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BEFCORZ THE
OIL CONSERVATTON COMMISSION
August 19, 1960
Sarta F:, Naow Maxico

IN TiE€ MATTER OF:

Application of The Purz 0jl Company for an ord:r
promulgating special rulss and regulations gov:irn-
ing the drilling, spacing and production of wslls
in the South Vacuum-Yavonian Pool, Lea County,

New Mexico, including the 2stablishiment of %0-acreo
proration units for wslls in said pool.
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Honorable John Burroughs
Mr. A. L. Porter
Mr. Murray Morgan

TRANSCRIPT OF HEARING

MR. PORTER: Hearing come to order. Casz to bz con-
sidered this morning is Cas=2 1634,

MR. PAYNE: 1634, application of Purs 0il for an order
promulgating special rulss and ragulations governing the South
Vacuum-Devonian Pool in L-~ County, New Msxico.

MR. BRATTON: Howard Bratton, Roswsll, Nsw Maxico,
appearing on behalf of Purs 0il.

MR. NEAL: Melvin N=al, Hobson, appearing on bzhalf of
A, J. Reeves, Z. B, Resvzs, and cc-owners.

MR. ANDZRSON: R. M. Andzrson, Sinclair Cil and Gas.

MRe SETH: O0livsr S=th, Shell 0il.

MR. BRATTON: T wouid liks to state, first of all,

0. 10634
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brinfly, the history of this mattsr and what w2 ars requssting
todav, I believe this is actually the fourth hearing in connaction
with this pool. T think ther: havs been, actually, two previous
snacing hearings, one immsdiately after the pool was discovarsd,
as best my memory serves mz (T did not participate in that onz),

one 80-acre spacing applicatio» made approximatsly a year ago, a

littls over a year. That hesaring was hsld in April, 1959, I balisvs

At that time Pure 0il askzd for tamporary 80-acrs spacing and pro-
ration units in the pool and the right to shut in on=2 w21l and takﬂ
its allowable to an adjacsnt w2ll in ordar to conduct intarfarancs
tasts. Commission denied that; a rz-application for hzaring was
grantad limited to the rsqusst as to whether a w211 should bs shut
in and allowable transfarrzd ior a yesar in ordsr to conduct an
intsrference test. The Commission granted that privilage, and that
has bzan done during ths past ysar. We now hava made application
for permanent 80~acre spacing and proration units ir this pool on
the basis of the dsvelopments to date, and thes basis of thsz svi-
da2nces obtained.

Qur proposal is spscifically -- it will bs detailsd more by
our enginsering witness -- howavar, generally, I think I can adviss
the Commission that our basic preoposal is for 50-acre spacing and
prorationing units. Ws would prafar, and we would raquest flexiblj
S80-acr2 spacing units in the pool,

Secondly, if the Commissicn would feesl better satisfisd with
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a fixed pattern w2 would suggest a pattern which might be adopted.
The pool is, as shown, partly zmbraced in the South Vacuum unit

and partly outside. Insofar as is material, all of ths royalty in
the entirs pool is owned by ths State of New Mexico, and all of ths
royalty in the South Vacuum unit is owned by the State of New
Mexico except for two 40-acrs tracts in the esast half of the southd
sast quarter of Section 20, Thoss are the tracts owned by the
Reeves Brothers and other royalty owners. We would propes= as to
those two tracts that they be axcapted from the 80-acres spacing

and proration units and that thsy be granted 40-acre allowables.

In other words, the pool rulss as to the rest of the pool would not
aprly to them,.

This makes no differsncs to the State of New Mexico b=scausz it
gets the same royalty off those tracts as it does off ths others.
This is just sxtra royalty coming out of the pocket of the working
interest owners, but as will be davelopad, due to the development
pattern that has been pursued, and in fairness to the Reaves
Brothers, we would propose those exceptions. We think they would
also ask their adjoining acr=zage immediatsly to the sast be except%d,
but we cannot, because it is not in the pool. We have no ob-
jection; Jjust no interest.

Now, as I say, this matter has been before the Commission in
full one time., I would say, actually, that hearing a year ago was |

to my way of thinking, a rather major hsaring. I would just detail
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very, very briefly our thsory of this case, because I fsel it is
truly a significant case. I know that to the Commission thess
spacing cases become old hat, and in =sach one it is impresssd that
it is a serious and important case. I am not sxaggerating when I
say I think this is a significant case, being watchad by the entirsg
oil industry.

We have here, and I belisvs we will prove, a case of excellent
reservoir that all the enginezring testimony that can be developed
from any source will indicats can efficiently be drained on an80-
acre spacing pattern. This is not an economic distress application
We will show the Commission that on 40-acres some profit can be
made, Of course, we will also show that a larger profit can be
mads on 80 acres, so we do not claim this is an economic distress
application, but it certainly is, we feel, a very significant cass
as to whethsr this Commission is going to lay aside the economic
distress necessity in a cass whare it is proven that one well will
drain &0 acres.

We have two witnesses, and I ask that they be sworn.

(Witnesses sworn,)

GZORGE FISH

called as a witness, having becsn previously duly sworn, testified
as follows:

DIAECT SXAMINATION

BY MR. BRATTON:

1o
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A I am George Fish; live in Houston, Texas. I am esmployed
by the Purs 0il Company as division development geologist for the
Southern Producing Division which has jurisdiction over the Permian
Basin of West Texas and southzastern New MsXico,.

Q You have bsen familiar with ths development of thz South
Vacuum Pool?

A Yes, I have,

Q You have testified praviously before this Commission as
an expart witness in connsction with this pool?

A Yes.

MR. BRATTON: Ars the witness's qualifications accaptabls
MR. PORTZR: Thsy ars,

Q (By Mr. Bratton) Will vou refer to your Exhibit No. 1,
which is a structure map of tha pool, and explain what it shows
with relation to the pool?

A Qur Exhibit No. 1 is a structure map contoured on the
top of the Devonian formation. The various color symbols I will
sxplain. The green outline is the present South Vacuum Pool limit
as defined by the Commission; ths wvellow outline is the South
Vacuum unit. The various wells ars color coded as sxplained in ths
legend down in the lowsr right hand portion of the map.

Briefly, this structure map shows a northwest-southsast trend-
ing anticline which is limited on the northeast flank by a major

fault. We feesl that ths structurs is very similar to ths interpr=2-

-3




R REPORTING SERVICE, Inc.

A

4

DEARNLEY-MEIE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE b

tation pressnted in sarlisr hzarings, and I will just brizfly go
ovar the changes that havs occurrs? since the last hzaring.

Sinca the last hearing thara havs been nins w2lls drillsd in
the South Vacuum Pool, s=2vzn of thoss producers; two wars dry holes
There are now a total of 13 vproducars in ths South Vacuum Pool.

Ons formsr Davonian w2ll, which was designated as being in ths
South Vacuum Pool, the Sinclair 401 No, 2, locatsd in Section 21,
Township 18 South, Range 35 Fast, has besen pluggsd back and is now
a Wolfcamp producer. My map indicatss an abandonzd D2vonian pro-
ducer, and I lsarned of ths racompletion in ths Wolfcamp only
yestarday, so my map is not quits up-to-date in that rsspscts

The producing walls that war2 drillad in the South Vacuum Pooy
assantially confirmed our previous interprastation, The two dry
hol2s causad some changes in th= productive limit of the fizld. Wy
havs indicatsed by a dashad r=d lins the oil-water contact, which is
at minus 7880. The previous map, or interpretation, showad stas
dip or possible faulting on the northeast flank of ths structurs.
with the drilling of ths Rssves Brothers No. 320, located in ths
southwest quarter of Section 26, w2 definitely know that thare is
a fault prasent there. That w2ll sncountersd a rsvserse fault in
the upper Mississippian line. The w21l was taken on down to ths
Davoniang the Davonian was sncount=r3d below the known oil-watsr
contact, and ws attsemptad thars to wake a complstion in thz Wolfcan

zone. However, that was unsuccessful, and at present I believa thg

[
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w21l is carried as being terporarily abandonszd.

The other dry hole was the Purs Stats "I" No. 136, locatad in
thz southwest quarter, southwzst guartsr Section 36, 1& South, 35
Bast. That well, although it encountsred the Davonian abovs the

known oil-water contact, rasultad in a dry hole. This can bs 2x-

plainad by the occurrsncz of a ralativsly denss intarval in the
upper Davonian. This interval varies from 90 fazt to about 146
fast. In this well wes had 68 tast of Devonian abovzs ths watar.
Howsver, there was insufficisnt porosity and pammeability thers to
maks a commsrcial complztion.
MR. PORTER: Will you idzntify that w2ll by number, plzas

A Y25, sir. That is ths Pure State "I", 136, and is locat=2
in the extrame southwsst corner of Saction 36.

Perhaps ws can jllustrate this problem of the denses zone a
little bit better on our zZxhibit Yo. 2,

Q (By Mr. Bratton) Bafors you lsavs Exhibit No. 1, what

ara the depths of thess Pevonian w3lls now?

A The straight dzpths, sir?
Q fss, the total dzpth.
A Most of the wslls wsre drilled to approximatzly 11,750

f22t, Some wells wars taksn d=3par, such as the Reevas Brothers
326, whare it was necessary to go d23per to encountsr ths Navoniana

o Your structuras is pratty w3ll dafinad sxcept to the

southwest flank; you havs good control in most svery dirsction,
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don't you?

A Yes, that is trus. On the southwsst flank we do not havg
a well-a2stablished dip hera. This dip was more or lsss projectad
from the formation dip which occurred in the northsrn and middle

part of the South Devonian.

3]

Q But your pool is r=2latively w2ll da2finad in other arzas?

A I feel that it is.
d Therefors, it is not going to be a large pool, or it is
not a large pool?

A I am afraid not. It is niuch smaller than w2 had hoped
for.

Q Now, your exhibit shows all of the royalty in th=s pool tao
bz own2d by the Statz of Naw Maxico 2xcept for the two Raavas' wsll
in the gouthwest quarter of Saction 26; is that corrsct?

A I would say all of the productivs royalty. Th=are ars
soms others.

Q There is ons SU-acrs tract on ths west 2nd of ths pool?

A It is a well below the oil-watsr contact, and it won't
be productivsa.

Q All right, sir. Go to your Exhibit No. 2.

A Bxhibit 2 is a northwa2st to southesast cross sa2ction which
begins in the Sinclair 401 Yo. 2 w21l locatsd in Saction 21, and
travers=ss the 2sntirzs length of ths pool, terminating in the Ralph

Lowz No. 1 Ohio Stats ir Sactjon 1, Township 19 South, Rangs 35

;]
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Bast. This cross s=ction was cons tructed using ths nsutron and
sonic portion of the logs run on these various wslls with the
sxception of the Ralph Lowe w=1l where a nsutron or sonic curve
was not avajlable. The n=sutron or sonic curve is commonly used in
the industry to log the porosityv in the well bors, and I have
attemptad to show by thess curves the occurrence of the dense zone
in the upper Devonian and the occurrence of a mores porous zone
immediately unden ying that. The curve which pertains to the
various wells is located on ths right of the symbol of the straight
line which indicates thsz position of the well. If you will dirsct
your attention to the sonic curvs to the right of the well symbol:
for the Pure 136 State I, you will notice that thers is very little
porosity occurring in that well until we get down to tle extrame
pottom of the well., Now, that fact is confirmsd also by cores
and drillstem testing. W2 corad ths entire Devonian interval in
this weil. We have approximatzly 107 fest of dense interval in
the upper Devonian here, with scattered dolomite porous streaks
occuring haphazardly over that saction. This ranged in thicknsss
from a half a foot to three fezt,

We tested this section with two drillstem tests, ths first
one recovering one-half gallon of o0il and 25 feet of highly oil-
cut muds The second drillstem tast recovered 92 fzset of mud. The
third drillstem test was taksn aftser we topped the main dolomits

porous zons and we recovarsad 4650 faet of salt water. This main
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porous zone where we recovared ths watsr in ths 136 State I is the
inteival that is productive in the other wells, with the sxcaption
of th2 Sinclair 405 Noi 1 which is located in the northzast quarter
of thz northwest quarter of s:ction 27, 18 South, 35 Fast. This
well is completed from one of ths dolomite stringers which occurs
in ths upper, normally dsnse, intsrval,

The other wells in the fisld, and you can follow this main
zone across the entire length of the fisld on either the nsutron
or the sonic curve, on the n=sutron curve you get a low nautron
response, and on the sonic curv:z you get a low intsrval transit
time, In both cases it caus2s the curve to deflect toward the
well symbol, so that, baginning on the southeastarn portion of thdg
fizld you can see that tie main porous zone occurs over the antire
langth of the pool, and ws bslieve that establishes continuity of
the reservoir.

I might add that this main porous zons is dolomite; it is
vuggy, fractured; it has, in most places, very good porosity and
permeability.

Q Mr. Fish, as a result of your examination of this pool,
are you satisfied as to the continuity of the Devonian structurs
throughout the pool? Arz you satisfied there is continuity?

A Yes, sir; there is continuity in the reservoir.

Q Ara you satisfied that from a gzological standpoint, fron

a standpoint of continuity, that wolls drilled on 80 acras can

L
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Ws were able to make a corplation thers with acid stimulation.

afficiently drain this resarvoir?

A Yes, sir. With the pesrmeability that has bsen axhibited
by thess wells, geologically speaking I think that one well will
afficiently drain 80 acres,

Q It will drain at l2ast 80 acres?

A At least 80 acr=s.

Q Is there anything furthar which you wish to add with
raference to your exhibits, Mr. Fish?

A I might add that there is, of the 13 producsrs in the
field, all of them are top allowable with th=2 axception of two
walls. Those two wells are the Sinclair well I pointed out pra-
viously, producing from onz of th=z thin porous zonss in tha upper
portion of the Devonian; the other well is ths Re3vas Brothers No.
426, which is located in ths northeast quarter of the southwest
quarter of Section 26, This well encountered the main porous
dolomite section of the Devonian., However, it was not as wsll

developad as in the prsvious wslls, or the other walls in the field

Normally these wells ars productive after a 500-gallon mud-acid
washing. That well we had to use 1500 gallons of regular acid in
addition to the gallons of mud-acid, From the productivity of
of that well is also indijcatzd that ths main porous zone is not
as well developed as in ths othsrportions of the field.

Q Do=s this change your conclusion that ons well will drain
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in excess of 80 acres in this pool?
A No, sir, it does not. we will develop in othsr testimony

in relation to the pressures that this well had suffered a pressurg

drop in this area at the time of completion. The main porous zone

hers can be correlated very well with the same zone in other wells.

There is no question about the correlation there, It is just the

fact that it is not quitz as wel!l developed as the average wall.

Q Did you prepare Zxhibits Nos. 1 and 27

A Yes, I dide

Q Is there anything further which you care to state?

I believe that concludss this portion of the testimony.

;,»

MR. BRATTON: I beli® ve that is all from this witness.,
We will offer the Exhibits 1 and 2,
MR, PORTER: Any objection to the admission of theasss
exhibits? They will be admittad to the record.
Anyone have any questions of Mr, Fish?

CROSS EXAMINATION

3Y MR. PAYNA:

Q Mr. Fish, I don't believe you gave the depth of the
discovery well in the pool.

A No, sir; I didn't. I have the intervals that it is
perforated. I will have to chz=ck a log.

Q Do you know whethar it is in the 11,000 to 12,000 rangs?

A fes, sir; it is in that range.
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Q Do you have the top of the perforations?

A I have the subssa top. I don't have thes straight depth
tope I can get them off the loge It is between 11,700 and 11,800
in dspth.

Q So the per well allowable in this pool would bz 220
barrels a day on 80 acres?

A I assume that is correct, if you are multiplying with thd

33 unit allowable.

Q What is the drivs mechanism on this pool?
A Water-drive.
Q Do you feel that production of 220 barrels per day per

well, that there would be any rcasonable probability that would
danage the reservoir?

A No, sir. I think it would not, and further, I feel that
the pool as a whole will be deplsted mors svenly on 50-acre spacing
rather than 40-acre spacing whare the total field withdrawals would

be greater,

Q Now, what portion of this pool is in the South Vacuum
Unit?

A This portion outlined by the ysllow outlins.

Q And I take it ths Pures (il is the operator of the unit?

A Pure is the operator of the South Vacuum Unit.

Q And the two wells in which ths Reeves Brothers have the

royalty unit are in the South Vacuum Unit?
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]
n

, Sir; thz working interest is in the South Vacuum
Unite

B7Y MR. NEAL:

Q The Reeves'rovalty is not dadicated to the unit; is that
corract?

A I believe that is corract.

Q Obviously it has besn developad on thé 40-acre basis?

A Yes, sir. Since we werc operating under statewide rules
and w2r2 obligated to protact ouf royalty owners from drainags in
this arcea ths Reeves Brothars' tract was developed on 40-acres.

d As T understand it vou are willing ths Resves Brothers!

tract bz left on a 40-~acrs basis?

A That is part of our proposal.

Q With the allowabls it now has?

A Yes, sire.

Q In other words, thers would be no reduction in the allowA

able bhecause of the fact that each well was on 40 acres in the fiel
A That is true.

MR...PAYNE: Mr. Bratton, do you feel the unit operator ig

able to waive the protection of correlative rights, so to speak, of

the other operators in a unit?

MRe BRATTON: Mr. Paynz, I rather doubt the unit operatol

could do that without thzir corsent., I believe this mattar has

bzen proposad to all the unit opsrators and thesy are in agrasment

!

h

[d?



DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 15

with the proposal that the two Reeves' tracts be left on 40 acres
with a 40-acre proportional factor.

MR. PAYNE: The thing that is bothering me, Mr. Bratton,
if the Commission saw fit to =nter an 80-acre ordzsr for the pool
as a whole, with the exception of thess two 40-acr2 tracts, whsthd
such ordsr might bs subject to attack at a latar dats by someonc
who said he hadn't waived protaction of his correlative rights and
he f2lt 40-acre ought to g2t only half of an 80-acres allowable?

MRe BRATTON: Czrtainly that is a qusstion, Mr. Payne.
The Commission has to protect corralativs rights. As I pointed
out to the royalty owner, there is nec problem. The State is gettin
the same royalty off the Resvas tract or any tract in this pool,
Any extra allowable that goes to thoss wells comes out of the
pockat of the working interest owners directly, the South Vacuum
Unit ownerse. This has bsen prasented to all of the unit owners
and, I believe if the Commission would feel better we could cer-

tainly get letters from =ach ons of the unit operators that they

are agreeable to this, each ons of the unit ownerse. I think almost

1

all of them are here today, and possibly we could gat it varbally.
MR. MORGAN: While we are considering, consider the
northwast southwest of Section 26, which is State acreags, which
is immadiately offset by Rasves 32c; this acreags is offsst by thig
this w2ll offsets that. Is it undsr your 5S0-acre spacing pattern

thare would be no w2ll hzrs; this would bs on Stats acreage and th]

r
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w2ll weuld presumably withdraw that from this 40 hare, and tiis
w2ll hers would draw from it., How do you account for that?

MR. BRATTON: DB=causs the State of New Mexico is going
to get the same royalty whath-r all of the oil producad from this

w2ll or any well, whether it is the Rseves well or any othor wall,

ths Stats of New Mexico is goin

o

to got the same royalty.
MR. MORGAN: What portion of the royalty is the State
going to get from 3267

MR. BRATTON:

et
t

will get the sams proportion it would

40 acras as to which the Commission=zr if

Yot
D

from a well drilled on th
concernad,

MR. NEAL: By rsason of ths unit agresmsnt they have to
pay royvalty on production from th2 Reeves acreags just lik=s it was
on the Stats.

MR, MORGAN: This B0~acrs pattern, how would you take
care of this acreage up hzrs?7 It is northz2ast of the fault, I undd
stand that. It might b= productivs acreags. Do you count that as
non-productive acreagés?

MR, BRATTON: I bali:

W

ve it is =ast of ths fault, and it
would not be in the pocl, but und2r any circumstancss it is State
acrsage so the State would get its 1/8 royalty.

MR. PAYNE: As I understand it, Pure 0il is actually
paying doubls royalty on thes= two 40-acre tracts?

MR, BRATTON: That is corract. This costs the State not

-
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on2 c2nte. It costs ths working owners in ths unit some eXtra cost,
Have I satjsfisd the Commissionzr?

MR. MORGAN: T undarstand the answer.

MR. NEAL: It is not ascertained, of course, as I under-
stand Mr. Bratton's statement, that it would be uneconomical from
the standpoint of making a profit to drill on a 40-acrs basis,

MR. PORTER: Do=zs anvonz have any furthar questions of
Mr. Fish?

BY MR. PAYNE

Q Your application is based on the premise to devalop this
pool on the 40-acre pattern would cause the drilling of unn=acessary
wells?

A That is true.

MR. PORTER: 1If thars are no further questions the witndg
may be excused.
JACK DURZEE
called as a witness, having besn praviously duly sworn, testified
as follows:

DIRECT AAAMINATION

BY MR. BRATTON:

Q Will you stats your name, by whom you are employsd and
in what capacity?
A Jack Durss, =mploysd by Purs 0il Company in Houston,

Texas, and the division pstroleum enginesr for ths Southern Divisig

n
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of Pure 0il Company, which encompasses our opsrations in New
Mexico.

Q Have you bsen familiar with the devslopment of ths South
Vacuum Pool?

A I have.

Q And have you tsstifiad previously bafore this Commission
as an expert witness in commaction with this pool?

A I have.

MR. PORTER: His qualifications are acceptable,

Q (By Mr. Bratton) Mr. Duree, vou testifisad in a previous
hearing in connection with this mattsr, and at that time presented
cartain sngineering data?

A I did.

Q You testified with raspect to .the application of Pur: 0il

to conduct an interferenc= tsst and gain additional data?

A I did.

Q Have you conductad that interfsrance test?

A W=z have.

Q Refer to your Exhibit No. 3, pleasse,

A Yes, Sire

Q Refer to your Bxhibit No. 3, please, and =xplan what it
ise

A It is entitled "Reservoir Data, South Vacuum-Devonian

Pool."™ This is the same information that was pressnted previously.
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It 1lists physical properties of the rsservoir rock, the lithology,
the structural features of the reservoir and charactsristics of the
raservoir fluidse Thers is nc change in this data. At the time

it was presented previously it was based on core analyses from
three wells in the unit, thssz wells being the 135, 235 and 335,

We do have one additional cors since that time on tha2 127, It dosg

not change these figures. It was an area of relatively thin pay,

but the weighted average is the same. The lithology, of course, is
not changed, Structural featurss, as Mr. Fish has pointzd out,
have not changed apprecijiably. The characteristics of thz reservoin

fluid are the same.

Q Your permeability avsrage is shown as 226 millidarciss?

A That is correct.

Q In your opinion is that mors than exczllent permeability?
A That is excellent parmeability, particularly for lime-

stone type of reservoir.,

Q Your producing machanism?

A Our producing mechanism is a water drive. I think that
will be borne out better when we get into bottomhole prsssure

determinations that have besen mad=s.

Q Your oil has a low viscosity?
A Low viscosity and extremely low solution gas-oil ratio.
Q So that the physical propsrties of the rock hers are

excellant to support wids drainage?
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A That's correct.

=

Q Is there anything furthar in connection with the physica
propertiss which you cars to bring out?

A No, I don't bsiisve I have anything further., In the
earlier presentation of this particular sexhibit we listed soms
bottomhole pressures which we havs on the other exhibits, and we

did have reservoir temperturse which is 1649,

Q Referring to your Exhibits Nos. 4 and 5; I belizsve 4 is
a graphic production history and 5 is a tabular production history,
showing the same information as is shown on Bxhibit No., 47

A That is correct.

Q Refer to Exhibit 4, th=n.

A Exhibit 4 is a graphic production history of the South
Vacuum-Devonian Pool on which is plotted the number of wells,
cunulative oil production, daily water production, daily oil pro-
duction and bottomhole pressurss through May of 1960,

Thzre is nothing herzs other than the reflection of a very gooé
pool in the comparatively early stages of depletion. The only
thing I would point to that is of particular significance is the
fact that we have, in the esarly days of thes pool, a drawdown in
bottomhole pressurs. At the time it was discovered it was esxpects(
it would be a water-drivzs. To astablish the influx of watsr into
ths reservoir a low pressurzs point had to be establishad. This was

sstablished by removing oil. After we had established sufficient
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difference between that an? the water to sustain the necessary
pressurz drop that the flow of water causes, w2 establishad the
flow of water and, if you will nots, since the early part of 1959
thare has bsen very littls drop in the overall pressurs, which
indicates that the water is moving into the reservoir replacing the
major part of the withdrawals reprssented by production.

Q Your Exhibit No. 5 is just a tabular compilation of the

same information reflected on 3Ixhibit 47

A That is correct.
Q Turn then to 3xhibit No. 0.
A BExhibit No. 6 is a tabulation of the bottomhols pressures

that have been made in the field for each well., Also tabulated is
a cunulative production from sach well at the time the bottomhole
pressurs determination was mads. This information, of course, was
the source information from which the bottomhole pressure curve
on the previous exhibit was prepared.

Q Is there anything further which you cars to stats with
ragard to those pressuress?

A Nothing further. T think perhaps later we will refer to
it from the standpoint, if anyons is curious as to production, as
to the date of the pressurs determination, it is reflected on this
exhibit.

Q Refer to your Exhibit No., 7 and explain that Exhibit, Mr.

Durce?
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A Exhibit No. 7 depicts several pijecss of information. It
raflects the bottomhole pressurss of zach well upon its initial
completion in the field., Tt also reflacts the avsrage bottomhole
prassure for each pressurs detzmination made on the field basis.
In addition, it also reflscts thz bottomhole pressure of ths ons
well that was shut in for interfsrance test purposes, and its
immediate offset, which took double allowable during ths pzriod of
the intsrference test,

Q Mr. Dures, will you show the Commission on the map those
two wells before you procsed further?

A The well that was shut in was the South Vacuum Unit w=zll
Vo, 235, located in the north=ast, southwest Section 35. Its
allowabls was transfarred to South Vacuum well 135, a diagonal off-

s2te. Nuring this period w211l 135 produced double normal allowable,

q And that was for a pariod from August, 1959 until Auvgust
of 19607
A That is correct, for a ones-year period.

M. MORGAN: Did that change ths oil-water contact in
that vicinity in that tims?

A There has been a g=ansral rise of the contact in the
antirs field. We had no 2vidancs of this well bsing adversely
affacted, and I have anothsr axhibit which reflects tssts on that
particular well,.

Q (By Mr. Bratton) WNow, if you will rsfer back to your
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bottomhols pressure survzy and continus.

A On Exhibit No. 7, which is a graphic plot of bottomhole
pressurss, the yellow line follows the averags bottomhols prassure,
0f necessity this curvad portion on the extreme left and of the

curvs is an sxtrapolation bscause we only had one wall in there at
the start, At a later Jats whsn we had mors wslls, mors pressures

considsred in the avsrage, you will notice ths points on the ysllow
lins, there is a small numbsr at sach point which states the numbed
of wells on which pressurss ware taken for this purpose. If you
will also notice the individual pressure points that are plotted,
colored blue, that gives you the first pressurs taken on sach wsll
subsequently drilled in the field. If you will note, thz South
Vacuum 135, upon completion, had an initial ressrvoir pressurs by
bomb determination of 4532, [ne next well, Sinclair 405 XNo, 1,
camz in pressurs 4759; Souih Vacuum Unit 235, ths w21l shut in, had
an initial pressurs 4777. The Mobil State ¥o. 1 had a prassurs of
4810, I would like to point this onz out on thz map, if I might,
This 48510 is some 2S5 pounds low2r than the prsssurz that was
initjally recorded on ths 135, Ths 135 is locatad in the unit; it
is in thzs southwest of tha northsast of Section 35. The Magnolia
w2ll, completad approximataly 7 months later, showed a 28 pound

4
-

lower pressure, and it is located in ths northwsst of ths northeas&
of Saction 27, a Jdistance of sorm=athing in excass of two milss from

ths 135,
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Continuing, we have succassive pressures on new wells, which
ars labellad on the graph, prassures of 4796, 4792, 4787, 4757,
4747, 4748; these new wells, upon completion, have consistently
exhibited lower pressures than wars present in ths reservoir
initially. These pressurss ars detsrminations taken immediately
upon the completion in most caszs (I can't say for Mobil); for
instance, immediately after the wzll had been potentiallad and it
had vary minor fluid withdrawals.

Now, the second featur2 that is raflected on this exhibit is
the interference test, ths prassure psriormance of ths wsll that
was shut in, and the well that took the double allowable,

The Unit 235, the well shut in, at ths time of shut-in, had
approximately the same pressurs the 135 had. It did show some in-
creass initially, for there was a pressure differential from the
w2ll bor2 back into the formation. 1In a period of approximately
three days it pesaked. From then on it has shown, over-all, for thsg
one-~yesar psriod, an eight-pound loss. It has not been a constant
drop. Neither has there bzen a constant drop in the field. Having
taken pressures on thsse extremely short intervals we have rsflectq
to a degree the variation in withdrawal rates as allowablss have
b2en goung up and down, which w2 counsider extremely significant in
that we had, on our shut-in w2ll, followad the same pattsrn of
fluctuation which the fisld as a wiole showed, and also showed a

net drop for the year's period.
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Q You would not =xpect a major drop at this point in ths
development of the pool; is that corrsct, Mr. Dure=?
A That is corract. As pointed out, I belisvs it was on

axh ibit 3, we have establishad enourh pressure gradient to causs
watzr to flow in the ressrvoir., Could ws have conductzd this tast,

started it a year sooner, during the period when we got ths initial
drawdown to establish water flow, it would have shown more drop.

Q While the =ntirs ressrvoir has flattensd out for prassurs
purposss, the shut-in well and ths well carrying a double allowablsg
they have varjed with ths field in their pressure during this ysar?

A That is corract.

Q Those variations ars small?

A Very small.

Q Within the accuracy of th2 bomb?

A That is correct; within the accuracy of the bomb, and on
an individual mesasurement yvou could qusstion them, but having res-
peatad it, and if you will notz, thsre have besn eight pressure
surveys in a period of ons ysar, and by the vary number of the
pressure determinations w2 have had an averaging of any =ffect that
the bomb accuracy would havs causad,

Q In your opinion, doss this Exhibit clzarly dsmonstrate
pressure interference batw22n thz two wzlls tested?

A Yes, sir. It shows vz2ry good interference batween ths

two wells tested; shows vary gecod corralation for the field as a

whole and that, coupled with ths successivaely lower pressurcs
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dztermined for new wells indicats to me w2 have an 2xcellantly,
very well connected reservoir and, of course, we must havs con-
nection if fluid is able to bz shoved through the rasarvoir and
out the well bore by the water encroaching.

Q In your opinjon doess thz svidence reflectad hersconclus-
jvely show that one well in this pool will =fficiently drain at
least 80 acres?

A At least 80 acras.

Q Anything furthsr you cars to say with rslation to this
exhibit?
A I have nothing furthz:r. ®xhibit 8, which follows it, is

a tabulation of ths pressurs dstsrmination on thes two ws2lls and

ths avaerage that was plottad on Zxhibit 7. It is the same infor-

mation.
q Same information jin a tabular form?
A That's corresct.
Q Referring to Commissioner Morgan's inquiry as to possibls

damage by heavy production from ones well, pleass refzr to your
Exhibit No. 9.

A Yes, sir. EBxhibit 9 is a tabulation of monthly wsll
tests taken on the well that was taking a double allowable, No. 131
Thes Commission, in their ordsr, granting us authority to transfer
allowable and shut the w3ll in raquastad a monthly test. These

have bzen filed with the Commission. Actually, the only thing I
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can say, it shows the well staysd in there and producsd with no
troubles whatsoever, no water production; tubing pressurs, with ths
exception of three months, absolutely constant, got suspicious and
checkzd out a gauge, and, as you can see, the last month it was
right back with the others. Tha only thing that is curious on it
the fact there is some varijation in the oil production with a given
choke, This particular wsllwith an extremely low solutjon gas-oil
ratio exhibits--will not stay constant on a given choks. Ws cannot
use an adjustable choke on it. Ws have had to go to positive
chokes, and there is some variation; it will vary from day to day.
With it the well has parformed bzautifully.

Q No changs in gas-o0il ratio?

A No, sir.e We are measuring gas volumes so small that thay
reflect some variation, but in my opinion, no variation at all
considering the extremely small volums of gas.

Q Refer to your largse =xhibit, now, which is on ths board;
your bottomhole pressure map.

A Exhibit Yo. 10 is a contour map, isopach contour map
preparad on pressure determinations taken during June of 1960. Thd
outline of the field is indicated as the hsavy red line which is tH
oil-water contact. This map, to g=t any character at all, had to
bz contcured on two-pound incremznts, which is 2xtrsmsly small.

We have traced in rad ths two t2n-pound increments which do appear,

and, if you will notice, using a ten-pound incrsment you only havs

is
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two contour lines for the field. The lowast pressure recorded was
4749, the highest 4765, a total pressure variation across the fislg
of 16 pounds. In the arsa of our interference test the well that
had been shut in showed a pressurs of 4765; the well taking double
allowable 4758; the highsst pressure in the field, 4765, Again,
this merely illustrates that we have sxcsptionally good communi-
cation across this reservoir,

Q It is, jmst for all practical purposes, a flat pressure
map; is that correct?

A For practical purpos=zs it is flat.

Q Do you have anything slse you care to state with refsreang
to your Exhibit No. 107

A No, I do not believe I do.

Q Mr. Duree, with respsct to the development in this pool,
will you express your opinion as to whether,the rate 'of encroach-
ment of water would be greater on 40-acrs spacing or on 80-acre?

A The rate of water encroachment will be greatsr on 40-acrg
spacing. The additional allowable granted an 80-acre well is one
squivalent or basic allowabls. If you will drill on 40's you will
not have double the numbsr of wells, of course, but you will have
more wells and your total withdrawals from the field will be greatq
Now, with a greater withdrawal rate the rate of encroachment of thg
water up the structure will bz grzatar. Now, this is admittedly a

dolomitz limestone raservoir, and our sxperisnce with natural watern

Lo
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drives there is not as =Xtznsive as it is with sand, but I think
it is pretty well accept=d that in a natural water drive your

efficiency of recovery is =snhancad if you do not bring ths water
in .too fast to permit the watzsr, by virtue of its surfacz tesnsion

and viscosity, to penetrate into ths tight sections and shove ths
0il out. There has been a lot of published data on this, and
various criteria have been sstablished. It is pretty widely accapt
there is a practical 1limit bsyond which you should not bring water
into the structure. In this particular structure, these of nacessi
must be rough estimates becauss we can't forecast exactly how the
withdrawal rates will vary with market demand and the like, but on
a 40-acre allowable we would havs, roughly half again faster en-
croachment of water than we would on 80.

Q Your 40-acre allowabls factor is 5.67 and your 80-acre,
6.67.

A That's my understanding.

Q Actually you would havs a slower rate of withdrawal on
the 80's?

A That is correct.

Q This would not reduce ultimate recovery; it would increag

A It is in the dirsction that should improve the rscovery.
Q Will you state, brisfly, vour economic analysis of this

pool, Mr. Duree?

ed

ty
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A The =sconomic analysis of this pool, as was pointad out
in the summary, we fsel the rsssrvs is such that w2 can pay out
the wslls on 40 or 80, The profit ratio, or ratio of profit to
investmant on 40-acre spacing is approximatsly 3.2 to 1; on 80-acrg
spacing it would be around 45, As I pointed out szarlisr, the 80-
acre rule does not result in half the wells o a 40; it will b=
something more than half, so it is not a direct ratio.

Q In other words, you ar=s not stating that 40 acress would
recover more o0il than 80 acres?

A I am not.

Q Your rate of return is diminished because, actually, you
havs some w2lls in effect drilled on the 40-acre pattsrn?

A In drilling undar th= =sxisting land conditions and the
rules we were working und=r we havs some wells in effsct that havs

been drilled on 40.

Q In your analysis you havs not taken into account the dry
holes?
A No, sir., This is strictly on the basis of the average

recovery that a well in this fisld, that was a wesll, could sxpect.

Q This is not a discounted factor?
A This does not taks any discount back to present day worth
Q Anything furthsr you care to stats with regard to the

economics of this pool?

A No, I have nothing furthsr to state., That is simply it.
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Q If there was 40-acrs psrmanent spacing in this pool, and
if competitive situationswers to sst off a 40-acre drilling pro-
gram, approximately how many wslls would you envision could be
drilled in that pool, additional wells?

A I would =znvision that w3 would drill betwesn s2van and

nine wells., I have to make a spread there because, as pointed out

earlier, for the southwest flank thers is no control on the dip yet

Q What are the approximate costs of these walls?

A We are averaging out about $240,000 a well; our initial
wells, of course, were considzrably higher. Others are coming a
little under, but it looks like ws will average that for the wells
that will have to be drillasd.

Q And, in your opinion, would the drilling of those wells
result in any additimnal increass in production of oil, ultimatsly?

A I don't think it would result in any additional recovery
of o0il from this reservoir. W2 are dealing with water drive. The
wells we have there have gotten into the top of the structure.
Having gotten there you have got a straw at the point where the
last oil will come out.

Q Mr. Duree, in your opinion would the drilling of these wg
on 40-acres be the drilling of unnacessary wells within the meaning
of our statutes?

A Yes, definitely.

Q Will you detail to the Commission what we ars raquesting

1ls
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in this hearing?

A We are requesting thz2 promulgation of an 80-acre spacing
rule for ths South Vacuun Pool. Wz would recommend that thase bs
flexible rules as to well location and as to the formation of ths
80-acre tract. On that point I would like to emphasize we ars
dealing with water drive reservoir, an edge watsr drive ressrvoir,
and the oil produced from the fisld comss from the bottom of ths
fieldse 1In other words, a w21l on top of the field, under ths
natural functioning of a watsr drivs, produces a barrel of oil, buf
due to migration up structurs from the water coming in that barrel
is replaced. Consequently th> flaxible rule pemits a man with an
2dge tract to get in and get oil from a high structural position.
Even then he is going to suffsr some migration, but that is the
nature of the drive. The flexible -~ as we have pointed out, if
the Commission feels we should stay with fixed locations, in that
event we would recommend that the locations be tied to the NE/4 and
the SW/4 of the quarter section. As the field is now developed the
South Vacuum Reeves 236 would rsquire an exception to this. Follow
ing up the field, Mobil's Section 27, Wells 1 and 2, would both
require sxceptions; Sinclair 403 No., 3 would be an sxception., With
those four exceptions ths wslls that have bean drilled would fit
the pattarn. In the evant of that we would still suggest that
some latitude as to how ths 80's are formed be given. By doing tha

ws could stick within the governmental sections as they have been
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laid oute We would recommend that the 80's allocated bs within

the pool limits. With respect to the Reeves' wells, the 226 is
drilled on a 40-acre leass. W= would rscommend that this well be
granted a 40-acrs allowable, and an exception to the rule is nsedsd
to grant that. The Resvaes 42¢ is drilled on a 120-acre tract, How
ever, only 40 acres lie within the pool limit, and ws would recom-

mend it, too, be granted a 40-acre allowabls,

Q Those are the suggestions?
A Those are our suggsstions; yss, sir.
Q Mr. Duree, on the basis of your study of this pool, in

your opinion would an 80-acrs proration unit be an area that can
be efficiently and economically drained and davelopzd by one well?

A Yes, sir,

Q In your opinion would an 80-acre spacing and proration
unit prevent the drilling of unnecessary wells?

A It definitely would.

Q Would the rules which you have proposed hers today pro-
tect the correlative rights including those of royalty owners?

A Yes, sire.

Q Would they result in the prevention of waste and the
avoidance of the augmentation of risk arising from the drilling of
an sxcassive number of w=lls?

A Yes, sir.

Q Would they prevent the reduced recovery which might re-

sult from too few wells?
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A We don't think there would b= any reduced recovery from
the standpoint of draining. We fsel the 80 acres will taks care of
it very well,

Q Would the application to this pool of the statewide 40-
acre proration and spacing unit rule, in your opinion, result in
the drilling of unnecessary wells?

A It definitely would.

Q Is there anything further which you care to add?

A I question if it has a place here, bscauss it is not
specifically connected with this fields I think it is significant
that we have seen some similar work in other states. I refer
specifically to the Aneth cass which has been going on for so long.
We have not followed it ourselves, in that our operations there arg
coverad from another offices. Ws are struck with the similarity as
to the reservoir rocks in thz Ansth and in the Vacuum. We have a
little lowsr porosity than they do. We have quite a bit higher
perm=ability. The major diffzrsnce is the fact we ars dealing with
a water drive mechanism where they have besen dealing with solution
gas drive, We think that a lot of the information thers, parti-
cularly as to variations vertically in the reservoir, havs borne
out a lot of the things w2 havs had in the industry as to the
producing mechanism within thess reservoirs, and the similarity
there, we think that ths main thing -- the comparison is good; we

have just got a more efficisnt recovery mechanism in this instancs




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 35

than they have.

Q Are you referring to an articls which appeared in the
g P

0il and Gas Journal of August %, 1960, on page 757

A That appeared there, and I have seen a numbsr of other

places. This is a pretty good summary of the testimony there,
particularly the pertinent parts.

Q  Did you preparz Pura's Exhibits Nos. 3 through 10, or
were they prepared under your dJirsction?

A I preparsd them in part; the remainder were preparesd
under my direction.
Q Do you have anything further you care to offer?
A I have nothing further.
MR. BRATTON: W2 would offer in evidence Pure's Exhibits
Vose 3 through 10, and I would like to offer in evidencs, 0il and

Gas Journal, August 8, 1960, article appearing on Page 75, as

Pure's ®xhibit No., 11 as an article of a trade journal in the
industry and a recognizsed scientific publicatijon.

MR. PORTER: Any objsction to the introduction of these
exhibits? Exhibits will be admitted to the record. Any qusstions?

CrOSS EXAMINATION

BY MR. PAYNE:

Q Mr. Durss, do vou bzlieve the ultimate recovery of oil
from this pool will be as grsat on a flexible pattern as it will bs

on a rigid pattern?

v
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A Yes, sire I think the only difference it would make
would bs a little differzncs in the time it would take to do it.
Q And the fact that, perhaps, the additional oil that pre-

sumably you would get if the pool was completcly drillsed up on a
rigid pattern would be offsst by the fact you might have some un-

drilled locations on ths rigid pattern?
A I think you are going to get the same amount of o0il on a
rigid or flexible pattern. Tharz are some edge leases which might

produce a little longer if thsy had flexibility on the =2nd of it

to put the well; that would shortsn the time, not increass the

Q Might you also havz undrilled locations if you requirs
an opsrator to drill to a narticular 407

A That is correct.

Q It is actually dasirable in a water drive pool to have
the water encroachment wniform, is it not?

A That is correct.

Q On a flexible pattern, where you bunchsd your wells, so
to speak, do you still get a uniform water sncroachment?

A Yes, you should get it unless you are fighting an extrems
tight permeability which we don't have here.

Q Any present plan, or has there been any discussion relatj
to unitizing this entire pool?

A No, sir, there have not. I would say that would await

ly
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further observation of the prassure performance of this field. As
I pointed out, ws have a water drive. We have drawn the pressure
down sufficiently to establish ths flow of water into th= rassrvoir
That is good. Now, the2 remaining question is ons that only perfoqL
rancs will answer for us: How big a body of water do w3 have to
supply this water that is corming in? Most of your watar drives
operats from the expansionof water. If we havs a~ough watsr con-
nected into this reservoir w2 will desplete it undasr competitive
opsrations under natural wat2:> drive. If this body of watar is not
sufficiently large we will havs a psriod of lavel or extremely
slow rate of pressure decline, and then when we havs reachzd the
2nd of it insofar -as the sxpansion of water is concerned, the
prassure curve will go back down at a steepar rats. When that
datz comes we would hav: to suvplomznt ths ensrgy by injsction. In
that case I think unitization would be in order.

Q Does the South Vacuum unit agreement rsquirs that the

unit bz developed on whatever spacing pattern the Commission has in

A To thz best of my knowladge I think it is silent on that.
I havs read it, but it has bssn a long tims, and I can't say for
Surs.

Q I presume then at least one of the Resves Brothzars' wellg
was drillad prior to the fomation of the uniz?

A No, sire. It was drillsd after the formation of the unit,
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Q fou undarstood it was drilled on a 40-acrs pattarn be-
causs of offsset obj=sctions?

A That is correct. This is the unit area outlinsd in vella
All of the working intersst ownsrs have joined the unit; all of thg
royalty interests have joined ths unit, with the exception of -- it
is 180 acres, made up of one 40-acre tract and one 120, ownad in
fes by the Reeves. They did not sign the unit agrsement. As a
consequence they look to the unit, as far as that tract is concerng
they look to the unit as if it were the only tract ths unit had.

Q Inasmuch as you have d=vsloped the unit, with this
exception on an 80-acrs pattern, and you could continue to do so,
I taks it that what you really want here is an additional allowabls
an 80-acre unit gets?

A Yes, sir; we want the additional allowable an 80-acre
unit will get. We think drilling on 40's is unnscsssary. If we dqg
not have an 80-acre allowablz our rats of return changes, and we'd
have to re-examine our picturz, but wes don't feel that, from ths
standpoint of getting thz ressrve this field repressnts, that thoss
wells are needed.

Q An area outsid= might be devslopsd on 40's in order to
protect the unit; you would have to dsvelop the =dge wells of the
unit on 40's?

a Yes, sir.

Q Inasmuch as the volume of casing head gas produced by

We

d,
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these wells is relatively small, is that bsing flared?
A No, sirj; that is going to market. Phillips Petrolsum hag

a low pressure gathering system and it is being marketed,

Q Do you feel interfersncs tests are a good way to determin
drainage?
A I feel that they ars ons very good tool. By thamsslves,

I think no one tool is ths arswer, and I don't belisve any of our
engineering personnel would sav that, but that, coupled with ths
repeated occurrencs of lower prsssure on the new wells as we dis-
cover them; that plus thz over-all psrformance of ths field, makes
a very clear picture. Now, an interference tsst in a solution gas
drive, whsre you do show quicker pressure declines, I think would
be a more startling picture, perhaps, but would still be the same
picture.

Q Have you compar=d this ressrvoir with any other Devonian
pools in southeastern New Mexico?

A We have no op=srations. We have compared them only from
the standpoint of publishsd data available to us.

Q You haven't made a specific study comparing with any
other Dzvonian pool on 80-acrs proration units?

A I haven't from the standpoint of having the information
to go through and saying, "Our porosity is 7% and theirs is 8.0
I have from the standpoint of looking at the way the pressurs has

performaed and the way the information is reflected, have comparesd

e
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them to those, but haven't hal an occasion to make a detailed study,
Q As a matter of administration, by the Commission, if you
hav2 an S0-acre spacing pattarn in a pool you drill a wsll on sithd
40 and g2t a dry hcle, Low much acresage do you think should be cond
sidared dAry?
A That is a question that occurs repeatedly, and from the

Commission's standpoint I can see it is a complicated thing. It ig

obvious that only a portion of that 80-acre tract is undsrlain by
oils Now, in the case of this pool, I have rscommended flexibls
because the man with that =dgs tract, if he want in the other end
he still won't produce the oil that is under his tract of land. It
is going up structurs. In thrat case I fs21, although actually
only say 40, 50, 60 acrss is undasrlain by oil, sven if you give hin
the 80 he still isn't going to g2t the oil under his lins. With
thz solution gas drive raservoir I think it is another problsm,
Q No matter what you allow him to dasdicate, it wouldn't
impair correlative rights, than?
A In this particular instance; I am taking that on tha fact
w2 ars dealing with water drivs,
MR. PAYNE: Thank you.
MR. PORTER: Anyonz 21527

BY M. RAMEY:

Q Mr. Durss, 40-acrs spacinz you said you would have to

drill about ssven or =ight wells; is that correct?
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A That's correct -~ I bzalisve I said seven to nine,

Q That would give you around 20 wells in the pool?

A That is correct.

Q On 80, how many would vou have to drill?

A On 80's, I don't know. I do know we have ths southwsst

flank wide open. I think definitely that question is still before

us. You can't get any answer until you get ons well out thers,

Once that is answered, then it is a new question once you have that

information.

Q Assuming your water-oil contact is correct; would you say
you had about two or thress wslls?

A That would be about right,.

Q And with the rigid spacing, how many wells do you think
you would have to drill?

A I think the problem is as I outlined it. We would havs
to see what the southwest flank looked like. With ths rigid there
would b2 less drilling than thsrs would be with the flexible, pro-
bably, but until you know that ons pisce of information you are
just speculating.

MR. PORTER: Any further questions? Witnsss may bs
sxcused.

MR. BRATTON: That is all ths testimony. I would like td
maks a statement.

MR. PORTER: Doss anvone have any further tastimony?

2
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MR. NEAL: I would liks to move the incl usion in the
record of the former hearings, reforence to the former hesarings
relating to this 80-acrs, so ths whols information will b= in ths
record.

MRe PORTER: Any objection to the counsel's motion?

MR. NEAL: And then T would like to makes a statement of
arbitration when the time comes.

MRe PORTER: Let th= racord show that thz records from
the previous hearings will bs included in this cass.

MR. NEAL: Perhaps I'd bstter stats our position. Based
on all of the evidence that has buen taken, we would object to the
80-acrz spacing in this fiasld unlsss ths Commission were to allow
the sxcaption of the Reeves acrzage from that &0-acre spacing. We

feel 1ike if we leavs ths Resvss acreag

0}

on the 40-acre spacing,
that is the acreags controllzd by the fisld rules, we actually havsy
no basis upon which to objzct to ths spacing in the rsmaindzsr of
the field. W= do, however, dz:finitely fesl that we havs a valid
objection to thz creation of R0-acre spacing in the field unless
the excaeptionis made, The two w2lls that havs bs2sn drilled on
the Reasves'! tract have besn drilled undsr the orders of the Com-
mission providing for 40-acr= spacing. Thes allowables ars estab-
lishzd. We have no other acrzags in the field which can bs dadi-
cated to those wells, and we feel lik=, to establish 80-acre spacing

in the 7isld without making an sxception as to our acreage would bAo
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a denial of our property rights without due procsss of law, and
in addition to that it would seriously affect the revenuss to be
obtained by the State of New Maxico by resason of the fact that if

w3 werg put in a situation whore we had 80-acre spacing without an

exception we would only have 40 acres, for example, in each of
those wells to dedicats, and if that gave us only us only 40 acres
of an 80-acre allowéble, our royalties would be cut in half,

You have a rather peculiar situation, that the State also gats
royalty on those wells, becauss under the unit agresment they are
actually having to pay double royalty under the contract agresements
on those two wells, so at the same time the Reeves boys wsre losiné
half of their royalty, the Stats would be losing almost an equiva-
lent amount, 90 percent of it, and we think unless the exceptions
are made that definitely we would be trzated unfairly and probably
our constitutional rights would b2 involved in it. We would be
deprived of our property without dus process in light of the fact
they were drilled under rulss and rsgulations which provided for
40-acre spacing.

MR. ANDERSON: =R. M., Andarson, Sinclair; we are an
operator in the field. W2 ars also a working interest owner in theg
unit. We wish to concur with thz conclusions drawn by Pure from
its evidence. We wish to concur with the rscommendations of Pure,
and with regard to the two 40-acre wells on the Resves propsrty, wg

wish to concur that an 2xception bz granted for those wells, and
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we feel this is justified b=causs the wells existed prior to the
adoption of the proposed rulzs.

MR, SETH: Oliver Soth, Shell 0il. Shell 0il concurs in
ths application of Pure, We balisve the testimony and ths svidencs
supports ths application. Shell has no objection to the allowancs
of 40-acre allowables to the zwo Rzeves wells, the existing ones,
We don't believe that should b2 prscedent for any futurs action,
and wz don't necessarily concur in Mre. Neal's analysis of the
rovalty situation on that. W= t ink it is just a practical prob-
lam, and we have no objection to that solution of it.

MR. BRATTON: If the Commission pleass, first of all, I
would like to concur in Mr. 5=2th's statement. I .bzlisve it is a
practical solution to a problem that presents itself, and certainly
we do not concur in the analysis as to Stats royalty, which we
think is unaffected. Thz State gets the same royalty out of this
pool regardless.

Gentlemen, I don't propose to belabor this thing at langth
because I know you havs bszn sitting hers for two and a half days
and your courtesy and attsntion is certainly appreciatad. I do
wish to say that this cas2 is a vary significant one and for that
purpose you will pardon ms if I rsfer to my notass, because I don't
want tc miss anything in connzction with it.

Turning first to thz physical propsrtiss of this ressrvoir, I

will stats briefly that T think it has bsen conclusively sstablishs

y
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that there is continuity, psrmsability, viscosity, pressures and

a drive mechanism which are excellent and which will substantiate
80-acre spacing, and mors. I know that in some quarters thers is a
theory that in some pools mors wells, more ultimate recovery. That
is just not the situation in this pool with this drive mechanism.

I think it has besn conclusivzsly sstablished that one well will
afficiently and economically drain this pool.

Now, that is the first requirement of our statute, that a wesll
efficiently drain the pool. Certainly if there was any question
about a well in this pool =2fficiently draining 80 acres, or the
development of this pool on 50 acres not sfficiently draining the
pool, w2 would be reluctant; w2 would not be hers before the
Commission.

However, there is no doubt at all but what a w21l will do it.
Now, referring to the othar featurss of our statutes pertaining to
proration unit for a pools Thz Commission has besn through this
so many times I hesitate to rsad it, but I think, in view of the
fact that I do consider this to be a significant and a landmark
case before this Commission, we should go ahesad and amalyze it with
raspsct to this statute,

The proration unit, of courss, is an arsa that can be =ffi-
ciently and economically drained and daveloped by one well. That
is what it is. Now, ths statutz goss on to say, "The factors that

the Commission shall consider. . "™ But first of all, the pro-
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ration is such that can bas efficiently and =sconomically drained

1

.
ot

fficisntly, we have proved; economi-

s

and developed by one wsll.
cally, w2 have stated that this pool can be sconomically davelopad
on 40 acrzs if you consider sclsly the fact that it can bs drillad
and that a profit can bes mads on 40 acres. That does not dismiss

for one moment the fact that the drilling of this pool on 40 acr=zs
results in the drilling of unnscsssary wells, It is just sticking
that much money down a hol2 in thz ground over there; no purposs
served by it.

We referred in our presartation to the article in ths 9il and

Gas Journal, which is hsadsd, "Utah's Aneth May Halt Close Spacing
Arguments.” 'Overwhelming volums of tastimony convinced Utah
Commissioners that 80-acre spacing was close enough"; "Attitude of
many closs spacers may bs chanesd as a result." Thay ars somz of
the articles pressented on the An=th hsaring.

I know this Commission is tired, and I am tirsed. I sympathizs
with ths sign on the desk of somsbody of the staff, "I don't care
how they do it in Texas." I svmpathize; I don't care how thay do
it in Utah. We have a Commissijon, and thsy havs kspt abreast and
ahsad of the times. Nevsrtheless, in the Aneth case, ovaer $20
million went into that cass. As a rzssult of that thsy wers con-
vincad, in a hotly contestzd cas=, that 80-acre spacing was closs
enough in a reservoir without n=2ar thz parformancs of this raservoi

Now, this Commission, as I say, has don= an =xczllent job.

Lo
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You have kspt abreast and akesad of the times. I think I stats thes
situatjon corrsctly when I stuats that this Commission has rsalizad
and has accepted the principls of =sconomic distress in spacing;
that is, when the opsrators can convince ths Commission that it is
an economic necessity to have widz spacing, that thsy cannot afford

to drill on a nearer spacing. Ths Commission has rsalized that

nzc3ssity and has gone to thz widsr spacing. Csertainly we realizs
that in that type of situation ths Commission will give ths opsr-
ator ths benefit of the doubt, and, on the othsr hand, ws realize
full w=1ll that were you to coms to the Commission with a cass such
as this one, where you dc¢ havs a profitable ressrvoir, ths burden
of proof on the opsrator is h=avisr., W2 must convince the Com-
mission beyond a shadow of doubt that drilling on 40 acres is un-
na2cessary and will rssult in just shecsr waste. We think we have
done just exactly that. I don't think thers is a member of the
enginassring staff of this Commission that will advise ths Commissig
that the drilling of wells on 40 acres in this pool is necessary tg
prz2vent wast2. Certainly thare can bs no question but what ths
additional $2 million or so that would bs spant would bes wastzad.
We have come bafore this Commission today; ws have brought thd
rasults of an interfsranc2 tsst, all the data that has be2n accumu-
latsd from this pool. We think that it is clearly and definitely
2stablishzd that a w2ll will 2fficisntly drain 80 acrss; at least

80 acres in this pool. T don't think it is the policy of the
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Commission that, rsgardlzss of ths ovarwhelming svidence, that ths
Commission is going to dz2ny an application such as this simply
bacaus2 the pool is economic. I am just surs that is not tha polig
of this Commission. I cartainly do bslisva that ths Commission is
awars that this case is D3ing obsarved closely as to th2 policy of
this Commission. Certainly it is to be reflsctad in the attituds
of ths oil operators of ths country as to the risk involvad in Naw
Msxico, and the possibilitizs of return therafrom. Certainly land
pricss in this stats havz bacoms dicrsasad. Ws rsalize that] ths
results of ths sals show that, The n2cessity of rejscting bids in
Lza County, New Mexico, shows that w2 ars in a compatitivs situatio
with thesse othar states. Ws ars in a compstitive situation in ths
world markat. If ths opsrators are convinced that, regardlsss of
th2 typ2 of tsstimony, rzgardlsss of the volume and the fact that
they can establish absolutaly that a well will drain 80 acras at
this d2pth, that they ars going to b2 rzsquirad to drill it on 40
acres, that cannot help hut b2 r=2flscted in thsir attitudz and
thinking towards New Maxico,

As I say, I appraciats tha courtssy of this Commission in
sitting here after two and a half days. I believe this is an
important case, and apprsaciatz2 your closs attention. Our Commissio
has in the past, in this hzaring, racognizad ths nzcessity of
changing times. You havs just hsard testimony partaining to changi

the depth allowablz. That was nzcassitated by ths changs of timss

ng
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in the development of th2 industry. I think that ths changsz in

times and th=2 devalopment ot ths industry will bs racognizsd by ths
Commission in this casz by th2 granting of the application of Purs
0il Company. Thank you.

MR. PORTER: Any furthsr stataments to b2 offsrad in this
case?

MR. PAYNE: Wz racaivad two communications; onz from
Unjon 0il Company of California and one from Socony Mobil 0il, both
supporting ths application of Pur=2 in this cass,.

Union 0il Company's communication was in thes form of a tele-
gram, dated August 15, 196C, ssnt from Midland, Tsxas, addressed to
Mr. Portar, Director, Qil Consz2rvation Commission:

"Union 0il Company of California, thz ownzr of a working
intarest in the South Vaccum Unit, South Vacuum-Dsvonian Pool, Lea
County, New Mexico, concurs with the application of the Pure 0il
Company in Case Number Onz Six Thrss Four." Signed, "Union 0il
Company of California, by J. S. McNulty, Division Superintandsnt."

A letter was receivad from Mobil 0il Company, A Division of
Socony Mobil 0il Company, Inc., P.0, Box 2406, Hobbs, New Mexico,
addressad to Mr. A. L. Porter, Jr., Secretary and Director, New
Mexico Cil Consarvatimn Commission, and dated August 16, 1960:

"Socony Mobil 0jl Company, Inc,, dssires by this lattar to
anter their support in Casz #1634 to Pure 0il Company's application

for establishmant of 80-acr2 proration units for ths South Vacuum~
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Devonian Pool, Lea County, Texas. Socony Mobil is the operator of

two wells of the twelvs wells in the pool, and from our study of
this pool we feel that ons wall can affectively drain 80-acras or

more and that no reservoir damage will occur at the rasulting higha
proration rate.

"Thersfors, Socony Mobil 0il Company, Inc. respsactfully rs-
quests that the Commission adopt 80-acre proration units for this
pool." Signed, "C. He Samples, Producing Superintandent.”

MR. PORTER: 1If there ars no further statements to be
offerad in this cases, w2 will takes ths cass under advissment.

Hearing is adjourn=d.

(Whereupon, the hearing adjournsd at 10:30 A.M., August 19,

1960.)
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STATZ OF NEBW MEXICO )
) s

COUNTY OF BERVALILLO )

I, JUNE PAIGE, Court Repert2r, do hareby cartify that ths

foregoing and attached transcript of procesdings bafors thz Vaw

Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a

trus and corract racord to ths bast of my knowlzdgs, skill and
ability.

IN WITNESS WHZREQF I havs affixed my hand and notarial s=al
this 15th day of Ssptember, 1960,

FERN o

i ~
o Kup@

Notiy& Public —,QGurt Ravortar
i s

My Commission 2xpirss:

May 11, 1964.




