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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
August 7, 1956

IN THE MATTER OF:

partnership, for approval of 1ita pro-
posed Little Eddy Unit Agresment located
in Eddy and Lea Counties, New Mexico, in
accordance with Rule 507 of the New Mex-
ico 011l Conservation Commission Statewids)
Rules and Regulations. Applicant, in the)
above-styled cause, seeks an order grante
ing approval of 1ts proposed Little Eddy
Unit Agreement embracing 54,044 acres,
more or leass, of federal, state and fee
lands situated in Tovnahip 21 and 22
South, Range 31 East; Townships 19, 20,
21 and 22 South, Range 32 East; Towne-
ships 19 and 20 South, Range 33 Eaat,

all in Les and Eddy Counties, New Mexlco,

)
)
Application of Richardson and Bass, & )
)
)
)
)

Cage No, 1117
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BEFORE:
Warren W, Mankin, Examiner

TRANSCRIPT OF HEARING

MR. MANKIN: The next case is Case 1117,

(¥r, Jack Cocley, Attorney for the 0il Conservation Commig-
sion, read the title of the within case,)

MR. HINKLE: Clarence H. Hinkle, appearing in Case 1117 on be-
half of Richardson and Bass, We have one witness, Mr. Perry R.
Basa,

(The witness, Perry R. Baas, was sworn by Mr. Mankin,)
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2.

PERRY R, BASS

called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

By MR. HINKLE:
Q. State your name, please?
. Perry R. Bass
Where do you live, Mr, Bass?
Forth Worth, Texas,
Are you one of the partners of Richardson and Bass?

Yes, I am,

Lo L o

Are you famlliar with the application which has been
filed for approval of the Little Eddy Unit Agreement?

Yes, sir.

Are you a graduate geologlst, Mr, Bass?

Yes, I am.

From what school?

Yale University.

What year did you graduate?

1937.

Have you previoualy testified before the Commission?
Yes, I have, sir,

Are his qualifications acceptable?

ngOPDP@»Db

MANRKIN: They ars.
Q. Now in connection with the application for approval of
the Little Eddy Unit Agreement, how many acres does the proposed

unit cover?t
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A The proposed unlt covers approximately 54,000 acres,

& And 1n what townshlps and ranges 1s 1t located?

A I will read from the appllicatlon here: The acreage is in
Townahip 19 South. Range 32 E, 19 South 33 East, 20 South 32 Easat,
20 South 33 East, 21 South 31 East, 21 South 32 East, 22 South 31
East, and 22 South 32 East,

Q Now of the proposzsed arsa, how many acres are federal lands
pnd what percentage of the entire ares?

A The federal land consists of 44,037.49 acres belng a per-
centage of 41,48 percent. The state land ccnsists of 8,966.14
pcres being 16,59 percent, Patented land of 1,040.45 acres being
1,93 percent of the total unit,

& Have Richardson and Bass heretofore made epplication to th&
Je3+G+S. for a survey of this area as an area suitable and proper
for use?

A Yes, they have,

Q And did the U.,S.0.5. act on that application?

A Yes, it acted favorably on that application.

Q@ And when was 1t designated as such area by the U.S5.C.8.7
A I don't have the exact date but I belleve in the informa-
ltion furnished to the State, we have coples of the letter of desig-~
nation from the U,5.G.S.

Q Is that the letter whickh you referred to?

4 Yea, the letter to which I refer -~ I notice on the letter
that there 18 a date of June 8, 19566.

Q W1ll you have that identified by the reporter, plemse, as
Exhibit "A",
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(Applicant's Exhibit "A" marked for ildentification.,)
¢ Referring to Exhibit "A", does that describe the same area
contained in the application before the 011l Conservation Commisslonﬂ
A Yes, it dces?

Q In connection with the application to the 1,3,G.8., d4id
you submit for thelr consideration a gecloglical report?

A Yes, I did.

(Applicant's Exhibit "B" marked for identification.)

Q Now referring to the instrument which has been ldentified
as Exhibit "B", will you state to the Commission what this is?

A This 1s the geological report as a part of the s&pplication
for designation of the unitized area of the Little Eddy Selsmograph
Structures located in Eddy and Lea Counties, New Mexico.

Q Was this report prepared by you and under your direction?
A Yes, it was,

Q Is this the same report that was flled with the U,S.G.S
for designation of the area?

A Yes, it 1s the same report.

Q Wi3ll you explain briefly to the Commission what the rsport
shows?

A This report shows, first, the acreage involved in the ap-
plication, Then it discusses the seismograph work which was done by
Richardson and Bass and also includes & map showing the results of
that seismic survey. There 1ls also another map designated as Map
No. 2 showing the ownership of the land involved and what percentage
1s.stato, rfederal, and fee. You will also find in this report a

columnar section showing the expected aediments and their depths
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below the surface of the ground that should be encountered in this
area and you will also find two cross sections which are thought to
be the type of cross sections of the sediments of the Little Eddy
 Unit Area.

Q What are the probable productive zones that might be en-
countered in this area as shown by this report?

A There are a number of probable productive zones that might
be encountered in this area, belng zones that start with the Dela-
ware formation, the underlying Bone Springs Formation also shows a
productive zone.

Q@ And about what depth 1svthat expected?

A The top of the Bone 3prings should be at about 7,500 feet,
the Wolf Camp formation, underlying it, would be encountered at ap-
proximately 10,500 feet as within the varlious zones which might be
productive, Underlying the Wolf Camp formation is the Pennsylvanian
series, in which 1t is possible to encounter a productive formation
in a number of different places. Underlying it is the Mississippian
line which in one well in the New Mexico part of the Delaware basin
a rather good gas showing was encountered which means if it is fa-
voraby 1oca;ed on structure, it tooc could produce. The primary ob-
Jective of the wellas to be drilled in this unitized area is the
Devonian or what is sometimea called in New Mexico the 3iluro-
Devonian formation, which is expected to be the primary and most
prolific reservoelr.

Q Approximately at what depth d¢ you expect to encounter that
formation?

A That formation is expected to be encountered at approximatdly
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14,500 feet.

Q Now does the plat which is submitted with the report, at-
tached to the report, showing your interpretation of the selismo-
graphic work which has been performed, show any anomaly of the geo-
logiéal structure invelved?

A Yes, the selsmographic work shows a very large anticline,
complicated by scme rather large faults making a large complex geo-
logical structure,

@ Does the proposed unit area cover all or substantially =all
of the geophysical reatures reflected by your selasmlc report?

A Yes, 1t does,

Q And in your cpinion if this ares is unitized, would 1t give
Lffcotivo control of the whole structure or anomaly?

A Yes, it will,

Q Is there anything else that you would like to state to the
Commisesion with respsct to this report?

A Nothing which occurs to me at the present moment,

MR, HINKLE: We would like to offer in evidence applicant's
Exhibit "2",

(The Exhibit offered is marked "Exhibit B.")

'ie would also in that connection like to make the request that afterx
this report has been considered by the Commission and this applica-
tion acted upon, that we given permlssion to withdraw the report as
we would like to keep it confidentisal.

MR. CAMPBELL: You mean you are offering it in evidence but yoy
are not offering 1t?

MR, BINKLE: We are olfering it until such time as the
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Commission has an opportunity to study it and act on the applica-
tion, and then we would like to have it taken out as a public racor&.
I think we have already set a precedent for this in connection with
the Big Eddy Unit Agreement approved in 1858.

. MR. MANKIN: You mentioned, Mr, Hinkle, that thls was Exhibit
n2". I believe you indicated that it was "Exhibit B",

¥R, HINKLE: T belleve it was Exhibit "B", Will you make
that correction, please?

MR, MANKINK: Is there an objection to the withdrawal of
Exhibit "B", after such time as the Commission has had time to con=-
sider the report and return it to the applicants so that it may be
held confidential?

(No. objection was made.)

MR, COOLEY: Mr. Hinkle, 1s it your opinion that such evidence
could be considered by the Commission and would be the basis for
their decision on the matter when it would not be subject to review?p

MR. HIRKLE: You mlght walt for the time allowed for filing
en application for rehearing which would be twenty (20) days,

MR, COCLEY: Is 1t your suggestion that we should do that, in
order that the record would be complete until such time as anyone
would decide to appeal?

MR, HINKLEt: That would be all rilght, we would just like to
not have it a publle record after 1t has served the Commlssion,

MR. MANKIR: If there is no objection Exhibit "E" will be
returned %o the applicant after the Commlission has properly consi-
dered it in formulating their opinion, at least twenty (2) days

after the issuance of the order.,
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@ Now, Mr, Bass, there was filed with this application, I
believe, three coples of the proposed Unlt Agreement., Do you know
whether or not that form has been sapproved by the U,5.G.5.7

A Yes, it has, alr,

Q Is that form substantially the same form as the forms hered
tofore used and approved by the Commissioner of Public Lands and the
New Mexice 011 Conservation Commission and the United States Geo-
logical Survey in similar cases?

A Yes, it 1s.

Q Who is designated as the operator in the proposed unit
agreement?

A Richardson and Bass.

Q Does the unit agreement provide for the drilling of any
wells?

A Yes, it doea. It provides for the drilling of two teat
wells.,

Q@ To what depth?

A To 14,500 feet or tec water in the Devonlan formation.

Q@ Can you give the Commissicn the location of these two pro-
posed wells?

A I can give them the location of one well offhand, the othen
I can't from memory. But one well i1s being drilled at the present
time in the SE of the SW of 3ection Seven (7), Township 20 South,
Range 33 East.

Q@ And at what depth approxi mately is that well being drilled
jat the present time?

A That well at the present time 1s around 6,500 feet in depth
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Q Does the unit agreement provide for a situation of this
kind where the well 1s s&lready commenced and regarded as one of the
location wells under the agreement?

A Yes, it does.

Q@ And can you tell the approximate location of the other well?

4 The 3E of the SE, Section 25, 20 South, 32 East.

Q And both wells will be drilled to & depth sufficient to
test the Devoniean formation?

A Yes, sir, that 1s correct,

Q Now in the event the unlt agreement is approved by the Coms
mission and the Commissioner of Public Lands and the U.,3.G.3., and
becomes effective, and in the event oil or gas in the same quantities
is disgovered on the same area, can you state whether or not this
would be in the interest of the conservation of oll and gas?

A In my opinlion it would,

Q And would 1t promote the greatest ultimate recovery of
unitized substances from the area?

A Yea, I believe 1t would.

MR. HINKLE: I belleve that 1s all,

MR, MANKIN: You have nothing further, Mr. Hinkle?

R, HINKLE: That's all -~ Oh yes, there 1s one other thing I
would like to mention here. I spoke to Mr., Bass about it, in cone
nection with the drilling of the well which 1s belng drilled at the
present time and the projected well to the Devonlan, have you taken

into consideration & caslng program that would meet all the require

ments of any existing orders or regulations of the New Mexico 01l

Conservation Commiasion with regard to the protection of potash
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formation?

A Yes, the casing program is designed to adequately protect
the potash formation under the rules of the atate,

Do you have copies of the proposed casing program?

Yos, I have 1t before me.

Q
A
Q Will it be the game for both wella?
A Yes, 1t will,
Q Can you state what that program consiasts of?
A Yes, in the first well I can give the exact depth of the
first two strings of casing and the approximate dspth of the re-
mainder which will be set. The 20 inch casing was set at 1193 feet
Wwith 3200 sacks; the 13 S/8 was set at 2734 with 2300 sacksj the
9 5/8 will be set at gpproximately 8000 feet with approximately
3300 sacks; and the 5 1/2 is expected to be set at the total depth
in the event of a commercial showing with probably around 500 sacks,
Q In your opinion would that casing program effectively pro=-
tect the potash beds?
A Yes, it is designed to adequately protect the potash beds
both to the depth at which the various strings are cemented and of
the amount used.
MR. HINKLE: That's all,

CROSS EXAMINATION

By MR. MANKING

Q Mr, Bass, the well which you have related in Section 7 as
now being drilled at about 6500 feet, ia that well not known as being

operated by the Texas Company as thelr Muse Federal No, 17
A Yes, it 1s listed as the Texas Company Muse Fsderal No. 1,
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South line and 1926 feet from the West line of Section 7, Township
20 South, Range 33 Iast ln Lea County, New Mexico?

A That 1s correct, sir. I might explain that the Texas Com-

pany is drilling that well as an agent of the unit operator.

| Q@ You mentioned that this particular well now being drilled
would adequately protect the potash beds, 1s it not true that a
large area of the proposed unit is c¢overed by a shallower potash
lease or potash beds approximately 1800 feet in depth?

A Yes, that 1s true, 1% is in the potash area.

Q@ And which has been further delineated by the Commission's
order R~-111-A7

A Yes, sir.

Q@ W1ll. all wells within the unitized area be drilled accora
ing to Order R-111-A%7

A Yes, they will.

Q Have all the potash lessees of record within a mile of the
proposed wells, 1f there are any, been notified of the proposed
wells?

A Yes, they have been notiflied and i1t is my understanding
that they have aigned a letter saylng they do not object to the
drilling of this well with the ocasing program as set forth.

Q Returning again to your geologlcal report, you indicated a
North-South cross section showing an anticline section, is that cor-
rect?

A That 1is correct.

Q What does 1t look like from the East-West, are thers clo-
sures within the unit?
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A Yes, there are a number of closures wlthin the unit due to

the faults which trend in nore than cne direction as shown on the

elamographic map in further detaill, There ls a closure both in the
iorth and 3cuth and the East and West making it a large anticline
atruéture breoken up oy faulting,.
G Then the 54,000 and some acres requested In this unit, you
keel, is the nearsst acreage determination of the structures which
fou have mapped?
A Yes, sir, I do.
% Is the unltized area substantially to include all the for-
mations down to and including the Devonlan?
A Yes 1t ig wiith the sexcepticn of two,-- 1in & couple of sec-
tions where there are some tired shallow wells that are still pro-
ducing, that the U.3.G.3. wanted made clear that they would not te
in any way expected to be considered as wells sufficient to hold
this large amount of acreage by their preducticn.
Q So that there is already some shallow wells within the uni-
itized area?
A Yes there 1s, I beiieve, three or four shallow wells of
some age that are producing a small amount of oil,
¢ Your develcpment program indicated that there would be two
well located, within Section 7 and one 1n 3ection 25, are there any
other plans for development prior to the expleoration of the unit
which 1s nominally given?
4 That is the primary plan at the present time, Iurther

of couras

development of the unit area/is subject to the outcome of these two

rather deep and expensive well3d. Due to the subsurface and
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I would expect further development at a subsequent time.

Q Both of the proposed wells are essentially in the North
half of the unit, is there any plan for development 1in the South
half of the unlt?

A Not at the immediate time, nothing firm has been developed
up to now, although there has bsen some conversation among the var-
lous operators.

(Mr. Mankin indicated that he had finished his examination.)

¥R, HINKLE: I would llke to ask one or two more questiona?
REDIRECT EXAMINATION

By MR. BINKLE:
Q Mr. Bass, eapproximately what is the cost of one of these
wells at 14,500 feet?

A The coat of wells to that depth can vary considerably de-
pending upon the trouble encountered due to loss of circulation and
due to the well trying to blow out through having encountered high
pressure gas, We have successfully drllled wells in the Delaware
Basin to that depth for as little as half million dollars; we have
drilled another well, & most expensive well in the Delaware Nasin,
to that depth and 1t cost conslderably above & million dollars.

Q At the time you made application to the U.S.G.%. for desig-
nation of this area, did you talk with them about the proposition
of this further develcpment of this area, other than the two wells
projected under this unit?

A Yes, there was considerable discussion concerning further i

development at a later time.

lgeological information developed, due to the drilling of these wellsd,

Q Do you know whether or not Section 2«E of the unit agroeme%t
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%tn inserted partislly on that account?
A Yes, it was.

G I had you a copy of the proposed unit agreement and ask you
to refer to Section 2-E and atate to the Commission what that is anq
Fhat it shows, what it provides for.

A It provides that at the end of seven years after the ef-
fective date of the irst initial participating area is eatablished
under this agreement, that lands shall be automatically eliminated
that are not in a participating area unlesa at that time diligent
drilling operaticons are 1in progress on unitized land not then
entitled to participation. In the event such drilling operations
are in progress, all land shall remain in the unit for as long a
time as drilling operations are continued without a cessation of
more than 180 days elapsing between the completion of cne well and
the commencement of operation for the next such well,

G That provision 1s designed to take care of a situation
where if you get production, unless you do step out and develép 1t
and try to define the limits of the area, the unit.agreement would
not continue in effect as to an extremely large area that was not
productive, is that correct?

A That i3 correct, It puts the burden on the working owner
of the unit to adequately determine the productive part of the unit
within the apecified time limit,

Q Approximately how long does it take to drill a wall in thi#
area to & depth of 15,000 feet?

A It takes close to a year,

Q 8o that the seven year period is not unreasonable under thk

DEARNLEY-MEIER & ASSOCIATES
. INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTA FE
3-6691 2-1869




15

circumstances?

A No, due to the fact the wella are so expensive and take so
long to drill, it is not at all an unreasonable time,

MR. BINKLE: I believe that ia all.
By EB. MANKIN:

Q Mr. Bass, the seven year perlod you mentlioned, is that com¢
parable to the time 1limit given to the Big Eddy Unit?

A Yes, aa I recall the Blg Eddy Unit had & somewhat aimiliaer
clause but as I remember, it was on & 10 year term rather than a
7 year term.

Q@ Did you say 10 year or "tenure"?

A 10, ten,

Q Ten years to determine that, I see, That's all.

CROSS EXAMINATION
By MR. W, D, GIRAND, JR, @

MR. GIRAND: wur, W. D. Girand, Jr. of Hobbs, New Mexico:

Q Mr. Bass on the proposed wells that might be drilled in the
event of discovery under your unit agreement notices will be given
to the potash owners on your tracts that you will project your wsllg
for these additional wells rather than the two required under the
agreemsnt?

A Oh yes, sair,

Q And in compliance with 11l-A7

A Yes, it will be acdhered  to throughout.

MR. MANKIN: Mr. Girand, are you representing National Potash

MR. GIRAND: Yes, we have some very small screage in the unit
but we are interested in that one place.

MR, MANKIN: Are there any {urther questions of the witness?
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CROSS~-EXAMINATION

By MR. NUTTER:

Q W¥r., Bass, when will the second well be started?

It will not walt until completion of the first well,
| MR. MANKIN: The second well, I assume, has not been started
or stak§d, has 1t?
A That's right, sir.
MR, MANKIN:: But it 1is Just a proposed location?
A It is a proposed location at the present time but activity

will pick up at the present time,
CROSS-EXAMINATION

By MR. COOLEY

Q The 14,500 maximum limit on drilling is not anticipated as
being the bottom of the unitized area, is it, and you would feel
free to drill more than 14,500 feet if you saw fit, wouldn't you?

A That's right. The unit has a lower horizontal depth, 1t
goes right on down,

MR. MANKIN: Mr. Bass, the original well was projected to ap-
proximately 15,000 feet, was it not?

applicaticn approved by the U,3.G.8.

MR, MANKIN: Are there any further questions of the witness
in this case -~ Mr, Nutter?

MR, NUTTEE: No.

MR, MANKIK: Mrs. Rhea?

(Mrs, &arian Rhea of the Land Office,)

MRS. RHEA: No, no questions.

A The second well wlll be started within the next few months{

A Yes, sir, although conly 14,500 feet was required in the unit
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¥MR. ¥MANKIN: Mr, Hinkle, I don't belleve you moved that
Exhibit "A" be entered in the record.

MR, HINKLE: No, I didn't, and I would like for Exhibit "aA"
to be entered in the record,

| MR, MANKIN: Is there any objection to Exhbit "A"™ entered in

this case, 1f not, 1t will be so entered., Is there anything furthej
Mr. Elnkle -- the only thing I have 1s unit agreement, will copiles
be furﬁished of the signatures on this?

MR. HINKLE: A1l the signatures have not been obtained yet.
We are in the process of circulation now for the necessary signa-
tures and the order will provide, I assume, within thirty (30) days
after approval by the Commissioner of Public Lands and the UeSeCaSe,
that an executed copy will be furnished to the Commission which we,
of course, will do,

MR. MARKIN: 1Is there anything further, any statements to be

made in this case? If not, the cese wlll be taken under advisement |
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STATE OF NEW MEXICO )

t 38.

[COUNTY OF SARTA FE )

I, DOROTHY B. MYERS, 2 Court Reporter, do hereby certify the
foregoing and attached tranacript of proceedings before the 01l
Conservation Commission for the State of New Mexico, was reported
by me in shorthand and reduced to typewritten transeript by me or
under my personal supervision, and that the same 1s a true and

complete record to the best of my knowledge, sklll and ability.
WITNESS my hand and seal this kﬁgf// day of

ya , 1956.
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