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Ef mE KkTEEB OF: t 
* 

CASS 171+4 Applicat ion of Ci t i es Service Oi l Ccenpany f o r : 
approval of a u n i t agreement. Applicant , i n ; 
tho above-styled cause, seeks an o~der appro v- ? 
ing i t s Drickey Queen Sand Unit eaib racing *>21i2 % 
acres, ncro or lose, of Federal, State and fee : 
lands i n foimsMps 13 and 14 Sotrtb, Range 31 ; 
East, Caprock-Queen Pool, Loa aad Chaves Coun- t 
t i e s , Hew Mexico. : 

• 

BEFORE* 

Daniel S, !Tutter, 2>cajBiaer. 

i 
r 

m. HOTERi fake next Case 17kh. \ 

2B. PAYSEi Case Applicat ion of Ci t ies Service j 

O i l Corapaay f o r approval of a un i t agreement. 

m . KELLAHIWt Jason Kellahin of Kel lahin & Fox, Santa 

Fe, !?ew JIe:sIeo, representing the applicant . We w i l l have two wit- * 

aeases, Mr. Funk and Mr. Douglasa. 

(witnesses sworn) j 

E u KELLAHUft I f th© 0 omiss ion please, i n t h i s ease 

the applicant i s seeking approval of the Wev Mexico o i l Conserva­

t i o n Oofflaission f o r a u n i t i z a t i o n of a por t ion of the Cap roe' 

Qosen Pool. Approval of the O i l Conservation Gorranisalon i s , as 
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the Commission w e l l knows, established hy law, and we w i l l pre­

sent two witnesses to discuss the u n i t agreement wi th you. 

I would l i k e to c a l l as the f i r s t witness Mr. E. E. Punk. 

E. E. FUM., 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 

DIRECT EXAMimTION 

BY MR. XELLAHIH: 

Q Would you state your name and position, please? 

A E. E. Punk, chief secondary recovery engineer, Cities 

Service Oil Company, Bartlesville, Oklahoma. 

Q Mr. Punk, have you te s t i f i e d before this CoBEnlsslon 

before as an engineer and had your qualifications accepted? 

A Yes, s i r , I have. 

MR. KELLAHIFs Are the witness* qualifications accept­

able? 

MR. NUTTER: Yes, s i r . Please proceed. 

Q Are you familiar with the application that i s before 

the Commission i n this case? 

A Yes, s i r . 

Q. Are you familiar with the proposed unitized project? 

A Yes, I am. 

Q Would you please hand out at this time the Exhibits 

to he used i n this case? 

A I have these things grouped here, and they are going 
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over there for them to use, and one here which I presume will be j 
i 

the record set. 

Q Have the Exhibits been marked on those, Mr. Punk? j 
i 

A No, they haven*t. j 

MR. NUTTERJ As we go, I wil l mark them here, Mr. ! 
Kellahin. j 

i 
(Thereupon, Applicant* s Exhibit 
Ho. 1 was marked for identiflea-i 
tion.) I 

Q Referring, then, to what will be marked as Exhibit Ho.! 
j 

1, would you please discuss that Exhibit? I 

A This i s a map of a large portion of the Caprock-Queen j 

Field, which is in both Lea and Chaves Counties, Hew Mexico. Thifc 

is presented to show the position of the proposed Drickey Unit in 

reference to other operations within the Caprock Field. To the 
i 

north part of this map you see outlined in red a portion of what j 

is a unitised operation operated by the G-raridge Corporation j 
i 

where they have water flooding operations in effect now. To the j 

west of that, outlined in blue, is a similar unit operated by 

Ambassador Cil Corporation. To the south of that, outlined in 

orange, i s what really should be two units. The fi r s t one mile 

of that area immediately south of Ambassador and Graridge Units 

is called the Worth Central Caprock Unit operated by Great West­

ern. That Unit also i s in effect for water flood. The re­

mainder of the area outlined in yellow i s the proposed rock unit 

also to be operated by Great Western. That Unit i s s t i l l in the 
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5 
organising stage. Adjoining that on the south, outlined in 

yellow, i s the Drickey Queen Sand Unit proposed, which i s the 

subject of our hearing. Adjoining that, to the south, shows a 

portion of a Unit being f orraed by the operator headed up by Union 

Oil Company. You* 11 also notice to the southwest of the Drickey 

Unit and the northwest of this proposed Union Oil Company* s Unit 

an area that isn't included. That area was left out because at 

this time there i s too l i t t l e information to establish that the 

field is completely defined, and we weren't able to cows up with 

the data needed for participation. TTow, while that area appar­

ently has no one»s efforts going at the present time, in one of 

our meetings a representstire of Phillips Petroleum, who has been 

an operator in that area, stated that when the time cams that the 

area was fully defined — the productire limits were fully de­

fined, that they would take the lead in forming a unit,if i t was 

necessary to get water flooding going. I t i s entirely possible 

that that area will be subsequently added to either the Drickey 

Unit or the unit operated by, or to be operated by Union. 

Q ]fow, Mr. Punk, do you know whether these other units 

you hare discussed hare been approved by this Commissi on, with 

the exception of the proposed Union Oil Company Unit? 

A Well, I don't know definitely, but I think the proced­

ure requires them to be approved, so they must have been. 

Q Does the map indicate to you that i t i s the intention 

of the operators to continue the organization of these water floo 3 
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projecta oa * unit1zoo basis? 

A Very definitely so. I think it shows that within a 

matter of another two years the entire Caprock Field will be 

organised into unit groups entirely, and all for water flooding. 
i 

Q In your opinion, is that a necessary step in an effec- j 
i 
i 

tire water flood project? 

A I t certainly i s . 

(Thereupon, Applicant's Exhibit Hoj. 
2 was marked for i dent if ieation.) 

Q Referring to Exhibit Ho. 2, would you discuss that Ex- j 

hibit, please? 

A This map i s not quite so bulky. This is a map of the 

proposed Drickey Queen Sand Unit. The hashed lines show the out- \ 

line of the Unit area as covered by the unit agreement. The 
i 

shaded area covers tracts which have not qualified and will not j 

be included in the Unit if i t goes into effect in the very near 

fixture* 
Q For what reason are they not Included? j 

i 

A Well, I have a number of items, of Exhibits that we j 

can Introduce here in regard to each one. I might say that their 

reasons are — 
i 

C Well, just summarize. Have they signed the unit agree-i 

A Ho, they have not signed the unit agreement, that's 

true. That's the reason they are not Included right now, 
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7 
Q Ia there aay possibility that these tracts, wtiich are J 

not included, may come into the agreement? 

A The unit agreement permits them to come ln later. If 

any of them should be signed up between now and the time the Unit j 

goes into effect, why we would, of course, seek the necessary ap- j 

proval of this Commission and the State Land Commission and the j 

Federal Government for their inclusion at the time the Unit goes I 

into effect. How, furthermore, I f any of the tracts qualify by 

reason of the parties having signed within fee f i rs t six months, : 
| 

they may be included on the same basis as i s outlined in the unit I 
! 

agreement, of course, again, subject to approval by the three 

agsneies which I just mentioned. After six months from the effec­

tive date, they s t i l l may be Included on a negotiated basis, which; 

in turn, has to have the approval of the governmental agencies 1 

involved. 

Q How, In your position, you have worked with represen-

tat ive s of the working interest owners, have you not? 

A Yes,sir, I have. I 
j 

Q. Have you become acquainted with the reasons of certain 1 

working Interest owners for refusing to execute the working in­

terest agreement? j 

A Yes, s i r . 

Q Would you review briefly the situations involved and 

explain the probable future relationship between the non-quelify-

lng tracts and the qualifying tracts in the Unit? 
i 
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A Well, I will, in the course of doing so, present cer- j 
i 

tain Items of irf ormation here which can he considered Exhibits, j 

PIrst of a l l , Tracts Has. k and ? are involved. They are opera-! 

tlons of John Trigg. John Trigg has, by these two Tracts, the j 

adjacent area that Is not being committed to the Unit. In 
i 
i 

place of participating in the Unit, Mr. Trigg felt that he had a j 

sufficiently large block to operate on his own, and he just de- I 

sired to remain as his own operator. Wow, I ' l l agree that that 

Tract, or his two Tracts, are large enough for that sort of ar- i 
i 

rangement. j 

f You do agree with that? j 

A Yes, s i r . 

Q. How, have you worked out any cooperative agreement j 
j 

with Mr. Trigg in regard to the water flood project? j 

A Yes, sir, we have a line well agreement executed 

by Cities Service Oil Company and John Trigg which 1*11 present 

here as the next Exhibit. 

Q That will be Exhibit Ho. 3? 

A Yes. This agreement i s in two parts. Part 1 calls 

for conversion of certain line wells to input by Trigg and by 

Cities Service regardless of whether this Drickey Unit goes into 

effect or not. That Is because Trigg*s Tract Ho. $ — that's the 

Unit tract number, and the Cities Service Tract Ho. 6 have a coa-
i 

mon boundary of one and a half miles. Part Ho. 2 calls for ad- I 
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i9 
d i t i o n a l l i ne input wells to be converted on the part of John 

! 

Trigg and the Ci t i e s Service operated Drickey Unit i f the Drickey; 

Unit i a i n e f f e c t . How, t h i s l i ne agreement specif ies dates f o r 

wells to be converted to input . That i s an anticipated rate of 

development which, of course, I s subject to the superseding con­

t r o l of the Hew Mexico O i l Conservation Commission, the State Lane 

Commission, and the Federal Government. 

Q How, does the input pat tern called f o r In the Trigg 

l i n e agreement conform to the preva i l ing pat tern i n the Unit? 

A Yes, what I c a l l an eighty-acre f i v e spot plan, was 

f i r s t used by the Graridge project I n the extreme north end of 

the f i e l d , and I t has been followed by a l l the water f loods that 

have been started i n the Caprock F i e l d . The Trigg l i ne agreement 

i s i n complete conformity wi th the ult imate extension of that 

established pa t te rn . 
C. V£hy do you f i n d i t necessary to have two parts to the 

* 

Trigg l i n e agreement? 

A Both Ci t i es Service and Trigg have already obtained 

water f lood permits on the i r adjo in ing leases, that i s , the Tract, 

Ho.. $ and 6, by the un i t agreement. A p i l o t water f l ood has 

been i n e f f e c t on the Ci t i es Service lease f o r about fourteen 

months. I t needs to be backed up by addi t ional Input wel ls r i g h t 

away. This agreement permits such backup even though there 

might be a delay i n ge t t ing the u n i t in to e f f e c t . 

C„ How, would you please continue w i t h your discussion as 

3 
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to the other non-qualifying tracts involved in the unit? 
I 

A Gulf Oil Corporation executed tho unit agroament inao- ; 

far as i t concerned a l l of their tracts except tract Ho. hh» They 

fe l t that this tract would receive a l i t t le better participation 

if i t would be included in Great Western's proposed rock unit 

rather than in the Drickey Unit* Since they had the say so on 

the matter5 we had to allow teem to go ahead la that fashion. We 

did ask them to execute a line agreement on input wells which 

would assure us that the Drickey Unit would be adequately pro-
j 

tected. We drew up a line agreement and submitted it to them, I 
i 

which I have a copy of here. Wow, this line agreement — 
i 

Q That wi l l be Exhibit Ho. j±? I 

A Yes. This line agreement was not signed. Wow, they 

replied teat they were ln sympathy with the program and the time 

for the input wells* and felt that they could not commit, or eoulf 

not actually sign such an agreement since they would be committing 

tee as yet unformed rock unit where they hoped to have this tract 

included. They did give us a letter to that effect, of which I 

have a copy, which we can present as an Exhibit. I believe that 
i 

will be Exhibit Ho. 

Q How, how about Texas Pacific Coal & oil Company? 

A Well* Texas Pacific acted in a fashion similar to Gulf„ 

They executed tee agreement for several tracts, but withheld 

Tract Ho. 37, which ts also on the north immediately adjacent to 

the proposed Rock Unit. How, this line well agreement which we 
i 
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presented as a suggested agreement, and was not signed, was to be 

signed by Gulf and Texas Pacific both. They also declined to cinch 

an agreement f o r similar reasons. They did give us a l e t t e r which 

we have duplicated here and can present here as an Exhibit, or 

w i l l present as an Exhibit, i n which they also state t h e i r w i l l ­

ingness to cooperate and thei r sympathy with the overall program, 

but t h e i r unwillingness to commit to a f i r m l i n e well agreement 

at t h i s time. 

Q, How, how about the tracts held i n the name of Ambassa­

dor? i 
i 

A Well, Ambassador acquired Tracts Ho. 26 and Ho. 23 i n j 
i 
! 

June of 1959. As such, they didn't attend the several operators' 

meetings that we held i n 1958 at which time the Drickey Unit par­

t i c i p a t i o n wad developed. The action of Gulf anc Texas Pacific 

i n regard to t h e i r Tracts lu\[. and 37 ef f e c t i v e l y isolates Tract 

Ho. 26 from the rest of the proposed Drickey Unit, and makes i t 

necessary that Ambassador seek inclusion of Tract T̂o. 26 i n the 

Rock Unit. In regard to Tract.Ho. 23, Ambassador feels that they 

are e n t i t l e d to a greater percent i n the Drickey Unit than was 

allowed by the p a r t i c i p a t i o n formula. 

How, I agree with Ambassador's contention that the per­

formance of Tract 28 since July of 1953 makes i t appear that t h i s 

t r a c t should have a l i t t l e higher unit p a r t i c i p a t i o n . July 23, 

'58 was the date of the information from which we established 

the p a r t i c i p a t i o n formula. How, since we obviously could not 
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change tha interpretative data that we need In tee participation 

formula just to satisfy Ambassador, and particularly since many olher 

operators interest holders had already signed tee unit agreement Em­

bassador decided to stay out at this time. But they wi l l seek in­

clusion of Tract Ho. 28 in the Drickey agreement, or in the Drlckiy 
i 
i 

unit, on a negotiated basis, which means that they must await the I 
i 

passage of six months after tee effective date. They hare writte^ 

us a letter to that effect, which we can present as Exhibit Ho. S\ 

I might say that Tract Ho. 23 i s a one well tract, and by the pat­

tern for water injection over the Caprock Field, i t Is a necessity 
i 

that i t come Into the unit to be water flooded and to permit watex̂  

flood in the iianedlate vicinity. I 

Q Will that be effected immediately by the operation of j 

the unit? 

A Ho., I would guess that it would be at least a year, 

perhaps a l i t t le longer before that tract wi l l cause any problem 

to the unit. 

Cj, Then, their decision to wait six months and negotiate 

their participation with the unit will not Interfere with tee 

operation of the unit at this time, is that correct? 

A That Is correct. 

Q What i s the situation as to the O'Heill Tract Ho. I4.6? 

A Oh, you're got me a l i t t l e bit out of order here. 

Tract Ij.6 i s much tee same situation as Ambassador. They feel 

that they did not get the participation that they were entitled D E A R N L E Y - M E I E R a A S S O C I A T E S 
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to, but they would like to seek Inclusion six months after the j 
i 

unit goes into effect, or after six months from the date the unitj 

goes into effect, and that will be on a negotiated basis. 
i 
j 

Q Do you hare a letter from them to that effect? j 

A Yes, we do. I can present that as the next Exhibit. 

Let's see, - -

MR. HOTTER: That w i l l be Ho. 8, I believe. j 
i 

A Yes. 

Q What is the situation as to Tracts Nos. 35 and 39, aa 

to participation? 
j 

i 

A Those two tracts are one well tracts very close to 

j 

the Ambassador Tract Ho. 23. In this ease, these two cases, we 

received letters from the operators, which we can present as the 

next two Exhibits. 

Q Exhibits 9 and 10? 
f 

A Yes. | 
{ 

MR. HOTTERt Would the letter, Shelton Warren be 
i 

Exhibit 9? j 

A Yes. And Exhibit 10 would be for Tract 39. j 
i 

I 

Q That's a letter from Wheley Company? 
i 

A W-h-e-l-e-y Company, yes. These two operators de- j 

cllned to join the unit and have not indicated any desire to 

negotiate later on, but we hope that we can — well , let me take 

that back — they have indicated some desire to negotiate later 

on. We hope that we ean work that out, but really we don't have 
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i 

aay basis fop that hope other than just the fact that they need 

to be i n a unit in order to permit water flood in that area. j 

MR, HOTTERt Those particular tracts don't happen to 

be on the pattern for Injection wells, do they? 
i 
i 

A They both happen to be on the pattern for producing I 

wells. I t Is fortunate, though, that Tracts 35 and 39 are a suf­

fi c i e n t distance from the p i l o t water flood to allow us at least 

a year before I t w i l l be necessary to reach some solution as to ! 

this problem, j 
Q How, we have another tract, Tract He. 1+3, I believe, ! 

j 
which Is — i 

A Yes, that tract Is a l i t t le bit different. We have j 
j 

another Eshlbit concerning that, which we have duplicated, and j 

I'm sorry i t is not too readable, that was just received. Morrii 

Atwell wants this tract included, but he had to postpone actioi; 

because of a pending agreement between Atwell and the owner of 

a large overriding royalty on this tract, as well as a number of j 

other properties which Atwell operates. He expects to get that 

negotiation worked out within this six months so that he can 

then sign the agreement and come into the unit. 

How, I believe that covers a l l except two i|0-acre tracts j 

which are described as the HE of the HE and the SE of the SE In j 

Section 11, Township Hj. South, Range 31 East. These tracts were 

erroneously included i n Tract Ho. 11. i t was the general agreed 

on plan in our negotiations at operators and engineering committee 
i 
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15 
meetings to Include around the perimeter of this unit what we 

call a buffer area, which would include all adjacent available 

lj.O-acre tracts; that was the reason these were put in* But 

these 1̂ .0-acre tracts must exist under common ownership as part 

of producing leases. Since we belatedly found out that these 

two l\Q acres that I*ve just described were not held by the work­

ing interest owners in Tract 11, we have interpreted our unit 

agreement as authorising their exclusion. 

Q Do you have a stipulation with the owner of Tract 11 

on that? 

A Yes, we have a tentative stipulation. I have one copy 

of it in front of me* It has not been signed* so I will not in­

troduce it as an Exhibit. We had anticipated on their verbal 

statement that we would have the signed copies available so they 

could be introduced. This stipulation is their acceptance of the 

fact that those two l̂ O-aore pieces of land were erroneously in- j 

eluded as under their ownership. 

Q What is the basis of participation in the Drickey Unilj? 

A The participation is in two parts. The first part is 

remaining primary, and tee second part is secondary participa­

tion. The remaining primary was arrived at after several 

meetings in a general engineering committee meeting that was hale 

on Hovember IS, 1958. This committee used performance data whlci 

at that time was available only to July 1st, »58. We used this 

performance data aa a basis for estimating tee ultimate primary 
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recovery for each tract la the proposed unit. Prom each tract ac~, 

cumulated production to July 1st, 1958» we subtracted — I mean -+ 
* * 

I ' l l state that again — we subtracted each tract accumulated pro-' 

duction as of July 1st, 1958 to yield a remaining primary figure 
i 

for each tract. Now, then, this remainiag primary figure in refer* 

enoe to the summarisation of a l l the tracts remaining primary con­

stitute the percent participation in remaining primary production. 

The secondary participation formula was also worked out by these j 
j 

Similar engineering cosndttee meetings, and we decided on four f ac-; 

tors. Now, these four factors do not hare equal weight. One fac­

tor i s the estimated ultimate primary recovery which I just des~ j 

cribed, and teat i s given forty percent weight. The second factor! 

is accumulated production to July 1st, 1958. That also was given 
i 

forty percent weight. The number of acres in each tract is given j 

ten percent weight, and the number of wells is given ten percent ! 

weight. We have an Exhibit whieh I don't know the number that it j 
I 

wi l l have. 
i 

Q That wi l l be No. 12. j 
i 

MR. NUTTER: I s this tee tabulation labeled "Revised j 

Exhibit B? n 

A That i s correct. j 

1ft. NOTTBRi I wi l l mark that as Exhibit No. 12. 

A Al l right, This Exhibit i s a scheduled participation 
i 

for the tracts which now qualify for Inclusion in the unit, and 

this will be the division by the tracts oa tha effective date. 
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Q Mr. Punk, do you feel that this Is a fa ir and equitabl 

division of the production In lite unit? 

A Yes, s i r . 

Q, What i s your plan of water flood development for the 

Drickey Unit? 

A We have another Exhibit on that, which i s a map. 

MR. NUTTERi That wi l l be Exhibit No. 13. 

A Exhibit 13 i s a map that shows by the encircled dots 

the wells which wi l l ultimately become water input wells. We have 

shaded In there the area that includes the Cities Service pilot 

flood where four wells are now injecting water plus eleven propose 

injection wells which are proposed for conversion as the in i t ia l 

unit development program. I might also say that two of these well 

Wells Ho. 17 and 21 on the Cities Service Government "BB Lease or 

Tract Ho. 6 are in the line well agreement with John Trigg. By 

this agreement, they are to be converted by the 1st of September, 

subject to approval by this Commission. In cooperation with that, 

John Trigg has two wells, Hos. 7 and 35, I believe i t i s — no, 

i t i s 5 — Ho. 7 and Ho. 5, which wi l l also be converted at the 

same time. 

Q What rate do you expect to expand this unitized water 

flood program? 

A We hope to encourage production rates in the unit by 

adding input wells at a rate slow enough to maintain the project'a 

production within the atat*tB oar wall unit allowable times the 

1 

a 

a, 
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number of wells participating In the Drickey Unit. That means 

that i f we assume a state per well allowable of 33 barrels per 

day times the 111 wells that are in the area now qualifying, we 

would come up with 3663 barrels per day. We do not expect to ex­

ceed that as a peak rate. How, by controlling our development 

rate, that i s , the rate at which we add input wells, we expect to 

produce this unit area at or near that peak rate for about four 

years. In controlling our development rate, we wil l spread that 

development out over a period of about five years. 

MR. HOTTER8 You mean you'll be adding new wells for 

a five-year periodf 

A For a long time. 

Q How, I'm aware of the fact, Mr. Punk, that the 

Information was presented at a previous hearing, but could you 

state briefly your sources of water and your expected water input 

rates? 

A Cities Service has permission to appropriate water 

from a five-section area southeast of the Drickey Unit. We have 

two water supply wells down there operating at this time. We ex­

pect the Drickey Unit to use these fac i l i t ies . We started water 

input into the pilot area at a rate of about lj.00 barrels per well 

per day. This i s a rate that was used by Graridge and Ambasaadc 

on the start of their floods to th© north. The production reapon1 

to this rate exceeded our expectations, and we reduced our input 

T*afe* t o fihrmfc ?<f! h«r*r»*l ff p#*> ^ f f l l p « « 1 « a n « f f n-rHr ¥.n a t a y 

r 

e 
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within the allowable that we had and s t i l l operated the stimulated 

wells at capacity. Wow, this is about as slow a rate of input as 

we dared risk, and even at this rate it became necessary to seek 

allowable relief which we did in June, and now hare an order to 

that effect. 

Q Do you s t i l l think i t is safe to hold the input rate 

to about 2̂ 0 barrels per day per yell? 

A Yes. Based on the perf ormance that we hare seen so 

far, I believe i t i s safe to hold the Input rate at about Z$Q 

barrels per well per day for the present, that i s , until we have 

some experience that shows undesirable results. How, we have not 

experienced water breakthrough. I t may be after water breaks 

through to the producing wells that we — it wi l l look different 

and we wi l l want to use a different rate of input. 

Q Ifcni, i a your opinion, as an engineer, 5*?. Punk, i s th* 

proposed unit an efficient, economical cleans of operating this 

unit? 

A Well, the proposed unit ~~ 

0. Does the unit agreement provide for an efficient and 

economical means of operating the unit? 

A Yes, s i r , I think i t i s the best nethod that ©ould be 

used in this situation. 

Q Bearing in mind the tracts jixieh you have discussed ai 

being excluded, in your opinion, doss the unit agreement and the 

I 
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A Yea, air. 

Q And is in the interest of conservation and the pre­

vention of vaste? 

A Very much so. 

Q Were Exhibits 1 through 13 prepared by you or under 

your direction and supervision? 

A Yes, they were. 

MR. KELLAHIWs At tills time we would like to offer in 

evidence Exhibits 1 through 13. 
MR. NUTTER: Cities Service Exhibits 1 through 13 will 

be admitted. 

(Thereupon, Cities Service Ex­
hibits 1 through 13 were received 
ln evidence.) 

MR. KELIABXWt That's a l l the questions I have, Mr. 

Nutter. 

CROSS EXAMINATION 

BY MR. NUTTER! 

Q Mr. Punk, did I under st aad you correctly to say that 

Gulf didn't sign the agreement that you have submitted to them 

because they felt teat this C. A. Browning lease of theirs would 

be more properly be in the Rock Unit to the north? 

A They felt that their participation basis was not quite 

a l l they were entitled to, and also in negotiations with the 

operators ln the proposed Rock Unit they feel teat they are gett-

i n g a hft+:-k»r» H^#taV . _ 
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Q Do they Intend to put tract Ho. in the Rock Unit? 

A Yes. 

QUESTIONS BY MR. PAYNE t 

Q Mr. Punk* can you have acreage in two different units? 

A We11, i t wi l l have to be in one unit or the other, i t 

can't be in both. Right now i t does not qualify. I presume you 

are referring to the Gulf tract? 

Q That's right. 

A It does not qualify for inclusion in the Drickey Unit. 

0, However, i t is included, but not participating? 

A It is included in the outline of Drickey Unit area. 

Q Could you also include i t in the outline of Rock Unit? 

MR* KELLAHINi If the Cormdssion please, I think the 

question poses a legal question as to whether acreage whioh is 

shown on the plat I s In tee unit or not when they have not yet 

signed the unit agreement and have Indicated their intention not 

to sign the unit agreement. 

Q (By Mr. Payne) Let me ask you this, Mr. Punk, What 

i s tee purpose of clearing acreage on tee edge of a proposed unit 

which does not participate? The unit agreement Itself provides 

for expansion, does i t not? 

A Yes, i t does. Now, I might ask you a question 

to get a l i t t l e clarification, whet you mean by your question. 

To the east and to the west of tee unit area, as outlined, oh, I 

H»H flye ^ * w«• nti?. p*»»»i"»*y* T^y^1l?i-t^ w** * n ffrvfc View jvr*#>utaft<feton vi 1ft 

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/ 3-669) 



22 

a few exceptions; roainly the product Ire limits of the f ie ld . We 

hare included this buffer area on those two sides. 

Q Well, let's take the !Prigg acreage now. He doesn't 

Intend to participate, i s that right? Ee Intends to run his own 

water flood? 

A That i s correct. 

Q What i s the purpose of including his acreage within 

the outline of the unit? 

A Well, in the course of obtaining the approval of a 

unit by the various owners, you have to make assumptions. There 

are, oh, I think forty or f i f ty working interest owners in this 

area. At the time we outlined the unit area, Hr. Trigg was un­

decided as to whether he wanted to come in or not. Since i t was 

a l l Federal acreage, that i s , they were Federal leases, the U.S. 

G-. S. people encouraged us to include i t in the unit area even 

though they knew that he was not at that time willing to commit * 

Their idea was, well, In case he does, why the mechanics i s herê  to 

allow i t to come in . 

MR. HOTTERi Well, you're got mechanic8 for the expan­

sion of tee unit, haven't you, or does this unit agreement not 

proride that? 

A There Is provision for expansion to include the tracti: 

which don't qualify at the time the unit goes into effect, and 

also there is a clause, I think, for expansion outside tee unit 

area originally outlined. How, as to tee details of this unit 
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agreement, Mr. Douglass Is to follow me here on the witness stand, 

and perhaps he can answer those questions a l i t t l e better. 

Q (By Mr. Payne) Let me ask you th i s , Mr. Punk, and i f 

you don't feel qualified to answer i t , Mr. Kellahin can answer i t . 

I f we include, for example, the Gulf acreage to the north i n this 

unit and i n the unit outline, wouldn't that preclude the Commiss­

ion from subsequently including this acreage in the Rock Unit 

operated by Great Western? 

A I believe that's a legal question. 

MR. PATHS: A l l I want i s an answer, I don't partieu? 

l a r l y care who from. 

MR. KELLAHIN: Just a moment. I f the Commission 

please, In the application, the Gulf acreage was not included i n 

the application, and neither was the Trigg acreage included l n tht 

application. Although the Exhibit indicates i t was i n there and 

i t was included i n the original unit agreement, I t has not been 

signed and i t was not included I n the application of approval. 

QUESTIONS BY MR. NUTTERJ 

Q In the order that this Commission enters, i f i t does 

enter one approving the unit agreement and the unit area, would 

you define the acreage that Cities Service is requesting as being 

included i n the unit area? 

MR. KELLAHIN: Included in the application. 

Q The acreage i n the application? 

A Yes, s i r . _________ 
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Q Is the Ambassador Tract Ho, 26 included in the appli- j 
i 

cation? 

MR. KELLAHINl Wo, i t i s not, 

Q I s the Texas Pacific Coal 8s Oil Tract Wo. 37 included ; 

ln the application? 

MR. KELLAHIWi Wo, s i r . The s/2 of Section 35 is in- j 

eluded in tee application. 
i i 

MR, PAYNEi We should go by your application rather j 
i 

than your Exhibit? j 
i 

MR. KELLAHIWi Yes, s ir . i 

C {By Mr. Wutter) Mr. Punk, you're covered this materisjl 

pretty thoroughly. I don't think I hare any further questions to 

ask you on this. However, I might — so I think we wil l take a 

noon recess and recall Mr. Punk at one-thirty to the stand. 

(Whereupon, a noon recess was taken until one-thirty.) 

MR. HOTTERi The hearing wi l l come to order, please. 

Does anyone have any questions of Mr. Punk? 

QUESTIONS BY MR. HOTTERi 

Q Mr. Funk, are you acquainted with the order that 

authorised Cities Service to initiate a pilot water flood project 

In tels area? 

\ Yes, s i r . 

Q Does that order provide for expansion of the water 

flood and addition of extra wells for Injection? 

A I don't remember the exact working, but it provides 
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f o r expansion on administrative approval, and i t re fers to i t as 

a project rather than a specif ic lease. 

Q I t does provide, doesn't i t , that i f a w e l l i s ~~ has i 

received response from the water f l o o d or i s o f f s e t t i n g a we l l 

that has received a response from the water f l o o d , then that we l l j 

can be converted to in jec t ion? 1 
i 

A That i s correct. j 

Q Wow, what I was wondering about, you mentioned that ! 

these two wells, your Wo. 21 and 17, were to be put on water i n - j 

jectlon by September the 1st, subject to approval of the Oil Con- i 
I 

servation Commission. I was wondering I f those two wells are o f f - j 

se t t ing wells which have received a response from the water flood?! 

A I might quote here from a l e t t e r to the Commission 

asking f o r administrative approval on those two wel l s , and — 1 

Q You already have f i l e d f o r administrative approval? 

A We have f i l e d f o r them, 

Q. Have you received that approval yet? 

A I don't th ink so. 

MR. KELLAHIN: I th ink i t was just f i l e d , but a l l the \ 

informatlon Is contained i n the appl ica t ion , as I understand. 

K How, I was wondering also, i f you put these two wells I 

on water i n j e c t i o n and Trigg hasn't put h i s two wel l s , being h i s \ 

No. 7 and $ } on water I n j e c t i o n , t ha t ' s l i a b l e to create inequitiej 

i s n ' t i t ? 

A I t ce r ta in ly w i l l , 
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Q Do you know I f Mr. Trigg has f i l e d for conversion of 
i 
i 

his Nos. 7 and 5? 

A Ho, I don't know s p e c i f i c a l l y . I might see i f any of j 

the others know. I know he has on order. I 
I 

MR. PAYNE J You have a l i ne agreement w i t h Mr. Trig 

anyway, don't you? 

A We have a l i ne agreement that says September 1st . ; 

o (By Mr. Nutter) I n any event, even i f I t weren't | 

September the 1st , sihen the wel ls wer-e converted, you would not j 

put your wells on water i n j e c t i o n u n t i l such time as he were readyj 

to put h i s on also? 

A That i s correct . We would work together. Coming back] 

to your e a r l i e r question, t h i s appl icat ion f o r administrative ap­

proval states that both No. 17 and 21 have received st imulat ion i 

from the p i l o t water f l o o d . 
0, How many wells are you current ly using as i n j e c t i o n 

wells? 

A Pour. \ 

Q That's your No. 10, 11\.f 6 and 5? 

A I ' l l have to r e f e r to the map here, jus t a moment. 

That's correct! 10, li}., 6 and 5. 

Q Now, i n e f f e c t , when we were discussing t h i s before 

the recess, the N/2 of Section 3i* and the V./2 of Section 35 are 

both outside cf the uni t area, I s that correct? 

A As stated i n our appl ica t ion , t ha t ' s t rue . 
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C; I n e f f e c t , then, are you ansendins? your Exhibi ts to 
i 

show — I ^ean your testimony, as such, to be the same as amending! 
i 

these Exhibi ts to er.cluce that acreage from the un i t area? 

P Ve are f i l i n g wi th our i n s t r laments revisions of tho , 

Exhibi ts A and 3, — 

1 

•'\ I see. ; 

\ — which w i l l out l ine the uni t area as reduced, and 

that w i l l or.iiiiinate those two ha l f sections you refer red t o . 

"\ *.nd also a l l of Section Ij. which belongs to John Trisrf/J 

and Section 9 w i l l be eliminated from the u n i t area? 

4 That's r i g h t . 

MR, NUTTER? I believe tha t ' s e l l . Does anyone have ; 

any f u r t h e r questions? Mr, Funk may be excused. 

(Witness excused) 

MR. XELIAEIN* I would l i k e to c a l l as our next w i t ­

ness Mr, Douglass. 
M. S. D0TUIA3S, 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 
i 

follows?, I 
i 
i 

DIRECT EX/iKIWA7I0,r ! 

BY MR. KELLAHIN: j 
i 

Will you state your name, please? ! 

::. s. Douglass, 

: 3y whom are you employee and In what position, Mr. 

Dov.glaag^ 
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1 
A Ci t i es Sendee O i l Company, B a r t l e s v i l l e , Oklahoma. | 

i 

I'm supervisor of the secondary recovery unitization section of \ 
1 

the Land Department. j 
i 

".. How long have you been i n that section In the Land De-I 

partment, Mr. Douglass? 1 

j 

A Well , niay I answer i t t h i s way, please? I have been 

i n the Land Department about thirty-"three years. We have only haej 

t h i s section possibly ten or twelve years, and I ' v e been i n I t a l i i 

that period of t ime. 

Q Have you worked f o r Ci t ies Service during that period 

of time? I 

A Tes, s i r . 

Q A l l of the time? 

A I have, s i r . 

Q Prior to tha t , what was your education, Mr. Douglass, j 

and experience? ! 
A Wel l , i t was i n the f i e l d of Business, and I came fronj 

i 

college directly to work for Cities Service In the Land Department!. 

*. Subsequent to that time, a l l of your work has been In j 

the Land Department? ' 

A Right, s i r . 

G. And I n that work, are you familiar with the negotia­

tions for unit agreements,and the drawing up of unit agreements, 

and obtaining signatures thereof? 

A I am3 s i r . 
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Q In connection with you? work, did yon hare anything to 

do with tha Drickey agreement —-

A Tea, air. 

Q — and with the unit operating agreement? 

A Tea. Directly with the unit agreement, indirectly 

with the operating agreement. 

Q Wow, has the unit agreement been signed by a l l of the 

working Interest owners as indicated in Mr. Punk's testimony, 

aside from those units — those areas which were depleted? 

A They have been. 

Q How about the royalty owners? 

A With the exception, of course, of tike Federal Govern-

ment and the State of Wew Mexico, both of them. 

Q Has the formal agreement been submitted to the United ! 

States Geological Survey,Department of Interior, and the State j 

Land Commissioner? 

A I t has. 

Q Has i t received approval as to the form? j 

A Tes, s i r , 

Q And will an executed copy be submitted upon completion^ 

of this agreement? 

A Tes, s i r . 

Q Are you willing to file with the Commission a copy of 

the unit agreement executed, if i t Is requested? 
t 

A Tes, s i r . 

' 1 
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MR. ESLLAHIiTs At t i l l s time, i f the Commission please,j 

we would l ike to , i n l i en of f i l i n g a completely executed copy of i 
j 

the unit agrees nt, f i l e with the Coram! ssion photostatic copies of! 
i 

the signature pages to be attached to the formal agreement, which I 
i 

| 

has heretofore been f i l e d with the Commission. 

HR. HOTTERi This Is a copy of the unit agreement that 

has been executed, i s that correct? That w i l l be satisfactory. 

C (By Mr. Kellahin) Is — the Exhibit attached to the j 
i 

application, Is that the same as the f i n a l draft of the unit agreef-

ment as executed, Mr. Douglass? j 

A The Exhibit as contained in this executed agreement ! 

Is the original Exhibit of the proposed unit area, — 
i 

Z Tes, s i r , i 

A — and that was to be reduced by the f i l i n g of a re- ! 

ylsed Exhibit, both as to A and B, which would be the plat of the ] 

area and also the tracts participating. 

Well, that informtion is covered, insofar as the platj 

is concerned, by our Exhibit 2 Introduced today, i s i t not? 

A Correct. 

Q At the time you f i l e the signature pages on the j 

unit agreement, w i l l you be w i l l i n g to furnish them with a new 

agreement of the area as i t w i l l exist In the form? 
I 

A That i s right. j 
i 

Q I f that i s — j 
i 

MR. MfTTERt I think we would appreciate having a new | 
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Page 3 for the unit agreement we have because It describes a l l of 

the unit area as the unit area was originally defined. 

Q will Page 3 be changed on the final draft? j 

A There Is no provision on the contract for amending thel 

description on Page 3. The amending and changing i s to be done onl 
t 

Exhibits A and B, j 

C- And the unit agreement so provides, does i t not? | 

A It does, yes, s i r . j 

MR. KELIAHIW: There will be no change, Mr. Nutter, onj 

Page 3. 
i 

MR. HOTTERi Page 3 saya/the unit area is defined as ! 

follows." and includes a l l of Section 34 and a l l of Section $ 

in Township 31. Hotwitestandlng the fact that Exhibit A and Ex-

hibit B would be revised at the end of the unit agreement, i t ap- ; 

pears that this defines the unit area. | 
MR. KELLARTHf The difficulty-of that, Mr. Nutter, i s j 

j 
that If Pag© 3 i s revised, i t will necessitate approval of the U. ! 

i 

S.G.S. and State Land Commissioner, and the change would have to j 

be approved by the participating party, whereas there is provis- j 

ion for reducing or expanding the unit contained in the body of • 

the agreement. 

MR. HOTTER: I suppose i t is a matter of record, and ! 

we a l l understand that only half of Section 34 or only a portion 

of % and half of Section 35 will be in this unit area, and alter­

ing Page 3 would amount to — 
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MR. PAYNE j Approval of the unit agreement as proposed!, 

Mr. Nutter, wi l l set off the acreage that is in the unit insofar j 

as this Commission i s concerned, so no a«»ndment of Page 3 is nee-l 
i 

essary as far as we are concerned, ! 

Q (By Mr* Kellahin) Does the unit agreement contain a 
1 
I 

provision for reducing the acreage included in the unit, Mr. Doug-i 
i 

lass? 

A Yes, s i r , i t provides for a reduction of those tracts i 
i 

which do not qualify, by eliminating such tracts. | 
i 

Q Does i t contain any provisions for expanding the unit 

or including those tracts or other tracts which may be appropriate 

or necessary to the operation of the unit? 

A Yes, s i r , there is a provision for non-joinder and subj-

sequent joinder under Article No. 31 of the agreement, and then 
i 

there is an expansion provision lib. 4 — Article No. 1$., which wouljd 

cover acreage that is not outlined in the unit area or described 

in the unit area. 

Q Now, you heard Mr. Punk testify as to the non-joining 
i 

tracts and the reasons therefore. Are you familiar with those ! 

tracts? 

A I am, s i r . 

Q Are you in agreement with the testimony as was pre­

sented by Mr. Funk in that regard? 

A I am. I would like to add this, i f I may, please. At 

the time this agreement was prepared, as Mr, Funk stated, there 
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31 
was a question as to whether or not some of these tracts would 

come i n . There was no question i n our minds but what others would 

come i n , which later decided to withdraw the tract. For example, 

Mr. Trigg, we f e l t he wouldn't go i n . However, the TT.S.G.S. and 
i 
t 

the Department of Conservation wanted his acreage i n the unit areal 
i 

because they were of the opinion that possibly Mr. Trigg cannot j 
1 

find the water supply, therefore would be forced into the unit. | 

And He'd dr i l l e d some wells, I understood, attempting to locate a 

water supply for water flooding his lease. And they f e l t that i f 
i 
i 
i 

that was not — i f he did not locate I t , then he would be forced j 

into our unit, and they asked that we put the acreage i n . 

Q Did you discuss that with the United States Geological 

Survey? 

A Yes* s i r , i t was discussed at Roswell and also back 

In Washington. 

Q Did you go to Washington fo r that purpose? 

A Yes, s i r , I did. 

Q Are they i n agreement with the present arrangement 

which has been made? 

A Yes, s i r . As f a r as we know — the agreement, of 

course, has not been submitted to them. As f a r as the agreement 

i t s e l f is concerned, we have a le t te r from them i n which they ap­

proved the form, and we assume they w i l l approve i t . 

Q How, i n your opinion, w i l l the correlative rights of 

the owners of the tracts In tee uni t , Including the royalty owners', be 
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A Tes, s i r . 

MR. KELLAHIW: That's a l l the questions I hare, Mr. 

flutter. 

MR. HOTTERi Anyone have any questions of the witness? 

CROSS BXAMIWATIOH 

BY MR. PATHS! 

Q Mr. Douglass, the U. S. d. S. has not Indicated to j 

you, have they, 'that they would not approve this unit unless Mr, 

Trigg's acreage was Included? 

A Ho, I believe i t ' s been more or less the adverse. 

They have indicated teat with the line agreement, they would ap-

prove It with Mr. Trigg's out, 

MR. PATHS: Thank you. 

QUESTIOHS 3T MR. HOTTER: 

Q Is I t your belief that tee line agreement,which wil l ; 

i 

surround Mr. Trigg's acreage, wil l provide adequate protection foxf 
! 

bote sides of the acreage — bote sides of the line? j 
j 

A Hot being an engineer — but I aay it is a customary \ 

form and type of line well agreement that I am familiar with in 
j 

working with such units. The contents of this was briefly read ! 

to the Depart-"at of Conservation in Washington, and they seem to 
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Indicate that they f e l t satisfied with that agreement, although j 
i 

they have not seen i t . 

i 
Q Then you expect for a l l of the shaded tracts on Ex- j 

hi b i t Ho. 2, with the exception of the Trigg acreage, the Gulf ! 
j 

acreage, and the Ambassador, Texas Pacific acreage at the north j 
i 

i 

and the Shelton and Whs ley tracts to be eventually committed to \ 

the unit? j 
i 

A I would say, s i r , that the 0* Weill tract, possibly, I 
i 

w i l l not be, Tract I4.6, but I feel that there Is a very definite 

possibility that the Atwell acreage, Tract J4.3, w i l l come I n . Also 

the Ambassador Tract Ho. 28 w i l l also be included. I 
i 
1 

MR. HUTTETti Anyone have any f u r t h e r questions of Mr. 

Douglass? He may be excused. 

(Witness excused) j 

MR. WUTTERj Do you have anything f u r t h e r , Mr. Kel la- j 

hin? \ 

MR. :<SLIAHl!r: Ho, s i r . 

MR. HIJPTT3R; Does anyone have anything fu r the r they 
i 

wish to offer In Case Ho. 171*4? 

MR. KASTLERi I have a statement. B i l l Kastler, re- | 

presenting Gulf Oil Corporation. As Cities Service has t e s t i f i e d j 

Gulf Oil Corporation has signed the unit agreement for the reason j 

that i t strongly favors "the policy of expediting secondary T>Q- < 

i 

covery of o i l by water flooding. However, so far as low injectiorf 

rates and restricted allowables are concerned, the recommendation^ 
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of Mr. Punk did not completely represent the views of Gulf Oil 

Corporation. 

MR. HOTTER; Thank you. Any further statements? Take 

the case under advisement and take Case 17^5. I 
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STATE OP NEW MEXICO ) j 
) ss 

COUNTY OF BERNALILLO ) ; 

I , J, A, T r u j i l l o , Notary Public i n and f o r the County of j 

B e r n a l i l l o , State of Hew Mexico, do hereby c e r t i f y that the f o r e - ; 

going and attached Transcript of Proceedings before the Hew Mexicoj 

O i l Conservation Commission was reported by me i n Stenotype and j 

i 
reduced to typewri t ten t ranscr ip t by me, and that the same i s a 1 

true and correct record to the best of my knowledge, s k i l l and j 

a b i l i t y . ! 

WITNESS my Hand and Seal this, the Sl^ day of £<^UZZJU\ 

1959, i n the Ci ty of Albuquerque, County of B e r n a l i l l o , State of 

Hew Mexico. | 

1 

cs NOTARY PUBLIC6*" 

My Commission Expires: ; 

October 5> I960 

I do hereby c e r t i f y that the foregoing ta 

+ . " ~ i W °- i E 

<i ;Jy?m 

• 
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