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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
August 17, 1960

REGULAR HEARING

IN THE MATTER OF:

)
. )
Application of the applicant, Phillips Petro- )
leum Company, and the protestant, Tennessee ) CASE 1947
Gas and 0Oil Company, for a hearing de novo in )
Case No. 1947, Order No. R-1683, relating to )
the application ot Phillips Petroleum Company )
tfor two 80-acre non-standard oil proration )
units and one unorthodox oil well location )
in the Kemnitz-Woltcamp Pool, Lea County, New )
Mexico. )

BEFORE:

Mr. Murray Morgan
Governor John Burroughs

TRANSCRIPT OF HEARING

MR. PAYnE: The next case is 1947, which is an applica-
tion ot Phillips Petroleum Company for two 80-acre non-standard oil
proration units and one unorthodox well location.

I would like to call fof appearances in this case at
this time.

MR. SPANN: Charles C. Spann of Grantham, Spann and
Sanchez, 904 Simms Building, Albuquerque, appearing for the
applicanf. I have with me Mr. Carl Jones, attorney from Midland,
Texas, also with Phillips; and Mr. R. M. Williams of Bartlesville,
Oklahoma, also with Phillips Petroleum.

MR. HINKLE: I would like to enter an appearance for

the Tennessee Gas and Oil Company. William M. Armstrong, Division
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Attorney for the Tennessee Gas at Midland, Howard Bratton and
Clarence Hinkle of Hervey, Dow and Hinkle, Roswell.

MR. PAYNE: Any other appearances?

MR. KELLAHIN: Jason Kellahin, Kgllahin and Fox, would
like to enter an appearance on behalf of Sameﬁan 0il Corporation.,

MR. ANDERSON: R. M. Anderson, Sinclair 0il and Gas
Company. I would like to enter an appearance for the purpose of
making a closing statement at the conclusion of the testimony.

MR. HOUSTON: Richard Houston and Oliver Seth for
Shell 0Oil Company.

MR. PAYNE: You may proceed, Mr. Spann.

MR. SPANN: For the record, as I understand it, there
was a de novo, or application for de novo hearing filed by Tennesse+
and then Phillips, who had received a portion of their original
application, in other words, a 60-acre unit, also filed an applica-
tion for de novo hearing. So is it the Commission's position that
we're the moving party at this point?

MR. PAYNE: Yes, inasmuch as you were the original
applicant, and that both you and Tennessee askea for ae novo. I
think you should put on your testimony, and then Tennessee, and
then for other parties to put on what they might wish.

MR. SPANN: We have one witness, Mr. Don Czirr.

(Witness sworn. )

MR. SPANN: At this time I would like to, in the interest

of saving some time here, I would like to offer in evidence the

»
»
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Transcript of Proceedings, together with the exh
held incident to the Examiner hearing, ahd from
de novo application or proceeding came.

MR. PAYNE: Is there any objection t
of the proceedings in the Examiner hearing in th
incidentally is the same case number?

MR. HINKLE: We have no objection,

MR. PAYNE: All right.

MR. SPANN: It will be received?

MR. PAYNE: It will be received.

MR. SPANN: As part of the record?

MR. PAYNE: Yes, sir.

MR. SPANN: And so considered.

DON CZIRR
called as a witness, having been first duly swor
follows:
DIRECT EXAMINATION

BY MR. SPANN:

Would you state your name, for the ¥

Q

A Don Czirr, C~z-i~-r=-r.

Q By whom are you employed?
A

Phillips Petroleum Company. I'm the

Engineer in Midland, Texas.

ibits which were

which hearing this

o the incorporation

is case, which

n, testified as

ecord, please?

Division Reservoir

Q You previously testified at the Examiner hearing in

connection with this case, is that correct?
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A That 1s correct.
Q Have you ever testified before the full Commission?
A No, sir, I have not.

MR. SPANN: Does the Commission require a further quali:
fication of this witness?
MR. PAYNE: No, sir, his qualifications are accepted.
Q (By Mr. Spann) Mr. Czirr, directing your attention to
the Transcript of Proceedings in this cause, which was held before

the Examiner, have you reviewed your testimony that was given at

that time?
A Yes, sir, I have.
Q I believe that was held on April 30, 1960. Would your

testimony today in connection with the matters inquired into at tha
time be the same as you gave it at that hearing?

A Yes, éir, it would be., Our position at that time was
that we had the New Mexico A Lease, a 240-acre lease; we were askin
for permission to drill an off-pattern well and to obtain two 80-
acre non-standard proration units to fit this lease into the con-
figuration of the pool, as we interpret it.

Q Explain to the Commission just what brought about this
situation that resulted in this application; describe the rules
and the development of the Field and what's actually occurred here
in connection with your lease.

MR. SPANN: Incidentally, for the Commission to follow

this, although I assume that this exhibit is in evidence in the
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prior transcript, I would like to hand the Commission some contour
maps that show the location of the wells. I think to keep the

record straight, I would like to have that marked as Exhibit 5,

if I may.
(Whereupon, Phillips Exhibit 5
marked for identification.)
Q (By Mr. Spann) I will ask Mr. Czirr to explain what

is shown on that .exhibit in connection with this present testimony,
in answer to my question.

A Basically, the map shows the configuration of the
Kemnitz-Wolfcamp Pool. It shows the Phillips New Mexico A Lease
in red, the 240-acre lease under discussion now.

We drilled our No. 1 well, the New Mexico A-l, made a
flowing oil well with no water production. We drilled our No. 2
well in accordance with the rules that had been established for
this pool, which provide that the proration units shall be either
the East or West Half of a Governmental Quarter Section, and that
the well will be located in either the Northeast Quarter of a
quarter section or the Southwest Quarter of a quarter section.

We followed these rules in the development of this
leaée. The No. 2 well did not encounter commercial rates of pro-
duction, although we did have shows of o0il on drillstem tests and
in the samples., The interpretation, as was brought out at the
previous hearing, was that this 240-acre lease contained a minimum
of l60.acres that could reasonably be considered to be productive,

but because of the thinning of the pay section along the south edg
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of our lease, we required an exception to the fixed rules to de-
velop a second well on this lease, develop 160 acres,

Q This situation, could that reasonably be expected when
you have rigid spacing rules, as you approach the edge of a field?

A Yes. It would be certain to happen in any field where
you are dealing with large units, as we have in these deeper pays.

Q It's your position, then, that you have in excess of
160 productive acres within this lease?

A That's my opinion, ves.

Q And the proposed well location which is shown on that
exhibit, is that the most feasible location to produce this acreage
in your opinion?

A Yes, sir.

Q Now, Mr. Czirr, are you familiar with the order that wa

L' L

entered by the Commission in this cause, as a result of the Examiner

hearing?
A Yes, sir, 1 am.
Q Generally, what did that order grant to the applicant?
A The order granted the request for the off-pattern well

location, or New Mexico A Well No. 3, as requested; the unorthodox

proration units were not exactly as we had requested. We had requested

for two 80-acre non-standard proration units, but as the Commission
pointed out, we had not followed the quarter section lines and it was
not considered to be feasible to describe the proration unit we had

designed for the New Mexico A Well No. 3, which we were granted an
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exception for, and we were given 60 acres, which would be the
north 60 acres of the East Half of the Southwest Quarter of Section
25.

Q That unit did follow quarter section lines or quarter-
quarter section lines?

A Yes, that was the reason for the reduction, apparently,
was to follow the quarter section lines, or description that could
be easily registered.

Q In your opinion is there an 80-acre unit, non-standard
unit within the productive area that would follow quarter section
lines or quarter-quarter section lines?

A Yes, we could design our proration unit for our New
Mexico A Well No. 3 along lines as shown by this plat.

(Whereupon, Plaintiff's Exhibit 6
marked for identification.)

Q Directing your attention to Phillips Exhibit 6, what
does that show?

A It shows the South Half of Section 25, the Phillips New
Mexico A Lease and the two non-standard proration unitsthat we're
proposing today, each containing 80 acres. The proration units are
exactly as approved by the Commission, except the 20 acres shown
for the New Mexico A Well No, 3, which would be the North Half of
the Southeast Quarter of the Southwest Quarter, that would be the
only. change from what was issued.

Q Now you had proposed to amend your original application

or the plat attached to vyour original application, to substitute
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Exhibit 6 as being the non-standard unit?

A Yes, sir.

Q Which you would like dedicated to this well, is that
correct?

A That's correct.

MR. HINKLE: Did I understand that you are asking that
your application be amended?

MR. SPANN: To substitute this plat and that non-standa
unit for the one that is described in the original application.

MR. HINKLE: You are amending your application differen
from what it was advertised?

MR. SPANN: I think it's within the general terms of
the notice.

MR. PAYNE: Inasmuch as it is a de novo hearing, pre-
sumably the applicant would be entitled to start all over again,
so we'll look at the case as though he's asking'what is shown on
Exhibit 6 as the 80=acre non-standard unit.

MR. SPANN: That's correct.

MR. HINKLE: For the purpose of the record, we would
like to object to this amendment. There may be somebody that's
interested in this area who would have objected to this particular
form,‘setting up this form of proration unit, which wouldn't have
objected otherwise to the advertisement the way it was originally.

MR. PAYNE: Your objection will be so noted, Mr. Hinklel

MR. SPANN: I believe that's all we have from this

rd

p

———— —
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witness.
MR. PAYNE: Any questions of Mr. Czirr? Mr. Hinkle.
CROSS EXAMINATION

BY MR. HINKLE:

Q You don't recall, Mr. Czirr, whether or not your ori=-

ginal testimony showed the date of the completion of your No. 2

Well?

A It did, I believe.

Q What was that date?

A It shows that it was plugged and abandoned 8-28-58.

Q As a non-commercial or dry hole?

A As a non-commercial well, yes; sir.

Q When did you first file this application for non-standa
unit?

A Could I refer to my briefcase? I may have some notes
on it.

Q Yes.

A I have a letter from Mr. Spann to the Commission dated

April 6, requesting a hearing of this application.

Q When was that?
A The letter is dated April 6, 1960.
Q Are you familiar with the engineering studies that have

been carried on in connection with this pool or field?

A Yes, sir.

Q Did the Phillips participate in those engineering studi

[42]

57
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A Yes, sire
Q Are you familiar with the negotiations which have been

carried on with respect to trying to unitize the pool or field?

A Yes.
Q Has the Phillips participated in those proceedings?
A Yes.
Q Why was it that you waited from August, 1958, until

April, 1960, to make an application to drill this well,in the face
of these negotiations which were going on for unitization?

A I couldn't say. It could be, I really don't know what
the basis for the decision was.

Q I assume that by the Commission's ruling here, that all
of the exhibits which were introduced at the Examiner hearing are

a part of your testimony?

A All of Phillips'exhibits.
Q All of Phillips'! exhibits?
A That's correct.

MR. PAYNE: They're all a part of the record, Mr. Hinkl
Q (By Mr. Hinkle) I believe there was one exhibit that

was an isopaque map showing the productive acreage?

A Thatt's correct.
Q What exhibit was that, do you recall?
A No, I do not recall the number.

Can you find it?

> O

Not by number, no.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 11

Q Do you have it available? it shows it was Exhibit No.
3 in the transcript. Do you have that with you?

A Yes, I have the same exhibit with me.

Q I wish you would refer to Exhibit No. 3 and explain to
the Commission whether or not it shows all of the acreage which you
have portrayed on Exhibit 6 to be productive, your Exhibit No. 67

A Yes, I would say that it does. All our proration units
are certainly within the zero isopaque line, and are almost entirel
within the ten foot isopaque line,

MR. HINKLE: That's all.

MR. PAYNE: Any further questions of Mr. Czirr? Mr.
Houston,

MR. HOUSTON: We have some questions, if the Commission
please. R. L. Houston for Shell Oil Company.

BY MR. HOUSTON:

Q You recovered some o0il from the Phillips A-2 well on
a drillstem test, as I understand it, is that right?

A That is correct.

Q Can you tell me from what depth that, the area tested
by that drillstem test was?

A New Mexico A Well No. 2 was drillstem tested through
the interval 10,641 to 10,835,

Q I believe you made a test at a lower depth and recovere
no oil and recovered only water?

A I believe that's correct.
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Q What interval did it cover?

A We drillstem tested in the New Mexico A Well No. 2
10,870 to 11,005, recovered salt water, 644 foot salt water.

Q Did you undertake to pick the zone of porosity on the
electrolog which you ran in the Phillips A-2 where the oil that

you recovered on the first drillstem test came from?

A Cn the electrolog?

Q Yes.

A 10,747 to 53.

Q I beg your pardon?

A 10,747 to 53, to 10,753.

Q You found that some six feet had porosity that produced

the oil, 1s that right?

A That was our interpretation, yes, sir.

Q Did the electrolog indicate any porosity between that
zone and the main producing zone in the Kemditz-Wolfcamp Pool that

would be oil bearing?

A If I understand the question, no, it did not.
Q Sir?
A If I understand the question, no, it did not. This was

a porosity within the Kemnitz pay interval. That was it, as far
as we were concerned in our interpretation.

Q There was a main Kemnitz pay interval that was separate
and apart from this interval in which you recovered the o0il in the

Phillips A-2, is that not correct?
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A No, I don't believe that's correct.

Q It was in“the same pay zone from which the main Kemnitz
pay is taken?

A Yes. I don't know whether you can correlate exact in-
tervals from one well to the other, but it was in the same general
pay of the Kemnitz pay, yes, sir.

Q Did you find that most of the -~ correlating the electrs
logs now, that most of the Kemnitz pay was beneath the water level
in the Phillips A-27

A We had quite a bit of porosity that was below the oil-

water contact, yes.

Q Below the oil-water contact?
A Yes.
Q Would you say that that was the main zone of porosity

in the Kemnitz-Wolfcamp Pool?
A Well, I don't know whether I can say that or not. It

was the major porosity in that particular well, The structure be-

tween our No. 1 well and No. 2 well is not that much, I don't beliew
Q Sir?
A I don't believe that you have a main pay that you can,

you know, say that this interval was your main pay that occurs- in
either part of the pool.

Q You don't say that there is an interval that the main
part of the field can be identified from log to log?

A Yes, it was identified in this well.

re.
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Q It could not be identified at all in this well?

A The top of the Kemnitz pay was identified in this well,
just like it was in all the other wells, and was used in preparing
the contour map that we used as a matter of explanation here this
morning.

Q But there was a zone not productive of oil and of such
porosity that it was not productive of o0il between that interval
and the main pay interval, as picked on the electrolog in the
field by correlation?

A I don't really think I follow that question. I dont't

agree, if I do. We have the Kemnitz pay, which has a definite mark

‘and we have porosity in this Kemnitz pay, and in the Phillips New

Mexico Well No, 2 we did not encounter that porosity that was commol
through the middle part of the field. We did encounter six foot.
MR. HOUSTON: Thatt's all.
MR. PAYNE: Are there other questions of the witness?
MR. ARMSTRONG: W, N. Armstrong with Tennessee Gas.

BY MR. ARMSTRONG:

Q If I understood you correctly, you said that the porosi:
which I believe you said was six feet, the porosity thaf you found
in the No. 2 dry hole was not the same porosity that was found

+ in the No. 1 well, is that correct, above the water?

A No, that isn't what I intended to say. It is a porous

interval in this same Kemnitz section that we're dealing with all

over the field.
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Q If you had run pipe in your No. 2 well and successfully
completed same as a producer, would the production from that well
have drained the Northwest Quarter of the Southeast Quarter?

MR. SPANN: I'm going to object to that question. It's
purely speculati#e. You assume a fact that there has been no evi-
dence about,as to whether they had :completeds 1t, they didn't
;omplete it.

MR, PAYNE: Mr. Armstrong, inasmuch as there is no
testimony in the record that the No., 2 well was commercially pro-
ductive, it would seem that the witness should not be forced to
make an assumption that had it been productive, such arnd such would
have occurred, so the objection will be sustained.

MR. ARMSTRONG: No more questions.

MR. PAYNE: Any further questions of Mr. Czirr? Mr.
Nutter.

BY MR. NUTTER:

Q Mr, Czirr, as I understand it, you amended your applicaj
tion now and what you are seeking is a unit comprising 60 acres in
the West Half of the Southeast Quarter of Section 2%, and also 20
acres in the Southeast Quarter of the Southwest Quarter of Section

25, is that correct, thereby forming an 80-acre unit?

A That is correct.

Q Are you seeking an 80-acre allowable for the 80-acre
unit? |

A Yes, sir.
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Q You wouldn't request any adjustment in the allowable
due to the unorthodox location of the well?

A No, sir.

Q Are you acquainted with Rule 104 (g) of the Commission
Rules and Regulations?

A I donit believe so,

Q Assuming that the rule says: "Whenever an exception--"

being an exception to the well spacing requirements of the State-

wide rule -~ "whenever an exception i1s granted, the Commission may

take such action as will offset any advantage which the person se-
curiﬁg the exception may obtain over other producers by reason of
fhe unorthodox location." Would you imagine that would apply to
40-acre tracts where you get an orthodox location, but not to 80-
écre tracts where you get an unorthodox location?

A I think our position here, that the aiea is being
drilled on the basis of 80 acres in this pool, and by our oftset
operators, we would intend to develop on the same basis and not hav
an advantage or disadvantage.

Q Your offset operators are on a fixed pattern, however,

aren't they?

A Well, that's correct.

Q Your well would be off of this fixed pattern, as I
understand?

A That is correct.

MR. NUTTER: I thank you.
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BY MR. PAYNE:

Q The basis of your application is that you have a 240-
acre plus lease, and it is your contention that it has a minimum
of 160 productive acres, and you want to dedicate the 160 acres to
two wells?

A That's right.

Q One would be in a standard location and one would be
an unorthodox location?

A That's right.

Q You don't feel that the well in the unorthodox location
should be adjusted due to the offset, proximity to offset wells?

A No, I do not. We followed the rules as set out for
the Kemnitz pay exactly, and invested our money on that basis., 1
think that we would héve no particular advantage. We still need
to develop to approximately the same density.

Q In other words, you believe that in order to seek the
relief that you are seeking, it would be a prerequisite that the
applicant had drilled a dry hole at an orthodox location?

A No, no, I was just saying that we certainly had attempt
to follow the rules to the best of our ability, and in the light
of our No. 2 well being uncommercial, we now had proof that we knew
we had to drill this unorthodox location.

Q Now, could you drill an unorthodox location somewhere
else on your proposed 80-acre proration unit?

A Yes, I believe we could. This appeared to be the most

1174
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logical. It was the center of a 40-acre tract and uniformly spaced

from the boundary lines and the other wells.,

Q Is it also the best structurally?
A It's probably as good as we have, vyes.
Q I take it Phillips Petroleum Company would not wish to

drill 330 feet from the easternmost boundary of the proration unit
dedicated to the No. 1 well?

A What was the question?

Q I take it, then, that Phillips would be adverse to
asking an unorthodox location for their No. 3 well to be located
330 feet from the east line of the proration unit dedicated to the
Phillips A No. 1 well; this one is actually 660 from that line, is
it not?

A Yes, it is. Well, our position was that this was the
most logical location and is the reason we selected it, it was
centér-spaced there. You are moving our well 300 foot --

Q 330 to the west and 330 to the south. If you had to
recommend to your management that they either drill a well there or
not at all, would you recommend that they drill one at that loca-
tion with 80 acres dedicated to it?

A Well, I couldn't say, I feel that the No. 3 location is
a more logical choice. Certainly if that was the only choice we
had, we'd have to refer it to our management.

Q Do you feel that the location you have selected for the

No., 3 well would better drain the acres dedicated to the well than
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the location just mentioned?
A It would be as good, yes.
MR. PAYNE: Any further questions? Mr. Hinkle.

BY MR. HINKLE:

Q Mr., Czirr, refer to your Exhibit No. 6, it shows a well
in the Northeast of the Southeast Quarter of 25 for Tennessee Gas.

Does the Phillips have an interest in that well?

A Yes, sir.

Q What interest does it have?

A Fifty percent.

Q Do you feel that theret!s any oil in place under the

lands which you have shown on Exhibit 6 that will not be produced
by the No. 1 well and your No. 1 well? That's taking in the charac
teristics of the reservoir which I believe you testified to pre-
viously.

A Well, I'm sure the previous testimony and evidence give
before the Commission in this, and the field rules hearing, stated

that a well would drain far in excess of 80 acres, so we could

| probably close in all three wells there and ultimately deplete the

area. That is, you could close in your Tennessee well, not drill
the Phillips well, and so forth.

Q So it's your opinion that the Tennessee No. 1 well and
the Phillips "A" well will actually produce all the o0il in place

under this 240 acres?

A I wouldn't say those particular wells would produce the
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0il under that location. We know that a well will drain in excess

of 80 acres. That applies for most all the wells in the pool.

Q Is this a State lease, this 240 acres?
A Yes, sir.
- Q As a matter of fact, all the lands in the Kemnitz -

Wolfcamp area are State leases, are they not?
A I don't know,
MR, HINKLE: I believe that's all,

BY MR. PAYNE:

Q When you say that one well in this pool will drain con-
siderably in excess of 80 acres, I take it that you are including
the function of time?

A Yes, sir.

Q So that it wouldn't necessarily take into consideration
the economic realities of the time you might have to abandon the
particular well,

A No, not particularly, Mr. Payne. I was just saying that
the previous testimony and evidence given in the Kemnitz Pool has
shown that one well will drain in excess of 80 acres, which was in
line with the other gentlemant*s question.

Q Over how long a period of time and to what abandonment
point?

A I couldn't say right now.

MR. PAYNE: Thank vyou.

MR. ARMSTRONG: Let me ask one more question in line wid

h
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Mr. Hinkle's question.
MR. PAYNE: Yes, sir.

BY MR. ARMSTRONG:

Q I don't think the record is quite clear on it, if there
are no more wells drilled in the Kemnitz reservoir, will Phillips
recover the original o0il in place under its New Mexico A lease and
under Tennessee Gas State Phillips lease through the wells that
are existing there now? In other woras, will Phillips from its
interest in the No. 1 Tennessee well and from its 100 percent inter
in its present No. 1 well, recover the amount of o0il that was ori-
ginally in place under the Soutn Half of Section 25, in your opinion

MR. SPAnN: I'm going to object to that question. I
don't believe it's material to the issue before the Commission.
The question is, you are prorating production on an acreage basis;
Phillips has, according to the testimony, 160 productive acres
within this lease. The question is, are they entitled to produce i
under the proration regulations, and not whether you are goiiig to
open up an entire field as to whether any of these wells or all of
these wells are proaucing a fair share of the oil in place under
the various acreage dedicated to the wells, If it-was the interition
here to interject that factor into consideration of this applicatio
we have to go back and take every well, well by well, as soon as
they are producing their proportionate share.

MR. PAYNE: His question doesn't actually go to whether

each operator would get his fair share. His question is really

=
wse
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along the lines whether the two existing wells would adequately
drain the acreage in dispute. So I think the ﬁdéstionshould be
permitted, for whatever value it may have to the Commission for
arriving at their decision. The objection is overruled.

A If the question is, will the Tennessee State No. 1
and the New Mexico No. 1 drain this area, the answer is, yes, they
would.

Q (By Mr. Armstrong) That is not the question. What I‘'m

trying to ask you is, will Phillips, by virtue of its 100 percent

ipterest in the west three-quarters of the South Half of Section
25, and by virtue of its 50 percent interest in the Tennessee No; 1
State Phillips lease, recover the amount of oil that was originally
in place under those two leases? If there are no more wells drille
in the field and from those two wells, will they recover the oil
originally in place under those leases?

A It's possible that they would. As Mr. Spann said,
you could apply the same situation throughout the field. Our posi=-
tion was that we had 160 acres here; generally throughout this area
it was developed on the basis of 80 acres, and we were requesting
an exception in order that we could develop our productive acreage
on the basis of 80 acres.

Q I'm under the impression,I don't see it here right now,
but if I'm wrong correct me; but in Mr. Spann's closing argument I
believe he said that this exception was necessary in order for

Phillips to obtain the o0il that is under their lease. I havent't
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located that statement yet. "Mr. Spann: I would like to point
out that these rigid rules that were imposed are perhaps proper
when you are considering the development of a pool generally, but
in every instance we are faced with a sitﬁation like confronts
Phillips in this case, and that is, you are arriving at the exterio]
limits of the Field, and inequity results if these rigid rules are
not relaxed to take care of  the situation that confronts you on the
exterior boundaries of the pool; and certainly if they are enforced
it means that the leasehold owners on the fringes,and in this in-
stance, Phillips, will be deprived of their fair share of the o0il
which lies under their acreage.®” Now I am asking you, do you feel
that Phillips will be deprived of their fair share of the oil which
lies under their acreage if they do not receive this permit?

A Well, how would you define your fair share, would be
the question. It would be difficult to apply a set of conditions
to this 240 tract out of the whole Field. The share has been divid
on the basis of equal development throughout the Field, and on that
basis we would be deprived of our fair share, not being able to
compete to the same density.

Q In other words, what you are asking here is a special
exception in order to get a more favorable position in the field,
not to get what was originally in place under your lease, but to
get more than your fair share as a result of your happening to have
an undrilled 80-acre surtface location, or let's say, 80 acres not

allocated to a well, is that correct?

ad
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A No, not exactly. You would be faced, in a position
here, on a general basis, of trying to define what was your fair
share under a lease, and we wouldn't be able to apply a particular
rule to Phillips acreage.

Q Your fair share is not necessarily the o0il originally
in place under your lease, is that correct?

A I would think our fair share would be determined on
the basis of the development in the area which has been on one
well per 80 acres. If it is anything else, then we would have to
apply it to the field and then change our allowable every time the
reserve picture changes, which might be the case. Our production
history might show that your reserve picture you estimated last
year was not following the trend, and it should be adjusted, in
which case your fair share principle would have to be changed, also|
We can measure acreage and we can measure the number of wells and
the density.

Q Under the legal field rules, a person is entitled to
locate a well in an orthodox location and drain as much oil as he
can produce under the allowables setup, is that correcté

A That is correct.

Q Then coming in under an equitable'application, as I said,
Phillips is doing here, they are saying that they cannot equitably
recover what they are entitled to. You are saying what they are
entitled to is not necessarily what the law gives them.the right

to have, or the oil that originally was located in place under theij
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lease, but it is as much as they can produce at an unorthodox loca-
tion.

A I think, like I said, that we're simply asking to devel
on the basis of 80-acre spacing; because of the configuration of
the pool and the fixed orders, we require an exception to be able t
drill to that density.

MR. ABRMSTRONG: I have no more questions.

BY MR. PAYNE:

Q It is true when you have oblong proration units, you
rely on drainage and counter-drainage to actually deplete the pool?

A That 1s correct.

Q So that any one well doesn't necessarily produce what
might be actually under the tract dedicated to it?

A Very likely it would not.

Q So if your No, 3 Well was not drilled anywhere in your
proration unit, in all probability the Tennessee Well No. 1 and the
Phillips A No. 1 Well would both get a portion of the o0il under
this proposed 80-acre proration unit?

A Yes.

MR. PAYNE: Any further questions? Mr. Houston.

BY MR. HOUSTON:

Q Phillips would agree, would it not, that if it is
granted the requested exception, that other operators in the field
with edge locations at which there would be an unusual dry hole

risk, at a regular location, should be allowed a similar exception?
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A Any ruling that was applied to Phillips would certainly
be applied to any other operators.

Q Sir?

A Any ruling that would be applied to Phillips would cer-

tainly be applied to other operators.

Q You would not oppose such an application to other opera
tors?

A Not if it was on sound ground.

Q In such a case, can you recommend any standard to the

Commission tfor determining the shape of the unit to be allocated
to the irregular location?

A No, sir. You are going to have to look at the facts
that you have and the information you have and make your best deci-
sion on that basis.

Q There could be no set standard for the thing, then, at
all?

A I don't see how it would be possible, no, not that would
fit every case.

Q It would be a discretionary matter with the Commission
at all times?

A Based on the evidence that was available.

MR. HOUSTON: That's all.

BY MR. PAYNE:

Q In answer to Mr. Houston, are you limiting your answer

to areas at the edge of a pool, or would it also apply if you got a
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dry hole in the middle of a pool?

A Well, there would be some reason for you getting a dry

hole in the middle of a pool; and you would have to take the infor-

mation you got from that well and wells in the area and determine

what was an equitable basis for the immediate area. You would

have to look at that particular information.

MR. PAYNE: That's all.

not, the witness may be excused.

Any further questions? If

(Witness excused.)

MR. PAYNE: We'll recess the hearing until 1:15.

(Whereupon, the hearing was recessed until 1:15 P.M.,)
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TRANSCRIPT OF HEARING

(Afternoon Session)

MR. PAYNE: The Hearing will come to order please. Does
that complete your case in chief, Mr. Spann?

MR. SPANN: I would like to make one brief statement, if
I may. You inquired whether Phillips would object to moving the lo-
cation of this well to another point, which I understood from your
qguestion to be 2310 from the East boundary, and 1650 from the South
boundary of the Section, and I'd like to state, Phillips would have
no objection.

MR. PAYNE: They would have no objection?

MR. SPANN: No objection to moving the location to that
point if the Commission so decided it should be done, providing, of
course, 80 acres would be dedicated to the well.

MR. HINKLE: Tennessee Gas and 0il Company has two wit-
nesses. Mr. Plumb is the first witness. By him we have six Exhibij
which we have posted, A, B, C, D, E, and F.

MR, PAYNE: I will swear both of your witnesses at the

same time.

(Witnesses sworn.)

L. B. PLUMB

called as a witness, having been previously duly sworn, testified

as follows:

E 3

| L.
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BY MR. HINKLE:

DIRECT EXAMINATION

Q

A

o}
A
ployed as

years. I

which time I was familiar with the Wolfcamp Pool.

Q
the Pool?

A

case?
A

Q

for 80 acre spacing, did you not?

A

State your name, please.

L. B. Plumb.

By whom are you employed?

Tennessee Gas Transmission Company.

In what capacity?

District Production Superintendent in Durango, Colorado.
Are you familiar with the Kemnitz-Wolfcamp Pool?

Yes, sir, I am very familiar with it. I was formerly em-
Division Petroleum Engineer in Nidland, Texas, for thzee

have been in Midland for a period of seven years, during
You have kept up with the history of the development of

Yes, I have.
You are familiar with the Engineering Committee‘'s work?
Yes, sir, very familiar.

Did you previously testify in an Examiner Hearing in this

Yes, I did.

As a matter of fact, you testified in the original hearin?

Yes, sir.

MR. HINKLE: Are his qualifications acceptable?
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MR. PAYNE: Yes, sir.

Q (BY MR. ﬁINKLE) Mr. Plumb, refer to Tennessee Gas and 0il

Company's Exhibit A and explain to the Commission what that is and
what it shows.

A Exhibit A is an isopach map of the net pay in the Kemnitz

X

Wolfcamp Pool. The map sho /8 the lease ownership, the well locations
on each lease; the well designations are noted by the small, dark

number above and slightly to the right of the well spots. The larger

»

numbers immediately below the well spots indicate the net pay thicky
nesgs occurring in the Wolfcamp reservoir in each well as determined
from examination of the electric logs in these wells.

Q And, from what information was Exhibit A prepared?

A This information was prepared from an examination of each
of the electric logs run on the wells in the field.

Q Does Exhibit A have any relation to the engineering plat
or map that was prepared by the Engineering Committee for the pools?

A This was the same map that was accepted by the Engineering
Committee and presented in their report to the Operators® Committee
of the Kemnitz Field operators.

Q Did you ﬁave anything to do with respect to the prepara-~

tion of the map?

A Yes, sir, I was intimately involved in the construction of
this map.
Q Do you agree with what it shows?

A Yes, sir, I do.

M T — -
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duced from the field.

Q What is the total estimated ultimate recovery under primary

methods from the entire Kemnitz-Wolfcamp Pool?
A 10,700,000 barrels.
Q How was this figure determined?
A This figure was obtained by the most recent engineering

calculations. These calculations were made on a material balance

type of calculation, and done on electronic computers, done by severTl

operators in the fields, and both sets of calculations came out witl
the same answers.

Q Was this information up to date?

A That information is effective to April 1, 1960. That was
the latest production information available at the time the compu~
tations were made.

Q How much of this 10,700,000 estimated recovery has actuall
been produced?

A To April 1, 1960, 4,630,000 barrels of oil had been pro-

Q What does this leave to be produced?
A 6,070,000 barrels, approximately.
Q Now, 1f yvou will refer to Tennessee's Exhibit B and exw

plain it to the Commission, what that is, and what it shows?

A Exhibit B is a plat of the Kemnitz Field showing the lease

ownership and the well locations. The large heavy numbers below

the well spots indicate the bottomhole pressures presently in this

3

Ly

well in June of 1960, at which time a field-wide bottomhole pressur;

14
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sﬁrvey was run. It is evident from looking at this map that the
pressure in the field has been drawingdown very uniformly. It is
noted that there is less than a 200 PSI difference in bottomhole
pressure between any of the wells noted in the field here in the
area marked the South Area, which is the area below the heavy dashed
line. However, in the North Area, which is above the dashed line,

many of the pressﬁres were not taken because the wells are produced

bomb. However, it is known these pressures are congiderably lower,
and that this area is not in pressure communication, effective pres-
sure communication, with the South Area in the field.

Q And, that line delineates the North and South portions of
the field?

A That is correct; it does.

Q Has that line been generally accepted by all the operatorﬁ?

A It has been accepted by all the members of the
Engineering Committee.

Q What is the significance of the almost uniformity of the
bottomhole pressures in the South Area?

A This uniformity of pressure indicates that the pressure
drawdown in the field from an initial bottomhole pressure of approxi
mately 3200 PSI to the current average of approximately 2,050 PSI
has been very uniform throughout this area. A drawdown in bottom~-

hole pressure can be correlated to a withdrawal of oil and a diddi-

by artificial 1lift, and it was impossible to rum a bottomhole press&re

¥

pation of reservoir energy. It can be seen by this map that that
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has been very uniform throughout the reservoir, and it is in excel-
lent pressure communication. This means that oil in the reservoir

i8 free to migrate in any direction within the South Area.

o) Theoretically, one, two, or three wellg might produce all
the 0il?
A Yes, sir; that is quite correct. A few wells in here

could have produced this.

Q Is the number of acre feet necessarily significant to the-
amount of oil recoverable from the well on lease?

A No, sir, it is not significant to the ame@unt of oil to be
recovered from the lease. It is significant to the amount of oil
in place under the lease before the reservoir was drilled. That is)
the acre feet represent the pure volume rock space which is avail-
able to contain oil. That is significant only to thebamount of o0il
originally in place under a given lease. -

Q In other words, a well located in the area of excellent
communication would produce the same amount as any other well lo-
cated in such an area, irrespective of acre feet?

A That's correct. The wells, generally, here, have the same
producing capacity. They can produce at the same rate effectively,
and proration governs the amount of oil withdrawal from each lease.

Q What percentage of the total ultimate recoverable oil is
located in the South Area?

A It is estimated that 93% percent, or 5,700,000 barrels of

the ultimate recoverable oil are in the South Area.
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‘'state that 93 percent of the oil would be recovered from the South

Q In your opinion, would a well located in the South Area
effectively drain any of the area North of the line which you have
shown on Exhibit B?

| A No, sir. It will not.

MR. SPANN: May I interject? I understood that the rules
applied to both the North and South Sections. If that is correct,
this seems to be a collateral attack on your rules for this Pool.

MR. HINKLE: I don't think so. I think it was brought out
at the original hearing that there was a different condition pre-
valling in the Northern part of the field. That was taken in con-
glderation in fixing the 80 acre spacings.

MR. SPANN: It seemed to be applied uniformly throughout
the two areas.

MR. HINKLE: Our only purpose with the question is to show
there is a different drainage factor as far as the South Area is cop~
cerned, between that and the North Area.

MR. PAYNE: I think it would be relevant for that purpose|

MR. NUTTER: I would like to ask a question. Did you

Area?

KX ., Yes, sir. 5,700,000 barrels of the remaining ultimate re:-
covery.
Q (BY MR. HINKLE) Are you familiar with the Phillips*® leas#

in Section 25 that covers 240 acres?

A Yes, I am.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 35

Q Now, according to your isopach map, which is Exhibit A, a
portion of Phillips' lease is productive from the South Area; is
that correct?

A Yes, sir, it is.

Q According to Exhibit A, what percentage of the total acre
feet of pay are located in the South Area?

A 3.4 percent.

MR, SPANN: I am going to object to this witness testify-
ing from that Exhibit, in view of the fact that it is a map or Ex-
hibit prepared by some engineering company.

A No, not a company, sir.

MR. SPANN: Committee,vexcuse me. I think they would be
the proper parties to testify.

MR. HINKLE: He has already testified he agrees with the
work, and that he participated in the preparation of the map.

MR. PAYNE: Mr. Spann, I believe this Exhibit was intro-—
duced in the Examiner Hearing, and that it has been incorporated in
the record of this Commission.

MR, SPANN: I will withdraw my objection. I introduced if
didn't I?

Q ~ (BY MR. HINKLE) Now, the 3.4 percent which you have teatified
to is8 to be distinguished from Phillips percentage of the total
acre feet in the field; is that correct?

A The 3.4 percent is their percentage of the acre feet in

thé south Area, which is the area below the heavy dotted line in
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Exhibit B.

Q What is Phillips' percentage of the total acre feet in the
field according to Exhibit A?

A 2.8 percent.

’Q According to your calculations, how much of the remaining
oil will Phillips ultimately recover, based upon the present prora-
tign from its Phillips No. 1l well, situated in Section 25?2

| A Approximately 231,600 barrels of oil remain to be recoverse
by this well, effective April 1, 1960.

Q What percentage of the total remaining South Area reserves
does this amount to?

A Approximately 4 percent.

Q Doeg Phillips have an interest in your Tennessee Gas No. 1
well, State well, located in the S. E. 1/4 of Section 252

A Yes, sir. Tennessee and Phillips each have a 50 percent
interest in that lease.

Q Practically all of this lease ieg situated within the pro-
ductive limits of the South Area?

A That is correct.

Q Have you calculated the total number of net acre feet of
pay that Phillips has in the Sout£ Area, giving Phillips credit for
its 1/2 interest in your State-Phillips lease?

A Four and fifty—-two acre feet.

0 Based upon your Exhibit A, which is the isopach map, what

_percentage of the total acre feet of pay?

d
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A 4.6 percent of the South Area.
Q Giving Phillips credit for an undivided 1/2 production
from your No. 1 State-Phillips lease, and 100 percent of the producst

tion from the Phillips No. 1 well, what percentage of remaining

South Area reserves will be recovered by Phillips under primary pro-
duction methods?
A 6 percent of the remaining primary reserves as of April 1,

1960.

Q How did Tennessee Gas and 0il Company acquire their inter-

est in your lease covering the East 1/2 of the §. E. 1/4 of 25?2

A This was acquired on a farm~out from Phillips Petroleum
Company.

Q That was a farm—-out?

A Yes.

Q Were you to get the East 1/2 of the S. E., or what acreagf
were you to get?

A By’the original farm-out agreement, Tennessee was to re-
ceive, by virtue of drilling State-Phillips No. 1, the N. 1/2 of the
S. E. 1/4 of Section 25.

Q How does it now happen that you have the East 1/2 of the
§. E.?

A In order to comply with the field rules and have 80 acres
to dedicate to this well, we exchanged the ﬁ. W. 1/4 of the S. E.
1/4 for the S. E. 1/4 of the S. E. 1/4 so that we could have 80

acres to dedicate to this well.
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Q That would be in accordance with the existing field rules?
A That's correct.

Q You did that rather than ask for an exception?

A Yes.
0 What was the date of your original farm—out agreement with
Phillips?

A May 8, 1957.

Q Were the field rules adopted after that?

A Yes, sir, they were.

Q Under your farm-out agreement with Phillips, do you have
the right to earn additional}acreage?

A Yes, we did, by drilling additional wells we could have
earned additional acreage.

Q Did you drill any additional wells?

A No, sir, we did not, because we felt any orthodox locations
under the spacing patterns would not have resulted in commercially
productive wells.

0 You could have applied for an unorthodox production unit
congisting of the N. 1/2 of the S. E., 25, had you elected to do so?

A Yes, we could.

Q But you elected to exchange it with Phillips rather than
make an exception?

A That's right.

Q Why did you elect to do that?

A As the largest operator in the field, Tennessee was in-
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strumental in having the field rules set up as they are at this tim',
and we felt we did not wish to set a pattern of exceptions from thede
field rules, which rules, we figure, are based on the best interest
of conservation.

0 In the event Phillips is allowed to drill the unorthedox
well for which it is seeking a permit, and in the event this unorthd-
dox well is given a full allowable, what percvent of the remaining
recoverable oil would Phillips then recover by virtue of the two
waells on Phillips' 240 acres?

A 437,000 barrels, or 4.7 percent of the remaining recover-
able reserves.

Q What would be the percentage of the remaining recoverable
0il which Phillips would recover as a result of the two wells,'and
its 1/2 interest in your State No. 1 Phillips well?

A They would recover approximately 553,000 barrels or 9.7
percent of the remaining recoverable reserves,

Q In the event Phillips is pgrmitted to drill at the unorthdg-
dox iocation, which it is seeking, and is given a reduced allowable
for only 60 acres, what would be the percentage of remaining recoven-
able o0il within the South Area which Phillips would receive by virtue
of the two wells located on its lease?

A They would then obtain 377,600'barf;ls, or 6.6 percent of
the remaining recoverable reserves.

Q What would be the percentage of tﬁe South Area recoverable

oll received by Phillips as a result of its two wells and as a re-
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sult of its interest in your well?

A 493,400 barrels, or a total of 8.6 percent of the remain-~
ing reserves.

Q What was the total percentage of the acre feet of the
South Area located under the Phillips' lease?

A 3.4 percent, based on the isopach map, shown as Exhibit A.

Q I believe you have already testified to that.

A That's right.

0 What 1s the net acre feet of the South Area pay belonging
to Phillips as a result of its lease and as a result of its interest
in your State-Phillips lease?

A They would have a total of 4.6 percent of acre feet based
on this same isopach.

Q And, from its existing well, Phillips will ultimately re-

cover more oil than was originally in place under its lease; is that

right?

A Yes, that's right. With the existing well on their lease
and our present engineering calculations, it is evident that the oi]
will be migrating to their lease rather than away from their lease,
and they will recover more oil than was originally in place underlyH
ing their lease.

Q Mr. Plumb, in your opinion, is it proper for the Commissigq
to consider the oil in place in making an exception to the Special

Field Rules?

3
b

1

n

A Yes, sir, I believe it is. 1In considering applications
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for exceptional locations I think éxceptional information should be
considered, and that in this case=—-

MR. SPANN: I would like to interpose an objection. I
don't think it is within this witness' prerogative to give an opini
as to what this Commission should consider in connection with grant
ing exceptions. They are bound by their own—-

MR. HINKLE: I think it is proper.

MR. SPANN: ~—-=their own laws and so forth, and this is a
conclusion which is improper in my opinion. I will object on the
grouhds it is improper and calls for a conclusion.

MR. PAYNE: Mr. Spann, I believe the Commission would lik¢
to hear, generally, whatever the witnesses Spinions are on the vari
ous aspects of the case, and consider them for whatever value they
feel they have in resolving the case. Therefore, the objection is
overruled.

] (BY MR. HINKLE) Do you have any objection to considering
surface acreage allotments for the adoption of special field rules
generally?

A No, sir, generally surface acreage 1is the most acceptable
manner to define spacing rules and allowable locations.

Q You are not advocating a change in that?

A No, sir, I am not.

0 You did say the Commission should consider all equities
in connection with exceptions to special field rules?

A Yes, I do believe that.

on

W
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Q Would you care to elaborate on that?

A Well, the surface acreage to be dedicated to a well may

not encompass productive acreage, and it should be determined whether

or not the outstanding acreage underlying any dedicated portion of
a lease to a well is productive, and if an exception is granted,
will that give the Applicant an unfair advantage over the other
operators. |

0 Consequently, doyou think that all of these equilties in
the different situations should be considered in connection with an
‘exception?

A Yes, sir, I think they should consider all the evidence
available.

MR. BURROUGHS: May I ask a question here of the witness,
sir? It is my understanding you are advocating that in dedications
consideration should always be given to the acre feet approach, the
thickness of pay?

A No, sir, not in every case. I think in cases where an exj

’ cepfion is requested, an exception to the standard field rules and

standard allocation formula, then I think that whatever evidence is
available should be considered.

MR. ARMSTRONG: May I ask a guestion? William Armstrong,

Tennesgsee Gas; if I understand what your position is, you are sayin
that for allocating production, surface acreage should be considere
originally?

A Yes, sir.
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MR. ARMSTRONG: For granting an exception to the spacing
pattern, the net acre feet of pay should be given consideration;
otherwise, how can you determine correlative rights of the other
operators?

A Yes, sir, that is what I intended.

Q (BY MR. HINKLE) Mr. Plumb, refer to Tennessee Gas Exhibit
C and explain to the Commission what that is and what it shows.

A Exhibit C, again, is a plat of the Kemnitz~Wolfcamp Field
showing the leases and the well locations. Under each well location
you will note a series of numbers. These numbers indicate the present
producing status and production performance of the wells. For ex=
ample, if you will take the Tennessee Gas Kemnitz No. 1, the letter
"F" represents that the well is flowing; Number 206 shows that it
is capable of producing 206 barrels a day; the number in parenthesié,_
1695, is a producing gas—~oil ratio; the number below, 10,232 is ac-
cunulated recovery attributed to this well, April 1, 1960.

Q How many wells are located in the South Area?

A Twenty-nine.

Q Would those wells, in your opinion, effectively and ef-
ficiently drain the South reservoir?

A Yes, easily.

Q Now, Mr. Plumb, refer to your Exhibit D and explain to the
Commission what that i1s and what it shows?

A Exhibit D is another plat of the Kemnitz Field, again

showing all the existing well locations as they are presently drill%d;
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also shown on the map, depicted by red, are possible locations that

could be drilled if irregular locations are applied for by each of

these operators. There are ten of these exceptional locations which

could be requested in this field.

Q How many of these possible locations are within the South
Area?

A All ten lie within the South Area of the field.

Q In your opinion, would the drilling of these possible lo-
cations increase the ultimate recovery from the field, the Pool?

A No, sir, they would not present any significant increase
in ultimate recovery.

0] Then, in effect, to drill these wells would be economic
waste; is that correct?

A That is correct.

o] How much does it cost to drill a well in the Kemnitz-Wolf{
camp Pool or reservoir?

A Approximately, $200,000.00.

Q Is that to drill and equip it both?

A Yes, sir, to drill and equip.

Q Now, refer to Tennessee Gas and 011 Exhibit E and explain
what that is and what it shows?

A Exhibit E is a graph representing performance of the Kem~
nitz reservoir. The base line along the bottom represents accumu-~
lated o0il recovery in millions of stock tank barrels, the solid linﬁ

midway in the graph shows the present rate of production plotted

K

W
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against the accumulated oil recovery. You can see that to the effeI

tive date of the graph, April, 1960, four and a half million barrel
have been produced from the reservoir, and the reservoir is produc-~
ing at a rate of approximately 16,000 barrels per month.
MR. NUTTER: That would be 160,000, wouldn't it, Mr. Plum}

A You are correct; 160,000 barrels per month. The top line
on the graph shows the bottomhole pressure formation of the field.
You can see the bottomhole pressure has declined steadily to its
current average pressure of approximately 2,050 PSI. The dark line
goes on to indicate the extrapolation of this bottomhole pressure tq
the abandonment point of the field. You can see the heavy dashed
lines here represent predicted future performance of the field. It
is shown that the field production will start to decline, and that
we will reach an ultimate recovery of approximately 10,000,000,
batrels of oil. Also shown on the lower line is the gas-oil ratio
performance of the field. It can be seen that the gas-oil ratio 1is
increasing up to this point, and as further evidence, performance o]
the field has indicated‘that this gas—oil ratio is increasing even
more sharply at the present time. It has increased to the point
where the Kemnitz Field is under gas—oil ratio penalties effective
the First of August, this year, and the field is being penalized at
approximately the rate of 10,000.barrels a month in allowables by
high gas-oil rétios.

Q It also shows the amount of additional oil that may pos-

g8ibly be recovered by pressure maintenance?

b ?
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A Yes, sir. The line right here marked G. I. indicates the
performance of the reservoir under a gas injection program. This
line carries it on at a nearly constant production rate to a total
recovery of approximately 9,000,000 barrels, where it would decline

to an ultimate of Ffourteen and a half million barrels.

Q Do you know whether or not the operators in the field have

been working on a proposed unitization or repressuring project?
A Yes, sir, they have.
Q How long has that work been going on?

A This study has been under way for approximately a year ang

Q Who has taken the initiative in that project?

A Tennessee has been the Chairman of both the Operating and
Engineering Committees.

Q Has Tennessee had representatives working on the project?

A Yes, sir, they have.

Q Has Tennessee had a man working full time on the project?

A Yes, sir. We have had an engineer devoted to this projec
full time for approximately a year and a hal€f.

Q So far as you know, has Phillips made any attempt to arill
another'well on its lease in Section 25 since it has completed its
No. 2 well as a dry hole or non-commercial well?

A Not prior to this application.

Q I believe it was testified this morning that the dry hole

on the Phillips No. 2 was abandoned August 28, 1958?

i
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A That is correct.

Q Has Tennessee had any other contact with Phillips in con-~
nection with the proposed repressuring project other than through
the Engineering and Operating Committees?

A Yes, sir, we have met personally with representatives of
Phillips Petroleum Company from Bartlesville, and from Midland, a
number of times, both in Midland and our Houston office.

Q What was the purpose of theée meetings?

A In order to repressure the reservoir it is necessary for
us to obtain gas for injection purposes. All the casinghead gas nov
produced in the fields is dedicated to Phillips under thelr existing
contracts. It is necessary we reach an agreement with them whereby
the gas can be obtained for the unit operators for the purpose of re¢
injection.

0 Have you been successful with your negotiations with
Phillips in this regard?

A We think so. We have reached an agreement, but have not
formally entered into a contract. We would have to wait for field
unitization to be signed before we could enter into such a contract|

Q Do you feel that it is imminent?

A Yes, sir, I believe so.

Q In the past year and a half, Tennessee has spent consider
able time and money attempting to equitably effectuate this pressur#
maintenance in the Kemnitz reservoir; is that correct?

A That®s right.
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mediate future?

Q Now, if the pressure maintenance or repressuring program

is to be economically feasible, it must be commenced within the im=~

A At the earliest possible date, yes.

Q Again, let me ask you, how many additional barrels of oil

will be recovered as a result of the préssure maintenance program if

it is inaugurated?

A If the pressure maintenance program is commenced in the
immediate future the total field will have an increase in ultimate
recovery of approximately four and a half million barrels.

0 Now, do you know whether or not all of the lands in this
Pool are State lands?

A To the best of my knowledge all the lands here are owned
by the state.

Q . And, of course, the State would receive its proportionate
part, its royalty on oil from this increase of four and a half mill{
barrels?

A Yes, sir, they would.

Q Were all of these Exhibits, A, B, C, D, and E, prepared |

by you or under your direction?
A Yes, they were. B
MR. HINKLE: We would like to offer in evidence Exhibits

A, B, C, D, and E.
MR. PAYNE: Is there any objection to Tennessee's Exhibitg

A through E?

Llon
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MR. SPANN: I would like to ask a question about Exhibit
A, 1if I may. Mr. Plumb, isn't it a fact that there have been at
least two revised maps of that particular type, isopach maps, and
that which is in this Exhibit is not now the current map made ac-—
ceptable by the Committee?

A That is essentially correct, yes, s8ir. There have been a
number of revisions in the isopach map, sir.

MR. SPANN: So that map doesn’*t represent the consensus o$
opinion, at this time, as to the material that is on it? I mean,
there have been changes?

A Well, it still represents the consensus of the opinions
of the engineers.

MR. SPANN: But it has been revised, hasn'*t it, somewhat?

A Yes, sir, wvery slightly.

MR. SPANN: I would like to object to it. I'd like to se¢
the revised map.

A Well, it has been entered as our Exhibit, not a Committee
Exhibit,

MR. SPANN: You left the impression with me it was a Com~
mittee Exhibit. In other words, it is your opinion, not this Com-
mittee's opinion, is that correct? It represents your judgment

rather than that of the Committee?
A It does represent my opinion, but I don*t say it does not
represent the opinion of the Engineering Committee.

MR. SPANN: But the Engineering Committee‘'s opinion has
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been revised and a new isopach map has been prepared by them, is
that right?
A No, sir, that is not correct.
MR. SPANN: What 1s the fact?
A We are still using this; essentially, this same map.

MR. SPANN: Well, I would like to khow if there is a latej
revised map that is different from this one?

A Not to my knowledge; there is not incorporated in the En=-|
gineering Reports any later map than this one. |

MR. SPANN: And, that représents a consensus of thelr o-
pinion, is that correct?

A That is the best of my knowledge, yes.

MR. PAYNE: I think it should be admitted, Mr. Spann, for
whatever relevancy it may have.

MR. ARMSTRONG: May we ask him something else, please?

MR. PAYNE: Yes, sir.

MR. ARMSTRONG: In an effort to form an agreement by all
parties in the field, there was a reconsideration of the acre feet,
but no new map was ever agreed on?

A Yes, sir.

MR. ARMSTRONG: That was for the purpose of trying to ef=-

fectuate an unitization program?
A Yes.

+

MR. PAYNE: Tennessee's Exhibits A through E will be re-

ceived in evidence.
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|on the edge of the field, to protect the oorrglative rights of the

MR. PAYNE: Any questions of Mr. Plumb?

CROSS EXAMINATION.

BY MR. SPANN:

Q = Mr. Plumb, you are not changing youx.testimony that you

#1is
gave at the time of the Examiner Hearing in any particular, are you]

A I have testified, I think, the game answers to the same

questions. T - e

.0 I understood at that time you fglt that there should ba:-nd
change in the Commission's policy of prorating production on.an -« .

‘acreage basis in this field, or any other field?

A As a general policy, that is correct. . .. T

Q And, you are not changing your,y;gva,in that regard,.I -
take it, from your testimony here today?
A I don't think my testimony indigates .any change in that
regard. | S
.. Q Well, on that basis, of cogrseL,Egi;l;pglsbould recelve,
having 160 productive acres, should be entitled to an additiomal.
well and produce an additional 80 acre allowable..

A No, sir, not under the premisa that for an exceptional -

location, then all the evidence should be considered and down here,

operators, other evidence must be considerxed besides dedication of
surﬁacefacreage.

Q But the result of that is that Phillips 1is not being

p

treated the same way as the other operatars insofar as prorating .,
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and an additional 80 acres dedicated to the well?
A I don't understand.
0 If Phillips has 160 productive acres and have only an 80
acre allowable, they are being treated differently, isn‘'t that true]
A Since they have only one well.

Q They are being treated differently.

A The field rules require only 80 acres to be dedicated to 3

well.

Q Do you know of any other instance where an operator with
160 productive acres only has an 80 acre allowable?

A Yes, I do. There are several locations on Tennessee's
leases where, for instance, the S. W. 1/4 of Section 30, can reason-
ably be considered productive of o0il according to my Exhibit A. We
are not receiving any acreage dedication except one 80 acre locatior
in that quarter, so we have 160 productive acres which are only re-
celving an 80 acre allowable.

Q You, of course, could come in and apply for an orthodox
location and non-standard as Phillips has done?

A If we chose to do so, yes.

Q In that connection, and referring to your Exhibit D, I be-
lieve it is, it shows the possible unorthodox locations. Are you
saying, or telling the Commission, that in each instance there are
80 productive acres which could be dedicated to those wells which
you have designated in red?

A I believe so, ves.

1
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Q You believe so?
A Yes.

Q And, they are similarly situated to Phillips in that re~

A Yes, sir, I believe so.

Q There are other wells in the field,that, if permitted to
produce as they are, will produce a disproportionate share of oil
from the field, using your calculations as to the amount of oil in

place actually under the individual acreage; isn't that right?

A That's correct. You can see that, for instance, Tennesse¢'s

Kemnitz "A" No. 4 will produce a disproportionately small amount of
oil because we have 73 net feet of pay there and have much more oilf
in place than we will be allowed to produce.

0 Would yvou suggest the Commission go back and re-evaluate
each well to determine what percent of oil from the reservoir it
should be entitled to produce? |

A Only in the case of exceptions.

Q Only in the case of Phillips?

A Exceptions.

) You do not intend by these Exhibits, or otherwise, to
change your testimony given at the prior hearing that Phillips does
have 160 productive acres in that lease?

A There are 160 acres which could reasonably be considered
to be productive.

MR. SPANN: I believe that is all.
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MR. PAYNE: Any further questions of Mr. Plumb?

REDIRECT EXAMINATION

BY MR. ARMSTRONG:

Q I would like to ask you, Mr. Plumb, Phillips asked you
whether or not they were being treated the same as other operators
in the field?

A That's right.

Q Do you know of any other unorthodox locations in the field,
exceptions that have been granted?

A There have been none drilled under the present field rule%.

Q would you look at the S. W. 1/4 of Seétion 24 vwhere 8in-
clair has a dry hole? Does your isopach show that Sinclair has any
productive acre feet of pay in the S. W. 1/4 of Section 24, for
which they are receiving no allowable credit?

A Yes, sir, they do.

Q Then, would you say Sinclair is being treated the same as
Phillips?

A Yes, sir.

Q Do you feel that for a person to be treaﬁed unfairly they
would have to be deprived of the right to recover the#andint of oil
originally in place under their lease?

A That is my opinion, yes.

Q You testified, I believe, that Phillips had 160 prodnetivé
acres for which they were only receiving credit for one well, 1is

that right?
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A Exhibit A, the isopach, indicates that on Phillips 240
acre lease there are probably 160 acres which could be considered
reasonably productive. There is only one well on this lease. Therﬁ-
fore, they receive only one 80 acre allowable.

Q Would you say that a well located anywhere on Phillips
lease would drain the entire lease, or would you say that the en-
tire productive feet of pay under Phillips*® lease was contiguous;
in other words, in your opinion, is the porosity in Phillips No. 2
well the same porosity from which Phillips No. 1 well 1is producing?

A No, in my opinion, it is not the same as the productive
interval presently producing in New Mex No. 1. It is present in
the No. 2 well, but it is below the oil-water contact.

0 (BY MR, HINKLE) I have one question, Mr. Plumb. Are you
familiar with the findings of the Commission in the Order.which was
issued when this was originally tried, or heard before the Examiner?p

A Yes, sir, I am.

1

Q Finding No. 9 provides as follows: "While the commerciaﬂ
ly productive limits of an o0il pool do not necesmarily follow sec-
tion'lines, quarter section lines, or quarter quarter section lines|
in the absence of a deviatién in the U. 8. Public Land Surveys, it
simply is not feasible from an administrative and regulatory stand-
point to approve non-standard oil proration units which do not con-
sist of a portion of a standard unit and are not in the shape of a

square or rectangle."™

Do you agree with that?
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A Yes, sir, I subscribe to that.

RECROSS EXAMINATION

BY MR. PAYNE:

Q Mr. Plumb, I'd like to pin down exactly, if I might, the

position of Tennessee in this case. In an Examiner Hearing, in re-

sponse to a question by the Examiner as to whether you thought Phil-

lips would be entitled to a 40 acre allowable on the location thay
propose, your answer said, "Yes, sir, I think there are 40 acres to
be dedicated to a well in that location which are to be considered
productive of 0il, and a 40 acre allowable can be granted."

Then I asked a question, unfortunately somewhat ambiguous,
"How about 60, it would be 60?" You said, "Yes, sir, it would be
approximately 60 according to my Exhibit."™ Did you mean to say the
60 acre unit, which the Commission subsequently adopted, to be pro-
ductive of o0il from this Pool?

A Let me explain a little on that question. This outline
here represents the zero isopach line on the map. Now, we have no
control for this line South of the Phillips New Mex "A" No. 1, ex-

cept that this porosity zone did not occur in the New Mex "A" No. 2

The zero line, therefore, cannot be any further South than that. It

could be slightly Nerth of it, and absolutely no more than 60 acres
in this West 1/2 of the S. E. 1/4 of 25 could be considered produc-
tive from the same reservoir.

Q It still is Tennessee's position you wouldn't object to a

40 acre allowable at this proposed well location?
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or their protection of their correlative rights. -

A Well, sir, we object to this location in exception to the|
field rules.

Q Are you saying you object to them drilling any well on
this lease except the one they presently have?

A Yes, sir.

Q Even though the acreage is productive?

A We feel they will recover at least their fair share of th?
oll by the existing wells, which they obtain credit from, and that

no further wells are necessary for them to obtain thelr fair share

Q Do you feel, assuming the Commission could do this legally,
that an operator should be denied the right to drill a well on his
particular acreage?

A Can I say I don't believe there should be a well drilled
on this particular acreage?

0 For the reason it would be unorthedox?

A No, sir, it entitles Phillips to more than its fair share
of o0il originally in place under this reservoir.

Q If you had other productive acreage in this reservoir,
and you have testified one well will drain in excessvof 80 acres,
do you think the Commission should prohibit Tennessee from drilling
an additional well?

A Not if we could drill within the present field rules.

Q Would you have any objection~-I assume you would—-but

would your objection be as strenuous if the proposed location of
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this well were 330 feet Eaét of the boundary of the standard unit!
that Phillips has on its No. 1 well, and 330 feat South of thé pré—
posed location; in other words, so it wouldn't be crowding Tennesgeeé
near as much?

A No, sir, it wouldn't be crowding us near as much and I am
not at liberty to state my Company's position on something like that

0 As I understand it, then, it is Tennessee's position thét
Phillips should not be allowed to drill a well on this acreage 1n§s*
much as there is no standard location available which is prodnctive?

A That is correct.

MR. PAYNE: Any further questions of Mr. Plumb?

REDIRECT EXAMINATION

BY MR. ARMSTRONG:

0 I'd like to ask one more dquestion. The proposed locatian
that Mr. Payne questioned you about, it would not crowd Phillips®
lease line there; 1f that well is completed in the common reservoir)
Phillips will produce just as much oil from that well as it would.
from its well in the Phillips requested unorthodox location, is
that correct?

A It is my opinion they will. I think there is n§ co-rela-
tion between the net feet of pay in the well arnd the ultimate re~
covery from the well., If it is connected to the main reservoir it
is in a competitive drainage position with the rest of the field;%.

and should produce just as much oil as any well in the field.

Q Do you feel Phillips should be granted an unorthodox ax~
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ception in order to get more oil than was originally in place unﬁe#
its lease?
A No.

RECROSS EXAMINATION

BY MR. JONES:

Q Carl Jones, representing Phillips. Mr. Plumb, you spoke
of the porosity zone in the No. 2 well as not being the same porosity
as the pay zone in the rest of the field. Do you mean by that that
poroglity zone 1in the No. 2 well is not in communication with the
Kemnitz Field?

A Yes, sir, that is my position.

Q You mean that is a separate porosity zone, separated en=-
tirely from the Kemnitz Field?

A It is separated by an impermeable section from the main
porosity zone which is producing throughout the major part of the
RKemnitz Field. .

Q Do you have any way of knowing whether or not that poroéity
zone is in communication laterally in another area of the field,

with the main Kemnitz pay zone, as you term it?

X

A I believe so. I believe that the examination of the elec;
tric logs here indicates that the porosity there which produced the
oil on the drillstem tests in the New Mex "A" No. 2 is considerably
higher in the structure than is the porosity zone in the rest of ﬁh?
field, and it is, in all probability, not connected in any place to

the main reservoir.

PT— T — - —
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Q ' Would it be your position, Mr. Plumb, 1if a well were
drilled on that undrilled portion of the Phillips* lease and were
completed as a commercial well from that porosity zone, that it
would be completed from a separate reservoir?

A If it were completed from that upper zone, but that would
be in the vertical limits of the Kemnitz-Wolfcamp Pool.

Q Would it be in connection with the rest of the Poocl?

A No, sir, I don't believe so.

MR. JONES: All right, sir. That is all.

Q (BY MR. PAYNE) Mr. Plumb, if you feel it wouldn't be in
communication with the rest of the reservoir, then perhaps Phillips
wouldn't need any exception here inasmuch as it is a different pool?

A No, sir. I believe I stated it would occur within the
vertical limits of what is designated as the Kemnitz-Wolfcamp pay.
I 4id not state that if they were to drill in the requested locatLoT
that they would not encounter the Wolfcamp pay. I believe they
would if they were permitted to drill in the exceptional location.

REDIRECT EXAMINATION

BY MR. HINKLE:

Q Their well went through the main reservoir, the Wolfcamp,
did it not, and did encounter a pay in the main reservoir?

A The New Mex No. 2 didn't encounter any porosity.

Q what they did encounter was in the stringer above that?

A Yes.

MR. PAYNE: Any further questions?
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MR. HINKLE: One more.

REDIRECT EXAMINATION

BY MR. HINKLE:

Q Now, since your testimony there was that what they en-
countered was in the stringer above the main Wolfcamp pay zone, in
your opinion is any part of the S. W. of the S. E. 1/4 productive,
any part of the forty acres on which the well was drilled productive
in this zone, in the main zone?

A No, sir, with as much control as we have here, I have no
reason to think it is.

Q How much oil was recovered from the drillstem tests in th%
Phillips "A"™ No. 2 well?

A If I may refer, the information I have indicates that in
the Phillips New Mex "A" No. 1, drillstem test number l, covering
10,641, to 10,835, recovered 2,252 feet water, three gallons free
011, and one twenty foot slightly oil and gas cut mud;

Q And, that was the interval Mr.Czirr testified this morning
was the one where the o0il was recovered and the éther drillstem
tests recovered o0il?

A That is correct.

Q And, the main producing interval in the Kemnitz-Wolfcamp
is the very prolific producer, is it not?

A Yes, sir, 1t is.

MR. PAYNE: That is all. The witness may be excused.

Call your next witness.
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W. T, WELLS

called as a witness, having been previously duly sworn, testified
as follows:

DIRECT EXAMINATIQON

BY MR, HINKLE:

Q State your name, please.
A W. T. Wells.

o] By whom are you employed?
A Tennessee Gas and Oil.

0 In what capacity?

A I am Division Production Superintendent.
0 Are you a petroleum engineer?

A Yes, I am.

Q What school are you graduated from?'’

A Texas A & M.

-Q What year?

A 1948.

0 Have you practiced your profession since yvou graduated?

A Yes, I have.

Q Are you familiar with the history and development and pro
duction from the Kemnitz-Wolfcamp Pool?.

A Yes, I am.

Q You are familiar with all of the Engineering Reports and
all of the engineering work that has been done in connection with

the field?
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A I am familiar with the results of that work, yes, sir.

Q Have you previously testified before the New Mexico 0il
Conservation Commission?

A No, I have not.

MR. HINKLE: Are the qualifications acceptable?
MR. PAYNE: His qualifications are acceptable, Mr. Hinkle

0 (BY MR. HINKLE) Are you, Mr. Wells, familiar with the
history of the proposed unitization and repressuring program being
considered in connection with this Pool or field?

A Yes, sir.

o) When did that work first commence?

A In the early part of 1959,

Q Who has taken the initiative in connection with that?

A Tennessee Gas, as a major operator, assumed the burden of
taking the initiative of the reservoir study of the Pool.

Q Do you remember when the operators first met to consgider
the work of the Engineering Committee?

A‘ That was March 22, of this vyear.

Q When did Phillips make the application for an additional
well in the Kemnitz Pool?

A It was after the first operators' meeting, I believe thg
testimony this morning indicated April, the following month.

Q I believe that it has already been testified to that the
completion date of the No. 2 well was August 28, 1958?

A That's right.
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Q Then, Phillipsrwent from August, 1958, until after March 22,
1960, before deciding to make that application to drill another well?

A They went that long before this decision became apparent,
yes, sir.

Q What was the result of the meeting held by the Kemnitz

operators on March 22, 19607

A The general agreement was had by all operators that som
form of pressure maintenance was necessary to secure optimum recovery.
However, at that time, they referred it back to the Engineering C T
mittee for more study, particularly to put more effort into the di -+
cussglon regarding water flooding of the reservoir.

Q Was this additional study undertaken by the Committee?

A Yes, sir, it was.

Q What was concluded by the Engineering Committee during it+
supplemental study and what recommendationg did it come up with?

A I have here a copy of the conclusions and recommendation%
submitted to the Operators' Committee.

Q Will you please read those into the recoxrd?

MR. SPANN: May I inquire as to the purpose of this?

MR. HINKLE: To show the work that has been done, the
study that has been made, and that unitization is imminent and how
this location, and other locations, may affect the ultimate recovery
of the field, and constitute waste.

A "Conclusions: The Kemnitz-Wolfcamp reservoir is behavinq

as a solution-gas reservolr. A study of the stratification indicat£d
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there were no correlative zones of high permeability continucus

through the reservoir. A model study will not aid in determining
reservolr conformance to water injection. BAn analysis of past per-
formance and present history of the individual.wells indicates thér#
is an area of good pressure communication and an area of poor presg~
sure communication in the reservoir. Pressure maintenance calcula-
tions were made for the area of good pressure communications only.
The area of poor pressure communication will probably not respond
favorably to pressure maintenance. Based on available data, this
study indicates that pressure maintenance by gas injection will

yield a greater profit than primary and waterfiood operations."

"Number 7§ Continued study of the reservoir should be made,
particularly to determine the feasibility of supplementing gas in«
jection with water injection.”

Those were the conclusions of the Committee. Thelr recommendap
tione are as follows:

"Numher l: It is recommended that the Kemnitz~-Wolfcamp Pool
be unitized to protect correlative rights and achieve efficienty
and economy of operation. It is recommended that pressure mainten~
ance by gas injection in the South Area h.-tlﬂﬂﬁﬁﬁngas~saon;apngsL
gible. It is recommended that the study of=this reservoir be capﬂ
tinued, particularly with regard to the supplementing of gas injec—
tion with water injection.”

Q Have the operators met again te c¢onsider the Engineerin%

| Copmilttee's Supplemental Report?




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 67

A Yes, sir, they met July 29, this year.

Q what was the result of this meeting?

A All parties present were in agreement to unitize the Poo¢l

for the purpose of initiating gas injection, and we are presently

balloting all of the operators in the field on a participation for-

mula suggested at that meeting.

Q In your opinion, can the repressuring program be succesg=-

fully effectuated 1f the field remains in its present status quo?

A In my opinion, yes, sir. The rights of the parties are

pretty well fixed, and the Engineering Committee has evaluated each

leage's potential in the field at present.

0 In your opinion, then, in the event Phillips receives a

permit to drill at the requested unorthodox location, what are the

chances for successful completion of the repressuring and unitizas

tion project?

A I think they would be considerably worsened should Phil
receive a permit to drill another well in the reservoir. It is m
belief they would request a larger participation factor in the un
than what they presently have. I feel other operators in the fie

would object to this. I believe this would be our position. Alst

lips

it

14

all the other field operators would have to consider whether to pi

tect their present producing positions in the field by requesting

wnorthodox locations.

Q It could, then, concelvably cause a great deal of delay

or, in fact, it might cause the project to be abandoned or dropped?
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A I think there is a very good chance that could transpiré
as a result of the granting of the unorthodox location. t

Q In your opinion, how much additional o0il can be recovere
from the Pool in the event repressuring is effectuated?

A According to the report, we can recover four and a half
‘mlllion barrels of oil by initiating gas injection on September 1,
this year.

Q Mr. Well, refer to Tennessee Oil and Gas Company‘'s Ex~
hibit F. I believe you have distributed cobias to all the members
of the Commission?

A Yes, sir. Exhibit F is a simple bar graph made to show
the effects of delay of initiation of the gas injection program.
you can see, if we could begin September 1, 1960, we estimate we c I
recover four and a half million barrels of oil. It is our estimat
that we will lose a half a million barrels of oil by delaying initij
ation of gas injection for six months. This half a million barrel
of oil would be approximately a million and a half dollars worth o
oll. Twelve months delay, on the other hand, would result in the |
loss of 1,300,000 barrels of oll, with a consequent reduction of
$3,900,000.00.
| Q Now, upon what do you base these conclusions?

A We are particularly fortunate in the Kemnitz Pool in that
we have a fluid sampling taken early in the life of the reservoir
before it had been produced, and these conclusions are based on the

results of pressure depletion of the reserveir, on the viscosity
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and the shrinkage and loss of gas from the reservoir.

Q In the event the Phillips' Application is denied, does

+*

Tennessee intend to drill an additional well on its unorthodox lo~
cation available in the S. W. of Section 30, or at any other loca=
tion in the reservoir?

A Tennessee Gas and Oil will not drill any more wells if

Phillips' Application is denied.

Q According to the isopach map previeualy introdnced, whi
has been referred to as Tennessee's Exhibit A, has it a productiv
location that is undrilled, that Tennessee has?

A Yes, sir.

Q why would you not develop that locaticen if Phillips® Aé—
pPlication is denied?

A There are two reasons why we do not choose to drill the
orthodox location available to us. The first ohe is, it is our

conclusion there are an ample number of wells to efficiently drain

the reservoir at the present. Secondly, the incentive to get early

gas injection going into the reservoir far outweighs any value we

might place upon an individual well.

Q Do you know whether or not Tennessee contemplates additiu#-

al development if Phillips receives the permit it is now secking?

A That is very difficult to say. That would depend, in

part, upon the results of studies by other operators as well as our
also, it would result in a very close ecomumic study by our Enqine? -

ing Department. By and large, the problem would become one of ecor|

!
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nomics.

0 Was Exhibit F prepared by you or under your direction?

A Yes, sir, it was.

Q I would like to offer in evidence Exhibit F.

Any objection to the introduction of Tennes ef's

ed.
g8 all we have.

S _EXAMINATION

MR. PAYNE:
Exhibit F? It will be admitt
MR. HINKLE: That 1
CROS
BY MR, SPANN:
Q Mr. Wells, in conne

field, I assume that there ax

whether you are able to, or n

the operators, isn't that truy
A That is always the
Q You have to iron od

arrive at an agreement that e

ction with your efforts to unitize this
e all sorts 6! factors that determine
ot able to get an agreement between
e?

case.

t a lot of problems before you finall

veryone will aecept?

A That is true.

0 As to the granting
factor that might affect 1it?

A Not at all. In my

tors 80 long as development i

begin to iron out other probléems until we have development stopped

in the reservoir.

Q Well, are the 11mit§ of this reservoir completely limited

and all the development concluded except for this? Are you saying

pf this Application, that is just one

ppinion, we cannot consider other fac

F proceeding im the Pool. We cannot

|
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that?

A I am saying ample development has taken place to efficient

ly drain the reservoir, yes, sir.
Q There will be, or could be, additional development?

A I think it is most unlikely.

Q I am not asking you if it is unlikely, but if it could be

done.

A Well, you are asking me if it could be done; that implies

economic considerations. In my opinion, it could not be done. I

think that any Company, using sound judgment, would very likely not

drill any more locations in the Kemnitz Pool at this time.

0 Well, in any event, you do not intend to testify here, do

you, that the granting of this application would be the sole factor

that might delay the unitization of this area?
A Not the sole factor, but the major factor.
Q But you couldn't say positively 1f this application were
denied that you would go ahead and unitize and save all this oil
you were talking about, and that sort of thing?

A I can definitely say we would bend every effort to do so

Q I understand that, but you are giving the impression here

that this 1is the critical factor; that if granted, the saving of
oll will not occur and that sort of thing, and that isn't true, is
it?

A In my opinion that is critical, and I think it could wel

result in considerable loss.

L
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Q But other factors could enter in and cause this loss?

A Those are possible. However, none of those factors have
appeared at the present time. There is substantial agreement on the
type of participation formula torbe used.

Q All you would have to do to avoid this situation you are

LY

afraild of, in other words, the loss of oil through delay in initiat-
ing fhe program, would be far the operators to agree that Phillips
would have some consideration for that additional well based on the
acreage they have there that is productive, and you would go right
along as you intend to anyway?

A Provided we could sacure agreemént $rein.the operators;
Tennessee's position would be, they are not entitled to considera=-

tion for that undrilled location.

0 In other words, Tennessee would hold up the arriving at anp
agreement?
A Not at all. There has been no statement made as to the

position of the other operators with regard to Phillips getting ad-
ditional credit for the undrilled location. In fact, they have no
undrilled orthodox location.

Q Assuming that were granted, everyone might agree, and you
could go right along with your plans?

A I can stipulate definitely that, in all likelihood, we
would not-agree and, in my opinion, other operators would not, since
many of them have unorthodox locations they would insist on receiv-

ing credit for.
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-question, for additional credit. Certainly this was not brought up

Q It would mean the loss would be the result of your refusal?

A Not at all.

Q You could prevent it by merely agreeing.

A The point is, I can in no way stipulate what the actions
of the other operators would be. That is, there is no assurance the
other operators would agree.

Q I just wanted to make it clear that you sort of left the
impression that if this were‘granted this loss wbuld occur and waste
could result, and so forth, which would all be Phillips*® or the Comy
mission's fault in granting the application, but it would be your
fault in refusing to recognhize that they have this productive acre-
age and make allowance for it.

A If the application were granted, the well would have to be
completed, would it not? 8o our refusal to grant credit for a well
which has not been drilled, but does have a permit, would be a little
premature.

Q But all Phillips would ask you to do would be what they
are asking the Commission to do, recognize the fact they have 160
productive acres and recognize they should be treated like everyone
in the field and be given an allowable based 6n that‘acreage.

A  Well, Phillips is asking--I don't know that Phillips has

made any request of the Operators®' Committee; if I understand your

at the July 29 meeting as to fixing equity in that unit. By and

W

large, Operators® Committees and Engineering Committees consider thq
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original amount of stock tank o0il in place. Our formula 1s an ex-
pedient to arrive at some consideration of that equity.

Q Well, then, if that was true, it wouldn*t make any differ-
ence if they got an additional well or not as far as your ability tg
enter into a unitization agreement is concerned, would it?

A Only in the event Phillips insisted on vested participa=-
tion. I find it unlikely they would spend $200,000.00 and accept

the same participation we are offering them,.

Q You are speculating?

A It would appear to be self-evident, but maybe I am specu-
lating.

Q (BY MR. PAYNE) Mr. Wells, I take it the pfoposed particiA

pation formula has no acreage factor in it at all?

A It has none.

Q Is it Tennessee's position that the status of the Pool.
should be held constant from the time first efforts towards unitizai

tion of that Pool has been entered into?

A No, sir, that is not my position., My position is as I wasg

testifying, that the granting of an unorthodox location might very
well delay unitization. If an operator could prove he does not hawvs
an equitable situation, we are of the opinion he is entitled special
relief, and we define an inequity as recovering less oil than he is
entitled to by reason of the lease he holds.

Q If I understood your testimony, you testified you didn'‘t

>

L)

W

fot

feel any additional wells were needed in this pool to efficiently
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dfain the pool?

A That's right.

Q Therefore, to go ahead and drill any additional ones would
simply delay unitization?

A I believe that to be correct, yes, sir.

Q You feel that way despite the fact that, presumably, one

well in here will drain efficiently only 80 acres?

A It has been our position that one well will drain far more

than 80 acres.

Q After one well was drilled in this pool, would you, at
that time, have recommended that all other locations be denied be~
cause you could unitize the pool and that one well would drain it?

A I think insufficient evidence would have existed at that
time to take that position.

Q Do they have more than one well in this pool at this time]

A One and a half.

Q At the flank of the pool, so to speak, aren't they?

A Well, that's a little bit difficult to say. In my opiniol
they are not; they are in the area of best pressure communication.
They are, in fact, in the fairway. Cumulative recoveries from
our State-Phillips No. 1 appear to me to indicate that well is as
well off as the other wells in the reservoir.

Q There are no Kemnitz-Wolfcamp Pools to the South of those
are there?

A No, sir.

A4

=4
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Q As a matter of fact, we have found that some of the acre-~
age in this immediate area is actually dry?

A Commercially dry, ves, sir.

Q Doesn't that indicate to you these wells are near the edge
of the Pool?

A They are near the edge, yes, sir. The reason I objected

—

to the term "flank wells" is that, normally, that means less produc

L

tive than in the center of the reservoir. In this case, that is not
the case at all.

Q Would it be possible and feasible for the other operators
in this Pool to go ahead with their plans for gas or water injection
regardless of what position Phillips might take?

A It would be possible. There is a very good possibility
that - #ecause of the excellent pressure communication, because of
the dem@nstrated.ability of the oil'to migrate some distance, that
thebunit would be in the position of giving Phillips an unfair ad~
vantage; that is, they would be sharing in production generated by '
our secondary recovery operations and would not be contributing to
it.

Q Unless you have an agreement with them to forﬁ some sort
of a barrier.

A Unless we could have an agreement.

MR. PAYNE: Any other questions?

0 (BY MR. NUTTER) Does the participation formula that has

been submitted to the operators for approval contain a factor wheref

T — e g " - —



DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 77

by a Company gets credit for having a well?

‘A No, sir.

Q So Phillips wouldn't have an increased well factor; there
is no well factor by virtue of having an additional well?

A That's right.

L

Q‘ Just what factors are considered in the participation for-
mula, stock tank, oil in place, and wells?

A That was not one of the factors. If I implied that it waL,
I was incorrect. The actual participation formula that the Committee
is now balloting the operators on was one propounded by Shell 0il
Company and provides as follows: "That the remaining primary pro-
duction is to be divided upon the Engineering Committee's calcula-
tions for remaining recoverable primary oil as of 4/1/60, until
such time as we have reached their calculated ultimate primary pro-
duction., That is one half of the formula. The other half specifieé
that sec¢ondary recoverable o0il will be split up, based on ultimate
primary; that is, recovery before April 1, 1960, and recovery after
April 1, 1960.

Q Do you anticipate, or has Phillips shown an interest in
joining this unit you have proposed for the Pool?

A Phillips has attended all the meetings.

Q You don't have anyone actually committed to this.thing
yet, do you?

A We have received an affirmative reply from the Pure 0il

Company. However, that is the first Company that has responded.
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Q Does the unit agreement provide that the unit operator,
who I assume will be Tennessee-——

A We have made no agreements regarding unitization agree=-
ments. It was our belief that the proper way to approach unitiza-
tion was to agree on a formula. Then we could sit down and write a
unitization agreement.

Q Do you anticipate the agreement will provide the unit
operator can drill additional wells if he sees fit?

A Subject to the approval in the unitization.

Q That would be subject to the approval of the majority of
the working interest owners in the agreement?

A Yes, sir.

0] Assuming Phillips' acreage was dedicated to the unit, and
that Tennessee saw fit to drill another well, to fully recover the
amount of o0il that is under the Phillips*' tract, I suppose then
Tennessee would have the right to drill the well, providing it had
concurrence of the other operators in the unit, would it not?

A That would be correct. Of course, we don't think that
the drilling of another well is required to recover all the oil un-
der the Phillips' tract.

Q In other words, if you did later on determine an addition
well was neéessary, you probably would have the right to do some-~
thing?

A Yes, sir. The only reason I can think of would be we had

injitiated water injection on the Southwest flank of the field, in

Bl
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1 in our formula. As I mentioned, the remaining primary is to be

which case Phillips' No. 2 would be of some value because it does
have good porosity below the contact.

REDIRECT EXAMINATION

BY MR, ARMSTRONG:

.Qm In negotiating any operating agreement, such a situation
as that could be avoided; in other words, we could be prevented, in
order to secure Phillips' joinder in any such operating, we could
give up the right to produce a well on Phillips* lease, could we
not?

A That would be incorporated.

CROSS EXAMINATION

Q Mr. Wells, if Phillips joins the unit, then they would get
credit for the acreage they now want to drill?

A There is no provision.specifically provided for acreage

based on engineering calculations as of Apr;l 1, 1960, so that re-~
maining primary wbuld accrue to Phillips on estimated production on
our State-Phillips No. 1, in which they own a half interest, and
their No. 1 well, and each of those, 231,000 barrels of remaining
primary recoverable oil. Their secondary participation would be
based on the ultimate recovery from those two wells. In other wordg,
the participation formula now being circulated only has production

in it for use as parameters. It was the belief of our Company and

also of shell, I believe, that the production fairly represented
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each operator's position in the reservoir, that is, production to
date and ultimate recovery on primary means. It was our belief tha
the formula would give theﬁ credit for the acre feet of pay which
they had, and represent fairly their position in the reservoir, but
no acreage factor, as such, is provided in the formula.

Q You said there was a reserve factor, did you not?

A Yes.

Q Recoverable o0il in place?

A No, sir. I said that the formula used was an expedient
to arrive at that position, and it is our belief that the recovery
on 2/4/60 added to the recovery after 4/1/60 represents the positio
of the operators in the reservoir, in position of stock tank oil in
place. For our information, we have calculated what our position
would be. We have approximately 46 percent of the acre feet in the
South Area. The formula that will be used will give us approximate
ly 42 percent of the remaining primary and secondary.

Q I am not sure if you have answered my question or not.
Will Phillips get credit for the o0il in place they have on the acre
age they are asking to drill?

A As far as we are concerned, the formula represents it,
although there are no direct calculations for that.

Q And, how would you handle such insténces as the Shell WD
state 1 where, according to your Exhibit A, about half the acreage
was dry in that unit; would they get credit for that dry acreage?

A Again, I would like to point ocut that the formula is base
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solely on production, but the Shell acreage you are talking about,
WD No. 1, if you will observe there are two unorthodox locations

avalillable to Shell, at least two, actually three, so that the grant-

ing of full credit to their WD No. 1 is a recognition of the original
stock tank o0il in place lying in the East-West plane under that leasge.

Q And, by virtue of that they would also get credit for thei

productive acreage or stock tank oil in place in the S. E. 1/4 of
Section 29?2

A Would you mind rephrasing that guestion, please?

Q I say, they would also get credit for the oil they have
in place in the S. E. 1/4 of Section 29, even though they haven't
drilled a well there?

A To the extent that production from the State WD is pro-
portional to that oil in place over there, that would be true.

MR. PAYNE: Any further questions?

Q (BY MR. JONES) Actually, Mr. Wells, the effect of it is
that the participation formula which you are now considering, and
in the field where Tennessee will own some 42 to 46 percent interes
depending on the formula agreed upon, the effact is to freeze Phill]
as of April 1, 1960.

A Along with all other operators in the field.

Q ~ And, I understand Tennessee feels that is fair to Phillip#

and it is unfortunate that Phillips doesn't agree. That is the

fact, isn't it, Phillips will not get credit under it for the un-

r

=

HPS

drilled acreage?
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A That is not correct at all, Mr. Jones. Our position is
that the formula used will actually give them more credit as testi-~
fied to by Mr. Plumb, as that acreage would.be entitled to credit
based on a volume acreage. |

Q But there is no acreage factor, as such, that would give
credit to the undrilled acreage.

A It is our position it is reflected.

Q Nevertheless, there is nothing that gives credit to the
acreage as such.

A Neither to ours nor to Phillips.

MR. PAYNE: BAre there any more questions of this witness?

REDIRECT EXAMINATION

BY MR, ARMSTRONG:

Q Let me ask you a couple of things. When was this proposed
participation formula first submitted for consideration?
A The one on which we are now balloting?

Q Yes, before or after Phillips filed this Application?

A I would have to assume it was after they had filed.
Q Is it true it was at the July 29th meeting?
A Yes.

0 Then, it is certainly not as a result of any dissatisfac-
tion with the formula?

A That would appear to be the case.

Q In effectuating a secondary recovery program, isn‘t it

always true that all parties must compromise their competitive posi

:

T
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tions in order to accrue the benefit that will accrue to them?
A Yes, sir, Tennessee feels very strongly that is the case.
That 1s the reason we have elected not to drill our orthodox loca-
tion available to us. It is the reason we have not used net acre
feet as a parameter.
MR. PAYNE: Any further questions of this witness? The
witness may be excused.
(Short recess.)
MR. PAYNE: Come to order, please. You may proceed, Mr.
Hughston.
MR, HUGHSTON: This witness has not been sworn.
(Witness sworn.)
MR. HUGHSTON: R. F. Hughston, appearing for Shell 0il
Company.

PATRICK W. HUBER

was called as a witness, having been previously duly sworn, testi~

fied as follows:

DIRECT EXAMINATION

BY MR, HUGHSTON:

Q What is your name, please?
A Patrick W. Huber.

Q By whom are you employed?
A Shell 0il Company.

Q In what capacity?

A I am Division Production Geologist, Roswell Division.
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Q What education have you had for your speclalty, Mr. Huber]

A I received a Bachelor of Science degree from Pennsylvania
State College in 1950. I went on and got a Master's and graduated
in 1951; also Petroleum Natural Gas Engineering. I was employed by
Shell 0il Company in May of 1950. I have served four years as a
general exploitation engineer in the Gulf Coaat area. This is the
combined group now, Gulf Coast area, Rocky Mountain area, mid-Con~

tinent area. I have had about five and a half years experience as

a production geologist. My experience has been in the mid-Continent

area and the Permian Basin, Southeastern New Mexico, specifically.

Q Have you made any study of the geological and production
data available with reference to the Kemnitz~Wolfcamp Pool?

A Yes, sir. We have studied this Pool thoroughly in con-
junction with our development program, or the development program
in the field. Our interpretation has been reviewed from time to
time as data has become availabie, and we have reviewed the field
again with respect to this Application.

Q You made a particular study of the 240 acres that are af-
fected by the Application here, being the Phillips* 240 acres in
Section 25; is that right?

A Yes, sir.

Q MR. HUGHSTON: Are this witness' qualifications acceptabl

MR. PAYNE: His qualifications are acceptable.

o) (BY MR. HUGHSTON) As a result of the study that you have

i

made of it, in connection with the Phillips'! Application that is th
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the line of cross section as we proceeded from North to South, so

subject of this hearing, have you formed an opinion, Mr. Huber, as
to how much of the unit proposgd by Phillips for the irregular loca;
tion involved is not productive from the main producing zone of the
Kemnitz-Wolfcamp Pool?

A Yes, sir.

Q Have you prepared some Exhibits with reference to that?

A Yes, we have.

Q Would you state, specifically, what the Exhibits are in
brief form, and then we will let you explain your reasoning for
whatever opinion you have reached?

A Starting here-~I left Tennessee's isopach on-~this is
Shell's Exhibit 1. It is a cross section, North~South cross sectiol
approximately through this area, similar to Tennessee's geography.

We have projected the alternate 40 acre wells geographically into

this cross section and the alternate wells includes 40 acre tracts
that are actually removed from the North-~South line of the cross
section.

o) Shown thereon are the electric logs which are official
records filed with the Commission here in connection with those
wells?

A That's correct. Marker "A", our top line, is a very well
defined correlative marker in the area. It goes beyond the lines

of the Kemnitz-Wolfcamp field. Marker "B"™ 1is another reasonably

correlative marker. It also represents the top of a rock unit whic]
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we would like to go into a little further on in the testimony, and
the shaded interval between these two lines, which we have chosen tq
call the fairway porosity or reservoir proper, represents a rock
unit which we consider constitutes the major portion of the Kemnitz-

Wolfcamp reservoir, and exhibits in excess of 90 percent of the ul-~

timate reserves of the field. The darkened areas near the center of

the log strips are intervals where microlog has indicated porosity
We do not have micrologs on cross section, but we have transposed

from a microlog and indicated the log characteristics on this cross

section.
Q Is the oil and water contact shown on that Exhibit?
A The oil-water contact, estimated at 6,670 feet, is shown

by this little 1line.

Q Would you identify the wells, the logs of which are shown
there?

A This northernmost well is Sinclair 0il and Gas Company‘s
Seman Unit No. 3, starts right here; Sinclalr 0il and Gas Unit No. 5
projected; Tennessee Gas Transmission State "AA® Kemnitz, "B" No. 1]
which is on the section; Kemnitz "B" No. 4, Tennessee, which is
again projected into the section; Tennessee's State-~Phillips No. 1,
which is right here; Phillips' Petroleum Company New Mex "A" 2,
which is the plugged and abandoned well on the Southeast end of the
field; it is just a North-South line through there. We have pro~-
jected these wells in primarily to show that this reservoir has con

tinuity and the fairway area can be illustrated by using those well

2
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to a little better advantage, I think.
Q From the co-relation of those elecﬂric logs, how much of

|
|

the main producing zone in the Kemnitz-Wolfcamp in the unit which
i

Phillips has proposed for the irregular 1oca€icn that is the subject
of this hearing, would be productive from thqt main producing zone?
A We would like to show that there aﬁe two separate rock
types in this total interwval; that actually %he Kemnitz fairway pors
osity is confined to this zone, and that at the point where the zone

enters it below the oil-water contact we arelapproximately 620 feet

South of the Tennessee Gas and 0il Phillips-ﬁtate No. 1, which would
keep the accumulation on the 40 acre tract occupled by this weli, or
a well that would be located there. j
Q Would you describe the characteris&ics of the two different
zones and compare them? |
A Yes, sir. 1I*'d like to speak first about the zone that we
call the reservoir proper, the fairway. It ﬂs an elongated mound-
shaped accumulation of fragmental carbonate &abris. It is app:oxi-
mately three—~quarters of a mile wide throughithis area. The laterall
extent is shown to be a little over four mil#s by present drilling.
i
The porosity is indicated to be deterioratin%, both to the East and
to the West. We bellieve the reservoir is re%sonably well-delineated,
‘
and that the rock unit is also delineated wi&h respect to its porospr

ity development, or at least, its commercial porosity development.

Now, northward this unit interfingers iﬂto and grades with a

dense lime. As you go North into this zone &hat we congider is not
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connected to the reservoir proper, the wells behave differently, ani

they do not have the same pressure response or productivity respons
Now, on the South side of the field this rock thins very abruptly
right after you reach the area just north of the centerline of Sec~
tions 29, 30, 25, and dips below the water level at approximately
6,670 feet sub sea, which defines the southern limits of the field.

Q Describe the rock and the main producing zone.

A I would like to go on a little farther with the rock, sper

cifically. This interval shown in the shaded area contains from 30

to 50 percent fossil fragments with varying amounts of spar, secondf

ary calcite, and some lime-mud matrix. The debris contains abundani

fossil fragments of brachiopods, ostracods, foraminifera, cephala~-
pods, crinoids, and algae growths. It is a grain-supported rock,
which means that the fossil fragments are actually in contact with

one another, and some of the original porosity has been preserved

as in clastic-type rock. The rock has been altered by some seconda;

factors. There has been some leaching which created new porosity
and actual cementation with spar, calcite, which destroyed some of
the original porosity. You will notice that in this zone there are
thege bands of 1light. The light bands in the center of the well
gection show no porosity development. These are thin deposits of
non-porous limestone. We believe they are originally lime mud.
They are local deposits. They have no lateral continuity. The
fragmental porous zones are predominantly ﬁhe continuous phase. We

can'*t co-relate our dense areas to any extent. The only place wher

o
o
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they are continuous is here in the northern area where you get back
to the portion of the reservoir that does not behave as the unit.

This rock has good diagnostic electrical log properties. Comparison
of our logs and core analyses show good agreement between microlog
indicated porosity and our permeable intervals. We get a high S.P.
response, showing quite a clean rock and also that there is, possibly
some permeabllity in the rock.

Now, I'd like to go further and talk some about the zone over~

lying the area that we call the reservoir proper or fairway. We Dbei
lieve this 1is a separate rock unit. It is approximately 100 feet
thick over the center of the field. Down where your fragmental
limestone thins, this becomes quite thick, reaching approximately
170 to 180 feet in thickness. It is essentially a blanketing feature.
It has characteristic facies, which sets it apart ffom this. I
think it is a separate rock unit. We have some core control im a
well, W, D. 1, to be exact, in the N. E. of the 8. W. of 29, which

actually penetrates some of this rock. It is a dark brown to black

—

dense argillaceous to siliceous limestone. It is a relatively deep
water facies compared to this. We believe it has encroached over
the main porosity zone or mound as it has developed, and actually
covered it and acts, in effect, as a permeability and porosity‘bar~
rier. Now, within this section there are a very few thin porous
intervals, but in this case they constitute the discontinuous phase
of the rock, whereas the mud or dense type limestone 1s the continur

ous phase. We believe there 1s very little lateral continuity in iL.
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The rock 1s characteristic of a mud-type deposit. There are a few

fossgils, but they are not supporting one another as they are here,

and we believe this persists over the top of the reservoir. We have

good control on the log character and we think it is reasonably co-
relatable. We can find no firm evidence to show that any of the
porosity development, for instance, the only porosity in this cross
section that occurs in this zone is in Tennessee Gas Transmissions

State "AA" Kemnitz "B" No. 1, and in Phillips New Mex State "A"™ No.

2.
Q There are some thin streaks of porosity in there?
A Yes, sir, there are.
Q No evidence of any connection?
A No, sir.
Q No evidence of any connection with the main porosity of

the fairway zone?

A No, sir. This fock unit has also good diagnostic rock
properties. It has a depressed S. P., as you see here, with respec|
to the fairway. It shows it to contain a high quantity or high per:
centage of clay and shale~type minerals.

Q Would you point out on the Phillips "A" 2, the zone of
porosity which Mr, Czirr said this morning was the zone Phillips
thostght was the productive zone from that well where the three bar-
rels of oil were recovered?

A He identified the interval as 10,747 to 10,757, which is

right at the top of the "B"™ marker, right in this little zone where
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we do have an S.P. kick, and we have a microlog indication of poros+
ity in that zone where they recovered the oil.

Q Where is the main producing zone; where did it show up in
the ?hillips‘ *A" 2 well?

A The Phillips' "*A" 2 well appeared at 10,925 feet, approxir
mately.

Q Is that above or below the oil~water contact?

A About 75 feet below the oil-water contact in the field.
This is the oil-water contact, this 1s the top of the porosity in
the fairway Zone, which we attribute to Phillips*® New Méx “A" 2.

Q Where is the oil-water contact?

A 6,670 sub sea for the oil-water contact. Further than

this depressed S.P. you see along here, that goes with the rock unig.

The Gamma Ray has a high:response that also shows your high percents
age of shaley or dirty minerals.

Q Based on that particular Exhibit, your study in connection
with it, did you have any opinion as to how much of the proposed
unit for the irregular location, which is the subject of this hear-
ing, would be productive in the main producing zone?

A I believe the main producing zone goes no further than
620 feet from the center of Tennessee Gas Transmission's State-
Phillips No. 1, which is located N. E. 25, 16 S., 34 E. The struc-
ture in this area 1s generally parallel with the Township lines,

We have structure maps to show it, that the location on the 40 acre

tracts comprising the N. W. of the S. E. of 25, occupies a similar
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position in the fairway.
Q In other words, the productive interval would extend no

further than 625 feet South of the center of the N. W. of the §. E.

of 257
A 620.
Q Do you have any other reason for such a conclusion?

A Yes, sir. We believe that this is a generally impermeabl$

bed. We could see no place where the porosity in this, where Phillips

recovered the oil, can be co~related either laterally or North=~South
into the fairway.

Q Is there anything in connection with the pressure disclosed
by the Phillips* well that confirms your idea?

A Drillstem tests, I think that has been quoted before,
drillstem test number 1 from that covered the interval shown through
from marker "A" through a portion of marker "B", through a portion
of zone "B", had a bottomhole pressure of 1,715 PSI on a fifteen
minute buildup shut in. That was considerably below the reservoir
pressure at the time. That is about all we can conclude from the
upper test. The lower test, I don't have the exact depth, from ap-
proximately 10,828 to 11,005, recovered substantial water. The
reservolr pressure iﬁ this drillstem test on a fifteen minute shut
in was 2,975 pounds.

Now, I'd like to go to Exhibit No. 2.

Q What is it, now?

A Exhibit No. 2 is entitled "A Prediction of Reservoir Per-
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ference between this 2zZone and the reservoir proper at the time of

formance in the South Area of the Kemnitz-Wolfcamp Pool Under Pri~
mary Depletion.” The only curve I wish to point out is the reser-
voir pressure curve which is Plotted in pounds per square inch ver-
sus time in the reservoi;. Now, in late August of 1958 when this
well was drilled and tested, the average reservoilr pressure in the

field was approximately 2,800 pounds. We had about 175 pounds dif-

the test. Further than that we have approximately 170 feet of sepaj
ratioh between the probably porous zone, which produced this oil,
and the porosity that was shown to be connected to the Kemnitz-Wolf
camp reservoir.

Q What percentage of the oil which will be produced from
the Kemnitz-Wolfcamp will bé produced from the main producing zone,
the one you have shaded on your Exhibit Number 1?

A Well, I think Tennessee testified as to the oil produced;
the only thing I can base my figures on is a weighted average poros:
ity within both of these zones. The upper zone over the entire
field contains less than 10 percent of the microlog porosity in the
field. The fairway zone has over 90 percent of the total porosity
in the field on a weighted average per well porosity basis.

0 What are Shell's Exhibits 3, 4 and 5?

A Shell's Exhibits 3, 4 and 5-—~they are pretty small~-are
micrologs of the three wells in the area of immediate concern. Ex-
hibit Number 3 is Phillips*' New Mex State "A" 2. Exhibit Number 4

1s Tennessee Gas Transmission's State-Phillips No. 1, which is the

L §
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other northern well, and Phillips Petroleum Company's New Mex "A" 1,
which is one of the northern wells.

Q Is anything particularly informative about them, or are
they corroborative of the shaded zones on Exhibit Number 17

A They are corroborative in that these are the micrologs of
the wells in point. We have transferred this over to this one. It
shows the general arrangament of the zones. These are the two northe
wells; this is the southern well on the left. Exhibits 4 and 5 are
the northern wells; Exhibit 3, the southern well. Marker "A" is
very clear cut. It 1is this feature here; marker "B"™ has ;eaSOnably
good co-relation. I think we can follow it through from Gamma Ray
and 8.P. and resistivity. All three logs can be used for co-rela—-
tion. At the top of the fairway-zone we have shown the difference
between where the maximum or the thick buildup in the porosity is.
Up in this area near the center of Section 25 and the appearance of
the porosity as it goes off of the mound and passes below the water
level; it 1is thinning at the same time. To go back to this point
here, fhis is a gradation from this type of porosity down to this
porosity here. Now, on the basis of the evidence we have, we be=-
lieve that none of the Kemnitz reservoir proper is present above
the water level anywhere South of the Northern tier of 40 acre trac
in Section 25.

0 All of the N. W. of the S. E. of the proposed unit would

be productive within the main producing zone?

Irn

A That 1s correct.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 95

Q Would it be equitable to allow a well tq be completed in
that zone and attribute to it acreage not productive from that zonej
A No, sir, I don't believe it would.
MR. HUGHSTON: That is all.

CROSS EXAMINATION

BY MR. PAYNE:

Q Both the zones are within the vertical limits of the Kem-
nitz-Wolfcamp Pool, aren't they?

A Yes, I believe that 1s correct.

Q And, you feel that 40 acres of the proposed 80 acre unit
is productive from the main zone?

A Yes, sir.

Q Now, is the unitization going to encompass the main zone
as well as the other zone, or rather, the other zone as well as the
main zone?

A To my knowledge, the only well that is producing out of
this upper zone is Forrest-State "A" 2.

Q Do you propose, under your participation fofmula, to give
that well the same credit for past production and future production
as you do other wells in the Pool, even though it is not producing
from the main zone?

A Yes, sir.

Q And, do you intend to conduct secondary recovery operatiol
in both =zones?

A Could I correct that last statement? I am not a member o
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the Committee, and I have not proposed a partiéipation.factor, but
I understand it 1s included in the plan of unitization.

Q Do you know if the intention is to use gas injection and/gr
water injection in both the main zone or other zone, or whether it
will be limited in the main zone of porosity?

A I believe it will be limited to the main zone of porosity,
As far as I know, there are no wells completed in that zone except
the Forrest Well.

Q (BY MR. JONES) Mr. Huber, you say you would assign 40
acres to fhe well for which the unorthodox location is requested;
is that true?

A I said I believed that 40 acres 1is productive of oil; yes

0 And, no other requested unorthodox unit is productive?

A Yes, sir.

0] Mr. Huber, what type of.reservoig do you consider this
reservoir to be; 1is it a detrital reservoir or a reef~type body?

A We have some reefy fabric. It does not look like it is
in place. I don't 1like to say whether it is detrital, in place, or
transported. It could have been destroyed in place by wave action,
but it is not the reefy structure we can f£ind in the position that
it would be found.

Q Do you consider it unusual to have erratic porosities and
permeabilities in a reservoir of this nature?

A To what extent? If you consider this erratic, with the

small variations, yes.
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0 You consider it unusual or usual?

A It would be usual, I think.

Q A reservolr rock of this nature to have erratic porosity
and permeability, that is not unusual, is it?

- It would depend, probably, on subsequent secondary factor%
in the reef, in the mound buildup. I would say that if it were not
altered by other factors that occurred after deposition, I would
not expect it to be érratic. If it were altered, many things can
happen to the porosity.

Q Are there any other wells besides the Phillips* No. 2
well which encountered the zone of porosity in what you consider
the upper part of the Wolfcamp formation and which you say is not
in the fairway; were there any wells drilled in the field which en-
countered that porosity?

A Yes, sir. We havé one over here, two locations separated}
this dark interval at 10,630 feet and Tennessee'Transmission's State
"AA®" Kemnitz "Bl" is such.

Q Are there any others?

A Yes, sir, there are; I don't know offhand what they are,
but in going over them we encountered several other wells which had
porosity up here, but only to the extent it covered one or two feet
of thickness.

Q But it was encountered in other wells. I will ask you

specifically about the Tennessee Gas State 1 "B", did it encounter

the porosity zone in the upper section?
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A Yes, sir, it did.

Q I believe you testified the Tennessee-State "B"2 did, and
you pointed that out, did you not?

A If I did I made a mistake. It should be State "B"1l.

Q How about State "B"2, did it not encounter the porous
zoﬁe in the upper section of the formation?

A I don‘t remember whether it did or not.

Q How about the Tennessee-State 1"C®"?

A Just a minute. I have some nﬁtes that may help me here.

Tennessee—-State 1"C", when you asked me 1f it was in this zone, I

| am including the total interval from here to here, not necessarily

the correlative point at the top of marker "B". Now, I can take
care of the other questions you ask now, too.

Q Let's try the Tennessee-State "B"2.

A Yes, sir. It had two feet of pay.

Q Tennessee—~State 1"C"?

A Three feet.

Q Tennessee-State "B"3?

A We have three feet in that well.

0 Now, Mr. Huber, how do you know that this upper portion
in which this zone of porosity or zones of porosity are encountered
are not in communication with what you refe; to as the main fairway
of the field out somewhere away from the well bores of these dif-
ferent wells?

A There is a very diagnostic unit of rock. It is siliceous

b




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 99

hard, dense; it has a high concentration of clays. There is no in=~
terval between two wells in the field where we can show that this
grades down through the dense zone.

Q Is there any way you can show it doeg not?

A No, sir, I don't think so. It is implication.

Q Your judgment, as distinguished from being based on any
firm evidence?

A I believe the rock type is pretty firm evidence. It is a
different genetic unit from this, and I cannot seeg conceive of how
porosity will migrate through a rock unit like that. I believe the
porosity that did occur in there are minor deposits of the same type
of debris that we have in here, but I do not believe they are extens
sive.

Q Mr. Huber, are you working on this Committee that the witst
nesses for Tennessee Gas and O0il Company referred to, studying pos-—
sible unitizatioh of the field?

A A gentleman working for me is a member of the Committee.

Q Are you familiar with his activities on this Committee?

A Yes, sit.

Q Now, I will ask you if these zones of porosity which you
refer to as an upper section of the Wolfcamp formation are being
used by this Committee as productive in their calculations in regargd
to possible unitization and possible participation factors?

A Yes, sir. They are being used in this isopach. They are

included in the volume analysls of the reservoir.
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Q And, Shell is a member and serving on that Committee?

A Yes, sir.

Q Now, Mr. Huber, reference has been made to a North and
South zone in this field, and I will ask you whether or not~-as I
understand it, the point is made that there is little, if any, com~
munication between the North zone and the South zone?

A I believe that is so, yes, sir.

Q There are wells, are there not, which have units assigned
to them which are traversed by that particular line, ,are they not?

A Yes, sir.

Q Where part of the unit will be out of the line, or in the
South zone, and part North of the line and in the North zone?

A That 1is correct.

Q Are you proposing that the portion of those units North of

the line be removed from the acreage dedicated to those particular

wells?
A Are you speaking for allowable purposes or for volumetric
consideration?

0 Let's take allowable.

A Allowable purposes, no.

Q How about for calculations in regard to the unitization
and participation factor in case of unitization?

A I believe the formula is set up to take care of that con~

tingency. The primary recovery of the wells ig a factor, and the

secondary reserves, based on the primary ultimate, is the other fac#s
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tor, and I think that is compensated for in the well formation.

0 They are given credit, then, that is the effect of your
answer with regard to possible unitization and the participation
factor, the area North of it?

A I have not seen the ballots, but I understand they are be-

ing voted on for inclusion in the unit.

Q Do you know what the present producing rate of the Phillips

1"B" well, 1 New Mex-State well, is?
A I believe it is a top allowable well.
Q It is now. It was re-worked, was it not?
A Yes.
MR. JONES: I believe that is all I have.
MR. PAYNE: Any further questions?
0 (BY MR. NUTTER) Mr. Huber, on your cross section, which

is the horizontal scale?

A You may have gotten one in error. We had only three copiés

with the correct scale, horizontal is 1 inch to 200 feet.

Q You kept referring to the area South of your State-Philliﬁs

No. 1 as being 620 feet South of that well. That would be above ths
water-oil contact. Now, that line isn't running straight South, is
it?

A The cross section; yes, sir, it 1s a geographical projec-
tion of these other wells into a North~South line, actually.

Q Now, it runs from your "B" No. 4 to the State-Phillips

p

No. 1, which is southeasterly, and then from the No. 1 state-Phillips
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southwesterly to Phillips No. 2 dry hole, doesn't it? In other
words, the cross section has a significant sag, hasn*t it?

A Yes, sir, these wells setting on the West ;ide—-let me
explain it this way. The cross section we have prepared essentiall)
to illustrate a North~-South section normal to the mound development
We have projected intermediate wells into the section geographicallj
We scaled it for this, for the North~-South line.

Q It does have a North-South scale?

A Yes, sir.

Q And, then we projected these in just horizontally, geo-
graphically, into the line of the section? I didn't see the copy
of your plat that shows the way you did that.

A I intended to prepare one, and we got caught short for
drafting, and I used Tennessee's Exhibit for my illustration.

Q So the North-South direction is Bcaled, and the distance
from the State-~Phillips No. 1 to the water—-oil contact, assuming a
uniformity, would be 620 feet?

A Yes, sir.

MR. NUTTER: Thank you. That is all.

MR. PAYNE: Any further questions of this witness? If

not, he may be excused. Does anybody have further testimony in this

case? Any statements?
MR. ANDERSON: R. M. Anderson, Sinclair 0il and Gas Com-

pany. I'd like to make the same statement that I made at the origi

p

nal hearing on this matter. I'd like to preface it with the obser~—
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‘ing one exception, that the Commission will open the door for addi-

vation that Sinclair is opposed to changing the rules after the
game has been playéd, and that, essentially, amoun;s to our position.
We proposed flexible spacing rules for the Pool at the originafl
hearing, May 16, 1957, at the same time Tennessee Gas Transmission_.
proposed rigid spacing rules. Subsequently, the Commission adopted
the rigid spacing rules and Sinclair completed the development of
their properties in the Pool under the rigid rules. We drilled
three more producing wells; we drilled oné dry hole, and we left

two undrilled locations. Subsequently, on November 13, 1958, Sin-

1

clair supported the continuance of rigid spacing rules when the mat
ter of the temporary rigid rules was reviewed, as we believed, at
that time, development was in a very advanced stage and it was no

time to come in and change the rules. On July 8, 1959, Sinclair

formally objected to Samedan 0il Corporation‘'s request for an exceps

tion to rigid spacing rules. We feel that in this field, by grant~

tional applications and additional exceptions. There will be as

many as eight or ten additional possible exceptions to these rigid
rules, and if those wells are drilled they will result in nullifying
the rigid spacing rules adopted by the Commission. We feel it will
end up with flexible development, which is exactly how we proposed
that the field be developed in the first place. However, we will be
unable to compensate for the dry hole we drilled in following the
rigid pattern. We will be unable, now, to compensate for the drainl

age that has occurred by virtue of the fact we did not feel justi~-
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fied in drilling two proration units that we have in the field to
being forced to drill on the poor end of the 80 acres if it were de-
veloped.

8o, at this time, we feel our correlative rights would be vio-
lated by a relaxation of these rigid rules that we have all been
living under, and at the same time we can see where our investment
in this area would be, in part, confiscated by relaxation of the
rules. We feel the field has been developed.

MR. NUTTER: Mr. Anderson, I would like to ask you one
question. Did you state you drilled a dry hole as a result of fol-
lowing the rigid pattern?

MR. ANDERSON: Yes.

MR. NUTTER: Where is that hole, please? I see a dry hol+

in the S. W., S. W. 1/4 of Section 24.

MR. ANDERSON: A better location would have been the East
the location due East of that well, and the subsequent redesigna~
tion of the 80 acre assignment.

MR. PAYNE: Any further statements?

MR. KELLAHIN: Jason Kellahin, representing Samedén oil
Cérporation. As has been stated, Samedan made a similar applica-
tion; the facts in the case were identical to those in this case.
At this time Samedan is in agreement with Tennessee Gas and Sineclail
and Shell in opposition to thils proposed leocation for the reason

the Pool has been substantially developed and to now approve an ex-

L

2

ception of the type sought by Phillips Petroleum Company it is felt




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 105

will impair the correlative rights of the operators in ‘the Wolfcamp
Pool.

The Samedan case was predicated upon the premise that the orthg
dox location was not commercial. We have the same identical situa=-

tion here. It is clear the orthodox location on Phillips' acreage

is non-commercial and, therefore, they want the unorthodox S.B..l/4]

of the S.E. 1/4 in Section 25, 16 S., 34 E. That is basically the
location Samedan proposed to drill in, and the acreage is quite com
parable to that of the Phillips. Phillips can't drill on regularly
spaced locations. Samedan did not feel they could, and d4id not
drill. The Commission entered its Order, incidentally, we were op~
posed by a number of these Companies who are here today, and Mr.
Plumb testified very convincingly, and on the basis of the case
heard by the Commission, I would like to read just two of the find-
ings4which were made by the Commission in Order R-1455. That is
Finding Number 5. It says that the establishment of 80 acre pro-
ration units in said Kemnitz-Wolfcamp Pool on a fixed spacing pat-
tern, requiring the drilling of wells on diagonal 40 acre tracts
was based on the drainage and counter—~draingge. Number 6 sald that
the Kemnitz~Wolfcamp Pool has been largely developed. R-1011l and
R=1011l~A, the exception requested by the Applicant, would violate
the principal of drainage and counter-drainage and these impair the
correlative rights. I feel the same reasons now apply.

| MR. NUTTER: What 1s the date of that Order?

MR. KELLAHIN: August 1, 1959, Case Number 1718.

[ teee
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MR. PAYNE: I take it, Mr. Kellahin, that in Samedan's
position it makes no difference whether or not you have attempted to¢
drill on a standard location?

MR. KELLAHIN: I think an operator is entitled to deter~-
mine, in advance, where the productive or non-productive zone is,
and that is what Samedan's did. In Phillips* case they apparently
thought it would be productive and it turned out not to be.

MR. HINKLE: On behalf of Tennessee 01l and Gas Company,
I concur with the statement made by the gentleman from Sinclair,
that it would be unfair to change the ruleg after the game has been
played. As Mr. Kellahin has pointed out, this field has been sub=
stantially developed for a good long time. The limits of the field
have been practically delineated. I think this is a very important
case, not only from the standpoint of the parties, but also from
the standpoint of the State of New Mexico, as far as State lands ar%
concerned, because it is all State land. I think it also an impor-
tant case as far as the policy of this Commission is concerned in
considering what is to be taken into consideration in allowing ex=-
ceptions to generél field rules. It has been urged, of course, and
will be urged that you should stick to the surface allocation. I
think the policy of the Commission should be to consider all equities
which might be involved in connection with any exception to field

rules. It is an entirely different situation where you are making

an exception to specify 80 acre spacing units. I think it is necesj

sary that you take into consideration all possible factors, includ-
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‘|quest for an exception. They also delayed at a time when the nego=-

ing correlative rights and, also, as to whether or not the Applicant
who is seeking the exception will get some undue consideration or
advantage. The evidence in this case clearly shows that Phillips
has delayed an unreasonable length of time in requesting this exceps
tion, The field, as I have pointed out, has been pretty well de-~

fined and developed for a long time. A delay from August 19, 1958,

until June, 1960, after they drilled the dry hole, to make this re-

tiations for unitization of the field and inauguration of a pressurT
maintenance project have been substantially completed. It has also
been pointed out, evidence shows that if an exception is granted in
this case there are likely to be others requested which will cause
an undue delay, maybe six months or a year. The evidence clearly
shows, and it is uncontradicted, that if there is a delay there will
be considerable loss and waste of oil that will never be recovered
and the State stands to lose a considerable royalty as well as the
operators, which might be caused by granting this application.
Tennessee Gas and 01l would like to urge that the application
be denied because of these things, and then, also, on the additiona%
ground it would be extremely difficult for the Commission to ad-
minister the proposed exceptions here of irregularly shaped units.
MR. HUGHSTON: May the Commission please, we agree with

the ideas expressed that it is most unfair to change the rules afte#

substantial investments and positions have been taken on the strength

of the original rules. As has been most gtrikingly pointed out here,
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Tennessee turned loose of the 40 acres on which the subject well is
now proposed to be drilled at a time when it had it, because it was
relying on the original rules. If it had any idea that the rules
were to be changed, or exceptions granted very readily from those
original rules, it might have taken a very different position. The
production and development of an o0il pool is a dynamic thing. It.
is changing constantly. What a person will do when a field is first
cpened and after it is partially developéd differ from what he can
afford to do and will do after it is developed to a great extent
and has been produced for a number of years. Those things have to
be made, and for those reasons changes should not be made or excep~-
tions readily granted. You should not say it should never be done.
In some cases so much waste would result that the State should be
interested and ought to make a change, but there 6ught to be clear
and convincing evidence of substantial waste, or that the rules as
originally promulgated will interfere considerably with the correlas
tive rights of an operator before a change is made. People have
taken too many positions on the strength of the original rules.
For that reason, if an exception is granted here, there probably
will be other applications for exceptions, and that is going to be

true if the Commission takes up governing by exceptions, shall we

gay. It is going to take up an enormous amount of time of this Coms
mission and an enormous amount of time of the industry, geologists,

engineers. It is better to stay with the rules, some flexibility,'

particularly with reference to where 80 acre locations are provided
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and we would suggest that in making provisions for 80 acre locationé

hereafter in the pools, that the Commission consider allowing opera-

tors to drill on unorthodox locations at their option, provided that

the well at the unorthodox location should have only one half of the
allowable of the well drilled at a regular location. That would
start everybody off evenly and it would not constitute a change af-
ter the field had been thoroughly developed, and it would be hard
to put the parties back on an equal basis.

Then, for another reason, the Commission ought not to enter
into governing by exceptions. That is, you can easily get into a
position of where an abuse of discretion is either made or considered
to be made. I khow the Commission would, at all times, try to be
governed by what it thought was fair and right, but at the same
time, if it is in a position of governing by exception, where dis-

cretion is involved, it could be thought by a great many people tha

it abused that discretion and that would undermine confidence4in
this Commission, and we think too much of the Commission for that
situation to develop. We think it would be very unwise for it to
start governing by exceptions. |
Finally, if the Commission should think the exception should bg
granted, we think the unit which is allowed the irregular location
should be limited to the regular 40 acre subdivision on which it is
located, because it has been very well shown, and certainly there

i8 no clear and convincing evidence on the othexr side, which the

Commission should require before it makes a change in its formula,
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that the main producing zone does not extend beyond that 40 acre
subdivision, and the fact that this was taken into consideration,
that there is a main producing zone is shown by the findings of thiT
Commission at the time these Pool rules were formulated

Finding Number 5, "That development of the subject common
source of supply indicates that it is possible there are other pro-
ductive zones in the Wolfcamp formation in addition to the zohe in-
the lower portion of the formation from which the aforementioned
Tennessee Gas Transmission Company, State "AA"™ Kemnitz "A" Number 1
Well is presently producing.”

Finding Number 6, "That underground waste might result if the
‘other zones referred to in Finding Number 5 are opened simultaneously
with the known productive zones discovered by the saild Tennessee
Gas Transmission Company, State "AA" Kemnitz "A"™ Number 1 Well is
presently producing.”

Rule Number 4 of those rules, which ig8, *That no well shall be
opened to any other zone of the Wolfcamp formation simultaneously
with the productive zone in the lower portion of the formation from
which the Tennessee Gas Transmission Company, State "AA"™ Kemnitz
*A"™ Number 1 Well is presently producing until it has been estab-
lished, after Notice and Hearing, that the same can be accomplished
without causing underground waste."

We recommend the application be denied in its entirety, but

that in any event the unit be limited to the 40 acre subdivision on

which it is located.
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MR. SPANN: I would like to make a brief statement. All
sorts of dire consequences have been predicted in the event the Com+
mission allows this application, from public confidence in the Com-
migsion being undermined down to tremendous loss to the State through
failure to produce oil, and all sorts of things, none of which has
anything to do with the issue before the Commission. That is what,
generally, the oppoéition has interjected here, the extraneous is~
sues. Shell faced up to it partially, at least, by attempting to
show there were only 40 productive acres in the proposed unit. oOf
course, that is disputed by this so-called Engineering Committee
that the operators established and permitted to function generally,
and I understand, approved this action. This Committee I am talking
about, the report of that Committee was to the effect, as testified
to by Tennessee, that there was in excess of 80 productive acres in
the 120 productive acres in the Phillips*® lease. So we are faced,
then, with this proposition: Is Phillips to get credit for produc~-
tive acreage, as you have allowed other operators, in fixing allow=-
ables and prorating production. It is that simple.

Tennessee suggests that there should be some sort of different
formula or treatment when you are granting an exception as distin-
guished from when you are granting or formulating stock rules in
the first instance, and I simply do not understand the logic of such
a position. If you are going to prorate production on an acreage

basis, as you have done here in promulgating your rules, then it

follows as logically, and there is no escape from it, that if you
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have a certain number of productive acres which entitle you to a
certain rate of production, then you should get it just like anyone
else does and that, of course, is our position and we submit, under
the formula you have used here, that we are entitled to this addi-
tional well and approval of this non-standard unit.

MR. PAYNE: Any further statements?

MR. HUGHSTON: Have Shell's Exhibits 1,through 5 been ad-
mitted into evidence?

MR. PAYNE: The record shows that Shell's Exhibits 1
through 5 have been admitted into evidence.

The Commission will take under advisement Case Number 1947,

and proceed to Case 1979.

kX
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
I, JUNE PAIGE, Court Reporter, do hereby certify that the fore-
going and attached Transcript of Proceedings before the New Mexico
011 Conservation Commission at Santa Fe, New Mexico, 1s a true and

correct record, to the best of my knowledge, skill and ability.

IN WITNESS WHEREOF I have affixed my hand and Notarial Seal

]
this}éz d{éay of August, 1960.
e £4/6/

NOT%Y PUBLIC-COPRT REPORTER

My Commission Expires:

May 11, 1964
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BEFORE THE
OIL CONSERVATION COMMISSION
Mabry Hall
Santa Fe, New Mexico
July 13, 1960

REGULAR HEARING

PHONE CH 3-6691

IN THE MATTER OF:

Application of the applicant, Phillips Petrol-
eum Company, and the protestant, Tennessee Gas
and 0il Company, for a hearing de novo in Case
No. 1947, Order No. R-1083, relating to the ap-
plication of Phillips Petroleum Company for two
80-acre non-standard oil proration units and '
one unorthodox oil well location in the Kemnitz-
Wolfcamp Pool, Lea County, New Mexico.

CASE 1947

Nt Nt N N st e St e st “crs? iomrs®

BEFORE:

Mr., A. L. Porter, Jr., Secretary-Director
Mr. Murray Morgan

TRANSCRIPT OF HEARING

MR. PORTER: Mr. Errebo, Jjust one mlnute, sir. Before we
get into Case 1641, I would like to call Case 1947.

MR..PAYNE: Mr. Commissioner, Counsel for both parties in-
volved in Case 1947 have recommended this case be continued to the
August Regular Hearing, inasmuch as one of them was absolutely un-
able to be present today.

MR. PORTER: Is there objection to Counsel's motion for

continuation of Case 1947 to the Regular Hedring?

* %%
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STATE OF NEW MEXICO )
) SS
COUNTY OF BERNALILLO )

I, LEWELLYN NELSON, Notary Public in and for the County of
Bernalillo, State of New Mexlco, do hereby certify that the fore-
golng and attached Transcrlpt of Hearing was reported by me in
Stenotype, and that the same was reduced to typewritten transcript
under my personal supervision and contalns a true and correct
record of said proceedings, to the best of my knowledge, skill and
ability.

DATED this_:fji_ day of July, 1960, in the City of Albuquerque,

County of Bernalillo, State of New Mexico.

Ll 2 [ g

NOTARY PUBLIC
My Commission Expires:

June 14, 1964
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BEFORE THE
OIL CONSERVATION COMMISSION
S4NTA FE, NEW MEXICO
APRIL 30, 1960

0 I T T O e

IN THE MATTER OF:

Application of Phillips Petroleum Company for
the establishment of two 80-acre non-standard
0il proration units and one unorthodox oil well
location. Applicant, in the above-styled cause,
seeks an order establishing two 80-acre non-
standard oil proration units in the Kemnitz-
“Wolfcamp Pool, Lea County, New Mexico, each con-
sisting of a portion of the 8/2 of Section 25,
Township 16 South, Range 33 East. Applicant
further seeks approval of an unorthodox oil well
location in said Kemnitz-Wolfcamp Pool, the
location to be in the center of the NW/L SE/L of
said Section 25.

BEFORE :
Elvis A. Utz, Examiner.

TRANSCRIPT OF PROCEEDINGS

MR, UTZ: Case 1947.

MR. PAYNE: Application of Phillips Petroleum

establishment of two 80-acre non-standard oil proration units and

one unorthodox oil well location.

Case

1947

et Nt S Nt N Wl st St et Vst N Wt Nttt Nt arps® “vnt? Svaset

for the

MR, SPANN: Charles C. Spann, Grantham, Spann & Sanchez,

Albuquerque, representing the applicant. We have one witness, Mr.

Don Czirr.
MR. UTZ: Any other appearances?

MR., CHRISTY: Christy, HerWVey,Dow & Hinkle.
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MR, FEDERICI: William Federici, for Shell 0il Company.
MR. ANDERSON: R. M. Anderson, Sinclair 0Oil and Gas
Company.
(Witness sworn.)

DIRECT EXAMINATION

BY MR. SPANN:

the unorthodox well location in the Kemnitz-Wolfcamp Pool; is that

Q Will you state your name for the record, please.
A Don L. Czirr, C-z-i-r-r.
Q And have you previously testified before this Commission

and had your qualifications accepted?

A No, sir; I have not.

Q Would you briefly, then, state your educational back-
ground and experience in the oil business, Mr. Czirr.

A I graduated, University of Oklahoma, 1950; B.S. degree
in Petroleum Engineering. Since that time, except for a two-year
tour with the Army, I have been employed by Phillips Petroleum
Company in the West Texas-New Mexico areaj currently employed by
Phillips in Bartlesville, Oklahoma. My area of responsibility is
the West Texas-New Mexico area; reservoir engineer,

MR. SPANN: Any further questions?
MR, UTZ: No further questions; hé is qualified.
Q (By Mr. Spann) Mr. Czirr, you are familiar with Phillip

application for the two non-standard 80-acre proration units and
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correct?
A That is correct.
Q Now, are you also familiar with the Exhibit A that is

attached to the application; are you familiar with that exhibit?

A Yes, I am.
Q Now, we have a copy of that exhibit there?
A Yes, sir.

Q Would you have that marked Exhibit 1, Applicant's Exhibif
1?7 Directing your attention to that exhibit, what does it purport
to show?

A It is a plat of the Section 25,vTownship 16 South, Range
33 East, Lea County, New Mexico, containing the Phillips New Mex
AR lease which is described as the south half of that section
lease, the east 80-acres. "It shows the proration units that
Phillips is requesting today. It shows the location of the No.
3 Well that we are also requesting permission to drill. It shows
the location of the Phillips New Mex "A"™ No. 1, a producing well.
It shows the location of the Phillips No. 2 well, a well which we
abandoned.

Q Now, the total acreage in your lease is 240.7 acres; is
that correct?

A That is correct.

Q And you are seeking to dedicate 160 acres of that to

producing wells?
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A That is correct; two 80-acre tracts totalling 160 acres.

Q Now, you are familiar with the special rules adopted for
this field, I take it?

A Yes, I am.,

Q And at the time those rules were adopted, do you know
whether or not you had drilled your Phillips No. 17

A At the time the rules were first adopted we had not
drilled any wells on this particular lease.

Q Do you have the date on .which the Phillips No. 1 well
was drilled?

A Yes, sir. It was comvleted for potential 6/19/58.

Q Now, how about your No. 2 well?
A 8/28/58.
Q@ I believe you stated that was a non-commercial well; is

that correct?

A That's correct. We did not run casing on it or attempt
to complete it.

Q@ And why was that?

A The pay zone deteriorates in the southern portion of the
lease. We felt that, while there was some pay exhibited in this
well -- we recovered a show of oil on drillstem tests, we had a
show of o0il plus 120 feet of oil-cut mud at that depth -- we did
not feel that we could afford to run casing, pumping equipment, an

operate the well. We abandoned without attempting completion.
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Q What depth are those wells producing, approximately?

A 106 to 107 hundred feet,

Q And what is the approximate cost of it?

A In excess of $200,000, I am sure; $220, $230,000.

@ The well No. 1, that was drilled on pattern, I take it?

A That is correct, the pattern being established as the
proration unit being the east half or west half of a governmental
quarter section, with the wells specified to be in the northeast
quarter or southeast quarter of the quarter section. Our No. 1
well, and for that matter, our No. 2 well, were both drilled in
accordance with the Kemnitz-Wolfcamp Field rules; 80-acre spacing;

Q And your proposed No. 3 well, that is located in the
center of a LO-acre tracty is that correct?

A That's correct. It is unorthodox in accordance with
existing field rules, not an erratic location. It doesnt't crowd
any particular leese line; it is a center of a LO-acre tract.

Q Would you just tell the Examiner why it is that you feel
it is necessary that you establish these two units and the non-
standard location?

A Yes. If I could, I would like to submit a contour map.

@ would you mark that Exhibit 2?7 And it would possibly be
well to submit the isopach Tract, Exhibit 3, cross section.

Directing your attention to Exhibit 2, which is a contour map|

A It is contoured to the too of the Kemnitz pay as estab-
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lished in various hearings before this Commission. We show that
to show that the structure trendslto the south and to show the
position of the oil-water contact, being 6,665 sub-sea. 1In ?ther
words, the intersection of the oil-water contact with the Kemnitz
top does occur off and to the south of the Phillips lease. Then,
as to Phillips' reason for asking this particular exception to the
field rules, I would like to discuss for a moment an isopach show-
ing the net Kemnitz pay. I believe that is Exhibit 3.

IiR. SPANN: That is No. 3, isopach map.

"R, UTZ: This is 2, contour map, No. 2.

A The isopach map which we submitted as Exhibit No. 3 shows

the net feet of Kemnitz pay, shows that the pay section deteriorates,

gets tighter, on the south portion of the Phillips lease, and, as
wé stated, we followed the field rules and drilled our No. 1 and
Nd. 2 wells,and in the case~of our No. 2 well we encountered a
show of o0il, but not sufficient.

It shows, I believe, on the isopach that we have a 240-acre
lease there, generally productive, the south portion not being as
good as the balance of the lease, and we feel it is necessary for
us to drill in the location we propose for us to recover our fair
share of the oil underlying this lease. We would not be deviating
from the spacing pattern, for that matter, as we have asked for
80~acre spacing, which is set up. The geography of the particular

lease requires that the proration units be somewhat unorthodox.
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W] Now, what does Exhibit 4 show?

A Exhibit L is a cross section of wells in the north-south
direction showing the general trend of the structure there and of
the pay section of the Kemnitz zone. It also shows the location,
the proposed location of the Phillips A well No. 3, and the Kemnit
zone section that we anticipate we will encounter at the proposed
location.

@ Now, does Exhibit 3 show where the cross section was
taken from?

A Yes. It is designated by the red line in Exhibit 3, in
the north-south direction from the Sinclair to Tennessee Gas Kem-
nitz lease, and then on the south to the Phillips New Mex 4 well
No. 2.

Q Now, in your opinion, is there any other location that
could be drilled that would protect your correlative rights under
that lease and prevent waste?

A In a case such as this, where our lease is not uniformly
productive, we feel this is the best location to insure that
Phillips will be able to compete effectively for production that
may underlie our lease.

@ Is there any alternative location that you know of?

A No, sir. I do not believe so. I believe this wouid be
as good or better than any from the standpoint of spacing. Any

location we would select would involve a certain amount of -~ woul

N
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be unorthodox and this fits equally distant between the adjacent
wells and doesn't crowd a property line, and we feel that the
location at this point will protect Phillips from any adverse
drainage.

Q Do you feel it will adversely affect the adjoining oper-
ators in their ability to produce their proportionate share of the
0il in this field?

A The productive area around the Phillips lease is fully
developed, I believe, at the present time, so the fact that this
well is drilled should not affect particularly the other operators
They are completely developed.

Q Will the drilling of a well in this location result in
waste, in your épinion?

A No, sirj not at all.

Q Now, do you recall what Phillipst' position was at the
time of the hearing on these special rules for this pool insofar a
location of wells was concerned?

& , 1 believe there were two proposals at that time. One wa
a more or less flexible program proposed, I believe, by Sinclair,
and the other was by Tennessee Gas, The Commission put both pro-
posals together; Phillips, I believe, concurred with the Sinclair
proposal that a well would drill 80 acres, but that the Sinclair

proposal did not specify a quarter-quarter section for a particulajl

well, or proration unit, as I recall. Theirs was the more flexibl{

v

of the two.
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¢  4nd if that flexible rule had been adopted you, of
course, would have been permitted to locate this particular well
at least so far as well location is concerned. The question of
whether you could have established these units is something else,
of course.

A The specific well locatian, or uniform pattern, is cer-
tainly in the interest of conservation if, in fact, when the facts
of the case show it necessary, that exceptions are made to protect
the correlative rights. With a fixed pattern in any pool, sooner
or later you would arrive at a point in one or two leases that
would require exceptions for an equitable development by a parti-
cular operator. In this case it héppens to be Phillips.

Q@ Do you believe that these two, the No. 1 well and the
proposed No. 3 well, will efficiently drain the acreage dedicated
to these respective wells?

A Yes, I do.

@ Now, at the time these rules, the hearing on theée specipl
rules, was had, did Phillips have the information you have testi-
fied to here today concerning the formation and the possibility of
of non-commercial wells on this fringe, as you described it here?

A No, sir; we, of course, hadn't drilled our wells and,
by necessity, the field rules, to be of full value, have to be
established as early in the field as possible, and it would not be

possible or practical to wait until these various conditions had
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been established. The field rules were early in the 1life, before
we developed our property, sir.
Q Now, these Exhibits 1, 2, 3 and 4 you have testified to,
did you prepare those or cause them to be prepared?
A That is correct.
Q And the information contained on them is accurate to
the best of your knowledge?
I To the best of mf knowledge it is correct, sir,
MR. SPANN: T would like to move the admission of Exhibif
1, 2, 3 and 4. |
MR, CHRISTY: Mr. Utz, we have no objection to the ad-
mission of the exhibits, However, we would like to reserve the
right to cross-examine concerning the correctness of them. I
didn't want to waive that right.
R, UTZ: Without objeétion the exhibits will be accepted
Are there any questions of the witness? |
MR, SPANN: HMay I jﬁst ask oﬁe further question? Do you
know if the adjoining operators or offset operators were notified
of this application?
A Yes, sir; they were notified.' Forest and Tennessee are
the only two operators, I believe., I am sure they were notified.

CROSS~-EXAMINATION

BY MR. PAYNE:

Q@ Mr. Czirr, I would like first to get the footage de-

b S
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scription of the location on your No. 1 and No. 3 well.

i\ As to the footage of the Phillips New Mex A, No. 1, it
is located 1983 from south line, 2313 from west liﬁe, Section 25,
16 South, 33 East; as to the location of No. 3, we have just
recently staked that location, it being described 6nly as the
center of the LO-acre tract. I do not have the surveyors'! actual
footage measurements.

Q@ Center of LO~acre tract?

A Yes, sir.

MR. UTZ: That should be 1980, 19807?

A Yes, sir; undoubtedly it will vary é foot or so.

Q (By Mr. Payne) Do you presently have the north half of
the southwest quarter dedicated to the No. 1 well?

A No, sir. The No. 1 was drilled in accofdance with field
rules with the 80-acre tract running north and south, that being
the east half and west half of a quarter section.

Q I see.

A So we will have to file new plats for the No. 1 well or
the No. 1 well proration unit will be changed.

Q Now, when you get a productive well in the Kemnitz-Wolf-
camp, -- you presume that 80 acres is productive, I would imagine,
don't you? The 80 acres you are dedicating to the well?

A Well, based on all the information we have witﬁ which to

make our conclusions, yes.
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Q One well successfully drilled in 80 acres, then you
have 80 productive acres dedicated; when you get a dry hole,
wouldn't it be reasonable to turn that around and say the 80 acres
was dry?

A I think in any case where you are evaluating an 80-acre
tract you would have to use all the information available in
evaluating. For example, your cross section show that you could
not consider that 80-acre tract dry; you consider the fact you had
cnly a very small o0il section in the No. 2 well and it was not
considered commercial at that depth, but you certainly know the
entire lease -~ we have a 240-acre lease here with an average oil
pay thickness of 20 feet. We would not, for example, expect to
drill all our wells in the better part of the pool and dedicate
possibly the 240 acres, but of that 240 acres we feel that 160
acres dedicated for production is a modest request in view of the
information we have interpreted.

Q So you would feel you are entitled to a full &0-acre
allowable for the No. 3 well?

i\ Yes, sir.

Q Why did you design this unit in such a way, the ones»ygp
propose to dedicate to the No. 3 well, that it jogs off to the
northwest at 675 feet?

A There was more section there within our isopach line,

Certainly it came out uneven, the 80 acres. Based on our interpre-
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tation . how you might swing this ten-foot isopach contour, it
gives us some room on the conservative side there,

Q It wouldn't follow the isopach if you had taken your
1930 foot line further west and then gone straight north, and stil
get 80 acres; is that right?

A Well, 1930 feet straight west and then straight north

would be a little short, really, of the full 80 acres.

Q Well, not if you draw your line far enough.

A No, sir; you are correct. We could do that.

Q A1l you are interested in is 80-acres dedicated to the
No. 3 well?

A We feel there is actually more productive acreage than

what we have requested for, really.

Q You feel in your 240-acre lease you probably have more
than 160 acres?

A In excess of 160 acres commercially productive. Due to
the rules, that are in general very good rules from the standpoint
of deveiopment, it just so happens that two out of our three wells
were located on the flank of the structure. Excuse me; two out
of three normal locations would be away from the better part of
our lease.

BY MR, NUTTER:

Q Do you think you could drill a commercial well anywhere

in either one of these units you are proposing?
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A It is reasonable to think soj; certainly that is our
interpretation.
Q How far away from this dry hole does that line run, here

by this boot-shaped unit?

a I am not able to scale it for you. One hundred fifty
feet, maybe, It was intended to be just north of our No. 2 well;
that was the intention of it, when we were drafting the isopach.

Q. What was the location of the No. 2 well?

A 660 from the south line, 1980 from the east line, SectioA
25.

Q Well, then, this Exhibit No. 1 indicates that the east
boundary of that odd-shaped unit is 1980 long, so assuming this
would be a standard half section that would be 2640 feet long. It
would appear that line would intersect the location of that dry
hole, wouldn't it? |

A That was our intention, certainly, to go just right by
the No. 2 well in the drawing of the proration unit. We could, as
Mr. Payne vointed out, we could have moved that line up and carrie$
it further west and still come out with the same 80 acres.

Q Mr. Czirr, you stated that the outline of this unit was
based on a isopach thickness, or contour line. Just what isopach
thickness or contour line is it based on? What do you consider
the number of feet of net pay you could Have in one of these wells

and have a commercial well?
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iy On 80~-acre spacing, somewhere on the order of, oh,
possible 12, 15 foot, something of that nature, would give you a
profitable well. I believe the Commission has other testimony
along the same line.
MR. NUTTER: I believe that is all. Thank you.

BY MR, CHRISTY:

Q Turning to Exhibit 1, Mr. Czirr, as I look at that it
appears that your No. 1 New Mexico A is in the center of that 80-
acre tract. As I understand your testimony on the lines, actually
that well is within 229 feet of the west half, southeast, of

Section 25. There are 2,642 feet in that particular half sectiony|

it is an oversize section, I believe -- instead of 5280 it is 528l
A It is somewhat oversize,
Q If we subtract 3,013 feet it means you are crowding that

east line? As a matter of fact, you got an exception in order to

do it, did you not?

A Was not that a topographical exception?
@ I believe it was; and you did get an exception?
A As I recall it there was a reason we could not drill tha

well on the designated location. As I recall it was topographic.
I have not been on the lease; I understood it was a dry lake bed,
something of that nature that would involve an abnormal amount of
surface expense.

Q That is over-crowding the line?
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A It was not drilled on location.

MR. UTZ: Which well are you speaking of?
MR. CHRISTY: Phillips New Mex A, No. 1 wvell.

Q Now, sir, as I understand Exhibit 1, you ére not only
asking for an exception to the normal spacing of 80 acres, on an
east-west portion under the Kemnitz Pool rules, but you are also
asking for additional exception to the standard provision of allo-
cating LO-acre tracts or lots, that is this gerrymandering type of
80-acre unit; is that correct, sir?

A If I followed the question, we are drilling our well in
the center of LO acres; we are not proposing it on the location as
specified in the field rules, and our proration unit does not
agree with those set out in the field rules.

Q Nor do they agree with normal quarter-quarter sections,
this 80-acre tract you are proposing to dedicate?

A Due to the situation we find ourselves in on our lease w

had to do that.

Q This is all under a State lease?

A That is correct. |

Q Is it one State lease?

A Yes, sir.

Q Are the beneficiaries the samé?

A Our files only show a single lease number, to the best

of my knowledge. It would be something for our Land Department to
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go through, but to my knowledge there is nothing unusual royalty-

wise, ownershipwise, in this in any respect.

] I am not speéking of the royalty. I am speaking of the
beneficiary of the royalty. Do you have a copy of the lease with
you?

A No, sir.

Q New Mexico Institute might be the beneficiary on the well

sité, and the common schools might be the beneficiary under the
southeast southwest.

A I believe we would have designated anything unusual abouf
the lease in our normal lease jacket file, and there was no such
designation. Detailed testimony of that nature would have to
follow an investigation by our Land Department. |

Q Do you propose that testimony here today?

i No, sir., I am the only witnéss. Certaiﬂly we would not
prepare a single unit that would involve any payments that we
couldn't handle accountingwise.

Q Your lease files customarily show beneficiaries on State
leases?

A Anything that would affect the operation of the lease,
the location of the wells or proration units, or anything like thaf
is normally designated on our lease jacket file'which I have
available to me. Again, any complete testimony as to the owner-

ship, beneficiaries or anything of that nature would have to

y
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follow a normal search of our records.

Q Now, referring to your Exhibit 2, which is a contour
map, where did you encounter the top of the Kemnitz zone in your
State Phillips 4, No. 2 well?

A We could probably show that on our exhibit, I believe it
was No. L. Around 10740,

Q What minus would that be?

A 6L76. We show our elevation on the same exhibit there.

Q Well, perhaps I am not clear. From your Exhibit 2, I
notice a contour line of minus 6600 which is south of that No. 2
well, and the next contour up is minus 6500. Did I understand you
right that the well is at minus 6476 at the top of the Kemnitz?

A In our contour it appears we called it minus 657l. Well
sir, I'd like to apologize for my addition and subtract from 10740
L4164, which we show on our Exhibit as being our elevation; that
would be 6576, My apologies for poor arithmetic.

Q So the two exhibits are correct?

A They are correct. |

< Cn Exhibit 3 I notice beside each well a little red

figure. For example, in No. 1 well, figure 29, dry hole. No. 6,

etc. What do those figures represent?
A Those are our net pay thicknesses we used in construct-
ing isopach.

Q That is not the footage in the entire formation but just
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net footage?

A Nd, sir; just the net oil pay that you normally consider
in an isopach.

@ Who determined these figures?

A Oh, something like this, it ié carried on with a develop
ment of the field. It was done partially in our geological sectio
I worked with those people in determining what we would or wouid
not select. The actual work of drafting the particular contours

and preparing exhibits as shown was by our Mr. Luck.

Q@ Did you work with your Mr. Freburg on that?
A I did not. Mr. Freburg is in Venezuela.
Q@ You did have a committee in this Kemnitz Pool of the

operators, an engineering committee?

A There is a unitigzation committee sponsored by Tennessee
Gas.

Q And that is composed of engineers from the various
operators?

A That is correct.

Q Do you know whether or not the engineers committee had

arrived at a net pay thickness for these various wells?

& I know they have submitted an engineers report; I
received a copy. Whether it represents a particular operator's
opinion or anything as to a particular property, of course it.does

not. It represents a basis that they can reach common ground on,

T .
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As you know, we are directing all of our efforts any more toward

some type of secondary recovery, and whether or not a net pay is
calculated on the particular basis is immaterial so long as it is
consistent throughout the pay. I think that would be our position
in the Engineering Committee. I am sure it was Tennessee's.

Q These figures, then, are Phillips figures?

A They are Phillips figures only.

Q and you gave six net feet of pay to your drill hole?

A I am going to refuse to call that a drill hole. It‘had
a show of oil; that is as close as we can . come.

Q Plugged and abandoned?

A Non-commercial.

@ With reference to the offset operators you mentioned
before, let's take the wells around. You say Phillips owns the
New Mexico A well, which is to the west of your proposed location;
you own that 100 per cent?

A That is correct.

Q The well to the north, marked on your Exhibit 2 as the
No. 4 Tennessee Kemnitz B well; is that Tennessee Gas's well?

& Yes, according to my records.

Q Now, the Tennessee No. 1 well to the east of the propose
location; whose is that?

A I believe that is Tennessee's operation certainly.

] And doesn't Phillips own 50 per cent of it?
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A As I recall, we have an interést in that lease.

Q As a matter of fact you own 50 per cent of that well,
and you own 100 per cent of the well to the west; isn't that
correct, sir? And Tennessee owns 100 per cent of the.well to the
north and SOVper cent of the well to the east; is that correct?

A O.Ke == I'm not going to testify on that. |

MR. SPANN: I ém going to object. He said Phillips had an
interest. If he knows what interest, fine. I don't think it
should be presumed. |

THE WITNESS: No, I couldn't say for surej I believe we have
an interest in it.

Q (By Mr. Christy) Now, what net thickness of pay do you
expect to encounter in this proposed location? You testified, I
believe, earlier, 12 to 15 feet would make you a payahle or
commercial well, |

A We would reasonably expect, according to our isopach, to
cut roughly a 30 foot, slightly less than 30 foot of net pay.

Q@ And you have encountered non-commercial production in
the south portion of that 80?2

A That is correct.

Q Now, what recovery do you expect out of this well you
are going to drill? How many barrels of oil do you expect to
recover?

A I don't have a ready figure for you on that; somewhere
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around 70, 75 barrels per acre foot would be a reasonable figure
for that vay, I believe.

Q Out of this 20 or 30 feet you expect to encounter?

A Per acre foot.

MR, UTZ: 1Is that for the unit you propose here; for the
entire unit?

A Yés, sir. I have not made a calculation on that; I feel
that is in the area.

Q (By Mr. Christy) Within this field, Kemnitz Field, how
many other unorthodox locations are there similar to the one you
nowWw propose?

A My map shows -- certainly not all the wells are drilled
in the northeast southwest coordinative arrangemént. These wells
very likely were drilled at the time the field rules were being
considered. I really had trouble seeing, I started to look it up
and felt that the case of this should stand on its own. The
position another operator might have in another part of the field
they might have a reason.

Q Now, did I understand you right that the proposed well
has already been staked?

A To be perfectly exact, the surveyor has been instructed
to stake it.

Q I see. Now, one final question° In the event the

Commission should authorize you to drill this unorthodox location,
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but would require you to stay to the fixed proration unit (that is
the west half of the southeast of Section 25, under the rules),
what do you feel would be a fair allowable for you to have on that
well?

A Well, sir, we are drilling to almost 11,000 feet on a
lease having 240 acres with an average pay thickness in the range
of 20 foot. It would be necessary for us to have a full allowable
to obtain a proper return or our fair return on this particular
well and to be able to develop this 240-acre lease equitably.

Q And you feel it would be fair to give you the full 80-
acre allowable even though you stayed in your unit? Your unit was
composed of the west half, southeast, the standard’SO-acre unit
area.

A There you are in a position of including into that 80-
acre unit acreage that possibly is marginal, to wit, our No. 2
well. You are including acreage that is not marginal, that is
good, to the west. How the proration unit is actually designed
wouldn't have any effect on the recovery. The well is going to
operate the‘same regardless of the geography of your proraﬁioning,
if I understood what you meant.

Q Yes, sir; I understand your answer sufficiently; You do
feel that the south portion of the southeast quarter is non-
productive, do you not, that area below your No. 2 well?

A We couldn't operate it; don't feel we can run a casing,
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pump and operate the well at close to 11,000 foot for some six
foot of rather tight pay, although it very likely éould contribute
to the overall production of wells in that area.

MR. CHRISTY: Thank you very much.

MR. UTZ: Any other questions of the witness?

BY MR, UTZ:

@ Mr, Czirr, are you familiar with the Forest State No, 24
Section 267
A I have seen some information on it; yes, sir.

@ Is that a marginal well or top allowable?

A It is not a top allowable well,

) Do you know what it oroduces?
A I believe its top allowable is in the range of 300 or so
barrels.

Q What month?

A February.

Q Do you consider that a commercial well?

A Well, I don't know that much about its past production tq
know whether it is commerciad. It is certainly approaching some
very tight economics when you get down to 2 or 300 barrels from
that depth. It would depend on their operating cost experience anq
things of that nature.

Q I believe you said that about 15 foot of net pay would

be, in your opinion, commercial?

p

A That is correct.
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Q Can you, from your Exhibit 3, could you dedicate out of
that lease of 240 acres 160 acres to the two wells, namely your
proposed location for your No. 3 and your No. 1, New Mex A, No. 17?
Could you attribute to those two wells 160 acres of contour in
excess of 15 feet?

[\ That would average 15 foot; yes, sir. Just glancing
there it looks like our 240-acre lease would average something lesL
than 20. Where you have portions of your leases with upwards of
30 net foot that would give you a plus factor in your reserve cal-

culatiéns; certainly on an average, which is the way I was thinkin;

U

of this in giving you the footage, I would think 12 to 15 foot
would give you a reasonable set of economics there.

Q You would admit, would you not, that some of your pro-
posed unit ié considerably less than 15 feet?

A Yes; our isopach shows that some of it is better, some
worse; some of it more, some of it less than this 12 to 15 foot.
I think that our whole point is that we do have a 240-acre lease
there that was generally productive; for us to participate in, just
160 acres of this 240-acre lease we do require this special action}

Q You could arrange your units, couldn't you, or could
you, so that you would have &0 acres to the No; 3 well that would
be in excess of 15 feet of net pay?

A I believe we could; I couldn't say, but just looking at

it here, it looks like we surely should be able to. Certainly on
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an average we are well above this minimum we are talking about on
average pay.

Q It would look better, would it not, to dedicate produc-
tive acreage rather than acreage that is very questionable, to oil}

even though your allowables would be the same?

A Our position today is simply to adjﬁst off of the basic
field rules to obtain permission to drill a well as proposed on
No. 3, and to obtain an 80-acre proration unit. The rest is pretty
much immaterial to us. We feel we have acreage left over after we
have taken the necessary acres out. We can adjust it as the
Commission would feel desirable.

Q Ad just the shape of the unit?

A If it would be desirable, ceftainly.

MR. UTZ: Any other questions of the witness?
MR, SPANN: I have another question or two.

REDIRECT EXAMINATION

BY MR. SPANN:

Q Mr. Czirr, you feel that you have more than 160 produc-
tive acres in this lease; is that correct?

A That is correct. |

Q And you merely desire to drill two wells, from which you
will produce that acreage and dedicate the appropriate units to
those wells?

A Today we are simply asking for permission to deviate frog
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the pattern to drill our second well, our third well, on this leas;s
Q And, as you have described these units on Exhibit 1,
they merely appear to be the most reasonable or feasible units to
generally indicate productive acreage dedicated to that particular
well?
4 That is correct. The exact shape of any proration unit
like this is largely arbitrary where we have acreage left over.
Q There is no plan of additional wells or additional units
being established, or additional wells drilled on this lease?
A At this time I know of nonej; no, sir. |
MR. SPANN: That is all.
MR, UTZ: Any other questions?

RECROSS-EXAMINATION

BY MR. CHRISTY:

Q‘ In other words, you would not plan to come back to the
Commission and ask for another well in the west half, northwest
section of 2572

A To my knowledge there would be no such plans.

Q You do not contemplate drilling a well in that area?

A To my knowledge we do not.

MR. CHRISTY: Thank you.
MR, UTZ: Any other questions, statements?
MR, SPANN: That is all we have.

MR, UTZ: 1If there are no further questions the witness
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may be excused.
Did you enter your exhibits?
MR, SPANN: I believe I did, subject to their objection
for right to cross-examine.
MR, UTZ: Is there other testimony to be put on in this
case?
| MR. CHRISTY: We have one witness,
(Witness sworn)
L. B, PLUMB,
called as a witness, having been first duly sworn, testified as
follows:

DIRECT EXAMINATION

BY MR, CHRISTY:

Q@ Would you please state your name, address and occupation*

A L. B. Plumb, employed as Petroleum Engineer, Midland,,
Texas for Tennessee Gas Transmission.
Q Mr. Plumb, have you previously testified before this

Commission as a petroleum engineer and had your qualifications

accepted?
A Yes, sir.
Q Are you familiar with Kemnitz-Wolfcamp Pool in Lea Count

their production and history?
A Yes, I am.

Q Are you familiar with the matter sought in this appli-
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cation?

& Yes.

MR, CHRISTY: Does the Examiner have any questions con-
cerning the qualifications of the witness?
MR. UTZ: "No, sir.

Q (By Mr. Christy) Now, Mr. Plumb, let us start with whatf
has been marked as Tennessee's Exhibit A, which I believe is an
isopach map of the pool in question here. Will you please explain
that to the Examiner in reference to the lines I see running all
over the map?

A This isopach map is a presentation of the pay thicknesses
in each of the several wells in the field, and the connecting lineg
are designed to show the conformation of this pay section into a
structure.

Q On what basis was this prepared? Who prepared it?

A The net pay thicknesses as shown on this map werenpicked
by a committee of men composed of representatives from each oper-
ator in the field.

Q And those net pay,figures; are those the little numbers

below the wells?

A Yes, they are the numbers below the well numbers.
Q I see, sir. What do the various lines, 10, 30, etc.,
indicate?

A They show the thickness of the net pay section in the
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Wolfcamp reservoir as determined by this committee, and the lines
were also drawn by members of that committee.

Q I see. Could you tell us what the initial ultimate re-
covery of this reservoir is?

A It is estimated that the predicted ultimate recovery
from the reservoir is approximately 7.5 million barrels of stock
tank oil.

Q How much has been produced to date; say to April 172

A There have been approximately h;6 million barrels ﬁro-
dueced to April 1, 1960.

Q This leaves about 2 million --

A Two million nine hundred thousand barrels of remaining
reserves under primary producing practiges.

Q Now, I wish you would please identify, briefly tell us
what Exhibit B is.

MR: PAYNE: For the record I would like to inquire what
you are testifying from, and are these exhibits the result of this
group of engineers getting together and arriving at the conclusions
you are testifying to, or are these figures and conclusions thoseé
of your company?

THE WITNESS: Only the map is an exhibit that was prepared
by the Engineering Committee. Our company, and I, myself, subscrij
fully to the picture as shown here on this map. It is my opinion

that this does depict accurately the Kemnitz-Wolfcamp reservoir

he
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as it is under the ground. Any further testimony will be engineer|
ing work done by Tennessee Gas.

Q (By Mr. Christy) Now, turning to Exhibit B, I will ask |
you if you will please explain ﬁo the Examirer what that is, sir.

A Exhibit B is a map showing the bottomhole pressures of
the wells in the field, effective date of December, 1959, as re-
quired by field rules. They are semiannual bottomhole pressure
surveys run on all wells in the field iﬁ which it is possible to
run bottomhole surveys, and these large numbers are the bottomhole
pressures effective December, 1959.

Q I notice a dash-line around here which has been marked
"stabilized pressure area."

A This indicates the area of the field which is in effect-
ive pressure communicationj; that is to say, that it is the one
contiguous to the reservoir and the bottomhole pressure in each of
these wells is effective from well to well in there. You will
notice along the north side of that line there is one well with a
decidedly lower bottomhole pressure, and it is possible that Wéll

is not in what we consider the stabilized pressure area.

@ It is not in the fairway?
A Yes, sir; it is not in the fairway.
Q What per cent of the wells in the pool are in this fair-|:

way or stabilized pressure area?

A There are --
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@ Excuse me; not the number of wells, I should say the
amount of recoverable 0il?

A We estimate that 75 per cent of the remaining reserves
to the field will be recovered from this area, in the stabilized
pressure area designated the fairway area.

Q Now, I believe Phillips Petroleum owns a 240-acre lease
in Section 25 which has been previously testified, a portion of
which shows in this fairway area?

i\ That is correct.

o Now, sir, what per cent of feet in this fairway is encom-
passed in Phillips 240 acres?

A By perimetering --

Q@ Which map?
A The isopach map, Exhibit A, it was determined that wiﬁhir

the Phillips New Mex State lease it is estimated that four per cent

of the total field acre-feet underlie that lease.

Q Now,vhave you calculated, based on present proration,
what the recovery will be from Phillips No. 1 New Mexico State lead

A Yes.

Q@ In terms of percentage of fairway production?

A Because of the excellent pressure communication in the

fairway area, it is estimated that each well in the fairway area
will now share equally in the remaining reserves attributable to

the field. That is to say, the proration keeps the production

e?
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rate constant. Therefore, each well, regardless of pay thickness
or location, as long as it is in good pressure communication with
the field, will recover the same amount of 0il as any other well.
One hundred seven thousand barrels per well remainiﬁg reserves
estimated right now.

Q@ Do I understand you that from the Phillips New Mexico A~
well, it will recover that four per cent of fairway production
that you mentioned?

A Phillips well, we estimate, will recover one‘hundréd
seven thousand barrels of oil, and that will amount to‘approximate]
L.7 ver cent of the remaining field reserveé.

Q Slightly in excess of this 4 per cent you have mentioned?

A Slightly in excess of the 4 per cent.of productive acre
feet of vay underlying that lease.

Q Now, should Phillips be allowed to drill the unorthodox
well in the northwest southeast of Section 25, and place it on
production within a reasonable time, have you made any estimates
as to what per cent of the remaining recoverable oil within the
fairway, or stabilized pressure area, Phillips would thern recover
by virtue of the two wells on that 240-acres?

A Yes; since each well remaining will recover the samé
amount it is estimated that they will recover the same amount of
oil. Then we would merely take the remaining ultimate reserves

and divide by one additional well, so that would give Phillips

LY
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Petroleum Company approximately two hundred thousand barrels of
add;tional reserves, or approximately nine per cent of the remainir
reserves under the fairway area.

Q How many wells are there presently in the fairway?

A Twenty-one.

Q Are there any more orthodox locations within that stabi-

lized pressure area?

A There is one possible orthodox location remaining, in my
estimation.
Q Now, I will refer to what has been marked Exhibit C and

ask you if you will briefly identify and explain it.

A Exhibit C is a production statistics map which shows the
present producing status of each well in the field. This map is
effective as of April 1, 1960; from it can be observed that each
of the wells as shown being in the fairway area is capable of pro-
ducing at the maximum field allowable rate, or very nearly at the
maximum field allowable rate.

Q Would you identify these symbols or figures by each well
please, sir; tell us what they mean?

A Yes, sir. Under each well number are several figures.
First you will see letter F or P, flowing or pumping; next number,
in the case of Tennessee Gas Kemnitz 4 No. 5, you see the figure
214, which indicates the current capacity is 214 barrels per day.

The number in parentheses, 1575, is the current gas-oil ratio; the

)
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number below the line, 168,643, ' ccumulative oil production attri-
butable April 1, 1960.

Q You mentioned there was one other, I believe, possible
orthodox location in this fairway portion of the pool; in addition
to the Phillips application for unorthodox, are there any other
possible unorthodox locations to which &0-acres could be attri-
buted?

A There are possibly eight additional unorthodox « -
locations which we show on Exhibit B. On this map the circles
Mhich are filled in in red indicate unorthodox locations to which
80 productive acres could be attributed.

Q A1l within the fairway?

A All within the fairway limits of the field; ves. Inci-
dentally, I might add that these wells, the drilling of these eight
wells, would not increase the remaining ultimate reserves to be
recovered from the field.

Q Simply share the pie? Shear the pie in more pieces?
Now, if you take it -- as I understand you, if you take the eight
possible unorthodox, the twenty-one present ones, the one possible
orthodox, you would have a total of thirty wells sharing in the
remaining 2.9 million barrels to be recovered? |

A Yes. |

Q I believe it was testified previously that wells in this

area cost about $200,000 to drill, complete and equip. Are you in
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concurrence?
A I agree with that figure.
Q Now, referring you to what has been marked Exhibit E,

will you please identify and explain that to the Examiner?

A Exhibit E is a performance curve depicting tﬁe perfor-
mance of the Kemnitz-Wolfcamp Pool insofar as it pertains to
bottomhole pressure, oil production rate, and gas~-oil ratio. It
is shown there that the bottomhole pressure of the wells is
declining along a straight line. It can be interpolated into the
future, and future performance .in the field can be predicted with
a high degree of certainty as to the amount of recoverable oil
remaining. This indicates that this type reservoir is behaving
as é_typical gas-drive reservoir does behave.

Q Does that explanation on Exhibit E correlate with your
previous explanation on bottomhole pressures in Exhibit B?

A I believe it does. The pressures; if they were ﬁritten
on the map like this, would show a very close degree of concurrencs
in numbers with the bottomhole numbers in any well on the fairway
area.

Q What does that indicate?

A Pressure communication and, therefore, the energy avail-
able within the reservoir from well to well is in excellent
condition. That is, o0il can migrate freely to the low pressure

area as long as you have a well bore open to produce oilj that the
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0il can migrate to it regardless of structural position.

Q Now, it was mentioned earlier that a committee worked
on pressure maintenance study; is that corfect? Is there a pressuj
maintenance study now being made?

A There is a committee formed, at the direction of the
operators of the Kemnitz Field to study the feasibility of a
pressure maintenance or similar conservation project in the Kemnit
Field.

Q Would there be anything in reference to that study, or
the proposed plané, that might have reference to the matters sought
in this application?

A The proposed study is very nearly complete. The engineer
ing report has been submitted to the operators one time, and the
operators requested additional study. That additional study is
nearly complete, and we are ready to go back to the operators to
proceed with the unitization procedures. Then, should these un-
orthodox locations be drilled in here, it will naturally delay
each operator from wanting to participate in such a study to such
an extent that the pressure maintenance program would be unfeasiblg
due to the excess of decline of bottomhole pressure at which it
could be started.

Q Do you feel now is the time to commence a pressure
maintenance?

A It is urgent that such pressure maintenance be conducted

e
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at the earliest possible date to prevent a great amount of shrink-
age of oil in the reservoir, and a large amount of physical waste

could occur if there is no pressure maintenance project initiated

in this field.

Q Now, we have mentioned the preparation of Exhibit A by
the Committee, and that you concur in the matters set forth in
this exhibit; is that correct, sir?

A Yes.

Q Were Exhibits B, C, D and E prepared by you or under youx
direct supervision?

A Yes.

MR. UTZ: Questions of the witness?

CROSS~-EXAMINATION

BY MR, NUTTER:

Q Did I understand you correctly, sir, that you said that
Phillips 240-acre tract contained L.7 of the total reserves in the
area, or that this well would withdraw 4.7 of the total reserves
in the area?

4 It is our estimation that this well, currently existing
well, will withdraw L.7 per cent of the remaining reserves in the
fairway area.

Q Have you made any estimate as to what percentage under-
lies Phillips' acreage?

A I testified approximately four per cent is my estimation,
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Q So, in other words, you feel they have got four per cent
of.the total reserves in the fairway, but their well would with-
draw L.7 per cent of the production?

A Yes, that is my estimatioﬁ. This is, if I may explain a
little bit, the well is cépable of producing at maximum allowable,
and it will continue to maintain this capability as long as any
well in the field, Therefore, wells which have a much thicker‘pay
section which are producing at thé same cabacity, although they
have more reserves underlying them, will only recover the same
amount .

Q About how many acres would you estimate underlie the fair+
way acres on Phillips' lease?

A I have not made an estimate of the number of productive
acres attributed to that. I had it in acre-feet, but did not
have the number of productive acres.

@  Does the dotted line on Exhibit B correspond with zero
feet of pay line on Exhibit No. A?

A Yes, sir.

Q Is everything north of that line area which has some
pay, and everything south, in your opinion, has no pay?

A That is correct. |

Q The four per cent of total reserves in the area, you
calculate, is a calculation considering the thickness of the pay

from this line north?




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE L0

A It is based on a combination of volume of reservoir and
a material balance combination; I have estimated the total field
reserve by material balance, and we have said each well will pro-
duce an equal portion.
Q I didn't mean how much this well would produce; I mean
your estimate of the total reserves.

A It is based on volumetric.

Q That is a volumetric share of the material balance
reserves?

A Yes, sir.

Q Is it your opinion that all of the acreage dedicated to

Tennessee State, Phillips No. 1 well is productive of o0il?

A Only down to the zero isopach line.
Q@ dre there some acres south of this line non-productive?
A This map indicates so, and that would be my personal

opinion; yes.

Q, You think the allowable to Tennessee's well there should
be adjusted on account of non-productive acres being dedicated to
it?

& I don't care to make an estimation as to whether or not
that should be done.

MR. NUTTER: I believe that is all. Thank you.

BY MR, PAYNE:

] Referring to your Exhibit D, I believe you testified as
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to these possible unorthodox locations. There were 80 productive
acres that would be dedicated to each of these., What 80 acres is
it that you are going to dedicate to Phillips Well No. 3, is it
shown as one of these?

A Well, sir, I would have to then adopt a proration unit
in similar shape to the one which they have submitted.

Q What you are saying then, there is a way to arrange the
acreage dedicated to the No. 3 well so that it would have no dry
acreage dedicated to it, and they would still have 80 acres?

A I would prefer to say that this map indicates thaﬁ there
are at least 160 acres under the Phillips New Mex State lease
which could reasonably be considered productive, and by some means
or other these could be divided in two.

Q I take it from that that Tennessee's chief objection is
not the acreage dedication but well location?

A That is correct. |

MR. PAYNE: Thank you.
MR, UTZ: Any other questions?

BY MR. SPANN:

Q@ Mr. Plumb, if Phillips has 160 acres or more of produc-
tive acres within this so-called area, they would be entitled to
produce either one or two wells sufficiently to make up that amount
of acreage; in other words, they should be entitled to that much

allowable attributable to that acreage?
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iy I do ﬁot know how much they should be entitled to. If

I were stating on that fact I would say we could consider volu-
metrically not only acreage productivity but feet of pay produc-
tive in each well and if an adjustment were going to be made, then
such an adjustment would be reasonable to me,

Q But the allowable is'based on acreage, not on feet of
pay, isn't it?

A That is my understanding.

Q The State law contemplates that you increase or decrease
depending on the acreage in the unit, over 80 or under 80, you get
a percentage of variation there based on acreage?

A Yes, sir.

W So that is all we can consider in this appliéation,
isn't it; whether Phillips has sufficient acreage that is producing
to justify two wells, based on 80-acre vroration in the field?

& I feel that is the problem to be resolved by the Exaﬁiner
and the Commission.

Q You are not suggesting that this Commission start con-
sidering thickness of pay and so forth in fixing allowables, are
you?

A No, sir; I wouldn't propose that at all.

@ Now, you testified to the percentage of o0il, or percen-
tage of reserves attributable to the acreage in Phillips; lease,

which is within this fairway area, and also you testified to the
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percentage that this particular well would produce. Do you know
the figures as to the percentage of reserves underlying Tennessee's
acreage in the field?

A I do not have them in that exact detail. Tennessee
right now, produces approximately 42 per cent of the reserves; L2
per cent of the production from the fieldj; that is our current
status.

W What 1 am getting at is, do you have any figures to show
whether Tennessee is producing more than their fair share of the
reserves as a result of the way their wells are producing, based

on the reserves attributable to their acreage?

A No, sir; I do not.

Q You do not have that; you just have it on Phillips?

& Just on this well in question.

@ So, for all we know, this additional well may be neces-

sary on the part of Phillips to offset an advantage you already
have in producing from this field; is that correct?

A No, siry I don't feel that is correct, but I have no
figures. In the immediate area of the subject location Phillips
right now has the same number of net wells draining that area as

Tennessee has.

[¢2)

"] That is based, again, on acreage rather than on thicknes
of pav, and these other things you used in determining the percen-
tage of reserves under Phillips acreage and the amount they would

produce? You used something other than acreage in arriving at
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those figures, didn't you?
A Yes.

Q But when you just gave your present opinion, it was con-
sidering acreage only and the location of wells?

R\ No, not entirely, because the thickness of pay underlying

the Tennessee leases is greater than the thickness of pay under-

lying the Phillips lease.

& Well, that isn't true in every case, is it?
A No, siry it is not true in every case.
Q Now, you understand that under the law of New lMexico an

operator is entitled to recover his fair share of oil underlying
his acreage; is that correct?

R\ Yesy; that is correct.

] Aind based on the acreage that Phillips has, which you
feel is producing, and considering the spacing that is in effect
in that field, they would need one additional well to éomplete or
drain their acreage which is producing; is that correct? Regard-
less of what kind of unit is established they would need one
additional well?

A They are entitled under the law to one additional well.

MR. UTZ: You mean on an acreage basis?

A On an acreage basis.

Q (By Mr. Spann) And do you know of any instance when the

Commission has ever considered anything other than acreage basis

A
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acres, productive acres?

in approving locations of wells and spacing rules?

A No, sir; I do not.
BY MR, UTZ:
@ Mr. Plumb, do you believe that acreage proven to be dry

should be dedicated to a weil?

A No, sir; not acreage proved to be dry.

@ According to your calculations Phillips will recover fro#
two wells 9 per cent of the pool reserves?

A Yes.

Q And they actually have under their acreage L4 per cent
of the pool reserves?

A Four per cent of the volume of the reservoir, which
should be correlative to reserve.

Q And still, on the other hand, you admit they have 160

A I don't deny there would be 160 acres within the zero
isopach line of this map which could be reasonably productive of o1l

Q@ Actually, what you are saying is, there is a fallacy in
straight acreage allocation, then?

A No, sir; I don't say there is a fallacy in that. I don't
believe there is. ‘

Q Well,then, if there is no question, shouldn't they be
entitled to drill their 160 acres of productive acres?

A Well, sir, they have drilled two wells which should have

1.
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proved up 160 productive acres. Now, if they can drill wells in
conformance with the field rules, then they are entitled to it.
— Q” Do you think they would be entitled to 40-acre allowable
on the location that they propose?

A Yes, I think there areth acres to be dedicated to a
well in that location which could be considered productive of oil
and a 4O-acre allowable could be granted,then.

MR; PAYNE: How about 60 acres, Mr. Plumb? It would be
about 60 according to your exhibit.

A Yes, sir; it would be approximately 60 according to my
exhibit.

T~

MR. UTZ: 4ny other questions of the witness?

BY MR, CHRISTY:

Q Mr. Plumb, you have been mentioning productive acres
here all along. I believe on previous examination the statement
was made, in order to pay out, the well would have to produce from
about 12 to 15 feet of pay thickness. Would you concur in that
statement as to pay thicknesé?

A At this time I don't know exactly what pay thickness to
pay out a well is. It is my opinion that a well with five feet of
pay in good communication with this reservoir could effectively
drain 80 acres; pressure and energy well distributed, five feet of
pay could drain 80 acres and the pay thickness is not necessarily
relevant to the recoverable reserves.

Q dnd as I understand you, within the fairway portion of
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the Phillips lease it has approximately four per cent of the
remaining recoverable o0il under that tract?

A That is my opinion; yes. |

Q@ The Phillips New Mexico & well No. 1 will produce about
L.7 per cent of that reservoir?

A Yes.

MR. CHRISTY: That is all.

MR, UTZ: Any other questions? If not, the witness may
be excused.

| MR. CHRISTY: That is all we have. We would like to
offer in evidence Exhibits 4 through E, Tennesseet's A4 through E,
inclusive, |

MR. UTZ: Without objection Exhibit 4 through E will
be accepted.

MR, ANDERSON: R. M. Anderson, Sinclair 0il and Gas; we
have a closing statement. We have been active in this field from
the very beginning and May 16, 1957, we proposed flexible spacing
rules for this field. Tennessee Gas Transmission Company, at that
same hearing, proposed rigid rules which were subsequently adopted,
Sinclair then develoved under the rigid rules by drilling three
more producing wells and one dry hole, and leaving two undrilled
locations.,

Subsequently, on November 13, 1958, Sinclair supported the

retention of the rigid spacing rules, as we believed at that time
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that the field was in an advanced stage of development, and we
felt it was not proper to go in and change the development rules
after the development had occurred. Subsequently, on July 8, 1959
Sinclair formally objected to Samedan 0il Corporation's request fol
an exception to these same rigid spacing rules. We bélieve that
in granting this exception that has been asked for today, it will
probably result in eight or ten additional requests, and will, in
effect, nullify the rigid spacing rules we presently have in this
field. A4ccordingly, we wish to object to the Phillips application
as we feel that it would be in violation of Sinclair's correlati&e
rights and would result in the confiscation of invesﬁment in this
field. Thank you.

MR. FEDERICI: éill Federici, Shell 0il Company. I have
a statement. Shell 0il Company is opposed to the applicationlby
Phillips Petroleum Company to establish two non-standard profation
units, located in the south half of Section 25; Township 16 South,
Range 33 East, as well as for an unorthodox well l§cation in fhe
northwest corner of the southeast corner, Section 25, Township 16
South, Range 33 East.

With regard to the non-standard units, we believe any departuj
in governmental subdivisions as legal boundaries for oil pror#tion
units would set an undesirable precedent. Subsequent applications
for unorthodox proration units could lead to a most difficult

situation in providing for effective and impartial rules for

L

"e
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development of hydrocarbon accumulations. Surveillance of such
practices would tax the administrative capacity of the State
regulatory system far out of proportion to the possible benefits
that would follow from such action.

With regard to the unorthodox well location, we believe per-
mission to drill at this location would set a precedent for grant-
ing a number of exceptions around the periphery of the Kemnitz-
Wolfcamp reservoir limits, thereby wviolating the orders R-1011 and
R~-10114 which imply protection of correlative rights by the prin-
ciple of drainage and counter drainage. R-=1455, which denied an
appiication for a similar request for an unorthodox location in
the southeast corner of the southeast corner of Section 20, Town-
ship 16 South, Range 34 East.

R. UTZ: Are there other statements?
MR., PAYNE: We have received a communication ,from Forest
0il Corvoration which states as follows:

"Forest 0il Corporation objects to the application by Phillipg
for a non-standard proration unit and an unorthodox well location
as outlined in their letter to the Commission dated April 6, 1960.4

"Their letter™ refers to a letter from Phillips, I presume.

MR. UTZ: Any other statements?
MR. SPANN: I would like to make a brief statement. On
behalf of Phillips Petroleum Company, the applicant here, I would

like to point out that these rigid rules that were imposed are
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perhaps proper when you are considering the development of the

pool generally, but in every instance we are faced with a situation

like confronts Phillips in this case, and that is, you are arriving
at the exterior limits of the field and inequity results if these
rigid rules are not relaxed to take care of the situation that
confronts you on the exterior boundaries of the pool and certainly
if they are enforced, it means that the leasehold owners on the
fringes, and in this instance Phillips, will be deprived of their
fair share of the oil which lies under their acreage. Unfortunatel
these o0il pools don't follow section lines and govermmental sub-
divisions, and, therefore, it seems to me that the surveying or
staking of a unit, as we have done here, which generally conforms
to the best engineering information we have as to the pool and
results in the dedication of what appears to be the real productivd
acreage to this unit, it is onlj prover and shogld be recognized
by the Commission. But, in essence, the fact is here that Phillips
has, by everyone's admission, sufficient productive acreage to havs
two wells on the space in this field, producing, and we respect-
fully submit that under the statute of New Mexico, which requires
this Commission to recognize our rights to produce ffom our pro-
ductive acreage, we are entitled to two wells, producing wells, and
appropriate acreage dedicated to them.

MR, UTZ: Any other statements? Case will be taken

under advisement.

Y,
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