L%

=

BEFORE THE

®il Conservation Commission
SANTA FE, NEwW MEXICO

February 17, 1955

IN THE MATTER OF:

CASE No. _8268

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS

RooMms 1035, 106, 107 EL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEW MEXIcO




BEFORE THis
OIL CONS#RVATION COMMISSION
Santa I'e, New Mexico
February 17, 1855

- o me m me e e am e Em e s ey e em me me  Rm e Sm v am e et e = ae e e

IN Tiie MATTER OF:

The application of the 0il Conservation Commission
for the revision of an administrative order of a
non-standard gas proration unit.

)

)

)

)

)

)

)
Applicart, in the above-styled cause, seeks an )
order amending Administrative Order NSP-25 and )
directine Sinclair 0il and Gas Company to reduce g
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the size of the non-standard zas proration unrit
permitted therein to conform to itlie provisions
of Paragraph 3 of Rule 5(a) of tlie Special Rules
and ilertlations for the tuvmont “as Pool, as set
forth ir Order R-520; the resul lir s proration
unit to consist of the NW/4 of “.action 11, Town-
ship 20 South, dange 36 fast, Lea County, New
Mexico,
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Bis'ORE:
Honorable John Simms, Jr.
Mr. £, S, (Johnny) Walker
Mr, William B, Macey

TRANSCRIPT OF HEARING

MRo MACHY: The next case or the docket is Case 826,

MR. KITTS: Considerable corfusior has developed in recent
weeks regarding the formation of non-standard gzas proration units
in Lea County gzas pools, and the following statement is presented
in an effort to eliminate this confusion and to clarify the require
ments ir filine applications for approval of non-starmdard gas pro-
ration units in the Southeast gas pools,

The basi, considerations for approval of all applications herd

will be that the formation of such unit will:
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1. Prevent Waste
2, Protect Correlative Richts
3. Serve the Best Interests of Conservation

For an application te receive consideration for administrativle
approval, the urit for which the exeeption is recquested must in alfl
respects meet the reguirements of Rule 5 (a) paragraph 3 and
Rule 5 (b) of the various pool rules contained in Order R-520.,

Any application which does not meet these requirements for admin-
istrative approval must be heard after notice at a hearing of the
Commission at which time the merits of the application can be
considered,

Further, the Commission Staff feels that Order i1~520 clearly
implies the radius of influence for one well in the various South-
east gas pools, covered by Order H-520, to be 3735'--that is, the
radius of a ecircle which will totally enclose a 640-~acre section.
And that such radius should be applied to all applications for
exception to the provisions of Order R-520, Quite naturally, this
radius of influence cannot he the only consideration and factors
of economics, offset counter-drainaze, ard good operating practice
must be considered. The Commission Staff is aware that each reque
for approval of a non—standard gas proration unrit must stand on
its own merits, and bhe treated individually--and we take note of
this fact,

We have briefly outlirned our position in an eoffort tc assist
the operators in making application for and securing non-standard
proration units, and with the hope that the operators can assist
the Commission Staff by keeping their urits within the limits as

set out in this statement, in so far as economics and good operati;
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practice will permit,

We are certair that we can count on the full support of all
of the operators.

MR, McGOWAN: That is the Sinelair Case where we have had an
administrative order approving a non-standard unit or 240 acres.
I request that the application and various notices attached theret&
be made a part of the record. We again have a map of the area,

Co Do GAILMNKS
called as a witness, having been first duly sworn, testified as

follows:

DIR=CT BEXAMINATION

By MR. McGOWAX:

0 Mr., Gaines, I call your attention to a map in front of youj

MR, McGOWAN: First, I qualified this gentleman as an expert
in a previous case, Are his qualifications acceptable?

MR, MACEY: Yese.

& I eall your attention to the map in front of you and ask if]
you prepared this or had it prepared under your supervision?

A Yes, I did,

Q@ Would you advise the Commission what you intended to show
and what this map represents?

A The portion of the map covered in yellow are Sinclair leasgs
in the area. The portion of the yellow that is cross-hatched arou#d
the border is the 240 acres of the W, P..Bird lease; the tracts
which are hordered in red are gas units in the viecinity with the
gas wells indicated by a single orange circle,

Q@ This acreaze is all owned by Sinclair, the lease hold

portion of it?
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A The W. P, Bird lease, yes, sir.

¢ And the royalty owner is common under the 240 acres being

the northwest gquarter and the north half of the southwest quarter

of Section 11? )

A Yes, sir, it is.

& Do we have a gas well on the acreage?

A Yes, sir, we do.

Q Where is it located?

A It is located 990 feet from the north line and 660 feet
from the east lines of the lease.

Q@ When was that well completed?

A It was completed March 4th, 1854, as a gas well.,

q4 It was completed then prior to the issuance of order No.
R-5207?

A Yes, it was.

4 Therefore we are entitled to the 330 foot tolerance, In
your opinion 1is the entire 240 acres productive of gas?

A Yes, sir, in my opinion it is,
Q And the entire acreage lies within the umont Gas Pool?

A Yes, sir, it does, the limits of the Bumont Gas Pool as

set up are approximately one mile west of this lecatiorn,

MR, McGOWAN: T think that is all the questions.
MR, MACEY: Any questions of the witness, Mr, Reider?

CROSS =XAMINATION

By MR, REIDiR:

Q Mr, Gaines, on your other wells located on that lease, I

would like to know where they are completed?

A Where they are completed?
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Q Yes, sir,

A We don't have the well records with us, I am quite sure
thev are all Grayburg wells,

Q Your No. 7 well there, does that show any o0il?

A Not to my knowledge,

Q I wonder would it be possible for you to furnish to the
Commission information on the other wells ir that tract?

A Yes, sir, it sure would.

MR. McGOWAN: What information would you particularly like?

MR. RoZIDER: T would like to know the perforated or open hole
interval., I would like to know what your correlation of the form-—
ation is.

A All right,

MR, REIDRR: We feel there might be a possibility of that wel
azain going to oil,

MR, MACEY: 1Is there arything else?

MR. McGOWAN: On this case I would like to point out to the
Commissior that as the evidence shows we are in a position here
of having a well that is further from the houndary lines than is
required for 160 acres, but not sufficiently far to automatically
rive us 320,

We do have the common ownership of 240 and we are richt
in between the 160 and 320 and we think it is a logical nonconform
irg 200 acre unit, Ir that connection we own the 180 acres that
it would appéar should be put into it, The ownership is not commo
We are tryins to work out lease amendments which would enable us
to put that into a rezular 330 unit where the well would be ideall

located, whether we would be able to succeed is problematical,

=

;

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXiICO
TELEPHONE 3-6691




By MR, RHODES:

Q Was that well producing during 19547

A Yes, sir,

Q Did it make its allowable?

A I can't say all the way throush, It has not nade its
allowahle the last -- well, I will say it did not make its allowable
in November and Decemger.

Q4 But it had made it up to that time?

A I am not certain about that part,

Q@ Well, you feel that we should give you an increased acreacge
in view of the fact that we don't know if the well can make the
allowable?

A VWell, of course, the allowable right now is a little bit
hircher than it will be next July.

Q You think it would average out over the year?

A Well, for the month of November it produced épproximately
44 million, I believe for the --

Q@ A little over a million a day?

A That is correct., And we ran some ficures on about the
average production for 160 acre unit wells in the Bumont Pool in
1954 and it ecame out approximately 22 million. For 320 wells with
320 acres dedicated, it came ouvt approximately 44 so this would
fall in between there, It would be slightly over a million a day
or about 33 million a month for 240 acre unit,

Q@ For your information the 160 in the Eumont, the daily
average allowable is 839,891.

A ilow much?

| O Dajly averaege 830 ,00] cubic feet, throueh 1954,
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4 Daily average, yes.

MR, RHODES: That is all.

MR, MACEY: Did anyone have anry further questions of the
witness?

MR, CHRISTIE: I don't have any questions. Sinelair asked
for waivers on this particular applieation, It was withheld
perding the hearinz, We see no objection in grantineg this

application,

MR, MACEY: Anyone else? If not, we will take the case under

advisement,

STATE OF NEW MEXICO: )
COUNTY OF BERNALILLO: )

I, ADA DuARNL:zY, Court Heporter, do hereby certify that the
foregzoinz and attached trarscript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 4th day of March, 1855,

gotary Publie, Court ieporter

My commission expires:
June 15, 1955
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