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EEFORE THE OIL AND GAS CONSERVATION COCMMISSION

CF THE STATE OF COLORADO

0.1
IN THE MATTER OF THE INVESTIGATION )
TO TAKE MEASURES TO PREVENT WASTE )
OF OIL AND GAS IN THE "J" SAND OF ) CAUSE NO. 30
THE LITTLE BEAVER FIELD, WASHINGTON)
AND ADAMS COUNTIES, COLORADO )
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PURSUANT TO NOTICE TO ALL PARTIES IN INTEREST,
the above-entitled matter came duly on for hearing at
Room 243 State Capitol Building, Denver, Colorado, at the
hour of 11:45'o'c10ck a.m., September 17, 1957.

BEFORE:

Warwick Downing, Chairman

H. C. Bretschneider, Commissicner
W. A. Dillon, Commissioner
Harvey Houston, Commissioner

APPEARANCES:

Patrick M. Westfeldt, Esq., appearing for
Lion 0il Company;

E. L. Maxwell, regional manager for Lion 0il
Company;

Wesley G. Gish, appearing for Col-Tex Oil, Inc.;

Robert Munn, appearing for the Tomberlin
interests;

William McElwain, appearing for the Triangle J
0il Company;

A. J. Jersin, Director, Colorado 0il & Gas
Conservation Commissxon,

William Smith, Siseschdcdetsr, Colorado 0il &
Gas Conservation Gommission, and

Samuel Freeman, Esq., Assistant Attorney General
State of Colorade.
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PROCEEDINGS
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COMM. BRETSCHNEIDER: The next hearing on the
agenda is Cause No. 30, Little Beaver "J," the Commission's
owvn motion to consider field rules, receive reports of
ope?ators regarding progress of unitization of "J" sand
reservoirs.

It <s now a quarter to 12:00. Before we get
into this satter seriously, I would like to have somone wh
represeary the major interests to advise us about how lrag
you think it might take to accomplish what you are sreking.

R, WESTFELDT: My name is Patrick M°'Wedtfe1dt,
attorney £ r Monsanto Chimical Company, Lion 0i: Division,
and I would like to suggest, Mr. Chairman, t'.at there are
two phases io this hearing: one is the reyort of progress
in the direction of unitizailon, and secind is consideration
of field rules.

It !8 my opinion tha: the veport with respect to

progress on un.tization will only take a short time, and

that the field rules and evidence in support of that could
tace a long time. 1 intend to ca.l one witness, and I

expect that his testimony will taks an hour with respect to

- field rules. Ou the other hand, I :hink that all of the

interested parties that are present here can entey their
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appeaarances ?9d can stfﬁe to the Comnission what has been
done with respect to unltization, and that could be done
before lunch. |

As a matter of faect, if the Comnisslon so desires
1 am perfectly willing to work through the lunch hour, but
T am not sure that everybody would agree with me on that,

COMM, BRETSCHNEIDER: We have a little problem
here, The Commissioner here has another date with the
goverroy at 2:00 o’cloek, and Mr. Downing~e--

CHATRMAN DOWNING: I could be back, I think, at
3:00, but I couldn’t be here at 2:90.

COMM. PRUTSCENEIDER: Well, we could do one of
two things, we cou’d adjourn until 3:00 o'clock, or we
eculd gtzy here unitil 2:00. We can't do it in two hours,
though, can we?

MR, WESTFELDT: We may be able to; it is always
difficult just to tell how long testimony will take, 1
tried to give as bonest an estimate as I could, and I know
that my principal witress will be cross examined, or else
some of the other interested-parties will want to put on
their own evidence.

34, BPETSCHNEIDER: Let's have the report, and

you can make it g brief as possible.
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MR, WES??ELDT: Well now, the way I would like to
Pandle the répoég,ji ﬁéq}d like to'gall n;r Maxwell to?give
his statement on the report on progress towards unitization,
and then 1f any of the other interest ownera want to say
anything, I would like to have them have the opportunity to
do so, too.

Mr. Maxwell, would you stand up and say who you
are and what your position is and give the Commission the
information that you have about unitization?

MR. MAXWELL: Yes, sir.

COMM. BRETSCHNEIDER: This is just a report on
the progress towards unitization of the "J" sand area of
the Little Beaver Field?

| MR, WESTFELDT: That's correct, and it is called
for in your notice,

COMv, BEETSCENEIDER: And if anyone would like to
1dd to these remarks, they may do sc, and we will close
that phase of this hearing at that time and go to lunch, and

prolsbly declde after Mr. Maxwell has fiﬁished as to

whethor we will go to lunch or whether we will meet at
3:00 o'ilock or some other time to accomodate some of these

people.

M, MAXWELL: I am E., L, Maxzwell, regional
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'manager for Liqn 0il Company, or Monsanto .hemical Company,
Lion 0il Divisiin, which if you will allw me, I will refer

to it as Lion.

At a hearing held here befose the Commission on.

.June 18th, Lion appeared and asked for some time to try to

" make some progr:ss towards unitization. This field has e

long history o! unitization effor: dating back to June,
1955 when the operators first mat and discussed the pogsi-
bility and the advisability of unitizing. |

At that time an operator's commlttee, an
englneering subcommnlttee and a geologlcal committee was
formed, and actording toour records the operator's
comnittee met fiurteen times between then and March of 1956.

Now, tne result of those m:etings was that a
tentative agreen:nt was reached by the companies attending
the meetings as =» participation and other factors that
would be necessary for unitizing the field, and a unit
agreenent was writien acl printed. The unit agreements

were circulated for sigratures pricarily to the owners of

working interest, ani by October of 1956 just a little less
than a year ago, we had been succensful, or the operators
had been successful in cbtalning signatures of working

interest owners who would own up to about sixty-five
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percent of the proposed unit, and at that time the effort
failed because the remaining principsal working interest
owners, that ig, the ones that owned the 1argér portions,
could not accept the proposed participation faetors.

Thege cwners were primzarily under the Tomberlin-
Bogsati: lease, and because of this, bécause not esnough
ownersilp could be sipned up, the unitization effort was
dropped about last October, and nothing moire was done on
it vntil the Jume 18th heaving when Lion asked for scme
time to try to accomplish some more towards that goal.

| I would like to report Lo you that what has
happened gince June 18th--znd I am happy to say that in
my opinion we have made some more progress towards
unitization. For ona thing, all of the operators in the
field cooperated in corducting new well tests and a bottom
hole pressure survey, both of which were necessary to
evaluate and take a new look at the unitization situaticn
since quite some time had elapsed,

These tests were completed on August 20th, this
month. Precedlnag and zfter they vere completed the mseting
was called of the operator®s coumittee which meeting was hel
on September 5th, and the purpose of the meeting was to

discuss unitizaticn and to see 17 those present were still
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interzsted L wvibdsing sad o see L we could thiak of
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pomething To de ihst mi:bi Durthor us towards that gonls

under the Teombsrlin-Hogsett lease had been the ones that
did not cee £it to sign before~-thiat a2 meeting of the
working interest surers undar that leese might be in order
to analyze the situstion again ocnd see If perhaps soms of
thewm that had not s=zen £it to slgn before would not bs
vaceptive to the idea.

Thiz meeting wes held; I think it was last
Thursday, and the following day I had a meetiung with
Mr, Tomborila and we discussed ﬁhe.same thing, and the
result of =hose two meectings was that perhaps there was
some hope that we would be shle to actuwally achieve
unitization now; and so wa had ancther mesting yesterday
which wags of all of the cperatoreg, again the operator's
committes mosting, and it was quite well attended, an.
all of the wmembers, all cf the operatimg parties presest,
we polled them to see 1€ thay would be interested in
vaitizing on the basils as proposed bsfore when the thing
é¢led, and everyone present indleasted that they would lte
willing to, and those companles--of course, I appear heve

only on behalf of Lion 0Ll Company~~but, 1 just want to
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list the companics for you that were theve and so indicated,

and then i1f any of them that ave oresent here now-~1 would
like for them to séﬁte ¢heir own position--but, Lion Dil
Company, of course, GoiaTex,'Inc,, Ferest 0il Company,
Tomberlin, the Tziangle J 01l Company, Al Ward, Jr., and we
had a message from the Denver Basin Oil Company that uwnder
certain conditions they elso would be willing to unitize.

These operators were a unit to he formed; these
operators I have just named would own sixty-seven percent
of the unilt, and of couvse, there ig listed in there
Mr, Tomberlin, who previously had not seen fit to sigﬁ, and
Qe féel that if we can get these companies signed up that
that would pave the way towards unitization, and in fact
1f we could get these that I bave just named signed, and
in addition get the others that had signed previously over
a year ago-~of course, thelr signatuves arxe vwold nQanbuﬁ;
if they would gign agaiv, we would be able to have signamr
tures repregenting in excess of eighty-five percent of the‘
working interest owners.

I would like to point out at this polnt that
these filgures include sowz substantial interests under ; ”
the Tomberliin-Hogsstt lezse, from whom we have no direct

communication. Ur. Tomberlin As the operator of the lease
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represented ~nly his oww wirhes as to unitlzatioen, acause
he doegn’c kave the avthovity to spaak for the others, and
we haven't bhesn in coatact with them, so it is a long, long
way, I bellseve, yet from pow until unitizatién wight be a
facty and we are not assuved, of course, of guccess in
that, but we have reeeived thils encouragement of some of
the folks that wouldn®t join before now stating that they
would be intevested.

That i3 the full statement of whaot we have

accomplighad sicece the last hearing on this matter, and J

-

would like o ask than any other owners present that wish ti
make 4 statomsaei do so now.

LOMRE, BRETSCHMEIDER: Thaok you very mich,
Mr. Maxwell. Dozs anyone else wigh teo wmeke a statewment?

MR, MO BLWALIY: William MeBlwaln of the Triangle

—

J O11 Company. I would like to Further verify My, Maxwell’
gtatements with vegard %o unitization and to asgure the
Coumission that Triangle J 0Ll Company would unitize on
the basis that haz beaz agresd upon.

MR, GISH: Wesley Gish, Col-Tex 0il, Ineg,
Mr. McElwain and 1 are probebly the two veteran members of
these many wontlis of procedure vorking towards unitization,

and in view of the spirit of yeeterday's two meetings 1 aa
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very mueh: encouraged and will moke a little stvonger
statezent that M. McEiwain has as to success.

We ferl that we are over the hump and have The
detzlis cf tha vevision of the contract as to dates and such
and the veecanvnssing of all the working interest ocwners
and woya.ty intorast owners, which will take nime; but, T
feel werv much caccuvaged that we are over thez huwmp and it
will sveortually bo attained, and Gol-Tex, as Mr. Maxwell
statad, iLas a'lways been for unitizstion and siill remaias
for ii.

COMY. SRETSCHUEIDER: Thank you very much,
¥Mr. Gish. Anyone slse?

MR, WESTFELDT: Mr, Muon, do you want to add
anything further with respect to the Tomberlin interessts?

MR, M The only thing I can say--my name it
Bob Munn; I work with Bob Tomberlin~-is that the statement
made by Mr., Maxwell is correct as far as I konow, and that
we would be very happy to work with the workirng interest
holders of the Tomberlin-Hogsett lease to effect unitizatior

MR, WESTFELDT: May I add, Mr. Bretschneider,

I think perhaps Mr., Maxwell was a little modest about the
really sevious interest that Liopn has in unitization, and I

wani to emphasize that Lion wili continue to do everyihing

KEITH WATSON
Federal Court Reporter
Denver, Colorado

i S




it can to affcul anlcdsatisn.

1 Zmov the Couniszlon iz aware of Lien's pavticie
pation ia tho fittle Beaver unii zad perhaps iis work in the
Little Reaver Noet unit, ond the intervest that they have
demonstrated continuas,

OCHii, DREISCEMEINER: Thenk yoﬁ. 1f theve axe no
other rewarks coscerning the report of the cer’ﬁssian on
progress of the unit plan, we will close that pavt of the
heaving.

Now, it is 12:00 o'elock., What skall we do with
the balance of the hearing which relutes to nsw fleld rules
for the area?

MR, UESTPELDT: Mr. Bretechnelder, as far as I
koow, Lien 1z the operator that is golng to present scme
field rules aad oyldence in suprort of them, I Jdoa't know
that the otraw cravators are going to, although, as I sald,
there can Ee controversy over the rules that we will
propose, In view of the situatlon of the commissioners
that we will have to leave at a later time, 1 personally
would like to proceed; but, I don't want my wishes to
control if there s disagreemen® zbout that. I peracually
would like to go shead ar this time, and I would like to

ask 1f anyorna else has any other feeling?
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How wany obhers ave Lo

mich of 8 conflinrt hobrsan

o the rules and the opinion of others, <o

you know?

%

MR, WESIFELDT: It iz my understénéing that there
ig some comfiiet. 1 hesizate £o say the degree of ths
zonfliet.

KR, MO FTIWAIN: As far as Trisngle J'e position is
eopzerned, LU will not take maeh time. Ther@'wili be ne
tmgtimony on our payi; thoera will be slight cxoss
examinacion.

MR, GISH: X waut to niake a wery brief stateamesnt,
Sut it will jJust take a few seeconds,

COMR. BIAETSCHNEIDER: Let's procsed then and see
iow far wa go.

MR, VESTIFELIY: First of all, 1 would like to
eall Mr. Jobn Rushing as a witness,

Coed, BRETSCHUEIDER: You just have one witness?

MR, WESIFELNT: No, I am geing @o call Mr.
Manwell as a witness, but he won't take two minutes.

Perhops to opan up the bheosring and facilitate

u

it, would you gmet your edidbits out, My, Hushiang, and I

would likea to ask the repoxter to take one of ithe packeis
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look at while we are golag through the testimony they can

]

of exhibits for the officlal record copy of the Jommission,
a2nG mark the exhibits in the sequence that they appear,
and they will be Lion’s Exhibits 1 through 7.

(Lion'g Exhibits 1 through 7, inclusive, were
warked for identification.)

MR, WESTFELDT: For the Commission's information
the items ¢hat have been presentad to you are copies of the
exhiblts that have been marked, and they are in the same
sequence as they will be referred to in the testimony of
this witress.

I want to apologize tc the other pzopla present
for mot having complete zoples of all of the exhiblis to

submit to then; 1 have one extra here that if they want to

do sc, and, of course, move coples can be made for them.
JOHN D. RUSBING
having been duly sworn, testlified as follows:
DIRECT EXAMINATION
BY MR, WESTFELDT:
Q Mr. Rushing, will you please state your name and
addresa?
A Yy name is John D. Rushing. WMy address is

Houston, Texas.

KEITH WATSON
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Q And by whom are you employed, Mr. Rushing?
A Sir, I am empleyed by the Lion 0il Company,
Division of Monsanto Chemical Company.
MR, WESTFELDT: 1If the Commission please, we will
just refer te this as Lion from here on out so that there

won't be all of that extraz language,

Q In what capacity are you employed by Lion?

A Sir, I am a staff petroleum englneer for the Lion

0il Company.

MR, WESTFELDT: We want this witness to be

considered qualified as an expert witness, and I won't inslasf

on going through the details of his qualifications, 1f the
other persons present will accept his qualifications.
CoMM. BRETSCHNEIDER: Any objection? (No
response.) You are secepted; there is no objection.
Q  Mr. Rushing, in the course of your work as a
petroleum engineer for Lion have you caused a study to be
made of the "J" @and reservoir of the Little Beaver Field?

A Yes, sir; we have on numerous occasions studied

this reservoir of the Little Beaver Fleld.
Q Mr. Rushing, with respect to the exhibits that
have been marked and copies presented to the Commission,

did you prepare those exhibits or were they prepared under

KEITH WATSON
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your supervision?

A Yes, sir, they were.

Q And you are familiar with the information coatained
in those exhibits?

A Yes, sir, I am.

Q Mr. Rushing, do you have in front of you the first
exhibit that is marked Exhibit No. 17

A Yes, siv, 1 do.

Q And wili you please state what that exhibit is?

A Extibit No. 1 is simply a field outline or a
field msp of the Little Bzaver "J" sand pool of.the Little
Beaver Field. The map showz the productive limits of the
field which are enclosed by the irregular blue line around
the periphery of the field,

The map also shows the producing leases, the wells
wihich are located thereon, and the classificatlon under
the existing rvles of those wells.

Q What do you mean by the classification under the
existing rules?

A Sir, under the existing rule a gas well is a
well which produces with an average producing gas-oil ratio
in excess of 30,000 cubic feet per barrel. Am oil well is

a well vhich produces with an average gas-oil ratio leas

KEITH WATSON
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‘Section 30, Township 1 South, Range 56 West, is the Lion 0il

than 30,000 cubic feet per barrel.

Those wells which sre classified as gas wells on
this exhibit are indicated here by 2 blue circla with small
dagh lines around the periphery of the circle. Those
wells which aze currantly classified as oil wells are
indicated on hers by solid blue dots.

Located in the south half of Section 19, Township

1 North, Range 56 West, and in the northeast quarter of

Company Flessner lease, on which there are located eight
oil wells and one gas well,

Ie the northwest quarter of Section 30, Township
1 South, Range 56 West is the Tomberlin-Hogsett lease, on
which there ave located three oll wells.

In the southwest quarter of Section 30, Township
1 South, Range 56 West, is the Col-Tex-Hogsett lease, on
waich there are located three wells classified as oll wells.,

Now, the gés wells are located in the field as
follows: im the northeast quarter of Section 30,
Townchip 1 South, Range 56 West, Lion 01l Company has its -
Flessner No. 11, which is currently classified as a gas

well,

In the northwest quarter of Section 31, Township

KEITH WATSON
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1 South, Range'Sé West is the Triangle J 0il Company
Hartmann lease on which there are located wells No. 1 and
1-B, each of which is a gas well.

In the northeast quarter of Section 36, Township
1 South, Range 57 West, is the Forest 0il Company Hough
lease, in which there is one well classified as a gas well.

In the southwest quarter of Section 31, the
south half, more particularly, of Township 1 South, Range 56
West, is the Denver Basin Oil Company's lease, the Hogseit
lease, on which their well No. &4 is a gas well.

In Section 1 down in the south, very scuthwest
portion of the field that you see here, is Col-Tex's
Hough lease on which there is located one gas well.

Q Now, that's Section 1 of Township 2 South,
Range 57 West, is that correct?

& Right: and immediately east of that lease in
Section 6, Towmship 2 South, Range 56 West, 1is the
Huntsinger-Walker Osborne lease, on which there is located

one gas well. That, more particularly, is the northwest

of the northwest of that section.
Now, summarizing; this mﬁp' shows that there are -
fourteen wells which are considéred oil wells, and seven

which{arg-considered as gas wells.
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Q And all of the gas wells except the one on the

Lion Flessner lease are in the southwest corner of the

field, is that correct?

& That is corvect; they exist in an area of the

reservoir of approximately=--productive area of the reservoir

between 400 and 480 acres, something in that order.
Q Now, Mr. Rushing, do you have in front of you
a copy of the exhibit--strike that, please.
At this time I would like to ask that Lion's
Exhibit No. 1 be received in evidence.
COMM. BRETSCHNEIDER: Yes, sir,
(Lion 01l Company Exhlbit No. 1 was received in
evidence.)
Q Mr. Rushing, do you have in front of you a copy
of the exhibit marked Exhibit 2%
A Yes, sir, I do.
Q Me. Rushing, will you please state what that
exhibit is and explain it to the Commission?

A Yes, sir; this exhibit is a sﬁructural contour
map based on the top of the "J" sand. The map shows the
gas-oil contact. The structural contours go from a high

dowm in the southeast portion of the field at a subsea of
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660, plus 660, to a structural low in the noxtherm portion
of the field ar approzimately 750 subsgea.

Q Thooe figures are minus figures subsea, is that
coryrect?

A No, sir, they are posltive.

Q I see, subsea. |

A Slightly above sea level. The oil zone in this
raegeryolr which existed aé original conditions i3 coloxed
green on your exhibit and is labelled “oil zone."

This, as 1 say, is in the northern.po:tion of
the field and originally consisted of approzimatsly 733
acres as the productive area., Now, the gas zone located
more nearly in the south and south central.portion of the
field, 1s ecolored green and labelled "gas zone,” and
congisted ivitially of approximately 1568 acres of
productive ares.

Now, between the two you see colored in red an
area which we call the oil and gas area, which consists
largely ofithe oil and gds contact avea. It is colored
red here, and it initially, our figures iandicate, consisted
of approximatcely 340 acres.

Q What 1is the total acreage within the productive

limite, the sum of those flgures that you have just given?
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A Within the productive limits, one moment, please,
sir. The total productive limit area of the pool is
approximately 1962 acres.

Q Before we go on any further, Mr. Rushing, I would
like to refer back sgain to Exhibit 1. I think in giving
your testimony about this exhibit you referred to all of
the leases on which there were producing oil and gas wells?

A Yes, sir.

Q And did not cover the ares in the southeast quarteq
of Section 30 and in the east half of Section 31, That
land is under lease to Lion, g that correct?

A Yes, sir, it is.

Q All right; now, is there anything further you
would like to say about this Exhibit No. 2, the structural
contour map showing the different areas?

A Yes, sly, this exhibit points out, ox rather
point up the producing mechanigm which exist; in this
regervolr, aad that is that it is predominantly a gas
expansion reservoir, the gas energy coming from dissolved
gas ia the oll zone and free gas in the gas cap. There
has been some evidencé-ﬁfxﬁatéQ expansion into the oil zone
of the reservoir.

Q Where this mechanigm exists, Mr. Bushing, in your

KEITH WATSON
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opinfon does it lemdi itself to maximum efficient operation
under unrestricted competetive conditiona?

A No, gir, 1t very definitely does not.

Q Will you explain that?

A In this reservoeir, as I pointed out, you have
very low relief. There is approximately forty to fifty
feet per mile of dip. With such low relief the expanding
gas cap presents a sericus problem because excessive rates
in the vicinity of the gas zone or in any particular well
can cause gas overruning the top of the oil zone. 1t is a
reservoir which you naturally must conslder as being rate
sensitive. Withdrawals in one zone can and, of course,
do affect the performance of the other zone. One cannot be
§perated independently of the other.

It 18 the type of reservoir in which you must
congider both zones In the operation of the reservoir in
order to achieve the maximum ultimate recovery, and at the
same time offer some reasonable protection of correlative
rights,

Q Mr. Rushing, from your study of this field can
you tell the Commisgion the amount of original oil and gas
in place?

A ¥es8, sir; at original condiions the oll zone
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contained an estimated 6,070,000 barrels of origlnal
oil in place. The gés content for free gas or gas cap gas,
our calculations have indicated that there was approxima-
tely 15,979,000 MCF of free gas.
In the oil zone in the form of dissolved or
solution gas theve was originally an estimated 4,850,000
MCF of gas, macking the total gas content of the reservolr
20,892,000 MCF.
MR, WESTFELDT: If the Commlssion please, at
this time I would like to ask that Lion's Exhibit No, 2
be received in evidence.
COMM, BRETSCHMEIDER: Yes, sir, it will be
received.
(Lion 0il Company Exhibit No. 2 was received in
evidence.)
Q Mr. Rushing, do your studles of this reservoir
indicate total production to date from this field?
A Yes, sgir, they do.
Q Would you give us those total production
figures?
A As of July 1, 1957 there had been produced
from the resexvoixr a total oil production of 1,625,043

barrels. From the reserxrvoir there had been produced a
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total of approximately 3,940,000 MCOF of gas.

Q M.:. Rushing, do you have in front of you a copy
of the exhibit marked Lion's Exhibit No. 3%

A Yes, sir, 1 do.

Q@  Will you please tell us what that exhibit is and
explain what it shows?

A Exhibit 3 is an oil production and reservoir
pressure performance graph of the history of this reser-
voir; across the base of the graph you will see time marked
off in years by months, beginning in 1953 going through
July of 1957,

On the left~hand margin of the graph you will
see two scales; the scale on the left is labelled
"monthly oil preduction," with production by wonths
ranging from 10,000 barrels of oil to a maximum of 80,000.
The next scale is labelled "hottom hole pressure,"
pounds per square inch gunage, ranging from 200 to 1400,
Now, let's look at the oll production graphe=-

Q Excuse us a minute, Mr. Rushing.

Mr. Bretschneider, would you want to proceed
with the testimony while Judge Downing is out of the room?
COMM, BRETSCHNEIDER: Yes.

MR, WESTFELDT: We still have a quorum of the
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‘another example down here; for example, in January of ‘57 yoy

Commiss;on present?
COMM. BRETSCHNEIDER: Yes.

Q Will you go ahead, Mr. Rushing, and continue
with your testimony with respect to this exhibit?

A The lowermost curve you see on this exhibit is
labelled "barrels of oil per month," and is a bar graph
showing the monthly oil production by months.

Q' From the entire resexrvoir?

A From the.entire reservoir. Now, for example,
let's take looking down at the lower portion of the
graph, let's take January of 1954, which is the first
month in that year which you see marked off there in twelve
equal divisicas.

Now, golng up the graph you will find 2 bar
going across that month over on the left-hand seale, a

monthly production of 73,000 barrels. UNow, let's take

go up the graph until you come to the bar which crosses
the month at just elightly {n excess of 18,000 barrels
during that month.

Now, this graph shows esgseantially that as the
field was discovered the producing oll rate gradually

incereased until such timez as it reached a maximum in the
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order of 75,000 barrels, and it has since declined in
productivity because of pressure decline and proration
until such time as it is producing in the order of 20,000
to 22,000 barrels per month,

Q@  And that's the current rate of production from
the fleld?

A That's correct,

Q And will you explain the balance of this exhibit,
the bottom hole pressure curve?

A That is on the upper portion of the graph you
will see a curve which is labelled BHP or bottom hole
pressutz On the left-hand portion of the curve you will
see that at discovery in May of 1953 the original bottom
hole pressure was estimated to be in the order of 1358
pounds per square iﬁch guage.

Now, since the discovery of the fleld the bottom
hole pressure has been determined at the direction of this
Commission and by the operators at periodie intervals.

These surveys are showing individually; beginning March 1,

1954 we had a reservolr pressure survey which indicated
that the average bottom hole pressure in the reservoir
was 1318 pounds.

Subsequently in June of 1955 the pressure was
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again determined, at which time 1t wag estimated to ba 134
pounds. In August of lsst year pressure was again
determined by shut~in field survey, and the pressure at
that time was 1041 pounds.

Q That'’s August 2, 1856, is that correct?

A That’c correct. How, just last month, the 28th
of Aungust 1957 the bottom hole pressure was again deter-
mined and it was fourd o be 920 pounds per square inch
guage. So in producing 1,625 000 barrels of oll and
3,540,000 MCF of gas the pressure has declined from ap
initlal of 1352 pounds to lte present level in the order
0of 930 pounds,

MR, WESTFFLOT: At this time I would like toc ask
that the Commissicn wecelive ia evidence Lion's Exhibit 5.
€O, CUETSCENIIDER: Yes, sir, it shall be

recelved.

(Lion 01l Compony Exhibit No.3was received in

evidence.)

Q Do you have in front of you, Mr. Rushing, a

copy of the =xhibit marked Lion's Exhibit No. 42

] Wirsdd e pleaso tell us what that exhibic is
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A Exhibit No. 4 is a graphical presentation of the
gas-o0il ratio on performance which has been associated with )|
the production of the oil and gas volumes that I hare
mentioned previously. Across the base of this curve you
will again see time set out in years by months. On the
left~hand margin of the curve you will see gas=-o0il ratio in
cubic feet pexr barrel.

Beginning in May of 1953 naturally upon
digscovery the gas-oll ratio was at or near the solution
gas content of the oil zone, which was in the order of 800
cubic feet per barrel.

-Now, let's take the uppermost curve and follow
it across the graph. This is entitled the "field ganoil
ratio," and i3 deotermined by dividing the fileld gas
productlon wonthly by the field oil production monthly.
You will notice that this curve began to move upward in
the fall of 1954, at which time some gas wells began to
produce a small volume of gas.

Now, in July of 1953 you will sgee a vertical line
extending, and I believe that 1lipe 1is labelled on your
graph as "fisld Tiles granted,”" 360,000 cuble feet per
day per gas well. At that time you will notice that as

the gag---
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Q Excuse me, My, Rushing. At this point I think
it would be proper for the Commission to take notice of
the fact that the file in this cause shows an order
entered, I believe, effective August 1, 1955 that permitted
the 300,000 cubié feet of gas per day from the gas wells.

A As this gas production was permitted you will
notice that the field gas~oil vatio began to immédiately
climb. Now, let's move down to the lower curve and you
will find there portrayed the gas~oll ratio performance
of those wells which are considéred oil wells in the oil
zone of the reservoir.

You will notice that they have increased from
again at initial conditions in the order of 1,000 cubic
feet per barrel until at the preseant time the producing
gas-0il ratlo is in the order of 2,300 to 2,500 cubic feet
per barrel from the ¢il zone.

Now, here in this type of reservoir or in any
gas expansion reservolr, gase-oll ratio is a measure of

efficiency with which you produce a stock tank barrel of

oil. Now, this exhibit shows that by virtue of the spread
between these two curves the 611 production has occurred
from the oil zone at a relatively low ratio; but, by

virtue of having gas well production assoclated with oil
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well production we have producéd quantities of gas which
made the field gas-oil ratio appear aé it is on here.

Now, the spread here in my opinion ifs a measure
of the. loss of energy, if you will permit that term, which
has been brought about by gas well produztion which has not
permitted oll producticn.

Q And that's gas well production under the existing
rules of the Commission, is that correct?
A. That ig correct.

COMM. BRETSCENEIDER: You want to make a point
of that, don't you?

MR, WESTFELDT: 1 just like to have the revcord
be as clear as poesible, Mr, Bretschneider.

At thig time I would like the Commission to
admit in evidence Lion's Exhibit No. &.

COMM. BRETSCHNEIDER: It is admitted.

(Lion 01l Company Exhibit No. 4 was received in
evidence.)
| Q Mr. Rushing, do you have in front of you the
exhibit marked Exhiblc 52

A Yes, sir.
Q And will you please state what that exhibit shows¢

A Exhibit 5 is a tabular presentation of the
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performance of the reservoir that you have seen ezhibited
on these two graphs which we have just discussed.

The exhibit is entitled, "The Little Beaver "J"

Sand Production Statistics,"” and reading the columms across

from left to right you will see that we have time set out
again, years by months.

The next title is entitled, "Producing Wells."
Now, that's the field total producing wélls which Were.
produced during any one month.

The oil production rate is the next column and
it is the monthly production from the pool. The cumlative
oll production is the next column. The fleld gas pro-
duction follows that, and finally the cumulative field gas
production.

Now, you will notice that on this exhibit there

are no figures for the years 1953 and a portion of 1954

doun to October L. During that time gas production was not

recorded nor reported in such a manper that we could make
an accurate presentation by months, so it became necessary
from an engineering standpoint to establish the amount of
production that had occurred in order to have a point of
beginning, so using pressure performance and the volumes

of the reservoir, the oil and gas zones, and engineering
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calculations, we determined that in order for the pressure
to exist which existed at that time there had to have been
produced from the pool an estimated 1,540,000 MCF of zas.
Now, that in our opinion is the best estimate that we could
make of the gas productiom at that time.

Now, going to the next page you will see as of
July 1 that the field has produced a total of 1,625,000
barrels of oil, and over on the right our estimated cumila-
tive field gas production is 3,940,960 MCF.

MR. WESTFELDT: If the Commission please, I would like
to ask that Lion's Exhibit No. 5 now be admitted into
evidence.

COMM. BRETSCHNEIDER: Yes, that is satisfactory.

(Lion 0il Company Exhibit No. 5 was received in
evidence.)

Q Mr. Rushing, do you have a copy of Lion's Exhibit
No. 67

A Yes, sir.

Q Will you please state what that is and explain it
to the Commission?

A Exhibit No. 6 is entitled, "The Little Beaver "J"
Sand 01l Lease Recovery Status,"” as of July 1, 1957.

Beginning over at the left you will see columms going from
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left to right.

Column No. 1 indicates the operator in the
lease; No. 2 the number of wells, No. 3 the acre feet of
net prbductive 0il sand which is beneath that lease, No. 4
the original oil in place in barrels per acre foot.

The next column is the original oil in place
beneath that lease. The column after that is the oil
produced to July 1, 1957. The next column is the percent
of the origingl oil in place under oil leases.

Néw, that's under those leases which have pro-
ducing oil welle only.

Q Perhaps you can refer back to Exhibit No. 1 and
point out the three leases that you are talking about.

A Yes, sir, I will., The Lion~Flessner lease is
the‘first leage that you see portrayed here, and it's imn
the south half of Section 19 and in the northeast quarter
of Section 30, Township 1 South, Range 56 West.

The next lease there is the Col-Tex-Hogsett lease
which is in the scuthwest quarter of Section 30, Township
1 South, Range 56 West; and the third lease is the Tomberlin-
Hogsett lease, which is located in the northwest quarter of
Section 30, Township 1 Scuth, Range 56 West.

Now, back to the columms again; the third columm
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from the right is labeled, "Percent Recovery of Lease
Original 0il in Place."l The numbers set out theré indi-
cates as of Julﬁ 1, 1957 the percent recovered of the
oll in place initiglly under that lease.

The next column is the pevrcent of the cumula-
tive oil produced by each of these leases, and the next
column is the percent of the fourth quarter allowable.

Q With respect to the column, the second one from
the right, percent of cummlative oil production, when you
are talking about cumulative oil production is that from
the field or the oil in place under these three leases?

A  Sir, that is the cumulative oill production
from these three leases.

Q From the original oil in place under these three
leases?

A The original oll in place, yes, sir.

Q  All right.

A Now, let's take the Lion-Flessner lease. You will
gee that it has eight wells. It has 2893 acre feet of oil
sand, net productive oil sand beneath the lease. The
original oil in place 1s estimated to be approximately
2,690,000 barrels.

The lease has produced to date 727,000 barrels,
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which is forty-eight perceat of the original oil in place
under that lease. The recovery--1 beg your pardon; that
columm labeled "Percent of Original 01l in Place under 0il
Leases," that 1s forty-eight percent.

Q That is the figure? |

A There is forty-eight percent under that lease of
the total oil in place beneath the three leases.

Q Is that figure reached by a fraction of which the
numerator is 2,690,000 with a demoninator of 5,620,000, is
that correct?

A That is.correcto

Q And so that the oll in place under the Lion-
Flessner lease with respect to the oil in place under
these three cil leases was forty-eight percent?

A That's correct.

Q All right; will you proceed?

A Now, the percent recovery of the lease original
oil in place is twenty-seven percent as of July 1, 1957.
Now, that figure is obtained by dividing 727,000 barrels by
2,690,000 bhaxrrels.

Q And what that means is that Lion has recovered
twenty-seven percent of the original oil in place under its

leage, is that correct?
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A That is correct. Now, the next column shows
tha£ of the cumulative oil production from these three
leases Lion has produced approximately forty-five percent,
and finally Lion's percent of the foﬁrth quarter allowable
is 46.3 percent.

Q Is the fourth quarter allowable the allowable
estimated in the fourth quarter of this year under the
existing rules?

A That is correct, using the most recent test
obtained in the third quarter.

Now, let's take the Col-Tex-Hogsett lease,
which I point out again is located in the southwest quarter
of Section 30, Township 1 South, Range 36 West. That lease
has three wells on it which are o0il wells. Beneath that
lease are 1511 net gcre feet of oil sand.

The lease contained originally 1,405,000 barrels
of original oil in place. It has produced only 216,500
barrels. It has twenty-five percent of the original oil in
place under oil lecases.

It has recovered oﬁly 15.3 percent of the lease
original oil in place, and thus far it has produced only
13.4 percent of the cumulative oil production from the oil

producing leases, end under the existing rules in the
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fourth quarter it would receive only 9.3 percent of the
fourth quarter allowable.

Now, finally the Tomberlin-Hogsett lease, which

is located in the northwest quarter of Section 30, Township

1 South, Range 56 West, has three wells on it which are
classified as oil wells.

The lease there gre 1642 acre feet of oil sand,
and it contained originally 1,525,000 barrels of original
ail. It haslproduced to date 668,000 barrels, and that
1is twenty-seven percent of the original oil in place~-1
beg your pardon,

Q How was that?

A 1 beg your pardon, I am crossed up again. Of
the total oil in place beneath the three producing oil
leases, 1,525,000 beneath the Tomberlin lease is twenty-
seven percent.

Now, to date the lease has recovered of the
lease original oil in place 43.8 percent. Of the cumula-
tive production from the three oil producing leases it has
recovered 41.4 percent.

Now, under the existing rules it will receilve
during the fourth quarter an allowable which is 44.4 per-

cent of the allowable granted to the three oil producing
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leases.

Q This is notwithsténding the fact that that
lease only had twenty-seven percent of the orlginal oil
in place under these three leases, 1s that correct?

A  That's correct.

Q Now, what conclusions do you draw, Mr. Rushing,
from the information shown on this exhibit?

A Sir, the conclusion to be drawn from this
exhibit is fhat the field ruleé now in effect permit some
of the operators to obtain a disproportionate share of the
oil production from the oil leases.

You can see by this graph that Tomberlin-Hogsett
lease with only twenty=-seven percent of the oil in place
beneath the three oil producing leases is allowed to pro-
duce forty to fifty percent of the pools daily oil produc-
tion, and history indicates that this has been the case
since the feurth quarter of 1955.

To date this table shows that this lease has
recovered 41.4 percent of the cumilative oil production
which has been produced fram those leaéesf

Q In view of this situation, Mr. Rushing, in your
oﬁinidn do the preseng.field rules of the Commission

adequately protect the correlative rights of the owners of
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these three leases?

A No, sir, it does not. I do not believe that it
offers adequate protection of corfelative rights for both
the owners of mineral and working interests.

Q 1s there anything further thaﬁ‘you would like
to say about this exhibit, Mr. Rushing?

A N, sdr,

MR. WESTFELDT: I would like to ask that this
exhibit also be admitééd in evidence.

COMM. BRETSCHNEIDER: All right.

MR. WESTFELDT: 1It's Exhibit No. 6.

coMM. BRETSCHNEIDER: It is admitted.

(Lion 0il Company Exhibit No. 6 was recelved in
Evidence.)

Q (By Mr. Westfeldt) Now, it is correct, isn't
it, Mr. Rushing, that Lion has made many studies of this
reservolr?

A Yes, sir, we have made numeroue studies.

Q And you are cohtinuing to make studies and observe
it?

A Yes, sir; you must of necessity continually
observe and study this type of a reservoir.

Q Now, based on these studies do you have an
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estimate as to what the ultimate recovery from this
resexrvoir will be under existing field rules?

A Yes, sir.

Q Will you please give that information to the
Commiasioné

A Our engineering studles have indicated that if
the present rules continue in force and effect that the
operators will recover from the reservoir approximately
thirty-five percent of the original oil in place, or an
ultimate from beginning of about 2.1 million barrels of
oil.

Now, that's 2.1 million out of a total of

6,075,000 original barrels in place.

¢ If these present ;ules remain in effect in your B
opinion will correlative rights of the different lease
owners be protected?

A No, sir; I believe that disproportionate rates of
production could continue and actually get worse. If you
will again refer to the exhibit, I believe it is No. 6,

which is the oil lease recovery status, looking at Col-Tex~

" Hogsett lease, you will se¢ that while they have twenty-

five percent of the original oll in place beneath their

lease, they have been allowed to produce only 15.3 percent
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of the lease original oil in place. s

They have obtained thus far only 13.4 percent
of the cumilative oil production from the three leases,
and these rules grant them only 9.3 percent of the
fourth quarter allowable.

Q Referring back, Mr. Rushing, to Lion's Exhibit
No. 2 which showed the gas-oil comtact under the present
rules, is it likely that the gas-oil cont#ét as shown on
the Col-Tex lease will move in a northerly direction under
the present rules?

A Yes, sir; it very likely will continue to move
in a northerly divection displacing oil in advance of its
movenent.

Q Which will in effect make the Col~Tex oil
recovery even smaller, is that right?

A That's correct; it will render that oil which is
swept in advance of the encroaching gas irrecoverable to
the Col-Tex lease.

Q In view of this situation, Mr. Rushing, is it
your opinion that waste will result under the existing
field rules?

A Very definitely, yes, sir. The production of

gas energy which is permitted under these rules will be
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dissipated before it can do the necessary work c¢f pro-
ducing oil.

When you produce gas without producing oil im
association with it, then you have wasted energy. The
present rules permit at this time the withdrawl from the
pool of about 16.5 barrels of reservoir space per barrel
of stock tank oil. That is, in my opinion, a considerable
waste of energy. I would like to point out that if we
fail to make use of the recovery potential of the gas
energy which is in this reservoir we are very definitely
causing waste, because this recovery potential, once it
is wasted cannot be regained outside of pressure mainten-
ance.

Q In effect you have a pressure maintenance
system now, don’t you?

A Yes, sir, built in within this pool, we will say,
this huge gas cap which in effect constitutes a large
source of pressure maintenance material.

Now, it is impossible to achieve such energy
without--if it is wasted it is impossible to regain it
without expensive pressure maintenance expense by institu-
ting pressure maintenance facilities.

Q Now, Mr. Rushing, does Lion have any gas wells
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in the fleld?

A Yes, sir; we have one gas well located in the
northwest northwest of the northeast of Section 30,
Township 1 South. That well is labeled on your exhibit
Fiessner No. 1i.

We actuélly have two high gas-oll ratioc wells
which have been checked-in except for intermitent testiﬁg
occasionally to maintain efficilent operatioﬁ of the

reservoir and preserve the reservoir in its highest state

of efficiency upon being unitized.

In so doing Lion has suffered a loss of income
and has actually saérificed a portion of its competitive
position. How,rwe feel that the maximum efficiency, the
most benefit for all, can be obtained through unitization,
and if unitization is not accomplished then our efforts to
maintain reservoir efficiency by keeping these wells shut-
in will have been in vain, our losses will have been
rendered irrecoverable, and therefore waste will have
occurred.

Q And south of these high gas-oil ratios of Lion
that you haye mentioned there is more Lion acreage in the
gésmaréﬁ, is that correct?

A That is correct.

KEITH WATSON
Federal Court Reporter
Denver, Colorado




hllll"lyujﬂlylﬂll .

Q And that acreage does not have producing gas
wells located upon it, is that right?

A | That is correct; as 1 said before, we have
chosen to let the gas act to dissipate the oll.

Q And Lion and the other oil operators have
gotten whatever benefit results from this pressﬁxe main-
tenance, is that correct?

A That is correct.

Q But not of developing the gas areal Based on
your studies, Mr. Rushing, éan you tell the Commission
what benefits would be obtained from unitized operations?

A Yes, sir; our calculations indicaté that'with
unitized operation we can expect to bring about am
estimated ultimate recovery of fifty-two percent of the
original oil in place, ox an ultimate recovery of 3,160,000
barrels of stock tank oil.

Now, this is an increase of 1,050,000 barrels
over and above that offered by continued operétion ﬁnder
the existing rules.

Q That f£ifty-two percent figure that you mentioned
is compared with your gstimate of thirty-five percent under
existing field rules, is that right?

A That's correct. Now, further unitization we feel
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will allow the fullest measure of protection for
correlative rights, and by virtue of selective production
and unitized control of the reservoir it will reduce
waste to a minimum,

Now, 1f you will remember I mentioned while ago
that the current rules permit a withdrawl of sixteen barrels
of reservoir space per barrel of stock tamnk oil.

Now, with unitization making efficient use of the
energy fhat is available we can produce a stock tank barrel
of 0il and its assoclated gas and create in the reserveir
only eight barrels of equivalent space.

Q Wbuldlyou explain what you mean by 'reservoir
space”?

A Yes, sir; in the production of a stock tamk barrel
of 0il in a gas expansion reservoir you have gas which is
associated with that production. Now, that gas, as 1
said before, is in two forms: dissolved and free gas.

Now, the number that I have shown here, elther
elght or sixteen, is the barrels of space occupied in the
reservoir by one stock tank barrel of oil and its associateé
gas production.

Q But that will be reduced substantially if

unitized?
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A From an estimated sixteen under the current
rules to eight under unitization. Thig represents, of
course, the maximum efficiency that we think we could
obtain, |

Q  Mr. Rushing, Mx. Freeman ?as asked me to inéu

of you if you can give ug any estimate at this time

based on your information as to vhat quantity of oil hag

fo

already baen lost. Do you have any estimate of that?

Have you made any calculations on it?

A No, sir, I haven't made any calculations which

indicate that which has already been lost.

Q But, you can 8ay to the extent that gas has

been produced from the gas cap that reservolr energy has

been dissipated, is that right?

a Very definitely. I wouldn's hesitate to say
that had we been able to unitize the reservoir close to
initiate conditions that we would have g number which
would be significantly better than fifty-two percent ag
forecast for the entire operation.

Q Would you g0 ahead, Mr. Rushing, and tell us
any further advantages that you think would resyle from

unitization?

Lre

A Yes, sir. Another advantgggzggzggiﬂiﬁatiaaFfﬁafﬂ
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we think will come about, we believe it very strongly,
is that with & unitized operation we will be able to per-
mit--be able to produce daily about 1,050 barrels of oil
as compared to between 650 and 700 at the present time.

This 1,050 is from the entire oil pool and it
will be brought about by producing only the oil wells and
allowing the gas cap gas to expand through the oil zone
displacing oil along with it.

Further, we feel that unitized operation 1s the
only method by which we might be able to apply a more
efficient recovery process. As most of you probably
know or are aware of at the time, that the industry is
glving very active consideration, research and actual
field testing of several new processes which could yield
recoveries that would approach ninety percent of the
original oil in place. I am speaking with referemce to
those drives which are called missile drives or solvent
drives;

Now, in this reservoir we have a condition which
we think will lend itself to that typeof an operation. The

reservoir has a huge gas cap, which, of course, could fur-

_ nish a gas supply to carry forth the solvent into the oil

zone, and at the same time it is an energy level which will
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act to displace that production from the reservoir.

Now, those things are under active consideration.
There are several large-scale field tests under way right
now, and here again we feel that in order to do this we
must maintain the reservoir at a state of efficlency and
in such a condition that thes; processes could possibly be
most efficiently applied.

Q That is, prior to unitization you want the field
rules to permit the most efficient recovery, is that
correct?

A That is correct.

Q Well, in the absence of unitization and priof to
unitization will you tell the Commission what you propose?

A Yes, sir. In the absence of unitization we feel
that the reservoir must be operated at its maximum
efficiency to yleld a recovery whichAwe feel 1s closest to
that offered by unitization, or else waste and inadequate
protecfion of correlative rights, we feel, will occur.

Further, if the reservolr is to be unitized at
gome later date than the rules in which we operate the
reservoir between now and then, we must preserve the
reservoir and not bring about damage and must preserve the

reservolr in a high state of efficiency such as that the
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possibility of damage or waste to the reservolr is removed
or minimized.

Q Do you mean you want to use the gas energy as
efficiently as possible, is that correct?

A Yes, sir, from an engineering standpoint we would
like to shut-in the gas wells.

Q Buﬁ you are not proposing that here?

A No, sir; we realize that we can’'t do that. We
have made some provision for the owners of gas wells,

Q Because of their lease ownerships and correla-
tive rights? |

A That's right, because of the fact that they
have wells and lease ownership.

Q Well, specifically can you tell the Commission
what you propose in the way of field rules?

A Yes, sir. Specifically we propose that a
maximum efficient rate of production from the pool of
700 barrels per day---

Q Is that oil, 700 barrels per day?

A That's 700 barrels of oil per day--at this time
be allocated among the owners of oil wells giving equal
weight to the productive #cre feet of oil sand beneath the

lease, and the percent of wells on the lease which are
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clagsified as oil wells.

Now, here we would leave the classification of
the wells as it is under the existing rule.

Q And you have alréady described that?

A Yes, sir; that is, 30,000 cubic feet per barrel
above which it would be a gas well, belﬁw which it would
be &n oil well, and we would maintain the existing oil
well gas limit of 125,000 cubic feet per day per well.

MR. WESTFELDT: The Commission might take nctice
that that's what its present order provides, 125,000 cubic
feet of gas, as per 125 barrels of oil.

Q And what do you propose with respect to the gas
wells?

A We propose that the fleld gas wells be permitted
to produce daily an amount of gas which is equivalent to
the veservolr withdrawals created by the oil and gas pro-
duction from those wells which are classified as oil wells.

Q Mr. Rushing, have you prepared some proposed
field rules?

A Yes, sir.

Q Do you have in front of you the document marked
Exhibit 77

A Yes, sir,
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Q Is that your proposed field rules?

A That is correct.

MR. WESTFELDT: If the Comumission please, 1
don't think the proposed field rules are normally con-
sidered factual evidence as the other exhibits that we
have identified; but, I would like the record to show
that the document that is marked Exhibit 7 and which has
been identified by Mr. Rushing are the field rules pro-
posed by Lion, and I would like at this time to ask Mr.
Rushing to go down these field rules one by one gnd
summarize them and explainthem to the Commission.

A Our Rule No. 1 is’entitled, "Well Classificatiom,”
and this sets out the classifying gas-oil ratio that we
have discussed previousiy of 30,000 standard cublic feet per
barrel of oil.

Rule No. 2 here is the permitted daily gas
volume for oil wells, and it sayé essentially that each
well that ie classified as an oil well in accordance with
Rule No. 1 shall be permitted to produce daily a volume of
gas not to exceed 125,000 staﬁﬁard cubic feet.

Q And that's regardless of the volume of oil pro-~
duced, is that correct? |

A That is correct.
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l‘ Q That's a gas limit?

'—-_—.——#-—s-hL———__—:_—_-—_._—u___—‘_-—-——________‘

A Yes.

Q And Rule 1 and Rule 2 are already embodied in
the existing rules, is that righté

A That is correct.

Q All right; will you go on to Rule 37

A Now, in our Rule 3 we mske provisions for the
Commission at its own request or on request of the oper-
ators to conduct a hearing in order to hear evidence con-
cerning and to determine the maximum efficient daily oil
and ges production rates. |

The rule also provides that the operators will
furnish to the Commission such data and information that
they might need to determine those rates.
Now, our Rule 4 on page 2 sets out that the

maximum efficient rate of oil production from the "J"
sand pool of the Little Beaver field shall not exceed
during any one month a daily average of 700 stock tank
barrels, unlese and until otherwise ordered by the Commis- |
sion. L

Q And that's for the entire reservoir? |

A That is from the entire reservoir. Now, Rule 5

sets out the fact that the Commission shall determine the
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maximmm permissible gas production from gas wells by
permitting those wells classified as gas wells to pro-
duce daily an amount of gas eéuivalent to the reservoir
withdrawals created by those wells classified as oil
wells.

Now, in our Rule 6 we set out the allocation
formila. Now, the rule says that the maximum efficient
daily oil rate for the "J" sand poolrof the Little Beaver
field shall be allocated on a lease basls as to producing
leases with wells thereon classified as oil wells by
application of the formula hereinafter set foftﬁ.

Q At this point, Mr. Rushing, you are referring
here to an allocation of that 700 barrels of olil MER
among the three oil producing leases, is that correct?

A That is correct.

Q And you are not recommending am allocation on
a8 per well basis?

A No, sir.

Q All right; will you go ahead with your formila
and explain the allocation?

A Now, the daily rate which is to be allocated to
the lease is determined by multiplying the field maximum

efficlent rate of oil production by a factor which is

I
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determined by multiplying f£ifty percent times the fraction
that lease has of the pool--of the productive acre feet
found beneath the oil producing leases, plus fifty percent
of the factor obtained by dividing the lease oil wells by
the total of the pool oil wells.

Q So that ﬁhose fractions within the brackets on
your proposed field rules in the first instance show the
net productive acre feet of oll sand beneath a lease that
has oil wells on it over the net productive feet of oil
sand beneath all of the oil leases?

A That's correct.

Q And the second fraction islthe number of wells
on the lease, number of oil wells on the lease, over the
total number of oil wells in the pool?

A That's right, sir.

Q That gives equal welght to acre‘feet of oil sand
and wells, is that correct?

A  Right. Now, each of those factors is defined
there. Now, further in the rule we say that no lease shall
be permitted to produce daily in excess of the amount

allocated by use of the above formula, and at the same time

we say that in no case shall an o0il well be permitted to

produce daily an amount of gas in excess of 125 MCF per well

r
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Although the formula allocates as to leases
there is still an item in the rules for Qell control, and
the rule considers well efficiency by virtue of limiting
the gas from an oil well to 125 MCF.

Q Now, will you proceed with your discussion of
the gas allowable? |

A In determining the allowable to be produced
from those wells classified as gas wells, the pool gas well
gas éllowable is to be determined by a formula which con-
siders the oll and its solution gas plus the free gas
produced in association with that oil, the sum of which
are comverted to equivalent barrels of reservoir space.

Then you také-that, the barrels of reservoir
space occupled by the fluids produced and convert that to
equivalent MCF of gas.

Now, the factors that enter that are set out
there, the formation fluid characteristics which are to
apply, are available in the fluid analyses which have been
presented.

Q I won't bother you with any more detail on that.
If Mr. Jersin wants to ask you any questions about it, I
will leave that up to him.

MR. JERSIN: You go right ahead.
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THE WITNESS: Now, on the next page you will see
that we have set out there the description of the leases

which are classified as oil producing leases, or which

- have on them wells classified as oil producing wells, and

the acre feet of net productive oil sand beneath each of
thoéé leases.

The Lion Flessner lease is set out there as
2893; Tomberlin-Hogsett has 1642, and the Col-Tex-Hogsett
has 1511 for a total net acre feet of oil sand beneath
the oil producing leases of 6,046,

Q Now, those are the figures that were shown on
the Exhibit 6 which has already been admitted in
avidence?

A That's correct.

Q Will you proceed?

A Now, in Rule 7 the allocation formula for dis-
tributing that pool gas rate is set out. Here you take
the pool'gas allowable, gas well gaé allowable, and
divide that simply by the number of wells in the pool
which are classified as gas wells.

Q Well, will you explain Rﬁles 8 and 9 now?

A Now, in Rule 8 we make provisions for the

operators to furnish to the Commission the gas-oil ratlo
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on test on each producing well seml-annually, and we have

set out here that the testing period shall be in the second

and fourth quarters of each year beginning with the months

of January and July. The details of this are similar to

rules which are already existing as far as testing proced-

ures.

Now, Rule 9, we make a provision for that which

is necessary in the formula concerning reservoir pressure.

Now, 1 mentioned tf

which are a functig

hat you have to uge fluid characterilstics

sn of reservoir pressure. Here we have

set out that reservoir pressure shall be obtained semi-

armually during the first fifteen days of Jamuary and July

of each year. We make provisions for selecting key wells

to be selected by the operators and approved by the

Commission. And that, sir, are the essentlals.

Q Mr. Rushing, I note that on the last page of

this Exhibit 7 it s suggested that the rules become

effective October (1, 1957; is that your proposal also?

A Yes, sin.

Q Mr. Rushing, after going through these rules 1

would like you to |state to the Commission what in your

opinion are the advantages that these rules offer over the

existing rules?
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A Well, advantage number one, they provide for
the protection, we think, of correlative rights by virtue
of allocating the production of oil more nearly in
proportion to the ownership of the oil zome.

Advantage number two would be that they
minimize waste by making more efficient use of the expand-
ing and the gas cap gas.

Under this.proposed rule we would produce--if
you reﬁember 1 mentionéd thgt undeyr the current rules at
the present time we produce sixteen barrels of regervoir
space per barrel of stock tank oil. Under unitization
we could obtain production with,approxima;ely eight barrels
of space created.

Under these rules we can obtain a barrel of
production with only twelve barrels of reservoir space
created. Now, by making the oil and gas zone withdrawals
equal the possibilities of the oll zone expanding into
the gas cap are minimized, and this condition could be
conducive to extreme waste, both surface and underground,
and further---

Q 1t gives the gas well owners also produétion of
equivalent reservoir space?

A Yes, sir.

KEITH WATSON
Federal Court Reporter
Denver, Colorado




59

Q ‘To the oil zone prodﬁcers?

A Yes, sir. Now, the rules allow for the pro-
duction ultimately of approximately forty-two percent of
the original oil in place.

Q And that is compared with thirty-five percent
under existing field rules? !

A That's correct, or an ﬁltimate recovery of
2,550,000 barrels. Under these proposed rules then there
would remain for the operators to recover 923,000 barrels
of oil.

Q Mr. Rusghing, will you state to the Coﬁmissiou the
reason that you have chosen 700 barreis of oil a day as =
pool MER?

A Yes, sir; the rate of 700 barrels of oil per day
was chosen as the pool MER for several reasons: number one
is that within the body of the oil zone itself we are
currently producing approximately 700 barrels with no
apparent extensive damage to the body of the oil zone itself.

Now, the second reason wis that it is at the rate
at which under competitive conditions we can favorably
market the oil production, and third it is the rate at
which the gas plant will be efficiently loaded,

The 700 is also the rate at which we feel 135 a

-
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maximmm at which the reservoir could be operated outside
of unitization, which would minimize waste; protect
correlative rights, and achieve, we think, the closest
possible ultimate recovery to that obtainable by unitiza-
tion.

At the same time we feel that operation of the
reservoir beginning with an MER at this time of 700 will
tend to preserve the reservoir and the possibilities for
achieving the maximum ultimate recovery.

Any MER, we think, in excess of 700 barrels would
not accomplish the protectioﬁ of correlative rights, nor
would it permit the prevention of waste, because it would t
allocate some of the owners again a disproportionate share
of the pool oil production.

Q And that 700 MER that you propose is alse subject
to the provisions providing a gas limit om oil wells, is
that right?

A That's correct.

Q Mr. Rushing, have you made a calculation of what
you believe the allocated production would be initially
under these rules?

A Yes, sir.

Q Would you tell the Commission what those are?
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A The application of the proposed allocation
formila would yield for the--if you applied them at the
present time--they would yield for the fourth éuarter
for the Lion 0il Company Flessner lease 302 barrels of
oil per day.

Q And how many oil wells are there on that lease?

A There arec eight oil wells, sir.

Q And you have already testified as to the net
acre feet of oll sand?

A Yes, sir; there are 2893 acre feet of oil sand
beneath that lease. Now, the allocation factor on the Lion
Flessner lease will be applied, but the individual well gas
limit when applied would reduce the amﬁunt allocated to
302 barrels, because we have some wells which must have
the gas limit applied to them.

wa, looking at Col-Tex-Hogsett with 1511 oil
zone acre feet, three producing wells, they would be
allocated 23.2 percent of the pool MER, but like the Lion
Flessner lease the gas limit would be gpplied and they
could only producé sixty~one barrels of oil per day with
their gas limit of 375 MCF per day for the lease.

Tomberlin's Hogsett lease with 1642 acre feet

would be allocated 24.3 percent of the pool MER, and
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because of the fact that the gas 1imit would not apply
he could produce the full allocation of 170 barrels with
an assoclated gas production in the order of 155 MCF.

Q There is one other thing I would 1lke to ask
you about, Mr, Rushing:' have you made any calculation of
the developed net acre feet of gas sand under the gas wells?

A Yes, sir; if you will give me a moment I will
get that data (looking through documents). I don't have
it in exhibit form, but I have a calculation here in front
of me.

The gas leases which consist in the southwest
portion of the field of the Col-Tex~Hough lease, the
Huntsinger-Walker-Osborne lease, the Denver Basin-Hogsett
lease, Forest-Hough lease, and Triangle J-Hartmamn lease,
comprise a total of 7040 gas zone acre feet, which is
approximately one~third of the pool gas zone acre feet.

Q What is the ratio of the gas zone acre feet to
the oil zone acre feet?

A The ratio of the developed gas zone acre feet
attributable to gas wells to the oil zone acre feet is the w
ratio of 7040 to 6046, which is 1.1.

Q Is there anything further that you would like to

add to your testimony, Mr. Rushing?
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A Not at this time, sir.
MR. WESTFELDT: I have no further éuestions of
this witness.
COMM. BRETSCHNEIDER: Art, do you have any
éuestions?
BY MR. JERSIN:
Mr. Rushing, on your Exhibit No. l---
That is the field plat?

---yes, with your definition of the field limits?

O » O

ies.

Q Will you discuss the line of productive limits
that you drew on that exhibit as to the limiting permeabil-~
ity or water encounter, or what it might have been? |

A S8ir, I am going to say "geology" which has been
prepared here and the field productive limits were deter-
mined by a group of geologists and engineers, and there have
been studies made by each coﬁpany's geologist, of course,
so as to the minute details of determining that outline, I
couldn't give you too much data except that in the north-
west portion of the field there is a water-~oil contact which
exists, and if you will wait just 2 mimute I will give you
the approximate level of that.

The water-o0il contact, the data I have here
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indicates it was found at 753 feet above sea level.

Q This group of engineers or geologists that you
mention, were all of the operators in the Little Beaver
field represented by some type of technical man?

A I believe they were, sir. It was & joint
geuiogical and engineering committee which met on several
occasions to prepare data for engineering studies of the
reservoir.

Q In other words, his study was done in the first
go round on unitization back in 1956 that was discussed by
Mr. Maxwell in the other portion of this hearing?

A Sir, I can't testify as to the exact date of
origin of the field limits which exist here.

MR, JERSIN: Well, is that correct, this field
limit line was established in 19567

MR. MAXWELL: Is that correct? WMr, Gish was in
on that.

MR, GISH: Art, if I may be permitted to make a
statement: in the various meetings it is a fair statement
that all working interest owners and all operators were
represented with the possible exception of the Huntsinger
forty acre lease.

CoMM. BRETSCHNEIDER: So then generally you say
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this line was acceptable, the outline was acceptable?
MR. GISH: I would correct it in one little

place, but it is minor.

MR. MUNN: Sir, may I ask if Mr. Tomberlin's
Hogsett lease was represented at the time that the field
limits were determined? I would like to explain that I
have only been with Mr, Tomberlin since May, and I am not
in the least way familiar with the detalls of engineering
which has occurred in the attempt to unitize the field;
but, it is obvious that on the map that is.presgnted at
this hearing that there may be some question as to coatrol
of a gas cap.

1, therefore, would like to know for sure that -
Mr. Tomberlin's group was represented at the time that
these field boundaries were established, and if they acceptw
ed and approved the boundaries.

MR, WESTFELDT: Maybe Mr. Gish can answer that.

MR. GISH: I would say that they weren't
represented in all meetings, but they had very comprehen-
sive knowledge of what was going on, and at the meetings
they were in they saw the maps and knew what was finally
accepted.

MR. MUNN: Who was present, sir, from .
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Mr. Tomberlin's group?

MR. GISH: Mr. Mayfield was present congiderably.

MR. MUNN: I say in Mr. Tomberlin's behalf, sir?

‘MR. GISH: I don't know just what you would call
"his group" but the working interest in the Tomberlin
lease, there were representatives off énd on of the Ward's
and of the Fraser's and of the Mayfield interest, and Mr.
Tomberlin was present occasionally.

* MR, MAXWELL: I can add 2 little bit to that,
Wesley, if I may. I have the minutes of a meeting here,
and here is a meeting on July 14, 1955 at which Mr. Tomber-
lin himself was present, and the minutes say that Bruce
Roll, who was Lion's representative, 1 guess, at that
meeting, reported that the geological committee's revision
of the maps as far as the interpretation of the location of
the isopach lines 1s concerned in the undeveioped area in
question, mainly along the south half of Section 30, was a
result of a compromise between Dr. Long's oil isopach map
and the committee's f£irst map, and that's the end of the
quote in the minutes.
| That's the only reference I find. These are

the operator committee meeting minutes made, but that was

the map that all the werk was based on, and it is my
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impression that that is this map or these outlines are
determined from the map.
BY MR. JERSIN:

Q On your Exhibit 2, Mr. Rushing, the colors that
you have iandicating the oil, the o0il and gas, and the gas
zones, that represents initial conditions in the reservoir?

A Yes, sir, that is our interpretation of the
initial condition.

| Q Do you have an interpretation of what these lines
may be now as to your oil and gas contact 1ines?

A No, sir, I do not, because essentially that would
have to be constructed from gas-olil ratio performance, and
somewhere in there you would have to draw the line as to
what is essentially gas and what is essentlally oil. No,
in answer to your question, I do not have a schematic.

Q You don’t have an interpretation of what the
movement of the gas cap might have been since the original?

A No, sir, not in the form of an exhibit.

Q Mr. Rushing, could you get your calculatiom in
shape to submit a copy to the Commission?

A Yes.

MR. JERSIN: We will appreciate that.

MR. WESTFELDT; The calculations of what, Mr. Jersin?
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MR. JERSIN: Bis calculations for the éstimates
he has given today, the acre feet, and so omn.

THE WITNESS: We will attach to that a copy of the
fluid aﬁalysis which is needed, too.

MR. JERSIN: All right, fine, thank you.
BY MR. WESTFELDT:

Q Mr. Rushing, in giving your calculations I
believe that you gave some calculations on allocation of
oil production?

A Yes, sir.

Q Did you give your calculations of what the gas
well allowable would be initially under the formula pro-
posed in your rules?

A No, sir, I didn't.

Q What do your calculations show?

A Application of the formula which is presented in
the proposed rules at the present time yield for the poocl
gas wells a daily allowable, in summation, of 1,050,000
standard cubic feet per day.

Now, 1f you will recall the formula allocated
that to the producing gas wells on the basis of wells.
Now, if you will look at that map you will see one reason

why we came to the conclusion of allocating on that basis.
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Take, for instance, the Col-Tex-Hough lease,
the Runtsinger-Walker-Osborne lease, and see that those
wells have very little productive area, and my formula
which considered productive acre feet would of necessity
penalize those wells very severly; so we had to do some-
thing that was reasonable, and we feel that the allocation
on the basis of wells here presents a reasonable allowable
to those wells. Since they have drilled the well they
rgceived daily then 150 MCF per day per well.

MR. JERSIN: And that's the explanation of why
you used fifty percent on wells for your formula on the -
oil also, I imagine?

THE WITNESS: Yes, sir.

MR. JERSIN: Mr. Bretschnelder, I believe with
the witness submitting his calculations we will be able
to examine all of the assumptions made; I have no more
questions.

BY COMM. HOUSTON:

Q Do you have the available information about the
secondary recovery, or is it in effect now? Do you propose
to use secondary recovery in it?

A No, sir; like we said, we have a gas zone here

which has a tremendous energy source in it. It 1s within
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its ability--under unitization it is within its ability

in pressure maintenance unit, becsuse that gas cap con-

tained originally about fifteen or sixteen billion cubic
feet of gas which can be used to expand through the oil

zone and effectively sweep it.

Now, 1if you would term these more efficient
processes that we would consider and that are being
considered by the industry, i1f you would term those
secondary recovery-—F

Q Do you propose to leave thesé.gas wells capped
in for maintenance pressure?

A Yes, sir, and take from the reservoir initially
approximately 1,050 barrels of oil per day, and about
three miliion cubic feet of gas.

Q What about the lease owners and royalty owners
that are involved in these gas wells, what do they think
of that?

A Sir, what I am talking about would be under
unitization, and they would be a partner to unitization,

Q Of these gas wells?

A Yes, sir; the gas zone 1s considered in the
unitization participation formula.

Q On your wells there that you have producing, you
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are pumping them, I presume, or are they flowing?

A Sir, I can't testify to the exact mumber of
pumping wells, but I believe that there are about four
pumping wells.

Q That's the Lion's wells?

A No, sir, I believe Mr. Tomberlin now has a well
pumping and we have three with units set on them. The
balance of the wells then, or ten wells, would be flowing
wells, of the oil zone wells,

Q Well then, why wouldn't instead of taking this
acre feet, so many acre feet of sand, why couldn't you
just take the percentage of the wells as they are now
producing and allocate for the field? You say you
recommend 700 barrels a day.

Why couldn't you just take the wells that are now
producing and break them down on percentages and bring it
to 700 barrels a day?

A  Well, sir, we looked at numerous formulae. The
ones that we finalized on here represents what we think
will best prevent waste and protect correlative rights of
the owners of oil and gas leases.

Q Is all this Hogsett and Tomberlin, all of them,

are they agreeable to the unitization?
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A Well, sir, I believe Mr. Maxwell testified
earlier that~--

Q That some of them were, but not all of them?

A I don't know what the people who were not
present at those meetings~-1 don't know what their
attitude is.

Q I understand-~I might be wrong-~that this Hogsett
and Tomberlin wells are the largest in the field. Naturally
I would presume that they would be represented as far as
unitization is concerned.

COMM. BRETSCHNEIDER: We are not considering
unitization at this meeting.

CefMd. HOUSTON: I am right now.

MR. MUNN: Sir, I would like to state that we
became acquainted with this proposal, at least I did, on
September the 5th, and at that time we were shown a
comparison between unitization, the proposed field rules,
and the present means by which the field is being operated.

Ag stated before 1 am not too comversant with all
of the facts and the engineering data that pertains to it,
and X am very apologetic to this group that I am not.

The only thing that impressed me on this thing was

that Mr. Tomberlin's wells or the Hogsett lease is capable
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of producing roughly £ifty percent of the oil which is
being produced under the present field rules, and the gas-
oll ratios apparently have not gotten out of hand, and
apparently that is the reason by which these wells are
allowed to produce fifty percent of the oil which is being
produced from the field.

The proposal by Lion will cut the income from
this lease by fifty percent, and on that basis we certainly
think that it is unfair.

MR. WESTFELDT: If the Commission plgase, with
respect to the statement that Mr. Munn has made, I would
like to point out to the Commission that in attempting to
establish an oil MER and in an attempt to establish a
system where the gas energy éan be used as efficiently as
possible, absent unitization, we have also tried to considen
the correlative rights of the parties, and I know that the
Gommission realizes the definition of correlative rights is
in the Act, and in doing that we have worked out this
formula that considers the net acre feet of pay under each
leaf, which I think should be considered, and the number of
wells that the operators have drilled and spent thelr money
on, and these items are pointed out‘particularly in

Exhibit 6 that has been submitted, which on its face shows
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that the Tomber-Hogsett lease has twenty-seven percent

of the original oil in pluce under the three oil leases.
Notwithstanding that percentage, its production

to date has been in the nature of forty to forty-five per-

cent of both cumulative and current production, so that 1

think that that lease has had substantial benefit wheﬁ

correlative rights are taken into consideration, and that

the proposal indicated by Mr. Rushing will moxe nearly

bring oil production into line with actual interests of

oil and gas in place, and at the same time trylng to
achieve greatest ultimate recovery, most efficient use
of the gas, and things of that nature.

MR. GISH: Exhibit 6 very vividly shows the
abuse of correlative rights that existed on Col-Tex-Hogsett
lease. The proposed field rules by Lion only in a meager
way correct that abuse, because it would raise the daily
allowable current of forty-six barrels a day to sixty-one
barrels a day.

That sixty-one barrels a day is brought about as
pointed out by the gas production limitation on the oil
wells of 125,000 cubic feet per day. This may be super-
fluous, but Col-Tex wants to request that the minutes and

proceedings in the June 16th hearing be made a record, a

KEITH WATSON
Federal Court Reporter
Denver, Colorado




75

part of this hearing, and specifically request--and we
feel that the evidence submitted at that time substantiates
it--that the gas limitation on each oil well be 250,000
cubic feet per well, and even though we have a gas well
wé are not too concerned as to how much reduced that gas
well production 18 so as to preserve the natural reservoir
energy s0 that we can pariially correct and benefit by
oil production on the Col-Tex-Hogsett lease, because we
have suffered great abuse for a long time because of the
existing gas production limitation.

CROSS EXAMINATION
BY MR. McELWAIN:

Q I would like to ask Mr. Rushing what is the
total number of acre feet in each oil zone and gas zone?

A In the oil zone there are 6,604 net acre feet of
productive oil sand. In that portion of the reservoir which
is called the gas zone there are 20,561 acre feet.

Q Would that indicate then that the gas zone is

approximately three times the size of the o0il zone?

A You are correct, sir, 3.07.
Q Then you recommend rules that if they void the
same amount of reservoir space in the oll zone as in the

gas zone will there be gas migration under the oil zone?
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L

A Well, sir, now let's discuss that a little bit.
I pointed out while ago that under the developed gas
leases there was---

Q I am talking about the whole gas zone, not just
the developed---

A Well, sir, now 1 am getting to that. There are
7040 gas zone acre feet.

Q Just a minute; does that include any of Lion's
acreage?

A No, sir, it does not. I am talking about a
particular area of the reservoir, the southwest portion in
which there are five leases with producting gas wells on
them.

Now, that portion of the field in which there
are wells, that 1s, producing gas wells, contains one-third
of the pool gas zone acre feet.

Q Is there a producing well on any of Lion's
acreage, producing gas well that would be affected by these
rules?

A Yes, sir, there is the Lion Flessner No. 11.

Q Is that included in the acre foot total you gave
a moment ago!l

A No, sir, it is not, because we have chosen in the
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past to take our gas production from our approximately
fifty percent ownership of the gas zone acre feet through
the oll zone.

MR, WESTFELDT: The Lion Flessner gas well is
shut-in, is that correct?

THE WITNESS: That is correct, except for
periodic testing as required it is shut-in.

Q Do the rules provide that that well will be

shut-in?

A No, sir, we exercised the optlon in the interest
of reservoir efficiency.

Q Through these rules that well will recelve a

gas allowable, is that right?

A Of 150 MCF per day per well.

Q Now, I~=-- |

A Wait a minute, I am not through here. 1 want to
follow through. Now, in the southwest portion of the
reservoir there are 7040 acre feet. Now, the ratio of that
zone down there where those gas wells are to the oll zone
is 1.1 to 1.

Q Is that the way you propose that the gas allowable
will be divided?

A 1.1 to 12
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Q Well, to just these wells in the southwest
corner that you are talking about.
A Sir, with a producing well you can produce it

or keep it shut-in. Now, we have elected on our Flessner

" lease to keep our wells shut-in and let the gas go through

the oil zone to produce oil.

- Q That's true, Mr. Rushing, but you have testified
that there were some 7000 acre feet of productive gas sand
in which there were producing wells, correct?

A  In the southwest portion of the reservoir.

Q I the southwest portion, and you have indicated
that's a 1.1 to 1 ratio?

A Compared to the oll zome.

Q Right, but yet--~-

A That is comparing two areas where withdrawals are
taking place, gas withdrawals and oil withdrawals.

Q But yet those wells in that southwest corner of
the field will not receive all of the gas allowable, is
that correct?

A Well, sir, they receive that which is allocated
to them in aécordance with the formula,

Q But, there will be soﬁe allocated to other leases

also?
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A To the Lion Flessner Ho. 11, yes, sir.

Q What is the total number of acre feet including
the Lion's Flessner lease?

A Well, including the Lion Flessner lease and the

east half povtiocn of the reservoir the number is, likes I

told you initially, 20,561 acre feet. Are you propesing thg

gas b2 produced from the gas zone in the ratio of three to
cne as compared o the---

Q Yes, I am proposing that gas be produced from
the total gas zone in the ratio of three to one, because
that's the actual reservoir space that is occupied.

A Well now, let's consider this: let's say that
we d» take gas cut in the proportion of three to one. That
would deplete the gas cap and the recovery from the
reservoir would essentially be obtained by solution gas
drive, which is recognized as one of the lowest forms of
recovery that csm be obtained.

Q That may be true, Mr. Rushing, but an owner of
a straight gas well down here receives no advantage from
that, is that correct? You are using his energy to pro-
ducs oil?

A Sir, w2 are not golng to use all of his enexrgy to

produce oil. We merely are deferring some income until

i
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the oil zone is depleted.
Q You mean that gas is going to stay herel
A No, I don't maintain that it willlspecifically
stay in one place; what I am saying is that we think that
that gas production should be utilized to produce oil.

Now, the only way that we can make the maximum
use of that is under unitization. Short of that then we
mst make the next most efficient use of it.

Q  Then under these proposed rules there will be
gae sweeping the oil zone, is that correct?

A That's correct, and a large portion éf that will
come from the Lion fifty percent ownership of the acre feet
of the gas zone. |

Q I recognize that Lion has some undeveloped acreag%
in which they are entitled to a gas allowable, but in any
event there will bé migration of gas into the oil zone?

A That, sir, is the mechanism of gas expansion drive

Q Do you think that protects correlative rights?

COMM. BRETSCHNEIDER: It would under a unit plag,
wouldn't it?

MR. McEILWAIN: It would under a unit plan, yes,
but we are talking about a rule---

COMM. BRETSCHNEIDER: You have to have rules
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between now and the unit, as I understand it, and if these
rules are going to be rules I imagine they are as close to
the unit rules with the unit plan as you can get at this
time, 80 it seems to me we have to make a step someplace
to get forward.

1 am not objecting to all of this discussion, but
if we are going to have discussions on all of these fine
points we are not going to get through with this hearing.

I would 1like to see you get to the end of this argument.

All this Commission wants to conslder 1s evidence
and testimony and not discussion between engineérs and
operators as to points that are not really technical.

MR. WESTFELDT: May 1 then just ask or point out
to the Commission that Exhibit No. 1 which has been
admitted in evidence shows this large area in the gas zone
that is undeveloped and owned by Lion that will obviously
migrate toward the gas productive area, and they are
draining or must be draining the Lion gas area.

MR. McELWAIN: Does Lion own the royalty and
mineral interest there?

MR. WESTFELDT: I have no idea--and that the Lion
gas well has been shut-in and a large Lion gas area is

undeveloped, and there was only one other question that I
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wanted to ask this witness.
REDIRECT EXAMINATION
BY MR. WESTFELDT:

Q And that was what his opinion would be of
raising the gas limit on the oil wells?

A Sir, I have testified previously that gas-oil
ratio is a measure of efficiency with which you produce
oil, and ideally we would like to produce a barrel of oil
with little or no gas. That would be as near maximum
efficiency as you could get.

Now, anything less than that is a compromise, and
we feel that 125 is an appropriate limit which will bring
about the maximum ultimate recovery outside of unitization.

MR. WESTFELDT: 1 have no further questioms.

COMM. BRETSCHNEIDER: Does anyone else wish to
discuss the matter with the witness? Art, are you through?
Sam, do you have anything to say?

MR. JERSIN: I héve nothing more.

COMM. BRETSCHNEIDER: Does anyone have anything
else to say? Are you through?

MR. WESTFELDT: I am through.

COMM. BRETSCHNEIDER: The witness is excused.

(Witness excused.)

-
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COMM. BRETSCHNEIDER: The hearing is closed.

MR. WESTFELDT: I was going to call another
witness, but I won't because I think it has been covered.

COMM. BRETSCHNEIDER: Does any other company
wish to present any testimony or any witnesses? (No
response.) Under those circumstances the hearing is
adjournéd;

(Whereupon, at 2:00 o'clock p.m., September 17,

1957 the hearing in the sbove-entitled matter was closed.)
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