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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 21, 1963

EXAMINER HEARING

IN THZ MATTER OF:

Application of Compass Exploration, Inc.
for the creation of a Gallup Gas Pool,

Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks an order
deleting certain acreage from the South
Blanco-Tocito Pool and redesignating
portions of said acreage to comprise a new
Gallup gas pool for its Northwest Lindrith
Well No. 1-3, located in Unit K of Section
3, Township 26 North, Range 7 West, Rio
Arriba County, New Mexico.

Case 2761

BIFORE: Elvis A. Utz, Examiner,

TRANSCRIPT OF HEARING

MR, UTZ: The hearing will come to order, please. The
first case on the docket will be 2761.

MR, DURRETT: Application of Compass Exploration, Inc.
for the creation of a Gallup Gas Pool, Rio Arriba County, New
Mexico.

IR, UTZ: Are there any appearances in Case 27617

MR. KELLAHIN: Jason Kellahin, Kellahin and Fox,

Santa Fe, appearing for Calkins. We have filed with the Com=-
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mission a request that this case be continued to the next hear-

ing before the same examiner,

MR, DURRETT: If the Examiner please, we do have
that request in the form of a letter from Mr. A. F. Holland re-
questing that the case be continued to the next Examiner Hearing.
We alsc have a telegram from Compass Exploration, Inc., the
applicant, stating that they concur the request of Calkins 0il
Company for a postponement of the hearing on Case 2761.

MR, UTZ: Without objection, Case 2761 will be con~

tinued to the March 20 Examiner Hearing.
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STATE OF NEW MEXICO g
Ss
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Court Reporter, do hereby certify that the

foregoing and attached transcript of proceedings before the New

Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a

true and correct record to the best of my knowledge, skill and

ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 24th day of February, 1963.

My commission expires:

June 19, 1963.

I do herebs
¥ cert
a corplo e o tify that
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Notary Public-Court Rep%y%er
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TN THE MATTZR CF:

Application of Compass Exploration, Inc.,

for the creatlon of 2 Gallup Gzs Pool,

Rio Arriba Countiy, New Mexico. Apslicant,

in the above-styled cause, seexs an order

deleting certain acreage from the 3cutn Case 2751
Blanco-Tocito Peol and redesignating

nortions of szald acreage to conpri.se a
S

new Gallun ool for its Northwest
Lindr.th Vell No. 1-3, locatved in Unit
of 3ectilon 3, Township 26 North, Range
Westv, Rio Arribpa County, New Mexlco.

bl
™
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Pl il bl 2~ A TT+ o 3
SEFORE: EZvis A, Utz, =Zxaniner.

TRANSCRIPT OF HEARING

MR. UTZ: Case No. 27352,
FR. DURRETT: Aovplication of Compass Exploration, Inc.,

for Thne creation of & Galluo Gas Pool, Rio Arribva County, New

lex’co
MR, KELLY: Booker Kelly witn Gilbert, White & Gilbert,
3anta Fe, New Mexlco, anpearing on behalfl of the plaintiffs. Ir.

T. P. Stockmar 1s associated witn me.

M. STOCKMAR: %wWe have two witnesses

)

nd ask that they

MR, UTZ: 4ny other apnearances in thls case?
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MR. KELLAHIN: Jason Kellahin of Kellahin & Fox, Santa
Te, appearing on ovehalf of the Caulkins 0i1 Company.
MR. SPANN: Charles C. Spann, 914 Bank of New Mexico
Buildinz, Albuquerdue, New Mexico, appearing on behall of El Paso
Natural Gas Products Company.
MR. UTZ: Any other apgearances?
You may swear the witnesses.
(Witnesses sworn.)
FR. STOCKIAR: T might state for the record that one
of the wlitnesses may only be called as a rebuttal witness.
I7 I may make a very short opvening statement. This seems
I hope 1t doesn't develop into some-
thing more, on the basis of routine nomenclature nearings. Ve
nave added to a fairiy old and established pool simply by
eogravchic proxinliy an area wnich now contains there three
obviocus gas wells. The geologic evidence S0 be presented here
[ think will show very clearly that there 1s no geologic con-

nection between the two pools and we have separate sources of

1,

sunoly. As I am sure the Commission is fully aware, the oil

5
L

5001 18 one of ancient vintaze, well advanced on secondary
recovery nechanism and I am sure well on the way exhaustion to
s oil. It would cerfainly be inpracticavle, even if
there 1s a redef'nition of certain wells ‘nto gas wells to

atterint to operate under corrion pool rules.

Anotner facey of the applicant's spplication was that n
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additicn to having a new field designated that 150-acre spacing
be vermitted. There was not an intent nere to have a full dress

spacing nearin

0Q

as sucn, but simply to rely on the statewide
rules at this time. So there is no intent to move forward with
a full dress appearance on that.

With that, I would like to call our first witness, Mr.

Farrelly, wWno has teen sworn.

PETER J. FARRELLY

a ¥itness, called by the 0il Conservation Commission, having

6]

been first duly sworn, was exanined and testifled as follows:

DIRECT EXAMINATION

BY MR. STOCKMAR:

e ¥r. Farrelly, would you state your full name, address,
and employment for the record, nlease?

k Peter J. Farrelly, 101 University Boulevard, Denver,
Colorado. I am employed by Compass Exvploration, Inc., as Manager
of Exnloration and Production.
kir. Farrelily, have you ever been qualif. ed and have
you ever appeared as a witness before this Commission?

A No, I have not.

8 Would you then give us some i1dea of your general

educational background?

A Bachelor of Science Degree from the University of
Ill nois, 1952; laster of Sclence Degree from the University of

Il nois, 1953; employed by Continental 0il Company in the Durango
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area for aoporoximate

1

ely four years and then went to work for

Compass Zxploration for a period of anovher four years.

During this per’od I have worked on the San Juan Basin, both
for rorizon--~I1 have accually supervised and done the basin work
for exnlcration and the production of Gallup and Dakota formations
in tnhe aresa.

a Mr. Farrelly, was your educational work and your employ-
ment as & geologlst?

the elsctrical

Blanco-Tocito

same area. I

n v
x

specific knowledg the data available

-
G

South Blanco-Toclito Oil Pool?

Yes, I do, I have worked the area. I have analyzed

logs and completion datae avallapble in the South

01l Pool and the drillings of our wells in the

have supervised thelr completion and actually

worked un the initial exploration for the Gallup-San Juan area.
MR, STOCKMAR: ¥r. Examiner, I &sk that the witness!
gualifications as a geologist be accepted.
MR, UTZ: He 1s gqualified.
e T would llke To have marked as Applicant's Exhibit 1
a map encvitied Structure Contour Map on Tor Sanastee Formation.
lr, Ferrelly, would you generally describe what This exhibit is?
2 This exhiLit 1s a structure contour map on the top
sSanastee Formation, 3South Tocito area. The map 1s contoured on
cne 50-foot interval. Logs have been examined in a four township
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area in which the field is included and immediately adjacent
to the field.

Q Are there any corrections or things that you might wish
to point out with respect to the exhibit?

A Yes, in Section 10 of 26 North, 6 West, the gas well
which falls in Section 10 of 26 North, 6 West, the gas well which
falls in the Northeast of the Southeast--pardon me--Northwest of
the Southeast should be deleted, that is a shallow producing well.

Q Could that be Section 9 that you are referring to?

A Pardon me, it is 9, I am sorry--Section 9, it's i1n
the Northwest of the Southeast, the gas well there, the gas well
symbol you see there immediately below the oll well.

Q Is 1t your contention, Mr. Farrelly, that this should
be simply eliminated from the map as a shallow producing well?

A As a shallow producing well. The area that is shown
in the dash lines across 26 Northwest, 6 West, 27 North, 7 West,
represent the boundaries of the South Blahco-Tocito Pool. And
in examination of these logs and construction of this cross
section, I mean of this map, we have found generally northeast
regional addition across the area. There are no particular
structural observations. There are a few ridges in our strike
but that is about it.

We have constructed this map for two reasons. The first

reason was, No. 1, to determine whether there was a structural

®

consideration between the two fi a b

. eV
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we can derive is that the Tocito Pool proper, as opposed to our
gas pooi, is downdip; generally, the strike aCross the bottom is
the same, as there is no closure represented, sO we can assume
then that is a stratigraphic trap.

No. 2, the second reason we constructed this map was, generall
speaking, in the regional setting of the entire basin, the Gallup
oil and hydrocarbon accumulations run parallel to the strike on
the Sanastee and we wanted to establish Jjust how these two fields
set in there. You will note on it that there is a cross section
represented as of AA brim, this is a later exhibit, but too, we
will again refer back to this map, the cross section was set up
as such. Let it be noted the cross section is set up as such to
obtain a normal position to the strike of the area.

Q I would like to have marked for identification Exhibit
No. 2, which 18 a map entitled Isopach Map of Gallup Sand.

Mr. Farrelly, should the same correction be made on the
shallow gas well in Section 9 on the map?

A Yes, with respect to the well in Section 9, it should
be deleted from the map.

Q Mr. Farrelily, wlill you please describe Exhibit 2 and
state what it purports to show?

A Exhibit 2 is an isopach constructed on the gross Gallup
sand in the producing interval of both the Compass Gas Pool locateq

26-7 and South Tacito located 26 North, & West. Our company in

®

y
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we tried to fake the most general rules for parameters possible in
the construction of this map. It was vitally important to us

to find out whether we were hooked up with the field. Basiecally,
on assuming this very gross parameter, all that is meant by the
total Gallup sand in this area is that from the electrical logs
any kick that was, we first took--let me re-explain that--we
first took a typical well in our field in the Gallup Gas Pool
and a typlcal well in the o0il pool. From this, we compared all
the logs in the four-section area. We came to the point where
there were no overlaps. We gave them every benefit of the doubt
to say that there was possibly some sand in this well in this
interval and we contoured, we added those up and totalled the
thickness and contoured on that basis. The wells have no data
represents zero, that there was no Gallup sand present. Now,

S0 we won't get a nomenclature problem I know in some areas--in
the past, the Tocito has been referred to as a separate sand.
For our purposes, we consider the Tocito énd the Gallup one and ‘
the same. This is a lower Gallup sand accumulation and this is
what we have examined.

o Mr. Farrelly, do I understand from your explanation
that the contours, isopach contours here do not necessarily
represent net pay but simply the existence?

A No, they do not represent net pay at all, simply the

existence of the sand.
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each well designation that are inside the zero contour 1imits?

A That is actually the thickness of the sand as pictured
from the electric logs.

Q You testified that anywhere on the map which is outside
of the zero contour had zero thickness? |

A Had zero thickness.

Q Mr. Farrelly, were there in some instances two inde-
pendent bodies of sand counted?

A Yes, in the examination of the South Tocito-Blanco Field|
we found that in this portion of the Gallup there were 1n essence
two separate sand developments. We totalled these again, approachq
ing the benefits of given gross sand, as a later exhibit will show
that actually what is producing from the Compass Gas area over in
26-7 Compass Gas area 1s actually just the top sand at the South
Blanco-Tocito Pool and equivalent I should say to the South Blanco+t
Tocito Pool. In order ﬁo Just reiterate what we have done, we have
prepared thls thing in total of all sands in interval to give the
broadest possible sand connection. What we have come up with can
well be seen. We come up with one large body of sand setting in
the South Blanco Pool area and to the north. The sand has not
been developed to the north and we understand by examination of
the Case File 1420 that the people who are the operators in that
area felt it had a little too low permeability. We did not considér

the permeability of the sand at all. So we represent one area to

the east and then another area building up to the west. We

®
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can show that by the well in the northeast of Section 3 of 26-6,
the well in the north--actually it would be in the northeast of
Section 10 of that same townshlp and range--but the two feet
represented in Section 1 of 26-6 and by the well located in
Section 23 of 26-6--pardon me, 13 of 26-6--these are all zero
wells in contouring this thing loglcally. When I say zero except
for the two feet represented up here, I mean there is no sand at
all present. This 1s in essence a three point picture across the
area. Any pinching or anything would represent no sand across
the area. This forces us to draw a blank spot in the area--an areé
of no sand and demonstrates there 1is in essence two separate sand
pods.

CROSS EXAMINATION

BY MR, UTZ:

Q Let's go through the streaks again. Either you are
wrong or I am wrong. I am not sure which.

A On Section 1 there is two feet 6f sand, Section 1 of
26-6. In Section 3 in the Northeast there is no sand. -In Section
10 the well in Section 10, of the same township and range, there
is no sand. In Section 13 there 1s no sand.

A Well, now that is where I left you. This would be 13
over here.

A 13, right above 24 of the same township and range. And,

Mr. Examiner, what I am referring to in particular are the three

wells that are zero and one well going to practically zero, having

®
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two feet of sand, and the three points of the three zero wells
would cause us to contour these two separate units. It should alsd
be noted the rate of pinch out of the sand established in South
Tocito. In the area again, going from Section 9 of 26-0, where
you have 16 feet on down to 5 feet and eventually to the South to
zero feet, we have established a rate of pinch out across there.
If we do carry the same rate of pinch out around you will note we
have a decrease in the sand from the Tocito on westward. When you
come to the Compass area, you have an increase in sand as you go
westward from 8 feet to 12 feet. We have a decrease to the West
at Tocito, increase to the West on the Compass, which again would
lead us to believe that there is no sand in between the two fields |

Q What are those wells completed in?

A The wells in the Compass area or other wells?

G These wells that you have described.

A They are Dakota wells which penetrated the Gallup forma-

tion.
REDIRECT EXAMINATION

BY MR. STOCKMAR:

Q In each case you did have a log available?

A In each case I d4id have a log avallable.
MR. STOCKMAR: Any further questions?
MR. UTZ: No.

G Mr. Farrelly, in describing your qualifications, you

indicated a degree of familiarity with the Gallup reservoir and

the entire basin. PFrom this experience, are there any further

-~

7

»
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conclusions you can draw with respect to there being two flelds
here?

A I would like for the Commission to note the fact that
Totah and Cha Cha are just about‘a mile apart, prpducing from like
sands. They are considered by the Commission as two separate
fields. It 1s very possible in the deposition, the strike valley
type of deposition we get in the Gallup, to have two separate
fields, less than a mile apart but in essence two separate sand
bodies to be treated as two separate sand bodies. I would also
like to note again sand as such were found on a log. The areas
can be as far apart as 10 mliles or 15 miles and you will see a
like similarity in The Gallup sand so that the fact that the log
characteristics in one area are the same as that in another area,
it does not necessarily make it the same pool.

4] Mr. Farrelly, have you prepared a cross section AA
Prime? Assuming your answer to be yes, I would like to have it
marked for identification as Applicant's Exhibit 3.

Mr. Farrelly, would you please identify Exhibit 3 and explain
it?

A Exhibit 3 is a West-E:st Stratigraphic Cross Section,
which has a datum at the top on the Sanastee. The most of the
section is represented on the earlier two exhibits. It will be
noted that the sec?ion wasn't carried directly into the boundaries
of the South Blanco-Tocito Pool as it came eastward. I went up

north of the actual boundaries of the field. I will endeavor

®
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to explain why. Starting wiﬁh the Compass Well in the section on
»the west end-at A of the cross section, you wiil note the log
characteristics and the sand characteristics of the Gallup
formation, the lower Gallup formation. Then as we come into
the E1 Paso NCRA Well, Section 3 of 26 North, 7 West, we lose
the sand characteristics completely. We instead have replaced
with siltstone. As we come back, or as we come further easft into
Section 36 of 27 North, 7 West, the zone is oil in the Rincon No.
1 Well. We agaln pick up sand and going into Section 31 of 27
North, © West, we again have the sand characteristics. What
we did, as I have explained earlier, while talking about Exhibit
No. 1, we attempted to make a cross section across the strike
area, get a cross section normal to these two sand buildups.
In doing this, of course, we show sand in the Compass area going
to no sand in the NCRA Well and then coming back into sand in
the Rincon area. I can show the Commission and we have the logs
available the cross section can be carriea down below other
sections in South Blanco area, in the actual field area. The
same sand conditions exist and can be carried on across.

MR. UTZ: Your testimony then is, Mr. Farrelly, that
within the zero contour lines of the larger body of sand there
is continuity of the sand and the logs can be correlated?

THE WITNESS: That is corregt, sir.

MR. STOCKMAR: Mr. Examiner, would you care to see any

. 1Ll o] his w_this correlation?
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MR. UTZ: I don't think so.

8] To reiterate again, a cross sectionfﬁas designed--one of
the places of that cross section was taken and designed on that
going to sand, to no sand, and back into sand aga?n. So that
the Commission may be able to appraise the fact that fthere 1is
actually a zero sand band through the middle of these two areas.
Does this study further confirm your stated opinion that no sand
body exists between these two developed areas?

A Yes, it does.

Q Mr. Farrelly, were Exhibits No. 2 and 3 prepared by
you or under your supervision?

A They were.

MR. STOCKMAR: Mr. Examiner, I ask these exhibits 1, 2
and 3 be accepted into evidence.

MR, UTZ: Without objection, Exhibits 1, 2 and 3 will
be made a part of this record.

MR. STOCKMAR: Mr. Farrelly is évailable for questions
by Mr. Examiner or others.

RECROSS EXAMINATION

BY MR. KELLAHIN:

Q Mr. Farrelly, I am Jason Kellahin. I represent Caulkins
0il Company. In connection with your preparation of Exhibit 1,
did I understand you correctly to say’that the Tocito 0il Pool
is downdip from the Compass Area?

4 Yes SEQLL did,sir

&
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o] Assuming that the Tocito is a’éolution gas drive
reservoir and then assuming again for the purpéses of this
gquestion that there is a connection between two zones, 1t would
be normal to expect you would find a gas cap at the upper zone,
would it not, at an advanced stage of completion?

A If the reservoirs were connected at all, yes, sir,
you would, but as described in our direct testimony, we don't feel
we have any evidence ppepared that the reservoirs are even con-
nected, and should be treated as two separate units.

G You do find gas in the Compass Wells?

A Yes, we do.

o Referring to your Exhibit No. 2 where you cut off your
zero 1lsopach line, what control did you have between the Tocito
area as you descrived it and the so-called Compass area?

A I had the controls of the wells that I pointed out in
direct @estimony. Also, I was very surprised to note thils, on
examination of the Caulkins and E1 Paso files in Case 1420 that
their zero lines were the same practically as mine in the old
testimony.

Q That testimony was submitted prior to the drilling of
Compass wells, was it not?

A Yes, sir, it was.

e And they'had no control then in that direction, did they?

A No, sir. They did have control in Section 36, in

Section 1 and in Section 13.

~

o
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Q That would be on the other side?

A On'the west sidé of the fileld, theyfdid have that con-
trol. They did have those three well controls.

] They did not héve the benefit of the information ob-
tained from the Compass Wells?

A No, sir.

Q For the purposes of your testimony, you treated the
Tocito and Gallup as one and the same formation?

A Yes.

Q Although it is defined as a lens in the Maucas shale,
is it not, the Tocito?

A There is a great deal of discussion going on amongst
all geologists. Actually, Tocito or Gallup sand buildup, all the
bulldups are actually lower on any previous sand accumulations
overlylng the Carlisle unconformity or hiatus between the Carlisle
and any hiatus and these things, as I mentioned just previously
in the testimony--actually probably this is the consideration of
most geologists--are probably strike valley sands and are
actually sands that are quest of valleys of this unconformity.

e Now, as I understand your testimony in regard to
Exhibit No. 2, you pointed to certain wells inside of the area
as being wells which had no sand development.

A Inside of the Tocito area, inside the area zero line.

g You said, for example, one of the wells had two feet.

CYan wanld caonsider 4+t as no sand at 3119

N«

&/
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A

limits.

Q

of Section 2?

A

inside the pool areas, no footage marked. They are not zero, they

are Just wells that we did not have any data on, we did not have

the logs.

Q You don't say that they have no development?

A No.

Q Now, do you say the E1 Paso NCRA 1 in 1 had no sand
development?

A Yes, I do.

e Did you compare the log on that well to the logs on

our other two Compass wells?

A

Q

A

1 which is very characteristic in the Gallup.

Q

deflning your sand zone here?

A

Q

E1 Paso NCRA Well?

A

That well I referred to, I believe is outside the pool

It was outside the pool limits in the northeast section

I will correct that statement. The wells have datums

Yes, sir, I did.
You still say there was no sand development?

I say no sand. There 1s probably siltstone dévelopment,
Did you take into consideration permeability at all in

No, sir, I did not.

Dld you have information other than the logs on this

I have the lo
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service.
Q You had no core information?
A No.

Q Why do you notvconsidef then that the development below
the poin%t you show that sand development as being sand?

A I told you, sip, that in selecting a parameter for this -
we selected the logs on the fwo production areas% we considered
those sands since we had examined those sands in the drilling of
the wells in our area and we are able to make an analysis. We
could have set up a set of parameters and really not have been
fair to your people. We could have stopped at over 50 ohm& or
5 million ohms, but we didn't. Instead we attempted to use the
overlay theory to just get as gross a pick as we could of these

things and I am just sorry to say the NCRA well would in no way

overlay.
Q The microlog shows permeability in that zone?
A I don't think the microlog shows permeability on any well.

Microlog demonstrates porosity but not permeability.

Q How did you determine gross pay in these other wells?

A I didn't call it gross pay, I said gross sand. I
determined it from the E log or the induction ES log.

A Mr., Farrelly, did you know that there is a gas cép
develcpment in the Tocito reservoir?

A I noted that in examining the past exhibits in the field

~

o
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mately the southwest edge of.Tocito. I did note that.

o] And what date was that exhibit-that{&ou were referring tq?

A I think it was 1959 Exhibilt, I can't recall.

Q You haven't made any investigation since that date to
determine whether there is a gas cap and to what extent it may
have grown since '59?

A You mean on thé South Tocito Pool itself?

Q Yes. |

A Just the investigation that my people have told me and
I am not prepared to testify in Englneering things, on'the accum-
latives, and so forth that they have rounded up. They haQe told
me that in the injection program that is presently going on, the
pressure maintenance program that some of the wells, of course,
that had been high gas -~ o0ll ratio wells had been converted to
inject wells as such., I couldn't definitely say that I have ex-
plored the exact size of‘the gas cap and how far it expénded. I
had Just general conversation with my peoble. |

MR. UTZ: Any other questions?

MR. STOCKMAR: Mr. Examiner, the record might be clear 1q
we identifled the map to which he is referring to Case File 1420.

MR. STOCKMAR: Mr. Parrelly, i1s the map you refer to
Exhlbit A to a letter of El Paso Natural Gas Company of April 1st,
1959, addressed to the Commission and others, signed by Mr. C. L.

Perkins, Vice President?

THE WITNE3SS: Yes, sir, it is.

&
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MR, UTZ: Are there any other questions?

MR. STOCKMAR: I 4o have one'questigh on redirect
examination if there are no others.

MR. UTZ: Any other questions of this witness?

BY. MR. UTZ:

@  Mr. Farrelly, the well in the hortheast, northeast of
Section 1, 26-7, I believe you stated that was cqmpleted as a
Dakota Well?

A Yes, sir, I did.

Q But you show two feet of Gallup pay?

A Yes, sir.

Q It was not completed in the Gallup?

A No, sir, 1t was not.

Q Now, the well down in northeast corner of Section 13,
the same township and range, you inspected that log and you
found no pay in the Gallup?

A No, sir, I did not.

Q Now, in the southwest portion of the South Blénco-
Tocito Pool, do you have all wells which were dipped through
the Gallup plotted on the map?

A Yes, sir, as far as I know, I do.

o So you can be sure that there were no gas wells in
the southwest portion of this pool?

A Yes, sir.

®
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e In- the Gallup?

A Yes, sir.

) Now, the gas wells shown 1n the northwest portion of
the pool which you have net pays marked, which I presume are

Gallup net pays?

A Not net pays, they are sand, sir.

Q Gross sand?

A Yes.

G Are those wells completed in the Gallup?

A The wells with circle around them are the Dakota

completions only.

Q So that in the northwest portion of this pool, there
were no Gallup gas wells?

A No, sir.

Q Do you have any information as to the gas-oil ratios
of any of the Gallup wells or Tocito wells in Section © or 7
portion of the pool that is nearest to yoﬁr area?

A Yes, sir, we have the latest gas-o0il ratio.

Q I imagine on Caulkins wells?

A Yes, sir, in Section 7, the B unit well is not GOR
listed, it is a border injection well as shown.

In Section 6, the P unit well, which is an El Paso Natural
Gas Products Company well, has a GOR of 1008 report. Also, in

Section o, the F unit well has a GOR of 17,400 report.

Q Those wells are pretty high gas-oll ratio for an oil

®
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pool, aren't they?

A Yes, sir, they are.

Q Do you have any idea as to the gravity of the liquid
produced in South Blanco-Tocito?

A No, sir, I do not.

Q Are your wells producing any liquid?

A Yes, sir, their condensate and gravity 1s up around
49 degrees.
o) Do you have any GOR's on your well?

A Yes, sir, I do. Mr. Utz, I would like to call your
attention to the fact that actually if the wells in the northwest
on the structure map of Section--pardon me--in Section 6 is a
Tocito-Blanco and wells in the northeast portion are further
downdip even than our wells and actually structural strike with
the majority of the pools.

c Yes, I understand that.

A On the 13th well located in Section 3 with the box
around it of 26-7 is the Compass Exploration, Inc.; 1-3 GOR is
80,833. The well in the east--the easterly most well in Section
4 of 26-7 is recently hooked up; the western most well is not on
the line shaft as yet. The GOR on the 14, which is the well in
the northeast of Section 4 is 100, 450.

Q Both of ?hose wells produce the same type of fluid?

A Yes, sir.

Q Mr. Farrelly, have you done any subsurface work on any

®
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other Gellup areas in San Juan Basin?

A Yes, I have.

Q The results of your studies show that the Gallup
invariably follows the trend directly and tend toAcut across
the trend in there?

A In the entire basin which I refer to as area inside
the Mesaverde outgrowth it will follow the strike except for a
slight cocking. Now this change in attitude has been caused by
late structural movement of deposition of the sand. We feel
sand was deposited along the strike and late structural movement
caused some cocking. When you see a structure contour map
without a tilt eliminated, you will note sometimes they run
slightly obliquely to the strike.

G Is it your contention the fact that there ére some 100
feet difference in contours between the South Blanco-Tocito Pool
and your area, that there would be no connection? That is one of
your contentions?

A Yes, sir, there are no connections, through reservoir
connections as such. The sand does not exist in between.

MR. UTZ: Does Caulkins intend to put on any testimony?

MR. KELLAHIN: Yes, sir.

MR, UTZ: Are there any other questions of the witness?
The witness may be,excused.

REDIRECT EXAMINATION

DY MR, STOCKMAR:

®
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e Very briefly so The record is clear. Mr. Farrelly,
would you refer to the four wells marked Dakota Completions on
Sections 13, 14, 15 and 15 of 20 North, © West, around which

pern circles have been drawn.

A There was error in the plotting of our map.

e In essence 1t 1s a Dakota only completion and not a
Gallup gas completion?

A That is true, sir.

) ir. Farrelly, in one of Mr. Utz' questions about the
well in the northeast quarter of Section 17, 20 north, 7 west,
he asked you if that had two feet of net pay and you answered
yes. 1Is that your answer?

A No, sir, if I answered yes to that, I was wrong. It
should pe two feet of gross sand.

Q To your Knowledge is there any production in the Gallup
through that well?

A No, sir.

Q Mr. Farrelly, is there any way in which the net pay by
any definition could be larger than the gross sand, as you have
used that term here?

A No, sir.

MR. STOCKMAR: That is all the questions we have.
MR. UTZ: Any other questions? The witness may be

excused.

MR. STOCKMAR: If there is to be other testimony, T

®




PAGE

FARMINGTON, N, M,
PHONE 2325-.1182

SANTA FE, N. M.
PHONE 983-3971

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M,
PHONE 243.6691

would like to reserve the right to make a statement at the
conclusion of the matter and put on rebuttal testimony.

MR. UTZ: You may have that permission. You jusﬁ
have the one witness at this time?

MR. STOCKMAR: Yes, sir.

A. H. HOLLAND

a Witness, called by the 0il Conservation Commission, having
been first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

Q State your name, please.

A My name is A. H. Hollandg.

Q By whom are you employed and in what position, Mr.
Holiand?

A I am Manager of Production for Caulkins 0il Company.

Qe Mr. Holland, are you a Petroleum Engineer?

A Yes, I am a graduate Petroleum Engineer,

Q Have you testified before the 0il Conservation Com-

mission and made your qualifications a matter of record before
the Commission?

A I have.

G Have you nad any experience in the South Blanco-
Tocito Pool?

A Yes, sir, I have followed the development of the pool

for approximately the past ten years.

®
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Q Were you connected with the development of this pool
practically from its inception to the present time?

A That is correct, from about the second well completed
in the pool to the present.

Q Have you had actual field experience in this connection?v

A Yes, I have.

Q Have you had anything to do with the pressure main-
tenance program which is being conducted by Caulkins 0il Company
and was conducted by its predecessor in thls pool?

A Yes, I have. I handled what was involved in the
initial engineering, have followed it to the present time.

MR. KELLAHIN: We submit the qualifications of this
wltness.
MR, UTZ2: He is qualified to testify in this case.

Q Referring to what has been marked Exhibit No. 1, Mr.
Holland, would you identify that exhibit and state how it was
prepared? |

A Exhibit 1 is a structure contour map on the top of
the Tocito sand. The map was prepared under my supervision by
an examination of electric logs.

8] In connection with the picking of the top of the Tocito
sands, Mr. Holland, is there a well defined electric log marker
which can be pickeq for the purpose of identifying the top of

the sand?

A Yes, there is. By correlation of logs, I experienced

®
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no difficulty in pidking the top of the sand. There is also
above the sand there about 50 feet or so there is a conductive
member in the Maucas shale that can be traced out throughout

a very broad area.

Q Is that marker uniformly 50 feet above the Tocito?

A It varies just slightly, not a great deal, so that
the sand can be easily identified. In connection with this
contour map, we have had contours on the Tocito production
for a number of years. At the time that the Compass!' first
producing well that they had located in Section 3 was
drilled we compared this log with the logs of our Tocito wells,
extended our contour map over to the area and this, to our way
of thinking, was just an extension of our Tocito sand and
extension of the South Blanco-Tocito gas cap.

o] Do you agree with the testimony of Mr. Farrelly to
the effect that the Compass wells, which are the subject of
this hearing, are located higher on the sfructure than the
South Blanco-Tocito wells in the original portion of the pool?

A This exhibit brings that out., It illustrates that
they are located at a higher structural level. To us it just
appears a continuation of the present contour pattern over in
the Tocito 0Oil Pool Area.

Q Do you have anything further to add in connection
with this particular exhibit?

A No, sir, T do not,
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A Now, have you had prepared a cross section showing
some of the wells involved in this hearing? I am now referring
to what has been marked Caulkins Exhibit No. 2, would you identify
that exhibit and state what is shown thereon?

A Exhibit 2 1s a comparison of the electric logs of the
Compass Federal Lindrith 1-3, the Caulkins T-123, Caulkins T-129.
The red line on the cross section indicates that conductive
member that I mentioned, that is traceable throughout a wide
area. There are also other points on these logs. You can look
at them and practically lay one log right on top of the other.
The upper resistive members, there is very good correlation
across the area. And I would particularly like to point out
the Tocito sand indicated in general on the Caulkins T-123, as
compared to the Tocito sand indicated in general on the Compass
Federal Lindrith 1-3. They are both almost exactly 50 feet below
this conductive member. They look practically exactly alike on
the logs except for perhaps a few feet of-thickness. I would
like to point out that our T-123 well was a gas well. It is
located in the gas cap to the Tocito Reservoir. To us, it just
looks like the sand extends over into the Compass area and they
-are producing from this Tocito gas cap.

A Would you locate the T-123 well you referred to as
being gas well located in the gas cap?

A T-123 northeast quarter, Section 7, 25 North, 6 West.

The Compass Federal Lindrith 1-3 is located in the southwest

®
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gquarter of Séction 3, Township 26 North, Range 7 West. And the
T-129 is located iﬁ the northwest quarter of Section 9, Township
26 North, Range & West.

Q T-123 you indicated was a gas well which was located in
the gas cap in the Tocito Pool, 1s that correct?

A That 1s correct.

0 It was a gas well when originally completed?

A Yes, 1t was. I don't have the initial potential. As I
remember, it was 4 to 5 miliion cubic feet. It was an excellent
gas well.

o] That is the same well that Mr. Farrelly referred to
now as being an injection well?

A It is a water injectlon well.

Q And while we are on the subject, it might help if we

discussed the T-111 in Section 6. Is that the correct number of

that well?

A Yes, that is correct.
Q What is the situation in regard to that well?
A It is also a gas injection well--I mean a water

injection well.

Q And was it completed as an oil well?
A It was a very high ratio oil well.
Q Do you recall what the ratios on that well were before

it was converted te water injection?
A I don't recall exactly. It was a very high ratio

well. As a guess, I would say in eXcess of 25,000 to 1.

®
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G Is it your practice to produce n the South Blanco-
Tocito Pool Gas Wells, which are in the gas cap of the pressure

maintenance project?

A We have never produced T-123.

e You never produced it?

A It was a shutin well.

C And wnen a well represents a high gas-oil ratio, what

do you do with it in this pool?

A Well, we have produced and are producing in wells in
excess of 2,000 to 1 limits. We were regulated by the Commission.
We are under a gas-oil ratio limitation.

- Now, getting back to our Exhibit No. 2, Mr. Holland,
would you say tnat this exhibit reflects a uniform sand\member
going across the area covered by this cross section?

A We think so. There are such good correlation in the
experience that I have had in this and other areas, correlating
electric logs, I don't believe I have ever worked with an area
that correlated as well as this one.

G You heard the testimony of Mr. Farrelly in regard to
the conclusion he reached that you would expect to find corre-
lation between Gallup sand mempers, although they may not be

connected? Did you hear that testimony?

A Are you in agreement with that conclusion in this area?

A In this area, I very definitely think the Compass
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wells are cohnected to the South Blanco-Tocito reservolr.

Q In your experience with the South Biénco-Tocito
reservoir, have you ever found a situation such as he has
described, where there is the intersection connection between
the areas, as closely located as these two are?

A Not to my knowledge.

e Have you anything further to add in connection with
Exhibit No. 2?

A I have nothing further.

Q Referring to what has been marked Caulkins Exhioit
No. 3, would you identify that exhiblt and state what is shown
thereon?

A Exhibit No. 3 is an electric log cross section of the
Compass Northwest Lindrith 2-4, the Compass Northwest Lindrith
1-4, and the Compass Federal Lindrith 1-3. And this exhibit
is intended to show that the three wells are producing from a
common source of supply. I think if you éxamine the exhibit,
you will find that the Tocito sand is a little lower in the
Maucas shale section for the 2-4 well as compared to the 1-3,
the 1-4 Tocito sand. It is lower in the Maucas shale section
again when compared with Federal Lindrith 1-3.

Q Have you examined the log on the E1l Paso NCRA No. 1
Well?

A Yes, I have examined that log.

Q Do you have a copy of that jog here?
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A I have a copy of it with me. And in this connection,
I cannot understand the reason for making a division of the sand
that was made in the Compass Exhibit No. 3, I believe it is.

Q Number 3?

A Number 3. I think in correlating, if you will use,
especially if you will use one of the other wells, one of the otheﬂ
Compass wells, say the Northwest Lindrith 2-4, that you find that
sand section correlates with the lower member of the El1 Paso
NCRA No. 1 Well and that there would be no way other than to
connect these sand thickness lines.

Q Mr. Holland, would you step over to the Examiner and
point out to him the correlation you were referring to?

A I will., I want to show on their Exhibit 3 where they
have discontinued there sand isopach lines, saying that there
was no sand in the well. This iIs the well that avoided or
separated the area. This is the log of the well, the El Paso
Gas Products NCRA-1. I would 1like to shoﬁ you how it correlates
with one of the other Compass wells. Here is the same little |
conductive member that you can trace throughout the area. If
you line it up with the conducting member there, there is nd
question that they are the same. This sand correlates exactly
with that sand. So my contention is that isopach map should have

been continuous.

CROSS EXAMINATION

BY MR, UTZ:
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Q Is this .the log that is shown on Exhibit 3?

A Yes, sir.

Q This 1s the member here, right here, that they are
showing on their Exhibit 3?

A That is right. The producing section 1ﬁ their wells to
the west 1s lower in the Maucas shale and correlates almost
exactly with the sand section in this E1 Paso Well. So to my
way of thinking, there was no reason to subdivide that isopach
map in the manner i1t was presented.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

Q I hand you what has been marked as Caulkins Exhibit No.

4 and ask you if that is the log of the E1l Paso NCRA Well No. 1

to which you have been referring?

A Yes, sir, that 1s the log that I have been using as a

comparison.
Q Now, Mr. Holland, you heard the testimony of Mr. Farrelly
in conciusion, stating that there is no reservoir connection be-
cause the sand does not exist between the South Blanco-Tocito Pool
and the Compass Wells. Do you agree with that conclusion?
A No, I do not. I think that although there are no
wells drilled in the 1lnterval between Caulkins T-123 that there

1s such good log correlation over that area that is one and

the same sand member.

Q Now, assuming that it 1s one and the same sand

member, Mr. Holland, and since it is higher on the structure,
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would you expect to find a gas cap in the area of the Compass
well?
A Yes, we would. The only gas well completed as such

in the Tocito reservoir is the highest well that we drilled.

Q Which was?

A T-123.

e And you do not produce that as a gas well?

A We are using 1t as a water injection well.

A Now, assuming that this connection exists, which you

have stated, would production of the Compass wells, as gas wells,
have any adverse effect upon the pressure maintenance program
being conducted by Caulkins 0il Company 1in the South Blanco-
Tocito Pool?

A Any well that is allowed to produce unrestricted in
gas cap will affect an oil reservoir, irregardless of whether
you are injecting water or producing under a gas cap expansion
drive,

c An adverse effect would exist whether you have pressure
maintenance program or not, is that correct?

A That is correct. Our opinion and recommendation is
that they should be regulated.

Q Should they be regulated under the rules of South
Blanco-Tocito Pool?

A We believe they should, yes, sir.

Q Now, these wells are removed at some distance from

®
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your nearest-injection and producing wells, isn't that correct?

A Thét is correct.

Q Based on your experience with the South Blanco-Tocito
Pool and your familiarity of the producing characteristics of
that pool, would the production of the Compass wells have an
adverse effect on your pressure mailntenance program?

A They would have, unrestricted production would decrease
our ultimate oil recovery.

] In your opinion that communication across that area
which would affect you?

A I believe so, yes.

0 Do you have anything further to add to your testimony?

A No, sir.

o] Were Exhibits 1 through 4 prepared by you or under
your supervision?

A They were prepared under my supervision.

MR. KELLAHIN: At this time I would like to offer in
evidence Exhibits 1 through 4.
MR. UTZ: Without objection, Exhibits 1 through 4

will be entered into the record of this case.

RECROSS EXAMINATION

BY MR. UTZ:
Q Mr. Holland, what is the gravity of fluid producing
in South Blanco-Tocito Pool?

A That gravity ranges from 42 to 45 API.

®
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your nearest-injection and producing wells, isn't that correct?

A That 1s correct.

Q Based on your experience with the South Blanco-Tocito
Pool and your familiarity of the producing characteristics of
that pool, would the prgduction of ?he Compass wells have an
adverse effect on your pféssure maintenance program?

A They would have, unrestricted production would decrease
our ultimate oil recovery.

Q In your opinion that communication across that area
which would affect you?

A I believe so, yes.

A Do you have anything further to add to your testimony?

A No, sir.

o Were Exhibits 1 through 4 prepared by you or under
your supervision?

A They were prepared under my supervision.

MR. KELLAHIN: At this time I would like to offer in
evidence Exhibits 1 through 4.
MR, UTZ: Without objection, Exhibits 1 through 4

will be entered into the record of this case.

RECROSS EXAMINATION

BY MR. UTZ:
Q Mr. Holland, what is the gravity of fluid producing
in South Blanco-Tocito Pool?

A That gravity ranges from 42 to 45 API.

®
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0 And the fluid in the Compass area was testified to as 491%

A Let me elaborate a little on our gravities in producing
T-123~--1 am recalling from memory--but the liquid from that was
nearly white and as in many of our wells, 1t was a gas cap encroach-

ment the gravity would increase. I have no figures to show you buf§

<

I know that to be a fact. And if we had produced that well T-123,
our gravity would have been well above 42 to 45 range that I gave
you.
1] T-123 was the only gas well that you drilled on the
west side?
A We drilled there and quit, yes, sir.
MR. UTZ2: Any other questions of this witness?
MR. STOCKMAR: Yes, I have, Mr. Examiner.

BY MR. STOCKMAR:

A} Mr. Holland, referring to your Exhibit 3, you have
colored in green certain parts of the log there. Would you tell
me what the significance of that 1is?

A What I colored is just a portion of the resistivity
curve on the electric log.

Al What is the significance of coloring just a portion of it¢

A I colored it principally for identification.

] You seem to have colored only the resistivity above

a certain point. What point is that? There is a legend on top

of Exhibit 3 here?

A I colored, I believe, above the 50 ohm line
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Al We refer to your Exhibit No. 4, which i1s the log then
of NCRA well and refer to the part which you have identified as
being the same sand, does any part of that kick on the curve
there exceed 50 ohms?

A Well, it looks like at one point it is a little over
50, but not very much.

Q Would you identify for me the place on the log we are
talking about?

A This 1is 1t right there. That looks like it is Just
parely over the 50 line.

) It looks like it just touches on it, maybe a line
vossibly penetrates i1t, is that the one?

A This is the one right here.

&

Would you identify the depth measurement of that,

please?

A That logs about 6045.

0 65645, And what does the wiggle.on the right-hand side
of the curve mean on a log of this kind?

A That is a resistivity measurement.

Q What does that tell you about the formation that you
have penetrated and logged?

A I is simply an electrical measurement. In some cases
1t would indicate o0il or hydrocarbon production. You would say

hydrocarbon fluids were present which would influence resistivity.

o] It measures some kind of fluid in the formation, is

®
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that 1¢?

A It measures similar resistivity.

Q Then the avsence of resistivity would indicate no
filuid present?

A I didn't say that. I said you could--in areas you can
use resistivity as a correlation measure. By that, I mean if
you measure an oil and gas zone or log an oil and gas zone,
such as Tocito, you actually produce hydrocarbon fluid from it.
You measure the resistivity of an offset well or well in the
area, the resistivity then is a guide in helping you correlate
and possibly an indicator of whether it would be on hydrocarbon
productivity.

Q Don't resistivities in some way measure the porosity
of sand or rock, whatever it is you have encountered?

A I have never used it as such, no, sir.

8} Well, doesn't the resistivity measure some of the
ability of the rock to pass the electiric current?

A It is a resistivity of the rock, nothing else.

»
A

£ has nothing to do with the fluid that might or
might notv pe in the rock, is that correct?

A Well, I don't think, from resistivity, you can
positively say what type of fluid is there.

c, I didn't ask tnat. Can we fairly state that the lower

the resistivity, The lower the porosity of the rock?

L No, T don't think that is true at all.
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o] Well, it it true, Mr. Holland, that the maximum
resistivity én this seems to be the cutoff point that you have
used on your exhibit for coloring in green the kind of
resistivity there?

A I could just as well have colored the other side of
the log, the SP which is indicative of porosity.

o) You have talked about the Tocito sand, what do you
mean when you say "sand"?

A Well, Tocito sand stone 1s the formation that we are

producing from and in South Blanco-Tocito Pool.

Q Is this a member of the Gallup formation?
A It is a sand member in the Maucas shale section.
@ Is it fairly uniform over wide areas? Does it extend

in all parts of the basin here? Is it limited or its lensing

or what?

A The o0il productive portion of it is there on the map
you have. |

] I am just talking about the member, whatever it is,

is it a proad blanket like thing of some kind?

A No, not necessarily. This essentially covers the
Tocito sand section.

0 Well, it 1s not a broad blanket of some kind then?
Does it occur in lenses or pods of some Xind?

A It is a sand lens.

Q Are thepe many of these in the general vicinity af

®
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the two or three counties hefe?

A Whét do you mean "many'"?

0 I mean a number of pods of sand that have been lenses
of sand that have been encountered.

A Throughout the San Juan Basin there are several
producing sands in the Maucas shale section.

] And each of those others, except the ones we are
talking about here, haye been found to be separate sources of
supply?

A Those that I know of, there is no way of correlating
with the Tocito sand here, as compared to correlating the
Compass wells with the Tocito oil wells.

Q Is 1t a possipvility, Mr. Holland, that we do have
TtWwo separate lenses here?

A I don't think we do, no, sir.

Q@ Do you have any control whatsoever for tying, for
showing that there is a continuity across-this three-mile distance
here?

A The exhibit that we have presented.

G Is it your testimony that the drilling of any well
in between these two areas should be productive of gas?

A It is.

e Do I infgr then that the El‘Paso Natural Gas NCRA
No. 1 should have been completed as a gas well?

A Whether it should or shouldn't, I don't think is

Y
4

)
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pertinent. E1 Paso owns the well, they elected not to complete
it as a gas well.

G, Does every place on this Exhlibit No. 1, where you
have shown Tocito sand development, snould that be productive
of oil or gas?

A Getting back to this NCRA well, I think it would Dbe
oroductive. I don't know now good a gas well 1t would be, but

I think it would be productive of gas.

s} Is it possible that it also may be productive of o0il?
A T would predict gas production.
G It 1s not on strike practically according to the

Applicant's Exhibit No. 1, with some o0il wells that--

A The Tocito sand in that well is some 50 feet higher
and continuous to our way of thinking, as compared to gas well
we completed in the gas cap; based on that, I think it would
produce gas.

o] What 1is it that defines the productive 1imits of the
Tocito Pool, as you nave worked on it these ten years?

A The sand essentially disappears updip. Downdip i<
seems to0 graduate grade into lower and lower permeability. We
have some wells in which he has indicated some 20 feet of sand.
We got a few barrels of oil out of. He assigned gross pay to
themnm.

A} I think he might have testiflied it was gross sand,

not grass pay, Mr., Holland. Did you hear the festimony that

®
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the formation there became siltstone? Do you agree with that?

A Well, in the course that we took in the area, I don't
recall siltstone in comparable sections I have made across here.

4 Whatever, it was found that the low permeability would
not give up oil and gas, 1s that correct?

A As you move downdips, some wells, I guess that is what
is defined as the reservoir downdip.

4 Why is 1t impossible then that the same condition
could not exist to the wells as you leave the Tocito Pool?

A Well, our exhibit indicates that there is a permeable
Tocito sand that extends from the western producing portion of
our reservoir to the Compass gas cap area.

Q Well, is this whole project of yours that this is
all permeable sand, based on your study 1 log, which is your
Exhibit No. 42

MR. KELLAHIN: I obJject to the gquestion. We have
three exhibilts showing logs which have beén examined and
correlated and certainly the witness didn't testify to any such
thing that he based it on one log.

MR. STOCKMAR: Well, he can say no.

A t is based on the exhibits of which there are four or
five different logs and correlated with other logs in our area.

8] Is there any correlation on what you have called

Exhibit No. 3? These seem to be all Compass Wells. That doesn't

_show any correlation with the Field Tocito Pool, does it?

®
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A It shows that it 1é a common resérvoir between the 3
Compass wellé. It shows that comparison of thé El Paso Well,
NCRA Well that we have been talking about correlates with the
3 Compass Wells, more specifically with some of the wells with
the sand member a little lower in the section, that 1s what the
exhibit shows.

Q Mr. Holland, you testified that the production of
some reasonable amount‘of gas from the so-called Compass area
would have an adversed effect on your pressure maintenance
program. Would you develop that a little more, if you will?
Just how could this happen?

A Broadly, my baslc belief and it is the belief of a
number of Conservation Commissions that gas production from a
gas cap should be regulated. I recommend it and I subscribe
to it.

Q Let's assume for a moment that there is some connec-
tion across here. What would be the engiﬁeering route of some
production from the gas wells that Compass has?

A In what way do you mean? You mean the loss of
ultimate oill recovery?

A} This 1s what I am trying to get at. You have testifiled
that it has an adverse effect and I want to find out why you
think so?

A Well, any depletion of energy in a reservoir in a

gas cap area would affect the oil portion of the reservoilr.

~

N, 4
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Q Have you made any éalculations as to how much pressure
decline or how much withdrawal that the CompaSs areas might have
to result before these wells could have any affect whatsoever,

a distance of three miles away?

A Well, I think that any production would affect the
area. I don't subscribe to shutting the wells in. I don't
believe that is the correct approach. I recommend and subscribe
to the idea of regulation.

Q You have followed the secondary recovery, the program
of the Toclto Field for many years. What 1s your estimate of
the time in which that program will be completed?

A I have made no estimate.

4] Have you testified in previous hearings on this
particular matter?

A As far as the time element 1s concerned, I don't
believe I have.

Q Do you have any rough estimates‘or are we talking
about two years or ten years or fifty years?

A I don't know.

Q Have you made any economic projections of any kind
with respect to the secondary recovery mechanism?

A I have made reserve calculations. It is a continuing

study.

Q Have you made any calculations with respect to elements

of recovery you hope tao obtain?

&
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A Yes, we have and it has been presented in other hearings|
Q Assuming, Mr. Holland, that the recovery program will
be completed in, say, three years, what possible effect would

some production of the Compass wells have on that program?

A You mean now?

Q Yes, sir, or three years from now.

A Its unrestricted production would affect ultimate oil
recovery.

Q Are you saying that within a three-year period the
Compass wells would have created a drainage pattern of some
kind that would reach 3% or 4 miles?

A What kind of production are you talking about?
Unrestricted?

4] Say unrestricted production to pipeline--restrictions
of some kind.

A | I testified several times, about three times that is
what I believe.

Q Is that equivalent to testifying Compass wells will
drain 2 or 3 or 4 millidarcies in a three-year period?

A I think the situation here isn't any different than
any other oil field in the State of New Mexico. Wells producing
from a gas cap should be regulated, that is the basic con-

servation procedure.

Q Can we agree, Mr. Holland, fhat the pressure is no

&
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wells than it is at the Tocito Pool?
MR. KELLAHIN: If the Commission please, there is no
testimony before the Commission on pressures at the present time.
MR. UTZ: Objection is sustained. I don't believe
there is any testimony as to pressures in any of these wells.

e Mr. Holland, I think it has been testified that what
you have ldentified as the T-123 Well and the T-11 Well are now
water injection wells?

A That is correct.

) By the injection of water into the wells is there not
a barrier being put up between the o0il part of the field and
this alleged gas cap?

A Irregardless of water injection, I recommend and
believe that gas wells and gas cap of a reservoir should be
regulated. It is a practice in other oil and gas pools, it
should be the practice here.

Q Well, is that a regulation because of some waste of
0il that might arise through those well bores or some conservation
of energy concept?

A It 1s vasically, I believe, an ultimate 01l recovery
conservation procedure.

G Is it your opinion that the owner of the gas cap
should be entitled to some fair recovery of tThe gas under the
gas cap?

A T have already testified that I didn't think that it

®
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was rignt to shut{ those wells in. I think they should be
regulated.
A] What kind of regulation do you think is reasonable?
A The South Blanco-Tocito Pool Field Rules.

Do not those rules presently apply to oil wells only?

O

MR. KELLAHIN: If the Commission please, I believe
the rules speak for themselves. He is just belaboring this point.
MR, UTZ: Ob ection sustained. I believe that is true.
Soutn Blanco-Tocito rules have been in effect several years and
gas is regulated as a matter of information to counsel.
MR. STOCKMAR: I don't think I have any more questions,
IMr. Examiner.
BY MR. UTZ:
‘Q Mr. Holland, do you have any pressure information on
your pool?
A Yes, sir, we do have,.
A} Do you have any pressure Information on some specific
wells, say, those wells tnat are nearest to the Compass area?
A Those two wells are water injectvion wells. The
closest wells, we have not measured pressures on those. I can
tell you on the injecvion wells and in the water injection

area, we have pressures on from 2300 to 2500 pounds.

s Is this your face pressure?
A No, these are vottom hole. Our producing oil wells

Iweigh from the water injection wells in the pange of 1000 pounds.
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Q What datum would that be?

A Minus 100.

& The range of 1000 pound bottom hole. You havg no
pressures on the Compass areas?

A T nhave none. 1L have seen face pressures.

I'R. UTZ: Does consolidated on Compass have any
pressure sub-surface pressures in your area?

MR. STOCKIMAR: I believe some surface pressures. Do
you want to put those in the record? I think we can stipulate
as to what they are, not necessarily as having any vearing on
precise bottom hole Dressure however.

o (By Mr. Utz) HMr. Holland, what is the GOR limitation
on gas wells n your area?

A 2000 to 1.

o And what 1s top allowable for Tocito?

M

A I think it has been running about 135 barrels a day,
something like that. Depth break of 1.33. It is 80-acre factor
which would be 2.77 depth factor. 135 or 140 barrels a day,
I believe, is the--

Q But you give the gas well a 1little less than 300,000--
roughly, 230,000 a day on an 30-acre tract?

A Yes, sir.

BY CARL SPANN:

G Mr., Holland, I would 1like to request one question

Do—rou now—of other areas-—in-the San Juan Raqin) other
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than The S5South Blanco Field, wherein the Gallup formation gas
is found associated with oil?

A I know there are areas. 1 believe the Escrito area
s one. I haven't followed; I haven't correlated logs; I know
nothing avbout iwv.
@

o

This is not an uncommon situation you find nhere?

A No, I don't think so. And in the best tie area there
is some we have no production in by tie so I am not qualified to
be specific.

MR. SPANN: That is all.

BY P, T. MC GRATH:

A] Mr. Holland, if the Commission would grant Compass
permission to produce these wells, these three gas wells, could
you tell within a reasonable length of {ime the reaction of

pressure maintenance program, whether there was Iinterference

or noc?
A Unless we shut the water injection down, I doubt it.
) Just wondered if there was some way we could prove it,

one way or the other. We can prove it on the vaking of bottom

hole pressure, if connected with the pressure maintenance

prograrl, 1t is going to maintalin the pressure on these wells?
A I don't Think we could discontinue injecting water

in over a period of several years,
MR. UTZ: Any other questions?

MR, STOCKMAR: Mr, Examiner, if T could suggest a very
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shoft recess, I think we couid shorten down the rebuttal.

MR; UTZ: I have ore more question and we will have a
recess.

MR. STOCKMAR: Yes, sir.
BY MR, UTZ:

Q I would like to get back to interpretation of the

resistivity side of your electric log. Mr. Holland, you maintained
that this side of the log measured resistivity in the formation.

Now, what is there in the formation that would change resistivity

measurement?

A Water within a formation would reduce resistivity
measurement.

o Any reason why that water would be there? Porosity

have anything to do with the amount of water and amount of
resistivity in the formation?

A A I think to a limited degree. Probably permeability
has perhaps a little more. These are freéh waters in these
sands so the resistivity analysis I have used 1s simply a
correlation, Jjust showing that it identifies sand members
across the field.

‘Q In a general way, would you say that the more porosity
and sand stone, the farther to the right the resistivity curve
would fall?

A The higher the porosity?

Q Yes,
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A It would depend.
Q Even in the absence of liquid?
A I don't know. I simply don't know.

MR. UTZ2: Are there any other questions? We wlll take

a 15-minute recess.
AFTER RECESS
MR. STOCKMAR: I would like to recall Mr. Farrelly for
a question or two on rgdirect examination.

PETER J. FARRELLY

a Witness, was recalled, examined, and testified as follows:

REDIRECT EXAMINATION

BY MR. STOCKMAR:

Q Mr. Farrelly, would you compare for us the NCRA No. 1
Well log characteristics with those of producing wells in this
vicinity?

A I think that actually there isn't any producing well
in either our area or the South Blanco-Toéito area that has a
like log characteristic. I won't disagree with Mr. Holland.
In fact, I will more than agree to the effect that you can
correlate through this. These correlations don't necessarily
represent the presence of sand which would have been able to
compose an isopach which composed a four township area which
correlated something all the way through to see something was
or was not present. The correlation exists as you get outside

of this area. As you approach the limits of either one of these

PN
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Gallup is this way in nature in all fields, that you go into

reservoirs, you are going to get in tighter silter sands. The

siltstone before you in essence shale out. I think perhaps that
happens in the NCRA Well. I don't think it is prpducible. If
you were going to say it was in a producible state, the fact you
could frac Gallup shale any place. t would produce something too|
I don't doubt that a bit. It is completely beyond the realm of
completion to complete it. And I definitely feel that it does
make a block over there and does represent a Zero sand.
Q It 1s your opinion then that there are two separate
sources of supply involved here?
A Yes, sir, it is.
MR. STOCKMAR: That 1s the end of redirect examination
for this witness. We do want to put on some pressure data.
MR, UTZ: The other witness will give the pressure data?
MR. STOCKMAR: Yes, sir.

RECROSS EXAMINATION

BY MR. UTZ:

Q Since I inquired into the interpretation of the
resistivity curve with Mr. Holland, I will do the same with you.
What is your interpretation of what the resistivity curve
actually shows you in the formation?

A Resistiv;ty curve means everything. If will measure

in part the fluid, the actual rock resistivity. Actually, in

utilizing with other logs on calculations on log basis porosity,

-~
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you can arrive--it can apply as one of thevfactors in your cal-
_cﬁlations. I will not agree with the fact that you can have a
lot of porosity and have a high resistivity, and because a lot of
porosity fields with gas, which normally gives a high resistivity,
it does measure hydrocarbons in an indirect sense. In that
respect, you can in essence have a low resistivity and it can be
either salt water or oil and it does definitely measure fluids
in that respect or it can also be just shaley.

G It wouldn't necessarily read porosity?

A It doesn't read porosity directly at all, Mr. Utz.

MR. UTZ: Any other guestions of this witness?

BY MR. KELLAHIN:

& Mr. Farrelly, you heard Mr. Holland's testimony that he
has never found any siltstone in the Tocito formation, did you
not?

A _ Yes, sir, I did.

8] Have you ever examined any course in the Tocito?

A In the Tocito, no, sir, I have not.
€ You don't know whether there is any siltstone in there

or not, do you?
A I think I can say in the regional Tocito and Gallup

that probably facie out into the siltstone.

Q Have you yourself ever found any siltstone in the
Tocito?
A No, sir, T have not in core examination.

®
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"G If there isn't any siltstone in the El Paso Well, then
‘wouldn't that log then indicate porosity?

A No, sir, I do not feel that log indicates porosity at
all. I don't think it shows siltstone. I do fee; my inter-
pretation, on the basis of the log characteristics, as opposed
to log characteristics of the immediate surrounding area, shows
thére is a difference of rock type. I can correlate the rock
types through both, as Mr. Holland polnted out, the upper and
lower sands. I think the difference in the rock type has the

affect on log characteristic.

Q What difference would there be if there were no
siltstone?

A I would interpret 1t being siltstone.

Q You have not examined any cores and Mr. Holland

testified he has examined cores, has tesftified there is no
siltstone. For the purposes of this question, will you assunme

there is no siltstone, then what on the log indicates?

A Let's say a very shaley sand then.
Q What does the S-P curve indicate?
A I think originally any calculations that Schlumbeyer

put out permeability wise in essence have been more and more
utilized as a correlative device, I think 1n cases it can be
interpreted as indicating a cleanness of something, with a

cleanness of the sand, whether it does have any shale particles

~
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fluid content at times too. VI have seen areas where the SP, not
‘this particular area, signifies oll-water contact, through an oil-
water contact, see a change in the SP. It is a very qualitative,
not a very quantitative thing at all.

Q It would indicate porosity development if it indicates
fluid, wouldn't it?

A It wouldn't definitely, no. El Royden Schlumberger, I

think, is the man who started kicking the thing out.

o] Well, in sandstone, doesn't the SP Curve indicate
porosity?
A Not necessarily, no, sir. 1 could have a tight sand

with a very good SP kick.
MR. KELLAHIN: That is all.
BY MR, UTZ:
Q That is not the rule, however, is it, that you have
a tight sand and have a good SP kick?
A I doubt if that is the exact ruie, but 1t does occur,.
MR. UTZ: Any other questions of this witness? Witness
may be excused.

THOMAS A. DUGAN

A Witness, called by the 01l Conservation Commission, having been
first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. STOCKMAR:

| R Mr. Dugan, vou have bpeen sworn?
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A Yes.

Al Will you state your name, address, and occupation for

the record?

Jiy Thomas A. Dugan, 1007 North Dustin Avenue, Farmington,

New Mexico, Consulting Petroleum Engineer.

8 Have you previously testified before the New Mexico

Qi1 Conservation Commission?

iy Yes.

MR. UlZ: His qualifications are acceptable.

MR. STOCKMAR: Thank you, sir.

) Mr. Dugan, did you not hear the interpretation of the

other witnesses and their testimony here?
A Yes, sir.
nole npressures?

A Yes, sir.

Q Did you hear Mr. Utz' question with respect to bottom

G Do you have some knowledge with resvect (o the Compass

wells and the oressure data?

A Compass nas not taken any bottom hole pressure deter-

minations with a bottom hole pressure bomb; however, recently

I have made some bottom hole pressure calculations from surface

pressures.

of wvour calculatcions were?

8] Would you continue and tell FMr. Utz what

the results

4 Well, the pressure in the Compass area,as bottom hole
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pressure in the Compass area, 1s a minimum of 1950 pounds.
BY MR. UTZ:

Q Bottom hole at what depth?

A Well, at a minus 100 datum.

) Calculating 1950 pounds at minus 100 datum, did you
consider gravity of the fluid?

A The gravity of the gas.

A} Consider any fluid in the bottom of the hole.

A No, sir, I did not, but I am certain that there was
fluid in bottom of the hole, that is why I said it was minimum
of 1950 pounds.

o And what was the relative surface pressures?

A 1600 pounds. They varied.

Q How much did they vary?

A I calculated one on the Federal 1-3 from shutin, indi-
cating pressure measured September the 3rd, 1962, of 1549 on it.

BY MR. STOCKMAR:

Q Which well was that, Lindrith PFederal 1-3°?

A That is PSIG. On the Lindrith Federal 1-4, measured
October the 28th, 1962, by dead weight gage, of 1603 PSIG and
then a pressure on the Lindrith Federal 2-4, measured 12-1-62,
of 1543 PSIG.

MR. UTZ:V Any other questions of this witness?

MR. STOCKMAR: VYes, I still have some more of him still

in the nature of rebuttal, He is still on his direct examination.

®
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BY MR. STOCKMAR:

e Mr. Dugan, I think you just stated that these minium
or conservative figures--as an engineer, is there any indication
to you from this data which necessarily requires you to assume
a connection befween these two areas? Did I make myself clear?

A No, you didn't.

G You have obtained some kind of calculated bottom hole

pressures for the three Compass wells?

e Based on the other data, as a Petroleum Engineer, can
you make any conclusion as to whether or not these wells are
connected to the Tocito Pool?

A From that data, I can make no conclusion one way or
the other from the information I have available, strictly by
bottom hole pressures; however, considering all the other aspects,
I believe they are separated.

Al Have you had occasion to study some of the physical
rights to the Tocito Pool secondary recovery program?

A Yes.

e Have you been able to make some estimates of the time
within which that program might be concluded?

A Well, looking over thelr production figures and the
way some of their welils are watering out, it would appear to me
that their secondary recovery program would be completed within

the next three or four vears.
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C: Could the production of a substantial quantity of gas
from the Compass wells have any effect upon the Tocito Pool, even
if we assume it 1is connected, until such time as the bottom hole
pressure in the Compass wells was below that of the Tocito Pool?

A I don't see how the Compass area could affect the South
Blanco-Tocito even if 1t was connected until the Compass areas
bottom hole pressure 1is lower than the South Blanco-Tocito
pressure.

- Did you hear Mr. Holland®s testimony in which he spoke
of unrestricted production?

A Yes.

¢ To your knowledge, is there any unrestricted production
of gas anywhere in the State of New Mexico?

A Not in the San Juan Basin.

~ Mr. Dugan, if there is any impact of the Compass wells
on the Tocito Pool, there must be quite a substantial drainage
radius involved in the Compass wells. Do you have any comments
with respect to that from your knowledge of the reservoir?

A Well, I am afraid that the Compass wells are not capable
of draining a radius of three miles, although they are good wells.

€ You say you are afraid they are or are not capable of
draining?

A I will say this. I am sure they are not capable of
draining a radius of three miles.

C Is it possible, Mr. Dugan, that if there is some con-

®
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nection betweéen these pools that the production from the Compass
wells could have any effect within a year or two years or three

years that might be measured?

A This 1s assuming that there is a connecpion?
Q Assuming that there is a connection, yes, sir.
A Well, as I stated before, I don't believe that we can

affect the South Blanco-Tocito area until the Compass bottom hole
pressure is lower than the South Blanco-Tocito area bottom hole
pressure, and depending on the rate of withdrawal, but by the gas
takes there in the San Juan Basin, I would anticipate this to be
quite some time, probably in the neighborhood of five years or
more .

MR. STOCKMAR: I think that is all the questions on
direct that I have.

MR. UTZ2: Are there any other questions of this witness?

CROSS EXAMINATION

BY MR. KELLAHIN:

Q Mr. Dugan, you said in your opinion the production
from the Compass wells would not affect the South Blanco-Tocito
Pool, assuming a connection of‘course, if the pressures were
lower than those of the South Blanco-Tocito?

A Yes, sir.

Q Have yourtaken into consideration that there are two
injection wells which would substantially affect the pressures

in both directions®?

®
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A Assuming a connection?

e Yes, slir, assuming a connection.

A Well, the water being injected in these two wells will
naturally take a line of least resistance which is toward the
lower bottom hole pressures of {the South Tocito 0il Pool.

A} Also serve to maintain the pressures in Compass wells,
would fhey not?

A It might be. Now, this is assuming a connection between
the two fields, it will probably act as a temporary block as you
are pointing out.

Q Now, as I understand you testified you could draw in
conciusion based solely upon pressures as 10 whether there was
a connectlon or was not a connection?

A Yes, that is correct.

MR. KELLAHIN: That is all the questions I have.
BY MR. UTZ:
e Mr. Dugan, do you know when South Blianco-Tocito injectior

program was put into effect?

A 1953.

c That 1s closest?

A I am not sure but I think that 1is it.

Q Do you have any knowledge of what the pressures were

at that time?

A I glanced at an exhibit this morning that showed it

to be around 1800 at that time.

®
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Q That is -bottom holé pressures?

A Yes, sir.

Q That would be comparable to pressures you have now
possibly at lower---

A Lower.

e Now, if there were a reasonable connection between this
area and the South Blanco-Tocito area, do you belleve that your
pressures would be as high as they are or would not the South
Blanco-Toclto area drain the pressures down from the Compass
area?

A Well, assuming a connection that was permeable enough
to draln over an area that great, you might assume that they
would be lower than they are now.

Q Do you have any knowledge of what the original pressures
were 1ln South Blanco-Tocito?

A I looked at an exhibit this morning that showed 2200.

Q As bottom hole? \

A Yes, sir.

MR. UTZ: Are there any other questions?

BY MR. KELLAHIN:

Q Do you know what the pressures are now on the west side
of the South Blanco-Tocito Pool closest to the Compass wells?

A Closest po the E1 Paso-Rincon Unit No. 20 1is 1700 plus.

Q And you are figuring 1950 on the Compass?

A As a minimun,

&
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(4] And do you know what pressures would be in the vicinity
lof the injection wells?

A Well, the El Paso-Rincon Unit No. 20 was the highest
pressure reported 1in South Blanco-Tocito. The rest of the

pressures are down in the vicinity of 1000 pounds or lower.

Q I am referring to the injection wells themselves.

A What the bottom hole pressure of the injection wells
would be?

Q Yes, sir. They are the closest wells, aren't they, to

the Compass wells?

A Well, they are not closer than this Rincon Unit No. 20
I don't believe.

&) Did you have anything to do with filing the pressure
of the completion reports with the 0il Conservation on these
wells?

A On Compass?

oD

Yes, sir.

A Not on the Federal 1-4 and 2-4, I might have filed a
couple of reports on the Federal 1-3.

Q Now, what was the measure you gave on surface pressure
you used on the Federal 3-17

A I used the pressure of 1594 PSIG, taking 9326.

Q Do you kqow that the completion report showed the

pressure of 1511 on that well?

A I am ar i '

®
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I pointed out there is a lot of fluld in the wells. The wells
haven't been cleaned up and of course fluld has a big affect on
the pressures.

e You calculated these pressures without consideration
of the fiuid?

A Yes, sir, that is correct.

¢ All of the initial measures as reported to the Commission
are generally lower than those figures you used, isn't that
correct, or do you know?

A I don't know.

Q Would you take it as correct 1f I said that on the
Lindrith No. 1-4 the tubing pressure was 1547, casing pressure

1561, reported to the Commission by Compass on it?

A On which well?
Q 1-4,
A Yes, sir.

] On the 2-4 well, that was taken 10-9-62 the pressures
that you read?

A The pressure taken 10-28-62 following an additional
19-day shutin.

Q Had the well been produced prior to that?

A On completion and testing, yes.

L]

It hadn't been produced in the pipeline, had it?
A No, sir.

Q Now, on the 2-U4 well, Compass reported casing pressure

®
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1520 and tubing pressure 15432

A Yes, that is the pressure I used. That further in-
dicates there 1s water in the well bore.

A Only one well has been produced to any extent?

A Yes, sir, the 1-3, and which is further proof and
indication that the wells haven't been cleaned following fracing
and completion and fluid in the well bore.

MR. KELLAHIN: Thank you.

MR. STOCKMAR: May I ask two questlions on redirect
examination?

MR. UTZ: Yes, sir.

REDIRECT EXAMINATION

BY MR. STOCKMAR:

o) Mr. Dugan, were these wells fraced with o0il?
A All three wells were fraced with oil.
Q I understand from prior testimony that these wells

were also drilled on the Dakota. Was i1t necessary to kill these
wells with water?

A We had to kill the Lindrith Federal 1-4 and Lindrith
Federal 2-4 on completion with water.

e Would either of these things contribute to there being
fluid in the hole when pressures were taken?

A We put several thousand barrels of water into both
wells when we killed them because the formation was taking water

and this water has not been produced back.

®
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MR. STOCKMAR: That 1s all the questions I have, Mr.
Examiner.

RECROSS EXAMINATION

BY MR, UTZ:

Q Mr. Dugan, do you think there 1s any chance that E_
Paso will try fo drill a Gallup well in the four-section area
between the Compass area and the South Blanco-Tocito?

A I wouldn't want to predict what El1 Paso does. This
South Blanco-Tocito has been producing for some time and they
have very nice accumulative production from these wells and T
think I have enough confidence in El Paso to think if they
thought it was productive they would have drilled 1t some ten
years ago.

MR. UTZ: Any other questions? The witness may be
excused. Any other statements in this case?

MR, SPANN: In behalf of El Paso Natural Gas Products
Company, I would like to state we agree with the evidence
presented here by Caulkins and concur in the opinlons and
conclusions that were made by Mr. Holland in regard to this
situation and would join in the recommendations that he made
to the effect that unrestricted production of the Compass wells
should not be allowed in accordance with the applications filed.

MR. STOCKMAR: Mr. Examiner, I think the evidence has
clearly demonstrated, first, that there is no geological connec-

tion between these two pools so that they could be called a
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common source of supoly of the Conservation Act. If that be
your findings, then there also seems to be no alternative except
to identify the new area as a new gas pool and treat it as such
under the law of the State. Even if there should be some geologic
connection, there is no longer a real connection. They are no
longer really a common source of supply in any sense of the word.
One of them 1is definitely an oil pool in the advancedstages of
recovery which has been segregated to a large extent, if not
entirely, from any other part of the formation by a huge water
block of some kind. They are no longer a common source of
supply, even if, one, they might have been geologically con-
nected, it would certainly be awkward and unfair at best to
attempt to bring in tnese wells that are three and a half
niles from any present production; simply because they produce
from comparable sand, tTo apply them to rather complex field
rules that have grown up over the ten-year period to apply to
secondary recovery project. There certainly seems to be no
mechanism for a sharing, as this there be a common pool for
the sharing by the gas people in the proceeds at this time.
They have available energy. They are contributing that energy.
If it is a common reservoir, there are certainly no indication
that they would be recompensed within.

I think I can say that Compass does not wish to simply
particigate in gas storage project here. I think we hear those

words in ofber times and places. Tt is entitled to produce a
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reasonable and fair share of the hydrocarbdns there are. The
present order is primarily for the benefit of the oil production,
and certainly, even if they are found to be the same pool of
substance, revision of field rules would be indicated. The
present limiting oil-gas ratio has true application to these wells]
that oil-gas ratio in Case 100 and 1000. In essence, this pool
simply ought to be treated as what it is, a new gas discovery,
whether or not there would or would not be one on geological
connection. It is as simple as that.

MR. KELLAHIN: I think we have here a situation where
our engineers and our engineering geologists at least meet head
on 1n connection with their 1nterpretation of the situation. The
Compass attorney would seem to ignore the facts that have been
presented in the course of this hearing.

In the first instance, we have a comparable sand, that has
been admitted. We have a situation where you have an oil
reservolir and a discovery called higher oh the structure, the
reservoir being a solution gas drive reservoir. We havé shown
by the evidence that in a comparable position Caulkins has
drilled a gas well. Obviously you would expect to find on a
comparable structural position gas wells drilled by Compass.

Now, To say then that Caulkins has in the course of its pressure
maintenance progra@ injected water which may or may not form some

sort of a barrier between there is to lose sight of the point

that we are dealing with a conservation meagsure here The
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pressure maintenance program was set up by this Commission back
in the early part of the 1550's. The Commission probably has
more information on this reservoir in its files than any other
reservoir in the State of New Mexico.

Our witness has testified, for example, that he has found
no evidence of shale. He has examined cores. Compass' witness
concludes that there is shale in here, although he has never
seen cores, andcores are available. And on that basis, he says
that he has shale in the El Paso Well and therefore no sand
member present there. Obviously that is just a conclusion based
on a lack of information. And the information was available,
was examined by our witness and he concludes on the basis of
the same information, and the information was available too but
not examined by Compass, that there 1s a connection. They admit
they have no control as between the two areas which they would
seek To define as a common source of supply, other than the El
Paso Well. Obviously there is no control simply because there
are no wells drilied in there. But you can follow this across
this formation, across from the east to the west side of the
reservoir some five mlles and it correlates in exactly the same
fashion as it does from Tocito Reservoir, as it was originally
designed to the extension of the reservoir which was so properly
made by the Commission in its nowenclature hearing.

Now, to permit the production of gas from the gas cap in

a solution.gas drive resevvoir, whether it be under pressure
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maintenance or not, 1s a violation of good conservation practice
in, one, that has never been followed by this Commission and we
certainly urge that it not be followed in this case.

MR, STOCKMAR: I think the applicant normally gets the
last word for one minute, does he not, Mr. Examiner?

MR. UTZ: VWe will allow you about 30 seconds.

MR. STOCKMAR: First, I think Mr. Farrelly clearly
indicated that there is adequate control for him. He does not
dispute that the top of something called a Tocito rock may
extend all across there. What he does find and clearly find is
that there is no sand, as such, that could contain a collection
of hydrocarbons that is producible..

I think what strikes me most of all is if we have a field
here that has--on which more information has been developed than
any other field in the State of New Mexico, an cil field which
contains what--0 or 7 square miles--and all this time there has
been a gas cap that also has O or 7 square miles in it. This
would have come to the attention of anybody dealing with this.
It simply 1is too much involived there for this not to be immediatelj
apparent to anyone dealing with our reservoir. I submit tThat it
has never been connected or would have been known long before
this.

MR. UTZ: The case will be taken under advisement.

®
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