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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, HEW MEXICO 
MARCH 18, 19^9 

IN THE MATTER OF: 

CASE 1597 Application of the A t l a n t i c Refining Company 
fo r an order promulgating temporary special 
rules and regulations f o r the Horseshoe-Gallup 
O i l Pool i n San Juan County, New Mexico. Ap
p l i c a n t , i n the above-styled cause, seeks an 
order promulgating temporary special rules and 
regulations f o r the Horseshoe-Gallup O i l Pool 
i n San Juan County, New Mexico, to provide f o r 
80-acre proration u n i t s i n said pool. 

BEFORE: 

A. L . Po r t e r 
Murray Morgan 

T R A N S C R I P T O F P R O C E E D I N G S 

MR. PORTER: Pick up next Case 1597-

MR. PAYNE: Case 1597- Application of the A t l a n t i c 

Refining Company f o r an order promulgating temporary special rules 

and regulations f o r the Horseshoe-Gallup O i l Pool i n San Juan 

County, New Mexico. 

MR. HINKLE: I f the Commission please, I am Clarence 

Hinkle of Hervey, Dow & Hinkle of Roswell, appearing on behalf of 

the A t l a n t i c Refining Company. We have two witnesses whom I would 

l i k e to have sworn. 

(Witnesses sworn) 

MR. PORTER: At t h i s time I would l i k e to c a l l f o r 

other appearances i n Case 13*97 • 
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3 
MR. NEWMAN: K i r k Newman of Atwood & Malone of Ros

w e l l , and Guy B u e l l , Roswe l l , r e p r e s e n t i n g Pan American Petroleum 

C o r p o r a t i o n . 

MR. PORTER: Do you i n t e n d t o present tes t imony? 

MR. NEWMAN: No. 

MR. KELLAHIN: Jason K e l l a h i n of K e l l a h i n & Pox, 

Santa Pe, New Mexico, r e p r e s e n t i n g Tom Bolack . We w i l l h a v e no 

evidence to o f f e r . 

MR. VERITY: George V e r i t y of Farmington , r ep resen t 

i n g the Petro A t l a s , and I t h i n k we w i l l have one wi tness t o prese: 

MR. SPERLING: J . E. S p e r l i n g , r e p r e s e n t i n g Magnolia 

Petroleum Company.- "We w i l l not have any t e s t i m o n y . 

ROBERT S. AGATSTON, 

c a l l e d as a w i t n e s s , hav ing been f i r s t d u l y sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 

BY MR. HINKLE: 

Q, Sta te your name, p lease . 

A Robert S. A g a t s t o n . 

Q By whom are you employed? 

A The A t l a n t i c R e f i n i n g Company. 

Q I n what capaci ty? 

A I am D i s t r i c t Geologis t I n Durango, Colorado. 

Q, Have you p r e v i o u s l y t e s t i f i e d be fo re the New Mexico 

O i l Conserva t ion Commission? 

at . 
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A Yes, s i r , I have, s i r . 

Q, I n what ease? 

A I n Case 1596, which was concerned w i t h dua l comple

t i o n s i n the Horseshoe-Gallup F i e l d . 

Q> That was a t the l a s t r e g u l a r h e a r i n g , was i t not? 

A R i g h t . 

MR. HINKLE: Are h i s q u a l i f i c a t i o n s acceptable? 

MR. PORTER: Yes, s i r , they a r e . 

Q, Mr. Aga t s ton , have you made a study of the Horseshoe-

Gal lup Pool area? 

A Yes, s i r . 

Q, Are you f a m i l i a r with a l l of the production h i s t o r y 

and the d r i l l i n g of a l l the wells i n the area? 

A That's correct, s i r . I have examined most of the 

wells I n the area. 

C; Have you prepared a map which shows a l l of the wells 

i n the area, --

A That i s correct. 

Q, -- producing area? W i l l you refer to A t l a n t i c ' s ex

h i b i t 1 and explain to the Commission what i t shows? 

A Exhibit 1 i s a pool map of the Horseshoe-Gallup F i e l t i 

A t l a n t i c acreage I s shown I n pink. The one dot i s a well producing 

from what we have called the upper zone. The dot with a c i r c l e 

around I t i s a well producing from the upper and lower zones. A 

tri a n g l e represents wells that are producing from the lower zone 

D E A R N L E Y - M E I E R & A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C O 
Phone CHope) 3-6691 



only. There are about a hundred and t h i r t e e n producing wells on 

t h i s , w i t h i n the l i m i t s of t h i s productive area. About seventy-

f i v e of them are producing from the lower zone. P r a c t i c a l l y a l l OJ 

the wells are producing from the upper zone. The l i m i t s of the po<j)l 

have not been defined. There i s a dry hole, No. 31? I n the south

western portion of the f i e l d . There i s a gas well along the north-' 

western portion of the f i e l d , and there i s a dry hole here i n the 

southwestern p o r t i o n of the f i e l d . 

G, Prom what depths are the wells producing? 

A Anywhere from about 1300 to lSOO, most of them. 

Q They are a l l from the same reservoir and formation? 

A They are a l l producing from the Gallup formation. 

Q, Has the present production extended beyond the pre

sently defined l i m i t s of the pool? 

A I believe i t has, s i r , p a r t i c u l a r l y o ff i n the northf 

ern end, and they are extending production to the south end. 

Q, I s there any p o s s i b i l i t y that I t w i l l be extended to 

a s t i l l greater area? 

A I don*t think there i s any doubt that i t w i l l be ex

tended to a greater area. 

Q Approximately how many miles does i t cover at the 

present time? 

A Covers about four t ; f i v e miles i n length. 

Q, Have you prepared cross sections of the Horseshoe-

Gallup Pool? 
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A Yes, s i r . 

0, W i l l you ref e r to A t l a n t i c 8 s Exhibit ITo. 2 and explain 

to the Commission what i t shows? 

A Now here I w i l l concern myself only with the d i s t r i 

bution of the sands. The f i r s t , t h i s cross section i s a cross sec

t i o n which goes from the southeast end of the f i e l d to the north

west end of the f i e l d . I t i s approximately i n the center. The 

l i n e on top of the cross section represents a contour point that 

we use i n making our structure contour maps. The second l i n e i s tiie 

top of the Gallup i n t e r v a l i n the top of what we c a l l the upper zone. 

The l i n e below that represents a l i n e i n which we consider to be 

the base of prominent sand development i n the upper zone. The next 

l i n e represents the top of the lower zone, and the l i n e below that 

represents the base of what we consider prominent sand development 

i n the lower zone. The basal l i n e i s the top of the Juana Lopez 

senositee, which we consider to be a cor r e l a t i v e marker throughout 

the Horseshoe-Gallup F i e l d . 

Q, I s there a rather uniform thickness of the two zones 

throughout the producing area? 

A You w i l l notice that on t h i s cross section as you go 

from the southwest southeast, rather, to the northwest, there i s 

some v a r i a t i o n i n sand development. Sand varies from about 20 fee:; 

on to over 50 f e e t . There i s a thinning of the upper sand at the 

northwestern end of the f i e l d . Since we are p a r a l l e l i n g the de

velopment of the -- ess e n t i a l l y p a r a l l e l i n g the development of the 
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lower sand, i t i s a f a i r l y consistent thickness on t h i s p a r t i c u l a r 

cross section and. varies from about 15 to 20 feet to nearly h.0 feel; 

i n thickness. 

Does t h i s cross section show continuity of both zonej; 

throughout the f i e l d ? 

A This cross section i s designed to show that the sand 

development of the various wells I n the upper zone and lower zone 

i s e s s e n t i a l l y continuous from the southeast end of the f i e l d to 

the northwest end of the f i e l d . 

Q, What i s the thickness of the i n t e r v a l separating the 

two zones, approximately? 

A This varies. I t i s about 50 to as much as 100 feet 

on t h i s p a r t i c u l a r cross section. 

Q, What i s the type of zone that the i n t e r v a l i s made ut|> 

of? 

A The zone i s made up of t h i n sand stringers, sandy 

shale and shaly sand and some t h i n shale streaks. 

Q I s there anything else you would l i k e to t e l l the 

Commission w i t h respect to t h i s cross section? 

A No, si r. 

Q Refer now, to A t l a n t i c ' s Exhibit No. 3 and explain 

to the Commission what i t shows. 

A This i s a cross section going from the northern corner 

of Section 29, that i s , s t a r t i n g at Atlantic'.-s Well No. 25 to the 

southwestern corner of Section 31? that I s A t l a n t i c ' s Well No. 28. 
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This cross s e c t i o n i s designed to show t h a t there i s a continuance 

of sand a t r i g h t angles t o t h a t of cross s e c t i o n AA Prirae. You 

w i l l note t h a t there i s some t h i n n i n g of the upper sand i n the 

n o r t h e r n p a r t of the cross s e c t i o n where i t I s on ly about 20 f e e t 

t h i c k , and t h a t there i s a genera l t h i n n i n g of the sand i n t e r v a l t 

the southwest . You w i l l a l so n o t i c e t h a t the lower sand zone has 

shaled out t o the nor theas t and t h a t i t becomes t h i c k e r toward the 

center of the f i e l d , r i s e s i n the s e c t i o n , and u l t i m a t e l y i s cor 

r e l a t i v e w i t h the lower p a r t of the upper sand. 

Q Does t h a t show a merger of the two sands or a p p r o x i 

mate ly so? 

A Shows a merger i n the lower p o r t i o n of the upper san 

w i t h the upper p o r t i o n of the lower sand. 

Q, Does i t show t h a t there I s p robab ly communication 

between the two zones? 

A Trie sand zones are communicative. 

Q Now, r e f e r to A t l a n t i c ' s E x h i b i t I4. and - -

A This is- a s i m i l a r cross s e c t i o n t o the one you looke 

a t , and i t i s more i n the southwestern p o r t i o n of the f i e l d , I t 

s t a r t s i n Sec t ion 3k-> 1 b e l i e v e t h a t ' s E l Paso's No. 11 W e l l , and 

goes f r o m nor theas t t o southwest, to the Petro A t l a s "E" 1 . Aga in 

the upper sand zone i s cont inuous throughout the l i n e of cross 

s e c t i o n . The lower sand i s t h i n , absent i n the n o r t h e a s t e r n por 

t i o n of the cross s e c t i o n and t h i c k e n s t o as much as ir3 f e e t and 

maximum development, and then t h i n s and r i s e s i n the s e c t i o n u n t i l 

z> 
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i t i s c o r r e l a t i v e w i t h the lower p a r t of the upper sandy I n t e r v a l . 

Q E x h i b i t Jl, t hen , shows c o n t i n u i t y of the p roduc ing 

zones across t h a t p a r t i c u l a r cross sect ion? 

A This shows the c o n t i n u i t y of sand d e p o s i t i o n across 

the f i e l d f r o m the nor theas t t o the southwest i n bo th zones. 

Q Now, Mr. Aga t s ton , r e f e r r i n g back to E x h i b i t No. 1 , 

can you t e l l the Commission approx imate ly what percentage of the 

f i e l d has been so f a r developed on luO-acre spacing and what p o r t i o j 

has been developed on 80-acre spacing? 

A Approx imate ly 35 percent has been developed on 80-

acre spacing, 65 percent on i^O-acre spacing. 

Q Were a l l of these e x h i b i t s prepared by you or under 

your d i r e c t i o n ? 

A T h a t ' s c o r r e c t . 

MR. HINKLE: We would l i k e t o o f f e r i n evidence Ex

h i b i t s 1 through i | i n c l u s i v e . 

MR. PORTER: Wi thout o b j e c t i o n , the E x h i b i t s w i l l be 

a d m i t t e d . 

Q, (By Mr. H i n k l e } I n regard to your l a s t answer, i t I 

35 percent d r i l l e d on irO-acre l o c a t i o n , i s t h a t what you mean? 

A I mean t h a t 35 percent of the w e l l s are — 

q The wel l s? 

A - - i n the p roduc ing area, which I l i m i t approximatel ; 

here and down here , and up here are 80-acre l o c a t i o n s . 

Q, But there i s — where i s A t l a n t i c ' s acreage i n t h i s 

i 

3 
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p a r t i c u l a r pool? 

A A t l a n t i c I s the p inked i n area; i t i nc ludes these 

w e l l s , a l l the w e l l s i n t h i s f o u r - s e c t i o n b l o c k , and a d d i t i o n a l , 

a c t u a l l y f o u r w e l l s i n Sec t ion 19. 

Q, Have a l l of A t l a n t i c w e l l s been d r i l l e d on 80-acre 

spacing? 

A T h a t ' s c o r r e c t . We had one s l i g h t l y o f f l o c a t i o n due 

t o topography. 

MR. HINKLE: T h a t ' s a l l . 

MR. PORTER: Does anyone have a q u e s t i o n of Mr. 

Agatston? 

GROSS EXAMINATION 

BY MR. KELLAHIN: 

Q Dr . Aga t s ton , has A t l a n t i c c o n s i s t e n t l y developed 

t h e i r acreage on dO-acre spacing pa t t e rn? 

A You mean i n the Horseshoe-Gallup F i e l d ? 

Q. Yes. 

A Tnat i s c o r r e c t . 

Q, Has any other opera tor f o l l o w e d t h a t spacing p a t t e r n 

i n the pool? 

A W e l l , there are p laces here where 80-acre l o c a t i o n s 

are apparent . For example, I t would be hard to determine what the 

spacing p a t t e r n w i l l be over i n t h a t area and i n he re . These two 

w e l l s have been d r i l l e d on e i g h t i e s but we are , of course, the 

major proponents of the 80 acres . 
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MR. KELLAHIN: Thank you. 

MR. PORTER: Anyone else have a question? Mr.Verity 

CROSS EXAMINATION 

BY MR. VERITY: 

G; Doc tor , w i t h 80-acre spacing, are you recommending a 

p a t t e r n of development? 

A Now, I p r e f e r t o l e t the r e s e r v o i r people answer 

t h a t q u e s t i o n . 

MR. HINKLE: I f the Commission p lease , our next w i t 

ness w i l l go i n t o t h a t . 

MR. VERITY: I wi thdraw the q u e s t i o n . 

MR. PORTER: Did you have any f u r t h e r quest ions? 

MR. VERITY: No. 

MR. PORTER: No f u r t h e r questions? The witness may 

be excused. 

(Witness excused) 

DIRECT EXAMINATION 

BY MR. HINKLE: 

Q, State your name, please 

A Bruce Vernor. 

Q, By whom are you employed, Mr. Vernor? 

A The A t l a n t i c Refining Company. 

Q, I n what capacity? 

A I am area reservoir engineer f o r the Atlantic,Rocky 

Mountain Region, headquarters i n Casper, Wyoming. 

11 
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Q, Have you p r e v i o u s l y t e s t i f i e d be fo re the O i l Conser

v a t i o n Commission? 

A Yes, s i r , I have, i n Case 1596. 

MR. HINKLE: Are h i s q u a l i f i c a t i o n s acceptable? 

MR. PORTER: Yes, s i r , they are accep tab le . 

Q (By Mr. H i n k l e ] Have you made a study of the produc

t i o n h i s t o r y , w e l l l o c a t i o n and other data i n connec t ion w i t h the 

Horseshoe-Gallup Pool? 

A Ye s, I have. 

Q, Are you acquainted w i t h the mthods of w e l l completion 

A Yes, I am. 

Q, Have you compiled i n f o r m a t i o n r e l a t i v e t o the produc

t i o n ? 

A I have here E x h i b i t No. 5 which i s a t a b u l a t i o n of 

the o i l p r o d u c t i o n f r o m the Horseshoe-Gallup F i e l d f r o m October, 

1956, showing the number of w e l l s , the o i l p r o d u c t i o n by months, 

and the cumula t ive p r o d u c t i o n a t the end of each yea r . 

Q, Would you read the t o t a l s t h e r e , the t o t a l p roduc t io : 

A Yes. The t o t a l p r o d u c t i o n f o r 1958 was i |5l,l+78 bar 

r e l s . The cumulat ive p r o d u c t i o n at the end of 1958, 513?291 bar 

r e l s . And i n December of 1958 there were 74- w e l l s . 

0, Have you compiled any i n f o r m a t i o n r e l a t i v e t o the 

core data f r o m the d i f f e r e n t w e l l s where cores have been taken? 

A Yes, I have. E x h i b i t No. 6, which I would l i k e t o 

p o i n t ou t , i s two pages, showing the core a n a l y s i s of the average, 

1? 

I ? 
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core analysis f o r each of the 23 wells we have covered, showing 

the net pay, using a c r i t e r i o n of feet with permeability i n excess 

of one milladarcey, average porosity, t o t a l milladarcy feet or 

capacity, and average permeability. 

Exhibit 7 i s a summary of t h i s data shew ing that the At

l a n t i c Refining Company covered 23 wells on our A t l a n t i c Navajo 

lease and A t l a n t i c Navajo B lease were samples Included i n 

these averages. The weighted average porosity i s l6.1| percent; 

the weighted average permeability 156-3 milladarcies; the average 

net pay 19-3 f e e t , and our estimate of connate water based on our 

laboratory analysis i s 30 percent. 

G; Have you any information r e l a t i v e to w e l l pressures? 

A Yes, I do. 

Q, Refer to Exhibit 8 and explain to the Commission whal 

i t shows. 

A Exhibit No. 8 i s the — the graph which has been 

placed on the board. I would l i k e to point out that on the lower 

right-hand corner i s a scale p l a t showing the l o c a t i o n of the 

three wells involved which are the Navajo 1, 2 and 20, and they 

are the three wells, two of them i n the southeast quarter of Sec

t i o n 32, and one i n the southeast northeast of 32. The Navajo No. 

1 Well was pressure tested to September 30, 1958 immediately a f t e r 

the p o t e n t i a l t e s t . The i n i t i a l pressure measured was 215 PSIG, 

the datum of plus 1HL75* A l l the pressures I w i l l refer to are at 

the same datum. 
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December 10th, immediately a f t e r the p o t e n t i a l t e s t , I n i 

t i a l pressure of 205 PSIG- was measured i n the Navajo No. 20 Well, 

which I s a north offset to the Navajo No. 1. At the same time, 

w i t h the pressure bomb, we measured the pressure i n the Navajo No. 

2 Well and the Navajo No. 1 Well. At t h i s time the pressure i n thk 

Navajo No. 1 Well was 206 PSIG, and the -- beg your pardon -- Nava

jo's No. 1 pressure was 20IL PSIG, and No. 2, 206. You can see tha'; 

the three pressures a l l are very close at the right-hand side of 

the p l o t . 

Q, What does t h i s graph intend to show? 

A The i n i t i a l reservoir pressure I n tne Navajo No. 20 

Well was ten pounds more pressure than the i n i t i a l pressure mea

sured i n the Navajo No. 1 Well. This shows the Navajo No. 20 Well 

was d r i l l e d w i t h i n a drainage area of e a r l i e r wells. This p a r t i 

cular pressure decline h i s t o r y a c t u a l l y shows much greater than 

80-acre drainage. The nearest w e l l to the Navajo 20 at the time 

i t was d r i l l e d i s the Navajo No. 2 Well, which I s 2,010 feet away. 

This i s the radius of the 291-acre c i r c l e . 

Exhibits 9 and 10 are merely plots of the i n d i v i d u a l presj-

sure data from the Navajo 1, 2 and 20 Wells to show that we were 

measuring s t a b i l i z e d pressures so that there i s no question of fur j -

ther build-up on the pressures. You'll notice the Navajo 1 and 2 

pressures are on Exhibit 9, and they show no pressure Increase on 

the right-hand side of t h e i r p l o t , and likewise, the Navajo No. 2 

Well -- No. 20 Well — excuse me -- on Exhibit 10. 

i l k 
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Do you have any f u r t h e r comment with res pect to Ex

h i b i t s 6, 9 and 10? 

A No, I don't. 

Q Have you made any other pressure tests other than 

shown by those Exhibits? 

A Yes s i r . We have run two more pressure surveys, 

one of them on the Navajo 3 and 19. The Navajo 3 i s northwest 

northwest of Section yd, Navajo 19 northwest southeast of Section 

30, and an addi t i o n a l test i n the Navajo "B" 1, which i s i n the 

southeast southwest of the Section 19. I might mention t h i s block 

i s our Navajo "B" lease. On January 31st, 1959 we measured the 

pressure at 212 pounds i n the Navajo No. 8 a f t e r production of 

some k700 barrels of o i l . We at the same time measured a. pressure 

of 21i| pounds as an i n i t i a l pressure on the Navajo No. 19 Immedi

ately a f t e r the p o t e n t i a l t e s t . These pressures don't show the 

s t r i k i n g example that we've shown on our Exhibit 8. However, they 

are very close together even though one of them i s an I n i t i a l pres-

sure and the other pressure i s measured on the No. 8 a f t e r produc

t i o n of L|_,792 barrels of o i l . On March 3^d, 1959 we ran an i n i t 

i a l pressure test i n the Navajo No. 8, measured 212 pounds and i n i 

t i a l pressure on the Navajo "B" 1 of 21. pounds. These pressures 

don't show quite the same picture that we have on our Exhibit 8. 

However, the areaaround the Navajo "B" 1 Well based on our average 

permeabilities on Navajo No. 9 and "B" 2, the average permeability 
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around the Navajo "B" 1 i s lower than around the other w e l l s we 

have been d i s c u s s i n g , and I w i l l show l a t e r lower p e r m e a b i l i t y . 

The t ime r e q u i r e d to show the pressure drop i s g r e a t e r . I n o ther 

words, i t j u s t h a d n ' t happened at the time we measured i t , but i t 

w i l l happen l a t e r . 

Q, Mr. Vernor , have you made a drainage c a l c u l a t i o n 

u s ing average r e s e r v o i r and f l o o d c h a r a c t e r i s t i c s f r o m the Horse

shoe-Gallup Pool? 

A Yes, I have. I r e g r e t a t the moment t h a t I on ly 

have one copy of E x h i b i t 1 1 , but we have more be ing reproduced 

r i g h t now. We w i l l be able t o g ive them t o you r i g h t a f t e r l u n c h . 

E x a i b i t 11 i s a r e p r o d u c t i o n of the a r t i c l e appearing i n 

the August , 1956 Petroleum Engineer , s t a r t i n g on Page B-171 by 

Robert G. N i s l e . He i s i n the research d i v i s i o n of the P h i l l i p s 

Petroleum Company at B a r t l e s v i l l e , Oklahoma. Mr. N i s l e shows h i s 

d e v i a t i o n of a method of c a l c u l a t i n g the p roduc ing t ime r e q u i r e d 

to e f f e c t a g i v e n pressure d r i f t f r o m any g i v e n r a d i u s f r o m a w e l l 

us ing the r e s e r v o i r p r o p e r t i e s and f l o o d p r o p e r t i e s . H i s work i s 

based on works by Muskat, D. R. Horner , and A. P . Everd igen . I 

have used t h i s t o determine the e f f e c t of a one-pound pressure 

drop a t the outer boundary of an 80-acre c i r c l e . Using the f o l l o w ' 

i n g p r o p e r t i e s , a v i s c o s i t y of I.6I4. c en te rpo l se , a volume f a c t o r 

of 1.077j a p r o d u c t i o n r a t e of 50 b a r r e l s of o i l per day, a com

p r e s s i b i l i t y of r e s e r v o i r f l u i d s bo th o i l and water of 5-84 bar

r e l s change i n volume per m i l l i o n b a r r e l s of f l u i d per pound 
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change i n pressure, a. 16.Ji percent porosity, and o i l permeability 

of 79 milladarcies, and 19 • 3 feet f o r the thickness. These core 

data are from our Exhibit 7 with the exception that I have assumed 

that the o i l permeability would be one-half of the measurable per

meability. I calculate a one-pound pressure drop would occur 1,05| 

feet from the well bore a f t e r 96 days production at SO barrels of 

o i l per day, using our average reservoir'properties. 1,053 feet 

i s a radius of an 80-acre c i r c l e . I f a one-pound pressure drop 

can occur at t h i s distance i n a l i t t l e over three months, a f a r 

greater pressure drop w i l l occur i n one or two years at t h i s dis

tance, or by the same reasoning, the one-pound pressure drop w i l l 

occur at a f a r greater distance a f t e r a producing time of one or 

two years. 

Q, I s t h i s type of calcu l a t i o n generally accepted I n 

the industry? 

A I believe i t i s . We use i t quite often. Mr. Nisle'^ 

paper was published i n August of '56. 

Q Have you made a comparison of the permeability char

a c t e r i s t i c s of the B i s t i Pool with the Horseshoe-Gallup Pool? 

A Yes, s i r , I have. 

Q What i s the re s u l t of your comparison? 

A I made a general comparison of the permeability 

shown at the hearings on the B i s t i F i e l d . The average permeability 

f o r B i s t i appears to be around 10 mllladarcies, some cases more, 

some less. We have shown on our Exhibit No. 7, we have an average 
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p e r m e a b i l i t y of 157-3 m i l l a d a r c i e s f o r the 23 w e l l s A t l a n t i c has 

cored. I n B i s t i , the opera tors were able t o show, over a pe r iod 

of t ime , 80-acre drainage beyond a doubt by s u b s t a n t i a l pressure 

measurement or pressure dec l ine i n s h u t - i n w e l l s due t o the produc

t i o n of the o f f s e t w e l l s . Our p e r m e a b i l i t y here i s r o u g h l y f i f t e e n 

t imes t h a t i n B i s t i . 

Q, Are the c h a r a c t e r i s t i c s of the f i e l d s o therwise 

q u i t e s i m i l a r , t ha t i s , genera l c h a r a c t e r i s t i c s ? 

A They do produce f r o m the same zone. My p o i n t here 

i s t h a t we have not as y e t had t ime to show the weight and mass of 

data the opera to r s were able t o show; i n B i s t i we have much h igher 

p e r m e a b i l i t y , and there i s no reason to say t h a t one w e l l w o u l d n ' t 

d r a i n f a r I n excess of 80 acres i n the Horseshoe-Gallup F i e l d . 

Q, And 80-acre spacing i s i n e f f e c t i n the B i s t i area, 

i s i t now? 

A Yes, i t i s . 

Q, How, f r o m your study of a l l the i n f o r m a t i o n which 

you had a v a i l a b l e t o you , what i s your o p i n i o n as t o whether or 

not one w e l l w i l l e f f e c t i v e l y and e f f i c i e n t l y d r a i n 80 acres or mo?e? 

A I f e e l t h a t one w e l l w i l l e f f i c i e n t l y and c e r t a i n l y 

economica l ly d r a i n f a r i n excess of 80 acres . 

Q, Do you know of any reason why t h i s f i e l d should be 

developed on l |0-acre bas i s , l |0-acre spacing? 

A I know of none. 

Q State whether or not substantially the same amount 
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of o i l would be produced on 80-acre spacing as J+O-acre spacing. 

A Yes, s u b s t a n t i a l l y the same amount of o i l w i l l be 

produced on 80-acre spacing as would be produced on I).0-acre spac

i n g . 

Q, W i l l 30-acre spacing e l i m i n a t e the d r i l l i n g of un

necessary we l i s? 

A Yes, I t w i l l . 

Q Prom an economic s t andpo in t , what savings , I f any, 

w i l l be e f f e c t e d by deve lop ing the poo l on 80-acre spacing? 

A Speaking f o r the moment of the A t l a n t i c Navajo 

leases, we es t imated t h a t based on the p r e s e n t l y de l inea t ed f i e l d 

t ha t we would have 66 w e l l s under !j.0-acre development; 68 - - ex

cuse me - - 3k- w e l l s on 80-acre development. We es t imate I t w i l l 

cost us §2J | ,600 t o d r i l l , equip w i t h pumping u n i t , and set the 

necessary surface equipment f o r each w e l l . The t o t a l of $836,000 

we w i l l have t o spend to d r i l l the other 3̂4- w e l l s , which we say 

are not necessary. 

Q I b e l i e v e you heard the tes t imony of Mr. Aga t s ton 

t h a t there i s a l o t of the area t h a t I s undeveloped a t the present 

time? 

A Ye s. 

Q, And i t may extend over severa l m i l e s and i n c l u d e a 

l o t of o ther acreage. I s i t t r u e t h a t i f i t i s developed on 80 

acres and I t does extend over a g rea te r area t h a t i t would save 

perhaps seve ra l m i l l i o n dolla .rs? 
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A T h a t ' s very p o s s i b l e . 

0, Are the c h a r a c t e r i s t i c s of the Horseshoe-Gallup Pool 

such t h a t i t w i l l lend i t s e l f t o some method of secondary recovery? 

A Yes, I b e l i e v e t h a t they a r e . I n f a c t , based on 

our p r e l i m i n a r y work, i t appears t h a t the recovery by, f o r example, 

water f l o o d i n g , would be more than twice as h i g h as the recovery 

by p r i m a r y . 

Q, I s there any reason why t h i s f i e l d cannot be j u s t 

as e f f e c t i v e l y water f l o o d e d under 80-acre spacing as under J4.O-

acre spacing? 

A No, there i s n o t . I might speak of p a t t e r n f o r a 

moment. On 60-acre spacing, i f you w i l l look a t the map, the 

w e l l s r u n d i a g o n a l l y ; a l l you have to do i s r o t a t e the map I4.5 de

grees, and you w i l l f i n d you have the same square you have on I4.O— 

acre spacing, so the d i f f e r e n c e I s on ly i n degree. The r e l a t i v e 

l a y o u t i s the same so f a r as the p a t t e r n of f l o o d i n g I s conce rned» 

Q, Has A t l a n t i c made a study at the present t ime of 

p o s s i b i l i t y of water f l o o d i n g , or do you i n t e n d t o make a study 

f o r t ha t purpose? 

A We have been g a t h e r i n g data w i t h a water f l o o d 

study i n mind , and as soon as we are able t o t e l l how much of our 

leases w i l l be p r o d u c t i v e , we w i l l s t a r t a f u l l scale s tudy . 

Q, What recommendations do you have to make to the 

Commissi on, i f any, w i t h respect t o the adop t ion of s p e c i a l f i e l d 
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r u l e s f o r the Horseshoe-Gallup Pool? 

MR. PORTER: Mr. H i n k l e , may I i n t e r r u p t a t t h i s 

p o i n t ? I w i l l recess the h e a r i n g u n t i l o n e - t h i r t y . 

(Recess) 

MR. PORTER: The meet ing w i l l come t o o rde r . Mr. 

H i n k l e , w i l l you proceed w i t h your examinat ion of the witness? 

Q, (By Mr. H i n k l e ) Mr. Vernor , be fo re proceeding t o 

answer my l a s t ques t i on , I wish you would r e f e r t o A t l a n t i c ' s Ex

h i b i t Ho. 1 and e x p l a i n t o the Commission what i t shows w i t h r e f e r 

ence t o the development on 80-acre spacing and i |0-acre spacing. 

A I would l i k e t o p o i n t out the number t h a t Mr. 

Agats ton gave r e f e r r e d t o the number of w e l l s developed on ij.0 or 

80-acre p a t t e r n . As you can see f r o m l o o k i n g a t E x h i b i t 1 , almosl 

h a l f the f i e l d f r o m the area s tandpoin t i s developed by 80-acre 

p a t t e r n . 

Q, Before we r ecessed , I asked you what recommendations 

do you have t o make t o the Commission w i t h respect t o the adop t ion 

of f i e l d r u l e s f o r the Horseshoe-Gallup P o o l . 

A That 80-acre spacing and p r o r a t i o n u n i t s should 

cons i s t of 80 acres , more or l e s s , c o n s t i t u t i n g the n o r t h h a l f , 

south h a l f , east n a i f or west h a l f of a s i n g l e governmental quar

t e r s e c t i o n . That a l l w e l l s s h a l l be l o c a t e d w i t h i n 33° f e e t of 

the center of e i t h e r quar t e r qua r t e r s e c t i o n or l o t of such spac

i n g or p r o r a t i o n u n i t . I might p o i n t out t h a t we have no o b j e c t i o i 

t o a f i x e d s p e c i f i c a t i o n of the u n i t s , t h a t i s , t h a t they a l l r un 
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north or south or east and west. The only reason we didn't specif 

one was because of the nature, some of the f i e l d s down here with 

more wells on i t . Also, we have asked f o r 330 foo t tolerance on 

location because of the very rough topography that we have on the 

northern part of the Horseshoe-Gallup F i e l d . We also wouldn't ob

ject to a lesser l i m i t a t i o n . However, i t would require more ex

ception hearings because of the topography. Also, that each 80-

acre spacing u n i t should be assigned an 80-acre proportional 

f a c t o r of two f o r allowable purposes , and i n the event there i s 

more than one well i n an 60-acre proration u n i t , the operator 

should be permitted to produce the unit allowable f o r said wells 

i n any proportion, a nd each operator shall have the r i g h t to d r i l l 

a well on either or both of the components quarter quarter sec

t i o n or l o t s , of each 80-acre spacing or proration u n i t . That an 

exception should be made as to any wel l d r i l l e d to or completed 

i n the Horseshoe-Gallup O i l Pool not i n conformity with the spac

ing requirement p r i o r to the time the order i s entered establish

ing special rules and that where, on account of the t r a c t a l acre

age involved, any quarter quarter section or l o t , the 80-acre u n i t 

i s more or less than 80-acre, i t shall be granted an allowable i n 

proportion to the number of acreages actually contained i n the 

u n i t . 

Q Are those recommendations so f a r substantially the 

same as those i n eff e c t i n the B i s t i area? 

A They are wi t h the exception of the two items I just 

T 
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mentioned. The B i s t i F i e l d rules allow 100 f o o t tolerance, and 

they specify, I believe, east west o r i e n t a t i o n of the 80-acre 

u n i t . Those are the only differences. 

Q. What f u r t h e r recommendations do you have? 

A The temporary order f o r one year shall be granted 

to allow gathering of data to f u r t h e r substantiate that 80-acre 

drainage i s e f f i c i e n t . I recommend f u r t h e r that A t l a n t i c be given 

permission to shut i n one or more wells and transfer the allowable 

tc other wells on the lease. This well could be used as a key 

wel l f o r pressure surveys run at i n t e r v a l s to show the r e s u l t i n g 

pressure decline even though the well i s shut i n while the sur

rounding wells a.re produced. Of course, we l i k e to work out a 

te s t i n g program to the s a t i s f a c t i o n of the Commission s t a f f . 

G; I s there any p o s s i b i l i t y that withdrawals over a 

period of a year w i l l r e sult i n a s i t u a t i o n where i t would not be 

economical to go back and d r i l l the u n d r i l l e d l+O-acre u n i t s , i n 

the event i t i s not conclusively shown during the one-year period 

that one well would drain 30 acres or more? 

A Ho, there i s no p o s s i b i l i t y that that w i l l occur. 

The reserves are such that they should s t i l l be s u f f i c i e n t to 

j u s t i f y from an economic standpoint. 

Q Were Exhibits 1 to 10 inclusive prepared by you or 

under your direction? 

A Yes, they were. 

MR. HINKLE: We would l i k e to o f f e r i n evidence 
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Exhibits $ to 11 incl u s i v e . 11 i s the a r t i c l e taken from the 

journal. 

MR. PORTER: Without objection, the Exhibits w i l l 

be admitted. 

Does anyone have any questions of Mr. Vernor? Mr. Ve r i t y . 

GROSS EXAMINATION 

BY MR. VERITY: 

Q Mr. Vernor, I didn't f o l l o w you r e a l closely with 

your recommendation pattern. Would you give us that again, please 

A I merely l e f t i t opened that any half of a. quarter 

section could be assigned as the proration u n i t , that i s the east 

h a l f , west h a l f , north h a l f or south h a l f . Naturally, you would 

have to be consistent on what you assign. 

Q And your spacing w i t h i n that oO-acres? 

A 330 from the center of either component quarter 

section. I n other words, the same tolerance that's now i n e f f e c t 

on statewide except that you couldn't move r i g h t to the center 

of the 80-acre u n i t . 

C; I n other words, i f I understand you then, 330 feet 

from either one of the f o r t i e s or eith e r half? 

A That's r i g h t . 

G4 Under that spacing, then, i t would be possible f o r 

an i n d i v i d u a l t o d r i l l a w e l l on approximately the south one-eightjh 

of the 80 acres, i s n ' t that correct? 

A Yes, that would be correct. I might point out that 
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25 
P e t r o - A t l a s w e l l s and q u i t e a number of E l Paso's are d r i l l e d i n 

j u s t t h a t f a s h i o n a t the moment. 

Q, And i f you were p e r m i t t e d to d r i l l on, say, the 

south one-ha l f of an 30-acre t r a c t , under c e r t a i n c i rcumstances , 

i t could be pos s ib l e a man could be d r i l l i n g on ly 20 acres of 

p r o d u c t i v e o i l and have an 80-acre a l l o c a t i o n , i s n ' t t h a t co r rec t ? 

A T h a t ' s t r u e . However, I t h i n k the burden of proof 

l i e s on the opera tor t o show t h a t the u n i t he proposes t o ass ign 

t o h i s w e l l i s p r o d u c t i v e , and the same s i t u a t i o n can occur on J4.0-

acre spacing. 

Q; Have you made any recommendation, or do you make 

any recommendation as t o the r u l e w i t h regard t o how an opera tor 

s h a l l dedicate a f u l l 80 acres t o one w e l l ? What procedure should 

be f o l l o w e d ? 

A Fo l low the p l a t , I suppose, on the o r d i n a r y f a s h i o n 

Q, Do you t h i n k t h a t o p i n i o n might vary as t o whether 

or not t h a t t r a c t was u n d e r l a i n by p r o d u c t i v e fo rma t ion? 

A I t h i n k t h a t would be the sub jec t f o r a h e a r i n g . 

Q Do you recommend t o the Commission t h a t a h e a r i n g 

be h e l d whenever i t i s requested w i t h regard to whether or not a 

f u l l 80 acres i s? 

A I t h i n k t h a t would be au tomat ic , i f someone asked 

f o r and requested the a s s ign ing of acreage t o a p r o r a t i o n u n i t . 

Wouldn ' t anyone ask ing f o r a h e a r i n g be granted a h e a r i n g , Mr. 

Por te r? 

» 
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MR. PORTER: T h a t ' s r i g h t . 

Q (By Mr . V e r i t y ) My ques t ion i s t h i s , would you 

recommend i t t o the Commission t h a t a h e a r i n g be granted? I gather 

t h a t you would f r o m your — 

A I w i l l be q u i t e w i l l i n g t o recommend t h a t , yes . My 

p o i n t i s t h a t I d o n ' t t h i n k i t i s necessary t h a t I recommend. I 

t h i n k t h a t i s i m p e r a t i v e . 

Q W e l l , p robably we d o n ' t have any argument, then , i f 

you so f e e l , but i t seems t o me tba t the re should be,under these 

f a c t s which you have s ta ted he re , t h a t i t i s necessary t h a t there 

be some mechanics i n these r u l e s t h a t w i l l i n su re t h a t a h e a r i n g 

w i l l a u t o m a t i c a l l y r e s u l t i f anyone r a i s e s a ques t ion about i t . 

A W e l l , the B i s t i seems t o be o p e r a t i n g very n i c e l y 

w i t h o u t such a r u l e or r e g u l a t i o n . . . 

G4 W e l l , we might have a d i f f e r e n t set of f a c t s i n 

B i s t i . I d o n ' t t h i n k B i s t i i s here i n q u e s t i o n . 

A T h a t ' s q u i t e t r u e . I might p o i n t out t h a t I t h i n k 

the same ques t ion cou ld be r a i s e d about ij.0-acre l o c a t i o n s as you 

are r a i s i n g about 80-acre l o c a t i o n ; might take the f o u r w e l l s 

of P e t r o - A t l a s on the nor thwest qua r t e r of Sec t ion 5 as a case i n 

p o i n t . 

Q, Of course, i f you have I4.O acres , the e v i l would o n i 

be less than h a l f of what i t might be I n an 80-acre t r a c t ? 

A Th i s i s p o s s i b l e i n a s i t u a t i o n i n which bo th w e l l s 

w i l l be d r i l l e d a t one end of the t r a c t . For i n s t a n c e , take these 

f 
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f o u r w e l l s f o r a moment, and take these two ou t , a s s i gn ing 80 acres 

t o these two w e l l s . The two east w e l l s i n the no r theas t qua r t e r oi 

Sec t ion 5, on a u n i f o r m 80-acre p a t t e r n , any l o c a t i o n you p i c k , anj 

way you o r i e n t the u n i t s , you have the w e l l s staggered such t h a t 

you have more i n f o r m a t i o n than you have i n the case where bo th wel ] 

were a t the same ends of the u n i t s . And as f a r as t h a t goes, we 

w i l l be q u i t e w i l l i n g f o r a f i x e d p a t t e r n i n a p a r t i c u l a r d i agona l 

a r r a y f o r 80-acre spacing. The o n l y reason we d i d n ' t recommend 

one was because of the development we would have done he re . As yot 

can see, we have developed on a u n i f o r m 80-acre spac ing . The w e l l 

Mr. Aga t s ton brought t h i s morning, Fo. 29, was o f f p a t t e r n , but 

s t i l l i s e s s e n t i a l l y on p a t t e r n , and was moved because of the Chim

ney Rock, I b e l i e v e they c a l l i t . 

Q, W e l l , as I understand i t , you would have no o b j e c t i o r 

a t a l l t o anybody be ing r e q u i r e d t c make proper p r o o f , and i f ques

t i o n a r i s e s , a h e a r i n g to be h e l d as t o whether or not they are en

t i t l e d , t o a f u l l 80-acre spacing? 

A No, I see no o b j e c t i o n t o t h a t . 

MR. VERITY: T h a t ' s a l l . 

A I might say we d o n ' t i n t e n d t o a s s ign any acreage 

t h a t i s not p r o d u c t i v e t o our w e l l , so we c e r t a i n l y c o u l d n ' t ob

j e c t to i t . 

MR. PORTER: Does t h a t conclude - -

MR. VERITY: T h a t ' s a l l the ques t ions I have. 

QUESTIONS BY MR. PORTER: 

s 
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Q, Mr. Vernor , i n answer t o Mr. H i n k l e 1 s ques t ion t h i s 

morning , I b e l i e v e you sa id t h a t s u b s t a n t i a l l y the same amount of 

o i l would be recovered f rom one w e l l i n 80 t h a t might be expected 

t o be recovered f r o m two w e l l s — 

A Yes, s i r . 

Q, — on an 30? Would you care t o es t imate a percentag 

of the rese rves , recoverab le reserves t h a t migh t be l e f t i n the 

ground as a r e s u l t of 80-acre p r o r a t i o n u n i t s ? 

A W e l l , f r o m my p o i n t of view, there w o u l d n ' t be any. 

I w i l l t e l l you the reason I say t h a t . A l l t h a t would be r e q u i r e 

t o recover the same amount of o i l would be a u n i f o r m comparable 

pressure d i s t r i b u t i o n and obv ious ly the pressure d i s t r i b u t i o n would 

be d i f f e r e n t i n one w e l l f r o m two w e l l s , bu t we a lso have the 

economic l i m i t s t o consider f o r two w e l l s . L e t ' s say f o r a moment 

t h a t the economic l i m i t would be three b a r r e l s a day, which i s a 

reasonable number i n t h i s case, one w e l l on 80-acre spacing would 

be three acres f o r the u n i t ; f o r two w e l l s , i t would be s i x b a r r e l s 

a day, so t h a t you can a c t u a l l y produce the one w e l l t o the p o i n t 

t h a t you have a pressure drawdown of s u f f i c i e n t magnitude a l l over 

the u n i t s , and I d o n ' t fo resee t h a t there would be any l e s s o i l re

covered on 80-acre spacing, e s p e c i a l l y i n view of your i n t e n t t o 

secondary r ecove ry . 

Q I t would be your answer t h a t you would recover f r o m 

one w e l l as much as you would f r o m two? 

A Y©s, s i r , you would recover as much. 

d 
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MR. PORTER: Does anyone else have a question of the 

witness? 

QUESTIONS BY MR. NUTTER: 

Q, Mr. Vernor, I note on your Exhibit 6 where you have 

depicted the average permeability f o r various wells that you have 

covered, — 

A Yes. 

Q, — and also the t o t a l milladarcy feet f o r the v a r i 

ous wells that there doesn't seem to be any d i r e c t c o r r e l a t i o n be

tween the number of fe e t of net pay and ths t o t a l milladarcy f e e t . 

What i s your explanation of that? For example, Mr. Vernor, Navajo 

No. 1 has 111 feet of net pay and a t o t a l milladarcy feet of 3,907, 

whereas Navajo No. 5 also has lj.1 feet of pay and a t o t a l milladarcy 

feet of 3jlij-l» I n other words, the No. 1 has three times as many 

milladarcy feet f o r the same amount of net pay that the No. 5 has. 

A That's only a r e f l e c t i o n of the average permeabllit 

being lower f o r the No.5 than f o r the No. 1. 

Q, Would also the case of the No. 25 having 7 net feet 

of pay and 27.3 milladarcy f e e t as compared with the Navajo "B" 3 

having 7 feet and 99l| milladarcy f e e t , would that be a r e f l e c t i o n 

of v a r i a t i o n of permeability? 

A Yes, because you w i l l note the permeability f o r 

Navajo 25 i s li, where as llj-2 f o r Navajo "B." 

Q There i s a wide discrepancy .• i n the permeability 

encountered i n the wells? 

y 
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1 

A There i s considerable v a r i a t i o n , but even i i i t i i l l a d a r 

i s p r e t t y good permeability. 

C; There i s less l i k e l i h o o d when you have low permea

b i l i t y that you w i l l drain a larger area than when you have low, 

i s i t not? 

A My point of view on that i s that once you can show 

continuity i n a reservoir drainage over any specific area i t I s a 

question of time; permeability would be re f l e c t e d i n time. 

Yes, i t i s true that on a lower permeability i t w i l l take longer 

to drain a given area, but you can s t i l l drain i t . 

G; I see. 

A That Exhibit 11, or at least the calculations I made 

based on Exhibit 11,reflect that property. 

Q Now, on your Exhibit No. 3, Mr. Vernor, the pressure 

shown at the end of September, 1953 f o r th? Navajo No. 1 was the 

i n i t i a l pressure, i s that true? 

A Yes, s i r . 

Q; Had any production been taken from the well at a l l ? 

A The well had been potentialed, that was a l l . That's 

true of a l l the i n i t i a l pressures I referred to. The wells had 

been potentialed and immediately shut i n . 

Q Had some withdrawals been made from Navajo No. 20? 

A I t had been potentialed. 

Q That's a l l ? 

A That's a l l . 

cies 
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Q Do you think that the f a c t that the Uo. 20 Well has 

only 15 feet of net pay as compared to the No. l T s . . I4.0 feet of net 

pay might have been one of the differences there i n the bottom hole 

pressure a f t e r p o t e n t i a l had been taken? 

A No, I don't think that i s l i k e l y because that would 

imply that our pressure was not f u l l y b u i l t up. 

Q You have less reserves i n the No. 20 than you have 

i n the No. 1, probably, haven't you? 

A Yes. 

Q; And on a p o t e n t i a l test you would have taken a 

larger percentage of the t o t a l reserves i n the No. 20 than you 

would the No. 1? 

A The difference between the percentage of 200 barrels 

i n the reserves, true, would be greater percentage, but the per

centage would s t i l l be extremely small, and with a s t a b i l i z e d or 

f u l l y b u i l t - u p pressure such as we have here, we,even with, say, a 

hundred barrels production momentarily drawn down to pressure, 

again r e f e r r i n g to Exhibit 11, i t couldn't have drawn i t down very 

f a r away i n that length of time. 

Q, So you f e e l that the difference i n the thickness of 

the pay on the two wells has no bearing on t h i s pressure r e l a t i o n 

ship of the two? 

A No, I don't believe i t would. I f we had more pro

duction out of No. 20 than ju s t the p o t e n t i a l , I would have to con

cede your point, but with j u s t the p o t e n t i a l t e s t I can't see that 
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that would Influence the pressure at a l l . For Instance, looking 

at Exhibit 10, you can see i t only took about 74 hours to b u i l d up 

from the i n i t i a l measured pressure of 133 pounds to a f u l l y 

s t a b i l i z e d pressure of 205. 

G; What I s the average cost of d r i l l i n g one of these 

wells, Mr-. Vernor? 

A $214,600, including pumping uni t and surface equip

ment . 

Q, What's the value of the reserves, primary reserves 

under a l}.0-acre t r a c t , on the average? 

A I don't have an average f i g u r e offhand, but I think 

I can answer your question. We are not pleading we can't af f o r d 

to d r i l l wells on InO acres here. We are saying that d r i l l i n g them 

would r e s u l t i n unnecessary wells and unnecessary expense. I n 

other words, we can do better on 80. I don't have an average reser

vo i r f i g u r e at hand f o r the whole on our whole'lease. 

Q Well, I noted that on your d i r e c t testimony you 

stated that one w e l l would e f f e c t i v e l y and c e r t a i n l y economically 

drain 80 acres, and you underlined " c e r t a i n l y economically." A wel l 

would c e r t a i n l y economically also drain I4.0 acres, wouldn't i t ? 

A It would be more economical for one well to drain 8C 

acres, and we cut our investment in half for the same return, es

sentially. That's one major course left opened to us to reduce our 

cost per barrel in order to compete with that bugaboo of foreign oil. 

Q, I see. I f the pool were developed on Lj.0-acre spac-
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ing, and then i n the event of water flooding -- every other well 

were converted t o a water i n j e c t i o n well?-one I n j e c t i o n w e l l would 

then oe i n a po s i t i o n to f l o o d 80 acres, i s that right? 

A You are t a l k i n g about a 

Q, Without d r i l l i n g a d d i t i o n a l — 

A Five spot floo d on iuO acres? 

Q. Yes, yes, s i r . 

A Oh, I see what you are getting a t . Yes, s i r , that's 

r i g h t . 

Q, And i f i t were d r i l l e d on 80 acres, then one well 

would be I n a pos i t i o n of having to fl o o d 160 acres? 

A That's what i t would p l o t out. Let's postulate 

the pattern of f l u i d , and we haven't studied the f i e l d to the point 

where we can say what type of flood we could use. I mean i t could 

be a f i v e spot or i t could be a nine spot, and a nine spot has 

three producers per i n j e c t o r , which would reduce the fa c t o r that 

you are r e f e r r i n g t o . 

In view of t h i s wide v a r i a t i o n i n permeability that 

you were mentioning a while ago, do you f e e l that there would be 

any more l i k e l i h o o d of water by-passing certain sands and streaking 

through more permeability areas i f i t were flooded on a very wide 

spacing pattern than on a smaller spacing pattern? 

A No, I r e a l l y don't, because with the v a r i a t i o n w i t h i 

the f i e l d I think you have the same v a r i a t i o n between the lj.0-acre 

wells as between the 80's. I don't think that having more wells 

n 
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would, i n e f f e c t , say, average out the p e r m e a b i l i t y b e t t e r . Our 

core data would be no d i f f e r e n t on l^O-acre spacing than on 80 be

cause we have covered approximate ly one w e l l per qua r t e r s e c t i o n . 

We w o u l d n ' t core any more on c lose r spacing, so we would have the 

same da ta . 

Q And you w o u l d n ' t have any more l i k e l i h o o d of permea

b i l i t y changes - -

A The p e r m e a b i l i t y — 

Q, — f r o m 80-acre l o c a t i o n than you would i n i |0-acre 

l o c a t i o n ? 

A The p e r m e a b i l i t y change i s there on e i t h e r spacing. 

I f they are s i g n i f i c a n t , they w i l l be s i g n i f i c a n t on e i t h e r spac

i n g . I mean, we would at tempt t o , oh, f o r example, make an i s o -

p o r o s i t y , r a t h e r iso-volume and i s o - p e r m e a b i l i t y map, and t r y t o 

balance our i n j e c t i o n r a t e such as t o m a i n t a i n a r e l a t i v e l y u n i f o r m 

f r o n t a l advance on the f l o o d . 

Q One i n j e c t i o n w e l l f l o o d i n g 160 acres , however, 

would be more l i k e l y t o encounter d r a s t i c changes i n p e r m e a b i l i t y 

i n t h a t 160 acres than one i n j e c t i o n w e l l f l o o d i n g 80 acres , 

w o u l d n ' t i t ? 

A I d o n ' t t h i n k t h a t one w e l l i n 160 would have any 

more l i k e l i h o o d than two i n j e c t i o n w e l l s i n t h a t same 160. I mean 

the p e r m e a b i l i t y v a r i a t i o n s are t h e r e ; i n e i t h e r case we've got the 

f l o o d through them, across them or around them i f the re are su f 

f i c i e n t changes. I might add t h a t t h i s one m i l l a d a r c y c r i t e r i a 
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f o r net pay i s r a t h e r a r b i t r a r y . I t might be we might have t o go 

lower than t h a t , which would change the p i c t u r e aga in . 

Q, Mr. Vernor , i n view of the f a c t of the l|_0-acre p r o 

p o r t i o n a l f a c t o r s as w e l l as the 30-acre p r o p o r t i o n a l f a c t o r s t h a t 

are set out i n Commission Rule 50%, based on the economics of 

d r i l l i n g and equ ipp ing w e l l s , do you t h i n k t h a t there i s any 

n e c e s s i t y f o r r e v i e w i n g these p r o p o r t i o n a l f a c t o r s , p a r t i c u l a r l y 

on shallow pools on 80-acre spacing t o get the a l lowab le r a t e s more 

i n l i n e w i t h the cost of development? 

A I d o n ' t t h i n k I am q u a l i f i e d t o d iscuss t h a t p a r t i 

c u l a r sub jec t i n any grea t d e t a i l . 

Q; You have proposed acreage f a c t o r of two - -

A Ye s, s i r . 

Q — f o r these 80-acre l o c a t i o n s , i s t h a t no t co r rec t ? 

A Yes, s i r . 

MR. MUTTER: T h a t ' s a l l . Thank you . 

MR. PORTER: Mr. V e r i t y . 

MR. VERITY: I have another ques t i on , Your Honor. 

CROSS EXAMINATION 

BY MR. VERITY: 

G; Mr. Vernor , do you have a recommendation t o the Com

miss ion as t o what a l l owab le should be g i v e n where an 80-acre t r a c t 

i s not a l l u n d e r l i n e d by p r o d u c t i v e fo rma t ion? 

A I t h i n k t h a t I s taken care of I n my recommendation 

where I sa id t h a t i f a p r o r a t i o n u n i t was more or l e ss an 80-acre , 
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i t s allowable should be raised or lowered accordingly. 

Q One other question, then. You gave some testimony 

with regard to shutting i n a w e l l and t r a n s f e r r i n g the allowable to 

another one, and I didn't quite follow you completely as to what 

you were recommending i n that regard. Would you explain th a t , 

please? 

A My idea on that i s that I n order to f u r t h e r substan

t i a t e that,one well w i l l drain i n excess of 80 acres. We would 

l i k e to have more pressure data. Well, one way to get the pressure 

data would be to shut i n a well somewhere I n t h i s lease, 1 say one 

well r i g h t i n here some place i n the center of the lease, transfer 

the allowable to other wells i n the lease, to • one well or more 

than one w e l l , just spread i t around, and one w e l l shut i n , we 

could take pressures at i n t e r v a l s , say every three months, or what

ever number i t seemed to be necessary, and I am quite sure at the 

end of the year we w i l l be able to show the pressure i n that w e l l 

w i l l have been reduced by production from surrounding wells even 

though that w e l l has been shut i n . I n other.words, d i r e c t measure

ment of w e l l interference, and that wouldn't be shown on 80-acre 

drainage, i t w i l l be shown something i n considerable excess of 80-

acres, something l i k e 320 acres. 

Q This i s recommended merely as a temporary t e s t i n g 

measure? 

A Yes. 

MR. VERITY: T h a t ' s a l l . 

36 
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MR. PORTER: Anyone else have a quest ion? 

QUESTIONS BY MR. KELLAHIN: 

Q Mr. Vernor , on your l i s t of w e l l s , are these w e l l s 

numbered i n c h r o n o l o g i c a l order as t o the date of d r i l l i n g ? 

A Not n e c e s s a r i l y . 

Q What i s the order of the d r i l l i n g , 1 , 2 and 20? 

A W e l l s 1 through 8 were d r i l l e d c h r o n o l o g i c a l l y . I f 

I remember c o r r e c t l y , we d r i l l e d them the next row to the northwest 

which would be 9, 10, 1 1 , 12, 13 and then 20. 

Q Now, t h a t would then i n d i c a t e t h a t your No. 1 W e l l 

was d r i l l e d i n 1956> i s t h a t co r r ec t ? 

A No, No. 1 W e l l was d r i l l e d i n September of 1958. 

Q. September of 1958. W e l l then , your E x h i b i t No. 5 

does not r e f e r to your w e l l but r e f e r s t o a l l the w e l l s i n the 

pool? 

A Excuse me, t h a t ' s the t o t a l o i l p r o d u c t i o n f r o m the 

Horseshoe-Gallup O i l P o o l . 

Q I d i d n ' t understand you . 

A Beg pardon. 

Q At the t ime you made these pressure t e s t s r e f e r r e d 

t o i n E x h i b i t 9, had the re been any p r o d u c t i o n f r o m the No. 1 W e l l ' 

A You mean E x h i b i t 8, you mean the E x h i b i t t h a t i s 

up here? 

Q E x h i b i t 3. 

A The No. 1,pressure taken a t the end of September, 
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the w e l l had been p o t e n t i a l e d and t h a t ' s a l l . 

Q Now, r e f e r r i n g t o E x h i b i t No. 9 s t a b i l i z e d s h u t - i n , 

t h a t i s r e f e r r i n g t o the same w e l l , i s i t n o t , the No. 1 Well? 

A Yes. That , however, i s the second t e s t . 

Q Now, how many p roduc t ions had been taken f rom the 

No. 1 Wel l a t the t ime t h a t t e s t was made?. 

A I b e l i e v e the f i g u r e i s ij.,392 — excuse me — lj . ,359. 

Q And your pressure had d e c l i n e d , ..and the i n i t i a l 

pressure was how many pounds? 

A Approx imate ly 11 pounds. 

G; Had the w e l l been s t a b i l i z e d p r i o r t o the t ime t h i s 

t e s t was made? 

A You mean s t a b i l i z e d on produc t ion? 

Q Yes, s i r . 

A So f a r as 1 know, i t was making i t s a l l owab le every 

day. I t h i n k t h a t ' s reasonably s t a b i l i z e d . 

Q There was no pressure b u i l d u p on the No. 1 Wel l? 

A I see wha t ' s b o t h e r i n g you . T h a t ' s not the case. 

We used one bomb t o t e s t these three w e l l s , we ran the bomb I n the 

No. 20 W e l l , and you see we show a b u i l d u p on E x h i b i t 10, and I f 

I remember c o r r e c t l y i t stayed — the bomb stayed i n u n t i l the 

p o i n t , j u s t be fo re t h i r t y hours , I guess t h a t would be twen ty -

seven hou r s . The bomb was then removed and used t o r u n pressures 

i n the No. 1 and No. 2 W e l l s . The w e l l s were a l l shut i n a t the 

same t ime and y o u ' l l note t h a t the pressure on t h e , f i r s t pressure 
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on the No. 1 was a t about t h i r t y - o n e hours ; on the No. 2 a t about 

t h i r t y - f i v e h o u r s . 

Q, So then , i n your o p i n i o n , t h a t w e l l had a l ready 

s t a b i l i z e d p r i o r t o the t ime the pressures were run? 

A The No. 1 Well? 

q The No. 1 W e l l . 

A T h a t ' s c o r r e c t . That had been shut i n f o r t h i r t y - t w o 

hours , and we took two t e s t s . A c t u a l l y , we had two th ree-hour t e s t 

We were r u n n i n g th ree -hour t e s t s on each w e l l t o see i f there was 

any pressure change i n t h a t l e n g t h of t i m e . So we have a t h r e e -

hour t e s t a t each end of t h i s l i n e ; i n o ther words, a t t h i r t y - t w o 

hour s , and f r o m about seven ty - s ix t o seventy-nine hour s . 

Q W e l l , now, a l though the t e s t on the No. 2 W e l l com

menced a t t h i r t y - f i v e b a r r e l s - - i s t h a t co r rec t ? 

A That 1 s r i g h t . 

q — you got a b u i l d - u p on t h a t w e l l , - -

A T h a t ' s r i g h t . 

q - - but none on the No. 1 Well? 

A That i s a r e f l e c t i o n of the producing c h a r a c t e r i s t i c s 

of the w e l l and t h e i r p e r m e a b i l i t i e s . As you are p robab ly aware 

f r o m f u l l b u i l d - u p data , i n c l u d i n g s t a b i l i z e d p r o d u t i o n t e s t s , i t 

i s pos s ib l e t o c a l c u l a t e the e f f e c t i v e p e r m e a b i l i t y i n the und i s 

tu rbed p o r t i o n of the r e s e r v o i r . The way i n which those w e l l s 

b u i l d up i s a r e f l e c t i o n of t h a t p e r m e a b i l i t y . 

q Now, r e f e r r i n g t o your E x h i b i t No. 10, - -

s. 
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ho . 
A Y o u ' l l note t h a t the Wel l No. 2 has approximately-

h a l f the m i l l a d a r c y f e e t W e l l No. 1 has , and W e l l No. 20 has ap

p r o x i m a t e l y h a l f of t h a t t h a t No. 2 has . 

Q That accounts f o r the cont inued b u i l d - u p , i n your 

o p i n i o n , on the W e l l No. 20 a f t e r , say t h i r t y - t w o hours or t h i r t y -

f i v e hours? 

A Yes, c e r t a i n l y . 

Q, You d i d n ' t r u n any p r o d u c t i o n t e s t f o r i n t e r f e r e n c e , 

d i d you? 

A The d i s tances are such — you mean t o shut i n one 

w e l l and produce the o f f s e t t i n g w e l l ? 

Q That i s c o r r e c t . 

A The t ime i n v o l v e d , you w i l l remember my c a l c u l a t i o n 

f r o m E x h i b i t 1 1 , i t took approx imate ly 96 days u s ing our average 

p r o p e r t i e s f o r the one-pound pressure drop t o occur a thousand and 

f i f t y - t h r e e f e e t f r o m the w e l l , so you c o u l d n ' t ve ry w e l l r u n a 

shor t d u r a t i o n pressure t e s t and expect to get a drawdown on an 

o f f s e t w e l l . That i s why I recommended a year f o r tha t type of 

t e s t i n my recommendations. 

MR. KELLAHIN: Thank you very much. 

MR. PORTER: Anyone e lse have a quest ion? 

QUESTIONS BY MR. STAMETS: 

Q Th i s i s j u s t an " i f , " but i f the Horseshoe-Gallup 

O i l Pool should j o i n w i t h the Verde-Gal lup O i l Poo l , which has 

a l ready been decided as a Lj.0-acre p r o r a t i o n u n i t , what would you 
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then recommend? 

A W e l l , the re you are g e t t i n g i n t o the ques t i on of a 

f i e l d whether the f i e l d should be dra ined on 160 or 320 because the 

economics are so bad, apparen t ly l e t me say t h a t we operate no 

w e l l s i n wha t ' s d e f i n e d as Verde-Gal lup , and the only p a r t I have 

seen i s t h i s extreme western p a r t which proved t o be p r e t t y sad. 

I am not prepared to t a l k about the pos s ib l e j o i n i n g of Horseshoe-

Gal lup and Verde-Gal lup Pools; I am not ve ry f a m i l i a r w i t h wha t ' s 

happening out i n the area between them. 

MR. STAMETS: T h a t ' s a l l the ques t ions I have. 

MR. PORTER: Anyone else? Mr . F i s c h e r . 

QjUBSTIONS BY MR. FISCHER: 

Q, Mr. Vernor , what do you mean by the southeast p o r t i o 

of the Horseshoe-Gallup be ing p r e t t y sad? Would you e x p l a i n tha t ? 

A Ho, t h a t wasn ' t - - I was t a l k i n g about the southwest 

p o r t i o n of the Verde-Gal lup ; j u d g i n g f r o m p o t e n t i a l s I have seen o. 

the w e l l s , I t h i n k 15, 20, 25 b a r r e l s a day were the i n i t i a l poten 

t i a l on some of the Standard of Texas w e l l s i n the southwest po r 

t i o n of the f i e l d of the Verde-Gal lup F i e l d . 

Q, Have you seen any cores or s tud ied any core analyses 

of w e l l s I n the southeast of Horseshoe-Gallup? 

A I have seen a f e w . The opera tors down there haven ' t 

done as much c o r i n g as we have. 

Q I n your o p i n i o n , d o n ' t cores t h a t you have seen or 

the analyses t h a t you have seen c o r r e l a t e w i t h your core ana lys i s? 
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A A l l those t h a t I have seen show reasonable permea

b i l i t i e s , t h a t i s , as Mr. N u t t e r p o i n t e d out the v a r i a t i o n s f r o m 

our core a n a l y s i s f r o m I4 m i l l a d a r c i e s to 1^0, the f o u r m i l l a d a r c y 

average i s s t i l l p r e t t y good. A l l t h a t I have seen w i l l f a l l more 

or l e s s i n t h a t range. 

Q, I s i t your o p i n i o n t h a t the w e l l s down there i n the 

southeast of the Horseshoe-Gallup would l i k e w i s e — are capable of 

d r a i n i n g 80 acres , one w e l l on 80 acres? 

A Sure. 

MR. PORTER: Any f u r t h e r questions? Witness may be 

excused. 

(Witness excused) 

MR. HINKLE: T h a t ' s a l l we have. 

MR. PORTER: Mr. V e r i t y , do you des i re t o present 

tes t imony at t h i s time? 

MR. VERITY: Your Honor, I t h i n k we w i l l not i n 

l i g h t of t h i s t e s t imony . I d o n ' t see any p o i n t i n our p u t t i n g on 

evidence t o t h a t e f f e c t . I would l i k e t o make t h i s s ta tement . I 

recommend and request t o the Commission t h a t they inc lude i n t h e i r 

r u l e s on t h i s — l e t me say t h i s t o s t a r t w i t h - - P e t r o - A t l a s does 

not o b j e c t t o the 80-acre spacing, but we do make t h i s request and 

recommendation,and t h a t i s t h a t we have a r u l e t h a t p r o t e c t s or 

reduces t o the very minimum the p o s s i b i l i t y of an i n d i v i d u a l t a k 

i n g an 80-acre a l l owab le or an a l l owab le f a c t o r of two as has been 

recommended when he d i d n ' t have a f u l l 80 acres of land u n d e r l a i n 
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by productive formation, and i n that regard we have no objection 

to an oO-acre allowable being granted on an administrative r u l i n g 

or merely by making application to the Commission and the Commiss

ion granting I t -- the Commission granting i t without hearing — 

but we f e e l that t h i s i s necessary i f t h i s p a r t i c u l a r p o t e n t i a l 

e v i l I s to be guaranteed against, and that i s when an i n d i v i d u a l 

asks that he be given double allowable or proration f a c t o r , or 

when he be given an 80-acre allowable on one w e l l , that he f i l e 

an application f o r that 80-acre allowable with the Commission, 

and that he be required to send a copy of h i s application and 

proof to the off s e t operators, and that then i f an offset operator 

objects to the 80-acre allowable, that a hearing be set down i n 

f r o n t of the Commissioner, otherwise, without objection,that t h i s 

Commission could, as an administrative matter, allow the 80-acre 

spacing. Do I make myself clear?' 

MR. PORTER: Clear to me. 

MR. VERITY: We f e e l , Your Honor, that t h i s i s nec

essary I n order to protect c o r r e l a t i v e r i g h t s and i n order to i n 

sure that equity i s done I n a l l instances out there, but there 

c e r t a i n l y can be differences of opinion as to what i s productive 

and what i s not. And we f e e l that I f there i s any controversy, 

then i t should be a matter of f u l l hearing not necessarily before ' 

the Commission but c e r t a i n l y before the Examiner. 

MR. BUELL: May i t please the Commission, f o r 

Pan American Petroleum Corporation. We would l i k e to concur i n 
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the recommendation of A t l a n t i c that 80-acre un i t s be adopted f o r 

t h i s pool. We concur i n that recommendation even though some of 

our properties are already d r i l l e d down to a density of ij.0 acres 

at the present time. Our recent development has been and w i l l 

probably continue t o be on an 80-acre u n i t basis, so A t l a n t i c i s 

not the only operator i n t h i s pool at t h i s time who i s developing 

on an 30-acre basis. Our engineers are of the conclusive opinion 

that one well i n t h i s pool w i l l e f f e c t i v e l y and e f f i c i e n t l y drain 

not just 80 acres but actually f a r i n excess of 80 acres. 

MR. PORTER: Mr. Kellahin. 

MR. KELLAHIN: I f the Commission please, on behalf of 

Tom Bolack.. Mr. Bolack i s opposed to the appli c a t i o n of A t l a n t i p 

f o r 80-acre spacing, and i n that connection I would l i k e to make a 

few comments on the evidence which has been presented here to the 

Commission. I n the f i r s t place, w i t h the h i s t o r y and background 

and development of t h i s pool, I do not f e e l that the testimony 

offered by A t l a n t i c i s the least b i t impressive. We have i n the 

f i e l d some 113 wells d r i l l e d . They have come i n on, insofar as i n f 

terference and drainage i s concerned w i t h evidence concerning thre<5 

wells, three wells which are obviously by reference to t h e i r Ex

h i b i t No. 1, located i n the main fairway of the pool, about which 

was heard at some length I n the previous case. The pressure i n 

formation i s based solely upon i n i t i a l pressure and some shut-in 

tests and build-up t e s t s . No information given to us on none 

of the wells as to the pressure build-up. The f a c t that the pool 

ML 
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had been developed insofar* as w e l l d e n s i t y , 65 percent of the 

w e l l s on I|.0 acres ' and some 35 on 30-acres leaves an i n e q u i t a b l e 

s i t u a t i o n i n regard t o those opera tors who have spent t h e i r money 

and. d r i l l e d on J4.O acres . Now, w i t h the present development of the 

p o o l , c e r t a i n l y the Commission a t t h i s t ime must recommend some 

d e c i s i o n , but i n my o p i n i o n , t h i s case c l e a r l y p o i n t s out the nec

e s s i t y f o r an a p p l i c a t i o n f o r spacing e a r l y i n the l i f e of a p o o l . 

This i s a c l a s s i f i e example of what occurs , the same t h i n g t h a t 

occurred . i n the West K u t z - P i c t u r e d C l i f f s Poo l . I t has occurred 

i n a nurnber of o ther p o o l s , t o come I n and have two spacing pa t t e r 

w i t h i n one pool ,and i n e v i t a b l y i t r e s u l t s i n an i n e q u i t a b l e s i t u a 

t i o n , p a r t i c u l a r l y as the poo l grows o l d e r , a n d we are opposed, to the ap 

p l i c a t i o n . 

MR. PORTER: Mr. S p e r l i n g . 

MR. SPERLING: Magnol ia Petroleum Company would l i k e 

t o concur i n A t l a n t i c ' s a p p l i c a t i o n i n t h i s ma t t e r , and a l so con

cur i n the recommendations t h a t have been made by Mr. Vernor . 

MR. PORTER: Mr. Vernor , d i d you have your hand up 

a w h i l e ago? 

THE WITNESS: I j u s t wanted t o p o i n t out aga in t h a t 

the type of p a t t e r n we have employed i n our lease w i l l i n i t s e l f 

g r e a t l y reduce the p o s s i b i l i t y t h a t P e t r o - A t l a s i s w o r r i e d about 

of non-produc t ive acreage s imply because we have the w e l l s spread 

out more u n i f o r m l y than i f they were pooled a t one end of the u n i t , 

f o r example. We would have no o b j e c t i o n f o r a f i x e d p a t t e r n de

velopment . 

ns 
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46 
MR. VERITY: Gould I ques t i on the wi tness again? 

Just on t h i s l a s t p o i n t i s a l l . 

MR. PORTER: Of course. 

KR. MORGAN: Maybe you ' d b e t t e r s t a te t h a t aga in . 

BRUCE VERNOR, 

r e c a l l e d as. a w i tne s s , hav ing been f i r s t d u l y sworn on oa th , t e s t ! 

f i e d as f o l l o w s : 

CROSS EXAMINATION (Continued) 

BY MR.VERITY: 

A I am saying t h a t a. u n i f o r m type of 80-acre develop

ment such as we have c a r r i e d f o r t h i n our lease , the p o s s i b i l i t y 

of non-produc t ive acreage - - non-produc t ive acreage i n the worse 

s i t u a t i o n t h a t could occur on iiO — as you are p o s t u l a t i n g i s 

g r e a t l y reduced. I n a s i t u a t i o n where, suppose we had two w e l l s 

bo th d r i l l e d a t the same end of the p r o r a t i o n u n i t s , I t h i n k , t h e n , 

Mr. V e r i t y ' s p o i n t i s w e l l t aken , but l e t ' s f o r the moment pos tu 

l a t e east-west p r o r a t i o n u n i t s . C e r t a i n l y i t would be p o s s i b l e 

t h a t a s i t u a t i o n Mr. V e r i t y i s b r i n g i n g up cou ld occur on t h i s 

edge of the t r a c t . However, i n s t ead of l o c a t i n g a w e l l he re , we 

put I t over here , then we have a c o n t r o l p o i n t across t h i s end of 

the l ease . As I say, the on ly reason we propose a f i x e d l o c a t i o n 

i s because of the i).0-acre development which a l ready occurs , we 

a l ready have our p a t t e r n f i x e d so f a r as t h i s type of development 

i s concerned. One can draw squares around these w e l l s j u s t l i k e 

you can around kO-acre w e l l s . 
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Q, Mr. Vernor, of course, what you are suggesting i s , 

i f you required a f i x e d spacing pattern as you here suggest, a l l 

you would do would be reduce the incidence of t h i s e v i l , i s n ' t tha 

correct, you wouldn't eliminate i t ? 

A I t should reduce i t to the same magnitude tnat would 

occur on kO-acre spacing. Let me draw a couple of more wells here 

draw another one down here. You have control across t h i s end of 

the lease then, so that then the only acreage that i s l i k e l y to be 

brought i n that might not be productive i s acreage around t h i s 

w e l l ; beyond the w e l l , there i s absolutely no difference than i f 

we have wells r i g h t across here, have kO-acre development. You 

s t i l l have the p o s s i b i l i t y of bringing i n kO acres that i s not pro| 

ductive rather than, as you are worried about, the other half on 

the 80-acre t r a c t s . I f you t r y to stay west of the kO-acre t r a c t s 

to t h i s w e l l , then the s i t u a t i o n you are t a l k i n g about i s a very 

real problem. 

Q, And, of course, you need to make your recommendation 

that you can d r i l l on 80 because you already have the kO-acre de

velopment? 

A That I s r i g h t . 

Q, So you can't change your recommendation to a fixed 

spacing on 80, i t needs to be f l e x i b l e to eith e r kO because of the 

previous kO-acre development? 

A Well, the only reason i t needs to be f l e x i b l e i s i n 

the event some operator might s t i l l want to develop on kO-acre eveh 
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under an uO-acre order. We would not want to under those circum

stances; someone else might. 

Q, Well, by giving any i n d i v i d u a l an opportunity to a 

hearing with regard to i t , i t would correct the e v i l , would i t not' 

A Yes, should do the same thing f o r kO. 

Q The e v i l can't be as great on kO. I have no objec

t i o n to i t being done on kO, because instead of bringing i n pos

sibl y 60 acres of non-productive acres on a kO, you can only bring 

i n 20, you can keep your pattern i n the center, i s n ' t that correct' 

A Yes. 

Q Hot only that --

A I think you are magnifying the possible e v i l out of 

a l l proportion. 

Q, Well, i f i t i s not very great, no one w i l l be hurt 

by allowing any in d i v i d u a l to make proof, w i l l they? 

A Unless someone makes a nuisance of himself doing i t , 

yes. 

Q We also have that p o s s i b i l i t y --

A Yes. 

Q, -- just l i k e lawyers and engineers. 

MR. SPERLING: Mr. Porter, f o r the record, on behalf 

of Magnolia, I would l i k e to say that they support early investiga-

t i o n and i n s t i t u t i o n of secondary recovery methods i n t h i s p a r t i 

cular case. 

MR. PORTER: Anybody want to question Mr. Vernor 

• 
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concerning h i s phase of h i s test imony? Mr. F i s c h e r . 

QUESTIONS BY MR. FISCHER: 

Q Mr. Vernor , i n regard to my l a s t ques t ion and your 

answer t h a t , i n your o p i n i o n , you thought t h a t one w e l l I n 80 

could j u s t as w e l l d r a i n 80 as two w e l l s , you a c t u a l l y d o n ' t know, 

do you? You d o n ' t have enough you sa id p r e v i o u s l y t ha t you 

d i d n ' t have enough data down there or core analyses? 

A W e l l , l e t me say as f a r as I am concerned - - so f a r 

as A t l a n t i c I s concerned, f r o m an eng inee r ing s t andpo in t , t h i s 

core a n a l y s i s by and of i t s e l f p l u s the showing we have a c o n t i n u 

ous r e s e r v o i r , i s s u f f i c i e n t t o show, i n my mind, t h a t we can d r a i j 

80 acres or f a r i n excess of 80 acres . What I am saying i s , t o be 

able t o show absolute proof r a t h e r t han I n t e r p r e t a t i v e p r o o f , I 

am suggest ing t h a t we shut i n a w e l l and t r a n s f e r I t s a l lowab le 

so we can r eco rd the pressure b u i l d - d o w n i n t h a t w e l l as the o f f 

s e t t i n g w e l l s are produced. 

Q I n l i n e w i t h your a p p l i c a t i o n , o r say, i f your ap

p l i c a t i o n were denied and they went back to kO, would you s t i l l 

want t o do tha t? 

A I t would be unnecessary. 

MR. FISCHER: Thank you . 

MR. PORTER: Any f u r t h e r quest ions? The wi tness may 

be excused. 

(Witness excused) 

MR. HINKLE: I f the Commission p lease , n o t w i t h s t a n d -

i 
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i n g Mr. K e l l a h i n ' s s tatement, I t h i n k t h a t A t l a n t i c has made out 

a good case. 

MR. PORTER: You t h i n k i t i s impressive? 

KR. HINKLE: I d o n ' t know of any evidence t ha t has 

been o f f e r e d i n o p p o s i t i o n to i t , on ly Mr. K e l l a h i n ' s s tatement . 

I t h i n k we have made out a good case here I n t h a t we have shown 

t h a t the Horseshoe-Gallup Pool i s a r e s e r v o i r hav ing two zones 

ex tending over cons iderab le area. We have shown I t ' s a cont inuous 

r e s e r v o i r , has good p e r m e a b i l i t y , and one t h a t lends i t s e l f well-

to wide spacing. We have compared i t t o the B i s t i r e s e r v o i r and 

have shown by the evidence t h a t i t has cons ide rab ly h i g h e r permea

b i l i t y than the B i s t i area, i n which 80-acre spacing has a l r eady 

been made permanent. We are a sk ing on ly f o r a temporary order f o r 

one year- and t h a t the same r u l e s apply here as have been adopted 

by the Commission i n the B i s t i a rea . Of course, the Commission 

w e l l knows the s i t u a t i o n of the i n d u s t r y as f a r as economics i s 

concerned, which has l a r g e l y been brought about th rough the ex

cessive impor t s of o i l . I t h i n k t h a t the Commission s h o u l d , i n 

every ins tance where you have any poo l t h a t w i l l l end i t s e l f t o 

wider spacing, they should adopt the wider spacing u n t i l a t l e a s t 

I t i s shown c o n c l u s i v e l y t h a t i t w i l l r e s u l t i n waste. 

MR. PORTER: Anyone else? Mr. Anderson. 

MR. ANDERSON: I am John Anderson, g e o l o g i c a l survey 

Roswe l l . We are i n t e r e s t e d i n t h i s case because almost a l l of the 

land i n v o l v e d are Federa l or I n d i a n . I f we r e f e r to the map on th< 
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board, which, I believe, i s A t l a n t i c ' s Exhibit 1, the area i n pink 

color i s also Navajo T r i b a l land. The land immediately east of 

the pink area i s Ute Mountain T r i b a l land, and the other quadrant 

i s almost e n t i r e l y Federal land. Now, we are interested i n ge t t 

ing the highest practicable ultimate recovery of o i l from a l l of 

i t . At tne same time we are interested i n the rate at which t h i s 

can be accomplished. We f e e l that the withdrawals from any clas

s i f i c a t i o n of land should be reasonable, at the same time taking 

i n t o consideration the a b i l i t y of ce r t a i n lands to produce o i l . 

Under our present s i t u a t i o n , T r i b a l land i n the pink area i s de

veloped on oO acres, Ute Mountain T r i b a l land i s developed almost 

e n t i r e l y on kO acres, the Federal land i s almost e n t i r e l y on kO, 

and there i s some Navajo T r i b a l land south of the pink land which 

i s also developed on kO acres. Where we are now, the pink area i s 

producing o i l . That i s , the withdrawals on an acreage basis are 

about one half of what they are on the Ute Mountain reservation 

and cn Federal land, and I think t h i s would make the Navajo Ind

ians most unhappy. Also, i f t h i s s i t u a t i o n does continue, where 

we have withdrawals that place the rate per acre on east of the 

Navajo T r i b a l land, c e r t a i n l y we are going to have some drainage 

across the reservation boundaries. Now, how t h i s i s going to be 

corrected, I am not at the present time making any statements. 

However, something has to be done about i t . 

MR. HINKLE: I would l i k e t o reply just b r i e f l y to 

Mr. Anderson's argument there w i t h respect to the development of 
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the pink area. I understand that A t l a n t i c has continuously de

veloped t h i s area, they have had r i g s running i n there almost con

tinuously. Had they d r i l l e d the same number of wells on kO acres, 

they would just have about half of the area proven. The way i t i s 

they have about twice' the area that they would have otherwise that 

i s proven and, of course, i f we go to the 80-acre allowable, which 

we are advocating, there would be withdrawals at the same rate as 

i f you were on kO-acre spacing because you are going to get twice 

the allowable. 

MR. ANDERSON: I think that i n Mr. Hinkle»s statemen 

while we are making some assumptions on which we have had no t e s t i 

mony, and that i s whether a well d r i l l e d on 80 acres w i l l be able 

to produce twice the allowable f o r any considerable period of time 

I believe that we are assuming, or we f e e l that the withdrawal f r o 

80-acre t r a c t s are going to be comparable to 30 > k-®> a n <3 I don't 

believe that any of the testimony has given any proof. I n f a c t , 

i t hasn't even been introduced. 

MR. HINKLE: I f the Commission please, we would l i k e 

to put Mr. Vernor back on, open the case up again and give us some 

testimony on that point. 

MR. PORTER: Mr. Vernor, w i l l you take the witness 

stand, please? 

BRUCE VERNOR 

recalled as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 

J 

b — 

n 
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REDIRECT "EXAMINATION (Continued) 

BY MR. HINKLE: 

A I am so r ry I d i d n ' t answer Mr. Anderson 's ques t ions 

e a r l i e r . I understand what i s b o t h e r i n g h i m , t h a t the r a t e might 

dec l ine more q u i c k l y on one w e l l t han on two. The answer to t h a t 

ques t ion i s t na t on 80-acre spacing we would i n s t i t u t e water f l o o d 

i n g or some other secondary recovery program sooner than a c lo se r 

spacing, and consequent ly, the d i f f e r e n c e i n the r a t e p i c t u r e 

should be n i l l . We should have the same r a t e under a secondary 

recovery p r o j e c t r egard less of the spacing so f a r as the p h y s i c a l 

o p e r a t i o n of i n j e c t i o n i s concerned, and we f e e l t h a t would more 

than adequately make up f o r the p o s s i b i l i t y t h a t Mr. Anderson i s 

b r i n g i n g up. 

G) Mr. Vernor , are most of the w e l l s capable of produc

i n g twice t h e i r present a l lowable? 

A W i t h the excep t ion of two or t h r e e , yes . 

MR. HINKLE: T h a t ' s a l l . 

RECROSS EXAMINATION 

BY MR. PORTER: 

Q, Mr. Vernor , you would expect a l l w e l l s on kO-acre a l 

lowable would produce t h e i r a l l owab le s much longer than those on 

80, under the present a l l owab le system, would you not? 

A I n o ther words, i f an 80-acre w e l l has twice the a l 

lowable , I t would reach I t s dec l i ne sooner? 

Q, Decl ine below the maximum o i l ? 
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A W e l l , l e t ' s say f o r the moment the u n i t a l l owab le i s 

100 b a r r e l s f o r 80 acres , 50 f o r kO-acre w e l l s , so t ha t we would 

have 100 b a r r e l s a day f o r an 80-acre t r a c t whether one w e l l or 

two. Yes, i t I s q u i t e pos s ib l e t h a t the s i n g l e 80-acre w e l l would 

reach i t s c a p a c i t y sooner. However, a t any g i v e n t ime i t s capaci t -

would s t i l l be h i g h e r than e i t h e r of the kO-acre w e l l s taken sep

a r a t e l y . That i s , you d o n ' t have a two t o one r a t i o t he r e , and we 

f e e l t h a t our secondary recovery w i l l more than o f f s e t t h a t because 

our i n t e n t i s t o s t a r t secondary recovery soon enough t o a l l e v i a t e 

any such d e c l i n e . 

QUESTIONS BY MR. MORGAN: 

Q Mr. Vernor , you are p l ead i ng t h i s case based on 

economics a l i t t l e b i t , a r e n ' t you , somewhat? 

A W e l l , on ly t o the ex ten t we are showing we can make 

more money by not d r i l l i n g the same number of w e l l s f o r the same 

recove ry . 

Q Did 1 understand you t o say t h a t two w e l l s on 80-

would s t i l l be probable f r o m the s tandpoin t of r e c o v e r a b i l i t y ? 

A We are not making a p l ea t h a t we c a n ' t d r i l l on kO. 

Q W e l l , then , ray next ques t i on i s , what about the 

secondary recovery costs as compared to two w e l l s i n the f i r s t 

place? 

A We much p r e f e r t o spend the money f o r secondary r e 

covery sooner than t o d r i l l the a d d i t i o n a l w e l l s . 

Q I t would be a l o t cheaper to go through the process 

r 
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of i n j e c t i n g water or gas or whatever agent you might use, i s t h a t 

r i g h t ? 

A You mean i t would cost less? 

Q Than d r i l l i n g a second w e l l ? 

A We are not f a r enough a long on our s tud ies t o be able 

t o answer t h a t ques t ion i n d e t a i l , but I d o n ' t t h i n k t h a t the cost 

of secondary recovery would be any g rea t e r than the cost of d r i l l 

i n g a d d i t i o n a l w e l l s . 

Q, Would I t be s i x of one and h a l f a dozen of another? 

A No, because when you spend the monej f o r secondary 

recovery you are , I n e f f e c t , you are spending money f o r more r e 

serves. I f you spend the money t o d r i l l e x t r a w e l l s , you j u s t 

punch more ho le s i n the ground, we h a v e n ' t increased our reserves 

a t a l l by d r i l l i n g the e x t r a w e l l , whereas I f we i n s t i t u t e second

ary r ecovery , we have done almost the same t h i n g as though we ex

tended the f i e l d , we've got more r e se rves . 

Q I understand what you say. You are going t o get 

more of the reserves out of the ground by secondary recovery p r o 

cess, but you are going i n t o secondary recovery e a r l i e r by the use 

of on ly one w e l l f o r the use of 80 acres , I b e l i e v e you s ta ted 

tha t? 

A I b e l i e v e we would, yes . 

Q C e r t a i n o i l i s go ing to be recovered f r o m secondary 

recovery a c t i v i t y t h a t could have been recovered f r o m a second 

w e l l ? 
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A No, no. I d i d n ' t make myself c l e a r . When I speak 

of secondary recovery b r i n g i n g at l e a s t tw ice as much o i l based on 

our present es t imate as by p r i m a r y , I am t a k i n g a l l of the p r imary 

a l l the way out t o the economic l i m i t , even though we might p r o 

duce i t under secondary o p e r a t i o n , I am s u b t r a c t i n g a l l of tha t 

o i l . I n o ther words, the recovery would t o t a l th ree t imes as much 

w i t h p r imary and secondary, r o u g h l y speaking, as by pr imary a lone . 

I mean, I am not lumping any of the p r imary o i l w i t h what I say i s 

Inc rementa l w i t h secondary. 

Q, You would recover as much o i l w i t h one w e l l as you 

would w i t h two under the t r a c t , t h a t ' s what you are saying? 

A Yes. 

Q But you w i l l j u s t get r i d of i t more s lowly? 

A You could recover a l i t t l e more s lowly I f you d i d n ' t 

i n s t i t u t e the secondary recovery , bu t we p l a n to do t h a t soon 

enough t o a r r e s t any r a t e dec l ine so t ha t we s h o u l d n ' t have even 

t h a t s i t u a t i o n . 

MR. PORTER.: Mr. McGrath. 

QUESTIONS BY MR. KcC-RATH: 

Q I t h i n k E I Paso N a t u r a l Gas Products Company i s now 

i n the process of comple t ing w e l l s i n t h i s l i t t l e narrow s e c t i o n 

he re , and one up he re , and you say now - - these have kO-acre a l low

ables - - t h a t these w e l l s over here - - t h i s one w i l l p r o t e c t t h i s 

one f r o m drainage i n here , i f i t produces twice as much? 

A W e l l , l e t me say t h a t , as you know, these l o c a t i o n s 
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were a compromise. We contemplate , i f we have an 80-acre o rde r , 

we would ask t o ass ign t h i s e n t i r e s t r i p t o these two w e l l s , which 

would be approximate ly 70 acres per w e l l , so t h a t they would have 

aga in a l l o w a b l e s comparable t o t h e i r acreage, so you won ' t have 

n o n - u n i f o r m i t y . 

Q, But i f you d o n ' t get t h i s , I mean i f these w e l l s are 

not staked, they are going t o d r a i n the Navajo r e s e r v o i r ? 

A Why? 

Q, Because they are on ly p roduc ing h a l f as much as thes< 

over h e r e . 

A I d o n ' t unders tand. 

Q, Th i s i s p roduc ing twice as much, w o u l d n ' t p r o t e c t 

t h i s area, i n here f r o m these w e l l s . 

A You are t a l k i n g about , under the circumstances an 

80-acre order - -

0, Yes, w i t h the double a l l o w a b l e f o r the 80-acre? 

A I d o n ' t fo resee a circumstance where these w e l l s 

w o u l d n ' t have t h e i r p r o p o r t i o n a l a l l o w a b l e . 

Q, They on ly have kO acres now? 

A Sure, t hey 've only got 3& acres ass igned. We c a n ' t 

a ss ign any more acreage than t h a t u n t i l we have some k i n d of an 

o rde r . 

Q, They probably have a f u l l a l l o w a b l e , or close to i t ? 

A Yes. 

Q, kO acres , whatever i t i s . 
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A I am saying 80-acre a l l o w a b l e , we would ass ign a 

70-acre u n i t to t h i s w e l l . 

G; Take t h i s r i g h t here , t h i s w e l l and t h i s , t h i s i s 

on 80-acres , which would have an a l lowab le f a c t o r of two? 

A Ye s. 

Q Tn i s has one? 

A No, i t would be 1.75 w i t h 70 acres assigned to i t . 

L i k e i f we make a p r o r a t i o n u n i t . We have approx imate ly IkO acres 

i n t h i s s t r i p down here , - -

MR. HINKLE: What s e c t i o n are you r e f e r r i n g to now? 

A This i s the west h a l f of the west h a l f of Sec t ion 

33-

Q 3 1 , 16. 

A I t i s a p o r t i o n of the u n i t r e s e r v o i r l y i n g I n the 

west h a l f west h a l f of 33, and l i k e w i s e a p o r t i o n of the Navajo 

r e s e r v o i r l y i n g i n the west h a l f west h a l f of S e c t i o n 33* There 

i s approximate ly IkO acres i n v o l v e d i n t h i s s t r i p , and l e t ' s see, 

a l i t t l e more than h a l f of I t i s Ute acreage, I would say maybe 

35 acres , roughly speaking, 63' acres i s Ute acreage, and the r e s t 

i s Navajo . We d o n ' t have the l i n e q u i t e i n the r i g h t place he re . 

The Navajo s t r i p i s k 8 6 . 1 f e e t ; the Ute s t r i p t apers i t s t a r t s 

o f f at about 600 f e e t at the bo t tom. Now, we contemplate , and we 

contemplated i t when we agreed to l oca t e the E l Paso Ute Navajo 

3 and ~j a t the present l o c a t i o n r a t h e r than the s t r i p l o c a t i o n s , 

which were e a r l i e r proposed so t h a t the w e l l s would f i t a communi-
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t i z e d s i t u a t i o n , down the l i n e under whatever development took 

p l ace , we p l a n t o ask t o ass ign t h i s e n t i r e s t r i p t o these two 

w e l l s which would g ive us a 70-acre, approx imate ly , u n i t assigned 

t o each w e l l , and under our proposed r u l e , t h a t would g ive them an 

a l l o w a b l e f a c t o r of 7o/kO. I n other words, they would have an a l 

lowable p r o p o r t i o n a l to the acreage assigned to the w e l l s . This 

w e l l only has 39 acres assigned t o i t . On 80 I t would have 79/kO 

of a u n i t a l l o w a b l e . I d o n ' t see how we can have any i n e q u i t a b l e 

drainage under those c i rcumstances . W e l l , we p l a n to - - i t i s my 

unders tanding E l Paso does too - - the two companies p l a n t o com

m u n i t i z e t h i s s t r i p . 

Q I was j u s t wondering I f you thought t h a t you were 

go ing t o have p r o t e c t i o n f r o m drainage e i t h e r way? 

A We've got t o p r o t e c t - - i n t h a t sense our I n t e r e s t 

i s the same as our r o y a l t y owner. We want to p r o t e c t our o i l t o o . 

We d o n ' t get any of these over h e r e . 

Q You get t h i s ? You w i l l i f you communitize? 

A W e l l , what I am saying , we w i l l t r y t o m a i n t a i n an 

e q u i t a b l e d ra inage . 

0, And i f you d o n ' t communitize, you s h o u l d n ' t have 

d r i l l e d t ha t ? 

A T h a t ' s the t h i n g we are go ing t o s tay away f r o m . We 

much p r e f e r t o communit ize. We do p l a n t o communit ize. The only 

reason we d i d n ' t before was because of the smal l u n i t s i n v o l v e d 

he re . 
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Q, You want t o communitize on 80 in s t ead of kO. 

A Ye s. 

QUESTIONS BY I IK . KENDRICKS: 

Q, Mr. Vernor , I n your conve r sa t ion w i t h Mr. Anderson, 

you r e f e r r e d t o i n s t i g a t i n g a secondary recovery p r o j e c t i n the 

case oO-acre w e l l s w i t h two a l l owab le s began t o drop i n t h e i r p r o 

d u c t i o n . How long w i l l i t take t o i n i t i a t e a secondary recovery 

p r o j e c t ? 

A W e l l , I ' l l say f i r s t of a l l , I c a n ' t p r e d i c t e x a c t l y 

how soon i t w i l l be necessary t o accomplish t h a t end, and we i n t e n 

t o - - we are g a t h e r i n g data now f o r the s tudy, and we in t end t o go 

i n t o i t f u l l b l a s t as soon as we can see how l a rge the f i e l d i s 

go ing t o be, at l e a s t i n s o f a r as our leases are concerned. 

Q Would i t take cons iderable time t o l a y I n j e c t i o n 

l i n e s and d r i l l i n j e c t i o n w e l l s f o r your secondary recovery? 

A I d o n ' t fo resee d r i l l i n g any i n j e c t i o n w e l l s . I see 

a t t h i s p o i n t no need f o r d r i l l i n g any i n j e c t i o n w e l l s . We have a 

u n i f o r m p a t t e r n . Those would be the same so r t of w e l l s t h a t we 

are t r y i n g t o avo id d r i l l i n g he re . 

Q, W i l l a one-year temporary order cover s u f f i c i e n t 

t ime t o make your study and i n i t i a t e your p r o j e c t so t ha t you can 

p r o t e c t the equal w i thd rawa l s across the lease l i n e ? 

A You are p o s t u l a t i n g t h e r e , t h a t we w o u l d n ' t be able 

to m a i n t a i n I t f o r t h a t l e n g t h of t ime w i t h o u t s t a r t i n g the sec

ondary recovery p r o j e c t . I see no reason why we w o u l d n ' t have our 

a 

D E A R N L E Y - MEIER & ASSOCIATES 
G E N E R A L L A W R E P O R T E R S 

ALBUQUERQUE. NEW MEXICO 
Phone CHapel 3-6691 



study completed I n that length of time. I can't say exactly when 

we w i l l s t a r t a secondary recovery p r o j e c t . I t w i l l depend on re

sults of our study. 

MR. KENDRICKS: That's a l l . 

QUESTIONS BY MR. FISCHER: 

Q Mr. Vernor, also i n regard to Mr. Anderson's ques

t i o n and your answer as to secondary recovery and the imbalance be 

tween the two t r i b e s of t h e i r mineral r i g h t s , i t seems l i k e I f you 

had two wells on -- or one w e l l on 80, rather, and your double 

allowable, therefore, i f you were to i n s t i g a t e secondary recovery 

and actually did so, then the onoy reason you could be back i n 

balance i s i f you kept your allowables under secondary recovery 

at two times the normal uni t allowable? 

A You mean that we didn't ask f o r any higher allowable 

than that? 

Q Ye s. 

A Well, I don't at t h i s time know what we w i l l ask f o r 

i n the way of allowable treatment, but I foresee the whole f i e l d 

on secondary at the same time. And I don't conceive that there 

w i l l be any imbalance. I think you are postulating imbalance to 

st a r t with, as Mr. Hinkle pointed out. I think Mr. Anderson im

p l i e d that there i s imbalance now. The imbalance i s no d i f f e r e n t 

than i f we had the same number of wells developed on kO-acre pat

t e r n . They just wouldn't cover nearly as much of the area, we 

wouldn't have as much area proven. 
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Q, You are g e t t i n g an e x t r a advantage i n be ing able to 

s t a r t your secondary recovery program sooner due t o the f a c t t h a t 

you would have more recoverable o i l i n the ground and have a be t t e i 

payout f o r I t or shor ter? 

A I d o n ' t f o l l o w your reasoning , be ing advantageous. 

Q, I f you s t a r t your secondary recovery program before 

the people on kO do, you then , due t o the f a c t t h a t your w e l l s 

are - - would s t a r t be ing marg ina l w e l l s sooner, then you could 

s t a r t your secondary recovery program sooner and put you a t an 

even g rea te r advantage? 

A As I s a id , I fo resee the whole f i e l d be ing operated 

under secondary at the same t i m e . 

Q, At the same time? 

A Sure. 

Q You t h i n k an operator w i t h one w e l l on kO would want 

t o s t a r t h i s secondary recovery program I f he s t i l l had a top a l 

lowable we l l ? 

A T h a t ' s a ques t ion t h a t w i l l h a v e t o be s e t t l e d among 

the ope ra to r s . I c a n ' t speak f o r the ether ope ra to r s , bu t my p o i n 

i s , I d o n ' t see the imbalance you are t a l k i n g about . I f the r a t e s 

are p r o p o r t i o n a t e t . , the acreage, I see no imbalance at a l l . 

MR. FISCHER: T h a t ' s a l l . 

MR. PORTER: Any f u r t h e r quest ions? The wi tness may 

be excused aga in . 

(Witness excused) 

> 
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MR. KELLAHITT: I would l i k e t o make one f u r t h e r com

ment i n l i g h t of the tes t imony t h a t has been o f f e r e d , I n s p i t e of 

Mr. H i n k l e ' s comments, I am s t i l l not impressed. I n answer to the 

quest ions which were posed by Mr. Anderson I n regard to the d r a i n 

age s i t u a t i o n , on those I n d i a n lands the wi tness has taken the 

stand and t e s t i f i e d t h a t one w e l l would be able t o make the a l l o w 

able t o be assigned t o 80 ac res . That i s an unsupported conclus

i o n by the w i t n e s s . I t h i n k he h i m s e l f would have to admit t h a t . 

Ho reserve f i g u r e s nave been o f f e r e d i n t h i s case, there i s no 

p o t e n t i a l f i g u r e s t o o f f e r , there i s no pressure i n f o r m a t i o n o f 

f e r e d w i t h the excep t ion of three w e l l s out of 113. The whole 

s i t u a t i o n goes back t o the prime ques t ions i n v o l v e d i n t h i s case. 

The S t a tu t e says t h a t the acreage s h a l l be developed as can be 

e f f i c i e n t l y and. economica l ly d ra ined by one w e l l . W e l l , we've 

had some tes t imony as to the e f f i c i e n c y based on three w e l l s ; we 

have had no tes t imony on economics whatever w i t h t h e e x c e p t i o n of 

the cost of the w e l l . The conclus ions s t a t ed by the wi tness i s 

about as s u b s t a n t i a l as say ing I t i s cheaper to d r i l l d ry h o l e s 

on 330 as I t I s on 660. That I s an obvious c o n c l u s i o n . I t i s 

cheaper t o d r i l l one w e l l than i t i s two . I t h i n k t h i s Commission 

i s e n t i t l e d t o a great dea l more i n f o r m a t i o n i n r each ing the con

c l u s i o n s t h a t one w e l l w i l l economical ly and e f f i c i e n t l y d r a i n 80 

acres . 

MR. PORTER: Did I hear you say there were f i v e w e l l 

i n v o l v e d i n the pressure t e s t ? 
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THE WITNESS: Yes, s i r . 

KR. KELLAHIN: I f the record so shows, I w i l l stand 

corrected. 

MR. PORTER: Anyone else have any comments i n the 

case? 

Take the case under advisement. Take a short recess and 

then take up Case 1616. 
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STATE OP NEW MEXICO ) 

ss 
COUNTY OP BERNALILLO ) 

I , J. A. T r u j i l l o , Notary Public i n and f o r the County 

of B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that the 

foregoing and attached Transcript of Proceedings before the New 

Mexico O i l Conservation Commission was reported by me i n Steno-

type and reduced to typewritten t r a n s c r i p t by ne , and that the 

same i s a true and correct record to the best of my knowledge, 

s k i l l and a b i l i t y . 

l / 

WITNESS my Hand and Seal t h i s , the 3 / ~ day of } J / L ^ U ^ , 

1959, I n the C i t y of. Albuquerque, County of B e r n a l i l l o , . . . S t a t e of 
New Mexico. 

October 5? I960 
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