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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
January 3, 1963

EXAMINER HEARING

IN THE MATTER OF:
{Continued)
Application of Markham, Cone & Redfern for a
multiple completion, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an
order authorizing the multiple completion of its
Eubanks Well No. 3, located in Unit K, Section
14, Township 21 South, Range 37 East, Lea County,
New Mexico, in such a manner as to produce a
limited amount of gas from the Blinebry Gas Pool,
0il from the Blinebry Oil Pool and oil from each
of two pays in the Drinkard Pool. Separation of
the four zones would be achieved by means of
three packers.

CASE 2716

N Bt Nl Sl Vs N et Nt st Nt Mo Naveo o VetV Nt Vg

BEFORE: Daniel S. Nutter, Examiner

TRANSCRIPT OF PROCEEDINGS

MR. NUTTER: We will call next Case 2716.
MR. DURRETT: Application of Markham, Cone & Redfern
for a multiple completion, Lea County, New Mexico.
MR. WHITE: Charles White of Gilbert, White and Gilbert
Santa Fe, New Mexico, appearing on behalf of the Applicant. We
have one witness to be sworn at this time, Mr. Storm.
(Witness sworn,)
(Whereupon, Applicant's Exhibits
Nos. 1, 2 & 3 marked for identi-

fication.)

MR. WHITE: We only have one copy of Exhibit No. 3. We
have a small copy of the exhibit which is attached to the applica=-
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tion. It is not near as clear or complete as this one, It may
be difficult for the Examiner to follow this one.
L. O. STORM
called as a witness, having been first duly sworn on oath, testi-
fied as follows:
DIRECT EXAMINATION

BY MR. WHITE:

Q Mr. Storm, will you state your full name for the record,
please?

A Louis Cliver Storm.

Q By whom are you employed and in what capacity?

A I am employed by J. R. Cone, independent producer of

Lubbock, Texas, the operating partner in the Markham, Cone &
Redfern Eubanks No., 3. My position is engineer.
Q Have you previously testified before the New Mexico

0il Conservation Commission --

A I have.

Q -~ as an engineer?

A Yes, sir.

Q Have your qualifications been accepted?

A They have been,

Q Will you briefly state what the Applicant is seeking

in the subject application?
A The application is for a parallel tubing string dual

completion in the Drinkard and Blinebry Oil Pools of Lea County,
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New Mexico, reference Martin, Cone, Redfern Eubanks Well No. 3
located in Unit K of Section 14, Township 21 South, Range 37
East, NMPM,

Q To make the record clear, are you seeking a double
allowable for the Blinebry gas-oil pool?

A We are not. We are seeking single allowables for each
of the pays, the Drinkard pay and the Blinebry 0il Pool.

Q Would vyou refer to what's been marked Exhibit No. 1
and explain what that is intended to show?

A Exhibit No. 1 is a reproduction of a commercial map.

I cannot swear to the authenticity of all the information shown on
it.

Q From what source did you obtain the data that you
depicted there?

A The data that I have added in the green circle, the
green circles reflect what are designated as Blinebry and Terry-
Blinebry o0il wells taken from the January, 1963, New Mexico 0il
Conservation Commission oil proration schedule. The red circles
depict Blinebry Gas Pool wells taken from the December, 1962
Conservation Commission gas schedule for Lea County. Posted
adjacent to the green circles in red figures are the gas-oil
ratios noted for the Blinebry Oil Pool and Terry-Blinebry oil wellg

Q Would you mind stating what, if any, significance the
GOR's might have?

A I think they reflect a broad character in Blinebry oil




DEARNLEY-MEIER REPORTING SERVICE, Inc.

SANTA FE, N. M.

FARMINGTON, N. M,

ALBUQUERQUE, N, M,

PHONE 325-1182

PHONE 983.3971

PHONE 243 .6691

PAGE 5

completions, producing characteristics of the Blinebry wells and
Terry-Blinebry wells, with GOR's ranging from the mid 600's to
figures in excess of 70,000 cubic feet per barrel of oil. I think
it might be inferred that the excessive ratios result from
channeling perhaps behind the casing of the gas zone down into the
oil zone perforations, and then into the producing string.

Q Mr. Storm, will you briefly give the well history of ths
subject well, No. 37

A Markham, Cone and Redfern Eubanks Well No. 3 was
drilled in late 1952 to granite, total depth of 2775 feet. It
was completed initially at that time as an open oil Abo formation
producer. A year later, in December, 1953 -~ may I correct myself,
I think I said the initial completion was '53, it was December,
'52 in the Abo. A year later in the year 1953, the well was re-
completed in the main Drinkard pay and has produced from that
formation to the present time.

Q What is the well's present status?

A It is a single zone Drinkard producer with a capacity
of approximately 20 barrels of o0il per day.

Q Will you refer to what's been marked Exhibit 2 and
explain what that is intended fo show; and in so doing, where you
can, refer to Exhibit 3 and give a further explanation of your
testimony.

A If the Commission please, I will discuss Exhibit 2,

which was prepared by me, starting from the bottom of the well up.
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At the time the well was recompleted from the Abo to the Drinkard,
a production retainer was set at 6732 feet, The Drinkard was
perforated and brought in production, The tubing was then landed
into the production retainer with a check valve; and above the
check a sleeve in the open position in order to admit the Drinkard
production to the tubing, the check valve serving to block off
the Abo production.

The interval shown as now open to Drinkard production
is equivalent to that in most of the wells in the area. However,
in the past year with the completion work in the Upper Drinkard,
which is signified on Exhibit 2 as the proposed perforated inter=-
val, 6448 to 6500 has been opened in four wells immediately
adjacent to the north of the Eubanks lease. Very high fracturing
pressures were required to establish production from this Upper
Drinkard zoﬁe, and in one well virtually bottom hole pressure
was recorded of approximately 2650 pounds.

The old-producing pay, we do not have bottom hole
pressures on the Eubanks No. 3 but based on the shut-in pressures
of wells in the area, we estimate the formation pressure between
800 and 1,000 pounds, We feel that it would be poor production
practice to open the Upper Drinkard zone and arbitrarily permit
it to mix with the partially depleted main pay, based on the
pressure differential which could approach 1800 pounds.

Therefore, we intend to install a production retainer

between the two Drinkard sets of perforations with a sleeve above
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the retainer to admit the upper zone production, and a standing
valve with check installed below the packer to hold the high
pressure production from the upper zone from equalizing downward.
In other words, if this technique is suceessful insofar as the
Drinkard is concerned, at least in the initial life of the -~ pro=
ducing life of the upper zone, the production will be primarily
from the upper zone until the pressures equalize. Then the check
valve will open itself and both zones will be produced. One allow~
able is asked for each zone,
We are attempting to hold the old zone because it
does have producing ability. The wells to the north of us, which
have been recompleted, were essentially depleted in the main zone
and abandoned before the Upper Drinkard was reopened and recom=-
pleted.
Q Will this type of installation in the Drinkard conserve
the reservoir installation, in your opinion?
A If we can make the mechanical duals work, it would,

This is all we hope to achieve for the Drinkard formation by the
packer, the sleeve and valve depicted in the lower part of the
drawing. Moving upward, naturally separation must be provided
for the Blinebry formation and the Drinkard formation. Therefore,
we plan to install another production retainer at approximately
6320 feet to achieve that separation, I think before I go too
far, I should mention that the production retainer now installed

in the well at 6732 feet, we plan to block with what is known as
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an expendable plug. This plug can be moved mechanically by
pushing it out, it can be pumped out hydraulically, This tube
will be tested by packer to determine it is not leaking before
any additional work is done on the well, any perforating or any
testing. This will be the first step that we will undertake.

Q I don't want to interfere with your trend of thought,
but the operation will be, you'll go in and kill the well, is

that correct?

A Correct.

Q Will you use a cement bond log or anything of that
hature?

A We anticipate initially running both a bond log and a

gamma ray neutron log to try to determine the effectiveness of the
initial primary cement job between the 5-1/2 production casing and,
of course, from the gamma ray neutron, gain additional information
for perforating control in the Drinkard and the Blinebry.

Q Now continue with the Blinebry, please.

A The interval shown between 5705 and 5790 is the approx=-
imate stratigraphic equivalent open in the wells surrounding the
Markham, Cone and Redfern Eubanks lease, and open in Eubanks Well
No. 4, which well was completed approximately three years ago as
a parallel string Blinebry o0il Drinkard producer. In addition to
the 0il zones perforations, we contemplated a few perforations
opposite the Blinebry gas section for two very particular reasons.

The Commission is as aware as the operator that the technique as
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completed, as we have presented here, is fraught with some nega=-
tive possibilities, If there is any question from the bond log,
we anticipate squeeze cementing opposite the Blinebry and/or the
Drinkard to try to assure good bond outside of the casing before
any of the Upper Drinkard or Blinebry section is opened. If the
squeeze cementing is not necessary, we would hope to establish
whether communication is present between the Blinebry gas and
Blinebry o0il perforations by packer and pump test before the
fracture treatment of those zones is committed. If communication
is present, we will attempt to squeeze and eliminate it before
we fracture any of these pays.

The purpose of the Blinebry gas perforations would be
to permit entry through a porfed tool of a limited quantity of gas
so that we can achieve Blinebry o0il production at or near the
limiting gas~oil ratio of 6,000 to one, which applies to the
Blinebry 0il Pool.

Of course, separation of the Blinebry oil and gas zones
would be achieved by a retrievable packer set at 5675 feet. We're
interested in this technique from the standpoint of the performance
of Eubanks Well No. 4, which well to November -~ well, to this
date has produced approximately 50,000 barrels of o0il. The
current gas-oil ratio is in the wvicinity of 1600, It started in
the mid 600's, An operator producing that much oil, say, with a
GOR of 5,000 could realize appreciable added revenue in the opera-

tion of his lease. We would hope that if this technique is approve

d
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by the Commission that we can apply it similarly to the other
wells on the lease in their overhaul; and if we were not permitted
to withdraw some oil from the gas zone, then all four wells will
be recompleted as Blinebry oil wells.

We believe that we would be protecting our correlative
rights to a part of that gas production to the gas wells surround-
ing the lease,

Q In other words, rather than have your production gov=-
erned by your GOR's, you are asking to be permitted to produce
the o0il and the gas by mechanical control, is that correct?

A IN1 answer the first part of your question as no,
Counsel, We would be controlled by the GOR as specified in the
regulation and by liquid gravity of the production; those would
be the overriding controls of our Blinebry production. We could
go in and open all the Blinebry section, put the well on produc-
tion and then take what the regulations would permit, based on
the characteristics of the production; but if we can achieve the
kind of separation that appears to exist in our Well No. 4 by
overhaul, we believe we can produce the gas-o0il ratio below
6,000, tnat we will not be infringing on correlative rights, that
we will be protecting our right to withdraw a little of the gas
cap and return maximum revenue to the operator,and the industry
is certainly interested in that,

Q Would you say that this is an installation to meet your

offset obligations to these zones?
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A I didn't understand your question.

Q In other words, would you say that this is an installa=-
tion to meet your offset obligations to these zones?

A In a large part, yes., The Eubanks lease is surrounded
on the == totally surrounded on the west, north and east by
Blinebry oil wells, and by one Blinebry gas well on the south,

In this recompletion, we would be meeting offset obligations
drilled in both the Drinkard and Blinebry that now exist against
that 40-acre Unit,

Q Will you refer again to Exhibit 2 and state what your
casing and cementing program is and will be contemplated to be?

A Well, the top of the schematic drawing shows 13-~3/8
was cemented at 249 feet with 200 sacks. The cement circulated
to the surface in the annular space. 8-5/8 was cemented at 2857
feet with 1600 sacks cement; circulation was obtained. 5=1/2
casing was swung off bottom at 6852 with 600 sacks, Temperature
survey was not run at the time. We would only have to guesstimate
the cement top, and it's probably within the viecinity of 2500 to
3,000 feet above the shoe of the 5=1/2 inch casing. This is one
of ﬁhe reasons we want to run a bond log to see where we stand
on our. initial casing before we undertake any further remedial
work on the well. Because we are dealing with 5-1/2 inch casing,
we contemplate using both short and long tubing string, the deep
string to be full opening to its total depth.

Q Will you refer now to Exhibit 3 and explain that to the
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Examiner?

A Exhibit 3 is a reproduction of that portion of the
initial electrical survey run on the well in 1952, covering the
Blinebry, Tubb, Drinkard and Upper Abo formations in the Eubanks
Well No. 3. Depicted on it are the approximate intervals that we
would propose to open in the Drinkard and Blinebry zones in re=-
completing the well, The mechanical information relative to
packers and so forth is not shown on this log.

Q Mr. Storm, would you give the crude characteristics?

A I can, relative the Blinebry production on the Markham,
Cone and Redfern Eubanks No. 4, The 0il zone in Well No. 4 pro=-
duces liquid gravity of approximately 39 degrees API, very minor
amount of water which appears to be typical of Blinebry oil wells
in the area. You will note from Exhibit 1 that also on the
Eubanks lease, Well No. 1 produces from the Blinebry gas zone.
No. 1 is a Drinkard oil=Blinebry gas dual effected in about May of
1952, I1f and when No. 3 is completed in the Blinebry formation,
40 acres of the area now dedicated to No. 1 will be removed from
the area allocated to No. l.

The liquid produced by No. 1 is a true condensate;
at the high pressure separator it will run approximately 70 to 72
gravity and is water clear.

Q Do you anticipate any paraffine problems?

A We do., We have had them in both the Drinkard and

Blinebry production on the lease; and in an effort to eliminate thdg
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problem, we contemplate on the parallel strings of tubing, the
top 2500 feet of each string will be internally plastic coated.
The bore of the wellhead will be plastic coated, and both flow
lines to the separators will be plastic coated internally.

Q Do you believe that to be a satisfactory method of
caring for this problem?

A For the money expended, we hope so,

Q Would you mind stating what economic advantages you
seek to obtain by this type of completion?

A Well, I've touched on it with respect to the Blinebry,
and putting much weight on the performance history of Eubanks
Well No. 4., As I have said, it has produced approximately 50,000
barrels of oil, The average gas=-0il ratio over that 50,000 has
been less than 1,000 cubic feet of gas per barrel. Had that been
produced with an average ratio of say 5,000 cubic feet of gas
per barrel, the revenue would have exceeded $12,000 to the opera=-
tor, gross revenue before royalties and taxes.

Q Were these exhibits prepared by you or under your direcH
tion?

A Exhibits 1 and 2,and 3 all were prepared by me. As
you are aware, they are reproductions in the case of 1 and 3.

Q Do you find them to be true and accurate to the best
of your knowledge and estimation?

A To the best of my knowledge, they are.

Q Does that conclude your testimony?




DEARNLEY-MEIER REPORTING SERVICE, Inc.

SANTA FE, N. M.
PHONE 983.3971

FARMINGTON, N. M,

ALBUQUERQUE, N. M.

PHONE 325.1182

PHONE 243.6691

PAGE 14

A I might make this observation, that if in the fractur=~
ing and treatment work against the Blinebry section, we are unable
to achieve a well similar to Eubanks Well No. 4, we would ~=- those
zones will be produced as per the existing Blinebry regulations.,
We would probably not even open the sleeve that is provided in
the stub string, the Blinebry string above the top packer. We
would watch the performance of the well if that sleeve were opened
in order to maintain the ratio between the 6,000 limiting ratio.
We would observe the ported tube that would be inserted in the
sleeve.

Q One other question I have., What acreage do you intend
to dedicate to the Blinebry gas in the event this is a success-
ful installation?

A If this were successful, only the west 80 acres would
be dedicated to the Blinebry gas zone in Well No. 1.

MR. WHITE: At this time we offer the exhibits,

MR. NUTTER: Applicant's Exhibits 1 through 3 will be

admitted in evidence,

(Whereupon, Applicant's Exhibits
Nos. 1 through 3 admitted in
evidence.) '

MR. WHITE: That concludes our testimony on direct.

MR. NUTTER: Does anyone have any questions of Mr. Storn~

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Storm, first of all, down here, this standing valve
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assembly that you have at 6620 is designed to seal off the lower
zone from the upper zone until such time as the pressures in the
two zones have equalized, is that correct?

A This would be a simple standing valve which would seat
down. In other words, if the excess pressure were above the
standing valve, the valve would seat down and if ==~ you'll under=-
stand 1 have said many "if's" in this thing, as you can see,
they're possible -~ if we can develop from the Upper Drinkard
production comparable to that on the offset leases, we will have
a reservoir with about 1800 pounds, with higher pressure in the
section of the Drinkard than that now open., This is the reason
for the standing valve, to permit just uncontrolled equalization

of pressures within the over-all Drinkard reservoir.

Q The present Drinkard perforations, are they flowing?

A Yes, sir.

Q And the new Drinkard perforations presumably would also
flow?

A So far as I know, those wells that have opened the

Upper Drinkard are all flowing. They are top allowable and that

has generated an interest on our part.

Q How do the GOR's run?

A On the new zone?

Q On both zones.

A I would have to refer to the proration schedule rather

than my memory, Mr. Nutter. They are above the 2,000 limiting
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ratio insofar as the old producing pay is concerned, I think in
all wells in the vicinity. However, it is high enough in our
No. 3 that until about now we have taken a penalty. The well
has about reached the stage where penalty would not affect its
production appreciably. The upper zone production I dont't think
is old enough for me to make any statements on its performance
ratio~wise, They have been below and a little above 2,000, the
few wells that have been successful in establishing production
from the Upper Drinkard section,

Q Now coming up the hole, I see that you have PSI Model
S~3 side door with a separation sleeve at 5665 for annular un-
loading and controlled gas entry., Would that mean that the gas
from the proposed new Upper Blinebry perforations would have
controlled entry into the Blinebry tubing string?

A Let me explain, Mr. Nutter. That PSI means Pressure
Surveys, Inc., the manufacturer of this sleeve. They build three,
S-1, S=2, S-3, the internal bores being graduated for multiple
applications in jobs similar to this. The S-3 has the largest
internal bore., If the sleeve should leak, an insert can be
installed in it to absolutely block it off, or in this insert
a ported entry can be provided, all this done by wire line,

Now, depending on the performance of the Blinebry zone,
I would want.fhe Commission to understand that we would test ex-
tensively the o0il zone before we would open this sleeve in the

Blinebry tubing string. We would want to know the ratio of
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performance of that oil zone, that it was in order.

Q Now the controlled gas entry is into the tubing string,
is that correct?

A Into the tubing string, our feeling being that from a
production practice standpoint, better to keep any liquids that
might accumulate in there unloaded from the bottom, from above
that packer,

Q What actual control do you have on the rate of gas
entry into that tubing string?

A That would be empirical, trial and error until the pro-
ducing, by production test at the top of the ground until we came
up with the ratio that was within the regulations.

Q What variety of ports do you have available, just those

three, the S-1, 2, and 37

A You mean with the Garrett sleeve?
Q Yes,
A Well, the PSI sleeve as such is similar, but it will

receive inside of it another sleeve that is wire line retrievable
that may or may not be ported, a side door choke arrangement, if
you chose.

Q What assurance would the Commission have,if an operator
were to make an installation such as this, that the well would be
produced with the same sleeve or the same port that it was tested
at?

A None., I think the Commission would be interested
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primarily in the correct liquid gravity, next to gas~oil ratios
that were below the 6,000 limiting ratio. We might put a port

in there, say a quarter-inch in diameter, and start out with a
5,000 ratio; and in six months it goes to 7,000, I would pull then
and put a smaller port in it to depress the producing ratio
something below the 6,000, This could be reported to the Commissi
whenever any change is made.

Q The Blinebry rules, Mr, Storm, provide that Blinebry
gas production from the gas well go through two-stage separation.
In effect, this would be gas from the Blinebry Gas Pool. Would
this casinghead gas be going through two-stage separation?

A I think it would be considered casinghead and would
be going through the single stage, the current installation on
the lease for Blinebry wells.

Q On the Eubank lease you are selling gas. What does
that gas bring insofar as MCF price is concerned?

A I can't say exactly, in the amount of $90,00 a million
after the recovery for the gasoline plant is applied to the price.

Q What is your casinghead?

A It would approximate $70.00 to the million under the
same terms.

Q You said that the No. 4 Eubank had started out with a
GOR of about 600 to one?

A Before 1 answer your question, may I confer with

Counsel? I think we can answer your question better, Mr. Nutter,




DEARNLEY-MEIER REPORTING SERVICE, Inc.

SANTA FE, N. M.
PHONE 983.3971

FARMINGTON, N, M,

ALBUQUERQUE, N. M.

PHONE 325.1182

PHONE 243.6691

PAGE 19

with a graph that I have prepared. We don't know it would have

any particular value in the case.

(Whereupon, Applicant's Exhibit
No. 4 marked for identification.)

MR. WHITE: You want to explain Exhibit 47?

A Exhibit No. 4 merely depicts the producing gas~oil
ratio versﬁs cumulative production on Markham, Cone and Redfern
Eubanks 4 from the initial completion in January, 1960 to approx=
imately November, Cctober 21, 1962, The Commission will note that
until the cumulative production of approximately 30,000 barrels
had been reached, the average ratio was below the 1,000 cubic feet
of gas per barrel. These data are taken from the semi-annual
tests required by the Commission and from the packer leakage
tests. We consider our No, 4 an outstanding Blinebry oil well.

Q (By Mr. Nutter) These test ratios are taken from
sales against accumulated production?

A I think in most cases they were taken on our own
meters rather than the purchasing company's meters. Does this
answer your question?

Q Yes.

A I would have to go back and double check. I'm sure we
have both types, where 1 took visual readings from the purchaser's
meters. I know the majority are taken from our own test meter.

MR. NUTTER: Are there any other questions of Mr. Stormi

Mr, Kastler.
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BY MR. KASTLER:

Q By submitting this proposal, would this in effect allow
you to take a greater amount of either the Blinebry oil or the
Blinebry gas than you would otherwise realize under the allowablesp

A I think the answer would be yes, assuming that we can
achieve an entirely satisfactory recompletion, and by that I use
once again our Eubanks Well No. 4 as a model.

Q You believe that correlative rights would be protected
thereby, at least until the other operators were forced to make
similar completions?

A I wouldn't use the word "forced"., If the Commission
would choose to recognize this sort of thing on an administrative
procedure, I think any operator would then have the right to apply
for it and undertake it if they wanted to go to this much trouble

and expense.

Q- How much expense is involved, approximately?

A Additional expense?

Q Yes.

A In mechanical equipment alone, something over $2,000

on the downhole packer, standing valve, and PSI sleeve for the
stub string.

= Q Isn't it also true that a number of operators don't
find themselves in this advantageous position that you do presentl:
in regard to the Blinebry zone, wherein they are able to complete

both by mechanical completion as requlated flows of gas and oil
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in the Blinebry gas and Blinebry o0il?

A I would have to agree that not everybody would be in
the advantageous position of Eubanks No. 4. The two Shell
wells immediately to the north on the Smith tract have gas-oil
ratios in the 600's, These are fairly recent recompletions,
they are parallel string Blinebry oil-Upper Drinkard, the Upper
Drinkard zone that I have been discussing here, recompletions.,
Moran Producing and Drilling Company has recently completed two
wells north of the Eubanks lease., These appear to be fairly
normal gas-oil ratios, in the vicinity of 1600, If you check =--~
I didn't pretend to present all Blinebry oil wells on this plat.
Those just in the general vicinity of the Eubanks lease. As I
said, the ratios run the gamut, and I think this is a reflection
of the luck and absence of control that an operator may have been
able to maintain during his recompletion operation, |

Q Is it possible that having made this completion, your
well might turn either to a whole 0il well or whole gas well as
to the Blinebry zone?

A Certainly, no doubt. We have such a well that has
eaten both the Commission and our lunch and is now sitting shut-in
We opened it and fracked it and shut it in and went home. It is
now offset., I think the explanation is obvious; it channeled
behind the pipe back into the gas section. Luck will be involved,
there is no question. If it doesn't work, then what we're asking

for here is dead. We won't even attempt to operate.
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Q How do you distinguish this from a very near approach,
if it's not in itself a very close approach to dual dedication of
acreage? You stated at the outset that you did not intend any
dual dedication of acreage?

A Not relative to the Blinebry or the Drinkard. To my
knowledge, there's nothing in the Commission regulations relating
to the Blinebry, the Terry-Blinebry or Blinebry Oil Pools that
would deny Markham, Cone and Redfern the right to go in and
perforate the entire Blinebry section, which in gross interval
approximates 300 feet, treat the well, put it on production and
go home. The liquid and ratio characteristics resulting would
control the well, There are wells in the vicinity of the Eubanks
lease with GOR's that are well above the 6,000 limiting ratio.

On this basis, I think that those operators are obtaining from
the gas zone their share of the gas cap., If Markham, Cone and
Redfern, as I have said before,overhauled all four wells on the
lease, disregarded the gas zone, and were successful in develop-
ing wells similar to Eubanks No, 4, I think we could demonstrate
that we were getting no drainage whatever from the gas section
and that we would be surrendering our part of those reserves to
the gas wells that are producing from it and the o0il wells of
excessive ratios,

Q Are you familiar with Rule 30 of Order R-1670 of the
Blinebry Gas Pool rules, which expressly prohibits dual dedication

of acreage?
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A All right.

Q And are you further familiar with the fact that hereto-~
fore no operator in the combined or associated pool has attempted
to or made any dual dedications?

A With Mr. Nutter's permission, I can answer that ques-
tion. There's one dual completion in the Blinebry oil and

Blinebry gas pools with dual dedication of acreage and two allow-

ables.
Q When was it established?
A Prior to the regqulations, This is an old well. Not

in this area. I think it can be argued whether our approach to
Blinebry is or is not dual completion. If I eliminate the top
packer, it is not a dual, and I can probably withdraw more qgas
than I planned to withdraw here.

Q Wouldn't that be more advantageous for you than
realizing a gas well?

A I don't think so because using, for example, J. R.
Cone Anderson Well No. 1, which is located in Unit I of Section
21, 21, 37, I alluded to this well earlier, where we had gone
in and just perforated opposite the oil zone, the same stratigra-
phic equivalent as proposed here, treated it and went home; and
we have a well that alternately crosses between the oil and the
gas borderline and is now offset by two of Continental's recom-
pletions that appear to be fairly normal Blinebry oil wells.

The ratios are less than 6,000,
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MR. PORTER: You indicated that the well alternated

between the oil and gas well; is this based on the ratio?

A It produces 40 gravity liquid, but the ratio is beyond
the regulations and so on, After the -- three or four months
after we have been ordered to be shut-in, we open it,and it has
been a headache to us, and right now it has been shut-in. Unless
Mr. Cone takes a different position, it will stay that way.

MR. KASTLER: Those are the only questions I have now,
MR. NUTTER: Are there any other questions of Mr.
Storm?
MR. WHITE: I would like to ask -~
MR. NUTTER: Mr. White.
REDIRECT EXAMINATION

BY MR. WHITE:

Q Mr. Kastler states that, is it not possible that some
of the other producers in this pool may not be quite as fortunate,
but isn't it true with any drilling operation or production in
any pool, some operators can produce more than other wells in
the pool; and is he not in fact asking that if another operator
can't produce as much as you can, you shouldn't be allowed to
do it? Take a well that is out on the edge of the pool, it can't
produce its full allowable. He, in essence, is saying that the
operator who can produce a full allowable be not allowed to do
so. Are you not actually saying that if it's possible by mechanic

means you would be able to produce the Blinebry oil production

b1
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near the limiting gas-oil ratio of 6,000 to one, you would like
the right to do it by mechanical means?

MR. DURRETT: 1Is that a question?

MR, WHITE: Yes, sir.

A I think in answer to the first part of Mr. White's

question we would have to say many things influence character
or caliber of a completed well, where the reservoir character=-
istics, luck certainly is involved, technique, and how the mechan-
ical tools stand up that we try to apply to a job. I wouldn't
condemn any operator's procedures or techniques. This area was
drilled primarily some -~ over the last ten to fifteen years.
I think generally the techniques were not the best, certainly
they are getting better with the passage of time. We might come
up with a better well., I underline the word "might", If we
do, we would like to operate it under the conditions as presented
in our application,

I would hope that we don't come up with a Cone Anderson
No. 1, and there are many others, as the Commission is aware, in
the general area, that have had to be reclassed as gas wells
because the ratios went up like a balloon.

MR. WHITE: That concludes our testimony. At this
time we would like to offer Exhibit No. 4.

MR. NUTTER: Applicant's Exhibit No., 4 will be admitted
in evidence.

(Whereupon, Applicant's Exhibit
No. 4 admitted in evidence.)
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MR. NUTTER: Any further questions? He may be excused.
(Witness excused.)

MR. NUTTER: Do you have anything further, Mr. White?

MR. WHITE: If the Examiner please, on behalf of Ma:ian
0il Producing and Drilling Corporation, which is an offset operato
to the/Applicant, I'm authorized to state that they concur in the
matters sought by the application.

MR. NUTTER: Does anyone have anything further they
wish to offer in Case 2716? Mr. Kastler.

MR. KASTLER: I have a statement to read. I want to
say at the outset that we came here prepared to oppose the appli-
cation, on the grounds that in our opinion we believed it would
constitute dual dedication. I believe that point is still perti~-
nent and therefore I would like to read my statement.

Gulf Oil Corporation, the owner of acreage offsetting
the Applicant's, objects to this application insofar as it applies
to simultaneous completions in the Blinebry Gas and Blinebry 0Oil
Pools, We object on the grounds that we believe this constitutes
dual completion, dual dedication, which is expressly prohibited
by Rule 30 of 1670 of Blinebry Gas Pool rules. In good faith, in
compliance with this principle, Gulf has in completing Blinebry
0il wells, actually reduced its Blinebry gas units by 880 acres,
rededicating this production to oil wells only. We believe that
dual dedication violates correlative rights and that any failure

to control an operator is inequitable and unfair.
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MR. NUTTER: Thank you. Anyone have anything further?
Any other statements?

MR. DURRETT: I have another statement I would like to
read at this time, in case Mr. White would like to comment. It
is a communication in the form of a telegram received from
Amerada Petroleum Corporation, received by the Commission on the
2nd of January, reading in its entirety as follows:

"Reference Case 2716 set for January 3. We understand
Applicant will request one allowable only from each of the Blinebr
and Drinkard formations, to which we have no objection. We do
object to a separate gas and oil allowable from the Blinebry and
two o0il allowables from the Drinkard, if this is the Applicant's
intention and our understanding is incorrect.," That's signed,
indicated signed by R. S. Cristy for Amerada Petroleum Corporation

MR. WHITE: We have already stated as to what allow~
ables. |

MR. NUTTER: Do you have anything further?

MR. WHITE: That's all.

MR. NUTTER: If nothing further.in Case 2716, we will
take the case under advisement and the hearing is adjourned.

(Whereupon, the hearing was adjourned.)

* X ¥ ¥
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; >

I, ADA DEARNLEY, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Proceedings before the New
Mexico Oil Conservation Commission was reported by me; and that

the same is a true and correct record of the said proceedings to

the best of my knowledge, skill and ability.

WITNESS my Hand and Seal this 22nd day of January, 1963
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
December 6, 1962

EXAMINER HEARING
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IN THE MATTER OF:

Application of Markham, Cone & Redfern for a
multiple completion, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an
order authorizing the multiple completion of
its Eubanks Well No. 3, located in Unit K,
Section 14, Township 21 Scuth, Range 37 East,
Lea County, New Mexico, in such a manner as
to produce a limited amount of gas from the
Blinebry Gas Pool, 0il from the Blinebry Oil
Pool and oil from each of two pays in the
Drinkard Pcol. Separation of the four zones
would be achieved by means of thres packers.
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BEFORE: Daniel S. Nutter, Examiner
TRANSCRIPT OF HEARING

MR. NUTTER: Call 2716,

MR. DURRETT: Application of Markham, Cone & Redfern
for a multiple completion, Lea County, New Mexico. If the Examine
please, the Commission has in its file a letter received November
29th. I would like to read this letter into the record at this
time.

The letter reads as follows: "Dear Mr. Nutter: This
will confirm our telephons conversation of this date relative the
captioned matter. We shall appreciate postponement of Caée 271¢

from Docket 36-62 set for December 6, 1962, to the last Examiner

r

Hearing Docket for January, 1963." Signed, J. L. Cone by L. C,




