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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:28 a.m.: 

EXAMINER STOGNER: Hearing w i l l come t o order. 

We'll c a l l Case Number 11,757. 

MR. CARROLL: A p p l i c a t i o n of Amoco Production 

Company f o r permanent exemption from O i l Conservation 

D i v i s i o n Rules 402, 406 and 1125, r e l a t i n g t o s h u t - i n 

pressure t e s t s f o r the Bravo Dome Carbon Dioxide Gas U n i t , 

Union, Harding and Quay Counties, New Mexico. 

EXAMINER STOGNER: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

Wi l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

We represent Amoco Production Company i n t h i s 

matter, and I have one witness. 

EXAMINER STOGNER: Any other appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce r e p r e s e n t i n g 

Amerada Hess Corporation. 

I have no witnesses. 

EXAMINER STOGNER: W i l l the witness please stand 

t o be sworn? 

(Thereupon, the witness was sworn.) 

MR. CARR: At t h i s time we c a l l Perry J a r r e l l , 

J-a-r-r-e-1-1. 
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PERRY JARRELL, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e our name f o r the record, please? 

A. Perry Malcolm J a r r e l l . 

Q. And where do you reside? 

A. Houston, Texas. 

Q. By whom are you employed? 

A. Amoco Production. 

Q. Mr. J a r r e l l , what i s your c u r r e n t p o s i t i o n w i t h 

Amoco? 

A. I'm a senior s t a f f petroleum engineer. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation Division? 

A. No, I have not. 

Q. Could you b r i e f l y review your educational 

background f o r Mr. Stogner? 

A. I received a bachelor of science degree i n 

petroleum engineering from Texas Tech U n i v e r s i t y i n 1980. 

Q. Since graduation i n 1980, f o r whom have you 

worked? 

A. I've worked f o r Amoco production. 

Q. And during t h a t time w i t h Amoco, have you worked 

STEVEN T. BRENNER, CCR 
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i n engineering or managerial p o s i t i o n s ? 

A. I have. 

Q. What are your c u r r e n t r e s p o n s i b i l i t i e s i n regard 

t o the Bravo Dome Carbon Dioxide Gas Unit? 

A. I'm responsible f o r developing business 

o p p o r t u n i t i e s f o r Bravo Dome. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n t h a t has 

been f i l e d on behalf of Amoco i n t h i s case? 

A. I am. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

tender Mr. J a r r e l l as an expert witness i n petroleum 

engineering. 

EXAMINER STOGNER: What do you mean by 

"business o p p o r t u n i t i e s " ? 

THE WITNESS: Business development o p p o r t u n i t i e s , 

other than conventional i n f i l l d r i l l i n g or d r i l l i n g 

o p p o r t u n i t i e s , which i s held by other engineers i n the 

group. 

B a s i c a l l y anything outside the e x i s t i n g g a t h e r i n g 

system. I look a f t e r , f o r instance, the west-side 

development of Bravo Dome, s i t u a t i o n s such as t h i s , 

e x t e r n a l issues w i t h , say, other working i n t e r e s t owners 

and r o y a l t y owners, those t h i n g s . 

EXAMINER STOGNER: Okay, so q u a l i f i e d . 

Q. (By Mr. Carr) Mr. J a r r e l l , could you b r i e f l y 
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summarize what Amoco seeks w i t h t h i s case? 

A. F i r s t of a l l , I want t o c l a r i f y what we are 

seeking and what we're not seeking. 

We're not proposing t o do away w i t h a l l pressure 

t e s t i n g i n the Bravo Dome u n i t . What we're seeking i s an 

amendment t o Rule 402, which requires every w e l l t o be 

t e s t e d every year w i t h a s h u t - i n pressure t e s t f o r a 

minimum of a 24-hour period. 

What we'd l i k e t o propose i s an amendment which 

w i l l achieve a couple of t h i n g s . One i s b e t t e r data, and 

r e d u c t i o n i n costs and revenues — I'm s o r r y , r e d u c t i o n i n 

costs, and cash fl o w t o the State and the working i n t e r e s t 

owners. 

That's p r i m a r i l y what we're here f o r . 

Q. I f your proposal i s accepted by the D i v i s i o n , i t 

w i l l , i n f a c t , r e s u l t i n c e r t a i n economic savings, w i l l i t 

not? 

A. That's c o r r e c t . 

Q. At the same time, i s i t going t o be your 

testimony t h a t you w i l l not undercut the database t h a t i s 

a v a i l a b l e and used by you i n managing t h i s u n i t ? 

A. No, t h a t i s not our i n t e n t i o n , t o w i t h h o l d data, 

no. 

Q. And i s i t also going t o be your testimony t h a t 

the data t h a t you have w i l l be made a v a i l a b l e t o the State 
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and others who have i n t e r e s t s i n t h i s area so they can also 

make informed decisions on matters r e l a t i n g t o Bravo Dome? 

A. The pressure data, t h a t ' s c o r r e c t . 

Q. What are Rules 402, 406 and 1125? 

A. My general understanding of Rule 402, as I sa i d 

e a r l i e r , i s the requirement f o r n a t u r a l gas w e l l operators 

t o perform annual s h u t - i n pressure t e s t s on each w e l l each 

year, a minimum of 24 hours per t e s t , and t h i s i s a 

surface-pressure t e s t . 

Q. 406 i s j u s t a r u l e t h a t extends the r u l e s t h a t 

apply t o n a t u r a l gas t o carbon dioxide? 

A. That's c o r r e c t . 

Q. So we're not asking f o r anything i n a d d i t i o n by 

re f e r e n c i n g Rule 406; i t j u s t i s r e l a t e d t o the base 

request f o r a change i n the s h u t - i n pressure t e s t i n g 

requirement? 

A. That's c o r r e c t . 

Q. And Rule 112 5 simply r e q u i r e s t h a t the r e s u l t s be 

f i l e d on form C-12 5; i s t h a t not r i g h t ? 

A. That's c o r r e c t . So i n essence, we're r e a l l y 

asking f o r an amendment t o Rule 402 and not any changes t o 

the other r u l e s . 

Q. And you're seeking j u s t an exception t h a t w i l l 

not r e q u i r e — t h a t w i l l enable you or exempt you from 

annual t e s t i n g of every w e l l i n the u n i t ? 
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A. That's c o r r e c t . 

Q. Have you prepared e x h i b i t s f o r p r e s e n t a t i o n i n 

t h i s hearing? 

A. I have. 

Q. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as Amoco E x h i b i t Number 1, and would you 

j u s t i d e n t i f y t h i s , please? 

A. This i s merely a l o c a t i o n map t o draw bearings t o 

the l o c a t i o n of Bravo Dome w i t h i n the northeastern corner 

of New Mexico. 

Q. Let's go t o E x h i b i t Number 2. Would you f i r s t 

i d e n t i f y t h i s , and then i f you could review the i n f o r m a t i o n 

on t h i s e x h i b i t f o r the Examiner. 

A. Okay. I r e a l i z e there's a l o t of i n f o r m a t i o n on 

t h i s map, and i t ' s here f o r q u a l i t a t i v e purposes. 

What you're looking a t i s a u n i t map of Bravo 

Dome, w i t h the black l i n e showing the u n i t boundary. This 

i s a contour map of 0h, or the vol u m e t r i c s , as we c u r r e n t l y 

i n t e r p r e t them f o r Bravo Dome u n i t , contoured a t , I 

be l i e v e , around 5 (ph i n t e r v a l s . 

What you're also seeing red l i n e s w i t h i n the u n i t 

are the i n t e r p r e t a t i o n s of f a u l t s w i t h i n the u n i t . 

I have two or three key p o i n t s I want t o make 

w i t h t h i s e x h i b i t . One of them i s t o show the v a r i a b i l i t y 

i n the storage capacity of the u n i t . 
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The very b r i g h t yellows there i n the center t h a t 

I've c h a r a c t e r i z e d as the area n o r t h of the f a u l t i s our 

highest p o r o s i t y and t r a n s m i s s i b i l i t y p o r t i o n of the f i e l d 

and, of course, was the area t h a t we developed f i r s t . 

The area south of the f a u l t — and i f you can see 

i t , there's a red l i n e i n d i c a t i n g a f a u l t t h e r e — i s 

somewhat less p o r o s i t y f e e t . 

And then the Leg 8 area has i t s d i f f e r e n t <ph 

c h a r a c t e r i s t i c s , and Leg 9 has i t s d i f f e r e n t 0h 

c h a r a c t e r i s t i c s . 

So I'm t r y i n g t o show the d i f f e r e n t p o r o s i t y 

c h a r a c t e r i s t i c s w i t h t h i s v i s u a l . 

Q. And so we b a s i c a l l y have fo u r d i s t i n c t areas t h a t 

have d i f f e r e n t r e s e r v o i r c h a r a c t e r i s t i c s ; i s t h a t r i g h t ? 

A. I t ' s a l l one r e s e r v o i r , I don't want t o — That's 

c o r r e c t , I'm not t r y i n g t o show t h a t these are f o u r 

d i s t i n c t pools. I t i s c e r t a i n l y a l l one pool. 

But f o r speaking purposes today, these areas are 

d i f f e r e n t , not only i n t h e i r p o r o s i t y but also i n a couple 

other d i s t i n c t i o n s , and those are t h a t they were developed 

a t d i f f e r e n t times. 

So the area i n the center of the f i e l d t h e r e was 

developed f i r s t , as I mentioned, t h a t ' s c h a r a c t e r i z e d as 

n o r t h of the f a u l t . The s o u t h - o f - t h e - f a u l t area was 

developed a f t e r t h a t , around the 1983-84 time frame. 

STEVEN T. BRENNER, CCR 
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The Leg 8 area was d r i l l e d i n 1993, very recent 

d r i l l i n g and gathering system i n s t a l l a t i o n development. 

And Leg 9, 1980 — I'm sorry, 1993. Did I say 1983? 1993 

f o r Leg 8 and 1995 f o r Leg 9. 

Q. B a s i c a l l y what we have here i s a r e l a t i o n s h i p . 

The extent of the d e p l e t i o n obviously r e l a t e s t o the amount 

of time the area has a c t u a l l y been on pro d u c t i o n ; i s t h a t 

r i g h t ? 

A. That's c o r r e c t . 

Q. And what do the general c o l o r codes show here, 

Mr. J a r r e l l ? 

Q. Well, the very b r i g h t yellow i s the highe s t 

p o r o s i t y - f e e t . And i t shades ever so s l i g h t l y i n t o d u l l e r 

shades of yellow. For instance, the very o u t l i n i n g t a n 

pieces of the 0h over i n the west Bravo Dome u n i t i s lower 

0h than, say, the b r i g h t yellow. 

And the very lowest i s the very l i g h t blue w i t h i n 

the u n i t boundary, t e r m i n a t i n g a t the zero net isopachous 

l i n e , t h a t ' s a dotted l i n e which deli n e a t e s the u n i t 

boundary on the southern and eastern side of the u n i t . 

Q. How many w e l l s i s Amoco now proposing t o d r i l l i n 

each of these f o u r areas? 

A. Proposing t o d r i l l ? 

Q. Or, I'm sorr y , proposing t o t e s t ? 

A. We c u r r e n t l y t e s t every w e l l , which i s around 3 60 
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w e l l s . And what we'd l i k e t o propose i s t e s t i n g a 

s t a t i s t i c a l sample of these four areas of about t h r e e w e l l s 

per area, which would be around 12 w e l l s per year. 

And these t e s t s would not be j u s t s u r f a c e -

pressure t e s t s ; they would be bottomhole pressure t e s t s 

w i t h a bottomhole bomb, over about a 72-hour p e r i o d , which 

f o r engineering needs would be more accurate data f o r 

determining r e s e r v o i r pressure. 

Q. C u r r e n t l y you're using a 24-hour t e s t ? 

A. That's c o r r e c t . 

Q. W i l l t e s t i n f o r m a t i o n from three w e l l s i n each of 

these areas provide an adequate s t a t i s t i c a l sampling i n 

each area f o r you t o continue t o p r o p e r l y manage the 

r e s e r v o i r ? 

A. Yes, i t w i l l . And what I have t o say here i s , 

why t h a t i s so i s because we have a r e s e r v o i r model t h a t we 

have a high degree of confidence i n t h a t p r e d i c t s what the 

r e s e r v o i r pressures, d e l i v e r a b i l i t y and recoveries w i l l be 

i n the f u t u r e , and they match very w e l l w i t h what those 

a c t u a l pieces of data are today. 

So we would use t h i s data t o continue t o make our 

model as rig o r o u s and as accurate as i t could be, by 

checking the model's p r e d i c t e d pressures versus the a c t u a l 

pressures we sample i n each of these d i f f e r e n t drainage 

areas. 
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Q. Let's go t o what has been marked Amoco E x h i b i t 

Number 3. Would you i d e n t i f y and review t h a t , please? 

A. Yes, E x h i b i t Number 3 i s showing s i x curves of 

pressure data, surface pressure data, versus time, from 

1987 t i l l 1996. 

And what these are, are l i n e a r best f i t s of a l l 

the pressure data t h a t was taken on very w e l l i n each of 

the townships and sections noticed i n the legend. 

For instance, the red l i n e a t the top on the 

ri g h t - h a n d side of the E x h i b i t says "Linear 1835". That's 

Township and Range 18-35, and so f o r t h . 

These s i x townships represent a good sampling of 

a l o t of data t h a t we've c o l l e c t e d through the longest 

p e r i o d of time, and t h a t i s the areas c h a r a c t e r i z e d i n the 

previous e x h i b i t as areas n o r t h and south — n o r t h of the 

f a u l t and south of the f a u l t . These have been on 

product i o n f o r a good 12 years. 

Q. What does t h i s now show us? 

A. The i n t e n t of t h i s e x h i b i t i s t o i l l u s t r a t e t h a t 

there's a s i m i l a r r a t e of d e p l e t i o n i n each of these 

township and ranges, as f a r as pressure d e p l e t i o n . And so 

I t h i n k i f you look a t them v i s u a l l y you can come t o t h a t 

conclusion. 

What i t also shows i s , i f you use an abandonment 

pressure t h a t we're c u r r e n t l y expecting the u n i t t o be a t , 
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which i s around 100 and — w e l l , f o r p . s . i . g . purposes, i t 

would be about 95 p . s . i . g . The u n i t s of pressure d e p l e t i o n 

i s about h a l f r i g h t now, i t ' s about 50-percent depleted. 

So we have a good amount of data here t h a t shows 

a p r e t t y good f i t of the in f o r m a t i o n t h a t we've c o l l e c t e d 

from a l l the w e l l s so f a r . So the data has been u s e f u l , 

and i t ' s been good. 

Q. Does t h i s data suggest c o n t i n u i t y throughout the 

r e s e r v o i r ? 

A. I bel i e v e i t does, because of the s i m i l a r r a t e s 

of d e p l e t i o n of pressure. 

Q. What i s Amoco E x h i b i t Number 4? 

A. E x h i b i t Number 4 i s — i s j u s t an e x h i b i t t o 

attempt t o f u r t h e r make the p o i n t made i n E x h i b i t 3. This 

i s a blow-up of the area t h a t I c h a r a c t e r i z e as n o r t h of 

the f a u l t and south of the f a u l t , and I show the 

approximate f a u l t l i n e here i n red. 

And what t h i s i s showing i s what the i n i t i a l 

pressure was n o r t h of the f a u l t , around 390 p . s . i . a . , and 

what the i n i t i a l pressure south of the f a u l t was, which i s 

about 4 60 p . s . i . So i t ' s showing when the r e s e r v o i r was 

i n i t i a l l y discovered and developed, there was a pressure 

d i f f e r e n c e . 

What I'm also showing i s the 1996 c a l c u l a t e d 

bottomhole pressure from the surface pressures t h a t we 
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c o l l e c t , which i s an average of a l l the w e l l s . So i n the 

n o r t h of the f a u l t area i t ' s around 246, and the south of 

the f a u l t area i t ' s 3 01 p.s.i.a. 

Q. This i n f o r m a t i o n b a s i c a l l y supports the 

i n f o r m a t i o n presented on the preceding curve, does i t not? 

A. I t supports t h a t the r e s e r v o i r i s a — from a 

pressure standpoint i s about 50-percent depleted, from 

i n i t i a l bottomhole pressure t o the c u r r e n t bottomhole 

pressure, keeping i n mind t h a t our abandonment pressure 

would be around 95 p . s . i . g . or about 124 p . s . i . a . 

bottomhole pressure. 

Q. And the d i f f e r e n c e between the two areas i s 

a t t r i b u t a b l e t o the f a u l t t h a t runs through t h e r e , c o r r e c t ? 

A. That's c o r r e c t . 

Q. Let's go t o E x h i b i t Number 5, the P/Z curve, and 

have you review t h i s f o r Mr. Stogner. 

A. Okay. This i s your fundamental r e s e r v o i r 

engineering t o o l f o r a dry gas r e s e r v o i r t o approximate 

u l t i m a t e recovery. What I'm showing i s pressure over a Z 

f a c t o r or c o m p r e s s i b i l i t y f a c t o r , p l o t t e d versus cumulative 

pro d u c t i o n . 

And the green diamonds are the a c t u a l data p o i n t s 

from 1985 through 1996, using the 24-hour or the surface 

pressure data t h a t we've c o l l e c t e d i n every w e l l t h a t we're 

f i n d i n g , and these p o i n t s are the average of each of those 
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pressure p o i n t s f o r the whole u n i t , not j u s t the n o r t h - o f -

t h e - f a u l t and s o u t h - o f - t h e - f a u l t area, but the whole 

c u r r e n t developed u n i t area. 

Q. How good a f i t have you a c t u a l l y g o t t e n w i t h t h i s 

data? 

A. What I show here w i t h t h i s dashed green i s a 

l i n e a r best f i t through those data p o i n t s , which i s a 

p r e t t y good f i t . 

Q. And what i s the equation i n the lower r i g h t - h a n d 

p o r t i o n of the e x h i b i t ? 

A. That i s the l i n e a r equation of t h a t b e s t - f i t 

l i n e , which s t a t e s y equals — et cetera. The R2 f a c t o r i s 

a number used i n the — p l o t t i n g package I used here was an 

Xcel spreadsheet t h a t describes the goodness of the f i t . 

My understanding, anything b e t t e r than a .7 i s 

p r e t t y good; t h i s i s a .96 f i t through the data, showing 

the data p o i n t s determine a p r e t t y good e s t i m a t i o n of what 

the u l t i m a t e recovery would be through t h i s u n i t using t h i s 

data and not c o l l e c t i n g any more data. 

The f i t i s a p r e t t y good amount of data and 

approximates what we t h i n k the u l t i m a t e recovery w i l l be 

w i t h the c u r r e n t developed area. 

Q. And what i s t h a t recovery w i t h the c u r r e n t 

developed area? 

A. I t ' s around 3 TCF where i t crosses the 

STEVEN T. BRENNER, CCR 
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abandonment P/Z l i n e of 130, t h a t red d o t t e d l i n e . 

Q. What s o r t of recovery f a c t o r s do you have i n the 

u n i t ? 

A. This t o t a l u n i t recovery f a c t o r y i s — I'm s o r r y , 

f a c t o r , i s around 65 percent, which t o my understanding i s 

a p r e t t y reasonable recovery f a c t o r f o r a dry gas 

r e s e r v o i r . 

Q. Now, Mr. J a r r e l l , since the model t h a t Amoco i s 

using p r e d i c t s r a t e s , reserves and pressures, do you need 

the amount of data on a po i n t - f o r w a r d basis t h a t you have 

needed i n the past t o make informed decisions about 

r e s e r v o i r performance? 

A. No, we don't t h i n k we do. The data we've 

c o l l e c t e d was u s e f u l i n p u t t i n g together the r e s e r v o i r 

model we have. The r e s e r v o i r model, p o i n t - f o r w a r d , I 

t h i n k , j u s t needs t o be fine-tuned w i t h a q u a l i t y s e l e c t i o n 

p o i n t s of w e l l s t o corroborate i t s p r e d i c t i o n s of 

bottomhole pressures. 

We have other t h i n g s t o corroborate the model, of 

course, i s production, which we obviously w i l l continue t o 

get a measurement of production r a t e s and volumes. And 

w i t h those pieces of data I t h i n k we can s t i l l improve the 

model's a b i l i t y t o p r e d i c t and our confidence i n t h a t 

model. 

Q. I s what you're requesting, i n e f f e c t , the optimum 
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l e v e l of a d d i t i o n a l data needed t o continue t o manage t h i s 

r e s e r v o i r ? 

A. That's c o r r e c t . I t ' s a matter of cost versus 

b e n e f i t . You know, obviously i t costs us and the State 

money t o take t h i s amount of data, and we're l o o k i n g f o r 

t h a t compromise. 

Q. When you run these t e s t s on 12 w e l l s , as we're 

proposing, and you see d e v i a t i o n from t h i s P/Z curve, what 

would happen i n t h a t circumstance, should t h a t occur? 

A. My — My expectation i s t h a t as we sample these 

12 key w e l l s each year and took the 72-hour pressure 

bui l d u p t e s t s , we would compare those t o what the model 

says those i n d i v i d u a l w e l l pressures should be. And i f 

those deviated s i g n i f i c a n t l y , then we would have reason t o 

t h i n k the model needed t o be fin e - t u n e d . 

I f t h a t continued t o be a p a t t e r n , we would want 

t o take more data i n more w e l l s . So we're not being 

s t e a d f a s t t o the recommendation today fo r e v e r and f o r — 

and not t o be f l e x i b l e . We're going t o be f l e x i b l e w i t h 

what data we need. 

Q. And t h a t data would be reported t o the O i l 

Conservation D i v i s i o n ? 

A. Absolutely. 

Q. And the D i v i s i o n , under your proposal, would 

s t i l l have the requirements — or the a u t h o r i t y t h a t i t 
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always has, t o r e q u i r e a d d i t i o n a l t e s t i n g under Rule 402, 

should the i n f o r m a t i o n t h a t i s reported t o them be 

i n c o n s i s t e n t f o r what you're p r e d i c t i n g on t h i s p a r t i c u l a r 

P/Z curve; i s t h a t r i g h t ? 

A. That's c o r r e c t . 

Q. And Amoco i s not opposed here today t o doing any 

t e s t i n g t h a t ' s needed t o p r o p e r l y monitor t h i s r e s e r v o i r or 

make informed decisions. I t i s j u s t asking f o r an 

exemption from what has become unnecessary t e s t i n g w i t h i n 

the Bravo Dome u n i t ? 

A. That's c o r r e c t . 

Q. And we're here today making t h i s recommendation, 

but we're f l e x i b l e i n terms of the number of t e s t s t h a t 

need t o be run i f , i n f a c t , as the data comes i n i t appears 

t h a t these w e l l s are, i n f a c t , d e v i a t i n g from the curve 

t h a t we've presented here; i s t h a t r i g h t ? 

A. That's r i g h t . 

Q. W i l l other owners i n the u n i t be able t o use the 

i n f o r m a t i o n from t h i s model? 

A. Yeah, we would make a v a i l a b l e the pressure 

p r e d i c t i o n s . 

Q. The r e s u l t s would be made a v a i l a b l e t o anyone who 

needed them? 

A. Yes. To me, t h a t — 

Q. You can't release — 
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A. I'm sorr y . To me, t h a t — 

Q. You can't release the model, but you would give 

them the r e s u l t s ? 

A. That's c o r r e c t , because i n our e s t i m a t i o n i t 

would be a f a i r r e p r e s e n t a t i o n of what the bottomhole 

pressures a c t u a l l y would be over time because of our 

confidence i n the model's a b i l i t y t o p r e d i c t . 

Q. Let's go t o E x h i b i t Number 6. What i s t h i s ? 

A. E x h i b i t Number 6 i s a production d e c l i n e , a 

producti o n p l o t of Bravo Dome u n i t , the e n t i r e u n i t , using 

a c t u a l data from 1984 through 1996, w i t h p r o j e c t e d data 

p o i n t - f o r w a r d . 

What t h i s e x h i b i t i l l u s t r a t e s i s , i f I were t o do 

a d e c l i n e curve analysis on t h i s r e s e r v o i r t o get the same 

3 TCF the P/Z p l o t provides, you would have t o back i n t o an 

exponential d e c l i n e r a t e , and t h i s one i s about 8.5 

percent. 

Q. And t h i s i s the same dec l i n e u t i l i z e d i n the 

model? 

A. Right. The — That de c l i n e r a t e i s the same one 

t h a t the model p r e d i c t s . So I'm t r y i n g t o show the 

accurateness and the confidence we have i n the model, so 

t h a t i t shows the same ki n d of r a t e s , reserves and 

pressures t h a t we've been measuring and t h a t we expect t o 

get i n the f u t u r e . 
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Q. Let's go t o E x h i b i t Number 7. Could you e x p l a i n 

what t h i s e x h i b i t i s and what i t ' s designed t o show? 

A. Yeah, I can. Before I do t h a t , I ' d l i k e t o make 

a comment about the past — the past two or thr e e e x h i b i t s . 

A l l t h i s recovery and de c l i n e i s j u s t using p o i n t 

forward production i n e x i s t i n g w e l l s . This i s n ' t a 

p r e d i c t i o n t h a t we don't have other f u r t h e r development 

plans f o r the u n i t , because we do. So I j u s t want t o make 

sure t h a t ' s not a misconception or i n t e r p r e t a t i o n of these 

e x h i b i t s . I t ' s j u s t t a k i n g — 

Q. Now, when we t a l k about 3 TCF, we're t a l k i n g 

about what i s c u r r e n t l y developed --

A. That's c o r r e c t . 

Q. — w i t h i n the u n i t ? 

A. Correct. 

Q. A l l r i g h t . Let's go t o E x h i b i t Number 7. 

A. E x h i b i t Number 7 i s pressure data output from our 

model. I've picked a time reference here, when we had t h i s 

data l a s t produced, August of 1995. 

I t ' s produced on a g r i d . I f you look a t i t , i t 

looks s i m i l a r t o a layout of Bravo Dome u n i t i n the 

developed area. Okay, so you're seeing those areas t h a t I 

cha r a c t e r i z e d as nor t h of the f a u l t , south of the f a u l t and 

Leg 8. Leg 9 i s missing because i t wasn't developed a t the 

time we put t h i s together. 
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What t h i s i s showing i s the pressure d e v i a t i o n s 

of what the model p r e d i c t e d a t t h i s — on t h i s very day, 

versus what we've a c t u a l l y measured on t h a t day f o r the 

w e l l s . And i t ' s showing t h a t w e l l over 85 percent of the 

w e l l s sampled there were w i t h i n plus or minus 5-percent — 

I'm s o r r y — t h a t ' s r i g h t , plus or minus 5-percent pressure 

of what the a c t u a l pressure reading was. 

I t ' s t o e x h i b i t our confidence i n the model's 

a b i l i t y t o be f a i r l y accurate on a regional-wide basis. 

Q. And so b a s i c a l l y t h i s j u s t confirms t h a t the data 

you get from the model i s consistent w i t h — i n most areas, 

w i t h i n 5 percent of what you get by a c t u a l l y going out 

th e r e and t e s t i n g ; i s n ' t t h a t correct? 

A. That's c o r r e c t . 

Q. I n f a c t , some of the variances may be a r e s u l t of 

t e s t i n g , not the model; i s n ' t t h a t r i g h t ? 

A. That's t r u e . 

Q. Let's look a t E x h i b i t Number 8. Can you e x p l a i n 

what t h i s i s ? 

A. Yes, E x h i b i t Number 8 i s the f i s c a l r e s u l t s of 

our c u r r e n t t e s t i n g process, f i r s t of a l l , we're proposing. 

I f I could draw your a t t e n t i o n t o the top s t a r 

t h e r e where i t says the cu r r e n t t e s t i n g process, which i s 

annual on every w e l l , as I s t a t e d . . . . 

Before we focus on the numbers, I j u s t want t o 
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p o i n t out, we s e l l every MCF of gas we can. The market's 

t h e r e , we're producing a t near production capacity. We're 

i n a market where s e l l i n g every MCF we can i s very 

important. We don't have any w e l l s shut i n — or r e a l l y 

don't t h i n k we can a f f o r d the luxury of having w e l l s shut 

i n any time t h a t we a b s o l u t e l y don't need t o have them shut 

i n . 

So the c u r r e n t t e s t i n g process of having every 

w e l l shut i n every year i s equivalent t o having one w e l l 

shut i n f o r the e n t i r e year. So i t ' s l i k e l o s i n g a w e l l . 

So the numbers I've generated here i s showing the 

r e s u l t of having one w e l l ' s production l o s t f o r the e n t i r e 

year, which i s about a m i l l i o n cubic f e e t per day, j u s t on 

average. 

Obviously, t h a t production produces s t a t e t a x and 

r o y a l t y , and I'm showing i n the year 1997, i f we could take 

a t e s t i n every w e l l , t h a t ' s a l o s t revenue t o the State of 

about $14,000. And over t o the r i g h t , t h a t ' s a l o s t 

revenue t o the u n i t working i n t e r e s t owners of about 

$62,000. 

And then I go on t o show what t h a t loss i s over 

the next t e n years. That's approximately $104,000 t o the 

s t a t e and around $437,000 t o the working i n t e r e s t owners, 

due a l l t o l o s i n g t h a t production — 

Q. A l l r i g h t — 
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A. — of the one w e l l . 

Q. — and then i f we look a t the economics on the 

proposed t e s t i n g process, what do they show? 

A. I t shows some reduction i n the impact on the 

s t a t e and the working i n t e r e s t owners, because we're 

proposing we t e s t fewer w e l l s . 

However, we're also proposing — There would be 

added cost t o the way we would l i k e t o take t e s t s , and t h a t 

w i t h a bottomhole pressure bomb. So t h a t would be added t o 

the cost, t o the deferred production cash f l o w cost. 

So the bottom l i n e there a t the bottom i s t h a t 

the savings generated t o the State, t o the working i n t e r e s t 

owners, i s around $94,000 over the next ten years t o the 

State and around $214,000 t o the working i n t e r e s t owners i n 

the u n i t . 

Q. Mr. J a r r e l l , i s n ' t one of the questions we're 

d e a l i n g w i t h here today whether or not the data received 

from the t e s t s i s a c t u a l l y worth the cost being incurred? 

A. That's c o r r e c t , i t ' s a c o s t - b e n e f i t a n a l y s i s . 

You've got t o ask y o u r s e l f , i f you're Joe Blow O i l Company 

and you'd l i k e t o — and you have t o pay $62,000 a year t o 

c o l l e c t pressure data, and do you use those data f o r any 

s i g n i f i c a n t value, you've got t o weigh those d i f f e r e n c e . 

Q. I s i t your opinion t h a t not only w i l l savings be 

a f f e c t e d by approval of t h i s recommendation but, i n f a c t , 
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the i n f o r m a t i o n obtained w i l l be as good or not b e t t e r ? 

A. That's c o r r e c t . 

Q. What conclusions g e n e r a l l y have you reached from 

your review of the D i v i s i o n ' s s h u t - i n w e l l t e s t i n g 

requirements as these requirements r e l a t e t o Bravo Dome? 

A. I n general, I believe they're, f o r our purposes 

of p r u d e n t l y operating the u n i t , we t h i n k they're excessive 

i n the regard t h a t i t ' s more data than we t h i n k we need t o 

adequately understand how these w e l l s deplete and how t o 

f u r t h e r develop the u n i t . 

We do agree there's data we do need t o continue 

t o c o l l e c t , bottomhole pressure data, and we want t o do 

t h a t . But we're also — r e a l i z e t h a t t h e r e are some cost 

savings t o be derived by changing the process as w e l l , and 

t h a t b e n e f i t s the State and the working i n t e r e s t owners. 

Q. Are there other operators i n the are who would be 

a f f e c t e d by t h i s recommendation? 

A. Yes. To my knowledge, the only operator i n t h i s 

pool was Amerada Hess. 

Q. And have you reviewed t h i s proposal w i t h 

r e p r e s e n t a t i v e s of Amerada Hess? 

A. Yes, I have. 

Q. I s E x h i b i t Number 9 a copy of a l e t t e r received 

from Amerada Hess i n which they waive t h e i r o b j e c t i o n t o 

the c u r r e n t proposal? 
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A. I t i s . 

Q. Now, Mr. J a r r e l l , i f t h i s proposal i s approved by 

the D i v i s i o n , how do you, i n f a c t , recommend t h a t i t 

a c t u a l l y be implemented? 

A. We'd be glad t o w r i t e an amendment t o the c u r r e n t 

r u l e t o the e f f e c t i t exempts Amoco from r e q u i r i n g every 

w e l l — r e q u i r i n g Amoco t o take surface pressure t e s t s on 

every w e l l every year. 

We p r e f e r some language t h a t s t a t e s t h a t Amoco 

should take 72-hour bottomhole pressure t e s t s a t about 12 

key w e l l s each year i n the curr e n t developed area of the 

u n i t and t h a t we would make t h a t data a v a i l a b l e t o the 

State, of course, t o the s i m i l a r forms i n which we r e p o r t 

data t o the State, and t h a t we would — I also wanted t o 

p o i n t out t h a t we've already taken f i v e t e s t s t h i s year and 

t h a t , you know, as we continue t o develop w e l l s and work 

over w e l l s and have w e l l s down f o r various reasons, and 

w i t h those w e l l s are down or — you know, we p r e f e r t o take 

the data because i t ' s — we're not saying the data i s 

useless. We'll take i t i f i t ' s , quote, unquote, f r e e , i f 

the w e l l ' s already down f o r some reason. We'll take those 

w e l l s ' t e s t s and submit them t o the State as w e l l . 

So i t w i l l be more than 12 w e l l s i n a p r a c t i c a l 

sense of how much surface data and bottomhole pressure data 

t h a t we'd be c o l l e c t i n g and sending t o the State. 
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Q. Would Amoco be w i l l i n g t o , e a r l y each year, by a 

set date, provide a l i s t of the w e l l s t o the D i v i s i o n , 

w e l l s i n which they plan t o conduct the 72-hour s h u t - i n 

pressure t e s t s ? 

A. Yeah, we'd be glad t o l e t the State take a look 

a t the w e l l s we're proposing t o t e s t . I don't expect t h a t 

they would change each year, but i f they d i d we'd provide 

t h a t t o the State f o r t h e i r approval. 

Q. So t h a t they could then approve them, so t h a t i f 

they f e l t t h ere was — a d d i t i o n a l w e l l s or other w e l l s t h a t 

ought t o be t e s t e d , t h a t they would be engaged i n t h a t 

dialogue w i t h Amoco before the t e s t i n g commenced d u r i n g any 

one-year p e r i o d of time? 

A. That's c o r r e c t . 

Q. And the r e s u l t s of a l l these t e s t s w i l l be 

rep o r t e d t o the D i v i s i o n as they are now on Form C-125 

under your proposal; i s t h a t r i g h t ? 

A. That's c o r r e c t . 

Q. Mr. J a r r e l l , i n your opinion, w i l l approval of 

t h i s A p p l i c a t i o n be i n the best i n t e r e s t s of conservation, 

the prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. Were Amoco E x h i b i t s 1 through 9 e i t h e r prepared 

by you or compiled under your d i r e c t i o n ? 
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A. They were. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of Amoco E x h i b i t s 1 

through 9. 

EXAMINER STOGNER: E x h i b i t s 1 through 9 w i l l be 

admitted i n t o evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. J a r r e l l . 

EXAMINER STOGNER: Mr. Bruce? 

MR. BRUCE: I j u s t have one t h i n g , Mr. Examiner. 

EXAMINATION 

BY MR. BRUCE: 

Q. I ' d l i k e t o hand Mr. J a r r e l l what's been marked 

Amerada E x h i b i t 1. I t h i n k i t ' s probably s i m i l a r forms t o 

h i s E x h i b i t 9. 

Mr. J a r r e l l , t h i s l e t t e r from Amerada says i t 

doesn't o b j e c t t o your request, provided i t only a p p l i e s t o 

the c u r r e n t l y d r i l l e d and producing w e l l s i n the Amoco-

operated Bravo Dome u n i t . 

Does Amoco have an o b j e c t i o n t o t h a t s t i p u l a t i o n 

i n the order? 

A. I j u s t want t o be cl e a r before I answer t h a t . 

I t ' s our hope and expectation t h a t any f u r t h e r w e l l s t h a t 

are developed w i t h i n the curr e n t developed area, such as 

i n f i l l w e l l s , we're not expecting t o take annual 24-hour 
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s h u t - i n pressure t e s t s on those w e l l s . 

Outside the curr e n t developed area, we're open t o 

those w e l l s s t i l l f o l l o w i n g w i t h i n the c u r r e n t r u l e s 

g u i d e l i n e s . 

Q. Okay, I j u s t wanted t o c l a r i f y . I t h i n k t h a t ' s a 

l i t t l e d i f f e r e n t than what the l e t t e r says. 

A. I t i s a l i t t l e d i f f e r e n t , and t h a t ' s why I wanted 

t o c l a r i f y . 

MR. BRUCE: I don't have anything f u r t h e r a t t h i s 

t ime, Mr. Examiner. 

EXAMINER STOGNER: Mr. Bruce. 

MR. CARROLL: Mr. Bruce? 

MR. BRUCE: Yes. 

MR. CARROLL: What's Mr. Mendenhall's t i t l e w i t h 

Amerada Hess? 

MR. BRUCE: He i s an engineer, I b e l i e v e , an 

engineering r e p r e s e n t a t i v e , and I am g e t t i n g the o r i g i n a l 

of t h i s , and I w i l l submit i t t o you today. 

I have nothing f u r t h e r . 

EXAMINER STOGNER: Thank you, Mr. Bruce. 

I b e l i e v e Mr. Roy Johnson, D i s t r i c t 4 Supervisor, 

has some questions a t t h i s time. 

EXAMINATION 

BY MR. JOHNSON: 

Q. Mr. J a r r e l l , have the working i n t e r e s t owners of 
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the u n i t been apprised of t h i s A p p l i c a t i o n ? 

A. Not a l l of them, no. 

Q. Okay. Are you o b l i g a t e d t o do so by the u n i t or 

the o p erating agreements? 

A. I'm not sure I know the answer t o t h a t . 

Q. Okay. Could you please e x p l a i n t o the Examiner 

how Amoco takes t h e i r annual s h u t - i n pressure t e s t s , 

wellhead c o n f i g u r a t i o n s — 

A. Yeah. 

Q. — a l l the way down? 

A. I sure w i l l . Our annual pressure t e s t s are taken 

w i t h the equipment t h a t ' s c u r r e n t l y on the w e l l ' s 

automation system. 

There i s a pressure sensor a t the wellhead, and 

these w e l l s are shut i n through a remote s h u t - i n device 

t h a t closes o f f the w e l l ' s production c a p a b i l i t y downstream 

of the wellhead, and the automation system s t a r t s the clock 

a t the time i t shuts i t i n and counts a 24-hour p e r i o d and 

measures t h a t pressure p o i n t w i t h t h a t remote wellhead 

sensor a t t h a t time, and t h a t i s the pressure t h a t we 

c o l l e c t and r e p o r t on the forms t o the s t a t e . 

Q. Okay. So b a s i c a l l y a l l t h i s can be done w i t h i n a 

room t h a t has the computer l i n k e d t o a l l the w e l l s ; i s t h a t 

c o r r e c t ? 

A. That's c o r r e c t . 
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Q. Okay. What are the manpower requirements on 

t h i s ? 

A. Very minimal. 

Q. Yeah. 

A. I don't t h i n k we've s t a t e d there's been any 

s i g n i f i c a n t costs associated w i t h t a k i n g the t e s t s other 

than j u s t the l o s t production. 

Q. Okay, so b a s i c a l l y what you're r e f e r r i n g here i n 

your l o s t cash flow, l o s t production, these numbers j u s t 

r e l a t e t o the l o s t production as f a r as going through the 

sales meter of the plant? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Has Amoco looked a t an eight-hour t e s t versus a 

24-hour t e s t ? I f so, what are the s u b s t a n t i a l d i f f e r e n c e s 

between the two? 

A. I t depends on what your i n t e n t of the data i s . 

I've looked a t an eight-hour t e s t and I get pressure 

readings, but I couldn't t e l l you i f they're meaningful i f 

you're t r y i n g t o estimate bottomhole pressure from t h a t 

data, i f t h a t ' s what you're asking. 

Q. Well, t h a t ' s — I don't b e l i e v e the i n t e n t of the 

Rule 4 02 i s f o r a bottomhole pressure. I t ' s f o r s h u t - i n 

t u b i n g pressure, but not... 

A. Well, i t c l e a r l y s t a t e s t h a t ' s where you take the 

pressure; I'm j u s t not c l e a r l y — I'm not c l e a r what the 
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i n t e n t of the use of t h a t data i s f o r . I assume i t ' s t o 

understand what the bottomhole pressure i s . The State's 

r u l e doesn't say why i t wants the data; i t j u s t says 

c o l l e c t i t . 

So I'm t r y i n g t o understand, i f I can answer your 

question c o r r e c t l y about the eight-hour pressure data. 

Q. Well, l e t me rephrase the question. I s an e i g h t -

hour t e s t w i t h i n a c e r t a i n parameter, say t e n pounds, of a 

24-hour pressure t e s t ? 

A. I t v a r i e s from w e l l t o w e l l , obviously, because 

they have the d i f f e r e n t d e l i v e r a b i l i t i e s and d i f f e r e n t 

pressures. 

I d i d scan a few w e l l s t o look a t whether t h a t 

would be a reasonable way t o c o l l e c t pressure data, again 

assuming t h a t I'm using i t t o t r y and estimate bottomhole 

pressure. 

The w e l l s t h a t I saw had a — i t was about a 50-

percent d i f f e r e n c e , almost l i n e a r , from the e x i s t i n g 

f l o w i n g pressure t o the s h u t - i n wellhead pressure of 24 

hours. 

So i f I was t o shut i t i n four 12 hours, f o r 

instance, the data I saw roughly was about h a l f the 

pressure d i f f e r e n c e . 

Q. About h a l f ? 

A. Yes, s i r . Again, i t v a r i e s from w e l l t o w e l l . 
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Some w e l l s , i f they're very t r a n s m i s s i b l e , you know, they 

w i l l meet s t a b i l i z e d wellhead pressure very q u i c k l y . I f 

they're not very t r a n s m i s s i b l e i t takes a w h i l e f o r t h a t 

wellhead pressure t o s t a b i l i z e a t a pressure — I t could 

take t h r e e days, four days. 

Q. Okay. Have you reviewed a l l the bottomhole 

pressure data f o r the e n t i r e u n i t and areas even outside of 

the u n i t ? 

A. I have not reviewed the data outside the u n i t , 

now. 

Q. How about w i t h i n the u n i t ? 

A. Wi t h i n the gathering system area, I've looked a t 

a l l of the surface pressure data t h a t we c o l l e c t . I 

haven't reviewed a l l the bottomhole pressure data t h a t ' s 

been c o l l e c t e d . 

Q. So you wouldn't know i f t h i s r e s e r v o i r was i n 

e q u i l i b r i u m where the pressure on one side i n a producing 

area i s going t o be equivalent t o what i t i s over on the — 

say the west side of the u n i t ? 

A. I f you're t a l k i n g about the f a r west side versus 

the c u r r e n t developed area, no, I haven't performed t h a t 

study, I don't know what the pressure d i f f e r e n c e s are. I 

know what they were when the r e s e r v o i r was i n i t i a l l y 

developed and there were wide d i f f e r e n c e s i n i n i t i a l 

bottomhole pressure. 
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Q. Okay. Are you f a m i l i a r w i t h Amoco's endeavor 

l a s t year on t h e i r Bueyeros Com Number 1 well? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the geologic concept of i t ? 

A. Yes, I am. 

Q. I s i t possible f o r you t o t e l l the Examiner of 

t h i s ? 

A. I t i s . I ' d r a t h e r not, because i t ' s p r o p r i e t a r y 

and we're — I t ' s r a t h e r t i g h t . I f you can elaborate on 

how i t has bearing on t h i s , I ' l l be glad t o give you what 

data — 

Q. Well, b a s i c a l l y , the bearing i s t h a t when you 

move t o the west side of the u n i t the pressures are nowhere 

near what they are i n the producing area. 

A. I agree. 

Q. You also run i n t o not only a d i f f e r e n t u n i t 

agreement, but you s t a r t running i n t o a r a t h e r l a r g e , 

s u b s t a n t i a l lease out there t h a t separates the two u n i t s 

and also several ranches t h a t the r o y a l t y i n t e r e s t owner i s 

not i n the Bravo Dome u n i t . 

And as a mechanism f o r r e s e r v o i r engineering, 

these pressure datas, whether i t be t u b i n g or bottomhole 

pressure, are very, very important as f a r as c o r r e l a t i v e 

r i g h t s are concerned. 

A. Agreed. 
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Q. And what — By the way your A p p l i c a t i o n reads, 

you want t h i s exemption t o be over the e n t i r e u n i t , over 

900,000 acres, i s the way I read i t , where when you s t a r t 

g e t t i n g o f f t o the p e r i p h e r i e s of the u n i t , the pressures 

s t a r t changing, the r o y a l t i e s s t a r t changing, and 

c o r r e l a t i v e r i g h t s are an issue. And t o have a complete, 

t o t a l exemption on s h u t - i n pressure t e s t s , we w i l l be 

s t a r t i n g t o forego our i n t e g r i t y on our data. Would you 

agree w i t h t h a t ? 

A. I t h i n k I said e a r l i e r , our i n t e n t i s t o get t h i s 

exemption w i t h i n the cur r e n t developed g a t h e r i n g system of 

the u n i t , per Amerada Hess's question about g e t t i n g 

c l a r i f i c a t i o n on where we're t r y i n g t o get exemption. 

I'm not seeking t o exempt w e l l s outside the 

c u r r e n t gathering area t h a t we plan t o d r i l l f u r t h e r . At 

t h i s time we don't produce any w e l l s , nor have plans t o 

produce any w e l l s , outside the c u r r e n t developed area 

w i t h i n the u n i t i z e d i n t e r v a l . 

Q. You have two w e l l s on the western side of Bravo 

Dome c u r r e n t l y now t h a t are — 

A. I'm so r r y , except f o r those two w e l l s . I'm 

so r r y , t h a t ' s c o r r e c t . 

Q. To get back t o t h i s Bueyeros Com Number 1 of 

yours, i f — F i r s t l e t me say I t h i n k t h a t ' s an 

outstanding, gutsy move on Amoco's p a r t , t o do what they 
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d i d out th e r e . But i f t h a t geologic model proves t r u e , 

then those pressure t e s t s a l l along t h a t f a u l t are going t o 

be h i g h l y c r i t i c a l . 

A. I agree. Our i n t e r p r e t a t i o n of t h a t i s not 

w i t h i n the u n i t , so t h a t would not f a l l w i t h i n the — 

MR. JOHNSON: I beli e v e there's some argument t o 

t h a t from some of the other working i n t e r e s t owners, but... 

Mr. Examiner, t h a t ' s a l l I have. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: That concludes our p r e s e n t a t i o n . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. What would — What do you propose the c r i t e r i a t o 

be on these — I believe these 12 t e s t w e l l s , or would they 

change? 

A. We t h i n k i t would be wise t o use the same w e l l s , 

j u s t so you'd reduce the amount of v a r i a b l e s t h a t could 

change from one w e l l t o the other on c o l l e c t i n g data. 

The c r i t e r i a would be — As I said e a r l i e r , what 

we shoot f o r i s about three w e l l s i n each of these f o u r 

regions of the u n i t , which are — have d i f f e r e n t p o r o s i t y 

and development time-frame perio d . 

So f a c t o r s would be the range of p o r o s i t y these 

u n i t s , these w e l l s , would have, when they were developed, 

you know, whether i t ' s an e a r l y - l i f e w e l l or a l a t e - l i f e 
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w e l l , and whether i t ' s n o r t h or south of the f a u l t . That 

covers the c r i t e r i a being i n each of these d i f f e r e n t areas. 

Other than t h a t , I t h i n k we're going t o be p r e t t y 

f l e x i b l e . We obviously want t o have some w e l l s t h a t 

penetrate a l l the horizon, t h a t don't make water, so we can 

maintain the i n t e g r i t y of the bottomhole pressure data and 

not be complicated w i t h water buildup i n the w e l l b o r e . 

That would be another c r i t e r i a . 

Q. Should any other c r i t e r i a be u t i l i z e d ? 

A. I can't t h i n k of any a t t h i s time. 

Q. You've e s s e n t i a l l y s t a t e d more of an engineering 

type of c r i t e r i a , and even the ones you've t o l d me seem t o 

be somewhat enhancing the in f o r m a t i o n . 

Those t h a t d i d n ' t produce water, would they give 

me some other i n d i c a t i o n s , perhaps? Would they g i v e me a 

f a l s e reading i f I took an average, j u s t w e l l s t h a t d i d n ' t 

produce water? 

A. I'm not sure i f I understand your question. 

You're saying i f I took these t e s t s i n w e l l s t h a t produced 

water, would t h a t compromise — 

Q. Yeah, would the water production have any bearing 

on these pressure tests? 

A. I t h i n k they would, yeah. I ' d have t o — I ' d 

j u s t have t o account f o r i t . You know, we have t o know how 

much water head b u i l t up i n the r e s e r v o i r and f a c t o r t h a t 
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i n t o t r y i n g t o understand what the i n t e r p r e t a t i o n would be 

t h a t we're a f t e r , and t h a t i s , what i s the average 

r e s e r v o i r pressure, and the bottomhole s t a b i l i z e d pressure 

f o r each w e l l . 

Q. You've got t o f o r g i v e me, here. I mean, I'm used 

t o d e a l i n g w i t h micro-type s t u f f . I t h i n k you were here a t 

the l a s t hearing where bottomhole pressure had e v e r y t h i n g 

t o do w i t h the case — 

A. Yeah. 

Q. — on a small, i n d i v i d u a l type of basis. And 

t r y i n g t o s h i f t t o a macro type of t h i n k i n g i s a l i t t l e b i t 

d i f f i c u l t f o r me here. 

And t h a t does concern me, what Mr. Johnson had 

brought up, c o r r e l a t i v e r i g h t s issue. I f pressures were 

v a r i e d between w e l l s , even i n one of these l i t t l e areas 

where th e r e was some discrepancies i n the p r o r a t i o n u n i t , 

whether i t was 100 percent i n the u n i t or t h e r e was some 

variances outside of i t , how would you account f o r t h a t , or 

should t h a t be some c r i t e r i a i n there also t h a t would 

account f o r those? 

A. You're speaking about areas outside the u n i t . I f 

you're t r y i n g t o — 

Q. No, I'm speaking about areas i n s i d e of the u n i t . 

Are you t e l l i n g me you've got 100-percent p a r t i c i p a t i o n and 

r a t i f i c a t i o n i n the whole u n i t ? 
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A. No, we don't, there are some u n r a t i f i e d — 

Q. Okay, now, you know what a p r o r a t i o n u n i t i s 

then? 

A. Yes. 

Q. Okay. And these — How are these i n t e r e s t owners 

handled i n a p r o r a t i o n u n i t t h a t haven't r a t i f i e d t he u n i t ? 

Are they kept separately j u s t f o r t h a t p r o r a t i o n u n i t ? 

A. I b e l i e v e u n i t s t h a t haven't been r a t i f i e d get 

paid on the amount of production t h a t ' s metered o f f each 

w e l l . 

Q. Okay. So there again, we're t a l k i n g about 

metered w e l l data — 

A. Correct. 

Q. — or — volumes and everything. Would i t be 

prudent not t o also have i n f o r m a t i o n p e r t i n e n t t o t h a t w e l l 

t o meet the c r i t e r i a f o r r u l e s and r e g u l a t i o n s f o r t h a t 

p a r t i c u l a r w e l l t h a t ' s handled d i f f e r e n t than what a l l u n i t 

w e l l s are? 

A. I t gets i n t o e x a c t l y what data you need t o make 

t h a t d e c i s i o n , and I t h i n k you're asking, i s pressure data 

also r e q u i r e d and prudent t o c o l l e c t t o do the r i g h t t h i n g 

f o r a l l p a r t i e s included f o r drainage purposes? 

That's where we f e e l l i k e our r e s e r v o i r model 

adequately understands and p r e d i c t s what the pressures and 

r a t e s of recoveries w i l l be on every w e l l , not j u s t the 
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e n t i r e u n i t . So I would r e l y on t h a t model f o r t h a t k i n d 

of i n f o r m a t i o n . 

I t ' s my understanding c u r r e n t l y , you know, what 

our o b l i g a t i o n i s , i s t o prudently and e f f e c t i v e l y d r a i n 

t h i s r e s e r v o i r , and t h a t we don't offend any p a r t i e s i n 

doing t h a t . So the ones t h a t are not r a t i f i e d , what we do 

r i g h t now, of course, i s meter the production t h a t i s on 

t h e i r lease, and t h a t ' s how they're paid. 

Q. These f i g u r e s on E x h i b i t Number 8 represent the 

loss of revenues f o r these t e s t s . 

Do you have any s i m i l a r type of f i g u r e s t h a t 

represent a c t u a l loss of — whenever, say, systems or w e l l s 

are down or shut i n f o r mechanical problems? Do you have 

any percentage of what kind of production or what k i n d of 

f i g u r e s are l o s t due t o t h a t k i n d of a s h u t - i n , a 

mechanical shut-in? 

A. Yes, we've looked at w e l l s t h a t were shut i n — 

and i t would be shut i n f o r the same reasons, the same way, 

the w e l l ' s down and not producing any r a t e out of i t 

whatsoever, whether we shut i t i n at the surface or i t ' s 

down f o r , as you say, mechanical reasons. For instance, 

say, a compressor goes down. We may go shut i n a l l the 

w e l l s feeding those compressors. 

We've looked a t the production r a t e from those 

w e l l s , and what we've seen i s t h a t w e l l s t h a t have been 
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down, say, f o r instance, f o r a whole day, an e n t i r e 24-hour 

p e r i o d , when we b r i n g them back on production, there's a 

s l i g h t increase i n production the next day, but i t f a l l s 

o f f very q u i c k l y and does not come close t o making up f o r 

the r a t e l o s t the day i t was down, p r i m a r i l y because of 

backpressure considerations i n the gat h e r i n g system. We 

j u s t can't p h y s i c a l l y move t h a t e n t i r e volume of r a t e l o s t 

t h a t date through the system the next day or the day a f t e r 

t h a t . 

Q. Does i t happen a l o t out there? 

A. Wells going down, does t h a t happen a l o t ? 

Q. Yes. 

A. I wouldn't say a l o t , no. 

Q. But i t does happen? 

A. P r i m a r i l y when we get power i n t e r r u p t i o n s or 

customer demand goes down. 

I t ' s very r a r e t h a t the w e l l s go down f o r a 

mechanical reason i n and of themselves, because they're 

p r a c t i c a l l y mechanical-free; you're j u s t f l o w i n g gas w e l l s . 

FURTHER EXAMINATION 

BY MR. JOHNSON: 

Q. How o f t e n does your gathering system go down? 

The legs, the nine separate legs? 

A. Well, we get leaks i n gathering systems from 

time, p r i m a r i l y i n the spring and f a l l when the s o i l s t a r t s 
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t o s e t t l e and s h i f t a l i t t l e b i t . 

I don't know t h a t I can quote you a number. But 

as f a r as number of days operated, our run time f o r the 

whole u n i t , i n c l u d i n g a l l the compressor down time, legs 

being down, w e l l s being down, i s about 98 percent. We run 

98 percent of the time. 

EXAMINER STOGNER: Do you ever make arrangements 

when a w e l l i s down t o go ahead and do a s h u t - i n pressure 

t e s t on i t ? 

THE WITNESS: We do. That's the time we t r y t o 

take advantage of our curr e n t o b l i g a t i o n t o take t h a t 

pressure t e s t . 

Q. (By Mr. Johnson) That's why I was r e f e r r i n g t o 

the eight-hour s h u t - i n pressure t e s t , because u s u a l l y when 

the g a t h e r i n g l i n e goes down i t takes e i g h t t o t e n hours t o 

go ahead and replace them. 

A. That's r i g h t . 

Q. And a t l e a s t t h a t data i s b e t t e r than no data. 

A. I would agree because i t ' s j u s t b a s i c a l l y f r e e 

data, r i g h t . The w e l l ' s down, a l l we've got t o do i s t e l l 

the computer system t o c o l l e c t i t , and we've got i t . 

Q. When the system does go down, and because of your 

c o n t r a c t s f o r your C02, do you have t o replace t h a t C02 

from some other source down i n west Texas — 

A. We do. 
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Q. — t o f u l f i l l your contract? 

A. We do. 

Q. And t h a t number i s r e f l e c t e d i n t h i s sheet? 

A. No, I d i d not c a l c u l a t e added costs t o working 

i n t e r e s t owners' needs t o make up c o n t r a c t u a l o b l i g a t i o n s . 

No, t h a t ' s not i n here. 

Q. So b a s i c a l l y , the whole scenario i s , w i t h 362 

we l l s averaging a m i l l i o n a day, you are having t o purchase 

362 m i l l i o n cubic f e e t a day, the way our r u l e s are 

w r i t t e n , t o go ahead and f u l f i l l your c o n t r a c t s i n west 

Texas? Roughly? 

A. Close t o what you said i s r i g h t . I t ' s 

equ i v a l e n t , again, f o r one w e l l being down a l l year. So 

i t ' s a m i l l i o n cubic f e e t a day. For the whole year i t 

would be 360 m i l l i o n cubic f e e t . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm going t o go back t o some sentence i n 

c r i t e r i a , because w i t h what you're proposing I don't 

b e l i e v e — Well, I don't know, l e t me ask you: Has t h i s 

been done i n any other u n i t s than Amoco-operated? I know 

Amoco has a l o t of large gas u n i t s over i n northwest New 

Mexico. Has a s i m i l a r request been granted i n those areas? 

A. The only request t h a t I know i s t h a t they have 

go t t e n exemption — an exemption i n the northwest area on a 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

44 

s i m i l a r r u l e , but f o r a d i f f e r e n t reason. I b e l i e v e 

they're now c o l l e c t i n g data on every w e l l every t h r e e 

years, as opposed t o every year, f o r t h i s p a r t i c u l a r r u l e . 

But I don't t h i n k they proposed key w e l l s being s e t . I 

t h i n k they do every w e l l every three years, as opposed t o 

every year. 

Other than t h a t , I'm not f a m i l i a r , I haven't 

researched whether Amoco does t h i s anywhere else. 

Q. Okay. I f I open the floodgate, i f you w i l l , 

a l l o w i n g t h i s , and then others come i n , what should I look 

a t as f a r as the c r i t e r i a goes f o r a larg e u n i t or a larg e 

area, maybe even a poolwide basis? 

A. I t h i n k you have t o consider how much data has 

been c o l l e c t e d , and t h a t ' s what I've t r i e d t o show w i t h 

some of these e x h i b i t s . We've got 12 years* worth of data 

c o l l e c t e d , and I t h i n k you could use t h a t t o produce a P/Z 

p l o t . 

You need t o see how much have they c o l l e c t e d so 

f a r , and does i t give a f a i r r e p r e s e n t a t i o n of what the 

recovery should be from t h a t w e l l or from t h a t u n i t . I f 

you have confidence i n t h a t character of the d e c l i n e 

nature, the P/Z p l o t , I ' d consider t h a t . 

I f they haven't, i f you don't have a good 

understanding, or an outs i d e r won't have a good 

understanding through the State's data, what the u l t i m a t e 
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recovery would be from the w e l l , I would look a t whether 

they have other ways of e s t i m a t i n g recoveries and pressures 

and r a t e s l i k e our r e s e r v o i r model t h a t we have t h a t ' s 

combined w i t h the gathering system. 

That, i n e f f e c t , takes the place of a c t u a l l y 

measuring the data, but i t ' s i n t e g r a t e d and complicated 

enough and — t h a t i t can p r e d i c t t h a t r a t h e r a c c u r a t e l y , 

and i t can make t h a t pressure data a v a i l a b l e on top of the 

p r o d u c t i o n data t h a t ' s already reported t o the State. Any 

o u t s i d e r could develop recovery p l o t s t h a t they'd probably 

want t o see t o look a t what k i n d of pressure d e p l e t i o n i s 

happening, what k i n d of recoveries would you be g e t t i n g 

from each w e l l and/or u n i t . 

So I don't t h i n k i t ' s a good idea t o wholesale do 

away w i t h the r u l e because, as we s t a t e d , I t h i n k the data 

has been meaningful t h a t we've captured so f a r . But we're 

f a r enough i n m a t u r i t y of the l i f e of the u n i t t h a t ' s 

l o s i n g i t s value. 

Q. How about other issues? I mean, you t a l k e d about 

engineering issues. How about — 

A. Yeah. 

Q. — some of these other u n i t s ? Would I have 

ownership differences? What other c r i t e r i a can you t h i n k 

of I would need t o look at? 

A. I'm not very f a m i l i a r w i t h other u n i t s , I'm s o r r y 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

46 

t o say, throughout New Mexico. I've been working j u s t 

Bravo Dome. 

Obviously, some issues t h a t were brought up 

e a r l i e r as f a r as drainage, i f there's a concern t h a t there 

i s — t h a t o f f s e t operators aren't seeing eye t o eye on 

what the recoveries are on t h e i r i n d i v i d u a l w e l l s or leases 

and t h a t ' s a p o i n t of contention, I t h i n k both p a r t i e s 

probably would want t o have as much and as accurate data as 

pos s i b l e t o make t h e i r case. 

And I t h i n k having s h u t - i n bottomhole pressures 

would be adequate and necessary i n f o r m a t i o n t o t r y t o 

understand drainage i m p l i c a t i o n s . And of course t h a t 

a f f e c t s r o y a l t y owners as w e l l as the less — the people 

who take the l e a s t , the operators. I t h i n k you have t o 

consider t h a t . 

And I t h i n k what we're proposing i s t h a t we f e e l 

l i k e we can address those issues w i t h i n , again, the c u r r e n t 

developed p a r t of the u n i t . 

But i f we had some reason t o t h i n k t h a t t h e r e was 

an issue of what we were d r a i n i n g o f f another lease from an 

o f f s e t operator or someone else t h a t ' s been using t h i s data 

t o b u i l d a case against us or t o s t a t e t h e i r understanding 

of t h e i r w e l l ' s recovery, I'd c e r t a i n l y want t o make sure 

we a l l had the data we need t o make the r i g h t d e c i s i o n s . 

But t h a t ' s the only other c r i t e r i a I can t h i n k 
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o f , of course, i s c o r r e l a t i v e r i g h t s and r o y a l t y owner 

r i g h t s . 

Q. Re f e r r i n g again t o E x h i b i t Number 8, you show i n 

one of the columns State's savings, tax and r o y a l t y . 

A. Yes, s i r . 

Q. How does the State c o l l e c t the r o y a l t y on the C02 

i n the Bravo Dome? 

A. The State i s a r o y a l t y owner i n Bravo Dome. I 

t h i n k you own about 26 percent of the acreage. 

Q. I s t h a t paid out on a volume basis unitwide? 

A. I f I understand your question r i g h t , yeah, you — 

A l l r o y a l t y owners are paid based on t o t a l u n i t volume, 

averaged across what the average t a i l g a t e p r i c e of C02 i s 

at the time i t ' s sold, and you get paid t h a t way, l i k e — 

but -- s i m i l a r t o the f e d e r a l government. They have 

acreage i n the u n i t as w e l l . 

Q. So i t ' s a cost per MCF or a r a t e per MCF t o the 

State, paid t o the State? 

A. That's r i g h t . So f o r instance, assuming the 

average r o y a l t y burden throughout the u n i t i s an e i g h t h and 

the State owns 2 0 percent of the r o y a l t y , you'd f a c t o r t h a t 

times the amount of production t h a t ' s produced, times the 

ei g h t h , times the C02 p r i c e a t the time, and t h a t ' s how I 

come up w i t h p a r t of t h a t value. The r e s t of i t i s the tax 

t h a t you c o l l e c t on t h a t production, severance tax . 
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Q. I s t h a t a standard one-eighth, u n i t w i d e , f o r the 

s t a t e t a x , based on the percentage of s t a t e lands i n the 

u n i t ? 

A. I don't know what the exact number i s . I t ' s 

close t o an e i g h t . 

FURTHER EXAMINATION 

BY MR. JOHNSON: 

Q. Amoco has experienced q u i t e a b i t of l i t i g a t i o n 

on t h i s Bravo Dome u n i t . Has any of t h i s l i t i g a t i o n been 

on c o r r e l a t i v e - r i g h t s issues? 

A. I bel i e v e i t has. Explain c o r r e l a t i v e r i g h t s f o r 

me e x a c t l y . You're t a l k i n g about r o y a l t y owners having 

issues? 

Q. No, not the r o y a l t y owners. I'm b a s i c a l l y 

concerned w i t h drainage. 

A. I don't know t h a t there's ever been a case f o r 

other operators having a — 

Q. How about the working i n t e r e s t owners, as f a r as 

engineering practices? 

A. Not t o my knowledge, no. 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. I'm s t i l l a l i t t l e vague on which w e l l s would be 

chosen. Have you got a l i s t of them t h a t you would choose, 

or how — or would you j u s t submit them, or how would t h a t 
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be included i n the order i f an order i s issued? 

A. What we propose t o do i s t o p i c k those w e l l s or 

show the c r i t e r i a and submit them f o r your approval. And 

our — Again, our expectations, i t would be the same 12 

years again, f o r c o n t i n u i t y of the data, minimizing other 

v a r i a b l e s i n c o l l e c t i n g the data from w e l l t o w e l l . 

And those would be w e l l s , again, as I s t a t e d , a 

s t a t i s t i c a l sampling w i t h i n each of those f o u r areas, three 

i n each. 

So I don't have the w e l l numbers today, but I ' d 

be glad t o provide them t o you. 

Q. Would the data t h a t you p r e s e n t l y have i n s t a l l e d 

i n a l l of the w e l l s t h a t provides t h a t i n f o r m a t i o n from a 

c o n t r o l area, would t h a t be taken out also as a cost 

savings? 

A. I've fa c t o r e d t h a t i n t o our proposed cost 

numbers, the f a c t t h a t we s t i l l expect t o have produ c t i o n 

l o s t from those w e l l s , but we t h i n k t h a t ' s a p r i c e worth 

paying f o r the data t h a t we c o l l e c t . 

I s t h a t your question? 

Q. So those w e l l s , other than the 12 chosen w e l l s , 

would not be — have the capacity, other than s h u t t i n g them 

i n and doing a deadweight t e s t , or something t o t h a t 

e f f e c t , should a pressure — should a bottomhole pressure 

be necessary on w e l l s on a — f o r whatever reason, you 
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would not have t h a t convenience anymore t o get a computer 

readout, as you described? 

A. The w e l l s would s t i l l be capable of t a k i n g t h a t 

i n f o r m a t i o n . 

Q. Well, t h a t ' s what I was asking. So t h a t 

hardware, or whatever i s i n t h a t w e l l t h a t does t h a t , w i l l 

not be taken out? 

A. No, s i r , w e ' l l s t i l l have the c a p a b i l i t y of 

t a k i n g surface pressure readings on each w e l l . That's p a r t 

of our automation system, we need t h a t t o operate the 

u n i t s . I t w i l l s t i l l be there. 

That monitors f l o w i n g t u b i n g pressure. I mean, 

i t ' s j u s t the same equipment t h a t monitors our f l o w i n g 

t u b i n g pressure as i t does i f we shut the w e l l i n a t the 

wellhead. 

Q. Why wouldn't you go ahead and take i t o f f i f 

you're not re q u i r e d t o have i t anymore f o r r e p o r t i n g 

purposes? 

A. We i n s t a l l e d i t f o r our own purposes of 

m o n i t o r i n g f l o w i n g t u b i n g pressure and wellhead pressure, 

w i t h r a t e s . That's meaningful data f o r our model as w e l l . 

Q. So you're going t o c o l l e c t t h i s data anyway? 

A. Not the s h u t - i n pressure data. I may not be 

answering your question c o r r e c t l y . 

What I'm t r y i n g t o say i s t h a t the equipment 
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t h a t ' s on the w e l l s now, we're not proposing t o do away 

w i t h . They monitor pressure at the wellhead whether the 

w e l l i s shut i n or whether i t ' s f l o w i n g . And of course, 

obviously as the w e l l i s f l o w i n g , we're c o l l e c t i n g t h a t 

pressure data. 

What we're not proposing t o do i s shut i n each 

w e l l f o r a 24-hour period every year and c o l l e c t these 

s h u t - i n pressure t e s t s a t the surface. I t ' s the same 

equipment t h a t r e p o r t s t h a t pressure as i t does the f l o w i n g 

t u b i n g pressure, as the w e l l ' s producing. 

Q. So there would be an a b i l i t y out the r e t o e i t h e r 

do an abbreviated Reader's Digest v e r s i o n of a s h u t - i n 

t e s t — 

A. Correct. 

Q. — or some other mechanism, perhaps, a 24-hour 

s h u t - i n t e s t on a t h i r d of the w e l l s every year. That way 

a l l of them would be t e s t e d over a period of thr e e years. 

Of course, t h a t ' s not a 9-percent savings, as you're 

proposing, but a 70-percent savings on a — or a 66-percent 

saving over t h a t year. So t h a t a b i l i t y would s t i l l be 

there? 

A. That a b i l i t y i s there. I guess what one has t o 

ask i s , what do you use the data f o r and what's the value 

of i t ? 

Again, my understanding i s t h a t what's r e a l l y 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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meaningful i s what i s the bottomhole or average r e s e r v o i r 

pressure, and t h a t ' s what you need f o r c o r r e l a t i v e r i g h t s 

and other issues regarding drainage and prod u c t i o n . 

Surface pressure i s a way t o estimate t h a t number and 

c a l c u l a t e t h a t number. 

Q. Uh-huh. 

A. That's — I'm j u s t t r y i n g t o make sure t h a t we're 

g i v i n g the State what i t needs. I f an eight-hour t e s t i s 

what you need, we w i l l s t i l l have the c a p a b i l i t y t o provide 

t h a t . I f we — I f the State requires a t h i r d of the w e l l s 

be t e s t e d every year, w e ' l l s t i l l have the c a p a b i l i t y of 

doing t h a t . 

We're j u s t t e l l i n g you, we're not using t h a t data 

very much from an engineering perspective. 

Q. Well, who else would be using t h a t information? 

You kept r e f e r r i n g t o the State. I t h i n k — I always l i k e 

t o say t h a t you're probably r e f e r r i n g t o the State Land 

O f f i c e , which I do not represent. I'm having t o worry 

about c o r r e l a t i v e r i g h t s w i t h everybody, f e d e r a l , fee, 

everybody. 

So now t h a t we've got t h a t c l e a r , who else would 

use t h i s information? 

A. Well, I ' d have t o speculate again f o r the c u r r e n t 

w e l l s t h a t we're producing, why — what others would use 

t h a t i n f o r m a t i o n f o r . 

STEVEN T. BRENNER, CCR 
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Anybody t h a t ' s i n t e r e s t e d i n the bottomhole or 

average r e s e r v o i r pressure d e p l e t i o n on every w e l l i n t h i s 

u n i t would want t o have access t o t h a t data. Anybody 

t h a t ' s planning t o develop o f f s e t the u n i t or anyone t h a t ' s 

got t h e i r own lease and they want t o d r i l l a w e l l and 

they're t r y i n g t o understand how the r e s e r v o i r behaves, 

they would probably want t o have access t o t h a t 

i n f o r m a t i o n . 

The case we're t r y i n g t o make i s t h a t we t h i n k 

the amount of data t h a t ' s been c o l l e c t e d already gives you 

a p r e t t y good t o o l t o estimate what the recoveries are i n 

every w e l l . I mean, you can develop a P/Z p l o t f o r every 

w e l l out there w i t h a l l the data we've recovered, and t h a t 

shouldn't s u b s t a n t i a l l y change, p o i n t - f o r w a r d . 

Q. I t shouldn't, but i t does a l o t . I mean — 

A. Yeah, i t can. 

Q. -- the preceding case i s a good example t h a t I 

have t o deal w i t h a l l the time. There again, f o r g i v e me, 

I'm used t o deal i n g w i t h a micro- — 

A. I understand. 

Q. — management of an area t h a t has a problem. 

A. We're t a l k i n g about a pool t h a t ' s p r e t t y w e l l 

d e f i n e d , and we've had testimony provided t o t h i s agency 

before t h a t d e l i n e a t e s i n d e t a i l the geologic d e p o s i t i o n of 

t h i s pool and t h i s u n i t , and we've submitted where the zero 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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net pay i s . 

And, again, t r y i n g t o t h i n k , anybody who'd want 

t o abut the u n i t and t r y t o develop — The testimony we've 

provided i n previous hearings shows t h a t the west side of 

the u n i t i s a l l t h a t ' s l e f t , as f a r as t r y i n g t o do 

something outside the u n i t area. 

To the south, t o the east, I t h i n k i f y o u ' l l look 

on E x h i b i t — 

Q. — 2. 

A. — 2, i n our est i m a t i o n , there's j u s t no gas 

th e r e . So we don't f e e l l i k e we're t a k i n g away any 

o p p o r t u n i t i e s f o r f u r t h e r development of t h i s pool on those 

sides. 

On the west side, I t h i n k we've already agreed 

t h a t we're not expecting t o do away w i t h pressure t e s t i n g 

over t h e r e , because i t i s d i f f e r e n t . You know, t h a t ' s an 

area t h a t ' s a l i t t l e more less understood, i t has 

o p p o r t u n i t y f o r development, and I t h i n k everybody should 

share i n whatever data they can get t h e i r hands on t o 

pr u d e n t l y develop t h a t area. 

But i t ' s these four areas I'm speaking of t h a t I 

don't f e e l l i k e we're compromising about t h a t , anything we 

need. 

Q. Okay, when I look at E x h i b i t Number 2, you've got 

these areas defined. There's other w e l l s outside those 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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l i t t l e f o u r areas. Are you proposing t h a t we do a 24-hour 

t e s t on each one of those? I mean, do you — With what you 

give me here, I — 

A. Right, I r e a l i z e i t ' s tough t o see the 

s p e c i f i c s --

Q. No, i t ' s not — Well, yeah, i t i s tough, but 

you've got a bunch of w e l l s — i t looks l i k e there's a 

c e r t a i n amount of percentage t h a t ' s outside of those f o u r 

podded areas, and I guess — What's t o be done w i t h those 

wells? 

A. Well, my understanding i s t h a t the r u l e s f o r 

a c t i v e w e l l s — I don't know what — 

Q. The w e l l s t h a t are shown outside the blue areas 

are not active? 

A. Outside the blue area? 

Q. Yeah. When I say "the blue area", you've got 

a — 

A. I've got a l i g h t — 

Q. — you've got c i r c l e s , four c i r c l e s , Leg 9 — 

A. Oh, I see, yeah. 

Q. -- the area north of f a u l t , area south of f a u l t 

and Leg 8 area. Now, there's a bunch of w e l l s i n between 

those areas. 

A. Okay. Yeah, again, the i n t e n t was a q u a l i t a t i v e 

understanding of the areas. You're r i g h t , t h e r e are w e l l s 

STEVEN T. BRENNER, CCR 
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outside those c i r c l e s . My i n t e n t i s , those w e l l s w i l l be 

p a r t of t h i s exemption, the e x i s t i n g producing w e l l s t h a t 

are i n the gathering system, and t h a t ' s those 300-and-some-

odd w e l l s we've r e f e r r e d t o . 

For instance, i n the blue c i r c l e t h a t says area 

n o r t h of the f a u l t — 

Q. Yeah. 

A. — you see some green l i n e s . That's the 

gat h e r i n g system of Leg 3. And you see some red dots. 

Those w e l l s are also p a r t of what I am r e f e r r i n g t o as the 

c u r r e n t developed u n i t . 

The only producing w e l l s outside the c u r r e n t 

g a t h e r i n g system are two t h a t Mr. Johnson r e f e r r e d t o , t o 

the f a r west t h a t aren't t i e d i n t o our c u r r e n t g a t h e r i n g 

system. There are no other u n i t producing w e l l s . 

Q. I was j u s t t r y i n g t o f i g u r e out what geographical 

area I would u t i l i z e t o say t h i s area would represent — or 

these t h r e e w e l l s would represent t h i s p a r t i c u l a r 

geographical area. 

A. Oh, I'm w i t h you. 

Q. I'm unclear of the d e f i n i t i o n of i t , of which 

w e l l s would be included i n t h a t area. I mean, t h i s i s a 

p r e t t y rough — rough type of an item, and any k i n d of an 

order t h a t allows something l i k e t h a t needs some s o r t of — 

A. Well — 

STEVEN T. BRENNER, CCR 
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MR. CARR: Mr. Stogner, we'd have t o provide you 

w i t h not only an are a l d e s c r i p t i o n but an i d e n t i f i c a t i o n of 

the w e l l s , obviously. 

THE WITNESS: Yes, we would do t h a t . 

EXAMINER STOGNER: For some reason, I see a 

floodga t e coming through, and I've seen durn near 

ev e r y t h i n g . I t even, then, surprises me what I see on a 

day-to-day basis, on what i n f o r m a t i o n i s needed t o p r o p e r l y 

evaluate d i f f e r e n t pools, when you t h i n k i t was a 

homogeneous pool, but yet something happened l i k e i n f i l l 

d r i l l i n g , perhaps, comes i n and a f f e c t s a u n i t area. And 

then a l l the t h i n g s t h a t occur, see d i f f e r e n c e s between the 

f a c t i o n s t h a t review a u n i t operating area, f e d e r a l , s t a t e , 

us of course, and then you've got somebody i n th e r e t h a t 

o b j e c t s t o the u n i t operations, and then they b r i n g 

something here. I'm involved i n t h a t r i g h t now too. 

So I'm — There's a l o t of t h i n g s i n v o l v e d i n 

t h i s t h a t i s s t i l l unclear, and i t ' s those other areas t h a t 

I'm very concerned about. 

THE WITNESS: Which other areas are those, 

e x a c t l y — 

EXAMINER STOGNER: C o r r e l a t i v e r i g h t s . 

THE WITNESS: — i f I might ask? Okay, 

c o r r e l a t i v e r i g h t s . 

EXAMINER STOGNER: P r o t e c t i o n of c o r r e l a t i v e 

STEVEN T. BRENNER, CCR 
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r i g h t s . And yeah, r e s e r v o i r i s an area. There again, my 

macro-management i s the whole s t a t e , and any exemption we 

give u s u a l l y s t a r t s w i t h the f i r s t one somewhere down the 

l i n e . 

So t h i s i s not only j u s t what you're asking f o r 

i n the Bravo Dome; I foresee how t h i s i s going t o a f f e c t 

a l l the others t h a t w i l l come i n subsequent t o t h a t , w i t h 

t h e , t o be q u i t e honest w i t h you, appears t o be an 

a p p l i c a t i o n out of convenience by Amoco, which I had one, I 

t h i n k , several months ago t h a t we worked w i t h i n the 

surface commingling side. I n f a c t , there was a f i n d i n g i n 

t h a t order t h a t t a l k e d about requests out of convenience 

and how we proceed w i t h those. 

Well, w i t h t h a t , i f there's no other questions of 

t h i s witness, I ' d ask t h a t you provide me a rough d r a f t 

order, Mr. Carr. 

MR. CARR: Yes, s i r , I w i l l . I knew you would. 

EXAMINER STOGNER: With t h a t , t h i s case, 11,757, 

w i l l be taken under advisement. 

Let's take a lunch recess and reconvene a t 1:45. 

(Thereupon, these proceedings were concluded a t 

12:40 p.m.) 

* * * 

STEVEN T. BRENNER, CCR 
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Bravo Dome Carbon Dioxide Unit 
Shut-In Pressure Tests 

LOST CASHFLOW FROM LOST PRODUCTION 

* CURRENT TESTING PROCESS (Annual on every well) 
State (tax & royalty) Unit 

1997 $ 14,000 $ 62,000 
Next Ten years $104,000 $437,000 

* PROPOSED TESTING PROCESS 
State (tax & royalty) 

1997 $ 1,000 
Next Ten years $10,000 

Unit 
$ 24,000 
$233,000 

* SAVINGS: $94,000 $214,000 

BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
CASE NO. 11757 , EXHIBIT NO. & 

SUBMITTED BY: AMOCO PRODUCTION CO. 
HEARING DATE: APRIL 3, 1997 



.2.1997 2:51PM AHC LEGAL'HOUSTON 

RMERRDR HESS CORPORATION 

MO.519 P.2 

500 DALLAS 
HOUSTON, TEXAS 77002 

Prion* 7'3 80*^000 
F«7<9 80W96* 

April 2,1997 

VIA FACSIMILE 
& FEDERAL EXPRESS 

Amoco Production Company 
501 Westlake Park Boulevard 
Houston, Texas 77210 
Attention: Perry Jarrell 

RE: Case 11757; Exception to New Mexico State Rule 402, Bravo Dome Unit. 

Gentlemen: 

You have advised that Amoco Production Company ("Amoco") seeks an exception to 
Division Rule 402 with respect to the Bravo Dome Unit as currently developed as of the date 
hereof in order to permit Amoco to conduct bottom hole pressure tests on one well per township 
each year, rather than the current requirement of a test on each well per section each year. 

Pursuant to your request, please be advised that as operator of West Bravo Dome 
Carbon Dioxide Unit, Amerada Hess Corporation ("AHC") has no objection to Amoco's request 
for such an exception to tho extent and only to the extent that the exception to Rule 402 shall 
apply only to Amoco's testing obligations with respect to the currently drilled and producing 
wells in the Bravo Dome Unit. AHC expressly reserves the right to object to any request for 
such an exception to Rule 402 to the extent it may apply to any wells drilled and/or producing 
after the date hereof either within or without the boundaries of the Bravo Dome Unit, including, 
without limitation, any wells which may be drilled and/or producing after the date hereof as a 
result of development of West Bravo Dome or the west area of Bravo Dome Unit. 

cc: R. L. Cawood 
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April 2. 1997 

VIA FACSIMILE 
& FEDERAL EXPRESS 

Oil Conservation Division 
for the State of New Mexico 

2040 South Pacheco 
Santa Fe, New Mexico 87505 

RE: Case 11757; Application of Amoco Production Company for an exception to 
Division Rule 402, Bravo Dome Unit. 

Gentlemen: 

We have been advised that Amoco Production Company ("Amoco") seeks an exception 
to Division Rule 402 with respect to the Bravo Dome Unit as currently developed as of the date 
hereof in order to permit Amoco to conduct bottom hole pressure tests on one well per township 
each year, rather than the current requirement of a test on each well per section each year. 

Please be advised that as operator of West Bravo Dome Carbon Dioxide Unit, Amerada 
Hess Corporation ("AHC) has no objection to Amoco's request for such an exception ro the 
extent and only to the extent that the exception to Rule 402 shall apply only to Amoco's testing 
obligations with respect to the currently drilled and producing weils in the Bravo Dome Unit. 
AHC expressly reserves the right to object to any request for such an exception to Rule 402 to 
the extent it may apply to any weils drilled and/or producing after the date hereof either within or 
without the boundaries of the Bravo Dome Unit, including, without limitation, any wells which 
may be drilled and/or producing after the date hereof as a result of development of West Bravo 
Dome or the west area of Bravo Dome Unit. 

Very truly yours, 

cc: R. L. Cawood 
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