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BEFORE THE
0IL COVSERVATION COMMISSION
SA'TA FE, NEW MEXICO
MAY L, 1961

EXAMINVER HEARING

IV THE MATTER OF:

CASE 226!y Application of United States Smelting Refining
and Mining Company for an oil-gas dual complet-:
ion and for permission to commingle the produc-:
tion from two separate pools. Applicant,in the:
above-styled cause, seeks authorization to :
dually complete its Federal 11-20-3L Well “o.l,:
located 1230 feet from the Yorth line and 2130 :
feet from the YWegt line of Section 11, Townshio:
20 South, Range 3l Hast, Lea County, Yew Mex- :
ico, in such a manner as to permit the produc-
tion of oil from the Bone Springs formation ad-:
jacent to the Lea-Bone Springs Pool and the :
production of gas from an undesignated Pennsyl-:
vanian pool through parallel strings of 2-inch :

¢ o o8 e

tubing.

BEFORE:

Danlel S. Mutter, Examiner.

— — e e G - guem  w— om— — e s e e e g S e p e

MR. MUTTER: We will call next Case 226L.

¥R, MORRIS: Case 225l,. Application of United States
Smelting Refining and Mining Company for an oll-gas dual completio
and for permigsion to commingle the nroduction from two separate
poolga,

IR, WHITE: Charles White of Gilbert, White & Gilbert,
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appearing on behalf of the applicant. WYWe have one witness to be
sworn at this time.
(Witness sworn)
(Whereupon, Applicant's Exhibits

WMos, 1 through 7, were marked
for identification)

HILLiAM C. DAUGHERTY,
called as 2 witness, having been first sworn on oath, testified as
follows:

DIRECT EXAMIMATION :

BY MR. WHITE:

st

) Mr.Daugherty, would you state your full name, for the

record, pnleage?

A William C. Daugherty.
- By whom are you employed and in what capacity?
A I am employed by United States Smelting Refining and

Mining Company. I am manager of production.

e Have you previously tegtified before the Wew Mexico 0il

Congervation Commlgsion or one of its Examiners 28 a petroleum
engineer?

1 Yo, sir, I never have.
Will you briefly state your educational backsround and

your professional qualifications?

4 I was graduated from the Univergity of Tulsa in 1942

1
[

with a B.S. degree in petroleum engineering. I have worked fifteen

and a2 half years for two oll companieg in the capacity of engineer
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and production supervisor. I can break that down a little bit
more, If it'se necessary. I worked fourteen yesrs for Mobil 0il
Company, five years in the capacity of engineer and digtrict
engineer, and then nine years in various production supervisorts
jobs, and I have been a year 2nd a half in my present employment.

G Are you familiar Qith the subject application?

A Yea, sir.

iR, WHITE: Are the witness'! qualifications acceptable?
KR. NUTTER: Yes. Please proceed.

G (By Mr., White) Will you briefly state what the appli-
cant oroposes 1in the subject apvolication?

4 We proposge, or would request to commingle two producing
zones in our Federal Wo, 1 Well in Lea County, Yew Mexico. - Ve
would like to commingle the Bone Springs crude oil production with
the Pennsgylvanian gas production.

. “11ll you refer té your ownership plat, marked Zxhibit 1,
and describe the location of the subject well and the acreage Jdedi
cated to it?

A The subject well in question is the Federal Yo. 1. It
is located 2130 feet from the West line, 19830 feet from the Worth
line of Section 11, Township 20 South, Range 3L East. Our acre-
age covers the west half of that Section, and it is approximately
320 acres.

A vhat acreage is dedicated to the well?

The acreage dedicated to the well, it's the gouth half

=
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of the northwest quarter, which will be 80 acres. i
= 711l you refer to Exhibit Yo. 2 and explain your propose%
dual completion? | %
& On Zxhibit Yo, 2, we drilled our well to 1l;,61C feet, |
{
and had hoped to make a Devonian well, but on drill stem test, |
though, we recovered 1,000 feet of sulphur water, so we plugged
back to 13,300. First of all, we set casing, 7-inch casing, at
1,360, and that casing was cemented with 1150 gacks of cement,
and was sufficient cement to come back to the D.V. Collar at
10, 562. When we opened the Collar, we did get some trace of
cement Dback to the surface, =co I feel that the cement 1= very
close to the D.V. Collar. Then, we cemented the second stage with

650, and the top of that cement came back to 6750, and that was

by temperature survey. Since we didn't have any Devonian zone,

why, we perforated our Bone Springs zone from 10,158 to 10,1545.
Therets 3 feet of perforations there. When we completed the wellﬂ
we sef it up in such a menner that should the Commigsion grant us
this request, we will be in a position to go down and perforate
the Pennsylvanian zone from approximately 13,03l down to 13,09L.
Those are the extreme 1limits., We have not perforated yet. Like,
I say, depending on the outcome of the hearing.

The well is now completed with a Baker Model "D" production
packer at 12,850, and a Baker Model "X" Jdouble grip packer at

10,000 feet, and is completed with two strings of 2 3/3~inch tub-

ing parallel gtrings. We have a Cameron dual Christmas Tree head

@
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on top of the well.

I

How much money have you expended on this well at the
present?
A WJe have approximately seven hundred thousand dollars in

~

the well to date.

Q I= the Bone Springs presently producing?
A Yes, sir, Bone Springs is presently producing throuch

the vperforations shown.

4] Is it able to make its present daily allowable?

A ind is makine its oresent daily allowable of 147 barrels
day.

e Will you refer to mxhibit 3, and explain the reservoir

characteristics of both zones?

A The potential tests on the Bone Springs, it flowed 205
barrels of new oil in twenty-four hours on a }jC/6l choke, with
tubing pressure 75 pounds. The initial gas-oil ratio was 340 to
1. However, we have a current ratio now of |,0L2, which, I feel,
is a more reliable gas-oil ratio, because we have checked it two
or three times. It is a sweet crude and 1s producing through per-
forations 10,153 to 10,166. Bottom hole pressure on the zone
taken from drill stem test 1in thirty-minute shut-in was 30°7.

The only information I have on the Pennsylvanian zone is fro@
a drill stem test we took from 13,018 to 13,109. The tool was
opened one-half hour, and we had gas and water blanked to the

surface in twenty minutes. It flowed 7.336 million| cubic feet of
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zas per day at thet rate, 7.3 million. That wae on a l-inch

(o8

choke, and tubing pressure, 22°. Ve did recover 23( feet of

digtillate in the ¢rill vpipe, so we feel sure that it will probably

vroduce somewnere in the range of 75 to 100 barrels of distillate,i

i
i
H
i

nrobably, 2 day. ‘e took e seventy-five minute ghut-in »nressure,

and it was A73C.
“ Congidering the vregsure differential between the two
reservolrs and the equipment and the method of installation that

you propoge, is 1t your opinion that there will be no communica-

tion between the zoneg?

i Yeg, sir.
“ How ¢o you intend to test your packers for any leakare?
& e will take whet I congider probably 2 conventional

paczer lealkage test. ‘He would shut both zones in and let them
come to ecuilineium and then »nut 2 fual ven —ecor’cr» on the

surfcce, 2nc then {low n1e zone 272 et 1T stebilize ond observe

L-te

the mHregaure on the othi=> zZone, 27a7 then zutr Hoith

-, L d
n ecain, on¢

let Thiot one zZone Lulld mocls un ond Tlou the other zone and gee
Lf thers Lg agy communicotlon zone Hith the other
one sout-li. &t1% have o cus xen wecorrer cannrt to offer as

212 wrou refer

hleo e
I M1 20750 N ake! t\le a0 cpe” A T Cqetra a1 T a
JLb Tl S UAL0 LU, - [E Lo ECE < L Lilav i L T2
+ < S = P =S o~ I an T~ 1 1
TooE 171 Tle e ToNcs, of courge, crieflir the tuo wetltre

1
{
|
i
i

i
1
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= 5 1 n L4 l
tions from 1C,153 to 10,155, and then our ovroposed perforations

down nere Jjust below 13,000, There's almogt some 3,000 feet dif-
ference netween the two zones. However, 211 the tons in the well:
are markec cn the log. %
. ~u, referring to the comminﬁlinq agpect of the case,
what fluids o you propose to commingle and from what zones?

g ‘e nrovose to commingle production, crude oil produection

from the 3one S»nrings zone, and distillete from the Pennsylvanian

“ill you explain your oropoged installation by referrins

i
i

On Zyhibit % you will notice some dotted lines end also

gome soild lines. The soli

i
I
I
i
i
|
|
1
1

l
l_.l
Pv
L3
4]
n
jtv]
3
=
5
j$5]
t

we now have vregently

installed 2t the well location, 2nd our Sone Svorings zone now ig

P

nreducing Throuzh the low »nressure genaretor ghown, and then inte

“ =

the two {l-barrel tanits. “That we would co, if we were gorarted

i

this recuest, we would come out of our Pennsylvanian zone with ouri

hich nressure zas, and go throuzh 2 high vressure separator. The !
liquids from the high pressure senarator then would ro throush = é
|
metering gepnarator, and then into a header with the Bone Soringzs
zone, and that would give us flexibllity to where we could either

mix our Bone Springs vroduction and digstillate, and put them in

one tank, or we could, by manipuleting our header, could run them

f-te

n senarate tanzs. It would glve ug a check on the meter any tinme

3
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that there wss sny doubt about the meter or check the meter out

periodically by means of the header. Of course, we could nut each

zone in sepnarate tanks, 2ndé would have pogltive check agesinst the
meter. The cas from the hish nressure zore, we hope to have an
outlet for it, a gas sale outlet. ¥e have two people that have
given ug firm offers. ‘arren Petroleum Company and Philliovs

both are interested in buying the gas, and then, too, we plan to

L
&+

L}
te
t

use part of to

e

cag 1lift the Bone Svrings, but rather than nump
from that devnth, why,we would run gas 1ift valves on our string
go welre in a position to gas 1ift when the time comes.

- In conjunction with Zxhibit 7, will you explain Exhibit

o~
'g
i—l
(0]
m
€43
(0]
)

2 Zxhibit 5 is 2 tyve of separator that we vropose to

inatall on the Pennsylvanian zone. It's manufactured by Rlack
y s

Sivall & Z2Eryson, and it's known as g vertical metering sevarator.

I think it's been widely used in the industry for several years.
‘. Fave you found it satigfectory?
a Yeg, I have.
7 In your opinion, will there be adequate tankage facili-

kY Yes, glr. I believe we have adequate tankage.
) Do you anticipate the production in the Bone Springs to
remain aporoximetely the same, subject, of course, to formation

depletion?

[Cd

Yegs. It'g making top allowable now, and it, of course,




EPORTING SERVICE, Inc.

R R

Al
.4

DEARNLEY-MEIE

PHONE CH 3.6691

ALBUQUERQUE, NEW MEXICO

f
won't De any greater, and probably will fall off,ag time soes on.i

lhat economic savings will be accomplished by commingling
i
!

thege fluicda?

w>

On =zhiblt 7 there, I have estimated what it would cost |
us to put in gseparate storage facilities for the Pennsylvanian
zone to handle that distillate, and have egtimated it to be in ex-~

cess of forty-five hundred dollers. However, if we could commingl

W

and use this metering separator, we could obrobably put that in-
atalletion in for, say, twelve hundred dollars, a2nd there would be
a saving of thirty-three hundred seventy-two dollars, estimated.
YMaturally, we feel that we should try to save every dollar we could
since the well will probably never pay out, and one of our sfrong

reasons for wanting to commingle is to just save this additional

expense and money since we have so much invested in 1t already.

- fre the royalty interests common throughout?

I Yeg, gsir, they are.

< How about the working interests?

The working interests are common throughout. !

i

i
“ %11l the selling price of the commingled cruvdes equal or|
i
6

exceed the gsevarate selling price of the crudes?

A The zellin

(G}

price will ecqual the present price we have.
There will be no change in price. UWe are being »naid on a fixed
firm price now, and even though the gravity of our crude will go

un, why, it will not benefit any in vnrice.

FMR. YHITE: At this time we offer the IZrhibits.

>
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R. WUTTER: Your applicant!s Zxhibits 1 through 7 will

-

be entered in evidence.
(Whereupon, Applicant's Exhibitsg
YWos. 1 through 7 were received
in evidence.)
MR. WEITE: That completes our examination on direct.
MR. "UTTER: Does anyone have any questions of Mr.
Daugherty?
MR. MOR2IS: Yes, =ir, I have a couple.
IR, WUTTER: Mr. Horrig.
CROSS-EXAMINVATION

3Y M., MORAIS:

e You don't propose any metering of the Bone Springs pro-
duction, i1s that correct?

A Yes, sir, thatts correct.

&

How much éxpense would be involved in placing a meter
on the Bone Springs?

A Lbout egix hundred twenty dollars. To meter the Bone
Svrinzs we would need what they call a metering chamber, thatts
five huncdred forty dollars, and then the labor and materials to
install 1t. So, approximately six hundred twenty dollars.

ol In the event the Commission should grant this applica-
tion, but require a meter on the Bone Sorings line, would you be
willing to install guch a meter?

A Yes, I'6 be willing to install it. I might reiterate

again, thoush, with our two tanks, we can probably have a2lmost a

i

i

-



PORTING SERVICE, Inc.

Al
v

'R RE

Al
A

DEARNLEY-MEIF

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 12

constant chec? on the Bone Svprings, except when we need to top

i one out and put both zones together. I feel like even thoush we

|
fa

on the Bone Springs going to be real constant, and, of course,

o

we can have a check on it just every few days, if necessary. But,

to answer your question, we would put it

N

n if it were required.

o fs you may be aware, Mr. Daugherty, the Commission,at

present, nes appointed a committee to study all phases of com-
mingling, an industry committee. Would you be willing to conforﬁ
your installation to the minimuﬁ requirements that might be adopte
followling the report of this committee?
; kil Let me see if I understand you correctly. 1In other
words, when the committee comes out with the regulations, would we
change to adapt to it?

~

o I'm assuming,for the moment,that the Commission has

granted the application in some form or another with certain

regtrictions.

A Yes.

" Additional restrictions may be placed on your installa
tion as a result of the committee's recommendation. Yould you be
willing to conform at that time or forego the authorization?

A Yes, gir. We'd be haopy to cooperate in any manner, be-
cause I understand your problem too.
"~ Tow, Mr, Daugherty, how much shrinkage do you anticipate

in handling the Pennsylvanian digstillate as it zgoes through this

had just a metering separator on the Pennsylvanian, the production

[ ————

i
i

i

|
I

0

i
i
i
t
-
i
|
!
1
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get-up, a2ag you have got 1t here =--
A Oh, =--
-- percentagewise?

A I can't answer your question. I'm afraid.

= There will be some, though, will there not?

fed

|
'

Yes. I will s=ay this, that we will be operating our |
high pressure separator 1500, and then it will go through the low i
pressure meter sevarator. The gravity of the distillate on the

Pennsylvanian is not high, itt's notras high as 2 lot of distillate%

Itts about 2 [17.2 distillate. There will be some westhering of it;

I'm sure, percentagewlsge, though, I really can't anawer your ques-'

So any loss in the distillate, presumably, you are going
under this set-up; as you propose it, you are going to make up
from what would amount to overproduction of your Bone Springs,
would 1t not?
T\To - -

L. In other words, you are going to sell your allowable.
Any shrinkage that comegs along, you are gbing to have to make uvp
from somewnere, and it's going to have to be made up from the Bone:

[

A 0f course, I am agssuming the Pennsylvanian zone will be |
|

2 gas, snd that we will be permitted to have an allowable of what-?

|
|
l
|

ever distlllate it produced,and not have a fixed figure.

~ Thatts correct. DBut you are going to have an allowable
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on your Bone Springs production?

% Herets what I'm getting at, how are you golng to hold

back your Bone Springs allowable to the figure of the allowable

)

without a meter on your Bone Springs linef

T
"

hd
We
:

[

1, I see your question. Of cocurse, that's where we
could run it into a tenz. I mean that would be where we would
produce straight from the separator into a tank by itself. Wetll
know from itgs flowing characteristics, it should be pretty con-
stant. Tow, on the shrinkace on the Pennsylvanian zone, of
course, when we install this metering separator, why, it will be
necessary to run the fluidg through the metering separator against
the tank, and then calibrate the meter, you know, on the metering
separator after the weathering takes place over here in the tank.
If you end up with -0 barrels over here, then you have to keep
checking and callibrating your metering separator until it checks |
out acalngt your tank extrapolation. I feel thet the Bone Springs
should be real steady and should produce at a constant rate, and

that, of course, the oil we set from the Bone Springs, well, then,

[

the tillate from the Pennsylvanlian zone will just be added to

i

¢}

it.

M. HMORRIS:  Thanl you. I have no further cuestions.

BY kR, JTUTTER:

——— ——

—~ £y

Mr. Daugherty, the oravity on the distillate from the

Pennsgylvenlan igs L7.2, you say?
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A Yes, cir.

c Eow about the Bone Springs, what's the gravity there?

4 L2,

“ So this Bone Springs oil 1g getting top price, I oresume,

ig that correct?
2 To. ve're only being vpalid on the basis of sour crude

price. It's an intermediate vrice, 3l desree cravity. Ttts "Test

Texas sour crude postin

3

ig the price welre beinc paid.

|
o Well, ie it top »nrice for sour crude? i

|
A Yes, sir, I believe that!'s right. ;
&~ 7ith no penalty for -- §
A “ie're being paid at 3L cdegrees. .
. Therets no penalty for high gravity, however, iz there,

on 2 gravity?

o How about the distillate from the Pennsylvanian? Will
you ~et 2 nenalized price on that due to the 47.2 gravity there?

To, sir, I don't believe so.

i “Tho will the purchaser of the distillate be?

. Into Texas-"Tew Mexico Ploeline?

Into Texag~lew llexico Piveline. See, the »nrice is bazed
at L{ desreeg, =2nd then, of course, they penalized us doun to 3
derrees, o2nd that!s the price theyl!re paying us, and it is just

for 3Ll decree crude,
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Tor the digtillate 2s well as the crude?

e

i
i
1

Yes, that is whet it will be when the time comes. The
aravity is run L1, 12, but we are gettine a 3 desree nwrice on it.
o Eow about the distillate? 2ire they going to pay you =

3l ferree price on the distillate also?

2]

V-

Yeg, =1

—

H

On that c¢rill stemx test that you took in the Pennsylvan-~

ian, ¢id that cover both of the propoged perforated intervals?

",

A Let me check that just to see. That was from 23,018 to
~

10¢. Yes, i1t wag inclusive of what we planned to verforate.

So you won't have enay zones open that haven't been tested

L Just sbout 1C0,000 to 1. j

= 100,C007

A Yes.

o And you estimated that the drill stem flow was 7 millionl
a day or aporoximately?

A Yes, 7 plus.

= And the Pennsylvanian will go through a two-gtage

n

0]

g

i)

~

o]
e

A Yes, sir.

L You stated that in producing
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to flow

fte

be able nto senarate tanks. Z2Lctually, you wouldnt!t be

commin~ling 1f you flowed into separate tanks, would you?

A o, The only time we would be commingling is when we
want to ton a tank out and sell it, why, then we woulcd have to
put voth zones, you know, in the other tank, but there will be
cuite a large number of days when each zone coulcd be flowed into
separate tanlzagze. *ot many, because you are always continulng
the vrocegss of topping out a tank.

You provoge the installation of two 500-barrel tanks?

A Yes, 2nd I have those on the lease. That's my vregent

< Do you v»ropose to drill any more Bone Svrings wellsg?
) o, gir. This 3 feet that we have is the only flowing

érill stem test we had in the Bone Springs. There are szome gec-
tions on tne 1oz up the nhole which we tested, and didn't cet ony-
thin~ but just some oll cut rmcd, and we'tll use them for =zelvacze.

~

: feet, theouch, we just couldn't afford

And this 1s located, more or lesg, at the extreme side
of your lease, i1g 1t not?

On the east gide of our lease.

L Isn't that rignht along sicde t

hat Lee unit?

A Y

D
2

, sir, up ageinst the line.

M. WUTTER: Any further questicns of Mr. Daugherty?

He may be excused.
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(Vitness excused)
R. MUTTER: Do you have anything further, Mr. Jhite?
FR. WHITE: That's 2ll., Thank you. ,
IR. WUTTER: Does anyone have anything they wish to offer

in Case 2251172 e will take the case under advisement.
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STATE OF & MEXICO )
)
COUMTY OF BERMALILLO )

I, ADA DELRMLEY, Court Renorter, in and for the County of
Bernalillo, State of "ew Mexico, do hereby certify that the fare-

going and attached Transcript of Proceedinzs before the Yew lexico:
0il Congervation Commlgsion was reported by me in machine short- |

hand 2nd reduced to typewritten transcriot under my personal super@

vision, and that the same is 2 true and correct record to the best;
!
!

of my linowledge, skill and ability.

5SS my Hand and Seal this, the 7th day of May, 1961, in
the City of Albuguerdque, County of Bernalillo, State of Wew Mex-

ico.

\,4/4/‘, ,&%,ﬂzw/

WOTARY P@T ¢

celiy oertify that the foregoing 18 '
. ¢ of the proceedings in

tag jof Cabe o . ZXe Ty
196 /...




