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BEFORZ THE OIL CONSERVATION COMMISSION
OF THE STATE OF REW MEXICO

IN THR MATTER OF TPE HEARING
CALLED BY THE OIL COMSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3247
Order No, R-2936

APPLICATION OF PAUL DeCLEVA
FOR A HOM-~-STANDARD GAS PRO-
MATION UNIT, LRA COUNTY,
EEW NEZICO,

ORDER OF THE COMMIESICH
BY THE COMMISSION:

This cause came on for hearing at S o‘clock a.m. on May 12,
1965, at Santa Fe, Mew Mexico, before Examiner Elvis A, Ute,

NOW, on this__13th day of July, 1965, the Commission, a
guorum being present, having considered the testimony, the record,
and the recommendations of the Examiner, and being fully advised
in the premizes,

EDNDS:

(1) That due public notis= Liviny ween given as raquired by
12w, tae vommigsion has jurisdiction of this cause and the subjact
matter theraof.

(2) That the applicant, Paul DeCleva, =esk: approval of a
non-standard 160-2crz gas proration unit in the Mesa-Queen Pool
comprising the W/2 NW/4, NR/4 NW/4, and ¥W/4 MR/4 of Section 17,
Township 16 South, Range 32 Bast, NMPM, Lea County, MNew Mexico,
to be dedicated to his Tidewater State Well No. 1 lccated in
Unit D of said Section 17.

{3) That the proposed non-standard unit can be efficiently
and economically drained and developed by the Tidewater State
Well Fo. 1,

(4) That approval of the subject application will afford
the applicant the opportunity to produce his just and equitable
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CASE No. 3247
Order No. R-29236

share of the gas in the subject pool and will otherwise prevent
waste and protect correlative rights.

ORE O, )

(1) That a non-standard l60-acre gas proration unit in the
Mesa-Queen Ponl comprising the W/2 NW/4, MB/4 NW/4, and HNW/4 NB/4
of Section 17, Township 16§ South, Range 32 East, MMPM, Lea County,
New Mexico, is hereby created and dedicated to the Paul DeCleva
Tidewater State Well No. 1 located in Unit D of sgaid Section 17.
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(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

i DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

i SIAYE VUEF MSW REXICO
R}L CCONS TICH COMMISSION

8

M. CAMPBELL, } Chairman
o B oy =

‘% d—dc—;./f
A_ T, BODTRER, vi., mewmoer & SECretary
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LAND COMMISSIONER
GUYTON B. HAYS
MEMBER

GOVERNOR
JACK M, CAMPBELL
CHAIRMAN

State of Netw Mexico

®il Tonservation ommission

P. O. BOX 2088
SANTA FE

July 13, 1965

Mr., Sim Chaxisiy

Hinkle, Bondurant & Christy
Attarnays &t Law

Post Office BOX iU

Roswell, New Mexico

Dear Sir:

STATE GEOLOG!IST
A, L, PORTER, JR.
SECRETARY » DIRECTOR

3246 &

Case No. (35;5)

order No.  R-2935 & R-2936
Applicant:

MAY?. Nl T RUA

E TP OE B W o

_Enclosed herewith are two copies of the above-referenced Com-

mission order recently entered in the subject case.

Very truly yours,

e S

ORTER . Jr.

Secretary-Dlrector

ir/
Carbon copy of order also sent to:

Hobbs OCC x
Artesia OCC

Aztec . OCC
OTHER

e Richard S. Morris
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,k; May 12, 1965 Examiner Hearing

b CASE_3246: Application of Paul Dafleva for an amendment to Order
No. R-2691, Lea County, New Mexico. Applicant, in the
j above-styled cause, seseks an amendment to Order No.
R-2691, which order prescribes pool ruleg for the Mesa
Queen Pool, Lea County, New Mexico. Applicant, among
other things, redquests that said ri:ies be amended t2
include the definiticon of gazs wells and oil wells in
said pool, the assignment of 40 acres to o0il wells, and
the assignment ¢f 160 acrez ho gas wells,

CASE 3247: Appliéation of Paul Delleva fur a nen-standarc gas pro-
ration unit, Lea County, New Mexico. Applicant, in the
i; above-styled cause, s=z2zks approval of a 160-acre non-
3 standard gas proraticn unit for his Tidewater State Well
No. 1 lorated in Uinit D =f Scoticn 17, Towasnip 16 Soulh,
Range 32 East, Mesa Que=n Pool, Lea County, New Mexico,
said unit to compriss the W/2 “W/4, NE/4 NW/4, and NW/4
NE/4 of said Section 17,

i 1

[a]
[

: CASE 3248: Application of Texaco Inc. for commingling, Lea County,

4 New Mexico. Applicant, in the above-styled cause, seeks
auvthority to comminglie Drinkard production from Tract

1l of its W. L. Nix Lease comprising the W/2 SE/4 and E/2
SW/4 of Section 17, and from Tract 2 of said lease com-
prising the W/2 HE/4 and E/2 NW/4 of Secticn 20, all in
Township 22 South, Rangs 38 East, Lea County, New Mexico,
allocating the production to e2acn tract on the basis of
periodic well tests. 2pplicant further secks adminis-
trative proczdure to extend the above-described commingled
nethod to other zones that may prove preductive from said

1 oD o
—_— T et
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May 12, 1965 Examiner Hearing

CASE 3246:

/

CASE 3247:

CASE 3248:

Application of Paul DaTlevz for an amendment to Order
No. R-2691. Lea County, New Mexico. Applicant, in the
above-styled cause, se=iks an amendment to Order No.
R-2691, which order prascribes pool rules for the Mesa
Queen Pool; Lea County, New Mexiceo., Applicant, among
other things, reguests that said rvles be amended to
include the definition of gas wells and oil wells in
said pool, the assignment of 40 acres to o0il wells, and
the assignment of 100 ccres to gas wells.

Application of Paul DeCleva for a nen-standarc gas pro-
ration unit, Lea County, New Mexico, Applicant, in the
above-styled cause, sa2zks approval of a 160-acre non-
standard gas proration unit for his Tidewatar State Well
No. 1 located in Unit U of Sesticn 17, Township 16 South,
Range 32 East, Mesa Que=n Pool, Lea County, New Mexico,
said unit to compriss the W/2 NW/4, NE/4 NW/4, and NW/4
NE/4 of said Senrtion 317

Application of Texaco Inc. f£or commingiing, Lea County,
New Mexico. Applicant, in the above-styled cause, seeks
authority to commingle Drinkard production from Tract

1 of its W, L. Nix Lease comprising the W/2 SE/4 and E/2
SW/4 of Section 17, ané from Tract 2 of said lease com-
prising the W/2 NE/4 and E/2 NW/4 of Section 20, zll in
Township 22 South, Rangs 38 East, Lea County, New Mexico,
alleocating the produntion to zach tract on the basis of
periodic well tests. Applicant further seceks adminis-~
trative procesdure to extend the zhove-descrilkcsd Coiuuiuagled
mewnoa to other zones trhat may prove productive from said
lease.
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PAGE 2

MR, EXAMINBER: Will the hearing come to order.
Case No. 324e6.

MR. DURRETT: Application of Paul DeCleva for
an amendment to Order No. R-2691, Lea County, New Mexico,.
Applicant, in the above-stvled cause, seeks an amendment
to Order No. R-2691, which order prescribes pool rules for
the Mesa Queen Pool, Lea County, New Mexico.

MR. CHRISTY: Mr. Examiner, Sim Christy of
Hinkle, Bondurant and Christy for the applicant Paul DeCleva.
Mr. Examiner, the next case, 3247, involves the same areas
and wells and I beljeve the examiner's time can be saved by
combining the two cases for testimony purposes.

MR. EXAMINER: Cases 3246 and 3247 will be
consolidated for the purposes of testimony. Separate orders
will be written.

MR. CHRISTY: Very well. e have one witness,

Mr. Examiner. Will you stand and be sworn.

(Witnesses sworn.)
MR, UTZ: Are there other avpearances?
MR. MORRIS: I am Dick Morris of Seth, Montgomery,

Federice and Andrews appearing for Shell Oil Company.

MR. UTZ: Are there others? You may continue.
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0 Woulg you Please State Your Name, address and

Praetorian Building, Dallas, Texas, I am eMployaq Sy /

DeCleva and 1 . a Petrnlcum ungineer.
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= § Q Are you familiar with what is sought by the
z
3
] - Y cases?
, £ |
it A Yes, sir. I am.
: ¥ § MR. CHRISTY: Does the Examiner have any questions
- x 3
& ; concerning the qualification of the witness?
B3
8 2 , s o
- 3 MR, EXAMINER: None, and he is qualified.
4 >
) z A
ST M Q (By Mr. Christy) HNow, Mr. Flanagan, I refer you
< °
: S 3
o 3 32 to Applicant's Exhibit No. 1 in both cases which is a identi-
a— z "
. = z
- T < ¥ . . . B N A
. N cal exhibit, I might say, for the record, and let’s stari at
— £ B
2 E ox Page One. I believe Page One 1s a letter to the Commission
~ = & . .
: s from Mr. DeCleva dated April 8, 1965, setting forth the re-
i - z -
= ;
™ = 2 ; quested amendment to the rules sought in Case 32462
+ = i %
ao v 2 i i i
. ¢ g A Yes, sir. That 1is right.
- Q All right, now let's take the rules up that are
_ sought by the application in 3246.
- a Would you like to start with what rules exist at

the »nresent time?

Q Yes, we will start with what is in existence at
the present time. I will ask the Commission to take Case 2986,
Order R-2€¢91 dated April 15, 1964, Those are the present
rulés for the Mesa Queen Pool on which this property here in

quastion is situated. Now, would you tell us briefly what

he present rules are just in summary?

L A Yes, sir. The present rules, as I understand them,
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are written more or less for an oil field or an oil pool angd
gives the spacing as forty acres and they have a gas-oil
ratio provision of 5,000 cubic feet to one barrel of oil and
the allowable of the maximum, as I understand them, is based
on 5,000 cubic feet per barrel times -- The formula is 5,000
cubic feet per barrel times the allowable or top allowable
as assigned by the Commission as the maximum gas to be pro-
duced from the field. Then there are other provisions, but
we are mainly concerned with the allowable.

0 All right, now, 1in what-way do you seek to amend
those rules?

A Well, we would like to amend the rules to take
care of the case of a gas well which does not produce any
liquids and we might just go over this briefly and in that
way, I believe it would help me to point out what changes we
would like to make. We would like to, first of all, define
what a gas well is and that would be that a well have a gas
liguid ratio in excess of 100,000 cubic feet per barrel.
That's the first thing we would like to do and then we would
like to -- that's in Paragraph 2, and then in Paragraph 3,
on Paragraph 3 and 4, I guess it is what we are trying to do
there is to realize that if the Commission recognizes a forty
acre unit or that an 6il reservoir would drain a forty acre

unit, then we feel that a gas well would drain a 160-acre unit,
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and, thercefore, to prevent the drilling of three additional
wells, we would like to, in this provision, allow for the
production from a l60-acre unit the same production that we
would get if we have four wells instead of one.

Q In other words, you are saying with the normal
unit, l60-acre gas proration unit?

A Vag ir. If we went ahead and drilled the three

additional wells, the allowable that we are asking would be
the same as we were asking for one well, 1In other words, we
are not asking for additional gas, we are just asking to take
it out of one well instead of four,

Q All right. And I believe No. 5 and partially 4,
takes care of unortnodox proration units that are not a normal
guarter subdivision of a governmental section?

A Right., These merely define what a normal or
standard unit would be and then takes up the cases of normal
standard uniis and then -~

0 You have permitted here administrative approval
after notice, have ?ou not?

A Yes, sir. Then starting in Paragraph 7 and con-
tinuing then through the 7 through 12, we take up a bhalancing
period which is more or less standard for gas allowables. The

only thing that I think that might he controversial from this

standpoint is in Paragraph 12, we ask that the amended field




o

dearnley-meier

DEPOSITIONS, HEARINGS, STATE MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

SPECIALIZING IN:

1120 SIMMS BLDG. ® P, O. BOX 1092 ® PHONE 243.6591 ® ALBUQUERQUE, NEV' MEXICO

pAGE 1

N c e e e e e

rules be retroactive from the date of the original field rules
that were adopted for the oil shown in the Mesa Queen Pools.
Now we have becen shut in for some time. I have the record as
to when we were shut in. We have heen shut in because we were
operating under rules for undesignated pools and when we came
in on the rules, then we were overprcduced and we have been
trying to make up for that overproduction. We feel that it
would be fair since the rest of the field received their field
rules, if we could go bhack and pick uo the gas that we have
lost at a nominal rate, of course.

0 All right. Now that is what you seek in changes

=

n the pool rules bhasically it's to define a gas well versus
an 0il well to permit the gas wells to be developed on standard
one hundred sixty as is usualy to permit unorthodox proration

units with approval, either by hearing or administratively and

ito make up underproduction and overproduction as is standardly

done in the gas area. Now, as vou say, 12 is slightly different.
In Case 3247 I believe you are here seeking a non-standard
unit to the same effect as if these rules were in
Correct?

Yes.

What's what you are seeking in the second one?

Yes.

0 Referring to Page 4 of your exhibit, would tell
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rh 0 What is Yyour TD and yonyr producing interval?

A We might make a covy of the log of the well and
exhibit,

0 Your applicant's exhibit 2 ip Case 3247 is a log
of the well, depictegq at Page Four of exhibit one?

A Yes, it ig,

Q Would you answer my question about what the depth
of the well jig>

A Yes. The depth of the well is 3,426 feet

Q What is the producing interval?

A The producing interval is the Queen formation and

A I do not have the accumulative production of this
well,

Q What's jtsg rate of production,

A The well origin*lly produced at approximately a

million cubic feet per day and then because of changing ts the

0 Now is that drop off in production Occasioned
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were in a senarate reservoir the develop subseaquently and
looking at that this map leads me to believe, alth
conclausively, but it leads me to helieve anywav that this is
all one reservoir and rather than being, really rather than
being an oil reservoir with a gas cap, it seems to me that
it's a gas reservoir with an oil rim,

0 That brings us to Page S of_your Exhibit One
in both of these cases which, as you have mentioned, is a plat
of the area. I bglieve you have shown the water shown in blue,
the 0il shown in red or orange and the gas shown in yellow?

A Yes, sir.

o woulda you locate the DeCleva weli for us that
we have just testified about?

A Yes, sir. It's on your Exhibit on the northwest
northwest quarter section of that area. That is colored in
the green bhoundary.

Q All right. We'll come bhack to this. Incidentzlly,
how did you determine what is blue, orange and vyellow on this
exhibit? What was your method of doing this?

A Well, it's done by the production from the wells
and the wells are included. The o0il zone for instance includes
those wells it was a certain subsea depth that produces oil,
then the water zone is that area including the wells that pro-

duce water and the gas is that area including those wells up




structure which produce gas.

0 Based unon your study of the wells in this area,

do you believe this map is accurate as to color chart, or

reasonably accurate?
A Yes, sir. I think it is.

Q Now, under your proposed rules, I believe you

R

provide in an unorthodox proration unit for notice to offset

operators of the application, and I refer you to Page Six of

T
4

your Exhibit One and I ask you if that is a copy of the letter

- P
-

sent to the offset onarator

SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS. EXPEXT TESTIMONY, DAILY COPY, CONYENTIONS
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— T s in connection with this hearing
= 2 Qo
3 ; a> i b ?
| * = in Case 324772
1 = A Yes. sir. It is.
PN =
S " . .
. o Q Did you receive responses to that letter and, if
as>
2 -3
so, by whom?
. A Yes, sir. These resvonses are attached.
B Q They are pages what in the Exhibit?
e
\ A Page 7 is the response from Mr. Dean, Page 8
- is the response from the Tidewaier Oi1l Company.s
- MR. CHRISTY: For the record, here are the ori-

ginals of those responses.

Q Are the responses favorable or unfavorable?
- A Well, they're favorable.
- Q Incidentally, was this well cored?

A No, it was drilled with cable tools and was not
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Q Now, back on

Page 5, being your map, I notice
a well, an arrow pointing to a well known as the Dean Sinclair
State Well, it would be in the Southwest, Southwest of Section

5, 16 South, 32 East?

A Yes, sir.
0 Now that well was cored, was it not?
A Yes, it was, and a copy of that core analysis is

Page 10, 11, 12 ang 13 of Exhibit 1.
Q Now what wae tha PUipuse Oof showing the core
analysis in this hearing?
A Well, it simply shows that the Queen in this well,
the Queen formation in this well is, has a fairly good permea-

bility, being on, shown on Page 11 as fifty-one miiladarcies,

eight milladarcies, ten milladarcies, seventy-six milladarcies,

elavan milladarcies, and so forth, and the porosities are ten
te thirteen per cent. We show this or give this as an exhibit

in an effort to show that the well will drain or has the reser-
voir characteristics to drain 160 acres from a gas well,

Q I see. Now, you don't show the Sinclair State,
though, as being in the same reservoir?

A No.

Q Is it a comparable well as far as porosities or

L?ermeabilities are concerned?
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A Well, in addition to this well, we have listed the

Shell 0il Company MOD Number One core analysis.,
0 For the record, that's located in the Southeast

Southwest of Section 17, 16 South, 32 Fast, and is marked on

~ NP e e Naw P R N
Page 5 of your BExhibit One?

(0]

o

Yes, that's right and now this is the Queen forma-
tion and has similar characteristics as far as permeability
and porosity are concerned.

@] Again, it would

b >~
- VYA A e A PRy &n e T

information, it would indicate that the DeCleva well has suffi-

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

cient permeability and porosity to drain the non-standard pro-

ration unit requested?

A Yes, sir. These are certainly not conclusive but
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they do indicate just a core analysis is not a conclusive proof
tnat it will drain; but it does indicate that it has proper
characteristics.

Q In vour opinion, will the DeCleva Well effectively
and efficiently drain the non-standard proration unit souaght
o R in Case 32472
A Yes, sir, it will.

o I assume it would be your testimony that the gas

underlies the full 160, as reflected on your Page 5?

A Yes, I believe that it does.

0 Now, sir, from an economic standpoint, do you feel
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it would commit waste, including econonic waste, tO develon
the gas portion of the Mesa Queen pool on forty-acre spacing?

wWould that create waste?

A Yes, Sir. As 1 say. we had some rrouble in com-
pleting this well and so 1 don't say that our costs for this
well are necessarily representative of possibly another weil,

Lut our costs on this particular well were in excess of forty

-

thousand dollars: and based on the present allowable, T don't

helieve that we could pay this well or three additional wells,
pay them out at all on that basis. 1 do feel that we will be

abis ¥ pav the well out and prevent economic waste 1f we are

allowed toO produce this well on the aiiowanle that we have

asked for.

0 Now this is State acreage?

A Yes, Sir, it is.

0 It's all one€ lease?

A vea. siry, I understand jt is. Now 1'd better qo

pack and say 1 am not sure.

Q Now will you furnish to the commission rhe cum™wR~
lative prcducing history on this well, the cumulative produc-
tion? Wwill you furnisn that to the commission, please?

A 1 don't have it with me.

Q 1 say. will you furnish it?

A put I will furnish it, ves-

s e

Y A
R, i
R A e ——
R
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A No, I don't think so,
MR. CHRISTY: That's all from thig witness.,

CROSS EXAMINATION

) Mr, Flanagan, do You feel that this pool has
been pPretty wel} defined?

A Yes, Sir, I think it has, Every well that vyou
drill, of course, will give vou more information, but I think
that within reason, it has been. |

n iduw many wells are there in the gas cap?

A Seven, as 1 count them on this map, sir, and 1
believe thig is up—to-dafe. Thefe's one over in that little
area to the east in Section 16,

0 Well, let's Sée. There's one in Section 7, is
that correct>

A Yes, sir, One in Section 7, cne in Section 12,
one in Section 13,

Q Just g minute, Section 12, where is that on here?

MR, CHRISTY: That's 12,

0 (By Mr, Utz) a1i right, sir, After 12 -.
A Mr. Examiner, I believe that thig well, No, 1, in
- —_—
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Section 13 has been completed as a gas well, but I am not
positive of that.
Q That doesn't show very well on this map here.
Will you give me the location?
A Yes, sir. 1It's in the Southwest Quarter -- in
the Northwest Quarter of the Southwest Quarter of Secticn 13.
MR. CHRISTY: That's the one shown in the map
as a drilling well?
MR. UTZ: Yes.
a There's one in section 18 just to the-east, excuse
me, and then one in Section 17 just southeast of that well in

. Well, that's our well, and

then one in Section 16.

0 {By Mr. Utz) Now that's the one that I was missing.

Were all the other wells in the gas cap producing?

A T don't know, sir. I don't know. I beliéve that
Mr. Dean's wells are oroducing but I'm not sure. I know that
Mr. Dean is interested in this hearing.

Q Now, vou do, I gather, consider this a gas cap
situation connection with an oil reservoir?

A Yes, from the study of this map, I believe that
it's an agsociated gas-oil field.

0 From the conservation standpoint, particularly,

as related to the oil, the objective shculd be here to maintain
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a stable gas-0il contact, would that be a correct statement?

A Yes, sir, I think that's right.

Q Do you have any information that would show that
your formula that you are requesting in these rules here,
5,000 to one, times the normal unit allowable would accomplich
this?

A No, sir. In truth, I think that 5,000 is an ar-
bitrary number. I think that in examining this the point that
I was trying to make with a gas field with én 0oil rim rather
than an oil reservoir with a gas cap. is that the iarge volume
2f gas and the expansability of the gas, that 5,000 is not
too large a number; and I think that we will reduce the reser-
voir pressure more by taking a barrel of oil out of the ground
than we will by taking 5,000 cubic feet of gas out of the
ground just because of the areal extent of the gas in relation
to the areal extent of the oil,

This is my own feeling as a petroleum engineer, but
gas, aleng with oil, is a valuable commedity and it takes re-
servolr energy to produce the gas; and I am as much concerned
about the o0il producers in this field taking reservoir energy
as I am about the gas producers taking regervoir enerqgy.

The original field rules were set up to give the o0il
producers a chance to remove the oil on forty acres as being

a safe producing or smacing to nrevent any waste, It was also
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at that time arbitrarily we sct up 5,000 cubic fcet., and 1

think that the 5,000 cubic fect 1S probably as good 2 numbct

q NowW of cours€r when we talked about equal with-
drawal, then wWe have Yo ralk about withdrawal on an acre per
acre pasis: ijsn't that correct, assuminq that reserves in each
are volumetrically Lhe same. which, in this rype ©

£ formuld:

you must consider ghat that's true; else YOU would have

gone deviations f£rom it right? \
\ A Yes sir.

0] AW . is it your contention that on an acre peYr
acre pasis: fhat one parrel of oil will Gisp >3t 5,000 cubic \

feet of gas? 1n other woxras s what 18 the relationship on the

gur face acre pasis of oil o gas?

A well, air, I don't really know how to answer that. \
1'm not trying ro dodge the answer pecause 1 really don't \

&Know the answer Lo that question. 1 think what we're ryying

e

Pncers, is to produce this reservoir in oraer ro qget the maxi- \

\mum amount of hydrocarbons out of thne ground without waste \

within an economic cost- 1 think that what we are talking

about there 1S how much gas we leave in the qround and hovw

uch oil we leave in the qround and how well we sweep the area

J— S
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o 3 and whether by producing the gas cap we are running the risk
z
_— z of trapping some of the o0il in the gas cap or whether by pro-
v
ot 8 ducing the o0il we're liable to leave some of the gas in the
b o z
:3 . > 8 gas cap. I think that in this particular case with the areas
z >
O w
b3 b 3
- 5 ; as shown on the map, that it really is probably more involved
E s
i x & than just the acre bv acre bhasis, and I think that we are
2
w [
[ 2
% 2 talking about reservoir energy here, too; and it is my feeling
- 2 z
SO that the 5,000 to one is not an excessive amount from the
[ o~
: z w
s 4 3 z ) . -
R 2 standpoint of reservoir enerqgy and maximum vecovery.
} “ -
- s 8B 0 Have you made a volumetric analysis of the B.S.
3 = 5 ° area and the 0il area to determine in your mind whether the
!’ - 5,000 is too little or too much?
= = 3
xR 3 3 A No, sir. The Queen does grade intc a different
PR — ) 5 =
3 » thickness in different wells and has some different character-
istiecs, but, by and large, in quite a few of these wells, the
, sand thicknqss and characteristics is the same, so I have not
approached it on the basis of a volumetric analysis, but rather

on just an areal extent; and I think here that just -- I don't
know how accurate this map is from the development but just
its -- the gas arca is some three or four times, three times,
say, the areal extent of the o0il reservoir as shown on this

map.

0] In your previous statement, just before the answer

to this last quéstion, you stated that the interest of the
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onarators was to recover the most hvdrocarbons out of the
reservoir, both oil and gas. Now, actually to accomplish that,
what you are saving is, well, of course, one of the things too

you are trying to accomplish is to protect correlative rights

also, Is that correct?
A Yes, sir.
Q Sc, in order to accomplish that, what you are

really interested in and what you are, I bhelieve, telling me

YEPOSITIONS, HEARINGS, STATEMENTS, EXPERT TESTIMONY, DAILY COPY, COMYENT!ONS
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P - the operators are interested in, is everyone vroducing their
-
= = share of the 0il or gas, that's under their tracts, thereby
= .22
-
q. (=& ] . . . . .
3 = leaving the gas-o0il contact as stationery as it's possible
r et 5\ z
L . to do so?
)  — =
| W = . .
-t < < A Yes, and also producing their fair share of the
: s> <
b — T

reservoir enerqgy.

Q And in so doing, well, that would accomplish
the use of the fair share of the reservoir enerqgy, too, would
it not?

A Yes, sir.

Q In a éas cap situation like this, in order to ob-
tain the most hydrocarbons out of the reservoir, the way to do
that would be to shut in all the gas wells and produce the oil
first, isn't that correct?

A Yes, sir, but then that would not give a fair

share of the reservoir enerqy, though, underlying the tracts.




™

| -
ad
QO
=
=
s
=
| —
[ o]
Qs
h ~—}

SPECIALIZING IN:

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERY TESTIMONY, DALY COPY, CONVENTIONS

70 SIMMS BLDG. @ . O, BOX 1092 » PHONE 243.4691 o ALBUQUERQUE, NEW MEXICO

n

race 22

[ e

————————

This is a problem we quite often have is the pveople that own
the gas acreage have the ©il, and quite often we let the gas

people produce the 0il people's reserves for them. 7 mean

0] In other words, the only way to produce this fielg
in the manner I just descrikbed would he to unitize the whole
area, would that be correct» Then everybody yould receive
their fair share of the reservoir enerqgy,

A T rrmss

13
A Ak

Say <ertainty that unitization is g very

pleasing thing in ali fields of this tvpe.

0 But in lieu of that, then, what you have to have

here in order to accomplish what vou Say you want to accomplish,

is a volumetrie relationship between the o0il area and the gas

Now, the sum ana Ssubstance of my whole line of questioning is,
in your opinion, do you think that ;o hlave enough information

on this pool to say that 5,000 is the way to do that?

A Well, I'm an engineer, sir, and 1 don't ever
think we have enough information to do a gooda job on anything,

but I do feel like that if we have enough information to set

the Spacing at forty acres for o0il, that we have enough infor-
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time, the whole case has heen Teopened, hasg it not, for new
Pool rules?
A Well, these are just really amendments to the

Others., 1 guess that'g right. Yes, sir,

L
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s
=
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S
s
=
T
S
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g9as-oil ratio to substantiate your 5,000 figqure; or rather,
instead of your 5,000 figure, it would be somebody cise’s
5,000 figure which has already been set?

A Well, I think there are enough wells ang there's

How accurate it would pe is just like Other roserve determina-

tions, but I think we do, I think that, in relation to Oother

reservoirs that I have Seen, that ye do have Cconsiderable

amount of information. Yes, sir,

|
|
|
|
|
|
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[_ O Now, these rules that you have submitted here

look very familiar,

those out of?

and I was wondering what order you lifted

A Well, let me describe a little more on this.

Mr. Joy was cur engl

the proceedings On t

corresponded with hi

neer in our Midland office and he started
his and he wrote to Mr. Nutter and has

m on several occasions concerning what

we should do here and describing our position and what we

might like to do. T
then suggested to hi
have for this kind o

rules that had been

an idea that it was

would happen in this

was Jjust producing g2

to the rules already
wells that were prod
what rules they were
worked with Mr. Nutt
should ask for here.
Texas 5—-B type.

Q well, T

\Exhibit A are almost

hen, as I understand it, these rules were
m as being rules that you would normally

f a situation and also taking off on the

ot

already established for the field, with

overlooked or we just di.d not discuss waal

particular pool if you had a well that
as: and just trying to make an amendment

established that would provide for these

wy
I

ucing just gas; SO I don®t knuw exactl
1ifted from, but I do know that Mr. Joy
er and took his suggestions as to what we

1 also think they're similar to the

noted that these rules were a;most word

for word, at least the rules that are printed here. in your

word for word from the Angel Peak-Dakota
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rules in Northwest New Mexico: and to gome extent almost

LR
- z . . . .
3z 1dentical +ro the pevil's Fork—Gallup rules o Northwest
o
L)
; g New MexicC. 1 alsoO noted that some of the rules were absent
(¥
2 . from your suggestions there: One rule in particular jnsofar
- i ; \as periodic qas—oil ratios are concerned jn order ro determine
2 %
| % whether & well has chanqed from 3 gas to oil or oil to gas.
3
v (<]
8 ‘ z g Nowhere jn these rules Qo 1 see 38 rule stating ghat this test
: S
B w -
R 5 3 should be raken periodically. What 1s your recommendation?
i ‘ ‘ 5 i
- I A Wwell, T think we should have one. I am wondering
. P % z
S if the original rules go have 1?2
- 2 % 3
= & yr. CHRISTY: N |
E w 3 \ . H S : O \
1 ! - L ]
as i g A They G0 not. 1T £hink that's 2 good rule to have* |
- = : 3 .
—= = z Q (By Mr. urz) NOW. do you know what 18 happeninq
ad S 8
= % =

to the casinqhead ga from the oil wells?

w

- A No, Sir: 1 do not.
Q in order to protect your correlative rights in an
associated reservoir, ijs it your opinion that the casinghead \

\ gas should be flared? 1n other words s do you ghink these

— o _\ ruies should contain 2 no-flare order £oT the oil wells?
A Wwell, grom the standpoint of our correlative

rights: 1 would say it should not be in excesS of the 5,000 \

rule. That would put 1S on the ame pasis. My feeling as an

engineeT 1 don't think we should glare any gas.

MR. CHRISTY: 1 don't pelieve the applicant
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would have any objection to continuing the rule with resncct \
to no-flare as contained in R-2691.
Q (By Mr. gtz) Now, in effect, what you 2are asking

for here in this rule change is a proration procedure for the
gas Ccap of an oil pool, is that correct, where you have prora-
tion periods and palancing periods?

A Yes, Sir. That's +ight.

0 This retroactive rule here is sometning that the
commission has not done heretofore to my kxnowleddge in beginning \
proration in any pool. In that regard, I am wondering 2 little
more about how your well produced prior to the time that it was \
jncluded in the present pool. You say Your well was shut in
as of that date, after it had been completed in late 162, Now,
was the production, the production histoxy from 1ate '62 until
rhe time it was included in the HMesa Queen Pool computed and
the well sﬁut\in on the pasis of overproduction £5r that period,\

or just how was that handled?

1

!

A puring 1963, wWe produced -- here are the approxi- \

i
\mate rates, 32 million, 28 million -~ these are monthly pro~ \
\ductions __ 30, 31, 32, 30, 31, 28, 31, 31, 32; and in 1964, \
we produced 28, 25, 24, and then it was ~=~ and 24 million: and ‘

then it was put in the Mesa Queen. We produced 25, 23, 20, and

1 think at that time it became evident to us that our allowable

\rad been changed.
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I am saying it became evident to us, I don't know,
I don't know whether we were notified or whether the purchaser
notified us or just how. I was not in on that part of it and
I just do not know.

Q You don't know whether the Commission ordered
the well shut in or whether the Commission determined what
your overage status was, or any of those details?

A I do know now that the Commission kncows what our
overage status is and we are trying to make up for our over-

production, yes, sir.

Q On what basis was that overage status computed?
A It was computed on the hasis of these rules,
0 From the beginning date of these rules on the

forty-acre bhasis?

A T !

don't know., I will have to find that out.

Q These are things which I feel that we should
know in order to determine whether Qou are entitled to a
retroactive consideration or not.

A Yes, sir. That's right.

0 Can you advise us as to what the situation is in
this regard?

A Yes, sir, I will., I can't right now, but I will.

MR, UTZ: Are there any other questions of the

witness?
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MR. MORRIS: Mr. Examiner, you covered most

of the ground that I intended to cover, so I shall be brief.

BY MR, MORRIS:

0O First, let me say, Mr. Flanagan, that Shell 0il
Company has no opoosition to vour non-standard proration unit
nor do we have any objection to most of the rules that you
have proposed here. Shell was the applicant in the case where-
in the 5,000 to on2 gas-oil ratio was established, and we
would certainlv faver the continuation of that gas-oil ratio
and we have no objection to its use in your formula,

As vyou anticipated, however, we do find some contro-
versy with yvour Paragraph No. 12 of Exhibit One concerning
your retroactive rules. Your Tidewater State Well No. 1 was
the discovery well in this field, was it not?

A It's listed as a2 diszcovery well, but I don't bhe-
lieve it's a discovery well of the Mec:z Jueeu PoOL because it
was merely placed in an undesignated status hefore the Mesa
Queen Pool was set up as a pool.

Q Yes, I purposely used the word "field” rather
than "pool”, meaning it was the discovery in this general
area. Was it in producing gas prior to the production of oil

from the 0il wells in .this area, or do you know, Mr. Flanagan?

A Well, let me say that I don't know for sure.

lWhen I was there and we completed the well, I remember that
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and that they werxe drilling
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at the same time on additional

wells in that area; and because our gac well was SO dry, I

was pretty well convinced tnat we were in 2 separate field, sO

1 think, On that basis, that there were oil wells already

drilled.

Q For how long a time did you produce this well as

a gas wel

1 before it was placed under the restrictions appli-

\cable +o Mesa Queen pool?

3

nishteen months.

Q vou were producing at approximately & million

a day during that period of time?

\produced at similar rates during that period

A Yes, sir.

0

you know?

Were the other gas wells in the gas area beind

£ &t
£ &ime, OY do

Q

A Well, of course, we didn't have the development

\of all the gas wells that we have now, anad I den't know the

answer to those that were

produced. In answer to your ques-

tion before, 1 would like to say that this million a day is

about, is approximately a ratio of 6,500 to 1, rather than

5,000 to

1, based on approximately thi

day average.

rty-eight parrels per

Who 1s your purchaser of gas from this well?

- it seemed to me that Cactus already had an oil well MW

e ————

_____,__—.___—-_.—___.- et
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0 Have you ever
due tO Phillips‘
ent

rion
e BTU cont

fyom wnis area?
is period, on

\on this gas
\occasion, restri
The en content, does

crive alloWables

troau\,,. ]

do you nave any

\
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Conservation Commission for the oil producers and they have

bheen producing their wells, and since we have been shut in

for overproduction, we're not really, it's our feeling that we
are not really asking to get the hetter of anyone, We are
just trying to get back to where we were when the rules were
set up and we were not included in the rules. What I'm say-
ing is that we think it's fair that we be given some kind of

a consideration on the pericd of shut-in; hut Rule 12 is --
certainly we don't want Rule 12 to keepo us from having a good
set of rules here, which you have already agreed -- which you
think is a good set oI rules.

0] With some additions and corrections, Mr, Flanagan.
As you interpret the rules that you propose here, would they,
in effect, give you six months' back allowable for this well
which could be made up during the next six months in addition
to the regular allowable?

A I don't believe that it was our intent ts get an
extra six months' allowable., If it had been, I don't believe
we would have asked for Paragraph 12, because really, what we
are trying to do is to help ourselves during this shut-in period|
Like Shell and other people, we have bheen trying to ovperate
this lease without producing gas, and it has brought on an

economic problem. I don't think it was our intention that we

would get an additional six months' allowable in addition to
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being allowed to make up for our lack of production since *he
field rules were put in. No, I don't think that's our -- Do
you read that that we would get that?

Q Well, Mr. Flanagan, you are just phrasing it a
different way, I think, than I am, Yéu are saying you just

want to make up for production that you have lost since the

e

field rules started, and I am saying that vyour rules would have

the effect of accomplishing that partially by giving you an

allowable for the previous six month prorationing period.

g

A We put those in because we feel that because you

i

dearnley-meier

can't store the gas and to take care of over and underproduction|

H

and we did not put those in to make up for back allowable.

That was not our intent.
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0 If I understand you, in your proposal you seek to
have an allowable assigned to these wells for, say, the next
proration peried, and in addition to that, you want to be
allowed to make up the gas that would have been assigned to

this well since the Mesa Queen gas-oil ratio rules were first

f - : established, is that correct?
g , 4- A Yes, sir.
| ‘ I ; 0 Is that what you are seeking?

A Yes, sir.

0] All right.

A Now, what we feel like is that at the time the
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time the rules were written for the oil producers, we really
should have had our changes in there, should have been part
of the rules for the entire field.

Q Now, you just got to my next point, Mr. Flanagan.
I would agree with you that perhaps they should have been
placed in there at that time if they were to have been con-
sidered by this Commission. Now, when the Commission first
included this well in the Mesa Queen Pool, that was when, in
August of 1964?

A Yes, sir.

0 At that time vour company made no application
to the Commission for consideration of additional allowables
or special treatment for gas wells in this pool, did they?

A I'd have to get the file and see when Mr. Joy
first started corresponding with Mr. Nutter to see how we can
bring this about.

Q All right.

A I know as soon as i£ became evident to us that
we no longer had an allowable for our gas well of any conse-
quence, we started to try to do something about it.

C Mr. Flanagan, from the plat that vou introduced
into evidence, does it appear to you, and from your knowledge
of the pool, does it appear to yvou that additional gas wells

will be drilled in the gas area?
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o e e
A I would think that they would unless there is

same acreage problem; and I would say this, that under our
proposed change, the drilling of a gas well in this area is
still not going to be an economic bonanza and I think that
the operators in this area would prohably take a look at that
and I don't thinlk that we would have a problem of a gas well
being drilled on every 160 acres.

0 Does it appear possible for additional gas well

development to occur in the area close to the oil area of this

A Well, I think --

Q In other words, what I am getting at, Mr. Flanagan,
there's still one hundred sixty acres undrilled in Southeast
Quarter of Section 18 and the area in the -- there's still
additional area in Section 17 that's not dedicated to a g2z
well, is that correct?

A I think that there are probably additional 1loca-
tions for gas wells.

0 You are not suggesfing that any wells drilled
there be given retroactive allowablés are you, Mr. Flanagan?

A No. I don't pwarticularly think that would be
fair. I am not asking -- I am not asking this as preferential

treatment.

¢) would you agree, Mr. Flanagan, that if the gas
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from the gas area is produced at a faster rate or in greater
volumes volumetrically than the o0il is nroduced from the oil
zone, that waste could occur in this area?

A Yes, sir, I think that's a possibility. In
addition, I think it's a possibility that if the oil is pro-
duced faster than the gas; the cil can still be pumped but
the gas can't and we might lose some gas.

Q Without a volumetric studv, it would be hard to
say which, if eithexr of these, would be most likely to occur,
1s that correct?

A Yes, sir. That's prcoably right,

Q Mr. Flanagan, are you familiar with the rules
that have heen adopted by Order No. R-2397 in the Doubhle-X
Delaware Pool of Lea County?

A No, sir. I am not,

MR. MORRIS: I would ask the Commission at this
time to take administrative notice of the order that I have
just referred to for the bDouble~X Pool in that the rules for
that pool are substantially similar to the rules that have
been oroposed by the applicant in this case, with one or two
what we feel to be noticeable omissions which I would like to
point out to the Commission, At this time, I would offer a

copy of that order.

MR. UTZ: What was the number in that order?
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) g MR, CHRISTY: Case 2720, 2397,
5
_ z 0 (By Mr, Morrig) The thing that OCcursy tq Me with
L]
8 Tespect tq that Oorder Just referreqg to, Mr. Flanagan, is that
- 5 your Rules 7 and g Containeq in your Exhibit No. 1 are either
| ||
x . . . . .

. [ A Well, 1 haven'¢ had 5 Chance tqo really Study thjg }
ould yoy kind of fill me 1n on what the intent of thes. two !

* ules are> [
]

Q Well, I think these are customary Tules jip gas !
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jon shall be treated in an ensuing palancing period,

£ the Double-X rule accomplishes; and we cer-

t this should be provided for in any order

long these lines.

Well, in 14, as 1 understand it, if you have

verproduction, you simply apply that to the under—production

hat you have had is that right?

~|

Q That's right, and I would suspect that that would

e favorable, Or at least not controversial to the gas vpsi-

standpoint.

A I think that's fine, Mr. Examiner, that Rule 14.

Low 15, let's seée, now proration period here, is that a six

onth period?

|

A4

VAace
-~ —= e

+hat's provided by the rules that you have

FroPOSed. That's to be a six month period.

MR.

to the inc lusion

alancing rules?

A No.

MR.

MR.

A Soec1f1cally, 14 and 15 1ook to me to

ugTZz: Mr. Flanagan, would vou have objection

in vour rules of any normal gas proration

T

uT%z: Which is common to all prorated pools?

Mr. Examiner.

|

uTZ: Does that take care of your situation?

MORRIS: Fine.

pbe good rules
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and fair and equitable, and that's what we're trying to do.

0 I'm actually suggestinag, Mr. Flanagan, they may
have been intentionally omitted from your proposal and we want
to suoply a full set of rules if we're going to have any --

A We aporeciate your studying these things and
helping us out because that's what we are out for.

O We still don’t like your Rule 12 much.

MR. MORRIS: That's all the questions I have of

this witness. I would like to make a statement at the conclu-

sion of the case.

BY MR, UTZ:

0 Mr. Flanagan, I note that your rules don't contain
a spacing rule that states how far from a guarter and quarter
quarter section line the well shall be drilled. Is it your

intention to use State-wide 104 Rule for that?

A Yes, sir. It is.
0 What is the nitrogen content of this gas?
A I do not know sir.

Q But you do know it's substantial?
A Yes, sir, I do; I do know that it's --
MR. It's over fifty pner cent, fifty
to seventy.
A Fifty to seventy. I know we have some reports

in the office, and I would be glad to furnish the Commission

| U




-

[- &)

(- &)

=

1

=9

a

e

| W

3
. — |

*OSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

oe

SPECIALIZING IN:

1120 SIMMS5 BLDG. ® P, C. BOX 1092 © PHONE 243.4691 © ALBUQUERQUE, NEW MEXICO

race 39

with the reports that we have,

0 I think it might be well to have it in the record,

In regard to this retroactive thing, it might be well to clear

0]

Up to a point. First let me say that what you are actually

applying for isg retroactive to May 1, 19642

A Yes,

Q In accordance with the old rules?

A Yes, sir.

0 Now, the proration periods that you are requesting

run from January 1 to July 1, and July 1 to Decemher 31st, the

first half and the last half of the calendar year,. Now, you
realize that if your well had an underproduced status at the

end of June or the first of July, 1964, that that would have

been cancelled had it not been overproduced in the last six

months of that vear? Are you asking for a non-cancellation

of that type of gas or are you asking for the usnal hala-

rules to be in effect?

A Well, what we would really be cancelling is the --
I believe your question, sir, if we just, if we forgot all
about that Rule 12 and we just took off with the balancing
period, then we would have up until June to balance out the

last half of '64 and so what we would be losing would pe

from May and June, is that right, sir?

l__ 0 Well, that would depend on what you produced in __J




e

p4]
z
o
=
z
w
>
Z
[]
v
>
[Y
[+}
L
>
=
«
-]
>
r4
o
X
-
v)
w
-
&
w
a
»
w
v
>
z
w
w
" =
«
-
%)
v
o
z
-
<
w
x
v
r4
g
=
v
O
o
w
o
z
&)
z
~N
1
X
Y
-
a
v

1150 SIMMS BLOG. @ P, O. B)X 1092 ® PHONE 243-669) & ALBUQUERQUE, NEW MEXICO

40

PAGE

e
May and June. If this particular thing goes retroactive, then

you have three periods in consideration, of course. One
period beginning half way in the period, or May lst to the
first half of '64;:; the next period, the last half of 'é64

and the first period of '65. Now, you would have two statuses
that you would have had to overproduce to avoid cancellation,
one July 1, 1964, and one January 1 of '65., ©Now the statuses
as of the end of those periods had you not overproduced them
in a subsequent period, they would have been cancelled. In
asking for retroactive rules in this proration procedure, then
that point would have to be clarified because you might not
gain anything if the cancellation rules were in effect.

MR. CHRISTY: That is in effect what we are asking
for, is an exception to the cancellation rule in addition to
permitting us to retroactively produce over a reasonable period.

A Well, now, wait a minute now.

MR. CHRISTY: There wouldn't be any proration.

You wouldn't have an allowable.

‘A If starting -- may I ask this question, sir? If
starting in June or if for the last half of '64, under ocur
proposed rules, we had been underproduced, then we would still
ha&e the first six months in '65 to make up this underproduction

on the balancing period.

0 (By Mr., Utz) No, sir. You would have had the
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——
last half of '64 to make up that underproduction because the

status would be struck at the first of July and vou were under-
produced five million, let's say to quote figures: if you

had underproduction in July of '64 of five million and you did
overproduce five million by months during the last half of

'64, then your five million would have been cancelled.

A Yes, but then during the period of the last half
of '64, we would still have the first six months of '65 to
make up for that, is that right?

0 Yes.

A 50 what, in effect, we are losing if we knock out
twelve altogether, is that up until, or the first half of '64
over or under., that can't be balanced.

0 It would depend on whether you want non~cancella-
tion for '64. What vou actually, if you want non-cancellation,
what you are asking for here is back allowables up to May lst,
that's what it amounts to.

A Well, what I am saying, sir, is with Shell and
it seems to be quite a point of contention with the Commission.
this Rule 12, everything else seems to be all right, or at
least not as controversial as Rule 12. So then what I'm asking
now, or what I am saying is that if we do away with Rule 12
in the balancing period, then we will have up until

we will have during the first six months of 1965 the ability
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that pbe true, Counsel?
MR, DURRETT:

MR. CHRISTY:. ¢ think that's the point,

- ”M_-“uhh_;,_Am_‘iwﬂ,_‘“h__;A_u,-_,“m_“;,w,_N__h__”w<mNMMm,_-;_«;___,m‘____“»_«__m__h_____&__a_‘_____ﬁ
- H [;o make up for the last half of '64, 1f we don't have Rule 12,
NN =
X 2 . . , . .
sf g then all we will ba losing ig May andg June balan01ng, isn't
b S
a8 § that the Way? Is that what vyouy mean, sir?
; 3 0 Well, it depends on what you're shut in for now,
~ . : ; which I am not aware of Teally don't know, are ¥You shut
z A
g % in on a forty acre basis, as 1 understand?
£ E A Yes, sir, I
£ :
3 @ 3 Q For €xXcessive GOR production, 5,600 to 12 / '
% : & A Yes, sir.
= ¢
— § § Q Times 38 or 39, whatever the allowables were?
ad - >
* —— & 2
g; £ o A Yes, sir,
S\ z ° ! .
L ., 8 0 That Status, 1 belleve, would have to be taken
— b4 = .
:g 3 & into Consideration whenevery, regardless of when thege rules go
= i £ : .
into effect, 1p other words, vour 160-acre rules wnnig nct go , I
into effect untj] the 1st of June, the 1st of July, ’
[ A Oh, I see vhat You mean, / I
f 0 So you begin the period with whatever overproduc- ‘
tion, 1 would say, on a 40-acre basis that Yyou have, Wouldn't¢

going to lose the last half of '64. e just can't make it,

A Unless we can make these rules retroactive to
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MR. MORRIS: Let me get my two cents in here, too.
As I understand it, if Rule iZ bhe eliminated from the proposal,
¢ no allowables to be made up because no allowables
would have accrued, no gas allowables would have accrued to this
well on 160 acres. The only allowables that have accrued would
be the allowables, that is, prior to the date any order is
entered in this case, would be the allowables that would accrue
to this well as an oil well on a forty acre tract.

MR. UTZ: That's exactly the status that I'm

speaking of now. If we don't consider that overpvroduction for

which he's shut in far naw on the hoaciz =8 5 Gas weil in an

oil pool, then, in essence, what we would he doing would be for-
giving him for overproduction as an o0il well. I don't know
whether that's a legal question or not, but I would think that
something would have to be done about that status.,

MR, CHRISTY: What we are asking is not for you

| L& foryive us for that, but let us go back to August and 160,

and subtract that off the overproduction, strike that off, and
let us produce it as an exception to the normal six months'
make-~ap allowable for the period of the last half of '65.

MR. UTZ: Retroactive allowable on spacing is
all that it amounts to.

MR. CHRISTY: Right, make it up in six months.

If we don't make it up in six months, we lose it.

- _ )
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MR. UTZ: I brought this up because the way we
write this order, we will have to know whether you want non-
cancellation or just retroactive allowables.

A Well, sir, we are really just trying to be fair
about this.

0 (By Mr. Utz} So are we.

A Yes, sir. I know it and I appreciate your letting
me talk to you about it.

MR. UTZ: Perhaps we can leave it this way and
give you a little more time to think., If it's your contention
that wen chould loave mule L4 LN your application, then I would
request that you send us your production data and the GOR pro-
ducing ratio from the first production of the well up to May lstj
1964, and the same data from May 1lst to the present time.

MR. MORRIS: Mr. Examiner, may I request that
anything sent by the applicant to the Commission, that a copy
pe sent to me, Richard Morris, P.0O. Box 2307, Santa Fe, and
that I be given leave to apply to the Commission for a re-
upening of this hearing if that data raises any questions
about which further cross examination of this witness should
be accomplished.

MR. CHRISTY: We would have no objection to that
and be happy to furnish Mr. Morris a letter. We ask that a

time limit be placed on Mr. Morris to make the objection.
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A There is only one problem here again in being
fair about this thing. There is only one problem we're going
to run into, and that is that we don't, in good conservation
practice, we don't want to have to produce too much gas all
at one time, SO it's fine to delay, and we want to get what
.sc have to have, but we have six months' period here to balance
out. We certainly would like to produce this over this six

months' period if we can, and we have already used up some of

MR, CHRISTY: How long is it going to take to

A Well, it will take about a week to get it all

assembled and in the mail.

MR. MORRIS: That would be fine -- why

MR. CHRISTY: We have no objection to that.

A Then we are out of the balancing period.

— MR. MORRIS: Mr. Examiner, I need to have a

ltain length of time after I receive the information.

l MR. UTZ: ©Oh, 1 see.

T T e —

MR. CHRISTY: Would it be fair that you make

your objections two weeks after the receipt of the objection?

MR, UTZ: Why don't we set a date of May 1lst?

cer-

(— MR, UTZ: How long will it take for you to give #\

l'—_'“.
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MR, CHRISTY: We can't guarantee he'll have it
within that time,

MR. UTZ2: Set your date as June 1 to give us the
information and give Mr. Morris until June 15th to answer. No
order will be written on the case until after June 15th.

A Mr. Examiner, may I ask Mr. Morris, at this time,
if there is anything else that he would like to discuss that
we might --

MR, CIIRISTY: Let's take it up after the hearing.

A All right.

MR. UTZ: Are there any other questions of the
witness?

MR, CHRISTY: If there are no other questions,
we would like to offer into evidence Applicant's Exhihit Onc
and the log being Applicant's Exhibit Two.

(Whereupon, Applicant's Exhibits One
and Two were offered for identification

MR, UTZ: Without objection those exhibits will
be entered into tho record in this case.
MR, MORRIS: No objection.

{Whereuvon, Applicant's Exhibits One
and Two were marked for identification.

MR, UT2Z: Since there is no rule in Order 2691

for an unorthodox location, you're actually asking for this

unorthodox location as an exception to the general Rule 104.

s
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A That is correct.,
MR, UTZ: The witness may bhe excused.
(Witness excused).
MR, UTZ: Any statements in this case?
MR, MORRIS: Yes, Mr. Fxaminer, just to summarize
Shell's nosition on this case very briefly, as I stated previ-
ously, we have no objection to the non-standard unit provosed

S A X - v » . o S A a N . E SN
DY Uil dppllicAailt LI Lade: Ja4 e Nno Lw

{
v
~
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¢
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I Tules regues-
ted in Case 3246, we have no objections to any of them except
Number 12 and as to Number 12, we have very serious objections.
The Commission, as far as I know, has never established retro-
active allowables in this tyne of situation, at least. It
would be a precedent and I think a dangerous precedent for the
Commission to do it in this case. I think it's bheen clearly
shown by the questions asked by the Examiner and the general
discussion here in the hearing, that it would be most diffi-
cult of the administration and that the exact effect of retro-
active rules upon all the possible variations that might occur
in the production of this well, of these gas wells, would be
most difficult to even f&resee at this time.

I think the only way that gas proration rules can be
effectively administered is to take the situation as you find

it and go forward from that pbint and that's what should be

done in this case. We have no objection to that being done in
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this case,.

We would point up perhaps a technicality here that
while Shell 0il Company certainly had notice, it was little,
that retroactive allowables were going to be requested in this
hearing, there is nothing in the call of the docket that would
indicate that. Had there been we certainly feel that there
would have been oihcr anrearances made here today to object to

the granting of retroactive allowables becausc as this Commission

has recently in the Indian 8asin Case become very aware, there

—ae e

retroactive allcwables should not bhe, and perhaps, cannot be,

considered by the Commission. The only other point I would
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like to make is that the Commission adopts, whatever rules the
Commission adopts, we would suggest that Rules 14 and 15 of the
Double-X Delaware rules be incorporated in order tu nave 2 f2ld
set of balancing provisions in the rules,.

MR, UTZ: Any other statements?
| MR. DURRETT: I wéuld like to state for the
record that the Commission has received a letter from Tidewater
stating that they concur with the proposed amendment and waive
objection to the granting of the non-standard unit; and we

have received a telegram from Cactus Drilling Company stating

that they concur with Shell 0il Company's stand in thesas cases,




~ ract 490
g ~ % MR. UTZ: Mr. rlanagan, do you know whether the
P z
4 z 11 wells in the gas cap have been producinq or not?
IS
& S MR. FLANAGAN: No, sir. I cannot give you that
e 2
Li 3 g information.
: Zz »
! s %
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DONALD FLANAGAN

Christy

Direction examination by Mpr.
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Cross E.amination LY Mr. Uiz
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DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY cory, CONVENTIONS

SPECIALIZ NG I1M:

« ALBUOUERQUE, NEW MEXICO

1120 StMMS BLDG. © p. O. BOX 1092 @ PHONE 243.6491
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STATE OF NEW MEXICO

COUNTY OF BERNALILLO

)
)
)

I, ADA DEARNLEY, Notary Puollc in and Jor the County

o' Bernalillo, Statce
the iorepoing and atb
the New Mexico 0il C
and that the same 18

my knowledge. skill

o New Mexico, do hereby certlfy that
tached Transcript ot Proceedings verore

N

onservation Commission was reported oy me:

a true and correct record tO the best ol \
!

and abliity.

WITNESS my Hand and Seal this dth day ol June,

1G05.

‘\ L ( -l/\ ">\_/ - <‘ xS oot ': e
4DA DEARNLEY

My Commission Expires:

June 19, 1967.
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