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ALBUQUERQUE, NEW MEXICO

B8IFORE THE
QYL CONSERVATION COMMISSION
SANTA FE, NZW MEXICO
August 18, 1960

IN THE MATTER QF:

The hearing called by the 0il Conservation Com~ CASE
mission on its own motion to considar amending
Rulz 505 (b) of th2 Commission Rules and Regu-
lations to astablish proportional (depth) factors
for oil w3lls in excaess of 14,000 fecet,

NC. 2050

e T T N g W P e g

BLFORAs
Honorabla John Burroughs
Mr. A. L. Porter

Mr. Murray Morgan

TRANSCRIFT OF HEARING

MRe PORTER: Naxt cass to be considzred is Case 2050.

MR. PAYNZ: This involves a hsaring held by the il Con~-
sarvation Commission on its own motion to consider sstablishing
proportional dspth factors for wells,

(Witnass sworn. )

DANTHL S. NUTTER

a witn2ss, callsd by and on bohalt of the 01l Conszarvation Commission,
having baen duly sworn, testified as follows:

DIRECT TXAMINATION

BY MRe Pa{N©:

3 Will th=2 witness pleas2 statz his nam»?

A NDanicel 5. Nuttar.
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Q What is your capacity with tiz 0il Conservation Conmissign?
A Chizf Engineer with the 0.C.C.
Q Mro. Nutter, you ars familiar with the application in

Cas=2 20507
A I35, sire.

Q And you are aware it was called to consider the sstablish

ment of dzpth factors for oil wells in excess of 14,000 fest only?

A That is corract.

Q And have you made a study in this regard?

A AT

Q Would you giva a brief, brief historical resume as to

tha despth factor containad in Rule 50587

A In 1945 Gulf 0Qil Corporation had drilled four w2lls to
the Drinkard Pool. These wer2 ragardsd as deep wsalls, and cost
from $100,000 to $150,000 apisce. Thuose were the days of OPA and
0il was szlling for $1.15 a barrel. The payouts were raegardsd as
extramaly longe Gulf 0il dz2cided depth factors for thesa d=sap
7,000 foot wells should b= adopted to pa2mit a faster pay off. As
a result, Application No. ©2, advertis=d: "In the matter of the
petition of Gulf 0il Corporation for rzvision of statawide Order
No. 505 (b) to provid: for incresasing the o0il allowable pregressive

for pools producing below 5,000 feet, The case was called and was

un

hzard on May 14, 194

As a result of the hsaring the Commission appointed an industny

ly

}f
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committes was charged with advising the Commission upon the follow-
ing question: "What should be the allowablass for de=p pools?" Ths
committss met on Septsmbar 28, 1945, and recommended to the Commiss
latzr that the Commission adopt the depth factors which Gulf had
proposad,

Now, when Gulf filed their application they submitted a pro-
posed ordar for the Commission, and attached to th= proposed order
was & summary of the manner in which tii2 depth factors ware dater-
minad by Gulfs Ths summary of the manner in which those depth
factors wers darived is reproduced from Gulf's original application
and is entered here as Exhibit No., ls There wsre two minor changss
thrae minor changes, that were finally adoptsd by ths Commission.
The depth factors for the depths 10,000 to 11,000, 11,000 to 12,000
and 12,000 to 13,000 feest contained very minor errors, and thoss
numbars werz2 rounded off a little bit in order to come out to tho
nsarast even barrel,

After studying this Exhibit, or this calculation which was
attached to Gulf's application, 1 derived the formula which Gulf
gused in establishing these dapth factors. We have used this samo
identical formula and sxtendsd the factors on beyond the point wher
they ars currently carried in the Rules and Regulations.

I shall go back a littl= bit and say that after ths committes

'made 1ts recommesndation that the Commission adopted the facters; th

committes to study ths prospective well factors for dzep wells. %EL

ion

Y
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normal unit allowable for southeast New Mexico was 45 barrsls a

- th2n an additional 5 barrals on top of that." So, if you will note

1
Commission, by its Order No. 637 dated February 7, 1946, did adopt

Gulf's deep well factors. Howsver, the factors wars carriesd only |
down to a depth of 12,000 feet, although Gulf had recommsnded dspths
to 15,000 feste The Commission did provide, however, in Order No. |
637, that the Commission could, in a2xecutive session, provide an
equitable proportional factor in Section 2C in any pool discoversad
at any deptu range bslow 12,000 feet.

N What, then, dis the nscessity for this hearing?

A No., 037 was supersadsd by Order No. 505, if not supzr-
saded befors. Thersfore, there is no exescutive session providad by
any of the Rules and Regulations for the sstablishment of dzpth
factors if deesper producing horizons are discovered,

Q Would you refer to Exhibit 1 and explain it to the
Commission?

A At the time that these calculations w2re made by Gulf the

day., Gulf, in making the computation here, assigned to a well that
has a depth rangs of from 0 to 5,000 feet, 45 barrels. They then
said, "well, if a well is drilled from 5 to 6,000 fest desp, an
additional 15 barrels of oil should bs assigned there, by making
the allowable for the well 5 to 6,000, 60 barrels; drilled to a
rangz of 6 to 7,000 fest we should give it an additional 15 barrels

of 0il above and beyond what thz well from 5 to 6,000 feet has, and

>




R REPORTING

Al
4

DEARNLEY-MEIF

SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 5

in the right-hand column of this exhibit, &ou will s=se the allow-
able incrzasc above the preceding 1,000 foot bracket increases at

a constant rate from 15 to 20 to 390, to 35, and so on down to 60
at a 15,000 foot depth. We applied the same formulas used in
determining the 2xisting factors down to 18,000 feet, and from that
we have =zstablished what the allowables would be. Then we workad
backwards into it, and determinsd what the depth factors were, and
have plotted the depth factors on Zxhibit No. 2 hers.

Q Explain that.

A The line which goes from O to 5,000 feet, over to 13,000
to 14,000 fset shows the existing depth factors which are in use
today. By using the formula we haven't found it necsssary to
extrapolate this curve; instsad, we can actually calculate the
points for the depths in 2xcsss of 14,000 feet. We used this
formula and want ahead and computed dspth factors to 18,000 feset,
The depth factor in existence, 13 to 14,000 feet, is B; next range,
14 to 15,000 feet, our computed factor is 9.33. The next range
from 15 to 16,000 feet, and the computsd factor is 10.78; from 16
to 17,000 fset, computed factor 12.33; and from 17 to 18,000 fezt

the factor is 14,00,

Q Thes= are all 40-acre proportional factors?
A Tese.

Q To g2t the 80-acre you add one?

A Add one normal unit allowable,

e S
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Q If T understand yvou correctly you say you calculated
these additional factors using =xactly the sams method originally
used in calculating the factors now ir 3xistenca?

A That is correct,.

Q So that it necessarily follows that if the maethods usad

then arz corresct, this is correct?

A T2s, Sir.

Q And the relative status of everyone remains the same?
A It should remain the same,

Q Do you have anything further, Mr. Nuttear?

A No, sir.

MR, PAYNE: That concludss the direct sxamination of this

MR. PORTER: Is it your racommendation that the Commissio
adopt thass factors?

A I'd recommend these factors be adoptad for walls to
15,000 feet that would bs spaced on 40 acres, yss, sir, and that
the s0-acre proportional factors would be incrsased by on=.

MR. PORTER: Are there any questions of Mr. Nuttzr con-
cerning his recommendations?

MRe COUCH: Mr. Couch, Ohio 0il Company; Mr. Nutter,
baszd upon your experience and knowledge in connecticn with the
system of oil allocation of allowables among the fields and the

walls in the Stats of New Mexico, and your knowledge of pstroleun
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engineering, is it your opinion that this sXtension of the exist-
ing system will be fair and reasonable and protect the correlative
rights of the parties involvad?

A Y25, Sire

MR. COUCH: I belisve that will be all. Thank you, sir.

MR, PORTER: Any further questions?

MRe PAYNZ: We move for the introduction of Commission's
Ixhibits 1 and 2,

MRe PORTER: Without objection th=2 exhibits will be ad-
mitted. Witness may bs sxcused.

MR. COUCH: I have a statements, Lea Unit Well No. 1 was
recently completad in the Dszvonian formation with the top of the
perforation at 14,347 feets The Ohio 0il Company is opesrator of
the Lza Unit, and owns in excess of 40 percant of the working
intarast. We are convinced that thes Lesa Unit Well No. 1 can
afficiently and =2conomically produce, without waste, at a rate in
axcass of what the well's allowable would bz under ths amendment to
Rule 505 proposad by Mr,., Nutter as applied to any normal unit allow
abls which is likesly to bae adopted in the forssecable futura,

refore, under the applicabls statutes and the system which

joy
(]
)

has b=2en followed so consistently in allocating the oil allowables
among the oil pools of this Stats, it is Ohio's position that Ruls
505 should be amended as proposed by HMre. Nutter.

MR, WHITZ: Charles White, Gilbert, Whitz & Gilbert,

>
57
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appearing on behalf of Tsxaco, Ince Tsxaco feels that the proposead
depth factors proposad by the Commission to provide a reasonable
allowable whercby wells of 14,000 feet or deeper will bs accordsd
a reasconable payout ars desirable, and we sincerely urge ths
Commission to adopt this proposal,.

MR. NBESTOR: A. We Noestor, Shell 0il Company; I don't
know that Shell would go along with ths statement made by counsel
and agra2ed to by the witn ess that somsthing that was don= in 1945
could b2 axtrapolatad directly into today's terms. On tha other
hand, ws have made a ravisw of what would seem to be proper in the
dzepzr rangss to 18,000 foet, and I think we are satisfied that

these factors, so chos=sn, do ssem reasonable.

& |

Thz Commission may remember that a number of ysars age in cas=z

Noe. 00% w2 had a fajrly langthy discussion of this matter, and

Shell raviewed ths information from that hsaring, and togsther with

some supplied by the Commission prior to this hsaring, and we
baiieve and do support the factors recommend=d by Mr. Nutter.

MRRe PORTER: Any further statements?

MR. PAYNE: I'd like to point out to ths Commission that
that is not actually an extrapolation. These factors wers calcu-
lated in =2xactly ths same manner as the existing factors, and,
admittadly, well costs, drilling costs, have changsd through the
years, but it ssems reasonable to assume they have changed in

dirzct proportion, sc¢ that the relativs status of any opsrator

—t
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with a well at any depth should remain the same,
MR. PORTZR: Does anyone slss have anything to offer in

this case? Case will be taken under advisement.

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, JUNE PAIGE, Court Reporter, do hsreby csrtify that the
foregoing and attachsd transcript of proceedings baforz the New
|
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and corract racord to the best of my knowledgz, skill and

a,b il j_ t}r.

IN WITNESS WHEREQOF I have affixed my hand and notarial s=zal

Al /)4,1,41 2

this 6th day of September, 1960,

Notagy Public - Cdﬁ}t Raportar
i Y

My commission expires:

day 11, 1964.




