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COMPARATIVE ECONOMICS
FOR DEVELOPMENT OF
LEA BONE SPRINGS POOQL

4O-ACRE SPACING VS. 80-ACRE SPACING

f Minimum Area Expected to be. Productive 800 Acres
-Wells. Required with 40 Acre Spacing 20 Wells
Wells Required with 80 Acre Spacing 7 10 Wells
Investment @ $225,000 pér well
For 40 Acre Spacing §2o Wells) ~$4,500, 000
.For 80 Acre Spacing (10 Wells) $2,250, 000

Investment for Dual Completion @ $25,000 per Well

“For L0 Acre Spacing (20 Wells) '$ 500,000
o For 80 Acre Spacing (10 Wells) $ 250,000
|
: Ultimate Reserves ,
011 ' 812,800 bbis.
(tas @ 2000 cu. ft. per bbl. 1,625,600 MCF

| W.I. Net.Operating Income Per Gross Bbl. of 0il
; Produced Including Income from Gas Produced With Oil
Value ‘

Bbl. of oil 2.77
2000 cu. 4. of gas 0.20
Total Gross Value 2.97
Costs
Severance & Advalorem Taxes $0.21 ‘
Royalty 0.37 :
Lifting Costs 0.24 7;
- $ 0.82
Net Operating Income per Gross Bbl. -$ 2.15
"W.I..Total Net Operating Income .
812,800 x $2.15/bbl. - $1, 7T, 520 i
Net Loss for 40-Acre Spacing $2, 752,480 :
Net Loss per Well $137,624 — |
Net Loss for 80-Acre Spacing $ 502,480
Net Loss per Well $ 50,248
Net Profit for Dusl Completion for LO-Acre Spacing $1,247,520
et.Profit per Well $ 62,376 ,
_.Profit to Investment Ratio 2.50 o 1
Net. Profit for Dual Completion for 80-Acre Spacing $1,497, 520
Net Profit per Well  $149,752
Profit to Investment Ratioc 5.99 to 1
NMOCC Case No.  2//% G
Ohio Exhibit No. /0 '
Date




OHIO Ol COMPANY

LEA UNIT FEDERAL WELL NO. | | o
ELEV. 3674
NW/4 SW/4 SEC 12, T-20-S, R-34-E

FORX0O LOG OF BONE SPxINGS PAY
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UST §480-9560 Open 3 hrs. OTS
20 min. OTS 1-2/3 hra. F est
20 BO 1st hr. F to tank 22.83
BO tn 1 hr. {549 BOPD). FTP
125f, GCR 2030, Gty L2.9°, &5
nin ISIP 350§, IFP L2o§, FFP
10604 .

ST 9560-5000 Opcn b hrs. OTS
2 hrs. F 28,65 BO in 1-3/4
hes. (391 2€D). GOR .
Sty 41.3% FTP 1135-155. 1
he ISTP LOGOF, IFP BOOF, Max
FP 16004, FFP 9004, 30 min
FSIP 3800f.
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LEA UNIT FEDERAL WELL NO. |
ELEV. 3674
NW/4 SW/4 SEC. 12, T-20-S, R-34-E

FORX0O LOG OF BONE SFRINGS PAY
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LEA LONE SPRINGS POOL

PERTINENT DATR

1.  Location of Field:
Approximately 14 miles west-gouthwest of Monument, New Mexico,
Section 12, T-20-S, R-34-E, Lea County
2. Completion Data Lea Unit Well No. 1:
a. Formatlion : Bone Springs
b. Top of Bone Springs 8183 mh509;
e. Top of Bone Springs Pay 9u80 (-5806
d. Completion Date 10-9-60
e. Perforated Interval 9h80-9550
f. Treatment None
g. Initial Potentisl Test
1) Potential (Bom)g 21h
2) Choke Size (in. /2
3) GOR (CF/B) 1817
(hg Casing Pressure gpsigg pkr.
(5 Tubing Pressure (psig 100
3. Reservoir Fluid Characterishios:
a. Saturation Pressure Unknown
b. Formation Volume Factor 1.95 est.
¢. Solution GOR (CF/B) o 1817
d. 01l Gravity (CAPI @ 60°F) 42
i, Reservoir Characteristlcs: Dolomite Sand
a. Porosity (%) 3.05 10.2
b. Permeability (ma) 4.39 0.25
c. . Water Saturation (%) 30.0 est. 30.0 est.
d. Net Pay (ft.) o 28 19
e. Reservolr Temperature ( F) 1h2
f. Original Reservoir Press. (psig) 3983 @ -5840
g. Probable Reservolr Mechanism Solution Gas
NMOCC Cas No. >/ /¢
Onhio Exbibit No. é
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RECOVERABLE OIL RESERVE

LEA BONE. SPRINGS POOL

DOLOMITE INTERVAL:

Basic Data
Porosity -3.05% (core analysis #2 well)
Permeability -4.39 md (core enalysis #2 well)
Net Pay . - 28 1. (Log #1L well)
_Water Seturation - 30% gestimafed)
.Recovery Factor - 20% (estimated)
Formation Volume Factor ~ 1.95 (estimated)

Volumetric Calculation

7758 Bbl/Acre-foot x Porosity x (1-Water Saturation) x Net Pay x Re&overy Factor
Formation Volume Factor

(7758)(0.0305)(0.70)(28)(0.20) _ 476 bbl/acre
=95
SAND INTERVAL

Porosity - 10.2% (core analysis #2 well)
Permeability ~ 0.25 md (core analysis #2 well)
. Net Pay - 19 ft. (core analysis #2 well)
: Water Saturation - 30% gestimated)

Recovery Factor « 10% (estimated)

Tormation Volume Factor - 1.95 gstimated)

Volumetric Calculations

7758 Bbl/Acre-foot x Porosity & (il-Waler Suturaiion) x Het Pay x Recovery Factor
Formation Volume Factor ' '

(7758)go.1o§)9(g.7o)(19)(0-102 = 540 bbl/acre

TOTAL BONE SPRINGS INTERVAL:

Zone Total = 476 + SO = 1016 bbl/acre

2

7177
e Sl g st e e
Lhio Exhibit No. Z e
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LEA UNIT WELL NO. 2
BONE SPBINGS. PAY N
f LOWER DOLOMITE INTERVAL 9607-9648
é W/PERMEABILITY EQUAL TO OR GREATER THAN 0.1 MILLIDARCY
i ;
! Permeability Porosity
Depth Interval Footage wd. %
9607.6-09.1 1.5 1.0 2.8
09.1-10.8 1.7 0.2 1.4
13.7-15.6 1.9 1.8 2.k
15.6-17.0 1.4 10.0 2.7
17.0-18.0 1.0 0.2 2.9
21.0-22.5 1.5 23.0 5.9
22.5-23.7 1.2 6.6 T3
23.7-25.2 1.5 2.8 2.3
, 125.2-26.5 1.3 2.3 3.3
i 2 28.0-29.5 1.5 2.1 6.1
| 32.3-34.0 1.7 6.1 2.h
? 3qum§6,0 2.0 | é:7> 2.0 :
Wb 5-45.5 .1:0 01 32
Net Pay 19.2 ft.

Weighted Average b.39 md. 3.05%




CORE ANALYSIS

LEA UNIT WELL KO. 2

BONE SPRINGS PAY

LOWER SAND INTERVAL 9565-9607

W/PERMEABILITY EQUAL TO OR GREATER THAN 0.1 MILLIDARpY

Depth Interval

9566.0-67.
T72.0-73.
75.0-76.
76.0-77.
77.0-78.

79.0-80.

R TS o A Attt

80.0-81

e e

81.0-82.
82.0-83.
83.0.84.
84.0-85.
85.0-RA,
86!0-87.
é \ 94.0-95.
: 95.0-96.
? 96.0-97.
97.0-98.
98.0-99.
99.0-00

e

o
0
0
o
.0
0
¢
o
0

0
0

0
0
0
4]
0
0
o

n

Net Pay

Permeability Porosity
Footage md.

1.0 0.3 9.6

1.0 0.1 9.3

1.0 0.3 10.3

1.0 0.6 1%.5

1.0 0.4 13.3 o
1.0 0.1 8.6 : §
1.0 0.1 8.0 i
1.0 0.1 7.1(

1.0 0.1 8.3

1.0 0.1 9.6 i
1.0 0.1 10.4 §
1.0 0.4 1k.9 §
1.0 0.h4 11.5 é
1.0 0.1 6.0 5
1.0 0.1 7.5 §
1.0 0.1 8.0 §
1.0 0.4 12.5 f
1.0 0.6 12.8

1.0 O 10.8

19.0 ft.
0.25 md. 10.54

Weighted Average
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LEA TONE SPRINGS POOL

e S

Location'Of Field:

Location OF —————

Approximately 1l miles west~southwest of Monument, New Mexico,

Section 12, P.20-S, R-34-E, Lea County

Completion Data lea Unit Well No. 1:

a. Formation -

b. Top of Bone Springs

c. Top of Bone Springs Pay

a. Completion Date

e. Perforated Intervel

. Treatment X

g- Initial Potential Test
“Potential (BOPD
Choke Size (in.
GOR (CF/B)
Casing Pressure %psig)
Tubing Pressure psig)

Reservoir Fiuid Chggggﬁggigﬁlggi

a. Sgturation Pressure

Y. Formation Vvolume Factor
c. Solution GOR (CF/B) 4
4. 011 Gravity APT @ 60°F)
Reservolr Characterig&}gg:

porosity (%)
Permeability (md)
Water Saturation (%)
Net Pay (ft.)
Reservolir Temperature (°F)
Original Reservoir Press. (psig)
Probable Reservoir Mechanism °

NMOCGC Cas No.

Ohio Exhib{t No. éL_ v T
Rtaiand ———— BFFOB -‘:“!'F':, , !ns‘ou
R

AL CONS Y 1o
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e b

Lt

Bone. Springs
8183 &-1&509 )
o480 -5806)
10-9-60
9480-9550

None

21k
1/2
1817
pkr.
100

Sand_

10.2
0.25
30.0 est.
19

3983 @ -5840
gojution Gas
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OHIO OIL COMPANY

LEA UNIT FEDERAL WELL NO. 2
ELEV. 3686
SE/4 Nw/4 SEC. 12, T-20-8S, R-34-E

COMPLETION COREGRAPH OF BONE SPRINGS PAY
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Re:

i

P. O. BOX 3128
HOUSTON 1, TEXAS October 21, 1960

Lea-Bone Springs Pool in Section 12,
Township 20 South, Range 3L East,
N.M.P.M., Lea County, Rew Mexico,

//’7J 28

(7‘
New Mexico 01l Conserva.t:lon Commission

P. 0. Box 871
Sante Fe, New Mexico

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

Gentlemen:

The Ohio Oil C6hpany hereby applies for pool rules to be appliceble to the Lea-
Bone Springs 'téol in Lea County, New Mexico, and also spplies for designation of"
the 1imits of ilie pool to include 211 acreage reasonably shown to be productive
from the reservoir at the time ofyﬁearing. The pool is presently an undesignated
o1l pool; however, Form C-123 dated October 20, 1960 has been filed requesting
that the pool be crested end suggesting the name Lea-Bone Springs Pool. The only
well ‘now completed in the reservoir is Lea Unit Federal Well No. 1 located in the
NW/4 sW/h of Section 12, Township 20 South, Range 34 East, NiM.P.M. Dusl comple-
tion of the well in the Bone Springs was approved by New Mexico 0il Conservation
Commission Order No. R-1754,dated August 23, 1960, in Case No. 2045. The Ohio Oil
Company i3 operator of that well under the Agreement for the Development and
Operation of the Lea Unit Area, which Agreement was heretofcre approvéed by the
New Mexico 01l Conservation Order No. R-1540, dated November 30, 1959, in Case

No. 1823.

The Ohio requests and recommends temporary pool rules be adopted requiring 80-acre
proration unite and an 80-acre spacing pattern; each proration unit to consist of
any two contiguous governmental quarter-quarter sections, with the well located in
the approximate center of either the NW/4 or the SE/L of a governmertal quarter

gsection.

It is further recommended by The Ohio that the pool rules permit a tolerance of

150 feet in the location of any well where necessary because of surface obstruc-
tions, such tolerance to be approved upon applicaxion of the interested owners,
but ‘without notice or hearing.

The Ohio further requests that the oil allowable for wells in the pool be fixed by
applying the 80-acre proportional factor as provided for in Statewide Rule 505 as
amended, provided that if any non-standard proration unit is approved the allowable
for the well on such unit shall be increased or decreased in the proportion that
the number of surface acres included in such unit bears to 80 acres.

The proposed rules are necessary to prevent weste and to protect correlative
rights, will encourage the development of the pool on a regular pattern, and will
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October 21, 1940
New Mexico 0il Conservation Commission

Page 2

aid in preventing the drilling of unnecessary wells. The Ohio therefore requests
that this application be set for hearing before the Commission or one of the
Examiners at the earliest possible date and that noticé be given as required by
the applicable laws and regulations. N

To effectively and fairly accomplish the purposes of the requested rules, and
pursuant to Statewide Rule 1202, The Ohio requests that the rules proposed by this

.application be made applicable to any and all weils commenced within one mile of

the SW/M of Section 12, Township 20 South, Range 34 East, from and after the date
this spplication is fi12d with the Commission, and further requests that no _
location be approved after said date for any well projected to or completed inu
said formation within one mile of the SW/h of said Section 12. The Ohio refers to
the evidence and data ir the records of the Commission regarding the above identi-
fied well and the Lea Unit Area.

A 1list of the interested parties now known to applicant is attached.
Respectfully,
THE OHIO OIL COMPANY

By : e
/J .- 0. Terrell Couch




List of Interested Parties known to Applicant

re: Foregoing Application for Pool Rules and

Determination of Pool Limits, Section 12,

in Township 20 South, Range 3% Bact; N.M.P.M.
Lea County, New Mexico

Harvey E Roelofs

~— W. G. Ross and wife, Vee K. Ross
e Trustee for Olen F. Featherstione; 1l

A7 i b (H LU S SRR A

P. 0. Box 109k
Midiard, Texas

o dJake L. Hamonr
Sth Floor Vaughn Building
1712 Commerce Street
Dallas 1, Texas

Edwin B. Cox
2100 Adolphus Tower
Dallas, Texas

The Pure Oil Company
P. 0. Box 239
Houston 1, Texas

Gulf 0il Corporation
P. O. Box 669
Roswell, New Mexico

Sinclair 0i1 & Gas Company
P. 0. Box 1470
Midland, Texas

Drilling & Exploration Co., Inc.
Box 35364, Airlawn Station
Da.l;as 35, Texas

Mr. John Anderson

Reglonal Oil and Gas Supervisor
United, States Geological Survey
P..0. Box 6721

Roswell, New Mexico

 Mr. Murray E. Morgen
Commissioner of Public Lands
Santa Fe, New Mexico

Mr. and Mrs. W. H, Milner

Roswell, Rew Mexico v

Martha Featherstone

T~ 236 Petroleun Building \\j‘

Roswell, New Mexico ))

To
605 G. Lee \\ ‘\

;\\\\‘

¢/o Olen F. Featherstone
236 Petroleum Building
Roswell, New Mexico

Edith M. Kasper and husband, Paul Kasper
P. 0. Box 109k
Midland, Texas

Dorothy E. Cox McCormick and husband,
Don G. McCormick

c/o Reese, McCormick, Lusk & Paine

3 Bujac Building

112 North Canyon

_Carlsbad, New Mexico

L. N. Hapgood and wife, Mary C. Hapgood

“P. 0. Box 966

Casper, Wyoming

E. F. Howe and wife, Frances E. Howe -
c/o New Mexico Bank & Trust
Hobbs, New Mexico

Thomas Joseph Sheehan and wife >
Louise Sheehan

112 West Fairview Boulevard
Inglewood, Califorula

R. R. Herrell ,
01l & Gas Properties
P. 0. Box 1656
Midland, Texas

Western Oil Fieldsy Inc.
P. 0. Box 1139
Denver, Colorado

Ernest A. ’Hé.vson
P. O Box 852 .
Roswell, New Mexico

E. B. Todhunter

v*”"\P 0. Box 852

Roswell, New Mexico



List - Page 2

‘United States Smelting Mining & Refining Co.
* P 0. Box 1877
Midland, Texas

Texaco, Ine.
P. 0. Box 1720
Fort Worth, Texas

Pan American Petroleum Corporation
P. 0. Box 68
Hobbs, New Mexico

Herbvert Ald Estate
¢fo J. T. Siviey
212 Booker Building
Artesia, New Mexico

e b b 5101 b e .

-
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JEFF D.ATWOOD

- ROSS L MALONE
ATWOOD & MALONE Chanies £ wALoNE
(R RS S S A L)
LAWYERS b e UUT RUSSELL O A

PAUL A_CQOTER

v * LAY .
[y | m] 0o 'Ld
TELEPHONE 2.6221
ROSWELL PETROLEUM BUILOING

ROSWELL NEW MEXICO

October 24, 1960 \\C\

Y
Oliver E. Payne, Esquire \/
0Oil Conservation Commission
P. O. Box 871
Santa Fe, NMew Mexico

Dear Oliver:

I am enclosing herewith Entry of Appearance of our firm
as local counsel for The Ohio Oil Company in the applications for
pool rules for the Lea Bone Springs Pool and the Lea Devonian Pool
in Lea County, New Mexico.

If the enclosed form of Entry of Appearance does not meet
the requirements which the Commission is establishing, please advise
me.

With best wishes, I am,

Sincerel

RLM:j
Fnclosure

cc: J. O. Terrell Couch, Easq.

i g i o 43
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REFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF THE OHIO OIL COMPANY FOR POOL ’ N
RULES IN THE LEA BONE SPRINGS POOL No. _~//

; IN SECTION 12, TOWNSHIP 20 SOUTH,

; RANGE 34 EAST, N.M.P.M., LEA

COUNTY, NEW MEXICO.

ENTRY OF APPEARANCE

The undersigned, Atwood & Malone, of Roswell, New Mexico,

a firm of attorneys, all of whose members are duly licensed to practice

law in the State of New Mexico, hereby enters its appearance in the

above styled and numbered cause as co-counsel with W. Hume Everett,

Esquire, and J. O. Terrell Couch, vEsq:uire, of Houston, Texas; for

the Ohio Oil Company, Petitioner.

Dated at Roswell, ‘New Mexico, this 24th day of October,

AT! 'GOD & MALONE

By , A /_./é/é/m__ﬂ
P.'O., Box 867
Roswell, New Mexico
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DOCKET: REGULAR HEARING, WEDNESDAY, NOVEMBER 16, 1960

' OIL CONSERVATION COMMISSION - 9 A.M, - MABRY HALL, STATE CAPITOL SANTA FE. N.M.

ALLOWABLE:

CASE ‘3118

e ———

CASE 2119:

(1) Consideration of the oil allowable for December, 1960,

(2) Consideration of the allowable production of gas for
December, 1960, for six prorated poois in Lea County,
New Mexico, and also preseritaiioi of purchacers'
nominations for the six-month period beginning January
1, 1961 for that area. Congideration of the allowable
production of gas for eight/prorated pools in San Juan,
Rio Arriba, and Sandoval Countles, New Mexico for
December 1960,

NEW CASES

Application of The Ohio 0il Company for the promulgation of

- temporary special rules and regulations governing the Lea-

CASE 21201
CASE 2120

Devonian Pool, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks an order promulgatiang temporary
special rules and regulations governing the Lea-Devonian
Pool, Lea County, New Mexico, including a provision for 80-
acre proration units.

\

App11cat10n of The Ohio 0il Company for the-creation of a
new oil pocl for Bone Springs product1on and for the
promulaoation of temporary special rules and regulatlons
governing said pool. Applicént, in the above-styled cause,
seeks an order creating a now oil pool for Bone Springs
production to be designated the Lea-Bone Springs Pool and

to comprise the SW/4 of Section 12, Township 20 South, Range
34 East, Lea County, New Mexico. Appllcant further seeks
the promulgation of temporary special rules and regulations
governing said pool including a provision for 80-acre
proration units, >

Southeastern New Mexico nomenclature case-calling for an order
creating new pools and extending existing pools in Chaves, ‘
Eddy, Les and Roosevelt Counties, New Mexico:

(a) Create a new o0il pool for San Andres production, desig-
nated as the West Bitter Lake-San Andres Pool and
~deséribed as:

Township 10 South, Range 25 East, NMPM
Sectlon 17: SE/4
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(h)

(c)

(d)

(e)

()

(q)

(h)

Create a new gos pool for Pennsylvanian productlon
designated as the Black River- Pennsylvanlan Gas Pool,

and described as:

Township 24 South, Range 26 East, NMPM
Section 12: SE/4

Create a new gas pool for Ellenburger production,
designated as the Custer-Ellenburger Gas Pool, and
described as:

Township‘24 South, Range 36 East, NMPM
Section 36: NW/4

Create a néw oil pool for Pennsylvanian production,
designated as the South Prairie-Pennsylvanian Pool,
and described as:

Township 8 South, Range 36 East, NMPM
Section 20: NE/4

Delete certain portions of the Middle Lynch-Yates
Pool, described as:

Township 20 South, Range 34 East, NMPM
Seciion 15: W/2 SW/a

Section 16: SE/4

Section 21: E/2 NW/4, S/2 NE/4 and SE/4
Section 22: W/2 NW/4, W/2 SE/4, and SW/4

Extend the Allison-Pennsylvanina Pbol, to include:

Township 8 South, Range 36 East, NMPM'
Section 36: SE/4

Extend the South Bitter Lake~Sén‘Andres Pool, to
include: . :

| TowhshigAlo South, Range 25 East, NMPM
Section 22: S/2 SW/4 and SW/4 SE/4

Extend the Caprock-Queen Pool; to include:

Township 12 South, Range 31 East, NMPM

Section 35: SE/4 SE/4
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(1

(3

(k)

(1)

(m)

(o)

®

(n) .

Extend the Caudill-Wolfcamp Pool, to includr-.

Towaship 15 South, Ranae 36 East, NMPM
Section 21:; NW/4

Extend the Cedar Lake-Abo Pool, to include:

Township 17 South, Range 31 East, NMPM
Seetisn 20t S/2 SE/4
Section 29: N/2 NE/4

Extend the Eagle Creek-San Andres Pool, to include:

Township 17 South, Range 25 East, NMPM
~Segtion 14: SW/4

Extend the East E . K-Queen Pool, to include:

Township 18 South, Range 34 East, NMPM
Section 22: NW/4 SE/4 ‘

Exténd the Southwest Gladiola-Devonian Pool, to
include: ‘ ’

Township 12 South, Range 37 East, NMPM
Section 35: N/2 NW/a

Extend the Langlie Mattix Pool to include:

Township 22 South, Range 37 East, NMPM
Section 29: N/2 NW/4:-and SW/4 NW/4

Extend the Lynch-Yates Pool to ‘include:
Township 20 South, Range 34 East, NMPM
Section 22: S/2 S/2 ,

Section 26: SE/4 and W/2 NE/4
Section 27: N/2
Syction 28: E/2 SW/4

Extend the Mescalero-Devonian Pool to include:

Township 10 South, Range 32 East, NMPM

Section 27: NW/4
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(g) Extend the Pearl-Queen Pool to include:
Township 20 South, Range 35 East, NMPM

Section 3: W/2 W/2
Section 4: E/2 NE/4 and SE/4

(r) Extend the North Square Lake-Grayburg Pool to include:

Township 16 South; Range 31 East, NMPM
Section 9: SE/4 NE/4

(s) Extend the Tubb Gas Pool to include:

Township 92 South, Range 38 East, NMPM
Section 18: SE/4

CASE;2121: Northwestern Now Mexico nomenclature case calling for an
order for the creation of & new pool and for extending
existing pools in San Juan and Rio Arriba Counties, New Mexico,

(a) Create a new pool classified as an oil pool for Gallup
production, designated as the Kutz-Gallup 0il Pool and

described as:

Township 27 North, Range 11 West, NMPM,
Section N/2 & SW/4 ‘
Ssction S/2 & NW/4

Section All

Section.9: N/2 & SE/4

Section 10: N/2

Section 11: NW/4

Township 28 North, Range 11 West, NMPM,
Section 31: SE/4
Section 32: SW/4

Extend the South Blanco-Pictured Cliffs Pool, to include:

Townshin 26 North, Range 4 West, NMPM,
Section 13: N/2

Township 26 North, Range 5 West, NMPM,
Section 10: SW/4

Township 28 North, Range 6 West, NMPM,
Section 35: E/2
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(c)

Q)

(£)

(De Novo)

Extend the Otero-Chacra Pool, to include:

Township 24 North, Range 5 West, NMPM,
Scetion 4 NW/4

Township 25 North, Range 5 West, NMPM,
Section 33: SW/4 -

Extend the Cha Cha-Gallup 0il>Pool, to include:

Township 28 Nerth, Range 13 West, NMPM,
Section 7: E/2 (Partial)
Section 8: W/2 (Partial)

Township 29 North, Range 13 West, NMPM,
Section 31: SW/4

Township 29 North, Range 14 West, NMPM,
Section 20: NE/4

Section 21: S/2 & NW/4

Section 22: SW/4

Section 25: SW/a

Section 26: S/2 & NW/4

Section 27: All

Section 28: N/2

Section 36: N/2 & SE/4

Extend the Devils Fork-Gallup Pool, to include:

Township 24 North, Range 7 West, NMPM,
Seciiou 11: E/2 ME’”

Extend the Verde-Gallup Oil Pool, to include:

Township 30 North, Range 15 West, NMPM,

Section 8: S/2 SW/a

Township 31 North, Range 14 West, NMPM,

Section 22: SW/4 NW/4

‘Application of Val R. Reese & Assoc1ates, Pan American Petro-
leum Corporation, El Paso Naturai Gus Company and Redfern

and Herd for a hearing de novo in Case 2089 which was an
application for special rules and regulations governing the
drilling, spacing and production of oil and gas wells in the
Escrito-Gallup 0il Pool, Rio Arriba County, New Mexico,




GOVERNOR

JOHN BURROUGHS
CHAIRM AN

State of Hetw Wexica
@il Eongerbation Commigsgion

STATE GEOLOGIST

A. L. PORTER, JR.
SECRETARY DIRECTOR

LAND COMMISSIONER
MUPRAY E. MORGAN

MEMBIER
P.: o, BOX 871
SANTA FE
December 8, 1960
B . //
M, Roms Malons Re: Case No. 21187 & 2119
=u: ic?“ Helone Order No. g_jgog & R~1837
lﬂi!t&l; Now Mexioco Applicant:
The Obio Oil Company

Dear Sir: v
| EﬁclOsed herewith'aré tﬁo copies of the above-referenced
Commission order recently entered in the subject case.

Very truly yours,

A. L. PORTER, Jr.,
Secretary-Director

ir/
Carbon ‘copy of order also sent to:
Hobbs OCC g

Artesia OCCT

Aztec OCC

Other J. O, Terrell Couch

Sinclair 011 & Gas Company ~ o/o Mr, Mefford
Midliand, Texas

’




BEFORE THE OIL CONMSERVATION COMMISSION
OF THE STATE OF NEW MEXTICO

| IN FAB MATTAR OF THE HEAKLING

| CALLED BY TSR OIL COMSERVATION
COMMISSION OF XEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2119
Order No, R-1827

'\ APPLICATION OF THE OHIO OIL COMPANY

i POR AN ORDER CREATING AND ESTABLISH-
I ING TEMPORARY SPECIAL RULES AND - i
ii REGULATIONS FOR THE IEA-BONE SPRINGS :
i POOL, LEBA COUNTY, NEW MEXICO, %O
i PROVIDE FOR 80-ACRE PRORATION UNITS. B

ORDER OF THR COMMISSION

BY THE CONMISGION:

This cause ¢ame on for hearimg at 9 o'alogk a.m. on
November 1€, 1960, at Santa Pe, New Mexiaco, before the 01l Conser-
vation Commission of New Mexico, hereinafter rxafexred to as the
i "Commission,"

WOW, on this_Sth  day of December, 1960, the Commission,
a guorum being present, having comesidered tno testiwmomy presented
and the exhibits received at sajid heaving, and being fully advised
in the premises,

FPINDS:

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

(2) That on the basis of & discovery well drilled in the
NW/4 8W/4 of Seetiom 12, Township 20 South, Range 34 East, NMIM,
Isa County, New Mexico, to a depth of approxisately 9665 feet,
the applicant, The Ohio 0il Company, seeks an ordex creating a
new oil pool fox Bome Springs production to be known as the lea-
Bone Springs Fool and to cowmprise the SW/4 of said Seation 12.

(3) That the applicant further sesks the pkomulqation of
temporary spesial rules and regulatioms for the lea~-Bons Springs
Pool to provide for 80-acre proration units.

(4) That the evidence presented indicates that at least
for the present it may be uneconomical to drill wells on 40-acre
proration units in the subject pool, and to remain on such a
spacing pattern might impetia further development in said pool,

! (8) That the evidence presented goncerning the resexvoir
i ¢haracteristios of the Lea-Bone Springs rool justifies the
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establishment of 80-acre proration units in said pool for a

GASE ¥o. 2119
. Order No. R-1827

temporary one-year period.

at the regular monthly hearing in Decemberx, 1961, at which time

as an oll pool for Bone-Springs produstion, be and the same is
' hereby created and desigmated as the Lea-Bone Springs Pool con-
i sisting of the following-deseribed acreages

{

!
i
v

i

i pothing contained herein shall be donstrued as prohibiting the

i

(6) That during the one-year perxriod in which this oxder

will be in effect, the applicant should gather all available

| information relative to drainage and recoverable reserves in
tha subject pool, imluding core data and intexference tests.

(7) That this case should be heard again by the Commission

. the applicant should be prepared to prove by a preponderance of
¢ the evidence tha prorstion unit size om whic¢h the subjeet pool
can ba most efficiently drained amd developed.

1T I8 THEREPORE ORDERED:
(1) That a new pool in lLea Ccunty, New Mexico, classified

TOWNSHIP 20 S0 RANGE 34 BAST, NMPM
Section 123 BW/4

(2) That temporary special rules and regulations for the
Iea-Bone Sprimys Pocl in lea County, Mew Mexico, be and the same k
axe hereby promulgated as follows, eiffective Janwary 1, 1961. i

SPRCIAL RULES AND REGULATIONS FOR THE
1RA-BONE_ SPRINGS POOL

RULE 1. Each well completed or recompleted in the Lea-Bone Sprin
Pool or in the Bone Springs formation within one mile of said pool,
and not neayrex o noxr within the limits of another desigmated -'
Bone Springs pool, shall be cpaced, drilled, operated and pro-

rated in accordance with the Special Rules and Regulations herein-

‘ after set forth,
' &%_ Each well eomplated or recompleted in the lLea-Bone
8

more or less, whigh gonsists of the M/2, 8/2, /2 or W/2 of a

|
{
prings Pool shall be lorated on a unit containing 80 acres, :
!
single govermmantal quarter seation: provided, however, that |

driliing of a well on each of tha quartex-quarter sections in
the unit.

3. The initial well on any 80~acxre unit in said pool shall
be located within 150 feet of the ¢entex of eithexr the NW/4 ox the'

!
]
i
|
i

| 8B/4 of the quartey section on which the well is located. Any |
| wall which was completed in the Isa-Bone 8prings Pool ox which |
§ was drilling to the Bone Springs formation within one mile of |
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&said pool prior to January 1, 1961, is granted an exception to

;?offeetting the proposed non-standard unit shall be notified of the
* that sush notice has been furnished. The Secretary-Divrectox of

i : Zoymation of such noa-~standard unit,

;’shall bear the same ratio to a standard allowable in the Lea-
§§to 80 acres.

I RULE 5. An 80-acre proration unit (79 through 81 acres) in the
| Lam~Bone Springs Pocl 2hall ba assigned an 80-acre proportional
i factor of 4.77 for allowable purposes, and in the evant there is
. wore thanm one wsll on an 80-acre proration umit, the operator may
4 produce the allowable assignad to the unit from the wells on the
| unit im any proportion.

| in the Lsa-Bona Spxings Pool must file an amended Commission

i Porm C~128 with the Hrbbs District Office of the Commission by
i December 16, 1960, in order that the well may be assigned an

; 80-aora allowabkle on the January proration schedule.

i of the Commisaion in December, 1961, at whig¢h time operators in
© the subject pool shall appear and show cauwde why the ILesz-~Bone
| Springs Pool should not be developed on 40--acre proration units.

% DONE at Santa Fa, New Mexicu, on the day and year herein-
| above desigmated.

the waell location requiraments of this rulae. '
RULE 4., For good cause shown, the Secretarywﬁirnctor of the cOm~i
nisaion may grant exception to the requirements of Rule 2 without .
; otivs and hearing when the application is for a non-gtandard unit
' compriging a single quarter-quarter ssction or lot. All operators
application by registered mail, and the application shall state
- the Commisiion may approve the application if, after a period of
© 30 days, no offset operator has entered an objection to the E
The allowable assigned to any sueh non-standard unit

Bone Springs Pool as the acreaga in suéh non-standard unit bears

IT Y8 FURTHER ORDERED:

That opexators who propose to dedicate 80 acres to a well

IT IS FURTHER ORDERED;
That this case be reopened at the regular monthly hesaring

STATE OF NEW MEXICO
OLL CONSERVATION COMMISSION

x 7 JOHN BURROUGHS, Chai:mz
Y(%jﬁgo 7 Membox
L{? XA

A. ‘L. PORTER, J¥/ 'Member & Secretary




 BEFORp THE o), couszRVlrION COMMISBIQN
i OF 7hp STATR OF NEw MEXICO
fnr THE MATTER op THE HRARING
ﬁQALLID BY (2 ¢ A CQNBERV!TIGH
;couuzssqu oF MEXICO FOR
THE p OF cousxnzazue:
J
CASE No, 2119
f Order N, R-1827.p
R OF pyp APPLICAT Iy
) CoMPA Y T
OF 80-acgpp OIL pRO-
IN THy ~BONE
POO],, LEA ¢ + NEw
ORDER oF THE cggg;asxou
: ame on for Aring ag¢ 9 °'¢lock 2.m, on
- 2t Santy p, + New Mexico, fore the oy Con-
: ion of Mexico, horeinatter Yéferreq O ag
f' thig 21st day of Deg X, 1963, Semission
¢ Present, ing onaidcrqd' e te timony
: % recey At saiqg heary,

. ng R given ag Yequireq
urxsdiction Of thig Cause ang

en d {n Case No, 2119 oy
Pted ¢ X Speciay Tuleg
Lea COunt{. New
Yeopened At the ye ar
T, 1961, &t which time opa:fgzrs in
AL and ghey, Cauge Why the Ppoo]
on ‘O"'.(-’ T un*tﬂo

Sl




-2-
. CASE No. 2119
. Order Ko. R-1827-A

3 (6) That the applicant, The Ohio 0il Company, proposes that
| Rule 3 of the special rules and regulations promulgaied fox the
i subject pool allow the initial wsell on any 80-acre unit to be
: located within 130 feet of the center of either the NW/4 or the
' SB/4 of the quarter section on which the well is located.

; ~ (7) That the temporary special rules and regulations,
7 ex¢luding Rule 3, promulgated for the subject pool by Order
! No. R-1827, should be made permanent.

i (8) That Rule 3 of the special rules and regulations for
i the subject pool should be amended and, as amended, should be
. made permanent.

IT 1S THEREFORE ORDERED:

| (1) That the temporary special rules and regulations,

| axcluding Rule 3, prommulgated for the lea-Bone Springs Pool by
* Order No. R-1827, entered in Case No. 2119 on December 8, 1960,
+ are heredby made permanent.

' (2) That Rule 3 of the special rules and regulations for
! the subject pool is hereby amendad as follows and, as amended,
|| is hereby made permanent:

" 3: The initial well on any 80~acre unit in said
pool shall be located within 150 feet of the center of
any quarter-quarter section on which the well is loca-
ted, Any well which was completed in the Lsa~Bone
Springs Pool or which was drilling to the Bone Springs
formation within one mile of said pool prior to Jan-
uary 1, 1961, is granted an exception to the well
location requirements of this rule.®

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

DONE at Santa Pe, New Mexico, on the day and year herein- §

designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Y

VTP AT - ¥ R sevIedLls
LIV A Klle BN EASN Ly

A, L. PORTER, Jr., M Secretary
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RSM/esr BEFORE THE OIL CONSERVATION COMMISSION
Noyember 28 OF THE STATE OF NEW MEXICO

z%ﬁu/‘ IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
”/pg COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

C)’“ , . CASE No. 2119
#fﬁ Order No. R- /527
gﬁ : APPIJCATION OF THE OHIO OIL COMPANY
FOR AN ORDER CREATING AND ESTABLISH-
ING TEMPORARY SPECIAL RULES AND

REGULATIONS FOR THE LEA-BONE SPRINGS f
POOL, LEA COUNTY, NEW MEXICO, TO

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
-November 16, 1960, at Santa Fe, New Mexico, before the 0il Conser-
vation Commission of New Mexico, hereinafter referred to as the

"Commission."

NOW, on this day of. x1¢1/' , 1960, the Commission,
a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, 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 on the basis of a discovery well drilled in the
NW/4 SW/4 of Section 12, Township 20 South, Range 34 East, NMPM,
Iea County, New Mexico,ﬂto a depth of approximately 9665 feet,
the apﬁii@ant. The Ohio Oil Company, seeks an order creating a
new bii pool for Bone Springs produétion to be known as the lea-
_Bone Springs Pool and to comprise the NS SW/4 of sai§ Section (2.
(3) That the applicant further seeks the promulgation of

temporary special rules and regulations for the Lea-Bone Springs

Pool tokprovide for 80-acre proration units.

(4) That the evzdence presented indicates that at least L
may be
for the present 1t4&e uneconomical to drill wells on 40-acre

pro:ation units 'in the subject pool, and to remain on such a

R o :
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¢ RULE 2. Each well completed or recompleted in the Lea-Bone

Eéiéa No. 2119

. spacing pattern might impede further development in said pool.
: (5) That the evidence presenééd concerning the reservoir
;%characteristics of the Lea-Bone Springs Pool justifies the
?establiShment of 80-acre proration units in said pool for a
itemporary one-year period.

(6) That during the one-year period in which thiskorder

iwlll be in effect, the applicant should gather all available

i
1
I

information relative to drainage and recoverable reserves in the

subject pool, including core data and benafide interference tests.

‘ (7) That this case should be heard again by the Commission
!at the regular monthly hearing in December, 1961, at which time
the applicant should be prepared to provg-by a preponderance of
the evidence the sige—e€ proration uni;?é; wvhich the subject pool

can be most efficiently drained and developed.

IT IS THEREFORE ORDERED:

(1) That a new pool in Lea County, New Mexico, classified

as an oil pool for Bone-Springs production, be and the same is
hereby created and designated as the Lea~Bone Springs Pool con-
sisting of the following-described acreage:

TOWNSHIP 20 SOUTH, RANGE 34 EAST, NMPM
Section 12: oWk SW/4

{2) That temporary special rules and regulaticns for the

Lea-Bone Springs Pool in lea County, New Mexico, be and the same

are hereby promulgated as follows, effective January 1, 1961.

SPECIAL RULES AND REGULATIONS FOR THE
LEA-BONE SPRINGS POOL

RULE 1. Each well completeid@ or recompleted in the Lea-Bone Springs

Pool or in the Bone Springs formation within one mile of said pool,

and not nearer to nor within the limits of another designated
Bone Springs pool, shall be spaced, drilled, operated and pro-

!
|
|
rated in accordance with the Special Rules and Regulatioéns herein-

!

after set forth. i

Springs Pool shall be located on a unit containing 80 acres,
more or less, which consists of the N/2, S/2, E/2 or W/2 of a

single'governmental quarter section; provided, however, that
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;§nothing contained herein shall be construed as prohibiting the
drillinq of a well on each of the quarter-quarter sections in

1

the unit.

{RULE 3. The initial well on any 80-acre unit in said pool shall

SE/4 of the quarter section on which the well is located. Any
o Ll bsoo M1 +fo e Bone Springs formation within sne mile of 3a
{| Pool4prior to January 1, 1961, is granted an exception to the
iwell location requirements of this rule.

i RULE 4. For good cause shown, the Secretary~Director of the Com~

notice and hearing when' the application is for a non-standard unit

comprising a single quarter-quarter section or lot. All operators

application by registered mail, and the application shall state
that such notice has been furnished. The Secretary-Director of
v>£he Commission may approve the application if, after a period of
30 days, no offset operator has entered an objection to the forma-
tion of such non-standard unit. |
The allowable assigned to any such non-standard unit

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

RULE 5. An 80—acré proration unit (79 through 81 acres) in the
Iea-Bone Springs Pool shall be assigned an 80-acre proportional

factor of 4.77 for allowable purposes, and in the event there is

more than one well on an 80-acre proration unit, the operator may

‘produce the allowable aSsigned to the unit from the wells on the

unit in any proportion.

i
i

IT IS FURTHER ORDERED:

ff That operators who propose to dedicate 80 acres to a well

ffin the Lea-Bone Springs Pool must file an amended'Conmdssion Form

i

'

C 128 with the Hobbs District Office of the Commission by Dec-

've located within 150 feet of the center of either the NW/4 or the!

well which was dwddling—5e—e#- completed in the Lea-Bone Springs Lf

mission may grant exception to the requirements of Rule 2 without ;

| offsetting the proposed non-standard unit shall be notified of thef

Y

ymal

!

ember 16, 1960, in order that the well may be assigned an 80- acre§

allowable on the January proration schedule.
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IT IS FURTHER ORDERED:
That this case be reopened at the regqular monthly hearing

of the Commission in December, 1961, at which time operators in
the subject pool shall appear and show cause why the Lea-Bone
Springs Pool should not be developed on 40-acre proration units.

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

RS B g o 2 e e cer e 1
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JEW/esr A
' December 18, 1961 .
BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO
‘1’/ 4 IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR ,
| THE PURPOSE OF CONSIDERING: _
V/ CASE No,_ 2119

Order _No. R~ ZZ 2 Z - 4

IN THR MATTER OF THE APPLICATION
OF THE OHIO OIL COMPANY FOR THE
ESTABLISHMENT OF 80-ACRE OIL PRO-
RATION UNITS IN THE LEA-BONE
SPRINGS POOL, LEA COUNTY, NEW
MEXICO.,

ORDER OF THE COMMISSION

BY THE COMMISSION:

' This cause came on for hearing at 9 o'clock a.m. on
December 13 , 1961, at Santa'Fe, New Mexico, before the Oil Conser—
vation Commission of New Mexico, hereinafter referred to as the

"Commission." ’

NOW, on this day of __ December, 1961, the Comm:l.ssiOn,
a quorum being present, having considered the testimony presented
and the exhibits received at said hear i fully advised
AN R e

3
A

- (1) That due public notice having been given as re‘qufred by
law, the Commission has jurisdiction of this cause and the subject

mattex thereof, . :
(2) i phe recpened cose
‘ ’ @ That the evidence presented Aindicates that the Iea-

Bone Springs Pool ik-hea=euntweiiew—exice, can be efficiently

and economically drained and developed on 80-acre proration units.

_ (f) That to require development of the sub ject pool on 40-
i acre proration units might cause the drilling of unnecessary wells.
(5)' That development of the subject pool on 80-acre prora-

tion units will not cause wéste.
‘ /ropaxe:
() That the applicant, The Ohioc Oil Company, /seelss=e=medasn—

: o
ﬁ‘é-i Rule 3 of the vewmemmmy special rules and regulations
| I/ow

promulgated for the subject pool wilkidhies2stiams the initial well

-on any 80-acre unit to be located within 150 feet of the center

of elther the NW/4 or the SE/4 of the quarter section on which

the well is located,.
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[CASE No. 2119
(ﬁb That the temporary special rules and regulations, ex-

cluding Rule 3, promulgated for the subject pool by Order No.

| R-1827, pemiewairsn-daseNow 2l e-Ncoenbec-GrdB6d, should

i be made permanent.

(§) That Rule 3 of the special rules and regulations for

the subject pool should be amended and, as amended, should be

made permanent.

IT IS THEREFORE ORDERED:

(i) That the temporary special rules and regulations, ex-
cluding Rule 3, promulgated for the Lea;Bone Springs Pool by
Order No. R-1827, entefed in Case No. 2119 on December 8, 1960,
are hereby made permanent.

(2) That Rule 3 of the special rules and regulations for
the subject pool is hereby amended as follows and, as awended,
1s hereby made permanent:

"RULE 3: The initial well 6a any 80-acre unit in said -

pool shall be located within 150 feet of the center of

any quarter-quarter section on which the well is loca-
ted. Any well which was completed in £h¢ Ilea~-Bone

Spfings Pool or which was drilling.to the Bone Springs

formatioﬁ within éne mile of said pool prior to Jan-

uary 1, ].Il. is granted an exception to the well loca-

tion requirements of this rule."
(3) 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 herein-
above designated. ‘ *
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RECOVERABLE OIL RESERVES

LEA BONE SPRINGS POOL

Basic Datsa

Porosityv = 3.34% (Core Analysis #2 & #4)
Net Pay : = 16 feet (6 well average)
Water Saturation = 30% (estimated)

Recovery Factor = 25% (esttmated)

1.50 (estimated)

i

Formation Volume Factor

Volumetric Calculations

7758 Bbl/ecre-ft. x Porosity x (1-Water Saturation) x Net Pay x Recovery Factor
Formetion Volume Factor

(7758)(1)(16)(0.0334)(.70)(.25) = L83 bbl/acré
1.50

NMOCC Case No, =2/¢9
Ohio Exhibit No. 5
Date s 2~1 3-8/




COMPARATIVE ECONOMICS
FOR DEVELOPMENT OF
LEA BORE SPRINGS POOL

LO-ACRE SPACING VS, 80-~ACRE SPACING

Proposed Participating Area

Wells Required with 40-Acre Spacing
Wells Required with 80-Acre Spacing

Investment @ $225,000 per Well
For B0-Acre Spacing (57 Wells)
For 80-Acre Spacing (29 Wells)

Investment for Duasl Completion @ $25,000 per Well

For 40-Acre Spacing (57 Wells)
For 80-Acre Spacing (29 Wells)

Ultimate Reserves
0il
Gas @ 2060 cu. ft. per bbl.

W.I. Net Operating Income per Gross Bbl. of 0Oil
Produced Including Income from Gas Produced with

0il

Value

Bbl. of oil

2000 cu, ft. of gas
Total Gross Value

Costs

Severance & Ad valorem Taxes
Royalty

Lifting Costs

Net Operating Income per Gross Bbl.

W.I. Total Net Operating Income
1,101,000 bbls. x $2.18/bbl.

Net Loss for 40-Acre Spacing
Net Loss per Well

Net Losgs for 80-Acre Spacing
Net Loss per Well

Net Profit for Dual Completion for 40-Acre
Net Profit per Well )
Profit to Investment Ratio

Net Profit for Dual Completion for 80-Acre
Net Profit per Well
Fré6fit to Investment Ratio

 NMOCC Case No. 2,/
- Ohio Exhibit No. &
Date IZ 4364

$162,895
$1b2, 282

$17,105

$57,759

2280 Acres

57 Wells
29 VWells

'$12,825,000

$ 6,525,000

$ 1,425,000
$ 725,000

1,101,000 bbls.
2,202,000 MCF

$2.81
0.20
$3.01

‘$2,400,000

$1o,425,ooo

$u!125,ooo

$975,000
0.68 to 1

$1,675,000

2.31 to 1

A




PRODUCTION HISTORY GRAPH
LEA BONE SPRINGS POOL
LEA COUNTY, NEW MEXICO
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DOCKET:  REGULAR TEARING - WEONESDAY - DECEMBER 13, 1961

OTL CONSERVATION COMMISSION - 9 A.M., MORGAN HALL, STATE LAND OFFICE
_BUILDING, SANTA FE, NEW MEXICO

ALLOWABLE: (1> Consideration of the oil allowable for January, 1902.

(2) Consideration of the allowable production of gas for
January, 1962, for ten prorated pocls in Lea and Eddy
Countiecs, New Mexico. Consideration ¢f the allowable
production of gas for nine prorated pnols in San Yuan,
Rio Arriba and Sandoval Counties, New Mexico, for
January, 1962, and also presentation of purchasers'
nominations for the six-month period beginning February
1, 1962, for that area.

CASE 2460: Southeastern New Mexico nomenclature cas¢ calling for an
order creating new pools and extending and abolishing cortain
~existing pools in Eddy, Lea, Chaves and Roosevelt Counties,
New Mexico,.

B .t A 3 g B i B St S 4 01 e e o

(a) Create a new o0il pool for Delaware production, designated
as the Cruz-Delaware Pool, and described as:

TOWNSHIP 23 SOUTH, RANGE 33 EAST, NMPM

Section 19: SW/4 .
(h) Creasie a new oil pool for Wolfcamp production, designated
as the South Knowles-Wolfcamp Pool, and described as:

P TOWNSUIP 17 SOUTH, RANGE 38 EAST, NMPM
: Section 21: SE/4

(¢) Abolish the Angell-Seven Rivers Pool dascribed as:

; TOWNSHIP 19 SOUTH, RANGE 26 EAST, NMPM
! Section 28: NE/4

(d) Extend the South Bitter Lake-San Andres Pool, to include:

TOWNSHIP 10 SOUTH, RANGE 25 “AST, NMPM
Section 26: W/2 NW/a
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(e)

(i)

(g)

(h)

(1)

@)

(k)

(D

(m)

Extend the Dollarhide-Queen Pool, to include:

TOWNSHIP 24 SOUTH, RANGE 38 EAST, NMPM
Section 18: S/2 SW/4

Extend the Empire-Abo Pool, to include:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM
Section 30: W/2 SE/4

Extend the Eumont Gas Pool, to include:

TOWNSHIP 21 SOUTH, RANGE 37 EAST, NMPM
Section 16: NW/4

Extend the Justis-Blinebry Pool, to include:

TOWNSHIP 25 SOUTH, RANGE 38 EAST, NMPM
Section 19: NW/4

Extend the Medicine Rock-Devonian Pool, to include:

TOWNSHIP 15 SOUTH, RANGE 38 EAST, NMPM
Section 22: SE/4

Extend the East Millman-Seven Rivers Pool, to include:

TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 21: S/2
Section 28: NW/4
Section 29: NE/4

Extend the East Millman Queen-Grayburg Pool, to include:

TOWNSHIP 19 SOUTH, RANGE 28 EAST, NMPM
Section 12: SW/a NW/a

Extend the Pearl-Queen Pool, to include:

TOWNSHIP 19 SOUTH, RANGE 35 EAST, NMPM
Section 23: W/2

Extend the South Prairie-Pennsylvanian Pool, to incluiie:
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CASE 2461:

TOWNSHIP 8 SOUTIH, RANGE 36_EAST, NMPM
Section 17: SW/4

(n) Extend the North San Simon-Yates Pool, to include:

TOWNSHIP 21 SOUTH, RANGE 35 EAST, NMPM
Secticn 33: N/2 SW/4

(o) Extend The Shoe Bar-Pennsyvlvanian Pool, to include:

TOWNSHIP. 16 SOUTH, RANGE 35 EAST, NMPM
Section 26: NW/a

(p) Extend the Skaggs-Glorieta Pool, to include:

TOWNSHIP 20 SOUTH, RANGE 37 EAST, NMPM
Section 12: SW/4

Northwestern New Mexi¢o nomenclature case calling for ‘an

~order extending existing pools in Rio Arriba and San Juan

Counties, New Mexico and deleting a portion of a pool in
McKinley County. i

(a) Contract the Red Mountain-Mesaverde Oil Pool to include:

TOWNSHIP: 20 NORTH, RANGE 9 WEST, NMPM
Section 21: All
Section 28: All

(b) Extend the Blanco-Pictured Cliffs Pool to include:

TOWNSHIP 29 NORTH, RANGE 8 WEST, NMPM
Section 5: NW/4
Section 6: -N/2

{c) 'Extend the South Blanco-Pictured Cliffs Pool to include:

TOWNSHIP 23 NORTH, RANGE 1 WEST, NMPM
Section 5: . All

TOWNSHIP 24 NORTH, RANGZ 1 WEST, NMPM

Al]l of sections 19 thru 22 inclusive

Section 26: W/2
All of sections 27 Lhru 30 inclusive
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iqg/

Section 32: All
Section 33: N/2
Section 31: All

TOWNSHIP 27 NORTH, RANGE 5 WEST, NMPAM
Section 33: E/2

(d) Extend the Tapacito-Pictured Pool te include:

TOWNSHIP 27 NORTH, RANGE S_HEST, NMPM
Section 17: W/2

(e) Extend the Blanco-Mesaverde Pool to include:

TOWNSHIP 30 NORTii, RANGE 12 WEST, NMPM
Section 1: All
Section 12: Al}

TOWNSHIP 31 NORTil, RANGE 5 WEST, NAPM
All of partial sections 5 and 6

(f) Extend the Bisti-Lower Gallup 0il Pbol to include:

TOWNSUIP 24 NORTH, RANGE 13 WEST, NMPM
Section 29: S/2 NW/4, SW/4 Neja, & N/z S/

(g) Extend ‘the Cha Cha-Gallup 0il Pool to include:

Section 1d4: W/2 SW/45
Section 23: SE/4

TOWNS; {1 P é8 NORTH, RANGE 13 WEST, NMPM

TUW&SH[E_QQ NORT1i, RANGE 14 WEST, NMPM
Section 16: SE/4 L

(h) Extend the Devils Fork Ca2linp Pool to include:

TOWNSHIP 24 NORTH, RANGE 6 WEST, NMPM
Section 7: W/2 NW/4 & N/2 sSwW/4'

(i)  Extend the Totah-Gallup 0il Pool Lo include:

TORNSHIP 29 NORTH, RANGE 1 WEST, NWPH
Section l4: N/2
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CASE 2459:

e

s o e

" CASE 2118: (Reopened)

In the matter of the application of The Ohie Oil Company

for the establishment of 80-acre oil proration units in the
Lea-Devonian Pool, Lea County, New Mexico. . Case No. 2118
will be reopened pursuant to Order No. R-1826 to permit

the applicant and other interested parties to appear and.
show cause why the Lea-Devonian Pool should not be developed
on 40-acre proration units, »

Application of The Ohio Oil Company for tot-acre spacing,
Lea Devonian Pool, Lea County, New Mexico. Applicant, in
the above-styled cause, secks an order requiring l60-acre
proration units ‘and 160-acrc spacing for the Lea-Devonian
Pool, Lea County, New Mexico. Applicant further seeks the
establishment of special rules for said pool which would
include an oil allowable faclor in cvxcess of the 80-acre
allowable factors provided by the statewide rules., Said
Lea-Devonian Pool is currently governed by temporary 80 sciv
rules,

—
CASE 2119: (Reopened)

In the matter of the application of The Ohio Oi1l Company for
the establishment of 80-acre oil proration units in the Lea-

Bone Springs Pool, Lea County, New Mexico. Case No. 2119

wiil be reopencd. pursuant to Order No., R-1827 to permit the
applicant and other interesicd parties to appear and show
cause why the Lea-Bone Springs Pool should not be devernned
on 40-acre proration units, ‘



GOVERNOR
EOWIN L. MECHEM
CHAIRMAN

State of Nefw Wexica
© il Eonsgerbation Commigsion

y

L. AND COM‘MISSIONEH 15 & STATE GEOLOGIST

€. 5, JOHNNY WALKER A, L. PORTER, JR.

MEMBER SECRETARY - DIRECTOR
P. 0. BOX 871}
SANTA FE
December 21, 1961
My, T 11 n Re: Case No. 2119
. Tearrell Couc _;
The Ohioc 0il Company Order No. R-1827-h i
P. O. Box 3128 Applicant: :
Houston 1, Texas :
—The Ohic 0Oil Company
Dear Sirs
Enclosed herewith are two coples of the above-referenced

Commission order recently entered in the subject case.

Very truly yours, ,

e

y e
A. L. PORTER, Jr.
Secretary-Director

St e L T g e T .
[N S S e

tv/
Carbon copy of order also sent tos

Hobbs OCC ____ X
_ Artesia OCC
] Aztec 0OCC _
OTHER My, C, R. Black - Texaco
Mx. Bill Xastler ~ Gulf
Mr. Joe Mefford, Sinclair 0il & Gas Company .~




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE ESTABLISH- )
MENT OF POOL RULES FOR THE LEA- )
BONE SPRINGS POOL SITUATED IN ) No. 2119
SECTIONS 11 and 12, TOWNSHIP 20 )
SOUTH, RANGE 34 EAST, N.M.P. M., )

)

LEA COUNTY, NEW MEXICO,

ENTRY OF APPEARANCE

The undersigned! Atwood & Malone of Roswéll, New Mexico,
a firm of attéfneys all of whdse members are duly licensed to prac-
tice law in the Statc of New Mexico, hereby enters its appearance as
co~-counsel with J. O, Terrell Couch, Esquire, Houston, Texas, for
The Ohio Oil Company, Petitioner in the above styled and numbered

case.

ATWOOD & MALONE

Roswell, New Mexico

November 28, 1961 /

By Zé Ttw X S AA L e
Post Office Drawer 700

Roswell, New Mexico
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BEFORE THE
OIL CONSERVATION COMMISSION
' Santa Fe, New Mexico
December 13, 1961

REGULAR HEAKING

IN THE MATTER OF:

FARMINGTON, N, M,
PHONE 32%-1182

|

P |

-k

The application of The Ohio 0il Com-
pany for the establishment of 80-acre
oil proration units in the Lea-Bone
Springs Pool, Lea County, New Mexico.
Case No, 2119 will be reopened pur-
suant to Order No., R-1827 to permit

the applicant and other interested
parties to appear and show cause why
the Lea-Bone Springs Pool should not

be developed on 40-acre proration units,

s ew @ N e e G v W G0 SN ER G P e» B E= m @& EE 8 @ o =

BEFORE: Mr. A, L. Porter

B

AN S LA S e

HE Em =R

Mr. E. So Walker
Honorable Edwin L. Mechem

TRANSCRIPT OF HEARING

Case 2119

i
i
{
¥
!
i
H
1
ES

MR, PORTER: The hearing will come to order, please.

Wa?ll take up Case 2119,

A k< T
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DEARNLEY-MEIER REPORTING SERVICE, Inc.

B

P

MR, MORRIS: Application of The Ohio 0il Company for

‘the establishment of 80-acre oil proration units in the Lea-

Bone Springs Pool, Lea County, New Mexico,

ALBUQUERQUE, N, M
PHONE 243.6691

MR, PORTER: Mr. Couch,

MR. COUCH: J. O. Terrell Couch, appearing for The

Ohio 0il Company. The records of the Commission will reflect




PAGE 2

appearance has Leen cntered in this Case 2119 by Atwood and

Malone advising that I am associated with them in the ﬁ?ésentation
Rt

of the case. In Ncvember, 1960, when The Ohio sought initZal pool

rules for Lea-Bone Springs Pool we requested temporary 80-acre

proration unit with a fixed spacing pattern. Today, having ob-

FARMINGYON, N, M
PHONE 325.1182

tained additional data for regulating the pool, as determined by

the Commission, having evaluated that data, we are requesting that

the 80-acre proration be maintained, but with flexible spacing
pattern,

The original conclusion that the pool will not suﬁﬁért the
drilling of a well for Bone Springs production alone remains
unchanged. The prospects are even bleaker. We consider it
a strictly salvage operation and we believe that youtll agree
when the data tha£ we have, the evidence is presentéd.

Wetll have only one witness in this case, Mr. Young.

MR, MORRIS: Let the record 5how that Mr. Young was

sworn in the previous case,

MR, COUCH: For the purpose of shortening the record,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROGUE, N, M,

would it be appropriate to refer to his statement of qualification

PHONE 243.6691

in that case?
MR, MORRIS: Yes.

MR, COUCH: We request that be done,




ROY M, YOUNG

called as a witness, having been previously duly swofn, testified

as follows:

DIRECT EXAMINATION

BY MR, COUCH:

FARMINGYON, N. M
PHONE 325-1182

Q  State your name. A Roy M. Young.

Q You are employed by The Ohio 0il Company?

A Yes,

MR, COUCH: Are the qualifications of the witness

accepted?
MR. PORTER: The Commission considers Mr. Young gquali-

fied to testify in this case,
MR. COUCH: Thank you.

Q Have you continued your study of the available engineer-
ing and geological data with respect to Bone Springs Pool since
the last hearing?

A Yes, sir, I have,

Q And in this connection have you attempted to reach an
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opinion as to what proration unit -should be adopted for the Lca-

ALBUGUEROQUE, N, M.
PHONE 243.6691

‘Bone Springs Pool?
A Yes, sir,

Q For the purposes of preventing waste and protecting

correlative rights and to aid in preventing the drilling of
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FARMINGTON, N, M,
PHONE 325.1182

CE, Inc.

DEARNLEY-MEIER REPORTING SERVI

ALBUQUERQUE, N, M.
PHONE 243.6691

unnecessary and uneconomic wells?
A Yes, sir.

{Whereupon, Ohio?s Exhibit No. 1
was marked for identification.)

Q Mr. Young,‘please»refer to‘what has been marked Ohiot*s
Exhibit 1 in this case. Does this Exhibit 1 show the Lea Unit
area as referred in the record in the prior Case 2119 and 24597

A Yes, sir, it does. |

Q The yellow area also represents a proposed revised
participating area on this exhibit?

A On this exhibit it represents the original Bone Springs
participating area as related to the Bone Springs formation.

Q Yes, 'sir, the original area of the Bone Springs.

A This participating area has been approved by the State

Land Commissioner and now pending by the United States Geological

Survey.

Q Youtve shdwn colqred dots on certain of the wells shown

on this exhibit, have you?

A Yes, those are the wells that are completed and produc-

ing from the Lea-Bone Springs Pool.

Q There are four colored dots in the unit area?

A Yes, sir.

Q Are each of those wells in the Bone Springs completion?

A Yes, sir, they are,
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FARMINGTON, N, M,
PHONE 325-1182
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PHONE 243.6691

Q Tn each instance a dual completion with Devonian pro-
duction?
A Yes, sir.

Q The United States Smelting Federal No. 1, located West

of the unit shown by a purple dot, is also a Bone Springs com-

pletion?

A Itts a dual with the Bone Springs and Lea-Pennsylvanian
Gas Pool,

Q Therets some data shown below each of the colored dqts

on Exhibit 1. What is that?

A That data is the elevation, total depth and top of the
Bone Springs pay in each of those wells,

Q Do you have a contour map to present in connection with
this case?

A No, sir, I do not. You will notice that the top of the
Bone Springs pay in each of these wells are all within eight'fééf\
of each other., Therefore, the Bone Springs pay in this area is
flat, An attempt to contour it at this time would not be of valuej

Q What is your opinion as, to the producing mechanism in

this Bone Springs Pool?

A In my opinion the available data show that this reservoiﬂ

will be produced by solution gas drive,

Q Will it be a low or high percentage of recovery?
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o - - Undar that nraducing mechanism the recovery will be low

>=»
<
-
ot

percent.,

f Q Have the productive limits of the Bone Springs been

defined as yet?

A  No, sir, they have not,

FARMINGTOM, N, ™
PHONE 32%.1182

Q What can you tell us about the reservoir characteristics
or pay characteristics in the Bone Springs Pool based on data
presently available?

A All available data shoﬁ that the Bone Springs is a very
erratic formation of varying porosity and permeability and will
at best be only a salvage operation.

Q You have shown on Exhibit 1 a solid heavy line marked
A-Al. What does that indicate? -

A A cross section of the Bone Springs Pool along the line
denoted A-Al has been prepared as Exhibit No. 2.

(Whereupon, Ohio's Exhibit No. 2
was marked for identification,)

Q Will you please look at Exhibit No. 2? Mr, Young, what

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

was the source of the information you have put into this Exhibit

No., 27

PHONE 243.6691

A Exhibit No. 2 is a cross section prepared with the use

of Forxo and micrologs of the individual wells. The top portion

of the.cross section shows the main Bone Springs pay, the bottom




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

FARMINGTON, N. M,
PHONE 325.1182

'PHONE 243.6691

PAGE 7

portion shows the lower stringer of the Bone Springs Pool,

@  What information have you shown above each well on the
cross section?

A Above each log on the cross section is a heading which
consists of £he well name, the location, the elevation and the

completion date in the Bone Springs.

Q What is the heavy line shoﬁn across the top portion of
the exhibit?

A That is the top of the Bone Springs pay.

Q What other information have you indicated on each of
the logs on Exhibit 2, Mr. Young?

A Shown on each log is the perforated production interval
of each weli along with any drillstem test data. The intervals
cored in Wells No. 2 and 4 are shown on their respective logs.

Q  What's the red coloring indicate on the log?

A The scattering of red color shows, in my opinion, the
amount, of net pay encountered in each of these wells.,

Q Have you made a computation of the average net pay?

A Yes, sir, the average net pay is 16 feet.
@  WYhat else can you tell us about the characteristics of
that pay?

A In all the wells the net is composed of broken porosity

scattered throughout the Bone Springs Pool. This shows the

®
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erratic character of the pay in this pool.

(Whereupon, Ohiot's Exhibit No. 3
' cations)

was marked for identificat one)
Q Mr. Young, have you had prepared an exhibit showing the
production history of the Lea-Bone Springs Pool? |

A Yes, sir, that is Exhibit 3.

FARMINGYON, N, M,
PHONE 32%5.1182

‘Q " VWould you describe for us briefly the pertinent infor-

mation shown by that exhibit? | -

A Yes, sir, this is a‘pfoduction history graph of the Lea-
Bone Springs Pool as of November 1, 1961. There were five wells
producing with a cumulative prbduétibn‘of1153,2h3 barrels. The
botﬁbmvhole‘préssures that are'piéttéd for'the'ih&iﬁiaual wells
include all a#ailable«presSu£e except those which we will present
in'Eihibit he TﬂeséibféSéufeslére measured on a datum of minus
5840,

VQ AWhat about the initial pressure shown for Wells 1, 2 and
5, do you héve én& coﬁmeﬁﬁysﬁgut that?

A Yes, sir, those wells had an initial pressure of equal

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

magnitﬁde;}

Q That's the red dot, blue dot and green dot?

PHONE 243.6691

A Yes, sir.
Q And, again, you are using the color coding that's shown

on Exhibit 17

i A Yes, sir.
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Referring now to Exhibit 2, Mr, Young, Specifically ¢,

Wells NQ. 1 and 4, what does that indicate to you with respect to

the interval in whichﬁthose wells are completed ang pProduced?

“,

A Unit Wells 1 and 4 are both Producing from the

equivalent interval, it's»the uppermost portion of the Bone

HONE 325.1182

nrmu'vc'rou, N,

P

Springs-pay.

Q Observe the orange dot, the initia) Pressure recorded

in Well No. 4 on Exhibit 3, and give us your conclusion and

opinion concerning ~nat pressure,

ALBUGUERQUE, o, .
PHONE 24
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Q This verifies your opinion, as based on the logs, that
“the wells are produ¢ing in the same or equivalent interval?
A Yes, this shows a drainage at location of Well No. &

occurred as a result of production from Well No. 1.

Q What other observation would you care to make concern-

FAKMINGTON, N, ™
PHONE 325.1182

ing Wells 1 and 4 and the pressures?

A Another observation which I make is the rapid decline
in Wells No. 1 and 4 with relatively small withdrawals. Again,
- to me spotlighting the poor character of the pay and the'poor
economics in the development of the Bone Springs Podl.

Q ﬁow, you refer there to the relatively small withdrawals}
the actual amount of withdrawals from the reservoir shown on
your Exhibit 3, is thatrnot right?

A Yes, sir,

Q Mr. Young, the Commissionts order in the temporary 80-
acre spacing case for this pool required or requested that The
Ohio run pressure interference tests inﬂthis‘pool, did it not?

A That is correct,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERCUE, N. M.

Q Was the attempt made to run those tests?

PHONE 243.6691

A Yes, sir, it was.

B (Whereupon, Ohio's Exhibit No. 4
was marked for identification,)

Q Have you prepared an exhibit that demonstrates the

56>

L Sragl
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i results of the jnterference resting procedures in the Bone Springs

Pool?
A TYes, sir, I have. That's gxhibit No. le

Q You conducted this interference test between Wells

No. L and 1, theYy being in this same equivalen® interval, is

wad

FARMINGTON, N. M
PHONE 32%.1182

that right?

, Inc.

A Yes, sire

et

Q When was that vest conducted?

A That test was conducted in August of 1961.

Q This was after the Commission's order had been entered

permitting shutting in wellscand transferring their allowables

to other wells?

i ‘A Yes, sir.
™ Q For the purpose of_aiding in rgnning these tests?
t A Xes, sir.
Q Please‘describe for us pasically what the test consgisted
- of.
ﬂ A Basically ﬁhe Bone Springs interference test consisted

DEARNLEY—MEIER REPORTING SERVICE

ALBUQUERQUE, N. M.

of shutting it Wells 1 and & for 96 hours.

PHONE 24£3-6691

Q The first pressure information shown on Exhibit L4 18

the pressure information pecorded after that 96-hour shut-in

~ : period?

A Yes, sir, it ise.

-
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Q What did you do after that?
A Amerada gauges were placed in both wells. On August

1st the Well No. 1 was opened on a 20/64" choke,

Q  That's the red spot?

A Yes, sir. The red spot is a record of the flowing

FARMINGTON, N, M
PHONE 325.1182

bottom hole pressure in Well No. 1.

Q How much did it flow, at what rate?

A The first day it flowed 443 barrels of oil. This rate
gradually decreased to 320 barrels of oil per day, and then on
August 29 the choke was increased to a 23/64.

Q That was to maintain about that steady rate of flow?

A Yes, sir,
| Q How long did you record the bottom hole pressure in
Well No. 17

A Approximatély 72 hours.

- Q And the bottom hole pressure, the shut-in bottom hole

pressure in No. 4, the orange dots?

A We recorded those for approximately 38 days.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M.

Q That would be from about August lst --

PHONE 243.6691

A To September 7.

—d

Q -~ to September 7,jyes. How were you able to continue

- doing that all during that period?

A This was done by changing the 72-hour charts every
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three days in the Amerada pressure gauge.

Q In your opinion, Mr. Young, is this test conclusive

el

of anything?

A Itts somewhat inconclusive, but since the Commission

indicated they wanted interference test, we made the tests and

FARMINGTON, N, ™
PHONE 325-1182

now present the data obtained.

Q There wasntt any way.you could tell ahead of time

- whether the test would be included or not?
A That is correct.
Q Mr. Young, the 96-hour shut-in pressure measured on Well
No, 4 at the beginning of the test was how much?
A 1803 psi.
Q And 96-hour shut-in pressure measured in Well No., I
believe I said Well No. 1 there, did I?
A The initial pressure, the 96-hour shut-in pressure in
No. 4 was 1803 psi, in No. 1, it was 2859 psi.
Q What did this indicate to you about Well No. 47

A This slow buildup recorded in Well No. 4 indicates to

DEARNLEY-MEIER l?llF%)lI]Y?V(:.SEHRl7ﬁCIZ Inc.

ALBUQUERQUE, N, M,

me that it is in an area of extremely tight permeability.

PHONE 243.6691

Q  That had not built up in 96 hours any higher than

- 1803 pounds, is that right?

A Thatt's right.

-

| Q During the time that it was shut-in during this period

ot ]
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of 38 days, Well No. 1, was that continuing to flow at that time?

A Yes, sir.-

Q And had a double allowable, approximately?

A Yes, sir, the flow rate of Well No. 1 is shown on

Exhibit No. 4.

FARMINGTON, N, M
PHONE 325.1182

Q During the‘entire time of this test the bottom hole
pressures recorded in No. 4 continued to build up, is that right?

A Yes, sir.

Q What is your dpinion as to whether No. 4 would have

stabilized in 38 days plus 96 hours, thatts about 42 days, isntt

it?

A Yes, sir,

Q What!s your opinion as to whether that No. 4 well would
have bullt up higher than 2361 pounds as shown on Exhibit 4?

A It is my opinion that interference from Well No. 1
prevented Well No, y from building up to its maximum pressure,

Q Well No. 4 is a tight well, though, isntt it?

A Yes, sir, it 1is.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N. M,

Q In your opinion would it have built up to a higher

PHONE 243.6691

pressure in 42 days'! time if it hadntt been for the influence of

No. 1 producing?

- A In my opinion it would have,

. (Whereupon, Ohio's Exhibit No. 5
was marked for identification.)
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Q All right, Mr. Young, have you made a calculation of
the recoverable reserves in Bone Springs Pool?

- ‘ A Yes, sir, T have. That's presented in Exhibit 5.

Q The basic data for these calculations is given right on

that exhibit, is it not?

FARMINGTON, N, M
PRONE 3235.1182

A Yes, they are.

Q Will you please run through that basic data, referring

to the source of the data?

= A Yes., The porosity in the Bone Springs is, measured by
core analysis of Wells No. 2 and 4, is 3.34%. The net pay is

16 feet, this was an average of the six wells shown in the cross
section of Exhibit No. 2. I have estimated a water saturation of
30%, In my opinion, with this low porosity, I would expect that

the water saturation was probably higher, but for the purposes

of these calculations, I have used 30%.

Q Mr. Young, if the connate water saturation was higher

than 30%, would that increase or decrease the recoverable reserves

you computed?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M.

A That would decrease the recoverable reserves which I

PHONE 243.6691

have calculated,

Q Make the economics even poorer, would it not?

A Yes, sir.

Q Proceed to your recovery factor.
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A 1 have estimated recovery factor to be 25%, Even %his

figure is prebably optimistic, but again, for these calculations

I have used the most optimistic approach, and the;reSult still

I demonstrates that the Bone Springs is a salvage type operation.

Q The last data that you give is the formation volume
factor?
A Yes, sir, the formation I estimated to be 1,5, and based

on a solution gas—oil ratio of 900 cubic feet per barrel.

Q Using those data, have you calculated recoverable oil

reserves from the Bone Springs?

A Yes,‘sir.

Q What was the figure that you calculated?

A I calculated that the recoverable reserve of 483 tarrels
per acre.

Q Is this similar to what you calculated in the previous
case, Mr, Young, when you had one well for ybut source of infor-
mation?

A In the previous hearing of Case 2119 I gave credit to
some recoverable oil from the tight sand interval below the dolo-
mite in the main pay section,

Q Have you included that tight sand in your recoverable

01l reserve calculations at this time?

A No, sir, I have not., 'An unsuccessful attempt was made
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to complete Well No. 5 in the sand section and a completion could

not be effected,

yf Q Weil, then, thatts the reason you have not considered
that sand as capable of producing any oil as far as your calcu~

lations of recoverable reserves is concerned?

FARMINGTON, N, M
PHONE 325.1182

A Thatts right, I have not cgnsidered it, but during the
life of the reéervoir some flow from the sand to the dolomite
might occur, in my opinion»phat would be a small amount.

Q That would possfgly increase slightly the recoverable
reserves you have estimat;d if that happoned?

A Yes, it would.

(Whereupon, Ohio¥s Exhibit No. 6
was marked for identification.)

Q Have you used this recoverable reserve calculation in
preparing an exhibit to demonstrate the comparative economics
for the development of Lea-Bone Springs Pool?

A Yes, sir, I have,

Q Is this marked Exhibit 67 . A Yes, sir, it is.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

Q Again, in preparing these*comparative economics, have

you used the proposed participating area for the Bone Springs

PHONE 243.669!

Pool?
A Yes, sir,

Q Comprised of 2,280 acres, is that right?

- A Yes, sir, and that's the yellow area shown in Exhibit 1,




Q If that acreage were developed to a density of one well
per holacres, how many wells would be required?

L 57,

s
e
-

Q This is shown on Exhibit 6?2

PAGE 18 ’ l
A Yes, sir.

FARMINGTON, N, M
PHONE 232%.1182

Q If the entire area were developed on a density of one
well to 80 acres, how many wells would be required? |

A 29,

Q This also is shown on Exhibit 62

A Yes, sir.

Q Will you briefly refer to the investment costs for

these wells based on the estimated cost of drilling a well to

the Bone Springs?

A - The estimated investment cost to drill a Bone Springs
well would be $225,000. In a complete development program of
LO-acre spacing, the total investment would be $12,825,000, and

with an 80-acre spacing, $6,525,000.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUOUERQUE, N, M,

Q Mr. Young, these are hypothetical wells, aren't they?

A Yes, sir, they are.

PHONE 243.6691

Q Then to get a little more practical about this Bone

- Springs, have you got any information on the investment to dually

’” complete these wells?

A The investment to dually complete an existing well

t
e ]

el




ihte +ne Bone springs would be $25;600 per welle
Q with 57 wells, an snvestment of hov much?

A $1,u25,000.

Q With the 29 for 807?

Q Using
recoverable reserve per
of 2,280, have you determined the rotal reserves paged on yhose
figureS?

A pased on ghose f£iguresd, the pltimate reserve would be
1,101,000 parrels. The ultimate gas recovery at Z,OOO.cubic

feet peT parrel would be 2,202,000 MCF »

Q You have computed also the working jnteresy; neb
~ operating income vased on ghat gotal reco
xhat are being received for the oil and yhe value

A Yes, the working jnterest, total net operating i

would amount 0 $z;b,oo;‘f'?5'o.‘

Q And youtve

ghetre also?

N, M.
6691

p Yes, that 18 $2,18 2 parrele

ALBUQUERCUE,
PHONE 243

{cipating ared were,actuaily

developed on ,0-acre gpacing by drilling wells for Bone springs

production alone, what does your computation show?

A The total nev economic 1088 for the 4O acres for a singl
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would be £10,425,000, or a net loss of $182,895.
: Q  Are those figures underlined in red on your exhibit?
- A Yes.
C Q You have some more figures underlined in red on Exhibit
B - 1 6. What do they show? | |
58 :
- %2 A The net economic loss for 80-acre spacing by single
s 20
<z N
h§ ** | completions will be $4,125,000, or a net loss per well of
1’-5“ $142,241.
- E: Q Sveaking in terms of dual completion on 40-acre pattern,
B m K
s gg if you had wells drilled to other formations on 40 acres, have
- O you made calculations as to the net profit?
- = :
s g: A Net profit for dual completion on LO-acre pattern would
1 ga be £975,000 or $17,105 per well.
“a gg Q That is a profit investment ratio of what?
” m A 068 tO lo.’i“
- =
. ES Q That?s not very attractive, is it?
v :? A No, sir, it isntt.
Eg Q The net profit on an 80-acre pattern, if wells were
h Eé available there?
3 w : : i
. é§ :§ A The total net orofit would be $1,675,000, or an average
: ' §§ of $57,759 per well, for a profit to'investment ratio of 2,31 to 1
- g8
., it Q Now, considering this data that we have, is that all
- the data you have got on the Bone Sprincs to add to what has been
- préviously submitted in the first hearing?
. A Yes.

©
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Q Are you now in 2 vosition, Mr. Young, to make a recom=-
mendation to the Commission concerning pool rules?

A Yes, I am.
'Q Would you proceed to do so?

A It is my recommendation to the Commission that permanent

FARMINGTON, N, ™
PHONE 325.1182

pool rules be established for the Lea~Bone Springs Pool requiring
80-acre proravion units. Each proration unit to consist of any twi
contiguous Governmental -quarter quarter sectibns within the same

quarter section.

Furthermore, it is my recommendation that the standard
location fqr wells be within 150 feet of the center of either
Governmental quarter quarter section within the proration unit.

I furthcr recommend that the pool rules provide ‘exceptions
to be granted in the location of any well where necessary to
prevent waste and protect correlative rights.

Q Mr. Young, referring to Wells 1 and L, ﬁéw far are they

apart?

A 1867 feet.,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUIL N. M
PHONE 243.6691

Q And you havs previansly testified that they're completed

in the same interval?

A YeSo

Q Is it your opinion that the production from Well No., 1

=

has affected the area in No. 4, or vice versa, or not?

7
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A Yes, sir, I believe there has been interference between

those two wells.

- Q Mr. Young, what has been the cumulative recovery from
Well No. 1 in the Bone Springs?

A 66,802 barrels.

FARMINGTON, N, M
PMONE 3253.1182

Q As of what date?

E, Inc.

A As of November lst, 1961.

~
)

Q Mr. Young, according to your reserve calculations, how
much o0il would have been in place in the 80 acres surrounding

Well No., 1?

A Based on the volumetric reserve calculation, the
i expected 0il recovery from an average 80-acre well in the Bone
Springs will‘be approximately 39,000, The No. 1 well is
berforated in a section that has only 11 feet. Now, thé average
well of 39,000 barrels was calculated on 16 feet. So, therefore,
the recoverable oil from the section which No. 1 is produecing

from would be something less than 39,000 barrels.,

Q What does this indicate to you with respect to Well No,

DEARNLEY-MEIER REPORTING SERVI(

ALBUQUERQUE, N, M.

1?

PHONI 243.66%1

A In my opinion this shows that No..l has to'date drained

- an area substantially in excess of 80 acres.

Q Within the interval in which it is perforated?

A Yes, sir,
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Q So that even this pay is erratic, that where it exists
§ there will be drainage over areas in excess of 80 acres?
'i A Yes, sir.
- Q Is it because of that information that you have on

drainage, as well as because of the information on the economics

FARMINGTON, N, M
PHONE 325-1182

involved here, that you have made this recommendation for 80-acre

proration unit?

ndations are based on all the available

A i s
A Ies, my recommen

data that has been presented here.

-

Q As to the flexible spacing pattern that is recommended,
ig that because of the erratic nature of the pay, among other
things?

A Among other things, yes.

nermit wherever possible an attempt to be made to

~
v - e

O

produc? this Bone Springs oil wherever it can be economically donej

A Yes, sir.

MR. COUCH: This concludesxﬁpr direct testimony.

MR. PORTER: Any questions? Mr. Morris,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

CROSS _EXAMINATION

PHONE 243.6691

BY MR, MORRIS:

- Q Mr. Young, would the Ohio consider drilling a well to

the Bone Springs pay in an 80~acre proration unit?

: A All the available data and the economics shows it would

=)
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be unprofitable to do so, so I will have to assume that the Ohio
management would not. |

Q Assume with me, if you will, and I think you'll be happy
to, that the Commission should approve 160~acre proration units

in the Devonian in this area, and the field were developed on

FARMINGTON, N, M
PHONE 325%-1182

that density, then the only Bone Springs wells you would have,

even though they might be on 80-acre allowables, would still be

L. - e
a on e

[

space 60 acres, would
A Not necessarily, Mr, Morris. We are drilling the No. 7
well, for instéhce, as a Lea-Pennsylvanian Gas Pool, Bone Springs

dual, so in that instance we will have another well bore. I

th ink the economics, regardiess of how you look at it, the Bone
Springs is certainly a salvage operation and the only way you can
effectively produce it is through the dual completion of wells.

As far as tying its spacing to the Devonian, to -me it shoyldntt

be considered.

Q If you did tie the spacing to 160 acres, then you would

need another figure on your Exhibit No. 6 which would show the

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERGUE, ‘N, M
PHONE 243.669)

net profit for a dual completion with an 80~acre allowable but
spacedrbn 160 acres, and your figurés,'ybur economic’picturé would

be somewhat-enhancedrin that situation?

A  Yes, but in my opinion it still wouldn't show much of a

: : préfit or an attractive profit.

i
k | @
%

o
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FARMINGYON, N, M,
PHONE 32%.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUUEROUE, N, M.
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COUCH: On the dual hets talking about.

MR,
j v on the dual if you had 80-acre well bore holes,

A~ Oh, yes,

we'll say, we show an attractive profit there, and in your case

the example, the hypothetical case, it would be much more attracti

than this,
Q You would have more reserve to be oroduced by each well?
A Yes,

MR. MORRIS: That's the only question I have. Thank you)}
MR. PORTER: Anyone else have a question? Mr. Nutter.

CROSS EXAMINATION

BY MR, NUTTER:

Q Mr, Young, as I understand it from your Exhibit No. 5,
your porosity data is taken from the cores on Wells No, @ and &,

correct?

A Yes, sir.

Q Are those the only wells in the pool that have had cores

taken?

A Yes, sir.

Q | Now, as far as the potential of those wells are con-
cerned, correct me ii I%m wrong, but isn't’it true that these tﬁo

wells are the two that appear to have the lowest potentials on

this cross section, Exhibit No. 27

A Mr. Nutter, I believe you are corréct in that the

®
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potential whichwas submitted does show that those two are the
lowest, but without the choke sizes and the tubing pressures, 1
h couldntt comment as to whether they were the poorest wells,

Q Well, it would appear from your testimony regarding

Well No, 4 on the interference test that it must be a tight well

FARMINGTON, N, M
PHONE 325-1182

at any rate?

A Yes, sir, thatts my opinion,

Q  How about No., 2, was there any indication on the cores
that that was a tight well also?

A I can give you the permeability there, Yes, the
average permeability frﬁm the core of Well No. 2 was 4.4 millidar-
cys, and on Well No; 4 it was 3.9 millidarecys.

Y  What was&the actual porosity on each of those two

cores, Mr. Young, the average porosity for4the‘pay?

MEIER REPORTING SERVICE, Inc.

A For the No. 2 well it was 3.05%, and for the No. 4 well,

:
. o
q N
- gé Q  Actually this core in this No. 4 well was taken down to
: Eg iz the lower portion of the well?
- ~ % ; ,
e 5 ‘v’ -
: g~ A 1es,
it Q Where no perforations were made, is that correct?
- A That's correct.

Q So we're using a porosity‘figure here which is the

; average of two wells, but includes the non-productive zone, so to
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speak?

A It includes the non perforated, Mr. Nutter.
Q Now, on the water saturation on Exhibit 5 you have
estimated 30%. Why was it necessary to estimate water saturation,

werentt you able to obtain that from the cores?

FARMINGTON, N, M
PHONE 325.1182

A Yes, sir, I have that average, if you care for it, it's
43.5%, but in my opinion that has'no direct relationship to the
connate water that'!s in the formation. As I expressed in my
direct, I feel like that the connate water saturation is higher
than the 30% I used, and I could have used the 43 which is the
residual water saturation as determined by core analysis,

Q Is that the average of the two cores, the 2 and 4?

A Yes, sir,

Q Did the core in the No. 4 have higher than that 43%
average, being a lower core?

A It's actually 33%.

Q  So the high water saturation, that is in the high core

then, the No. 2, is that correct?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.

A Yes, sir, actually as you observe on the cross section

PHONE 243.6691

in Exhibit No. 2, the No. 2 well does make water. As a matter
a of fact, we perforated that, the interval 9590 to 9645 and swabbed

227 barrels of oil and 50 barrels of water, and we squeezed those

| perforations and then reperforated 9590 to 9620, on IP it flowed

4 | 5
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55 barrels of oil and 26 barrels of water, so it was still making

water in that interval there.

Q  So there would be a variatior in the water table, méybe

each- of the individual stringers might have a section of water

in it?

FARMINGTON, N, ™M
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A Yes, sir. As a matter of fact, a lot of these tests
recover water all up and down, so you can not pinpoint any oil

and water contact.

Q Why was it necessary to estimate a formation volume

factor of 1.57?

i

A We did not haﬁe a fluid analysis sample.
Q  Never have run a fluid analysis?
A ‘No.
- Q Do you think in conducting this interference tést

depicted on Exhibit A4 that until Well No. 4 has a:stabilized
pressure, that it indicates any interference as such? You stated

that you thought that the production of No, 1.kept the No. 4 from

building up to a stabilized pressure?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUEROUE, N, M.

A Yes, sir, but thatts not based on that interference

PHONE 243.6691

‘test. That's based on the fact that they are producing from the
- same interval, equivalent interval from cross section and also on
the initial pressure in the No. 4 well which was measured just a

i

‘ few days after the well was completed and before any production
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other than the potential test.

Q Well, this pressure here on‘the‘Nd. 1 well on your
Exhibit No., 3, I presume it is 2859 whiech is vour initial pres-
sure on Exhibit No. 4, is that correct?

A That is correct.

Q Do you have any assurance this is a stabilized pressure?

A No, I don't.

Q The well was shut-in for 96 hours but 96 hours was not
enough time for No. 4 to stabilize?

A Thatts right.

Q So perhaps the second pressure on No., 1 on Exhibit 3 is
an unstabilized pressure?

A Thatt's possible, yes, sir. Also on Exhibit 3 notice
Well No. 4 increased during the month of August from 1803 ﬁp to-
2361, That?s actually the interference test.

Q Now, this low point way down here on the 7th of Sept-
ember, this 1387, is that the final flowing preésure of No. 17

A Yes, sir. Before we terminated the test we put the bomb
in the hole‘ﬁo record the final flowing pressure in the No. 1 well

Q S0 this red line that starts way over on the left of
the exhibit could possibly be extrapolated down to ‘the 13877

A Yes, sir, at one time I had a dashed line connecting the

two points, but since we did not know what the behavior is in

®©
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between there, we took it out, The biggest reason for doing so
is that ve didrghaﬁge the choke size on'uﬁgust 29 so _that if you
connected it direct you possibly would get a falee picture., In
other words, it may level out along about August 29, but when you
increase the choke size it took another drop down, so it
certainly wouldn't be a straight line.

Q There would be a fluctuation in the line at the time

the choke is changed?

A Yes.

Q Did I understand correctly, Mr. Young, that you stated
that inasmuch as No. 1 well had produced 66,802 barrels and the
volumetric calculations of the reserves would be something less’
than 39,000, that it must be a fact that the well is draining
in excess of 80 acres, or what was the figure that you used?

A I-said in excess of 80.

Q 80.

A Now, reviewing that again, the recoverable per acre
which Itve calculated for an average well is 483 barrels. Thatts
based on a net pay of 16 feet.

Q This one has 117 A Yes, sir.

@  The statement, then, that it's producing in excess of

80 acres is assuming that the volumetric calculation is correct?

A Yes, sir, it is.

xS sl RS s g i g S T
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Q If the volumetric §alculation, which incorporates a
porosity factor of 3.34%, being the cores in the No. 2 and 4 wells}
- if that porosity figure was low, then therets a possibility that
the reserves here might be morevthan 483 barrels per acre?l

A Oh, yes, sir., That's a direct relationship in the

FARMINGTON, N, M
PHONE 325%-1182

equation for the recoverable oil.

Q While it's not necessarily true that there be a direct
relationship between’porosity and permgability, oftentimes there
is, is that not true? *

A Yes, Oftentimes there is a qualitative'relationship.

Q And these are two tight wells, the 2 and the 42

A Yes, sir,

Q So is there also that possibility that the porosity may
be lower than average in this pool?

MR, COUCH: You meant 1 and 4?
MR. NUTTER: The 2 and &.
MR, COUCH: I beg your pardon.

Q The tight wells. Womld it not also follow then, Mr,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,

fbung, that perhaps the porosity, as used here, may be lower than

PHONE 243.6691-

the actual average porosity for the pool?

- | A Yes, sir, it could be, but this is, again, the only data

that we have available, it's core analysis.

Q I recognize that we dont't have cores on all the wells,
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That?s right.
MR. NUTTER: Thank you.
MR, PO TER: Mr. Utz,.

CROSS_EXAMINATION

BY MR, UTZ:

Q Mr. Young, will you state what you, or Ohio's, profit to
investment minimum ratio would be? |

A I'tm afraid I'm not qualified to answer that, Mr. Utz,
I'm sure thét we drill'wells over a wide range of profit to in-
véstment ratios. You asked for the minimum, I couldn't answer

that,

Q Well, can you say, can you give us any idea as to when
you wouldn't develop a vool?

A i'm afraid I couldnt't answer that.

Q In the previous case, that is Case 2118 and 2459, I be-
lieve you gave a reserve per acre-figure for the Devonian of
6658. That's on Exhibit 9:

A I believe thatt's correct. ' SN

Q Then your resefve on 160 acres would be a littie‘avér a
million cubic feet per 160 acres?

MR, COUCH: A million cubic feet?
Q I mean a million barrels per 160 acres.

A Yes, it would be over a million barrels per 160 acres.
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Q In your Lea-Bone Springs you have 483 barrels per acrs, |
Ex
R A Thatts correct.

Q  And on 80 acres you have 38,640?
A

I believe thatts the correct figure,

FARMINGTON, ‘N, ™
PHONE. 325:1182

Q Then together you would have approximately 1,100,000
barrels for the two zones, one on 80, one on 160?

A Yes, sir,

Q Had you made ény profit to investment ratio based on
your cost of your dual ébmpletion of $537,000 to reserves that
would be ittributed to that dual?

A No, sir, I have not.

Q 83 you dontt know what that figure would be?

A No, sir,

MEIER REPORTING SERVICE, Inc

MR, UTZ: That's all the quéstions I have,

)

e ES MR, PORTER: Anyone else have a q:.:stion?

,j ES REDIRECT EXAMINATION

S i§ | BLMR. covcHs

4 S gg Q With regard to Mr, Utz' last question, the information
»‘j §§ which you have introduced in the record concerning these costs
s could be computed from the data that's alfeady furnished in the

two cases?

' A Yes, it could.

*j ' Q&i%?
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-9 What we attempted to furnish, basic data that could be
3 :
used to compute or consider in any possiblie combination if the
e Commission Staff'desires to do that?
va ;2 A Yes, sir.
- §; Q Mr. Young, you have referred to the core data on Well
L 4 :0
‘ QL iz
= ** | No. 2. If my memory serves me correctly, the core analysis was
¥ E§ introduced on that well in the original temporary 80-acre
el N
' SE spacing case, isn't that right?
33 A Yes,
_ ég Q I believe that you have available, if the Commission
g; Staff desires it, core analysis report on No. 4, am I right in
EE that recollection?
: R A Yes, sir.
a .
- &3 Q We did not reproduce it to bring it out here in the
- = ;
., = exhibit due to the fact it pertains to the small stringer down
S ‘
- .53 there that's not perforated?
— % A Yes. |
€2 ii Q Thatts available and you will leave it with the Staff
- Q w';?) .
2% | if they desire 1t?
- |
y 2 A Yes, sir.
- MR, COUCH: I have no further questions.
- MR. 'PORTER: Anyone else have a question? The witness
' may be excused,
- (Witness excused.)
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MR. COUCH: This concludes our presentation.
MA. PORTER: That concludes your testimony. Anyone
- have anything further to offer in Case 21197

MR, MORRIS: Yes., I have a communication frdm Mr. Joe

ol

Mefford of Sinclair 0il and Gas Company concurring in Ohiots

-

FARMINGTON, N, M
PHONE 325.1182

recommendation of continuation of 80-acre oil proration and 80-
acre allowable for the Lea-Bone Springs Pool, and I have also
been asked by Mr. C. H. Black of Texaco, Inc. to state for the

record that Texaco concurs in the present application of Ohio.

1xa

MR, PORTER: Mr. Kastler.

XY

MR, KASTLER: Bill Kastler on behalf of Gulf. Gulf

also concurs in Ohio's recommendation.

MR. PORTER: Mr. Couch.

MR. COUCH: Mr, Porter, I think that I may safely say
that the same thing is true of the other working interest owners
in the Lea Unit. They have been advised of the unit, and the

pool, as we have said, is a salvage operation, and I think they

would concur in what we have said.

DEARNLEY-MEIER REPORTING SERVICE, Ixc.
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If additional production history should provide us with

more information concerning the area which Bone Springs completion

PHONE 243.6691

can drain, the Ohio will perhaps want to come here to ask for
larger proration units for this pool. If we had thought we{had

‘ , adequate data for that purpose today to versuade the Commission
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to approve larger proration units for this Bone Springs even with

ne allowable,; we would have requested that in this case.
- As a salvage operation completed with the Devonian wells,
or as recompletion in a well before it's abandoned, the Ohio

will make it our policy to dually complete or recomplete wells

FARMINGTON, N, M
PHONE 323%5.1182

in the Bone Springs whenever and wherever it appears reasonable

and economically feasible. Itt's for this reason we have asked

for the flexibility in the well locations.

With regard to Mr. Morris! question as to whether we would
like to see this Bone Springs tied tc some other one, we would
like to. If you would like to tie it to the Devonian on thé
proration unit of 160 it would probably afford us some opportun-

ity to recover the oil that otherwise we would just have to wait

until we could get around to it., Thank you, gentlemen.

MR. PORTER: If nothing further to be offered in the

MEIER REPORTING SERVICE, Inc.

case we'll take it under advisement. We will move on to Case

2460,

ri‘
i~
2,
5
sl
Q

-
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COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and

ability.
IN WITNESS WHEREOF I have affixed my hand and notarial seal

Notary Public~Court Rep9f%er

this 23rd day of December, 1961.

My commission expires:

-June 19, 1963,
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BEFORE THE
011, COMSERVATIOY COMMISSION
SANTA FE, NEW MEXICO
MOVEMBER 16, 1940

IN THE MATTER OF!

CASE 2118 Application of The Ohio 01l Company for the
promilgation of temporary specisl rules and
regulations governing the Lea~Devonian Pool,
Lea County, Yew Mexico. Applicant, in the
above-gtyled cauge, seeks an order promulgating:
temporary special rules and regulations govern-i
ing the Les-Devonian Pool, Lea County, New Mex-:
1co, including a provision for 80-acre prora~ 3
ticn units,

. oa 0% 4 ot s 0

CASE 2119 Application of The Ohio 0il Compeny for the
creation of 2 new oil pool for Bone Springe
production and for the promulgation of tempor-
ary special rules and regulations governing
said pool. Applicant, in the above-stylsd
cause, seeks an order creating s new oll pool
for Bone Springs to comprise the SW/l of Sec-
tion 12, Township 20 South, Range 34 East, Lea

_ County, New Mexlco, Applicant further seeks
the promulgstion of temporary speclal rules ands
regulations governing sald pool including = H

provision for 80~acre proration units. 3
: ‘ t

W WE e G 8 em e 8 SN SR n 4 G @ B or 4h W @u G W e e w e N W e W

e S 4s ¢ b 4 e e ¢ e ae

‘BEF (REs
Gov. John Burroughs

Murray Morgan
A, L. Porter

TRANSCRIPT OF PROCELDINGS

| I'm gorry.

MR, EORRIS: Case 2118, Application of The Ohio 011
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Company for the promulgation of temporary special rules and repula-
tions governing the Lea-Devonlan Pool, Lea County, Vew Mexlco.
M. COUCH: If 1t please the Commission, my name is J,

0., Terrell Couch, representing The Ohio 01l Company. The record

in this cage will ehow an appesrance has been entered by Atwood

Malone, adviging I'm agsociated with them in thle case,
Are there any other appearances to be entered in the cage, M,
Porter? There are none that I know of.

MR, PORTER: I would like to call for other appearances
et this time in this cése. Mr. Couch, there sppear to be no othep
appearancas.

MR. COUCH: If I might suggest this prosedure for the
corisideration of the Commisslon. Our evidence is arrenged in such
a manner that we plan to go through our dats on the Devonian and
then on the Bone Springs.

M. PORTER: Which is advertised under Case 21197

MR, COUCH: Yes, sir, Now, I think that it mighf con=
gerve time for the Commission if we were to consolidate the two
ceses for the purpose of hearing., They will be ~~- we can shorten
i1t a 1ittle bit by doing that rather than to have to refer to the
record and inGOrporate porﬁiohs in both cases, or we can present
each as an entirely separate caase,

MR, PAYNE: Iz the avea involved the same?

MR. COUCH: Yes, sir,

MR, PORTER: The two applications, as I understand it,

R
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Mr, Couch, involve a dually completed well.
MR, COUCH: That's correct,
M., PORTER: One in Bone Springs and one in the Devonian.
MR, COUCH: Thatts correct.
MR. PORTER: The commission has no objection to consoli-
dation of the two cases.,
MR, COUCH: A1l right, sir., We will then proceed in that
way, starting first with the Devonian. We wlll have two witnesses

in the case,
MR, PORTER: Let's have both witnesses sworn.
(Two witnessss sworn)

MR. COUCH: Before getting into the testimony, I would
like to make a very brief opening stateément to thig eftect, The
Ohio thinka that the significance of this Devonian dlscovery that
18 involved in this cass 2118, the significance of this dlscovery
5oth to the State of Wew Mexico and to thoss parties interested in
the Lea unit 1a of sueh a nature thet we congidered it advisable
to come before thisg Commisslon as soon as possible to seek pool
rules to apﬁiy in this area, and with the hope that wo can by on
orderly dovelopmeﬂt of this area xeally serve the cause of conser-
vation as well os protecting oorre}ative rights., Ve realize that
comlig fhia early we do not have all the data we would like to have|,
and we ave, therefore, asking for temporary rules at this time,

reallzing that the Commission will, as well, want to look further

at additional data na 1t develops in the area, but we think coming
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with what deta we have available, presenting that, that we can
croato more conservation in thla srea by starting early.

ROY M. YOUNG,

e = called as a witneas, having been duly aworn, testified zs followss
: 2

- z DIRECT EXAMINATION

| ¢ | BYMR. COUCH!

Q Will you please state your nzme?

A My name is Roy M. Young.

Q By whom are you employed, Mr. Young, and in what capacitly?

A I'm employed by The Ohio 0il Company in the capacity of

reservolr engineer.

Q And have you previously testified before this Commission,

Mr., Young?

A Yoa, I have.

¥

MR, COUCH: Are the qualifications of the witness accept
able?
MR, PORTER: Yes, sir, they are,
Q (By Mr, Couch) Mr. Young, in preparing for this case,

will you state briefly what you have done in comnection with the

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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Davonlan Pool?

A In connection with my duties as a reservoir engineer with
The Ohio Oil Company, I have made an enginesring study of all the

available data from the Lea-Devonian Pool, I have directed my stud&

to determine the proper well s:solng which, in my opinion, should be

temporarily spplied to the Lea-Devonian Pool.

e
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Q And in ueekinL theso rules that, in youv opinion. shoulé
be temporarily applied, have you approached it from the standpoint

of brovention . of waste and protection of correlative rights?

v A Yes.

Q And also in development of the pool on the regular pat-_/

Na

PHONE CH 3-669)

tern?
13
A Yes, I have.

, Inc.

Q And heve also conaldered the prsvention of drilling of|
unnecessary wells 1n this area?

A Yes,

(Whereupon, Ohio's Exhibit 1
marked for jdentification.)

Q Mr. Young, pleanse 100k at the document you have before
you, and 1t's marked as Ohs.ots Exhibit 1. Will you state briefly
what that Exhibit 1s?

A Oniota Exhibit 1 is a map of the Lea area located in

N
g

Township 20 South, Range 34 and 35 East, Lea County, New Mexico.

Q All right, sir. Proceed to describe briefly what is oOn

that Exhlbit,

3

A The Lea unit ' area 418 ghown on Exhibit No, 1 as a hashe

DEARNLEY-MEIER REPORTING SER VICE

=
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1ine. The Lea unit area contains approximately 2560 acres. The

Ohio 01l Company ovns bk ,53198 percent of the Lea unit area under

(28

the unit agreement for the development anﬁ?operation of the Lea unl

ksl . \12
* area, This agreement was &ppv cwed by h&xN.xM. 011 Conservation

.;, Commi ssion Order o. R-1540 dated November 3\, 1989, in Case 1823.

e

e men

| ”__’_“____’_____‘_d____,__‘
7

¢ 5
TN
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Q And 1n that case ¢ glmilav 6;p was introduced in ovi-
deﬁce at that time, wssz it not, Mr. Young?
A Yes, it was.

MR, COUCH: I would like to state here, for the record,
that as indicated by the record in that case, the unlt agreement
wag approved by the neceszasary number of parties to insure resson-
able control, and that subsequently the agresment has been approved
by the Federsl government and by the Land Commlasionerts office,

Q@ (By Mr. Couch) A1l rlght, sir, now, going to the wells
that are shown on Exhibit No; 1, one shown there in the red dot?
A The well showr by a red dot is the only completion in
the unit area at this time. That well 1s the Lea unit Federal Yo,
1 located in the northwest quacrter, southiwwést quarter of SJeotion
12, »This well i3 an oil-oil dﬁal, and 1t was completed in the De~
vonlan on July the 8th, 1960. This ia the deepest established pro-
duction in the State of New Mexico, The dugl completion wae approvps
by New Mexico 01l Conservation Cormisslon Order Wo. R«17h4ly, dated

Augugt the 23rd, 1950, in Case 2043, The dusl completion was ef~

fected on October 3th, 1660, with the completion in the Bone Springp.

Q Mr. Young, that was October the Sth, 1960, wasntt it,
the dual completion?
A I believe thatt!s covrect.

G A1l right, sir. And you have referred now to anokther

Commlssion cage in connasction with thias same area., We would like

-

a
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to in¢luds, by roforencs hare, inanmaornte aa a pért of this cange,
the record before this Commisaion in its Cases Wos. 1823 and 2045,
both relating to this same area, end this lster case to this very

well we are just talking about.

MR, PORTER: The Comndassion will congider the fecorda
in those cases as part of this record.
MR, COUCH: All right.

Q (By Mr, Couch) Now, there are three blue dots shown on
1, Mr, Young. Would you state what those represent?

A The three blue dots represent the three wella that are
currently drilling in the area, These wells are the U, S. Smelting
Federal ﬁo. 1 loocsted in the southeast quarter, northwest quarter,
Section 1), The second well 1sg the Ohlo Federal les, [ea unit
Federal No, 2 Jocated in the southesst quarter, northwest quarter,
Sootionklz, and the third well is the Sineclair Federal 6p2s No, 1
loosted in the southwest, northwest quarter of Section 7, Township

20 South, Range 35 East,

Q The first two wells you mentioned were both located in

Range 3l Eaat?

A Yes,

Q And Sinclair well in 35 East?

A That! g right,

Q All right, Now, there 1s some contouring shown on Ex
hibit 1. Would yéﬁ desoribe that briefly?

A Exhibit No. 1 has been contoured on top of the Devonlen
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. { of the sxelsmograph work?

pace 8

B oIS i Fe ek VTR Y 2 DN
from - / aei amograph, The contour interval of this map is

a hundred feet.

Q A1l right, air. Yow, proceed to tell us about the di s~
covery well, the Les umit e, 1, At what voint was the Devonian
encountered in that well?

A The top of the Devonian in the Lea unit Wo, 1 was found
at 1,285 feet, or subsea depth, 10,611, Thiscis:approximatelyly
275 feet high to the contours. : e
as depicted on Exhibit 1. ITIt's my opinion, however, that the seisf.’ ‘
mic contours, as shown on Exhibit 1, do reflect the configuration;(f
of the Dgvonidan structure in this area,

Q Do you have any other informstion in connection with the

seiamic work to indicate lts accuracy?

A Yes, there 1z 2 dry hole spproximately three miles north

1

west of the unit which can be used to judge the quality of our seis
mogravh work. That is Pure 0Ll Company's Federal "C" Mo, 1 located
in the northweat quarter, northesgt quarter, Section u,gTownship 2D
South, Range 3. East.

Q Now, that well 1a not on éhié map, it's too far off the
northwest?

A Thatts correct.

Q And how does that well ald ug in evaluating the accurac%

A The selamograph work done in the vicinity of both wells,
the Pure Federal "C" Yo, 1, and the Ohlo Unit Wo. 1 indioated that

our wall should be approximately 325 feet high to the Pure well,

NG
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»é
B Thelr Devoniszn tor is actually 330 feat high to the Pure Federal
“c“ No. 1.

PR Q  Actuslly, Mr, Young, lsn't it actually just the reverse

14 - |indlcation that ours would be 330 feet high,and actually 1tts 325
7 | teet high?

bE 3
8 A I believe that's correct.

?% Q Now, that is aso close, probably should not talk much

about that five feet. What 1s your jdes sbout the extreme close-
nesa of those figures?

A Definitely there 1s probably some coincidence between
the close asgreemont betwsen the selsmograph and the tops of these
wells mentioned. However, it'g my opinion thlig does establish the
quality of the selsmograph work we have in the avea and the quality
is above par,

Q Mr, Young, you show an arees colored in yellow on Exhibit
1., Will you tell us what that represents, please? ‘

A Yes. The yellow area shown on Figure 1 1g the ares whidgh,
in my opinion, based on the avallable data, is the minlmum area whijch

is expected to be productive, Thias ares includes the east half of

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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Seotion 11, the west half of Section 12, and the wegt half of the

Eagt Lialf of Section 12. This area contains eight hundred acres.

MR, PORTER: I waent to poss a question hers, How aclose-

ly does thils parallel the present boundaries of the pool as desig-

nated by the Commission? Do you know, Mr, Young?

- A The present pool limits of the Devonlan Pool, os defined
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by the ¥. M. 0il Cenaservation Commigsion, lncludes only the south=-

west quarter of Sectlon 12,

M., PORTERS Thank you.

Q (By Mr. Couch) Wow, of course, ¥r. Young, productive
1imits of this reservoir have not been defined? |
U>A Yo, they have not., There wag no watepuoily or géérgfiji
contact encountered in the discovery well, ’jﬁftﬂﬁgp

Q And the pool limits as designated by the COmmiasiqn are
the pool limits a8 30 designated?

/ﬁ} Yos, that was the southwest quarter, Section 12.

Q Degignated upon conpletion of thls firat well?

A Yea,

Q What can you tell us about the production hisgtory from
this well and: tha pool, the Devonlan Pool, aince the completion of
the well? ‘//‘:ﬁ/; S :;“,f‘,,}/

A The cumulative production to November the lat, féggybf
from the Lea-Devonian Pool has>5een 25,392 barrels, snd since the
po§1 was dlscovered only four months ago, the data avallable, therar

fore, 1a nocesaarily‘limited. It's my o, inion, however, that the -

¥

avallable data does indicate that one well can economlcally and eté
S

ot

fisdantly dsain in excess of 80 acres.

Q Do you have an opinion as to the producing mechanism in

thls reservolr? .

A It's my opinion that the producing mechanism in the Lea~

Devonlan Pool will be n water drive. This 1g characterlatic of
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other Devonlan reservoirs throughout Southeest New Mexico.

Q Vouw, 1f that is true, what would be your idea as to the
dfainage ﬁithin the poel?

A | If the Devonian has an excellent water drive, which I
believe that 1t will, it will result in ofective and efficlient drain-
age over wide areas within this structure.

Q That 1s within the structure shown by the contours there
on Exhibit 17 |

A Yes.

Q Have we attempted to obtain additlonsl information on
the production of the well since we ocompleted 117

A Yes. In order to obtain additional information on this
Devonian reservolyr, we have conducted a speclal dJdrauwdown test
on the diacovery well, It's my opinion that the results of this
test further establish that the Devonian well would drain in eoxcess
of 80 acres. |

Q Will we later, testify later about this drawdown teat,
Mr, Young?

A Yes, we will,

Q Have you prepared tabulations of pertinent data of the
Iea-Devonian Pool And marked 1t Exhibit 27

A Yea, I heve.

{Whereupon, Ohicts Exhlblt 2

merked for identification.)

Q Mr, Young, looking at Lxhibit 2. will you briefly relate
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what it shous, peinting cut the important polnta?
A Exhibit 2 13 a tabulation of the pertinent data now
avallable for the Lea-Devonian Pool, It contains the location,com=

pletion date of discovery well, resorvolr fluld data, and reservoir

characteristics.

Q Al) right, sir, those are the four main headlngs. Brief

[

ly review the completion data under Item 2, T

2

A The completion data for the Lea Unit Well Yo, 2 is con-

tained in Exhibit No..2 item 2 the well was drilled to total depth
of 14,735. The top of the Devonlan wasluigé or subgea depth of
minus 10,611. The top of the Devonian pay was found at 1l ,349 feet
or at a subsea depth minus 10,675, The well wag perforated in the
interval 14,347 to 375, and 10,393 to 489. On the initial poten-
tial test made on the well on July the 8th, 1960, the well poten-
tial flowing 516 barrels of oil per day on an 3/6liths inch choke |
with a GOR of 321 cubic feet per barrsel, and a tubing presaure of
1570 palig.

Q Mo, Young, yhat 18 about all the oil you can get through
that size choke, isn't it -~
A Yos, 1t is.

Q ~~ during that period of time? The reservolr fluld chan
acteriastics, review those for us,

A On July the 22nd, 1960, a subsurface reservoir fluid

sample was taken from the Lea Unit No., 1, The snalysis of this

sample reflected that the Devonlan crude ig a highly unsaturated,
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with a eaturatlion prezsure of GA7 pal at 202 degrees Fshrenhelt.

The formation volume factor at original pressure 1s 1,185, The

golution GOR 1= 218 per barrel., The oil viscosity as, 18 ,310 centi~

polass. The oil gravity if 58.2 degrees API at 60 degrees Fahren-

helt.
Q I think you mentioned that fluid sample waa taken on

PHONE CH 3-669)

July 22‘--
A Yes,
o) «=- or 21, vhich was 1t?

A 22, according to my record.
Q A1l right, 1. would be one of those two dater, Reservolp

Characteristica, Ttem Wo. | there, would you brisfly review those?
2 Yea. TYtem !} of Evhibit 2 reflects the regervoir charaot?vo
istics for the Lea-Dsvonian Pool, I have caleulated a porosity of
4.7 percent from the neutﬁon log. Thé permeability as determinef
from the presaure drawdown test was fc'ind to be 9.6 millidarcles
and greater. The water saturation is estimated to be 30 percent,
fhe net pay in the dlscovery well ig 98 feet., Thie 18 taken from
the neutron log of the Devonian section., The reservoir temperature

13 202 ~degreeb-. . Fahrenheit, and the original reservoir, 6046 at

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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minus 10,74}, whioch 1s the midpoint of the perforaticns.

In my opinion, the probable ragservol » mechanf gm will be

2 water drive since most of tho Dovonian pools in Southeast New

Maxico are charncteriaztioally water drivesn.

Q Yow, Mr, Young, we are talking here about characteriaticps
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‘of this reservoir. Have you also had prepared under your super-

vision Exhibit 37
A Yes, I have.
(Whereupon, Ohtofs Exhibit 3
marked for identification,)

@ And you have a copy of that before you now. VWill you
pleasge describe briefly what that Exhibit 1s, and what it shows?

A Exhibit 3 is a radioactivity log of the Devonian Section
in the Lea Unit Federal Wo. 1, Shown nt the top of this Exhibit is
tho>ﬁame of the well, the elevation and location. The top of the
of minus 10,611, The perforations are shown at 1,349 to 375, and

1,393 to 489,
amount of net pay which, in my opinion, is present in the well and

Ths purpose of this Exhibit 1ia to demonstrate the

will permit verification of the accuracy and reazonableness of my
selection,

The mmount and location of the 90 feet of net pay as shown in
Exhibilt 3 ia shown colored in red on the log.

Q Mr. Young, this 1s, of course, obvibusly only a sactién
of the log, a portion of the log, buing that portion through the
Devenlan Section? |

A Thatia correct,

Q Is 1t your understanding that a complete composi® log of

this oentire well is a part of the record in Case 2045, the dual

completion hearing?
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A Yes, it 1a.

Q Uaing the basic data concerning this reservolr that you
have testifised about, Mr. Young, have you calculated by volumetrie
calculations the recoverable reserves that you expect to find in
this Devonian formation?

A Yes, I have.

Q Iakthat tabulated as Exhibit No. §?

A Yes, it 1s.

(Whereupon, Ohiofs Exhibit Wo, i
marked for identification.)

Q You have a copy of that before you, air?

A Yes,

Q Without repeating the baslc date “hich you have already
teatified about, would you just refer briefly to your volumetric
caleulation formula and state the result of the computation that
you made?

A Yos. Using the basic data, as I have proviously‘teati-
fled to, and a recovery factor of 50 percent:%ﬁhich is consiatent
with my opinion that the reservolr will haveké water drive, the re-
coverable oil which I have calculated for the Sea-Devonian Pool 1s
10,55& barrels per acre.

-0 A1l riaht;4air. Now, in thils yellow area of 300 acves,
which you believe to be, in your opinion, is the mindmum area ox-
pected to be productive, based on these volumetric caleulavions per

acre that you have made, what would be the recoverable reserve in

%Y [s WP\ £
2 ¢0: BRSO VIVINR NS Nodi R 10
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O-aore we11 of 844,320,

Q. 1?0";

you Prepareqd an R}

economicg of Lo~
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Pool?

T s

Yes, T have,

in‘thése calculations,

four hungreg seventy~

| to develop the 80p

: PAGE 16
3,&&3,200 barrels, r ¢ o

Using thoge volumetps o calculatt on

Fxhibi ¢ markad Exhibi¢

&Cre spacing o 80-acre

Mr, Young, startin

Howe
an average doveIOpment of
ber wel}
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thougand dollarg. And for B0~acre spscing would be four million

seven hundred ten thousand dollars,

| The ultimate regerves from the 000 acres, which 15 considswad
- area
e to be the minimum productive / would be 8,113,200 barrels.

e And that 1s the amount you arrived at through your vol-

£
PHONE CH 3-6691

ume calculations previously testified to?
A Yes, it is,

Q A1l right, sir., Whatshout the gas that is expected to
be produced along with that oil, is that ghown upon your comparatife
oéonomics computation?

A Yoes, it isf Recoverable sas st 300 cuble feet per bar-
rel will amount to 2,532,960 MCF.

» Q And the nex% item on thisz Exhibit 5 is computation of
the working interest, net operating income per gross barrel of oll,
18 1t not?
A Yes, 1t ts. This is for 7/8ths working intersst and doéT

not take into effect any overrdlding royaltles. The net operating

DEARNLEY-MEIER REPORTING SERVICE, Inc.

¥ ,
v,i income per grose barrel to the operator 1s two dollars and three
' Q
V;E § conts per barrel,
' x
(. z Q Thet includes oll and gas?
A 5
| & A Yes,
i g :
# 3 Q The gas will be produced with the o01l?

- YSSQ
4

o oow

And then you have included here some costs to be dedusted

from the gross value as shown on your Exhiblt, have you not?
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A Yes,

Q Those coats, based upon your experioncé and fhe Ghiots
experience 1n simlilar operstions in New Mexlco?

A Yoes, it is.

Q In your opinton, this 2,03 net operating income per
gross barrel 1s -- 1s that reasonable and expected net income based
upon cucrent pricea?

A Yes, 1t 1s.

» Q All right, slr. Using that net operating incame per
gross barrel along with your volumetric reserves calculated in
place, have you computed then, and shown on Exhibit § the total
net operating income, gain relating to this 800 acres that is to
be expected? ‘

A Yes. And that amounts to seventeen million one hundred

thirty-nine thousand six hundred ninety~six dollars.

[*= )

Q And based on the well coats that you previously testifie
about, which are average costz as they are expected to be, have you
computed, then, the net profit under ljO-acre spacing program?

A Yes. That amounts to seven million seven hundred nineteen
thousand six hundred ninety-six dollars, or a net profit per well
of three hundred elghty-five thousand nine hundred eight&;riva
dollara. The profit to investment ratio, however, 1s only .82 to 1

and, in my opinion, not sufficient to justify the risk involved in

¥

dérilling fourtesn thousand seven hundred foot wells with the invest:

LTent of nearly a half a million dollars,
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ing?

tuelve million £ our nundr

A Yes,,that's co

A That's right.

yestment patio of 0.6l to 1.

nLv

. ,,,,,,_,,*,,,,,ﬂ,ﬂ_,_a_,,,,,,ﬂ,,,,f.ﬂ,,,,,, —
i q  And have you nads gimilar computations for

A vea., The net profit £ or BO-8GTe s
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go-acre EPACT

acing will gmount Lo

=3

ed twenty—nine thouaand al x hundred ninety

gix dollars, or & net profit per well of one miltlion two hundred

$or by~ two tnousand nineé nundred geventy. This is @ profit to in-
ITvts Y opinion that thia profit to
1pve stment patio is 8 minimum when consldering the risk in this des

drilling, and the amount of 1nvestment requi red for each well.

Q Now,we have uged these average figures and attempted to
apply to & substantial ares here, to try to get @ clearer picture
of “now 8n operator would have b0 100k at this thing from 8 pusiness

atsndpoint, nhaven! t wé, Mr. young?

rrect.

and SOme, possibly,proﬂuce les

@  There will be somé wells that will produce more than the\

caloulated pegeyves in place under the acreage allocated xo then,

, ister in the 1ife of the field if

they are drilled later, yantt that correct?

Q And thls attempts Lo make 8n average‘pictnro ghat will

glve 81 overall 1o0k. 18 thaet particularly appropriate uhsreas;in

this case most of this structure appssT® to be within the poundar-

3

eders

T e

1 and State upit. We've got 8 hundre
L ane , N
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sixty acres of 3tnte land in here, do we not?

A Yeos.

Q@ ' Mr., Young, you have testified about 2 pressure drawdown
teat which wéﬁ conducted on thlia Lea unit Federal Wo, 1, Will you
desaoribe that test for us briefly? We realize 1t'sg a somewhat comne
plicated teat in some respects, and T would like for you to just

explain briefly the purpogse and the affect of thlsg test and the re-

sults of it,

A A vressure drawdown test wasg conduoted on the diacovery
well from August the 15th to 18th, 1960, This drawdown test basi-
ocally conslasted of flowing the well from stabllized shut-in condi-
tibns, The well waé flowed at a constant rate of 597.% barraeals per
day for sixty-elght hours on a 10/Alths Inch choke. All bottomhols
pressure measurements were made with an Amerada RPG-BJpressure gaugg.
In this type testing a curve plotted of flowing bottom hole preesur%

of the hole versus the logarithm of time as the radius moves away

from the well bore will be a atraight 1ine unless a change in trans

missibility 18 encountered or a reservolr boundary 1s reached., The

slope of thils curve, the plot of flowing bottom hole pressure vercut

logarithm of'time can be usged to calculate the effective permeabilit

for the '
to oll, Using the data/first one and one-thlrd hours of the sixty

LE

an
eight hours, I have caloulated/average of approximately 9.6 milli-

darcies within a disgtence of approximately 26l feet from the well

bore,

Q@  MYow, what happens after that first one and a third hours
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‘(was no additionasl decline in bottom hole pressure.

sf dArawdown as far sa the pressure is concerned? D1d the pressure

drop during that first hour and a third? : l

v M
drawdown was normal, that 1s, 1t waa a grgdual decline until the,
until a decline of 73 PSI was observed in the well,

Q Now, from that time on during the remeindsar of the sixtyy
eipght hours that this well was being flowed at this high consiant
rate, what occurred insofar aa. the bottom hole flowing pregsure
was concerned?

A The bottom hole flowing pressure beyond the one and oned

third hours through sixty~eight hours remained constant, or there

Q Now, what did this indicate, this lack of decline in
bottom hole pressure during the remaining siity—six and two~thirds

hours of this test?

A This phenomens can only be cbserved in a well whare the
pressure is being maintained constant at some boundary within the
reservolr, Similar results would be from a producing well which ia
surrounded by injection wella, proviaing a combleta replacement of
fluids thet ere being produced in the producing wells,

Q Now, what did thia indicate by the permeability in the

area around this well, in thls reservolr?

A Since the Wo, 1 well ia not surrounded by injection welldﬁ

the only explanation is that the radius of drainage after one and

During the first hour and & third the bottom hole vressupe

4-

one~third hours encounters & zone cf extremely high permesbllity.

Y
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d

Lf

magnitude that the transmi ssibllity is correspondingly large.

volr?

hour test the quantity of oll supplied from the zone of increased

permeabllity was equivalsnt/at the well bore.

and rate that it had reached after the first one and a third hour
drop?

was involved here, and the constant pressures that we encountered

put in the nosition of not being able %o sctually cﬁlculaté the

pormeability in this area where 11 indicated to be extremely high

PAGE 22
T @ Anc that z?;;”’?c?{;;;”;?;”"&’1‘3{;5.‘;;&"3{?{;;? of how
fuy ~from thet well?
A 26l feet.
Q what can you tell us from thege test results as to this
permeabllity increase?

A The permeabllity jnereagse beyond the 26} teet i3 of guch

'@ That is the ¢ransmissibllity of the fluid in the reser-

A Yes,
Q All right, eir.
A 14t s sufficlent, in fact, that during the sixty-elght

to the quantlity produced

Q And the well was gtill producing at the game pressure

A Yes.

cF

Q Now, because of this high~potent1a1 in volume of oil tha

uring the punning of thls test, because of those things, were we

=

A We were unsble from the drawdown pressure to establish

he permeability. It's extremely high.
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T Q I other words, if there had been some slight drop dur—

A &‘n .

that period, there wouldkhave been a basis for actually comput-

ing permeability in that ares, 18 that right?
- A Yea, thatts corrvect.

Q But since it continued without drop for so long and sueh

1
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a large volume of oil was involved, and a storage problem there

, Inc.

on this new well, why, we were unable to actually calculate permea-
bility during this last part of the sixty-eight hours, is that
right?

A That's corréct.

Q what elase can you tell us about what thlis test showed?

A This test showed that the area of the increased permea~s
bility was too largé and the permeability too high to permlt an
actual meagurement on the basis of the yolume and rate uged, It's
my opinion, however, that these teats conclusively ghow that the
wells in thlsz ragevvolr will be capable of dralning areas substan~-

tially in excess of 80 acres.

Q Wag there soue additional date availabie to us from

DEARNLEY-MEIER REPORTING SERVICE

Q

o

E thig drawdown test?

3 \

z A Yes, there was,

g .

§ Q Will you give us that, plesse? ‘r pr
<

A During these tests we ford that the PI of this well

barrels per psl
was 8.18 /. vper day - /- drawdown.

Q That 1s calculeated on the basis of that 73-pound 4rop,

thatts all we had to caloulate?

e e e e e T T T
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more effective

A Yeg, it is,

Q Yhat else?

A Other calculations from the test Qhowed thet the effec~
tive permeability at the well bore has been incressed to 31.156 mild
lidarcies, This wsas the effect of acidizing the well with acid,
This treatment was effective in increasing the permeability by 302
percent in the immediate vieinity of the well bore,

Q Mr. Young, attempting to aummapize this data and infor-
mation that you have presented here,; will you give us your opinion
concerning the wellvcompleted here in the Lea-Devonian Pool ag to
1ts capability with respect to drainage?

A In sunmery, it's my opinion that one well in the Lea~
Devonian Pool 18 capable of efficiently and substantially draining
in excess of 80 acres. This is based upon my interpretation of thd i
drawdown test and other factors, It's also my opinion that the de+ |
velopment of the Lea<Devonlan Pool on 80-acre spacing will not §aude§
any measurable decrease in the ultimate recovery of drilling of toqg |
few wells, On the contrary, 80-scre spacing will cause uniform de-
velopment of a wider area in a shorter period of time resulting in |

depletion of the reservoir,

Q In other words, wider pattevn and regulsr spacing will
more effectively deplete the reservoir, Wow, what about the pos~
s1bility of secondary operations? Is this type of pattern that you

gre proposing here going to be more readily usable fbr seocondary

recovery purposes than a lj0-aere spacing applied here?
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| regular spabing lends itself more rcadily to any type of secondéry'

A Yes, I believe it would., It?s a well-known fact that a

vacovery that might be used in this pool,

Q And if ljO-acre spacing is applied, ig it likely, accord
ing to your obgervatlon 'of other fields in wakMexico,that there
will be clusters of wells, or wells right close to esch other up
and down this unit boundary, for example, and clueters within the
unit?
| A Yes, thet has been experienced in gome flelds.

Q Itts juat human nature to try to pget as close to that
producer a8 you can, iantt that right?

A Yes,

Q Now, with respect to the unit agreement itself, Mr.Young,
and looking at thls thing from a standpolnt of correlative rights '
and rights of rayalty éﬁnora, what can you tell us about that, as
it would be affected by'%he“spacing you!brOposo here?

A In the unit agreement, the royalty interests are unitiz%
but only as development occurs. That is, the royalfy ownafs will
participate in the participating areaa‘asffhe wells are drained,.

Q As wellsrf are drilled?

A As the wells are drilled. The more rapidly the reservoir
1s developed, the sooner some of the royalty interest and ovoiridin#
royalty interest will begin to participube Lu the produstion fromm

thilz unit.

G In othor worda, that Ly becauge of the provisions in the

<o
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unit agreement, is that corfoct, air?

A Yes,

Q That as the participating araa; are approved by the U.S,
0.8, and ¥, M,, only when those areas are establlshed where the
participsnta!l ovarriﬁing royalty and royalty owners in that ares
begin to share in.that production, is that correct?

A Yes,-

Q So, 1t would be to their advantage for wider development,

wider spscing and more rapid develbpment?

A Yes. It would certalnly protect thelr correlative rightiys.

Q@  Same is true with regard to the working intereat owners
after  first term of five years under that agresment, that pavt

of that acreage will be excluded from the unit 1f 1t has not been

drilled on?

A Yes,

Q How long does 1t take to drill one of theae wells, Mr.
Youngf -5 ‘

A Approximately six months.

Q 8o, it's going to take a good whlle to develop this pool
even on the wider spacing that we propose, is it not?

A Yes, N

Oopar Y580 77N ‘

Q Do you consider it would be sound conservation and voﬁld

protect correlative rights to uss thiz wider anacing as you recommei

&8d?

hd -

‘A Yes, I do.
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Q And by providing the 80-acre allowable, do you not
provide an additional incentive to the operator to make that atep
out a little wlder spacing?

e

.’»‘ A YOB. A

 §

Q What is your recommendation, Mr., Young, as to the tempon

PHONE CH 3.669)

ary pool rules to be esteblished in the Lea~Devonisn Pool?

A I recommend to this Cormission that tempérary pool rules
be estsblished for the Lea-Devonian Pool requiring 30-acre proratioh
units and G0~acre spscing pattern, each unit to consist of any two
contiguous quarteﬁ%9a§g%grnment sectlons, thne wells to be located
in the center of the northwest or goutheast duarters of any govern-
mental quarter section. N

Q@ Do you recommend any tolerance as to the 1déhtion of
those wells, Mr. Young?

A Yes, I would recommend a télerance of a;hundred fifty feLt
for surface obstructions. This is to be approved without hearing
or notice to, for the ;ntorepted,party. |

Q But on application to the Commlssion showing the ob- -
struction?

SRS

DEARNLEY-MEIER REPORTING SERVICE, Inc.

Q Mr, Yoﬁng, are the wells that are presently drilling 4in
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this area on pattern under these rules you propose?
A All exocept one,
V' Q  And which one is that, sir?

o | A That is Sinoiair 6025 PFaderal Tas Mo, 1 in the south-
. ]
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west quarter, norihﬁésf duarter, Section 7, Township 7 South, Rangé'a

35 Bast.
¢ And what 1s your undersgtanding as to that well as far as
the Bone Springs formation 1s concerned?

A ms well has drilled through the Bone Springs and was
running approximately 90 feet low to our dlscovery well. A cor-
relation point at approximately 10,100 feet showed the well to be
running approximately a hundred eighty—eightrreet-low.

Q This 1s on down below the Bone Springs you are speaking
about?

A Yes,
Q With regpact to the Devonian, if that well 1g, goes to

the Devonlian and should be completed there, if thatts the case, ac~
cording to our gselamic 1information, would that well be In the same
roaer?oir with the Lea-Devonian Pool?

A » According to our seiasmic data, it would be separated
fron the Lea~Devonian Pool by a fault shown on Exhibit 1.

Q - All right, sir., Wow, the U, S, Smelting VWell, which
is in the northwest quarter of Section 11, is not located exactly
in the center of the southeast guarter of that quarter section, is
itz

A No.

Q Is 1t within the hundred fifty-~foot tolerance thet you

have recommended?

A Yos, 4t 1a.
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Q We don't know whether it's surface obstruction that
required that or not, but at any rate, itts within the hundred firé
foot tolerance, is that correct?

‘A Yes,

¢ Now, what do you recommend for oll allowables for wells

“
P
, .
.

in this Devonian Pool? g
A I recommend that the oll allowable be establl shed by

| N . f o \
establishing the 80-acre proportionalaq}yﬂ, as provided in Statewi

rule 505 as amended.

Q And ‘what. ‘abeul - non~-standard proration unit if one

should be approved in this pool?

A I would recormmend that its allowable be proportional to
the 80-acre allowable in that proportion that the non-standerd unit
is tO*gdlacres.

Q That is on the basis of surface acres?

A Yes,

Q All right, sir.

MR, COUCH: 1If it please the Commission, this concludes
that portion of ocur testimony directed specifically toward the De-
vonian. The essential Iinformation concerning the Nea Unit, and
the development of th§ area up to this present time 18, of course,
pertinent to the Bone Spri:ugs formation, which we will get into
here 1n a moment. And Exhibit 1, of course, i3 also going to be of

agglstance in congidering the Bone Springas formation. Therefore,

’u

rafer to that at this point and would request we go baok now to

5 e
N
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Exhibit 1, and we will give our testimony with that Exhibit relaty
ing to the Bone Springs formation, ' '

MR, PORTERt ILet's take a short recess, about a ten-min-

ute recess.
(Short resceass)

MR, PORTER: Before we proceed with this case, I would

PHONE CH 3.669

1ike to announce that there will be no other cases called before

noon this morning.

/Q (By Mr. Couch) Mr, Young, have you made a similar e‘ngin%er-
ing study with relation to Bone Springs reservoir to that which y&ﬁ
testifled about in comnnection with the Devonian Pool?

A Yes, I have,.

Q And you have diracted‘your study at the same princlple

polints and ultimate conclusions that you tried to ansgwer, ia that

Tight?

A Yes,
Q That study also 1s based on all avallable data we have
on the Lea Bone. Springa Pool?

A Yes,

DEARNLEY-MEIER REPORTING SERVICE, Inc.

MR, COUCH: I'm referring to this as the Lea Bone Springk

trep i

Pool, Ve have stated in the application as filed, request for

ALBUQUERQUE, NEW MEXICO

creation of a2 new pool, I do not think that the pool has been of=
fioclelly designated as of this time, but for convenience in the

record, I will refer to it as the Lea Bone Springs Pool.

"‘ . MR, PORTERY  Mp. Kapteina, do you recall whether we have

by
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r;ro‘tad the Lern Bone Springs Pool officilally yet?
| M., KAPTEIMA¢: \ie haventt, ” |

MR, PORTER: /e haven't.

MR. COUCH: Well, that wes my understanding, Mr, Porter,
but I do think it will simplify the reference if we can refer to
1t‘as the Lea Bone Springsa Pocl,

| MR, PORTER: Certeinly,

MR. COUCH: Possibly that willl be the name that will be
asslgned. ‘

G (By Mr. Couch) Mr. Young, you have aiready testified
about the status of the Sinclair Well over in Seetion 7 to the East
of the Lea Unit?

Av Yesn.

Q Do you know about how deep the Smolting Well iz over
in Section 11 on the West side of lhe Unit boundary?

A According to my information, that well {s drilling ap~
proximateiy a thousand feet. As ilunderstand it, they have get
surface casing at a shallower depth, but their current drilling
depth 1s around & thousand feet,

Q In other words, it has just been started recently?

A Yes. ‘

Q Now, Wo. 2 Well shown a8 8 blue dot there in the southw-
eagt quarter of the northwest quarter of Section 12 is drilling
below the Bone Springs §¥ the present;ﬁime, ia that right?

A Yes, it 1a, yes, sir.
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O Mow, thara 1a one othar dot shown on this map within the

Lea Unit area down in the southeast quarter of Section 13 --
A Yes.
Q -~ has a Vo, 3 by it. Will yon state what that is, sir?
A, That 1s the Ohio 011 Company Lea Federal Unit Yo, 3.

Q That is the location?

A Yes, Itts not drilling as yet.

reflection
4 sel smograph contours

Q And as indicated by the
shown on Exhibit 1, that well is obviously intended to test the
other high that i1s shown in that area, is that éorfoct, air?

A That's correct.

Q There will be some later testimony with regard to The
Ohiat - plans in connection with that well, is that right?

A Yea,:

Q All right, slr, Will you state whether the Lea Unit
Federal Yo. 2 Well, still drilling, but drilling below the Bone
Springs, whether it was cored in the Bone Springs?

A Yes, the Unit No, 2 has been cored through the Bone
Springs, and all indlcations are that it will be a producer in the
Bone Springs pay.

Q What information do you have on the Bone Springs pay
from the No. 1, Lea Unit No. 1'We11? ‘pu%g;§;1ﬂ .

A We have logs, drill stem tests, completion déta, and &
drawdown test, pressure drawdown test on the Lea Unit Wo, 1.

Q . All pight, sir. Based on the data that we have avail-
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able, 1s it your opinion that we now have enough data to establish

terporary pool rules for the Bone Springs?
A Yes.
Q And, 1if so, what pool rules would you suggest?

A It?s my opinion that the available data is sufficlent to

2
N4
o

2
m
x
o
L3
z
o
x
Y

establiah temporary pool rules in the Lea Bone Springa Pool requirf
ing 80~acre proration units and 80-acre spacing pattern.
Q Mr., Young, have you had prepared under ycur supervlsion
tabulation of the pertinent data on the Lea Bone Springs Pool?
A Yea, I have, and that 1s Exhibit 6.
{(Vvhereupon, Ohiot's Exhibit No, !
marked for identification)
| Q This is ppeparod on a format aimila; to the Exe
hivit ahowing portinéht data on the Devonlan, 1s that correct?
A Yes, it 1is.
.Q A1l right, Mr., Young, let's very briefly refer to the
data shown there on Exhibit & concerning the Bone Springs Pool.
A Item 2 of Exhibit 4 13 completion data foﬁgi;ekﬁ;a UMt

Federal No. 1 in the Bone Sprinpgs formation. 'The top of the Bone
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Springs formation is at 8183, or minus 4509 subsea, The top of the
Bons Springs pay is found at 9480, or minus 5806 subsea. The well
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was dually completed by perforating the interval in the Bone Springs
pay at 9480 to 9550, and on October the 9th, 1960, the well potantigdl

had & flowing vate of 21)} barrels per day on a half inch choke with

a GOR of 1817 cubic feet per barrel with s hundred psig tubing pres-
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Q All right. Wow, Item 3 of the Exhibit presents reser-
volr characteristics. Would you briefly review those?
A Yes, ¥No reservolir fluld sample has been taken as yet
Springs
in the Lea Bone /Pool, therefore, the reservoir characteristics,

gome of éhe regervolr fluidvcharaoteristios are unknown, such as

PHONE CH 3-6691

saturation pressure. The formation volume factor is estimted to
estimation :

be 1.95, and that /- = 13 made upon the assumption that the

solution gas=oll ratlio was equal to the GOR on the potential, That

GOR was 1817 cubic feet per barrel. The oil gravity is ;2 degrees

API at 60 degrees Fahrenhelt.

Q All right, sir. And what abeout - . the reservolr charactpr-
istics in this Lea Bone Springs Pool, shown there as Item 4? I
noticed you have two columhs, one for Dolomite and one for Sand.
Will you explain that and then proceed to give the data pertaining
to eash of those two portions of the formation?

A The core analysis from the Lea Unit Federal Wo. 2 throug

the Bone Springs pay showed that the reaservolr extenda over an inte

val of a hundred fifty feet, and contalns both dolomite and sand
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members. The entire hundred fifty feet definltely contains oll
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&f the fovtuge cored in whs Wo, 2 Weil had 2
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permeability of lesg than one-tenth millldarcy. In arriving at the
average perosity and permeability figures, ss shown in Item ) of

Exhibit 6, I have only conaidered footages having permeabllity edqus

to or greater than one-tenth millidarcy as net pay. These calcula-
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tions show that the porosity in the dolomite is 3.05 percent, and
in the sand 10,2 percent. The permeability in the dolomite, [.39
millidarcies, and in the aand 0.2% millidarcies. I have estimated
water saturation to be 30 percent in each. WNow, the net piy, as
gshown in Item d., for the dolomite, is 28 feet. This 28 feet was
actually taken from the log of the No. 1 Well. The 19 feet of net
pay 1in sand was takern from the core analysls of the Wo. 2 Well,

The reservolr temperature is 14,2 degrees Fahrenheit., Original
regervoir pressure, 3983 at minus 58,0, which is the midpoint of
the perforations.

It 1s my opinion that the probable reservolr mechanism will
be a solution gas drive.

Q Mr, Young, in taking the pay for the dolomite section
from the log of Well No. 1, you used 28 feet., Was that more or lesy
pay than was indicated by the core graph that you have on Well WNpi
27

A Itis girsa The Wa, 1 Well has two dolomite intervala}
the upper having 11 feet of net pay, and the lower having 17 feet

of net pay, which I have assigned the well from the FORXO Log.

Now, the core anelysis of the MWo. 2 Well showed that only the
lower dolomlte had net pay in the Wo, 2 Well, and that amounted to
10,2 faat.

Q Well, we will go into that core graph a little later|

when we introduce it in evidence, lr. Young, I'm sure, &nd the
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[point I wanted to be sure we had clear here 12 that you used the
laz;p;er net pay figure of -~ from the data that id available?
A Yes,
Q Giving it the largest you could?
A Yes, This 28 feet of pay will be used in the volumetric
oil recovery eatimate at a later time,
| Q A1l right, sir, Have you also had prepared under your
supervision Exhibit Wo. 7, end will you look at that, please, sivr,

and tell us briefly what that 1a?

~

(vhereupon, Ohliots Exhibit No, |
marked for identification)

A Exhibit Wo, 7 1s the FRXO Log through the Bone Springs
pay section of the Lea Unit Federal Well Wo, 1., The top of the pay
from this log 1s ahown at 9480, which is minus 5806 subsea, This
is the top of the oil gaturation as determined from drill cutting
samples in the Wo. 1 Wsll, and 1g also correlatable with the core
analyéis in the Yo, 2 Well, The perforations in this well are rrorri

9480 to 9550, o

of the well, The firat wasfrom 9480 to 95’60, and the well flowed
at the rate of 549 bsrrels per day. The second drill gtem test wa

un from OBAD to 9600, and the well flowsd at the rate of 391 bar-

A g

rels per day on that test,
Q What 18 the yellow and blue 1line that 13 indicatad just

to the right of your perforations, as I observe them there on Exhibj

No. 7?

Two drill stem tests were run in this well during the drilling



PAGE 137

A Those colors represent the 1ithology through the Bone

Springs pay section. ‘The yellow indicates sand, whereas the blus

indicates dolomite,

o z Q Does it show the sand was extremely tight?
3 é A Yes, but also indicaved the sand had oll saturstion.

. § Q Now, the data that you had avallable, including the drill
- :si:emte*S sifggi, didn't show concluaively whether?}} would be obtainLd

from the dolomite or the send or both, 1s that correct?
V/A That's correct,

Q So, what was decided as to where this well would be per-
forated?

A The well was perforated in the upper 70 feet of what 18
considefed the reservolr,

Q . Then, the question 1s etill not resolved dofindﬁely
whether g».d of dolomite or both are contributing to this produc-
tion, iz that right? -

A That's right. It's my opinion that the me jority of the

productivity will be obtained fram the dolomite.

Q All right, sir, What does this log show with respect to

DEARNLEY-MEJ.’ER REPORTING SERVICE, Inc.
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porosity of the dolomite?

A The porosity of the dolomite 1s quiteerratioc in this
well,
- " Q  How about the sand?

. A the gand shows good porosity.

&

What, then, does the c¢ore graph of the Wo, 2 Well

i
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ghow about that sand?
A Mast of the aand is very tight, with the exqeption of

approximately 19 feet in the middle send section.

- Q A1l right, slr. Now, we show -~ your net pay figures

that you show, show 11 feet in the upper portion, 1s that right?
A Thatts correct.

Q And a total of 28 feet, including 17 down below?

A Yes,
Q That 1s 28 feet you are going to use later on in your
reserve calculations? |

A Yea, for the dolomite only.
Q Mr, Young, will you look, please, at what 1s marked

The Ohiot's Exhibit 8, end tell us what that is, if you will, please

(Vhereupon, Ohiots Exhibit No.
markesd for identification)

A Exhibit Wo. 8 18 & completion core griph = of the No.

2 Well. The interval cored in this well was 9478 to 9665,
in the blue and yellow colors 1s the lithology to correspond with
the blue and yellow colors used in the previous Exhibit. The sand
again denotes -- the sand is again denoted by yellow, and tio 2oloe

mite denoted by blue., The top of the Bone Springs pay in the Wo, 2

Well from the core analysis is 9504, or minus 5818 subsea. These
approximately 12 feet low to the Mo, 1 Well,
Q yhat doog thig core analysls indicate ag to sand above

95557

Shown|

7
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A All the sand above 9565 hag & permeability of less than
one-tenth millidarcy, and, in my opinion, cannot be considered ns
net paj. |

Q And what’ about: the upper dolomite section in this

well? It had 11 feet of pay shown in Wo, 1 Well, Vhat 1s indiocated

here by thls core graph?

A The core graph Yo, 2 Well indlcates the upper dolomite
section in this well has permeability of less than one-tenth milli~
darcy. As a matter of fact, the thickness of the upper dolomlte
geotion 13 only Y} feet.

Q That 18 in the Wo. 2 Well?:

A Yes,

Q What 1s the thickness of the lower dolomlte in the Wo, 2
Well as shown by this core graph?

A Approximately 4O feet,

| Q What does the core analysis show with rélation to permes
bility of the dolomite, the lower dolomite, in this LO-foot interval?

A In the interval from 9607 to 9648, there 1a 19,2 foqt of
dolomite which hés permaability greater than one-tenth millidarey.
xhis i3 indicated by the 30lid red color on Ixhibit ﬁb. 8. The
average porosgity for this 19.2 feet is 3.05 percent, ahd the aver-
age permeability, 4.3% willidarslies, |

Q Mr, Young,that?s 19 feet of this lower dolomite, 1s that
right?

A 19,2 feet.
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X ) . o . 7
Q All right, sir. Wow, what about the red boxea that are

drawn, or boxes drawn with red 1lines up here? What do they indi-~

cate?

A In the interval from 9565 to 9607 there 1s 19 feet of

sand which hae a permeability greater, oqual to, or greater than

PHONE CH 3-.€49)

one~tenth millidarcy. The average permeablility for this 19 feet of

sand is .25 millidarcy.

Q A1l right, sir. Now, uéing the reservolir characteristics

that you have as further supported by the core graph and the log thet

you have Just testified about, as to Exhibits 7 and 3, have you ecal
culated, made volumetric calculafiohs ag to recoverable oil reservels
in ths Bone Springs formation in thils pool?

A Yes, I have. Exhibit 9 1s volumstric calculation for th
recoverable oil to be expected from the Bone Springs. Exhibit 9
shows a volumetric calculation for the recoverablg oil from the

dolomite interval and sleo from the sand interval,

Q You have calculated each of them separate, then, have

your?

A Yes. | |

DEARNLEY-MEIER REPORTING SERVICE, Inc.

Q A1l right, sir, Will you very briefly refer to those g

v

cslculations, starting with the dolomite?
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A Well, the dolomite, I calculate the recoverable oil to
be 476 barrels per acre., Thia 1s using the fsctors which we have

previously discuased and gpplying a 20 percent recovery factor,

During the life of thia reservolr, itts my opinion that some of thﬂ
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0 Sﬁnd .

“lthe core graph shows that sand has a permeabllity of only .25

|millidarcy average, 1 that correct?

B {;:'):.',‘ ‘__ h
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oll accumlation in the sand will be regovered. However, lt's diff]

cult to estimate what recovery radtof'that we might apply the

sand. I have arbitrarily used 10 percent recovery factor for the

Q Mr, Young, one reason j1gta difficult to estimate is that

A Thit's correct.

and
Q And 1t's your opinion that the send /. the two dolomite
1tesrvals are all one pegervolr?

A Yes, it is.

Q And that sand ls, as you said, going to contribute some-

thing during the 1ife of the reservolr,you can't tell for certain

how museh?
;ﬂp A Thatts correct.
: Q Your calculation glves that per acre reserve of recover-
ablo.oil at ©S4o barrels --

A Per acre, yes, sir.

‘Q All right. And then, how have you arrived at the total
Bone Springs recovery per aocre?

A T have added the recoverable from the dolomite and from
the sand, and the net pregult 1s 1016 barrels per aore.

Q All right, sir. Now, attached to Exhiblit 9 as Pages 2

and 3, are some information that 4s taken from this core anslysis

that we previously {ntroduced in evidence, 1s that right?
- .

e e e

ey
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A Yes. Page 2 shows the data from the core pgraph to de-

termina the weighted average permeability and poroaiﬁy in the dolo-

mite,

Q  That is showing the method by which you arrived at the
poroalty and permeability figures you used in the volumetric cal-

culetions?

%
|
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A Yes.
Q These fipgures shown on 2 and 3 woere just copied off the

core graph to bring them here and show what you were using out of

that core graph, is that right?

A Yeos.

Q All right, Mr. Young, have you also had an exhibit pre-
pared that shows the comparative sconomics in cecnnection with the
Bone Springs reservolir?

A Yea, I have.
Q Was thig prepared somewhat along the lines of the exhibit

you prepared of camparative economics on the Devonian?

A Yes,

(vnereupon, Chiots Exhibit Wo,1l0
mavked for identiflcation,)

DEARNLEY-MEIER REPORTING SERVICE, Inc.

Q This is marked 71 Ohiots Exhibit 10, Wow, in connection
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with Ohiots Exhivit 10, Mr. Young, have ydu again, to approach this
raélistically, congldered a substantial area which you believe and

have testified is :1inimum srea expeoted to be productive in the

Devyonlan, have you used that in the Bone Springs algo?
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i A Yes, same area, same 300 acres.
Q And it is your opinion that is expected to be the minimupn
area productive in the Bone Springs, is that right?
e 5 A Yes,
, § Q So that the number of wells considered for either 80 or
S § 4o acres?rezx)and 10 respectively, as in thg case of the Devonlan
) g% testimony?
- § A Yes.
. EE Q Now, what about ti.y investment costs to drill one of
gg these Bone Springs wells, Mr, Young?
%% A If a singly completed well was drilled to the Bone
bgz Springe, the estimated cost would be two hundred twenty~five thou~
» §§ sand dollars per well,
< Q And what would be then the total investment at LO-acre
i & -
l Eg spacing? | ,
E§~ A Four million five hundred thousand dollars.
Eé Q Ang for 80~aore‘spacing?
Eg . A It would be two million two hundred fifty thousand dollafps.
eg § Q Just half as much because you have half as many wells?
_ g % A Thatts correct, sir.
- g Q All right, in this Bone Springs prenentation, have you
i 5 algo made calculations as to what investment would be necessary for{e
dually completed well in the Bone Springs?
A Yes. The cost of dually completing an exlsting well in
thg Bone Springs would be twenty-five thousand dollars.
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,,,,,,,,,,_,,,_,ﬂ,_,,,,,ﬂ,,,,,“.,, -
Q And ljo-acre spacing, that would be & total investmen -
A of five hundred thousand dollars, and for go-acre SpacT
ing, two hﬁndréd fifvy thousend dollars.

Q Again, with relation ©o full devolopment of the 800 acrep
youire zalking gbout?

A Yes.

Q Now, your volumetric calculations par acre, as presented
by Exhivit 9 sho# ug 4an amount that would be expected to be in
ﬁlace under this 800 aores, and what have you caleulated that to

ve, please?

A 1 have caloulated the pecoverable pregerve to De 812,800

barrels.

Q And how much gas do you caleulate will be produod.’d:?ﬁ;:
That 1g assumed on & gas-oil patio of 2000 to 17

which is glightly in excess of the ratio at the present

Q Have you made & computation of net  worklng inoome,
paged on 8 7/8ths working 1nterest?

A Yes.

Q And thatt!s shown on Exhibit 107

A Yes. |

Q You have used gimilar cost pigures there -~
-

>
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A Yea.

== ag to whatyou did on the ﬁevonian?

A Yes.

Q Your lifting cost on this you have ghown slightly less?
A Yes.

Q Why 1a that?

A We show one cent less lifting cost here because this is
& shsllower depth, The Devonian being at a deeper depth, we felt
like the 1ifting cost for the deeper depth would be slightly more

than that in the Bone Springs.

Q And your net operating income, then, for Bone Springs

oil, comes out to what, per barrel?

A Per barrel would be two dollars fifteen cents.

Q That doesn't take into account any cverrides?

A Thatt!s correct.

Q Now, then, what, according to your reserve calculationr

and your het operating income computations would be the total work~
ing interest income from this 800 acres?
| A One million seven hundred forty-seven thousand five hun-
dred twenty dollars,

’QQ Mow, then, would that reaguit in a profit or loss {o¢
drilling a well to the Bone Springs? I'm talking about aingly
completed well 1in Bone Springs.

A It would amount to a loss.

Q And ig the amount of that loss shown on Exhibit 107
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| Q What 1a it, for LO~acre aspacing and for 80-acre spacing

both for the 800 acres and per well?
o . A The net LO-acre would be two million seven hundred fifty-

two thousand four _hundr-ed elighty, or net loss per well of one hun=-

dred thirty-seven thousand aix twenty-four. Net losu for 30-acre

PHONE CH 3-669

spacing would be five hundred two thousand four hundred eighty, or

net loss per well of fifty thoussnd two hundred forty~eight dollars

0  Well, those figures pretty well establish that it would
not be sconomically feasible to drill a well just to the Bone
Springs, isn't that right?

A That's correct.

Q Have you, then, proceeded to meke computations on what
rrobability  would be expected on dually completing into the Bone
Springs in an existing well?

A Yes. ‘

Q Would you give us those figures as set out on Exhibit 107

A Net profit for dual compietion for lj0~acre spacing would

be ore milllon two hundred forty-seven thousand five hundred twenty

DEARNLEY-MEIER REPORTING SERVICE, Inc.

QOllars. for a net profit per well of sixty~two thousand three huw

dred seventy-glix dollars., The prorit'to investment ratio would be

ALBUQUERQUE. NEW MEXICO

two dollars fifty cents to 1. The total net profit for dually come
e pleting For 80-acre spacing would be one million four hundred ninety-

seven thousand five hundred tweaty dollars, or a net profit per well

- of a hundred forty-nine thousand seven hundred fifty~two dollars.
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;ould ha £.Q0 to 1.,

1o weu 5:9¢

Q What does this indicate to you as to the only feasible
method of developing the Bone Springs?

A The only feasible method, in my opinion, in developing
the Bone Springs would be to dually complete wells with the Devon-
ian.

Q It comes pretty much down to a salvage operation as far
as Bone Springs is concernsd, doesn't 1t°7

A Yeos,

Q Vhat is your opinion as to whether the Bone Springs,
whother one well can effiolently and economically drain in excess
of 50 acres in Bone Springs, based upon all this dats you have pre-
sented to us here? )

A It!s my opirdon that one well in the Bone Springs is
capable of draining areas in excess of 80 acres.

Q Mr. Young, do you have a pressure drawdown test on Boho
Springa?

A Yes, we havo,_

Q And this ia on; of the items and the results of that
tast that von were taking into consideration in your concluaion
ag to the dralnage area in the Bone Springs?

A Yes,

Q Would you state briefly for us the results of that test,
whoh 1t was taken’and what the results were?

A A pregsure drawdown test was made in the WNo, 1 Well be~-




\ choke, and flowed for ;7 hours at the rate of approximately 200

- barreis of oil per dey. Following this drawdown test, a 20=hour
f“ 5 bulld~up was taken. A curve plotted of flowingthe bottom hole

) é | pressure versus the logarithm of time of the drawdown test

‘ §v showed that the curve had three separate straight line slopes,
%} indicating a change in tranamiassibility within the reservolr. Re-~

ocalling that the No, 1 Well, although being perforated over an

interval of 70 feet, only 11 feet has been considered net pay. Us~

ing that 11 feet, we can calculate from the drawdown teat that the
permeability within the Bone Springs varies from 2,1 to 60,3 milli=~
darcies. This variation actually has the effect of concentric zonoP

about the well. Zone one has a calculated permeability of 3.l

milllidarcies ot a radius of 257 feet. This was a flowing time up
to three-tenths of an hour. Zone two has a permeability of 2.1
millidarcles at a radius of approximately 57 to 107 feet with the
flow time of two, to three hours, Beyond the flow time. of three
houri, the permoagility caleviated to be 60.3 millidarcies at a

.| radius of beyond a hundred and seven feet. Followlng the pressure

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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drawdown test a bulld-up was run, was taken in the well,

Q This £s the pressure bulld-up?

A Yea, this 1s the pressure build-up, and it reflects a
compoglite of the above results, or has an average permeability of

19.2 ﬁillidaroiea. This test shows to me, that although the permea-
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within the reservoir svfficient to conclude that one well can ef-

ficliently and effectively draln areas subatantially in excess of
80 acres.

Q Mr, Young; in connection with this drawdown test, since
there was an initial pressure drop esrly in the test, but there was
then a continuation ofra slight decline over the remaining perlod
during which the test was run, that ig what permitted us to actuslly
calculate the permeability that you have talked about in this wider
area, 1s that correct?

A Yeos.

Q Whereas, in the test run in the Devonian, since tﬁeﬂpresv
sure remalned constant, there wasn't any method by which an actual
calculation could be made after that initial pressure drbp?

A Thatt!a correct.

Q Mr. Young, if the spacing pattern for this Bone Springs
were to be set differently froﬁ that whioh we have requested, or
which 1s finally approved in the Devonlan, that would tend to leave
gome of thia Bone Springs 01l unrecovered, would it not?

A Thatts correct.

Q There would be gome need of finding some additional pay
and in dualing 1t some other way later on in the life of the field?

A Ves,

Q If a peraon preferred not to dual but wanted to go ahead

and take this risk of drilling a Bone Spfings well with this hundred

;rifty»foot tolerance, they could drill twin wells, could they not?
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[ A Yes,

)

]

‘Are you recommending for this pool, then, the same spac-
ing pattern that you recommended for Dévonian?

A Yes, I am,

Q And with respect to the allowable, what allowable are you
recommending here in the Bone Springs?

A ‘I would recommend an allowable by extending the =~ recome
mending an allowable be established to apply to the 8C~-acre propor-
tional factors as provided in 505 State rule as smended,

Q All right, sir, and with the same ad justment you recom-
mended in the Devonian? ‘ |

A Yes,

Q Mr, Young, considering all thet we have presented here,
18 1t your opinion that by applylng temporary rules of this char-
acter oarly in the life of this field;that there is greater 1likeli-
hood and more certainty that there wili be a regular development of
thisz reservolr in an orderly fashion so as to promote ths purposes
of conservation?

A Yes, 1t 11;

Q And although thﬁ data we have 1s very limited, all indi-
cationg point to these conolusiong which you have reached on the
2 detn. that thesa wells will drain in excess of 80
aores, isn't that right?

A Ybs,sir.

Q Mr, Young, youi:are only recommending temporary rules at
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drill a well, that is going to be a little alower in coming than

A Yeus.
MR, COUCH: This cbncludes our direct testimony from thi
witness,
’ MR, PORTER: Does anyone hﬁve a question of the witneas?
MR, PAYNE: Yes.
CROSS=-EXAMINATION
BY IR, PAYNE: -

this time, that's?éorrect, too, lantt 1t7

A That'as corract,

Q Baged upon this data, you would not recormend any per-
manent rules st this time, would you?

A That's correct.

Q@  There will be additional productive history in this well

as development progresses, but because of the length of time to

would be ordinarily the ocase, is that right, sir?

A Yes.

Q S0 1f we walted until we had all the data that we would
really like to have to fix pearmenent rules, this would probably by
’ )

or gould be developed on a regular development pattern, and we

could run into sgome complications with ljO-acre spacing, is that so?

Q Mr, Young, is this area unitized in both formations?

A Yes, both formmtions,

O

And: Ohio is the operator?

A Yeﬂo‘
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o Tharefore, you have no li0-acre offset chligation in the

ut aroa, do you?
A Not et the present time.
Q You can drill 80~acre wells regardless of what proration
"the Commission eatablishes, isntt that correct?
MR, COUCH: ©Mr. Payne, the witness is consldering it from
the enginsering standpoint, As fer as the unlt rule, we have no
authorizi%ibn ~= the unit'agreement does contain provisionsg whieh

require @ meeting of offsets along the unit boundary, ifor example,

T

and certainly what he -~ I'm going further than necessary in answer

ing your question.

Q (By Mr. Payne) Now, Mr. Young, therefore, I take it

Ohio could -develop the unit area, at least on an 80-acre pattern,

notwithatanding the proration units established by the Commisgsion.
As Mr, Couch points out, you might have an offset obligation within
the unit aas to a well drilled outside the unit?

A Yes.
Q However, if one well will drain 80 acres, you would only,

have to drill one offset well f-- * .5 ljO-acre wells, wouldn't you?
A I don't believe I understand the question,

Q@  Well, does Ohio usuelly drill an offset well to prevent

dralnage of its tracts?
A I belleve gmo.

Q And 3f two lj0=acre. wells were drilled outside the unit

and directly offaetting the unit, if you drill one S0~acre well
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1flexible pattern where you can drill a well in either arven of the

ticipating area, would want us to do something more than drill one
well., T think probably they would be justified in that poeition.
MR, PAYNE: Thank you.

o (B'j Mr. Payne) Mr., Young, do you think your application
might be premature here in view of the fact that you are drilling
an additional well now, and you could take interference tests upon
completion of that well? SIS

A ﬁo, I don't.

Q You would have better data availlable as to dralnage area,
wouldn't you?

A dsrtainly, if more wella are drilled, Mr, Payne, we will
have more data, but there is wolls, one well offsetting the unit
at thﬁ present time, 1t happens to be on pattern, but with‘the next

uwell asa atalrad antatda tha houndary of the unit may be off pat~

Q 0ff the pattern you have recommended?
A Yes.
Q Let's talk about that a minute. You propose an original

pattern here with the proration unit ruﬁning either direction, but

the well to be located in elther the northwest quarter or the south
east quarter of the quarter sectlion, 1a that correct?
A That's correct.
Q ‘Now, do you feel that you will get more oll, less oll, op

the same amount of oll with the rigld pattern as opposed to a

®
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Jio~aere unit?
A It's my opinion that thsir greater amount of recovery
will be determined by set pattern, rigld rather than irregular.

Q How do you arrive at that in view of the fact each well

Araiy ' ,
will drtll 80 acres?

A If we were to permit drilling 1t, the well in elther
quarter, or any quarter-quarter section, we would probably be faced

with drilling clusters of wellé about the lease lines.
Q Yow, this happens in lO-acre pools, too, doesntt 1t, Mr.

Young?

A Yes,

Q where you can drill out of any corner, 330 fest out of
any corner of the LO?
| A Yes,

Q@  So that, 1n effect, we have a flexible pattern in 2ll
j0-acre pools? '

A Yes.

Q Now, with a rigid pattern such as you propose, Mr,
Young, what happens when you get to the edge of the pool, inaamuch
as the theory underlying the fixed pattern in a pool that has
oblong units 18 bassd on drainage and counter drainege? VWhat happe
to the operator when he gets to the edge? He drillas where he is
supposed to under the rigld pattern, he gets a dry hole, he wants

to move up and drill on the other L0, but under the principle of

drainage and counter drainage, the oll under that tract 1s supposed
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as a single completion in the Bone Springs probably would not pay

to go to the operator in the next tler -~ what would you do then?

A I don't believe I could answer that, Mr., Payne,

Q  And you admit it might be & problem?

A Yes. I understand 1t's a2 problem,

Q And 1t might even be a further problem in an area vhere
you are contemplating dual completion, might 1t not, inasmuch as
the pool boundaries,would be highly unlikely that the pool boundar-
1es would be identical?

A It could.

Q So that a man, an operator, might feel that he has com-
mercially productive -- to get a commercially productive well in

the Bone Springs by drilling where he ls supposed to, but lnasmuch

out, he would not drill the well, would he, if he felt that the «=»
that 40, ss far as the Devonian is concerned, might not be commer-

cially productive, while the other [0 would be productive in both

Y

the Devonian and the Bone Springs? UYhat Ifm getting at is you mighj
leave aam§ Bone Springs producticn by the rigid pattern, might you
not?

A Ye®g, you could,

Q Now, I believe you testified, too, that one adventage to
8 rigid pattern was in the case of a secondary recovery, 40 that
you don't have these clusters of wells? | |

A Yeas,

Q Inasmuch as the Devonian formstion here,undef your essump-
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Q  Mow, Mr. Young, I donit guite understand your econamio
dats here. Uhat ta the cost to drill a dusl completion in thease
two formationa?

A Well, based upon the rigureﬁ that we have prepared here,
it would cost four hundred seventy-one thousand dollars to drill
a aingle complated Devonian well, Then it would cost twenty-five
thousand dollars =~

Q Two hundred twenty~five -~

A Twenty-five thousand dollars to dually complete that
well in the Bone Springs.

Q A1l right. Wow, in your Exhibit as to economics in the
Lea-Devonian, you could add twenty~five thousand dollars to the
cost of that well, I take it, and then you could algo add in all
the production that you are going to get from the Bone Springs, in
détermining your net loss or nat profit?

A "Yes. |

Q You didntt sctually approach 1t on that basigz, 4did you?

A ¥o, I did not. .

Q ‘Mr. Young, was your No, 1 Well cored, thias discovery

well?
A Mo,
o So that your figures on porosity, permeability and water
saturation areo actually ecstimated, are they not?
A For the Devonian?

Q Yes,

®
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" “A Well, porosity was calculated from a neutron log. Per-
meébility’came from the drawdown test. !

jj Q  Does a neutron log actually measure porosity,as such?

?? § A .- ¥Wo, it measures a porosity index whigﬂ’wé‘ﬁééﬂéfpd;0411

i g | sity - . o

N § 0 Who is thie purchaser in here, Mr. Youﬁg?

A I can't anawer that, Mr., Payne.
Q- Do you heve a pipeline connection?

A Yo, we don't,

L Q You are trucking it all now?

E A Itts my understanding itis still being trucked.
g Q Do you have any idea how much the trucking charges are?
A To.
o | | PAYNE: That's all. Thank you.
W

' M. Young, you are asking for temporary pool rulea here.‘
whit ‘would cause you to.change your testimony a year from now when

most likely: the applicant will ask that the pool be made pormanont

DEARNLEY-MEIER REPORTING SERVICE, Inc.

‘ g

>é §( {if in cass 80vacre spacing is allowed in the Devonian or the Bone
X 2 Springs or botn? What would cauge you to rocommend it to be 1n-

' g field wells driiled, or dee¢line to. teatify that thc rulea

& 1 | should be made permanent? B

k A Well, asctually, I belleve what 1ittlo data ia available

1s enough to show that one well would drain greater than 80 acres.,

Q Well, you know what it%s going to cost you to drill these
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wella?

A Yos,

Q That i3 fixed; that wouldn't change a year from now,
materially?

A Yo, it will be approximately the same.

Q Could it be possible that your recovery estimates would
be improved or lesssned one way or another, 50 percant recovery
in the Devonian?

A We have used 50 percent recovery based upon water drive
mechanism. WYow, I don't believe it would probably be ény greater
than that. |

Q Maximum, then?

A That 1s pretty much the maximum, in my opinion.

Q It is 8lgo about the minimum, too, 1s that 1¢?

A No. There's a poussibility that tle re would boe no water
drive developed, "In that cass, our recoveraﬁle e seTve h§re would
be substantlially gmaller than I have shown, and, therefore, the
economics would be much poorer, |

Q°  Vell, you are not likely to ever testify that there
should be any 1infield wells drilled, are you?

A Well, based upon the current knowledge of the reservolnr
I would have to say no.

Q In other words, youtre really recommending these rules

be made permanent, arentt you?

A Yes.
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'BY. MR, PAYNE (Continued):

MR, MORGAN: That?sz all.
BY jt, PAVNE:

Q@  Mr, Young, along this rcame line, on your cost of compiet-
ing these wella, you are using the figures on the discovery well,
are you not? .-

A No. The discovery well aingly completed in the Devonian
cost us six hundred nine  thousand dollars,

Q So that your taking into consideration subsequent wells
wouldnt't cost as much as the dlscovery well?

A Oh, yes.

| MR, PORTER: Welre going to receas the hearing at this
point until one-~fifteen, for lunch, at which time the witness will
59 recalled for further eross examinatlion.

(Noon recese at eleven-twenty~five.)

s

¥

% N

AFTERNOON SESSION

MR. PORTERs The meeting will come to order, please. Mn,
Payne, I belleve you indicated you had another question. ‘
MR, PAYNE: Yes,

0 Mr, Young, in the drilling of your No. 1 VWell, or in your
No, 2 Well, as far as 1t haa been drilled, did you Lisve 2nv indica~
tion.ﬁhat theve might be any other formation in this area which ig

commercially productive?

A Yes, thers have been shows in other formations.
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productive 1mits there of that atructure, and the high to the
south, 1r'1t was productive, there may be an area in betﬁeen the
two intervals vhlch might be non~productive, 1s that correct?

- ’ A That is posﬁible. We could not ascertain that at this

timo .

Q Now, did you drill all the way through the Devonian on

PHONE CH 3-6691

rig

the No, 1 Well?

A I'm not sure about that, Mr, Nutter.

Q You didntt encounter any water, total depth, however,
in drilling this well?

A No, It was dense limestone,

Q What did the No. 1 Well actually cost for the completed
well in both formations, Mr., Young?

A In both formatlions?

Q The dually completed well?

A S8ix hundred seventy-eight thoussnd dollars,

Q And approximately what was the cost of dually completing
ﬁhe well in the Bon@ Springs? j

A It was aBbut sixty-nine thousand dolinrs, but I want to

DEARNLEY-MEIER REPORTING SERVICE, Inc.

add there, Mr. Wutter, we had to repair a casing leak, which caused

the coat of the dual completion to Y@ in excess of uhit we would have

ALBUQUERQUE, NEW MEXICO

had, had we had a straight dual completion job.,

v Q Was any commurdcation between the two zones involved in

that caaihg leak?

A No, it wes at a shallower depth. X
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a8 we drill thia well,

ALBUQUERQUE, NEW MEXICO

Ce aweir aa have already conmanced the drilling for Wo. 2

Ay .
A7 HOW, you nave e

*

Well, 1s that correct?
A Yog, 1t's drilling below the Bone Springs pay.

Q I suppose you have A.F.E. prepared for the cost of that

well?

A Yos,

Q Yhat 38 your AWF.E. total?

A The A.F.E., total 13 five hundred sixty-two thousand
dollars.

& Flve hundred sixty~two thousand?

A Yes.

Q Have you preyared an A,F.E, for the Wo. 3 Well yet?

A It has been prepared, but I do not know the total on it.

Q@  Why do you expect the No, 2 Well to cost five hundred
aixty-two thousand dollars when your estimate here 1g four hundreé
sevehty-one thousand dollars per well?

A We are doing an excesalve amount of coring and testing

Q Do you antielpate that when you come back a year from

now, agsuming that you get the temporary ordera for J0~acre spac-

ing, that you would have same core data to offer to the Commissio
on the Devonian?
A I believe itts the Intentlon to core the Devonisn on

thias Yo, 2 Vell,

Q If we had core data at thlas pregent time, we would not

n
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have to teke an esgtimate of porosity, permcability, water satura-
tion, and possibly net pay aa we have to in iakingthesa reservoir
evaluations at this time, 13 that right?

A That!a correct,

Q So that the coring would enable the Commission to make
a declsion baged on facts more than estimates or calculations?

A Yos,
%)

v

Now, do you have the curves 1nrwhich you plotted flow-
ing bottom hole pressure against the logarithm of time prepared to
offer as exhibits in thls hearing, Mr. Young?

A No.,

Q Could you furnish the Commission with the plots of thosge
caloulationas?

MR, COUCH: Mr. Mutter, as you know, those reporta and
tests are very complicated, dnd, frankly, very diffiocult for most
folks to understand, They contain.a lot of detailed information
also about this reservolr, and we are operating under a unit agree~
ment with otheor operators. I think I can sssure you that all of thF
working interest owners would agree that we could make thope teats

available to the Cormlaslon staff., We would llke %o requesgt that

—5

they be kept confidential and used by the staff in its deliberation
We think that the results of the tests as reported here constitute
sufflicient evidence to support the order which we seek, However,

ag far as the 1nrormqtionlia concerned, sgsuming the other oparvatorg

are ngveeabla, and I believe they wlll be, we would be very glad to
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furnish them to you on poth tests for commi gsion use in your evalua

tion of Mr. voung' 8 conclusions and opinions here, if that would
be gatiatactory.

| MR . NUTTER! These caloulations gon't involve any super-
georet method of getermining pegorvolir boundaries or reaerves?}

MR. COUCH: Yo, sir. 1 would not a8y super-secret.

MR, NUTTER! I mean, the method 1¢gelf is an accepted
method?

MR, COUCH? ves, a8 1 underatand 1¢, 1t 18 1¢ts an ac
cepted method and peing used by more and more companies. wWe have
used it in other areas, and we would, becauge of the detalled 1in-
formation 4%t has on ghls unit operation, this deep well, we would
1ike vo furnish 14 with the understanding 1t would be uged on 8
confidential pasis by the commigsion stafl, 4# thet is acceptable.

MR, PAYNE: That sould be done, Mr. Couch, inagmuch 83
this would not be somathing that 18 pequired to pe filed bY the Co
mission, Were 1¢ required to be filed as a form, of course, 1t
would have to be open to publid‘inapection.

MR, COUCH! That 1s trué.

"

Q (By Mr. Hutven) oW, My . Young, as I understand 1%,0n
the plot on the Devonian formation, you got & preak which {ndicate
a change in permeability at two hundred glxty-four fest away from
the well bore, ia éhat éovrect?

A That's correct.

Q Yow, could that break in that curve be attributed, not -
2

e e

e e S
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permeablility?
A It could very well be that the zone beyond two hundred

glxty~four feet la a fracture system.

Q There 13 a fault deplcted here on this Exhiblt Yo, 1,

ia there not -~

A Yesa.

Q ~~ which might or might not have resulted in some fractyr-

ing in the formation?
A Well, it could very eaglly be fractures in the Devonian,

That 18 characteristic of a lot of Dovonlan reservoirs.

G Now, in your volumetric calculation on the Devonian, you'

used a recovery factor of 50 percent. You used the water satura-
tion of 30 percent, 6;th of which are estimates, Now, Ohio 01l
Company 1s an operator in the Denton~Devoiiian Pool. What recovery
fector are you using in the Denton~Devonian Pool?
| A We use 50 percent.

Q Was that the original eatimate, or lg that the revlsed
estimate that you are using today? '

A That 1s the revlsed estimnte.

Q What water saturation do you have in the Danton-Devoniar

Y}

Pool?
A I dontt recell, Mr, Wutter,

Al You don't know if ittg less than 30 percent, then?

A No, I dont't recall,

Q Are you using the game recovaery factor for 80-acre gpac]

- ®

ng
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as you are for l0-acre spacing?

u
s Yoo,

Q And you are using the same recovery factor for 80C-acre
gpacing as for LO-acre spacing in the Bone Springs also?

A Yos.

Q I think in your eatimate of reserves, Mr, Young, I

S

noticed that you give a value to 2,000 cubic feet of gas in thw

Bone Springa of twenty cents, and you give a value éf 300 cubic
feet of gas in the Devonian Pool, six cents, What 1s the differende
in this figure? Is thers that much difference in the gas itself?

A There 1s that much difference in the G.P.M, content of
the gas, although belng & amall amount, it has close to five gal-
lons ver thousand cublc feet of gas, whereas the Bone Springs gas
is much leaner, --

Q I see,

A -~ and that acéOunts for the difference.

Q You get a better price for the Devonian than you will
for the Bone Springs?

‘A Oh, yes, sir; on an MCF basis, of 6ourse, there will be

move of the Bone Springs gas

Q You have a different royalty cost for the two zones alsd
To what do you attribute the differénoe in royalty costsY
A Well, the royalty here ig figured on a straight one-

elghth. The total gross value per barrel of oil produced in the

Bone Springs is more than in the Devonian. The Bone Spriags is
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2.97, and the Devonian 1z 2.83 and thatis accounted Io7 15 4ts Atfa

ference in smount we recsive for the gas produoed‘along with the bar-
rel of oil.

Q I see. In other words, a barrel of oil is going to
yleld more in one pool than the other, so, therefore, you will have
to pay more royalty on 1t? '

A That's correct.

Q I ses. Apd you explained the difference in 1lifting
costs already,.

A I believe thet was covered in my direct testimony.

Q  Yes... Do you know whether United States Smelting, in
f1ling their notice of intentlon to drill their well out west of
the unit, projected it to the Devonian formation or to the Bone
Springs, or to what formation did they project thelir well?

A I could not answer that, Mr. Nutter.,

Q To what formaticn has Sinclair projected its well?

A I pelieve it was originally projected to the Devonlan.
Q And what did you say the pressnt status of that well 187
A Of the Sincleir well?

Q Yes.

A TIt's drilling below the Bone Springs.

Q So, evidantly, it's going on to the Devonian?

A ‘That, I could not answer,

Q Is there any ==

MR, COUCH: I think we might clarify that at this point.
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Although Mr., Young doesn't have the information, Mr. Wheeler does.
MR, WHEELER: T undarsatand originally that was a Bone

Springs well, and then when it dldn't produce from the Bone Springs

the Bend
their objective 1s presently [/ as a gas well,

Q (By Mr. Wutter) So, there 1a a possibility of productio
in between the Bone Springs and the Devonian in this area?
A Yes.

Q In the Pennaylvania,

Q {(By Mr, Nutter) In your direct testimony you said if
these two podls wera Adevalopned on dlfferent spacing patterns that

unrecovered.
reservesmight be left in the ground, and left VA . Would
you elaborate on just what you mean by that?

A I testified that way, Mr. Nutter, because we have shown
that the economical way to develop the Bone Springs pay is by
dually completing wells, Yow, if we have exlisting Deéonian wells,
we will dually complete them in the Bone Springs. Now, 1f we had
a different pattern for the Bone Sprihga and assuming that we were
granted temporary 80's in the Devonian, and we had a different
spacing pattern --

Q Now, what do you msan by different?

, A Well, in open quarter~-quarter sestions. Wow, ws pro-
pose that both pools be developed, wells drilled in the northwest
and goutheast quﬁrters of the quarter sectlons.

Q Oh, you didn't mean if one pool were developed on 80~

acre spacing and the other on Lj0~-ncre apacing?
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wellso

of lLo-acre wells versus go-acre wWellss
gl deration the fact thet 1% would take consl derably longer to reac

s point of depletion on an 30-acre well than 14 would on & 40, hav

you?

A 1 aidn't present

Lwenty years for ond and ten years for another?

to inve gtment patlo.

the poOOlS,

did nob want to

Q 1 see.

A Yo,

£1 gured on 8o-acre apacing,

£our hundred twenty~nine

SRSy T

A I..Oh’ no, —811:‘.

1 thought maybs you meant they

1 aee. both would have

devalcped on elther yovas or 80vs or 013% 102z would result'}

1 think thab would be an acgeptable WAY to devel

wall,

VE o -

to keep them poth on the same spacing pattern. 1f you

dually camplete your wells, you could always twin

Now, in making your compari aon of the earnings

you haventt teken into con

any of that testimony.

Q You didn't ‘diaoount these sarnings over o period of

this %= not digcountad. qonis 1s Just straight profiiv

Q Actually, for {pstance here on the Devonian where you

you have total balance tuoivo milliont”

i1t dis-

thoussnd Jollaps. That figure.

counted, would not be so grest 8s 1t is, would 1t7
A Well, you are peferring t0 the present value of that
pwelve million dollars?

\_,,.»—_’___//_f_,

Q Yes.,

A Thatts c;orroct '
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ten.

Q So then, the present value of the monies to be derived

from the two different spacing patterns, the differsnce hatueen
them, or the ratio of one to the other would not be as great as it
appears to bs by just a straight comparison of the net profits that
you have presented here?

A I dontt believe I quite follow you, Mr. Nutter,

Q Well, now, on the 80-sore spacing you show a net profit
of twelve million dollars, on the )jO-acre you show & profit of
7.7 million dollaras. However, if you were golng to the 80-acre
spacing, that period orvpay off would be extended over a longer
period of time, would it not? And if you 4 scounted the money to
ita present worth, the ratio betwesn 80-acre and ho-aére spacing
would not be asg great ag it appears to be?

A Thatts correct.

Q Do you have any 1dea how mamny years longer it would tékﬁ
to deplete a pool on 80 acres than it would on 407

A Well, some very rough estimates that I have come up with
indicate that the expected 1life undef Cc~-acre spacing would be

around six years, and expected life under 80 acres, approximately

Q I ase.
A Now, those are rough estimatesl
Q Also referring to these economics whereon the net profit

for jO-acre spacing,here in the Devonlan, you have a profit to ine

veastment ratio of .82 to 1., Wow, you don't mean that your profit







pAGE 15

$id

‘?§3§E§T§§§€I£3£§f~I2”53513”£§“§Z;§"515515u1t to assign a vecovery

tactor to this tight gand, end I arbitrarily took 10 percent. :
Q Would you share & sneaking suaplcion that I nave, with

e, that 10 peroent mignt be Li4t1e high for sand iiks Ehat?

A Yes, 1 sure would.

Q In response to a question by Mr. Payne, you stated that
secondary pecovery ey be feasible in the pevonian by looking
down the road ten or fifteen OT fwenty Yyoars, some new method bein
developed. You probably dontt have to 100K ghat far down the voad
zo see the need of and the foasibllity of secondary recovery in th
Bone Springs, d° youé

A ‘Yes.

This is & golution gas drive peservolr -~

Yean.

Q

A

Q -~ which may lend 1gself to secondary recovery -~

A Yes. '» t

Q w= DY cbnvontional means that are presently known?
Yes.

A
Q 1y this 30 percent water saturatlion typloal of Bone Poolls

DEARNLEY-MEIER REPORTING SERVICE, Inc. |
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4n New Mexico, ©OT was this -~ this was obtained from 8 log, the cor
log, wWas 1% nok?

A No, this is just another estimated tigure that went int
the calculations.

Q Well, did you have & atar satumtion = ©N yhe core?

A Yes.
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e e T T

[ o uhat oo that? vhot did 1t average?
A The reaidual water'saturatidh from the GOrs praps
the No. 2 Well, Mr. Mutter, Juat as & rough eatimate, T would aay 1t
ghows that the gand has 8 residual water saturation of somewhere

petween 25 and 30 percent, and then 1 the dolomite 1t was. 1t's

PHONE CH 3-6691

considerably higher, pogsibly apcund Lo percent, N5, Wow, I would

want to rolnt out here that thave i3 no jdipect relation between

, Inc.

the pesidual water aaturation and the connate gaturation of the

¢ ormation.

MR, WOTTER: I belleve thati's all, Mr, Young. Thank you

B! M‘R . _PAm!
Q Mp. Young, over & pericd of unlimited tims, do you be-

13eve that your Yo, 1 Well could efficiently gpain this entire pooll

both pools?

A Would you pepeat that question?

Q Do you believe, given unlimited time, that your Wo, 1

Yiell would of f4olently drain and dpy the Devonian and Bone Spring

Pool?

As to the Devonian Pool, 1f 1t develops ==

DEARNLEY-MEIER REPORTING SERVICE
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MR, COUCH: Excuse mo juat a minute, Mr. Young. Mr.

Payne, 4o you mean on the basis of the avallable data he has now,

pssuning this 1s all the data he would have?
MR, PAYNE: Yes, sii, what he hags nou.

MR. COUCHt As to whether or not that is gufficient to

indicate whether it would drain the ontire pool?
Lo R

e

— e e e e e
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. n (Ry Mr. Pavne) Given an unlimited po;'iod, of time?
\ A Yes, I belisve I would answer yes,to both zones.

- Q Then, what is the advantage of a 1igid pattern, what

b 5 does it hurt to have clusters of wells if any one of them would
\‘w 'g drain the entire pool?

‘ § A The need, as I atated before, for the rigld pattern would
o be for any secondary recovery action that might bo put in,
iy Q Didn't you also testify that you thought yw would-get |~
i more oil on a rigid pattern than on a flexible pattéyrvx‘i?

% A I believe I dld. _
ﬁ Q Well, would you care to elaborate on that a bit? If any
\ one well will drain the pool, what difference does 1% niake vhere you

place the remalnder of the wells?
A We put a qualification on that, You put a qualification
on 1t, seying, given sufficlent time. Now, sufficient time may not
be an economical time,
Q In other words, the point of =~ you would have to sbandon
| 1% before 1t had done that?

A Yeos,

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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Q Now, do;"_-‘you believe thias additional oil that you think

‘will be recovered on a riglé pabttern in the fairway of the pool,

2t leaat; wounld he off et by the, perhsps the loss or the, or by
the fact that on '}th‘e edge of the pool certain wells might not be
drilled if you told the operator which L0 he had to drill it in?

A Let me answer that thigs way, Mr. Payne. Upon the edge
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o the pool, to protect ooeolative rights, the Commigaion has the

power to change the set sapecing pattern, gnd as to & legal questl

\"\; ) they may do it.

Ql' g Q In other worda, what you are sdvocating 18 a rigid pai-
5 :‘: tern in the fairway vwith perhaps exceptions granted aub fect to the
\' § edge?

? A Well, it could very poasibly be that.

”f : MR. PAYNE; I see. Thank you,

; MR, PORTER: Haa anyone else a question?

MR, MORGAN: Yes.

L Q - Mr. Young, itts in my mind you haven't been entirely

conglstent hera in your answers. Now, you gaid a while ago that

you believed that one well drilled on 80 would ultimately recover
as much as two wells on the 80; in other words, the two LO's.

A I don't believe there would be any measurable differsnc

—r
.

Y-MEIER REPORTING SERVICE, Inc.

Vi E Q Right.
s Z, o A Yes,
{ i t; E g Q  Then, you say that the same amount of oil would be pro-
L _R 3‘, duced in or about the same amount would be produced in slx years
: ¥ § from two wells on an 80, that is two Jots, adjoining, as would be
by 3

produced out of one well in ten years on that 80, Is that sbout

’ what you sald?

e o A T believe that'!s correct,

Q All right, then, is that“go_xx_aistoEtlilt_t_x_ima t_h_ought,
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G(two JOo-normal urdt allowables pluas one depth value; is that about

that to take a hypothetical figure for pllowable for those wells, k

you will have to be aware that in an 80-acre pattern there would be

the way you understand 17

A That!s correct.

Q All right. WNow, then, would you say, then, that 2 },0-
acre allowables plus one depth factor for this one 80-acre well
would produce as much oil in ten years as you would out of two lj0-
acre wells with two depth factors and two LO~acre normal unit ale-
lowables? Do you think those figures would come out that way?

A I don't believe I followed your queation.

MR, MCRGAN: Well, Mr. Porter has a figure here.

Y MR, PORTER¢ S

Q Aa I mee it, under the allowables, you have 318 barrels

a day. :
34 basilec unit

A That is using / allowsble. I did mine on 33,

Q I believe, I think for the ourrent allowable fér the
month of November, 318 barrela?

A Yeos,

Q And twlce that would be 636, whersas an 30-acre allow=
able for that depth grade would be 352, g0 you have got compact
figures to work with, For 2 Lj0~acre stralghta, say, wo«hgvu 2 0~
acre wells, the coﬁbined would be 636, those two allowabios?

A Yes,

Q All v ght, if you had 00~acre spacing, ons well on that

—
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B0syou would nave 31

which would be 652, I

or 352, rather.

A Now, what was the questlon?
MR, NDRGA?} His questlon was ~~
Q About 3%5 in ratio?
A Well, you are assuning you deplete the entire wells on

top sllowables?

That'!s right.

Q

A And that's where you are getting your 3 to 5 ratio?

Q Top allowable wells, yes. In that ratio;

A Well, then, we are both ending up with about the sams
ratlo,

Q That 1s what I’was exploring, whether or not -~

A Well, I belleve we are, 7

Q Well, I hadn't worked it out, but that 1s what I'm driv-

ing at, whether that comes out with that reault.

It didntt seem

in proportion to me, with twb dopth factors and two li0-acre allow=

ables, as compared to one l0~acre allowable -- no, 2 }j0-acre allow=

ables and one depth factor as in proportion to 10 to 6. |
A Yos.,

Q On first examimtion, it didn't appear it would come out

that way.

MR, PORTER:! Anyone else have a question? The witness

may be oxcused,
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| made on the assumption that you had only the present available datal,

and that that 1s all you are ever pgoing to have, would you éecom-

Mt., COUCH:t Mr, Porter, I would like to Im ve one minute
on redirect, if I may. |

MR, PORTER: Yes, sir.,

REDIRECT LEXAMINATION
BY_MR._COUCH: |
Q Mr, Young, you testified this mormng in responss to Mr,

Morgan'!s question concerning whether you would recommend these pro-
posed ruleg here for adoption as permanent rules., WNow, waé that
statement made on the agsumption that the presént avallable data

would be unchanged by future operations in this field, or that,

mond these ruleg be made permanent?

A It was based on avallable data,

Q@  Vell, as a matter of fact, Mr, Young, you are recommend-
ing these rules he adopted as temporary rules only, are you not?

‘A  Yes.,

Q, And one reason that you are recommending that it be
temporary only is that you realize that eadditional development in
thia field may provide us with additionsl information, or will pro-
vide us with additional informetion, and it's possible, although
you do not expect 1t, itts possible that 1t will show that a well
cannot efficiently and economically drain 80 nnres?

A Thatts correct,

Q That 1a & possibllity?
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|wells, approximately aix months, I belleve you testified, -

A Yes.

Q Which you reluctantly admit because you think this data
13 right?

A Yes,

Q If that possibility were to ariae, i1f you as 2 reservol

engineer were to come back before this Commission with information
showing this well would not drain efficlently 80 Aerps, would you
recommend 80 acres if you could show it would not drain more than
ot

A Yo,

@  Is it truesunder these temporary operating rules you
have recommsnded, that we would obtaln more information sooner, in-
formetion of the kind needed to really elther verify this informa-
tion we have presented here today, or diaprove 1t, so that we can
earlier adopt permanent rules for this rield?

A Yes,

Q Considering the length of time necesssry to drill these

i

A Thatta correoct,

Q == do you think i1t's possivle that we might want to ask
even a year from now that the temporary rules still be maintalned '
as temporary untll we can obtain the necessary data to see Just
what a well will actually drain in thig area? |

A That 1s quite posaidble.

@ But, do you think thet there is something definitely to
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e

be gained by adopting thess temporary rules at this time ~-

. A Yes.

}w Q =~ from the standpoint of reservoir information and pro-

%é g teotion of correlative rights?

}ﬁ g A ‘!bs.

£ M. COWCH: Thank you,

i M, PORTER: Any further questions?

I BY MR, MORGAN:

g% : Q that efficiencles do you find now compared to a yé?r lat+r,

i {n the matter of use of reservolr energy in producing the infileld
| § wells; in other words, those thst, if they were drilled on 0-acre

3 pattern now compared to =~ if they were drilled on infleld wells a |
':; yosr from now, would you find the same produetion in those infleld

3

wells 2 year from now as you would find today?

A Frobably nob. | ‘
Q What would be the difference, since it's a water drive?
A Since 1t's a water drive, the infleld wells would hot
produce as much drilled at that time as they would now due to the
allowable that 1s taken out of the early wells. They would.be that

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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far behind.

3

8] And that would be a reason, then, probably, if thia were

granted,it would be a reasgon to sustain that a year from now, to

sustain the order a year from now, becauge you could then say thes

P wellg, infield wells, have a less likelihood of paying out than th

@

| would If they were drilled today?
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A Yoa.
BY MR, PAYNE:

C Mr, Young, assuming the Commission sees fit to grant ap-
proval to your appliecation here, would The Ohio 01l Company consent
to take interference téats between No. 1 and No, 2 wells, and such
other tests as the Cormission might request from time to time?

M, COWCHs 3Mr., Porter, Mr, Young ia not in a position
nor with authority to commit The Ohio to taking any partlcular
interference tests ss to any particular wells, As I have sald, we
are in this unit with other parties, and what testing we do and
what operations we do on the unlt, necessarily, those people :
have to be consulted. I think that I can say that The Ohiots posi-
tion will be that we will want io find out as mueh about this
reservolr ag we can at the earliest possible date, and if inter-
ference tests indlocate that, if interference tests would give us
that information, it could be sxpected we would run them.

Q (By Mr, Payne) VWow, Mr., Young, do you feel interference
tests are custemary and proper way of deteminihg n5t;.efriedent dralnt
age, but drainage? |

A Yeos,

Q Do you feel that in moat instances, at least, when youtr
trylng to actually determine ihe drainege areas of a well that an
interferunce teast 1s about as good a way to get the information as

any other?

A That 1s one memns of getting the information., However,

o)
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in a high permeability ressrvoir whereryou cannot é;f 8 large pres-|
sure drawdown by flowing the well at a substantial rate, the inter-
ference test could be inconclusive.

] Interfersence tests care more effective, too, arentt they,
when the wells are newly ccmpleted?

A Yes,

MR, PAYNE:t Thank you,

MR. PORTER: Any further questions?

M, COUCHt I would like to ask one or two more in con=
nection with this last cross, Mr, Porter.
L REDIRECT EXAMINATION
BY R, COUGH:

Q As to the timing of these interference tests, Mr, Young,
would 1t be, when we run them snd how they would be run would de-
pend on what we discover as we go forward with our develoﬁment PP O-
gram, would it not?

A That!s cor;eot.

Q And, in your judgment, ag an engineer, in order to at-
terpt to run an interference test, if there was reason to believe
it would show something in this high}permeability area, would it be
your thought, or your opinion that thero should be a transfer of
allowable from one well to another to permit a sufficient shut-in
time of the well, of one of the wells in running interference testsp

A Yea, that ia always helpful on interference tests.

Q And with the volumes produced here, that.would probably
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be & necessary measure in this cage,to use interference teasts if

they were useable at all?

A Yes,
a A1l right, sir. Wow, with regpsect to Mr., Morgants ques~

tion concerning the drilling of additlonal wells, a yesr foom now,
inatead of now, whethner they would produce the same or less amount
of oil, whether we continue on ho-ac?e gpacing or on 80-acre spac-
ing, 1f you drill a well a year from now nearby another well that
has already been drilled, that later well ls likely, by the same
token, not to produce any more oil than the infield well would pro-
duce, s tha &t right?

A Thatts correct.

Q So, whichever basin you go to, you are still gqing to
face that problem down the line?

A Itts directly tied to the timing when the well is arulsf.

Q Regardless of the apacing?

A Yee.

MR, COUCHt I have nothing rore,

RECROSS=EXAMINATIOY

34 PAYNE:;

L]

Q Mr, Young, l1en't it true that if an 80-acre spacing orde:
18 1ssued on the basls of engineering, drainage, and that informe-
tion subsequently proves to be incorreoct, yet after a temporary 80-

acre order has been inieffect, the ¢r  n has been skimmed off, 8o

to speak, and 40~acre wells are no longer cconomicsl, so that then
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the Cormission has to enter an JU-mcre order on U
nomics rather than dralnage?
A Yes, that is trus,
Q That 1s a possibility?
A It's a posaibility.
MR, PAYNE1 Thank you,
MR. PORTERt Any further questions?
MR, COUCH: I think not,
MR, PORTERt This witness may be excused.
(Wiitness excused)
MR, COUCH:s We have one udditlional witness. Before Mr,
Wheeler takes the stand, all these Exhibits here were produced |
under your direction and supervision? | '
MR, YOUNG: Yes, they were.
MR. COUCH: Will offer them in evidence.
MR, PORTER: Without objection, they will be admitted.
(Whereupon, Ohiots Exhibits Nos,

1 thru 10 were raceived in evi-
dence. )

J. D. WHEELER,
called as & witness, having been firat éuly sworn, testified as
followas |
DIRECT EXAMIWATIONW

BY MR, COUCH?

Q Would you plemse state your name and position with The

Ohio OL1 Company?
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A Iy name is J. D, Wheclor. Ifm Division Manager of the

Houston Production Division of The Ohio 011 Commany, which Division

- includes Southeast Wow Mexico.
- 5 Q . Mr., Wheeler, do you have testimony you would like to
, é present from the standpoint of management in connsction with the
§ proposed rules in the Lea-Bone Springs reservolir and the Lea-Devon-

ian reservoir?

A Yes, I do.

Q vould you procead to present that testimony, please, airt

A This is really more in the nature of an informative state-
ment than it 1s testinmony. A few weeks after the Lea Unlt was com-
pleted, Ohio, as operator, called a meeting of the non-operators at
our Midland office, and we submitted to them a tentative out1line
for the development of the Unit, and since the other operators
agreed to it, I thought this Cormission might be interested in
getting a brief review of what our plans are for the next ﬁpw years
in the development of this Unit. |

Pirst of all, of course, the diseovery well was drilled as a

result of the seismograph work, which is shown on Mr. Young's Ex-

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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hibit 1, and the outline of the Unit was also based on that same

ahooting work,
Now, the Unit within the hatched ares on Eﬁhiﬁit 1 conslats
i' of 2560 acres, and if all of the acreage should be productive, it

would require 16 wells to outline the productive area on the basis

* 6f driiling only cne well to 160 acres, and since it takea approxi«

fre
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time we would want to wslt until we saw what the results of that

pacE 89

ﬁﬁt;iy aix months to drili these weils, it weuld reauire in the
neighborhood of four years to just outline the productive area by
using two rigs in the field, one in the south avrea and one in the
north area. Now, we have already sent out A.F.E's to the other
opsrators in the unit, requesfing perﬁiééﬁon to drill Well No. 3,
and we expect them to be approved within the naxt couple of weeks,
and that well will be started very shortly. If No, 3 Well confirms
the selsmograph work, why, then, we will be in positlon to keep one
rig actively drilling in ihe south end and one in the north énd
without the need rfor waltlng untll the completion of one well be~
fore starting another.

Were these wellg costing half a mlilllion dollars to complete,

why, there would be some tendency, if we were only developing ~=-

if we stepped out from the north end to the south end,’why, each

well was before starting another one, but if this seml-wildcat well
provﬁar up our seismograph work, we will then be in a positiop wher+
the completion of each well down here will lead to the drilling of
another well in the south end.

So, while, actually, we are asking for 30-acre spacing on a
temporary basis here today, cur plauns are for us to step out a hun-
dred and sixty acres at a time, and we are doing thaf-for the reason
that it's important for us to know what we have in this over-all

reservoir. Now, you gentlemen, I know, are aware that 1tts a multi4

1ple pay fleld, and each time we drill a well through the Devonian,
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we secure valuasble information as to the productivity and the zeriall
extent of these ghallower formatlons.

?“ Now, we, not too long ago, vere approached by a company seek-
ing to make a contract for the sale of casinghead ges., Well, if

the fleld 1s as large as we hope it i3, and the Peun gas is  pro-

&
PHONE CH 3-6691

duetive throughout the fleld, and the two oll pays develop over thils
large area, why, it would eppear to us that we would be justified
in putting in a gasoline plant owrselves there, but that 1s one of
the ressons that we are anxious to step out s considerable dintance
with each well in order to find out the aerisl extent and the ulti«
mate reserves in the fleld.

o Now, 1t seems important to us to have 80-acre drilling unite
in this field for soveral reasons, one of which, of course, 1as we
like to get that extra )jO-sere allowable, and the others, though,
are that alwayq_whcre you have spacing that «- LO~acre aspacing, for
inatence, why, ihore are, psrticularly in s unit,there are going
" to be some of the operators that ars not golng to want to step out|
They say"that 1s a 1ittle bit dangerous, we would be better off if

we Juat‘movea4uo acres, and bj having 80-acre spacing, we will overn-

DEARNLEY-MEIER REPORTING SERVICE, Inc.
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come that argument to gome extent."

And then there 1g also the situation of possible production
around the edge of the unit which,if other operatovrs got in and
[ drilled two L0 acres around the edge of the unit, why, I think it
would force our hand and force us to protect our interest by drild

b ling to thst same denelty, and would not permit us to move out with
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oufrprogram aareasily and as rapidly és we hope to do.
Now, as we develop this Informati on on all the reservoirs,
vwhy, there will come & time sometime down the 1line when we will
l:w have enough information to determine whether 80 acres 1as justified
as a permarient ajtustion, or whsther }j0 would be better. Perhaps

we 11111 f£ind out that 40 might be better for the Bone Springs, if

o
M
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they will pay out because the pay, the Bone Springs payhas defin-
1tely far less permeability than is the Devonian. But as to our
present information, why, 1t appeavrs to me that Mr, Young's testi-
modﬁg doea justify granting temporary 80-ascre spacing.

N Oh, I, by the way, am able to answer the gquestion ébout the

pipeline that somsbody asked. The oil is belng taken by pipeline

Texas-New Mexico hes a connoction at the oil, and the oll goss to

the account of Tidewster ot the regular sour crude price <f two

R REPORTING SERVICE, Inc.

dellene saventw-ssven cents 2 barrsl at vhe well. I believe that

-~
{
ys

—

§ is all I have.

Eé MR, PORTER: Mr. Payne, 4o you have a question?

Eg . CROSS=EXAMINATION

3§ g BY MR, PAYNE:

E§ % Q Mr, Wheeler, does the legal unit agreement provide for the
) g drilling of a certain number of wells within the umlit area?
- 3 A No. The unit agreement providus that each‘well mugt be

approved by all operstors, or if they don't spprove it, whi, there

1s a clause in thero where they may glve nonconsent.

v Q Doss it contain an obligation to drill your No.-1 Well?

e
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A It contalns the obligation to drill the No. 1 Well, and
all subsequent wells must be approved by all operators, and the "o/
3 Well, as I stated, has beean approvsd st the mrrsent time, I be-
lieve, by all except ons, and we are expecting that approval very
ahortly.
MR, PAYNE: Thank you.
MR, PORTER: Anyone else have a quesgtion? You may be
excuged.
(Witness excused)
MR, COUCH: Mr. Porter, I have & brief final statement,
MR, PORTERt Does this conclude your testimony?
MR. COUCH: Yes.
MR, PORTER¢ You may proceed with your stetement.
MR, COUCH: Or, if there are any other statements, I
wlll withhold mine and wind it up.

MR, PORTER! Does anyone elge have a statement to make?

We didn't have any uppeaiaincss. 8

L

MR, PAYNE: We have n statement, Sinclair 01l & Gas Con
pany deaires to join The Ohio in proposing flexible proration 80-
scre units, Le-Devonian and Lea Bone Springs Pools, Lea County, New
in the ,
Mexico. Sinclair owns 14 psrcont /h discovery well,
MR, COUCH: 1In connection with Sinclairts statement, I
wonld like to say we have from each of the other working interast

owners in the unit, letter or telegram from each of the working

interest owners stating that they approve the requested rules as |
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sot forth in our application. In connection with the Sinclaip tele-

gram, they used the word "flexible" in there., I contacted Mr., Med-
ford who signed that. I received an &xac py of tha talegram my-
gelf, Mr., Medford assures me it was Sinclairts intention to recom-
mend the rules as we have reconmended them and "flexﬁble" wag with
reference to drill either in northwest quarter or southeast quarten

uarter '
of the/section, or perhaps they were referring to the fact any othd

er . contlpuous r???iegould be put together, 80 that all working
interest owners are very defirmitely in accord with the‘ppoposalu ve
are making to the Commisaion today in regard to both of these poolé.
v;’think the testimony in this case has establighed very defin-
f{tely that by a fixed pattern,vhen we proceed with a regular develqgp-
ment program,that we can more quickly determine the necessary infon-
mation for permanent rules in thig avea., Under the provisions of
the unit agreement which agﬁeement, by the way, 1s a part of the
record in ths original case before thies Commismsion concerning the
unit, we ars required to file with the U.S.G.3. and with the State

&N

a development program covering a certain period of timo, and that

we have to do periodically during the 1ife of this unit. Once that
progh&m is'approvod, 1% becomes a drilling obligation to drlill thede
edditional wells that are inoluded in 1t. With the spscing that wJ
have asked for, we will feel in a position to go forward with such
program, astepping out, as Mr, Wheclor has outlined, wit hout expos-

ing ourselves, undertake those obligations as & part of the progran

development that we must £111 and get approved. Ve will undertake
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those obligations with the‘aasuran;e that we wlll not have to dis~

rupt that cpofgting program and have to begln Jdrilling offsat welld -

-

on a LO~acre pattern on & unit boundary. That assurance that ve
- would have under the proposed rules would, I think, ultimately worl

to the benefit of the State, working interest owners, the royalty

1
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owners in outlining this fileld as soon as poasgible, That i3 golng

to be long enough becsuss of the time it takes to drill these wells.

I believe the data we have available now certalnly all indicates
that 80~acres is much more appropriate in this field than L0 acres,
from the standpoint of atatutory standardsaggl%ﬁgﬁigasideration of
fixing - of spacing units by the Commiasion,

It has been made clear that probably we will not be coming in
a year from now asking for permanent rules., I, frankly, dontt see
how we could be in a position to seek permanent rules a year from
now., I am inclined to think we will have subatantlal additional
data by then, but I think we will still be in a position of seeking.

temporary rules in view of the length of time to drill the wells.

I just want to close with this one statement, that we have temporQ

ary spaolng in this pool right now, the L0 acres under the state-

DEARNLEY-MEIER REPORTING SERVICE, Inc.

wide rule, that 1is temporary until field rules are adopted for thig

fi1eld, The Question just is, whether temporary spacing shall be

ALBUQUERQUE, NEW MEXICO

[0 aores or 830 mores, which will result in the greateat benefit to

E; ' all interested parties, including the royalty owners and including

the operators and the State of Vew Mexico itself. We think we hav

j
’ got here a fleld that 1a a very significant dlscovery, and we woul

} e




e

rgarnqutly ask this Commission to afford vz ks Spportum ty to des |

velop it reagonably and on this type of pattern that we have pro-

posed that we think will work out for the greatest ultimate recoven

in the reservoir in the area. Thank you,

MR. PORTER: Doeg anyone elge have anything to offer in

this cage -~ these cases? The Commisston will take the case undep

PHONE CH 3.6691

advigement.
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| My Commlgsion expires:

STATE OF MWNEW MEXICO )
COUNTY OF BERMALILLO ; **
I, ADA DEARNILIEY, Court Reporter, in and for the County of
Bernalillo, State of ew Mexico, do hereby certify that the fore-
going and attached Transoript of Proceedings before the New Mexico
011 Conservation Commission was reported in machine shorthand and
reduced to typewritten transcript under my personal aupervieion,

and that the gsame is a true and correct record to the best of my

knowledge, skill and ability.

WITNESS my Hand and Seal this, the _-Z_/_:_Zday of W,

1960, in the City of Albuquerque, County of Bernalillo, State of

New Mexico,

WOTARY PUBLIC

June 19, 1963




