BEFORE THE OIL CONSERVATION COMMISSION
SANTE FE, NEW MEXICO
March 1hi, 1957
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IN THE MATTER OF:

Application of Amerada Petroleum Corporation for
an order promulgating pool rules, instituting

gas prorationing, creating a new gas pool and re-
delineating existing o0il and gas pools in the
Pennsylvanian formation underlying all or portions
of Sections 33, 34 and 35 of Township 11 South,
Range 33 East, and Sections 2,3,4,10 and 11 of
Township 12 South, Range 33 Bast, Lea County, New
Mexico. Applicant, in the above-styled cause,
seeks an order covering the following points:

(1) Extension of the horizontal limits, and
restrict the vertical 1limits of the Bagley
Pennsylvanian Gas Pool to the 9800 foot
zone of the Pennsylvanian formation,

(2) Create a new gas pool for the 8600 foot zone
of the Pennsylvanian formation underlylng all
or portions of the 8SW/lL SW/li, &£/2 SwWw/l., S&/l,
SE/L. NE/IL Sec. 33; S/2, S/2 N/2 Sec. 3l; in
Township 11 South, Range 33 Hast; and the N/2,
N/2 SE/L Sec. L; N/2, N/2 sW/l, S/l Sec. 3;
w/2 sw/ly Sec.:2; NE/lL Sec. 10; W/2 NW/l Sec. 11,
Township 12 South, Range 33 East, Lea County,
New Mexico,

(3) Restrict the vertical limits of the Bagley
Pennsylvanian (0il) Pool to that zone lying be-
tween the two proposed gas pools,

(It) Promulgate pool rules for both of the proposed
gas pools providing for gas prorationing and
6lj0-acre spacing therein.
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Before: The Honorable Hdwin L. Mechem
Murray Morgan
A, L, Porter
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MR. BUSHNELL: Mr. Chairman, I would like to make a statement
for the record before we prepare with swearing the witnesses or
before we start presenting testimony.

MR. PORTER: You may.

MR. BUSHNELL: This is Amerada's Application for delineating
horizontally and vertically two sand formations, gas sand forma-
tions, in the Pennsylvanian zone of the Bagley field. We have,
in presenting our exhibits, sometimes referred to the upper sand
as the Permo Pennsylvania, but it can be referred to as the
upper Pennsylvanian sand formation 8600 foot. In our exhibits,
as to the lower formation, we have referred to that as the
Pennsylvanian sand and sometimes as the 9800 foot sand. The man-
ner in which we are presenting this evidence may be, may appear
confusing. We will make every effort not to do so, but in present-
ing our exhibifs, we have duplicate purposes in presenting exhibits,
(1) first always as to the upper 8600 foot sand and next in order
will be a similar exhibit as to the lower 9800 foot sand.

(Marked Amerada's Exhibits No. 1 through
6 for indentification).

R. S. CHRISTIE, having been first duly sworn
testified as follows:
DIRECT EXAMINATION
BY MR. BUSHNELL:
Q Qould you state your name and the company for which you
are employed?
A R. S. Christie, Amerada Petroleum Corporation.

Q In what capacity are you employed?
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A Petroleum Engineer,

Q Have you appeared as a witness and testified before this
Commission in that capacity on prior occasions?

A Yes, sir.

Q@ Mr. Christie, I hand you what is marked Exhibit No. 1.
For the benefit of you who do not have copies, here is Exhibit
No. 1. Was this prepared by you or by one under your supervision?

A Yes, sir.

Q Will you state what it represents?

A Exhibit No. 1 1s a structure map drawn on top of the
Permo-Pennsylvanian or the top of the upper Pennsylvanian gas zone
contour intefval twenty feet.

2 What controls did you use in drawing those contour lines?

A Those points were selected from electric logs.

O

Is that true as to all of the area covered?

A Yes; sir.

Q Noted also are the lines running north and south and
those represent the area that will be included in the cross-sectio$
later?

A Yes, sir, the dashed line represents the line of cross-
section for the north-south cross-section and the east-west cross-
section.

Q All right. Now, referring to Exhibit No. 2, would you
state what that represents?

A Exhibit No. 2 is a structure map drawn on top of the, what
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we choose to call the 9800 foot Pennsylvanian zone or you might
call it the lower Pennsylvanian gas zone, on a contour interval of]
twenty feet. Likewlse the points of control on this Exhibit -were
taken from the electric logs. Outlined in green, I should have
mentioned, Exhibit No. 1, the outline in red is the limits of
what we think are producing, what we think is the producing area,
The outline in green on Exhibit 2 1s the outer limits of what we
think is the prodﬁctive limits of the 9800 foot zone.

Q@ Exhibit No. 2 was also prepared by you or one under your
supervision, isn't that correct?

A Yes, sir.

Q Referring to the proposed outline of this pool and referrii
to Exhibit No. 3, which is this one, would you state, was that pre
pared under your supervision?

A Yes, sir.

Q What does that purport to show?

A  Exhibit 3 1is a plat showing the‘outline of what we inter-
pret to be the productive area of the upper Pennsylvanian gas
zone. This control was based on drillstem tests and also on
electric logs,

Q I'1ll hand you what is marked Exhibit No. L, was this pre-
pared under your supervision?

A Yes, sir,

Q@ Would you state what that represents?

A Exhbit No. L depicts what we consider to be the pool out-
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line of the lower Pennsylivanian gas zone or what we designate as
the 9800 fooﬁ zone.

Q Now, referring to both Exhibits 3 and L, insofar as they
relate to the particular specific formations, Exhibit No. 3 as
the upper 8600 zone and No. I relating to the lower or 9800 foot
zone, in drawing your proposed outline of the area,did you have
equal control throughout?

A No. You'll notice on the west side of the field, we had
no control and that area was more or less picked from structure,
in other words, using our structure maps shown in Exhibit 1 and
2, so there may be some question sbout the limits of production
on the west side of the field,

9 8o that whereas on the east side of each of these two
areas the limits are based on controls from wells in whiéh we
know that represents the eastern limit of the productive portion
of the formation, on the western portion you had to draw i1t on
the basis of the structure, is that correct?

A Yes, sir,

Q@ Now, Mr, Christie, I hand you what is marked Exhibit No.
5. Was this prepared under your supervision?

A Yes, sir.

2 Would you state what that represents?

A Exhibit No. 5 is an east-west cross-section througn the
Bagley field, starting with Texas Pacific Coal and Cil Company

State C Account No. 2 well No. 1 and going eastward through
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Amerada's Caudle #2, Caudle #7 and Amerada's Mathers "A" 2,
Ameradats Caudle #5 and Amerada's State BT "I" #1 and Amerada's
State BT "C" #1, and Amerada's State BT "D", #5 and 3.

Q

L

Now I hand you what is marked Exhibit No. 6, was this
prepared under your supervision or by one under your supervision?

A Yes, sir,

Q Would you state what that represents?

A  Exhibit No. 6 is similarly a cross-section through the
Bagley field in a north-south direction, which begins with
Ameradal's the Caudle #l, going north to Caudle 3, Amerada's
Mathers #2 and Mathers #1, and Amerada's Caudle #5 and Amerada's
BT "N" #1, and incidentally that is Amerada Gulf BT "N" #1 and
Amerada's BL "N" #1,.

@ What do these two Exhibits No. 5 and 6 purport to show
with reference to the upper and lower Pennsylvanian formations?

A These Exhibits show the producing zones, the two producing
zones, the upper gas-zone which on Exhibit No., 6 is indicated in
yellow and the interval between the upper gas zone and the top of
the o0il zone and the bottom of the o0il zone and the interval
between the bottom of the oll zone and the top of the lower gas
zone which is designated the 90600 foot zone which is also colored
in yellow, where productive.

% Now, Mr, Christie, would you locate on Exhibit No. l and
describe 1ts location, of the Amerada Caudle #7 well. You could

locate it on Exhibit No. 1.
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A Amerada's Caudle #7 is located in the Northeast Juarter of
the Northwest Quarter of Section 3, Township 12, South Range 33
Bast.

Q In what manner 1s that well now completed?

A  The Amerada Caudle No. 7 was originally completed in the
Pennsylvanian zone and haé been depleted of o0il production., It
has since been re-completed as a dual producer in the two gas
zones, the upper and the lower gas zones as shown on Exhibit No. 6
and also on No. 5.

Q Now, in your application you have stated that in this well
you found the location of the two formations as follows: The
upper sand, the top of which is at 8559 feet and the base of the
upper sand at 865 feet. The top of the lower sand is at 9754
feet, and the base of the lower sand at 9925 feet. Were these
figures picked from the log on the Caudle #7%

A Yes, sir, they were.

Q Do you propose that these locations be vertical limits
of each formation as depicted by the Commission in its Order?

A Yes, sir,

(Marked Ameradats Exhibit No. 7
for identification.)

Q@ I hand you what is marked as Exhibit No., 7. Was this
prepared by you or one under your supervision?

A Yes, sir.

@ Would you state what it is and what is represented herson?
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A  Exhibit No. 7 is a tabulation of all drillstem tests
taken in the upper 8600 foot zone and the lower 9800 foot zone
and this information was the information that was used in
determining the limits of production.

2 For the purpose of delineating the respective pools
vertically?

4 That's right, yes, sir,

Q Correction, horizontally.

A Yes, sir.

¢ Now, from the study you‘have made and from the data that
is shown on this Exhibit No. 7, what conclusions have you made as
to the minimum amount of acreage that one well can drain in each
of these two zZones?

4 Based on the potentials as shown on some of these tests,
based on bottomhole pressures, and based on micro logs, and
further on a calculation that I have made, I believe that one
well will efficiently drain at least 640 acres.

Q What calculation have jou used in reaching that conclusion

A For the upper 5600 foot ?ennsylvanian gas zone, I have
used an average pay thickness of 15 feet, porosity of six per
cent, water saturation of ﬁwenty ver cent, original bottomhole
pressure of 2931, and the most recent bottomhole pressure of
2536 pounds. The cumulative production for this zone which was
produced incldentally from our Mathers "A" ;#2, which is now

’

classified as an oil well, but in fact is a high, extremely high,
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ratio well’ggig%g%illgps well at the present time, this well has
produce§\}3393,050,000 MZF, 98,000 barrels condensate, l,3ll
barrels of\;EEér7—meﬁﬁverting that into fluid, we estimate that
the gas originally in place was th5.262 MCF, The gas

now in place using the same factors equals 316.98LL MCF. By
calculation, we find the area being drained is 33,655 acre feet,
Based on a 15 foot pay thickness the total acres would be 224l
acres.

Q Now, you're referring to the upper formation?

A Referring to the upper formations. As to the lower <9400
foot zone, using an average pay thickness of 20 feet, per cent
porosity of six per cent, water saturation of twenty per cent,
original bottomhole pressure of 3604 pounds per square inch and
the most recent of 3200 pounds per square inch, we have.gone

through the same calculation and found that the area being

drained by one well in the 9800 foot zone is 1390 acres. There-

fore, I concluded from those cal¢culations that one well will drain

at least 610 acres,

2 Now, Mr, Christie, what do you recommend as to the method

of allocation for the rules which you are requesting here?

A We would suggest a straight acreage allocation,

% You also recommend that the Commission authorize tne
formation of units of less than 640 acre units is that correct?

17250

A Yes, sir,

MR. BUSHNELL: That's all the questions I have at this time.
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MR. PORTER: Does anyone else have a question?
MR, CHRISTIE: I might point out for the record, the
‘potentials in the Caudle #7 well, which is dually completed was
6,900,000 for the lower 9800 foot zone, and 7,350,000 for the
upper 5600 foot zone. Those tests have been turned into the
Commission, back pressure tests,

MR. PORTER: Mr. Campbell,.

MR, CAMPBELL: Jack M. Campbell, Campbell and Russell, Roéwel
New Mexico, appearing on behalf of Texas Pacific Coal and 0il
Company.

CROSS EXAMINATION

By MR. CAMPBELL:

& Mr. Christie, you have referred in your testimony to the
basis for the outline of the pool limits as being the study of
the drillstem tests in these productive zones, will you state
how many wells are actuall& producing in those zones at this time?

A From the two gas zZones in question?

Q@ The 8600 foot zone first.

A At the present time there is just one well producing from
the 8600.

2 Where is that well situated?

A That is Amerada's Mathers "A" #2 situated in the
Southéast Quarter of the Southeast Quarter of Sec. 3, Township 12

South, Range 33 East,

% That well is still classified as an 01l well, is it not?

>

DEARNLEY-MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTA FE
3-6691 2-1869




A Yes, sir.

2 As the distillate production has fallen off in that well,
has not the gas production also fallen off?

A Well, of course, it is pretty hard to tell. We are limit-
ed to the amount of gas we can produce from an oil well. I am not

‘positive whether it would fall off.
| Q2 You don't know whether it has fallen off in relation
to the proportion of distillate?

A No.

Q Theronly production history you have and the only actusl
producing well from the 8600 foot zone is the producing well that
you have referred to as Mathers #2?2

A Yes, except for the potentials on Caudle #7.

Q You have never produced that?

A No, sir, except to take a potential.

Q Are you from your study satisfied that the entire zones
that you show on your Exhibits 5 and 6, all of those zones
contain sufficient porosity for production of gas from these
two zones?

A I believe so, yes, sir, except for the possibility the
western area which we indicated before might be questionable. We
are not positive about western limits.

Q In delineating the 3620 foot pool that you nave suggested
in your Zxhibit No. 3, you have relied upon production, actual

productlion from only one well, is that correct?
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A Yes, sir.

Q0 With regard to the 9800 foot zone, how many wells are
actually producing from that zone and where are they located?

A At the present time there are two wells completed in the
9300 foot zone, They are the Shell Amerada State "A"-il,
located in the Southeast Quarter of the Southeast Quarter of
Sec, 33, Township 11 South, Range 33 East, the Texas Pacific
Coal and 0il Company State "C", Account 2, i#1 well located in the
Northeast Quarter of the Northeast Quarter, Sec. li, Township 12
South, Range 33 fZast.

@ The Texas Pacific well 1s a direct offset to the
Amerada Shell well, is it not?

A Yes, sir.

Q Were the bottomhole pressures that you referred to in the
calculations for the 9800 foot zone bottomhole pressures from your
Amerada Shell well?

A Yes, sir.

Q Those as I understand it were 360l original and 3200
recently.

A Yes, sir,

€ Do you have the bottomhole pressures on the Texas Pacific
Coal and 0il Company well?

A Né, sir.

0 If the present bottomhole pressure on the Texas Pacific

well was 2627 pounds, what would that indicate to vou, insofar as
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[a )

its relationship with your Amerads Shell well is ooncerned?

A Well, I would like to lmow how long that has been
shutin, how long has it been shutin for buildup. It indicates
a low permeability.

% Does it indicate perhaps a complete lack of communication
between theitwo wells?

A No, I don't think so.

@ All of the wells that have been drilled thus far and
are producing ffom these gas zones have been drilled upon the
étate-wide 160-acre spacing, have they not, Mr. Christie?

A T assume so, yes,

Q At least the two wells that you referred to as being the
only producing wells in the 9300 foot zone are direct offset?

A Yes, sir. Actually the Shell well was drilled on an
80-acre tract and was later commutized with an 80-acre tract with
Amerada,

Q The 80-acre tract to the west of the Amerada State well
has been communtized?

A Yes, sir.

X Are you presently planning to drill an additional well in
Section 33°7

A Yes, sir, we have a location in the Northwest Quarter
of Section 33,

Q Are you presently working OVerawell in the Southwest

Quarter of Section 289
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A Ve are.presently attempting a completion in a well in
that section.

Q Do you feel that the drilling of the additional well and
the possible completion of the well in Section 23 will give you
additional information concerning these two gas zones?

A& It will give us additional information, as to that
particular area. I dontt thinc it will help us any from the
Shell well and thé Texas Pacific well east to the limits of the producing, °

what we choose to call the producing zone.

Q. You have stated that your Caudle #7 well is dually comp~ |-

leted, Frqm what zone are you now producing that?
A It is not being produced.
Q It 1s shutin completely?
A Yes, sir,
Q Has it -produced?

A No, sir, except to take potentials.

Q@ So that you have no production history on that well
either? A No, sir..

< Then it comes down to the proposition, does it not, Mr.
Christle, that the only aqtual information that you have concernin
these two gas zones is as to 8600 foot zone, the information you
have obtained from the production from your Mathers #2 oil well an
the potentiél from that zone on your Caudle #7 well?

A  That 1s true, except when we completed oyr Caudle #7, wWe

took a bottomhole pressure in both zones which in effect was an
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interference test and we found that the pressure in the ,7 has
been reflected by the production from both of the producing, at
least from the, I assume the Shell and the Texas Pacific well
and also from the Mathers "A" 2,

Q The only information you have with reference to the
9800 foot zone is the information obtained from the production from
your Amerada Shell well and the Texas Pacific well, plus your
potentials on the Caudle #7, is that correct?

A Yés, sir,

Q Upon that history, you believe the Commission should
delineate this pool to the extent that you have set out in
Exhibits 3 and 4?

A T think it's sufficient evidence, yes, sir.

7 If the Commission should see fit to set up 440 proration
unit, what acreage do you plan to attribute to your Caudle #7 well

A  We would request that the Commission approve the North
Half of Section 3 of the South Half of Section 3l in Township 11
South, Range 33 East, and the North Half of Section 3, being in
Township 12 South, Range 33 East,

Q@ Would you plan to make any effort to attribute additional
acreage to yéur Amerada Shell well?

A That would depend on the, possibly on the results of this
test that 1s being drilled up here.

Q ‘Until that test 1is completed, you don't know whether the

rest of that section may be productive or not, do you?
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A No, sir.
0 Have there been any interference tests as between wells
in the same gas zone in this field?

A Yes, at least I call these interference tests. The
original pressure on the Shell Amerada State "A"-#1 was 360l pound
the latest pressure that we obtained was I think I reported, was
3200. We took that was sometime in February, we took a bottomhole
pressure in that same zone in our Caudle #7 which showed a bottom-
hole pressure of 3239, which is a fairly good check for that
distance, sirﬁilarly in the 8600, the origiﬁal pressure in this
regervoir, we obtained by averaging six drillstem tests, which
gave us an avérage of 2921 pounds, I believe it was 2935 pounds,
31 pounds. We took a pressure February 12th. Our pressure had
declined to 2506 in our Mathers "A"-2, 1In dur Caudle #7 at the
same depth our pressure was 2665, showing that this area had
declined along with the production from that one well that far
away.

Q@ You believe that the comparison of bottomhole pressures
in wells in the same 2zone is a pretty good indication of the
reservolir condition?

A  That is a good indication of the communication.

@ Mr. Christie, what is the approximate cost of these wells

A It would cost about $200,000 to drill a well to the
9800 foot zone.

@ Do you know how much gas has been or is being sold from

[7]

g
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your éhell Amerada Shell well?
A T believe it's approximately a million a day.
Q At the approximate price of ten cents?
‘A I believe so, yes, sir.
Q How much distillate are you selling from that well?
A I can't answer that specifically.
MR. ABBOTT: About eighty barrels a day.
R How much do you get from your distillate?
A

I assume the top price for crude oil.

&

Have you made any calculations as to the payout on the
well in the 9800 foot zone?

A No, sir. We hadn't planned to drill another 9300 foot
zone, we weren't interested in payout.

MR. CAMPBELL: I believe that's all,

MR, PORTER: Mr., Mankin.

BY: MR, MANKIN:

Q@ Mr., Christie, yoﬁ indicated that you had pretty good
communication as regards pressure information in the Shell Amerada
State "A" well-#1 and the Amerda Caudle #7, spproximately 3200
pounds at the present time pressure, is that correct?

A Yes, sir,

2 Do you have any explanation at all for this some 500

pounds lower in the Texas and Pacific well just south of the

Amerada Shell State Well?
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A T think it's probably just low permeability or could be
caused by a method of completion,.I don't know. The log looks
practically as good as the Caudle #7 or the Shell well. It
appears as though it ought to be practically as good a well as
the Shell well.

© Do you have any drillstem tests of this 9800 foot zone
in any other portion of the pool that mlght back up from what you
think about good communications?

A Well, the drillstem tests that we have taken are all
shown on Exhibit 7.

0 Weren't they all the 8600 foot zone?

A There is a page two that has 9800 zone.

2 It would be rather hard to tell anything from that.
Pressures are not, possibly not, maximum or cleaned up on those
enough to tell if you have good communication over the reservoir.

A  The only thing you could say if you had a rapid buildup
and a high pressure, it would be pretty indicative, but if you
do not, there would be some question about it.

MR, MANKIN: That is all.

MR, PORTER: Mr. Cooley.

BY MR, COOLEY:
Q Mr, Christie, as you know the present vertical limits
of the Bagley Pennsylvanian Cil Pool include the Pennsylvanian

formation?
A Yes.
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Q " Both the 8600 and 9800 foot zones are in the Pennsyl-
vanian formation, aren't they?

A Yes, sir.

Q Some of the horizontal limits of the Bagley Pennsylvanian
0il Pool, some of the area in Bagley Pennsylvanian 0il Pool is
included in the horizontal limits of the 8600 and 9800 foot zones,
as you outline them on your Exhibits?

A Yes, sir,

@ What then would you propose the vertical limits of the
Bagley Pennsylvanian 011 Pool should be in that we cannot have
an oll pool and a gas pool at the same point?

A T think you could take them off pretty well from Exhibits
S and 6 and possibly pick the highest well structurally and down
to the water zone and call that your vertical interval in your
0il zone.

@ Is the structure common enough thréugh the area affected
here that vertical limits set out in numbers of feet rather than 1ii
formation and markers feasible?

A T think so, yes.

MR. COCLEY: That'!s all.

MR. PORTER: Do you have a question of the witness, Mr. Utz?

BY MR, UTZ:

7 You may have answered this, if you did I didn't catch it.

If this application is granted, what would you propose to dedicate
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to your Mathers #2 in the Southeast Quarter of Section 3 for the
8600 foot zone?

A We would probably ask that the, well everything within
the dashed lines shown on Exhibit 3 up to the gas unit that we
would assign to Caudle #7, with the possible exception of the
North Half of the Southwest Quarter éf Section 3. To be specific
we would ask for the Northeast Quarter of Section 10, the West
Half of the Northwest Quarter of Section 11 and the West Half of
the Southwest Quarter of Section 2, and the Southeast Quarter of
Section 3, all in Township 12 South, Range 33 Zast. We may possib
asx for the North Half of the Southwest Quarter of Section 3, I
don't know. There may be some question about the Korth Half of
the Southwest Quarter.

2 You would not propose to drill anymore wells to the
8600 foot zone then on your acreage in this area?

A No, sir, We contemplate that if we felt the area wasn't
completely developed eventually, we will have other producing
wells that we can recomplete into these gas zones.

MR. UTZ: That's all I have.

MR. PORTER: Mr. Mankin.

BY MR. MANKIN:
Q  How do you propose to develop the 9800 foot in the
south end of this area which you presently do not have any well

dedicated to you? Do you anticipate drilling another well or to
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convert another well, how do you propose to do it. You don't
have anything deep enough there, do you?

A We hadn't intended to develop a well for that purpose
at this time. We would probably wait until we get an old oil
well that had been depleted.

@ Possibly an old well in the Siluro Devonian?

A Yes, sir.

MR. MANKIN: That is all.

MR, PORTER: Mr. Cooley.

BY MR. COOLEY:

22 I have one further question. In the event this applica-
tion is granted, there would be the necessify of promulgating
pocl rules as requested in the application. Are you familiar with
the pool rules in the Crosby Devonian Gas Pool?

A General way. |

Q@ With the exception of the spacing and well locations,
would you suggest that rules similar to those having been
promulgated 1n the Crosby Devonian be adopted for the two proposed
zas pools in this case?

A T would rather not say without specifically checking
those rules. I don't remember them well enough to make any com-

ments on it.

MR. BUSHNELL: We think we could do a better job of
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recommending in that respect if we were able to have some time to
look over the speciflc order you are referring to.

MR. COOLEY: My thought was that we would neea some record
here on what the rules should be in the event the application
should be granted.

MR, BUSHNELL: Did you have some specific rule in mind?

MR. COOLEY: We have a pretty standardized system now

established as a result of the recommendations of the Gas Committe

[

concerning marginal wells, classification of marginal wells. The
assignment of allowables, they deviate very little from the
existing gas rules throughout the State., Seven and six, thirteen,
prorated gas pools in the State, six of those in the northwest.

MR. BUSHNELL: If I understand you correctly, I think with
reference to your manner of allocation that Mr. Christie did
testify that he recommended it based on acreage.

MR, COOLEY: Yes.

A I think either the Jalmat or the Eumont, where they would
apply to the particular field would be satisfactory.

MR, COOLEY: Thank you.

IMR. PORTER: Does anyone else have a question of this

witness? Mr, Adair.

BY MR. ADAIR: T have one question. Eugene Adair, representing thq
Texas Pacific Coal and 0il Company.

Q Will you point to or locate on the Exhibit for the
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benefit of the Commission your Mathers "A" #2%

A  On Exhibit 1, Mathers "A", you say "A" #27

q  "AM" #27

A "A"™ #2 is in the Southeast Quarter of the Northwest
Quarter of Section 3, Township 12 South, Range 33 EHast.

Q Is there 80 acres that that well is located on within
the proposed 640 acre unit that you ask for?

A Yes.

7 What did the well test on drillstem test in 29200 foot
zone?

A It tested 000 cubic feet.

Q@ Per what -- per hour, day or what?

A Per day.

Q You propose that you would receive 80 acres allocation
for that tract?

A Yes, sir. Drillstem tests aren't always an indication
of what a well will produce.

MR. ADAIR: That is all.

A If you get a good drillstem test you have some good
information, if you don't you are not always sure. The fact
that 1t did produce gas would indicate there was gas there,

even though it was a small amount.

BY: MR. CAMPBELL:

9 Mr, Christie, that last statement, vou based all vour
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calculations and assumptions on drillstem tests, haven't you?

A No, we used log, electric logs to some extent.

MR. PORTER: Are there other questions of the witness?
Did you wish to submit your axhibits?

MR, BUSHNZLL: T would like to offer Exhibits 1 through 7
into the record.

MR. PORTER: Without objections, the Exhibits will be
admitted,

The witness may be excused.
MR. PORTER: The meeting will come to order, plesse. Mr,
Campbell, will you proceed with your examination?
JOHN YURONKA
celled es & witness, having been previously sworn, testified sas

follows:

DIRECT EXAMINATION

BY MR. CANMPBELL:

Will you stete your name, please?

John Yuronks.

o > O

Where do you reside end by whom are you employed?

A I live in Midland, Texas end I am employed by Texes Pacif
0il Compeny.

Q In what capacity, Mr. Yuronke?

A Petroleum engineer,

Q Have you testified before this Commission on previous
occesions in your professional cepacity?

A Yes, sir, I have,

e
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Q@ Are you acquainted with the applicstion of Amereds in
Case No. 1220 beforo the Commission?

A Yes, I am.

Q And In connection with that case, heve you mede a study
of the Bagley areas with reference to the gas zones for which the
pool rules are requested?

A Yes.,

Q Would you stste generally whet the nature of that study
has been and what informstion you based your conclusions on?

A We used structure msps for both zones and then we drove
some- cross sections to show the net porosity, and I would like to
make that point clear before we go any further. As cen be seen,
there is & marked difference between our cross seetions end whet
Amerada has presented, snd what we have shown. The red is the
eighty-six hundred end the green is the ninety-six hundred foot
zone, We have shown what we think 1s the productive part of the
pay, end thet included the whole pay as Amerada has in both pay
zones. In other words, we have not included what we think will
produce water or such items such &s that, merely what we think wil
produce gas and distillate.

Q You have tsken into considerstion what you consider to be
lack of, or low porosity, 1s that correct?

A  Yes.

Q In each of the two gas zones?

A Yes,

Q Now referring to what is shown on the board there sas TP

Exhibit No. 1, will you state what that is?
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A Exhibit No. 1 is a structure map of the eighty-six hundrep

foot pool, contoured in fifty foot intervels with the cross sectiohs

indexed.

Q@ And will you identify through the index, the verious crosg
sectlons that appesr on the board, I believe you have "AA" Prime
over here, "BB" Prime, "CC" Prime and "DD" Prime.

A "AA" Prime is the cross section over there, and that start
with Amerade Stete Shell "A™ No. 1 and goes east and includes
Amerada's State BT "K" WNo. 1; Stete BT "N" No. 1; State BT "C" No.
4; and Steste BT "C" No. 1. Cross section "BBR" Prime, which is thi

B

one, starts with Texas Pscific Coal and 011 Compeny State C Account
No. 2 Well No., 1, end eastward, including Amerada Caudle, No. 2;
Csudle, No. 7; Mathers 1-A; Caudle, No. 5 and State BT "I" No. 1.
Cross section "cCc" Prime, which is this one here, starts with
Amerada BT "X" No. 1, goes down south to Ceudle No. 7; Mathers A~2]
end Mathers No. 3, and "DD" Prime, which is this one here on the
board, stesrts out north with State BT "M" No. 1; goes south to in-
clude State BT "N" No. 1; Caudle No. 5, snd Mathers No. 1.

¢ And does Exhibit No. 2 there reflect the same information
with reference to the eight hundred foot zone?

A Yes. Exhibit No. 2 is & structure msp of the ninety-eight
hundred foot pool eand also the same cross section indexed as I have
on the structure mep of the eighty-six hundred foot pool.

Q Now referring to Exhibit No. 3, which is your "AA"™ Prime
cross section over on this wall. Will you step over there and
point out what your cross sections show? First state what infor-

mation you used to--

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
3-6691 2-2211




28

A Well, these cross sections or correlations were done with
the aid of our geological depesrtment and it does not Indicste
structure in eny way whatsoever. We, all we have done 1ls used the
electric log snd marked it off. We picked up the porosity which
we thought was productive and 1f there wes & drillstem test in
that interval, it hes been included in this cross section.

Q There were not drillstem tests in all instences?

A To my knowledge, I couldn't find them.

Q Will you go shead end show by referring to your eighty-
gix hundred foot interval, what that particular "AA" Prime cross
section reflects, referring first to the eighty-six hundred fcot
intervel?

A This on the extreme left is Amerada's State Shell "a",
No. 1 and from the micrologs tsken in the eighty-six hundred foot
pool, we couldnt!'t find any porosity at all for the zone that Amers
is cslling productive in that zone., And then in the Stete BT "K",
No. 1, we found fourteen feet of porosity. State BT "N", No, l--

Q@ Will you turn sround so the Commission cen hear you. Use
your other hend.

A State BT "N", No. 1, we found two feet of porosity and
State BT "C", No. 4, five feet of porosity. In the upper zonw,
Amerada hes perforated 8582 to 8600; and 8624 to 8642, and this
porosity shown here is in that upper perforetion intervel. And
this BT "C", No. 1, there isn't sny porosity st all. In this in-
terval they heven't perforated at all, and I found six feet of
porosity in thet intervel they have perforeted.

Q Now, I would like you to refer to the other exhibits in
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in the eighty-six hundred foot zone before you go to the ninety-
gix hundred foot.

A In cross section "BB" Prime, starting with the TP State
C Account No. 2 Well No. 1, I found eighteen feet of porosity in
the eighty-six hundred fcot zone of that well, snd I might edd thak
is the most net foot of need porosity we found in any well in the
eighty-six hundred foot.

Q@ Which well is--

A Stete C Account No. 2 Well No. 1, TP well. And Csudle
No. 2, T found nine feet of porosity, Caudle No. 7, twelve feet,
and at this point, I might show this perticular item. 1In the
bottom perforation intervel for Amerads, 8624 to 8642, the micro-
log showed a complete void of porosity. Mathers A-1 has seven
feet of porosity and in Caudle, No. 5, in the State BT "I" No. 1,
I couldn't find any porosity at all in the eighty;six foot hundred
zone. Now, cross section "CC" Prime, BT "K" No. 1, of course, wes
on cross section "AA" Prime; forty-two feet of porosity, snd of
course, Caydle No. 7 is egein included and Mathers A-2 had eight
feet of porosity and Mathers No. 3, hed six feet of porosity. And
in section "rD" Prime, State--pardon me, State BT "M" No. 1 hes
eleven feet scattered porosity, State BT "N" No. 1 h2d two feet of
porosity. Caudle No. S, again didn't show any, and Mathers No. 1
hed eight feet of porosity all in the six hundred foot zone.

Q@ Now referring the Exhibit merked TP, Exhibit No. 7 on the
boerd, will you state what that is and explain to the Commission
whet it reflects with reference to these cross sections in the

eighty-six hundred foot zone that you heve been referring to?
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A This is an 1sopach of net porosity for the proposed eighty-
six hundred foot pool. This ocutline in red is what Amerade wishes
to cell the eighty-six hundred foot zone; outlinodlin yellow ia
the proposed proration units that will be asked by Amereads, six
hundred snd forty ecres for Caudle No. 7, and from the application)
I just presume it would be one hundred and sixty for VMathers No. 2|
At this point, T would like to show that in the six hundred and
forty ecres being asked for Ameradea's Casudle No. 7 in the eighty-
six foot hundred zone, Caudle No. 5, right here shows no porosity,
this portion right here shows no porosity.

Q@ Thett's the portion on the west edge of the southwest cor-
ner of the unit?

A Yes, and then here iIn the northwest quarter of the unit
in spproximately eighty acres, by our'isopach, we show no porosity}

Q So that there would be acreage attributed to the six hun-
dred end forty acre unit which, in your opinion, would not be pro-
ductive of gas from the elighty-six hundred foot zone, is that corrrct?

A Thet's right.

Q@ Now, Mr, Yuronka, will you make the same explenation with
reference to the ninety-six hundred foot zone on the cross section
that you have prepared?

A Cetting back to the cross section "AA"™ Prime, the Amersads
Stete "A"™ No. 1, hed thirty feet of net porosity; State BT "X" No.
1, hed twenty-seven feet of porosity; State BT "N" No. 1, had
twenty-one feet of porosity; State BT "C" No. 4, did not penetrste
that zone, and State BT "C" No. 1, & microlog was not availeble

for the ninety-eight hundred foot zone, and we psid spproximately
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ten feet from the gemma ray neutron logs. In cross section "RB"

Prime, TP State C Account No. 2 Well No. 1, shows twenty-four feet

of porosity. At this point, I might add, Incidentally, this orange

on these cross sections indicate the perforating intervaels thsat
ere open &t the present time in the zones, gas zones, requested
by Amerada. We have the zone down here of fourteen feet, 9875-988
thet we originally tried to complete, and after approximately five
weeks of production, the o0il depleted so it wasn't feasible to
continue producing, and we went back and set our pascker above our
upper zone here. At the present time, we are producing from both
zones. Caudle No. 2 skews thirteen feet of porosity; Csudle No.
7, shows thirty-four feet of porosity; Methers 1-A, shows twenty-
nine feet of porosity; Caudle No. 5, twenty-five feet; and BT "I"
no. 1, again we estimated thet to be twenty-Fhree feet because we
did not heve & microloge.

Cross section "CC" Prime, BT "K" No. 1, as mentioned before,
twenty-seven feet; Caudle No. 7, thirty-four feet; and Mathers A-2
the south offset for the well, asking six hundred &nd forty acres
for, we could not find any porosity et e€l1 in the zone. There is

sore porosity, I might add down here about, somewhere spproximately

ninety-nine hundred, but we believe that this would be mostly wate
In cross section "DD" Prime, State BT "M", has twenty-four feet of
porosity, which 1s ebout the most in any well in that zone. State
BT "N" has twenty-one, Caudle No. 5, twenty-five; And Mathers No. .
thirteen feet.

Q Mr. Yuronka, referring to TP Exhibit No. 8, will you indi.
cate to the Cqmmission whet that is and what it reflects?

H

P.

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTE FE
3-6691 2-2211




32

A Well, sgain this is en 1sopach of the net porosity with
a ninety-eight hundred foot pool. Outlined in green is the boun-
daries, the hordzontel limits requested by Amerada for the pool,
and outlined in yellow are the proration units that would be sllotgd
each well. Ceudle No. 7 again had eix hundred and forty scre and
Amerade State Shell "A"™ No. 1, has one hundred sixty, and TP State
C Account No. 2 Well No. 1 would also heve one hundred sixty.

Q And there were likewise, areas in that pesrticular zone
where there is no porosity as fer as you have determined from your
study?

A Well, as I mentioned, when I explained cross section "CC"
Prime, the south offset for Csudle No. 7, with this Mathers A-2,
we didn't find any porosity at all and thet's in the southwest
corner of the requested six hundred and forty acres and just esti-
mating, it would be & little over forty acres there on our isopach
that we show no porosity at ell.

Q Now, Mr. Yuronka, based upon these cross sections and
your isopach, what conclusions ere you able to drew with reference
to the uniformity of these gas zones or the probability of drainage
by one gas well.

A Well, the history of the Bagley Pennsylvanisn pool, the
0il pool, which 1s also true in this case, is intervsled in lines
of porosity, &nd in one well you can get production, you can go
end perforate the ssme intervel in an offset well and you wouldn't
get enything et all.

i Do you feel thet that type of situation lends itself to

a lerge proration unit in one well?
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A No. I don't belleve a well should hsve six hundred and
forty acres assigned to it.

© Now, go ahead and sit down., Do you have any informstion
with reference to the bottom hole pressure in the Amerads State
weil snd the TP well to the south of the TP State "C" Well?

A Well, in March 26, 1956, bottom hole pressure was tesken
on the Amersds State "A" Well and the pressure was thirty-three
hundred and seventeen pounds. Bottom hole pressure was also taken

on the TP Well and it wes twenty-eight hundred and eighty-seven,

then in February 15, of 1957, bottom hole pressures were again teken

on the well and Ameradat's State "A"™ had thirty-one hundred and
seventy and the TP Well has twenty-six hundred end twenty-seven,
The spproximate shut-in time for our well 1s whet it has besn for
wells of thet depth, which is approximately forty-eight hours and
I just presume that Amerasda's was approximately the same.

Q What conclusion do you drew or what explanation can you
meke for the wide variations in the bottom hole pressures in those
offset wells in the same gas zones?

A Well, 1t would seem to me“that there is some sort of per-

mability block between the Amersda State Shell "A"™ Well snd the

TP Well. Mr., Christle testified, I believe, to the fact thet Caudl

No., 7, the well Amerada hsas now completed and had bottom hole pres-

sure in the ninety-eight hundred foot zone of spproximately thirty+

two hundred and forty. I am not quite sure what it was, but =ince
it 1s the sesme zone, end this well is two locations east, and one
location south, and the bottom hole pressures were spproximately

the seme, but yet for the TP Well it is five hundred less, end it

g
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would seem there 1s some sort of permability lock between them,

Q And if such permabllity block exists or if such porosity
varistions exists, &s hed been indicated by your anslysis of the
cross section, do you believe that in those circumstances, fhat
six hundred and forty acres spacing is proper spacing?

A No, I don't believe it is proper spacing.

Q What is your opinion in so far as the spplication of Amerp

is concerned?

T

A Well, I believe that the well should be prorated in stsate
wide rules with rateable take.

Q VWould thst be until such time as additional informationw-

A Until additional information is obtained. As Mr. Christip
testifled, they are in the process of trying to complete the well
up here in the Southwest Quarter, Southwest Quarter of Section 28,
Township 11 South, Range 33 East, end they have filed s locetion
in section 33--

Q And that is in the sasme section as--game six hundred and
forty acre tract, and there 1s another well of theire diasgonally
offsetting it, is that correet?

A Yes,

MR. CAMPBELL: That's all,

MR. PORTER: Does snyones have & question of Mr. Yuronka?

MR. BUSHNELL: 1If the Commission pleases, we, Amerade request
a8 recess for ten minutes to give us an opportunity to look these
exhibits over more clossly.

MR. PORTER: We will have a ten minute recess.

(RECESS)

da
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MR. PCRTER: The meeting will come to order, plesse.

MR. CAMPBELL: BRBefore we start, I want to offer into evidencie

Exhibits One thréugh Eight.
MR. PORTER: One through Eight?
MR. CAMPBELL: Yes.
MR. PORTER: Without objection, the exhibits will be admitte
Mr. Bushnell, did you have & question?
MR. BUSHNELL: Yes, sir,
CROSS EXAMINATION

BY MR. BUSHNELL:

Q@ Mr. Yuronka, am 1 pronouncing that correctly?

A  Yuronka.

Q Yuronka, excuse me. I understand from your testimony
that your determinetions of these cross sections are made from
micrologs, is that correct?

A That's right.

Q However, the exhibits of these cross sections show that
they are from electric logs.

A Well, the electric logs were used in the cross sections.
However, the micrologs were used to pick the porosity. The part
that we show, that I show in these cross sections here--for instsn
these little black marks»here (indicating), that was picked off
the microclogs. |

Q You dbn't have the micrologs here?

A No, sir. I sure haven't.

Q You recognize now, that there can be a difference of opin

as to the correlation of this information on your cross sections,

jon
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is that not correct?
A VWell, yes, &s long es there are two geologists looking
at the same cross section.

Q@ You heve pointed out on certain ones of these exhibits,

in perticular I am referring to the cross sections, to certain wellls

not showilng esny porosity at all, is that correct?

A Thatts right. |

Q VNow, you will edmit, will you not, that although that may
be a condition around the well thet that doesn't sdmit to any con-
ditions beyond the well?

A Will you repeat--

Q Although thet might be the condition in that particular
well, where the well was drilled, you ere not testifying thst that
is, from the fact, that that is the condition beyond thet well?

A No.

Q Have you mede any study of the samples from the Mathers
A2 Well?

A -No, gir, I heven't.

£ On your cross section exhibit, you do not show eny poro-
gity in the upper formation in the Mathers A-2, is that correct?
Lower, excuse me.

A In the lower. Yes, I do not.

Q Did you meke any study of the semples from that formet ion|
from the Mathers A-2? |

A I didn't have any semples availsble.

Q If you found from the samples, in the lower zones in the

Mathers A~2, that there was an indication of porosity, would you
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accept that?

A ﬁoil, I probebly would.

Q@ On the basis of these exhibits, the cross sections, and
as you have correlated this informastion, in the upper eighty-six
hundred formation, on the basis of that informetion slone, would
you conclude that 1t would be economicel to drill a well in thet
formation?

A Economicel from what stendpoint?

Q@ Economicel to the operator?

A Probably not, depending on what the pipeline would nomi-
nete 2s allowable. Well, may I meke this statement? All wells
so far that have been completed in both zones, you can not just
count the gsses, there 1s glso distillate and perhaps, on that
basis, it would be & lot more economical to drill & well., I might
add that Amerada Shell State "A™ No. 1, it produces approximately
8 little over two thousand MCF's a day and by our last figures
of ten cents per MCF end three dollars per berrel of distillate,
that's gross income of epproximately five hundred and forty-five
dollers per day.

Q@ I asked, excuse me, my cuestion wes predicated on the
assumption that the conclusion would be reached only on the bssis
of cross section information that you heve here, assuming you had
no other informstion.

A Yes. You-- ’

Q Your testimony is thet doubt that it would be economical
to drill e well to the eighty-six hundred formestion?

A Probebly would. |
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Q Is that correct? Do I understand you correctly?

A Yes, sir. Probebly would.

Q Well, in your opinion, would it be economical to drill a
well to either formstion based on & hundred and =ixty acre sllow=-

sble?

| A Well, sir, as erratic es the porosity is, enything is a

-

gemble., Struecture doesn't mean much in elither zone, In the eighty;
six hundred foot zone it is relastively flat and in your ninety-eight
hundred foot zone, &s depicted on the structure mep, it is & 1little
sharp, and of course, 28 you go on down, the sharper the structure
becomes.

3 Mr. Yuronks, you have stated in your testimony thet there]
that you concluded from these exhibits that there 1s an indication
of & permability block. Do you mean to say thet there is a complete
block within this area?

A I couldn't testify to that, sir, I couldn't tell.

Q@ You did not testify to that?

A I couldn't answer that question properly.

Q@ But you do not testify that there is a complete block?

A There 1= a block of some sort, I don't know what sort it
is. In my opinion there is.

¥R. BUSHNELL: Thet's all the guestions I have.

MR. PORTER: Anyone else heve & question of Mr. Yuronka?
Mr. Cooley. | |
BY MR. COOLEY:

Q Nr. Yuronka, you mede some recommendastions in the deter-

minations on your direct examinstion, eand I didn't quite understend.
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Do you view the two pools or the two formetions, the ninety-eight
hundred end the eighty-six hundred, as being two separate sources
of common supply?

A Yes.

Q There ere presently, while being separate, they are at
present within the seme pool? |

A Yes, |

Q The Regley Pennsylvenian Pool?

A Yes, sir.

Q@ Is it your recommendation that two pools be creeted or
that they remain together?

A Two pools be crested.

¢ Two pools, And whet wes the spascing?

A Well, I recommended that for the time being, it continued

under Statewide Rules, with ratesble tske from all gas wells, de-
pending on any further development, or what may happen with the
two wells now in the process of being completed, e2nd also, there
is a possibility-~-we have been talking sbout going in there end
doing some work in our well in the eighty-six hundred foot zone.

Q@ I teke it then, from your recommendation, that the well
be produced rateably but you do not propose prorstion at the pre-
sent time?

A That's right.

MR. COOLEY: I believe that's all.

MR. PORTER: Mr. Mankin.
BY MR. MANKIN:

Q Mr. Yuronka, the well whiech you related in the Southwest
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Quarter, Southwest Quarter of Section 28, you sald there 1is still
some work to be done. Hasn't that been found to be predominantly
2ll productive, do you know?

A Well, they have done an awful lot of work to it, and it
seems to me that they were not getting much of anything. I may
be wrong, In fact, the last report I got on it, the perforations
that were open hsd been squeezed. What they have done since then,
and that was sbout the beginning of this month, that was approxi-
metely two weekas ago, and what has been done since that time, I
don't know,.

Q@ I have one more gquestion. Do you have &ny recommendationf
as to the 1limits of the oil pool, which we presently know as the
Bagley Pennaylvanian 011 Pool and which has been recuested thet
the verticel 1imits be withdrewn to include thet zone lying between
the two proposed gas pools? Do you heve any reconmendation as to
the changing of the limits of that pool, or would you suggest leevi
ing those the same?

A Whet sort of limits, horizontgl or vertical?
Horizontsl.

They cen remain the same.
As far as you are concerned, they cen remain the seme?

Yes.

OH = O P D

The vertical 1limits, do you agree that the vertical limitJ

should be contraseted to eliminate these two gas zones?

A Yes, I belleve the main body of the o0il pool is from sbouf
oh, spproximately 8950 to 8400.

Q Do you hasve knowledge that all wells that are presently
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carried in the Bagley Pennsylvanian Gas Pool are in the zone from
saround 8900 to around 9400 foot, except, with the exception of the
Mathers A-2, which has now gone to an o0il well?

A No, Meathers No.--

Q Msthers No. 2.

A Thet's the only well at the moment that is producing fronm
the eighty-gix hundred foot pool, and the Czudle No. 7 thet Amera
has completed.

Q@ Then all wells are properly in the zone which they have
requested of around 8900 to 9400, which would segregate them from
these two ges zones?

A Yes.,

MR. MANKIN: Thet's all.

BY MR. UTZ:

Q@ Mr. Yuronka, as I understand your testimony, you indicate
that there are three zones In the Bagley Pennsylvanian Gas Pool?

A Yes.

Q@ Do you have sny recommendation as to what we should call
these zones?

A Pardon?

Q@ Do you have eny recommendetion as to what we should cell
these zones? They are all Pennsylvanian, am I right?

A That's right.

Q Would you call them Upper Pennsylvenian, Middle Pennsyl-
venian, or Lower Pennsylvenian, Zone, A, B, or C*?

A I would just call one Eighty-six Hundred Foot Zone, Ges
Zone, and one Ninety-eight Hundred Foot Gas Zone, snd then the oil
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pool. Well, you can use whatever designation you wish. In Texas
in verious--you have pools that have various formations that they
are producing from and they will cell one, for insteance, the Gold-
smith Field. You've got Goldsmith Fleld; you've got Goldsmith
Fifty-six Hundred; Goldsmith Clear Fork. They have verious for-
mat ions, it is just the depth.

Q@ Thet has not been used up to now in New Mexicc, has it?

A Well, I don't know, to my knowledge it hessn't, no.

R Do you not agree that it would be simpler to cell them
Gas Zone "A", 011 Zone "B", and Gas Zone "C" or something similar
to that, I am just fishing for some advice.

A Well, I have given gbout 8ll the advice I can on the
situetion.

Q Whst is your frank opinion of the situation?

A Well, this is just an opinion. The Bagley Pennsylvanian
Eighty-six Hundred Foot Ges Pool and Bagley Pennsylvanisn Gas Pool
end just the Bagley Pennsylvanian 0il Pool.

MR. UTZ: Thet's all I hsve.

BY MR. BUSHNELL:

Q Mr. Yuronks, in your opinion, is there enocugh ges in plec
in one hundred sixty acres to pay out a well?

A I hesven't gone into thet. I have done no reservior cal=-
culatlons on this thing at all, Mr. Bushnell.

MR. BUSHNELL: That is all,

MR. CAMPBELL: I have nothing further.
BY MR. PORTER:

Q Mr. Yuronke, you have indicated there can be three separas

f
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pools here. Did you make any recommendations as to what the verti

cel limits of the two gas pools should be?

A No.

Q Do you have any suggestions?

A Well, I would concur with Amersade.

Q You would concur with Amerada's recommendations?
A That would be it, spproximestely, yes.

MR. PORTER: Any further questions of ¥r. Yuronke? If not,
the witness may be excused.

MR. WOODWARD: John Woodward for El Paso Natural Ges Corpora
tion. We have one question of Mr. Yuronka.

MR. PORTER: Go shead, Mr. Woodward.
BY MR. WOODWARD:.

Q El Paso 1s the only purcheser in the field, is that corre
at the present time?

A Yes, for high pressure gsas, yes.

@ You indiceted in this case, that you request the Commissi
to issue an order requiring rateesble teke snd no proration of pro-
duction, 1s that correct?

A According to present Stetewide Rules, I recommended that
it be proreted as such.

Q Are there any Statewide Proration Rules?

A About the only thing I know of 1is retesble take between
offsetting gas wells, and I believe there is a one hundred and
sixty acre proration unit,

| Q@ In other words, you are setting up--asking the Commission

to issue an order estsblishing e hundred and sixty scre prorstion

bn
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unit and proration it on an acresge basis?

A Yes.

MR. CAMPBELL: Mr. Woodward, I think you have it & little
confused about the legel aspect of this. Perheps I can clarify
thet. We have no objection, of course, to an order which defines
these pools as separste pools, but we prefer, for the time being
et lesst, to remain on the stetewide drilling unit basis, and not
to heve any proration with gas, but to rely upon the purchaser end
the general resteasble take provisions of stestutes to provide what
he is referring to as & proration--

MR. WOODWARD: There is no statewide proration in your--

MR. CAMPBELL: I am not referring to stetewide proration, I
am referring to taking rateably whether there is prorestion or not.

MR. WOODWARD: Well, now--

MR. CAMPBELL: In other words, we do not want at this time
any proration order issued on the poocl. We are sestisfied with the
present situatlon soc long as the purchaser takes raﬁeebly, which
they haven't been doing.

MR, WCODWARD: As the purchaser, I will address this questio:
generslly to Texas Pacifiec, its witnesses or sattorney. we, of
course, want to take rateably, but we are puzzled by how we take
rateably in the asbsence of proration, or in the absence of a stend.
ard thet we would be forced to adopt ours.

MR. CAMPBELL: Well, sren't you taking gas fror some aresas
where gas is not being prorasted at the present time?

MR. WOODWARD: That is true. - In accordanece with a standard,

we must necessarily edopt 1t either by contract or in sn attempt

=)
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to comply with the ratesble take reouirements, but what we ere try
ing to find out here is whether there are any recommendetions made
as to the besis, or standerd, under whiech we will take ratesbly.

MR. CAMPRBELL: For the time being, we are satisfied with
the procedures ﬁhat we are using where you do not take prorated
gas; also, where is the standards you just mentioned, either by
contract or by the rateable take provisions thet the statute of
the depasrtment set on acreage basis?

MR. WOOLWARD: Of course, we are required under the statute

to teke rateably in any event without the provision or requirement

but if the specisl requirement is mede to that effect in this par-|.

ticular pool, we would like & standard esteblished by the Commissi
egeinst which we cen mske our rateable take. For exsmple, here yo
have no statewide proration rule or statute which would define the
basis. That is, what sllowable you would give to the well in orde
to make & rateable purchease from it. Is it on the bssis of one
hundred sixty sacre prération unit with streight acresge as the
formula, or 1is 1t on some other basis? If it is the former, and
we are required especially by order to purchase on that basis, I
think then the pool shbuld be prorested on that basis, If they sre
concerned with delaying the 2llocastion of each of these iIntervals,
I think we could have & prorsation unit for the field on that basis
then we would know how to teke ratesbly. |

MR. CAMPBELL: Well, Mr., Commissioner, I think that El1 Paso
has been trying to take rateably for years, before proration was

ever thought of, on & one hundred sixty ecre statewide basis on

P

your contract, and you used the acreage factor only before prorati¢n

DEARNLEY . MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REFORTERS
ALBUQUERQUE - SANTE FE
3-6691 2-2211




46

went in these other pools, but if it woculd simplify it eny, we
heve no objection to setting up a proration unit of one hundred
sixty ecres at this time. We don't want e six hundred end forty
scre proration unit at this time.

MR. WOODWARD: We are doing it as required by the statutes.
We sre not doling it under any statewide rule becsuse there is no
such thing as & stetewide prorstion unit,

MR. PORTER: Mr. Cooley.

MR. COOLEY: Mr. Woodward, is it your desire that the Com-
mission say whet is rateable in these ges pools; heve the Commis-
sion determine it, is that your desire?

MR. WOODWARD: No, not necessarlly. We are willing to under|

teke to set up some sort of e standerd sgeinst which we will meke

& rateable take if that is necessary, But I'1ll cell your attentioh

to provision 65=3-17~E, which provides that any common purcheser
taking gas produced from ges wells from 8 common source of supply,
such take rateably, under such rules, regulastions, and orders con-
cerning quantitlies mey be promulgsted by the Commission consistent
with the act. Now we read the ratesble take requirement &s some=~
thing we are requlred to do Independent of proration. If the
Commission does not proration these pools, we nevertheless‘attempt
to take rstesbly, and in order to do that, we must establish soﬁe
standard, which we are willing to do and heve done in the psst, but
if the burden of this recommendstion is thst we be required to tskeé
retesbly under the order on any particular standard, thst that be
spelled out in the order so that we may know if it is a one hundre

sixty acre unit ellocated on a state acresge basis. That is the
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only point that we are meking here.

MR. COOLEY: Theank you.

MR. PORTER: Does anyone else have a question of Mr. Yuronka
If not, the witness may be excused.

MR, COOLEY: Mr. Bushnell, in your epplication, you have
requested that proration be instituted in the ninety-eight hundred
and eighty-six hundred foot zones in the srea under consideration
in this case. Possibly I overlooked it or didn't heer it, but I
don't belleve any reasons have been given why prorastion should be
instituted at this time. Would you like to rec®ll your witness
or make a statement to that effect? We would like to hear it. -

R. S. CHRISTIE
recelled as a Witness, having been previously sworn testified as
follews:

REDIRECT EXAMINATION

BY MR. BUSHNELL:

Q Mr. Christie, would you proceed to answer the question
Mr. Cooley esked?

A If T understand the question, our spplication is asking
that the Commission grant us & six hundred and forty acre unit,
wvhether our other units in the field do not have six hundred snd

forty acres. We will later spply, of course, for a well on a six

hundred and forty acre unit. We must have some way to allocate thdt

in the different size units. 1Is that what you had reference to?
MR. COOLEY: Well, I want to hear your reasons why you think

proration should be instituted in the gas pools under consideration

here. Your reasson you just stated was that in the event that they
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have different amounts of scres dedicated to it.

A You must have some way to @allocate that production.

MR. COOLEY: Mr. Christie, do you feel that these wells
would be discrimineated sgeinst if & proretion unit was not instie
tuted?

A Yes, I do. If no proration or no gas proration unit is
established we have a well that we can produce, our Caudle No. 7,
and we don't know what size unit to asssign to that well unless it
would be one hundred and sixty acres, in the absence of any other
rules, Obviously, the production from that well would require
other developments in order to proteet our royalty interests, and
that is what we are trying to get away from, becsuse it is not
economical to drill new wells and we want to make svaileble the
present wells and later on if necessary, re-complete o0ld wells,
end we think we can accomplish the purpose end satisfy our royalty
6wners as well as ourselves by developing this or producing it on
8 six hundred and forty acre basis.,

MR. PORTER: Any other questions of the witness? Mr. Mankin}
BY MR. MANKIN: RECROSS EXAMINATION

Q Going on with the conversation, Mr. Christie, do you in-
dicate that a well in the ninety-eight hundred foot zone would not
be economicel on one hundred sixty acres?

A Ifryou could only produce the gas under one hundred and
sixty acres, no.

Q What is your resction to s well on one hundred sixty acrer
for the eighty~six hundred foot?

A The same holds true.
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Q Eighty-six hundred is not nearly ss sttractive as the
ninety-eight hundred,.is thet true?

A That would be my opinion,vyes, sir.

MR. MANKIN: Thet is sll.

MR. PORTER: Any further questions? If not, the witness may
be excused, Does anyone wish to meke a statement?

MR. CAMPBELL: No, sir, too lsate.

MR. BUSHNELL: No.

MR. PORTER: If there is--

MR. SETH: Shell would like to mske & stetement, 0. L. Seth
for Shell 011 Company, end I will read the statement. It 1is a
little bit long.

Shell 1s interested in the limits that mey be esteblished
for the Bagley 9800~-foot ges zone and in the field rules, if eny,
thet mey be promulgated as it 1s the owner of lesse from the state
of New Mexico that covers the E-1/2 of the SE-1/4 of Section 33,
T-11-S, R-33-E, and completed thereon the first ges well that was
completed from the 9800~foot pool. This well, the Shell State l-A
was completed in November 1951 with ean initial potentisl of 23,000{000
cubic feet of geas per day. The well was shut in until sometime in
1953 waiting for 2 msrket. When a market was secured, & 160-acre
gas unit consisting of all of the SE-1/4 of Sectlon 33 was crested
by pooling Shell's lease with that of part of Amerade's Mather Lea*e
covering fee land in the W~1/2 of that quarter section.

As to the limits of the pool, Shell recommends to the Commis4
sion thet they be fixed not to exceed 1200 to 1300 ascres for the

following reasons. In the first plece, 8 qualitstive anaylsis of
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of the drillstem tests nade of the 9800~foot zone in the drilling
of the wells thst hsve penetrated that zone will disclose that only
in a relatively small area, not exceeding two sections in size,
were the results of those tests of sufficient size to indicate thet
the accumulation in the vicinity thereof was commercisl. 1In &

great many of the tests gas either failed to reach the surface in
measurable quantities or was tested at quentities of less than one
million cubleérfeet per day which would certeainly not be commercial

for the depth of the pool. We recognize that drillstem tests data

ere not conclusive but certainly are indicetive of what mgy reason
ably be expected for the long pull.

In the second plece &n engineering snalysis involving volume;

L

tric end materiasl balsnce calculetions will show that the areas of
the field cennot exceed 1200 to 1300 acres. The dats on which
such calculations cean be made sre in the Commissionts files.

It is obvious that the determination of this matter affeets
the correlative rights of the operetors for if non-productive landg
are included the rights of some operators are enlarged over what
they should be asnd the rights of the remaining opersastors are to
the seme extent diminished. This truth 1s recognized in the statutes
under which this Commission was created in that the Commission is
therein especially given the power to determine the limits of pools
in connection with 1ts duty to prevent waste and to protect corre-
lative rights. We therefore urge the Commission to confine the
limits thereof to that eres which is reesonably productive.

The pool limits ere & matter of great concern to operestors,

such as Shell who heve only small segregeted lesseholds therein.
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to other operstors, such as Amersda which controls e big psrt of
the land in the pool area ss proposed by it, the possible inclusioh
of non-productive lands 1s not such & metter of concern. Shell
with only its one small 80-scre tract however wishes sgll barren
lend excluded. |

In connection with Ameradst's evidence that the 9800=-foot
productive formation was found in several wells that were drilled
for production from the Devonian Formetion, we call the Commissionls
attention .to the fact that the presence of & formation in the space
penetrated by a well does not necessarily mean that the formation
is productive there; for as we 8ll know formetions vary in per=~
meebility end porosity and dry spots show up in the middle of a
field. Thus Shell's Stete No. 1l-A in which Shell has &n interest
and which is presently producing from the Bagley 9800-foot zone
was dry in the 8600-foot gas formetion slthough it is right in the
middle of the asree that Amersde is today proposing es the ereas to
be included within the 8600~fcot pool.

As to the proposed field rules Shell is opposed to the cresation

of a 640-acre basic prorstion unit. The basis of its opposition

is that its correlative rights rsther than being protected by the
creation of such & size unit, will be injured. Where, as here,

a pool 1s small and contains not over 1200 to 1300 acres esnd the

bessic proration unit is fixed at 640 ecres end one unit is formed
in the middle of the pool, &s Amerada proposes to do here, it is

obvious that those owning under the rim leases will find it very

difficult to form & full size unit and thet if they do so it will
be a most ?eculiarly shaped one. The shape if formed would be
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somewhat like & tire eround the inside unit. This would obviously
plece the rim operators st & tremendous dissdventage. 1In all
probebility, under such circumstences, the formation of a unit by
the rim lesses would prove impossible and the owners thereof would

be forced to drill seversl wells to produce the same smount of gas

ss the big unit operstor could produce from one. This is not righk,

Ameredes cen argue that in this field, since it owns a con-
giderable pert of the rim lesses, that the Commission should dis-
regerd the inequity to them thst would result from the establish~
ment of & 640-acre bssic proration unit rule. The Commission,
however, should take into consideretion the correlative rights of
every operstor regardless of the smount of acreasge held in the
field. Furthermore, esch set of fleld rules fixes the mold for
field rules that will be edopted in the future, end from that view
point we should be careful in establishing e precedent that would
generelly be unfair to rim lesses in small pools.

In conclusion, Shell's position is first, that the drillstem
test data, if quelitively reviewed, and en enalysis involving
volumetrie and materisl bsaslance claculstions will show that the
9800-foot ges zone does not exceed an sres of 1200 to 1300 acres
end second, that the establishment cf 640-ecre proration unit in
8 smallrpool 1s sdverse to the correlative rights of the operators
therein, especielly where sll of the central pert of the pool is
controlled by one operator since it sllows that operetor to develo;
his acreage on & pettern thet ss & practical matter is not aveilab]
to other operators who as & consequenceare not afforded the oppor-

tunity to produce their just and equitsble share of the gas on en

¥

X
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equel beasis.

Shell therefore recommends to the Commission thet it confine
the pool to 1200 to 1300 acres. If it does not do so, that it

promulgate & rule that a2ll acreage attributable to a well for pro-

retion purposes shall be within that distance of the wll that woulﬁ

not exceed the diegonal of a querter section plus the diagonsl of
g quarter quarter section, this in order to keep barren acresge in
proretion units to a minimum; in any event Shell recommends thet

it 1imit the size of prorastion unlts to either 160 acres or 320

acres. In this connection Shell seces no real reason to depart from

the 160~=gcre basie prorastion unit heretofore used in the field
but believes thet the correlative rights of the operators can be
protected if & rule providing for 320-2zcre basiec units is promul-
geted. Proration units lerger that 320 eacres, however, will defi-
nitely sdversly effeet the correlstive rights of Shell and it
respectfully end vigorously protest the granting of such.

MR. PORTER: Does anyone else have & stastement?

MR. BUSHNELL: Mr. Cheirmen, I said I didn't care to mske
one, but after hearing Shell's general statement, I feel complled
to make a statement,

I appreciate the fact that the so-called statement conteins
Shell's attitude, and it contains apperently comments as to some
evidence presented here todey. It also, if I recollect correctly,
makes certain recommendations. However, 1t seems to go & little
bit further in attempting to present to the Commission; in lieu
of the normel procedure, no testimony, it hes commented on certain

evidence that has not been presented here, and therefore we would
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object., Perhsps I shouldn't say object to it in toto, be we do
object to any portion of the statement thet purports to include
informetion or fécta in lieu of any testimony, wh ich they should
have put on in that menner, and I have no objection to the Commis-
sion heving knowledge of any of the informetion contained in the
stetement, but I do have to go on record as objecting to its in-
clusion for any evidentiary purpose.

MR, CAMPBELL: If the Commission pleese, if it would relieve
¥Mr. Bushnell's fears snd concerns, we will sdopt it &s our steteme
to go along with the facts we hesve presented.

MR. BUSHNELL: Thank you. If I heard what I thought I heard
I don't like it. I would llke to say one more thing and that 1is
thet Shell iIn its statement, is concerned sbout the size of this
proposed pool, and I think, if you will recolleet, thet in our
testimony we did qualify the delineations &s drawn on our exhibits
if I remember correctly, severasl hours ago, No. 3 and 4. In drew=
ing those lines we did not have full control as to the productive
limits, and we had to depend specificelly in the western portion
on the structure, or what we believed to be the location of the
structure, We would have no objection, that's whsat I sm concludin
we would have no objeection to the Commission reducing the size of
that proposed field or pool a&s to eiﬁher formetion, providing
it didn't choose to reduce it to the extent of six hundred and
forty scres thet we have talked sbout. Thet's all.

MR. PORTER: Any further sﬁatomonts?

MR. COOLEY: I take it thet you were voleing a general objecd

tion, but not one on which you expected & ruling, Mr. Bushnell?

nt

g
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MR. SETH: I think it is & compleint rsther then en objectiom

Mr, Bushnell: I would say this, that if this cese is appeel
ed, I want It to be known on record that I have objected to any
attempt of Shell's stetement to present informetion in lieu of
of testimony, which should heve been presented in the normal man-
ner, snd I would hope:that on sppeal, that that informetion could
not be considered ss gvidence, thet!'s the purpose for my stetement
I em not objecting to its use by the Commission,

¥MR. COOLEY: Th*n you ere not objecting to it in the record?

MR. BUSHNELL: That's right.

MR. PORTER: Anyone else have anything further in this cese?

If not, we will teke the cese under advisement,
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STATE OF NEW MEXICO 2
COUNTY OF BERNALILLO )

We, ADA DEARNLEY and J. A. TRUJILLO, Notaries Public in end
for the County of Bernalillo, State of New Mexico, do hereby certi
thet the foregoing end attsched transeript of proceedings before
the 01l Conservestion Commisszion ofr the Stete of New Mexico was
reported by us in Stenotype and reduced to typewritten trsnscript

by us end that ssme is & true and correct record to the best of

our knowledge, skill and ability.

WITNESS my hend and seal this 26th day of March, 1957.

Notary Publile, Court Repqyfer

,’\ : 5

Co??% Reporfer /

My Commission Expires:
June 19, 1959. |

DEARNLEY-MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE - SANTA FE
3-6691 2-1869




