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STATEMENT RE EUMONT GAS POOL AND EUMONT OIL PRODUCTION

Shell appreciates that the Eumont prooblem is now more apparent than
at the time when the Commission rendered its first Eumont orders. The most
significant change has occurred in the relationship of the ratio of the gas
portion of the reservoir to the Eumont oil reserve which is now represented by
about 230 wells presently classified as Eumont o0il wells, or within the Eumont
limits as presented in the Commission's exhibit at the April hearing. The
uncontroverted testimony of the Commission'!s witnesses is to the effect that
the Eumont oil and gas comprise essentially a common source of supply and
therefore, if the withdrawal rate of gas is high relative to that of oil, the
result would be certain inefficiencies in the operation of the reservoir
mechanism with consequent decrease in ultimate oil recovery. Needless to say,
we would be interested in any progress toward a solution and wholly cooperative
in any program tending ultimately to reduce inefficiency. We also recognize
that, cdue to existing large investments made by o0il and gas operators and gas
transmission and processing companies in the gas reserve of this area prior
to the recognition of the very significant oil reserve involved, progress to-
ward the end of allowing increased efficiencies in the operation of the odl
reservoir mechanism might require a gradual and moderate approach. It appears
that the best possible solution might require considerable time in attainment
in order that the commission might avoid introducing inequities with respect
to existing subdivisions of interest in the pool which subdivisionshave formed
the basis for the considerable investments already made.

Even though it is realized that immiment waste is the major concern
of the Commission, at the same time because of the problem of maintaining
equities of all interests involved, it does not seem fair to 1limit production
only from gas cap wells on just those lands having a gas oil contact beneath
them. If the equities of any of the operators who have drilled gas cap wells
and made commitment for gas from the gas cap are to be protected to the extent
of not restricting production from the gas wells, even though such production
will cause some waste of oil, that protection should extend to all those who
have made such investments and not only to just a part of them. Those parti-
cular operators who have completed a gas well under lands where the gas and
0il are in contact hove madeaninvestment in a gas well equivalent to that invested
in a gas well higher on the structure and, to the extent that any investment
equity is to be considered, all investment equities should be given equality of
treatment. Shell therefore recommends that no gas well allowable be charged
with gas produced from oil wells located on lands within the gas well proration
unit. Any action to the contrary would not significanily prevent underground
waste and would not give the owners of such a well the same investment protection
accorded to owners of gas wells higher on the structure.

We feel that the Commission staff has made an exczllent beginning on
the Eumont studies, and suggest that the Commission might.wish to hire more help
in order to speed the solution of the problem thus minimizing further complexities
which could result from additional capital investments. To that end Shell offers
complete cooperation with the Commission's efforts by offering any available data
and committing itself to gather additional data as requested by the Commission,
Further, we feel sure that all of the companies involved are equally interested

in arriving at the ultimate solution of this problem as scon as possible, consistent

with good judgement.




May 25, 1955

New Mexico 0il “nservation Commisaion (2) l
P. 0. Box 871 , ‘
Santa Fe, New Mexico l

Res Case 881, Special Rules and ‘

Regulations for the Bumont
Gas Pool,

Oentlemen;

‘Please send Sinclair a transoript of the continued
hearing of Case 881 called on the May 18, 1955 Docket. We require
only thst part of the case that was heard on or about May 18, 1955,

Pleass send this transeript along with your invoice for

same to;
Sincleir 04l & Gas Company
901 Feir Bulilding
Fort Worth, Texas
Attty Mr, We Jeo ROgers
Yours very truly,
WJRtBMA tow

bees PaM A
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ADA DEARNLEYANDASSGCIA TES STENOTYPE REPORTERS

® CONVENTIONS

® COURT PROCEEDINGS
® DEPOSITIONS
® HEARINGS

Ada Dearnley o Méri&nﬁa Moi.er' » Morgore! McCoskey + Helen Purcell
605 SIMMS BUILDING AlBUQUERQUE, NEW MEXICO + Phone 3-6691

NOTARIES PUBLIC

Member: NSRA, ASA, SWSRA
July 1, 1955

Mr. William B. Macey
P. O, Box 871
Santa Fe, New Mexico

Dear Bill:

The transcript on 88l that you wanted is ready and was
mailed today. Would you be kind enough to have the girl
send me a copy of Case 877, transcript of proceedings taken /
on June 13, 1955, ' ’

ADA/DEARNLEY




HOUMBLE O1L & REFINING COMPANY W
S L U MIDLAND, TEXAS '

March 24, 1955
W House o T Ly

New Mexico 0il Conservation Commission

Box 871
Santa Fe, New Mexico

Attention of Mr. W. B. Macey

Gentlemen:

The Humble 0il & Refining Company is a lease hold owner in
Section 29 R-36-E, T-21-S,

Following hearings, the 0il Conservation Commission has granted
permission to dually complete wells 1 and 7 to produce oil from the Gray-
burg formation and gas from the Seven Rivers and Yates formations,

Due to the interpretation placed on the producing formations by

the New Mexico Homenclature Committee, the oil wells on Humble's State B

A lease in Section 29 are producing from open hole intervals including the
; basal Queen and upper Grayburg formations, As currently defined, the two
dually completed wells are produc.ig both gas and oil from the Eumont gas

pool.

e Bt

At several recent hearings, Humble has recommended to the Oil
N Conservation Commission that in any common reservoir or pool, the oil and
; gas be prorated to permit of only one allowable being granted to any pro-
ration unit. Unless this is done, equitable withdrawals between proper-

ties can not be made.

In the SE/4 of Section 29, Humble has 4 producing wells; 3 are

; 0il wells and produce from the basal Queen and upper Grayburg formations

: and one well is a dually completed gas well in the Yates, Seven Rivers and
Queen formations. This No. 7 well has an assigned gas proration unit of
160 acres in the Eumont gas pcol and 40 acres as a gas well in the Eunice
oil pool, Thus, on this 160-acre tract, there are 3 oil wells and 2 gas
wells which allows more than one allowable from the same acreage in a
common pool or reservoir,

Due tc statements made in the hearing before the 0il Conservation
Commission at the March 16, 1955 meeting, it was apparent that there was
not a common understanding between operators relative to the proration of
0il and gas from the Southeastern Lea County designated gas pools,

‘ Your attention is called to Continental 0il Company's letter of .”( S “
March 2, 1955 requesting administrative approval for a proposed gas unit ﬂé#-f’7'i/
of 240 acres cowprising the SW/4 and W/2 of the NW/4 of Section-28, T-21-8S, '
R-36-E,
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New Mexico 0Oil Conservation Commission
Box 871

Santa Fe New Mexico

Page 2

From the depths of the ¢il wells as carried on our maps, we
assume that the o0il wells cn the above described proposed unit are pro-
ducing from both the basal Queen and upper Grayburg formations, If this
is the case, the effecl of granting the administrative approval would
result in the granting of two allowables from the same acreage in a
common reservoir,

Yours very truly,

HUMBLE OIL & REFINING COMPANY

G magata e e

J. W. HOUSE

BY: R. S. DEWEY

AV T it e e et oo

APPROVED :

%Q
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PROPOSED CHANGES TO THE EUMONT POOL RULES

ORDER NO. R-520

Rule 6 (b) Add: Provided, however, the allowable assigned to a Special
Gas Unit shall be computed by deducting from the scheduled
monthly gas allowable, the volume of casinghead ges produced
by the oil wells on said gas unit for the second preceding
proration month,

Rule 6 (¢) Casinghcad gas produced on Special Gas Units shall be added
to the monthly nominations of gas purchasers from the Eumont
Gas Pool.

Definitions

Rule 14: No chenge

Rule 15: No change

Rule 16: A Special Gas Unit shall be defined as any gas proration unit
in the Eumont Gas Pool upon which one or more oil wells are
producing within the defined limits of the Eumont Gas Pool.

Rule 17: A Special Gas Well sﬁall be defined as a gas well completed
on & Special Gas Unit,

Rule 18: Same as present Rule 16.

Flare Gas Prohidbited

Rule 19: Same as present Rule 17.

Gas-Cil Ratjo Limit

Rule 20: 0il wells producing from vhe Ewmont Gas Pool shall be allowed
to produce a volume of gas each day not exceeding the daily
rormal unit oil allowable multiplied by 6,000; provided . . .

Proposed by Amerada Petroleum Corporation
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GOVERNOR JOHN F, SIMMS ) &
CHAIRMAN / g e L
LAND COMMISSIONER E. §, WALKER — LA r/w" ;
MEMBER g
STATE GEOLOGIST W,B.MACEY Box 2045 i
HOBBS, NEW MEXICO

SECRETARY & DIRECTOR
February 24, 1955

Mr. W. B. Macey
Box 871
.Santa Fe, New Mexico

Re: Humble 0il & Refining Co., State
B, #7, 29-215-36E

: Dear Mr. Macey,

Order number R-239, dated January 15, 1953, approved Humble's application
for 2 dual completion. It was thought by Humble 0il & Refining Co. that
the lower zone was Gréyburg, but it actually is Queen. During the month of |
! December, 1954, the well produced 10,937 MCF from the lower zone, and
! 50,862 MCF from the upper zone. In January, 1955, it produced 27,790 MCF from
tﬁe lower zone, and 45,450 MCF from the upper zone.

Both zones are within the Eumont Gas Pool, therefore, it is my recom-

-E meridation that the dual completion order be withdrawn and only one allowable

be granted this well.

Respe?fu] 1y submitted,

SN M/\
R. F. Montgomery\‘rw‘\

RFM/ jh

ccs

A. L. Porter,Jr.
Hobbs, New Mexico ;
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0CC Facing
Knotty Oil,
1 Gas Problem

‘The kaotty problem of equitably as- Cl
ed signing production in a pool con-:SeW'
- (aining both gas and oil is one cur-'iﬂ tt

mmy facing the New Mexico ‘0il! gom
1d: 5 Consery ahon Commission, {only

ns' The commission this week heard’ El
ysitestimony by its owa slaff on the /ing

anny
in-icommission’s motion to ame"d‘fanal

t'fl rules for the Eumont Gas Pool to! gy -
.on| Provide a system of allocating oil| gq,
jseiand gas allowables to proration s )
ey units within the pool. The case was| o,
spt; continued until the May meeling. | i

State Geologist William B. Mac-|ings.
the|ey, executive director of the OCC,} yyq
red |descrived the problem this way: | oo

dit| *In the Eumont Gas Pool we|nineq
ob-{have what appears to be & sub-lAvery
:m-}stantial oil reserve In a ring around! ook
3d;: | the pool, That means a gas pool Act
the{and the problem of withdrawals sure
-asjof both gas and of oil. By continu- how.
1geiing the case, we will allow opera- be vl'
er-|tors time in which to study the had ‘

aftestimony and possibly to make ¥
recommendations as to some form
1at|of rules which we might promul- f“ﬂ?
nt-|gate in order to make the with.|'® ™
drawals of both gas and oil equit-| Wa
ors able.” until
1'al In another case, Macey said the|clecti
gin|commission would attempt to]the !
ev-|write an order as soon as possible]¢ast:
rds{on its proposed creation of the]uted-
ed-| Crosby-Devonian- Gas Pool in Lea! Th:
ans: County approximately two miles' chan
‘ew ;southeast of Jal. jHe'll

57,-l The size of drilling units was|=
938!involved in this case, and the re'}
i

— |

cally

commendations by various. inter-
entlested parties, Macey said, ran
tee anywhere from units of 160 acres’

,3:_ in size to 840 acres.
{
the -Another case which aroused con-:

slderable industry interest is on.
cc.! 'the proposed survey, under OCC! P
istaff supervision, of gas-oll ratio
and bottom hola pressure in the
inot Townsend - Wolfcamp pool six
‘ex miles west of Lovinglon in Lea'
sed|County. The case was contmuedx
{ jgito June 13.
ock| Shell Oil Co. has asked revision:| «
iar-1of the gas-oil ratio limitation of
:aid. 2,000 cubic feet of gas per barrel ¢
Ven' of 011
res-| Macey said when all data be-
3. lcomes available from tests to be'
ast undertaken, the information will!
(D-!be distributed to the operators am'l'I
of | a hearing will be held on Shell’s ap—,
lpllcatzon

ard
‘re-

L S

e 5
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" CLass or Service § N 7E%TER i-\ ' {! , i_\ IION r SYMBOLS \
P; This 15 a fast messaze \ _DL=DsyLetcer

: unfess its deferred char- L:)\m 1t Lc ttes

’ is Indicated by the M
:::;:er’ ymbco'l TE LEGRA / 9 / L u 'IEqua:m
W. P. MARSHALL, PacsioIny °
The ﬁllngt(m showr: in the dal [4(:{4{:‘ M@ﬁ; ;legum_g fJéTAYDARD TIME at point of orixin. Time of receipe is STANDARD TIM!: G of desctnation
65 7 |
T LAS 3 DB 35560 » ‘ 195 JUN 27 PM' s 00

b rucyasTREHP=FORY WoRTH TEX 27 hsPlce
WEL JEXICO COMSERVATION COMlISSION, ATTK ¥ B iACEY
DIRECTCR=SANTA FE NMEX=.

RFGARD] NG

CASE 881 CONCERMING REVISION OF ORDER R=520
;OHLY AS APPLIES TO EUKONT GAS POOLe THIS IS TO ADVISE
TH AT °lNCLﬁlR OIL & GAS COWPANY HAS REVIEVWED ALL OF THE'
IESTIKOHY AS PRESENTED IN SAID CASE 881 TO DATE AND
THAT SlkP'AIR CONCURS WITH ALERADA PETROLEUL
CORPORAT I ONVS PROPOSALS AS SUBMITTED IN THE HEARING OF
“THIS CASE O LAY 18, 1955= ' L5 |
‘% WJ T REEVES DIVISIOL SUPERINTENDENT= 5' | |
/) <'~Z//Q<
861 R=520 881 18 1055— - i
&L 5 _Qv/}/,  ngl

>
THE COMPANY WIiLL APPRECTATE SUGGESTIONS FROM ITS PATRONS CONCERNING I1TS SERVICE

e
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Re: Case 881

Aty ney oy

¥r. W. B. Macey, Director

New Mexico 011 Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Dear Bill:

My present plans are that I will not attend the hearings in
Santa Fe on June 28. 1 anticipate no new developments in
: Case 881 and, therefore, I feel regsonably safe in preparing
; : in advance a Statement of Position for The Ohio 0il Company.

I enclose the Statement of Position and request that it be

included in the record of Case 881 unless the case is continued
i to the July 14 hearing. Unless you prefer to read the statement
! aloud, it will be perfectly agreeable with me for it to be
merely incorporated into the record.

I look forward to seeing you at the July hearing.

Singerely,

errell Couch

Enc.
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PROPOSED CHANGES TO THE EUMONT POOL RULES

ORDER NO. R-520

Rule 6 (b} Add: Provided, however, the allowable assigned to a Special
Gas Unit shall be computed by deducting from the scheduled
monthly gas allowable, the volume of casinghead gas produced
by the oil wells on said gas unit for the second preceding
proration month.

Rule 6 (c¢) Casinghead gas produced on Special Gas Units shall be added
to the monthly nominations of gas purchasers from the Eumont

Gas Pool.

Definitions

Rule 1k: No change

Rule 15: No change

Rule 16: A Special Gas Unit shall be defined as any gas proration unit
in the Eumont Gas Pool upon which one or more oil wells are
producing within the defined limits of the Eumont Gas Pool.

Rule 17: A Special Gas Well shall be defined as & gas well completed
on a Special Gas Unit. ,

Rule 18: Same as present Rule 16.

Flare Gas Prohibited

Rule 19: Same as present Rule 17.

Gas-0il Ratio Limit

Rule 20: 0il wells producing from the Eumont Gas Pool shall be allowed
to produce a volume of gas each day not exceeding the daily
normal unit oil allowable multiplied by 6,000; provided . ., .

Proposed by Amerada Petroleum Corporation

o S e B DY



March 29, 1956

MEMORANDUM

TOs - A+ Lo Porter

FROM: K. B. Macey

SUBJECTs Case 881, Eumont Pool Order

After a complete study of the entire Fumont Pool situation I
feel that it iz imperative that an order bs entered as soon as possible
in the =bove~-cantioned case. This cass, which was heard in April and in
June of 1955, has not been completed mainly due to the many complex problems
involved,

Following are some of the provisione vwhich I believe should be
contained in the order:

(1) The gss-oil ratio limit in the pool should be rsduced from
10,000 to 1 to 6,000 te 1.

(2) When any operator requests the movement of any oil produced
incidentsl to gas production, the oparator should £ile a Porm C-116 denoting
the gas-oil ratic of the well, .

(3) 1In order to handle ths production of casinghsad gas from oil
wells on gas proration units, it will be necessary to set up what are known
as special gas units, A possible definition of a special gas unit could be
%A gas proration unit which contains a well classified as a gas well and one
or more wells classified as oil wells, all producing from the vertical limits
of the Iumont Gas Pool™,

(4) In order to determins the volumes of gas being produced by oil
wells, it will be advisable to have 8 scheduled gas-0il. ratioc survey of the
pool as soon as possible and every six months thereafter. The procedure would
be that the special gas units would be listed separately in the gas prorstion
schedule and the dry gas production listed together with the casinghead gas
production from oil wells within each special gag unit. The sum of thess two
figures would be the amount charged against the gas allowable. In order to



effectively nominate the correct amount cf casinghead gas to be allocated
each month, 1t will be necessary to arrive at an estimated figure each month
of this volume so that the proper allocation can be made to the pool.

(5) A provision should be made in the order to take care of the
completion, recompletion or reclassification of & well within a special gas
unit as to the effective date such well shall be carried on the gas schedule
and the gas production charged against the gas unit. This probably should
be the first day of the second month fellowing the completion of the well,
thus giving the operator an opportunity to take an accurate gas—-oil ratio

tealt,

(6) It will be nedcessary to require GOR tests on completed oil
wolls as soon as the well is completed and it will also be necessary in the
case of gas volwiws produced from two units going through the same nreter
to the zascline plant to be estimated ae nearly as possible, Thir is the

E

rsason {or the GOR test requirement.

(7) I believe the procedurs should be followed for a period of six
to nine monthe so that the history of the rules can be observed and at the
end of this time another hearing should be called.

(8) It may be advisable for the Commission to require the combination
reporting on Porm $-115 of dry gas production and casinghead production on each
unit so that ths figures for gas proration purposes can be obbained on one form,
The couploxities of the determination of total easinghead production are enormous
.and may roquire constant revision; therefore, it is probably advisable to leave
the reporting provision of the order as {lexible as possible to allow the Com-~
mission to require certain procedures as they may deem advisable from tims to .

tine,

(9) It is possible that a special gas unit may have so much casing-

head gas production that there will bo no dry gas allowable left. Although
you cannot determine this fact at the present time, it may have to be con-

sidered at a later date.




BEFORE THE OXI, CONSERVATION COMMISSION
OF ThE STATE OF NEW MEXICO

IN THE MATTER OF THBE HEARING
CALLED BY THE OIL COHSERVATION
COMMISBION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 881
Order No., R-1915

APPLICATION OF THE OIL CONSERVATION
COMMISSION UPON ITS8 OWN MOTION ¥OR
‘AN ORDER AMENDING AND REVISING THE
SPECIAL RULES AND REGULATIONS FOR
'THE EUMONT GAS POOL, A8 SET FORTH
"IN ORDER NO. R~520 TO PROVIDE FOR

A SYSTEM OF ALLOCATING OIL AND GAS
ALIOWABLE TO PRORATION UNITS WITHIN
'THE POOL;3 TO PROVIDE SPECIAL RULES
AND REGUIATIONS FOR DUALLY COMPLETED
JWELLB WITHIN THE BUMONT GAS POOL AND
'ASSIGm{EHT OF ALLOWABLES THERETOj
'AND TO PROMULGATE ANY OTHER RULES
AND REGULATIONS IN ORDER TO PREVENT
' WASTE AND PROTECT CORREIATIVE RIGHTS,

ORDER OF THE COMMISSBION

|BY_THE COMMISSION:

,; This cause came on for hearing at 2 o'clock a.m. on
.June 28, 1955, at Santa Fe, New Mexico, before the Oil Consex-
‘vation Cosmission of New Mexico, hereinafter referrxed to as the

| "Commiseion." i

] NOW, on this 2214  gay of March, 1961, the Commission, i
'a quorum being present, having considered the testimony presented |
‘and the exhibits raceived at said hearing, and being fully advi.sed

'1n the premises,
‘ FINDS:

(1) That due publi¢ notice having been given as required by
'law, the Commission has jurisdiction of this cause and the aubject

mattor thereof,

(2) That the subject case, pending for an undue period of
‘time, should be dismissed.

IT IS THEREFORE ORDRRED:

That Case No. 881 be and the same is hereby dismigsed.




oD
CASBE No. 88l
Oxrder No. R~1915

: DONE at Santa Fe, New Mexico, on the day and year herxein- :
above designated. «

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

N o —

EDWIN L. MECHEM, Chairman

. 8, WALKER, mbex

P
//)L [N dte [,

A. L. DORTER, Jr., Member & Seoretary

' asx/
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BEFORE THE

©il onserpation Conunission
SANYA Fg, NEW MEXICO
I R S

R el

IN THE MATTER OF:

CASE NO. _ 31

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
RooMs 105, 106, 107 EL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEwW MEXicO
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The application of $ha G0 Congervabion Comission
Tor an amendmient Lo thal nortion of Order 1320
perhaxulng te bne M8pecial ules aung dexulations

1

A

Tor Lo sDumnent Gas vool .M
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Applicani, in the above-siyied cause, seels wn

order wnich amends and revises the "Svecial ules
and regulations for thc Fument Gas Pool" contained

in Order H-520 to provide Lo a system of allocat-
ing o0il and gas allowab*o" Lo proration unils
within the Bumont Gas Fool; and Lo provide special
ru]*“’and resulations 7erLu'Qing to dually con-
pleted wells within the sumont Gas ool and assign-
ment of allowables thereto; and to promulgate any
other rules and regulations in order to provent
waste and protect correlative rights within tne
Fumont Gas Pool,
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SEFORE:

r., E. 3. {Johnny) Walkexr
Fr. William 3. Macey

TRANSCRIPT OF HEARING

MR, MACEY: 7Tr~ nexbt case is Cas~ 881,

So- Jo (F IX I\! I h& .{

¢alled as a witness, having been first duly sworn,. testified as
follows:

DIRECT LAAMILATION

sy MR. KITTS:

Q ¥ill) vou state your name ancé position, please?

A S, J. Stanlev. BEngineer Tor the 0il C ervation Commissig

Q _Mr, Stapley, you are familiar with Case 881, are you not?

ADA DEARNLEY & ASSOCIATES ~
STENOTYPE REFORTERS
ALBUQUERQUE, NEW MEXICO
TELEFHONE 3-6691
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croblen facing tne Coumicssion in Cace 831, in o simnllilled manuncr,

I'n tne introduction ol thisg vestimony; we will introouce ir.

Hontgomery, wno will follow with & more technical, geologlcal

analyvsis of the problen.

Briefly, the problem in tnis case is the granting of duals

within the vertical limits of one pool, namely the Bumont Gas Pool.

Seconaly, there is a problem ol granting gas proration uniis ane

within this gas vroration unit there are oil wells located down

-

structure, wnich produce from the defined 1limits of the same pool.

Exhibit Number ¢ snows tne horizontal soundaries of two o0il poclsy
namely, the Funice and Monument Oil Poéls.

G What color?

A 'These are colored in red. It also shows the horizontal
boundaries, as defined by the Commission, of the Fumont Gas Pool,
which is colored in green. The feature of these boundaries is the

fact that there is nearly identical overlap., Exhibit llo. 10 is a

]
-
o
-
14

implified cross~section showin: the Yates, the Seven jtiver

w
iy

Gueen, the Grayburg and the San Andres. This cross—gsection was

X {“T‘ (q<

chosenﬁ@t random and is located 1980 feet from Lhe south lines of

ot
j%ar ]

Sections 31, 32, 33, in Range 37

ast; in Sections 33, 34, 35, 36,
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exelain the protlem. Yels sirole cross-sccelblon indicaues the

geclosical sbreucture off Yhie cuniou-lloimeienl UL Mool and the hont

G Fool.
Tne Lanize~lopument 011 ool was discovered on Marcen 20 ol 1928

d to aale the Lwo oll wools have anyroximuiely 1,000 oil wells.

<y
w
—
-

When these vools were first deilled, 19 was a general practice to
drill the wells o a cerialin subsea date as far as total deoth is
concerned, ‘The ruvule of thumb was Lo bottom up slightly above an
approximate minus 355 foot subsea data. “This was considered to bde
the water oil contact.

¢ Do you have that marked on your mxhibit

A Yes, sir. Here is the water oll contact in the pool. With

this rule operators would attempt to vary vhel: programu oy

v
"
@]
je¥)
%)
..J
..-./
_—
401

landing

the casing at such a point to reduce 10w Zas-0l1 ratlos.

In this respect 1t was found that the casing coint should be below

cal black lines on tnis

=

the minus 150 fool subseca datum. The vert
particular exhibit, that is Exhibit Ho., 10, indicate the position df
wells nenetrating the Monument 0il Pcool, It must be noved that tndre
is a close similaritcy between all wells, pertaining to total depth,
This is the truve characteristic of tha entire iield., Iowever, the
most important part and the most imroric *p foeature of the crogs-—
section is tnis: ‘lhat 2L an ozerator cohformed to completing higs
well at a certain subsea datwm, eventually these wells would cross
formational boundaries as they procecded Irom the middle of the
vool in a westward direction. This is also true, that if they

o

procecded with the completion of these wells from the center of thg
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formations Lo the west. Thecoraooicelly, developnent could contlinue

on the west flanks of nhnis ficlad and 17 scroslly and sermeabllity

existea in these formations, Lhow cvernbunlly we covld have oll pro-

ducticn nol oriy from the Gueen Torwaltlorn, bul algo from the Severn

Rivers formation and eventualiv the Yates formation.
We feel that the water-cil contact continues roegionally ad
"T 7

aponroximately minus 350 feet or mirus 300 subsenx feet, Wo do lecl

sjonally the gas-o0il contact for all vraciical purooses

reraing at minus 150 feet. This actuaily occurs, ana Li'e HMonbsomoy

e A

will testify to this occurrence. The nioblem now unfolds itseld

Q]

[3
’

theoretically witn porosity and permeabil ity developrment, why nou

Ps

diil)l o well in such & manner thal an onerator can nerforate the
nipe above thd gas=-oll contact as showr and produce sas and a1sc
verforate below the gus-oll contact and produce oll and separauve

chicge Lwo vwones by pacier,

.
.l

cr:e formation

e

well could be located wibhi
o al loeoast within the vertical limits of one vool. This has actuglly

. huvpened and §owould like to read into the record 15 oil-gas duals

wiuhin the ¥Yumont Pool and read into the record the formations wnidh

i

chiey aae producing {rom. The Amerada-ihite Ho. 171s middle Seven
- divers oild, Jower Yhtes and upper Seven Rivers gas.  The
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L5 ds lower Yatos and Lo Sevon ddvers s oand

~

Amorada Wb

AU
HEp e wacen oil. The sheil siate o so. 17 is Yates-seven wivers
sas, fueen 0id . The Anorada Wb he. I ods Yates and Seven ilivers
zas, migdle Seven fdvers oll. Tho Chare: it Corijpany, tall staio
r"‘di’k
Yo, 1 is urper Seven Hivers sgas, lowar sceven Hivers oil.  tThe
R IR
Amcrada Wiid Yo, 2 is lower Yates, upper seven livers gas, middle
PRETIES B
vy g H Yy -1 i 5 4 ’ < T s i ’ - > : .
Seven Hivers oil. The Shell State 312 Jo. 2-1 ts Yatlns and doven
-tV
Hivers ras, #ducen cili. Tne Superior 011 Compaiyy State so. 1-12"
is uprer Seven Hivers gzas, middle Seven iiivers oil.  The Charm
'f/\_—y_,\~\.
superior State No. 1" is Yates gas, middie Seven Hivers oil. The Ui
/\1.‘3\’93
ing and sxpleration No. <4'is Seven hivers gas, upper duecen oil.
g3V
The Shell State H. Ro.{z is uprer Seven lMivers gas, 3ueen oil. Thy

Pt
‘C,‘7—'\v\
Amerada W8 Me. 17is lower Yates, upper beven divers gas, wmiddle

Seven Rivers oil. The Shell 3State o No. 47is Yates and Seven

Rivers gas, lower Seven divers cil. Lrilling and oxploration
State I¥ Yo. 3 is Yates and Seven Rivers gas, upper Quzen oil. The

ATy ,
imble State 8171s Yates, Seven Rivers gas, lower Seven fivers, thg

Queen oil.

Q What data did you use in your preyaratiou’of the testimdny
you have just given on these wells?

A  ¥We have used the geolegical data as preprarsd by FHr. Mont-
zomery and the nemenclature that recognizes the various formations
and the various exhibits that we shall sce.
= - 4 Is that the basis {or your testimony?

i&. Y&)S.

Q All cight.

‘\"\

i1l-

.
A All thesc dual completions are within the vertical limits
o of ope rool. namely, the zumont Gas I'col. Secondly, the problem that
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contact, have ine characteristic ¢f vroducing with 2 low susg-ocill

ratio, A voidage, as determined by me, and 1 used the Cox method

-and AJP.1, Drilling of 1942, wpazes 137 to 147, based on the 4O

barrel allowable, would be avproximately A& barrels. 7To be con-

servative, add an additional 0600 cubic feet of zas to account, far
)

1y

any vossivble free pgas which could occur. The total oll voidage

would be apwproximately 100 barrels, based on 40 barrels a dav

—t

v

voidage of 2 barrels.

Let me repeat, for every 1 M.C.F. of gas that we produce in ¢

Taking 800,000 cubic feet of gas would be 1,600 barrels reservoir
voidage, or approximately 16 times the voldase of oil. Therefore,
the net result would be the movement of cil up structure.

Mit. XKITTS: Ve offer Commissiont¥s Hxnibit 9 and 10,

MR; MACEY: Without objection, Exhibits 9 anc 10 will be
received.

MR, KITTS: That is ali,

SOV DLTNeTATe dr Sa G Lo kit Ui L L, O wiboa Lo o vertoeod

Ty e P P fY e s oy ey F N v e . N - .

AL LD G Do BUOne LG 00 L, Tl U Ve WADLe G GGy .

e Qveraa ‘/(/ SOTTO D BTG, DD TR LE S ONNICE S Ol Ll average,
Y T O N RV & JR D T OV

oo 40 yaul ty LDuine PR [VERES DENTOIIRVERN 10 IS PRERESS RS R N S I ) C'u)o,uv\l Cilirh

o T i e raryia fieyar P L L PP T e S FOTE S

LG Ol ras L2l aav., G LD COHG LTS VOsLneUC WLULAONAWLLS O Uil

17 : o oy Pa PG e S o i X I T S S < SR

Zas woedll v Lh an offsey o1 woll dows structure and o cunc.ing, Lirom

4.1 Ny s F o N T { - [FERAN e B I . 2T Ty ERRgS oy e

Lhe same Jornatlol. e oll wells usually, below the gas-oll

allowable. &y calcuiations of 1,000 feet of dry gas at 1,000 pount

pressure reservoir temperature, gravity of .08, would be avproximalf:

Bumont Gas Pool, we void 2 barrels of reservoir space, aprroximuatel

1%

~r
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“average, the first bottom hole pressure taken in 1955, and it does

e o i sesslons Ll Lo vt sy
Sy bile LuskDin
21 believe, e DLniiooy, SO0 Dave 5ore BOLLom Lode prassure
picrmasion and pressuce on Lo e informetion which nmisnd be ol
interest an this Ling.

A wWell, §odidrtt actuwlly vrapnare bhese exhibliis lo o finished
rasbter. 1 do have a comparison of bobbon nole wressure in iLhe
Wunice=lonument Oil Pocl as conmpared witnh the Fumont shut-in
pressures. buring 1654 the anproxinate botiom hole vressuve of thp
Monument Oil Pool was 1,012 wvounds. Also during that time I haqd
averazed the shut-in pressures of all tue sas wells in the Lumont
Pool, as taken on the deliverability tests; and they themseives

3

were shut-in, the wells were shut-in Tor 72 hours, and that averag
nressure was 1,022 pounds. “here was only a difference of 10
vounds between the oil reservoir and the zas reservoif.

One of the most interesting feztures oi the bottom hole
pressure curve is the fact that since 1938 to 1952 the reservoir,
that is the Monument-- Zunice-konumens 0il Pool declined bn the
avefage of 18 vounds., Then, from 51 o 152 and 54, there was
an average bottom hole nressure dres in this reservoir of G5
pounds, We at that time anticipated that in 1655 the bottom hole
pressure in the Eunice-Honument Pool should increase, regardless
of the voidage, regardless of the nroduction due to the fact that

in this particular vnool we had repaired somewhere around 100

casing leaks and actually, I Jjust received the bottom nole pressure

indicate that the average vressure is slightly higher in 1955 in

the Funice-lfonument 0il Pool than:-it was in 1954L. I attribute that
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A Yoes. Tt oweuloe e conslieravly Dhighes than Lhat 150 4L were

a4 rosorvoly pregsure, Lnoce wonld be consideravloe difference petwedn
Lne Ltwo noois. b owouldn't be because of the weignt of column of
zas, LU it were all gas 16 would be siligsghtly higher, but it would

4

be insignificant. T tried to take into consideration only those
wells tnat we kuow that are not producing any fluid.
MR« MACEY: Your 1% nound decline you referred to is a per
year average decline?
A Yes, sir.
M. MACEY: Any other guestions of Ir. Stanley? If not,

he may be excused.

e ~t, e N N ey Al e NS e
LA s T T S S S K A1

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

By Iil. KITTS:

Q tate your name and vosition, nlease.

4 Kandall Montgonery. Geologist for Hew lexico 0il Conser-
vation Commissiona

4 Mr. Montgomery, you are familiar with Case 881
- A Yes, sir, 1 am.
¢ Before beginning vour testimony, do you have any brief

introductory statemens you wish to make?

J

et A My statements are essentially the same that Mr. Stanley
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vadoe, That s, cne, wial s to b done with Soaond dual corpletio

and, murher Lwo, @i tacy aire Lo bhe recosnized, to what oxtoent
shenld acroace boe dedicated Lo Lhese auwsont dry gas wells.,  The
third pgroblern that we have is wpont ¢il movine up structure,
Fossihly the Courth aw that tThe Comrrission is going to have Lo
work on would BLie, when we do {"inisin recompleting the classificatio
oi" the wells in the Dunice-Monument accordine Lo Grder =320, Hr.,
Porter has brouszht out the problem that we are soing 1o have on
some leases, wells on the same basic loase, some wells in the

ftumont and some wells in the sunice ov tonument, the ratic in Lhe

Monuwment being twe separate nLools zoing into the same tank battery

with the added problem that the ratio in Eﬁmont, 10,000 to 1, the

Monument, 3,090, and tunice, G,0080 to 1.

Q Yoﬁ have prepatcd several exhibits hére, takinr into
consideration ixhibit i through Exhibit 1 were these prepared by
you. T{ not, by whom were they prepared?

A DOxhiwit No. 1 and fxhibit No., 3 I prepared myself., I
assisted in the preparation of ULxhibits No. 2 and 4. Loixhibitis
1, 2, 3 and 4 are those cross-scctions published by the Strati-
graphic Committee that met after call by the Commission during the
fall of 1954. I found certain difficulties in attenpting to
reclassify these wells according to R-520 due te certain disagrcem
as to where many of the tops occurred in the Yates, Scven Hivers,
Queen and Grayburg. Therefore, this Committec was called and we
have arrived at certain marker beds which we f'eel are relatively
widespread and are about as good a markers as possibly can be
determined f{or these formaticns.

Q The markers shown cn the exhibits are those agreed upon by

—

hnt
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end ci btne sunice-Monument and Monument Pcol to the southern cnaq,

wWith the Schermernorn Guil State He. 1 to the Gulif Rumsey

snarting witn

No. 17, the southern portlon of the area rougnly coverins the span

of 3 townshins. Starting on the north end, we notice the Schermer-

horn Gulf State ilo. 1 is bottomed uvp in the Penrose Seciion.
Q¢ The green represents wnat?

A The green represents that interval that the well is actually

b
-

vroducing gas from as best we can determine true nerforations or
open hole sections. The red represents those intervals as best
we can determine that are either all open holes in the oil nool or
for the perforations in the oil pool.

One will note on tne northern end tnati we are relatively low

3

dJonument structure in the

’-

and as we go up Lo the crest of the
vicinity of the township of Monument, roughly, the highest point,

and going southward we get the general dip going back all the wal
o &> & 3 2 & S

down to Gulf-Ramsey No. 17. There is relative thickening in the
Seven rivers and Yates as we go off the structure.
@ T dontt bhelisve the wveople in the back of the room can make

i1l you point trnose

s
o
o
—~
]

-
ct
)
[o)
€N
o
=
o
w
4
-t

out the various formation:

?
H

out

3 A This upper band in here is the Yates. This portion in here

&

3

is 'he Seven Rivers. This portion hore is the Queen. The Queen

- s broken down into btwo parts, the "Q" representing the (ueen and
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lio. 9, is producing {romn the

LI renirosae WHLCHT Lu GOoiunt W eemoes b TNl lpuain, uud L5

viaely rocognized a5 Lo Yonvoge mencer of Lhie Ltoen. 1oobnlg
portion Lo otune Grayvorg.s oo tey ol wne san Andres Lo onob repre-
sented here. Lonave nob veon aolo o ooloeh Uhe oo of Uhe San
Andres on zanma ray ans elocuoicar log, so thaul Lor oo onol diciicane
o Lhese Cirross—~sactlions, bLul Loese werls @ corchunls oronuelag
Jrom the wells that woula oo Lic the aren shruelnre, Lhoer g
urobably vroducing freom Che Ban Andres, Loese swe wells. This

well is vroducing from the Paadock and this well, the Gull Matthowd

SRR L F e T LY A PO R - i :
PAFY ’v.l(l;iO{,}x, [SINRV: LA:G C“\J._’_l C.,/‘_( o LG )}- LS

vroaucing from tne Blinebry . They wers used seczuse there
nappened tc be a log thnere for the cross-sections. One will note
in examining the cross—sections, generally we can say, roughly,
that the gamma ray neutron log, ii it stays out well T 1s dolomite

anG denser anhydrite, possibly when it comes in we can gZenerally

say it is sand and possibly vorous. We can see tnat the Penrose

©

sand is a relatively good blanket sand, within areas, becomes more
dolomitic, It starts becoming more cdolomitic toward the base of
the Penrose as you come off the Monument structure. The sands
tend to come up. &As we go south, we notice the acolomites become
nigher in the Penrose until we get into the vicinity of the
Tidewater State A Ho. k., ’Then we riolice that percentagewise there
is more dolomite than anydrite. ow referring to the upver part
of the Queen, we {ind that on tor of the structure that it is
predominantly a dolomitic secticn. As we go down, we notice if

_ o . Aqqirs H
becomes more sandy, also in the neighborhcod of the Texas A?ates

Hoo. 5, becoming more sandy as we go oif structure clear on into

the Humble State B Ho. 7 and Gulf Ramsey Ho. 17. These in part
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the Grayburg and as we eontinue to 7o off structure in the neign-
boriiood of bhe Tidewater Coleman Wo. 3 we novice that the casing
is set about in the midpoint of the Penrose sand, indicating there
is some possible production f{row tne Penrose, but according to the
Zzamma ray log, it was an old well with a log running in the well
after it produced for a number of vears, indicates that vrobably
a large portion cf the oil was acbtually coming from the Grayourg.
This is intervreted oy bLne calcium, it seems to deposit not only
where the oill comes out, but it comes out of vre water, the waler
that is actually associated with the oil, and sometimes it is
actually water that is from the water table. iHere it is probably
that water that is associated witn the oil.

As we go on further south to Citiles 3ervice State C Ho..3, we

ion. Going

¢t

notice that the oil is entirely within the Penrose Sc
further south, Humble State 2 ilo. 7, w2 notice that the oil hias
been vroduced, the well is now plugged back, the oil has been
produced from the Penrcses Saction even higher thar what it was in
the Cities Service State C No. 3. The well was plugged back and

comeleted as a dry zas well in December of 1947. The portion of

the Queen was perforated for dry gas and in the Yates up here
o and in the Seven Rivers in the middle. Going further off structurg
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PR . L~ t - Yw gm mar oy [ et Ty ~d s Lol PR Y oee vaysie, 1
Lne corveialson s LDeCau3s Orr Lo wrii L Sharn ol thare was o small
anouis of oLt recovered in Lnis woell, Ol ounrarensly aia nol
3

P B .- . e ;- P e . S waen T Y (3 b e e e
Cech 4L was a commercial weli, Jngrlre wWere sevelrdal onglnekrias
R T A ~3 p N T R ] Y oiee e v s PR 4+
Cronlging Anveived; hhey nod awreaaqy ldanaea Lheir nlre at tne ton

SN Y A e . p . 1. Fod 1§ i T a e
of tne Yates, near the vouv of the Yates, and there wrovably would

nave oeen an engineering oroblem involved if thev could have made
a well. It is u dry egas well.

W r. Montgomery, as a resuit of vour stuay of this exiivit
dao you have any opinion as to whether there is communleation
throughout the Queen?

A TYes, sir, I telieve regionally there is communication

vhroughout the Queen.

Q@ Are any of the problems you spoke of in your introductory
statement shown by this exhibit?

A Yes, sir. %Ye will notice that taking tie Queen Section in
the oil, the Humble B No. 7 has prodauced from Cities Service State
C No. 3 is producing from -—- 1 am sorry, not the Cities Service
State C No., 3, hut the Humble State B lio. 7 ~-- the interval it
nas produced from is in the same zone that the Tidewater State A
No. 4 has been perforaved for dry gas. 1n other wordsp.thé greate

volunetric withdrawal due to the gas allowable as onposed to oil

N

allowables, the Tidewater State A Ilo. 4 and their dther wells in
the area are voiding considerably more space than the oil wells

are or have. Going to the Amerada State W No. z, which 1is a
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dary gas well completed in the Penrose Section. Continuing on up

Tooranenaeir well for ary as well, Lo Sy hirose
LOorhion O Nhe lasen, Wheotens e one o Lhe D10 en Servicoe O oto. 3
Lnz Penrose oil.  Tnere doos noh anreds Lo he Gy rSasonint s
soolocical varrier between those ol wellyg ara cas wells,

¢ Do your huave any [urther corpent on sxnipnii flo. 17
A L velieve that is ail,
L Passing now to lahiblt ho. 2 - -

.

A Mxnibit do. 2 05 an cast-west cross—sccililon throuzgh the
northern vortion of the Monument Pocol. This is represented on
this small nlat by the red line tnabt goes eust Lo west here.
Again we are considerably off the flank on tne west side and the
cast side. The well on the west side,. the Ohio State McGrail Ho. f
is an oil well producing from tne Penrose Section. Going up>struc-

vre and one mile east, we Ifind that Amerada Vel B Ho. 1 is &

ot

the other gas wells shown on the cross-section are completed withijy
the Queen for dry gas, with the exception of the Amerada State O
lloo 1, which did take in a small portion of the lower Seven Rivers
in the perforations. One will notice again that the oil is re-
maining at relatively common horizon. 1 do have some red inaicateq
on the Aztec Burke No. 1 -« T intended that red should noi be ther

1 intended to check in for drill stem tests or other information

that would show wossible shows of oil, but I dia not obtain the
information. I attempted to erase the red, but I did not have

a successful joo of doing it. The well was plugged back to the
middle portion of the (ueen and is now completed as a dry gas
well. To the best of my knowledge, it does not make any fluid.

It is plugged back as about a minus 10 or 1315 in relation to sea

&

—
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within tno Bumont?

A w0, 31, 5oL on ties cross-secitions The dual completion
I iy g e A ey T i oy e P B R . Y . . . oy
neice are in the Monument and Sunice Fools.  There 1s no vroblom
as {ar wus thul point is concerned wilth any well shown here.

. 3

{0 Are any other vroblems vou spoke of illﬁstratea vy this
exhnibib?

A llo, sir, they are not.

¢ Do you have any further comment on kxbibic No. 27

A Ho.

Q@ Passing to Exhibitigl- -

A 1t is a cross-section here that runs in a southwesterly
direction, northerly direction through Townshiv 20 South and
represented on the small plat with the red line on Exhibit lo.
One will note here that this is sliightly south of the Monument
hish, which would be in this general neighborhood here,

We are a little lower stratigravohically, a little higher

sbr?tigraphically in the oil that cccurs at the common datum that
Mr. Stanley spoke of. In the vrevious exhibit, Exhibit 2, we
noticed that the oil was in the Penrosej Exhibit Ho. 1 we had
0il in the Penrose and Qucen. liow on Exhibit No. 3, the upper
vortion of the Queen comes down low enough and porosity and
permeability has developed in that interval that we do have an
oil well.

Q@ Is that the (ueen you are pointing Lo?

A Yes, this is the upper portion of the Queen. The Penrose

is this portion here which is part of the Queern. The Yates being
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11153 .LI:LQLV&.;., Lng eV GV ers Lo, and Lo Gueen Lnans o anterval,

Dows below beiny the Grayburi.

The sccont cross-seetion orn Lhe well less than o mile away
is Conbtinental Re@ld ﬁ23~ﬁo, o It dis an otl well completed wibhin
the Pernrose Section. Continuing on up gtructure, we come oo
Stanolind Gilluly A Jo. e The Stanolind is a -dry «as well,
vrevicusly produced oily Lhat nas ween plugped back and recompleted
as a dry gas well. It is perforated in the Yates, Seven Rivers ang
Queen. Down structure the perforations where probably most of
the gas is coming from is the same stratvigraphic interval that the
Continental Re@d B23 o, 6 is vroducing oil from. The second set
of perforations in the Stanolind well is in the same stratigraphic
horizon that Amerada WiD Ho. 1 is producing oil from,

Going on across the structure, we note that the wells in
the higher portion are probably producing oil from the Grayburg,
possibly San Andres, until vie getl to the west side. 'Je go down
and note that the Penrose again falls in this relatively common
interval and the Schermerhorn No. 1 is an o1l well in the Penrose,
whereas back up structure the Schermerhorn Chiristmas ﬁo. 1 is a
ary gas well in the Penrose. This JGchermerhorn %eir Nec. 1 was tne
second o0il well that was found on the éast side of the Jlunice-
Monument structure. It was completed as an oil well.

¢ Do you have any further comment on that exhibit?
A No.

G Passing on to Exhibit No. 4 - =

A Exhibit Ho. 4 is a west-east cross section through Township
21 South. It is represented on Exhibit Ho. 1 by the red line that

starts on the west side of the Funice-Monument structure and
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continues over inlbo the neilrshbovioca of the towr of Dunice in the

Penrose Skelly Pool, a digtance of avont 12 miles. To save work

L weny ancad and used Lals cross-section even though it is outslide
one area ol study. iHere each time 48 we Zel lower in the section
the high stratigrapnic unit vecomes vroduchive of o0ily the iast
case it was bLne upper Queen, now we are zetiing into the lower
Seven Hivers. On the exnibit, Charm, 1t is producing oil from the
lower Seven Hivers and the upper nortion of the (ueen. 1,320 feet
away, or one location if they are staked in the orthodox manner,
the Shell State L No. 4 is producing oil from the upper portion of
the Queén° The Charm Gulf State lo. 4 aprarently aid not find
any oil in the same horizon that the Shell State L No. 4 did, one
location to the east, because they plugged vack that portion that
is producing o0il in Shell State L lio. h.

‘ Going on eastward to the Atlantic State K No. 1, this well
is probably producing from the Grayburg. I think possibly wetd
have to run samples to determine that. 1 am nct sure then that
yvou would come to an acecurate determinatiorn.

 You haventt attempted to vick out the Grayourg?

A No, sir. You notice that thiere is no Grayburg top and that
was because in this particular area we were lost to find a bed that
we could carry across what they thought was the same bed we had
been carrying in the other areas, so we do not have a Grayburg top
here. These wells are possibly producing in the Grayourg. I would
say they are probably Grayburg. We will notice going up structure

the Continental Meyer B8 No. 4 is a dually completed well, dry

oo i A

gas in the Fumont and oil in the BEunice Pool; that the lower set

—~ of perforations on the Continental well are in the same interval
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thut thie Shell State j-4 1o producing ol wund also

- i 1y

Gulfl State Hos & kind of cveriapoing tacree.  Thay are withdrawing

AT

gt

zas of the same zone with no aprarect eoloric barrier separating
“her.,

Ynat zone?

A The zone of the lower perforation in the Contiliental Lever

& lloe he Lt is also verforated in the Yales and Seven livers

"

3
for gas, but again we will note in this area that the Yates and
Seven Rivers have consideraply more worosity and permeability than
we noticed on most of the other cross-sections in the area. Ve

are getting fucther off structure and the sand tends to pinch out

as we go up structure, the Yates and Seven Rivers sand.
Going on eastward to Texas Riddel} No. 1, it is a dry gas
well in the Penrose. They apparently attempted a comvletion a

little deeper, they pvlugged back. I do not know why they plugged

back. I have no information on that. The ¥eville G Penrose

Alves No. 2 is also a plug-back well and vroducing gas from the
Queen, mainly the Penrose portion.

@ Ave anv of the problems you mentioned in your initial
statemenﬁ illustrated by this exhibit?

A lone, other than the possibility of ithis dry gas voiding
considerably more reservoir space than the oil off structure and
possibly causing the oil to move up structure.

¢ Do you nave any further comment ih exhibit Ho. 47

A No, that is all,

Q@ Mr. Montgomery, in Exhibits 1 through 4 will you state
g ¥, g

A

briefly what data was available to you and the others who prepared

the exnibits?
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A Well, mxnibits ) Lhrouss b owore ol o very corgorenensivae
studys  There weoe bt loush sone DL cumianlos rerraegscobleu oo Lne
Comniiitee, A grealt muber of yeurs of cxparcionce of vorklia: in
the srea and ( myselfl do now toelicvoe tnal o vettor correlation
could nave pogsibly been adoplac.  wveryone wus very conscientions
wrd ¥othink thnat thev have raae a contrivution,

1 What tvee of data was usea”

L Their experience in the area, clectrical and gamma ray
logs and sample logs, core data, .

¢ HMr. Hontgomery, proceeding to Sxhioit Ho. 5 - =

A No. 5 was prepared oy Mr. lutter, engineer for the Commissi
It shows some of the problems that we sroke of todav. It is
illustrated on BExhibit No. 8 by the short blue line in Sections
34 and 35 in 19 South, Range 36 Bast. Shown on this cross—section
is the Snell Foster No. 4, the Amerada Gaither Ho. 3 and the
Amerada Gaither Ho. 1 and the Amerada Veir No. 3. Ye note again
as we g£o off structure in this relatively common cccurrence of oil
that off structure in the Shell Foster No. 4, the well is cowplele
for oil in the Penrosé Section. I would like to, at the risk of
being a little boring, read the potentials on these. Potentials

vy

on the Amerada Gaither No. 3, 752 barrels, G.0.R. of 227. The

initial potential on the Amerada Gaither io. 1 completed in the
Grayburg, 724 barrels with a G.0.R. of 666. Potential on Amerada
Weir No. 3 made 113 barrels of fluird, 2 vercent water through

'k in 1936, The

half-inch choke. The Ameradas were completed bacl

-~

Amerada Gaither No. 3 were completed in the latter part of 1954.

O ir. Montromerv, there is a small plat contained in that

Pt
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G T L 4 80, Plovou explain what wnal io?

A Y. Tnlg sogeuare cewcesents Jection 34 dod 1t is an owner-
ship e showing the Gull Tease "o the rnocbhoen rostion, thio
Armerana Lease outlined Lo reas The Suoeldon Souse, Lhe western

4 13-

oL . ey ew St P S s FEE T - et ) ) ' I
Sholdon LEA3C, Uag 20 acres, Ls oon Lne weelh side the Shell YWoste s

Y . - Ty PR Lt . L G o 1L . LS [ .. N N R
the scuth nalfl and the soubtn nal . e Ancradd acren s was oul-

. . . o e e S .,
linea in red. The reason for oublining 1t ir red wis toc reovresent

the wroration unit that is dedicatea to Amerada CGaither No. 1.,
QG Will yor point that out in that prorabtion unit?
A It is in the northeast of the southeast Section 34, 19, 36.

The Amerada Gaither Ho, 1 is a dually completed well for oil in

[

the Grayburg and gas in the Queen and very lower wortion of Lhe
Seven Rivers., The Amerada Gaitner llo. 1 and the Amazrada Gaitner
No. 3 are oil wells in the Penrose, all topn allowabie oil wells
with a very low gas—=0il ratib. In other words, at some point
between Lhe Amerada Gaither Ho. 1 ana the Amerada Gaither Ho.- 3
there is a gas-o0ll contact, reflerring just to that interval that
is producing in tne Amerada Gaither fo. 3, which would probably
make the gas~0il contact leaving the Gaither Ho. 1 actually some-
thning less than 80 acres that is essentially productive of gas.
But the perforations thalt are in the lower pvart of the Seven Riverd
and the upper part of the Queen, the gas-oil contact on that par-
ticular set of verforations probavly lies somewiere Lo the west.
I didn't ston to estimate, but »ossibly a mile or so further west.
Q That duvally cempleted well is producing oil from the Graybuyg?:

A Yes. I had it colored to the base of the casing sheet, whigh

is in the lower part of the Penrose, but I got some late informatidn

that T failed to vass on thay there is a racker set in the cpen
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o dnitial staterent wee Liivsbeanod Dy othis exnibin?
A Vell, this exhinll fo cevuing roosicly oo iivtle closor.
vl aid skiv one Jocatiocr vefore we sol Lo Ghe oll well off si
Ly indicuates that the dry juas well s oo
convach and vossinly witn unegun’ withdeowals that we will deass
this oil uvpstructure und causce tne dry sands to be wet by this
0il, 80 percent of which is lost and never recovered.

¢ 80 percent is lost by wetting the sands, is that correct?

A  That is the round figure, yes, sir.

Q 4ny other problem that you wisih to comment upon, il any is
~shown: by this exnibit?

A For the point of making an illustration, assume that the

Amerada Gaither Wo. 1 gas well produced all of 1954, It did not.
L

p

It was not completed until the latier part of '54, to

vart of '54, and also assume that the Amerada Guither Ho. 3 pro-

duced all of 1954, 1t did not, it was nolt completed urtil ljovembe

of %54, For the purpose of making an illustration here, assunme

a
that the Amerada Gaither No. 1 produced an average gas allowable
for 160 acres, wnich would be roughly 800 i.C.F. per dayv or

292,000 M.C.F., giving to the operator an income of about y2¢,200,

g

gas at 10 cents a thousand, voiding about 584,000 barrels oi

do o oo, - e ey pye sy e
tanlesv?®s estvimates

reservoir space. Those figures are using Hr. S

as to what space is immediately occupying tne reservoir, 1 comnar

o

this with the o. 3 well. Assume that it produced top allowable

L

for the vear of 1954, 40 barrels ol oil per day G.0O.i. 600, that

Ltiny closer to the us-=oil

sLuraetuts

>

kca

ADA DEARNLEY & ASSOCIATES
| STENOTYPE REPORTEES .
© ALBIIQUERQUE, NEW MEXICO
TELEPHONE 3.6691




T

B VAR G . - oY N P N Nl . !'l“ M RPN i . . Y.
vandll be Y4 000 toveels ol ol o G270 0 ta e Por RO oy VIR

rs
i 3 bogs : Ty i s 1 PR (s f 3 s B ! MR 3 . A
[TASTRNRF IS A R VE UL SR ¢ L S T G VE S L A S I PR e ¢ A SR S ,-;.‘.‘IJ S TS DR VLS S SO I e
PCUSana I U QUL bl s, U e SO tunG: STENETE IR 70 o
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the oil on 160 zero basis us tha us well ls, o will soe an lncomd

ci rougnly 160,000 as ovvosed oo dry sas well o aboui 30,000,
160 orr to 30,0C0.

Another problem to be considered, will Lha ¢il be moving
upstructure with this geeat difference in reservoiyr space voided?

The gas will be getiing consideravly iore than the oil and wetting

<

the dry sands., Another uroblem will be Lthe Inereased 1ifting
o cost and vremature abandonment of the oll weils on the {lanks,.
-l ¢ Do you have any further comment on sxhibit §

A That is all,

(Recess)

Continuation of Case 881 after the recess at 10:30 A.l.

DIRECT LAAMLKATION (Continued)

By R, KITTS:

@  Can we backtrack a moment and will vou look again at xhibifs
2 through L and for the benefit of the renrssentaiives here, read
off the Committee's number o¢nh these cross-secl’ons?

A Yes, sir. B#xhivit Ho. 1 is the sheet 1 of 10, Exhivlit Ho. %

is L of 10, Exhiblit Ho. 3 is sheet 5 of 10

~

i 65 of 10.

-— Q vou comnented thalt was not brepared ©)

%

Turning to ¥xhi
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LAl Laal cuared Lwoyoun?

A s e rig o€y ey g -, H Py g | 3

it L0, G WAS AL uiis b 5oun na A O, O
croduetliony Lhe zreen, cas vooniet ool TUha el low ool Cenrenen B
somn ol Vhe el Saikis, one Soven Jdivesrs and Yaues fornationse
This is oot complete, buu il does show Lhal She sandg do tend Lo

Aanecn oul uvstruciture anu uvacome LhLuner.  oome ol Lhamarker sandy

are present taroughoul the area.
is tne location?
A The location as sacwsn on Zxhicit & by the blue lins - - is

P~ oy .

i the southern cporvion of Townsniy 20, South, Range 3€6 kaste

Again one can sec upstruclture that lthese sands do tend teo thin

and some of the markers do carry out tnrougn the entire area. Cne

of the vest markers we nave is wnabt I roferred to as the Yhwin sanc
7 a4

which is at the very base of the

sand being the tor of the Seven Rivers. There is considerable
difficulty as we get in the neighborhood of the Amerada White lo. ]
in Section 35 and Amerada White lg. 2 in Section 35, correlating

1

the top of the Seven Rivers. The twin sand is not Lhere, the

n oanmount of

i

dolomites have become sund and ohere is a certa
difficulty in picking tneée voints. The reason that [ have picked
the Seven Rivers where 1 have, these wells further to the west,

Charm Coll No. 1 and Atlantic Seale io, i, was due to the thickenti:
of the unitsoff structure. It wasn't based on eclectrical logs, buy
correlating of a, quite a wide area Trom thne isopachous nap

which T belisve is the reasonable assumwption f{or the topr of Seven

m
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e - s b L ~ X S wres e P S N .. e

completea for gas in the lower Seven Rivers and the lower Yates,

~

excuse me, and the upper porition ol thoe 3Seven iivers for ¢il, to
what 1 am referring enerually as o the middlie vart of the Seven
Rivers. You nobe that the sands tend to winch ocut upstructure us
we go ot up. They arec considerably thicker-in the area of the
Ameraca White No. 1.

0 Is that line, broken line underneath that Amerada White o,
is that the top of thé Gueen there? ‘

A This well did not penetrahe to the ueen, vut I have indicat
by dash-lines the vossible point that it would top the (ucen, You
would expect 1t to top the Queen if you drilled that deen.

We will note that Charm Coll lo. 1, according to my corre-
lations, is completed in the Yates formacion for oil, initial
votential of 350 barrels of cil wver dave. Drill stem test from
3891, 3¢03 and recovered sore salt water,

As we go on westward Lo the Atlantic Seale MNo. 1, we note
that the well, according to my correlation, is completed for oil
in the o0il portion of the Yates and the various tep bed in the

upper portion of the Seven Rivers. The Atlantic spent a considera:

amount of money on this particular well. This well was vefore the

ed
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lower in the Queen.

where I correlated the top of the Grayburg..

|

Commission Yoy wa aprnilceubicn for fwo oil wod sas duald, oil belngs
shove L sus.  They Al censlocesulo norflocauing and Lesting.

The lhverval ol pecrloratin s o md testin: Lo indicated uy rectangle
heve, with a lon i dilazonal Dine,  Poal sareens to fall in the sane,
portlions of 10 havcen bo [ull 1 Lhie same zene that the Charm Coll
wo. L ds o wronucing il {ron ove lIocation to the west. The pipe wad

sct ang pgave something iike 10,000 gallons andg Shey even recovered

[\ RN
sallt waver in uhere, 1 still donti understand exactly
salt water; auv least they spent considerable time and effort

attempting Lo make o well and rececived no recovery., They went on

down Lo the lower Yates and completed in the lower Yates and upper

Seven Rivers,
. ‘ O |
Going eastward, we note that the Amerada Wnltqﬁ;s producing

oil from the middle 3even Hivers. Amerada White lg. 2 is perforatdd

in th lower Seven Rivers and the upper porticn of the Queen for
&*wﬁ§ié; Continuing eastward, ameraaa Vhite Ho. 1, Section 35, is
perforated a Jittle by the lower, the bottonm perfdration is 3 littl
A Continuing on, the Humble Foreano fo. 6 has
produvced oil from the lower middie portion of the Quecen, but has
been since that time plugged back and completed as a dry gas well
in the upper portion of the {ueen.

Continuing further, we {ind the Humble Foveano Ho, 3 is
producing oil lower in the Queen sectlion and the Humble Fopeano
No. 1 is producing oil from the Grayourg. The casing is set about
50 feet above the Gravburg. They reported the top of the pay
Eastward is Shell State K Mo, 1, completed in the Gréyburg

for an oil well, We will note on this varticular cross-section thg

3 . . .
wny uwney goy

L&
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unpgiruchure tne gas perlorallons are 0ies8eh DY ol nerlorationys

N S ) L rors I = R A A ey e A2 F " oy BN -~ - -
dgownstructure, as snown Ln Aamerada YUnite o, 1 oand Lhe Atlantic

€3 T T v A 4} vt Ty e e - o . . et R 3
Seale o, 1 and tie Humvice FODCANO 1O, 1 Al Areradz Walte o,

rd Amerada White flo. 2. Also the lumble Fopeano o, 1 is com-
vleted for dry gas in the upver Qucen, the surme situation here.
Ve want to mention that there are wells scattered throushou

the entire area that are completed in various intervals for gas
and oll,

Q@ Are there any of the problems that‘you have svoken of
illustrated by this exhibit?

A Yes, sir. As I stated earlier, the Amerada White lp. 1 is
dual completion, Humont dual. I would like to point out that
the one I spoke about, the Humble Fopeano lo. 6 being in the
same gzone as Amerada White No. 1, 0il being in the White well and

gas in the Humble Fopeano o, 6. If we move up to guarter-section

s

N

just_north of the Amerada White Ho. 1, northwest quarter of Sectio
34, Bay Petroleum is the operator of that quarter section, anc
they have four wells completed in almost the identical same horiszo
but these portions of it are the same horizon as the Humble

Fopeano RNo. 6, completed for dry gas. It is located in the north-
east quarter section of 35. Hemembering that they are completed
in the identical same zones and taking actual production, the

Bay Petroleum Corporation Federal 1, 2, 3 and 4, we get it on

160 acres, which is located in the northwest quarter of Section 35
during the month of February they produced 4,866 barrels cf oil,
40 gravity oil would be $82.70 a barrel. The income would ve
$13,408 ~- it is not gravity 40. The Humble Fopearo HNo. 6, this

well here, which has 160 acres dedicated to it in the northeast

-e
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GURAree” A Loe guacibet Just Lo L casn ol L a4y woellis comvletac

i VY a3 wels pootucen T Foocuary 29,970,000

D Same 20Ty Ay
cuibic fect of sas. at 10 cents o Lhoasuno, Ineome of 32,907,00 ov
avout 10,000,000 less, bu voidad 66,000 varrels ol reservoir swvacy

ag ovuosed to 10,000 barrels of reserveir svuce for the oil and

the ¢il had over four oimes Lhe income,

¢ You are giving vour voidoge figure? You are using tae

same Cigure Mr. Stanicy used, that is 1 14.C.F. or 1007

e

1,000 M.C.F.
¢ 1,000 M.,C,F. for two barrels?
A 1,000 cubic feet.

1 M.C.F,

Yes, 1 M.C.F.
Q VWhat data did you use in the preparation of that exnibit?
A The Commission files and the electric logs that I received
from the Supprly Service,

& Proceeding to QEQQQQQyZ’ - -
A Exhibit 7 is a structﬁre contour on top of the Yates formation,
‘Was it prepared by you?

A Yes, sir, it was. The pointsused for contouring this were
taken only from radioactive logs and electrical logs. Ho attempt
at all ﬁas used, we did not use scout tops or any sample logs for.

any points on this cross-section on this structure contour man.

Of necessity, due to sparsity of logs in several areas, it is
5étually generalized and I have strong armed in many areas, which
- will be evident because all the points I used are placed on tne map.
@ What is your contour interval there?

A 50 feet., The producing interval of practically all the

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




~
- yAS
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SOy I T Ao rG Tty LOoLTTOV ALY GNG ) ol neLny 3 e ol
N !‘Y Gt ity DTG Bt & Vo LT RTS L wWoud i 4 “i'-’— /“ [} §“)L‘
Ly = S N Ty HER A ST D L¥ ot L .. .
Saeven wiveirs, Wi /", Lowar Yabaos, M.00n, Pree tueen wolls wre
incicatea wo L ceu~aasned Cinn wmder Lne wedl. Conoerally, all

Lhis area are oroduacinsg Uron Loe ueer and AL soes

these wells in
In o narrow band on oup tnhe structure inte this area in nere, whicen
is a concentration, and further norih into this area, the nortie-

western vortion of the ieonument structure going ov up here is the

~

furthest north well. It is the Gulfl State D=4, as I recall. 1t

>

is in Section 14, 19, 36. Going around the tip of the structure
and coming back down, the first oil well we run onto is the John
Kelly well, It is in Section 16, 19 South, 37 Hast. The only
otvher ¢il wells on the west side, twe other oil wells on the east

side, I beg your pardon, Schermerhorn ¥Weir No. 1 in Section 175 .20

Section 2, 20 Soutn, 37 East.

few feet

g_r)

Q It is impossible to see the colors mors than
back., Can you state noy many wells you show there producing oil

from the Queen?

o=

Mr, Kitts, there are a few wells that I have a YQ" marked
by that I did not total up in my total number of wells., 1 feel
sure that they are producing from the Queen, but I did not take
time to go in and check the total depths or the casing points on
these wells, 1 do feel suroe théy are in tne Queen, ‘They are noﬁ
in the total T am going to give vou. 180 wells in my opinion
that are definitely producing from the (ueen. There are about

30.some wells I have a question mark by, but I feel they are in
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Lo il any Do o T PEFY CoL Do Lhi Saovon I SN
; A0 0n the Yubes v ool PRI LTOION T It S

Loz Suven sivoers, o howve She Phoat o owonle e RE2 o wellose o Clon as '
these wolls are woodoo ity 1 uve lantonoen on nere wells Lrat
nava o are vroduceing Lo abe.  Than was Jov obo gnecific purnoso
of my owun in deivy Liwmt. A5 ol Februwry, 185 of Lhese wells were
virodireing. That ds s0111 not the wells tral T have the
question marks by, nor that s nol counting tho Cueen wells that

are in the 3kages Pool aren, nor the walls in the Hardy Area which
' . .. ~ . R a ~ P s S L1 . . R N
are on the cast side of the flark. If we ci-cled them in red, ire

would have a red ring around tne comvlete iield of Uueen productior.

<L

Fhy

Q Do vou have any idea as -o botal number ol zas wells?

There are 2035

A T do not have a total number of
‘3 factors. 1 could have counted theﬁ, vut T 4id not, 160 acves

having a factor of 1., dany wells do not have 160, many wells are
considerably more than 1A0C. The present rroducticn, vsing February
ficures, converted to 30-dav month, shows a totsl of 101,640 barrels

of 0il vroduced from Zumont wells. Those are wells-~Lb of those

wells are presently classified as Zumont wells. The remainder will]

ve classified when we et to the mechanics of doing it. They are
within the vertical limits of the Bumont, Trhat is stilil not using
the wells that I was in doubi avout. That will probably increase

the production consideranly. AL $2.70 a vorrel, a votal of

- @27k, h28, $275,000 roughly, pius 1,215,300 M.C.1". casingnhzad gas,
51 cents per thousand Tfor a valuc of 463,807, A4 to value incom
received from the Bumont oil wells would be 338,227, 340,000

— roughly. The total dry zas in the Fumont for 1954 was 34,077,218,900
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1Y vou aynluin Lenlinld Lrhut oracaran oy ovou?
: J v L Vol
3 S Ty - PPN ¢ . . - F 4 ., - y
A Yes, siy, it was. Oxhiols oo B oLg again o structnre convoys
r A E I R R . 3. e D e v
mas on top ol the Yates, 1t is an ldentical reproauction ol
Werln g Ry 0T - O e T T R O e I VHEE A o s T da e ‘dark-bive linos
/ANIDA WO /, DUT Suner-imnasen on 1t waitn {na , -~DIiUC LANeS

are the traces of the cross~secticns and in the colored area

rovresents Lhe different produciiiy horizons of the oil

revresents the mones of (pueer oill preduction aszain, or possible

n

oil producticon from the Queen, Thaut is stricily on trhe west side;

onn the east side I have only indicated gas wells and cil wellsy

in the
ardy 1 dild not have any logs at all, but L ¢o xnow Lhabt Lhey are
all from the Queen, and in $he Arrowhead area, I did not indlcate
any svecifically, but was inserpreving following my contour lines

rre
%

and urying to keer in mind the thickuess, which wells were proouci:
from the Wueen. They are considerably more than what 1 nave showr

I did not have the accurate information to prove myself with cach

individual well. The basis for brimgng it all the way down into
ril

a
the Arrowhead area was the d 1 ster test’on the Gulf Ramsey Ko,
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of the actual pocl on here, a vortior ol Lne arex in 21 South,

4 . T 3 A vt nes o) Y
Range 36 Bast is in the Arrcowhead Pocl.

ne southern nortion?

v
o

A Yes. The portion is in the llardy and portion in the Skagyg

The

nits have noit veen extended out in

Possibly the norizontul

1

portions of these areas. You will notice that I have my green

- a) .. "
continve on off the mun.

]

I just heard this morning that the Shell well, T don't recall

name cf it, it is in Section 21, 19 South, Range 36 Fast, is

rougnly a hall a nmile further west than what I have indicated

Trey have run pive on the well and Lher have veen werforating

there still is nothing definite about & well, but it does loo

the possibility of a well. It will be in the upper sand of the Qud

line, dewpendin

according te my correlation and that will extend my ¥
upon the structure, at least in this case, a half & mile, a 1
0 PO T Ly da Y —~ y —y e —en o, ,~"'|, b N ] - t LG ,_r'l'l e o
ruriner souvil;, &4 quarder oL a miae, us av ileds LG Wl mare

ore or two locabtions widerr than I have indicated on this map.

¢ In what sections?

remainder is within the Zumont vertical and horizontal limits.

Iy base mar did not ge far enoush west.

little

4o

the

W
(¥

=

on
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cotrt, a diaponal Lorouzn Towsghlrn, Soeuion 30 ana Seclion 26, btha

Lo orousnly o diaccnal Line Ty Lhere wricn below tne line ds very
NERF TR v g HE 1., . R 7 L U3 o v n oy . - S ; . .
aiificeult to rvick thie touw of Unz Perrose ococanse vne entire section

Ls essentially sand.

Further north, the nprer nart of the Queen becomes dolomitif
as. T explained ecarlier, ard in there we can nick the definite
Penrose, so from about Section 1k on morth, the rea color is based
only on ithe Penrose.

& Do you have any further comment vou wish to make on Exhibit

.
o3
N

)

A T believe that the east flank will probably be developed
i I

as is the west flank in the near future. e have many indications

of that; for instance, the Schermerhorn Virgilina [fo. 1 in Section
L, 1 South, 37 East, produced an average of about 25 barrels of
oil per dqy and a relatively small amount of gas. They have plugng
~off the oil and tried to make out & gas well of it., They have the
Gulf D=S well in the section which makes a small amount of oil.

We have the oil well of John Kelly in Section 16, and
have the Aztec No. 1 Burt which makes, well, they asked for 500
barrels of condensate a month, that is completed to the Penrose as
: a gas well and also on the Maxwell,Aztec ilo. 1 Maxwell, they asked
for about 500 barrels for the month of Avuril. Going on down to
the Cities Service Well in Section 2, 20 South, iange 37 East,

- we have a very high ratio . oil well. Ratio somewhere in the
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pelshborhoon of 70,7000 to L. We bnve oo olfow0 1 Do Seotion 1,

20 Souin, dauge 37 Bast, Uhe Seacrnernos lo. L YWelrs Gts Snitiol
croavebtion was only 20 warrels ooauye  Thie well has bearn decrcuasing
all the Sime. L o not fea! Lnal Lhis cendenns vhe area at al i
Scrnermerhorn ovisinelly deiiled Lhis well with the intent of rmalking
a ary gas well. 'P'ney son casing ronghi 2t the Lep of the Yates

and drilled down sore 800 or so feel inteo tLhe lower

Penrcse and tnen they [roctured with 10,000 gzallors. Yhere the

5

fracture went [ dontt know. “There is some £00 feet of open hole;

‘it did have a potential for 25 barrels of oil per dave. 1 feel it
was an engineering failure in that case. They expected to have
a gas well but they got oil. Going or further south into 21 South,
Range 36 Bast, the well in the northwest of the northwest makes
a small amount of o0il and the well in the southwest of the south-
west makes a small amount of o0il, They are essentially gas wellse.
i believe'that thérc hds only been one test that has actually been
in tne really gooos possible area f{ov oil production on the east
side. ‘That being the Schermerhorn Weir o, 1, which was an
engineering failure. Most of the 3+ :11s that are making oil’ have
barely got inte the gas~oil contact zone or there was a dense
section in there ard the gas wells that dc rot make oil, as I
recall most of them have stopped above where the probable gas-oil
contact is in this area,

ii‘ my guess 1is correct we can rossibdle e:{pect to extend
this red lire to go diagonally through vwossibly Section 3 of
19 South, 37 Bast and on in a southerly direction on around the

Skaggs Pool. That would be possibly some 300 locations in that

area.
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-.to a few words you are faced with a problem of dual completions

LE. SUTTIRR: Wes the town of lonument on that Exhivit?
L It 1s roupghly situated 1n this area nore svoul Section 32,
1¢ South, 37 Best. I7 wy interpretation is correct probable pro-
duction on the wost side, thore are preobably an estimeted guess of
two to threc nundred locations rmore to be drilled in the west sido
of course, depending on the porosity anc permebility in the arcas
which we have under control.

R KITPS: e move the introcduction of the Exnhibits Nos. 1
through &.

MR. FHACEY: Without objection they will be received.

MR. KITTS: That is all,

MR. 4CEY: 4ny questions of the witness? ‘If there sre no
questions of the witness, the witness may be excused.

MR. SELINGER: I would like to ask him a few questions,

CROSS BEXANINATION

BY: MR. SELINGER:

Q r. Montgomery; I believe you said that you had approximalb
1y'two hundred eishty units in the Dumont Sas Field?

A I should have said two nundred eightbe

Q@ I believe you said that so far you have record of forty-si
0il wells classified In the Eumont Gas Field but that there were
many more that you haven't zot classified as yet?

A Yes, I may have missed the forty-six a few.

Q Yes. In expléinihg Exhibit No. 8, you said that there
vould prbbably‘be two to thrée hundred more on the west side and
gbout the same amount on the esast sids. A Yes, sir.

Q Then, as I understand your testimony, to bring it on down

1

o
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witnin the vertlicel limits of the Fuont Sas order and you arc faced

with how to treat the oil &na gas wells in the vertical limits, for

the Euront Gas order, 1sg that correct? LA Yes, sir.
Q@ In order to take care of the second oroblem, it is not a

“

physical one but merely one of trying to adjust the relative esbilli-~

ties and allowables and prediction between the oll wells and the gas

wells in the vertical limits of the Ges order, is that cor-
veét?

A  Did I understand you to say balance the production?

qQ In order to equalize ~-

A  (Interrupting) The withdrawals.

Q (Continuing)--the withdrawals or have some rateable take
betwgen‘the oil wells gnd gas wells between the vertical limits of the
Eumont G&s order? A Yes, sir.

Q Physically you can't do anything avbout the wells as they
exist now, can you? The oil wells that are drilled there,they are
drilled there if the gas well is drilled there, they are drilled
there. There is nothing you can do about that physically. I ém
not tealking about duallcompletions. I am talking about the matter
of providing s system of allocating oil and gas allowable to pro-
ration units within the pool.

A VWell, there is something that could be done with them phy~
sically, yes, if the commission saw fit to be that drastic.

Q Would you recommend that they require the plugging of all
the oil wells in the vertical limits of the Eumont Gas order?

A I am not making any recommendation.

Q \VWould you recommend or have auy cpinions as to what they

snould do with the gas wells‘Within the vertical limits of the gas
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srder?

A There are nany situatinﬁs, circuastances involved. I know
a few of them but I do not know all of them due to the investments
and things that have gone on in the past possibly, I hesitate to
make @ recommendation.

Q  Wouldn't it be & more practical way then to leave physi-

v

cally the wells as tiney exist and to try to work out some system of
equitable or rateable talke between the oil and gas wells within thg
vertical limits of the Eumont Gas order? A Yes, sir.

@ Mr. Stanley said that tie reservolr space withdrawel between
oil wells and gas wells in the neignborhood of sixteen\times in
favor of the oil wells, 1is that correct? »

A No, sir, in favor of gas wells.

Q 1In favor of gaé, yes, excuse me. A Yes.

Q@ In explaining your Exhibit No. 6 in which you used the Bay-
Federal o one; two, three and four, on the same one hundred sixty
scres and comparing it with the Humble offset one well gas to one
hundred sixty acres to the east, you said that the financial returr
of the oil wells was in the neighborhood of six times the gas well
but that the resérvoir space withdrawal was six times in févor of
the gas well, is that correct? I believe you used thirteen thous-
and four hundred eight dollars for the four wells on a sixty acre
and you used a value of two thousand nine hundred ninety-seven dol-
lars for a gas well on one sixty acre.

A Thatmust have been another example, Mr. Selinger.

Q@ You usea the four Bay wells on the KFederal lease, four oil
wellé, the FPederal one, twq, three and four on the same one hundred

sixty acres, and you-used Humble offset to the east one well. You

the
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said financially the four wells total thnirtecn thousand four hun-

dred eipht dollars for the month of February, 1955, ang the finan-

cial return for the onc gas well on one hundred sixty acres was two

thousand nine hundred ninety-seven dollars, is that cerrect?
A  Yes, sir, that is right.

0

v

That the reservoir space withdrawal of the four oil wells
was ten thousand barrels and for the gas well was sixty thousand,
isntt that correct? A Yes, sir.

Q@ So that would make the reservoir space withdrawal of the
gas well sixty thousand compared to ten thousand for the four oil
wells? | A Yes, sir.

Q So you are faced with,economically the financial return is
faQoring toward the oil welis, but thet the withdrawal of volume
reservbir space 1is in favor of the gas wells?

A Yes, sir.

@ So the commission is faced on one hand with the economics
and on the other hand with the reservoir space withdrawsl?

A Yes, sira.

Q Would you be abie to prorate the gas wells or the gas area
without considering the 0il wells in the same pool?

A It would be very difficult to prorate thems

Q Likewise it would be most cifficult to try to prorate the

0il wells and completsly disregard the gas wells, isnt't that corredt?

A Yes, sire.

Q So that any method or system of proration in at least the
Eumont Gas pool and any area within the vertical limits of the
Bumont Gas order could; not participate strictly speaking on & gas

basis for proration or an oil basis for proration, could 1t? One
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must partake of the other.
A I we forget the waste angle, yes, slir.

Q

iow with respect to the wasbte angle, the more gllowsble you
zive the gas wells then the more waste will oécur, in so far as
ultimate oil recovery is concerned, wouldn't it?

v A Yes, sir.

@ hat recommendation do you have to the commission then as
to how to meet this problem? You have given the facts, dc you havg
after a careful study of all your exhibits and the problems invol v4
ed, do you have any recommendations to make to the commission?

IMR. KITTS: Objecticne. I believe Mr. Montgomery testified as
a geologlst. I believe he has also testified that he has no recom+
mendation to make on & policy maetter. JWhether he has a rignt of
opinion or not that he could express, if his was a policy making’
jobe I believe that is ==

1"R. SELINGER: I don't want to get into an &rpgument about it,
if you recall the preliminary statement thét Mr. Montgoméry made

listed four things, one of them was, number three was the system of

allocafing 0il and gas allowable to proration units within the pool,

pointing out that there is a definite problem of oil and gas wells

producing from the same pool. I he didn't attompt to delve on

that question I wonder why he brought it up in his direct testimony.

MR. MACEY: I possibly think he brought it up because he wantn
ed to present the factse. I doubt very seriously if there is any
one person in this entire room who could answer the problems that
sre involved in the Eumont podl. If he cares to exnress an opinioj

I think he could do so, if he didn't have an opinion he didn't havd

an opinion.
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ERe BZLGIGER: L will zsik the witness, do you have any oolnior

after making this exhaustive study as to v the commlssion shonld
proceed with rospect to dealiay equitably snd rateably between the
0ll and gas wolls in the same pool? I you don't have any, say you
don't nhave any and we will zo on.

A Vigll, I have of course arrived alt certain opinions, bubt one
opinion will depend upon a policy decislon of the commission and
whatever way they declide to go, well, another opinion would be
forthcominge. It is &1l kind of intermeshed when the commission
makes 1ts policy decision as to what to do then and only at that
time do I believe that reasonable recommendations could be made.

Q@ But at any rate you are ccnclusive in your views that the
gas wells in this pool could not be operated strictly speaking as
a gas pool without considering the oill wells in that same pool, is

that corroect? A That 1is correct,.

MR. SELINGER: Thet is all.

2

IMR. MACEY: Does anyone else have any questions of the witness

“R. STANLEY: I might clarify one thing in my calculations of
volumetric withdrawals in that particular case I compared -~

¥MR. KITTS: One sixty and forty acres.

KMR. STANLEY: Yes. |

¥R. SELINGER: For times on the one sixty.

MR. STANLEY: Yes. |

MR. MACEY: Anyone else have a question of the witness?

MR. CALLOWAY: I have a comment to make that lNr. Montgomery
and Mr. Stanley may want to answer. I know ~-

“R. MACEY: Iéentify yourselfl. _

R. CALLOWAY: Lir. C4lloway, Stanolind 0il & Gas Company.
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I notice that they have atiempbted to evaluate the denslty off oil that
would migrate up into the gas csp area on terms of reservolr area.
Therse is & possibllity thet the effective psy thickness could vary
between the o0il rim and the gas cap area. If that is the case some
thing should be, it mipght be difficult to tie thal down. One other
factor that might Dbe considered also in this conncction is the fact
that the expansibility of gas and oil 1s somewhat dif ferent. With-
drawing an equivalent volume in terms of reservoir barrels from a
gas zone would not cause the same decline in reservoir pressure as
it would if you withdrew as many barrels of oil from an oilrzone.Tﬂ
might have an influence for the o0il to migrate up into the gas cap.

MR. MACEY: Anyone else have & question of Nr. Moﬁtgomery? Ir
not == |

MR. CAMPBELL: Jack Cempbell of Roswell.
BY: NR. CAMPBELL: lr. Montgomery, am I correct in my recollection
that at the time some of the original hearings were‘beihg held in
connection with the Eumont Gas pool that théro was testimony on the
basis of estimated reserves that the value of the gas in the reser-
voir was greater than the,valué of the 0il?

A As I recall, that was the testimony, yes, sir.

Q. Is your opinion different from that now or are you basing
yourself solely upon present production and the value of the pres~
ent production, that might make a difference.

A That is all I was basing it on. I can sit down and think,
roughly what the valuss sre. ”

Q I wanted to be sure that the original testimony as I recall
it was that the estimated reserves of gas were greater value than

the estimated reserves of oil. Which was one basis of establishing

b
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it as & g¢as pool rather tnan an oll pool, or oil ana ras vool, is
that your recollection? A Yes, sir.

PR STANLEY: I would like to continue on with lr. Campbell!s
question, Mr. Montgomery. Since the hearing here about a year ago
pertaining to gas prorations in the Eumont pool, you have not de-
veloped enough oll to the west side of the Kumont pocol as we do
have today.

A We did have it but most of them were old wells. I don't
recall, possibly there were a few wellg out there but most of the
development was within the last year, of the new wells.

MR. WACEY: Anyone else have a question of Mr. Montgomery?

MR. STANLEY: ‘“There was one thing that I failed to mention on
the evidence that cil was moving up structure. That was that the
Gulf Oil Company State D A Number one was originally compieted as
a dryvgas well. I am sorry I do not have the figures but it pro-
duced dry gas for a relatively short period of time and is now a
top allowable o0il well. Anotner example is the State Gulf I3 S
Number one originally drilled as a dry gas well and produced no
fluid for a short time and started producing oil. The ratio is
still very high but they are relatively close to gas oil contact.
So probably it will not continue to decrease possibly.

MR. MACEY: Do you have anything further?

MR. STANLEY: That is all.

MR. MACEY: 1If no further gquestions thse witness may he excused

MR. SELINGER: MNay I ask Mr. Stanley a question or two if you
are through with Mr. Nontgomery?

MR. MACEY: Yes; sir.

BY: MR. SELINGER:
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@ lkr. Stanley, your testimony is in zccord with ir. Montpom-

ery's with rospect to the ersvensss of the situation of a nunber off
0il wells producing from the same vertical limits of a pool as the
zas weoells, is 1t not? .

A Yes, sir, that 1is correct.

Q Yourtestimony is 1In asccord with his testimony with respect
to the economics favoring the oil,and the reservoir space withdraw-
al. favoring the gas? | A Yes.

Q Do you likewise ag.;r'ée with him that the gas wells in this
field cannot be operated purely and simply on gas milevs without
considering the oil wells?

A Well, I think that the operation and the withdrawal of gas
from the Eumont Gas pool will ultimately effect the recovery of oil
in the BEumont 0il pool.

Q Are you likewise of the opinion that the oll wells must of
necessity be operated in conjunction with the gas?

A Yes, sir, I an.

@ In an attempt to seek the relative sgquality between the twj
types of wells can you use any basis of proration for either, othex
than an average factor?

A Of course this is merely my ooinion. I did not make any

recommendations.

Q I didh't ask you for your recommendation. I asked you Tfor
your opinion, .

A A1l rignt. There is the possibility that I feel that
should continue on an acreage basis.

Q@ Is that more or less 1in accord with your views that the

gas wells in the Eumont pcbl: cannot be operated strictly speaking
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228 rules senusrully?
A As they asro right now?

Q Yes.

A T think they could be operated -as tney are right now.

Could they follow exclusively marxet demand nominations and

o

disregard the oil wells?

A 1o, nct exactly because 1t could be possible that you could
withdraw so much gas that I feel that 1t might Injure the reservoiy
in the o0il field.

Q@ So generally you agree with his conclusion that both the
0il wells and the gas wells in the Bumont (Gas Field as defined wit]
in the vertical limits of the Bumont Gas order must be with respect
to proration and withdrawal must be in connection with each others
rights. A Yes, sir.

MR. SELINGER: That is all.

MR. NACEY: Anyone else?

MR. WOODWARD: We have a statement if no further questions of
the witness. |

FR. MACEY: Anyone have any further testimony they would like
to give in the case? Any statements to be made in the case? HNr.
Woodward?

MR. WOODWARD: Before we give that I think the commission
staff should be commended on a very thorough and detziled study
of the problems that faces the commission. One of the problems
that the starff has dwelt on at some length is the theoreticel pos-
sibility of a waste of o1l through migration and saturation or dry
sands up structure. As yet we have observed no tangible evidence

of any wholesale migration or waste of oil from that ceuse, We
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real.ze that such a possibility may exist ana should reguire the
close attention of the commission snd bears continued watching. A
a practicel matter I dont't know now you would prevent the migretior
short of shutiing in the zas wells and in view of the immense cx-
penditure and investment of money and sas completions at gas wells
that has already taken place, and in vicw of the fact that there is
very little if any tangible evidence of wholesale migration I think
such a drastic move would be completely unjustificd at this time.

One other problem they mentioned was the mechanical problem of]
handling duels from these various zones with different pressures
and ratios. I think that is & technical problem and a separate one
and could very well be glven some sepsrate study apart from this
probleme

The primary problem we are left with here it seems to us is

that of finding the falrest means possible "of allocating gas to oill

and gas wells completed in the same reservoir. To that end we would

make these recommendations, that the vertical and areal limits of
the Eumont Gas pool remain as they are. That no change be made in
the gas proration units and that a gas allowable be assigned to
those units. That a limiting gas-oil ratio of six thousand to one
be placed on the oll wells and the production of casing head gas
from thosce o1l wells be-deducted from the unit gas allowable in
those instances where oil and gas wells are completed on gas pro-
ration unit.

That would permit the operator of the gas proration unit to
make up the déficit between the productioﬁ of casing head gas and
the gas allowable from his gas completion. This recommendation is

based, of course, on‘the notation that you have a reservolr producs
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.or each tract on an acrease basis an equitable or rateable share of

| the casing head total cumulative casing head figures for the pre-

tive of both oil and cos onl that the fairest mothod of allocating

the gas production is to give each ene sixty or sixty-~four on tract

the total pool allocations.

In practical operation it would probably be necessary to take

ceeding two months and figure it from the total field allowable and
then divide the balance among the dry gas completions. This recom-
mendation attempts to steer hetween several extreme positions which
we feel would be unwarranted st this time.

A shutting in of the gas wells was alreaéy discussed, a strict
limitation on the simultaneous dedication of acreage would of
course destroy the existing investment in dual completions and in
view of the fact that each operaﬁor is entitled to an oil allowable
snd gas allowable for his . acreage in this pool, if he has both,
that would be no(reason that those operators could not make up the
deficit in any gas production-on ény tract in the pool.

MR. MACEY: Anyone else have a statement?

IiR. HINKEL: DNr. Clarence Hinkel, representing Huwble 0il and
Refining Company. The Humble, reiterates the recommendation pre-
viously made in several of the hearings for the adoption of speclal
field rules, for the‘prevention of waste and protection of corrsla-
tive rights can only be effected by the early adoption by the coni-
mission of & proration formula in Lea County associated oil and gas
reservoirs which will stabilize production for 0il wells and will
prevent underground waste.

MR. WALKER: I am reasonably sure someone is going to mention

continuancé but I haven't heard anything about it. . Are we golng
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to centinue this casc until next montn?

R VACKY: 1 haven'y heerd & motion.

WRe VALSER: 1 would like to maxe a mobion thalt the casoe be
continued and ¢ive us a chance to study the testimony and come uwp
with some evidence tn help solve the problems.

FR. MACEY: Anyone huve any objection to continuing the case
to the next month? Ir no objection, we will continue the hearing
to the month of liay, nowever, I would like to comment on iir. Wood-
ward's suggested procedure, it isn't that there are a number of
wvells, Nr. Woodward, on the west side of konument that are not con-
nected to avgasoline plant, which would virtually shut off any pos~
sibilities of accurate gas rather, in fact most of the wells that
are not connected to a gasoline plant are in that locality. JIome
off them dq not make any gas. The V/larren plant has not seen it to
extend their facilities. I don't know what the status is down |
south, but we nave thought of that particular suggestion that you
made, in fact we suzzested that in one instance in the Atlantic
Seale dual completion where we wrote the order in such a manner
that the gas volume would be deducted. It makes a very, very aifri
cult accounting problem. ile not only have a difficult accounting
problem with the present dry gas, it would reéeally complicate that
situation, unless we could work out some satisfactory method of
repvorting gas production.

R. W/OODWARD: We recognize thai there are a large number of
administrative problems that are inherent in any solution to this
problent. As the thing now stands of course there has been produc-
tion of gas from the 0il wells and at the same time some acreage DI

duction of gas from the gas wells. To accurately check the produc-

o- i
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tlon of ¢as in ecoch one of these uaibs, wicilicr or not 1t 1s connee
'to a gasoline plant or not is adiltiedly a aifficult problem, the
solution that we of fer we realize 1s far from perfect bubt we advanc
it as belin:; something better than what you"nave now, for the reason
you have at ].eastb some c¢ontrol in the area. Tnere is some mecha-
nisw by wnich the total take from one hundred sixty acre tract can
be limited. ith respect Lo those situations where you do not have
plant connection the- same conslderations for enforcing a gas-oil
ratio largely the operator's own Integrity and the presumption that
he will abide by the commissicns regulations is about all you have
got to go on at the present time. We realizs that, I thini very
possibly that an accounting form could be devised for reporting

these unit prcductions where you have gas and oil completions on a
zas proration unit. That situation to some extent may be temporary

I don't know how many of those units you would be fajced with
but I think that such a reporting procedure leaving the actual pre-
paration and reporting of the forms to the operator with spot
checks by the commission is probably the only practical way to get
that dope.

Let me point out this, that the absdnce of these connections
and any kind of equalization or procduction is going to be subject
to that same defect. You are going to have the sarﬁe trouble get~
ting the informations

MR. MACEY: Anyone else have a comment to make or statement &g
make? Nr. Montgomery?

MR. MONTGOMEEY: T made & mistake when I referred to cqulf

State being a top allowable. I said it is capable. The last I

heard that it was penalized fifty-five thousand five hundred fiftyt

ed

&
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five so it 15 now penalized as a scven bLarrel o day well.

KR FACKY: T want o os’c a purely informetion question, how
far alonz are you on the reclassification of all the wells in the
area”?

KR MONTGOKERY: i ith the Information I have here and checking
the 'questions I am in doubt about, it possibly would take about a
vieck.

MR. WACEY: If no further comment we will continue the case
untll next month. %e would like to disvense with the matter at the
NMay hearing. e would like you to come prepared to make any sug-

gestions, suggested rules that you might have. The next case is
880.

STATE OF NBW MiXTCC )
: 5S5.
CCUNTY ¢TI BoRNALLLLIG )
I, ADA DEARNLEY, Official Heporter for the New lexice Cil
Conservation Commission, do hereby certify that the foregoing and

attached transcript of proccedings was taien before the New rdexico

0il Conservation Commission at Santa Ife, New Mexico and is a true

and correctlrecord to the best of my knowledge, skill and abiltiy.

N WITNESS WHERDBOF 1 have affixed my hand and notarial seal

this 30th day of April, 1953.

T o g o e Lo e

My Commission bxpires: Fes ; _ ”
55 Xotary rublic, Uogzykheporte

June 19, 1055
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tzve thaiy wher the matter was first called we considered 7« numbpr
f nossibilities directed toward correctine & double witndrawal of
cas Trom oill and zas comnletions on tne same acrease. Jhat we

r came up witn vac based on the facts cnac we found.

At the time that the sumont was classiflied as a gas nool, few
0il wells were producing Irom tne rim and there were many #os wells

up-structure. Tne oool was treated as a zas pool. Basea on tihe

indevendent nominations of the oil and =Zas wurchasers, separate and

independent oil and zas allowables were granted Lfor oil Zas
" ~wells in the same common source, DUL ne was mads ot thab cinge

to ecualize the withdrawals of gas frowm the oll and gas area.
Now, one of thne »nrovosals that we considercd 1ost s2riously was
a rule that would orohibit a sirmulitancous dedication of

0il and =zas allowable purvoses. After studying this provesal e

rejected it in our own thinking for a mber of reasons. In the

first olace we think such a vrroposal rests on cxbremely shnky zrourfds
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e

the zas unit could be created, with a rossibility of misration and
saturation of dry sands.

. There is also & very diiTicult adoinistrative Hroblem. As the
Commigsion is well aware, 1t nas a numder of urnits in which there
hzve Teen both oil and gasoomwletions. There way be one well, 2ALO

It is quite vossinle,

acres; the well located very near
uncder the circumstances, ii{ the oil completion is a vital one, that

LO acres around the well will be dedicated as an oil unit. I thne

balance of the acresage 1s to be operaied as a L, you nave a

doughnnut shaved affair which ve feel is very unsatisfactorv. It aljo

peel
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TIOoH Lhie same Acroldge.,

vie would 2iso LikKe Lo woirtT ouv Lunza Li iimitins the sreaucusion

Jrom o tne o0il area, the s2s wWionurzwsls ol che pool are nov dipind

LR

¢s Jong as nominations are maincained at their vresent level., Tne

sas that would pe produced {rom the oil zrea is simply onroduced furfier

~

je Lninik cresates a risk ol waste.

up structure, wiilich

Lastly, and ocossiloly the least Lumwortant from a waste svandooinf,

vut ceortainly ol great concern Lo the overaitors, is the conlisca-

tion oi the investment in the 4duals that
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the mas completions that nave been made n reliance uvon an allowab|l

3

o’ both oll and sas.

Je nave worked for over a yea2r now in putting

fness urnits have been unicized for sas, vub not Tfer oil. Very

spparently, where you nave tine wnit well oroducing both oil and
sas, those units are ~oing Lo nave o he revised. I {hink that

Y

the worl of & year vwould larzely
units that would result ifrom 2 pooling, that no simultaneous dedica

tion of acreare wers nermitted.

e urge the Commission to continue to give tue vroslem its
utimost study. And, In the meantiune, e Jeel that this is the
Fairest way of eliminating the vogsibility of waste and recognining
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15 £as 18 Corlcerned, onan thne namal 2850 THLen, oL Lho guriace
23 oo oy AP cr oyl g 4 nave 160 ceres wunor ohieh Ghere s onoe
acreane. FOT eXamplie, VYOu niave . O LCres unon wWnicnh o vners 15 one

gas well and tnree oil wells, what difterence does it maxe 1i you

produce your oil wells on a 4G=acre vasis, assign 4O acres oo eacn 4

the three oil wells, produce your oil asilowable under vour gas-oll

ratio limitation and as trne remaining £0 a2cres to your gas well

Under that circumstance you still only get the maxiamun of Lo0-acys

B zllowable; or if you have one gas well and your tnree oil wells,

you assign the 1L00-acre gas aliowable and you deduct ther:zirom the
; amount of casinghead gas produced Jrom the tnree oil wells. There
iR

is no such thing as a double 2ilowable.

In myv oninion, I believe unon sbtudy you will see that there is
very little difference in che total 2mount ol gas. is lons as you
1imit the amount of zas Lhat car be vaxen rom bhat 180 ceras, thne
assignment of acreaze, ULrue, Lhe sane acrease o Lhe oll and gas
is immoterial, it is not the assigmment of the =screcagzes, that there
sihould e any opposiition to. It is wiether cr rot there is any
difference in the amount ol zas withorzun Iron Lhe. reservoir.  Whew
you cone ﬁight dowm to it, tners is hardaly any daillference in-the

. amount ol gas salien, the amount of soace disvliaced in the reservoilr

= Obviously an operator can vrouauce tne oil wells on the 4D-acre basip,

4]
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G ol Gloreseroi:
e LS coswaell, e
Loslon sio conciran Uhils crge unblil
S Looperzuors Lo stomin writLen stavae-
ment s in cornnection wibth the surzesvionrns L[nat have opeasn made nerc
today. I think this is a matver of consiierable seriousness, not
only in the .Jumont Pool, tut otner pools in Lea County which are
orobably next in linc. MHecause, I can situations under
the proposal of Amerada, wicre ovegrators wilh three oll wells,
marginal oil wells pernaps, in averoaching tha Ki#iding Lline vetween

oil and zas

z2nd a gas w

rule  would nut the operator i:
or gas wells, depending on the economics of the situation, what he
P “!;‘ :‘)

was getting for the casinpnead gas, and mizhi result in loss of ol

Lo nroduce the oil wells

nn=structure, oy virtue of not

4-
<

at a ratio, and with sufficlient amounc o 7as Lo maxe 1t cconomicall)

=
e

justifiable.

L think that the matier reauires considerable shudy on the »nart

of each operator, as wall as the Commission, toe detersine wnat the
e fect would be on his operation. I reguest tinat it e continuad,
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jite FALSY S IoIPN LVONG nmve nnyonlc CuTrtnie?

e HOUELL e e ol l, renreserting: Sl Paso Laturol Gas,
Zo owould 1o ve concur An owar. cuamroollts svatonent.

piida ¢ Bhell wouln li¥e bo coneur i i, SAnpbellts
stataraent.

Mite SHIM:  Starolind would Lize 2o concur in lr. Camposllts

statement.
e ACSY s e will continue Lhe case ¢o Lne regular June
26tn nearing. 1 would like to ask vou & guestion, r. Voodward.

As 1 understand your provosal, Ameradal's ovrovosal, every unit, cver;

zas proration wnich nad a ~as well, and =2 least one oil well

Lo

b

witnin that unit area, would ve calleu 2 special ¢as unit under
your pronosal?

. WOODWARD: Correct.

SRS MACSY: The total casinghead gas produced ty tne oil
well would be added to the production of the well, and also deducte
from the allowable to that particular unit. That volume would, in
turn, be turned back into the pool and be added to tne nominations
in order to distribute it bacik over the pool and nake the pool
valance?

RD: Tnat 1s correch. As we visualizs the wvay

Tt

B. TOODUA

this would work, we would add to wvour rerular 4ry zas tne amount of

casinzhnead vroduced irn the lasit available rsvort periocd, two months

ack., This total allowable would tnen be divided amons the gas

o

1’ -

<3

units in vhe field, special and rezulsr units. You could expect th?n

-
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AU 1o g vould you nave & pressire disparity (in
lavor oi Giic Qry sas arsa, as veliesn svecizl and resjular gas unitg,
vecause in adaitlion to Lhe casinghesd Lhey would be vermittea to
riake up the difference, so tnal as tne gés allowable varies, so

' would tne difference bebtiveenh tne zmount ¢r casingneaa and the fixeqd

mas allowavle vary, take up tiat slacik. This would continue to ini

PRI Ju) o A= ey - R S| Sy gy ! PP R TR
2Nt aavantece to Tne oLl arelds, because Lney would oe

e

sure & sl

©

nroducing tne sene amount of gas, plus tae oll displaced. ez reel
there would be ro danier there, or no substantial danfer tnere of

A pressure disparity wnich would result in migration and

£y

- ? creating
saturation of the dry sands.

Iite MACZEY: Your rule contemvlates that tnis Comnunission woulo

to obhain accurate {igures as ©o tne casinghead =2as oroductiol

nave

&)

on a per uwnit basis?
File WOOLWARD: T think that is true, and they would also hate
to obtain that same data whebther they were working ol a non-simulithn-
aous or volumetric. In other woras, il you are going to limit the
relationship in the »roduction oi gas from tnne oil and gas wells,
you have to find out how mucn gas you are nroducing.- I thnink you
5

that situation, and so far as we know, Uhe operators are diligencly
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not ve will continue the case until Junec 2&th.
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New HMexico
June 28, 1¢55

IN THe #HATTER OF:

Application of the 0il Conservation Commission
upon its own motion for an order amending and
revising the Special Rules and Regulations for
the Eumont Gas Pool, as set forth in Order R~
520, to provide for a system of allocating oil
and gas allowable to proration units within the
pool; to provide special rules and regulations
for dually completed wells within the Eumont
Gas Pool and assignment of allowables thereto;
and to promulgate any other rules and regula-~
tions in order to prevent waste and protect
correlative rights.

- am ey e mm wm @ s e s em 4B e mm W e ey em sm ap am e s s we  em

BEFORE:

Honorable John F. Simms
Mr. E. S. {(Johnny)Walker
Mr. Willjiam B. Macey

REGISTER

NAME REPRESENTING

@ ew ar s e m e e e e AT e Sw  as e em e am mu mm S e e et ma e

)
)
)
)
)
)
)
)
!
)
)
)

Case 881

LOCATION

Mr. Earl Ainsworth Permian Basin Pipeline Co.

F. Norman Woodruff "E1 Paso Natural Gas Co.

Ben R. Howell El Paso Natural Gas Co.
R. G, Hiltz Stanolind 01l & Gas

L. G. Truby, dJr. Pacific¢ Northwest

A. R. Ballow Sun 0Oil Co.

H. M. Gernir Shell

R. F. Montgomery 0. 5. G.

W. C. Harrington Gulf

7. W. Nestor Shell

Omaha, Nebr.
ELl Paso, Texas
El Paso, Texas
Ft. Worth, Tex
Albuquerque, N
Dallas, Texas
Hobbs, N. M.
Hobbs, N. .

Roswell, N, Mg

Midland; Texas

*

M

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUE (QUE, NEW MEXICO
TELEPHONE 3-8691%




Re 5. Dewey

C. ﬁ. Borland
Clarence £. Hinkle
FE. Ho. Foster
Jason Kellahin
Ray E, Seifert

Jo. o Park

W. G. Abbott

J. D. Albright

R. K. Adams

J. He Vickery

Jo T. Lyon

R. C. Lannen

Eo To Adair

R. W, Hines

J. A. Moore
Robert J. Leonard
Patrick Leonard
Ross L. Malone

S. J. Stanley

W. D. Gerand, Jr.
Quilman B. Davis
Prentice R. Watts, Jr.
Guy Sinclair

Don Walker/

| J. Abendschan

J. W, Gurley

Warren Mankin

Humble

Gulr

Humble

Phillips ®66"
Lowry 0il Co.
Amerada

Rowan Drilling Co.
Amerada

Cities Service
Cities Service
Atlantic
Continental 0Cil Co.
Continental 0il Co.
Texas Pacific

Texas Pacific
Continental Oil Co.
Leonard 0il Co.
Leonard 0il Co.
Gulf

0. C. C.

North Potash Co.
Aztec 0il & Gas Co.
Aztec 0il & Gas Co.
Gulf Oil Co.

Gulf 0il

Aztec 0Oil & Gas Co.
0il & Gas Comm.

0il & Gas Comn.

- Ft. Worth, Tex

Midland, Texas
Roswell, N. M.
iloswell, N. M.
Amarillo, Tex.
Santa Fe, N, M
Midland, Texas
Midland, Texas
Monument, N. M
Hobbs, N. M.
Bartlesville,O
Midland, Texas
Ft. Worth, Tex
Bunice, N. M.

Ft. Worth, Tex

Roswell, N. M.
Roswell, N. M.
Roswell, N, M,
Roswell, N, M.
Hobbs, N. M.
Hobbs, N. M.
Dallas, Texas
Hobbs, N. M.
Ft. Worth, Tex
Ft. Wofth, Tex]
Farmington, N.
Santa Fe, N. M

Santa Fe, N. M

kla.

A5

£55]
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C. Mo Rieder 0. C. C. Santa Fe, N. u.
John A. Woodward Amerada Tulsa, Okla.

R. S. Christie Amerada Tulsa, Okla.

A, Fo Holland Lowry Albuquerque, N.pM,
Co Co Arnold No. M. 0. C. C. Aztec, M. M,

5. V. itoberts Ne Me Os C. C. Aztec, N. k.
slvis A. Utz No [lo 0o Co Co Santa Fe, N. M.
R To Wright #l Paso Natural Gas Co. Jal, N. M.
Dewey Watson R. Olsen 0il Co. Jal, N. M.

Jack M. Campbell Roswell, N. i,
D, S. Nutter O. C. G Santa e, N. M.

P. T. McGrath Ug S. Go. S Farmington, N.M

TRANSCRIPT OF HEARING

MR, MACEY: The first case on the docket is Case 88l., Does
anyone have any statements they wish to make in Césé 881? I have
a telegram from Sinclair 0il and Gas Company pertaining ﬁo Case 881}
I will read it into the record. "Regarding Case 881 concerning
revision of Order R~520 only as applies to Bumont Gas Pool. This
is to advise that Sinclair Oil and Gas Company has reviewed all of
the testimony as presented in said Gase 881 to date and that Sinclair
concurs with Amerada Petroleum Corporation's proposals as submitted
in the hearing of this case on May 18, 1955. Signed J. T. Reeves,
Division Superintendent.?

I also have a letter from Ohio 0Oil Company. "It appears, after
considering the proposals made by Gulf and Amerada at the previous

hearings in this case, that neither of such proposals would cause a
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reduction in the volwne of gas withdrawn from the sumont Gas Pool
and that the net effect of either proposal would be to redistribute
to some extent the total dry gas allowable for the Pool as fixed by
the Commission so that all or at least a greater portion of such
allowalble would be taken from the gas wells on acreage which has

not also been developed for oil. Apparently neither proposal will

jon

actual%y result in the prevention of waste, but both proposals woul
definitely affect and to some extent protect correlative rights.

Because of the facts and circumstances of this particular
situation and in view of the complexities of the area involved, The
Ohio objects to any changé which would prohibit the dedication of
the same acreage to a gas well and to an o0il well in determining
the aillowable production from such wells., 1If after giving due con-
sideration to the existing inequities and the rights of the inter=-
ested parties the Commission considers that some action must be
taken at this time to protect corfelative rights, The Ohio does not
object to amending the rules so as to require the deduction of
casinghead gas production from the dry gas allowable where the same
acreage 1is allocated to a gas well and to an oil well for proration
purposes. JSigned J. O, Terrell Couch, Ohio 0il Company."

Does anyone have anything further in Case 8817

MR. NESTOR: I have a copy of a statement;ﬁRe: BEumont Gas

Pool and Eumont 0Oil Production.-

Shell appreciates that the Eumont problem is now more apparent
than at the time when the Commission rendered its first Eumont
orders. The most significant’change has occurred in the relation-

ship of the ratio of the gas portion of the reservoir to the Eumony

oil reserve which is row represented by ahout 230 wells preseptly | -
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classified as BHumont o0il wells, or within the Eumont limits as pre-
sented in the Commissionts exnibit at the April hearing. The un-
controverted testimony of the Commission's witnesses is to the
effect that the sBumont oil and pgas comprise essentially a common
source of supply and therefore, if the withdrawal rate of gas is
high relative to that of oil, the result would be certain inefficie
in the operation of the reservoir mechnanism with consequent decreas
in ultimate oil recovery. Needless to say, we would be interested
in any progress toward a solution and wholly cooperative in any
program tending ultimately to reduce inefficiency. We also recogni
that, due to existing large investments made by oil and gas operato
and gas transmission and processing companies in the gas reserve of
this area prior to the recognition of the very significant oil
reserve involved, progress toward the end of allowing increased
efficinecies in the operation of the o0il reservoir mechanism might
require a gradual and moderate approach. It appears that the best
possible solution might require considerable time in attainment in
order that the commission might avoid introducing inequities with
respect to existing subdivisions of interest in the pool which sub-
divisions have formed the basis for the considerable investments
already made.

Bven though it is realized that imminent waste is the major
concern of the Commission, at the same time because of the problem
of maintaining equities of all interests involved, it does not
seem fair to limit production-only from gas cap wells on just thoss

lands having a gas oil contact beneath them. If the inequities of

any of the operators who have drilléd gas cap wells and made commit

hcies

[$°]

S
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ment for gas from the zas cap are to be protected to the extent of

T

not restricting production from the gas wells, even though such pro
duction will cause some waste of oil, that protection should extend
to all those who have made investments and not only to just a part
of them. Those particular operators who have completed a gas well
under lands where the gas and oil are in contact have made an in-
vestment in a gas well equivalent to that invested in a gas well
higher on the structure and, to the extent that any investment
equity is to be considered, all investment equities should be given
equality of treatment. Shell therefore, recommends that no gas
vell allowable be charged with gas produced from oil wells located
on lands within the gas well prcration unit. Any action to the
contrary would not significantly prevent underground waste and woulB
not give the owners of such a well the same investment protection
accorded to owners of gas wells higher on the structure.

o We feel that the Commission staff has made an excellent beginning
on the Eumont studies, and suggest that the Commission might wish
to hire more help in order to speed the solution of the problem thus
minimizing further complexities which could result from additional
capital investments. To that end Shell offers complete cooperation
with the Commissiont's efforts by offering any available data and
committing itself to gather additional data as requested by the
Commission. Further, we feel sure that all of the companies in- |
volved are equally interested in arriving at the ultimate solution
ofthiis problem as soon as possible, consistent with good judgment.

MR. MACEY: Thank you, Mr. Nestor. Anyone else have anything

further in Case 8817
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MR. WOODWARD: I wonder if Mr. Nestor would answer a couple
of questions about his position, so that we mizht understand it a
little better? |

MR» MACEY: T think so.

MR. WOODWARD: It is your recommendation, pending an ultimat
solution of this problem, to permit the o0il and gas wells in the
same unit to produce an allowable of gas from the gas wells and an
allowable of o0il from the oil wells, and the amount of casinghead
gas within the gas-o0il ratio necessary to produce that oil?

MR. NESTOR: Yes. |

MR. WOODWARD: You would then have a production of casing-
head gas from the oil well not charged against the gas allowable,
a full allowable of o0il and such allowable of gas as would be
assigned to the acreage?

MR. NESTOR: That is correct.
MR. WOODWARD: What is your recommendation to offset acreage

and investments made hereafter, in the event that offset acreage
has only an oil well or only a gas well, would they be accorded
that same opportunity?

MR. NESTOR: Aétually we aren't prepared to go into that
because we feel, as we have said before, that we really haven't
reached the solution to this problem. We think that any juggling
of our present situation is possibly nothing more than that. Until
we can see the facts, the complete facts, we feel that very definit
there is a waste angle involved in the Eumont between the some 230
wells now completed as 01l wells in the Eumont in the gas cap. We

feel that until we understand the problem thoroughly and re-evaluat

W

ely »
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the position that to make any partial steps would be possibly only
introducing new problemss

¥%R. WOODWARD: How long would you anticipate a complete and
adequate study of the things that you have outlined would take?

MR. NESTOR: I think it would depend on a large amount how
many people get to work on it.

MR. WOODWARD: What minimum time would be nécessary for a
completion of this?

MR, NESTOR: I should think it could be done in six months,

MR, WOODWARD: In the interim, is it your suggestion that
no further allowables be assigned to oil and gas wells subsequently
completed? In other words, if you have a gas unit and an oil well
is complefed on it, or vice versa, what proposal would you have duzg-
ing tﬁis interim six months period?

MR. NESTOR: I would suggesﬁ that they go on as we have. If
we are only making a partial step, it ‘is possible we might make ong
in the wrong direction.

MR. WOODWARD: You would éccord such subsequent completions
the same treatment as now exist?

MR. NESTOR: Yes,

MR, WOODWARD: Just as we have before?

MR, NESTOR: Yes, for an interim peridd.

'MRo WOODWARD: For the six months period?

MR« NESTOR: I would hope it would be si# months?

MR. WOODWARD: Or whatever period develops is nedessary.
Your suggestion, as I understand it, would be to follow the practides

chat have obtained to date, until a study is completed?
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HRo Ni#STOR: Ilaintain a status quo and work as rapidly as
we can toward a final solution.

Mo WOODWARD: You are notsuggesting tnat they freeze tnis -

MRe N&STOR: (Interrupting) UNo. Bveryone will have to take
his chances with investments from here on I should think.

MRo WOODWARD: That is all I have.

FMR. FMACEY: Anyone have anything eise?

MR. HINKLE: Clarence Hinkle, Roswell; representing Humble
0il and Refining Company. The Humble has three brief suggestions
and recommendations in connection with Case 88l. First, Humble
recommends that the Commission reclassify the wells in Eumont-Eunic
Monument area so operators will be able to tell what wells are oil
wells and what wells are gas wells in the pools in which the wells
‘are situated., There seems to be some confusion with regard to that]
at the present time.

Sécond, the Humble would like to concur in the proposal. made by
the Amerada in the May hearing as to Suggestédfrules reconmending
that a gas-0il ratio of 6,000 to 1 be placed on 0il wells, and that
the production of casinghead gas be-deducted in computing the allow
able, from any unit having both oil and gas wells. The 6,000‘to 1
gas-o0il ratio is'in keeping with the limiting gas-oil ratio estab-
lished in the Eunice Field and reduction from 10,000 to 6,000 will
tend to control waste.

Third, the testimony of tnhe Commission's staff, Mr. Stanley and
Mr. Montgomery introduced in April, which is so far uncontradicted,
clearly shows that there is a condition existing which needs immedi]

ate action on the part of the Commission, in order to prevent waste
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Some of the operating agreements and communitization agreements

We believe that a temporary order snould be entered immediately and
that there should be real gas proration in this arca, not simply on
the basis of ratable take of nominations, but actual proration of
gas s0 as to prevent waste. |

MRO’MACEY: Anyone else have anytning further in Case 8817

liR. WOODWARD: If the Commission please, I am a little hesi-
tant in raising another series of alternate similar to those that
we discussed at the last hearing. I do think we have an immediate
practical problem which has been pending for some four months. I
can explain the nature of tnis problem a little bit by reﬁinding
you of some History of which I am sure you are familiar.

When gas profationing in this area was first introduced as a
subject for the Commission's consideration, a great number of wells
had ‘already been completed at a number of intervals in the Eumont
area. The problem was S;e of assigning the acreage to these exist-
ing wells and such prospective gas wells as would be drilled in the
next few months. Toward that end, all the operators in the State

got busy tryihg to put together acreage, using existing wells.

were predicated upon the existence of a well., The investment was

already made, the well was there, it was simply a problem as to
which well they would use as the unit well. That was the basis on
which a great number of these agreements were made.

Another of the bases was the existence of acreage within the ga
unit on thch an 0il well had been drilled, perhaps in another
location. Some of those oil wells are located on 40-acre tracts

right in the center of existing gas units. In the last 13 or 14
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1

montns, I think all of the operators have made a lot of progress in

W

trying to account for all this acreage in the field and give it som

138

kind of participation. The task is by no means finished. There ar

a great number of unitization agreements and future units to be

for.

Some four or five months ago tne Commission questioned the prac

of allowing a full -~ for the same acreage, a full alloﬁable of oil}

The casinghead gas was necessary to produce the o0il and an addition
al gas allowable.

Recognizing the problem, we suggested that since the Commission
had fixed one allowable for gas and»one allowable for oil, the
operator should be permitted to produce that one allowable of gas
and one allowable of oil as he saw fit. He wanted to use the gas
to produce his oil, that was fine. Since that matter has been
brought up, the situation has remained in more or less a frozen
condition.

We have some six or eight commwiitizations hanging fire with
other operators, some of which are represented here. We think it
highly inadvisable to continue to freeze this situation until any
long terh study can be made. Mr. Nestor estimates that possibly
six months would be necessary. We feel at least six months would be¢
necessary, and possibly more, but in the interim you have a problem
of setting out some kind of a policy by which the operators can go
ahead and complete these communitigzations. |

As we see it there are only three alternatives that have been

suggested. First, you can leave things as they are. I, other word#

formed. Perhaps 70 percent of the acreage has already been accountgd

b4
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the full allowable of oil and gas and the casinghead, wnich is the

urndesiratle situation whicin I purported instituted this series of
hearings. You can provide for a non-simultaneous dedication of
acreage. Tne effect of trat is to turn the clock back some 14 or
16 rmionths. It is going to break up a number of units that nave al-~
ready been formed and will confiscate to a great extent, an invest-
ment that has already been made in duals.

It is apparent yocu can't continue to operate under those agree-
ments and those units where a piece of tne acreage, possibly in the
center, is going to have to be drawn out as oil acreage. All of
the effort and money that has been spent in some 14 months to accou
for the acreage is going to .be wasted or at least a large part will
be wasted,

- The third is to grant as an intérim-measure, or permanent solu-
tion, depending on the outcome of future study, assigning allowable
of 0il and gas, leaving it up to the operator to decide how he will
take that allowable.

I think these three alternatives have a fourth, which is the
most undesirable pf all, that is simply freezing the situation and
continuing as we have for the last five months, leaving in abeyance
all of these many agreements, the disadvantéges and defects of such
a course of action are obvious. A great part of the pool is operat
'ing under one set of allowables and another part of the pool that
has not yet been communitized and the units have not been formed
are at a very declided disadvantage.

I think the worst thing that could happen would be to continue

whole matter for six or 12 months, freezing the situation. I think

possibly the fairest solution would be to follow the directives of

nt

Ehe
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the least objectionable alternative to that would be merely to cond
tinue the policy that nas been in effect up to four or five months
ago. In other words, at thneir own risk, allow operators to go
ahead making dual completions and drilling their new o0il or gas wel
and giving them the three allowabies.
As you know, Amerada is the principal beneficlary of the situa-

tion that existed prior to four or five months ago, before the

rules were ever put into effect we pointed out that did not seem tg

we :are a principal beneficiary of it. We haven't any axe tc grind
in suggesting a fair situation. We think that freezing the situa-
tion is dangercus. Certainly a non-simultaneous dedication of
acreage is a step backward.

MR, MACEY: Mr. Campbell?

MR+ CAMPBELL: Jack CampSell, Campbell and Russell., I do

not, as I have stated before in this case, represent any interest i
the Eumont Gas Pool.
established by the Commission may have on other gas pools in Lea
County, I would like to observe that in any situation where there a
at least four alternatives, and probably more, it has been my

observation that the thing to do is to leave it alone.

The history of the changes that the Commission has undertaken

from time to time in connection with gas prorationing has been that

all due to the fact that we are dealing with an area that is some

25 or 30 years old, and historically it does not lend itself to
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be an equitable solution to the problem. As things have worked ouf,

However, because of the effect that the poligy

1ls

g}
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whenever a change is made it creates four or five additional problﬂms,

the ideal application of gas prorationipg which vou would use if ndg
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field were started yesterday.

I would like to urge the Commission to proceed with caution in

1)

making any changes which could seriously effect, not only procedure
that have been followed up to this time with reference to pdoling
agreements, but, procedures with reference to production in the
future that has heretofore been allowed, and upon whici investments|
have been made in this area.

MR, MACEY: Anyone else have anything further? Nr. Howell?

MRo. HOWELL: Ben Howell, representing £l Paso WNatural Gas
Company. KL Paso Natural Gas Company, of course, has made considerf
able investment in facilities designed to market gas from the pools
|{of Lea County. It appears to us that the adoption of a rule which
under the circumstances, which have grown up over these years of
development, would result in refusal to permit a gas well to pro-
duce because of the existence of oil. wells, would be a taking of
ours and others investment.,

We believe we could live generally with the suggestion submitted
by Amerada, which would be that of a single allowable.and charge
the gas allowable with the amount of casinghead gas that was taken
there either that or maintaining the present status quo. But, we
would be bitterly opposed to any rule which would prevent a simul-
taneous dedication of o0il and gas well on the same acreage.

MRe MACEY: Anyone else? If nothing further, we will take

Case 881 under advisement.
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