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BRUCE KING BOST OFFICE 80X 2008
SANTA FE, NEW 1000 87501
' e February 25, 1981 3061 8272434
i-
; R Re: CASE NO.. £670
- "Mr, William F. Carr ORDER NO. _ R-6183-A
i Campbell, Byrd and Black

Attorneys at Law

Santa fe, New Mexico

Post Office Box 2208 Applicant:

ocD (BTA 0il Producers)

Dear Sir:

O SO N,

Director

JDR/£A

Copy of order also sent to:

Hobbs OCD___  x
Artesia OCD X .o ..

Aztec OCD

Other Thomas Kellahin

Enclosed herewith are two copies of the above-referenced e Sl -
Diviscicn ordexr recently entered in the subject case.
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I

i STATE OF NEW MEXICO
it ENERGY AND MINERALS DEPARTMENT
i OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING

CASE NO, 4670
Order No. R-6183-A

N-YME:MATTER OF CASE 6670 BEING

EOPENED PURSUANT TO THE PROVISIONS
OF ORDER NO. R-6183, WHICH ORDER

ROMULGATED SPECIAL RULES AND

EGULATIONS FOR THE RED HILLS-

EVONIAN GAS POOL, LEA COUNTY, NEW

EXICO. INCLUDING A PROVIGION £OB
ptn-Aan SPACING UNITS.

ORDER OF THE OIVISION

i

{

i .
EY THE DIVISION:

LH
i

| 'This cause came on for hearing at 92 a.m. on February 11,
?981, at Santa Fe, New Maxico, before Examiner Richard L. Stamets.

5 NOW, on this_ 23Td  day of February, 1981, the Division
irector, having considered the testimony, the record, and the
ecommendations of the Examinsr, and being fully advised irn the

premises, )

FINDS
(1) That due public notice having been given ss required

by law, thei:Bivision has jurisdiction of this cause and the
pubject matter thereof.

(2) That by Order No. R-6183, dated November 28, 1979,
smporary specisl rules and regulations were promulgated for
Eho Red Hills-Dsvonian Gas Pool, Lea County, New Mexicoe,
pestablishing tesporary 640-acre spacing units.
~ (3) Thet pursuant to the provisions of Order No.i:R-6183,
this case was reopened to allow the opsrators in the subject

ool to appear and show cause why the '‘Red Hills-Devonian Gas
Pool should not be developsd on 320-acre spacing units.

by

(4) That the evidence establishes that one well in the
od Hille-Devonian Gas Pool can efficiently and econcaically
rain and develop 640 acres.
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2 (5) That the Special Rules and Regulations promulgsted by
Drder No. R-6183 have afforded and will afford to the owner of
sach property in the pool the opportunity to produce his just
‘and equitable share of the gas in the pool.

i (6) That in order to prevent the sconomic loss caused by
the drilling of unnecessary wells, to avoid the augmentation of

}1ak arising from the drilling of an excessive number of wells,

: to prevent reduced recovery which might result from the drilling
g pf too few wells, and to otherwise prevent waste and protect

| corrslative rights, the Special Rules and Regulations promulgated

y Order No. R-6183 should be continued in full force and sffect

ntil further order of the Division.

1T 1S THEREFORE ORDERED:

-

i
| (1) That the Special Rules and Regulations governing the

Red Hills-Devonian Gas Pool, Lea County, Naw Mexino, promulgstad S
y Order No. R-6183, are hersby continued in full force eand s
ffect until further ordeér of the Division. 3
T

of this cause is retained for the

(2) Th at jur{adi- ion
ders as the Division may deem neressary.

i c
ntry of such further o

DAONE at Santa Fe, New Mexico, on the day and year heroin-
s designated.

STATE OF NEW MEXICO
IL CONSERVATY DIVISION

AMEY
Dirsctor

e
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- 1 STATE OF NEW MEXICO ‘
ENERGY AND MINERALS DEPARTMENT
2 OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
3 ' SANTA FE, NMEW MEXICO
' 11 February 1981
4
EXAMINER HEARING
! s
| |
| s )
IN THE MATTER OF: )
7 | )
i Case 6670 being reopened and pur- )"
S 8 . suant to the provisions of Order ) CASE
g ! No. R-6183. ) 6670
E 9 )
‘ . _ 10 BEFORE: Richard L. Stamets
11
D o TRANSCRIPT OF HEARING
"
- APPEARANCES
16
I For the 0il Conserwvation -Ernest L. Padilla, Esg.
7 Division: : Legal Counsel to the Division:
_ State Land Office Bldg.
. . Santa Fe, New Mexico 87501
19
2 For the Applicant: W. Thomas Kellahin, Esq.
KELLAHIN & XELLAHIN
2 - 500 Don Gaspar v
Santa Fe, New Mexico 87501
2
B | For HNG 0il Company: , William F. Carr, Esg.
R 2 Jefferson Place
! Santa Fe, New Mexico 87501
- ]
i
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STEVE SALMON

STATEMENT

Applicant
Applicant
Applicant
Applicant
Applicant
Applicant

Applicant

Direct Examination by Mr. Kellahin

Cross Examination by Mr., Stamets

BY MR. CARR

A = A Lre i

Exhibit One, Map

_En}hibit Two, Map

Exhibit Three, Cross Section
Exhibit Four, ITabulatién
Exhibit Five, Graph |
Exhibit Six, Tabulation

Exhibit Seven, Graph
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being called as a witness and being duly sworn upon his oath}

R ROB

MR. STAMETS: Call next Case 6670.

MR. PADILLA: In the matter of Case 6670
being reopened and pursuant to the provisions of Order No.
R-6183, which order promulgated temporary special rules and

regulations for the Red Hills-Devonian Gas Pool in Lea County

New Mexico.

MR. KELLAHIN: I'm Tom Kellahin of Santa
Fe, New Mexico, appearing on behalf of BTA 0il Producers,

and I have one witness.

MR. CARR: Mr. Examiner, I'm William

|98 e R

F:WAarr; with the law fiyrm Campbell, Byrd, and Black, Santa
Fe. I'm appearing on behalf of HNG 0il Company.

MR. PADILLA: Mr, Carr, do you have

any witnesses?
MR, CARR: At this time we do not inteng

to call a witness. B

(witness sworn.)

STEVE SALMON

testified as follows, to-wit:




1 4

2 DIRECT EXAMINATION

3 BY MR. KELLAHIN:

4 Q Mr. Salmon, would you please state your

S name and occupation?

6 A My name is Steve Salmon. I'm employed

? by BTA 0il Producers as a petroleum engineer, and have been

8 employed by BTA 0il Producers as a petroleum engineer for

9 approximately ten years, and I have testified before the New
10 Mexico Conservation Division before.

11 0 Mr. Salmon, you testified in the previou?
2 | hearing that resulted in Order R-6183, dld you not, sir?
_13 A Yes, I did.

14 . Q The pool rules for the Red Hills-Devoniah f
15 Gas Pool resulted from a hearing brought your company, did |
16 it not?

17 A Yes, they did.

18 0 And pursuant to the call of this hearinq
19 today, have you made a study of the Red Hills-Devonian Gas

20 Pool?

21 A Yes, I have.

2 0. And have you pfepared certain exhibits

23 with regards to your testimony?

4 A : I have prepared exhibits with the

25 assistance of one of our development geologists. He:worked
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under my direction in preparing the maps.
0 All right, sir.
MR. KELLAHIN: We tender Mr. Salmon as
an expert petroleum engineer. |
MR. STAMETS: He is considered qualified
0 Mr. Salmon, would you turn to what

narked as BTA Exhibit Number One and identify that for

A Yes. This is a structure map. The lineﬁ
are based on top of the Devonian. This, with a few minor. .
changes in ownership and the addition of one Wolfcamp’gas
Qell, is essentially the same exhibit présented during the
September, 1989, field rules hearing.
The scale is one inch equals‘40b0‘feet.
The contour is 50 fget}
There is one producing Devonian well,
BTA's 7811 "JB-P" Rojo Well No. 1, as indicated by the,red
dot in the approximate center of the map. This well is 660
feet from the north and west lines of Section 27, Township
25 South, Range-33 East. |
0. What's the acreage dedicated to that
Devonian well, Mr. Salmon?

A All of Section 27 is currently devoted

to that well. This is covered under three separate leases




which BTA has.

~

3 Q Are there any other Devonian gas wells

4 in this pool?

5 A No, there are no other producing Devonian {
6 wells. There are two other wells on the map that have pénéw 1
7 trated the»Dévonian and we'li discuss each of them later on.

8 0. all right, sir.

9 A Field>iimits on this map are governed

10 by the gas/water contact which is shown .byithecddashed blue ]

11 line at -14,180 feet.

12 A cross section trace A-A' is shown on

13 | this mapvgoing from the American‘Quasar Vaéa ﬁrawVUnit tdv )
14 the BTA Rojo Well No. 1, and the other Devonian penet:ation,, ’
i5 the Red Hills Unit No. 1 in Seéﬁibn 32 will aiso be on.the‘Ab-

16 cross section.
17 There are also four Wolfcamp wells, four
18 producing Wolfcamp wells:‘as shown by the blue dots on this
19 exhibit, which don't really enter into this hearing.

20 ‘ 0. All right, sir, would you turn to Ex-

21 hibit Number Two and identify that?

22 A Yes. This is a producing field map to

3 show the position of the Red Hills-Devonian Field with otbe;
24 Devonian fiells in the area. |

25

" The DEvonian Fields are coléred in yel{fr
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on the map. The field names are highlighted in blue.

0 Would you identify for us which of the
Devonian Pools in the area are spaced upon 640 acres?

A Yes. BTA's Red Hills Unit is shown as
the southernmost field, Devonian field, in this part &f New

Mexico. The Antelope Ridge Field -- the Antelope Ridge-

" Devonian, which is approximately 11.4 miles to the north and

slightly cast is on 640-acre spacing. And just to the north
and slightly west of that ffél@ the Bell Lake North-Devonian
Field is on 640 acres.

0. All right, sir, would you tu;n to Exf

hibit Number Three, which I believe is your cross section?

A Yes.
0. Would you identify that for us?
A Okay, this is a cross section showing

the three Devonian penetrations. This again is essentially
the same exhibit that was presented as Exhibit Four in the
September 19th, 1979, field hearing. A trace of this cross
section,as’discussed earlier, is shown on the Exhibit One.
On the lefthand side of the map is the
American Quasar Vaca Draw Well No, 1. This well perforated
the Devonian down to the bottom perf of ﬁhe suhsea of’—14,187
feet. ;?his perforation flowed_gés at 4 million cubic fget

a.

per day, decreasing to 750 Mcf per day with slugs of water,
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‘indicated it made some water during that test but it was

" whatever, and it was & very short duration test. The well

11th, 1979, with 2,667 Mcf per day.

(¢

and was plugged before it went on production.

The drill stem tests are shown just to
the right of the log and DST number two recovered gas at
1.7-million cubic feet per day and recovered 120 feet of
drilling mud. It bottomed at -14,217 feet.

The Red Hills Unit No. 1 just to right
of that weil was perforaﬁedméhdialso had some drill stem‘

tests run on it. The perforation that the ~- the top two

sets of perforations shown on the log, highlighted in yellow,

flowed 10.4-million cubic feet per day. In discussing this

well with a Mr. Hughes with Union, he said thattheir records
not identified as the load water or the formation water or

was then plggged back and completed in the Wplfcamp.

The drill stem shown just to £he right
of the log all recoverd gas and sulphur water.

The one producing well in the field is
shown on the righthand side of thé map, the BTA Watérhole
Well No. 1, it was perforated down to a sSubsea of =14,146

feet énd went on line -- went on production on December the

The well did have three drill stem testT

as shown on the -- to the right of the log and these -~ the

TN IR L e S 2 e e L e e
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9
lower drill stem test recovered gas with no water.
0. All right, Mr. Salmon, would you turn
to Exhibit Number Four and identify that for us?
O Exhibit Number Four is a pro@uction tab-

ulation for the Waterhole Well No. 1. The left column indi-

cates the date, month, and year for the production. The

center column is gas sold, and the righthand column is barrel#

of water per month.

Qur next Exhibit, Exhibit Number Five,
is a graﬁh on semilog paper of this data. As you can see,
the well declined rather rapidly the first few months it was
oﬁ‘éfaé;;tiégpy‘;ﬁé last three ofrféﬁ; mogghs it appears to
have flattened out considerably.

Also, on the bottom, the bottom curve
is the barrels of water per month, and as you can sée, it
increased rapidly but in the last three or four months appearp
to have also leveled off.

The well has made through December . 1980,
just over 1 Bcf of gas.

0. All right, sir, would you turn to Ex-
hibit Numﬁer Six and discuss that for us?
A Yes. Exhibit Six is a tabulation of

the pressure information available on the BTA 7811 Waterhole

Well No. 1.
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Ppressure on 24-hour test was=48527§6ﬁnd${”

10

The initial shut~in tubing pressure oﬁ
June the 23rd, 1979, was 5744 pounds on a 77-1/2 hour shut-
in. The bottom hole pressure measured in conjunction with
the shut-in tubing pressure was 7671 poﬁnds.

The well was shut-in for mainly a shut-

in test on September the 11th, 1980, and the shut-in tubing

To have consistent numbers to plot,
since we didn't have a measured bottom hole pressure on both
shut-in, I calculated the bottom hole pressure from the
tubing pressure using thé New Mexico stepwise méthod, and
these are shown in about the middleréoiﬁmh.

Just to the right of‘that ie the hobiom
hole pressure over Z, based on the calculated pressure and
cumulative at the time the test was taken.

0. Do you have any other pressure tests

on this well, Mr. Salmon?

A. No, this is ali the pressure tests that
we have,
Q0 All right, sir.
Would you identify for us Exhibit Numbex
Seven?

A Yes. Exhibit Number Seven is a graph

g i madais

of the bottom hole pressure over % calculated in the previoug

gt g s
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"to the Y, the gas recovery expected to 750 psi would be

11
xhibit versus cumulative production. The two on the graph
are indicated on the lefthand side of the graph by the X's,

Drawing a line between these two poirts and extending it down

8.64 Bcf with gas in place in the recovery area, 9.79 Bef.

0 In your testimony in September of '79
from which the original 640-acre spacing rules were adopted,
what was your estimate of the recoverable gas reserves attri-
butable to. this well at that time?

A We estimated that in a 640-acre drainage
area, and 1 beliéve it was ente:ed into the record at that
fime, was 8.2 Bof per 640Wééféé} 7&ﬁiéhééﬁpéreé very féVof;””

abhly +o the & 6 Bof recovery in

dicated by the bhottom hole
pressure over %Z versus cumulative graph, and we feel that
this is proof that one well can drain at least 640 acres,

Now, I would like to add that since BTA
Well No. 1 was making some water,'it is possible that this
water could increase and the well might not actuaily'get
this recovery, but if the water -- if the well does not
water out, it should get 8.6 Bcf.

0. Why have you used an abandonment pressuxze

of 750 psi?

A The abandonment pressure that you use

is at best a guess, and this is what we feel like we could
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drain the reservoir to if our water encroachment does not
get to us.

0. You've plctted the two pressure points
-on the upper lefthand side of your P/Z curve. Would youv
discuss that for us for a moment to determine whether in your
bpinion the lines drawn through those pressure points repre-
sent a conservative estimate or an optimistic estimate of
potential recoverable reserves?

A I would say that they represent a con-
servative estimate. There are seyeral things that could

enter into this pressure data. One is that if we have water

loading dp in the tubing during the shut-ins, it would tend

to make the pressure higher, and since the water production
came up sincevthe initial production, this would affect the
second point more than the first, and it could be that the
second point's pressure would be slightly higher.

Also, if you look at the amount of re-
covery prior to these shut-ins and the time they were shut-
in, the first pressure being shut-in 77~1/2 hours, the
second survey béing a 24-hour shut-in, if they aren't built
up all the way you'd expect that the second one would be
built up less close to the reservoir pressure than the first"

one.,

So anything-that could affect this pres-
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2 sure data would tend to increase the gas in place and re-
3 covery rather than decrease it.
4 0 Mr. Salmon, what was the total cost of
completing this Devonian test?
6 A, Well, this well was drilled through the
7 ’ Devonian and went deeper than éhe Devonian, and actually its
8 cost would not be very reflective of the actual Dévonian
9 cost.
10 0. Can you give us your opinion as to what
11 the Devonian cost would be for a well to test the Devonian
12 formation? {
\T“ 13 A, Well, at the preﬁiousrhearing werhad an %
14 sstimatc of approximately $3.3-million. I have noct updated 5
15 this estimate prior to this hearing and it would probably be
16 $3.3-million plus approximately 15 percent for inflation é
]
17 since the previous hearing,
18 _ Q. In your opinion are the economics of
19 drilling a Devopian test now such that they would support
20 the drilling of wells based upon closer than 640 acres?
21 A | No, I don't believe it would. If the
22 well costs at the time of the previous hearing, drilling on
23 320 acres would have resulted in a return of investment of
. 24 'approximately 2-to~1, which we fegl like would not justify
- 25 the risk of drilling a Devonian well to‘fhis reservoir, and

e,
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the economics would not have changed appreciably since then.

0. The special rules adopted by the Commis-
sion for this pool provide for well locations where, Mr.
Salmon?

A It provides for 640-acre units. It
provides for well location 1650 feet from the outer boundary
and no nearer than 330 feet to any governmental guarter
éuarter sectioh;

0. Do you have any recommendations,to the
Examiner with regards to the well location provisions of the
rules? s

A Yes, we would like to see the spacing

0. You doﬁ't mean the spacing, do you?

A No, the distance from the outer boundary
changed to allow‘a'well 660 feet from the outer bounéary.
This is in line with the recommendations we made previously.

Q That was your same recqmmendaéion back

in September, '73?

A Yes, it is.

") And upon what do you base that recom-
mendation?

A ’ Well, as was seen in the exhibits, the

water productionuin the BTA well is increasing. This is on
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"to the lease will allow operators to position their wells to

)
th

Exhibits Four and Five. And we feel like the closer ' spacing

obtain maximum structural advantage and increase the ultimate
recovery from the field.

As you can see on Exhibit One, some of
the leases ~-—- well, BTA's well was substantially above the
gas/water contact and it is making water. If‘an operator
positioned his well at the highest possible structural‘posi-
tion on his lease, he can recover the reserves available on
his lease and due.to water encroachment he probably wiil not
attain an unfair advantage.

Q Mr. Saimon, weré Exhibits One through!
Seven prepared by you directly or compiled under your directi
and supervision?

A Yes, they were.

o In your opinion will the continuation
of 640-acre spacing for this particuiar'Devonian'pOOI.be in
the best interest of conservation?

h Yes, I believe it will.

0. Will it promote the prevention of waste
and the protection of correlative rights?

A Yes, I believe it will.

MR. KELLAHIN: That concludes our ex-—

amination of Mr. Salmon. W%We move the introduction ovaTA

3 .
g Bl

(3

L

e L") PPN I SE




&

v o

10
11
12

13

14
15

16

17
18
19

21
22

S A W

1980, 24~hour shut-in, and we feel that the getlogy shows it

16 -

exhibits One through Seven.
MR. STAMETS: These exhibits will be

admitted.

CROSS EXAMINATION
BY MR. STAMETS:
0. >Mr. Salmon, has BTA done any reservoir
limits tests in this well?
A No, we have not. The only pressure data
available is the initial pressure buildup, which did not

indicate a reservoir limits, and then the September the 1llth,

to be -~ essentially the way its drawn hete.
The Union Red Hills Unit down in Section
32 and our well, we feel like could be in the same reservoir,
and the only question in respect to -~ that I can see, would
be how far~to-the southeast the structure would actually go,
0. How was the gas/watér contact determinedb
A, Well, it was determined from just’a
compilation of the data shown on Exhibit Three, in that the
Vaca Draw Well, the American Quasar Vaca Draw Well was per-
forated actually seven feet below where I've shown the gas/
water contact to be, and it started makiﬁg water almost

immediately when they produced it.

FOEE N T PRI
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‘or all three drill stem tests from the Union well recovered

‘where they'd get gas and water, but we feel like =14,180 is

17
And the BTA well perforated down to

-14,146 feet. It was water-free initially.

Also you'll notice that all three exhibit

gas and water, which it's DST number two is completely below
the gas/water contact and it did recover some gas. There's

probably a transition vein, there may be 30 to 40 feet there

about as good a number as you can get from all the data
shown on Exhibit Three.

Q ' What would the the actual negative im-

p&ciAif ;;é;rgg»éTAvif-£gié 55;1 ﬁere to convert to 320-acre
spacing?
, well, thHe well that we
have in Section 27 is governed by three leases, and I believe
that the lease that covers the west half of the>section does
provide for a back-in. Yes, the lease on the west half of
the section, Texaco has a 9-1/2 percent overfiding réyalty,:
which is convertible to a 50 percent working interest,

BTA, the east half of the section is
also under lease to BTA and our interest there is slightly

better on the east half. The people involved in this sectionﬁ

in the east half, we have had discussions with them and at

one time had considered putting it on 320, but we feel that

s e o e T e em .
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2- it will drain 640. These people farmed out to us so we feel
3 like, you know, they should get their share of production
4 from this well.
S ] You'd be put in a position of you having
6 to drill a Well on the east half or letting the leases go?
7 A Yes, we would be, if the 640-acre rules
8 are not continued.
9 0 Would it be possible to run a reservoir
10 limits test on this well?
ii | A It would bhe possible. I don't really
12 think it would be very definitive. T feel like the proximity|
TS B to the gas/water contact, we'd probably see several things
14 happening in the pressure data with the gas/water contact
15 affecting the slope, it would p#ébaﬁiy negate any benefit
16 from a reservoir limits test. I don't think it would really
17 show a good number there.
18 Now BTA does want to do some more
19 drilling in the area and what's holding us up is that our
20 additional acreage is in Sections where other people also
2z have an interest and they haQe expressed a desire to see
2 more production on the BTA well before they make a decision
3 whetﬁef to join or farm out" We do have some indications
Q:} 24 that Texaco in Section 22 has almost_-v has made up -- or
25 is close to making up their mind, and so we feel like we will
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25 percent interest or on a farmout from Texaco with 100
percent working interest.

In Section.34 Texaco and Gulf would be
involved in drilling there, and they would probably not do
anything until afterua well is drilled in Section 22.

0 Looking ét Exﬁibit'Number One, it would
appear as though a 1650 location would allow you and the
other owners in the pool to more or less drill right on the
crest of this Devonian structure. Is there any real need
for a change to 660 spacing? |

A Well, in Section 22, T believe if you

drill a 1650-foot location you are going to be down structure|:

just slightly, though it would be almost on strike with the
existing well, which is already making some water, and we
would like to drill é wel1 closer to the lease line than that}
In Section 28 a 1650 location, while
BTA does not have an interest in that section, would allow

you to drill a'well essentially on the crest of the structuret

1
e b ine

MR. STAMETS: Any other questions of th31
witness? He may be excused.
Anything further in this case?

Mr. Carr?

MR. CARR: Mr. Examiner, HNG 0il Company
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is an interest owner in the ETA ijo No. 1 Well. This inter~
est arises from certain leases in the east half of Section
27.

HNG supports the application of BTA and
would like to call to the Examiner's attention that should
the spacing revert to 320-acres, they would be left in a
position where reserves from underneath their leases would
be drained and the only way they could protect against that
drainage would be by drilling a well whichﬂin all probability
would not be an economical well.

MR. STAMETS: Anything further in this
The case will be taken under advisement.

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S'.'R., DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a £ull, trué, and correct record of the hearing, prepa;red

by me to the best of my ability.
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! STATE OF NEW MEXICO
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OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, MEW MEXICO
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suant tc the provisions of Order
R~-6183, -
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William F. Carr, Esq.
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Jefferson Place ‘

Santa Fe, New Mexico 873501
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‘Fé. I'm appearing dn behalf of HNG 0il Company .
14

MR, STAMETS: Call next Case 6670,

MR, PADILTA: Tn the matter of Case 6670
being reopened and pursuant to the provisions of Order No.
R-6183, which order promulgated temporary special rules and

requlations for the Red Hills-Devonian Gas Pool in TLea County

New Mexico.

MR, KELLAHIN: I'm Tom Kellahin of Santa
Fe, New Mexico, appearing on behalf of BTA 0il Producers,

and I have one witness.

MR, CARR: Mr. Examiner, I'm William

F. Carr, with the law firm Campbell, Byrd, and Black, Santa

MR, PADILLA: Mr. Carr, do you'have

any witnesses?

MR, CARR: At this +ime we do not intenq

to call a witness.

(Witness sworn.)

STEVE SALMON
being called as a witness and being duly sworn upon his ocath

testified as follows, to-wit:
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DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Mr. Salmon, would you pleasc state your
name and occupation?r

A My name is Steve Salmon. I'm employed
by BTA 0il Producers as a petroleum engineer, and have been
employed by BTA\Oii Producers as a petroleumvengineef for
approximately ten years, and I have testified before the New

Mexico Conservation Division before.

0. Mr, Salmon, you testified in the previoup"

hearing that resulted in Order R-6183, did you not, sir?

A Yes, X did.

0 The pool rules for the Red Hills-Devonial

Gas Pool resulted from a hearing brought your company, did

it not?

A Yes, they did.

0. And pursuant -to the call of this hearini

today, have you made a study of the Red Hills~Devonian7Gas
Pool?

A Yes, I have.

0 and havé you prepared certain exhibits
with regards to your testimony?

A I have prepared exnibits with the

aesistance of one of our development geologists. lie worked
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we've marked as BTA Exhibit tiumber One and identify that for

changes in ownership and the addition of one Wolfcamp gas

under my direction in proparing the maps.
0 All right, sir.
MR, KLLLAHIN: We tender Mr. Salmon as
an expert petroleum engineer.
MR. STAMETS: He is= considered gualified

0. Mr. Salmon, would you turn to what

us?
A Yes. This is a structure map. The line‘

are based on top of the Devonian. This, with a few minoxr -

li' is essentially the same exhibit presented during the N

September, 1989, field rules hearing.

Y 1 rrve o

e e a1
The scale 1s onc inch sguals: 400

The contour is 50 feet.
There is one producing Devonian well,

BTA's 7811 "JB“P" Rojo Well No. 1, as indicated by the red
dot in the approximate center of the map. This well is 660
feet from the north and west lines of Secfioﬁ 27, Township
25 south, Range 33 East.

0 ' What's the acreage‘dediCated to that
Devonian well, Mr. Salmon?

A All of Section 27 is currently devoted

to that well. This is covered under three separate leases

ok
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- 2 which BTA has.
3 0 Arae there any other Devonilan gas wells
4 in this pool?
5 ‘ A No, there are no other produciﬁé Devonis*
6 wells. There are two other wellsg on the map that have pene-
7 trated the Devonian and we'llydiscuss'eachwaf them later on.
8 0 ALl right, sir,
9 A Pield 1limits on this ﬁap are governed
! 10 by the gas/water contact which is shown‘byfﬁhe#dEShed blue
11 line at -14,180 feet.
g LS A ocross section trace A-A' is shown on
>:“f‘w’: ;ALAifj“~~x "‘33: ;~£hi$ ﬁap going from the American Quasaf Vaca Draw Unit to
| i4 the BTA Rojo Well No. 1, and.the other Devonian penetration, ‘g
15 | the Red Hiils Unit Na, 1 4n Santion 22 231 3135 Yo on the -ﬁ
16 cross section. 5
17 : There are also four Wolfcamp wéils, four §
18 producing Wblfé&ﬁp‘wellsxas shown by the blue dots or this é
19 exhibit, which éon't really enter into”thisvhearing. |
v I Q All right, sir, would yon turtho Ex-
21 | hibit Number Two and identify that?
2 A Yes. This is a producing field map to
23; " show the position of the Red Hills—DeVonian“Field with other
- 24 'Devonian fhﬂdﬁ in the area.
", v :
25 "‘The DEvonian Filelds are colored in yel;qf
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on the map. The field names arc highlightéd in bluc.

N Would you identify for us which of the
Devonian Pools in the areca arc spoced upon 640 acres?

A Yes. B7TA's Red !1ills Unit is shown as
the southernmost field, Devonian field, in this part of New
Mexico. The.Antelope‘Ridge Fie}d -- the Antelope Ridge-
Devoﬁian; which is approximately’il.4 miles to the north and
slightly east is on €40-acre spacing. And just tp the north
and élighﬁly west of that field the Beil Lake Néfth»Devénian
Field is on 640 acres.

0 All right, sir, would you turn to Ex-~

hibit Number Three, which I believe is your cross section?

A Yes.,
o Would you identify that for us?
A Okay, this is a cross section showing

the three Devonian penetrations. This again is essentially
the same exhibit that was presented as Exhibit Four in the
September 19th, 1979, field hearihg. A trace of this cross
section,as discussed earlier, is shown on the Exhibit One.
On the lefthand side of the map is the

American Quasar Vaca Draw Well No. 1. This welllperforated

the Devonian down to the bottom perf of the subsga of_—l4,18%

feet. This perforation flowed gas at 4 million cubic feet

per day, decreasing to 750 Mcf per day with slugs of water,

AT
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and was pluggad bhafore it went on proddééinn.

The Arill =stem tests are shown just to
the right of the log and DST number twn recovered qas at
1.7-million cubic feet per davy and recovered 120 Faet of
drilling mud. It bottomed at -14,217 feeat.

The Red Hills Unit No. 1 just to right
of that well was nerforated and also had some drillkgfem
tests run on it. The nerforation that the -~ the top two
sets of perforations shown on the log. highlighted in yellow,
flowed 10.4-million cubic feet per day. In discussing this
well with a Mr. Hughes with Union, he said thattheir records
indicated it made some water during fhaé téét bﬁﬁ iﬁ-was
not identified as the load water or the formation water or
Qbaté&er, and i£ ;ééwé veryvshoft dﬁraﬁi&ﬁ test. The well
was then plugged back and completed in the Wolfcamp.

The drill stem shown just to the rignt

. of the log all recovemwd gas and sulphuf water.

The one producing well in the field is
shown on the righthand side of the map, the BTA Waterhole

Well No. 1, it was perforated down to a subsea of -14,146

- feet and went on line ~- went on production on December the

llth, 1979, with 2,667 Mcf per day.
‘The well did have three drill stem tests

as shawn on the --~ to the right of the log and these --- the
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2 lower drill stem test recovered gas with no water.
3 0 ALl right, Mr. Salmon, would vou turn
4 to Exhibit Humber Four and identiify that for us?
S A Exhibit Dumbexr Four is a production tab-
6 ulation for the Vaterhole WWell lNo. 1. The left column indi-
7 cates the date, month, and year for the production. The
8 center column is ¢as sold, and the righthand column is barreis
9 of water ver nonth,
10 ' Our next Exhibit, Exhibit Number Five,
11 is a graph on semilog paper of this data. As you can see,
2 the well declined rather rapidly the first few months it was
B 3 on production. The last three or four months it appears to ’
4 _have flattened out considerably.
15 | Also, on the bottom,. the hottom curve l
16 is the barrels of water per month, and as you can see, it
17 increased rapidly but in the last three or four months appearh
1 to have also leveled off.
» The well has made through December 1980}
20 just over 1 Bc¢cf of gas.
2 0 All right, sir, would'you turn to Ex-
2 hibit Number Six and discuss that for us?
23 A Yes. Exhibit Six is a tabulation of
oy A the pressure information available on the BTA 781l Waterhole
) . ,
Well No. 1.

R e N PRy
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The initial shut-in tubing pressure on
June tne 23rd, 1979, was 5744 pounds on a 77-1/2 hour shut-
in, he bottom hole pressuretmcasured in conjunction with
£he shut~in tublng pressure was 7671 pounds.,

The well was shut-in for mainly a shut-
in test on September the llth, 1980, and the shut-in tubing
pressure on 24-hour test was 4852 pounds. |

To have consistent nuwubers to plot,
sihce we didn't haveﬁa measurcd Lottom hole pressure on both
shut-in, I calculated the bottom hole pressure from the
tubing pressure using the Hew Mexico stepwise method, and
these are shown in about the middle column.

Just to the right of that is the bottom
hole pressure over Z, based on the calculated pressure and
cumulative at the time the test was taken.

Q Do you have any other pressure tests

on this well, Mr, Salmon?

A No, this is all the pressure tests that
wve have.
Q All right, sir.
Would you identify for us Exhibit Numbex
Seven?

A Yes. Exhibit Number Seven is a graph

PRTTTY T T v

of the bottom hele pressure over 7 calculated in the previq&ﬁ
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time, was 8.2 Bof per 640 acres. This compares very favor-

11
cxhibit versus cumulative production. The two on the graph
arc indicated on the lefthand side of the graph by the X's.
hrawing a line between these two noints and extending it down
to the ¥, the gas recovery exnectaed to 750 psi would be
8.64 Bcf with gas ian place in the recovery area, 9.79 Bef.

0 In your testimony in September of '79
from which the orxiginal 540-acre snacing rules were adopted,
what was your estimate of the recoverakhle gas rescrves attri-
butable to this well ot that time?

A e estimated that in a 640-acre drainage

are¢a, and I believe it was entered into the record at that

ably to the 8.6 Bcf recovery indicated by the bottom hole
pressure over 2 vérsus cumulatiﬁe gtaﬁh;raﬁd»wehéééi»thaf
this is proof that one well can drain at least 640 acres.
Now, I would like to add that since BTA

Well No. 1 was making some water, it is possible that this
water could increase and ﬁhe well might not actually get
this recovery, but if the water ~- if the well does not
water out, it should get 8,6 Bcf.

0 Why have you used an abandonment pressure
of 750 psi?

A The abandonment pressurc that you use

is at best a quess, and this is what we feel like we could
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A‘to make the pressure higher, and since the water production

12
drain the rescrvoir to if our water encroachment does not

get to us.

0 You've plolied the two pressure points

on the upper lefthand side of vour »/7 curve. Wonld you
digcuss that for us for a moment to deteraine whether in your

opinion the lines drawn through those pressure points repre-

sent a consexrvative estimate or an optimistic estimate of
potential recoverable resorves?

A I would say that they represent a con-

servative estimate. There are several things that could

enter into this pressure data. One is that if we have water

loading up in the tubing during the shut-ins, it would tend

. . - & . 4 .
came up since the initial production; this would affect the

second point more than the first, and it could be that the

second point's pressure would be siightly higher.

Also, if you.look at the amount of re- .

covery prior to these shut-ins and the time they were shut-

in, the first pressure being shut~in 77 1/2 hours, the

second survey being a 24-hour shut-in, if they aren't built

up all the way you'd expect that the second one would be

built up less close to the reservoir pressure than the first

one.

So anything that could affect this pres-
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sure data would tend to increase the gas in place and re--

covery rathner than decrecase it.

0, Mr. Salmon, what was the to£al cost of
completing this Devonian test?

A “Well, this well was drilled through the
Devonian and went deeper than the Devonian, and actually i£s
cost would not nho very reflactive of the actual Devonian
cost.

n Can yéu give ﬁé jéﬁ%méﬁinion as to what
the Devonian cost would be for a well to test the Devonian
formation?

A | N wéll, atrﬁhe previous hearing we had an

estimate of approximately $3.3-million. I have not updated

this estimate prior to this hearing and it would nrobablv bha

$3.3-million plus approximately 15 percent for inflation
since the previous hearing. |

Q. In vour opinion are the economics of
drilling a Devonian test now such that they would support
the drilling_of wells based upon closer than 640 acres?

A Mo, T don't believe it would. If the
well costs atbthe time of the previous hearing, drilling on
320 acres would have resulteéd in a return of investment of
approximately 2-to-1, which we feel like wouid not justify

the risk of drilling a Devonian well to this reservoir, and
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the cconomics would not have changed avpreciably since then.

0 The special rules adopted by tie Commig-
sion for this pool provide for well locations where, Mr.
Salmon?

A, It provides foxr G640--acre units. It
provides for well location 1650 feet from the outér‘boundary
and no nearcr than 330 feet to any governmental quarter
guarter section.

0 Do you have any recommendations to the

Examiner with regards to the well location provisions of the

_rules?

A Yes, we would like to see the spacing
changed to allow a well within -~

0 You don't mean the spacing, do you?

A Mo, the distance from the outer_boundary
changed to allow a well 660 feet from the outer bkoundary.
This is in line with the recbmmendationsrwe made previously,

Q. That was your same recommendation back

in September, '79?

B, Yes, it is.

0. | And upon what do you base that recom-
gandationé
| A ¥ell, as was seen in the exhibits, the

water production in the BTA well is increasing. This is on
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‘Exhibits Four and Five. And we feel like the closer spacing

to the lease will allow operators to position their wells to
obtain maximum structural advantage and increase the ultimate
recovery from the field.

As you can see on Exhibit One, some of
the leases -~ well, BTA's well was substantially above the
gasfwater coniacCi and it is nakiﬁg vaters I an operator
positioned his well at the highest possible structural posi-
tion on his lecase, he can recover the reserves available on
his lease and due to water encroachment he probably will not
attain an unfailr advantage.

0. Mr. Salmon, were Exhibits One through
Seven prepared by you directly or compiled under your directis
and supervision? |

A. Yes, they were.

143 In your opinion will the continuation
of 640-acre spacing for this particular Devonian pool be in
the best interest of conservation?

A Yes, I believe it will.

0 Will it promote the prevention of waste-
and the protection'of correlative rights?

A | Yes, I believe it will.

MR. KELLAHIN: “hat concludes our ex-

P

amination of Mr. Salmon. We move the introduction of BTA
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BY MR. STAMETS:

“to be -~ essentially the way its drawn here,

exhibits One through Seven.
MR, STAMIMTS:  These exhibits will be

admitted.
CROSS FEXAMINATION

¢ _ Mr. Salman, hae BTA Jone any reservoir
limits tests in this well?

1 ' Mo, we have not. - The only pressure data
available is the initial pressure buildup, which did not
indicate a reservoir limits, and then the September the llth,

1980, 24-hour shut-in, and we feel that the geology shows it

. The Union Red Hills Unit down in Sectionl =

32 and our well, we feel like could be in the same reservoir,
and the only question in respect to ~~ that I can see, would
be how far to the southeast the structure would actually go.
0. How was the gas/water contact determined
A, Mell, it was determined from just a
compilation of #he data shown on Exhibit Three, in that the
Vaca Draw Well, the American Quasar Vaca Draw Well was per-
forated actuvally seven feet below where I've shown the gas/

water contact to be, and it started making water almost

immediately when they produced it.




R 2 R

a W N

10
1
12
13
14
15
16
17
18

19

21
22

b

17

And the BTA well nerforated down to
-14,146 feet. It was water-free initially.

Also you'll notice that all three exhibif
or all three drill stem tests from the Union well recovered
gas and watexr, which its DST number two is completely below
the gas/water contact and it aid reco#er some gas. There's
probably a transition vein, there may be 30 to 40 feet there

where they'd get gas and water, but we feel like =14,180 is

shown on Exhibit Three.

0. What would the the actual hegative im
pact if &ny, on BTA if this pool were to convert to 320-acre
spacing?

A Okay. We feal, wall, the well that we
have in Section 27 is governed by three leases, and I believe
that the lease that covers the west half of the section does
provide for a back-in. Yes, the lease on the west half of
the section, Texaco has a 9-1/2 percent overriding royalty,
which is converﬁ*ble to a 50 pefcent working interest.

BTA, the east half of the section is

(1]

also under lease to BTA and our interest there is slightly

better on the east half. The people involved in this section

in the east half, we have had discussions with them and at

one time had considered putting it on 320, but we feel that

o el

Ps-— :
i
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it will drain 640. These people farmed out to us so we feel
like, you know, they should get their share of production
from this well.

Q You'd ke put in a position of you haVing
to drill a well on the cast half or letting the leases go?

A Yes, we would be, if thé 640-acre rules
are not continued,

0. Would it be nossible to run a reservoir
limits test on this well?

A It would be possible. I don't really
think it would be very definitive. I feel like the proximity
to the gas/water contact, we'd probably see several things
happening in the pressure data with the gas/water contact
affecting the slope, 1t would probably negate any benefit
from a reservoir limits test. I don't think it would really
show a good number there.

Now BTA does want to do some moxre
drilling in the area and what's holding us up is that our
additional acreage is in Sections where other people also
have an interest and they have expressed a desire to see
more production on the BTA well before they make a decision
whether to join or farm out. We do have some indications

that Texaco in Section 22 has alwmost - has made up -- or

is close to making up their mind, and so we feel like we wilj

DR R
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be drilling an additional well in Section 22, either with a
25 percent interest or on a‘farmout from Texaco with 100
percent working interest, |

In Section 34 Texa&o and Gulf would be
involved in drilling there, and they would prokably not do
anything until after a well is drilled in Section 22.

0 Looking at Exhibit Number One, it would
appear as though a 1650 location would allow you and the
other owners in the pool to more or less drill right on the
crest of this Devonian structure. Is thexre any real need
for a change to 560 spacing?

A, ' Well, in Section 22, I believe if you
drill a 1550-foot location you are going to be down structure
just slightly, though it would be almost on strike with the
existing well, which is already making some water, and we
would like to drill a well closer to the lease line than that

In Section 28 a 1650 location, while

BTA does not have an interest in that section, would allow

you to drill a well essentially on the crest of the structuref

MR, -SWAMETS: Any 6ther guestions of the
witness? He may be excused,

Anything further in this case?

Mﬁ. Carr?

MR. CARR: Mr, Examiner, HNG 0il Company

-
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20
is an interest owner in the BTA Rojo No, 1 Well, This inter-
est arises from certain leases in the east half of Section
27,

HNG supports the application of BTA and
would like to call to the Examiner's attention that should
the spacing revert to 320-acres, they would be left in a
position where reserves from underneath their leases:would
be drained and the only way ihey could protect against that
drainage would be by drilling a well which in all probability
would not be an economical well. _

'MR. STAMETS: Anything further in this
case?

The case will be taken under advisement,

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HERERY CERTIFY that
the forégoing Transcript of Hearing -before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, trué, ‘and corréct record of the heéring, prepared.

by me to the best of my ability.
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EXHIBIT §

CASE 6670

PRODUCTION TABULATION

BTA OIL PRODUCERS

7811 JV-P Rojo No. 1

MO - YEAR GAS SALES BARRELS
T MCFPM ‘ WATER PER MONTH
DEC. 79 81,756 162
JAN. 80 97,719 186
PEB. 80 92,97 g
MAR. 80 | 99,556 186
APR. 80 89,629 _ 261
) MAY 80 : 85,547 | 218
JUNE 80 76,324 296
JULY 80 73,627 440
AUG. 80 74,820 500
‘ 'SEP. 80 61,088 500
OCT. 80 71,188 600
~ NOV. 80 B 67,576 510
_ DEC. 80 .&Q.202 . RS £22

CUMULATIVE 1,041,055

2/11/81
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BEFORE EXAMINER STAMETS
OIL CONSERVATION DIVISION

BTA exvmirNno_ &/
CASZNO.___hfD o

Submittad by
Hearing Date_ 9\'/,1 /6’/
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EXHIBIT 5

CASE N® 6670

2/11/8
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EXHIBIT 6
CASE NO. 6670

’ PRESSURE DATA

BTA OIL PRCDUCERS

7811 JV-P RoJo No. 1

Date Hrs. SITP BHP (1 BHP (1 BHP/Z (1) Cux. '
. 51. PSI. "MEAS. Calc. Calc. MMCF
Psi, Psi. Psi. .
6-23-79 77.5 5744 7671 7656 6369 \ 00 ‘
& 9-11-80 24 4852 - 6624 5852 795

(1) e 17,468'

2/11/81

R ol e

BEFORE EXAMINER STAMETS
| OIL CONSERVATION DIVISION
. R7_A__EXHIBIT NO. Q
caszno.__ (b0
Suhmittzd by
Hearing Da_'z'e 3/1- /ﬁfl
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S | —~ vl - STATE OF NEW MEXICO .
ENERGY AND MINERALS DEPARTMENT
2 OIL CONSERVATION DIVISIOH
STATE LAND OFFICE BLDG.
3 SANTA FE, NEW MEXICO
14 January 1981
4
EXAMINER HEARING
H 5
¢ )
IN THE MATTER OF: )
: 7 1 - )
. | Case 6670 being reopened and pur- )
8 ! suant to the provisions of Order No. ) CASE
| R-6183. ) 6670
9 : )]
10
BEFORE: Richard L. Stamets
11
i2
Q 3 TRANSCRIPT OF HEARING
1
"
APPEARANCES
16
16
For the 0il Conservation Ernest L. Padilla, Esq.
17 Division: Legal Counsel to the Division
State Land Office Bldg.
. 8 ‘Santa Fe, New Mexico 87501
. 19
20 .
For the Applicant:
21 |
2
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MR. STAMETS: We will call at this timé
Case 6670.

MR. PADILLA: In the matter of Case 6670
being reopened and pursuant to the provisions of Order No.
R-6183, which order promulgated temporary special rules and
regulations for the Red Hills-Devonian Gas Pool in Lea Countyﬂ
New Mexico; including a provision for 640-acre sgacing units.

MP. STAMETS: The interested parties in

this case request that the hearing be continued to the Februar

11th Examiner H=aring, and it shall be.

(Hearing concluded.)
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Rt. 1 Box 193-B

Santa Fe, New Mexico 87501
Phone (505) 455-7409

13

SALLY W. BOYD, C.S.R.

156

16

17

18

LJ

Page .

CERTIFICATE

I, SALLY W. 30YD, C.S.R.}-DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript

is a full, true, and correct record of the hearing, prepared

by me to the best of my ability.

Sty .oy CHE

I do hereby ceriify that the
1 & 1
e

a Coi b vy G

Qil Conservation Division
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8. suant to the provisions of Order No. ) CASE
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MR. STAMETS: We will call at this time
Case 6670.

MP. PADILLA: In the matter of Case 6670
being reopened and pursuant to the provisions of'ogder No.
R-6183, which order promulgated temporary special rules and
regulations for the Red Hills-Devonian Gas Pool in Lea County,
New Mekico, including a provision for 640~a§re épacing units,

MR. STAMETS: The interested parties in

this case request that the hearing be continued to the Februany

1lth Examiner Hearing, and it shall be;

(Hearing concluded.)
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CERTIFICATE

I, SALLY W. BOYD, C.S.Rﬂ, DO HEREPY CERTIFY that
the foregoing Transcript of Hearing before the 0il Conserva-
tion Division was reported by me; that the said transcript
is a full, true, and correct record of the hea;ing, prepared

by me to the best of my ability.

-,

———
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Qil Cunservat!on Division
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Examiner Hearing - Wednesday - February 11, 1981 Docket No. 5-8t

Si: Appiicacion of U & £ Uperators, Inc. for compulsory pooling, San Juan County, New Mexico.

Applicant, in the above-styled cause, seeks an ovder pooling all mineral interests in the Mesaverde
formation underlying the N/2 of Section 9, Township 30 North, Range LI West, to be dedicated to a
well to be drilled at a standard location in the NE/4 and a well to be drilled at a previously ap-
proved unorthodox location in the NW/4 of said Section 9. Also to be considered will be the cost of
drilling and completing said wells and the allocation of the cost thereof ss well as actual operating
costs and charges for supervision, designation of applicant as operator of the wells, and a charge
for risk involved in drilling said wells.

CASE 7152: Application of C & E Operators, Inc. for compulsory pooling and a non-standard proration um.t. San
Juan County, New Mexico. Applicant, in the above-styled cause, seeks an order poohng all mineral
interests in the Mesaverde formation underlying a 158.54-acre non-standard gas proration unit com-
prising the SW/4 of Section 9, Township 30 North, Range 11 West, to be dedicated to a well to be
drilled at a standard location thereon. Also to be considered will be the cost of drilling and
compieting said well and the allocation of the cost thereof as well as actual operating costs and
charges for supervision, designation of applicant as operator of the well, and a charge for risk
involved in drilling said well,

CASE 7153: Application of C & E Operators, Inc. for compulsory pooling and a non-standard proration unit, San
Juan County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral
interests in the Mesaverde formation underlying a 158.54-~acre non-standard gas proration unit com-
prising the SW/4 of Section 8, Tovmship 30 North, Range 1l West, to be dedicated to a well to be
drilted at a standard location thereon. Also to be considered will be the cost of drilling and
completing said well and the allocation of the cest thereof as well as actual operating costs and
charges for supervision, deiignation of applicant as operator of the well, and a charge for risk
involved in drilling said well.

CASE 7129: (Continued from January 28, 1981, Examiner Hearing)

Application of Koch Exploration Company for compulsory pooling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota
formation undérlying the N/2 of Section 28, Township 28 North, Range 8 West, to be dedicated to a
well to be drilled at a standard location thereon. Also to be considered will be the cost of
dnlhng and completxng saxd well and the allocation of the cost _thereof as well ac actual pperag-
i6ig codts ‘and charges for supervision, designation of applicant as operator of the well, and a
charge for nsk involved in drilling said well,

CASE 6670: (Continued from January 14, 1981, Examiner Hearing)

e ey .
In the matter of Case 6670 being reopened and pursuant to the provisions of Order No. R-6183 which
order promulgated temporary special rules and regulations for the Red Hillg-Devenicn Gas Pool in
Lea County, New Mexico, including 2 provision for 640-acre spacing units. Operators in said pool
may appear and show cause why the pool should not be developed on 320-acre spacing units.

CASE 7154: Application of Mobil Producing Texas and New Mexico, Inc. for designation of a tight formation, Rio

Arriba County, New Mexico. . Applicant, in the above-styled cause, seeks the designation of the
Mesaverde formation underlying portions of Townships 26 and 27 North, Ranges 2 and 3 West. contaiuing
13,920 acres, more or less, as a tight formation pursuant to Section 107 of the Natural Gas Policy
Act and 18 CFR Section 271,701-705.

CASE 7134: (Continued and Readvertised)

Application of Read & Stevens, Inc. for an unorthodox gas well location and two non-standard gas
proration units, Chaves County, New Mexico. Appllcant, in the above-styled cause, seeks approval
of two 160-acre non-standard proration units in the Buffalo Valley-Penasylvanian Gas Pool, the
first being the NW/4 of Section 13, Township 15 South, Range 27 East, to be dedicated to its
Langley "Com" Well No. 1 in Unit C, and the other being the NE/4 of said Section 13 to be dedicated
to a well to be drilled at an unorthodox location 1315 feet from the North and Cast lines of the
section. -

o S it 4 e n e s e e on e e e e - e
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Page 2 of 3

Exaniner Hearing - Wednesday - January 14, 1981

4
ASE 712

5:
CASE 7126:

CASE 7127:

e

T
:: CASE 6670:

CASE 7128:

CASE 7129:

CASE 7131:

CASE 7132:

CASE 7130:

Application of Western Uil Producers Inc, for the amendment of Order No. R-53%9, Lea County,
New Mexico. Applicant, in the above-styled cause, secks the amendment of Division Order Mo,
R-5399 to include production from all of the Peunsylvanian formations in its Amoco State Well
No. 1 at an unorthodox lozation in Unit M of Scction 28, Township 16 South, Range 33 East.

Application of Franks Petroleum, Inc., for an unorthodox gas well location, Lea County,

New Mexico., Applicant, in the above-styled cause, secks approval for an unorthedox location
1980 feet from the North line and 1315 feet from the West line, Section 3, Township 21 South,
Range 32 East, Hat Kesa-Morrow Gas Pool, the N/2 of said Section 3 to be dedicated to the well.

Application of Ellwade Corporation for amendment of Order No. R-6399, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment of Order No. R-639% which approved
a 129.52-acre non-standard gas proration unit comprising the W/2 of Section 33, Township 26
South, Range 30 East, for the Wolfcamp formation in the Ross Draw Area. Applicant seeks to
have said order alco apply to all formations of Pennsylvanian age. :

(Reopened and Readvertised)

In the matter of Case 6670 being rcopened and pursuant to the provisions of Order No. R-6183
which order promulgated temporary special rules and regulations for the Red Hills-Devonian
Gas Pool in Lea County, New Mexico, including a provision for 640-acre spacing units.
Operators in said pool may appear and show cause why the pool should not be develeped on
320-acre spacing units.

. Application of HNG Oil Company for pool creation, special pool rules, assigument of a discovery

allowable, and dual completion, Lea County, New Mexico. Applicant, in the above-styled cause,
seeks creation of a new Wolfcamp oil pool for its San Simon 6 State Comm. Well No. 1 located 1980
feet from the North line and 660 feet from the East line of Section 6, Township 22 South,

Range 35 East, with special rules therefor, including provisions for 160-acre spacing. Applicant
further seeks a discovery allowable for said well and approval for its dual completion to

produce oil from the Wolfcamp and gas from an undesignated Morrow pool thru parallel strings

of tubing.

Application of Koch Exploration Company for compulsory pooling, San .Juan County; New-Mexice,
Appiicarit, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota
formation underlying the N/2 of Section 28, Township 28 North, Range 8 West, to be dedicated

to a well to be drilled at a standard location thereon. 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, designation of applicant as operator of the well,
and a charge for risk involved in drilling said well,

Application of Read & Stevens, Inc. for an unorthodox gas well location and two non-standard gas
proration units, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks
approval of twe 160-acre non-standard proration units in the Buffalo Valley-Pennsylvanian Gas
Pool, the first being the SE/&4 of Section 12, Township 15 South, Range 27 East, to be dedicated
to its Trobough "A" State Com. Well No. l in Unit J, and the other being the NEf4 of said Section
12 to be dedicated to a well to be drilled at zn unorthodox location 1315 feet from the North

and East lines. of the section.

Application of Read & Stevens, Inc. for an unorthodox gas well location and two non-standard
gas proration units, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks
approval of two 160-acre non-standayrd proration units in the Buffalo Valley-Peansylvanian Gas
Poot, the first being the SE/4 of Section 1, Township 15 South, Range 27 East, to be dedicated
to its Trobough Com. Well No. 1 in Unit J, and the other being the NE/4 of said Section 1 to be
dedicated to a well to be drilled at an unorthodox location 1315 feet from the North and East
lines of the section.

Application of Read & Stevens, Inc. for an unorthodox gas well location and two non-standard
gas proration units, Chaves County, New Mexico. Applicant, in the above-styled cause, seeks
approval of two l60-acre non-standard proration units in the Buffalo Valley-Penasylvanian Gas
Pool, the first being the S5E/4 of Section 13, Township 15 South, Range 27 East, to be dedicated
to its Rose Well No. 1 located in Unit 3, and the other being the SW/4 of said Section 13 to be
dedicated to a well to be drilled at an unorthodox location 1315 feet from the South and West
lines of the section.
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STATE OF NEW MEXICO .
LNERGY AND MINERALS DEPARTMLENT
OIL CONSERVATION LIVISION

IN THE HMATTER OF THE HEARING
CALLED BY THE OIL COMNSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO, 6670
Order No, R-6183

APPLICATION OF BTA OIL PRODUCERS
POR POOL CREATION AND SPECIAL POOL
RULES, LEA COUNTY, NEW MEXICO,

ORDER OF THE BIVISION

BY THE DIVISION:

_ This cause came on for hearing at 9 a.m. on September 19,
1979, at Santa Fe, New Mexico, before Examiner Daniel S, Nutter.

NOW, on this day of November, 1575, the vivision
Director, havzng considered the testimony, the record, and the
recormendations of the Examiner, and being fully advised in the
premises,

FINDSs

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

(2) That the applicant, BTA 0il Producers, is the owner
of the 7811 JV~-P Rojo Well No. 1, located 660 feet from the
North line and 660 feet from the West line of Section 27, Town-
ship 25 South, Range 33 East, NMPM, Lea County, New Mexico.

(3) That said well was drilled at an unorthodox gas well
location approved by Division Order No. R-5905, dated January
16, 1979,

(4) That said well was completed in the Devonian formation
as a producihg gas well on June 29, 1979, with perforations from
17,420 feet to 17,515 feet.

{5) That the applicant herein seeks the creation of a new »

gas pool for said well and the promulgation of special rules
therefor, including a provision for 640-acre spacing with well
locations no closer than 660 feet to the outer boundary of the
unit.
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Case No., 6670
;Order Ho, R-6183

i (6) That the Devonlan structure and producing zone in
iiwhich the subject well is completed appear to be the same
Devonian structure and producing zone encountered by the Red
Hills Unit Well No. 1, located approximately 2.4 miles South-
; west of the subject well in Unit O of Section 32, Township 25
i South, Range 33 East, NMPM,

i (7) That although said Red Hills Unit Well No. 1 was
found to be capable of producing considerable quantities of

gas from the Devonian formation when tested in 1964, there was

no market available at the time for the type of gas produced

from said formation, and the Devonian perforations in said well

were squeezed and the well completed in the Wolfcamp formation,

from which it is still producing.

(8) That available data would indicate that the subject
Devonian reservolr is contained in a Northeast-Southwest trend-
ing anticline and that the productive area in said anticline
above the gas-water contact is probably no more than 3.75 miles
11 1ong and 1.25 miles wide,

(2) That conesidering the limited areal sxtent of ths res=
ervoir and the concomitant limited rese.ves contained therein,
combined with the high cost (over $3 million) of Devonian wells
to this depth (over 17,000 feet), it would seem proper to adopt
a well spacing and acreage dedication plan for the pool which
would preclude a proliferation of unnecessary and possibly
uneconomic wells such as might result without such a plan.

(10) That it appears that the most desirable plan for the
reservoir would provide for 640-acre spacing and proration units,
and with well locations at least 1650 feet from the outer bound-
ary of the unit but no closer than 330 feet to any interior
quarter-quarter section line.

(11) That creation of the Red Hills-Devonian Gas Pool and
development of said pool in the manner described in Finding No.
(10) above will protect correslative rights and not cause waste
and should be approved.

(12) That in order to prevent the econonmic loss caused by
the drilling of unnecessary wells, to avoid the augmentation
of risk arising from the drilling of an excessive number of
wells, to prevent reduced recovery which might result from the
drilling of too few wells, and to otherwise prevent waste and
protect correlative rights, temporary special rules and regula=-
tions providing for 640~acre spacing units should be provided
for the Red Hills-Devonian Gas Pool.
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Case Ho. 6670
Drder Mo, R-6183
i (13) That the temporary special rules and regulations
should provide for limited well locations in order to assure
orderly development of the poel and protect correlative rights.

‘[ (14) That the temporary special rules and regulations

should be established for a period of one year to allow the '

pperators in the subject pool to gather reservoir information

to establish the arsa that can be efficiently and economically
ained and developed by one well,

{ {(15) That this case should be reopened at an examiner
hearing in January, 1981, at which time the operators in the
1 should be prepared to appear and show cause why the Red
ills~Devonian Gas Pool should not be developed on 320-acre
spacing units.

{16) That the application for well locations 660 feet from
the outer boundary of the spacing and proration unit should be

éonied."

i
IT IS THEREFORE ORDERED:

{1) That a new gas pool for Devonian production, desig-
nated the Red liills~Devonian Gas Pool, is hereby orsated with
vertical limits comprising the Dsvonian formation and horizontal
1imits described as follows:

ZTOWNSHIP 25 SOUTH, RANGE 33 EAST, NMPM
Section )

Sactione 27 and 28: All

Bactions 32 and 33: All

(2) That temporary Special Rules and Regulations for the
Red lills-Devonian Gas Pool, Lea County, New Mexico, are hereby
promulgated as follows:

SPECIAL RULES ARD REGULATIONS
FOR THE
RED HILLS-DEVONIAN GAE POOL

RULE 1. EKach well completed or raecompleted in the Red
iills-Devonian Gas Pool or in the Devonian formaticn within one
mile thexoof, and not nearer to or within the limits of another
Eesignated Devonian gas pool, shall be spaced, drilled, operated,

nd produced in accordance with the Special Rules and Regulations
hereinafter set forth,
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‘Case No, 6670
‘Order No. R-6183

‘ RULE 2, = Each well shall be located on a standard unit
1contain1nq 340 acres, more or less, consiting of a governmental

rection.

i RULE 3., The Director of the Division may grant an sxcep-
\tion to the requirements of Rule 2 without notice and hearing

; hen an application has been filed for a non-standard unit and
:the unorthodox size or shape of the unit is necessitated by a
variation in the legal subdivision of the United Statss Public
Land Surveys, or the following facts exist and the following
brovisions are complied withs

(a) The non-standard unit consists of quarter-
quarter sections or lots that are contiguous
by a common bordering side.

(b) The non-standard unit lies wholly within a
governmantal section and contains less
acreage than a standard unit.

(c) The applicant present written consent in
the form of waivers from all offset operators
and from all operators owning interests in
the section in which the non-standard unit
is situated and which acreage is not included
in said non-standard unit.

{(d) In lieu of Paragraph (c) of this rule, the
applicant may furnish proof of the fact that
all of the aforesaid operators were notified
by registered or certified mail of his intent
to form such non-standard unit. The Division
Director may approve the application if no such
operator has entered an objection to the forma-
tion of such non-standard unit within 30 days
after the Director has received the application.

f
}

RULE 4. Each well shall be located no nearer than 1650
eet to the outer boundary of the section and no nearer than 330
feet to any governmental quarter-quarter section line.

vl

RULE 5. The Division Director may grant an exception to
the requlrements of Rule 4 without notice and hearing when an
# plication has been filed for an unorthodox location necessitated

by topographical conditions or the recompletion of a well pre-
Eiously drilled to a deeper horizon. All operators offsetting

he proration unit shall be notified of the application by
egistered or certificd mall, and the application shall state
that such notice has been furnished. The Director may approve
i
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‘Case No. 6670

:Prder No. R-6183

|

‘the application upon receipt of written waivers from all oper=-
ators offsetting the proration unit or if no objection to the

Bnorthodox location has been entered within 20 days after the
irector has received the application.

H IT IS FURTHER ORDERED:

(1) That the locations of all wells presently drilling

wE.o or completed in the Red Hills-Devonian Gas Pool or in the

jevoiiian tormaticn within one mile thereof are hereby approveéi
that the operator of any well having an unorthodox loéatien =

shall notify the Hobbs District office of the Division in writ-
ing of the name and location of the well on or before December

15, 1979,

(2) That, pursuant to Paragraph A. of Section 70-2~18,
NMSA 1978, contained in Chapter 271, Laws of 1969, existing
wells in the Red Hills-Devonian Gas Pool shall have dedicated
thereto 640 acres in accordance with the foregoing pool rulee;

wells may have non-standard spacing or proration units establiehed
&)V thea NDiviaion and dedicatad therats.
i
}L Failure to file new Forms C-102 with the Division
redicating 640 acres to a well or to obtain a non-standard unit
approved by the Division within 60 days from the date of this
Erder shall subject the well to cancellation of allowable.
ntil said Form C-102 has been filed or until a non-estandarad
unit has been approved, and subject to said 60-~day limitation,
each well presently drilling to or completed in the Red Hills-
evonian Gas Pool or in the Devonian formation within one mile
thereof shall receive no more than one-~half of a standard
Ellowable for the pool.

(3) That this case shall be recpened at an examiner
earing in January, 1981, at which time the operators in the
ubject pool may appear and show cause why the Red Hills-
Devonian Gas Pool should not be developed on 320-acre spacing
hnits,

(4) That the application of BTA 0il Producers for well
locations no closer than 660 feet to the outer boundary of the
epacing and proration unit is hereby denied.

lor, pursuant to Paragraph C, of said Section 70=2-18_. axiating .. L.

AL
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'Case No. 6670
Ordexr No. R-6183

i
! (5) That jurisdiction of this cause is retained for the
; | ?ntry of such further orders as the Division may deem necessary.,

L DONE at Santa Fe, New Mexico, on the day and year herein-~-
hbove designated.

-hu.._ Qmarpp ar }rgm MBYTOS

" JJOE D.

éik/Director
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-EXHIBIT NO.
CASE 6670 -
SUMMARY OF APPLICATION
RED HILLS (DEVONIAN)

Creation of a Devonian Gas Pool for the BTA Oil
Producers 7811 JV-P Rojo Well No. 1 located
660' FN & WL, Section 27, Township 25-S, Range
33-E, Lea County, New Mexico.

The pool will be named Red Hills (Devonian).

Vertical Timits of the pool to be the Devonian
formation.

The promulgation of temporary special po
including 640 acre spacing and we
within a spacing unit of no clo
to the outer boundary of any un{t.
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! STATE O NEW MEXICO
EHERGY AND MINERALS DEPARYMENT
2 0il Conservation Rivision
State Land Office Bldg.
3 Santa e, Hew Maxico
. 19 September 1979
. EXAMINER HEARINC
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, 1 IN THE MATTER OF: )
1
Application of BTA 0Oil Producers for ) CASE
8 pool creation and special pool rules ) 6670
I=2a County, New Mexico, )
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MR, NOTTER:  Call next Cagse NHumber 6670,

MR. PADILIA: Application of BTA 0il
Producers for pool creation and snecial pool rules, lLaa
Coun£§, New Mexico.

wn. XPBLLANIN: Tom Kellahin of Santa Fe,
Hew Mexico, appearing on behalf of the applicant and I have

two witnesses.
(Witnesses sworn.)

STEVE PAYTON
being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN: |
0 Would you please state your name, by whom
you are employed, and in what capacity?

A My nare is Steve Payton. I'm employed

with BTA Qi1 Producers as a geologist.

0. Mr. Payton, have you previously testified
before the 0il Conservation Division?

A No, I haven't,

. -5 e
1 rAaauiter wilejl

'.'l_.a‘)i_‘l cemae e W L2l L &
UL LW YUU APl LU il

O

ERN

you obtained your degree in geology and where?
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A I obtained my degree in geology from the
University of Texas at the Permnian Basin in the fall of 1978.

o ; And subsequent to graduation, Mr. Pavton,
whorc“have you been employed as_ a geologist? |

A i wdrked for Coésﬁal ééates désWCorpofgﬁiéﬁ-
as an assistant geologist while I was in school.

¢ md you're currently cmployed by BTA 0il
Producers as a geologist?

M Yes.

0. and pursuant to that employment have you

made a study of and are you familiar with the facts sur-

rounding this particular application?

A .. Yes, T am.

MR. KELLAHIN: We tender Mr. Payton as an
expert geologlist, |
‘MR. NUTTER: Mr. Payton is qualified.

o (Mr. Xellahin conéihuing.) Mr. Payton,
would you refer to Exhibit Number Oﬂe and identify for the
Examiner what BTA 0il Producers is sceking to accomplish?v

A Exhibit Number One is a summary of/tﬁﬁﬁuz
application and it calls for creation Af a Devonian Gas Pool
for the BTA 0il Producers 781l JV-P Rojo Well No. 1, located
in Section 27,ﬁToWnshi§ 25 South, Rénge’33lEast.

The pool would be named the Devonian nilis

Devonian -- excuse me, the Red Hills Devonian. The vertical




Fage .

1 1imits would be the NDevonian formation and we're asking for
2 temporary 640-acre spacing with 660 feot well location to
'3 the outer boundary of Lhe unit,
4 Q. Would you refer to Nxhibit Number Two a&d
5 identify'that? | | | R
.8 A Exhibit Number Two is a structure map,
7 | mapped on the top of the Devonian formation at a scale of
8 1 inch equal 4000 feet with 50~foot contours. The BTA Rojo

9 No. 1 is located in Section 27, Township 25 South, Range 33

ggsg 10 East, Lea County, New Mexico. It is shown by the red dot.
B _
z;:g n ; A 2-mile radius circle is drawn around
[y Si
Pl ggs; 12 | the BTA Rojo Well No. 1. The field limits are determined
£ Ry .
Egag 13 by the gas/water contact, which is shown by a blue dashed . .. %
“8s 1" line at ~14,180 feet. The red solid line with letters and

15 | pumhers and a Aached vod 1linc w111 Lo discussed iater in

1 § connection with the cross section.

e L L B S P O
P

17 The nearest well) to penetrate the Devonian x

B is approximately 1,867 feet to the northwest. That's in

" Section 21.

= The American Quasar Vaca Well No. 1 went

2 to the Devonian and flowed 4000 Mcf per day, then decreased

to 750 Mcf per day, with slugs of water, and was plugged

B and abandoned.

24 The Union Red Hills Unit Well No. 1l is

% located 2.4 miles to the southwest. That is shown in Section
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32 by a green dot. T wont to the Yovonian and tested

10,400 MCf per day. Tt was then plugged back to the Wolf-~
camp from which it is currently producing,

o The Rojo Ho. 1 Well, lpcated in Unit D of
éection 27, Qhat {s tgé étatus of"tﬁé well at this voint?

A This well is currently shut-in waiting on
a pipeline vhich is expected to he going on production in.
October of 1979,

Q You have a well location in the south
half of Section 28, that is that?

A This is a location which we have deter-
mined would be most heneficial accofding to the way we've
mapped our structure. We're attempting to get as high on
the structure as we can to eliminate water problems which
can see, the structure is fairly narrow and the location

that we have determined there would get us as high as wa

presently think that we can.

Q That's simply a staked location?

A Yes, it is.

Q You've not commenced drilling at that site?
A This is a staked iocation. We haven't

commenced drilling.

0. Would you refer to Exhibit Numbér Three

and identify that?

e
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1 I Exlil:d e Nunber Three is a producing filelad
2 | map, It shows the surrounding Devonlan Fields in the area.
3 BTA's Rojo Well MNe. 1 is indicated by the

4| red dot in the center of the southwest portion of the map.

5 The Paduca Devonian Cas Field is located

e

8 ! nine miles to the west and slightly to the north of BTA's
7 | Rojo Well Mo. 1. 9hig is the closest Devonian Field having
8 | produced .9 Bef gas from one well, and it is now plugged,

9 - The closest currently producing Devonian

Devonian pool?

s, . . .
gi;a 10§ rield is the Antelope Ridge Field, which is 11.4 miles to
m§s v
g gg n the north and slightly to the east of BTA's Rojo Well to. 1.
=2
';‘g ; 12 Q " What is the spacing in the Antelope Ridge
-
:g 13
<
ny

3¢30Plhaza Blanos
Sante-Fe,

b A The spacing is on 640 acres.

1 The combined cumulative production of the
8 } three wells in the Antelope Ridge Field is 28.4 Bef and as

” of January 1st, 1979, two wells are currently producing 1.3

1§ million per day.
1 0 Would you refer to BExhibit Numbex Four and
20
identify that?
z L © Exhibit Number Four is a cross section
z showing the three wells in the immediate ‘area which penetrats&#
23
the Devonian.
- Starting on the lefthand side is log
25

| number one, which is the American Qqasar Vaca Draw No. 1 in

I




Saniia Vo, Noew Mexico 87301

SALLY WALTON BOYD
$03¢Plaza Blanca (505) 4714462

CERTHIED SHORTHAND REPORTER

10

1"

12

13

16
16
7
18

19

21

BTA 01l Producers Roja No. 1 in Scction 27,

Section 21.

The second log 1s the Union 011 Red Hills

Unit No. 1, located in Scction 32, and the third log 1s the

n This Union 011 Red Hills uUnit No. 1 Well,
the center well in the ciross section, penetrated the Devonian

formation but does not produce from the Devonian, does it?

2, This is correct. It tested gas and was
plugged“back to the Wolfcamp from which it is now producing.

0 Then the third well is the discovery well
for the pool.

Al Yes.

A Yes, BTA's Rojo XNo. 1.

Exhibit Two, which is the structure map,
shows where the cross section falls and the red dashed line,

I believe, brings the Union Red Hills Mo. 1 up te the

cross section. The cross section is -~ is shown on the top

of the Devonian and the original oil/water contact is at
~14,180, shown by horizontal line.

The gas/water contact is based on tests
primarily in the #merican Quasar Vaca Draw No. 1, and in
this well the Devonian wa sperforated from 17,527 to 17,579,
as shown in the green. Perforations were acidized withéb,OOO

gallons:and flowed 1000 Mcf per day, decreasing to 750 Mcf




per day with slugs of water,

2 The PDevonian vas then plugged back and

3 | abandoned.

; 4 MR. NUTTER: How long did it take for that

"~ 1 to occur, that decroase Trolw 4903 Lo /hu?

6 A I don't have that information. You might
7 | refer that question to the englnecr which studied the tests

8 | that were performed on all three of these wells in more de-

9§ tail.
ggis -0 The Union 0il Red Hills Unit MNo. 1 was
Qg5 .
gfgg " perforated at three different intervals within the Devonian.
N e=3S
i
e §§§£ 12 Perforations were made at 17,663 through 17,684 and were
>~°i: 13 W BIANDND -t L L sma - = = N .
= . :2%;5“' anidisad with 2002 55llciis and fiowed a small amount of gas
§ FE R
83 ¥ I ana perforations were squeezed.
1 , Perforations from 17,476 to 17,492, and

16 17,523 to 17,544, were acideized with 5000 gallons and flowed

v 10,400 Mcf per day and were squeezead.
18 +~ This well is now plugged back to the Wolf-
9 camp section where it is producing gas.
20 The BTA 0il Producers Well No. 1 is the
zn highest well on the Devonian structure and is the only pro-
2 S
ducer in the area.

- 2 . .

i:} Perforations were made in one interval from
# 17,420 +£o 17,818 and wore acsidizced with 10 000 ga11ons.r The 
-

‘ ghut-in bottom hole pressure was 7671 psi at 17,468.

t i

T i »_‘7,, e e
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The woll flowed 2667 Nef per day plus 8-
1/2 barrels of water, which is the load water, on a l-inch
choke 2t 940 psi and 300 - oxcuse ne, and 103 barrels of

load water %o recover.

Pfoscﬁﬁly'thin RTA Ro3o tell fo. 1 is
waiting on pipeline connection.

Q Mr. Pavton, what do you conclude by your
gtudy of the geology as depicted In yvour exhibits?

N ‘Hy conclusion is that the Devonian struc-
ture, which was found in all thrce of these wells, is pretty
well related and one antlcline running from the southwest
to the northeast, and I conclude thaﬁ the location that we
have spotted would possibly be the highest or at least on
our leases would be the highest point that we couid get on
the Devonian.

0. Are you satisfied that the discovery well,
the Rojo No. 1, discovers a new Devonian reservoir not
currently being produced by any othériwell?

A Yes, I do.

Q0 Were Exhibits One through Four prepared
by you directly or compiled under ybur‘direction and super-
vision? »

A They were cormpiled by both myself and
Staeve Salmon,

MR. XKELLAHIN: We move the introduction of

e
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Exhibits One through Four,

PR, RUTRER: . BPA Dxhibits One through Four
will be admitted in avidence.

‘MR, KTTAAEING . have an englneer as my
second witness, Mr. !utter, =

MR, NUTTER: Okay.

CROSS EXAMINATION
BY MR. NUTTER:
0. Mr; Payton, You stated here on your Exhibit
Numbef Pour that these Devonian perforations in the Red
Hills Unit No. 1 had been squeezed.
A Yes,

e It had been my uﬂderstandihgrthat they
had simply bridge~plugged that well and come back up and

completed in the Wolfeamp.

A The information that I have was taken off
of a scout tickets anu that's what I've seen from what I

have available.

0. And have you talked to Union about the
well?

A I have not talked to then.

o The well was complsizcd, and is producing

from the Volfcamp 2zone.

A Yes, it is.




Samta Fo, Now Mexdeo 3T5(!1

3024 aes Blannca (506) 4712462

SALLY WALTON BOYD
CERTIED SHORTHAND REPORTER

~

10

1"

12

3

8 ® 8 R

Page 1

Q Alao, as U recall, the gas from that well
war quite sour. In that true of the gas which you produce

from this Rojo lio. 17

i L don't know this, ”fgﬁwéﬁﬁwprobably ra-
fer that quastion to the angincor.

Q You do feel that the Red HIlls Well aﬂd
your Rojo No. 1 are producing from the same structure, how~
aver?

A, Yes.

Q Now, you have proposed in your pool rules
that the locations would be 660 feet from the outer boundary

of the 640~acre unit. Isn't this sort of unusual to have

- - S e

wail spaclilg 1ocacions thiat ciose to the nouhdaEY“éf”gjﬁ;”“
acre spaced pools?
A. Yes, it's my understanding that it's un-

usual, and the reason we're asking for this is to get as

high on the structure, what we believe to be the structure,

to stay out of water problems. As you can see, the American

Quasar Well loaded up with water, and we want to stay out of

the problems that they had.
Q Well, they drilled 660 and got water.
- A They drilled 660 but at that time they
didn'+ have ae much geal&gical information to ¢go on.
Our well was not drilled at that time.

0 Have yodu actually gotten a drilling permit

IV TT PRI N SRRy 17 R V) W AT O S SN

TRV PR A eI N




1 for this well in the southwest of the southeast of Section 287

2 n No, we haven't,

3 QO You've simply staked the location. i
4 M Yes. - j
5 Q And that's all. And that looks like it's j

P

6 a 660/1980 location, probably.

P

7 N Yes, 3 é

8 0 And it's guite apparent, and I think you

9 stated, that the reason that well was located where it was,

gggs 10 was to get inside that highest contox}r on the structure,
:gig 1 A Yes, that's right.
—~ P%s3 ‘ _
e §§§£ 12 MR. NUTTER: Are there any other questions
:§§§ 13 | of Mr. Payton? He may be eaxcnsad.
-
5553 " , MR. KELLAHIN: I'd like to call Mr. Steve
15 Salmon.
16
i7 STEVE SALMON
18 being called as a witness and having been duly sworn upon
. I his oath, testifisd as follows, to-wit:
20
2 DIRECT EXAMINATION
2 | BY MR. KELLAHIN:
& z Q Mr. Salmon, would you please state your
- 24 name, by whom you're employed, and in what capacity?
% R Yes. My name is Steve Salmon. I'm cur-




| o
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Page 14_
1 rently employed by BTA 0i1l Producers as a petroleum enginaer
2 and have baen for the last 8-1/2 years.
3 0 Mr. Salmon, have you previously testified
4 ! before the 0il Conservation Division? |
> A Yes, I have. | B -
6 ‘ 0 And have you nmade a'-study of BTA's appli-
7 cation in this caée?
8 A | Yes, I have.
9 ’ | Mﬁ. KELLAHIN: We tender Mr. Salmon as an
g g gg 10 expert. | ,,
:ggé 1 MR. -NUTTER: Mr. Salmon is qualified
0%z} . \ Mr. 11i€ .
§§§:§ e o (My. Kellahin continuing.) Would you'
>89 4% 13
gggg please refer to Exhibit Number Two, Mr. Salmon?
“s= " A Yes,
15 1) And describe the current status of that
16 Rojo No. 1 Well in Section 27.
v A Yes. The Rojo No. 1, as we said, is cur-
18 rently shut-in waiting a pipeline connection. It did flow
® 2,667 Mcf per day with a 940-pound tubing pressure and is
2 currently shut-in waiting on pipeline connection.
o 0 It's the applicant's desire to dedicate
2 the entire Seétion 27 to that well?
= A Yes, it is. We have 100 percent working
24 interest in Section 27; however, this is covered by three
® I leases, and if we dedicate less than 640 acres to this well

e N s et B A i G e L hae o e
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1 only one ofl these threc leases will share in the production
2 of this well,

3 Q What is the status of the second well to
4 be drilled in Section 28?

6 A We have staked the location and it 1is a

6 660/1980 location. We are planning on drilling this and

7 dedicatiﬁé the entire Section 28 to this well if we can get

8 the 640-acre proration unit.

9 0 It would be the applicant's desire to have
gggg 10 temporary special pool rules for a period of one vear?
N §§ ;;é " A Yes, it would.
§§§§ 12 Q And why would you want temporary rules
, gggg 13 for that period of time, Mr. Salmon? .
385 " 0 Okay. Bass and Unidn currently have
L leases on the west half of Section 28. BTA has 100 percént
¥ |  working interest in the east half. If we drill this well
7 on 320-acre spacing and we come back later and respace the
B field with 640-acre proration units, we'd be giving Bass and
b Union a free look to try to force pool back into the well.
20 I would mention that Bass and Union have
7 indicated some desire to join in the drilling the well at
this location; however, they have some lease questions thét
:\:3 they have to clear up and until these lease questions are

cleared up we are at a standstill on that, on these negotia-

tions. 4
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Page 16—
Q I know you haven't produced tie Rojo No. 1
Wall, Mr. Salmon. Have you made any studies or calculations

to determine that therc is a reasonable possibility thaﬁ
once the Rojo No. 1 Well is produced, that it in fact will
justify 646;acre spacing?

A We did take a pressure build;up on the
well. We don't feel like the data that we got is conclusive
as far as indicating it can drain 640 acres or that it can't.
We do feel that in the Devonian Field; or the Devoniah Pools
in this area, they can drain 640 acres and that eventually
we will gét the data that we need to prove 640-acre drainage.

We're alsp the closest Devonian -~ closgst active Devonian

Field to this pool; it does currently have 640-acre spacing. j

Q Have you made any preliminary studies to
determine whether the economics of drilling a Devonian test
can be justified on 320-acre spacing?

A Yes, I have. The pore volume recovery for
this field, and this is bhased on pore volume from our log
calculations, is 115 Mcf per acre foot. This indicates that
on 640-acre spacing you would have 8.2 Bcf of gas in place.
This is if you have the total acreage above water. With
this 8.2 Bef it would give us a return on investment of
four to one on our $3-million 300 and something thousand

drilling cost.

On 320-acre spacing this -- this would

N e mEaane wh

e g e o
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only amount to 4.1 Bef per well and give us a return on
investment of only two to one, which we feel is not adequate
to justify drilling into the depths we have to go in this
field.

0. I.et me have some of those numpe:sw§gain,
Mr. Salmon. What was the approximate cost of this Rojo No.
1 Well?

A, It was $3~million 300 and something
thousand. I forget the last few numbers on it.

Q And what do you propose to be the cost of -

the well in Section 28?%

A It would be approkximately the same.
Q- .. And in making vou¥ econcmic calculations,

you have come up with a pore volume ‘Fecovery of 115 Mcf
per acre foot?

A . .Yes,’I have.

0 " would you s.mmarize‘for me briefly how you I

make that calculation?

A Yes. As you can see on our cross section,
Exhibit Number Four, the Union 0il Company Red Hills Unit

No. 1 penetrated much more pay section than either the BTA

Rojo No. 1 or the American Quasar Vaca Draw No. 1. The well .‘;L

actually went on down and penetrated the Ellenburger.

The top 112 feet of the Devonian in this

Union Well appears to have pretty ‘good porosity and be one
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Page 18

pay section that you can probably drain with it perforated.
As you get balow thore the rock starte getting tighter and
for this reason I've limited my calculations to the top 112

faeet in this well,

Looking at the other two logs, they appear |

to be much -- they appear to be tighter in the section that
you can see on the cross section, and if you included them

in your calculations, vou prahably would come un with a

‘ slightly lower recovery per acre foot number and reserve

number,

Q You then use this pore volume recovery of

115 Mcf per acre foot to come up with a -- some reserve

projections of, I believe you said, 4.1 Becf of gas, based

A Correct. 'Of course, if part of this 320
acres would get below water, well, that would reduce your
recovery.

Q and the rate of return based upon 320 acres
is what?

A 2.3 over 1, which means you would get yoﬁr
investment back plus that amount again.

Q And based upon that rate of return, in
your opinion would the applicant in this case go ahead and
drill that second well in Section 287

A No, we probably would not.

i
3




_ Page 19
1 0. Would you discuss for me the reasons the
2 applicant desires the flexibility of well locations no
_ 2 closer than 660 to the outer boundary lines of the section?
: 4 A Yes, I will. The American Quasar Vaca
TS B Draw Uit NoO. 1 indicates a tendency for the wells to water
6 out rather quickly and not recover the -- an appreciable
. 7 amount of reserves if they're completed down close to'the
8 water.
*“ 9 Also feferring to Exhibit Two you can
gggg 10 see that this j.s "‘a rlorngrrnarrow st;q¢ture, and if you're
. :;‘Sg nj forced on a lease 'to drill low structurally there's that
‘ e ;gj’f \'? much more tendency -- there will'be};that‘much more tendency
;Eéi 3 for the well to water out premature}]}.‘y. :
; ggg_ " By getting the 660 acre spacing from the
15 outar boundary we feal like the opeyxators can plage their
16 wells at more advantageous structurél‘positions. They can
b\ get the reserves on their lease that they're entitled to,
® and we also feel like there will proﬁably be a better re-
19 covery from the field if you can produce it from wells up
2 on top of the structure. |
n Q- In your opinion, Mr Salmon, will approvai
2 of this application be in the best _inte_rosts of conserva-
.: \“‘) = tion, the prevention of waste, and the protection of cor-
| 20 relative rights?
= | A Yes, I think it will.
e i
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Q In your opinion will the approval of
special pool rules for 640-acre spacing plus 660 outer
boundary well locations for a period of one year be a suf-
ficient period of time in which to assess the production
fromwﬁhé Rdjo No. 1 Well té dete¥mine Qhether tﬁe speéial
pool rules ought to be made permanent?

A Yes, I think it would.

Q | In your opinion would there be any adverse
affect to‘any of the correlative rights of any operator in
the area to go ahead and temporarily develop this well as
requested by the applicant?

A No, I don't think there would be.

MR, KELLAHIN: That concludes our examin-
ation of Mr. Salmon. |
A T wonuld like &n addrass myself ko a coupls

P4

of Mr, Nutter's questions that he asked of our geologist.

And one of them has to do with the qgas
in the well. I do have a gas analysis on it and yes, it is

sour gas.

CROSS EXAMINATION

BY MR. NUTTER:
Q Do you have an analysis of it to compare
with the analysis of the gas from the Red Hills Wo. 17

A I don't have an analysis on the Red Hills

I TR | A SR
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Unit No. 1, no.

The gas from the BTA Rojo No. 1 had 337
grains per 100 standard cubic feet of H,8. This figured out
to, I think, 5,300 parts per million. |

” o Aﬁdther>qﬁes£ion thét i'dhiike to address
myself to is the time that it took the American Quasar Vaca
Draw Well No. 1 to water out. The only data that we have
on that well is what there was reported on the scout card,
and that is the way it's recorded, that the well flowed
4-million cubic feet of gas per day and decreased -- they
have 750 Mcf per day with slugs of water -- and there's a
time written there, 2 hours through l-inch choke, and
whether that's the time they measured the 750 Mcf per day

or how long it took it to decrease, I don't know.

n Does it ha-.. a date that that iLest was
run?
- maa P e L
SR The well wac compgloted on == during reb-

ruary of 1972, and the test would have probably been, you

know, a few days vrior to that.
Q and when was this well plugged?

A Well, this was the completion date which

would Lave been the date that the well was pnlugged.

0 I see, So you don't know ~-
A No, I don't know when the --
Q -~ from the date of the test to the date
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when it was P&Ad?
A No, I don't. Now, they did plug back and
test the Wolfcamp zone at about 15,300 feet, and they fracd

it so, you know —-

Q It sounds like it is aillinré‘ieigéivelfi“
short time while they still had the rié on the hols, doesn't
it?

A ¥es, it would have been a relatively short
time after +hey finished drilling the well and then, you’
know ~-- reading the scout card it would be a very short
flowing test and -~-

Q Okay, you answgred two of the questions I
asked Mr. Payton. The third related to the exact status
of the Devonian perforations in that Red Hills Unit Well No.
1.

A Okay, again the information that we have
there is based from scout cards, and it shows that they
perfed 17,476 to 17,492, and 17,523 to 17,544 feet. They
acidized with 5000 gallons, swabbed, and flowed 10.4 million
cubic feet of gas per day, and then it says squeezed.

So I take it from the scout card, the
scout card says that they were squeezed. Now I have not
talked with Union to éee if this is correct or not, but this
15 wiai we pased tiiat on.

0 We have a rather comprehensive file on
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that Red Hills Unit No. 1, and with your permission I'd like
to take administrative notice of any information in that
filo with regards to this structure and this pool,

A That would be okay with us. I have not

looked at that file, but --

Q That's okay with BTA?
A Oh, ves,
MR. NUTTER: Are there any further ques-
tions of Mr, Salmon? lHe may be excused.
Do you have anything further, Mr.
Kellahin?

MR. KELLAHIN: No. I figured you'd look

at the file, anyway. 3

MR. NUTTER: Not without his permission. ;’
Does anyone have anything they wish tr

offer in Case Number 66707?

We'll take the case under advisement,

(Hearing concluded.)
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CERTIFY that the foregoing and attached Transcript of
HearingA before the 0il Conservation Division was reported
by me; that the said transcript is a full, true, and correct
record of the hearing, prepared by me to the best of my

ability from my notes taken at the time of the hearing.
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STATE OF NEW MEXICO
ENERGY ano MINERALS' DEPARTMENT

OlL CONSERVATION DIVISION

BRUCE KING : POST OFFICE BOX 2088
. GOVEINOR BYATE LANO OFFICE BUILDING
i BANTA FE, NEW MEXICO 87501
, | A et O December 5, 1979 _ . wos) 2724
Fs
i
i
:
| | Re: CASE NG._ 6679 o
j Mr. Thomas Kellahin ORDER NO. R~-6133 -

Kellahin & Kellahin
Attorneys at Law
Post Office’Box 1769 Applicant:

P X5 = aliat
SR

Santa Fe, New Mexico 1
BTA 0il Producers

Dear Sir:

Enclosed herewith are two copies of the above-referenced

Division order recently entered in che subject case.
E
.
§

/7 JOE D. RAMEY
Director
JDR/fad

Copy of order also sent to:

Hobbs OCD X
Artesia OCD X
Aztec OCD
Other
"“‘iq.s..' *"“w"“““(-.MW” e e e TENT S e e e G g B e S ke
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gxaminer Rearing - Wednesday - September 19, 1979 Docket No., 36-79

CASE 6668: Application ‘of Delta Drilling Company for pool ‘creation and special pool rules, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the creation of a new oil pool for Bone Spring production
for its SCB Unit Well No. 3 in Unit G of Sectfon 23, Township 23 South, Range 28 East, and special
rules therefor, including 80-acre spacing.

CASE 6669: Application of Mesa Petroleum Company for the amendment of Order No. R-6078, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment of Order No, R-6078 to cover the Wolfcamp
and Pennsylvanian formations in the compulsory pooling of the E/2 of Section 10, Township 16 South,
Range 27 East, rather than the Morrow formation only.

CASE 6644: (ggggigggg_gggg September 5, 1979, Examiner Hearine) . ..

Application of Teaneco 0il Corporation for downhole commingling, San Juan County, New Mexico., Applicant,
in the above-styled cause, seeks approval for the downhole commingling of Fruitland and Pictured Cliffs
production in the wellbores of its State K Com Well No. 12 located in Unit E of Section 16, Towmship 30
North, Range 9 West, and its Florence Well No. 60R in Unit L of Section 1, Township 29 North, Range 9

- v

West.
,»vuKEh 6670. Application of BTA 011 Producers for pool creation and special pool rules, Lea County, New Mexico. ¢
) ? y 1
\h_“_ Applicant, in the above-styled cause, seeks the creation of a new Devonian gas pool for its 7611 Jv-F :
¥

yjﬂ-—"°”‘””kojo Well No. 1 located in Unit D of Section 27, Township 25 South, Range 33 East, and special rules
therefor, including 640-acre gas well spacing.

CASE 6671: Application of Chapman and Schneider for salt water disposal, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks authority to dispose of produced salt water in the Seven Rivers Reef
formation in the open-hole interval from 3422 feet to 3504 feet in its L. B. Ogg "A" Well No. 3 located
in Unit E of Section 35, Township 24 South, Range 36 East, Jalmat Pool.

CASE 6672: Application of Coquina 0il Corporation for an exception to Rule 303C, Lea County, New Mexico. . Applicant,
in the above-styled cause, seeks an exception to the Division's Rule 303C to permit its Vivian Well
No. 1 located in Unit F of Section 30, Township 22 South, Range 38 East, in which Drinkard and Granite
Wash production is commingled in the wellbore, to produce in excess of the 50-barrel limit fmposed by
said rule.

CASE 6673: Application of Conoco Inc. for a non-standard proration unit, unorthodox well locations, and -
simultaneous dedication, Lea County, New Mexico. Applicant, in the sbove-styled cause, seeks approval
of a 440-acre non-standard gas proration unit comprising the SW/4 and S/2 NW/4 of Section 17 and the
N/2 NE/4, SE/4 NE/4, and N/2 SE/4 of Section 18, all in Township 21 South, Range 36 East, Eumont Pool,
to be simultanecusly dedicated to the following wells at unorthodox locatfons: Meyer A-1 Welle
Hos. 11 in Unit K of Section 17 and 6 and 14 in Units B and J of Section 18.

CASE 6580: (Cohfinuedﬂfrom Augdst 22, 1979, Examiner Hearing)

Application of Continental 0il Company for a carbon dioxide injection project, Lea County, New Mexico.
Applicant, in the above~styled cause, seeks authority to initiate a pilot carbon dioxide injection
project in the Grayburg-San Andres formation in Units H and I of Section 20, Township 17 South,
Range 32 East, Maljamar Pool, for tertiary recovery purposes.
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Page 3
N
1 MR. NUTTER: Call next Case Number 6670.
2 MR. PADILLA: Application of BTA 0il
3 Producers for pool creation and special pool rules, Lea
o - 4 County, New Mexico.
5 MR. KELLAHIN: Tom Kellahin of Santa Fe,
8 New Mexico, appearing on behalf of the applicant and I ha\ie
7 two witnesses.
8
: 9 (Witnesses sworn.}
0% S,
; SE "
-1
; z52 1 STEVE PAYTON
P 0323
- R ; 12 being called as a witness and having been duly sworn upon
 J p ‘
ggéi 13 his oath, testified as follows, to-wit:
2K “ |
| 15 DIRECT EXAMINATION
16 BY MR. KELLAHIN:
; ) 17 o o Wonld vou pleoase state your name, Dy WG
18 you are employed, and in what capacity?
19 A My name is Steve Payton. I'm employed
2 with BTA 0il Producers as a geologist.
L v} Mr. Payton, have you previously testified
: 2 before the 0il Conservation Division?
- B A No, I haven't.
, 24 0 Would you explain to the Examiner when
t
i
i . S s .
i | you obtained your degree in geclogy and where?
} |
i
I

Wﬂnl?;m,_:_m.u« U e o e ] -
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A I obtained my degree in geology from the
University of Texas at the Permian Basin in the fall of 1978,
0. And subsequent to graduation, Mr. Payton,
“where have you been employed as a geologist?

A I worked for Coastal States Gas Corporation

And you're currently employed by BTA 0il

o

Producers as a geologist?

A Yes.

0. And pursuant to that employment have you
made a study of and are you familiar with the facts sur-

rounding this particular application?

MR. KELLAHIN: We tender Mr. Payton as an
expert geologist.
MR, NUTTER: Mr, Payton is qualified.

0. (Mr. Kellahin continuing.) Mi. Payton,
would you refer to Exhibit Number One and identify for the
Examiner what BTA Oil Producers is seeking to accomplish?

A "Exhibit Number One is a summary of that
application and it calls<for creation of a Devonian Gas Pool
for the BTA 0il Producers 7811 JV-P Rojo Well No. 1, located
in Section 27, Township 25 South, Range 33 East.

ihe pool would be named the Devonian Hiils

Devoniah -~ excuse me, the Red Hills Devonian. The vertical

.b“*,w SR —
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r ows

limits would be the Devonian formation and we're asking for
temporary 640-acre spacing with 660 feet well location to
the outer boundary of the unit.

0. Would you refer to Exhibit Number Two and

A Exhibit‘Number Two is a structure map,
mapped on the top of the Devonian formation at a scale of
1 inch equal 4000 feet with 50-foot contours. The BTA Rojo
No. 1 is located in Section 27, Township 25 South, Range 33
East, Lea County, New Mexico. It is shown by the red dot.
A 2-mile radius circle is drawn around
the BTA Rojo Well No. 1. The field limits are determined
by the gas/water contact, which is shown by a blue dashed
}ine at‘-14,180 feet. The red solid line with letters and
numbers and a dashed red line will be discussed later in

connection with the crcss section.

The nearest well to penetrate the Devonian
is approximately 1,867 feet to the northwest. That's in

Section 21.

The American Quasar Vaca Well No. 1 went
to the Devonian and flowed 4000 Mcf per day, then decreased
to 750 Mcf per day, with slugs of water, and was plugged

and abandoned.

The Union Red Hills Unit Well No. 1 is

located 2.4 miles to the southwest. That is shown in Sectiod

N e e
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32 by a green dot. It went to the Devonian and tested
10,400 MCf per day. It was then plugged back to the Wolf-
camp from which it is currently producing.

0. The Rojo No. 1 Well, located in Unit D of
what ic the staktune of the well at thie poink?

A - This well is currently shut-in waiting on
a pipeline which is expected to be going on production in
October of 1979.

Q You have a well location in the soutl.
half of Section 28. What is that?

A This is a location which we have deter-
mined would be most beneficial according to the way we've
mapped our structure. We're attempting to get as high:-on
the sﬁructure as we can toreiiminate water problems whicﬁ
we might encounter down-dip from the structure, and as you
can see, the structure is fairly narrow and the location
that we have determined there would get us as high as we

presently think that we can.

o That's simply a staked location?

A Yes, it is.

0 You've not commenced drilling at that site?
A, This is a staked location. We haven't

commenced drilling,

0. Would you refer to Exhibit Number Three

and identify that?
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Page 7
A Exhibit Number Three is a producing field
map. It shows the surrounding Devonian Fields in the area.

BTA's Rojo Well No. 1 is indicated by the

The Paduca Devonian Gas Field is located
nine miles to the west and slightly to the nd@th of BTA's
Rdjoywe11 No. 1. this is the closest Devdnian Field having
produced .9 Bcf gas from one well, and it is now plugged.

The closest currently producing Devonian
Field is the Antelope Ridge Field, which is 11.4 ﬁiles to
the north and slightly to t?3¢$a3t of BTA's Rojo Well No. 1.

0. What is the ;ﬁééing in the Antelope Ridge
Devonian pool? |

A. » "Tﬁe spading'is on 640 acres.

The combined cumulative production of the
three wells in the Antelope Ridge Field is 28.4 Bcf and as
of January lst, 1979, two wells are currently producing 1.3
million per day.

0. Would you refer to Exhibit Number Four and
identify that?

A Exhibit Number Four is a cross section
showing the three wells in the immediate area which penetrated
the Devonian.

Starting on the lefthand side is log

number one, which is the American Quasar Vaca Draw No. 1 in

e
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formation but does not produce from the Devonian, does it?
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Section 21,
The second log is the Union 0il Red Hills
and the third log is the

Unit No. 1, located in Section 32,

BTA Qi} Producers Rojo No.
0. This Union 0il Red Hills Unit No.‘i Weli,

the center well in the cross section, penetrated the Devonian
A This is correct. It tested gas and was

plugged back to the Wolfcamp from wh;ch it is now producing.
0. Then the third well is the discovery well

for the pool.

A Yes.
0 That you're requesting?
A Yes, BTA's Rojo No, 1,

Exhibit Two, which is the structure map,

shows where thé cross section falls and the red dashed line,

I believe, brings the Union Red Hills No. 1 up to the
cross section. The cross section is -~ is shown on the top
of the Devonian and the original oil/water contact is at
-14,180, shown by horizontal line.

The gas/water éOntact is based on tests
primarily in the American Quasar Vaca Draw No. 1, and in
this well the Devonian wa s perforated from 17,527 to 17,579,
Perforations were acidized with30,000

as shown in the green.

gallons and flowed 4000 Mcf per day, decreasing to 750 Mcf




11 per day with slugs of water,

2 The Devonian was then plugged back and

3 | abandoned.

4 MR. NUTTER: How long did it take for that

5 to occur, that decrease from 4000 to 7507
6 A I don't have that information. You might

7 refer that question to the engineer which studied the tests

8 that were performed on all three of these wells in more de-

9 tail.

10 ' The Union 0il Red Hills Unit No. 1 was

11 } perforated at three different intervals within the Devonian.

(508) 4712462

12 | perforations were made at 17,663 through 17,684 and were

13 | acidized with 3000 gallons and flowed a small amount of gas

CERTIFIED SHORTHAND REPORTER
Samta Fe, New Moxioo 37561

3030Paza Blanca

{
SALLY WALTON BOYD

" and perforations were squeezed.

5 Perforations from 17,476 to 17,492, and

8 ) 17,5223 to 17,544, were acideized with 5000 gallons and flowed

kY 10,400 Mcf per day énd were squeezed.

18 - This well is now plugged back to the Wolf-

b camp section where it is producing gas.

20 The BTA 0il Producers Well No. 1 is the
! 2 highest well on the Devonian structure and is the only pro-
2

ducer in the area.

8

Perforations were made in one interval from

'
14

17,420 to 17,515 and were acidized with 10,000 gallons. The

shut-in bottom hole pressure was 7671 psi at 17,468,

&Mamfw i s T BN S e
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Page 10

The well fiowed 2667 Mcf per day plus 8-
1/2 barrels of water, which is the load water, on a l-inch
choke at 940 psi and 300 -- excuse me, and 103 barrels of
load water to recover.

Presently this BTA Rojo Well No. 1 is
waiting on pipeline connection.

'g , Mr. Pavton, Qh"t do you conglude by your
study of the geology as depicted in your exhibits?

A My conclusion is that the Devonian struc-
ture, which was found in all three of these wells, is pretty
weil related and one anticline running from the southwest
to the northeast, and I conclude that the location that we
have spotted would possibly be the highest or at least on
our leases would be the highest point that we could get on
the Devonian.

0. Are you satisfied that the discovery well,
the Rojo No. 1, discovers a new Devonian resefvoir not |
currently being. produced by any other well?

A Yes, I do.

v Were Exhibits One through Four prepared
by you directly or compiled under your direction and super-
vision?

A They were compiled by both myself and
Steve Salmon. » |

MR. KELLAHIN: We move the introduction of




1 Exhibits One through Four.

2 MR. NUTTER: BTA Exhibits One through Four
3| will be admitted in evidence.

4 MR. KELLAHIN: I have an engineer as my

5 second witness, Mr. Nutter.

6 MR. NUTTER: Okay.

8 CROSS EXAMINATION

9 BY MR. NUTTER:

. S -
gl'-‘ s2 10 0. Mr. Payton, You stated here on your Exhibit
i g-:
5 ®5= :
i z 52 n Number Four that these Devonian perforations in the Red
Q3s4
|~ 5 j; 2 | Hills Unit No. 1 had been squeezed.
: g
» 815 13
jgéi A Yes.
FHEH i
, 01 ERR o It had been Ty undérstanding that they
i 15 had simply bridge-plugaed that well and come back up and

b completed in the Wolfcamp.

17 A The information that I have was taken off
18 of a scout tickets and that's what I've seen from what I
19 R
have available.
20 , Q And have you talked to Union about the
2V 1 ell?
2 .
A I have not talked to them.
i ’7) = 0 The well was completed, and is producing
{ :
P 24

from the Wolfcamp Zzone.

®

A Yes, it is.

:
!
i
!
i |
;
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0. : Also, as I recall, the gas from that well
was quite sour, Is that true of the gas which you produce
from this Rojo No. 1?

A I don't know this. You can probably re-
fer that question to the engineer.

0 You do feel that the Red HIlls Well and
your Rojo No. 1 are producing from the same strucﬁpre, how~
ever?

A Yes,

0. Now, you have proposed in your pcol rules
that the locations would be 660 feet from the outer houndary
of the 640-acre unit. TIsn't this sort of unusual to have
well spacing locations that close to the boundary of 640-
acre spaced pools?

A Yes, it's my understanding that it's un-
usual, and the reason we're asking for this is to get as
high on the structure, what we believe to be the structure,
to stay out of water problems. As you can see, the American
Quasar Well loaded up with water, and we want to stay out of
the problems that they had.

| .Q Well, they drilled 660 and got water.

A They drilled 660 but at that time they

didn't have as much geological information to go on.
Our well was not drilled at that time.

0 Have yodu actually gotten a drilling permit
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for this well in the southwest of the southeast of Section 28

A No, we haven't,

Q. You've simply staked the location.

A Yes,

0. and that's all. And that looks like it's

a 660/1980 location, probably.

A Yes,

0. And it's quite apparent, and I think you
stated, that the reason that well was located where it was,
was to get inside that highest contour on the structure.

A Yes, that's right,

MR, NUTTER: Are there any other questions

of Mr. Payton? He may be excused,

MR. KELLAHIN: 1I'd like to call Mr. Steve

Salmon.

STEVE SALMON

being called as a witness and having been duly sworn upon

his oath, testified as follows, to-wit:

DIRECT EXAMINATION

BY MR. KELLAHIN:

a Mr. Salmon, would you please state your
name, by whom you're employed, and in what capacity?

A . .Yes. My name is Steve Salmon. I'm cur-

4
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rently employed by BTA 0il Producers as a petroleum engineer
and have been for the last 8-1/2 years.

o Mr. Salmon, have you previously testified
before the 0il Conservation Division? ‘

A Yes, I have.

0} And have you made a study of BTA's appli-

cation in this case?

A Yes, I have,

MR. KELLAHIN: We tender Mr. Salmon as an

expert.
MR. NUTTER: Mr. Salmon is qualified.
0 (Mr. Kellahin continuing.} Would you
please refer to Exhibit Number Two, Mr. Salmon?
A Yes.

0. And describe the current status of that

Rojo No. 1 Well ir Section 27,

A Yes. The Rojo No. 1, as we said, is cur-

rently shut-in waiting a pipelirne connection. It did flow

2,667 Mcf per day with a 940-pound tubing pressurc and is

currently shut-in waiting on pipeline connection.

Q It's the applicant's desire to dedicate

the entire Section 27 to that well?

A, Yes, it is., We have 100 percent workihg

interest in Section 27; however, this is covered by three

1eases,'and if we dedicate less than 640 acres to this well
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a 1 only one of these three leases will share in the production
2 of this well,
3 0. What is the status of the second well to
4 be drilled in Section 28?
5 A We have staked the location and it is a
6] 660/1980 location. We are planning on drilling this and

7 dedicating the entire Section 28 to this well if we can get

8 the 640-acre proration unit,

9 [} It would be the applicant‘é'desire to have
gﬁgg 10 temporary special pool rules for a period of one year?
2E:t .

B g gg 1" A Yes, it would.
~- ggg; 12 0. And why would you want temporary rules
as
Egég 13 for that period of time, Mr. Salmon?
55;3 “» 0. ) Okay. Bass and Unidn currently have

16 leases on the west half of Section 28. BTA has 100 percent

16 working interest in the east half. If we drill this well

¥ | on 320-acre spacing and we come back later and respace the

18 field with 640-acre proration units, we'd be giving Bass and

» Union a free look to try to force pool back into the well.

20 T would mention that Bass and Union have

21

indicated some desire to join in the drilling the well at
this location; however, they have some lease questions that
they have to clear up and until these lease questions are

cleared up we are at a standstill on that, on these negotia-

8 ® B N

tions,

UL oo b Sty ae e s L
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0. I know you haven't produced the Rojo No. 1
Well, Mr. Salmon. Have you made any studies or calculations
to determine that there is a reasonable possibility that
once the Rojo No. 1 Well is produced, that it in fact will
justify 640-acre spacing?

A We did take a pressure build-up on the
well. We don't feel like the data that we got is conclusive
as far as indicating it can drain 640 acres or that i£ can't,
We do feel that in'the Devonian Fieid, or the Devonian Pools
in this area, they can drain 640 acres and that eventually
we will get the data that we need to prove 640-acre drainage.
We're also the closest Devonian -- closest active Devonian
Field to this pool; it does currently have 640-acre spacing.

Q Have you made any preliminary studieé-ko
determine Qhether ﬁhe economics of arilling a Devénian test
can be justified on 320-acre spacing?

A Yes, I have. The pore volume recovery for
this f%eld, and this is based on pore volume from our log
calculations, is 115 Mcf per acre foot. This indicates that
on 640-acre spacing you would have 8.2 Bcf of gas in place.
This is if jou have the tota; acreage above water. With

this 8.2 Bcf it would give us a return on investment of

four to one on our $3-million 300 and something thousand

drilling cost.

On 320-acre spacing this -- this would
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.to justify drilling into.the depthsxwe have to go in this

only amount to 4.1 Bcf per well and give us a return on

investment of only two to one, which we feel is not adequate

field.

0. Let me have some of those numbers again,
Mr. Sélmon. What was the approximate cost of this Rojo No.
1 Well?

A It was $3—million 300 and something
thousand. I forget the last few numbers on it.
Q And what do you propose to be the cost of
the well in Section 287

A It would be approximately the same.

0} And in making your economic calculations,
you have come up with a pore volumg recovery of 115 Mcf
per acre foot? |

A Yes, I have.

0 Would you s..mmarize for me briefly how you
make that calculation?

A Yes. As you can see on our cross sectipn,
Exhibit Number Four, the Union 0il Company Red Hills Uni£
No. 1 penetrated ﬁuch.more pay section than either the BTA
Rojo No. 1 or the American Quasar Vaca Draw No. 1. The well
actually went on down and penetrated the Ellenburger.

The top 112 feét of the Devonian in this

Union Wéll appears to have pretty good porosity and be one
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1 pay section that you can probably drain with it perforated.
2 As you get below there the rock starts getting tighter and

3 for this reason I've limited my calculations to the top 112
4 ﬂrfeet; inv thlS well, - | R | |
5 Looking at the other two lcgs, they appear

6 to be much -- they appear to be tighter in the section that

7 you can see on the cross section, and if you included them
8 in your caléulations, you probably would come up with a
o slightly lower recovery per-acre foot number and reserve
g g ;’:.'E‘ 10 numbexr.
§=§§ i 0. You then use this pore volume recovery of
EEEE 12 115 Mcf per acre foot to-come up with a -- some reserve
Higd
Eg ég 13 projections of, I believe ydu said, 4.1 Bcf of gas, based
5_85 1" on 320 acres?
16 A Correct, Of course, if part of this 320
16 acres would get below water, well, that would reduce your
Ly recovery.
18 Q And the rate of return based upon 32Q ac;resT.
19 is what?
‘z.o A, 2.3 over 1, which means you would get your
2 investment back plus that amount again,
Q And based upon that rate of return, in
your obinion would the applicant in this case go ahead and
z drill that second well in Section 282
% : A No, we probably would not.
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0. Would you discuss for me the reasons the

applicant desires the flexibility of well locations no

closer than 660 to the outer-

A - Yes, I will. The American
Draw Unit No. 1 indicates a tendency for the

out rather quickly and not recover the -- an

Quasar Vaca
wells to water

appreciable

- relative rights?

amount of reserves if they're completed down close to the
water.

Also referring to Exhibit Two you can
see that this is a long, narrow structure, and if you're
forced on a lease to drill low structurally there's ﬁhat
much more tendency -- there will be that much more tendency

for the well to water out prematurely.

acte épaciﬁg from the
outer boundary we feel like the operators can place their
wells at more advantageous strucfural positions. They can
get the reserves on their lease that they're entitled to,
and we also feel like there will probably be a better re-
covery from the field if you can produce it from wells.up
on top of the structure.

0 - In your opinion, Mr. Salmon,.will approval
of this application be in the Q?St interests of consexva-
tion, the prevention of waste, and the p:otection of cor-

A Yes, I think it will.

bounidaxry lines of the section? ||
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1 0 In your opinion will the approval of
2 special pool rules for 640~acre spacing plus 660 outer
3 boundary well locations for a period of one year be a suf-
4 ficient period of time in which to assess the production
5 from the Rojo No. 1 Well to determine whether the special
6 pool rules ought to be made permanent?
7 A Yes, I think it would.
8 0 In your opinion would there be any adiverse
9 affect to any of the correlative rights of any operator in
£ s, ' . .
?’EEE 10 the area to go ahead and temporarily develop this well as 1
®§ss ;
g Eg 711 requested by the applicant? ;
-2 :
] .
~ <§3§ 12 , A No, I don't think there would be.
3 5 :
> ' _
- ij 13 MR. KELLAHIN: That concludes our examin- 3
LN | |
. o ation of Mr. Salmon. , . ,
16 A I would like to address myself to a couple
16 of Mr. Nutter's questions that he asked of our geologist. /
L And one of them has to do with the gas
b in the well. I do have a gas analysis on it and yes, it is
19
sour gas.
20
21 S
CROSS EXAMINATION
: 2 »
; BY MR. NUTTER:
N 1} Do you have an analysis of it to compare
AN ‘
% with the analysis of the gas from the Red Hills No. 1?
: 2% o .
1 A I don't have an analysis on the Red Hills
I

RN s Mo s
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Unit No. 1, no.

The gas from the BTA Rojo No. 1 had 337
grains per 100 standard cubic feet of H,S. This figured out
to, I think, 5,300 parts per million.

Another question that I'd like to address
myself to is the time that it took the American Quasar Vaca
Draw Well No, 1 to water out. The dnly daté that we have
on that well is what there was reported on the scout card,
andrﬁhat iéwihe wéyrit's récorded, that the well flowed
4-million cubic feet of gas per day and decreased -- they
have 750 Mcf per day with slugs of water -- and there's a
time written there, 2 hours through l-inch choke, and . g |
whether that's the time they measured the 750 Mcf‘per day

or how long it took it to decrease, I don't know. '

0 Does it have a date that that test was

A The well was completed on -- during Feb-

ruary of 1973, and the test would have probably been, you

know, a few days prior to that,

Q. And when was this well plugged?

A Well, this was the completion date which

would have been the date that the well was plugged.

0 I see, So you don't know --—

A No, I don't know When the ~-

Q ——- from the date of the test to the date




1 when it was P&Ad?

2 A No, I don't, Now, they did plug back and
3 test the Wolfcamp zone at about 15,300 feet, and they fracd
4 it so, you know --

6 0. It sounds like it is all in a reiatively

6 short time while they still had the rig on the hole, doesn't

7 it?
8 A Yes, it would have been a relatively short
° time after they finished drilling the well and then, you
gggg 10 know -- reading the scout card it would be a vgry short
: §§ 1" flowing test and --
~ 2334 ’
‘;‘%!5 12 Q. Okay, you answered two of the questions I
. 4 ;ga; 13 asked Mr. Payton. The third related to the exact status
3 § " of the Devonian perforations in that Red Hills Unit Werlml} No.
1% 1.
16 A Okay, again the information that we have
7 there is based from‘ scout cards, ‘and it sh#ws‘ that they : ;

18 perfed 17,476 to 17,492, and 17,523 to 17,544 feet. They

18 acidized with 5000 gallons, swabbed, and flowed 10.4 million

2 cubic feet of gas per day, and then it says squeezed. E

2 So T take it from the scout card, the

2 scout card says that they were sgueezed. Now I have not %
B 1 talked with Unibn to see if this is correct or not, but this |
- » is what we based that on. ‘
, % 0. ', We have a rathexr comprehensive file on 1
|
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! 1 that Red Hills Unit No. 1, and with your permission I'd like

2 to take administrative notice of any information in that
3 file with regards to this structure and this pool.
4 | A That would be okay with us. I have not
6 looked at that file, but -- ;
6 0. That's ockay with BTA? 1
7 f A. Oh, yes.
8| MR. NUTTER: Are there any further ques-
9 tions of Mr. Salmon? He may be excused. , 1
eigg 10 Do you have anything further, Mr.
§ ;.i 1 | Kellahin?
/> Egjg 12 MR. KELLAHIN: Wo. I figured you'd 1ook
» ;ﬁg; 3] at the file, anyway.
355‘ “ : MR, NUTTER: Not without his permi5sion.
18 Does anyone have anything they wish to

16 offer in Case Number 66707

b 171 - ~ ‘@e’il take the case under advisement.

bt (Hearing concluded.)

VMR o) Kb 1
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EXHIBIT NO.
CASE 6670
SUMMARY OF APPLICATION
RED HILLS (DEVONIAN)

Creation of a Devonian Gas Pool for the BTA 0il:
Producers 7811 JV-P Rojo Well No. 1 located
660' FN & WL, Section 27, Township 25-S, Range
33-E, Lea County, New Mexico.

The pool will be named Red Hills (Devonian).

Vertical limits of the pool to be the Devonian
formation.

The promulgation of temporary special pool rules
including 640 acre spacing and well locations
within a spacing unit of no closer than 660’

to the outer boundary of any unit.

EXHIBIT N
CASENO_ g 420

- BEFORE EXAMINER NUTTER
OIL CONSERVATION DIVISION

CL___l___*___.
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KELLAHIN and KELLAHIN

:
L ¢ Attorneys at Law
¢ Jason Kellahin 500 Don Gaspar Avenue
W. Thomas Kellsahin Post Office Box 1769
Karen Aubrey Santa Fe, New Mexico 87501 Telephone 982-4285

Ares Code 505

August 29, 1979

Mr. Joe Ramey :

0il Conservation Division
P. 0. Box 2088

Santa Fe, New Mexico 87501

b

BTA 0i1 Producers

»

Dear Joe:

Please set the enclosed applicaéion for hearing
on September 19, 1979.

s S 7 Very truly yours,

W Thomas Kellahin

cc: Steve Salmon




STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF

" Kellahin & Kellahin, and applies to the Oil Conservation Dis

Well No. 1, located in Unit D of Section 27, T25S, R33E, NMPM,

“THE APPLICATION OF ' ‘ éﬁ O M~}
BTA OIL PRODUCERS " CONSERY AT G e
FOR POOL CREATION AND - SANTA g VISION

SPECIAL POOL RULES, ; ’;
LEA COUNTY, NEW MEXICO ‘i

o ? .
APPLICATION Care 6720

"COMES NOW BTA OIL PRODUCERS, by and through their attorneys,

-

vision

of New Mexico for Pool Creation and Special Pool Rules, for its
7811 JV-P Rojo Well No. 1 located in Unit D, Section 27, Town-

ship 25 South, ‘Range 33 East, NMPM, Lea County, New Mexico,
and would show:

1. Tnat appll ant s‘théjbperatOr of the‘?811 JV-F Rojo

Lea County, New Mexico.

2. Applicant seeks the promulgatlon of Special
for the Devonian gas productlon from the subJec; well including
640 acre spacing and wéll locations within a spacing unit of no
cloéer than 660' to the outer boundary of any unit.

3. Applicant proposes to dedlcate all of Sectlon 27 to the

subJect well.

WHEREFORE applicant requests that this appllcatlon be set
for hearlng before the Division's Examiner and that after notice

and hearing the application be approved. o

KELLAHIN & KE /116

Sénté Fe, New Mexico 87501




STATE OF NEW MEXICO
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF e BRUTEITVL D
THE APPLICATION OF e Y
BTA OIL PRODUCERS s ‘ A Lo i i
FOR POOL CREATION AND , R AN A B
1 RULES, - T e e
Is.giccggj‘N;g?LNEgL MEXICO OlL CONSZZ@X?E DIVISION
APPLICATION Coase 620

COMES NOW BTA OIL PRODUCERS, by and through their attorneys,
Kellahin & Kellahin, and applies to the 0il Conservation Division

of New Mexico for Pool Creation and Special Pool Rules, for its
7811 JV-P Rojo Well No. 1 located in Unit D, Section 27, Town-

gship 25 South, Range 33 East, NMPM, Lea County, New Mexico,

and would show:

1. That applicant is the operator of: the 7811 JV-P Rojo

Well No. 1, located in Unit D of Section 27, T25S, R33E, NMPH,

Lea County, New Mexico. ‘

2. Applicant seeks the promulgation 6f Special Pool Rules
‘for the Devonian gas production from the subject well including
640 acre spacing and well locations within a spacing unit of no
closer than 660' to the outer boundary of any‘unit.

3. Applicant proposes to dedicate all of Section 27 to thev

subject well.
WHEREFORE, applicant requests that this application be set

for hearing before the Division's Examiner and that after notice

and hearing the appliCatiOn-be approved.

KELLAHIN & KE

By

W. omas
P. 0. Box 1769
Santa Fe, New Mexico

ahinbﬁ
87501




STATE OF NEW MEXICO -
DEPARTMENT OF ENERGY AND MINERALS
OIL CONSERVATION DIVISION

IN THE MATTER OF e Ve
THE APPLICATION OF - eIV
BTA OIL PRODUCERS i S T
FOR POOL CREATION AND e |
SPECIAL POOL RULES, va s
LEA COUNTY, NEW MEXICO o CONSERyATI Y ot
SANIA 1 DiVIsIon
APPLICATION Co o bl 7?9

COMES NOW BTA OIL PRODUCERS, by and through their attorneys,
Kellahin & Kellahin, and applies to the 0il Conservation Division

of New Mexico for Pool Creation and Special Pool Rules, for its
7811 JV-P Rojo Well No. 1 located in Unit D, Section 27, Town-

- ship 25 South, Range 33 East, NMPM, Lea County, New Mexico,

and would show:
1. That applicant is the operator of the 7811 JV-P Rojo

, NMPM,

i

Well No. 1, located in Unit D of Section 27, TZ5S, R33
Lea County, New Mexico.
2. Applicant seeks the promulgation of Special Pool Rules

for the Devonian gas production from the subject well including

RN P A N e

640 acre spacing and well locations within a spacing unit of no
closer than 660' to the outer boundary of any unit.
3. Applicant proposes to dedicate all of Section 27 to the

subject well.

WHEREFORE, applicant requests that this application be set
 for hearing before the Division's Examiner and that after notice

and hearing the application be approved.

Sénta Fe, New Mexico 87501
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~3- L |
Case No. (670 . | .

Oxrder No. R-.

RULE 2. Each well shall be located on a standard unit
contalning 640 acres, more or less, con51st1ng of a governmental

section. _

e RL A PN

}
. : : I
RULE 3. The Director of+e Division _ -1 may grant :
an exception -to the requirements of Rule 2 without notice and !
hearing when an application has been filed for a non-standard o
unit and the unorthodox size or shape of the unit is necessi- :
tated by a variation in the legal subdivision of the United i
- States Public Land Surveys, or the following facts exist and
the following provxslons are complied with: H
1
(a) The non-standarq unit consists of quarter-
quarter sections or lots that are contiguous
by a2 common bordering ‘side. B

(b} The non-standard unit lies wholly within a R
governmental section and contains less - S
acreage: than a standard unit. S

(c) The applicant presents written consent in i
‘the form of waivers from all offset operatocss - %
and from all operators owning interests in .
the section in which the non-standard unit :
is situated and which acreage is not included - L
e in said non-standard unit. = . -

(d) In lieu of Paragraph (c) of this rule, the
applicant may furnish broof of the fact that
a2ll of the aforesaid operators were. notified
by registered or certified mail of his 1nrpn+’
to form such non-standard unit. The Division. -
Director may approve the application if no such

- operator has entered an objection to the forma-
tion of such non-standard unit within 30 days
after the annas+or' 77 -zoTor has received the
application. : -

RULE 4. Each well shall be located no nearer than 1650
feet to the outer boundary of the section and no nearer than 330
feet to any governmmeéental quarter-quarter sectlon llne. : '

RULE 5. The I):Ws:au ‘Director may grant an exception to
the requirements of Rule 4 without notice and hearing when an
application has been filed for an unorthodox location necessitated
by topographical conditions or the recompletion of a well pre-
viously drilled to adcr-2: horizon. All operators offsetting
the proration unit shall be notified of the application by
registered or certified mail, and the application shall state
that such notice has been furnished. The Pirector—-" - .may
approve the application upon receipt of written waivers from all
operators offsetting the proration unit or if no objection to
the unorthodox location has been entered within 20 days after
the Directer ° -:2. has received the application.
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' NMSA 13, % contained in Chapter 271, Laws of 1969, existing
! 4 (¥ B il 258
/'76 wells in the Red ﬂ.us:ne,./, niam Gas Pool shall have dedicated

. =4~ ‘
case No.& 070 , |

Order No. R~

IT IS FURTHER ORDERED:

(1) That the locations of all wells presently drilling
to or completed in the Red Hijls-Devoniazw. Gas Pool or in the
Devoniam formation within one mile thereof are hereby approved;
that the operator of any well having an unorthodox location
shall notify the Hobbs District office of the Divisiew  in
writing of the name and location of the well on or before

December 15, 1979. o .

(2) That, pursuant to Paragraph A. of Section 70- 2—13, )

thereto 640 acres in accordance with the foregoing pool rules;
or, pursuant to Paragraph C. of said Sectlon'ra-g-/g, ., exist~
ing wells may have non-standard spacing or proration units
established by the Divigievt - and dedicated thereto. ‘

Failure to file new Forms C-102 with the Division
dedlcatlng 640 acres tn a well or to obtain a non-standard unit
approved by the Divisien . within 60 days from the date of this .~
order shall subject the well to cancellation of allowable. Until
said Form C-102 has been filed or until a non-standard unit has
been approved, and subject to said 60-day limitation, each well
presently drilling to or completed in the Red Hills- Devonian Gas
Pool or in- the De'/om:w. formation within one mile thereof shall
receive no more than one-half of a standard allowable for the

pool. -

-(3) That th:Ls case shall be reopened at an exam:mer
hearina v JMMin)‘aQ‘ ——— T T e st

me i oemll \»at
which time the operators 1n the SUbJeCL pool may appear and show
cause why the Red Hill<-Deveviioer Gas Pool should not be developed

on 320-acre spacing units.

( . > 2 i i
: . i

: (5/ That jurisdiction of this cause is retained for the } :
entry of such further orders as the .. n may deem neces-
DONE at - H

18-, wroms R 0
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

B
/fﬁ/THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING: A
ﬁﬂﬂ{Q\ CASE No. __ 6670
/ Order No. R- 6/93’4

ORDER NO, R- 6183 , WHICH ORDER

XBSTABKESHEP SPECIAL RULES AND REGULATIONS .
FOR THE RED HILLS-DEVONIAN e

GAS POOL, LEA COUNTY, NEW MEXICO,
INCLUDING A PROVISION FOR 640 ~ACRE
HRORXSXGNXUNITSX SPACING UNTTS.

L~
ORDER OF THE DIVISION

ISION: |
BY THE DIV N _ ;Zz
This cause came on for hearing at 9 a.m. on January 17

IN THE MATTER OF CASE 6670 BEING ,
REOPENED PURSUANT TO THE PROVISIONS OF i

‘1981, ‘at Santa Fe, New Mexico, before Examiner Richard L. Stametg

NOW, on this day of January , 1981 , the Division

Director, having considered the testimony, the record, and the
recommendations of the Examiner, and being fully advised in the
premises;

FINDS:

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

matter thereof.

(2) That by Order No. R-6183 , dated November 28
1979 ¢ temporary sﬁe@ial rules and regulations were promulgatéd

for the Red Hills-Devonian Gas Pool, Lea

County, New Mexico, establishing temporary 640 -acre spacing
‘units.

(3) That pursuant to the provisions of Order No. R_g183 |

this case was reopened to allow the operators in the subiect pool

to appear and show cause why the Red Hills-Devonian

Gas Pool should not be developed on 320 -acre spacing units,

(4) That the evidence establishes that one well in the

t - . N .
Red Hills-Devonian Gas Pool can efficiently and economicall

drain and develop 640 acres,

T T
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Case No.
Order No. R~

(5) That the Special Rules and Regulations promulgated by

Order No. R-6183 have afforded and will afford to the owner

of each property in the pool the opporturity to produée his just
and equitable share of the gas_iﬁ the ‘pool.

(6) That in order to prevent the economic loss caused by
the drilling of unnecessary wells, to avoid the augmentation of
risk arising from the drilling of an excessive nuinber of wells,
to prevent reduced recovery which might result from the drilling
of too few wells,>and to otherwise prevent waste and pro£ect
correlative rights, the Special Rules and Regulations promulgated
»byjogggpfugfwﬁié}a?,w”Hshould be continued . in full force and. -
effect until further order of the Commission.

IT IS THEREFORE ORDERED:

(1) That the Special Rules and Regulations governing the

Red Hills-Devonian Gas Pool, Lea County,
New Mexico, promulgated by Order No. R-6183 , are hereby

continued in full force and cffact until further order of the

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

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

designated.




