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EXAMINER CATANACH: At t h i s t i m e w e ' l l c a l l 

10052 . 

MR. STOVALL: A p p l i c a t i o n of S h e l l Western 

E & P , I n c . , f o r an amendment o f D i v i s i o n Order Nos. 

R-8539 and R-8541 as amended, Lea County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances 

i n t h i s case? 

MR. PEARCE: May i t p l e a s e t h e Examiner, 

I'm W. P e r r y Pearce o f t h e Law F i r m of Montgomery & 

Andrews, a p p e a r i n g i n t h i s m a t t e r on b e h a l f of S h e l l 

Western E & P , I n c . , and I have t h r e e w i t n e s s e s who 

need t o be sworn. 

MR. PADILLA: Mr. Examiner, I'm E r n e s t L. 

P a d i l l a of Santa Fe, New Mexi c o , f o r John H. H e n d r i x 

C o r p o r a t i o n . I have no w i t n e s s e s . 

MR. KELLAHIN: Mr. Examiner, I'm Tom 

K e l l a h i n o f t h e Santa Fe Law F i r m of K e l l a h i n , 

K e l l a h i n & Aubrey, a p p e a r i n g on b e h a l f of J. R. Cone 

and Jim Cone. I have no w i t n e s s e s t o p r e s e n t . 

EXAMINER CATANACH: Any o t h e r appearances? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be sworn 

i n . 

(The r e u p o n , t h e w i t n e s s e s were sworn.) 

MR. PEARCE: Thank you, Mr. Examiner. 

B e f o r e I c a l l my f i r s t w i t n e s s , i f I may, I would l i k e 

CUMBRE COURT REPORTING 
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to take j u s t a moment to i n t r o d u c e t h i s case and 

des c r i b e what we're do i n g . 

As you may r e c a l l , i n November of 1987, 

S h e l l Western appeared before the D i v i s i o n and asked 

f o r the c r e a t i o n of a new Blin e b r y - T u b b - D r i n k a r d Pool. 

That Pool was approved by the D i v i s i o n i n Order No. 

8539 and was named the North Eunice Blinebry-Tubb-

D r i n k a r d o i l and gas p o o l . 

At the same t i m e , i n a c o n s o l i d a t e d 

h e a r i n g , the D i v i s i o n approved s t a t u t o r y u n i t i z a t i o n 

of an area t h a t was the same as the pool boundaries, 

and approved a w a t e r f l o o d c o v e r i n g t h a t same area. 

The o r d e r , as i s customary, r e q u i r e d S h e l l 

Western t o appear before the D i v i s i o n w i t h i n t h r e e 

years t o discuss why the s p e c i a l pool r u l e s should not 

lapse and general pool r u l e s should not go i n t o 

e f f e c t . 

We're appearing before you today t o have 

t h a t three-year r u l e review, t o request t h a t s p e c i a l 

pool r u l e s be made permanent a f t e r some amendments 

t h a t r e s u l t from i n f o r m a t i o n t h a t we've gained d u r i n g 

the almost three years of w a t e r f l o o d , u n i t and pool 

ope r a t i o n . 

When we appeared befo r e you i n 1987, we 

i n d i c a t e d t h a t the a v a i l a b l e p r o d u c t i o n i n f o r m a t i o n 
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and g e o l o g i c a l i n f o r m a t i o n seemed t o i n d i c a t e t h a t the 

gross Bli n e b r y - T u b b - D r i n k a r d i n t e r v a l was composed of 

separate o i l and gas zones. Based on t h a t 

d e s c r i p t i o n , the present pool r u l e s provide f o r o i l 

w e l l s and gas w e l l s i n the pool area. 

As I i n d i c a t e d , we've done extensive study 

d u r i n g t h i s almost three-year p e r i o d , and a f t e r 

c o l l e c t i n g t h a t data and an a l y z i n g i t , S h e l l Western 

i s now ready t o demonstrate t h a t gas was o r i g i n a l l y 

d i s t r i b u t e d i n the form of gas caps r a t h e r than 

separate zones, t h a t those gas caps are now l a r g e l y 

d e pleted and t h a t almost a l l of the gas c u r r e n t l y 

being produced i n the pool area i s coming from the o i l 

column. 

That i n d i c a t e s t o us t h a t the r e t e n t i o n of 

a separate gas w e l l c l a s s i f i c a t i o n and the i m p o s i t i o n 

of the n a t u r a l gas p r o r a t i o n i n g system on t h a t gas 

p r o d u c t i o n i s not necessary and, i n f a c t , i s not 

appropr i a t e . 

As p a r t of our case today, we w i l l present 

data s u p p o r t i n g the c o n c l u s i o n t o the D i v i s i o n , we 

w i l l attempt to answer any question s you have, and at 

the c o n c l u s i o n of the case we have a proposed form of 

order which c o n t a i n s new s p e c i a l pool r u l e s . 

We'll demonstrate t h a t the changes we're 
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re q u e s t i n g w i l l operate t o prevent a waste of 

resources by a s s i s t i n g i n a more e f f i c i e n t o p e r a t i o n 

of the pool and the associ a t e d w a t e r f l o o d , and w e ' l l 

i n d i c a t e t h a t i t w i l l operate t o p r o t e c t the 

c o r r e l a t i v e r i g h t s of i n t e r e s t owners i n the pool and 

i n t e r e s t owners o f f s e t t i n g the p o o l . 

With t h a t i n t r o d u c t i o n , i f I may, I would 

l i k e t o c a l l my f i r s t w i t n e s s , Ms. Lisa Corder. 

LISA CORDER 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn 

upon her oa t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. For the r e c o r d , would you please s t a t e your 

name and place of residence? 

A. My name i s Lisa Corder, and I l i v e i n 

Hou ston , Texas . 

Q. By whom are you employed? 

A. S h e l l Western E x p l o r a t i o n P r o d u c t i o n . 

Q. And i n what capacity? 

A. I'm a g e o l o g i c a l engineer i n the Western 

D i v i s i o n P r o d u c t i o n . 

Q. Have you appeared befo r e the D i v i s i o n 

p r e v i o u s l y and had your c r e d e n t i a l s as an expert i n 

the f i e l d of petroleum geology made a matter of 

CUMBRE COURT REPORTING 
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record? 

A. Yes , I have . 

Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n f i l e d 

by S h e l l Western today? 

A. Yes, I am. 

MR. PEARCE: Mr. Examiner, At t h i s time I 

would ask t h a t Ms. Corder be q u a l i f i e d as an expert i n 

the f i e l d of petroleum geology. 

EXAMINER CATANACH: She i s so q u a l i f i e d . 

Q. Ms. Corder, at t h i s time I would l i k e f o r 

you to look at the e x h i b i t s - - I have passed out copies 

to the Examiner and the other p a r t i e s i n t h i s 

case--and discuss those f o r the Examiner and those i n 

attendance, please. 

A. Okay. As i n d i c a t e d on the E x h i b i t 1, the 

North Eunice Bline b r y - T u b b - D r i n k a r d O i l and Gas Pool 

l i e s w i t h i n the Penrose S k e l l y t r e n d , which p a r a l l e l s 

the western edge of the C e n t r a l Basin P l a t f o r m . 

D r i n k a r d p r o d u c t i o n i n the area was discovered i n 

1944, and most of the d r i l l i n g a c t i v i t y occurred 

between 1948 and 1958, when the f i e l d was developed on 

40-acre spacing. 

As shown on E x h i b i t 2, the North Eunice 

Blinebry-Tubb-Drinkard O i l and Gas Pool i s s i t u a t e d on 

the n o r t h e a s t end of the n o r t h / n o r t h w e s t , 

CUMBRE COURT REPORTING 
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south/southeast t r e n d i n g a n t i c l i n e , about one mile 

n o r t h of the town of Eunice. 

I would l i k e t o ask the Examiners at t h i s 

time t o note t h a t the North Eunice 

Blineb r y - T u b b - D r i n k a r d O i l and Gas Pool and the 

Northeast D r i n k a r d Unit may be used i n t e r c h a n g e a b l y by 

the SWEPI witnesses throughout the r e s t of the 

tes t i m o n y , and also t h e r e may be occasion where the 

Northeast D r i n k a r d Unit i s ab b r e v i a t e d NEDU, or 

r e f e r r e d t o simply as NEDU. 

I would l i k e t o now d i r e c t your a t t e n t i o n 

to E x h i b i t s 3 and 4. As i n d i c a t e d on these e x h i b i t s , 

the North Eunice Blinebry-Tubb-Drinkard O i l and Gas 

Pool and the Northeast D r i n k a r d Unit became e f f e c t i v e 

i n December of 1987. Water i n j e c t i o n f o r secondary 

recovery o p e r a t i o n s began i n August of 1988. 

C u r r e n t l y the pool i s producing 

approximately 560 b a r r e l s of o i l a day, 11,600 Mcf of 

gas a day, and 680 b a r r e l s of water per day. 

As you can see on E x h i b i t 4, c u r r e n t 

p r o d u c t i o n i s approximately 200 b a r r e l s of o i l a day 

above the 1987 f o r e c a s t . That i s b a s i c a l l y the r e s u l t 

of an aggressive workover program t o open a l l pay i n 

a l l of the producers. 

Water i n j e c t i o n c u r r e n t l y averages about 
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25,400 b a r r e l s of water per day. Cumulative I 

p r o t e c t i o n i s 28 m i l l i o n b a r r e l s of o i l and 438 Bcf of ! 

gas, and since u n i t i z a t i o n we've recovered 556,000 

b a r r e l s of o i l and 12 Bcf of gas. j 

E x h i b i t 5 i s a map of the pool area. This 

map o u t l i n e s the s t a t u s of a l l the Northeast D r i n k a r d j 

Unit w e l l s at mid-year 1990 . I n c l u d e d on t h i s map are 

o i l w e l l s , p r e - u n i t gas w e l l s , p o s t - u n i t gas w e l l s , j 

ob s e r v a t i o n w e l l s , i n j e c t o r s , water source w e l l s , 

f u t u r e water source w e l l s , TA'd and shut i n w e l l s and 

also plugged and abandoned w e l l s . Of p a r t i c u l a r note 

are the o i l w e l l and gas w e l l c l a s s i f i c a t i o n . 

O i l w e l l s correspond t o a l l those w e l l s 

open i n o i l zones, and gas w e l l s correspond t o those 

w e l l s open only i n gas zones. So t h i s s o r t of 

nomenclature may or may not correspond to how the 

State c u r r e n t l y c l a s s i f i e s a p a r t i c u l a r w e l l . ; 

I 

This same e x h i b i t w i l l be used w i t h s l i g h t ! 

m o d i f i c a t i o n s l a t e r i n the testimony by the r e s e r v o i r j 

engineer. 

As shown on E x h i b i t 6, the fo r m a t i o n s I 

w i t h i n the area d i p approximately one to two degrees j 
I 

t o the n o r t h e a s t . This p a r t i c u l a r map i s contoured on | 
i 
i 

the B l i n e b r y Marker, but the Tubb and the D r i n k a r d ! 

form a t i o n s more or less f o l l o w t h i s same general 

[ 
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s t r u c t u r e . The s t r u c t u r a l l y h i g h e s t p o i n t w i t h i n the 

Unit i s i n the southwest c o r n e r , i n Section 22. This 

same s t r u c t u r a l i n t e r p r e t a t i o n w i l l be di s p l a y e d l a t e r 

w i t h the a i d of a s t r u c t u r a l c r o s s - s e c t i o n through the 

f i e l d . 

E x h i b i t 7 i s a log from the Northeast 

D r i n k a r d Unit #221. Shown i n black on the l e f t - h a n d 

side of t h i s i s the c o n v e n t i o n a l gamma ray curve, 

shown i n ye l l o w i n the center t r a c k i s the s i l t index 

curve, shown i n blue on the r i g h t - h a n d side i s the 

p o r o s i t y curve. 

The top of the Unit i s d e f i n e d by the NMOCD 

B l i n e b r y , and the bottom of the Unit i s de f i n e d by the 

top of the Abo f o r m a t i o n . As i n d i c a t e d on the 

l e f t - h a n d side of t h i s e x h i b i t , the B l i n e b r y has been 

subdivided i n t o f i v e p o r o s i t y zones t h a t are 

c o r r e l a t i v e across the Unit area. The Tubb has been 

subdivided i n t o four zones based on l i t h o l o g i c breaks, 

and the D r i n k a r d has been subdivided i n t o f i v e zones 

based on l i t h o l o g y and p o r o s i t y z o n a t i o n . 

The zonation shown on t h i s e x h i b i t i s 

c o n s i s t e n t w i t h our re v i s e d i n t e r p r e t a t i o n of the 

geology of the p o o l , which I w i l l go i n t o i n more 

d e t a i l l a t e r i n the te s t i m o n y . 

L i m i t e d core d a t a , i n combination w i t h 
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p r o d u c t i o n d a t a , was used t o develop the o r i g i n a l 

r e s e r v o i r p r o d u c t i o n d e s c r i p t i o n as presented i n the 

1987 u n i t i z a t i o n h e a r i n g . Since u n i t i z a t i o n , we've 

acquired a much b e t t e r understanding of the r e s e r v o i r 

w i t h the a i d of (1) more complete and d e t a i l e d 

p r o d u c t i o n i n f o r m a t i o n by the working i n t e r e s t owners, 

(2) more complete l o g data provided by the working 

i n t e r e s t owners, and (3) a s e r i e s of a d d i t i o n a l cased 

whole l o g s u i t e s t h a t have been run i n many of the 

w e l l s i n c o n j u n c t i o n w i t h the p o s t - u n i t i z a t i o n 

workover program. 

One of the most s i g n i f i c a n t r e s u l t s of the 

d e t a i l e d cased hole l o g program was the development of 

a l i t h o l o g i c model over the e n t i r e v e r t i c a l i n t e r v a l . 

As I w i l l demonstrate l a t e r i n the t e s t i m o n y , t h a t 

r e v i s e d l i t h o l o g i c model has had a s i g n i f i c a n t impact 

on the f l u i d d i s t r i b u t i o n model. 

I would l i k e to d i r e c t your a t t e n t i o n now 

to E x h i b i t 8. This e x h i b i t s compares the v e r t i c a l 

d i s t r i b u t i o n of l i t h o l o g y data t h a t was a v a i l a b l e at 

the time of u n i t i z a t i o n w i t h the d i s t r i b u t i o n of 

l i t h o l o g y data t h a t ' s a v a i l a b l e at the p r e s e n t . 

Shown i n red on the l e f t - h a n d side of t h i s 

e x h i b i t i s a v e r t i c a l d i s t r i b u t i o n of l i t h o l o g y data 

t h a t was a v a i l a b l e at u n i t i z a t i o n . This was i n the 
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form of a c t u a l core and covered only o n e - t h i r d of the 

u n i t i z e d i n t e r v a l . We had a l i t t l e b i t of core 

coverage i n the upper p a r t of the B l i n e b r y and then 

the upper t o middle p a r t of the D r i n k a r d Formation. 

Since u n i t i z a t i o n , we have run d e t a i l e d 

cased hole logs i n s e v e r a l w e l l s over the e n t i r e 

v e r t i c a l i n t e r v a l , as shown i n blue on the r i g h t - h a n d 

side of t h i s diagram. Those d e t a i l e d cased hole logs 

have been used t o develop a l i t h o l o g i c model over the 

e n t i r e v e r t i c a l i n t e r v a l t h a t ' s r e s u l t e d i n a more 

d e t a i l e d and accurate r e s e r v o i r d e s c r i p t i o n . 

As i n d i c a t e d on E x h i b i t 9, the d e t a i l e d 

cased hole l o g s u i t e s have been run i n f i v e key w e l l s 

l o c a t e d i n s t r a t e g i c p o s i t i o n s across the f i e l d . The 

we l l i n the northwest corner of t h i s e x h i b i t i s 

Northeast D r i n k a r d Unit #108. We have a c t u a l core and 

core data a v a i l a b l e over p o r t i o n s of the B l i n e b r y and 

Drinkard i n t h a t w e l l , and they have been used t o 

c a l i b r a t e the cased hole log s u i t e . 

E x h i b i t 10 shows s i m p l i f i e d r e s u l t s of the 

l i t h o l o g y data t h a t was obtained from the d e t a i l e d 

cased hole l o g g i n g of t h a t w e l l , which i s Northeast 

Dri n k a r d Unit #108. The m i n e r a l o g i c a l log s u i t e was 

used t o i d e n t i f y and approximate the r e l a t i v e 

v o l u m e t r i c abundance of four main m a t r i x components, 
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and those i n c l u d e d l i m e s t o n e , d o l o m i t e , a n h y d r i t e and 

s i l t . 

The component t h a t ' s most important t o an 

understanding of the f l u i d d i s t r i b u t i o n i s s i l t . The 

s i l t , as we have d e f i n e d i t here i s composed p r i m a r i l y 

of q u a r t z and potassium bearing f e l d s p a r s and c l a y s . 

S i l t , on t h i s p a r t i c u l a r diagram, i s i n d i c a t e d i n 

orange and spikes on t h a t s i l t curve above the 

background value i n d i c a t e zones where there i s 

s i g n i f i c a n t s i l t c o n t e n t . Those zones w i l l be 

r e f e r r e d throughout the r e s t of the testimony simply 

as s i l t s . Continuous s i l t s are b e l i e v e d t o c o n s t i t u t e 

r e s e r v o i r s e a l s , p r e v e n t i n g the v e r t i c a l m i g r a t i o n of 

f l u i d over g e o l o g i c t i m e . 

The continuous s i l t s t h a t are present i n 

the North Eunice Bl i n e b r y - T u b b - D r i n k a r d O i l and Gas 

Pool are shown i n y e l l o w on E x h i b i t 11. 

Q. At t h i s t i m e , Ms. Corder, I would ask you 

to approach E x h i b i t 11 which we've hung on the w a l l . 

The e x h i b i t set c o n t a i n s smaller copies. I f you would 

j u s t be c a r e f u l t o speak up as you discuss i t . 

A. Okay. 

Q . Thank you. 

A. Before I get i n t o the d e t a i l s of t h i s , I'm 

j u s t going t o b r i e f l y summarize the main p o i n t s t h a t 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

15 

I'm going t o make w i t h the a i d of t h i s e x h i b i t j 
I 

throughout the r e s t of the t e s t i m o n y . j 

The f i r s t p o i n t i s t h a t the s i l t s w i t h i n | 

t h i s i n t e r v a l are c o n f i n e d t o b a s i c a l l y two packages; j 

secondly, t h a t those s i l t s acted as seals over j 

geologic t i m e ; t h i r d , t h a t we've i d e n t i f i e d a g a s / o i l j 

contact w i t h i n the B l i n e b r y at a depth of minus 225; j 

t h a t the upper p a r t of the Tubb i s a c t u a l l y a j 

c o n t i n u a t i o n of the B l i n e b r y hydrocarbon column; t h a t j 

the remainder of the Tubb i s g e n e r a l l y gas p r o d u c t i v e 

high on s t r u c t u r e and o i l p r o d u c t i v e across the r e s t 

of the u n i t ; and t h a t a g a s / o i l c ontact was discovered 

or i d e n t i f i e d w i t h i n the D r i n k a r d at a depth of minus 

3025 . 

The o v e r a l l r e s u l t i s t h a t the o r i g i n a l gas 

bearing pore volume i s c u r r e n t l y b e l i e v e d to be much 

less than t h a t which was presented at the 1987 j 

u n i t i z a t i o n h e a r i n g . 
i 

Before I go i n t o the d e t a i l s concerning the j 
i 

l i t h o l o g y and the f l u i d d i s t r i b u t i o n , I'm j u s t going j 

to b r i e f l y summarize the c r o s s - s e c t i o n c o n s t r u c t i o n . j 
j 

This i s a s t r u c t u r a l c r o s s - s e c t i o n 

c o n s t r u c t e d using logs t h a t have been acquired since 

u n i t i z a t i o n . Five of the s i x w e l l s , e x c l u d i n g NEDU 

910, have been logged w i t h d e t a i l e d cased hole log 
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s u i t e s and p o r t i o n s of those logs are what you see 

d i s p l a y e d . 

As i n d i c a t e d i n the lower r i g h t - h a n d corner 

of t h i s e x h i b i t , the c r o s s - s e c t i o n g e n e r a l l y runs from 

n o r t h t o south. Beginning i n a downdip p o s i t i o n at 

NEDU 221, continues updip t o NEDU 910 and s l i g h t l y 

downdip at NEDU 918. 

The green curve on the l e f t - h a n d side of 

the logs i s the c o n v e n t i o n a l gamma ra y . Shown shaded 

i n red next to the gamma ray i s the s i l t i n d i c a t o r 

curve, and shown i n blue on the r i g h t - h a n d side of 

each of these logs i s the p o r o s i t y curve. 

Pay corresponds t o those i n t e r v a l s t h a t are 

shaded blue but do not have a s i g n i f i c a n t s i l t 

c o n t e n t . Also Noted on the l e f t - h a n d side of t h i s 

e x h i b i t i s f o r m a t i o n t o p s , NMOCD B l i n e b r y NMOCD Tubb, 

the D r i n k a r d , and the top of the Abo f o r m a t i o n . We've 

shown between NEDU #108 and NDU #407 the subzone 

nomenclature, and t h a t nomenclature i s c o n s i s t e n t w i t h 

t h a t which was described and presented on E x h i b i t 7. 

I'm now going t o summarize i n d e t a i l the 

l i t h o l o g i c model over the e n t i r e v e r t i c a l i n t e r v a l and 

I ' l l emphasize the p o s i t i o n of the s i l t s and t h e i r 

c o n t r o l on f l u i d d i s t r i b u t i o n . 

The 75-foot i n t e r v a l from the NMOCD 
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B l i n e b r y t o the B l i n e b r y Marker i s a s i l t y i n t e r v a l 

t h a t forms the upper seal t o the B l i n e b r y hydrocarbon 

column. The i n t e r v a l from the B l i n e b r y Marker t o the 

NMOCD Tubb b a s i c a l l y c o n s i s t s of dol o m i t e and v a r i o u s 

amounts of nodular pore f i l l i n g and replacement 

a n h y d r i t e . There are a few d i s c o n t i n u o u s s i l t 

s t r i n g e r s t h a t are present w i t h i n t h i s i n t e r v a l . 

C o r r e l a t i v e p o r o s i t y zones corresponding t o 

the B l i n e b r y subzones are c o r r e l a t i v e across the u n i t 

area. W i t h i n t h i s i n t e r v a l t h e r e are no continuous 

b a r r i e r s other than v a r i a t i o n s w i t h i n p o r o s i t y . 

The 100-foot i n t e r n a t i o n a l from the NMOCD 

Tubb t o the Tubb Marker, which i s commonly r e f e r r e d t o 

as Tubb I Upper, i s very s i m i l a r i n l i t h o l o g y to the 

o v e r l y i n g B l i n e b r y . There are no l i t h o l o g i c breaks 

t h a t separate B l i n e b r y V from the Tubb I Upper. And, 

as I w i l l mention again l a t e r i n the t e s t i m o n y , we now 

f e e l t h a t t h a t Tubb I Upper i s a c t u a l l y a c o n t i n u a t i o n 

of the B l i n e b r y o i l column. 

The Tubb Marker i s the f i r s t s i l t of the 

Tubb s i l t package and i t ' s c o r r e l a t i v e or continuous 

across the u n i t area. Three other s i l t s of v a r y i n g 

thicknesses are also continuous across the u n i t area. 

They are separated by r e l a t i v e l y clean i n t e r v a l s of 

dolom i t e t h a t do have a l i t t l e b i t of p o r o s i t y 
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development. The lower p a r t of the Tubb, r e f e r r e d t o 

as Tubb I I I , has very l i t t l e , i f any, p o r o s i t y 

deve1opment. 

There's no l i t h o l o g i c break s e p a r a t i n g Tubb 

I I I from the D r i n k a r d I . The D r i n k a r d I i s b a s i c a l l y 

d o l o m i t e w i t h some a n h y d r i t e i n the form of pore 

f i l l i n g replacement and nodular a n h y d r i t e . The 

p o r o s i t y w i t h i n the D r i n k a r d I i s r e l a t i v e l y low as 

i n d i c a t e d by NEDU #704. D r i n k a r d I I through V 

c o n s i s t s of interbedded s t r i n g e r s of limestone and 

d o l o m i t e , and most of the p o r o s i t y w i t h i n t h a t 

i n t e r v a l appears t o be developed w i t h i n the limestone 

u n i t s . L o c a l l y those porous u n i t s are c o r r e l a t i v e . 

Again, w i t h i n the D r i n k a r d , t h e r e are no continuous 

b a r r i e r s other than v a r i a t i o n s i n p o r o s i t y . 

Using d e t a i l e d o r i g i n a l completion 

i n f o r m a t i o n provided by working i n t e r e s t owners, we've 

superimposed or re v i s e d the f l u i d d i s t r i b u t i o n model 

on top of t h i s l i t h o l o g y model, and I ' l l now summarize 

t h a t f l u i d d i s t r i b u t i o n model. 

Based on o r i g i n a l completion i n f o r m a t i o n 

we've i d e n t i f i e d an o r i g i n a l g a s / o i l c ontact w i t h i n 

the B l i n e b r y at minus 2225. This d i f f e r s from the 

o r i g i n a l r e s e r v o i r d e s c r i p t i o n or f l u i d d i s t r i b u t i o n 

f o r the B l i n e b r y at the 1987 u n i t i z a t i o n h e a r i n g . 
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At t h a t time B l i n e b r y I and I I were 

b e l i e v e d t o e s s e n t i a l l y be gas-bearing across the 

e n t i r e u n i t area. The change i n the f l u i d 

d i s t r i b u t i o n f o r the B l i n e b r y i s a r e s u l t of d e t a i l e d 

a n a l y s i s of a l l a v a i l a b l e d a t a , i n c l u d i n g data t h a t ' s 

been acquired since u n i t i z a t i o n . 

Given the g a s / o i l c o n t a c t i s at minus 2225 

fo r the B l i n e b r y , the downdip p o r t i o n s of B l i n e b r y I 

are o i l - b e a r i n g , and B l i n e b r y I I i s o i l - b e a r i n g across 

most of the u n i t area. Only the southwestern corner 

of the u n i t f a l l s w i t h i n the B l i n e b r y I I gas wedge. 

So the o v e r a l l r e s u l t of the change i n the 

f l u i d d i s t r i b u t i o n i s t h a t the o r i g i n a l gas-bearing 

pore volume i s c u r r e n t l y b e l i e v e d t o be much less than 

t h a t which was presented i n the 1987 he a r i n g . 

The Tubb f l u i d d i s t r i b u t i o n i s also 

d i f f e r e n t from t h a t which was presented at the 1987 

hea r i n g . At t h a t time the e n t i r e i n t e r v a l from the 

NMOCD Tubb t o the top of the D r i n k a r d was b e l i e v e d t o 

be more or less d i s c r e t e pods of o i l and gas 

d i s t r i b u t e d more or less randomly across the u n i t 

area . 

Based on l i t h o l o g i c data t h a t we've 

acquired since u n i t i z a t i o n , we do not see any 

l i t h o l o g i c break s e p a r a t i n g B l i n e b r y V from the Tubb I 
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Upper. 1988 s e l e c t i v e zone t e s t s of Tubb I Upper 

i n d i c a t e s t h a t the zone i s o i l - b e a r i n g across the 

e n t i r e u n i t area, and we now b e l i e v e t h a t t h a t 

i n t e r v a l , the Tubb I Upper, i s a c t u a l l y a c o n t i n u a t i o n 

of the B l i n e b r y o i l column. 

T h i s , again, r e s u l t s i n a s u b s t a n t i a l 

r e d u c t i o n of the o r i g i n a l gas-bearing pore volume from 

t h a t which was presented at the 1987 he a r i n g . Again, 

at t h a t t i m e , we thought the Tubb I Upper was 

predominantly gas-bearing. 

Tubb I Lower and Tubb I I g e n e r a l l y appear 

to be gas-bearing, high on s t r u c t u r e and o i l - b e a r i n g 

across the r e s t of the s t r u c t u r e . Data does not 

support a s i n g l e g a s / o i l contact f o r those zones, but 

i t does support the existence of a t r a n s i t i o n from gas 

to o i l about at the m i d - s t r u c t u r e of the pool area. 

A very t h i c k , t i g h t and l a r g e l y 

nonproductive i n t e r v a l , r e f e r r e d t o as the Tubb I I I , 

separates the upper zones of the Tubb from the 

D r i n k a r d . Based on o r i g i n a l completion i n f o r m a t i o n , 

we've i d e n t i f i e d an o r i g i n a l g a s / o i l contact w i t h i n 

the D r i n k a r d at a depth of minus 3025. As a r e s u l t , 

D r i n k a r d I i s p a r t i a l l y gas-bearing i n the 

southwestern corner of the U n i t . However, the pore 

volume a s s o c i a t e d w i t h t h a t gas cap i s r e l a t i v e l y 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

21 

small or very small due t o the f a c t t h a t t h e r e i s very 

l i t t l e p o r o s i t y development i n D r i n k a r d I , as 

evidenced by NEDU #704 . 

The remainder of the D r i n k a r d , i n c l u d i n g 

a l l of the downdip p o r t i o n s of D r i n k a r d I , a l l of 

Drinkard I I , I I I , IV and V are c o m p l e t e l y o i l - b e a r i n g 

across the e n t i r e u n i t area. 

So, t o summarize the f l u i d d i s t r i b u t i o n 

model, the changes t h a t we've seen have r e s u l t e d i n a 

s u b s t a n t i a l r e d u c t i o n of the o r i g i n a l gas-bearing pore 

volume from t h a t which was presented at the 1987 

hearing . 

B l i n e b r y I was found t o be o i l - b e a r i n g i n 

the downdip p o r t i o n s of the u n i t ; B l i n e b r y I I was 

o i l - b e a r i n g across most of the u n i t area; Tubb I Upper 

i s o i l - b e a r i n g across the e n t i r e u n i t area and i s now 

considered t o be a c o n t i n u a t i o n of B l i n e b r y o i l column 

and not predominantly gas-bearing as o r i g i n a l 

t hought. 

The r e s t of the Tubb i s g e n e r a l l y 

gas-bearing h i g h on s t r u c t u r e , and o i l - b e a r i n g i n the 

downdip p o r t i o n s of the pool area. A small gas cap i s 

i d e n t i f i e d w i t h i n the D r i n k a r d , but again the pore 

volume as s o c i a t e d w i t h t h a t gas cap i s very s m a l l . 

The remainder of the D r i n k a r d i s completely 
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o i l - b e a r i n g . 

So again, the o v e r a l l r e s u l t of the r e v i s e d 

l i t h o l o g y model and f l u i d d i s t r i b u t i o n model i s t h a t 

the o r i g i n a l gas-bearing pore volume i s c u r r e n t l y 

b e l i e v e d t o be much less than t h a t which was presented 

at the 1987 u n i t i z a t i o n h e a r i n g . 

As the r e s e r v o i r engineer w i l l demonstrate, 

the i n t e r v a l s t h a t were gas-bearing are now depl e t e d 

and are c o n t r i b u t i n g very l i t t l e t o the c u r r e n t gas 

pr o d u c t i o n from the u n i t . 

Q. I s ther e a n y t h i n g else you want to p o i n t 

out r i g h t now? 

A. No . 

MR. PEARCE: Mr. Examiner, t h a t ' s a l l the 

questions I d i d n ' t have of t h i s witness at t h i s t i m e . 

She's a v a i l a b l e f o r q u e s t i o n s , i f you have any. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Corder, you've come t o the c o n c l u s i o n 

t h a t the on l y r e a l gas-bearing zones are high on 

s t r u c t u r e , and those would be mostly i n the southeast 

p a r t s of the u n i t s ? 

A. That's r i g h t . 

Q. B a s i c a l l y , what would t h a t area c o n s i s t o f , 

the gas-bearing p o r t i o n ? 
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A. I t ' s b a s i c a l l y going t o be conf i n e d to 

Sections 15, 22 and p o r t i o n s of 23, but given the 

g a s / o i l c o n t a c t s , i t ' s going t o vary a l i t t l e b i t f o r 

each of the h o r i z o n s , B l i n e b r y I , B l i n e b r y I I , Tubb 

and the D r i n k a r d . 

t h e r e r e a l l y i s n ' t any recoverable gas or pore gas 

volume ? 

i n p o r t i o n s of the Tubb, l i k e i n Section 10 and 

Section 3, although i t was very s p o t t y . Based on the 

r e s u l t s t h a t we've seen from recent c o m p l e t i o n s — a n d 

the r e s e r v o i r engineer w i l l go i n t o t h a t i n a l i t t l e 

more d e t a i l - - w e 1 re j u s t not seeing any p r o d u c i b l e 

volumes at the present t i m e , so what gas was th e r e i s 

now d e p l e t e d . The m a j o r i t y of the gas at the time of 

f i e l d d i s c o v e r y was i n the updip p o r t i o n s of the u n i t 

which I described as Sections 15, 22 and p a r t s of 23. 

Q. Now, there are some gas w e l l s i n Sections 3 

and 4 and 10. Are those c u r r e n t l y not producing? 

A. The r e s e r v o i r engineer i s going t o show 

Q. You're saying the remainder of the u n i t , 

A. O r i g i n a l l y , t h e r e was a l i t t l e b i t of gas 

those . 

EXAMINER CATANACH: I have no f u r t h e r 

questions at t h i s t i m e . 

Any other questions of t h i s witness? She 
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may be excused. 

WILLIAM R. LANCASTER 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. For the r e c o r d , would you please s t a t e your 

name and place of residence? 

A. W i l l i a m R. Lancaster, Houston, Texas. 

Q. Mr. Lancaster, by whom are you employed? 

A. S h e l l Western E x p l o r a t i o n and P r o d u c t i o n . 

Q. In what c a p a c i t y , s i r ? 

A. As a r e s e r v o i r engineer. 

Q. Mr. Lancaster, have you appeared before the 

D i v i s i o n and had your q u a l i f i c a t i o n s as an expert i n 

the f i e l d of r e s e r v o i r e n g i n e e r i n g accepted and made a 

matt er of record? 

A. Yes . 

Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n f i l e d 

by S h e l l Western under c o n s i d e r a t i o n today? 

A. Yes , I am. 

MR. PEARCE: Mr. Examiner, at t h i s time I 

would ask Mr. Lancaster be recognized as an expert i n 

the f i e l d of r e s e r v o i r e n g i n e e r i n g . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 
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Q. Mr. Lancaster, you have some i n f o r m a t i o n . 

Would you please d i s c u s s i o n t h a t f o r the Examiner? 

A. I n t h i s p o r t i o n of the t e s t i m o n y , I would 

l i k e t o cover how, as operator of the D r i n k a r d u n i t , 

S h e l l Western has changed t h e i r concept as to the 

makeup of the gas reserves and how t h i s has r e l a t e d t o 

the need f o r gas zone i n j e c t i o n . 

As i l l u s t r a t e d by the g e o l o g i s t , t h e r e i s a 

revi s e d d e s c r i p t i o n and c o n s i d e r a b l y l e s s pore volume 

of the f r e e gas than was o r i g i n a l l y t h o u g h t , but we do 

not a n t i c i p a t e any change i n the i n i t i a l e s t imate of 

54 b i l l i o n cubic f e e t of gas t h a t was given when we 

formed the u n i t . 

The basis f o r t h i s statement i s our 

observed performance of the u n i t and t e s t s t h a t we've 

made on d i f f e r e n t zones t h a t have i f confirmed (1) 

t h a t the gas zones are l a r g e l y d e p l e t e d and have a 

bottom hole pressure of something i n the range of 250 

p s i and (2) t h a t some 95 percent of the gas i s coming 

from w e l l s t h a t are completed i n the o i l column. 

Now, t o demonstrate what we mean when we 

say the gas zones are d e p l e t e d , I would l i k e t o c a l l 

your a t t e n t i o n t o E x h i b i t 12. That i s a p l o t of the 

pressure as given i n the D r i n k a r d Unit versus the 

u l t i m a t e recovery t h a t you would r e c e i v e from a gas 
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zone . 

On the Y a x i s we have the D r i n k a r d pressure 

t h a t would range from 0 t o 2400 pounds, and on the X 

axi s i s the recovery of u l t i m a t e , from 0 t o 100 

per c e n t , assuming an abandonment pressure of 100 p s i . 

As you can see on t h i s p l o t , at 250 p s i 

we've recovered some 95 percent of the u l t i m a t e o i l . 

Now, one of the t h i n g s t h a t we found i n order t o 

con f i r m what we had seen here, t h a t were these zones 

r e a l l y d e p l e t e d , we went i n and t e s t e d e i g h t w e l l s . 

These e i g h t w e l l s are shown on E x h i b i t 13, t h e i r 

l o c a t i o n . 

This i s the same e x h i b i t as was shown on 5, 

except t h a t we've in c l u d e d i n the lower r i g h t - h a n d 

corner a t a b u l a t i o n of the w e l l s t h a t we've t e s t e d , 

the zones, and the r a t e s and the bottom hole pressures 

t h a t we observed. 

These w e l l s were s c a t t e r e d across the u n i t , 

and we've s e l e c t e d four B l i n e b r y Zone 1 and four Tubb 

to t e s t the comp l e t i o n s . The northernmost w e l l , 201, 

was a B l i n e b r y w e l l t h a t we were unable t o e s t a b l i s h 

p r o d u c t i o n i n even though we spent e x t e n s i v e time and 

money t r y i n g t o b r i n g i t i n . I t s average bottom hole 

pressure, t h a t we measured l a t e r a f t e r an extended 

s h u t - i n p e r i o d was only 135 pounds. 
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The t e s t r a t e s t h a t you can see range from 

20 t o 72 Mcf per day and r e a l l y are uneconomical. 

Several of the w e l l s , I might p o i n t o u t , you t a l k e d 

about the gas w e l l s i n Sections 3 — or 2 and 10, these 

w e l l s , although we t e s t e d them as gas w e l l s , the gas 

zones a c t u a l l y produced as o i l w e l l s , produced w i t h 

r a t h e r low g a s / o i l r a t i o s . 

These r a t e s , which average probably some 33 

Mcf per day, are e s s e n t i a l l y uneconomical and we can't 

r e a l l y a f f o r d t o make any a d d i t i o n a l recompletions at 

t h i s r a t e . The p i p e l i n e s f e e l the same way. I n f a c t , 

the p i p e l i n e s refused t o hook up the l a s t three w e l l s 

we had, and the only way we were able t o t e s t them was 

to r e c e i v e permission from the Commission t o t e s t them 

through our u n i t f a c i l i t i e s r a t h e r than have the 

p i p e l i n e s hook up to them. 

What we've seen here where we've seen these 

low rates i s r e a l l y c o n s i s t e n t w i t h what we've seen i n 

the f i e l d i n our o b s e r v a t i o n s , i n t h a t when we would 

recomplete w e l l s , squeeze o f f the gas zones and 

recomplete i n t o the o i l zones, we would see l i t t l e or 

no change i n the gas ra t e of the producing w e l l . Now, 

given t h i s s o r t of p r o d u c t i o n and performance, I would 

l i k e t o - -

Q. Excuse me. Before we do t h a t , Mr. 
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Lancaster, I want t o back up, please, t o E x h i b i t 12. 

You i n d i c a t e d t h a t t h i s e x h i b i t i n d i c a t e s t h a t 95 

percent of the gas has been recoverable gas from the 

gas zone so f a r ? I s t h a t what i t says? 

A. Yes. 

Q. I apologize f o r i n t e r r u p t i n g . Let's go t o 

14 . 

A. I n E x h i b i t 14 we have two pie c h a r t s . The 

upper pie c h a r t i s our gas p r o d u c t i o n as of mid-1990 

and the lower one i s our gas rese r v e s . Given the 

p r o d u c t i o n t h a t we see i n these seven w e l l s t h a t we 

produced, plus the other three gas producers t h a t are 

completed i n the gas zones o n l y , the t o t a l gas 

pr o d u c t i o n from the gas w e l l s i n t h i s f i e l d i s about 

f i v e percent . 

Given f i v e percent of the gas p r o d u c t i o n 

we've assumed we have f i v e percent of the reserves 

remaining i n the gas zones. Given t h i s gas 

p r o d u c t i o n , and I would l i k e t o draw your a t t e n t i o n t o 

E x h i b i t 15, which i s a p l o t , a comparison of the p l o t 

of the f o r e c a s t of the gas p r o d u c t i o n as given i n 1987 

and the c u r r e n t 1990 f o r e c a s t . 

There's two s i m i l a r i t i e s and two 

d i f f e r e n c e s i n these. The s i m i l a r i t i e s are t h a t we 

have assumed or recommended—we base the reserves the 
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same i n both cases, the y ' r e 54.7 Bcf of gas. The 

t o t a l r a t e of p r o d u c t i o n r e a l l y hasn't changed very 

much. Our t o t a l r a t e t h a t we now f o r e c a s t i s about 

e q u i v a l e n t t o what they had f o r e c a s t then. 

The d i f f e r e n c e s i n what we see i s i n the 

makeup of the gas. Where we see s i g n i f i c a n t amounts 

of the gas now coming from the o i l column and only 

minor from the gas zones, we've extended the l i f e from 

2018 t o 2033 t o t i e i n t o the o i l f o r e c a s t s t h a t we're 

going t o show a l i t t l e l a t e r . 

Now, given the evidence t h a t we've seen, 

where we have gas caps i n s t e a d of gas zones, where we 

have i n d i c a t i o n s t h a t t here's some communication by 

s i m i l a r i t i e s i n pressures, t h e r e ' s a concern t h a t 

r e p r e s s u r i n g the o i l column t o 1,000 pounds or more 

could r e s u l t i n d i s p l a c i n g some of the secondary o i l 

i n t o the gas cap. And, under t h i s s c e n a r i o , we could 

lose at l e a s t a m i l l i o n b a r r e l s of the 15 m i l l i o n 

b a r r e l s of secondary recovery. And, t o prevent these 

l o s s e s , we would propose t o i n c l u d e the gas zones as 

p a r t of our i n j e c t i o n . 

We would a n t i c i p a t e no lo s s i n gas reserves 

as a r e s u l t of t h i s and co n c e i v a b l y could a c t u a l l y 

have a s l i g h t increase i n the gas reserves by 

i n j e c t i n g water i n t o a depleted gas zone. 
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So, i n summation, I would l i k e t o say t h a t 

we see no c u r r e n t — b e c a u s e we've seen a change i n the 

makeup, we see no c u r r e n t change i n the u l t i m a t e gas 

recovery; t h a t 95 percent of the gas we now b e l i e v e i s 

coming from w e l l s completed i n the o i l column; the gas 

zones are l a r g e l y d e p l e t e d , which was confirmed w i t h 

bhe completion of e i g h t w e l l s , f o u r completed i n the 

rubb and four completed i n the B l i n e b r y . 

A d d i t i o n a l gas zones recompletion are 

jneconomical, and based on t h i s we would recommend 

t h a t the NMOCD e l i m i n a t e the gas w e l l c l a s s i f i c a t i o n 

which would a l l o w us t o increase our o p e r a t i n g 

e f f i c i e n c y and t o maximize the u l t i m a t e recovery of 

gas and o i l . 

MR. PEARCE: Mr. Examiner, at t h i s time Mr. 

Lancaster has completed h i s d i s c u s s i o n of the 

r e s e r v o i r e n g i n e e r i n g aspects of the case and he i s 

a v a i l a b l e f o r q u e s t i o n i n g on those. 

I f I may, a f t e r he has been questioned 

about r e s e r v o i r e n g i n e e r i n g , I would l i k e t o excuse 

Mr. Lancaster, b r i n g on our t h i r d w i t n e s s , and then 

subsequently b r i n g Mr. Lancaster back t o discuss u n i t 

o p e r a t i o n s since f o r m a t i o n of the u n i t and approval of 

the w a t e r f l o o d . But r e s e r v o i r e n g i n e e r i n g i n f o r m a t i o n 

i s now before you. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lancaster, how would the i n j e c t i o n of 

water i n t o these gas zones increase your gas 

production? 

A. I t would be very n e g l i g i b l e , but when you 

have de p l e t e d gas and no more gas t o recover, 

i n j e c t i n g water could p o s s i b l y move some water i n t o 

the drainage area of your gas w e l l . Some gas. 

Q. Do you propose t h i s i n the e n t i r e u n i t , t o 

i n j e c t water i n t o these gas zones i n the e n t i r e u n i t ? 

A. I n s e l e c t e d w e l l s , yes; not every w e l l . 

Q. You don't propose to exclude the southwest 

s t r u c t u r a l l y high gas zones? 

A. I n i t i a l l y we probably would, yes, u n t i l we 

get i t completely d r a i n e d . 

Q. So you would continue t o produce the gas i n 

the southwest q u a r t e r , t h a t p o r t i o n ? 

A. That we have, yes. 

Q. I s most of the gas p r o d u c t i o n from gas 

w e l l s coming from t h a t southwest p o r t i o n of t h a t u n i t ? 

A. Yes, i t i s . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have of the witness at t h i s t i m e . 

MR. STOVALL: I j u s t have one probably 
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naive q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. The w e l l s t h a t are i d e n t i f i e d as gas w e l l s 

at the present t i m e , are they p e r f o r a t e d i n the o i l 

column? 

A. No, they are completed. 

Q. They're s t r i c t l y i n the gas? 

A. Only i n the gas column. 

Q. Can they be? Are they d r i l l e d through to 

the o i l ? Could they be converted t o o i l p r o d u c t i o n 

w i t h o u t a n y — 

A. Some of them. I would have t o look and 

t e l l you which ones. Probably 

Q. Do you have any i n t e n t to t r y t o make them 

i n t o i n t o o i l w e l l s ? 

A. No. 

MR. STOVALL: That's a l l I need to know. 

EXAMINER CATANACH: Mr. Pearce, why don't 

we take a 10-minute break now. 

(Thereupon, a recess was ta k e n . ) 

EXAMINER CATANACH: Let's proceed, Mr. 

Pearce. 

MR. PEARCE: Thank, you, Mr. Examiner. 

JOE D. RAMEY 
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the witness h e r e i n , a f t e r having been f i r s t d u l y sworn 

upon h i s oa t h , was examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. For the r e c o r d , s i r , would you please s t a t e 

your name and place of residence? 

A. Joe D. Ramey, Hobbs, New Mexico. 

Q. Mr. Ramey, have you been r e t a i n e d by S h e l l 

Western E & P , I n c . t o t e s t i f y i n regard t o the matter 

under c o n s i d e r a t i o n today? 

A. Yes, I have. 

Q. And have you p r e v i o u s l y appeared before the 

D i v i s i o n or one of i t s Examiners and had your 

c r e d e n t i a l s accepted as an expert i n the f i e l d of o i l 

and gas r e g u l a t o r y matters? 

A . Yes, I have. 

MR. PEARCE: Mr. Examiner, at t h i s time I 

would ask t h a t Mr. Ramey be so accepted. 

EXAMINER CATANACH: He i s so accepted. 

Q. At t h i s t i m e , Mr. Ramey, would you desc r i b e 

f o r us b r i e f l y the purpose of your testimony today? 

A. The purpose of my testimony i s t o 

i l l u s t r a t e the d i f f e r e n c e s i n casinghead a l l o w a b l e s 

under the present r u l e s and the proposed new r u l e s . 

MR. PEARCE: Mr. Examiner, at t h i s time I 
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would l i k e t o b r i e f l y s k i p over E x h i b i t 16 and w e ' l l 

r e t u r n t o t h a t e x h i b i t when Mr. Lancaster r e t u r n s . 

Q. Mr. Ramey, at t h i s time I would l i k e f o r 

you t o address your a t t e n t i o n t o E x h i b i t No. 17, 

please, and de s c r i b e t h a t e x h i b i t f o r the Examiner and 

those i n attendance? 

A. This e x h i b i t i l l u s t r a t e s the a l l o w a b l e s or 

the top casinghead gas a l l o w a b l e s or gas al l o w a b l e s i n 

the North Eunice Bline b r y - T u b b - D r i n k a r d Pool. 

The f i r s t t h r e e l i n e s are the c u r r e n t 

a l l o w a b l e s f o r a 40-acre North Eunice o i l w e l l , which 

i s 107 b a r r e l s per day times the l i m i t i n g g a s / o i l 

r a t i o of 6,000 cubic f e e t per b a r r e l . The B l i n e b r y 

gas w e l l , t h a t ' s the average d a i l y a l l o w a b l e based on 

the l a s t year's p r o d u c t i o n f o r a l l o w a b l e s f o r a 

160-acre u n i t , and the same w i t h the Tubb. 

Under the heading " P o t e n t i a l Gas Allowables 

Mcf Per Day f o r a 160-Acre T r a c t , " under the c u r r e n t 

r u l e s a f u l l y developed 160-acre t r a c t would have four 

North Eunice Bl i n e b r y - T u b b - D r i n k a r d o i l w e l l s , one 

B l i n e b r y gas w e l l and one Tubb gas w e l l s , which would 

give you a d a i l y gas a l l o w a b l e of 3468 Mcf. 

Under the c u r r e n t r u l e s , the f u l l y 

developed t r a c t would only go down t o four net North 

Eunice Bl i n e b r y - T u b b - D r i n k a r d o i l w e l l s . 
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Q. That's i f the gas w e l l c l a s s i f i c a t i o n i s 

dropped from the pool r u l e s , i s t h a t c o r r e c t ? 

A. Yes, t h a t ' s r i g h t , and then the gas w e l l s 

would t u r n out t o be second w e l l s on a p r o r a t i o n u n i t , 

and the a l l o w a b l e would be 2568 Mcf per day. 

Q. A f t e r d e t e r m i n i n g what the a l l o w a b l e f o r an 

average 160-acre t r a c t would be, under the c u r r e n t 

r u l e s and then c u r r e n t r u l e s w i t h o u t a gas w e l l 

c l a s s i f i c a t i o n , have you attempted t o determine the 

average producing c a p a b i l i t y of c e r t a i n 160-acre 

t r a c t s w i t h i n the u n i t area? 

A. Yes, I have, and t h a t ' s i l l u s t r a t e d on 

E x h i b i t 18. There are nine t r a c t s l i s t e d which 

encompass what we consider the higher gas producing 

area of the p o o l . They are i n the southwest p o r t i o n 

of the p o o l . Each square i l l u s t r a t e d i s a 160-acre 

t r a c t . And, as you can see, the f a r t h e s t n o r t h 

160-acre t r a c t i s the h i g h e s t gas-producing t r a c t , and 

i t makes around 1300 Mcf per day. 

Q. As I understand i t , once again t h i s i s the 

area of highest gas p r o d u c t i v i t y i n the u n i t area? 

A. Yes, i t i s . This i s approximately 

o n e - t h i r d of the 160-acre u n i t s , and i t produces about 

t w o - t h i r d s of the gas t h a t i s being produced c u r r e n t l y 

from the p o o l s . 
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Q. Let's look at E x h i b i t s 17 and 18 t o g e t h e r . 

hs I understand the i n f o r m a t i o n you've presented, the 

highest 160-acre gas-producing t r a c t now c u r r e n t l y can 

produce about 1300 Mcf a day, w i t h an average c u r r e n t 

a l l o w a b l e of perhaps 3468 Mcf, and i f you s u b t r a c t out 

the gas w e l l s , t h a t a l l o w a b l e would be about 2500, i s 

th a t c o r r e c t ? 

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

Q. Mr. Ramey, when you look at the average 

al l o w a b l e s which would be a v a i l a b l e t o w e l l s w i t h i n 

the North Eunice B l i n e b r y - T u b b - D r i n k a r d O i l and Gas 

Pool and you compare t h a t w i t h the 160-acre t r a c t ' s 

producing a b i l i t y , do you b e l i e v e t h a t i t i s necessary 

to have c o n t r o l s on the gas p r o d u c t i o n w i t h i n the u n i t 

area? 

A. No, I don't t h i n k t h a t ' s necessary at a l l . 

I t h i n k we've shown today t h a t what we have at t h i s 

time i n the pool i s e s s e n t i a l l y a s o l u t i o n gas 

r e s e r v o i r , and so we have a w a t e r f l o o d i n a s o l u t i o n 

gas r e s e r v o i r at t h i s t i m e . 

And I would, you know, l i k e t o throw 

something out f o r the Examiner's c o n s i d e r a t i o n . I f 

y o u ' l l r e f e r t o Rule 7 0 1 ( F ) ( 3 ) , i t says, "Allowables 

i n w a t e r f l o o d s are equal t o the a b i l i t y t o produce, 

and they are not s u b j e c t to the depth bracket 
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a l l o w a b l e . " So the Examiner might consider t r e a t i n g 

t h i s w a t e r f l o o d as any other w a t e r f l o o d i s t r e a t e d i n 

the s t a t e . 

Q. Mr. Ramey, do you b e l i e v e t h a t the 

e l i m i n a t i o n of the gas w e l l c l a s s i f i c a t i o n from the 

r u l e s governing the North Eunice Pool and a l l o w i n g 

t h a t pool t o be r e g u l a t e d under normal w a t e r f l o o d 

r u l e s i s i n the best i n t e r e s t of the p r e v e n t i o n of 

waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

A. Yes. 

Q. Mr. Ramey, do you have a n y t h i n g f u r t h e r at 

t h i s time? 

A. I t h i n k n o t . I t h i n k j u s t to add a l i t t l e 

something, these are c u r r e n t gas r a t e s and we have, 

you know, every i n d i c a t i o n i s t h a t these gas ra t e s 

w i l l d e c l i n e as the i n j e c t i o n volume increases and we 

s t a r t r e a l i z i n g f i l l - u p . I t h i n k the gas volumes w i l l 

d e c l i n e , so I don't t h i n k t h e r e w i l l be any a d d i t i o n a l 

gas or a d d i t i o n a l gas volumes produced on a d a i l y 

basis or a monthly b a s i s . 

MR. PEARCE: Mr. Examiner, I have n o t h i n g 

f u r t h e r of t h i s witness at t h i s t i m e . He's a v a i l a b l e 

f o r q u e s t i o n i n g . 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Ramey, on E x h i b i t 18, where's the gas 

coming from on these t r a c t s ? Are they from gas w e l l s 

or does t h a t also i n c l u d e o i l w e l l s ? 

A. There are gas w e l l s on those t r a c t s . I 

t h i n k the t r a c t , the 1300 t r a c t has four o i l w e l l s or 

four North Eunice Bl i n e b r y - T u b b - D r i n k a r d w e l l s and a 

Tubb gas w e l l and a B l i n e b r y gas w e l l . 

Q. So most of these t r a c t s do c o n t a i n some o i l 

w e l l s t h a t are producing gas? 

A. Yes. There are four o i l w e l l s on each of 

these t r a c t s . 

Q. There are? I n a d d i t i o n t o — 

A. Or thre e w e l l s and an i n j e c t i o n w e l l , but 

b a s i c a l l y four North Eunice B l i n e b r y - T u b b - D r i n k a r d 

w e l l s on each of the t r a c t s . 

Q. And each of the t r a c t s also has a gas w e l l ? 

A. No, I don't t h i n k — not each of them. 

MR. PEARCE: No. 

EXAMINER CATANACH: That's a l l r i g h t . I 

can get t h a t from the other e x h i b i t here. 

EXAMINATION 

BY MR. STOVALL: 

Q. Mr. Ramey, l e t me c l a r i f y . E x h i b i t 18, the 
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squares drawn w i t h the numbers i n them are s e c t i o n s , 

160-acre t r a c t s ? 

A. Yes, th e y ' r e 160-acre t r a c t s . 

Q. The four 160-acre t r a c t s , 100 i n the 

nort h w e s t , 200 i n the n o r t h e a s t , 1100 i n the southeast 

and 1000 southwest, i s the southwestmost s e c t i o n of 

the u n i t , i s t h a t c o r r e c t ? I don't see the number on 

the e x h i b i t ? 

A. A l l of Section 22, would i t be the west 

h a l f of Section 23, and a l l but the no r t h e a s t q u a r t e r 

of Section 15 i s what the area encompasses. I t ' s 

e s s e n t i a l l y the area t h a t Ms. Corder o u t l i n e d i n her 

tes t i m o n y . 

I f y o u ' l l look up i n the upper r i g h t - h a n d 

corner of the e x h i b i t , t h e r e ' s a small u n i t o u t l i n e d 

w i t h the 160-acre t r a c t s o u t l i n e d i n them. 

MR. STOVALL: I j u s t wanted t o be sure my 

i n t e r p r e t a t i o n of t h a t was c o r r e c t . 

EXAMINER CATANACH: Mr. Ramey, d i d you give 

a percentage of the amount of gas t h a t ' s being 

produced from t h i s area r i g h t here? 

THE WITNESS: Yes, about t w o - t h i r d s of the 

gas comes from t h i s a p p r o x imately o n e - t h i r d of the 

u n i t . 

MR. STOVALL: Approximately how much of the 
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gas coming from t h i s area d e l i n e a t e d comes from the 

gas w e l l s ? Do you have t h a t i n f o r m a t i o n ? 

MR. PEARCE: Counselor, I t h i n k when we get 

Mr. Lancaster back on, he may have d e t a i l e d p r o d u c t i o n 

records from each of those w e l l s and we can probably 

f i g u r e t h a t out w i t h him i f y o u ' l l hold o f f on t h a t 

q u e s t i o n f o r a couple of minutes. 

MR. STOVALL: I can do t h a t . 

EXAMINER CATANACH: Any f u r t h e r questions? 

The witness may be excused. 

MR. PEARCE: Mr. Lancaster, i f you would 

r e t u r n , please. 

WILLIAM L. LANCASTER 

the witness h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

sworn upon h i s oa t h , was examined and t e s t i f i e d 

f u r t h e r as f o l l o w s : 

EXAMINATION 

BY MR. PEARCE: 

Q. Before we go, Mr. Lancaster, t o the second 

p a r t of your t e s t i m o n y , I would ask you to look at the 

previous e x h i b i t s t h a t Ms. Corder i n t r o d u c e d , and i t 

may be t h a t 13 i s the best e x h i b i t t o use. We were 

having some questions from the Examiner and Counsel 

about r e l a t i v e p r o d u c t i o n i n the study area. Can you 

address those f o r us? 
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A. Yes. The gas p r o d u c t i o n from the gas w e l l s 

p r i m a r i l y comes from t h i s area. There are two gas 

producers l i s t e d t h a t are not i n c l u d e d i n t h i s area, 

and t h e y ' r e 305 and 405, t h a t make 70 Mcf a day. 

Q. Where are the w e l l s you j u s t mentioned? 

A. They're up here i n Section 2 and 15 — 2 and 

10. I beg your pardon. 201 i s not produ c i n g . 

So what you r e a l l y see i n E x h i b i t 18 i s 

tha t the 1300, the 160 acres w i t h 1300 Mcf a day has 

two gas w e l l s , one of which i s very m a r g i n a l . 

160 acres south of t h a t w i t h 1000 Mcf a day 

has fou r w e l l s and no gas w e l l s . The two leases south 

of t h a t have three o i l w e l l s and one gas w e l l each. 

And the gas w e l l s make maybe 150 Mcf a day each. 

EXAMINATION 

BY MR. STOVALL: 

Q. I n each of those areas? 

A. No, j u s t the two southern w e l l s . 

Q. When you're saying the two, down i n Section 

22? 

A. The west h a l f of Section 22, yes. 

Q. Okay. I t appears t o me t h e r e ' s a gas w e l l 

i n the northwest q u a r t e r , a gas w e l l i n the southwest 

quarter and a gas w e l l i n the n o r t h e a s t q u a r t e r , i s 

th a t c o r r e c t , of Section 22? 
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A. Yes. 806 i s e s s e n t i a l l y shut i n . 804 and 

902 are the two gas w e l l s . 

Q. And those each make about 150 Mcf? 

A. Approximately. 

Q. So t h e y ' r e making t h e i r p r o p o r t i o n a t e share 

of the gas, a p p r o x i m a t e l y , i s what you're s a y i n g , i s 

t h a t c o r r e c t ? The o i l w e l l s are making as much or 

more gas than those w e l l s ? 

A. The o i l w e l l s make as much or more gas than 

the gas w e l l s do. 

Q. I s t h a t t r u e i n Section 15 as w e l l , where 

i t looks l i k e t h e r e ' s fou r gas w e l l s t h a t appear i n 

the area of study i n Section 15, two i n the northwest 

and two i n the southeast? 

A. E s s e n t i a l l y the o i l w e l l s probably make the 

m a j o r i t y of the p r o d u c t i o n . And then, from t h e r e , 

n o r t h , we have l i t e r a l l y no gas p r o d u c t i o n from the 

gas . 

Q. Let me make sure I understand your concern 

on why you're seeking the r u l e changes. One i s t h a t 

by c l a s s i f y i n g these as gas w e l l s , t h e y ' r e s u b j e c t t o 

p r o r a t i o n and l i m i t a t i o n s on p r o d u c t i o n , i s t h a t 

c o r r e c t ? I s t h a t one of your concerns? 

A. Our concern here i s t h a t — w e l l , we have 

s e v e r a l concerns. One i s t h a t we have t o t r e a t them 
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s e p a r a t e l y and produce them through the p i p e l i n e and 

t h i s i s a problem. So, we would l i k e t o produce them 

through the u n i t f a c i l i t i e s and j u s t k ind of put them 

i n w i t h the u n i t . And accounting f o r them and keeping 

them separate i s a very d e f i n i t e burden. The few gas 

w e l l s we have, we would j u s t l i k e t o put i n w i t h the 

r e s t of the o i l w e l l s and produce them u n t i l they 

d e p l e t e , and then abandon them. 

MR. PEARCE: I f I may c l a r i f y , under the 

previous order t h e r e was a requirement t h a t the gas 

w e l l s be squeezed so t h a t they are only open i n the 

gas zones. We're before you because, as shown by 

E x h i b i t 13, when S h e l l d i d t h a t t o e i g h t w e l l s , i t got 

very marginal gas producers. 

S h e l l i s being f o r c e d t o do ex t e n s i v e 

workover on a number of w e l l s , and the previous order 

r e q u i r e d us t o keep, I b e l i e v e , the number was, 22 gas 

w e l l s i n the u n i t area. I n f a c t , the l a s t three 

w e l l s , as the previous witness mentioned, the l a s t 

t h r e e w e l l s t h a t were d r i l l e d , the p i p e l i n e was not 

w i l l i n g t o l a y l i n e t o connect them, they were 

producing so l i t t l e gas. 

So, we're i n a s i t u a t i o n i n which the 

present order r e q u i r e s us t o produce gas w e l l s t h a t 

are not even m a r g i n a l l y economic, and the cost of 
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| 

\ j 

doing t h a t , plus the a d m i n i s t r a t i v e burden of 

m a i n t a i n i n g separate gas w e l l records and 

c l a s s i f i c a t i o n , we b e l i e v e , i s unnecessary. 

MR. STOVALL: R e f e r r i n g t o the e i g h t w e l l s , 

Mr. Pearce, those are the e i g h t on E x h i b i t 13 t h a t are 

blocked i n red? 

MR. PEARCE: That i s c o r r e c t . 

Q. (BY MR. STOVALL) And what would you 

propose t o do w i t h those w e l l s i f the r e l i e f you're ! 

seeking i n t h i s h earing i s granted? 

A. We would b a s i c a l l y produce them to t h e i r 

economic l i m i t , or produce them u n t i l - - I f any one of 

them had a mechanical f a i l u r e , i t would be abandoned 

because we j u s t could not a f f o r d t o work i t over. 

Q. I t h i n k you t o l d me b e f o r e , t h e r e would be 

no i n t e n t to put them i n the o i l column or t u r n them 

i n t o o i l w e l l s , i f you e l i m i n a t e t h a t c l a s s i f i c a t i o n ? j 
j 

A. R i g h t . ! 

MR. STOVALL: Would it be possible to amend \ 

the order or get an exception t o r u l e s t o a l l o w the ! 

gas from gas w e l l s t o go through the u n i t o p e r a t i o n ? i 

What would cause a problem as f a r as seeking t h a t j 
j 

r e l i e f ? ! 
i 

MR. PEARCE: W e l l , the present o r d e r , as I ! 

mentioned, r e q u i r e s us t o m a i n t a i n a set number of gas 
i 
j 
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w e l l s i n the u n i t so t h a t we have a problem of system 

t h a t the gas can go th r o u g h , we have a problem of 

c o n v e r t i n g w e l l s w i t h uneconomic workovers, we have a 

problem of dual a d m i n i s t r a t i o n through the Hobbs 

o f f i c e , w i t h marginal w e l l s being s u b j e c t t o the gas 

p r o r a t i o n i n g system. 

The witness has i n d i c a t e d t h a t t h e i r 

i n t e n t i o n i s t o produce these w e l l s t o t h e i r economic 

l i m i t and e v e n t u a l l y t h e r e j u s t won't be any s t r a i g h t 

gas w e l l s i n t h i s area because S h e l l has no i n t e n t i o n 

of d r i l l i n g a d d i t i o n a l gas w e l l s . 

Q. (BY MR. STOVALL) I s t h e r e any a l l o w a b l e 

problem w i t h respect to the o i l w e l l s i n the u n i t , 

based on a GOR or anyt h i n g of t h a t nature? 

A. No. The average p r o d u c t i o n here i s around, 

l i k e we s a i d , 560 b a r r e l s of o i l w i t h 11,600 Mcf per 

b a r r e l of gas. The problem i s having to separate the 

gas i n our work, day-to-day work, separate and 

accounting separate and keeping i t separate from the 

o i l i n j u s t some of the w e l l s , having t o squeeze i t 

o f f . And t h i s i s a very expensive o p e r a t i o n , 

something t h a t we would r a t h e r not have t o do. 

MR. STOVALL: I don't have any f u r t h e r 

questions at t h i s t i m e . 

MR. PEARCE: A l l r i g h t . 
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EXAMINATION 

BY MR. PEARCE: 

Q. At t h i s p o i n t , Mr. Lancaster, l e t ' s go back 

and I would ask you t o pick out E x h i b i t 16. 

MR. PEARCE: I n t h i s p a r t of our t e s t i m o n y , 

Mr. Examiner, we want to have Mr. Lancaster provide an 

overview of u n i t and w a t e r f l o o d o p e r a t i o n s since 

f o r m a t i o n . 

A. One of the requirements i n the o r i g i n a l 

pool orders were t h a t a f t e r t h r e e years we would come 

before you and show cause why the pool r u l e s should be 

made permanent. That's what we're doing i n t h i s 

p o r t i o n of the te s t i m o n y , i s f u l f i l l i n g t h a t 

requ irement . 

What we w i l l do i s show t h a t the w a t e r f l o o d 

i n our o p i n i o n i s performing s a t i s f a c t o r i l y and we 

would recommend t h a t the pool r u l e s , w i t h s l i g h t 

m o d i f i c a t i o n s , be made permanent. 

To date we have expended some $18.4 m i l l i o n 

or 92 percent of the t o t a l $20 m i l l i o n t h a t w i l l be 

spent t o i n s t a l l t h i s w a t e r f l o o d as i n i t i a l l y 

recommended. The f a c i l i t i e s are completed and most of 

the remaining expenditures w i l l be f o r w e l l work. 

Again, as s t a t e d e a r l i e r , our p r o d u c t i o n i s 

about 560 b a r r e l s of o i l a day and our gas i s 11,600 
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Mcf a day. Our i n j e c t i o n at 25,400 b a r r e l s a day i s 

the one t h i n g t h a t ' s l e s s than f o r e c a s t . However, we 

int e n d t o add a source w e l l and t h r e e co-op w e l l s 

o f f s e t t i n g the Cone acreage l a t e r t h i s year, and by 

the end of the year we would hope t o have i n j e c t i o n up 

to 35,000 b a r r e l s a day. 

P r o f i l e survey work has shown t h a t we put 

about 60 percent of the water i n t o the B l i n e b r y , f i v e 

percent i n t o the Tubb, and 35 percent i n t o the 

D r i n k a r d , and we t h i n k t h i s i s s a t i s f a c t o r y f o r an 

e f f e c t i v e w a t e r f l o o d . 

We've run a l a r g e number of bottom hole 

pressures, and we've observed a normal range of values 

and an average r e s e r v o i r pressure of something less 

than 250 p s i . We've also observed r e l a t i v e l y l i t t l e 

v e r t i c a l or h o r i z o n t a l v a r i a t i o n i n these pressures. 

I would l i k e t o draw your a t t e n t i o n t o 

E x h i b i t 16, which i s the c u r r e n t f o r e c a s t of the o i l 

p r o d u c t i o n f o r t h i s p o o l . Like the gas f o r e c a s t , 

t h e r e are s e v e r a l s i m i l a r i t i e s and d i f f e r e n c e s ; the 

s i m i l a r i t y being t h a t the reserves used i n t h i s 

f o r e c a s t were the same as those p r e d i c t e d back i n 

1987, of a l i t t l e over a m i l l i o n b a r r e l s of remaining 

primary and 15 m i l l i o n b a r r e l s of secondary o i l . 

The d i f f e r e n c e i s i n the time r e q u i r e d t o 

j 
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reach maximum p r o d u c t i o n or f i l l - u p . Given the f a c t 

t h a t we now e n v i s i o n most of the gas coming out of the 

o i l column, our f i l l - u p requirements are s i g n i f i c a n t l y 

higher and w i l l r e q u i r e a longer p e r i o d of t i m e . So, 

ins t e a d o f , say, s i x years, we now a n t i c i p a t e 

something l i k e 11 years t o f i l l up the r e s e r v o i r and 

the corresponding l e n g t h e n i n g of the l i f e from 2018 t o 

2033 . 

Q. Anything f u r t h e r , Mr. Lancaster? 

A. That's a l l I have. 

Q. Mr. Lancaster, you've s t u d i e d the 

op e r a t i o n s of the p o o l , the u n i t and the w a t e r f l o o d . 

Do you b e l i e v e t h a t the c o n t i n u a t i o n of the 

North Eunice B l i n e b r y - T u b b - D r i n k a r d Pool and the 

c o n t i n u a t i o n of w a t e r f l o o d o p e r a t i o n s i n t h i s area are 

in the best i n t e r e s t s of c o n s e r v a t i o n of n a t u r a l 

resou rces? 

A. Yes , I do . 

MR. PEARCE: Mr. Examiner, I have n o t h i n g 

f u r t h e r of t h i s witness at t h i s t i m e . He's 

a v a i l a b l e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lancaster, S h e l l doesn't plan t o i n j e c t 

i n t o the zones t h a t were p r e v i o u s l y thought to be gas, 
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i s t h a t c o r r e c t ? They don't plan t o a c t i v e l y i n j e c t 

i n t o those zones t h a t were thought t o be gas c a p s — 

A. Not i n t o what we a n t i c i p a t e t o be gas 

caps. Now, i n t o zones t h a t we have r e i n t e r p r e t e d t o 

have o i l , l i k e the downdip p o r t i o n of B l i n e b r y I I and 

the downdip of the Tubb, yes, we would probably 

a c t i v e l y i n j e c t i n t o those. 

Q. That would not i n c l u d e or would t h a t 

i n c l u d e the southwest p o r t i o n of the u n i t ? 

A. Not immediately, no. 

Q. You would deplete the gas out of those 

zones and then maybe go w i t h i n j e c t i o n ? 

A. Yes. And i t could be 10 years from now. 

I t wouldn't be i n the next immediate f u t u r e at a l l . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have of the w i t n e s s . 

MR. PEARCE: A couple of a d d i t i o n a l matters 

at t h i s t i m e , Mr. Examiner, i f I may. I would l i k e t o 

b r i n g the Examiner's a t t e n t i o n t o what we have marked 

as E x h i b i t No. 19. That's i s an A f f i d a v i t of s e r v i c e 

w i t h an attached l i s t of people r e c e i v i n g n o t i c e of 

t h i s case; and also t o what we've marked as E x h i b i t 

No. 20, which i s a d r a f t order i n t h i s matter adopting 

new pool r u l e s which have the e f f e c t of e l i m i n a t i n g 

the gas w e l l c l a s s i f i c a t i o n , r e t u r n i n g the w a t e r f l o o d 
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to normal w a t e r f l o o d o p e r a t i o n a l and r e g u l a t o r y 

procedures, and have the e f f e c t of conforming the 

w a t e r f l o o d order i t s e l f t o these changes of g a s / o i l 

c l a s s i f i c a t i o n e l i m i n a t i o n . 

I f you c o u l d , I would ask you to t u r n t o 

page 4 of the d r a f t o r d e r , E x h i b i t No. 20, and focus 

your a t t e n t i o n f o r a minute on proposed Rule No. 5. 

The l a s t p a r t of t h a t proposed r u l e has been added t o 

a p r e v i o u s l y e x i s t i n g North Eunice r u l e a f t e r 

d i s c u s s i o n s of t h i s matter w i t h o f f s e t o p e r a t o r s . 

I n a d d i t i o n t o t h a t , t h i s morning we have 

been asked t o add another phrase at the end of t h a t 

proposed r u l e . The l a s t p a r t of t h a t p r e s e n t l y reads 

t h a t S h e l l w i l l seek permission from such o f f i c e , and 

t h a t ' s the Hobbs 1s o f f i c e , before p e r f o r a t i n g the 

gas-bearing i n t e r v a l s of the B l i n e b r y Zones I and I I 

and any a d d i t i o n a l producing w e l l . 

To t h a t we have been asked t h i s morning t o 

add a phrase t h a t says " a f t e r g i v i n g n o t i c e t o o f f s e t 

o p e r a t o r s . " As I say, we've been asked by an o f f s e t 

operator to i n c l u d e t h a t p r o v i s i o n . S h e l l has no 

o b j e c t i o n t o t h a t . I would ask you t o amend the 

e x h i b i t to show the a d d i t i o n of t h a t phrase. 

At t h i s t i m e , Mr. Examiner, I would ask 

t h a t S h e l l Western E x h i b i t s 1 through 20 be admitted 
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i n t o t h i s r e c o r d . 

EXAMINER CATANACH: E x h i b i t s 1 through 20 

are hereby a d m i t t e d . 

MR. PEARCE: Thank you. Mr. Examiner, i f I 

may very b r i e f l y , S h e l l has appeared before you today 

seeking some changes t o the present r u l e s f o r the 

North Eunice B l i n e b r y - T u b b - D r i n k a r d O i l and Gas Pool. 

We appear because a f t e r almost t h r e e years of 

op e r a t i o n i n t h i s area we have gained a b e t t e r 

t e c h n i c a l petroleum e n g i n e e r i n g and g e o l o g i c a l 

understanding of the r e s e r v o i r , we have examined 

a v a i l a b l e cores and core data, we have c o l l e c t e d and 

analyzed d e t a i l e d cased hole l o g s u i t e s , we've 

reviewed d e t a i l e d o r i g i n a l c ompletion data, and we've 

conducted numerous bottom hole pressure surveys and 

zonal p r o d u c t i o n surveys. 

This data has been summarized f o r you today 

and demonstrates t h a t a small amount of remaining gas 

reserves can be produced from n e a r l y depleted gas caps 

but t h a t a pproximately 95 percent of gas p r o d u c t i o n 

from the North Eunice B l i n e b r y - T u b b - D r i n k a r d Pool i s 

being produced from the o i l column. 

Based on t h i s i n f o r m a t i o n , we are 

req u e s t i n g t h a t the temporary pool r u l e s e l i m i n a t e the 

minimum number of gas w e l l p r o v i s i o n and t h a t the gas 
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p r o r a t i o n i n g r e s t r i c t i o n s on p r o d u c t i o n from t h i s pool 

be e l i m i n a t e d . 

We've demonstrated t h a t such e l i m i n a t i o n 

w i l l not ad v e r s e l y a f f e c t u l t i m a t e recovery; t h a t , i n 

f a c t , i t may increase the e f f i c i e n c y and t h e r e f o r e the 

u l t i m a t e recovery from the p o o l , w i l l t h e r e f o r e 

prevent waste, and we're of the o p i n i o n t h a t i t w i l l 

not impair c o r r e l a t i v e r i g h t s of any i n t e r e s t owners 

i n the pool or surrounding the p o o l . 

Our E x h i b i t No. 20, as I've s a i d , i s a 

proposed order w i t h new r u l e s which have the e f f e c t of 

e l i m i n a t i n g t h a t gas w e l l c l a s s i f i c a t i o n , and the 

witnesses have t e s t i f i e d f o r you t h a t t h a t e l i m i n a t i o n 

w i l l be i n the best i n t e r e s t s of the p r e v e n t i o n of 

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

We, t h e r e f o r e , recommend t h a t the d r a f t 

order be reviewed and t h a t the proposed Rule 5, as we 

have suggested the amendment, and the other s p e c i a l 

pool r u l e s be adopted. Thank you, s i r . 

MR. STOVALL: Mr. Pearce, do we have the 

r e t u r n r e c e i p t cards on your — 

MR. PEARCE: I do not have them. We w i l l 

get them f o r you . 

MR. LANCASTER: I have them. 

MR. PEARCE: You have them w i t h you? 
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MR. LANCASTER: Yes. 

MR. PEARCE: I w i l l copy them immediately 

a f t e r the heari n g and put them i n the case f i l e . 

EXAMINER CATANACH: Mr. Pearce, i f I may, I 

have two questions f o r Ms. Corder. 

MR. PEARCE: C e r t a i n l y . Ms. Corder, can 

you come back please? 

LISA CORDER 

the witness h e r e i n , a f t e r having been p r e v i o u s l y d u l y 

sworn upon her oa t h , was examined and t e s t i f i e d 

f u r t h e r as f o l l o w s : 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Corder, Mr. Lancaster has t e s t i f i e d 

t h a t S h e l l may i n j e c t i n t o some of those p r e v i o u s l y 

bearing gas zones. 

Have you looked at any of the acreage 

surrounding the u n i t s , and do you have an o p i n i o n as 

to whether t h a t might have any d e t r i m e n t a l e f f e c t to 

any other o p e r a t o rs o u t s i d e of the u n i t ? 

A. I have not went and looked i n d e t a i l at the 

logs from w e l l s surrounding the u n i t area, but based 

on the f a c t or j u s t assuming t h e r e ' s s i m i l a r i t i e s 

between our u n i t area and the o f f s e t t i n g area, the 

p o r o s i t y s t r i n g e r s themselves are continuous l o c a l l y 
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but t h e y ' r e not continuous i n such a degree t h a t I 

t h i n k i t ' s r e a l l y going t o impair the o f f s e t t i n g 

o p e r a t o r s . E s p e c i a l l y the f a c t t h a t we don't plan 

i n j e c t i n g along the lease l i n e s u n t i l we get some s o r t 

of co-op agreement w i t h those o f f s e t t i n g o p e r a t o r s . 

So, i f we i n j e c t i n t o those gas caps, we're 

going t o be w e l l away from the lease l i n e unless we've 

g o t t e n approval from the o f f s e t t i n g o p e r a t o r s t o do 

so . 

EXAMINER CATANACH: Okay. That's a l l I 

have . 

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

MR. PEARCE: Nothing f u r t h e r , Mr. Examiner. 

EXAMINER CATANACH: Case 10052 w i l l be 

taken under advisement. 

MR. PEARCE: Thank you. 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

55 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) SS . 

COUNTY OF SANTA FE ) 

I , Carla Diane Rodriguez, C e r t i f i e d 

Shorthand Reporter and Notary P u b l i c , HEREBY CERTIFY 

t h a t the f o r e g o i n g t r a n s c r i p t of proceedings before 

the O i l Conservation D i v i s i o n was r e p o r t e d by me; t h a t 

I caused my notes t o be t r a n s c r i b e d under my personal 

s u p e r v i s i o n ; and t h a t the f o r e g o i n g i s a t r u e and 

accurate record of the proceedings. 

I FURTHER CERTIFY t h a t I am not a r e l a t i v e 

or employee of any of the p a r t i e s or a t t o r n e y s 

i n v o l v e d i n t h i s matter and t h a t I have no personal 

i n t e r e s t i n the f i n a l d i s p o s i t i o n of t h i s m a t t e r . 

WITNESS MY HAND AND SEAL August 30, 1990. 

i_ Hi.'*.- s </"" -A ts.iM.r *\ 
CARLA DIANE RODRIGUEZ'/ /' 
CSR No. 91 " ° 

My commission e x p i r e s : May 25, 1991 

I do hereby cerfify that the foregoing fs 
a complete record c f the proceedings In 
the Examiner hearina^of Case No. , 
heard by me on / T ^ O / 1 9 Q . 

Oi! Conservation Division 

CUMBRE COURT REPORTING 
(505) 984-2244 


