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MR. QUINTANA: We'll call next
Case 8636,

MR. TAYLOR: The application of
Benson-Montin~Greer Drilling Corp. for compulsory pooling
and an unorthodox well location, Rio Arriba County, New Mex-~
ico.

MR. CARR: May it please the
Examiner, my name is William P, Carr, with the law firm
Campbell and Black, P, A., of Santa Pe, appearing on behalf
of Benson-Montin-Graer Corporation.

I have one witness who needs to
be sworn.,

MR. QUINTANA: Are there any
other appearances in the case?

If not, sir, will you stand and

he sworn in at this time?

{(Withess sworn.}

RLBERT R. GREER,

being called as a witness and being duly sworn upon his

nath, testified as followa, to-wit:
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DIRECT EXAMINATION

BY MR. CARR:

Q Will vou state your full name and place
of residence?

A Albert R. Greer, Parmington, New Mexico.

0 Mr. Greer, by whom are you employed and
in what capacity?

A Benson-Montin-Grear Drilling Corp. I'm
the engineer and also President of the corporation.

0 Have you previously testified before this
Division and had your credentials accepted and made a matter
of record?

A Yes, sir.

Q Were you qualified at that time as a pet-~
roleum engineer?

a Yes, sir.

Q Are you familiar with the application

filed in this case on behalf of Benson-Montin~Greer Drilling

Corporation?

A Yes, sir.

Q And are you familiar with the subject
area?

A Yes, sir.

MR. CARR: We tender Mr. Greer

as an expert witness in petroleum engineering.
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MR. QUINTANA: He's considered
an expert witness.
You may proceed.

Q Mr. Creer, will you briefly state what is
being sought in this case?

A Yes, sir, ¥ve dasire to drill a well on a
standard proration unit in the West Puerto Chliquito Mancos
Pool, of which the working interests are owned by parties
who have committed their interest to the Canada Ojitos Unit
Agreements, with the exception of one party, Mountain States
Natural Gas Corporation, who we have been unable to success~-
fully communicate, and accordingly we need the forced pool-
ing order in corder to proceed with drilling of the well.

) Are you also seeking approval of an unor-
thodox location for the well on the spacing unit?

A Yes, sir.

Q Wwould you please refer Lo what has been
marked as Benson-Montin-Greer Exhibit Number One and refer
to the first map following Tab A in that exhibit, identify
this, and review it for Mr. Quintana?

A This plat is an orientation plat. it
shows both the East and West Puerto Chiguito Pools and the
outline of the Canada Qiitos Unit within the West Puarto
Chiguito Mancos Pool.

The West Puerto Chiquito Mancos Pool is
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outlined in yellow.

The Canada Ojitos Unit is outlined in

A north/south green line on the wast side
of the unit divides the Canada Qjitos Unit between the par-
ticipating area on the east and the Third Expansion Area
which has not yet been brought into participation on the
wast, and 1in the weast area, which {s the Third Expansion
Area, 1is located the proration unit on which we would like
to drill a well in Section 2%, Township 25 North, Range 1

West. That section is colored in red on this plat.

Q Is the proposed well also indicated on
this plat?
A Yes, sir. Shown on Section 29 is the lo-~

cation of the proposed well.

Q And what is the spacling for the Puerto
Chiquito Mancos Pool?

A 640 acres.

Q Would vou now go to the next exhibit in
the ~~ next page in Exhibit One and identify that and review
that, please?

A The second plat on -~ under Section A is
a type log which identifies the -- or on which is identified
the vertical limits of the West Puerto Chiquito Mancos Pool.

Namely, it's the Niobrara member of the Mancos formation.
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Also we show here, or can be seen here,
that the zones which are unitized within the ®est Puerto
Chiquito Mancos Pool in the Canada 0Ojitos Unit, includes at
a mipimum the Niobrara member, the Carlile member, and the
Greenhorn member of the Mancos formation, so the unitized
portion as to the working interest, includes more than the
vertical limits of the pool.

Q And would you tell]l the IExaminer exactly
the interval which you are seeking be force pooled in this
case?

A Yes, sir, it's the Niobrara member of the
Mancos, which is -~ comprises the vertical limits of the
West Puerto Chiquito Mancos Pocl.,

Q And it's depicted on this cross section.

A And it's shown on that cross section.

MR, CARR: Mr., Quintana, when
the application was filed, it was filed seeking an order
pooling all interests from the surface to the base of the
Mancos.

wWe would like to amend that ap-
plication to include only the Niobrara member at this time,
as shown on this page of Exhibit Number One,.

A As shown on this cross section for the
log on the lefthand side, identified as Bolack-Greer No. 1

Bolack =~
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MR, QUINTANA: Prom the depth
of 6968 to the depth of 786572
A That is correct. Now these vertical
limits, of course, are set out in other orders of the Com-
mission in years past, We include them here, of course,
just for complateness of the record.
Q And this is the propoged objective in the
well which you plan to drill.
A Yes, sir.
0 Would you now go to the first plat after
Tab B in Exhibit Number One, identify that, and review it,
please?
A This plat is a plat of Exhibit A of the
Third Expansion Area of the Canada Cjitos Unit. 1It's a land
plat which shows the tract numbers and the lease numbers of
the leases under the proposed unit.
The proposed spacing unit, Section 29 in
25 MHorth, 1 4est, is outlined by a red dashed line andg
colored on that is the one tract which we have been unable
to obtain commitment to drilling the well. That's the
northeast quarter of the southeast quarter of Section 29.
That's a Pederal lease, KM 03747, shown on the records to be
owned by Mountain States Natural Gas Company.
All of the rest of the leases, the num~

bers of the other lesases within the unit, have committed
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their interest to the unit agreement and have agreesd Lo
drill a well.

Q Mr. Greer, would you now go to the first
page following Tab € in Exhibit One and review the figures
set forth on that portion of the exhibit?

A This shows the ownership, working inter-
est ownership of the well which would be to the Canada 0ji-
tos Unit Committed Working Interests, 96,875 psrcent, and
Mountain States Natural Gas, 3.125 percent.

Q And so the 96.87% percent is voluntarily

committed to the proposed well,

A Yes, sir.
Q Would you go to the next page, please?
A The next two pages are a memo from Schutz

Abstract Company, which we requested to determine what the
Paderal records showed ownership to be of some of the
tracts.

This particular tract is shown on the
sacond sheet. It's identified as Page S of the Schutz Ab-
stract Company note of March 6, 1984, in which for Lease NM
03747, ownership is shown to be Mountain States Natural Gas
Corp., one~half, and other parties, the remainder of the
other parties have joined their interest to the unit.

4] %ill you go to the next page?

A The next pade, or next three pages, four




10
1
12
13
14
15
16
17
18
19
20

21

23
24

25

1@
pages, colored in yellow, is a copy of the letter dated May
14th, 1985, which was sent to sountaﬁn States Natural Gas
Corporation inviting them for about the tenth time to doin
the Canada 0jitos Unit, or in this instance in the alterna-
tive to join in drilling of the well in Section 29.
Q Following that you have a copy of the re-

ceipt showing the letter was in fact received by Mountain

States?
A Yes, sir.
Q And then the next page, the green page?
A The green page is Mountain States' re-

sponse, which, incidentally, this is the only response we
have received from Mcountain States Natural Gas Corp. in the
last four or five years to any of our correspondence, and
this is a wire which says simply, "Mountain States Natural
Gas Corp. accepts your proposal in principal. Signed agree-
ments will follow.™

Now this we received a little over a
month ago and since that time we have received no agree~
ments. We've been unable to contact them by talephone.

Q Mr. Greer, 1'd like to go out of order
for a moment and ask you to just identify what has been mar-~
¥ed as Benson~Montin-Greer Exhibit Number Two.

A This is a letter from our attorney to

Mountain States Natural Gas Corp. advising them of the ap~-
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S Yers, r.

- Weowld  you now refer o the  navit pago,
which iooks lixe & portion of an operating agresmant,

M ;o 8ir, this 15 & part of the dosrating
saraamont for the Canade Glitos Unit which is dated March
T 12m1,  asnd it sets oab ths overhead charges 3% of  that
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] And what ace the figures as set out  for
aoverhoead  and  sdministracive conts for a drilling wall  and
alan & producing well if, in fack, this is a producer?

2 The carrent rat2s ars shows on the next
Dags, which»are the rates zhown on the operating agreement
adiusted {ar the annual inflation or daflation factors.

Currently for g drilling wall are chargs
i3 $2200 a month: producing well, 539%5,99,

e And ara these figuresz in line with other
wells, charges fér other walls in the area?

2 You, sir.

Q2 And do you recomeend that thessz  figures
bee  incorperated  into any order which results from troday's

hearing?

2 Yes, sir, T would.
O Ara you preparad to make a recommendation

to the RExaminer as to the risk penalty that should be asgsses-~
sed against Mountain States Lf thay do not participate?

A well, our operating agreesnent calls for sz
300 parcent nonconsent provision, which I think egquatess o
what the Division c¢nonsiders a 200 percent penalty, and I
would recommend that.

0 Unon what do you base this risk penalty
recompendation?

LY Well, the formation that's being drilled

ILLEGIBLE
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is a fractured {formation. The well productivities vary
drastically and erratically from point o paint. It's im-
possible bto predigy ahead of time the Xind 2f 5 well *that

will raesult,
O in your opinicon i it nozsible that the

sroposed well could turn our 6ot to bHe 4 commercial zuccess?

0 Doas Bauson-Montin-Greer Drilling Coroor-
ation seek to ke designrated operator of the propozed well?

A ¥Yog, sir.

0 Would you pleass refer tn what hag heen
marked az Benson-Montin-Grasr Exhibit Number Threes and iden~-
t1fy that, please, for Mr, Quintana?

A Thiz {8 & survey plat showing the loca-
tion of tha -+ the proposaed locstion of the well, satting
out the footages, 292 fezt from the north line and 2387 from
the east line, which wmakes it an unorthodox location.

0 And who controls tha offsatbting acreage?

A The offsetting acreags, the working in-
terast ownership 1s owned all by the Canada QOjitos Bnit own-
#rg and Mr.  Blair - Mztural -~ Mouatzin States Netural Gas
Corp,., let me correct that.

Mr. Blair, I bheliave, is the president,

&

() HMr. srewr, do you have anything further

el

to add to your tagstimony

ILLEGIBLE
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A Hoe, sir.
o] In your opinlon «will granting this apnli-

cation be in the best interest of conservation, the praeven-

tion of waste, and the orotection of correlative rights?

A Yes, sir,
Q Were Bxhibits One through Three prepared

by you or compiled under vour direction and suparvision?
A You,
ME., CARR: At this nime, Mr,
Guintana, wa offer into evidence Benson-Montin-Groer Dril-
iing Corporation Exhibits On=z through Three.
MR, QUINTANA: Exhibits One
through three will be acceptad as svidaence,

MR, CARR: That concludes my

CROSS EXAMIMNATION
BY HMR. QUINTAMNA:
0 Mr. Grear, this proposed wall vyou're
going to drill, are thoro other wells in this vicinity that

are complated in the same propozed interval?

}i ‘f-‘?:’i, ﬂif.
O And 1f there gra, how close are thoy and

were thay a Commercisl succsss or not?

A The n»lab under Exhibit A that we ware

ILLEGIBLE
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looking at, shows a well to the sast about & mile and a
nalf, identified as the C-34.

That well had inittial productivity of ap-
proximately 400 barrels a day actuel deliverability, or ac-

rual produced in the line,

e
o
W
o

Just south of that the L-3, whic!
offger location, had a productivity avout 48 barrels a dav.

Turning to the southwast of that lnca-
tion, the K-8 Well in Bection #, 74 Morth, 1 Best, is a wall
just recently bhrought on production this spring. It has &
productivity of about 15 to 20 barrels per day.

Going back to the northwest in  Bection
31, tns K~31 in Section 31 of 25 North, 1 wWest, 15 just re-~
cently being conmpletsd and appears to have a productivity of
about 10 barrels a davy,

The B~32 1n Section 132, 25 NKorth, 1
vWiast, dirvect south offseat to thisz location, has a high capa-~
Ccity recovery, producing about $0C harrels per day.

I might say that the fact that the offset
location nas a high capacity doas not necessarily mean that
chis weil on Section 2% would have a high capacity, and to
-~ o support that, I would point out in Secrtion 11 of 2%,
11, the P-11 Well had initial productivity of about %00 har-
rels a day, whereas the 40-acre offszet to the south, the A~

14, had initial productivity of about 60 barrels a davy.
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Thae  A=14 had 3unk in the hole. It wag

3

sidmtracked aboub 100 fret with another ~- with a sidetrack

A

hole, and that Hole showed nothing natural. After frac
treatment it came back to about S0 or £0 barrels a day.

it's a very erratic formation, There's
tust  no way to forecaest ahead of time whether you'll have a

really high capacity wall or an extremely small one.

Q what information did you use to pick that
location?

A Gh, the -- unfortunately 1 didn't bring
any geologic maps, The ~-- this particular unit oroduces

from the fractured Nibrara formation, the middla of the Man-

cog  formation. 1t dips from the =2ast gide of the unit to
tha wost wide, We have found, particularly from

interference tests run in 1965, that a good part of the re-

i

servair has  high capacity and -~ and it has a high enough
capacity that the reservoeir can be produced under gravity
drainage witnh commercial rates of production.

That being the case, and the fact that
the other msthod of production to which we would bhe reduced
1f we did not take advantage of gravity drainage, would be
solution gas drive.

Under solution gas drive rhe recovery is
approximately five to six psrcent of the oil in place.

Under gravity drainage wa're anticipating
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fifty to sixty percent; some ten btimeos asz nuch oil in nlas
+

{
i

'
21l that can be recovered if we can take advantage 0f grav-
ity drainage.

In order to take advantage of graviry
drainage, we felt like it was necoggary to keep ag such of
the gas 1n solution as poagsible, One way to do  that is
maintain pressure and so teo do that, we instituted a pres-
sure maintenance project in 1962, about 17 vears ago.

S0 from that time until now, and we still
are conducting that pressure maintenance proiect, wa gather
all the gas from the produced wells; we buy make-up gas; and
we  keap the pressure very near the bubble point of the oil,
and wa found that intermediate wells between the gas inijec~
tion wells up dip and the producing walls down dip really
dust are kind of unnecessary wells., About sl] wa'd use them
tor are observation wells,

And  so with this third expansion aree,

which is on the down dip side of the unit, wa are continuing

T

ha  development by drilling only thase down dip wellg, and
30 our plan when the third expansion area was -- was brought
into being a few years ago, was to drill inizially four or
five wells and then depending on the outcome of those wells
to determine the future locations then of the wells that are
reguired and still have commercial production rates, and so

we're Just kind of groping along on the down dip side trying
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o ~- to  locate the best place for the ultimate racovery
wells.,

O So {rom your s=xploration, 1 think, and
whnat 1 got out of vour explanation is that you picked up
wellsites, you're willing to spend half a million dollars on
that well, picked it uvp, offset production and the fact that
you're trying to find sxactly wherse the hest position is off
that production -~

A The best place down dip, and in seeking
that, vyosu see, that simultansously we have drilled, practi-
cally simultaneously, the well in Section £, two miles north
of this proposed location., It's currently veing completed,

The other threes wells in Sections 1, 32,
and Section 8, ijust south of this proposed lovation, we have
decided that the well in Section 31 is too far to the west:
the one in Section % is too far to the south; the well in
Section 3 of 25, 1 West, is still indetarminate. but the
logical thing we think to do is now to move north from the
B-32 Well towards the J-8 and probably on farther north, and
that will be our general plan of develonment.

It makes sense to go from the B-32 Lo
Section 28, our pipeline, our main pipeline gathering system
goed right by that well and the main roadwork which the Por-
a3t  Service has required is through a aorth/south canyon

which ends close to the R-~32, then moves north, and so just
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4ll general, practical things, it's a good way to move.

£2

Vis~a-~vis, what I was trying Lo get at,

Mr., Grea2r, is it Mr. Grear?

Q wias that as a hesaring examiner, you know,
it's ~- 200 percent, wa can conslder 200 percent ag 4 maxi-
mum risk wvenalty. That's maxisum,

A tih~-huh,

4] Maximum risk and maximum penalty. Tt
seems that you did not bring any type of gaslogical reports
that would show how you =-- why you ponsitioned that there to
axplain why that would be maximum risk.

1 was brying to get something out of you
that would expglain, give me a reason why I should asgsign it
maximum risk.

1 understand that ~- that psople, vou
know, that Mountain Stated has not answered your calls andg
they have not returned your letters, and returned that one
thing, but it is my duty to assign a risk penalty bhased on
what the actual risk is and not because thev haven't coop-
arated, you know, They ®may be -~ they may ba thinking,
well, we'll let thew compulsory pool us, but still it's not
ny duty to give maximum penalty if it's not legitimate.

S0 that's the reason I was asking that.

A 1f I might, 1if I might point out, there
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havae been one, two, three, four, five, thers have heen six
wells drilled in this third expansion area so far.,

Two  of those were under forced pooling
orders and in both instances the 200 percent penalty was --
was ordered,

Q Were they commercial successes?
A One of them 31111 hag not been completed.

‘The cother is marginal. It's about a 15~barfel a day well,

o Is that considered az commercial?
A Well, it's very marginal. It's commar~

cial from the standpoint that the -~ the Bureau of Land
Managaement will allow it to he brought into a participating
area,
It's not a very encouraging kind of «- of
& well to want Lo drill additional wells nearby.
o In your professional opinion do you anti~
cipate making a commarcial well with the B-2%7
2 Well, 1'd have Lo anticipate that or not
recommend it for anyone to drill it,
Q Thank vyou.
MR, QUINTAMA: I have no fur~
ther questions of the witnessg.
MR, CARR: But, Mr, Greer, is
there a real chance that that well might not be commarcial?

A Yes, sir, there's a reasl chance.
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questions of the witness?

introduced.

be excused,

advisement,

-
< £

MR, QUIMTAMA: Any further

Bave we entered the exhibits?

MR, CARR: Yoz, they've heoen

MR, QUINTANA: 1€ not, he may

Case BH0A will be taken under

Oh, excuse me, 8636, 1'm sorry.

(Hearing concluded.)
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BOYD, C.S5.R., DO HEREBY CERTIFY that

the foregoing Transcript of Hearing before the 0il Conserva-

tion Divigsion was reported by me; that the salid transcript

ig a full, true, and

by me to the bast of

correct record of the hearing, prepared

my ability.

- - )
- - \ 5 e
o, \“-\_&.M Yi, : A ,\; L ‘L
fa ¥ . )

% Jra—

kY

| do heres; ¢ . ihat the foregoing is
a comple'e rezord of the proceedings in
the Exait.iner hearing of Case No. 8636

heardby meon_gJury 2 1988 -
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Oll Conservation Division




