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Docket No, 22-74

Dockets Nos. 24-74 and 25-74 are tentatively set for hearfng on August 21 and
September 4. Applications for hearing munt be filed at least 22 days in advance

of hearing date,

DOCKEY:  EXAMINER HEARING ~ WEDNESDAY - AUGUST 7, 1974

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

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

CASE 4749: (Reopened) (Continued from the July 10, 1974, Examiuner Hearing)

In the matter of Case No. 4749 being reopened pursuant to the provisions
of Order No. R-4338-A, which order continued special rules for the
Humble City-Strawn Pool, Lea County, New Mexico. ALl interested
parties may appear and show cause why said pool should not be

developed on 40-acre spacing.

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

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

not be rescinded.

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

Application of Union Texas Petroleum Corporation for downhole commingling,
Lea County, New Mexico. Applicant, in the above~-styled cause, seeks
approval for the downhole commingling of Jalmat and Langlfe~-Mattix
production in certain of 1its wells in the Langlie-~Jal Unit Area,
currently being waterflooded under authority of Commission Order No.

R-4051.

CASE 5287: Application of Pﬂ/obil 011 Corporation for compulsory pooling, Lddy
County, New Mexico. Applicant, in the above~gtyled cause, sceks an
order pooling all mineral interests in the Pennsylvanian formation
underlying the N/2 of Section 12, Township 21 South, Range 26 bnst,
adjacent to the Burton Flats-Morrow Gas Pool, Eddy County, New Mexico,
to form a standard 320-acre unit to be dedicated to applicant's Federal
12 Com Well Ne. 1 to be drilled at a previously approved unorthodox
location 660 feet from the North and East lines of sald Section 12.
Also to be considered will be the cost of drilling and compleéting said
well and the.allocation of such coats, as well as actual operating costs
and charges for supervision. Algo to be considered 1s the designation
of applicant as operator of the well and a charge for risk involved in
drilling said well.
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Application of Merrion & Bayless for downhole vommingling, San Juan
County, New Mexico. Applicant, in the above-styled cause, seceks
approval for the downhole commningling of hydrocarbon production from
the top of the Callup formation at 5434 feet to the base of the Dakota
formation at 6570 feet in fts Keeling Federal Well No. 1 located in
Unit B of Section 20, Townghip 25 North, Range 8 West, Dufers Point-
Dakota Pool, San Juan County, New Mexico.

CASE 5291:

CASE 5292:

In the matter of Case No. 5033 being reopened pursuant to the provisions
of Order No. R-4539-A, which order established a speclal gas-oll ratio
limitation of 5000 to 1 for the Bell Lake-Bone Spring Pool, Lea County,
New Mexico. All interested parties may appear and ghow cause why said
pool should not be produced under the standard 2000 to 1 gas-oil ratio

In the matter of the hearing called by the 0il Conservation Commission

on its own motion to permit LeRoy Sumruld, American Employers Insurance
Co., and all other interested partiez to appear and show cause why the
LeRoy Sumruld South Roberts SWD Well No. 2 located in Unit M of Section 14,
Township 9 South, Range 32 East, Lea County, New Mexico, should not be
plugged and abandoned in accordance with a Commission-approved plugging

In the matter of the hearing called by the 01l Conservation Commission
on its own motion to permit Western 01l Producers, Inc., U.S. Fidelity
& Guaranty Co., and all other interested parties to appear and show
cauge why the Western 011 Producers State A Well No. 1 located in
Unit L of Section 34, Township 13 South, Range 33 East, Lea County,
New Mexico, should not be plugged and abandoned in gccordance with a
Commigsion-approved plugging program.

CASE 5033: (Reopened)
limit.
CASE 5289:
program.
CASF 5290:

In the matter of the hearing called by the 01l Conservation Commission

on its own motion to permit Wil-Mec 01l Corporation, Trinity Universal
Insurance Co., and all other interested parties to appear and show cause

why the Wil-Mc 01l Corporation New Mexico State Well No. 2 located in

Unit K of Section 11, Township 10 South, Range 32 East, Lea County,

New Mexico, should not be plugged and abandoned in accordance with a
Commission-approved plugging program. }

In the matter of the hearing called by the 011 Conservation Commission |
on its own motion to permit Fl Paso Natural Gas Company, Unltasd tGtatea ‘
Fidelity and Guaranty Co., and zll other Interesied partles 1o aptices |
and show cause why each of the following wells should nat he plugged

and abandoned in accordance with-a Commission-~approved plugging program!

EPNG Ludwick Well No. 11, locsted in Unit B,
Section 19, Township 30 North, Range 10 West,
San Juan County, New Mexico;
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(Cane 5292 continued from Page 2)

CASE_5293:

PPNG Rincon Unit Well No. 127, located in Unit A,
Section 28, Townshiip 27 North, Range 6 West,
Rio Arriba County, New Mexico; and

EPNG Warren A Well No. 2, located in Unit A,
Section 23, Township 28 North, Range 9 West,
San Juan County, New Mexico.

Southeastern nomenclature case calling for the creation and extension
of certain pools in Chaves, Eddy and Lea Counties, New Mexico.

(a) Create a new pool in Eddy County, New Mexico, classified as an
oil pool for Delaware production and deaignated the South Carlsbad-
Delaware Pool. Further, to assign approximately 22,270 barrels of '
oil discovery allowable to the discovery well, the Hannifin & Cook

Merland Well No. 1, located 1in Unit J of Section 24, Township 22 South,
Range 26 East, NMPM. Said well was completed February 26, 1974. The
top of the perforations is at 4454 feet. Said pool would comprise:

TOWNSHIP 22 SOUTH, RANGE 26 EAST, NMPM
Section 24: SEf4

(b) FExtend the Antelope Ridge-Morrow Gas Pool 1in Lea County, New
Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 34 EAST, NMPM
Section 9: N/f2

(c) Fxtend the Blinebry O41l and Gas Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
Section 6: SE/4

(d) Extend the East Morton-Wolfcamp Pool in Lea County, New Mexico,
to include therein:

TOWNSHIP 15 SOUTH, RANGE 35 EAST, NMPM
Section 3: NW/4

(e) Extend the Ranger Lake-Bough Pool in lea County, New Mexlico, to
include therein: :

TOWNSHIP 12 SOUTH, RANGE 34 EAST, NMPM

Section 26: SW/4
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{f) Lxtend the West Sawyer-San Andres Pool in Lea County; New Hexlco,
to {nclude therein:

TOWNSHIP 9 SOUTH, RANGE 37 EASTJ NMPM
Section 32: SE/4

() Extend the Tres Papalotes-Pennsylvanian Pool in Lea County,
New Mexico, to include therein: .

IQWNSHIP 15 SOUTH, RANGE 34 EAST, NMPM
Section S5: SE/4

(h) Extend the Vest Ranch-Queen Pool 1in Chaves County, New Mexice,
to include therein:

TOWNSHIP 14 SOUTH, RANGE 30 EAST, NMPM

Sectfon 16: SE/4
Section 21: NE/4

y—

Docket No. 18-74
DOCKET: COMMISSION HEARING -~ TUESDAY - AUGUST 13, 1974

OIL CONSERVATION COMMISSION - 9 A,M. -~ MORGAN HALL, STATE LAND OFFICE

_BUILDING, SANTA FE, NEW MEXICO

ALLOWABLE:

CASE 5264

(1) Consideration of the allowable production of gas from seventeen
prorated pools in lLea, Eddy, Roosevelt, and Chaves Counties,
New Mexlco, for September, 1974;

(2) Consideration of the allowable production of gas from five
prorated poels in San Juan; ‘Rlo Arriba, and Sandoval Counties,

New Mexico, for September, 1974.

Application of El Paso Natural Gas Company for the amendment of Order
No. R-1670, Blanco Mesaverde Pool, San Juan and Rio Arriba Counties,
New Mexico. Applicant, in the above styled cause, seeks the amendment
of the pool rules promulgated by Order No. R~1670, as amended, for

the Blanco Mesaverde Pool in San Juan and Rio Arriba Counties, New
Mexico, to authorize the Secretary-Director of the Commission to
approve the drilling of a second well on an existing proration

unit without notice and hearing, provided that the second well

would be ‘drilled in the quarter section of the unit which does not
contain a well, and provided further that in calculating the allowable
for a proration unit containing two wells, the deliverability of both
wells would be combined for determining the unit's "AD Factor", and
the unit allowable could tie produced from either or both wells. For
purposes of balancing underproduction or overproduction, both wells
on a proration unit would be considerecd as one well; for determining
whether a unit would be classified marginal or non-marginal, the
production from both wells would be compared with the unit's allowable;
and for reporting production, the total unit production for the month
would be reported as well as the individual well production.




TEXAS INTERNATIONAL PETROLEUM CORPORATION

1720 WILCO BUILDING
MIDLAND, FEXAS 79701
PHONE 915.682-9741

August 2, 1974

New Mexico 0i1 Conservation Commission ) 2 (;/9"49 |
State Land Office Building P :
Santa Fe, New Mexico 87501 ; P ,
Attention: - Mr. Dan S. Nutter % (/ /\j
: / ; L
Re: Docket /#4749 // ‘

, (N
Gentlemen:

In the matter of the rehearing for R-4338-A, Special Field Rules for the
Humble City, Strawn Field, this is- to adv1se that Texas International
Petroleum reguests the continuance of 80 ‘acre pr‘oratmn units. Based on
productich data to date from TIPCO #2 Nicholson well in the Humble City
Strawn field, we can not economically justify any development on a spac-
ing pattern less than 80 acres per well,

Respectfully,
TIPCO

AT~
% A«.ﬁ? = g/// ‘-‘”W N

S 4
obert 0. Burkett

Division Manager
ROB/pw

cc: dJames 0. Justice




NDocket No. 19-74

Dockets Nos. 21-74 and 22-74 are tentatively set forv hedring on July 24 and
August 7. Applications for hearing must be filed at least 22 days in advance

of hearing date.

DOCKET: _BYAMINER MEARING - WEDNESDAY - JULY 10, 1974

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

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

ALLOWABLE: (1) Consideration of the allowable production of gas from
seventeen prorated pools in Lea, Eddy, Roosevelt, and Chaves
Counties, New Mexlco, for August, 1974;

(Q) Consideration of the allowable production of gas from five
prorsted pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico, for August, 1974,

CASE 3608: (Reopened) (Concihued from the June 19th Examiner Hearing)

In the matter of Case No. 3608 being reopened pursuant to the provisions
of Order No. R-3282, which order established temporary rules for the
Carlsbad Permo-Penn Gas Pool, Eddy County, New Mexico, including a
provision for 640-acre spacing. All interested parties may appear.

and show cause why said pool szhould not be developed on 320-~acre

spacing units.

QASE 5265: Application of David Fasken for an unorthodox location and a non-
standard prorvation unit, Eddy County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the unorthodox gas well loca-
tion of a well to be drilled to the Morrow formation at a point 1664
feet from the North line and 660 feet from the East line of Section 1,
Township 21 South, Range 26 East,’ Eddy County, New Mexico. Applicant
further seeks approval for a 28l.3-acre non-standard proration unit
for said well comprising all of Lots 1 through 8 of said Section 1.

CASE 5266: Application of David Fasken for ani unorthodox location, Eddy County,
New Mexico. Applicant, in the above-styled cause, seeks approval for
an unorthodox gas well location for a well to be drilled to the
Morrow formation at a point 1300 feet from the South-and West lines
of Section 29, Township 20 Scuth, Range 25 East, Cemetary-Morrow
Gas Pool, Eddy County, New Mexico, the S/2 of said Section 29 to
be dedicated to the well. :

CASE 5267: Application of Mark Production Company for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Pennsylvanian formation
underlying the E/2 of Section 1, Township 18 South, Range 26 East,
Atoka-Pennsylvanian Pool, Eddy County, New Mexico, to be dedicated
to a well to be drilled at an orthodox location 990 feet from the
South and Fast lines of said Section 1. Also to be considered will
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(Case 5267 continued from Page 1)

CASE 5268:

CASE 5269:

CASE 5270:

CASE 5271:

be the cost of drilling and completing sald well and the allocation
of such costs, as well as actual operating costs and char;es for :
supervision. Also to be consider=d is the designation of applicant
as operator of the well and a charge for risk involved 1in drilling
sald vell,

Application of Anadarko Production Company, General Ameri.an 0il
Company of Texas and Shenandoah 01l Corporation for four waterflood
projects, Eddy County, New Mexico. Applicants, in the above-styled
cause, seek authority to institute four cooperative waterflood projects
by the injection of water into the Grayburg-San Andres formation in
Township 17 South, Range 30 East, Grayburg-Jackson Pool, Eddy County,
New Mexico as follows:

Project No. 1: Anadarko's Loco Hills "A" Federal lease by the
conversion of four wells in Sections 10 and 15 to water injection;

Project No. 2: Anadarko's Loco Hills "B Federal lease by the
conversion of three wells in Section 9;

Project No. 3: General American Parke "F" lease by the conversion
of one well in Section 10;

Project No. 4: Shenandoah's Parke "B" lease by the conversion
of two wells in Section 15,

Application of Union 0il Company of California for a unit agreement,
Lea County, New Mexico. Applicant, in the above~styled cause, seeks
approval of the Estacado Unit Area comprising 1280 acres, more or less,
of State and fee launds in Township 14 South, Range 35 Easi, Lea County,
New Mexico.

Application of Texaco Inc. for compulsory pooling, Eddy Coiinty,. New
Mexico. Applicant, in the above-styled cause, seeks an or.der pooling
all mineral interests in the Morrow formation underlying ail of
Section 33, Township 24 South, Range 26 East, White City-P.nnsylvanian
Gas Pool, Eddy Chunty, New Mexico, to be dedicated to applicant's
White City Com. Well No. 1 in Unit F of said Section 33.

Application of Merrion & Bayless for compulsory pooling, Rio Arriba
County, New Mexico. Applicant, in the above-styled cause, seeks an

‘order pooling all mineral intetests in the Dakota formation, underlying

the W/2 of Section 13, Township 24 Newrth, Range 6 West, Rio Arriba
County, New Mexico, to be dedicated to a well to be drilled at a
standard location for said unit in Unit F of said Section 13. Also
to be considered will be the cost of drilling and completing said
well and the allocation of such ¢costs, as well as actual operating
cosc3 and charges for supervision. Also to be.considered 1is the
designation of applicant as operator of the well and a charge for
risk involved in drilling said well..
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CASE 5272: 1In the natter of the hearing called by the 011 Conservation Commission
on its own motion to permit Consolidated 011l and Gas, Inc., United
States Fldelity & Guarsnty Company and all other interested parties
to appear and show cause why the Consolidated 011 and Gas, Inc.,
Price Well No. 1 located in Unit N, Sectior 15, Township 31 North,
Range 13 VWest, San Juan County, New Mexico, should not be recompleted
as a single-zone well or be plugged and abandoned in accordance with
8 Commission-approved plugging program.

CASE 5273: 1In the matter of the hearing called by the 011 Conservation Commission
on its own motion to permit Kastern Petroleum Corporation, United
States Fidelity and Guaranty Company anc all other interested parties
to appear and show cause why the following wells should not be
abandoned in accordance with a Commission-approved plugging program:

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

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

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

Blackjack #1 located in Unit T, Section 12, Township 2i
North, Range 9 West, San Juan County, New Mexico;

Pornada #1 located in Unit H, Sectionu27, Township 18

//,/// North, Range 7 West, McKinley County, New Mexico.

-

>/—CASE 4749: (Reopened)

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

developed on 40-acre spacing.

CASE 4946: (Reopened)

In the matter of Case No. 4946 being reopened pursuant to the provisions
of Order No. R-458l, which order established temporary ruies for the
Croshy-Fusselman Assoclated Pool, Lea County, New Mexico. All
interested parties may appear and show cause why said rules should

not be rescinded.

CASE>5110: (Continued from Janua.y 16, 1974)

In the matteyr of the hearing called by the 0il Conservation Commission
on its own motion to consider the institution of gas prorationing in
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(Case 5110 continued from Page 3)

CASE 5274:

the Washington Ranch-Morrow Gas Pool, Eddy County, New Mexico, to
provide for fixing the total allowsble natural gas production from
gaild pool to an amount cqual to reasonable market demand and to
the capacity of the gas transportation facilities. Also to be
considered will be the adoption of gpecial rules and regulations
for said pool 1including a provision for allocating the allowable
production among the-wells in the pool. NOTE: This case will be
continued to the first Examiner Hearing in January, 1975.

Southeastern nomenclature case calling for the creation, abolishment,
and extension of certain pools in Lea, Eddy, and Chaves Counties,

New Mexico.

(a) Create a new pcol in Eddy County, New Mexico, classified as a
gas pool for Wolfcamp production and designated as the Black River-
Wolfcaimp Gas Pool. The discovery well is Amoco Production Company
Herren Federal Gas Com Well No. 1 located in Unit K of Section 7,
Township 24 South, Range 27 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANCE 27 EAST, NMPM
Section 7: SW/4

{(b). Create a new pool in Lea County, New Mexico, classified as a gas
pool for Morrow production and designated as the Cooper-Morrow Gas
Pool. The discovery well is the El Paso Natural :Gas Company Cooper
Federal Well No. 1 located in Unit F of Section 21, Township 24 South,
Range 36 East, NMPM. Said pool would comprise: _

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NM?M
Section 21: N/2

(c) Create a new pool in Eddy County, New Mexico, classified as a gas
pool for Morrow production and designated as the Malaga-Morrow Gas

" Pool. The discovery well is Phillips Petroleum Company Malaga A Well

No. 1 located in Unit L of Section 2, Township 24 South, Range 28 East,
NMPM. Said pool would comprisge:

TOWNSHIP 24 SOUTH, RANGE 28 EAST, NMPM
Section 2: W/2

.

(d) Abolish the Bell Lake-Pennsylvanian Gas Pool in Lea County, New
Mexico, described as: :

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM
Section 36: SEf4

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 30: All
Sectionf3l: All
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(Case 5274 continued from Page 4)

TOWNSHIP 24 SOUTH, RANGE 33 EAST, K\Ll‘_i}_"):{_
- Section 1: NE/4

TOWNSILIP 24 SOUTH, RANGE 34 FAST, NMPM
Section 6: NW/4

(e) Create a new pool in Lea County, New Mexicc, classified as a gas
pool for Atoka production with a provision for 160-acre spacing units -
and designdted as the Bell Lake-Atoka Gas Pool. The discovery well

is the Continental 0il Company Bell Lake Unit Well No. 2 located in
Unit N of Sectfon 30, Township 23 South, Range 34 East, NMPM, Said
pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 34 FAST, NMPM
Section 30: SW/4

(f) Create a new pool in Lea County, New Mexico, classif-ed as a gas
pool for Atoka production and designated as the South Beli Lake-Atoka
Gas Pool. The discovery well is the Continental 0il Company Bell Lake
"Urit 1 Well No. 4 located in Unit F of Section 6, Township 24 South,
Range 34 East, NMPM. Said pool would comprise:

TOWNSHIP 24 SOUTH, RANGE 34 FAST, NMPM
Section 6: W/2

(g) Create a new pool in Lea County, New Mexico, classif:ed as a gas
pool for Morrow production with a provision for 160-acre :pacinhg Units
and designated as the South Bell Lake-Morrow Gas Pool. Tie discovery
well is the Continental 0il Company Bell Lake State 3 Well No. 5 located
in Unit G of Section 1, Township 24 South, Range 33 East, NMPM. Said

pool would comprise:

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM
Section 36: SE/4

TOWNSHIP 23 SOUTH, RANGE 34 EAST, NMPM
Section 31: SW/4

TOWNSHIP 24 -SOUTH, RANGE 33 EAST, NMPM
Section 1: NE/4

(h) Extend the North Bagley-Pennsylvanian Pool in Lea County, New
Mexico, to include therein: i

TOWNSHIP 12 SOUTH, RANGE 33 EAST, NMPM

Section 6: NE/4
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(1) Extend the Black River-Pennsylvanian Gas Pool in Eddy County,
New Mexico, to include therein:

TOWNSHIP 24 SOUTH, RANGE 26 EAST, NMPM
Section 12: SW/4

(J) Extend the Burton Flat-Morrow Gas Pool in Eddy County, New Mexico,
to include therein:

TOWNSHIP 20 SOUTH, RANGE 28 EAST, NMPM
Section 27: N/2

(k) Extend the Cabin Lake-Strawn Pool 1in Eddy County, New Mexlco, to
include therein:

IQWNSHIP 22 SOUTH, RANGE 30 EAST, NMPM
Section 11: W/2 NE/4

(1) Extend the Cemetary-Morrow Gas Pool in Eddy County, New Mexico,
to include therein;

TOWNSHIP 20 SOUTH, RANGE 25 FAST, NMPM
Section 8: All

(m) Extend the North Dagger Draw-Upper Pennsylvanian Pool in Eddy
County, New Mexico, to include therein:

TOWNSHIP 19 SOUTH, RANGE 25 EAST, NMPM
Section 17: N/2

(n) Extend the Eagle Creek-San Andres Pool in Eddy éounty, New'Mexico,
to include therein:

TOWNSHIP 17 SOUTH, RANGE 25 EAST, NMPM
Section 13: W/2 sW/4 .
Sextion 28: SW/4 \
Se:tion 29: §/2

(o) Extand the Hat Mesa-Morrow Gas Pool-in Lea County, New Mexico, to
include :herein:

TOWNSHIP 21 SOUTH, RANGE 32 EAST, NMPM
Section 10: E/2 }
Section 11: W/2 , .

(p) Extend the Loco Hills Queen-Grayburg-San Andres Pool in Eddy
County, New Mexico, to include therein:

TOWNSHIP 18 SOUTH, RANGE 29 FAST, NMPM
Section 23: NE/4 NE/4 '
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(g) Extend the Red Lake-Pemnsylvanian Gas Pool in Eddy County, New:
Mexico, to include thercin:

TOWNSHIP 18 SOUTH, RANGE 27 EAST, NMPM
Section 18: N/2

(rf Extend the Rocky Arroyo-Canyon Cas Pool in Fddy County, New Mexico,
to, include therein:

TOWNSHIP 22 SOUTH, RANGE 22 EAST, NMPM
Section 4: S/2
Section 5: S/2

o (s) -Extend the Townsend~-%trawn Pool in Lea County, New Mexico, to
include therein:

TOWNSHIP 16 SOQUTH, WGE 35 EAST, NMPM
Section 9: N/2 and SE/f4 '

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

TOWNSHIP 8 SOUTH, RANGE 28 EAST, NMPM
Section 36: SW/4 SE/4

(u) Extend the North Vacuum-Abo Pool in Lea County, New Mexico, to
include therein: ,

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
Section 16: SE/4

(v) Extend the Vada-Pennsylvanian Pool in Lea County, New Mexico, to
include therein: '

TOWNSHIP 9 SOUTH, RANGE 33 EAST, NMPM
Section 11: NW/4
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OIL CORBERVAIION CORM

Sapte va

0il Conservation Commission

Box 2088
Santa Fe, New Mexico 87501

Gentlemen:

Appearing on the examiner's docket for July 10 is
Case 4749 which is being reopened pursuant to the provisions
of Crder R-4338-A which order continued special rules for
 the Humble City-Strawn Pool, Lea County.

We represent Harding Oil Company who was the original
proponent of the special pool rules and due to the unavail-
ability of witnesses for Harding for both July 10 and July 24
because of vacations, Sleasé'consider this as a motion on
behalf of Harding to cointinue this case until the examiner's
docket of August 7. . T

IR St bty
Yours sincerely,

HI SONDURANT, COX & EATON-

CEH:cs
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New Mexico 0i) Conservation Commnission
P. 0. Box 2088
Santa Fe, New Mexico

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

Gentlemen:

"This is to advise that as an operator in the Humble City Strawn

“Field, Texas International Petroleum Corporation petitions the
retention of 80 acre proration units for each well completed
from the Strawn 1ime in the above named field.™

Very truly your%,

Robert 0. Burkett
Division Manager

ROB:nkb
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New Mexico Oil Consecrvation Commission -

Box 2088
santa Fe, New Mexico 87501

Gentlemen:

Re: Case No umble City-Strawn Pool, Lea County,
New Me Q

With reference to the captioned case to be heard Wednesday,

July 11, 1973,(please be informed that Mesa Petroleum Co. respect-
fully requests he examiner approve the 80-acre proration unit
currently established under the special rules and regulations for
the Humble City-Strawn Pool, Lea County, New Mexico in Order

No. R-4338.

Mesa agrees with Harding Oil Co. that 80-acre proration units are
adequate-for economic drainage for this particular reservoir./}

Sincerel

/.

J. L. Farrell
JLF /tls

cc: Harding Oil Co.
Att: Mr. Lewis Bicking
408 Carillon Tower West
13601 Preston Road
Dallas, Texas 75240

MESA PETROLEUM CC)./VAUGHN BLOG. / POST OFFICE BOX 2008 / AC 806 / 372-341 / AMARILLO, TEXAS 79105




Docket No. 19-73

DOCKET: EXAMINER RNFARING - WEDNESDAY ~ JULY 11, 1973

Y A.M. ~ OIL CONSERVATION COMMIQSION CONFERENCE KOOM,
STATE LAND OFFICE BUILDING - SANTA FE, NEW MEXICO

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

ALLOWABLE:

CASE 4749:

(1) cConsideration of the allowable production of gas for August,

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

(2) Consideration of the allowable production of gas from nine
' prorated pools in San Juan, Rio Arriba, and Sandoval Counties,
New Mexico, for August, 1973,

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

CASE 5019:

CASE 5020:

CASE 5021:

In the mattey of Case No. 4749 being reopened pursuant to the pro-
visions of Order No. R-4338, which order established specilal rules
and regulations for the Humble City-Strawn Pool, Lea County, New
Mexico, including a provision for 80-acre proration unite. All
interested parties may appear and show cause why sald pool should
be developed on other than 40-acre units.

Application of Cities Service 0il Company for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause, seeks
an oxder pooling all mineral interests underlying the S/2 of Sec-~
tion 14, Township 20 South, Range 28 East, Eddy County, New Mexico,
to be dedicated to a well to be drilled in an undesignated Morrow
gas pool at a standard location in Unit K of said Section 14. Also
to be considered will be the cost of drilling and completing said
well and the allocation of such costs, as well as actual operating
costs and charges for supervision. Also to be considered is the
designation of applicant as operator of the well and up to 200 percent
charge for risk involved in drilling said well.

Application of Belco Petroleum Corporation for specilal pobl rules,

Lea County, New Mexico. Applicant, in the above-styled cause,

seeks the promulgation of special pool rules for the South Salt
Lake-Morrow Gas Pool, including a provision for 320-acre drilling
and proration units. In the absence of objection, this pool will be
placed on 320-acre spacing rather than the present 160-acre spacing.

Application of Mobil 0il Corporation for an unorthodox oil well
location and special pool allowable, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to drili its
proposed New Mexico "B" Well No. 9 at an unorthodox location 940
feet from the North line and 1510 feet from the East line of Sec~

‘tion 27, Township 10 South, Range 32 East, Mescalero-Devonian Pool,
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(Cage 502) continued from page 1)

CASE_5022:

CASE 5023:

CASE 5024:

CASE _5025:

CASE 5026:

‘as an exception to Rule 104, authority to produce fts Mexico

Lea County, New Mexico. Applicant further seeks the assignment of
a special depth bracket allowable for said pool of 604 barrela of

oll per day.

Application of Skelly 011 Cctipany for an exception to kule 104, Lea
County, New Mexico. Applicant, in the above-styled cause, neskﬁ,

L
Wells Nos. 1 and 23 located less than 330 feet from each other in
Unit A of Section 5, Township 25 South, Range 38 Fast, and its
Mexico "J" Wells Nos. 2 and 23 located less than 330 feet from each
other in Unit O in Section 32, Township 24 South, Range 38 East, and
its Mexico "J" Wells Nos. 4 and 17 located less than 330 feet from each
other in Unit N of said Section 32, all 1in the Dollarhide-Fusselman
Pool, Lea County, New Mexico, each 40-acre unit being limited to one
top unit allowable.

Application of Skelly 01l Companyv for a waterflood project, Roosevelt .
County, New Mexico. Applicant, in the above-styled cause, seeks ’
authority to institute a pilot waterflood project by the injection

of water into the Upper and Lower San Andres formations through per-
forations in the intervals from 4207 feet to 4418 feet and from 4676
to 4849 feet in its Hobbs "T'" Well No. 11 located in Unit P of

Section 33, Township 7 South; Range 33 FEast, Chaveroo-San Andres Pool,
Roosevelt County, New Mexico.

Application of Midwest 0il Corporation for a unit agreement, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Cottonwood Spring Unit Area comprising 3838 acres,
more or less, of federal and fee lands in Township 25 South, Range 26
East, Eddy Ccunty, New Mexico.

Application of The Superior 0il Company for down-hole commingling,

wea County, New Mexico. Applicant, in the above~styled cause, seeks
aucrnority to commingle Upper Seven Rivers gas and Lower Seven Rivers
0il in the wellbore of its State "12" Well No. 1 located in Unit L of
Section 12, Township 21 South, Range 35 East, Eumont Pool, Lea County,
New Mexico. Said well was authorized as a gas-oil dual completion in
the Eumont Pool by Commission Order DC-142.

Application of The Superior 0il Company for compulsory pooling, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks an
order pooling all mineral interests in the Morrow, Atoka, Strawn and
Canyon formations underlying the N/2 of Section 7, Township 23 South,
Range 27 East, South Carlsbad Field, Eddy County, New Mexico. Also
to be considered will be the cost of drilling and completing said
well and the allocation “f scuvch costs, as well as actual operating
costs and charges for supervision.’ Also to be considered is the
designation of applicant as operator of the well and 2 150 percent
charge for risk involved in drilling said well,




CASE_5027:

CASE 50)5:
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Application of Dalport 0il Corporation for the amendment of Order
No. R~4553, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks the amendment of Order No. R-4553 to provide
that the well to be drilled on the proration unit pooled by said
order shall be located in Unit G of Section 17, Township 12 South,
Range 31 East, Chaves County, New Mexico, rather than Unit J of said
Section 17. 1In the absence of objection, Order No. R-4553 will be
amended as above.

(Continued and Readvertised)

T S

CASE 5010:

Application of Michael P. Grace II and Corinne Grace for compulsory
pooling, Eddy County, New Mexico. Applicants, in the above-styled
cause, seek an order pooling all mineral Iinterests down to and
including the Pennsylvanian formation underlying Section 16, Town-
ship 24 South, Range 26 Last, adjacent to the White City~Pennsylvanian
Gas Pool, Eddy County, New Mexico, to form a standard 640-acre unit
for said pool, to be dedicated to a2 well to be drilled at an orthodox
location for said unit. Also to be considered will be the cost of
drilling and completing said well and the allocation of such costs,
as well as actual operating costs and charges for supervision. Also
to be considered is the designation of applicant as operator of the
well and up to 200 percent charge for risk involved in drilling said

well.

(Continued from the June 27, 1973, Examiner Hearing)

CASE 5012:

Application of Yates Petroleum Corporation for compulsory pooling,
Eddy County, New Mexico. Applicant, in the above-styled cause,
seeks an order pcoling all mineral interests down to and including
the Penmnsylvanian formation underlying the N/2 of Section 18, Town-
ship 18 South, Range 26 East adjacent to the West Atoka Morrow Gas
Pool, Eddy County, New Mexico, to be dedicated to a well to be
drilled 1650 feet from the North line and 660 feet from the West
line of said Section 18, the unorthodox location of which was
previously approved by Commission Order No. R-4508. Also to be
considered will be the cost of drilling aund completing said well
and’ the allocation of such costs as well as actual operating costs
and charges for supervision. Also to be considered is the designa-
tion of applicant as operator of the well and up to 200 percent
charge for risk involved in dxilling said well.

(Continued from the June 27, 1973, Examiner Hearing)

Application of Gandy Construction for an oil treating plant permit,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
authority for the construction and operation of an oil treating plant
for the purpose of treating and reclaiming sediment oil at a site

in the SE/4 of Section 11, or the SW/4 of Sectiom 12, Township 10
South, Range 35 East, Lea County, New Mexico.
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OIL CONSERVATION COMM
Santa fo -

0il Conservation Commission

Box 2088
Santa Fe, New Mexico 87501

Case No. 4749
Examiner's docket

Gentiemen: \\\_~____,,/"’/

This will confirm my telephone conversation with Mr.
Dan Nutter this morning in which I requested that the above
case be continued until the examiner's hearing of July 11, -
1973. This case was originally filed by Harding Oil Company,
and Roy C. Williamson of the engineering firm of Sipes,
Williamson, Runyan & Aycock, Inc¢. of Midland was the principal
witness for Harding. Mr. Williamson has arranged his vacation
for the entire month of June and therefore will not be available
as a witness. It is for this reason that we requested that the

case be continued.

une 6, 1973

You may treat this letter as a moti inuance of
the case until the exaniner's hearing July 11, 1973.%\y :

Yours sincerely,

BONDURANT , COX & EATON

ot

CEH:cs
cc: James 0. Justice
cc: Roy C. Williamson

DOCKET MAILED

Date -

S D

=28 73
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The following cases will be heard before Richard L. Stamets, Examiner, or
Daniel S, Nutter, Alternate Fxaminer: :

ALLOWABLE: (1) Consideration of the allowable production of gas for July,
' 1973, from seventeen prorated pools in lea, Eddy, Roosevelt
and Chaves Counties, New Mexico;

(2) Consideration of the allowable production of gas from nine
prordated pools in San Juan, Rio Arriba, and Sandoval Ccunties,
New Mexico for July, 1973,

CASE 4982: Application of Brunson and McKnight for a unit agreement, Lea
County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the 0jo Chiso Unit Area comprising 5,120 acres, more
or less, of Federal and State landz in Township 22 South, Range 34
Bast, Lea County, New Mexico.

CASE _4983: Application of Gulf 01l Corporation for simultaneous well dedication
and non-standard locations, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks approval for the simultaneous dedica-~

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

CASE 4749: (Reopened)

In the matter of Case No. 4749 being reopened pursuant to the pro-
visions of Order No. R-4338, which order estatlished special rules
and regulations for the Humble City-Strawn Pool, Lea County, New
Mexico, including a provision for 80-acre proration units. All
interested parties may appear and show cause why said pool should
be developed on other than 40-acre units.

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

CASE 4967: (Continued and readvertised from the May 9, 1973 Examiner Hearing)

Application of John M. Etcheverry for dissolution of a standard
proration unit and the creation of two non-standard proration units,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
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(Cage 4967 continued from pagc 1>

CASE 4985:

CASE 4986:

CASE 4987:

CASE 4988:

CASE 4989:

" the dissclution of the standard 160-acre proration unit comprising

the SW/4 of Section 29, Township 14 South, Range 34 Rast, MWest
Tres Papalotes~Pennsylvanian Pool, Lea County, New Mexico, dedi-
cated Lo the Mark Production Company Ptcheverry Well No. 1 located
in Unit L of sald Section 29, and the creation of two non-standard
80-acre proration unitas, one comprising the N/2 and the other the
$/2 of the SW/h of said Section 29; the first unit would be dedi-
cated to the aforesaild Etcheverry Well No. 1 and the second unlt
would be dedicated to a well proposed to be drilled in Unit M of
gsald Section 29.

Application of Union 01l Company of California for & unit agreement,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks
approval of the Pipeline Deep Unit Area comprising 3,862 acres,

more or less, of federal lands in Township 19 South, Range 34 East,
Lea County, New Maxilco.

Application of Dalport 0il Corporation for compulsory pooling,
Chaves County; New Mexico. Applicant, in the above-styled cause,
seeks an order pooling all mineral interasts in the Queen formation
underlying the E/2 of Section 17, Township 12 South, Range 31 East,
Chaves County, New Mexico, to be dedicated to a well to be drilled
in Unit G of said Section 17. Also to be conaidered will be the
cost of drilling said well, a charge for the risk involved, a
provision for the alXiocation of actual operating costs, the estab-

“1ishment of charges for supervision of gaid well, and the designation

of applicant as operator,

Application of Texaco Inc. for down-hole commingling, Lea County,
New Mexico. Applicant, in the above~styled cause, seeks authority
to commingle production from the Blinebry, Tubb, and Drinkard 0il
Pools in the wellbore of its A. H. Blinebry Well No. 20 located
in Unit E of Section 20, Township 22 South, Range 38 East, Lea
County, New Mexico.

Application of Texaco Inc. for down-hole commingling, Lea County,
New Mexico, Applicant, in the above~styled cause, seeks authority
to commingle production from the 'Tubd and Drinkard 0il Pools in
the wellbore of its A. H. Blinebry Well No. 28 located in Unit A
of Section 29, Township 22 South, Range 38 East, Lea County, New
Mexico.

In the matter of the hearing called by the 011l Conservation Commission
upon its own motion to consider the amendment of the general rules ‘
governlong prorated gas pools in Northwest and Southeast New Mexico

as promulgated by Order No. R-1670, as amended. Rule 15 of the afore-
sald general rules would be amended to provide that if a well is
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CASE 4966:

overproduced In an amount exceediag six times its average monthly
allowabtile for the preceding twelve months (or, in the case of a
newly connected well or a well in & newly prorated pool, six times
its average monthly allowable for the months available), 1t shall
be shut 1n during that month and each succeeding month until it

15 overproduced in an amount. less than six times its average
monthly allowahle, aa determined above.

Rule 15 would be further amended to permit the Secretary--birector
of the Commission to grant a pool-wide moratorium of up to three
montha on the shutting in of gas wells during perilods of high
demand emergency if a significant number of the wells in the pool
are subject to being shut in.

(Continued from the May 23, 1973 Examiner Hearing)

Application of Read & Stevens, Inc. for compulsory pooling, Chaves
County, New Mexlco. Applicant, iam the above-styled cause, secks an
order pooling all mineral interests underlying the N/2 of Sec-

tion 36, Township 12 South, Range 30 East, Chaves County, New
Mexico, to be dedicated to a well to be drilled to the Queen
formation in Unit B of gaid Section 36, 1in the Southeast Chaves
Queen Gas Area. Algo to be considered will be the cost of
drilling and completirng said well and the allocation of such

costs as well as actual operating costs and charges for super-
vision. Also to be considered is the designation of applicant

as operator of the well and a 200 percent charge for risk involved

in drilling said well.
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4 R.MOBRALGL . LAW QFFICES OF
VAMES €. SFEALING

JOSEPH € ROEM MobpnraLL, SPERLING, Rounrn, Harris & Sisk SOHE F SIMMS 1885- ta5a)
GEQRJE 7. HARRIG, Jit, . ALUGUSTUS T SEYMOUR
DANIEL A, SISK PUBLIC SEAVICE nuu_pmm N k L 1907 -1985)
LELAND 5 BEDBERAY, J7t, o o BOX 2ica it S Ry
ALLEN C.OEWEY, JiR. ISV s . 1‘ “i TELEFPHONE 243 451
FRANK W ALLEN, UA. ALBUQUERQUE, Nrw MEX ,bf 87100 R AREA COLE 605
JAMES P SAUNDERS, J. 3 i (11 : ’ ’
HAMES A PARKER l\, \11 J
JOHN R.COONEY Y e
FENNETH L :QAﬂrleAN July 3' ]‘97 b AN A e RN
PETER 4 AOANG ) OlL COiunh A G (:Uhhf\.
‘ s - Seata Fo
j DALE W. £k
-~ DENNIS 4, FALK
: FARAELL L, LINES
ARTHUR O, MELENORES
Iir. Elvis Utz
New Mexico 03l Conservation
Commission
: P. 0. Box 208¢
- Santa Fe,HNew Mexico 87501
|
Re: Case No. 4748, Application of Pubco Petroleum

Corporation; and
Case No. 4749, Application of Harding 0il

Company; both relating to Humble City -~

Strawn Pool, Lea County, New Mexico

Dear Elvis:

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

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

of the agreement, I am enclosing a xerox copy of an exe-
cuted copy of the agreement with attached exhibits referred
to in the agreement and correspondence reflecting extensions
and consent to the assignment to Harding 0il Company. These
would have been tendered at the hearing, but at that time
copies were not available.

. / ery truly yours,

eees \S/G/‘l \6

mes . Sperllﬁg

JES:jv

Enclosures

cc: Mr. Clarence Hinkle, w encl.
Mr. Frank Gorham, w/o0 encl.




JBCO PETROLEUM CORPOR/ " "TON

January 11, 1972

Spencer and lutson
1212 VaUJhn Dldq.
Midland, Teras 79701

j?e ntlogeny

rovmaship 17 South,
D fanuary 15, 1972,
conaence this well,

Re: 1C=294 ¥/O Agreomant
Knowles, West Prospac
Lea County, New Vexico

The Farmout Agrcewment dated lovenber 5, 1971 provides for your
cousiencemsnt of re-entry operations on thz {nitial test well in Scetion 11,

Range 37 East, Lea County, leir Moxico on or before
You have requented an extension of time within which to

This letter will scrve as evidence of our agrecment to extend

the time for commencement of the above mentioned well to January 31, 1972,
This extension is given with the express understanding that If said opervae

the Parmout Agreemant null and void. All other teras

and conditsions of said asgrcement remain as wrikten and {n full force and

ifons are not actually comnenced by said exteunded date, Pubcé may, at its
lect:ion, consider (
effect,

Sincefely,

" PUBCO PETROLEUM CORPORAT LON

T

- ;::EEiin%i::;// 7ev éy'c/

..'/‘ A'/ -
T fi:(
: Pronk D, Gorhem, Jr.)i -
President
FDGJr: jarskh
//:t-/c.zé':7 Cit/ CJ . ‘ v&\




'JBCO PETROLEUM CORPOR/ ON

‘December 6, 1971

Speuncey and Hutson
1212 vaughn Building
1H4dland, Texas 79701

Re: MC=294 P/0 Agreement
Knowles West Prospect
Lea County, New Mexico

ntlemens

We acknowledge your letter of November 30, returning two executed
copiles of the captioned agrcement, Although this agreement was recelved
ter the deadline date, specified therein, Pubco waives all objections it
ght have to the short delay and the contract may be comsidered to be in full
rce and cffect pursuvant Lo all of its other terms,

‘ You did not provide additional information under Article 4.(C) of
the letter agreement as to notlices, If the assignment to be referred to
hereinafter covers all of your interest, then no such additional Informatlion

will be required, and notices to you will be addressed in the seme fashion
eff depicted in this letter, _
)

Permission is granted to assign this agreement to Harding 011
mpany, 4317 Oaklawn, Dellas, Texas 75219, PROVIDED HOVEVER, they furnish
ritten agrecment to us conforming to the requirements of Article 14 of
Exhibit "A" of the captioned agrecuent, Wien such arrangements are completed,
we will need to be furnished additional Information regarding notices. It
is presumed thesé arrangements will be completed prior to the commencement
~date for the test well as specified in the captioned agreement.

Sincerely,

PUBCO PETROLXUM CORPORATION

o
v

e
~"" prank D. CGorxham, Jr. %%/
President ,,;: )
N A

FBG,Jr: jaw:kh

]
i
!
|
!
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OBLER C. HUTSON
i PETROLEUM GECLOGIGY

RICHARD F. 8PENCER
PETHOLEUY GECLOGIST

SPENCER HUTSON

VAUGHN OUILOING
- MIODLAND, TEXAS V97CGH
Qis - 663-26314

- November 30, 1971

Pubco Petroleum Corporation
P. 0. Box 869 ‘ -
Albuyuerque, New Mexico 87103

Attention: Mr. Dale Harrison

Dear Dale:

Transmitted herewith are two executed copies of our farmout agreement
concerning the West Knowles Prospect in Lea County, New Mexico. Also,

enciosed please find a check fop $T1,155.000for_the purchase of one

Y.'>

wellhead and the intermediate casing in"the Shipp #1 dry-hole«—-—

- 6222:_

We are requesting permission at this time to assign this farmout agreement ,~

to Harding 011 Company in Dallas, Texas (4317 Oaklawn, 75219). Harding ;

will commence the well as soon as possible and we will look forward to ~ -
- a big success.

Thank you for your cooperation.

Yours very truly,

A s

Richard F. Spencer
RFS:jw

cc - Harding 0i1 Company

RECEIVED,

DEC . i/,
PUBCO PETROLEUM Cozp
—
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Svencer and Hutson
1212 vaugin Building
Midland, Texas 79701
{ .
Re: MC~294 F/O Agreement ’

Knowles Hest Prospect
. : Lea County, New Mexico

Gentlemen:

Pubco Petroleum Corporation (hereinafter called Pubco) is the owner and ~
holder of certain of the oil and gas leaces described in the attached
Exhibit "B", insofar as they pertain to lands described therein (herein-
after called the Contract Acreage) and this letter will confirm our agree-
ment with you pertaining to their exploration and development in accoxrdance
with the tarms aud coudilions hereof:

In consideration of the premises and the terms and conditions set forth in
this letter, it is hereby 2zreed by and betwecen the undersigned parties,
as follows:

1. Test Well:

(A) Upon acceptance of this Agrecment, Spencer and Hutsom
agrees to pay Pubco the sum of $1,155.00 for. the purchase of one wellhead
and the intermedfate casing iu the Shipp #1 dry hole described hereinafter
in more detail, .

(B) On or before Janualy 15, 1972 you, Spencer and Hutson,
a parrnerehxp, (hereinafter called the "Operator") shall commence actual |
re-entry of the Pubco Shipp #1 dry hole located in-the NE4LSWY at 2,030 feet
FWL and 2,310 feet FSL of Sec, 11-T17S~-R37E, MMPM, Lea County, New Mexico
(hereinafter called the Test Well) and wich due dispatch and rezsonable
diligeunce continuously diill said well deeper at Operator’ sole cost, risk
and expense to a depth which will adequately test the stratigraphic equiva-
lent of the Pennsylvanian Atoka sandstone (as encountered between 11,425 »
feet and 11,450 feet 1in the McAlester Fuel Co. ~ Toklan Royalty Tesc A-1
well located in Sec. 8~T17S-R38E), or to an estimated total depth of 12,000
feet whichever i1s the lesser, (hereinafter called "Contract Depth') sutject
to the further terms and conditions hereinafter, If Operator reaches Con-
tract Depth and does nct elect to attempt a completion of the Test Well at
Contract Depth, if it so desires it may thea plug back and attempt a com-
pletion at any lesser depth, while the rig is still on locdtion, all at
its sole cost, risk and expense. In any such event, Operator shall proceed
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to complete the Test Well for the productioan of oil and/cr gas in paying
quantities, or else plug said well, all with due dispatch and reasonable
diligence, frez of any cost or iiability to Pubco.

2, Option Wells: In the event Tperator has drilled the Test Well
to Contract Depth, all in the time and maaner as specified in Article 1, ‘
Operator is hereby granted the right and option to drill an Option Well at
& locatlon of his choice on any 80 acre tract, other than the Test Well
tract, of the Contract Acreage and earn-an Interest in and to the leases
00vering the Contract Acreage tract on which such Option Well is drilled
as set forth hercinafter; provided:

(A) Within one hundred twenty (120) days after having reached
the Contract Depth in the Test Well, Operactor shall elect in writing whether
or not it will drill the Option Well.

(B) An election to drill the Option Well must specify the
"location where the well is to be drilled on the Contract Acreage.

(C) If Operator earuns and exercises its option to drill
safd well, it agrees to commence the actual drilling of the Option Well,
within one hundred eighty (180) days after having reached total depth in
the Test Well,. Then, Operator shall drill the Option Well with due dis-
patch and reasonable diligence continuously to a total depth of its
choice, and at its sole cost, risk and expense, subject to the terms and
conditiséns hereof.

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

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

(F) It is understood and agreed however, that if Operator
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fails to drill any well under this Agrecment in compliance with the terms
and conditions of this agreement, or fails to male an election to exercise
an option provided for herein in a timely manner, or else it elects not to
drfll an Cption Well; then in any of these events, this Agreement shall
terminate in its entirety (except for Operator's 1{ability for any cbliga-
tions incurred theretofore) as to the Contract Acreage tract on which such
2 well wpuld have beeun lecated, and Operator shall be deemed to have released
and dischavged all of its optiocas or right and title in and to all the
leases and Contract Acreage yet to be earned, Operator shall execute and
deliver such releases or acquittances as Pubco may require, in such an
event,

3. Assignments:

- (A) When Operator has furnished satisfactory evidence to . ... -
Pubco, that t:he Test Well has been drilied in ‘compliance with all cf the P
"“terms and conditions of this Agreement, and is completed as being capable .
of producing oil and/or gas in paying quantities, Pubco shall promptly Taee,.

execute and deliver, without representation or warranty of title either
express or implied, an ascigument of all of Pubco's rights, title and
interest in and to the oil.and gas leases more particularly described in
Exhibit "B", which cover, and insofar only as-they cover the E4XSWY% of
Section 11, T17S - R37E, Lea County, New Mexico OR ELSE, the S{%, or the
Wk mghey,gr.&a;gematlve may.apply.so that the drlllsi,te unit shall conform
to the lawful rules, orders and/or. regulations of the Conservation Comis~
siondn.force at the time .the Test. Wgll is comp}.ntcd for productien. .
Attached herew[tE and inccrporated hereiﬂ by this reference are three
different plats, identified as Exhibit D-1, D-2, and D-3, Each plat
depicts the locations described -above by coloreu. ¢iagonal lines as well

as the option acreage to be earned thcreafter in so-called checkarboard
fashion (all being also called the Contract Acreage herein) depending on
-whether the applicable spacing order is for 80, 160, or 320 acres, Appli~
cation of tliese alternative provisions shall apply to any and all Test aad
Optfon Wells drilled pursuant to this letter agreement, Such assignment
shall be subject to the following additional limitations and counditions:

Said assignment will be made on a form acceptabie to
Pubco, and te effective as of the date of re-entry on sald Test Well.
This assignment will be made subject to the lessors' royalty and any and
all valid and existing overriding royalties, or other lease burdens or
burdeas on production which appear of record as of the date of this
Agreement., In addition, Pubco will except and reserve unto itself in
said assignment all horizons and format ions lying below 100 fect below
the deepest depth drilled in the Test Well.

(Rev.)
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(B) When Operator has furnished satisfactory evidence to
Pubco, that any Optioa Well has been drilled in coumpliance with all of the
terms and conditforns of this Agrecment, and is completed as being capable
of producing oil and/or gas in paying quantities, Pubco shall promptly
execute and deliver, without representation or warranty of title either
express or Implied, an assignnent of all of Pubco's right, title and -iuier-
est In and to the oil and gas leases more particularly described in Exhibit
"B" which cover, and insofar only as they cover the 80 acre tract, or else,
the alternative tract as referred to in 3(A) above and as deplcted on elither
Exhibit D-1, D-2 or D-3 attached hereto, of the Contrsct Acreage on which
such Option Well has been drilled and completed,

A separate assignuent will be made for each earning
well, and each such assignment will be made in the sawe manner and subject
to the same terms, exceptions and reservations as is required for the
assignment which may be made for the Test Well, as specified above,

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

4, Other Conditijons:

(A) It is distinctly undenstood and agreed that this Agree-
went is subject to the additional terms, conditions and provisions set
forth in Exhibit "A", - which is attached hereto and made a part hereof by
this reference,

(8) In addition to any geological requirements specified
in Exhibit MAMY,

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

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

b, Induction-Electric log or equivalent :esistivxty

log, to be conducted by a reliable logging company, from 9,163' to total
depth drilled

~(Rev.,)
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2) In additior to the requi-ements for daily drilling
report:s and notices sct forth in Exhibit "A", on weckends or holidays
Operator should contact any one of the follewing representatives of Pubco's
office:

Office Residence
M. E, Causey 505-842-1940 296-5872
D. E, Crowley : 296-6829
J., C., Johnson 299-6029

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

4) 1In addition to the requircments of Article 6.e of .
the attached Exhibit "A", Operator shall take clean samples at 10 foot K
intervals, from 9,163 feet to total depth drilled (with the exact depth
noted thereon, oae set of which shall be kept for Pubco at the Test Well ™

site,

5) Pubco snall be furn1shed a copy of the dr1111ng time ' r
Iog made from 9,163 feet to total depth drilled, :

6) If a hydrocarbon nud logging unit is used, Pubco
shall be furnished one copy of daily progress log to be mailed daily; and
two final prints of the hydrocarbon mud log, -

~ (C) All noti&es‘to Operator may be 'sent to:

Spencer and Hutson
1212 vaughn Building
Midland, Texas 79701

ATTN: : : ,
Business Phone: ¢/s /Z§3 -3263/
Home Phone: )

(D) Pubco recognizes Operator may assign an interest in
this ‘Agreement to one or more partners, It is understood and agreed that

Operator has that right, subject to the approval of partners by Pubco, =~
and provided such other party agrees to assurie its pro rata share of the (:::::::::T”’y -
. K ¥ \\ o«
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terms, conditions and benefits of this Agreement:, all as set

forth in Exhibit "A" hereof., However, it is further understood
and agreced that if Operator makes 3uch an assignment to five or
more parties, Pubco may, at its discretion, require such assignees
to appoint a single agent who shall have full authority to re-
cefve all notices and communications required herein,

(E) In addition to the requirements regarding payment
of delay rentals contained in Exhibit '"A", Operator agrees to reim-
bursa Pubco for all amounts of such rentals applicable to each
tract of the Contract Acreage described in Exhibit "B", from the
date Operator accepts this Agreement until a right to earn cach
tract of the Contract Acreage is terminated or expires or the acreage
thereunder is earned by notice of completion of a well capable of
production of oii and/or gas in paying quantitxes whichever 1is
the later date, . ’ .

(F) Regardless of the possibility this Agreement
may be terminated by one party or another for bonafide reasons,
the Operator agrees to be bound to make any such payments required
to be made to Pubco as specified herein without any rlght to a re-~
fund except due to clerical error,

This Agreement and the exhibits attached hereto and fncorporated
herein contain all of the terms and provisions of the Agreement
of the parties hereto pertaining to the lease and lands in the
Contract Acreage, and there shall be no changes, alterations or
wodifications thereof unless otherwise agreed to in writing by
the parties hereto., If this Agreement {s not duly executed by

Operator and returned to Pubco on or before the /57
day of [Dreemfee. , 1971, then and thereupon, at

the option of Pubco, this Agreement togetﬁer with the exhibits
attached hereto shall be null and void and of no effect,

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

-

ATTEST: . ' ~ PUBCO PETROLEUM CORPORAT ION

.j/// 44 ,,L,:;.,,,

I, W, Armstrong, Asst, S;cretary

T =
r T
»

o

i First -Party

(el e

Richard ¥. Spencer?

Osler C. Hutson . )
rs

DBA Spencer and Hutson, a partﬁership

Second Party (Operator)

(See attached acknowledgment)

‘(Rev.) -




STATE OF \\_2/4,‘,(‘ o) o .
) ss,

comey O | el arik )
BEFORE ME, KZZ y // /«’ty? , a notary public, on this

W AN
day personally appeared ¢.€£ZM:A2<4L’/M& and Dinteg) O bdlvntos

) to be

e e T N i et

known to me (or proved on the oath of
the persons whose names are subscribed to the foregoing instrument, and
acknowledged to me that they executed the same for the purpose and consi-

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

74
7/ day of Zf’/u’w s s, 1971,

77?7 Y ¥ WAY - Notarysfubie

In And For Midland County, Texas

M£:Commissi0l:|_ ExE)Bires: /%4 y /’J/»(A./l

* STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

BEFORE ME, the underéign’ed, a notary public, in and for said
County and State on this /o'?H/\ day of November, 1971, personally
appeared Frank D, Gox.'ham,. Jr., to me knOt;m to be the identical person
described in and who executéd the within and foregoing instrument of writ-
ing and known to me to be the ‘Preside.nt of Pubco Petroleum Corporation,
and »acknowlec'lged to me that he duly executed the same as his free and vol~
untary act and deed for the us;s and purposes therei..n expressed-, énd as the

" act of said corporation,

IN WITNESS WHEREOF, I have hereunto set my hand and affixed

my notarial seal the day and year last above written,

My Commission Expires: % [ 2
March 18, 1975,

Patricia M, Todd, Notary Public




CEXHIBIT A

Attached to and made a part of that certain agreement between
- PUBCO PETROLEUM CORPORATION (''Pubco') and :

. Spencer and Hutson . (”Oporafor”)
dated __ Novewber 5, 1971 . T

1. Titles

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

2, Default
— :
In the event Operator should either fail to commence the drilling
of any test well within the time and in the manner herein provided; or
having commenced the same, should it fail or refuse to drill the same to
«Contract Depth within the time and in the manner herein specified, or comply
with 21l of the terms and conditions of this agreement -set forth herein;
then and in any such event, 1_“~“.4““LLLLLMJ.L§&uLuJNJLAJJ$ALMmu¢uB?rEE:‘ZEa
o e R AR A I Lﬂph'v':é:?l».u.::}; and notwithstanding anything. in this
agreement to the contrary, this agreement, with the exception of Operator s
obligations that may have accrued theretofore, as well as its obligation
to release and warrant, shall ipso facto terminate in its entirety and any
interest which Operator otherwise may have been entitled to earn in or to
the Contract Acreage shall terminatc and revert to Pubco.,” In the event of
- #ny such default, Operator agrees that upon demand, it will forthwith re-
lease and quitclaim to Pubco any and all interest not then earned in the
Contract Acreage and under this agreement, warranting the same to be free
and clear of a11 liens, claims, encumbrances, overriding royalties or other
burdens on production caused, suffered or created by, through or under it.

3., Operations

In connection with tche drilling and all other opérations con-
ducted under or pursuant to this agreement affecting the Contract Acreage,
Operator shall observe and comply with the following provisions:

a, Conduct all- operations strictly in accordance with the terms
. and conditions of the oil and gas lease covering that portion of the Con-
tract Acreage upon which said we11 is being drllled

b. Observe and complv thh all applicable laws, rules, regu-
lations and orders of all governmental authorities and agencies, and
timely file all reports required by such authorxtles and aoenc1es.

e c. Comply with the non-discrlmination provisions of Para- :
graphs 1 threugh 7 of Section 202 of Executive Order No. 11246, as amended
"~ (30 Fed. Reg. 12319), unless exempted by order of the Secretary of Labor
‘issued pursuant ‘to Section 204 of said Executive Order No. 11246, or any
similar order pertaining to the same subject matter which may be in effect

£y
U . ot -’;.‘
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from time to tiwe, at all times herein contemplated and during which the
leases and Contract Acreage which arerthe subject of this agrecment are
subicct to the application and jurisdiction there o[.

. d. Conform to established oil field practices during all
operations on the Contract Acreage and perform the same with due dis-
patch and diligence and in a good and workmanlike marner.

e. Complete each Test Well under this agreement through and
Including installation of adequate lease storage tanks (if an oil well)
or a separator (if a gas well); or, {f such test results in a dry hole
after having drilled it to Contract Depth and tested it as required in
this agreement, lawfully plug the well, restore and abandon the premisesy
and settle or make provision for the settlement of all claims for damages
all within  ninety (90) days from the date of commencement of actual
drilling thereof (unless extended by Pubco) and free of any cost, rlsk
expense or liability to Pubco,

4, Substitute Wells

A. 1If Operator timely commences actual drilling of any Test
Well on this Contract Acreage, but fails to drill said well to Con-
‘tract Depth due to encountering adverse mechanical or geological con-
ditions which are beyond its control, and which, in the opinion of a
reasonably prudent operator, would make it impossible or impractical to
continue operations, it shall have the right to terminate drilling said
well at such point and in such event shall promptly and properly plug and
abandon said well, Operator shall have no obligation to drill a substitute
test well, but if it elects to do so, it shall commence, or cause to be
-commenced, the actual drilling of a substitute test well at an alternate
" location in the same 40-acre or spaced drillsite tract of the Contract
Acreage, within thirty (30) .days following the discontinuance of drilling
operatfons on said Test Well, and thereafter drill said substitute well
in the same manner to Contract Depth, as required for the drilling of
the Test Well. Otherwise, all rights of Operator which have not then
been earned in the Contract Acreage shall terminate and become null and
vold as_to said lease and Contract Acreage which have not’ then been earned,
subject to Operator's obligations to hold Pubco harmless from and against
any and all loss, costs, liens, debts or liability incurred or created by
Operator or arising out of its,operations hereunder,

B. In the event a substitute well is drilled to Contract
Depth in full compliance with all of the terms and conditions of this
agreement which are applicable to the Test Well, the substitute well
shall be considered and treated for all purposes thereafter as the re-
quired Test Well,

Prtal

FIS. Abandonment .of Drilling Operations

: A. Upon completlon of the drilling and teSCLng of any Test
" Well on thls Contract Acreage, if Operator elects to plug and abandon

said well, with or without having run casing therein, it shall meedlately :

furnish Pubco with a copy of the logs which it is required to run pursuant
to the terms of thlS agreement, and shall so notlfy Pubco of its election
"to plug and abandon said well by’ teleoraphxc notice in the manner required_
fn Paragraph 20 hereof. Pubco shall have twenty-four (24) hours following
recefpt of such notice or the required logs in Pubco's Albuquerque office,
whichever is later, wlthin which to elect to take over said well and to,
conduct such additional drilling, testing or completion operations: thereon
as it may deem advisable., If Pubco elects not to take over such well, or
-fails to advise Operator of its election within said twenty-four (24) hour
period, then, in that event, such well shall be forthwith plugged and

e i+
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abandoned by Operator at its sole cost, risk and expense and the surface
of the land surrounding the subject location shall be restored as ncally
as practicable to the condition fn which it was found vpon OpoLaLor s
entry thercon,’ as scon as possible,

it B, If Pubco eclects to take over any Test Well being abandoned
by Operator, all of its opelaLions on such will following the take over
shall be conducted at Pubco's sole cost, risk and liability and without
any cost, risk-or liability to Operator, but Pubco shall not in any way

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

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

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

‘C. In the event Pubco elects to take over any test well as pro-
vided for herein, it may either employ ‘the tools in use by Operator or it
may use such other tools as it may deem desirable. If Pubco elects to use
another set of tools in conducting such additional operations, then Operator
shall remove or cause to be removed from the well site the set of tools then
.in use by it, within five (5) days after receipt of notice that Pubco intends
to conduct such additonal operations, However, if Pubco elacts to employ the
"tools in use by Operator, Pubco shall assume any contractual obligations in con-
nection with said drilling equipment and machinery and the crew which may oper-

. ate it, If said equipment and machinery and the crew be those of Operator,

Pubco shall pay Operator for the us2 therzof ia accordanze with the terms

of contracts entered into by indepciident drilling contractors in the immedi-
ate area for the performance of work and services -of the character to be under-
taken by Pubco pursuant to such election, :

6, Well Information and Testing Requirements

Pubco's representatives shall have free access to each Test Well
provided for in this agreement and to all wells which may be drilled on the
Contract Acreage and all records pertaining to such wells and the production
therefrom including, but without limitation, access to the logs thereof at
any and all times and Operator shall furnish samples, drilling reports and
other information and material regarding said wells as may be requested by
. Pubco. As to each well to be drilled purSUant to the terms of this agreement,
Operator agrees:

a, To notify Pubco at least one week in advance of the commencement
of actual drilling, giving the official well name and the location of each .
_well, with the distances and directions thereof from at least two readxly
identifiable survey 1ines-

b, Conmencino with the date each well is spudded, to furnish daily
drilling reports to Pubco's offices in Albuquerque
by telephone (before ‘9:00 A.M.MST), or else by telegram or letter, as Pubco
may elect, such reports to include the 1atest depth and status of said 'wells

)
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, ¢,  To make drillstem tests of all horizons and formations on-
countered which, in the opinion of Pubeo, indicate the presence or possibil-
ity of commercial oil and/or gas production, In any event, as to any option
well subsequently drilled under this agreement, operator shall make a drill-
stem test of any horizon or Iormation'in vhich production has been ¢stablished
in the Inftjal Test Hell,

d.' To furnish Pubco with representative samples of any cores.
which may be taken, and have core analyses run on any and all poLentially
productive zones in such cores;

e. To kecp the drilling mud in condition to bring representative
samples to the surface and to catch, wash and dry samples at such intervals

‘and to such depths as specified in the pre- attachcd agreement R s Eacry
seaplorsrhakizbnesenvrrvressentralrr ot oe S oy g e tr o thoymn i s repsio-

srteantleax ealyakek O oo L
oposinandesztovedufvsupnblicovary  The cost of such processing and storage
shall be borne by Operator; '

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

g. To give advance notice to Pubco at itsAlbuquerque officeé in suf-~
ficient time for it to arrange to have a representative present to witness
any and all coring, testing, running of any and all logs and surveys, mea~-
suring of depth upon completion and pluggiﬂg operations, and further, to
give advance notice to Pubco of its intention to drill into any known pro-
ducing horizon in sufficient time for Pubco to arrange to have 2 representa-
tive present to wituess such Operatlon, and in the event any significant show
of oil and/or gas is encountered in the drilling of a well, Operator shall
not1fy Pubco in order that it may have a representative present when such
formation is penetrated and/or tested, 1if it so desires;

h, To furnlsh promptly to Pubco s Albuquerque )
"offices, the complete reports of the results of any test conducted ‘on ‘said
well together with reports of all surveys of the hole, however made, and to
furnish said offices with one copy each of any and all core analyses, drill-
stem test charts and one copy each of the drilling time logs at intervals of
not greater than ten (10) feet fromubhomcurfropmbimthestatalmdeptivedniilods
or in lieu of said drilling time logs, one copy each cf the geolograph chart;

"1. To furnish to each of Pubco's offices one field print copy, one
final copy and a sepia of all electrical well surveys and any other surveys |
conducted on said well including those provided for elsewhere in this agree-
ment, as soon as the same are available. .

Pubceo shall have the right to receive any and all information se-
cured by Operator in the drilling, testing, completing and producing of the
wells drilled hereunder by Operator on the Corntract Acreage.

7. Liens and Indemnity

A, Operator agrees that In conducting any operations on the leases

’ subject hereto, it will not do or cause to be done any act of commission or

ommission which mlght cause any forfeiture of such leases or create any lia-
bility under Pubco's bonds coverfno operations tlereon. In additlon + Operator
shall pay all bills promptly and shall not perait any liens to accrue against
any of the Contract Acreage or leases, or any equipment used in connection -
therewith, that would in any manner jeopardr.ze Pubco's interest and rights
hereunder. Operator further agrees to indemnlfy and save Pubco harmless of

-~




of and from any and al) clafms of ary nature vhatsoever in conncction with
operalions conducted by Operator on the Contract Acreage, including but not

by way of limitation, clajms based on breach of express or implicd covenants,
and shall pay all costs and cxpenses of judguents against Pubco based on such
claims, Further, if Pubco is named as a party defendant fn any action result-
fng from opcrations conducted by Operator under this agrecment, Pubco shall
fumediately” notify Operator in order to allow it te join {n such suit or action
as jofnt defendant, and Operator shall save Fubco harmless from any cost or ex-
pense, including fees of counsel, fncurred by Pubco in defending such action,

) B. Notwlthstanding anything to tne contrarf contained herein, it
1s specifically understood and agreed that Operator shall wake settlement QQE\\\\\\\\
pay for all damiges occasioned by its operations on the Contract Acreage and ~
shall provide Pubco with an executed copy of the Releaée of Damages secured

from surface owners or others, With respect to any of the wells provided for

in this agreement, Operator agrees to provide Pubco with an executed copy of

the Release of Damages regarding such well drilled prior to the delivery of the
appropriate lease assignment by. Pubco,

8. Insurance

A. Before the commcncement of drilling operations on the first Test
Well on this Contract Acreage, Operator shall furnish Pubco with an acceptable
certificate showing that it has purchased or provided the following insurance
which indemnifies, protects and saves Pubco harmless: :

1. Workmen's Compensation Insurance in accordance with the laws of
- the State in which the Contract‘Acreaoe is situated;

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

“damage, resulting from any one occurrence or acc¢ident which shall cover -all
equipment, whether owned, leased or hired;

3. Automobile Public Jiebllity and Property Damage Insurance cov-
ering injuries or death of persouns, with limits of not less than $250,000 per
person and $500,000 per any one accident and automobile property damage insur-
ance with limits of not less than $100,000 per accident whlch shall cover all,
owned and non~-owmed vehicles,

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

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

- specified in this paragraph during the time any operations are performed on the
Contract Acreagp. :

-9; Delay Rentals

~ A. Operator shall be responsible for the payment of all wminimum
or shut-in royalty payments charged to the Contract Acreage ‘after the date
of this agreement, ard bear such expense in proportion to its ownership in
the Contract Acreage. ’

B. If any delay rental should become due after the date of this
agreement on any lease coverino the Contract Acreage, Pubco shall tender such
payment under the terms of the appropriate lease., Pubco shall pay the delay
rentals becoming due under this agreement until the svtach St St e e W
contalrmosers <n£€mz&zxc;::n:a;sc;this agreemnnt is" terminated Operatpt‘agrees
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to reiwburse Pubco for all such rentals, repgardless of wphen the tender may
have been made, If special provision §s made for reantal reimbursement in
the pre-attached letter, such provisjons shall supersede the foregoing con-
ditions,aﬁghxlsz“““ craldnondoveneaniabheconmannffontiva,  Regavrdless, of the
applicable provisions, Operator agrees to reimburse Pubco within sixty (60)
days after receiving the rental billing, If not paid by then, Pubco will
notify Operator of such default in writing, and unless Operator rcuedics
the default within thirty (30) days after receipt of such notice its fnterest
in the applicable leasc and acreage shall terminate automatically, and it shall
fomediately assign and convey its Interest back to Pubco, Pubco shall diligently
attempt to make proper payment as a matter of course, and withiout advance notice
to Operator, but shall not be held liable to. Operator in damages for the loss of
any lease, or Interest therein; if, through mistake or oversight, any such pay-
ment- is not paid, or is erroncously paid. Any loss of any lease, or interest,
resulting from a failure to pay, or an erroneous payment thereunder, shall be
a joint loss, and there shall be no readjustment of interests in the remaining
portion of the Contract Acreage,

C. In the event any party to this agreement desires not to pay any
rental, royalty, or other such payment on any lease, or portion of lease, in-
cluded herein, it shall first notify the other parties, forty- “five (45) days
prior to thé due date given in such lease, or the date by which notice must
be given to a third party uander any other agrecment relating hereto, which-
ever Is the earlier date, The other parties, shall have ten (10) days after
receipt of said notice with which to notify the desiring party of its elec-
tion with respect thereto, Failure to respond in such manner shall con- )
stitute an election to concur with the desiring party's recommendation not to
pay. Ya the event one party then elects to pay the rental, or other such pay-
-ment, and the other does not by virtue of its original notice, thea the party
electing not to pay shall assign all of its interest in said lease, or portion
thereof, to the other party in accordance with Article 10 of this Exhibit en
£ﬁcblanaﬂé* wbhomatbachedeOperating-dgreonont:ped fuitchas«bocono~affectdue,
end the party electing to pay rental shall be responsible for the payment com-
- ing due at the time the inltial election. was made.

D. Each Party agrees to notify the other in due course if it learns
of & change iIn ownership of any oil and gas lease covering the Contract Acreage.

‘10. Surrender or Reassignmont of Lease

Should Operator desire to surrender fts interest in any of the leases
covering the Contract Acreage. gndztherovismno-Oparatiogo fnvenffontont
themtixs, 1t shall notify Pubco in writing, at the address herein designated, of
fts decision, and Pubco shall have thirty (30) days from receipt of said notice’
within which to elect to agree to the surrender or to take an assignment of the -
interest of Operator to be surrendered., If Pubco elects within said period of

. time to take an assignment of the interest to be surrendered, -including all .
wells, material, and equipment which may be located thereon, as well as all of
.its rights in production thereafter secured; it will be assigned free and clear
of all liens, claims, encumbrances or overriding royalties or other burdens on-
the leasehold estate and the production therefrom caused or created by, through
or under Operator. Upon such assignment, Operator shall be relieved from all
obligations thereafter accruing, but not theretofore accrued, with respect to
the acreage assigned and *he operation of any well thereon, and it shall have
no further interest in said lease assigned and the ‘equipment and production
thereon and therefrom, Pubco shall pay to Operator the reasonable salvage value
" of the latter's interest in any wells and equipment on the assigned acreage,

. 1less the estimated cost of salvaging and the estimated cost of plugging and
abandoning. Failure of Pubco to respond to such notice from 0perator within

- the time specified shall be. conclusively deemed an election not'to take an
assignment of the interest to be surrendered by it. 1In the event Pubco either
'expressly or impliedly elects not to take an assignment of the 1nterest to be




surrendcered by Operator as aforesald, then {t shall be free to surrender the
fnterest in the leasc covering that portion of the Contract Acredge to be
surrehdercd as speceificd in its.original notice to-Pubceo,
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A, The terws and provisions of the attackedé Operaling AgreeuZit

. and all exhibits attached thereto as being a part of the OpordLing/‘ﬁicoman
shall become effcctive jmmediately upon the completion or abat/p‘ment of the
inftial Test Well provided for in this agrecuent in 011cumsL"1ées in which
Operator is entitled to retain an intcrest in the ContrdLL/ﬂ/lLﬁgQ, and shall
be effective as to all lands hereunder, working 1nt =5 and the production
therefrom to which Operator then or thercafter has . fﬁndivided interest, Said
Operating Agrecement is identified as Exhibit ”B" “Ateached hereto, and by this
reference made a part hereof,

Upon the effective date oi/; Operating Agreement as provided for
above, Operator shall become and//g {/ Operator of all of the leases and
lands described in Exhibit "C//y ch are jointly owned by the parties hereto;
such leases and lands bein:/} elnafter sometimes referxred to as the "Joint
Prenfses"”, or Unit Area Xcept as may be herein otherwise specifically pro-
vided, the cost and e /; JﬁEZ of retaining, developing and operating said Joint
Premises shall be/hp ne by the parties hereto in the proportions that they are
the owners of t Joint Premises, as set forth in the attached Operating Agree-
ment, .

B. As to any conflict between the terms and prov131ons of this agree-~

//,/and those of said Operating Agreement, the terms and provisions of this
L),op—nnnh...ehx] .--n:m-’nag_;, .

. .
12, Relationship of Parties

Notwithstanding the other terws of this agreement, and the at-
tached Operating Agreement, it is expressly understood and agreed that the
.relationship of the partles hereto is that of independent contractors, and
nothing in this agrecment contained, expressed or implied, or any operations
conducted hereunder shall create or be deemed to have created a joint venture,
mining partnership, association, agency, trusteeship, or other relationship
whereby any party hereto may be held liable for any lien -against the other -
party or for the acts, elther of omission or commission, of the other party
hereto.

. . ) FAmns e.éﬂr:;._.cﬁhmwfm:hbroy. Aeptrdbabinnsuamrsmmmmryremy

or acreage, contributed by aﬁyvgtiég”pjgxaﬂﬁirf'fesPect to the drilling of

‘any well on the Cont:relg:,_t..é«fw shall be owned by and become the property
of the pagEig, ’n:?eto, or their ass 1gns, in the same proportions as they
24 : Llfamuhichrthaanantnihniionnegwriad o

14. Consent to Assignment

Mmq- -~ wmﬁw%»&@ Pohommla. memw»};mh, L "ﬂ*‘g

immediately or remotely urider it shall have the right to aec4nzzGE‘E?§ﬁsfer

any right or obligation under this agreementv~ﬂ¢»any‘rlghts, title or inter-

ests acquired under the te£g§;9£$§ﬁf§;§éreement in and to the leases and

lands sgkj& tmhﬁ'ﬁeﬁﬁsggrany party without Pubco's written consent first had
:si:::Zzazzda "‘Any assignment made by Operator or anyone holding immediately or _ __—e==cc
remotely under {t follow1ng such consent by Pubco shall not be effective or KQ,—-*":::
valid until Pubco has been furnished with an executed copy thereof and Pubco =
has been furnished with an enforceable agreement whereunder ‘the party to whom

such rights are to bé assigned assumes, in whole or in part; the obligations

. of Operator under this agreement and any assignment of rights theretofore made
‘pertaxnino to the rights to be so assigned. 'A consent by Pubco with respect

to any assignment ot transfer shall not operate nor be construed as a waiver |
with'.respect to any other such subsequent assignment or transfer. Pubco agrees,

however, that such consent will not arbitrarily be withheld by it.




35, _Use of Name

-—

Operator heveby covenants and agrees it will not use the name
of Pubco, either direcetly or indirectly, for the purposce of odeinlng
financial assistance, or the prompting of any associaticn or enterpris
with others, as to any operations contemplated by this agreement,

16, _Concurrent Rights of Ingress and Egres SS.

A. The parties hereto, their successors and assigns, shall have
equal and ~oncurrent rights of ingress and egress on the Contract Acreage
for the purposc of exploring for, drilling for, mining, producing and

marketing the minerals under the oil and gas leases described in this agree-
ment, Further said parties shall own and hold equally any and all rights
granted by said oil and gas leases as incident to and for the purpose of
mining, exploring for, drilling for and producing the winerals owned by them
in their respective depths (if there be any severance of ownership by depths
In this agreement), including the right to lay and maintain pipelines, water
lines, dig pits, ercct structures and to do and perform any and all other
things incident to the rights and interests of the parties hereto as other-
wise provided herein. The aforesaid rights shall be exercised in such wmanner
as not to interfere unduly with the similar rights of the other party hereto,

B. Upon notice from Operator as to its intent to commence any
well on the Contract Acreage, togetncr with its designation of the pro-

- posed location, Pubco agrees to provide Cperator with its designation of
operator, in such form as deemed necessary or required by law, prior to
commencement of said well, so as to permit Operator entry on the approprlate
leased lands for the purpose of drllling said well,

“17. Drilling Within One Mile

If prior to the commencement of any Test Well provided for in
this Agreement, another well is commenced at a location within one (1) mile
of the location for any such Test Well, then in that event, Operator agrees
to commence actual drilling operations on the well next requlred to be drilled
hereunder within fifteen (15) days from the date such other well was com-
menced, Upon default of this requirement, the rights and privileges of Op-
erator under the terms and provisions of this Agreement may be terminated and
be of no further force and effect, at the option of Pubco.

18, Term
- Subject to the other terms of this agreement, the same shall
remain 1n force for the life of the oil and gas leases covering the Joint
Premises and any extetisions or renewals thereof, whother by production or
. otherwise, unless sooner terminated by mutual agreement in writing by the
partics hereto, -

19, Headings for Convenience

Thc article headings used in this agreement are lnserted for
convenience only and shall be disregarded in construing this agreement,

20, Notices o .

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

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

'll?h-ﬁ.t'a.»x_.“— :::

?ubco Petroleum Corporat#on
910 Dénver Centeﬁ;aéfigzgg
1776 Lincoln,—"get

enver, orado 80203
TeloeﬁéﬁET

)/,4503) 623- 8767(0Ef1ce) .
__iJLaiuaudaa&s&a

8-

[,




(2) Jim Johmson i
Pubco Pclrolcun Corporation
P, 0. Box 8069
- Albuquerque, New Mexico 87103

Telephone:

- (505) 842-1940 (Office)
(505) 299-6029 (Residence)

B, Notices to Operator should be sent to the address specified
fn the pre-attached letter,

The originating notice to be given under any provision hercof
‘shall be decemed given when received by the party to whom such notice is
directed, and the time for such party to give any response thereto shall
run from the date the originating notice is received. The second or any
subsequent responsive notice shall be deemed given when deposited in the
United States Post Office or with Western Union Telegraph Company, or upon
Telex confirmation of veceipt, with postage or charges prepaid.

21, Successors and Assigns

All of the terms and conditions of this agrecment and the
exhibits attached hereto shall be construed as, and shall constitute,
‘covenants yunning with the lands and leaschold estates covered hereby

and described in Exhibit "B hercof, and shall be binding upon and fnure
to the benefit of the parties hereto and their respective heirs, successors
and assigns, '

22, Consideration and Brokerage ' -

The parties hereto severally covenant and agree that they have
hot incurred any obligation or liability, contingent or otherwise, for
any broker's or finder's fees with respect to the subject matter of this
. agreement and that the entire consideration therefor is provided for herein.

23, Definitions =£’¥““*”!5

Test Well: The terms and conditions of this exhibit shall apply

- to all wells required to be drilled on the Contract Acreage by the pre- -attached

agreement, As used herein, the texm Test Well shall also mean Optional Well,
i or Optional Wells, wherever so required to conform with the requirements of
- such pre-attached agreement.'_' et

Partx As used herein, shall mean the party or parties who
executed the pre-attached agreement. ,

. Contract Acreage:; As used herein, shall mean the'leases or the
acreage, or both, as described in Exhibit B__.  hereto, as the context of
the proviSLOn requires, : ’

. Completed as being cagable of producing oil and/or gas in Payiang
Quantities: as used herein, shall mean the running of pipe and installation
‘of well kead equipment adequate to place the well on production if flow lines

.. were in place; 7/8ths of such production being in ‘amounts estimated. by the

parties hereto to be of sufficient value so that a profit can be realized
after deducting expenses of operation (calculated to conform to thé attached
* accounting procedure), and severence or production taxes. 5

Pre‘Attached Agreement: means the letter to which’this exhibit'
1is attached ‘ 4 : M : ; .
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Exuabopn s

Schedule of Jecases

Attached to i made a part of that cevtain Agrees
ment dated Noveuber 5, 1971, betwcen Pubeco Petvoleum
Corporation, as owner, and Spencer and [utson, as
Operator, :

The Agreement to which this schedule is attached pertains to and includes
the following described oil and gas leases insofar and only insofar as they concern
and cover the tracts and subdivisions of laund described thereafter and as applicable
to the specified alternative by reason of gxisting spacing rules, orders or regula-
tions, (alsc called the Contract Acreage hereiﬁ?, situated in Lea County, New Mexico,

to-wit:
A. As to the Test Well:

(415)- Lease datéd August 27, 1969 from Elbert B, Shipp, et al as
léssors, to Pubco Petroleum Corporation as lessee, recorded in
Book 266, Page 772 of the records of Lea Cointy

insofar and insofar only as one of the following
described tracts sltuated in T=17§8, R~37E, MMPM
18 concerned:

IF _ON 80 ac, Spacing IF ON 160 ac. Spacing IF _ON 320 ac, Spacing
Sec, 11 EkSWk Sec, 11: Swk Sec, 11: Wk

B, As to the Option Wells:

" (415) Lease dated August 27, 1969 from Elbert B. Sﬁipp, et al as
lessors, being the same lease No, 415 described above

insofar and insofar only as one of the following
described tracts situated in T-17S, R-37E, NMPM

is concerned:

IF ON 80 ac, Spacing IF ON 160 ac. Spacing IF ON 320 ac, Spacing
Sec. 11: ELSEY, WANEY%, Sec. 11: NE% Sec, 10: 8, 30 ac. of
TWhkNWY - Sec, 10: NE%, S. 30 whswk
Sec, 10: WANEX, E. 60 ac. of Wiswk Sec, 15: E. 50 ac, of
ac, of SEk, Sec., 15: E. 50 ac. of NLINEX
. NANEX
Sec, 15: W, 10 ac. of
E, 50 ac., of
NANEY /

§450) Lease dated January 27, 1971 from Philip Shaw, et al as
-lessors, to Pubco Petroleum Corporation as lessee, recorded in
Book 268, Page 911 of the records of Lea County

MC=294
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“dnsofax and insofar only as on¢ of the following described
tracts situated in 1-178, R-37E, NMPM is concerned:

IF ON 80 ac’, Spacing IF ON 160 ac, Spacing IF ON 320 ac, Spacing

Sec, l4: WiNwk ‘ ~ Sec, 1%: W. 30 ac, of Sec, 15: W. 30 ac, of
Sec., 15: W. 30 ac., of NSNEL, SLNEY NLNEY, ShNEY

i o NLNEL, SWLINEX

£{432~A) Lease dated September 13, 1969 from Marie Jane DeVoss, et al
as lessors, to Pubco Petroleum Corporation as lessee, recorded in
~Book 266, Page 782 of the recovds of Lea County; and

(432-B) Lease dated September 9, 1969 from H. Dillard Schenct, ef ux
as lessors, to Pubco Petroleum Corporation as lessce, recorded in
Book 266, Page 784 of the records of Lea County; and

(432-C) Lease dated September 13, 1969 from Fern Cone as lessors,
to Pubco Petroleum Corporation as lessee, recorded in Book 266,
Page 786 of the records of Lea County; and

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

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

(432~F) Lease date¢d December 12,‘1969 from Minerva I.. Waldron as
lessor, to Pubco Petroleum Corporation as lessee, recorded in Book
268, Page 273 of the records of Lea County; and

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

" (432-H) Lease dated April 27, 1970 from Virginia Nickson Beers as
lessor, to Pubco Petroleum Corporation as lessee, recorded in
"Book 269, Page 489 of the records of Lea County; and

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

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

"(432-K) Lease dated June 29, 1970 from Ashland 0il Corporation, Inc.
as lessor, to Pubco Petroleum Corporation as lessee, recorded in
Book 270, Page 11 of the records of Lea County

insofar z:d insofar only as some or all may apply to
and concern one of the following described tracts
situated in T-17S, R-37E, NMPM:

IF ON 80 ac. Spacing ~  IF ON 160 ac, Spacing IF ON 320 ac. Spacing
Sec. 13: WiNW Sec. 14: NE% Sec, l4: NEX
Sec. 14: WLNE% .




(403) Lease dated June 17, 1969 from State of New Mexico as
lessor, to Pubco Petroleum Corporation as lessee, recorded in
Book 264, Page 8/9 of the records of Lea County

fnsofar and insofar only as one of the following
described tracts situated in T~16S, R- 375, WPM
is concerned:

IF ON 80 ac, Spacing IF ON 160 ac, Spacing IF ON 320 ac. Spacing
Sec, 36: WENWY, WANEY, Sec, 36: NEY%, SWk Sec, 36: Wk
ELSWY ,

(449) 1Lease dated March 9, 1970 from Dorothy M, Bunders, et vir
- as lessors, to Pubco Petroleum Corporation as lessee, recorded in
Book 268, Pagc 909 of the records of Lea County

insofar and insofar only as one of the foilowing
described tracts situated in T-17S, R~37E, NMPM
is concerned:

IF ON 80 ac, Spacing IF ON 160 ac. Spacing " IF 6N 320 ac, Spacing
Sec, 12: WLINWYL, WANEL Sec, 12: NEY% Sec, 12: NWk% .

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

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

(452-C) Lease dated March 12, 1970 from Laura Kaempf as 1es$or,.
to Pubco Petroleum Corp. as lessee, recorded in Book 268, Page 917
of the records of Lea County; and

" (452-E) Lease dated March 12, 1970 from Neicia Mounsey as lessor,
_to Pubco Petroleum Corp. as lessee, recorded in Book 269, Page 15
of the records of Lea County; and

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

(452-G) Lease dated April 8, 1970 from James R, Haynes GDN as
lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 27§ of the records of Lea County; and

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

(452~1) Lease dated May &4, 1970 from Thomas L. Sampson, et al as
lessors, to Pubco Petroleum Corporation as lessee, rec¢orded fn Book
269, Page 180 of the records of Lea County; and

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

(452-K) Lease dated March 9, 1970 ‘from Harrison Levy et ux as lessors
to Pubco Petroleum Corp. as Iessee, recorded in Book 268, Page 924 of
-the .records of Lea County; and

(452-L) Lease dated Mar. 14, 1970 from Elizabeth R. Lamb, et vir as
lessors, to Pubco Petroleum Corp, as lessee, recorded in Book 268,
Page 926 of the rezords of Lea County; and




(452-M) Lease dated April 21, 1970 from John F. Stafford, et al as
lessors, to Pubco Petroleum Corp, as lessee, recorded in Book 269, Page
471 of the records of Lea County; and

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

(452-0) Lease dated April 18, 1970 from Thomas J, Stafford, et ux as
lessors, to Pubco Petroleum Corp, as lessee, recorded in Book 269,
Page 453 of the records of Lea County; and

(452~P) Lease dated April 18; 1970 from Elizabeth 8, Viseur as
lessors, to Pubco Petroleum Corp. as lessce, recorded in Book 269,
Page 451 of the records of Lea County; and

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

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

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

(452-T) Lease dated April 15, 1970 from Veva K. Nelson as lessor,
to Pubco Petroleum Corp. as lessee, recorded in Book 269, Page 477
of the records of Lea County; and

.

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

(452-v) Lease dated May 6, 1970 from First National Bank~Mi&Téhd a§
lessor, to Pubco Petroleum Corp, as lessee, recorded in Book 269,
Page 473 of the records of Lea County; and

. (452-W) Lease dated May 28, 1970 from Mildred M, Lindsey as lessor,
to Pubco Petroleum Corp. as lessee, recorded in Book 269, Page 469 of
the records of Lea County; and

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

(452-Y) Lease dated Jﬁhe 8, 1970 from Daisey D, Blankenship as
lessor, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 535 of the records of Lea County; and

(452-2) Llease dated June 9, 1970 from Elmer H. Wahl, et ux as
lessors, to Pubco Petroleum Corp. as lessee, recorded in Book 269,
Page 537 of the records of Lea County

insofar and insbfar only as some or all may apply to
End concern one of the following described tracts of
land situated in T-17S, R-37E, NMPM:

IF ON 80 ac, Spacing IF ON 160 ac,. Spacing IF ON 320 ac. Spacing

‘Sec. 1: WiNW%, WhNEL, Sec, 1: NE%, SWwy © Sec, l: E%

EXSWY%, ELSE% Sec, 12:‘ swy Sec. - 12: sSW%
8ec, 12: EYSW)%, ELSEY :




(452-D} liease dated March 12, 1970 from Anemone S. Baker, ct viv
as lessors, to Pubco Petroleum Corporation as lessce, recorded in
Book 268, Page 918 of the records-of Lea County

insofar and insofar only as one of the following

described tracts of land situated in T~17S, R~37E,
NMPM is concerned:

IF _ON 80 ac. Spacing * IF _ON 160 ac. Spacing IF ON 320 ac., Spacing
Sec. 12: E4Swk, EY%SEY Sec, 12: Sh% Sec, 12: sSuk:

(433-A) Lease dated September 17, 1969 from Helen Moore Lanyi,
et vir as lessors, to Pubco Petroleum Corporation as lessee,
recorded in Book 267, Page 19 of the records of iLea County; and

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

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

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

*

fnsofar and insofar only &s one of the following
described tracts of land situated in T-~17S, R~37E,
NMPM {s’ concerned: '

-~

IF ON 80 ac. Spacing IF ON 160 or 320 ac. Spacing

-X-X-X~X~X—X~X-X~X-X-X~X-X-X-X¥X~X-X—X~X-X-X-X~X—X~X~X~X~X—X~X—X-X~X~X;X~X~

-

-0 ~ Sec, 10: NWLSWY, NENLSWLSWX
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EXHIBIT " ¢ | s

Attached to and made a part of Lhat certain agreewcut_dated Noveaber
9, 19/1 hutuccn Puhco Pc-Lroloum Corp. as omo;., and Q;x(-nu‘l

only. as th» pl icing of. mdt.c;,l...i.s‘.l.-.ﬁn.<1...9.<1u}.w.13_¢.l.1.t,. and. chmr.c.b...._f.or
OpcxaLiono are concerned,

ACCOUNTING PROCEDURE

(JOINT OPLERATIONS)

‘ 1. GENERAL PLROVISIONS
1. Definitions .
“Joint Property” shall mean thc rral and personat proper ty subject to the agreement to which this “Accounling Pro-
cedure” is attached,
“Joint Operations” shall mean all operations necessary or proper for the development, oper ahon, protection and
maintendnce of the Joint Property.
“Operator’ shall mean the party designated to conduct the Joint Operahons
“Non-Operators’” shall mean the nonoperating parties, whether one or more,
“Joint Account” shall mean the account showing the charges and credits aceruing because of the Joint Operations
"and which are to be shared by the Parties.
“Parties” shall mean Operator and Non-Operators,
“Material” shall mean personal property, equipment or supphes acquired or held for use on the Joint Property
"Contro]lab]e Material” shall mean material which at the time is so classified in the Material Classification Manual
as n “°t recently recommended by the Council of Petroleum Accountants Somehes of North America.

Confli ; with Agrecment : ,
In the event of a conflict: between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which this Accounting Procedure is attached, the provisions of the agreement shall control

Collectlive Action by Non-Operators .

Where an agrecment or other action of Non-Operators is expressly required under this Accountmg Prccedure

and if the agreement to which this Accounting Procedure is attached contains no tontrary provisions in regard

thereto, the agreement or action of a majority in interes! of the Non-Operators shall be controlling on all Non-

Operators.

Statements and Billings .

Operator shall bill \Ion Operators on or before the last day of each month for their proportionate sharc of costs and

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

and credits as set forth under Subpavagraph...........coe below: .

A, Statement in detail of all charges and credits to the Joint Account. :

B. Statement of all charges and credlts to the Joint Account, summarized by appropriate classxflcatlons indicative
of the nature thereof. - ’

C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications mdleafwe
of the nature thercof, except that items of Controllable Material and unusual charges and credits shall be detailed.

. Payment and Advances by Non-Operators ’

Each Non-Operator shall pay its proportion of all such bills within flfteen (15) days after recmpt thereof If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per
annum until paid. . v

. Adjustments : ' : .
Payment of any such bills shall not preJudxce the right of any Non- Operators to protest or question the correciness
" . thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
_ ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

Audils :

A Non-Operator, upon notlce in wrltmg to Operator and all other Non Operators shall have the mght to audit
- Operator’s accounts and records relating to the accounting hereunder for any calendar year within’ the twenty-four
{24) month period following the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of wrilten exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I. Where there are two or more Non-Operators, the Non- Operators shall make every reasonable
effort to conduct joint or simultaneous audits in a 1danner which will result in’a minimum of-inconvenience to
the Operator.

I. DIRECT CHARGES .
"Sut’ect to limitations hercinafter prescribed,; Operator shall chnr"e the Joint Account with the follomno' itemis:

Rentals and Royalties
- Delay or other rentals and royames when such rentals and royalhea are pald by Operator for the Joint Account
of the Parties,
Labor
A. Salaries and wa«ea of Operator’s eniployees dlrectl) engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.
B. Operator's cost of holiday, vacation, sickness and disability benefits and other’ customary allowavces pald to the
- employees whose salaries and wages are chargeable to the Joint Account under Paragraph “2A of this Section II
and Paragraph 1 of Section III; except that in the case of those employees only ‘a pro rata portion of whose
salaries and wages are chargeable to the Joint Account: under Paraszraph 1 of Section III, not more than the same
pro rata portion of the benelits and allowances herein provided. forshall be charged to thc Joint Account. Cost
under this Paragraph 2B may be charged on a “when and z:-5aid basis" or by “percentage assessment” on the
-amount of salaries and wages chargeable to the Joint Acceunt under Paragraph 2A of this Section II and Para-
graph 1 of Section III.  If percentage assessment is used, the rate shall bé based on the Operator’s cost experience.
C. Expendltures or contributions made pursuant to assessments imposed by governmcntal authority which are ap-~
. plicable to Operator’s labor cost of salaries and wages chargeable to the Jomt “Account under Paragraphs 24
and 2B of this Scction 1T and Paragraph -1 of SectionIIl
D. Reasonable personal expenses of those employees ‘whose salaries and 1 waﬂcs are chargeab!e to the Joint Account
under Paragraph 2A 0( thls Section I and for whlch expenses the emplo; ¢es are rexmburscd under Operator’s
usual practice. . .
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mpln_u‘( Denefits ]
Operator’s current-cost of estabushed plans for employees' group life insurdnce, hospitalization, pension, retice-
Aent, stock purchase, thrift, bonus, and other benefit plans of a like nalure, applicable to Operutor's labor cost; pro-
vndcd however, the total of such charges shall not exceed ten“percent (1092) of Operator’s labor costs clmunb‘c
1o the Joint Account under I“'mauaphs 2A and 2B of this Scction 1T and Paragraph 1 of Section 111

Material .

" Malerial puuhascd or funu\hcd by Operator for usc on the Joint Propeirty. So far as it is rcnsonabiy practi-

cal and consistent with efficient and cconomical operation, only suich Material shall be purchased fer oy transferved

to the Joint Property as may be required for umncdmtc use; and the accumulation of surplus stocks shall be avoided.

Transpertation

Transpoitalion of employces and Material necessary for tac Joint Operations butl <ubjed tc the following limitations:

A. If Material is moved to the Joint Property {rom the Operalor's warchouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance fromn the nearest reliable supply store or .
railway receiving point where like material is available, except by agreement with Nor<Operators. .

B. If surplus Material is moved lo Operator's warchouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest religble supply store or xalmay recetving
point, excepl by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
to other propertics belonging to Operator, except by agreement with Non-Operators.

-C. In the application of subpara"raphs A and B above, there shall be no cqualization of actual gross txuckmg cosis

of $100 or less, . o
Scrvices
A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Scction II and Paragraph 2 of Scction IIL .
B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Properly made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or
loss could have been avoided through the e\etcise of reasonab!c diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.

Legal Expense

All costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Propertys, including, but not limited to, attorneys’ fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (2) no charge shall be niade for the services of Operator's legal staff or other reg-
ularly employed personnel (such services being considered to be Administrative Overhead under Section III), ex-

--cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside at-

torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

Taxes X
Al taxes of every kind and nalure assessed or levied upon or in connection with the Joint Property, the operatxon
thereof, or the preduction therefrom, and which taxes have been paid by the Operator for the benefit of the Parties.
Insurance Premiums .
Premiums paid for insurance required to be calned pn the Joint Propelty for the protectlon of the Parties.

Other Expenditures

" Any other e\pendltme not covered or dealt with in the foregoing provisions of this Section II, or in Section III,

and which is incurred by the Operator for the necessary and proper conduct of the Joint Operahons
III. INDIRECT CHARGES

SE NN Operatm may cha1 ge the Joint Account for indirect costs either by use of an allocation of district expense items plus a
Fvo 0 fixed vate for administrative overhead, and plus the warchousing charges, all as provided for in Paragraphs 1, 2, and 3 of
this Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of thls Section

as indicated next below:

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER TIIE TERMS OF:
{] Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overhead plus
warehousing. ) .
Paragraph 4. (Combined fixed rate)
District Expense ’
Orperator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Operators
.production supenntendent and other employees serving the Joint Property and other properties of the Operator in

--the same operating area, whose time is not allocated directly to the properties, and a pro rata portlon of the cost of

maintaining and operating a production office known as OPerator’s et e e e s seeea e es e aen
office located al O NeAT e e e (or a camparable office'if location changed), and neces-
sary sub-offices (if any), maintained for the convenience of the above-described omce and all necessary camps,
including housing facilities for empldyees if requirved. used in connection with the operations of the Joint Property
and other plopcmeb in the same operating area. ‘The expense of, less any revenue f\om, such facilities may, at the
option of Operator, include dépreciation of investmeént or a fair monthly rental in lieu of depreciation. Such
charges shall be apportioned to all properties seyved on some equitable basis conslstent with Operator’s accounting
‘practice,

\dmnnstmh\c O\thcnd :

Operator: shall charge administrative ov erhead to the Jomt Account at the fo]lowmg rates which charge sha]l be in
‘lieu of the cost and expense of all offices of the Operator not covered by ParaOraph 1 of this Section TII, mcludng
salarics, wages and expenses of pu\onncl assigned to such offices. Such charges shall be in addition to the salaries,’
wages and expenses of employees of Opelator authorized to be charged as duect char gés as provided in Paragraphs -
2 and 8 of Scction 1L ‘

“WELL BASIS (RATE PER’WELL PER Mo.\"rn)
PRODUCING WELL RATE

DR":LING WELL RATE % . {Use Cursent Producing Dipth) .
] {Use Tota!l Dcpth) ) Al Wells
Well Depth . fech Wil N First Five Next Five Over Ten

'I'I’e co~f and oxpomc of services tnom outside sources in conncctuon w 1th matters of tantion trattic. accounting, or .
'm‘oxs Loroxc or involying gover nmental agencies shall be cnnsldcxcd as included in the ovmhcad ratcs provided for in




3. Operator’s Tufly Owned Warclu Operaling and Maintenance Expense
(Deseribe fully the agreed procedure to be folluveed by the Operidor,)

.........................................................................................................................................................................................................

.............................................................................................................................................................................................................

4. Combined ¥ |\ull ates : .
Operator shall'charge the Joint Account for the seivices covered b) Paragraph 1, 2 and 3 of this Scction I, the
following fixed per well rotes: :

\\’l L1, b \Slb (lu\’l]) PEL WE l 1. PER MO\"]H)

PF’OOUCIHG VIELL RAYE
DRILLING Y/ILL RATE (Use Lurrent froducing Depth)

(Use Tote! Dipth) 1 TTTTAN weells -
.. Well Depth . Each Ve Wcll First ch Hext Five — Over Yen
ALl Depths.._.._ "'“'"'56'6'6"6'5'"::::' §105,00 T TTTUTEG5060 T CTUTT885,00

Sald fnxed ratc (sh'ﬂl) fshietxevoty include salanca aud expenses of productnon foremen,

-
-

5. Application of Adininistrative Overhead or Combined Fixed Rates

The following limitations, instructions and char ges shall apply in the application of the per well rates as provided

under either Paxa"r:ph 2 or Paragraph 4 of this Scction IIf:

A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the dnllmd or
completion rig is released whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows: ‘

(1) Producing gas weils, injection wells for recovery operations, water supply wells utilized for water floodmd
operations and salt water disposal wells shall be considered the same as producing wells,

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

R well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made

: at the producing well rates.

" (3) Wells being plugged back, drilled decper, converted to a source <ir input wcll or whxch are undergomd any
type of workover that requires the use of a drilling or workover rig shall be consxdel ed the same as drilling
wells.

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

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

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-

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

this Accounting Procedure is attached, irrespective of individual leases.

D. The well rates shall be adjusted on the flrat day of April of each year following the effective date of the agrée-
ment to which this Accounting Procedure, is attached. The ad;usfment shall be computed by multiplying the
rate curreritly in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as siiown by
“The Index of Average Weckly Earnings of Crude Petroleum and Gas Production Workers” as published by the
United States Department of Labor, Bureau of Labor Statistics. The adjusted rate> shall be the rates currently
in use, plus or minus the computed adjustment.

G—-anvthn-eenshvehorm&eempressorvp}an%owm tew~station sesocendRIy-TecoveNi-oy5be m&,—salt»\»a%er—é isposal-faqilie.
ties, and other such’ ‘projects, as distinguished from the more usual drilling and producmg tp,g.mt.on's,"oderator

Section III, shall charge the Joint Account with an additional overhead-ehaTsé as follows:

A. Total cost less than $25,000, no charge.

B. Total cost more than $25,000 but legs.thar ,000, % of total cost.

C. Total cost of 310’9}9‘[19,99-'}11 e, % of the first $100,000 plus % of all over $100,000 of total cost

Total cost.shatif@an the total gross cost of any one project. For the purpose of this Paragraph the component parts

msl&p.o;ect»shau.net-b@épea‘ed-wepma{ob'aand»—therm&two!ndpﬂ Hmgavellscchatbbeororcoltttted wemuecnrne s

7. The specific rates prov1ded for in this Section III may be'amended from time to time by mutual agreement between

the Partxes hereto if, in practice, the rates are found to be insufficient or excessive.

1IV. BASIS OF CHARGES TO JOINT ACCOUNT
Subject to the further provnsmns of this Section 1V, Operator will procure all Material and services for the Joint Prop—
erty. At the Operator’s option, Non-Operator may supply Material or services for the Joint Property.
1. Purchases .
Matenal purchased and service procured shall be charcfed at the price paid by Operator after deduction of all dis-
counts actually received,

2. Material furnished from Operator's Warchouse or ‘Other Propertics )
‘A. New Material (Condition “A”) the most economical base available Lo the operating

Cimprding arhorrdatingme) on a minimum carload basis effective at date of movement and f. 0. b,
railway receiving point neare;t the ‘Joint Property, regardless of quantity. In equalized hauling charges,
Opecator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furmshed from
his stocks in lieti of loadmcr and unloading costs sustained. -

- (2) Other Material shall be priced at the current replacement cost of the same kind of '\Iaterml eifective at date
of movement and f. ‘o. b. the supply store or railway recelvm pomt nearest the Joint Property v‘here
Matéerial .of the same kind is available.

graph 2 of Section' 1V,
- B. Used Materlal ‘(Condition “B” and “C") ~
(1) Material“in sound and serviceable condmon and suitable for reuse without reconditioning, shall be classified

as Condition “B"” and priced at seventy-five per cent (755 ) of the curvent price of new Material,
(2) ‘KMaterial which cannot be classified "as Condition “B” but which,
(Condition “B"),.or.
ed as Condition “C" and priced at fifty per ceat (50¢¢) of cucrent new price.

’\Iatcnal no longer suntable for its original purpoze but usable for

at a value commensurate with its use:

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

in addition to the Administrative Overhead or Combined Fixed Rates provxded gqr..xr-e'i"—a‘i'a‘araph 2 and 4 of this

(a) After reconditioning will be further serviceable for ongma! function as good secondhand Materm!_f;;
7 (b) Is serviceable for orlgma! funchon but aubstantlally not suitable for rccondltxomng. shan be claqsit:- :

(3) Obsolete Material or Material which cannot be classified as Coridition “B” or Condition “C" shall be prlccd '

area

(1) Tubular goods two inch {2”) dnd over; shall be priced o/ T2 ’~~"L“*‘f*‘**"*’ﬂ"‘*m”vm‘“‘w“‘wﬂ .

“(3) The Joint Account shall not be credited with cash discounts apphcable to prices prov1ded for in this Para-




|
} purpose.
(1) Material invelving crection cosls shall be dmn,cd al applicable poreentage of the cuncnl knacked- d(w.n
L price of new Material, . :
? 3. P'remivin Prices _
‘ Whenever Mateyial is not readily oblainuble at prices specified fir Paragraphs 1 and 2 of this Scctlion 1V because of
‘ national emergencies, strikes or other unusual causes over which the Operator has no control, the Operalor may
charge the Joint Account for the required Malerial at the Operatlor's actual cost incurred in procuring such Material,
In making it suitable for use, and in moving it to the Joint Preperly, provided, that notice in writing is
furnished to Non-Opcralors of the proposed charge ptior to billing” Non-Operators for such Material. Each Non-
Opcerator shall have lhelibht by so clecting and notifying Operator within 10 days after receiving nofice from
~ Operator, to furnish in kir.d all or part of his share of such Material suitable for use and acccptablc to Operator,
4. Warranly of Material Purnished by Operator
Operator does not warrant the Material furnished. In case of defective Mator:a] credit shall not be passed to the
Joint Account until adjustiment has been received by Operator from the manufacturers or their agents.
5. Equipment and Iacilitics Furnished by Operator
A. Operator shall charge the Joint Account for use of equipment and facilitics at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interest on investment not to exceed six per cent (69 ) per annum, provided
such rates shall not exceed those currently prevailing in the immediale area within which the Joint Property is
located. Rates for automotive cquipment shall generally be in line with the schedule of rates adopted by the
Petroleum NMotor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Properly operations. Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages
| and expenscs of operator,
[ B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge.
}‘ , C. Rates shall be revised and adjusted from time to time when found to be either exccsuve or inzufficient.

V. DISPOSAL OF MATERIAL

The Operator may purchas?, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject

and scrap Material-either by transfer or sale from the Joint Property.

1. Material Purchased by the Operator ot Non-Operators .
Material purchascd by either the Operator or Non-Operators shall be crcdlted by the Operator to the Joint Account
for the month in which the \Iatcnal is removed by the purchaser,

2. Division in Kind
Division of Material in kind, if made between Operator and Non- Operators shall be in proportion to the respectwe
interests in such Material. The Parties will thereupon be charged mdlvxdua]Ij with the value of the Material re-
ceived or recexvablc Proper credits shall be made by the Operator in the monthly statement of operations.

‘3. Sales to Qutsiders
Sales to outsiders of Material from the Jomt Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator, . ;

VI. BASIS OF PRICING MATERIAL TRANSI' ERRED FROM JOINT ACCOUNT
_ Material purchased by cither Operatsr or Non-Operators or divided in kind, unless otherwise agreed to bet\vccn
Operator and. Non-Operators shall be priced on the follo“mrr ImS|s-

1. New Pricc Defined :
New price as used in this Section VI shall be the price spccmed for New Material in Section IV.

2. New Material

New Material (Condmon “A’), bemg new Material procured for the Joint Property but never used, at one hundred
. per cent (100%) of current new price (plus sales tax if any). - .
.- 8. Good Used Material

- - Good used Material (Condition “B"), being used Mater1a1 in sound and serviccable condition, suitable for reuse

without reconditioning:

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

B. Atsixty-five per cent (655 ) of current new price if Material was originally charged to the Jomt Account as

secondhand at seventy-five percent (75%%) of new price.

4. Other Used Material

Used Material {Condition “C"), at fifty per cent {50¢5) of current new price, being used Matenal which:

A. Is not in sound and serviceable condition but su:table for reuse after reconditioning, or
: B. Is serviceable for original function but not suitable for reconditioning.

§. Bad-Order Material o

‘\Iatenal {Condition “D"), no longer suitable for its original  purpose without excessive repair cost ‘but usable for
some other purpose at a price comparable with that of items normally used for such other purpose,
Junk Material
~Junk Material (Condition “E"J, being obsolete and scrap Material, at prevailing prices.
Temporarily Used Material ‘
‘When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
- provided for in Paragraph 3 B of this Section VI, such Material shall be priced on a basis that will leave a net charge
" to the Joint Account consistent with the value of the service rendered.

: ‘ VIL INVENTORIES |
‘Operator shall maintain detailed records of Materlal generally com.dercd controllable by the Tndustry.

. Periodic Imcntorlcs, Notice anil chrcscnntlon
At reasonable ‘intervals, inventories shall be taken by Operatr of the Joint Account Material, which shall include
all-such Maternl as'is ordmanly consxdered controllable Written notlce of mtentlon to take mvantory shall be

4Operators to accept the mventory taknn by OpcratOr who shall in that event furmsh Non- Operators with a copy
“thereof.

. “Reconciliation and Adjustment ‘of Inventorics
concllmhon of invenlory with charges to the Joint Account shiill be made, and a hst ‘of overagcs and shortages
l be Jomtly dctolmmcd by Operalor and Non Opcrators Inventory adjustments shall be made by Operator

‘» s

ho duty of ihe party solImg to notxry alt other Parties as- qmck]y as pomb!c after the transfer of mterest takcs
“place.” In such ‘cn<es, both tho sceller and the purchaser shall be governed by such mvcntory

DY IR éomc other purpose, sha'” e priced on a basis comparable with that f items normially used for sUch othur

to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk |
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Knowles West Prospect
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TEXAS INTERNATIONAL PETROLEUM CORPORATION

1720 WILCO BUILDING
MIDLAND, TEXAS 79701
PHONE 915-682-3741

June 23, 1972

5y EEE}}Z"(
JUN 2 197,

ol P
t CONSERDZ;’B;\T
sﬂnfa Fo CO:MM

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

Santa Fe, New-Mexico 87501 “ |
Re: CasDocket No. 14-72, Application of Harding 0il

wfor Special Field Rules Including 80 Acre Spacing
and Proration Units

Gentlemen:

~This letter is to advise that Texas International Petroleum
Corporation (as owner of oil and gas leases located-in the
SE/4 of Section 3 and the SW/4 of Section 12, T-17-S, R-37-E,
Lea County, New Mexico, which are expected to be in the develo-
ment area of the Harding 0i1 Company discovery and applicaticn)
appr and supports said application of Harding 0i1 Company
for special fieTd rules with 80 acre spacing and proration
units.

Respectfully submitted,

Robert 0. Burkett
Division Manager

mab

cc: HKarding 0i1 Company
Hinkle, Bondurant, Cox & Eaton
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. GOVERNOR
’ PBRUCE XING
O11. CONSERVATION COMMISSION CHAIRMAN

STATE OF NEW MEXICO © LAND COMMISSIONER -

. ALEXJ. ARMIJO
P. 0. BOX 1980 - HOBBS ’ MEMBER
June by 1972 '

[l el ‘-uff?TATEGEOLOUSf
| U7 UKL PORTER, IR,
ST ;ﬁECRETARY~IMRICTOR

' o o
Yy

L
R

i

P4

4

Mr. D. S. Nutter, Chief Engineer ’ -
New Mexico 0il Conservation Commission
Post Office Box 2083

Santa Pe, New Mexico 004). >
;' Dear Dan: ‘{ -
- In reference to the recent completion and application of 5 ;;szi:;§/

Harding O0il Company fox a discovery allowable and new pool
for their Shipp No. 1, located in Section 11, Township 17
South, Range 37 tast, 1 found the following:

1. This well is completed in the Strawn formation
of the Penn.

2. [t is 2.9 miles from the nearest Strawn pro-
ducing well which is in the Last Lovington-
Strawn Pool.

3. The operator's tops are based on series tops
anid should be as follows: Top Wolfcamp at
9730', top Penn at 10,486', top Strawn at
11,409°'. '

4. Renu‘red application has been submitted and
is in good order.

5. 4 new pool has already been created for this
well called the Humble City-Strawn Pool.

I recomnend that a discovery allowable be given this well.

Yours very truly,

O1L CONSERVATION BOMMISSION

o/

John W, Runyan
Geologist, District I

JWR: fd




GOVERNOR

» - BRUCE KING
O1L CONSERVATION COMMISSION ‘CHATRMAN
STATE OF NEW MEXICO © LAND CONMISSIONER
P. 0. BOX 2088 - SANTA FE ALEX ). ARMIIO
o MEMBER
87301
: STATE GEOLOGIST
A. L. PGRTER, JR,
July 24, 1973 SECRETARY - DIRECTOR
Res Case No. 4749

Mr. Clarence Hinkle Ordex RNo. R-4338-A

Hinkle, Bundurant, Cox & Eaton Applicant:
Attorneys at Law '
Post Office Box 10 0cC

Roswell, New Mexico 88201
DOCKET MAILED
i YL
- ',,2 - 1Y A
Dear Sir: Daotts N/ // 4y

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

Very truly yours .

'% A ART 2

L. PORTER, Jr.
Secretary-Dlrector_ yoie

ALP/ir
Copy of order also sent to:

Hdobbs 0OCC X
Artesia 0OCC ‘

Aztec 0OCC | . ‘

Other




GOVERNOR

' : BRUCE KING
[ Qi1 CONSERVATION COMMISHION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER
! : . ALEX J. ARMIO -
I P. 0. BOX 2088 - SANTA FE | | MEMBER
8750}
STATE GEOLOGIST
f : A.L.PORTER, JR.
; July 17, 1972 SECRETARY - DIRECTC
Re: Case No. 4749
Mr., James E.Sperling
Modrall, Sperling, Roehl, Harris order No. _  R-4338..
& Sisk Applicant:
Attorxneys at Law
Post Office Box 2168 Harding 0i) Company

Albuquerque, New Mexico 87103

|
2
. DOCKET AL pOCKE!

H - > &
; Dear Sf’tﬂ@."é.,..%&ﬁ &fﬁaggﬂwﬂwﬂ' =

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

Very truly yours,

G AR

A. L. PORTER, Jr. .
Secretary~Director +7°

ALP/ir
copy of order also sent .to:

‘Hobbs OCC X
Artesgia OCC

Aztec OCC pncKET!éA“FQ
§25773

=
-

Wi

Other Mr. Clarence Hinkle, Mr. Sumner Buell




S bl d o LM e oY FIO

. R. TRUNLLO

()IL CONSERVATION COMMISSION CHAIRMAN
" LAND COMMISSIONER  _
STATE OF NEW MEXICO ~ ALEX ). ARMUJO
P. 0. BOX 2088 - SANTA FE WEMGER
87501 STATE GEOLOGIST
A. L. PORTER, JR.
October 22, 1974 : SECRETARY - DIRFCTOR
' Re: CASE NO. 4749
Mr, Paul Eaton R-4338-B
Hinkle, Bondurant, Cox & Eaton ORDER NO.
Attorneys at Law . .
Post Office Box 10 Applicant:

Roswell, New Mexico 88201 Harding 0il Company (occe)

Dear Sir:

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

Very truly yours,

. Z g/)xé@ of

A. L. PORTER, Jr.
Secretary-Director

ALP/ir
Copy of order also sent to:
Hobbs 0OCC .

Artesia OCC
Aztec OCC

Other




nockoet No. 14-72

DOCKET:  BARMTMER EARTNG - WEDHESDAY - JUNE 28, 1972

2 AM, - QIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING - SANTA IF'E, NEW MEXICO

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

CASE 4735: {(Continued and readvertised from the Juie 7th examiner
'''''''' hearing) ‘
Application of El Paso Natural Gas Company for capacity
production, 3ar Juan County, New {Mexico. Applicant, in
the above~styled .cause, seeks an cexception to Rules 14 (A),
15 (A), and 15 (B), of the General Rules and Reqgulations
for the prorated gas pools of Northwest New Mexico, to
produce six wells located in Sections 29, 30, 31, and 32
of Township 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 February 1, 1972.

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

CASE 4739: Application 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 sajd 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-
mingling, San Juan County, New Mexico. 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 Sectlon 3. Township 30 North, Range 12 West, San
Juan County, New Mex1co.

CASE 4741 : Application of Robert, Koch & Cartwright for compulscry
) pooling, Eddy County, New Mexico. Applicant, in the above-
styléd cause, seeks an order pooling all mineral interests
in the Morrow formation underlying the W/2 of Section 16,
Township 19 South, Range 25 Fast, Eddy County, New Mexico.




Prawiney Hearing - June 28, 1972 _ Dacket: No. 14-72

{Case 4741 continued)

"Said acreage to be dedicated to a well to be drilled

1980 feet from the North line and 660 feet from the West
line of said Section 16. Also to be considered will be

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

CASE 4728: {(Continued from the June 7, 1972, Fxamincr Hearing)
Application of Texaco Inc. for ,pcc1al pool rules, Lea Couwty,
New Mexico. 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.

~
.9

Application of Tenneco 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, Rance 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. Appligant alsc: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.

CASE 4743: 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.

CASE 4744: 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 Saction 8,
Township 19 South, Range 25 East, Eddy County, New Mexico.
Said acreage to be dedicated to applicant's Johnston "BE"
Well No. ] located 330 feet from the North and East lines
of said Section 8. Also to be considered will be the costs




Framiney Hearing - June 28. 1972 Dacket Ho. 14-72
..3._ .

(Case 4744 uonfjnued)

CHhLGE 47465

CASE_4746:

CASE 4747:

of dArilling said well, a chargye for the risk involved, a
provision for the allocation of actual operating costs,
and the establishment of charges for supervision of said well,

hpplication 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 Pcol, Eddy
County, New Mexico, as an associated oil and gas pocol.
Applicant further seeks the promulgation of special rules

for said assocliated 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 bharrel of oil, a gas-liquid
ratio limitation for o0il wells of 3,000 cubic feet of gas

per barrel of 0il, and 320-acre spacing units for gas welils.
Applicant further geeks authority to commingle on the surface
gas production from various wells pricr to metering and to
report said gas production on a lease basis. Applicant
further seeks authority to commingle on the surface all casinrg-
head gas prior to metering and to allocate said casinghead

-gas to the various wells on the kasis of gas-0il ratio tests.

Application of Mobil 0Oil Corporation for an unorthcodox well
location and amendment of Order No. R-2914, Lea County, New
tdexico. Applicant, in the above-styled cause, seeks authoxrty
to drill a producing well at an unorthodox location 1450 feet
from the North line and 70 feet from the West line of Section
19, Township 1B South, Range 34 East, in the E-K Queen Water-
flood Project Area authorized by Ordexr No. R-2914. Applicant
further seeks a procedure 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,

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

an order pooling all mineral 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

and the establishment of charges for supervision of said well.




Egaminer Hearinyg - June 28, 1972 bocket No. 14-72
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CASE 4750:

CASE 4751:

CASE 4752:

Application of Pubco Patroleum fforporation for special

pool rules, Lea County, New Mexico. Applicant, in the
above-~-styled cause, seeks the promulgation of special

pocl rules for the Humble City-~Strawn Pool, Lea County,

New Mexico, including provisions for 1606-acre proratior
units and wells to be located within 150 feet of the ~:nter
of any quarter-quarter section.

Application of Harding 0il Company for a discovery al! -wable
and gpecial pool rules, Lea County, New Mexico. Arpii-ant,
in the above-styled cause, seeks the promulgation of speciai
pool rules for the Humble City-Strawn Pool, Lea County. New
Mexico, including a provision for 80-acre prorxation units ;
and for the assignment of an o0il discovery allowable to its
E. D. Shipp Well No. 1 located in Unit K of Section 11,
Township 17 South, Range 37 East.

Application of Cities Service 0il Company for an unorthodox
location, Lea County, New dMexico. Applicant, in the apove-
styled cause, seeks authority to drill a producing well 1in 1its
Southeast Maljamar Grayburg-San Andres Unit Waterflood Prcject
Area at an unorthodox location 1155 feet from the South liine
and 1385 feet from the East line of Section 29, Township 1°
South, Range 33 East, Maljamar Pool, Lea County, New Mexico.
Applicant further seeks a procedure whereby additional injec-
tion and production wells within the project area at un-
orthodox locations may be approved administratively.

Application of Sun 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 East.

Application of Claude C. Kennedy for permission to flare
casinghead gas, McKinley, County, New Mexico. Applicant, in>
the above~styled cause, sceks 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 B8, Township 17 North,
Range 8 West, Lone Pine Dakota "D" Pool, McKinley County,
New Mexico. ‘




' 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 CONSIDERING: |

CASE NO. 4749
Order No. R-~4338~B

IN THE MATTER OF CASE NO. 4749 BEING
REOPENED PURSUANT TO THE PROVISIONS OF
 ORDER NO. R—4338-A, WHICH ORDER CONTINUED
SPECIAL RULXS FOR THE HUMBLE CITY~STRAWN
POOL, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION ;

BY THE COMMISSION:

: This cause came on for hearing at 9 a.m. on August 7, 1974,
‘at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

. NOW, on this 22nd day of October, 1974, the Commission,
: a quorum being present, having conasidered the testimony, the

. racord, and the recommendations of the Examiner, and being
fully advised in the premises,

i FINDS : i

5 (1) That due public notice having been given as required by
. law, the Commission has jurisdiction of this cause and the sub- f
- ject matter thereof. ;

(2) That by Nrder No. R-4338, dated July 17, 1972,

. temporary speacial rules and regulations were promulgated for
 the Humble City-~Strawn Pool, Lea County, New Mexico, including
- a provision for 80-acre proration units.

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

‘ (4) That pursuant to the provisions of Order No. R-4338-A,
. this case was reopened to allow the operators in the subject

" pool to appear and show cause why the Humble City-Strawn Pool

- should not be developed on 40~-acre spacing units. |

{5) That the evidence establishes that one well in the . i
| Himble City-Strawn Pool can efficiently and economically drain i

i, and develop 80 acres.




.4.2_.
case No. 4749
Order No. R-4238-B

(6) That the Spaecial Rules and Regulations promulgated by

- Ordar No. R-4338 and Order No. R~4338-A have afforded and will

[N
it

afford to the owner of each property in the pool the opportunity
to produce his just and equitable share of the oil and gas in

the pool.

(7) That in order to prevent the economic loas caused by

_ the drilling of unnecessary wells, to avoid the augmentation of

risk arising from the drilling of an excessive number of wells,

" to prevent reduced recovery which might result from the drilling

of too few wells, and to otherwise prevent waste and protact

. correlative rights, the Special Rules and Regulations promulgated
. by Order No, R-4338 and Order No. R-4338-A should be continued
“ in full force and effect until further order of the Commission,

IT IS THEREFORE ORDERED:

(1) That the Special Rules and Regulations governing the

. Humble City-Strawn Pool, Lea County, New Mexico, promulgated ;

by Order No. R~4338 and Order No. R-4338-A, are hereby continued
in full force and effect until further order of the Commission.

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

sary.

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

STATE OF NEW MEXICO
OIL, CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

/’;\/ |

A. L. PORTER, Jr., M & Secretary E




4 BEFORE, THE OIL CONSERVZTION COMMISSION
| ’ OF THE STATE OF NEW MEXICO

|

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMNSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

| CASE NO. 4749
Order HNo. R-4338

NOMENCLATURE

APPLICATION OF HARDING OIL
COMPANY FOR A DISCOVERY

| ALLOWABLE AND SPECIAL POOL
iRULES, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

1
i
l
!

' BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 28, 1972,
at Santa Pe, HNew Maxico, before Examiner Elvis A. Utz.

HOW, on this 17th 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 Commigsion has jurisdiction of this cause and the sub-
ject matter thereof.

 {(2) That the applicant, Harding 0il1 Company, seeks the
promulgation of special rules and regulations for the Humble
Clty~Strawn Pool, Lea County, New Mexico, including a provision
for 80-acre proration units.

{3) That the applicant also seeks the assignment of an oil
discovery allowable in the amount of approximately 57,100 barrels

to the discovery well for said pool.,

(4) That the evidence presently availlable indicates that
the Harding 0il Company E. D. Shipp Well No. 1, located in Unit
K of Section 11, Township 17 South, Range 37 East, NMPM, Lea
County, New Mexico, discovered a separate common source of supply
which has been designated the Humble City-Strawn Pocl; that the
vertical limits of said pool have been defined as the Strawn
formation, and that the horizontal limits of said pool have -

+ previously been defined as the SW/4 of sald Section ll.

i
1l




e

HCA" no. 4749
TOrder No. R-4338
J

| (3) 7That the discovery well for the aforesaid pool, E. D.
HShiipp Well Yo. 1, located in Unit K of Section 11, Township 17
'South, Range 37 Last, N!NPM, Lea County, New Mexico, is entitled
- to and should receive a bonus discovery oil allowable in the
amount of 57,100 barrels, based upon the top of the:perforaticns
in said well at 11,420 feet, to be assigned over a two-year
period.

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

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

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

(9} That this case should be reopened at an examiner
hearing in June, 1973, at which time the operators in the subject
peol should be prepared to appear and show cause why the Humble
City~-Strawn Pool should not be developed on other than 40-acre

spacing units.

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

IT IS THEREFORE ORDERED:

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

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

(2) That the Harding 0il Company E. D. Shipp Well No. 1
located in Unit X of Section 11, Township 17 South, Range 37
' East, Humble City~Strawn Pool, Lea County, New Mexico, is hereby
Iauthorized an oil discovery allowable of 57,100 barrels. to be
'assigned to saild well at the rate of 79 barrels per day in
- accordance with Rule 509 of the Commission Rules and Regulations.

{




! Humble City~Strawn Pool, Lea County, New Mexico, are hereby N
promulgated as follows: '

' in the unit.

ézously drilled to another horizon. All operators offsetting the
" registered or certifiéd mail, and the application shall state
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(3) That temporary Speclal Rules and Regulations for the

SPECIAL RULES AND REGULATIONS f
FOR THE
HUMBLE CITY-STRAWN POOL

RULE 1. Each well completed or recompleted in the Humble
City-8trawn Pool or in the Strawn formation within one mile
thareof, and not nearer to or within the limits of another
designated Strawn oil pool, shall be spaced, drilled, operatcd,
and produced in accordance with the Special Rules and Regulations

hereinafter set forth.

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

RULE 3. The Secretary-Director of the Commission wmay grant
an exception to the requirements of Rule 2 without notice and

hearing when an application has been filed for a non-standard
unit comprising a governmental quarter-quarter section or lot, or
the unorthodox size or shape of the tract is due to a variation
in the legal subdivision of the United States Public Land Surveys.
All operators offsetting the proposed non-standard unit shall be
notified of the application by registered or certified mail, and
the application shall state that such notice has been furnished.
The Secretary-Director may approve the application upon receipt
of written waivers from all offset operators or if no offset
operator has entered an objection to the formation of the non-
standard unit within 30 days after the Secretary-birector has

received the application.

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

RIILE S. Tha Seacratarv-=Director may. grant an gxceptign to

= &

|
ths requIrements of Rule 4 without notice and hearing when an !
application has been filed for an unorthodox location necessitateq

i

by topographical conditions or the recompletion of a well previ-
proposed location shall be notified of the application by

that 'such notice has been furnished. The Secretary-Director may
approve the application upon receipt of written waivers from all
operators offsetting the proposed location or if no objection to
the unorthodox location has been entered within 20 days after
the Secretary-Director has received the application.
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‘ RULE 6. A standard pxoration unit (79 through 81 acres)
shall be assigned an 80-acre proportional factor of 6.67 for
allowable purposes, and in the event there is more than one well
on an 80-acre proration unit, the operator may produce the allow-
able assigned to the unit from the wells on the unit in any
proportion.

% The allowable assigned to a non-standard proration
i unit shall bear the same ratio to a sgstandard allowable as the
" acreage in such non~standard unit bears to 80 acres.

IT IS FURTHER ORDERED:

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

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

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

pool.

{3) That this case shall be reopened at an examiner hesring
in June, 1973, at which time the operators in the subject pool
may appear and show cause why the Humble City-Strawn Pool should
inot be developed on other than 40-acre spacing units.

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

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

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/“/\ @i ,c-gz/-/L

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

SEAL

dr/




BEIORE PHE O, CONSERVATION COMMISSION
OF THE STAYY, OF HEW MEXICO

CCIN THE MATTER OF THE HEARING
“CALLED BY THE OIL CONSERVATION
COMMIQolON OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:

c CASE NO. 4749
i . Order No. R~4338-3A

: IN THE MATTER OF CAYE NO. 4749 BEING

‘ REOPENED PURSUANT TO THE PROVISIONS OF
HORDER NO. R-4338, WHICH ORDER ESTABLIGHED

o SPECIAL RULES ““" REGULATIGNS FOR THE HUMBLE
¥ : CITY-STRAWN POOL, LEA COUNTY, NE# MEXICO,
INCLUDING A PROVISION FOR 80—ACRE PRORATION
UNITS.

ORDER OF THE COMMISSION

BY THE COMMISSION:

L T SIS

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

NOW, on this 23rd day of July, 1973, the Commission, a
quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

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

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

{3) That this case was reopened pursuant to order No. R-4338 ;
to allow all interested parties to show ca'ise why the subiect pool !
should not be developed on other than 4¢ icre nrordtion units,

e g

Y—"

{4d) That the special rules and regulations promulgated by :
Order No. R-4338 shov?’d be extended for an additional one year i
period in order to prevent the possibility of economic loss :
resulting from the drilling of unnecessary wells, and in order to
allow the operators in the subject.pool additional time in which
to gather information concerning the reservoir characteristics of:

the pool.

;
i
:
}
i
g
i
]
;
{
¢
i
!
;
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: (5) That this case should be reopened at an examinaer hearing
”in July, 1974, at which time the operators in the subject pool
.should appear and show cause why the Humble City-Strawn Pcol should
not be developed on other than 40-acre proration units,

IT IS THEREFORE ORDERED:

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

year.

(2) That this case shall be reopened at an examiner hearing
in July, 1974, at which time the operators in the subiect pool
shall appear and show cause why the Humble City-Strawn Pool should
not be developed on other than 40-acre proration units.

(3) That jurisdiction of this cause 1s retained for the
entry of such further orders as the Commission may deem necessary. :

DONE at Santa Fe, New Mexico, on the day and year hereinahove }
designated. :

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

I. R. TRUJILLO, Chairman

RM Member
*
e & Secretary

A. %. PORTER Jr., Memb

SEAL

ac/




" HARDING Ol COMPANY

August 22, 1972

New Mexico 01l Conservation Commission
Conference Hall

State Land Office Building

Santa Fe, New Mexico

Attention: Ida Rodriguez
Secretary to Director

Dear Ms. Rodriguez:

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

Yours very truly,

I htrle Z i potlrs
Charles F. Harding, Jr. /[ Va
Vice President

CFHjr:jc

Enclosure

4317 OAK LAWN : 2y
DALLAS, TEXAS 75219
(2143) 526-8935 .
CABLE: HARDINGOAL
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BEI'ORL ‘'HE
HEW MEXICO OIY, CONSERVATION COIMISSTION

OIL COHSERVATION COMMISSION CONFLERENCE ROOM

STATE LAND OFFICE SBUILDING
SANTA FE, NEW MEXICO
Wednasday, July 11, 1973

IN THE MATTER OF:

In the matter of Case

No, 4749 be:ing reopened

pursuant to the provisions

of Order No, R-4338, whach

order established special

rules and requlations for the
Humble City-Strawn Pool, iea
County, New Mexico, including

a provision for 80-acre proration
units,

Case HNo.,

vvv\/wwvvvvvvvwv;

BEFORE: Danliel S, Nutter
Examiner

TRANSCRIPT OF HEARING

4749
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MR. HUTTER: We wirll now rasume with Casa Numbeyr

4749, |
‘ HR. CARR: Case 4749, in the matter of Cése No, 4749

beinyg réopened pursuant to the provisions of Order No,
R-4338, which order astablished spacial rules and
ragqlatxons for the Humbleo C;ty~Strawn Pool, Lea County,
New Mexico, including a provision for 80-acre proration
uniés.

MR, HINKLE: (larence Hinkle, Hinkle,Bondurant,
Cox & Eaton, Roswell, appearing on behalf of Harding Oil
Company. We have one witness and 7 exhibits, We would
like to have the witness sworn.

ROY WILLIAMSON,

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

to law, testified as follows:

MR, HINKLE: Here 1s a copy of the exhibits,

DIRECT EXAMINATION

BY MR. HINKLE:

0

A

State your name and residence,

I'm Roy Williamson, I live in Midland, Texas,

You are a patroleum engineer?

Yes, I am, |

Are you a member of an engineeringjfirm in Midland?_
Yes, I Am President of Slp;s, Wililamson, ﬁunyan &

Aycock, Inc,
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1 0 Havae you previously testified in thag case in the Hearing

which was held over a year ago?

o

-3 A Yes, 1 dad,
41 O You wera the principle witness at that time?
5 A That 1s correct.

6] © Have you made a study of the area which 1s involved

v
a
t© ¥ recently to bring all the information up to date?
D
Eg 8 A Yes, I have,
w
g; 9 0 Are your qualifications as a petroleum engineer a matter
e} 10 of record with this Commission?: .
b
= 1 A Yes, they are,
>
fg R 12 “MR., HINKLE: Are the qualifications acceptable?
—
B oz g3 MR. NUTTER: Yes, sir, They are.
= ¢i
x -
$9 141 Q Have you prepared or has there baen prepared under your
z X =
w W
{g 15 direction certain exhibits for introduction in this case?
83 16| A Yes.
SE
§§ !l Q Refer to Exhibit Number 1 and explain what this 1s and
o @
= J
83 what it shows,
ic 18
h ,
4Y 9| A Exhibit Number 1 1s a structure map on the top of the
%5
Iy . .
Ez 20 Strawn pay in the Humble City-Strawn Pool in Lea County,
°Z.
§; 21 New Mexico.  Shown on this map are not only the Strawn
4 ' .
o 0 . ) ; A
a completions but other completions from other zones in the
| sz %
]
5 ;g 2 area,
: 5 -
: a 24 I1'11 point out that the circles colored in green are

25 the Strawn completions. In orange are the Atoka
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conpletions, Thé‘blue 18 the Yaso Bank completion and‘
the red 13 a Wolfcamp complation,

Theéa are shown mainly fqr a matter of information
although‘this Hearing 18 concerned only with the Strawn
formation, I might also point out that the ownership mnap
or 1t's now shown as Mesa was Pupco a year ago; and through
a merger MNesa has acquired the Pupco interest in this
araa,

Now, the previous rules werae adopted for the Humble
City~Strawn Pool and on;y covered the Strawn; is that
right?

That's correct,

Now, what walls have bewn completed since the original
hearing?

‘Well, in the Section 11, the Harding Oil Company Shipp
Number 1, of course, was the discovery well in this field,
And the Mesa Shipp Number 2 was drilled at that time ané
North of the Shipp Number 1, the Shipp Number 3 which
vas a dry hole since that timé in the Southeast,

MR, NUTTER: What formations did that well touch,

Mr, Williamson?
THE WITNESS: Number 3?
MR, NUTTER: Yes, sir,

THE WITNESS: It tested the St;awn.

MR, NUTTER: Did 1t test any of these other forﬁationﬁ
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also?
THE WUPNESS:  They diad not test them, nog They ware
not productiva. Harding drilled the Shipp Number 4 which

18 1in the Southeast portion of Section 11, .and 1t was

not productive in the Strawn but was productive in the
Atoka, Tipco 1n the Southwést quarter of Saction 12
drilled a Byers Humber 1 which was completed as an Agoka
well,

pack to the West in Section 10, Tipco drilled a
Nicholson Number 1 Wall,completed it in the Yeso, Harding
then drilled the Number 5 Well which 1s a Strawn well,

Going on back to the East, Mesa drilled the Number 4
which is a Wolfcamp well, Oﬁly recentiy North of the
Tipco Nicholson Number 1, Harding drilled a dry hole on
the Number 6, The Strawn there was nonproductive as were
the other zones,

And then below Tipco Number 1 1s the fipco Nicholson
Number 2 which 1is currently completing in the Strawn to
the best of my information., I have no completion data
at thls‘time.

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

Now, refer to Exhibit 2 and explain what 1t shows,
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7 Okay. Ixhibit Numbex 7 1s a log of the i1l producaing ’

rate versus time for the Narding 011 Company Shipp Nunber
1 Woll, We also have the gas production shown here, and

1 have extrapolated the present decline trend to detcrm1n§‘
theo remaining reserveaes for this well,

As I'1l1l discuss later on, the total ultimate ryecovery
from this well based orn the cumulative production to dater
and the extrapolatlon of this decline curve indicates an -
ultimate recovery of around 211,870 barrels of oil.,

0 Now,; refer to Exhibit 3 and explain this,

A }E#hiblt 3 1s a sxmilar ploﬁ fér;the Harding Ol Company
Shipp Number 5 Well, As you can se¢, it's a very new
well,It only went on production in Fabruary of thas year,
There is not sufficient data to make any exirapolation of
remaining reserves,

O Now, refer to Exhibit 4 and explain that,

A FExhibit Number 4 18 a similar type plot for the Mesa
Petroleum Company Shipp Number 2, This well as of this
"date was not exhibiting any decline in the producing rate
and is exhibiting a cost of producing rate, Therefore,
no extrapolation could be mads of the production at this
time,

Q Now, have you made any volumetric calculations of oil

reservas in connection with any of the walls?

Yes, I h " h Q) " >hi I
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and thosa data are shown on Exhabit Number %, fThese are
the sane data thatAwnra ghdwn 1n our original learing
approkimately a year ago, and 1t shows an average porosity
of 80 percent, water saturation of 30, estimated recovery

of 20 percent, formation volume factor of 1.675 net feet

~ .

of pay of 46,

It givaes us a recoverable oil per acre foot of
52 barrels, Aééumlng then the 80-acre drainage. they
anticipate that these wells are draining, this gives us
an ultimate recovery of 191,360 barrels which we can see
agrees very well with the production decline curve

extrapolation,

-Refer to Exhibat 6 and explain what this shows, -

Exhibit 6 1s a plot of the hottomhole pressura versus
cumulative o011 pyroduction for the Hardibg 0il Company
Shipp Number 1, When this reservoir was discovered, it
was undersaturated, It shows a rather sharp decline,
The bubble point is 3200 points, The two recent préésures«
which are a result of the preésure after reaching the
bubble point extrapolate to an ultimate recovery of
approximately 210,000 barrels assuming an abandonment
hottomhole pressure of 250 pound. |

So utilizing the data from the decline curve, the
volumétrlc calculation and the bottomhole prggsure

extrapolation, we have an ultimate recovery in the
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neighborhood of 290,000 barrals, which 1n my opinlon proves
that we are draining appro%mmately 80'écres‘of the
reservoir.

Now, have you made an economic¢ study of what would happen
1f this field were developaed on 40-acre spacing rather
than 80?

Exhiblt Humber 7 is the economichof drilling and completing
a Strawn well, Now, we have estimated the drillaing and
completion costs of $320,006; and the oil price, gas
price, the taxes are the various factors that go into the
economics of a well,

And utilizing these factors, we come up with a figure
of 101,266 barrels of o0il will require to pay out the
drilling, completion and operation-of a wall to this pay.
So wve have shown that we are recovering approximately
200,000 barrels of oil from 80 acres, Therefore, if we
were drilling on 40 acres, we would have a situation that
would result in a little more than a pay-out of the
original cogt. ,

It would not hardly justify economically the drilling of
wells on the 40-acre basis?

No, It certainly wouldn't,

Whaf 15 your rucommendation‘to the Commission wvith respect
to retaining the special éool ruleé that have been

adopted?
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g0--acre spacing

A I recommend that we retain the speciral field rules at

and retain them on a permanent hasis,

In your opinion, will this be in thé interest of

conservation, the prevention of waste, and protect

correlative rights?

Yes, 1t would,

MRs HINKLE:

I belreve that there 1s a letter in the

files of the Commission from the Mesa 01l Company,

MR, CARR:

MR, HINKLE:
thig shows,

MR.. NUTTER:
Hinkle,

MR, HINKL.Q
1 through 7,

MR. NUTTER:
be admitted into

MR. HINKLE:

MR. NUTTER:

Williamson?

BY MR. NUTTER:

That's right,

I'a like to indicate in t¢he record what
We will get to that in a minute, Mr,

I'd like to offer into evidence Exhibits
Applicant's Exhibits 1 through 7 will
avidence,

That's all of the Direct.,

Are there any questions of Mr,

CROSS~EXAMINATION

Mr, Williamson, in effect, the only thing we have to show

here, the only thing we have hare to show the drainage

on B80-acre spab1Ng is the comparison of your production
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decline curvé with Qour calculated resefves undey éﬂ
acras, and that's not inclusive by any means, How would
you account fox the fact that 1f wa look at your plat,
Exhiblt Number 1, we see that a 40-acre bffset to the
North of this well was a dry hole. A 40-acre offset
to tha West of it was a dry hole in the Strawn, and the
only two wells that offset each other and are productive
from the Strawn are A0-acre offsets, being tha Numbar 1
and the Number 2? Do you hava any pressure information
that shows that we are getting any kind of communication
beyond the 40-acre line?
No, sir, I might meéntion this: I do not havae & éomplete
data on the Mesa Number 4 Well., They apparently felt
like they would have had a complation there, They
perforated tha pipe; and I understand they had some
mechanical problems that precluded them from completing;
bﬁt the Mesa feels like,in discussing with them.vthat they
could have made a well there without mechanical problems,
Wa do not have any other pressur¢ information other
than we héva shown 1n the past préssure, We had an
identical pressure between the Harding Shapp 1 and the
Mesa Number 2,
Was that introduced in the first Hearing?
Yes, That was in the first Hearing., Now, we have

testified befora, and I think it is fairly a matter of
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1 the record, that this is a fairly erratic reservoir, _‘It“'”s
2| ~a stratigraphic trap. It has very little relationship to
-3 :it:ructure as evidenced by the fact that tha Number 6 Well
4 was a dry hole and structurally 1t should have been a good
5 well,
O,,,) 6 . So the onIy thing we can go on reliably i1s, of course]
g 7 our volumetrics; and unless additional pressure data are
§ 8 | taken, ve have no other data to support the fact that
?d’ 9 wev are draining 80 acres;but the log interpretation,
% 10 the bottomhole pressu?e cuxﬁulati\re data, and the
E: 11 performance data do agree very strongly I feel, 2And it
";-: 12 does indicate we do have 80-acre drainage. .
§ 13 Q Well, you would agree with me, wouldn't; you, maybe you
14 won't, but on your Exhibit Number 2 there you are
15 extrapolating a production decline curve based on a
16 rather limited band of parformance as far as that goes;
17 and any error of just a couple of degrees could make a
18 considerable difference in the volume of 0il?

19| A Well, I agree. Being the only data we had, that's what
20 we had to use; and, of course, that's why I went to the
21 bressure data on thié well which I feal --

22 Q There have been no pvressure interference tests conducted

23 or anything like that?

209 3I1MMS BLOG.aP.O. BOX 109020 PHONE 243-8801¢ ALBUQUERQUE. NEWMEXICO 87103
1216 FIRST NATIONAL BANK BLOG, EASTeALBUQUERQUE., NEW MEXICO 87108

241 A No, sir, There have not been,

251 Q ‘And no comparison of original pressures with subsequent
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I

pressaras of ;élls édrilled éxcnpt during the flrét Hearing
when Wells Number 1 and 2 pressures were compared?

Rxrght., Of course, the pressure in the Humber $ Wall was
somevwhat lower +han the original pressure in the Number 1
Shapp Well. And this might indicate some drainage there.
Do you have any pressure information available on the
Number 5 when it was complated?

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

the 4ith of 1373 recorded a maximum pressure of 2,388 pounds
What was the 1initial bottomhéle piessure of the Number 1?
And the Number 1 was considerably above that., The
bottomhole pressure of the Number 1 was 4,807 psidqg,
So I thaink we could infaer the drainage had occurred. Of
course, the Numbar 4 Well in the middle of May clouded
that somewhat.- |

Now, at what point on thlsiExhibit Number 6 of bottomhole
versus cumuiative production would this pressure on the
&umbei 5 weil have bhean taken? What c0mparab1g_p01nt?
Okay. June of '63.

You might have a date even for this last pressure that
you show on Exhibit Humber 6, /

Right, 1 think that will probably tie it in fairly

I do,
closely. Well 3 agrees very closely. The pressure, the
last pressure shown is the Shipp Number 1 of 1,035 pounds

taken 6-4-73,
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That was takén the zame date this other prassure was
fun then?
Right, on the saﬁé date,
Well, let's go on down from 4890 to 1035. The neQ
pressure in the Numbér 5 1s 238872
Right., So the inferencaktheré could he of drainage, of
course, from theo Number l;or if 1t's a separate
gstratigraphic trap, 1t could be of a different pressure,
Yas, 1 see that,

MR, NUTTER: Are there any further questions of
Mr, Williamson? He may be excused., Do you have anything
further, Mr, Hinkle?

MR, HINKLE: That's all,

MR, NUTTER: Do you have any correspondence?

MR, CARR: Mr, Examinay, the Commission has received
two letters related to this case., One is from a Mr,
J. L., Farrell, "Plaease be informed that Mesa Patroleum
Company respectfully requests the examiner approve the
80-acre proration unit currently gstablished under the
specral rules and regulations for the Humble City-Strawn
Pool, Lea County, New Mexico iﬁ Order No, R-4338,"

"Mesa agraes with Harding 0il COmpahy that 80-acre
proration Units are adequate for econonic drainage for
this particular reservoir,”

We also have a letter from Texas International
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Patroleum Corporation smqned by Mr, Robaréwgiugurké£;.
S "phis ue to>adV1;e that as an operator in the Humble
CLty Strawn eld, Texas International Petroleum Coyporatidn:
patitions the retention of 80 acre proration units for
each well completed from the Strawn lime in thé ahove
naned field,”

MR. NUTTER: Is ¢there anything further for Case
Number 4749? If not, we will take the case under
advisement,

* K £ K 2

STATE OF NEW MEXICO )
‘ ) s8s
COUNTY OF BERNALILLO )

I, JANET RUSSELL, a Certified Shorthand Reporter, in
and for the County of Bernalillo, State of New laxico, do
hersby certify that the foregoing and attached Transcript of
Hearing before the New Mexico Oril Conservation Commission
was reported by me; and that the same is a true and correct

record of the said proceedings to the bast of my knowledge,

skill and abilaity,

FIED SHORTHAND REPORTER

W¥ocorilvy that the Toregeing 18
2orlelidoof the procnsdings in
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HR. STAIETE

the matter of Case No. 4749 being reopenad pursuvant to

the provisions of
special rules and
Pool, Lea County,

8~acre proration

We have received a request from the Applicant that

this case be continued until June 27, and it wxrll be

SO continued,

Call next Case 4749 (reopenced)., In

Order No., R-1338, whith order astablishgd
requlations for the Humble Cirty-Strawn

Hew Mexico, including a provision for

units,

* * k kK
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Case No. U749 veing )
reopened pursuant to the )
provisions of Order No. ) Case No. 4749
R-4338-4A, Humble City~- )
Strawn Pool, Lea County, )
New Mexico. )

BEFORE: Daniel S. Nutter, Examiner.
TRANSCRIPT OF HEARING
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For the New Mexico 0il _ .
Conservation Commission: Thomas Derryberry
Legal Counsel for the Commissioh

State Land Office Building
Santa Fe, New Mexico

For the Applicant: Paul W. Eaton, Jr., Esg.
HINKLE, RONDURANT, COX &
EATON

Hinkle Building
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£ MR, MNUTPTER: The hearing will come to order, pléase

Thé first cage this morntng will be number 47U9g,

ﬁR. DERRYBERRY: Case 4749, in the matter of
Case Humber 49UG, belng reopened pursuant to Lhe provision.
of crder number R<4338-A, which order continued speclal
rules for the Huhble City-Strawn Pool, Lea County, New
Mexico.

MR. EATON: Paul Eaton, Hinkle, Bondurant, Cox
& Eaton, representing Harding 011 Company and Mesa Petroléum'
Company and I have two witnesses.

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

(THEREUPON, the witnesses were sworn.)

ROY C. WILLIAMSON, JR.

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

examined and testified as follows:

DIRECT EXAMINATION

BY MR. EATON:

Q Would you please state your name and residence and
by whom you are employed?
A, I am Roy C. Williamson, from Midland, Texas. I

am President of the consulting firm of Sipes, Wiliiamson

& Aycock, Inc.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 07501
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CASE H7lc
WILLTANSON--IVIRECY : - ‘ Page... N
a) Mr., Wiliiamqon,_have vou previously testifled

bofore this Commisston?

A, Yes, T hive.

Q And ir what capacity?

A As an englneering witness.

Q And have you previously testified before the

Commission in connection with this matter?

A Yes, I haye.

Q And have you prepared or had prepared certain
exhibits for introduction?

A Yes.

Q Please refer to what has been marked for identifi-
cation as Exhibit Number One and state what that exhibit
is?

A Exhibit Number One it a thickbess map, an iso type
map, on the‘gross Strawn interval for éhe Humble City-Atoka-
Strawn field in Lea County, New Mexico.

The contours shown are the isopack thicknesses
and wells are shown and are color-cbded as to zone of
completion.

The wells that we will be concerned with are the

ones colored blue, which are the Strawn completion and there

are five of these,

THE NYE REPORTING SERVICE
STATE-WIOE DEPOSITION NOTARIES
225 JOHNSON STREET
"SANTA FE, NEW MEXICO 87501
TEL. (505} 9920386
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Page......... [) ..................
A On the exhinit there are seven yellow eighty-acre
tracts."Wili your testimony concern thbse tracts?
A Mo, sir, it will not.
Q A1l right. How, Mr. Williamson, please refer to

wnat has been mar.cd for identification as Exhibit Number
Two, and state what that exhiblt portrays?

A, Exhibit Number Two depicts certain data from Tthe
Strawn wells in the Humble City'Stfawn field.

The left-hand column identifies the operator and
the wells and the next column is the initial date of
production. Then, we havé bottom hole pressure, ultimatle
0il recoveries and recovery per acre foot and net pay
thickness calculated for each well. The purpose of this
data is to indicate that the reservoir is performing such
that drainage is occurring on eighty acre spacing.

I might point out that the ﬂarding Shipp No. 1
was the initial well in the Strawn field. It had an initial
bottom hole pressure of four thousand eight hundred and
seven pounds.

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

The Harding Shipp No. 5 was completed in February

THE NYE REPORTING SERVICE
_ STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA'FE, NEW MEXICO 87501
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CASE Ylg
T LLTARGON=DIRECT - - page O
of '73,‘and-it nad an inttilal pressﬁve of threce thougsand
elight hundred and sevehty;one‘poundﬁ.

The TIPCO Nichclson No. 2 was completed 7-73, and
with p?essure'of three thousand fhirty»two pounds .

The Harding 0i1 Company Shaw MNo. 1 was cqnnpleted
+n March of 'Tﬁ, and it had three thousand five hundred ard
rifty-five pounds.

1 might also point out that there are several dry
holes in the Strawn indicated in section fifteen of 37 east,
17 south. The Mesa Nc. 5 Shipp vas a dry hole in the Stravwn.
To the east, one location, the Harding No. 1 Schwartzﬁng was
5 failure in the Strawn.

Q That was in section fourteen?

A ;Sechion fourteen of 37-17. Also in section gleven,;
north »f the Harding No. 1 Shipp there is a dry hole. In
section ten of 37-17 there is a dry hole north Of the TIPCO
No. 1 Nicholson.

MR. NUTTER: And those both were tested to the

Strawn?

A}

A Yes. I might also point out that even £ hough thesg
other wells are completéd.to various intervals, being the
Wolfcamp, Atoka, and the Yeso, they also were failures in

the Strawn.

THE NYE REPORT[NG.SERVICE
STATE-WIDE DEPOSITION NOTARIES
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WILLIAMSON~DIRECT _lhgm.zﬂm,mmwm
Completion was eithcer attempted or ﬁhc'fovmation;
L _ ) was not sufficient to attempt compl-tion. So therefore,

f th&/ can really be consideir ' failures ir tlhe Strawn.

| | The Strawn formation is generally, the a:cumula;
tion 13 found in stratographic nature, and as you can sce
it 1is reasonably erratic and completions are offset by

dry holes.

On this one dry hole hack in section ten, out

to the west of the TIPCO No. 2 Nicholson, is the TIPCO No. 3

Nicholson.

& But the initial bottom hole pressure data indi-
cates to me that communication does exist between these
wells.

_The anomalous situation is that in section eleven
the PUBCO, or really Mesa, it was drilled by PUBCO, but
of course PUBCO is owned by Mesa, the No. 4 Shipp was a
failure in the Strawn and yet'drainage seems to have occurred
across ﬁhis location as indicated by the pressure in the
No. 5 Shipp of thirty-eight hundred pounds which is some
thousand pouhds below the Harding No. 1 Shipp. So, there
must be some path of communication and this could be a
‘localiz§d°situation in the Strawn as to why the Shipp No: U

s

was a Strawn failure.
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Golng on to the ultimate oil recovéry, the
Harding‘ﬂhipﬁ Ho.o ' 1 ana the Mesa Shipp No. 2 are depleted
in the Strawn and the Shipp No. 1 has producéd approximately.
one hundred and sizty-~four thousand barﬁcis. The Shiop No.
2 has produced approximately a hundred aﬁd ninety-nine
thousand bérrels.

The Harding Shipp No. 5 is still producing ang it
is on a decline that can be extrapolated and the ultimate
expected from this well is one hundred and twenty-nine
thousand barrels.

‘The TIPCO Nicholson No. 2 is also on & decline
that can be extrapolated and it will produce approximately
eighty thousand barrels.

The next column shows the calculated recovery in
barrels of oil per acre foot from each well which takes
into account porosity and water saturation and formaﬁion
voiume factor for each well and the last column shows the
net pay in thickness caiculated from the location of these
wells.

At tﬁe bottom of the exhibit, number one shows:
the ultimate o0il recovery ffom the four wells, total five

hundred and seventy-one thousand six hundred andé 7live

barrels.
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L might monpion thdt'tho Harding Shaw HeJo 1 is
producing in‘thc Strawn. 1t is not declining. It 1is

5roducing at a constant raic and I was not able to get 8

L

‘performance derived ultimate so I did not include it 1n

thcse\caleulations.

Number two at the bottom of the exhibit calculates
the drainage‘area by dividing the ultimate oil recovery by
the forty-elght barrels per acre feet times thirty-six
point seven five net feet indicatingkan average drainage
area for the four wells of three hundred and twenty-four
acres or eighty-one acres per well.

So, by observing the preséure history and the
volume metric calculations of the area, that would contri-
bute to the amount of o0il that we can pin down that can be
produced from the four wells. I conclude that drainage is
substantiated on an eighty acre unit.

Q (Mr. Eaton continuing.) Mr. Williamson, do you
know whether or not Mesa Petroleum Company is interested
in further drilling of this area?

A Yes, sir. The Mesa personnel that I have visited
with have indicated that they are interested in pursuing

additional development in this area but only if eighty acre

spacing is maintained. This will give them the econumics
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Page

they muct haYO'tO develop this conewhat erratic reservelir,
) Based then upon your famlliarity with the reacrvoin
and particularly your Exhibif Humber Twe, vou are of the
opinioh that the Strawn will efficiently and effectively
drain elghty acres?
A Yes, I do.
MR. EATON: HNo further questions of Mr. Williamson,

CROSS EXAMINATION

BY MR. HUTTER:

Q Mr. Williamson, what is the current rate of
production on the three wells that are pfoducing now?

A The Shipp No. 5 for May produced eighteen hundred
and fifty barrels éf 0il. The TIPCO Nicholson No. 2 for
May produced two thousand and fifty barrels. These are
approximate and is read from a curve. And t£e Harding
Shaw for May produced ten thousand six hundred and ninety-
eight barrels.

MR. NUTTER: -Thank you. Are there any further
questiéns of Mr. Williamson? Ycu may be excused.

(THEBEUPON, the witness was excused.)

Do you nav; anything further, Mr. Eaton?

MR. EATON:. One more witness,‘Mr; Justice.

JAMES O. JUSTICE

THE NYE REPORTING SERVICE
STATE-WIDE OEPOSITION NOTARIES
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called ap a wiltnesos, having been Tirst duly sworn, was

exanmined and teastificd as follows:

CDIRNCT EXAMINATION

BY MR. 1FATON:

O, State your name please and where you live?

A, My names is James 0. Justice and 1 1ivé in Dallas,
Texas.

Q And by whom are you employed, HMr. Justice?

A Harding 0il Company.

Q And what is your position with the Harding 0il
Compﬁny?

A Chairman of the Board and Chief Executive Officer.

Q Have you previously testified before this Commis-

sion in connection with the first hearing on the field rules
for the Humble City-~Strawn Pool?

A Yes, sir, 1 have.

Q bo you have a statement which you would like to
make .tc the CommissiOn which has been marked as Exhibit
Three?

A Yes, 1 do.

Q Would you please proceed with that?

A, This is a statement to the New Mexico Qil

Conservaiion Commission, Docket Number U749, August Seven,
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Pagv
1ovhy cpectal fiold rules for the Humble Cley-~otrawn {fi1eld,

3ackground, Under a farm-out agreocment witp Mesa
Petr@lnum'Company, Harding 011 Company has been de?eloping
thic Cield with the participation of Texas International
Petrolcoun Company. To date, Harding has drilled sixz wells,
fourgbroducers and two dry holes.

Three of the producers are completed in the Strawn,

and one in the Atoka. The accumulative production on the

Fad

producébs to May the Firsit, 207k rangos fromod 18% Gf
sixteen thousand one hundred and sixty-two barréls to a
high of one hundred and fifty-six thousand two hundred and
forty-six barrels.

Recent developments. During 1973, Harding drilledgd
two wells and so far‘in 1974 it has drilled two wells with
a third scheduled for spudding this month. All of these
wells have or will test the Atoka formation.

Future plans. Under the farm-out agreement,
seven eighty acre tracts remain to be earned. Due to the
uncertain nature of the geology in this field, the sequence
of drilling each of these locations is contingent‘upon
the results of previous drilliﬁgs.

An example of this rationale is our decision to

abandon the location in the west half of the northeast quartes

THE NYE'REPORTING SERVICE
STATE-WIDE DEPOSITION KOTARIES
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of zecetion Tourtcen, as a result of geological slata gained
Ffom the two‘dry holes to the west in the eact halfl of the
northecast quarter of scctlon fifteen and the west half of
the northwest guarter of fourteen and Mesa No., & Shipp and
Harding No. 1 Schwartzburg.

‘Based upon drilling results and performancé history
it is the judgment of the Harding 01l Cocmpany fhat this
fleld does not economically justify development on forty
acre épaéing.

Fermation characteristics appear to be such that
one well will adequately drain elghty acres thereby avoiding
underground vaste.

Drilling results to date likewise indicate that
correlative rights are better protected on eighty. acre
spacing than they would be on forty acre spacing due to the
rather unpredictable nature of the petroleum bearing forma-
tion.

Conclusion. It is our conclusion that the ﬁrade—
of f between correlative rights and sound economics will
beét be served by continuing eighty acre spacing for that
field. |

That concludes my prepared sﬁatement.

Q Mr. Justice, this Exhibit' Number One testified to

THE NYE REPORTING SERVICE
STATE-WIiDE OEPOSITION NOTARIES
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by M. Willlamson, reflects seven yellow-colored cighty
acre tracts.

Are those the eighty acre tiracts which you ha&e
mentioned in your statement Jjust now?

A Yes, that is correct.

Q Yhich will be earned by Harding 1f you proceed to

drill those properties?
A That is correct and our proposed location for the

next well to be spudded this month is shown on that exhibit.

Q In section twelve?

A, Yes, sir, in the west half of the northwest quarter
Q Do you have anything to add, Mr. Justice?

A No, sir, I have nothing further.

MR. EATON: Pass the witness.

{R. NUTTER: I have no questions. Are there any
questions of this witness? Thank you, Mr. Justice, you may
be seated.

(THEREUPON, the witness was excused.)

MR. EATON: That concludes our case and we offer

into evidence Exhibits One, Two and Three.

MR. NUTTER: Harding's Exhibits One; Two and Three

willl be reccived into evidence.

(THEREUPON, Applicant's Exhibits Numbers

THE NYE REPORTING SERVICE
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One, Two and Three-were admlitted inte

ovidence.)

MR. NUTTER: Do you have anything else, Mr. Faton?

‘MR. BATON: HNo, sir.

MR. NUTTER: Does anyonc have anything they wilsh
to offer in Case Number 49492

MR. DERRYBERRY: Mr. Examiner, the Commission has
received a letter from Robert 0. Burkett who is the Division
iMlanager of Téxas International Petroleum Corporation and
reads as follows:

In the matter of the rehearing for R-U338-A,
special field rules for the Humble City-Strawn field, this
is to advise that Texas International Petroleum requests
the continuance of the eighty acre proration units based
on the production data to date on the TIPCO No. 2 Nicholson
well in the Humble City-Strawn Pool we cannot economically
justify any development on a spacing pattern less than
eighty acres per well.

MR. NUTTER: Is there anything further in Case
47192 | |

We wlll take the case under advisement.
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Mg. NUTTER: We will call next Case 4749.
MR. DERRYBERRY: Case 4749 in the matter of Case |
4749 being reopenéd pursuant to the provisions of Order No.
R-4338-A, which order contined special rules for the Humble

City Strawn Pool, Lea County, New Mexico.

Mr. Examiner, we have a létter here from Mr. Clarence
Hinkle, Attorney for the Apblicant and it states as follows:
(Reading) Appearing on the Examiner's Docket for July 10th~
is Case No. 4749 which is being reopened pursuant to the
provisions of Order No. R~4338-A,which Order continued
special pool rules for the Humble City~Strawn Pool, Lea
County, New Mexico. We represent Harding 0il Company who
is the original proponent of the.special rules and due to
the unavailability of witnesses for Harding for both July
10th and July 24th because of vacations, piease consider
this as a motion on behalf of Harding to continue this
Case until the Examiner's Docket of August 7. (End of
reading.)

MR. NUTTER: Case No. 4749 will be continued until
the Examiner Hearing scheduled to.be held at this same place

at 9 o‘clock A.M., August 7, 1974.
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BEFORE THE
NEW MEXICO OII, CONSERVATION COMMISSION
CONFERENCE HALL, STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO

June 28, 1972

LEXAMINER HEARING

e T

)
IN THE MATTER OF: )
: )
Application of Pubco Petroleum )
Corpoxation for Special pcol rules, ) CASE NO. 4748
Lea County, New Mexico. )
)
and )
)
Application of Harding 0il Company ) N
for a discovery allowable and ) = '
special pool rules, Lea County, New ) ( CASE NO. 474
HMexico.. ) ]
) S _
)

BEFORE: Elvis A, Utz
Examiner

TRANSCRIPT OF HEARING
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"I think we need a decision as to whether we are going to

PAGE 2

MR, UTZ: Case 4748,
MR. HATCH: The Application of Pubco Petroleum

Corporation fer special pcol rules, ILea County, Hew HMexico.

hear these cases at the same time, Case 4748, the hApplication
of-Pubco, and Case 4749, the Application of Harding Oil.

MR, HINKLE: Clarence Hinkle of llinkle, Bondurant
and Christy, Roswéll, Hew Mexico, appearing on behalf of
Harding Oil Company. We would like to enter our appearance
in Cases 4748 and 4749, and we have no objection to
consolidating the Cases for the purpose of taking testimony.

MR, BUELL: Sumner Buell of Montgomery, Federici,

W

Andrews, Hannahs and Morris, I would like to enter my appearanc
on behalf of H. L, Brown, Jr.

MR. SPERLING: James Sperling of Modrall, Sperling,
Roehl, Harris and. Sisk, Albuquerque, appearing on:behalf of
Pubco Petroleum Corporation in Cases 4748 znd 4749. We have
no objection to the consolidation of the two Cases for the

purpose of testimony.

MR. UTZ: In absence of objeétion, Applications °

4748 and 4749 will be consolidated, for the purpose of

testimony.

MR. HATCH: I have a question that I would like

Mr. Hinkle, Mr. Sperling and Mr. Buell to review for a

moment before we proceed.
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In the Affidavit of Publication for Case 4749, thore
was something left out. The pool name is tho principal thing
that was left out.

MR, HINKLE: I don't think that makes a whole lot
of difference, it is identified by Township and well
identification. | .

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

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

MR. SPERLING: I have no objection to proceeding.

MR, UINKLE: I have none.

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

Mr. Speling, how many witnesses do you have?

MR, SPERLING: TWOo.

MR, UTZ: low many witnesses do you have, Mr.
Hinkle?

MR, HINKLE: Three,

Mit. UT%: 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.
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MARICON CAUSLY,

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

testifiaed as follows:

DIRLECT LXAMINATION

Q

A

BY MR. SPERLING:

Would you please state your name?

Marion Causey,

\By vhom are you employed and in what capacity?

I am employed by Pubco Petroleum Corporation and my
present position is Permean Basis Exploration Manager
in Midland, Texas.

How long have you held thét position?

Since the first of the year.

Have you ever, on any previous occasion, testified before
the New Mexico 0il Conservation Commission so that your
qualifications are a matter of record?

No, I have not.

Would you piease 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 Mississippi; I have a M.S. Degree
in geology from the University of Tennessee. I was
employed by Phillips Petroleum Company as a petroleum

geologist from 1957 to 1962, primarily working in
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exploration of the Pexmean Basin in tﬂe southeastern
Hew Mexico arca. I was employed from 1962 until 1968
by Mobil 0il Corporation as an exploration geologist
primarily working in southeast New Mexico.

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

of the American Association of Petroleum Geologists.

Q Now, Mr. Causey ==~
MR. SPERLING: Are Mr. Causey's qualifications
accepted?
MR. UT%2: Yes, they are.
Q (By Mr. Sperling)} Mr, Causey, would you please now
refer to what has been marked as Exhibit 1 in this Case,
Case 4748, and e#plain briefly the purpose of that
Exhibit and what it is designed to show?
A Exhibit 1 is a scale of one inch to two thousand feet,

which is indicated on the map, and is outlined as the

proposed Humble City-Stfawn Pool area comprising

Sections 6, 7, 18, in Township 17 South, Range 38 East;
and Sections 1, 2, 3, 10, 11, 12, 13, 14, 15, in
Township 17 South, Rangé 37 East.

We have also designéted on the map, the Lovington
East and Loviﬁgton Northeast pools.,

Also marked on the Exhibit is the discovery well

of the Humble City~Strawn Pool, the Harding 0il Compaﬁy
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Humber 1 well,

Exhibit 1-A is a geological cross~section which
has been indicated on Exhibit 1 by two red lines,
designated B to B' and A to A'. Represented on this
Exhibit iskthe electric logs and the radioactive logs
of the stratographic section on datum from the top and
niddle of the Pennsylvanian-Strawn. The scale of this
map is a vertical scale of one inch to 100 fcet and a
horizontal scale of twelve inches equaling one mile ~-

MR, UTZ: Why don't you give us the datum?
(Contiraing) This is not a structural section, this
is my interpretation of the Lovington East and the
Lovington Northeast‘Strawn area and the discovery well,
the Harding 0il Company Number 1 Shipp. The discovery
well is producing from limestone of éhe PennsylvanianJ“";i
Strawn at an average depth of approximately”i,450 feet.ﬁv}
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 luA, wiihin the area
mappéé, X believe there are thfee different Pennsylvanian-~
Strawn hénks oxr reefs producing.

I have designated these banks as Strawn gank B',
Strawn Bank B and Strawn Bank C.

The red on the cross-section indicates the producing
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interval in each well in this zone. Desiqnated as the
Strawn B' and colored in green on both cross—~gections,
I believe is the prevalent zone thch produces in thé

Humble City-Strawn field. |

This cross-section which started with the State
Shell Monty Numbear 1 in Section 14, Township 16 South,
Range 36 East, was a dry hole which penetrated the
Strawn.

The Southwest Production Corporation Monty
State C in Section 24, Township 16 South, Range 36 East,
was completed from the Strawn and has since been
abandoned with an accumulated production of 4,114 barrels
which was produced from 7/14/69.

The next well is the Monty State Numberxr 2 in
Section 19, Township 16 South, Range 37 East and it is
also producing from the Strawn. These two wells are
producing from the Strawn at the R' bank.

The TidewaterAMonty B Number 1 in Section 19,
Township 18 South, Range 37 East is still producing from
what I have designated éhe Strawn Bank C and h&s an
accumulative production of 325;156 barreis of oil and
wasbcompleted 3/26/53 and is still producing.

The Getty Oil Corporation Monty D Number 1 in

. Section 18, Townshfp 16 South, Range 37 East, is a

dry hole.
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The Pennzoil United St&te C Number 2 in Section 17,
Township 16 South, Range 37 East, was cémpletéd Lxom
what I believe to be the middle bank, or the Strawn
Bank B. This was compleced on 6/25/69 andAup to 5/1/72
had an accumulative production of 286,215 barrels of
oil.

These are the wells I have used on the cross-section,
the A *o A' cross-section. |

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

17 South, 36 East, was a dry hole.

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

The Tidewater Oil State B Number 1 in Section 5,

17 South, 37 East, was completed from the Strawn Bank
B' and had an accumulative total production of 69,297
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 oil from the Strawn
Bank B'.

The Tidewater State Number 1 in Section 4,

Township 17 Souﬁh, Range 37 Bast, was completed 8/29/51,

and is abandoned. The total accumulated production was

19,647 barrels of oil., It was also completed in the

h—

J
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The Tidewater 0il Company State Rugcne‘Number 1D
in Section 32, 16 South, 37 East, was completed from
what I believe to be both the Strawn B' and the Strawn
Bank C. It perforated both banks and has a total\
accumulative production of 420,765 barrels of oil and
is still producing.

The last log on the cross-section B to B' is
the Shell 0il Company State Number 1 in Section 28,

16 South,; 37 East. This well was -a dry hcle.

If 1 ¢ould refer you now to Exhibit 1 again, the
solid blue contour line on this Exhibit represents the
lower and middle Strawn as was designated on the cross-
section A to A' and B to B'. The isopach was contoured
at 250 foot intérvals and the green isopach contours

represent the isopach of what I have designated as the

Strawn Bank B'. It is also contoured at 250 foot

interxrvals.

This isopach does not represent a net porosity and
does not indicate that all portions of the Strawn B!
along the trend as mapped would be porous and permeable,
I do feel that the limits of thg green outline represent
this bank or reef trend across the area mapped.

Along the trend that we have mapped, we should

anticipate and expect separate carbon buildups of porous
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pexrmeable rock and I believe this is the case in the
area under consideration.

I believe‘ £hé Humble City-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 City-Strawn Pool,
the Harding Oil Company Shipp number 1, was some 287 feet
structurally lower than the edge well of the Lovington
East field, the Tidewater State U Number 1 located in
Section 4, Township 17 South, Range 37 East. I
might also point out on Exhibit 1 that the values on
the map underlined in green beside each control point,
represent the thickness of the mapped Strawn Bank B!
int;.rval. The blue beside each control point represents
the thickness of the isopach of the lower and middle
Strawn interval.

Mr. Causey, I take it from what you have said, that you
feel there is a separation between the Lovinagton East
field and the Humble city“-iStrawﬁ Pool; is that yo:ur |
conciusion?

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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Now, does the fact that the wells which are located

in the Lovington Rast Pool which youkhave xeferred to
and which you have shown on your cross~section and which
are abandoned, support that conclusion in View of the
recent production encountered in the Humble City-Strawn
Pool?
Yes, I think that is correct.

Now, do I understand from thg‘configuration of the
contour line which runs across the Humble City-Strawn
Pool, that you have concluded that that is the limit

of possible Strawn production from the area or is there
the possibility that these other members that you have
identified may indicate production to the north?

I believe that we have the possibility of production
from the north. Presently thére 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 Northeast éﬁd the Lovington East Pool
area where we pick up these two zones as they move to
the north edge of the Strawn B' Bank trend. So I feel
that we could establish production to the north of the

trend as outlined.,

Do you have anything else to comment on insofar as
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Exhibits 1 and 1~A are concerned?

I believe that's all that I have -- therc is akspecific

point I would like to bring out in summary. I‘believe
there are three different banks or reefs within the
Pennsylvanian~-Strawvn formation in the mapped areé. The
Humble City~Strawn Pool and the Lovington East Strawn
Pools are producing from separate stratographic controlled
traps within the Strawn B' zone. This is evidenced

by the Strawn structural position of the Humble City-
Strawn Pool relative to the Lovington Iast Pool,

Only oﬁe 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, i3 a.
reasonable outline which allows for shifting of the
primary Strawn Bank trend plus the possible development
within additional Strawn zones.

In my opinion, 160 acre spacing will not lead to
unnecessary dry holes as compared to 80 acre spacing
because of»the flexibility within 160 acre spacing units
as proposed by Pubco. n

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

New Mexico, specificaliy the Husk field, were developed
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on 160 acre spacing and, in my opinion, the character
of the rock encountered in the area indicates that one
well will adequately drain 160 acres.

In that connection, Mr, Causey, let me call your
attention ﬁo the Jovington FEast 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 actuaily appear to be drilled on 160

acre spacing; is that correct?

That is correct, for all practlcal purposes, they were.
And they have produced to abandonment?

That is coxrrect.

Let me knqw refef 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
O0il Company Shipp  Number 1, in Section 11, Township
17 south, Range 37 East, and a porosity log of the Pubco

Shipp Number 2. This Exhibit shcws the Strawn section

encountered in these two wells, and our correlation

of»the Strawn B' Bank relative to the top of the Strawn
middle and lower sections and the top of the Pennsylvanian;
Atoka.

Does Exhibit 1-B correspond scale-wise with the legs

shown on Exhibit 1-A?

Yes, it is approximately the same scale as the
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cross~-section, A to A' and i5 to B! -for domparison
purposes,

Do you have anything else, !r. Causey, at ‘his time?
That's all.

MR. SPERLING: That is all the testimuny we have

from this witness right now.

* ® % %k %

CROSS-EXAMINATION

BY MR, HINKLE:

Q

Mr. Causey, I notice that you have labeled Exhibit 1-A
as a stratographic cross-section, now, is it your

position that this entire area is stratographic and not

- dependent on structure?

I believe the Strawn is primarily stratographically

controled.
Now, you have labeled here three different Strawn

banks, the Strawn Bank B', the Strawn Bank B, and the

- Strawn Bank C, are those stratographic traps within the

sttatographic 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 general, I would say no, howaver, I will qualify
that by saying that one well in Section 32, Township 16
South, Range 27 East, was drilled and completed from |
the Strawn B' and the Strawn C Bank. It is possible in
a case such as this, that those two banks could be

in communication. ’

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

Yes, I believe, in a general sense, they are,
. Generally, they probably would be?

Yes.,

Now, you can go from one bank to another and you could
have a dry hole offsetting aﬁotber‘one; could you nct?
That is correct,

Are yocu apt to have more dry holes in 160 acxre 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 from that development that
that pool on 160 acre spacing was not more risky than
it would have been on 80 acre spacing,

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

Yes, it is.

Now, referring to Exhibit Number 1, you have outlined

the proposed Humble City—étrawn Pool?

Yes.
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What control did you figure fox the boundaries of this
pool?

Well, I think it is obvious that only drilling ié

going to determine the exact bouﬁdaries of the field,
These are just arbitrary boundaries that you have
drawn?

‘i‘his interpretation was based on the one discovery

well which was drilled and has held up reasonably well
to data. Ve feel that these are approximately correct,
but this outline would allow minor shifting of the bank
either to the north or the south as the field is developea
Well, with the trend that you have shown here, your
best chance at production is within the dotted green
lines, the broken lines (indicating)? |

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

Have you made any reservoir studies of the area at the

present time?

No, I have nhot.

MR, SPERLING: We héve évwitness that has.
(By Mr. Hinkle) MNow, if the Commission were to approve
160 acre spacing, the Number 1 Well in Section 11 which
is in the Sw/4 would have the SH/4 dedicated to that
well; is that right? |

Yes, that 1is correct.

-
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And the SE/4 would be dedicated to your well?

That is correct;

Now, you are drilling, as I understand it, a well which
is indicated in the NW/4; is that right?

That is correct.

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

This is Harding's second location (indicating).

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

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

What is the exact lccation of your well Number 2, which
is located in the SE/4_of Section 11?

The Pubco:Number 2 shipp is located 2,130 feet from the

east line and 1,980 feet from the south line.

Correct.

Mow, if*YOu had located that in the center of the NW of
the SE/4, it would be 660 feet from the east-west line
Would you repeat that?

If your Number 2 well had been located in the center of

the NW of the SE/4 of Séction il, it would have been 660

feet from the east line of the qparter Section, would it




er & mc cormick

»
1
{

dearnley, me

209 31MMS BLDG.e P.O BOX 10920 PHONE 243-30C10 ALBUQUERQUE, NEW ME;HA:EO 87103

1216 FIRST NATION AL BANK BLDG. EAST-AL'BUQUERQUE. NEW MEXICO 87108 .

11

12

+ 13

14

15

16

17

18

19

20

21

22

23

24

25

not have been?
Yas, I believe that is correcct.
Now, since you located it where you did ~- you located
it 150 feet farther west to get closer to the Number 1
Well; did you not?
Well, in the absence of any established pool spacing
rules, we went on the 40 acre state-wide spacing.
You got as close as you could to the discovery well;
is that right?
Yeé,)basically, that is right.
Isn't the ss&me true of‘youx'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?
Yes, I believe we did. Yes, that is correct.
Now, are you going to have a plat here?

MR, SPERLING: Yes.
(By Mr. Hinkle) At the time you located these two
wells, did you have in mind wider spacing than 40 acres?
Yes, we did.
Why did you locate -- why didn't you step out and
locatekit farther‘away if you thouéht one well woulq

drain 160 aéres?

Well : I think we took the course of action that most

- people would take in that, without establishéd pool

rules, we moved it as close as we conld to the




?

y, meler & mc cormic

k

dearnle

2090 S3IMMS BLDG.e P.O, BOX 1002¢PHONE 24388910 ALBUQUERGUE, NEW MEXICO 87103

1216 FIRST NATIONAL BANK BLOG. EASTSALBUQUERQUE, NEW MEXICO 87108

10

1

12

13

14

15

16

17

18

19

21

23

24

@]

A o -

0

PAGE 20

discovery well until such time as spaciné rules could

be established, |

Now, if the Commission should approve 160 acre spacing
in this area, and as I understand it, you are asking for
permission to drill in any 40 acre componeﬁt of 160
écres; 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 wells in the same way?

~That is possible, but you would also, of course, have

160 acres to drain.

It might depend soﬁewhat on the ownership of the acreage;
would it not?

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

This is possible.

I?“is a possibility?

Yés.

So you have foﬁr wells together and that would mean
you would step out considerably and it could mean if
you stepped out that far, that yqn might get a dry
hole because of the stratographic situation?

Certainly anytime you drill a well you run the risk of
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getting a'dry hole, but the flexibility within 160
acre spacing would gi?e you =~ I tﬁink it would reduce
youyr dty hole risk when the field is devdloped and we
obtain more datum to determine the next location.

MR. HINKLE: Do you have a witness that will) refer

to core analyses?

MR, SPERLING: Yes.

MR, HIRKLE: I think éhat's all.

MR. UTZ: Any further questions?

(No response.)

* ® % % %

CROSS EXAMINATION

BY MR. UTZ:

o) Mr. Causey, I have one or two questions.
This large ~-- or heévy 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
: gquestion -- well, go ahead and give me whatever you want.
A In Section 11, Township 17 South, Range 37 East, we

have two control points. In Section 6 of 17 South, 38
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East, we have four control points. Those are the
control points in the approximate SE/4 of the map arca.
Can you give me anything over in the area of 17 South,
36 Dast?
Yes, we have one well in Section 36, excuse me, Section
1 of 17 South.; 36 LEast., It is the extreme westexrn weli
on our B' cross-section.
What Sect;ion?
Section 1. There are also three control points in
Section 12 of Townéhip' 17 South, Range 36 East. 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 a control‘ point in Section 6”of 17
south, 37 East.
pid you give me one for Section 332
Section. 33 of 16 South, 37 EBast is not deep enough, it
has not been penetrated to the Stravn.
So you are a little short in control in the areas of
Sections 33 and 32, all the way down to Section 6 of
17 south, 37 East?
wOuld you repeat that area again?
well, beginning in Sections 32 and 33 of 16 South,
37 East, the north poundaries of your control. I mean

your green line goes over to Section 6 of 17 South,
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37 past. You are a little short in ¢ohtrol at that
point; aren't you?

Yes.

Now, T believe they were called blue, I'm a little
coloxr-blind, obviously, because‘they look more green

to me. I think on your contour surrounding Section 11,

that your control on that isn't too good. 1Is that your

control on the wells in Section 11?

interpretation of the Bank B' wés pféjectéd at greéter
than 50 feet and in this location, 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 is 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 zéne.

" MR. UTZ: Does anyone have any further questions?

* k % Xk %

CROSS~EXAMINATION

BY MR. HINKLE:

S Q

In your previous testimony, Mr. Causey, you indicated
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that the wells which were drilled in Sections 4 and 5
could be’considered as being on 160 acre spacing. Now,
isn't it true also that that is é perfect location for
80 acre spacing because each one is located at the west
end of B0 acres?

A That is correct, kut also, the spacing between them
would have to he taken into consideration.

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

A That is correct, but for practical purposes and drainage
purposes, I believe 160 acres would be moré applicable,

Q You indicated in your last testimony that Y6u used the
wells in Section 11, the discovery well and the well
Pubco has drilled, for your control, Now, 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 geology?

A That is correct, they drilled on this interpretation.

Q So, actually, these wells were not used aé control
points in preparing ;his platz

A In the original interpretation, that is correct.

MR. HINKLE: I might say that our Exhibits are
substantially the same as this and they were obtained from
Pubéo. |

MR, UTZ: It was mentioned, on Cross-Examination,
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that the area was farmed out by Pubco, is the farm-out
on ‘an 80 acre chackerboard?
MR. SPERLING: bThét, as yet, is undetexmined., There
seems to be some aﬁbiguity in the contract,
MR, HINKLE: We will have some testimony on that.
MR. UTZ: Any further questions?
(No response,)
MR, UTZ: The witness may be excused.

(Witness excused.)

% * % *

CHARLES SANDERS,

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

testified as follows:

DIRECT EXAMINATION

BY MR. SPERLING:

o] Please state your name.

A Charles Sanders.

Q Where do you live, Mr,., Sanders?

A Albuquerque.

Q By whom are you employed and in what capacity?

A I am eﬁployed by Pubco Petroleum Cofporation as a
petrocleum engineer.

Q Have you, on any previous occasion, testified before the

Ccmmission so that your qualifications as a petroleum

engineer, are a matter of record?
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Nn, I have not.

In that event, would you please briefly outline vyour
education and professional training and experience
gualifying you as a petroleum engineex?

I graduated from Texas Technology’ College in 1950 with
a B.S., in Petroleum Engineering. Subsequently I worked
for three years for the Texas Pacific Coal and 0Oil
Company in tihe north-central Texas area and later as
assistant division manager for the same company. I

then worked for sixteen yeaxs in west Texas and northwest
New Mexico as a reservoir engineer,

Are you a registered professional engineex?

In the State of Texss, yes.

How long have you’been with fubco?

For three years.

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

Yes, I am.

Would you please refer to what has been identified as
Exhibit 2, please? Tell us what that Exhibit is.
Exhibit 2 is a land ownership map of the‘proposed
Humble City-Strawn Pool and the surrounding area. It
primarily shows the land pwnership of thq proposed pool

and also shows a partial outline of t¢he Lovington East

field.
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And, of ccurse, shows the two wells located within the

propogsed Humble City-Strawn Pool area that have been
completed?

Yes, sir, includihg the Number 3 Shipp -- the Pubco
Number 3 Shipp which is now being drilled in the NE of
Section 1ll.

Now, would you refer, please, to what has been marked
as Exhibit Numbef 3 and tell us the purxpose of that
Exhibit and what it shows?

Exhibit 3 is a tabulation of the well and completion
data for tbe two wells now existing iﬁ the Humble City-
Strawn Pool, the Hardingﬁoil'and Gas Company Shipp Number
1 and the Pubco Petroleum Corporation Shipp Number 2,

the Warding well is 2,060 feet from the

h

The location o
west line and 2,310 feet from the south line in 17 South,
37 East, Section 1ll.

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

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

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

The pefforated intervals for the two wells are
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shown. The Harding well perforatidn is éo an interval
of 32 feet and the Pubco well to 26 feet. The Harding
0il and Gas Company Shipp Mumber 1 had a potential
originally, of 286 barrelsﬁof oil per day with a gas-oil
ratio bf 1,000 and a flowing tubé pressure of 16.

° The well's repotential on April 18, 1972, was
624 barrels of oil with a gas-0il ratio of 1,098 and
a flowing tube pressure of 55.

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

The oi; gravity is essentially the same in both
vells, appr&ximately 45 degrees‘API. “?he net pay of
the Harding well was 34 feet ana’ﬁhevnet pay of the
Pubco was 30 feet.

The average porosity which we defermined on the
Harding well was 5.1 percent and 6.30 percent for the
Pubco Number 2, The permeébility was not determined

for the Harding well and in the Pubc¢o Shipp Number 2,

it averaged 20 millidarcys.

The water saturation was determined to be 25 percent
in both wells,

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

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

b
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Lxhibit Humber 4 is a gammaray neutron log run on

the Pubco Shipp Number 2, On the left side of the log
we sce the top of the Strawn and the ﬁiddle lower zone
at 1,425 feet. The left-hand ccrner of the top shows
tha Atoka at 11,684 feect.

The interval between is referred to as the Strawn

;limestone.

The vertical column on the left side is the deptﬁ
column intexval fo£ the Pubco Shipp Number 2, The
significané factor on this test was the rate of
production which flowed and there was no water recovered.

The shut-in bottom hole pressure was 7,633 and the

final maximum pressure was 3,473 which was reached in

ten minutes and continued at 3,473 for the remainder of-

the 90 nminute shut-in test.

At the bottom of Exhibit 4, we show the porosity
scale for the sidewall neutron porosity log on a
standazd scale. Wé have used this scale 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.

In the lower ihterval, we had 7 feet from 11,463
to 11,470, The total amouﬁt of net pay therefPre, was

30 feet and the average log porosity was determined to
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be 6.30 percent or 189 porosity feet.

I would like to point out, at this time, that
we will refer to the analysis data later, but the core
analysis showed a net pay of 29.,) feet with an average
of 6;0 porosity. The log porosity at the same interval
calculated 5.92 percent, so we do have real 6lose
agreement between the log porosity and the core
p:posity.
Anything else on Exhibit 4 at this time?
I believe that's all,
Now, referring you to what has been marked as Exhibit 4-2,
would you explain what that is?
Exhibit 4-A is a gammaray neutron log run on the
Harding Oil 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
zone was perforated at 11,420 to 11,452. The rectangular
box represents thé drill stem test from 11,420 to 11,475,
The maximum shut-in bdtfom hole pressure on the test was
4,800 PSI which we assumed to be the original sealed
bottom hole pressure, |
And the pressure confirms your tabulation as shown on

Exhibit 3 of the initial bottom hole pressure?

" Yes, sir.

In the lower left-hand corner, you will find the
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{' ! porosity scale which was found to he correlative with
2 the core porosity and the porosity that was used in
3 determining the net feet of pay for this well., This
4 scale was not used hecause we felt it gave an
5 unrealistic porosity vglue, so the other scale was
-ﬁé 6 used and it was determined that there was 28 feet of
g 7 net pay within the perforated interval and 6 feet of
é 8 net pay below the perforated interval for a total of
o 9 ' 34 feet of net pay with an average porosity of 5.1
B 10
‘> percent, or 173.4 porosity feet,
S: i g Any other comments on Exhibit 4, at this time?
g 121 a I might point out that if the standard porosity scale
é 13 had been used, the average porogity would have been
14 3.€¢ percent.

151 o will you refer to Exhibit Number 5 now, and tell us

16 what it represents?

17| a Exhibit 5 is the bottom hole pressure for the field

18 versus the field's accumulated production. The vertical
19 scale on the left-hand side is the bottom hole pressure
20 - and this represents the total production from the field
21 from both wells,

22 | I should point out that there is very little

23 production xepresented by this gréph attributable to the ‘
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25 the arrow is shown on the graph.
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The middle of the graph?
Yas.
The vertical arrow pointing upward?

Yes. Point Number 1 in the upper left-hand corner

represents the original bottom hole pressure of 4,800 PSI

which was taken from the drill stem test of the Harding
Number 2.

With the buildup of pressure in the Harding well,
the pressure reached 4,185 PSI in two hours, and 4,188
PSI in 12 hours, and continued at 4,188 PSI for the
remainder of the 48 hour test.

Point Number 3 was taken May 15, 1972 and showed

" an accumulated production of 23,233 barrels of oil.

This represented all ﬁhat had been produced from the
Shipp Number 1.

On the Pubc¢o Shipp Number 2,kthe pressute obtained
was 3,473 PSI and the maximum pressure was obtained in
10 minutes on the chart and continued at 3,473 PSI for
theAremainder of the test and that was the maximum
pressure obtained..

Point Number 4 was taken June 15, 1972, at a point
of 38,475 barrels of oil whicﬁ'represented accumlated
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 tﬁe‘
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rémainder of the 12 hour shut-in pericd.

Point Numbex 4 included 2,662 barrels of oil
produced from the Pubce Shipp Number 2Jdurinq the
completion procedure, ‘

On the bottom of the Exhibit is a map of both of
the wells. At ‘the center of the circle is “he Hardiné
Shipp Number 1 and at the edge of the circle is the
Pubco Shipp Number 2. This shows the distance between
the tvo wells as being 1,120 feet,

In my opinion, it is logical to infer from the

graph that effective drainage did occur over this distance

of 1,120 feet. ‘From the circle the radius we obtained
was an arcsa of 90.4 acres which, in our Opinibny
represented that the well will drain at least 90,4 acres.
So, in conclusion, I woui& like to make these
points. One, thaﬁ there was a severe pressure loss of
1,767 pounds in the Pubco Shipp Numbexr 2 vhich resulted
primarily f£rom the production from the Harding Shipp
Number l. Number two, that communication apparently
exists in the Strawn formation betwsen these two wells.
Number three, that the shape of the curve is the
shape of a normal pressure decline curve. Number four,
that we have here effective drainage in excess of
1,020 feet == or in excessvof 90.4 acres,

I would like to point out, at this time, that while
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we were completing our well on JuneAlo, 1972, we started
flowing our well at a rate of 758 barrels of oil per
day with & tube pressure of 700 PSI. At the same time,
the Harding Shipp Number 1 had a pressure of 700 PSI.
The next morning, the Harding pumper came over to our
rig where we were working and asked us if we had any
idea what happened to the well. Ve asked him what |
happened and he said it lost 50 pounds of pressure
overnight. After we checked the pressure, we knew the
pressure ha& declined from<700 pounds to 650 pounds
overnight.
~0Of course, our reply to this was that we had

completed our well and it was draining oil from the
same formation.
Anything else at this time, with reference to Exhibit 52
I believe that's all.
Now, if you will refer to what has been marked as
Exhibit 6 and explain what that is.
Exhibit 6 is a report 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
core numbexr 2 is from 11,481 to 11,491, The report
gives an analysis on the interval from 11,440 to 11,491,

The second sheet of_this Exhibit is a summary

of their findings. You will notice there that it is
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indicated that there is 21,9 feet of pay which was
included in the averages for the pay porosity and this
21.9 feet cccurred at an interval of 11,440 to 11,467.
The top ten feet of the pay zone was not cored and the
avexage porosity over 21.9 feet was determined to be
6.0 percent. As I>pointed out previously, the average
sidewall neutron porosity over the cored pay interval

was 5,92 percent.

The other significant factor I would like to point

out is the calculated maximum gas drive recovery of 30

barrels an acre~foot. When we received the report, we

felt this was low and after doing some calculations,

on 80 acres, ve were>definitely concerned enough to take
bottom hole pressures of the formation and have the”
samples analyzed At-the laboratory and this will be our
next Exhibit,

You are referring to Exhibit Number 6-A7

Yes, sir.

If you will explain that, please,

_Exhibit Number 6«A is a summary of the reservoir

sample analyses performed by Core Laboratories, Inc.
The well was sampled and this bottom hole sample was
obtained at a mid-point in the pay zone at-a depth of
11,449 feet on June 19, 1972. At thaé point, the

bottom hole pressure was 3,033 PSI and the accumulated




K

Yy, meier & mc cormic

dearnle

209 SIMMS BLDG.oP.0. BOX 1092 PHONE 24300010 ALBUQUERQUE, NEW MEX!CO 87102

1216 FIRST NATIONAL BANK BLOG. EASTeALBUQUERQUE. NEW MEXICO 87108

10

1

12

13

14

15

16

17

18

19

21

22

<23

24

25

PAGE 36

field production, 38,475 barrels of oil. 7This summary
presents the comparison between 80 acre spacing and :
160 acre spacing utilizing the data from tf]e fluid samples
and also from the previous core analyses. “The first
figure shows an average porosity of 6.3 percent. This
was determined from the sidewall neutron porosity log
that I have previously mentioned. The next figure I
would like to point out is the 25.0 percent average
interstitial water saturation percentage, I will now
skip down to the 16.76 percent ultimate oil recévery,
percentage of oil in place.

These two figureé, the 25 percent fo‘ri the a/erage
interstitial water saturation and the 16.76 percent
for ultimate oil 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 fluid 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 a;nd the original oil in place for 160 acre spacing
was 1,071,568 barrels of oil:

For 80 acre spacing it was 535,783 barrels of oil,

The ultimate recovery for 160 acre spacing was

179,630 barrels and for 80 acre spacing it was 89,815

3
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barrels. The ultimate oil recovery on barrels per
acre~foot was determined to be 37.4 in each case.

The ultimate gas recovery was 953,577 MCF for
160 acre spacing and 476,788 MCF for B0 acre spacing.

The total primary producing life for 160 acre
spacing was 11.8 years and for 80 acre spacing it was
5.9 years, The primary producing life was taken from
the economic limits of barrels of oil per day from the
reservoir and a pressure of 500 PSI to arrive at that
figure.

In arriving at the figure, it was assumed that
productivity would decline in accordance with the effect
of increasing reservoir gas saturation or oil permeability

I have reviewed all of the Core Laboratory reports
and determined them to be accurate and correct.

Mow, based upon this information, do you think -- you
jﬁst said that you deterxrmined them to be accurate and
correct?

Yes,

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

Yes,

As reflected on Exhibit 7?

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

recoverable oil reserves from the Humble City-Strawn Pool

\g
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using the basic data as used in t;é computati;;;
already presented and established, The average porosity
used was 6.30 percent which was the porosity found on the
Pubco well with an average net pav of 30 feet. The

water saturation was 25 percent and the recoverable
factor 16.76 percent.

The formation volume factor of the original botton
hole pressure was 1l.642. The calculations show the
original recoverable oil in barxels per acre-foot and
according to the formula it was determined to be 37.4
barrels of o0il per acre-foot which, of course, is the
same figure that the Core Laboratories determined.

Based upon the computation which you have just gone

verable oil, did you then make

(4
0
al
1]
Q
(o}

through relating
a study of the economics with reference to the proposed
spacing units, that is, wiﬁh respect to 80 acre spacing
and 160 acre spacing?

Yes, I did.

And that study is reflected on Exhibit 8?

That is correct.

Would you explain that, please?

Exhibit 8 is a tabulation of the economics for the
Humble City-Strawn Pool, comparing 80 acre spacing to
166 acre spacing., Under revenue for an average well,

an 80 acre well would produce 89,815 barrels 6f oil,
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1 a figure which has alrecady been established, at $3.56
2 per barxel — plus 476,788 MCF of gas per well at $0.25
3 per MCF.

‘ _ 4 We included the gas economics in the computation

5 pecause Phillips is now laying gas lines to the lease
% 6 . and contracts have been signed and gas sales should
E 7 pegin sometime within the next week.
m § 8 S0, this came up to a total revenue under 80
oEd » 9 acre spacing of $438,938.
8 % 10 Under 160vac’re spacing, thé average well would
W i 11 . produce 179,630 barrels of oil per well at $3.56 per
% 2 12 ) barrel plus 953,<577 MCF of gas for a total revenue of
- 2
_ggu g“é 13 $877,877. gubtracting the royalty and taxes, we have
%% 14 ‘a total revenue under .80 acre spacing per well of
i% 15 $325,472. Under 160 acre spacing, we have a total of
5z
%% % $653,946.
3% 17 The next item is expenses, which is self-explanatory.
s e
%g 18 Total expenses on an 80 acre well would be $295,400 and
%’;‘; 9 for a 160 acre well, the total expenses would be $330,800.
ii 20 The next item is the net profit resulting from
8% . ,
éi 21 subtrécting the total expenses from the total revenue
3% 2 and the net profit for an 80 acre well would be- $30,072
g% 2 and for a 160 acre well it would be $320,146.
ig 2 The profit to investment radio, is 0.12 on 80 acxe

spacing and 1.27 on 160 acre spacing.

2 I —
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Down at the bottom of the Exhibit is a note that
the analysis does not consider any dry holes that may
be drilled.l Estiﬁated dry hole cost if $162,000.

On the basis of these calculations, a producer on
160 acre spacing will support two dry holes while it
will take five times the net profit on 80 acre spacing
to support one dry hole. ;

I would like now to refer back to Exhibit 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 barrels,
while the recovery for 160 acre spacing was calculated
at 476,788 barrels.

If you woﬁ*d refer to Exhibit 1, the wells are
colored in green to the NW of the Pubco Well and the
Harding Well., In Sections 4, 5, and 6 of Township 17
South, Range 37 EBast, versus the wells in Section S'in
the NW corner, shows the_totai recovery from the B'
zone, the same zone‘that the Harding and Pubco wells are
ié, to be 60,297 barrels. This won't appear on your
graph because our draftsman forgot it.

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

The next well in the NW/4 of Section 5 showé a total

: 2
recovery of 19,647 barrels of oil, These three wells




Pace 11
‘ i have all beeﬁ plugged and abandoned.
% _ 2 The well in the SI/4 of Section 32 shows an ultimate
§ 3 recovery of 421,768 barrels, This ultimate recovery |
ifﬁ 4 was cdalculated from extrapolation of production history.
S However, it has to be pointed out that recovery from the
%g 6 well is from both the B' and the C zone, so we do not
gg 7 feel that it is really comparative with the B zone
s 8 wells, further up on the map.
§§ 9 In Section 31, close to the center, we have a well
’g% 10 the:e in the NW/4, in the SE corner of the W9J/4, which
Ei. 11 ‘had produced a total of 17,040 Larrels of 0il before it
'ég g 12 was abandoned. Then, about two miles north, in Section
é | §° 13 19, 37 East, 16 South, in the SW/4 of the Section, we
gg i‘ have a well which produced over 100,000 barrels from
;g 15 the B' zone. The well produced a total of 132,597
%g 16 barrels of oil. This well is still producing at a rate
S
%g 17 of 7 harrels a day.
25
g; 18 To the left of that, just across the Section line
é; 19 in Section 24, 36 East, 16 South, this well produced a
b ,
;% 20 total of 4,115 barrels of oil from the B' zone. North
ég 21 of that, in Section 18, the SE/4 of Section 18, we have
60
32‘ 22 a well which is still producing 29 barrels of oil per
¥
2k 23 day.
EE 24 My point here is we have only one well producing
25 fromjthg B' zone which has produced in excess of 100,000
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barrels of oil, This would indicate that these would
be economic failures in as much as one well on 80 acre

spacing would produce, as we have calculatcd, 89,815

barrels of oil. It is easy to sec how four ¢good wells

would be required to support one dry hole and these
other wells I have been talking about, must be economic
failures.

In conclusion, I would like to make three points.
First, it is our opinion that onea well wiil effectively,
efficiently, and economically drain 160 acres. 1Two,
it is my opinion that 160 acre spacing will permit the
drilling of economic wells»whereaé we have presented
information here establishing the fact that 80 acre
spacing will result in the drilling of unnecessary and
uneconomic wells, Three, it is my opinion that 160 acre
spacing development of the Humble City-Strawn reservoir
will insure the operators that they éan obtain profits
even though some dry holes will undoubtedly result,
regardless of the spacing which may be chosen.

Do you have anything further, Mr. Sanders?
No, sir. |

MR. SPERLING: I would like to offer our Exhibits

1 through 8.

MR, UTZ: Exhibits 1 through 8 will be entered

into the record of this case.
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(Whereupon, Pubco's Ixhibits 1 through 8
were entered in evidence.
‘MR. SPERLING: I have nothing further,

* Kk k Kk &

CROSS~EXAMINATION

BY MR. HINKLI:

0

Mr. Sanders, I refer you to your Exhibit Number 5, I
don't believe that you testified how long your well
Number 2 was shut~in at point number 4. Do you know
how long it was shut-in?

Yes, 12 hours.

Now, in connection with Exhibit 5, I believe you said
that this showed a severe pressure loss?

Yes, sir.

And that this indicated good drainage between the

two wells?

That is correct.

Isn't it also indicative of a limited reservoir?
Naturzlly, any reservoir is limited.

I mean a.small reservoir. Doesn't it indicate that this
is a small reservoir rather than a large reservoir?

Suéh could be an indication, however, it also, as I
believe our testimony has indicated, shows that this

is an extremely:permeable section in the vicinity of our

well and your well and that such permeability gives real
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A

good pressure communication between the wells whereas
in a r~al tight resecxvoir, often times you reach 99

to 95 percent bottom hole pressure within thq‘first

100 fcet from the w:ll bore under producing conditions.
Well, you had this pressure drop when you located your
Mumber 3 well, did vou not?

No.

You didn't have it at all?

No, sir.

You knew it was dropping when you drilled the Nunber 2
well?

Yes, wae had access to Harding information.

But you didn't take that into consideration in

locating your well as close to the Number 1 well as you
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 within 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, the only assumption we made here is that a 160 °

acre well would have the full 160 acres to develop

1
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porosities of the qualities we have shown.

MR, HINKLE: I think thét's all I have,
MR, ﬁTZ: Any further questions?

(o response.)

MR. UTZ: The witness may be excused.
(Witness excused.)

MR. UTZ: ©boes that conclude your Case, Mr. Sperling?
MR. SPERLING: Yes.

MR. UTZ: You're on, Mr. Hinkle.

* & k& & %

RICHARD F. SPENCER,

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

testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

Q

A

Will you state your name, residence, and occupation?

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

and my occupation is an independent consulting geologicst.
Have you ?reviously testified before the New Mexico -

0il Conservation Commission?

No, I hgve not,

Would you state, briefly, your educational background
and experience as a geologist?

I am a graduate geologist of Texas Tech. I have 14 years

experience, including working with Pan American Petroleum.
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45
I am a certified petroleum geologist,
é What companies have you heen with prior to becominsg
an ;ndépendent consulting geologist?
A Well, I stated Pan American, PForestor, and I have heen
self-employed for a year ana a half,
0 Are you familiar with this area under consideration?
A Yes.
Q And the pools in the vicinity?
A Yes.,
0 The NE and East Lovington pools?
A I am very familiar with them.
Q And have you made studies of the well information
available in connection with thig?
‘A Yes, my partner and I worked the area in some detail

sometime after the Pubco Shipp Number 1 bottomed at
9,162 feet. After that well was bottomed, my:partner
and I went to the Pubco Corporation, Oil Corporation, to
seek a farm-out because we felt this area was quite
represeﬁtative of the Strawn and other zones.
MR, HINKLE: Are the witness' qualifications
acceptable?

MR. UTZ: Yes, they are.

Q (By Mr, Hinkle)} Have you prepared, or has there been

prepared under your direction, certain Exhibits in this

Case?
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That is correct.

And thay have bcen_markeé?

Yes.,

Referring you to Exhibit 1, what doés that show?
Exhibit 1, as you can see before you Hr, Examiner, is‘
just a regional map. This map shows the outlined fields =
with the Permean Basin area stratographically located.
Referring you to Exhibit 2, will you explain what that
is?

Exhibit 2 is an isopach map of tlie B' Strawn facies. This
is the same zone Mr. Causey referred to earlier, I am
'teferring to the cross~section on the wall.

What Exhibit is that?

That is Exhibit 3. We concur completely as to the
stratographic breakdown of the Strawn formation and
this map;'Exhibit 2, reéresentskthe 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 have produced from the B' Strawn. The
blue designations are wells that have penetrated and
produced from the B Strawn bank facies. The orange
represents wells produced from the C bank facies.

The map is contoured on 25 foot contour intervals.,

And the map also shows the location of the leases in

N
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in and around the Harding Shipp discovery well in
Section 11, .

Also on this map, is shown an 80 acre checkerboarad
on all the acreage Pubco has a leasehold interest within
the immediate area.

I will point out initially that in the SW/4 of

Section 11, where the discovery well is located, the

‘Harding Shipp Mumber 1 well, this well was penetrated

from 9,162 feet which was the total depth Pubco reached
in this wall, This well was deepened from that yoiht
down to a depth of 11,861 feet into the Atoka.
Undexr our contract arrangement, farm-out arrangement,
we were to deepen this test to a depth where we would
be 100 feet Eelow the depth'drilléd and the acreage was
to be designated to the unit, whatever that unit would
happen to be, if it was 80 écres, it would be 80 acres,
On completion of the initial weil, we would have
the option to drill a second test and all continuous
development would be on a 120 day continuous development.,
Now, we are here today to set up -- £o talk about \
special pool rules for the Humble City-Strawn Pool
includingjprovisions for 80 acre units and assignments
of all discovery allowables for the Shipp Well Number

1 located in unit K of Segtion 11, Townsh;p 17_South,

Range 37 East, Lea County; New Mexico.
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This pool arrangement on 80 acre spacing would
be similar to the Lovington NE and Lovington Last field,
They are on 80 acre spacing; are they not?
This is corrxaect., In our initial discussions with
?ubco, this was taken into consideration and it was
felt that these would be the probable field rules for
the Humble City~Strawn pool. \
bid your farm-out agreemert provide for 80, 40, 160
acrxe spacing, whatever spacing unit was determined by
the 0il Conservation Commission?
This is correct.
But the chéckerboard which you show on Exhibit 2 indicates
the checkerboard prevailing under the farm-out agreement,
if the checkerboard showed 80 acre‘spacing and the Oil
Conservation Commission approved 80 acre spacing; is that
right?
That is correct.
Now, I believe you said that yvou agreed with the cross-
section which Pubcb has presented, it is the same as you
are presenting herxe?
Yes.
Do you, by ﬁhese different zones, indicate this is a
separate stratographic trap withia the Strawn formation
or that ﬁhere is communication between these two zones?

In focusing our attention now on Exhibit 3 and Exhibit 4,
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they are éxactly the sane wells as Mr. Causey showed
on his cross-section with exactly the same designations.
I do definitely agree with Mr. Causey‘in that this is
a Strawn formation here. Thére’are probably -- more
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 here -- reaching bacak
here to Exhibit Number 2, you can see that these zones
are very erratic, of a very erratic nature, both
horizontally and vertically ahd you can see Dby the
blue designation on the map over here, that the B bank
facies is coming back to the south and west. This facies
disappears -- doesn't disappear, but the rock
characteristics change and you can see a nurber of dry
holes that have peen affected in Sections 16, 17, and
20 in 16 South, 37 East, and the wells dbwn here in
Seétion 19 and Section 24.

what I am saying here, is that each one of these
units, e#ch one of these stratographic units, right in
here, affect the individual stratngaphic trap with no
particulax emphasis being4p1aced ph the present day
structure.

The 1€0 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 are independent of one another. In essence,
what I am saying, is that the Strawn being deposited from
the same envircnmental deposition, does have, within it,
individual stratographic traps that are verxy erratic
and very difficult to find and this is why Pubco-cam-e
so close to the initial discovery well. You can pick

up new zones, productive, 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 here (indicating)
produces from B' facies and this well (indicating)
produées from the C facies. These two wells are only
2,550 feet aparﬁ and it is very possible with 160 acre

spacing, that one of those zones may have been missed,

especially the C 2zone,

You could have a situation where, if~yoﬁ had 160 acre
spacing, you might have one producing well and a good
par: of thé 160 acres might be barren or have no
production at all?

Absolutely. You can sece 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 particular well is
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producing from the B facies and it is surrounded by

dry holes. There are dry holes in Secctions 29, 30,

19, and the one in Section 20, ‘'That ﬁarticular well

has produced over 900,000 barrels of oil on 160

acre spacing and it is possible that that 900,000 barrels

of oil might have been missed. |
Now, granted, thi; is not in the same zone and it

may be within 25 or 30 feet from the producing interval

of the Harding Shipp ¥ell, but it is in the same suite

of rock deposits and under the same depositional

environment which we hope td find productive in the

general area of the discovery well.

‘I believe you mentioned previously, that your partnership

is Spencer and Hudson and you mentioned the fact that

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

| relationship to the Harding Oil Company?

Our relationship has been that we are geologists, and
we generate drilling prospecﬁs for companies such as
Harding. We have a gocd working relationship‘with
Harding. We offer consultation advice which we have
done from time to time over the last year, and this is
basically our relationship, primarily that of a
consultant.

You have made a deal with Harding 0Oil Company to

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

From our farm-out agreement which was consummated on
November 5, 1971, with tﬁe Pubco Corporaﬁion. We later
got approval from the Pubco people to réassign;our
rights to the llaxrding 0Oil Company and Harding assumed
our obligations and reentered this well and fulfiiled
our obligations that we had under the contraét.

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
discusé?

I would just like to point out, from a geolcgical
standpbint here, that you can see, as I pointed out
before, in the SE/4 of Section il, Pubco's two wells,
are as close as they legally can pe. Also, they are
drilling the Number 3 well up in the NW/4 and our Number
2 well is in the NW /4.

This means there are four wells clustered together
and any well that would be drilled beyond these four
wells would be a considerable step out with 160 acfe
spacing. Backing up to the well in Section 19, how
hazardous that would be as to ﬁicking up these individual
zones that might be carrying_substantial amounts of oil.

We might not find these zones as a result of this wide




: 1“‘

T A S 5 e L s L e s Bl - it

K

v, MNEler & Mc cormic

dearnle

209 SIMMS BLDG.4P,0. BOX 10020 PRONE 243-669010ALBUQUERQUE, NEW MGXICO 87103

1210 FIRST NATIONAL BANK BLDG. EASTVALBUQUERQUE, NEW MEXICO 87108

i0

1

(2 )
o -

14

15

16

17

18

19

21

23

24

25

PAGE> 54

step out and I believe that is primarily what I would
like ﬁo say here.  There is no xesl basis on which to
say how large this field will be. TFrom a geological
standpoint there 1s no immediate control over this
immediate area, the only point of control we have is
in Section 8 and these wells back herxe (indicating) in
the Lovington East pool.

In Section 11, we had one point of control with the
Pubco Number 2 well and because of the geological and
engineering datum that was withheld from us, therxe was
no way of telling just how largs the pool might be.

The datum certainly points out the risk factor by

t+h ition of the two cross-sections.

t

[}
4
(!
e}
P

the nature of
These show this is a risky area and there are zones

that likely could be missed by wide spacing in the area.
If the geoclogical informatién as shown in Exhibit 2 is
correct, it would be a limited'field as farnas t@e area

t not?

f 220

extending to the north and souti; would
This is true., Referring back to Pubco's map, you will
recall that the area went beyond the zero isopach line
and their configuration was not exactly the same as ours.
Hé@éver, there was nc way of telling hoﬁ large the

field might be. However, it is our hope that with proper
development, we will be able to pick up these other

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

MR, HINKLB;‘ That's all I have on Direct.

MR, UTZ: Any questions?

k kX X* &k %

CROSS~EXAMINATION

BY MR. SPERLING:

Q

Mr. Spencer, would you indicate which of the three

areas that you have referred to, B, B' and C, appear

to have the greatest arcal extent insofar as your

studies have shown?

The greatest areal extent as far as continuity is

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

but as far as reserves)of one well, the one located down

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

C zone. It has produced in excess of-900,000 barrels.
From a reserve standpoint, the blue would be the

greatest and this well could have easily been missed on

‘a 160 acre basis.

pid you consider development of the Last vaington Pool
on 160 acre spacing risky?

I suspect that 86 acre spacing would have developed and
drained what they would have on 160 acres.

Do you know what did@ develop and drain?

Well, this will come in further testimony.
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liave you made calculations whiéh would indicate to you
the area extent which would be necessary to produce
900,000 barrels? |

No, but that will come, I ﬁelieve, in later testimony.
Do you have an opinion as to the areal extent around
the Getty-Monty Humbexr 1?

The only thing I could showvyou here would be the
development pattern around these wells appear in
Sections 17, 16, 20 and 23. These are producing vells
with one dry hole.

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

It would depend oh the vertical extent.

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

vou can certainly see from this (indicating) that this
area could easily have been missed.

Do you feel the drilling area is in excess of 160 acres
here‘(indiéating)?

I couldn't say.

At least 160 acres?

At least 80 and maybe 160 at most.

Now, you have referred to the farm-out agreement between

Pubco and your partnership, isn't it true that the

———
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agreement contemplated not only 80 acre spacing, but
also‘lGO acre spacing and as high as 320 acres?

Thié iy correctt

$o we are not talking about contract provisions, limiting
the acreage to 80 acxes?

That's correct. We initially talked with Orin Crane

and he was later replaced by Dale Harrison and we talked
about 80 acre spacing in these two fields, however, we
feit it would not be good business to draw up a contract
that would not include 160 and 320 acre spacing.

You were really‘talking about 160 acres, were you not?
Mo, we weren't. We could not have been talking about
160 acres. Based on what you see up here (indicating)
we didn't rule it out up here (indicating).

You spoke about the difficulties in fiﬁding these other
‘possible producing zones within the Strawn and the

possibility of missing them on a 160 acre basis; isn't

that true? From a volumetric standpoint, isn't it true

that you might have geoclogical success so far as locating'
one of these was concerned and, at the same time, have
econonmic disaster?

This>is very true, but I think in answering that

question, if you look at the Pubco development, you will
see £he proximity to this well here definitely points

out they considered the economic potential of the area,
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but certainly considered the risks involved hefé, and
also, the other advantages in the way of additional
zones, that I tend to believe extend out of this area.
Do yvou think 160 acre spacing eliminates the development
of these other zones?

I think it would be hazaxdous with 160 acre spacing. Ve
féel that the dry hole here (indicating) would have
prohibited us and Pubco from developing other locations

e d

such as thase (indicating). In Section 16, you will sce
the dry hole in the SW/4, and then again in Section 19
you will see a dry hole in the SW/4, then again ia
Section 30 in the NE/4, and then again in Section 29 in
the NW/4.

- Any one of these dry holes night have prohibited
additional drilling in the area and I tend to think that
if additional dry holes had been drilled, some of these
additional wells might never have been developed and
that would have slowed the Strawn development in the
area.

Do you have an opiﬂion as(to whether or not one well

in this area as it is presently completed within ‘the
Humble City Pool would drain in excess of 80 acres?

No, I really don't. I helieve our engineer will testify
to tﬁat.

" MR. SPERLING: That's all I have.
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ﬁﬁc UTg; .$ny other questions?

MR. HATClH: There has been,“I believe, reference
made to 80 acre spacing in the East vaington bool, I am
not sure that is correct.

Would you have any exception to the Examiner
studying compression records to see what thewcorrect spacing
is in the Last Lovington Pool?

MR. HINKLE: I would certainly recommend that.

MR. UTZ: We will take administrative notice.

(Witness excused.)

* & &k * *

ROY C, WILLIAMSON,

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

testified as follows:

DIRECT EXAMINATION

BY MR. HINKLE:

Q Would you state your name and residence?

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

Q Have you been enployed by the Harding Oil Company as

“a consultant in this case?

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

A I have.
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PAGE 60
0 And have your qgalifications as a petroleum engineerx
been accepted as a matter of recordf
A Yes, my qualifications are‘aimatter of record with the
Commission.
0 Have you, since your employment, made an independent

study of the Humble City-~Stxawn Pool?

A Yes, sir,

MR. HINKLE: Are the witness' qualifications
acceptable?

MR. UTZ: Yes, they are.
Q (By Mr. Hinkle) Have you prepared or has there been

prapared under your direction, certain Exhibits for
introduction in this case?

sir, there have been.

Q Referring you to Exhibit Number 5, would you explain what

this shows?

A Exhibit 5 shows the logs from the four wells that were

pointed out in Exhibit Numberxr 2, These are located in
Sections 16, 17, 20, and 21 of Township 16 South, Range
37 Bast., Mr. Spencer has referred to the fact that the
wells in Sections 16, 17, and 20 are producing from the
Strawn section, and the well in Section 21 is a dry

hple.

I would like to direct your'attention to Exhibit

Nunmber 5 which shows the pe:forated intervals of pay
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. development for the thyxee producing wells., We can sce

here thot the State ¢ Numbey 2, which is in Section 17,
has a perforated interval. These are all neuntron
porosity ldgs. The well in.Section 16 is perforated.

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

In Section 21, which was the dry hole, we see
that the pay has failed to develop and this, again, just
points out the fact that we do have very rapid change
in porosity and permeability development over very
short distances in this field.

The three wells that are producing are all producing
in excess of 200,000 barrels of oil as of the first
of 1972. I might point out that the well in Section 24,
is rather spotty with an accumulative production of
4,115 barrels of oil. The well in Section 19, the
Clinton-Monty State Number 1 shows 113,000 barrels which
again, shows the rapid change in the producing
characteristics over véry short distances. In Section
20, we have the Getty well, which has been referred
to before and which has produced over 900,000 barrels
of oil.

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

in Section 19, is rather spotty’and has produced about
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15,000 barrels of oil as of the first of the year.

Calling your attention déwn to the Lovington Rast
field, in Section 4 of Township 17, South, Range 37
Last, we have'the‘Getty State U Number 1 that has
prodhéed about 19,600 barrels of oil before being
temporarily abandoned and plugged back to the Paddock.
In Section 32, we have the Getl:; State P Number 1
which has produced 419,000 barrels of accumulated
production as of the first of the year.

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

Referring vou 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 Qell. I have depicted sections here that
include what has been deﬁermined 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 ﬁave a 4 percent porosity cut-off
line and the average porosity line as exhibited by the

sonic log, is approximately 4.8 percent. We understood
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by the volumetric method. The fluid samples on this

race 63

MtlAmt Pubco had cored their Number 2 S‘l‘xipp, but the
infofmation wés not available to us, so I needed to nake
50me c:al\\chlations utilizing .porogities that were a little
more representétiVe because I felt this one herxe was

low,

I utilized the sidewall neutron logs, mainly because
they were the best logs available, qnd théy were
porosity logs from the wells in Sections 16, 17, and
20. A‘

In analyzing these logs, I arrived at an average
porosity of approximately 8 percent which was used in
my calculations. I see now, from the datum that this
was probably high by some 25 percént. .

I refer you know to Exhibit Numberx 7; will you explairi
that?

Exhibit 7 is a comparison of the reserves calculated

well indicate a bubble point of 2893,000 pounds and.
an accumulative production of 10,090,

On Exhibit 7, bottom holé pressure was again
measured and was found to be 4,188 pounds and fron
eliciting data from the fluid analyses, we were able to
detexrmine the Eformaﬁ:ion volume factor that was initially
representative of the oil fomati-ori and vas reptesentativek

of a pressure of 4,188 pounds.
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Utilizing the simplified version above the bhubble
point 1 was able to calculate from available data, the
amount of stock tank oil originally in place in the
reservoir. The figure was calculated to be 741,609
barrxels of oil., Without having better datum, I just

assumed for estimation purposes, that the recovery

.would be approximately 20 percent and Pubco has shown

it to be 16.67 percent, I believe,

I might point out two things that might alter the
calculations of reserves. It is very possible that, in
view of the fact we do have bugular poroéity we should
have matrix porosity due to the fact that the pressure

buildup has been so rapid.

s my feeling that the rapid pressure buildup

FA-

it
is probably occurring from the bugular porosity of the
resarvoir and the pressure measured here probably is
pressure contribution from the bugular porosity of the
reservoir, as opposed to the matrix porcsity.

So, if we had a longer 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 bugularAporosity, i
ﬁhink our recovery factor could possibly be somewhat
higher than the standard 20 perxcent. I think the datum

indicates that we have a very limited reservoir and
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indicates that this field is right in line with what
we have seen in the Lov;_'mgton\ East and Lovington North-
east fields where those fcservoirs have indicated that
they are somewhat limited in size.

Referring back to Exhibit Number 1, I think reference
has been made to the three wei‘ls in Sections 6, 5 and
4 of 17 South, 37 East. These wells are essentially
drilled on 160 acre spacing and the well recoveries
shown indicate to me,' that they are not draining the
acreage. We don't know what they are @raining hecause
they are all uneconomical wells so it is immaterial
whether they are cn 490, 80 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 reserxrves. So I think we need to look at
the basic requirements in view of the reservoir
characteristics.

Referring back to Exhibit Number 7, 'I think that
I mentioned before that the sonic log‘ on the Shipp Number
1l indicated 4.8 porosity and the average porosity from
Pennsylvanian oil wells, was about 8 percent.‘ I felt

g percent was near right, but was probably high; but

‘on tha other hand, 4.8 was low. Anyway, that was the

number I utilized on my calculations.

‘Again, I estimated the recovery of stock tank oil
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to be placed at 2¢ percent., Utilizing the original
formation volume factor, 1 made a volumetric calculation

of 0il in place pex acve foot and found it to be 52

" parrels of oil per aére foot.,

My calculations of the net pay from the sonic

log of the Shipp Number 1 well was gubstantiated not only

by the log, but from the time log which indicated that
we do have rock that is more easily drillable here fox,
I would suppose, greater porosity.

I detexmined from this 46 feet of net pay and I
then calculated the recoverable barrels of oil on an
80 acre basis and on a 40 acre pasis. On a 40 acre
basis, the total was 95,000 barrels and on g0 acres,
191,000‘barrels.

Now, if we assume that the average porosity in the
area of the Shipp Number 1 well is -approximately 25
perce).t too high, and that would be indicated by the
pubco data, that would redugs the 80 acre drainage by
25 percent and put it at 150,000 barrels which agrees
with the 148,000\barrels figure.

So this data indicates that we &re dealing with
a reservoir that might not be bigger than 80 acres
to start with., 1 hcée, for the sake of the operators,

that it proves to be larger, but the data on hand to

- date does not indicate that it should be larger.
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We could take the 80 acre total and multiply
by two ana show we would get 400,060 barrels by draining
160 acres, but I think tﬁe data that has been calculated
indicates that we do not have a ressrvoir that big.

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

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

I believe so.

Referring you to Exhibit Number 8, would you explain
that? ’

Exhibit 8 is a study of the economic development. In
arriving at item number 1, we utilized $3.44 per barrel
of o0il and $0.22 per MCF of gas. I utilized an average
of 1,000 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 téxes 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.
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On 80 acre spacing, I think we probably have a
reasonable prospect,we certainly would get our moncy
back,hplus some more and changes are that we might
deveiop more resexves by means of two things. One, the
recovery might be greater than 20 percent and this
would be a majorkthing that I think we might see. And,
also, the pressure that we have measured might be a
little highex than we think, at least this is my
opinion., Of course, if the pressure is higher, we should
show more oil in place.

Now, I might mention‘that the pressure taken in
the Shipp Number 1 was after production of some 10,900
barrels of oil. At that time, calculations should have
been made as to what thé volumetric oil in place should
have been.
Do you have any comments with respect to any of the
Exhibits introduced by Pubco? |
I might make a comment on Exhibit Number 5, their
Exhibit Number 5. Again, I believe the location of
their well Number 3 would probably be just about on
this line (indicating), I'm not sure of that though,

This would indicate it Qould be sharing the
drainage area that the Harding Number 1 is sharing and
which would indicate that we now have essentially three

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

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

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

The rapid changes would not only affect drainage,
but actuai pay development. We have gsaid that these
wells, in this area, do change very rapidly and we have
seen where a well will recoVer a lot of 0il right next
to a dry hole.

The communication between the Harding well and
the Pubco well is obviously very good and I think that
the risk that is inherent in this reser&oir was exhibited
by Pubco in its desire to drill their well as close to
the discovery well as they could get.

‘With the risks involved in this reservoir, I

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

a dry hole. I would rather share the reservoir with

someone than get a dry hole.

Do you have any further conclusions?
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You have good rock development in the rescrvoir and

the economics of 80 acre spacing will be very adequate,
If you did not have good rock development the fact

you drilled on 160, or 320 acre spacing would not lelp
you economically because, with poor rock development,
you are not going to be able‘to drain a very large area
anyway .

Is it your opinion, then, thét the adoption of temporary

80 acre spacing will be in the interest of conservation,

“offhydro carbons and the prevention of underground

waste?

Yes, sir.

Would adopting 160 acre spacing protect correlatiye
rights?

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

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

I think that possibly the Exhibit of Pubco, Pubco's
Exhibit Numbex 5, that indicated bottom hole pressure
tﬁat 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

N
8]

certainly hope so, because that would meénithere would




K

y, meier & me cormic

dearnie

UVQUERQUE., NEW MEX!CO 87102
ERQUE, NEW MEX1CD 87108

209 SiMMS BLDG.e P.O. BOX 1002 e PHONE 243-06919 ALSB

1216 FIRST NATIONAL BANK BLDG. EASTeALBUQU

10

11

12

13

14

15

16

17

18

19

2t

23

24

25

PAGE 7]

be moxe resaexrves to be produced.
MR, HINK;&: we would like to offer Exhibits 1
th;ough 8,
Mﬁ. UT%Z:s Exhibits 1 through 8 will be enterxed
into the record of this case.
(Whereupon, Harding's Exhibits 1 through 8.
were entered in evidence.)

MR, UTZ: Any questions?

x k h Kk %

CROSS-EXAMINATION

BY MR. SPERLING:

Q Mr. Williamson, referring again to Exhibit Number 2,
I believe it is, and the three producing wells that
you referred to and the one dry hole which are in Ehe
Lovxngton Northeast Pool area, do you have an opinion
as to the extent of the area that those wells are
draining and have drained?

A Yes, I have, Look at this (indicating) and it is my
opinion that those wells are very capable of qbtaining
a production that they had exhibited from 80 acre
spacing. |

Now, this line will show what the pay interval is.

In other words, there has not been sufficient testing

in those wells to indicate how far the pay zone extends

below the pore formation.
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So, by referring to Exhibit &, we can see the

perforated intexvals are in the top of the indicated

. porosity zone.

In considering the volume of oil produced from sone
of those that have been drilled on 80 acres -= well, I
think the highest =-- well, I don't think we are looking’
for 900,000 barrels -- naturally, ve will be looking for
it.
Even on 160 acre spacing, it could occur?
What about 160 acres?
It could occur on 160 acre spacing?
Oh, ves.
Now, if this -- if your conélusion concerning the extent
of this reservoir as possibly being confined to 80 acres
is true, should not the next step be taken in orderxr to
confirm whether it is or not?
I1f we determine this from subsequent pressures, I,
personally, if I were;%n operator spending my money,
wouldn't drill another well anywhere here before I got a
large pressure buildbp. I feel it is a greater risk
stepping out on a 160 acre basis because you axe very
likely to miss:partﬂof the reserxvoir these wells are

producing from.

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

Cobviously they did not feel the well justified gbing any
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deepexr to the Strawn.

0 I believe you already reduced youxr volumetric calculations
scme 25 percent?

A Yes.

Q Now, in arriving at your net pay figure, how did you

conclude there were 46 net feet of pay when there seems
to be an indication of a maximum of 34 feet?

A I took all the net pay above the 4 percent porosity

cut off which was confirmed by the log on the Shipp
Number 1.

Q Weuld yoﬁ’consideé this core information to be more
reliable?

A I would suppose it would be, yes.

Q What kind of scale did you.use for the 4 percent cut off

} in porosity?

A What kind of scale?

Q Yes, porosity scale.

A I calculated the matrix velosity for the reservoir and
used the time equiyalent equation to calculate what: 4
percent would be,

0 Now, if I underxrstood your testimony correctly, I beiieve
you suggested temporary 80 acre spaqing. wWnat exactly
do you mean by that? |

A Well, as I understand it --

" MR, HINKLE: That is what the Application is for, G
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temporaxy.

Q (By Mxr., Sperling) Well, are you‘suggesting the
"possibility that, at sowme time in the future, this be
‘éxpanded to 160 acre spacing?

A I have no feel for that, as far as I am concerned, N

permanent 80 acre spacing rules could be adopted.

Q Do you think that Pubco's\Exhibit 5 shows that the

Harding well is draining in excess of 80 acres?

A It shows 90.4 acres.
Q Do you agree with that?
A If we assume the reservoir is homogeneous within the

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

limited reservoir that is smaller than 90.4 acres.

Q But you don't have any evidence of that?
A No, there is none in existence.
Q Did your studies indicate the presence of fractures

insofar‘éé these zones are concerned ;ﬁ the Strawh and
possible- communication between them?

A I have no data as to fracture conditions in the

reservoir, perhaps the core analysis would show it.

Q Mr, Williamson, on your Exhibit Number 2, I notice you
have a location shown to indicate your Number 2 weli
in Sectiwvn 117

A Yes.

Q What are your plans as to the drilling of that well?
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oA T will defer that to the operator.
2 Mp. HINKLE: The next witness will cover that.
3| g (By Mr. Sperling) Do you know about the Pubco well
4 drilling, the well just to the north of your location?

5| a I was told that it was around 9,000 feet, that's all
6 the information I have had to date. " g
MR, SPERLING: I have no further questions.
8 MR. UTZ: Any other questions?

9 (No response.)

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

y. meier & mc

11 {Witness excused.)

12 X kR Rk k%

13 JAMES JUSTICE,

- dearnle
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14 | was called as a witness and, having been already duly sworn,

R TR e nEe SemE sags weet  eemy
cormick FUR |

15| testified as follows:

16 DIRECT EXAMINATION

17 | BY MR. HINKLE:

18| Q State your name, residence and poeition, please.

19| A My name is James O. Justice; my‘residence in in Dallas,
20 Texas; and I am chairman of the boa;d ana chief executive
21 officer of Harding Oil Company. '

2| Q What is the relationship between Harding Oil Company

23 and the Spencer and Hudson partnership?

1216 FIRST NATIONAL BANK BLOG. EASTOALBUQUERGUE, NEW MEXICO 87108

4] A We have a consulting arrangement and we work with them

25

on g'nhmber of different prospective drilling oppozcunitieL'
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and tcok from them, at theilr reconmendation, thoe
Pubco farm-out that had been made to them previously in
November of last vear,

0 And you have assumed respongibility for complyind with
the Pubco contract?

A Yes.

Q And Harding Oil Company deepened the Pubco wall and
made the discoverY?

A Right, there was a good opportunity from three standpoints
one, the potential of the reservoir; two, the opportunity
for developing acreage sigﬁificant to us, and third,
the opportunity for return.

Q State, briefly, how the Harding 0Oil Company is operated.

A Basically we obtain prospects from consulting geclégists
of which Spencer and Hudson are major contributors. We
offer these through an investing public.

Q Have you given notice to the public company of your
attention of drilling the Number 2 well in the *ime
provided by the farm-out agreement?

A Yes.

Q What procedure are you following?

A Shortly after completion of the Shipp Number 1 well
we pre?ared our s-10 registratibn and submitted it to
the Security and Exchange Commission for their review.

There is a 120 day clause associated with this and we
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recognized that because of the time this would be
difficult to achieve.

Have you filed with.the Security and Exchange Commission,
a plat or pléns for development not only of the Number

2 well, but of the acreage in general?

Yes, in our initial registration with the Se( .rity and
Exchange Commission, we fil§d<for the development of the
acerage on 80 acre spacing if it were oil and 320

spacing if it were gas.

This action was taken by us not only from the
recommendations of the consulting geologists, but also
on our own hLouse investigation. We felt that, as a
result of examining the area, from the way it drilled
and the way it drained, that producing on 80 acres
presented the optimum kind of spacing 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 be difficult for you concerning your
Application with the Security and Exchange Commission?
There would be several adverse «¢ffects, a significant
time delay would be associated with it, énd it would
require refinancing,

It would also require changing the ground rules

under which the offers would be made. . This would be a
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difficulty not only with the Security and Exchange
Commission, but I think it would put our contract in
jeopardy so far as our ability to meet the time require-
ments of the contract are concerned.

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

Yes, we have applied -- we have made application to drill
two additional wells. These applications are being held
pending the outcome of this hearing.

Can you tell the locations of those wells?

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

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

From all the ;pformation which has been available to

you and from emplaying consulting firms, have you formed
an§ concluséons as to hoﬁ the area should be developed?
Yes.

From a conqeryation standpoint?

Yes., ‘First of all, we feel the original assessment

and conclusions have been confirmed.

Secondly, we feel that it would be in the interest

_of our investors to continue on 80 acre spacing.
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Third, we feel that in the interest of conservation,
it will effectively and efficiently drain the acreage
based again on the assessments ‘obtained form the
consulting engineers.

Fourth, we feel that it will also preserve the
correlative rights of others in the are‘a, that 160 acre
spacing, in our view, would jeopardize.

Have you any objections, or any favorable comments from
any operabtors in the area concerning your Application for
80 acre spacing?

We have gotten letters of support from several people in-
the area; Mr. H. L. Brown, Atlantic Richfield, and

I think, probably one other who may have communicated

by telegram or letter supporting 80 acre spacing. ‘

Are ﬁhese from owners who have acreage in the area that
are supporting your Application?

Yes, sir.

Do you have‘anything further?

Nothing other than -- I realize these business aspects
are -r_xot really - germane to the cgmigsio'\n's deliberations,
nonetheless, I wanted to take the opportunity to point
them out because, in our perspective, they ére
significant factors that influence our operations. We
feel that from a business aspect there is good and

sufficient reason for continuing on 80 acre spacing for
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Y

the reasons that ﬁave been outlined hére today and
which support our initial judgment in making this
particular arrangement.

MR. HINKLE: We understand there have been letters
or telegrams sent to the Commission.

MR, HATCH: There is a telegram from Pennzoil, a
telegram from Atlantic Richfield, both in support of Harding's
Application. There is also a letter from Texas Independent
Petroleum supporting Harding 0il Company's Application.

MR. BINKLE: 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 gpproval of the Security and Exchange Commission to
coméleté the wall?

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

MR. UTZ: Any other questions?

%k * *k &

CROSS~EXAMINATION

BY MR. SPERLING:

~

Q bid you have separate registration for each of these

prospects, Mr. Justice?

A We ﬁave filed separately on the first and second, on

the subsequént ones, we might not,

0 what are the economic risks to Harding'ﬁhder your
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arrangement?

We have economic risks in terms of the cost of the
acreaqedfhat we are dealing with here, alory with the
initial acquisition risk. Ve have legal fees and risks
in terms of meeting our contraét obligations. Some of
the risks are more than economic. J
Well, assuming the cost of the well to be $300,000, how
muach of that represented investment by Harding?

I can't give you the precise figure off the top of uny
head, but our investment in that would be a small

percentage of the total investment.

What is your participation in production?

‘We will participate in productionyby less than 20

percent,

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

Yes.

And you receive a 20 percent interest without a
substantial investment in the cost of drilling the well;
is that a fair statement?

I think that's a fair statement, yes.

Refaerring to the contract and the acreage that you have
under the Pubco farm-out, you have a double number of

locations available to you on 80 acre spacing -- or to

your investors, than you would have on 160 acre spacing? J
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A I haven't counted them up, but it seems logical to say’
that.

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

MR, UTZ: Any other questions?

(No response.)

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

(Witness excused.)

MR.:UTZ: Does that complete your case?

MR. HINKLE: That concludes our case.

MR, UTZ: Any cstatements?

MR. BUELL: Oﬁ behalf of H. L. Brown, Jr., we would
like to support the Harding Application and oppose the Pubco
Application.,

On the 80 acre spacing, we feel it would be prudentt
to require drilling either in the SE/4 Quarter or the NE/4
Quarter of any section.

MR, UTZ: The northeast?

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

MR, UTZ: Anything further?

MR. SPERLING: I would like to éay just briefly,
Mr. Exéminer, that we feel.that the data which is based on
teliable information and not on speculative data which was
presented concerning the reservoir, certainly suppoits the
Application of Pubcoc for 160 acre spacing.

While it is true that there are only two wells
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presently drilled and complated in the pool, the information

which is available at this time from the standpoint of

reservoir information is much more abundant than in any other

two well fields I have ever seen before. I think this
information shows conclusively that it would be economically

prudent to develop this field on 160 acre spacing.

MR, HINKLE: -"The well was deepened on infoxmation
given to Harding by Pubco which showed on its face that this
was possibly a very limited area. It has been brought out
here in testimony, that drilling in the Strawn area in the
vicinity of the northeast and east areas have been véry
erratic and it is clear that this is a stratographic formation
or pool and that you can have a dry hole right next to a
producer.

L think that in summing up all the evidence together
that has been introduced by both sides, would indicate that
it is a limited reservoixr and I think that Roy Williamszon's
testimony shows very definitely that he wouldn't even advise
an operator to drill another well if the pressure continues
to dfop. I don't think the Commission can assume here that
the reservoir has sufficient development to justify 160 acre
spacing, at this time. »

So I believe the thing to do at thié time would be
for the Commission to adopt temporary 80 acre spacing rules on

the basis of one year and to take a look and see what develops
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because it has been indicated that there are going to be
sevéral other wells A@rilled in the meanéime.

MR. SPERLXNG§ The obvious answer to that is, you
can't undrill wells that are already drilled.

MR, UTZ: Any other statements?

{(No response.)

MR. UTZ: If not, the case will be taken under

advigsement.
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HARDING OiL COMPANY
Statement to the New Mexice 011 Conservation Commission
Docket No. 4749
August‘7,kl97h

Special Field Rules For The

Humble City Strawn Field

Background ‘

Under a farmout agrcement with Mesa Pefroleum Company, Harding 0il
Company has been developing this field with the participation of Texas
international Petroleum Company. To date Harding has drilled six wells,
four »roducers and two dry holes. Three of the producers are completed
in the Strawn and one in fhe Atoka.

kbumulative production on the producers through May 1, 1974 ranges

from a low of 16,162 barrels to a high of 156,246 barrels.

Recent Developments

During 1973, Harding drilled two wells and so far in 1974, it has
drilled two wells with a third scheduled for spudding this month. All

of these wells have or will test the Atoka formation.

Future Plans

Under the farmout agreement, seven 80-acre tracts remain to be earned.
Due to the uncertain nature of the geology in this field, the sequence of
drilling each of these locations is contingent upon the results of previous
drilling. An example of this rationale, is our decision to abandon the

location in the west half of the northeast quarter of Section 14 as a
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result of geological data gained from the two dry holes to the west in

the E/2, NE/4 of Section 15 and the W/2, NW/4 of 14, Mesa No. 5 Shipp and -
Harding lo. 1 Schwartzberg.

Based upon drilling results and performance history, it is>the
judgment of Harding 0il Company that this field does not economically
justiffﬁdevelopment on 40-acre spacing. Formation characteristics appear
such that one well will adequately drain 80-acres, thereby, avoiding
underground waste. Drilling results to date likewise indicate that
correlative rights are better protected on 80-acre spacing than they

- would be on 40-acre spacing, due to the rather unpredictable nature of

the petroleum bearing formations.

Conclusion

oo It is our conclusion that the trade off between correlative rights
and sound economics will be best served by continuing 80-acre spacing

for this‘field.
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VOLUMETRIC CALCULATIONS OF OIL RESERVES
HARDING OIL COMPANY - SHIPY #1
- HUMBLE CITY (STRAWN) FIELD
LEA COUNTY, NEW ‘MEXLCO

1. Average é, % (from logs) 8

>2. Water Saturation, % (from logs) 30
3., Estimated Recovery of BSTOOIP, % ‘ 20
4. Original FVF, RB/STB ) 1.675
5. Net Pay, Feet 46
6. Reccverable 0il Per Acre-TFoot = |

(7758 B/AF)(Porosity)(1—SW)(Pércent Recovery)
FV¥ '

= (7758 B/AF)(.08)(1 - .30)(.20)  _ X
e = 52 BO/ATF

7. Recoverable 0il Per 80 Acres, BBL:
(80 ac) (46 feet)(52 BO/AF) = 191,360
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Cum. =0 Bbl.
HP = 4807 psig

Cum. = 10,906 BbI
BHP = 4188 psig

;

Cum. =111, 516 8b/.
IBHP = 1844 psig

161,910 Bb/. (Est)
1035 psig

S

] /
\ Cum.
BHP

2 ™ |
250 % M&P N\ Est Ult. Rec, = 210,000 Bbl,

Y

200,000

ULATIVE OIL, Bbl.

BHP wvs.

HARDING OIL CO. — SH/PP NO. |

CUMULATIVE OIL PRODUCTION .

FIELD HUMBLE CITY (Strawn)

County LEA State NEW MEXICO

Drwn.By De! |Date 7-6-73 |File HUMBLE CITY

R.C.W.
IPES, WILLIAMSON, RUNYAN & AYCOCK, INC. Ref. No.].
SRS, W , ———JEXHIBIT NO. (,
Midland - Houston, Texas | 3.683




ECONOMICS OF DRILLING AND COMPLETING A STRAWN WELL
HUMBLE CITY (STRAWN) FIELD
LEA COUNTY, NEW MEXICO

Drilling and Completion Cost, $ 320,000

0il Price, $/BBL 4.16

Gas Price, $/MCF 0.22

Severance and Ad Valorem Taxes, 7% 5.4

Revenue interest for 100% of Working

Interest, decimal 0.75
0.10

Estimated Operating Costs, $/BBL 0il

Barrels of oil required to pay out D&C
costs after severance and ad valorem taxes and
operating costs:

$320,000

(j§4 16/B0 + (2 MCF/BO)($0.22/MCFY| . 946} 0.75 - $.106/80

EXHIBIT No.Vl

= 101,266 BO
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COMPARTSON OF RESERVES.
CAICULATED BY THE MATERIAL BALANCE METHOD
ARD DY THE VOLUMETRIC METHOD

I. Material Balancce Calculations:

1. Original Bottom lHole Pressurc, psig 4,807
2. Bubble Point Pressure, psig ) 2,893
- 3. REP at cumulative production of 10,906 RO, psig 4,188
4, NP, barrels of oil 10,906 -
5. ‘Boi, RVB/STB at 4,870 psig " 1.675.
6. By, RVB/STB at 4,188 psig . 1.7000 -
7. 'Neglecting rock and water compressibilities, the
Material Balance equation for production above .
the bubble point is: . ik
A, S e i Jasae
Bp _ Bo - Boj ' BN % l
N BO ('d ,:-;/“‘ - 5 .
_k 8. Re-arranging: N
N = Np)(Bo) (10,906 BO)(1.7000 RVB/STB) ,
N Bo - Boj » (1.7000 RVB/STB ~ 1.675 RVB/STB) |
N = 741,608 Barrels of Stock Tank Oil Originally in Place

9. Estimatked recovery of BSTOOIP, 7% 20

10. Therefore (741,608 BSTOOIP)(.20) = Barrels of 0il
Recoverable from the Reservoir 148,322

II. Volumetric Calculations:

1. Average § calculated from Harding 0il Company

D

Shipp No. 1, % 4.8
2. Average § calculated from Pennzoil United, Inc. ;
State 16 No. 1 and State C No. 1 and No. 2, % 8
3. Sy, % (Calculated from log resistivity) T30
Est.\imated Recovery of ‘BSTOOIP, % 20
5. Original FVF, RVB/STB . 1.675 ;

EXHIBIT NO. /
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COMPARISON OF RESERVES ~
CALCULATED BY THE MATERIAIL BALANCE METHOD
ARD BY THE VOILUMETRIC METHOD

Page 2 of 2

6. Recoverable oil per acre-foot =

(7,758 B/AF)(Porosity)(l - Sy)(Per Cent Recovery)

Original FVF
Using the 8 per cent porosity value:

(7,758 B/AF)(i?gggl = 0:300(.20) | 5, posar

7. Net Pay, feet ‘ 46

8. Recoverable barrels of oil per 40 Ac. (46 ft. Net Pay)(52 BO/AF) 95,680
per 80 Ac. (46 ft. Net Pay)(52 BO/AF) 191,360

BAILEY, SIPES,- WILLYIAMSON & RUNYAN, INC. -7
1100 V & J TOWER MIDLAND, TEXAS 79701 EXHIBIT NO.
R, C. WILLIAMSON, JR. P.E./kp 6-26-72 Page 2 of 2




ECONUMICS OF DEVELOPMENT

1. Estimated Drill and Complete Cost, $ 225,900
2. 0il Price, $/Barrel (Before Severance and Ad Valorem Taxes) 3.44
3. Cas Price, $/MCF (Before Severance and Ad Valorem Taxes) 0.22
4. Average GOR, Cubic feet/Barrel of 0141 . 1,000
5. Revenue Interest for Acreaée Earned by Hlarding - 0.75
6. Severance and Ad Valorem Tax (Estimated), % 5.4
7. Operating Costs (Estiﬁwated), $/Barrel of 0i1 ’ 0.10

8. Barrels of 0il Required to Payout Drill and Complete Costs,
After Severance and Ad Valorem Taxes and Operating Costs:

$225,900 -
(53,54 1 50.22)(.946)C.75) - 0.10 = 90,477

BAILEY, SIPES, WILLIAMSON & RUNYAN, INC.
1100 V & J TOWER  MIDLAND, TEXAS 79701 B
R. C. WILLIAMSON, JR. P.E./kp 6-26-72 EXHIBIT NO.
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" Location of Well

Company and Well

WELL AND COMPLETION DATA
‘HUMBLE CITY~STRAWN POOL

Pubco petroleum Corp. Shipp #2

Harding 0&G Shipp #1

(Sec. 11-17S~37E)

Total Depth 11,673'

Top of Strawn Limestone 11,400' (~7639)

(Middle-Lower)

Top of Pay 11,420' (~7659)
Completion Date March 9, 1972
Perforated Interval 11,420-11,452"'

Treatment 2,000 gals. acid

Initial Potential, BOPD 286

Choke Size 10/64"

GOR . 1600

FTP 1600

" FCP Pkr.

01l Gravity, °APIL 45
Net Pay 34"
Average Porosity 5. 1%
Permeability --
Water Saturation 25%
Reservoir Temperature

Initiai Reservoir Press.

2080' FWL & 2310' FSL

2130 FEL & 1980' FSL

11,685

11,425' (~7668)

11,430' (-7673)

June 10, 1972

11,430-452" & 11,464-468'
5,000 gals. acid

758

24/64"

1662

700

Pkr.

- e w iy

EXHIBIT 3
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s EXHIBIT NO. _ 4 ,

EXHIBIT M0,

CALCULATION OF DRAINAGE ARFA

BLE CI RA IELD, LEA COUN: W MEX {
RUMBLE CITY (STRAWN) FIELD, COUNTY, NEW MEXICO CASE NQK /Q/“? )
Gperator Date of Initial Ultinate 611 Recovery Vet Pay
Well Initfal Prod, . BHP (Depleted)  Decline Curve Calc. Rec, T ckness
T psia BBLS BO/AF Ft, -
Harding 011 Company R .
Shipp No. 1 5-72 4,807 163,826 .- 52 46
Mesa Petroleum Company
Shipp No, 2 6-72 3,473 199,003 —rie 41 33
Harding 01l Company v ‘
Shipp No, 5 2-73 3,871 - 129,135 46 41
TIPCO _
Nicholson No. 2. 7-73 3,032 - 79,641 53 27
Harding 011 Company )
Shaw No. 1 7 3—74 ‘ 3,555 - - - . —e
362,829 208,776 192 : 147
Avg. = 48  Avg. = 36.75

1, Ultimate 01l Recovery From 4 Wells = 362,829‘BBL + 208,776 BBL = 571,605‘EBL

2., Drainage Area = 571,605 BBL = 324 Ac : 4 Wells = 81 Ac/Well
(48 BO/AF)(36.75 Net Ft.) ‘

SIPES, WILLIAMEON & AVcOCK, INC. ,

1100 GIHLS TOWER WEST MIDLAND, TEXAS 79701
ROY C, WILLIAMSON, JR., P. E./lm 8-7-74

‘o

bt
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CORE LABORATORIES, INC.
Petrolenm Reservoir Ingincering
DALLAS. TEXAS

June 2, 1972

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

Attention: Mr. J. C. Johnson

Subject: Core Analysis
Shipp No. 2 Well
Wildcat :
\' Lea County, New Mexico

Location: Sec. 11-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
Petroleumn Corporation. The analysis was perfornded"in our Midland
laboratory. Results of the analyses are presentad 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 theoretical maximum recoverable oil esti~
-1ates, calculated from cstimated original reserveir fluid charac-

iea

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

We sincerely appreciate this opportunity to serve you.
Very truly yours,

Core Laboratories » Inc.

R. S. Bynum ; (ﬂ)
RSB:AB:dl : District Manager
} cec. - Addressee .
l ce. - Mr. M. E. Causey
Pubco Petroleum Corporation

Midland, Texas 79701 ’ : ‘ EXHIBIT 6




’ CORE LABORATORIES, INC.
Pelroleum Reservoir Engimeering
DALLAS. TEXAS

Page 1 of 1 mile WP-3-3465
Well Shipp No. 2

CORE SUMMARY AND CALCULATED RECOVERABLE OfL

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

FLET OF CORE RECOVERED FROM AVERAGE TOTAL WATER BATURATION]
ABOVE INTERVAL 50.0 PER GENT QF PORE BPACE 52.9

AVERADE CONMATE WATER BATURATIONI

rEcT OF
INGLUDED T AVERAGES 21.9 PER CENT OF PORL BPACE {c) 34

m/fa/ ‘égsgnumurv: s Max.:| 20~ OIL GRAVITY: *Ap| (e) 45
90° :| 10

MILLIDARGY-FEET V" Max.:} 438 CUBIC FEET Pia BARREL 0 NAT!O (e) | 1000
90° :] 219

AVERAGE POROSITY: PER CENT 6. 0 BATURATED OIL PER BARREL TOCK-TANK OIL = (e) | 1.58

AVERAGE RIBII;UAL OIL BATURATION: 3, 8 g::ﬁgts?i%T-ggépj:é_nqr‘racx-TANK OIL IN PLACE: 234

PELR CENT OF PORE B8PACE

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

FORMATION NAME AND DEPTH INTERVAL:

FEET OF CORE RECOVERED FROM AVERABE TOTAL WATER SATUSATIUN:
AROVE INTERVAL PER CENT OF PORE SPACE

FEET OF CORE ) AVERAGE CONNATE WATER BATURATION:
INCLUDZD IN AVERABES PER CENT OF PORE SPACE :

AVERAGE PERMEABILITY: : @
MILLIDARCYS . DiL BRAVITY: *APY

UCTIVE CAPACITY: ORIGINAL SDLUTION GAB-OIL RATIG:
:'}EEIDARCY-FEET ClUBIC FEET PER BARKEL

. ) ORIGINAL FORMATION VOLUME FACTOR: BARRELS
AVERAGE PORDBITY: PER CENT SATURATED OIL PER BARREL STOCK-TANK CIL

AGE RESIDUAL OIL BATURATION: CALCULATED ORIBINAL STOCK-TANX OIL IN PLACE:
:::RCENT OF PORE BPACE TURAT 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 1009 water cut. (Please refer to fooinotes for further discussion of recovery estimates.)

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

These recovery estimates represent theoretical maximum values for solution gas and water drive. They asstime that production is
started at original reservoir pressuse; i.e., no account is taken of production to date or of prior drainage 10 other areas. The effects of
factors tending 1o reduce actual ultimate vecovery, such as economic limits on oil production rates, gas-oil ratios, or water-oil satios,
bave not been taken into account. Neither have factors been considered which may reswlt in actual recovery intermediate between solu-

. of uitimate oil recovery to specific abandonment conditions may be made in an engineering siudy in which consideration is given to
overall reservoir charactesistics and economic factors. :

These analyses, opinions 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 interpretations or opinions expressed represent the best judgment of Core Laboratories, Ine, (all errors and omissions excepted); but

re Labaratories, Inc, and its officers and employces assume no responsibility and make no warranty or representation as to the productivity, proper operation,
or profitahleness of any oil, gas or other mineral well or sand in connection with which such report is used or relied upen.

tion ’gax and complete water drive recoveries, such as gas cap expansion, gravity drainage, or partial water drive. Detailed predictions
1

e
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CORE LABORATORIES, INC. Petrolern Reservoir Engineering

comMpany___PUBCO PETROLEUM CORPORATION _FILE NO.. WP=3-3465. _ . _

WELL . SUlpP NO. 2 , e OATE . 5=R4=72 ... ______ENGRS __BOONE __ .. ___
Fieco . WILDCAT IR . FORMATION._STRAWN . .. ... _eLev. 3757 KB ... ...
COUNTY LEA : sTave NEX MEXICO priG FLp. WATER.RASE MUD. .. cores__ _DAIMOND 4. 1/4"
LocaTioN __213Q°' FEL 1980' FSL NW/4_SE/4, SEC__ remMArRks __SAMPLED AS_DIRSCTED BY CLIENT
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CORE LABORATORIES, INC
Letrofeam Reservoir /J‘nguheen'ng :
DALLAS, TEXAS 75207

June 23, 1972

REPLY TO BOX 4337
MIDLAND, TEXAS
79701

625~7.1

T Pubco Petroleum Corporation
L P. 0. Box 869
Albuquerque, New Mexico 87101

Attention: Mr. Charles Sanders
Gentlemen:

In accordance with your request we have performed a depletion drive study
of the Strawn oil reservoir available to your Shipp Well No. 2, Lea ,
County, New Mexico. Two cases of reservoir drainage per well were investi-
gated: 80 acre and 160 acre. A summary of basic data and study results

is presented below:

80 Acre Case 160 Acre Case

Avg. Porosity, Pct. 6.3 6.3
Avg. 0il Permeability, Md. 5.3 5.3
Avg. Interstitial Water Sat., Pct. 25.0 25.0
Avg. Net Productive Thickness, Ft. 30.0 30.0
0il FVF at 4800 psig, Vol/Vol 1.642 1.642
0il FVF at 2835 psig (BP), Vol/Vol 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 011 ‘

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 476,738 952,577
Totsal 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 mechanisnm to an abandon-—

" ment reservoir pressure of 500 psig. To arrive at the producing life it was
assumed that productivity would decline in accord with the effects of in~
cre331ng reservoir gas saturation on relative oil permeability.

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

EXHIBIT 6A

UNITED STATES - CAMADA SOUTH AMERICA EUROPE AFRICA .AUSTRALIA ASiA




Pubco Petroleum Corporation
June 23, 1972
Page No. 2

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

Very truly yours,
CORE LABORATORIES, INC.

(A W

C. K. Osborn,
Division Engineer

CKO:wiy
Enclosures




RECOVERABLE OIL RESERVES
HUMBLE CITY-STRAWN POOL

BASIC DATA ;
Log Core
Average Porosity - Harding Shipp #1 " 5,102 . .
Average Forosity - Pubro - Shipp #2 6.30% 6.00%
Assumed Average Porosity, Field 6.30%
Average Feet of Pay, h | 30!
Water Saturation 25%
» Recovery Factor 16.76%
- FVF @ original BHP 4800 psi 1.642
VOLUMETRIC CALCULATION
‘Original Recoverable 0il, BblgﬁAc-Ft 775?F3F;1-éw) x (RF)

(7758) (0.063) (0.75) x (0.1676)
1.642

"37.4 Barrels 0il Per Acre Foot

= Fractional porosity of rock

= Interstitial water saturation, fraction of pore space

Vertical feet of net pay

FVF = Formation volume factor, barrels oil at original reservoir conditions
per barrel stock tank oil at normal surface conditions.

= Recovery factor, fractiomal part of'original;bil in place recoverable by
solution gas drive mechanism.

EXHIBIT 7




ECONOMICS FOR

80-acre - 89,815 barrels oil per well @ $3.56
476,788 MCF per well @ $0.25

160-acre - 179,639 barrels oil per well @ £3.56

_
’ Revenue For Average Well
953,577 MCF per well @ $0.25
|
|

Less Royalty @ 18.75%
Less Taxes @ 7.1%
Total Revenue
Expense
Drilling, Completion, Tank Battery
Pumping Equipment
Operating Cost
;' 80-acre -"“5.9 years @ $6,000

B s —
160-acre wfiiié fgﬁrs @ $6,000
/ .

Total Expénse

Profit to Investment Ratio
dry hole cost is $162,000.

one (1) dry hole.

HUMBLE CITY-STRAWN POOL
LEA COUNTY, NEW MEXICO

80-Acre
SRacing

$ 319,741

119,197
$ 438,938

82,301

31,165

$ 325,472

$ 230,000

30,000

© 35,400

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

160-Acre
Spacing

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

62,329

$ 650,946

$ 230,000

30,000

70, 800

$ 330,800
A ‘29 4!6
1.27

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

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

EXHIBIT 8

Estimated
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SIPES, WILLIAMSON, RUNVAN & AYCOCK, INC.

CONSULTING ENGINEERS :  MIDLAND, TEXAS
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Ol COMSERVATION Comi
Santa Fe ‘

e - Ve T L
i T .//‘7/ (/

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

Gentlemen:

We enclose in triplicate application of Harding
0il Company for special field rules and the creation of
a new pool as well as a discovery allowable in connection
-with its well in Section 11, Township 17 South, Range 37
East. ’

We have previously talked with Dan Nutter with
regard to this matter 'and we understand that it will be
placed on the examiner'’s hearing docket for June 28,

Yours very truly,
HINKLE, BONDURANT, COX & EATON
Ly s 7
By C/{/do/éi oA 6 7 L/t.j’j"-/
b1

CEH:cs 7
Enc.

IXOCIGH Madidle

Fﬁcﬁﬂm. 2z " L
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BEFORE THE OIL CONSERVATION COMMISHT

STATE OF NEW MEXICO

APPLICATION OF HARDING OIL COMPANY FOR
THE PROMULGATION OF SPECIAL FIELD RULES
ON A TEMPORARY ‘BASIS BECAUSE OF A NEW
DISCOVERY MADE BY APPLICANT IN ITS E.
D. SHIPP NO. 1 WELL LOCATED IN UNIT X,
2080 FEET FROM THE WEST LINE AND 2310 co Sy
FEET FROM THE SOUTH LINE OF SECTION 11, S e
TOWNSHIP 17 SOUTH, RANGE 37 EAST, LEA

COUNTY, IN THE STRAWN FORMATION THROUGH

PERFORATIONS FROM 11,420 FEET TO 11,452

FEET, SAID RULES TO INCLUDE 80 ACRE

SPACING AND PRORATION UNITS WITH THE

PRIVILEGE OF DRILLING ON EITHER 40 ACRE

COMPONENT, AND THE CREATION OF A NEW

POOL IN CONNECTION THEREWITH, AND FOR

A DISCOVERY ALLCWABLE.

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

Comes Harding 0il Company and hereby makes application fox
the promulgation of special field rules on a temporary basis because
of a new discovery made by applicant in its E. D. Shipp No. 1 well
located in Unit K, 2080 feet from the west line and 2310 feet from
the south line of Section 11, Township 17 South, Range 37 East, Lea
County in the Strawn formation through perforations from 11,420
feet to 11,452 feet, s3aid rules to include 80 acres spacing and pro-
ration units with the privilege of drilling on either 40 acres compo-
nent, and the creation of a new pool in connection therewith and for
a discoverv allowable,. and in support thereof respectfully shows:

1. That on March 9, 1972 applicant completed its E. D. Shipp
No. 1 well located in Unit K of Section 11, Township 17 South, Range
37 East, Lea County, said well being drilled to a total depth of
11,672 feet and completed in the Strawn formation through perforations
from 11,420 to 11,452 feet with a potential of 624 barrels cf oil
per day. This well is believed to be a new discovery in a separate
and distinct Strawn formation from any other producing well in the

area.




2. There is attached hercto, made a part hereof and for
purposes of identification marked Exhibit "A", a plat showing all
wells within a two mile radius of the discovery well and the owner-
ship of all leasehold interests within said area. -

- 3. Because of the character of the discovery and the pro-
ducing formation it is believed that one well will effectively and
efficiently drain 80 acres or more.,

-4, Applicant proposes to commence a second well which will
be located in the approximate center of the SW4YNEY% of said Section
11. Applicant believes that it will be in the interest of conserva-
tion and the prevention of waste and the orderly future development
of the new pool indicated by the discovery well that temporary pool
rules be adopted by the Commission providing for 80 acre spacing
and proration units with the privilege of drilling in the center of
either 40 acre component, with a tolerance of 150 feet, and that

future development will show conclusively that one well will effectively

and efficiently drain 80 acres or more. Applicant further believes
that such temporary special pool rules will prevent the possibility
of economic loss resulting from the drilling of unnecessary wells

and will permit the operators in the pool to gather information con-
cerning the reservoir characteristics, as well as protect correlative
rights. :

5. Applicant has made application for a discovery allowable
and has filed Form C-109 with the Commission.

" 6. Applicant requests that this matter be sct down for hearing
at the examiner's hearing scheduled for June 28, 1972.

Respectfully submitted,

ING OIL COMPANY

By ‘ } y
, Member of the Firm of
HINKLE, BONDURANT, COX & EATON
Attorneys for Applicant

P.0. Box 10

Roswell, New Mexico 88201

5
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»
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DRAFT

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 CONSIDERING:

| ‘case No. 4749
IN THE MATTER OF CASE NO. 4749 BEING : Crder No. R- ;%/Zja

REOPENED PURSUANT T0 THE PROVISIONS OF ORDER eE }
NO. R-4338, WHICH ORDER ESTABLISHED SPECIAL < it
RULES AND REGULATIONS FOR THE HUMBLE CITY-

STRAWN POOL, LEA COUNTY, NEW MEXICO, JNCLUDING

‘A PROVISION FOR 80-ACRE PRORATION UNITS.

ORDER OF THE-CQMMISSION

BY THE COMMISSION:

This cause came on for hearing 4t 9 a.m. on July 11 » 1973
at Santa Fe, New Mexico, before Examiner Daniel S. Nuttex .

NOW, on this day of July 1973 , the Commission,

a quorum being present, Eaving ccnsldered the testimony,. the recoxd,
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 by Order No. R-4338, entered in Case No. 4749 on

{h&/;/ /’7 /‘f;77f ; Special rules#nd requlations were
pr mulgated for the .Humble City-Strawn Pool, Lea County, New

Mexico.




N A
Case No. 4749
.Order No., R-

(3} That this case wag reopened pursuaht to Order Né.‘R*4338

fto allow all interested parties to show cause why the subject

?pool should not be developed on other than 40-acre proration units.!
(4) That the Special»rules and regulations promnulgated by

?Order No. R-4338 should be extended for an additional one year

ﬁperiod in order to prevent the possibility of economic loss
ﬁresulting from the drilling of unnecessary wells, and in order to E
allow the operators in the subject pool additional time in which

to gather information concerning the reservoir characteristics of

the pool.

(5) That this case should be reopened at an examiner hearing
N deS Coh g ‘
in Q£A=)A//: - . at which time the operators

T 77
in tﬁe subject pool should appear and show caucie why the Humble

City-Strawn Pool should not be developed on other than 40~acre

proration units.

IT IS THEREFORE ORDERED:

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

year.

- {2) That this case shall be reopened at an examiner hearing

in {zApé}q ,,“?’79[ , at which time the operators in the

subjgct pool'shall appear and show cause why the Humble City-Strawn]

Pool should not be developed on other than 40-acre proration units.
(3) That jurisdiction of this cause is retained for the

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

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

designated.
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BEFORE THE OII, CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OlL CONSERVAT1ON
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 4749
APPLICATION OF HARDING OIL Order No, R-4/.3 3.5
COMPANY FOR A DISCOVERY
ALLOWABLE AND SPECIAL POOL NO merc LATUN E
RULES, LEA COUNTY, NEW MEXICO.
W e
. : s PR T
g \\J o / ;
(// ‘ ) ’

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on ___ June 28 s 1972,
at Santa Fe, New Mexigo, 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 required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

‘ ' efeo
(3},% That the applicantHarding:0did CoNpavy., secks &res
oreetiom v rew-—eil posl—£ox. Produetiomr—in

the assignment of an oil discovery

allowable in the amount of approx1mately 57, - X-) barrels to R

_the discovery well#u MJM ‘ j"
| e

2) & That the a pllcant,?}se- seeks the promulg on of
(* &Jbu,ulbahji.‘&; ﬂhﬁhﬁg“LJ&J; a¢22au.*-j£—¢»ai;Ca~J§l

special rulesAMl, including a provision for 80-acre

proratlon units.




—P -
CASE NO. 4749
Order NO . R~

(4) That the evidence presetly available. indicates that

Mooyl Lovpeny

theAE. D, ShippfWell No. 1, ]ocated in Unit K of Section 11,

Township 17 South, Range 37 East, NMPM, Lea County, New Mexico,

hae discovered a separate common source of supply which, sheude—be

designated the Humble City-Strawn Pool; that the vertical limits

2e
of said pool sheukd be the formatlon, and

that the horizontal limits of said pooI uzz 4—%&—&%u£125;?’

o U GWItf?mJ retesn 11,

A‘h—tcﬂ'—ri

(5) That the discovery well for the aforesaid pool, E. D.

- Shipp Well No. 1, located in Unit K of Section 11, township 17

i South, Rante 37 East, NMPM, Lea County, New Mexico, is entitled to’

' and should receive a bonus discovery oil allowable in the amount

of e
of .S'Z_AQQ barrels, based upon the top perforations in

© said well at [4 Yz 0 feet, toc be assigned over a two-year .

f period.

(6) That in order to prevent the economic loss caused by

" the drilling of unnecessary wells, to avoid the augmentation of

ji"rislc arising from the drilling of an excessive number of wells,

! orderly development of the pocl and protect correlativé fights.

to prevent reduced recovery which might result from the drilling

of too few wells, and to otherwise prevent waste and protect

? correlative rights, temporary special rules and regulations
l providing for 80-acre spacing units should be pormulgated for

. the Humble City-Strawn Pool.

(7) That the temporary special rules and regulations

should provide for limited well locations in order to assure

(8) That the temporary spec1al rules and regulrtlons
should be established for a one-year perlod in order to allow
the operators in the subjec; pool to gather res?rvoir information
to establish the area that can be éfficienﬁly and economically‘
drained and developed by one well. | |

(9) That this case shouldﬁbe reopened at anAexaminer hearing]|

in :%;¢4¢LL, , 1973, at which time the operators in the subjept
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1 ¢

pool should be prepared to appear and show cauge why the Humble ‘d
A .

City~Strawn Pocl should not be developed onAéo-acre spacing units. By
IT IS THEREFORE ORDERED: :
d"l ‘ ‘e'm.—m lovu-Q Mﬁdﬁtw
(1) Thatpa-new.peel in Lea County, New Mexico,,\clasified‘,

l?“L
£ O~ POO I O i PTOdUGES®R, is hereby ~

Aok b tinthonde Tla \”:r

«

Limita—comprising the—— s s e apmatton—and~hortzomtal g
\

limits.comprising. . the-following—deseribed-area:

« e ' oy
TOWNSHIP 17 SOUTH, RANGE 37 EAST, NMPM Q:‘
Section 11: § g/

\ MW&,‘ED.MV@@Q»JM&"}

(2) That theAaferemmLery-we&-l is hereby authorized

. an oil discovery allowable of & 7 /o Dbarrels to be assigned

© to said well at the rate of 72 barrels per day in accordance

with Rule 509 of the Commission Rules and Regulations.

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

SPECIAL RULES AND REGULATIONS

FOR THE
HUMBLE CITY-STRAWN POOL

RULE 1. Each well completed or recompleted\in the Humble

City-Strawn Pool or in the _ééé;cayt/

one mile thereof, and not nearer to or within the limits of

another designated _ﬂg«»w 0il pool, shall be

spaced, drilled, operated, and produced in accordance with the

formation within I

Special Rules and Regulations hereinafter set forth.

RULE 2. Each well shall be located on a standard‘uniﬁ
containing 80 acres, more or 1ess;>consistiqg of the N/2, §/2,
E/2, or W/2 of a governmental quarter section; provided, however,
that nothing contaihed herein shall be construed as prohibiting
the drilling of a well on each of the)quarter-quarter sections

2

in the unit.
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RULE 3. The Secretary-Director of the Commission may graht
an exception to the requirements of Rule 2 without notice and
hearing when an application has been filed for a non-standard
unit-comprising a governmental quarter-quarter section or lot, or

' the unorthodox size or shape of the tract is due to a variation
in the legal subdivision of the United States Public Land surveys.
All operators offsetting the proposed non-stendard unit shall be
notified of the application by registered or certified mail, and

- +£hs appiicacion shall state tiiat such notice has been furnished.

The Secretary-Director may approve the application upon receipt

. of written waivers from all offset operators or if no offset

operator has entered an objection to the formation of the non-

standard unit-within 30 days after the Secretary-Director has

. received the application.

RULE 4. Each well shall be located within 150 feet of the

center of a governmental quarter—-quarter section or 1ot:

; RULE 5. The Secretary-Director may grant an exception to %
' the requirements of Rule 4 without notice and hearing when an
{ application has been filed for an unorthodox location nece551tated
by topographical conditions or the recompletion of a well previ-
ously drilled to another horizon. All operators offsetting the
proposed location shall be notified of the application by
} registered or certified mail, and the‘application shall state
. that such notice has been furnished. The Secretary-Director may
approve the application upon receipt of written waivers from all ?
| operators offsetting the proposed location or if no objection to §
the unorthodox location has been entered within 20 days after
| the Secretary-Director has received the applfeétion. ) |
RULE 6. A standard proration unit (7§ through 81 acres) {/ |

shall be aSSLgned an 80-acre proport10na1 factor of 6.67 for

. w’ v,

allowable purposes, and in the event there is more than one well
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on an 80-acre proration unit, the operator may produce the allow-
able assigned to the unit” from the wells on the unit in any
proportion, —

The allowable assigned to a non—standard proration

unit shall bear the same ratio to a standard allowable as the

acreage in such non~-standard unit bears to 80 acres.

3

.~y

IT IS FURTHER ORDERED:

(1) That the locations of all wells presently drilling to
[ or ccmpleted in the Eumble City-Strawn Pool or in the Strawn
formation within one mile thereof are hereby approved; that the
| operator of any well having an unorthodox location shall no;ify
the Hobbs District Office of the Commission in writing of the

name and location of the well on or before _[215%’52‘1“/ Y

1972. /4

(2) That, pursuant to Paragraph A. of Section 65—3-14%v,

NMSA 1953, contained in Chapter 271, Laws of 1969, existing wells|
J0
in the Humble City-Strawn Pool shall have dedicated thereto 460

ing pocl rules; or,; pursuant to

. ;
‘acies in accordancs wi




units, a

. mission=WEy by adminigtraki der<;esc1ﬁa‘§ﬁ*ﬁ*apthority when- |
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Paragraph C. of salC Section 65-3-14.5, exisﬁing wells may have
non-standard spacing or proration units established by the Com-
mission and dedicated thereto.

Yailure to file new Forms C-102 with the Commission
dedicating g%siacres to a well or to obtain a non-standard unit
approved by the.Commission within 60 days from the date of this
order shall subject the well to cancellafion of allowable. Until
said Form C-102 has been filed or until'a non-standard unit has
been approved, and subject to said 60-day limitation, each well
presently drilling to or completed in the Humble City-Strawn

Pool or in the Strawn formation within one mile therxeof shall
On2 - ;
receive no more than oneuééﬁ%z% of a standard allowable for the !

3

pool.

3
i

(3) That this case shall be reopened at an examiner heérind

in 04444Jq , 1973, at which time the operators in the

subject pcol may appear and show cause WQZ&Eﬁi Humble City-~
Strawn Pool should not be developed OQAAO acre cae—gg-aecre spa01nq

the-Stetewide=Timt DE—208g-to—omcT o
that_the Wﬂﬁsﬂe Com- |

ever ég:;azﬁﬁﬁ?ﬁf§ﬂ§:;2225 to ;he/SGEf;:> that such
rsg;?ﬁ—woutu;serV' e to.prevent—mwaste—or-protegt-correlative §

rl‘g%

(4) That jurisdiction of this cause is rétained for the

entry of such further orders as the Commission may deem necessary.
DONE at Santa Fe, New Mexico, on the déy and year hereinj

above designated.
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IN THE MATTER OF CASE NO. 4749 BEING ‘_
REOPENED PURSUANT TO THE PROVISIONS OF : L 339-8
ORDER NO. R-433&-A, WHICH ORDER CONTINUED W
SPECIAL RULES FOR THE HUMBLE CITY-STRAWN o)

POOL, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

i" This cause came on for hearing at 9 a.m. on August 7 s 1974
: at Santa Fe, New Mexico, before Examiner Daniel st Nutter o
j

NOW, on this _Qay of October ; lg , the Commission,
a quorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully edvised

i ’ in the prenlses,

I FINDS:

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

(2) That by Order No. R-4338, dated July 17, 1972,

temporary special rules and regulations were promulgated for

the Humble City-Strawn Pool, Lea County, New Mexico, including

a provision for 80-acre proratlon units. ﬁ
Oider V., R-y338- A, daded Juﬂqa ITH,

C3) ana-r Erder Ne, K
said timp s c;al ries and wlations ‘wevre J.
tondinned in ek ot for &n addi "-lomﬂ one-yEa¥ fe—"0°
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(40 That pursuant to the provisions of Order No. R-4338-A,
Gabed-—drIy—PIr-+idyy this casc was reopenced to allow the opcratordl
in the subject pool to appear and show cause why the Hunble City~;
Strawn(Pool should not he developed on 40-acre spacing units., k
(%) That the evidence establishes that one well in the
Humble City-Strawn Pool can efficiently and economically drain
and develop §0 acres.

(%3 That the Special Rules and Regulations promulgated by
Order No. R-~4338 and Order No. R~-4338~A have afforded and will
afford to the owner of each property in the pool the opportunity

.y EMB RS
to produce his just and equitable sharekf the qa&iin the pool.

(fﬂ That in order to prevent the economic loss caused by
the drilling of unnecessary wells, to avoid the augmentation of
risk arisiné from the drilling of an excessive number of wells,

to prevent reduced recovery which might result from the drilling

of too few wells, and to otherwise prevent waste and protecct

correlative rights, the Special Rulesg and Regulations promulgyated
by Order No. R-42338 and Order No. R-4338-A should be continued
in full force and effect until further order of the Commission.

IT IS THEREFORE ORDERED:

‘(l) That the-Special Rules and Regulations governing the
Humble City-Strawn Pool, Lea Qounty;*New Mexico, promulgated
by Order No. R-4338 and Order No. R-4338-A, are hereby continued
in full force and effect until further order of the Commission.
(2) That jurisdiction of this cuase is retained for the
entry of such further orders as the Commission may deem necessary

DONE at Santa Fe, New Mexico, on the day and year hereinabov4

designated.
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