CASE 4693: MOTION OF OCC TO CON-
SIDER INSTITUTING GAS PRORATION-
ING IN S. CARLSBAD-MORROW GAS POOL
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Phons 242-8936
May 4, 1972

Mr. A. L. Porter, Jr.
Secretary-Director

New Mexico 0il Conservation Commission
P.0. Box 2088

Santa Fe, New Mexico 87501

Re: Cases No. 4693 amd 4694
Consolidated.

Dear Mr. Porter:

Pursuant to the Commission's ruling at the hearing on the above
case, I am enclosing the following documents:
1. Motion To Dismiss
2. Motion For Continuance
- 3. Statement of Position of Michael P. Grace,
: II, and Corinne Grace
4. Various Exhibits

Copies of the above have been forwarded to all parties entering an
appearance in the above case. We request thirty (30) minutes oral
arguments to present our position concerning the above nleadings.

If the Commission will allow the oral argument, please advise me of
the date and time for argument and we will notify the other parties.

Vexry truly yours,

EPC/s1
Enclosures

LRt




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE O NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION ON ITS OWN MOTION TO
CONSIDER INSTITUTING GAS PRORATIONING
IN THE SOUTH CARLSBAD-MORROW AND
SOUTH CARLSBAD-STRAWN GAS POOLS,
EDDY COUNTY, NEW MEXICO

Cases No, 4693 and 4694
Consolidated

MOTION TO DISMISS

Come now Michael P. Grace II and Corinne Grace by and through

 their attorneys, and move the Commission to dismiss the above ca.ée.

In support of this motion the moveant's state:

. The commission does not have jurisdiction to institute gas
prorationing in the South Carlsbad-Morrow an-<‘i South Carlsbad-Strawn gas
"Foois as the evidence presenied at the hearing cleariy establishes that
production of gas from the pools does not exceed the reasonable market
demandAfor such gas and that production will not exceed the rgaSonable .
market derﬁand for such gas in the foreseeable future.

2. The Commission does not have jurisdiction to institute gas
proratioﬁing in thé South Cartsbad- Morrow and éotlth Carisbad-Strawn

Gas Pools as the evidence presented at the hearing clearly establishes

that production of gas from the pools in not in excess of the capacity of

gas transportation facilities for such gas and that preduction will not exceed
the capacity c;f gas transportation facilities for such gas in the foreseeable
future.

"~ 3. The Commission's jurisdiction to institute prorationing is

very clearly defined in Section 65-3-13 (c), NMSA (1953 Comp. ) which provides:




"Whenever, to prevent waste, the tolal atlowable naturatl gas
production from gas wells producing from any poot in this
State is fixed by the Commission in an amount itess than that
which the pool could produce if no restrictions were imposed,
the Commission shall allocate the allowable amount the gas
wells in the pool delivering to a gas transportation facility
upon a reasonable bases and recognizing correlative rights. ..
(Emphases added)

8]

Waste, insofar as theterm is used in connection with prorationing, is

specifically defined under Section 65-3-3 E. NMSA (1953 Comp. ) as follows:

"The production in this State of natural gas from any gas
well or wells, or from any gas pool, in excess of the
reasonable market demand from such source for natural
gas of the type produced or in excess of the capacity of
gas transportation facilities for such type of natural gas. ..

"
We submit that, by statutory definition, the Commission does not have
Jjurisdiction to instituting gas prorationing unless the evidence establishés
that production from the specific pool involved exceeds reasonable market
demand from the pool or the production is in excess cof the capacity of
the gas transportation facilities taking gas from the pool. As Transwestern
is the only purchaser from the Grace wells and ibe iesiimony from
Transwestern is that they are ready, wi‘lling and able to take all gas
proﬂduc’ed from the Grace wells and that they will be ready, willing and
able to take all gas produced from the Grace wells in.the foreseeable
future, the moveant's submit that the Commission does not have jurisdiction
to institute gas prorationing in South Carlsbad-Morrow and Scuth Carsbad-
Strawn Gas Pools at this time,

4. The moveant's wells are not producing from the same common
source of supply as the other wells in the South Carlsbad-Morrow and
South Carlsbad-Strawn Gas Pool and the institution of gas prorationing
in(;l‘uding moveant's wells with wells producing from another common

source of supply witl violate {he moveant's correlative rights, cause waste,

and deprive the moveant's of their property without due process of law.




Further, moveant's should be permitted to show by addi-
tional newly discovered evidence that irreparable damage will result

to moveant's wells if same are prorated or shut down. The essence

of said evidence is called to the Commission's attention by
Exhibits A and B, attached hereto and made a part hereof.

5. The moveant's wells were included within the horizontal
and vertical 1limits of the South Carlsbad-Morrow and South Carlsbad-
Stréwn Gas Pools without actual notice to the moveant's and an
opportunity to Be heard even though the moveant's interest in the
subject matter of the hearing extending the limits of the pool was
known to the Commission and the other operators in the pool.
Constructive notice by publication is insufficient fq;/th€/§g;;6n
above stated and for the further reason that the same is ambiguous
and does not designate what wells are the subject matter of the
hearing or the area covered. (See Publisher's Affidavit attached
hereto and made a part hereof). If the Commission proceeds with
above case without permitting the moveant's to present evidénce
that<fheir wells are producing from a separate common source of
supply, the moveants will be deprived of their property without due
process of law and denicd equal protection of the 15ws.

6. The evidence presented at the hearing concerning the
various prorationing formulas proposed is so conflicting and iﬁ-
complete that the Commission can not reasonably make the decterminations
required by Continental 0il Company vs. 0il Conservation Commission,

70 N.M, 310, and the Commission under the applicable law must dismiss

e Q7 S

Edward P. gzase ‘
1122 Bank Jdf New Mexico Building
Albuquerque, New Mexico 87101

the above ca’se.

0f Counsel: : ,
Grantham, Spann; Sanchez § Rager
Charles C. Spann

914 Bank of New Mexico Building
Albuquerque, New Mexico 87101




Hunker, Fedric & Higginbotham, P.A.
George H. Hunker, Jr.

P.0. Box 10

Roswell, New Mexico 88201

Attorneys for Michael P. Grace, II,
Corinne Grace and The City of
Carlsbad,

T o T
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1122 BANK OF NEW MEXICO BLDG ALBUQUERQUE NMEX
THE CORINNE GRACE NC « 1 CITY OF CARLSBAD IN THE SOUTH CARLSBAD
FIELD 5 EDDY COUNTY , NEV MEXICO IS PRODUCING 1,000 BARRELS OF |
VATER PER DAY A D 9.5 MMCF OF GAS « WHEN ORIGINALLY COMPLETED )
THE WELL MADE MUCH MORE WATER WITH ALMOST NO GAS « AFTER BEING .
PLAIED ON THE SALES LINE , THE WELL VERY SLOWLY IMPROVED IN )
GAS DELIVERABILITY WITH A MARKED REDUCTION IN WATER PRODUCTION .
A ATTEMPTS TO CURTAIL PRODUCTION RATES RESULT IN AN INCREASE
I WATER AND A 'CORRESPONDING DECREASE I TUBING FLOWING PRESSURE
MD GAS RATE . -
CURTAILMENT OF PRODUCTION TO ANY AMOU VTS LESS THAN TME WELL

S$FR1201 (R5-£9) )
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CAN FLOW AGAINST SALES LINE BACK PRESSURE CAUSES INIREASED
VATER PRODUCTION AND DECREASING GAS FLOW RATES AT THESE SAME
LESSE

RATES « ANY CURTAILMENT OF PRODUCTION FOR MORE THAN A FEW HOURS
CAN CAUSE THIS WELL TO CEASE FLOWING WITH POSSIBLE WATERING
OUT AND COMPLETE LOSS OF PRODUCTIVITY

RICHARD STEI HORST JR PETROLEUM ENGINFER .
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May 2, 1972

TETRA TECH, INC,
630 NOATH ROSEVEAD BLVD
PASACENA,CAL FCAN'A 9707
TECERHONE (213) 442.8400

Michael P. Grace
P.O, Box 1418
Carlsbad, New Mexico

Dear Sir:

At Tetra-Tech our geologists and engineers have reviewed data pertinent
to the production of gas in the South Carlsbad area and have read with care
. the transcript of the hearings before the New Mexico Oil Conservation

" Commission on April 19-20/ 72.. ’

We have in our possessioﬁ maps showing the structural geology of the area
on two horizons {Morrow and Strawn) prepared by various operators. We
assume these operators to have been represented by competent geologist,
In summary four different maps of each horizon are available. The maps
differ in some details but all of them indicate a minimum trend { a synclinal
swale) separating the greater part of the Grace properties from other pro-
ducing areas of the field. Two of the available interpretations emphasize
the structural separation by indicating a fault within the syncline and
trending approximately north-south.

Our Tetra-Tech structural interpretation will not be completed for several
days but we presently assume that features identified by so many compeient
protessionals are valid and indicate a separation of the Morrow reservoir
into two productive areas. We are presently evaluating.the question of
whether these two separate areas communicate as a reservoir or nct.

In assessirg the question of potential communication {(horizontically or
vertically) within the Morrow formation of the ‘South Carlsbad area we .
take note of statements by employees of the Commission as related in the
transcript to the effect that:

(1) Unexplained differentials exist between the various wells,

(2) Unexplained anomalies of potential productivity are recorded.

(3) Anomalous or unexplained pressure draw.downs are noted.
These observations may indicate lack of communication between the areas
of Morrow production,

In reviewing the transcript we are disturbed to find that an attempt has been
made to evaluate production from this area without: ‘
(1) Waiting for sufficient production history to afford data for evaluation
{see testimony).

Exhibit "B" Page 1




(2) Without preparation of an isobaric map to relate in geologic form
the pressure anomalies referred to in the testimony,

(3) Without preparation of an Iso-productivity (or Iso-deliverability)
- map to relate in proper form the productive anomalies referred to.
(4) Without a report of studies (if any have been performed) involving
the nature of reservoir fluids in the area, for example:

(a) Testimony suggested danger of the loss of potential liquids
by "Excess" gas production but no liquids are adduced to be
present other than warm salt water.

(b) A record of variable water salinity which might reflect
non-communication between the two areas by Iso-salinity
anomalies has not been prepared.

(c) Laboratory analyses of the gases produced as related to

- the geographic and geologic position of the various wells
were not presenté‘d. '

In the absence of so much data and analysis normal to proper reservoir |
study we offer the following tentative conclusions: v ] |

(1) It is essential that maps and exhibits of the various tvpes described
be prepared before the South Carlsbad producing areas can be
equitably pro-rated. Tetra-Tech is presently engaged io "hlS study

. and will hope to complete the work within two weeks.

(2) The data as presented appear to indicate that two structurally separated,
non-communicaling Morrow reservoirs exist in the area.

(3) No data has been presented to indicate that the areas of Morrow
production do communicate (other than the reiterated statement
that the Commission has, in the past, considered the Morrow to

B be one pool. :

(4) Shut-in or considerable proration of production from such welis
‘in the arca as are presently making substantial amounts of water.
(as well as gas) would inevitably result in a high head of liquid being
brought against and above the producing interval, - This unfortunate
result might cause irreversible damage to the individual well or,
potentially, to the reservoir,

Thomas A, Baldwin
Chlef_mgologlst etra~Tech, Inc,

=N Heritea A
Certified Geologist # 310, A.L.P.G,
Registered Geologist # 175, California
Registered Petroleum Engineer # 789, Ca.
Active Member A,A,.P.G,
Active Member S.E. G,
Fellow G, S. A.

. TB:fb Exhibit "B" Page 2




State of New Mexico
County of Eddy

AFFIDAVIT

The undersigned beiné ptéblishe‘r of the Artesis Daily Press
being first duly sworn, deposes and say that the attached
photocopy of publication received from the New Mexico 0il
& Gas Commission was published in the above stated newspaper

on the 29th day of __February 1972,

Affiant further saith not,

7 ’_g;;27229é442/<)7L;)%;2L4e,-_*
(j?)’(bli shef S

Vi
Subscribed and sworn to before m@s ‘Cgf/ 4
[ .

/!Z:(A/ Notgry Public
/
My commission expires | U ¥ /4, /9/\‘

» 1972
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..Poga 4—The Arte%ia (NM) Daily Press—Feb.. 29, 1972

I\OTICL OF PUBLICATION'
STATE OF NLW MEXICO
OIL CONSERVATION -
: COMMISSION
. SANTA FE -- NEW MEXICQ . .
The Slate .of New Mekico by
its il Conservation Commission
herehy gives notjce pursuant to
law and the Rules and Regula-
tions ‘of said Commission pro-
~mulgated thereunder of he fol-
lowing ‘ public hearing to be “held
at 9 o'clock a.m. on MARCH 15,
1972, at the OIL CONSERVA-
TION COMMISSION CONFER-
ENCE. ROOM, STATE LAND OF-
FICE BUILDING, SANTA FE,
- NEW MEXICO, before Daniel 8.
' Nutter, Examiner, or Elvis -A.
" Utz, - Alternate  Examiner, ' both
duly appointed for said hearing |
“as provided by law.
' STATE OF NEW MEXICO TO:
. All’ hamed’ paﬂies and per-
gons havmg any right, title, in-
i terestorclaminthe “fol--

lowing . cages and motice to
. the paﬂ:lxc

i C(NOTE: All land descnphons
? herem refer to the . New Mexico
{ Principal ‘ Meridian, whether or
> hot S0, stated) e
CASE 4675 : : S
‘In the mattet ‘of the applxcatlon
o{ ‘the ‘0l Comservation - Commis-
; ofNew Memeouponlfsown

'35’ Ea#t, Tldy; County; = - |
:Goldenlme-)!orrowGas Pool'

'Range M East, Eédy cmncy.{
ad, for the mntractmn ‘of the
Enmnt GasPool in LeaCounr'-

bea—Bone Spnngs Pool
1 Ng;ﬂa Vacuim-Abs Pool
Vada-Pemsyh?&:mn Pool -
and for:the extension of the iol-
bgug pools in’ Eddy. Coonty: - ' '
&ummd&ormw Ggs » 1‘

= iy 17 Souh R
l

: 'LP,@L
Soutu Car_l,sb_:d-_&ﬂ!n Gias
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- __tg the well, .

der No. E-#254, Eddy - County,

New Mexico, .

Applicant,. in the above-styled -
‘| cause, seeks appioval of an un. .
: orthodox gas well location for a
-] well to be drilled 1986 feet from .
the South line and 1900 feet from
7| the West line of Section 8, Town- :
| ship 18 South, Range 29 East, ;
undesignated Morrow Gas Pool, ;

Eddy_County, New. Mexico, with

»{ the non-shandard 299-acte prora- |
.. tion_ unit comprising the' S/2 of :
'said Séction 6 established by Or- -

der’ No.- R%lobededitated

GIVEN undet the:sea!; of the

\Iew Mexico - Ol conservation
Cmnmxsslon ‘at Saita Fe,” i\ew
Mexico. on this th. day of Feb-
i _1‘1181‘)', . .
=(EAL\ gl b

S‘l‘is'l‘E Q!' NEW muco

OIL: CbNSERVATION

COMMISSION

A. L. PORIER, ¥ _

. Secretm'y-Dtrec‘O? S
" Pyblithéd in the Arala mﬂy
m ‘Artesia, N. My Feb. 2, :

1072, ugaINo oL




Examiner Hearing
September 15, 1971
-4- Docket No. 20-71

(c) Create a new pool in Lea County, New Mexico,
classified as an o0il pool for Pennsylvanian production
and designated as the McDonald-Pennsylvanian Pool.

The discovery well is the J. M. Huber Corporation
Griffin No. 1 located in Unit A of Section 4, Township
14 South, Range 36 East, NMPM. Said pool would comprise:

TOWNSHIP 14 SQUTH, RANGE 36 EAST, NMPM
SECTION 4: NE/4

-{(d)  Abolish the Northwest Vacuum-Abo Pool in Lea
County, New Mexico, described as:

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
SECTION 2: Sw/4
SECTION 3: NE/4 SE/4

{e) Extend the North Vacuum-Abo Pool in Lea County,
New Mexico, to include therein: -

TOWNSHIP 17 SOUTH, RANGE 34 EAST, NMPM
SECTION 2: SW/4
SECTION 3: SE/4

(f) Extend the Blinebry Oil Pool in Lea County,
New Mexico, to ‘include therein:

TOWNSHIP 21 SOUTH, RANGE 36 EAST, NMPM
SECTION 36: NE/4

TOWNSHIP 22 SOUTH, RANGE 37 EAST, NMPM
SECTION 8: NW/4

(g) Extend the South Carlsbad-Morrow Gas Pool in
Eddy County, New Mexico, to include therein:

TOWNSHIP 22 SOUTH RANGE 26 EAST, NMPM
SECTION 25: S/2

v\

SECTION 30: S/2

O/ fﬂﬂq TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM
JJ’ " SECTION 31: W/2

/.

N
Q/y {} (h) Extend the South Carlsbad~Strawn Gas Pool in
La Eddy County, New Mexico, to include therein:

/
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Examinexr Hearing ¥
September 15, 1971

-3-

Docket No., 20-71

(Case 4597 continued)

CASE 4583:

W—-“""f

CASE 4596:

of Section 31, Township 22 South, Range 27 East,
and from his Joell Well No. 1 located in Unit C
of Section 6, Township 23 South, Range 27 East,
South Carlsbad-~-Strawn Gas Pool, Eddy County, New
Mexico, after separation and measurement of the
liquids from each well.

(Continued from the August 18, 1971, Examiner Hearing)
Application of V. F. Vasicek and J. M. Fullinwider,

doing business as V-~F Petroleum for compulsory pooling,
Lea County, New Mexico. Applicant, in the above-styled
cause, seeks an order pooling all mineral interests in ,
the Pennsylvanian formation underlying the E/2 of Section
15, Township 16 South, Range 35 East, Lea County, New
Mexico, said acreage to be dedicated to a well to be
re-entered and recompleted in the Pennsylvanian formation
and located 1980 feet from the South and East lines of
said Section 15. Also to be considered will be the costs.
of drilling said well, a charge for the risk involved, a
provision for the allocation of actual operating cosis,
and the establishment of charges for supervision of said
well. 4

Southeastern New Mexico nomenclature case calling for an
order for the creation, extension and abolishment of
certain pools in Lea, Eddy, and Chaves County, New Mexico.

(a) Create a new pool in Eddy County, New Mexico,
classified as an oil pool for Strawn production and
designated as the South Hackberry-Strawn Pool. The dis-~
covery well is the Perry R. Bass Big Eddy Unit No. 33
located in Unit P of Section 4, Township 20 South, Range
31 East, NMPM. Said pool would comprise:

TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM
SECTION 4: SE/4 SE/4

(b) Create a new pool in Eddy County, New Mexico, classified
as a gas pool for Morrow production and designated as the
Maroon Cliffs-Morrow Gas Pool. The discovery well is the
Perry R. Bass Big Eddy Unit No. 7 located in Unit O of
Section 19, Township 20 South, Range 31 East, NMPM.

Said pool would comprise:

TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM
SECTION 19: 8/2




Q Are your recommendations prepared in the fbfm
of an Exhibit? -

A They are prepared in the form of Exhibit 1,
Paragraphs "A" through "T",

Q All right, Would-you refep to Exhibit 1 and ,'
Paragraphs "A" through "T"“ and point out any differences
between it and the docket that has been distributed,-:.

any corrections that have been made? ~: ) . Wy,

A We have several additions and, as recommended, .
one Paragraph "H”-be'dismissed. |

Q Let's go through them one at a time.. I

A | Ail right, sir. The first addition is Paragraph
"E" and the addition is the NE/bvof‘Secﬁion 10 in SRR
fTownShip 17 South, Range 34 East. That is an extension
to the North Vacuum-Abo Pool in Lea County.

U

In Paragraph "G", South Carlsbad-Morrow Pbol,

¢ e rre s o aes ot & St A e A a2 AR ot e e e e b e eme m

addition in Township 22 South, Range 27 East, N/2 of

77/

i ::Section 2. S . ~»'~~~v~~mm«m“\;_

In Paragraph "H" it is recommended that

P

/

Paragraph "H" be dismissed pending further study.

£ s S

Paragraph *1" in addition to the  extension shown :

to the Double L-Queenn Associated Pool, in TownshipAih

Tint
/;”5{{1’

s — — e ®




State of New Mexico
County of FEddy

AFFITAVIT

The undersigned being pubiisher of the Artesia Daily Press
being first dﬁly sworn, deposes and says that the attached
éhotocopy of éublication received from the New Mexico 0il

& Gas Commission was published in the above stated newspaper

on the 1st day of _September 1971,

Affiant further saith not.
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| NOTICE OF PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION
COMMISSION
SANTA FE - NEW MEXICO

The State of New Mexico by
its - 0il Conservation Commis-'
sion hereby gives notice ‘pur
suant to law and the Rules and
Regulations of said Commission

promulgated thereunder of the
following publie hearing to be
held at 9 o’clock a.m. on SEP--
TEMEER 15, 1971, at the OIL -

CONSERVATION COMMISSION !

CONFERENCE ROOM, STATE
LAND OFFICE BUILDING,
SANTA FE, NEW MEXICO,
. before Daniel §. Nuiter, Exam-

'iner, or A. L. Porter, Jr., Al | :
i and for the extension of the fol-

ternate Examiner, both duly ap-
“ pointed for said hearing as pro-
| vided by law.

STATE OF NEW MEXICO TO:
All named -parties and per-
sons having .any right, title,
interest or claim in the fol-

. lowing cases and notice to
the public. o

(NOTE: All land descriptions

Principal Meridian, whether or
not so- stated.) :
CASE 4588:

Apolication of v H. Westbrook

herein.refer to the New Mexicto |

ge 6-The Artesia (NM) Dadly Press—Sept. 1, 1971

i and Tor tie aboh~hme*1t of tns
Northwest Vacuum-Abo Pool in
Lea County and tihe extension ef

" i the North Vacuum-Abo Pool to

include the lands contained in
saig Northwest Vacuum-Abo
Pool;
and for the extension of the fol-
lowing pools in Lea County:
Blinebry 0il Pool
Flying®  “M’-Pennsylvanian
Pool
Flying “M" San Ahdres Pool

Langlie-Mattix Pool T
Fast Shoebar-Devonian Pool

North Vacuum-Morrow Gas
Pool

North Vacuum-Lower Wolf-
camp Pool

. Northwest Vacuum-WOIIcamp
“ Pool
Vada-Penusylvanian Pool -

lo“mg pools in Eddy County i
South Carlsbad-Moerrow 'Gas
Pool
South Carlsbad -Strawn
Pool

. Eagle Creek-San ‘Andres Pool
Grayburg-Jackson Pool g
Power Gra;burg-San Andres

Pool
and for the extension of .the

‘Double L-Queen Associated Pool

in Chaves County.

| CASE 4597:

Application of Morris. R. Ant-

weil for lease commingling and

“Gas

for ‘a pressure maintenance pro-
ject, Bddy County, New Mex-‘
‘ lco ’

|| Appticant, ‘in the abwe-styled <
| cause, seeks autherity to insti- !
] tute 3 peessure mainenance pro-

|ject by the injection of water
Ainto -the Delaware formatlm

{ through. his- Guy. A “Reed. Well
No. 2loeatedethotS!0-
tion * 24;- Tovmshl.p 24 Somh,
Range 28 Eas, MalagaDela-
ware Pool, Eddy Cotmty, ‘New'
Mextco

________

duction . Company for a 9
agreemeit, Eddy County, - New
Mexico. Lo

" Applicsat, in” the ab0ve-ﬂyled
cause; seeks approxal df' lhe

Umt Area compnsmg 430 h;:res
more or less, of state lallt in
Section 2, Township. 17 ~S8uth,
Range 30 East, Square  Lake
Field, Eddy County, New Mex-
ico.
CASE 45%: . :
In the matter of the apphcatnn
of the Oil Conservation Com-’
mlts‘on of New Mexico unon its’
a m motion for an order for the
cre;tlon of the fellowing pools:
-~ South Hackberrv-Strawn Peol
in Township 20 South, Range :
. 31 East, 71 Couaty: ‘
Naroon Clefc-fdorro“ Gas Pool |
in Township 20 Socuth, Range’
3f East, Eddy County:
McDonald-Penssylvanian  Pool
in Township 14 SOuth Range
36 East, Iea County;

off-lease -storage, Eddy Couni),

'+ New Mexico.

Applicant, in the above- styled
cause, seeks authority to com- |
mingle condensale produced
frOm his Little Jewel Well No.
1 nad Allen Well No. 1 located in
Uguis F and J, respectively, ot -
‘Section 31, Township 22 South,
‘Range 27 East, and from his
Joell Well,No, 1 located in Unit
C of Section 6, Township 23
S9uth Range 27 East, South

'} Carlsbad-Strawn Gas Poo), Eddy

M"#‘yl ]'-f:-:u o, aner gaep-

lratzon and measurement of the
liqmds from each well. '
‘GIVEN under the seal of the

New Mexico .0il Conservation
Commission at Santa Fe, New
Mavipn, on . thiz 27th day
‘August, 1971, .

STATE OF

NEW MEXICO

OIL CONSERVATION

. COMMISSION

> A. L. PORTER, Jr. -

Secretary-Director
(STAL)
| Published in the Artesia Daily
Préss, Artesia, N. M., Sept. 1,

('Annh

£

o

l!?l Legal No. 4922,

e .
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BEFORE THE OIL CONSFERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION ON ITS OWN MOTION TO
CONSIDER INSTITUTING GAS PRORATIONING
IN THE SOUTH CARLSBAD-MORROW AND
SOUTH CARLSBAD-STRAWN GAS POOLS,
EDDY COUNTY, NEW MEXICO,

Cases No. 4693 and 4694

Consolidated

MOTION FOR CONTINUANCE

Come now Michael P. Grace II and Corinne Grace, by and through
their attofneys, and move tde Commission to continue the above case for a
period of ninety (90) days to permit the moveant's suificient time to present
evidence to establish that the moveant's wells are not producing from the same
common source of supply as the other wells in the South Carlsbad-Morrow and
S;)uth Carlsbad-Strawn Gas Pools and to permit the moveant's, the Commission
and all other interested parties sufficient time to prepare testimony concerning
a proration formula which‘ will most equitably protect correlative rights in the
South Carlsbad-Morrow and South Carlsbad—Sfrawn Gas Pools.

In support of this motion the moveant's state:

l. The moveant's were not permitted an opportunity at the hearing
to establish that their wells were producing from a separate common source
of suppiy other than the South Carlsbad—Mqrrow and South Carlsbad-Strawn
Gas Pools. The refusal to hear such testimény was prejudicial error by the
Commission and if the moveant's are not permitted an opportunity to present
~ evidence that their wells are producing from a separate common source of
supply the moveant's will be deprived of their property without due process
of law and denied equal protection of the laws as the moveant's did not have

actual knowiedge of the hearing held by the Commission which included their




wells within the South Carsbad-Morrow and South Carlsbad-Stréwn Gas
Pools and did not have an opportunity to be heard concerning the matter.

The moveant's submit that the order extending the limits of the South
Carlsbad-Morrow and South Carisbad-Strawn Gas Pool to include the
moveant's wells is void as the moveant's did not have actual notice of the
hearing and the moveant's interest in the subject métter was known to the
Commission and to the other operators in the pool.‘ If the Coromission
proceeds to institute prorationing in the South Carlsbad-Morrow and South
Carlsbad-Strawn Gas Pocls without giving the moveant's an opportunity to

be heard on the question of whether or not the moveant's wells are producing
from the same common source of supply as the other wells within the South
Carlsbad-Morrow and South Carlsbad- Strawn Gas Pools the moveant's will
be deprived of itheir property without due process of law and denied equal
protection of the laws.

2. The evidence presented at the hearing-establishes that there is
not sufficient information available at this time to show affirﬁiatively:\vhether
or not the moveant's wells are producing from the same common source of
supply as the other wells within the South Carlsbad- Morrow and South Carlsbad
-Strawn Gas Pools. Tﬁe hearing should therefore be continued until such time
as evidence is available o permit the Commission to make a reasonable
determination as to whether or not the mioveant's welis shouid be inciuded
in the South Carlsbad- Morrow and South Carlsbad-Strawn Gas Pools. If it
can not be affirmatively established that the moveant's wells are producing
from the same common source of supply as the other wells within the South.
Carlsbad-Morrow and South Carlsbad-Strawn Gas Pools the case should be

dismissed or continued until such time as such evidence is available in order

to protect the moveant's correlative rights, present waste and afford the moveant's

equal protection of the laws.
3. The evidence presented at the hearing concerning the various
proposed proration fomulas is so conflicting that the Commission cannot

at this time make a reasonable determination concerning which formula




will most adequately protect correlative rights and present waste. The
operators and other interested parties should therefore be given additional
time to conduct reservoir studies and make reservoir engineering calcuiations

and determinations and present testimony concerning the same before the

Commission can adopt a formula which will allocate the allowablé production

upon a reasonable bases and recognizing correlative rights.

Of Counsel:”

Hunker, Fedric & Higginbotham, P, A.
P. O. Box 10 :

Roswell, New Mexico 88201

dward P.
ti22 Bank
Albuguerque, New Mexico 87101

Grantham, Spann, Sanchez & Rager
914 Bank of New Mexico Building
Albuquerque, New Mexico 87101

Attorneys for Michael P. Grace II,
Corinne Grace and The City of
Carlsbad.
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May 2, 1972

TETRA TECH, INC.
B3I MOATH AZSENTAD ANO
PASACENA, CALL TSN A 307
TELEPHONE 1213] 442.6400

Michael P. Grace :
P.O. Box 1418 :
Carlsbad, New Mexico .

Dear Sir:

At Tetra-Tech our geologists and engineers have reviewed data pertinent
to the production of gas in the South Carlsbad area and have read with care
. the transcript of the hearings before the New Mexice Oil Conservation
Commission on April 19-20/72. .

We have in our possessioh maps showing the structural geology of the area

on two horizons (Morrow and Strawn) prepared by various operators. We

i ~assume these operators to have been represented by competent geologist,

. In summary four different maps of each horizon are available. The maps

" diffcr in some details but all of them indicate a minimum trend ( a synclinal
swale) separating the greater part of the Grace properties from other pro-
ducing areas of the field. Two of the available interpretations emphasize
the structural separation by indicating a fault within the syncline and
trending approximately north-south.

; Our Tetra-Tech structural interpretation will not be completed for several

i days but we presently assume that features identified Ly 50 inany competent
professionals are valid and indicate a separation of the Morrow reservoir
into two productive areas. We are presently evaluating.the question of
whether these two separate areas communicate as a reservoir or not,

In 2ssessirz the question of potential communication {horizontically or
vertically) within the Morrow formation of the South Carlsbad area we
take note of staternents by emplovees of the Commission as related in the
transcript to the effect that: :
' (1 Unexplained differentials exist between the various wells,
(2) Unexplained anomalies of potential productivity are recorded.
(3) Anomalous or uanexplained pressure draw-downs are noted.
These observations may indicate lack of communication between the areas
of Morrow production, )

In reviewing the transcript we are disturbed to find that an atiempt has been
I made to evaluate production from this area without:
; (1) Waiting for sufficient production history to afford data for evaluation
(see testimony),

Exhibit "B" Page 1
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(2)  Without preparation of an isobaric map to relate in geologic form
the pressure anomalies referred to in the testimony,

(3) Without preparation of an Iso-productivity (or Iso~-deliverability)
map to relate in proper form the productive anomalies referred to.

(4) Without a report of studies (if any have been performed) involving .
the nature of reservoir fluids in the area, for example:

(a) Testimony suggested danger of the loss of potential liquids
by ""Excess' gas production but no liquids are adduced to be
present other than warm salt water,

(b) A record of variable water salinity which might reflect
non-communication between the two areas by Iso-salinity
anomalies has not been prepared.

{(c) Laboratory analyses of the gases produced as related to
the geographic and geologic position of the various wells
were not presented,

In the absence of so much data and analysis normal to proper reservoir
study we offer the following tentative conclusions:

(1) It is cssential that maps and exhibits of the various tvpes described
be prepared before the South Carlsbad producing arcas can be
equitably pro-rated. Tetra-Tech is presently engaged in this study
and will hope to complete the work within.two weeks.

(2) The data as presented appear to indicate that two structurally separa.ted,
non-communicaling Morrow reservoirs exist in the area. .

(3) No data has been presented to indicate that the areas of Morrow
production do communicate {(other than the reiterated statement
that the Commission has, in the past, considered the Morrow to
be one pool. ' '

(4) Shut-in or considerable proration of production from such wells
inthc arca as ar¢ presenily making §ubstantial amounts of water.
(as well as gas) would inevitably result in a high head of liquid being
brought against and above the producing interval. This unfortunate _
result might cause irreversible damage to the individual well or,
potentially, to the reservoir,

Thomas A. Baldwin
Chlo[ f Geologist, Tetra«Dech, Inc.

=N orntea Al (D4
Certified Geologist # 310, A.L.P.G.
Registered Geologist # 175, California
Registered Petroleum Engineer # 789, Ca.
Active Member A A, P.G,
Active Member S.E. G,
Fellow G.S. A,

TB:fp _Exhibit "B Page 2
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BEFORE THE OIL CONSERVATIOMN COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
COMMISSION ON ITS OWN MOTION TO
CONSIDER INSTITUTING GAS PRORATIONING
IN THE SOUTH CARLSBAD-MORROW AND
SOUTH CARLSBAD-STRAWN GAS POOLS,
EDDY COUNTY. NEW MEXICO,

Cases No. 4693 and 4694
Consolidated

STATEMENT OF POSITION
of
MICHAEL P. GRACE Il AND CORINNE GRACE

Michael-P. Grace II and Corinne Grace make the following statement
of position to the Commission:
. In yiew of the evidence presented at the hearing that the purchasers
i ' are ready, willing and able to take all the gas that is being produced‘from the
South Carlsbad-Morrow and South Carlsbad-Strawn Gas Pools and all of the
gas that the wells in the pocl will be capable to producing in the foreseeable
- future, it is our position that the Commission does not, at this time, have
: jurisdiction to institute gas prorationing under the applicable New Mexico
statﬁtes.
2, Even if the Commis‘sion had jurisdiction™to institute gas

prorationing in the South Carlsbad-Morrow and South Strawn Gas Pools

of supply other than the South Carlsbad- Morrow and South Carisbad-Strawn
Gas Pools and the Commission does not have jurisdiction to institute
- proratioriing in the pool the Grace wells are producing from as the pﬁr;chasers
F 7 have testified that they are ready, wii[ing and able to take all of the gas that
| the Grace wells are capable of producing at this time and all of the gas that

they will be capable of producing in the foreseeable future.




3. The order which included the Grace wells within the limits of
the South Carlsbad- Morrow and South Carlsbad-Strawn Gas Pools is void
as the Grace's interest in the subject matter of the hearing held in that
nomenclature case was known to the Commission and the Grace's did not
receive aétual notice of the hearing. It is our position on this point that the
Grace's were denied due process of law and equatﬁprotection of the laws when
they were not given actual notice of the hearing. We submit that constructive
notice probably conferres jurisdiction over unknown parties in interest but
that constructive notice will not confer jurisdiction over parties which the
Commission knows have an interest in the subject matter of the heafing and
the whereabouts of the parties is known to the Commission or can be readily
ascertained.

4, It was prejudicial error for the Commission to refuse to permit
testimony concerning separation of the two pools when the question was raised
as to whether or not the Grace's wells were in fact producing from the same
common source of supply as the other wells in the South Carlsbad-Morrow
and South Carlsbad-Strawn Gas Pools. The effect of this ruling was to deny
the Grace's equal protection of the laws and deprive them of their pi‘operty
without due process of taw. The case should therefore be dismissed or a
new hearing allowed in ofder to permit the .Grace's to present testimony
concerning the rﬁatt‘er.

5. If the Commigsion determines that it will not permit additional
testimony vin this hearing concerning the vertical and horizontal limits of the
South Carisbad-Morrow and South Carlsbad-Strawn Gas Pools it is our positioh
that the hearing should be continued for a reasonable lenght of time in order
to allow all of the operators in the pool sufficient time to conduct studies and make
recommendations to the Commission concerning the proration formula which
will most adequately protecti correlative rights. It is our position that there

was not sufficient evidence presented at the hearing to enable the Commission
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to make a reasonable determination concerning a proration formula at
this time.

6. The testimony presented at the hearing is not sufficient
to permit the Commission to make the findings required by Continental
0il Company vs.ﬁOil Conservation Commission, 70 N.M. 310, and the
Commission must therefofe dismiss the above case or continue the
hearing until the proper evidence has been submitted and the proper
finding Caﬁ be made, a portion of<which is attached hereto being the
Morrow Structure Map and marked Exhibit "A" and made a part hereof.
Also accompanying said map is a large mosaic of aerial phctogra?hs
taken by Dale Carlson, marked Exhibit ''B", and handcarried to the

Commission.

New Mexico Building
Albuquerque, New Mexico 87101

Of Counsel: ,
Grantham,” Spann, Sanchez § Rager
Charles C. Spann

914 Bank of New Mexico Building
Albuguerque,., New Mexico 87101

Hunker, Fedric § Higginbotham, P.A.
George H. Hunker, Jr.

P.0. Box 10

Roswell, New Mexico 88201

Attorneys for Michael P. Grace, II,
Corinne Grace and The City of Carlsbad.
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Fault traced frow Infra-red \Aerial Photos

R26E R27€

~— " —~— Fanlt line on surface

— ==~ «. Fault on Morrow Horizon

The above Morrow Structure Map marked Exhibit -"A"
is amended by me, same showing a fault traced from infra- red
aerial photographs taken by Dale Carlson, geologlst

The fault plane dips between 70 and 80 degreces tc the
West. Its intersection with the Strawn Formation would lie
approximately 200 to 300 feet West of the Penzoil Gulf #1 Well
and  its intersection with the Morrow would lie over 1,000 feet
West of the Pennzoil Gulf Well., Evidence supporting this con-
clusion may be found in pressure differentials between the
Pennzoil Gulf Well and the Grace #1 Gradonoco and the Humble-Grace
wells, further indicating that the fault tends to form a sealing
barrier between wells. This same fault also appears to be approxi-
mately indicated as a surface feature in Cities Service’ Exhlgg

L Fc) Bl

Robert W. Becker
Geologist

Exhibit *A"
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May 4, 1972

ADDITIONAL MEMORANDUM FOR THE BENEFIT OF THE COMMISSION
IN THE MATTER OF CASES No. 4693 and 4694 Consolidated

Not conceding in any way the jurisdiction, authority or
constitutionality of the hearings held on the Morrow-Strawn
Pools of the South Carlsbad Area in Hobbs recently, this
memorandum of law and fact is placed before the Commission in
order to facilitate prospective proper decisions.

While various plans of prorationing the two pools were
proposed and while the general consensus of expert opinion was
that insufficient data had been compiled to arrive at any criteria
whatsoever, nevertheless, one radical plan proposed by the
Antweil interests subsequently recceived additional support from
Llano Pipe Line, and qualified support from Pennzoil United, at
the hearing, on the condition that it be administered by a committee
of the operators as to the standards applied. Cities Service
pointed out at the hearing that the most offensive factor in this
proposal, the use of the size of the perforated interval, was
derived from secondary oil field recovery and not application to
gas-field practice. No proof was adduced as to the relationship
of perforated intervals to reservoir capacity. While, as’ above,
not endorsing the acreage factor used by the.Commission after care-.
ful study in the past, it must be pointed out here that no departure
therefrom can be made as radical and unorthodox as this without
equal time and study.*

With a continuance of the hearing and proper study, as
indicated above, and to explain and authorize the proper standards
for "rateable takes," the Mobil plan, coupled with the Pennzoil
proposition of a commlttee to facilitate the acceptance of
practical standards, would probably be under the appropriate future
circumstances the most adequate, equitable and acceptable. An oral
argument will amplify future endorsement of such a plan when the
appropriate time cccurs for its usage and we hereby oppose
categorically any radical or unorthodox approach to the produc1ng
zones in South Carlsbad.

As to the words "appropriate time', let the Commission be
reminded that the Carlsbad-Grace is being filed for production
as a Strawn well; at least one more well is drilling into the
same Strawn zone and three more are being staked, today or
tomorrow, making void or voidable most of the Strawn exhibits at
the hearing.

Page 1 of 2




Memorandum to the Commission
Page 2
May 4, 1972

. *Enclosed Exhibit "A" indicating a plan of research of the

various proposals.
Sl J D Fr

-

i

Michael P. Grace, 11
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May 2, 1972

TETRA TECH, INC,
620 NORTH ROBEMTAD BND
PASATENA. CALFOANA 807
TELEPHONE (1] 449.6400

Michael P. Grace
P.O. Box 1418
Carlsbad, New Mexico

Dear Sir:

At Tetra-Tech our geologists and engineers have reviewed data pertinent
to the production of gas in the South Carlsbad area and have read with care
. the transcript of the hearings before the New Mexico Oil Conservation
Commission on April 19-20/72. o
We have in our possession maps showing the structural geology of the area
on two horizons (Morrow and Strawn) prepared by various operators. We
assume these operators tc have been represented by competent geologist,
In summary four different maps of each horizon are available. The maps
: ) differ in some details but all of them indicate 2 minimmum trend { a synclinal
' swale) separating the greater part of the Grace properties from other pioe
ducing arcas of the field. - Two of the available interpretations emphasize
the structural separation by indicating a fault within the syncline and
trending approximately north-south,

: ; ; Our Tetra-Tech structural interpretation will not be completed for several -
4 o ' : days but we presently assume that features identified by so many ccmpetent’
o professionals are valid and indicate a separation of the Morrow reservoir
into two productive areas. We are przsently evaluating.the question of
whether these two separate areas communicate as a reservoir or not,

In assessing the question of potential communication (horizontically or
vertically) within the Morrow formation of the South Carlsbad area we
take note of statements by employees of the Commission as related in the
‘tiranscript to the effect that:
(1) Unexplained differentials exist between the various wells,

(2) Unexplained anomalies of potential productivity are recorded.

(3) Anomalous or unexplained pressure draw-downs are noted.
These observations may indicate lack of communication between the areas
of Morrow production, ’ '

In reviewing the transcript we are disturbed to find that an attempt has been
rmade to evaluate production from this area without:
(1) Waiting for sufficient production history to afford data for evaluation
(sce testimony). '

Exhibit '4" Page 1
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(2) Without preparation of an isobaric map to relate in geologic form
' the pressure anomalies referred to in the testimony.

(3) Without preparation of an Iso-productivity (or Iso~deliverability)
map to relate in proper form the praductive anomalies referred to.

(4) Without a report of studies (if any have been performed) involving
the nature of reservoir fluids in the areca, for example:

{a) Testimony suggested danger of the loss of potential liquids
by "Excess' gas production but no liquids are adduced to be
present other than warm salt water.

(b) A record of variable water salinity which might reflect
non-communication between the two areas by Iso-salinity
anomalies has not been prepared.

(c) Laboratory analyses of the gases produced as related to
the geographic and geologic position of the various wells
were not presented,

In the absence of so much data and analysis normal to proper reservmr
study we offer the fol)owmg tentative conclusions:

(1) It is essential that maps and exhibits of the various types described
be prepared before the South Carlsbad producing areas can be
equitably pro-rated. Tetra-Tech is presently engaged in this study
and will hope to complete the work within two weeks.

(2) The data as presented appear to indicate that two structurally separated,
non-communicating Morrow reservoirs exist in the area,

(3) No data has been presented to indicate that the areas of Morrow
production do communicate (other than the reiterated statement
that the Commission has, in the past, considered the Morrow to

_ be one pool, ‘

{4) Shut-in or cons:derable proratxon of productlon from such wells
ll'l L(lt: area as are preacuuy IIl_dKlIlg BuDBLdlll.l.dl dlllUulltB Ql. Wébc‘l N
(as well as gas) would inevitably result in a high head of liquid being
brought against and above the producing interval,’ This unfortunate
result might cause irreversible damage to the individual well or,
potentially, to the reservoir, '

Thomas A, Baldwin
Chief Geologist, Zetr ch, Inc.
CSNHeveca ¢ 0 ’
‘ o Certified Geologist # 310, A, L P. G,
\ Registered Geologist # 175, California
Registered Petroleum Engmeer # 789. Ca
Active Member A, A. P, G,
Active Member S.E, G,
Fellow G. S, A,
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BEFORE THE
OIL CONSERVATION COMMISSION OF NEW MEXICO

IN THE MATTER OF THE HEARINGS |
CALLED BY THE OIL CONSERVATION |

COMMISSION ON ITS OWN MOTION TO CASES:
CONSIDER GAS PRORATIONING IN THE No. 46937 |
SOUTH CARLSBAD~-MORROW, AND THE No. 4694 i

SOUTH CARLSBAD-STRAWN GAS POOILS,
EDDY COUNTY, NEW MEXICO . ‘

CLOSING STATEMENT OF
PENNZOIL UNITED, INC.

Comes now Pennzoil United, Inc., one of the participants
in the above cases, and submits its closing statement pursuant
to order of the Commission in the foregoing cases, heard on a
consolidated record at Hobbs, New Mexico, April 19 and 20, 1972.
These cases were called by the 0il Conservation Commission
of New iMexico for the purpose of considering the necessity of | 1
prorating the gas production from the two pools involved, and
to consider the manner in which such prorationing of production
should be handled, in the event the Commission found it necessary
to institute prorationing.

Necessity for Prorationing:

The 0il Conservation Commission witness, Elvis Utz, stated

three reasons he felt it was necessary to prorate production in

the two pools involved: 1) There are two pipeline connections
in each of the pools involved, making it difficult if not
impossible to insure ratable taking of gas from the different

wells; 2) Some wells have split connections, that is they are

connected to both of the two pipelines, making it impossible

for the pipelines to determine how much gas should be taken

from the wells; and 3) Several wells have been assigned a

-1-




penalty factor by the 0il Conservation Commission because of
their unorthodox location, which factor is meaningless in the
absence of prorationing.

In addition, Pennzoil's witness, J. C. Raney, testified
that unless there is prorationing in the pool to prevent un-
controlled withdrawals, there is a danger that waste will
occur,

On the basis of the testimony, bolstered by the testimony
of other witnesses to the effect that they felt prorafioning
essential, the pool should be prorated to protect correlative
rights of the operators in the pool, and to prevent waste.

Duties of the Commission:

The duties of the 0il Conservation Commission when it
prorates production are set out in Sections 65-3-13, 65-3-1i,
and 65-3-29, New Mexico Statutes 1953, as amended, with which
the Commission is theroughly familiar. We would, however, like
to quote a portion of Section 65=3-1l 3

(a) The rules, regulations or orders of the Commission
shall, so far as it is practicable to do so, afford to-

the owner of each property in a pool the opportunity to

produce his just and equitable share of the oil or gas,

or both, in the pool, being an amount, so far as can

be practically determined, and so far as can be practicably

obtained without waste, substanially in the proration that

the quantity of the recoverable oil or gas, or both, under
such property bears to the total recoverable oil or gas,
or both, in the.poal, and for this purpose to use his

Just and equitable share of the reservoir energy.

The foregoing section is substantially the same as the
statutory definition of “correlative rights", as set out in
Section 65=3-29H, Under the terms of Section 65-~3-13, (c),
the Commission, in prorating the total allowable of natural gas
from a pool, is required to recognize correlative rights,

The New Mexico Supreme Court has had occasion to pass on

these provisions of the New Mexico Statutes in two cases:

-2




Continental 0il Company v. 0il Conservation Commission, 70 N.M.

310, 373 P. 2d 809; and El Paso Natural Gas Company v, 0il

Conservation Commission, 76 N.M. 268, 414 P, 24 496,

In these two cases, the first dealing with a gas pro—
rationing order in the Jalmat Gas Pool, Lea County, and-the
second dealing with a gas prorationing order in the Basin-
Dakota Gas Pool, in Northwestern New Mexico, the Supreme
Court determined that the Commission, in prorating gas, must
determines '

1) The aount of recoverable gas under each producers'
tracte.

2) The total amount of recoverable gas in the pool,
3) The proportion that 1) bears to 2).

L) What proportion of the arrived at proportion can be
recovered without waste.

that a proposed new formula must be shown to have been "based
on the amounts. of recoverable gas in the pool ané under the
tracts, insofar as those amounts can be practicably determined
and obtained viithout waste", |

In the face of the statutes, and the court decions, this
Commission cannot prorate gas production in the two pools in-
volved on any basis other than one that gives consideration to
the reserves in the pool, and under the various tracts.

Evidence to be Congsidered:

The Commission, during a day and one-half of testimony
and numerous exhibitsg, heard considerable evidence about the
two pools involved in these cases. However, the only evidence
on the question of gas reserves in the ponl and under the tracts

of the individual operators was that offered by R. M. Williams

for Allen Antweil, and by J. C. Raney for Pennzoil United, Inc.
-3-




Briefly, the other evidence offered dealt with the diffi-
culties in arriving at a proration formula. Cities Service
0il Company‘rejected any other consideration and proposed the
pool be prorated on the basis of acreage. This would give all
wells in the pool substantially the same allowable, except for
the penalized wells, although all witnesses testified that there
was considerable differenceAin the character of the pools across
their entire area. ’

Acreage is only one factor thaf could Bé considered by
the Commission, if it follows the statutory injunction. It
must also give consideration to thickness, porosity, permability,
water saturation, and other factors that have a bearing on the
computation of the gas reserves underlying the pools and the
tracts. The cross section offered by Mr. Williams showed a
wide variation in the net nav from one well +o ancther, and
his testimony, supported by that of Mr. Raney, clearly showed
that if allocation of production from the wells is made on an
acreage basis, correlative rights will not be protected.

Both Mr. Williams and Mr. Raney testified that at the
present state of knowledge of these pools, and with the scant
productive history available, a pore volume calculation is
the best method available for determining reserves in the
two pools. L

Pennzoil proposed that a pore volume calculation be made
for each well in the pool. Mr. Raney testified that there is
sufficient information presently available to make this
calculation, and that from this calculation, a determination

of the reserves underlying each well can be made, and the

reserves in the reservoir can be determined.




At first glance it may appear that it would be difficult to
obtain agreement on the various parameters contained in the
Pennzoil formula, but these are matters every operator deals with
in evaluating his holdings in any particular reservoir, in deter-
mining whether he will drill or not, and in dealing with other
oﬁeratorse As Mr. Raney testified, the basic information is
available., As Mr. Stamets testified for the Commissions “If
all the operators sat down together they could probably come up
with somé parameters that would be aééeptable e o «", and the
Proposal made by Pennzoil will not impose an undue burden on
the Commission. Approached in a cooperative spirit, and with
a genuine desire for equity and conservation, the proposed
formula would provide the framework for prorating the South
Carlsbad-Morrow, and South Carlsbad-Strawn Gas Bools. At
the same time 3t would not lock the Commission inbo a fimal figure
such as that resulting from a present computation of reserves,
which could change as additional information is obtained about
the two reservoirs, after inequities have resulted.

It was commented by one witness that fifteen pools in
Southeastern New Mexico are prorated on the basis of straight
acreage, and none on any other basis. That is, in itself, a
poor reason for grafting the system on a new pool. It.should
also be pointed out ihat only one request for a different system
has ever been made in Southeastern New Mexico, in the Jalmat Gas
Pool, where the Court found the proposed system did not give

consideration to the reserves in the pool and underlying

the individual tracts within the pool.
‘It is urged that the Commission adopt the formula pro-

posed by Pennzoil United, Inc., as an egquitable means of

-5-




giving full consideration to the reserves in the pool, and
reserves underlying each owner's tract, the relationship of
one to the other, and the amount of that figure that can be
obtained without waste, In-.other words.’the proposed
formula gives full consideration to the protection of
correlative rights as defined by the statutes, and the New
Mexico Supreme Court.;

Respectfully submitted.

PENNZOIL UNITED, INC.

By v, Wetddodz
LAHIN & FOX
P. 0. Box 1769
Santa Fe, New Mexico 87501

ATTORNEYS FOR PENNZOIL UNITED, INC.

CERTIFICATE OF SERVICE

I hereby certify that I served a copy of the foregoing
Statement on all counsel of .record in the above case by
mailing a copy thereof, addressed as shown in the Commission's
letter of April 25, 1972, this 5th day of May, 1972,

A% W . \'(.—bu..l.\'

Atyorney for Pennzoil United;‘Iné.
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BEFORE THE OIL CONSERVATION COMMISSION 9 _ B
OIL CONSERVATION COMM.
STATE OF NEW MEXICO Santa Fo

IN THE MATTER OF THE HEARING CALLED BY

THE OIL CONSERVATION COMMISSION ON ITS

OWN MOTION PO CONSIDER INSTITUTING GAS

PRORATIONING AND THE ADOPTING OF

SPECIAL RULES AND REGULATIONS INCLUDING No. 4694

PROVISIONS FOR ALLOCATING THE ALLOWABLE
PRODUCTION AMONG THE WELLS IN THE -SOUTH
CARLSBAD STRAWN GAS POOIL, EDDY COUNTY,
NEW MEXICO.

CLOSING STATEMENT OF MORRIS R. ANTWEIL, OPERATOR,
AND DELTA DRILLING COMPANY AND -MABEE PETROLEUM
COMPANY, NON-OPERATORS

The statutes direct the New Mexico 0il Conservation
Commission (the Commission) to allocate allowables on the basis
of reserves under each tract in proportion that such reserves
bear to the total reserves in the pool. Section 65-3-14(a)
N.M.S.A., 1953 subétantially directs that the rules, regulations
and orders of the Commission provide for allocation of allowables
on the basis of reserves. Section 65-3-12(c) further provides
for such allocation from gas wells in a éool to be on a reasonable

basis and recognizing correlative rights.

DETERMINATION OF RESERVES

Antweil presented testimony on the South Carlsbad.
Strawn reservoir exhibiting the determination of the reserves
ﬁnder each proration unit, the to*al reserves in the pool, the
relationship that each proration unit's reserves bears to the
total pool reserves, and what pbrtion of the determined reserves
can be recovered without waste.

The testimony clearly demonstrated that the correlative

rights of the working interest and royalty interest owners of the
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tracts with better reservoir development would be seriously
violated if the South Carlsbad Strawn Pool is not prorated
and if the allocation of allowable does not consider the
thickness and quality of the pay development. Antwei; has
recommended that the allowables in the South Carlsbad Strawn
Pool be allocated on the basis of the determined reserves.
Allocation of the allowables on the basis of acfeage
rather than reserves would permit the confiscation of approxi-
mately 37% of the Antweil reservoir energy from the initial
day of such allocation, representing a potential loss from the
3 Antweil tracts of 18 billion‘cubic feet of gas having a value

of five million dollars.

VALIDITY OF RESERVES DETERMINATION

A question asked during the hearing raised the possi-
bility of an inaccuracy in the absolute value of the reserves
determined; however, it was not questioned that the relative
valﬁé of the reserves determined for the iﬁdividual proration
units would provide an accurate measure of equitable prop0rtion

of the total field reserves held by each proration unit.

The determination of reserves inherently is interpretive.

Antweil presented his determination of reserves for the benefit
of the Commission; but the Commission must make the final inter-
pretaﬁion.

Interpretationé by the Commission are necessary and(
usual, the many duties of the Commission requiring such interpre-
tations as a matter of course and on a regular basis. All of

the following hearings held by the Comnission since its forma-

tion required an interpretation by the Commission of geologic




and engineering data similar, to a greater or lesser degree, to
that being requested by Antweil in determining reserves herein:

273 cases for non-standard proration units,

370 cases for unorthodox locations,

475 cases for secondary recovery projects,

368 cases for unit agreements, and

23 cases for o0il or gas proration.

The fact that the determination of reserves is inter-
pretive was no deterreﬂt in the Basin Dakota Case, Case No.
2504, Order No. R-2259-B, affirmed by the New Mexico Supreme

Court in El Paso Natural Gas Company v. Oil Conservation Commission,

76 N.M. 268, 414 P.2d 496 (1966}). In that case, the Commission
determined 2.255 trillion gas reserves under approximately 700
wells covering approximately 224,000 acres. In the instant
case, Antweil is asking the Commission to determine reserves

ohl?rin 7 compieted wells covering some 2,240 acres.

PRACTICALITY OF ALLOCATION ON BASIS OF RESERVES

The only substantive question raised at the hearing

on the South Carlsbad Strawn Pool concerned the practicality

of allocation of allowabhles based on reserves. The Commission
Staff questioned the practicality, but no other party objected
to such an allocation. Antweil submits that such allocation
is practical as shown:in this hearing as follows:

1. Testimony of operators in the field as to its
practicality was substantial. Antweil in fact determined re-
serves for the field as shown by his Exhibits 1 through 10.
Pennzoil United stopped one step short of determining reserves by

its recommendation of a hydrocarbon pore volume allocation, did




not gquestion Antweil's determination of reserves, and concurred
that determination of reserves is necessary under the statute.
2. Testimony established, including testimony from
the Commission's Geologist, that determination of reserves in
any field by the method used by Antweil is a usual practice
in the industry and is applied to most fields as a matter of
course.
3. The Coimission GeologiSt, in his testimony, de-
clared that he would so calcﬁlate reserves if directed‘by’the
Commission.

SOUTH CARLSBAD STRAWN COMPARED
WITH SOUTH CARLSBAD MORROW POOL

Antweil has taken no position on the allowable alloca-
tion of the South Carlsbad Morrow Pool, consolidatéa’for purposes
of hearing Withithe Sbuth Carlsbad Strawn Pool. There was con-
siderable testimony presented in the consolidated hearing showing
that the Morrow pay is inconsistent, confusing and difficult to
determine or evaluate. This teétimony muSt not>be applied to
the Strawn reservoir. The differences in the reservoirs are
these, as brought out by the Commission geologist and other
witnesses in their testimony:

i. The Morrow reservoir is]undefined, with additional
wells being drilled, completed, staked and planhed;
on the other hand, the Strawn reservoir is completely
developed and defined, so far as can be reasonably |
determined, making a determination of both tract

and total reserves in the pool relatively éimple.




2. The Morrow sand pay is composed of many separate
stringers, many of which have not been tested and

are difficult of determination as to whether pro-

ductive or not. The Strawn formation is homo-
geneous limestone with all porosity within the
section being interconnected. Thus, the deter-
mination of porosity and net pay, the principal
cénstituents of reserves determination, is rela-
tively simple.
3. The Morrow formation produces varying amounts
of water in different wellé, affecting pressures
and the determination of whether a sand stringer
is productive or not. The Strawn formation pro- I
duces no appreciable water, effectively ruling }

out one variable in reserves determination.

Antweil therefore submits that any determination as

to the practicality of reserves detérmination in fhe Morrow
Formation should have no effect on such determination in the
Strawn Formatioh in the South Carlsbad pools. Should the
Commission decide that reserves determination and allocatiocn

is practical in the South Carlsbad Strawn Pool and impractical

in the South Carlshad Morrow Pool, the industry would be afforded
excellent guidelines as to the Commission's viewpoints for future

allocations in other fields.

LACK OF OPPOSITION TO ALLOCATION BASED ON RESERVES

In the South Carlsbad Strawn portion of this hearing,

Antweil determined reserves and Pennzoil suggested a determina-

tion of hydrocarbon pore volume, the principal constituent of




reserves calculation. No operator questioned that the method

of reserves determination and allocation was anything but
practical and proper. No evidence for any other allocation
formula in the Sbuth Carlsbad Strawn Pool was'submitted by

any party. The lack of controversy and substantial concur-
rence between operators in the pool should be given considerable
weight by the Commission.

PRECEDENT SETTING EFFECT OF ALLOCATION
OF ALLOWABLE BASED ON RESERVES

Allocation of the allpwable in the South Carlsbad
Strawn Pool baséd on reserves would be a precedent-setting
. decision. The Commission pointed out that 15 gas fields are
currently being prorated in Southeast New Mexico, all on an
acreage basis. This should be no factor in the Commission's
deterhination, inasmuch as in all the original hearings prorating
these 15 fields, no party requested anything other than acreage
proration. In the Basin Dakota case mentioned above, the Com-
nission specifically found in Finding No. 10 of Order No.
R-2259~B, that there was no direct correlation between acreage
and reserves, and therefore, that acreage should not be used
as the solé criterion for allowable allpcatibn. This finding
- comports with the evidence submitted at this hearing.

The Commission has always been progressive in adopting
new methods where the evidence justifies. The statement pre-
sented by the Director of the Commission at the morning session
of this hearing, to the effect that thé Commission will entertain
applications for increased allowables when presented with evi-

dence that such an increase would not damage the reservoir,




gives proof of the Commission's willingness to change to meet
new conditions and to fulfill its statutory directives. Any
precedent-setting effect of allocation of allowable based on
reserves for the South Carlsbad Strawn Pool can only fufther
justicé and eguity in the administration by the Commission of
its legislatively created duties.

Law Offices of
McDERMOTT, CONNELLY & STEVENS

Santa Fe, New Mexico 87501

ATWOOD, MALONE, MANN & COOTER
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CITIES SERVICE OIL COMPANY E‘ 2ol 2hgi e' Soerwce Buildi
O
MAY 5- 1972

s@, Oklahoma 74102
OlL CONSERVATION COMM
Santa Fe
May 3, 1972

0il Conservation Commission
State of New Mexico

P. O. Box 2088

Santa Fe, New Mexico 87501

Attention: Mr. A. L. Porter, Jr.

Re: South Carlsbad-Morrow and
Strawn Gas Pools, Case No. 4693
and Case No, 4694

Gentlemen:

Attached are two copies of the Closing Statement of
Cities Service 0il Company in the subject cases. The
Statement is submitted in accordance with the Commission's
ruling that such statements would be accepted within 15
days of the date of hearing.

Very truly yours, |

- 7
Xi;;4a625f452&2é;4§é¢ﬂ6/
Robert F. LeBlanc
Senior Attorney
RFLeB
o
Enclosures
cc: Mr. George M. Hatch -w/Attach.
Mr. Charles C. Spann -w/Attach.
Mr. George H. Hunker, Jr. -w/Attach.
Mr., Donald S. Stevens ~w/Attach.
Mr, Jason Kellahin -w/Attach.
Mr. Edward P. Chase -w/Attach.
Mr. Fincher Neal -w/Attach.




BEFORE THE OIL CONSERVATION COMMISSION

STATE OF NEW MEXICO

SOUTH CARLSBAD-MORROW
GAS POOL - CASE NO. 4693

In the Matter of the Hearing
Called by the 0il Conservation
Commission on its Own Motion to
Consider Instituting Gas Pro-
SOUTH CARLSBAD-STRAWN GAS rationing in the South Carlsbad-
; POOL - CASE NO. 4694 Morrow Gas Pool and South Carls-
! bad-Strawn Gas Pool, Eddy County, .
New Mexico. -

Nt Nt Nt Nkl Nt Nyt

Hearing Held in Hobbs, New Mexico
on April 19 and 20, 1972

STATEMENT OF CITIES SERVICE OIL COMPANY

TQO THE HONORABLE NEW MEXICO OIL CONSERVATION COMMISSION:

Cities Service 0il Company ("Cities") is the owner
of extensive leasehold interests in the South Carlsbad Fields.
It operates four Morrow gas wells, owns a working interest in
a fifth Morrow well and operates one Strawn wéll. Because of
its interests and in order to protect the correlative rights
of all parties in the field, Cities took an active part in
the subject hearings and recommended that the Morrow and
Strawn gas pools be prorated by this Commission.

Each of the subject pools should he prorated be-

S A AT AL

cause (1) there are two pipeline purchasers taking gas from

PR

each pool, (2) split takes exist from wells in the pools,
and (3) penalty factors have been assigned wells for non-

standard locations and such are meaningless without an

allocation formula. Each of the items mentioned point toward
allocation as necessary to protect the correlative fights of

all parties in the fields.

Cities recommends that the Morrow gas pool be pro-

rated on an acreage allocation formula basis as the record
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will show that this is the only practical basis on which

to allocate this gas pool. With respect to the Strawn gas
pool, however, Cities would have\no objection to the alloca-
tion formulae proposed by the other participants at the hear-
iing, assuming the Commission believes it can effectively
administer proration under the formula it adopts.

MORROW GAS POOL

The record will show that the productive limits

of the Morrow Pool have not been finally determined. The
- approximate 600.feet of Morrow formation is not homogeneous
and is comprised of numerous stringers. There seems to be

no pay zone common to every well in the pool. The Morrow is

a very complex reservoir and it is very difficult to determine
the exact net feet of pay for each well., The record will show
that‘fhe only way to know if a particular zone in a well will
duce is to perforate and test the zone. 'Evénr;ftér'a
successﬁulvtest, there is no way of knowing, and it is inter-
pretive, as to whether or not the same thickness of the zone
extends throughout the particular 320-acre gas unit. No céres
have been taken in the Morrow Formaticn, and the factors such
as net feet of pay, porosity, water saturation and permeability
are interpretive and tend to confuse reserve calculations.

The Commission should note that not one isopachous
map for the Morrow Formation was submitted at the hearing.
Witnesses for a more precise reserve type allocation férmula
testified that the above factors and the preparation of isopachous
maps could be worked out by operators in the field and by the
Commission staff. What if these differences cannot be‘resolved
or some operators would not attend the joint work sessions? The
burden would then be on the Commission staff to resolve the
differences, and Cities submits that due to the geological make~

up of the Morrow Formation, any conclusions would be arbitrary.




With respect to the possibility of using deliver-
ability as the allocation formula, the record will clearly
show that deliverability is not indicative of recoverable
reserves. Open flows of wells very widely. To illustfate,
one particular well had four times greater deliverability
than another well located only 1300 feet away, both wells
appearing to be producing from the same zone. Additionally,
open flows will change under varying conditions according to

test procedures and cleanup time.

Finally, Cities submits that the record in this
matter:strongly supports that thé South Carlsbad-Morrow Gas
Pool should be prorated on an acreage allocation formuld.'
Ninety-nine and six-tenths percent of the prorated gas or
15 gas pools in southeast Neﬁ Mexico are prorated-on an
acreage allocation formula. Cities respectfully requests
that the Morrow Gas Pool be prorated on an acreage allocation
formula since acreage is one of the best and most accurate
factors to be used in determining recoverable reserves.
Adoption of an acreage allocation formula will protect the
correlative rights of all interest owners and will give each

such owner the opportunity to recover his fair share of the

reserves.
Dn‘uncxﬂ‘l-Fn'l Ter esribhmas 83 N
AN AT P A N A WL D\lulll&l—bcu,
3}
s
i CITIES SERVICE OIL COMPANY
By Wﬂ/f%/o
Robert F. LeBlanc
Senior Attorney
May 3, 1972
RFLeB
o




I.LILANOQO, INC.
PHONE 3983-2183 P. O. DRAWER 1320
) HOBBS, NEW MEXICO 88240
IO
R. F. MONTGOMERY 2 [ fi\) ;SZ{ DWIGHT TEED
PRESIDENT April 24’ 1972 U ’;{i@?ﬂilj_ E SECRETARY-TREASURER

APR 261972

OIL CONSERVATION COMM.
Santa Fe

Mr, A, L, Porter, Jr,

0il Conservation Commission
Po o. Box 2088

Santa Fe, New Mexico 87501

Dear Mr, Porter:

As Qirected,-this letter is Llano, Inc,'s position in Caée No.
Cf?f}concerning the South Carlsbad Strawn Reservoir,

Llano, Inc, favors the proposal as presented by Morxris R, Antweil
in testimony during the April 19th Hearing held in Hobbs, New
Mexico. It is Llano's opinion that Antweil's proposal, or varia-
tion thereof, to prorate the Strawn Reservoir on reserves will

be the most equitable method of proration to all parties concerned.

ours very truly,

|

Raddall F. Mohtgo‘ei'y‘ \

DLG/zs

cc: Jason Kellahan, Santa Fe (Pennzoil)
Charles Span, Albuquerque (Grace)
Don Stevens, Santa Fe (Antweil)
Terry Davis, Midland (Superior)
Jim Thomas, Houston (Trans Western)
Robert F, LeBlanc, Tulsa (Cities Service)
Alan Antweil, Hobbs (Antweil)




SOUTH CARLSBAD-MORROW PRODUCTION BASED ON EXTRAPOLATED
PRODUCTION FOR THE GOPOGO WELLS NOS. 1 & 2

Actual October, 1972 Production 1,214,845
Est. Gopogo No. 2 Production (actual 25,330) 515,033
Est. Gopogo No. 1 Production (actual 1,383) 29,251

Total Est. Pool Production . 1,759,129

18 wells; 17.02 Ac. factors

1,759,129 + 17.02 = 103,356 per 1.00 (320 Ac.)

.99 = 102,322 .61 = 63,047
.98 = 101,288 ~ .51 = 57,711
.97 = 100,255

First Classification Results 1-1-73; 12 Marginal Wells, Prod. - = 433,081
1,759,129 - 433,081 = 1,326,048 + 5.44 = 243,758

.99 = 241,320 : .51 = 124,316
.98 = 238,883 '
.97 = 236,445

Second Classification Results 7-1-73; 15 Marginal Wells, Prod. = 902,677

1,759,129 - 856,452 = 902,677 + 2.51 = 359,632
.51 = 183,369

Third Classification Results 1-1-74; 16 Marginal Wells, Prod. = 949,150
1,759,129 - 949,180 = 809,949 + 2.0 = 404,974

Fourth Classification Résults 7-1-74 - None

Fifth Classification Results i-1-75; 17 Marginal Wells, Prod. = 1,244,096

1,759,129 - 1,244,096 = 515,033 + 1 = 515,023

. Proration rno longer necessary with these conditions.
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Corinne Grace, City of Carlsbad Well {1

1980 { 151,660 { SL,
Section 25-T225-R 26 I§
South Carlsbad, Morrow Pool

This study evaluates the probable effect of reducing the production
rate {or shutting in) City of Carisbad, Well #l. In summary, such an action
would cause water invasion of the gas producing interval with permanent

damage to the well and Lo the surrounding arca of the field.

The subject well was drilled to 11, 970 feet then perforated in the Morrow
formation between 11, 516 feet and 11, 522 on 1/12/7;. The total porous inter-
val involved“ (referred to as the M + 300 zone), is 20 feet thick, from 11, 512 to
11, 532 fect.

’ After perforation the well was swabbed for 45 days with an increasing
gas rate and decreasing water rate. The. total water produced (estimated
from disposal shipments) was 63,000 barrels. In 3/2/7 the well was shut
in while awaiting connection as a commercial gas well. Between 2/2/72 and
2/25/72 the well was swabbed down for production (producing 32,000 barrels ’
of water) and hooked up.

Between 2/25/72 and the ‘present, the well has pr'oducevd gas (stai‘tjng at
9150 Mcf/D'raté) and water (starrt?ihg at 1000 B/D rate but quiékly stébi{lizing at
750 B/D). During this period, 260,000 barrels of water were prodﬁced. About .

. 350,000 barrels of water have been produced in total. Some of the water has

been used as salt drilling fiuid in later wells, the balance being disposed of

in a salt water injection well.

Draining Radius Study

This part of the study was pgrfdrmed to evaluate the effect on neigh-
boring éroperties of producing‘ Ci&y of Carlsbad Well #] at the present ga:s and
water rates. In summary, at the present Eﬁfater production rate the up-dip
properties will not be effected for at least 20 years,

Before the subject well could pull‘gas down structure from the neigh-

boring producers, it would have to produce 5. 5 million barrels, about 20 times

the true production,




These parameters arc (:xprcss;cd in Drainage Radius Cuarve YA
(Radius of Drainage versus volume of waler production) which demonstrates
that water produclion to dale has come from a drainage area with a radius
of not over 450 feet. The closest propertly not operated by the Grace
interests is 2,000 fcct away, ' '

During the initial swabbing peviod (1/12/71 to 3/2/71) some gas was
produced almost immediately. Thus, it is nccessary to assume that gas
saturated sand was exposed in the well bore, but that initially higher pressure
existed at the bottom of a water saturated zone. Under these conditions
preferential production of water occurred until the water reservoir pressure
was reduced to a stabilized balance with the pressure in the gas column.

This condition was feached in about 1 month after line connection and there-
after, the well has produced 750 B/D of salt water and ( m mcf/D of gas.

From this data and study of the clectric log it is calculated that the
20 foot porous zone consists of 10 feet of gas sand above 10 feet of water sand
with free vertical communication.

Drainage Radius Curve '"B'' represents drainége radius versus pro-
duced water volume for a 10 foot interval of water saturated zone. This curve
indicates that all water preoduced to date represents a drainage area of radine
650 feet, More than 10 times this volume must be produced before any effect
occurs on the nearest non-Grace properties.

Drainage Radius Curve '"B' is the best present_representation of re-
servoir conditions in the vicinity of City of Carlshad Wei_l #1.

) Two drainage maps have been prepared: Drainage Area Map "A"
representing the hypothetical case evaluated by Draindge Curve "A'" and
Drainage Area Map "B' the best present representation as evaluated by Drain-
age Curve "B, .

Differential Pressure Analysis

Two illustrations are offered (I & II), each shows a portion of the
Gamma Ray & Acoustic logs for the subject well enlarged to the scale 1"=3",
The porous interval 11, 512 to 11, 532 is clearly indicated by reduced

velocity on the Acoustic-I.og in each illustration. Gas Saturation and water

saturation are indicated respectively by red stippling and blue stippling. i




Iustration I includes two curves, a red curve (based upon Initial
shut in pressure prior to production) shows pressurc through the gas zone
to have been approximately equal {3150 psi surface recorded) and further
indicates an incrcasc in bottom hole pressure responding to the 10 foot head
of water involved. This 5 pound pressure increase at the bottom of the zone
was, prior to production, in stable adjustment. Illustration I shows (in
green) the estimated instantancous pressure gradient that would result if the
well were shut in today. Since water productivity has stabilized at about -
50% of the initial record it is estimated that hydropressure at column botfom
has been reduced 50%, from 5 pounds to 2..5 pounds. Similarly, gas pré'réélxre
has been reduced but to a greater degree since the gas is depletable while
water in the Morrow appears to be replenishable.

Illustration II indicates the result that must be anticipated should the
subject well be shut-in, or flow sharply restricted for any substantial period.
It must be anticipated that water pressure would quickly be restored to
normal (3155 1bs. ), while pressure in the gas column would rise more slowly
and would never return to the original co-ndition, but would reflect the deple-
tion caused by gas production to the present by reaching a maximum of about
3145 lbs, The difference in pressure between the gos zone and the bottom
of the water zone would be about 10 pounds, a force sufficient (under res- )
triction of prdduction) to lift the water level to the top of the porous interval.
The resulting invasion of the gas zone would very probably result in the loss of

City of Carlsbad Well #1, and would at the least restrict or possibly destroy

any gas production capacity in portions of the surrounding properties.

Conclusion:

The most efficient rate of production for City of Carlsbad Well #1
coincides with the only possible economic rate of production, that rate which

results in stabilized water production of about 750 B/D.




Corinne Grace, City of Carlsbad Well #1

Drainage Radius Curve HA L

Hypothetical 20 feet of

Water Saturated Interval

Drainage Radius vs Volume of Water Produced

assume 15% average porosity

20! of porouvs sand, water saturated

R = Radius of Drainage - 0,000
V = Volume of pore space (Barrels)
v «R% (20) (.15) (8000)
43,560
v = wrZ (£90) = R? (1.732) n
3 *§=1,500, 000
[s4 .
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Corinne Grace, City of Carlsbad Well #1

Drainage Radius Curve "B'"

Calculated with a

10! column of
Water Saturated Sand

Drainage Radius vs Volume of Water Produced

asgume 15% average porosity » = 2,000,000
10 feet of porous water saturated Sand )
R = Radius of Drainage -

V = Volume of pore space (Barrels)

_ =RZ (10) (.15) (8000)
= g0

1, 502, 000
V =g RZ 1396%) = R% (. 866)

JUME WATER PRODUCED (BARRELS)

Where: R =10, V = 86.6 Barrels
R =100, V =8,660 Barrels /
R =200, V= 34,640 Barrels L1, 060, 000
R =400, V =138,570 Barrels
R = 700, V = 424,000 Barrels
R = 1000, V = 866,000 Barrels
R =1500, V =1,948,500 Barreis
R = 2000, V = 3,464,000 Barrels
== 500, 000
L. 400,000
<%~ Total Water L
1 ‘Produced to date. e300, 000
‘ : rZOO, 000
To 2/25/72 & \
To 3/2/71 : o | —100, 000
DRAINAGE RADIUS {(FEET)
'
| | | | I | )
10 100 200 300 400 500 600 700 800 90_0 1, 000 1, 100




CORINNE GRACE, NO.! CITY OF CARLSBAD

DRAINAGE AREA vs WATER PRODUCTION ASSUMING 20' WATER COLUMN
' MAP A
GRACE
GOPUGO NO. |

| Total water production
. \ to date.
Future drainage areag

after theoretical wate

/95, 000 Bbls. swabbed by
production of 1 million 2/25/72.
barrels.

> 63,000 Bbls, swabbed
H~ before completion,

.$/2 Sec. 25,T22S,R26 E

SOUTHEAST
CORNER
At present rate 20,3 years of
production would increase the

drainage area to the Eastern
lease-line.

SCALE "= 500’ @




' : CORINNE GRACE, NO.1 CITY OF CARLSBAD
DRAINAGE AREA vs WATER PRODUCTION ASSUMING 10' OF WATER COLUMN

MAP B

GRACE
GOPOGO NO. |

Future drainage area
with theoretical water
production of 1 million%
y barrels.

o
Q
vl

o

- Total water production
to date.

95,000 Bbls. swabbed by -
2/25/72 (Hook-up).

J'v63,00U Bbls. swabhed
before completion.

S/2 Sec.25,T22S, R26E

SCALE
1" = 500"

h

1

SCALE 1"= 500’




CORINNE GRACE, NO.1 CITY OF CARLSBAD

GR. SONIC

Original
SIP

, 28—

!

-11,530' ‘ -
_ 155 Y! 3i40
f Preproduction . Potential ISIP
b Pressure Gradient pressure gradient
(stable). - - f under stabilized

| ‘ flow conditions,




CORINNE GRACE, NO.1 CITY OF CARLSBAD I

SEVERE RESTRICTION OR SHUT-IN RESULTING IN WATER INVASION
GR. SONIC

Original |
SIP . ISIP

3145 ' 3140

T

3150
-

1 ‘ 1
T 1 |
3185 \\ - 3150 3145 3140
Estimated pressure Potential ISIP

gradient (unstable), gradient
48 hours after shut-in




GOVERNOR

5 _ BRUCE KING
# OI1L CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER

ALEX J. ARMUO
MEMBER

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

P. 0. BOX 2088 - SANTA FE
87501

April 25, 1972

Mr. Robert F. LeBlanc _
Cities Service 0Oil Company
Box 300 .

Cities Service Building
Tulsa, Oklahoma 74102

i Dear Mr. LeBlénc:

Mr. George Hatch of this office has asked me to furnish
: you with the names and addresses of the attorneys who
5 appeared in Cases 4693 and 4694 on April 19, 1972 at
Hobbs, New Mexico. Here are the names and addresses:

Mr. Charles C. Spann

Grantham, Spann, Sanchez & Rager
Attorneys at Law

914 Bank of New Mexico Bldg.
Albugquerque, New Mexico 87101

Mr. George H. Hunker, Jr.
Hunker, Fedric & Higginbotham
P. O. Box 1837 4
Roswell, New Mexico 88201

Mr. Donald S. Stevens
McDermott, Connelly & Stevens
Post Office Box 1904

Santa Fe, New Mexico 87501

Mr. Jason Kellahin
Kellahin & Fox

Attorneys at Law

Post Office Box 1769

Santa Fe, New Mexico 87501
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Mr. Rob
Cities
Box 300
Cities
Tulsa,

ert F. LeBlanc
Service 0il Company

Service Building
Oklahoma 74102 April 25, 1972

Mr. Edward P. Chase

Attorney at Law

Suite 1122

Bank of New Mexico Building
Albuguergue, New Mexico 87161 .

Mr. Fincher Neal

Neal & Neal

Attorneys at Law

Post Office Box 278
Hobks, New Mexico 88240

If we can be of further service, please let us know.

ir/

Very truly yours,

IDA RODRIGUEZ _
Secretary to Mr. Porter
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FLIELD TRIP REPORT

Date 12/8/71

Name of Employee Lelan Mermis
Time of Departure_ 11:00 a.m. Time of Return 3:45 p.m.
Miles Travelled 124

In the space below please indicate purpose of trip and duties performed,
listing wells or leases visited.

Field Inspection:

Checked‘samedan o0il Corporation, Grandi Ranch #1-J, 19-23-26, not

ready to plug.

Cﬁecked CorinneAGrace, Humbie—Grace Com #1l-P, 2-23-26, gas is being
"flared, and there is no well sign. Also no well sign on the Panaéra #1-B

11-23-26,

_%%f‘ﬂ({;ﬂ
Employee's Signature
District #
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FIELD TRIP REPORT

Date__12/10/71

Name of Employee Lelan Mermis
Time of Departure 9:15 a.m. Time of Return 7:00 p.m.
Miles Travelled 125

In the space below please ihdicate purpose of trip and duties
performed, listing wells or ;eases visited.
Samedan 0il Corporation, Gandi Ranch #1, 19-23-26, 3potted 40 sx
plug at base of 9 5/8" stub at 7269 and 40 sx plugs at 5,000,
3300, 2100, 1600, 365. They do not have top plug in, will go
back. |
Also checked Corinne Grace #l-Gradonoco in section 2-23-26, and =

Humble Grace #l1 in section 2-~23-26, both wells flairing gas from

casing side, will go back.

Employee's Signature

District # 2

B S A X
SR g ; A




OIL CONSERVATION COMMISSION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

August 28, 1972

Mr. Paul Cooter
P. 0, Drawer 700
Roswell, New Mexico

Dear Mr. Cooter:

In response to our conversation, following is a list
of attorneys who made an appearance in Cases 4693 and 4694:

Edward P. Chase Suite 1122, Bank of :
New Mexico Bldg. Albuquerque, N.M,

Charles C. Spann Suite 914, Bank of Albuquerque, N.M.
‘New Mexico Bldg.

[] George H. Hunker P. O. Box 1837 Roswell, N. M.
; Robert F. LeBlanc P. O. Box 300 Tulsa, Oklahoma
J Jason Kellahin P. O. Box 1769 Santa Fe, N.M.
7 Donald G. Stevens P. O. Box 1797 Santa Fe, N. M.
VO Fincher Neal P. O. Hox 278 Hobbs, N. M.
{ James Allison P. O. Box 1502 Houston, Texas
| George M. Hatch P. O. Box 2088 Santa Te, N. M.
William J. Cooley 152 Petroleum Farmington, N. M.

Center Bldg.

Very truly yours,

GEORGE M. HATCH
Attorney

GMH/dr




OIL. CCNSERVATION COMMISSION
P. O, BOX 2088
SANTA FE, NEW MEXICO 87501

MAY 8, 1972
MEMORANDUM
TQ: LAND COMMISSIONER ALEX J. ARMIJO

FROM: A. L. PORTER, Jx., SECRETARY-DIRECTOR

SUBJECT:  SOUTH CARLSBAD PRORATION CASES - 4693 and 4694

You will recall that on April 20 in Hobbs we announced
that 15 days would be allowed for ¢losing argumente in the above-
captioned cases. I am attaching statements which were received
by the May 5th deadline as follows:

Edward P. Chase representing Michael P. Grace II and
Corinne Grace; Robert F. LeBlanc representing Cities Service 0il
Company; Jason W. Kellahin representing Pennzoil United, Inc.,;
Donald S. Stevens reprasenting Morris R. Antweil, Delta Drilling
Company and Mabee Petroleum Company. You will please note that
Mr. Chase has also filed a Motion to Dismiss and a Motion for
Continuance. He has also requested 30 minutes for oral arguments
before the Commission. -

You will recall these cases were originally advertised
for an examiner hearing on March 1, but upon request by Corinne
Grace on February 24, a memorandum was issued by this office stating
that the cases would be advertimed to be heard at the next regular
hearing to be held in Hobbs on April 19, 1972.

— O & €

I would like to meet with you sometime during the next
few days to discusB the closing statements and the motions from
Mr. Chase, including the request for 30 minutes for oral arguments.

Attachments

'ALP/ir
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Mr. A, L, Porter

New Mexico Oil Conservation Commission
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: NMOCC Cases Nos. 4693 and 4694

Dear Mr, Porter:

After reviewing the testimony presented> in the subject cases, we would
like to reiterate our position that we are willing and able to purchase all gas
volumes produced from the acreage dedicated to us in the South Carlsbad Field
area., We think that any artificial restriction placed on maximum production
would be detrimental to the public interest,

We were surprised to learn from the transcript of a proposal by one operator
to base gas well allowables on the number of feet of perforated interval in each well.
The riumber of feet of perforated interval in a well does not necessarily have any
relation at all to the gas reserves underlying the lease on which the well is situated.
In many instances production from a gas well comes from only a very small number
of the many perforations in such well, and in other instances a small perforated in-
terval can as well drain the gas reserves as a larger perforated interval. Adoption
-of such a proposal would penalize those operators who have already elected to perfo-
rate a small interval, and would benefit those who have perforated a larger interval.
In addition, the mischief which might ensue in the future from adoption of this proposal
seems self-evident; operators in the future would naturally make unnecessary and
even non-productive perforations in their wells sinply to gain an allowable advantage.
We sincerely hope the Commission will not adopt such a rule which would cause
Transwestern and the other purchasers of gas to take gas from the various wells in
the field on such an unequitable basis.

Yours very truly,

Jim B. Thomas

- JBT/ab
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Mobil Oil Corporation | R

MIDLAND, TEXAS 79701

April 18, 1972

New Mexico 0il Conservation Commission
Post Office Box 2088
Santa Fe, New Mexico 87501

Attention: Mr. A, L. Porter, Jr.

Gentlemen:

MOBIL OIL CORPORATION'S
RECOMMENDATIONS TO THE COMMISSION
FOR CONSIDERATION AT THE HEARINGS
CALLED TO CONSIDER GAS PRORATIONING
CASE 4693 - SOUTH CARLSBAD-MORROW
GAS POCL AND CASE 4694 - SOUTH
CARLSBAD-STRAWN GAS POOL,

EDDY COUNTY, NEW MEXICO

Mobil 0il Corporation, as a working interest and royalty interest owner in the
South Carlsbad-Morrow Gas Pool and the South Carlsbad-Strawn Gas Pool, Eddy
County, New Mexico, recommends that the total allowable natural gas production
from each of the aforementioned gas pools be fixed at amounts equal to the
market demand and to the capacity of gas tramsportation facilities subject to
provisions as follows:

1.

That the monthly nominations of gas market demand for each pool submitted
by each gas purchaser be limited to a total equal to the sum of the products
obtained by multiplying: (operating deliverability) times (ratable take
factor) times (allocated acreage divided by 320) times (number of days per
month) times (purchaser's connected interest in well, if split connection)
for each well in the pool. '

The allowable to be assigned to each marginal well shall be equal to the
average monthly preduction of said well during the preceding gas proration
period,

The pool allowable remaining after deducting the total allowable assigned
to marginal wells shall be allocated to each non-marginal well entitled to
an allowable in said pool in the amount equal to the product obtained by

multiplying: (ratable take factor) times (allocated acreage divided by
320) for each well. . . .

Mobil feels that the above stated provisions are necessary to the proposed gas
prorationing of the subject pools to protect correlative rights and to afford
each operator the opportunity to produce their just and equitable share of the
gas in the subject pools, arnd are further necessary to prevent waste,

Yours very truly, ’

S b T

Ira B. Stitt

JHSeerey/mw Division Operations Engineer

(o] =

NMOCC - Dist. 1




PROPOSED GAS PRORATIONING

SOUTH CARLSBAD - MORROW & STRAWN GAS POOLS

DEFINITION

Operating deliverabiiity is defined as the measured volume‘of gas produced
during a 24-hour period, such period being preceded by a 24-hour stabiliza-
tion flow period at a rate of at least 80% of the-operating flow rate. The
operating deliverabilitfvshall be determined at producing pressures and temp-
eratures which-normally exist from day to day in the installed equipment,.
Operating deiiverability shall be determined annually or at lesser intervals

at operator's option.

JHES /mw

gooie 2T
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OIL. CONSERVATION COMMISSION
. P. O. BOX 2008
SANTA FE, NEW MEXICO 87801

Pebzuaxy 29, 1972

Mrs. Corinne Grace

" post Office Box 2062

Sants Fe, New Mexioco
Re: Case 4668
Dear Mrs. Grace:

With reference to your letter of February 24, 1972, I am sure
that by this time you have received my memorandum directed to
all the producers and purchassrs of gas in the South Carisbad-
Morrow and South Carlsbad-Strawn Pools. As stated in the

mennorandum, Case 4668 will be disnissed and the matter will be

‘set before the Commission at its regular hearing in Hobbs on

In a case of this nature I would have honored a requast by any
interested party to re-schedule the matter hefore the Commission
instead of an examiner. In cther words, it would not have been
necesseary for you to make a trip to Santa FYe. A phone call to
me would have been sufficient.

'Because Of the many demands upop the time of the Governor and

the Commissioner of Public Lands, the examiner system was estab- '
lished seventeen years ago. 8ince that time only a small fraction

- of the total applications are heard by a quorum of the Commission.,

S8ince other proration cases have been heard by examiners, it was

not expected that there would be any odbjection to the same procedure

in this case.

There was an inference in your letter that you were influenced by
various employees of the Coumission to drill wells on the two units,
which, after notice and hearing, were limited to 351% and 61% of a
standard 320-acre unit, the factor cf influence bom‘g that such
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OlL CONSERVATION COMMISSION
~2= ®. O, BOX 2088

Mrs. Corinne Grace g,nra FE, NEW MEXICO 87501
Post Office Box 2062

Santa Pe, New Mexico February 28, 1972

employees advised your repressntatives that the pools would not
be prorated., You may have received such advice from someons,
but it is inconceivable that it came from any employee of the
Commission. 1In fact, all of our technical employees know that
any interested party has a right to ask for proration at any
time or, as in this case, the Commission can call a hearing to
prorate upon its own wmotion.

From your letter it is apparent that you are not fully acquainted
with the functions of the Commission nor with the factors to be
considered in gas proration. Broadly, the functions of the Com-
mission are to prevent the waste of oil and natural gas, to afford
the opportunity for each owner in a common resexvoir to recover
his just and equitable share of the oil and gas m place, and to
protect frash water.

It is not a function of the Commisesion to generate revenue for
the state. It is commonly accepted, however, that the maintenance
of a sound and stable regulatory atmosphere is conducive to the

investment of cupital in tha development of our oil and gas re-

SOUrces.

All interested parties are urged by the Commission to attend the
hearing in Hobbs and to present testimony if they so desire. Such
testimony, of course, must be pertinent to the question of whether
the pools should be prorated, and, if so, what proration formula
should be used in the pools.

our Commission maintains offices in Santa Fe, Hobbs, Arxtesia and
Aztec. A graat deal of ocur time is devoted to helping operators
to understand and comply with our laws and regulations. Many

problems and inconveniences can be avoided by contacting any o¢
our cnployu- They are alwvays glad to be of assistance. !

Very truly yours;

A. L. PORTER, JX.
Secretary-pirector

eGs Governor Bruce King.
Commissionexr Alex J, Azmijo
Kx. Bill Gressett




Michael P Grace IT
Corinne Grace
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Mr. Pete Porter

Director

New Mexico 0il Conservation Commission
Santa Fe, New Mexico 87501

Ret Gas Prorationing in South Carlsbad-
Morrow: and South Carlsbad-Strawn
Gas Pools, Eddy County, New Mexico

Dear Mr. Porter:

In regard to the above matter, my husband and 1 respectfully
and humbly request that this hearing be held before the full Gomnission,
inasmuch as it involves approximately 60 million cubic feet of gas a day
and the fields that have been in existence between three and four years.
Six separate operators are involved, not counting two or three more
operators with participating interests.

Since the initiation of the first Morrow well in the above
field, no well has delivered to the State of New Mexico an override,
as no wells selling gas were located on State acreage,* yet there
have been no field rules as to proration or allowables to date.

0ddly enough, on February 18, 1972, Transwestern Natural Gas Pipe
Line Company started a planned increase of its facilities, which until
then had been admittedly inadequate. Yet, oddly, at approximately that
very same time the New Mexico 01l Conservation Commigsion sought to
institute proration, which might have been necessary previously, but
surely would not be necessary now. The first well in the Morrow was »
completed four years ago. Until February 3 and 4, 1972, when two of cur
wells went on production, Morrow production had been for the most part
marginal. On Faebruary 18, Transwestern hooked on above-mentioned wells
and several others to their new large loop. It is their opinion that
this loop will now take all the gas all the wells contracted to them
will make, with four more wells to be hocked on soon. In anticipatiorn
of our well presently being drilled on entirely State acreage in Section
36; Township 22 South, Range 26 East, and another well planned thereupon
in the above section, Transwestern is going to lay an additional line.

*Texas Oil & Gas is producing 200,000 cubic feet, more or less, on
State acreage.
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Proration therefore would have been far more effective in the
past than now. This is especially a most inopportune time to pro rate
when for the.first time in the field's history the State itself has
obtained a valuable override, namely, from our four wells.

As you undoubtedly know, two of our wells were granted unorthodox
locations due to the Airport runway, one well's production to be cut Ly
49% and one by 39% with the possible installation of proration. Both
have communitized State acreage.

Encleosed is a chart showing how much money the State will lose
immediately as a result of such penalties.

Representatives of ours were told by various employees of your
Commission that we should request the above unorthodox locations rather
than drill slant holes, because proration would not occur in light of
the increasing demand for gas. We followed this advice -and now before
we have received our first check, your announcement of the docket hearing
arrived at our office with only eight days' notice to us. Thus warning us
peremptorily that the State's dndi our. cevenues could be summarily reduced.

We spent over 2 million dollars in the last year and a half
in exploration in the above area and have projected to spend as much
again in this year's budget if this proration goes through summarily
and as planned we will have to change our plans radically and ‘invest in
other states where we are not punished for achieving the best gas
contract in the Permian Basin and where we have woefully negiected our
leases such as in Alaska, Wyoming, Utah, and Colorado.

I believe the Commission can check State and Federal records,
for example, and find that as great as are our holdings in New Mexico,
they are yet quantitatively and qualitatively better in Alaska, where,
while the legal expertise may not be equal to that of the several firms
who worked for us here, at least the respect therefor i3 commensurate
thereunto. . '

Sincerely ysurs,

CG:h Corinne Grace

Enclosure
cc The Honorable Bruce King
Governor of New Mexico

The ‘Honorable Alex J. Armijo
Comnigsioner of Public Lands




Township 23 South,

Without Proration

At 8,900 MCF per day =
267,100 MQF per month
@ .30 = $80,100 per month

State royalty on 200
acres = 7,8125% = $6,257.861

State taxes == §2'.’785;86

Total State Income $11,043,.67

Township 23 South,

Without Proration

At 5,700 MCF per day =
171,000 MCF per month
@ .30 = $51,300.00 per month

State royalty on 160 acres
of State land = ,0625 of the

Gross = $3,206225
State taxes §2,909.2§

Total State Income $6,115.50

Humble~Crace Well in Sk of Section 2,

Range 26 East,

Eddy County, New Mexico

With Proration @ 61% due to
ratable take factor alone

At 5,429 MCF per day =
162,870 MCF per month
@ +30 = $48,861.,00 per month

Btate royalty on 200 acres = $3,817.27 per mo.

State taxes $2,919,37 per mo.
Total State Income '$6,736.64 per mo.

Gradonoco Well in N% of Section 2,

Range 26 East,

Eddy County, New Mexico

With Proration at 517% due to
ratable take factor alone

At 2,907 MCF per day =
87,210 MCF per month
@ 30¢ = $26,163.00 per month

State royalty on 160 acres = $1,635.19
State taxés* 1,483.72.
Total . \ $3,118.91
State loss due to proraﬁion $3,096.59 éer 100 o

*Tax exemption takeu for Federal royalty
of 1/8 on 160 acres

Loss on Humble-Grace Well due to proration $4,307.03
Loss on Gradonoco Well due to proration $3,096.59

Total loss to State on 2 Vells $7,403.62
- —— ]




FEBRUARY 24, 1972

MEMORANDUM

TO: ALL PRODUCERS AND PURCHASERS IN THE SOUTH
CARLSBAD-MORROW AND SOUTH CARLSBAD-STRAWN
GAS POOLE :

FROM: A. L. PORTER, Jr., SECRETARY-DIRECTOR

SUBJECT: CASE 4668 (GAS PRORATION CASE)

The Commission has had a request that Case 4668,
which has been docketed for hearing March 1, 1972, be héard .
by a quorum of the Commission rather than by an examiﬁér.“ The
.Commission will therefore dismiss Case 4668, and the qubject
matter w111 bevre-advertiieq.to be heard at the next regular
hearing of the cgmmissiqn-to.be held in Hobbs on April 19,
1972. This will allow ample time for all interested parties
to be prepared for the hearing. No further dolay should be

necessary.

ALP/ix
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~ LAND COMMISSIONER
STATE OF NEW MEXICO ALEX 1. ARMIIO
P. 0. BOX 2088 - SANTA FE MEMBER
87501 : i
STATE GEOLOGIST
A.L.PORTER,JR.
SECRETARY - DIRECTOR
FEBRUARY 24, 1972
MEMORANDUM
T0: ALL PRODUCERS AND PURCHASERS IN THE SOUTH

CARLSBAD-MORROW AND SOUTH CRPLSBAD-STRAWN

. IIAANT O

FROM: A. L. PORTER, Jr:, SECRETARY-DIRECTOR

SUBJECT: CASE 4668 (GA5S PRORATION CASE)

e
L

The Cdmmission has had a request that Case 4668,
which has been docketed for hearing March 1, 1972, be heard
by a quérum of the Commission rather than by an examiner. The
Commission will therefore dismiss Case 4668, and the subject
matﬁer will be re-advertised to be heard at the next regular
hearing of the Commission to be held in Hobbs on April 19,
1972. This will allow ample time for all interested parties
to be prepared for the hearing; No further delay shduld be

necessary.

ALP/ir
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Regular Hearing - April 19, 1972
-2- ’ Docket No. 9-72

CASE 4692: In the matter of the hearing called by the 0il
Conservation Commission on its own motion for the
amendment of the gas well testing procedures promul-
gated by Order No. R-333-F, as amended, for North-
west New Mexico. The Commission will consider changing
certain dates as set forth in said Order No. R-333-F,
as amended, to adapt the testing rules and procedures
for gas wells in Northwest New Mexico to a one-year
proration period beginning January 1 of each year, and
to incorporate said rules and pronedures into ore order.

CASE 4693: 1In the matter of the hearing called by the 0il Conserva- 1
tion Commission on its own motion to consider instituting

gas prorationing in the South Carlsbad-Morrow Gas Pool,
Eddy County, New Mexico. The Commission will coﬁsider
. fixing the total allowable natural gas production from
the South Carlsbad-Morrow Gas Pool, Eddy County, New
Mexico, at an amount egual to reasonable market demand
and to the capacity of gas transportation facilities.
The Cormission will also consider adoption of special
rules and regulations for the pool including provisions
for allocating the allowable production among the wells
in the pool and a proration period of one year.

CASE 4694: 1In the matter of the hearing called by the 0il Conserva-
tion Commission on its own motion to consider insti-
tuting gas prorationing in the South Carlsbad-Strawn
Gas Pool, Eddy County, New Mexico. The Commission will
consider fixing the total allowable natural gas produc-
tion from the South Carlsbad-Strawn Gas Pool, Eddy County,
New Mexico, at an amount equal to reasonable market _
demand and to the capacity of gas transportation facilities.
The Commission will also consider adoption of special
rules and regulations for the pool including provisions

for allocating the allowable prnduction among the wells

in the pool and a proration period of one year.

CASE 4695:

Southeastern New Mexico nomenclature case calling for an
order for the creation and extension of .certain pools
in Lea, Eddy and Chaves Counties, New Mexico.

(a) Create a new poonl in Eddy County, New Mexico,
classified as a gas pool for Morrow production and
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(t907-19683)

- TELEPHONE 243- 4511
AREA CODE 5085

JAMES A PARKER
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KENNETH (. HARRIGAN
PETER J. ADANG

March 31, 1972

DALE W.EK

DENRIS J. FALK
FARRELL L.LIMES
ARTHUR D. MELERDRES

Mr. George Hatch :
0il Conservation Commission
P. O. Box 2088

Santa Fe, New Mexico 87501

Re: Case Nos. 4693 and 4694
Dear George:

The above cases are set for hearing in Hobbs. This
letter is tc advise that I am New Mexico counsel
for Transwestern Pipeline Company in these matters.
I will appreciate your noting my appearance with
the firm of Vinson, Elkins, Searls & Smith, of
. Houston, Texas, who will also appear in these cases.
I do not plan to be present personally.

Ial
/| Best regards,

_/kg/\“-.(k/xv\ ? <

./ { James E. Sperli

[
“JES:jv \v/

ce: Mr. James W. McCartney
Vinson, Elkins, Searls & Smith
Attorneys at Law
First City National Bank Bldg.
Houston, Texas 77002
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OIL COMMISSIONER OF NEW MEXICO

HOBBS CITY HALL HOBBS NM

DEAR SIR OUR FIRM GEO~TECH PETROLEUM MANAGEMENT CORP

6222 NORTH CENTRAL EXPRESSWAY DALLAS TEXAS 752@6 HAS BEEN

RETAINED BY MICHAEL P AND CORRINE GRACE OF CARLSBAD

- NEW MEXICO TO EVALUATE THEIR PRODUCTION IN THE SOUTH
.CARLSBAD AREA EDDY COUNTY NEW MEXICO FOR A PENDING PRORATED

" KEARING TO BE HELD BEFORE THE NEW MEXICO OIL COMMISSION

DUE TO ASEBCA OF THE GEOLCGIST ASSIGNED TO THIS PROJECT

CURRENTLY ATTENDING MEETINGXS IN DENVER AND THE EAST COAST

.COUPLED WiTH LACK OF SUFFICIENT RESOLVIOR DATA AVAILABLE

TO THEM AT THIS TIME, NE RESPECTABLY REOUEST POSTPONFMENT

"0F THIS REPORTED SCHEDULED HEARING FOR APPROXIMATELY 60

. !

,RESPECTUFLLY

yROBERT G cox PRESIDENT GEO TEuH PETROLEUM MANAGMENT : CORP

DAYS TO ENABLE us' TO ADEQUATELY APPARAISE THE 'SUBJECT LEASES
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BEFORE THE OIL CONSERVATION COMMISSION
: OF THE STATE OF NEW MEXICO '

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER
INSTITUTING GAS PRORATIONING IN

THE SOUTH CARLSBAD-MORROW GAS
COUNTY,; NEW MEXICO.

CASE NO. 4693
Order No. R-},70 - &

ORDER OF THE COMMISSION

THE COMMISSION:

j?f This cause came on for hearing at 9 a.m. on April 19, 1972,
/]Aﬁ,/r at Hobbs, New Mexico,. before the 0il Conservation Commission of
VW New Mexico, hereinafter referred to as the “Commission."
Y
S NOW, on this day of June, 1972, the Commission,

a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That by Order No. R-3731, dated April 18, 1969, the
Commission created the South Carlsbad-Morrow Gas Pool, Eddy
County, New'Mexico,-for the production of gas from the Morrow
formation.

(3) That the horizontal limits of said pool have been

extended from time to time by order of the Commission.

(4) That the horizontal limits of the South Carlsbad-—”@aﬁééﬁ)

Pool, as defined by the Commission, at the time of hearing this

case comprised the following described area:

EDDY COUNTY

k; P TOWNSHIP 22 SOUTH, RANGE 26 EAST, NMPM
: Section 25: S/2

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM
Section 19: S/2
Section 30: All
Section 31: All
Section 32: W/2

AN NS e,

TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
Section 1: W/2 ;
Section 2: All
Section 11: All
Section 12: All

TOWNSHIP 23 SOUTH, RANGE 27 EAST, NMPM
Section - 6: All
Section 7: N/2

‘%.- P B R - T 1 P T i L T T T o A R Y L T R ey STV
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| per dm 4,99/ 7 MCEfre doy o o B8] e Frtrsssyaci. Le
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8 t2&+—4Tnat the producing capacity of the South Carlsbad-

: h
' Morrow well connected to both systems in Febru ry. 1972, at |
; ? G545 MCF fln J‘i
' 850 psi is approximately 19,400 MCF per dayp that %the capacity

§ of said well at absolute open flow is approximately 20,157 MCF

/6’2#40
That the combined producing capacity of the fourteen

South Carlsbad-Morrow weils connected to gas transportation facilil-
ties in February, 1972, at 850 psi is approximatey 124,250 MCF

per day; that the capacity of said wells at absolute open flow is
dbws 7(&»‘: ﬁmfwiv\.

~253== That ‘%f‘é February, 1972,pTranswestern -has connected

approximately 136,820 MCF per day.

to its system one additional well producing from the South

Carlsbad-Morrow Gas Pool.

) = ey o b )
Y W { = f) { r-) 3”(60)‘
.ébg)-*ﬂa& That wellggin the subject pool copnected to the
H Adeecnded < A«Akuﬁo=a+¥43%+ﬁqféggaﬂw¢,

and o 7 7
Transwestern systemkare capable of producing gas substantially in

excess of Transwestern's capacity to take gas from the South

Carlsbad-Morrow Gas Pool. (27) ot (zg)

That wells in the gubject pool connected to the Llano
el a3 Mt eridind) < 4,{/_4(/47& (22> oL @), csionct,

\system are capable of producing gas substantially in excess of
Llano's capacity to take gas from the South Carlsbad-Morrow Gas
Pool. A :

o 4,;QL@%#6@J£ 3722; AmwﬂVCA¢ﬁziW‘&wdfaz4ﬁméﬁmu
(2-&)—inS That the,wedds in the subject pool axze—ecapahis-ef

.1&4}9—&“&2 That the Transwestern system 1sApurch351ng approxi-

X/o
preéae&ag—gashsubstantially in excess of the capacity of theAgas

cemroitle, |

transportation facilities in the pool.

ZF dw- givets 2Chdect ol /0.7@4-(./
mately 41,000 MCF per day from tﬂé s ventee wells i the South
Carlsbad- Atoka, South Carlsbad-Strawn and South Carlsbad-Morrow

Gas Pools connected to its system.
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e SrrAA ':"'l’/‘f f&’ui"‘/&lguw

4;3,f}4ﬁ!fr_ That the Llano system ant&e&patesﬁits oarrent PE— ;
|

¢ chases from the South Carlsbad-Strawn and South Carlsbad-Morrow
A T \l,( ~Q(£\ Tjﬁ«;
Gas Pools undez»extsttnqwcont:acts—tohbe.appfekaa%e}y }Lﬁﬂﬁrzg Nb

' MCF of gas per day« '/“ et i(/ f:)/x lie, /02‘ W ke J/ C/co/oa"‘

§¥g;hp—4s!7’ That in February, 1972, Transwestern purchased approxi-
27972

i mately

{
I

ﬁ system producing from the South Carlsbad-Morrow Gas Pool.

%/afdé«.o;

21§2Lr§5 MCF per day from the twelve wells connected to its

| m W%«/M zz!.m.;

‘?9***—*&51; That in February, 1972, Llano purchased approximately }
2733
285F+7& MCF of gas per day from the three wells connected to its ’

_system produ01ng from the South Carlsbad-Morrow Gas Pool.

Ié,é,«zzéaw
A

zxaaa.¢z;d¢éh/
AZuo'f2545‘¢../4424;t,4aw¥aﬂﬂ

gas trom-feur wells in the South Carlsbad-Strawn,and South =~~~ [

Carlsbad-Atoka Gas Poolg, it must be taking substantially less
than 41,000 MCF per day from the South Carlsbad-Morrow Gas Pool.
4@;%}42‘#” That considering the fact that Llano is taking gas

from three wells in the South Carlsbad-Strawn Gas Pool; it must

257, 000
be taking substantially less than 2&’80ﬁ>MCF per day from the
South Carlsbad-Morrow Gas Poo Tl

o4 1
LCLyg-4. e(,(& FRRE

MA -*iL(O:u T;:. Ve Qe

(29t That)

Dot 0 €0,

South-Canlsbad-Mer;ew~Gae—Peo&—ao substantially less than
Aﬂmwaf/ an v G thaivnaf MquauJ‘VawléT.

64 Ouo
6&*800’MCF per day

;1
1
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tha

in the South Carlsbad Morrow Gas Pool connected to the Transwestern

'f. " 1.. {_,q.
system 1s less ‘than ‘41,000 MCF per day.

f&gﬁ”fﬁiﬁ&j” That the reasonable market demand for gas from,wells

. in the South Carlsbad—mOrrow Gas Pool connected to the Llano
% system 13Q12:; éhggngjgggtkCF per day. '
‘_&HHfriifT' That the reasonable market demand for gas frogj%ells
in the South i?;lsbad-Morrow Gas Pool connected to both systems
&, sy
is less than 62,8868 MCF per day. \ AI—Of%b‘—
éAhitr ##3) That the wells in the swejees—pewl connected to the

Transwestern system are capable of producing gas in excess of

Transwestern's reasonable market demand for gas from those wells.

B o lvd Vo Uoy Mgy Povl
Qﬁb}7‘1447‘ That the wells in the subjeet-peal connected to the

Llano system are capable of producing gas in excess of Llano's

reasonable market demand for gas from those wells.

,{ﬁhff“TZBT’ That the wells in the subject-peel are capable of

producing gas in excess of the combined reasonable market demand

for gas from the South Carlsbad-Morrow G-~ Pool.
. 4,;1 ;’-@g«{_&e‘lh! 1 l 4 7 2 r
QQES}aéksf' Thap%gas'tﬁLbeiag taken from the better wells in the

South Carlsbad-Morrow Gas Pool conneeted to Transwestern s system

45- % @A g i W"‘ /1” Otiptele . 5(4;
at a rate varying from 512 of Transwestern's predueing . day's /
R0, 8 2 ‘4z4/5//w

~maxket~£9r~ga3"frum~the~peei to 243% of sald
-~ fmuq’u‘ ! 17 &

_&#ébLt#7T” That,gas ie~peing taken from the-be%%efkaellsin the
R

subject pool connected to Llano's system at a rate varying from
8’0 @ % Gatlige. Mb/“ud.(&i:rb“t .(ol,x. ddq

S6% of Llano' sApxagueéng dayls-mekkeb-Lor~gasfrom~the-poct to
He.oz -,

*09% of said,\n@gﬁ%&n‘g‘ 1672
™ / p e ey, '

QA:AL446?7_ThatAgas d-byedmer taken from the betbtex wells in the

subject pool connected to Transwestern's system at a rate varying
1 6%

from ~5+6% of Transwesterns monthly market for gas from the pool ta

26:5%

6% of said market.
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c,é,z\u oM | \ard

w

W That, gas ;ver'berng- taken from the -betber we115 in the

“\ l\_-\_

I subject pool connected to Llano's system at a rate e-f d =

&2
/7(0: 5 f,:

. LS%
subject pool at a rate varying from approximately &% of the

24.0%
monthly market for gas from the pool to 24% of the monthly market

for gas from the pool.

3

~subject—pooi—eonneceted—to—hiane ' s—systen—at—arate—of—approxi~
-matety—100%tof—a well’sfair share of Llamo's momthly market—from
—&he——eﬁbj-ect-pcoi-. :' foreequey 197 F

m. That gas ﬁ‘bemg taken from the better wells in the
“44,0 %>
pool at a rate varylng from 4—3—9—%—-01:' a well's fair share of the

36¥.3 % .
total pool monthly market to~3—6-8—.—2'9% of a well's fair share of

the total pool monthlz‘market.
&Xﬁ&é’

£ ,3}, {84y  That t,gas ae—befng taken from the -better-wells in the

‘subject pool connected to Transwestern's system at a rate ,
9.5% 7. b %
varying from 48% of a well's daily deliverability to-87% of a
' . .. ‘s
well's dally‘ del;vgraﬁﬁ.w:m?&

4%” That,gas ie—being taken from the bettes wellgin theC?

73 W-( ¢ ‘o c»f&e Z L tlﬂ(.é,é‘

i
/_ I Adeny | [P B
{'7 @_5_;}-4-50)‘ That,gas rs-besmg taken from the bedder-wells in
A A 9’300"4
the subject pool at a rate varying from 8% of a well's daily

#e. b
deliverability to 85% of a well's daily deliverability.

ﬁ:.ﬁ(%#ﬁ’ That the reasonable market demand for gas from a

4.1 - ] r
i

that well's fair share of the total market demand for

P B 1 L
wEeiLxL 1S

gas from that pool that can be produced without waste.

| mertety—66t of Llano's monthsi4 market tor gas from-the- poolﬁS"? J?

i DLl e e T e Yo daghe (47

;W That as,ae—berng taken from the wwed®er wells in the
i

l

: oY et d’lf)ﬂ\‘ 10,
subject pool conpnected to Llano's system at a ratey ZE——éppt-eaamateL

Ef327fam£&da—o@1%%

}N\ =
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g‘? _ké'-s'-)-*m‘)'“ That gas is being produced from some wells in the

¢

subject pool in excess of the reasonable market demand for gas
i from those wells. ‘
éf;éz}.wkaif‘ That gas is being produced from some wells in the ‘
subject pool in an amount less than the reasonable market demand

for gas from those wells.

.&;ﬁ;L”:Igﬁfﬂpfhat gas is not being taken ratably from the various

producers in the pool.

I
¥
i
'

6’7/¢?:%§;——+6tf:~That there are owners of property in the subject pool

¢4

xS

| who are being denied the opportunity to produce without waste

their just and equitable share of the gas in the pool.

ﬁ;%a*,,ﬁﬁar” That there are owners of property in the subject pool

4 that are producing more than their just and equltable share of
the gas in the pool.

H?‘*’"ﬁjﬁi?* That drainage is occurring between tracts in the pool

which is not equalized by counter drainage.

"éﬁiwiﬁt#' That waste is occurring in the subject pool.

%H&*—nﬂﬁesr That the correlative rights of some producers in the

! pool are being violated. ,

| é%}"v*ﬁﬁxl That in order to prevent waste and to ensure that all
owners of property in the subject pool have the opportunity to
produce their share of the gas, the subject pool should be pro-
rated in order to limit the amount of gas to be recovered from
each tract to the reasonable market demand for gas from that tract
that can be produced without waste.

6;1‘"“1#5Ff” That to ensure that each owner of property in the
subject pool has the opportunity to produce that amount of gas
that can be practicably obtained without waste substantially in
the proportion that the recoverable gas under his tract bears
to the total recoverable gas in the pool, the subject pool should
be prorated in order to limit the amount of gas to be produced
from fhe pool to the reasonable market demand and the capacity

of the gas transportation facilities.

P A Aot s e e
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+Qﬁ;;jj66$. That the subject pool ha
éﬁgv~u4693 That production from the

g‘pool is from many separate stringers

not been completely developed.

i
orrow formation in the subject
hich vary greatly in

o’:o’ e sl

¥.—That the above-described stringers are not continuous

i porgsity, water saturation, and thickn
ool

A

R
. across the pool, but are interconnected by the perforations in the

L yarious completlons in the pool.

- , 3214144;4,.15'4“4ldkma. 4d£¢adn4£ul 1?1LA‘4p4‘auu~/.4- <
_@’49Zthrouu PR A Aﬁi&éznghhoZLaauoi;-77,225 Jlﬂ N
fﬁ@ﬁ42u5%2d’%nf&n7 /4444¢~{?;74¢5‘/447 4n~1-«auu!~4h~5§~slzg~zrr

M«é« MMA.

R & : -+ ‘That there are recoverable gas reserves underlying each

of the developed 320~-acre tracts within the horizontal limits of

the subject pool; that there are 15 developed 320-acre tracts in

the pool as defined by the Commission.

"é?ﬁgl;iiﬂi’.That due to the nature of the reservoir the amount of
recoverable gas under each producer's tract cannot be practically
determined in the subject pool by a formula which considers effec-
tive feet of pay, porosity, and water saturation,es--shey—appeai
“re—blire—wetibeoro Oy~

%azsﬁ;dJaf”'That due to the nature of the reservoir the amount of

recoverable gas under each producer's tract cannot be practically

determined in the subject pool by a formula which considers only
the deliverability of a well,
ﬂ’ﬁ? ;5%’£ﬁ34¥1{;\That the amount of gas that can be practicably obtained
without waste by the owner of each property in the subject pool
substantially in the proportion that the fecoverable gas under
his tract bears to the total recoverable gas in the pool can

be practically determined best by allocating the allowable producH
tion among the wells on the basis of developed tract acreage

compared to total developed tract acreage in the pool.

P o v li it oy .
%FZ??IZQrf’That considering the type o# reservoir and the known

extent of development, a proration formula based upon surface
acreage will afford the owner of each property in the pool the
opportunity to produce his just and equitable share of the gas

in the pool so far as such can be practicably obtained withcut

gl |
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waste substantially in the proportion that the recoverable gas

%;zﬁfawiﬂﬂﬂf,That in order to prevent waste the total allowable

i

| delivering to the gas transportation facilities.

}3ﬁzai0§$’ That in order to prevent drainage between tracts that

~10~
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under such property bears to the total recoverable gas in the ]
pool.

» j#f;' That in order to prevent waste the total allowable
production from each gas well producing from the subject pool

e
should be limited to the reasonable market demanqurom that well.

production from all gas wells produ01ng from the subject pool
should ke limited to the reasonable market demanéﬁzrom the pool
gzg:i1ﬁieff That in order to prevent waste the total allowable
production from gas wells in the subject pool should be limited
to the capacity of the gas transportation system for the subject
pool's share of said transportation facility.
9Q$m=wv§$y That considering the available reservoir information,

a 100% surface acreage formula is prestntly the most reasonable

basis for allocating the aliowable production among the wells

'is not equalized by counter drainage the allowable procduction fron
the pool should be prorated to the various producers upon a just
and equitable basis.

j?“ﬁiwatﬁh That the adoption of a 100% surface acreage formula
for allocating the allowable production in the subject pool will,
insofar as is presently practicable, prevent drainage between
producing tracts which is not equalized by counter-drainage. '
Qg7g~iﬂifp That in order to ensure that each operator is gﬁﬁﬁ:&%ﬁg
«af the opportunity to produce his property ratably with all other
operators connected to the same gas transportation facility,
allowable production from the pool should be prorated to the

various producers upon a just and equitable basis.
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e - ;
vgér 1&6}”34%33 That the adoption of a 100% surface acreage formula :

1

- for allocating the allowable production in the subject pool will,

ﬁinsofar as 1is presently practicable, allow each operator the 2
ﬁopportunity to produce his property ratably with all other operators

i connected to the same transportation facility.

<N
S

F4;4ngkG¢TF*That the subject pool should be governed by the General
i

|
i

| Rules and Regulations for the Prorated Gas Pools of Southeastern

{

. New Mexico promulgated by Order No.'R?1670,xas aménded, insofaf as
!said General Rules and Regulations'are not inconsistent with this
order or the Special Rules and Regulations for the subject pool
promulgated by this order.

IT IS THEREFORE ORDERED:

(1) That the South Carlsbad-Morrow Gas Pool in Eddy County,

New Mexico, is hereby prorated, effective,xé;éizgpdiu l, 1972 R
5 Ly

(2) That the subject pool shall be governed by the General

Rules and Regulations for the Prorated Gas Pools of Southeastern
New Mexico promulgated by Order No. R-1670, as amended, insofar
as said General Rules and Regulations are not inconsistent with
this order or the Special Rules and Regulations for the squect
pool as hereinafter set forth, in which event the Special Rules
shall apply.

SPECIAL RULES AND REGHULATIONS

FOR THE
SOUTH CARLSBAD-MORROW GAS POOL

A. WELL LOCATION AND ACREAGE REQUIREMENTS

RULE 2. Each well completed or recompleted in the South
Carlsbad-Morrow Gas Pool shall be located no closer than 660 feet
to the nearest side boundary of the dedicated tract nox closer

than 1980 feet to the nearest end boundary nor closer than 330

feet to any governmental quarter—-quarter section line.
RULE 5(A). Each well completed or recompleted in the South
Carlsbad-Morrow Gas Pool shall be located on a standard proration

unit consisting of any two contiguous quarter sections of a
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;%single governmental section, being a legal subdivision (half

- section) of the United States Public Land Surveys. For purposes

of these rules, a standard proration unit shall consist of 316
through 324 contiguous surface acres. |
C. ALLOCATION AND GRANTING OF ALLOWABLES

RULE 8(A). The allowable production in the South Caflsbad—
Morrow Gas Pool shall be allocated as follows:

The pool allowable remaining each month after deducting the
total allowable assigned to marginal wells shall be allocated
among the non-marginal wells entitled to an allowable in the
pfoportion that each well's acreage factor bears to the total
of the acreage factors for all non-marginal wells in the pool.
€. GENERAL /

RULE 25. The vertical limits of the South Carlsbad-Morrow
Gas Pool shall be the Morrow formation.

RULE 26. The first proration period for the South Carlsbad-
Morrow Gas Pool shall commence 4;gé¢642hu£hj |, 1972
and shall terminate Wv 31,1973 . Subsequent

proration periods shall ke the twelve-month periods as provided

in the General Rules.

IT IS FURTHER ORDERED:

(1) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.

R—
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Parties that will receive copy of orders entered in Cases Nos. 4693 and 4694

Mr. Edward P. Chase

Suite 1122

Bank of New Mexico Building
Albuguerque, New Mexico 87101

Mr. Charles C. Spann

Grantham, Spann, Sanchez & Rager

Attorneys at Law
914 Bank of New Mexico Building
Albuguerque, New Mexico 87101

Mr. George H, Hunker, Jr.
Hunker, Fedric & Higginbotham
Attorneys at Law

Post Office Box 1837

Roswell, N. M. 88201

Mr. Robert F. LeBlanc
Cities Service 0il Company
Post Office Box 300

Tulsa, Oklahoma 74102

Mr. Jason Kellahin
Kellahin & Fox

Attorneys at Law

Post Office Box 1769

Santa Fe, New Mexico 87501

Mr. bonald Stevens
‘McDermott, Connelly & Stevens
Attorneys at Law

Post Office Box 1904

Santa Fe, New Mexico

Mr, Paul Cooter

Atwood, Malone, Mann & Cooter
Post Office Drawer 700
Roswell, New Mexico 88201

é.//x//&/%k [’)//¢¢

Mr. Fincher Neal

Neal & Neal

Attorneys at Law

Post Office Box 278
Hobbs, New Mexico 88240

Mrs. Corinne Grace
Post Office Box 1418
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING CALLED
! BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER
INSTITUTING GAS PRORATIONING IN

THE SOUTH CARLSBAD~STRAWN GAS POOL,
EDDY COUNTY, NEW MEXICO.

RECORDS CENTER

CASE NO. 4694
Order No. R-=1670~-M

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 19, 1972,
at Hobbs, New Maexico, before the 0Oil Conservation Commission of
New Mexico, hereinafter referred to as the "Cgmmission.”

| ‘ NOW, on this h__day of June, 1972, the Commission,-

a quorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully ad-
viged in the premises,

| FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That by Order No. R-3922, dated February 20, 1970,
the Commission created the South Carlsbad-Strawn Gas Pool,
Eddy County, New Mexico, for the production of gas from the
Strawn formation.

B T

‘éf f (3) That the horizontal limits of said pool have bean
i ' extended from time to time by order of the Commission.

(4) That the horizontal limits of the South Carlsbad-
Strawn Pool, as defined by the Commission, at the time of
hearing this case comprise the following described area:

EDDY COUNTY
TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM

Section 30: §/2
Section 31: All

TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
Section 1: E/2

TOWNSHIP 23 SOUTH, RANGE 27 EAST, NMPM

Section 6: All
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(5) That in February, 1972, there were four wells com-
pleted in the Strawn formation within the above-described area
and connected to gas transportation facilities.

(6) That in February, 1972, one of the wells was connected
to the Transwestern Pipeline Company gas gathering system and
that three of the wells were connected to the Llano, Inc. gas
gathering system.

(7) That the South Carlsbad Field comprises the South
Carlsbad-Atoka, South Carlskad-Strawn, and South Carlsbad-
Morrow Gas Pools.

(8) That the capacity of the Transwestern system serving
the South Carlsbad Field is 90,000 MCF cf gas per day.

(9) -That the capacity of the Llano system serving the
South Carlsbad Field is 30,000 MCF of gas per day.

(10) That the Transwestern system that takes gas from the
South Carlsbad-Strawn Gas Pool also takes gas from the South
Carlsbad-Morrow and South Carlsbad-Atoka Gas Pools.

{11) That the Llano system that takes gas from the South
Carlsbad-Strawn Gas Pool also takes gas from the Scuth Carlsbad-
Morrow Gas Pool.

(12} That at the time of this hearing, the most recent
month for which production figures were available was February,
1972. ‘

(13) That there is evidence that additicnal wells have
been connected to gas transportation facilities in the South
Carlsbad~Morrow Gas Pool and.South Carlsbad-Strawn Gas Pool
after February 1, 1972, and prior to the time of this hearing.

{(14) That there is no substantial evidence that the
manner of producing the wells in the South Carlsbad~-Strawn
Gas Pool has been substantially altered after February, 1972.

{15) That it can reasonably be inferred that the manner
of producing the wells in the South Carlsbad-Strawn Gas Pool
is substantially the same as it was im February, 1572.

{16) That at the time of the hearing of this case, the

~ Transwestern system was purchasing approximately 41,000 MCF

of gas per day from the three pools combined.

(17) That in February, 1972, the Transwestern system
purchased an average of 1815 MCF of gas per day from the one
well in the South Carlsbad-Strawn Gas Pool connected to its
system.

(18) That at the time of this hearing Transwestern was
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purchasing gas from thirteen wells producing from the South
Carlsbad-Morrow Gas Pool, three wells prxoducing from the South
Carlsbad-Strawn Gas Pool, and one wall producing from the South
Carlsbad-Atoka Gas Pool.

(19) That considering the fact that Transwestern's system
is taking gas from thirteen wells in the South Carlsbad-Morrow
Gas Pool and from one well in the South Carlsbad-Atoka Gas Pool,
its capacity to take gas from the South Carlsbad-Strawn Gas
Pool is substantially less than 90,000 MCF of gas per day.

(20) That in February, 1972, the Llano system purchased
10,393 MCF of gas per day from three wells producing from the
South Carlsbad-Strawn Gas Pool.

(21) That at the time of this hearing Llano was purchasing
gas from three wells producing from the South Carlsbad-Strawn
Gas Pool and three wells producing from the South Carlsbad-
Morrow Gas Poo1l.

(22) That considering the fact that Llano's system isg
presently connected to three wells in the South Carlsbad-Morrow
Gas Pool, its capacity to take gas from the South Carlsbad-Strawn
Gas Pool is substantially less than 30,000 MCF of gas per day.

(23) That the conbihed capacity of the two systems for
gas from the South Carlsbad~Strawn Gas Pool is substantially
less than 120,000 MCF of gas per day.

(24) That the shut~in pressures of the four wells in the
South Carlsbad-Strawn Gas Pool connected to gas transportation
facilities in February, 1972, ranges from a low of 3421 psi
to a high of 3955 psi; that the average of said pressures is
3742 psi.

(25) That considering the nature of the South Carlsbad-
Strawn Gas Pool reservoir and the high pressures existing in
the pool, the dajily deliverability of a well at 850 psi is
essentially the same as it would be at 870 psi or 900 psi.

(26) That the producing capacity of the one South Carlsbad-
Strawn well connected to the Transwestern system in February,
872, at 850 psi is approximately 22,500 MCF of gas per day;
that the capacity of said well at absolute open flow is approxi-~
mately 23,012 MCF of gas per day.

(27) That the combined producing capacity of the three
South Carlsbad-Strawn wells connected to the Llano system in
February, 1972, at 850 psi is approximately 51,500 MCF of gas
per day; that the capacity of said wells at absolute open flow
is approximately 59,350 MCF of gas per day.
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(28) That the combined producing capacity of the four
South Carlsbad-Strawn wells connected to gas transportation
facilities in February, 1972, at 850 psi is approximately
74,000 MCF of gas per day; that the capacity of said wells
at absolute open flow i3 approximately 82,362 MCF of gas per
day.

(29) That since February, 1972, Transwestern has connected
to its gystem two additional wells producing from the South
Carlsbad~Strawn Gas Pool.

(30) That wells in the subject pool connected to the
Transwestern system and as described in Findings (26) and
(29), above, are capable of producing gas substantially in
excess of Transwestern's capacity to take gas from the South
Carlsbad~-Strawn Gas Pool. -

(31) That wells in the subject pool connacted to the
Llano system as described in Finding No. 22, above, are
capable of producing gas substantially in excess of Llano's
capacity to take gas from the Socuth Carlsbad-Strawn Gas Pool.

(32) That the combined capacity of the wélls connected
to both systems is substantially in excess of the capacity of
the combined gas transportation facilities in the pool.

(33) That the Transwestern system is currently pur-
chasing approximately 41,000 MCF of gas per day at an average
pipeline pressure of 870 psi from the seventeen wells in the
South Carlsbad-Atoka, South Carlsbad-~Strawn and South Carlsbad-
Morrow Gas Pools connected to its system.

(34) That the Llano system is currsntly purchasing from
the South Carlsbad-Strawn and South Carlsbad-Morrow Gas Pools
substantially less than 25,000 MCF of gas per day at an
average pipeline pressure of 900 psi.

{35) That in February, 1972, Transwestern purchased
approximately 1815 MCF of gas per day from the one well con-
nected to its system producing from the South Carlsbad-Strawn
Gas Pool.

(36) That at the time of this hearing Transwestern was
purchasing gas from thirteen wells producing from the South
Carlsbad-Morrow Gas Pool, three wells producing from the
South Carlsbad-Strawn Gas Pool, and one well producing from
the South Carlsbad-Atoka Gas Pool.

(37) That in February, 1972, Llano purchased approximately
10,393 MCF of gas per day from the three wells connected to
its system producing from the South Carlsbad~Strawn Gas Pool.
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A (38) That at the time of this hearing Llano was connected
to three wells producing from the South Carlsbad-Moxrrow Gas
Pool and three wells producing from the South Carlsbad—Strawn
Gas Pool.

(39) That considering the fact that Transwestern is
taking gas from thirteen wells in the South Carlsbad-~Moxrow
Gas Pool and cne well in the South Carlsbad-Atoka Gas Pool,
it must be taking substantially less than 41,000 MCF of gas
per day from the South Carlsbad-Strawn Gas Pool.

(40) That considering the fact that Llano is connected
to three wells in the South Carlsbad-Morrow Gas Pool, it must
be taking substantially less than 25,000 MCF of gas per day
from the South Carlsbhad-Strawn Gas Pool.

{(41) That both systems combined are currently purchasing
substantially less than 66,000 MCF of gas per day from the South
Carlshad-Strawn Gas Pool.

(42) That the reasonable market demand for gas from the
wells in the South Carlsbad-Strawn Gas Pool connected to the
Transwaestern system is substantially less than 41,000 MCF of

gas per day.

(43) That the reasonable market demand for gas from the
wells in the South Carlsbad-Strawn Gas Pool connected to the
Llano system is less than 25,000 MCF of gas per day.

(44) That the reasonable market demand for gas from the
wells in the South Carlsbad~Strawn Gas Pool connected to both
systems is less than 66,000 MCF of gas per day.

(45) That the wells in the South Carlsbad-Strawn Gas ,
Pool connected to the Transwestern system are capable of pro-
ducing gas in excess of Transwestern's reasonable market demand
for gas from those wells.

(46) That the wells in the South Carlsbad-Strawn Gas Pool
connected tc the Llano system are capable of producing gas in
excess of Llano's reasonable market demand for gas from those
wells,

(47) That the wells in the Soutn Carlsbad-Strawn Gas
Pool are capable of producing gas in excess of the combined
reasonable market demand for gas from the South Carlsbad-8trawn
Gas Pool.

(48) That the daily deliverability of the wells connected
to Llano's system in February, 1972, ranges from a low of
10,500 MCF of gas par day to a high of 21,000 MCF of gas per
day; that the deliverability of the well connected to Trans-
western's system in February, 1972, is 22,500 MCF of gas per
day.




- subject pool at a rate varying from approximately 14.9% of the
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(49) That in February, 1972, gas was taken from the well
in the South Carlsbad-~Strawn Gas Pool connected to Transwestern's
gystem at an average take per connection day of 1815 MCF.

(50) That in February, 1972, gas was taken from the wells
in the South Carlsbad-Strawn Gas Pool connected to Llano's
system at an average take per connection day of 3464 MCF.

(51) That gas is being taken from the wells in the

nonthly market for gas from the pool to 29.2% of the monthly
market for gas from the pool.

(52) ‘That in February, 1972, gas was taken from the well
in the subject pool connected to Transwestern's system at a
rate of 8.1% of its daily deliverability.

(53) That in February, 1972, gas was taken from the wells
in the subject pool connected to Llano's system at a rate
varying from 16.3% of a well's daily deliverability to 32.5%
of a well's daily deliverability. ‘

(54) That in February, 1%72, gas was taken from the
wells in the subject pool at a rate varying from 8.1% of a
well's daily deliverability to 32.5% of a well's daily delivera-

(55) That the reasonable market demand for gas from a
well 18 that well's fair share of the total market demand for
gas from that pool that can be produced without waste.

(56) That gas is being produced from some waells in the
subject pool in excess of the reasonable market demand for gas
fxrom those wells.

(57) That gas is bheing produced from some wells in the
subject pool in an amount less than the reasonable market
demand for gas from those wells.

{58) That gas 1is not being taken ratably from the various
producers in the pool.

(59) That there are owners of property in the subject pool
who are bsing denied the opportunity to produce without waste
their just and equitable share of the gas in the pool.

(60) That there are owners of property in the subject
pool that are producing more than their just and equitable
share of the gas in the pool.

(61) That drainage is occurring between tracts in the
pool which is not equalized by counter drainage.
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(62) That the correlative rights of some producers in
the pool are being violated.

(63) That waste 1s occurring in the subject pool.

(64) That in order to prevent waste and to ensure that
all owners of property in the subject pool have the opportunity
to procduce thelr share of the gas, the subject pool should be
prorated in oxder to limit the amount of gas to be recovered
from each tract to the reasonable market demand for gas from
that tract that can be produced without waste.

(65) That to ensure that each owner of property in the
subject pool has the opportunity to produce that amount of gas
that can be practicably obtained without waste substantially
in the proportion that the recoverable gas under his tract bears
to the total recoverable gas in the pool, the subject pool should
be prorated in order t6 limit the amount of gas to be produced
from the pool to the reasonable market demand and the capacity
of the gas transportation facilities.

(66) That the subject pool has not been completely devel-

~oped.

(67) That no cores of the Strawn formation are available
in the South Carlsbad-Strawn Gas Pool.

(68) That there are logs available of said wells and
that the logs indicate a marked and sometimes rapid variation
betwaen wells in thickness of pay, porosity, net effective
feet of pay, and water saturation.

{(69) That due to the above-described variations the
effective feet of pay, porosity, and water saturation under-
lying each developed. tract cannot be practically determined
from the data available at the wellbore.

(70) That there are recoverable gas reserves underlying
each of the developed 320-acre tracts within the horizontal
limits of the subject pool; that there are 6 developed 320-
acre tracts in the pool as defined by the Commissiocn.

{71} That due to the nature of the reservoir the amount
of recoverable gas under each producer’s tract cannot be
practically determined in the subject pool by a formula which
considers effective feet of pay, porosity, and water saturation.

(72) That due to the nature of the reservoir the amount
of recoverable gas under each producer's tract cannot be
practically determined in the subijecy§ pool by a formula which
considers only the deliverability of a well.
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(73) That the amount of gas that can be practicably obtained

without waste by the owner of each property in the subject pool
substantially in the proportion that the recoverable gas under

be practically determined best by allocating the allowable
production among the wells on the bacis of developed tract
acreage compared to total developed tract acrzage in the pool.

(74) That considering the nature of the reservoir and the
known extent of development, a proration formula based upon sur-
face acreage will afford the owner of each property in the pool
the opportunity to produce his just and equitable share of the
gas in the pool so far as such can be practicably obtained

without waste substantially in the proportion that the,recoverabl#

gas under such property bears to the total recoverable gas in
the pool.

(75) That in order to prevent waste the total allowable
production from each gas well producing from the subject pool
should be limited to the reasonable market demand for gas from
that well,

(76) That in order to prevent waste the total allowable
production from all gas wells producing from the subject pool
should be limited to the reasonable market demand for gas from
the pool.

(77) That in order to prevent waste the total allowable
production from gas wells in the subject pool should be limited
to the capacity of the gas transportation system for the subject
pool's share of sald transportation facility.

(78) That considering the available reservoir information,
a 100% surface acreage formula 1s presently the most reasonable
basis for allocating the allowable production among the wells
delivering to the gas transportation facilities.

(79) That in order to prevent drainage between tracts
that is not equalized by counter drainage the allowable produc-
tion from the pool should be prorated to the various producers
upon a just and equitable basis.

(80) That the adoption of a 100% surface acreage formula
for allocating the allowable production in the subject pool
will, insofar as is presently practicable, prevent drainage
between producing tracts which is not egqualized by counter-
drainage.

(81) That in order to ensure that each operator is
afforded the opportunity to produce his property ratably with
all other operators connected to the same gas transportation )
facility, allowable production from the pool should be prorated
to the various producers upon a just and equitable basis.

K W it A




.-9_
CASE NO. 4694
Order MNo. R-1670-M

(82) That the adoption of a 100% surface acreage formula
for allocating the allowable production in the subject pool
will, insofar as 1s presently practicable, allow each operator
the opportunity to produce his property ratably with all other
operators connected to the samae transportation facility.

{(83) That the subject pool should be governed by the
General Rules and Regulations for the Prorated Gas Pools of
Southeastern New Mexico promulgated by Order No. R-1670, as
amended, in¢ofar as said General Rules and Regulations ars not
inconsistent with this ordexr or the Special Rules and Regulation
for the subject pool promulgated by this order.

IT IS THEREFORE ORDERED:

(1)} That the South Carlsbad-Strawn Gas Pool in Eddy
County, New Mexico, is hereby prorated, effaective September 1,
1972,

{(2) That the subject pool shall be governed by the General
Rules and Regulations for the Prorated Gas Pools of Southeastern
New Mexico promulgated by Order No. R-1670, as amended, insofar
as sald General Rules and Regulations are not inconsistent with
this order or the Special Rules and Regulations for the subject
pool as hereinafter set forth in which event the Special Rules
shall apply.

SPECIAL RULES AND REGULATIONS
" FOR THE
SOUTH CARLSBAD-STRAWN GAS POOL

A. WELL LOCATION AND ACREAGE REQUIREMENTS

RULE 2. .Each well completed or recompleted in the South
Carlsbhad-Strawn Gas Pool shall be located no closer than 660
feet to the nearest side boundary of the dedicated tract nor
closer than 1980 feet to the nearest end boundary nor closzer
than 330 feet to any governmental quarter-quarter section line.

RULE 5(A). Each well completed or recompleted in the South
Carlsbad-Strawn Gas Pool shall be located on a standard pzoratioh
unit consisting of any two contiguous quarter sections of a
single governmental section, being a legal subdivision (half
section) of the United States Public Land Surveys. For purposes
of these rules, a standard proration unit shall consist of 316
- through 324 contiguous surface acres.

C. ALLOCATION AND GRANTING OF ALLOWABLES

RULE 8(A). The allowable production in the South Carlsbad-
Strawn Gas Pool shall be allocated as follows:
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The pool allowable remaining each month after deducting
the total allowable assi¢gned to marginal wells shall be
allocated among the non-marginal wells entitled to an allowable
in the proportion that each well's acreage factor bears to the
total of the acreage factors for all non-marginal wells in the

pool.
C. GENERAL

RULE 25. fThe vertical limits of the South Carlsbad-Strawn
Gas Pool shall be the Strawn formation.

RULE 26. The first proration period for the SOuth Carlsbad-
Strawn Gas Pool shall commence September 1, 1972, and shall
terminate December 31, 1973. Subsequent proration periods
shall be the twelve~month periods as provided in the General
Rules.

IT IS FURTHER ORDERED:

(1) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
Bary >

DONE at Santa Fe, New Mexico, on the day and year hereinabo*o
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

Koo

Chairman

.M /i

A. L. PORTER, Jr., Member & Secretary

KING,

SEAL

dr/
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DIRECT TESTIMONY OF JIM B. THOMAS
TRANSWESTERN PIPELINE COMPANY

Q. Please state your name, address, and present position.

A, My name is Jim B. Thomas, my address is P. 0. Box 2521,
Houston, Texas, and I am General Manager of Supply for
Transwestern Pipeline Company.

Q. Please briefly describe your education and experience.

A, I reéeived a Bachelor of Science degree in Petroleum
Engineering_from Texas Technological College in 10u9,
After graduation, I was employed by the Railroad Com-
mission of Texas as a Petroleum Engineer in the district
office at Midliand, Texaé. 'I worked in various engineer-
Ing positions with the Scurry County Engineering Area
Committee, Forest 0i} Corporation and the Scurry Area
Canyon Reef Operators Committee until 1962. In 1962 I
joined ‘franswestern Pipelilne Company as Supervisor of
their Dedicated Reserves Section of the Reserves and
Deli&e%ability Department. In January, 1964, I was
promoted to Manager of the Reserves and Deliverdbi;ity
Department, and in Januvary, 1966, I was prdmoted’to
Manager of Gas Supply. In August, 1971, I was appointed
General Manager of Supply for Transwestern Pipeline Com-

pany.

graeat




Q. What are your duties as General Manager of Supply for
Transwestern?
A. My responsibility covers Transwestern's gas acquisition

program, which includes responsibility for negotiating
and contracting for new gas suppliles, its operationé
under exlsting Gas Purchase Contracts, thé supervision
of proration and allocation problems régarding gas
supply, and the supervision of matters relating to
reserves and deliverability. My responsibiliéies also
require me to be informeﬁ of the activities of the

Exploration and Production Division of the Company.

Q. Have you previously testified before any regulatory
bodies?

A. I have testified before the Federal Pcwer Commission
and the Railroad Commission of Texas on various oc-
casions.

Q. Mr. Thomas, are you famillar with the Souﬁh Carlsbad
Field area of Eddy County, New Mexico?

A. Yes.

Q. How many wells does Transwestern presently have con-

nected to its system in thils area?




Transwestern is presently connected to 17 wells of
which 13 are completed in the Morrow zone, 3 are com-
pleted- in the Strawn zone, and 1 in the Atoka zone.
Do you anticipate any additional-connections to your
system?

Transwestern has additional dedicated acreage in thils
area, and if additional wells are successfully com-
pleted on this acreage, they, bf course, would be
connected to our system. At this time we have no way
of knowing how many wells may be drilled on this
acreage.

What are your minimum and maximum contractual purchases
in this area?

The provisions of our various contracts provide for

various minimum take obligations and generally require

| the producer to have available a delivery capacity of

125% of the minimum takes. Where wells are completed ;
in the same reservoir, we are required by contract

and do attempt to take ratably from each well.

What volume of gas does Transwestern now take angd

anticlipate taking from this area in'the future?

At the\present'time, ve are taking approximately

41,000 MCF per day. Our present need for gas 1s

-3-




such that we will purchase all avallable gas pro-

duced from this area.

Have you prepared a plat showlng the Transwestern

gather;ng system in this area-

Yes, we have prepared such a plat and are ﬁrepared
to present it at this point.

This will be 1dentified as Transwestern Exhibit I.

Would you describe the size and capaclty of your

gathering system.

Our gathering system in thejSouth Carlsbad area
consists of two (2) eight‘inch (8") lines running
generally northwest from the northeast corner of
Section 3-24N-27E to the field from our main
lateral and four inch (4") gatheriné lines running
from these eight inch (8") lines to each of the
connected wells. Our main lateral has a capacity
of approximately 120,000 MCF per day of which ap-
proximately 90,000 MCF per day cculd be taken from
the South Carlsbad Field Area. If more gas sup-
plies become avallable, we will expand our system
to enable us to purchase all such gas.

What is the pressure in your gathering system?

{



At the present time, ocur gathering system pressure
is averagihg approximately 870 PSIG.

Is the gas produced into your system from this area
processed into a plant prior to delivery?

No.

Where is this gas delivered by Transwestern?

All of this gas flows into ocur main system for
delivery to éur customer in California.

Have you prepared a summary of the data.you have
presented in your testimony?

Yes.

Pleése identify this as our Exhibit II.

Do you have anything further that you would like
to add with regard to the matter at hand?

lio.

We offer Transwestern Exhibits I and II in evidence. -

This ccncludes Transwestern's direct testimony. This

witness is tendered for cross-examination.



PROPOSED GAS PRORATIONING

SOUTH CARLSBAD - MORROW & STRAWN GAS POOLS

DEFINITION

-Qperating deliverability is defined as the measured volume of gas produced
during a 24-hour period, such period being preceded by a 24-hour stabiliza-
tion flow period at a rate of at least 807 of the operating flow rate. The
operating deliverability shall be determined at produéing pressures and temp-
eratures which normally exist from day to day in the installed equipment,
Operating deliverability shall be determined annually or at lesser intervals

at operator's option.

- - o .
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Regular Hearing - April 19, 1972
-2- Docket No. 9-72

CASE 4692: 1In the matter of the hearing called by the 0il
Conservation Commission on its own motion for the
amendment of the gas well testing procedures promul-
gated by Order No. R-333-F, as amended, for North- 1
west New Mexico. The Commission will consider changing
certain dates as set forth in said Order No. R~333-F,
as amended, to adapt the testing rules and procedures
for gas wells in Northwest New Mexico to a one-year
proration period beginning January 1 of each year, and
to incorporate said rules and procedures into orne order.

CASE 4693: In the matter of the hearing called by the 0il Conserva-
' tion Commission on its own motion to considér instituting

gas prorationing in the South Carlsbad-Morrow Gas Pool,
Eddy County, New Mexico. The Commission will consider
fixing the total allowable natural gas production from
the South Carlsbad-Morrow Gas Pool, Eddy County, New
Mexico, at an amount equal to reasonable market demand
and to the capacity of gas transportation facilities.
The Commission will also consider adoption of special
rules and regulations for the pool including provisions
for allocating the allowable production among the wells
in the pool and a proration period of one year.

/ CASE _4694: In the matter of the hearing called by the 0il Conserva-
é _ tion Commission on its own motion to consider insti-
‘ tuting gas prorationing in the South Carlsbad-Strawn

™ Gas Pcol, Eddy County, New Mexico. The Commission will
‘consider fixing the total allowable natural gas produc-
tion from the South Carlsbad-Strawn Gas Pool, Eddy County,
New Mexico, at an amount equal to reasonable market
demand and to the capacity of gas transportation facilities.
The Commission will also consider adoption of special
rules and regulations for the pool including provisions
for allocating the allowable production among the wells
in the.pool and a proration period of one year.
= — -l '
CASE 4695: Southeastern New Mexico nomenclature case calling for an

- order for the creation and extension of certain pools

in Lea, Eddy and Chaves Counties, New Mexico.

(a) Create a new pool in Eddy County, New Mexico,
classified as a gas pool for Morrow precduction and
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GOVERNOR

n : BRUCE KING
OIL CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONSR

P. 0. BOX 2088 - SANTA FE ALE):,EJ;,';S:.MO
817501 ’

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY ~ DIRECTOR

FEBRUARY 24, 1972

MEMORANDUM

TO: ALL PRODUCERS AND PURCHASERS IN THE SOUTH
- CARLSBAD-MORROW AND SOUTH CARLSBAD-STRAWN
GAS POOLS
FROM: A. L. PORTER, Jx., SECRETARY~DIRECTOR

SUBJECT: CASE 4668 (GAS PRORATION CASE)

The Commission has had a request that Case 4668,

- which has been docketed for hearing March 1, 1972, be heard

by a quorum of the Commission rather than by an examiner. The

Commission will therefore dismiss Case 4668, and the subject

" matter will be re-advertised to be heard at the next regular

hearing of the Commission tc be held in Hobbs on April 19,
1972. This will allow ample time for all interested parties
to be prepared for the hearing. No further delay should be

necessary. : !

ALP/ir.
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V. R.MODRALL

JAMES €. BPERLING
JOSECPH E.ROCHL
OCORJE T. WARAIB, UR,
OANIEL A, 3181

LEL s A, SEOBCARY, JA.
L] DEWERY, IR,

i ALLEN, UR,
JAMES P, SAUNDERS, JR,
JAMELGS A PARRER

JOHMN A, COONEY
KENNETH L.HARRIOAWN
PLICAR L. ADANG

OALE W.ER

DENNIS J.FALK
FARRELL L.LINES
ARTHUR 0. MELENDRES

LAW OFFICES OF

MODRALL, SPERLING, RoEnL, HArRrIs & Sisk

PUBLIC SERVICE 8UILDIRG

JOMN F. 8IMMS (1885-19%4)
AUOQOUSTUS T. SEYMOUR
(e07-1989%)
P 0. 80X 21808
. TELEPHONE 243-4310
ALBUQUERQUE, NEW MEXICO 87103 AREA CODE 505

March 31, 1972

Mr. George Hatch
0il Conservation Commission
P. O. Box 2088 _

. Santa Fe, New Mexico 87501

Re:

Case Nos. 4693 and 4694

Dear George:

The above cases are set for hearing in Hobbs.

This

letter is to advise that I am New Mexico counsel
for Transwestern Pipeline Company in these matters.
I will appreciate your noting my appearance with
the firm of Vinson, Elkins, Searls & Smith, of
Houston, Texas, who will also appear in these cases.
I do not plan to be present personally.

JES:jv | j

cc:

A .

Best regards,

Ly .
7 N 2 ¢

: James E. Sperli

Mr, James W. McCartney
Vinson, Elkins, Searls & Smlth

Attorneys at Law S <:>
First City National Bank Bldg. ‘e’

Houston, Texas

77002 | \Q
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

<

1
“\“

IN THE MATTER OF THE. HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
ON ITS OWN MOTION TO CONSIDER ’
INSTITUTING GAS PRORATIONING IN -3 a1 jff’“m
THE SOUTH CARLSBAD-STRAWN GAS (}1L4g;;§&5 XL
POOL, EDDY COUNTY, NEW MEXICO. -

CASE NO. 4694
Order No. R- /4

704/

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 19, 1972,
at Hobbs, New Mexico, before the 0il Conservation Commission of
New Mexico, hereinafter referred to as the "Commission."”

NOW, on this .. day of July, 1972, the Commission,
a guorum being present, having considered the testimony presented
and the exhibits received at said hearing, and being fully advisefl
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cuase and the subject
matter thereof.

(2) That by Order No. R-3922, dated February 20, 1970, the
Commission created the South Carlsbad-Strawn Gas Pool, Eddy
County, New Mexico, for the prodﬁction of gas from the Strawn
formation.‘

(3} That the horizontal limits of said pool have been
extended from»time to time by order of the Commission.

(4) That the horizontal limits of the South Carlsbad-
Strawn Pool, as defined by the Commission, at the‘time of hearing
this cas. ~_..prise the following described area:

EDDY COUNTY

TOWNSHIP 22 SOUTH, RANGE 27 EAST, NMPM

Section 30:

S/2

Section 31: All
TOWNSHIP 23 SOUTH, RANGE 26 EAST, NMPM
Section 1l: E/2
TOWNSHIP 23 SOUTH, RANGE 27 EAST, NMPM
Section b: All




~has been substantially altered. after February, 1972.
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i

{5) That in February, 1972, there were 4 wells compléted
in the Strawn formation within the above-described area and
connected to gas transportation facilities.

(6) That in February, 1972, %f the wells was connected
to the Transwestern Pipeline Company gas gathering system and
that 2 of the wells were connected to the Llano, Inc. gas
gathering system.

(7) That the South Carlsbad Field comprises the South
Carlsbad-Atoka, South Carlsbad-Strawn, and South Carlsbad-Morrow
Gas Pools. |

{8) That the capacity of the Tranﬁxsftern system serving
the South Carlskad Field is 90,000 MCE:per déy.

- (9) That the capacity of the Llano system serving the
South Carlsbad Field is’3o,ooolmégn e:dday.

(16) That the Transwestern system that takes éas from the
South Carlsbad-Strawn Gas Pool also takes gas from the South
Carlsbad-Morrow and South Carlsbad-Atoka CGas Pools.

(11) That the Llano system that takes gas from the South
Carlsbad-Strawn Gas Pool also takes gas from the South Carlsbad-
Morrow Gas Pool. |

(12) That at the time of this hearing, the most recent
month for which production figures were available was February,
1972,

(13) 'That there is evidence that additional wells have been
connected to gas transportation facilities in the South Carlsbad+
Morrow Gas Pool and South Carlsbad-Strawn Gas Pool after
February 1, 1972, and prior to the time of this hearing.

{14) That there is no substantial evidence that the manner

of producing the wells in the South Carlsbad-Strawn Gas Pool
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(15) That it can reasonably be inferred that the manner
of producing the wells in the South Carlsbad-Strawn Gas Pool
is substantially the same as it was in February, 1972.

(16) That at the time of the hearing of this case, the
Transwestern system was purchasing approximately 41,000 MCF’of
gas per day from the three pools combined.

(17) That in February, 1972, thé Transwegtern system pur-
chased an average of 1815 MCF of gas per day from ﬁhe one well
in the South Carlsbad-Strawn Gas Pool connected to its system.

(18) That at the time of this hearing Transwestern was
purchasing gas from thirteen wells producing from the South
Carlsbad-Morrow Gas Pool, three wells producing from the South
Carlsbad-Strawn Gas Pool, and one well producing from the South
Carlsbad-Atoka Gas Pool.

,(19) That considering the fact that Transwestern's system.
is taking gas from thirteen wells in>the South Carlsbad-Morrow
Gas Pocl and from one well in the South Carlsbad-Atoka Gas Pool,
its capacity to take gas from the South Carlsbad-Strawn Gas Pool
is substantially less than 90,000 MCF of gas per day.

(20) That in February, 1972, the Llano systeﬁ purchased
10,393 MCFrpEﬁf3§§<§§:§§§>from three wells producing from the
South Carlsbad-Strawn Gas Pool.

(21) That at the time of this hearing Llano was purchasing
gés from three wells producing from the South Carlsbad-Strawn
Gas Pool and three wells‘producing from the South Carlsbad-
Morrow Gas Pool.

(22) That considering the fact that Llano's sytem is
presently connected to three wells in the South Caflsbad—Morrow
Gas Pool, its capacity to take gas from the South Carlsbad-Strawn
Gas Pool is substantially less than 30,000 MCF of gas per day.

(23) That the combined capacity of the two syséems for gas
from the South Carlsbad-Strawn Gas Pool is substantially less

than 120,000 MCF of gas per day.
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f’" ,»fcd
bhbiiﬁ&¥m;ells in the

(24) That thegshut-in pressures of
South Carlsbad-Strawn Gas Pool connected to gas transportation
facilities in February, 1972, -rangecs from a-low-of 3421 psi
to a high of 3955 psi; that the average of said pressures is
3742
33435 psi.

(25) That considering the nature of ‘the South Carlsbad-
Strawn Gas Pool reservoir and the high pressures existing in thg
pool, the daily deliverability of a well at 850 psi is essentially
the same as it would be at 870 psi or 900 psi.

(26) That the producing capacity of tHe one South Carlsbad-
Strawn well connected to the Transwestern system in February,

, me b 9y qeo
1972, at 850 psi is approximately 22,500 per day; that the
capacity of said well at absolute open flow is approximately
‘{';“M

23,012 Mcnfﬁér day.

(27) That the combined producing capacity of the three
South Carlsbad-Strawn wells connected to the Llano system in

February, 1972, at 850 psi is approximately 51,500 MCE\per day;

that the capacity of, said wells at absolute open flow is approxi-

mately 59,350 Mcéﬁper day.

(28) That the combined producing capacity of the four
South Carlsbad-Strawn wells connected to gas transportation
facilities in February, 1972, at 850 psi is approximately 74,000
MCEP;er day; that the capacity of said wells at absolute open
flow is approximately 82,362 MC&?g;r day.

(29) That since February, 1972, Transwestern has connected
to its system two additional wells producing from the South Carls
Strawn Gas Pool. |

(30) That wells in the subject pool connected to the

(2¢)  (29)
Transwestern system and as described in Findings 2¥ and 28, above
are capable of producing gas substantially in excess of Trans-

western's capacity to take gas from the South Carlsbad-Strawn

‘Gas Pool.
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(31) That wells in the subject pool connected to the Llano
system as described in Finding No. 22, above, are capable of
producing gas substantially in excess of Llano's capacity to
take gas from the South Carlsbad-Strawn Gas Pool.

(32) That the combined capacity of the wells connected to
both systems is substantially in excess of the capacity of the
combined gas transportation facilities in the pool.

(33) That the Transwegtern syétem is currently purchasing

. x\gw B Quseaze N . 77°¢"—'—
approximately 41,000 MCF, per day,from the seventeen wells in the
South Carlsbad-Atocka, South Carlsbad-Strawn and South Carlsbad-
Morrow Gas Pools connected to its system.

(34) That the Llano system is currently purchasingAfrom the
South Carlsbad-Strawn and South Carlsbad-Morrow Gas Pools sub-
stantially lgsgothan‘ZS,OOO MCF of gas per dayd“ﬂ““%%d

7h”"¢fggf‘ ThatiipAFegruary, 1972, Transwestern purchased approxi

[

mately 1815 MCE?ng day from the one well connected to its
system producing from the South Carlsbad-Strawn Gas Pool.

(36) That at the time of this hearing Transwestern was
purchasiﬁg gas from thirteen wells producing frcm the South
Carlsbad-Morrow Gas Pool, three wells producing from the South
Carlsbad-Strawn Gaé Pool, and one well producing from the South
Carlsbad-Atoka Gas Pool.

(37)  That in February, 1972, Llano purchased approximately
10,393 MCF of gas per day from the three wells connected to its
system producing from the South Carlsbad-Strawn Gas Pool.

(38) That at the time of this hearing Llano was copniected tp
three wells producing from the South Carlsbad-Morrow Gas Pool and
three wells producing from the South Carlsbad-Strawn Gas Pool.

(39) That considering the fact that Transwestern is taking
gas from thirteen wells in the South Carlsbad-Morrow Gas Pool

and one well in the South Carlsbad-Atoka Gas Pool, it must be
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y
2y

taking substantially less than 41,000 MCF, per day from the South
Carlsbad-Strawn Gas Pool. ’

(40) That considering the fact that Llano is connected to
three wells in the South Carlsbad-Morrow Gai Pool, it must be
taking éubstantially less than 25,000 Mcﬁ%g;r day from the
South Carlsbad-Strawn Gas Pool.

(41) That both systems combined are currently purchasing
substantially less than 66,000 MCFﬁgér day from the South Carlsbad-
Strawn Gas Pool.

(42) That the reasonable market demand for gas from the
wells in the South Carlsbad-Strawn Gas Pool connected to ?hsg
Transwestern system is substantially less than 41,000 MCF; er day

(43) That the reasonable market demand for gas from the
wells in the South Carlsbad-Strawn Gas’Pool connected to the

L) t\"
Llano system is less than 25,000 MCF}ﬁer day.

(44) That the reasonable market demand for gas from the

X
‘Q\Q wells in the South Carlsbad-Strawn Gas Pool connected to both
{{\ systems is less than 66,000 MCng;r day.
-7 . (45) That the wells in the South Cailsbad-Stréwn Gas Pool
| connected to the Transwesterh system are capable of éroducing
N gas in excess of Transwesternfs reasonable market demand for gas
L % from those wells.

(46) That the wells in the South Carlsbad-Strawn Gas Pool

#
Ao,

'~ connected to the Llano system are capable of producing gas in

e, &

excess of Llano's reasonable market demand for gas from those

wells.

e

)
Py 2l Ao

(47) That the wells in the South Carlsbad-Strawn Gas Pool

are capable of producing gas in excess of the combined reasonable

7
-~

market demand for gas from the South Carlsbad-Strawn Gas Pool.

22, s MEPy

¢

That in Februar 1972 as was taken’from the well in
C_H)-(—ﬂ’f | Y r 9
N the South Carlsbad-Strawn Cas Pool connected to Transwestern's
. 1878
N S system at an average take per connection day of #834+¥ MCFQ$£~ga5
&
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(5‘“) #49) That in February, 1972, gas was taken from the Jvetstmr
o lebod - dltacrn Mere Pove - G T he e,
wells in thejsubdoet—peed connected to_Llano's system at a==atej?

A Corrrnealeon, Ly ¢ 34 6 o MCE
R« i IS S e g ; g

/7 o .

u- o

{i T O e £3s

- = 2= ks oty

’ r s in

the subjeet—poul CoOnnNected tU Transwesterhls—syrem—at—a rate of

400%~eé—Transwestern%*mcnth&y—market"tnr'ﬁas ITom the poor.
S —hat—in-Eebruary—1992 935 wWas  takenr—from—tireWells
in .the subjeet—-pooi—comrected—to—Firamots—system at——a rzte
32.%
Nari-ng-—feom ¥ O Llanoc s monmthIy Market for gas LIom the poo
to—342e—vovf—satamarkeer>

(gfl) 4827 That gas is being taken from the wells in the
subject pool at a rate varying from approximately 14.9% of the
- 29.7—‘7%
monthly market for gas from the pool to 25% of the monthly market

for gas from the pool. %

o

:|6'2-] (54) That in February, 1972, gas was taken from the well
in the subject pool connected to Transwestern's system at a
rate of g&é;zﬁf its daily déliverability.>

(ﬁ?ﬁ%} (55) That in February, 1972, gas was taken from the wells

in the subject pool connected to Llano's system at a rate

varying from 16.3% of a well's daily deliverability to 32.5% of

a well's daily deliverability.

(#-q) (56) That in February, 1972, gas was taken from the
8./%

wells in the subject pool at a rate varying from 8.8% of a well'd

daily deliverability to 32.5% of a well's daily deliverability.
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i;‘

ﬁ(}‘f) 45+ That the reasonable market demand for gas from a

| well is that well's fair share of the total market demand for

,? gas from that pool that can be produced without waste.

QJF&J &68— That gas is being produced from some wells in the

E subject pool in excess of the reasonable market demand for gas

j from those wells.

(‘7} %97 That gas is being produced from some wells in the

| subject pool in an amount iess than the reasonable market demand
for gas from thése wells.

E;‘S;) 607 That gas is not being taken ratably from the various

| producers in the pool.

5‘?} (6T That there are owners of property in the subject pool

‘ who are being denied the opportunity to produce without waste

their just and equitable share of the gas in the pool.

60) (-62(‘)' That there are owners of property in the subiject pool
i that are producing mbré than their juét aﬁd>equitable”$ﬂareu6f7
the gas in the pool.

(b/} ¢63T That drainage is occurring between tracts in the pool

which is not egualized by counter drainage.

63-> L4y That the correlative rights of some producers in the

pool are being violated.

F}Q 2) 9657;'That waste is occurring in the subject pool.

,cp qv J&&) That in order to prevent waste and to ensure that all
owners of property in the subject pool have the opportunity to
produce their share of the gas, the subject pool should be pro-
rated in order to limit the amount of gas to be recovered from
each tract to the reasonable market demand for gas from that trac
that can be’ produced without waste.

’65‘) L6y That to ensure that éach owner of property in the

subject pool has the opportunity to produce that amount of gas

that can be practicably obtained without waste substantially in
the proportion that £he recoverable gas under his tract bears

to the total reéoverable gas in the.pbol, the subject pool should
be prorated in order to limit the amount of gas to be produced

from the pool to the reasonable market demand and the capacity

of the gas transportation facilities,
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'
(bo) (68) That the subject pool has not been completely developeé
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{ That there are recoverable gas reserves underlying eac%

o’)

of the developed 320-acre tracts within the horizontal limits of
! b
- the subject pool; that there are <% developed 320-~acre tracts in

! the pool as defined by the Commission.
&
(??/) 4727 That due to the nature of the reservoir the amount of

recoverable gas under each producer's tract cannot bhe practically

T

determined in the subject pool by a formula which considers effec

e e

i
| S,
j tive feet of pay, porosity, and water saturathxy@%rthey-upputgs
' i

1(}774 (131/'That due to the nature of the reservoir the amount of

recoverable gas under each producer's tract cannot be practically

the deliverability of a we1%Cf??%ﬁ%”&breaqe“ﬁ?gtﬁﬂﬁﬂﬂtﬁw?H WeTL.

(R)

‘That the amount of éés that can be practicably obtained




without waste by the owner of each property in the subject pool
substantially in the proportion that the recoverable gas under _

his tract bears to the total recoverable gas in the pool can

be practically determined best by allocating the allowable producL
tion among the wells on the basis of developed tract acreage
} .
—.-f-1compared to total developed tract acreage in the pool.
Tl e
. R
7] (‘: ™ R
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pﬂ?)iﬁﬁf’ That considering the nature of the reservoir and the
known extent of development, a proration formula based upon sur-
face acreage will afford the owner of each property in the pbol
the opportunity to produc¢e his just and equitable share of the
gas in the pool so far as such can be practicably obtained
without waste substantially in the porportion that the recoverabld
gas under such property bears to the total recoverable gas in
the pool.‘

\7751 (267’ That in order to prevent waste the total allowable
production from each gas well producing from the subject pool
should be limited to the reaSonable market demand for gas from
that well. : |

(7”5/ (3#¥~ That in order to prevent waste the total allowable

production from all gas wells producing from the subject pool

should be limited to the reasonable market demand for gas from | .

the pcol.

(77} (—78')’ That in order i:o prevent waste the total allowable
production from gas wells in the subject pool should be limited
to the capacity of the gas transportation system for the subject
pool's share of said transportation facility.

\7 K) -(fT‘:T)/ That considering the available reservoir information,
a 100% surface acreage formula is presently the most reasonable
basis for allocating the allowable production among the wells
delivering to the gas transportation facilities.

(77} (867 ‘That in order to prevent drainage between tracts

that is not equalized by counter drainage the allowable production

from the pool should be prorated to the various producers upon a
just and equitable basis.
(@'0) (84) That the adoption of a 100% surface acreage formula
for allocating the allowable production in the subject pool will,
_insofar as is presently practicable; prevent drainage betﬁeen

producing tracts which is not equalized by counter-drainage.

W
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Cgl)_L%ZT That in order to ensure that each operator is afforded

the opportunity to produce his property ratably with all other

operators connected to the same gas transportation facility,
allowable production from the pool should be prorated to the

; various producers upon a just and equitable basis.

(ﬁg7) 4837 That the adoption of a 100% surface acreage formula
for allocating the allowable production in the subject pool will,
insofar as is presently practicable, allow each operator the
opportunity to produce his property ratably with all other opera-
tors connected to the same transportation facility.

(« 5, (847 That the subject pool should be governed by the
General Rules and Regulations for the Prorated Gas Pools of
Southeastern New Mexico promulgated by Order No. R-1670, as
amended, insofar as said General Rules and Regulations are not
inconsistent with this order or the Special Rules and Regulations
for the subject pool promulgated by this order.

IT IS THEREFORE ORDERED:

(1) - That the South Carlsbad-Strawn Gas Pool in Eddy
County, New Mexico, is hereby prorated, effectivew

(2) That the subject pool shall be governed by the General
Rules and Regulations for the Prorated Gas Pools of Southeastern
New Mexico promulgéted by Order No. R-1670, as amended, insofar
as said General Rules and Regulations are not inconsistent with
this order or the Special Rules and Regulations for the subject
pool as hereinafter set forth, in which event the Special Rules
shall apply.

SPECIAL RULES AND REGULATIONS

FOR THE
SOUTH CARLSBAD~STRAWN GAS POOL

A. WELL LOCATION AND ACREAGE REQUIREMENTS
RULE 2. Each well completed or recompleted in the South

Carlsbad~Strawn Gas Pool shall be located no closer than 660 feet]




TR —

Padd

...12..

CASE NO. 4694

Order No. R-

to the nesarest side boundary of the dedicated tract nor closer
thaﬁ 1980 feet to the nearest end boundary nor closer than 330
feet to any governmental quarter-quarter section line.

RULE 5(A). Each well completed or recompleted in the South
Carlsbad-Strawn Gas Pool shall be located on a standard proration
unit consisting of any two contiguous quarter sections éf a
single governmental section, being a legal subdivision (half
section) of the United States Public Land Surveys. For purposes
of these rules, a standard proration unit shall consist of 316
thiough 324 contiguous surface acres.

C. ALLOCATION AND GRANTING OF ALLOWABLES

RULE 8(A). The allowable production in the South Carlsbad-

Strawn Gas Pool shall be allocated as follows:

~The pool allowable remaining each month after deducting the

“total allowable assigned to marginal wells shall be allocated

among the non-marginal wells entitled to an allowable in the
proportion that each well's acreage factor bears to the total
of the acreage factors for all non—margiﬁél wells in the pool.
C. GENERAL

RULE 25. The vertical 1imi£s of the South Carlsbad-Strawn
Gas Pool shall be the Strawn formation.

RULE 26. The first proration period for the South Carlsbad-

Strawn Gas Pool shall commence _1%‘&2E‘4£a /, /QZQ?EL_ ’
- Y PAT _
ff3§;355§, Subsequen

and shall terminate ,QQ/L&;//L(%A’,L 37
4

proration periods shall be the twelve-month periods as provided

in the General Rules.

IT IS FURTHER ORDERED:

(1) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may. deem necessary
DONE &t Santa Fe, New Mexico, on the day and year hereinabov

designated.

Tt

W
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’1nst1tut1ng gas prorationing:-in the

BEFORE THE
NEW MEXICO OIL CONSRRVATION COMMISSION
CITY HALL BUILDIMNG
HOBBS, MW MEXICO
April 19 & 20, 1972

COMMISSION HEARING

IN THE MATTER OF:

Thé*hearing called by the Oil Conservation

..Commission on its own-motion.to consider

Case No. 4693
 and

Case Mo,

South Carlsbad-Morrow Gas Pool and the
South Carlsbad-Strawn Gas Pool, Eddy
County, New Mexico. -

4694

Nt Nt ek Nl Nl st Nt ot Nt

BEFORE.“ State Ceologlst A. L. Porter, Jr., Secretary~Director

[y S

y\;wh,_,Land,CommlsSLOner Alex Armijo, Member
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- COmmxssxon.m_ , ’f’._ 'qu*'“

-Fand Mr. Utz.> The two plpeflln& companies who purchaéejgas'“

MR, PORTER: The learing will come to order.

I should have made the announcement earlier this morning,

I did make it last evening and most of you were here, in

regard to Governor King whe had to cancel out at the last
minute. I was in his office at 10:30 o'clock the-day before

. yestefday before I came down to Hobbs and he had already .

madevféservations and fully intended to come to the

Hearing. .
© As ybu know, Govcgnér King is very much interested
in the,affairs»of“the'oil and Gas Industry and the development

§f.ra§6u?ces-in the State. _He. also wanted to come to Hobbs

aﬁd'wgé-éxtremely sorrY=he'could not be here.. Things came

up that required him to cancel his appearance. He asked

me to express his regréts'to you that he could not be

here.-

-_We wzll take Cases. 4693 and 4594,
.. MR/ BATCB

"fi.MR HATCH I have asked that Cases 4693 and 469

~

:f?havxn‘?to'do w1th lnstxtatxng prorat;on in the South.Carquada'”'
”Morrow Gas Pool and ‘the SOLth Carlsbad Strawn Gas Pcol be"
» consolxdatad for the purbo«e of thls Bearlng only.. There

.w111 be two separate Orders that w;ll be wzltten by the %f_g

oo - T - et a -

a

;iThe Comm;sSLOn wxll have»two w1tnesses. Mr. Stamets -
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1 |

1 in those two pools have voluntarily consented to also é&%

on testimony concerning their facilities and concerning

[\

3 guestions of market demand and capacity.

;i S 4 So first I will present Mr. Stamets and then
R ~

.} R 5 Mr. Utz to be followed by the representatives from the
{ R ; S :

ig e 6| pipe line companies.

¢ :: 71 ?-Lﬂq . er Nutter, have you distributed the Exhibits
iy .= o alans
,ig as 8 to- the plpe 11ne companleq and to all the diktributors?
i =

3 .;.'-__,.. 9| : MR, NUTTER: Yes. .

ﬁJ — 10 ' ' MR. PORTER: Let me ask you, are thexre any

i} = 11 objections to consolidating these cases for the purpose of

12} taking testimony. As Mr. Hatch has indicated there will be
13 separate Orders issued.
14 o MR. NEAL:. I am C. Fincher Neal of Neal and Neal,

Hobbs, New Mexzco._ We reprasent Cltles Sexv1ce alonq with

IRt 77 5 M A I LS O )
. riia—iain, et AR
| —— \

Ik
n

$3 16 ‘Mr. LeBlanc of Tulsa. We are only lnterested in Case 4691,
3 R o _
%i ir but'we have,no objectlon to thP Hearlng beJng consol1datea.

?T ”jé Ou_ testlmony,fhowever, WLll only apply to that ‘one Casa- .

%3 ‘i§ _ and that one formatxow. ;;,f;

[ L. b . _‘_-: B

% 20 SR MR; PORTER—v I don! t bnlleve that w1ll be any

i B .

| problem. . ol T |
13 e ' | BRI | »
%"‘ oy | o MR, HATCH: - No problen.

sl fw:?MR; NEAL-' Thank you.

,&
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tevens,ISanta Fe. We have no objection to consolldatzon,

% "‘ ‘ {3‘

» 25 N Lo

T
< skl
"y

t




m

e -..‘\_i
. hasiclt - m

d el

P

L

ey ey e

his

B e

»

,
of
>

o

P 1
-
]

pa—

»

-meier re

dearnley

. SPECIALIZING It DEPOSITIONS, HEARINGS, STATEMENTS, EXPERY TESTIMORY, DAILY COPY, CONVENTIONS

200 SIMMS BLDG.¢P,O, BOX '1032OPHON5 243-06016 ALEUQUERQUE, NEWMEXI1CO 87103

FIRST NATIONAL BANK BLDG, EASTOALBUQUERGQUE, NEW MEXICO 87108
vy . . LR IS R
Sy i . & $oa X v .

-t

O

S-S

(oY
(23

o
w

PAGE 4

fQMr{ Hatch, or have you prepared your testimony to present

:compahies' teetimony would be that easily separated. We

d1v1ded easxly.

testlmony;

:houtllned@by Mr.*

ent;re~presentatlon whlch w1ll be very easxly dxstingulshed >'ﬁ

' ’,

but for the purpose of clarity we suggest that paerhaps
testimony'on the Morrow cvan be heard first and then we
can have cross-examination and discussion. I say this on
the basis that the two fields are vastly dissimilar in
composition and in pay guality,

MR. PORTER: Do you have any objection to that,

both pools at the same t:Lme‘>

- MR;.-HATCH: I think the COmmission could do tﬁat

very easily,. but I?am not sure whether the pipe line

can_ask them if they have any objection.
R, PORTER: What about the Commission's
testimony?

MR, HATCH: The Commission’s testimony can be

g 7773#; KELLAﬂln- Jason W. Kellahin of the fitm

of Kellahln.& on, Santa Fe, appearlng f01 ‘PennzOll.. Our

ﬂs so prepared that Jf we follow the procedure ;_gj

Stevens there w;ll be a lot-of unnecessary:'

repetitlon.,lt would be qimpler for us- to go ahead with the

however I must
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at this point that we are limited in time since
a 2 Mr. Armijo must get back to Santa Fe this evening. Now,
s (G
v 3 there can be quite a bit of testimony presented and quite
3 :f 4 a bit of cross~examination, I'm sure. So as far as we are
3 ;;3 5 concerned we would like the testimony presented in the
EE 6 “manner in which it can be most expeditious to handle from
:a_ = y 'Q;tpoint of.time.
— o » o , , .
3 -gg : 8 The case was orxglnal]y llqted and there was 2
= e '
— 9 (request for a- full Commzss;ou Hearlng so it was. continued
. | as ‘ .
ui = for two months.
= 10 | R o |
J} _— ” MR. CHASE: We represent Mr. and Mrs. Grace,
. 2 12 Michael P. Grace and his wife, Corinne Grace, of the City
B z s 3 of Carlsbad. My name is Edward Chase and my office is in
0o v N ‘ ) :
'i % E 14 the ‘Bank of New Mexico Building, Albuquerque, New Mexico.
5 a2 s o S
- F 15 My-associates, Mr. Charles C, Spann»and.Mr. George Hunker, Jr,
> .Ho -
. 4 3; .
;HJ § §§ 16 .I wxll hand the Reporter, w1th your perm1551on, the cards
: u 2= -
R » . Ow - - M
iy EaZ fof these gentlemen.
3 ) . 5 17 ]®
S = *0
= S
§ 2318
et O & S 1
PR S T
%iiﬁi‘ -3 §:¥20_‘ . g ’
: ; §§ : 'and.guts cf. the sxtuatlon qulcker. Mr. Spann of.the flrm
S S o 21 . '~'6*-‘ -
- S |4 'é - -
; IS R
P % Ja gz» : AT P ;;r, A »
o 235 take the lead lnnthls case: as our trial 1awyer and
: z r = : L
) g - g g ; . N - ’-.,.,' ~ R
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‘.was:called-as a thness and after belng duly sworn, testxfled

,;aé;fbllcﬁéj?

T BY MR. HAfcﬁ:"'“

’:Q;;3LWL11 you state your name and p031tlon for the recordt

MR, SPANN: We, of course, think the Strawn

should be heard first, but we will comply with the ruling
of the Commission.

MR. STAMETS: My testimony is designed to cover

‘both pools, and the Morrow first primarily, but the Exhibits

which we have preparaed cover bhoth pools,

MR. HATCH: I have a letter here from one

company saying that if everybody enters intc the spirit of

- cooperation and conservatign,_and I think we can do that,

and I wouid’recommend we_géﬁahead on the original grounds
be;ause I think we are alreadf wasting time<here;_.' |

MR. PORTER: That is a fact and the Commission is
going to rule that the Cases’willybg conéolidated-for this

Hearing and the CommisSsion may proceed at this time with

" its first witness, -

_ RICHARD M. STAMETS,

s

A . R, L. Stamets, Technlcal Qupport Chlef for the 011 ‘

':fConservatlon Commlsszon of the State of New—Mexxcog

)
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you thé question:
o Yes; sir.

.~ a position dealing both in
- Would you state how many years you have worked

1957,

‘moving tO'Santé Fe?

'4"work1ng for'the Commzsqlon in. Dlstrlct Two, whlch'

-fﬁ'speakxng of here todav.

And your principal place of work is in Santa Fe?
It isg.

You gave your position as Technical Support Chief, does
that position include any duties pertaining to vour
txaining as a geologist ~- perhaps I should have asked
Are you a geologist?

My position as Technlcal Support Chief is

‘services to the Secretary--Director of the Commission.

Zor
the Commission?

I have Qorked for the Commission éince October of
_During that time I have been c1assified'a§>é
geologist for.about fifteen years,

Whers did you work for the Commission prior to

I spent twelve years, before mOVJng to Qanta Fe

. e T
- is prlmarlly Eddy County and a portlon of Chevez S

County which covers the territory we are goxng to bef>"

technical and admlnxstratxve g
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1 A Yes, sir, I am.
2 Q Have you made a study of theése areas in prepaxation
3 for these two Cases?
4 A  Yes.'iIn preparing for this Hearing I examined logs,
5 N T well récords, sample descriptions, scouting records,
6 f: 7;Léiv;£ious:Commission records on the South Carlsbad
,»; ) Wj5Gas Pools. Although I made an attempt to get éore
- A . :
8 h;w;l‘ dééa there was none available as far as the Morrow
; ' -“:a,was concernéd.( As near ag X have béen able to
10l détermine no cores have been"éaken of the Morrow
1 formation, there is one c¢oxe in the Strawn which
lév comes from a nbnproductive Strawn well.
13 ~Q1 - In connection with your study of the various pools
14 |- »1n the “South Carlsbad field, have you prepared certain
1% Exhibits to be nresented to the Com i gion for the;r
16 ;: f}consxderatxon’
.
18
;b xcase 4694. ’This.wgs.done‘for the:purpgse ij?%§¥i£yf*
-;i 3 ’1n the record.Ar ) S
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1 Q Is there another pcol in the South Carlsbad Pool
pesides the two that you have mentioned?

3 A Yes, there is the South Carlsbad Atoka Field,

B 4 Q would you refer to what you have marked as Exhibit 1
Eg} 5 i:ﬁ_ véﬁd-éxplain to thé‘Commission what it is intended to “
. 'gé '5"”;; i\repr;sant? |
j} E? 7| A Exhlblt l is entltle&, Well Data, and lists all of the- ‘
fj '§§ 8 o wells drilled in the two pools. These are identified |
ii zé? 9 : --‘p by operator or by lease. name, well number and loc#ﬁion.
?] -gg 10 FOn here I have put tha'well elevation, the total dépth
234 = 1"  of the well by my pick of the top of the Strawn liﬂe
;d . 12 and the top of the Morrow.
% g 13 All these -wells listed on here are Morrow
é g 14 completions unless it is noted otherwise.
% ; 1% 0 There are three pageé here and this Exhibit has heen
% ia.f;g5;t mérked w1th the two - dlfferent Case numbera.b Which
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Q

o

Compiled f£rom the various logs and other information

you had availabla?

Yes,.

Wnat about the locations of the wells and the elevations,

.. was all that taken from Commission records?
- 'These are from Commission records.. . There is one wall

-7 that.we are not just‘eXQctly clear on Qhere'it<will'

be drilled at £his'£ime, The Union OiI}Companyﬂbf
Célifofnia has received a nonstandérd ldﬁatldnf
approval at location 1230 noxth, 1980 weot‘, Howéver,
at this time we do 'show the well on. our map.

PEEP

There are a few blank spaces on thevExhibit, would
you give the Commission a reason-why“thétiinformalion
is miséing? | R

WeLl, tha well mlght not have been drllled deep»

enough to pl¢k the Morrnw marker‘ we mlght not have
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'?iNo, I do not. My own . feelxngs about tha Morrow 1s

taken from the data sheets, The completed gas wells

are identified by the standard gas well symbol as

shown in the legend. The wells completed in the

Morrow are colored red and the dual comvletions are

colored red and green. At this time Pennzoil-Mobil

i Twol?e‘Foderal in the north half of Section 12 is a
"duai:wa;l and it was completed in the Morxrow and the
AAtokgfihThe drilling wells are identified by circles,

~ these are either drilling or axe incomplete.

This=contour map shows a trend going north

’ hortheast»to~$outh southwest. The Morrow marker is

also shown on this Exhibit. Further, you will note

the line on the cross section as A and A' and B and

"B! on this map. This is my own interpretation,

Mr. Stamets, considering what you have presented so

far, do you think the horizontal limits of the Moryow

<  Pool have been determ;ned’

‘thatllt‘is very dlfflcult to- tell.xf you hava actually'—:'

‘,?determlned the 11m1ts of the fleld You may get gome.

| 'ibad wells on- the edge and step out a llttle further fff.f"

and get some good wells.

"-jAre there a: number of weJls shown on.. thlc Exhlblt

?éfhorizontal 11m1ts have not been determxned yet° .

(.-iffthat have been drllled that would 1ndlcate that the;;ffy
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A

“-_fwell in Sectlon 18, 23 South, 27 East; and I understand

. Well, the_Udion of California - Lea Well in Section 29

‘: 76f 22 Sduth, Range 27 East; the Phillips Petroleum

Affhat Mrs. Grace 18 in the process of completing a well

aéin Saction 11, 23 South, 26 Fast, There are other -

._'wells you can see atound there and I don't think there.
is.any need to discuss each one.

- I believe you are going to refer to Exhibits 3} 4 and

"1.or*léase‘name}‘well“humber and;ldéatibh; Additiona]ly,

i;I haveashown the perforatlon fox each of the wells

:;;ln Santa Fa get me the productxon from these wells
vi};for most.of December, January and February. I just

'Tfnoticed awhlle ago that in the Morrow there-are no

Yas,

Would you point out some of them?

~.

5 wiﬁhout me interrupting youw. Perhaps you can go
through those and.present-them to the Commission showing
what they depict.

Exhibit 3 is a tabulation of all of the Morrow

completions and these are identified as to oneratbr.

;"l
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Q

amounts of liquids because there are some pretty good

size tanks sitting down there,

What: liquids do you think are being prodﬁced?

Thers is waﬁer being produced from the Morrow wells.
Exhxblt Number 3 leads directly 1nto our |

Exhlblt Number 4 which is a graphic dlsplay of thxs

:'?;same~¢ata.v All of the wellq are shown there and aJl

should'be horizontally»correlative.'-thf this shows,

are identified across the top. .THE‘perforatzons are»!»

noted by the short horizontal lines.{v

From what I have seen from the logs tha thickness

U of the Morrow is quite regular so the perforated zones

if you get your straight edge out, you see my R

interpretation and you see therz is no one pay zone

common to avery well in tﬁe:pgoli 'Bgfdfébproceding.'

3 o .- a2 an N S R S .
any further, thexs is'no p ;.t ‘Cular Order on these
v ,

d T

e thls shows there are some 1solated pay zones 1nftheff

look at”the Cltles Servlce Well the Mexland'pgﬂ

from év ry other produclng well ln the field I feel HE;;-
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is out there.

_Fedetal Number l, it is rather central y located in

. We can see this is a d%fferent zone and the same zone

_[:well.
fthrough talkzng about.
:;~thera to the interval being produced from the Texas

”ﬂ’OLl and Gas American Number l._

‘aare not in the gsame 1nterva1 as 1n the Grace well.
Sxmilarly, you can do t.he same thxng w:.th the other

'lf»wells and I believe 1f you w111 dc thls you w;ll 9ee .

and Gas Pan Amarican Number 1 you can see where i+
appears there is an isolated zona that is perforated
in that well only and does not extend to the other-wells,
apparently. This interval runs from about 160 feat to
260 feet béiow_the Morrow marker.

Now;.berhaps you wouldflike to just take a laok

at some of the offset wel]s just to see what actua]ly

. For examnle, 1et's take Pennzoil

the south half of the pool and if -you look to the
nortﬁwest\you can see it is offset by the Grace Number
1. Let's look down and see the perforated interval.
doeS‘ndt:aP?éar to be producing/thesa two weils.' 
Simiiarl;-if we look further to the southwest the’
offset is ﬁhe Grace~-Humble Number 1 and weasee it".
is not producting from the same zone as the‘Penhzéil

e

Let s take a look at the Grace well‘we Just got,i R

Let's compare the lnterval

We can see some of the

~ .

perforatxons of the Pan American Number 1 and they

4.’-‘
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10

11

13
14
15

16
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that generally tbere is more porosity in the south
half of the pool.
If you look at what has been marked Exhibit

Number 5 in this case -~ I'm sorxy, this Exhibit

will not be in every folder, we have a dozen set
.;,"‘ef Exhibits with the exceptioﬁ of this one and there
fﬁe;e;only six, I will hold this up and maybe we can
‘j;¥i5see what this shows. This is a log to log
:fcemperison of two wells. The left~hand well is the

' " Pe nnzoxl—Gulf Federal Number 1 and the rlght well is

';ZH,;; the Superior Oil Company Estate Number 1. As you-

,;,»”f'”see»both of these wells are located in Section 1,

. 23 South, 26 East. These wells are the closest wells

in the pool, they are 1,320 feet apa:t. The logs are

- both gamma ray sonic logs Onvhefe in red I have
marked a number of corxrrelative zones, of course,

there are many up and down here, but I did not mark

each one., At these 2zones you can - let me poznt out.

’ﬂthe Penn2011 well as a: producer from the Morrow and

the produ tlve lnterval is marked wzth a llttle red

e

'feet and,thls is all conf;ned to that one zone whlch,~:*ﬁ.e

);:-;is marked in red.i You can see. by looxlng at thls

>ﬂﬁ'that there are substantlal varlatxons 1n the

11xthology and poroslty between the correlatlve zones
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19

A

f«rwill be seen in our next LExhibit.

of these two closest wells in the pool,

‘In my opinion this js quite typical of the
Morrow in this area in Eddy County.
Do you have anything further to add on Exhibits 3, 4,

and 5?

. No, I don't, but I think the same variety in porosity

You are referring to Exhibits 6 and 77
These next two Exhibits are idont:fied as Exhibits 6
and 7 in Case 4693 and as hxh;blts “g" and "C* i inl
Case 4694. These are cross sections and the first-
Ccross sgction, A and A', is in the southwest. ‘Tﬁe

cross sections are identified acxoss thevtop,';.?he

top of the Strawn line is marked and the top of the

Morrow. marker is noted. Agaln, you can see: varlatlons

Ll:ln thb~11thology in the MorrOW'zone. =I'would 11ke to
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The next Exhibit, Exhibit 7, in Case Number
4693 and Exhibit "C" in 4694, shows essentially the
same information from the top of the Strawn line to
the top of the Morrow marker.in lithology, porosity,
and also perforation. I-believe that is basically
what these Exhibits show.
Mr. Stamets, considering the Exhibits you have
presented and your studies have you formed any
opinion as to whether the South Carlsbad Morrow Pool ~=-
rather the wells that you have shown here as producing
from the South Carlsbad Morrow formation are all
produciné»from éne pool? .
Yes. As the Morrow Pools have been described they
are quite common to a number of zones producing in
the Morrow. In‘general these zones are not sufficiently
continuons to be egonomically drilled an
they are not e§en economically feasible to make full
cqmpletions out of, so the Commission has recognized
this and the Morrow is generally treated as a single
producing zone when it is encountered.
Are all of the wells on your Exhibit Number 3
connedted throughout the formation?
I believe I have s~ cestified.

Have you formed any opinion as to the difficulty

in determining the guantity of recoverable gas under




.. 3
Sl

s
-

each tract?

I have arrived at a numher of conclusions. I can

conclude that the Morrow sands in the South Carlsbagd

t
LV RS

Pool are really rather typical of the Morrow sands

3
!

-MeIBT Tepoiting

(i
{.

in Eddy County.

thickening .and thinning and discontinued'unity over

3}45hort distances. The porosities- are very wide between

' wells in "the same zones and water saturation varies

'lfrom‘twéntyrpercent to eighty percent. Further, the

v

Moriow'is notofious.for being damaged by drilliné,“

dearnley

eVen to the p01nt of fur 1ously affectlng the

b
© ek

¢

5 .

T o S N R I

T
d

producibilityv of the zone or the wel;.; Tt is possibié”’
. to‘havefindicatéd gas payé without the capabiiity
of prodgéiﬁé in part or in whole because of thisu
damage. |
All of the factors ‘which I have. csted here tend

*to'confuseAthe'reservefcalculationsilnLthe-Morrow;»ig

ftheanéfrdw_fqrmatiqn

7 Yes. .
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S o

are the cross sections. With that I will move
directly to Exhibit "D" in Case 4694,

3 Q I think you have given everybody an opportunity to

[

i
-

rafer back to those Exhibits that you have mentioned,

3 4_;.\) 5 "A®, "B" and “C"“ .
; =3 6] A  Yes.
. . 7 Q Which you are using in both cases?
- a> .
‘J T ad 8 A - -, That's right.
N = _ o _
L} . : .
;3 =" 9 Q - Go right ahead with Exhibit "D" then.
L = A | : :
[ = 10 A Exhibit "D" is a structure contour map of the top:
s ‘e - e o
El]' — 11 of the Strawn line. The data for the perforation was
;,i 12 taken from Exhibit "A" and is confined to the top of
?;‘f 13 the Strawn line. We have a closed Lea in the north

and an open Lea in the south, I feel this is

9%
o

primarily stratigraphie,with the structure being’e

[y
w

Y o)
1s sSegeoen

‘\ifwhlch.corresponds thh the Penn2011-GuJ£ Federal

ndary ;ea;ure. ére appears to he a line reef

[
-~

e
o0

:'-“ '*1 LD
PR

’:lemestone thh some qtructural fracturmug.;;In’d01ng”u

{

S

[
[

}“my research on thl;, I rcferred to the descrlptlon of

B D

e g the- %zsk-Strawn th cl'r i

N
(3%

a classxc Strawn Pool and

4
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. . — SE——
1 I say this well describes the Strawn in the South
2 Carlsbad Pool., The reef txend is from the northeast

; 3 from the southwest and in my opinion is quite narxow,

maybe no more than three-quarters of a mile wide.,  If
s 5 - you WLII look. agaln at Section 1, 23 South 26 East.,

L 6 34 - and Section 6 of 23, 27 and I am goxng to move from

.....

E-9

Sf 7 ~ west to east, the Pennzoxl-Gulthaderal ﬁumber 1
Ej ~ 'Eg 8 i penetrated the Strawn,,btt was esseﬂtiaily'dry. Thej'

' L Et? 9| - Superior well is a Strawn completion; tﬁaipennzoil:éulf
13 -gg 10 ~ Federal Number 2 is a Sﬁrawn completion; tHe Miésougiw
?]; = 1 New Mexico Land Number 1 was dry in the.Sirawn.-'iu
‘;h 12 believe that is basically the Qell data; |
§°} 13 .Q You mentionad cértain Strawn completions, are there
Hf] 14 other Strawn completions shown on the Exhibit?

) 15 A - Yes, thera shoﬁid be six..

1

i

16 Q- - Would you go ahead Wlth Lxhlblt “B“’»

R RN R e

3

A AN e
‘i*«ﬁ R,
Y : [
Loy “5 X
ooty N
v BN

;I 1A£H3;Exh1b1€L“E' is. a s;mllar tabulatlon to the one we'f%{w

vag | ‘whave prevxously saen onathe Morrow.: It'lxsts the wcl]q '

T __.__

19 _'ﬁjg;,_showlng’the operators or lease names and the well

LREY

12b :”fgyfﬁ numbers locatlons and performatlons._ Agaln, thls.was -

S 3 e AN R AT
LN

v

{21 e 'used 1n the preparatlon of this Exhlblt.vhi;

o Contlnue rlght on w1th Exhlbzt “F”'ls a graphlc

.:dlagram of the completlonq and the perforated

L el - “,.4 e

i L R
I 4 B ] .
it e T v
‘e .
. . N ¥ N

: lntervals 1n the Strawn formatlon. I have also shown_

SR
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the top of the Strawn llne whlch graphlcally demonstrates;:
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—— e Sa 4 s bt e S e A o —

how the top of the line rises in this section.
The wells are all actually offset wells and the
section moves basically from the southwest to the
- northeast. The perforatjons show that there is more
continuity between Qélls than exhibited in the Morrow.
_ This can also be seen by«}eferring back to Exhibit
“B'Aand ﬁxhibit “C“}éghé”crossksecéions, we have
» previ@u;ly:iooked at. i"”}
Q - DO yog have anytﬂiﬁé*further-to add to- that testimony
concerniﬁg,that Exhibit?
A No,’; donlﬁy
Q Aftég}yourLSEGay of: the}Stféanfofmationé have. you
fdrmed‘any 0pinions~¢on;ernigg»whether'or noE all
of the'weils on Exhibit "ﬁf;ére‘proaucing-from tﬂe
same pool? )

- Yes, I nave.’ I am conv1nced that they are.

' =',.

.v';Have-you formed any oanLon concernlng the dlfflCﬂ]ty

;r nondxffmculty of arrlvzng at<the quantxty of

:»»Yes, I have.

?choncluded that the Strawn formation ls produc1ng

’}Agaln there~
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1 figure calculated from the logs. The productive
2 zone 1s fairly narrow and it makes it difficult to
3 determine the exact number of producing acres under
4 any tract.
5 Q Do you have anything further to add to your testimony?
6 ,fA;f;ﬁNq,,sir.
7 Qﬁf@jDo;you have’an opinion to offer the Commission at
8] - this time?
9 A*. -Not at this time.
10 Q Mr. Stamets, I believe we have Exhibits 1 through 7
i1 fer the Morrow formation?
12 A_ f That's right.
13 Q . And Exhibits "A" through "E" ~-=- when I say the Morro#
2 14 formation Ehat would be in Case_4693? : -
o 15 A That's right.
¢ . _ , ,
w - - .
§ 16| - Q. .- And Exhibits “A' through "F" on Case 4694?
W o i - - -
z : : : T -
£ gp| A= That 1s _correct.
g D S 3 L
3 13}
a |
J o
S 19 b
= -
5. 2079
® ot | EAC Some of thls Lnformatlon came from your Dlstrlct
P N . o
< Lo :
5 22 ) qupervzsor 1n ArteSLa and came from 1nformatlcn whlch
3. _ . . - i .
% 23 was prepared by myself.le inte a blt of the dra:tlng;
i - e
z
- 8
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- cross-examination. - 5%g75:“

Q And this ‘was all done by members of the Commission
Staff?
A Yes.,

MR. HATCH: I would like to move for the
introduction of Exhibits 1 through 7 in Case 4693, and
for the introduction4of Exhibits "A" through¥“F' in Case
- 4694,

S THE WITNESS: I would like to give credit
Qhefé'éredit is due. Mr., Runym has-épent quite a_ﬁit :
of tihe in the preparation <f these Exhibiﬁs andiI am
very thankful-for his help.

MR. PORTER: Without objection thekExhibits I
as offered will be admittedAinto the record.

(Whereupon Exhibits 1 throuéh 7 in Case 4693

were admitted into evideﬁéé.)

(Wheresupon Exhibits»“A“‘ﬁhroth-”F" in Case

"MR. HATCH: That's‘all thé questibns_l-h;vgi};l

©" MR, PORTER: Mr. Stomets is now available for ©

sl CROSS-EXAMINATION ©

_ BY MR. KELLAHIN: .-

"b:jfjwill>another witness;téétify to the prdpqéed allocation |-

'iiiformula to be.used.inffhis”pbol?

25
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" Now, in connection with your testimony-on the -

Is it your testimony that while therxe are separate
zones, particularly iﬂ the Morrow, none of £hésé
zones constitute a separate, common source of supély?
I didn't check the figures avai;able on the Morrow

. formation in that manner.

The Commission has defined it as one single:pooi?

"It has. S ‘\ﬂui‘

iy e

“recoverablé'gas undex each tract, did Ifunderétand

yon.to say it is difficult'ﬁo determiﬂe this;_f‘l?
'particularly in the Méfrow? -  _ 'ffli’i;i-
Yes, éir. : : - .~ ‘
But not impossible, is it? . - »«ﬂﬁ‘u;, .

In this modern day a man would be a fool to say
anything is impossible.

"But{.as a bracticable-matteg;'ﬁg=

be poss;ble for the Comm;ss;on to comply thh the -

Order'of the New MQXLCQ Supreme*Court Ln proratlng

-;ffA pool in- pr0portlon to what one- of these bears to the’:'

:other and what proportlon can be recovered wlthout

PN P
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The

AT"':

.Q~

;ﬂfsays~ The rules, regulatxons or orders of the-fﬂ'

— s = i ——

Run that question by me one more time.
As a practicable matter can the Commission comply.
with the directive of our New Mexico Supreme Court?

You have asked gquite a difficult question.

-I am aware of.that;

Comply aubsc:lut:ely'> .Mr; Xellahin, I do hot.feel that

- we.can do that as- a practicable matter.. If you would

like - to descrzbe what limits you would 11ke your -

questzon-tp referrto, T will try to give you an

answer.v We are dealing with something that isfreally‘

going_to-beAE:iéky,'we are going to have to look at
éach-zone.énd Erf'to figure out what it does exactly,
where it goes, how far it extends from the well bore,

and then we can get started on attempting to figure

out the reserve, I have- pointed out that even though

- = = L.
We Ay See Isserives uvnere

- to thé:well because- they may- be blocked off at the

“‘y Bt y naot 'bé éc‘m!‘:fibunsng
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A

_J-Yes.v

- Yes, 1t ‘can,” fu'

amount, so far és cén be practicably determined,
apdwg? far as can be practicable obtained, and which
is substantially in proportion to the continued
recovery of oil and gas, or both, ﬁnder the property

and to the total recoverahle 0il or gas in the pool

and for this purpose to use a just and equitable

- share of’the.reseivoir<energy{ Now, 1 submit that

that is-a statement to which you must comply if
proxrationing the pool. <Can the Commission do this

in these two pools bearing in mind it must be a

‘practicable matter.

Considering the practicabilityvl am goingvtb have
to answer at this timé, nco. After the presentation
of the Exhibits and the testimony by the other people

who are interested I may be forced to change_my‘answer,

And geolog1ca1 1nformatJon can be obtalned from '

dobzs; can 1t not”

If al;. the logs of the pool were identical then all




-
(W

I3
§

1.
et
Hi’.{": SN

-meier 1

dearnley

: 'SPECIALIZING iNi DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

.. 200 3IMMS BLDG.4 P.O. BOX 10926 PHONE 243:6801¢ ALBUQUERQUE, NMEW MEXICO 87108

. FIRST NATIONAL BANK BLDG, EASTeALBUQUERQUE. NEW MEXICO 87108

i0

1

12

13

14

PAGE 27

- :,}BY MR. "RAMEY: -

—— S

the wells would be the same; isn't that right?

A You would think so, ves.

Q Now, if the logs indicated that the inte val belng
vroduced was dissimilar from.well to well could you

determine from the logs within some reasonable

approximation the amount of recoverable gas in place

4'ugder that well?

EE TN

A:f» It's quite possible I could come up with a iig@re - .

which I would consider reasonable, but 1 have a
- feeling that every operator in the pooliwould not
feel it was reasonable.

Q Mr, Stamets, certain factors relating to information

obtained from logs has been consistently used in the "“

State of New Mexico for allecating production from

secondary recoverable units; isn't that right?

A  You are speaking of the operators geiting together?

e . L - - "".

rthese have been used, yes.. N 7,_;§f¢{;;i5i“

: MR.

CROSS EXAMINATION

KELLAHIN.4 That s all. Thank you, Mx. Stamets.‘
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‘and at looking at some of the-thingé that were sent
nto me by dlfferent companles ana compar:ng that data

'thh ny data Py wo*ked oLt, and this was

o all set down.- together we probahly couldn t work thia

I

- out and we probably could,come up w1th some Parameters _’w
j;whlch would be acceptable‘ ‘
]

R BY M.Ro

* 3 b T ...1
trying to determine somc water saturation, wasn't

there a difference of opinion on what factors should
be used in determining water saturation?

Yes, In preparation for this learing I talked to as

..

many people as .I could and there was a difference

of opinion on what matrix veloeity should be used

ddmmt.tedly 1
woxrked out hurrxdly, and I found a dlfference in

the poros;ty of the calculated water saturatlon.

between the figures I_aoopted“and:the-figures submi.t.ted

by the compeﬁies. o - ;i R 1
and theée‘would be faotors~io”éeterminio§ reserves?

These would'be factbrs.,'l'don't know that. if we

B -_“.‘. -

: I feel tnat 1f I developed

_ajorlty’ln the fleldo

That's all I have.

g R R

Anyone else7

MR, RRMEY:

-e;;ﬂk; PORTER:

iﬁcnoss EXAMINATION

STEVENS-- :

N R o N A S he Sy ‘7 ERRN
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i:. LY
bk

and the Morrow reservoirs, is there a significant

g} 2 difference in definition and type and homogeneous
i i 3 of the producing intervals of the Strawn and Morrow?
' [ 4 A ' Yes,.the Strawn has a more homogeneous type of

e

T' "or
by
wn

”.reservoir than the Morrow,

: ”}In‘your opinion would it be easier to determine

R (e
CRRN RS

"' “the reserves in the Strawn than in the Morrow?

R
lf
i b
-
/
3
'}

g - -
i} '§§ 8 ‘Xf;;giéﬁté}eldealing hére with 2 reef and as I testified 
:;’ 25% ; )‘it'isjquite nairow._ The fingers of this reef com§~
ij -gg 10 |- ﬁ;fiénd'gs and fhere are shalesiand sand at the reef_
;] = 1i 1f:f?ffmarglﬁ, so you would experience quite a bit of

12| ’diffigulty,in my opinion, in picking where the edges

13 | l“"tnof'thiS'reef actually are and exactly what the

14 development is., As I pointed out, therxe is a

HEW MEXICO 871.03

18 _ :pinnacle in the Jewel well and exactly what the extent

W -
K CoL e

f ; ER ‘16| - .. of that pinnacle is:.is quite a difficult thing to - .

ISTEVENS. That's all.
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N T T
3‘ . 1 of Mx. Stamets?

1 o 2 CROSS~EXAMINATION

_ 3| . BY_MR. SPANN:

3 N 4 0 I would like to direct my questions to your testimony

£ ) o, ’

f; L 5 concerning the Morrow.

i = | A '

_ ?ﬁ 6 A. - Yes, sir,

] e - |

: = 7 Q -I believe that the information appearing on these

k " -

t] ‘a5 8 ‘ Exhibits was taken from the records of the Commission?

B a -

i

i = 9| A which Exhibits?

£ ) o . .

H gpoe- _ :

£ = 10 Q All of the Exhibits. The logs and the well data were

P o~ ]

: as _

gﬂ = 1 - all taken from the records in Santa Fe? . What I am

_J N i : ’ .

iw g - 121 trying to find out is if you prepared these in Santa

T g : '

o % § 13 Fe from those records or if there are other recoxds

C ] 8 E” 14 | which you had available to ycu other than- the records

: > ®09 i

‘ 3 25 o , ,
5 i”fg 13 S in Santa Fe?

‘%‘ ] o o= ) N ° . . . =
7 § §§ 16| A ~ Let me tell you what I did. I requested that the ;
¥ L o ) © e - ’ N .- .

1’ - 2 Z . K . . ’ - . - R T :""‘ LT
2 I = Eg w5 District Supervisor furnish meiwith a list of theﬁ,i-

Ly ’ u s0 VoL T i R B

S oac "‘—,-r . L TR S

¢ g’;§118. fwells, whlch he dld Ler h;s records 1n the Dzstrlct

: ' x T3 . . L ' - S x

[oRe - S ¥ g - :

4 E3itg, e offlce and these were duplzcate records.' We took alJ

L w TFr . . . -

: C an . .

A 2739 o9 ‘fgof the electrlc lOgs from the Arte51a Offlce to Santa

E? IR : Eg . ) -

¥ 2 §5 21 . Fe- and there I looked at the logs and pzcked the

. g o, )

i 3 2% - o
i § %f. "1.tops and made a number of calculatlons from that data .. %V;a
; 6(' - : 2 RGN CESN
: z 0z- e

2. e ag ‘ i;and developed at that poxnt what was taken to Hobbs -
] o 2 - et - -
: ] 35124. _where-lt.was drafted ‘A numbex of the Exhlblts weret' g

) = g E o ‘ = A _'. . %_’ o o

i IR tfmade, the structure map and cross sections and the -
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- In preparation of the Exhibits?

4’What I am trying to flnd out is whether anythlng nu

'and if so, will you tellime what;is? o ’“;;*f:ﬂ‘”

"I don't think there is except things whiéh came from

13 Have you been, prior to this Hearing, involved in the

Hearings in other gas fiéldsfin New Mexico?

16-

”5;Wh1ch ones’;x

_fcross-sectlons, ana varlous data. ‘

graphic displays, were drafted in Hobbs.
Did you have any information or records available
in preparing your Ixhihits that were not available

in either Artesia or Santa Fe?

these Exhibits that are not 1n the Comm1551on reco;dq,

my own knowladge, but I don't.think there isién&thiug
on the Exhibits which was not developed from
Commission records.

preparation of data and Exhibits for prorationing

Yes’_ 'Si!‘.
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i Q Is thera any information in the Commission records,

either in Artesia or Santa Fe, that you did not

a '5.* a - - 1 I
(%

include in your Exhibits that would be material to

v. .-
r
F-5

a determination of whether these various wells are

3 Ef) 5 ’producing from the same source of supply?
& 5&_ 6 A ,éﬂi certainly hope not.. I‘endeavoted to dig out any
] :i 7 o :fgaterial'ﬁhicﬁ“would;ﬂgve a bearing on this factor,
;} .gg 8 Q ;;ﬂﬁll, I»Fnow,tha;_thexe”would be informatiqq, would
- 3%? 9 "% ™ there néﬁ;‘as_to the sﬂu£~in preééure of Ehe welis
I = ~
~ 10 S J when they were brought 1n7
é} = 1n E-A ‘,'Thls information will be develooed by the next
%? 12 - ‘ witness.
iJ 13 Q  But that informgtibn does go to the question as to
; 4 ~ whether- these weils are produéiné from the same .
: i3 e sourcg~of supply which you’didn't have in:your
16 . .Exhibi‘ts? - |

17 _That s rxght.

;ia :éﬁ-”

19+

DA

s M SN S
.
;
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Q

I think I've answered the question.,

Did vyou consider these factors of the shutein
pressures o0f the various wells when you evalvated
the situation here and determined that these wells
were -producing from the éame source of supply?

'No, I didn't give the pressures anything but a passing

- consideration. I did not develop this data,

Mr. Utz, the next witnessg, did.
Would this be information which might establish

something as to whether there is communication between
tﬁesé Qells; isn't that true? |

It cerﬁainly might be,

And you do not have such information?

No, hoWever, if you look at the accumulation of gas

reserves in this data in all llkellhood the orlglnal

i e e am 3 s
pressure wousa L1iK

deveIOped zones. However, after a perlod of tlme';*q

.

.‘But we just don't haVe Lhat 1nformatlon avaxlable at

thls time° " _.1',;,:,. :i ::jTAz_i_ﬁi;i;:#a:w

As far as I know we dld not haﬁe it.

ngow, you also testlfled about whdt*a-difficult.2onévgyn;'

the Morrow formatxon 1s and that you have - no informafion_
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. vertical fracturing hetween these zones,’bugs o;ti

: cemenfkjobs on these wells,

ﬁiAc ually, based on your testlmony, we - really don t

f'f}I don‘t thlnk that was my testlmony.. T

_deflnxtlon of a pool, you can e deternlne whether we

— e e -

at this time as to whether there is any communication
between zones within this Morrow formation?

Vertical coﬁmunication?

Yes.

No, I didn't.

There were no cores taken from the

Morrow with which you could possibly identify

anything else which wqu}d’fgqilifate verficél
communication of gas.

Unless we know that, of course, we cannot tell
whethér these wells are producing from a common
source of supply, can we?

That:is true and another factor to cousidér is gﬁe
_Let's suppdse we gégia
poor'cemeni-job»invthere, theyumight be cennected

behlnd the pxpe. o -.L'fj”ii

“&fIf you cannot determlne 1f the wells are producing ~~7"‘

?from the same source of supply, as I understand your _F

'/, TTem s R N ; .

0\\

fhave;one or thlrty pools,'lsn t that £1§ﬁ€°i‘f*}%“;,tf”
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A

" that, what do you mean by that?

~ other Morrow pools?.

I think my testimony was that you cannot find any
well in there which is producing from a wholly
isolated pool. And furthex, the Commission has in
general recognized the Morrow as a single producing

Zone.

.. You say that the Commission has genérélly‘recognized

. Haye you prorated

Yes, Indian Basin is prorated.
When was that prorated'>

Indian Basxn ‘is some miles west of Carlsbad

When was that»done?'

Elvis, do you know the date.on that? Several years .
ago, five or six years ago. I'm sorxy, but I didn't

think to look itfdp for today's Hearing.

aI don t recall that'there were any pxotests at:‘*v-

L that tlme, there was- a con31derable amount of

>"dxscu5510n, but I don t know 1f you would call lt

”T:;protest.
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“'Christian-back in Rome being told:

. “the.lions. are pretty small today."

lfif'of fhefA;oka-?epnsyl;éhiéhﬁ

e e iy
:L;fThe:Afoka4Penhsylvaniaﬁfaiéa south of Axtesia{!”“_

" All these formatior

Well, I remember one fellow vigorously wanting
me to redr#w a line, and I guess you woculd call that
protest. They were not standing in line over there

to accept what I had to say, no.

Well, they are today?

Iidqn‘£<knq§ about that. I kind of feel iike'a

"Don't worry}

o , S Aok
- One thing I did.not point out is that the old

Penﬁsylvanian Pocol south of Artesia has been prorated

“for. a number of years and about a year or two agof
__Mountain State Petroleum came in and drilled a well

“on the west side and got virgin pressure. Another

well or two were drilled in there and. subsequently

this section was broken out of it, together with

the'Pennsylvap;an~Pobl; and a new gas pool for

"fMogiow_proddctién was established on thé west'sideg=_»-

so hére you Ahad”ann: e

.~ instance where one pool was depleated and another - L

Vfpoolf§a5_§1596Véréd_just"right'to»the wgétAwighixfi;;,;

et T

virgin pressure.. - - v s ol s

7. -

1S.are in the Penneylvanian; is

R .
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0w

"Yes, sir.
~. Would you describe the characteristics of the
T, Morrow formation from a geological standpoint?

I looked at and the samples I have seen, but I have

'get samples, however, in some of the sample descriptions

»‘isoma llmestones in Lhe Morrow.

That's right.
And the Commission has treated those different
formations as being acceptable for the purpose'of
proration?

For the purpose of proration, yes.

You are a geologist, a graduvate geologist?

Well, I would like to tell you about the cores that -
not seen any. There are no cores and.we did not

which I have looked at there are- sands reported and

the Sands are interbedded wiih'shales.and there -are

. & . ._ 7Wvg,-!_\ruv : A
vertlcal fracturlng is 1nsxstent there -can be::




et

-1 are fractures then you would have to say that the

v

zones are isolated; conversely, in the absence

‘ -J«v\-'
o

if 3 of any definite evidence that there are not fractures

il
&

you can't say there aren't any,

% .égd 5 Q- And you have no evidence that there are fractures
4 §§ 6 A;ZW; in these zones?

- 7| A+ -That's right.

S ~ - -

-2 - ' | - ’ -
} o 8 MR, SPANN: That's all I have-

SR —— e ‘ . S - : :

o = 9 - - MR. PORTER: Any further questions?
= 10 CROSS-EXAMINATION
iy D | | - N R
3 = 11| BY MR. KELLAHIN: : , S
i, 12 Q- Mr. Stameté, in connection with these Zones, are
33 13 there any wells that are perforated in all, or in :

"
[

substantially all of the zones where you have

AN
i |

communication in the well bore?

[y
wm

b

[y
[- )

A Let me lock at Exhibit Number 4 _in Case 4693. I

[
a3y

&
b
maagddaity

don t thlnk you can qay that f:om looklng at the

S

FAPAPIEIT T N

o lE.
% a o
- 22
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quite a distance.

How about the two at the bottom on the right~hand
side of your Exhibit, they are perforated quite
an interval; are they not?

Yes, the Cities Service Merland Number 1l covers quijte

" a'bit of what would be described as the main pay

e

-7 - jnterval.
‘““ Hdw bérsistgnt is the shale bed across the pool; have

. - you any information on that?

I have not looked at Ehat particular item. We could
- take a look at the nortﬁ—south cro§s section which
would be Exhibit Number 6 in Cése 4693, Let's look
qéﬁh ébout, ieg's see, 350 feet below the Morrow
maiker; there 1is reiétivcly persistent shale bed-
there even though the poros;ty-dbesn‘t exactly fead
shale, at leasﬁ to the eyéball it doesn't read éhale.
_That is falrly perqlstent across there;;_

Is that the only perSLStent shale bed you see’ B

_To me lt is the only obv1ous one. _It iu‘klnd o:):‘f..,~

hard,to tell on a qmall scale.‘_f 

Cltxes Servxce Merland Number l is completed both

JTabove and below that 1nterval, 15 1t not° ‘ig_

R

So.. they have communlcatlon 1n that well bore 1n

’f'ggy;event?'
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S T 'MR. PORTER: If not, the witness will be

-loAf'd,: o (Witness excused.)"

g .
EC
: $ s
. 38 13 “our crowd did not become small enough to fit in the
B~ Ao ) o
; S Zo 14 0il Commission Room, so the City has very graciously
IE =} id;;' . -
¢ g e ‘ . : ;
. y o 15 offered us a room down in the'City Hall which will seat
= o oX .
: Z W o
BARA > w2 P -
g T 3x 16 approxlmatelj one hundred people so we - wxll recess the :
» 2 Z . . ‘ R
a O )
£ <3 17 ‘-hearlng at thls po:nt and reconvene at 1 15 on the second
i aX i -
£33 18
& 32 .-
X wa - .
[+ 22 B B
RS R
z e
S W
3. .20
£ 2y .
f oa Dl T S oo
: ga, 21 (Hearlng resumes.)
Ee% B g LA g
a . e L
4 ;;122 iM PORTER' The Hearlng w111 come to order.
Z .7 23}
E 3@-24 *5’4094 has rec0ﬂvened at- the Hobbs Czty Hall at_l 15 P M.
" N -

= ::.-b‘;

A Yes. . Of course, these logs are cut off and I'm
not sure if ény of them are completed below that
point or not.

,-MR; KELLAHIN: That's all I have,
 ; jMR. PORTER: Does anyone have any further
:éﬁ;éﬁi&hs,ﬁf this witness?

"7 (No response)

" excused.,

N

MR. PORTER: I believe at this timé'we are

"going to recess the Hearing until 1:15. It appears that

»x _:‘: B e

‘Hatch, w111 you call your next w1tness?,-:
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MR, HATCH: Mr., Utz,
ELVIS UTZ,
appeared as a witness on behalf of the 0il Conservation

Commission and after being duly sworn according to law,

“testified as follows:

.

DIRECT EXAMINATION

.BY MR. HATCH:
0 ‘ ‘Wiil»you state your name, position aﬁd:ﬁlaée of_ E

employment for the record? _A. o '_

A Elvis Utz, engineer for the New Mexico 0il. -

Conservation Commission, i
And where is your main place of employment?
Santa Fe, New Mexico. » N

As an engineer?

Yes,

L&)

Are yoﬁ'charged with ény duties conéeinihé the -

" .proration of gas in New Mexico?

WLYes,{I:amfihfcﬁatgé-oﬁjédminisféringifha rules

Al - i

'ffpééﬁinentAtbléaé‘yfaréﬁibnaés &élliﬁS"puttihg»out“

‘publications. -

. tecommendations to the Commission concerning

" or not prorate a pool?

Yes, Sir. .o Ll

=
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LQ

Again, how long have you held your present position?
Well, I said sixteen or seventeen years this morning,
and -I.figure that's pretty close.

It hasn't changed during the day?

No ==~ a few hours. .

Have you prepared certain Exhibits to present to the - -

Commnission to determine whether or not the pools -

A

0

A

jExhibit'Number*s is a map of plat showxng‘the ho:14ontal 5
limits of the South Carlqbad Morrow Pool*f You wxl)
- note .that there are circles inside tne horlzontal

" Limits of this pool and 1n51de ‘the c1zcles are

of the wells w:thln the quarter-quarter sectlon andfﬂ

in the South Carlsbad area should be prorated?

Yes, I have. I have prepared six Ekhibits, three
Exhibits pertain to the Morrow and thrée Exhibits
pertain to the Strawn pools. . : ij%
How ére those numbered?

‘the Exhibits in the Morrow Péol are nunbered Exhibits

8, 9, and 10; the Strawn Pool are lettered *G", "RH",

tR
&
.

Would jou please refer to EXthlt Number l and expla:n R

to the Comm;ssxon what thls Exhlblt qhows ; excuse

Lt

R

'ﬁi cértain-numbers. ~The ci:cl 1nd:.ca.te the locatlon

~ - "', . [ v .
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The New Mexico 0il Conservation Commission nomenclature’

Nomenclature? Are those cases that the Conmission
" That is correct. 7This. Fxhibit is-up to date to the
- if you want to kncw-what the Number l well is on -

fExnlblt Number 8 you tnrn to Exnlblt 9 and number e

4Qll 1nd1cates the MorrLSnAllen.<~

iDoes Exhlblt 8 detall the horxzonta] llmlts{of the

- No, I am not.. Only llmlts that have been defxned

'by the Oll CommLSSLOn as 1nd1cated by producxﬁ? wells. ;_"
RG:EQWLll you turn to Exnlblt 9 and explaln Exhlblt 9.

'€j§Exh1b1t 9 15 pretty much an lnformataon oneet.;~1tiﬁwi I

companion Exhibit, Exhibit Number 9.

Can I interrupt you for a moment? When you speak
of horizontal limits of a pool, what records &id youn

prepare that information from?
records.

has held hearing on creating pools and éxtéhding

pools from time to time?

best of my knowledge.

And Orders were issued by the Commission in each case?
Yes. The number at thée léft-hand side of Ekhibit 9

indicates the well lodafions on Exhibit.Number 8. So

Fa

—~—— ...._..WJ
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1 : weeks ago, In the left-hand column -~ the next
2 - column, we are goingifrom left to right, in the next
- 3 column it shows the location of the wel}s, the
4 ; absolute overflow, the rate, the ‘citwr;&;ressure,
5 - - and tﬁe date of connection,
61 . Q' - Would you 1dent1ry for the Comm:.ssum wleere the
— \7‘ 1x;fennatlon Ain each of those columns comee from?
2—: 8 A ~Yes. - Of course, the name of the well and the locatlon
i . .'9 of the ;1;311 ;?:S taken ixom the well fJ.le.- _ The
_i;::—:'.‘ 10 : absolute de-r—e}.ow is deflned x.n form C-122 of the .
E 1'1 Commxs,sn. You will note that, there are a.bsolute
, o guw,uv, S
12 ~ovexEtow flgures there with a dash and’ 2 number.
iy . That number :Lndlcates the length of" the flow period. |
14 For example, 3490 is the absoluﬁe i@‘e" igflgure |
15 for the j-f-irst well and then.yo_u ha.ve' a _da.Shvyand a
16 ) ‘ >'fi»gt.u:e, ‘.that J.ndlcates .t”hat the testAwas f‘or» four )

1209 Slk;MS BLDG.s P.O. BOX 10020 PHONE 243-8801¢ ALBUQUERQUE, NEW MEXICO 87103
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by the Commission Order.. What I mean by the
Commission Order, Order R- 4034 came before the three

well penalty factor,

'Q . This was Order R-~4034?
A Yes. o
‘Q I would like the Cominission to take notice of

 Order R-4034 which set forth the rateable take factor
aﬁd.acreage factor.in that order.s | |
MR.'PORTER:- The Commission wiil‘take
admlnlstratlve notice of that Order.-
Q - (By Mr. Hauch) Continue with the next column.
A The next column is the deliverability. fo explain
it a little, this was taken from the characteristic

slope of the absolute overflowvtest. ‘hose of you
who are familar with thls type of flow, four pOlntS'
'3»-;are plotted on the log and. the sloPe ls establlshed.—~u.

"¥If these tests are accurate tests they Jndlcate the'}

flnto a formula, I dldn t_plug these 1nto a formula,:p3

‘_~(,-< Bl

'fu.fI read these from a graph and read the dellverabllltyii,

at 850 pounds off of the log slope of each test.:;kli

I thlnk 1t m&ght be in order to say at thls txmeAT

C, - -

di?ifthat the allgnm nt, the p01nt of allgnment,on each ofliz_ .

- ser

-i7}these tests where I have noted here 1t 15 a. 310ped":3;¥
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) - -
- alignment. This indicates it was a valid test.

However, I had no informaiion on these tests to
indicate whether the flow rates designated were-
~actually stabilized flow rates. As aﬁ exampie, the
oné-hour flows may not have been stabiiized flows.
;Qi;fOEfcdufse, if they are not, then the tééﬁ is not
 'ia valld test, it is more an Jnformatlon“test.u
X will further note that even thouéh some Of
the#e tests were on one-hour flows,ilf tbey were»uot
stabilized I doubt if we would have-gotﬁen té_ﬁhe';:
point éf alignment. Therefore, Ikcénéidér'thesé~a
tests valid testé and relatively aééuréte._
© . In deriving this information off of these testsA‘
I believe it gives us a reliablg'and adﬁu#gte>indiéation

of the availability of gas at»thé wellfhead,of all’

*j‘wells>listed hereon. -

‘?“fWhy dld you use 850 pounds9'

“Eo thevflow of the current 11ne~pressure.' o

The next column is the shut—ln pressure. Thisi{“

Now, agaxn, these pressures may or may

ui;on C—122.,
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‘1n dellverablllty between the wells?

. “what are.commonly called stlnkers.'

to me it would indicate in most cases that forty-
eight hours was adequate stabilized pressure in this

pool. The dash -48 means that the pressure taken

. was at a forty-eight hour shut~in. Well number 5

indicates bottom hole pressure, this test was a bottom

o

'*'hole-teet.and you will.nete on down to number 13

-'5¥5thatlthe“pressure was -a 184~hour test, the well was

vshut;in~for 184 hours. Thaﬁ”should have been

B stabxllzed and snould be pretty accurate ‘as to shut«xn

pressure.

.-Tﬂe next colﬁmn; I_Qpnf;?tﬁink an exélanaﬁion
is heceseary, but you will note for number 7 it is a’
separate connection, 5y that I mean-the well has two

purchasers. This is to the best of my knowledge based

- on the information available to me. The date of the
: cornecﬁién,'l dOn‘ﬁwthink needs.- any explanation. .- You.
”w111 note that at~the bottom of the well there is a-

?[NC and thls means that the well was not.édﬁhecﬁed.il

..-\~ N - S st ol

%T?Gozng back to the 850 pounds, are there any substantlal

'ﬂjifdlfferences - d;d you flnd any substantial dlfferences :1i

-}f-oh,-yes; here were very substantlal dlfferences in

~~~~~~~

-'dellverablllty between wells. Some of the wells are'

'?HFexcellent wells and others could be referred to as:f

>
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5{pressure°

e’these pressures vary.u
mand I “am sure lt 13 true from the 1nformatlon

fﬁavallable to the 011 Commzsszon, that_;here ;§;§~$i;»;

The figure is a daily figure shown on this
Exhibit.
Arxe all of these wells been assigned to the South
Carlsbad Morrow Gas Pool in the Commi.ssion records?

Yas, they have,

. Do you have anything further to add to your testimomy

concerning Exhibit 97

-~ -The only thing I might say at this point is I kncwv
_‘questidns will undoubtedly be asked regardihg shut»in
. pressure.  You will note there is a substantial

- variance in shut-in pressures. The bottom hole pressure

simply means that it is.subétantially higher;than

- the well head pressure as to how much higher I am

unable to state because that depends on how much

llqulds are in the well bore,

nShould the pressure show a d:fference in the zones,

,or ls the pressure appllcable as a comblnatlon

It has been testxfled here, :gffej;;

L La A - - - o
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16|

}‘fprepared the Exhlbxt.wae January and February of

-lfcalculated and ass;gned to these wells. a; “4

varying amount of liguid being produced in these |
wells, both in hydrocarbons and water, Many of these
lower tests could be substantially affected by liguids

r "'l !

. 2 : . , . .
in the 9xl bore which, I am sure, is no surprise to

,Jehy of you here. But since this is the only
'iinformetion I have available as far as shut-io
',7_p:essure, i reéarded this information fox the
wéurﬁose of informaﬁion moxe than anythinq else,
Will-you tuin to Exhibit 10, please,‘and go throughﬂ_f

each column on Exhibit 10 and tell us where. the

information came froﬁ'and what it shows.

Exhibit 10 is the way I chose to calculate the

rateable. \}GOlng from left to rlght we have the -

rateable take and acreage factors, which are the»seme

as in Exhibit;lo. ThenAwe have the.name~of the well
v

and the lo»atlon of the well and all the lnformatlon

&

-I had avallable to me as to pxoductlon at the txme ]

P . T

:‘.4--

-".

1?1f€1972. Therefore, I chose to use only that 1nformatson

- 1n order to. show how the well had oroduced as related

C-to the stralght acreage allowable, had one been

The next column lndlcates the oroductlon and the»- i,

Té

’ﬁfnumber of days as report°d to the 011 Commlssxon._ qhe >
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1 on the chart and the rateable share of production
2 indicates a straight acreage allocation for each
37 well for the month of January -~ each well connected.
4 0 I think it would be wise if you would explain to the
;}; 5 Comnission how you came out with the numbers.» If the
Ei. 6 pool-had been prorated this would be similar to what
E: 7 had happened on the straight acreage basis?
a>
g; 8 A Yes.
2%7 9 0 Would you explain to the Commission where you got
E;' 10 the figuré 74,222, and where you got the marginal
= 11 figure?
§ 0 12 A Yes, I will be glad to. You will note the total
) 5 : . £S5V
§ 3 13 | January production for both purchasers was 542 MCF
» X . .
§ §§ 14 for the month of January. I took this figure and
Z ;5 15 - divided dp by the total acreage and the rateable
§ 3x
§ %g 16 take factor as shown in the first column to the left --
E %% 7l - did I say divided the total of the column into this
g gg lé figure? If I didn't, tpat's what I meant to say.
§ g% 19 Then I went back to the unit factor, by the factor
é ;‘:’ 201 _shown in the left-hand column for each individtia{l& 9542;
g §§ 21 well, and the total was within a few MCF of the 542 MCF, |
6z ,
§ Ei.zg Therefore, I made the calculation in accordance with
i o
2 ég 23 the wells' rate of take factor.
¥ 3z
g 2% 24 Q I don't believe you explained to the Commission how
28 you arrived at the maréinal well.
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A I was just about to do that. I did the same for

the month of February and then I took both allocation

factors anad 1ooked;at the prodﬁctionyéllowable and

if the well had not produced in either month enough

production to equal its allowable, then I considered

the marginal well., Therefore, Iiblassified it as 5 |

" mar§in$i well. You will note there are four:marginéi:i
wells., :On the final allocation shown on this EkhibitA‘

I took away fromwthe579,542 tgé fotaivprodﬁctioﬁ fof

the full marginal well -~ I'm soxry, I don't have

that heré, but fhe'pfoductionfis noted éh ;hié'EXhibit’

and the remaining production wés ponmarginai pp@duction;

I divided this into the nonmarginal’prodnction,gnd the

total nonmarginal rateable- take factor ahd_that gave

me 74,222. I used the same process for the month of
: Februarv and came up WJ.th_ a. pgq_arglpa1ffacter', or

‘»;>rateable share of productlon af 102 651

:tExhlblt 9. ; So thxs 1s ‘an’ 1ndlcatlon to me of tne

;avallablllty of gas at the well head.u 1hls, to me,u,{
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.the rateable share for that month

’ 'much less.

.7frest1mated 74 222, that s pretty close.

"?month of February was . not

’¥That well prodﬁééd 4 IOO:

':fto another well w1th an adjusted allowable 1n A

availability of gas at the well head isAE}eater
than the market demand, the market demand being
the production. As far as the rateable share of

production»is concerned you will note fhat for the

\month of January I have indicated that 74, 222 was

Followlng the

’Tfproductzon 1nfcrmat10n you will note that most do’

‘Anot -resemble that. flgure, some are over, ‘some are’

The one - flgure that comes close is the

R Cltles Serv1ce well whxch produced 7J'564 agalnst an

G01ng ‘over

to the month. of February I estimated that 102,651

would*be the rateable share of production for that

month-and yOquill note by the same'comparison that -

very few wells produced close to 102,651, Therefore,
mvidnlv-conclusion was that the»prcduct;cn during the-

I call your attentlon next

-~ = ,,‘:.- »‘,w:- et

o e -y

>

B
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A

'NO'-

locat:l.on, 'che absolute'overflow, the Iateable take

'zwconnected at the the of ‘this. Exhlblt.f

concerning Exhibit 10?

There is a correction I just noticed. The
Pennslyvania Federal Number 1 is listed as 13,194,
that figure should be 5,880, I don't helieve that
will change the 2,602,964, my original figure.
Anything further?

that's all..

Going on to Exhibit *G", would you identify Exhibit
“Gr2 | |
ExhibiﬁA”G!-and "H" and "I" indicate ?irtﬁally'the.
same-type»informatioﬁ, oflthe samertype,of information
for the South Carlsbad Strawn Pool. You will note
that at the time of the preparation of this Exhibit
there were six wells cempleted. |

You are referring to Exhibit "G"?

Exhibit “G“,"yes. In the same manner as shown on

" the. aecond Exhlblt, or‘Exhlblt "H“, the number lndlcatec

“;,the locatlon of the we;l and readlng from left t05

Zf'rlght-Ltfnges the well name, the well number; the

o G s L%

.’.* - p,—»

:factor) the dellverablllty, and the shut~1n pressure.

fYou w111 note that-two wells of the four were not e

lhe 01tles

5 \»..

Z’Serv'ce Spencer 15 runnlng tests now to determlne 3
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10

{Exhlblt "H"v,:;V‘ . - ,4'-v f'~».}fajf";i

T

the Pennzoil Central Number 2,

Is the Pennzoil well also a well that has less than
a normal acreege factor?

Yeé, it is. Tbairis another nonstandard location
necessitated because the bperator chose to drill

his well in an unorthodow location including another

-“producing well. Therefore we determined that his

penalty factor for doing this should bhe eighty=~two

- by virtue of the nonstandard location.

These three Exhibits which you are talking aboué now
have to do with which pool? |

The South Carlsbed Strawn.

And that would be in Case'4694?

Yes,

Did you find it difficult-in detexmining the absoluﬁe;

open flow and shit-in pressure as you did on the

M°rr°W'P°°1?' e : -'-'~-,1}g,qﬂﬂyvﬁ3¢

',;Yes, I found ‘some dlfflculty. Three wells, howevex,*'

'_‘ \'-.'.-

“fjjiwete relatlvely'close, but there was a dlfference Jn‘

A

<vDo you have anythlng further to offer concernxng

7¥#éw911 1 mlght comment on - ‘the shut—ln pressures ins

)-:

the pool. You wlll note that the shut-xn pressuresv

'i'here are a llttle more consxstent than.they were ; ln

R o
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-,Q (By Mr. Hatch) Do you.have anythlng further°

AL No, I have nothlng further on thls Exhlblt.i

_-A Exhlblt “I" is: an. Fxhlbxt whlch shows much the same?fa'f

PAGE 55
the Morrow Pool, the low pressure bemgémgw@2l which —7

could be explained in that there might have been
liquid in the well boxe. ILet me check and see how
long the shut~in was if I can find it. I don't have
a figare as to how long that well was shut in,.thexefore
it is not shown on the Cc-122,
Q:ﬁ-'Mt. Utz, do you have. the Oxder numbex Lhat sat up the
’ rateable taka factor and acreage-factgr 1p"the-Case_

of the proration for the Pennzoil well? ™ - -

A I'm sorry, but I don't. .
Q I believe that Order.was. 4205, S o
A It might have been.

MR. HATCH: - I would like the Commission to take

notice of that Order, 4205..

MR, PORTER: The~Commission will'take administrative

notlce of the Order establlshlng the factor of elghty—two.

;vW111 you turn to Exh:blt *I' and explaln to the

Comm;ssxon what lt snows°

data as was shown in the thlrd EXhlbat of the Southl?a:
Carlsbad Morrow Pool The rateable take, sample ;'i;;jf

based on January and Februaxy is on the left-hand th%

ey
ke e e

irnc e eon
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';yhas no way to admlnlster the penalty factors

which total 5.82., Production is shown for
January and February, and again the rateéble share
of production is shown for each month. You will
note that one of the four wells that was connected
ae:of=the end of February was a marginal weil. Thig

classification was arrived at by the same method

explained previously..

--"You will note also that the rateable share in

‘thisa;nstapce and the production was substantially

ulesser-than.they were .in the Morrow Pool both in

the January and February rateahle take.

Now, I -don't think this in itself precludes

‘the need for proration in the pool as previously-

-~ stated. ;This is-all»the‘information I had

available in January and,February and there are.

other months to be conSLdered 1n thls proratlon.

1’*nghe ‘mere. fact that these produced pretty close for

5 most of January and February certalnly doesn't mean'

“-f¥‘they w111 produce close for the rest of the year.:.

- Fuxther, we have a penalty factor Ln the pool of o

.82 and I belxeve I stated in the other pool as to

'“w;ﬁthe penalty factors, that there are two penalty

a

: i-factors in the Morrow foxmatlon but the Commlssion o
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! . "
A 1 to set up an allowable so we will know what the B
!— ;- 2 rateable figure is,
3 Q You have one well as marginal although it shows

E-9

a higher deliverability.

I would consider that an unstabilized'test. The

foe
wm
>

o 6 _ test.could very likely have been in error.

Do you'have anything further to add to your

¥
y Ly
R
)

-3

o}

THE WIT\IESS' :

), SN
= _ ,
v 8 .~ testimony concerning Exhibit "I"?
&= ; _ » : _ »
L e 9 A Yes. The deliverability at 850 pounds, you will note,
53 ;SQ 10 is respectively for January and Februgry, 2,994;100,
= o
;] ] 11 and 2,045,252, This figure was for only the wells
§ 2. 12 connected. I do not have the tests for the two.
e Zo 13 unconnected wells. This indicates to me the
: v v
? y x ‘ . : o -
?'x 8 = 14 availability of gas is greater than the market at
' x 3 ' o
s 3 43 e e
i 2L 15 this time.
i 3 3x : .
o Eouz 16 Q Anything further? _
= ' -
B 5 acZ ‘ : N
3 Eod g A~ I don' t belleve 80, ™
', . £ Eg_is Q- Mr. Utz, dld you prepare each of these six I:‘,xhz.}:n.t:q'>
5w - . u 5 0. ER - ) . -~
g X w2 N . R Lo R . e ¢ = . ! LT
T - I :
‘%3 TR 8t | A .ers' T dld R
= : *‘ X o -'h_ . "}-;'-‘,/ - - o L - ) ) .;v-T
a o ;5’ g:} 20 s f'MR HATCH. I would lxke to move for the -
: §'§;~21‘, lntroductlon of. Exhlblts 8, 9, and 10, in Case 4693- and -
.- F Tx - : . o R
I C a 02 ; . B N
3 .= ‘f; 23 Exhibits “G", "H“ and “I", in Case 4694,
; . a .a ce - R B
: . . 9% . _ : . -
3 : ; a'g a3l ,MR. PO_RTER: wlthout. objectlon the Exhlbl.ts wi. 1]
i 2 3 B . R :
3 st el -v->be admtted JRRE N
s I 3~3E].4 S T ' REIE AT S T
3 RIS I!m not sure, Mr. Hatch, that I
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Jto’ 1

‘ﬁf_formula and that's all the lnformatlon 1 had

gave all three reasons forpgecommending these
pools be prorated. These reasons are:

1. There are two pipe lines in each pool,
one pipe line doens't know whaé the other pipe line
is going to take unless wn set a figure,

spl7

>'2>;‘There is one qenarate connection in the
- splt

Morrowaool and enot#ef possible connection in the
StréwnvPool. Thesewbiée lines don't know what to
take aﬁa-thev won‘tfineéiﬁﬁleeemwe set a fi gure.

.'3; Probably one- of the most 1mpoxtant factors
is_fhenpenalty factor. There are three wells that
have been indicated-ae}haGiﬁéré-rateable take
penelty fector. Rageable take to ﬁe means gas
proration allowables set as rateable factors and-
withoutrknowing>what thet:figure is I don't know
_how you.are going to enforce the penalt-.y--’ff.s_!.r.:tt:ma
.4§n;t-- all I have.”»‘

MR;*PORTER: VMr._Utz, do you have any*formula

recommend’ e

Well,¥ithadﬁ'tgihtéﬁdeaﬁto

J -

THE WITNEss-”“

: -,—.~; 7

;?frecommend a formula because I thlnk we: a>e 001ng to havc

R

: enough formulas proposed for the Comm13510n to declde on,_~!_

llfbut my EXhlbltS were prepared on a- straloht acreage~f{_3»yw

€ - . - =t B ey

'In other

- :.‘~‘.‘<:'

?(

words, I had no’ 1nd1catlon at the tlme I wade these Exhnbzts »

7~ "_., S
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19| =

particular formula?

Q

" had fifteen prorated pools in southeast New Mexico.
.What formula was used in those various pools?

-Séraight acreage,

{By Mr. Hatch) This case was advertised to include

provisions for one year in each of the cases, pro-—-

»aAéﬁe:?BaI-Pro#atioqa'a:e you makind;tﬁaiifécomﬁéﬂaaﬁibn'
??Only ifAthe Comm;ssxon acccpts éhérp;éVLOuS ni;f :;
,irecommendatloﬁ,‘thls mornlng s- reconmendatloﬁgv I>;i;
'ffwould not recomﬁend tﬁéée pools be proréﬁéd“on éry
»:one-yé;r baals thle‘everythlnq else wasron-a élx;:

‘?ﬁ;months~ba513.f-. ; J 'ﬂ S ﬁ;f73“{77“”

to indicate any other formulé.

MR, PORTER: S0 you are not recommending ahy

THE WITNESS: Not at this time.
{(By Mr, Hatch) I think that in a gas proration

Hearing, gas- allowable Hearihg, you mentioned you

A VOICE: In all fifteen?

THE WITNESS: Yes.

visions for a proration period of one year. ' Now,
you testified concerning other pools in another

nd vorr tost

Lo bl A

S

Y
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1 A Mo,

2 MR. HATCH: I have nothing further,

3 MR. PORTER: Would anyone like to cross-

4 examine the witness? |

5 CROSS-EXAMINATION

61 BY MR STEVENS :

v ;Q ~ -Yéh said that the rateable take detexrmination would

8 be in accordance with él;ocation?

9 A ; It certainiy would. |

10 Q- ngld'this vary from month to month?

1" A O:dinérily I would'cohsider a straight acerage basis '
12 being a permanent provision, but generally speaking -

13 it is not a permanent thing, it depends onAwhat the

14| well prpduces.i

15 ‘MR. STEVENS: That's all. .

6 | | _>_>CROSS-4‘_'EXA.NLINA'AI‘I&)N

ol BL MR, KELLAHIN' -

wl e ateabis -
i9  ;product1on ;s based solely on the compﬁiéﬁ;pn of4ﬁheﬂ‘“;
»26:;ﬁ;;ji}.actual productlon reallocated back to the lﬁdxviéual

. FIRST NATIONAL BANK BLDG, EASTPALBUQUERQUE, NEW MEXICO 87108
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Only the acreage.

For what purpose did you use deliverability,
anything?

Deliverability was used to show the availability of
gas.

When were the shut-in pressures tékén on the two

Exhibits you offered?

"I can't tell you, I only have one or.two of the tests

>

all the rest of the tests are in the.files~iplsanta

Fe. =~ . = o ’f;- ﬁ
They weie not necessarily initial,pxeésu¥§§?'
Mo, but they were preﬁéf-close to»initégi;éressgféﬁ
because the only production-that has-b?gpfprdduéed out
of these wel}g has been.very-meager,zﬂw-w__‘_V:wqw

You have: no productibﬂ history on the basis of which

you could make the reserve;computation in the pool?

~ No production history.

.uuDo_yoﬁfhgye«sufficienf‘produétive h;§to:yf;o_maxe;:j

.~ - . B L

2 a vgiidfdohﬁutatiénfdﬁithefpreééuré:brbéﬁbtiqn  -

- - T [ R ¢

"As I underxstand it you are not necessarily recommending |

wilacfeage és a formula?
“No, I believe I said that, Mr. Kellahin.

 f}f{j;MR;fKEiLAﬁIN:“?Thank,you. That’é-all.‘=
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CROSS~EXAMINATION

BY MR. SPANN:

Q

- thé same sourcge pf_sﬁpply as the Bther.ﬁel}s; ié»:

[~ thera? . =~
7. it's been dcne in wany cases.

Mr, Utz, as I understand your Exhibit "A" which
shows the extremities of the field, the horizontal
extremities of the field, that is based on Orders
that have been entered by the Commission after
nomehclaturé Héarings?

Correct. : _ ;;f?;r

I listened to one of those this morning and-the - -

information that was presented, on thé:basis of-ihey«

information presented, it simply showed that né&
wells had been developed or br&ﬁght iﬁ ﬁhe:sémefbf
formation as adjacent wells; igﬁ't that about it?‘
Mo, I don't think that is ehtirely true.

There is: no geolqgical informaéion'ﬁééd.as a bésié

for determining these new wells.are pro&ucing from'

2T e,

SR wouldn't say that has been done here, but I”kﬂbQ €;

L AT L T
3 z

“;,To get.ii-élear in my,mind} essénﬁially wﬁét"iéu 4o

ﬁ;1is gxtéhd thé4extremity of the pool ag»tdipfeSéhéf N

' ’gvidence that'a heﬁiﬁell»hanbééﬁ‘broughffin’inféﬁe~"'-
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”Tf 1 same formation, in the proximity of the formation;
2 is that about it?
3 A No, I don't think so.
4 o) what other information is there?
I 5 A . Geological information, Mr. Spann.
- A -
ey 6 “Q | For example?
;: 7 A I don't believe Mr. Runyon would recommend to the
o2 ’ . } D
= 8 ' commission that they extend the Strawn Pool to the.
q .
as ’11 Morrow formation.
= 10 - 1 diaa’ that
o= Q I didn't say that.
11 “A ~He had to look at. geological information.
g o 12 Q Okay, he is not going to recommend the Morrow into
¥ 5 ‘ - .
8 s 13 the Strawn, but you extended the Strawn Pool based.
> X . - .o
a u
E s3 14 on the informationfthat a Strawn well had been
a oz -
3 %= f,u,g,& A4
3 gg 15 ' _delivered in the prox1m1ty; isn't that about it?
’% §§ 1 . T
2 35 18 A Well, yes, but proximity is not tne-wnoxe story,
E aZ LT . - o o
2 §§f17 ... - -He-testified from geological information for that-
§;§§»18 . Strawn well:and he also had available tq.him pressure .
E» :3 S e B iAo ':'_
5 és 19 data at the same time, ‘
S ag IR : - ‘
3 53"20 Q. . On your Exhlblt 9, you have certaln shut-ln pressuzes
x -4 v v :
w X 3 - R . ] ~ -
é 22 2t | ... on Vvarious wells, I th;nk there 1s one bottom holer
s o0z : : .
o . < . s 4 - . R
u 3; 2| . »pressure-and‘other surface pressures, and that" '
Z 0z CI S AT . e . T e I
3 do - R R e T
z 23423 : ﬂaverage pressure was from various prouuclng zones,-'
3 32 A . . - o
2 v L R . - : S
b 22 24 -ls that rlght°_“,w__ P e T e
’?jAﬁ;;fThat Ls correct.A i
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1 Q Do you have available in your records bottom hole
f‘i 2 pressure from each well that was brought in these
' a 3 various locations?
' 4 a No, I don't believe we have bottom hole pressures.
! moz 5 ' In most instances most of the pressures are reported
! < 6 to us as surface pressure.
' : 7 Q Isn't bottom hole pressure a significant factor in
3 ) GE: 8| . determining whether there is communication between .
H - ’ - a2 N » - | . ‘
P = .9 wells; isn't that true?
p e o 10| A If it were corrected for all wells, 1 think it would
] e 1 | be.
-
. § . 12 Q But -there is no such information from ybur records
3 3 13 concerning bottom hole pressure of these. various
- £y
8 Io 14 wells- and no such tests were made, to your knowledge
Lo X ou - -
I z5 4 '
P S ¥s 18 A Only on this well to the best of my- knowledge.
i §g§ 15 Q7 Yom menticned", I believe,'_aﬁd Mx natch asked the L
P R T S
4. 533
. s 8.
» © )
.. & 13718
% EER I %
L = §+-19 |-
i ERRNRN w T+ - . - f_, .
N B & gu- R 4% : I ‘Now, that Order was entered prJ.OIA to Athe date
‘f p g:i Eg Tl s .o .Li- j 3
g 32
o E X
¢ g g 0z
3 S da
‘- 8 3
£ 9z
- [i] 4
3 3%
i . G ;:
: v 2«

\
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5.i7fycur Exhlblt 9 whlch, of course, was pzepdred after

:kithe-we;le were completed’

fThat s correct. g;’f

zf;ﬂfor the entry of- such further Orders the Comm13510n

25§~

isn't that true?

No, I'm not sure they were in the poo) at the time

this Order was entered., I rather believe they

were not.

You don't believe they were in the pool?

I don't believe this acreage was in the pool at

~-: the time this Order was entered. These factors -

had nothing to do with whether or not-they were |
in the pool. -
You just assumed because of the surface.locatien‘i£
would.drain the acreage?

It was a little more than assumption, we made a
study to determihevwhat}these.wells would 5;aie}*
In any event the wells had not been drilled ée?

you knew nothingraboﬁt thevcapebiiity eﬁ,ﬁhe-wel;?
and hedenonefof the factorsOWﬁieh:you;ng eﬁew%;;;

>*fﬁ’Now, 1n the Order I notlce that in paragraph fxfteen A'>

K;;;lt states that jurlsdlc -ion of these causes be reta1ned

. -

'may deem necessary.5 Do you know whether the

"Commlsslon has 1n mlnd that they mlght reconsxder

- - - - "*_
/_,_- - - -

‘quj*thls penalty factor after further 1nformatlon was
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1 developed concerning the production from thesé _

2 wells, their capabilities, and perhaps other

3 geological information determined from adjacent

4 wells?

5 A No, this is the standard piovision and I ﬁhink every

6 Order that the Commissioniissues always‘retains

7 jurisdiction of ény Ofdér issued.by;the éémmission.

8 I am sure the Commission had ndthing';n_miﬁd as far

o as changing these,;i»am sure~they“haa;iﬂ‘mind

10 proration because they étéﬁed %ﬁ the~0rdéf:v if

11 in the event it was prorated, .

12 Q If it was préfated?

13 A  That's right,
“14 Q In-your Exhibit-;o Ifnoticed~£h§t ;n-Febrtary tﬁe

15 | Humble-Corinne Giaéé and the'Graéé-Hﬁmble»produced
16 214, 696’cubic feet and. you aié suggestigéﬁit béﬁlv
17| J':'  granted an allowablébof 58,295; is that r1ght°:

i; {#”ﬁ' ?gOn_the basxs of Stralght acredge, that's correéﬁ:l;
'igi” '?Wh;ch reans - youlwould cut that well's productléﬁ’\yulﬁ
'20— % iby one-quarter’ =3 "“‘ — e
21 .lé}f‘_wo dldn t ask them to d;;ll a well there.i

2# e MR. HATCH- I don t thlnk thls lS thé pzoneri

23 ‘pi;ce‘to attack a prlor Order of tho CommlsSLOn.‘ I don.L __.jj?
24 ;gh;ALALt ;s relevént or‘matéflal to thls case; Thls wa;»3

.j“ég “?an Order that seﬁ a penaltY ‘on an aPPllcant and’the<€kf?5fi N

¢ FIRST NATIONAL BANK BLDG. EASTeALBUQUERQUE, NEW MIEXI1CO 87108
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discontinvz this line of questioning.

1T.f:7 ﬂ

applicant had time to ask for a Denovo Hearing to
appeal and they chose not to take either of those courses,

I don't think this is the place to go into reviewing that

-:Order.

MR. SPANN: I believe, Mr., Hatch, you asked the

: Commission to take -judicial notice.

"MR. HATCH: So they would seae where the panalty

féééof he shows on his Exhibit came from.
MR. SPANN: There were some other factors éuch
as éheir inability to drill in any other location. |
MR, HATCH: "I renew my objectiong
MR. PORTER: Mr, Spann,‘I think you should
0  (By Mr. Spann) Mr. Utz, if I could clarlfy thxs»_!,
you are ba51ng your market demand as- set foxth in

‘jyour— Exhxbxt, and’ I am- referrlng now . to the Morrow'

TliEXhlbltS, on what the two purcnasers have taken_gif-“
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Q_'v Well,

A Yes.

Q And in February, 811,175; do you know the raason

for that almost ninety percent increase?

A Well, some of it was due to additional wells

connected in February.
that would indicate that -- are you saying
" that market demand is based on the ability of the
wells to produce rather than on ths abiiity_oﬁ_ﬁheauv'
the need of the purchaser? o
A I don't think I said that and I don't think the
Exhibit indicates that, Mr. Séann. What'i said was
that the market demand, as far as my job is concerned
is the production in the pooi, x amount of production
from the pool is the market demand from the‘éool:
The market demand from the pool is what the purchaser

1ncreases_ﬁ~-”

T
>

Can we assume that 1£ the market demand

:_"__..-'_ Tz

market demand

ln the same amount next month, then the

under your v1ew would 1ncrease,that much agarn and

Vyou would have to recalculate the allowable? fi

-ngf' Well, we calculate the allowable on that ba31s every

"month.>'

That Ls what I Rondered.- l  ;j

P

’TYes.ﬂ Mr. Spann, 1n order to clear up that questlon

-~ e

{I WIll explaln a llttle b1t about- how the Commlssion i
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“19]:

’fis.the case, different sources of supply, if you .

‘f{JBut on an acreage ba515 —— they have not desxgnated

attempts to set allowables equal to production.
In everxy instances proration does not in any way
curtail production out of a pool, it simply
allocates the production among the wells in the

pool.

- But we have different pools, as of course, we contend

.throw one well in one pool into the other'wﬁich is. .

-

in a different market demand then you affect-thé~~«~ e

~ amount that the firstrpool’is-allowed'to'produce;a

isﬁ;t ﬁhat correct? - . 4 ot
Well, on thé basis of youf'question it iéftrue;gbgta
one fact. |

You have assumed, based on your testimoﬁy;éﬁhat we
have one single source of supp;y for all of these -
wells; isn't that true?

That s rlght, and the CommlsSLOn has so deSLgnated that.

”3}:that from a geologlcal standPOIRt°
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A

So if you only had one purchaser then there would
be no reason to prorate production, you would just
allow them to take whatever they take?

pnless the wells in question have penalty factors,
then we have to érorate in order to enforce the
penaity factor.

That is the reason then that the proration in what

you have déscribed»ggqgraphically as the South

Carlsbad Morrow in your Exhibit Nweber 8, that is

fhe reason you feel that this area needs to be
proratad because we have the penalty factor involved

in these two wells?

A ‘ghat's one. of the reasons. .

0 And another reason is that you have two pipeé lines
in the pool; is that right?

A .Thét'is défr;ct;

Q- So if you didﬁ't have the two pipe lines that reason» |
‘isn't present; isvthatl§rue?'31f we-ﬁé&é two pb;is ) .
shouldn't you throw 6ﬁt that rule? | ’

A 1 Qould say that:woﬁid-be oné-of thevfaqtors-éii;igggééi'f

Q And vyou said andtherwxeason-waﬁ-that.tgé éipé iiﬂeSA:;};;3f
did not know what*ea&hief’tﬁém was»to take unlg;QL:A‘ :

| you take a figure? >}ih f';i  S

A omene. e
ARZ AR S &
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n»to produce.

So if you don't have two pipe lines there is no
problem?

Unless you have separate connections.

But in substance that factor would not be ptesenﬁ:
is that riéht?

I would say probably not.

So really, we are down to the question that if it -

-is established that there are two separate produc1ng

zones in this area that you have Qe31gnated and that
the wel;s are producing from two separate pools

the feal reason you would need proration is because
of the penalty factors.
Using your assumption think you would be correct,
but on the other hand, you are going to have to =
convince the Commission that wnat they have done is

not right,

I understand that. Do you know anjthlng about

_the Antwell-thtle Jewel taklng 38 792 in January

and reduclng 1t to ?3 531 in February; do yOu know

the reason for- that° Would that be because o£ the: }_,L

well's. 1nab111ty to- produce7

- I don t thlnk it was. because of the well's 1nab111ty-

~;.jDo you know any problem out there because of a <‘f;if:‘5 g

pipe. llne problem, the lack of capacxty of the ploc-A
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to take what"ﬁhe field'produceé;f

"Charlle, that‘s the ‘name of the game-

line to take the production from these wélls: do
you know anything about that fact?

Wo, I don't know that that is a fact. I do know
the pipe line companies are’trying to sell all the
gas they can take out of the wells. This is not
ny job, I set the allowable for the Qell area.
IfAthé pipe lines were taking all the gas that tﬁé
fields could produce there would be no reason for
proiation?

If it is shown that that was true I would say
probably not. .

Isn't it important then to know whether orinot this
failure is the result'of a lack of capacity on the
part of the pipe lines rather than on the wells -
themselves? I am trying to find out if we are

exha

o] ™ e
£ et g

because the pipe lines do not have the capacity."

—';;can t take as: much gas as another-plpe llne and the :év
: only way we can’ protect correlatxve rxghts 15 to

Aprorate.- If the plpe llnes were lnterconnected that

wbulditake care of the 51tuat10n.g

“;If a. plpe line has- the capacxty to take all of the 1Ji;;iﬁi

Q{One plpe l:l,ne"~ J
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{"\-""“
Furs
—

penalige that one pipe line because another adjacent

pool has a pipeline that can't take their full

i ‘_,,
[ &)

3 capacity; should you?

4 n -
-
>

I think I stated several times that we allocate

e 0, !

production for a peool, if you can show the area you

Ei“‘ a .'.}
r o
ih
(3]

1
0
[=,}

are referring tqlis a pool, you will have a valig

question there.

‘.ﬂ X it". Li,".i
)
i
-3

8 o MR. SPANN: I believe that's all.
9| _ MR. PORTER: Does anyone-else-have -any

10 ¢uestions of Mr, Utz?

dearnley-meier ripuetin:

11 MR, ALLISON: If the market demand exceeds the

12 availability of supply does the“Commissionﬁﬁhen prorate - the

13 production in a pool?

s

14 THE WITNESS: Ordinarily. no.

s

'

15 ’ MR. ALLISON: Thank you sir,

61 MR. PORTER:. Any further questions?

b  CROSS~EXAMINATION -~

o N .
e ! D
Wdilamadd TE—

18 | - BY MR. LEBLANC:

19 ﬂ“fheilaSﬁ“question,:aiééa-sdmé{éﬁriééif&fin in@iha;-f

. Does not the Commission consider correlative rights -

L

[ gi l';riii

a1 | i 7 in regard .to their allocations? '’

 Tha£;S aﬁsolutely right.».-?fiir'

" MR. LEBLANC: That's all, =0 = "%
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1 (Witness exXcused.)

[V

3 MR. HATCH: I would like to call Mr. Stamets to
the siand for a few minutes.

vl p ' RICHARD L. STAMETS,

!'Jx_' Ly s«_v; ".i
-

e .
o 6 was recalled as a witness and having been already duly

sworn,ftes:ified as follows:

‘ i
Py
‘ ‘l IJ
1
-3

DIRECT EXAMINATION

-meier ri:

o| BY MR. HATCH:

e

10 Q‘» Let!the record show that Mr. Staméts-has been

dearnley

1 ' sworn, Mr. Stamets, you stated before that you had

'."1 [ .5‘

12 worked in the Artesia District Office for a number

‘ of vears?
13 ) £ years

RSV

14 A . Yes, sir.

In worklng in the Artesia District Offlce does uhe

e --ﬂ.

16 - Office includé the South Carlsbad-Fie;d?

§ ‘ ';4
3 ' | B ‘Y'es' - SR | |
18 Q.: - Have you ever. be°n~asked to make recommendatlons to ‘

7l

Moy

L a1 existlng pools? S . ’cQL

(3
in«, IS

'_A57<"In'qénéral?ﬁ
.22 ] s - -

§ Qi Yes. v . S R i el el
’ 123 Q;\fjﬁ?_,:ﬂ o R e SR

' %és. xnat was prlor to my autles 1n the Arte31a~'"
24 . : e . L R
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is presented to you?

Awell was - an extension to»the-South Carlsbad Morréw'

17
N but showed lt'was Ln,the Morrow, we - would wrxte ln there‘i

:lfcopy of thxs ‘form woald be sent back Lo the operator.?‘“
:-{‘iIf upon completlon of the well 1n the Morrow formatJon
'the operator flled that well as a w1]dcat MorrOW"ji

'i_'completlon we: would change the pool name from the

You have done this on a number of pools?

Right.

Would you describe for the Commission the procedure
followed in recommending the creation of a pool,

where you get your requests from and what information

The procedure currently in effect is one designed

for simplicity of administration and still allows

the 6perator an oppOrtunity to make any correctibns
of our errors that he might feel is apprOpriate; if,
for instance, a well were ta be spotted at thia time
within one mile of the outer‘boundaries of the Souta
Carlsbad Morrow Pool and this well wera to be drilled
to the Morrow formation, then in accofdance with

Commission rules and regulations we would say this

Pool and 1t w11l be governed by the South Carlsbad

.Morrow regulatLOnsq. If the CwlOl showed no pool name,

,_"'_-‘- - oo

in red, undesxgnated South Carlsbad Morrow and a

A x"’ -~ .

“f-South Carlsbad Morrow and use a stamp and we would
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stamp in red "advising operator of the pool name"
and we would put it Qn there and tell them that he
should contact us if he does not agree with this
pool name. Now, normally what happens in a case
like-this is once we advise én operator of a pool,ﬁ!

name he accepts this. I don't recall an instance

>

-

at this time where one of these forms ever came-baék-;

to us where anybody had ever cbjected tn our -

terminology. If he goes ahead and accepts it we.

siﬁply close off the undesignated'makeup-andAat,the :

first nomenclature Hearing subsequent to,this;a
completion this well would bé:taken into the pool. -

The reason we have come up with this procedure is

R

so we don't have all this correspondéhce baék-andz»-f

forth between the operatoxr andfthéfCommission.
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fthag;thiS'gase bevadvertiSed‘for extension?

¢

the old procedure sort of went like this, we
would send a letter asking wnat nool the overator
would like to have and he would answer anything but
the South Carlsbad-lorrow and ninety-nine times out

of a hundred, the well always wound up going into

“the same pool.

So once you filed the form with us, we would

put it on in a Norenclature Hearing and sent it through

and after it came through, we would send you a form

- that would say by such and such a hearing, we placed

your well in the South Carlsbad-Morrow Pool.

In order to eliminate all this correspondence
bpack and forth, which rarely, i1f ever, accomplished
anything; I can't remember an instance whe:é a changé
was ﬁade, we adopted this other procedure which still
affor&s the operatér an opportunity to objecf to the

well belng placed in a partlcular pool

HR PORTPR '-Mr_ Stamets, in. all thls procedure,'l

-THE WITNESS:’ Yes, hhis is part of the iqformatioh

. *“*

'we put.on ‘this undOSJgnated sneet .Wéfhave"thgapool name
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'

and the location -- or the well name and the location
and the perforated interval and logs are required. Ve
have tne logs.of the other w2lls in tihe pool and if thera
is any question at all, we pull these lcgs out and take
a look at them and compare them.
-:MR. PORTER: Thié procedure is fdllowedrin each
éfffﬁé{d;strict offices; is this correct?
| THE WITNESS: As far as I know it is the procedur

théﬁuﬁaénbeen adopted. It‘céme about by going to the |
Hébbs,Districg_office and observing the proceddre they
used. “
Q‘ (By Mr. Hatch) You said Ehaﬁ you reqall no time

in which an operator has objected to the pool that

the Commission put the well in; was that only in

your diétrict?
A j‘ That was only my personal exporiénée in my district,

ves. . 'I know that in District 3, there were some

. N >

“differences of opinion and-I thipkztheséfwére

e

~7 7 -taken care of before the extension was made in most ..

£ B - - - >

fi‘thinkﬂyou‘testified this morning conéerning an

' existing pool in which the operator became informed

{Tahaifequesged’a‘new gool.ff i;i;ﬁﬁffi*\
an- ”u7Pgr£ qf the qld_pool.had been déleﬁééﬂang a_néyw?:
'1f3pbcl had béén created2 ;_ L ) y’ Do

o

-

provaply |-
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A Yas.

L]

And that occurred in your district?
A It did.

MR. HATCH: I have nothing further.. .
MR. PORTER: Does anyone have any qﬁéstibns of

Mr. Stémets?: L - ’ SR o ﬁ

CROSS-EXAMINATION

BY MR. SPANN

Q . How long. after the well had been drilled did this .

el =

" “occur?
A - I think itvwould have been a peridd:of S;veral mopfhé.
I cannot recall at this time whether it was hefore
_ér'after~the connection of the well,’buﬁiiﬁywas a -
substantial pefiod ofjtime becauée the=weir~had already
been placéd ih the<8riginéi“poal-andlfhat taﬁés a

< e

N certaln amount of time.

R -»»._,.-

'i_Wasn t lt after the Vomenclature Hearlng had aJready

' I don t thlnk that they, at that tlme made any

\{ 01

b

recbmmendatlons that 1t be in ahy"other pool, I thlnk
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“that-objection.’

they were surprised that they got a difforent reservoir.
The operatoré disclosed their geologicai»information

at some'later-date, showing that i£ was iﬁ the wrong
pool; isn't that in fact what hapéened? |

There was a separate source of sUpply»and a separate
péﬁl, yes.

‘And -there is not?ing in your rules for such a
~contention being-made at a hearing on prxoration,

MR. HATCH: I would liks to object to. that
question because I think it is a little ﬁisléadiﬁg::-This
case was advertised to prorate a pool. I think fhere ié‘
going to be_a'case for a new pool-théﬁ'that is ouésiée ﬁha
call of this.hearihg.

MR. PORTER: Do you have. any further ‘questions?

A3 - T L ane-
MR. SPANN: 't get an answer tc that one;
=3

but I guess-the Commission sustainéd the objection. :

" MR. HATCH: I am asking Mr. ?ofteruiéﬁspstaih_

‘“,féoRTER;EQijecﬁion sustained. - -

- e T e

'SPANN: _I have no. further questions —- just = °

-

Sl
.

a minute. 0
ST . L
ny more.

> MR:TPORTER:. -Mr. Spann,’ do you have a

,

.

‘questions-of ‘Mr. Stamets? .

ST TP Tt LT PRI

nnf;JWoﬁId;youlmihd

‘telling “is where that:

—— e -y > s i o o ot
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1 well was that 7ou mentioned théE was latar changad?

21a  Rizht offhand, I cannct think of the location, dut

3 it is on the west side of thz Atoka-Pennsylvanian

4 7. Pool and I think that »pool may be west of the

5 ’Atokg—Pennsylvanian-Stats Petroleum, but that is as

6 'éloéé as I can get.

7 — MR.‘HATCH:_ You have no objection to getting

8 | that ‘information and supplying Mr. Spann with it?

9 THE WITNESS: I will be hapoy to.

10 ERL PORTER: If there are no further questions,

11 | the witness will be excused.

12 (iitness excused.)
13

14 MR. HATCH: X would like at‘this time for Xr.

13 | Jim Allison to present some testimony oﬁ behalf of

i6 | Transwestern.

17 ,uMR.:ALLISON: I am Jim'Alliéon fepresenting

ié Lranswestern Plpellﬁe Comoéﬁy.}'We'were”invifed£to'éépéér'f
‘ﬁ]é éﬁiéh;;‘hearlnguﬁo glve certaJn test1m01j about = ;14if.
'éo Traﬁswestern Plpellne s capaélt? and the wérkét 5ﬁ tné j

221_;‘”1f~”’ Aﬁé would llke to-call Mr. James L. Tﬁomés;a${aiiif
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quomm1531on_on its own- motlon-yo consider

MEXICO
19 & 20, 1972

\1 g

HEARING

IN THE _‘4A'rfrER OF :

T e ~

Th°<near1ng callod by the 0il CorseLVqtlon

4693

" instituting. gas prorationing-in the -. Case No.
South Carlsbad-Morrow Gas Ponl and the and -~
”South “Carlsbad-Strawn Gas Pool Eddy Case Mo. 4694

County;~Vew Hexmco -

uBEFOREUX State Geo1oglst A. L. Dorter, JA., Secreta*y~01reotor

_,“w“_Land,ColiSSlOﬁeL Alax Armijo, Member




b i

— 'ﬁ:; ;;J b

2 i )
; 3 - )
X : .

Y L

¢ HY

B

.

-NeIeT

dearnley

* SPECIALIZING IN: DEPOSITIONS, HEARINGS, S_TAT!M!'NTS, EXPEKRT TESTIMORY, DAILY COPY, CONVENTIONS

209 SIMMS SLDG.» P.O. BOX 10028 PHONE 243+08810 ALBUQUERQUE, NEW MEXICO 57103

“FIRST NATIONAL BANK BLODG. EASTQALQUQOERQUE. NEW MEXICO 87108

- 10

11

12

82

PAGE

»
-

N C.

JAMES L. THOMAS,
was called as a witness and after baing duly sworn accordinyg
to law, testified as follows:
DiRECT EXAMINATION
BY MR. ALLISON | o
Q;a ;Will yQulétate your name, address and present position,
éir?;ué;u} T :
A:— I_must:applogize forﬂmy,larynQitis, I h pe vou can
_hQA; me. ny‘name is Jim Lee Thomas and my addfes§~
is Post Office Box'2521; Houston, Texas.
I ah.general manager of Trauswestern‘Pipeline.
Q . inuld vou briefly describe your educational experience,
»»M;.‘Tﬁomas?
A I received a Béchelor of Science Degree as a petroleum

,englneer from Texas Technologlcal Colm.q0 in 1949

j"»2’\fter graduation, I joined the Railroad Commission'

_#:jas a: petroleum englneer in Mldland Texaq._fi?if it

PR < e

e
RIS :.».,‘,_ -.“’

In January of 1964 I was promoted tO manager_l;

R N . - E
_r -

- _.14- - I E £ ,._.'_,

.. A
o

I was apoomnted general

Mat st

" ey o P

pel1ne Company .as a superv1sor of aed:cated reserves.

~- v"foqﬂ -

E2 \u.g.—,\m b’
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A

. concerning reserves and deliverability.

A

??three ln the Strawn Zonef'and one 1n the Atoka Zone.

'Qf'

A

'_Hoﬁ-many wells -does Transwestern~have in its system?

’ Transwesterﬁ nas, oresently connected seventeen~wel]s e

r‘able tO'contract for addltlonal wellv,

What are your duties as manager of supply?
My responsibilities covar Transwestern's gas
acquisition program which includes responsibility'
for negotiating and contracting for new gas supplies.
. Our operations‘uhder gas purchase contracts
entails supervision of proration and allocation problems

regarding gas supplies and supervision of matters

I am responsible also and am required to be
informed of exploration and developmeht of the - company.
Have you previously testified before.regu;ato;y”bodies?'
The Rallrcad Coﬁmission_of Texas and the Fedefal Power
Commission. | | |
Are you familiar with the South Carlsoad fleld -area

'in Eddy County, New Mexico?

Yes, sir. , o L

\. . . . T .

Do you—antLCLDate addltlonal connectlonq'to be added

R LR LR T

to your system’ '-_rw’ R 'gf,e -

‘and wellb are‘c0mpleted on vhe acreage. ,If,we%are*'

they;iofkecpise;i
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L2

@ g 7 MR: ALLISON: ' Sir,-we_ would like to have .

i 25_%é#ﬁéwégfefﬂfs-Exhibit‘;f@a}kgd.‘ g

%;é;, :(ﬁ;ikéd:rranswestérﬁ‘é:Exhibitfi:E;?,iééﬁgificaéian;)j
§W24;‘ ﬂigiliégn)v Wbui&!ﬁop désé:é?é ff g

will‘be connected to our systemn.

At this time, we have no way of k%nowing how
rany wells will be drilled.
what are your minimum and maximum contractual

vurchases?

‘The prqvisions in the various contracts provide for
”xéjéribus minimum take obligations; ‘It'is generally
_#eguiré&hthat the produceis' deliverébility capacity
be 125;§ercent of the minimun t;kes..

‘What volume of gas does Transwestérn now.take and wnat

~volume of gas does Transwestern anticipate taking

in the future? : ' o AN

Hai I

At the present time we are taking 4100 MCF per day.

Our present need for gas is such that we will purchase

all available gas 'used from the area.

You have prepared a plat chowing Transwestern's
gathering system in the-area?
re.you'prepared to present it at this point? - - ..
__-» . "" X . B ) . - . .- ._.' e e - » C e . Te- - .

bit

ﬁATCHf fMay Iiiﬁterrﬁptéfbu?ffWill:Exbi




e

o

’
i
,

.
A
i\

S

‘ 3 e
o ==
. f —

Sennn

. s & ]

- =
3

o =Y
RSN B [ =1L}

) —

[ ]

?;} =

"

e

\

, DAILY COPY, CORVENTIONS

. SPECIALIZING IN: DEPOSITIONS, REARINGS, STATEMENTS, EXPERT TESTIKONY
© 209 3IMMS BLDG.¢P.0. BOX 1092 s PHONE 243:6601¢ ALBUQUERQUE, NEW MEXICO 87103

FIRST NATIONAL BANK BLOG, EAST ¢ALBUQURERQUE; NEW MEXICO 87108

10

11

13

14

15

fPACE 8 5
Numkber 1 be in both cases?
fiR. ALLISON: In both cases, if you please, I'm
sorry.
Q (By Mr. Allison) lould you dascribe the size of the

‘corner of

"lines’, running generally

capacity of Transwesteran's system?

In the Carlsbad area, it consists of two eight-inch -
northwest from the northeast
Section 3, Township 24, itorth, Range 27 East.

lateral, we have four-inch

From our main

gathering lines from these eight-inch lines to each
of the connected wells. Our main latefal has a
capacity of approximately 120,0d0 MCF per day of
which perhaps 90,000 per day would be taken from the

South Carlsbad field area.

If more gas suoply becomes available, we expect

- our system will enable us to purchase all such gas.

'l;ﬂhat 1s the pressure at your aatperlng system”

£ Tl

At the present tlme, our‘gatneringesyegem pressure1;1
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PAGE 86
0 Mr., ‘Thomas, are you now purchasing all the'gas you
P
understand to be avallanlo from this %Jll area?
. \-“. ;4/'\
A Yas, sir. \
Q In other words, you are taking everything that is
_offerad to you?
A . Yes.
Q JiAhd have you prepared a summary of the data you have

pfeéehted'in your testimony?
A . Yes, 1 have. |
MR. ALLISON: We would like to have>this marked
as Transwestern's Exﬁibit-Number 2.
(iarked Transwestern's Exhibit Numbe; 2 for
identification.)
Q fo'Mr. Allison) Do you have anything-further to add
to your direct testimony, Br. Thomas? |
A, Only that the iﬁdicaﬁion"on‘Exhibit 1 which shows

.the Pennzoil~Mobi1é lateral is_in‘érror1:?it is

e ~ - - - ‘-,__ L.

1nadvertently’got 1nto thlS Exhlblt..

Lo

MR. ALLISON:i at thls lee,uye w1ll offer

- Tal > - R

-Transwestern S - Exhlblts Numbers l and 2 on—both dockets.

- “‘A-f —

'71’MR;>RORTER:w Wlthout objecflon,-the Fxhlolts'

e

- 4
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112 were receivad in evidence.)
2 MR,IALLISON: Sir, this concludes Transwestern's
3 direct testimony and I tender this witness for
4|cross-examination.
5 Mé. PORTER: Does anyone have any questions of
6 |Mr. Thomas?
-7 CROSS~EXAMINATION
8 By MR. UTZ
919 . You ihdicétéd you are ready, willing and able to
10 purchase up to ninety millionsper day, do yéu mean
1 by that yourjéight—inch'lateral going down to youf
main Yine is capable of carrying ninety millions a
13 day?
1411 1 beiieve there are two eight-inch laterals.
15 Q ~ And .you mean thét your two eight-inch laterals are
';6 b.qapablé'of éafrying‘ninety millions a day?
.1i A Tnat's my lnférmatlon from our englneorlng denaftﬁentq
18 th ] o
19j$fa E
26 Q= ,It 1s menf%oned in Exnlblt 2 that you wa]lvtake~ .
*éiA :'{-raﬁeabie;ybetween wells, wnat do you meanzﬁyurateanles°‘
22 | A I? the same fle]d,.we cah take the welliéabgﬁityiér': |
23 | ,MQLan'equal;rate from every well in tha fleld th; ; 2:»r
24 \:;jfiﬁell #s‘;ncapable of producxng as muc% as ;e QaA;JtA
-25 A a;;.;;:;#;;;>other weils,'we w1ll tak;»that”well:s~

‘-
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1

12

13

capacity.

0 It has nothing to do with contractual obligations?

A Mo, sir.

0 Then, in efféct, if every well had the same acreage,
you wbpld-be-taking on a straight'acreaée basis;
have I interpreted that cérrectly?

A if tﬁeyihad:the same acreage and.the same capability.

0 Iﬁ a well was more capable than a oena)ty factor
allowéd»QF if a well had a penalty factor —-i

A ;fheard about thls pena]ty factor yesteraaj, for-the

first time, and I cou]d not answer a auest:on perta:nan

to a penalty factoer.
MR. UTZ: That's all.
#IR. PORTER: Does anyone-else'have'any questidné
of Mr. Thomas? |

" (No.-response.) "

MR. PQRTER: If'noﬁ,‘fhé witness mayibg;exCused.>

gfi":*(wltness ‘excused. )

Randall

. R

I would llke to cal] Mr.

K I{Ro

ALLISON'“

-
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:y

.identification.) u-ﬁﬁ_f LT '--,fgfﬁ; 'ipiéﬁj;}

2" " Llanc's Exhibit. Number 1 is a plat outlining the " . °

DIRECT SXAMIVATION

e o bt ———— e nnann

BY MR. ALLISON

0 iir. Montgomery, would you state your nare and position?
A tly name is Randall Montgomexry and I am the manager
- of the-Llano Gas Company. |
Q I understand you have preparxed certain Exhibits that
you would_like to present to the Comhission‘concerning
:thé»acitivities and physical set-ups for Llano in
%he.South Carlsbad field? o
Yes, I have. I presented to Mr. Hatch and the Staff
of the Commission éarlier'Llaho's pipeliné facilitiés
in- the South Carisbad'aréa; |
Q Woulad yod idéhtiﬁy thése Exhibits/for ué»~- you have
two Exhibits, would they apply to both CaSes,‘4693"
and 4694°? » |
A That is cerrect.

(Llano's Exhib;ts Numbers 1 and"2 marked fpr’

9~ . (By mr. Allison) " Would you identify these-Exhi
;fot;uS?aéﬁ

ER - : . . - T T L MR
VR

PN - e
T

LR

acreage Llano Inc. has under contract in

s N X T
PR s,

yellow. -

iftgét=arg”pteseﬁtly connected aiéfqoiored;in

v L E Sl T,

‘Carlsbad area. The acreage dedicated~to these contracts :| =

i‘-:ﬁThiéfEkhibit also:'t

[

races ‘Liano's systems, pipe

ey . - S s P

line .-

. T m Ao SRR S
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'and markets from the South Carls

’

per day and beginning September 1,

1f~e115"1n the fleld‘Lﬁ:“ -

facilities, and indicates the pool limits of the

South Carlsbad-Morrow fields and this is outlined in

black.

Tha South Carlshad-~ Stravn field is outlinad in
graan.

E#hibit Numbeyr 2 is a cavacity

summary of Llano's

sbad area. We have an

eight—inch-line with four-inch laterals going to each

well.

The lin2 has a capaCLty of thrty mx]llon feet

1972,

the capac1ty

in the South Carlsbad field will increeee
fifty million per day.
Llano

In addition to that, has  other

in the area within some four or fiva-mile

additional gas should become productive,

to some

gas lines

s and if

additional

capacities can be obtained.at'a very early date.

Llano is presently connected thh three Stra

e

._4._,

The Exhlblts lndlcate‘the average dallygproductlon

‘in F eﬁruary and tne locatlon of the variovs wclls e

we'are.connected to at this time. mhe wells we

~ B ___- ~ e

that

S B - . o

‘are connec;ed to have a max:mum contractual

-

'obllgatlon of twenty flve mllllon feet a day and we ..
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A

Qill reachk that in the calendar year of 1972.

The designation of this gas for use is for the
Carlsbad aresa and Hobbs.
Do you have anything further?
I have-nothing'further, but if there aie any specific
questions anyone would like me to answer, I would
be happy to do‘so;

MR. -PORTER: Any questions of Mr. Monﬁgoméry?

CROSS~-EXAMINATION

BY MR. STEVENS

Q

A

'I notice, Hr. Montgomery, that you might be talking

about comparatively low takes on the Little Jewel
and on'the Allen in the Morrow, what is the reason
for that? |

At the present time, there is.avrQStricted'mérket,

but not a restricted pipeline capacity. This additional °

-timarket‘f:om theSe»welis will beiavaila51e<within some

.’Q.

-
2

D

P

itapproval from the Federal Power Comm1551on.

Th;s resulted 1n the thtle Jewel 1n January belng

called a marqlnal well in:therfuture itjw;1I be

taken otf marglnal atatus>'”
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well and capable of much more.

MR. STEVENS: I have nothing further.

sl
N

3 CROSS-EXAMINATION

EM EE
AN e
'
i
R- 9

BY *R. SPANN

3] - You said you had eigiat wells, five in the Morrow

. = 6] - ' _.and three in the Strawn?
1 =
. A Yes.
T m . -~
j %” 8|q .You have listed on here (indicating) three in the
, . | , |
] a0 9 " Morrow, are there some other wells you did not list?
i == o
oo 10 |A = Yes, notice of gas connection has not been filed yet
! oo : ' - v
i = \ , -
] 11 nor has the allowable been granted.
oL Z S ] -
1 £ s 119 On which ones?
S z -
- »n ~ -
S 8¢ 13{a Notice of gas connection or allowable has not been
» X ‘ : - ' -
-3 ] ° - - B
§ Iz 14| assigned to Cities Service Merlin MNumber 1, nor Cities
-4 W N A
3 25 - -
o .
x gé} 15 Service Merlin Number 2. .
= ta - . . N 5
T 3z 16 . -Llano Inc.. has under contract a poxtion of those-
£ 13 7| properties. : > el
S 33 18|10 v So‘what you are-saying is you have a.con :
5 3319 [k for-five-in -the Morrow -and three ‘in the:Strawn? .
§ E E . ; - i;..‘." .' o g S i B Lta v_._, . T - e - K
% §5.20|A i'Yes, that's correct.- : ’ )
xr -ga S LT . ) N . T -
w X - N R - . - L i - woe R
) é 3: 221} Q 7" -There:-was testimony by Mr. Thomas that Transwestern: -
s 0z -~ | - - - : ' LTk -
= a o 220 - ‘Pipeline would take all of the: gas in the:wells they '
: Z 60z o s I P - : T RN S P
e o Jo ' S ST . o v CoLroE s o
3‘ § ;'; 23| “had. contracts with, all the gas these wells could
}.. a 5z el L e o i . R P e i : - R
= a2 24| - produce; is Llans in the same situation?
- ~N K - - - ™ " Lo - oL - o
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1l¢g When would you ke able to do that?

A We will reach our contractual obligation within the

ir,. '-.zi
%]

3 naxt saven to ten days.

H
0

So there is no problem as far as your capacity is

"
!

s
(4,

concerned, .you will take anything and everything

.....

bl 6 anybody can produce? - T

i

71A We will take our contractual obligations.

"Which is complete production from each one?

9|Aa No, our contract is very similar to what the

’

SO S W
nley-meier

dearnley

10 Transwés_tern people testified to, the producers will 7

1 - retain ona hundred twenty-five percent.

1210 MR. SPANN: I have nothing further,

5, X
¥ .

13 " ¥MR. PORTER: Does anyona else have any qdestions?

14 CROSS-EXAMINATION

NEW MEXI1CO 87103

. =
4

18 | BY MR. LeBLANC

i -

16 | Q - Mr. Montgomery, y.qj,th refer-ence.»_’co_“the ratéablé i:ake‘_

17 | .-~ that-were asked of Transwesterh, do your cphtraci;s-‘ L

18|~ © ~obligate you to take theh_"i’ait_:ea.b'i'e?fif:_;'.f:_:» f

. ii"i""" .
f W '

wolA s ey doiiol oo ST

a> 20 o) What : do you mean by rateable’ " . -

3 B 21 |A " Ifx acc;;or&éﬁ.ée _wit.:h'ﬁ‘tf:hev' rules ‘and- regul‘a’f.jr._c;nis;of -the
’g 22 011 ‘Coxris_e{z‘_:\}aition Cormm.ssxon. These m].ghtgl:l e from
“ N 23 . tlmetotlme and lglxe? of a.v specuflcprorat{.(;n )

S N ~ - - RO .
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:peridaf;th

.~ Operators

'gégg'ééﬁent;betwggnfthe operators, it would bezup{Eo _!f—;

fﬂwffhin'a‘régsonable'period of_time?

Yes,
Does tha;lmean eacn well would have 320 acres allocated?
If the ﬁells werae capable.

Assuming thét one well was not cavable, you would
take'iQSS‘from'that well?

That's true.

‘Db you engage in any type of balancing between wells?
Yes,

OQer what period of time? :  ,
Balancing-agreements ane~generally-statedxaé beiné«

over a-reasonable period of time,' |

Balancing agreements between who?

Betﬁeen the operator or cperators and the pipelines.
These factors are worked cut with tiﬁe,

Are you suggesting that if you have two different

[}
£
Q
[¢]
o
)
a}
i
or
O
wn
oy

n ..320 acres, absent "

- some sort of agreement;bqtﬁeenxéhem on thé\baiéncihd'

at you have a problem? ..

- ~ -
+

<

véﬁitﬁdadifferenﬁ tracts

-.the pipeline......

0 o .7 Py
Teea v I -

"Wéptidd?you;bdnsidef_a reasonable period‘gf‘time?fi

. B R -

‘o

';Tﬁéiﬁé:ﬁphthsfis:the normal time in the gas-industry.
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1o So if a well had a mechanical problem and shut down
;} : . 2 for ten days, I presume thereafter you would take
l 3 tnat well's producing capacity; is this correct?

- 41a Yes, subject to market requirements.

J 3 : MR, LeBLANC: I have notaing further..

:’:;’_ 6 MR. PORTER: Does anyone else have any quastions?

o - - B - . .
7 . (No response.)

MR. PORTER: If therxe are no.further guestions,

9 | Mr. Montgomery may be excused.

-meier

10 (Witness excusead.)

dearnley

11 MR. PORTER: At this time, I want to express my

) - 2 - ) . : ) . .
N 2 » 12} appreciation to lir. Montgomery, ilr. Allison, and Mr.
o 8°S 13| Thomas who came here and testified at the request of the
RO I X
S e o = . . s . . . - .
T ° ;3 14 ) Commission to give us some information concerning the
By o .
» ¥ 13| gas take.
- b g 93 - LT
5= : .
$ 5z 16 : . Mr. Hatch, does this conclude the testimony of
B Lo o . . . . .
i . - & <3 -17 | the .Commission Staff?> - = - R
3 D é §§ ~18 .o "MRLCHATCH:- . Yes, 1t ‘does., o oLE : s
AT T B 38 19|77 o7 (Whereupon Llano's Exhibits Number -l.-and. 2 ‘were- . ©
?; R - g'{ :_. - B -_'.:'-. PR 2 N R . R e . . R _.-__‘. _.‘"\.‘: St T
’:. R : -] o < . ' - T _‘A. . o ‘- . I '; - “
A 2 §:~ 20 | admitted into- evidence.) - * :
14 5 = x - . . . . N -
£ o, 21| - - MR. PORTER:- I believe we will take-
18- g ds bout ten mi
4. . 8 33 22| for ‘about -ten minutes.
I DR Z .% a3 o (Wnereupon a recess was. taken.)
% T 5 2z f o R T - * LR T - S
. . = - PR . e L ek Lo s .
T 5 ey ’ ’
5 TP w g«
P ;ir.,—a.-,....‘,‘ wo N,
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o PAGE 96 |

'Q§§7?w31ch 1ncludeq tne South Carlsnad area, I presume’
A Yes, sir.- .51” T "7‘>‘ R ii"‘_fT{ff' ‘giiiﬁf
Q Wlll you give us your educatlonal background’ a

= )

{(Hearing resumes.)

“R. PORTER: The hearing will come to order.
At this time, the Commission will recognize the attérngy
for Cities Service,

MR. LeBLANC: I am Robert LeBlanc, representing
Cities Service bil Company. Ur. Fincher Neaifand;l'are
appeafing tégéther in this Cause. I have tﬁo Qiﬁﬁeése#
to be swérnr |

E. E. TAYLOR,

‘was called as a witness and after being duly sworn according

to law, testified as follows:

DIRECT EXAMINATION

BY MR. LeBLANC

Q Would you state. your name, please?
A My name is E. E. Tayloriandil work for Cities Service

Oil Company and I live.iﬁ Midland, Texas.

L

Afé; I have a degree in gnology from O U.

2 AR PORTER. Is that OAlahoma Unlver51ty°

:THB“WITNESS: Yes;k51r, it is:"
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| Q: . Have .you-testified before -this Commission.on-

o) (By ¥r. LeBlanc) Will you give us your experiance
in the field of geology?

A I yraduated in 1950 and ﬁent to work for Cities
Service ;n 1950, T spent five yzars as a geologist
in fieldjpperations in Kansas.

I “then merd into our home office in Bartlesville,
;Okléhéma;‘ For a period of approximately nine months,
ﬂ:i wasudn tﬁe staff tilere and was transferred then to ;

 JEidland, Texas. i}
In 1958, I was sent to Canada for six months
and came back to Midland in 1962 by way of Algiers‘
and Italy. I have been in Midlandiever'since, for
the past ten years.

Q© - And you have been involved in the geology of the

South Carlsbad a:éa for the last ten yeérs ~- or the

area of theé State of Wew Mexico For the past ten

Yes; siri - - T S i-,f_

Ta

" occasions as a geologist?

A_; 5Twice pfeviously;’ o ﬁi; o .
0 ”‘Haﬁé,ybﬁ?ﬁ&de a geological Stﬁdgfdf'thé*QOrfow‘£ ,—

formation-in’ the South Larlsbad.area? ~.- .. & .

- o 3 T . *.
. PO ¥ ..

interject at tnis ..’

£
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1) ooint that Cities Service 0Ll Company is interssted ia
2 the.ﬁofrow formation only, we will not present any
3 teéﬁimony with reference to the Strawn.
4 d S (Bj r. LeBlanc) ﬁave certain Exhibits been prevaread
‘5 — under your supervision which you intend to discuss
6 today?
71A L ?es; sirr
3 .HR.'LéBLANC: May we have the first of these
9 Exhibits marked?
10 (Marked Cities Services' Hxhibit 1.)
11 ]9 (By Mr. LeBlanc) Would you identify this Exhibit
12 please, and discuss the data contained therxeon? |
13 (A ‘This is what we‘cail an Index Map of the ‘South Carlsbad
14 field immediately south of the City of Carlsbad. The
15 yellow shadowing‘represents Citieé Serﬁice acreage
16 iﬁ thé'fiéld and in the éurrouhding iiéiﬁity of the
fleld.~
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— -

the Morrow to Zones 5, 6, and 7. By referring to

i‘w. - .ﬁz
e

oA

2 Cities Service Well in Section 32 of 22 South, 27

1
Ay

3 Bast, you will note there are three lines around

this well.

id
NEHE
£-9

s 5 oo . 1If you just go around the clock, so to speak,
= J g &

!

i

'f;Zonend_is located at 9:00 o'clock, Zone 5 at 6:00

G

— - . clock. . X
] g; 8|Q . Going back down to the lagend in the lower left-hand
. a0 9| - . corner of §6ur mao, the/trianéle represents a Morrow
: —
: = 10 | - _producer.
;3 = 1A Yes, sir. _ ) _ o
pg. 1210 And does the circle reoresent a Strawn producer?
i" 13|A  Yes, it does. Inadvertently, I didn't check, and
14 there are two missing circles, namely the Antweil
15 | Number 1 Little Jewel and the Antweil MNumber 1 Allen.

oV
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h
or
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fell
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w

ersight omitting the

i

: T8 AT UYes, isir.ll o o B T 2

s

Q'+ And the remainder of tﬁé;iegendfféfgxs;fbighéfMorfbéii

T, .

“is that-correct? -

"

ol SR L
i e
s e
B Voo
BN '

21 A.=jf¥es,'§ir;;frbm Zone 7 down through Zone:4

e ':Servicejdpefateé:ﬁour.weils located in fﬁerébﬁthwesF "ﬂ

<

éuédf&h£<6fffoﬁﬁ§hip_§§f§6utb}?é7féas£¢,
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o

A -

Number 2 marked° ‘{-?Cf-ia-ﬁ ﬁJL;1 7;‘;,f;<

0 Arid does not Cities Service own also an interest in
a fifth itlorrow producar?
A .Yes, they have-a thirteen percent‘interest”in.the
' Corinne"Grace MNunber 1, Cit? of Carlsbad in Seetion
f:f? 25, ﬁhiéh'is also a Mqrrowiprodﬁeer. )
iQi;etégﬁigqfﬁéve anything else to say- about ghis Exhibit?

V“The;e is one other thing;¥yOu will note there is-a
'7¢¥d§ELSection in the northern bant of A, A prime
.and also in the southern part of £ﬁe field, B; B!
prime.

Both cross sections are cutting across the
narrow dimension of the field.
And those are lines of the crOSS-section information
which you will present later?

:Yes, sir.

Aﬁything'else?

»;‘No 'sir; I would just llﬂe to comment on one of the i

G e EEN _4., - _,._

'It’Was to*showﬁwe*do

fleld and that E wny we made_tnls map (1ndlcat1ng)

g i — Tt e PN A . -
I VP & . ” WA A "

MR;.LeBLANC;- Way we nave Cltles Serv1ce Ethblt

) R e w i e
s .

- - - »
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_ 1 Q (By Mr., LeBlanc): Will you identify Exhibit 2,
3 2 please,
jg‘ ' 31 a Exhibit 2 is merely the tyve log we chose for the
= ; 4 ~ Cities Service Stracbein 1., If you will open up the
g .if 5 log you will note the Morrow pick that we used was
43 =2 6 V:'at 11,185 and as I mentioned previously these various
- - 7 - zones were just arbitrarily used in here to break
) as ‘ R o :
: ] : é 8 -~ .~this "into four divisions in the Morrow.

_ . e
_3 ‘ 2;? 9 In all of this there is an average of 600
% == ) . :
f = 10 . feet of Morrow section in the South Carlsbad area.
i} = 1n{Q ‘Would you say the use of these zones are similar
. 8. 12 to the use of markers?
j z 2 - ,

> o - . :

L I 13| A -Yes, they are for correlation purposes.
LT » % . - o . : N
*i' § e 14| 0Q In your opinion, is this log representative of the
[ [
; I 23 _—
- - gSAls Morrow formation in this particular field?
T z = -
B g gu | :
£ E e 4.2 ~ Yes,; sir.-
: : aﬁ AW Y Sy S .
k3% LT - .
fg : ¥ 33 17{ Q.. Do you have anything else? _
Y - u *0 L
P §-g§‘13 A - I would just 11ke to- poxnt out one thlng, 1f you w111
5 . - 3 =0
K 5239l that you encounter in the
a £ 2% 29 | loo‘ung at, these Formatlons
.. ‘a0 . e NFL ew .
4 3 3°
3 L E ooz
5 IR S da.
83
. ESzZ
g g R
. N
A %ﬁf
L 5 e
glgu 5 8w’

[N
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19

Q

A

1 =

PR

identification.)
{(By Mr. LeBlanc) Would vou identify this Exhibit
" and describe the data contained therein?
Exhibit Number 3 is a structure map contoured to the
top of the Morrow with a 100 foot contour interval
and it shows the South Carlsbad Morrow field as a
‘hortheast by southeast structure, it is probably

" four and one-=nalf to f£five miles long and approximately

two miles across and at the present time the -

productive limits of therfield have not been determined.
You Will’note in the northeastern portion of

Township 23 South, Range 26 East, and also the

southzzj::rn portion of Township 22, 26 East, there

is a mine or a fault running between the Pennzoil-

GulfﬂFederal and.the Superior Number 1 state.

!

Thls.ls minimal and is on the nexghborhood of

100 to 125 feet and doesn t affect or 1nterrupt the

fMorrow formatxon.,f TRl

zIs that the general area where the flrst wltness thls o

}*§f°mornxng,'Mr.”stamets presented a dlfferent geologlcal

1nterpretat10n°_;i

Yes, I recall he went from the nortnwest back to the

”'southeast 1n order to pLCk up the Gulf Number l and

‘thefPenn2011 Federal whxch lS thorough]y acceptable
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Q

A

4 and 5 at tha same time.

QA_

s’ﬁago: the 1nd1v1dual well.;;

- (By Mr. LeBlanc) Would you please identify and
‘describe Exhibit Number 4?

.Exhibit Number 4 is a cross;section, principally-

- runs from west to east. The first well on the left

~we have in the Morrow. The red shaaing on each of

J';;Spencer Numner 1 and thxs well is perforated at two

’llntervals w1th a calculated open flow of 19 2 mllllon *“t'5

:onfthlevwell.: The thlrd and last well ls CLtles

ﬁiseriEéwNuﬁbe* 1- s and was perforated in three:

Do you have anything else?

I have no other comments on this map.

MR, LeBLANC: I suggest that we mark Exhibits

(Marked Cities Service Exhibits 4 and 5 for

identification.)

the northern cross section shown on Exhibit 1 which

side is the Corinne-Grace Number 1 City of Carlsbad.
This cross section simply shows the top of the:

Morrow and our designation of the various zones that .

the electrlc logs represent the perforated 1nterval

The next well to the west is Cltles Serv1ce Ul

v

L 4’ '_,.
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17 |

'ﬂfi_havé ho other Exhibits.

,_ §i.any§gbnc1usipngin reférence_tO;the“ggolqu»in,thisu3

intervals with a calculated open flow of 4.9 million.
Would you now go to Exhibit 5 which should represent
the c¢ross section of B, B'?

This is the southern cross section shown on Exhibit
Number 1 running from west to east showing the same
information as was discussed on the previous cross
section.

_in this cross section the well on the left is
the Corinne-Grace Humble Grace Number 1 and iﬁ is
perf0tatéd in one interval and.the calculated‘oééﬁ
flow is 33.2 million. |

The next wéll is the Pennzoil-United Gﬁlf
Federal Number 1 and it was also perforated in one
interval and the calculated open flow was 12.7 miliion¢

The last well is the Morris-~Antweil Number 1 -

Missouri-New Mexico Land Company Number ). and it was

~

;.pefforated.atwbne,interval and the caldulatédfbp;n,:-
flow is 2.4-millioa. - o 2 wiT

“Based -on your'géological,StudieSr have you;arriveq;ivf

field, the Mbtrow?_i"*

- For one thing these cross section show
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A Yes,'SLr.

are dealing with -- we are not deaiing with a simple
homogeneous formatioh, but we are rather dealing with
5600 feet of Morrow and it is very difficult, if not
impossible to determine the Morrow members.

Also, as determiped from the electric logs,
yisual examination of the wells, cuttings and
sedimentation, i;‘would be very difficult to determine
the exact petffeef of pay forzan individua;‘weil
especially when you try to protect that net feet
of pay ovér a 320 acre productive unit.fwff

0 TO paraphrase?§our opiﬁipn, and correct me if I a@-
wrong, you caﬁnot predict from locatipnj§9 location
what part of the Morrbw formation will be pfoductive

~nor how thick the‘productive interval will be until
you drill it and perforate it; is that’COrregt?

A/ In essence, ‘that is correct: f” - “ 45.;_,;‘71"

Eblntervals, that you cannot predlct the.productLVLty

~- e e 1

B

i.untll there is perforatxon’

Q .. You have not presented an'isopach; a-net pay iéoéach;_

;ﬂ:;ould*ydu:téil.us-why not?x
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of the recoverable reservea. Therefore,I didn't
prepare an isopach.
Q- Would you say that as many geologists who prepare
isopachs you would have as many different interoretations
'Qf the isopachs as there are geologists?
A_£ .Qé¥y,iike1y.
;=4'“}.$MR;'LeBLANC: That's all we have of this witness,

e

Mr. Porter..

- ... . 'MR. PORTER: The witness is available for cross

examination.,

CROSS-EXAMINATION

BY ‘MR. KELLAHIN:

1Q' - On your cross section and on your contour map you

"show a fault, what is the basis of that fault? How

did you determine there is one there? -

A Iididnﬂt see it cut in that particulaf well;:itlwas

;Smely because ~--could X open\up‘theﬂmépiﬁére?1?LAQ."

13 from the southeast and, for 1nstance,=on the L ET

kCorlnne-Grace Number R the Morrow 15 6 052 and

~ - E =

,mov1ng dlrectly southeast.‘ The next well ‘is the .-f;>.7

ESuperxor and the Morrow 1s approxzmately 100 feet
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Q But you have no evidence of a fault having been cut
by the well? '

A I didn't see it in the well.

.Q' Or any well?

A No, sir.

Q - On your Exhibit; I didn't get the number but I believe
o it is Exhibit 5, in your B, B' cross section you cross
-~two weli;locations; what was the reason for that?

& . No real reason, I just didn’t Qant to make the cfoss
\sectiOn too wide.

Q It would have some significance if you show the fault

in between these wells; would it not?

A _  Not really.

Q Now, ybu omitted the Antweil-Missouri well in Section

6 and you skipped two intervening wells and got over

“to the Pennzoil~-Guif Federal.
- ... One-of ‘the main reasons I skipped'thoseftwo;wells;»?

En

;:fﬁﬁt%fﬁgy;are alsb 1d§§éﬁiin,thélﬁoriow?i
:ﬁf;A;Ies;i_;f3;~-‘« R SRR TURTE (N T P
_Qm:ifAh& ydﬁ»are~ﬁsing logs so there is no«reééén-thét-“u"

. information would not be available? -

‘There was no-ulterior motive.

s ei .

PR
s

3;f§mﬁjh§§f£r}ihg‘toffiﬁgfdpfjiffyou»hnga;?gés
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not using them.

5, "O ' \"in ; .‘
4 [
s

¥
=4

1 think the first answer I gave was my reason, to just

r

s

S 3 keep it down to size.

2 £ 128
]
E-S
@]

But the Commigsion has used them on their interpretationg;

have they not?

bicad

v

o

e I3
w

6! A Fox contouring it they did.

,} 7l Q . 'But-in determining the existence of a fault you digd -

} = 8 not?

; = - . . - S
- ;.‘ 9 A I didﬂ't, no. T . e -
'j s 2 . - e .
o = 10/ @ Now, as I understood your testimony, and correct. me
; < e <7 o -
;] - 11 if I am wrong, you said you cannot determine the
: ETY reserves in the pool? - e i

;3] & That's what I said -- I think what 1 said %as that
14 a net pay map, in my opinion, would be useless for -

s that.

8 P O I P [ R, Py S 2

_ 2 ‘ 6" 8] -But -there would ke cther mesans availabhle foxr detexrm lllng
5 [
4 ~ - = -

~.__reserves?

:A“éafi.éﬁépoée there would be if you had sufflcient data¢

»,A,:; P S ) >N

?~ MR. KELLAHIN-i Tha 's all.

L L N gl O T
PR .
‘{, .\i s

»ﬂé;- CROSS-EXAMINATION 5 o tenso

o | BY MRS OSTAMETS: - o T

. Qii,%bidlyou'detetmine,any-patternvto the<prdducing“zqne’;‘

23

209 SiMMS BLDG,» P.0. BOX 1092 ¢PHONE 243*06010AL5UQUlERQUE. NEW MEX!CO 8703

. FIRST NATIQNAL BANK BLODG, EAST QA!-BUQUERQUE. NEW MEXICO 87_]08
—
O

'A~ o Not really, but the only thlng I notlced 1s'the’zpne ol
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733-9
= e 1 predominant than the other zones. |
|
a. 21 0 If the fault that you have drawn in there is
r-‘ . C"“
- ? 3 actually there do you feel this would allow gas to
*j . 4 migrate between the various Morrow zones in- the
3 - 5 - vicinity of that fault?
. oo 6/ A Yes. -
j :: 7| Q@ - what about if this is some rather sharp dxop rather
J ‘as 8 than a fault; do YOu feel there could be fracturing
=
- ié? 9 of the ‘formation. in the partlcular area and would you
A EE 10 _~allow the 1nterconnect1ng of zones 1n the Morrow? i
i - o 'i - -
: = 11| A Yes,,sir.
in' § - 1z.ﬁ _ MR STAMETS:‘ That's all the guestions I have.
¢ 20 13 ) CROSS-EXAMINATION
5 voe : ) i
i > % : :
$ 3. 44| BY MR. SPANN:
é 4 b} 5 E - ’ - ’ )
] 2 Zo : - ; L . - - . ..
§ g gg 15( Q Is it your testimbnyfthat you cannot determlne’lf
; ¥ §'§§.16 - fthere is communxcatlon between thg ‘wells producxng
i ¥ oiY qm ”3from the Morrow° S i
Ljd :‘, L - . : Ea - oo o L -
= “w aZ - - Sk
: -k 3§<18 ;I don t belleve I sald:that. Actually what I sa1d waQ";[uk
s} L B ug_i.,‘,
N i
by Faw
. & qu
it £ -l 3. 20
E v ¥ o3 )
i £ oy A
3 ) a s1 22
: : £ 0z o
K s 22 -
£ o3 ED )
> . [¥] " -
iy FEEw e LA
o ' : 3don't thlnk you can determlne that e“actly.

“ .zwi‘: o

P el
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o
o

1 MR. SPANN: That's all.

CROSS~EXAMINATION

N

3| BY MR. STAMETS:

&‘ s *J"
-

Q Do geologists agree where the top of the Morrow

is found?

L
!
'
i
wn

™
;3L

6] A -~ Well, within certain bounds, but not exactly.

N\
7

LA 'MR.- STAMETS: That's all.
8! ..~ MR, PORTER: Are tbere any further questions
of -this witness? |

0] (No response.)

dearnley-meier 1

11 ; . MR. PORTER: If not, the witness may be

12 | excused,

13 | {(Witness excused.)

o

14

P A L § A Ay A T s s L

15 - | . E. F. MOTTER,

N T b

i6 | was called as a witness and after being duly sworn according

17 to?law,wtestified_as follows:. ..

8|0 - .77 DIRECT.EXAMINATION. o r

enimre s o R A L SN

RO ¥

R i

W

f20'"fo;?Would;y6u giVe.ﬁs}yeurf ane , éddresé‘andeédﬂﬁatioﬁ?j'-"
21| A~ -E. F. MOtter, Midland, Texas. I am Regional Engineer . [ -

R N B

22 ZH'L;Of £he Soufheweéfern Region for Cities Sé:ﬁiée oi1l LR

23| ¥~ - _Company,: which ‘encompasses West Texas, New Mexico,. . : -

ittt el
it
"..‘ .u“

. . .
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A Yes, sir. I have a degree in Mechanical Engineering»h
from Kansas State University and ih addition I have
done graduate work at Southwestezn lLouisiana Cniversity
in Petroleum Engineexing.

Q What has been your work experience since y;u obtained
yéﬁr‘degree?

A I h§ve\peen with Cities Service for twenty;two yeafs.
I.began in Kansas and for the last eleven years i

" have been here in Hobbs.
I di& spend five years in Midland, but Hobbs was

. still under my supervision.

Q Have you testified befeore this Commission on prior L
occasions?
A Yes, many times. I believe fifteen years. ago was the

first time.
Q Now, gettzng to thls partlcular fleld, have you e

'studled the South FarlQbad Morrow formatlon 1n an

}iattemnt to determlne what would be a pxoper

o e,

allocatxon formula’

hYes., In preparatlon for thls Hearlng I loqked at

’several factors whlch normally are conszdezed 1n

T . 4,,11.

:n‘the proratlonlng of a gas- fleld -  ? _i;73'f  R

I would llke.to anumerate somp of these.:f
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1 and sometimes a combination'of these are used.

2 Due to tne complexity of the reservoir that-

3 previous witnesses have testified to, I disregqgarded

4 many of these factors becauvse they are based on

[ interpretation and you must have a gre#ﬁldealléf

6  .§onfidence in some of these interpretations.

7 So basically, I confined my reyieW'féiépeﬁ

8 flows,'or as Mr., Utz used earlier; delivegability.

9| Q Do you have any comments WLth reqard to- thejfactorq

10 you have conbldered° ' -

15| A Yes, I would first like- to look at. the open f£lows

12 from the South Carlsbad Pool. R -“wwmm.i'

13 I prepared Exhibit 6 and I believe thése

14 are open flows which»wefé filed‘wi£hvﬁhc Néw Mexico

15 | 0il Commission, \

16 Q Before gettlng ‘into tnath;;vlf you don'! t’mlnd T w uld_
'l;-- h'prefer to go througn the.Open flows on- Xhlblt 6
18 fﬁif. s (Marked Cities qervxcelExhlblt 6 for 1dent1f1cat;$n Y |
%3;':A: ;1cont1nu1ng) .Exhlblt 6>C0m;5 f?om the Mofrow wells e

26_ .;f:icompleted in the South Cafisbad Pool and.g§}sils the -
‘21 _latest data we had avallable up through Aégxl lst.v. |

92 Thls data was taken from New Mex;co Oxl Comm1551§h ; 
‘23_:: ;“;feﬁords. ' On . tne left~hand 51de we 1dent1f1ed operator,_i
-;g; »: 1:the well, and the well 1ocatlon.:> | __4,;Hf‘ | A

Py e oh e i oA P IR e AP P I LS 1)
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2
j- 3
X 4

'-1\to ll 168 to ll 190 Agazn,

1 iﬁiMCF and the Grace-Humble had a calculated open flow

. «‘,‘E.: 6
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is calculated on open flow: I would like to point
out a couple of what I feel are irreqularities in
some of the wells.in open flow.

The first two I would like to compare are the

Antweil Mumber 1 Little Jewel and the Antweil-Allen.
These are both located in Section 31 and arxe
appro#imetely 1,300 feet apart. The Little Jewel
ieuperforated at-11,44) to 11,468; the Allen is
perforated to 11,440 to 11,463,

l woulo.ee;ume they are in the‘same zone in
the Morrow and ‘the celculated open flow on the Little
765 miliion. ‘Tﬁé"d@én’flOwloﬁ'£he
Antweil;Allen was 3,494 MCF.

Before maklng the comparison I would like to -

Gradonocs

direct your attention to the Corrine-Grace, I have
trouble pronounclnq thlS name. and the HumbleaGrace.e

‘which are both located in Sectlon 2, 23 South 26 East.

:-»}_f' The Corlnne-Grare Guadanaco ‘was. perforated at

..\»_ b ..-_,f

I_consxder these wells;‘;:

| are probably 1n the sand dej ln the Morrow zone.qﬁ

R Axl e P

The Guadanaco had a calculated open flow of 7 543

.

33 239 Mcr.e;,
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r-‘
K

" Service Stracbein Number 1 on Exhibit 6

A1l right.

llbﬁ”JanuaryA29th,'immediately following the-connéétiob'“ 

two wells, in each case apprxoximately 1,300 feet
apart, in your opinion jis it reasonable to believe
that the deliverabilily is indicative of the
recoverable reserves underlying the particular .320
acre tract? |

Not necessarily. In this particular case the open
fléw is nearly four-fold times the othef, bhut we‘dq;x
ﬁave second flows and theare are_certain‘problems iﬂAw+
the Morrow sand which I plan to<getFint9 in,the ﬁex;‘
Exhibit, | -

However, before I leave the p;gsen£ ﬁxhibi£, I
ke to call your attention féisevé:al otgéfff; 
wells and if you refer toicities Service'StrACbeing-
this well in the original completion haé'an'open
flow of 5,025 MCF -~ |

Excuse me, you may be™with ‘the Commission, but you

B S B

have lost me. Are ydu’ieférrihg to a different Exhibit?
No, I am still. referring to Exhibit-6,4theiéities:?€

ERTOR

I will now go on down to the Cities Service'Me:lin‘

- -Number 1 which on October 1, 1971, we coﬁpleted'and

the open flow was 2,066 MCF.

On January 6th the open flow ﬁas*7,6§0 MCF”and”?a

S e U RSN A o S RS,
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wells.range from approximataelwv one m

~ “an several other fac¢tars.,™ - °°

with the Transmission Company on Januar§ 29th, we
ran another open flow and obtained a test of 3,049
MCF.

The Texas 0Oil and Gas Pan American State
on completion in October of 1970, had an open flow
of 1,973 MCF and following connection with the
TranSmis#ion Compaﬁy the,openfflow wag indicated at

502 MCF."

I think that points out some changes that can
occur in the open flow or deliverability.

Does this illustrate that the deliverabiliﬁy of the

-

thirty~three million?
Correct, in the South Carlsbad Pool. I might comment,

not on this particular Exhibit; but on open flows

in'general, They are always dependent‘in some way

I TR L it

llion to approximatel
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1 Number 1, turbulent flow on the high rate;

——————am e e s ey

2 Numper 2, flow on the low rate; and Number 3, fluid

RN

SN 3 production, varying amounts of Fluids.

[N

b 4/ Q . Does the manner in which the open flow tests are

< rmm—e ey -

o 5| conducted affect the result?

P 6l A . Yes, it does in most cases.

4

bl B e

b 710 51Do§s well stimulation affect deliverability?

-Meler
g

"~ Yes. I would like to vpoint out this and I believe

" it is on Exhibit Number 7.
9 . S

(2

MR. LeBLANC: Can we have this marked?.

dearnley

11 (ltarked Cities Service Exhibit Number 7 for

]

13192 (By Mr. LeBlanc) Would you icdentify and describe
14 Exhibit Humber 7?2

15 A Yes. Exhibit Number 7 is the result of studying

n
g
Q

Q
Pt
Ul
"

16 ' stimulation effects on Morrow Ga in southeastern

7l _iVew<Meiico.

T

Vi

4

18

-

N . ~

ZThis -result came from-

‘South Carlsbad.area,

19

NP

= - e PR . Lote

ive stimulations:of Morrow-:

20 |- - fééﬁegfifﬁf?pbgse§éhty«f

51| - Wells and we have made ra

R S

A et -
" »%.-Jul‘\' %w. L
! v e

R

e

L -7 N e eai

22 ' by no means were selected purposely to show-one thing -

SPECIALIZING IN) DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
200 SIMMS BLDG.a P,0. BOX (0928 PHONE 243-869) s ALBUQUERQUE. NEW MEXICO 87103

FIRSY NATIONAL BANK BLDG. EAST'ALBUQUERQUE. NEW MEXICO 87108

23| CRFANGEROR L e LT el g e
24 o ENCE In;fac§; 12Fhink;i£.Lou wiil follow.thrqugﬁqtbe::ff;?;ﬂ‘

““irest of my testimony, this:shows .stimulation both::
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I notice at the far laft-hand column, it merely refers

to wel;s A, B, and C, are these actual wells in
existence?

Yas, we purposely identified them as A, B, and C.
‘; do-have the names of those wells.

“ The first column tells us where the well ié
fsuﬁd and the next column shows the approximate

oroducing depth. The next column is the drill stem

test conducted prior to running the casing.

The next column is the initial production following

the running of the casing. The next column is the

stimulation,

The next column is the production after stimulation

in MCF per day and the last column, naturally, is

T e e — e ‘- - = 2. —

© Cthe ramarx 3ection.

:gtheéevguccessful if they;gan_bringupfodﬁéﬁféh’5a¢k G

Wéllé;lifﬁéVéilistéd_théré.éredéémg‘thét}§fobébiy;ﬁ§

* “considered successful. -

 For instance, in ﬁell'c,fthé'drill‘sfém“tesf

-+fﬂ¥;w§§_3,300 MCF. In Well G, the-dtiliiétem‘?gst QaS»“:

-was

to the drill stem -test “production. - Out-of these LR

- T e

”uéfoductioh-was 1,790 MCF, following stimuléﬁioh;:ip_

=~ :-One - comment, most service companies. coasider | .

e -

MCF and production following stimulation
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shundred thousand, wnlle Well B‘was four mxlllon-four R

23

9,200 MCF.

Well H produced 3,750 MCF in the drill stem test
production and after stimulation, 4,800 MCFr, wWell J
on the drill stem test —- the drill stem test was

actually too small to measure and following stimulation

~ it was 1,209 MCFr.

. Well M produced 3,000 MCF on the drill stem test

iapd 5,234>following stimulation,

I would also like to direct. your attention to
.Eﬁevfact that éohétimes open flow -- excuse he, drill
stem test data do not always réépona-in'tﬁe same
manner. ; , - ' A, i

The first one I qall your éttentionnt; is Well
B,.let's compare Well B with Well H. Those two wells
on the drill stem tests both showed over three million,

Well B after stlmulatlon was only one: m:lllon two"

~hundred thousand

A e T

.51x mllllon.\ The open_ flow follow1ng stlﬁulatlon was - BT

down to -one- mllllon one hundred twenty Lhousang aqdf ~ e

then Well G lmoroved to nine mllllon two hundred
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3ﬁ,twenty%six thousand.

Now, as far as commenting on these wells, and

now the open flows changed, I would like to call

YOur atténtion to Well D. %his well following

~stimulation had a calculated open flow of five million

§Ewahuhdred fifty-thousand. After producing for

forty flve days, another open flow was taken and the
well was thcn ‘thirteen million three hun&red

-y

If in Well H, although I don't have the open

flows, I do have the rate this well produced after

stimulation, this was four point eight million. MNinety
days later it produczd at a rate of nine point eight
million.

Well K at the end of stimulation was- three million

eight hundred sixty-four thousand and after six months

6]

17

R et T vl

-tthe w1de‘éffects of stlmulatlon to open flows and how;
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:,-efgtheLQell,;butf@oéslhot{gecessénily?:ejéteﬁte5 g
'_Yes, I would that waS«S true statement.

‘to thls field, ~do you have a recomnendatlon for a
'fproper allocatxon formula for the Morrow f1e1d°’wi§
As I mentloned earller,~1 ruled out nearly all but3

';acreage and dellverablllty, or open flows.,fAsv

they can cause a change, esvecially during a period

of time,

Basad on vour studies of deliverability, have you

drawn any conclusions as to the use of deliverability
in allocating proration?

Yes. Although in general calculated open flows are

good indicators of well production, we look at this

type of data, I think, to maintain an equitable

positien.

Pool tests would have to be run regularly, maybe.
every eighty of ninety days, and I wouid feel that
this would be quite a burden on ﬁhe Commieeionvand’
quite a burden on the operators who ere running these
teets this often.

Is it correct that deliverability in itself indicates

productivity of the well, or the producing capacity

1f'recoveral':u.l*,1:1 of reserves’ e ‘g}&§~i L g,j

5 Sa

| 5result pf this, I hope that you can See-m§‘fé60mﬁeﬁdationmf'
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PER

Alnformatlon that nas taken from tne Gas Proratlon

tO us.

as straiéﬁt”acreaqe or oné hundred »ercent acreage
would be somewhak more of an equitable means of
allocation in this field.

Considering all of the information available, and
eQen the lack of information available, is it vour.
opinion insofar as is »racticable, that surface
acreage allocation would be indicative of the
recoverable reserves underlying the three hundred
twenty acre units?

I think it is one of the best factors we have available

Do you have another Exhibit?
Yes.
MR. LeBLANC: May we have this marked?

(larked Cities Service Exhibit 8 for identification.)

{By »r. LeBlanc) Would you identify Exhibit 8,

e

that the data on thlS partlcular Exh

-~ --/,.a..«-

1t camenfrom

it

a-,-

’-t' -
e

Letter of tne State of- New %exlco for Lhe month of
.,R:___*‘113> T : -

Aprll 1972




1

e

(X2

-MBIer 1&{

3y

3 M

dearnley

SPECIALIZING IN1 DEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
209 5iMMS BLDG.¢ P.0, BOX 10920 PHONE z4s-oeo|-A:ﬁFab,c|uanus. NEW MEXICO 87103

FIRST NATIONAL BANK BLDG. EAST s ALBUQUERQU

10
11

12
13
14

15

EW MEXKICO 87108

. Pace 122

16 1

I beliave therxe was som2 testimony earlisr tihis

morning that there were fifteen pools in southeastern

Mew Mexico wnhich were nrorated on an acreage basis --

-Excuse me, mayce we can introduce this last Exhibit?

(Marked Cities Service Exhibit 9 for identification.)
(Continuing) basically, Exhibit 8 portrays the

southeastern New Mexico oil and gas pools, We have

shaded in red the South Carlsbad Pool which is the

subject of this hearing.

We have also over-lapped through transparency

thirteen of the fifteen prorated gas pools in

southeastern MNew ilexico.

I might comment that there are two that are not

on this Exhibit and are on our Exhibit 9. These are

~in Roosevelt County and due to the fact I would have

- to make the Exhibit two feet 1¢nger; I left them off,

all llsted on Exhlblt 9 tnough.:"

- = e ,_'— <
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‘BY ‘MR, STEVENS® . = SR P e

A.;’ Yeé,’that is éorréct,';l think:Ouriattbfnéybéiéﬁéd!i"l

e that at the outset. - R ;V,;;t;:*'i‘gf

in erffact.

If you will taks a look at the two pools to the
north in Roosevalt County, or uover Lea County --
ninety-nine point si: vnercent of the wells are
prorated for gas in southeastern Hew Mexico on a
straight acrecage basis.

Q .. You are not suggesting by any means that just because
“thié wéé done in the past, it would be approvpriate
here; are- you?

A.  Yo.

Q . Are you suggesting that what is propdsed today is
not uniqgque, however?_ |

A . It is nét unique, that's what I wanted to show. .

MR, PORTER: You might ask the witness what

happened to the one pool we prorated on.a differeﬁt basis,

THE WITMNESS: I believe I have been through this,

Does_anyone -have any questions of . -

CROSS-EXAMINATION -

:Q'i;TY6ﬁ£‘COnsiderat;on of the proratibn’féctpféAQasllimited

_solely to the Morrow-fofmation?»ﬁv’

v e -
v 7 < RO -
e
. ) 3 % 3 % E
Z i 35 A,
; Fapn il Rl pe
: %
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BY

CROSS-EXAMINATION

MR, RELLAHIM

Q

A3 1 gather from your testimony, you didn't feel
thqt deliverability has any direct relationship to
recoverable reserves?

In the Morrow formation, I feel it is not a xeliable
factor whatsoever.

Sq you rejected it as a measure?

Yes, I would think I would have to do that.

The only thing you‘have left, éccording to your
testimony, is acreage?

Yes.

Bacause you can measure it?

Right. : ' : -

Will acreage give you an accurate measure, evan a

_-reasonablywaccurate measure, of.the reserves underlying

I don t belleve we have 1nformat10n for use~ 1t 1s et

s ,\:.__ s

’.very dlfflcult to 1nterpxet thls from e)ectrlc logs, .

-, T ‘4» <“- -

:}whether you vave pay or not untll you actually have ‘3}-*'1;

= B , b

fperforatlon to know whether that zone is productlve.

- - N S “k--\'

Litfmxgh* 1ook good on’ the log, but 1t nlght_not 'L FS

_“produce one MCF .-
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- 11 0 Thas2 have all »e2an proratad?

21 A dot in all zones.

I am talking about one Lore. If the well bore is
AR 4 opven and producing in the zone, the well: is oroducing?

1% 5 '

5 oz S| A Yes.

From the logs, you can interpret the productivity

Lt
(=)
0

7! 4,'6f that zone?

‘-No{: from the log, you can't predict productivity..

-meler
fo=3

_- == 910 You can't pick any net feet from a log, net productivity
] — feet from ?
; | SNY . .
. = 10 ee rom a log?.
] = 11 {A  You could predict net feet, but you can't predict
,J §_ 12 - productivity, this wéuld have to be measured on the
S &
Lo >
- 3 13 -surface.
[ > : '
F Y & , . ‘ »
‘ ] § s 140 Isn't net feet a measure of the reserve of the well?
2T g z5 .
- s% 151A It is usually an indicator.
3 ax , _
fé, % 16| Q- ~- It 3-5.',9"9' dl:cjectly used »,ln allo__c‘_a‘t_lqg:tgrg_dt_l'ctj.‘on_; in’
_: . Hz» - . . 5 . E R .- S - -
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)

0

iy

well, I will go along and abide by the Commission.

5a3is5 of ororationing. Let me put it this

(Y

required by law to allocate
individual operators in an equitable

fasaicn giving consideration to the correlative rights

(RSO §

ators which means they must be afforded

smoortunity to produce their just and equitable

the oil and gas underlving their tract of

now, 1is the acreage method a good way to accomplish
thig?
It is as good a factor as we have available to us.

You wouldn't accept any other Ffactors?

I mean as an engineer?
(lio response.)

MR. KELLAHIN: That's all I have.

CROSS LXANIVA“ION

"I don t belxeve I saxd that. The other factors are

Ur. Notter,_just because tnls is- tne on]y factor that

you. feel 15 avallanle under the c1rcumstances, that

doesn t- mean anythlng 1nsofar as protectlng corr°1at1ve

-

rlghts or furnlshlng a partlcular operator the rlght

to orotect hlS fair share of tne gas-iis it? . '>:{;>

value.on*the
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- . 1 interpretation of these and therefore I fesel acreage

2 is as good a way as we have available to us.

5 3lo Is it good enough to propexly comply with the

,.....,
4

¢ 4 . statutory requirements that are necessary before you

e v

5 . prorate a field?

6|a"- In my estimation; it will until we have further

7 © “ geological data.

-Meler

- Then you must mean it is a fair indication of the

9 " - reserves under a given tract and I thought I understood

10 - from YOui answer to Mr. Xellahin's question that you

dearnley

i1  didn‘t believe it was.

]- 12 [ A These wells have been drilled on three hundred twenty
g ﬁ“: 13 "~ acre spacing and I believe the assumption has been

14 made, at least with the Commission, of the productivity

15| . under the three hundred twenty acres-..

ehatiis-the  rule-for- statewide spacing.

w0

; ‘ﬁﬁttthét:ddesnfEﬁcoiré$§dnd:wifhﬁanyfgééiogléALH

;
N

" information- as to a single formation; does:it

RSN ST TR
" B Lo
. Cor R

. - "iNot until.a-well is drilled.

;ShRféSﬁANN:f;I ha§é}bothiﬁgwfuiﬁher: >f,117'jti o

B MR;5?OR&ER::fDoeéféﬁyoné-eiééiha@eféﬂyfqueéﬁibné?
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CROSS-EXAMINATION

BY MR, STAMETS

S

Q Mr, Motter, referring to your Ixhibit Mumber 7, I
believe you show that most of the wells hava less
potential on completion than they had on. the drili
sﬁem‘tests; Can you give us your opinion as to why

that is true?

‘A . ‘We agree that the Morrow is susceptible to contamination

by drilling f£luids along the formation -~ by the
,formatibn being exposed to drilling'fluids; there is
probably more blocking and we have to permit"gaé'fidw;;.

into the well bore.

Do the Cities Service Wells in the Morrow produce

water?

~Yes, in a small amount. : ;

“ “‘cormences to flow to the well bore? .-

3<fadur Qé;lsfwili;pi6ddde‘énYWheté*fromfoﬁéﬁt@ﬁtﬁréef;: ;w* 

. EANCEN T Nwe el

Wf.ibérréisaa;déy;filponﬂffkn6&3ifJQé%ééﬁﬁgéf tfihéEe::"”

se - [ Tr g ar ~ - e A

R
LS4 ..

+ 7 an :tﬁy;to-meésuré what.rate'the«watéf_y qtib

imay be.

MR. STAMETS: That's all. ;
. _.:_\ :». _.;r»- ° ‘_:-;’_:_';‘_:),_>(> o ‘;'4-
MR. PORTER: -Anyone else have.any-questions?. -




CROSS-EXRAMINATION

BY MR. UUTTIR

Yol araid

2 You have testified to the most desirable formation

el

formula for proratlng gas here, do you think it is
necessary or desirable_to prorate this pool at this
time, the Morrow Pool?

I think:-that any time you have more than one purchaser

b Bl e

in a field, it should be vrorated.

-meier r¢

NUTTER: That's all.

\.“. ‘

MR. PORTER: Does anyone have any further questions?

dearnley

(Mo response.)

1

R S
e

MR. PORTER: If not, the witness may be excused,

i

(Witness excused.)
MR. LeBLANC: May I fofmaliy offer in evidence
the Exhibits we have presented today?

MR PORTER. -Would-ybu;give;me;the;numbers of .

WNEW MEXICO 87100

MR LaBLANC- Cities Service Oil Company

l through 9.
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MR. STEVENS: My name is Donald Stevens,
representing Morris Antweil. We dasire to present évidence
as to the reserves in the Strawn Field along with the
statutory directive which states that the Commnission
shduld as Mr. Kellahin pointed oui, inéofar as practicable
a}low eachn property owner to recover a percentage of the
gas undér his tract.

In that connection, we have one witness we -

would like to call.

R. M. WILLIAMS,

was called as a witness and after being duly sworn. according

to law, testified as follows:

DIRECT EXAMINATION.

BY MR. STEVENS

Q - Would you state your name?

‘is%your ioccupation?”

Anﬁehgiﬁéér,with;Morrié;ﬁnﬁweil; D e e T

- N A . e L) .

Q- u;ga&e[QQﬁ'eXamiﬁed»thé-écpth CﬁrisbadfFiéidfg vits ;s

R

-~ €y A 2 T -

“inception? -7 ¢ e S

Aij '¥es;.ifhavéubeen*Wiﬁh gofris Antwéil,sincéztﬁg§git$trj
" ““well was drilled in the field and.I have-béen familiar '

““yith drill completions and production of the wells. -

. tin the fieldﬂl = '-;i<

y had-your qualificati

Q: . Haye you previousl
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1 by the - Commission? B N

2ia ‘Yas, I have.

3o Have you previously outlined vour education and

4 e#pefiencg»for the record?

5la . 1 ;m éhéfaauéte petroleum cngineer, I graduéted from

6 -Pénn Sﬁate -~ Pennsylvania State University in 1953.

7 “éna went to work for the Shell 0il Company here in
8| Hobbs for approximately four years.

9 I was then emoloyed by the wonterley Oll Company
10 »and I worked in - the Fullerton Unit w1Ln thelr offlce
1 in Hobbs; Monterrey_was-pungasedibyﬁHumble ané;l,;
12 " was wifh»Hdmble ﬁﬁen for some six yeéfs. |
13 _f : I have been with Mi7 Antweii-for‘six years; My
14 »ekperieqce has been iﬁ all thsgs"of‘eﬁgiﬁeering, Suti
L -’ﬁa;ticul;rly;rélated:to fésérﬁbir»englneerlng. .', :

E 13»- ‘ MR I"ORTER.“?’I"h;:éy"

;ié&QQ- (By Mr.”Steve;s) 'ﬁ;ve you prepar;agcerualn Exhlblts
,1_;15_

f;inA ers,:I have‘a set of some'ten Exhlblﬁs that have béeﬂ)
n

T4 markéd,irespgq}ixsly,fgr ldentlflcatlon ) i?{;
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Q0

A

marked Exhibit Number 1, would you describe that
Bxhibit for the Commission?
It is simply a location map of the South Carlsbad

The Morrow Wells

Field. in the area are designated

by yellow. the Atoka well is identified by green,
and the STrawn wells are designated by red.

Referring to what has been marked Exhibii Number 2,

_.a structure map, could you explain it for the

‘Commission?

Exh101t Number 2 is our 1nterpretatxon of the .
ﬂWLQ

stracture contour on the too of’ tne Strawn mine.

Would you consider the South Carlsbad field defined

at the present time?

It 'is probably pretty well defined in this reservoir

(indicating). There have been dry holé&s or-
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0 Since this would be a defihed field, would tnis make
it easier to determine the reserves of the field as
opposed to a field that is not yet defined.

A Yeé. If you have a defined field, you will have

rmuch greater success in determining reserwves than

ay you would if you were on an active drilling

program.

-Meier

3 r" . 5
i — 7 N ;‘- ».'_ |

‘Referring. to what has heen marked Exhibit 3, a

o3

. 3:? Q north-south cross section, could you explain that to
. o 10 the Commission?
’; o :
~ QA - L - »
= 11]Aa Yes.,-_xhibit 3 1s a- north south. cross. sectlon. It

&

extcnds from the Pennzoll Mobil:. Federal Well through

2 12
§ 13 all the producing wells in the ‘Strawn Reservoir and :
y : . e B

u - . - . .

I 14 ‘ending at the Cities’Service Well to the north. )

z :

z

On thls cross sectlon, we have lndlcated w1th .

a s

tnefton of the‘étraanl;A

a
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:the Vaiiation‘of the amount of porosity inVWhai you: .
"I think as you compare thé.individuaiuﬁéils'moving |
from the east of the field into the éénter'of.the.

,field and then into '

,see the bdild—up of 

development. [
B \\(( !

Where it has been shaded yeldow on the rignt-hand

log, or the sonic survey, we have indicated what we

}ﬁ-taewfave

e

., ~ .

would consider the net pay development.
percentmindicated-is"the“poros&tyﬂand ahy interval
in- excess of the five vercent 1ndlcated xe/bor031ty

that lS 1nd1cated in the clean lime rock andsthte——

1 dlcated as being pay.

Does this indicate a large or small difference in

the area of Section-Bl,'you can

1m9 and the 1ncreased amount -

U N

ST

st
I
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A

“1_it is just an east-west cross section showing'the

ﬁAséme markihgs that I defined on Exhibit 3 and again

"915 the pay 1nterval in. thlS wnll 10g.

that indicates a poor volume by the standards of

these wells and is an indication of gas in place at

that location and it would be available to produce
frbm.this(well or other wells in the field.
Referring'tO’Qhat has been marked Exhibit 4, the
east-west crosé section, would you explain that to

-the- Commission?

showihggthe’build—up of this lime bank as we move

qcrpgs Section 31... .. . e

B It also shows the extreme differences in porosity
and pay development in thé wells as you move across

the fleld

~.

Will you explaln Exhibit Number 5 to the Comm15510n7

'1nterval at 10 214 feet to 10 216 fcet thls 1s the

»‘f ‘_."—-- .",ﬂ

\~;.

-~ v‘r

el e A ey e

- e e
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- same principle‘applied°

in the porosity ihterval.

S w\r,,.

basad on the matrix velocity of 23,000. We lcoked
at each two-foot interval in the same methoa and
for the two-foot intervals, selected two feet of
net pay and read an average porosity for the two
feet of six and a half percent.

‘Moving on oown the:»log to 10,216 to 10,218, the
Wle selected two feet of net
pay.and also sik and a half percent porosity;

I call your attentlon to the two foot. lntorval ‘: 

at 10,267 to 10,269, this isvth peak that occurs

We read two feet of pay

and a porOSLty of ten and a half percent.,'
The porosity of each of these two foot intervals
were then tabulated and determined the thiokﬁéss -

times the porosity. If you multlply 063 times two

Y ¢n30d 0

would gzve 1ou ‘& porosity imteswal of 3. 15

thlckness for thlS well‘“’~"
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Y

DOSSlbly our selectlon would ke some way
selected thls same tool to gulde tnem in determlnlng

»ewould perforate;j

thickness, each two-foot interval‘totals a porositf‘
thickness of 9.555. | |
You used the sonic log for your porosity, is tﬁat

an acceptable tool to measure porosity?

Yes, this was the tool recommended to us and we

selected ‘the best porosity measurement tool available.

for thisftype_of'limestone fbrmapion and. I think

justified

-“due to the fact that" 51xteen wells in the fleld

«here tnelr por031ty was .and what 1ntervals they

Is this possibly a better ﬁeol in a aas field than

in an il field? ‘ , -

Yes, a sonic tool would probably glve you a better
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i wiat is your ODlnth ‘in determining oor051ty of a

limestone field such as this?

it 3
Cnii
o

f]_ g“ 3| A I think there is considerable controversyvbn»this

a4 ,?;/» 4 point and the controversy centers on how the cores

i \ 5 are supposed to be handled once they'afe’paken.v

13 6 | By cutting iﬁto the formation with a diamond-head
- 7| *-eﬁd relievingithe streéses-that'eﬁisﬁ-a£ this debih

~in the ground and moving-that‘core to the surface

o
-meier

g} 2:? 9 : ﬂjand relea51nq the hydrostatic oressures, rock

[ = 10 dlstortlons in the poros:ty taxe place and’ possibly

{. o> . ' :

%f% i 1 _ some fracturing of ‘the rock takes place from relieving

;j;:" é}wi712:i-'ﬁ"?tﬁeﬁstreeses;ofﬂthe?hyaioetaticfpieésﬁfeé;f?'v-fig‘.i:“ B -
: e z 2 DTed o =T ST T o : o T el T L e A U T -
1 ¥ 5 S T _ 4 S v e

. g-¢ 13 : This is a drawback in the use. of core, also the

KR Re o u :

;}- § 2 14| logs have the advantage that they are making a.

“ d = w T . ) )

i g z 35 3 R

£ > Wo 15 measurement which 1s related to the oor051ty on these

?J 2 3x

: E : . u’\

: ) %% 164- ) rocks in_place,un%er,&ﬁe well bore and under exlstlng

A G

3 : E’:‘(ﬁj}k

79

{

k1

Tl A e A A
e id L.I,-‘.,i j
L ‘ '.“|
PR :
Hc '~ N A
v,

d ',i 21 A Thls is )ust a percentage factor in llmestone reservoxrs
fJ 22 1;~ of thls type. - :,?ﬁ“i B 5;_‘ ?g;‘ -~ i

i
1 "
[ TYR
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’f;por051ty, thlS is not perforated* could you'make &

o 1 < vt v:,.—e.-..w oI

24
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1 and-the Antweil Well as to the percentage it shows

evan though it is not perforated?

N

3| A I gave this well credit for four feet of pay up above

:. ;w;
’

4| the perforation-and T think about four or five feet B

of pay beibw the perforation.

Y
‘.‘-‘ ‘.1
T
[
‘
N
o

%> 6 S This is a small percentage of the total pay that

ran
I ll

- E2 _‘Qas assigned this well and on the other wells where
a> '

'3 'gé 3 -porosity and pay determination was made, the criteria
j é;i 9 -of flve percent cutoff and clean llme rocx whether
i E; 10 it was perforated or not, dldn 't 1nfluence the selectlon
L. o , ,
?3 L= 1 of tha pay and I would say tne ma;or‘ y of tne wells g
E - w2 have a much hlghér percentago of unperforated pay o
: ] g g
i-- 5;3 13 than has been credited toc them.
Lo N X ] o s .
i % 5] §°‘14 Q Referring to Exhibit Vumber 6 the Table 6f Porosiﬁy
S ot u;?'
e = Z o
i =W 18 thckness Determlnatlons, would you explaln that°
',j § 35 _ ~ o . . - B - . E - -
e S E-u =
2 00 835
o &

; o7 '_-I‘;_r_nr"’

g _ S

i
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v
k3

c> e

~2é-$:if.?'_ The flrst six wells llsted are wells that are’ ;a::‘

%i;g

A-'-r>' ety " -

exlstlng proratlon unlts, de51gnated proratlon unlts -
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On the Pennzoil Well, I have listed it as
completed and I understand the pipeline connection
may have taken place, or may not have quite iaken
place: as yet.

I don't know the exact status, but it wiil be
connected.

Also listed are othér wells, namely M;trqw Wells
pénetrated in the Strawn that have légs available
through 1ntervals where 1 could not make a determznatmon.
of the net th&okneos por051ty and the porosxty thlckness
I notxced the average porosxty 1nhyour next column ii
‘was multlﬁlled to aetermlne the- oor051ty thlckness

in each well?

You have got your mathematics backwards. Each two-foot

interval was discussed in determining what the previous

T hee g

of the ‘various wells?

TN
o

I ’determinations
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A

‘ vwell presently in the fiéld.

E? Lhe determlned por031ty thlckness at the well bore._}

~fiof equal'porosityrthiéknes§~development invthisﬁstrawn“15 f

I think;you can see the diiferent vorosity thicknesses
that we observed on our c¢ross section.
The cross section wells there in Section 36,
the Antweil.Allen'and the Antweil Little Jewel had
an indicated porosity thickness of 9.555 feet for
the Allen and 7.025 feet for the Little JeQél Vell.
Comparing that with, say, the Supeiiof Coiiette
Well, off to the soutnwest(whlcn has a determlned tf -

poros;ty thlckness of 3.5, and this is a producing

The Cltles Serv1ce Spencer WeTl‘:s{i\h Mr. Mot»
called his "possible Strawn completlon" had an 1nd1cated
q3s
porosity of $.539.

Referring to Exhibit Number 7, could you explain it?

RO,

PPN e~

T L I W NG

Thls 1nformatlon was offered to reoresent the areas

Reservomr.i*l7 : '<s~ f*.“ '“~*g1

e

rw - N e .
e - S Ny, = B L ot A ST
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cross saction of Section 31, the center of the

indicated volume in the field in Saction 31 is

decreasing to the edyges or boundaries of the reservoir.
As you asked vefore, the reservoir -apvears to

‘be well defined in that there are wells surrounding

this res?rvoir and these have been tested and fouhd

to bé ngﬁéfoducﬁive in the Strawn.

The interpretation countour line -- the word is .

ihtérpketatiéé, ié'tﬁéﬁféfQalid:interpretatién?

As you say, 1t lS an 1nterpretat1ve method of the

”contours and the countours w°r° descrlbed to reflectrj;>

the-é%re'volume.
The points that were determined in each well
bore have been honored and the general shape reflects

- the-guidance. that we had from the stfuStyre and:

thiS‘EXhiblt the Strawn

make a’ deferent 1nterpretatlon, would jou offor that
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-~

.| we _have ¢oncludéd with -this withess.

fﬁﬁaﬁrﬁé:ﬁii;iéohélﬁaefwith_ihé'présenhfﬁiﬁness éddaﬁé7ﬁill.

‘be available for cross-examination. - We hope to 'conclude . .

thicknesses of the wells and as you nove from the‘
center of the field to the cdges of the field, any
interpretation would reaflect substantially this same
location of configuration of the_qore volume in the
reserve,

MR. PORTER: It is apparent, I think, that we

1

won't be able to conclude today, or at least this afternoon,

and we need to give the reporter a rest for a few minutes.

Mr. Robson,J; wonderiifAyou wou}dukhOW~ébout the -
availability of this room for tomorrow. = S
. MR: ROBSON:: I am Sure it is.. |

that determination. In the meantime, we will take a short

recess and we will make a determination of what we will do

with regard to continuing thistase until. tomorrow, after °

. (Hearing continues.)

S ~'PMR;QPOQTER:l&Gentlémen, the-Commission-h

the cross-examination of this-witness today. We are then — _

going: to recess.the hearing until 8:30. in the morning ‘and 1.

we will reconvene here in this room.

~

f*Tf"Mr;fStévens;fyou may proceed. -

as decided ' |u%




[T 1j0 (By Mr. Stevens) Mr. Williams, do vou have any o
.: ) 2 further comment on Exhibit Number 72

7 . 1f - 31A Yaes, one comment I might make in regard to the oore

. e 4 »‘volume map leading into our next‘Exhibit. If you

will notice, there is a -- f call your attentlon to

&-r','\-“
pin e
b
(4,3

] = 6 _the.afea extending to the southwest of the reservoir,
; (o) v - . T
‘ :: 7 the extended area in here, indicated porosity thicknesses
;3 = 8 from zero to about one and a half in the Pennzoil-Mobil.
/: '> ,-l v:_' . B . » . - ’ * V - . - S A‘ ) ) >.
: el 10 None of the wells in thlS area were able to-
O .
_A_f=_ _ A1L;:i3.;e§tabl1sh commercxal productlon from the Strawn at;h.,m,;;‘ggj
é 2 2] tnls tlme dnd ln fact 1f you look in’ detall at the
x -
Y5 .
L g3 13 "~ map, no well below the two-foot contour on the map
7' a ) o . S . = S .
%j §.§3'14 has established production in the Strawn Reservoir -
: 4 w = - .
: Z; . . - ‘- . ) - i
; o 15| - -and any well akove the indicated two-foot thickness
o ogx’ : s L : T o LS Teooent SLemr ol - I
£ Bz
A

QUR,

A P AR A B AR
N .

m
£
e
- e D
L om
e
: “ o
i ‘e X ™
by, 2 gst
K : . o
?} - § 84 s0|0Q .. Referring to Exhibit 8, would you.explain:it for us? = .
*r ~a -
S g 53
1 g9y 2[A
5 0% . ]
*] g da ' .
: & 21 22 thlckness and determlnlng the area Wlthln each of _
;J ' Z .5 23 'the contours, ‘we can determxne the total core volume I EO
L ¥ g Z 24 ':1n acre feet for the total reserv01r, or by enterlng )
;} hed ~ L - ”\_ ‘ e N .-.’--.~ B L PRI Sy -3 Ay
R 25 the 1nd1v16ual dedlcated proratlon unlt we can -
gw
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LA

. B . . i . A B
determine the indicated/core volume in acre feet for
the proration unit as dafined for the individual
well.,

I have: done this on here (*adlcatlwg, -and provided

here an actual combination, actually there are two

tavles, one table is sel up for the total field and

_ this is including all of the indicated Eore volume.

Here you will see the indication of,the5é%re

volume of 9 057 acre feet and 1t snows tHe d:strlbutlonz

'of that é7re volume among the seven proratlon un*ts

_1ndlcated

SOme flfteen_oercent of ‘the total field core-
volune is not within the deszgnated proratlon unlts.
To the right side of’ that I have made the same

this is the

compilation over to the productive area,

volume and only three percent of that core volume

yout51de of the ex15t1ng proratlon unlts. Lo En T
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31 and the first wel) listed on the table here,
indicates a ébre volume within the-altitude -of the
z2re contour line whnich measures 1706 acre faet of

L
¢ore volume which would aorx

nt 22.19 percent of
the developed area or 18.84 percent of the total
field égre volume,

The determination is made for the productive

. area where we have 1,688 acre feet of Core volume

represent;ng sauenteen_naxcent.or 23.14 percent of

“the total productxve area.
,‘Referrlng now to Exhibits 9a and 9b, could you tell

us about the mechanlsm ev1denC°A1n tne fleldtand how

'ﬂ»you determlned thls raserve. calculatlon9,}‘°'-

All tne eVLdence we have examined lndlcates this is

& pressure depletion closed gas reservoir.

'Could you explain the significance of Exhibits 9a

and 9b?

as the Qtre volumes that we have determlned and thatt”“
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, T DR AR
resarves whare the original reserve pressures of

5468 PSI.

This was the measured pressure in 5he.amount
that»the'Allen Well measured on the drill stem test
_end'would eppear to be at or very close to.the-build~up

-'pressure- of the reservoir.

‘I-essumed the abandonment pressure of 200 pounds,

e the reserv01r temperature of 178 deareeu,_ahd this

DoaneT]

'QWaswmeaSUreditemperatuxe in oueritt1e=Jewei”Weli;;_
and tee water saturation of twenty~ flee pefcent ef
'jv the éire Voieme, tnls was deeer ;‘eé fre~ ﬁ%e wateri,:
‘saturation determination from'the logiané:in seme.ef
eur wells; there hae been some possibilipyjsuggeeeing

evidence of higher water saturation.
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in the field in either iniﬁiai drill stem tasts or
subsequenr.pressure tests? |

A Of course, any withdrawal of fluid‘from this reservoir
Oor any reservoir immedietely begins te distort the
pressure information and you revieW'the pressure
Ameaserements.bv_drill*eteﬁ tests or pottom hole

.--‘pressures. taken on producing wells and you will find
¥ some.Variation, but I think the pressure I hava

e -

'-selected of 5400 pounds 1s a iaJr reoreSQntcklon of

the orlglnal reservoir pressure.

Based on these flgures, and I note on Exhlblt 9 that*

Lem T TaI Y ._-_....--A‘ Tees

you have a range for the reservoir of over three
billion cupic feet up to nineteen billion cubic feet
from the smallest to the largest reserve determination?

A. _.Yes,. these are tho reserves as tabulated on a taole
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Q

_on each proration unit, this

detarminations in the industry?

Yes, it is thz normal method of determining resarves

‘particularly in a gas reservoir. ;

.To meet the requirements in determining reserves

approach 1s the only

FENEEN

R SR .

method available.

The pressure method would apply here in eny manner?

The oressure oalance calculatlons or pressur°

depletlon curves could be used succeeefully and wi llev

estanltsh fleld reserves, but cQuld not be_used-to

determlne the reserves under an. 1ndlv1dual ;ease. Ea
YWould the production decline curve have that same
effect?

Yes.

chordlngly, what does~Fxh1b1t 10 pronose’b

-l S . B
s

Pardbn me, but I would *1ke to refer to our Exhlblt

).t
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" Ry ‘
™3

two methods of deternining the relationship of one

well to another or one well to khe total field.

ﬁ, . I"'-i
[
[N

< '
: T 3 It would be our recommendation that the best

i, i
N ‘,
L}

-

determination of reserves are those that we have

zg 3 shown in the area which we called the productive
6 - area on Exhibit 9a.
:3 v : :',"On'Exhibit 9a, we also determined both ways to
=
3 ‘as 8 comply with the statute.
L e I .1 Q.<.FAnd -the .productive area is ‘that area: inside the — {57 .77
4 — 10! two-foot contour line?
: .3 A : SR e
gis;-;ﬂ=¥l~ _{LzA.,ﬂfﬁgat'lsiqorrect:j‘-.-ﬁ- = v'~-i~;;;:;;=€>i R -
§ g . Ié Q Have you'any further statements?
: L] - o
. & = -
/ i]- x5 1313 No, nothing more for Exhibits 9%a and 9b. .
- vV [V] . - .
P ’ -
}- 8 g, 14| 2 Exnlblt 10 could you explain that for us?
= ®o
3 25
DEPL ~v-*0n;Ezh1bit.lQa;we have -set out some: ooss1nleAallocatlon‘,
B S - - o 8 ~
g

B3
£ ek
£ 5 N e
?;1 YT
i T
: B S :
Lo E 33 18
’,;‘f § %3'1§« ‘ There lS ~one penallzed.well that has'qp acreageu
: . “w IF N R - R L
e . O g w
?3 - g 5 20 penalty -on 1t the PﬁnnZOLJ Gnlf Federal Number 2m
| £ 32 21 .in the south of Section: 6 was penallzed to elghty—two s
P L. X ) N g
3 o_Z .
}J 4 E; percent of the normal proratlon unlt
: . o 62’ 22
£:9z . '
: £ 22 24
3 L % -

N

Y
A
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In the second column,-the second major column ‘7
on the table, we have shown how this same eighteen
million cubic feet per day would be allocated on the

basis of reserves.

_Here we are considering the p;oductjvewerea‘ef |
reserves that we determined and feel be St represent
“the field.

Here the percentage that the-indiViddal protatidnew}fwt:
- units resetvee reoresene_to ‘the. Lotel as~é;p1;é H};f;;f!; ii
agaxnst—tne total reserves to délermlne the aliowable g _;
for that well -_ ;j%ut;;l»» i:;‘;: ;.;ntgiif ;;Hjiffi:ﬁﬁtf;

To take a speeific'example, the Antqell Allen

Well had reserves that represented twentyﬂthree 001nt

elght seven pe:cent of the total developed areas of

““the fleld and thls t»entyhthree oercent of the total

[

Bl Sl g

¢‘\ - ol(-, *a.n- \6 oy
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Raserves are determined on a total field basis

o . ;.
[ 4]

and that is represented by Exhibit 9b,

73 ?; 3 0 Based on the these calculations shown in the Exhibit,t )
a4 i 4 how much gas under the Antweil tractAwoulé be prodﬁced! ‘
(3 é%? | 5 by other tracts on a straight acreage formuia as

} nég_ 6 opposed to a reserve formula?

.; - T a ‘ If acreage type allo”atlon was seiected aPPrOleately

3 : 8 |

One—thlrd of the gas reserve under the throe Antwe11

e E N

'

y-meier

;deszgnated‘nroratlon un1L wdﬁlﬁﬁﬁgﬂebﬁf$§ﬁateﬁfby;l@; )

Wi
[ "ll“‘ .
roml
Pt
Ay
»

M

i
—Y
'

)
»

/

:
1

;0 o other wells in the fxeld

Jearnle

géﬁi; ) 'i£:; s Tﬁxe weuld represent aﬁoroxxmately one~th1rd ef‘~-' -;E';
;1; 12 | ‘A>fifty billion feet of gas that we are telking about.

; - 13 VQ EtPtetiously we have had objections'stated to the totai

%]' - 14 allocation, llow bie‘based on reserves, one was that

1o
i detezm;ne&=por031tj,'what,1s your'~=r=

§X1CO 87100
m
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ey s ST A%
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por051ty for a determlnatlon and Sane the’same type '

T - - ..»)_;. Tl
b . N - i

l'?

analy51s and the same type 1ogglng tool ls avazlable

\
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'10_

11

13

14

15

"very rapldly and lS relaglvely narrow and 1 think thJu

' .Does this-affect the determination.of. reserves? . .

well to well, should be very good.
We have also nad objeciions concerning the determination
of feserves based on thae fact narrow
protective zone affects the determination of the
bréductiveAérea, what is your opinion as to this

contention?

By the cross sections and by the locations of the

completionsv we have seen that the reservoir changes

is falrly rnpresented by our contour of”tne"é%re‘-m-a’%"

fvo@ume on Exhibit Number-7. . B R

No, I don't see where it makes any more difference.
What is your recommendation to the Commission concerning

the allocation of proration in the South. Carlsbad-Strawn
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: admitted:intoievidence.latkjf’

iere these Exhibits prepared by you or under your
direction?
Yes. 1 sald earlier these were, most of them, were
‘prepared by me, and those that were not were prepared
by our office in conjunction with me.

B ;)l A/‘/\»/ - N

/ MR LeBLANC: I move for the introduction of

Exhibits‘l.through\lo.

HR PORTER°‘ Wlthout objectlon, Exhibits 1

‘through 10”w1ll be admltted

(Whereupon Antwell FXDLDltS 1 through 10 were

Q } (By Mr.'beeéanc)” Mr:-ﬁilliams;‘ié'it‘ybﬁf 6pinidn

" that the Strawn Pool should be-prdrated?

After looking at the difference in proration units

for the indiyiduallwellsiahd the«p@ssiﬁility«pﬁ L

MR, edDw T have. nothing further:
Mgi'ébRTERE‘ Does anYOne have anj questmons’ o

CROSo-EXAMINATION

BY"MR;'KELLAﬁIN“

Q Just one questlon
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calculated the reserves of could be producad without
wasta. What recovery factor did you use in making
your determination of the reserves?
A I am saying in effect that one hundred percent of
- this ges_that would be.withdrawn between the oriéinal
reservoir pressure and the abandonment pressure of
’ LI Lo
200 PSI would pe recovered as a recovered rateable
and would not create waste.
MR, KELLAHiN: Thank vyou.

CROSS~EXAMINATION

BY MR. NUTTER

Q One other simple question, when you calculate reserVes
‘on a tract and assign‘an»allowable and that well
firzally hes produced that amount of reeerve~and still
can be’produced, Qhat do you do,'piug it in?

Isn't this one of the facets of putting this

'formula 1nto effect'> L _ ‘_‘ ‘ *i*{i

A :~There 1s a pOSSlblllty that the tleld total would

i have more gas than we have—determlned here and the

;wells would exceed these estlmates.r:-}im;}>51;>~v

>f There 1s also the. pOSSlblllty that the flnal

B '—‘::-‘-_« N
e U
U

; productlon wourd be somewhat less than these, but I

"N\ vt

lihﬂwell to another and thls 1s 1nd1cated by the reserve

“ RRCEER ¥ :.»rv\—-ﬂ~~~'.¢‘

f"calculatlons and the- fact that they would glve)an
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I think ahy of h;s pay observed ‘on these 1ogs are

" inter connected ln tne.reserv01r and the gas contalﬁed

’“1nteroret the ﬁet pay and the manner 1n wnlch.you 2

Akhave comouted the net- pay before you start your e

«Yes, and thls 1s ‘our lnterpretatlon of that there aren

equitable allocation of the allowable,

But if the well ceasz2s to produce and it is not vyet

oroduced the calculated reserves, or when a well has

produced, but can still produce more, would that show

there was some failure in your formula?

Not necessarily in the formula. Really, the relationship

and this is

of one well to the other, what we are

really concerned witlk, we think the reserve calculations -

- are a valid indication of how one particular proration

unit ceﬁpares to the other and if the allowable-is
assigned on that-basie, then»each operator oi‘eech
lease ewner has an Opportupity to produce the gée
under his tract. |

In the event a log or core could show you that you

have -pay somewhere, would you give cfedit to the pay?

‘thls or other wells in tne fleld.;;ﬁgu

- am— : - -k

The appllcatlon of a formula such aS you are prOPOSan

S

'..:depends on the data as presented in the log data to f‘;~-7

© - T LT e

-~ - . . L - N v

. - ;"\ - - -

perlmeter calculatlons°
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A

-; and lt‘showed it produced 139 MCF a: day.E;fA-

:f but I understand they have done some addltlonal work o

< e b s o

several stages where the interpretation must be made
to detérmine reserves.

Every time a new well is brought in, you have to
recalculate the whole thing?

Calcuiate‘the raeserves of that well,

You might even recount the whole pool too?

" It's very possible, but we-don‘t think it is too

likeiy in this case because we think the field .is
well defined and in my example calCulations,‘and so

forth, I have assumed that the Grace Well in Section

36 will be able to pe sucoessfully'completed in the

Strawn.

Now, you have given credit on your reserve calculations

to the Cities Service Spencer Well, the "almest Strawn

mﬁéii" that thev have been talﬁlnq aoout’

That almost Strawn We;l" has produced gas from the

N

Strawn and they flled a‘completlon raoort~on the wel]

::'~'b

They dld not file a four-poxnt test at that tlme,‘

on the well and are attemptlng to determlne 1f thay

//

- ican make a completlon at thls tlme. : -;L . I
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(1]

wall -- or befora the well could be coasidered in a
productive area,
As I understand it, there is a possibility of
a low pressurz gas system in the field and they nay
possibly be able to sell gas to that type system.
MR. NUTTER: That's all. ’
CROSS-EXAMINATION
Bvag; KELLAHIN |
o) Mr, Williams, in meking your porosity caleulations,
whatrmatrix velocity and fluid veloeity figures did
you use?
A I think I eteted the matrix velocity was 23,000.
Q Did you.fiqure the f£fluid velocity?
A No, I-didn't. |
MR, kELLAHIﬂ: That's all.
CROSS~-EXAMINATION
BY MR. STAMETS S vli;1:§;v
Q I belleee you;sald that you feel.tnls area 15 bretty
| well deflned-»however; lao'* tnere pofentlal for 
ffﬁﬁure development 1n the southwest of Sectlon 29
'722 Soutn, 27‘Ea$t? » SRR S
AE I éon 't nave avﬁap ooen, chk, would yougpo;nt out
_the»Sectlon again. T N
Q ”The southwest of-Sectloo 29, 22 South 27 East° _fi‘
Aei@zI'thiok there is always a p0551b111ty and I° télnk'we
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have indicated that the pays that were picked up by
the Cities Service tiells, both to the west and to
the south of that particular quart r section would
cast some doubt on it!ahd would indicate that the
limits of this fieid in effect leave that quarter -

section out as I have indicated on our map designated .

Exhibit 7.

Q That would be the general trend of this etructure
- reefing?
A Yes, and I think if you would ask me if there is a’

likelihood of another lime build~ep of thie type
along the trend, I wouid say this is a .possibility.
I don't think it would be qeite as close at the
southwest quarter of Section 29, but éossibly*a miie
‘or two from thie. a
Thefe'iS'a pdssibiiitY*bfiahétﬁéf”Iiﬁefbuiia—tb}-
.batiI think,it wduldvbe in effeet anothertteservoir..

But the potentlal is thereo do YOu agfee tb~that?

R b -,,__“ = RREpCTS

>-¥es, thlnk exploratlon act1v1t1es that we have seen

“r . -

have led a lot of peoole to belleve that the potentxal

}lls there all the way from hereﬂback.to the qtrawn

e - = - -..:4

fleld —-—I mean the- western Strawn flelds..

N - T - E/JJ_,J“?u'-,_-’ .
Q- If there is. a substan *al amount of( or051ty in all

L portlons of the Strawn- sectlon 1n=any of these wells,

N

R o S R

p‘could that have -a great effect on. the reserves? .

.-_.v=. e K, T SRR

-
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Q-

&

zrif The only 51gns, as you poxnted out,

ek z-.-...,; v

Yes, the tyve of survey that has been used, the sonic

survey, would tend to ignore that and the porosity

readings that were datermined would be low.

I think the likelihood of this occurring is most

";Prelevant in the thicker wells, the wells that have
‘more. net pay development,

e’CanflimeStone with less than five percent porosity
‘contribute. to production if the formation has

-1'su53taht;ally fractured?

Yés, it could. I think when you get dowﬁ in that

range, the porosity is normally leselthép.five percent
in that range.

The porosity on the poOrerbside distribgﬁiop is
quite small and‘your water saturation, because ef -
the effect on the'égre volumes,eaed you ha§e

indicated

guite a high water,Saturatio and you have a

' significant volume of gas contained in that type of

‘r

:GPOIdSitY} .i_.‘. - 'Q‘ s ;.45;;izi;ﬁk'}

r'-7‘:'}_33chéause-‘'.o-f the hi§h wa£effsatdiaEi6n}*

there 1qn't suff1c1ent

B

£l . .',‘ﬂv

gas saturatlon to orov1de mobllLty fOr the gas._

s

PETE

, \Do you have any-gﬁpcrete ev1dence as to theFeXLStence

e

BN

" or non-ex1atence gs or;fractures:in the Strawn'pay?

,are the'wells

-i:hat"' ga's‘-f‘* :

' were not cored nartlcularly ‘the produclng wells.i
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A

-change-in,porosity thickness between wells?‘

'Xou contoured it_interpretively?

Assuming now that another gas well was completed, "

The only thing we have to guide us are the
sample descriptions that have been made. From the
sample descriptions and examinations of the samples,
the ‘porosities that have been seen and described are
primarily intercrystalline porosity or matrix type
porosity.

There is some evidence of secondary ér&staliiéation

. Vg s
and this would point to the possib"l'ty of some bu

,Q

in this type of -formation. Thl@/i me bank or.something

approaching a reef build-up, I think the'descri tion
| | Ansle fia

that you used in comparing it to the husk sealed

this type of formation isn't'the type that we normally
vngs
think of that will develop large bugs orx dependencxes
Vﬂqﬁ -
or large bugs to provide our core volume as dlstlngul,ned
from -the Devonian type reserves.-' /a
' ' & cun o/m

Does. your iso- pore volune map assume the unformed

Not'exaetly,: Th
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.. coming to

A

'*fthe reser'oir*

Q

f,hlt be your recommendation that .the ooerator have a

to be called upon t> get an allowable for this

well?

Have you figured tihe operator will be the one

to calculate the ggre volume and come in ask us to

avprove ‘it, or do you think the Commission will do
this each time?

- To-go onefstep_further, wnat about a dry hole?
I‘ahfeure’the operator wouldn't cate two hoots about
the Commission and telling us about a dry
hole. |

Whet effect would a dxry hole have on your contour
map?
Thieiwou1d ptesent a redetermination if an'additiona1>
well was completed. Our.position.on this South
Cerlsbad—Strawn field is. that the dataiavailable'io
‘this ceee shows the field to be developed to this
point tnat it is defined and there are vells that

»cannot oxr. have not been completed entlrely around

Jen :‘.-._

completed is very remote and thlS is a determlnatlon“

tnat we: have made at thls tlme and our determlnatlon"i

>'*wou1d fxrmly represent the reserves. and would hold for

ERCAAAT = Y

-‘a’long'oeriod of time.*fv':l ‘!f‘" R L
If thls type formula were adopted in the pool

—~ e e -y

but thls 1s a deflned reserv01r and ;*“’

would}fff”
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,: _ PAGE
chance to nave nhis say as to exactly what his production.
3 is under his acrecage before the formula anvlied to
) 3
3 - nim?
4 A Yes, I think this would have to bhe done. - This is
< » 5 ’
4 e our interpretation that we have presented.
s 6 The two points we would like to make arxe that
4 L r - : o -
. the reserves can be determined and that it isn't an
[~ L] :
3 = 8 impossible task from the data available and the
» -
- ) - _
: ad 9 5 .reserves can bs determined.
i A —— : : ) ’ -
i [ : 3 - 1 1
! o 10 The second ,-poxnt we would like to make is that
L a>
{7 - — li
the determined reserves 1ndlcate 51gn1f1cant differences
2 _
H o N . . . - . . . . s
e E 8 12 in the lndlvz.dual wells and the s:.gnlflcant difference
s o B in the allowables assigned to these wells should
Ly g - '
{ S = ‘ N ( . : -
: } ; g§ 14 exist to permit each operator an opportunity to produce
Lo 3 %3 ._ ' ' ) ‘
1 % g; 13 the gas under his tract.
. H o o - .
;¢ X ul -
G Eous ‘ '
: £ 2:x 16 The guestion of whether or not it has “to be
{\ . ;_ 5; ) o N - N /)7> éf
e | 894 . : T SMB e we
fj a3 . prorated on ...he -basis: of ‘reserves :rlde?, on thp
£ s ok P . S
: £ gy ; - g T
Z _ g 535 18 possxbllz.ty of some sl:.oht dlscreoancy 1n‘ oux work
"\»':5” - w Nao - .
¢ “ 32519 st N .
3 . . w I F - 2
2 g % g < A - e : Coal ~
S € i - . >
gg 5 s 20 We are selllng the conceot and 1‘ thlnk‘*the flnaJ =1
L 33 » I T
3 Z %a R
ga E oy U - determlnatlon of reserves for ororatlon purposes |
H e da - : LTI T
i 5 :
| o 53 22 probaoly could best be made :Ln somethlng llke an N
H Z 0z , T
L 8 9« 23 ﬂoperators meetlng under the dlrect).on of the R
3 27 R . . I TR R
£ A : | _ - L
} = 87 24 _g.__/CommlsSJ.on. . - LT :
' . MR. STAMETS' That's all.
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: 1 “IR, PORTER: Anyone else have anv cquestions?
4
N 2 : MR, CLAY: ‘Terry Clay of Superior 0il} --
P& <
ERNE : 3 MR. PORTER: I believe we should conclude the
. - 4| cxamination of this witness before we accept statcments,
33 L 5t voes anyone have any questions of this witness?
] 6  _ (No response.)
— 7 -~ MR, PORTER: If not, the witness may be excused. |
- ) s _ |
:} o 8 {(Witness excused,) - . o
"‘ ' . . CT o o- . b I 1
1 o= 9 - MR. PORTER: HNow, Mr. Clay, would you liike to '
o P==
: s 10 | make your statement?
4 as -
q 1 . MR. CLAY: I do have one to make, but since there
i4 12 | is going to be additional data on the Strawn Fields Pool,
- 13 | T would like to hold off until the other data is presented.
: } 14 MR, PORTER: VWould you identify vourself for : f
%3 15 | the record? j
- e gj 5% sl MR CLAY: Terry Clay with Superior Oil: y ;
59 _ h _ : B
; } 17 i MR. PORTER: The hearing will be in recess until - -

" 18 | 8:30%.tomorrow morning when we will reconvene in-this room.

o o ome

19 <__‘f__$ T _"‘ ;;' . 1;:/ -

20 e T
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