E. Inc.

RVIC

v
1
4

ST

Y
7

PORTINC

JIKR RE

sY-MI

ARNLLE

Al
1
4

DI

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE

BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 20, 1961

EXAMINER HEARING

CASE 2376

TRANSCRIPT OF HEARING




Page

NEW MEXICO OIL CONSERVATION COMMISSION

EXAMINER HEARING - DANIEL S. NUTTER

SANTA FE , NEW MEXICO
REGISTER
HEARING DATE SEPTEMBER 20, 1961 TIME: 9 A.M.
NAME : REPRESENTING: . LOCATION:

Yo b SBowpe | e s
| / W d,:,(% f APl e /C/ M@Q e %‘é{ g

% W /  ir g Ll
b g bl Pzl

%JM Azr/esxc,‘

el Bzt | Fred Toemer 3r | Modland A

C/(dé’ A/ 7—&“)(/000 ;r;)cf MQ'/A' ,“} !,a,w ?
£d Q?ansoq 7eyaco L e /77,“,.%& | o

,Xow)w Al Kullde 4 s Lete Feo

. /// ﬁ/ :M L ﬁ C: f’?/ f"’;‘tﬁf“-a‘ﬂ@‘f

. /7 /.‘l"}ff:" in‘g;-.:v‘f-f} ‘é .
)'\ R {Z,fiﬁ MAS ey L
¢ .
A ‘ C ' ;"/{/ DR v - A?L,_w,,\?,f..... < '?(: ‘ ”
ﬁmé é ‘;{/ R ) _;; {ff o f T e ‘i‘x-ﬁ"lvl/ r (jfg! ¢ B 4 C?‘E»Q‘,



Page 2

NEW MEXICO OIL CONSERVATION COMMISSION

EXAMINER HEARING - DANIEIL S. NUTTER

// P

SANTA FE , NEW MEXICO
REGISTER
HEARING DATE SEPTEMBER 20, 1961 TIME: 9 A.M
NAME : REPRESENTING: LOCATION:
o ‘ #2t Ing. \ew\v&r’“&[x

//3/9%7//7&:,?%/ o Cp

rpe Pl o

P AT J

Roawadl , N /T

””“’7

A tegrs ., /\/r SV ex,

~4 s
g A



PAGE 1

PHONE CH 3-6691

R REPORTING SERVICE, Inc.

Al

Ik

DEARNLEY-ME

ALBUQUERQUE, NEW MEXICO

BEFORE THZ
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 20, 1961 _
EXAMINBR HEARIKNG

IN THZ MATTER OF:

Application of the £il Conservation Commission

on its own motion to abolish certain portions Case
of the San Simon and wWilson Fools in Lea County, 2376

New Mexico: to create a new pool for oil pro-
ducticen in Township 21 South, Range 35 East,

to be designated the North San Simon-Yates Pool:
and to establish a limiting gas~-cil ratio for
said North San Simon-Yates Pool.

et N St e N Mt et N Nt M et N’

— e e mma e e e m mmn e o e mee mme Gme e me e e e e e mee e G e e

Daniel S. Nutter, Examiner

TRANSCRIFT OF HEARING

Ma. NUTTER: Call next Case No. 2376.

MR. MORRIS: Application of the Cil Conservation Commis-
sion, on its own motion, to abolish portions of the San Simon and
Jilson Pools and create z new pool for o0il production to be desig-
nated the horth San Simon-Yates Pool; and tc establish a limiting
gas~-o0il ratio for said pool.

If the Examiner please, Dick Morris appearing for the
Commission staff.

Mi. NUTTER: Are there any appearances to be muade in
Case 23707

2. JCNZS: Yes, sir, for Phillips Petroleun Company. I

b=
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believe the Commissionts filss reflect thit Charles C. Spann of
ilbuquerque hus entered =2n appearance in the case; Carl W. Jones
of Midlard, Texas. We wmay coffer cone witness, depending upon the
progress of the hearing.

v, wHITa: Chnzrles wWhite of Gilbert, White & Gilbert,
appearing on behalf of Sinclzir, and all we have is a statement to
read in the record.

MR. NUTTER: dould you proceed, Mr. Morris?

MR. IMCRRIS: If the Examiner please, the Commission staff
will offer two witnesses in this case: Mr. Runyan, to testify con-
cerning the geolcgy and the genersal structure of the area, and to
substantiate the proposal of the staff from the geologicsl stand-

Tt o L . R N - LR AR s S o Y o oty
point, and Mr. Ramey will then testify concerning ths enginesring

tvne case. ©Oall first br. RKunyan, please.

i\

Ma. WUTTER: Mr. Ramey, would you stand and be sworn at
the same Lime?
(#itnesses sworrn.)
UR. MCRAIS: REsfore the witnesses testify, I would like

o

L0 state the general nature cof the case. The Commission staff

voday is proposing the aiclishment of certain portions of the
existing Wilson Pool ard the San Simon Pocl. The stsff is also

[N
@
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i
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o
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<
D
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ct
e
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=
O
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ct
oy

proposing the creation o©f a new zcol to be
San Simon~Ystes Pool, and this new pcol will contain some of the
acreage that was deleted from the other twe pools, but will nct

necessarily contain all of the acreage that was deletea from the
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wilson and San Simon Poels. Thus, under the proposal of the staff
today, three pcols would be in existence where only two presently
exisv.

JOHN W. RUNYAN

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

w
n

follows:

DIRECT mXaAMINATICN

BY MR. mMORRIS:

~ T

9 HMr. Runyan, would you state your full name and pesition
for the record?

A John W. Runyan, geologist, New Mexico Cil Conservation

udy of the area

v

w
ot

2 Mr. Runyan, have yvou made a special
involved in this case today?

A fes, sir, I have.

Q Are you prepared to make reccmmendations as a result of
that study?

A {es, sir.

2 Wweuld you refer to what has been marked for identificatiof
as Commission Staff Exhibit No. 1 and explain what that exhibit
shows, and outline the general prcoposal in this case?

A Yes, Exhibit 1 shows the Wilson Pool and the San Simon
Pcool, as cutlined in red.

3 Those zre the present boundaries?

A Present horizontal boundaries, and the green shows the

o
)

Nl
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areas which are to be deleted from these two pools.

a2 The remaining portion colored in red would be the re-
maining portions of the Wilson Pool and the remaining portion of
the San Simon Pool?

A Yes, that 1s correct.

) Is that all you intend to show by your Zxhibit No. 17

A Thatt's right.

Q Would you refer now to LExhibit No. 2 and explain what
that shows?

A Exhibit No. 2 sncws the proposed new horizontal limits
for the new pool in the Kerth San Simon~Yates.

3  low, does this area on Zxhibit 2 that is colored in green)
does it contain all of +the acreage that was deleted from the
#ilson and San Simon Pools?

A No, it does not.

Q #hy does not the proposed area to be in the korth San
Simon-Yates Pcol include =1l of the acreage deleted from the wWilson
and San Simon Pools?

A The acreage which is not included is non-procductive
acreage in which, at the present time, there is no development or
has dry holes on the area.

o) U0 you wish to show anything further from Zxhibit No. 27

4 Or:ly that the vertical limits of the North San Simon-
Yates would be the Yates formation.

3 wWwhat were the vertical limits in the old Wilson?
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i Yates, Seven Rivers:; not in the old San Simon Pool ~- the
Yates formation.

Q- Jould you ref=r now to Exhibit No. 3, and explain what 1s
shecwn b, that exhibit?

A Exhibit No. 3 i1s a special contour map, contoured on top
of the Yates, showing the geology of the area in question, struc-
tural geology. The structure map shcws that there are three
structures within this area, the old San Simon Fool, the area
which is proposed for the new pool, snd the Wilson Pool, each area
an individual structure and these structures are separated by, 1
would say, the Jelaware Basin on the south, re-entries, Laguna
facies to the north.

3 I notice a red line marked A-i Prime on this Exhibit: whaf
is that intended to depict?

A A-A/Prime is the pecsition of the cross section which is
Exhibit 4.

Q mxhibit 4 is going to be a cress section slong the lines
A=A Prime on Exhibit No. 37

A That's correct.

7 Weuld you refer now tc Exhiblit HNo. 4 and explain what 1is
shown by that cross section?

A Exhibit No. 4 is a cross section which shows the geclogic
conditions that exist within these three areas, in the old San
Simon Pool, the proposed new pool area, and the Wilson Pool, and

going from the right side, or the north end of ycur old San Simon
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Pool, which is your very small anomaly, the production within that
anomaly is further controlled by porosity . and permeability con-
ditions which are indicated by the errztic water zmcnes which are
found in the dry wells. Golng into your second structure, or your
proposed North San Simon-Yates, rour cross section shows that your
main production lies within your second main sand from the top of
the Yates within this area, and if both your gas and oil is con-
fined in the erratic pcsition within ﬁhis area, and the lcgs and
the position of your hydrocarbons show that this area is controlled

within the structure by pcrosity and permeability conditions also.

g

Going further north up to the north end of the general part of youl
structure, you have here a complete pcrosity and permeability
varrier. Geing cn up tc your last two wells, in which you have
the farthest rnorth well in the Wilson 19, which has oil but very
little gas: by this, there is a little bit of difference in the
two areas, although production is still from the Yates in this
particular ares.

Frow here you go intc re-entry area, or intc your Wilson Poolj
and in vour Wilson Pccl ;ou have -~ heres your gas is being pro-

N -

Yates, the
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duced from the

a disturbed water table in this srea in which, in many cases, you

find 0il being produced between two water strings. The cross

J7

section also indicates there 1s & separation belween your gas zone
and your oil zcnes 1n this irea.

3 In Exhibit 4, that you have just gone through, this cross
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section is basically designel to show the three separate structures
that exist in the area under consideration today”

A That's correct.

7 The old San Simon Pcol is cne structure: the proposed

—

Neortn San Simon-Yates FPool is structure: and the Wilson

s
n
[¢)

i
N
"3
i

3

Pocl area is ancther isclated znd separate structure?

A That is correct.

) Mow, do I understand your testimony correctly that in the
San Simen Pool vcu have production froi: a suall znomaly that 1s
distinct from the propbseﬂ North San Simen-Yates Fool structure by

a saddle and an erratic water table?

A That is correct.
) That errstic weter table is nct found in the -- what 1

will refer tec as the middle structure:

is correct. Ycur water in that area 1s, in som:z

.
‘—i
oy
ol

ct

cases, very close to the top of reour Iates, but it does not extend
into the production of the two wells which are presently producing
whereas peresity and permeabllity situation controls the water,
and your zones are somewhit erratic and 1f they were continucus,
then your twe wells would produce a considerable amount of water,
which tney do not.

a2 In this middle section, the structure that is proposed
for the North San Simon-Yates Pool, where is the prcduction found
on that structure?

A It is found in your seccnd zone.
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3 Second zone?

R\ Second sand from the top of the Ystes, second main sand.
It is found in a somewhat ercatic pcsition, with gas sometimes
being found lower than oil.

Al But the production from this seccend zone, the second sand
is relatively uniform across this structure, isn't it?
A Thut is correct.
Y3 Although vou de have 2z change in lithology as vcu move
arther north in this area?

A That 1s correct.

2 In the extreme north portion c¢f this cross section, on thg
middle structure here, what reasons can vou give for the erratic
conditieon existing there?

A You mean in this aresa here on the rorth end?

&)
=<
[
n

-

N
‘.._I
»

A Iou have a lithology change that slowly develcops as you
move north, and your sand here, as shown by the cross section, you
have a developrent of dolcmites which somewhat isclate this from
the rest of the pool. Your production is scmewhat lower, your oil
production is somewhat lower from the top of the Yates than in the
other vecrtion of your pool, but this structure in itself is one of
the high parts, or one cf your highest parts of your structure
within your proposed pool area.

2] Your productior ir this particular area is still from the

second zone of the Yates formation, or is 1it?

I A
N
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A It is a little bit below that, a little bit below your
second zone.

Q In this middle section we are talking sbout, this area
of the North San Simon-Yates Pool, proposed pool, is there a gas-
0oil contact in that area?

A No, there is no definite gas-cil contact.

Al Now, as you move farther to the north into the area that
will constitute the proposed Wilson Pool, you find your production
there from o0il stringers, do you not?

A That 1s correct.

Q With very little production of gas accompanying the oil?

A That is correct. Your GOR ratios are quite low; very
little gas is produced with your oil in this area. Your oil is
from the Seven Rivers, mainly, and your gas mainly from the Yates.

- Do you have anything Turther vcu would like to offer with
respect to this exhibit before we go to Exhibit No. 57

A Only that I believe this exhibit shows definite separatiof
tetween the three structures.

2 t shows a definite separation, based on the structural
characteristics of the area and permeability characteristics?

A That is correct.

) Would vou refer now to Exhibi: No. 5 and explain what
that shows?

A No. 5 is a completion comparison chart which, again,

shows your relationship of your oil and gas with your ZYates, within
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your three structures. It shows that your old San Simon area is
producing.

2 You have hung all the wells in this area on = zero foot
subsea datum, is that rizsht?

A That is correct.

) and you have intended to show the relationship of the
depths of the producing zones in all of the wellis in this area?

A That 1is correct, and in relation to your Yates structure,
it is quite deep in your old San Simon area in relation to your
subsea datwa against the shows that you have in this saddle in
here, and coming up into your middle, or wvour proposed\North San
Simon-Yates Pool, your middle structure shows again the position
in which your oil and gas lies in relationship to a subsea datum.
It also shows zgain that your production of vour oil and gas is
some distance belcw your subsea datum, and it shows again your
re-entry between your two pools. Then, gzoing into vour Wilson
Pool, it shows that your gas production in the Wilscn Fool lies
almest entirely above the zero subsea datum, while the oil lies

below, and it alsc shows that your water table, or your water zones

e

in the Wilson Pocl is confined to zones. There is no water and

0il contact, and it is more or less a disturbed water situation.

ct

2 As I understand your testimony, IMr. Runyan, with respec

]

Lore

to the area here whera you have the Wilson Pools shoun, this

exnibiv shows that in this Wilson arez gas is

F_
6]
=
(@R
ey
l..._J
(V]

seq datum, snd in the Yates formation, whereas in thi
2 b ]

\\,J}\'//
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section, which is the proposed North San Simon-Yates Pool area,
you find gas and oil production below the subsea datum, some 130

feet below the zero footage mark, is that correct?

4 That 1s correct.
? Ycu feel that that shows that these twe areas are separatgé

"

structurally, or separate structures?

<
3

Yes, very definitely so. If they were connected, then

,’
.

vour gas which lies in your middle--peorosity and permeability

tructures were connected, thern rour zas which lies in your middle

0]

structure very definitely would have migrated up intc your Jilson
Pool.

N S0 a structural barrier must exist between those two

A That 1s correct.
3 DNow, this exhibit shows further that in the San Simon ared

the area to the extreme right of this exhibit, the production is
some 280 fe=t, I believe ycu said, below the datum line?

A That 1s correct.

Q And what would e the most distinguishing factcr here to
show separation between that area arnd the middle areat
A Well, again it weculd be the depth of production, whereas

Y

scme 250 feet below the top of your subsea datum, and again, you
have production nere, some 130 feet below the top of your zero

datum, =-- ag

o
<

ain, if there were not a varrier your oil would tend tg

migrate up into this area, and plus the pool here producing --

3an Simon -- very little oil and very little gas.

"

S
r%\j

N
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believe you have a dry hcle depicted on the map?

q I

A That is correct. There is a dry hole which lies right

in the bottom of the saddle which certainly gives you your control
for your saddle.

A You feel that one well would be adequate control in this
particular situation tc show the existence of a structural saddle
between these two areas?

A That is correct.

Q  Mr. Runyan, in your opinion, does this information de-
show again, and a little bit more detail,

picted on Exhibit No. 5

the separation of these three areas on a structurazl and producing
characteristic basis?

A Yes, 1t does.

o] Uo you have anything further you would like to offer con-
cerning these exhibits?
that very definitely Exhibits 3 through

A No, sir, except

5 do show separation asnd three individual structurs in this area.

2 Nere these five exhibits, designated as Staff dxhibits 1,

2, 3, 4 and 5 in tﬁis case, were they prepared by you or under
your supervisiont?

A Yes, sir, they were.

Q #here did vou get the information that you used in pre-
paring these exhibits, Mr. Hunyan?

A Exhibits 3 thrcugh 5 were based on C-103, 104 and 105ts

as submitted by the operators and well cwners.
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MR. MORRIS: 1If the Exsminer please, the staff offers
Exhibits 1 through 5 in this case, and that will complete the
direct examination of Br. Runyan.

MR. NUTTER: Staff Zxhibits 1 through 5 will be admitted
in evidence. Does anyone have any questions of Mr. iunyan?

CRCSS EXAMINATICN

BY MR, NUTTER:

7 Mr. Runyan, is your color code on these various exhibits
red for gas and green for oil and blue for water?

A That is correct.

3 You have shown the top of the Yates there, and you
mentioned that the Wilscn Pool had the Yates and Seven Rivers as
the vertical 1limits?

A That is correct.

8] But the proposed North San Simon, and the old San Simon
Pocl, would have the Yates formation orly, is that correct?

A That 1is correct.

2 vhat 1is the average thickness of the Yates in this area?

i\ Approximately 250 feet, plus or minus: in the wilson Pool

t's in the main part of your structure, it's 250 feet,

(=0

itself
again plus or minus. There are only avout six logs in the entire
Nilson Pool and it is hard to get an average.

2 leferring to your cross section exhibit, I believe it is
ho. 4 there, you have five wells in the wWilson Pool depicted on

that cross section?

L

N[




R REPORTING SERVICE, Inc.

IE

: ]
4

DEARNLEY-ME

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 14

That 1s correct.

B

9 You also show two wells with a red interval drawn in thern,
or is the red in the Yates fornation on those wells?

A fes, that is correct, approximately 250 feet below the
top would put your red in the Yates.

P How about the green and the blue, would that be in the
Yates or Seven Rivers?

A No, that would be in this area in the Seven Rivers.

A Cormiing to your next structure, passing the saddle, betweer]
the well "D" of 19 and "A" of 19, the next two wells have a green
interval colored in, and a blue interval colored in. would that
be Yates or Seven Riversr

The blue would be just about intc the Seven Rivers. Again

:L-l

we have ne logs in this immediate area which penetrate the Seven
Rivers. That-is about the base of your zreen, approximitely 230
feet to the base of ycur oil zone here, and again, this area could
be a little bit thicker, tut the log did not penetrate inte your
Seven Rivers.

You have got logs on those two wells there?

&

L3

A l'hat's correct.

2 Can ycu pick the Seven Rivers on there, top of the Seven
Rivers, or is it off the logs?

A I believe it is off the logs, right here.

» So your cross section area is ccnfined to the Yates for-

mation?

s

s
~f 7
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That's correct, in yocur middle section.

g

Q You also stated that you had an erratic water table in

this area: have any of these wells in the propesed North San Simon

- 1

first twe there,

5

ave any cf them penetrated

D

area, except for th

s
-

Texaco State "F" No. 4 penetrated a very small water zone

A
at the base of their -- very bottom of their hole, and they com-
rleted just above that, perforating abeve thit,

A You show a very small blue mark here at the base of the

perforatiocn in which they reported a.ver, small water zone?

A Yes,

3 That is the cnly one of those wells, tc your knowledge,
that penetrated?

4 Yes, sir, and that well mskes about eight barrels of
water a day.

Scme of the wells show red and green both; dees that mean

4 No, sir, in the Wilscn Pool itsell it shows red. 1 pelieys
there are only a total of three gas wells in the entire Jilson
Fcol.

7 What do you 2311 a gas well?

A

It is a well nhat was completed in the gas zone and does
<

riot make any oil, and the c¢il up here, cnes we reported on the

[ON

C=1C5's, stating gas gzones =i different intervals, 2nd getting intq

vour uiddle portion here, the gas zones in here were based on

&
N
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GORt's, gas production =nd c¢il production, and your 1lC5's agai

3

+

2 Is there actusl correlation bLetween the amount of red
depicted ol the cross =section and the GO of the well?

A Nc, there is not.

2 It is just the gress interval that produces gas or ¢1l?

A {es, sir.

3 Cver in the socuth San Simon asrez, do arny of those wells
preduce gas In any appreciavle muanticias?

A I believe that Mr. Ramey will tz2stify as to actual gas
and o0il prcduction from these areas.

2 Cn your BExhibit No. 5, ¥r. Zunyan, hive you grouped those

wells in any

position?

hnorth San

in vour JNilson Fool they

Si

particular order there exc2pt tc grouj

sir, they sre not. They are greouped -- only your

mer. 18 scuewnat grouped in some sort of order, but

ara grcouped by sections.

-

3 Sc weu couldn't draw any line across the plat of the
srea, follew any kind of a line across there?
A No, vou could nct. You have the entire top of the Yates.
M. RUTTZR:  any further guestiorns of r. Runyan? fou
ma’ be excussad.

called as =

follows:

witness, having been first duly sworn, testified as

)

N
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DIRECT BEXAMINATIO

BRY MR. MOCRAIS:

9]
-
ct
fot
O
53

P Will you state your nuime and po for the record,
pleass”

A Joe J. daney, proration manager for the New Mexico Uil
Censervation Commissicn.

2 IMr. Ramey, have you made a study cf this area, and in
conjunction with this case today?

A Yes, I have.

2 As 2 result of that study are you prepared to make certairy
proposals concerning the gas-ocil ratio limitations and to corro-
borate [Mr. Runyan's testimony?

A les.

3 Are veu familiar with Order No. R-199 promulgated by this

Commission?

¢t

2 Brieflv, what is the content of that order?

A Crder i1-199 excepts certair. pcols because cof their low
Zas productivity, from the provisions of -~ on tzaking gas-oil
ratios and proper prcvisions of gas-oill ratio limitations as set
out by the Commission rules and regulations.

2 As presently constituted, do the Wilson and San Simon

Pcols fall within the purview of Order 1997

s Yes, they do.

&

So they are presently exempt from gas-oil ratio: limitatiod

-
sY
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A That is correct.

2 Would you refer now to what has been marked as Staff
Sxhibit No. 6 in this case and explain that exhibit?

A Exnibit No. 6 is just production curves fer the proposed
North San Simon area; oil prcduction is shown in red, gas pro-
duction in brown and the gas-cil ratio in green, prcducing gas-oil
ratio.

2 New, this exhibit shows the c¢il production tc have come
to a peak during the year 1960, and falling off somewhat at the
present time?

A Yes, that is correct. 1t peaked at about, oh, slightly
less than 6,000 barrels per =onth in, I believe, August of 1960,
and the last production figure, winich is July, 1961, the productioch
was slightly under 3,000 barrels a month.

IMR. NUTTER: Mr. Ramey, is this production for all of the
wells in the North San Simon area?
4 Yes, sir. I think there are 2 total of 18 wells.

2 (By Mr. Morris) This exhibit shows the gas production to
have followed just about the same pattern, does it not?

A Yes, roughly so. It is a little more erratic than the oil
production, particularly in that early part of the producing life
there was no gas reported, and then, I think when gas sales comment
ced, we started getting some gas production reported, but it peaked
in September of 1960, and it is slowly declining until in approxi-

mately the last three months it has apparently levelled coff, and

e

NI
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then in July of this year the gas productior was around 115,000

<
)

MCF.

Q And the gas=-c¢il ratio, if you take it on a curve, would

&

show a general increase, and still increasing?

Yes, that is correct.

e

2 Even fhough there have been high points, higher than the
most current figure?

i That is correct.

2 #hat would be the present average GOR of the wells in the
proposed Nerth San Simon-Yates Pool?

A For July the average GCR was, preoducing GOR,; was some
38,000.

2  Mr. Ramey, arc there certain wells in this proposed pool
that are prodﬁcing with excessively hich gas-o0il ratios which woulq
make this average GOR disproportionately high?

A Yes, there area few wells which are producing a sizeable
volume of gas with a high GCR. T think one well was producing
with a ratic in excess of 400,000.

o] If you excluded the wells producing with extremely high
ratios, could you come up with a more representative average gas-
0il ratic for the proposed pool?

A Yes, excluding two or three wells, why, your pool ratio
would be appreoximately 20,000 to one.

2 How does the production from the proposed North San Simon-

1

Yates Pool comparewith the production from the proposed Wilson and

!

N
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San Simon Pools =-- take the Wilson first.

8 Wwell, first, this proposed North San Simon, I interpret
it tc be a solution gas type reservoir with sclution gas drive
rechanism. There 1s possibly some free gas in existence in the
reservoir, but your Wilson Pool is a water drive reservoir; the
cil is coming from the Seven Rivers. It is a sour o¢il with a
gravity of 29 compared te the oll in the Neorth San Simon area whicH
has a gravity of 34, and it 1is an intermediate or sweet oil. Watey
production for the month of July in the North San Simon area, thersg
was a total of 226 barrels compared te 52,100 barrels for the
#ilscn area. Gas production in the North San Simon for the month
of July was 115,000 MCY¥, while in the wWilson the gas production
for July was some 7,000 MCF, and I might note that tanis 7,000 MCF
was as much -- well, for the menth of July, it egualled 1960's
total gas production. I think that was primarily because there wag
cne Yates gas well which is selling gas to = drilling rig.

9 To summarize you~ remarks, in the North San Simon-Yates
Fool area, the proposel pcol area, vou have 2 solutiorn gas drive
resulting in quite a bit of gas produced from the wells in that
srea, and high ratios?

4 Correct.

In the Wilson ool you have u water drive mechznism with

-

very 1ittle gas production?

[}

A That is correct. 1. think the gas that is produced with

the ¢il in the Wilson Pocl is probsably tcoo small to measure. I
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think, in fact, 1

ct
i“J -
k¢’

Q and in she 3an Siron 2rea, or what might be called the
south San Simcen area, vou also have a solution gas drive, but you
n.ve low ratios:

Ry Yes. This is strictly a marginal area. It has been

marg.nal for some

the ¢ld San Simon

®) Based on
that there are th
WAl WS -~ 1l

three serarate pools created in this area as ocutlined by Fr. iunyarn]”
A les, I think combination oI the geolcogical and produc-

ante certain
8] Jo you ¥

should be exenpt

\ e, I do
pcol wnich are pr
9 S¢ you [

A Yes, sir
9] what rec
A 1 would

cne.

)

- Ten thou

time. The July producticn from the two wells in

Pocl was 179 oil, two bsarrels of water, and they

1= it your opinion

there snould be

and that

1y indicates three sep:rate

eel that the proposad North Ss:i Simon-Yates Pcol

from the GOR limitations under Order Lo.

not. There are

oducing excessive

ing £3s.

a gis~cil ratio limitation of some sort
on the wells irn this prcpcsed pool?
would you muke?

ommendation

recommend a limiting gas-oil ratio of 10,000

sand to one?

too small to operate the lease satisfactorily.

LA
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P You feel that 10,000 to one would cause an undue hard-
ship upon any operators in this pool?

iy Well, any time you slap a limiting gas-oil ration on a
pool you are going to be creating a certain amount of hardship,
but I think this 1s the gas-cil ratioc limitation which the operatoj
can live with.

Al Jo yeu have anything further to offer?

A No, I haven't.

Q Was Exhibit No. 6 prepared by yeu or under your direct

X
J

supervision?
A Yes, it was.
8] Where did you get the information vou used in preparing

that exhibit?

A From the statistical report of the I
ingireers Committee, and from the C-115's as submitted by the
operators.

MR, MCR2ZS: 1f the Examiner please, we offer Staff
Zxhibit No. € in this case, and that concludes the direct exan-
ination of Mr. Ramey.

MR. NUTTER: Staff BExhibit & will be admitted. Dces

anyone have any questions?

+

MR. JQHES: Carl Jones, representing Phillips Petroleun

C

Lompany.

CROSS wXAMINATICH

S
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7 Mr. Ramey, what state of depletion would you say that the
proposed North San Simon field is in at the present time?

A dell, it varies. There zre still some pretty gcod wells
in there, and still some wells which are marginal; there are soue
wells which are marginal at this time.

2 Low, do you know whether cr not all of the gas which is
being ovroduced from the wells within the proposed horth San Simon
unit is heing marketed?

A I think the majority of the gas is, yes.

MR. JOKES: That is all I have, Mr. Nutter.

19€0; was that at the time when the field was completely drilled
up as it is today, cor --

A I think at that time, Mr. Nutter, the eighteenth well camd
in. T u:derstand there is a well now drilling, or in the process
of being completed in the area at this tine.

2 Since the pool reached that peak there has been a steady
and progressive decline in preduction?

A Yes, in o0il production: I wouldn't say the gas production

has been. It has been decreasing somewhat, but certainly nct in

W

relation to the oil.
2 Yow, what abcut individual wells as far as their GOR's

are concerned?
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A Well, the individual well

roughly in line with wha%t their co

have increased steadily.

) Wwhat is the actual range

4 It ranges from around 100
2 You hive ratics as low as

A Yes, there is one well which is extremely marginal in thigs

area, produces little oll or gas.

v a3 A K
2 You said, if

ratio would be 20,000 to one?
A Yes.
3 Wwhat would those three wals pe?
A It would be the Phillips Yates "A" No. 1.

il e

MORRIS:
lamey?

4 1t is in the S/W of the

Fast, and the Phillips Yates "A"™ [

the N/E of Secticn 32, 21, 35.

znother well in
high.

I believe it 1is

time because the operator didntt send in total gas for four wells

instead of breaking it down per well.

Mutter, that Texaco No. 4 wWell --

MR. NUDTTER: S/% N/4 of
A Yes. That well has been

Would vou gi

yvou excluded twc or three wells, the average

aq
[V

Those are
there which I dontt have accurate figures on, but

I woula Just as

p
4

P

mpletion ratics were, and some

s, some of them seem to be settifg

of ratiosy
to in excess of 40C,000.

1007

ve the location of that, lr.

/3,

Section 29, 21 South, 35

o. 4, which is in the N/W of

two wells. There is
soon not mention it at this

I might also mention, NMr.

.
I'e

\D

shut in, and 1 assume it is be-




RVICE, Inc.

PORTING SE

~

R RE

IE

hl
4

DEARNLEY-MFE

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 25

cause cf excessive gas production. It is not being produced at

#) Is there any correlation between the high GCR's and the
structural position as Mr. Runyan has drawn the contour map of the
pool?

A There are certainly wells which are higher structurally
than these five wells, but twc of these wells, the twc Phillips
wells, set on this little high as Mr. Runyan has depicted here.
Then we have this well up here which is some 50 feet higher, which

is a low ratio well.

&
-3
oy
&)
ct
¥

is the well up there in Secticn 19, lir. Ramey?

3 actually, that could be internrete

ot
@
(&7
o)
U
o
D
[
]

[81e}
oV
H
O
o
=3
t

structure in the area, coulidn't it?

A I think, in general, you have more or less the same strucH
ture up in here. It is bounded by little troughs -- if you can
take the word of an engineer in interpreting the work of a geolo-
gist -- but I would go along with lir. Junyan in his interpretation
of that entire horth San Simcn area as being cne structure, gen-
erally one structure.

2 Have you azcertainel whether there is any trend in GOAts

in this pocl?

e

W#ell, the Lrend seems to be upward.

There ig an increase in GGHts”?

&

-~

A I think your gas volume 1s essentisll

v levelled off; your

o
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cil is

decreasing, so the

GCR is going to continue to rise.

[, NUTTER: sry further questicns of Lir. Ramey?

was golng to market, so there would be nc surface waste of

Lo you

o

ground

hr. Hamey, yceu testifizo that =11 of the gas in the pocl

believe that, without a limiting ratic, there is under=-

waste ocourring st thne present Lime?

-+

I think 1t

[SRI

e of thece wells

el . 3, JRE
get a month, and

limitaticen would be for

you tak

O ATarey nr ey £ . L e b 3 P -~ 307 A -
e the gas away pefore you get tre oil, you could leave some

cil underground.

bY LR,

&

P_J
»
ct
o
f"[)

-

2atics there are runnin

——
Lese
bs

Your reconmenustion o

hle

[k

b

[ 3

Fr. Porter. 1L cantt visualize

i=  precducing spproximately 50 million

can't visualize waste net cccuming under

<

time you preduce excessive _as

are ¢il reservoir ou oare certainly leaning towards waste.

eservelir energy in the pecl:
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2 So vou have low rawics, but do rsou have 34 degree oil?
A les, sir.

3 Is it an interuedizte zroup?

A Yes, sir. I nizht ncte that the cowmpletion ratios on

the wells in the cld Sun Simon, one has reported a coupletion

301 of 50 to cne, and tLie otner one reported no gas on completion.

They have increzsed scoizwhat, buv still is minor.
Mite NUTTEZR:  any further guestions of Mr. Rarey? He nmay

ve excused. Do rou hzve anvthing further you wish to offer, Mr.
lorris?

e MCRRIS: I have rnotnhing further.

MR, NUTTER: ooes anycne hzve anything he wishes to offer
in Case Lo. 23767

FMR. BLaCK: C. Z. Black, representing Texaco, Inc., out

of Midland, Texas. Texaco concurs with the testimony stating that

the wells which are %o be included in the proposed North San Simon
field are prcducing from a ccmmon reservoir and should be included

in a common field. Texaco also concurs with the establishment of

s limiting gas-cil ratio cormend that a limiting

-
a5
o]
et
=
’,.J
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il
)
n
ct
Q
=
\'D
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gas-o0il

ct
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O
H
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O
ct
|t
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—
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N
-
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Q
ct

to one ve adopted.

MR. @HIT®: Cnirles White, revresenting Sinclair. Sinclal
requests that their State Lea Wel! 407 he. 5, in unit i) cf Section
33, Township 21 South, Range 35 East, remain in the San Simon Pool

and continue to overate under that poolts exceptions te statewide

rules 301 and 506 because c¢f its low productivity of both o0il and

r
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gas. For the months of September, 1960, through June of this year
the gas produced was too small to measure in this particular well.
The oil production in Sentenber of '60, the monthly production was
7¢ varrels, October it dropped to 17 barrels, November, 11, Jecem-
ber, 5, January, L, February, 5, and fiarch, 1. There is no pro-
duction for the monthscof April, May and June. In July it produced
147 barrels of o¢il and 17 MCEF of gas: in august of this year it
produced 353 barrels of oil and 440 MCF of gas. The well was re-
worked from July 13, 1961, to August 8, and additional intervals
were cpered to cffsettiing gas producticn. August production indi-
cates that the workover was unsuccessful and Sinclair anticipates
a decline in the productivity of beth cil and gas in the near
future. If the c¢il productivity declines faster than the gas pro-
ductivity then the GCOR will greatly increase, which Sinclair be-
lieves justifies its operations uader the statewide exceptions.

de have a letter from Sinclai-~. if there is nc objection we would

like to intreduce it as an exhibit. That is all.

in this case?
MR. JONES: Phillips Petroleur would like to put on one
witness, please, sir.
(Witness sworn.)

T. a. MATTHEWS

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

felilows:

b4

n-{l'i‘“;
‘ il
NG
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DIRECT wXAMINATION

BY M3i., JONES:
0 411l you state your name for the record, please?
1\ T. 4. Metthews.
3 and by whom are you employed, and in what capacity?

A By Phillips Petroleum Company ss area petroleum engineer.

-

Have you previously testified before this Commissicn, HMr.

oty
)

Matthews?
A I have not.
) Will wvou outline briefly your education and experience in

your present positicn, please?

[

I received the degres of Master of Science, chenistry
major, and geology minor, in 1936 from the University of arkansas:
was employed by Phillips Petroleum Company following that degree as
2 research chemist, but after two years was assigned to production
research and conducted rroduction research for ten vears. Follow-
ing this period of production research I became area petroleum

en for the production department, and have continued in that

}.J
]
T
]
=

capacity for the past thirteen years.

3 In that capacity huve you had cccasion to study the San
Simor and Wilson areag which are the subject of this hearing, and
with particuliar reference to the subject of this hearing?

A I have.
MX. JONES: sAre there any questions, Mr. Nutter, about hi

qualifications®
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MR. NUTTER: ¥No, sir, please proceed.

3 Mr. Matthews, have you prepared, or had prepared under
your supervision, a structure map of the San Simon area contoured
on the Yates formation?

A I have.

MR. JONES: I ask that that be identified as Phillips
&xhibit Ko. 1. TLow, without going into too much detail, Mr.
Matthews, does the structure map which has been identified as
Phillips EZxhibit No. 1, is it generally consistent with the struc-
ture map which has been introduced by the Commission staff?

A It is.

2 and particularly with reference to separation between the
proposed North San Simon field and the two Skelly wells in the
old San Simcn area?

4 That is correct.
2 what wells does Phillips Petroleum Compiry cperate within
the area of the staff-provosed North San Simon area?

A Philiips Pet.iroleum Company operates five wells, which we
designate as the Yates "AM" lease wells, nunber 1 through 5, leccates
in the Si/4 znd the E/2 of the SL0/L of Section 29, and the %W/2 of
the NE/L of Section 32. They are all in Township 21 Soutii, Zunge

35.

D]

New, when were those five wel ls drilled?

Those wells wers all completei between the period of

o

april, 19€0 and august, 1960.
s < >
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3 and how many vears, approximately, was that after the
discovery well in that area was drilled?
i The discovery well was completed, I believe, by Skelly in

1943, and we completed srese wells in 1960, so that is about 17

vear later.

nTY PIIMINTAD TTL Y h - 3 ; 3 < < 7 AT
MR, WUTTER: Which well was that discovery well, Mr.

iatthews?®

3 Skelly No. 1 State #U", T helieve, and that well is lo-
cated in the N/3 of the N/Z of 3ection 5, complated on November
28, 1943.

] (Rv Fr. Jones) UMr. Matthews, bave vou prepared an oil

oreduction declive curve on the Philliss Yates "a' lesase, or had
cne prepared under your suparvision?

i 1 have.

4
3

M2. JONES: I isk thut be identified, Mr. Examiner, 3s

Yn et E - 3 + 4o 2 V- > =
8 New, what does the oll productlion decline curve, which
" DU I N . BRI B B o] RO I P T LN SN fm Y
iias been identified ss fxhiblit Le. 2, indicate, iir. Matthews?
N That reflects the declining rats of c¢il productiion on
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MR, JOMES: 1 ask that 1t be murked Exhibit No. 3, please
2 Will you state what Bxuibit No. 3 depicus?
4 pxhibit 3 reflects that the gas production reached 2 peak

shertly -- uzbcut the same tlwe that the oll preduction reached its

perk, and has been sharply declining since that period, with the

32

present rate of gas preduction beling, as
cublc feet a nonth from the leacse.

hibit To. 3 indicate that, insofar es the Phillips

&
r\,
o]
(D
0
KX
™

Yates "AM™ lease 1s concerned, there i1s any levelling off in the

gas preduction?

-

1t does not.
2 Wwhat does that exhibit indicate to you, then, with refer-
ence to the Yates "aM lease?

It indicates to me thast this lease i1s late in the life of

the primary energy, and the declining gas preduction, along with

the declining oil production, reflects an overall decline, currently

in the gas-oil racio.

D Ts a1l of the gas vroduced from the Phillips Yates "a™
marketed?
A It is.

G Have wou prepared, or h.d vprepared under your supervision

O
e
e}

roduction declire curve of the San 3imcn field as presentl]

desisznated?

M. JCUES: T ask that be narked as Phillips Exhibit No. /

recall, about 50 million

,qgﬁi
I A
Nl

’
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rlease.

That excludes the two Skelly wells?
J

&)

A That does not include those Skelly wells.

2 Jhat does Exhibit No. 4 indicate, [r. liatthews?
i\ It reflects that the coil production rate of the entire

pocl 1s also declining, =2nd reflects that the pool, as a whole, is
unable to produce its allowable. T belisve there is no sin
lease that is able to produce its allowable.

7 dave you also prepared, or had prepared under your super-

vision, a gas preoduction decline curve of the San Simon field as

presently desigrated, excluding the two Skelly wells to the socuth?
! I have.
M. JONES: That will be Exhibit He. 5, please.

B Mr. Matthews, what does Exhibit No. 5 depict”?

A It reflects the gas production f.om the entire field is
also decliring, although 1t does reflect that an apparent levelling
off has taken place in recent months.

o Have ycu prepared an economic analysis of the Phillips
Yates "a" lesse?

A L have.

A Will you gilve that tc the fxaminer, please,

A Phillips Petroleum Company's records reflect that, as of
iugust, 1961, our investment in the Yates "a" lease amounted to a

total of $185,080.98. Up %o the same date cf august the lst, 1961,

the net operating income, over and above operating costs, amounted

P
@%\j

N
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tc $96,408.33, leaving 4 balunce to pay out of 588,672.65. Accorq

ing to my extrapclation of the declire curves, which have been pre+s

ol =

sented . in evidence, we can expect tec reach an economic limit on
this lease, under unrestricted rates of both oil and gas productior
by the end of 1962, at which time the lease will lack approximately
#63,000 in returning the investment.

A And that analysis is based upon t he present status of the
field, that is, exempt from gas-cil ratic limits?
A That is correct.

1

Q Do the exhibits to which you have testified indicate that

u)

the field, as a whole, snd the Phillips Yates "A" lease in parti-

o

cular, are at or nearing the final stages of depletion?
A They do.

solution gas drive reservoir, when the reservoir is

&
=
]
a8}

at or nearing the final stages of depletion, what is the best use
fer the gas in the reservoir?
it The gas, in the final stages of depletion, has essentiallj

served its purpose of recovering the c¢il, and the best use of the

]

gas is to be mirketed during the econcmic life of the field.

7 Now, if the wells in the fileld are shut in or abandoned

}.._l

earlier than they otherwise would be because of a gas-oil ratioc

r

QD

striction, will oil which wculd otherwise be recovered be left
in the ground?
A There will be some o0il left in the ground, as well as gas

because of the attainment of an economic limit 2t a higher level
[&]

|

-

N ;j
N
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of o0il saturation and gas remaining in the reservoir.

& and that, cf course, results in, cr is,
A That is correct.

2 The Phillips Yates M"A" lease 1s a State
State of Wew Mexic

3 That is correct.

waste, 1s it not?

9] and any waste that would result would not only result in

01l which weculd not be recovered for the public

particular instance, would result in a direct los

severance taxes and royalty income, would it not¥

A That is correct.

od, but in this

s to the State in

] Jo you believe the Pnillips Yates "a" lease could be

c perated without waste and without leading to premature abandonment

cn ary gas=oil ratio limit less than 1C,000 to one*?

A I do not.

Fr. Matthews?
A My recommuendation would be that the Phi

lease and, in fact, the proposed lNorth San Simon

tained in the present status of unrestricted gas-cil

o If the Comnmission did rot ses fit to follow that

mendation, what would be your alternate recocmmend

e

limit less than 10,000 to one be applied to this

o
£

2 From your testimony, what is your recommendation then,

Q3
¢t
"3
@
el
o
I

tion?

Iy alternate recommendation would be that no gas-coil rati

North San Simon

;%)
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MR. JON&S: Phillins offers in evidence its mxhibits 1
toe 5, inclusive.

JR. NUTTER: Phillips Exnibits 1 through 5 will be ad-

mitted in evidence Doe=s anycne have any guestions cf Mr. Matthews
CHOSS SXAMINATION
27 M. BUTTHER:

3 lir. Hatthews, in view of th ~eonomic picture as Iar as
the rhillips lease is concerned, does ihat company contenplate any
additional wells?

A we do not

P If you hod a 1i ratio of 10,0CC tv cre, what would
be the permitted monthl, rate of producticn of gas from this leaset}

St Je have Tive wells; I would assume Lh.t under the present
34 bsr-els per day oil sliowsble we would be peraitted to produce
approximately 340,000 cubie feetv of gas per dsv, which armcunt for
Tive wells would amount to 1,695,000 cubic feet per day, cr for
3 30-dar moanth would amount to 51 Wlllloi cublc fest of gas.

7 and, according te your Exhibit No. 3, the gas production
on this lease has declined to somewhat less than 50 million?

A That is correct, 1T that fincl polint is as =zccurate as thd

\
j

the points. It was cbtained fronm ifferent sourcse.
nat 1s regularly ceported to the Commission: that final
reint hud o be obtained roa cur

a8 metering station that sells

58 te the gas on-line plist, =2nd 1f thore is no accounting error

-0
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tnat 1s a true statewent,

is far as you know, lr. lMatthews, 1s this FPhillips lease
hest ravic lease in the pecls

48 far as 1 Xnow thst is the ni

T TETTITIIATE Y T, . 1 - S L . £ e 2 S 4 - £ Miga
M. BUTTEL:  Thank you. Any further queastions ol oir
=7 1 3
Y Tou may be excussad,

MR, JONZS: That is all we have to o

-

et
Y
i

9]

ct
v3

o)

fus
L

O

‘..-J
¢}

{0

62}

)

]

o

(i
jox
9]

LT NI TD 3 . < Sy er b / 1= R + &l
M. NUTTER: Oces anvone have anrything they wish to offe

Taks the case wnder sdvigenmnent and take a

n-minute recess.
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foregoing
tiexico Ci

true and

sbility.

seal this 29th day of Sapte

NEW MOXICO j
) ss
BuUNALILLC )
I, JUNE PAalGz, Court deporter, do hereby certify that
and zttached transcript of groceedings before the New
1 Conservation Comriission at Sznta Fe, Now [exico, 1s

correct

Ik
N

Ly Commission
Hay 11, 264.

JITLESS

recor

eXpires:

1

d to the best cf 1y knowledge, skill and

S1EOF I nzve affixed uy hind and notarial
mber, 1961.
e e
; )
: *{\_..a'/
s o
i [P ] (_’(/ -/‘J/,z_/ _

Notar. Fiblic - Court “epkrtel

T do here-' certify +kﬁ+ the “or@gofng Is
a comuil : omle G ros in

the Ext SO PV VP T S a
heard Ty m€ O , 19 . "

New dexico 0Oil

the
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