximity to this well here definitely points

out they considered the economic potential of the area,

e i e ke me e ke e e e S e ma e e e s e
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1 but certainly considered the risks involved here, and
2 also, the other advantages in the way of additional
3 zones, that T tend to believe extend out of this araa.
4| 0 - Do you think 160 acre spacing climinates the develovment

of these other zones?

I think it would be hazardous with 160 acre spacing. We

N

- 6] A
2 ;
gg 7 feel that the dry hole here (indicating) would have
Q
2; 8 prohibited us and Pubco from developing othexr locations
¢ EE 9 such as these (indicating). In Section 16, you will see
| . .
B 2 10 the dry hole in the SW/4, and then again in Section 19
2 b . :
?Ij E~ 11 you will see a dxv hole in the 5W/4, then again in
i B == , :
"ﬁ fg p 12 Sec¢tion 30 in the NE/4, and then again in Section 29 in
¢ 04 | — -
@ =
- @ 0% g3 the N¥/4.
2 s |
g 2y 14 . Any one of these dry holes might have prohibited
o %
e W w
£y z 2z
: Gz 15 additional drilling in the area and I tend to think that
3 Z
g . . -
v 3 16 if additional dry holes had been drilled, some of these
g
D u .
gé 17 additional wells might never have been developed and
* 0
a2 :
$S 18 that would have slowed the Strawn development in the
32
u
gg 19 arxea.
Y : .
E: 20 Q Do you have an opinion as to whether or not one well
°Z
x9 in this area as it is presently completed within the
° < 21
00 ;
v i 2 Humble City Pool would drain in excess of 80 acres?
o‘ z
[o I8 of
a e - A No, I really don't. I believe our engineer will testify
w . RS
Z o
ie to that.
2 24

MR. SPERLING: That's all I have.

25
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MR, UT%: NMny other questions?

HMR. HATCH: There has beon, hélieve, reference
made to 80 acre spacing in the Rast Lovington Pool, I am
not sure that is correct.

Would you have any exception to the Lxaminer
studving compression records to see what the correct spacing
is in the East Lovington Pool?

MR. HIMKLE: X would certainly recommend that.,

MR, UTZ: Ve wili take administrative notice,

(Witness excused.)

* % Kk * %

ROY C. WILLIAMSON,

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

DIRECT LEXAMINATION

BY MR, HINKLI:

Q Would yon state your name and residence?

A I am Roy C. Williamson, Jr,, president of Bailey,
Sipes & Williamson, ofAHidland, Texas.

Q Have you been employed by the Harding 0il Company as

a consultant in this case?

A Yes, I have,
Q Have you previously testified before the 0il Conservation
Commission? .

A I have,
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I -
1t g ind have your qualifications as a petroleun engineer
' 2 been accapted as a matter of record?
;w, 3 » Yeg, ny qualifications are a matter of roecord with the
ol “ 4 Cormission,
51 o lave you, since your employment:, .made an independent
S 6 study of the llumble City«StraWn rcol?
lg
E 7 }\ YCS s Siro
Es .
tj 8 MR, UIIINKLE: Are the witness' qualifications
£ 9| acceptable?
od E
-
Q 10 MR, UTZ: Yes, they are,
D
E% 11] © (By Mr. linkle) lave you prepared or has there been
> '
%g . 12 prepared under your direction, certain Exhibits for
s i
%g §§ 13 introduction in this case?
e
30 A Yes, sir, there have been,
g 14
ww
Zz =
§Z is1 Q Referring you to Exhibit Number 5, would you explain what
22
g . -
3 16 this shows?
o x
oW .
35 gl A Exhibit 5 shows the logs from the four wells that were
s B
< .
35 i8 pointed out in Exhibit Number 2., These are located in
'R ) ‘
o6 4
:: 19 Sections 16, 17, 20, and 21 of Township 16 South, Range
% q
p 4
n\J -
[ 20 37 East. Mr. Spencer has referred to the fact that the
Sz ‘
- q . :
§: 21 wells in Sections 16, 17, and 20 are producing from the
. Z
Q2 . . .
<y “22 Strawn section, and the well in Section 21 is a drv
\; z
EE hole.
oi 23 ~ _
55 2% I would like to direct your attention to Exhibit
L] A

25 Nunber 5 which shows the perforated intervals of pay
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development for the three producing wells, We can see
here that the State C junber 2, which is in Section 17,
has a perforated interval, These are all ncutron
porosity logs. The well in Section 16 is perforated.
The well in Section 20 has a longer perforated
interval and pay =zone,
In Section 21, which was the dry hole, wc.see
that the pay has failed to develop and this, again, just

points out the fact that we do have very rapid chahge

“in perosity and permeability developiient over very

short distances in this field,

The three wells that are producing are all producing
in excess of 200,000 barrecls of oil as of the fifst}
of 1972, I might point out that the well in Secﬁion 24,
is rather spotty with an accumulative production of
4;115 barrels of oil. The well in Section 19, the
Clinton~Honty State Number 1 shows_ll3,000 barrels which
again, shows the rapid charge in the producing
characteristics over very short distances. In Section
20, we have the Getty well, which has been réferred
to before and which has produced over 900,000 barrels
of oil.

Right to the west of it, we have a er hole and
to the S of it another dry hole. The nearest producer

in.Section 19, is rather spotty and hés pfoduqed ahout

N S T
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15,006 barrels of o041 as of the first of thae year.

Calling vour attention down to the Lovington ast
field, in Section 4 of “Pownship 17, South, Range 37
Bast, we have the Getty State U Number 1 that has
produced about 19,600 barrels of oil before beilng
temporarily abandoned and plugged back to the Paddock.
In Section 32, we have the Getty State P Number 1
vnich has produced 412,000 barrels of accumulated
production as of the firsé of the year.

So we can see that we could have very marked
changes in our porosity and permeabilitv developmeht and
these wells also exhibited producing characteristics
that were very close, one to the other,

Referring yéu 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
include what has been determined 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
production will not occur as being 4 percent.

in other words, we have a 4 pércgnt porosity cut~-off
line and the average porosity line as exhibited by the

sonic log, is approximately 4.8 percent. We understood

R TG
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‘i:h'a.th: Pulﬁ;\(:« hdrlrnn-d thoelr Num}..; z 2 ‘;hi;m ,p.u ”;:hé '
informetion was not.avaiiable to us,.so I>necded to make
some caleulations utilizing porosities that were a little
m;ye representative bacause I felt this one here was
low.

I utilizeé the sidewall neutron logs, mainly because
they wvere the best logs availahble, and they were
porosity logs from the wells in Sections 16, 17, and
2¢,

In analyzing these logs, X arrived at an average
porosity of approximately 8 percent which was used in
ny calculations. I see now,kfrom the datum that this
was probably high by some 25 percent.
I refer you know to Exhibit Number 7, will you explain

that?

Exhibit 7 is a comparison of the reserves calculated
by the volumet;ic method., The fluid samples on this
well indicate a bubble point of 2893,000 pounds and
an accuhulative‘productidn of 10,090,

On Exhibit 7, bottom hole pressure was again
measured and was found to be 4,188 pounds and from
eliciting data from the fluid analyses, we were able to
determine the formaticn'volume factor that was initially
representative of the oil formation and was representative

of a pressure of 4,188 pounds.

.‘K\li'




k

Y. Meler & mc Cormic

dearnle

209 SIMMS BLDG,0P.O. BOX 10020 PHONE 243-66010 ALBUQUERQUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLOG, EASTeALBUQUERQUE, NEW MEXICO 87108

10

1

12

13

14

18

- 16

17

18

19

21

23

24

25

PASE 6 d

Utilizing the sinplificed version above the hubble
point I was able to calculate from avallable data, the

amount of stock tank oil originally in place in the

rescervoir., The figurce was calculated to bha 741,609

barrels of oil, Without having better datum, I just
assumed for estimation purposes, that the recovery
would be approxiﬁately 20 percent and Pubco has shown
it to be 16.67 pefcent, I believe.

I might point out two things that migﬁt alter the
calculations of reserves, It is very possible that, in
view df the fact Qe do have hugular porosity we should
have matrix porosity due to the fact that the pressure
buildup has been so rapid.

It is my feeling that the rapid pressure buildup
is probably occurring from the bugular porosity of the
resexvoir and the pressure measured here probably is
pressure contribution from the bugular porositj of the
reservoir, as opposed to the matrix porosity.

So, if we had a Ibnger shut~in pressure, we
might show that the pressure drop was not quite as
severe as we have observed here.

Also, the fact that we have buqular porosity, I
think our recovery factor could poséibly be somewhat

higher than the standard 20 percent, I think the datum

indicates that we have a very limited reservoir and

L e sy
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indicates that thisgs fi@ld in right in line with what

we have seen in the Lovington last and lLovington Horth-
cast fields where thosco reservoivs have indicated thnt
they are somevhat limitecd in sizeo.

Referring back to Ixhibit Humber 1, T think reference
has been made to the three wells in Sections 6, 5 and
4 of 17 South, 37 Fast., 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
whether they are on 40, 8C or 160 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 ﬁhe reservoir
characteristics.

Referring back to Exhibit Number 7, I think that
I mentioned before that the sonic log on the Shipp Number
1 indicated 4.8 porosity and the average porosity from
Peﬁnsylvanian oil.wells, was about 8 percent. I felt
g percent was near right, but vas probably high; but
on the other hand, 4.8 was low. Anyway, that vas the_
number I utilized on my calculations.

'Again, I estimated the recovery of stock tarnk oil
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to be placed at 20 percent, Utilizing the original
fermation volume factor, I ﬁade a volumetric calculation
of ©il in place per acre foot and found it to‘bc a2
barrels of oil per acre foot.

My calculations of the net pay from the sonic
log bf 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 casily drillable here for,
I would suppose, grcater porosity.

T determined from this 46 feet of net pay and I
then calculated thé recoverable barrels of o0il on an
80 acre basis and on a 40 acre hasis. On a 40 acre
bhasis, the total was 95,000 barrels and on 80 acres,
191,000 bharrels. |

Now, if we»assume that the average porosity in the
area of the Shipp Number 1 well is approximately 25
percent too high, aﬁd that would be indicated by the
Pubco data, that would reduce the 80 acre drainage by
25 percent and put it at 150,000"barrels which agrees
with the 148,000 barrels fiqure.

So thié data indicates that we are dealing with
a reservoir that might not be biggeyr than 80 acres
to start with, I hope, for the saké 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 teke the 80 acre total and multiply
hy two and show we would get 400,000 barrels by draining
160 acres, but I think the data that has been calculated
indicates that we do not have a reservoir that big,

I would say that it doesn't really matter and
that it is immatcerial if you don't have a reservoir
largexr than 80 acres, you couldn't éxpect to drain an
area larger than 80 acres.

Is that all you have in connection with Exhibit 7?2

I believe so.

Referring you tc Exhibit Number 8, would you explain
that?

Exhibit 8 is a study of the economic development. In
arriving at item number 1, ve utilized $3.44 per barrel
of oil and $0.22 per MCF of gas. I utilized an average
of 1,000 cubic feet per barrel of oil, which is probably
a little low,

I estimated taxes and operating costs and ran this
out mathematically and showed that to pay out for the
drilling and preliminary tests, the taxéé and operating
costs, it would require approximately 90,000 barrels
of oil,.

If we reduced our average:porosity to 6 percent
instead of the 8 percent, it would show that on 40 acre

spacing it would be uneconomical.

R |
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On 80 acre spacing, T think we probably have a
reasonable prospact, we cortainly would get our money
back, plus sone more and changes are that we might
develop more rescxves hy means of two things. One, the
recovery might be greater than 20 percent and this
would be a majecr thing that I think we might see. And,
also, the pressure that we have mcasured might be a
little higher than we think, at icast this is my
opinion. Of course, if the pressure is higher, we should
show moxre c¢il in place. |

Mow, X might mention that the pressure taken in
the Shipp Number 1 was after production of some 10,900
barrels of oi_l. At that time, calculations should have
been made as ﬁo what the volumetric o0il in place should
have been,

Do you have any comments with respr.;ct to any of the
Exhibits int;’oduced by Pubco?

I might make a comment on Exhibit MNumbex 5, their
Exhibit umber 5. Again, I believe the location of
their well Number 3 would probably be just about on
this line (indicating) ,‘ I'm not sure of that though,

This would indicate it would lie'Sharing the
drainage area that the Harding Number 1 is éhaz‘ing and
which would indicate that we now have essentially three

wells which might be sharing recoverzble reserves of
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150,000 barrels of oil,

What conciusionﬂ have yvou c¢ome up with as a result of
your stuadies in this arca?

It is my conclusion that 80 acre proration units would
be preferable in developing thé field because of the
erratic nature of the porosity and permeability. This
erratic nature would cause risks in getting dry holes
ahd these risks would escalate vexy rapidly on 160 acre
space outs.

The rapid changes would not only affect drainage,
but actﬁal pay development. We have said that these
wells, in this area, do change very rapidly and we have
seen where a well will recover s lot of oil right next
to a dry hole.

The communication between the larding well and
the Pubco well is obviously very good and ; think that
the risk thét is inherent in this resérvoir Qas exhibited
by Pubco in its desire to drill theirx well as close to
the discovery well as they could get.

With the risks involved i;bﬁhis resexrvoir, I
probably would have done just what they did,~get as close
to the producer as I could because T don't want to drill
a dry hole. I would rather share the reservoir with
someone than get a dry hol@.

Do you have any further conclusions?
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You have good roch development in the reservoir and

the cconomics of 80 acre spacing will be very adequate,
f you did not have aood rock d(:vcl.@i;'mo-nt the fact

Y ou drilléd on 160, or 320 acre spacing would not help
you economically because, witli poor rock development,
you are rbt going to be able to drain a very large arca
anyway.

Is it yo"‘ur opinion, then, that the adoption of temporary
80 acre spacing will be in the interest of conservation,
of hydro carbons and the prevention of underground
wﬁste?

Yes, sir.

Woﬁld adopting 160 acre spacing protect correlative
rights? »

I would say no, bhecause you might rﬁiss. completely miss,
the development of a porosity or permeability zone,

Do you have anything else that you would like to add?

I think that possibly the Exhibit of Pubco, Pubco's
Exhibit tlunber 5, that indicated bottom hole pressure
that we do see that apparently the pressure is beginning
to turn or curve and this could possibly indicate that
we are seeing some pressure coming out from the matrix

of the reservoir which might support the fact that we

have a little higher pressure than we think we do, I

certainly hope so, because that would mean there would
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1 ‘ ’
e more reserves Lo bhoe produceds
u 2
MR, HIOFLE: Re would like to offer Exhihits 1
3 .
; through 8,
’ ’ 4 MR. UTZ:  Exhibits 1 through 8 will be entered
5 into the record of this casco.
_\é 6 (h’hcreupmi, Harding's I'shibits 1 through 8
N E 7 were contered in evidence.)
2 o 8 : .
: X HR. UTZ: Any gquestions?
L E
9
M X k5 % %k %
|
g 10 CROSS=~LXAMINATION
| i 11 | py MR, SPERLING:
(=3) ,
S 3 12| ¢ Mr. ¥Williamson, referring again to Exhibit Number 2,
G ..
% 9 13 I believe it is, and the three producing wells that
x ©
uw o
> 14 you referred to and the one dry hole which are in the
wuw
z 3 .
g.zl 15 Lovington Northeast Pool area, do you have an opinion
3z A
o uw &
'§§ 16 as to the extent of the area that those wells are
o
[ .
<2 W draining and have drained?
-
2«
e 18 A Yes, I have. Look at this (indicating) and it is my ‘
39 |
"]
Eg 19 opinion that those wells are very capable of obtaining ‘
x4 : . |
Lo
g% 20 a production that they had exhibited from 80 acre :
- ; .
x
S 2 spacing.
g0
&E 22 Now, this line will show what the pay interval is.
o
o
J n . N
e a3 In other words, there has not been sufficient testing
Z o
2 :
s 24 in those wells to indicate how far the pay zone extends
25 below the pore formation.
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So, by xeferxving to Lxhibit $, we can gee the
perforated intervals are in the top of the indicated
porosity zonc,

In considering the volume of oil produccd from sc w
of those that have been drilled on 80 acres -- well, 1
think the highceot -+ well, I don't think we arxe looking
for 500,000 barrels -~ naturally, we will be looking for
h I
Lven on 160 acre spacing, it could occur?

What about 160 acres?

It could occur on 160 acre spacing?

Oh, yes.

Now, if this ~- if your conclusion concerning the extent
of this reservoir as possibly being confined to 80 acres:
is true, should not the next step be taken in order to

confirm whether it is or not?

If we determine this from subsequent pressures, I,

personally, if I were an operator spending my money,
wouldn't drill ancther well anywhere here before I got a
large pressure buildup. I feel it is a greater(risk
stebping out. on a 160 acre bas;s because you are very
likely to miss part of the reservoir these wells are
producing from.

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

obviously thev did not feel the well justified going any
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deeper to the Styawn,

X bglieve you already reduced your volumoﬁric calculations
some 25 percent? |

Yos,

Now, in arriving at your net pay figure, how did vou
conclude thexre were 46 net féet of pay when there sccns
to be an indication of a maxinum of 34 feet?

I took all the net pay above the 4 percent porosity

cut off which was confirmed by the log on the Shipp
Mumber l.

Would you coasider this core information to be more
reliable?

I would suppose it would be, yes,

What kind of scale did you usé for the 4 percent cut off
in porosity?

What kind of scale?

Yes, porosity scale.

I calculated the matrix velosity for the reservoir and
used the timz equivalent equation to calculate what 4
pexcent would be, \

Now, if I understood your testimony correctly, I believe
you suggesied 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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taenporary.

0

F i

A

feod

(By Mr, Sperling) Viell, are vou nuqgesting the
possihiljty that, at some time in the future, this e
expanded to 160 acre spacing?

I have no feecl for that, as far as 1 am concernad,
pernanent 80 acre spacing rules could be adopted,

Do you think that Pubco's Exhibit § shows that the
Harding well is dtainingAin excess of 80 acres?

It shows 90.% acres.

Do you agree with that?

If we assume the reservoir is homogencous within the
circle, yes. If it is not homogeneous, we could have a
limited reservoir that is smaller than 90,4 acres.

But you don't have any evidence of that?

No, there is none in existence,

Pid your studies indicate the presence of fractures
insofar as these zones are concerned in the Strawn and
possible commuQication between them?

I have no data as to fracture conditions in the
resexrvoir, perhaps the core analysis would show it.
Mr., Williamson, on your Exhibit Number 2, I notice yom
have a location shown to indicate your Number 2 well
in Section 117?

Yes,.

‘What are your plans as to the drillin@‘of that well?
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I wili defer that to the opnrator,

MR, HINKLE: The next witnéss will cover that,
(By Mr. Sperling) Do you know adout the Pubao well
drilling, the well just to the north of youxr location?
I was told that it was around 9,000 fect, that's all
the information I have had to date. )

MR. SPERLING: I have no further cquestions,

MR, UT%: Any other questionéé'

(Mo response,)

MR, UTZ: If not, the witness may be excused,

(Witness excused.)

* & & % %

JAMES JUSTICE,

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

testified as follows:

DIRECT EXAMINATION

BY MR, HINKLE:

Q

A

State your name, residence: and position, please,’

My name is James 0O, Justice; my residence in in Dallas,

Texas; and I am chairman of the board and chief executive

officer of Harding 0il Company.

tthat is the relationshib between Harding 0il Company
and ﬁhe-Spencer and uudso£ partnership?

We have a consulting arrangement and we work with them

on a’number of different prospective drilling opportunitied
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and took fyom them, ot thalr cocommendation, the

Pubco farrm-out that had been wade o them previously in
Hovember of last year,

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

Yes,

And llarding 0il Company decpened the Pubeo well and
made the discovery?

Right, thefe was a good cvportunity from three standpoints
one, the potential of the reservoir; two, the opportuni.ty
for developing acreage significant to us, and third,

the opportunity for return,

State, briefly, how the Harding Oil Company is operated.
Basically we obtain prospects from consulting geoclogists
of which Spencer and Hudson are major contributors. We
offer these through an investing public,

Have you given noticé to the ﬁublic company of your
attention of drilling the Number 2 well in the time
provided by the farm-~cut agreement?

Yes,

What procedure are you following?

Shortly after completion of the Shipp Number 1 well

we prepared our S-10 registration and submitted it to
the Security and Exchange Commission for their reView.

There is a 120 day clause associated with this and we

;
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recognizod thab bhecause of the time this would be
difficult tk() achiove,

Have you filed with the Scecurity and Lxci%anqc Commi:m‘ion,
a plat or plans for c_levo]@)pm:nt: not. va‘\-ly of the Number

2 well, but of {’.in() acxcage in general?

Yes; in ouxr initial registration with the Security and
Exchange Commission, we filed for the development of the
acerage on 80 acre gpacing if it were oil and 320

spacing if it were gas,

This action was taken by us not only from the
recommendations of the consulting geologists, but also
on our own house investication. Ve felt that, as a
result of examining the area, from the way it drilled
and the way it drained; that producing on 80 acres
presented the optimum kind of spacing for the area. It
was on that» judgment and on that basis that we went
ahead with the 80 acre proposition.

Now, if the Commission should approve 160 acre spacing,
would this he difficult for you concerning your
Application with the Security and Exchange Commission?
Tﬁere would be several adverse effects, a significant
time delay would be associated with it, and it would
require refinancing,

It would also fequire changing the ground rules .

under which the offers would be made. This would be a -
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(e e

difficulty not only with the Security and Exehiange
Commigsion, but 1 think it would put ouy contract in
jeopaxdy sé far as our ability to meet the time require-~
nnents of the contract arc concerned,

¢] Do you have any intention after drilling the Humber 2
well, of drilling additionél wells in the area?

A Yas, we have appiied == we have made applicatién to drill
two additional wells. These applications are bLeing held
pending the outcome of this hearing.

0 Can you tell the locations of those wells?

A The locat;ons are shdwn on Exhibit 2, and‘they are
designated the numbers 3 and 4 wells. There®s one to
the east and one to the northwest,

Q And, if 80 acre spacing is adopted, you intend to
proceed on the basis outlined and drill these wells?

A Yes, that is correct.

Q From all the information which has been available to
you and from emp10ying consulting fi;ms, have you formed

any conclusions as to how the area should be developed?

A Yes.
Q ’From a conservation standpoint?

A Yes. Fixst of all, we feel the oricinal assessment
and conclusions have beenvconfirmed.

Secondly, we feel that it would be in the interest

of our investors to continue on 80 acre spacing.
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Third, ve feel that in the interest of conservationg
it will effectively and efficiently drain the acreage
based again on the assessments obtained form the
consulting engiheerﬁ.

Fourth, we feel that it will also preserve the
ccrrelative rights of others in the area, that 160 acre
spauing, in ouxr Qiew, would jeopardize.

llave you any objections, ox any favorable comments from

any operators in the axea concerning your Application for

80 acre spading?

We have gotten lecters of support from several péople 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 supporting vour Aéplication?

Yes, sir.

Do you have anything further?

Nothing‘othér than --\I realize these business aspects
are not really dermane to the Commission's deliberations,
nonetheless, I wanted to take the opportunity to point
them out because, iﬁ ouy perspgctive, they are
significant factors that influence our operations, We
feel that from a busipess aspect there is good and

sufficient reason for continuing: on 80 acre spacing for
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the reasons that have bean outlined here taday:and
which support our initial judgment in mnfing this'
particuler arrangenent.

MR, HINKLE: We understand there have been letters
or telegraris sent to the Commission,

MR. HATCH: Thefe is a telegfam from Penuzoil, a
telegram from Atlantic Richfield, both in support of Harding's
Ap»lization. There is also a lettex from Texas Independent
Petroleun supporting Harding 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 approval of the Security and Exchange Commission to

- complete the well?

THE-WITNESS: We have made appiication and expect
comment this week from them,

MR, UTZ: Any other questions?

x & & % %

CROSS~EXAMINATION

‘BY MR. SPERLING:

Q Did you have separate registration for each of these
prospects, Mr, Justice?

A e have filed separately on the first and second, on
the subsequent ones, we might not.

0 - What are the economic risks to larding under your
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1
arrangcement?
Bt 2 )
A We have economice risks in terms of the cost of the
3 . , . ‘
Ka - acgreaygce that we are dea}lnq with here, along with the
i 4 initial acquisitior risk. ¥We have legal fcos and risks
5 in terms of meeting our contract c:ligations, Some of
-5 6 the risks are more than economic.
g 7 Q Well, assuming the =ost of the well tc be $£300,000, how
Q
) . . .
') 8 much of thac represented investment by lHarding?
oJ 9 a I can't give you the precise figure off the top of wy
.
% 10 head, but our investment in that would be o small
= u percantage of the total investment.
m B
c 3 12 5 What is your participation in production?
G s, _
S 8: B a We will participate in production by less than 20
fg |
sx 14 percent.,
W w
z Zz
ia 151 o So, in effect, the wells are being paid for by your
32 16 investors?
jo 7]
3
«< g 17 A YeS »
2
it 18] @ and you receive a 20 percent interest without a
a o ‘
o w h 1 s
5y 19 substantial investment in the cost of drilling the well;
]
Lo
iz 2 is that a fair statement?
-«
xiﬂ
3x 21| A I think that's a fair statement, yves.
6o
35 2| Q Referring to the contract and the acreage that you have
(o3 od .
an . ;
° 23 under. the Pubco farm-out, you have a double number of
o
z o
;V 24 locations available to you on 80 acre spacing -- or to
25 your investors, than you would have on 160 acre spacing?
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A I haven't éountcd them up, but it seems logical to say
that,

MR SPERLING: I think {hat's all ¥ have,

MR, ULZ: Any otheor questions?

{llo responsc.)

MR, UT%: If not, the witness may be excused.

(Witness excused,) )

MR, UTZ: Does {hat complete your case?

MR, HINKLE: That concludes our case,

MR, UTZ: Any statements?.

MR. BUELL: On behalf of l. L. Brown, Jr., we vould
like to support the Harding Application and oppose the Pubco
Application,

On the 80 acre spacing, we feel it would bhe prudent
to reguire drilling either in the SI/4 Quarter or the NE/d
Quarter of any section,

MR, UTZ: The northeast?

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

MR, UTZ: Anything further?

MR, SPERLING: X would like to say just briefly,
Mr. Examiner, that we feel that the data which is based on
reliable information and not on speculative data which was
presented concerning the reservoir, certainly supports the
Application of Pubco for 160 aére spécing.

While it is true that there are only two wells
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‘ : ! presaently drilled and completed in the pool, the informatien

{? 2 which i3 avallable at this time ffom the gtandpoint of
;~ ;3 resexvoir information is much more aébundant thon . any other
ii " 4] two well ficlds I have ever scen before. L think this
f* | 5| information shows conclusively thac it would be ccononically
;“ %E 61 prudent to develop this field on 160 acre spacing,
?“ .gg 7 MR. HINKLE: 7The well was deepened on information
;‘ §§ 8 1 given to Harding by Pubce which showed on its facse that this
;; Eg 9| was possibly a very limited area. It has been brought out -
§¥ .gg 16 | here in testimony, that drilling in the Strawn area in the
g& Si 11 viciﬁity of the norxtheast and east areas have been very
" i% 12 | erratic and it is clear that this is a stratégraphic formation
ég 13 or pool and that you can have a dry hole right next to a
14 | producer.
15 I think that in suming up all the evidence together
16 | that has been introduced by both sides, would indicate that

17 | it is a limited reservoir and I think that Roy Wiiliamson's
18 | testimony shows very definitely that he wouldn't even advise
19 | an operator to drill another well if the pressure continues
20 | to drop. I don't think the Commission can assume here that
21 | the reservoir has sufficient development to justify 160 acre
22 | spacing, at this time.

23 So I believe the thing to do at this time would be

1276 FIRSY NATIONAL BANK BLOG. EASTOALBUQUERQUE, NEW MEXICO 37108

24 | for the Comunission to adopt temporary 80 acre spacing rules on

200 3IMMS BLDG.# P.0. BOX 1092¢PrONE 243-0601 0 ALBUAVERQUE, NEW MEXICO 27103

the basis of one vear and to take a look and see what develops

25
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been indicated that there are going to be
wells drilled in the meantime,

SPERLING: The obvious answer to that is, you
welis that are already drilled.

UTZ: Any other statenents?

response.)

UrZ2: XIf not, the case will be taken under
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STATE OF MW NMEXICO
COUNTY OFF BRRNALILLO
I, RICHARD Iy McCORMICH, a Certified Shorthand Reporter,
in arnd for the County of Bernalille, State of New lexico,
do hereby certify that the\foregoing and attached Transcript
of Hearing before the New Mexico 0il Conservation Commission
was reported by me; and that the same is a true and correct
record of the sald procecedings to the best of my knowledge,

skill and ability.

{ » z@/ S 7Y /uzwké;ﬁ_

CERVIFILD SHORTHAND REPORTER
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GOVERNOR

BRUCE KING
O3 CONSERVATION COMMISBION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER
p - ALEX J. ARMIO
P.0. BOX 2088 - SANTA FE MEMBER
CYIL
STATE GEOLOGIST
) A.L.PORTER, JR..
July 17, 1972 SECRETARY - DIRECTOR

Mr. James E. Sperling Re: Case No. '.”48
Modrall, Sperling, Roehl, Harris Order No. R-4337
& Sisk

Post Office Box 2168
Albuquerqgue, New Mexico 87103

Applicant:

PUBCO PETROLEUM CORPORATION

Dear Sir:

'Enclosed herowith are two copies of the above-referenced
commission order recently entered in the subject case.

Very truly yours,

e _%@“yf 2

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

ALP/ir
Copy of order also sent to:

Hobbs OCC X
Artesia OCC

Aztec OCC

Other  Mr. Clarence Hinkle, Mr. Sumner Buell




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSJDERING:

CASE NO. 4748
Order No. R-4337

APPLICATION OF PUBCO PETROLEUM
CORPORATION FOR SPECIAL POOL
RULES, i4EA COUNTY, NEW MEXXICO,

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_ j7¢4 day of July, 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,

FINDS:

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

subject matter thereof.

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

(3) That the evidence presented at the hearing disclosed
that the wells completed in the subjact pool to date have
experienced a rapid decline in bottom-hole pressure which would
indicate that the pool reserves are either extremely limited or
the area of drainage is very small or both.

That the evidence indicates that no well in the pool
would have 160 productive acres to be dedicated to it.

(4) That the applicant has not established that the wells
in the Humble City-Strawn Pool can efficiently and economically
drain and develop 160 acres or that the establishment of special
rules and regulations providing for 160-acre spacing units, even

on a temporary basis, would prevent the economic loss caused
‘by -the drilling of unnecessary wells, avolid the augmentation of -

risk arising from the drilling of an excessive number of wells,
prevent reduced recovery which might result from the drilling
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of tco few wells, or otherwlse prevent waste or protect correla-

tive rights.
(5) That the subject application should be denied.

IT IS THEREFORE ORDERED:

(1) That the subject application is hereby denied.

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

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

STATE OF NEW MFEXICO
OIL CONSERVATION COMMISSION

>
//Ci //’/// 1h
zﬁ/'//Lo«w'/ -/“”12
BRUCE K}NG, Chafirman

-

lotAea: /_/
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A, L. PORTER, Jr., Member & Secretary
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Docket No., 14-72

DOCKET:  EXAMINER NEARING - WEDMESDAY - JUNE 28, 1972

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

The following cases will be heard before Flvis A. Utz, Examiner, or
NDaniel §. Nutter, Alternate Examiner: -

CASE 4735: (Continued and readvertised from the June 7th examiner
’ "7 hearing)

Application of 1 Paso Natural Gas Company for capacity
production, Sar Juan County, New Mexico. . Applicant, in
the above~styled cause, sceks an exception to Rules 14 (A),
15 (&), and 15 (B), of the General Rules and Regulations

~ _for the prorated gas pools of Northwest New Mexico, to

~o¥Qduce six wells located in Sections 29, 30, 31, and 32
.. .ownship 32 North, Range 9 West and Section 36, Township
32 North, Range 10 West, Blanco-Mesaverde Pool, San Juan
County, New Mexico, at full capacity for approximately one
year from Februvary 1, 1972, '

Applicant further seeks authority to offset any over-
production accrued to the above-described six wells during
the one-~year period by underproduction attributable to any
underproduced wells or marginal wells located within the
participating area of the San Juan 32-9.Unit,

CASE 4739: Appiication of Texas Pacific 0il Company for rededication
of acreage, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks authority to dedicate the 160-
acre non-standard gas proration unit in the Jalmat Gas Pool
comprising the NW/4 of Section 1, Township 23 South, Range
36 East, Lea County, New Mexico, simultaneously to its
Emery King "NW" Wells Nos. 1 and 4 located, respectively,
in Units E and F of said Section 1 and to produce the allow-
able for the unit from either well in any proportion.

CASE 4740: Application of Amoco Production Company for downhole com-
7 mingling, San Juan County, New HMexico. Applicant, in the

above-styled cause, seeks authority to commingle gas and
condensate production from the Flora Vista-Gallup and Basin-
Dakota Pools in the wellbores of its L. C. Kelly Wells Nos.
3 and 5 located, respectively, in Unit F of Section 4 and
Unit I of Section 3. Township 30 North, Range 12 West, San
Juan County, New Mexico. ,

CASE 4741: Application of Robert, Koch & Cartwright for compulsory
pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests
'in the Morrow formsation underlying the W/2 of Section 16,
Township 19 South, Range 25 Fast, Eddy County, New Mexico.
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{Case 4741 continued)
Said acrecage to be dedicated to a well to be drilled
1980 feet. from the North linc and 660 fcet from the West
line of said Section 16. Also Lo be considered will be
the costs of drilling said well, a charge for the 1risk
involved, a provision for the allocation of actual operating
cngts, and the establishment of charges for supervision of
said well, .

CASE 4728: (Continued from the June 7, 1972, Fxaminer Hearing)

CASE 4742:

CASE 4743:

CASE 4744:

Application of Texaco Inc. for special pool rules, Lea County,
New Mexicn. Applicant, in the above-styled cause, seeks the
promulgation of special pool rules for the Fast Weir-Tubb
Pool, Lea County, New Mexico, including provisions for 80-acre
proration units and a limiting gas-oil ratio limitation of
4000 cubic feet of gas per barrel of oil.

Application of Tenncco 0il Company for dual completions,
McKinley County, New Mexico. Applicant, in the above-styled
cause, sceks authority to complete its Well No. 12 located
‘in Unit B of Section 13, Township 17 North, Range 9 West,

. McKinley County, New Mexico, "in such a manner as to inject
gas into Lone Pine-Dakota "D" 0il Pool through tubing and
produce gas from the "A" zone of the Dakota formation
through® the casing-tubing annulus. Applicant also seeks
authority to complete its Well No. 13 located in Unit F of
said Section 13 in such a manner as to produce oil from the
Lone Pine-Dakota "D" 0il Pool through tubing and gas from the
"A" zone of the Dakota formation through the casing-tubing
annulus.

Application of Tenneco 0Oil Company for pool contraction,
redefinition of a pool and special pool rules, San Juan
County, New Mexico. Applicant, in the above-styled cause,
seeks to contract the horizontal limits of- the Basin-Dakota
Pool by deleting therefrom all of Section 17 and 20, Township
21 North, Range 8 West, San Juan County, New Mexico. Applicant
further seeks to redefine the Snake Eyes-~Dakota "D" 0il Pool
as a gas pool with horizontal limits comprising the above-
described Sections 17 and 20. Applicant further seeks the
promulgation of special pool rules for the redefined pool
including a provision for 320-acre spacing.

Application of Yates Petroleum Corporation for compulsory
pooling, Eddy County, New Mexico. Applicant, in the above-
styled cause, seeks an order pooling all mineral interests
in the Morrow formation underlying the E/2 of Section 8,
Township 19 South, Range 25 East, Eddy County, New Mexico.
Said acreage to be dedicated to applicant's Johnston "BE"
well No. 1 located 330 feet from the North and East lines
of sald Section 8. Also to be considered will be the couts




CASE 4746:

(Case 4744
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continued)

of drilling said well, a charge for the risk involved, a
provigion for the allocation of actual operating costs,
and the establishment of charges for supervision of said well.

hApplication of Yates Petroleum Corporation for pool re-
definition and special pool rules, Eddy County, New Mexico.
Applicant, in the above-styled cause, sceks the re-
definition of the Penasco Draw San Andres-Yeso Pool, Eddy
County, New Mexico, as an associated oil and gas pool.
Applicant further seeks the promulgation of special rules
for said associlated pool, including provisions defining a

gas well as one producing with a gas-liquid ratio of 10,000

or more cubic feet of gas per barrel of o0il, a gas-liquid

ratio limitation for o0il wells of 3,000 cubic feet of gas

per barrel of o0il, and 320-acre spacing units for gas wells.
Applicant further geeks authority to commingle on the surface
gas production from various wells prior to metering and to
report said gas production on a lease basis. Applicant

further seeks authority to commingle on the surface all casing-
head gas prior to metering and to allocate said casinghead

gas to the various wells on the basis of gas-oil ratio tests.

Application of Mobil 0il Corporation for an unorthodox well
location and amendment of Order No. R-2914, Lea County, New
Mexico. Applicant, in the above-styled cause, seeks authonty
to drill a producing well at an unorthodox location 1450 feet
from the North line and 70 fcet from the West line of Section
19, Township 18 South, Range 34 East, in the E-~K Queen Water-
flood Project Area authorized by Ordex No. R-2914. Applicant
further seeks a procedurc whereby additional production and
injection wells at orthodox and unorthodox locations may

be approved administratively.

Application of Union Texas Petroleum, a Division of Allied
Chemical Corporation for compulsory pooling, Lea County,

Mew Mexico. Applicant, in the above-styled cause, seeks

an order pooling all miheral interests below the base of the
Devonian formation underlying the N/2 of Section 33, Township
25 South, Range 37 East, Crosby Field, Lea County, New Mexico.
Said acreage to be dedicated to its well to be located 1650
feet from the North line and 2310 feet from the East line of
said Section 33. Also to be considered will be the costs

of drilling said well, a charge for the risk involved, a
provision for the allocation of actwal operating costs,

and the establishment of charges for supervision of said well.
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CASE _4750:

CASE 4751:

CASE 4752:

Application of Pubco Petroleum Corporation for special

pool rules, Lea County, New Mexico. Applicant, in the
above-styled cause, sceks the promulgation ¢f special

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

New Mexicc, including provisions for 160-acre proration ‘
units and wells to be located within 150 feet of the ~onter
of any quarter-quarter section.

Application of Harding 0il Company for a discovery ali: wable
and special pool rules, Lea County, New Mexico. Appiicant,
in the above-styled cause, seceks 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 aliowable to its
E. D. Shipp Well No. 1 located in Unit K of Section 11,
Township 17 South, Range 317 East.

Application of Cities Service 0jil Company for an unorthodox
location, Lea County, New Mexico. Applicant, in the apcove-
styled cause, seeks authority to drill a producing weil in 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
South, Range 33 East, Maljamar Pool, Lea County, New Mexico.
Applicant further sgeeks a proccdure whereby additional. injec-
tion and production wells within the project area at un-
orthodox locations may be approved administratively.

Application of Sun 0Oil Company for pool extension, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks the
extension of the horizontal limits 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, seeks 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,
Range 8 West, Lone Pine Dakota "D" Pool, McKinley County,

New Mexico.




. A.MODRALL LAW DPFFICES OF

JAMES E. SPERLING . 3 s
HOSEPH E.ROEH- MODRALL, SPERLING, Ropti., Harris & Sisk SOt SHeren CE BR8]

AUGUSTUSDS Y SEYROUR

GEORGE 1. HARRIS, R, .

DANIEL A.Si1SK PUBLIC SERVICE BIUILLING NGOF TGS
. 5 P R

LELAND S.SEDBEFRRY, JR . O.BOX 2168

ALLEN C.OEWEY, JR.

N M - R A I e JELERONE 2 AT aka
FRANK H.ALLEN, JA. ALBUOUERQUE, NEW MEXICO 87108 1= f oy j 0 0700 1 J ATEA COBE Dot
i
i!

JAMES P. SAUNDERS, SR, ) . Sl ;o
SAMES A PARARER 2:] : HE
JOHN R.COONEY il

KENNETH L HARRIGAN . il TR B T f
PETER J. ADANG June 6, 1972 [ ; j{
DALE v/ EXK QL ¢ I T i
DENNIE J. FALK o
FARRELL L.LINES

ARTHUR D. MELENDRES W

Mr . George Hatch

Attorney

0il Conservation Commission
P, O. Box 2088

Santa Fe, New Mexico 87501

Re: Pubco Petroleum Corporation's Application -
West Knowles Prospect

Dear George:

Please refer to the Application of Pubco Petroleum, which

I left with you yesterddy, June 5. In reviewing the appli-
cation, I find an:.error on page 2, the last line of para-
graph numbered 2, recommending well spacing. The tolerance
requested, which currently reads, "a well may be located
within a radius of 150 feet from the center of a govern-
mental quarter section," should be amended to read, "within
a radius of 150 fcct of any quarter~quarter section." I
would appreciate it if you would correct the application

by interlineation accordingly.

Thank you very much.

, &
(-

S
s E. Sperling

JES :jv

cc: Mr. Jim Johnson \\V}

Pubco Petroleum
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Company and Well

Location of Well
(Sec. 11-178~37E)

Total Depth

Top of Strawn Limestone
(Middle-Lower)

Top of Pay
Completion Date
Perforated Interval
Treatment

Initial Potential, BGPD
Choke Size

GOR

FTP

" FeP

0il Gravity, °API

Net Pay

Average forosity
Permeability

Water Saturation
Reservoir Temperature

Initial Reservoir Press.

WELL AND COMPLETION DATA
HUMBLE CITY~STRAWN POOI,

Harding 0&G Shipp #1

2080' FWL & 2310' FSL

11,673'

11,400 (-7639)

11,420 (-7659)
March 9, 1972
111,420-11,452' Ly
2;000 gals. acid
286

10/64"

1000

1600

Pkr.

45

34!

5.1%

25%
165° F

4800 psi

Pubco Petroleum Corp. Shipp #2

1 TR TR T

Suhwmitted by

BEFORE EXAMINER UTZ
OIL CONSERVATION COMMISSION

eI NQ. <

crseno. 409 AP

215D FEL & 1980' FSL

11,685'
11,425' (-7668)

11,430"' (-7673)

June 10, 1972

11,430-452" & 11,464-468"
7 b

5,000 gals. acid

758

26/64"

1662

700

Pkr.

45

30'

6.30%

20 md.

25%

168° F

3473 psi

Hearing Date
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CORE LABORATORIES, INC.
Petroleum 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
Y Lea County, New Mexico
' Location: Sec. 11-T17S-R37E

Gentlemen:

Diamond coring equipment and water base mud were used to core the
subject well. The cores were sampled by a representative of Core
Laboratories, Inc., under the direction of an employee of Pubco
Petroleum 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 11,440 to 11,492 feet is inter-
preted to be oil productive 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 sincerely appreciéte this opportunity to serve you.
Very truly yours,

Core Laboratories, Inc.

. R. S, Bynum (’)
RSB:AB:dl S District Manager
1 cc. - Addressee _ - ' '
l ces - Mr. M. E. Causey
Pubco.Petroleum Corporation
Midland, Texas 79701 , EXHIBIT 6
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CORE LABORATORIES, INC.
Peiroleum Reservoir Engineering

DALLAS. YEXAS

Page 1| of 1 pile WP-3-3465
Well Shipp No. 2 ;

CORE SUMMARY AND CALCULATED RECDOVERARLE OIL

FORMATION NAME AND DEPTH INTERVAL:  Strawn 11,440,0-11,492.0

FELT OF CORE RECOVERED FROM AVERAGE TOTAL WATER BATURATION: a
ABOVE INTERVAL 50.0 PER GEMT OF PORE BPAGE 52.9
FELT DF CORE AVERAGE CONNATE WATER BATURATION:
INCLUDED 1N AVERAGES 2 1 . 9 PER CENT OF PORE BPACE (C) 34 ‘
AVERAGE PERMEABILITY: ] DIL GRAVITY: ®
MILLIDARGYS Max.:| 20~ 'L GRAVITY: SARI (e) 45 ‘
90° :| 10
PRODUCTIVE CAPACITY! . ORIOINAL BOLUTION BAS-0IL RATID:
MILLIDARGY-FEET Max.:] 438 CUBIC FEET PER BARREL (e) 1000
90° :f 219
ORIGINAL FORMATION VOLUME FACTOR: BARRELS
AVERAQGE POROBITY: PER CENT 6.0 BATURATED OIL PER BARREL BTOCK-TANK OIL (e) 1.58
AVIRAGE RESIDUAL OIL BATURATION: 3.8 JALCULATED ORIGINAL 8TOCK-TANK OIt IN PLACE!
PIR CENT OF PORE SPAGE . JARRELS PER ACRE-FOOT 234

Calculated maximum solution gas drive recovery is 30. barrels per acre-foot, assuming production could be
.continued until reservoir pressure declined to zer¢ psig. Caleulated maximum water drive recovery is 48
barrels per acre-foot,assuming full maintenance of original reseivoir pressure, 100% areal and vertical coverage,
and continuation of production to 1009% water cut. {Please refer to footnotes for further discussion of recovery estimates.)

FORMATION NAME AND DEPTH INTERVAL:

: F CUORE RECOVERED FROM AVERAGE TOTAL WATER BATURATION:
v N TRy mED - PER CENT OF PORE SPACE

FEET OF CORE : AVERAGE CONNATE WATER SATURATION:
INCLUDED IN AVERAGES PER CENT OF PORE SPACE
'AVERAGE PERMEABILITY: OIL GRAVITY: SAPI

MILLIDAREYS N

TIVE CAPACITY: ORIGINAL BOLUTION GAS-DIL RATIO:
ElnlfelgiRCY-lFEET CUBIC FEET PER BARREL

. ’ ORIOINAL FORMATION VOLUME FACTOR: BARRELS
AVERAGE POROSITY: PER CENT SATURATED Oil. PER BARREL STOCK-TANK OIL

. CALCULATED ORIBINAL STOCK-TANK OIL IN PLACE:
:z:nl;‘gi%néglgg:éBOP.kCBEATunAT'cN. BARRELS PER ACRE-FOOT !
Calculated maximum solution gas drive recovery is barrels per acre-foot, assuming production could be

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

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

_These recovery estimates represent theoretical maximum values for solution gas and water drive. They assume that production is
glarted ai diiginal vesesvoir presiure; i.e., n2 account is taken of production to date or of prior diainage io other aréai. Tue efjecii-of
“factors tending to reduce aciual altimate recovery, such as economic limits on oil production rates, gas-oil ratios, or water-oil ratios,
“bave not been taken into account. Neither have factors been considered which may result in actual recovery intermediate between solu-
ion gas and complete water drive recoveries, such as fax cap expansion, gravily drainage, or partial wdler drive. Detailed predictions
f ultimate oil recovery fo specific abandonment conditions may be made in an engineering study in which consideration is given to
overall reservoir characleristics and economic faclors.

ese analyses, opinjons or interpretations are based on observations and materials supplied by the client to whom, and for whose exclusive and confidential use,
- this report is made, ‘The intrpretations or opinions expressed represent the best judgment of Core Laboratories, Inc. (all errors and omissions excepted); but

:Core Laboratories, Itic., and its officers and employees assume no responsibility and make no warranty or represeniation #s to the productivity, proper operation,
: profitableness of any oil, gas or other mineral well or sand in connection with which such report is used or relied upon.




T

O 1t
CORE LABORATORIES, INC. [ \V VY { Yl Petroleum Reservoir Engineering

compANY.___PUBCO PETROLEUM CORPORATION _  fe No._WP=3=3465
WELL SHIPE NO. 2 e OATE ___ 5-24-72 ... __ENGRS.__EGONE . ___
FiELo___ WILDCAY e FORMATION_STRAWN. ________evev. . 3157' KR
‘counTy.____LEA stare NEW MEXTCO pric ruo  WATER B.SE._MUD_ . cores___ DAIMOND 4 _1/4"

S
-LocaTion__2130' FEL 1280' FSL NW/4_SE/4, SEC _ reMmarks__ SAMPLED AS DIRECTED BY CLIENT

T COMPLETION COREGRAPH

Thete Gaulyiey, 6p A-ges eF #fgrpretatons ¢¢v bosed on cBariigtirl ard wctes ot cuppted By e clent o whom asd far ahaie eaclitios sad cont.dental
wit PN copott i mode The (nterpreratices 0f Spn oAy seprrned vapreier he boat (wdgmont o) (e 1atae3tar 0y Ter o arrsrn and ca 004 e1repled
byt Corp Laborntee oy 1ot ond 4 oMfcari aad employeet o1ume =0 *mipzrnbilily &nd MEhe 0 w0 aFty o 70RIRTRR'01-CAL 03 93 (he Sreduchioty Broper
operoron of profioklerens of ang of gas or 'her more ol wal ar 1693 A coanetioa o N o (hsch crport oy used & fefed wpon

o § IR 2.60
SAND LIMESTONE COMGLOMERATE | o 2 &¢ CHERT | 88,8
~ cC o O
SHALE DOLOMITE @ OOUITES | 5957 52; l l 1 l

3 SAMPLE CHARACTERISTICS PROBABLE PRODUCTION Iﬂr‘l WAHRO—-O
5 F Fractured L:laminated FG; ME; C&-Type Grain Size S:Stylolitic  V:-Vuggy 0-0i W:Water 6:53s T:Transitional PERCENT PORE SPACE

ANHYDRITE ++ ++

b P
.,.
¢

-

,, 75 50 25
'f 5 3¢ Slontontal peimplug| 5 | saromaTion PERMEABILITY O—O |  POROSITY X---X OIL SATURATION X--~X
) oerTH 3 | P romeseace MILLIDARCYS PERCENT
] FEET £ rrent PERCENT PURE SPATE
"2 MAN T g0 i O warer lp 5 10 5 25 50 75
4o .:_L;s.'.:__‘_‘._ LI % SN NN M3 SRR IS TR SN x_; 4+ :; k )

JRD U St

1111440,0-61.5] 140 ; 97 11.8{ 2.1 57.4)

&i,__S_-—lg,_;).Qf__?év_m_. . 2,3 1 8.7] 3.3443.6
| 43.0-44.61 35 123 ] 9.3] 2.9;42.9

J
116464 .4-45.81 3.6 _: 2.1 1 5.4] 3.4135
45.8-47.93 26 (20 | 7.7) 2.6}39.]

‘QLU;EO 5-52,00 2.3, 0.6.].4.91.0.6{58.8
_.iwﬁL; Sl 3 9.605k

'11J53 S-55.0l% 00 i+, _,__,! 0.0l 62,
'8 :Gal ~()ll r._llg l’b 5?-9 T . ‘
e e e e S N N VU SUUNY SRUUT PUPTU S5-I ‘- . ‘.4 A_ﬁ...\.‘_.‘ !A P | : g ;"‘, P _
11456 §-58,2 w- 3.8]. 0.0 S B SRR R & S T
: . R ) i 1 : By 44t ;;-'&L;«'
Ll
iy
; i RERN
i
1
il




[T RER . S

PP P

ST N

PRIy S

RS S

.._ﬁﬂp_‘

02,7V ..

peliol A F
.41 60,2 Y.
4.9, 08.0

3
e

1.2

6.9

3'ﬁ§‘7'5 58.0 rv
1

RN
Kot

3.0] 4.9077.0 F |

A3

<,
«U.l

O
OIS W

0. |

“u.1
U4
0,9

0,1

f‘“

=725,

73.6-75.2.

11469.3-71.1

|

19|i1697,éﬁb9-3 S P S KL VP
1
i

23

20

20
21

22411472.5-73.8]

-

T

] -
- [ e
~ b &
P S
j o L e
s P
.Y

—rete oo

V

.1_,‘?_,’.

TITT e

1

N hess

4.2,.76.7) .

2.50.2.8]76.8 F |,

H

221] otolz9.7| sTylii! [y

2.8}
2.6] 3.5186.9. |}

A
1

0.1

«

A
..(:Oll

i130111486.2-88.0] <0.1 | <0.1 ]

0.1
L7:84.,5] 0.1
<0.1

J

DY SHNIRNNUSUUUIIY SUNIOPII (NI MSPENRpDY S ——

3111491,0-92.0] <0.1_} <0.1 | 1.3} 0.0{52.8]. .|l

-29]11484.5-86.2




CORE I.LABORATORIES, INC,
Petroleum Reservoir /fngrhren'ng
DALLAS, TEXAS 768207

June 23, 1972

Pubco Petroleum Corporation

P. 0. Box 869

Albuquerque, New Mexico 87101
Attention: Mr. Charles Sanders

Gentlemen:

7 : Id
¥ H

REPLY TO BOX 4337
MIDLAND, TEXAS
79701

625-7.1

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.
gated: 80 acre and 160 acre.
is presented below:

80 Acre Case

Two cases of reservoir drainage per well were investi-
A summary of basic data and study results

160 Acre Case

Avg. Porosity, Pct. 6.3 6.3
Avg. 011 Permeability, Md. 5.3 5.3
Avg. Interstitial Water Sat., Fct. 25.0 25.0
Avg. Net Productive Thickness, Ft. 30.0 30.0
0il FVF at 4800 psig; Vol/Vol 1.642 1.642
0il FVF at 2835 psig (BP), Vol/Vol 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 constant throughout the two drainage
areas considered. 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 declire in accord with the effects of in-~
creasing reservoir gas saturation on relative oil permeability.

We are enclosing coples of our computer cutput 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. ' -

o - Ce . . EXHIBIT 6A

SOUTH AKMERICA EUROPE AFRICA AUSTYRALIA ASTA

CANADA

UNIYED STATES




fubco Petroleum Corporation
June 23, 1972
Page No. 2

I1f 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.
7 /

! - £

S e e —
C.- XK. Osborn,

Division Engineer

CKO:wiy
Enclosures
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RECOVERABLE OIL RESERVES
RUMBLE CITY-STRAWN POOL

Average Porosity - Harding Shipp #1
Average Porosity - Pubco - Shipp #2
Assumed Average Porosity, Field
A'verage Feet of Pay, h

Water Saturation

Recovery Factor

FVF @ original BHP 4800 psi

BASIC DATA

|

Log C‘ore
5.10%° -
6 .30% 6 .00%
6.30%
30° o mrae e T e
25| CiL ‘é‘éfjgwf?‘@r\f}gol;:uussam\s
16.76% EXHIBIT NO. L ——
ver | 49 C *

/,

VOLUMETRIC CALCULATION \i

Original Recoverable 0il, Bbls/Ac-Ft

(0.1676)

- (7758) (0.063) (0.75)
* 1.642

= Fractional porosity of rock

Vertical feet of net pay

FVF =

. 4 s
N TRV y
IR (s
| : ’

7758 ¢ (1-Sw)

x (RF)
(FVF)

37.4 Barrels Oil Per Acre Foot

= Interstitial water saturation, fraction of pore space

Formation volume factor, barrels oil at original reservoir conditions
per barrel stock tank 0il at normal surface conditioms.

EXHIBIT 7

S

= Recovery factor, fractional part of original oil in place recoverable by
solution gas drive mechanism.
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L CONSERY,

EXF i £

ECONOMICS FOR

AENO. - f e LE CITY-STRAWN POOL
td by yi'”‘,g, " COUNTY, NEW MEXICO
g Dage s S ]
e “Q;:;Mj 80-Acre 160-Acre
Spacing Spacing
Revenue For Average Well
80-acre - 89,815 barrels oll 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 62,329
Total Revenue | $ 325,472 $ 650,946
Expense
Drilling, Completion, Tank Battery $ 230,000 $ 230,000
Pumping“Equipment} .30,000 30,000
Operating Cost
80-acre ~ 5.9 years @ $6,000 35,400
160-acre ~ 11.8 years @ $6,000 70, 800
Total Expense ' " $ 295,400 $ 330,800
Net Profit $ 30,072 $ 320,146
Profit to Investment Ratio 0.12 1.27

NOTE: The anzlysis does not consider any dry holes that may be drilled. Estimated
dry hole cost is $162,000.

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

Five plus (5%+) producers on 80-acre spacing will be required to support
one (1) dry hole.

EXHIBIT 8 .
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OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PUBCO PETROLEUM CORPORATION
FOR ADOPTION OF SPECIAL POOL RULES
FOR AN UNDESIGNATED STRAWN
PENNSYLVANIAN POOL, LEA COUNTY,
NEW MEXICO, TO PROVIDE FOR 160-
ACRE DRILLING AND SPACING UNITS
2ND FOR THE ESTABLISHMENT OF AN

OIL ALLOWABLE BASED ON 160-ACRE //
SPACING Case MNo. _{ »4/57

APPLICATION

Comes now PUBCO PETROLEUM CORPORATION, hereinafter
called "Applicant," and states:

1. Applicant is the owner and operator of Pubco Shipp
No. 2 Well located 2130 feet from the east line and 1980 feet
from the south line of Section 11, Township 17 South, Range

et . e -

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

esa—

Strawn Pennsylvanian Formation, said well having been drilled

——

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

en——————

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

~—

Shipp No. 1 Well located 2080 feet from the west line and
T et T T |

[ g Y

2310 feet from the south line of Section 11, Township 17 South,

Range 37 East, said well having been drilled to a total depth
of 11,672 feet and chpleted for initial potential of 286
barrels of oil per day and repotentialled at 624 barrels of
oil per day. Both of said wells are producing from the Strawn
Formation of Pennsylvanian é;ge. Spacing is presently governed
by state-wide rules 6f this Commission. A plat shoviinq th;a
locat;i_én of said wells and surrounding acreage within the
hereinafter ‘:prop:‘osea pool limits is attached hereto as Fxhibit
"A" ~and\»>i;1ade a .par,t hereof. The n;‘imés of operators in ‘ﬁhe
are‘é. énd the acreage; to which their operating rights pertain

are shown on the plat and a list of the/opefators‘ affected by




this Application is attached hereto as Exhibit "B" and made

a vart hereof,

2. Special pool rules and requlations should bhe adopted

——- o b

oy this Commission concerning the-drilling of oil wells in said

e ———— e .

pool and the production therefrom, including, but nctlimited to,

provisions for drilling and proration units. A praration unit

should be established as a gonvernmental gquarter section of the

U. S, Public Lands Survey consisting of not less than 160 acresg
M'

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

e
boundary of each governmental guarter section and at least 330

P
feet from the boundary line of each governmental quarter-quarter

section; provided, however, that such unit well may be located
within an area having a radius of not td exceed 150 feet from
the center of each governmental A ection.» S —

3. Geologiéal and engineering data presentiy available
indicate that the wells described above are completed in a
common oil reservoir and that one well will efficiently and
economically drain the recovery oil in place in the Strawn
Formation underlying an area in excess of 160 acres.

4. Reasonable geological inference dictates that the
horizontal limits of the pool should be established as com-~

\

prising Sections 1, 2, 3, 10, 11, 12, 13, 14 and 15, in Town-

——

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

Township 17'South, Range 38 East.

5. It is economically wasteful to drill wells in the
pool on drilling units containing less than 160 acres and
éloser spgcing woﬁld constitute waste by pérﬁitting the '.il-
ling of unnecessary wells.

6. The establishment of drilling and spacing units,
és herein requested, is necessary for the orderly development

of the common source of supply 'in the reservoir in which the




above~identified wells are located and the drilling of future
wells on the épace pattern heréinabove set forth will protect
the correlative rights of all parties affected, will prevent

ohysical and economical waste and will eiiminate the drilling
of unnecessary wells, provide for the orderly development of

the pool and will promote the recovery of oil from said pool

in an efficient and economical manner.

VHEREFORE, Applicant respectfully requests}this matter
jj be set for hearing after due notice as prescribed hy law and
upon such notice and hearing, the Commission issue its order
establishing special pool rules for this pool as designated by
the Commission and providirg for i60-acre drilling and spacing
units, as hereinabove set forth, and for allowables based on
l60~-acre spacing, and for such other and further relief as the
Applicant may show itsélf entitled to receive. Applicant re-~
quests this matter be set for hearing before an Examiner on
June 28, 1972.

Respectfully submitted,

PUBCO PETROLEUM CORPCRATION

es E Sperllng, ts attorneys
POS Office Box 216
Al quergue, New Mexico £7103

§
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NAME

Pubco Petroleum Corp.

Getty 0Oil Company

Cox, John L.

Texaco

Conoco

Mobil Cil Corporation
The Louisiana Land &
Exploration Co.

Freeport 0il Company

bepco

Rebel 0il Co.(Howell Spear)
sgtern Reserves 0il Co.
Roy Barton

Ralph Lowe Estates

uthern Union Gas Co.

olidated 0il & Gas

il United, Inc.

R

A

WORKING INTEREST OWNERS

" LOCATION

Sec. 34, 35 & 36, T-16S, R-37E
Sec. 1, 3, 10, 11, 1%, 12, 14
& 15, T-17S, R-37E & Sec. 18,
T-17S, R-38E

Sec. 33, T-16S, R-37E,
Sece. 4, T~17S, R-37E

Sec. 33, T-16S, R-37E

13, T-178, R-37E,
18, T~17S, R-38E,
33, T-16S, R-37E

Sec.
Sec.
Sec.

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

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

31, T-16S, R-38E,
6 & 7, T-17S, R-38E

Sec.
Sec.

31, T-16S, R-38E,
6 & 7, T-17S, R-38E

-Sec.
Sec.

Sec. 7, T-17S8, R-38E

Sec. 14, T-175, R-37E
Sec. 14 & 15, T-173, R-37E
Sec.

14, T-175, R-372

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

Sec.
Sec.

15, T-17S, R-37E &
22, T-17S, R-37E

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

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

10 & 21, T-175; R-37E

10, T-178, R-37E

Sec.

EXHIBIT *8”
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P. O, Box 869
Albuquerque, N.M. 87103

Box 1231, Vaughn Bldg.
Midland, Texas 79701

408 Yest Wall
Midland, Texas 79701

Box 3109

"Midlard Savings Bldg.

Midlani, Texas 79701

Box 431
Permian Building’
Midland, Texas 79701

Box 633, Wall Towers West
Midland, Texas 79701

1605 Wilco Building
Midland, Texas 79701

1005 V&J Tower
Midland, Texas 79701

1025 Petroleum Club Bldg.
Denver, Colorado 80202

Box 96, 101 N. Turner
Hobbs, New Mexico 88240

- Bldg. of the Southwest

Midland, Texas 79701

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

Box 832
Midland Tower Building
Midland, Texas 79701

800 Vaughn Building
Midland, Texas 79701

Fidelity Union Tower
1507 Pacific Ave.
Dallas, Texas 75201

Lincoln Tower Building
1860 Lincoln Street
Denver, Colo.

Box 1610
Atlantic Richfield Bldg.
Midland, Texas 79701

Drawer 1828
Wall Towers West
Midland, Texas 79701
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Harding Oil Company

Tom Brown & H. L. Brown

Gulf 0il Company

Kewanee

. Midwest 0il Corp.

- Humble 0il & Refining Co.
Phillips Petroleum Corp.
L. C. Harris (Lawrence C)

Kirby Petroleum

Fortson "A" Corporation

Texas International Petroleum

Sec. 11, T~17S, R-37E

Sec. 2, T-1758, R-37E
Sec. 2, T-175, R-37E &
Sec. 9, T-178, R-37E

Sec. 2-178-37E

Sec. 3, T-17S, R-37E

Sec. 3 & 4, T-175, R-37E
Sec. &, T-17S, R-37E
Sec. 4, T—17S,,R¥37E
Sec. 13, T-17S, R-37E

Sec. 3 & 12, T-17S8, R-37E

Sec. 15, T-178, R-37E

Sec. 9, T-178, R-37E

Sec. 31, T-16S8, R-38E

4317 Oak Lawa
Dallas, Texas 75219

Box 5706
315 Midland Tower BEldg.
Midland, Texas 79701

Box 1150
Gulf Building
Midland, Texas 79701

Box 1859 »
209 1st Savings Bldg.
Midland, Texas 79701

1500 Wilco Building -
Midland, Texas 79701

Box 1600
Humble Building
Midland, Texas 79701

4th & Washington
Phillips Building
Odessa, Oklahoma 79760

Box 1714
Hinkle Building
Roswell, New Mexico 88201

Box 1745 :
1200 1st City Nat'l Bk Bldg
Houston, Texas 77001 :

1720 Wilco Building

‘Midland, Texas 79701

c/6 The Eastland Oil Co. ’
704 Western United Life Bldg
Midland, Texas 79701 :

28 Midway Street
Bristol, Tennessee 37620

P.O. Box 2040
Tulsa, Oklahoma 74102



BEFORE THE OYL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
ALLED BY THE OLIL CONSERVATION
COMMISSION OF NEW MEXICO FOR-
THE PURPOSE OF CONSIDERING:

CASE No, ___ 4748

Order‘Noo‘Rﬁ”iZ§;z¥Z_
APPLICATION OF PUBCO PETROLEUM - ~NSUEN PR
CORPORATION FOR SPECIAL POOL TR ,
RULES, LEA COUNTY, NEW MEXICO.  ..— S ;/{ L

R

ORDER OF THE COMMISSION

BY THE COMMISSION:

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

guorum 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 reguired by
law, the Commission has jurisdiction of this cause and the subject

matter thereof,
(2) That the applicant, Pubco Petroleum Corporation, seeks

the promulgation of special rules and regulations for the Humble
City-Strawn Pool, Lea County, New Mexico, including A/ provisions
for 160-acre spacing units and wells to be located within 150

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

(3) That the evidence presented at the hearing disclesed
that the wells completed in the subject pool to date have
experienced a rapid decline in bottom-hole pressure which would
indicate that the pool reserves are either extremely limited or
the area of drainage is very small or both.
That the evidence indicates that:no well in the pool would
" have 160 productive acres to be dedicated to it.

(4) That the applicant has not established that the wells
~in the Humble City—Strawh Pool can efficiently and eanomicaliy
fdrain and develop 160 acres or that the establishment of special
;rules and regulations providing for 160-acre spacing units, even }

: |
"on a temporary basis, would prevent the economic loss caused f
i .

%by the drilling of unneéessary wells, avoid the augmentation of
risk arising from the drilling of an excessive number of wells,
"'prevent reduced recovery which might result from the drilling of
tho‘fewVwells, or otherwise prevent waste or protect correlative
;rights.

{i

(5) That the subject application should be denied.

IT IS THEREFORE ORDERED: :

(1) That the subject application is hereby denied.

(2) That jurisdiction of this cause is retained for the
fentry of such further orders as*the Commission may cdeem necessary.
; | DONE at Santa Fe, New Mexico, on the day and year'hereinabove;

;deéignated.




CASE 4748: Application of PUBCO
FOR POOL CREATION AND SPECIAL-
POOL RULES, LEA COUNTY, N. MEX.




