BEFORE THE

OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

April 19, 1yel

IN THE MATTER OF:

Application
B Company for
303 (a) and

Application
Company for
303 (a).

Application
Company for
303 (a).

of Sinclair Oil
an exception to
Rule 309 (a).

of Sinclair 0il
an exception to

of Sinclair 0Oil
an exception to

& Gas
Rule

& Gas
Rule

& Gas
Rule

Case 2246

Case 2247

Case 2248



., Ine.

SERVICH

REPORTING

R

1
4

oIk

<Y -Wl

ARNLI

ALBUQUERQUE, NEW MEXICO

'

4

DI

PHONE CH 3-669i

PAGE

BEFORE THE
OIL CONSERVATION COMMISSION
SAMTA FE, “EY MEXICO
APRIL 10, 1041

EXAMIVER HEARING

IN THE MATTER OF: :

CASE 22L4

CASE 2217

CASE 2243

an exception to Rule 303 (a) and Rule 309 (a).
Applicant, in the a2bove-styled cause, seeks
permission to commingle, without separate mea- :
surement, the oll production from the Tubb Gas ;
Pool, the oil production from the Blinebry Gas :
Pool and the oil production from the Drinkard
Pool from all wells presently completed on its :
J. R. Cone "A" lease, comprising the W/2 sSW/, :
of Section 26, Township 21 South, Range 37 East:
Lea County, Vew Mexico, and on its J. R. Cone
"B" lease comprising the 3E/l; S/l and the Sw/L:
SE/l; of =said Section 24. :

Application of Sinclgir 011l & Gas Company for

Application of Sinclalr 011 & Gas Company for :
an exception to Rule 303 (a). Applicant, in
the above-styled cause, seeks permission to :
commingle, without separate measurement, the
distillate production from the Tubb Gags Pool,
the distillate vroduction from the Blinebry Gas:
Pool, the o0il 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/L of Section :
23, Township 21 South, Range 37 East, Lesa
County, Vew Mexico.

Lvplication of Sinclsir 011 & Gas Compeny for :
an exception to Rule 303 (a). Applicant, in :
the above-styled cause, seeks permission to :
commingle, without separate measurement, the :
01l production from the Drinkard Pool with the :
0l1l procduction from the Tubb Gas Pool from all :
wells presently completed on its A.M.Yeork "B"
lease, comprising the VE/I YE/Ii of Section 20,
Township 21 South, Range 37 East, Lea County,
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BEFCORE

A. L. Porter, Examiner.

_— e - - o e e e e —

MR. PORTER: The heering will come to order, please.
Wet>l take Case 22L°%.

MR . MORRIS: Case 22115. Application of Sinclair 011 &
Gas Company for an exception to Rule 303 (a) and Rule 3C¢ (a).

MR, WHITE: Charles White of Gilbert, White & Gilbert,
appearing on behalf of the applicant. If the Exsminer please, we
would like,for the purpose of the hearing, to consolidate Cases
224~, 2247 and 2243 so we can save some time.

MR. PORTER: If no objection to the counsel's motion,
Cases 22,7, 2217 and 22148 will be consolidated, for the purpose of:
taking testimony. Exhibits 1 through 3 marked for ell cases.

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

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

MR. PORTER: Will the witness stend and be sworn, pleage?

(Witness sworn)
R. M, ANDERSOWY,
celled as a witnegs, having been first duly sworn, testified as !
follows:
DIRECT EXAMINATIOW

BY MR. WHITHE:
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S iWl1ll you state your name, for the record, please?

A R. M. Ancderson.

By whom ere you employed and in what capacity?

A Sinclair 0il & Gas Company, senior engineer in their Mid-

land, Texas Diviesion Office.

Ay

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

A I have.

o

And have your qualifications been accepted?

»
J>

Yes, they have.

a Are you familisr with Cases 2245, L7 and 87 !

A I am,
5 Would you state the vurpose of each avplication?
A The purpose of these spplications is to permit the com-

mingling of the crude from several pools in order to effect economic
savings on the lease and to enable us to continue to operate these
lesges in an economic manner. My testimony will show that the
leases have declined down to marginal status, and they are all pro-
ducing; what we are asking to commingle is very small amounts of oil.
ir. Anderson, will you refer to Exhibit Yo. 1 in each of .
the respective coses and explain those sxhibits?

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

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

colored the Cone "A" and "B" lesses yellow on the Exhibit. We have
e e ] Y |
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shown the ownership in 21l directions, and for some distance aroun

the lease, 2and we have shown the wells that exist on the lease.

The "A" lease ig an 80-acre lease and contains two Drinksrd wells

O = VO

which are dually completed in the Tubb and in the Blinebry. The j

"B" lease contains two Drinkaré wells, With respect to the Tubb

~and Blinebry zones, the "A" and the "B" leases are operated under

- a pooling agreement; those zones have been pooled in the Tubb and

Blinebry.

In the cazse of our Sarkeys leage, which is the second case on
the docket, 22,47, 1 similarly colored that lease yellow on Exhibit
1. It reflects three wells. There's a Wantz-Abo well, a Drinkard
well, which is dualed in the Tubb and a Blinebry well, and this
information is also reflected on my Exhibit 3, which I*1ll come to
in s minute.

In the case of our York "B" lease,I have similarly colored it
yellow. It contains one dually completed well, which is an oil
well in the Tubb Gas Pool, and an oil well in the Drinkard 0i1
Pool.

2 Mr. Anderson, will you similarly explain Exhibit 2 in

each case?

4 Txhibit 2 1s a diagrammatic sketch of the lease and leases.

In the case of the Cone "A" and "B" leases, it reflects the presen%
tank battery installations anc¢ reflects the present flow lines and§
the tanks and equipment that we propose to recover,as a result of

thies application, as so labeled on this Exhibit. On Exhibit 2
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for the Cogemi;éses, I ha;é inéEZQted that we will recover two

!
500~barrel tanks and a 280-barrel =settling tank. 280 is recover-

able at this time, whether you grant the application or not, so I
have not included it in any economics, but it will be removed

firom the premises. I have indicateé the changed flow line condi-

~tion by putting a 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 ﬁCO-bérrel stockf
tanks on a lease similarly to the way it's depicted on the Exhibité
Over on the "A" lease, we find we still will be using the Drinkardi
the separator for the two Drinkard wells, and that prodﬁction will
go to the 5CC-barrel tanks as will the distillate production from

the Tubb and Blinebry Wells. In the case of the Sarkeys, which isg

- the next case my Exhibit 2 reflects, the wells and the present
: equipment installed 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.

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

Q Mr. Anderson, will you now refer to Exhibit 3, which is
the same Exhibit in each of the three cases?

A A1l three cases are reported on this single sheet here,

which is labeled Exhibit 3 in each case. The top third refers to i

f

the Cone lease, and it shows the wells on the lease and the variou$

i

= i
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pools that they're completed in, and it shows the allowable on thei
current allowable schedule. %

The Tubb and Blinebry Wells do not reflect an allowable. How-
ever, they have a gas allowable. They do not have a distillate

allowable. Then, under the oil column that is the current dally

. average production that we're making from those wells presently,
"~ and we say that it 1s a rather amall amount in 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 ig %2 barrels,
so they'ré quite a ways below that. Also, we see that just small
amounts of distillate are involved.The Tubb zone makes 5 barrels a
day, and likewige, the Blinebry zone makes 5 barrels of distillate
a day.

I have shown the gravities of these oils and digtillates. I |
have shown the water production which 1s minimal, and I have shown%
the gas-oll ratio of the oil wells. Likewise, information is
shown for the Sarkeys lease, the second case. Ve see that the
production from those welle is i barrels of Blinebry distillate

from one,Well WYo. 1, 8 barrels of Drinkard oil a day from Well 2,,

and 3 barrels of Tubb distillate from the dJually completed well

and 3 tarrels of Wantz-Abo oll. ILilewise, chown, the gravities !
oand the water production and the gas-oil ratio of the oil wells.
Case A. M. York "B" 2 we show the Drinltard zone making 17 bar-
rels of oil a day, in the Tubb zone, 10 barrels, and we're maxing

a little water on that lease, a barrel a day in the Drinkard, and

| ©
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10 barrels a day in the Tubb. The gas-oll ratios are also re-

flected there.

G What does this Exhibit reflect?

A ell, I belleve this Exhiblt reflects the marginal nature

of these leases, and we are asking to commingle 2ll of the o0il and

distillate produced on the Cone lease, which is s total of L1 bar-

1

rels 2 day, and in the next case we're asking to commingle the mar-

ginal production totaling 18 barrels a day of both oil and distil-

late on the Sarkeys lease, and in the case of the York lease, 27
barrels of oil per day, we're asking to commingle and we are ask-
ing to commingle this without separately measuring any of the
strings.

Ye propose to allocate the oil and digtillate production on
the basis of periodic tests, and we do not desire to gset meters,
and in the case of water production, the accompanying 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 reslize as a result of minimizing the

lease personnelt's work.

Q wWhat economic savings will be accomplished by this com-
mingling?
A 7ell, in the Cone lease we will recover two 210-barrel

tanks, two 500-barrel tanks, and based upon their second-hand valug,

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

equipment that we will recover and have available to use in other

|

i
i
i

i
I
i
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|
!

i
i
!
1
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operations. We also will save in that we will me¥e 1t nogsible

for the field personnel to niore efficiently handle this lease
without having to gauge some tanks and malte some calculations
every day. We will be able to do it on the basis of periodic
tests.
e In regard to the Cone lease, are the royalty interests
comnmon ag between the leaseg "A" and "B?"

4 Mo, With regard to the Drinkard zone, the royalty inter-
est 1g 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 1s common.

- Is it your opinion you can satisfy the royalty owners?

A I have been advised by our legal department that they
can gatisfy the royalty owners in the event this application is

granted.

o Are the royalty interests the same in the Sarkey lease-
' A Yeg, they are common, identical in the Sarkey.

o “nat about the York lease?

L They are the same, both zones under the York leage.

Q Are the working interests common throughout all leages? |
‘

A Yes, they are. |

Al Will the selling price of the commingled crudes equal orf

exceed the selling price of the separate crudes?

A Yes, they will equal or exceed it in all three cases. I
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didn't finisgh answering your previoug gquestion about the economic

savings; I answered 1t with regard to the Yorx. Yow, in the case’

of the Sarkeys lease, we will recover three 210~barrel tanks for
an estimated value of twenty-four hundred dollars. In the case of

the York "3" lease, we will recover two 210-barrel tanks, and one

_heater treater for an estimated thirty-four hundred. Now, the

heatsr treater on the York lease is not the one that's presently

out there 2g shown on the Exhibit, but it is 2 second one that

will have to be set,in the event that this plication is not

w
e

cranted. ‘e are now experiencing a little difficulty with the

tating steaming and rolling the

l.]-

Drinkard crude, and it's necess
tanks, the Drinkard tanits. So, if this application is granted, we
can throw the Drinkard stream through the same heater treater
we have out there commingled with the Tubb string 2nd save instal-
ling another heater treater; so that I am conszidering a saving
here in this application. That's thirty-four hundred dollars sav-

ing on the York "B" lezse.

o] Are these crudes sweet or sour?

£ Theyt're sweet. They're all sweet crudes.

C Jere these Exhibits prepared by you or under your direc-
tion?

They were.

=

R, JHITE: At thie time we offer the Exhibits.
M. PORTER: Without objection, the Exhibits of Sinclair

0il & Gag Company will be admitted to the record.
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1
(Whereupon, Sinclairts Exhibits 1 %
through 3 were recelved in evidence%)

¥R, PORTER: Does anyone have a cquestion? i

MR, PORTER: Mr., Morris.

[

CROSS-EXAMINATION

BY MR. MORRIS:

) You testified that the price to be paid for the commingled
fluids would not be any less than if they were produced on the
individual leases, but here on the Cone leage wouldn't your price
per barrel, just looking at the production from the Cone "A"™ De
less than the vprice per barrel from the Cone "3?2"

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

Q Right.

I didn't make that comparison because the distillate that

N>

I have shown under Cone "A" is actually half of the distillate by
virtue of the pooling agreement belongs to the "B" lease. It is a
pooled nroduct. Although the Cone "A" 1 Well ig making 5 barrels

of Tubb distillate due to the fact that we have 150-acre pooling

agreement on these two leases, why, 3 barrels of that actually be-§
longs to the "B" lease, and if you were to then contribute half of |
the distillate to the "B" as well ag to the "A", I believe you

would be accomplishing the same thing. You have gravity improve-

ment in both cases, but the total of the ;1 barrels of distillate
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does calcula%e, the zelling price does calculate to be the same or,
more than if you were to sell them separately.

) I see. Yow, Mr. Anderson, all these wells are marginal.é
I don't suppose therel's any great likelihood of their becoming top:
allowable wellg, at least on vprimary production, is there?

A Yo, sir. i

Ky

I mean by workover? 1

A Mo, gsir. It is extremely unlikely, in my opinion, that
any of these oil wells will be returned to top allowable status, i
or that any additional top allowable oll wells will be drilled on %
these leaseg. I believe that the gas wells are top allowable in |
the gas pool.

) How about on secondary operationg, if any are contemplatéd
here? Of course, you might, in that situation, it might be pos- |
sible that you would be producing a top allowable from one or more
of these wells so in the event that secondary recovery operations
are instituted, orrif the wells become otherwise capable of makingg

top allowable, will you be willing to notify the Commission of that

fact?

MR, MORRIS3: Thatts a2ll I have.
IR, PORTER: Mr. Nutter.

BY MR. MUTTER:

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

O

on the Sarkey leasgse 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

A On the Cone, it totals fifty-one hundred., Thatt!s two

210%s and twe S00's, and that 1s based on second-hand value 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 Sixteen hundred dollars,twc 210 tanks.
£ Then, if 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 dollars I allowed,
thatts about seventy-five percent of new price.

Q Is this application in Case Wo. 22li6 for authority to

cormingle the leases as well as commingle the poolg -=-

A Yes, sir.
G -- gg far ag the Drinkard is concerned?
A Yes, air.

C You stated that you had a pooling agreement for the Tubb

and the Blinebry on the Cone "A" ané Cone "B." Does that pooling

agreement include royalties?
A Yes, sgir. 1
mn
0

So, everything is pooled for those two formations?

Yes, sir.

'

O

What is not pooled as far as the Drinkard is concerned,
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a full eighthdthe entire royalty ownership?

>

Yes, one-eighth is not pooled with the Drinkard, or all
other formations.

o Therets no other production r ght at the present time
except the Drinkard that isn't pooled?

A That is correct. Only the Drinkard production at the E
|
present time, or the Drinkard is the only production at the presen%
time that is not pooled.

i How do you expect to allocate the Drinkard production as

far as royalty is concerned to the two royalty owners?

.
N>

e propose each month when we file our C-115's to al-
locate this production to the "B" and "A" leases in the manner
thatt's indicated as a result of our periodic tests, and both the
"B" and the "A" lease with regard to Drinkard formation is pro-
ducing 2t capacity, and so we feel that we now know exactly what
to expect from these leases, and would be able to accurately de-~
termine and estimate it in that mamner.
2 The Drinkard on the "A" is making 2 total of 5 barrels,
and the Drinkard on the "B" is making 23 barrels, is that correct?
A Yes, sir.
MR. MUTTER: Thank you.
MR, PORTER: Does anyone else have a question of Mr.

Anderson?

BY MR, PORTER:

~

< Mr, Anderson, on your Exhibit 3, I notice you give the
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amount of liquid being producecd by the Tubb and Blinebry gas zonesr

?

|

Is that for one particular month, or is that an average over a
zone, or what?
a That 1s a six months! average.
> Six months! average?
A Lagt six months.
MR, PORTER: Does anyone else have a question? MNMr.
Mutter.

BY MR, "TWUTTER:

-

. Have you already discussed commingling the Drinkard with
the royalty owners?

A Yo, sir.

) But your legal department assured you that they could

satisfy them?

Yes.

o

)

But you haven't discussed it with them?

.
>

The legal department has assured me that under the law,

as they see it, they feel that they can adequately account to the

royalty owners for the productlon, if we are grarnt ed this apnlica-.
tion.
o Have you given any thought to setting meters for the
Drinkard production on these two lesses?

A Yes, we have, and we feel that becauge they are both
operating marginally and at capacity, we feel that it 1s not nec-

essary, ané we note that there is a small amount of water producedj




, Inc.

Rl
]
1

I

IR REPORTING SEERTIE

Al
4
4

Y-V

DEARNELI

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 175

one barrel a day on an average from the "B" lease, and one barrel

a day on an average from the "A" leese, and in order to meter and

meagure this stream, we will have to set a separating equipment

where at present we do not have heater treaters installed on the

leagses, and we are able to bleed off a2 little water off the bottom,

of the stock tanks occasionally and handle our water problem with

very 1

ittle extra treating. If we were to meter, though, we would

have to possibly set the heater treaters, and that, again, would

run the cost up congiderably.

/
-

water

A

R

production from each lease?

Yesz, sir,

You could set a sampler, couldn't you, to determine the

Therets a possibility you may have to go to treating the’

0oil on these two leagses, anyway, is there not?

.
1w
W

If we were to have to measure them prior to commingline,

yes, we would have to treat them, possibly in the near future.

)

one meter a2nd a sampler on this installation?

s

A

the sa

I mean if they weren't being metered, therets still 2
ility you might have to treat the oil?

The meter would cost approximately five hundred dollare,

o T
mI-

er, depending upon the power that's

available +to operate

it, would cogt about, roughly, two hundred dollars for a sampler.
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MR. PORTER: Any further questions of the witness? He

may be excused.

elther of

. visenent.

fR. PORTER: Does anyone else heve anything to offer in

thesze three casgses?

(Wiitness excused)

If not, they'll be taken under ad-
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