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MR, CATANACH: We'll cull rext

MR. TAYLOR: In the patter
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Being reopened pursuant to the nrovisionsz »f Orides
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g0-acrea spacing anits,

Operators in said pool may ap=-
pear and show cause why sald pool should not be developed on
4)~acre spacing units.

MR, CATANACH: Are ihere ap-

S

pearances in this case

MR. KELLAHIN: Yes, Hr, Lhxam-
inar. I'm Tom Kellahin of Santa Fe, New Mexlico,. i'm oz
r2aring on pehalf of Pennzoil.

We are prepared Lo pressnt avi-
deace 1in support of the continuation of the special  poo
cales, including the provision for 80-acre spacing.

MR. BRUCE: Mr. Examiner, my

name 1s Jim Bruce from the Hinkle Law Firm in Santa o, ran-

. - = . o [
Taie Lgm iy 5 ! o ] MR} 3 e €51
LI A 2 i [T ~ i’ i N

And I Jjust will have a sghord
statement to make.
MR, IVES: Mr. LDxaminer, oy

aame is Peter Ives witn the firm of Campbell & Black, entor-
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ST Pennzol: Lo establis’ht a new pool and Lo desigrete 0-scrve

spacing for what was dealered to be the Shiop-Ctrawrn Ma0l.
Pennzoil, as the aunrnlicant, ro-
in  addition the flexibility of well lccations 0o

that  within  the 230-acre tract so long as the well! was  lo-

tract, *then they were standard well locations.

Subsequent to the entry of that
order, which was R~80862, the Division staff decided thay
wanted this pool, as well as other pools, Lo rapan capon .
spacing formula that required standard locations to be with-
in 153 feebt of the center of a quarter quarter section, and
therefore Case 8790 was called, resulting in Order R-3062-2,

ai rul

@
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shanging  the well location rule of the spec

£

ting those locations, then, on 150 feet of the zenter of =
guartay guarter saction.

He have an engineering witnans

waday Lo present evidence to support our ocizinal opiniong

La the 2arlier hearing and to reconfirm for you the 3ustifi-
cation for the 80-acre spacing rule.
VR, OCATAMALH: Sovry, vl e

and be sworn in?
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Are there any other wibtnesses

in this casa?

(Witness sworn.)
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Dompany

(0 All rignt, sir, would you pi shata
and accupation?

I I'm Ra e oo opatraleua a2

s ¥Mr. Hodglas, have vou previousiy tasbl-
petroleun engineer befaore the Divisian?

Fa Yes, I nave.

9 Pursuant to vour employsant by  Paanzoll

nave you made a study of the R

our propos=d continuation of roian

-

the Shipp-Strawn Pool’

;‘n Ye

Vi

&

"y

7 And pursuant to that study have you oom-

made exnibits from the fiel, Insiluding exhibits of

a2 v

s
"
.
G
Ui
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A T v 1T Y -~ oy v - * K em
MR. RELLAHIN: e tandoy £,

]

i

as an expert patroleum engineer,

M. TATANACH: M. HMedgins
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e direct you, ficst of 41, bt Bri

*\ Y
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Pans

Hit  Kumper Qne, and have you identify for us ‘that plac,

st 1o with the Jocation of the Shipp-Strawn Poal, a5 Jo-

et

r

G

clcned on that exhibit.
A ahinit On2 osnows all o Throewn pouis
thie Shipp Pleld area, the 3Shipp Tield being shown an o,
Q Are there any exceptions to special pool

rules in this area whereby there are pools spac=da Jpgon other

oy

than 30 acres?

A Yes.

o And  whilch pools are spaced upon  other
chan 20 acres?
A The Lovington East, which i3 bwo  wells,
section 32 and Section b.

N, Thev're indiczted in the yallow?

A Indicated in the yellow.

o Are there any producing wells left 10

. .
£y N'm.'

o TR L am o % . ~

- Biedn Frooa == Lhat's the Towvi sgion F
iy A4 -

Fay Yers .

& All right, apart from the Lovington st

prool, are there any other pools that have other than 288-aur=
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5| tra disc syary waell 1s for this pool?

7 i and which ope is that

")

8 pit The discovery well was the Vierson Ho. 1,
9 | which is the == the prorstion unit is the east "ol ol .=

10

southeast guarter of Section 4.

1 & Okay, that's the Vierson Ho. 1.

13 o Test your menory, Mr. Hodgiag, whaet do

-

14 vou recall to be the order of drilling for subsejuepl vell

15 1 ¢a TG renanber’t

16 s The Vierson 1 was followed Ly vhe Viacsoun:

17 7, which ‘s in the wast half of the southeast qualteor.

19

perary State 4 Neo.o 1, which is the north haif of the aore .-
20 vert o

21

23

by our Thipp o, L ov i, i Thw
22 | o half 2f the northezst quarter.
Followad by the Tipperary State 4 Je. o,
24 | hich is the osuth helf of the northwest gquartar.
25 That wase followed by the fxacs "7 State
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CLION Y.
And anst  racent P N
~= sy addlition to the field,  was Dhae Tasnkon
State No. 3, which is the east halfl i =
Eotiae T ar GF Soetin 3.
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nave indicated the spadcin

line around each of tha ool

F the northeast guarier, the spacing unit just Lo the easy
5§ the Fxwon well, what 1s the status of tha. w2ll?  Dhat 4
hat?  Is that a location or 1s that a well?
A That's a producing wali.
0 And i1s that in the
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that are currently dedicated to the Shipp-8trawn rocl.

A Yes.
0 All right. let's turn now, sir, to Exhi-

it Number Three anﬁ nave you identify that for us.

A Exhibit Number Three is a lease ownershp
rpilat in tha Shipp field area.

Y Let me take you bagk, Mr. Hodgins, and
have you review with us the state of informaticn that Penn-
z0il  had Dbefore Fxaminer Quintana back last year when we
made the application for the temporary rules, and then after
we do that, we'll go into the current information about the
reservolr.

Te do that, Mr. Hodgins, I have removad
from the original case file 696, #697, FExhibits Seven,
fight, and Nine from that case file for reference, and I
dave given you a copy of those.

Let's go through those exhibits, v, Hod-
gins, and show Mr. Catanach what wae knew about the reservolr
at that time, starting with Exhibit Number Seven, if vou

sleasge.

or

A1l rignt, eir, can vou identify for os
Exhibit numoer Seven from the prior hearing?
A Sxhibit Seven is a Horner, is & pressure
puild~up shown as a Horner plot.

G And what's the purpose of this exhibit:
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A It's just to illustrate the permeability
of the reservoir.

o Qkay, and what is the illustration of the
permeability of the reservoir as depicted by the Viarson No.
1 Well?

A It shows that they have a vermeability of
43 millidarcies.

Q wWhat significance do you attach as a res-—
ervcir engineer to the fact that this particular well in
this pool has a permeability of 43 millidarcies?

A That 43 millidarcies will more than sig=-
nificantly drain 80 acres.

¢ By comparison, to set us some general
guidelines, Mr. Hodgins, if these wells were only capable of
producing, say, 40 acre tracts, what kind of permeability
range, then, would you see demonstrated by these wells?

A To drain 40 acres it would have to be
less than 3 to 5 millidarcies.

o,

U So the fact that vou have 43 millidarcies

in the Vierson No. 1 Well to you is a significant fact in

deternining drainage?
A Yes, sir.
9] All right, let's go to Exhibit Numper

Eight from -- alsoc from the prior hearing record and have

veu identify that exhibit for us.
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A Exhibit Eight 1s a core analysis report
from the Vierson 1.

G To what purpose do you put this type ol

information?

A it farther documents our perveabilicy
data and log data.
O And does this core informaticn confirm

the information indicated on the permeability data?

A Yes.
o In what way?
A It's in agreement with our huild-un data

and  also subseguent coring is in good agreement with this

report.

C All rignt. Let's go to Tyhnihit  mRumber
Nine and have you identify that exhibit from the opric:s
hasring.

A Exhibit Nine is -- shows the reservoirs
varametsrs, or some parameters which illustrate the quality

of the reservoir rock.

Q Okay, and what was the conclusion at that
time Dhased upon the analvsis of tnis Lofoonst.on7T

A That G0-acre spacing would -=- the gquality
of the reservoir would be to drain 80 acres,

¢ 211 right. That exhibit also shows a

drainage calculation?
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14
A Yes.
¢ And is that a drainage radius that is

adequate for purposes of draining 80-acre spased tracts?

A Yes, it is.
] Having reviewed the past history and the
information in the oyior case, Mr. Boely.ns, are vol now ol

the 3ame opinion that Pennzoil was at that oprior hearing,

that 80-acre spacing is s5till justified?

A Yes.
G Al} rignt. Let's talk about the reasons

that you've come to that conclusion and have you lodk now,
2ir, at FExhibit Number Four for today's hearing.

Would you identify that exhihit for us?

A Exhibit Number Pour is snoths

showing reservolr parameters and gquality of reservoir rock

in the Shipp Pield, which -- which is really in close agree-

o

ment with our original exhibits.

It shows a permeability of 45 millidar-
cies, formation volume factor of 1.3, porosities of -~ 1've
shown as B percent. They would range more than 12 nercent.

water saturation I've snowr as 15 percent. foeann that woula

ba a range of 12 to 25 percent would bhe acceptanle. Racov-
ery factors of 25 percent. Reservoir temperature, 160 da-

grees. Q1! viscosity of 28 certipoise and oil gravi:oy of 45

degrees,
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" S0 in terms of analyzing tne 1ireservolr
iyameters based upon the additional wells that have been

drilled, you find that there is close agreement to the ori-

ginal parameters established.

L*Y

A Yas.

[

W arxd uatilizing those paramsters, they sup-

port your conclusion that 80=acre spacing is

H
}..«
@
e
gt

A Yas,
3 All rignt, sir, let's go to Dxaibit dam-

Ler Filve for today's hearing and have you itlentify that o
Lioit for us.
A Exhibit Five is another -- it's another

gressure puild-up plotted as a Horner plet, which shows the

23

-

cialation 0f the permeability, 43 milidarcies.
9] A11 rignt, let's talk, sir, about what
available pressure information that you hz2ve Lo slow

sonmunication or interference between wells that are  shaced

h3 acres apart.

Ingtanco n the ressrsoiy where vou hava SIEESHENTE L SRR LA

0 All right, 1let's use ons of the plats.

v

Parhaps Exhibitc Number Two 13 tne easiest we fye
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used that to i1dentify the walls.

Let's go back to Exhibit Number Two and
have you tell us what information you hzva that has c<auscd
voeu  to believe that vou have confirmation of intecfererce
petween wells on 80-acre spacing.

I Okav, e naeat wmwamnmn
interference test which we ran between our Y"BE" Shipp No. 1.
which 1g the west half o2f the northeast gquartesr and Tipger-

ary's State 4 No. 1, which is the north half 25 tha north-

washt  quarter. Those welis ars approximately 15850 feet
3{Jé\ft.
Tipperary at the time was preoducing their

well. We had just completed our Shipp, "BE" Bhipp Wo. 1.
Prior ot any production we -- wa kept the wal! shut-in, used
it as an observance wall to observe the pressure (raasieants
craated by Tipperary's State 4 No. 1, and we nmodelad those
Prior to actually going out and measuring the ntransients, o
mndeled Lt. come up with a number that we were looking for
#z35 far as what transients we should be seeiny creatal v

tneir well, and upon measuring those transiants Lt was con-

clasive  thabt thoze wwo walls were definitelys in communioa-
Tiodn,
g Do you recall what the prassure  numbers

wera in terms of the modeling and what the measured perfor-

mance was batween the wells? Can you give ug an example of
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the ranges o2f pressure you wers talking aboat?

A I can't recall the exact number but the

range was approximately .1-.2 psi drop per Jday. That's
the medel showed it should be and that's waist the a

measurement showed.

Humper Six, now, and have you identify and desovibe Lh
formation on Exhibit Number Six.

2 Exhibit Number Six is further dozum
tion of reservolrnr paraneters. It's a core analysis ¢

from the Vierson MNo. 2.

L

All right, Just a winute before
degcribe it.

We had a prior Exhibit Hurber Tlght
ad cere information on the Vierson No. 1 and now tie

e Number Six vou have is for the Vierson Ho. 2

")

A That's correct.
G All right, these are wells that aro

0
b

ated in the southeast quarter of Section 4.
A Yes.
o Al rioht, coowpare for un itha oo

ratior batween the Lo wells,

2 Log information?
{ Yes, =ir.

A The cors? Core irnformation?

t

[
LIRS

ctual

Dt
[ S

snta -

i o o b
TG L
S

Phiat

Dwhis

1y

LTy
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the Vierson 1, 1
ment

nad

We —- wWe

s what you concl
Formation.

I've used

agreament

but  you

with our electric

velr parameter exh

nonsainpilley Tange
RN
-
Py
G
PREIS 3 ; F—
geif, Mo, h(‘:dg LN,

with the Vier

the porositi

nave to keon

1'm scrry, the core informaticn.
Although we only recovered I feet fyom
think you could say that it was i 158 SETCRS

son No. 2, although in the Vierson

A R R Lon 8 A [T - ~Y L -y
atr Tthinpih oot ey Taown

Well, in the porosity columm you Can ssa
es rang2 from 4 to 13 percent, which 15
as an acceptadble range a1 2udr paramatern

One thing that may 100k ~~ m2y 100k Lo be
is the water saturation from zhe Sovre  re-

3
)

in mind that this cors 1a8 boan

arillling fluids.

y

S¢ the core analysis is in good agreemest

logs and it's all summarized on our resear-
ilrit.

The core analysis reconfirms, thaern, $ha
that vou nave usel on bLhe pavamabes oeh

Yes,
1 < v q§ s T - oy & A g A PEE TN
All right, sir. Having satlsfiad your-

that the wells in the pool are capable of
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draining  and pregucing on 80-zcre spacing, you furthsar

make an erxamination of what the ecoromic consequenceg or in-

¥

pact would be on drilling wells on 80=-acres versus 40 acren?

pt Yes, I did.

« All right, sir, and have you prepired ar

Soto demonstrate that study?

A Yes, that is Exhibit Mushsr Jevay,

o) All right, sir. Turrn your atteptiocr Lo
Txhibit  Humber Seven and identify and describe what  you’h
Zone in making the comparison.

A Fxhibit Severn shows & Conpavizor « £ v

20 wversus  Rl-acre epacing. it shows that the nvmber of

wells would double; that for 80-acre spsciig we'd only ren

& =

ot well and for 40 vou would need two. Subregus £y whe
capital investment would double. Vouy —~= your bl oand  gas

Teserves, Lowever, would stay the same. Producing 1life

would decrease filve ys=ars in the 4f0-anr:  snacing, woioh
A 4

would be dust acceierate the 1life of your wells.

The capital investment per eguivalent

varrel of recovery wodld aubile with 40-~3 TR TS SN T
- - IS N i e L e LS ~ e PR TR H

234 J2.53 el oDQrrel D00 o aCres as opplsod +to Sl e 4 {32
. P e (o g r ~ . QT

harcels on Ri~acrae spacing.

Se  40-acre spacing would be zu  ecorcnio

b
O
L
[

i
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naot recover

Y
\

}

In establishing the fact that 4l=-azra

any more oil than an S0-~acre well,

game well custs per well, the advantace of 40-

acra gpacing, then, in yvour opinion is sipply -=—- rveduces the
mime it tekes you to sxtract the oil, and accelevrates your
rate ol producticn.

A Yes.

o The converse is that it aizo Joubles the
zugt of the investment per barrel of oil that you weuld havo
Lo mpend in order to get that oil out gquicker.

A That's correct,

2 Afut vou do not ssge, anad bhesed upon  all
vour studies, that the second well is going ot producs &y
more geserves than one single well alone on 80 acros.

A #o, based on the excellent guslity of tha
rosarvoir  rock, 80 acres will recover th2 same amount of
regerves that two 40-~acre spacing wells will.

Q in yvour opinion will zhe driiiing of two
wells per 80 acres constiiute Che drilling of at least  ou
annecessary well?

Yerm .

y i your opinicn should the Commission
maxe perwmanent the existing special pooil ruiles for Lhne
Shipp=Strawn Pcol?

A
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MR. KELLAHIN: That concludes
our examination of this witness, Mr. Catanach.
We move the introduction of Ex-

hibits One through Seven.

MR. CATANACIH: Exhibits ©On

]

through Seven will be admitted into evidence,

MR. BRUCE: We have no
juesticns.,

MR, MARK MARTIN: Sir, my name
is Mark Martin. I'm with Tipperary 0il and Gas and we have
two o©of the wells in there and I just want to make & state-
ment that we want to support making permanent the 80-acre
spacing, and I have a letter to you to that effect that I1'd
like to give at this time.

MR. CATANACH: Okay.

CROSS EXAMINATIOH

BY MR. CATANACH:

Q Mr. Hodgins, you didn't submit ary actual
intereference data. 1Is that -- is that available?

A It's avalilable but I don't have it.

MR. KELLAHIN: Mr. C(atanach,

that 1is to have been Federal Expressed to my office this
morning. It has not yet shown up. We'll be happy to pro-

vide that information to you to reconfirm Mr. Hodgins' tes-
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22
timony about the interference information. If I'n allowed
that opportunity, I'd be happy to bring it over to vou.

MR. CATANACH: Okay, thank vyou
very much.

Ckay, I have nothing further of
the witness. He may be excused,

MR, KELLAHINH: I have nothing
else to present.

MR. BRUCE: Mr. FExaminer, I
just merely want to state on behalf of Exxon that they
support Pennzoil's presentation in this matter.

MR. KELLAHIN: Mr. Examiner,
your file should also indicate a letter dated Novemboer 12th
from Amerind 01l Company, also in support of 80-acre
spacing.

MR. CATANACH: Thank wvou, Mr.
Kellahin.

Is there anything further in
Case 8696 or Case B7907?

If not, they will bg taken

under acvisement.

(Hearing concluded.)




10
1
12
13
14
15
16
17
18
19
20

21

23
24

25

A
(% ]

CERTIFICATHE

I, SALLY ¥, BOYD, C.S5.R., DO HEREBY
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Cil  Conservation Divisicn {(Commission) was reported by me
that the said transcript is a full, true, and correct record

of the hearing, prepared by me to the best of my ability.
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