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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, June 10th, 1999, a t the New 

Mexico Energy, Minerals and Nat u r a l Resources Department, 

P o r t e r H a l l , 2040 South Pacheco, Santa Fe, New Mexico, 

Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 f o r the 

State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:18 a.m.: 

EXAMINER CATANACH: We'll go ahead and c a l l the 

hearing t o order t h i s morning f o r Docket Number 17-99. 

I ' l l go ahead and c a l l the dismissals and continuances 

f i r s t . 

(Off the record) 

EXAMINER CATANACH: Okay, and a t t h i s time w e ' l l 

c a l l Case 12,191. 

MR. CARROLL: A p p l i c a t i o n of OXY USA, I n c . , f o r 

an unorthodox gas w e l l l o c a t i o n and an exception t o 

D i v i s i o n Rule 104.D(3) f o r simultaneous d e d i c a t i o n , Eddy 

County, New Mexico. 

EXAMINER CATANACH: C a l l f o r appearances i n t h i s 

case. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the A p p l i c a n t . I have two witnesses t o be 

sworn. 

MR. OWEN: Paul Owen of the Santa Fe law f i r m 

Campbell, Carr, Berge and Sheridan, appearing on behalf of 

Yates Petroleum Corporation. I have no witnesses i n t h i s 

matter. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

Okay, w i l l the witnesses please stand and be 

STEVEN T. BRENNER, CCR 
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sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, our f i r s t witness i s 

OXY's g e o l o g i s t , Mr. Bob Doty. 

ROBERT L. DOTY, 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. KELLAHIN: 

Q. Mr. Doty, f o r the record, would you please s t a t e 

your name and occupation? 

A. My name i s Robert Doty. I'm a petroleum 

g e o l o g i s t w i t h OXY USA. 

Q. And where do you reside? 

A. Midland, Texas. 

Q. On p r i o r occasions have you t e s t i f i e d as a 

petroleum g e o l o g i s t before the D i v i s i o n ? 

A. Yes, s i r . 

Q. And as p a r t of your r e s p o n s i b i l i t i e s f o r OXY, 

have you made a geologic study of the proposed unorthodox 

l o c a t i o n f o r the subject w e l l t h a t ' s the matter of t h i s 

case? 

A. Yes, s i r . 

Q. And i t ' s r e f e r r e d t o you as the Jazz Federal Well 

Number 1, i s i t not? 

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 

6 

A. Yes, s i r . 

Q. I s t h i s a w e l l l o c a t i o n t h a t you as a g e o l o g i s t 

have recommended t o your management? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Doty as an expert 

petroleum g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Doty, l e t me have you 

r e f e r t o E x h i b i t 1. Would you i d e n t i f y f o r us on t h i s p l a t 

the spacing u n i t f o r the proposed Jazz Federal w e l l ? 

A. Yes, s i r . Mr. Examiner, the area i n y e l l o w on 

E x h i b i t 1 i s the proposed spacing u n i t f o r the Jazz Federal 

Number 1. 

The gas w e l l symbols on t h i s map are a l l 

producing from the Morrow and are a l l a c t i v e i n the Morrow. 

The Roscoe Federal Number 1 i s on the same spacing u n i t . 

The Jazz Federal i s proposed t o simultaneous d e d i c a t i o n 

w i t h the Roscoe and a t a nonstandard l o c a t i o n . 

The open c i r c l e s on the map are proposed or 

d r i l l i n g l o c a t i o n s by other operators. There's f i v e of 

them on the western side, and t o the — f a r t h e r t o the 

n o r t h , and f o u r of the f i v e are nonstandard l o c a t i o n s . 

Q. When we look i n Section 5, the n o r t h h a l f of 

Section 5, there's an open c i r c l e t h a t shows a proposed 

w e l l by Yates c a l l e d the Lucky Coyote w e l l ? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. Are you f a m i l i a r w i t h t h a t proposal by Yates? 

A. Yes, s i r . 

Q. I n what way, s i r ? 

A. This i s a nonstandard l o c a t i o n proposed by Yates 

t h a t ' s on today's docket f o l l o w i n g our case. 

Q. Has OXY exchanged waivers of o b j e c t i o n w i t h Yates 

concerning the Jazz w e l l and the Lucky Coyote w e l l ? 

A. Yes, s i r . 

Q. Let me t u r n your a t t e n t i o n now t o E x h i b i t Number 

2. Again, l e t ' s focus on the n o r t h h a l f of Section 4, and 

l e t ' s f i n d the Roscoe w e l l . 

A. Yes, s i r . 

Q. W i t h i n the Morrow i n t e r v a l s , where does t h i s w e l l 

produce? 

A. The Roscoe Federal Number 1 w e l l produces from a 

lowermost Morrow sand, a basal sand s i t t i n g d i r e c t l y on top 

of the Chester limestone, the M i s s i s s i p p i a n Chester 

limestone. I t ' s the only w e l l i n t h i s are t h a t produces 

from t h a t sand. And i n f a c t , t h a t sand only appears i n one 

other w e l l , the w e l l t o the south, the OXY LD4 where i t ' s 

nonproductive, t h a t sand i s t h i n and nonproductive i n t h a t 

w e l l . 

Q. When we look a t the LD4 channel t h a t i s mapped i n 

the north-south o r i e n t a t i o n and color-coded i n the t a n , 

STEVEN T. BRENNER, CCR 
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what p o r t i o n of the Morrow does t h a t represent? 

A. I t represents an upper p o r t i o n of the lower 

Morrow sand, and i n f a c t t h a t i s i l l u s t r a t e d on E x h i b i t 3, 

i f I could — 

Q. L e t 1 s do t h a t . 

A. Okay. 

Q. Let's t u r n t o E x h i b i t 3. We'll come back t o 2 i n 

a moment, but l e t ' s i d e n t i f y t h a t sand. I f y o u ' l l t u r n t o 

E x h i b i t 3, l e t ' s use the l o g of the Roscoe w e l l , f i r s t of 

a l l , i n the center — 

A. Yes, s i r . 

Q. — t o show the Examiner what you mean when you 

t a l k about the Roscoe sand, and then w e ' l l compare t h a t t o 

the LD4 sand. 

A. Yes, s i r . Mr. Examiner, E x h i b i t 3 i s a cross-

s e c t i o n , A-A", hung on the Chester limestone. That's t h a t 

blue area a t the bottom of the page. I t ' s an e a s i l y 

recognizable marker i n the area. 

The Roscoe w e l l i s the center on t h a t cross-

s e c t i o n , and t h a t lowermost sand t h a t i s labeled "Roscoe 

Sand" i s the producing i n t e r v a l i n t h a t w e l l . There are a 

couple of other nonproductive sands above i t t h a t have no 

permeabi1ity. 

The Roscoe sand has q u i t e a b i g of pore volume, 

i t ' s f a i r l y t h i c k i n t h a t w e l l , but the performance of t h a t 

STEVEN T. BRENNER, CCR 
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w e l l has not been very good, so t h a t sand i s most l i k e l y 

very l i m i t e d i n i t s extent. 

To the r i g h t on t h a t c r o s s - s e c t i o n i s the LD4 

w e l l , which i s immediately south of the Roscoe. This w e l l 

was d r i l l e d i n e a r l y 1998, and t h i s i s b a s i c a l l y t he 

discovery w e l l f o r a l l t h i s recent a c t i v i t y out here. 

That t h i c k mass of 3 0-foot sand la b e l e d the LD4 

sand i s an e x c e l l e n t r e s e r v o i r , and t h a t i s the r e s e r v o i r 

t h a t has been the subject of a l l the recent a c t i v i t y . 

There i s a t h i n s l i v e r of sand i n the Roscoe w e l l 

t h a t i s roughly the same s t r a t i g r a p h i c e q u i v a l e n t , and 

t h a t ' s t h a t upper nonproductive sand. That sand has no 

p e r m e a b i l i t y . We have not completed i n t h a t sand. That 

sand cannot produce any reserves t h a t might e x i s t i n t h a t 

LD4 sand. 

So the orange t r e n d on E x h i b i t 2 on the map 

r e f l e c t s the extent of t h a t LD4 sand i n the LD4 w e l l . 

Q. What's the v e r t i c a l separation i n footage between 

the base of the LD sand and the top of the Roscoe sand? 

A. Approximately 120 f e e t . 

Q. I s the r e any doubt i n your mind as a g e o l o g i s t , 

having looked a t a l l the data a v a i l a b l e , t h a t i n f a c t the 

Roscoe sand i s separate and d i s t i n c t from the LD4 sand? 

A. No doubt a t a l l . 

Q. Let's go back t o E x h i b i t 2 then. You i n d i c a t e d 

STEVEN T. BRENNER, CCR 
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t h a t i n the south h a l f of 4, OXY's LD4 w e l l was the 

discovery w e l l f o r the LD4 sand? 

A. Yes, s i r . 

Q. The approximate date of t h a t w e l l i s when? 

A. Early 1998. 

Q. What has been the sequence, then, of attempts t o 

f i n d and develop t h a t sand member? 

A. We r e l i e d — When we d r i l l e d the LD4 sand, we ran 

Schlumberger's v e r s i o n of the imaging t o o l . I t ' s c a l l e d 

t h e i r FMI. I t ' s b a s i c a l l y a h i g h - r e s o l u t i o n dipmeter t h a t 

you can — the a p p l i c a t i o n f o r t h a t t o o l i s t o i d e n t i f y the 

s t r i k e of channels from cross-bedding o r i e n t a t i o n . 

We ran t h a t on the LD4, which suggested a n o r t h -

south s t r i k e . Based on t h a t , we d r i l l e d the Wallace Number 

2 w e l l t o the south, i n the south h a l f of Section 9. Now, 

these w e l l s were d r i l l e d out of order. The Wallace 2 was 

d r i l l e d before the Wallace 1. And the Wallace 2 missed the 

channel. I t had j u s t a l i t t l e b i t of sand, which i s 

frequent. A l l the w e l l s out here, y o u ' l l f i n d a f o o t or 

two i n t h a t same s t r a t i g r a p h i c i n t e r v a l . 

We then d r i l l e d the Roscoe Federal Number 1 as a 

n o r t h o f f s e t t o the LD4, again based on t h a t FMI 

i n t e r p r e t a t i o n , and l i k e w i s e missed the sand and wound up 

w i t h t h a t t h i n two-foot i n t e r v a l . 

Subsequent t o t h a t , we d r i l l e d the Wallace State 

STEVEN T. BRENNER, CCR 
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Number 1 and caught a p o r t i o n of t h a t sand which i s 

producing. 

The red t r i a n g l e s , by the way, on t h i s map are 

producing from t h i s LD4 channel. The only w e l l t h a t i s n ' t 

i s t he Roscoe Federal on t h i s map. 

We then d r i l l e d the Lucky Dog i n the south h a l f 

of Section 3 3 and also caught about s i x f e e t of the 

channel. That w e l l i s one of the w e l l s on the cross-

s e c t i o n ; i t ' s on the l e f t p o r t i o n of the c r o s s - s e c t i o n . 

Then t h i s year Yates d r i l l e d t h e i r R i v e r s i d e ASS 

Number 1 i n the south h a l f of Section 8, and they g u t t e d 

the channel, over 50 f e e t of sand. That's a superb w e l l , 

producing over 20 m i l l i o n a day, thereabouts. 

OXY then d r i l l e d the Wallace State Number 3 as an 

east o f f s e t and l i k e w i s e g utted the channel w i t h over 50 

f e e t of sand, and our w e l l also i s performing s i m i l a r l y t o 

Yates. 

Q. So the Riverside and Wallace State 3 are both a t 

unorthodox l o c a t i o n ? 

A. Yes, s i r . 

Q. And what has been the sequence between Yates and 

OXY concerning how t o have an o p p o r t u n i t y f o r each operator 

t o access the LD4 sand? 

A. Well, we have — Yates has an i n t e r e s t i n a l o t 

of our w e l l s out here, and we've evolved i n t o s h aring data, 

STEVEN T. BRENNER, CCR 
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and we have s i m i l a r g e o l o g i c a l p i c t u r e s , as i t i s . 

And i t ' s also f a i r l y c l e a r now t h a t the sand does 

t h i c k e n t o the west of the Roscoe and probably r i g h t along 

t h a t s e c t i o n l i n e between Sections 4, 5, 8, 9, so f o r t h . 

And i t ' s also c l e a r t h a t there are reserves t o be recovered 

on each side t h a t may r e q u i r e nonstandard l o c a t i o n s t o 

capture. 

Q. A f t e r the Riverside and Wallace State 3 w e l l s are 

d r i l l e d and f i n d the LD4 sand, how d i d Yates and OXY 

attempt t o determine the width and the o r i e n t a t i o n as you 

moved your w e l l l o c a t i o n s t o the north? 

A. Right now, t h i s — my c u r r e n t i n t e r p r e t a t i o n i s 

very s i m i l a r l y t o Yates, and i t ' s based on subsurface 

geology, which suggests a t h i c k e n i n g of the lower Morrow 

s e c t i o n west of the Roscoe w e l l , i n e f f e c t , a depo center 

on t h a t western side. 

Now, I have i n t e r p r e t e d t h i s d i f f e r e n t l y i n the 

past, based on the FMI data t h a t we had i n the Roscoe which 

suggested t h a t t h a t very t h i n sand might t h i c k e n t o the 

n o r t h e a s t . However, recent d r i l l i n g and recent experience 

w i t h t h a t FMI t o o l suggests t h a t u t i l i z i n g t h a t a p p l i c a t i o n 

i n very t h i n sands r e a l l y i s n ' t warranted. 

So our best i n t e r p r e t a t i o n r i g h t now i s , indeed, 

the channel occurs west of the Roscoe, and we have 

s i g n i f i c a n t undrained reserves on the western p o r t i o n of 

STEVEN T. BRENNER, CCR 
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the Roscoe lease t h a t cannot be contacted by the Roscoe 

w e l l . 

Q. Having recognized t h a t the Roscoe Federal 1 w e l l 

has no o p p o r t u n i t y t o recover the LD4 sand gas reserves i n 

t h a t same spacing u n i t , you have proposed the Jazz Federal 

1 w e l l then? 

A. Yes, s i r . 

Q. What has caused you t o lo c a t e the w e l l i n the 

southwest of the northwest, as opposed t o being a d i r e c t 

o f f s e t t o the Lucky Coyote well? 

A. B a s i c a l l y , we f e e l l i k e we need a nonstandard 

l o c a t i o n t o reduce r i s k i n encountering t h i s sand. We also 

f e l t l i k e we needed t o l o g i c a l l y compete w i t h the proposed 

development t h a t should occur i n Section 5. We f e l t l i k e 

a l s o , from a standpoint of drainage p a t t e r n s , i t would be 

most reasonable not t o d i r e c t l y o f f s e t t h a t w e l l . 

Q. I n the absence of the Jazz Federal, what do you 

conclude about the o p p o r t u n i t y t o p r o t e c t the spacing u n i t 

from o f f s e t t i n g drainage? 

A. I n the absence of the Jazz Federal the reserves 

t h a t e x i s t i n t h a t LD4 channel on the Roscoe t r a c t w i l l be 

wasted. I f we are o f f s e t by the Yates w e l l s then those 

reserves w i l l be captured and our c o r r e l a t i v e r i g h t s w i l l 

be a t r i s k . There are also reserves i n the Roscoe Federal 

t h a t remain t h a t , i f we're unable t o simultaneously 
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dedicate, those reserves w i l l be wasted. 

MR. KELLAHIN: Chat concludes my examination of 

Mr. Doty. We move the admission of h i s E x h i b i t s 1, 2 and 

3. 

EXAMINER CATANACH: E x h i b i t s 1, 2 and 3 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Doty, your Jazz Federal Number 1 w e l l i s k i n d 

of crowding t h a t western boundary of t h a t p r o r a t i o n u n i t . 

What i n your mind i s going t o be the e f f e c t of moving t h a t 

f u r t h e r east toward a standard l o c a t i o n ? 

A. As i t stands r i g h t now, the OXY LD4 w e l l i s more 

on the eastern p o r t i o n of the channel. I t s d e l i v e r a b i l i t y 

i s i n the 5-million-a-day range. When you gut the channel, 

as the Yates Riverside ASS d i d and the OXY — and the 

Wallace State Number 3 d i d , d e l i v e r a b i l i t y i s i n excess of 

20 m i l l i o n a day, and t h a t ' s the k i n d of r a t e s t h a t are 

going t o sales r i g h t now. 

For us t o e f f e c t i v e l y compete w i t h a w e l l t h a t 

does gut the channel, we are going t o have t o be i n the 

same p o s i t i o n from a standpoint of p e r m e a b i l i t y and 

d e l i v e r a b i l i t y . We t h i n k i f we went t o a standard 

l o c a t i o n , we may very w e l l have an LD4 l o o k - a l i k e , and then 

we f e a r t h a t the Yates w e l l w i l l have a d e l i v e r a b i l i t y f o u r 
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or f i v e times ours. 

Q. Well, can you q u a n t i f y the amount of sand 

thic k n e s s t h a t you might be l o s i n g i f you go t o a standard 

l o c a t i o n under t h i s ? I s t h a t possible? 

A. Yes, s i r . The LD4 w e l l had 3 3 f e e t of sand; the 

two w e l l s , the Riverside and the Wallace 3, had 55 f e e t on 

average. I t h i n k the Yates had 57. We had 54 or 55, on 

t h a t order. 

So we could be l o s i n g 2 0 f e e t of sand, which our 

only analogy i s , t h a t 2 0 f e e t r e l a t e s t o about 15 m i l l i o n a 

day i n d e l i v e r a b i l i t y . 

Q. I s the r e anything s t r u c t u r a l l y t h a t gives you any 

concern i n t h i s ? 

A. No, s i r . S t r u c t u r e i s not germane t o t h i s play. 

Q. You don't b e l i e v e t h a t the — what you c a l l the 

Roscoe sand, you don't t h i n k t h a t ' s going t o be present a t 

the Jazz Federal Number 1? 

A. No, s i r . I t ' s present i n the Roscoe, and the LD4 

has t h a t t h i n s l i v e r . 

Also, the Roscoe has produced about 170 m i l l i o n 

cubic f e e t , on t h a t order, w i t h maybe a q u a r t e r of a B 

remaining reserves. The pay thickness i n the Roscoe i s 

very t h i c k . I t j u s t suggests very l i m i t e d e x t e n t t o t h a t 

sand. 

Q. I s t h a t sand being produced i n the LD4? 
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A. No, s i r , i t ' s non-productive i n the LD4. 

Q. I f you happen t o encounter t h a t sand i n the Jazz 

Federal Number 1, do you know what OXY's i n t e n t i o n s would 

be w i t h regards t o that? 

A. I f i t was our only zone i n the hole, we would 

hope t h a t we could u t i l i z e t h a t sand t o help pay out the 

w e l l . 

I f we do — I f our mapping plays out and we 

encounter t h a t LD4 channel, we c e r t a i n l y don't want t o mess 

up a completion, a huge-rate sand, w i t h a b a i l o u t , no. 

That sand w i l l probably j u s t b a r e l y pay out the 

Roscoe. 

Q. What does t h a t w e l l make? Do you know? 

A. I t ' s around 300 MCF a day c u r r e n t l y . 

But the remaining reserves are of value t o us i n 

t h a t w e l l . 

Q. That o f f s e t w e l l i n the n o r t h h a l f of Section 5, 

t h a t hasn't been d r i l l e d yet? 

A. No, s i r . The only w e l l of these f i v e , the w e l l 

i n t he n o r t h h a l f of 8 i s c u r r e n t l y d r i l l i n g . 

EXAMINER CATANACH: Mr. Owen, do you have any 

questions? 

MR. OWEN: I have no questions, Mr. Examiner. 

EXAMINER CATANACH: A l l r i g h t , t h i s witness may 

be excused. 
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RICHARD E. FOPPIANO, 

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. KELLAHIN: 

Q. Mr. Foppiano, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. My name i s Richard E. Foppiano, and I'm employed 

by OXY USA as a senior advisor i n r e g u l a t o r y matters. 

Q. And where do you reside? 

A. I'm a t Houston, Texas. 

Q. Are you, i n a d d i t i o n , a p r o f e s s i o n a l petroleum 

engineer? 

A. Yes, I am, and I'm experienced i n p r o d u c t i o n 

engineering. I have about f i v e , seven years of pro d u c t i o n 

engineering experience. 

Q. As p a r t of your r e s p o n s i b i l i t i e s as an engineer 

f o r OXY, have you made an e v a l u a t i o n of the Roscoe Federal 

Number 1 w e l l ' s remaining recoverable volume? 

A. Yes, I have. 

Q. I n a d d i t i o n , have you studied the p o s s i b i l i t y of 

t e m p o r a r i l y abandoning the Roscoe Federal w e l l and 

producing the spacing u n i t gas reserves from the Jazz 

Federal w e l l by i t s e l f ? 

A. Yes, I have. 
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Q. I n a d d i t i o n , were you responsible f o r i d e n t i f y i n g 

the a p p r o p r i a t e persons t o whom n o t i c e was sent of the 

simultaneous d e d i c a t i o n request and of the proposed 

unorthodox l o c a t i o n ? 

A. Yes. 

Q. And f i n a l l y , d i d you o b t a i n the a p p r o p r i a t e 

waivers from the o f f s e t a f f e c t e d i n t e r e s t owners? 

A. Yes, I d i d . 

MR. KELLAHIN: We tender Mr. Foppiano as an 

expert witness. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Let's s t a r t w i t h the subject 

matter of the Roscoe Federal w e l l , how i t ' s performed and 

what you c a l c u l a t e t o be i t s remaining p r o d u c t i o n . 

To have a forum f o r your opinions, would you t u r n 

t o E x h i b i t 4 and i d e n t i f y what you've prepared? 

A. E x h i b i t 4 i s a d e c l i n e curve f o r the Roscoe 

Federal Number 1 w e l l . The scale on the l e f t are the d a i l y 

gas r a t e s i n MCF per day, and on the bottom i s a time 

scale. And I ' d l i k e t o j u s t c a l l the Examiner's a t t e n t i o n 

t o a few items. 

You can see the w e l l commenced p r o d u c t i o n , went 

on l i n e , the l a t t e r p a r t of 1998 and has produced about s i x 

or e i g h t — about e i g h t or ten months t h e r e , you can see. 

And what I've done w i t h t h i s d e c l i n e curve i s attempt t o 
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estimate, based on the dec l i n e curve, the remaining 

recoverable reserves from each w e l l , using an economic 

l i m i t of 25 MCF per day. 

This i s a f a i r l y dry gas w e l l . I t makes some 

condensate and minor amounts of water. And what we see 

from t h i s d e c l i n e curve, as you can see based on my 

e x t r a p o l a t i o n , I chose the l a t e r time periods, the l a t e r 

data, t o use as the basis f o r e x t r a p o l a t i o n , because e a r l y 

p r o d u c t i o n f i g u r e s were based on the w e l l producing above 

l i n e pressure, and there about January of 1999 i t reached 

l i n e pressure and has been f l o w i n g against l i n e pressure 

ever since. And so I f e l t l i k e t h a t was a p r e t t y good 

basis f o r making some estimate, and i t equates t o about a 

50-percent d e c l i n e r a t e , which i s a f a i r l y steep d e c l i n e 

r a t e . 

So using a 25-MCF-a-day economic l i m i t and t h a t 

50-percent annual d e c l i n e r a t e , as you see, I estimate 

remaining recoverable reserves f o r the Roscoe Federal a t 

around 236,000 MCF. 

And based on a cumulative p r o d u c t i o n of 174,000 

MCF, the estimated u l t i m a t e recovery — and I'm j u s t 

reading these numbers from the box i n the upper r i g h t - h a n d 

corner — we see an u l t i m a t e recovery from the Roscoe of 

only 410,000 MCF, which i s , i n my experience, i n d i c a t i v e of 

a f a i r l y marginal Morrow completion. 
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Another i n t e r e s t i n g t h i n g t o note from t h i s 

examination i s t h a t i t looks l i k e the w e l l has about a 

l i t t l e over f o u r more years of pr o d u c t i v e economic l i f e i n 

i t s c u r r e n t Morrow completion. 

And so t h i s e x h i b i t i s presented t o put a number, 

put an estimate, t o the amount of remaining recoverable 

reserves t h a t we f e e l l i k e would be a t r i s k i f we had t o 

pl u g o f f the — or t e m p o r a r i l y abandon the c u r r e n t Morrow 

completion i n order t o d r i l l the Jazz f e d e r a l w e l l t o 

e f f e c t i v e l y p r o t e c t our spacing u n i t from the Yates Lucky 

Coyote w e l l i n the n o r t h h a l f of Section 5. 

That, as I understand, according t o c u r r e n t 

r e g u l a t i o n s , i s one o p p o r t u n i t y a v a i l a b l e t o us t o stay i n 

compliance w i t h c u r r e n t r e g u l a t i o n s . And i f we had t o do 

t h a t , we f e e l l i k e those 2 3 6,000 MCF would be a t r i s k and 

the p o t e n t i a l of being l o s t , and waste would occur as a 

r e s u l t of t h a t . 

Q. Mr. Foppiano, i f the Roscoe Federal w e l l i s the 

only w e l l i n the area producing the Roscoe sand reserves, 

why can't i t be shut i n u n t i l such time as the Jazz Federal 

i s completed and produced and r e t u r n , then, t o the Roscoe 

F e d e r a l w e l l and g e t t h e r e m a i n i n g r e s e r v e s t h e r e ? 

A. Well, c e r t a i n l y t h a t i s an o p t i o n a v a i l a b l e t o 

us. But t h e r e are two hurdles associated w i t h t h a t . 

The f i r s t hurdle i s , under our o p e r a t i n g 

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 

21 

agreement, i t r e q u i r e s 100-percent approval of a l l the 

p a r t i e s t o be able t o abandon a c u r r e n t economic zone. So 

t o be able t o even shut t h a t w e l l i n r e q u i r e s the 

concurrence of a l l the p a r t i e s . 

And the other working i n t e r e s t owners i n the 

Roscoe Federal own s u b s t a n t i a l working i n t e r e s t i n some of 

the o f f s e t w e l l s , so i t ' s a s i t u a t i o n t h a t we are not 

a l t o g e t h e r c e r t a i n we would be able t o secure 100-percent 

approval. We t h i n k we probably could. 

But even i f we could, and decided t o t e m p o r a r i l y 

abandon t h i s Morrow completion i n the Roscoe Federal, we 

f e e l l i k e , based on our experience of producing Morrow 

w e l l s , t h a t such long-term abandonment w i l l cause damage t o 

t h i s marginal Roscoe sand as i d e n t i f i e d by Bob Doty, and 

t h a t — and r i s k those remaining recoverable reserves. 

Our experience i n d i c a t e s — and I've got an 

e x h i b i t t o i l l u s t r a t e t h a t experience — t h a t w i t h these 

minor amount of l i q u i d s t h a t are produced from these dry 

gas sands, t h a t long-term s h u t - i n of low-productive zones 

w i t h low r e s e r v o i r energy, we might u l t i m a t e l y not be able 

t o r e t u r n t h a t w e l l t o production i n the Morrow completion 

i n the Roscoe a t some l a t e r date, i f we decide t o shut i t 

i n f o r a long p e r i o d of time. 

Q. Even though the Roscoe produces small volumes of 

water and condensate, i n your o p i n i o n t h e r e i s s u b s t a n t i a l 
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r i s k of not being able t o r e t u r n i t t o p r o d u c t i o n i f i t i s 

shut in? 

A. That i s our opinion, yes. 

Q. Let's t u r n t o your analogy. I f y o u ' l l look a t 

E x h i b i t 5, describe f o r us what you're showing. 

A. E x h i b i t 5 i s another production h i s t o r y curve f o r 

our Tracy A Com Number 1 w e l l . I t ' s l o c a t e d i n the Burton 

Flat-Morrow Pool i n southeast New Mexico. I t ' s a l s o i n 

Eddy County. 

And I asked our engineers f o r some analogue t o 

base our experience on, what happens t o a Morrow w e l l when 

we shut i t i n f o r a long p e r i o d of time, and t h i s was the 

example t h a t they came up w i t h t h a t they f e e l l i k e i s the 

basis f o r t h e i r f e a r f o r a long-term s h u t - i n f o r marginal 

Morrow w e l l s . 

What happened on t h i s w e l l — you can t e l l by the 

red curve, which i s the gas r a t e — i s , i t was shut i n 

s u b s t a n t i a l l y t here i n the mid-1980s t o l a t e 1980s f o r 

several years, and then i n 1989 we attempted t o b r i n g i t 

back on l i n e . And you can see by the red curve how i t took 

many years f o r t h a t w e l l t o recover back t o i t s o r i g i n a l 

r a t e . And t h i s w e l l obviously had s u b s t a n t i a l l y more 

recoverable reserves than what we're l o o k i n g a t here. 

So t h i s i s an example of what we f e e l l i k e would 

happen t o the Roscoe i f we had t o shut i t i n f o r f o u r years 
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and d r i l l the Jazz w e l l and produce i t from — and do 

something else w i t h the Roscoe w e l l w h i l e we produce the 

Jazz w e l l , t o p r o t e c t our c o r r e l a t i v e r i g h t s . 

Q. I s t h e r e any engineering data a v a i l a b l e t h a t i s 

i n c o n s i s t e n t w i t h the geologic conclusions t h a t Mr. Doty 

reached a w h i l e ago? 

A. No, I would concur w i t h Mr. Doty's conclusions 

t h a t what's producing out of the Roscoe, w h i l e I haven't 

done any v o l u m e t r i c c a l c u l a t i o n s , would appear t o be very 

l i m i t e d i n a r e a l extent. Quite f r a n k l y , we're not d r i l l i n g 

the Jazz w e l l or proposing t o d r i l l the Jazz w e l l , l o o k i n g 

f o r a Roscoe l o o k - a l i k e . We can't j u s t i f y a Morrow w e l l 

based on 400 M a day, 400,000 cubic f e e t of recovery. 

And so we don't a n t i c i p a t e even p e n e t r a t i n g a 

Roscoe sand l o o k - a l i k e , but we f e e l l i k e we need t o be able 

t o produce whatever i s p o t e n t i a l l y p r o d u c t i v e i n the Morrow 

i n t e r v a l , i n the Jazz Federal w e l l , when we d r i l l i t , i n 

case our geologic i n t e r p r e t a t i o n i s wrong and we d r i l l 

another marginal w e l l . We w i l l need as much a b i l i t y t o pay 

t h a t w e l l out and recover our cost as p o s s i b l e . 

So i f the worst case happens and i t does 

encounter marginal Morrow sands, we are asking f o r 

simultaneous d e d i c a t i o n t o be able t o recover whatever 

recoverable hydrocarbons are a v a i l a b l e on t h a t side of the 

spacing u n i t i n the Morrow. 
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Q. I n response t o Mr. Catanach 1s question, Mr. Doty 

t e s t i f i e d t h a t the Jazz Federal's unorthodox l o c a t i o n i s 

f a r s u p e r i o r t o the cl o s e s t standard l o c a t i o n i n the n o r t h 

h a l f . He expressed t h a t o p i n i o n based upon the loss of 

some 2 0 f e e t of thickness and associated t h a t d i r e c t l y w i t h 

p r o d u c t i v i t y and r a t e of recovery. 

Do you share t h a t o p i n i o n , or do you have a 

d i f f e r e n t opinion? 

A. I share t h a t opinion. I t h i n k the — Based on 

where Yates has proposed t o lo c a t e the Lucky Coyote w e l l , I 

t h i n k the most e f f e c t i v e way f o r us t o be able t o p r o t e c t 

our c o r r e l a t i v e r i g h t s i s t o t r y t o i n t e r s e c t the channel 

sand t h a t i s s i m i l a r geologic p o s i t i o n , meaning r e s e r v o i r 

t h i c k n e s s , as the Yates w e l l would be. 

And I might also mention t h a t w h i l e Mr. Doty may 

be a l o t more con f i d e n t where t h a t zero l i n e i s on the 

channel sand, the more we move t o a standard l o c a t i o n , the 

more we're g e t t i n g c l o s e r t o where t h a t zero l i n e could be, 

and I t h i n k i t increases, s u b s t a n t i a l l y increases, the r i s k 

of g e t t i n g s u b s t a n t i a l l y less than 30 f e e t . 

Q. Do you t h i n k i t i s more e f f i c i e n t t o place the 

Jazz Federal w e l l a t i t s proposed l o c a t i o n than d i r e c t l y 

adjacent t o the Lucky Coyote well? 

A. I t h i n k i t w i l l . There w i l l be less i n t e r f e r e n c e 

between our proposed w e l l and the Yates Lucky Coyote w e l l . 
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Q. Were you responsible f o r i d e n t i f y i n g the var i o u s 

a f f e c t e d persons surrounding the spacing u n i t f o r the 

simultaneous d e d i c a t i o n as w e l l as those p a r t i e s towards 

whom the Jazz Federal w e l l encroached? 

A. Yes. 

Q. And were you able t o o b t a i n waivers of o b j e c t i o n 

from a l l the a f f e c t e d p a r t i e s t h a t showed any i n t e r e s t i n 

t h i s case? 

A. From some of the a f f e c t e d p a r t i e s , but not a l l . 

Q. Are there any ob j e c t i o n s you are aware of t h a t 

have not been s a t i s f i e d ? 

A. None. 

Q. Let me t u r n your a t t e n t i o n t o E x h i b i t 6, ask you 

i f you have reviewed t h i s , and does i t represent the l i s t 

of a l l t he p a r t i e s , persons, t h a t you have sent n o t i c e t o 

concerning t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. KELLAHIN: Mr. Examiner, w i t h the 

i n t r o d u c t i o n of E x h i b i t 6, we move the i n t r o d u c t i o n of the 

e x h i b i t s Mr. Foppiano has sponsored, E x h i b i t s 4, 5 and 6. 

EXAMINER CATANACH: E x h i b i t s 4, 5 and 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Foppiano, can you i d e n t i f y where these 
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i n t e r e s t owners — where t h e i r i n t e r e s t s l i e w i t h i n t h i s 

area? 

A. I can. I might not be able t o — I t might take 

me a few minutes t o do i t r i g h t here and now. I ' d have t o 

r e f e r back t o my i n f o r m a t i o n t h a t I've g o t t e n from our land 

department. 

I can answer the question conceptually, the way 

we approached the n o t i c e , i f t h a t would help. 

Q. Okay, l e t ' s t r y t h a t . 

A. Okay. What we d i d i s , we looked f o r , pursuant t o 

Rule 104, the spacing u n i t s t h a t t h i s n o r t h h a l f of Section 

4 was encroaching upon, which i n our view would be the 

n o r t h h a l f of 5 and the south h a l f of 5. 

And so what we d i d i s , we looked f o r operators. 

There were none, so we i d e n t i f i e d the owners of leasehold 

i n t e r e s t s i n the Morrow f o r Section 5. And so some of 

those p a r t i e s t h a t are on t h a t l i s t are included t h e r e . 

A d d i t i o n a l l y , we looked a l l the way around the 

spacing u n i t s , surrounding the n o r t h h a l f of Section 4, f o r 

operators. And t h i s was s a t i s f y our i n t e r p r e t a t i o n of 

n o t i c e requirements f o r the simultaneous d e d i c a t i o n . And 

so we gave n o t i c e t o o f f s e t operators t h e r e . I f t h e r e were 

none, we looked f o r the i n t e r e s t owners and i d e n t i f i e d them 

and gave n o t i c e t o them. 

Q. I'm s o r r y , and t h a t would be f o r the area 

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 

27 

surrounding the n o r t h h a l f of Section 4? 

A. Yes. 

Q. Which would include some acreage i n Section 33, 

f o r instance? 

A. Yes. 

Q. And do you know where else? 

A. 34, Section 3, south h a l f of Section 4, and of 

course Section 5 and Section 32. 

Q. Okay. OXY operates a l l of Section 4; i s t h a t 

c o r r e c t ? 

A. Correct. 

Q. And the south h a l f of Section 5, t h a t Mannix 5 

State Number 1, do you know i f t h a t ' s going t o be a Yates 

w e l l ? 

A. No, i t ' s going t o be operated by Mannix. The 

w e l l — We understand from Mannix t h a t the w e l l i s 

a n t i c i p a t e d t o be d r i l l e d a t t h a t l o c a t i o n . We t h i n k i t ' s 

been staked a t t h a t l o c a t i o n . We have not as of y e t seen 

an a p p l i c a t i o n f o r the nonstandard l o c a t i o n a u t h o r i t y , 

which we would expect as an o f f s e t operator t o see. 

And the i n t e r e s t owners th e r e are Santa Fe Energy 

Resources, and I b e l i e v e OXY also has a small i n t e r e s t 

t h e r e , Yates — I'm s o r r y , Yates doesn't have an i n t e r e s t . 

I'm t r y i n g t o remember. I ' d have t o look back on my 

i n f o r m a t i o n t o g i v e you more than what I can r e c o l l e c t 
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r i g h t t h e r e . Mewbourne has an i n t e r e s t a l s o , i n the south 

h a l f of 5. 

And I might add t h a t I have t a l k e d t o Mannix and 

I have t a l k e d t o South — Santa Fe Energy Resources, and 

n e i t h e r have an o b j e c t i o n t o our l o c a t i o n . 

Q. Okay, I b e l i e v e you s t a t e d t h a t Mewbourne had an 

i n t e r e s t i n th a t ? 

A. That's my understanding, t h a t Mewbourne has an 

i n t e r e s t i n the south h a l f of 5. 

Q. Okay, I don't see them on the n o t i c e . 

MR. KELLAHIN: I t h i n k you mean Nearburg. 

THE WITNESS: I'm s o r r y , yes. I sa i d Mewbourne. 

I apologize. I t ' s Nearburg. I should not t r y t o s t r e t c h 

my r e c o l l e c t i o n s w i t h o u t r e f e r r i n g t o . . . 

Q. (By Examiner Catanach) Okay. OXY operates the 

south h a l f of 33; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. And i t looks l i k e i n the east h a l f of 3 2 t h a t ' s 

another Yates w e l l , or proposed Yates w e l l ? 

A. Proposed Yates w e l l , yes, s i r . 

Q. Okay. That Yates l o c a t i o n i n Section 5 has not 

been approved y e t ; i s t h a t r i g h t ? 

A. That i s my understanding. I b e l i e v e i t ' s on the 

docket f o r today. 

Q. Okay. Did you have enough i n f o r m a t i o n a v a i l a b l e 
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t o c a l c u l a t e a drainage area f o r the Roscoe Federal Number 

l? 

A. I do b e l i e v e I could have c a l c u l a t e d a drainage 

area f o r the Roscoe Federal Number 1, but t o be q u i t e 

honest w i t h you, i t would have been based on an assumption 

of constant thickness, and I be l i e v e the c r o s s - s e c t i o n 

r e v e a l s t h a t t h a t ' s probably not c o r r e c t . So I chose not 

t o t r y t o estimate i t , because t h a t assumption c l e a r l y i s 

not of constant thickness. 

Q. But as I understand i t , you guys are seeking 

a u t h o r i t y — I f t h a t Roscoe sand i s present i n the Jazz 

Federal Number 1, you want a u t h o r i t y t o produce i t ? 

A. Correct. 

Q. Would p a r t of t h a t request be based upon the 

assumption t h a t the Roscoe Federal Number 1 may not be able 

t o d r a i n t h a t e n t i r e h a l f - s e c t i o n i n t h a t sand, or d i d you 

make t h a t assumption? 

A. I t i s based on t h a t assumption, t h a t j u s t from 

what we see, we don't b e l i e v e t h a t the Roscoe Federal 1, i f 

t h a t sand extended over t o the Jazz l o c a t i o n , would be 

d r a i n i n g i t , based on i t s performance. But obviously we 

don't t h i n k — Even i f i t does extend over t h e r e , i t would 

probably be of a l o t smaller thickness than i t i s i n the 

Roscoe w e l l , which would also adversely impact i t s a b i l i t y 

t o d r a i n t h a t b i g of an area. 
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I might also add t h a t the l o g i n f o r m a t i o n from 

the Roscoe i n d i c a t e s t h a t i t i s f a i r l y t i g h t , which i s 

ob v i o u s l y supported by the low cumulative recovery from 

t h a t t h i c k of a sand, which the low p e r m e a b i l i t y would also 

tend t o lead one t o b e l i e v e t h a t i t ' s going t o d r a i n a very 

small area around the Roscoe, and t h a t ' s i t . 

Q. Mr. Foppiano, I know you're i n v o l v e d i n the Rule 

104 changes t h a t are being c i r c u l a t e d and proposed by the 

D i v i s i o n , and included i n t h a t i s a proposal where an 

operator would have the o p t i o n t o d r i l l a second w e l l , gas 

w e l l , on a 320-acre p r o r a t i o n u n i t . 

A. Yes, s i r . 

Q. Do you have a f e e l f o r whether or not t h a t i s 

u l t i m a t e l y going t o be approved by the D i v i s i o n , or the 

Commission? 

A. T r u t h f u l l y , no, I do not. I n f a c t , we j u s t had a 

meeting yesterday where we discussed i t among i n d u s t r y — 

or day before yesterday, excuse me -- and we are 

e s s e n t i a l l y w a i t i n g on the D i v i s i o n t o propose the r u l e s . 

And based on the testimony a t the l a s t Commission hearing, 

we're r e a l l y not sure what the D i v i s i o n i s going t o 

propose. 

And so I j u s t would have t o t e l l you a b i g I 

don't know what t h a t answer i s going t o be. I ' d d e a r l y 

love t o know, but I don't know. 
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MR. CARROLL: I t h i n k i t ' s been posted on the 

I n t e r n e t . 

THE WITNESS: I t has? 

EXAMINER CATANACH: I t h i n k i t has. 

MR. KELLAHIN: I don't know t h a t we've seen the 

f i n a l D i v i s i o n proposal a f t e r the l a s t Commission hearing. 

You may have i t , and we don't have i t . 

MR. CARROLL: I t h i n k i t ' s posted on the 

I n t e r n e t . 

Q. (By Examiner Catanach) Are you aware of i n d u s t r y 

o p p o s i t i o n t o t h a t r u l e change? 

A. To the r u l e change -- a l l the r u l e changes — 

Q. No, j u s t t h a t one p r o v i s i o n about d r i l l i n g a 

second w e l l on a 320. 

A. I would have t o answer t h a t , t h a t I'm aware of 

concerns surrounding the i n f i l l more than I am o p p o s i t i o n 

t o i t . That's how I would c h a r a c t e r i z e some of the 

feedback t h a t I've had. 

And some of those concerns r e l a t e t o — 

MR. CARROLL: I t ' s not posted. 

THE WITNESS: — t o people having j u s t become 

aware of what was proposed i n January, w i t h o u t r e a l i z i n g 

what i n d u s t r y suggested f o r n o t i c e , and then some other 

concerns r e l a t e d t o fo r c e - p o o l i n g . 

So a t t h i s p o i n t I would have t o c h a r a c t e r i z e 
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them not so much as o p p o s i t i o n but j u s t some concerns 

associated w i t h the i n f i l l p r o v i s i o n . 

MR. KELLAHIN: Mr. Examiner, i f I might 

supplement t h a t response, a l l those companies t h a t worked 

on the p r o j e c t supported the concept of a second w e l l , the 

o p t i o n a l second w e l l . They recognize t h a t t h e r e would be 

s p e c i f i c areas t h a t might have t o be excluded, and you 

would have t o ask f o r s p e c i a l pool r u l e s or something t o 

take care of t h a t . But i n general, they supported the 

concept of the second w e l l . 

There was a group of companies t h a t wanted n o t i c e 

when i t occurred so t h a t they could i d e n t i f y a p a r t i c u l a r 

area t h a t ought t o be t r e a t e d d i f f e r e n t l y from the general 

r u l e . I'm not aware of any op p o s i t i o n t h a t came forward 

and s a i d don't do t h a t . 

MR. CARROLL: Mr. Examiner, i f I could i n t e r j e c t , 

Rand C a r r o l l on behalf of the D i v i s i o n , we haven't posted 

the Rule 104 on the I n t e r n e t y e t , but i t w i l l i n c l u d e the 

p r o v i s i o n f o r a second w e l l . 

EXAMINER CATANACH: And t h a t ' s j u s t the proposed 

r u l e — 

MR. CARROLL: Right. 

EXAMINER CATANACH: — the D i v i s i o n ? 

MR. CARROLL: Right. So the D i v i s i o n agrees w i t h 

i n d u s t r y . 
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EXAMINER CATANACH: Whether or not the Commission 

w i l l u l t i m a t e l y approve i t s t i l l remains t o be seen? 

MR. CARROLL: That's c o r r e c t . 

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions of t h i s witness. 

I'm s o r r y , Mr. Owen, d i d you have — 

MR. OWEN: No questions, Mr. Examiner. 

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

Mr. Catanach. 

EXAMINER CATANACH: Okay, the r e being nothing 

f u r t h e r i n t h i s case, Case 12,191 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

9:03 a.m.) 

i.ecrcLb/ me of\Jm.l9^---
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