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Number 9152.

MR, STOGNTR: Call next Case

Application of Texaco Producing,

Inc. for an unorthodox gas well location, TLea County, HNew

Mexico.

MR. STOGNER: (Call for appear-

ances in this case,

MR, HALL: I'm Scott Hall with

the Campbell & Black Law Firm, Santa Fe, appearing on bhehalf

cf the applicant.

morning.

We have two witnesses this

MR. STOGHNER: Are there any

other appearances in this case?

at this time?

being called

Will the witnesses please stand

{Hitnesses sworn.,)

MR. SETOGHER: Mr. Hall.

GARY KERN,

as & witness and being duly sworn upon 4is

oF

oath, testified as follows, to-wit:
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BY ¥MR. HALL:

O

-

DIRECT EXAMINATICH

Fer the record please state your name and

vour place of residence.

A
reside in Midland,
¢

A

Gkay. My name 1s Gary Kern ané¢ I'm ~-= I
Texas.
By whom are vyou employed?

I'm employed by Texaco, Incorporated, as

a Division Proration Engineer.

@

And ou've previously testified before
Y 3

the OCD or its examiners, have you not?

A

)

ified

qualified.
¢
wlication filed in

A

7
A

area?
A
O

application?

Yes, I have.

MR. HAULL: Is the witness ocual-

MR. STOGHNER: Mr. Kern 1is so

All right. Are you familiar with the ap-
this case?
Yes, 1 am,

3

And have you made a study of the subiect

Yes, 1 have.

What is it that Texaco is seeking by this




10
1"
12
13
14
15
16
17
18
19
20
21
22
23
24

25

A Texaco is seeking an unorthodox location
for the McKee Gas Pool, which is a wildcat in this area. 1
might add that we are also, or we have applied for orthodox
locations in both the Devonian and Pennsylvanian Pools and
those would be the -- in particular the Vacuum Devonian Pool
Area and the Vacuum Upper Pennsylvanian Pool.

G Rut you have one location, three comple-
tions, is that correct?

A That 1s correct.

Q Are you familiar with the pool rules in

A Yes, I am.
Q Okay, what are the well location require-

ments with respect to the pdol rules?

A The well location requirements call for
locations of 1980 feet from the end boundary and 660 from
tne side boundary, without being closer than 330-foot to any
quarter/qauarter section.

] All right, let's look at Exhibit Cne, if
vou could identify that and explain that to the Examiner.

A Okavy. Exhibit One, first of all there
are several things I've attempted to show here.

In the upper part there under Sections 3%
and 36 I've shown the areas which are designated, or desig-

nate the Vacuum Devonian Pool Area, and that's the thinner
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1)
hatched 1line, which includes the northeast quarter of Sec-
tion 35 as well as the west half of Section 34.

I've also shown in the darker hatching
the pool area of the Vacuum Upper Pennsylvanian Pool, and it
includes all of Section 36 and the west half of Section 31.

In addition, I've shown in the middle
nart of the page under the New Mexico R State NCT 3 TN
Lease, which 1s the south half of Section 1, it's a 320~acre
lease, I've shown the areas where Texaco can drill both De-
vonian Pennsylvanian wells which the pool rules are the sane
for, and -- as well as the McKee wildcat test.

The McKee wildcat test would have legal
locations where the squares are indicated and those match
the field rules that I have previously testified to.

The circle areas match where we could
darill a Devonian or Pennsylvanian Pool well. I might note
that the red arrow to the dot indicates where our proposed
well location is.

There's only two real areas there where
we could drill orthodox locations in all three pools. The
location we have proposed 1s orthodox for the Devonian and
the Pennsyvlvanian, which are our primary objectives.

9] All right, let's look at Exhibit Two. If

-

vyou would identify that and explain that tc the Fxaminer.

A Exnhibit Two is a map. This just hasical-
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7
ly shows this same == the same area, and just to get the
bearings straight, Section 1 is located in the upper left
corner and it shows the wells that produce, or really the
formations that produce in this area. There are the Crav-
hurg-San Andres, the Glorieta, the Drinkard, the abo, and
the Devonian. Some Devonian production is shown here in the
southeast -- southeast guarter of Section 7. There are also
some to the north, which this map doesn't encompass, but
which are =-- which are encompassed in the pocl areas which
I've previously testified to in Exhibit One.

O All right, and what's the primary produ-
cing interval in this area?

A Primarily the Grayburg-San Andres and

it's under waterflood in this area.

[/

2 Ckay. Let's look at Exnibit Three, which
I believe are your OCD filings.

A Exhibit Three constitute the approved
coples of the C-101s and 102s which were filed in the JHobbs
oCch Cffice. They were approved, let's see, I guess it was
on May 21lst and signed by —- the orvriginals were signed by
Paul Kautz, the geologlst, and they were approved with the
notation that no production for McKee gas would be author-
ized antil  the unorthodox location is approved, which is

what we're seeking here today.

9, While we're on the €-16G1L, is there sonme
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B
sort of discrepancy with the well name for this location?

A Yes, there is. There was -~- when we Ori-
ginally made application we had had some discussions with
the OCD here in Santa ¥e, and they indicated that the well
snould ~- should be classified as the New Mexico R State HNCT
3 Well No. 24 TN, and that's how we originally filed the ap-
plication.

And then when it got to Hobbs they ad-
vised us that TN could not be in the well name, 50 we then
changed the lease name to the New Mexico R State NCT 3 Ty
Well No. 24.

There may be a little confusion even on
some of the exhibits here today in regard to that well and
lease designation.

MR, STOGNIR: What's the proper
name of it? New Mexicc R State NCT 3 TN Well wo. 24.

A Yeah, thqt's -- that's what was approved
at the OCDh Office in Hobbs.

Q Now, I understand that vour location is
standard with respect to a Devonian, is that correct?

A That 1s correct. The Revonian and Penn-—
sylvanian also.

] Recause you're also completing in the

McKee, i

[43]

that what's necessitating the unorthodox applica-

tion?
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A That 1s correct.

O 211 right. Do you pelieve that produc-
tion from the McKee should be penalized due to the unortho-
dox location?

A Ro, 1 do not.

G Okay. Well, if it is penalized, what -~
will that affect Yexaco's plans at allz?

A Yes., The g¢geological witness who will
come on after me will testify probably more to this, but ths
ticKee 1s a high risk test, and in fact, the only reason
we're really testing it is because we are drilling a well to
tie Devonian and Pennsylvanian. Really the Devonian is our
primary objective, but due to the proximity to the MNcKee, we
feel 1like that a test of the McKee is actually warranted
herea.

O All right. Let's look at Fxhibit Four.
tiave you directed that a notice be provided to all offset

operators are reguired by the OCD rules?

A Yes, we have,

U Ana does Exhibit Four reflect that?

A Yes, it does.

v Exhibit Five, 1if you would look at that,

please. Who are the offset operators?
A Ckay. The offset operators are Maratheon

Cil to the -- which is due east of our location, which is
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Lo
the direction which is the unorthodox location, as well as
Exxon Corporation, which is immediately to the south.
G All right, and have you sought and ob-

tained waivers from those offset operators?

A Yes, we have,

> And are they evidenced by Exhibit Five?

A Yes, they are.

Q Mr. Kern, do vou believe that aranting

?

Texaco's application will be in the best interests of con-
servation, the protection of correlative rights and the pre-

vention of waste?

A Yes, I do.

Q what is the present status of the well?

A Okay, the well, in fact I checked this
morning, the well is actually drilling at == well, we've
made -~ we've drilled 14-1/2 inch, what we call a pilot

hole. This is in an area of severe waterflows, and so we're
setting —- wea're going to set a 20-inch surface casing, or a
20=inch casing here down to 1563 feet.

We've made the 14-1/2 inch or 14-3/4 inch
pilot hole and we're now coming in and drilling that hole
out to 24 inches in which we're currently at 859 feet.

Q Well, because drilling is underway is an

expeditied order necessary in this case?

A We would like it to be expedited as we
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[
)

feel that we could conceivably he at the Mckee, or testing
the McKee, sometime around mid-Julvy.
o All richt, were Exhibits OCne through Five
prepared bpy vou or at your direction?
A Yes, they were,
MR. HALL: We offer Exhibits
One through Five and that concludes our direct of this
witness,.
MR, STOGNWEN: Exhibits Cne

throuagn Five will be admitted into evidence.

CROSS EXAMINATION
BY MR. STOGNER:
¢ Mr. Kern, when was this well spudded?
MR. RYAN: 6-8-37.

A On June 8th, '87.

e

B

June 8, '87. So this well was spudded
petween the time you made the application until today.

A We originally thought that we would ~-- we
could get an administratively approved uncrthodox location.
We found out different.

6 Okay, that's due to it only being

h
(o3
o

foot from the end boundary, is that correct?

A That's correct.

s

T

0 when I refer to ¥Exhibit Number Two --
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A Okav.

C -= you show over there in vour legend Abo
production is shown in the purple and Devonian production is
shown with a circle. What is the one between that, the

orange field with a little black dot?

A 3o you mean the unlabeled?
Q) Yeah, the unlabeled production.

MR. RYAN: That's Abo Reef
and the one that says Abo production is Al » Back Reef.
They're beth Abo production.

MR. STOGUWER: I1've got some
gquestions from you, or answers from vou. Would vou identify
yourself?

MR. RYAN: My name is Dale Ryan
and I work for Texaco as an exploration geologist in Denver,
Cclorado.

MR. STOGNER: All right, just
for the record.

Oxay, 1 have no further gques-

tions for #Hr. Kern at this time.

et
M
job

()
—
=

He may be excused. Mr.

DALE RYAN,
peing called as a witness and being duly sworn upon his

cath, testified as follows, to-wit:
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DIRECT EXAMINATIN
By MR. HALL:

5 Mr. Ryan, have you
the OCh before?

A Ho, sir, I have not

o wWhy don't you give
nrief summary of your educational
exparience?

A I have a Master's d
the University of Akron. I1've wor
exploration geologist for slightly lon
all of which time in the Permian Basi
Mexico,.

0 All right. Are vy

application in this case?

A Yes, I am.

0 And are you famil
well?

A Yes, 1 am.

MR. HALL

as a gualified geologist.

o
et

ever testified hefore
the hearing examiner a
background and work
egree in geology from
ked for Texaco as an
ger than seven vears,

n, %West Texas and MNew

ou famwmiliar with the

iar with the subiject

: We'd offer Mr Ryan

MR. STOGHER: Mr. Rvyan 1s so

qualified.

Y ¥Mr. Rvan, have

you prepared certain
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exhibits and conducted a study in connection with this

application?

A Yes, I have.
G A1l right, let's look at those exhibits.
if vyou' turn to your Exhibit Six and explain that to the

Bxaminer.

A Fxhipit Wumber Six is & base of Woodford
structural map, wiich represents the structural top of the
evonian., It demonstrates the structural closure on the
prospect that is currently being drilled by Texaco.

The circled well with a vertical slash
indicates the location of the currently drilling well which
Mr. Kern referred to.

The triangular location demonstrates the
position of the orthodox location for both ¥McKee and Devon-
ian, which Gary referred to on his previous exhibit.

This map demonstrates that the orthodox
location for botih McKee and Devonian would be structurally
down dip by approximately 160 feet to the position of the
well currently being drilled for the Devonian.

¥ All right, s0 structure was one of the
most ilmportant consideraticons?

A Yes, sir.

. In spotting your location?

A That's correct.
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0 All right. Again we've asked Mr. Hern
this, so why 1is the unorthodox location necesgary?
2 We feel that this is the best locaticn to

test Dboth the McKee and Devonian horizons and in addition,
the Pennsylvanian horizon and that we may be sacrificing a
commercial well by drilling the initial test at an unor=zho-
dox location for both zones.

G All right. Let's look at Bxhibit 8Six.

Oh, I'm sorry, Exhibit Seven.

o
W
lad

Would vou identify that and explain 1l
te the ODxaminer?

A Exhibit Seven, yeah, Exhibit 3Seven is a
top of McKee sand structure map and it demonstrates the
structural configuration at the McKee horizon.

Also indicated on the map are a number of
Simpson and specifically McKee penetrations, of which there
are only two McKkee penetrations in this entire area, which
is the basis for wanting to take ~- to justify takine the

Devonian well, which 1s te primary target, into the dNcKee.

)

G All right, oh, well, do you ~- if & pro-
cduction penalty 1is imposed, what will Texaco's plang he?

A I wculd think that we would re-evaluate
the program and there's a possibility that we would not take

this well to the McKee.

Q All right, would a penalty of any kind
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render the McKee completion uneconomic?

A Yes, I believe it would.

16

G Mr. Rvan, in your opinion will the

£

conservation, the prevention of waste and

correlative rights?

A Yes, it would.
0 Were rExhibits Six and Seve

you or at your direction?

A Yes, they were.

ranting of Texaco's application be in the bhest interests of

nrotection of

:n prepared by

MR. HALL: We'll offer Exhibits

8ix and 8Seven and that concludes our direct of this witness,.

MR, STOGNER: [Exhibits Six and

Seven will be admitted into evidence at this time.

CROSS EXAMINATION

BY MR. STOGNER:

XD

5ix, you show the well up in Section 24 in

-

lefthand corner

Mr. Ryan, referring to Bxhibit Number

he far urrma-

o be a ary hole, hut referring to the 'eil

down in Section 35 in the extreme lower righthand corner --
A Are vyou referring to Exhibit 3ix or
Seven?
§ I'm sorry, Exhibit Seven.

A Okay.
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o My apology.
A Could vou please ask that again?
" Yeah. I'm referring now to the well down

in Section 35 in the extreme lower rignthand corner.

A Yes, sSir.
0 Is that well presently producing?
A I believe the well is preoducing from the

Devonian formation.

0 Was 1t ever commercially completed in the
McKee?
A No, sir, 1t was not. It tested subcom-

mercial guantities of gas and quite an amount of condensate

from the McKee formation.

G And now about the two wells above that?
A Those wells penetrated thne Zimpson, did

not penetrate the McKee, which is located at tha base of ithe
Simpson formation, and were not productive from =- from Lhat
norizon and are productive from shallower zones.

o 80 you only have these two wells as well
control in the McKee, right?

A I have the well to the north in Section
26 and the well in Section 35, that's correct, as McKee nen-
etrations.

o Okay. To help vou evaluate this did vou

utilize geophysical data to come up with all those frac-
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[
a1
]
]
"3

A Yes, we did.
n oxay.

MR, STOCNER:
other guestions

If not, he ma

Hall, do
this case?

MR, HALL: Uo
MR. STOGHER:

have anything further in Case Humber 91527
If not, this

under

advisement.

(Hearing concluded.)

18

Are there any
Yy be excused.
you have anything

thing Further.

Does anybody else

case will bhe

taken
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I, OGALLY W. BQCYD, C.S.R., [0 HERERY CDR-
TIPY the foregoing Transcript of Hearing before the 0il Con-
servation Division (Commission) was reported by me; that the
said transcript is a full, true, and correct record

prepared by me to the best of my ability.

~Qil Conservaﬁob Eﬁszon




