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-~ PAGE 1
- BEFORE THE
OXIL CONSERVATION COMMISSION
N SR SANTA FE, NEW MEXICO
S : August 18, 1960
~ 2 N A ) ;
_ i + | IN THE MATTER OF: ; |
. w" z . ;
- b L
' H i The hearing called by the 0jl Comservation Com- ) CASE ’
S g Z mission on its own motion to consider amending )
i - —~ Rule 505 (b) of the Commission Rules and Regu- ) NO. 2050
i - lations to establish proportional (depth) factors )
4o % for o0il wells in excess of 14,000 fest. )
T ~ — - - )
o . A
- BEFORE:
- o .~ Honorable John Burroughs
g Z Mr. A, L. Porter
ol : : Mr. Murray Morgan i
- E- TRANSCRIPT OF HEARING
, - EE MR. PORTBR: Next case to be cunsidered is Cass 2050,
e RS 8 _ .
] R oo MR, PAYNE: This involves a hearing held by the 0il Con-
£ b = . ;
e P g
RS - E servation Commission on its own motion to consider establishing
P I ‘ L : E - | proportional depth factors for wells.
‘ t S ~ (Witness smu"u.]I
- ,
~ i 8 DANTEL S. NUTTER
P < £ f
’ - g 3 a witness, called by and on behalf of the 0il Conservation Comissirong
‘2’ A~ - - z
. P é having been duly sworn, testified as follows:
: DIRECT EXAMINATION
i <
A
z BY MR. PAYNE:
- - Q Will the witness please state his name?
- A Daniel S. Nutter,
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Q What is your capacity with the 0il Conservation Commissidn?
A Chief Engiﬁeer with the 0.C.C. %
Q Mr. Nutter, you are familiar with the application in J;
Case 20507 VE
A Yeé;aéir. j%
" Q And you are aware it was called to consider the establigﬁ-ﬁf

ment of depth factors for oil-weils in excess of 14,000 fest only?
A That is correct. )
Q And have you made a study in this regard%
A Yes. .
Q Would you give a brief, brief histurical resume as to

the depth factor contdaindd in Rule 505B?2

A In 1945 Gulf 0il Corporation had drilled four wells te -}

fhe Drinkard Pool. These were regarded as deep wells, and cost
0il was selling for $1.15 a barrel. The payouts were regarded as
extremely loné. Gulf 0il decided depth factors for these dsep
7,000 foot wells should bes adopted vo pemmit a faster pay off, As
a result, Application No. 62, advertised: %In the matter of the
petition of Gulf 0il Corporation for revision of statewide Order
No. 505 (b) to nrovide for increasing the oil allowable progressive
for pools producing below 5,000 feet, The case waz called and was
heard on May 14, 1945,

As a result of tha hearing the Commissicn appointe? an industr
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a:; committes to study the prospective well factors for degp walls. Tﬁk :
%’ committee was charged with advising the Commission upoﬁ the follow- :
i : ; : Aing question: "What should be the allowabies fQ‘r"ii'fI”a'e'p pools?2® The
» . | %{? g committee met on September 28, 1945, and recommended to the Comnissﬁogr
X :? - % later that the Commission adopt the depth factors which Gulf had h
' §

. pfbposed. _i

a4 W

Now, when Gulf filed their application they submiited a pro-
posed order for the Jommission, and attached to the proposed order

was a summary of the manner in which the depth factors were deter- |

mined by Gulf. The susmary of the manner in which those depﬁﬁ'

factors were derived is reproduced from Culf's original application

i e

and is entered here as Exhibit No. 1. There were two minor changes}
three minor changes, that were finally adopted by the Commission.

The depth factors for the depths 10,000 to 11,000, 11,000 to 12,000

- BTN

i

and 12,000 to 13,000 fssti contained very minor errors, and thoss
numbers were rounded off a little bit in order to come out to. ths

‘| nearest even barrel.

IO S

i
DEARNLEYfMEIER REPORTING SERVICE, Inc.

. g After studying this Exhibit, or this calculation which was
: ?f g attached tc Gulf's application, I derived the formula which Gulf
; e .; é used in establishing these depth factors. We have used this sameo
) f; g identical formula and extended the facté?s on bsyond the point wherg
-
YR | RNE they are currently carried in the Rules and Regulations.
v

I shall go back a little bit and say that after the committee

e made its recommendation that the Commission adopted the factors; thp
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normal unit allowable for southsast New Mexico was 45 barrels a

Commission, by its Order No, 637 dated February 7, 1946, did adopt
Sulf's deep»well factors. However, the factors wers carried only
down to a depth of 12,000 feet, although Gulf had recommended depths
to 15,000 feets The Commission did provide, however, in Order No.
637, that the Commission could, in executive session, provide an
equitable proporfional factor in Section 2C in any pool"discoveréa
at any dep th range below 12,000 fest,

Q What, théh, is the necessity for this h;aring?;

A No. 637 was superssded by Order No. 565, if not super-
seded before. Thersfore, there is no executive session‘provide& bﬂ.
;ny of the Rules and Regulations for the sstablishment of depth
factors if deeper producing horizons are discovered.

Q .Wéuld you refer té E;hibit 1 ard expjain it to the
CcmmiS;iog? |

A At the time that these calculations were made by Gulf the

day, Gulf, in making the computation here, assigned to a well that
has a depth range of from 0 to 5,000 feet, 45 barrels. They then
said, "Well, if a well is drilled from 5 to 6,000 feet deep, an
additional 15 barrels of oil should be assigned there, by making
the allowable for the well 5 to 6,000, 60 barrels; drilled to a
range of 6 to 7,000 feet we should give it an additional 15 barrels
of 0il above and beyond what the well from 5 to 6,000 fest has, anF

then an additional 5 barrsals on top of that." So, if you will note
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in the right-hand column of this exhibit, you will see”the allow-
able increase above the preceding 1,000 foot bracket increases at
a constant rate from 15 to 20 to 30, to 35, and so on dow;'to 60
at a 15,000 foot depth. We applied the same formulas used in
determining the existing factors down to 18,000 feet, and from that
we have establishsd what ths allowables would be. Thén we vofkod
backwards into it, and determined what the depth factors were, and
have plotted theAdepth/factors on Exhibit No. 2 hers.

Q Explain that; |

A The line which goes from 0 to 5,000 feet, over to 13,000
to 14,000 :feet shows the;existing depth factors which are in use
todéy. By using the formula we haven't found it necessary to
extrapolate this curve; instead, we can actually calculate the
points for tihe deptiis im éxcess of 14,000 fsste W
formula and went ahead and computed depth factors to 18,000 fest.
The &epth factor in existence, 13 to 14,000 feet, is 8; ﬁext range,
14 to 15,000 feet, our computed factor is 9.33. The next range
from 15 to 16,000 feet, and the computed factor is 10.78; from 16
to 17,000 feet, computed factor 12.33; and from 17 to 18,000 feet
the factor is 14.00.

Q These are all 40-acre proportional factors?

A Yese.

Q To get the 80-acre you add one?

A

Add one normal unit allowable,
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then are correct, this is correct?

Q If I understand you correctly you say you calculated
these additional factors using axactly the same method originally
used in calculating the factors now in 3xistence?.

A That is correcte

Q So that it necessarily follows that if the methods used

A Yes, sir.
Q And the relative status of everyonevfamains the same?
A It should remain the same. ;
Q _ Do you have anything further, Mr. Nutter?
A No, sir. |
MR, PAYNE: That concludes the direct examination of thiiy‘
witness. |

MR. PORTER: Is it your recommendation that the Conlissi#n

adopt these factors?

A I1'd recommend these factors be adopted for wells to
18,000 feet that would be spaced on 40 acres; yes, sir, and that
the 80-acre proportional factors would be increased by one.

MR. PORTER: Are there any questionskbf Mr, Nutter con-

cerning his recommendations?

MR. COUCH: Mr. Couch, Ohio 0il Company; Mr. Nutter,
based upon your experience and knowledge in connection with the
system of oil allocation of allowables among the fields and the

wells in the State of New Mexico, and your knowledge of pestroleum

i3
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engineering, is it your opinion that this exXte:sion of the exist-

ing system will be fair and reasonable and protedt the correlative

B |

-

E*« rights of the parties involved?
. § -
’ P 3 A Yes, sir.
i é MR, COUCH: I believe that will be all. Thanﬁlyou, sire.
z S e : ~
o :
x

MR. PORTER: Any further questions?

MR. PAYNE: We move for the introduction of Commission's

. |

Exhibits 1 and 2.

MR, PORTER: Without objection the exhibits will he ad-

oy

' mitted. Witness may be excused.

0

MR. COUCH: I have a Stitement.' Lea Unit Welf No. 1 was

recently completed in the Devonian formation with the top of the )

PR

perforation at 14,347 feet. The Ohjo Oil Company is opérator of

-

the Lea Unit, and owns in excaess of 40 percent of the working .

RS S N

jnterest., We are convinced that the Lea Unit Well No. i can

-k

efficiently and economically produce, without waste, atéa rate in

i

axcess of what the well's allowable would be under theiimehdhent tol

Rule 505 proposed by Mr. Nutter as applied to any normaf unit alléd#

able which is likely to be adopted in the foreseeable fﬁture.

1
DEARNLEY-MEIER REPORTING SERVICE. Inc.

ALBUQUERQUE, NEW MEXICO

Therefore, under the applicable statuses and the éygtem which’

has been followed so consistently in allocating the 0il allowables
o among the oil pools of this State, it is Ohio's position that Rule

505 should be amended as proposed by Mr. Nutter.

P | MR. WHITE: Charles White, Gilbert, White & Gilbert,
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- appearing on behalf of Texaco, Inc. Texaco feels that the proposed
depth factors proposed by the Commission to provide a reasohable
'}, . - allowable whereby wells of 14,000 feet or deeper will be acgorded
a reasonable payout are desirable, and we sincerely urgé’the

Commission to adopt this proposal.

1
PHONE CH 3.6691

MR. NESTOR: A. W. Nestor, Shell 0il Company; I dontt

. ] .y,

know that Shell would go AIOng with the statement made by counsel

and agreed to by the witn ess that something‘that was done in 1945

could be extrapolated directly into today's terms. Ou the other

hand, we have made a review of what would seem to be’prbper in the

deeper ranges to 18,000 feet, and I think we are satisfied that

N,

thece factors, so chosen, do ssem reasonable.

t
i..

The Commission may remember that a number of years ago in casg

No. 508 we had a fairly lengthy discussion of this matter, and

(O S O |

Shell reviewed the information from that hearing, and together with

somé supplied by the Commission prior to this hearing, and we

i I E

bel ieve and do support the factors recommended by Mr. Nutter.

MR. PORTER: Any further statements?

3

v

DEARNLEY-MEIER REPORTING SERVICE, Inc.

MR. PAYNE: I'd like to point out to the Commission that

that is not actually an extrapolatiom. These factors wers calcu-

yu.‘.yv \)‘v’{_; T
ALBUQUERQUE, NEW MEXICO

lated in exactly the same manner as the existing factors, and,
admittedly, well costs, drilling costs, have changed through the
years, but it seems reasonable to assume they have changed in

- dirsct proportion, so that the relative status of any operator
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with a well at any depth should remain the same,
MR. PORTER: Does anyone else have anything to offer in

this case? Case will be taken under advisement.

STATE OF NEW MEXICO )
SS

A

COUNTY OF BERNALILLO |
I, JUNE PAIGE, Court Rspértef, do hereby certify that the
foregoing and attaéhed'transcfipt of proceedings before ghe New
ngicoiOil Conservation Commission at Santa Fe, New Mexicb, is a
true and correct xfeéordkto the best of my knowledge, skill and
ab111ty.
IN WITNESS WHEREOF I hava aff:.xed my hand and qqtgr:_i,f.rldseal

Qo e

H‘

his 6fh day of Septenber. 1960.

Not Public - Qfgft Reporter
My commission exp ires:

May 11, 1964,
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B INE COMMIReI0N:

mtmmmmmu’o'mta.n
August 17, 1960, at Samta Fe, New Maxigo, befors the il Comser-
Mmmmumm mmmmuutu
om.”

BOW, om this__23rd day of Awgust, 1960, the Commissien,
8 quosum pEesent,

in the premises,

¥INpe:
(1) mnmmmmmngam

law, the Commission Jurisdiction of this cause aand the
matter thexecs.

sets forth proportional (depth) facters for allowable purposes
azuxummu:muu,mw

(3) Msmtome!uumb).mm
maawoguﬂqummummw
excess © .

| (4) That said Emla 503 (b) should be revised to provids for
! proportional (depth) factors for wells as deep as 18,000 feet.

3’ (8) Mth-pmpudptomuml {(depth) factors for wel
'in excess of 14,000 feet wers calculated wtilizing exactly the s

| method that was used in arriving st the factors preseatly cont
3:1n Rule 505(b).

(6) That, therefore, the proposed revision of said Rule
505 (b) will not impair correlative rights.

sent, daving censidexed the ,
and the ts zessived szt said hearimy, -u%m

Fhrgka

(2) That Emls 305 (b) of the Commissiom Bumles ul m'
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Wilsen 0l Company
INCORPORATED L'ﬁl\DER THE LAWS OF NEW;&MMCOFF[CE OCC

950 UL 10 PH 6:33

P. O, éo}g‘;lez7 P, 0.."301 1“36 ,
SANTA Fe,NEW MExiIco dArtesia, New Mexico
CUTELEPHONE 3TRi41

July 8, 1950

Mr, 4, L, Porter, Director
011 Conservation Commission
P. O, Box 871

Santa Fe, New Mexico

Dear nz_-. Porter:

In reply to your telephone request this date perteining to
extension of the deep well allowable factors, I have referred to
the original minutes of the 1945 Commission ddvisory Committee,
The 1945 Committee did not consider the development of production
as deep as 14,000 feet, thus did not submit factors in their re-
port to the Commission. The 1945 cost figures, depth factors,
and pay-out curves have been extended to include depths you re-
quested this moraning, The results are tabulated as follows:

40 ACRE L
POOL D RANG: ROPORTIONAL FACTOR ESTIN#TED
#13,000 to 1k,000% 8,00 $435,000
14,000 to 15,200 @ 529,000
15,000 to 16,000 11,00 619,000
16,000 to 17,000 13,00 732,000
17,000 to 18,000 15.33 863,000

*Present depth factor under Coammission rule,

The average cost in the sbove tabulation-is based on a well
at mid-depth of the range in which a proportional allowable fsace
tor is established, For example the range from 14,000 to 15,000
feet, the well cost is based on a depth of 14,500 feet,

One other factor which was establisghed during the original
1945 Committee was that for every $56,000 expended, the operator
was entitled to one unit allowable, This figure divided into the
average cost of a field development well should establish a pro-
portional allowable depth factor,

Yours truly,

R WILSON OIL COMPANY
A | 7 /
\w bf N X Kﬂ& o/, ”/’”K
' Rayfiond Lamb

Vice President

;
1
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§ a norsal umit allowable of 45 bdarrels per day, the
; following table the top wnit allowables and inerseases of allewahle

for eash depth inkerval.

»

To - 5,000 | 1.00 (4B ¥o
5,@-— C,W‘ 1.“ 80 _fv
3,000~ 7,000 1.7 ®
7,000 -~ 8,000 23 = 106
8,000 - $,080' |  $.00 188 .
9,000 - 10,000° 8. 77 170
10,000 - 11,000! 4:06 . 0.
11,000 - 12,000 |  5.88 - 2%
12,000 - 18,000 s.77’ 805
u,m - 1‘,“' ) s.w ;m.f
14,000 -~ 15,000° 9.58 420
,,—,',w Wy a3 BEPAS ¥ o e
PITIERE 2 oot BERYY ¥ 3 NS Ssx .
;7,000 ~ 16:2° 14 °° ‘34 .
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