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J
MR. STOGNER: We'll call next
Case Number 8158,

MR. PEARCE: That case is on
the application of Wallace 0il and Gas, Inc. for én unortho-
dox well location, Roosevelt County, New Mexico.

MR. KELLAHIN: Mr. Chairman,
I'm Tom Kellahin of Kellahin and Kellahin, Santa Fe, New
Mexico, appearing on behalf of the applicant and I have one
witness to be sworn.

MR. PEARCE: Are there other

appearances in this matter?
(Witness sworn.)

MR. KELLAHIN: Mr, Examiner,
with your permission we would propose to consolidate Case
8158 with Cases 8159 and 8160 for purposes of testimony.

MR. STOGNER: Okay, Mr. Kella-
hin, we'll now call Case Number 8159, which is the applica-
tion of Wallace 0il and Gas, Incorporated for an unorthodox
location in Roosevelt County.

And we'll alsc call Case Number
8160, which is also an application of Wallace 0il and Gas,
Incorporated for an unorthodox well location in Roosevelt
County, New Mexico.

Are there any other appearances

in either case 8159 or 81607
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4
If not, Cases 8158, 8159 and
8160 shall be consolidated for purposes of hearing.
Please continue, Mr. Kellahin.

MR. KELLAHIN: Thank you, Mr.

Examiner.

JACK C. WALLACE, JR.,
being called as a witness and being duly sworn upon his

cath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. KELLAHIN:
Q Mr. Wallace, for the record would you
please state your name and occupation?
A I'm Jack C. Wallace, Jr. 1 am Vice Pres-
ident of Exploration of Wallace 0il and Gas.
Q Mr. Wallace, do you hold any professional

degrees either in petroleum engineering or in petroleum geo-

logy?
A Yes, sir, I do.
¢ And in what field, sir?
A Geology, with a minor in engineering.
0 When and where did you obtain your degree

in geology with a minor in engineering, Mr. Wallace?
A I studied at Colorado School of Mines for
three years from 1970 to 1973 and I completed my work in

1974 at the University of Oklahoma.
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Q Subsequent to your graduation have you
been employed in the oil and gas profession as a geologist?

A - I worked as a student geologist for Entex
(sic) Corporation from 1970 to 1974. 1 worked for Wagner
and Brown of Midland, Texas from '74 through '77, leaving as
Chief Geologist of their Oklahoma City office, and have been
with Wallace 0il and Gas the remainder of that time.

Q As a geologist for Wallace 0il and Gas,
Inc. have you made a study of the geology in the North Chav-
eroc Canyon Pool in Roosevelt County, New Mexico?

A Yes, sir, 1 have.

Q And does your company have o©il and gas
interests within that pool?

A Yes, sir, we do.

MR. KELLAHIN: We tender Mr.
Wallace as an expert petroleum geologist, Mr. Examiner.

MR. STOGNER: Mr. Wallace is so
qualified.

9 Mr. Wallace, let me direct your atten-
tion, sir, to the ownership plat that we've marked as Exhi-
bit Number One in the consolidated cases anéd ask you to
identify for us in a general way what you propose to seek to
accomplish with the three applications.

A Okay. Wallace 0il and Gas owns interest
in Sections 4, 5, and 8, along with various interests in

other surrounding sections.

We propose to drill three wells in Sec-
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tions 4, 5 and 8 at a distance 660 from the south line and
west line of Section 4, 660 from the south line and east
line in Section 5, 660 from the north line and east line of
Section 8. | |

Q All right, sir, for purposes of the North
Chaveroo Canyon Pool, what is the acreage dedication per
well?

A 320 acres.

Q And what will be the spacing unit you
would propose to dedicate to each of the three wells?

A 320 acres.

Q All right, sir, and for the well in Sec-

tion 4 what will be the orientation of that dedication?

A 1t will be a laydown 320.

0 It will be the south half.

A South half.

o} and for Section 5 will it also be the

south half of that section?

A Yes, it will be.

0 And the north half, then, of Section 8.
A That's correct.

Q Let me direct your attention, Mr. Wal-

lace, to Section 9 and to the well symbol in the far
northwest of the northwest of that section and have you
identify that well for me.

A Yes, sir. 1It's the Union No. 1 Roberts.

It is 660 from the north line and 660 from the west line of
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the unit.

Q All right, sir, that well is at an unor-
thodox location in terms of the statewide spacing rules that
apply to this pool.

A That's correct.

o} And you're seeking locations for your
three wells that correspond to similar positions in your
proration units.

A Yes, sir.

Q0 All right, would you identify for us, Mr.
Wallace, the producing wells in the North Chaveroo Canyon
Pool?

A There is only one producing well in the
Canyon, Chaveroo Canyon Pool and that well is the Union Ro-
berts Well that was drilled in 4-14-76.

0 All right, sir, and who is the gas pur-
chaser for the gas produced from that well?

A Cities Service.

Q And do you propose to use the same gas
purchaser for your well?

A Yes, sir, we do.

Q Let's turn now, Mr. Wallace, to what
we've marked as Exhibit Number Two, which is your structure
map, and have you identify that structure map for me.

A Yes, I have. 1It's -- this is a structure
map on top of the Canyon porosity zone.

0 Is this a map that you have prepared?
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A 1 prepared this personally.

Q All right, sir, and why have you used the
top of the Canyon as a point in which to map your structure?

A We felt that this trap is so sﬁbtle in
the Canyon in this particular area, the lithology is so len-
ticular as to be necessary that we bring this kind of con-
trol, it's one inch to 1000 feet, to be accurate as to what
we feel like water contacts might be within the reservoir,
and oil contacts.

Q All right, sir, let's have you identify,
if you will, the wells that you used as control points for
mapping your structure.

A Okay, in Section 4 we used the Union No.
2 Tucker, which is in the southwest quarter of Section 4.

Q That corresponds to the wellsg that you've
identified on Exhibit Number One?

A That's correct.

Q All right, sir, and does that Union No. 2
Tucker Well, has that produced any hydrocarbons from this
pool?

A No, sir, that well was drilled in Octcbher
of 1976 and was a dry hole.

Q All right, sir, what other wells have you
used for control in mapping your structure?

A Okay, the Wallace 0il and Gas No. 1 Tuck~
er in Section 5 that was drilled in October of '83.

Q That's the one in the southwest gquarter
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of 5.
A That's correct.
Q " All right, sir.
A Another penetrétion was the Union No. 1

Tucker, which is in the northwest quarter of Section 8, and
the Union No. 1 Roberts in the northwest quarter of Section
9, as well as the Pauley Petroleum No. 1 Tucker Federal in
Section 9 in the southeast quarter.

Q In your opinion as a geologist, Mr. Wal-
lace, does structure play any importance or significance to
you in determining the location and the possibility of pro-

ducing gas or oil in commercial quantities in this pool?

A Yes, I believe it does.
0 And why do you have that opinion?
A Cur well in Section 5 encountered the

Canyon zone at -4649 and although it wasn't our primary ob-
jective, we got a significant gas show upon drilling it.

On completion of the well we ran a strad-
dle packer test of that particular zone and recovered gas
and water.

The well in Section B by log analysis is
abviously wet. So we feel like there's a water contact
somewhere above and in close proximity to our No. 1 Tucker
in Section 5.

Q All right, sir, let's go on to Exhibit
Number Three, which is the Isopach, and have you identify

that exhibit for me.
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A Okay, this is an Isopach of the net poro-
sity within the Canyon sandstone.

Q " All right, sir. In addition to the net
porosity Isopach you have a plastic overlay that Qoes over
the porosity map, does it not, sir?

A It does. What we attempted to do is to
estimate the water contact from the show in our well, Re-
presented on the west side of the == or the right side of
that -- left side of that overlay is our estimated water
contact within the zone itself. That comes directly off the
structure map with the same scale.

Then we identified what we considered
certain economic limits for producable deliverability with-
in the field itself. We feel like that's the area of pro-
ductivity in the Canyon in this particular region.

0 In your opinion, Mr. Wallace, is there
sufficient well control and well information in the imme-
diate area from which you can reasonably a net porosity Iso-
pach map?

A Yes, sir. We have five wells in four
sections. That's a high degree of control.

Q All right, sir, and the Isopach is your
work product, is it?

A Yes, sir, it is.

Q All right, in terms of the Isopach, then,

you have mapped what you think is the net porosity in the

pool?
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A Yes, sir, I do.

Q Based upon that study, sir, do you have
an opinion as to whether Wallace 0il and Gas, Inc. gains any
unfair advantage over Union of Cal in termé of weall
positions or their proportionate share of the reservoir?

A No, sir. If 1 may refer to the exhibit
that's the computer printout, what we did here --

Q Let's look at that. It's Exhibit Number
Five and it's --

A What we did is -- what I did is I put a
planimeter to this particular reservoir above the water
contact and underlying the drilling and spacing unit, as
described, and calculated the bulk volume of the various
reservoirs above the water contact with permeability, and
what we derived was that under the Union Roberts Well there
was recoverable gas of 484,000, 997 Mcf. The is recoverable
0il of 40,416.5 stock tank barrels.

] All right, wusing this let me go through
that method with you, Mr. Wallace, on the Union acreage and
tell me first of all what is the spacing unit for the Union
Well. Is it the north half or is it the west half of the
section?

A It's the west half of the section.

Q All right. Now using the Isopach and the
gas/water contact overlay, you have taken that area within
the Union proration unit --

A Correct.
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Q -~ spacing unit, and made a calculation
based upon certain parameters.
A " Yes, sir. Upon log calculations we de-

termined that there's a water saturation of appro#imately 30
percent.

From the gas books themselves, and from
their original tests, state tests, we determined that the
gas gravity was .76 and the gas to oil ratio produced during
the recent 12-month period was 12,000 to one.

The temperature at the separator is
usually kept at 70 degrees, between 70 to 75 degrees, and
the APl measured gravity as reported to the State is 54 API.
Porosity on their log is 12 percent and that gave us =-- with
a planimeter we determined that they had 1050 acre feet of
bulk volume reservoir.

Simulating bottom hole conditions at a 60
percent recovery factor from the permeability in the zone,
the implication is that they have approximately half a bil-
lion cubic feet of gas and approximately 40,000 barrels of
0il underlying their proration unit.

0 All right, in setting up that criteria
and those parameters, Mr. Wallace, all those factors are the
same when you apply them to your acreage, except for the
acre feet number and the thickness of the formation.

A Right. The thickness of the formation
and the acre feet again come from a planimeter of the -~ of

the acreage underlying the proration units.
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The -- in fairness, although the porosity
does increase towards the Wallace oil and gas acreage posi-
tion, specifically the well in Section 8 and our well in
Section 5, the porosity ranges aré higher on a cross plot
porosity basis. We though in fairness that we would apply
exactly the same porosity ranges for recovery factors, the
same temperatures, gas/oil ratios, gas gravities, and water
saturations. The only variation would be the actual bulk
volume of the reservoir.

0 Mr. Wallace, is this a standard technique
for determining the original cil in place in a reservoir?

A Yes, sir, it is.

4] And you've applied the same recovery fac-
tors for both ownerships?

A That's correct.

0 In your opinion is this a fair and rea-
sonable and conservative recovery estimate?

A Yes, sir, it is.

Q All right. 1In your opinion, based upon
your calculations and your examination of the data, are you
gaining any unfair advantage over Union?

A No, sir. As a matter of fact, quite a
coincidence, the reserves came out to be approximately one-
guarter under the Roberts Well and three-quarters under our
proration unit.

o In terms of production from the Union

Well, what portion of their recoverable cil and gas in place
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underneath their tract have they now recovered?

A As of -- as of the first of December of
1983, which is the most recent information we have, they
have recovered 168,200,000 Mcf of gas, 9953 barreis of oil,
28 barrels of water.

Q What percentage of the total recoverable
oil and gas in place does that number represent?

A They've recovered approximately one-
quarter of their oil and about one~third of their gas.

o] All right, sir. Mr. wWallace, let me dir-
ect your attention to Exhibit Number Four, which is the
cross section, and have you identify that for us , please,

A Yes, sir. This cross section is a cross
section of the four critical wells pertaining to this appli-
cation.

The section numbers and locations, which
are,you can see,down at the base of the various logs, the
log in Section 4, the zone being colored there is the Canyon
zone of interest.

As you can see in Section 4 the zone is
developed but tight, which means it's most likely at the
very edge of the reservoir,

In Section 9, which is the producing
well, the Union Roberts, you can see it has developed por-
osity and a slight degree of gas effect.

In our well vou can see the zone is thin-

ner but the porosity ranges are higher but we don't have gas
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effect, which would be congistent with our gas/water drill
stem test.

In Section 8, which is the well that's
obviously wet, the porosity range§ are much highef, in the
range of 15 percent, and obviously wet on the resistivity
log.

Q All right, sir, how did you correlate
your logs in terms of picking a definable marker or datum
point upon which to hang the logs?

2 Well, we did a one-inch scale from -- all
the way from the -- just below the P2 zone in ;he San Andres
all the way to the Mississippian contact, but upon this
cross section the most definable unit and an excellent mark-
er is this tight carbonate that exists directly below the
Canyon sandstone, As you can see, if you see the marker be~
low the Canyon zone there, that particular tight limestone
is developed in all those wells, although it breaks up
slightly in the No. 2 Tucker on the left of the cross sec-
tion.

Q In your opinion is there reasonable geo-
logic continuity across the reservoir as we have projected
it on your Ispach, Exhibit Number Three?

A Yes, sir, there is.

Q All right, sir. Were Exhibits One
through Four, Mr. Wallace, prepared by you or under your
direction and superivision?

A Yes, sir, they were.
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0 And you prepared also Exhibit Number
Five, didn't you?
A " That's correct, sir,.
Q In your opinioﬁ, Mr. Wallace, will ap-

proval of this application be in the best interests of con-
servation, the prevention of waste, and the protection of
correlative rights?
A Yes, sir.
MR. KELLAHIN: Mr. Examiner, we
move the introduction of Exhibits One through Five.
MR. STOGNER: Exhibits One

through Five will be admitted into evidence.

CROSS EXAMINATION
BY MR. STOGHMNER:
0 Mr. Wallace, let's go back to Exhibit

Number One.

A Yes, sir.

Q In Section 5 you show the Wallace No. 1
Tucker.

A Yes, sir.

Q Did that have any production from the

zone in guestion?

A No, sir, it didn't. That's the one we
produced gas/water on a drill stem test. We had excellent
pressures indicating good permeability.

Q Okay. Let's drop down to Section 8, the
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Union No. 1 Tucker. Do you know if that had any production
at any time from the --

A " No, sir. As a matter of fact, the Wal-
lace 0il and Gas No. 1 Tucker waQ predicated on the Union
No. 1 Tucker. They recovered 407 feet of free o0il and a
drill stem test in excess of 3900 feet of o0il and gas cut
salt water with exceptional pressures.

Unfortunately the zone truncated bhefore
it reached the Wallace No. 1 Tucker.

At present the Tucker is under completion
in the San Andres P2 zone.

Q Let's go back over here to Section 9, the
Pauley No. 2 in the east half -~

A Yes, sir.

0 -- of that section. Did that have any
production from the zone?

A No, sir. The zone was not developed in
the Pauley No. 2 Tucker at all. The Pauley Well produces
from the Bough C. It had a high potential of oil and water,
produces a tremendous amount of water, I believe it was
about 150 barrels a day and about 250 bharrels of water a day.

It injects water into the well in Section

16 teo the south of it.

Q On your Exhibit Number Five, the -- your
acre feet, were they calculated by planimeter.

A Yes, sir, by planimeter.

Q Okay, could you go over that again, how
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you -- what markers you used on your planimetering?

A We used for the planimeter, we used the
boundary of the proration unit and planimetered each indivi-
dual Ispach interval, all the way to 15, and everjthing a-
bove 15 was considered to be an average of 17-1/2 feet.

Q Did you take into account the water con-
tact --

A Yes, sir, we did. That was the -~ that
was the westernmost boundary, was the water contact.

Q Okay.

MR. STOGNER: That's all the
questions I have for Mr. Wallace at this time.

Are there any other questions
of this witness?

MR. KELLARHIN: No, sir.

MR. STOGNER: If not, he may be
excused.

Mr. Kellahin, do you have
anything further in any of these cases this morning?

MR. KELLAHIY: MNo, sir, thank
you.

MR. STOGNER: Does anybody else
have anything further in Cases Numbers 8158, 8159 or 8160
this morning?

If not, these cases will be
taken under advisement.

(Hearing concluded.)
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