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PURSUANT TO NOTICE to all parties in interest,
the above-entitled matter came duly on for hearing at
the State Services Building, Denver, Colorado, at the

hour of 10:30 otclock a.m., December 15, 196ﬁ.

BEFORE:

Commissioner H. C. Bretschnelder
Commissioner H. H. Houston
Commissioner Howard Schmidt
Commissioner J. E,. Dunn

APPEARANCES:

P. M. Westfeldt, Esq., Denver, Colorado, for
Monsanto Company.

Bob Johnson, Esg., Denver, Colorado, for
Plains Exploration.

W. R. Smith, Secretary, Denver, Colorado,

D. V. Rogers, Director, Denver, Colorado, and

Sam Freeman, Esq., Denver, Colorado, for the
0il and Gas Conservation Commission.
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CHAIRMAN BRETSCHNEIDER: The next cause on the
agenda is Cause No, 30, Little Beaver """, This 1s an
application of Monsanto Company for establishment of 160-
acre drilling units for production of gas, and for special
field rules to govern same.

We have had this before, This 1s an extended
hearing. Mr. Westfeldt represents the Monsanto Chemical
Company. Mr., Westfeldt, if you want to proceed now and
present the sltuation as you see it now you may.

MR, WESTFELDT: I would like to very much, Mr.
Chairman. Let the record show the appearance of Patrick M.
Westfeldt, appearing on behalf of Monsanto Company.

One 1little technical thing I would like to
have clear in the record, and I don't think we need any
testimony on 1it, the application was filed, I think, October
1, 1963, a 1ittle over a year ago, and at that time the name
of the applicant was Monsanto Chemié¢al Company. In between
that time and now the name has changed. It's the same
corporation and same applicant, it's Monsanto Company, and
T just would 1like to have the record reflect that.

If the Commission please, this matter was
origlnally set for hearing in October 1, 1963, I believe
the record shows that proper notlce was given at that time
and upon motions duly flled from time to time during the

period between then and now the matter has been continued



down to date. I have one witness, Mr. Ed Scholl, who 1is
here and I would like to have him sworn.

CHAIRMAN BRETSCHNEIDER: Before we proceed, I see
Mr. Hogsett 1s present. Are there any others who are
interested in this cause that are present? Do you wish to
make an appearance?

MR. HOGSETT: Not at this time. You mean you
want to swear us?

CHATIRMAN BRETSCHNEIDER: No, not necessarlily, Jjust
1f you wish to have your name entered in the record as appear-
ing on behalf of yourself or someore else.

COMMISSIONER HOUSTON: A 1little statement 1s what
he wants to know.

MR, HOGSETT: I may want to make a statement.

MR, JOHNSON: I am Bob Johnson with Plains Explora-
tion. We would like to be put in the record.

MR. WESTFELDT: Does Mr. Freeman want to inquire
whether Mr. Johnson is appearing as a lawyer today or some
other capacity?

MR, JOHNSON: I am appearing as attorney today.

I brought an expert.
ED SCHOLL
called as a witness on behalf of the applicant, being flrst

duly sworn, upon his oath testifled as follows:
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DIRECT EXAMINATION
BY MR, WESTFELDT:

Q. Will you please state your name?

A. My name is Ed Scholl. I reside at 1057 Revere,
Denver. I am employed by Monsanto Company as a District
Engineer in the Rocky Mountain area. I have been employed
by Monsanto for elght years and I previously testified
before thls Commissiom.

g And have your gualifications as an expert witness
been accepted by the Commlssion previously?

A. Yes, they have.

MR, WESTFELDT: I ask the Commisslon to accept
Mr. Scholl's qualifications as an expert witness for the
purposes of this hearing.

CHAIRMAN BRETSCHNEIDER: All right, if there is no
objection, you will be accepted.

Q. First of all, Mr. Scholl, I would like to hand
you Applicant's Exhibit A. Would you please identify and
describe Exhibit A, Mr, Scholl?

A. Exhibit A 1s a land plat of the Little Beaver "J"
area. It shows the limits of the Little Beaver "J" Field
as defined by the Commission's order No. 30-18.

Q. Is that the dotted 1line that repriesents the
present field limits?

A. Yes, it 1is.



Q. What else does the exhiblt show?

A. Among other things 1t shows the proposed expanslon
of this field, namely, the west half of the west half of
Section 29, and the west half of the west half of Section 32.

& Those are in Township 1 South, Range 56 West?

A. Yes. Also it shows the wells 1n the Nugget unit
which are in the "D" sand in the northeast portion of the
area, the Little Beaver "D" unit which is also a "D" sand
secondary recovery project in the southeast portion. It
shows the wells in the oil zone of the Little Beaver "J"
reservoir, and it shows the wells in the gas cap.

I might add that Monsanto's acreage consists
of the southwest of Section 19, the east half of Section 30,
the east half of 31, and the proposed expansion, namely,
the west half of the west half of Sectlons 29 and 32.

Q. Now, Mr. Scholl, you refer to the proposed expan-
sion. Are you familiar wlth the Monsanto application in
this proceeding?

A. Yes, I am.

Qs And does Monsanto request that this additional
acreage indicated on Exhibit A be added to the Little
Beaver "J" sand fleld?

A. Yes, they do.

Q. Now would you point out the gas wells in this

reservolr?



A. Right now there are six gas wells producing in the
gas cap area, Monsanto has the Borgman No. 3, which is
located in the southwest of the northeast of the goutheast
of Section 31. Plains Exploration has their well in the
northeast of the southeast of the southwest of Section 31.
Coryell has the well in the southeast of the northwest of
the northwest of Section 6.

Q. Now that is in a different township and range,
isn't 1t? 2 South, 56 West?

A. Right. Triangle J has two wells in the northwest
quarter of Section 31, and Natlonal Hogsett No. 3 which
was recently turned into a gas well in the southwest of 30.
There was in the past National Drillers, and I think they
sold it to Frank Walsh., And another gas well in Sectlon 1,
which was in the northwest of the northeast of the northeast
of Section 1.

Q. And that is Township 2 South, Range 57 West?

A. Right. And I believe that takes care of them all.

Q. Was this exhibit prepared under your supervision
and direction?

A. Yes, it was.

MR, SMITH: There 1s one other well that I think
you want to bring into the record, and that is the Forest
Hough well located in the southwest southeast northeast,

Section 36.



THE WITNESS: Yes, that is right.
MR, SMITH: 1 South, 57 West.
Q. Would you tell the Commission about that well,
Mr. Scholl?
A. This well I think is under the Hewitt acreage now
which is State of Colorado lease, I believe. This well
was plugged and abandoned, I belileve, in 1960 or 161,
somewhere in there, and pipe was pulled on 1t. It watered out.
Q. And that well on this Exhibit A has the letters
P and A by it.
Yes.
And that means plugged and abanonded?

Yes, sir.

& 2 L P

And did you also say that that National Drilling
No. 1 well in the northeast of the northeast of 1, i1s that
watered out now?

A. Yes, it is. It 1is temporarily shut in.

Q. So there are presently six producling gas wells
in the reservoir, is that right?

A. That 1s right.

MR, WESTFELDT: For the record I would like to

ask the Commission to receive the Applicant's Exhibit A
in evidence. .
CHATRMAN BRETSCHNEIDER: All right, we'll receive it,

Q. Mr. Scholl, I am handing you Applicant's Exhiblt B.
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Referring to Applicant's Exhiﬁit B, Mr., Scholl, please
state what it is,

A. Exhibit B is an isopach map of the "J" sand in
the Little Beaver "J" gas cap. It represents the net pay
as close as we can determine at this time at the present
status of the gas cap. This map was prepared by an engineer-
ing committee. It was approved by the recent operators in
unitization efforts of this gas cap.

Q. Who were the members of the engineering committee
that prepared this, put this map together?

A. Monsanto, I was on the committee, Plains Explora-
tion had two representatives, and a Mr. Bill Hewitt had a
representative at the engineering committee,.

Q. This exhibit bears the date of October 28, 1963,
is that correct? |

A. Yes.

Q. And is that aboit the time that the engineering
commlttee prepared 1t?

A. Yes.

Q. Now, Mr. Scholl, what does this Little Beaver "J"
sand gas cap 1sopach Exhibit B indicate wilth respect to the
acreage in the west half of the west half of Section 29 and
the west half of the west half of Sectlion 32 which you have
asked the Commission to add to the Little Beaver "J" sand
field?



A. This isopach shows that the gas cap extends into
this area and would probably have somewhere in the order
of 5 to 10 feet of net pay in the gas cap. It extends from
Monsanto's Newton lease down to Monsanto's Hazel and a
portion of the Monsanto-Continental 0il Company Downlng lease.

Q. And is 1t your request that this addiflonal acreage
be added, predicated on the extension of the reservoir end
of that area?

A. Yes, 1t is.

MR. WESTFELDT: I would like to ask the Commission
to receive Applicant's Exhibilt B into evidence.

CHAIRMAN BRETSCHNEIDER: All right, it will be
received,

Q. Now, Mr. Scholl, next I would like you to describe
for the Commission the type of spacing units that Monsanto
has proposed in its application?

A. We are asking a 2-fold type of an order: We are
asking for 160 basic spacing for a gas well with the
flexibility of dedicating as much as 640 acres to one gas
well., It 18 my opinion that the one well can efficiently
drain 160 acres very effectively.

Q. Do you have any obJjections to a basic unit that is
smaller than 160 acres? .

A. Yes. I think 1t's uneconomical to drill at thils

time on spacing units smaller than 160 acres. I feel, or
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my calculations indicate, that a well would cost you about
$35,000 to drill at this time, and about the best you could
expect from the remaining reserves in this reservolir now
would be a return on your investment of a little less than
4 8% per annum,

Q- Is that before taxes or after taxes?

A. Before taxes, and in my opinion this would certainly
prohibit drilling on anything smaller than 160 acres.

Q. Well, Mr., Scholl, is 1t your opinion that a gas
well in this reservoir can drain an area larger than 160 acres?

A. Yes., Just briefly, this rock has average condltions
of about 22.5% porosity, it has permeabllities ranging from
150 to 2000 millidarcies, and in my opinion this would
certainly drain 640 acres -~ one well would. We have
further evidence that 640 acres could be drained in the
circumstances around completing our Borgman No, 3, This
well was originally drilled --

Q. Excuse me, Mr. Scholl. Borgman No, 3, that is the
Monsanto well in the southeast quarter of Section 31, 1s
that right?

A. That'!s right.

Q. Go ahead,.

4. This well was originally drilled in 1953 and
completed in the "D" sand, although a d.s.t. was taken 1n the

"I" sand which showed the original pressure of about 1385
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pounds. Now we put this well inbto the Little Beaver "ot
unit for the secdndary operations of the flooding "D" sand.
When this well became available and no longer needed for
this project, we had the right to buy this well back, and we
re-completed it in the "J" sand.

Q. Now when did you re-complete it in the "J" sand?

A. In 1962, The pressure that was indicated in this
well at that time was in the order of 450 to 500 pounds., This
certainly indicates that the well was belng depleted. The
nearest well to this is the Plains well, which is half a
mile away, and this 1s in the southwest quarter of Section
31, so that means that you effectively probably have a
drainage area of a half mlle or a diameter of a wmile, which
approximates a drainage area of 640 acres,

MR. WESTFEILDT: I would like to call the Commlssion's
attention to the fact that the exact sort of detalls, the way
we proposed this, are spelled out in the application asking
for the basic unit of 160 and permitting the combination of
what we would consider compact blocks of adjolning or corner-
ing 2 bridge into tracts that don't exceed a maximum up to
640 acres,

Q. Mr, Scholl, will you please just summarize your
reasons for asking the Commission for this 2-fold rule on
drilling units?

A. To repeat, we are asking for 160-acre basic spacing
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with the right to dedicate up to 640 acres, for the reason
that 160 acres is about the smallest that you could develop
economically, and also to a large extent 160 acres colncides
with lease ownership on these lands to some extent. If

you allow the flexibility of dedicating BLO acres, you will
prevent the drilling of unnecessary wells in the future.

Q. Mr. Scholl, here there are some wells on sma2ller
tracts, such as BO-acre tracts, is that right?

A. Yes.

Q- What would you suggest the Commission do about that?

A. We feel that you should allow these as exception
locations or exception tracts.

Q. Those existing wells?

A. Yes, sir.

Q. Proceeding further, Mr. Scholl, do you have any
recommendation to make to the Commission with respect to the
total withdrawals to be allowed from the gas cap area?

A. We feel that the gas cap withdrawals should remain
around 1400 MCF per day.

Q. You say "remain". Why is this your recommendation
and why do you say that?

A. This is approximately the 1imit that has been in
the past with seven wells limited by the Commission at 200
MCF per day.

Q. What has been the performance of this reservoir
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over the years?

A. The oil zone of the reservoir has performed extremely
well under these limitations. We have now recovered somewhere
over 47% of the original oil in place in the oil zone, and
we feel 1like 1t will eventually surpass 50 or 55%; sSo there
is still oil to be recovered in the oll zone, and tThis
recovery 1s good in any reservoir under this type of situation
to recover 55% of the original oll in place.

Q. And so your opinion on this allowable 1s based on
performance, 1s that correct?

A. Yes, it's a historical performance of the reservolr,

- Q. I didn't mean to interrupt you, go ahead.

4. In the past, Monsanto has always felt that the
gas cap with an oll zone associated with it should normally
be shut 1in until the oll zone 1s depleted and thereby utilize
the energy of the gas cap expanding into the oll zone.
However, the oill zone has performed gqulte well with the
Commission's order of limiting each gas well to 200 MCF
today and we see no reason to change this as far as limiting
the total amount of withdrawals from the gas cap and keeping
them at 1400 MCF per day.

Q. With a recommendation for 1400 MCF of gas from
this gas cap, do you have any further recommendation to the
Commission as to how that allowable should be allocated to

the different tracts 1n the Little Beaver gas cap?
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A. Yes. We propose that the Commisslon allocate the
1400 MCF per day, giving two-thirds credit to the acreage
involved and one-third credit to the wells involved.

Q. Do you have a formula that expresses that?

A. Yes.

MR, WESTFELDT: Mr. Bretschnelder, is 1t all right
if I have thils witness write it on the blackboard behind
you up there?

CHAIRMAN BRETSCHNEIDER: Yes, I think that would
be a good idea.

MR, WESTFELDT: I think that would demonstrate 1t
and people could understand it satisfactorily.

A. To repeat, we suggest that the Commission allocate
the 1400 MCF per day, giving two-thirds credit to acreage
and one~third credit to the number of wells. We do that by
arriving at a formula that the tract allowable would equal
the 1400 MCF per day times a factor which will give credit
to the acreage and the well.

We propose that the acreage factor be two-
thirds of the dedicated acreage in a particular tract
divided by the total dedicated acres, plus one-third credit
for the number of wells on that tract, divided by the
total number of wells in the gas cap. This would then result
in that particular tract's allowable or its share of the

1400 MCF per day.
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Q. Mr. Scholl, maybe you will want to go up there agaln
later but would you come back down for a minute.

Mr. Scholl, I am handing you Applicant's
Exhibit C. I have Just handed you Applicant's Exhibit C.
Was this document prepared by you or under your supervision
and direction?

A. Yes, 1t was.

Q. Now I would like you to explain Exhibit C to the
Commission.

A. First of all Exhibit C shows the proposed formula,
the allocation formula.

Q. That 1s the same formula you have wrltten on the
blackboard?

A. Yes, it is. It depicts an example of what could
happen to each tract's allowable 1f sometime in the future
all the acreage 18 dedicated in the gas cap to some existing
or future well., I want to point out that 1t does not
represent the situation as it may exist tomorrow or today.
It involves the dedication of acreage to wells, perhaps
pooling with existing wells on tracts that do not have a
well on them or the recompletion or drilling of additlional
wells,

The top portion of this exhibit shows under
these circumstances that I have just pointed out the total

amount of acreage that could be dedicated by each operator.
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For instance, Monsanto Company could dedlcate 920 acres.

Q. On that point, Mr. Scholl, would that include this
additional land that you are asking the Commission to add
to the field?

A. Yes, it would. We, 1in certain instances, may have
to recomplete wells,

Q. Recomplete a well into the "J" sand?

A. Into the "J" sand.

Q. Or drill another well?

A. Or drill another well. Similarly Triangle J would
have 160 and so on down the list of operators whereby the
total acreage in the gas cap 1s about 1460 acres,

To the right of this I have shown --

Q. Excuse me, Mr, Scholl, I am sorry to interrupt
you, but just at that point because I would like to have the
record clear on it before you proceed, you come out with a
total of 1460 acres. That includes the additional land that
you want to have added to the field. Does 1t exclude any
of the land that is within the field limits as defined by
the prlor Commission order?

A, Yes, 1t does,

Qs What land is excluded in order to reach that 14607

A. Actually a portion of Section 36 was deleted
because a well has been abandoned on it, 1t has watered

out, and also there is a dry hole on the east half of the
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northeast quarter of Section 36. Also it has excluded
the 40 acres that contain the old National well.

Q. Where 1s that?

A. In the northeast of the northeast of Section 1.
This well has recently been temporarily shut in.

Q. Is it your opinion, Mr. Scholl, that those two
tracts that are deleted are properly excluded from the gas
cap acreage?

A. Yes, I think so.

MR. FREEMAN: Can you show us on the map which one
on this 36?7 (Could you just draw what you are taking out
and what you are putting in?

THE WITNESS: Right here we have eliminated this,
and this 80 right here.

MR. SMITH: The north 80%

THE WITNESS: Yes, because this well 18 gone.

MR, FREEMAN: Thank you.

Q. Perhaps for clarification purposes I can ask the
record to show that the witness 1s proposing that there be
excluded from the gas cap, whether 1t stays in the fleld or
not doesn!'t make any difference, but for purposes of thils
formula the east half of the northeast quarter of Section 36,
Township 1 South, Range 57 West, and the northeast quarter
of the northeast quarter of Section 1, Township 2 South,
Range 57 West,
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Now go ahead, Mr, Scholl. What else does
this Exhibit C show?

A. As I pointed out before, the acreage is shown 1n
the top of the exhibit. I have also calculated the per cent
each operator has of the total 1460. This 1s shown on the
next column 1in per cent of total acreage.

Next we have shown the number of wells that
each operator would have under these clrcumstances, which
total 7 for the gas cap. You will note that we show 2 wells
for Monsanto. This is done under the premise that in the
future Monsanto would recomplete another well in the gas
cap probably 1n the Nugget area. This percentage 1is then
shown on the next column, which is the same as before, only
1t shows the per cent of total wells each operator has.

Now in the bottom of Exhibit C we show a
summary of the resulting allocation that might occur in the
future if this is accomplished.

Q. Does that mean if 1460 acres 1s dedicated to gas
wells that would include the existing wells and any future
wells that might be drilled?

A. Yes.

Q. Okay.

A. Tt would include 7 gas wells total in the gas cap,
with Monsanto having two of them, Under the allocation

formula that we propose, Monsanto would then under these
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conditions have 51.4% of the 1400 MCF per day, or 721 MCF
per day, and so on down the line. Triangle J would have
16.8%, or 236 MCF per day.

Q. At this point, Mr. Scholl, perhaps I am speaking
too quickly in interrupting, but these flgures are before
the Commission now and the other interested parties here and
I am sure they can see those percentage figures; but Jjust
so the Commission can see how your formula actually works,
will you go back up to the blackboard and take say the
Triangle J figure there as an example and put the numbers
into the proper places in the formula and show how you
reach that conclusion of 16.8% and 236MCF.

MR, FREEMAN: Off the record a minute.
(Whereupon there was discussion off the record., )
MR, WESTFELDT: Back on the record.

Q. I understand the point Mr, Freeman is talking about
and I understand Mr. Freeman and the other members of the
staff have added up acreage as indicated on Applicant's
Exhibit A and they have come up with a total of 1560 acres
rather than 1460 acres. Is there other acreage in the
northeast guarter of Section 30 that you have deleted in
reaching your 1460-acre calculation for the gas cap?

A. Yes, there 1s.

Q. Now what 1s the acreage there that you have

deleted in your computatlons?
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A. I failed to point out that if there is an oil well
on the particular tract involved we felt that we should not
give it that acreage to the gas cap.

Q. There are two oil wells in the northeast quarter
of Section 307

A. Yes. Monsanto Flessner No. 1 and No, 11.

Q. Doesn!t the present Commission order establish
20-acre spacing for oll wells?

A. Yeu,

Q. So their need of the full 160 you have included
120, is that right?

A. 120. Similarly in the National acreage in the
southwest of Section 30 we have only glven credlt to 100
acres, namely, the south half of the southwest quarter and
in the east half of the northeast quarter of the southwest
quarter? ‘

MR. SMITH: Go through that once more.

THE WITNESS: We have given the Natlonal acreage,
we have given credit in the gas cap to the south half of the
southwest of Sectlon 30, and an additional 20 acres in te
east half of the northeast quarter of the southwest quarter.

MR. WESTFELDT: Of Section 30.

Q. Mr. Scholl, go up to the blackboard if you will,

I think they understand the acreage that has been excluded

in your computations now,
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A. We were golng to take an example of the Triangle J
at sometime in the future when all acreage 1s dedicated to
see, just for example purposes, how they would calculate
their allowable or theilr share of the 1400 MCF per day.

In this formula the Triangle J allowable would
be 1400 MCF per day times two-thirds of its percentage of
the dedicated acres to that tract, divided by the total
dedicated acres for the gas cap. We have seen in the Exhibit C
that this ratio equals 11%, so it would be two-thirds times
11%, or approximately 7.35%.

Now adding the well portion of it we see that
Triangle J has two wells out of the seven wells that could
possibly be completed or existing now in the gas cap that
1s equal to 28.6%, so 1t would be one-third of 28,.6% for
the well portion of #t. This is equal to 11.1%. Adding these
two we get 23.5%,and 23.5% of 1400 is the 236 -- excuse me,
this 1s 9.5%, and this becomes 16.8% -- so 16.85% of the
1400 MCF per day would equal as shown 236 MCF per day under
some future conditilon.

Q. All right, now, Mr. Scholl, you have explained
how the formula works under this future full development
of the field with full dedication of all of the gas cap
acreage. I would like you to now give the Commission an
example of how thils formula can work tomorrow?

A. Let us suppose just for convenience that Monsanto
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dedicates 320 acres to the Borgman well in the southeast
of Section 31.

Q. And that 1is the only gas well'that Monsanto has
in the gas cap now?

A. That is the only well we have now, Under this
condition Monsanto would only dedicate 320 acres in the
total gas cap area., All the other operators would remain
the same. Triangle J would have their 160, National 180,
Coryell 40, Plains 80, and Hewitt 80.

Q. How would it work for Triangle J under those
¢ircumstances?

A. Triangle J would then have a share of the 1400
MCF per day which is based on two-thirds of their 160 acres
dedicated. The total acreage dedicated now becomes 860 acres.

MR, SMITH: Just a minute, Mr. Scholl, How did
you get 860 this trip?
THE WITNESS: Well, Monsanto has 320 --

Q. Speak loud enough so the reporter can hear you.

THE WITNESS: Monsanto would have 320 acres,
Triangle J would have 160, National 180,

MR. SMITH: Based on this up here, where is the 1807

THE WITNESS: This would be 100 acres right here
plus this 80, and Coryell, of course, would have their 4o,
Plains would have 80 acres, and Hewitt 80.

MR, SMITH: How can they dedicate without a well?
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THE WITNESS: We are presuming that Natlonal and
perhaps Hewiltt can pool with somebody. This may not happen
put 1t is certainly a possibllity that Hewitt could pool
with Plains or Triangle J, or National could pool with
Triangle J or Plains.

MR, SMITH: Okay. All I wanted was the basis.

A. S0 on the well portion of Triangle J allocations
we would then have one-third credit for two wells out of a
total of six.

Q. That is in the present situation in the gas cap?

A. Right. Monsanto would not have another well in
the gas cap., The total wells would be six. 3So allocating
this out, you would have two-thirds of 18.6%, which is 12.4%,
plus 9, which would be 11.1%, makes a total of 23.5% of the
1400 MCF per -day, which equals 330 MCF per day under the
present situation.

Q. Mr. Scholl, would you now tell the Commission your
reasons for proposing this allocation formula to the Commission?

A. I think it's a falr method of glving equltable
welght to both acres and wells in the gas cap. It gives
substantial credit to those owners that have swmall tracts.

It gives substantlal credit for thelr well.

Q. And likewise it gives a reasonable credit for

acreage in your opinlon? |

A. Right.



Q. Now if the Commission should accept your recommenda-
tions, would that in your opinion tend to prevent waste and
protect correlative rights?

A. Yes, I feel that the gas cap production will be
kept at a reasonable level which has historically shown
success in the oll zone recovery, and it will prevent the
drilling of wells on tracts smaller than 160 acres; and falr
weight‘is given to leasehold acreage by the operators, and
any existing or future well will be given equitable credit
and thereby protect correlative rights,

MR, WESTFELDT: I don't know whether I asked the
Commlssion to receive Exhibit C in evidence, but I now so
ask 1f I haven't done it, That is all the questions I have
of this witness now.

CHAIRMAN BRETSCHNEIDER: We'll accept Exhibit C
for the record.

CROSS EXAMINATION
BY MR. FREEMAN:

Q. Let me understand one situation. When you start
off on your second formula, this 860, and I realize this is
an example but Just so I understand it from the example,
you have assumed that there is X number of acres that
Monsanto hasn't put in, 1s that correct, in your second
example?

A. Yes, sir,
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Q. Now let's assume in the southeast guarter of
Section 30 you drill a well., At the point in time 1n your
example that acreage would not have been in, is that correct?

A. That 1s right.

Q. Now you drill that well and then 1s there an
automatic dedication undér your proposal, or how does thils work?

A. No. We propose that the operator -- it would be
left up to the operator what acreage he 1is going to dedicate.
Actually we cannot say what would be dedicated until we go
to the royalty owners and perhaps there may be different
interests on the well site. 1In this particular case we do
not own the hole.

Q. Let's assume that he does not dedicate acreage,
then what 1s his position?

A. Well, we certainly -- I don't think we can dedicate
any of his acreage without some Jolnt agreement.

MR, SMITH: Under your plan 160 would automatically
be dedicated to the well?
THE WITNESS: Automatically.

Q. You say that well is for the southeast guarter
of so and so?

A. We would have to have 160 acres in order to
complete the well,

Q. And thereafter you would fille with the Commisslon

an instrument of dedicatlon of acreage showlng that all
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interests in this other acreage, say the 80 to the east of
it had joined in the well and wished to dedicate their
acreage to that well, is that the way it would work?

A. That is right.

MR. WESTFELDT: I think perhaps carrylng the
discussion a 1little further on that point, the matter of how
you can dedicate acreage in addition to the 160-acre basic
unit 1s really a legal questlon. You have to get agreement
among diverse owners, if that is what they are, or you have
to have a forced pooling of the acreage in the drilling unit,
one or the other; but it's not an automatic thing legally
just in the operator's unrestricted discretion.

Q. But you would impose then a total fleld allowable
and include the dedicated and undedicated acreage within the
field, the defined field I assume, is that your polnt?

A. I don't think the undedicated acreage would ever
be used in the allocation of allocating the 1400,

Q. But 1t would be in the field by basis of the
Commlission order?

A. Thatts right.

MR, WESTFELDT: Now let wme ask you a questilon,

Mr. Scholl., The denominator of the fraction following the
figure two-thirds in your Exhibit C 1s total dedicated
acreage in the gas cap?

A. That is right.
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MR. WESTFELDT: Total dedicated acres?

A. It does not include any acreage that 1s not
dedicated to a well.

MR. SMITH: You used an example to explain to Mr,
Freeman if you drilled this well with your 160 we would re-
calculate the allowsbles for all the wells in the gas cap.
Then if you came in with a dedication of additional acreage
we would again re-calculate the allowables and presumedly
they would all go down, except this one well which would go
up by two-thirds of the two-thirds factor, and then we would
issue a new allowable schedule including the new total
dedicated acreage?

THE WITNESS: This 1is true.

MR, FREEMAN: Pat, the specific legal question I
have in the formula, let's go back to the 860. Now you
drill on one of your 160's. At that point, since the total
allowable did not apply to undedicated acreage, theoretlically
could you then as an operator produce without any allowable?

MR, WESTFELDT: That isn't the legal effect of the
formula as we are proposing it. If we moved, as you said
earlier, up to the southeast gquarter of Section 30, that
might not be previously dedicated.

MR, FREEMAN: Then what happens?

MR, WESTFELDT: Then there would be at least an

additional 160 acres that would automatically come in under
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your drilling and spacing unit. So the denominator, the

total dedicated acres, would increase by 160 acres, and you
just add that to the 860 and you get the new figure. If

at another time we were able to get the adjoining owners to
commit their 1and and went through a forced pooling proceeding,
then we would have a greater amount of acreage dedicated bto
the particular well and that would increase the total
dedicated acres.

MR, FREEMAN: What I am saying 1s the new 160 then
would automatically be under spacing and an allowable rule
and established as a field rule?

MR, WESTFELDT: That is correct.

COMMISSIONER HOUSTON: What is wrong with 1t Just
as it is?

MR, WESTFELDT: I'm sorry, Mr. Houston, I didn't
understand your guestion,

COMMISSIONER HOUSTON: I say what is the matter
with letting the status guo prevall on it without making
an exception?

MR, WESTFELDT: Well, actually the Commission order
right now for well spacing in this field 18 a 20-acre order
which 1s kind of --

COMMISSIONER HOUSTON: That 1s gas?

MR. WESTFELDT: Which covers both, and that 1s

rather meaningless as far as gas wells, and particularly
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when the statute says you shouldn't have drilling and
spacing units which are smaller than what a well could draln.
Our contention as to what is wrong with it now is that the
allocation of gas cap allowable in the field 1s based 100%
on wells, It gives credit completely to wells and doesn't
give credit to acres.

Now, I know the Commission is quite familiar
with the development of the Little Beaver "J" sand field
and we know what we have done in the past in there. We
haven't developed our gas acreage as fast as some of the
other people have developed theirs because we wanted the
energy to produce the oll, so we just have one gas well that
has been producing now for two years, But we are now in the
latter stages of development of the field and we are asklng
the Commission for an allocabtlon based on acreage as well
as wells, not Just wells as 1s the case now.

MR, FREEMAN: So then we would.then have, as I
understand it at the start, a field rule allowable?

MR, WESTFELDT: That 1s what we are proposing,
1400 MCF total from the gas cap.

MR. FREEMAN: Right, and then that would be sub-
divided and changed as the acreage became dedicated. A
person with an undrilled 160 -- just let me follow through
the theory -- would be drained until he drilled his well and

it would be up to him to protect himself to come under the
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formula and get an allowable based on this formula of the
1400, his proportionate share, if you will, of the 1400?

THE WITNESS: Right.

MR. FREEMAN: Okay, thank you.

COMMISSIONER HOUSTON: In other words, you people
don't think you are getting a fair shake out of fhe deal,
is that 1t?

MR. WESTFELDT: We believe thls, Mr. Houston:
We don't think that the situation is falr now. We are not
complaining about what has happened 1n the past because we
are grown-ups and we operated the field the way we thought
was proper from a good conservation standpoint, and the
performance in the oil section of the reservolr indicates
there is a lot of merit as to what has happened in the past.
However, we are in the latter part of the development of
this fileld, the life of this field, and in this last portion
we are asking the Commission to do what the statute says and
that 1s allocate your reservolr allowable on what's considered
a just and equitable basis, and we are asking that acreage
as well as wells be taken into account in the allocation.

We are not asking for an lncrease, Leave

the gas cap allowable total the same, 1400 MCF, which is
approximately what 1t has been in the past, but glve credit
for cur acreage a2s well as our wells; and if we drill some

more ~- the only way we could really substantially enhance
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our position would be to spend more money on recompleting
an oil well into the "J" sand as a gas well or drilliing a
new gas well,

CHAIRMAN BRETSCHNEIDER: When you do that you
change the formula then,

MR, WESTFELDT: The formula and the results, we
believe.

CHAIRMAN BRETSCHNEIDER: What would happen if one
of the gas wells so-called now plays out, goes into water?

THE WITNESS: Well, this would be effective in
the formula, In the six portions,

CHAIRMAN BRETSCHNEIDER: You would recalculate
the formula?

THE WITNESS: Yes,.

MR, WESTFELDT: You would recalculate the dedicated
acreage.

MR, SMITH: And the number of wells?

MR, WESTFELDT: The number of wells and dedicated
acreage, right,

MR, FREEMAN: I have some specific 1ittle problems
that I see in the way the acreage lays out, Let's go to the
southwest of 31, Mr. Scholl, Now we have got an undrilled
80 there, and then to the west you have got another 80 in
Section 36 which would be -~

MR, WESTFELDT: Also undrilled,
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MR. FREEMAN: Undrilled, and then we have a little
4o-acre plece down in 6.

MR, WESTFELDT: That has a well on 1it.

MR, FREEMAN: That has a well on 1t?

THE WITNESS: Yes.

MR, FREEMAN: Now under your system, would you be
leaving it to the owners and operators -- I see you are not
in this particular section of the field which could cause
some problems?

THE WITNESS: Right.

MR, FREEMAN: Within the limits of your generalized
ground rules that you have got in your application, I think
there are several on your last page 1n your application,

THE WITNESS: Yes.

MR, FREEMAN: Would it then be the Commission's
duty to force onl thils acreage or make exceptions at its
discretion? Is that your theory?

THE WITNESS: Well, actually we felt it would first
be up to the operator if he wanted to get a share of the gas
to negotiate with somebody that did have a well and try and
work out an agreement where he could come in and pool his
acreage volunbtarily with thls other guy. Suppose that Hewltt
could pool with Plains, he would also pool I think with
Coryell 1f they could work out an agreement. I don't know
the feasibility of this, but it would certainly be up to the
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CommissSion if they wanted to force pool,

MR. FREEMAN: I am saying the Commission would be
left with two alternatives., Assuming somebody came 1n with
a protect-my-correlative-rights application, we would then
elther have the alternative within the ground rules laid
down 1in your formula or by the granting of an exception or
force pooling?

THE WITNESS: Right.

MR, FREEMAN: Certain of these fracts?

THE WITNESS: Right.

MR. FREEMAN: Minimum of 160 and no larger than 640?

THE WITNESS: Yes.

MR, SMITH: This minimum of 160, the National
Hogsett lease as an example, would you say the Commission
should be allowed an exceptlon to allow a drilling unit of
80 acres there? It isn't developed.

THE WITNESS: That is true. Frankly I don't see
why anybody would want to drill on the 80 because I don't
think it would be economlical at this point, but --

CHAIRMAN BRETSCHNEIDER: If he didn't drill he
would be out of the formula for the 80?

THE WITNESS: That 1s right.

MR, WESTFELDT: Excuse me, I'm not sure which
acreage you are talking aboubt, Bill.

MR, SMITH: I am talking about the north half of
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the southwest quarter of Sectlon 31.

MR, WESTFELDT: On that particular tract they
could be combined voluntarily. It could be combined by
force pooling if the Commission allowed an exception for a
well in there which, of course, part of Mr, Scholl's testimony
is he doesn't think anybody would drill on the 80; but
nevertheless if they did, under the statute the Commission
would have to make an appropriate adjustment in the allowable,
make a further allocation so that each party gets his Just
and equitable share from his acreage.

MR, SMITH: I understand that, Mr. Westfeldt, but
the point is this: the way the application has been presented
is that the Commission would accept the Plains 80-acre tract
in the south half of the southwest of 31 as a drilling and
spacing unit,

THE WITNESS: Yes;

MR. SMITH: As such they then could not force a
160-acre tract on the north half.

MR, WESTFELDT: I see your point, Mr. Smith, and
T don't believe that is the way it works. We say that it's
fine 1f the Commission orders that these wells on these 160-
acre tracts be considered exception locations. We are talklng
about a basic unit of 160 acres. I think what this bolls
down to, and 1t's interesting in the point of view of the

discussion, 1s that we think that there should be 160-acre
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units. The present wells, to the extent that they don't
fall on a nice evenly owned 160, are exception locations,
and the other parties can then get force pooling under the
statute,

MR, FREEMAN: 1In your exception, Pat, as I under-
stand, it goes to an exception as to well location as
opposed to acreage?

MR, WESTFELDT: That is correct.

MR, FREEMAN: All right, this is what I was trying
to get at.

. MR, WESTFELDT: That 1s correct.

MR, SMITH: Mr. Scholl, I have one question on thils
drainage plcture I would llke to get into the record. Isn't
it true during the 1lnterim In the past year under the
Commission order which allowed certaln wells to produce
during certain months of the quarter allowable, hasn't it
in effect been an experience of the field that there has been
interference between the wells noted from time to time?

THE WITNESS: Bill, I don't think that 1it's so
much interference down hole. I know there is a problem in
the pipeline., In other words, when we are producing two
wells, one may not be able to get into the pipeline because
of a higher back pressure, but I don't know of any --

MR. SMITH: Well, to explain, I had understoed,

for example, the Plains Hogsett well I think we all know 1s
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one of the better wells, and your Borgman well is also 2
good well.

THE WITNESS: Yes.

MR, SMITH: And I had understood -- as a matter of
fact the Commission has specifically been asked to set
these two wells so that they did not produce because there
was a probiem of one being able to take its allowable. Now
was this due to a surface condition or subsurface condltion?

THE WITNESS: I think it's a surface conditlon,
because T know that -- Bob may bear me out here -- but some
of the‘wells had trouble getting out in one month, you know
the 18.4 MCR a day; therefore, they will take a portion of
the next month to get their quarterly allowable. Well, when
we start up and they are still in the line, we have to wait
until they get out before we can really produce the maximum
out of our well,

MR, SMITH: You haven't noticed any change in
surface pressures?

THE WITNESS: ©No, sir, I haven't.

MR. FREEMAN: We could wind up by saying the south-
west quarter of 31 with the adjoining acreage concelvable
if the various parties were unable to agree, as I envision
i1t, Just trying to discuss the procedure, then we might
eventually be in the position of on our own motion set a

hearing to force pool, say in that area which comes to mind
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. as an immedlate problem area,

MR. WESTFELDT: Why do you say, Mr. Freeman, on
your own motion that that might be necessary? Why shouldn't
the owner of the operating rights be the moving party?

MR. FREEMAN: Well, you have several in there.

MR, WESTFEILDT: That is correct.

CHATIRMAN BRETSCHNEIDER: The operator would be.

MR. FREEMAN: I guess the operator would be.

Do you have any questions?

MR. JOHNSON: I would like to ask Mr, Scholl some
gquestions if I may. |

MR. FREEMAN: You may proceed.

BY MR. JOHNSON:
Q. What is the current reservoir pressure in the gas
cap?
A. Bob, we haven't had a pressure in the reservolr.
I feel that it's somewhere between 450 and 500 pounds, maybe
a little less.
- Q. From your testimony you say in 1962 that you
checked the pressure and you have it ranging from 450 to 500,
We have now moved two additional years, almost three years
in time, and under your application you are trying to give
. due credit to two-thirds of acreage and only one-third to a
‘ well, It would seem to me that the reservoir pressure

would have some bearing on this.
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A. How do you mean?

Q. vYou have not checked the reservoir pressure?

A. No. I do know we are producing at 180 pounds
pipeline pressure, and producing anywhere from 400 to 600
MCF a day. We haven't taken a pressure in ours. I fail
to see, Bob, why -- &re you implylng there are different
preséures in the reservoir?

Q. I do not know., You are the moving party and we
are curious to know what data you have to Jjustify your
pressure and your spacing allocation,

A. Are you implying we should put reservolr pressure
in an allocation formula?

Q. We are not implying; we are just asking.

A. I don't know what the guestion is, Bob.

Q. Well, you say you do not have pressure so I can't
pursue that any further. What is your current reserve
estimate under this gas cap?

A. Bob, I can't speak for the other people that were
in the unitization efforts. Frankly I think 1t's somewhere
around 5 billion cubic feet remaining.

Q. Did not the operating committee that was trying
to unitize this field come up with a figure?

A. To my knowledge I don't recall. I have some
economics of what I think 1t 1s 1f you would like those,

Q. I would like to have those put in the record if
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I could.

MR, WESTFELDT: Go ahead and ask your guestion,

Q. What are your reserve flgures that you are carrying
in the gas cap?

A. Well, when you say carrying --

Q. Well, that you calculated?

A. Personally the reserves are about 3.5 billlon.

MR, WESTFELDT: 1Is that your opinion?

THE WITNESS: That is my opinion.

MR, SMITH: To when abandonment?

THE WITNESS: 200 p.s;i.

Q. Is the oil migrating into the gas cap?

At this point I don't think 1t is, I think that
there is movement of water into the oll zone, 28 we can vouch
for in the performance of some of our oll zone wells, I
don't know if there 1s. I feel like there may be‘some,
but we are certainly producing very efficlently. If I
may, Bob, on our Flessner 1 and 11 -~

MR, WESTFELDT: Those wells are located in the
northeast guarter of Section 30, is that right?

THE WITNESS: That I1s right. The northeast quarter
of Section 30, these wells were originally perforated in the
base of the "J". They are now experiencing a rather good
oil production rate. Whether or not it's moving 1nto the

gas cap I don't know, but as the water encroaches from the
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northwest we perforate higher 1n the section and thereby
produce all that we can out of those wells, and I think that
there 1s very little possibility that much is getting by
those two wells and perhaps golng the other way, Bob. You
unow the National well, it turned into a gas well, That
means that the gas cap is expanding into the oil zone in
that area. I don't know what i1t will do now or in the future,
but I think we have a stable situation where we are producing
very effectively as evidence by producing at this point
474 of the original oil in place, and perhaps we may recover
55% of the original oil in place wlthout any additional
development.

COMMISSIONER HOUSTON: Are these wells maklng any
condensate?

THE WITNESS: Yes, sir. Our well makes about,
T think, 2 or 3 barrels a day when we are producing it.
T think some of the Triangle J wells make a goodly amount
of condensate. I say condensate, I don't know the gravity
of it, as far as the term or oll or condensate.

COMMISSIONER HOUSTON: Is this wet gas or dry gas?

THE WITNESS: Wet gas.

COMMISSIONER HOUSTON: It goes into the gasoline
plant?

THE WITNESS: Yes, sir, the Little Beaver "D"

plant. We have two systems there, We have high pressure

- 40 -



and low pressure systems.
COMMISSIONER HOUSTON: Did you figure all that in
when you figured your 4.8% on the cost of the well?
THE WITNESS: Yes, sir,
COMMISSIONER HOUSTON: That net 1s for how long now?
THE WITNESS: About seven years.
MR, FREEMAN: Do you have any further questions?
MR, JOHNSON: Yes.
Q. (By Mr. Johnson) Are you experiencing a higher GOR
ratio on your northeast quarter of 30 in the last year or two?
A, No, we are not.
Q. Do you think that the reservoir could withstand
a higher withdrawal rate than is presently being allowed
without inJuring the oil?
A. I don't think 80, Bob., As I said awhile ago, we
see the gas cap expanding into the National Hogsett area
and remaining relatively constant. Over in our Flessner
area I think we have reached a balance where we have got a
pretty stable situation at 1400 MCF a day.
Q. Under your formula that you are proposing up here,
do I understand this correct that 1t 1s straight acreage
and you are not paying any attention to the isopach sand map
that you presented as Exhibit B, I believe?
A. That is right.

Qs For instance, the west half scuthwest of Section 32
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you are giving full credit for 80 acres there and yet you
are showing a zero isopach that cuts through there and cuts
some acreage out?

A. The southwest quarter of Section 327

Q. Yes, the west half southwest, you are asking the
Commission to include this acreage in the area?

A. We did this for simplicity, Bob. We Just took
the 80 acres and came straight down.

Q. Well, under your simplicity of allowing two-thirds
formula for undeveloped acreage, wouldn't you say this would
not protect the correlative rights of those parties that
have wells drilled?

A. We have no obJection of taking a Planimeter if
you want to and going around the isopach and dedlcating that
acreage and dividing it up. This is all right with us. We
Just did it to come straight down there., We didn't mean to
refine 1t to say 10 acres, dedicate 10 acres.

MR. FREEMAN: WMay I ask one guestion of you, Bob?
Are you preparing today to put on a different isopach map?

MR, JOHNSON: No, sir. We are asking how they are
coming up with their formula.

MR, FREEMAN: I Just wondered for our information
wlll there be anofher isopach map introduced?

MR, JOHNSON: We were on the committee and that
map was actually done in about 1954 to my knowledge and it
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was the operating committee's decision that there was no
need to go back and rehash the arguments for net sand for gas.
THE WITNESS: If I may, Bob, fhe engineering committee
prepared -- Monsanto asked that the previous gas cap isopach
be accepted by the engineering committee and the operators'
committee that was formed just last year. We said let's
use the gas cap lsopach prepared when the first unitization
efforts were proposed. Plains came in with this 1sopach
changing the west slde of it and everybody was agreeabie
80 essentially this is Plains.
MR, JOHNSON: We have no objections to the map.
MR. FREEMAN: Okay, fine.
Q. Do you feel that undeveloped acreage 1s worth
more than a developed acreage or a well? Under your formula
it looks lilke two-thirds for undeveloped you are putting
more welght on that,
A. I don't know what you mean.
Q. How do you Jjustify giving two-thirds credlf to
undeveloped acreage versus one-third to a well?
A. This wlll not be undeveloped acreage when we dedicate
a well to it,
Q. Why hasn't the acreage been developed in the past?
A. I think we explained that we chose to keep the gas
cap shut in until the oil zone was produced. We felt that

we would rather have a better recovery out of the oll zone
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than produce the gas cap. We wanted to utilize the energy
that we had. Fortunately we had a majority of the gas cap
acreage,

Q. How do you propose to allow -- I belleve 1t's a
Mr., Hewitt owns the State acreage in Section 362

A. Yes.

Q. How do you propose to allow hlim £to get his share
under your formula? You show Mr, Hewitt to be allowed
51,000 a day, and under your own testimony you say that it
1s uneconomical to drill a well,

A. Bob, I meant for that -- I thought I explained
that that was an example of what could happen. If Hewitt
could pool with somebody, you will notice that he does not
have any credit for a well on the well portion of this
calculation. It is merely an example that if Hewiltt pooled
with you or Triangle J thils acreage would eventually become
dedicated to some well. I didn't say that it would happen.
It could happen.

Q. Is all the acreage in here leased? What I am
thinking of particularly 1s southeast of 30, the northeast
of 31.

A. Southeast of 307

Q. Yes, sir.

MR. SMITH: 1It's held by production.

A. Yes, this 1s leased., We show 1t,.
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Q. All of 1t 18 leased?

A. To my knowledge.

Q. Or held by production?

A. To my knowledge.

Q. In other words, I see Monsanto Petteys in the

southeast of 30. Does Monsanto have that under lease from
Petteys?
A. No.
WESTFELDT: What do you know about the title to it?
THE WITNESS: I don't know anything about the title,
CHAIRMAN BRETSCHNEIDER: In that case Monsanto
is the operator anyway?
THE WITNESS: Yes, we are the operator.
CHAIRMAN BRETSCHNEIDER: And also the one south
where there 1s no well?
THE WITNESS: Yes,
CHAIRMAN BRETSCHNEIDER: Northeast of 31?2
THE WITNESS: Yes,.
CHAIRMAN BRETSCHNEIDER: Does that answer your
guestion? |
MR, JOHNSON: Yes, sir. He said he didn't know.
Q. Under your proposal, would there be a need for
a hearing to dedicate over 160 acres to a well?
A. Would you mind repeating that?

Q. Under your proposed application, would there be a
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hearing necessary to dedicate more than 160 acres to a well?
A. No, sir,
Q. It would be an arbitrary decision of the operator
of that well?

MR. WESTFELDT: I object to the guestion because
it presumes the answer, and that has been gone into already
that it wouldn't be an arbitrary decision and that it would
have to be done in a lawful manner. That is already in the
record.

MR, JOHNSON: If one has it under lease, the lawful
manner would be strictly if your lease calls for unitizatlon
they just unitize it.

MR, WESTFELDT: That is right, but it need not be
arbitrary.

MR. JOHNSON: I have no more questions of Mr. Scholl.

CHAIRMAN BRETSCHNEIDER: Does anybody else have
any questions?

MR. JOHNSON: We want to put on an expert.

MR, HOGSETT: There isn't'any use of me attempting
as a layman to get up here and argue these matters with the
boys working at 1t, but there 1s a question that comes up
in our mind. The two boys that are with me and Mr, Hartman,
who has an interest, is that this has been Monsanto's way
of operating. We drill the well on our side of the fence

and they do the best they can to get it. We have went through
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this and had to hire qulte an expensive attorney, and the
Commission with regard to the oil situation, they finally
quit that, Then they come in here with undeveloped land
entirely, and the questions I would have asked I made note

of were just exactly the same as Bob had: how come two-thirds
to undeveloped land and one-third to the well. It's awfully
hard for a layman to buy it. It may be right, but it's
awfully hard to sell us.

Another thing, the first thing we knew about
this -- we knew nothing whatever until I got a letter from
Monsanto saying: "Sign here and return." Up to that time
we knew nothing whatever, any of us, about any part of this
thing. So we have been very much in the dark.

CHATRMAN BRETSCHNEIDER: There weren't any negotla-
tions before they asked you to sign?

MR, HOGSETT: None whatever. I wish I would have
brought that letter with me because that is exactly what
they sald: "Sign here and return.”

MR, FREEMAN: You will be offering then at this
point no actual testimony? You may want to make a statement
as to what the Commission shall do as I understand it?

MR. HOGSETT: There isn't enough involved in this
that we thought 1t was necessary to hire an attorney, win,
lose, or draw, We did spend conslderable money on this

thing before, as Doug will remember, and I think Mr. Bret-
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schneider was in on the deal.

MR, FREEMAN: Would you have aﬁy objection then 1if
Bob put on his witness at this polnt?

MR. HOGSETT: Iﬁdeed I don't.

MR, FREEMAN: Did you have any redirect?

MR, WESTFELDT: Yes.

REDIRECT EXAMINATION

BY MR, WESTFELDT:

Q. There has been some discussion, Mr. Scholl, about
your formula providing two-thirds weight or two-thirds credit
to undeveloped acreage. Now let's look at your Exhilbit C
and your Exhibit C 1lnside of the parenthesis. What is the
fraction? How do you describe the fraction that is given
the two-thirds wéight?

A. Literally it says that two-thirds credit would be
given to the total tract gas acres divided by the total
field dedicated acres. It does not mean undeveloped acres.

MR, WESTFELDT: Thank you.
MR, FREEMAN: Would you llke to call your witness?
MR, JOHNSON: Yes, I would llke to have Ron Briggs
sworn.
RONALD BRIGGS
called as a witness on behalf of Plains Exploration Company,
being first duly sworn, upon his oath testified as follows:
DIRECT EXAMINATION
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BY MR, JOHNSON:
Q. Would you state your name?
A Ronald Briggs.
Q For whom are you employed?
A. I am employed by Plains Exploration Company.
Q In what capacity?
A I am a petroleum engineer,.
Q. Would you state what your education and employment
record 187
A. I graduated from the Colorado School of Mines as
a petroleum engineer in May of 1957, and I have been employed
continuously since that time in petroleum engineering work:
5-1/2 years with Humble 01l and Refining Company, 1-1/2 years
with Sohlo Petroleum Company, and since September of 1964
with Plains Exploration Company.
Q. Are you a registered englneer?
A. I am a registered engineer in Illinois, Kansas,
and Colorado.
MR. JOHNSON: May I ask that he be accepted?
MR, WESTFELDT: No ongction.
CHAIRMAN BRETSCHENEIDER: If there is no objection
from anyone, you will be accepted.
Q. Mr. Briggs, has the current withdrawal allowed
0ll to come 1nto the gas cap?

A. As Mr. Scholl stated earlier, there 1s evidence
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that there has been encroachment at least in one area of the
gas cap into the oil column. This 18 particularly evident
in National Drilling Company's Hogsett No. 3 in the southwest
guarter of Section 30. The GOR in this well has increased
in recent months to the point where, I believe, it 1s
approximately 100,000 at this time, where before it was
classified as an oil well with a GOR less than 30,000.

Other evidence which I have found can be
noted by tracing the GOR history of some of the leases in
the area, As an example, the National Drllling Company
Hogsett lease has an average GOR for October, 1964, of 11,125,
The GOR for the year to date of 1964 1is 8,335. The cumulative
GOR 1s 3,422, This indicates a steady increase in the gas-
0il ratio for this lease. Now these flgures were taken
from the Conperatlion Commission records, and I calculated
the gas-0il ratios myself.

Another indication would be on the Centennial
Hogsett lease, the northwest quarter of Section 30, the
cumulative gas-oll ratio 1s 936. The year to date gas-oil
ratio for 1964 1is 1649, and the October, 1964, gas-oll ratio
is 2459, This also would indicate an increase in the gas-
0ll ratio., I think all of this tends to indicate that there
13 an encroachment of the gas cap down into the oll column,
and 1t would also indicate that the l,MO0,000 current with-

drawal allowable 1s perhaps a little conservatlve as far as
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maintaining the status quo and the gas-o0il contact,

Q. I would 1ike you to state, has Monsanto produced
gas -- would you give the figure that they have produced in
thelr Flessner Lease in this field from beginning to the
present time? Mr. Scholl stated that they had not produced
any free gas, but I would 1like the record to show what they
have produced.

MR, WESTFELDT: I don't think Mr. Scholl said that.

MR, JOHNSON: He said they have not produced gas
cap gas prilor to 1962 as free gas. I just want to put 1t in
the record.

MR, FREEMAN: Well, in fairness, why don't you let
him correct hls testimony 1f he wants,

MR, JOHNSON: Okay.

MR, FREEMAN: Why don't you correct your testimony
if you don't agree with it and then Bob will continue with
his presentation.

MR, SCHOLL: I don't think I could make the state-
ment Flessner 1 and 11 ever produced any gas cap gas because
they were gas cap wells at one time. These wells had ratios
hlgher than any soclution gas ratio. As a matter of fact,
theﬁ were above 30,000,

MR, JOHNSON: That 1s all I wanted.

MR, SMITH: I think we should clear the record,

Mr. Scholl, 1Isn't it a fact untll very recently Flessner 1
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and 11 were only produced intermittently from time to Time
to see what was happening.

MR, SCHOLIL: That is right. Actually we left them
shut in until the gas-&il ratio went down. |

MR. FREEMAN: Go aheagd.

Q. (By Mr. Johnson) Mr. Briggs, for the record we
would like you to show a typical well, the economics of a
typical well that is drilled and currently producing in the
gas cap.

A. I have reviewed the production history and the
economlcs for what I consider a typical well drilled 1in the
gas cap. Now this typlcal well produces only minor quantities
of liquid hydrocarbons and is primarlily a gas well.
According to the data which I have come up with the typlcal
well here, and much of this 1s based I might say on the
performance of Plalins Exploration Company's Hogsett well
in the southwest guarter of Section 31 because this 1s the
well with which I am most familiar, these wells in the gas
cap that have been drilled during initial development of
the fleld have an average age of about 10 years, and
cumulative recovery to date of approximately 730,000 MCF,
which would be the allowable of 200 MCF per day for the
10~year period.

Based on an average revenue of 9.42 cents per

MCF, including revenue from Trace Liqulds, the income from

- 52 -




one of these wells to date would be $60,170. After deducting
operating expenses of $15,000, or $125 per well per month,
the operating profit which one of these wells would show at
the current time 1s $45,170.

I have estimated the cost to drill and equilp
one of these wells at $40,000, After deductling the required
investment, the current pay-out status of one of these
typical gas wells would be $5,170 after a 10-year life.

Now if you were to apply a reasonable discount
factor to this income to account for the tlme and value of
money, it is questionable that these wells have paild out
at this time.

MR, SMITH: Have you taken off royalty oil, Mr.
Brlggs?

THE WITNESS: VYes, I have. I have assumed a 1/8
royalty.

MR, FREEMAN: So this 1s the net flgure?

THE WITNESS: Right. Now the pay-out perlod for
these wells would be about 8.86 years. What I am trying to
bring out here is at this time these wells are barely paild
out and the operators that drilled these wells in good falth
and in accordance with the exlsting regulations for spacing
in the area have had to walt a total of 10 years to realize
but a very meager profit for their $40,000 investment.

Now, I have estimated the remalning reserves
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for the gas cap at 4 billion cubic feet. There are currently
six wells producing from the gas cap. If the remalning gas
were divided evenly between these six wells, this typical
well would have remaining reserves of 667,000 gross MCF,

or 583,625 net MCF, and a remaining life at an average
producing rate of 200 MCF per day of 9.14 years,

Using the average selling price for gas
previously used of 9.42 cents per MCF, including revenue from
liquids, these remaining reserves would provide a revenue of
$54,977. After deducting the operating expenses of $125
per well month, you could expect an increased operating
profit for these wells of $41,267. This would make the
ultimate status or the ultimate profit after deducting the
required investment for one of these wells to depletlon
over a 19-year life $46,437, which would represent $1,16
per dollar invested.

Now, I think 1t is evident from the data
which I have presented here that at best these gas cap wells
have marginal economics, even those that were drilled at the
very beginning of the development here. The per cent return
on the investment, and this 1is approximate, for one of these
wells through a 19-year 1ife would be 9%. I do not feel that
this is an excessive profit by any means, It is, as I said
before, at best maféinal. I believe that 1s all,

COMMISSIONER HOUSTON: Does that include the casing
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when you pull the well and abandon 1t? Don't you sell that?

THE WITNESS: I have allowed very little for salvage
value, No salvage value,

MR, JOHNSON: In light of this testlimony on the
economics, if an order i1s to be given we would recommend first
that 1,400,000 per day 1s not necessarily the upper limit
from this gas cap because we feel that the gas 1is expanding
and going into the oil column, therefore, something above
this could be allowed. |

No., 2, no matter what formula 1s used, under
our own flgures of 200,000 per day per well we feel that this
should be your bare minimum allowed to any given well regard-
less of how you calculate your formulas to justify the
curtailment for the last 10 years and the additional curtail-
ment in the future.

MR, FREEMAN: Well, did you have a separate formula
to propose to the Commission as opposed to one that Monsanto
has proposed?

MR, JOHNSON: We are not prepared -~ we did not
know what they were coming up with and we do not have a
formula as such, You have to put a value on acreage. A
well 18 worth X dollars and acreage 1s worth X dollars,

I think we all agree on what it would cost to drill and
complete a well, and this last year I believe we could check

the State Land Board to see what thls acreage over there sold
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for so I think we could ascertain some values and that would
be more equitable to allocate on somé basis of this nature
than to arbitrarily come up with two-thirds for undeveloped
acreage and one-third for a well.

MR, FREEMAN: I think Pat has made this clear. He
talked about dedicated acres in his formula and not necessarlly
undeveloped acreage, as I understood your later explanation.

MR, JOHNSON: Well, dedicated, I am sorry.

MR. FREEMAN: Well, that makes a difference. Now
the only other formula, before Pat cross examines your wltness,
Just so we get your complete story, conceivably the only
ofther thing you could do would be to come up with acre
feet, something of that sort.

CHAIRMAN BRETSCHNEIDER: You always run up agalinst
a proposition of reducing the pressure and disturbing the
oil area so you have here a very narrow economlc problem,
and I think we are discussing how to conserve the gas
pressure and the gas where it should be and also the oil,

MR, JOHN3SON: To protect the correlative rights
of the various parties.

CHAIRMAN BRETSCHNEIDER: To protect the correlative
rights. Doesn't this formula protect the correlative rights
or take care of the correlative rights?

MR, JOHNSON: I cannot say under their formula
that it would protect those parties that drilled a well in
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the .early days under the then rules, You are changing
the rules considerably where you are changing the parties
who have lived with this all these years,

CHAIRMAN BRETSCHNEIDER: We can't help that.

MR. JOHNSON: Our correlative rights would change
considerably and be injured as we see 1t under his Exhiblt C,
Under their formula we would be forced to go under an
economical limit to produce the property and could concelvably
be forced to abandon a property, therefore, we would lose,

CHAIRMAN BRETSCHNEIDER: You could lose 1if your
well went dry, wouldn't you?

MR, JOHNSON: This 1s the risk we take in this
business, but to have an order come out that would curtall
us, to force us to abandon a property early, I can't see
where that 1is conserving the petroleum for the state and the
various partlies. I would say it would injure them.

COMMISSIONER HOUSTON: One thing you have over-
looked I think in your plan. You can't get any more on this
pipeline. You brought out awhile ago they have to walt two
or three days before they can produce some of these wells,

MR, HOGSETT: This is 2 mechanlcal surface control.
It so happens our well when it is on stream, their well 1s
not good enocugh to buck the line pressure, so technically
without your present orders if you would let us produce we

could cut them out forever,

- 57 -




MR. FREEMAN: Do you have any questions on cross?
MR. WESTFELDT: Yes.
CROSS EXAMINATION
BY MR, WESTFELDT:
Q. You testified about a 9% return on an investment
on these typical wells, Was that an annual figure or is
that cumulative over the 9, 10, or 19-year life?
A. This 18 an average figure over the 1life of the well.
An average annual figure?
Over the l1life of the well,

Nine per cent on the investment each year?

= 8 B L

That is correct.

Q- And this typical well that you are talking about
is a 10 year old well?

A. That 1s correct.

Q. So that doesn't include the Monsanto Borgman No., 3
that was only completed as a gas well in 1962?

A. That 1s correct.

Q. 30 1t was the other wells in the gas cap that were
- producing the gas prior to the time that Monsanto completed
that well in the gas cap?

A. Would you repeat the question?

Q. S0 1t was the other wells in the gas cap that were
producing the gas from this reservoir prior to the time that

Monsanto completed its Borgman No. 3 well as a gas well?
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A. Yes. I would consider this typical well to be one
that was drilled and completed during the initial stages of
development,

Q- And you have got cumulative recoveries for those
wells which were 730,000 MCF?

A. That is correct.

Q: And how many wells was that divided among, 5 or 6
wells, or are you talking about 7 wells?

A. This 1= not really an average recovery. It's
what I consider a typical recovery., There are five wells
that would fall in this typlcal category. A typical well
might be this National Drilling Company Hough well which
was plugged and abandoued, It was an edge well and had
low recovery.

Q. So that was low, but there were five wells that
have this cumulative recovery filgure that you testified to?

A. Yes, based on what I can see on this plat here, yes.

MR, WESTFELDT: T don't have any further guestions
of this witness.

CHATRMAN BRETSCHNEIDER: Does anyone else have
any questions?

MR. FREEMAN: Do you have any redirect?

MR. JOHNSON: No.

MR, HOGSETT: I would 1llke to ask one gquestion,

We were never furnished anything from Monsanto in the way of
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how thig would affect the income that we have, which is not
great as you well know from these small gas wells, sSo we
did have it figured out and I don't have the figures with
me but this would cut our income rather than even hold 1t
together; so I see no reason, and I am kind of curlous, as
to why Monsanto can't go in there and drill a gas well 1f
they want to. They have 160 and 320. I own part of it,
I would like to see them go ahead.
CHAIRMAN BRETSCHNEIDER: Well, you better ask them.
MR, HOGSETT: I have never got a direct answer yet.
MR, FREEMAN: Just to finish up, you have no
further testimony?
MR, WESTFELDT: I am not sure whether I do or not.
MR, FREEMAN: Bob, do you have any further testlmony?
MR, JOHNSON: I have nothing at the moment.
CHAIRMAN BRETSCHNEIDER: Are you through with your
witness?
MR, JOHNSON: Yes, sir.
MR, FREEMAN: Mr. Westfeldt, do you have any further
testimony?
MR. WESTFELDT: No further questions or testimony.
CHAIRMAN BRETSCHNEIDER: Any further questions from
anyone? Then we'll close the hearing and take the matter
under advisement unless somebody wants to make a motion to

do otherwise,
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MR. WESTFELDT: Mr. Chairman, I didn't have any
more evidence or testimony here but I would like to ask the
Commission to indulge me for aboubt two or three minutes and
just make a very short statement.

CHAIRMAN BRETSCHNEIDER: You are entitled to, You
may go ahead,

MR, WESTFEILDT: I won't wear out my welcome, I hope,
because we have been treated very courteously. I would like
to say this: that the Plain's wltness, Mr. Briggs, testified
that he thought that this proposed allowable, this 1400 MCE
from the gas cap was, and I am guoting, "A little conservative."
Well, that is just the way you are supposed to bhe, You are
the Conservation Commission and you are supposed to be a
little bit conservative, and the results of your conservative
behavior in the past have been good and that 1s what the
evidence in this proceeding shows.

Next he showed in these typlcal wells, going
back to beglnning time, the 730,000 MCF cumulative recovery,
he showed the 9% return annually on these figures. The
evidence here shows that Monsanto was not producing the gas,
All this means 1s that the other operators were producing
the gas, So at least in the 1life of the fleld today,
certainly based on acreage they have recovered a disproportion-
ately high share, But we are not guarrelling about that. We

are just talking about things in the future. We know why
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it was done; everybody knows why 1t was done.

Now, in this stage, in the latter development
of the field, we think the statute says you have to establish
an allowable; then you have to allocate it on a just and
equitable basls, We have given you a formula that we think
takes into account past lnvestment, future investment,
economic operations from here on out, no unnecessary wells,
the possibllity of combining acreage, and everybody getting
thelr share; and we urge your adoption of this formula or
something reasonably 1like it,

That is all we have,.

CHATIRMAN BRETSCHNEIDER: All right, 1s 1t satis-
factory with the Commission that we take 1t under advisement?

COMMISSIONER HOUSTON: Yes.,

CHAIRMAN BRETSCHNEIDER: All right, we'll take 1t
under advisement and advise you as soon as possible what
our opinion might be,

(Whereupon the hearing in Cause No. 30 adjourned

at 12:30 p.m., December 15, 1964.)
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