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STATE OF NEW MEXICO
ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION l'7l\/i‘3tlnf\l

POST OFFICE BOX 2068
STATE LAND OFFICE BUILDING
EANTA FE, NEW MEXICO 87501

May 2, 1979 {506) £27.2434

. 6527
Mr. Conrad E. Coffield Re: gﬁgangé_ R=5000
Hinkle, Cox, Eaton, .
Coffield & Hensley
Attorneys at Law Applicant:

P. O.
Midland, Texas

‘Box 3580
79702

Tenneco 0il Company

Dear Sir:

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

urs very tru

JOE D.
Director

JDR/fd

Copy of order also sent to:

Hobbs 0OCC X
Artesia OCC x

Aztec 0OCC
' ~reg Sirmmons
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE IHEARING

I AT Y {-t\nﬁnﬂhvvio\\ﬂ‘t\!'

¢ ALY LED BY THE CIL CCHEOIORVATI (WL

DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 6527
Order No. R-6000

APPLICATION OF TENNECO OIL

. COMPANY FOR TWO NON-STANDARD OIL

PRORATION UNITS, LEA COUNTY,

- NEW MEXICO.

ORDER OF THE DIVISION

. BY THE DIVISION:

i This cause came on for hearing at 9 a;m. on April 25,
11979, at Santa Fe, New Mexico, before Examiner Richard I1..

:?Stamets.

¥ NOW, on this 2nd day qf May, 1979, .the Division
' Director, having Consldered the testimony, the .record, and
..che recommendations of the Examiner, .and being fully advised

'ifin the premises,

_ FINDS: .

?i (1) That due public notice having been given as required
' by law, the Division has jurisdiction of this cause and. the

; ' subject matter thereof. S . .

?f (2) That the applicant,,Tenneco 0il Conpany, seeks
, approval of two 80-acre non-standard oil proration. units, ‘the
@ first comprising the N/2 NW/4, the other the N/2 NE/4, of
: Section 12, Township 9 South, Range 34 East, Vada-Pennsylvanian
i Pool, Lea County, New Mexico, said units .to be dedicated to
applicant 8 Ward Insall Wells Nos. 1 and .2, respectively,
. located in Units D and A of said Section 12. . ,

. (3) That at the time of .the hearing applicant requested
i that the application for an 80-acre non-standard oil proration
unit comprising the N/2 NE/4 of said Section 12 to be dedicated
lxto the Ward Insall Well No. 2 1n Unit 2 be dismissed.

of ‘the N/2 NW/4 of said Section 12 may reasonably he presumed

1
[
|
H

(4) That the entire non—standard .proration unit conuisting 1




Cagse No. 6527
Order Ho. R-6000

: productive of oil from the Vuda-Penhaylvanian Pool and that
© thea eintire non-standard oil proration unit _can be etficiently
and economically drained and developed by the aforesaid well,

(5) That approval of the subject application wil) afford
the applicant the opportunity to produce his just and equitable
share of the oil in the Vada-Pennsylvanian Pool, will prevent
the economic loss caused by the drilling of unnecessary wells,

- avold the augmentation of risk arising from the drillirig of
an excessive number of wells, and will otherwise prevent
waste and protect correlative rights. ,

IT IS THEREFORE ORDERED: |

(1) That an 80~acre non-standard oil proration unit in
- the Vada-Pennsylvanian Pool comprising the N/2 NW/4 of
‘ section 12, Township 9 South, Range 34 East, NMPM, Lea County,
- New Mexico, 1is hereby established and.dedicated to the .
. Tenneco Oil Company Ward Insall Well No. 1 located in Unit D
- of said Section 12, _

I
|

« (2) That the application for an 80-acre non-standargd
- 0il proration unit in the Vada-Pennsylvanian .Pool comprising .
;' the N/2 NE/4 of said Section 12 is hereby dismissed. .

t (3) That jurisdiction of this cause .ls retained for the
entry of such further orders as the Division may deem
:Enecessary. .

: DONE at Santa Fe, New Mexico, on the day and year herein-
i above designated. C e

. A A

TATE OF NEW MEXICO
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W. C. OSBORNE
CERTIFIED PETRALEUM GEDLOGIST

DFFICE: 915-682-5354 358 MID-AMERICA
RESIDENCE: 915-684-4858 MIOLAND, T‘E!;AB 79!2;%’%D|N5

April 23, 1979

Mr. Dan Nutter Ti;jﬁ/égéiJ
0il and Gas Conservation Division ] (

New Mexico 0il Conservation Commission -

P. 0. Box 2088

Santa Fe, New Mexico 87501

Case No. 6527 »
Vada-Pennsylvanian Pool
on-Standard Proration Unit

Re:

Dear Mr. Nutter: e s as e i S

I am the'Lessee of record of the South-half of the
Northwest-quarter (S/2 NW/4) of Section 12, T-9-S, R-34-E
in Lea County, New Mexico.

time is more equitable, prevents waste, and protects the
correlative rights of the royalty owners of the respective
tracts.

Therefore, as Lessee of the S/2 NW/4 of Section 12,
T-9-S, R-34-E, I join Tenneco 0il Company in their application
for an exception to the spacing rules of the Vada-Pennsylvanian

I believe that 80-acre spacing in this field at this l

Field.
Your consideration would be appreciated.
Yours truly,
w. C. Gsborne
WCO/jy

i - L
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e
! MR. STAMETS: We will call next Case 6527.
2 MR, PADILLA: Case 6527. Application of

Tenneco 0il Company for two nonstandard oil proration units,
Iea County, Hew Mexico.

MR, STAMETS: Call for appearances in this
case.
7 MR. COFFIELD: I'm Conrad Coffield with the
Hinkle Law Firm in Midland, Texas, appearing on behalf of

the applicant, Tenneco 0il Company, and I would like to Mr.

NUTETTIE ST LIS ST R R
,
o > w

g§§§ 1 Greg 8immons, Division Attorney, for Tenneco from San
2522 " Anton.io, who will present this case.
# uﬁgg?g 12 MR. SIMMONS: Mr. Eraminer, we have three
Eég‘; 3 witnesses to be sworn here.
“’t’g'ém " MR. STAMETS: Okay, are there any other ap-
1° pearances in this case?
° I'd like to have all three witnesses stand
" and be sworn at this time, please.
8 (Witnesses sworn.)
i MR, SIMMONS: Mr. Examinexr, if I may, we have
20 'prepared a booklet, if you will, containing eight exhibits,
{ 2 and due to the nature of our application and the way the
) 2 evidence will be presented, I would like to make an opening
w} # statement, if you will, I feel like it will better allow
2 the Commission to understand what we're trying to say, and
25

allow for a more clear hearing.




Page 4 .
B ! MR. STAMETS: Please go ahead.
2 MR, SIMMONS: First, by reference in thig
3 opening statement I'd like to call the Commission's attention
4 to what has been marked as Exhibit Three, just for your
5 referaence 80 you can sec basically what I'm talking about.
6 This application was filed on our:‘ bohalf by ‘
7 Mr. Coffield, a tow Mexico attorney, and initially the ap-~
8 plication applied for an exception %o the Vada-Fennsylvanian
9 Pool rules,k which 18 now spaced at 160 acres.
gggg 10 The area that this application involves is
§§§§ " the northwest quarter of Section 12, Towvnship 9 South,
"m}gggg 12 Range 34 East, Lea County, New Mexico. ~
Eégﬁ 3 By letter dated April 19th, 1979, written by
:},ggi 1 Mr. Coffield on behalf of Tenneco 0il Company., Tennaco
10 asked that the application now before the Commission be ‘
10 amended and that only its application for an exception to ' j
7 the field rule spacing be considered as to the north half
8 of the northwest guarter. Initially the application applied
i to the north half of the northwest quarter. andr the north
2 half of the northeast quarter of Section 12.»
2 So with the Commission's apprbval we would
2 like for the application to only be for the north half of
”‘; 2 the northeast quarter.
2 MR, STAMETS: Ve will dismiss that part of
2 ‘the application dealing with the north half northeast guarter
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of Section 12,

MR. SIMMONS: Yes, sir, thank you.

Now, HMr. Exariner, I call your attention to
the Exhibit Three, and it's a basic plat of Exhibit 12, and
if you would look at the northwest quarter of Section 12,

I will call to your attentlon that the royalf} ovwnership
as to the north half of the northwest quarter and the north
half -- and the south half of the northwest quarterbis
diverse. It is not the sane.

In addition, I cali your attenﬁion to the
fact that the working interest ownership, or leasehold rights
as to the noxrth half of the northwest quarter and the south
half of the northwest guarter, are diverse.

I also call your attention to the letter that
was handed@ to you along with our booklet of exhibits, ad-
dressed to Mr. Dan Nutter, Oil and Gas Conservation Division,
New Mexico 0il Consaexvation Commission, date April 23xd,

1979, in reference to this case, wherein the lesses of re-

coxd of the south half of the northwest gquarter, a Mr. W. C,

Osborne, joins Tenneco in its applicatiorn for an exception

to the 1l60-acre spacing now controlling the Vada-Pennsylvani

Pool.

Mr. Examiner, at this time I would like to

‘call Dave Pearcy as a witness,

i
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DAVID B. PEARCY
being called as a witness and having been duly sworn upon

his oath, testifiecd as follows, to-wit:

DIRECT EXAMIMATION

BY MR. SIYMMONS:

0 Sir, would you state your name?

A My name is David B. Pearcy.

QA And where do you reside?

A In San Antonio, Texas.

0. And, sir, what ié your profegsion?

A I'm a Project Geological Engineér for Tenn-

eco 01l Company.

0 And how long have you been employed for
Tenneco 01l Company?

A For six years.

0 | Mr. Pearcy, I ask you if you're familiar

with the area relating to the application now before the

Commission?
A Yes, I am.
o And you're familiar with the properties in-

volved, is that correct?
A  That's correct.

Ry _And have’you previcusly testified before the
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0i{1 Conservation Diviasion?

A No, I have not.

Q Okay. Mr. Pearcy, would youv tell the Ixaminer
please, what degrecs you now hold?

A T havae a dearee in geologlcal engineering from
the Colorado Schoolyqf Mines, 1966, and a Master Divinity
degree frog Baptist Seminary in Denver, 1969.

Q Mr, Pearcy, would you tall the Examiner, pleas
what organizations and professional groups you belong to?

A, I belong to the Society ouf Petroleum Engineers
of AIME, the American Association of Petroleum Geologists,
and the Sociaty of Professional Well Log Analysts.

Q Now, Mr. Pearcy, you are now employed for
Tenneco in its southwestern division office, located in
San Antonio, Texas, iz that correct?

A That's correct.

0. And since you have been assigned to the
southwestern division what area, as a geological engineer
have you been responsible for?

A I've been looking after the Tenneco operated
properties in New Mexico and Texas. |

4 Have you -- all right, and for how long have
you been doing that?

A - 1've been doing that for\approximately eight

months.

-

r
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A 1 MR, SIMMOUS: Mr. Examiner, at this time X
2 would submit Dave Pearcy as an expert witness and ask that
3 he be -~-
4 MR, STAMETS: The witness is considered
5 qualified. | | o -
6 MR. SIMMONS: If I may, Mr. Examiner, we
7 have alre;dy stamped and nunﬂa’ered all of our exhibits. The
8 exhibits will be presented out of order,-‘ but I will roefer
d to the number as indicated on the exhibit,
gggg 10 0 (Mr, Simmons continuing.) Mr. Pearcy, I'll
2%;2 " now ¢all your attention to what has been marked as Exhibit
Wj}égg; 12 One, and ask 1f this exhibit was prepared under your super-
Eégf‘: b vision and control?
‘%ggg 1 A Yes, it was
© 3 p .
1® 0. Would you state bhriefly, please, what this
6 exhibit represents to the Examiner? |
7 A This is a neutron porosity log for the Ward
1 Insall No. 1, which shows the neutron porosgity in the rightA
© ~ i track and the gamma ray on the left track of the log.
20 Q Okay, X'll call your atteniion to the words
2 that appear on Exhibit One, 3 percent porosity cutoff.
2 Would you explain the meaning of that language, please?
J 2 A This is a porosity value corresponding to
" ’ 2 a 3 percent, as indicated on the scale at the bottom of the
* -,  log, which we believe represents adequately the pay cutoff,
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That means anything greater than 3 percent

2 we'll consider to be pay in this area; anything less than
3 that we'll consider to be nonproductive,
" 4 0 And T also call your attention to the wording
5 that states 20 feet of pay. Would you cxplain the meaning,
6 please? |
7 A Thﬂg ié the total footage in the Bough "C”"
8 horizon, lying from 9755 to approximately 9795, which ex~
° ceeds or --— oy meets this 3 percent porosity cutoff. That
gégg "1 means there's 20 feet of rock there which appears to have
ﬁgggg A 3 percent or greater porosity. |
" ‘gggé 12 0 Al) right, and Mr. Pearcy, I call your atten-
Eégg "3 tion to what appears to be a depiction of a gamma ray log.
- 555 14 Would you explain lts significance, please?
15

A The gamma ray indicates, since it's over on

i 16
‘ the left side of this track, that this zone, which is lime-

17

stone, is apparently clean. It is not a shale at this

18 : ,
horizon and it is =~ in conjunction with the neutron porosity
: 19 ‘
P indicates we have some kind of a resexvoir here which way
20

be productive.

21
MR. SIMMONS: Mr. Examiner, at this point in

22
time I would submit Exhibit One into evidence.

23 : :
. - MR. STAMETS: Exhibit One will be adinitted.
24

MR, SIMMONS: Thank you, s8ir.

i . : Q (Mr. Simmons continuing.} Mx. Pearcy, I now
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) ' call your attention to what has been marked as Bxhibit Three
2 and ask if this exhibit was prepaved under vour supervision
3 and control?
‘ A Yes, it was.
5 0. Would vou explain, picase, what this exhibit
6 represantg? |
! A This ig a structure map on the top of the
8 Bough "C" horizon in a portion of the Vada-?enn Pool, and
S 1t indicates the wells in Section 12 and the surrounding
gg 25 10 “saections with the subsea horizon for the Bough "C" zone.
:f—z;‘; " Hotice that the Ward Insall Ne, 1 ie indicated
e g &3 12
‘ "’g § 55 with a subsea 5521, which corresponds tov the value indicated
;égi "1 on Exhibit Number One.
a‘,ggg " 0 Okay, Mr. Pearcy, I call your attention to
15 the fact that you show depths, if I may use that language,
'8 of -5400 at the top of the diagram and as we progress to
'17~ the southeast, you show numbers -5500 and ~5600. UWhat is
® the significance of the -- the changes in depth, as you
9 progress in a southeasterly direction?
2 A This shows as we head in a southeasterly
" direction across Section 12 that the Bough “C" horizon gets
z deeper to the rate of about 80 feet per mile,
‘,,/\ _23 it alsq indicates that the VWard Insall No. 1
“ is the highest well in the Section 12.
® MR, SIMMONS: Mr. Examiner, at this time I
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would submit Exhibit Three into evidence,

2 MR, STAMRETS:  BExhibit Three will be admitted.
3 0 My, Pearcy, T now call your attention to

4 what has been marked as Exhibit Mumber Four and ask {f this

I 5 was prepared under your supervision and control?
8 A Yes, 1t was.
7 Q. And wonld vou state to the rxaminer, please,

8 what it represents?

2 A This .is a net pay map indicating from the
g‘f§§ 10 logs in Section 12 and surrounding wells the feot of pay
gggg " that we see in each of these wells from the neutron logs,

A’EEEE 12 or when a neutron log isn't available, from the sonic log.
Sggi 13 You can see that, again, it shows 20 feet
ggga Wl of pay for the Ward Insall No. 1.

18 0 Mr, i’earcy, what does the area colored in

16 blue represent?

v 2. The area colored in blue in the center of

18 Section 12 shows the thickest part of the net pay develop~ l

19 ment in the Bough "C" horizon up to 30 feet, or possibly

20 greater.

21 Q Based upon your examination of the data that

2 allowed you to px:epare this exhibit, is there any indication

J 23 of any falrway trend, or anything like that?
4 ,271 A Yes, there is. Tl;e_re's an }apparent fairway

2 of “the better porosity development which goes generally in
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™ 1 X .
an aast;/w«:st divecotion across Scction 12.
2 And to the north of 8Scection 12 and also teo
3 L) . 3
the south, our porosity development is restricted. It's
4 ’ :
less than 10 feet.
5 o Okay.
6 MR, SIMMONS: Mr. Bxaminer, I submit Exhibit
7 Four into evidence,
8 MR, STAMETS: Exhibit Four will be admitted.
9 MR. SIMMONS: fThank you, sir,
o 10
QEE;‘ ¢ Mr. Pearcy, I now call your attention to what
o9 Oy~
oy s 11 . .
zE:% has been marked as Exhibit Five and ask you if this exhibit
- O ; Y]
- SR 12
- XE 3; ' was prepared undey your supervision and control?
;%ﬂf' 13
Zgé"; A Yes, it was.
- -] :
L 12 -.
°3 0. Aand would you explain to the Examiner, please,
15
what this exhibit represents?
16
A This is a nlow-up of ‘Section 12 at a scale
17.
of one inch to 1000 feet. It indicates the four wells which
18
have been drilled in Section 12, each of which is allocated
19 K
to a lG60-acre proration unit as now indicated under the
20
laws of the State.
21
: Q Ckay, and is it your understanding that the
22 : '
‘ "present 1l60-acre spacing or proration unit is controlled by
, B |
. ,_.) the field rules as set out in the vVada-Pennsylvania Pool?
B 24 ‘
N That's ‘correct.
25 . , ,
Q . Okay. "Now, Mr. Pearcy, T call your attention
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to the location of the woll in the northwest: quarter of
Section 12, which 1s surrounded by two clrcles. Would you
explain the inner ciycle, please?

n, Yes,  he inner circle shows a radius of
564 faet, which reprenénts thae 23-~acre drainage area which
apparantly has -~ has been drained by the No. 1 Ward Insall
Well.\

0. hnd how did you determine the circunference
of that circle?

A, That was determined by using reservoir volu-
metrics. We took the appropriate porosity value, an oil
saturation value of 60 percent, used a recovery fraction of
50 percent, and then calculated out that the drained area
to date for the produc¢tion of the well is somewhere around
20 acres. *

Q. Okay. Mr. Pearcy, I <¢all your attention to
the outer circle which surrounds the location of the Ward
Insall Well MNo. 1 in the northwest quartexr, and the area
that is marked in red. Would you state what that represents,
rlease?

A The area marked in red shows here the addi-
tional area that we could expect to recover when we put thé
Ward Insall No. 1 back on production.

Q And I call your attention to the fact that

ail that area appears to lay within the northwest northwest
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quarter of Section 12, 1a that correct?

8 That's correct.
0. Ard this fs drawn to scale, 33 that correct?
h That's correct.
n pased upon the studies you'vekmade in order

to determine the circumference of drainage around the Ward
Ingall Mo. 1, located in the northwest northwest of Section

12, do you have an opinion as to what area that well is

draining?
A Yes, I do.
0. and, sir, what is your opinion?
A My opinjon is that the Ward Insall Ho. 1 has

not effectively drained anywhere near the 160 acres that iéA
assigned to it, but instééd it has drained an acre of -~
an area of only around 20 acres.

0 And, sir, based upon your studies of this
area, what do you feel the maximum area of drainage will be
for the Ward Insall No. 1, located in the northwest quarter
northwest'quarter of Section 12?

B Using the outer circle we estimate that the
Ward Insall No. 1 will be able to drain an area of approxi-
mately 26 acres.

Q Okay. Now, Mr. Pearcy, I call your attention
and the attention of the Examiner a similar circle that sur-

rounds the wellbore, or well, that's indicated by the number
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two, which is in the northecast gquarter of the northwest
quarter, would you state what that is, plcase? |

A Yes. Thids cirele with the same radius again
represents the arca that has been dralned by the Ward Insall
No. 2. This weii has recovered the same cumulative nil,
43,000 barrels of oil to date.

0. And, sir, L call your attention to the circle
whicl: - which according to tha exﬁibit has a radius of
1,053 feet, and has the number 12 located within it. Would
you prlain the significance of that circle, please?

A Yes. This is the drained area E& the Insall

Com No. 2 VWell, located in the southeast cornexr of Section

-12, which we have calculated has drained an 80-acre area,

represented, then, by this radius of 1,053 feet.

0. Okay. 2And, sir, I call your attention to
the well that is numbered numeral 1 in the southwestkquarter ‘
of the southwest guarter of Section 12, that-appears to have
a radius of 2,800 feet. Would you explain that radius and
circle, please?

A Yes, This.wellyappears to havé drained an
area of somewhere around 200 acres, and we have represented
+hat, then, by showing this segment of a circle there in
Section 12 with a 2800 feet radius to représant £hat 200
acre drained area for the well.

0 Okay.
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o 1 - o
MR. SIMMONS: Mr. Examiner, at this time I
2 would submit Exhibit Five into evidence.
3 . .
MR, BTAMETS: (s Mr. Pearcy golng to he dis-
4
cussing some other exhibits?
5
MR, STMMONS: Yes, sir, he will.
] _
MR, STANFYTS: Okay, let's just wailt and we'll
7
take care of all of them at the same time.
8 MR, SOMMONS: 211 right,
9 £ s
) (Mr. Simmons continuing.) Okay, Mr. Pearcy,
& 10 .
eEz: I call vour attention +o wvha+t hae heon marked a5 Dailbitc
88:5 .
zZ g.g Six, and ask if thils exhibit was prepared under your super--
OZSe
-3 o= 12 '
’;“Egg visjon and control?
Bias 13
:§§; A, Yes, it was.
2k 14
w83 0. And would you explain, please, what this
15 ‘
exhibit represents?
16 , ,
A This exhibit shows the cumulative oil pro-
" -
duction in thousands of barxrrels from the wells in Section
18 v ] - . § .
12 and immediately surrounding it, and all of this production
19 L
has been from the Bough "C" horizon.
20
0. - Okay. What does the area that's colored in
21
green represent?
22 ‘ ,
A The area colored in green represents the
23 :
wells which have produced in excess of 200,000 barrels.
24 ; :
There are two wells in Section 12 which have recovered more
25 .
- than 200,000 barrels, as you see on that.

e o e e s I RIS O R Sl N . z
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Q. And do those = iz the location of those
wells south of the northwest guarter northwest quarter of
Section 12?7

A. Yes, Loth of them are.

") And I call your attention to the area colored
in red, appearing just norxth of the nortﬁ line of Section 12.
Would you tell us vhai that represents, please?

A Yes. This area colored in red indicates a
band of wells which did not find e;ough Bough "C" to be
put on production.

| There are tw»o weils which we show in there
which have essentially no porosity development, inadequate
to make a completion, so there's been no Bough “C" completionJ
in those red zonecs.

0. Now, Mr. Pearcy, based upon the production
of the -~ the well production volumes of’the wells, as shown
on Exhibit Six, do you have again an opinion as to the area

being drained by the Ward Insall No. 1, located in the

A Yes, I do.
¢ And what is your opinion?
A My opinion is that the well in the northwest

quarter of Sectlon 12 has been substandard. It has not
drained anything as much oil as the other two wells in --

in Section 12, and that it's at the edge of this fairway,‘as;

ER
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— : .
we sce from the net pay amount, and its drained areca cannnt [
2 .
e expected to bLe as large as the other two wells in Section
31 12,
4 .
0. Let me, for my clarification, is it your
5 . 1
testimony that the Ward iInsall W21l No. 1 has not, in fact,
8 even drained 80 acres?
7
A That's correct.
8 .
-0 Okay, and would you restate again what the
9
calculations indicate the net acre drainage to he?
o 10
gg *3 i The drained area that we calculate for the
e X- 3 - )
- R 11 )
ZEQ% : Ward Insall No. 1 is around 20 acres, 20 to 23 acres.
~EeEEE g )
“ “"’E‘E 55 MR, SIMMONS: Okay. NMr. Examinexr, Mr. Pearxcy
' Siag, ‘
< 13
;Qﬁ: has no further testimony at this time. I would submit Ex-
:‘*a
< xS 14
»é3 hibits Pive and Six into evidence.
15
: MR, STAMETS: Exhilbits Five and Six will be
16
, admitted.
17 -
MR, SIMMONS: And may Mr, Pearcy be excused?
18 ,
O MR. STAMETS: Just one question, Mr. Pearcy.
19 ‘
20
CROES EXAMINATICON
21 ,
BY MR. STAMETS:
22
0 You indicated that the Wa¥xd Insall Well No. 1
23 - '
L has recovered about 43,000 barrels?
24 - ) S
A Of oil, that's correct, sir.
26 : : . :
: e - And How much more do you expect to be recovere‘q‘?
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A ve're expecting approximately 7200 more barx-
rels of il could be reco&érad from the well,

0. And is this additional recovery based on re-
viged cconomics due to the higher priced oil?

A ot naevessarily. It's beccause we ~- the last

test that we had on the well indicated it may be able of

producing ten barrels of oil per day and as Mr. Jacoby will
testify latex on, we've used o decline factor, which we
believe appropriate for the well, to come up with these 7200
barrels of additional recovery.

MR, STAMETS: Any othe:r questions of the
witness?

MR, SIMMOMS: I've thought of one other, if
I may, Mr. Examiner,

IR, S8TAMETS: Yes.

REDIRECT EXAMINATION
BY MR, SIMMONS:

o) | Mc. Pearcy, based upon your study of the pro-
duction of the wells in the area, I now call your attention
to the area that is represénted by the south half of the
northwest quafter. Based upon your calculations, how many
barrels of hydrocarbcns should be in place under that area?

A Ve belieQé that there may still be around

80,000 barrels of oil that could possibly be recovered from
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this area, although we bLalieve that thie cstimate would be
optimistic, but because of the axcellent drainage of the
two wells in the south half of Section 12, that there's a
good chance that another well drilled in the northwest
quarter of Section l2kwould cone up as a substandard oil

wvell or as a dry hele.

MR, SIMMONS: My. Branilner, may Mr. Pearcy
be excused?

MR, STAMETS: This witness may be excused,
and I think it's an appropriate time for about a fifteen
minute recess.

{Thereuvon a recess wvase

takean.)

MR, STAMETS: The hearing will please come
to ordsr.

Mr. Simmons, you may continue.

MR, SIMMONG: Okay, this is-a continuation
of Case 6527. Mr. Examiner, I call -- now call as a witness

Mx. Mark Jacoby.

MARK JACOBY
being called as a witness and having been duly sworn upon

his ocath, testified.as follows, to-wit:

=
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nYeLree pXAMINATION
BY MR, STMMONE:
0, Mr. Jecoby, would yon state your complete

name, plcase?

n, Marly 7llen Jacoby. -

0. nrd, siyr, vhere do vou reside?

A I livc\i; San Antonio, 'exas.

Q mnd, sir, what is your.profession?

hy I'm a production engineer for Tenneco 0il
Conmpany . i

0 And, Mr. Jacoby, are you familiar with the

application before thc Commission?

A Yes, I an,
0 2nd have you ~--- how long have you heen asso-

ciated with Tenneco 0il Company?

Y Since August of 1978, about nine months.
o 2nd during that period of association what

duties have you had with “enneco 01l Company?

A Y be¢gan Lo vork for Tenneco as a drilling
engincer and now work as a production engineesr.
0. And vhat gecographic area are you responsible

for as a production engineer?’

A, I take care of the south portion of southeast

New Mexico.
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0 Okay, and is the area now being -~ now before

the Commission an area that's within your jurisdiction?

A, Yes, it is,

Q Would you tell us, please, what degrees you
hold?

A I have a Bachelor of Scié;ce in industrial
engineering, Texas Tech, in May of -- or December of 1973;

Master of Science in industrial engineering from %exas Tech

in May of 1975,

0. And right after -- have you ever worked for

any other oil ccmpany besides Tenneco?

M Yes, I have.
0. Ané what company was that?
A Immediately upon graduation from Tech I began

to work with Amoco Production Company in Andrews, Texas.

Q And what were your duties in Andrews, Texas,
with Amoco?

A I worked there three years, and the first
eighteen months I worked as a vroduction engineer, taking
care of primary recovery operations projects and part of the
time taking care of secondary recovery projects, and ghen
the followiﬂg eighteen months I worked as a supervisor on
drilling and workover operations,

Q okay, now, Mr. Jacoby, I don't'inow if 1

asked you before, I'll ask .it again real fast, during your

t
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association with Tenneco, how long have you worked t_he area
now before the Commission?

A About five months.

Q Have you ever testified before the 0il Con-
gservation Division before?

A No, I have not.

0. And would you state, please, the organizationsg

that you now belong to?

A I belong to the Soclety ¢f Petrolaum Engineers

with AIME.

MR. SIMMONS: Mr. Exanminer, I submit Mr.
Jacoby as an expert witness.

MR. STAMETS: The witness is considered

gqualified.

0 (Mr. Simmons continuing.)‘ M. Jacoby, I now

call your attention to what has been marked:as Exhibit Two

and ask AL Uils TRLILLU wWas plspaioa yw..;uau w your in
structions and under your control and sup_e}rv‘ision?

A Yes, it was.

0. And wculd you explain, pléase, what this
exhibit represents?

A Yes, Exhibit Number Two is a wellbore diagram

of the Ward Insall No. 1. It shows here the casing program

where we set 13-3/8ths inch surface casihg',‘ 8-5/8ths inter-

mediate casing, and 5-1/2 inch production casing.

B E.va;g.;ﬁ -
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VYou;li’note‘ﬁﬂéféhthhéwghé ﬁbﬁéﬁ ;é;.héffor~
ations are pointed out and primgrily, I'd like to point out
that the 5-1/2 inch production casing is clean and in good
condition.

0 - Okay. Mr. Jacoby, T now call your attention
to what has been marked as Exhibit Seven and ask if this B

exhibit was prepared under your control and supexvision.

A Yes, it was.
0. And would you say, please, what it represents?
A This exhibit is a diagram showing the pro-

duction history of the Ward Insall No. 1. You'll note that
wa have sketched or have ccolors of the cil performan

gas performance, and the water, and also the hatched line

indicates the GOR,

I might add there that the o0il is indicated

with red; the gas in green, and the water*ih blue. And the

]

>~

the watexr is on the righthandhéide.

0 Okay, Mr. Jacoby, I call YQur'attention to
the fact that when -~ that the-line colqgéd in red repre-
senting oil, and the line colored in blué; representing
water, seems to have a consistent, and ifﬂyou will, parallel
pattern. »‘ A | |

Would you explain, pleasé}iwhatAthe signifi~

cance ofsphat parallel pattern is?
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AV Yes, I will. There is a définite correlation
between the oll producticn and the water production, and
that means that the reservoir is producing or has produced
fluids that arxe in place. In other words, if this curve in
the water ~- if the water production was increasing, we
would know that there's migration of flui@g and we had a --—

had an active water drive reservoir..

But in this case we do not because of the

" 0i1 and water depleting at the same rate and producing with

correlative curves.
o Okay, Mr. Jacoby, I call your attention to
the Aﬁmber of 28 ﬁ@rcent; Would you cxplain what that
means, please? |

A 28 percent is the decline rate that I've de-

termined from the oil curve. That means that's the rate

per annum that the oil production has declined over the

nascory OX Lho woll.
0. Okay, and based upon that 28 percent decline,
have you determined what the life of the:Ward Insall No. 1
Well will be?

A Yes, I have. IXI've determined from the last
production test that we have on fhe we11~when it was active
that we could put it back on for an appgéximate'rate of 10
barrels of oil per day, or 300 barrels of oil per month,

and declining at a;gate*offzsfpercent itfwbuid’produce for
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R 1 three and a half years, at which time it would reach 3 bar-
2| rels of oil per day, which is the economic limit.
]
I 3 0 Okay. DMNow, Mr. Jacoby, a moment ago you

4 mentioned the presence of the gas/oil ratio line appearing

F . 5 on the chart, colored in -~ well, it's the dashed line, is
6 that correct?
7 A Yes, that's right.‘
8 0 Would you explain the significance of the

9 movenent of the gas/oil ratio line from low left to up

g g §§ 10 right?
: % g;é L3 A Yes. The GOR line indicates by increasing
”}ég%? 12| to the right that gas over thc time of production is breakiig]
b < ,
!- ;g:‘g; 13 out of solution, and at the present time the reservoir is
¥ as _
| 3% gg 14 in latter stages of depletion.
15 Also, that indicates, along with the corre-
"’f lation of the water and oil curves, that we were producing
17§ f£luids in place.
18 Q Okay. Mr. Jacoby, I now call yocur attention
19 to what has been marked as Exhibit Eight, and ask if this
20 e#hibit has been prepared pursuant to your control, super-
21 yizion, and instruction?
o2 A Yes, it has.
. 23 Q And would you explain, please, what this ex-
) " o .

hibit represents?

% A Yes., We have shown the economics of two
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cases. One case, returning the No. 1 Well to production;
another case, if a new well was drilled in this areca.

Our drilling engineers in the southwestern
division at San Antonio determined that at present day prices
it would cost $661,000 to drill a new well in this area, and
this assumes the same casing program that I showed you on
the p?evious exhibit, and this also includes’ the cost of
completion and artificial lift.

Now, the other numbers that I have shown here,

Mr. Pearcy discussed there the reserves we estimated that

will be recovered by drilling a new well, which was deter-

mined from the performance of the Insall Federal Com No. 2,

‘and then, also, the 7000 barrels of resorves which we would

recover by returning the Ho. 1 to production, that we deter-~ .
mined from the de¢line curve, the performahce curve I just
éiscussed. |
URay, we made use, or we xﬁéke use, and we

did in this case, also, of a computer in:ﬁétermining our:
economics. And in explanation of the numbérskand'indeceS‘
we havekshown here, we found that drilliﬁg a newv well would
result in an ultimate profit of $8900.

o That's what it costs? |

A At the $661,000 initial investment.

Okay, returning the No. 1 Well to production

‘would result in an ultimate profit of $6000 at the cost of
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percent profit. This particular number is an index, an
indicator that we use to determine the accevtability of an
economic proiect, and economic accaniahilitis of & project,
and the higher the number the more acceptable the project
would be, and this is based upon the ultimate profit versus
the initial investment.

The next term there is succéss probability,
and this is determined from our experience on other wells
that have been drilled in the area. The 60 pefcent we used
as a success probability to drill a new well. It would bé
more risky, we feel 1like, to drill a new well because of
many potential problems you can have. As you know, yocu have
a lot of things that could occur in drilling a new well
here.

Okay, it would be -- we would have a greater
chance of success of re-entering the No. 1 Wéll and putting
it on productibn and recovering the remaining reserves in
that reservoir. |

The last term there is the payout. This term
indicates the amount of time it would take to pay out the
initial investment for the project.

0 Okay, Mr. Jacoby, I call your'attention back’

to the column marked a percent of profit, and first I ask
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you, has it been represented to you that a party wishes to

drill a new well in the south half of the northwest quarter?

A Yes, it has,

0. “And is that the reason you came up with the
economics velating to the cost of drilling a new well?

A Yes, it is,

0 Okay. And then has it been reprecsented to

you by Tenneco management, that management desires to not
participate in the drilling of z new well in the south half
of the northwest guartexr, and they would rather recomplete

the Insall Ward No. 1 Well, located in the northwest quarter

northwast quarter?
A That's correct.
0 Or the nos-th half northwest quafter. Would

you -—- the numbers you show as percent of profit, you show
a 1.6 percent of profit relating to the’'drilling of a new
well. You shcw a 39, code number 39 relafing to the return
of No. 1 Well to production.
Now would you go into moxe detail very briefly

and tell me what is really the signiflicance of those numbers?

‘A Yes. This is a primary indéx that we use to
determine the economic acceptability of a project. 1In this

caae} returning the No. 1 Well to production would be appro-

ximately 37 times better than drilling a new well, because

we did come up with the 39 as a percent ﬁrofit, as X stated
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. :
awhile ago; that is from the uvltimate profit versus the
2
initial investment that we would ~3ke.
3
MR. SIMMONS: Okay. Mr., Examinex, at this
4 .
time I would offer Exhibit Number Two, Exhibit Mumber Seven,
) . P
and Exhibit Number Eight into evidence.
6
MR. STAMETS: These exhibits will be admitte-l.
, .
MR. SIMMONS: Okay, Mr. Examiner, do you have
8
m any other questionsg, or any questions of Mr. Jacoby?
9 .
MR. STAMETS: Are there any questions of the
«s 10
ggz'é witness? He may be excused.
8WE§ 1
Ze °f
~~ OZ3¢ 12
3=
B . é it GREGORY E. SIMMONS
; e LT |
;5%5; » being called a= 1 witness and having been duly sworn upon
IE:d 14
»es his oath, testified as follows, to-wit:
15
16
DIRECT EXAMINATION
17
DL liive CG}:’F 151005
18
0 Mr. Simmons, would you please state for the
1a
record your name?
20
A Yes., My name is Gregory Ernest Simmons.
21 ’
Qo And where do you reside?
22
A San Antonio, Texas.
23 ‘
s , Q And what is your occupation?
) 24 , y
A I'm an attorney at law with Tenneco 0il Com-
25 ; ‘
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) ! j 0 And have you famillarized yoursnls with this
2 application? | }
3 A. Yes, sir, 1 sure have.
4 0 And are you familiar with the property, the
5 land involved in the northwest quarter of Section 12, which

N

6 is the subject of this particular application?
7 A Yes, sir, I have.
8 Q Have you previously testified before the 0il

o Conscrvation Division as respects matters legal and land?

gﬁgé 10 A No, sir, I have not.
§§§§ " Q Would you give the Examiner a brief resume
ﬁ:";}égz 12 of your e_ducational background first? | | T
gégi :13 A. Okay. I obtained a juris doctor's deagree from I
5B . .
gﬁgs " Oklahoma City University School of Law in Okl_ahome City.
® Oklahoma. During my last -- do you want the employment?
16 o Yes, please.
-1 » Durd ner wmer VT mad seans Af Tmer oabiosd Yoo o
8 law clerk in the United States District Court for the western
1 district of Oklahoma, |
» Subsequent to that, I associated with the
2 firm of George Canaan and Robert Lindsey, which is probably
2 the second oil and gas law firm in Oklahoma. Their main
.,.:3 % activity was Commission work for the 0il and Gas Commission
# of Okiahoma.
% Subsequent to that, I entered into private

1
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practice and then scik
awnile, and then associated with Tenneco 0il Company in

Oklahoma City, as a second attorney.

In August of 1978 I was transferred to San

Antonio as a Division Attorney.
MR, COFFIELD: Mr, Examiner, are Mr, Simmons
qualifications acceptable?
MR, STAMETS: The witness 1s considered
qualified. |
0. (Mr. Coffield continuing.) Mr. Simmons, have

you satisfied yourself with respect to the ownexrship of the

leagehold estate in the south halt of the northwest quarter

of Section 127

A Yes, sir, I have.
0. Who is the owner of that particular tract?
A Sir, the owner of the 1easehdld owner ~- the

Comemer of Lhe wWoikiuy interest or ieasehold rights in the

e ~ .

north half of the northwest quarter of Section 12 is Tenneco
0il Company. r

The owner of the south half of the northwest
quarter of Section 12 is an individual bj the name of W. C.

Osborne.

Q Mr. Simmons, have you had conversations and
contact with Mr, Osborne?.

A Yes, sir, I have.

LLiCT AlLtornay foxr

[ [ T T EEETTIII————
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Q. Would you please aexplain to the Examiner &ha-
gist of your contact with Mr. Osborne?

A Yes, sir. On Monday of this week I called
M. storne to adviee him of the hearing to be had this date
at this timé before this Commigsion.

We felt that>nr. Osborne should be here. Hé
advised me at that time that he hand not monitored the
papers in Santa Fe or in Lea County, and that he was not
aware of the ﬁearing.'

I explained to Mr. Osborxne basically what
our economics were relating to the applicidtion and stated
to Mr. Osborne that we felt that for Tenneco to particiﬁate
in the drilling of a well in the -- a new well anywhere in
the northwest quarter of Section 12 woul& result in economic
waste because the return is just not there.

I explained to Mr. Osborne the state of art
éhat we'used in ordér to deterﬁine and baéically what |
management decision was basad upon.

I also explained to Mr. Osborne what our in-
tentions were, and that is to rework thé Ward Insall No. 1
Well, located in the northwest quarter northwest quarter of
Section 12, or in the north half of Section 12, and that
our intent was to ask the Oil Conservation Division of
New Mexico to grant an exception to the Spgcing in order that

Wé‘may go in and rework the Ward Insall Well No. 1 and in
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order that he could go ahead and if he really believes in
his well to be drilied in the south half of the northwest
quarter, then he could do so without any participation by
Tenneco, |

We felt that since the spacing covering of
the northwest quarter of Section 12 at present is 160 acres,

that if the spacing was not changed, that we would either

~be in ﬁhe position of a nonconsenting party or subiject to

being force pooled and have to bear risk up to 200 percent
of our proﬁortional share of the cost of drilling the well.

Again, Mr. OSporne and I»discussed the aiter-
natives available, and after much discussion, he wrote a
letter ta Mr. Dan Nutter, which I delivered to Mr. NHutter
this morning, dated April 23rd, 1979, of'ﬁhich I would like #
to read, if I may.

It says, Dear Mr. Nutter, I'm the lessee of

record of the south half of the northwest quarter of Section ||

12, Township 9 South, Range 34 East, in Lga County, New
Mexico. N

I believe that 80-acre gpacing in this field
at this time 1is more equitable, prevents}vﬁste, and protects
the'correlative-rights of the royalty owners of the respec-
tive tracts. Therefore, as lessee of the south half of the

1]

northwaest quarter of Section 12, Township 9 South, Range 34

East, I joiln Tenneco Oil Company in their_application fo:
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an exception to the spacing ruies of the Vada-Pennsylvanian

Fileld.

Your consileration we 'ld be appreciated.
Your truly, W, C. Osborne.

We would ask that the -- further in my dis-
cusslon with Mr., Osborne, we go£ into a discussion about
how cconomic waste would be prevented and how the correla-~
tive rights ofvthé diverse royalty owners under the respec-
tive tracts would be protected. Mr. Osbérne‘assured me that
he was most sincere in drilling his well in the south half
of the northwest quarter.'

In response to that I told Mr. Osborne that
if he's going to drill a well in the southwest of the ncrth-
west quarter, and based upon’our déterminétions that there
are 80,000 barrels of hydrocarbon that may'be recoverable
from that area, that certainly his royalty owners would
cexrtalnly benefit by receiving 100 percent of the 1/8th
royalty attributable to that production.“

I also pointed out to Mr. Osborne that based
upon our studies, that it was very apparent, and as certain
as engineering data can be, that the Ward Insall Well No. 1,
located in the north half of the northwest quarter, was not
draining 80 acres, and that under the present spacing, the

royaity owners of the south half of the north haif should

not participate in any production from the Ward Imnsall Well
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No. 1.

In turn, the royalty owners of the Ward Insalll
Nc. 1 really should not participate in any production from
a well to be drilled in the south half of the north half
c¢f Section 12,

Mr. Osborne, I assume seeing the reasoning
involved, and based upon the data that would be presented
to the Commission, then joined us in our application.

) Mr. S8immons, is it then your unqualified

opinion that the approval of Tenneco's application in tﬁis

case would be in the interest of conservation, the protection

; of correlative rights, and the prevention of waste?

A Yeg, sir, it is.
Q Mr. Simmons, do you have any further state-~
ment that you'd like to make to the Commission?
A No, sir, I do not.
- MR. STAMETS: Any questions of the witness?
He may be excused.
MR. SIMMONS: Thank you, sir.
MR. STAMETS: Do youvhave anything further
in this case?

The case will be taken under advisement.

(Hearing concluded.)
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REPORTER'S CERTIVFICATE

I, SALLY WALTON BOYD, a Court Reporter, DO HEREBY
CERTIFY that the foregoing and attached Transcript of
Hearing before -the 011 Conservation Pbivision was reported
by me; that sald transcript 1s a [ull, true, and\ correct
record of the hearing, prepared by me to the bes\t of my
ability, knowledge, and skill, from my notes taken at the

time of the hearing.

Sally W. Boyd, C.S.R.

['do hetabs e iv that the foregoing is
a cormriec r:ori of the proceedings in
the Examiner iearing of Case iNo, )
heard by me on 19 .

s Examiner

Oll Conservation Division
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_ l .
! MR, STAMETS: We will call next Case 6527.
2 MR, PADILLA: Case 6527, Application of
3 Tenneco Oil Company for two nonstandard oil proration units,
4 Lea County, New Mexico.
5 MR, STAMETS: Call for appearances in this
6 case,
7 MR. COFFIELD: I'm Conrad Coffield with the
8 Hinkle Law Firm in Midland, Texas, appearing on behalf of
9 the applicant, Tenneco Oil Company, and I would like to Mr.
g§§; 10 Greg Simmons, Division Attorney, for Tenneco from San
98t
:EE% H Antonio, who will present this case.
N 2 3 ;%i 12
z; gt MR. SIMMONS: Mi. Examiner, we have threae
[+]
E3a: 13
2155 witnesses to be sworn here.
fre -
&4 14 '
»éE3 MR, STAMETS: Okay, are there any other ap-
15 . .
‘pearances in this case?
16 . : .
I'd like to have all three witnesses stand
17 . .
and be sworn at this time, please.
18 N .
(Witnesses sworn.)
19 . . .
MR., SIMMONS: Mr. Examiner, if I may, we have
20 .  q .- .. . T
. prepared a booklet, if you will, containing eight exhibits,
‘ 21
and due to the nature of our application and the way the
22 C ,
evidence will be presented, I would like to make an opening
23 ,. ‘
statement, if you will. I feel like it will better allow
\,‘-/
24 -
the Commission to understand what we'lre trying to say, and-
26 | )
allow for a more clear hearing. :
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! MR. STAMETS: Please go ahead.

2 : MR, SIMMONS: First, by reference in this

3 opening statement I'd like to call the Commission's attentioJ
4 to what has been marked as Exhibit Three, just for your

5 reference so you can see basically what I'm talking about.

6 . This application was filed on our beha}f by

7 Mr. Coffield, a New Mexico attorney, and in;tially the ap-

8

plication applied for an exception to the Vada-Pennsyivanian

9 Pool rules, which is now spaced at 160 acres.
gﬁ §g 10 The area that this application involves is
od it
Lled 1" . . . .
a’#As the northwest quarter of Section 12, Township 9 South,
335
STNE ] o= 12
::‘; gk Range 34 East . TLea County, New Mexicg, -
% Z A% . ,
8 1% ™ By letter dated April 19th, 1979, written by
_li:ﬁl‘
2 E3d 14
nwég Mr. Coffield on behalf of Tenneco 0Oil Company, Tenneco
15 ' . .
asked that the application now before thei Commission be
16 | ) ' .
amended and that only its application for an exception to
17 .
the field rule spacing be considered as to the north half
18 ‘s . . .
of the northwest quarter. Initially the application applied
19
to the north half of the northwest quarter and the north
20 : )
, half of the northeast guarter of Section 12.
21 ,
h So with the Commission's approval we would
22 ;
like for the application to only be for the north half of
_ 23
,;} the northeast quarter.
' 24 r B :
. MR. STAMETS: We will dismiss that part of ‘ ’
A 25 ' B

the application dealing with thé north half northeast quarter




of Séection 12,

l : -
A _ MR. SIMMONS: Yes, sir, thank you.
Now, Mr. Examiner, I call your attention to

the Exhibit Three, and it's a basic plat of Exhibit 12, and

P | . , -
5 .
1f you would look at the northwest quarter of Section 12, l

6 , ) .
I will call to your attention that the royalty ownerchip
, .
as to the north half of the northwest gquarter and the north
8
. ) half -- and the south half of the northwest quarter is
9 _
diverse.. It is not the same.
Qs 10
>.‘g I3 In addition, I call your attention to the
Os .t
[~ W g 11
gggg fact that the working interest ownership, or leasehold rights
T e 32‘ 12
-FEL: ’ ac tc the north half of the northwest guarter and the south
[ - Q Az
".‘ Pgm;" .13
;&éi half of the northwest quarter, are diverse.
<k 2 14 : :
1 hé3 I also call your attenticn to the letter that
15
was handed to you along with our booklet of 'exhibits, ad-
16 v
dressed to Mr. Dan Nutter, 0il and Gas Conservation Division,
17
New ngiqo 0Oil Conservation Commission, date April 23rd,
18] = . 4
1979, in reference to this case, wherein the lessee of re-
19
cord of the south half of the northwest guarter, a Mr, W. C.
20 ' - ) :
, Osborne, joins Tenneco in its application for an exception
21 '
to the l60-acre spacing now controlling the Vada—PennsylvaniaA
22
Pool.
23 A .
W Mr. Examiner, at this time I would like to
24 :
call Dave Pearcy as a witness. - !
. 2 ' 2
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his oath,

BY MR. SIMMONS:

0.
A.
0
A,
G

A,

And, 8ir, what is your profession?

DAVID B. PEARCY

being called as a witness and having been duly sworn upon

testified as follows, to-wit:

DIRECT EXAMINATION

Sir, would you state your name?
My name is David B. Pearcy.
And where do you reside?

In San Antonio, Texas.

~
L4

I'm a Project Geological Engineer for Tenn-

Company.

0.

And how long have you been employed for

0il Company?

Al

Q.

Commission?

A

Q

Foxr six years.
Mr. Pearxcy, I ask you if you're familiar

with the area relating to the application now before the

Yes, I am.

And you're familiar with the properties in-

volved, is that correct?
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0il Con_servation Division?

A. No, I have not,

0. Okay. Mr, Pearcy, would you tell the Examiner
please, what degrees you now hold?

A I have a degree in geological engineering from
the Colorado School of Mines, 1966, ‘and»a Master Divinity

dégree from Baptist Seminary in Denver, 1969.

0. Mr . Pearcy, would you tell the Examiner, pleasg

what organizations and professional groups you belong to? 3

A I belong to the Society of Petroleum Engineeré
of AIME, the American Association of Petroleum Geologists,
and the Society of Professional Well Log Analysts.

0. Now, Mr. Pearcy, you are nowﬂ employed for
Penneco in its southwestern division office, yr‘located in
San Antonio, Texas, is that correct?

A, That's correct.

Q And since youv have been assigned to the
southwestern division what area, as a geblogical engineer
have you bheen responsible for?

A I've been looking after the Tenneco operated
prdperties in New Mexico and Texas.

0. ' Have you -- all right, and for how long have
you beén doing that?

. B I've been doing that for approximately eight

months.

I
vy




|
|
Page H
|
B ! MR, SIMMONS: Mr. Examiner, at this time I
2 would submit Dave Pearcy as an expert witness and ask that
3 he be -- |
B : 4 MR. STAMETS: The witness is considered”
5 gqualified.
6 MR. SIMMONS: If I may, Mr. Examiner, we
7 have already stamped and numbered all of our exhibits. The
8 exhibits wili be presented out o_f order, but I will refer
9 to the number as indicated on the exhibit.
gggé 10 0 (Mr. Simmons continuing.) Mr. Pearcy, I'll
:ggg " ﬁow call your attention to wha£ has been marked as Exhibit
~2ze o . o
3%55 One, and ask if this exhibit was prepared under your super-
Bhag 13
Z}gﬁ; vision and control?
o E e
%ggﬁ " A Yes, it was,
8 0 Would you state briefly, please, what this
16 exhibit represents to the Examinex?
" A. This is a neutron porosity log for the Ward
18 Insall No. 1, which shows the neutron porosity in the right
19 track and the gamma ray on the left track of the log.
2 0 Okay, I'll call youxr attention to the words
2 that appear on Exhibit One, 3 percent porosity cutoff.
2 Would you explain the meaning of that language, please?
»..':, 2 A This is a porosity value corresponding to
24 a 3 percent, as indicated on the scale at the bgtt’om of the  |
® log, which we believe represents adequately the pay cutbff.'
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That means anything greater than 3 percent
wé'll consider to be pay in this area; anything less than
that we'll consider to be nonproductive.

0 And I also call your attention ﬁé the wording
that states 20 feet of pay. Would you explain the meaning,
please?

Av ‘ This is the total footage in the Bough "C"
hori=zon, lying from 9755 to approximately 9795, which ex~-
ceeds or -- or meets this 3 percent porosity cutoff. That
means there's 20 feet of rock there which appezrs to have
3 percent or greater porosity.

& All right, and Mr. Pearcy, T call vour atten-—
tion to what appears to be a depiction of aygamma ray log.
Would you explain its significance, please?

A The gamma ray indicates, since it's over on
the left side of this track, that this zone, which is lime-
stone, is apparently clean. It is not a shale at this
horizon and it is =- in c¢onjunction :with .the heutron porosity
indicates we have some kind of a reservoir here which may |
be productive. |

MR. SIMMONS: Mr., Examiner, at this point in
time I would submit Exhibit One into evidence.

MR. STAMETS: Exhibit One will be admitted.

MR. SIMMO&S: ‘Thank yo;, sir.

0 (Mr. Simmons continuing.) Mr. Pearcy, I now




10

¢ ‘ Paﬂe

call your attention to what has been marked as Exhibit Three

2 and ask if this exhibit was prepared under your supervision
3 and control?
4 .
A Yes, 1t was.
0. Wculd you explain, please, what this exhibit
represents?
A This is a structure map on the top of the

Bough "C" horizon in a portion of the Vada-Penn Pool, and

it indicates the wells in Section 12 and the surrounding

e Ll s g ]
©o = -] ~ (2} o

- 10 . . .
g,ﬁ‘ggg sections with the subsea horizon for the Bough "C" zone.
YL
@y s 1 e e indd
z§:-§ Notice that the Ward Insall No. 1 is indicated
~~R g2z 12 . _ : -~ o
'maﬁﬁééz ) with a subgea 5521, which corresponds to the value indicated
- Y 3% A ’
;Eﬂg 13 . .
3&135 on Exhibit Number One.
Ik 2d 14
Né3 0. Okay, Mr. Pearcy, I call your attention to
16
the fact that you show cu:pths, if I may use that language,
16 .
of -5400 at the top of the.diagram and as we progress to
17 : ‘ \ »
phe southeast, you show numbers -~5500 and -5600. What is
18 .
the significance of the -- the changes in depth, as you
19
progress in a southeasterly direction?
20
A This shows as we head in a southeasterly
21 ;
direction across Section 12 that the Bough "“C" horizon gets
22 :
deeper to the rate of about 80 feet per mile.
, 23
! :} It also indicates that the Ward Insall No. 1
24 \ . : -
is the highest well in the Section 12,
25

MR. SIMMONS: Mr. Examiner, at this tiine T
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would submit Exhibit Three into evidencé.
MR. STAMETS: Exhibit Three will be admitted.
0. . Mr. Pearcy, I now call your attention to
what has been marked as Exhibit Number Four and ask if this
was‘prepared under your sﬁpervision and control?
A Yes, it was.
0. And would yoﬁstate to the Examiner, please,
what it represents?

‘ A This is a net pay map indicating from the
logs in Section 12 and surrounding wells the feet of pay
that we see in each of these wells from the neutron logs,
or when a neutron log isn't available, from the sonic log.

You can see that, again, it shows 20 feet

of pay for the Ward Insall No. 1.

0. Mr. Pearcy, whatldoes the area colored in
blue represent?

A, The area colored in blue in the center of
Sec£ioﬁ 12 shows the thickest part of the net pay develop-
ment in the Bough "C" horizon up to 30 feet,‘or possibly
greater. |

0 Based ﬁpon your examination of the data that
allowed you to prepare this exhibit, is there any indication
of any fairway trend, or anything like that?

A - Yes, there is. There's an apparent fairway

of the bétter porosiiy development whiich goes generall
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an east/west direction across Secﬁion 12.

And to the north of Section 12 and also‘to
the south, our porosity development is restricted. It's
less than 10 feet.

o Okay.

MR. SIMMONS: Mr. Examiner, I submi; Exhibit
Four into evidence.

MR. STAMETS: Exhibit Four will be admitted.

MR. SIMMONS: Thank you, Sir.

0. Mr. Pearcy, I now call your attention to what
has been marked as Exhibit Five and ask you if this exhibit

. .
-~ - P |
#aS prepared undey your supervieion and control

A Yes, it was.

0 And wouid you explain to the Examiner, please;
what this exhibit répresents?

A This is a blow-up of ‘Section 12 at a scale
of one inch to 1000 feet. It indicates the four wells which
have been drilled in Section 12, each of which is allocated
to a 160-acre proration unit as now indicated under the
laws of the State.

0 Okay, and is it your understanding that the
present l60-acre spacing ox proration unit is contrblled by
the field rules as set out in the Vada-Pennsylvania Pool?

A That's correct.

Q Okay. Now, Mr. Pearcy, I call your atténtion
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to the location of the well in the northwest quarter of

......

rcles.  Would you

Fie

Saction 12, which is sufrounded by two c
explain the inner circle, please?

A, Yes. The inner circle shows a radius of
564 feet, which represents the 23-acre drainage area which
apparently has -~ has been drained by the No. 1 Ward Insall
Well.

0. And how did you determine the circumference

of that circle?

A That was determined by using reservoir volu~

metrics. We took the appropriate porosity value, an oil

50 percent, and then calculated out that the drained area
-to date for the production of the well is somewhére around
20 acres.

0. Okay. Mr. Pearcy, I call your attention to

the outer circle which surrounds the location of the Ward

Insall Well No. 1 in the northwest quarter, and the area

that is marked in red. Would you state what that represents,

please?

A, The area marked in red shows here the addi-
tional area that we could expecg to recover when we put the
Ward Insall No. 1 back on production.

0 Agd I céll vour attention to the fact that

/

all that area appears to lay within the northwest northwest

tion value of 60 percent, used a recovery fraction of

s R e
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\ ! quarter of Section 12, is that correct?
2 A That's correct.
3 0. And this is drawn to scale, is that correct?
4 - D That's correct. ”
5 B 0. Based upon the studies you've made in order
6 to determine the circumference of drainage around the Ward
7 Insall No. 1, located in the northwest northwest of Section
8 12, do ybu have an opinion as to what area that well is
9 draining?
of . 10 A Yes, I do.
Eg gg H 0. And, sir, what is your opinion?

M\géi’i 12 A My opinicn is that the Ward Insall No. 1 has
-1 N | | | I
;gg; not effectively drained anywhere near the 160 acres that is .
%ﬁés 14 assigned to it, but instead it has drained an acre of --

15 an area of only around 20 acres.
16 0. And, sir, based upon your studies of this
" area, what do you feel the maximum area of drainage will be
18 for the Ward Insall No. 1, located in the northwest quarter
19 northwest guarter of Section 12?
20 A Using the outer circle we estimate that the
21 Ward Insall No. 1 will be able to drain an area of approxi-
22 mately 26 acres.

Ty | 23 | 0. Okay. Now, Mr. Pearcy, I call your attention
24 and the attention of the Examiner a similar circie that sur-
2 rounds the wellbore, or well, that's indicated by the number

%
;
)

[
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two, witich is in the northeast quarter of the northwest
quarter, would you state what that is, please?

A Yes. This circle with the same radius again
represents the area that has been drained ﬁy the Ward Insall
No. 2. This weii has’recovered the same cumulative oil, |
43,000 barrels of oil to date.

0. And, sir, I call your attention to the circle
which - which according to the exhibit has a radius of
1,053 feet, and has the number 12 located within it. Would
you explain the significance of that‘éircle, please?

A Yes. This is the drained area'by the Insall
Com No. 2 Well. 1Tocated in t+he sontheaast corner of Qectizsn
1z, Whicﬁ Qe nave calculated has drained an 80-acre area,
represented, then, by this radius of 1,053 feet,

0. Okay. And, sir, I call your attention to
the well that is numbered numeral 1 in the sduthwest quarter
of the southwest quarter of Section 12, that appears to have
a radius of 2,800 feet. Would you explain that radius and
circle, please?

A Yes. This well appears to have drained an
area of somewhere around 200 acres, and we have represented
that, then, by showing this segment of a circle there in
Section 12 with a 2800 feet rédius to represent that 200
acre drained area for the well.

0. Okay.
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MR, SIMMONG.
wouid submit Exhibit Five into evidence.
MR. STAMETS: 1Is Mr. Pearcy going to be dis-
cussing some other exhibits?
MR, SIMMCNS: Yes, sir, hé will.
MR. STAMETS: Okay, let's just wait and we'll
take care of all of them at the éame time.
MR. SIMMONS: All right.
0. (Mr., Simmons continuing.)} Okay, Mr. Pearcy,
I call your attention to what has been marked as Exhibit
Six, and ask if this exhibit was prepared under your super-—
vision and control?
A Yes, it was.
0 And would you explain, please, what this
exhibit represents?
A This exhibit shows the cumulative oil pro-
duction in thousands of barrels from the wells in Section
12 and immediately surrounding it, and all of this production
has been from the Bough "C" horizon.
0. Okay. What does the area that's colored in
green represent?
A The area colored in green represents the
wells which have produced in excess of 200,000 barrels.
There are two:wells in Section 12'which'ha§e recovered more

RN

than 200,000 barrels, as you see on that.
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A

hos location of those [

n n =] 3 : [0 S
9 ank QG Lassc is uie

wells south of the northwest quarter northwest quarter of
Section 127

A Yes, both of them are.

0. And I call your attention to the area colored
in red, appearing just north of the north line of Section 12.
Would you tell us what that‘représents, please?

A Yes. This area colored in red indicates a
band of wells which did not find enough Bough "C" to be
put on production.

There are two wells which we show in there
which have essentially no porosity development, inadequate
to make a céﬁpletion, so there's been no Bough "C" completion
in those red =zones. |

0 Now, Mr. Pearcy, based upon the production
of the -- the well production volumes of the wells, as shown
on Exhibit Six, do you have again an opinibn as to the area
located in the

being drained by the Ward Insall Wo. 1,

northwest quarter of the northwest quarter of Section 12?

A Yes, I do.
0 And what is your opinion?
A My opinion is that the well in the northwest

quarter of Section 12 has been substandard. It has not

drained anYthing as much oil as the other two wells in --
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we see from the net pay amount, and its drained area cannot
be expected to he as large as the other two wells in Section
12,

0. - Let me, for‘my clarification, is it your
testimony that the Ward Insall Well No. 1 has not, in fact,
even drained 80 acres? |

A That's correct,

0. Okay, and would you restate again what the
calculations indicate the net acre dfainage to be?

A The drained area that we calculate for the
Ward Insall No. 1 is arxround 20 acres, 20 to 23 acres.

MR. SIMMONS: Okay. Mr. Examiner, Mr. Pearcy

has no further testimony at this time. I would submit Ex-

“hibits Five and Six into evidence.

MR. STAMETS: FExhibits Five and Six will be

admitted.
MR. SIMMONS: And may Mr. Pearcy be excused?

MR. STAMETS: Just one question, Mr. Pearcy.

CROSS EXAMINATION

BY MR. STAMETS:

-0 You indicated that the Ward Insall Well No. 1

has recovered about 43,000 barrels?

A Of o0il, that's correct, sir.

0 And how much more do you expect to be recovered? i

TS T
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A We're expecting approximately 7200 more bar-
rels of o0il could be recovered from the well. B

0. And is this additional recovery based on re-
vised economics due to the higher priced 0il?

) Not necessarily. It's because we -- the last
test that we had on the well indicated it may be able of
producing ten barrels of o0il per day and as Mr., Jacoby will
testify later on,.we've used a decline factor, which we
believe appropriate for the well, to come up'with these 7200
barrels of additional recovery.

MR. STAMETS: Any other questioné of the
witness?

MR, SIMMONS: I've thought of one other, if
I may, Mr. Examiner. ”

MR. STAMETS: Yes.

REDIRECT EXAMINATION
BY MR. SIMMONS:

0 Mr. Pearcy, based upon your study of the pro-
duction of the wells in the‘area, I now call your attention
to the area that is represented by the south half of the
northwest quarter. Based upon your calculations, how many
barrels of‘hydrocarbons should be in place under that area?

a We believe that there may still be around

80,000 barrels of oil that could possibly be recovered from
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this area, although we believe that this estimate would be
optimistic, but because of the excellent drainage of the
two wells in the south half of Section 12, that there's a
good chance thaﬁ another well driiled in the northwest
giarter of Section 12 would come up as a substandard oil
well or as a dry hole.
0 ; Okay.

MR. SIMMONS: Mr. Examiner, may Mr. Pearcy

be excused?

MR. STAMETS: This witness may be excused,

and I think it's an appropriate tiine for about a fifteen

(B08) 171-2462

minnte recssg,

Nrw Mexico 87501

(Thereupon a recess was

SALLY WALTON BOYD
CERTIFIED SHC RTHAND REPORTER

3020Plara Blaca
Santa Fo,

~ taken.)
MR. STAMETS: The hearing will please come
to oxrder,
Mr. Simmons, you may continue.
MR. SIMMONS: Okay, this is a continuation
of Case 6527. Mr. Examiner, I call -- now call as a witness

Mr. ‘Mark Jacoby.

MARK JACOBY
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:
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BY MR. SIMMONS:
0
name, please?

AI

0.

Company.

0

- I live in San Antonio,

Page 21 —
DIRECT EXAMINATION
Mr. Jacoby, would you state your complete
Mark Allen Jacoby.
And, sir, where do you reside?
Texas.
And, sir, what is your profession?

I'm a production engineer for Tenneco 0Oil

And, Mr, Jacoby, are you familiar with the

application before the-:Commission?

A

0

Yes, 1 am.

And have you -- how long have you been asso-

ciated with Tenneco 0il Company?

A

0

Since August of 1978, about nine months.

And during that period of association what

duties have you had with Tenneco 0il Company?

A

I began to work for Tenneco as a drilling

engineer and now work as a production engineer.

0

And what geographic area are you responsible

for as a production engineer?

I take care of the south portion of southeast

~
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0 - Okay, and is the area now being ~-- now before

the Commission an area that's within your jurisdiction?

A  Yes, it is.

0. Would you tell us, please, what degrees you
hold?

A I havé a\Bachelor of Science in industrial

engineering, Texas Tech, in May of -~ or December of 1973:
Master of Science in industrial engineering from Texas Tech
in May of 1975.

0 And right after -~- héve you ever worked for

any other oil company besides Tenneco?

A Yes, I have.
0 And what companv was that?
A Immediately upon graduation from Tech I began

to work with Amoco Production Company in Andrews, Texas.

0. . Ané& what were your duties in Andrews, Texas,
with Amoco?

A I worked there three years, and the first
eighteen months I worked as a production engineer, taking
care of primary recovery operations projects and part of the
time taking care of secondary recovery projects, and then
the following eighteen months I worked as a supervisor on
drilling and Qorkover operations.

0. okay, now, Mr. Jacoby, I don't know if I

asked you before, I'll ask it again real fast, during your
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association with Tenneco, how long have you worked the area
now before ‘the Commission?

A About five months.

0 Have you ever testified before the 0il Con-
servation Division before?

A No, I have not.

0 And would you state, please, the organizations

that ycu now belong to?

A I belong to the Society of Petroleum Engineers

with AIME.

MR. SIMMONS: Mr. Examiner, I submit Mr,
Jacoby as an expert x&itneés.

¥R. CTANGTS: #he witness is considered
gualified.

0 (Mr. Simmons continuing.,} Mr. Jacoby, I now

call your attention to what has been marked as Exhibit Two

and ask if this Exhibit was prepared pursuant to your in-

structions and under your centrol and supervision?

A Yes, it was.

0. And would you explain, please, what this
exhibit represents?

A Yes, Exhibit Number Two is a wellibore diagram
of the Ward Insall No, 1. It shows here the casing program

where we set 13-3/8ths inch surface casing, '8—5/8ths inter-

. mediate casing, and 5-1/2 inch production casing.
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! You'll note there that the Bough "C" perfor-

2 ations are pointed out and primarily, I'd like to point out

3 that the 5-1/2 inch production casing is clean and in good

4 condition.

5 0. Okay. Mr. Jacoby, I now call your atﬁention

6 to what has been marked as Exhibit Seven and ask if this

7 exhibit was prepared under your control and supervision.

8 A Yes, it was.

9 0. . And wculd you say, please, what it represents?
gﬁ §g 10 A. This exhibit is a diagram showing the pro-
ge it
2553 "Wl guction history of the Ward Insali Mo. 1. You'll note that

~—~ 0% 3
1= £ SE 12 ) : .
'&'E gg we have sketched or have colors of the oil performance., the
- [~
ZHEg 13 .
2;?5; gas performance, and the water, and also the hatched line
2Esd L T
?»og "indicates the GOR.

15 . . . , .

I might add there that the o0il is indicated

16 . . . .

with red; the gas in green, and the water in blue. And the
’7 » s () :

scale for the 0il is on the lefthand side. The scale for
! the water is on the righthand side.
19 L

0 Okay, Mr. Jéboby, I call your attention tc

20 . .

the fact that when -- that the line colored in red repre-

21 . . .

senting o0il, and the line colored in blue, representing

22 .

water, seems to have a consistent, and if you will, parallel
N 23
T pattern.
~ 24 N _ L
Would you explain, please, what the signifi-
26 . N
cange of tilat parallel pattern 1s7 | 5
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A Yes, I will. There is a definite correlation
between the oil production and the water production, and
that means that the reservoir is producing or has produced
fluids that are in place. In other words, if this curve in
the water -- if the water production was increasing, we
would know that there's migration of fluids and we had a --
had an active water drive reservoir.

But in this case we do not becéuse of the
ocil and water depleting at the same rate and producing with
correlative curves.

0. Okay, Mr. Jacoby, I call your attention to
the number of 28 percent. Would you explain what that
means, please?

A 28 percent is the decline rate that I've de-
termined from the oil curve. That means that's the rate
per annum that the oil production has deciined over the
history ‘of the well.

0. - Okay, and based upon that 28 percent decline,
have you determined what the life of the Ward Insall No. 1
Well will be?

A, Yes, I have. 1I've determined from the last
production test that we have on the well vhen it was active
that we could put it back on for an approximate rate of 10
barrels of o0il per day, or 300 barrels of oil pér month,

and declining at a rate of 28 percént it would produce for
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R 1 three and a half years, at which time it would reach 3 bar-
2 rels of oil per day, which is the economic limit.
3; 0. Okay. Now, Mr. Jacoby, a moment ago you I
4 | mentioned the presence E)f the gas/oil ratio line appearing
5 *on thé chart, colored in -- well, it's the dashed line, is - _
6 that co):rect? |
7 A Yes, that's right,
8 | 0 ‘ Would you explain thé significance of the
9 movement of the gas/oil ratio line from low left to up
oE S, 10 right?
:E:j‘% 1 A Yes. The GOR line indicates by increasing
'géii 12 to the right that gas over the time of production is breaking
;g?g 13 out of solution,; and a+ the present time the reservoir is a
ﬁggg 14 in latter stages of depletion.
15 Also, that indicates, ‘along with the corre-
| 16§ lation of the water and oil curves, that we were producing
17 fluids in place.
18 0 Okay. Mr. Jacoby, I now call your attention
19 to what has been midrked as Exhibit Eight, and ask if this
20 exhibit has been prepared pursuant to your control, super-
‘ 21 vision, and instruction?
; » | 22 A Yes, it has.
. 23 0. znd would you explain, please, what this ex-
- 24 hibit represents?
, .
) 25 A Yes. We have shown the economics of two




Page 21 I
1 o Co ’ i -
I
! cases. One case, returning the No. 1 Well to production;
2 another case, if a new well was drilled in this area.
3 Our drilling engineers in the southwestern
4 division at San Antonio determined that at present day prices
5 it would cost $661,000 to drill a new well in this area, and
6 this assumes the same casing program that I showed you on
7 the previous exhibit, and this also includes the cost of
8 completion and‘artificial lift.
S Now,the other numbers that I have shown here,
o 10 . o3 .
E,E_Jﬁg Mr. Pearcy discussed there the reserves we estimated that
oz :
<% n . cq s . :
“’3,3 will be recovered by drilling a new well, which was detex -
= o »wg 8 y g
%8s 12 , |
: fi:.;\gg mined from the performance of the Insall Federal Com No. 2,
; ﬁ mz~ ]
& 3 ~ .
:;géf and then, also, the 7C00 barrels of reserves which we would
- E -
xEsd 14
»nig recover by returning the No. 1 to production, that we deter-
15
mined from the decline curve, the performance curve I just
16 )
discussed.
17 . )
Okay, we made use, or we make use, and we
18 S
did in this case, also, of a computer in determining our
19
economics. And in explanation of the numbers and indeces
20 T
we have shown here, we found that drilling a new well would
21
result in an ultimate profit of $8900,
22 i
0. That's what it costs?
23 L. .
O A At the $661,000 initial investment.
~ ) * .
’ 24 ;
Okay, returning the No. 1 Well to production
25 ' ,
. would result in an ultimate profit of $6000 at the cost of
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$20,000.

You'll note the next line there shows the
percent profit. This particular number is an index, an
indicator that we use to determine the acceptability of an
economic project, and economic acceptability of a project,
and the higher thé number the more acceptable the project
would be, and this is based upon the ultimate profit versus
the initial investment.

The next term there is success probability,
and this is determined from our experience on other wells
that have been drilled in tﬁe area. The 60 percent we used
as a success probability to drill a new well. It would be
more risky, we feel like, to drill a new well becanse of.
many potential problems you can have. As you know, you have
a lot of things that could occur in drilling a new well
here.

Ckay, it would be -- we would have a greater
chance of success of re-entering the No. 1 Well and putting
it on production and reéovering the remaining reserves in
that reservoir.

The last term there is the payout. This term
indicates the amount Qf time it would take to‘pay out the
initial investment for the project.

0. ’Okay, Mr. Jacoby, I call your attenéion back

to the column marked a percent of profit, and first I ask

1%
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you, has it beeh representednﬁo you‘that a party wishes to
drill a new well in the south half of the northwest quarter?

A Yes, it has.

0. And is that the reason you came up with the
economics relating to the cost of drilling a new well?

A Yes, it is.

0. Okay. And then has it been represented to
you by Tenneco management, that management Gesires to not
participate in the drilling of a new well in the south half
of the northwest quarter, and they would rather recomplete
the Insall Ward No. 1 Well, located in the northwest quarter

northwest quarter?

A “hat's correct.
0. © Or the north half northwest quarter. Would
you -- the numbers you show as pexcent of profit, you show

a 1.6 percent of profit relating to the drilling of a new
well. You show a 39, code number 39 relating to the return
of No. 1 Well to production. |
Now would you go into more detail very briefly

and tell me what is really the significance of those numbers?

A Yes. 'This is a prima¥y index that we use to
determine the economic acceptability of a project. "In this
case, returning the No. 1 Well to production would be approc-
ximately 37 times better than drilling a new well, because

we did come up with the 39 as a percent profit, as I stated
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= 1 awhile ago: that ig from the ultimate profit versus the J
I initial investment that we would make. H
3 .
MR. SIMMONS: Okay. Mr. Examiner, at this
4 ' : L] L] . 3
time I would offer Exhibit Number Two, Exhibit Number Seven,
5 sy s . . . )
and Exhibit Number Eight into evidence.
6 MR. STAMETS: These exhibits will be admitted.
7 .
MR, SIMMONS: Okay, Mr. Examiner, do you have
8 . . .
any other questions, or any questions of Mr, Jacoby?
0 .
MR, STAMETS: Are there any questions of the
fa R $ 10 :
> ¥ zs witness? He may be excused.
o8
oL5e 11
zﬂ:AS
o83k
"r\‘,:.x_%z 12
-1 513 , GREGORY E. SIMMONS
2 23a; 13 _
: :ﬁg; being called as a witness and having been duly sworn upon
-d
IES 14
nwes his oath, testified as follows, to-wit:
15
16
DIRECT EXAMINATION
17 .
BY MR. COFFIELD:
18 _
0. Mr. Simmons, would you please state for the
19 i
record your name?
20 )
A. Yes. My name is Gregory Ernest Simmons.
21
0. And where do you reside?
22
A. San Antonio, Texas.
23 ,
S 0. And what is your occupation?
24 )
v ‘ A I'm an attorney at law with Tenneco 0il Com-
25 b
pany.
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Q. And have you familiarized yoﬁrself,with,_this
application?

A Yes, sir, I sure have.

0. And are you familiar with the property, the

land involved in the northwest quarter of Section 12, which
is the subject of this particular application? |
a. Yes, sir, I have.
0. Have you previously testified:before the 0il
Conservation Division as respects matters legal and land?
A, No, sir, I have not.

0. Would you give the Examiner a brief resume

of your educational background first?

A Okay. I obtained a Jjuris doctor's degree from

- Oklahoma City University School of Law in Oklahome City,

Oklahoma. During my last -- do you want the employment?
0 Yes, please.
A During my last year of law school I was a

law clerk in the United States District Court for the western

district of Oklahoma.

"Subsequent to that, I associated with the
firm of George Canaan and Robert Lindsey, which is probably
the second o0il and gas law firm in Oklahoma. Their mgin
activity was_Commission work for the 0il and Gas Commission

of Oklahoma.

Subsequent to that, I entered into private
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practice and then served as Aseistant Digtrict Attcorney for-
awhile, and then associated with Tenneco 0il Company in
Oklahoma City, as a second attorney.

In August of 1978 I was transferred to San
Antonio as a Division Attorney.

MR. COFFIELD: Mr. Examiner, are Mr. Simmons
qualifications acceptable?

MR, STAMETS: The witness is considered
gqualified.

0. (Mr. Coffield continuing.) Mr. Simmons, have

you satisfied yourself with respect to the ownership of the

leasehold estate in thc southh halif of the northwest quarter

of Section 12?

A Yes, sir, I have.
0. Who it thée owner of that particular tract?
A Sir, the owner of the leasehold owner -- the

owner of the working interest or leasehold rights in thé
north half of the northwest gquarter of Section 12 is Tenneco
0il Company.

The owner of the south haif of the northwest
quarter of Section 12 is an individual by the name of W. C.

Osborne.

Q "Mr. Simmons, have you had conversations and

’

contaCt with Mr. Osborne?

A, Yes, sir, I have,
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0. Wonld you please cxplain toc L
gist of your contact with Mr. Osborne?

A Yes, sir. On Monday of this week I called
Mr. Osborne to advise him of tﬁe hearing to be had this date
at this time before this Commission.

We félt that Mr. Osborne should be here. He
advised me at that time that he hand not monitored the
papers in Santa Fe or in Lea County, and that he was not
aware of the hearing.

I explained to Mr. Osborne basically what
our economics were relating to the application‘énd stated
Lo ML, Osborne that we felt that [or Tenneco to participaté\
in*the drilling of a well in the -- a new well anywhere in

the northwest quarter of Section 12 would result in economic

‘waste because the return is just not there.

I explained to Mr. Osborne the state of ar£
that we used in order to determine and basically what
management decision was based upon.

I also explained to Mr. Osborne what our in-
tentions were, and fhat is t¢ rework the Ward Insall No: 1
Well, located in the northwest Quarter northwest quarter of
Section 12, or in the north half of Section 12, and that
our intent was to ask the 0il Conser&ation Division of
New Mexico to grant an exception to the spacing in order that

we may go in and rework the Ward Insall Well No. 1 and in
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crder that he <ould go alicad and if he reaily believes in
his well to be drilled in the south half of the northwest
quarter, then he could do so without any participation bhy
Tenneco. \

We felt that since the spacing covéring of
the northwest Qﬁarter of Section 12 at present is 160 acres,
th;t if the spacing was not changed, that we would either
be in the position of a nonconsenting party or subject to
being force pooled and have to bear risk up to 200 percent
of our proportional share of the cost of drilling the well.

Again, Mr, Osborne and I discuséed the alter-
letter to Mr. Dan Nutter, which I delivered to Mr. Nutter
this morning, dated April 23rd, 1979, of which‘I would 1like
to read, if I may.

It says, Dear Mr. Nutter, I'm the lessee of

record of the south half of the northwest quarter of Section

- 12, Township 9 South, Range 34 East, in Lea County, New

Mexico.

I believe that 80-acre spacing in this field
at this time is more equitable, prevents waste, and protects
the correlative rights of the royalty owners of the respec-

tive tracts. Therefore, as lessee of the south half of the

O

northwest quarter of Section 12, Township ¢ South, Range 34

East, I join Tenneco 0il Company in their application for
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an exception to the spacing rules of the Vada»Pennsylvaﬁihn
Field.

Your consideration would be appreciated.
Your truly, W. C. Osborne.

We would ask that the -- further in my dis-
cussion with Mr. Osborne, we got into a discussion about
how economic wasﬁe would be prevented and how the correla-~
tive rights of the diverse royalty owners under the respec-
tive tracts would be protected. Mr. Osborne assured me that
he was most sgsincere in drilling his well in the south half

of the northwest quarter.

In response Lo that I told My, Csborng
if he's going to drill a well in the southwest of the north-
west quarter, and based upon our determinations that there
are 82,000 barrels of hydrocarbon that may be recoverable
from that area, that certainly his royalty owners would
certainly benefit by receiving 100 percent of the 1/8th
royalty attributable to that production.

I also pointed out to Mr. Osborne that based
upon our studies, that it was very apparent, and as certain
as engineering data can be, that the Ward Insall Well No. 1,
located in the north half of the northwest quarter, was not
draining 80 acres, and that under the present spaciné, the,

royalty owners of the south half of the north half should

not participate in any production from the Ward Insall Well
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In turn, the royalty owners of the Ward Insallj
No. 1 really should not participate in any production from
a well to be drilled in the south half of the north half
of Section 12.

Mr, Osborne, I assume sééing the reasoning
involved, and based upon the data that would be presented
to the Commission, then joined us in our application.

0 Mr. Ssimmons, is it then your unqualified

opinion that the approval of Tenneco's application in this

case would be in the interest of conservation, the protection

of corxelative rights, and the prevention of waste?
A, Yes, sir, it is.
Q. Mr. Simmons, do you have any further state-

ment that you'd like to make to the Commission?
A, No, sir, I do not.

MR. STAMETS: Any questioné of the witness?
He mé;’bé excused.

MR. SIMMONS: Thank you, sir.

MR, STAMETS: Do you have anything fu;ther
in this case?

The case will be taken under advisement.

(Hearing concluded.)
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OFFICE: 915-6B2-5354

Ww. C. 0SBORNE
CERTIFIED PETROLEUM GEOLOGIST

RESIDENECL: 915-644-4858 MIDLAND, TEXAS 79701

WCO/jy

April 23, 1979

Mr. Dan Nutter :

0il and Gas Conservation Divizion

New Mexico 0il Conservation Commission
P. 0. Box 2088 -

Santa Fe, New Mexico 87501

Re: Case No. 6527
Vada-Pennsylvanian Pool
Non-Standard Proration Unit

Dear Mr. Nutter:

I am the Lessee of record of the South-half of the
Northwest-quarter (S/2 NW/4) of Section 12, T-9-8, R-34-E
in Lea County, New Mexico.

I believe that 80-acre spacing in this field at this
time is more equitable, prevents waste, and protects the
correlative rights of the royalty owners of the respective
tracts,

Therefore, as Lessee of the S/2 NW/4 of Section 12,
T-9-S, R-34-E, I join Tenneco 0il Company in their application
for an exception to the spacing rules of the Vada-Pennsylvanian
Field.

Your consideration would be appreciated.

Yours truly,

Osborne

358 MID-AMERICA BUILDING




OfFICEz 915-6B82-5354
RESIDENCE: 915-684-4858

W. C. OSBORNE
CERTIFIED PETROLEUM GEOLOGIS?

April 23, 1979

Mr. Dan Nutter

- 0il and Gas Conservation Division

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

Re: Case No. 6527
Vada-Pennsylvanian Pool
Non-Standard Proration Unit

Dear Mr. Nutter:

I am the Lessee of record of the South-half of the
Northwest-quarter (S/2 NW/4) of Section 12, T-9-S, R-34-E
in Lea County, New Mexico.

I believe that 80-acre spacing in thie field at this
time is more equitable, prevents waste, and protects the
correlative rights of the royalty owners of the respective
tracts.

Therefore, as Lessee of the-S/2 NW/4 of Section 12,
T-9-S, R-34-E, I join Tenneco 0Oil Company in their application

for an exception to the spacing rules of the Vada-Pennsylvanian

Field.

Your consideration would be appreciated.

Yours truly,

W. C. Osborne
WCOo/jy

358 MID-AMERICA BUILDING
MIDLAND, TEXAS 79701
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OFFICE: 915-682-5354
RESIDENCE: 515-684-4858 MIDLAND, TEXAS 7970 0

V., C. OSBURNE
CERTIFIED PETROLEUM GECLOGISY

April 23, 1979

Mr. Dan Nutter

0il and Gas Conservation Division

New Mexico 0il Conservation Commission
P. 0. Box 2088

Santa Fe, New Mexico 87501

Re: Case No. 6527
Vada-Pennsylvanian Pool
Non-Standard Proration Unit
Dear Mr. Nutter:
I am the Lessee of record of the South-half of the
Northwest~-quarter (S/2 NW/4) of Section 12, T-9-S, R-34-E
in Lea County, New Mexico.

I believe that 80-acre spacing in this field at this

‘time is more equitable, prevents waste, and protects the

correlative rights of the royalty owners of the respective
tracts.

‘Therefore, as Lessee of the S$/2 NW/4 of Section 12,
T-9-8, R~34~E, I join Tenneco 0Oil Company in their application
for an exception to the spacing rules of the Vada-Pennsylvanian
Field.

Your consideration would be appreciated.

Yours truly,

W. C. Osborne

WC0/jy

358 MID-AMERICA BUILDING
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| RISK-ADJUSTED ECONOMICS
Ward Insall # 1
Lea County, New Mexico
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LAW OFFICES

LEWIS €.C0X,uR. HINRLE, COX, EATON, COFFIELD & HENSLEY v courion:
:1:1;:3??;?:2w T iCOO FIRST NATIONAL BANK TOWER CLARENCE E.HINALE
HAROLD L. HENSLEY, UR. POST OFFICE Box 3680 o
STUART D. SHANOR W. E.BONDURANT, UR. 0914-1973)
C.D. MARTIN MIDLAND, TEXAS 79702 —_—
1 IE, D At
. KELLY, :
prsrennne BCEIVED 015 6551651 RoSWELL umw mEco oFrice
PO 800 HINKLE BUILDING
DOUGLAS L.LUNS Ay .' l‘ 07 (80E)B22-8510
: L4 M BOHANS p
i ¥.DOUGLAS FOSY | SIS S A St aiamaiin ’ OHLY ATTYS. COFFIELD, MARTIN, BOZARTH,
: Z"::git:::sﬂnbn‘ CONSERVAT!ON DIVISION BOMANNON, FOSTER, ALLEN, ALLEK £ BURFORD
‘ JACQUELINE W ALLEN "=~ SANTA FE - LICENSED 1N TEXAS
T. CALDER EZZELL,JUR.
i WILLIAM B. BURFORO Aprj_]_ 19, 1979
! JOHN $.NELSON
| RICHARD E.OLSON
Mr. Dan Nutter ’
Chief Engineer
L O0il Conservation Division
P Post Office Box 2088
' Santa Fe, New Mexico 87501 .

Unit

Dear Dan: *&‘ﬂ//

Tenneco 0il Company has, upon further consideration i ﬁi)b//

Non-Standard Proration HLU" -}&1/

of matters involved in the above referenced case, concluded
that Tenneco wishes to withdraw from the Division's {3

Ry

. . considération e portion of the application which deals

S - wWith Tenneco's Ward Insall No. 2 Well located 660 feet
o from the NOTTh and East lines of Section 12, Township

9 South, Range 34 East, N.M.P.M., Lea County, New Mexico.

We submit this letter as an amendment to the application

filed in the above referenced case, deleting from that

application the matters set out therein relating to

the Ward Insall No. 2 Well. Thus, at the hearing on

1 Wednesday, April 25, 1979, we will be pursuing only

matters relating to the Ward Insall No, 1 Vell and seeking.
the Division's prova the non-standard unit for

that well as more partlcularly set out in the application
filed in this case.

3 I trust that the submission of this letter is all

: that is necessary for the completion of your files on the
amendment of the application relative to the matters set
out above. However, if anything further is needed;
please call me.

Thank you.

Very truly yours,

HINKLE, COX, EATON,
COFFIELD & HENST.RV

CEC:cm

T S e e i et S
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Mr. Greg Simmons

Legal Department
Tenneco 0il Company
6800 Park 10 Boulevard
Suite 200 North

San Antonio, Texas 78213
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Baeket No. 16:-79

Dockets Nos, 1R-70 and 22-7% are tentatively set for hearing on May 9 and 23, 1979, Applications for
hearing vt be ffled at Yeast 22 days 1o advaoce of hearing date,

backkrs | ENAMIZER NEARING = VEDNESDAY - APRIL 75, 1979

9 A2, - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OGFFICE BUILDING, SANTA FPE, KEW HEXICO

"The folloving cases will Le heard hefore Richard L. Staniéts, Exaniner, or Danicl S, Nutter, Altermute Examiner:

CASE 6525: Tn the matter of the hearing called by the 041 Conservation Division on its own motion to amend the
Special Rules for the Tubb Cas Pool dn lLea County, New Mexico, to provide for the classification of
wells as oil wells and gas wells on the basis of gas-oil ratios rather thin on the basis of liquid

gravity as at present,

CASE 6526: In the matter of the heaving called by the 011 Conservation Division on its own motion to consider
a procedure for the adoption of findings, when applicable and pufsuant to the Federal Natural Gas
Folicy Act, that another well is necessary to efflctively and efficiently drain that portion of its
proration unit.which cannot bLe so draincd by any existing well, and that existing well spacing
requirements are waived. The proposed procedure would provide a system whereby such findings could
be issued adninistratively without the necessity for public hearing,

/“
Application of Tenneco 0il Company for two non-standard oil proration units, Lea County, New Mexico.

CASE 6527:
<.\‘ Applicant, in the above-styled cause, secks approval of two 80-acre non-standard oil proration units,

Ttme—v- the first couprising the N/2 NW/4, the other the N/2 NE/4, of Section 12, Township 9 South, Range 34
East, Vada-Pennsylvanian Pool, Lea County, New Mexico, said units to be dedicated to applicant’'s
Ward Insall Wells Nos. 1 and 2, respectively, located in Units D and A of said Section 12.

CASE 6528: Application of Bass Enterprises Production Co. for an unorthodox gas well location, Lea County, New
fexico, Applicant, in the above-styled cause, seeks approval for an unorthodox Morrow test well
. location to be drilled 660 feet from the North and West lines of Section 10, Township 21 South,
. Range 32 East, Lea County, New Mexico, the W/2 of said Section 10 to be dedicated to the well,

CASE 6529: Application of Amoco Production Cc;mpany for compulsory pooling, Eddy County, New Mexico.
Applicant, in the above~styled cause, seceks an order pooling all mincral interests In the Pennsyl-
vanian formation underlying the §/2 of Section 22, Township 23 South, Range 28 East, Eddy County,
New: Mexico, to be dedfcated to its Braatley Gas Com. ¥ell Fo. 1 located in Unit K of said Section
22, Also to be considered will be the cost of drilling and completing said well and the allocation
of the cost thereof as well as actual operating costs and charges for supervision., Also to be
considered will be the designation of applicant as operator of the well and a charge for risk

involved in drilling said well,

CASP 6530: Application of Amoco Production Company for unorthodox gas well locations, temporary injection of
produced gas, and to vent gas, Union and Harding Counties, New Mexico. Applicant, in the above~
styled cause, secks approval for the unorthodox locztions in the Tubb formation of its State FI
Well No. 3, located 1315 fecet from the South line and 1980 feet from the East line of Section 36,
Township 20 North, Ramge 34 fast, Union County, and its Heimann Well Ro, 5, located 660 feet from
the South lime and 1315 feet from the West line of Section 3, Township 19 Noxth, Range 33 East,
Harding County. Applicant further secks authority to conduct pressure interference tests, including
authority to vent gas produced from the State FI Weli No. 1 for a period not to exceed 45 days and
to inject produced gas into its Heimann Well No. 4 located in Unit K of Section 34, Township 20
North, Range 33 East, for a period not to exceed six months,

CASE 6531: Application of Getty 0il Combany for an unorthodox gas well location and simultaneous dedication,

Lea County, New Mexico. Applicant, in the above-styled carse, seeks authority to simultaneously
dedicate its Baker B Well No. 6 at an unorthodox location 510 feet from the South and West lines
of Section 10, Township 22 South, Range 37 East, Lea County, New Mexico, and its Baker B Well No.
15 located ia Unit L of said Section 10, the current unit well, to the existing proration unit.

£
CASE 6532: Application of Northwest Production Corporation for downhole commingling, Rio Arriba County, New

Mexico. Applicant, in the above~styled cause, seeks approval for the downhole commingling of
Tapacito-Pictured Cliffs and Blanco Mesaverde production in the wellbore of its Jicarilla 117E
Hell No. 5 located in Unit M of Scction 28, Township 26 North, Range 3 West, Rio Arriba County,

New Mexico,

. CASE 6072: ({Continued from March 28, 1979, Examiner Hearing) ) .

In the matter of Case 6072 Bcing recpened pursuant to the provisions of Order No, R-5643 which:
order created the Travis-Upper- Pennsylvanian Pool, Eddy County; New Mexico, with provisions for
80-acra sparinn. 811 dntorected partics ooy Sppoar and Show Cause why Lhie 1tavis-Upper

Penn‘;ylvanian Poo]. should not he developcd on 40~acre spacing units.

2
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I - LEWIS C. COK, A, HINKLE, COX,EATON, COFFIELD & HFNBLEY OF COUNSEL o
i e :  FAUL W. EATON,UR, T 1000 FIRST NATIONAL BANK TOWER CLARENCE £ HINKLE
F CowRAD E.COFFIELO U E R R R AR
: HAROLO L.HENSLEY,uR. Po5T OF FICE BOx 3580
; STUART D, BMANOR Y. E.BONDURANT, JR. 1541923
! C.0. MARTIN MIDLAND, TEXAS 70702 e e
PAUL U.KELLY, 4R,
PAUL . EOZ‘ARTH (018} 683-4601 ROSWELL,NEW MEXICO OFFICE
M . 800 HINKLE BUILDING
DOUGLAS L.LUNSFORD (eoer 6228510

PLUL M. BOMANNON

J.OOUGLAS FOSTER ONLY ATTYS. COFFIELD, MARTIN, BEOZARTH,
) K.OOUGBLAS PERRIN BOHANNON, FOSTER,ALLEN,ALLEN & BURFORD
C.RAY ALLEN LICENSED IN YEXAS
.
JACQUELINE W ALLEN Aprll 6, 1979

~ : T.CALDER €ZZELL,UR.
WILLIAM B. BURFORD

JOHN 8. NELSON 6(1 Ao, é 52-7

RICR7RD E.OLSON

Mr. Dan Nutter

| ‘ j Chief Engineer

0il Conservation Division
X Post Office Box 2088
Santa Fe, New Mexico 87501

Dear Dan:

Transmitted herewith you will find triplicate executed
copies of an Application for Tenneco 0il Company for an
exception to the field rules for the vVada-Pennsylvanian Pool
in connection with two wells in Section 12, Township 9 South,
Range 34 East, N.M.P.M., Lea County, New Mexico.

It is my understanding that the docket setting for
April 25 is still available for this matter, and accordingly,
we: request that it be heard on that date.

: I trust that the enclosed copies of the Application

o are all that is needed in order for this to be. set for
the April 25 hearing. However, if anything is needed in
addition, please let me know.

Very truly yours,

: HINKLE, COX, EATON,
COFFIELD & HENSLEY

onrad B
CEC:rf

Xc: Mr, Greg Simmons
‘ Legal Department
. j , Tenneco 0il Company
EECN 6800 Park 10 Boulevard ;
.Suite 200 North . /-
San Antonio, Texas 78213 '

&
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BEFORE THE OIL CONSERVATION DIVISION OF
THE DEPARTMENT OF ENERGY AND MINERALS
STATE OF NEW MEXICO

. o) ) é 52
APPLICATION OF TENNECO OIL ) Corar
COMPANY FOR AN EXCEPTION TO )
FIELD RULES FOR VADA-PENNSYLVANIAN )
)

POOL, LEA COUNTY, NEW MEXICO

APPLICATION

‘Tenneco 0il Company hereby makes application for an
exception to the field rules in connection with the vada-
Pennsylvanian Pool in Lea County, New Mexico and states:

1. Applicant seeks approval of a non-standard unit
consisting of 80 acres for its Ward Insall No. 1 Well located
660 feet from the North and West lines of Section 12,
Township 9 South, Range 34 East, N.M.P.M., Lea Cpunty, New
Mexico, said lccation is in the Vada—Pennsylvanién Pool.

2. Tha*t the N:%NW% of Section 12 is to be dedicated to
the Ward Insall No. 1 Well.

3. Applicant further seeks approval of non-standard unit
consisting of 80 acres for its Ward Insall No. 2 Well located
660 feet from the North and East lines of Section 12,
Township 9 South, Range 34 East, N.M.P.M., Lea County, New

Mexico, said location is also in the Vada-Pennsylvanian

Pool.
4. That the N%NE% of Section 12 is to be dedicated to
the Ward Insall No. 2 Well.
8. DProducing intervale for hath welle are +o ko in tho : ‘a
Bough C formation.
6. Approval of the réquested non-standard 80 acre units
will be in theainterest of conservation, prevention of waste

and protection of correlative rights.




7. Applicant reqguests that this matter be heard at the

April 25, 1979 Examiner's hearing.

HINKI.E, COX, EATON,
COFFIELD & HENSLEY

A ’
e N
By: ( x‘_: ooy n Oy S‘l /"--<?E ;»J\)\Q Q,)

Conrad E. Coffield A

Post Officé Box 3580

Midland, Texas 79702

Attorneys for Tenneco 0il Company




BEFORE THE OIL CONSERVATION DIVISION OF
THE DEPARTMENT OF ENERGY AND MINERALS

STATE OF NEW MEXICO

APPLICATION OF TENNECO OIL )
COMPANY FOR AN EXCEPTION TO )
FIELD RULES FOR VADA~-PENNSYLVANIAN )
POOL, LEA COUNTY, NEW MEXICO )

APPLICATION

Tenneco 0il Company hereby makes application for an
exception to the field rules in connection with the Vvada-
Pennsylvanian Pool in Lea County, New Mexico and states:

1. Appiicant seeks approval of a non—standard‘unit
cohsisting of 80 anres for its Ward Insall No. 1 Well located
660 feet from the North and West lineé of Section 12,
Township 9 South, Range 34 East, N.M;P.M., Lea County, New
Mexico, said location is in the Vada-Pennsylvanian Pool.

2, That the NXNW% of Section 12 is to be dedicated to
the Ward Insall No. 1 Well.

3. Applicant further seeks approval of non-standard unit
consisting of 80 acres for its Ward Insall No. 2 Well located
‘660 feet from the North and East iine?ﬁ%EJSectidn 12,
Township 9 South, Range 34 East, N.M.P}ﬂ., Lea County, New
Mexico,'said location is also in the Vvada-Pennsylvanian '
Pool. |

4. Théﬁqthe N%ME% of Section 12 is to be dedicated to
the Ward Iﬁsgil No. 2 Well.

" 5. Producing intervais for both wells are to be in the
ABough ¢ formation.
6. Approval of the requested non—standard 80 acre units

will be in the interest of conservation, prevention of waste

. and protection of correlative rights.

Coaz. 0527
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7. Applicant requests that this matter be heard at the

April 25, 1979 Examiner's hearing.

HINKLE, COX, EATON,
COFFIELD & HENSLEY —_
‘ o\
S o ()

CD
By: ‘" < s > 3n AT
Conrad E. Coffield \ ‘
Post Office Box 3580
‘Midland, Texas 79702
Attorneys for Tenneco 0il Company




BEFORE THE OIL CONSERVATION DIVISION OF
THE DEPARTMENT OF ENERGY AND MINERALS
STATE OF NEW MEXICO
APPLICATION OF TENNECO OIL ) )
COMPANY FOR AN EXCEPTION TO ) con b
FIELD RULES FOR VADA~PENNSYLVANIAN )
POOL, LEA COUNTY, NEW MEXICO ) -

APPLICATION

ST T R N | N

Tenneco 0il Company hereby makes application for an
exception to the field rules in connection with the vada-
Pennsylvanian Pool in Lea County, New Mexico and states:

1. Applicant seeks approval of a non—standardkunit
consisting of 80 acres for its Ward Insall No. 1 Well located
660 feet from the North and West lines of Section 12,.

Township 9 South, Range 34 East, N.M.P.M., Lea County, New

Mexico, said location is in the Vada-Pennsylvanian Pool.

2. That the N%KW% of Section 12 is to be dedicated to
the Ward Insall No. 1 Wellf

3. Applicant furthér seeks approval of non-standard unit
consisting of 80 acres for its Ward Insall No. 2 Well located

660 feet from the North and East lines of Section: 12,

Township 9 South, Range 34 East, N.M.P.M., Lea County, New

. Mexico, said location is also in the Vada-Pennsylvanian 4
Pool.

5 4 4. That the N%NE% of Section 12 is to be dedicated to

’

the Ward Insall No. 2 Well.

5. Producing intervals for both wélls are to'be in tﬁe
. Bough C formation. | | ;
6. Approval of the requested non-standard 80 acre units |
will be in the interest of conservation, prevent%on 6f waste

and proteétion‘of correlative rights.




7. Applicant requests that this matter be heard at the

April 25; 1979 Examiner's hearing.

HINKLE, COX, EATON,
COFFIELD & HENSLEY

By: (’”&Q\M&NM‘Q\KEZ\&& @

Conrad E. Coffield

Post Office Box 3580

Midland, Texas 79702

Attorneys for Tenneco 0il Company




D I T

© e

|

b épﬁf/&wwbé wazww Tios /-

e

p 4

/
(74
f '”V/

% T cenreas (8 5

} Veoo MMvﬁW@oé

WW /é,&cm%

;./ VZ‘&M/W(/{ o . ‘ i . : J
|

R 5’0% A B |

ok ard WZ;MM He {owz
m ﬂ/z e otu A D 0ELL,
W ;5%%/2.“% 3945‘,/

Médzé M/z%ﬁoé (74«4
é 47 /M.@/ Leasr: 72,

faceed ive By Cavros JW asam-?’ )

| xei e # e




Hi ——ﬁ
't ‘
[ . ;1 ' . . : ‘ )
. KOUGH L ' ‘ STATE OF Npy MEXIco
: i ENERGY anp MINERALS‘DEPARTMENT
Av/ ﬁ o1l CONSERVATION DIVISioN

A YIN Tug MATTER oF pyp HEARING ‘

oqV s " CALLED BY 7y OII, CONSERVATION
-DIVISION FOR THE PURPOSE op
: CONSIDERING:
oo ,
ﬁ CASE NO, 6527
l Y N
;! Order No.A.-(, Ho0O L
I ) — f

j ORDER OF 7R DIVISTON

i )
i BY THE DIVISION:

u. \ ':l . -

# This cause Came on for hearing at 9 a.m, on April 25

119 79 , at Santa Fe, New Mexico, before Examiney ~gichard L. Stamégs

, L2
ll NOW, on this . day of ., 19 79 s the "
IJ!Diviéion Director, having considered the testimony, the record, !
3f and the recommendatlons of the Exam1ner, and being fully adviseq {
!;i in the Premises, i
,_,’ ~ FInps; |
hl (1) fThat due public notice having been. given as requireg !
. |

{ - ' ) LR
4 {! . (2) That the applicant, Tenneco 0i1 Company, sed“s‘apm B
I . . ‘
1}5 of—am 80"301'5‘36'&-9-(_ >4 atio t isd
i 8
| | ' | o
‘ i; eals approval of two 80-acre non:s\t—;nda_r‘d—oilia;oratio_n un:lts, i :f

) the first"'éémprising the Ns2 ’NN‘/’Q‘,”{h:itber the- N/2 NE/4, Vo,f‘s‘eption 12, To_wnsh»i‘.p 9 Soiith. Ben=si3s -
,")East, Vada-?ennsylvaniau Pool, Lea County, New Mexico, said ynirg to ha dolilaved to applicant's
Ward Ingall Hells Nos, 1 and 2, respectiva!_v; 122iled in Units D and 2 of said Section 12,

L i
. . e K x-

e
T ———
)




NMPM, to be d

. in Unit DAL said Section12. Lo Ko
/n%f 'f'ﬂ'ﬂfffd)’dcﬁca.n“(l applitutit Lor o
(3) That/the”applicant requestgédthat the’80-acre non-

standard oil proration unit comprising the N/2 NE/4 of said

on 12 Tikeas '
Section 12 dedicated to the Ward Insall Well No. 2 in

Unit A beﬁ dismissed. N e,
Cono/u/{nl? nﬁ’ %uuﬂ A-/-,/Z”.,—ée’{ﬂ 12

{(4) That the entire non-standard proration‘unit/,may

reasonably be presumed productive of oil from the Vada-

Pennsylvanian Pool and that the entire non-standard oil
proraticn unit can be efficiently and economically drained and
developed by the aforesaid well. |

{(5) That approval of the subject application will afford
the applicant the opportunity to produce his just\ and equitable

share of the oil in the Vada-Pennsylvanian Pool, will prevent

the economic loss caused by the drilling of unnecessary wells,
avoid fhe augmentation of risk arising from the drilling of
an excessive number of wells, and will otherwise prevent
waste and protect correlative rights.

IT IS THEREFORE ORDERED:

(1) That an 80-acre non-standard oil proration unit in
the Vada-Pennsylvanian Pool com’pri‘sing the N/2 NW/4 of
Section 12, Township ¢ South, Range 34 East, NMPM, Lea County,

‘ ){c wnaco O/ ose

New Mexicc, is hereby established and dedicated to ies Ward
Insall Well No. 1 located in Unit D of said Section 12.

: %4 -, /-cuflt:""‘ tér Gl

(2) That at—tngreq-lres-t‘o.f_ap-pl—l-eanr_,—-t-he 80-acre non-
standard oil p‘roratién unit in the Vada—Penns"’ylvariian Pool
comprising the N/2 NE/4 of said Section 12 is hereby dismissed.

(3) fThat jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem

A

necessary..

DONE at Santa Fe, New Mexico, Noln» the day and year hereinabovg

designated.
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Mark. ﬁdamer%
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