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EXAMINER STOGNER: L e t ' s c a l l t h e 

h e a r i n g t o o r d e r f o r Docket No. 36 - 9 1 . Today's 

d a t e , p l e a s e n o t e , December 19, 1991. I'm 

M i c h a e l E. S t o g n e r , t h e a p p o i n t e d h e a r i n g o f f i c e r 

f o r t o d a y ' s cases. 

I ' l l c a l l f o r t h e f i r s t case t o d a y , 

Case No. 10424. 

MR. STOVALL: A p p l i c a t i o n o f C i t a t i o n 

O i l & Gas C o r p o r a t i o n f o r downhole c o m m i n g l i n g , 

M c K i n l e y County, New Me x i c o . 

EXAMINER STOGNER: C a l l f o r 

ap p e a r a n c e s . 

MR. KELLAHIN: I f t h e Exami n e r , p l e a s e , 

I'm Tom K e l l a h i n o f t h e Santa Fe law f i r m o f 

K e l l a h i n , K e l l a h i n & Aubr e y , a p p e a r i n g on b e h a l f 

of t h e a p p l i c a n t , and I have one w i t n e s s t o be 

sworn. 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s i n t h i s m a t t e r ? 

W i l l t h e w i t n e s s , p l e a s e , s t a n d and be 

sworn a t t h i s t i m e . 

DAN KELLY 

H a v i n g been d u l y sworn upon h i s o a t h , was 

examined and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

RODRIGUEZ-VESTAL REPORTING 
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BY MR. KELLAHIN: 

Q. Mr. K e l l y , f o r t h e r e c o r d w o u l d y o u , 

p l e a s e , s t a t e y o u r name and o c c u p a t i o n . 

A. My name i s Dan K e l l y . I'm a p e t r o l e u m 

e n g i n e e r f o r C i t a t i o n O i l & Gas. 

Q. Where do you r e s i d e , s i r ? 

A. I n M i d l a n d , Texas. 

Q. Have you on p r i o r o c c a s i o n s t e s t i f i e d 

as a p e t r o l e u m e n g i n e e r b e f o r e t h e D i v i s i o n ? 

A. No, s i r , I h a v e n ' t . 

Q. Summarize f o r us when and where you 

o b t a i n e d y o u r e n g i n e e r i n g d e g r e e . 

A. I r e c e i v e d a b a c h e l o r ' s i n s c i e n c e i n 

p e t r o l e u m e n g i n e e r i n g f r o m t h e C o l o r a d o S c h o o l o f 

Mines i n 1982. 

Q. Subsequent t o g r a d u a t i o n summarize f o r 

us Y o u r employment e x p e r i e n c e as an e n g i n e e r . 

A. Upon g r a d u a t i o n I went t o work f o r 

Tenneco O i l Company i n Denver, C o l o r a d o . I 

worked w i t h Tenneco f r o m 1982 t h r o u g h 1988. I 

sp e n t t h e f i r s t n i n e months o f 1989 i n Los 

An g e l e s as an o p e r a t i o n s manager f o r an 

i n d e p e n d e n t o i l p r o d u c e r . 

I was h i r e d on w i t h C i t a t i o n O i l & Gas 

i n September o f 1989 as an a r e a e n g i n e e r i n 

RODRIGUEZ-VESTAL REPORTING 
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c h a r g e o f t h e R o c k y M o u n t a i n D i s t r i c t . I 

c u r r e n t l y h o l d t h a t p o s i t i o n . 

Q. A r e y o u t h e e n g i n e e r t h a t i s p r i m a r i l y 

r e s p o n s i b l e f o r p r e p a r i n g t h e p r e s e n t a t i o n o f 

C i t a t i o n f o r y o u r r e q u e s t t o d o w n h o l e c o m m i n g l e 

p r o d u c t i o n i n t h e Hospah? 

A. Yes. s i r , I am. 

Q. S u m m a r i z e f o r us y o u r b a c k g r o u n d a n d 

e x p e r i e n c e w i t h r e g a r d s t o t h a t p r o p e r t y . 

A. As t h e a r e a e n g i n e e r o v e r t h e R o c k y 

M o u n t a i n s , my r e s p o n s i b i l i t i e s i n c l u d e g e n e r a t i n g 

a n d i m p l e m e n t i n g a l l e n g i n e e r i n g p r o j e c t s i n t h e 

S o u t h H o s p a h F i e l d . 

Q. B a s e d u p o n t h a t e x p e r i e n c e , Mr. K e l l y , 

h a v e y o u b e e n a b l e t o f o r m o p i n i o n s a b o u t t h e 

d o w n h o l e c o m m i n g l i n g a p p l i c a t i o n a n d y o u r 

c o m p a n y ' s p r o p o s a l t o c o m m i n g l e p r o d u c t i o n i n t h e 

S o u t h H o s p a h U p p e r Sand P o o l w i t h p r o d u c t i o n f r o m 

t h e S o u t h H o s p a h L o w e r Sand P o o l ? 

A. Y es, s i r . 

MR. KELLAHIN: We t e n d e r Mr. K e l l y as 

an e x p e r t p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Mr. K e l l y i s so 

q u a l i f i e d . 

Q. (BY MR. KELLAHIN) B e f o r e we go t h r o u g h 

RODRIGUEZ-VESTAL REPORTING 
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t h e a c t u a l e x h i b i t s t h a t you p r e p a r e d t o d a y , Mr. 

K e l l y , l e t me have you g i v e us a g e n e r a l i d e a o f 

t h e b a c k g r o u n d o f t h e b a s i s o f why y o u ' r e s e e k i n g 

t h i s a p p l i c a t i o n . 

F i r s t o f a l l , l e t ' s t a l k a b o u t t h e 

Upper Hospah. How many w e l l s a r e you s e e k i n g 

a p p r o v a l t o downhole commingle p r o d u c t i o n i n ? 

A. We c u r r e n t l y have 14 a c t i v e o i l 

p r o d u c e r s i n t h e Upper Hospah. 

Q. And how many a c t i v e p r o d u c e r s do you 

have i n t h e Lower Hospah? 

A. There a r e c u r r e n t l y 22 a c t i v e o i l 

Q. When you l o o k a t t h e Upper and Lower 

Hospah, what i s t h e h i g h e s t c u r r e n t o i l p r o d u c i n g 

r a t e on a d a i l y b a s i s f o r b o t h o f t h e p o o l s ? 

A. I n t h e South Hospah U n i t , or t h e Upper, 

i t ' s 14 b a r r e l s o f o i l p er day o u t o f one w e l l . 

T h a t ' s our maximum. And t h e n 14 b a r r e l s o f o i l 

per day o u t o f one w e l l i n t h e Lower a l s o . 

Q. When you a v e r a g e y o u r p r o d u c t i o n among 

t h e w e l l s i n t h e Upper Hospah, w h a t ' s y o u r 

a v e r a g e d a i l y o i l p r o d u c t i o n ? 

A. 2.9 b a r r e l s o f o i l per day per w e l l . 

Q. And f o r t h e Lower Hospah, what's y o u r 

RODRIGUEZ-VESTAL REPORTING 
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av e r a g e on a d a i l y b a s i s ? 

A. Almost s i x b a r r e l s o f o i l p er day p e r 

w e l i . 

Q . D e s c r i b e f o r us t h e p r o p e r t i e s . F i r s t 

o f a l l , l e t ' s d e a l w i t h t h e Upper Hospah. How 

has t h a t p r o d u c t i o n been c o n s o l i d a t e d f o r y o u r 

o p e r a t i o n s ? 

A. The Upper Hospah was u n i t i z e d i n 1968 

and i s c o m p l e t e l y — I d o n ' t know i f I u n d e r s t a n d 

t h e q u e s t i o n . I'm s o r r y . 

Q. W e l l , you've answered my q u e s t i o n . 

I t ' s a f e d e r a l u n i t , i s i t n o t ? 

A. Yes, s i r , i t i s a f e d e r a l u n i t . 

Q. When you l o o k a t p r o d u c t i o n i n t h e 

Lower Hospah, i s t h e r e a base f e d e r a l l e a s e f o r 

t h a t p r o d u c t i o n ? 

A. I t i s a base f e d e r a l l e a s e , y e s , s i r . 

Q. What i s t h e p l a n o f o p e r a t i o n t h a t i s 

c u r r e n t l y u t i l i z e d by y o u r company and was 

u t i l i z e d by y o u r p r e d e c e s s o r , Tenneco, i n t h e 

o p e r a t i o n s o f t h e p r o p e r t y ? 

A. We c u r r e n t l y have s e p a r a t e f l o w s t r e a m s 

f o r t h e o i l and commingle t h e w a t e r a f t e r i t has 

been p r o d u c e d and r e i n j e c t i t and d i s t r i b u t e i t 

a c c o r d i n g l y . 

RODRIGUEZ-VESTAL REPORTING 
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Q. Are you o p e r a t i n g e i t h e r o f t h e p o o l s 

or t h e w e l l s i n t h e p o o l under a w a t e r - f l o o d o r 

p r e s s u r e - m a i n t e n a n c e c o n c e p t ? 

A. Yes, s i r , we s u r e a r e . The Upper i s a 

u n i t i z e d w a t e r - f l o o d and t h e Lower, b e i n g a 

l e a s e , i s j u s t a p r e s s u r e - m a i n t e n a n c e t y p e o f 

o p e r a t i o n , b u t i t i s a l s o w a t e r - f l o o d . 

Q. D e s c r i b e f o r us why y o u ' r e s e e k i n g t o 

have p r o d u c t i o n commingled t h e n between t h e Upper 

and t h e Lower Hospah P o o l s w i t h i n t h e f e d e r a l 

l e a s e and t h i s c o r r e s p o n d i n g f e d e r a l u n i t . 

A. B o t h o f t h e s e zones a r e v e r y m a r g i n a l 

and a r e r a p i d l y a p p r o a c h i n g t h e i r economic 

l i m i t . By downhole c o m m i n g l i n g t h e s e zones, we 

f e e l t h a t we can s u b s t a n t i a l l y d e c r e a s e our 

o p e r a t i n g expense, t h u s e x t e n d i n g t h e l i f e o f t h e 

f i e l d s . 

Q. I n making y o u r a n a l y s i s o f e x t e n d i n g 

t h e p r o d u c t i v e l i f e o f t h e f i e l d , do you have an 

e s t i m a t e f o r t h e Examiner o f t h e a p p r o x i m a t e 

p e r c e n t a g e o f r e d u c t i o n i n o p e r a t i n g c o s t s i f he 

a p p r o v e s t h e downhole c o m m i n g l i n g f o r y o u r 

p r o j e c t ? 

A. Yes, s i r . I f e e l t h a t we can d e c r e a s e 

our LOE's i n t h e n e i g h b o r h o o d o f 16 t o 20 

RODRIGUEZ-VESTAL REPORTING 
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p e r c e n t . 

Q. I n t e r m s o f e x t e n d i n g t h e p r o j e c t ' s 

l i f e , do you have an e s t i m a t e o f t h a t p e r i o d o f 

t ime? 

A. Yes, s i r . R i g h t now based on t h e 

c a l c u l a t i o n s t h a t we're p r e s e n t i n g , 

t w o - a n d - t h r e e - q u a r t e r y e a r s w i l l be added 

a d d i t i o n a l l y t o t h e l i f e o f t h e s e p r o j e c t s . 

Q. As p a r t o f y o u r a n a l y s i s , were you a l s o 

a b l e t o d e t e r m i n e and f o r e c a s t t h e amount o f 

a d d i t i o n a l o i l t h a t w i l l be r e c o v e r e d i f downhole 

c o m m i n g l i n g i s approved? 

A. Yes, s i r . R i g h t now r o u g h l y 128,000 

b a r r e l s o f o i l can be a d d i t i o n a l l y p r o d u c e d f r o m 

t h i s p r o p e r t y i f t h i s downhole c o m m i n g l i n g o r d e r 

i s so g r a n t e d . 

Q. And c o r r e s p o n d i n g l y i f i t i s n o t 

a p p r o v e d , i t w i l l s h o r t e n t h e economic l i f e o f 

you r p r o j e c t , you c a n ' t r e d u c e y o u r c o s t s , and 

t h e r e w i l l be a p p r o x i m a t e l y 128,000 b a r r e l s o f 

o i l l e f t i n t h e r e s e r v o i r ? 

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

Q. When you l o o k a t t h e w o r k i n g i n t e r e s t 

o w n e r s h i p — 

A. Yes, s i r . 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

Q. — who a r e t h e w o r k i n g i n t e r e s t owners 

t h a t s h a r e i n t h e p r o d u c t i o n f r o m b o t h o f t h e 

p o o l s w i t h i n t h e a r e a o f t h e a p p l i c a t i o n ? 

A. C i t a t i o n O i l & Gas r e t a i n s 100 p e r c e n t 

w o r k i n g i n t e r e s t i n t h e S o u t h Hospah l e a s e or 

South Hospah U n i t i n t h e Upper and a l s o i n t h e 

Lower Hospah l e a s e . 

Q. And y o u r base l e a s e s a r e f e d e r a l 

l e a s e s ? 

A. Yes, s i r . 

Q. Do you have any d i f f e r e n c e s i n 

o v e r r i d i n g r o y a l t i e s between t h e o v e r r i d i n g 

r o y a l t i e s owners t h a t w o u l d p a r t i c i p a t e i n 

p r o d u c t i o n i n t h e Upper Hospah v e r s u s t h o s e t h a t 

w o u l d s h a r e i n p r o d u c t i o n i n t h e Lower Hospah? 

A. We do have a d i f f e r e n c e i n t h e Upper 

f r o m t h e Lower. 

Q. Give us a ran g e o f t h e m a g n i t u d e o f 

t h a t d i f f e r e n c e i n o v e r r i d i n g r o y a l t y o w n e r s h i p . 

A. Just a quick breakdown, Citation Oil & 

Gas r e t a i n s 8 4 . 6 - p l u s - o r - m i n u s p e r c e n t o f t h e 

r o y a l t y i n t e r e s t w i t h t h e M i n e r a l Management 

S e r v i c e h a v i n g 12.32 p e r c e n t o f t h e o v e r r i d e . 

The a d d i t i o n a l p l u s - o r - m i n u s - 3 p e r c e n t i n t h e 

Upper i s b r o k e n o u t between s i x o v e r r i d i n g 

RODRIGUEZ-VESTAL REPORTING 
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r o y a l t y i n t e r e s t owners. 

I n t h e Lower, C i t a t i o n r e t a i n s a 

s t r a i g h t 84-and-a-ha1f p e r c e n t . The M i n e r a l 

Management S e r v i c e has a s t r a i g h t 1 2 - a n d - a - h a l f 

p e r c e n t , and t h e 3 p e r c e n t i s d i v i d e d between 

f o u r o v e r r i d i n g r o y a l t y i n t e r e s t owners. 

Q. What i s t h e m a g n i t u d e o f t h a t change i n 

p e r c e n t a g e between t h e two p o o l s ? 

A. I d o n ' t know i f I u n d e r s t a n d t h e 

q u e s t i o n . I'm s o r r y . 

Q. T h e r e ' s a d i f f e r e n c e i n p e r c e n t a g e i n 

o w n e r s h i p between t h e owners t h a t s h a r e i n 

p r o d u c t i o n i n t h e two p o o l s ? 

A. Yes, s i r . I t ' s v e r y v a r i e d . 

Q. What i s t h e t o t a l range? 

A. I t ' s v e r y , v e r y s l i g h t , l e s s t h a n .8 

p e r c e n t , o r a r o u n d .8 p e r c e n t . 

Q. Have you made a d e t e r m i n a t i o n as an 

e n g i n e e r a b o u t how t o a l l o c a t e t h e p r o d u c t i o n 

between t h e i n t e r e s t owners i n t h e uppe r p o o l 

w i t h t h o s e owners i n t h e l o w e r p o o l s so t h a t each 

i n t e r e s t owner g e t s i t s f a i r and e q u i t a b l e s h a r e 

o f t h e p r o d u c t i o n as commingled? 

A. Yes, s i r . The a l l o c a t i o n f o r m u l a t h a t 

we're p r e s e n t i n g t o d a y i s based on a r a t i o o f 
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r e m a i n i n g economic r e s e r v e s under t h e c u r r e n t 

o p e r a t i n g c o n d i t i o n s . These r e s e r v e s were 

c a l c u l a t e d u s i n g h i s t o r i c a l d e c l i n e c u r v e s . 

Q. And you have t h e p r o d u c t i o n d e c l i n e 

c u r v e s i n y o u r d i s p l a y package? 

A. Yes, s i r . 

Q. And you can go t h r o u g h t h e c a l c u l a t i o n 

f o r us? 

A. Yes, s i r . 

Q. Have you s h a r e d t h e p r o p o s e d a l l o c a t i o n 

f o r m u l a w i t h t h o s e owners t h a t w i l l be a f f e c t e d 

by t h i s o r d e r ? 

A. Yes, s i r , I s u r e have. We s e n t o u t 

n o t i f i c a t i o n w i t h w a i v e r l e t t e r s i n f o r m i n g a l l 

i n t e r e s t e d p a r t i e s o f what we were t r y i n g t o 

t a k e , i n c l u d i n g t h e o f f s e t o p e r a t o r , and have 

r e c e i v e d w a i v e r f o r m s back f r o m a l i b u t one p a r t y 

t h a t c u r r e n t l y r e t a i n s .2 p e r c e n t p l u s - o r - m i n u s 

of o v e r r i d i n g r o y a l t y i n t h e upper f o r m a t i o n , and 

t h a t w o u l d be Santa Fe Energy R e s o u r c e s . 

Q. Have you been i n c o n t a c t w i t h Santa Fe 

Energy Resources t o d e t e r m i n e i f t h e y have any 

o b j e c t i o n t o h a v i n g t h e i r s h a r e o f p r o d u c t i o n 

commingled i n t h i s f a s h i o n ? 

A. Yes, s i r . I have t a l k e d t o t h e 
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d i s t r i c t or d i v i s i o n r e s e r v o i r e n g i n e e r f o r Santa 

Fe Energy Resources i n M i d l a n d , Texas. They were 

unaware t h a t t h e y h e l d t h i s o v e r r i d e . And t h e i r 

l a n d d e p a r t m e n t d i d n o t have any o f t h e 

a p p r o p r i a t e f i l e s t o make a d e c i s i o n w h e t h e r t h i s 

was e x a c t l y t h e amount o f o v e r r i d e t h a t t h e y 

r e t a i n i n t h i s u n i t . 

And based on t h e i r i n a b i l i t y t o 

d e t e r m i n e t h e i r o v e r r i d e and s u b s t a n t i a t i n g 

w i t h t h e i r own r e c o r d s , t h e y r e f u s e d . But t h e 

d i s t r i c t e n g i n e e r t o l d me t h a t i t wasn't even 

w o r t h t h e t i m e and t h e phone c a l l , t h a t he 

w o u l d s i g n o f f on t h i s i n a m i n u t e i f i n f a c t 

t h e i r s was .2 p e r c e n t o f t h e Upper's c u r r e c t 

p r o d u c t i o n . 

Q. K i s p r o b l e m was n o t w i t h t h e a l l o c a t i o n 

f o r m u l a b u t w i t h t h e f a c t t h a t he c o u l d n o t 

v e r i f y h i s own o w n e r s h i p o f i n t e r e s t i n t h e 

p r o j e c t ? 

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

Q. L e t ' s go t h r o u g h t h e e x h i b i t s now, Mr. 

K e l l y , so t h a t Examiner S t o g n e r w i l l u n d e r s t a n d 

t h e b a s i s f o r y o u r c o n c l u s i o n . F i r s t o f a l l , 

l e t ' s s t a r t w i t h t h e o v e r s h e e t . I t ' s s i m p l y a 

c o v e r s h e e t t o y o u r e x h i b i t . U n d e r n e a t h t h a t 
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J. v j 

what have you done? 

A. We've j u s t t r i e d t o g i v e you a l i s t o f 

t h e e x h i b i t s , b a s i c a l l y a t a b l e o f c o n t e n t s . 

Q. A l l r i g h t . L e t ' s t u r n t o E x h i b i t No. 

1. Would you i d e n t i f y t h a t f o r me? 

A. Yes, s i r . I n t h e South Hospah U n i t , or 

t h e Upper Sand P o o l , we have l i s t e d t h e w e l l s 

t h a t a r e c u r r e n t l y i n t h a t u n i t w i t h t h e s t a t u s 

a c t i v e b e i n g — or " A c t " s t a n d i n g f o r a c t i v e , 

"T/A" s t a n d i n g f o r t e m p o r a r y abandonment i n t h e 

second column. 

The t y p e o f w e l l i s e i t h e r an o i l w e l l 

or w a t e r - i n j e c t i o n w e l l , as you can see i n t h e 

t h i r d c olumn, w i t h t h e l o c a t i o n o f t h e w e l l by 

f o o t a g e s i n t h e l a s t column. 

Q. B e f o r e we go t o t h e second page o f 

E x h i b i t 1, l e t ' s t u r n t o t h e f i r s t page o f 

E x h i b i t 2. I d e n t i f y t h a t p l a t f o r me. 

A. The f i r s t page o f E x h i b i t 2 i s t h e 

l o c a t i o n p l a t f o r t h e South Hospah U n i t . 

Q. And t h i s w i l l be t h e upper sand w e l l s ? 

A. The upper sand w e l l s , y e s , s i r , t h a t 

a r e l i s t e d i n t h e f i r s t e x h i b i t on page 1. 

Q. When we l o o k a t t h e w e l l summary f o r 

t h e Upper Sand P o o l , do you p r o p o s e t o seek 
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a p p r o v a l f r o m t h e Examiner f o r c o m m i n g l i n g 

p r o d u c t i o n i n a l l t h e w e l l s t h a t a r e shown on t h e 

Upper Sand W e l l summary? 

A. Yes, s i r . 

Q. L e t ' s go t h e n t o t h e second page o f 

E x h i b i t 1 and i d e n t i f y t h a t f o r me. 

A. The second page c o n t a i n s a l i s t o f t h e 

w e l l s i n t h e South Hospah l e a s e o r t h e Lower Sand 

P o o l . 

Q. And t h e n c o r r e s p o n d i n g l y , when we go t o 

th e second page o f E x h i b i t 2, w i l l we f i n d a p l a t 

by w h i c h we can i d e n t i f y t h e n on t h e p l a t t h e 

w e l l s shown on page 2 o f E x h i b i t 1? 

A. Yes, s i r . 

Q. When we compare t h e l i s t o f w e l l s i n 

th e Upper and t h e Lower Sand, t h e l i s t i s 

s l i g h t l y d i f f e r e n t , i s n ' t i t ? 

A. Yes, s i r , i t s u r e i s . 

Q. And t h a t ' s because c e r t a i n w e l l s have 

y e t t o be e x t e n d e d i n t o t h e Lower P o o l , and 

c o r r e s p o n d i n g l y some o f t h e Lower P o o l w e l l s have 

y e t t o be p e r f o r a t e d i n t h e Upper Pool? 

A. T h a t ' s v e r y t r u e . 

Q. What's i s y o u r p l a n o f o p e r a t i o n t h e n 

f o r making t h e c o m m i n g l i n g o p e r a t i o n e f f e c t i v e i n 
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th e f i e l d ? What a r e you g o i n g t o do? 

A. We w o u l d l i k e t o s e l e c t i v e l y p e r f o r a t e 

I n t h e upper zone and c u r r e n t l o w e r - p r o d u c i n g 

w e l l s and l i k e w i s e s e l e c t i v e l y deepen, o r i n some 

cases i t won't be n e c e s s a r y t o deepen, e x i s t i n g 

upper p r o d u c e r s . 

Q. What's t h e p u r p o s e i n d o i n g t h a t ? 

A. To a l l o w us t o m i n i m i z e t h e number o f 

w e l l b o r e s t h a t we a r e c u r r e n t l y o p e r a t i n g i n t h a t 

u n i t . 

Q. D e s c r i b e f o r me how t h a t p r o c e s s w i l l 

a l s o a l l o w you t o e f f e c t i v e l y manage t h e w a t e r 

p r o d u c t i o n t h a t y o u ' r e managing i n t h e p o o l now. 

A. We f e e l t h a t by m i n i m i z i n g t h e number 

of w e l l s we can, number one, d e c r e a s e our 

o p e r a t i n g expense and l i k e w i s e p o s s i b l y i n c r e a s e 

our o i l - w a t e r r a t i o i n g i v e n w e l l s and a l l o w i n g 

us t o s h u t i n some o f t h e more m a r g i n a l o i l 

p r o d u c e r s i n d i f f e r e n t a r e a s o f t h e zone 

t h e r e f o r e a l l o w i n g us t o more s e l e c t i v e l y c y c l e 

t h e w a t e r and h a v i n g t o l e s s e n t h e amount o f 

w a t e r we h a n d l e e v e r y d a y , w h i c h w i l l v i r t u a l l y 

d e c r e a s e o ur l e a s e o p e r a t i n g expenses 

s i gn i f i c a n t l y . 

Q. Give us a q u i c k m e n t a l p i c t u r e o f t h e 
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p h y s i c a l r e l a t i o n s h i p o f t h e p o o l g e o l o g i c a l l y 

between t h e Upper P o o l and t h e Lower P o o l . 

A. The u p p e r ' s a v e r a g e d e p t h i s 1580 f e e t 

below s u r f a c e . I t ' s a p p r o x i m a t e l y 20 f e e t 

t h i c k . I t i s s e p a r a t e d f r o m t h e l o w e r zone by 

a p p r o x i m a t e l y 30, 35 f e e t w i t h t h e t h r e e - t o 

f o u r - f o o t c o a l member r i g h t on t o p o f t h e l o w e r 

zone t h a t I s a b a r r i e r c o n t i g u o u s t h r o u g h o u t t h e 

f o r m a t i o n . 

The l o w e r s a n d s t o n e i s r o u g h l y 28 f e e t 

t h i c k , v e r y s l i g h t d i p t o i t , and f a i r l y 

homogeneous. 

Q. I n t h e Upper P o o l do you g e t w a t e r 

p r o d u c t i o n i n a s s o c i a t i o n w i t h t h e w e l l ? 

A. Yes, s i r . 

Q Give us a g e n e r a l r a n g e on a v e r a g e o f 

what y o u r o i l p r o d u c t i o n w o u l d be t o t h e w a t e r 

p r o d u c t i o n i n t h e Upper P o o l . 

A. C u r r e n t l y we're making 41 b a r r e l s o f 

'er p e r day i n t h e Upper i n a s s o c i a t i o n w i t h 

3,000 barrels of water per day. j^C^t' 

Q. When you l o o k a t t h e ''p'ooT'T g i v e us t h e 

g e n e r a l range on a v e r a g e o f o i l v e r s u s w a t e r . 

A. That one i s even a l i t t l e b i t l e s s . We 

make 132 b a r r e l s o f o i l p e r day, b u t we have 

RODRIGUEZ-VESTAL REPORTING 
( 505 ) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

24 

25 

19 

moved 15,000 b a r r e l s o f w a t e r p er day t o g e t 

*- h =3 +• 

Q. A l l r i g h t . And by s e l e c t i v e l y 

d e e p e n i n g or r e c o m p l e t i n g t h i s c o m b i n a t i o n o f 

w e l l s , t h e n you hope t o i m p r o v e t h e management o f 

t h i s s u b s t a n t i a l amount o f w a t e r and 

c o r r e s p o n d i n g l y i m p r o v e y o u r o i l r e c o v e r y ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Okay. L e t ' s go t o E x h i b i t No. 3, Mr. 

K e l l y , and have you i d e n t i f y t h a t f o r me, 

p l e a s e . 

A. E x h i b i t No. 3 c o n t a i n s f o r b o t h t h e 

Hospah, South Hospah U n i t and t h e Hospah l e a s e . 

Form C-116 f r o m t h e O i l C o n s e r v a t i o n D i v i s i o n i n 

New M e x i c o , t h e g a s - o i l r a t i o t e s t . 

MR. STOVALL: D i d you assemble t h e 

e x h i b i t book, Mr. K e l l a h i n ? 

MR. KELLAHIN: Yes, s i r . And i t was 

done on p u r p o s e j u s t t o see i f you were p a y i n g 

a t t e n t i o n . 

Q. (3Y MR. KELLAHIN) What's t h e p u r p o s e 

of t h e g a s - o i l r a t i o t e s t ? Why d i d you p u t i t i n 

t h e e x h i b i t book? 

A. I t was r e q u i r e d i n Rule 303 f o r 

downhole c o m m i n g l i n g . 
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Q. I f you were t o f i l e t h i s 

a d m i n i s t r a t i v e l y , i t ' s one o f t h e documents? 

A. Yes, s i r , i t ' s one o f t h e documents 

t h e y r eque s t . 

Q. These i n f a c t a r e c l a s s i f i e d a l l as o i 

w e l l s , a r e t h e y n o t ? 

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

Q. T u r n now t o E x h i b i t 4. T h i s i s a 

t w o - p a r t e x h i b i t , i s i t ? 

A. Yes, s i r , i t s u r e i s . 

Q. E x p l a i n t h e f i r s t page. 

A. On t h e f i r s t page we have t h e d e c l i n e 

c u r v e , t h e c u r r e n t d e c l i n e c u r v e f o r t h e Upper 

Hospah U n i t . 

Q. T h i s i s an o i l p r o d u c t i o n d e c l i n e 

c u r v e ? 

A. Yes, s i r . 

Q. What does i t t e l l you? 

A. We've t r i e d t o show where our economic 

l i m i t i s i n t h e upper and how c l o s e we a r e t o 

a t t a i n i n g t h a t economic l i m i t under c u r r e n t 

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

Q. When you l o o k a t t h e p e r i o d f r o m 1986 

t o 87 --

A. Yes, s i r . 
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Q. — t h e r e i s a s i g n i f i c a n t d r o p i n t h e 

o i l p r o d u c t i o n r a t e . What's o c c u r r e d h e r e ? 

A. T h a t ' s when o i l p r i c e s f e l l so low. 

And t h e s e w e l l s became uneconomic a t t h a t p o i n t 

and Tenneco s h u t them i n . 

Q. At what p o i n t i n t h e p r o d u c t i o n d e c l i n e 

c u r v e d i d C i t a t i o n t a k e o v e r t h e p r o p e r t y ? 

A. I n November o f 1987. 

Q. A l l r i g h t . And t h e n you p u t t h e 

p r o j e c t back on p r o d u c t i o n — 

A. T h a t ' s c o r r e c t . 

Q. — and have c o n t i n u e d w i t h a d e c l i n e 

f r o m w h i c h you have e x t r a p o l a t e d t h e f u t u r e 

p e r f o r m a n c e o f t h e Upper Hospah? 

A. T h a t ' s c o r r e c t . 

Q. I s t h i s p a r t o f t h e b a s i s upon w h i c h 

t h e n you have come up w i t h an a l l o c a t i o n f o r m u l a ? 

A. Yes, s i r , t h i s i s . T h i s b a s i c a l l y 

i l l u s t r a t e s t h e r e m a i n i n g r e s e r v e s t h a t we used 

i n t h e upper p o r t i o n i n t h e r a t i o o f a l l o c a t i n g 

p r o d u c t i o n . 

Q. T u r n t o t h e second page o f E x h i b i t 4. 

I d e n t i f y and d e s c r i b e t h a t f o r me, p l e a s e . 

A. T h i s i s t h e o i l d e c l i n e c u r v e f o r t h e 

Hospah l e a s e , or t h e Lower Sand P o o l , w i t h a 
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p r o j e c t e d d e c l i n e o v e r t h e n e x t o n e - a n d - a - h a l f 

y e a r s s t a t i n g i t s economic l i m i t based on c u r r e n t 

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

Q. A l l r i g h t . I see t h e n o t e . I t s a y s , 

" P r o j e c t e d Economic L i m i t . " T hat p r o j e c t s an 

economic l i m i t o u t i n t o what p o i n t i n t i m e ? 

A. I b e l i e v e t h a t a t t h a t p o i n t i t i s 

March o f 1993. 

Q. And t h a t w i l l presume no c o m m i n g l i n g ? 

A. Yes, s i r . That does n o t presume 

c o m m i n g l i n g . These a r e l e f t on i n d i v i d u a l b a s i s . 

Q. Okay. L e t ' s t u r n t o E x h i b i t 5 now, Mr. 

K e l l y , and i d e n t i f y t h a t f i r s t page o f E x h i b i t 

A. E x h i b i t 5 i s an e s t i m a t e d p r o d u c i n g 

b o t t o m . I t shows t h e c a l c u l a t i o n s and how an 

e s t i m a t e d b o t t o m h o l e p r e s s u r e was t a b u l a t e d f o r 

t h e Upper Hospah U n i t . 

Q. And t h e second page shows t h e 

c a l c u l a t i o n f o r t h e Lower Hospah? 

A. Yes, s i r . 

Q. What i s t h e datum p o i n t upon w h i c h 

you've a v e r a g e d t h e b o t t o m h o l e p r e s s u r e ? 

A. We used m i d - p e r f f o r each one o f t h e s e 

r e s e r v o i r s p r i m a r i l y because o f t h e l o w - d i p p i n g 
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beds, t h e l o w - d i p p i n g f o r m a t i o n s . We d i d n o t see 

d r a s t i c r e l i e f . 

Q. Okay. From an o p e r a t i o n a l p e r s p e c t i v e 

do you see any s u b s t a n t i a l p r e s s u r e d i f f e r e n t i a l 

or any f l u i d i n c o m p a t i b i l i t y or any w a t e r p r o b l e m 

t h a t i s g o i n g t o be made worse — 

A. No, s i r . 

Q . — i f c o m m i n g l i n g i s approved? 

A. No, s i r . 

Q. T u r n now t o t h e r i g h t - h a n d p a r t o f t h e 

e x h i b i t package and l e t ' s l o o k a t t h e documents 

b e h i n d t a b E x h i b i t 6. I d e n t i f y t h o s e f o r me, Mr. 

K e l l y . 

A. E x h i b i t 6 i s a l e t t e r f r o m our c u r r e n t 

t r e a t i n g c h e m i c a l company t h a t b a s i c a l l y s t a t e s 

t h a t t h e r e w i l l n o t be a c o m p a t i b i l i t y p r o b l e m 

w i t h t h e w a t e r s i n t h i s zone. And t h a t ' s 

i n h e r e n t i n t h e f a c t t h a t t h e s e w a t e r s a r e 

commingled on t h e s u r f a c e and r e i n j e c t e d so each 

one o f t h e s e zones i s s e e i n g t h e same w a t e r . 

And a l s o t h a t t h e r e w i l l n o t be any 

e m u l s i o n or p r e c i p i t a t e p r o b l e m s w i t h t h e 

p r o d u c t i o n o r t h e c o m m i n g l i n g o f t h e o i l s . 

Q. C u r r e n t o p e r a t i o n s a r e t h e w a t e r i s 

p r o d u c e d f r o m i n d i v i d u a l w e l l b o r e s s e p a r a t e l y b u t 
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t h e n commingled on t h e s u r f a c e and r e i n j e c t e d 

back i n t o b o t h p o o l s as p a r t o f t h e w a t e r - f l o o d 

p r e s s u r e m a i n t e n a n c e p r o j e c t ? 

A. Yes, s i r . 

Q. And t h e n t h e second page s t a r t s t h e 

w a t e r a n a l y s i s r e p o r t ? 

A. Yes, s i r . J u s t d o c u m e n t a t i o n on t h e 

s i m i l a r i t i e s o f t h e w a t e r w i t h i n t h e d i f f e r e n t 

w e l l b o r e s . 

Q. T u r n t o E x h i b i t 7, Mr. K e l l y , and 

i d e n t i f y t h i s e x h i b i t . 

A. E x h i b i t 7 i s j u s t a t a b u l a t i o n o f t h e 

a s s u m p t i o n s t h a t were made i n g e n e r a t i n g t h e 

c u r r e n t — under c u r r e n t c o n d i t i o n s t h e economic 

l i m i t . The shaded s i d e on t h e f a r r i g h t column 

i s t h e commingled, t h e a s s u m p t i o n s t h a t were used 

i n t h e commingled case t h a t shows t h e e x t e n s i o n 

of t h e economic l i m i t based on t h e l o w e r l e a s e 

o p e r a t i n g expense. 

Q. Are t h o s e r e s e r v o i r e n g i n e e r i n g 

a s s u m p t i o n s t h a t you've made based upon an 

a n a l y s i s o f t h e d a t a g e n e r a t e d f r o m y o u r p r o j e c t ? 

A. Yes, s i r . 

Q- I n y o u r o p i n i o n a r e t h o s e a s s u m p t i o n s a 

r e l i a b l e and a c c u r a t e b a s i s upon w h i c h t o make 
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t h i s f o r e c a s t ? 

A. Yes, s i r . 

Q. L e t ' s go t o E x h i b i t 8, Mr. K e l l y . 

I d e n t i f y f o r us E x h i b i t 8. 

A. E x h i b i t 8 i s t h e a l l o c a t i o n f o r m u l a 

t h a t we have s u b m i t t e d f o r y o u r a p p r o v a l , f o r t h e 

O i l & C o n s e r v a t i o n D i v i s i o n ' s a p p r o v a l , t o 

a l l o c a t e p r o d u c t i o n f r o m t h e Upper and t h e Lower 

Hospah. 

Q. Summarize f o r us how you have 

d e t e r m i n e d a p p r o x i m a t e l y 20 p e r c e n t o f p r o d u c t i o n 

t o a l l o c a t e t o t h e Upper Sand v e r s u s 

a p p r o x i m a t e l y 80 p e r c e n t t o a l l o c a t e t o t h e Lower 

Sand . 

A. The b a s i c f o r m u l a t h a t was used was 

d e t e r m i n i n g f r o m t h e d e c l i n e c u r v e s t h a t we've 

a l r e a d y seen t h e c u r r e n t r e m a i n i n g r e s e r v e s , 

w h i c h we came up w i t h 20.1 p e r c e n t r e m a i n i n g 

r e c o v e r a b l e economic r e s e r v e s i n t h e Upper 

Hospah, w i t h 79.99 p e r c e n t o f t h e r e m a i n i n g 

economic r e s e r v e s a v a i l a b l e t o us f r o m t h e 

Lower. And f r o m t h o s e we've s e t up a r a t i o , a 

d i r e c t r a t i o , t o a l l o c a t e p r o d u c t i o n w i t h one 

s i n g l e f l o w s t r e a m . 

Q. I n y o u r o p i n i o n i s t h a t a f a i r and 
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a c c u r a t e way based upon c u r r e n t a v a i l a b l e d a t a 

upon w h i c h t o make a l l o c a t i o n o f t h e commingled 

p r o d u c t i o n ? 

A. Yes, s i r . 

Q. L e t ' s t u r n now t o E x h i b i t 9. I d e n t i f y 

t h i s f o r me. 

A. E x h i b i t 9 i s a t a b u l a t i o n f o r t h e South 

Hospah U n i t , t h e Upper Sand, a t a b u l a t i o n o f t h e 

r o y a l t y i n t e r e s t s by member, by each p a r t i c i p a n t . 

Q. A l l r i g h t . Page 2 o f t h e e x h i b i t i s 

what ? 

A. I t ' s a c u r r e n t d i v i s i o n i n t e r e s t p e r 

t r a c t f o r t h e Lower Hospah. 

Q. A l l r i g h t . And t h e n page 3? 

A. Page 3 shows f o r t h e Upper Hospah t h e 

f o u r d i f f e r e n t t r a c t s t h a t a r e r e f e r r e d t o i n 

t h a t t a b l e on t h e f i r s t page. 

Q. And t h o s e a r e t h e t r a c t s t h a t have been 

c o n s o l i d a t e d under t h e u n i t o p e r a t i o n f o r 

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

A. T h a t ' s c o r r e c t . 

Q. And when we d e a l w i t h t h e l o w e r p o o l , 

what i s t h e a c r e a g e t h a t p a r t i c i p a t e s i n 

p r o d u c t i o n f r o m t h e l o w e r p o o l ? 

A. The l o w e r p o o l i s s t r i c t l y c o n t a i n e d 
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w i t h i n t h e n o r t h h a l f o f S e c t i o n 12 on t h a t p l a t 

and i s a f e d e r a l l e a s e . 

Q. And so i f t h e Examiner o r anyone e l s e 

chose t o d e t e r m i n e what t h e n e t change was or t h e 

d i f f e r e n c e , t h e n you can s i m p l y l o o k a t a t r a c t , 

f i n d t h e i n t e r e s t owner, and see what s h a r e o f 

p r o d u c t i o n i s a t t r i b u t a b l e t o t h a t p e r c e n t a g e 

a f t e r you make t h e a l l o c a t i o n o f t h a t p r o d u c t i o n ? 

A. T h a t ' s c o r r e c t , w i t h t h e t r a c t f a c t o r s 

b e i n g i n t h e t o p column u n d e r n e a t h each t r a c t . 

Q. Okay. Maybe i f y o u ' l l t u r n t o E x h i b i t 

10 f o r me, Mr. K e l l y , w o u l d you i d e n t i f y and 

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

A. E x h i b i t 10 i s j u s t our A f f i d a v i t o f 

M a i l i n g t h a t shows who we c o n t a c t e d r e g a r d i n g 

t h i s p e t i t i o n . 

Q. A l l r i g h t . L e t ' s l o o k a t t h e k i n d s o f 

i n f o r m a t i o n you s e n t t h e p a r t i e s upon w h i c h t h e y 

c o u l d make t h e i r c h o i c e . A f t e r t h e l i s t o f names 

and a d d r e s s e s , t h e r e i s a c o v e r l e t t e r d a t e d 

November 19? 

A. Yes, s i r . 

Q. And what was t r a n s m i t t e d w i t h t h e c o v e r 

l e t t e r ? Was t h e r e a n y t h i n g t r a n s m i t t e d w i t h i t ? 

T h a t ' s s i m p l y t h e w a i v e r l e t t e r , i s n ' t i t ? 
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A. T h a t ' s s t r i c t l y t h e w a i v e r l e t t e r , and 

t h a t was a l l t h a t was s e n t t o them a t t h a t t i m e . 

Q. The f o l l o w i n g day, on November 20, t h e n 

t h e r e was a summary l e t t e r d e s c r i b i n g what 

C i t a t i o n s o u g h t t o do w i t h t h i s a p p l i c a t i o n ? 

A. Yes, s i r . And t h i s l e t t e r was s e n t t o 

a l i t h e r o y a l t y i n t e r e s t owners, i n c l u d i n g t h e 

M i n e r a l Management S e r v i c e , w h i c h you see a copy 

of t h a t l e t t e r , t h e BLM. 

Q. And based upon t h a t l e t t e r , t h e n , you 

have r e c e i v e d w a i v e r s back f r o m a l l t h e i n t e r e s t 

owners w i t h t h e e x c e p t i o n o f t h e Santa Fe 

i n t e r s t ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Okay. Mr. K e l l y , i n y o u r o p i n i o n w i l l 

t h e a p p r o v a l o f t h i s a p p l i c a t i o n be i n t h e b e s t 

I n t e r e s t s o f c o n s e r v a t i o n , t h e p r e v e n t i o n o f 

w a s t e , and t h e p r o t e c t i o n o f c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

MR. KELLAHIN: That c o n c l u d e s my 

e x a m i n a t i o n o f Mr. K e l l y , Mr. S t o g n e r . 

We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t s 1 t h r o u g h 1 1 . I n a d d i t i o n , I have an 

E x h i b i t 12, w h i c h i s my own C e r t i f i c a t e o f 

M a i l i n g f o r h e a r i n g , i n w h i c h I have a t t a c h e d t h e 
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r e t u r n r e c e i p t c a r d s h o w i n g t h a t we have s e n t i t 

o u t by c e r t i f i e d m a i l . 

EXAMINER STOGNER: Thank you, Mr. 

K e l l a h i n . 

I s t h a t E x h i b i t 12? 

MR. KELLAHIN: I need t o f i n d E x h i b i t 

1 2 . 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 

12, i f he f i n d s i t , w i l l be a d m i t t e d i n t o 

e v i d e n c e . 

Mr. K e l l y , l e t me go ahead and ask some 

q u e s t i o n s and g e t them o u t o f t h e way. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n l o o k i n g a t E x h i b i t No. 2, you show 

y o u ' r e i n a bo u n d a r y f o r t h e Upper Sand and t h e n 

t h e l e a s e b o u n d a r y on t h e Lower Sand. Now, t h e 

ad says t h a t you want t o downhole commingle 

t h r o u g h o u t t h e whole u n i t a r e a , b u t y e t I d o n ' t 

f i n d i n f o r m a t i o n on t h e l e a s e s o u t s i d e t h e n o r t h 

h a l f o f t h e 12 w h i c h o v e r l i e s a l s o t h e u n i t 

a r e a . I s t h a t a l s o t o be downhole commingled 

o u t s i d e t h a t n o r t h h a l f o f S e c t i o n 12? 

A. No, s i r . 

Q. Okay. So we're j u s t r e s t r i c t i n g t h e 
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c o m m i n g l i n g t o t h e n o r t h h a l f o f 12? 

A. Yes, s i r . 

Q. So when I l o o k a t , t h e r e a g a i n , t h e 

Upper Sands — I'm s o r r y , y o u r map o f y o u r u n i t 

a r e a , I g o t a W e l l 22, a W e l l No. 58, a W e l i 2 1 , 

and W e l l 19, t h o s e a r e n o t t o be downhole 

commingled; i s t h a t c o r r e c t ? 

A, No, s i r , n o t a t t h i s t i m e . 

Q. Now, t h e 37-X up t h e r e , and i t a p p e a r s 

l i k e i t ' s i n t h e n o r t h w e s t q u a r t e r — 

A. Yes, s i r . 

Q. — i s t h a t i n d e e d i n t h e n o r t h w e s t 

q u a r t e r o f t h e n o r t h w e s t q u a r t e r ? 

A. No, s i r , i t i s n o t . I t i s n o t 

f o l l o w i n g T r a c t 3 o f t h e Upper. 

Q. Okay. So t h a t i s o u t s i d e ? 

A . Yes, s i r . 

Q. And t h a t ' s t o be downhole commingled? 

A. Yes, s i r . 

Q. How about t h e i n j e c t i o n w e l l s , a r e t h e y 

c u r r e n t l y downhole commingled i n b o t h zones, or 

do you have an i n j e c t i o n w e l l i n each i n t e r v a l ? 

A. We have i n j e c t i o n w e l l s i n each 

i n t e r v a l . And i f we a r e s h a r i n g w e l l b o r e s , t h e r e 

a r e some i n j e c t i o n w e l l s t h a t a r e d u a l e d , b u t 
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t h e y a r e i s o l a t e d w i t h t h e p a c k e r . 

Q. Do you w i s h t o p u l l t h o s e p a c k e r s and 

d u a l l y or downhole commingle y o u r i n j e c t i o n i n 

t h o s e w e l l s ? 

A. I w o u l d l i k e t o have t h e p e r m i s s i o n t o 

do t h a t i f t h e t i m e a r o s e . I d o n ' t have any 

c u r r e n t p l a n s on t h a t , b u t y e s , s i r . 

Q. Have you had any c o r r e s p o n d e n c e w i t h 

t h e BLM on t h e a l l o c a t i o n f o r m u l a , o t h e r t h a n no 

c o r r e s p o n d e n c e ? 

MR. KELLAHIN: We s e n t t h e n o t i c e s ; 

r i g h t ? 

A. Yes. They have seen t h e l e t t e r , r e a d 

t h e l e t t e r — we have, and t h e y have r e c e i v e d i t , 

we have a r e t u r n r e c e i p t — o f what we p r o p o s e d . 

I have been i n c o n t a c t w i t h B r i a n D a v i s i n t h e 

F a r m i n g t o n o f f i c e , who has been r e l a y i n g back t o 

Buane Spencer back and f o r t h . And t h e y saw, as 

f a r as I'm aware, t h e y saw no p r o b l e m w i t h any o f 

t h i s . 

Q. Okay. So t h e y d i d n o t a t l e a s t have 

any o b j e c t i o n or i n f o r m you o f any o b j e c t i o n t o 

t h e a l l o c a t i o n f o r m u l a ? 

A. No, s i r . 

Q. Or e i t h e r t h e downhole c o m m i n g l i n g ? 
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No, s i r 

^ . Are t h e s e w e l l s p e r f o r a t e d o r any o f 

them o p e n h o l e c o m p l e t e d ? 

A. To t h e b e s t o f my k n o w l e d g e , t h e y a r e 

a l l p e r f o r a t e d . 

Q. Okay. 

A. Now, some w e l l s were deepened i n t o t h e 

l o w e r , and I b e l i e v e t h e r e m i g h t be some l o w e r s 

t h a t a r e o p e n h o l e c o m p l e t e d . 

Q. Does t h a t c o a l a c t as a good b u f f e r 

zone i n o i l p o o l s ? I'm n o t f a m i l i a r w i t h an 

o i 1 - s a t u r a t e d c o a l zone. Or does t h a t i n d e e d 

happen? Or i s i t so impermeable t h a t w a t e r o r 

o i l c a n n o t s a t u r a t e t h a t c o a l zone? 

A. The i n f o r m a t i o n I t o o k t h a t f r o m was an 

SP paper s u b m i t t e d by Steve S t r e w n e r t h a t 

b a s i c a l l y summarized t h e t h e r m a l when t h e y t r i e d 

t o f i r e - f l o o d i n t h e l o w e r zone. And t h e y p r o v e d 

a t t h a t p o i n t t h a t t h e r e was a v e r y good b a r r i e r , 

and t h e y a s s e s s e d i t t o t h a t c o a l s t r e a k above 

t h e t h r e e - t o - f o u r f o o t — or t h e t h r e e - f o o t o r 

t h e f o u r - f o o t t h i c k c o a l s t r e a k above t h e l o w e r 

f o r m a t i o n . 

Q. T h i s paper t h a t you s p e c i f i c a l l y r e l a t e 

t o , i s i t r e l a t e d t o t h i s p r o j e c t ? 
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A. No, s i r , n o t one b i t . I t ' s j u s t one 

p i e c e t h a t I t r i e d t o g e t a l i t t l e b a c k g r o u n d 

on. My b a c k g r o u n d i s n o t r e a l s t r o n g i n 

r e s e r v o i r s , so I ' v e j u s t been t r y i n g t o r e a d as 

much as I can t o g e t a f e e l f o r t h e s e r e s e r v o i r s 

Q. Was t h a t paper i n t h i s a r e a o r — 

A. W e l l , I'm s o r r y . I n 1980-81, Tenneco 

s u b m i t t e d a r e q u e s t t o t h e O i l C o n s e r v a t i o n 

D i v i s i o n t o i n i t i a t e a f i r e - f l o o d p r o j e c t . And 

t h i s paper was a summary o f t h a t f i r e - f l o o d 

p r o j e c t i n t h e Lower Hospah Sand. 

Q. Do you have a r e f e r e n c e t o t h a t SPE 

paper ? 

A. Yes, s i r . 

MR. KELLAHIN: W e ' l l be happy t o g i v e 

you a copy o f i t , Mr. Examiner. 

EXAMINER STOGNER: A l l r i g h t . W e ' l l 

ccVe a d m i n i s t r a t i v e n o t i c e o f i t . You can submi 

t h a t s u b s e q u e n t t o t o d a y ' s h e a r i n g . 

THE WITNESS: Okay. 

EXAMINER STOGNER: Are t h e r e any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s ? 

MR. STOVALL: L e t me ask you 

s o m e t h i n g . 

(A d i s c u s s i o n was h e l d o f f t h e r e c o r d . 
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Q. (BY EXAMINER STOGNER) Are you 

p r o p o s i n g or i s C i t a t i o n p r o p o s i n g any a d d i t i o n a l 

d r i l l i n g o u t t h e r e i n t h e n o r t h h a l f o f S e c t i o n 

12? 

A. No, s i r , n o t a t t h i s p o i n t . 

Q. But I suppose t h e way t h e a p p l i c a t i o n 

was worded and what y o u ' r e a s k i n g f o r w o u l d a l s o 

i n c l u d e any a d d i t i o n a l w e l l s t o be d r i l l e d i n 

t h a t a r e a — 

A. Yes, s i r . 

Q. — t o be downhole commingled? 

A. Yes, s i r . 

MR. STOVALL: L e t me ask a q u e s t i o n 

j u s t because I t h i n k I m i s s e d s o m e t h i n g a l o n g t h e 

way . 

EXAMINATION 

BY MR. STOVALL: 

Q. On one o f y o u r E x h i b i t 2's, I t h i n k 

i t ' s t h e f i r s t page o f i t , i n t h e Upper Sand 

P o o l --

A. Yes, s i r . 

Q. — t h e r e a r e some w e l l s i n t h e s o u t h 

h a l f o f — t h e n o r t h h a l f o f t h e s o u t h h a l f , and 

t h o s e a r e n o t c o m p l e t e d i n t h e l o w e r sand; i s 

t h a t c o r r e c t ? 
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A . T h a t ' s c o r r e c t . 

Q. Are t h o s e t h e ones y o u ' r e t a l k i n g a b o u t 

g o i n g ahead and t a k i n g them down? 

th e n o r t h h a l f o f S e c t i o n 12. 

MR. STOVALL: I g o t c o n f u s e d t h e r e 

somehow. I t was because t h e o t h e r e x h i b i t was 

u ps i de down. 

T h a t ' s what t h r e w me o f f , Mr. 

K e 1 l a h i n . 

EXAMINER STOGNER: I f nobody has any 

o t h e r q u e s t i o n s o f t h i s w i t n e s s , he may be 

excus e d . 

Does anybody e l s e have a n y t h i n g f u r t h e r 

i n Case No. 10424? 

I f n o t , t h i s case w i l l be t a k e n under 

a d v i s e m e n t . 

(The p r o c e e d i n g s were c o n c l u d e d . ) 

A . No, s i r . They w o u l d s t r i c t l y be w i t h i n 

I do hereby certify ihat ihe foregoing h 
a complete rer.ord of the proceedings fa 
the Examiner hearing of Case Ho, 

Oil Conservation Division 
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