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BEFORE THE
OIL CONSERVATION COMMISSION
SANYA FE, MNEW MEXICO
JUNE 11, 1958

I8 THE MATTER OF:

CASE NO.1L471 Application of Phillips Petroleum
Company for a non-standard gas pro=-
ration unit. Applicant, in the
above~-styled cause, seeks an order
establishing a 2l0~acre non-standard:
gaeg proration unit in the Tubb Gas
Pool consisting of the NW/L and the
W/2 S/l of Section 2lj, Township 22
South, Range 37 East, Lea County,lew:
Mexico, said unit to be dedicated to:
the applicant?s Sims Well No. 3,lo~ :
cated 1980 feet from the North and :
West lines of said Section 2l. :

*e ss e se g

.
-
.
.
.
.

BEFORE:
Daniel 8. Nubter, Examiner.
TRANSCRIRT OF PROCEEDINGS

MR. NUTTER: ‘he hearing will come to order, please. The
next case on the docket will be Case 1L71.

MR. PAYiE: Application of Phillips Petroleum Company for
a non-standard gas proration unit.

MR. KELLAHIN: If the Commisslon please, we will have in
addition to the two witnesses who testified in the preceding caseg
an additional witness, Mr. Meroney.

MR. NUTTER: The record will show, I believe, that the

first two witnesses were qualified for testimony in this case. If
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the third witness will stand and be sworn.
(Witness sworn)
MR. KEBLLAHIN: We might call as our first witness Mr.
Lawrence.
CARL F. LAWRENGCE,
recalled as a witness, having been previously duly sworn on oath,
testified as follows:
DIRECT EXAMINATION
BY MR. KELLAHTN:
Q Will you state your name, please?
A Carl F. Lawrence.
Q Are you the same Mr. Lawrence who testified in the preced
ing cases? A I am.
Q IMr. Lawrence, are you familiar with the application in
Case 14717 A T am.
Q@ Have you made a study of the history of the subject well,
The Sims Well No. 37 A Yes, sir.
Q¢ Would you briefly give the history of that well and the
present staﬁus of it?
A The Phillips Petroleum Company lo. 3 Sims Well 4is locate
1980 from the North line, 1980 from the West line, Section 2,
Township 22 South, Range 37 East. It 1s drilled to a total depth
of 6,903, plugged back to 6,368, completed from the Drinkard throu
a series of perforations, 6,365 to 6,120; -2 Initial flowing

potential of 130.883 barrels of oil per day. This well was complet

jon

pET

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 3-6691




7/29/1948. At the present, the latest well information, which wasg
available to me was in the middle of 1957, where the well pumped
ten hours, recovering L.l5 barrels of oil, no water, with a GOR of
3,085 from the Drinkard oil zone.

Q@ HNow, in your opinion, is that economically productive of
oll from the Drinkard at the present time?

A TIt's very rapidly and practically at the point of being
non-economical to operate, as far as the Phillips Petroleum Compan]

i1s concerned.

A We propose to plug bacl” the well and recomplete it out of
the Tubb Gas zone.

Q@ How, have you prepared an Exhibit showling this proposed re
completion?

A This Exniblt was prepared by our Natural Gas Department.

€@ Is that marked as Exhibit No. 1, or would you have 1t so
marked, please? A (Witness complie

Q Now, referring to what has been marked as Exhibit No. 1,
would you state what is proposed to be done as shown by that Ex-
hibit?

A We propose to plug back and perforate opposite the Tubb
zone from 6,020 to 6,150. We propose to wash with mud acid and
high rate sand frac, and get a completion from the Tubb Gas 2zone.

We propose to produce the gas through tubing perforations 6,144 to

6,150.

& HNow, what is proposed to be done with the well, Mr. LawrenLe?

s)
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Q HNow, have you prepared an Exhibit showing the proposed
unit and other information pertaining to the farmation?

A Yes, sir. That unit would be shown on our structure map.

Q Would you have that marked as ZExhibit No. 2, please?

A (Witness complies) |

Q@ HNow, referring to what has been marked as Exhibit No. 2,
would you state what that shows?

A Exhibit No. 2 is a structure map contoured on top of the
Tubb marker as designated by the Conservation Commission. The
structure map as contoured on top of the Tubb marker indicates a
nosing terrace with small closing closures running east and west
from a main north-south anticlinal anomaly to the northwest. The
wells in~Section 24, 22 South, 37 East, are shown in various colon
to show where the wells are currently producing from. This color
legend is indicated also on the structural map. The surrounding
Tubb Gas Wells aré colored in red and are indicated on the struc-
ture map. There is no established gas, water, or oll-water con-
tact established in this Tubb area, and therefore, we have not
shown it on the map. The green arrow indicates the No. 3 Sims Wel]
which we propose to plug back and complete from the Tubb Gas zone.

Q Now, does the Exhiblt show the proposed unit which is the
subject of this application?

A It is shown on the cross-section as being the NW/4 of Sec-
tion 24, in the W/2 of the SW/4 of Section 24, 22 South, 37 East.

Q Is there any well on that acreage dedicated to the produc-

1
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tion of gas from the Tubb formation?

A There 1s not.

Q@ On the basis of the information contained iIn this Exhibit,
Mr. Lawrence, is it reasonable to presume that all of the acreage
proposed to be dedicated would be productive of gas from the Tubb
zone?

A Yes, sir. All of the acreage that we propose dedicating

to the Wo. 3 Sims would be productive of

L)

e}
i\
[ 4]
*

Q Now, do you have a log of the subject well, the Sims No.

3?
| A Yes, sir, I have.

¢ Would you have that marked as Exhibit No. 3, please?

A (Witness complies) |

Q@ Now, referring to what has been marked as Exhibit No. 3,
would you state what information that shows?

A Exhibit No."3 is a radio-active log run on the iNo. 3 Sims
Well. On it are shown the various tops that the Phillips Petrol-
eun Company has pilcked. It shows the producing interval as con-
sidered by the Commission as the Tubb Gas zone, and also shows on
it the top of the Tubb marker which was used in making the struc-
ture map. It also shows the present completion on the No. 3 Sims
Well being from the Drinkard zone.

Q Is the proposed new completion also shown on the --

A Not on the radio~active log. It is shown on Exhibit No. ]

Q@ Now, based upon your study of this area, as a geologlst,
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in your opinion, will one well drain 2110 acres?

A Yes, sir.

@ On what do you base this conclusion?

A T base that on a geological standpoint, that from the
productivity of the wells in the Tubb Gas zone the wellg have
stood up surprisingly wéll, vhich would indicate to me that they
are draining a substantial area. The porosities are falrly high
for the Tubb zones. The average porosity in the 'tubb is approxi-
mately 8.5 percent. Permeability valves, I do not have any
information as to the permeability of the ''ubb because there has
. not been any coring in the area, and we cannot calculate that from
électrical log.

Q Have you made a study of net pay tﬁickness in this area?

A The net pay in the Tubb is approximately L0 feet. As we
pick it from the radieactive and electrical logs that we have in
the area, the gross pay would be in the neighborhood of léO’to
gross pay.

Q Would you repeat again what the net pay would be?

A  Approximately 4O feet net.

Q@ Now, in your opinion, would the drilling of an additional
well to the Tubb formation in this area be justified?

A No, sir, we cannot justify drilling an additional well to
be completed from the Tubb.

Q Would it be economic, in your opinion?

A It would not be economical physically to do so, no, sir.
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Q@ Mr. Lawrence, as I understand, Exhiblt No. 1 was prepared

by your Gas Department?
A Thatt's correct.
Q Have you examined that Exhibit to determine whether it is
a correct representation of what i1s proposed to be done?
A Just a moment.
Q That's Exhibit HWo. 1.
A Yes, sir. Yes, sir, that's a correct representation of
what is proposed on that well.
Q Now, Exhibits Nos. 2 and 3 were prepared by you or under
your direction and supervision? A Yes, sir.
MR. KELLAHIN: At this time we move the introduction of
Bxhibits 1, 2 and 3 inclusive.
MR. WUYTER: Is there objection to the introduction of
Phillipst! Exhibits 1, 2 and 37 If not, they will be admitted.
MR, KELLAHIN: ‘1hat's all the questions I have.
MR. NUI''ER: Anyone have any questions of Mr. Lawrence?
MR. COOLEY: Yes.
CROSS EXAMINALTON
BY MR. COOLKEY:
Q& Mr. Lawrénce, you stated,in your opinion, one well will
drain 2l;0 acres in this area, the Tubb Gas Pool?
A Yes, sir.
Q@ And will you repeat again what you pase that opinion upon?

A Well, I base that a lot on the productive history of the
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wells In the area. The wells have stood up surprisingly well, and

that would indicate to me that they are draining a substantial ared

As to the actual facts, I think our engineering witness would be
better situated to testify to that.
Q Mr. lawrence, can you calculate how much gas is in place
under that 240-acre tract?
MR. KELLAHIN: That will be covered, Mr. Cooley, by the en+
gineering witness.

MR. COOLEY: Mr. Lawrence has testified that in his opinion

=4

there is gas in place under that acreage, and I would 1like to pur-
sue this line of questioning to determine in some more detail why
this is so.

Q (By Mr. Cooley) Can you give me an answer to that?

A Would you repeat the question?

Q Is 1t possible, in the absence of core data which would regt
flect the porosity in the Tubb zone underlying this 240 acres, to
determine how much gas is in place under that acreage?

A Yes, sir, we can estimate it.

Q@ By what method, sir?

A We have estimated a recoverable gas figure --

Q@ On this well?

A

Just a moment. As I say, the No. 3 Sims Well is not yet

completed. We base our analysis on the Gulf Dan Glade;the Gulf Nol2

Max Guttman, and the No. 1 Monstate. The geological analysis sec-

tion that we have at Midland has analyzed this, and they have arriyed
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at an average, shall we say gas valve per acre. They multiply this
times the net pay thickness, --

@ How would they get the average gas valve per acre?

A Well, that is not my work. It is the worlk of our analysis
section in Midland. They take into consideration all gas wells in
the Tubb Field; they get the cumulative production figures on it;
the amount of net pay that each well has; they base a lot of that
on experience. It will vary from company to company,but that is
our method of doing i1t, and that is how we assign our reserves to
it.

@ However, none oi the information to which you referred will
tell you where that gas 1s coming from, will it, Mr. Lawrence?

A VWe know it 1s coming from the Tubb zone.

Q@ Yes, sir. I mean -~ but what particular tract or how largg
a tract it is coming from? This information is o no value whatsoA

s 1t?

i..!c

ever in determining the area which one well will drain,

A Well, as I say, I am not qualified to say what area a well
will drain.

Q@ Would you like to withdraw your opinlon that it will drain
2li0~acres in this =--

A I think I can offer an opinion, and I've told you what I
base my opinion on. Our engineering witness will testify as to
how much one well will drain.

& 3ut this opinion which you offer has no basis in determin-

ing how much gas 1s in place in one particular acre or under one
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particular tract?

4 Well, T think 1t does have. 1ile base a lot of that, as T
say, on experience 1in the area.

€ Mr. Lawrence, unless you know the porosity in the particud
lar tract, you can!'t know how much gas is under it, can you?

A Vie know what the porosity is. You see, welve got five well
that have penetrated the Tubb on that 2l 0-acres. We have run radid
activity and electrical logs on each one of fhose wells. From
those logs we can calculate the porosity.

Q@ Can you determine the presence of porosity rather than cal-
culate the degree of 1it?

A Ve can éalculate the degree and also know that there is
poroslty there from those logs.

Q What degree of porosity do you find in those logs?

A Average of Y.l percent.

Q@ Then, would you say that there 1s a considerable amount of
gas in place in this particular tract, based upon the information
Wwnich you have?

A Yes, there is considerable gas in place there. That's uhy
we would like to get that well completed in the Tubb.

Q Wouldn't you say that the datum you presented would indicat
a rather good reservoir?

A Ilo. We are looking at porosity, and again,the vermneabiliti
of course, are low. The well will have to be zand fracd. Your ne

pay thickness, again, we estimate at L0 feet. The cost of drilling

S

[

[$2)
6]
-
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well does not -- well, the cost of drilling a well is so high in

comparison to our payout that we cannot -- 1t is just not economicd

feasible to drill a well to be completed from the Tubb zone alone.

1lly

Q Based on the production history of the three wells, the Chjo

Wells, the study which you said your department has made, how long
will it take for a well to pay out?

A By that, you mean drilling‘a new well ané completing it
from the Tubb?

d We will take that first :_yeg; " . please.

A In the nelghborhood of approximately fiveAand a half yearsi

¢ How, are there any wells in the g7/l to be recompleted in
the Tubb?

A Well, there again, we do not have a full hundred and sixty
acre unit to put behind a well.

Q The SW/4 is not dedicated to a Tubb Well?

A The SW/l. of 2l, we have the west 80, as the Phillips
Petroleum Company, wWe have a twenty-five percent Interest in it;
would be the E/2 of the sSW/l..

Q Is any of that acreage dedicated to a Tubb Gas Well?

A The Ohio 0il & Gas Company No. 1 Muncy l1s a Tubb Gas
Well, having a proration unit of 160-acres. They are proposing to
complete or dually complete the No. 3 Muncy Well.

Q 1In the SW/L of 2l .--

A That is correct.

G =-- as a Tubb Gas Well?
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sir.

QUESTIONS BY IMR. HUTTER:

Q

]

the Drinkard?

A

Drinkard 7/29/,8.

Q

A

1957, 39,032 barrels of oil.

€

A

€
A

Drinkard zone on a well test taken 5/18/57, well flowed fifteen
hours,24/64 choke, recovered 2.77 barrels of oil, no water, with

a GOR of l,750.

Q

As a Tubb Gas Well.

MR. COOLEY: That's all the questions I have. Thank you,
M. NUTTER: Any further questlions of Mr. Lawrence?

Mr. Lawrence, uwhen was the Sims Well No. 3 completed in
In the Drinkard -~ uso. 3 Sims Well was completed in the

And how much oil was produced from that zone, please?

I have cumulative figures to -- let's see, To the lst of

And how about your Lo. 5 Well, uwhen was it completed?
Phillips Petroleum Company's No. 5 Sims was completed 8/17,
And how about the cumulatije_production?

Cunulative production to 11/57,1l,8L0 barrels of oil.
And what is its current producing capacity?

Current producing capacity of our mno. 5 Sims Well from the

That was 2.77 barrels in the --
Barrels of oil.
-~ test period of fifteen hours?

Yes, sir, fifteen hours.

/113 .

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE., NEW MEXICO
Phone CHopel 3-6691




I15

Q@ Do you have a comparative test for the #o. 3 Sims at that
same time last year?

A Yes. The NQ. 3 Sims Well test taken 5/21/57, the well pumy
ten hours recovering .15 barrels of oil, no water,GOR 3038. That?d
from the Drinkard Oil zone.

Q@ So this Ho. 5 Well has reached a stage of depletion where
it will probably be advisable to do something with it before long,
wont!t 1t?

A Yes, sir. Of course, I believe that gas is being scld as
casing head gas which gives the well some revenue.

Q Its productive capacity is less than the No. 3, however,
isntt 1it?

A Yes, sir, it is.

Q Do these wells which produce from the Drinkard penetrate
the Tubb formation? A Yes, sir.

Q So a well ﬁould not have to be deepened but plugged back
and perforated? A Yes, sir.

Q@ What do you estimate it would cost to convert one of these

wells from &> Drinkard Well to a Tubb Well?

A To plug back from the Drinkard zone and complete out of thé

Tubb zone, our figures, or an estimated figure would be approxi-
mately 13,000 plus 32500 surface installation.

Q@ How about Blinebry Wells? Do you have two Blinebry Wells
on this 2lj0~acres? | ‘A Yes, sir.

Q Is that No. li a dual between the Blinebry and the Drinkard

ed

a4
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A Yes, sir, Blinebry and Drinkard.

Q And your No. 1 Well there on the SW/l; was drilled to the
Blinebry as an individual well, 1s that correct?

A No, sir. The Ho. 1 Sims was drilled to a total depth of
7,377 in granite, and then plugged back and completed.

Q@ Thatt's a single producer from the Blinebry?

A Yes, sir.

Q ‘Has any attempt been made between Phillips Petroleum Com-
pany and the Ohio 0il Company to communitize the SW/l of Section
217

A Well, sir, we have under =-- itts in the plans of developme}
Ohio wants to go ahead and we are walting on management'!s approval
to dual the No. 3 Sims. However, the Ohio Muncy lease contains
320 acres, and they propose two lb0-acre units in that sectioﬂ
there having Tubb Gas Wells, then the Chio No. 1 Muncy and Chio
No. 3 Muncy.

Q@ Does Phillips own an interest in the éntire 320 acres?

A Yes, sir. We have a quarter working interest, I believe.

MR. NUTTER: Any further questions of iMr. Lawrence? If
- not, you may be excused.
(Witness excused)
MR. KELLAHTH: I would like to call Mr. White as the next
witness.
H. T. WHITE,

recalled as a witness, having been previously duly sworn on oath,
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testifiled as follows:

DIRECT EXAMINATION
BY MR. KELLAHIN:

¢ Will you state your name, please?

A H., T. White.

Q Are you the -same Mr. White who teStified in the preceding
cases and was sworn and qualified for this case?

A Yes, sir, I am.

Q ¥Mr. White, you heard the testimony of Mr. Lawrence as to
porosity and other tractors in this reservoir, and the net pay
thickness. Do you have any information on pressures and open flow
potentials of the wells in this area?

A Yes, sir. I investigated those this morning in the Com-
mission's office.

Q On the basis of that information, have you made any calcu-
lations as to reserves concerned?

A Yes, sir, I have.

Q Would you give us that information, please?

A On the basis that we can complete a well that i1s capable of
producing approximately a million feet a day in this formation, my
figures indicate it will take from ten to fifteen years to drain
all the gas out from under that tract.

Q@ Under wnat tract?

A  Under the Zuo—acfetSims tract.

Q KHNow, on the basis of this calculation, 1s one well, in youn
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opinion, draining more than 160-acres?

A Yes, sir. Hy calculations are made upon the basis ot 240~
acres.

Q What is your Jjustification for making your calculations on
that basis?

A  On the basis i :0f . the length of time it takes to drain
the gas as contained under the unit as being a reasonable time to
recover the gas. And I believe that ten, fifteen years is reason-
able in this case.

Q Now, in your opinion, will one well drain 20 acres?

A Yes, sir, I believe i1t will.

Q@ Would the draining of an additional well constitute waste?

A Yes, sir, I believe 1t would.

Q Is approval of the unit as sought by Phlillips Petroleum
Company necessary in the interest of prevention of waste and in-
terest of protection of correlative rights?

A I believe it 1s, yes.

Do you foresee any possibility of drainage in this acread

‘Q)

if this application 1s not approved?
A Unless the full acreage is developed by well, I believe tng
it will be drained.
MR. KELLAHTIN: “Yhatts all the questions I have.
MR. HUTTER: Any dquestdons of Iifr. White?
CROSS EXAMINATIONW

BY IMR. COOLEY:

3
b

e

t
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Q@ Mr. White, I am sorry I wasn't here when you testified -

before., Did you testify as an engineer -=

A Yes, sir.

Q == reservolr engineer? A Yes, sir.

Q@ Mr. White, again I missed the basls for your conclusion
that one well will drain 24,0 acres in this pool.

A TUsing the percentage porosity as quoted by Mr. Lawrence
and the net pay thickness, and an average bottom hole pressure of
approximately 2,000 pounds, calculating reserves upon that basis,
I figured that it would take from ten to fifteen years to drain ths
at the rate of one million feet per day.

Q Have you been able to calculate a reserve per acre?

A On the basls that I Just stafed, that he quoted that thers
were [0 feet of net pay in the area with percentage porosity of
8.l percent.

Q Do you have any information as to the permeability under
this tract?

A Only as to the size of the open flows of the various wells
in the field which range from over-;-slightly under a million feet
up to one hundred ninety-two million feet per day.

Q Thatts throughout the pool?

A  Throughout the pool, yes, sir. Thatts the test that T
had available. I don't know whether there were more taken or not.

Q That indicates considerable range of permeability, does it

not?

1t
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A Yes, sir, it sure does.

Q What part does permeablility play, and of what imﬁortance ié
permeability in determining the area which one well will drain?

A It plays quite an Important part. If you have a well with
practically no permeablility, it takes longer to drain the area. Iff

you have one with large permeability, it doesn't take quite so long

T

All of us want good permerble wells.

Q The higher the permeability, the less distance and less
acreage a well will drain, is that not true?

A TNo, sir.

Q I beg your pardon. The higher the permeability, the more
acreage it will drainggffiéienfi&? A Yes, sir.

Q =- and conversely the opposite?

A Depends on what you mean by efficiently.

Q Without leaving a substantial amount of gas in the outer
periphery of the drainage area?

A You have to consider the time taken. Most wells with near]
any permeability will drain a considerable differenée irrespective
of their permeability, but they have to have more time. Now, you
have to consider that in relation to the other wells which are com;

peting with it.

Q Might that time run in the thousands of years?

A It sure could.

Q And is it feasible to produce wells for that long?
A No, sirj; thatt's right.

y
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Q@ At the end of the economic life of the well, 1if you have a
low permeabllity, the pressure at the outer periphery will be
higher?

A Thatts correct.

Q Then, the higher the pressure, the more gas will be left
in place? _ A Thatt!'s correct.

Q Now, with the permeability of the well in question being
an unknown factor, how can you state that this wéll will drain 2,0
acres?

A T stated that on the basgis that we get a well thgt is cap~-
able of producing a million feet a day, that is would tgke ten to
fifteen years. We do not know at the present time whaixkind of'
well we will get, but we feel that field is capable of proéucing
this kind of well. We may not get anything.

Q Without the permeability information, you cannot make any
accurate determination of the area which one well will efficiently
and economically drain -=~

A Until we get the well, we cant't tell you, no, sir.

Q =- so at this time it 1s mere speculation as to how much
this well will drain?

A That is correct. However, we feel sure that we will get a
well that will drain this in view of the surrounding wells.

Q@ Now, Mr. White, you said you felt that waste would occur
if an additional well were drilled. Would you tell me what kind

of waste you are referring to?
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A The ecohomic waste, the drilling of an unnecessary well.

Q@ The expenditure of money of drilling an unnecessary well?

A Yes.

Q If wouldnt't be leaving gas in the ground, or anything like
that?

A The amount that would be left would be =-- the difference
between the amounts left would be fairly insignificant.

Q The drilling of an additional well certainly would not leav
any gas in the ground? A No, gir.

Q It wouldn't cause any underground wastes to drill an un-
necessary well?

A No, sir, it would not.

Q Then, it would result in what you feel would be the unnecesg
ary expenditure of money rather than waste of hydrocarbons?

A We dont't say that drilling another well would mean that we
would lose any gas.

Q@ You wouldn't waste any hydrocarbons?

A No, sir.

Q@ And you say that if this additional 80 acres 1s not per-
mitted to be dedicated to the well, that i1t will be drained. T as-
sume you mean by some other operator?

A That is correct.

Q Would you point out on your Exhibit 2 and tell me which
wells you feel would cause this drainage?

A Any of the surrounding wells could cause this, having their

€

Se

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEW MEXICO
Phone CHapel 3-6691




23

full acreage dedicated to their well and not having its full acre-
age dedicated to its wells, since we feel there is fair communica-
tion throughout the reservoir.

Q Having its full acreage dedicated. Is there any well shown
on Exhibit 2 that has more than a hundred and sixty acres dedicated
to it in the Tubb?

A Yes, slr, there is.

Q Which one is that, sir?

A It is in Section 10, up in the northwest corner, Skelly.
The AB Baker,

Q@ Now, how far is it from the AB Baker well, Skelly well,
which you just referred?

A To the W/2 of the SW/l of Section 2. Looks like two and
a half miles.

Q Do you feel that if you ran communication tests between
your No. 3 Well and Skelly Well, it will show any results whatso=-
ever wlithin a reasonable period of time?

A T doubt that within a reasonable length of time. "~ You ecould
run that even between offset wells in this gas reservoir.

Q@ That would indicate to be very unlikely that the Skelly
Well would drain that, wouldnlt it? ‘

A Not necessarily.

Q Mr. White, 1is that quite a ways ==

A Yes, sir, it is quite a ways across there. I don't mean

that the gas from the S/2 of this section will travel over there.
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It will only travel slightly off of our place, and Skellyts gas
will come from somewhere else. I dont't mean to say that they've g
a pipeline over to our place.

Q Now, on your No. 3 Well, which you propose to complete,
the subject well, will be the closest well to this, will it not?

A Thatts correct.

Q And i1f any dralnage of this type occurs, it will be more
likely to come out of No. 3 than any other well?

A T would say it would get a good share of it.

MR, COOLEY: Thatts all the questions I have. Thanks.
MR. NUTTER: Any further questions of the witness?
MR. KELLAHIN: I would like to ask one further question.

Q@ In your conclusion that this would -- failure to include
this 80 acres would result in drainage of gas, is that based upon
the size of the offgetting units or on the fact that there would
be undedicated acreage involved?

A There would be undedicated acreage involved in which we
have gas that does not have an allowable to take that gas out as
production.

MR. KELLAHIN: Thatt?'s all I have.
MR, NUTTER: Mr. White, how, in your opinion, does the
Blinebry Gas Pool reserves compare with the Tubb Gas Pool? g?
A I have not made any study of that.
RECROSS EXAMINATION

BY MR. COOLEY:
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Q Mr. White, in reply to Mr. Kellahin's last questlion, you

said the drainage would occur from the fact that Phillips would ha
undedicated acreage. Now, in Section 2l alone, aside from this
particular 80 acres in the W/2 of the sW/L of Section 2, how much
addltional acreage 1s undedicated, insofar as the Tubb Gas Pool is
concerned?

A There will be the N/2 of the NE/ still undedicated.

Q The entire NE/A 1s undedicated at the present time, is it
not? |

A I believe it is at the present time, yes.

Q And the E/2 of the SW/h is undedicated at the present time
is it not?

A Yes, sir, it is.

Q Now, moving over to the offsetting section, directly to
the south, the entire Section of 25 is undedicated, is it not?

A T believe there 1s a well --

Q Beg yourvpardon. Three-quarters of Section 25 is undedi-

cated? A Yes, sir.

Q Offsetting to the west entire Section 13 is undedicated?

A That is correct.

Q Offsetting to the north half of Section 13 1s undedicated?
A That 1s correct.

Q And offsetting to the E/2 of Section 19 is undedicated?

A That is correct.

Q@ Now, isntt this just an indication that these operators

Ve
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have been unwilling to expend their monies to develop their Tubb
acreage to that point?

A That is correct. They will be subject to drainage by the
wells which are developed.

Q 8o your situation will certainly not be unusual?

A How do you mean, "unusual?"

Q There will be a lot of undedicated acreage in the immediat
area drained, assuming it is never developed by the existing wells

A That is correct.

MR. COOLEY: Thatt!s all. Thank you.

QUESTIONS BY MR. NUTTER:

Q Mr. White, 18 there presently a gas proration unit dedicate
to your Sims No. L Well?

A Not in the Tubb.

| Q I‘mean in the =~ I beg your pardon -- in the Blinebry.
A T dontt know about that. I could look that up.
Q .It is a dual completion in the Blinebry Drinkard, isntt it
A We have a Phillips Sims No. 1 which is on an 80-acres.
Q That has an acreage factor of .5°?
A Yes, sir. And NoJdihas an acreage factor of 1.

Q So evidently the No. L has 160 acres dedicated to it, and |
all probability it is the NW/l. of that Section?

A Thatt!s correct.

Q And the No. 1 Blinebry Well has 80, so that undoubtedly

would be the W/2 of the SW? A That 1s correct.

W
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Q Do you know, or is it your opinion, that these have been
profitable ventures in the Blinebry?

A I don't know.

Q@ Do you have an opinion on it?

A HNo, sir, I dontt. Never had occasion to look into it.

MR. NUTTER: Anyone else have any further questions of Mr.
White? If not, he may be excused.
(Witness excused)
MR. KELLAHIN: Call Mr. Meroney, please.
JOE D. MERONEY,
called as a witness, having been first duly sworn on oath, testi-
fied as follows:
DIRECT EXAMINATION

BY MR. KELLAHIN:

Q Would you state your name?

A Joe D. Meroney.

Q By ﬁhom are you employed and in what position?

A Phillips Petroleum Company as staff attorney.

Q Are you a licensed attorney 1n the State of Texaé?

A T am.

Q@ Now, Mr. Meroney, would you spell that name for the benefi

of the record?
A M-e-r-o-n=-e-~y.
Q@ In your position as gtaff attorney for Phillips Petroleum

Company have you had anything to do with the Sims lease which is
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involved in this application?

A Yes, sir, I have.

Q Now, what is the status of the lease insofar as your depar
ment 1s concerned at the pfesent time?

A It is now in suit in the case of George W. Sims and Amand
E. Sims versus Phillips Petroleum Company, Case No. 14542, in the
District Court of Lea County, New Mexico.

MR. COOLEY: 145427

A That is correct.

Q (By Mr. Kellahin) Now, does that suit have anything to do
with the Tubb formation?

A Yes, sir, it does. The suit involves two counts, one for
drainage of the Tubb from the Gulf No. 1 Dan Glade on the north
and also for failure to develop the two }0Ots which are not de-
veloped in the Drinkard,

Q Now, =--

A And ~-- excuse me -~ for drainage from the Dan Glade also.

Q On the Drinkard?

A On the Tubb.

Q@ On the Tubb. Now, ﬁas any effort been made to communitize
the acreage involved in this 2lj0-acres for the formation of two
standard units? A Yes, sir.

Q Would you state what those efforts have been?

A Yes. We attempted to communitize the E/2 with the W/2 of

the SW/l; of Section 2lj, and it has been unequivocably rejected
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by the Sims who own all of the royalty under the W/2 of the SW/.

They own no royalty under the E/2 at that quarter.

Q@ Now, has Phillips given any consideration to the formation
of a standard unit by means of forced pooling as provided by the
New Mexico statutes? A No, sir.

Q And for what reasoﬁ?

A It would seriously affect the status of the law suit and
probably make that impossible.

Q@ In your opinion, 1s it necessary, then, to form a non-
standard unit such as that sought by Phillips Petroleum Company in
thls case? A Yes, oir.

MR. KELLAHIN: Thatts all the questfins I have.
MR, NUTTER: Anyone have any questions of Mr. Meroney?
CROSS EXAMINATION
BY MR. COOLEY:

Q Mr. Meroney, by your statement that it would make settle~
ment of your existing suit in Case No. 15,2 impossible if you
moved to force cormunitizing this acreage, you mean it might ag-
gravate the Sims or as it stands, they Jjust won't talk to you?

A Not only that. They put us in bad procedure; were we to

fully develop the acreage in the Tubb, since the suit was filed

prior to the time the Dan Glade Well begén to produce an appreciablle

amount of gas from the Tubb.
Q@ I didn't understand that last remark.

A I say since the sult was filed prior to the time an appreci
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able amount of gas was produced from the No. 1 Dan Glade to he

north.

Q Does the suit involve in any way the SW/u of 2l or the W/2|"

thereof ?

A The SW/LL? Well, yes, it involves the E/2, the original
lease,which Phillips Petroleum Company hold%from the Sims, covers
all of Section 2, except the N/2 of the NE/Li, being a full inter-
est lease in the NW/l and the W/2 of the SW/l and a quarter inter-
est lease on the remainder of the acreage.

Q By my question, Mr. Meroney, I meant do the Sims allege-
any drainage of the W/2 of the SW/L?

A No, they allege failure to develop the entire acreage in
the Tubb with drainage on the NW/L.

Q Drainage on the NW/l, ~--

A Well, thatts -~

Q == and you can meet your offset obligations by completing
a well on a standard unit on the NW/L, could you not?

A That is correct.

Q And you would still be faced with the question of how to
develop the 8W/l of 24%

A The W/2 of -~

Q Thé w/22

A That is correct.

Q What would happen if you failed to develop the W/2 of the

sW/ly of 242
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A Well, we would be immediately subject, then, to suit for

drainage from the wells on the E/é, or proposed well on the E/2
of the two standard units by Chio, the remainder of the lease.

Q T mean under existing circumstances, assume that you don't
devélop, wouldn't the result be that that portion of the lease wou
be cancelled?

A That would result in what?

Q@ Cancellation of that portion?

A That remains to be seen. There is that possibility.

Q There 1s at least a possibility?

A Yes, for non-development, assuming the situation remains
the same, if there were no direct offset.

Q@ I still don't see the disadvantage you would suffer with
regard to forced pooling in Section 24.

A Has to do with notice. .

Q Would you elaborate, please?

A Yes. There could be no cancellation unless we had prior
notice that they considered the covenants breached under the lease
and if it is completely developed, it would be impossible for them
to give us notice. The way the sult 1s developed, we are in that
position now, having already had one hearing on the motion to dis-
miss sustained.

Q Then, iﬁ effect, what Phillips is here asking is for us to

make our declaration that the W/2 of the SW/4 of 24 is -- would be

developed by a well ~
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Tire, s0 to speak?

A No, that is not true. It affects the suit, that's true,
and that's what I am testifying to, but insofar as asking you for
the purpose of settling the law suit, that 1s not our intention.

MR. COOLEY: That is all.
MR. PAYNE: Let me pursue this a little further here.
QUESTIONS BY MR. PAYNE:

Q I fail to see how this could compromise the law suit if yoy
developed the NW/U4 here on 160-acre spacing. You entered into
negotiations with Ohio to also form a standard unit in the SW/U,
did you not?

A Assuming we could get a communitization agreement from the
royalty owners, which we have attempted to do and they have refused.

Q@ But that one reason, you say, is because this law sult is
pending?

A No, they just refuse to communitize the W/2. I don't know
the relation of the law suit to their attitude in communitization.

Q You don't want to attempt to force pooling --

A That is correct.

Q@ -- because this law sult was pending?

A That 1is correct.

Q@ But forming a standard unit 1in the NW/M would not compromiée
a law sult, the law suit could proceed to conclusion, and then you
could ask for forced pooling from the SW/4? |

A Except that the W/2 of the SW is already involved in the
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law suit.

ard zones, does it not?
A That is correct.
MR. COOLEY: W/2 of SW/4 is not involved, as far as the'Tubb
zones 1s concerned?
A Yes, it is. Yes, sir.
Q@ It 1s not being drained.

A It is not developed either.

Q Is this a sult to develop both the Tubb and the Drinkard?
A Yes.
Q And drainage of the NW/4?
A That's correct.
MR. COOLEY: That's all the questions I have.
MR..NUTTER: Any further questions of Mr. Meroney?
MR. KELLAHIN: I would like to ask one further question,
please.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

Q Mr. Meroney, I belleve your testimony was that in the event

T

a standard unit were formed in the NW/4, and the W/2 of the SW/4 re
mained undedicated to a well, there would be no direct offsets to
that acreage. Would you consider the fact that the standard spacing
in this pool being 160 acres, would you not then have two direct off

sets to that acreage?

MR. NUTTER: This law suit involves development in the DriAk-
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A Assuming we recompleted the three?

Q@ Yes, sir.

>

Yes. They are all on the same lease.
Q@ And the Ohio Muncy lease -- A Yes.
@ =-- would be a direct offset to the acreage which would in-
clude the W/2 of the SW/42
A They are still on the same lease.
MR. KELLAHIN: That's all.
MR. NUTTER: Any further questions? If not, the witness
may be excused.
(Witness excused)
MR. KELLAHIN: At this time I would like to offer Exhibits
l, 2 and 3 inclusive.
MR. NUTTER: Without objection, Phillips Exhibits 1, 2 and
3 inclusive will be admitted in this case. Do you have anything
further?
MR, KﬁLLAHIN: I would llke to make a statement if there
are norother statements to be made first.
MR. NUTTER: Are there any other statements to be made in
this case?
MR. BOYNTON: Stephen Boynton for Continental 0il Company.
Continental 0Oil Company is opposed to the formation of any unit in
excess of 160 acres in the Tubb Gas Pool because the Commission in

setting up the Tubb Gas Pool Rules has not found enough evidence tdg

_Jjustify a change in the gize of the gtandard gas well unit from 16¢
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~order to support such an order, made a finding that one well would

acres, and until some operator presents conclusive proof that the
average Tubb Well will drain more than 160 acres, there is no reasq
for granting a larger sized unit. The New Mexico 0il Conservation
Commission has an excellent record for‘consistency in maintaining
spacing in the Tubb Gas Pool.on a 160 acre basis. It is our recom
mendation that this record be maintained and that the 240 acre non-
standard gas proration unit sought in this case be denied.

MR. KELLAHIN: I would like to point out, in connection
with the statement that has been made by Continental, as shown by
the Exhibits offered in this case, Continental owns no acreage in
the vicinity of the subject well. Now, in connection with the con-
sistency of the spacing in the Tubb Gas Pool, which was commented
upon, I would like to make this observation: that this case is an
unusual case, admittedly, but it is certainly not unique. The ComH
mission established a proration unit of 160 acres for production off
gas from the Tubb Gas Pool, that is true. They made a finding thaf
one well would economically and éfficiently drain and develop 160

acres subsequent to the adoption of that Rule. However, the Com-

mission, in three cases, has gone beyond the 160-acre spacing in tHhe

Tubb Gas Pool, and at least by implication and of necessity, in

efficiently and economically drain in two cases, 240 acres, and I
refer in particular to Order No. R-519 which approved a 240-acre

unit for the Trinity Production Company, consisting of the NW/Ui,

the W/2 of the NE/4 of Section 21, in 21 South, 37 East. This Orddr

n
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wWas based upon a rinding that theé well was compleétéed prior to Janu.

ary the 1lst, 1954, whicﬁ was the effective date of the Order R-373-
that 1t was impractical to pool the acreage; that the offset ownersg
had not objected; that unless approved, the operator will be depriv
of the right to produce his Jjust and equitable share of gas in the
poolf}and that such a unit would prevent waste and protect correla-
tive rights. Certainly we have covered every single one of those
points in the testimony which has been presented here in this case
today. In Order No. R-590-A the Commission approved a 2U0-acre
unit for the Skelly 0il Company, which was referred to in the test]
mony of Mr. White, which consisted of the SW/4 and the SE/4 of Sec+
tion 10. Again, the Commission in that case made a finding not
found“in the preceding case; that the entire area was productive of
gas; that it was impracticable to pool; that offset owners had not
objected, and unless approved, the operator would be deprived of
the opportunity to produce his Jjust and equitable share of gas.
Again, the testimony in this case is covered each and every one of
those points. Now, in Order No. R-796, the Commission approved a
320-acre unit for the Ohio 0il Company in the Tubb Gas Pool con-
sisting of the N/2 of Section 11, 22 South, 37 East. In that case|
there are in faét, two wells located on the unit. However, becausé¢
of their location, the Commission approved a 320-acre unit assign-

ing the allowable to the Ohio's Iue Worth Ann Well No. 11, and that

L)

more than 50 percent of the allowable could be produced from eithe:

well. That was based upon a fidning that it was Impractical to

A;
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greate two standard units and that 1t would prevent waste and pro-

tect correlative rights to approve a 320-acre unit. Now, while
there are two wells on that unit, because of their location on the
unlt, certalinly the Commission had to make a finding that one well
will drain, whether it appears on the order or not, would drain in
excess of 160 acres, otherwise there would be no justification for
such an Order on the part of the Commission on the other two cases
of the 240 acres. The same acreage we are asking for was dedicated
to that one well, and on that basis we feel to the extent that it
can be shown by competent tests that one well will drain in excess
of 240 acres. The Commission has made a find;ng that one well will
drain 240 acres, or certainly in excess of £60yacrea in'the Tubb
Gas Pool. That's all we have, and 1 thank you.

MR.NUTTER: Are there any further statements in Case 1471°?

If not, we will take the case under advisement and take Case 1472.

!
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STATE OF NEW MEXICO )
COuNTY OF BERNALILLO ) >

I, Jo A, TRUJILLO, Hotary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the New Mexico
01l Conservation Commission was reported by me in stenotype and
reduced to typewritten transcript by me and/or under my personal
supervision, and that the same is a true and correct record to
the best of my knowledge, skill and ability.

WITNESS my Hand and Seal, this, the _ég_:_-“day of s
1958, in the City of Albuquergue, County of Bernalillo, State of

New Mexico.
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Nofary Public

My Commlssion Expires:
jfy that the foregoing 18
d of the proceedings in
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__——————-———/
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1 C.onservation Commission
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