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YR. NUTTER: The hearing will come to order, ples2

firet case this afternoon will be 2299,

MR. MORRIS: Case 2299. Application of Tewmont 0il Com-

pany for an amendment of Orders Nos. R~-1110 and R-1110C-2, T¢

County, Yew Mexico,

PAGE 2
BEFORE THE
OIL COWMSERVATIOYW COMMISSIOW
SANTA P, "EW MEXICO
JUTE 7, 1951
EXAMITER HEARING

|

i I¥ THE MATTER OF :

| . . . .

| CASH 2299 Application of Wewmont 0il Company for an :

| amendment of Orders Jog., 3=1110 and R=-1110~- :

! - me e . .

: A, Zddy County, Yew liexico. Applicant, in :
the above-gtyled cause, seeks an amendment :
of Orcders Wosg, R=1110 and 2-1110~A, which :
authcrized 2 pilot waterflood project in :
the EZquare Lake Pool, Eddy County, Yew Mex-
ico, to permit the expansion of s2id water- :
flcod project to include landgs in Sections :

7, 20, 32, 33, ané 3, all in Townshin 1°
South, Ranve 31 Hast, Eddy County, Yew Hexn- ¢
ico, 2nd to further define the horizontal :
limits of snid project. Applicant also :
seeks the establighment of svecizal rules :
governing the exvansion of gaid waterflood :
and providing for capacity allowables :
therein. :

. BaFORE:

1

Daniel S. Tutter, Zxaminer.
T3ANSC2IPT OF RROCZEDIIGS
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Camphell & Russell, Roswell, Wew kexlco, appearing on vehall of

IR, CAMPBELL: Dlr., Examiner, I am Jack I, Campbell,

the applicant.

well,

E‘:Z::j,

appearing on behalf of Humble.

MR, "WTTER: Any others? “ould you proceed, lMr, Camp-

(Whereupon,

MUTTER: Any other appearances

HIYKLE: Clarence Hinkle, Hervey, Dow & Hinkle, Rosg-|

in Cage Wo. 220¢2

Newmontts Exhibits

Yos. 1 through I were marked for;

identification)

MR, CAMPRELL: I have one witnegzs.

dERMAN LEDBETTER,

(Witness sworn)

called ag a witnesgs, having been first duly sworn on oath, testi-

fied as followas:
DIRECT EXAMINATION
BY MR, CAMPBELL:
A State ycur name, vlease.

A Herman Ledbetter.

Mexico operation.

"

C Where do you live, Mr. Ledbetter?

A Artesia, Wew Mexico.

& By whom are you employed and in what capacity?

A Wewmont Oil Company as superintendent for their Wew

Q Have you brev1ouqu teqtlfled before this Commission, in

i
I
i




R REPORTING SERVICE, Inc.

A

4

DEARNLEY-MEIF

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE L

your capacity. with Mewmont 011 Company?
A Yes, sir.

Q

v

Are you acquainted with the Square Lake Pool waterflood

of Newmont 0Oil Company?

A Yes, sir.
Q Are you acquainted with the avpplication in Case Yo. 22961
A Yes, sir.

Q I hancd you what hag been identified as Exhibit Yo. 1, an
agk you to state what that is.

A T™is map covers the eastern portion of the Square Lake
oil field, and the acreage colored in yellow is the origingl Mew=-
mont waterflood acreage, and the acreage colored in blue~green ig
some additional‘acreage owned by Mr. Kennedy and the operations of

which Wewmont is going to take over.

Q It is now owned by Mr. Kennedy, is it not?
A Yes.
Q Is that area shown in blue a portion of the acreage

covered by an agreement between Wewmont and Mr. Kennedy?

A Yes, sir.

Q Referring, now, to kxhibit 1, again, is the northeast
quarter of Section 32 involved in this application?

A Yes, =ir.

G Who owns that State Lease?

A Southern Petroleum.

Is there an agreement between Southern Petroleum and Wew

s

)

v
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. the most recent injection wells that have been added in that flood!

mont in connection with that acreage?
A Yeg, sir.

o

v

Will you refer to Exhibit 1 and point out to the ZSxaminern

A The Yo. 3 well located in the gouthwesgt of the northeast%
of Section 29, 16 South, Range 31 East, the Wo. % well located in |
the southwest of the southeast of Section 29, same Township, and tée
No. 3 well located in the northeagst of the northwest of Section 32?

in the same Township.

Q How long have those wells be on injection?

A Approximately two months. §
!
}

Q Are you experlencing any reaction from producing wells l

off setting those injection wellg?

A Yes., We had increages in the direction of the original
pilot before these were conwverted, and we expect increasegs in the
areas on the outside of these wells within the relatively near
future.

Q Then, you are approaching the area involved in this ap-

plication with regard to expansion of your flobd, is that correct?

A Yes, sir.

o) Has the »ilot area flood project proved to be feasgible?
A Yes.

Q What do you intend to do with regard to the expansion of

this project in the event the application here ig approved?

A We plan to expand this waterflood to cover all of the
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- the Kennedy acreage in connection with this proposed expansion?

. the leases are contiguons, tobe operated as s single waterflood.

acreage mentioned.

Q A1l of that acreage outlined in dotted red line and
the northeagt quarter of Section 32, is that correct? ‘ g

A Yes.

@ Have you entered into any agreements with the owners of

A Yes, we have,.

4} I hand you what's been identified as Newmont's Exhibit
No. 2, and ask you to state what that is, please?

A This is an agreement between Mewmont 0il Company and

Kennedy whereby the operations of the waterflood in the area where

) I refer you particularly to Paragraph Roman Wumeral IV

on Page 3 of that agreement, and ask you to state whether the agres
ment provides that Mewmont shall supervige the installation and

overate the jolnt facilitlies, the operation of water input wells,

the rate of injection of water, and other matters pertinent to the:

|
: i

, operation of the flood?
i

A Yea, they will.

Q Have you likewise entered into an agreement with Southerg
Petroleum Exploration Company, Inc. with regard to the operation of
the northeast duarter of Section 327

A Yes, we have.

Q I hand you what has been identified as Wewmont's Exhibit

No. 3. I will ask you to state if that ig an executed copy, =2
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. photogtat of an executed copy of that agreement?

- Wo. L, 2and ask you to state what that is, please?

A Yeg, it is.
] Does that agreement likewise provide that Newmont shall

be the operator of the waterflood properties of Southern Petroleum;

!

Exploration as an expansion of the Square Lake flood?

A Yes.
€ First, would you advise the Examiner, igs the acreage
owned by Kennedy all Federal acreage?
A Yes.
Q Has this matter been discussed with the United Stateg
Geological Survey? i
A Yesg, it has.
Q Have they approved the procedure =~
A Yes.

“ ~-- and the cooperative agreement?

A Yes.

5D

I hanéd you what has been identified ags Vewmontts Exhibit

A This is a letter from the United States Geological Sur-
vey approving this agreement and cooperative flood.
Q In the event you are permitted to expand the flood in the

manner in which you have requested, ig it your intention to continy

to conform to the Rules and Regulations of the Commission with re-

Y

pe

gard to the rate of expansion?

A Yesg, it is.
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|
|

i

‘capacity allowables on the expanded area?

:southwest gquarter." That should be the west half of the southwest

ctime.

2 . . L 3 ) " T
G Inasmuch as this is an expansion of an existing water-

flood, are you seeking from the Cormission authority to have

A Yes.
MR. CAMP3ELL: Mr. Examiner, I would like to iake one
correction in the application. 1In Paragraph III theretls a typo-

graphical error, the third line, where it says "as to the east half

guarter.
MR. MUTTER: The west half of the southwest guarter?
MR. CAMPRELL: Right. Section 28. I would like to offer
in evidence Applicantts Exhibits 1, 2, 3 and L.

MR. NUTTER: Applicantts Exhibits 1 through Ii will be

entered in evidence. [
(Whereupon, Vewmont!s Zxhibits
Yog. 1 through li were received
in evidence.)

MR. CAMPBELL: Thatts all the questions I have at this

MR, NUTTER: Are there any questions'of Mr. Ledbetter? '

MR. MORRIS: Yes, sir,

MR. WUTTER: Mr. Morrig.
CROSS~EXAMINATION

BY MR. MORRIS:

& Mr. Ledbetter, in Newmont's application, you asked the

Commlgsion to define the proper limits of the waterflood project.
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. Do I assume that the proper limits are the acreage surrounded by

the dashed red line and also the acreage owned by Southern Petro-~

leunm ==
1 A Yes.,
% Q ~-- on your Exhibit Yo, 1°?
i A Yes, in addition to the acreage colored yellow.
g MR. CAMPBELL: Presently.
| ¢ (By Mr. Morrig) You also asked us to establish Rules

for the expansion of the flood within the defined area. I was
wondering if you had a recommendation as to the Rules, if any,
that you wish for us to adopt.

A Mo Rules, in addition to those defined in the Rule 701

for the capacity waterflood.

* 2 Could you tell us at this time which wells you planned

=

|
i

to use for injection, and which are to be producing wellg 1n the
| area? Ig that subject to a later determination?

A We can tell wvou what we plan right now, of course, sub-
ject to some possivle change in plans, out our plang are now to
follow the five gspot vattern that started with the pilot in con-
version of alternate l[C-acre locations, and to conform to what has
been done and just carry thls pattern completely out. For instanc
on the Southern Petroleun acreacge 1Mos. 2 and I} would be injection

wellg, and you would just carry that same thing risht on through.

) Do you nave any lmmediate plans,in the event thigs apnli-

p22

cation ie approved, for converting any of the wells in this extend

§

e

i

o))
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“tioned?

~lowedé under the Rule 70l es quickly and feasibly ss vossible. |

area to injection, other then this o. 2 and I that you just men-

A Of course, we feel that we'll expand this flood as al-

Those are the only two that asre likely »right 1n the very near
future; other than on the expanded area.

o Mr. Ledbetter, wno ownsg the acreage in the gouth half of
Section 327

A The southwest quarter iz owned by Beall Trobough & Associate

. How about the southeast cuarter?

. producing wells in that area,.

)

9 Do you feel that the south half of 32 will be substan-

I'm not sure 2t This time. I don't believe there are any

tially affected by your operatlions here?

A It appears doubtful that the southeast quarter right now
will be drilled. Thigs area has veen déveloped for a number of
yearg, and it hasn't been drilled to this date now. e don't know
if the sand carries into that area or not there. It would be a
question.

How abouf the acreage in the west half of the southwest
quarter of Sectlon 33?7 What's the ownership of that?

4 I believe that Beall Trobough & Agsociates.

Hag any avproach been made to Tleall Twroboush & fAgsociates

to come into a cooperative agreement with you?

v}
[N

1ve discussed waterflooding in this

Q

A Mo, not &8 suchh. “& nn

H
i
H
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Q On what basie do yvou agk for that? What are vour cround
o

PAGE 11

~area wlth Z2eall Trobouch!s representatives, but at this tine
their vroduction ig largely from new wells and not wells that would

e considered for waterflood.

& Mr. Ledbetter, geologically speaking, do you feel that

Y

;this is an expansion of the exlsting flood? Is your sand even and |

' continuous throughout this area? ;

A Yes. I'1ll say this: I'm not a geologist, but, nowever,

ag an englneer, I have gtudied the area, and feel that these sands
definitely are in the same reservolr as the one welre flooding.
MR. MORRIS: Yo further questions. Thank you.

MR, HINKLE: lMr. sxaminer, I have a question.

MR, NMUTTER: Mpr. Hinkle.

BY. }R. HIVKLE:

& Mr. Ledbetter, I understood you to say that you were

agking for capaclity allowable on your expansion of this water-

for asking for capacity allowable?

A As an expansion of a flood that was started before the
Rule 701.
G Is that your only basglis for asking for 1t, simply becaussq

you got your pllot approved before Rule 701 went into effect?

A Yes.

O

That's your only basis. In your original Order, which I
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BY IR. NUTTER:

%west of the northeast.

believe wag R-1110, and wag supplemented, and by R-1110-A, did
those Orcders allow you capaclty for your nilot flood at that time?

A Jtm not asure sbout that.

N

Do you have any Order of the Commission pranting you
capacity allowable for the flood up to the present time, or before
Rule 701 went into effect?

A Wo.

MR, HINKLE: That's all.

e Mr.Ledbetter,this. other acreage surrounding the acreage in
yellow and blue and enclosed in the dotted rec¢ line, do you know of
any other waterflood projects around the acreage in here?

A Mo definite plans. We have discussed waterflooding with
2ll of our neighbors, but I don't know of any definite plans.

Q Well, now, does Wewmont own any acreage on this pnlat
3 s ey 3

)

4

other than that which is colored yellow?
A Yes, they do. Theret's two liO's in Section 3%, over in

Range 30, 15 South, the southwest of the southwest, and the south-

o You are not geelddng that that acreage be included in this
project area?

A We don't have any plans for waterflooding that until we
can work something out in this acreage.
G Becauge of the detached acreage?

v

A Yes.
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~and I don't know of any.

Q You stated that the expanded flood would be a continua-
tion of the five gpot pattern. Would that mean that the Mewmont
Wo. 5 in the northeast of the southeast of 31 would be an injec-

tion well -~

A Yeas. |

Q -~ even though Western 0il Fields had not commenced a ?
waterflood, or would you walt until Western has waterflood going
on thelr acreage?

A Wait a minute.

Q No. 5 in the northeast of the southeasgst of 31. It would?
appear to be a continuation of the existing pattern? :

A Well, of course, we have no control at this time over
wnat Western OillFields will do, of course. Certainly, we would
like to see them place that on injection.

Q Doesn't that yellow acreage there, that 80 acres, appear
to be rather detached from the main body of the project area as you
have colored it on the Exhibit?

A Yeg, 1t 1s somewhat, I would say.

A Do you know of any plans which may be under way at thisg
present time for unitization of any of the acreage shown on the

plat that you have presented here?

A No. As a complete unit of royalty and working interest,

Q At any rate, Wewmont isn't negotiating with anyone for

the formation of the unit in the area?
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A No.

Q First of all, are these two agreements identicsl, the
one with Southern Petroleum and the one with Kennedy?

A Esgentislly, they carry out the same purpose.

Q As I understand 1t, this is merely an operating agree-
ment whereby Wewmont 0il Corporation, or Newmont Oil Companj, ex=-
cuse me, i1s going to be operating wells belonging to Kennedy 0il
Company and to Southern Petroleum Exploratlion Company for a fixed

amount each month, is that correct?

¢
i
}

A Yes. In a sense, in that. we will have joint facilities

involved in this thing, and the operations will be carried on to-
gether.

Q Will Newmont spend any mone& prior to the time that
Kennedy or Southern Petroleum have approved an A.F.E. that Yew-
mont prepares, would you wait for thé other companlest! approval
prior to spehding the money?

A Well, ==

MR. CAMPBELL: Mr. Examiner, we would walt for the ap-
proval under the terms of the agreement.
MR. NUTTER: I see,

) (By Mr. YMutter) For monles that are expended on Vew-
montt's acreage, will Kennedy or Southern Petroleum share in the
expenditures of monies on MNewmont's acreage?

A We're going to have a joint injection pressure and in-

jection plan, and, as such, why, there!ll be some, depending on --
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i and this will serve 2all of it, this will be shared, actually,

? whether 1itts located on whose acreage will be incidental, I think,
to the actual operation.

G If you were running 2 water line down in the southeast

a9

area into the checkerbosrd area there, for example, and this watef{

? line were going to supply injection wells on both Yewmont and Ken-
|
' nedyts acreage, I presume that Wewmont and Kennedy would share in
| the cost of that line?

A Yes. The well is on Kennedy's acreage.
" If a well on Yewmont's acreage requires working over,

will Tewmont ghare in working that over?

A Vo,
Q Will any oil be credited to a lease from which it wasn't
. vroduced?
I
i
| A Yo.
|
1 Q The two companies will keep their accounts separate as

| far ag production is concerned?

A The oll will be kept separate at all timeg.
MR. WUTTER: I believe thatts all.
MR. HINKLE: One or two more questions.
MR, MUTTER: HMr. Hinkle.

BY IR. HINKLE:

8 Is it your oplnion, Mr. Lecbetter, that these coopera-

=L

tive agreements that you have entered into will protect correla-

tive rights for all the parties?
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A Yes, gir.

|
|
a
Q Are you operating this property, the pilot, at the preseﬁt
| time at capacity allowables? |

1
i

A Yes, sir.

il The production at capacity. And you have no Order from

the Commisgsion to vermit that. Is that what you stated in YOUP
| previous testimony?

i
!
’ A I believe thatl's right.

MR, HIVKLE: Thatts all.

MR. NUTTER: Any further questions? The witness may be

. excused.
(Witness excused)
MR, CAMP%ELL: I‘have a statement I would like to make,
MR, WUTTER: Do you have any other witnesses, Mr. Camp-
| bell? §

MR. CAMP3ELL: Mo.

MR, MUTTZR: Do you have anything further in thigs case, |

- Mr, Campbell?

; MR. CAMPBELL: A statement, yes, pleése. T would like i
to call to the attention of the Examiner some findings that were |
made in Order Wo. F-1525, which is now essentially Rule 701 of

; the Cormmigsion, with regard to waterflood projects that had there-
tof ore been authorized. I might also say parenthetically that the

© allowables and the producing rate and the injection rate for these

exlsting wells in this waterflood nroject had been reported to the
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; indicates that a relatively constant project injection rate is
- beneficial from the standpoint of economics and operation efficiengy,

. and convenience, and that, thus, its maximum allowable for any

particular waterflood project should,insofar as possible and prac- |

Commi gssion, and the allowables had been authorized by the Commiss-

ion. Finding Wo. 7 of that Order is that the evidence presented

ticable, remain constant. DBagsed upon that findlng and with a

finding in regard to the ingtitution of facilities for project,

~then in exlstence, the Commission concluded in 1te Order that the?

| allowable provisions contained in revised Rule 701 shall not apply'

- to legitimate expansiong thereof.

. that the expansion must be under the same operation or by the same

to waterflood projects heretofore authorized by the Commission or

i
1]
|
|
i

If there is‘any purpose at all for provision, and certainly
there must have been, since it?'s based on a finding by the Com-
mission, it would appear to me that thig is the type of sgituation
to which the Commission must have had reference. Here, for some

reason, apparently, the Commission has taken the pogition today

operator. So long as itt's in the same common source of supply,

I find that a little hard to understand as a distinction, but thus
far the Commission has made it for that reason.along with other
reagsons of operating efficlency. Thig operator has undertaken to
enter into an agreement, cooperative operating agreement with the

owners of small tracts of acreage in order to develop this water-

' flood program and project in an orderly way. ¥or all intents and |
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fof the flood and the maintenance of an orderly program of develop-

‘ment, this is exactly the same as you would have under 2 unit agred

- tainly that has been complied with in this case, and that the Order

. legitimate request for an expansion of a waterflood project, which

 was authorized by the Commission prior to the time that Rule 701

' in connection with waterflood. I don't think I need to go into

wag revised in connection with its allowable provigions. Other-

| the State and protect correlative rights at the same time.

purposes ingsofar as the operations are concerned and the efficiency

ment, except that the sharing of the production ig not exactly the
same, although the acreage i1s esentially equal, as can be seen fron
the plat. It seems to me that if it is the position of the Com-

mission that these expansions must be done by the same operator in

order to make 1t a legitimate expansion of en existing nroject, cen-

out of which Rule 701 was amnended seems to me,too, to apply direct-

ly to a situation of this kind. I feel, therefore, that this ig a

wise, 1t would seem to me that the Commission,and I dontt think

itts thelr intention to completely stifle waterflood development iﬁ

MR. NUTTER: Doesg anyone have anything further they wish
to offer in Case 22997 |

MR, HINKLE: I would like to malke a gtatement.

MR. NUTTER: 1ir. Hinkle.

MR, HIVKILE: Mr. Examiner, I think the Commission well

knows the position of the Humble 1n regard to capacity allowables

that any more; we have gone into it a lot. The fact that this

®
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%pilot wag approved by the Statewide Order, went into effect,701,

%I don't think it entitles them to an exception at this time in a

i
|

: when the Order, Which approved the flood, did not provide for

Ecapacity allowable for the expansion of that flood, particularly

!

| capaclty allowable. The Humble is not singling out this particulaﬁ

cage, but 1t would be against exceptions in any case to allow ex-

cepti~ng to your normal Rules for allowables in connection with

| waterflood projects. |

IMR. CAMPBELL: Mr, Zxaminer, Mr. Kennedy is here, and I |

believe haszs a statement he would like to make.

I would like to bring up the point that with Wewmont being able to

| produce at capacity allowable, referring there again to your map

- ghould certainly be given to Kennedy 0il Company for capacity al-

2301.

MR. KENNEDY: Well, at this time,on behalf of Fennedy Oii,
|

with the yellow acreage in mind, we, with the checkerboard acreage,
which would be the blue acreage, would be in jeopardy with them
producing at capaclity, and we being at proration on the blue acre-

age, in all fairness, that would be why I think that consideration

lowable on our acreage involved.
MR. WUTTZR: Are there any further statements 1n Case

22997 Ve will take the case under advisement, and call next Casge
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(STATE OF EW MEXICO )

COU’H‘I‘Y OF BERWALILLO )

the City of Albuquerque, County of Bernalillo, State of Yew Mexico.

 June 16, 1963

} ss

I, ADA DEARNLEY, Court Reporter, in and for the County of

Bernalillo, State of Wew Mexico, do hereby certify that the fore-

going and attached Transcript of Proceedings before the ew Mexico
0il Conservation Commission was reported by me in machine short-

hand and reduced to typewritten transcript under my personal super{

~vision, and that the same is a true and correct record, to the best

' of my knowledge, skill and ability.

WITNESS my Hand and Seal this, the 1lth day of June, 1951, in |

/quoO/

VOTARY PUBLIC & |

My Commisgsion expires:

I do hereby certify that the foregoing 18

a cosplela record of the proceedi mJ's
he Koi:iriner hearijng %76&3e 3

_________________________________________________ , Examiner
Commission




