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B3FORE THE 
OIL CONSERVATION- COMMISSION 

SANTA FE, NEW MEXICO 
August 18, 1960 

CAS 3 

NO. 2050 

IN THE MATTER OF: 

The hear ing c a l l e d by the O i l Conservat ion Com
miss ion on i t s own mot ion to consider amending 

: 505 (b) of the Commission Ru] os and Regu
l a t i o n s to o s t a b l i s h p r o p o r t i o n a l (depth) f a c t o r s 
f o r o i l w a l l s in excess o f 14,000 f e e t . 

BEFORE: 

Honorable John Burroughs 
Mr. A. L. Porter 
Mr. Murray Morgan 

TRANSCRIPT OF HEARING 

MR. POKIER: Next case to be considered is Case 2050. 

MR. PAYNE: This involves a hearing held by the Oil Con

servation Commission on i t s own motion to consider establishing 

proportional depth factors for walls. 

( V i t n 3 s s s "rfo rn.) 

DANIEL S. NUTTStt 

a w i t n e s s , c a l l e d by and on b o h a l f o f the O i l Consorvat ion Commission, 

hav ing boon d u l y sworn, t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

DY MR. PAYNE: 

Q W i l l the witness please state his namo? 

A Daniel S. Nut t o r . 
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Q What is your capacity with tho Oil Conservation Commissi1 

A Chief Engineer with the O.C.C. 

Q Mr. Nutter, you are f a m i l i a r with the application in 

Case 2050? 

A Y-as, s i r . 

Q And you are aware i t was c a l l e d to consider the e s t a b l i s h 

ment o f depth f a c t o r s f o r o i l we l l s i n excess o f 14,000 f e e t only? 

A That i s c o r r e c t . 

Q And have you made a s tudy i n t h i s regard? 

A Ye s • 

Q Would you g ive a b r i e f , b r i e f h i s t o r i c a l resume as to 

the depth f a c t o r contained i n Rule 505B? 

A In 1945 Gul f O i l Corpora t ion had d r i l l e d f o u r w e l l s to 

the Drinkard Poo l . These were regarded as deep w e l l s , and cost 

f rom $100,000 to $150,000 apiece . These ware the days o f CPA and 

o i l was s e l l i n g f o r $1.15 a b a r r e l . The payouts were regarded as 

extremely l o n g . Gulf O i l decided depth f a c t o r s f o r these deep 

7,000 f o o t w e l l s should be adopted to permit a f a s t e r pay o f f . As 

a r e s u l t , A p p l i c a t i o n No. 62, a d v e r t i s e d : " I n the mat te r o f the 

p e t i t i o n o f Gul f O i l Corpora t ion f o r r e v i s i o n o f s ta tewide Order 

No. 505 (b ) to p rov ide f o r i nc reas ing the o i l a l lowable progress ive 

f o r pools producing below 5,000 fee to The case was c a l l e d and was 

heard on May 14, 1945. 

As a r e s u l t o f the hear ing the Commission appointed an i n d u s t r 

l y 

y 



PAGE 3 

committee to s tudy the p rospec t ive w e l l f a c t o r s f o r deep w e l l s . Th 

committee was charged w i t h a d v i s i n g the Commission upon the f o l l o w 

ing ques t i on : "What should be the a l lowables f o r deep pools?" The 

committee met on September 28, 1945, and recommended to the Conuniss 

l a t e r t h a t the Commission adopt the depth f a c t o r s which Gu l f had 

proposed• 

Mow, when Gu l f f i l e d t h e i r a p p l i c a t i o n they submit ted a p ro 

posed order f o r the Commission, and at tached to the proposed order 

was a summary o f the manner i n which tire depth f a c t o r s were de te r 

mined by G u l f . The summary o f the manner i n which those depth 

f a c t o r s were der ived i s reproduced from G u l f ' s o r i g i n a l a p p l i c a t i o n 

and i s entered here as E x h i b i t No. 1 . There were two minor changes^ 

three minor changes, t h a t were f i n a l l y adopted by the Commission. 

The depth f a c t o r s f o r the depths 10,000 to 11,000, 11,000 to 12,000 

and 12,000 to 13,000 f e e t contained ve ry minor e r r o r s , and those 

numbers were rounded o f f a l i t t l e b i t i n order to come out to the 

nearest even b a r r e l . 

A f t e r s t u d y i n g t h i s E x h i b i t , or t h i s c a l c u l a t i o n which was 

attached to G u l f ' s a p p l i c a t i o n , I de r ived the fo rmula which Gul f 

used i n e s t a b l i s h i n g these depth f a c t o r s . We have used t h i s same 

i d e n t i c a l f o r m u l a and extended the f a c t o r s on beyond the p o i n t wherh 

they are c u r r e n t l y c a r r i e d i n the Rules and Regu la t ions . 

I s h a l l go back a l i t t l e b i t and say t h a t a f t e r the committee 

made i t s recommendation t h a t the Commission adopted the f a c t o r s ; t h 

K 
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Commission, by i t s Order No. 637 dated February 7, 1946, d i d adopt 

G u l f T s deep w e l l f a c t o r s . However, the f a c t o r s were c a r r i e d on ly 

down to a depth of 12,000 f e e t , a l though Gu l f had recommended depths 

to 15,000 f e e t . The Commission d id p r o v i d e , however, i n Order No. 

637, t ha t the Commission cou ld , i n execu t ive sess ion, provide an 

equ i t ab l e p r o p o r t i o n a l f a c t o r i n Sec t ion 2C i n any pool discovered 

at any depth range below 12,000 f e e t . 

Q What, then , i s the neces s i ty f o r t h i s hearing? 

A No. 637 was superseded by Order No. 505, i f not super

seded b e f o r e . The re fo re , there i s no execu t ive session provided by 

any o f the Rules and Regulat ions f o r the es tab l i shment o f depth 

f a c t o r s i f deeper p roduc ing hor izons are d i scovered . 

Q Would you r e f e r to E x h i b i t 1 and e x p l a i n i t to the 

Commission? 

A A t the time t h a t these c a l c u l a t i o n s were made by Gul f the 

normal u n i t a l lowab le f o r southeast New Mexico was 45 b a r r e l s a 

day. G u l f , i n making the computation here, assigned to a w e l l t h a t 

has a depth range of from 0 to 5,000 f e e t , 45 b a r r e l s . They then 

s a i d , " W e l l , i f a w e l l i s d r i l l e d f rom 5 to 6,000 f e e t deep, an 

a d d i t i o n a l 15 b a r r e l s o f o i l should be assigned t he r e , by making 

the a l lowab le f o r the w e l l 5 to 6,000, 60 b a r r e l s ; d r i l l e d to a 

range of 6 to 7,000 f e e t we should give i t an a d d i t i o n a l 15 b a r r e l s 

o f o i l above and beyond what the w e l l f rom 5 to 6,000 f e e t has, an|d 

then an a d d i t i o n a l 5 b a r r e l s on top o f t h a t . " So, i f you w i l l note 
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i n the r i g h t - h a n d column o f t h i s e x h i b i t , you w i l l see the a l l o w 

able increase above the preceding 1,000 f o o t b racke t increases a t 

a constant ra te f rom 15 to 20 to 30, to 35, and so on down to 60 

at a 15,000 f o o t dep th . We app l i ed the same formulas used i n 

de te rmining the e x i s t i n g f a c t o r s down to 18,000 f e e t , and from t h a t 

we have e s t ab l i shed what the a l lowables would be. Then we worked 

backwards i n t o i t , and determined what the depth f a c t o r s were, and 

have p l o t t e d the depth f a c t o r s on E x h i b i t No. 2 here . 

Q Exp la in t h a t . 

A The l i n e which goes f rom 0 to 5,000 f e e t , over to 13,000 

to 14,000 f e e t shows the e x i s t i n g depth f a c t o r s which are i n use 

today . By using the fo rmula we haven ' t found i t necessary to 

e x t r a p o l a t e t h i s curve ; i n s t ead , we can a c t u a l l y c a l c u l a t e the 

p o i n t s f o r the depths i n excess o f 14,000 f e e t . We used t h i s 

fo rmula and went ahead and computed depth f a c t o r s to 18,000 f e e t . 

The depth f a c t o r i n ex i s t ence , 13 to 14,000 f e e t , i s 8; next range, 

14 to 15,000 f e e t , our computed f a c t o r i s 9 .33 . The next range 

from 15 to 16,000 f e e t , and the computed f a c t o r i s 10 .78; f rom 16 

to 17,000 f e e t , computed f a c t o r 12 .33; and f rom 17 to 18,000 f e e t 

the f a c t o r i s 14 .00„ 

Q These are a l l 40-acre p r o p o r t i o n a l f a c t o r s ? 

A Yes. 

Q To get the 80-acre you add one? 

A Add one normal u n i t a l l o w a b l e . 
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Q I f I understand you cor r e c t l y you say you calculated 

these additional factors using exactly the same method o r i g i n a l l y 

used in calculating the factors now ir existence? 

A That is correct. 

Q So that i t necessarily follows that i f the methods used 

then are correct, t h i s is correct? 

A Yes, s i r . 

Q And the r e l a t i v e status of everyone remains the same? 

A I t should remain the same. 

Q Do j^ou have anything f u r t h e r , Mr. Nutter? 

A No, s i r . 

MR. PAYNE: That concludes the d i r e c t examination of t h i s 

witness. 

MR. PORTER: I s i t your recommendation t h a t the Commission 

adopt these f a c t o r s ? 

A I ' d recommend these f a c t o r s be adopted f o r w e l l s to 

18,000 f e e t t ha t would be spaced on 40 acres , yes, s i r , and t h a t 

j the 60-acre p r o p o r t i o n a l f a c t o r s would be increased by one. 

MR. PORTER: Are there any quest ions o f Mr. Nu t t e r con

cern ing h i s recommendations? 

MR. COUCH: Mr. Couch, Ohio O i l Company; Mr. N u t t e r , 

| based upon your experience and knowledge i n connect ion w i t h the 
i 

system of o i l a l l o c a t i o n o f a l lowables among the f i e l d s and the 

w e l l s i n the State o f New xMexico, and your knowledge o f petroleum 
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eng inee r ing , i s i t 3>x>ur op in ion t h a t t h i s ex tens ion o f the e x i s t 

ing system w i l l be f a i r and reasonable and p r o t e c t the c o r r e l a t i v e 

r i g h t s o f the p a r t i e s involved? 

A Yes, s i r . 

MR. COUCH: I be l i eve t h a t w i l l be a l l . Thank you, s i r . 

MR0 PORTER: Any f u r t h e r questions? 

MR. PAYNE: We move f o r the i n t r o d u c t i o n o f Commission's 

E x h i b i t s 1 and 2. 

MR. PORTER: Without o b j e c t i o n the e x h i b i t s w i l l be ad

m i t t e d . Witness may be excused. 

MR. COUCH: I have a s ta tement . Lea U n i t Wel l No. 1 was 

r e c e n t l y completed i n the Devonian f o r m a t i o n w i t h the top o f the 

p e r f o r a t i o n a t 14,347 f e e t . The Ohio O i l Company i s opera to r o f 

the Lea U n i t , and owns i n excess of 40 percent o f the working 

i n t e r e s t . We are convinced t h a t the Lea U n i t Wel l No. 1 can 

e f f i c i e n t l y and economica l ly produce, w i t h o u t waste, a t a ra te i n 

excess o f what the w e l l ' s a l lowable would be under the amendment to 

Rule 505 proposed by Mr. N u t t e r as app l i ed to any normal u n i t a l low 

able which i s l i k e l y to be adopted i n the foreseeable f u t u r e . 

The re fo r e , under the a p p l i c a b l e s tatutes and the system which 

has been f o l l o w e d so c o n s i s t e n t l y i n a l l o c a t i n g the o i l a l lowables 

among the o i l pools o f t h i s S t a t e , i t i s Ohio 's p o s i t i o n t h a t Rule 

505 should be amended as proposed by Mr. N u t t e r . 

MR. WHITE: Charles Whi t e , G i l b e r t , White & G i l b e r t , 
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appearing on beha l f o f Texaco, I n c . Texaco f e e l s t h a t the proposed 

depth f a c t o r s proposed by the Commission to p rov ide a reasonable 

a l lowable whereby w e l l s o f 14,000 f e e t o r deeper w i l l be accorded 

a reasonable payout are d e s i r a b l e , and we s i n c e r e l y urge the 

Commission t o adopt t h i s p r o p o s a l . 

MR. NESTOR: A. W. Nestor , S h e l l O i l Company; I d o n ' t 

know t h a t S h e l l would go along w i t h the statement made by counsel 

and agreed to by the w i t n ess t h a t something tha t was done i n 1945 

could bo ex t r apo l a t ed d i r e c t l y i n t o today ' s terms. On tho o the r 

hand, we have made a review o f what would seem to be proper i n the 

deeper ranges to 18,000 f e e t , and I t h i n k we are s a t i s f i e d t h a t 

these f a c t o r s , so chosen, do seem reasonable. 

The Commission may remember t h a t a number o f years ago i n case 

No. 608 we had a f a i r l y l e n g t h y d i scuss ion o f t h i s ma t t e r , and 

S h e l l reviewed the i n f o r m a t i o n f rom t h a t hea r ing , and toge ther w i t h 

some supp l ied by the Commission p r i o r t o t h i s hea r ing , and we 

b e l i e v e and do support the f a c t o r s recommended by Mr. N u t t e r . 

MR. PORTER: Any f u r t h e r statements? 

MR. PAYNE: I ' d l i k e to p o i n t ou t to the Commission t h a t 

tha t i s no t a c t u a l l y an e x t r a p o l a t i o n . These f a c t o r s were c a l c u 

l a t e d i n e x a c t l y the same manner as the e x i s t i n g f a c t o r s , and, 

a d m i t t e d l y , w e l l cos t s , d r i l l i n g cos t s , have changed through the 

years , but i t seems reasonable to assume the) r have changed i n 

d i r e c t p r o p o r t i o n , so t h a t the r e l a t i v e s ta tus o f any opera tor 
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with a well at any depth should remain the same. 

MR. PORTER: Does anyone else have anything to o f f e r in 

this case? Case w i l l be taken under advisement. 

STATE OF NEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO ) 

I , JUNE PAIGE, Court Reporter, do hereby c e r t i f y that the 

foregoing and attached t r a n s c r i p t of proceedings before the New 

Mexico O i l Conservation Commission at Santa Fe, New Mexico, is a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

IN WITNESS WHEREOF I have affixed my hand and n o t a r i a l seal 

this 6th day of September, 1960. 

My commission expires: 

May 11, 1964. 

a^-t^.^ 
Nota<fv Public - Cohort Rapo porta r 


