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M, NUTTER: Take mext Case 1ThlL.

M. PAYNE: Case 17hl;. Application of Citlez Service
211 Company for approvel of & unlt agreenent.

R . FELLARIY:  Jasoun lellaliin of ¥ellahin & Tox, Ganta

Pe, Wew lexico, representing the applicant. We will have two wit

B

negses, rr. Puni and Mr, Douglass.
(Witnesses sworn)
File. FELIAYMOINY If the Caxmilesion please, in this case
the applicant ls seeiddng approval of the Wew Mexico 011 Conserva-
tion Caxzission fora unitization of & portion of the Capdroe -

Queen Zool. Approval of the 011 Conservation Compisa’on is, as
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the Cormlssion well knows, established by law, and we will pre-~
sent two witnesses to discuss the unit agreement with you.

I would 1like to call as the fir st witness Mr. E. E. Funk.

E, E, FUNK,
called as & witnegs, having been first duly sworn, testified eas
follows:
DIRECT EXAMINATION

BY MR, KELILAHIN:

Q Would you state your name and position, please?

A E. E. Funk, chief secondary recovery englneer, Cltles
Service 0l1 Company, Bartlesville, Oklahoma.

€ Mr. Funk, have you testifled before this Commission
before as an englnser and had your qualifications accepted?

A Yeg, sir, I havs.

MR. KELLAHIN:t Are the witness! qualifications accept-
able?
MR . NUTTER: Yés, sir. Please proceed.

¢ Are you familiar with the application that 1s before
the Commission in this case?

A Yez, sir.

Q@ Are you familiar with the proposed unitized projeect?

A Yes, I am.

Q@ Would you please hand out at thls time the Exhibits

to be used in this case?

A I have these things grouped here, and they are golng
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over there for them to use, and cne here which I presums will be
the record set.
¢ Have the Exhibits been marired on those, Mr. Punk?
A Yo, they haven't.
Ml. NUTTER: As we go, I will mark them here, Mr.
Kellanin.
(Thereupon, Applicantts Exhibit

Wo. 1 wes marked for identifica~
tion.)

¢ Referring, then, to what will be marked as Exhibit Wo.:

1, would you please discuss that Exhlbit?

4 This is a map of a large portion of the Caprock-Queen

Field, which 1s in both Lea and Chaves Counties, New Mexico. This

is presented to show the position of the proposed Drickey Unit 1n!

reference to other operatlions within the Caprock Fleld. To the
north part of this map you see outlined in red & portion of what

is & unitized operation operated by the Graridge Corporation

vhere they have water flooding operations in erffeet now. To the

west of that, outlined in blue, ls sz similar unit operated by
Ambassador Cil Corporation, To the south of that, outlined in
orange, 1s wihat really should be two units. The first one mile
of that area immediastely south of Ambassador ané Graridge Unlits
is called the North Central Caprock Unit operated by Great West-
ern. That Unit alsoc 48 in effect for water flood. The re=-
mainder of the area outlined in yellow is the proposed rock unit

also to be operated by Great Western. That Unit 1s still in the
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organizing stage. Adjolning that on the south, outlined in
yellow, is the Drickey Queen Sand Unit proposed, which is the
subject of our hearing. Adjolning that, to the south, shows a
portion of a Unit being formed by the operator headed up by Uhion‘
011 Company. You'll also notice to the southwest of the Drickey !
Unit and the northwest of this proposed Union 0il Compeny's Unlt
an area that lan't included, That area was left out because at
this time there is too little information to establish that the
field is completely defined, and we weren't able to come up with
the data needed for participation. Wow, while that srea appsr~
ently has no one's efforts going at the present time, 1n one of
our meetings a representatlive of Phillips Petrcleum, who has been
an operator in that area, stated that when the time came that the
ares was fully defined ~- the productive limits were fully de-
fined, that they would take the lead in forming & unit,if 1t was
necessary to get water flooding going. It 1s entirely posaible
that that area will be subsequently added to elther the Drickey
Unit or the unit operated by, or to be operated by Union,

¢ Yow, Mr, Punk, do you know whether these other units
you have discussed have been approved by this Commission, with
the exception of the proposed Union Oil Company Unit?

A Well, I don't know definltely, but I think the proced-
ure requires them to be approved, so they must have been.

¢ Does the map indicate to you that it ia the intention

of the operators to contimue the organization of these water flood
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projects on a unitiged basis? z

A  Very definitely so. I think 1t shows that within a
smtter of another two years the entire Caprock Fleld will be
organized into unit groups entirely, and all for water flooding.

@ In your opinien, is that a necessary step in an effec~-

tive water flood project?

A It certainly 1ls,

(Thereupon, Applicamt*as Exhibit ¥d.
2 was marked for identifieation.)

Q Referring to Exhlbit Wo. 2, would you discuss that Ex—r
hibit, please? ‘

A This map 1s not quite sc bulky. Thias 1s a map of the
proposed Drickey Queen Sand Unit. The hashed lines show the oute |
13ne of the Unit area as covered by the unit agreement. The
shaded area covers tracis which have not qualified and will not

be Iincluded in the Unlt if it goes into effect in the very near

future,

¢ For what reason are they not included?

A VWell, I have & number of items, of Exhibits that we
can introduce here in regard to each one. I might say that their
reAscns are --

¢ Well, jJust swmarize. Have they signed the unit agree-
ment?

A NWo, they have not signed the unit agreement, thatts

true. That's the reason they are not included right now.
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Q@ Is there any possibility that thease tracts, which are

not included, may come into the agreement?

A The unlt agreement permits them to come in later. If !
any of them should be signed up between now and the time the Unit
goes into effect, why we would, of course, seek the necessary ap- |
proval of this Coumlission and the State Land Commission and the

Pederal Government for their inclusion at the time the Unit goes

into effect. WNow, furthermore, if any of the tracts qualify by

reason of the parties having signed within the first six months,

they may be included on the same basis as 1s outlined in the unit
agreement, of course, agaln, subject to approval by the three i
agencies which I Just mentioned. After six months from the offae-l:
tive date, they still may be included on a nsgotlated basls, uhich
in tuwrn, has to have the approval of the governmental agencles ’
involwved. j

¢  Now, in your position, you have worked with represen- !

tatives of the working interest owners, have you not?
|
¢ Have you become acquainted wlth the ressons of certain'f

|
working interest owners for refusing to execute the working in

A Yes,sir, I have,

terest agreement?
A Yes, sir. ._
€ Would you review briefly the situations involved and
explain the probable future relationship betwesn the non-qualify-
ing tracts and tho qualifying tracts in the Unit?
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A  Well, I will, in the course of doing so, present cer-~

tain items of i ormatlon here which can be conslidered Exhibits.

First of all, Tracts Nos. Lj and 5 are involved. They are opera- |

tions of John Trigg. dJochn Trigg has, by these twc Tracts, the
adjacent ares that 13 not being committed to the Unit. 1In
place of participeting in the Unit, Mr. Trigg felt that he had =
sufficiently large block to cperate on his own, and he juat de-
slired to remain as hls own operator. Yow, It'1l agree that that
Tract, or his two Tracts, are large enough for that sort of ar=
rangement .

You do agree with that?

A Yes, =air,

¢ Now, have you worked out any cooperative agreement
with Mr. Triggz in regard to the water flood prolect?

A Yes, slr, we have a line well gmgreement executed
by Citles Service 0il Compamy and John Trigeg which It'1l present
here ag the next Exhibit.

i That will be Exhibit Wo, 37

A Yes., Thisg agreement 1g in two parts. Part 1 ecalls
for converslion of certain line wells to input by Trigg and by
Citles Service regardless of whether this Drickey Unit goes into
effect or not. That 1s because Triggts Tract Wo. § == thatts the
Unit tract number, and the Citlies Service Trect No. 6 have & com~

men boundary of one and a half miles. Part Wo. 2 calls for ad-
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ditional line irmput wells to be converted on the part of Joh;‘..}
Trigg and the Cities Service operated Drickey Unit if the Drickey |
Unit is in effect. NWow, this line agreement specifies dates for :
wells tc ve converted to input. That isan anticipsted rate of %
development which, of course, 1s aubject to the superseding con- 1
trol of the Wew Mexioco 0il Conservation Commission, the State Land
Commalssion, and the Federal Government.

L  Tow, does the imput pattern called for in the Trigg
line agreement conform to the prevalling pattern in the Unit?

4 Yes, what I call an eighty=-scre flve spot plan, was
first used by the Graridge project ln the extreme north end of
the field, and 1t has been fcllowed by all the water floods that
have been started in the Caprock Field., The Trigg line sgreement
is in complete conformity with the uvltimate extension of that
establligied pattern.

L. uWhy do you find 1t necessary %o have two parts to the
Trigg line agreement?

A  Botn Citles Serviee and Trigg have already obtained
water flood perinits on their adjoining leases, that is, the Tracth
Wo.. 5 and 5, by the unlt agreement. A pilot water flood has
been in sffect on the Clties Serviece lease for shout fourteen
months, It aneeds to be backed up by additional input wells right
away, This apgreement permits such backup even though there

might be a delay in getting the unit into effect.

Wow, would you please continue with your dlscussion as
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to the other non~qualifying tracts involved in the unit?

|
A Qulf 011 Corporatlon executed the unit sgreement inso-§

far as 1t concerned all of their tracts except tract Wo. Ll. Thej!'
felt that this tract would receive a little better participation
irf it would be included 1n Great Vestern's proposed rock unit
rather than in the Drickey Unit. Since they had the S8y 30 on
the matter, we had f.o allow them to go shesd in that fashion. We
did ask them to execute a line agreement on input wells which
would assure us that the Driskey Unit would be adequately pro-

tected. We drew up a line agreement and submitted 1t to them,

which I have & copy of here., Now, thisg line sgreement =

Q 'That will be Exhidbit No. 47 ‘

A Yes. This line sgraement wes not signed. Wow, they |
replied that they were in sympathy with the program and the time ’
for the input wells, and felt that they could not commit, or eoul£
not actuslly sign such an agreement aslnce they would be comittin*
the as yst unformed rock unit where they hoped to have thig tract

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

have a copy, which we can present as an Exhibit., T believe that
will be Exhibit No. S,

Q@ Yow, how sbout Texas Pecific Coal & 01l Cowpany?

4  Vell, Texms Pacific aeted in a fashion similar to Qulf,
They executsd the agreement for several tracts, but withheld
Treact No. 37, which is also on the north immediately adjacent to

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

signed by Gulf and Texas Paclfic both. They also declined to cingh

an agreement for similar reasons. They did give us a letter which

we have duplicated here and can present here as an Exhibit, or
will present as an Exuibit, in which they alsc state thelr will-
ingness to cooperate and their sympathy with the overall program,
but their unwillingness to commit tc a firm 1ine well agreement
at this time.

§  Now, how about the tracts held in the name of Ambassa-
dor?

A Well, Ambassador sacquired Tracts Wo. 25 and Wo. 25 in
June of 1G5¢. As such, they didn't attend the seversl operstors!
meetings that we held in 1958 at which time the Drickey Unit par-
ticipation waé developed. The actlon of Gulf ané¢ Texas Pacific
in regard to their Tracts L)y and 37 effectively isolates Tract
No. 25 from the rest of the proposed Drickey Unit, and makes it
necessary that Ambassador seek inclusion of Tract Yo. 26 in the
Rock Unit. In regard to Tract Yo. 23, Ambassador feels that they
are entitled to a greater percent in the Drickey Unit than was
allowed by the participation formula.

Yow, I agree with Ambassador's coantention that the per-
formance of Tract 28 sinece July of 1550 makes it appear that this
tract should have a little higher unit participation. July 23,
158 was the date of the informaticn from which we established

the participation formula. Mow, since we obviously coulé not

i
i
!
i
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change ths interpretative data that we need in the participation i
formula just to satiasfy Ambassador, and particularly since many o#her
operators interest holders had already signed the unit agreement,é;m—
bassador decided to atay out at this time. But they will seek in{
e¢lugion of Tract Wo. 28 in the Drickey agreement, or in the Driek4y
unit, on & negotiated baals, which means that they must awalt tha%
passage of six months after the effective date. They have uritteé
us a letter to that effect, which we can present as Exhibit Yo. 83

I might say that Traet Wo. 28 13 a one well tract, and by the pat%
tern for water injection over the Caprock Field, it i1s a necesait}
that it come lnto the unit to be water flooded and tc permit wateé

i
i

flood in the ‘mmedlate vicinity. !

!

Q¢ Will that be effected lmmediately by the operstion of'
the unit?

A Wo, I would guess that it would be at least a yeer,
perhaps a little longer before that tract will cause any problem
to the unit.

G, Then, thelr decision to wait six months and negotlate
thelr partlcipation with the unit will not interfere with the
operation of the unit at this time, ie that correct?

A That 1s correct.

Q& VWhat 1s the situation as to the 0'Weill Tract Yo. L67

A Oh, you've got me & little bit out of order hers.

Tract 6 is much the seme situetion as Ambassador., They feel

that they di1d not get the participation that they were asntitled
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to, but they would like tc seek inclusion six months after the

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

goes into effect, and thet will be on & negotiated basis.
¢ Do you have a letter from them to that effect? !
A Yes, we do. I can present that as the next Exhibit.
Let's see, ~-- |

MR. WUTTER: That will be YWo. 3, I believe.

*8

A Yes.

Q What 1s the situation as to Tracts WNos. 35 and 3¢, as

to participation?

A Those two tracts are one well tracts very close to :
the Ambassador Tract Wo. 28. In this case, these two cases, we
received letters from the operatora, which we can present as the
next two Exhibits.

¢ Exhiblts § and 107?

A Yes.

MR, NUTTER:t Would the letter, Shelton Warren be
Exhibit 97

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

Q That's a letter from Wheley Company?

A VWeh~e-l-e~y Company, yes. These two operators de=
clined to join the unlt and have not indicated any desire to
negotiate later on, but we hope that we can ~- well, let me take
that bacx -- 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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any basis for that hope other than just the fact that they need
to be in a unit in order to permit water flood in that area. g

MP. NUTTER: Those partlcular tracts don't happen to
be on the mttern for injection wells, do they?

A They both happen tc be cn the nattern for producing
wells, It 1s fortunate, though, that Tracts 35 and 3¢ are a suf-
ficient distance from the pllot water flood to allow us at least
a year before 1t will be necessary to reach some solution as to |

this problem,

¢ Now, we have another tract, Tract Wc. 43, I believe, |
|
which is - !

£ Yes, that tract 1s g little bit different. We have

another Exhlbit concerning that, which we have duplicated, and |
I'm sorry 1t 1s not too readable, that was just received. MorriJ
Atwell wants thils tract included, but he had to postpone actior
because cf a pendlng agreement between Atwell and the owner of
a large overrliding royalty on thls tract, as well as a number of |
other properties which Atwell operates. He expects to get that
negotlation worked out within this six months so that he can
then sign the agresment &nd come into the unilt.

Wow, I believe that covers all except two ljO-scre tracts !
which are descrlbed as the NE of the & and the SE of the SE in |
Section 11, Township 1l South, Range 31 Zast. These tracts were

erronecusly included in Tract Wo. 1l. It was the general agreed

on plan in our pegotiationg at cperators and englineering commit*ee
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meetings to include around the perimeter of this unlt what we
call a buffer sarea, which would inelude all adjacent available!
ho~acre tracts; that was the reason these were put in. But |
these LO~acre tracls must exist under common ownership as part
of producing leases. Since we belatedly found out that these
two 4O acres taat I've just described were not held by the work-
ing interest owners in Tract 11, we have Iinterpreted our unit
agreement as authorlzing thelr exclusion.

Q@ Do you have a stipulation with the owner of Tract 11l
on that? |

A Yes, we hawve 8 tentative stipulation. I have one cop;
of it in front of me., It has not been signed, so I will not in~
troduce 1t as an Exhibit. We had anticipated on their wverbel
statement that we would have the algned coples svailable so they
could be introdueed. This stipulation 1s their acceptance of thq
fact that those two lj0-acre pieces of land were errconsously in- g
cluded a&s under their ownerahip.

Q Wwhat i1s the basis of participation‘in the Drickey'Uni#?

A  The participation is in two part's. The first part 1is
remaining primary, and the second part is secondary participa-
tion. The remeining primary was arrived at after several
meetings in a general engineering commiittee meeting that was held
on Wovember 18, 1958. This comuittes used performance data whicH
at that time was available only to July lst, '58. We used this

performance data as a basis for estimating the ultimate primary
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recovery for each tract in the proposed unit. From each tract acvig
cgmulatcd production to July lst, 1958, we subtracted -~ I mean ~%
I;ll state that again -- we gubtracted each tract accumlated pro—g
ductica as of July lst, 1953 toyleld a remalning primary figure
for esch tract. ¥Now, then, thiz remaining primary figure in refar#?-
ence to the swmmerization of all the tracts remsining primary con-g
stitute the percent partiecipation in remaining primary produetian.g
The secondary participation formula was also worked out by these !
glmilar engineering committee meetings, and we decided on four 1'o.¢:-;1§
tors. Now, these four factors do not have equal weight. One fae—é
tor is the estimated ultimate primary recovery which I just des-

eribed, and that 1s given forty percent weight., The second factor
is aceunmulated produstion to July lst, 1958, That also was glven
forty percent weight. The number of acres in each tract 1s given

ten percent welght, and the number of wells 1s given ten percent

welght, e bave an Exhibii whieh I don't know the mumber that it |

|

will have.
Q That will be Wo. 12.
M. NUTTER: Is this the tabulation labeled "Revized ;
Exhibit BP"
L That 1s correct.
MR, NUTTER: I will merik that as Exhibit Wo. 12,
A  All right., This Exhiblt iz a scheduled partieipation
for the tracts which now qualify for Inclusion in the unit, and
this will be the division by the tracts on the effective date.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REFDRTERS
ALBUQUERQUE. NEW MEeX|CO
Phone CHapel 3-6691



17

Q Mr. Funk, do you feel that this is a fair and equitable
division of the produection in the unit?

A Yes, sir.

Q VWhat is your plan of water flood development for the
Drickey Unit?

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

MR, NUIMTER: That will be Exhibit NWo. 13.

A Exhibit 13 is a map that shows by the encircled dots
the wells which will ultimately become water imput wells. We have
shaded in there the area that includes the Cities Service pilot
flood where four wells are now injecting water plus eleven propoull
injection wells which are proposed for conversion as the initial
unit development program. I might also say that two of these wells,
WellsNo. 17 and 21 on the Cities Service Government "B" lLease or
Tract Wo. 6 are in the line well agreement with John Trigg. By
this agreement, they are to be converted by the lat of September,
subject to approvel by this Comnlasion. In cooperation with that,
John Trigg has two wells, Nos. 7 and 35, I bellieve it is == no,
it 48 5 == No. 7 and Wo. 5, which will also be converted at the
same time,

¢ Whet rate do you expect to expand this unitized water
flood progranm?

A We hope to encourage productlion rates in the unit by
adding input wells at @« rate slow enough to maintain the projeet'q

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REFODRTERS
ALBUQUERQUE. NEW MEX.CO
Phone CHapel 3-669?




13

mmber of wells participating in the Drickey Unit. That means
that if 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. Now, by controlling our development
rate, that 1s, the rate at which we add input wells, we expect to
produce this unit area at or nesr that peak rate for about four
years. In controlllng our development rate, we will spread that
development out over a period of about five years.

MR. NUTTER: You mean youtll be adding new wells for
a five~year period?

A For a long time,

& Nouw, I'm aware of the faet, Mr. Funk, that the
information was presented at a previous hearing, but could you
state briefly your sources of water and your expected water inmput
rates?

A Citlesg Service haa permigsion to appropriate water
from a five~section area southeast of the Drickey Unit. We have
two water supply wells down there opersting at this time. We ex-
pect the Drickey Unlt to use these facilities. We started water
input into the pilot area at a rate of about 40O barrels per well
per day. This 1s a rate that was used by Graridge and Ambassaddr

on the start of their floods to the north. The produetion responge

to this rate exceeded our expectations, and we reduced our inmput
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within the allowable that we had end still operated the stimulated
wells at capacity. Now, this is sbout as slow & rate of lmput as
we dared risk, and ewen at this rate it becare necessary to seek
allowable relief which we dld in June, &and now have an order to
that effecet.

¢ Do you still think 1t is eafe to hold the input rate
tu about 250 barrels per dey per well?

A Yes, Beased on the psrrormance that we have seen so
far, I boliove it 1s sefe tc hold the imput rate at sbout 250
barrels per well per day for the present, that is, until we have
somc cxperience that ghows undeslirable results. Wow, we have nof
experienced water breatthrough. It may be after water breaks
through to the produeing wells that we - 1t will look different
and we willi went to use 8 different rate of lmput.

@ How, in your oplnlon, as an engineer, Mr. Funk, is Ehi
propossd unit an effielent, econarrical means of operating this
unlt?

4 dell, the propossd unii ==

& Does the wnlt agreezsant provide for an efficlent and
econamioal means of operating the unit?

4 Yes, sir, I think 1% 13 the best nethod that eould be
used in this situation.

& Bearing in mind the tracts which you have discussed as

being excluded, in your oplaion, does the unit agresment and the
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A Yes, sir.
© And is in the interest of conservation and the pre~
vention of waste?
A Very much 80.
Q Were Exhibits 1 through 13 prepared by you or under
your direction and supervision?
A Yes, they were.
MR, KELLAKIN: At this time we would like to offer in
evidence Exhiblts 1 through 13.
MR. NUDPTER: Cltlies Service Exhibits 1 through 13 will

he admlitted.

(Thereupon, Cities Service Ex-
hibits 1 through 13 were recelve
in evidence.)
MR, KELIAHIN: Thatt!s all the questions I have, Mr.
Nutter.
CROSS EXAMINATION
BY MR, NUTTER:
¢ Mr. Funk, 4id I understani you correctly to say that
Gulf didn't sign the sgreement that you have submitted to them
because they felt that 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 quitq
all they were entitled to, and alsc in negotiatlons with the
operators in the proposed Rock Unit they feel that they are gett-

ing & hetier bhreak,.
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Q Do they intend to put tramet Wo. Lli in the Roek Unit?

A Yes.
QUESTIONS BY MR. PAYNE:

Q¢ Mr, Funk, can you have acreage in two different unitas?

A Well, it will have to be in one unit or the other, it
can't be in both. Right now it does not qualify. I presume you
are referring to the Gulf tract?

Q Mt'a right.

4 It does not qualify for Inclusion in the Dricley Unit.

However, 1t 1s included, but not partiecipating?

F-9

A It 1s ineluded in the outline of Drickey Unit area.
& Could you also include it in the outline of Rock Unit?
MR, KELLAHIN: If the Comuission please, I think the
question poass a legal question as to whether acreage whioh is
shown on the plat 1s in the unit or not when they have not yet
signed the unit agreement and have indfcated their intention not
to sign the unit agreement.

Q (By Mr. Payne) Let me ask you this, Mr. Punk, What
ia the purpose of clearing sacresge on the edge of a proposed unit
which does not participate? - The unit agreement itself provides
for expansion, does it not?

A Yes, 1t does. Wow, I might ask you a question
to get a little clarification, what you mesan by your question.

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

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEwW MEXIZO
Phone CHapel 3-6691




a few exceptiona; mainly the productive limits of the fleld. We
have included this buffer area on those two sldes.

¢ VWell, let's take the Trligg acreage now. He doesn't
intend to participats, is that rlght? He lntends to run his own
water flood?

A That is correct.

S What iz the purpose of including his screage within
the outliine of the unli?

A  Well, in the course of obtaining the approwval of a
unit by the various owners, you have to make agsumptions. There
are, ch, I think forty or fifty working interest owners in this
area. At the time we outlined the unit area, Mr. Trigg was un~
decided as to whether he wanted to come ln or not. Sinee it was
2ll Federal acreage, that is, they were Federal leases, the U.S.
G. S. people enecouraged ua to include 1t in the unit area even
though they knew that he was not at that time willing to commit.
Thelr idea was, well, 1n case he does, Why the mechanics 1is hcri to
allow 1t to come in.

MR. NUTTER: Well, you've got mechanics for the expan
sion of the unit, haven't you, or doss this unit agreement not
provide that?

A There 1z provision for expansion to include the traet#
which don't qualify at the time the unit goes into effect, and
also there iz a clause, I think, for expsnsion outside the unit

area originally outlined. Now, as to the details of this unit
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agreement, Mr. Douglass ls to follow me héere on the wltness ntandﬁ
end perhaps he can answer those questions a little better.

Q (By Mr. Payne) Let me ask you this, Mr. Funk, and if
you dontt feel qualified to answer it, Mr. Kellahin can answer 1t
If we include, for exsmple, the Gulf acreage to the north in this
unit and in the unlt outline, wouldn't that preeclude the Commlss-
ion from subsequently including this acreage in the Roeck Unit
operated by Great Western?

A I belleve thatls & legal question.

MR. PAYNE: All I want is an answer, I don't particus|

larly care who from.

MR, KELLAHINt Just a moment. If the Commission
pleass, in the applieation, the Gulf acreage was not lneluded in
the application, and neither was the Trigg acreage included in thg
application. Although the Exhibit indicates it was in there and
1t was included in the originsl unit agreemsnt, it has not been
signed and it was not included in the appllcation of spproval,
QUESTIORS BY MR, WUTTER:

€ In the order that this Commission enters, 1f it does
enter one approving the unit agreement and the unit area, would
you define the acreage that Cities Service 1s requesting as being
included in the unit aresa?

MR. KELLAEIN: Included in the application.

Q@ The acreage in the appliecation?

A Yes, alr.
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Q@ Is the Ambassador Tract Mo. 26 included in the appli-

eation?

MR, KELLAHIWt ¥o, it 1s not.

¢ Is the Texas Pacific Coal & 01l Tract Wo. 37 includod;

in the application? i
MR, KELLAHIM: Yo, sir. The 5/2 of Section 35 1s in- |

cluded in the application. ‘
MR. PAYNEs Ve ghould go by your application rather

than your Exhibit?

MR, XELLAHIN: Yes, sir.

¢  (By Mr. Nutter) Mr. Funk, you've covered this materi{l

pretty thoroughly. I don't think I have any further guestions to%

askk you on this. However, I might ~- sc I think we will take a |
noon recess and recall Mr. FPunk at one-thirty to the stand.

(Wherewpon, & noon recess was taken until one=-thirty.)

MR. WTTERt The hesring will come to order, please.

Does anyone have any questions of Mr. Punk? i
QUESTIONS BY MR, NUTTER: i
¢ Mr. Punk, are you acgualntsd with the order that i
euthorized Citleg Service to initlate a pilot water flood projeet%

{

in this ares?

pEs

Yes, sln, ;

&

Does that order provide for expansion of the water

flood and addition of extre wells for injection?

A I don't remenmber the exact worklng, but it provides
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for expanslon on administrative approval, and 1t refers to it as

M
i

a project rather than & specific lesse.

& It does provide, doesntt 1t, thet if g well fs =~ has i
received cesponse from the water flcod or ls offsetting s well
that has »eceived 8 responss from the water flood, then that well
can be convertad to injection? I

A That 1s correct,

&  Mow, wnat T was wondering about, you mentioned¢ that
these two wells, your Wo. 21 and 17, were to be put on water in- é
Jection by September the lat, subject to approval of the 011 Con~
servation GCommigsion. I was wondering if those two wells are off#
setting welils which have recelived a response from the waster flosdﬂ

A I might quote hers from a letter to the Cormmission ‘
agkting for adminigtrative approvel on those two wells, and ==

2  You already have flled for adminlgtrative approval?

A ¥e have filed for theu.

Have you recelved that approval yet?

A I dontt think so.

Mi. XELLAHTN: I think it was Just filed, but all theé
information ls contained In the applicetion, ss I understand.

Wow, I was wondering also, if you put these two wells |

on water injection and Trigg hasn't put his two welle, being his |

!

To. 7 anc 5, on water injection, thatls lisble to creste inequitigs,
!

isn't 17

i

A It certalnly will,
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¢ D¢ you know if Mr. Trigg has flled for conversicn of
his Yos. 7 and 57

A Yo, I don't know specifically., I might see if any of §
the others kinow. 1 know he has on order. ;

Mi. PAY¥E: You have a line agreement with Mr. Trig

anyway, Jdon't you? i

4 We have a line agreement that says September lat. !
& (By ¥r. Nutter) In any event, even 1f if werentt §

Septesver the lst, when the wells were converted, you would not
put ycur wells on water injection until such time as he were ready]
to put uls on also? |
4  That ig correct. We would worlk together. Coming bacﬁ
to your earlier question, this application for admin!strative ap—§
proval states that both Wo. 17 and 21 have received stimulation

from the pllot water flood.

& How many wells are you currently using as injection
wells?

A Pour.,
G Thatts your ¥o. 10, 1L, & and 57

A Tt11 have to refer tc the wmap here, just a moment.
Thaet?s correct; 10, 1, 6 and &. |

o Now, 1n effect, when we were discussing this before

the recess, the /2 of

{3

ection 3L and the /2 of Section 37 are
both outside ¢f the unit area, is that correet?

A As stated in our application, that's true.
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.
.
e

show =~ I —ean your testlimony,

these Exiibits to exclude that

2 -2 gre £iling with

T z=ee,.

=~ wWwhich will

that will <" 1ainote those

LY

That!s right,

outline the

tvd aYgo a1l of Section b

Ir. effect, theun, are you smending your Exhibit: to

|
2s such, to be the same as amending
r

aecraage from the unit area?

cur Iinstwurents revisions of the i
i
unit erss a&s reduced. and

twec half secticne you »eferrad to.

1

wnich belon~s to Jchp Trisy,

a

¢ wlll be eliminated from the unit area?

M. WUTTER: T believe thaits £11. Does anyone have
any further questions? Mr, Funk may be excused.

MR, XELLAEI™
ness Mr. Douclasge,

b

iz e

~
i

called acs

folinwas

DIRECT

BY M?. FELUAHIM

-

_ie

© By

3, Douglasgs.

Dovglanc”

I would like to cgll as our next

S. DOWLASS,

Will you atate your

whom are you ewployel and in what

(itneas excused)

.

Wit~

OXANINATION

name, nlease?

position,

*
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4 Citles Service 0Oll Company, Bartlesville, Oklahoma. i
I'm supervisor of the secondary recovery unltization section of

the Land Department.

How long hsve you been in that section 1n the Land Te-

e

nartment, r. Douglass?

Well, may I answer 1t this way, please? I have been

in the Land Department about thirty-three years, Ve have only had

this section possibly ten or twelve years, end I've been in 1t all

that perlod of time.

¢ Have you worked for Citles Service curing that period !
of time? ;

A Yes, sir.

o All of the time?

A I have, sir.

Prior to that, what was your education, Mr. Dcuglass,f
i

£

and experience?

A Well, 1t was In the field of Business, and T came froq
college dlraeetly to work for Citles Service in the Tand Degartmen&.
Subsequent fto that time, all of your work has been in?
the Land Department? |
4 Right, sir,
. And in thet work, are you famillar with the negotia-
tlons for unit agreements,and the drawlng up of unit agreements,
and obtalning signetures thereof?

A I am, sir.
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¢ In connection with your work, did you have anything to%
do with the Drickey agreement ==

4 Yes, sir.

¢ ~= and with the unit operating agreement? !

A4 Yes., Directly with the unit agreemsnt, indireectly
with the operating agreement. |

¢ Wow, has the unlt agreement been signed by all of the 5
working interest owners as Indlcated in Mr. Funk's testimony, i
agide from thoge units =~ those aress which were depleted? |

A  They have been.

€ How about the royalty owners? ;

A  With the exeception, of eourse, of the Pedersl Govern-;
ment and the State of New Mexico, both of them. j

@ Has the formml agreement been submitted to the United

States Geological Survey,Department of Interlor, and the State

Land Cormissioner? %
A It has.
Q Has it recelived spproval as to the form?
A Yes, sir.
¢ And will an executed copy be submitted upon completioﬁ
of this agreement? |
A Yes, sir.
Q@ Are you wllling to file with the Commission a copy of
the unit agreement executed, 1f 1t is requested?

A Yes, sir.
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M. FELLAHINM: At this time, if the Commisalon pleasefl

we would like to, in lieu of filing a completely executed copy of |

}

the unlt agreement, flle with the Coimigsion photostatie copiles o@
the siznature pages to be atbtached to the formal agreement, which%
hasg neretofore been filed with the Commisgsion. |

MR. WUTTER: Thils is a copy of the unit agreement thnat
has been executed, ls that correct? That will be satlsfactory. !

2. (By Mr. Kellahin) 1Is -- the Zxhibit attached to the %
application, 1s that the same as the final draft of the unit agree}
ment as executed, Mr, Douglass? :

4 The Exhiblt as contained in this executed agreement
1g the origlnal Exhibit of the propozed unit area, -~

% Yes, sir, ?

A =~ and that was to be reduced by the filing of a re- g
vised Exhibit, both as To A and B, which would be the plat of thes
area and also the tracts participating.

. ¥ell, that information is covered, insofer as the plaq
1s conceraed, by our Exhibit 2 Introduced today, ig it not?

A Correct.

T At the time you flle the slgnature pages on the ;
unit agreement, will you be willing %o furnish them with a new
agreement of the area as 1t will exist in the form®

A That 1s right.

o If that i3 ~-

|
}
!
!
i
{

i
M., WUTTERt I think we would zppreciate heving a new |
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Page 3 for the unlt agreement we have because it describes all of
the unit area as the unit area was originally defined.

¢ Will Page 3 be changed on the filnal draft?

A There 12 no provision on the contraet for amending the

deacription on Page 3. The smending and changing is to be done on%
|

Exhiblits A and B.

i

-~

¢  And the unit agreement so provides, does it notl?

A It does, yes, sir.

’}
v, KELLAHIN: There will be nc change, ir. Nutter, oq

P&ge I ;

MR, WUTTER: Page 3 says"the unit area is defined as
follows:" and ineludes all of Section 3l and all of Section &
in Township 31, Notwithstanding the fact that Exhibit A and Ex~
hibit B would be revised at the end of the unit sgreement, it ap-§
pears that this defines the unit ares.

MR. KELLAHINt The difficulty-of that, Mr. Mutter, 1s§

{

that 1f Page 3 1s revised, it wlll necessitate approval of the U.§

8.G.5. and State Land Commissioner, and the change would have %o i
be approved by the participating party, whereas there 1s provis- %
ion for reducing or expanding the unit conteined in the body of é
the agreement. :
MR. NUTTER: I suppoae it is s matter of record, and %
we all understand that only half of Section 34 or only a portion
of 3l and half of Section 35 will be in this unit area, and alter=

ing Page 3 would amount to -~
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MR, PAYYE: Approwval of ths unit agreement as proposedL
Mr. NMutter, will set off the acreage thet is in the unit insofar
as this Commisslon is concerned, 80 no awendment of Page 3 is nec-|

essary az far as we are concernsd,

¢, (By Mr. Kellshin) Does the unit agreement contain =
provision for reducing the acreage included in the unit, Mr. Doug—i
lags? |

A Yes, sir, 1t provides for a reduction of thoss tractsf
which éo not quallfy, by eliminating such trscts. i

¢, Does 1t contain any provisions for expanding the unit‘
or Including those tracts or other tracts which may be appropriatb
or necessary to the operation of the unit®

4 Yes, sir, there is a provision for non~ jJoinder and sub}
sequent Jolnder under Article ¥o. 31 of the agreement, and then é
there is an expansion provision o. i == Article Wo. l, which woulk
cover acoreage that is not ocutlined in the unit ares or described l

in the unit ares.

& Now, you heard Mr. Funk testify se to the non-jolning

traets and the reasons therefore. Are you familiasr with those
tracts? %

A I am, sir,

-~

& Are you in agreement with the testimony as was pre- |
sented by Mr. Punk in that regard?

L]

A T am. I would like to add this, if I may, pleamse. ALY

the time thls sgreement was prepared, as Mr. Funk stated, there
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was a question as to whether or not gome of these tracts would
come in. There was no question in our minds but what others would
come in, which later declided to withdraw the tract. For example,
Mr. Trigg, we felt he wouldntt go in. However, the U.S5.G.3. and
the Depariment of Conservation wanted hig acreage 1n the unit area
because they were of the opinlon that possibly Mr. Trigg cannot
find the water supply, therefore would be forced into the unit.

And He'd drilled some wells, I understood, attempting to locate a

water supply for water flooding his lease. And they felt that if
that was not == 1f he did not locste it, then he would be forced
into our unit, and they asked that we put the acreage in. i

Q@ Did you discuss that with the United States Geological
Survey?

A Yes, sir, 1t was discussed at Roswell and also back |
in Washingbon.

Q@ Did you go to Washington for that purpose? i

A Yes, sir, I did.

Q Are they in agreement with the present arrangement
which has been made?

A Yes, air. As far as we know -- the agreement, of
course, has not been submitted to them. As far as the agreement
itself 1s concerned, we have a letter from them in which they ap-

proved the form, and we aszsume they will approve it.

2 Now, in your opinion, will the correlative rights of

the owners of the tracts in the unit, including the royalty ownerd,be
1
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4  Yes, slr. |
M. XELTARIN: Thatts all the questions I have, Mr.
Futter. i
MR. MUTTER: Anyone have any questions of the uitna::%
CROSS EXAMIWATION
BY MR. PAYNE: .
G Mr. Douglass, the U, S. G. S. has not indicated to |
you, have they, that they would not approve thig unit unless Mr,
Triggts acreage was included?
A  ¥Wo, I believe it's been more or less the adverse,.
They have indicated that with the line agreement, they would ap-
prove 1t with Mr,. Trigg's out.
MR, PAY¥E: Thank you.
QUESTIONS BY MR, NUTTER:
Q Is it your belief that the line agreement,which will .
surround Mr. Trigg's acreage, will provide adequate protection foé

i
both sides of the screage -~ both aldes of the line? ;

i

A Hot being sn englneer == but I asay it 1z a customary :
form and type of line wel)l agreement that I am familiar with in
working with sueh units. The contentg of this was briefly read

to the Department of Conservatlion in Washington, and they seem to
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indicate that they felt satisfied with that agreement, although

they have not seen 1t,
Then you expect for all of the shaded tracts on Ex-
hibit Wo. 2, with the exception of the Trigz acreage, the Gulfl

acreaze, and the Ambassador, Texas Pacific acreage at the north

and the Shelton anc Wheley tracts to be eventually commltted to
the unit?
A I vould say, sir, that the 0'Weill tract, nossibly,

will not be, Tract 46, but I feel that there i3 a very definite

possibility that the Atwell acreage, Tract }j3, will come in. Alsoc
the Ambassador Tract WNo. 28 will also be ineluded. E

¥MR. NUTTER: Anyone have any {further questions of lr. l
Douglass? He may be excussd.

(Witness excused) i

M. NUTTER: Do you have anything further, Mr. Kella-%
hin?

¥R, ELLAHIE: Yo, sir.

JR. WUTTER: Does anyone have anything further they
wish tc offer in Case Wo. 174L?

Mi., KASTLER: I have a statement. Bill Xastler, ve~ 3
pregenting Gulf 011 Corporation. As Citles Service has tastifiedi
Gulf 011l Corporation has signed the unit sgreement for the reasoné
that 1t strongly favors the pollcy of expediting secondary re- ?
covery of oil by water flooding. However, ac far as low injectioé

rates and restricted allowables are concerned, the recammendationé
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of Mr. Funk did not completely represent the views of Gulf 011l

Corporation.

MR, NUTTER: Thank you. Any further statements? Take

the case under advigement and take Case 1TL5.
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I, J. A. Trujillo, Wotery Public in and for the County of :

Bernalillo, State of Wew Mexico, do hereby certify that the fore- :

golng and attached Transcript of Proceedings before the Wew Mexicoi
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i
|

reduced to typewritten transcript by me, and that the same isg a

true and correct record to the best of my knowledge, skill and _

ability. §
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