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BEFORE THE
OIL CONSERVATIOW COMMISSIOW
SANTA FE, WEW MEXICO
APRIL 16, 19451

EXAMIYER HEARING

IV THE MATTER OF:

CASE 22l;% Application of Sinclalr 0il & Gas Company for
an exception to Rule 303 (a) and Rule 209 (a).
Applicant, in the above~styled cause, aseeks
permlission to commingle, without separate mea-
surement, the oll production from the Tubb Gas
Pool, the olil production from the Blinebry Gas
Pool and the oil production from the Drinkard
Pool from all welle presently completed on its
J. R. Cone "A" lease, comprising the W/2 SW/y
of Section 25, Township 21 South, Range 37 East
Lea County, “ew Mexlico, and on ite J. R. Cone
"B" lease comprising the SE/l SW/l; and the SW/L
SE/l; of said Section 25.

CASE 2217 Application of Sinclair 011 & Gas Company for
an exception to Rule 303 (a). Appliecant, in
the ahove-atyled cause, seeks permigsion to
cormingle, without separate measurement, the
distillate production from the Tubb Gas Pool,
the distillate production from the Blinebry Gas:
Pool, the oll production from the Drinkard Pool:
and the oil production from the Wantz Abo Pool
from all wells presently completed on the S.J.
Sarkeys lease, comprising the SE/lj of Section
23, Township 21 South, Range 37 East, Lea
County, Yew Mexico.

e 20 60 08 40 99 48 Gt 8¢ 48 00 o9 O % S8 0 4t o P 9 oS o8

CASE 22,i8 Application of Sincleir 0il & Gas Company for
an exception to Rule 303 (a). Applicant, in
the above~styled cause, seeks permission to
commingle, without aseparate measurement, the
0il production from the Drinkard Pool with the
0ll producticn from the Tubb Gas Pcol from gll
wells presently completed on its A.M.York "B"
lease, comprising the YE/l, WE/l; of Section 20,
Townghip 21 South, Range 37 East, Lea County,
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MR, PORTER: The hearing will come to order, pleasge.
We'll take Case 2245,

MR, MORRIS: Came 22,;~*. Application of Sinclair 0il &
Gas Company for an exception to Rule 303 (a) and Rule 309 (a}.

MR. WHITE: Charles White of Gilbert, White & Gllbert,
appearing on behalf of the applicant., If the Exardiner please, we
would like,for the purpose of the hearing, to consolidate Casges
2245, 22447 and 2248 aso we can save some time.

MR. PORTER: If no objection to the counsel's motion,
Casee 224, 22447 and 22418 will be consolidated, for the purpose of
taking testimony. Exhibite 1 through 3 marked for all cases.

(/hereupon, Sinclairts Exhibits 1
through 3 were marked for identi-
fication)

MR. WHITE: We have one witness to be sworn.

MR. PORTER: %1ll the witness stand and be sworn, pleasel

(Witness sworn)
R. M. ANDERSONW,
called as a witness, heving been first duly sworn, testified as
follows:
DIRECT EXAMINATION

BY MR, WwHITE:
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e Will you state your name, for the record, please?
A R, M. Anderson.
Q By whom are you employed and in what capaclty?

A Sinclair 011 & Gas Company, senior englineer in thelr Mid

R

land, Texas diviaion office.

4 Have you previously testified before the Commission or
Examiner as an engineer?

A I have.

Q And have your qualifications been accepted?

=3

Yes, they have.

a tre you famillar with Cases 224,65, 47 and 48?7

A I am,

& Would you staste the surpose of each applieation?

A The purpose of these applications 1s to permit the com-
mingling of the crude from several pools in order to effect economic
savings on the lease snd to enable us to continue to operate these
leases in an economic manner. My testimony will show that the
leases have declined down to marginal status, snd they are all prot+
ducing; what we are agking to commingle 18 very amall amounts of oiﬂ.

Q Mr. Anderson, will you refer to Exhibit Wo. 1 in each of
the respective cases and explein those Exhibita?

A Exhibit Yo. 1 is only an ownership map of the ares sur-
rounding each of the leases., The first case concernsg our J. R.

Cone "A" and "B" lease. On Exhibit 1 with that cese we have

colored the Cone "A" and "B" lesses yellow on the Exhibit. Ve have
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shown the ownership in gll directions, and for some dlastance aroun
the lease, 8and we have shown the wells that exist on the lease.
The "A" lease 1= an 80-acre lesse and contains two Drinksrd wells
which sre duslly completed in the Tubb and in the Blinebry. The
"B" lease contains two Drinkard wella., With respect to the Tubdb
anéd Blinebry zones, the "A" and the "B" leases are operated under
g pooling sgreement; those zones have been pooled in the Tubb and
Blinebry.

In the case of our Sarkeys lease, which is the second case on
the docket, 22,7, I similarly colored that lesse yellow on Exhibit
1. It reflects three wells. There'z a JWantz-Abo well, 2 Drinkard
well, which is dualed 1in the Tubb and a Blinebry well, and this
information 1s also reflected on my Exhibit 3, which I'11l come to
in a minute.

In the case of our York "B" leasge,l have similarly colored it
yellow. It containg one dually completed well, which 1s an oil
well in the Tubb Gas Pool, end sn ¢ll well in the Drinkard 0il
Pool.

8 Mr, Anderson, will you gimilarly explsin Exhibit 2 in
each case?

A Exhibit 2 1 a dlagrammatic sketch of the lease and leas
In the case of the Cone "A" and "B" leases, it reflects the presen
tank battery installations and reflectes the present flow lines and
the tanks andéd equipment that we propose to recover,as a result of

this application, as so labeled on this Exhlbit. On Exhibit 2

R

s
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for the Cone leases, I have indicated that we will recover two
500-barrel tanks and a 280-barrel settling tank. 280 1s recover
able at this time, whether you grant the application or not, so I
have not included it in any economics, but 1t will be removed
from the premises., I have indicated the changed flow line condi=-
tion by putting & dashed line on the Exhibit, and In this case it
indicates that the production from the Cone "B" Wells 1 and 2 will
go through the separator, and will then go to the S00-barrel stock
tanke on a lease similarly to the way it's ceplicted on the Exhibit
Over on the "A" lease, we find we still will be using the Drinkard
the separator for the two Drinkard wells, and that oroduction will
go to the S5i(-barrel tanks as will the distillate production from
the Tubb and Blinebry Wells. In the case of the Sarkeys, which is
the next case my Exhibit 2 reflects, the wella and the present
equipment ingtalled at the tank battery and the fact that three
210=barrel tanks will be recovered, and simiarly, I have shown
minor changes that will take place as a result of the granting of
this application.

ILikewise, on our York "B" lease, the same type diagram with
the same type of information shown.

C Mr. Anderson, will you now refer to Exhibit 3, which is

the mame Exhibit in each of the three cases?

ot

211 three cases are reported on this single sheet here,
which is labeled EZxhibit 3 in each case. The top third refers to

the Cone lease, and i1t shows the wells on the leaase and the variou

-
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pools that they're completed in, and it shows the allowable on the

current allowable ascheduls.

v

The Tubb and Blinebry Wells do not reflect an allowable. Howd
ever, they have a gas allowable. They do not have a dlatillate
allowable. Then, under the oll column that 1s the current daily
average production that we're making from those wells presently,
and we say that it ig a rather amall amount 1n the Drinkard zone.
One well is making two barrels, one four barrels a day, and one
ten,and one thirteen., The top allowable in this zone 1s 42 barrelP
80 they're quite a ways below that. Alsc, we mzes that Just small
amounts of distillate are invlved The Tubb zone makes 5 barrels a
day, and likewise, the Blinebry zone makes 6 barrels of distillate
a day.

1 have shown the gravities of these olls and distillates. I
have shown the water produetion which is minimal, and I have shown
the gas-oll ratio of the oll wells. Likewise, information is
gshown for the Sarkeys lease, the second case. e see that the
production from those wells 1s }; barrelas of Blinebry distillate
from one,Well Yo. 1, 8 barrels of Drinkard oll a day from Well 2,
and 3 barrels of Tubb distillate from the dually completed well
and 3 barrels of Wantz-Abo oll, ILikewlse, shown, the gravities
and the water production and the gas-o0ll ratio of the oil wells.
Case A. 1, York "B" 2 we show the Drinkard zone making 17 bar-

rels of oll a day, in the Tubb gzone, 10 barrels, and wetre making

a little water on that lease, & barrel a day in the Drinkard, and
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10 barrels & day in the Tubb. The gas-oll ratios are algso re-
flected there.
a What does this Exhibit reflect?

A Well, I bellieve this Exhibit reflects the marginal natur(

L&

of these leases, and we are asking to commingle all of the oil and
digtillate produced on the Cone lease, which is a total of lj1 bar-
rels a day, and in the next case we're asting to commingle the manrt
ginal production totealing 18 barrels a day of both oll and diastil-
late on the Sarkeys lease, and in the case of the York lease, 27
barrels of oll per day, we're asking to commingle sand we are ask-
ing to commingle this without separately measuring amy of the
gtrings.

e propose to allocate the oil and diatillate production on
the basglas of periodic tests, and we do not desire to set meters,
and in the case of water production, the sccompanylng necessary
heating and treating equipment, and so forth, in order to realize
the saving that we will get from recovering lease equipment, and
also the saving we will realize as a result of minimizing the
lease personnel's work,

@ What economic savings will be accomplished by thisz com-
mingling?

A well, in the Cone lease we will recover two 210-barrel
tanka, two 500~barrel tanks, and based upon their second-hand valu#

it will be a total of five thousand one hundred dollars worth of

equipment that we will recover and have availeable to use in other
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operations. We also will save in that we will make it possible
for the field personnel to more efflclently handlq thlis lease
without having to gauge some tanks and make some calculations
every day. We will be sble to do- 1t on the baslis of perlodic
tests.

In regard to the Cone lease, are the royalty interests

common a8 between the leases "A" and "B?"

A Mo. With regard to the Drinkarc zone, the royalty intery

eet ie different. The working interest is common under the "A"

and "B" leases, and in the Drinkard zone the royalty interest is
different. However, in the Tubb and Blinebry zone, the royalty

interest has been pooled and it is common. |

oy
s

Is 1t your opinion you can satlafy the royalty owners:
A I have been advisged by our legsl department that they
can satisfy the royelty owners in the event this spplication is
granted,

@ Are the royalty interests the same in the Sarkey lesse-

A Yeg, they are common, identical in the Sarkey.

A

yhat about the York lesase?

A They are the same, both zones under the York lease.

£

ire the working interests common throughout all leases?

A Yea, they are,

e Will the selling price of the commingled crudes equal or

exceed the selling price of the separate crudes?

A Yes, they wlll equal or exceed it in all three cases,

I
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didn't finish answering your previous question about the econamlic
savings; I answered 1t with regard to the York. Wow, in the case
of the 3arkeys lesse, we will recover three 210-barrel tanks for
an estimated value of twenty-four hundred dollara., In the case of
the York "B" lease, we will recover two 210-barrel tanks, and one
heater treater for an estimated thirty-four hundred. ¥Yow, the
heater treater on the York lease is not the one that's presently
out there ag shown on the Exhibit, but 1t 1s a2 msecond one that
will have to be set,in the event that this application is not
granted. We are now experiencing a little difficulty wlth the
Drinkard crude, and 1t's necessitating steaming and rolling the
tanka, the Drinkard tanks. So, if this a?plication ia granted, we
can throw the Drinkard satream through the same heater treater
we hsve out there commingled with the Tubb string and save inatal-
ling another heater treater; =so that I am conasldering a saving
here in this application. That?s thirty-four hundred dollars sav-

ing on the York "B" lease.

Q Are these crudes sweet or sour?

A They're sweet, They'!re all sweet crudes.

¢ Were these Exhibits prepared by you or under your direc-
tion?

A They were.,
Mi. JHITE: At thie time ve offer the Exhibits.

., PORTER: Without objection, the Exhibits of Sinclair

- 041 & Gas Company will be admitted tc the record.
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| virtue of the pooling agreement belongs to the "B" leasse. It is g

| ment in both cases, but the total of the /i1 barrels of distillate

Whereupon, Sinclairts Exhibits 1
through 3 were received in evidence|)

M. PORTER: Does anmyone have a question?
MR. MORRIS: Yes,
I"ER. Pmm: Mro MOI'I"’.‘.S.

CROSS-EXAMIVATION

BY MR. MORRIS:

2 You testifled that the price to be paid for the commingl+d
flulds would not be any less than if they were produeced on the
individual leases=, but here on the Cone lease wouldn't your price
per barrel, just looking at the production from the Cone "A" be
less than the price per barrel from the Cone "B?"

A Actually, the comparison between the "A" and "B" leamsges
with the distillate mixed in?

Q  Right,

A I didn't make that comparison because the distillate that

I have shown under Cone "A" is actuslly half of the distillate by

pooled product. Although the Cone "A" 1 Well 13 making 5 barrels
of Tubb distillate due to the fact that we have 160-acre pooling
agreement on thege ﬁwo leases, why, 2 barrels of that actually be-
longas to the "B" lease, and if you were to then contribute half of
the distillate to the "B" as well as to the "A", I belleve you

would be accompllshing the same thing. You have gravity improve-
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BY MR, WOTTER:

does calculate, the selling price does calculate to be the same o;I
more than if you were to sell them separately.

& I see. Yow, Mr. Anderszon, all these wells are marginal,
I dontt suppose therels any great likelihood of theilr becoming top
allowable wells, at least on primary production, L2 there?

A No, s&ln,

G I mean by workover?

A Mo, sir. It is extremely unlikely, in my opinion, that
any of these oil wells will be returned to top allowable status,
or that any additionel top allowable oil wellas will be drilled on
these leases. I believe that the gas wells are top allowable in
the gas pool.

Q How about on secondary operations, if any are contemplated
here? Of course, you might, in that slituation, 1t might be pos-
gible that you would be producing a top allowable from one or nore
of these wells so in the event that secondary recovery operations
are inatituted, or 1f the wells became otherwlse capable of making
top allowable, will you be willing to notify the Commission of tha&
fact?

A Yes, sir.

IR, MORRIS: Thatts all I have.
R, PRTER: Mr., Nutter.

~

o Mr. Anderson, you stated that the recovery of the tanks

on the Sarkey lease would amount to twenty~four hundred dollars.
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How much money do you expect to recover on the Cone leases by the
commingling project?

A On the Cone, 1t totals fifty-one hundred. Thatts two
210%s and two500's, and that i1s based on second-hand wvalue of that
equipment.

Q How much actual recovery will you make on the York lease
not counting the heater treater that you will not have to install

A Slxteen hundred dollars,two21(C tanka.

aQ Then, 1f you included the heater treater?

A Thirty-four hundred dollars,

Q For the heater treater or all told?

A For a second-hand, eighteen hundred dollers I allowed,
thatts about seventy-five percent of new price.

¢ Is this application in Case Wo. 2216 for authority to
commingle the leases as well as commingle the pools --

A Yes, sir,

G -- as far as the Drinkard is concerned?

A Yes, sir.

& You stated that you had a posling agreement for the Tubb
and the Blinebry on the Cone "A" and Cone "B." Does that pooling
agreement include royalties?

A Yes, slr,

G So, everything l1s pooled for those two formations?

A Yea, sir,

o

What 1s not pooled as far as the Drinkard i1s concerned,
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a full elghth ofthe entire royalty ownership? *T

A Yes, one-eipghth 1s not pooled with the Drinkard, or all
other formationa.

. There's no other production i ght at the present time
except the Drinkard that isn't pooled?

A That 13 correct. Only the Drinkard production at the
present time, or the Drinkard is the only production at the present
time that 1s not pooled.

& How do you expect to allocate the Drinkard production as
far a8 royalty is concerned to the two royalty owners?

A iie propoae each month when we file our C-115's to al-
locate this production to the "B" and "A" leases in the manner
thatt'e indicated as a result of our perliodic tests, and both the
"B" and the "A" lease with regard to Drinkard formation is pro-
ducling at capacity, and so we feel that we now know éxactly what
to expect from these leases, and would be aple to accurately de~
termine and eatimate it in that mamner.

e The Drinkard on the "A" 18 making a total of 6 barrels,
and the Drinkard on the "B" is making 23 barrels, is that correct?

A Yes, air.

MR, NUTTER: Thank you.
M, PORTER: Does anyone else have a question of Mr.
Anderaon?

BY MR, PORTER:

& Yir, Andersgon, on your Zxhibit 3, I notice you give the
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amount of liquicd being produced by the Tubb and Blinebry gas zones
Is that for one particular month, or is that an average over a
zone, or what?

A That is a slx montha! average.

o Six months'! average?

a3

Last slx monthsa.
MR, PORTER: Does anyone else have a question? Mr,
Rutter.

BY MR. NUTTER:

G Have you already discussed commingling the Drinkard with
the royalty ownera?

A Yo, s8ir.

51 But your legal department assured you that they could
satisfy them?

A Yes.

Q But you haven't dlseussed it with them?

A The legal department has assured me that under the law,
as they see 1t, they feel that they can adequately account to the
royalty owners for the production, if we are grant ed this applica-
tion.

Q Have you given any thought to setting meters for the
Drinkard production on these two leasea?

A Yes, we have, and we feel thst because they are both
operating marginally and at capaclity, we feel that it is not nec-

essary, and we note that there is a gmall amount of water produced
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one barrel a day on an average from the "B" lease, and one barrel
a day on an average from the "A" lease, and in order to meter and
measure this stream, we will have to set a separating equipment
where at present we do not have heater treaters installed on the
leases, and we are able to bleed off a little water off the bottom
of the stock tanks occasionally snd handle our water problem with
very little extra treating. If we were to meter, though, we would
have to possibly set the heater treaters, and that, sgain, would
run the cost up considerably.

& You could set a sampler, couldn't you, to determine the
water production from each lease?

A Yes, sir,

Q Therets a possibility you may have to go to treating the
oll on these two lemses, anyway, is there not?

A If we were to have to measure them prior to commingling,
yese, we would have to treat them, possibly in the near future,.

Q I mean 1f they weren't being metered, therets still a

| possibility you might have to treat the o11l?

A Yes, sir.

2 Yhat would 1t cost, Mr. Anderson, to set a meter, to set
one meter and a sampler on this installation?

A The meter would cost spproximately five hundred dollars,
the sarpler, depending uponlthe power that'!s avallasble to operate
1t, would cost about, roughly, two hundred dollars for a sampler.

MR, NUTTER: Thank you.
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MR, PORTER:

may be excused.

M. PORTER:
either of these three

visement.

Any further questions of the witness? THe

(Witness excused)
Does anyone else have anything to offer in

cagea? If not, they'll be taken under ad-
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; .

I, ADA DEARNLEY, Court Reporter, in and for the County of
Bernalillo, State of New Mexieco, do hereby certify that the fore-
going and attached Transcript of Proceedings before the Wew Mexico
0il Conservation Commlasion was reported by me in machine short-
hand and reduced to typewritten transcript under my personal auper
vision, and that the same igs a true and correct record to the best

of my knowledge, sklll and ability.

WITNESS my Hand and Seal this, the 2Qth day of April

1961, in the City of Albuquerque, County of Bernalillo, State of
¥ew Mexico.
pd L4 -

//d /( e L;{(bz/
NOTARY PUBLIC //

My Commliasion expires:

June 19, 1963

I do hereby certify that the foregoing is

a complewe res ,rd of the proceedings in

the Exwzalner heys 7 Case No 71
heurd By we on!,(é» Ll L) 19 .
/ ij\ ~/f4_‘:“ _____ TV /\/ Examiner

m + Mexiuo 0il wnaervav{on Commission
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