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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 

Santa Fe, New Mexico 

8 October 1986 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Zia Energy, Inc. f o r CASE 
a nonstandard gas p r o r a t i o n u n i t , 9002 
unorthodox gas w e l l l o c a t i o n , and 
simultaneous d e d i c a t i o n , Lea County, 
New Mexico. 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : J e f f Taylor 
Legal Counsel to the D i v i s i o n 
O i l Conservation D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 

For the A p p l i c a n t : W. Thomas K e l l a h i n 
Attorney a t Law 
KELLAHIN, KELLAHIN & AUBREY 
P. 0. Box 2265 
Santa Fe, New Mexico 87501 
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I N D E X 

DON BRATTON 

D i r e c t Examination by Mr. K e l l a h i n 4 

Cross Examination by Mr. Stogner 14 

E X H I B I T S 

Zia E x h i b i t One, Map 6 

Zia E x h i b i t Two, P l a t 7 

Zia E x h i b i t Three, St r u c t u r e Map 10 

Zia E x h i b i t Four, Cross Section 11 

Zia E x h i b i t Five, Schematic 12 
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MR. STOGNER: C a l l next Case 

No. 9002. 

MR. TAYLOR: A p p l i c a t i o n of Zio 

Energy, Incorporated, f o r nonstandard gas p r o r a t i o n u n i t , 

unorthodox gas w e l l l o c a t i o n , and simultaneous d e d i c a t i o n , 

Lea County, New Mexico. 

MR. STOGNER: C a l l f o r 

appearances. 

MR. KELLAHIN: I f the Examiner 

please, I am Tom K e l l a h i n of the Santa Fe law f i r m K e l l a h i n 

& K e l l a h i n , appearing on behalf of the a p p l i c a n t , and I have 

one witness t o be sworn. 

MR. STOGNER: Are there any 

other appearances i n t h i s matter? 

W i l l the witness please stand 

and r a i s e your r i g h t hand and be sworn. 

(Witness sworn.) 

MR. STOGNER: Mr. Kellahin? 
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DON BRATTON, 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. B r a t t o n , would you please s t a t e your 

name and occupation? 

A My name i s Don Br a t t o n . I'm a petroleum 

engineer employed by Zia Energy, Incorporated, i n Hobbs, New 

Mexico. 

Q Mr. B r a t t o n , have you p r e v i o u s l y t e s t i ­

f i e d before the O i l Conservation D i v i s i o n as an engineer? 

A I have not. 

Q Would you summarize your educational 

background and t e l l the Examiner when and where you obtained 

your degree and i n what year? 

A I obtained a Bachelor of Science i n i n ­

d u s t r i a l engineering from New Mexico State U n i v e r s i t y i n 

1971. 

Q Subsequent t o graduation have you been 

employed i n the o i l and gas i n d u s t r y as an engineer? 

A Yes, I have. I was employed approximately 

ten years by Gulf E x p l o r a t i o n and Production Company i n West 

Texas, Houston, and New Orleans. Positions included two 
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years as Production Engineer; three years as a Reservoir En­

gineer; one year as a Senior P r o j e c t Engineer i n our head­

quarters i n Houston; 1-1/2 years as an Over-water Production 

Superintendent; one year as an Area Equipment Engineer; 1-

1/2 years as a Area Engineer super v i s i n g a l l engineering 

f u n c t i o n s f o r the Southeastern Offshore D i v i s i o n f o r Gulf i n 

New Orleans. 

Q How long have you been employed as an 

engineer f o r Zia Energy, Inc.? 

A I've been employed by Zia Energy f o r 

approximately one year and two months. 

Q What are your r e s p o n s i b i l i t i e s as an 

engineer f o r t h a t company? 

A My r e s p o n s i b i l i t i e s include a l l 

engineering f u n c t i o n s i n the f i e l d and the o f f i c e , i n c l u d i n g 

data processing and property a c q u i s i t i o n . 

Q Are you a Registered Professional 

Engineer i n any state? 

A I am r e g i s t e r e d i n the State of Texas. 

Q And have you prepared the t e c h n i c a l 

i n f o r m a t i o n upon which t h i s a p p l i c a t i o n i s based? 

A I have. 

MR. KELLAHIN: We tender Mr. 

Bra t t o n as an expert petroleum engineer. 

MR. STOGNER: Mr. Bratton i s so 
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q u a l i f i e d . 

Q Mr. B r a t t o n , l e t me d i r e c t your a t t e n t i o n 

t o what we've marked as E x h i b i t Number One and simply have 

you i d e n t i f y what t h a t e x h i b i t i s and what i n f o r m a t i o n i s 

shown on t h a t e x h i b i t . 

A E x h i b i t Number One i s a map showing the 

e x i s t i n g p r o r a t i o n u n i t o u t l i n e d i n yellow. Also shown on 

the map are a l l w e l l s i n the surrounding area. 

Those w e l l s t h a t are c i r c l e d i n d i c a t e 

Jalmat w e l l s s t h a t have produced as e i t h e r Jalmat o i l or 

Jalmat gas w e l l s . 

Q For purposes of the n o t i c e requirements 

of the D i v i s i o n , what o f f s e t operators have you caused not­

ice of t h i s hearing t o be sent to? 

A We've sent notices t o Doyle Hartman i n 

Midland, Texas; Conoco, Incorporated, i n Hobbs, New Mexico; 

C i t i e s Services Company i n Midland, Texas; and Eurotex Cor­

p o r a t i o n i n F t . Worth, Texas. 

MR. KELLAHIN: Mr. Examiner, 

there a c e r t i f i c a t e of m a i l i n g on f i l e i n the a p p l i c a t i o n — 

w i t h the a p p l i c a t i o n i n the case f i l e f o r t h i s case. 

Q Mr. B r a t t o n , does t h a t c o n s t i t u t e a l l the 

a d j o i n i n g o f f s e t operators t h a t may have an i n t e r e s t i n the 

outcome of t h i s a p p l i c a t i o n ? 

A Yes, i t does. 
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Q Let me d i r e c t your a t t e n t i o n now to Exhi­

b i t Number Two and i f y o u ' l l i d e n t i f y E x h i b i t Number Two f o r 

us. 

A E x h i b i t Number Two i s an enlarged area 

immediately surrounding the p r o r a t i o n u n i t and i d e n t i f i e s 

the w e l l s i n question as w e l l as those w e l l s f o r the immed­

i a t e surrounding o f f s e t operators. 

Q From what pool or formation do the w e l l s 

depicted on t h i s e x h i b i t produce? 

A The w e l l s depicted on t h i s p i c t u r e pro­

duce from various formations ranging a l l the way from the 

Yates or the Jalmat Pool to deeper formations, i n c l u d i n g the 

Devonian. 

Q D i r e c t i n g your a t t e n t i o n t o the west h a l f 

of Section 20, w i l l you e x p l a i n t o the Examiner what has 

been the h i s t o r y i n s o f a r as the changes t h a t have occurred 

w i t h regards t o the d e d i c a t i o n of Jalmat gas acreage t o var­

ious w e l l s or combination of wells? 

A Zia Energy, Incorporated i s the operator 

of a p r e v i o u s l y e s t a b l i s h e d 280-acre nonstandard Jalmat gas 

p r o r a t i o n u n i t i n the west h a l f of Section 20, exclusive of 

the northwest quarter of the northwest q u a r t e r . 

This was es t a b l i s h e d by the ODC Order No. 

4139 and was l a t e r amended by R-4139-A and R-4139-B. 

Q When t h a t was e s t a b l i s h e d , then, i t was a 
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280-acre Jalmat gas spacing and p r o r a t i o n u n i t t h a t consis­

ted of the west h a l f of 20 w i t h the exception of the 40-acre 

t r a c t labeled Martindale up i n the northwest of the n o r t h ­

west? 

A That i s c o r r e c t . 

Q When t h a t was done, Mr. B r t t o n , what were 

the Jalmat gas w e l l s dedicated t o t h a t p r o r a t i o n and spacing 

u n i t ? 

A O r i g i n a l l y under R-4139 a l l t h i s acreage 

was dedicated t o Well No. 1. 

Q A l l r i g h t , s i r , what changes have subse­

quently been made? 

A With the amendment of R-4139-A, there was 

simultaneous d e d i c a t i o n t o Wells No. 1 and 2, and then w i t h 

R-31 — 4139-B there was simultaneous d e d i c a t i o n to Wells 1, 

2, and 4. 

Q What has r e c e n t l y occurred t h a t i s the 

basis upon which you seek the c u r r e n t order from the Commis­

sion today? 

A Well No. 1 has subsequently been conver­

ted t o s a l t water d i s p o s a l . 

Well No. 2 has been r e q u a l i f i e d as an o i l 

producer. 

Well No. 3 has subsequently watered out 

i n the South Eunice Queen F i e l d and as a r e s u l t has been 
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plugged back t o the Jalmat. 

Q When we look at the Well No. 3, would you 

i d e n t i f y f o r the Examiner what p o r t i o n s of the c u r r e n t ap­

p l i c a t i o n would apply t o t h a t w e ll? 

You have asked f o r an unorthodox gas w e l l 

l o c a t i o n as one of the parts of t h i s a p p l i c a t i o n . To which 

w e l l does t h a t apply? 

A That applies t o Well No. 3. 

Q A l l r i g h t , and i n what way i s t h a t an un­

orthodox gas w e l l l o c a t i o n ? 

A Well No. 3 i s located a t a l o c a t i o n 330 

f e e t from the n o r t h l i n e and approximately 2310 f e e t from 

the west l i n e of Section 20 and i t ' s my understanding t h a t 

t h i s i s an exception t o the Rule 5-B. 

Q I t was o r i g i n a l l y completed and produced 

i n another f o r m a t i o n , q u a l i f i e d as a standard l o c a t i o n i n 

t h a t formation? 

A That's c o r r e c t . 

Q Now you have recompleted i t and are pro­

ducing i t under a temporary allowable f o r Jalmat gas? 

A That's c o r r e c t . We have a temporary 80-

acre allowable t h a t was e s t a b l i s h e d by the Hobbs O f f i c e of 

the ODC. 

Q So now you're seeking the approval of the 

unorthodox gas w e l l l o c a t i o n i n the Jalmat plus the nonstan-
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dard gas p r o r a t i o n u n i t c o n s i s t i n g of the 240 acres depicted 

i n yellow? 

A That's c o r r e c t , along w i t h the r i g h t t o 

produceds the assigned u n i t allowable from e i t h e r w e l l or 

both w e l l s or i n any combination. 

Q When you t a l k about e i t h e r or both w e l l s , 

which are the two w e l l s you're discussing? 

A E i t h e r Well 3 or 4. 

Q A l l r i g h t , s i r , l e t ' s look now a t the 

basis upon which you have concluded t h a t the spacing and 

p r o r a t i o n u n i t i s reasonably productive of Jalmat gas i n the 

c o n f i g u r a t i o n t h a t you propose t o dedicate. 

Let me show you E x h i b i t Number Three and 

have you, Mr. B r a t t o n , i d e n t i f y t h a t e x h i b i t f o r us. 

A E x h i b i t Number Three i s a s t r u c t u r e map 

contoured on top of the Yates formation. I t shows the 

s t r u c t u r a l p o s i t i o n of a l l w e l l s i n the p r o r a t i o n u n i t i n ­

c l u d i n g the C i t i e s Federal No. 3, which shows to be s l i g h t l y 

higher than the other w e l l s which have produced from t h i s 

u n i t . 

We don't f e e l t h a t s t r u c t u r a l p o s i t i o n 

w i t h i n the u n i t appears — or i t appears t h a t s t r u c t u r a l 

p o s i t i o n has l i t t l e or no bearing on the w e l l s ' a b i l i t y to 

produce; however, we do b e l i e v e t h a t Well No. 3, being 

s t r u c t u r a l l y higher than the other w e l l s , i t w i l l a f f o r d us 
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the o p p o r t u n i t y t o b e t t e r d r a i n the acreage. 

Q Have you caused a cross s e c t i o n to be 

prepared running through an adequate number of w e l l s i n the 

immediate area t o determine whether or not there i s geologic 

c o n t i n u i t y of the producing formation i n the Jalmat t h a t 

would connect t h i s formation g e o l o g i c a l l y t o the two pro­

posed producing wells? 

A We have. E x h i b i t Number Four i s a cross 

s e c t i o n t r e n d i n g from the southwest t o the northeast. I t 

includes w e l l s from Zia Energy No.2-M i n Section 20 t o the 

Conoco State E No. 10-O i n Section 17. 

I t shows the Yates formation i s consisten 

throughout the p r o r a t i o n u n i t . The logs i n d i c a t e t h a t i t i s 

reasonable t o expect the Jalmat gas to be productive 

throughout the p r o r a t i o n u n i t and c e r t a i n l y i n the proposed 

C i t i e s Federal No. 3. 

Q Do you have an o p i n i o n , Mr. B r a t t o n , as 

to whether the two proposed producing w e l l s w i l l allow the 

operator a reasonable o p p o r t u n i t y t o recover the Jalmat gas 

reserves t h a t remain t o be produced under t h i s nonstandard 

gas p r o r a t i o n u n i t ? 

A I do f e e l t h a t the production from both 

w e l l s w i l l a l l o w us the maximum o p p o r t u n i t y t o produce those 

reserves t h a t remain i n t h i s p r o r a t i o n u n i t . 

Q Let's t u r n , s i r , to E x h i b i t Number Five 
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and have you discuss f o r us the method i n which the No. 3 

Well has been recompleted f o r production out of the Jalmat 

gas i n t e r v a l . 

A E x h i b i t Number Five i s a schematic 

showing the present casing program f o r the C i t i e s Federal 3 

and the recompletion. 

The w e l l was o r i g i n a l l y completed w i t h 4-

1/2 inch casing which was set a t 4019 f e e t , cemented w i t h 

1,050 sacks of cement. The cement was c i r c u l a t e d t o the 

surface. 

The previous producing i n t e r v a l was from 

3704 t o 3866 i n the South Eunice-Seven Rivers-Queen F i e l d . 

A cement r e t a i n e r was set a t 3409 and the lower set of per­

f o r a t i o n s was squeezed w i t h 300 sacks of cement. Then zones 

of p o r o s i t y i n the Yates were p e r f o r a t e d , a c i d i z e d , and 

f r a c t u r e d . 

What i s the c u r r e n t producing r a t e of the 

No. 3 Well? 

A The w e l l was IP'ed f o r 405 MCF per day on 

August 20th, 1986; however, due to the low allowable estab­

l i s h e d f o r the Jalmat i n September, the w e l l ' s production 

has been reduced t o 50 MCF per day. 

Q I n your o p i n i o n i s i t appropriate to de­

di c a t e the 240-acre nonstandard gas spacing and p r o r a t i o n 

u n i t t o the No. 3 and the No. 4 Wells? 
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A I b e l i e v e t h a t the de d i c a t i o n of the 

acreage t o Well No. 3 and No. 4 w i l l help t o maximize 

recovery from the p r o r a t i o n u n i t , w i l l allow Zia Energy as 

the operator of t h i s property t o produce i t s j u s t and 

eq u i t a b l e share of gas i n the Jalmat Gas Pool. I t w i l l 

prevent the economic loss caused by d r i l l i n g of unnecessary 

w e l l s , and w i l l avoid the augmentation of r i s k a r i s i n g from 

the d r i l l i n g of unnecessary w e l l s , and w i l l otherwise 

prevent waste and p r o t e c t c o r r e l a t i v e r i g h t s . 

Q I n your o p i n i o n do Wells No. 3 and 4 

have the producing c a p a b i l i t y t o e f f e c t i v e l y and e f f i c i e n t l y 

produce a 240-acre p r o r a t i o n allowable? 

A Yes, they do. 

Q Were E x h i b i t s One through Five prepared 

by you or compiled under your d i r e c t i o n and supervision? 

A Yes, they were. 

MR. KELLAHIN: That concludes 

my examination of Mr. B r a t t o n , Mr. Examiner. 

We would move the i n t r o d u c t i o n 

of Zia Energy's E x h i b i t s One through Five. 

MR. STOGNER: E x h i b i t s One 

through Five w i l l be admitted i n evidence. 
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CROSS EXAMINATION 

BY MR. STOGNER: 

Q Mr. B r a t t o n , as I understand i t , the No. 

2 Well i s now an o i l w e l l i n the Jalmat Pool? 

A That's c o r r e c t . 

Q Okay, and where's the p e r f o r a t i o n s i n the 

— i n t h a t No. 2 Well? 

A I don't show t h a t t o be marked on the log 

and I d i d n ' t b r i n g a copy of the log w i t h me, so I couldn't 

t e l l you e x a c t l y . 

Q Do you have an idea of where they're a t , 

i n what formation i n the Jalmat Pool? 

A Yes. They would range from approximately 

3,310 f e e t down t o a depth of approximately 3,460 f e e t . 

Q That's approximate, of course, and t h a t 

would a l l be i n the Yates formation of the Jalmat, i s t h a t 

c o r r e c t ? 

A That i s c o r r e c t . 

Q Now the — where d i d the p e r f o r a t i o n s 

f a l l i n the No. 4 and No. 3? 

A The No. 4 Well i s p e r f o r a t e d from 3294 t o 

3434 w i t h approximately 48 holes. 

The Well No. 3 i s p e r f o r a t e d i s from 3189 

to 92; 3196 t o 3200; 3248 t o 50; 3268 t o 69; 3272 t o 73; 
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3279 t o 82; w i t h approximately 20 holes. 

Q A l l of which, both of those formations 

are the Yates, i s t h a t c o r r e c t ? 

A That's c o r r e c t . 

Q When d i d t h a t No. 2 Well convert t o an 

o i l w e l l ? 

A I t converted t o an o i l w e l l and was r e ­

c l a s s i f i e d i n November of 1985. 

Q Has there been any production from the 

No. 2 Well between now and t h a t date? 

A Yes, there has. I t ' s been on continuous 

production since t h a t time. 

Q Was t h i s production dedicated t o t h a t 

previous 280-acre p r o r a t i o n u n i t ? 

A I t ' s acreage was dedicated p r e v i o u s l y to 

the 2 80-acre p r o r a t i o n u n i t ; however, i t ' s my understanding 

w i t h the f i l i n g of t h a t w e l l as an o i l w e l l — r e c l a s s i f i c a ­

t i o n of t h a t w e l l as an o i l w e l l , t h a t t h a t 40 acres was 

a d m i n i s t r a t i v e l y removed from the p r o r a t i o n u n i t . 

Q A d m i n i s t r a t i v e l y by who? 

A By the O i l and Gas Commission, the OCD. 

Q Santa Fe or Hobbs? 

A Hobbs. 

Q And who n o t i f i e d you of t h a t ? 

A I'm not sure t h a t we received n o t i f i c a -
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t i o n of t h a t . I t was my understanding t h a t f i l i n g f o r r e ­

c l a s s i f i c a t i o n , t h a t t h a t was a u t o m a t i c a l l y done. 

Q When was the No. 3 Well recompleted from 

the Eumont t o the Jalmat? 

A I t was recompleted i n August of t h i s 

year. 

Q Has i t gone on l i n e yet? 

A Yes, i t has. 

Q And when was f i r s t d e l i v e r y ? 

A F i r s t d e l i v e r y was on August 20th. 

Q And i t s production was dedicated t o the 

280-acre — 

A That's c o r r e c t . 

Q When you r e f e r r e d t o E x h i b i t Number Five, 

you mentioned about the allowable assigned. Were you 

t a l k i n g about the allowable assigned t o the 280-acre prora­

t i o n u n i t or today's — I'm sorry — yeah, 280-acre prora­

t i o n u n i t or t o a s p e c i f i c w e l l ? 

A I t h i n k I made reference t o both. We 

were given a u t h o r i z a t i o n u n i t t h i s — t i l l the outcome of 

t h i s hearing t o produce the w e l l based on an 80-acre a l l o w ­

able, t h a t being Well No. 3. 

Q And 80-acre allowable? 

A That's c o r r e c t . 

Q What was the allowable assigned to the 
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No. 4 Well? 

A The allowable assigned t o the No. 4 Well 

was the e n t i r e p r o r a t i o n u n i t . 

Q Of 280 acres. 

A The 280 acress l e s s , we assume, the 40 

acres t h a t should have been removed f o r Well No. 2. 

Q Do you remember, by chance, what the 

amount of gas was assigned t o i t ; what the allowable was? 

A For September? 

Q Yeah. 

A I b e l i e v e i t was 100 MCF f o r 160-acre 

p r o r a t i o n u n i t . Being 240 acres t h a t would allow 150 MCF 

per day. 

Q I s the gas from the No. 4 and No. 3 Well 

being sold t o the same purchaser? 

A Yes, they are. 

Q And who might t h a t purchaser be? 

A The purchaser i s Texaco. 

Q Does the Well No. 2 make any casinghead 

gas? 

A Yes, i t does. 

Q And who i s t h a t being sold to? 

A I t also goes t o Texaco. 

MR. STOGNER: Are there any 

other questions of Mr. Bratton? 
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MR. KELLAHIN: No, s i r . 

MR. STOGNER: I have no f u r t h e r 

questions. 

There being no f u r t h e r ques­

t i o n s of t h i s witness he may be excused. 

Mr. K e l l a h i n , do you have any­

t h i n g f u r t h e r i n t h i s case? 

MR. KELLAHIN: No, Mr. Stogner. 

MR. STOGNER: Does anybody else 

have anything f u r t h e r i n Case Number 9002? 

I f not, t h i s case w i l l be taken 

under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO 

HEREBY CERTIFY the foregoing T r a n s c r i p t of Hearing before 

the O i l Conservation D i v i s i o n (Commission) was reported by 

me; t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t 

record of the hearing, prepared by me to the best of my 

a b i l i t y . 

the Ex a 

uner 
1 e procet <nn-}s in 


