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SLPORE THe
QIL CONGERV2TION COMMIZSION
5T Te OF o MEXICO

PROCEED TGS

The following .utterscame on for consideration before
the CQil Conservaztion Commission of the State of Wew Mexico,
pursusnt to legal notice =+t . he.ring held on November 21, 1950,
st 10200 .., =t Sant. Fe, dew lexico,

MOTLICE PO HUGLIC TION
3 dOMIXICO
CIL CONSBERV TICH COMMISSION

Ivs

711 interested purties:

The 0il Conservution Commission of the 3tate of ew
#exico hereby gives public notice th:t hecrings will be held
before the Comiission pursucnt to sule 303 of the Genersl Rules
-nd Regulutions of this Comuission on the d:tes hereinafter set
forth for the purpose of setting the illow.ble production of oil
snd gus for the 5tite of Hew Mexico for the culendur month
following the dute of e.ch heuring, 711 such he.rings sh.ll be
held in the Office of the Uil Conserv.tion Commission 4t .L.nt.
Fe, New Mexico, comsenciry 2t 10:00 <, m,, und shzll be on the

dote:

950

"

frod

Hovemba 21,

J.ted this 3rd duy of Jiaoxy, 1900,



STATE OF Niw MEXICO
OIL CONSERV/TION COMMISSION

SE’L . /s/ R, R, SPURRIER, SECRET:RY

NOTICE OF PUBLICATION

ST2TE OF NEW MEXIOO

OIL CONSERVATION COMMISSION
The Staute of iew Mexico by its Oil Conserviation Commise

sion hereby gives notice pursucnt to law und the rules and regu-
lations of said Commission promulgated thereunder, of the follow-
ing public hearing to be held November 21, 1930, beginning at
10:00 o'elock . M, on that duy in tl City of S«ntz Fe, New Mexico,

in the Capitol (Hall of Hepresentatives),

¥id-Continent Petreoleum Corpor.tion
Tulsa, Okl.ihoma

Magnoliz Petroleum Cempany
Dallas, Teoxas

Gulf Qil Corporation
Tulsa, Oklaheda

Samt: Fe Pucifie Railroad Company
fmarillo, Texas

@il Development Company of Tex:s
- % Sunte Fe Pscific Rallroud Company
tmarillo, Texzs

U. D, Sawyer and Dessie Suwyer
Crossroads, hNew Mexico

To all othex persons who may have an interest
in the aetters hemein set forth:

Gase 149 (under authority of section 3, Order No. 779, duted
July 27, 1948)
In the mutter of the he:ring cullad by the Qil Conservation
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Commission of the State of iew Mexico upon its own motion for the
purposes of:

| l. Reconsidering Urder No, 779 made by the 0il Conser-
vution Commission of the State of New Mexico, in Cuse No, 149 on
July 27, 1943, upon the .pplication of Mid-Continent Petroleun
Corspor.tion, establishing the 30-acre drilling pottern and pro-
r.tion unit for the production of oil from the Davoniun form.tion
below 12,000 feet in the Crossro.ds Devoniun Field of Lea County,
New Mexico,

2. Rescinding the cuncelling szid Urder No, 779 unless
the Mid-Continent Petroleum Corporation, applicant for the ufore-
mentioned order, or zny other interested psrties, show good cuuse
why the same should be further continued in effect.

GIVEN under the seal of the Oil Conservation Commission of New
Mexico, at Santa Fe, New Mexico, on October 27, 1950,

STATE OF NEW MEXICO
OliL CONGERVATION COMMISSION

/s/ R. R, spurrier
SE L R, R, SPURRIER, S£CRET/RY

NOTICE OF #IBLIC/TION
oTATE OF NEYW MEXICQO
OIL COuISERV TION COMMIZSION
The .tute of New Mexico by its 0il Conservition Commission hereby
gives notice pursuant to l.w .nd the Rules und Kegul.itions of =« id
Comizcion promulgited thereunder, of tne following public he:ring
to be held November 2}, 1950, beginning 2t 10:00 o%elock .. . on
that day in the City of Santa Fe, New Mexico, in the Cupitel (Hall

of Representatives),



~11 nsmed parties in the following
cases und notice to the public:

Cage 237
In the matter of the application of the Hew Mexico 0il Conservation
Commission upon its own motion to establish s well spacing pattern
for exch of the presently designated gas pools in the Counties of
5an Juan and Rio Arriba, State of New Mexico, producing or capable
of producing from the following formations:

1. Pictu§ed Cliffs sandstone (except Kutz Canvon-Fulcher
Basin

2. Mesaverde formation {except Blinco)

3., sny of the Pennsylvenian formutions.,
Gase 238
In the matter of the application of Shell Pipe Line Corporztion to
amend for the purpose of clarification, Rule 503 (e) and Rule 503
(f) of Order No. 850, being the Rules and Regulations of the New
Mexico 01l Conservation Commission, in order that the s.ue may be
construed 28 covering underruns and overruns, etc,
Lase 232
In the matter of the upplication of Humble Oil :nd Refining Company
and Magnolia Petroleum Company for permission to inject water fox
secondary recovery of oil from certain marginal wells in the Gray-
burg reservoir, Penrose~Skelly pool on the Humble Oil and Refining
Company's J. L. Greemwood lLeise ind the Brunson- rgo lease of Mig-
nolia Petroleum Company, in suid pool, located us follows:

J. L. Greenwood Lease: 5/2 5ec, 9, Twp. 228, R. 37&,
Lea County, New Mexico.
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Brunson-/rgo Lease: Ni/4 Sec. 9, Twp. 225, R. 378, and
Ni/4 Sec. 10, Twp. 225, R. 37E, Lea County, HNew Mexico.

Mﬂ .
In the matter of the applicstion of Resler and Sheldon for authority
to duzlly complete a well located 2310 ft, south and the north
line und 990 ft. east of the west line of Sec, 33, Twp,., 235, R, 37E,
Lea County, New Mexico,
Case 24}
In the matter of the New Mexico Qil Conservation Commission upon
its own motion upon the recommendation of the Southeastern New
Mexico Nomenclature Committee for the creation of new pools, cs
follows:
Tup, 218, B, 375, N M. P.M,
5%/4 Section 2
i
Ni/4 Section 11
the same to be classified us an o0il pool und named NORTH BRUNSON
(Ellénburger).
Twp, 123, B, 375, N.M.P M.

5/2 Section 13
N/2 Section 24

the sume to be classified ss an 0il pool and named GL. DIOLA
(Devonian), and for the extendion of certain heretofore created
pools as followss

Extend the Grayburg-Juckson pool, Eddy County, New Mexico,
by changing the present boundaries to include the N/2 Section 7,
Twp. 178, R, 31E, N.M,P.M.

Extend the boundaries of the Watkins Peol, Eddy County,
De



iiew Mexico so as to include the £/2 of Sec. 36, Twp. 18S, R. 31E
for Gueen production,

Extend the boundaries of the Turkey TrackeSeven Rivérs
pool in Eddy County, New Mexico, so zs to include the SE/4 sec. 9,
/2 Sec, 10, N/2 Sec. 15, NE/4 Sec., 16, sll in Twp, 195, R. 29E,
N, M, P M, |

Extend the boundaries of the Maljamar-Paddock pool in
Le: County, HNew Hexico,rso s8s to include therein 3/2 Sec, 17, NE/4
Sec, 20, in Twp, 1735, R, 322, N.M.P.M,

Extend the existing boundaries of the Corbin pool in Lec
County, to include therein the SE/4 sec., 33, und the Sw/4 Sec, 34,
in Twp, 175, R, 33@, NeM, P, .

- Extend the boundaries of the Nadine pool in Le:s County,

Wew Mexico, 80 as to include therein the 5/2 Sec. 14, Twp, 195,
R, 38E, N,M.P.M,

Extend the North Drinkard pool in Lea County, New Mexico,
so as to include therein the NE/4 sec. 10, T. 215, R, 37E, N.M.P,M,

Extend the Drinkard pool in Lea County, New Mexico, so as
to include therein the E/2 Sec, 23, Twp, 215, R. 37E, N.M.P.M,

Extend the South Leonurd pool in‘Lea County, iNew Mexico
so as to include therein the E/2 of Sec. 23, Twp., 2635, R, 37&,
N M PoHiy

Extend the boundary of the Lunglie-Msttix pool in Le:
County, Hew Mexico, so us to include therein the S$W/4 3ec., 20

snd Ni/4 See, 36 of Twp, 243, R, 378, NJLP.M,
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In the matter of the :pplicuztion of Centinent:l Qil Company for un
order cpproving the unit agreement of the Texas Hill Unit -req,
£ddy County, Hew Mexico, comprising 13,300,43 ucres more or less,
situsted in Townships 21, 22 and 23 south, Range 21 eust, N.M.FP.M.
snd in accordunce with pl:at ztt.uched to said spplicsztien,

GIVEN under the se:zl of the 0il Conservation Commission of New
Mexico, st Santa Fe, New liexico, on October 27, 1930,

ST TE OF WEY MEXICO
OIL CONSERV/TION COMMISIION

/s/ R, &, Spurrier
Re Ko SPURRIER, SECRET AY

BEFORE
Hon, Guy Shepuard, Member und icting lShairman.

Hon, R, R, Spurrier, Member ind Secretary
REGISTERS

W, K, Byrom
Hobbs, New Mexico
Nelen und Uyrom

B, H, dolen
Hobbs, New Mexico
Nelen :nd Byrom

B. R, Carney
Tulsa, Oklshome
Warren Petroleum Company

Booth Kellough

Tulga, Oklahom:

fmevada Petroleum Corporation
2e Jo Forester

Tulsa, Oklahomo

Sinclair Oil .nd G.s Compuny
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Cecil R, Bucklas
Tulsa, Oklahom.
Sinclair Qil and Gas Company

Se Jo Fraser
Tulsas, Gklahemu
Singlcir 01l and Gas Cempany

M, L., Patterson
Odesss, Texas
Phillips Fetroleum Company

Scott B, Brown
Farmington, New lexico
Wdgtern Nutionul Gus Cempany

We Fo Hollis
Midlarnd, Texas
El Paso Hatur:l Gas Company

Elvis R, Utz .
Santa Fe, New Maxico
New m:ice 0il Conservetien Cowmnission

He W, MeDody
Dallas, Tex:s
Soeuthexrn Union Gas Campany

i:c B’O ‘-rlurk
‘l‘iﬁhitﬂ Kanszas
Clark aad Christie

Balld" TﬁXus
Southern Union Gus Compuny

Joe Lilly
Farmington, New Mexico
Southern Union Gus Compuny

w. E}. Ecrlmiﬂ
Hobbs, Now lexice
Gulf 611 Corporation

.Eg. E. &hrkt k‘
Ft. Worth, Texas
Gulf 011 Corporxration

Murray C. Moff:tt
Ft, Yorth, Texas
Gtilf Oil Cerperstion
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Glenn Staley
Hobbs, New Mexico
New Hoxic:e Engineexring Commission

Forrest B, Killerx
Santa Fe, Hew Mexico

T. H, MeElvain
Santa Fe, ilew Mexico

Lloyd Hols;..pple
Ft, Worth, Texas
sinclair Oil and Gas Company

G, H, Gxa
Midland, Tex:s
Sinclair 0il und Gas Company

R, S, Blymn
chbs, New Mexico
New Mexico Qil Ceonservation Commission

G. E. Kendrick
J&l New Mexico
f%so Natural Gus Company

C. L, Perkins
£l Passo, Tex:s

E. Taylor . xmstrong

Dallas, Texas

James D, Haneack snd Company, Ltd.
British American Oil Prodact on Company

Paul §, Jehnston
Hobbs, New ifexico
Texas Pacific Coul and 0il Company

Razaem Loamb
srtosis, New Mexico
wilsen Oil Cempany

R. E, Murphy
&eswll, tew Mexice
Magnoli: Petreleum Company

Lewis H Bend, Jr,
Ft. Worilh, Texus

Stanolind 01l and Gas Cempany

9.



J. O, Seth
Santa Fe, New Mexico
tﬂnelind Oil and Gas Company

C. F. Redford
Fort Worth, Texas
Stanolind Oil und Gas Compsny

O, Seth
Zanta Fe, llew Mexico
Stunolind Oil und Gos Compuany

rlex Clarke, Jr.
Ft. orth, Texass
3tanolind 01l and Gas Compuny

Yarbrough
sbs, New Mexico
New Mexico Oil Conservation Commission

R, 3. Dewey
Midland, Tex:s 7
Humble Petiroleum and Refining Company

%, E. Hubbaxd
Houston, Texas
Humble Petrolauax and Refining Company

Payton Howurd
Midland, Texas
Shell Oi1 Company

F C. Brown
Housten, Texus
%ull o1 Compuny

M, T, amith
Mdland, Texus
shell 0il Company

R. E, Reshl
Bidl.ond, Texas
Cities Zervice Qil Cempany

R. L. Denten

Midloend,Texus
Magnella Petroleum Company

Frank R, Loveing
Hobbs, New Mexice
shell 011 Company

10,



B, L. Ryan
Midland, Tex.s
Shell Qi1 Cowmp.ny

Ra Ec Canfleld
Roswell, New iexico
U, 5. Geologicuil 3urvey

Foster Morrell
Roswell
U, 5. Geelogicil3urvey

H. L. Johnston
Ft, Worth, Texcs
Centianntai Qil Company

E. L. Shafer
Hobbs, New lMexico
Continental Oil Company

Homex Daily
#idland, Tex.3
Centin!atal 0il Cempan

W, Baxter Boyd
Ft., Worth, Texus
Continental Oil Company

T. R, Cady
Ft. Werth, Texas
Continentil 0il Company

Thomas steel:
Hobbs, New Mexico
Chio éil Comp:ny

G; 14. {}10& ‘xil
Midland, Texas
Stanolind Cil Cempuny

John Geuld
Sundown, Tex.s
Heaolulu Qil Corpor.tion,

Charles %, uternberg
Deaver, Coloxr.<o
Sunray 0il Cerporation

Marual 7, Sunchez
Santa Fe, New Mexico
Delhi Oil Corpexstion

11.



Robert Hims
Dallas, Texus
Delhi :nd Bl.co Company

We Clifford 3mith
Dallas, Texas
Delhi 51; Corporation

Frunk C, Barnes
Santu Fe, New Mexico
New Mexlico Oil Conservition Commission

E, £, Kinney
irtesia, New Mexico
New %exico Burecam of Mines

George Graoham
Santa Fe, New Mexico
MNew Mexico Oil Censervition Commission

Dan McCormick
Carlsb.ad, New Mexico
New Mexieco Of]l Censervation Commission

7o R, Greer
Sztec, New Mexico
New Mexico Cil Censerv.otion Commission

Hiren Dow
Roswell, MNew Mexico

J. ¥, Zrocker
Tulsa, Okluhom.

Ge T, Hanners

Levington,
HNew Mexico
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CHAIRMAN SHEPARD: The meeting will please come to
order, The first order of business will be the allowable
hearing.

MR. McCORMICK: Let's have Ed Kinney and Elvis Utz
sworn, Will you swear them, Mr. Chairman?

(Mr, Utz and Mr. Kinney sworn,)

- e am a -

ELVIS A. VIZ,

having been first duly sworn, testified as follows:

RIRECT EXAMINATION
By MR. McCORMICK:
Q Please state your name,
# Elvis A, Wz,
Q What 1s your official position with the 0il Conservation
Commission?
A Engineer.,
Q As such, do you make a study of market demand for oil in the
State of New Mexico?
A I do.
Q Do you have the estimate of market demand furnished by the
Bureau of Mines?
A No, I do not have it this month. It hasn't arrived yet.
Q Have you received and compiled nominations of purchasers
of oil for the month of December, 19507
A Yes, I have, |

13.



Q What are the nominations?

2 The totsl nominations are 121,899 barrels per day or 633

barrels increase over November.

Q That is for the entire state?

4 That 1s for the entire state., There are 698 barrel nominations

for the northwest.

Q In your opinion what would be the reasonable market demand

for oll for the entire State for the month of December, 19507

A 142,225 barrels.

Q How much of this demund can be met by the unallocated pools

of northwestern New Mexico?

A ‘pproximately 300 barrels.

Q That leaves 141,425 for southern New Mexico?

A That is corrsct, for the allocated pools.

Q In your opinion would that figure, the balance of the market

demand, be met by the allocated pools of southern New Mexico?

. Yes, it can.

Q Is the potential producing capacity of all the wells in

southern New Moxico greater than that figure?

’ Yes, I believe it is.

Q In order to prevent waste, in your opinion, is it necessary

for the wells in Lea County, Eddy County and Chavez County

to be limitad in their production?

2 Yes, 1 believe it is,

Q And, in your opinion, can the wells in those three counties
14,



produce this amount of oil which you have suggested wifhout
comnitting waste?
A rccording to any information we have in our office they can,
yes,
Q And your final recommendation then is 141,425 barrels
for southern New Mexico?
2 That 1s right, And I would recommend 48 barrel normal unit
allowable to arrive at that total allocation,
Q That is the same normal unit allowable we have for the current
month?
A That {is corréct.
Q How do you recomend that production be AIstributed?
£ According to the rules and regulations of the New Mexico
0il Conservation Commission.
Q The present rules and regulations?
A Yes, sir, the present rules and regulations.

MR, McCORMICK: Any questions of Mr, Utz?

A VOICE: What was the total nominations?
£ 121,899,
Q (By Mr, McCormick) I will ask you this Mr, Utz. How has
the nominations for the past two months been comparing with the
production and pipeline runs?
A They have been running fairly close, I will say within five
per cent of each other,
Q Which is the lower?

15.



A The last of July the nominations were a little above the
production, that reversed in August and then production has
been gaining a little each month on the nominations,
Q And the pipeline runs according to your latest figures are
a little in excess of the then current nominations?
A That is correct.
MR, McCORMICK: Any questions of Mr, Utz?
(witness dismissed,)
E. E. KINNEY,

having been first duly sworn, testified as follows:

DIRECT EXAMINATION
By MR. McCORMICK:
Your name is Ed Kinney?
Yes, sir,
What official position do you hold?

Petroleum engineer, New Mexico Bureau of Mines,

O » O » O

As such, have you been making a continuing study of market
demand for oil in the State of New Mexico?

A I have,

Q@ Please state to the Commission what the general picture is
now on market demand and storage,

A A canvass of the majority of the purchasers of crude oil in
the State of New Mexico shows the market demand to be firm, the

supply to be slightly less than market demand; the difference
16.



being made up from storage. It is recommended that the
allowable be maintained at 43 barrels and that recent
discoveries will tend to close the gap,
Q aAnything else you would like to state Mr, Kinney?
» HNo, sir,

MR, McCORMICK: Any questions of Mr. Kinney?
Does anyone else have any remarks to make,

MR, SMITH: Our nominations for the month of December
have been filed with the Comuission und that figure is 395
barrels for the month or 23,701 barrels ber day and represents
a slight increase over November, taking into consideration a
new well which we expect to connect in December.

MR, MeCORMICK: “nyone else? any remarks, or comments
or questions? That is sll,

(#¥itness dismissed.,)

CHAIRMAN SHEP~RD: Case Number 235,

MR, DAVIS: My name is Quilman Davis, Mr. Christie,
a member of the partnership of Clark and Christie, petitioners
in Case Humber 235, has asked me to request the Commission to
dismiss the petition filed on the basis that the questions
raised under that application have been settled satisfactorily
to all parties. We ask that the case be dismissed without
prejudice, and also it is requested that the order previously
issued in connection with case number 235 be rescinded. I have

i7.



here a signed statement by the interested parties which I
would like to offer in avidence that the case has been satis~
factorily settled,

CHAIRMAN SHEP~RD: It will be accepted. Any objections
to dismissing Case Mumber 235, If not, we will take it under
advisement and take up the next case.

Mr, Hanners, are you ready for Case Number 1497

-ﬂR. HANNERS: If I could have just a minute.

CHAIRMAN SHEPARD: 711 right. 4t this time we will take
up Case Humber 237, ‘

(Mr, Graham read the notice of publication in Case
Number 237.)

MR, HcCORMICK: Mr., Barnes, do you have a statement
to make in connection with 23772

MR. BARNES: I have,

MH, McCORMICK: Mr. Frank Barnes, go ahead Mr, Barnes.

MR. BARNES: In the matter of Case Number 237, it appears
a situation is developing in certain areas of the San Juan
in northern New Mexico that miy eventually result in wasteful
practices which poses s considerable problem to the Oil
Conservation Commission and the operators in the area. I am
spesking specifically in respect to the spacing of certain gas
wells drilled to the three major gas prdducin g formations of
this area, In the San Juan basin at the present time we have
only two specially designated poole that are not under the
state wide 40 acre spacing regulations, The two nools are

18,



Kutz Canyon-Fulcher, Picturea Cliffs gas pool, which is under
160 acre spacing and the Blanco-Mesa Verde pool which is under
the 320 acre spacing. At the present time, these pools are
not only being extended in several differentdirections, but a
number of wildcat wells and new pools, some miles removed from
these designated pools, are being drilled. Of course, some
wells are being located under statewide 40 acre spacing
regulations., We believe, and there is considerable geological
evidence to support the fact, that mny of these pools will
eventually connect up and we will end up with the problem of
gas wells drilled and completed on 40 acres,

This way the Pictured Cliffs or Mesa-Verde -- which
will end up being connected to pools -- they already have
special spacing regulations of 160 or 320 acres. When that
happens ~-- there may not be any immediate serious consequences =--
but eventually if it comes to the proration of gas in that area
we will have operators with wells drilled on 40 acres that
will want a 320 or 160 acre allowable. The situation hasn't
reached serious proportions at the present time, but it could
become quite a problem within the matter of a couple of years,
What we would like to do under Case Number 237 is get the views
of the operators. Their ideas as to how we could meet this
problem in anticipation of the difficulties we may have
later on and arrive at some universal spacing pattern on a

functional basis, or it ﬁay be necessary to leave it under the

19.



present practice of spacing these pools individually, We have
made some study of the problem and have some ideas on it, It
would undoubtedly be advantageous to get the ideas of the
various operators in the area, That is all I have,

CHAIRMAN SHEPARD: Anyone else, anyone have anything
on Case Number 2377

MR, ARMSTRONG: My name 1is E, Taylor Armstrong,
1218 Republic Bank Building, Dallas, representing James Hancock
and Company, Limited and British American Oil Producing
Company.

May it please the Commission, it wasn't clear from
the notice here as to - in my mind - a2as to whether or not
Case Number 237 would involve what is known as the Douthit
lNumber 1 Federal Well inasmuch as the notice says all "presently
designated gas pools®", and as I understand it isn't in a
"presently designated gas pool,.®

For that reason, we have - this well has been completed
in.September but has been shut in since £hat time. There is one
well about two miles from it and then what is known as the
west Kutz Canyon Field, is approximately five miles distant.
On behalf of the operators, James D, Hancock and Company and
British American Oil Producing Company, we would like to suggest
to the Commission that before any spacing order i{s fixed by
the Commission as to these Santa Fe Permit Numbers 0780839,
073092, and 078094, that a special hearing be set as a matter

20.



of fact, we have not had an opportunity to really study the
pertinent factors, and based upon which we can make a
suggestion to the Commission. If the Commission has in
mind to adopt spacing rules that would affect these particular
permits, we request a special hearing be set in the future
where we could have further time tn study it, I would like
to file this application at this time,

CHAIRMAN SHEPARD: It will be received. Anyone else,

MR. GREER: My name is A, R, Greer with Benton and
Montan. Benton and Montan are interested in about --

CHAIRMAN SHEPARD: (Interrupting) Do you want to

testify or are you just making a statement?

MR. GREER: Just making a statement, We have an
interest in about -~

CHAIRMAN SHEPARD: (Interrupting) A little louder,

MR, GREER: We have an interest in about twenty-five
thousand acres in the west Kutz Canyon Area and we believe
that about fifteen thousand acres will eventually be taken
under consideration or will connect with the wells that are
presently drilled in the west Kutz Canyon Field. This
particular well that British American has reference to will
also undoubtedly connect with the west Kutz Canyon Area and
as such there will be a very large area directly affected by
the rules and the spacing set up for the west Kutz Canyon
Field, In view of this we concur in British American's
recommendation that a special héaring be had covering the west

21.



Kutz Canyon Field and taking into account the area as far
south as the British American and Hancock Douthit Number 1
and probably should include as far south as the Huerfano
area,

We would like to request about 60 days in which to
gather additional information before this hearing be set up,
We recommend it be held sometime in January.

MR. DAVIS: I represent Southern Union Gas Company,
First, I would like to ask if it 1s intended special hearings
will be held on individual wells for a spacing order, or is the
information given here today to be taken and from which orders
will be wxritten?

M. SPURRIER: This hearing, Mr, Davis, according to
the notice is to consider all the pools now named.

M, DAVIS: Well, that was what I wasn't clear on. I
didn't understand,

MR, SPURRIER: That is right. 1In this particular well
that Mr., Armstrong is talking sbout, since it isn't in a named
pool, it won't be considered today and will be taken up at a
hearing at a later date,

MR. DAVIS: On that basis, Southern Union Gas Company
recommends 160 acre spacing for Plctured Cliff wells and 320
acre spacing in the Mesa Verde wells, particularly in the
La Plata Field. We would like to see 320 acre spacing there
and wells located on the 160 acre unit 320 feet out from the

22,



centar of the alternate cuarter, How, we do have s situation
up there which will huve to be provided for in the order
to permit wells either oa the northwest southeast :s a

nattarn with a provisionm that wells her=to fore drilled on

g

tha northeast southwest putt:rn cun be drilled so that we
will bo able to produce wells on 320 scr2 spucing., HNow,
45 to this Kutz Canyon Field, .e feel that 1060 icre spacing
for picture cliff wellc ther: is desirsble. s to the
B:rker dome we fe2l in that instunce there is only one
lascor, the Ut2 Mount.in trib- of Indisns, und the Southern
Union Gas Comnmany is thn less::, undnr thoss leases were
sublosse agreemsnis 4oing through, I belleve, L1 Puaso !Hntur:l
Gao Company. e fo2el in this Instance that vz do not have
anougn information to justify spacing there -nd recommend
it be Jdefaerred until such time s w2 can det:rmine what is
proper spacing up thera, %e will have no trouble whatsoever
as far as production hecsuse of the fzct thit we are the
lessees under the lease and the Indiuns hold us ra2sponsible
for all operations there with El Paso Naturil operating
through us under a sub leuse .jreemant,

YR, SPURRIER: How many walls are thers in the Barker Jome?
Do you know, Mr, Yavis®

MR, DAVIS: Pennsylvanis well,

MR, SPURRIER: Yes,

MR, DAVIS: where is my enginesr, about aight wo2lle,

1. SPURRIER:  “nd vyon thirk that 1s not onougi

~
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to set a4 spacing piottern,

MR, D&VIG:  Clo, sirx, not at that time.

CHAIRMAN SHEP (Ro: Do you huave any more questions,
Hr. Spurfier?

MR, SPURRIER: o,

CHAIRM N SHEP R ayona2 else,

MR, BOMND: iy nasme is L, H, Bond with Standdlade Oil
and Gas Company. Ltanoliad Qi1 und Gas Comprny is the interest
ownar with Benson Montan in the ccreage ne.r the rest Kut:
Cunyon Field. 35ince that .creage has not been developed it
this time and since wo do not have what we consider inform.tion

n; recommandastions, w2 would like 4o
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1o support sur spic
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period is convonisnt witlc the Qomnission., The utuaolind

011 and Gus Counwny 1so is .n interest owner in the Ute
Doma Piradox Field which is . Pennsylvuni. formation., There
is only one well comulated in the Pannsylvanis in the Ute
Dou:a fieid :t tha present time, Stanolind Ute Indiuns do. 4,
This well wes com~lotoed in 1543 {n September ot 1 totul depth
of 5692 feet and wx perforated  from 3895 to 4309,

3315 to 3350 in the varadox., Tie well flowed

noturcl 1130 eubic fost por dav ftor acidstinna flowad ¢t
the rate of 1025 cubic feot g2 day. Initsl bottoi hole
pressure in this fizld was 350 b.rrels and the bottor hole

tamperotura 140 degress, The g.s from this well
s
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very high carbon dioxide content, app&oximately 24,37 per
cent., It also has a high hydro-sulphide, hydrogen sulphide
content in the nercentage of 1,33. 1 would like to submit

in this respéct 25 St-noldin's Exhibit Yo, 1 an =nslysis of
the gas in this well vhich was run by the I, W, Saybolt :nd
Comp;nf. In view of the oxtremely sour ¢ss which is produced
from this well which mikes the market picture very ppor -nd
since this well has »=on shut in since it was completed for
lack of « marketvstanolind 0il and Gas Company recommends that
o spacing of 640 acr2s be established in the Ute Dome Parudox
Field, It is our beliesve at this time at least that spacing
on anything less th:on 640 might possibly prove uneconomical.
rnother field which falls under the call of this hesring -
Stanolind is the only operator in_thé field - 5nd it consists
of Section 35, Section 36 in Township 32, North and Sections
1 and 2 in 31 North both in Range 14 #“est., ‘e are the only
operator in the field, In the Blunco Pictured Cliffs Field
strnolind has acreage ii the ganeral fi=2ld limitution snd =
coasiderable amount o7 .croage which we ~nticinzte 111 be
sroductive in the Picturad Cliffs {ormation, Ther: is only
one well completed in the Pleturad Cliffs formction 4 ihis
time. 3Since tho operators thers do not havo pertinent dst-
on that well to present, it is our believs th:t tha Pictured
Cliff formation in 8l nco will probably not be developed until
the Mesa Verde formation which is apparently the most
prolific in that area und which covexrs the same area probably
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=5 the Bianco Pictured Cliff is depleted. The spacing in the
Blainco Mesa Verde field is one well of 320 acres. It is our

racommendation that the Blanco Pictured Cliff fields also be

sxtended on one well to 320 acres,

It is believad upnon deplation of the Mess Verde formation
ia this field it i1l be nossible to replet: the wells in the
Picturad Cliff form.tion ~nd adequately drain that reservoir.
That is all I huve,

MR, SETH: Just one «auestion, Return for a minute to the
Uts Psradox,

MR, BOND: Yes, sir,

MR, SETH: You limited your testimony to the Paradox,
There asre Pennsylvenis sands hesides the Puradox.

MR, BOND: Not to my knowledge, There is a possibility,
I believe, of production,

MR, SETH: Should it develop there is, do you recommend
the same spacing for «11 pools?

MR, BOND: Yes, sir, 2ny Pennsylvunia formation, I
believe, should h-ve 640 wcr: spacing,

CH IRMAY SHEP-T®: ~nything else, anyone else?

MR, MIMS: I am with the Delhi Oil “ompsny. e wish
to stute we are In sccord with 320 ucre spacing for 3lanco
wnd 16G acre spacing iox ?igturad Cliffs in all uress now
provad,

MR, SPURRIER: You mean to say 320 acre spaucing for
Mesa Verde? |
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MR. MIMS: that ic right and 160 for Pictured Cliffs
with the present information on call and so forth'we can
herdly see how you could drill ;n more or less acreage
and get ultimate production}from the wells,

CHAIRMAN SHEPsRD: Anyone else,

MR. DaVIS: I overlooked one thing a while ago, With
the psacing orders 1 wpuld like to recormmend to the Commission
that any spacing order prepared for any fields be pure and
simple a spacing order without provisions for cusing and
cementing programs, such 2s equipment, testing and so forth
and that the general rules and regulations of the Commission
be used for that purpose. We work awfully hard to get these
rules into effect and if there need to be.any additional rules
let's put them in the rule book instead of a separate order
and we strongly recommend the special orxrder be limited to
the spacing of wells.

MR. SPURRIER: Do you know what the spacing pattern
on Barker Dome now is for the Paradox?

MR, DAVIS: For the paradox., As far as I know it was
inithlly planned for 320, Mr, Thompson can probably answer
that aquestion,

MR. SPURRIER: '21ll, I think we had better get Mr,
Thompson up herz then, |

MR. DAVIS: 11 right. lie is here so I thinx I had
bettar use him,

MR, SPURRIER: All right.
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MR, DAVIS: This will be s
Thompson.
will consider this

MR,

just =

SPURRIER: 11 right,

mizstion, Mr, Thomnason?

MR, THONPZOH:  rleuss repen

MR, SPURRIER: “hat is the
on Barker Jone nouw?

MR, THOMPIO!: 12 srasent
out in some plices whoers the wel

2

apart, In some pl:cas w
ri2ason we would like to postpone
present is that we would like to

on the thing to tell iaore

have two

bout it,

pure statcment by Mr,

If it is wll right with the Commission we

statement,

Do you understand the

t it,

spproximate snucing pattorn

been scatterad

kA o
mattzrn hoc

<

ls

L n
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are much as two miles

wells per section, The

© spacing order up therc ot
have more productive data

For instance, the Federal

Power Comiission :ind tho State Geologist and DeGaullier and

cHaughton have estimated

million feet to 1020 willion faet

in the order of 6

per acre, 1If thut is true,

it will certainly b2 cconomicsl to drill on 320 acre spacing,

Does thut answef the nuestion?

MR, SPURKIEX: es, 3ir, thank you,

Ciiz IRMAN SHED 1D wihiing further an 2377

Ml, MORRELL: In viow of tho iatorest of ths Unitoad
States Jovernment with rospect to the Pictured Cliffs +nd the
#2sa Verde and the Pennsylvania sands in the nortinwest of iHew

I think it would be interesting to the Commission to

put into the record that on the basis of development to dute
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" the geological survey prefers a specing of 160 for Pictured
Cliffs and 320 for Mesa Verde, /s to the Pennsylvanian formations
two fields are now involved, the Buarker Dome und the Ute., It

so happens that on the Barker Dome there is but a single lease

of any land, being ¢ single lease the question does not

sresent itself ss to drainége between operutors or lessee and
‘lessor. ‘Under the circumstunces, being o single leass, I
nuestion the necessity of establishing under state regulution:s

snacing units for Barker Dome., As to Ute Dome thut field is
H ]

53]

also covered by « sinjle leuse with the Stunolind O0il and Gus
Company and for the sum2 resson there is no = being no
druinage between operstors = on the basis of present
information there appears to be considerable question as to
the necessity of estublishing a spacing unit for Ute Dome,
1 thought at this tiae for the benefit of the operutors in
the San Juan Basin i1 would be interesting to them to review
very briefly some reccnt correspondence that I heve had with
Mr, Spurrier with respect to locution of wells., I thought
it might be informative. If you have‘no objection, Mr., Spurrier?

Rule 104=2 of the General Rules and Regulations of the New
Hexico 0il Conservation Commission provides for spocing of wells
both 0il and gas not slocer than 660 fest to any boundury
line of a track, Thers unpeurs to be considerable question
4s to what is meant by the term “trecl®, Appurently it has
bean interpreted diffarently by different parties., I feecl
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that the consensus of opinion is that it refers to a
proration unit e¢s used in prior regulations taking that
literal construction it was necessary where wells are
drilled 990 feet from the outer boundary of 160 acre
drilling unit to apply to the Commission for an unorthodox
location, Inasmuch as the existing orders for Fulcher Basin
and Kutz Canyon and uqlso for the Blanco Gas pools provide for
that spacing, that is, 330 feet from the center of 160 acre
tract, or conversely 990 feet from the ounter boundary of
160 acre tract, it has been the policy of the geological
survey to require operators on fedgral lands to drill wildcats
on that same basis inasmuch as drilling to the Pictured
Cliffs formation or to the Mess Verde can be expected to
find the gas only. Which would result in having them
brought within & designited ppeol. And following the
precedent established in those two pools for which outstanding
orders exist it is reasonable to asswme the same spacing
would be reguired,

The recent correspondence with Mr, Spurrier has suggested
the possibility that the Commission bring on its own motion
a review of Rule 104 to permit the 990 spacing in the San
Juan Basin, Mr, Sourrier has informed ms that as a result
of a prior hearing on Rule 104 that some review of that rule
is now under consideration,

Since it is under consideration I thought it would be
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interesting to bring it to your attention so that you
conld work with the Comrission znd help them to rewrite
th-t rule in such & w2y it would attain the objective you

viould like,

et

b

N *
Mr, Spurrier,

(%)

WO

[

s
[
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ering if you had any further
couments with respect to thut status of the review of Rule
184,

MR, SPURRIER: Yes, we are holding up that review
waiting for some of the operators to express their views,
You remember 1 called for those in the meeting 2t Farmington
the other day.

MR, MORRELL: Ihat is right.

MR, SPURRICR: nd we huoven't yet heurd from them,

MR, MORRELL: lh.nk you,

MR, BARHESs IMr, Morrell, on the busisc of state
reguletions Rule 104 ic there actuually unything you can see
that would prevent :n operater from drilling ¢ wildcat well
in that area té any formation through 40 ucres., 1Is there
snything that would prevent it?

IR, MORARELL: Tho an~lic:tion for netice of intention
to drill stites the ohjective, If the ohlective is to one
of those formatiens ezxnecting to produce gas, I would say
it should follow the ;jus well spccing.

MR, BARNES: But refarriﬁg again to wildcat wells, Now,
when you say outside of designated pools, is there legally
snything to prevent an operator from drilling on 40 acres,

- 31




Wwhat I mean is there any requirement you can conceive of
that would force an operator under that rule to have more than
40 mcres to drill a well anywhere to any formation in the
3sn Juan Basin?

MR, MORRZLL® I don't know that there is anything
logally so far os stute luw is concerned, so far as federal
leuses are concerned they have to get the permission of the
supervisor,

MR, B/RNES: In other words, you would require specific
permission to drill ona 40U acre tract to sny formation?

MR, MORRELL: %well, it so happens that the rules und
rejulations of the gsological survey with respect to federal
lands are sufficiently broad that it is the duty and
responsibility of the suporvisor to set up and plan for
well spacing even in connection with & wildcat well if it
is deemed appropriste in an sres reasonably expected that
. they can produce gas, We have consulted our lessees and
operators as to their spacing pattern that they have in

mind, so that the wildcut well is still bhased on a pattern

*

that would be {ollowe) if it was o successful test,

iR, BARHES:  In other words, it has boen the policy
of the United States Qeological'Survey to set up spacing of
federal wells based legully on a formational drilling

program rather thun on a field @r pool basis, is that correct?
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MR. MORRELL: I would say your statement is correct
exceét for the use of the word arbitrary.

MR, BARNES: I didn't chose the word too carefully, but
I thoughf may be it would «pply in that particulasr case
anyway.,

MR. MORRELL: In answering your question, Mr, Barnes,
I would say specifically that Southern Union and the Aztec
0i2 and Gas Company .rce currently developing the La Plata
»ool on the basis of 120 .cres spucing units, Thet is
entirely on a voluntary busis pending @ heuring before the
Oil Conservatlon Commission for setting that spacing, We
have already considerad und have inmunitization agreements
on 320 acre units for that purpose so we do anticipate.
Does that answer it? |

MR. BARNES: Well, partially Mr. Morrell, I was
simply trying to bring out, to point out the fuct that on a
purely legal basis und insofur as the Oil Conservation
Commission Rules and Regulutions go there would be no basis,
no legal basis to deny the operator the right to drill on a
wildcat area, let's say a Peansylvanisn well on 40 acres
provided he was fool enough to do so and thought he could
do so economically.

In the designuind pools where there is no regulations
there would be nothing 1o provent him from drilling on

gora than 160 acras.




MR, MORRELL: You have brought in the Pennsylvania
formation, #s to the Dakota lease and the Pennsylvanian
we are approving those on 650 foot locations,

My reference to 330 and 990 referred only to Pictured
Cliffs and Mesa Verde,

MR. BARNES3: That is, Mr, Morrell, I just wondered
what your program is and how much we actuslly had to say about
the spacing program as 1t develops up there in so far as our
own rules and regulations cre concerned, |

It has been my impression that the United S5tates
Geological Survey was anticipating some of these pool
extensions and I don't want to use the word forcing, let's.
say suggesting spacing programs that coincide with the
actual pbcls adjacent to these wildcat wells,

MR, MORRELL: My thoughts were to inform the Commission
and be helpful to the operators so that they would be
informed all at the same time.

CHAIRMAN SHEP£RD: Thunk you, Mr, Morrell, ' Anyone
else?

If not, 237 will be taken under advisement und at
this time we will have a fivz minute recess,

(Recess.)




CHAIRMAN SHEPARD: Case Number 149,

Mr, Graham, will you read the notice of publication,
pleasa.

(Mr. Graham reads the notice of publication in case 149,)
CHAIRMAN SHEPARD: Will sall the interested parties in
case 149 enter thelr appearance at this time? I believe they
are represented here by attorneys, We will just have them

entered before we start,

MR, DOWs For the Mid Continent Petroleum Corporation,
Mr. J. H., Crocker of Tulsaj for the Magnolia Petroleum
Corporation, Mr, W, E, McKellar, Dallas and for both those
companies, Mr, Hiram M, Dow of Roswell; For the Santa Fe
Pacifie Railrcad Company of Amarillo and the 01l Development
Company of Texas, Mr, Earl C. Iden of Albuquerque.

MR, HANNERS: On behalf of U, D. Bawyer and Dessle E.,

G. T. Hanners of Lovington, New Mexico,

CHAIRMAN SHEFARD: Mr. Hamners, will you proceed?

MR, HARNERS: We have been discussing the matter i1f the
Commission please as to the proeedure in the hearing, 1In
discussing with Mr, Dow, we treated the matter in the nature
of a rule to show cause by the Commission on its own Motion
and directed to Mid-Continent the applieant and the other lessees
in the area as to why the order should be continued in effect.
We believe the orderly procedure would be for the Mid-Continent
to proceed with its technical proof which isn't avallable to

ne.
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CHAIRMAN SHEPARD: 1Is Mid-Continent ready to proceed
or what do you think of this procedure?

MR, DOWs Well, if the Commission please, I want to state
to the Commission first that we come in peace. We have had
varied resetions to the Commissions order to show cause in
this case and ve are going to dictate into the record what
we might term a motion to dismiss in the beginning., We are,
of course, 8s I say in a spirit here of cooperation and we
are not perhaps expecting the Commigsion to take definite
action on this Motion in the beginning, but perhaps after
all the teatimony is in, Notwithstanding ocur Motion we are
here with testimony to repreve the case that was made when
the original order was entered, The Mid-Continent Petroleum
Corporation and the Santa Fe Pacific Railway Company apd the
01l Development Company of Texas and the Msgnolia Petroleum
Company are appearing today in response to the citationmotice ’
issued by this Commission in the matter of Case Number 149,
These operators are not fully informed, in fact are somewhat
puzzled, by the Commigssion's Aetion in reopening this case,
For the reeord, the respondents would like a statement from
the Commission as to the basis upon which the Commission
has taken thls aetlon,

Kov, there 1s no allegation or mo -- we are not accused
or waste or committing waste Or of effecting correlative rights,
in faet not aecused of anything and we would like to know



At the outset what prompted the Commission to take the
action, upon what basis, the basis of its order which it
directed to use to show cause why the order should not be
rescinded. We are presuming that it was upon information
that was filed by the Sawyers through Mr. Hanners., The
Sawyer information does not allege that waste, as defined

by the New Mexico Oil Conservation Act of 1949, has occurred
in the Devonian Pool of the Creossroads Field. And without
such allegation the Oil Conservation Commission of New
Mexico has no jurisdiction over the subject matter of

said information, I am dictating our motion for the record.
Further the oxrder number 779 was issued in the matter of
Case Number 149 en July 27, 1948, effective August 16, 1948,
and becoming final 20 days thereafter when no interested party
applied for a rehearing, Order Number 779 has now been

in full force and effect for over two years, Pursuant to}
sald order and believing this Commission respected its
previous order znd we had acquired substantive rights, the
operators in the Crossroads Devonian Field have invested in
excess of three million dollars.

The rights obtained in Order 779 have become vested and.
as such cannot be affected in a collateral attack of this
character., The Oil Conservation Commission of New Mexico
is a statutory body created by the Consarvétion Act of 1949,
The jurisdiction of this Commission is especially
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limited by the Act. The Commission has statutory authority
to modify the order only to the extent necessary to prevent
vaste as defined by the Act. Your attention 1s specifically
directed to Seetion 13-E of the 01l Conservation Aet,

The Sawyer informastion contains no allegation that
vaste, as prohibited by the 0il Conservation Act, 1s occurring
within the Crossroads Devonian Pool, The Commisgion has no
cause or authority to summon operators of the Crossroads
Devonian Pool before it simply to listen to complaints of
any interested New Mexico royalty owner,

The Commission is not a complaint board, Its Jurisdiction
and duties, 1ts sowers and authorities are strictly set forth
in the 01l Conservetion Act, The Commisgion has committed
serious error in citing these respondents to'appear énd again
prove thelr case in the matter of order number 779, without
any proof that waste, as defined by the Act, is ocecurring,
This Commigsion 1s without jurisdiction to reopen Case 149,
These respondents suggest this and challenge the jurisdietion
of the Commission in this mstter and objeet to again being
summoned to reprove the case for BO aere spacing without
information and believe that order number 779 is resulting in
waste in the Crossrocads Devonian Pool,

The duty is upon the informants to appear and prove their
case, For the reasons assigned the respondents move that
the Commission dismiss this case. lr, Commissioners, we bring

that to the attention of the Commission because we think
6%l



the precedent of this case mlight prove serious to the
Commission and the operators and all concerned. If some
complainant in some other pool 1is dissatisfied with the 40
acre spacing and Jjust complained and wanted the order changed
as to that pool, this might set a precedent that would be hard
to get away from, This Commission has had a wonderful record
and we certainly do not want to see thls case go on up and
have the jurisdiction and all these features of the Commission
challenged. And therefore, we are here at consliderable
expense and lots of time put in to furnish testimony that

in our opinion will not only Jjustify the former order but will
show 1t was a wise one and the conditions that now appiy in
that field should strengthen the bhellief of the Commlssion

in the justice and fairness of the correctness of this order,
With that understanding, we will produce our testimony,

I am going to ask each of the attorneys associated with me in
this whegelhow their technical witnesses and are familiar with
the pointe they want to bring out to do the interrogating.

Mr. Crocker will first place his witnesses on the stand for
the Mid«Continent.,

o s S W S AR m e am W

having been first duly swbrn, testified as follows:
By MB. CROCKER: ‘
Q State your name please, 39



A M, B, Penn,

Q Have you been sworn as a vwitness?

A I have,

Q Are you a graduate petrolewm engineer? A Yes, sir,
Q

Will you state your qualifications please? Wwhat school
were you graduated from and in what year and with whom you
have been connected since and what your principle duties

are in your pré:ont position?

A I was graduated from the University of Tulsa in 1932

and a Bachelor of Sclence in petroleum engineering. The last
15 years I have been associated with the Mid-Continent
Petroleum Corporation., The last ten years of whieh I have been
doing petroleum engineering work in the production department
and now have the eapaclty of chief'petroleum engineer,

Q Mr. Penn, as a petroleum engineer, have you heretofore
testified before this Commission on engineering matters |
pertaining to the so-called Crossroads pool as 1t produces
from the Devonian formation?

A I have,

Q I will ask youv to state whether or not Mid-Continent
Petroleum Corperation 1s presently a producer in the Devonian
formation of the @rossroads pool?

A It is,

Q Can you state for the record the description of the
partigular tracts upah whieh Mid~-Continent Petroleum Corporation
has wells produeing from the Devonian formation,

A The discovery well known as the U. D, Sawyer A No, 1 -

W



¢ Just give the description of the lease first,

A It is located on the lease described as the south half of

Section 27, Township 9 south, range 36 east Lea County,

Oklahoma.,

Q New Mexico?

A New Mexleo, The U, D, Sawyer l-D lease comprises the

northeast quarter of the same Section 27 and the Ibssle

Sawyer No., 1 1s located on a lease compriaihg the southwest

quarter of the same Section 27, A well 18 now drilling to the

Devonian reservoir on the U, D, Savyer C Lease which comprises

the north half southeast quarter of the same section 27, This

well 1s now drilling, I think, someplace between nine and ten

thousand feet.

Q Has Mid«Continent heretofore drilled a well in the north

half of Section 34 of the same Township and range?

A It has.

Q Mr, Penn, will you advise the Commission as to how many wells

are presentily producing in the Crossroadspool from the Devonian
formation? That would include wells drilled by other operators

as well as Mid-Continent,

A Mid«Continent has three wells producing from the Devonian,
Two other companies each have a well producing from the

Devonian,

Q Does that mean there are five presently producing wells

from the Devonian formation in the @rossroads pool?

A That is correct, !
41,



Q How many producing wells are there located on leases in

which Mr. and Mrs, Sawyer are the lessors?y

A Three, 4 | ‘

¢ Of the five producing wells 1n the Crossrocads three e

located on Sawyer land?

A That 1s correct.

Q@ I wish Mr, Penn you would go to the discovery well please

and advige the Commission when it was started and when it was

completed?

A The discovery wéil which ig the U, D. Sawyer "A" No, 1

vas started in September 1947 and completed in May 19487

| Q@ To what depth?

A At a total depth of 12,258 feet if my memory serves me

correctly,

Q Did this well produce commerecially upon completion in the

Devonlean formatian?

A It did,

Q Do you remember approximately what the initial production

was upon completion?

A On Mayhé, 1548 an initial production testas taken on the

well, which indicated 995 barrels flowing through 3/4 inch

choke in 6 hours and 20 minutes,

Q What wes the next well started - let me a sk you this,

Do you have the figures on the cost of that well?

A Yes, sir, I do. The well was drilled at a cost of$355,640,39.
42,



Q 1Is the oil kept separate that 1s produced from this well
from other welle producing on the Sawyer lease?

A It is,

Q@ Do you have the record of the money recovery you have had
as a result of this expenditure?

A The total revenuss from the oil sold amounts to $258,513.75
through September 30, 1950,

Q Would you subtract the two figures please and give the

" result as being the 'red figure?

A The figure I have before me includes with the drilling
expense and the operating expense to date which gives a
difference of $25k,345,47, with the drilling expense plus the
operating expense minus the total revenne gives the last figure
I stated,

Q What was that figure?

A 2254,345.47 in the red,

Q That is on the dilscovery well?

A That is on the discovery well,

MR, HANNERS: May I interrupt and call attention to the fact
the figures you have given will not produce that result, Perhaps
I misunderstood your figures,

A I am directing these remarks to Mr, Hanners., The total
drilling expense was $355,640.49, I was nder the impression
that Mr. Crocker wanted the present status of the well, To
that drilling figure should be added ¥30Q,098.09 = operating
expense from the completion of the well to date, That gives




the difference 1 stated,
¢ Well let's see if we have this straight. You stated that
the oost as reflected by our books dirsetly applicable to this
operation amounts to $3%5,6L0,497
A For the drilling of the well alone.
Q All right. Xow what was the operating expense?
A $80,098.09.
Q¢ That is to be added to the figure I Just referred to, the
$355.6%0,497
A That is cerrset.
Q HNow the revenue, total revenue, amounts to $258,513.75.
Is that what you testified to?
A That is eorrect. |
Q That was vhat results in the red figure of 525,345,487
A That ve still have invested in the well that we have not had
returned to us,
Q A1l right. What was the next well Mid-Continent drilled
to the Devenian formation?
A Mid-Comtinent moved in another rig as soon as the first well
was completed and started drilling two wlls, being the Dessie
Sawyer No. 1 and the U, D, Sawyer B No. 1. DBoth of these
wells wers started in June, 1948 and the latter completed
in February, 1949 - the former completed in February 1949 -
and the latter eompleted in Mareh 1949,

Let!s refer to the U, D, Sawyer B No, 1.

A That is ths one completed in March 1949,
‘ 44




Did that well produce oil or was 1t a dry hole?

I would say that well produced 1,632 barrels of oil,
Has it been plugged as & dry hole?

It has.

P2 T~ A »

Has the lease upon which it was drilled been released to
Mr, and Mrs. Sewyer?

A I understand it has,

Q What depth ~ to what depth was that well drilled? Was that
vwell drilled to & sufficient depth to fully test the Devonian
formation if it existed?

It has., It was drilled to a total depth of 12,750 feet.
Do you have the cost figures on that well?

That well cost $425,848,32,

$425,8 « what?

$ -,848,32,

You recovered how much oil from 1t?

We recovered in money $4%,212.46,

O b O P O P O >

Will you calculate and advise the Commission what the red
figure 1s on that operation?

A $421,635.96.

Q All right. Let's develop some information on the Dessie
Sawyer No, 1 located in the northwest quarter of the southwest
quarter of Section 27, northeast of the southwest of 27, Mr,
Penn how deep was this well drilled?

A This vwell was drilled to a total depth of 12,241 feet,

Q It was bottomed in the Devonian formation?
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That is correct,

Is 41t presently a commerelal producer?y

It is,

Do you have the cost flgures pertaining to that operation?
That well has cost $hl2,86%,22,

Do you have a record of the revenue thus far produced and

received from that operation?

o » O P

The revenue was 3386,093.34, The difference is $56,771.78,
That is the red figure?

That 18 the red figure,

What well was next started on the Sawyer land?

The next vell started 1n.February 1949 upon completion of

the Dessie Sawyer No, 1 well which we call U, D, Sawyer D No, 1,
It wvas completed in August 1949%

Q

Was it completed to a depth sufficient to test the Devonian

formation?

O B o P O > O B o »

It was bottomed at 12,150 feet,

Is that in the Devonian formation?

In the Devonian formation,

pid it produee 0il commercially?

It é&iqd,

Is 1t novw produecing oll commereially?

It 1is.

Do you have the cost figures on that one?
That well has cost $344,328,3k,

Now, Mr, Pemn, do you have a record of the revenue that has
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been derived from the well you are Jjust speaking of?

A The revenus amounts to §$264,268,35,

Q Will you give the red figure on that operation?

A $80,059.99.

Q (0ff the record.,)

Q Now, Mr, Penn, would you testify that Mid~Continent
Petroleum Corporation is presently drilling a well located in
the northeast quarter of the southeast quarter of Section 347
A 1 would,

Q That well has not been completed as yet I take 1it?

A That is correct.

Q Is it the purpose oif the company to drill that well to

the Devonian formation?

A It ls,

Q Can you give the Commission a little dats such as you may
have with respeet to the present depth of the well, when was it
started?

A The well started drilling in June 1950 and it is presently
drilling between nine and ten thousand feet,

Q Baring unioreseen difficulties when do you estimate the
approximute date of completion of that well would be?

A In the early part of next year,

Q I presume you have no authentie cost figures pertaining to
this operation up te the present time that is?

A The only eost figures I have are those involces which we

have received up to the effective date 1 have been giving on
47 '
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these other wells which ig September 30, 1950, At that time
we had only invoices amounting to $29,520.32,
¢ That is somewhat negligible as to what the figure would be
if you had all the involces 18 1t not?

A That is right,

Q Mr. Penn upon the completion of the discovery well about
which you have testified, that completion date being some date
in May 1948, was a meeting convened in which all operators

or lease owners in the Crossroads pool met for the purpose of
discussing the propriety of appearing before this Commission
to seek spaeing for the pool?

A That 1s correct, such a meeting was held in Tulsa,

Q Is it not true that the Magnolla Petroleum Company
originally set the machinery in motion pursuant to which the
meeting was held?

A I believe that is correct,

Q It was - I will ask you 1f it was due to the fact that
Mid-Continent Petroleum corporation actually had completed the
discovery vell that it was the consensus of opinion at the
meeting that Mid-Continent Petroleum Corporation should file
the application with the Commission?

A That is correct.

Q@ It was flled at the direetion and with the authority and
approval of Magnolia Petroleum Company, 01l Development
Company, GulF 01l Company, 8kelly the Santa Fe Pacific people?

A I believe there were some others. I don't reeall.
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Q I believe there were, but the ones I have mentioned approved
of- ¥t, 4id they not?
A Yes, dr,

Q Prior to the filing of that applieation for spacing I will
ask you vhether or not Mid-Continent Petroleum Corporation
appeared before this Commission and secured an allowable
governing the production in the discovery well?
A That is correet, they did,

Q What allowable did the Commission grant?
A They originally upon that informal hearing - it was 500 =
per day.
Q Did Mid-Continent Petroleum Corporation start to produce
that well at the rate of 500 barrels a day pursuant to the
authority given 1t by the Commission?
A They did,

Q Hov lomg did they produce at that 500 barrels a day?
A I believe the record will show about a month,

Q@ VWhat happened then?
A Vvell 1t began to make some water,

Q Did ve call the Commission in Santa Fe and so advise them?
A I believwe we dld,

Q When ve appeared before the Commission seeking the spacing,
did ve advise the Commission that we thought an allowable of
500 barrels a day was entirely too much due to the entrance of
water in that well?

A We did,
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Q What 4id we recommend as being a fair allowable based on
the information we then had and were able to present?

A 300 barrels a day. '

Q Did you econclude 1t might be a mistake to have over-preduced
that wll at the rate of 500 barrels a day? |
A I belleve we did coneclude that,

Q DPo you feel that you are very e¢lose to the uatoi' line in
that well and that to produce at 500 barrels a day tended to
hasten the vater entrance?

A I believe it daid,

Q@ What are they producing at the present time from two other
vells, that would be D 1, UD Sawyer D, 4o you know?

A 340 barrels a day each,

Q Are either of those wells making vater?

4 Neither of those wells is making water,

@ Let's go back to the diseovery well, Is that well making
vater?

A Yes, it 1is,

Q I wish you would tell the Commission how much water and how
much oil is being produced daily,.

A That well produces about 450 barrels of vater a day and
about - then in the month of Oetodber -

Q VWhat year?

A 1950, It produced about 65 barrels of oil a day,

R I presume the well is on the pump?

A It is. 50
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Q Are the D 1 and Savyer D flowing wells?

A They are.

¢ Are they making thelr allowable without difficulty?

A They are,

Q Mr, Penn, did the Skelly 01l Company drill a well to the
Devonian formation leocated in the northeast northeast of
Section 33 in the same township and éango we have been speaking
of?

A They did,

Q Do you know that they encountered - Skelly encountered - in
the Devonlan formation?

A Salt water,

@ Are you informed that the Magnolia well located in the
southwest of the southwest of 26, Township 9 south, 36 East,
has in the past made water and probably at the present time
making any water?

A That is my information,

Q Do you Imow whether that well is flowing or on the pump?

A That well is on the pump.

Q If I understand your testimony correctly, you state that the
Santa Fe - that the Skelly well in 33 and the Magnolis well in
26 and the Mid~Continent well, the discovery well, in 27 all -
the Skelly well of course didn't produce oil on account of the
salt water -~ and presently the Magnolia well and the Mid-
Continent discovery ara making water?

A That is correct.




i Is this = water drive fi2ld in your opinion us sn enginesr?

+ The energy for lifting the oll to the surfaca in this
reservoir is th=t derived from what is known as a weter drive
raservoir,

«y #r. Penn, do you reg:rd wster then as = source of eneryy under
which this field pradgceﬁ, is that right?

+ That is right,

< %ill you as un enginzer state the principle forms of energy
sources ordinarily encounta2red in this country in producing pools
and reservoirs?

I believe most of the reservoirs in this pert of the country
oroduca from what is kaown us the dissolved gzs drive.  ‘hat is
th-t the gas dissolvel In the oil 1ifts tho o0il to the surf:coa,
Otiior pools hova proliucad from enercy derived from o axpanding
g.5 cap asbove the oil rossrvolr, This fizld produces from *the
third type whiéh is 1 w:tor irive source of enerygy,

@ “hzt is the theory of quinaers with raspect to racovery
ffom the various sourcas of energy; in other words, from wh:t
source do you think you got the utmost in recovery if that c.n
ba testifi=d to.

Proctical indications .nd = practice indicates =nd sroves th.t
mor2 or racovercbhla 0il is being produced from water drive fields
then is producsd from gss drive fislds, s & muttsr of fact,

I would say that § s drive fields produce from :zs low s&¢ thrse
per cent of the o0il in place to 2s high ¢s 25 per cent of the oil

in place whereas witer drive fields produce from 60 to -~s high =s




35 per cent in some inst:nces of the oil in pl:ca,

(3 Ar2 the D 1 and Sawyer D wells higher on the structurs thun
the Mid-Continent discovery well, the dry hole of 3kelly in 33,
the dry hole of Mid-Comtinent in 34, and the Magnoli- well in
267

+  They are,

¢ Is it your theory in t through the force of the witer drive

0il might migrate towards the uplift or tow.rds the pesk of the

structure?

Soad
»
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Th=t is trus in this fis
1 If we might forg:t for  moment the propsriy lines on theo
surfaca th-t ch rior Indivitesl rights nd think only in torms
of the raservoir itself
sotentizlities =ro of -~ . ~ll, or two or thr:s wells, loc: ted on
tha peak or top of the structur» with respact to ultimustely
racovaring zll recovefabl& oil from the rzsarvoir?
. In such o field as this those walls which now exist on
the top eof the structur2 would evantuully drain =11 the oil
tharafrom,
w2 Do you think in : w ter drive field density of wells might
hasten thé entr-nce of w_ter to the point that th2 edge wells
would be captured by wator?
.« That is true.
iy Do .you have any further obsérvetions which you might c:ora
to meke for the banefit »f the Commission?

I halieve not.




ME,CROCKER: Does the Commisgsion wish =

CHAIRMAN SHEPARD: Well, at this time, we will recess
until 1:30,

(noon recess,)

CHAIRMAN SHEPARD: Mr, Crocker, will you resume,

MR, CROCKER: If the Commission please, we still have two
or three questions,

CHAIKMAN SHEPARD: All right, you may proceed,

FURDHER DIRECT EXAMINATION
M. B. RBENN,

By MB. CROCKER:
Q Mr, Penn, first I believe you hawsrecord, you would like to
make in regard to some figures. Wi1ll you do that?
A I will have to admit I was somewhat confused in the form our
accountants gave us on these costs and didn't put all the costs
into the record thus accounting for the improper arithmetic.
The cost and expense allocable to the U D Sawyer A No. 1 as of
September 30, 1950 totals $512,859.,22., This sum is arrived at
as followss The lease hold expense, $271.75; well and lease and
equipment, $76,848.,99; drilling expense, $355,604.39; operating
expense, $80,098,09, Those figures total the sum I gave. I
vould also like to correct the October production for this same
well from 1900 barrels to 2900 barrels for October, This will
revise the 65 barrels of oil per day to approximately 100
barrels of o¢il per dsay.,

Q As agalnst hov much water.
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A 450 barrels a day of water,

Q Mr, Penn, during the noon hour have you had an opportunity to
make a grand tqtal of money spent on all of our operations on the
Sawyer leases, and a grand total of all the revenues so that'
you can tell the Commission what the present status of the
entire operation 1s?

A The total amount of money we have spent on the four wells
disgcussed, excluding the drilling well, is §$1,725,901,10,

The total revenue from these four wells 1s $913,087.90.

The balance of money spent stlll notrecovered, which 15 the
difference between those two figures, 1s $812,813.20, which is
approximately one-half of the total money spent,

Q Mr. Penn, frou your observation in drilling and developing
in the Crossroads pool since the completion of the discovery
well are you convinced that there have been any changed
conditions such'as would make you believe that 60 acre spacing
is nbt the proper spacing in the interest of conservation?

A I am still convinced as I was after we tested the first well
that was drilled that one vell on this Devenian reservoir in the
Crossroads pool would adequately drailn at least 80 acres,

Q 1Is it your thought that the 80 acre spacing proration unit
gshould be continued in the Crossroads pool in the future in the
1ight of studies you have made of Beservoir conditions

developed by the past drilling operations?

A It 1s.

MR., CROCKER: I believe that is all,
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'~ CHAIRMAN SHEPARD: Mr, Hanners, do you desire to cross

exanine?
MR. HANNERS: I do, if the Commission please,

By MR. HANNERS:
Q Mr, Pemn, I hand you a lititle hand-made _.plat = that has the
four sections of the Devonien fleld drawn on it and that shows
the lands owned by Sewyer in the solid lines and lands owned
by other parties in the diagonal and ssk you to state if that
fairly represents the situation - I will agk you to state if that
represents the situation on the ground as to producing wells,
dry holes and drilling wells?
A Yes, sir, with one excepliion., The well located in the southead
corner of the northwest quarter of Section 27, which we call
011 Developnrent Conmpany of Texas 2«27, Santa Fe Pacific, I
belisve that well wasn't completed,
Q That was completed in the month of October, 1350, wasn't 1t?
A I bhelieve that is correct.
Q Do you know the initial production from that well?
A WMo, sir, I don't have the rinal report on that well., I am not
prepared to testify ac tc the completlon or the initial
production data on that wvell.
Q If the filgure 576 barreié as indicated by the report - would
that be approximately correct so far as you know?
A I understand it 1s a commercial well,

Q There has been one ether:_)évell completed in the southeast
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guarter of the squihwest quarter of Jectiap 22 which was also
an oil development well,
42 I beligve that well is completed but I don't believe that
well produces from the Devonlan,
& That is o pensylvanic well in Zection 22, is that correct?
A 1 believe it is,
{3 Now, you say, you szaid awhile ago, as I understood you that
the water drive found in the Magnolia well in the SW quarter of
26 and found in the Sawyer discovery well- I believe the phrase
you used was, causing the oil to migrate upward toward Dessie-
Sawyer well and the Sawyer 1 D, was that correct?
A That would eccur,
Q That was your testimony? A Yes,
Q& Now observing from the plat the Sawyers would be entitled to
drilling of an offset well sometime betweenvthe U D Sawyer well
the SWNE of 27, and the Pennsylvanian well of Magnolia in the
SW3E of Section 22, would that be true?
A Are you referring to the drilling of s well on the northwest
quarter of the northesst quarter of Section 277
& Yes, sir, that is my question.
That would be off pattern.

Q I will develop it further. Would there not =lso in time be
a wall due the Sawyers between the Dessie-Sawyer well on the NE
-of the SW of 27, and the Pennsylvania well of Magnolia on the Né
of the SE of 287

MR, CROCKER: I would like ~-

MR, HANNERS: I will develop it further, Mr, Crocker,



MR, CROCKER: Are you talking about Devonian or Pennsyl-
vania?

MR, HANNERS: I will develop it further , but the statement
the witness has just made 1s that i1itwould be off pattern,

MR, CROCKER: You are not asking - undertaking to develop =~
that the well there would be a Pennsylvania well if there 1s
a legal obligation to drill dit.

MR, HANNERS: No. Those two locations would he midway
between the Pennsylvania well and a Devonlan well, wouldn't
they, Mr, Penni
A That 1s correct,

Q And under your present 80-acre spacing pattern a Devonian
well isnt't %o be located at either of those two quarters?

A That 1s correct,

Q Now, if there is a water encroachment forecing the migration
of oil northwestward toward the Dessle~Sawyer well and toward
the Sawyer B ﬁell then would it be reasonable for a well at
elther of those locations I have mentioned to be drilled

into the Devonian formation?

4 I don't follow the reasoning,

Q If a well were drilled at eldher of those locations would
it be reasonable for the well to stop as soon as it had
encountered the Permsylvania formation, or would it be reason-
able for that well to be driiled deeper into the Devonian
formation producing in the wel® known as the Dessle-Sawyer

well and the one known as the Sawyer B?
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A You have based your question on the assumption that the
water drive was from the southeast., I don't believe that
has been developed that the water drive occurs only from
the southeast.

Q@ I have understood you to say, Mr. Penn, that ﬁhe water
drive was foreing your oll to migrate toward the Dessie-~
Sawyer well and toward the Sawyer Di.

A Assuming those wells are on the top of the structure,
that takes place in all directlons, not necessarily only
from the southeast, ,

Q sut Mr, Penn, would a prudent operator with an obligation
to drill a well at either of the intervening locations I
have mentioned, that is, between the rFennsylvania well and
the Devonisn well on the north, and between the Permmsylvania
well on the west and the Pevonian well, would a prudent
operator also explore the Devonlan formation at that
location?

A I believe you are asking for geoligical testimony there,
Q “ould it be reasonable, Mr. Penn, for a prudent operator
drilling a well inthose locations, particularly after the
recent bringing in of the Santa Fe 2~27 as a Devonian
producery to spop at the Pennsylvania formation in those

two locations I have uentioned, or would he go deeper and
pen.&rate the Devonian sanda?

A Mr, Hanners, if we had presented here a picture of our

conception of the geology of this strueture, or if we had
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presented an interpretation of our seismograph data from which
one might readily see the structure which is present, or if
you had developed the same type of evidence I believe a
geoclogist could take the stand and answer that question.

Q I assume then, you are not in a position to testify whether
a reasonably bruﬂant operator would or would not explore the
Devonian formation if he was at either of those two locations

I have mentioned,

A That's right. That is a geological question,

Q And under the present 80-acre pattern, a devonian well

is not to be located at elther of those two locations I have
mentioned?}

A That's right,

§ Is it your testimony, Mr., Penn, that one well will drzin

80 acres effieiently?

A A%t least 80 acres,

Q How will you draw off that 80-acre tract? Will i1t be an
oblong?

A By saying that one well will drain 80 acres unkr a reservoir
I mean that one well will drain that porportionate part of the
oil from the reservoir that 80 acres would be - would be
allocated to 80 acres,

Q And if one well allocated to 80 aeres in an oblong running
east and west aueh as the initial pattern here, 1s i your
testimony one well would drain that 80 acre oblong tract?

A That conclusion doesn't follow from my answer to the previous

question, I belleve.
N}



Q Will you please look at the chart and point off to me, if
youwill please, sir, the 80 aecres being drained now by the
recent 0ll development company well known as 2-27 located in
the southeast of the northwest of 27, Before you answer

that it 1s true that the well just west of that recent

S8anta Fe well was a dry hole in the Devonian formation. Is
that true?

A That is correct,

Q Now, will you please explain to me the 80 acres being
drained by the 01l Development Company well 2=-27 located in
the southeast of the northwest of 277?

A The 80 acres being drained by that well could be any 80 acres
in the vicinity of the well covering the productive limits of
the field,

Q Then would it be true, Mr, Penn, that the 80 aeres in that
instanee should run towards the south, the 80 acre tract should
be in an oblong running north and south?

A That is the 80 acres I believe that is -~ drilled -- that is
applicable or allocable to that well as far deseription is
concerned. But that is not necessarily or actually the acres
that is being drained by that well as it appears in the reser-
- voir,

Q Well, could you now find the approximate 1limits of that 80
acres that 1s now being drained by the 0il Development Company
well? ‘

A 1 believe ﬁy answer to the prgyious guestion that that can

i



(o2
@

~ny 30 scrzs undar the reservoir - under the surface - that

contzined in th: ressrvoir,

[
(]

.y Then under the pnresent d0-:z¢rz pattarn, if the sant. Fe well
to which we hava been refarring is.draining 30 . cres it would
be draining 2n 30~ cr> lesse ars: cssigned to it, would it not,
‘nd that would be the 30 scros on the north .nd south?

Ho, not neczssarily.
i Then where would the 30 ucres be, Mr. Penn?
A~ It can be sny 30 :cr2s on the ~- in the reservoir th=t is‘
sroductive,

30 then, Hr. ivon, if the sant. Fe well i3 now draining 59

BN

cros would it be raoasonablo

)

L
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Drvonian to thi: noxth
Jevonian formation to the west of it bacasuse it is dry.

It could drsin - in tho ubsence of sny geologic:l tostimony-
it could drain the Devoni:n form-tion from s« very few f20t of the
hole in the west,

4 dould it be reason:ble to ggsﬁme it is drsining an 30-ucre
tr.ct in sn oblong runaing north .nd south under the spicing
osttarn, Isn't th t the only biusis on which you could justify
the 30 acres allocoted to th.at well?

. You hsve :sked m2 two cuastions th=zt confiict, The .nswer to
the second auestion I helieve was no,

.1 Theén your snswer to the first one -
s iould you repact th: first auestion?

.t 1 will rephrase it., ilw. Ponn, I vant to be fair, 1 don't




want to confuse you,

A That's why I want to make the record straight,

Q What I want to know is, 80 acres is allocated to the
Santa Fe well 2-27, If 80 acres is being drained by that
well, doesn't 1t follow the 80 acres must be an oblong tract
running north and south?

A As far as the reservolr is concerned I will ansver the
questions, Mr, Hanners, by saying no, because the well can
be drained uiﬁhin a very few feet, the Devonian formation,
within a very few feet of the dry hole to the west,

Q Then I take 1t your testimony is that the well isn't
effeciently draining 80 acres,

A I would conclude that well could be draining more that
80 acres.,

Q If it is draining more that 80 acres it is draining from the
north isn't 1it?

A Yes,

Q Then 1t would be reasonable to assume that a well drilled
north of the Sawyer B-1 would be drilled into the Devonian
formation, wouldn't 1t9

A No, because that well would adequately drain at least

80 acres and there is no use to drill a well up there,

Q 3But observe the diagonal lines and the land owned by the
Santa Fe Railroad which would be draining from land owned by
the Sawyers by the failure to drill the Devonian well north
of the D well. Wouldn't that be true?



A I don't follow that reasoning., I don't understand what you
are driving at thefe. Would you repeat that?

Q You said that the 80 acres being dralmed by the 2-27 well
would logically 1lle north of it. I believe that is your
testimony.

A As wvell as within a few feet of the dry hole to the vest,
Q My question is then, if the area beilng drained by the 2-27
lies north of the well wouldn't it be reasoncble if a well
be drilled north of the Sawyer D~1 well that it also be
drilled into the Levonian formation because you say there is
a dralnage from the north by the Santa Fe 2-27 well.

A No, I don't see at all that the 2«27 well is draining any
of the Sawyer's land if that is what you are getting at, I
say two wells equally distant from the cehter line of the
north half of 27 will both produce the same allowable and

I see no reason to belleve that one 1s draining any oil from
the other, unless one might testify that the Sawyer D well
of the Mid=-e¢ontinent has heretofore drained some oil out
from under the Santa Fe lands because of the priority it

got from an early completion. And in the same manner, I say
that the wall south of the 2-27 well was completed prior to
the 2-27 well and it no doubt has drained some oil out from
under it, and if anything has happened the Sawyer's has been
draining the Santa Fe rather than the Santa Fepresuming to
ever drain the Sayver's,

Q Now Mr. Pemy will you move to the scutheast corner of tls



map to the Santa Fe well in the southwest of the southwest of 26
and explsin the 80 acres being drained by that well,
A Are you referring to the well in the southwest southwest of 267
Q That 1is correct,

/R, CKOCKER: May I ask a question, Mr, Hanners?

MR, HANNERS: Yes, sir.

iihe CROCKER: I believe the Santa Fe has an engineer who
will be on the witness stand.

MR, HANKERS: I wanted Mr, Penn to develop the testimony
he just started to give about the drainage by Sawyer particularly
'in view of the Santa Fe well in the southwest southwest of 26
as to what area is beln: drained by 1it,

THE WITKESS: The well referred to drains at least 80 acres
of the reservolr in the Devonian, That isn't 80 acres that I
can draw a circle or confine by any kind of a line,
Q But if there be drainage there as between different owners
it would be drainsge from the Sawyers following the same
reasoning that you Just discussed in the last answer, wouldn't
that be true, Mr. Fenn.
A Not necessarily, Mr. Hanners, The well referred to is the
only well on what . appears to be three-gquarters of the
section, And the amount of that three-quarters of the section
that is productive is included in the area that that well,
I would say, is draining.
Q Youwvere asked a quesation awhile ago if there had been any
radical change between now and 1948, Mr, Penn, When you
testified on this matter in 1948, didn't you then assume that

£
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the four sections represented by that map designated as the
Devonian area, the Devonian fisld, would be productive of oil
fron the Devonian formation?

A As I recall, iir. Hanners, the area vas designated by a
comuittee then in existence and known as the Nomenclature
Committes. And the basis upon which they designated that
area is unknown to me, My conclusion at that time was drawn
entirely from the physieal data obtained from our discovery
well,

Q But at that time were you not all assuming that the four
gection area designated by the Nomenclature Committee would
be productive of o0il from the Devonian formation?

A If you change the word"assuming” to "hoping" I will hold
with you,

Q 4nd sincg that time you have had three dry holes in the
Devonian formation,

A Tmt is correet,

Q Muech of your testimony has related to financlal matters,
Mr. Penn, and discussing your figures as to the Sawyer No. 1
I notice you have included $80,000 of operating expense. Is
it true, Mr. Penn, that during the last year you spent some
forty or fifty thowsand dollars on a pumping unit on that
well?

A Approximately fety thousand dollars, I would say.

Q Now, do the figres you gave in each case include the
equipment you novw hve at the location?

A They include thiequipment we now have on that lease.

o



Q That is your pumping and producing equipment?

A The only pumping equipment we have is on the one well, the
other quipment would be such things as lead lines, tank batteries,
Christmas trees, and tubing in the well,

¢ In the cost of the dry hole you drilled in Section 3%, what
was your figure there?

A That 1s the U-D 8Sawyer B No, 17

Q that 1s right,

A The total investment and expense there was $425,848,32,

Q@ Now, should there be deducted from that any appreciable
amount for salvage from that dry ‘hole in casing and whatenot?
A The ansvwer I will have to give you on that Mr., Hanners, is
this: the figures I have given you are the status - is the
status - of the investment and expense as of September 30, 1950,
and if we had recovered any pipe from that well it could only
have been the 5% Inch pipe that existed above the intermediate
string, above the lowest point reaeched by the intermediate
string, and it would be included because this is a true status
of the amount of money that has been spent on that well,

Q All right, Mr, Penn, coming back tc financial m tters again

I believe you sald the Dessle-Sawyer well was completed in
February of 1949 at a total cost of $442,000 plus,

A That included expenses to September 30, 1950,

Q And you have recovered from that $386,000 plus dollars?

A That 1s correct,

Q 8o that in the 18 or 19 months since its completion, you lack
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enly 256,000 of having recovered that $442,000 investment?
A That 1s correct,
Q 4And on the Sawyer D well you completed it in August 1949
at a cost of $344,000 plus dollars including your operating
and maintenance expense?
A That is correct,
Q And have recovered 264,000 plus dollars from it in a period
of about 14 or 15 months,
A That 1s correct,
Q Ope thing further. I understood you to say that the difficulty
in the Sawyer discovery well had been brought about in part,
at least by the excessive rate . at which you first began to
produce it, 1Is that correct?
A Water coned into the well, I am inclined to belleve that
- 1s a true statement,

CHAIRMAN SHEPARD: Any further questions of this witness?

REDIRECT EXAMINATION

By MR, CROCKER:
Q Mr. Penn, with respeet to drilling an exploratory operations
at the present time are materials #inereasingly hard to obtain?
A Pipe is very difficult to obtaln at the present time,
Q Have labor costs gone down?
A Since the drilling of our last completion, I would say no.
Q Mr, Hanners asked you about varioug locations as to whesher
or not if a well were drilled in these varlous locations he |

refarred to it is possible you would encounter the Devonian
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formation, did he not?
A Something to that effect,
Q@ He asked you whether or not you figured such wells would be
necessary 1f you encountered the formation, the Devonian forma-
tion, in order to prevent waste from tha reservoir,
A No,
? In your opinion if those wells are not drilled and the spacing
crder 1s conformed to is It your opinion that the ultimate
recovery of oil fron the reservoir on the 80-acre spacing
pattern will recover 2ll -- sufficlently drain and recover -=
all the recoverable oll frou the reservoir?
A That is my opinion,

MR, CROCKER: Thet is all,

MR, HANNTRS: That is all.

*

CHAIRMAN SHEPARD: Any further qw stions of this witness?
If not, you will be exeunsed Mr, Penn, Call the~next witness,
(Witness excused, )
JAMES R. PUCKETT
having been first duly sworn, testified as follows:
DIRICT EXAM

By MR. MCEELLER:

4 Please state your nanme,
r . Puckett ‘

James R ¢ Petroleun

Are you a graduate/engineer, Mr, Puckett?

YGS.

O = o >

Will you please state to the Commission YOUr experience and
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your pesition and by whom you are employedy

A

I have hed 5 yecars experience as Petroleum Engineer for

Magznclla and presently I am Dlstriet Petroleum Engineer Tor

Magnolia,

¢
A

Q

The Magnolia well, doves it fall within your Distriet?
That's right.

Are you familiar with the formation known as the Crossroads

Devonian formation?

A
€
A
Q

Yes,
You are faxillar witkh the Santa Fe Pacific "C" jo. 1 well?
Yes,

Does this well in your opinion produce from the formation

known as Crossroads Devonian?

O e A b 6

Yes,

What depth is this well producing from?

It 1s producing from a teotal depth of 12,2¢3 feet,

12,263, When was this well completed?

January 11, 1949,

Could this well flow initially when 1t was first completed?
Y23,

Approximately how long did it flow?

Approximately 3 aonths to the best of my knowledge,

To the best of your imowledge 1t flowed about 8 uonths,

vhich time 1%t had to be put upon a punp?

Richt.
Is this well still pgroducing from a punmp%
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4 Right,

Q For this reason it is my understanding you have no bottom
hole pressure data on this well,

A That is correct.

Q@ Will you please state the previous history of the oil-water
ratio in this Magnolla well,

A The vwell was potentialed initially 100 per cent oil and
no water but the well started making water in a couple of
days after it was potentlaled, Some 20 to 25 per cent

vater and the water-oll ratlo has increased since then,
continued to increase,

Q At the present time the last month for which you have
production figures available, Mr, Puckett, what per cent

of water did this well produce? I wish when you answer the
question you would state the number of barrels of oil per
day and the number of barrels of water,

A For the month of Uctober it averaged 120§ barrels of oil
per day and 130 barrels of water per day. 8lightly over

50 per cent water,

Q This well is producing at the ﬁresent time slightly in
excess of 50 per caent water?

h  That 1s correect.

Q¢ 1In your opinion, ¥r. ruckett, as an experienced petroleum
engineer what type drive do we have, that is the sonrece of
energy in this particular fleld, the Crossroads Devonlian Field?

A The primary source of energy appears to be water, the water
?1&



drive, water influx,
Q@ In your opinion it is a water drive?
A Yes,
Q On what 4o you base this opinion, Hr. ruckett?
A The low solutlion ratlo, Ulhs small amount of zas in solution
in the oil, It 1s not suflieient to 1ift theo oil.
What has been our gas=-oil ratio, just approxinately?
Approximately %0 cubic feet ner barrel,.
Approximate gas-oll ratio at 40 to 1.

LO eubic feet to a barrel of oil,

Ex - A » I >

Sueh a small ratio would certainly not be sufficient to
furnish the energy for *this field, would 119

A That is my opinilon.

Q Do you have any other data or have you made any other studies
and data obtained from sny othor production history of any other
Devonian wells in that Crossroads pool that would give us any
other data uvon which to substantiate an opinion?

4 I have none, |

Q EBut you el certain from the studies you have made of
Magnolia's one well in this field that we do have a uater

drive?

4 Yes,

Q Vell, in your opinion then, would one well sufiiciently,
drain - effectively drain - drain 8C acres in the Crossroads
Devonian pool? '

A It 1s my opinion that any resarvolr where you have an foéctive
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water drive, that one well will effectively drain 80 acres at

least,

Q Well, is it further your opinion or not that the wells which

are at present complete or in the process of drilling in the

Crossroads Devonian pool in all probability will recover all

the recoverable oil in place which ean be recovered by primary

means, and.thsse vwells which have been drilled and in the process

of drilling will they effectively recover that oil?

A Will you restate that queation please?

Q Yes, sir, 8trike that and I will restate it, In your opinion

would the wells which have been drilled or which are now in the

process of drilling effectively drain all the recoverable oil

from the Crossroads Devonian pool which can be recovered by

primary means?

A I am afraid I haven't made a detalled enough study to figure

that. |

Q But in your opinion one well will effectively drain 80 acres?

A Yes,

Q What was the initial cost of Magnolla's Santa Fe Pacific well?

A The cost figure I have 13 a total completed expenditure cost

to September 1, 1950, That figure is $402, 957.27, |

Q That 1s a total capital investment, Does that include operation

11fting costs and other operating expense?

A No. The operating expense has been $50,604.78 to September 30,

1950.

Q Then until Beptember of 1950 you have expended approximately
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$4+50,000 on this well?
A The total figure is 2453,562,05,
Q Does this figure to the best of you knowledge include the
pumping unit which you had to place on our location?
A Yes,
Q It includes the cost of the repairs, usuasl maintenance,
labor and what-not, added individually?
A That's right,
Q And ve have shown what has been our revemue from this well
or income?
A Net income has been $145,280,00,
Q Leaving us in the red app;oximately how much?
A $308,082,05,
Q Magnolia still has then invested in this well the sum total
of around $308,000,00, 1Is that correct?
A Correct,
MR, McKELLER: I have no further questions to sk the
witness, Mr, Hanners,
CHAIRMAN SHEPARD: Would you care to ask him any questions?
M. HANNERS: Just a very few,
CROSS EXAMINAIION

~ By MR._HANNZRS:
Q Mr, Puckett, do you have your production r4cords through 1950%

A Through October of 1950,
Q That will show an excess of 3500 barrels & month through tle
10 months of 1950, won't ity
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A Yes,
Q What is your total for 19507
A I heve a grand total but I don't have - 1t looks like it
will average around 3500 a ronth,
Q@ 4ind as I under stand your testimony it is based upon your
Devonian

experience with your own / well in the southwest quarter of
the southwest cuarter of 26 -
A That is correct,
Q And you have stated that you didn't feel qualified to
testify as to whether or not the Devonian vells existing
on the remainder of the Devonian field would efficiently drain
the entire fleld -
A I have not made that thorough enocugh study,

MR, HANNERS: That 1s all.

CHATRMAN SHEPARD: Any further cuestions?

By Mr. MeKELLER:
Q But you did state, Mr. Puckett, that based upon your study
of our well that yon feel -« that it is your opinion - that one
vell will efficlently drain 80 acres?
A Correct,

M, MeKELLERt I have no further questions.

CHAIRMAN SHEPARD: If there is no further questions, you
will be excused, Mr, fuckett, KNext witness,

JOHE €. MAJOR

HYing been first duly sworn, testified as follows:
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RIRECT EXAMINATION
by UR. LRER3
¢ Will you state your name please?
A John C., Hajdor,
¢ What 1s your profession or occcupation?®
A I am a petroleum engineer with the 01l Development Company
of Texas.
Q Are you a licensed petroleum engineer?
A Yes, sir. Licensed in the State of Texas,
Q Are you familisr in a general way at least with the Crossroads
Devonian poel?
A Yes, sir, in respect © our well,
¢ And what well do you refer to, Mr, Major?
A I refer to the present producing well of the (il Developmernt
Company of Texas known as S8anta Fe Pacific Railroad 2-27,
Q@ Is that well in the southeast quarter of the northwest
gquarter of Section 277
A Yes, sir.
Q Will you give - state generally, Mr, Major the - with refer-
ence tc the status of that partieular well?
A Viell No, 2-27 was started June 9, 1550. The top of the
Devonimn pay was encountered at 11,778 feet. The well was
completed with an open hole from 1,775 to the total depth of
11,880, It was aclidized, The infitial potential on the
quarter inch choke was 576 barrels per day and the tubing
pressure 1-10 and the casing pressure 1251, gas-oil ratic
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L0 4o 1, gravity 4,6, basic sediment 27.4 of 1 percent, and
received an allowabie of 32L4 barrels a day effective October 1,
1950,

Q Do you have an exhibit, »r. MajJor, wlth reference to pressure
_ tests with respect to thic particular well®

A Yes, sir.

¢ Will you produce that form?

A Yes,

¢ ¥r, Major, you produced a chart which has been ldentifled

as "rxhibit 1", Will you explain to the Commission what this
chart shows and the purpose of making it and also what condusion
you can reach from what is shown by this exhiblt., Go into such
detaill as you think might be helpful to the commission,

A This is a chart showing the results of the shut-in anc
flowing bottom hole pressure test taken on the subject well
éuring the period November 4 to November €, 1950, The work

as performed by the West Texas Engineerlng Service, Inc, under
my supervision, The graph at the top underlined in pink is

a graphie represéntatian of the pressure behavior at the

bottom of the well for a 48 hour shut-in period followed by

a 24 hour flowing period which was in tufn followed by a

period of four hours of observation of pressure build up.

The green graphk shows casing and tubing pressure during the
flowing period of the test. The other graphs indicate a
constant choke size of 16 slant lines Olths inches, and a
constant flowing bottom hole pressure of 4156 and a constant
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gas-oil ratio of 23cubic feet per barrel which existed during
the flowing period of the test with the resultant productivity
index which is underlined in yellow at ,865 barrels per pound
drop in bottom hols pressure, It appesrs in this graph the
well bult up to reservoir pressure in less than 24 hours, I

«n referring to the pink line, J3tart ot the left ind follow

it acrosé, pless2, s there is 1 negligible difference betwean
the 24 hour shut-in pressure :nd the 43 hour shut-in pressure,
upon opening the well the pressure immedi.tely dropped from
4714 F.I to 4156 PSI flowing pressure, This pressur:s remcined
const-nt throughout the flowing pation of the test, .t the

2nd of the test when ths well was shut in the bottom holo
prassure rapldly incre.sod from 4106 to 4665 within two hours
time. Over on this right-hund side which is the top » rt of
the graph. nd built up to within 13 pounds of reservoir
prassure within 3 hours, The gas-0il ratio of 23 cubic féé?x*\
per barrsl, it is my opinion thst this rspid pressure build up
is = strong indicsetion of .. water drive and the drive medium |
h:rs =n =zlmost imredi-te 2ffect upon the reservoir in the
vicinity of the well, both indic.ting & continuous pressure,
that is, from the driving medium, the water, into the-well bore,
.+ Wr, Major, bi.sed on your knowledye of the Crossro.ids Devoni:r
field in particulur the well you h-ve been testifying -bout,
what is your opinion :nd the opinion of those you represent
nere with referencs to what the sprcing should be in this

pool to properly dr in the pool?
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A It is ouwr opinion that development of the Devonian reservoir
of Crossroads on an 80-acre spacing program is adequate to
economically drain the reservolr without causing waste,
Q@ Do you have any further or other information on bottom hole
pressure that might be helpful?
A Yes, 1f it is used with other pressures in the field to
which I do not have access. The static bottom hole pressure at
the Santa Fe Paeific well No. 2-27 at a test depth of 11,870
was 4712 pounds., This pressure extrapolated to the datum
of 8141 Sub, R, which is the commen pressure datum in the
field, 1s 4854, |
MR, IDEN: That is all we have,
CROSS EXAMINATION
By MR. HANNERS:
Q Mr, Majors, were you the geologist with the 01l Development
Company some two years ago when this matter was first discussed
before the Commission?
A No, sir,
Q Were you the geologist with the 0il Development Company
vhen they drilled orspudded it im or began the dry hole
you drilled in the southwest of the northwest of 27?
A Noy sir. I am a petroleum engineer, The geologist with
the company at that time is no lenger with us,
¢ After the drilling of that well, your company sought permis-
sion to depart from the 80-acre pattern that had theretofore
been established, did it pot?
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MR, DOW . .  Excuse me Mr, Hanners, if the Commigsion
please I presumn the Commission will take judicial knowledge
of its own procedings and as I understand there was no departure
from the 80-acre pattern.

MR, HANNERS: They turned it north and south,

MR, DOW = That's right.

MR, IDEN: I think the reecord will show that the
application was for an exception and of course, the record
speaks for itself and of which I assume the Commission will
take notice, It is the best evidence,

Q From your experience with this question, Mr, Major, was
it true that the original 8Q-acre pattern was adoped on the
assumption that the four section area would all be productive
of ¢il in the Devonian formation?

4 I am sorry, I cannot answer that, I wasn't employed by
this company during the original fileld development,

¢ Were you with the company when your company filed the
application for the exception on the 80-acre pattern in
January of this year?

A Yes, sir,

§ Dié you confer with iir, Iden when prepared that petition?
A No, sir. The petitlon was prepared by Mr. Pascal who
was manager of production for the 0il Development Company
of Texas, and Mr. Iden.

¢ Mr, Major, I hand you a little chart that another witness
has identified. There l1s shown on that four devonian wells

in produection, One Devonian well drilling and your well
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2-27 is shown as a drilling well which has been completed
since the preparation of that chart, Now, is it youwr
téstimany, Mr. Major, that those Devonian wells will
effestively drain and efficiently drain the entire
Crossroads Davﬁnian fleld?

A Yes, sir,

Q There 1s no need for the drilling of any further wells?
A From an engineering standpoint, I don:t belleve there is,
Q From an engineering standpoint you do not believe 1t
willl be necessary ever to drill anymore wells into the
Devonian formation in this Crossroads fleld,

4 I believe that is correct,

MR, HANNERS8: That 1s all,

CHAIRMAN SHEPARD: Anything more? If not, the witness
will be exeused,

(Witness excused.)

MR, DOW® = Mr. Booth Kellough of Amerada is present
and I would like to have him make a statement for the
Commission,

MR, KELLOUGH: I am Booth Kellough representing Amerada
Petroleum Corporation. I don't belleve 1t will come as a
surprise to this Comuission to learn that the Amerada is
in favor of the EO=acre spacing in these deep pools in
New Mexico, Now, there 1s nothing I could add to this
hearing to the fine presentation which has been made by
merely saying Amerada doesnft have any properties in the

Crossroads pool but we are interested in the questions and
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problems which seem to currently arise in the 30-scre spacing
request, znd I would like to convey & thought to the Commission
which I believe, I hope will be helpful in considering this
and other similar cases., It isn't new, but I do submit that
it is sound, Getting bszck to the very fundamentals, to focus
our attention on wh:t is the issue in these 30-acre spacing
cises, we go first to the source of the law, .nd I want to
quote the statutues, This is = quotstion; I copied it down
last nigh., Section 213 of the 1941 New Mexico annotated
statutes as amended in 1949, but this provision was left
intact which I think it is reazsonable to zssume is an expressim
of the legislzture that they intend to keep the current view
~~nd the current low, Here is vhat the statute says. Ho
owner of . property in & pocl should be required by the
Commission, directly or indirectly, to drill more wells

thzn are reasoncbly necesssry to secure his proportionste

part of the production, To a2void the drilling of unnecess:ry
wells, a proration unit for each well may be fixed, such being
the area which may.be efficiently snd economicslly - get those
two words - efficiently 2nd economically drecined and developed
by one well, The drilling of unnecessary wells creates fire
and other hazards conducive to waste :nd that necess:zrily
increases the production costs of oil and gas to the oper:tor,
and thus also unnecess:rily increases the cost of production

to the ultimate consumer., That is your basic statuts, It



soys in substanee that i sne well will drain 80 scres that
1s the sizs of the pror:tion unit that should be fixed by
thlis commission, Now, that is a guestion of faet 2o we

cosr t2 the next sen, ilov do you Getermine that? That
ultimate question of fect which the lesislature says is the
dec'slve issue, Vvell, it is based upch opinion naturslly
and conelusicng of the reclogiste and en: ineers. Now then,
hera you pet the guostiong where does yocur proof lie? vhen
you have n ease 1liks you hove hers at Crossroads or as you
ave in the inowles pool whara the Commission hzg nade an
order based upen the mosnt advanced testimony of the engineers
and geologzists and sl) the information they have avalleble,
That 1% !5 their honest opinion.under sath that ome well
will drain 80 acres, Yow, thsn the burden of proof to

‘deny that should be upom the party who eontondsthat core
well will not drain g0 acres, Row why 48 that? 1 think
thiz 43 a very elear answer to that, 7The statute says that
1f you érill =n umnecsssary vell that is waste. Se, that if
one well will drain 80 acres afy oxtra vell Is ar unnceessery
well., HNHow them that 12 the kind of vaste that you ean’t
stop after the wells are 4rilled, The only time you can
yTovent the wvasteful exsenditios of zoney or waste =8 - .ined
by the statute 1s bhefors they are drilled. o, when ysu
have the best engineerin: and zedlosieal evidence you can
rat, and thay conclude 1t is their opinion that one well
will drain an srea of &0 acres tien the only time you ean
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prevent the wusteful drilling of an unnecess:zry well is to rely
upon thzat testimony until you -re convinced that one well won't
drain 80 acres. Now, there is only one other comment on the
merits -« and the merit - in connection with this case 1 would
like to make and I wish to make s brief statement about this
because it is a prevelsent, I think, misconception in these
30 acre spacing cases. There are of course other incident:l
questions which zrise in connectian with these. Now, the
fundamental and primary issue is whether or not one well will
drain 30 ucres, Now when your evidence estisblishes thot
under the law znd under conservation and under just plain
right and wrong the oper:tors should be reguired to drill
only one well to 80 ascres if that will adequately drain the
pool, Now then we have questions of how you are going to
arrange the proration units znd you have problems of well
spaciﬁg but those cre incidentzal, HNow then whole attock

here is based upon the idea that when you have 30-:cre

spaclng you are going to get some drainsge -cross lease

lines, well, that is . situstion which you never cure by
spacing, Under sny kind of spacing you :zre going to get
drainage across lease lines unless the proration units and the
spacing pattern is dependent entirely upon property rights,
That is neot what the stoatute requires the Commission

to do, and I am sure the Commission knows the

proper way to devalop an oil pool. It seems to me quite,
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helpful vwhen considering 80-acre spacing when you have these
diagonal shaped units as you necessarily have in order to keep
your 80-acre units is to turn your map diagonslly, The map
in this case, if it is turned diagonally - I won't mark it
UP = .
MR, HANNERS: That is all right. Go ahead, |
MR, KELLOUGE: Of course, it doesn't drain in the exact
form of a square, FProbably itfﬁ;arly in the form of a circle,
But if you turn it dlagonally and add a diagonal side of
each quarter section you have a pilcture of 80-acre spacing
and 1t 1is uniform, It is in the form of a square, It is
just a bigger square, Take this ase here. The inference
was this well in the southwest of 26 would drain over here
into 27, Kow it is the contention that you can correct
that byvchanging the spaeing. Well, they are now drilling
g well in the northeast southeast of 27, Presumably 1t
will drain over into this Seetion 26, So all you do by
changing your spacing is your would have four wells instead
two and the operator spend half a million dollars and the
royalty owner get the same amount of oil... I don't want
to injeet myself into the merits of your case, but that
is one of the principal questions and propositions that seem
to currently arise in the request for 80-aere spacing. That
1s there ought not to be 80-acre spacing because you will
have dralnage aeross lease lineg, We have that under any
spacing and you don't correct 1t by sub-spaeing. I wish to
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to urge that if in viewing these cases you can keep in mind
the fundamental issue of whether cor not one well will drain
80 acres and who has the burden of upsetting that, I hope
it will be some gulde and some help to this Commission,
Thank you,

CHAIRMAN SHEFARD: Thank you. Anything further?

MR, HANNERS: There is one matter of evidence I wanted
to cover with Mr, Penn and falled to do it,

(Mr, Penn was called for further eross examlnation by
Mr, Hanners,)

Q Mr. Penn, I have the September production records rather
than the Cectober ones., Do they appear correct? Your
September ones for the Sawyer No, 1 were 2,532 barrels; from
the Dessie-Sawyer, 10,002 barrels; from the Sawyer B, 10,010
barrels; for a total of 22,544 barrels, I took those from
the September runs, In following the line of your financial
testimony I haﬁe multiplied those figures by two and a half
dollars and find that the recovery for mide-continent from
those three wells for the month of September was slightly
under $50,000,00, Are those figures appfoximatoly right?

A They appear to be substantially correct. I was using
production rather that pipe-line runs on my estimation.

Q@ I won't quibble about the few cents difference. I wanted
to get in the monthly production as being approximately
#$20,000,00 to the Mid~-contineut,

A I believe thafls right,

MK, SPURRIER: Mr. kernn, do you have any permlability
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figures on these wells you hive drilled?

.. I have 2 core anslysis of free samples from the "." and we
have other samples from the Dessie-Sawyer well that I would be
glad to furnish the Commission.

MR, SPURRIEZR: would you care to give them to us now
or would you rather introduce them as an exhibit? In other
words, do you have them avallalbe now?

+ I have only one copy of them with me, I would like to send
you a2 copy of them by mail if I could.

MR. H:NNERJ: No objection to th=t,

MR, GPURRIZR: Theat will be all right.

MR, DOWELL: Is th-t allvy

MR. HsNNERs5: Yes, sir,

(viitness excused,)

MR, DOW: Mr, Cecil Buckle of 3inclair,

MR. BUCKLE: .t the risk of bothering the Commission
with the statement "me too" I would like to get into the
record the fact that the sinclair Oil and Gas Company as an
operztor in New Mexico is vitally interested in not only
meintzining the 30-acre spacing in the State where it is
shown 30=acre spacing will adequately drain the pools - we
were here at the former he:-ring when this order was mide, znd
stated our position, and are back here still insisting we
think the Commission should give due credence to the
economic fazctor of ppoducing st an economic loss on New

=

Mexico, ratzining if possible the extra cost of these wells,
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becsuse it might result in some of these wells being drilled
whare this cost is getting pretty close to & half million
dollars a well and the possibility of recovery of the invest-
ment isn't coming back very fast., We took the szme position
before this Commission on the Knowles field :nd would like
very much to have the record show our continued interest in
this 80~acre spacing.

MR, DO%: The Commission probably h:s on file - letter
from the Skelly Cil Compony from Mr, Selinger under d:te of
Hovember 17, 1950, entitled this case., e would like to
have this letter gyo into the record. 1 have shown it to
Mr. Hanners,

MR, HANNERS: ©No objections.

CHIRMAN SHEP-RD: It will be received,

(Off the record,) |

MR, DOW: OQutside of the argument =« I presume we will
have an argument - thst ends our testimony.

MR, SPURRIER: Mr, Jow, could you put someone on th:t
would give us an approximate time of the pay out on this
well?

MR, McCKELLER: In «nswer to the question, I will put my
engineer on the strnd., I don't think our reservoir engineer
hss been able to compute from the d-ts we h-ve and the r-pid
encoachment of the wstar on our well zny rellable definite
time. e will feel extremely lucky if we get our initisl

investment out of it., However, if you would like to have f#r,
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Puckett on the stand? Jim, could you help any on th-t?

MR, DOW: Mr, Puckett, could you assist us on that?

MR, SPURRIER: Mr., icKeller, what I would like is the
figures for this pool, .y one well doesn't nzcessarily
reflect the true figure,

MR, McKELLER: There has been no engineering committee
set up for the pool, has there Mr, 5Gtsley? Jim, if you could
come and take the st:nd znd 2nswer sny qqestions thzt the
Commission might have in thot respect., I can't promise anything
but jlad to help all we can.

MR, PUCKETT: Well, the only information I can offer is
« repetition of what we heve written here, e still have
$308,000 plus dollars investment to obtain, The water
percentage is increzsing and the production curve in this
well hzsn't leveled off sufficiently to extrzpolate what
our ultimate recovery would be, but it looks doubtful if
we will ever get our money b:ck.

MR. McKELLER: This isn't secret technical date that
should not be introduced?

MR, PUCKETT: No. ,

MR, MCKELLER: We have here the production curve if that
will be any help to you, NMr. Spurrisr., If you can draw
ony conclusions based on th:t., I don't think you c-=n,

Mi., DOW: I prosume lMr. spurrizr -- |

MR. HMNZRS: (Interrupting) Mr, Puckett, you testifisd
s to the slow recovery from your well, Other witnesses

have testified the Mid-con?igent Sawyer well drilled in Fesbruary



1949 at a cost of (figures not given) and already recovered
$386,000,00 from February 1949 to date and about $56,000,00
yet in the red, But the Sawyer D well drilled by Mid-continent
completed in August of 1949 at a cost of $342,000 has already
recovered $264,000 in dout 15 months. Those figures would
indicate & highly rapid payout for those two Mid-gontinent

vells as contrasted to the very slow payout for your vell,

- Wouldn'!t that be true?

MR. McKELLZR: If you can answer it, Jim, based on your
knowledge as an engineer, go ahead,

MR, PUCKEIT : I am inclined to agree with Mr, Spurrier
1t would have to be a fleld-wide figure. You have #ry holes
over here that have a half million dollars invested that
haven't recovered anything that should be eonsidered in the
vhole pieture,

MR, HANNERS: Your testimony is there are wide extremes
in your ecase and in the cage of the Mid-continent wells,

MR. PUCKEIT: Yes,

MR, HANNERSs That is all,

CHAIRMAN SHEPARD: Ve will be st recess,

(Recess.)

CHAIRMAN SHEPARD: The meeting will come to order,

MR. SPURRIER: Before you begin I would like to remind
everyone that wants a copy of the record to let the reporter
know,rloave an order with the reporter,

MR, DOW. _: I am not going to make a speech, Mr, Commissioner
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this thing to my mind and cur minds strikes at the very
foundation of development in New Mexico, and the notice -

I assume that not only we but any other interested party

may show good eause, snd I would like to inquire if any

other operators haere would like to make a statement on this
1n the record, I am Informed s Stanolind 0il and Gas Company
representative would probably so desire and I would like to
get that in the record,

OLIVER EETH: I would like to make a brief statement
on behalf of the Stanoliind 011 end Gas Company., Stanolind
has no leases or acreage in this particular field but they
are vitally coneernsd as are the other conmpanies involved
in any determinational pclicy which will cover further
development in the State. Stanolind does have general
leases in the area and in filelds with similar geology.

We would Jjust llke to express our position that we support
the position taken by the companies here and the 80-acre
spacing policy as heretofore expressed by the Commission.

We all are anmxious to see the proper and orderly development
of &ll the existing fielda?ggy nevw sreas. There esre several
in the Blaneco area in which Stanolind is interested and
similar problems will arise ané eonsecquently we would like

to nake it known to the Comnission at this time whiat the |
views of Stanelind arg, Thank you,

MR, DOW3': May I inquire, Mr, Commissioner, if there
are other parties here who would like to make a statement?
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I assume you will a2llow us a2 small pefiod of time to argue
this matter and I ghould ilke particularly for the Comalssion
to hear from both Mr,., MeKeller and Mr, Crocker and Mr, Iden
on this matter. We are up to the time of presenting the
argunment and I would like to call on their in that order,

(Argument by Mr. licKellerj argument by Mr, Crocker;
Argument by Mr, Iden.)

MR, DOWELL: That 1s all Mr. Commissioner,

CHAIRMAN SHEPARD: Is that all?

MR, DOWELL: That is all,

CHAIRMAN SKEEPARD: Mr. Hanners?

(Argument by Mr. Hanners,)

MR, JOHNSON: I am Paul Johnson of the Texas Pacifie Coal &
il Company, We have these Devonian wells in the Bagley Field
near Tatum and a8 yet we are not producing any water, of eourse,
wve might in the future, I personally am against making a
permanent order for 80-acre spacing until we know more about
it.

MR. MCKELLER: Is that for the Bagley field?

ME, JOHNSON: Yes, I am talking ebout the Bagley field,
don't have any production in the one. .nd I understand

before I went with the Texus Pzcific they did want 40-acre
spacing. I don't know why at the moment, However, in the event
kwe do go to 30-acre spacing in the Bagley field, that is asc
permanent order, I understand there is 2n injunction ~goinst
thzt now, then we do wrnt to see mors engineering datz present:d

48 to why we shouldn't go to 40 or stay on the 30,
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In other words, we might wint to go to 160, And in presenting
data for any reservoir we are going to have to have some core
anzlysis and the permiability and the amount of oil in place
and the direction from which the water drive is coming, and
how it is going to uffect the wells zs it approaches those
particulcr wells, At the moment we cre in an enviable position
in the Bagley field, e have the highest well in the field
and have our wells right sround it, 350 we will be postponing
any hearing forgetting 40-acre spacing on that, It might be
our off set operators will want to go to it sooner than we

do. So that is the position of the Texas Pacific on the

thing right now,

(Further srgument by Mr, Hanners.)

CHAIRMAN SHEPARD: Anything further? If not, the case
will be tcken under advisement c¢cnd we will promise you a
decision very shortly., The next case is 233, Will you read
it Mr, Graham, plecsse,

(Resds the notice of publication in case No. 233,)



MR, HOWARD: I have here prepared proposed changes.
Mr, Brown, you have some of those, Would you circulate
them among the remaining people, Appearance for Shell
Pipline Corporation, Paxton Howard, If the Commission
please, when the new rules were written it was recognized
by everyone who participated in the writing ef them that
as they were put into effect certain ambiguties would
develop that would need consideration and clarifiation, Sure
enough it is the feeling of certain of the parties that
those ambigulties do exist, The Shell Pipeline Corporation
whom I am representing at this hearing has called to my at-
tention certain questions in the rules that bothers the
pigline company and I know it is bothering -- these questions --
the orther pipeline companies, The proposals I am going to
make are not changes in the rules, They are merely attempts
at clarification, In other words to put into the rules in
black and white that which I think is generally understood
to be the rules anyway but which is not just as clearly stated
as it might be. Now as to the problem, there is this question
in the pipeline company's mind, Suppose that a certain
unit_unit has an allowable we will say for the month of October
at 1400 barrels, The pipeline company makes its last run from
the lease or from the unit on the 26th of October at which

time it has run 1200 barrels irom that particular
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unit for the month of October. Now, that leawe; another 200 barrels
production from that unit for the month. The next run from

the unit won*t be made until the 3rd of November, Now there

i1s the question in the minds, I know of my client, and I

think of some of the other pipeline companies as to whether

the rules do give that pipeline company specific authority

to run in November that 200 barrels of that October allowable
which wasn't run in October? Now as I stated I think we all

vhen we were writing the rules were undsr the impression we

were including in the rules the right to do that, And I think

it has been the thought of the Commission and the thought of
everyone concerned that in other words the first runs that

vere made in November were tc be considered as the running

of that valid underage in Cetober. The difficulty as I see it
comes about by reason of definition in the rules., Definition

56, shortage or under production, shall mean the amount of

oil or the amount of natural gas during a proration period

by which a . glven praration unit fail to produce the amount

equal to that guthorized in the proration schedule., Now

as I say, I¥as a member of the committe® that worked on those
and I am sure it was really my thought and the thought of
the members of the committee at the time that the term

"fail to produce” wasn't intended to limit actual production,
It was supposed to include this matter of underruns as well.

But we didn't say so, Now there has also been some question
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in the minds of the pipeline companies - there is no clear
distinction hetween what is intended to be current shortage
such s the example I gave, that 200 barrels, and what is
intendeé?%gﬁl allowable. In other words what can the pipe
line companies run without having the publication . ~~ on the
schedule, And what is it necessary to put on the schedule
in order to authorize the plpeline companies to run, I
think the commission 1s aware of the fact that the pipeline
companies are very anxlous to abide completely by what the
rules are and it is the feeling, that of my client at least,
that if we can make these amendments and express in the rules
that which vwe all understand to be the rule that it would
be beneficial to the pipelines in compliing with the regulations,
I have prepared and I have submitted to you and submit here
the propose& changes that we suggest in order to clarify this
matter, I will state this is not subnitted on the basis
this is the only answer., It is an attempt on our‘part .to get
the answer to the problem that is common to all the pipeline
companies. 8o, I want to submit my proposition here and it
may be that someone else has a much better answer to it, But
at least this will get the matter started now without taking
too much time, you will note I have prepared this in the form |
of alternative suggestions, 8Suggestion A, which I will state
as my preference and Suggestion B, which 1s a shorter wgy of
doing it but I don't believe is as desirable, I suggest thet
we have in the rules a definition of over-production and a
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definition of under-production such as I have prepared here,
In other words over-production will be changed to read as
follows:

"1, Qver-pProduction shall mean the amount of oil
or the amount of netural gas produced froma proration
unit during a proration perlod in excess of the amount authore
ized on the proration schedule,”

Under-production, which will be rule 42 shall mean:

"Lo, Upder-Froduction shall mean the amount of oil
or the amount of natural gas durlng a proration period
by which a proration unit falled to produce an amount equal
to the authorized on the proration schedule."

You would introduce ~definitions of over runs and
under runs.

"43, Qver-rung shall mean the amount of oil or the
amount of natural gas run from a proration unit during a
proration perioﬁ.in excess of the amount authoriged on
the proration schedule,"

A new definition of "Under-runs" will be added and will
. become befinition 4 as follows:

"4, Under-Rung shall mean the amount of oil or the
amount of natural gas during a proration period by which a
proration unit failed to have run an amount equal to that
authorigzed on the proration schedule." ,

How there you break down, break them down, between
rung and production. Now Rule 503 (e) which is the
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make—upArule would be changed to read as follows:

"503 (e) Current oil "Under-Production® or"Under-Runs" may
be made up, or current and unavoidable and.lawful *Over-Produc=-
tion" or "Over-runs" shall be compensated for, at any time or
times during the two proration periods next following the
proration period in which such occurred, .Thié may be done
without any special authorizéfion therefor from the Commission,
and the volumes Ehereof will not appear in the Schedule,

Such current "Under=-Production* or®"Under Runs" are not to be
confused with "Back=-Allowable,"

Now, the theory of that is, of course, that this current
over or under either production or runs which is to be made up
during the two proration periods immediately following the
occurrence thereof will not be considered as Back-2llowable,

It will not require any publication on the schedule., It will

not require any special letter or order of the Commission,

The pipeline companies will be able to make it up during those

two proration periods immediately following the happening of

the event, When, however, that is not made up during two periods,
then it would come within the classification of backeallowable
which will require‘an application to the Commission for the
allowance of back=allowable as the rules now provide, Now in
connection with back zllowable there has been z suggestion that
back-allowables should not be published in the schedule, It has
been suggested that since it isn't actually a part of current
allowables that it has no place in the schedule, and that it

does cause a lot of bookkeeping on the part of the parties\making%
up the schedule; and it has been suggested that it be dropped from

the section of the schedule, If that is done, I want to csll
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attention to the fact that there will have to be a change
made in rule S501F, the first section of which now reads:

711 legal and asuthorized hacke

allovable available for P“TS235% (431 be published in
the monthly proration schedule. There will Inve to be added
to that sentence of the provision, authorized by letter er
order of the Commission,

A VOICE: Which rule is that?

MR, HOWARD: 503, I beg your pardon. At the end of the
first sentence of 503 (f), if you are then to publish the
back-allowable there should be added, authorized by letter
or order of the Commisaion. If the Commission please, '
this iz submitted as a clarification to rmeet a question that
has hothered the pipelines. I dont't eonsider it as an
amendment in any sense, I don't consider it is a matter
which needs to be supported by testimony from the stand.

It is administrative and if the Commission i1s of the opinion
that the eclarifiecation 1s in order, it is ny opinion the
Commission can make such change and it isn't necessary to
introduce testimony Just to the effect that it ought to be
éone,

Now, there is one other matter I would like to call
to the Commission's attention that I think has also been
bothering the pipelines and that is this, Of course, the
runs are supposed to be made in sccordanee with the
schedule, HNow 1f the achedule, or say the allowable hearing
is held on the 2%th and an order for the state-wide allowable
is granted but the schedule doesn't come out untiithe 7th

or 8th of the following month, Now in the case of the n
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I am trying o correct there, We know it 1s the intention
that the producer shall produce and the pipeline shall run
on the basis of the preceading monthly schedule until the
new schedule comes out, 80 actuslly there is no present
order providing for that so that you do have a situation
until the schedule comes out in the first part of the month
that there 1s no definite break down schedule for that
month, KNow that ecould be remedied by one of three ways,
The meeting setting zllowables could elther be held earlier
in the month so that the schedule could be out the first of
the month or in the state~wide order lssued there could be
a statement to the effect that until the schedule comes
out production and the transportation authorirzed on the
basis of your preceeding months schedule or there should
be included, or there could be included in the rules
some statement or rule to the effect that would be the
case, Those are %two suggestions on behalf of the Shell
Pipeline Company I wish to make to the commission for
consideration and for consideration by the other operators.
There 1s another matter that Jjust came up as a result
of a gathering last nizht of several folks talking over the
rules and in which they were all in accord and asked me
since I was presenting this other matter if I would present
this too. It is in connection wita the Form C-110, At
the present time it is required that a C-110 be filled or

every unit and on a 160 acrs lease there would have to
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be four C~1l1l0's filed on that particular lease, It has
been suggested in order to cut down papei work considerably
and recording and such as that, 1f it were possible for
the C-«110 to be filed on a lease basls, That is not
changing the allowable, It doesn't have anything to do
with t nat but instead of referring to only one unit it
could refer to say the four units on the lease and certify
that the producticn from all of them was in &accordance
with the law, If the Comuission please, those are the
sugzestions I have to make, Thank you.

CHAIRMAN SHEPARD: Anyone elset Anyone else have anything
to say on these proposed changes., If not, we will take wup
case 239, Will you read it Mr, Graham?

(Reads the notice of ypublication of case no. 239.)

ROBERT §. DIWEY
having been first duly sworn, made the following statement:

MR, DEWEY: My name 1s Robert S. Dewey, Division
Fetroleum Engineer for the Humble Ol1 snd Refining Company
of iildland, Texas, ‘

On September 21, 1950, the Humble 0il and fRefining
Company and the Megnolia retroleum Company filed a joint
letter addressed to the New Mexico Conservation Commission
requestipg this hearing on & proposed water flood in the
Primrose-8kelly field, I request that this letter be made
a part of this hesring and he 1dentified as Exhibit 1,

Tor the benefit of those prasent I will give the pertinent
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information that 1s contained in the request for the hearing.
Application is reguested to inject water in the Grayburg

reservoilr Pénrose~Skelly fleld, Lea County, New Mexico,

(reads from the letter.) As part of this, these plats

mentioned on this location is all paft of this lease, Allttle

over & year ago msetlings vere held with several operators

in this area to dlseuss the advisabhility of entering into

some sort of cooperatlve water injection program, As a

result of those meetings the Humble 01l Company and the

Mggnolia Petroleum Company have entered into a Joint

agreement, subject to the approval of this Commisslon, to

water flood a certaln section of the . Pénrose-Skelly fileld,

The area In the  Ienrose-Skelly fleld which 1s primarily

concerned in this case 1s the Humble J, L. Greenwcod

leasey south half of Section 9, Township 22 South,

range 3/ East, Lea County, New Mexico, and the BErunson =

and the Magnolia's Fetroieun Company's Brunson-irgo lease,

the northeast quarter, Sectlon 9, Township 22 south, range

37 easty and the northwest quarter, Section 10, Township

22 south, range 37 east, Lea County, New Mexico, Humble's

property comprises 320 acres and Magnolia's property

comprises 160 acres, Due to the meetings that were

held the other operators in the area have been advised

relative to the intentions of the Magnolia and Humble

relative to the injection of water asnd besides that the

two companies have obtalned waivers from said operaters.
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I will give you ~ 1s 1t &1l right to present photostatic
coplies?

CHALIwALL CulFARD:  Yeg,y 8iTe

lite DEWEY: Rather than the. originals?. e

ChiIanMAl SLEPARD: Tes, sir,

MAR, DEWEY: I would like To enter in the record the
photostatic waivers that have been received by the Humble
0il ané Hefining Company advising the other operators in
the area relative 1o our proposal and obtaining their
apyroval, I would like tc bring out the faet that while
there are several other producing horizons in the same &area
as the Grayburg formation, cur proposal 1s strictly limited
to water injectlon invo ihe Grayburg formation and we are
not asking for water iinjectlon in any other formation.

We have very littls geological evidence to offer. ihe
structire rellef on the Lumnble properiy as deturmined by

the base of the queen and the top of the Grayburg formation
is nearly flat. Jhere is less tha® 25 feet difference

in structure on the ilurbie lease, lihe toy of the Lrayburg
formation is approximately 3500 feet., The ze.logist informs
us that the Grayburg formstiion consists of ¢ crystalline
dolamite, The orlginal driiliing -of the renrose~Skelly fleld,
the vells penetrated approximately 80 feet helow the casing
set znd into the Grayburg formation., From electric logs that
were obtained in conjunction -~ were obtalned when we obtained
information on deepening of later wells on tha lcase, to

- lower formations, sur interpretaition is that the pay section
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in the Grayburg formation underlying the Humble lease is
approximately 44 feet, Of that 44 feet we have very little
ides of the net pay, The wells on the Humble-Greenwood lease
were originally completed between the years 1937 and 1940 at
which time it wasn't customary to core and very little if
any used was made of electric logs. One well was partially
cored, Greenwood No, l. The analysis of ten samples from this
core indicate that the average porosity of those ten samples was
7,9, The highest permiability was less than one millidarcy,
In the original drilling of the wells the wells were drilled
approximately in the center of 40-acre spacing, On the Humble
lease the 7 wells were completed on 320 acres, Due to the
rapid decline in production the 3th location was never drilled.
It was customary to set - to run surface pipe = and exclude
the surface water and complete the wells with 7 inch casing
set from the top of the Grayburg dolamite. The casing was
then drilled out leaving the six and a quarter open hole
to the formation, On one - on our Greenwood No. 1 - we have
deepened that'to the Brunson pay so that well isntt
available for water flooding. The Greenwood No., 5 was
deepened to the paddock &t which point it Qas found it
was dry and the well was plugged back subsequently and
has remained plugged back to the Grayburg formation, It
is a temporarily abandoned well with the ides that it
might be used in connection with water flooding the lease.
In drilling this well to the paddock pay it was necessary
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to run 5% inch casing, To recomplete the well as we propose
to do and make an input well the casing will have to be
perforated and the well recompleted, .11 the wells on the
Humble lease are on the pump, The production, the daily
production of the five producing wells, runs from the=

runs on the order of 12 to 14 barrels a day, The préduction
on the Magnolia lease I think is fairly comparable, The
Magnolia Petroleum Company agreed to use their No. 8
Brunson-Argo well as an injection well and we have agreed

to use our No, 5 as a diagonally off-setting injection

well and we mutually agreed that comparable amounts of water
will be injected into these two wells in a pilot flood,

We know very little about the characteristics of the Grayburg
formation and how those characteristics may effect the

water injection, We feel this is strictly an experimental
water flood and for that reason we desire a good deul of
lattitude in the injection rate that we will use in
injecting water, wWe do desire to be allowed to inject

as high as 1,000 barrels per well per day in either or

both of the two wells and to determine mutually what

seems to be the best injection rate., Now we don't know
whether either well will take water or at that rate,

Qur No., 5 well, as I explained before has to be

recompleted, We did run s test on the Humble Greenwood 7

in which we determined over a 12 hour period that the well
would take water under gravity of about 52% barrels per

hour or cpproximately 1260 barrels per day. We intend to
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We intend to use fresh water that is available on the lease

for injection purposes. The Humble has four water wells and one
of these vwells was tested, and we found we could produce it at
1000 barre® per day with a Pomona pump,

We intend to keep very accurate reports on the amount of
water and the pressure at which the wells take the water and
all pertinent data pertaining to water injection and plan to
furnish it to the Commission monthly by letter if that is
satisfactory. We would like very much for other operators
in the same area to Jjoin with us in the experimental plan,
We would be glad to furnish any other operator in the area
the identical information we Turnished the Commigsion,

If the ‘injection of the Humble Greenwood No. 5 is successful
ve desire to proceed with the injeetion into wells Nos, 3 and
6 which are also included in this request.

Does the Commission have any questions?

MR, MCKORMICK: How soon do you plan to start your
operation?

MR, DEWEY:t I see no reason why we can't get stated very
shortly, after the = if the Commission grants its approval,
It will take a little time to recomplete the well, perhaps
a week, might take a week to lay some water lines and that
sort of thing around the lease, But there isn't a great
deal of work to be done and I see no reason why it wouldn't
be launched within two weeks after we obtaln permission as

far as vwe are concerned,

MR, MCUORMICK: This would be calculated torecover some
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oil that wouldn't be recovered by any other methods.

MR, DEWEY: That iy right. We hope to recover some oil
by this method., We wouldn't spend our money if we didn't
think we would get a return from it, Does anyone have a
gquestion?

CHATRMAN SHEFARD: 4any questions?

MR, DEWEY: Thank you. '

CHAIRMAN SHEPARD: ir. Dewey,without any objections that
order w1ll be entered right away, so you may proceed,

Case No, 240,

(Mr, Graham reads notice of publication in case No. 240.)

iR. BFTULBPON#: .|y name is Vilas ¢, Sheldon, I am to represent
fesler and Sheldon in tiiis matter asking for dual completion
to be approved for a multible . zone completion for a well
which has been drilled in Section 33 of Township 23 south, hange
37 aastvwhich places it in the Mattix Field of Lea County.

In 1938 this well was drilled to a depth of 3481 feet, gas
beingz encountered in the (ueen sand down from 3414 to 3L72
approximately and it was completed at the depth of 3431 as a gas
well and has more or less continuously since that time sold dry
gas for fuel tovarious concerns, the last of which has been the
El Faso Natural Gas Company. They have a connection to the well
at the present time and¢ toock gas froﬁ the well unt’1l workover
operations were started in the first part of October, 1950,

In other wvords, they ¢id take gas from the well in September and
the first few days of October and all the months before that,
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In October 1950 the well was deepened to a total depth of
3620 feet, o0il being found in that interval, The oil section
‘was shot with nitroglycerin and proved to be capable of
producing oil, To comglete the oil the operator ran a string
of two inch tubing with the Lane formation packer, the packer
being set in the formation from 3480 to 3490 feet., Testing
ove; several days indicated ant effective seal created by the
packer and the well flows pipeline oil to the tubing. The gas
pay has been packed up and the connection to the Zl raso
Natural whlle it is still there, the gates are shut on it
and no gas is ®ing sold, 0il isteing sold. On HNoveiher 16 to
16th in the 24 hour period¢ the gas o0il ratio was conducted
on the well during which time the well was flowing and fiowed
by a magnltometer (%), making seven flous a day of about 45
minutes duration each. The gas oil ratio was 1136 cubic feet
per barrel. The petitionsr: raquests pernission of the Commission
to make a dual completion. The dual completion has been
made but we request permission for authority to sell oil,
to sell gas, pardon ne,

We ask permission to sell gas from the same pay that
has been produeing gas for some 12 years,

MR, MeCORMICK: Irom what formation is it produecing o0il?

MR, SHELDON: The Queen in sy opinion,

MR., MeCURMICH: and also gas from the Jueen?

MR. SHELDON: I would say y€Se.

MR. eCORMICK: '‘hat is there between the two zonesy
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MR, SHELDON: Dense dolamite, The zone is absolutely
separate, as the puacker installation has proven., This ratio
of 1136 is a very satisfactory ratio. The gas is shut off and
it is necessarily agreeable to the petitioner that the dual
completion should be granted on the basis that the effective
nature of the dual completion be maintained,

MR, McCormick: Mre there other wells in that field
that have dual completions?

MR, SHELDON: No, sir,

MR. McCormick: /Zre there other oil wells offsetting
this producing from the (ueen?

MR, SHELDON: Yes, In the application to the Commission
which we furnished that was set out however I will offer as
an exhibit a little sketch map, There is a well, one location
directly west, producing oil from the identical sand we
produce oil from, There is s well directly - pardon me -
there is a well one half mile to the sath producing oil from the
same sand that we produce o0il from and in the general vicinity,
that is, taking in an area of querter sections there are quite
a number of wells producing oil from the section we are
producing oil from, In the immediate vicinity of this well there
is no well producing oil from the section that this well
produces gas from, It séems to be a rather strange affair,

MR, McCormick: Any wells producing gas?

MR, SHELDON: There have been none drilled, There

are some other wells in the area drilled
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through it but they drilled through it and set pipe,

MR, MeCORMICK: Is there any possibllity that gas which
you have encountered is a gas cap for the Queen.

MR. SHELDON: In this particular fleld it is my opinion
that 1t isn't possible, In other words, geological information
that I have secured indicates that the zone that produces
gas in this well 1s too high above sea lewel in this pool
to ever « the gas 0il contact is pretty vell-defined,

MR, MeCORMICK: Do you know of any way that vaste could
result from this completion you have requested?y

Mii, SHELDON: The dual completion as made now has
effectively shut the pgas off, that 1s the upper gas off
from the oil pay so I do not see how there could be any waste
from producing the 0il and we are in effect asking for permission
to continue to ®l1 gas frow the pay the gas has been sold from
for 12 years. In my opinion it will not create waste in the
pool as we know 1t now,

MR, McCORMICK: I have nothing further,

CHAIKMAN SHErALRD: Any objections?

M. HMOKRELL: No objection,

CHAIRMAN SHEPARD: If there 1s no objection, the order
will be entered,

Mii, SHELDON: Thank you sir.

CHAIRMAN SHEFALLD: Case No, 242,

(#r, Grainam reads the notice of publication in Case iio. 242,
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having been first dﬁly sworn, testified as follows:

DIRECT &

BY MR, DOW:

MR. DOW: Mr, Commissioner this 1s an application of the
Continental 01l Company for approval of the proposed unit
agreement of the Texas Hill Unit Area, Eddy Count;, New
Mexico comprising 13,800,43 acres more or less, situated
in Township 21, 22, and 23 south, Range 21 east N.M.PeM,
11,880 acres of the lands embraced in the proposed unit
agreenent are lands of the United States, 1800 acres are
state lands and 120 acres are fee or privately owned land,

MR, QURRIER: ir. Low, you said 13 thousand didn't you
mean 18 thousand?

(Off the record,)

MR. DOW: It 1s 13,800.43 acres. In the proposed order.
The unit area described in the proposed unit agreement was
designated by the Director of the United “tates Geological
Survey as one suitable and proper for unitization, and a copy
of which letter is attached to the application., There is also
attached to the application and made a part as Exhibit € a copy
of the geological report made b. Mr, W. Baxter Boyd geologist
for the Continental 011 Company with a plat attached thereto
which 1s the same report filed with the Director of the United
3tates G ological Survey, and pursuant to which the area vas
designated as an area proper and suitable for unitization.
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ihe Continental 0il Company is designated as unit operator
and proposes to drill to 8200 feet or to such lesser depth
as the Ellenberger formstion has been penetrated, and also
provides for the drilling within two years after oil and gas
has been discovered on the second exploratory well to test the
other geological feature as per the unit agreement,

There is a proposed form approved b y the State of liew
I exico and Secretary of the Interior., It is believed it will
promote the economic and effiéient recovery of oll and gas to
the end that the maximum yield may be obtained from the sancé

or|area if o1l and :;as should be produced in paying quantities,

I wish to offer the testimony of Mr, W, Baxter Boyd, district
geologist for the Continental 01l C-mpany.
& I wish you would :;ive briefly ydur educational bacizground,
your experlence and ramiliarity with the section of Nevw ifexico
and with the proposed unit agreement.
A I graduatedfrom the University of Ckalhoma with a Liachelor
of Science degree in geology in 1928, I have been continuously
employed in the application of petroleum geology through the
industry since then. Jor 17 years I have been employed by
Continental Oil Company and for the past 2 and half years I
have been given the supervision éf seology of the West Texas
and southeastern New Mexlicc area among other areas in Texas,
During this time 1 have become familiar with the reology of
southeastern New Lexico. The particular geolosical features

with respect to this unit have been checked by - under my
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supervision « by field partles and a projecited producing horizons
wihich we expect to explore have been exanined by geologist under
ny supervision in our midland office., All these details I am
familiar with,

& You preparéd or caused to be prepared the revort which is
filed with the application?

A Yeg, dr,

@ Does the Contlnental 0il Company propse in the agreement to

drill a well for oil and gas on some portion of the land?

A Yes,

¢ And to wmat depth?

A 8200 feet or 500 feet intoc the Ellenberger,

¢ You are familiar then with: the proposed unit agreerent?
4 Yes, sir.

(¢ Would that in your opinion be in the interest of the
conservation - of 01l and gas and the prevention of wastex

A It would yes,

¢ In your opinion does the proposed unit agreement cover all
the land situated upon thc geologleal gructure involved and
it will afford effec:.ive control of the entire structure

if o1l and gas is discovered?

A It does,
Q MRQ DOW: Do you care to ask any questions, Mr,
Commlssioner?

CHAIRMAN SHEPARD: Mo,
MR, M®COR.:ICK: I have no questions,
MR. DOW: That is all,
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Do you want to offer anything else, lir. Boyd.

MR, BOYD: T can't think of anything that will add to the
material in the Commission's hands,

CHAIRMAN SiiEPAID: Anyone else have anything to ay%
Any objeetions? The order will be granted,

Case No. 241,

(Mr. Graham reads the notice of publication in Case No., 241.

TDWARD E. KINNEY,
having been first duly sworn, testified as follows:
DIAECT EXAMINATION

BY MR, MeCORMICK:
Q State your name.
A Ed Kinney,
¢ What is your official position?
A Petroleum enginser New iexico Bureau of Mines,
Q Have you beéa a memBer of the Nomenclature Committee of
Southeastern New Mexlco?
A Yes, sir.
@ Secretary I belleve, you have been recording secretar:, 1
wili ask you if you have cheeked the description of the
proposed pools as set out In the officlal publication of Case N .
24172
4 I have.
Q Without going into the details of each pool I will ask you
if the informatlion as revealed in this publication constitutes
a recommendation = of the southeastern New lMexico Nomenclature
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A It does, ‘
Q And in your opinion is that recommendation as prepared
based on present information?%
A It is,
Q@ The pools they recommend be created and to be extended
would each constitute common reservolrs as they are now known
or thought to exist?
& Yes, sir,
Q You recommend to us that these pools be created and extended?
4 1 do,

MR, MeCORMICK:s Any guest ons? That is all,

CHALIRMAN SHEPARD: Anything further, If not, we will
stand adjourned,
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STATE OF NEW MiXICO )
) S8
COUNTY OF BERNALILLO )

1 HEREBY CERTIFY That the attached and foregoing transcript
of proceedlngs before the 01l Conservation Commission is a true

and complete record therof to the best of my knowledge, skill

anc¢ ability. e

]

DATED AT Albuquerque, New Mexlco this fﬁk _ day of

December, 1950,

-

FC

L.
Notary Subile,

My Commission expires August %, 1952,
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