¢

DOYLE HARTMAN
Oil Operator

SO0 N. MAIN

BEFORE EXAMINER CATANACH

CH_Conservation Division

P.O. BOX 10426

MIDLAND., TEXAS 78702

i3 (915) 684-401

—_ Exhibit Ny RO

Case Ny, ﬂ%\

November 14, 1989

Chevron USA, Inc.

Post Office Box 1150

Midland, Texas 79702

Attention: Mr. Mickey Cohlmia

Landman
Re: Purchase Offer

H. T. Orcutt "A” No. 1
3300 FSL & 1980 FWL (N)
Section 5, T-21-S, R-36-E
Lea County, New Mexico
(160-acre Eumont P.U.)

Gentlemen:

We are presently working with Koch Exploration Company regarding the purchase
of their Eumont gas rights corresponding to their 80-acre State "A" lease (B-
2456) situated in the N/2 S/3 E/2 Section 5, T-21-S, R-36-E, Lea County, New
Mexico.

In a letter to us dated November 1, 1989 (copy enclosed), Koch requested that
we furnish them with available data corresponding to the various Eumont gas
wells offsetting their 80-acre tract. In gathering the data requested by
Koch, we have determined the following:

(L) Chevron's H. T. Orcutt ”A" 160-acre Eumont proration wunit
consisting of the S/3 N/2 W/2 and N/3 §/2 W/2 Section 5, T-21-S,
R-36-E -is a highly marginal Eumont proration unit. Recent

production data from Chevron’'s H. T. Orcutt "A” No. 1 Eumont gas
wel: (N-5-21S-36E) indicates the well produces slightly in excess
of 30 MCFPD. A ‘graphical presentation comparing the marginal
production level of your H. T. Orcutt "A" No. 1 to the maximum
(non-marginal) allowable available for a 160-acre Eumont gas
proration unit (AF=1.0) is enclosed for your review

(2) The current Eumont completion interval for your H. T. Orcutt "A”
No. 1 is composed of the Queen and Penrose zones between 3420 feet
and 3700 feet. Prior to being recompleted to the Eumont gas pool
interval, the H. T. Orcutt "A" No. 1 was originally completed as
a Eunice-Monument Grayburg producer and produced from an open-hole
interval between 3,718’ and 3,830’ (just 18 feet below the bottom
of the current Eumont Penrose gas completion). Chevron abandoned
the Eunice-Monument Grayburg zone in the H. T. Orcutt "A” No. 1 in T -
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March, 1954 by setting a Baker Model "K” cast-iron bridge plug at
3,710’ , but the open-hole interval below 3,710’ was not cemented
off at the time of abandonment and today fluids are still free to
migrate to the top of the open-hole interval.

(3) In July, 1986, Chevron drilled its Eunice-Monument South Unit No.
225 (EMSU No. 225) water injection well at a location consisting
of 3,223’ FSL and 1,960 FWL of Section 5, T-21-S, R-36-E. The
surface location of the EMSU No. 225 well is situated only 80’
sotthwest of the surface location for the Chevron H. T. Orcutt "A"
No. 1 Eumont well. The EMSU No. 225 well is completed over a
Grayburg water injection interval consisting of 3,730’ to 3,990'.
Through May, 1989, 484,225 barrels of water had been injected into
Chevron’'s EMSU No. 225 water injection well. For May, 1989, the
average water 1injection rate for the EMSU No. 225 well was
regorted by Chevron to be 293 BWPD with an average surface
injection pressure of 604 psig.

After discovering the above noted facts, we are alarmed by the close proximity
of the H. T. Orcutt ”"A” No. 1 Eumont gas wellbore to your EMSU No. 225 Eunice-
Monument water injection wellbore. Moreover, we are also concerned about the
close proximity (within the H. T. Orcutt "A” No. 1 wellbore) of the currently
producing low-pressure Eumont gas completion interval to the previously
abandoned and nuch higher-pressure Grayburg waterflood interval. Because of
the close proximity (within the H. T. Orcutt “A” No. 1 wellbore) of the
currently producing Eumont gas interval and the previously abandoned Eunice-
Monument interval, and due to the large pressure differential that exists
between the two intervals (approximately 2000 psi); to us, it appears to be
just a matter of time before the low-pressure Eumont zone in the H. T. Orcutt
"A" No. 1 is watered out by Chevron’s nearby Eunice Monument South Unit No.
225 water injection well.

The possibility of water invasion into the much lower-pressure Eumont gas zone
on the H. T. Orcutt "A" lease gives us great concern since we are presently
working on the above noted acquisition of Koch's 80-acre State "A” Eumont
lease which 1is a diagonal southeast offset to Chevron’s H. T. Orcutt "A"
lease. Obviously, we do not want the State "A” lease to be affected by
Chevron’s Eunice Monument South Unit Water Injection Project.

Secondly, in the interest of seeing that the recovery of low-pressure gas
reserves 1is maximized, we believe that low-pressure gas =zones must be
protected from potential high-pressure water invasion.

Therefore, in zn effort to achieve a solution that takes into consideration
the needs of all parties as to the potential H. T. Orcutt "A” water problen,
and since your H. T. Orcutt "A"” No. 1 Eumont well is already at an advanced
stage of depletion and possesses very limited remaining recoverable reserves,
we respectfully propose the following:
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(1) Hartman to acquire, f£5,000.00, all of Chevron’s oil and gas
rights over the vertiterval from the surface to the base of
the Eumont Pool inter.0Q feet subsea) in the above described
160-acre H. T. OrcutNo. 1 Eumont gas proration unit. Qur
proposed purchase wouw include.the acquisition by us of any
remaining Eumont reseorresponding to your H. T. Orcutt "A”
No. 1 well which we e: (based on the attached Rate-Time Plot
for the H. T. Orcutt . 1) to be no more than 127 MMCF,

(2) Futhermore, in order ure the proper future isolation of the
Eumont and Eunice Monintervals within Chevron’s H. T. Orcutt
"A" No. 1 wellbore, a to properly plug and abandon at his
sole risk and expense, A. Orcutt "A" No. 1 well.

(3) As to the subject 16{(H. T. Orcutt "A" Eumont gas proration
unit, Chevron to asm 87.5% NRI which we believe to be
Chevron's present NRI the subject H. T. Orcutt "A” lease is
a State of New Mexico (B-244-1).

Upon Chevron’s assignment of its Orcutt “A" lease to Doyle Hartman for
$175,000.00, and after we have pr plugged and abandoned the marginal H.
T. Orcutt "A” No. 1 well, we theose to drill and complete in a manner
that is both compatible with Chs current Eunice Monument South Unit
waterflood operation, and in a mchat will also provide for the maximum
recovery of any remaining Eumont:serves, a new infill Eumont gas well
on the subject 160-acre proratilt before any remaining reserves are
drained by offsetting Eumont tract

In support of our concerns aboential water invasion into the low-
pressure Eumont gas interval anillustrate what can happen when low-
pressure gas reserves are water¢ by improper water invasion, you are
referred to Doyle Hartman's receniase of the NMFU's 320-acre Jack "A-20"
Jalmat gas lease situated in theectiom 20, T-24-5, R-37-E. We are at
this time in the process of comp our newly drilled Jack "A-20" No. 11
infill Jalmat gas well at a loceconsisting of 1,980 FEL and 2,180 FSL
Section 20, T-24-S, R-37-E. As tpletion of our Jack "A-20" No. 11 has
progressed, we have sadly discovett a portion of the low-pressure Jalmat
(Yates) dry gas interval appears t been watered out by the Conoco (NMFU)
operated Langlie Jack Waterflood.t. We also at this time believe that
our Jack "A-20" water problem is reat part caused by an unusually short
casing string (5 1/2” set at 3210 in the offset Langlie Jack Unit No. 12
water injection well situated Jus§ of our above noted Jack "A-20" No. 11
infill location. A review of Ndco 0il Conservation Division records
indicate that a total of 4,600,00&ve been injected into the Langlie Jack
Unit No. 12 well and due to a cdion of the very large volume of water
that has been injected into the § Jack Unit No. 12 well and the close
proximity of casing setting depthe base of the highly permeable Jalmat
(Yates) gas zone, it appears thatie volume of water has escaped from the
much higher-pressure open-hole e Mattix injection interval in the
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Langlie Jack Unit No. 12 ‘into the low pressure highly permeable Jalmat (Yates)
gas interval.

In light of the similarity of the situations corresponding to our Jack "A-20"
lease and Chevron’'s H. T. Orcutt "A"” lease, we respectfully request that
Chevron promptly review the facts discussed herein and then take positive
action to prevent (as has already happened in part on the Jack "A-20" lease
formerly owned by the NMFU) the watering out of the low-pressure Queen-Penrose
gas interval on Chevron's 160-acre H. T. Orcutt "A” lease and offsetting
Eumont leases.

As to our Jack "A-20" lease, we have already spent approximately $600,000.00
purchasing and re-drilling the subject 320-acre Jalmat proration unit. Since
time is of the essence when dealing with potential water invasion, we do not
want to experience, on the Koch State ”“A" lease, a reoccurrence of our Jack
"A-20" water problem, and, if you desire, we will be happy to meet with
Chevron operational personnel either in Hobbs or Midland to discuss in detail
the potential H. T. Orcutt "A” water problem.

Very truly yours,

\Dﬁ S -

)

Doyle Hartman

DH/ps
Enclosures

cc: James A. Davidson
Post Office Box 494
Midland, Texas 79702

Chevron USA, Inc.

Post Office Box 670

Hobbs, New Mexico 88240

Attention: Mr. R. C. Anderson
Division Manéger

Chevron JSA, Inc.
Post Office Box 670
Hobbs, New Mexico 88240
Attention: Mr. T. A. Etchison
Senior Petroleum Engineer

Chevron USA, Inc.

Post Office Box 1635

Houston, Texas 77251

Attention: Ms. Denise Beckham
Landman
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KOCH EXPLORATION COMPANY

November 1, 1989

Mr. Boyle Hartman
PO Box 10426
Midiand, TX 79702

Re: Purchase Offer
State "A" Lease
Lea County, New Mexico

Dear Mr. Hartman:

Reference is made to your letter dated October 24, 1989,
concerning your interest in purchasing the shallow leasehold
under the subject lease located in the N/2SE/4 Sec. 5-T21S-R36E,
Lea County, New Mexico.

We have reviewed this area before and do not expect that Koch
would drill an Eumont well in this area. However, we do not have
a great deal of information in the area and would appreciate your
providing us with more information concerning the offset wells as
to production and current declines, etc. in order to be able to
move forward with any recommendation as to your request.

It is our understanding that you will be working with the owners
of the overriding royalty interest, and we would also appreciate
an update as to those discussions. We should also point out that
any discussions as to a sale of our interest would be restricted
to the productive formation you wish to drill.

If you hava any questions, please call the undersigned at 316
832-5910.

Yours very truly,

C_- ———
- - e e e

P

(.

Lance k. Harmon
Land Mahager - U.S.

NOY, 3. i8G:

LFH:es h
hrtmn Tea.

P.0.Box 2256 = Wichita, Kansas 67201-2256 » 316/832-5237 « Telecopier 316/832-5330

4111

E. 37th Street North = Wichita, Kansas 67220
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"COMPANY

Gl Ol Corp.

VWELL Crovcts "EY Mo, 1

FiELD Front /Fusice

LOCATION 200 _FST._& 19KQ F&T, (H)
Sectian 5, T—=21-5, R-36-F
{Z1-36-5-N}

COUNTY Tea

STATE Ny Mexicn

ELEVATIONS:

X8

DF 5ot
3-11-85 GL

SPUD DATE

COMPLETION RECORD

1

7=14=35 'COMP. DATE 9-19-3%

TO

2860 PETD

CASING RECORD

10-3/4_ 8 351 w/150

7-5/8 @ 2719 w/375

5-1/2_ 9 3718 w/260

PERFORATING RECORD

CH.  3718-3894

STIMUATICN Natural

L IPR= 267 POPD -+ SO0 MCFED

GOR GR 24 1

™ c?

CHOKE TUBING 9 @ 3890
REMARKS

3-2-54:  PRIN 8 3207, Perf

3420=3700 Ww/IDAG. AZI000

F/1750 FCFPD. _TP=_SANE. CP= 720%.

Oarrent Classification:  Rmoont Gas
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(Form ¢L1an
Mevtsed 771,00

' U P L} E AT NEW MEXICO OIL CONSERVATION COMMISSION! i ‘:@A) e
( J Santa Fe, New Mexico ] U i“) Rt N
f J '.\_.}

AT a7 4
MR8 1934
MISCELLANEOUS REPORTS ON WELLS )
! MOV 7 ANV AT

o : : T pl}NS{Rw:A (s

_Submit this report in TRIPLICATE to thg District Ofhce, O1l Conservation Commission, within 10 ?ays after the ’worrk specified is comi-

picted. It should be signed and filed as a rcporn‘g?n Beginning Drilling Operations, Results of test of casing_shut:off H;Q(lf{n(_‘ﬁmﬁﬁ{;w[ el

rcault of well repair, and other important operations, cven though the work was witnessed by an agent of the Commission. Sce additional

instructions in the Rules and Fegulations of the Commission.

Indiente Nature of Report by Checking Bolow

REPORT ON

REPORT ON RESULT OF TEST |
REPAIRING WELL !
I

REPORT ON BEGINNING
OF CASING SHUT-OFF

DRILLING OPERATIONS

!
REPORT ON RESULT l REPORT ON RECOMPLETION
!

REPORT ON
OF PLUCGING WELL OPERATION X {Other) ]
| i
Py (14 P Hobba, Mew.Mexico.......... .
{Date) (Place

Following i3 a rcport on the work done and the results obtained under tne heading noted above at the

e B2 04 Corporatdon. oy Ha T Oroudk

’ Ly 7 (Leaae)

(Company or Operstor)

_______________ DA% 8 011well Sarvice Inc. A

{Zontractor)

T8 R_3IO=B NMPMoooooo Bront Gas 12 M Iaa.. ... Count.
The Dates of this work werce as folows: ... Enh.Zh-Hn'.i,lSSh
Notice of intention to do the work (was) CEXXXDX) submitted on Form%.:lon ....................................................... _Dsc...ﬁl,_.,,,,_‘ . l‘_i53 .

(Cross out lncorrect words»

and approval of the proposcd plan (was) (exxorx) obtaincd.
DETAILED ACCOUNT OF WORX DONYX AND RESULTS OBTAINED

Set Baker Model ¥X™ cast iron bridge plug at 3710' and dumped one szok Portland regular
cement on top of plug. Top of cement at 3702'. Perforated 5-1/2" casing from 3400-3399!
with 8, 1/2% Jet Holes. BSet Baker Model YX" magnesiwm cement retainer at 3389' axd
attempted to squeese cemant thru perferations at 3400-3399' with 3900#. Perforations
would rot take flmid. Cemsmted down 7-5/8" and 5-1/2° casing samilns with 250 saaks regular
bulk cerent. Temperaiturs survey found cement from surface to 2900!'., Drilled out retsiner
gt 3389' and olsanad eut to 3702', Tested casing with 1200f for 30 mimtes - m drop in
pressurs. Perforzied 5-1/2% essing from 3700-3550! and 3530-3420' with ki, 1/2" Jet Holes
per £oot (Quesn formation). Cas tested 993.3 MOF per 2l hours with L90# back pressure.
Washed perforations fyom 3700-3550' and 3530-3L20' with 500 gallons mud acid and injscted
an &dditional 500 gallons mud acid into formation. Gas tested 1,750.0 MCF per 2l hours
with 560# back pressure. Schedule Allowable 1,375,000 cu ft per day estimated. 2, hour
shut-in pressure ~ Tubing pressure 900f, casing pressure $80#.

Witneased by.corerrre.. Fo Cp Cruuford ..Gulf 011 Corporatien Fisld Foreman.. .. ..
(Name} (Company) {Titley
Approved: T hereby certify that the information given above is true and complece
IL CONSERVATION COMMISSION to the best of my knowledge. -
— — -
N A Zé[/,?,é A Vame..., : E‘/

N‘Lm-)

e

Enqinegr Dis g ) M/\P iy 1454 chrcscntins.....ﬁulf... ’ '"..Cnrpnr.ation..“....__.____...._...._.

(Title) (Dain) Add:en..........B.QK...z | .'Z.,...,,Jiobbn ».Ne. Mazy.o. ...
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X Data | B RAMSAY #8 B RAMSAY #5 HEASLEY #7 ORCUTT B #1

70 617 612 562 585
71 582 591 516 557
72 525 " 508 459 516
73 492 ’ 465 400 439
74 442 415 345 395
75 420 407 412 336
76 363 337 270 291
77 290 263 247 251
78 263 247 208 220
79 216 185 193 169
80

81 188 181 153

82 165 165 209 146
83 167 185 129

84 155 180 146 146
85 159 180 82 149
86 154 - 163 270 144
87 152 168 69 151
88 153 588 58

89

\

X Data STATE H #5 ORCUTT A #1 STATE G #1 STATE A #4

70 563 596 598
71 531 530 627
72 490 549 595
73 417 435 544
74 384 385 504
75 361 356 507
76 303 327 388
77 270 292 354
78 231 276 324
79 - 178 224 299
80 310
81 188 193 274
82 166 177 302
83 : 166 126 320
84 168 174 326
85 175 200 256
86 172 180 172
87 155 175 183 371
88 153 191 153 248
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Chevron

Chevron US.A. Inc.
P.0. Box 670, Hohbs, NM 88240

R. C. Anderson

Division Manager J November 30 ' 1989
Production Jepariment !

Hobbs Division

PURCHASE OFFER

H. T. ORCUTT 'A' No. 1
SECTION 5, T-21-S, R-36-E
LEA COUNTY, NEW MEXICO
(160-ACRE EUMONT P.U.)

Doyle Hartman

0il Operator

P. 0. BOx 10426
Midland, Texas 79702

Dear Mr. Hartman:

In reference to your proposal dated November 14, 1989,
Chevron appreciates your interest in purchasing the subject
well and associated o0il and gas rights. However, we are
not interested in selling at this time.

Thank you for your consideration.

Very truly yours,

V. e o

R. C. Anderson
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