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THE OIL CONSERVATION DIVISION FOR THE 
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APPLICATION OF OXY USA, INC., TO RESCIND 
DIVISION ORDER R-4949 WHICH ADOPTED THE 
SPECIAL POOL RULES FOR THE NORTH BURTON 
FLATS-WOLFCAMP GAS POOL, EDDY COUNTY, 
NEW MEXICO 

CASE NO. 12 ,447 
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REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MARK ASHLEY, Hearing Examiner 

<: l 
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J u l y 13th, 2000 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MARK ASHLEY, Hearing 

Examiner on Thursday, J u l y 13th, 2000, a t the New Mexico 

Energy, Minerals and Natural Resources Department, Porter 

H a l l , 2 04 0 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 

9:45 a.m.: 

EXAMINER ASHLEY: At t h i s time D i v i s i o n c a l l s 

Case 12,447, A p p l i c a t i o n of OXY USA, Inc . , t o r e s c i n d 

D i v i s i o n Order R-4949 which adopted the s p e c i a l pool r u l e s 

f o r the North Burton Flats-Wolfcamp Gas Pool, Eddy County, 

New Mexico. 

C a l l f o r appearances. 

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 App l i c a n t , and I have one witness t o be 

sworn. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witness please r i s e t o be sworn in? 

(Thereupon, the witness was sworn.) 

EXAMINER ASHLEY: Mr. Kellahin? 

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 a 

r e g u l a t o r y a f f a i r s engineer f o r OXY USA i n Houston, Texas. 
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Q. On p r i o r occasions, have you t e s t i f i e d before the 

D i v i s i o n , Mr. Foppiano, and been recognized as an expert i n 

petroleum engineering? 

A. Yes, I have. 

Q. 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 your 

company, have you made an i n v e s t i g a t i o n of the engineering 

aspects of t h i s case? 

A. Yes, I have. 

Q. And based upon t h a t study, do you now have 

opinions and conclusions concerning the pool r u l e s t h a t are 

sub j e c t t o t h i s production? 

A. Yes, I do. 

MR. KELLAHIN: We tender Mr. Foppiano as an 

expert witness. 

EXAMINER ASHLEY: Mr. Foppiano 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 take a moment, Mr. 

Foppiano, and u n f o l d E x h i b i t 1. What i s represented by the 

yello w o u t l i n e on t h i s d i s p l a y , Mr. Foppiano? 

A. Well, t h i s d i s p l a y i s a p l a t showing the Wolfcamp 

w e l l s i n Township 2 0 South, Range 2 8 East, and the 

surrounding area. And shown i n yellow, or dark y e l l o w , are 

the boundaries of the North Burton Flat-Wolfcamp Gas Pool. 

Q. Let's set t h a t d i s p l a y aside f o r a moment and 

i d e n t i f y f o r the Examiner E x h i b i t Number 2. What i s t h i s ? 

A. E x h i b i t Number 2 i s the order s e t t i n g out the 
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f i e l d r u l e s a p p l i c a b l e t o the North Burton Flat-Wolfcamp 

Gas Pool. 

Q. I t was o r i g i n a l l y issued on January 22nd of 1975, 

and i t ' s Order Number R-4949? 

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

Q. Can you summarize f o r us the major p o r t i o n s of 

the r u l e t h a t make them s p e c i a l from the general rules? 

A. Yes, I can. The order, p e r t i n e n t s e c t i o n s of the 

r u l e , r e l a t e t o spacing and allowable. I n p a r t i c u l a r , Rule 

Number 2 re q u i r e s standard u n i t s of 3 20 acres and one w e l l 

per 32 0 acres. 

I t also has, i n Rule Number 4, the setback 

requirements of 660 from the side boundary and 1980 from 

the end boundary, which are r e f l e c t i v e of what the 

statewide r u l e s were i n e f f e c t a t t h a t time, I b e l i e v e . 

Rule Number 5 sets out an allowable f o r each w e l l 

producing from t h a t pool of 1.5 m i l l i o n a day. 

Q. A l l r i g h t . Those are the major components of the 

r u l e , r i g h t ? 

A. Yes. 

Q. Let's address the f i r s t one. Rule 2 says 320 

acres. Are you proposing t o change t h a t ? 

A. No. 

Q. A l l r i g h t . The footage requirements i n Rule 4, 

which are c u r r e n t l y 660 from the side and 1980 from the 
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end, do you propose t o change those rules? 

A. Yes. 

Q. I n what way would you change them? 

A. We f e e l i t ' s appropriate at t h i s time t o 

e l i m i n a t e these setbacks i n favor of the new statewide Rule 

104 setbacks, which would allow 660 from the outer boundary 

of the 160-acre t r a c t on which the w e l l i s locat e d . 

Q. Okay. The i m p l i c a t i o n and i n t e r p r e t a t i o n of t h i s 

order i s such t h a t the p r a c t i c e i s t o l i m i t spacing u n i t s 

i n t h i s pool t o one w e l l per 320, co r r e c t ? 

A. Yes. 

Q. What do you propose t o do about w e l l density? 

A. Well, under new Rule 104, we would be allowed two 

w e l l s per 32 0, and t h a t ' s what we would propose as the 

f i n a l r e s u l t of t h i s hearing. 

Q. And then f i n a l l y , t h i s w e l l has a gas allowable 

l i m i t of 1.5 m i l l i o n today, correct? 

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

Q. What would you propose t o do w i t h t h a t r u l e ? 

A. Eliminate i t . 

Q. What i s the net e f f e c t , then, i f the Examiner 

grants your A p p l i c a t i o n ? 

A. The e x i s t i n g w e l l s and t h e i r p r o d u c t i o n and any 

new w e l l s t h a t could be completed i n the pool would be 

governed under Rule 104. 
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Q. A l l r i g h t , s i r . Let's go back and look a t 

E x h i b i t 1, and when I r e l a t e E x h i b i t 1 t o the order, 4949, 

I f i n d t h a t C i t i e s Service was keying o f f a w e l l i n U n i t C 

i n Section 14, 2 0 South, 2 8 East. I t was the Government T 

1 w e l l . I s t h a t your knowledge and understanding? 

A. Yes. 

Q. That was the key w e l l , then, upon which the r u l e s 

were o r i g i n a l l y e s t a b l i s h e d , c o r r e c t ? 

A. That's my understanding, yes. 

Q. A l l r i g h t . Let me have you discuss w i t h Mr. 

Ashley the component of the c u r r e n t r u l e t h a t e s t a b l i s h e d 

the basis f o r the 1.5-million-a-day gas l i m i t . What i s 

your b e l i e f as t o why t h a t occurred? 

A. Well, i n reviewing the testimony f o r the hearing 

and l o o k i n g at the f i e l d performance, i t ' s obvious t h a t 

what was a n t i c i p a t e d a t t h a t time were two t h i n g s . One, 

t h i s i s a gas-condensate r e s e r v o i r . I t became obvious 

e a r l y on t h a t i t was a retrograde gas-condensate r e s e r v o i r , 

and t h e r e was some i n t e r e s t a t the time i n l o o k i n g a t the 

r e i n j e c t i o n of a processed gas t o maximize the l i q u i d 

recovery from t h i s r e s e r v o i r . 

Also, there was probably some concern, although 

you have t o read between the l i n e s i n the t r a n s c r i p t , but I 

be l i e v e t h e r e was some concern about p u l l i n g the w e l l s too 

hard and causing some higher than normal, or higher than 
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would be necessary, l i q u i d s a t u r a t i o n s near the w e l l b o r e , 

t o the detriment of the u l t i m a t e recovery. 

So I t h i n k there were r e a l l y two reasons f o r the 

1.5 m i l l i o n a day: t r y i n g t o keep the w e l l s from being 

p u l l e d too hard, and also t o maintain the r e s e r v o i r as long 

as p o s s i b l e above the dewpoint t o f a c i l i t a t e or a l l o w time 

f o r i n v e s t i g a t i o n of secondary and t e r t i a r y recovery 

methods, i . e . , the i n j e c t i o n of gas t o maximize l i q u i d 

recovery. 

Q. Let me ask you two questions. F i r s t , were th e r e 

any w e l l s i n t h i s pool t h a t were ever r e s t r i c t e d by the gas 

allowable l i m i t ? 

A. I t does not appear from my i n v e s t i g a t i o n of a l l 

the w e l l s and t h e i r production p r o f i l e s over the e n t i r e 

l i f e of the pool t h a t any w e l l ever produced a t any l e n g t h 

of time a t 1.5 m i l l i o n a day or above. 

Q. I s i t necessary now t o continue t o maintain the 

gas-allowable l i m i t of 1.5 m i l l i o n , and i f not, why not? 

A. Well, i t ' s not necessary, because the r e s e r v o i r 

i s now f a r below the dewpoint. As i t i s r i g h t now, the 

r e s e r v o i r pressure has declined, and we're t o the p o i n t 

where a l l the w e l l s are producing a t maximum cap a c i t y . 

They're a l l r i d i n g the l i n e pressure, so t o speak. The 

average producing r a t e s of the w e l l s i s around 2 00 MCF a 

day, f a r below the 1.5 m i l l i o n . 
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And so there's not r e a l l y any e x p e c t a t i o n t h a t a 

1.5-million-a-day allowable — a c o n t i n u a t i o n of t h a t 

a l l o w a b l e r e s t r i c t i o n i s necessary f o r any conservation 

reason. 

Q. Let's t a l k about a l t e r i n g the w e l l - l o c a t i o n 

requirements i n conjunction w i t h i n c r e a s i n g w e l l d e n s i t y 

under Rule 104, which would give you an o p t i o n a l second 

w e l l o p p o r t u n i t y i n t h i s pool t h a t you don't c u r r e n t l y 

enjoy. What would be the b e n e f i t of doing t h a t ? 

A. Well, the primary b e n e f i t , t h i s — as I described 

before, t h i s r e s e r v o i r i s on i t s — i t ' s a mature 

r e s e r v o i r , and we don't a n t i c i p a t e d r i l l i n g w e l l s w i t h the 

primary o b j e c t i v e being the Wolfcamp zone i n t h i s area, 

because of the low reserves, recoverable reserves t h a t 

would be associated w i t h i t . 

But we do d r i l l deeper w e l l s i n t h i s area t o the 

Morrow, so we penetrate the Wolfcamp, and we already have 

e x i s t i n g Morrow w e l l s t h a t have recompletion o p p o r t u n i t i e s 

i n the Wolfcamp on the other 160. 

So what we see here are j u s t b a s i c a l l y some 

recompletion p o s s i b i l i t i e s and some secondary o b j e c t i v e s 

when we d r i l l deeper f o r a Morrow i n t h i s area. So i t ' s 

r e a l l y b a i l o u t zones, i s what we're l o o k i n g a t . 

Q. Give us your explanation and o p i n i o n concerning 

the r e s e r v o i r management of the pool i n terms of i n c r e a s i n g 
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the w e l l d e n s i t y . W i l l t h a t increased-density w e l l a f f o r d 

the o p p o r t u n i t y t o recover incremental reserves t h a t would 

not otherwise be produced, or would i t simply represent a 

r a t e a c c e l e r a t i o n ? 

A. We have evidence t h a t we b e l i e v e s t r o n g l y shows 

t h a t increased recovery w i l l r e s u l t i f the r u l e s were 

rescinded and we were allowed t o operate under statewide 

r u l e s here, both i n l i q u i d and i n gas re c o v e r i e s . 

Q. A l l r i g h t , s i r . Let's t u r n t o some of the 

s p e c i f i c s of the data t h a t you've reviewed and a s s i m i l a t e d . 

Let's take a moment and look a t E x h i b i t 3. I d e n t i f y t h a t 

f o r us so t h a t we understand how you have organized the 

d i s p l a y , and then describe the p o i n t s of importance t o you. 

A. E x h i b i t Number 3 i s a production p r o f i l e of a l l 

the w e l l s t h a t produced from the North Burton Flat-Wolfcamp 

Gas Pool. I t ' s on a d a i l y r a t e basis on the l e f t s i d e , and 

on the r i g h t side i s the legend or the ax i s f o r the w e l l 

count and the GOR. 

Shown i n black, the heavy black l i n e a t the top, 

uppermost curve, i s the d a i l y gas r a t e f o r the f i e l d , 

t h a t ' s the e n t i r e f i e l d . And the curve r i g h t below t h a t , 

shown i n black and — green, I guess, i s the o i l r a t e or 

condensate r a t e from the f i e l d . Below t h a t and shown i n 

red i s the w e l l count f o r the f i e l d . And then the 

bottommost curve, shown i n yellow, i s the GOR of the f i e l d . 

STEVEN T. BRENNER, CCR 
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And you can see production commences 1974, 1975, 

t h a t time frame. And you can see what happens over time: 

The number of w e l l s , i n i t i a l development, went up and then 

k i n d of steadied out at around 15. There were some 

f l u c t u a t i o n s l a t e r on. And the c u r r e n t w e l l count today i s 

14 a c t i v e w e l l s i n the North Burton Flat-Wolfcamp Gas Pool. 

You can see, as i s t y p i c a l f o r a retrograde gas condensate 

r e s e r v o i r , the GOR shot up, dropped down a l i t t l e b i t , and 

now i t ' s j u s t continued t o gr a d u a l l y increase over time as 

we approach d e p l e t i o n . 

You can see the green l i n e , o i l r a t e s , have 

dropped, c o n s i s t e n t w i t h a normal retrograde gas condensate 

r e s e r v o i r over time. And the gas r a t e s have dropped, and 

you can see i n the recent, years, p a r t i c u l a r l y i n 1997, on 

forward, there's a c t u a l l y been an increase i n the gas r a t e 

from the pool. And we f e e l l i k e there's two reasons f o r 

t h a t . 

One, there were some changes i n the operating 

pressure of the gathering system out the r e where some 

c e n t r a l compression was i n s t a l l e d t h a t dropped the 

ga t h e r i n g pressure s i g n i f i c a n t l y , and t h a t allowed gas 

pro d u c t i o n t o increase since the w e l l was r i d i n g the l i n e . 

And also, the d r i l l i n g of an a d d i t i o n a l w e l l i n 

1997, the OXY Government NBFD Number 1 the r e i n the 

southwest quarter of Section 11, which w e ' l l t a l k a l i t t l e 
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b i t more i n d e t a i l here i n a minute. 

Q. When I t u r n t o E x h i b i t 4, Mr. Foppiano, what am I 

lo o k i n g a t i n t h i s package of displays? 

A. E x h i b i t 4 i s j u s t a pool t h a t we d i d t o create 

p r o d u c t i o n d e c l i n e curves of the gas r a t e s from each w e l l 

i n the North Burton Flat-Wolfcamp Gas Pool. And the 

primary reason f o r doing t h i s was t o i n v e s t i g a t e i f any 

w e l l s had produced f o r very long a t the 1.5 m i l l i o n a day. 

And so b a s i c a l l y I d i d t h a t t o do t h a t k i n d of research, 

and t h i s i s a pool f o r a l l those w e l l s . I t j u s t shows the 

gas r a t e , and i t i s on a d a i l y r a t e basis. 

Q. A l l r i g h t , s i r . Let's go back t o E x h i b i t 1, and 

I want t o focus your a t t e n t i o n f o r a moment on the 

southwest quarter of Section 11, and I want t o look a t the 

w e l l i n the southwest quarter of 11 t h a t you have captioned 

the Government NBFD Number 1. Do you see t h a t w e l l ? 

A. Yes. 

Q. Turn now w i t h me t o E x h i b i t 5 and t e l l me what 

t h i s i s i n r e l a t i o n s h i p t o t h a t w e l l . 

A. Okay, before I describe E x h i b i t 5, l e t me j u s t 

draw the Examiner's a t t e n t i o n t o the E x h i b i t 1 and e x p l a i n 

a l i t t l e b i t of why we looked a t t h a t p a r t i c u l a r area. 

E x h i b i t 1 shows the l o c a t i o n of the NBFD w e l l i n 

the southwest quarter of Section 11. And then surrounding 

t h a t , t h e r e were e x i s t i n g Wolfcamp w e l l s on every 160 
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surrounding t h a t , and i n f a c t t h e r e was a Wolfcamp w e l l on 

the e x i s t i n g spacing u n i t f o r the NBFD. The NBFD a c t u a l l y 

was authorized under a separate order t o be completed i n 

the Wolfcamp, and because i t was o r i g i n a l l y d r i l l e d as a 

Devonian t e s t , which turned out t o be a dry hole i n the 

Devonian. 

So what we've got here w i t h t h i s s i t u a t i o n i s 

e s s e n t i a l l y less than 160-acre e f f e c t i v e d e n s i t y i n t h i s 

one p a r t i c u l a r area, or i n and around the NBFD l o c a t i o n . 

So we thought i t i n s t r u c t i v e t o i n v e s t i g a t e the performance 

of the NBFD w e l l i n r e l a t i o n t o the performance of the 

o f f s e t t i n g w e l l s t o see i f there had been any i n t e r f e r e n c e 

or anything t h a t would lead us t o be l i e v e t h a t we were j u s t 

a c c e l e r a t i n g reserves or whatever. 

So t h a t was — E x h i b i t Number 5, then, i s a 

prod u c t i o n d e c l i n e curve. You can see i t shows the 

i n c l i n i n g p roduction f o r t h i s w e l l . But i t ' s on a gas — 

The only curve shown i s the gas r a t e on a d a i l y basis, MCF 

per day. But you can t e l l the w e l l was completed r i g h t 

t h e r e around e a r l y 1997, and i t ' s c o n t i n u i n g t o produce t o 

t h i s day. I t was o r i g i n a l l y completed a t around — a 

l i t t l e less than 200 MCF a day, and i t ' s approaching a 

l i t t l e less than 3 00 MCF a day i n gas r a t e . And as you can 

see, i t ' s showing, over time, b a s i c a l l y i n c r e a s i n g 

p r o d u c t i o n . 
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Another t h i n g I ' d l i k e t o p o i n t out about i t s 

performance: I n i t i a l l y when i t was t e s t e d , the GOR of the 

w e l l was 2278; y e t over the three-year h i s t o r y of t h i s 

w e l l , the cumulative GOR i s over 15,000. And what t h a t ' s 

i n d i c a t i n g t o us i s t h a t the l i q u i d s recovered, by t h i s w e l l 

are e s s e n t i a l l y l i q u i d s t h a t dropped out when the r e s e r v o i r 

pressure f e l l and l i q u i d s a t u r a t i o n increased i n the 

r e s e r v o i r , and when t h i s w e l l was d r i l l e d i n t h i s depleted 

area, i t allowed the recovery of l i q u i d s t h a t I don't 

b e l i e v e would have been recovered by any of these o f f s e t 

w e l l s . 

And yet i t ' s — And now as i t ' s d e p l e t i n g t h a t 

area, i t s GOR, of course, i s going back up. But i t has 

recovered some l i q u i d s . And i f y o u ' l l n o t i c e from the 

c h a r t , a t the bottom, the o i l cumulative recovery so f a r 

has been 16,000 b a r r e l s of condensate. 

So we t h i n k t h a t t h i s shows us t h a t even on t h i s 

d e n s i t y p a t t e r n there are 16,000 b a r r e l s of incremental 

l i q u i d recovery t h a t wouldn't have occurred from the o f f s e t 

w e l l s . 

And then cumulative recovery from the w e l l so f a r 

i n the f i r s t t h ree years i s 252 m i l l i o n . As we say, t h i s 

i s not a barn-burner w e l l , and t h i s i s probably what we 

would expect of any w e l l s t h a t were recompleted i n the area 

as a r e s u l t , i f t h i s — i f our A p p l i c a t i o n was approved. 
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Q. A l l r i g h t . So when we look a t the Government 

NBFD 1 and see i t s production h i s t o r y f o r gas on E x h i b i t 5, 

t h a t p r o d u c t i o n s t a r t e d i n about 1997? 

A. Yes. 

Q. And t h a t p r i o r t o t h a t there were e x i s t i n g 

Wolfcamp w e l l s adjacent t o t h i s w e l l i n a d e n s i t y t h a t 

would be comparable t o what you would receive i f the r u l e s 

are rescinded and you go t o the c u r r e n t Rule 104? 

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

Q. As p a r t of your a n a l y s i s , then, knowing what the 

NBFD w e l l i s capable of doing, d i d you have a v a i l a b l e t o 

you s u f f i c i e n t data t o see i f i t s production was adversely 

a f f e c t i n g t h i s o f f s e t t i n g w e l l pattern? 

A. Yes, I went ahead and i n v e s t i g a t e d the gas r a t e s 

on a l l f o u r w e l l s , and I summed them up, and the sum of 

those gas r a t e s on the o f f s e t w e l l s i s shown on E x h i b i t 6. 

Q. A l l r i g h t , l e t ' s look a t 6 and have you describe 

t h a t d i s p l a y , and then l e t ' s have you help us convert the 

scales — These are on d i f f e r e n t scales, aren't they? 

A. Yes, they're on d i f f e r e n t v e r t i c a l scales. The 

time scales are the same. 

Q. Let's make the conversion and show where we 

should have seen an adverse e f f e c t on t h i s w e l l grouping i f 

they had been i n e f f e c t i v e communication w i t h the newest 

w e l l . 
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A. Okay, i f we o v e r l a i d the graphs we would see t h a t 

o bviously the NBFD w e l l curve would be below the curve 

shown on E x h i b i t 6. I t would be from 2 00 t o 3 00 MCF a day. 

The curve shown on E x h i b i t 6 i s — p a r t i c u l a r l y from 1997 

on, shows combined production r a t e of about a m i l l i o n a 

day, or a l i t t l e higher than a m i l l i o n a day, a c t u a l l y . 

And I t h i n k what's i l l u s t r a t i v e about these 

e x h i b i t s i s t h a t the production from the NBFD has had no 

e f f e c t , no adverse e f f e c t , on the pr o d u c t i o n from the f o u r 

o f f s e t t i n g w e l l s . And t h i s , of course, i s i n d i c a t i n g t o us 

t h a t these are incremental reserves being produced and not 

accelerated reserves t h a t would have been produced by the 

o f f s e t w e l l s . 

Q. I s t h i s data, i n your o p i n i o n , s u f f i c i e n t t o 

s a t i s f y you as a petroleum engineer t h a t i t ' s now 

app r o p r i a t e t o rescind the c u r r e n t rules? 

A. Yes, i t i s . 

Q. Have you shared t h a t p o s i t i o n w i t h the other 

operators i n the pool? 

A. Yes. 

Q. Let's i d e n t i f y f o r Mr. Ashley who those other 

operators are. 

A. R e f e r r i n g back t o E x h i b i t 1, we have t h r e e other 

operators i n the f i e l d — a c t u a l l y , I ' d have t o say we have 

f o u r , and I can ex p l a i n the d i f f e r e n c e t h e r e — of a c t i v e 
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w e l l s i n the f i e l d . We have Chi Operating, or Chi Energy, 

V i s i o n and Yates. And ONGARD shows Exxon t o have a w e l l i n 

the f i e l d ; i t ' s a sal t w a t e r disposal w e l l . And i t escapes 

me why i t ' s assigned t o t h i s f i e l d ; I don't b e l i e v e i t ' s 

d i s p o s i n g of water under the Wolfcamp. But nonetheless, 

i t ' s showing up on ONGARD, and we t r e a t e d them as any other 

operator i n the pool. 

So what we d i d before we ever f i l e d the 

A p p l i c a t i o n i s , I d r a f t e d a l e t t e r w i t h a l l the i n f o r m a t i o n 

I had a v a i l a b l e t o me, t o the fo u r operators i n the f i e l d , 

and s a i d , here's what we would propose, here's why we would 

propose i t , here's a waiver f o r you t o execute i f you have 

no o b j e c t i o n . I f you do have any o b j e c t i o n s please l e t me 

know, I ' d be i n t e r e s t e d t o hear them. And I got no 

response other than the signed waivers from a l l the other 

operators. 

Q. Let's t u r n t o E x h i b i t 7. I t ' s marked 7-A, 7-B, 

and the l a t e s t one I've received yesterday i s now marked 7-

C. I s t h i s the l e t t e r you sent? 

A. Yes, t h i s i s the l e t t e r I sent, and these are 

executed by the other operators of a c t i v e l y producing 

Wolfcamp w e l l s i n the pool. And i t evidences t h e i r waiver 

of any o b j e c t i o n t o our proposal t o r e s c i n d the pool r u l e s 

f o r t h i s f i e l d . 

Q. Okay. And so you have a signed waiver from 
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V i s i o n , from Yates Petroleum Corporation and Chi Operating? 

A. Yes. 

MR. KELLAHIN: I n a d d i t i o n , Mr. Examiner, our 

n o t i c e of hearing i s marked as E x h i b i t 8. I t shows the 

n o t i c e l e t t e r , and we sent a l l these p a r t i e s the a c t u a l 

A p p l i c a t i o n , and i t shows t o whom those n o t i c e s were sent. 

I have not received any ob j e c t i o n s . 

That concludes our p r e s e n t a t i o n , Mr. Examiner. 

And w i t h your permission we would move the 

admission of E x h i b i t s 1 through 8. 

EXAMINER ASHLEY: E x h i b i t s 1 through 8 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Foppiano, do you know what the drainage 

r a d i u s i s of these wells? 

A. No, I have not c a l c u l a t e d the drainage r a d i u s of 

the w e l l s . We d i d i n v e s t i g a t e t r y i n g t o c a l c u l a t e some 

drainage radiuses of these w e l l s when we came t o the 

D i v i s i o n f o r the hearing on the NBFD, and as I r e c a l l , the 

testimony was based on the log i n f o r m a t i o n and the type of 

environment we had. I t was r a t h e r d i f f i c u l t t o get good 

p o r o s i t y and water s a t u r a t i o n i n f o r m a t i o n from t h i s 

carbonate r e s e r v o i r . 

Plus, there's k i n d of one main body of pay i n 
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t h i s area around the NBFD, but there are sev e r a l s t r i n g e r s , 

and so t r y i n g t o estimate the extent of the s t r i n g e r s i s 

r a t h e r d i f f i c u l t . So the long-winded answer t o your 

questio n , no, we d i d n ' t r e a l l y f e e l the r e s u l t s would be 

very good. 

Q. Now, i s the NBFD an i n f i l l w e l l ? I s t h a t d r i l l e d 

on a — I t ' s the second w e l l on a p r o r a t i o n u n i t ? 

A. When we came t o the D i v i s i o n t o request approval 

of t h a t w e l l as an i n f i l l w e l l , the D i v i s i o n approved i t . 

But they approved the simultaneous d e d i c a t i o n of i t , w i t h 

the understanding t h a t i t would be p e r f o r a t e d i n Sections 

t h a t were not p e r f o r a t e d i n the e x i s t i n g w e l l on the same 

160, which was the Government AB Number 1, and we were 

d i r e c t e d t o the D i s t r i c t O f f i c e t o get approval of our 

p e r f o r a t i o n s i n the Wolfcamp, which we d i d do t h a t . So we 

p e r f o r a t e d i t as re q u i r e d , and those p e r f o r a t i o n s were 

approved by the D i s t r i c t O f f i c e . 

So I'm not sure I can answer your question. I t 

was a simultaneous d e d i c a t i o n w i t h a r e s t r i c t i o n . 

Q. Do you have an order number f o r t h a t ? 

MR. KELLAHIN: We have a copy of the order, Mr. 

Examiner. 

Q. (By Examiner Ashley) Okay. Thank you. 

So the surrounding w e l l s , the w e l l s surrounding 

the NBFD, are producing from a d i f f e r e n t zone w i t h i n the 
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Wolfcamp? 

A. They are a l l p e r f o r a t e d i n the same main pay as 

the Wolfcamp. There's a main p o r o s i t y i n t e r v e i l t h e r e 

t h a t ' s somewhat — t h a t ' s p r e t t y continuous through t h a t 

area. But the r e are s t r i n g e r s t h a t were p e r f o r a t e d i n the 

NBFD w e l l , t h a t were also p e r f o r a t e d i n the o f f s e t t o the 

south and east, which i s the T Com Number 1. And we t h i n k 

t h a t ' s another reason f o r some increased reserves on 

smaller than 320-acre spacing, i s because of the presence 

of these p o r o s i t y s t r i n g e r s i n the e n t i r e b u i l d u p s e c t i o n 

of the Wolfcamp. 

Q. And so the NBFD i s not p e r f o r a t e d i n the main pay 

of the Wolfcamp, i s t h a t — 

A. That i s c o r r e c t . 

Q. Okay. And so the response t h a t you saw i n the 

condensate i n the NBFD was from the s t r i n g e r s t h a t are 

pe r f o r a t e d i n other w e l l s , but these other w e l l s are not 

able t o reach t h a t or would not be producing t h a t ? 

A. I t h i n k the NBFD encountered depleted r e s e r v o i r 

where i t was p e r f o r a t e d . The i n i t i a l pressures, s h u t - i n 

pressures, i n d i c a t e d t o us i t was depleted. Even though i t 

was not p e r f o r a t e d i n the main body of the Wolfcamp 

p o r o s i t y , i t was pe r f o r a t e d i n sections t h a t were producing 

i n o f f s e t w e l l s . 

The r e s u l t was, every i n d i c a t i o n t o us was t h a t 
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i t was p e r f o r a t e d , and the drainage area of the NBFD has 

been depleted by o f f s e t production. I s t h a t because we 

p e r f o r a t e d i n c o r r e l a t i v e s t r i n g e r s from another w e l l , or 

because th e r e i s v e r t i c a l c o n d u c t i v i t y i n the r e s e r v o i r ? 

I t ' s r e a l l y hard t o say. But i t does appear, obvi o u s l y , 

t h a t i t ' s been depleted. 

Q. Okay. Can you summarize again f o r me why you 

f e l t l i k e these pool r u l e s were put i n place? 

A. From my read of the testimony and the e x h i b i t s , 

the pool r u l e s o r i g i n a l l y were set up t o provide the 

o p p o r t u n i t y f o r a gas i n j e c t i o n p r o j e c t , t o maximize the 

l i q u i d recovery and t o r e s t r i c t development t o one w e l l per 

320, and also t o provide — I t h i n k the primary reason was 

t o provide the r a t e r e s t r i c t i o n of 1.5 m i l l i o n a day. 

I t h i n k there was — What they were t r y i n g t o do 

th e r e , I b e l i e v e , was t o r e s t r i c t the r a t e t o prevent 

excessive l i q u i d dropout r i g h t around the w e l l b o r e area, 

which would reduce the r e l a t i v e p e r m e a b i l i t y of the gas and 

reduce the f l o w r a t e r i g h t around those wellbores. And 

they were t r y i n g t o keep the r e s e r v o i r as long as p o s s i b l e 

t o provide time f o r t h a t a n a l y s i s and t h a t p r o j e c t t o go 

forward i f i t turned out t o be economically f e a s i b l e . 

Obviously, i t d i d n ' t t u r n out t o be economically 

f e a s i b l e , i t was never undertaken, and so the r e s e r v o i r was 

j u s t depleted under these c u r r e n t r u l e s . 
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EXAMINER ASHLEY: Okay. Mr. Ke l l a h i n ? 

MR. KELLAHIN: Sir? 

EXAMINER ASHLEY: Can you provide a d r a f t order? 

MR. KELLAHIN: Yes, s i r , I ' d be happy t o . 

EXAMINER ASHLEY: Can you give me a date t h a t you 

can provide t h a t d r a f t order? 

MR. KELLAHIN: I need t o do i t before I go on 

vac a t i o n , so y o u ' l l get i t probably on Tuesday. 

EXAMINER ASHLEY: Tuesday, which i s — 

MR. KELLAHIN: Next week. 

EXAMINER ASHLEY: — the 18th? 

MR. KELLAHIN: Yes, s i r . 

EXAMINER ASHLEY: Okay. I have no t h i n g f u r t h e r , 

thank you. 

There being nothing f u r t h e r i n t h i s case, Case 

12,447 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:15 a.m.) 

* * * 
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