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MR. STOGNER: C a l l n e x t case number 9789. 

MR. STOVALL: I n t h e m a t t e r of t h e case number 

9789 b e i n g reopened p u r s u a n t t o t h e p r o v i s i o n s o f 

d i v i s i o n o r d e r number R-9085, w h i c h o r d e r 

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

Badland H i l l s - M a n c o s O i l Pool i n Rio A r r i b a County, 

New Mexico i n c l u d i n g , p r o v i s i o n s f o r 640-acre 

s p a c i n g and p r o r a t i o n u n i t s and d e s i g n a t e d w e l l 

l o c a t i o n and requirements.. 

MR. STOGNER: C a l l f o r appearances a t t h i s 

t i m e . There b e i n g none, t h i s case w i l l be t a k e n 

u n d e r s t a n d a d v i s e m e n t 

thai ihs \? " r ' s 

\9?/ • 

, Examiner 

Oil Conservation Envision 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 
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STATE OF NEW MEXICO ) 
) s s . 

COUNTY OF BERNALILLO ) 

REPORTER'S CERTIFICATE 

BE I T KNOWN t h a t t h e f o r e g o i n g t r a n s c r i p t o f 

t h e p r o c e e d i n g s were t a k e n by me, t h a t I was t h e n 

and t h e r e a C e r t i f i e d S h o r t h a n d R e p o r t e r and N o t a r y 

P u b l i c i n and f o r t h e County o f B e r n a l i l l o , S t a t e 

o f New Mexi c o , and by v i r t u e t h e r e o f , a u t h o r i z e d t o 

a d m i n i s t e r an o a t h ; t h a t t h e w i t n e s s b e f o r e 

t e s t i f y i n g was d u l y sworn t o t e s t i f y t o t h e 

whole t r u t h and n o t h i n g b u t t h e t r u t h ; t h a t t h e 

q u e s t i o n s propounded by c o u n s e l and t h e answers o f 

t h e w i t n e s s t h e r e t o were t a k e n down by me, and t h a t 

t h e f o r e g o i n g pages o f t y p e w r i t t e n m a t t e r c o n t a i n a 

t r u e and a c c u r a t e t r a n s c r i p t as r e q u e s t e d by c o u n s e l 

o f t h e p r o c e e d i n g s and t e s t i m o n y had and adduced 

upon t h e t a k i n g o f s a i d d e p o s i t i o n , a l l t o t h e b e s t 

o f my s k i l l and a b i l i t y . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o 

nor employed by any o f t h e p a r t i e s h e r e t o , and have 

no i n t e r e s t i n t h e outcome h e r e o f . 

DATED a t B e r n a l i l l o , New Mexico, t h i s day 

J u l y 29, 1991. 

My commission e x p i r e s LINDA BUMKENS 
A p r i l 24, 1994 CCR No. 3008 

N o t a r y P u b l i c 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 
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1 HEARING EXAMINER: C a l l the hearing back t o 

2 order. At t h i s time w e ' l l c a l l Case 9789. 

3 MR. STOVALL: A p p l i c a t i o n of Mobil 

4 Producing Texas and New Mexico I n c . f o r pool c r e a t i o n 

5 and s p e c i a l pool r u l e s , o r , i n the a l t e r n a t i v e , f o r 

6 pool e x t e n s i o n , Rio A r r i b a County, New Mexico. 

7 HEARING EXAMINER: Appearances i n t h i s 

8 case? 

9 MR. PEARCE: May i t please the examiner, 

10 I'm W. Perry Pearce of the Santa Fe o f f i c e of the law 

11 f i r m of Montgomery & Andrews, P.A., appearing i n t h i s 

12 matter on behalf of Mo b i l . I have f o u r witnesses who 

13 need t o be sworn. 

14 HEARING EXAMINER: Other appearances. 

15 MR. EMMONS: La r r y Emmons of Amoco 

16 Production Company, as an appearance. I would l i k e to 

17 make a statement at the con c l u s i o n of the case. 

18 HEARING EXAMINER: I'm s o r r y , your l a s t 

19 name, s i r ? 

20 MR. EMMONS: Emmons, E-m-m-o-n-s. 

21 HEARING EXAMINER: Other appearances. 

22 MR. KELLAHIN: Mr. Examiner, I'm Tom 

23 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 , 

24 K e l l a h i n & Aubrey. I'm appearing on behalf of Nassau 

25 Resources, I n c . , and Jerome P. McHugh & Asso c i a t e s . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 HEARING EXAMINER: Any witnesses, Mr. 

2 K e l l a h i n ? 

3 MR. KELLAHIN: No, s i r . 

4 HEARING EXAMINER: Any other appearances? 

5 Can I get the fo u r witnesses to stand and 

6 be sworn in? 

7 (Witnesses sworn.) 

8 MR. PEARCE: Thank you. At t h i s t i m e , I 

9 would l i k e to c a l l Mr. Roger L i c h t y to the stand, 

10 please. 

11 ROGER LICHTY, 

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

13 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 : 

14 DIRECT EXAMINATION 

15 BY PEARCE: 

16 Q. Thank you, s i r . For the r e c o r d , would you 

17 please s t a t e your name and place of residence. 

18 A. My name i s Roger L i c h t y . My residence i s 

19 Denver, Colorado. 

20 Q. Would you s p e l l your l a s t name f o r us 

21 please, s i r . 

22 A. Yes. L - i - c - h - t - y . 

23 Q. Mr. L i c h t y , by whom are you employed? 

24 A. I'm employed by Mobil E x p l o r a t i o n and 

25 Producing US, I n c . , i n t h e i r Denver o f f i c e . 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 Q. I n what capacity? 

2 A. I'm a land a d v i s e r , landman. 

3 Q. Mr. L i c h t y , have you p r e v i o u s l y appeared 

4 before the New Mexico O i l Conservation D i v i s i o n or one 

5 of i t s hearing examiners and had your q u a l i f i c a t i o n s 

6 made a matter of record? 

7 A. No, I have not . 

8 Q. At t h i s time b r i e f l y would you summarize 

9 your e d u c a t i o n a l background and work experience, 

10 please. 

11 A. A l l r i g h t . I have an undergraduate degree 

12 i n E n g l i s h from P r i n c e t o n U n i v e r s i t y i n 1967. I have 

13 a law degree from the U n i v e r s i t y of Colorado, 1970. I 

14 have an M.B.A. Degree from the U n i v e r s i t y of Denver, 

15 1988. I'm admitted to p r a c t i c e law i n Arizona and 

16 Colorado. I have seven years of a c t i v e p r a c t i c e of 

17 law w i t h a focus on n a t u r a l resources law, and I have 

18 11 years of experience as a senior landman, and I have 

19 a p u b l i s h i n g c r e d i t i n the n a t u r a l resources law 

20 f i e l d . 

21 Q. Mr. L i c h t y , as p a r t of your work 

22 r e s p o n s i b i l i t i e s , were you assigned the r e s p o n s i b i l i t y 

23 of the land matters r e l a t e d to Mobil's a p p l i c a t i o n i n 

24 case 9789? 

25 A. Y e s , I was. 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 Q. Are you f a m i l i a r w i t h what Mobil seeks i n 

2 t h a t case? 

3 A. Y e s , l a m . 

4 MR. PEARCE: At t h i s time I would ask t h a t 

5 Mr. L i c h t y be q u a l i f i e d as experienced and an expert 

6 i n the f i e l d of petroleum land m a t t e r s . 

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

8 Q. (BY MR. PEARCE) Mr. L i c h t y , i n pursuing 

9 the job r e s p o n s i b i l i t y r e l a t i n g to t h i s case, could 

10 you describe what you d i d i n i t i a l l y , please. 

11 A. We were to determine operators and working 

12 i n t e r e s t owners and r o y a l t y owners and o v e r r i d i n g 

13 r o y a l t y i n t e r e s t owners as they needed t o be n o t i c e d 

14 f o r t h i s hearing r e g a r d i n g Badland H i l l s W e l l . 

15 A c c o r d i n g l y , I c o n t r a c t e d w i t h an 

16 independent landman who has approximately ten years of 

17 experience, not only i n land work but also i n t h i s 

18 s p e c i f i c area, t o work w i t h me t o develop t h a t l i s t of 

19 people f o r us to n o t i c e f o r t h i s h e a r i n g . 

20 We used petroleum i n f o r m a t i o n maps which 

21 designate ownership f o r the Section 15 acreaae, and we 

22 also used a n i n e - s e c t i o n block surrounding t h a t 

23 acreage, using the petroleum i n f o r m a t i o n maps. 

24 We also developed i n f o r m a t i o n from Dwight 

25 Well H i s t o r y as t o operators around the West Puerto 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 C h i q u i t o pool area, and we contacted the O i l and Gas 

2 Commission where we had concerns re g a r d i n g c u r r e n t 

3 addresses. 

4 We also c o n s u l t e d a c u r r e n t d i r e c t o r y of 

5 name changes f o r mergers and a c q u i s i t i o n s i n the o i l 

6 i n d u s t r y f o r v a r i o u s companies t o make sure we had 

7 r i g h t addresses t h e r e . 

8 We a d d i t i o n a l l y sent n o t i c e s to the Bureau 

9 of Land Management, the J i c a r i l l a I n d i a n T r i b e , and 

10 any other p a r t i e s t h a t would not n e c e s s a r i l y s t r i c t l y 

11 be w i t h i n the realm of the r u l e s but to whom we f e l t 

12 had an i n t e r e s t i n t h i s h e a r i n a . 

13 I t took us about fou r days to develop those 

14 names, and we forwarded them to Mr. Pearce here f o r 

15 ma i l i n g . 

16 Q. In regard to t h a t , i s t h a t work summarized 

17 i n what we've marked as E x h i b i t No. 1 to t h i s 

18 proceeding? 

19 ; A. Yes, i t i s . 

20 Q. And t h a t i s a l e t t e r from Mr. Richard Lewis 

21 to you; i s t h a t c o r r e c t ? 

22 A. Yes, i t i s . 

23 Q. I n o t i c e on the l a s t pace of t h a t r e p o r t , 

24 Mr. Lewis has signed i t , and you have signed 

25 c o n c u r r i n g i n the conclusions he reached as a r e s u l t 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 of h i s work; i s t h a t c o r r e c t ? 

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

3 Q. Let's look very q u i c k l y at the l a s t paqe of 

4 E x h i b i t No. 1. That appears t o be a map. Could you 

5 describe the areas t h a t are surrounded by co l o r e d 

6 markings, please. 

7 A. Yes. We're l o o k i n g at Township 23 North, 

8 Range 1 West, a yel l o w enclosed area being Section 15, 

9 which i s the l o c a t i o n of Badland H i l l s W e l l . 

10 Surrounding t h a t i n a pink border i s an 

11 approximate 12-section border zone or b u f f e r area t h a t 

12 we checked f o r operator ownership. And then t h e r e i s 

13 a green l i n e i n d i c a t i n g the pool o u t l i n e f o r the West 

14 Puerto C h i q u i t o Pool. 

15 MR. PEARCE: Mr. Examiner, at t h i s time I 

16 would also l i k e to submit what we have marked as 

17 E x h i b i t No. 2 to t h i s proceeding. That i s my 

18 C e r t i f i c a t e of Se r v i c e , showing s e r v i c e by mail as 

19 r e q u i r e d by Rule 1207(4) t o the i n d i v i d u a l s described 

20 by Mr. L i c h t y d u r i n g h i s t e s t i m o n y . Notice of t h i s 

21 hearing was i n i t i a l l y sent t o those p a r t i e s on 

22 September 28th of 1989. 

23 Q. At t h i s t i m e , Mr. L i c h t y , I would ask i f 

24 you have a d d i t i o n a l matters t h a t you would l i k e to 

25 h i g h l i g h t f o r the examiner? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 A. Not t h a t I'm aware o f . 

2 MR. PEARCE: I have n o t h i n g f u r t h e r of t h i s 

3 w i t n e s s , Mr. Examiner. 

4 I would ask the admission of Mobil E x h i b i t s 

5 1 and 2 to t h i s proceeding. 

6 HEARING EXAMINER: E x h i b i t s No. 1 and 2 

7 w i l l be admitted as evidence. 

8 Any questions of t h i s witness? I f n o t , he 

9 may be excused. 

10 RAY JONES, 

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

12 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 : 

13 DIRECT EXAMINATION 

14 BY MR. PEARCE: 

15 Q. At t h i s t i m e , Mr. Examiner, I would l i k e t o 

16 c a l l my next w i t n e s s , and I would ask him f o r the 

17 record to please s t a t e h i s name and place of 

18 residence. 

19 A. My name i s Ray Jones. I res i d e i n 

20 Lakewood, Colorado. 

21 Q. Mr. Jones, by whom are you employed? 

22 A. I'm employed by the petroleum c o n s u l t i n g 

23 f i r m of J e r r y R. Bergeson & As s o c i a t e s , I n c . 

24 Q. In what c a p a c i t y are you employed by 

25 Bergeson & Associates? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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1 A. As a senior petroleum engineer. 

2 Q. Mr. Jones, have you p r e v i o u s l y appeared 

3 before the New Mexico O i l Conservation D i v i s i o n and 

4 i t s examiners and had your c r e d e n t i a l s made a matter 

5 of record? 

6 A. I h a v e n o t . 

7 Q. Wouldyou b r i e f l y summarize f o r us, please, 

8 your e d u c a t i o n a l background and work experience. 

9 A. I have a degree, bachelor's of petroleum 

10 e n g i n e e r i n g from the Colorado School of Mines, 1979. 

11 I worked f o r Flow P a t r o l , 1979 and 1980, i n the areas 

12 of w e l l t e s t i n g and op e r a t i o n s i n the North Sea. 

13 I worked f o r Texaco North Sea UK, I n c . , i n 

14 be Aberdeen, Scotlan d , 1980, 81, and 1982. For 

15 Texaco, I performed r e s e r v o i r e n g i n e e r i n g , p r o d u c t i o n 

16 e n g i n e e r i n g d u t i e s . These i n c l u d e d w e l l t e s t design 

17 and a n a l y s i s f o r c u r r e n t producing w e l l s and 

18 e x p l o r a t o r y w e l l s . 

19 I worked w i t h Chorney O i l Company, 1982 

20 through 1985, as a petroleum engineer, c h i e f petroleum 

21 engineer, mainly concerned w i t h r e s e r v o i r e n g i n e e r i n g 

22 w i t h f i e l d s i n the Rocky Mountain area. 

23 And since t h a t t i m e , I've been employed by 

24 Bergeson & As s o c i a t e s , r e s e r v o i r e n g i n e e r i n g , w e l l 

25 t e s t a n a l y s i s , r e s e r v o i r s i m u l a t i o n w i t h i n the U.S. 

CUMBRE COURT REPORTING 
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1 and i n t e r n a t i o n a l . And I also teach i n the Bergeson 

2 i n d u s t r y courses of w e l l t e s t i n g , r e s e r v o i r 

3 e n g i n e e r i n g , and r e s e r v o i r s i m u l a t i o n . 

4 Q. Mr. Jones, has Bergeson & Associates been 

5 r e t a i n e d by Mobil to study the Badland H i l l s 15-1 

6 Well? 

7 A. Yes, we have. 

8 Q. And you are the employee at Bergeson who 

9 has been charged w i t h t h a t r e s p o n s i b i l i t y ; i s t h a t 

10 c o r r e c t ? 

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

12 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

13 would ask t h a t Mr. Jones be recognized as an expert i n 

14 the f i e l d of petroleum e n g i n e e r i n g . 

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

16 Q. (BY MR. PEARCE) Mr. Jones, d u r i n g the 

17 course of d r i l l i n g and completing the Badland H i l l s 

18 15-1 W e l l , do you know i f bottom hole pressure t e s t s 

19 were conducted on t h a t w e l l ? 

20 A. Yes. Bottom hole pressure t e s t s were 

21 conducted i n the end of October to t e s t the pressure 

22 of the Mancos A-B zones. 

23 Q. S i r , I would ask you to r e f e r to what we've 

24 marked as Mobil E x h i b i t No. 3 i n t h i s case, and would 

25 you h i g h l i g h t f o r the examiner and those i n attendance 
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1 the r e l e v a n t f e a t u r e s on t h a t e x h i b i t ? 

2 A. On E x h i b i t 3, I have shown the pressure 

3 i n f o r m a t i o n from t h a t case, t o o l DST. I a p p l i e d the 

4 bottom hole pressure at gauge depth versus time as the 

5 elapsed time from the beginning of the t e s t . I n the 

6 upper l e f t - h a n d c o rner, I have i n c l u d e d the 

7 annot a t i o n s of "swab" and " s h u t - i n . " 

8 The w e l l would not fl o w n a t u r a l l y , and so 

9 i t was swabbed f o r a p e r i o d of approximately s i x hours 

10 f o r the flow p e r i o d to reduce the pressure. 

11 The DST t o o l was then shut i n and l e f t shut 

12 i n f o r approximately 70 hours. 

13 The ra t h e r e r r a t i c pressure at the very 

14 beginning of the t e s t i s due to swabbing of the w e l l 

15 to reduce the pressure. 

16 The pressure ranged from approximately 

17 1,220 pounds t o a high of about 1,800 pounds and then 

18 was reduced to approximately 1,590 p s i g at the s h u t - i n 

19 of the t e s t or the s h u t - i n of the w e l l . 

20 Q. Then would you d e s c r i b e , please, the 

21 pressure performance of the w e l l once i t was shut i n . 

22 A. The pressure increases and at approximately 

23 41 hours i n t o the t e s t ; t h a t would be about 47 hours 

24 on the time s c a l e . This aauge recorded a maximum 

25 pressure of 1,824 p s i . That pressure i s constant 
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1 throughout the r e s t of the t e s t . 

2 Q. Let's l o o k , please, at what we've marked as 

3 Mobil E x h i b i t No. 4. Could you describe t h a t e x h i b i t , 

4 please. 

5 A. E x h i b i t No. 4 i s a comparison of the 

6 recorded pressure from the Badland H i l l s Well w i t h a 

7 graph of r e g i o n a l i n i t i a l pressures f o r the Mancos. 

8 The base graph i s presented before -- and t h i s 

9 p a r t i c u l a r copy came froir Case 9525 . 

10 I have added the pressure of 1,824 p s i g and 

11 at the gauge depth of 937 f e e t subsea to t h i s graph. 

12 I t shows t h a t the recorded pressure i s i n 

13 l i n e w i t h what we would expect as an i n i t i a l r e s e r v o i r 

14 pressure f o r the Mancos i n t h i s area. 

15 Q. Other comments on E x h i b i t No. 4? 

16 A. N o t a t t h i s t i m e . 

17 Q. A l l r i g h t , s i r . Let's l o o k , please, at 

18 what we've marked as E x h i b i t No. 5 to t h i s 

19 proceeding. I n o t i c e i n the bottom, l e f t - h a n d p o r t i o n 

20 of t h a t g r a p h i c a l d i s p l a y , there are a number of 

21 symbols. Could you describe those symbols and the 

22 i n f o r m a t i o n represented, please. 

23 A. Yes, s i r . The symbols represent pressure 

24 t e s t s , s p e c i f i c pressure t e s t s f o r th r e e w e l l s . The 

25 w e l l names are noted i n the lower l e f t - h a n d corner of 
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1 the f i g u r e , Badland F l a t s , Federal No. 1, the Amoco 

2 State CC No. 1, and the Wishing Well 35-7. 

3 These p o i n t s are s h u t - i n pressure 

4 measurements taken at v a r i o u s p o i n t s i n t i m e . The 

5 pressures decrease i n time because the w e l l s were 

6 producing over t h i s time p e r i o d . 

7 Q. As I understand the c a p t i o n on t h i s 

8 e x h i b i t , those w e l l s are p a r t of what i s sometimes 

9 r e f e r r e d to as the Schmitz A n t i c l i n e ; i s t h a t c o r r e c t ? 

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

11 Q. Is t h a t the producing area i n c l o s e s t 

12 p r o x i m i t y to the Badland H i l l s Well? 

13 A. Yes, i t i s . The Schmitz A n t i c l i n e i s a 

14 term of reference I have used. I t begins at an area 

15 approximately the Amoco Schmitz A n t i c l i n e Federal No. 

16 1 We l l , continues south to the southern edge of the 

17 West Puerto Chiquito-Mancos Pool. 

18 Q. Looking at the i n f o r m a t i o n d i s p l a y e d i n the 

19 bottom, l e f t - h a n d p o r t i o n of t h i s e x h i b i t , based on 

20 the l a t e s t recorded pressures from the Schmitz 

21 A n t i c l i n e area, which occurred i n l a t e 1988, and based 

22 upon the p r o d u c t i o n since t h a t t i m e , do you have an 

23 estimate of the pressure you would expect t o be 

24 recorded i n the Schmitz A n t i c l i n e at t h i s time? 

25 A. Yes. I would expect the pressure f o r t h i s 
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1 group of w e l l s shown t o be approximately 1,000 p s i or 

2 l e s s . 

3 Q. I n the upper r i g h t - h a n d p o r t i o n of t h i s 

4 e x h i b i t , there i s a data p o i n t marked "Mobil Badland 

5 H i l l s 15-1." What does t h a t p o i n t represent? 

6 A. That i s the pressure shown on the previous 

7 f i g u r e f o r the Mobil Badland H i l l s 15-1 Well. An 

8 adjustment has been made to c o r r e c t the pressure from 

9 gauge depth to a depth of 750 f e e t subsea. 

10 Q. Based upon your study and the i n f o r m a t i o n 

11 you have reviewed, as I understand i t , i t ' s your 

12 o p i n i o n t h a t i n l a t e 1989 when the Badland H i l l s Well 

13 was pressure t e s t e d , there was between an 800- and 

14 900-pound pressure d i f f e r e n c e between the Schmitz 

15 A n t i c l i n e w e l l s and the Mobil w e l l ; i s t h a t c o r r e c t ? 

16 A. That i s c o r r e c t . That would i n d i c a t e t h a t 

17 the Mobil Badland H i l l s 15-1 i s not i n communication 

18 w i t h the w e l l s t h a t have been termed Schmitz A n t i c l i n e 

19 w e l l s . 

20 Q. Let's move on to some f u r t h e r study t h a t 

21 you d i d , and I'd ask you to r e f e r t o E x h i b i t No. 6 t o 

22 t h i s proceeding and describe the i n f o r m a t i o n r e f l e c t e d 

23 on t h a t e x h i b i t , please. 

24 A. E x h i b i t No. 6 i s a w e l l l i s t of those w e l l s 

25 ; t h a t were i n c l u d e d i n what I term the "Schmitz 
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A n t i c l i n e area," and i t i s the l i s t of w e l l s f o r which 

I had p r o d u c t i o n i n f o r m a t i o n . 

Q. A l l r i g h t , s i r . Let's look at what we've 

marked as E x h i b i t No. 7, and you mentioned t h a t you 

had p r o d u c t i o n i n f o r m a t i o n from the f i v e w e l l s shown 

on E x h i b i t No. 6. How was t h a t i n f o r m a t i o n u t i l i z e d 

i n E x h i b i t 7? 

A. E x h i b i t No. 7 i s a p l o t of the t o t a l 

p r o d u c t i o n from those w e l l s . I t i s a p l o t of o i l 

p r o d u c t i o n i n b a r r e l s per calendar day. Water r a t e 

and gas flo w r a t i o i s also i n c l u d e d . The o i l 

p r o d u c t i o n i s the s o l i d diamond symbol and i s a curve 

i n the top cy c l e of the graph. 

I have shown on here a dashed l i n e as an 

e x t r a p o l a t i o n of expected f u t u r e performance from t h i s 

group of w e l l s , and t h a t i s annotated w i t h a value of 

32 percent. The l i n e drawn i n i s approximately 32 

percent per year e f f e c t i v e d e c l i n e . 

Q. Based upon the a n a l y s i s of p r o d u c t i o n from 

those Schmitz A n t i c l i n e w e l l s and the d e c l i n e which 

you have e x t r a p o l a t e d , have you made an estimate of 

the expected u l t i m a t e recovery from the Schmitz 

A n t i c l i n e w e l l ? 

A. Yes, I have. With the cumulative 

p r o d u c t i o n and expected d e c l i n e , the estimated 
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1 u l t i m a t e recovery f o r the f i v e w e l l s i s 558,000 

2 b a r r e l s of o i l . 

3 Q. That i s up to the p o i n t of --

4 A. The economic l i m i t . 

5 Q. How have you u t i l i z e d t h a t 558 , 000-barre1 

6 number, please. I'm r e f e r r i n g t o E x h i b i t No. 8. 

7 A. On E x h i b i t No. 8, I have estimated a e r i a l 

8 extent or a e r i a l drainage areas, i f you l i k e , f o r 

9 these f i v e w e l l s . I have used the 558 , 000-barre1 

10 estimated u l t i m a t e recovery, and I have used recovery 

11 f a c t o r s from two f i e l d s i n the area. 

12 The recovery f a c t o r s are on the second 

13 e n t r y l a b e l e d , "Range of Estimated U l t i m a t e Recoveries 

14 Per Acre," 199 to 161 b a r r e l s per acre. 

15 Q. Based upon your study of v a r i o u s f r a c t u r e d 

16 Mancos r e s e r v o i r s , do you b e l i e v e t h a t a range of 161 

17 t o 199 b a r r e l s per acre i s a reasonable e x p e c t a t i o n of 

18 p r o d u c t i o n from the f r a c t u r e d Mancos f o r m a t i o n 

19 u n d e r l y i n g the Badland H i l l s w e l l ? 

20 A. Yes, I do. These numbers were from the two 

21 f i e l d s nearest t o the n o r t h . 

22 Q. A l l r i g h t , s i r , I apologize f o r 

23 : i n t e r r u p t i n g . Please go t o the next step i n your 

24 a n a l y s i s . 

25 A. With the estimated u l t i m a t e recovery and an 
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1 estimate of recovery per acre, I have estimated the 

2 a e r i a l extent t h a t the f i v e w e l l s are d r a i n i n g . This 

3 ranges from 2,800 t o 3,500 acres, and I have converted 

4 t h a t to s e c t i o n s . And t h a t ranges from approximately 

5 4.4 to 5.4 se c t i o n s f o r t h i s group of w e l l s . 

6 Q. Based upon t h a t a n a l y s i s , do you have an 

7 o p i n i o n upon the a p p r o p r i a t e spacing and drainage area 

8 of w e l l s such as the Badland H i l l s 15-1? 

9 A. Yes, I do. I have concluded t h a t , from 

10 t h i s i n f o r m a t i o n , 640 acres i s a reasonable spacina 

11 u n i t f o r these w e l l s and f o r the Badland H i l l s 15-1. 

12 Q. At t h i s time I would ask you t o r e f e r to 

13 what we've marked as E x h i b i t No. 9. I would ask you 

14 to describe f o r the examiner the i n f o r m a t i o n 

15 r e f l e c t e d . 

16 A. I made some economic c a l c u l a t i o n s f o r 

17 comparisons of 640-acre spacing versus 320-acre 

18 spacing. I n order to do t h a t , I needed p r o j e c t i o n s of 

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

20 There are two curves shown on t h i s f i g u r e . 

21 The one t h a t ' s annotated 32 per c e n t , t h a t would be the 

22 expected p r o d u c t i o n p r o f i l e f o r a t y p i c a l w e l l based 

23 upon the i n f o r m a t i o n t h a t we've j u s t reviewed. 

24 The second l i n e , the s o l i d l i n e , t h a t would 

25 be f o r a case of two w e l l s on the s e c t i o n . As I 
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1 expect the w e l l t o d r a i n approximately 640 acres, I 

2 would not a n t i c i p a t e t h a t a second w e l l would add any 

3 reserves . 

4 A second w e l l may increase i n i t i a l 

5 p r o d u c t i o n , t e m p o r a r i l y . And so I have used an 

6 i n i t i a l r a t e t h a t ' s twice t h a t of the s i n g l e w e l l case 

7 f o r the 320-acre spacing. However, t h a t case would 

8 have a steeper d e c l i n e . And I have c a l c u l a t e d t h a t 

9 d e c l i n e at the same reserves to be 53 percent per 

10 yea r . 

11 Q. How have you u t i l i z e d those two 

12 c a l c u l a t i o n s of d e c l i n e r a t e s i n your a n a l y s i s ? 

13 A. I used these two d e c l i n e r a t e s , the i n i t i a l 

14 r a t e s , w i t h t y p i c a l economic parameters to estimate 

15 the recovery f o r a 640-acre case and 32-acre case. 

16 Q. Let's l o o k , please, at E x h i b i t No. 10. I 

17 would ask you i f t h a t e x h i b i t r e f l e c t s the r e s u l t of 

18 the a n a l y s i s you've j u s t described? 

19 A. Y e s , i t does. 

20 Q. What i n f o r m a t i o n i s r e f l e c t e d on the f i r s t 

21 page of E x h i b i t 10, please. 

22 A. That i s a p l o t of discounted cash f l o w i n 

23 thousands of d o l l a r s w i t h discount f a c t o r i n percent. 

24 I have shown the r e s u l t s f o r the 640-acre 

25 economic case as a s o l i d l i n e . That's the l i n e at the 
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1 top of the s t i p p l e d band. 

2 I have shown the r e s u l t s f o r the 320-acre 

3 case w i t h a dashed l i n e , which i s at the base of t h a t 

4 s t i p p l e d band. 

5 The s t i p p l e d band represents the economic 

6 loss from d r i l l i n g the second w e l l on the s e c t i o n . 

7 Q. Is i t your o p i n i o n t h a t based upon the 

8 p r o d u c t i o n h i s t o r y of w e l l s i n the f r a c t u r e d Mancos 

9 :• r e s e r v o i r t h a t the d r i l l i n g of a second w e l l t o 

10 accomplish 320-acre spacing would cause the d r i l l i n g 

11 of unnecessary w e l l s and t h e r e f o r e cause waste? 

12 A. Yes, s i r , i t i s . 

13 Q. I n o t i c e t h a t attached behind the i n i t i a l 

14 page of E x h i b i t 10 are two data pages. What's 

15 r e f l e c t e d on those sheets, please. 

16 A. The two data pages are the economic 

17 c a l c u l a t i o n s f o r the one-well and the t w o - w e l l cases, 

18 or 640-acre and 320-acre cases. 

19 Q. And those pages set f o r t h the parameters 

20 u t i l i z e d i n your economic c a l c u l a t i o n ; i s t h a t r i g h t ? 

21 A. That's c o r r e c t , they do. 

22 Q. Mr. Jones, I would ask you i f you have 

23 reached a con c l u s i o n on the basis of your a n a l y s i s of 

24 whether the Badland H i l l s 15-1 Well i s i n a petroleum 

25 r e s e r v o i r separate from other producing r e s e r v o i r s i n 
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1 ;the area? 

2 A. I t i s my o p i n i o n t h a t the Badland H i l l s 

3 15-1 i s separate from other w e l l s i n the area. 

4 Q. And based upon your study, have you reached 

5 a conclu s i o n of the a p p r o p r i a t e spacing f o r w e l l s at 

6 l e a s t f o r the Badland H i l l s Well? 

7 A . I have concluded t h a t 640-acres would be 

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

9 Q. You have s t a t e d your c o n c l u s i o n t h a t 

10 spacing w i t h g r e a t e r d e n s i t y such as 320-acre spacing 

11 would cause the d r i l l i n g of unnecessary w e l l s ; i s t h a t 

12 c o r r e c t ? 

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

14 Q. Do you have an y t h i n g f u r t h e r to h i g h l i g h t 

15 f o r the examiner at t h i s time? 

16 A. No, I do not . 

17 MR. PEARCE: I have n o t h i n g f u r t h e r of t h i s 

18 w i t n e s s , Mr. Examiner. 

19 I would ask the admission of Mobil E x h i b i t s 

20 3 through 10, and I would pass the witness f o r 

21 q u e s t i o n i n g . 

22 HEARING EXAMINER: E x h i b i t s 3 through 10 

23 w i l l be admitted as evidence. 

24 Questions of t h i s witness? Mr. K e l l a h i n ? 

25 CROSS-EXAMINATION 
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1 BY MR. KELLAHIN: 

2 Q. Mr. Jones, perhaps by way of r e f e r e n c e , we 

3 might use the p l a t t h a t was attached t o the 

4 i n f o r m a t i o n t h a t i d e n t i f i e d the va r i o u s p a r t i c i p a n t s . 

5 A. Okay. I have i t . 

6 Q. My c l i e n t i s Mr. McHugh. His o p e r a t i o n s i n 

7 t h i s area i n c l u d e the Nassau Resources Laguna Colorado 

8 No. 2 Well? 

9 A. Yes, s i r . 

10 Q. Which i s i n Section 2. When I look at the 

11 area o u t l i n e d i n pink on t h i s page 5 of E x h i b i t No. 1, 

12 we have the Mobil 15-1 w e l l i n Section 15 t h a t ' s i n 

13 the f r a c t u r e d Mancos. In Section 2, we have the 

14 Nassau Resources Laguna Colorado No. 2 Well i n the 

15 f r a c t u r e d Mancos. 

16 Are there any other w e l l s c u r r e n t l y 

17 completed i n t h i s i n t e r v a l w i t h i n the area i d e n t i f i e d 

18 by the pink o u t l i n e ? 

19 A. There i s an Amoco w e l l i n Section 3, 

20 Badland F l a t s Federal No. 1. I t ' s l o c a t e d i n the 

21 northwest q u a r t e r of Section 3. 

22 Q. When I look at your E x h i b i t No. 6, the 

23 Laguna Colorado and then the Amoco Badlands F l a t s 

24 Federal No. 1 and three other w e l l s were i n c l u d e d i n 

25 your a n a l y s i s of p r o d u c t i o n p l o t s f o r the Schmitz 
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1 A n t i c l i n e area? 

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

3 Q. E x h i b i t No. 5 was a pressure p l o t versus 

4 time on the Schmitz A n t i c l i n e w e l l s , but I don't f i n d 

5 the w e l l s p l o t t e d t o i n c l u d e the Laguna Colorado No. 2 

6 Well. 

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

8 Q. Did I miss something? 

9 A. No. The Laguna Colorado 2-6 i s not 

10 i n c l u d e d . As I r e c a l l , the pressures f o r the Laguna 

11 Colorado were les s than some of the other w e l l s i n 

12 t h i s general area. 

13 The recorded pressures I b e l i e v e were on 

14 the order of 1,000 pounds or l e s s , and at l e a s t two of 

15 the pressures t h a t were r e p o r t e d f o r the Laguna 

16 Colorado w e l l would be o f f the scale of t h i s p l o t . 

17 They would show an even l a r g e r s e p a r a t i o n w i t h the 

18 Mobil Badland H i l l s 15-1, a l a r g e r pressure 

19 s e p a r a t i o n . 

20 Q. In making your study, d i d you review the 

21 case f i l e and the commission order i n Case 9451, which 

22 was Order R-6469-G, by which the D i v i s i o n extended the 

23 West Puerto Chiquito-Mancos Pool and picked up the 

24 McHugh acreage i n Section 2? 

25 A. I'm f a m i l i a r w i t h i t . 
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1 Q. D i d you l o o k a t t h e t e c h n i c a l p r e s e n t a t i o n 

2 and t h e t e s t i m o n y i n t h a t case? 

3 A. I had rev i e w e d t h a t b e f o r e , yes. 

4 Q. What's your recommendation about where t o 

5 p u t S e c t i o n 2? Do we l e a v e i t i n t h e p o o l t o t h e 

6 n o r t h , which i s t h e West P u e r t o - C h i q u i t o Mancos P o o l , 

7 or are we g o i n g t o put t h a t w e l l i n t h e M o b i l proposed 

8 p o o l today? 

9 MR. PEARCE: For c l a r i f i c a t i o n , t h e p i n k 

10 o u t l i n e on t h e e x h i b i t d e a l t o n l y w i t h t h e n o t i c e 

11 q u e s t i o n . The p o o l b e i n g proposed i s t h e y e l l o w 

12 o u t l i n e , a S e c t i o n 15 p o o l o n l y . 

13 MR. KELLAHIN: I'm s o r r y . I've been 

14 c o n f u s e d by a l l t h e p r e t t y c o l o r s . Okay. 

15 Q. The a d v e r t i s e m e n t t a l k s about c r e a t i n g t h e n 

16 S e c t i o n 15 as i t s own p o o l , and t h a t ' s what we're 

17 t a l k i n g about here? 

18 MR. PEARCE: Yes. 

19 THE WITNESS: Yes. 

20 Q. (BY MR. KELLAHIN) I n t h e a l t e r n a t i v e , i t 

21 t a l k s about e x t e n d i n g t h e West P u e r t o - C h i q u i t o Mancos 

22 Pool t o i n c l u d e S e c t i o n s 3, 10, and 15. That ' s n o t 

23 something you want t o do? 

24 MR. PEARCE: That a l t e r n a t i v e has now been 

25 dropped based on t h e w e l l t e s t d a t a t h a t ' s been 
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1 p r e s e n t e d , yes. 

2 Q. (BY MR. KELLAHIN) Based upon your 

3 a n a l y s i s , Mr. Jones, can you d e t e r m i n e whether you see 

4 p r e s s u r e i n f o r m a t i o n t h a t makes t h e McHugh Laguna 

5 Colorado No. 2 more t y p i c a l o f w e l l s t h a t ought t o be 

6 i n c l u d e d w i t h i n t h e area t h a t you propose f o r t h e p o o l 

7 t o be c r e a t e d f o r S e c t i o n 15? 

8 A. I d i d not s t u d y t h e Laguna Colorado w e l l i n 

9 S e c t i o n 2 s p e c i f i c a l l y t o see -- s p e c i f i c a l l y f o r t h a t 

10 w e l l . Based upon t h e p r e s s u r e i n f o r m a t i o n , t h e w e l l 

11 i n S e c t i o n 2 i s i n t h e r e s e r v o i r t h a t i s s e p a r a t e from 

12 t h e w e l l i n S e c t i o n 15 and s h o u l d not be i n c l u d e d w i t h 

13 t h e w e l l i n S e c t i o n 15. 

14 Q. When we l o o k a t t h e Amoco w e l l i n S e c t i o n 

15 3, was i t ? 

16 A. Yes. 

17 Q. That Badlands F l a t s F e d e r a l No. 1 i n 

18 S e c t i o n 3, my u n d e r s t a n d i n g o f t h e e x i s t i n g West 

19 P u e r t o - C h i q u i t o Mancos Pool i s t h a t S e c t i o n 3 would be 

20 i n c l u d e d i n t h a t p o o l . Do you know? 

21 A. I do not know s p e c i f i c a l l y . I s h o u l d d e f e r 

22 t h a t t o P e r r y . 

23 MR. KELLAHIN: L e t me w i t h d r a w t h e q u e s t i o n 

24 and s t a t e i t t h i s way. 

25 Q. When we l o o k a t t h e Amoco w e l l i n S e c t i o n 
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1 3, i s t h a t p a r t of the same r e s e r v o i r w i t h the McHugh 

2 w e l l i n 2, or i s the Amoco w e l l i n 3 going t o be p a r t 

3 of the pool i n Section 15, or can you t e l l ? 

4 A. The Amoco w e l l i s not p a r t of the pool f o r 

5 Section 15. That I can t e l l . 

6 Q. Have you s t u d i e d s u f f i c i e n t l y the 

7 eng i n e e r i n g i n f o r m a t i o n t o draw any conclusions about 

8 whether the Amoco w e l l i n 3 ought to be p a r t of the 

9 Section 2 Nassau Colorado Laguna Well? 

10 A. I have not s t u d i e d t h a t . That was not a 

11 requirement f o r t h i s a n a l y s i s . 

12 Q. I understand. I'm j u s t t r y i n g t o see where 

13 we're going t o go w i t h your p o o l . One of the 

14 d i f f i c u l t i e s when we have two po o l s , even though 

15 they ' r e on the same spacing, i s at some p o i n t t h e r e 

16 may be a need t o draw a d i s t i n c t i o n . 

17 A. I understand. 

18 Q. I'm t r y i n g t o decide how we set t h i s up. 

19 Your comparison of the Schmitz A n t i c l i n e 

20 area i n c l u d e s what geographic area on page 5 so t h a t I 

21 understand how you have separated out the 15-1 w e l l 

22 from the Schmitz A n t i c l i n e area? 

23 A. The Schmitz A n t i c l i n e area, as I s a i d , was 

24 a term of convenience. I in c l u d e d the w e l l 

25 i n f o r m a t i o n , the w e l l s — I had Amoco's w e l l i n 25, 
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1 26; the Nassau Resources w e l l i n 35. We have the 

2 Laguna Colorado w e l l i n Section 2, and the Amoco w e l l 

3 i n Section 3. 

4 I picked these w e l l s because they were 

5 close producers t o the w e l l i n Section 15. In f a c t , 

6 the w e l l s i n Section 2 and Section 3 are, as f a r as I 

7 know, the c l o s e s t Mancos producers t o the new w e l l i n 

8 Sect ion 15 . 

9 Q. Based upon a comparison of pressure 

10 i n f o r m a t i o n from f o u r of those Schmitz area w e l l s w i t h 

11 the pressure from the 15-1 w e l l , do you see a 

12 d i f f e r e n t i a l of about 900 pounds? 

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

14 Q. Adjusted t o the same database and the same 

15 p o i n t i n time? 

16 A. Yes, approximately 800 to 900 pounds. 

17 Q. Is th e r e any other data t h a t supports your 

18 ;conclusion about the s e p a r a t i o n of Section 15 from 

19 those Schmitz A n t i c l i n e area w e l l s ? 

20 A. Any other e n g i n e e r i n g i n f o r m a t i o n ? 

21 Q. Sure. The pressure i s o b v i o u s l y an 

22 important d i f f e r e n t i a l . Did you look and f i n d any 

23 other d i s t i n c t i o n s ? 

24 A. Not ou t s i d e of the pressure. The i n i t i a l 

25 pressure does, however, match w i t h the r e g i o n a l 
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1 i n i t i a l pressures f o r f i e l d s and would be the pressure 

2 t h a t we would expect f o r t h i s area as an i n i t i a l 

3 pressure and one f o r a f i e l d or area t h a t was not yet 

4 d r a i n e d . 

5 Q. Have you s a t i s f i e d y o u r s e l f t h a t t h e r e has 

6 been a s u f f i c i e n t long enough p e r i o d of time f o r 

7 p r o d u c t i o n out of the Schmitz A n t i c l i n e t h a t i f the 

8 Schmitz A n t i c l i n e was communicating w i t h Section 15 , 

9 you would have seen pressure d e p l e t i o n i n your 

10 section? 

11 A. I have. 

12 Q. How long a p e r i o d of time was t h a t ? 

13 A. The communication between, f o r example, 

14 Amoco State CC No. 1 i n Section 26 and the Wishing 

15 Well 35-7 i n Section 35, w i t h o u t r e v i e w i n g notes, I 

16 w i l l say t h a t i s on the order of one day or l e s s . So 

17 i f the w e l l -- i f t h i s area was i n pressure 

18 communication, we would have observed a pressure 

19 s i m i l a r to those f o r the Schmitz A n t i c l i n e w e l l area. 

20 Q. When you look at the Schmitz A n t i c l i n e area 

21 i n terms of pressure a n a l y s i s , can you conclude as a 

22 r e s e r v o i r engineer t h a t those w e l l s are i n f a c t i n the 

23 same common source of supply? 

24 A. I don't t h i n k t h e r e ' s any que s t i o n about 

25 the State CC No. 1 and the Wishing W e l l . I have not 
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1 evaluated the other w e l l s to a c c u r a t e l y determine the 

2 degree of communication. 

3 Q. Let's see i f I understand your u l t i m a t e 

4 c o n c l u s i o n t h a t the pressure i n 15 t h a t you've 

5 experienced i n your 15-1 w e l l i s s i g n i f i c a n t l y 

6 d i f f e r e n t from the pressure t h a t you see i n the Amoco 

7 w e l l i n 3, and t h a t t h e r e has been a s u f f i c i e n t enough 

8 p e r i o d of time elapsed d u r i n g which the Amoco w e l l i n 

9 3 has been produced, t h a t had t h e r e been communication 

10 between the two s e c t i o n s , you would have seen pressure 

11 d e p l e t i o n i n 15? 

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

13 Q. And absence t h a t pressure d e p l e t i o n and 

14 showing 900 pounds pressure d i f f e r e n t i a l , you don't 

15 ineed t o look any f u r t h e r , do you, to e s t a b l i s h 

16 ; s e p a r a t i o n between Section 3 and 15? 

17 A. No. 

18 ; MR. KELLAHIN: Thank you. Nothing e l s e . 

19 HEARING EXAMINER: Any other questions of 

20 t h i s witness? 

21 1 CROSS-EXAMINATION 

22 jBY HEARING EXAMINER: 

23 Q. Mr. Jones, besides the eng i n e e r i n g 

24 ^ evidence, do you have ge o l o g i c evidence which might 

25 show separation? 
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1 MR. PEARCE: I f I may, Mr. Examiner, my 

2 n e x t w i t n e s s i s a g e o l o g i s t . 

3 Q. (BY HEARING EXAMINER) Mr. Jones, where are 

4 t h e o t h e r Mancos p o o l s i n r e l a t i o n t o S e c t i o n 15? 

5 A. I f we r e f e r back t o page 5 o f 5, E x h i b i t 

6 No. 1 , t h e green l i n e would be t h e s o u t h e r n boundary 

7 o f t h e West P u e r t o C h i q u i t o - M a n c o s P o o l . 

8 There i s a s m a l l , o n e - w e l l p o o l i n S e c t i o n 

9 36. That would be Range 1 E a s t , Township 24 N o r t h , I 

10 b e l i e v e , c a l l e d t h e Regina G a l l u p ? I s t h a t t h e 

11 c o r r e c t p r o n u n c i a t i o n ? 

12 MR. PEARCE: Yes. 

13 THE WITNESS: Then t h e r e ' s t h e G a v i l a n 

14 Mancos Pool w h i c h would be t o t h e n o r t h and t h e west 

15 o f t h i s a r e a . 

16 Q. (BY HEARING EXAMINER) Are t h e West P u e r t o 

17 C h i q u i t o and t h e G a v i l a n Mancos -- th o s e a r e spaced on 

18 640; i s t h a t c o r r e c t ? 

19 A. Yes. 

20 Q. Mr. Jones, t h e a p p l i c a t i o n r e q u e s t s a 

21 s p e c i a l d e p t h b r a c k e t a l l o w a b l e . Can you e l a b o r a t e on 

22 t h a t ? 

23 Do you have a n o t h e r w i t n e s s , Mr. Pearce. 

24 MR. PEARCE: Another w i t n e s s w i l l address 

25 t h a t . 
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1 1 Q. (BY HEARING EXAMINER) Mr. Jones, i f you 

2 : indeed d i d have communication from the w e l l i n Section 

3 ;15 w i t h the other w e l l s i n Section 2, what kind of 

4 pressure might you expect at t h i s p o i n t i n t h a t w e l l ? 

5 A. I would expect a pressure t h a t would be 

6 very s i m i l a r t o the pressure observed f o r these other 

7 w e l l s . 

8 Q. I t would have drawn down t h a t much? 

9 A. Ye s, s i r . 

10 Q. Being as f a r away as i t was? 

11 A. Yes. We have observed i n the Gavilan 

12 f i e l d , where i t ' s g e n e r a l l y accepted, t h a t w i t h i n the 

13 con f i n e s of the Gavilan f i e l d , the w e l l s are i n 

14 pressure communication. And as new w e l l s were brought 

15 on, they were, say, w i t h i n a range of about 100 pounds 

16 to other w e l l s i n the area. And so I would expect 

17 s i m i l a r pressure measurements or pressure o b s e r v a t i o n s 

18 : i f t h i s w e l l was i n communication w i t h the area to the 

19 n o r t h . 

20 HEARING EXAMINER: I have no f u r t h e r 

21 questions of the w i t n e s s . He may be excused. 

22 ; LARRY CRUNCLETON, 

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

24 <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 : 

25 ; DIRECT EXAMINATION 
i 
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1 BY MR. PEARCE: 

2 Q. At t h i s t i m e , Mr. Examiner, I would l i k e t o 

3 c a l l my next w i t n e s s , and I would ask him f o r the 

4 'record t o please s t a t e h i s name and place of 

5 residence. 

6 A. My name i s L a r r y C r u n c l e t o n , and I re s i d e 

7 i n B a i l e y , Colorado. 

8 Q. Mr. C r u n c l e t o n , would you please s p e l l your 

9 l a s t name fo r the examine r . 

10 A. Last name i s C-r-u-n-c-l-e-t-o-n. 

11 Q. Mr. C r u n c l e t o n , by whom are you employed? 

12 A. I'm employed by Mobil E x p l o r a t i o n and 

13 Producing U.S. i n the Denver D i v i s i o n . 

14 Q. In what c a p a c i t y are you employed? 

15 A. I am a s t a f f g e o p h y s i c i s t i n charge of the 

16 of the Rocky Mountain D i s t r i c t . 

17 Q. Mr. Cr u n c l e t o n , have you appeared before 

18 the examiner or one of the examiners and had your 

19 c r e d e n t i a l s made a matter of record before? 

20 A. No , I haven't. 

21 Q. At t h i s time would you b r i e f l y summarize 

22 your e d u c a t i o n a l background and work experience, 

23 please. 

24 A . Yes. I graduated from the U n i v e r s i t y of 

25 Texas at El Paso w i t h a Bachelor of Science Degree i n 
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1 Geophysics. That was i n December of 1980. Upon 

2 g r a d u a t i o n , I s t a r t e d w i t h Mobil at the beginning of 

3 1981. I've since worked w i t h them i n e x p l o r a t i o n and 

4 p r o d u c t i o n throughout t h a t t i m e . 

5 Q. Has the m a j o r i t y of t h a t time or perhaps 

6 a l l of t h a t time been i n the Denver o f f i c e ? 

7 A. With the exception of the f i r s t year, which 

8 was a t r a i n i n g program, which they have i n the Dal l a s 

9 program; upon completion of t h a t , I moved t o the 

10 Denver D i v i s i o n . 

11 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

12 would ask t h a t Mr. Cruncleton's q u a l i f i c a t i o n s be 

13 accepted and made a matter of r e c o r d , and t h a t he be 

14 q u a l i f i e d as an expert i n the f i e l d of petroleum 

15 geology. 

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

17 Q. (BY MR. PEARCE) Mr. Crun c l e t o n , as p a r t of 

18 \ your work r e s p o n s i b i l i t i e s , were you asked t o do a 

19 g e o l o g i c a l study of the area surrounding the Badlands 

20 H i l l 15-1 Well? 

21 A. Yes, I was. I was o r i g i n a l l y assigned t o 

22 look at the w e l l s i n the area and to i n t e g r a t e the 

23 w e l l data w i t h seismic, which we have r e c e n t l y 

24 acquired w i t h i n the area. 

25 Q. Let me i n t e r r u p t f o r j u s t a second. Based 
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1 on the review of the w e l l data which was a v a i l a b l e and j 

2 the geophysical data which has been developed, have 

3 you prepared a s t r u c t u r e map of the Gallup? 

4 A. Yes, I have. 

5 Q. Is t h a t r e f l e c t e d as Mobil E x h i b i t No. 11 

6 to t h i s proceeding? 

7 A. Yes, i t i s . 

8 Q. I ' d ask you t o look at t h a t e x h i b i t , 

9 please, and p o i n t out the items which you would l i k e 

10 to h i g h l i g h t f o r the examiner. 

11 A. Okay. This i s a s t r u c t u r e map c o n s t r u c t e d 

12 on the top of the Gallup zone. The map i s a scale of 

13 1 to 4,000. The contour i n t e r v a l i s 50 f e e t . The 

14 broad, dashed l i n e on t h a t map i s the boundary of the 

15 West Puerto C h i q u i t o Pool. 

16 The dashed l i n e s w i t h the X's through them, 

17 t h a t represents where our seismic c o n t r o l i s t h a t we 

18 have acquired i n t h i s area. 

19 I n the southwest corner, I have h i g h l i g h t e d 

20 the Badland H i l l s No. 15-1 W e l l . I t has a box around 

21 i t . 

22 Q. I n o t i c e t h e r e are also a couple of s o l i d 

23 l i n e s on the e x h i b i t , some of which have g r a p h i c a l 

24 symbols on one side or the o t h e r . What do those l i n e s 

25 represent? 
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1 A. Ri g h t . Those represent f a u l t s which have 

2 been d i s t i n g u i s h e d , using our seismic. As you n o t i c e , 

3 s e v e r a l of the f a u l t s represent several d i f f e r e n t 

4 s t y l e s of f a u l t i n g and i r se v e r a l d i f f e r e n t 

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

6 Q. Very b r i e f l y , summarize what you mean by 

7 : d i f f e r e n t s t y l e s of f a u l t i n g and how the y ' r e 

8 represented, please. 

9 A. E s s e n t i a l l y , what t h a t represents i s 

10 r e l a t i v e motion of throws across these f a u l t s and type 

11 of f a u l t i n g s , whether i t be normal f a u l t i n g , l i s t r i c k 

12 f a u l t s . 

13 I n a d d i t i o n t o t h a t , I've marked on here i n 

14 red a l i n e of c r o s s - s e c t i o n connecting f o u r w e l l s , 

15 i n c l u d i n g the Badland H i l l s and two w e l l s w i t h i n the 

16 Schmitz A n t i c l i n e area and another w e l l t o the n o r t h . 

17 Q. Let's t u r n now to what we've marked as 

18 E x h i b i t No. 12. While you're d i s c u s s i n g t h a t 

19 c r o s s - s e c t i o n , could you describe t h a t f o r the 

20 examiner, please. 

21 A. E x h i b i t 12 i s a s t r u c t u r a l c r o s s - s e c t i o n . 

22 What I've used i n t h i s c r o s s - s e c t i o n i s the dual 

23 i n d u c t i o n logs f o r the w e l l s l i s t e d along t h a t l i n e . 

24 This c r o s s - s e c t i o n was hung on a s t r u c t u r a l datum of 

25 500 f e e t . 
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1 And what t h i s c r o s s - s e c t i o n e s s e n t i a l l y 

2 shows, i t represents the s t r u c t u r a l r e l a t i o n s h i p of 

3 these w e l l s w i t h each o t h e r . And I've drawn i n here 

4 the f a u l t s which we have d e l i n e a t e d on seismic. 

5 I've shown across t h i s s e c t i o n the r e l a t i v e 

6 throws which we see, v e r t i c a l throws t h a t we see along 

7 t h i s s e c t i o n here, d e l i n e a t i n g some of the s e p a r a t i o n 

8 of these w e l l s w i t h each other of the f a u l t s . 

9 Q. You have reviewed the w e l l data which has 

10 been a v a i l a b l e ; i s t h a t c o r r e c t ? 

11 A. Yes, s i r . 

12 Q. And the seismic data t h a t you have 

13 described; i s t h a t c o r r e c t ? 

14 A. Y e s , s i r . 

15 Q. Have you formed a broad o p i n i o n on the 

16 geology and s t r u c t u r e of the Gallup f o r m a t i o n i n t h i s 

17 area? 

18 A. Yes, I have. 

19 Q. What i s t h a t o p i n i o n , please. 

20 A. One of the f i r s t t h i n g s t h a t s t r u c k me i n 

21 doing t h i s study was the c o m p l e x i t y . Using the 

22 seismic, i t was obvious t h a t the s t r u c t u r e was much 

23 more complex than what could be d e r i v e d j u s t using 

24 w e l l c o n t r o l w i t h i n the area. 

25 Mainly, i n a d d i t i o n t o t h a t , the seismic i s 
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1 ! used t o d e l i n e a t e these f a u l t s which we see, which we 

2 probably would not be able to put i n s o l e l y using j u s t 

3 w e l l cont r o l . 

4 Q. You have d e f i n e d t h i s as a h i g h l y complex 

5 area. When a previous witness was on the stand, t h e r e 

6 was some q u e s t i o n i n g about whether or not t h e r e was 

7 geo l o g i c evidence of s e p a r a t i o n . 

8 I would ask you t o r e f e r to what we've 

9 marked as E x h i b i t No. 11. Based upon the data t h a t i s 

10 a v a i l a b l e to us today, are you able t o conclude t h a t 

11 t h e r e i s s t r u c t u r a l s e p a r a t i o n between the Badland 

12 H i l l s Well and the Schmitz A n t i c l i n e Well which would 

13 account f o r the pressure d i f f e r e n t i a l s we've seen? 

14 A. S t r i c t l y o f f of a s t r u c t u r a l p o i n t of view, 

15 i t does not show any reason f o r s e p a r a t i o n between the 

16 two such as closed h i g h s , but what i s evi d e n t i s the 

17 m u l t i d i r e c t i o n s of these f a u l t s t h a t we see i n the 

18 |area. 

19 The f a u l t s i n the Schmitz A n t i c l i n e area, 

20 p a r t i c u l a r l y the Wishing W e l l , appears t o be 

21 associated w i t h the f r a c t u r e zone. In a s s o c i a t i n g 

22 w i t h the f a u l t we see up t h e r e , i n the Badland H i l l s , 

23 appears t o have p e n e t r a t e d a d i f f e r e n t f a u l t i n i t s 

24 associated f r a c t u r e zone down t h e r e . 

25 Q. And l o o k i n g at t h i s e x h i b i t , i t appears 
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1 t h a t j u s t south of the Badland H i l l s w e l l s and the 

2 v i c i n i t y of the w e l l you j u s t addressed t o the n o r t h , 

3 and I've f o r g o t t e n the name --

4 A. The Wishing W e l l . 

5 Q. -- the Wishing W e l l , th e r e doesn't appear 

6 t o be seismic data between those two p o i n t s ? 

7 A. No. We do not have the c o n t r o l to a c t u a l l y 

8 d e f i n e whether we have more f a u l t s i n t h a t area or 

9 not . 

10 Q. Based upon your study of the area and the 

11 data t h a t i s a v a i l a b l e t o you, r e f e r r i n g back t o 

12 E x h i b i t s 11 and 12, do you have other items of 

13 i n f o r m a t i o n which you b e l i e v e might be h e l p f u l to the 

14 examiner i n t h i s matter? 

15 A. No, I don't. 

16 MR. PEARCE: Mr. Examiner, I have n o t h i n g 

17 f u r t h e r of t h i s witness at t h i s t i m e . 

18 I would move the admission of Mobil 

19 E x h i b i t s 11 and 12 to t h i s proceeding, and I would 

20 pass the w i t n e s s . 

21 HEARING EXAMINER: E x h i b i t s 11 and 12 w i l l 

22 be admitted as evidence. 

23 Questions? 

24 MR. KELLAHIN: Thank you, Mr. Examiner. 

25 CROSS-EXAMINATION 
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1 BY MR. KELLAHIN: 

2 Q. Mr. Cru n c l e t o n , when I look at the seismic 

3 s t r u c t u r e map on top of the Gall u p , E x h i b i t No. 11, 

4 and I focus i n on the extent of the r e s e r v o i r i n 

5 Section 15 from which the 15-1 w e l l produces, what, i n 

6 ^ your o p i n i o n , i s the l i k e l y g e o l o g i c extent of t h a t 

7 : r e s e r v o i r as we move to the east? 

8 A. To the east? 

9 Q. Yes, s i r . 

10 A. As we move t o the east, i t appears we would 

11 be moving out of the f r a c t u r e zone as s o c i a t e d w i t h 

12 t h a t f a u l t , and p r o d u c t i o n of the w e l l s , I would 

13 assume, would f a l l o f f as we move to the east. 

14 Q. G e o l o g i c a l l y then, when you examine t h a t 

15 i n f o r m a t i o n , the eastern l i m i t s of the r e s e r v o i r i s 

16 going t o be c o n t r o l l e d by the top of the Gallup 8 

17 o u t c r o p , or i s i t going t o be c o n t r o l l e d by t h i s -- I 

18 guess i t ' s a f a u l t l i n e --

19 A. That i s . 

20 Q. -- through the east side of Section 15? 

21 A. Yes. Production at most would go as f a r to 

22 t h a t l a s t f a u l t t h a t we see t h a t I've l i s t e d on t h e r e 

23 t h a t the contours -- they end up against t h a t f a u l t . 

24 We wouldn't assume any p r o d u c t i o n on the other side of 

25 ; t h a t f a u l t . 
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1 Q. I don't have an east-west c r o s s - s e c t i o n t o 

2 look a t ; so I was t r y i n g t o determine what your 

3 o p i n i o n was w i t h regards t o the l i k e l y eastern 

4 boundary of t h a t r e s e r v o i r . 

5 When you look t o the west, do you have any 

6 geo l o g i c i n f o r m a t i o n from which you can conclude what 

7 the l i k e l y western boundary i s f o r the r e s e r v o i r being 

8 produced by the 15-1 we l l ? 

9 A. No. We are not able t o determine how f a r 

10 out the f r a c t u r e system would extend. 

11 Q. When I look at your c r o s s - s e c t i o n , am I 

12 c o r r e c t i n understanding t h a t the magnitude of f a u l t 

13 displacement f o r the Mancos r e s e r v o i r i s not 

14 s u f f i c i e n t to t o t a l l y separate the Mancos f o r m a t i o n 

15 from the 15-1 w e l l and, say, the Laguna Colorado No. 2 

16 w e l l ? 

17 A. That's c o r r e c t . Across the f a u l t s t h e r e i s 

18 not enough s e p a r a t i o n t o separate the t o t a l i n t e r v a l 

19 of the Gallup t h e r e . 

20 Q. I s t h e r e any reason t h a t you d i d n ' t run 

21 your A-A' c r o s s - s e c t i o n through the Amoco w e l l i n 

22 Section 3? 

23 A. No. The reason I ran the c r o s s - s e c t i o n 

24 between the Badland H i l l s up t o the Laguna Colorado 

25 No. 6 i s so I could represent on t h i s c r o s s - s e c t i o n 
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1 where t h a t f a u l t i s i n a s s o c i a t i o n w i t h t h e Badland 

2 H i l l s . 

3 Q. I n p l a c i n g t h e f a u l t t h e n , you have p l a c e d 

4 t h e Amoco w e l l i n S e c t i o n 3 west of t h e f a u l t ? 

5 A. The Amoco w e l l ? I have on my s t r u c t u r a l 

6 i s e c t i o n -- I have r e p r e s e n t e d t h e f a u l t as d y i n g o u t 

7 j u s t a t t h e b o t t o m o f S e c t i o n 3. 

8 Q. I'm s o r r y , y e s , you have. 

9 Have you examined t h e g e o l o g i c r e l a t i o n s h i p 

10 between t h e Amoco Badlands w e l l i n 3 ve r s u s t h e Nassau 

11 Resources Laguna Colorado W e l l i n S e c t i o n 2? 

12 A. No, I h a v e n ' t . 

13 MR. KELLAHIN: Thank you. I have n o t h i n g 

14 f u r t h e r . 

15 CROSS-EXAMINATION 

16 BY HEARING EXAMINER: 

17 Q. Mr. C r u n c l e t o n , i s t h e r e any o t h e r g e o l o g i c 

18 f a c t o r w h i c h m i g h t e x p l a i n t h e s e p a r a t i o n o f t h e two 

19 areas b e s i d e s t h e f a u l t i n g ? 

20 A. Not t h a t I'm aware o f . 

21 Q. None t h a t you've found? 

2 2 A. Yes. 

23 Q. I s t h i s whole i n t e r v a l c o r r e l a t a b l e a c r o s s 

24 t h e two areas? 

25 A. Yes, i t i s . On t h e c r o s s - s e c t i o n , what 
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1 we've d e p i c t e d as our A, B, and C i s r e l a t i v e l y easy 

2 to c o r r e l a t e across the whole area. 

3 Q. Do the f r a c t u r e s i n the Mancos g e n e r a l l y 

4 have a p r e f e r e n t i a l d i r e c t i o n ? 

5 A. Our b e l i e f i n t h i s area i s t h a t the 

6 f r a c t u r e s are o r i e n t e d p a r a l l e l t o the f a u l t i n g t h a t 

7 we see i n t h i s area. 

8 We d i d run a f r a c t u r e l o g w i t h i n the 

9 Badland H i l l s which does show the f r a c t u r e s do appear 

10 to be running i n the d i r e c t i o n t h a t I had the f a u l t 

11 :depicted on the map. 

12 Q. So, r e a l l y , the two areas should be i n 

13 communication, but they aren't? I t a l l p o i n t s t h a t 

14 they should be i n communication; i s t h a t c o r r e c t ? 

15 A. W e l l , no. The w e l l s up t o the n o r t h r e a l l y 

16 aren't associated w i t h the f a u l t t h a t we see at the 

17 ,Badland H i l l s . 

18 i Q. Frac t u r e s go towards the w e l l s i n Sections 

19 2 and 3? 

20 A. I n t h a t d i r e c t i o n , but we can't determine 

21 the ext e n t of how f a r those f r a c t u r e s would run. 

22 HEARING EXAMINER: That's a l l the questions 

23 we have at t h i s time. 

24 CRAIG EGGERMAN, 

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

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

2 ; DIRECT EXAMINATION 

3 BY MR. PEARCE: 

4 Q. May i t please the examiner, I would ask the 

5 witness t o please s t a t e h i s name and place of 

6 '• residence f o r the r e c o r d . 

7 A. Craig Eagerman, and I res i d e i n Lakeland, 

8 Colorado. 

9 Q. Mr. Eggerman, by whom are you employed? 

10 A. Mobil Producing and E x p l o r a t i o n U.S., I n c . 

11 Q. What's your c a p a c i t y w i t h Mobil? 

12 A. Mobil employs me as a senior r e g u l a t o r y 

13 e n g i n e e r i n g a d v i s e r . 

14 Q. As p a r t of your r e s p o n s i b i l i t i e s , have you 

15 reviewed the a p p l i c a t i o n f i l e d by Mobil i n t h i s case? 

16 A. I have. 

17 Q. I would ask you, s i r , i f you have appeared 

18 before the New Mexico O i l Conservation D i v i s i o n or i t s 

19 examiners p r e v i o u s l y and had your c r e d e n t i a l s made a 

20 matter of record? 

21 A. I have not. 

22 Q. Would you please, s i r , f o r us at t h i s time 

23 summarize your e d u c a t i o n a l background and work 

24 experience. 

25 A. I received a Bachelor of Science Degree 

CUMBRE COURT REPORTING 
(505) 984-2244 



45 

1 from South Dakota School of Mines and Technology i n 

2 1973. I was subsequently employed by S h e l l O i l 

3 Company f o r two-and-a-half years, two years, 

4 approximately. 

5 I worked as an o n - s i t e engineer, worked i n 

6 the c a p a c i t y of w e l l log e v a l u a t i o n s , cementing and 

7 casing o p e r a t i o n s , d r i l l stem t e s t t e s t i n g , and other 

8 ; r e l a t e d d r i l l i n g a c t i v i t i e s . I served i n the c a p a c i t y 

9 as a completion supervisor and o p e r a t i o n s engineer. 

10 In 1975, I was employed by Mobil O i l 

11 C o r p o r a t i o n and subsequently worked i n p o s i t i o n s as an 

12 o p e r a t i o n s engineer, a d r i l l i n g engineer, a d r i l l i n g 

13 e n g i n e e r i n g s u p e r v i s o r . And i n 1984, I was employed 

14 as a r e g u l a t o r y engineer. 

15 My areas of r e s p o n s i b i l i t i e s are a l l of the 

16 Rocky Mountain s t a t e s , Nevada, and C a l i f o r n i a . 

17 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

18 would ask t h a t the witness be q u a l i f i e d as an expert 

19 i n the f i e l d of petroleum e n g i n e e r i n g and r e g u l a t o r y 

20 management? 

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

22 Q. (BY MR. PEARCE) Mr. Eggerman, at t h i s 

23 t i m e , I would ask you as p a r t of your r e s p o n s i b i l i t i e s 

24 w i t h M o b i l , i f you have f o l l o w e d c e r t a i n committee 

25 meetings r e l a t i n g t o proposed basinwide r u l e s f o r 
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1 f r a c t u r e d Mancos r e s e r v o i r s i n northwestern New 

2 Mexico? 

3 A. I have. We have one i n d i v i d u a l t h a t was 

4 designated t o serve on t h a t p a r t i c u l a r subcommittee. 

5 Q. And he re p o r t e d r e g u l a r l y to you about 

6 those proceedings; i s t h a t c o r r e c t ? 

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

8 Q. How come he's not here? 

9 A. Because Mr. Paul Haber, who was t h a t 

10 i n d i v i d u a l , now resides i n Saudi A r a b i a , working f o r 

11 iAramco at the present time. 

12 Q. Thank you, s i r . I ask you, please, to 

13 r e f e r to what we've marked as E x h i b i t 13 t o t h i s 

14 proceeding, and I' d ask you t o describe what those are 

15 f o r the examiner. 

16 . A. What we have attempted t o do here i s t o 

17 prepare some s p e c i a l r u l e s f o r the Badland H i l l s -

18 Gallup O i l Pool. And t h i s p a r t i c u l a r set of s p e c i a l 

19 r u l e s i s d r a f t e d along the l i n e s o f , from what I 

20 understand, would be the general committee 

21 recommendations f o r the proposed basinwide Mancos Pool 

22 r u l e s t h a t they would have e s t a b l i s h e d i n t h i s area. 

23 We've also examined the West Puerto 

24 Chiquito-Mancos Pool r u l e s and the Gavilan-Mancos Pool 

25 r u l e s and t r i e d t o i n c o r p o r a t e some of the good t h i n g s 

CUMBRE COURT REPORTING 
(505) 984-2244 



1 t h a t are i n both of those. ! 
; i 

2 Q. Let's run through these proposed r u l e s very j 

i I 
3 b r i e f l y , and I want to h i g h l i g h t a couple of items f o r j 

i 

4 the r e c o r d , i f I may. I 

5 F i r s t of a l l , I'd ask you to look at Rule j 

6 No. 2. What does t h a t proposed r u l e provide? 

7 A. Rule No. 2 provides f o r 640-acre spacing. 

8 Q. Based upon the evidence presented and the 

9 m a t e r i a l s t h a t you have reviewed, do you b e l i e v e t h a t 

10 640-acre spacing would be the a p p r o p r i a t e spacing? 
i 

11 A. I do. 

12 Q. Let's l o o k , please, at Rule No. 4 on the 

13 second page of t h i s d r a f t and h i g h l i g h t f o r the 

14 examiner the l o c a t i o n r u l e s set f o r t h . 

15 A. Rule No. 4 c a l l s f o r a r e g u l a r l o c a t i o n t o 

16 be b a s i c a l l y i n the center of the s e c t i o n but no 

17 nearer than 990 f e e t t o the outer boundary of the 

18 s e c t i o n of the p r o r a t i o n u n i t , nor cl o s e r than 10 f e e t 

19 to the i n t e r i o r q u a r t e r - q u a r t e r s e c t i o n l i n e s i n t h a t 

20 p o o l . 

21 The t e n - f o o t r u l e i s i n t h e r e so t h a t we 

22 don't have problems w i t h computer records as f a r as 

23 the l o c a t i o n of w e l l s . 

24 Q. And i t ' s your understanding t h a t the 

25 990-foot l o c a t i o n requirement was being discussed by 
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1 the committee; i s t h a t c o r r e c t ? 

2 A. That's my understanding, yes. 

3 Q. I f the committee's recommendation 

4 u l t i m a t e l y i s a l o c a t i o n requirement other than 990 

5 f e e t and i s more r e s t r i c t i v e , would you ask t h a t the 

6 l o c a t i o n f o r the Badland H i l l s 15-1 Well be 

7 gran d f a t h e r e d t o avoid the n e c e s s i t y of f u r t h e r 

8 proceedings t o approve the l o c a t i o n ? 

9 A. We would. 

10 Q. Let's l o o k , please, at Rule No. 6 on the 

11 j t h i r d page. The examiner, I b e l i e v e , e a r l i e r i n the 

12 day asked about a s p e c i a l pool r u l e w i t h an 

13 a l l o w a b l e . Does t h i s r u l e address t h a t ? 

14 A. Rule No. 6 makes an e f f o r t to assign an 

15 a l l o w a b l e t o t h i s p a r t i c u l a r p o o l . We chose 800 

16 b a r r e l s of o i l per day and 2,000 GOR l i m i t a t i o n f o r 

17 t h a t p a r t i c u l a r p o o l . 

18 I t ' s my r e c o l l e c t i o n t h a t t h a t matches the 

19 a l l o w a b l e f o r the Gavilan-Mancos Pool, but i t i s 

20 s l i g h t l y less than what i s provided f o r i n the West 

21 Puerto Chiquito-Mancos Pool. 

22 There i s no standard depth bracket 

23 a l l o w a b l e , at l e a s t according t o Rule 505, f o r w e l l s 

24 at t h i s depth f o r 640-acre spacing. 

25 I t ' s my understanding t h a t 160-acre spacing 
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1 at t h i s depth would be 347 b a r r e l s of o i l per day, and 
i 

2 you could take t h a t times f o u r , and you would have a 
i 

3 value of something l i k e 1,340 b a r r e l s of o i l a day, 

4 which t h i s i s les s than t h a t amount. 

5 Q. Let's look at proposed Rule No. 7, please, 

6 which addresses the v e r t i c a l l i m i t s . And could you 

7 describe the proposed v e r t i c a l l i m i t s of the Badland 

8 : H i l l s - G a l l u p Pool? 

9 A. Rule No. 7 was developed by examining the 

10 other pool r u l e s i n t h i s general area. I b e l i e v e i t 

11 was the subject of d i s c u s s i o n i n some of the committee 

12 meetings and the g e o l o g i s t s t h a t are employed by Mobil 

13 were advised t h a t t h i s probably was one of the best 

14 ways t o describe the p a r t i c u l a r s e c t i o n t h a t we would 

15 have i n t h i s p o o l . 

16 Q. And t h a t i s the Gallup member of the 

17 Mancos ? 

18 A. Correct . 

19 Q. Let's look at proposed Rule No. 8. What 

20 does t h a t proposed r u l e provide? 

21 A. Rule No. 8 provides f o r the d r i l l i n g of a 

22 second w e l l i n t h i s p a r t i c u l a r -- i n any p a r t i c u l a r 

23 p r o r a t i o n u n i t , as long as i t ' s not l o c a t e d i n the 

24 same q u a r t e r s e c t i o n as the o r i g i n a l w e l l . 

25 Q. What was the a l l o w a b l e f o r the s e c t i o n i f a 
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1 second w e l l i s d r i l l e d ? 

2 A. These two w e l l s would share the a l l o w a b l e 

3 t h a t would be e s t a b l i s h e d f o r t h a t p a r t i c u l a r 

4 p r o r a t i o n u n i t . 

5 Q. At t h i s t i m e , Mr. Eggerman, do you have 

6 anything f u r t h e r to h i g h l i g h t f o r the examiner? 

1 A. I d o n o t . 

8 1 MR. PEARCE: Mr. Examiner, at t h i s time I 

9 would move the admission of Mobil E x h i b i t No. 13 to j 

10 t h i s proceeding, and I would pass the witness f o r ! 

11 f u r t h e r q u e s t i o n i n g . 

12 HEARING EXAMINER: E x h i b i t No. 13 w i l l be 

13 admitted as evidence. 

14 Questions? Mr. K e l l a h i n ? 

15 : CROSS-EXAMINATION 

16 BY MR. KELLAHIN: 

17 Q. Mr. Eggerman, again on Rule No. 8, what's 

18 the basis f o r the recommendation of a second w e l l on 

19 the 640 spacing u n i t when the en g i n e e r i n g proof i s 

20 t h a t one w e l l i s s u f f i c i e n t ? j 

21 A. This would a l l o w the operator the 
i 

22 o p p o r t u n i t y to d r i l l a second w e l l i f they i n f a c t | 

23 were not able t o encounter the f r a c t u r i n g i n t h a t j 

24 p a r t i c u l a r l o c a t i o n from the f i r s t w e l l . 

25 In other words, i f you ended up w i t h a w e l l j 

CUMBRE COURT REPORTING 
(505) 984-2244 



51 

1 t h a t only made 20 b a r r e l s a day, t h i s would p r o v i d e 

2 you w i t h an o p p o r t u n i t y to d r i l l a second w e l l . i 

3 Q. What does the Section 15-1 w e l l produce now j 
i j 

4 on a d a i l y basis? What's the general range of 
5 ;production? | 

6 A. I'm going t o t r y t o r e c a l l , and t h i s i s ; 

7 subj e c t t o check, but I b e l i e v e t h a t we f i l e d | 
j 

8 yesterday a completion r e p o r t t h a t i n d i c a t e d t h a t the 

9 w e l l i s capable -- i t c u r r e n t l y was t e s t i n g somewhere 

10 around 80 to 100 b a r r e l s of o i l a day. I t s t i l l was : 

11 making some water back, and we're hopeful t h a t t h a t j 

12 w i l l drop o f f and t h a t the o i l r a t e w i l l i n c r e a s e . 

13 Q. Refresh my memory; do the West Puerto 

14 C h i q u i t o r u l e s provide f o r a second w e l l i n the 640? 

15 A. I am going t o have t o defer on t h a t . I 

16 don't have a l l of those orders p r e s e n t , and I would 

17 have to examine those to see whether they a l l o w f o r a 

18 second w e l l i n t h e r e . 

19 MR. KELLAHIN: Thank you. No f u r t h e r 

20 q u e s t i o n s . 

21 CROSS-EXAMINATION 

22 BY HEARING EXAMINER: 

23 Q. Mr. Eggerman, are ther e any s i g n i f i c a n t 

24 d i f f e r e n c e s between these pool r u l e s and the West 

25 Puerto C h i q u i t o r u l e s ? Are the w e l l l o c a t i o n s the 
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1 same, the requirements? 

2 A. I b e l i e v e t h a t the a l l o w a b l e i n West Puerto 

3 Chiquito-Mancos i s higher than t h i s . I t ' s my 

4 understanding i t ' s 1,340. Set-back requirements f o r 

5 West Puerto C h i q u i t o , I am not q u i t e sure what t h a t i s 

6 at the present t i m e . I would have t o examine those 

7 o r d e r s . 

8 ^ MR. STOVALL: Mr. Examiner, j u s t speaking 

9 f o r the D i v i s i o n , t o get i t i n t o the record -- t h i s , 

10 again, would be su b j e c t t o check, but i t ' s my 

11 understanding t h a t the r u l e s i n t h a t pool are f o r 

12 1,320 f e e t from the outer boundaries, but I'm not sure 

13 i f t h a t ' s across the pool or i f t h a t ' s on the border 

14 p r o r a t i o n u n i t s . 

15 I b e l i e v e i t ' s 1,320, but i f none of 

16 counsel has any o b j e c t i o n , I b e l i e v e we can review 

17 those orders and take a d m i n i s t r a t i v e n o t i c e of them as 

18 necessary. 

19 MR. PEARCE: I t h i n k t h a t ' s a p p r o p r i a t e . 

20 Q. (BY HEARING EXAMINER) Mr. Eggerman, i s i t 

21 your understanding t h a t the 990 f e e t was a committee 

22 recommendation? 

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

24 Q. Also the 10 f e e t i n t e r i o r setback. Do you 

25 know i f there's t o p o g r a p h i c a l problems out th e r e i n 
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1 t h i s area? 

2 A. There c e r t a i n l y are i n some p a r t s . Are you 

3 r e f e r r i n g t o the area i n g e n e r a l , not s p e c i f i c a l l y to 

4 Section 15? 

5 Q. We l l , yes, to Section 15. 

6 A. Section 15 has a s t a t e highway t h a t 

7 i n t e r s e c t s i t on a d i a g o n a l . I guess you would c a l l 

8 t h a t a t o p o g r a p h i c a l c o n s i d e r a t i o n . I have had some 

9 discu s s i o n s w i t h members of the Commission, and i t ' s 

10 my understanding t h a t t h a t ' s k i n d of a broad 

11 d e f i n i t i o n . When they say " t o p o g r a p h i c a l , " t h a t also 

as w e l l as 

sure j u s t e x a c t l y 

t h i n k , f i t s t h a t 

r , l e t me ask j u s t 

r e c o r d . 

i t t e e 

what committee 

me i f I don't get 

committee formed 

to e s t a b l i s h 
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12 means a r c h e o l o g i c a l c o n s i d e r a t i o n s , 

13 ; s t r u c t u r a l . And the road -- I'm not 

14 ;what you would c a l l t h a t , but i t , I 

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

16 MR. STOVALL: Mr. Examine 

17 a couple of questions t o c l a r i f y the 

18 CROSS-EXAMINATION 

19 BY MR. STOVALL: 

20 Q. You have r e f e r r e d to comm 

21 recommendations. Would you i d e n t i f y 

22 you were t a l k i n g about? 

23 A. The committee, and pardon 

24 the name c o r r e c t l y , but th e r e was a 

25 to study basinwide Mancos Pool r u l e s 
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proper spacing f o r the Mancos f o r m a t i o n i n the 

northwest, or g e n e r a l l y i n the northwestern p a r t of 

New Mexico, i n the San Juan Basin. 

Q. S p e c i f i c a l l y l o o k i n g at the f r a c t u r e d 

Mancos s t r u c t u r e ; i s t h a t c o r r e c t ? 

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

Q. To the best of your knowledge, has ther e 

been any o f f i c i a l a c t i o n taken on those r u l e s ? Has 

there been a hearing on those or anything t h a t you 

know of? 

A. There has not been. 

Q. Did you p a r t i c i p a t e , or have you 

p a r t i c i p a t e d , or has your company p a r t i c i p a t e i n t h a t 

committee work? 

A. Our company has p a r t i c i p a t e d i n t h a t work. 

Q. And you are then f a m i l i a r w i t h t h a t through 

your company's p a r t i c i p a t i o n ? You've had the 

o p p o r t u n i t y to review i t so t h a t you have some 

personal knowledge t h a t your proposals here are 

c o n s i s t e n t w i t h those? 

A . I have. 

HEARING EXAMINER: That's a l l the questions 

I have of the wi t n e s s . 

Mr. Pearce, i s i t your request t h a t these 

pools be permanent pools? 
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1 MR. PEARCE: Mr. Examiner, I discussed t h i s 

2 matter w i t h my c l i e n t . I don't t h i n k we f e e l 

3 s t r o n g l y . C e r t a i n l y , i f the D i v i s i o n p r e f e r s t o have 

4 a two-year l i m i t e d e f f e c t i v e n e s s of these r u l e s , we 

5 ; c e r t a i n l y don't o b j e c t to t h a t . Whether or not the 
i 

6 !pool w i l l grow, I do not know at t h i s t i m e . 

7 We are c o n f i d e n t t h a t , i f i t remains a 

8 one-well p o o l , t h a t t h e r e i s not any p a r t i c u l a r 

9 jeopardy i n making the r u l e s permanent at t h i s t i m e , 

10 but I suppose we don't know whether or not t h a t w i l l 

11 occur. 

12 MR. STOVALL: Mr. Examiner, i n response t o 

13 t h a t along t h a t l i n e , I would l i k e t o r e c a l l the 

14 g e o l o g i c a l witness t o j u s t ask him a couple of 

15 q u e s t i o n s , i f you don't mind. 

16 MR. PEARCE: That's f i n e . 

17 MR. STOVALL: And, I'm s o r r y , I f o r g e t h i s 

18 name, but i f you could --

19 MR. PEARCE: Cru n c l e t o n . 

20 MR. STOVALL: I ' l l remind you j u s t f o r the 

21 record t h a t you are s t i l l under oath. 

22 LARRY CRUNCLETON, 

23 the witness h e r e i n , a f t e r having been p r e v i o u s l y 

24 c a l l e d as a w i t n e s s , examination and testimony 

25 continued as f o l l o w s : 

CUMBRE COURT REPORTING 
(505) 984-2244 



56 

1 | FURTHER EXAMINATION 

2 BY HR. STOVALL: 

3 Q. I b e l i e v e you t e s t i f i e d t h a t the Mobil w e l l 

4 i n Section 15 i s not i n f r a c t u r e communication w i t h 

5 w e l l s i n Section 2 and 3 or any of the other West 

6 Puerto Chiquito-Mancos w e l l s ; i s t h a t c o r r e c t ? 

7 A. I would say we cannot t e l l from g e o l o g i c a l 

8 or geophysical evidence whether i t ' s i n communication 

9 or not . 

10 Q. Are you f a i r l y f a m i l i a r w i t h the f r a c t u r e d 

11 iMancos f o r m a t i o n out there? And I'm not a g e o l o g i s t , 

12 so pardon me i f my te r m i n o l o g y i s o f f , but w i t h the 

13 nature of the f r a c t u r e d s t r u c t u r e out i n t h a t area? 

14 A. In t h i s p a r t i c u l a r area, yes. 

15 Q. I s t h e r e a reasonable p o s s i b i l i t y t h a t i f , 

16 f o r example, a second w e l l were d r i l l e d i n Section 15, 

17 say i n the east h a l f somewhere, t h a t i t might p o s s i b l y 

18 tap i n t o a f r a c t u r e network t h a t extended two or three 

19 s e c t i o n s t o the north? 

20 A. That's p o s s i b l e . 

21 Q. And, s i m i l a r l y , could a w e l l perhaps be 

22 d r i l l e d i n Section 10 which could c r e a t e a f r a c t u r e 

23 communication e i t h e r to the n o r t h or to the south or 

24 both? 

25 A. That's p o s s i b l e t o o . 
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i 

1 Q. I f t h a t were so, would t h a t , i n your 

2 o p i n i o n , i n d i c a t e t h a t perhaps t h e r e was a common 

3 r e s e r v o i r i n the sense t h a t t h e r e was f r a c t u r e 

4 icommunication along there? You j u s t happened t o not 

5 h i t i t w i t h the 15 we l l ? 

6 A. Could you r e s t a t e t h a t q u e s t i o n again? ! 
i 

7 Q. I ' l l t r y . I ' l l r e s t a t e i t by p r e f a c i n g i 

8 w i t h a comment t h a t perhaps due t o the nature of the 

9 f r a c t u r e s i n t h a t area, i t i s p o s s i b l e t h a t t h e r e i s J 

10 i n f a c t f r a c t u r e communication from, say, Sections 2 ' 

11 and 3 or even f u r t h e r n o r t h i n t o the West Puerto 

12 Chiquito-Mancos t o the south, and t h a t the Mobil w e l l 

13 has not h i t t h a t f r a c t u r e system, and, t h e r e f o r e , t h a t 

14 p a r t i c u l a r w e l l doesn't show any signs of being i n 

15 'communication, but i n f a c t the p r o r a t i o n u n i t might 

16 be? 

17 A. That's p o s s i b l e . 

18 Q. Do you a n t i c i p a t e a d d i t i o n a l e x p l o r a t i o n i n 

19 t h a t area? 

20 A. At t h i s t i m e , yes. 

21 Q. I f a d d i t i o n a l e x p l o r a t i o n i n d i c a t e d t h a t 

22 there was a f r a c t u r e system extending and b r i n g i n g the 
23 West Puerto Chiquito-Mancos area, or what you're 

24 c a l l i n g the Schmitz A n t i c l i n e area i n t o communication 

25 w i t h , say, w i t h Section 15, would Mobil reconsider i t s i 
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1 t h i n k i n g as t o whether i t should be a separate pool or 

2 whether i t should become p a r t of the West Puerto 

3 ;Chiquito-Mancos Pool? 

4 A. I don't know i f I can answer t h a t q u e s t i o n 

5 at t h i s t i m e . 

6 Q. The reason I'm asking t h a t q u e s t i o n i s I'm 

7 t h i n k i n g i n terms of whether the r u l e s should be 

8 permanent or temporary. And speaking f o r myself and 

9 j u s t o f f the t o p , i t would appear t h a t perhaps 

10 temporary r u l e s might give us the time t o make t h a t 

11 d e t e r m i n a t i o n . Would you agree? 

12 A. Yes. 

13 MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

14 MR. PEARCE: I would l i k e to r e v i s i t the 

15 i s u b j e c t w i t h the w i t n e s s , i f I may, Mr. Examiner. 

16 HEARING EXAMINER: Yes, s i r . 

17 FURTHER EXAMINATION 

18 |BY MR. PEARCE: 

19 j Q. Mr. Crun c l e t o n , we've had some q u e s t i o n i n g 

20 about f r a c t u r e communication between the 15-1 w e l l and 

21 w e l l s to the n o r t h . Do you f i n d g e o l o g i c a l evidence 

22 t h a t those w e l l s are i n communication? 

23 A. We have no d i r e c t g e o l o g i c a l or geophysical 

24 evidence t h a t i t i s i n communication w i t h t h a t . 

25 MR. PEARCE: I t h i n k t h a t ' s a l l . Thank 
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1 you . 

2 HEARING EXAMINER: Mr. Pearce, can I aet 
i 

3 |Ray Jones back on the stand f o r a couple of minutes? 

4 MR. PEARCE: C e r t a i n l y . 

5 RAY JONES, 

6 the witness h e r e i n , a f t e r having been p r e v i o u s l y 

7 c a l l e d as a w i t n e s s , examination and testimony 

8 continued as f o l l o w s : 

9 FURTHER EXAMINATION 

10 BY HEARING EXAMINER: 

11 Q. Mr. Jones, your assumption t h a t the 

12 Badlands w e l l w i l l d r a i n 640 acres i s s o l e l y based at 

13 ; t h i s time on an analogy to the w e l l s t o the n o r t h ; i s 

14 t h a t c o r r e c t ? 

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

16 Q. We have no evidence at t h i s p o i n t on 

17 a c t u a l l y what t h a t w e l l w i l l d r a i n ? We don't have any 

18 p r o d u c t i o n data or other evidence? 

19 A. That i s c o r r e c t . We have analogy from 

20 w e l l s t o the n o r t h and from e v a l u a t i o n s of the f i e l d s 

21 to the n o r t h . And the i n f o r m a t i o n of the Schmitz 

22 A n t i c l i n e i s c o n s i s t e n t w i t h other i n f o r m a t i o n i n the 

23 area t h a t we have. 

24 Q. Do you f e e l t h a t the r e s e r v o i r p r o p e r t i e s 
25 are t h a t s i m i l a r between the two areas t h a t you can 
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1 make t h a t analogy? 

2 A. Yes, w i t h i n the l o c a l v a r i a t i o n s of the 

3 Mancos, I do. 

4 HEARING EXAMINER: That's a l l I have. 

5 MR. PEARCE: Nothing f u r t h e r . 

6 HEARING EXAMINER: Mr. Emmons, I b e l i e v e 

7 you want to make a statement? 

8 MR. EMMONS: Amoco Production Company has 

9 reviewed the e x h i b i t s , the a p p l i c a t i o n , and testimony 

10 presented by M o b i l , and s p e c i f i c a l l y the eng i n e e r i n g 

11 testimony. We t h i n k i t c l e a r l y supports t h a t a 

12 separate pool should be e s t a b l i s h e d . T h e r e f o r e , Amoco 

13 recommends, agrees w i t h , and supports Mobil's 

14 a p p l i c a t i o n . 

15 HEARING EXAMINER: I s th e r e a n y t h i n g 

16 f u r t h e r i n t h i s case? 

17 Case 9789 w i l l be taken under advisement. 

18 

19 

20 

21 

22 
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1 HEARING EXAMINER: C a l l the hearina back to 

2 order. At t h i s time w e ' l l c a l l Case 9789. 

3 MR. STOVALL: A p p l i c a t i o n of Mobil 

4 Producing Texas and New Mexico I n c . f o r pool c r e a t i o n 

5 and s p e c i a l pool r u l e s , o r , i n the a l t e r n a t i v e , f o r 

6 pool e x t e n s i o n , Rio A r r i b a County, New Mexico. 

7 HEARING EXAMINER: Appearances i n t h i s 

8 case? 

9 MR. PEARCE: May i t please the examiner, 

10 I'm W. Perry Pearce of the Santa Fe o f f i c e of the law 

11 f i r m of Montgomery & Andrews, P.A., appearing i n t h i s 

12 matter on behalf of Mo b i l . I have four witnesses who 

13 need t o be sworn. 

14 HEARING EXAMINER: Other appearances. 

15 MR. EMMONS: La r r y Emmons of Amoco 

16 Production Company, as an appearance. I would l i k e to 

17 make a statement at the con c l u s i o n of the case. 

18 HEARING EXAMINER: I'm s o r r y , your l a s t 

19 name, s i r ? 

20 MR. EMMONS: Emmons, E-m-m-o-n-s. 

21 HEARING EXAMINER: Other appearances. 

22 MR. KELLAHIN: Mr. Examiner, I'm Tom 

23 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 , 

24 K e l l a h i n & Aubrey. I'm appearing on behalf of Nassau 

25 Resources, I n c . , and Jerome P. McHugh & Asso c i a t e s . 
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1 HEARING EXAMINER: Any w i t n e s s e s , Mr. 

2 K e l l a h i n ? 

3 MR. KELLAHIN: No, s i r . 

4 HEARING EXAMINER: Any o t h e r appearances? 

5 Can I get t h e f o u r w i t n e s s e s t o s t a n d and 

6 be sworn i n ? 

7 (Wi t n e s s e s sworn.) 

8 MR. PEARCE: Thank you. At t h i s t i m e , I 

9 would l i k e t o c a l l Mr. Roger L i c h t y t o t h e s t a n d , 

10 p l e a s e . 

11 ROGER LICHTY, 

12 t h e w i t n e s s h e r e i n , a f t e r h a v i n a been f i r s t d u l y sworn 

13 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 : 

14 DIRECT EXAMINATION 

15 BY PEARCE: 

16 Q. Thank you, s i r . For t h e r e c o r d , would you 

17 p l e a s e s t a t e your name and p l a c e of r e s i d e n c e . 

18 A. My name i s Roger L i c h t y . My r e s i d e n c e i s 

19 Denver, C o l o r a d o . 

20 Q. Would you s p e l l your l a s t name f o r us 

21 p l e a s e , s i r . 

22 A. Yes. L - i - c - h - t - y . 

23 Q. Mr. L i c h t y , by whom are you employed? 

24 A. I'm employed by M o b i l E x p l o r a t i o n and 

25 P r o d u c i n g US, I n c . , i n t h e i r Denver o f f i c e . 
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1 Q. In what capacity? 

2 A. I'm a land a d v i s e r , landman. 

3 Q. Mr. L i c h t y , have you p r e v i o u s l y appeared 

4 before the New Mexico O i l Conservation D i v i s i o n or one 

5 of i t s hearing examiners and had your q u a l i f i c a t i o n s 

6 made a matter of record? 

7 A. No, I have n ot. 

8 Q. At t h i s time b r i e f l y would you summarize 

9 your e d u c a t i o n a l background and work experience, 

10 please. 

11 A. A l l r i g h t . I have an underqraduate degree 

12 i n En g l i s h from P r i n c e t o n U n i v e r s i t y i n 1967. I have 

13 a law degree from the U n i v e r s i t y of Colorado, 1970. I 

14 have an M.B.A. Degree from the U n i v e r s i t y of Denver, 

15 1988. I'm admitted to p r a c t i c e law i n Arizona and 

16 Colorado. I have seven years of a c t i v e p r a c t i c e of 

17 law w i t h a focus on n a t u r a l resources law, and I have 

18 11 years of experience as a senior landman, and I have 

19 a p u b l i s h i n a c r e d i t i n the n a t u r a l resources law 

20 f i e l d . 

21 Q. Mr. L i c h t y , as p a r t of your work 

22 r e s p o n s i b i l i t i e s , were you assigned the r e s p o n s i b i l i t y 

23 of the land matters r e l a t e d t o Mobil's a p p l i c a t i o n i n 

24 case 9789? 

25 A. Y e s , I was. 
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1 Q. Are you f a m i l i a r w i t h what Mobil seeks i n 

2 t h a t case? 

3 A. Y e s , l a m . 

4 MR. PEARCE: At t h i s time I would ask t h a t 

5 Mr. L i c h t y be q u a l i f i e d as experienced and an expert 

6 i n the f i e l d of petroleum land m a t t e r s . 

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

8 Q. (BY MR. PEARCE) Mr. L i c h t y , i n pursuing 

9 the job r e s p o n s i b i l i t y r e l a t i n g t o t h i s case, could 

10 you describe what you die i n i t i a l l y , please. 

11 A. We were to determine operators and working 

12 i n t e r e s t owners and r o y a l t y owners and o v e r r i d i n g 

13 r o y a l t y i n t e r e s t owners as they needed to be n o t i c e d 

14 f o r t h i s hearing r e g a r d i n g Badland H i l l s W e l l . 

15 A c c o r d i n g l y , I c o n t r a c t e d w i t h an 

16 independent landman who has approximately ten years of 

17 experience, not only i n land work but also i n t h i s 

18 s p e c i f i c area, t o work w i t h me t o develop t h a t l i s t of 

19 people f o r us to n o t i c e f o r t h i s h e a r i n g . 

20 We used petroleum i n f o r m a t i o n maps which 

21 designate ownership f o r the Section 15 acreage, and we 

22 also used a n i n e - s e c t i o n block surrounding t h a t 

23 acreage, usina the petroleum i n f o r m a t i o n maps. 

24 We also developed i n f o r m a t i o n from Dwight 

25 Well H i s t o r y as t o operators around the West Puerto 
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1 C h i q u i t o pool area, and we contacted the O i l and Gas 

2 Commission where we had concerns regardina c u r r e n t 

3 addresses. 

4 We also c o n s u l t e d a c u r r e n t d i r e c t o r y of 

5 name changes f o r mergers and a c q u i s i t i o n s i n the o i l 

6 i n d u s t r y f o r v a r i o u s companies t o make sure we had 

7 r i g h t addresses t h e r e . 

8 We a d d i t i o n a l l y sent n o t i c e s to the Bureau 

9 of Land Management, the J i c a r i l l a I n d i a n T r i b e , and 

10 any other p a r t i e s t h a t would not n e c e s s a r i l y s t r i c t l y 

11 be w i t h i n the realm of the r u l e s but to whom we f e l t 

12 had an i n t e r e s t i n t h i s h e a r i n g . 

13 I t took us about four days t o develop those 

14 names, and we forwarded them to Mr. Pearce here f o r 

15 ma i l i n g . 

16 Q. I n reaard to t h a t , i s t h a t work summarized 

17 i n what we've marked as E x h i b i t No. 1 to t h i s 

18 proceeding? 

19 A. Yes, i t i s . 

20 Q. And t h a t i s a l e t t e r from Mr. Richard Lewis 

21 to you; i s t h a t c o r r e c t ? 

22 A. Yes, i t i s . 

23 Q. I n o t i c e on the l a s t page of t h a t r e p o r t , 

24 Mr. Lewis has signed i t , and you have signed 

25 c o n c u r r i n g i n the conclusions he reached as a r e s u l t 
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1 of h i s work; i s t h a t c o r r e c t ? 

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

3 Q. Let's look very q u i c k l y at the l a s t paqe of 

4 E x h i b i t No. 1. That appears to be a map. Could you 

5 describe the areas t h a t are surrounded by co l o r e d 

6 markings, please. 

7 A. Yes. We're l o o k i n g at Township 23 North, 

8 Range 1 West, a yel l o w enclosed area being Section 15, 

9 which i s the l o c a t i o n of Badland H i l l s W e l l . 

10 Surrounding t h a t i n a pink border i s an 

11 approximate 12-section border zone or b u f f e r area t h a t 

12 we checked f o r operator ownership. And then t h e r e i s 

13 a green l i n e i n d i c a t i n g the pool o u t l i n e f o r the West 

14 Puerto C h i q u i t o Pool. 

15 MR. PEARCE: Mr. Examiner, at t h i s time I 

16 would also l i k e to submit what we have marked as 

17 E x h i b i t No. 2 to t h i s proceeding. That i s my 

18 C e r t i f i c a t e of Se r v i c e , showing s e r v i c e by mai l as 

19 r e q u i r e d by Rule 1207(4) t o the i n d i v i d u a l s described 

20 by Mr. L i c h t y d u r i n g h i s t e s t i m o n y . Notice of t h i s 

21 hearing was i n i t i a l l y sent to those p a r t i e s on 

22 September 28th of 1989. 

23 Q. At t h i s t i m e , Mr. L i c h t y , I would ask i f 

24 you have a d d i t i o n a l matters t h a t you would l i k e t o 

25 h i q h l i a h t f o r the examiner? 
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1 A. Not t h a t I'm aware o f . 

2 MR. PEARCE: I have nothina f u r t h e r of t h i s 

3 w i t n e s s , Mr. Examiner. 

4 I would ask the admission of Mobil E x h i b i t s 

5 1 and 2 to t h i s proceeding. 

6 HEARING EXAMINER: E x h i b i t s No. 1 and 2 

7 w i l l be admitted as evidence. 

8 Any questions of t h i s witness? I f n o t , he 

9 may be excused. 

10 RAY JONES, 

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

12 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 : 

13 DIRECT EXAMINATION 

14 BY MR. PEARCE: 

15 Q. At t h i s t i m e , Mr. Examiner, I would l i k e t o 

16 c a l l my next w i t n e s s , anc I would ask him f o r the 

17 record to please s t a t e h i s name and place of 

18 residence. 

19 A. My name i s Ray Jones. I res i d e i n 

20 Lakewood, Colorado. 

21 Q. Mr. Jones, by whom are you employed? 

22 A. I'm employed by the petroleum c o n s u l t i n g 

23 f i r m of J e r r y R. Bergeson & As s o c i a t e s , I n c . 

24 Q. In what c a p a c i t y are you employed by 

25 Bergeson & Associates? 
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1 A. As a senior petroleum enaineer. 

2 Q. Mr. Jones, have you p r e v i o u s l y appeared 

3 i b e f o r e the New Mexico O i l Conservation D i v i s i o n and 

4 i t s examiners and had your c r e d e n t i a l s made a matter 

5 of record? 

6 A. I h a v e n o t . 

7 Q. Would you b r i e f l y summarize f o r us, please, 

8 your e d u c a t i o n a l background and work experience. 

9 A. I have a degree, bachelor's of petroleum 

10 e n g i n e e r i n g from the Colorado School of Mines, 1979. 

11 I worked f o r Flow P a t r o l , 1979 and 1980, i n the areas 

12 of w e l l t e s t i n g and op e r a t i o n s i n the North Sea. 

13 I worked f o r Texaco North Sea UK, I n c . , i n 

14 be Aberdeen, Scotland, 1980, 81, and 1982. For 

15 Texaco, I performed r e s e r v o i r e n a i n e e r i n a , p r o d u c t i o n 

16 e n g i n e e r i n g d u t i e s . These i n c l u d e d w e l l t e s t design 

17 and a n a l y s i s f o r c u r r e n t producing w e l l s and 

18 e x p l o r a t o r y w e l l s . 

19 I worked w i t h Chorney O i l Company, 1982 

20 through 1985, as a petroleum engineer, c h i e f petroleum 

21 engineer, mainly concerned w i t h r e s e r v o i r e n g i n e e r i n g 

22 w i t h f i e l d s i n the Rocky Mountain area. 

23 And since t h a t t i m e , I've been employed by 

24 Bergeson & As s o c i a t e s , r e s e r v o i r e n g i n e e r i n g , w e l l 

25 t e s t a n a l y s i s , r e s e r v o i r s i m u l a t i o n w i t h i n the U.S. 
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1 and i n t e r n a t i o n a l . And I also teach i n the Bergeson 

2 i n d u s t r y courses of w e l l t e s t i n o , r e s e r v o i r 

3 e n g i n e e r i n g , and r e s e r v o i r s i m u l a t i o n . 

4 Q. Mr. Jones, has Beraeson & Associates been 

5 r e t a i n e d by Mobil to study the Badland H i l l s 15-1 

6 Well? 

7 A. Yes, we have. 

8 Q. And you are the employee at Bergeson who 

9 has been charged w i t h t h a t r e s p o n s i b i l i t y ; i s t h a t 

10 c o r r e c t ? 

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

12 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

13 would ask t h a t Mr. Jones be recognized as an expert i n 

14 the f i e l d of petroleum e n a i n e e r i n o . 

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

16 Q. (BY MR. PEARCE) Mr. Jones, d u r i n g the 

17 course of d r i l l i n g and completing the Badland H i l l s 

18 15-1 Well , do you know i f bottom hole pressure t e s t s 

19 were conducted on t h a t w e l l ? 

20 A. Yes. Bottom hole pressure t e s t s were 

21 conducted i n the end of October to t e s t the pressure 

22 of the Mancos A-B zones. 

23 Q. S i r , I would ask you to r e f e r t o what we've 

24 marked as Mobil E x h i b i t No. 3 i n t h i s case, and would 

25 you h i g h l i g h t f o r the examiner and those i n attendance 
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1 the r e l e v a n t f e a t u r e s on t h a t e x h i b i t ? 

2 A. On E x h i b i t 3, I have shown the pressure 

3 i n f o r m a t i o n from t h a t case, t o o l DST. I a p p l i e d the 

4 bottom hole pressure at gauge depth versus time as the 

5 elapsed time from the beginning of the t e s t . In the 

6 upper l e f t - h a n d c o r n e r , I have i n c l u d e d the 

7 annotations of "swab" and " s h u t - i n . " 

8 The w e l l would not f l o w n a t u r a l l y , and so 

9 i t was swabbed f o r a p e r i o d of approximately s i x hours 

10 f o r the flo w p e r i o d to reduce the pressure. 

11 The DST t o o l was then shut i n and l e f t shut 

12 i n f o r approximately 70 hours. 

13 The r a t h e r e r r a t i c pressure at the very 

14 beginning of the t e s t i s due to swabbing of the w e l l 

15 to reduce the pressure. 

16 The pressure ranged from approximately 

17 1,220 pounds t o a high of about 1,800 pounds and then 

18 was reduced to approximately 1,590 ps i g at the s h u t - i n 

19 of the t e s t or the s h u t - i n of the w e l l . 

20 Q. Then would you d e s c r i b e , please, the 

21 pressure performance of the w e l l once i t was shut i n . 

22 A. The pressure increases and at approximately 

23 41 hours i n t o the t e s t ; t h a t would be about 47 hours 

24 on the time s c a l e . This aauge recorded a maximum 

25 pressure of 1,824 p s i . That pressure i s constant 
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1 throughout the r e s t of the t e s t . 

2 Q. Let's l o o k , please, at what we've marked as 

3 Mobil E x h i b i t No. 4. Could you describe t h a t e x h i b i t , 

4 please. 

5 A. E x h i b i t No. 4 i s a comparison of the 

6 recorded pressure from the Badland H i l l s Well w i t h a 

7 graph of r e g i o n a l i n i t i a l pressures f o r the Mancos. 

8 The base graph i s presented before -- and t h i s 

9 p a r t i c u l a r copy came from Case 9525. 

10 I have added the pressure of 1,824 ps i g and 

11 at the gauge depth of 937 f e e t subsea to t h i s araph. 

12 I t shows t h a t the recorded pressure i s i n 

13 l i n e w i t h what we would expect as an i n i t i a l r e s e r v o i r 

14 pressure f o r the Mancos i n t h i s area. 

15 Q. Other comments on E x h i b i t No. 4? 

16 A. Not at t h i s t i m e . 

17 Q. A l l r i g h t , s i r . Let's l o o k , please, at 

18 what we've marked as E x h i b i t No. 5 to t h i s 

19 proceeding. I n o t i c e i n the bottom, l e f t - h a n d p o r t i o n 

20 of t h a t g r a p h i c a l d i s p l a y , t h e r e are a number of 

21 symbols. Could you describe those symbols and the 

22 i n f o r m a t i o n represented, please. 

23 A. Yes, s i r . The symbols represent pressure 

24 t e s t s , s p e c i f i c pressure t e s t s f o r three w e l l s . The 

25 w e l l names are noted i n the lower l e f t - h a n d corner of 
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1 the f i g u r e , Badland F l a t s , Federal No. 1, the Amoco 

2 State CC No. 1, and the Wishing Well 35-7. 

3 These p o i n t s are s h u t - i n pressure 

4 measurements taken at v a r i o u s p o i n t s i n t i m e . The 

5 pressures decrease i n time because the w e l l s were 

6 producing over t h i s time p e r i o d . 

7 Q. As I understand the c a p t i o n on t h i s 

8 e x h i b i t , those w e l l s are p a r t of what i s sometimes 

9 r e f e r r e d to as the Schmitz A n t i c l i n e ; i s t h a t c o r r e c t ? 

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

11 Q. I s t h a t the producing area i n c l o s e s t 

12 p r o x i m i t y to the Badland H i l l s Well? 

13 A. Yes, i t i s . The Schmitz A n t i c l i n e i s a 

14 term of reference I have used. I t begins at an area 

15 approximately the Amoco Schmitz A n t i c l i n e Federal No. 

16 1 We l l , continues south to the southern edge of the 

17 West Puerto Chiquito-Mancos Pool. 

18 Q. Looking at the i n f o r m a t i o n d i s p l a y e d i n the 

19 bottom, l e f t - h a n d p o r t i o n of t h i s e x h i b i t , based on 

20 the l a t e s t recorded pressures from the Schmitz 

21 A n t i c l i n e area, which occurred i n l a t e 1988, and based 

22 upon the p r o d u c t i o n since t h a t t i m e , do you have an 

23 estimate of the pressure you would expect t o be 

24 recorded i n the Schmitz A n t i c l i n e at t h i s time? 

25 A. Yes. I would expect the pressure f o r t h i s 
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1 group of w e l l s shown t o be approximately 1,000 p s i or 

2 less . 

3 Q. I n the upper r i g h t - h a n d p o r t i o n of t h i s 

4 e x h i b i t , there i s a data p o i n t marked "Mobil Badland 

5 H i l l s 15-1." What does t h a t p o i n t represent? 

6 A. That i s the pressure shown on the previous 

7 f i g u r e f o r the Mobil Badland H i l l s 15-1 W e l l . An 

8 adjustment has been made to c o r r e c t the pressure from 

9 gauge depth to a depth of 750 f e e t subsea. 

10 Q. Based upon your study end the i n f o r m a t i o n 

11 you have reviewed, as I understand i t , i t ' s your 

12 o p i n i o n t h a t i n l a t e 1989 when the Badland H i l l s Well 

13 was pressure t e s t e d , there was between an 800- and 

14 900-pound pressure d i f f e r e n c e between the Schmitz 

15 A n t i c l i n e w e l l s and the Mobil w e l l ; i s t h a t c o r r e c t ? 

16 A. That i s c o r r e c t . That would i n d i c a t e t h a t 

17 the Mobil Badland H i l l s 15-1 i s not i n communication 

18 w i t h the w e l l s t h a t have been termed Schmitz A n t i c l i n e 

19 w e l l s . 

20 Q. Let's move on to some f u r t h e r study t h a t 

21 you d i d , and I'd ask you to r e f e r to E x h i b i t No. 6 to 

22 t h i s proceeding and describe the i n f o r m a t i o n r e f l e c t e d 

23 on t h a t e x h i b i t , please. 

24 A. E x h i b i t No. 6 i s a w e l l l i s t of those w e l l s 

25 t h a t were i n c l u d e d i n what I term the "Schmitz 
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1 A n t i c l i n e area," and i t i s the l i s t of w e l l s f o r which 

2 I had p r o d u c t i o n i n f o r m a t i o n . 

3 Q. A l l r i g h t , s i r . Let's look at what we've 

4 marked as E x h i b i t No. 7, and you mentioned t h a t you 

5 had p r o d u c t i o n i n f o r m a t i o n from the f i v e w e l l s shown 

6 on E x h i b i t No. 6. How was t h a t i n f o r m a t i o n u t i l i z e d 

7 i n E x h i b i t 7? 

8 A. E x h i b i t No. 7 i s a p l o t of the t o t a l 

9 p r o d u c t i o n from those w e l l s . I t i s a p l o t of o i l 

10 p r o d u c t i o n i n b a r r e l s per calendar day. Water r a t e 

11 and oas flow r a t i o i s also i n c l u d e d . The o i l 

12 p r o d u c t i o n i s the s o l i d diamond symbol and i s a curve 

13 i n the top cy c l e of the graph. 

14 I have shown on here a dashed l i n e as an 

15 e x t r a p o l a t i o n of expected f u t u r e performance from t h i s 

16 group of w e l l s , and t h a t i s annotated w i t h a value of 

17 32 percent. The l i n e drawn i n i s approximately 32 

18 percent per year e f f e c t i v e d e c l i n e . 

19 Q. Based upon the a n a l y s i s of p r o d u c t i o n from 

20 those Schmitz A n t i c l i n e w e l l s and the d e c l i n e which 

21 you have e x t r a p o l a t e d , have you made an estimate of 

22 the expected u l t i m a t e recovery from the Schmitz 

23 A n t i c l i n e w e l l ? 

24 A. Yes, I have. With the cumulative 

25 p r o d u c t i o n and expected d e c l i n e , the estimated 
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1 u l t i m a t e recovery f o r the f i v e w e l l s i s 558,000 

2 b a r r e l s of o i l . 

3 Q. That i s up to the p o i n t of --

4 A. The economic l i m i t . 

5 Q. How have you u t i l i z e d t h a t 558 , 0 0 0 - b a r r e l 

6 number, please. I'm r e f e r r i n g t o E x h i b i t No. 8. 

7 A. On E x h i b i t No. 8, I have estimated a e r i a l 

8 extent or a e r i a l drainage areas, i f you l i k e , f o r 

9 these f i v e w e l l s . I have used the 558 , 000-barre1 

10 estimated u l t i m a t e recovery, and I have used recovery 

11 f a c t o r s from two f i e l d s i n the area. 

12 The recovery f a c t o r s are on the second 

13 e n t r y l a b e l e d , "Ranae of Estimated U l t i m a t e Recoveries 

14 Per Acre," 199 to 161 b a r r e l s per acre. 

15 Q. Based upon your study of va r i o u s f r a c t u r e d 

16 Mancos r e s e r v o i r s , do you b e l i e v e t h a t a range of 161 

17 t o 199 b a r r e l s per acre i s a reasonable e x p e c t a t i o n of 

18 p r o d u c t i o n from the f r a c t u r e d Mancos f o r m a t i o n 

19 u n d e r l y i n g the Badland H i l l s w e l l ? 

20 A. Yes, I do. These numbers were from the two 

21 f i e l d s nearest t o the n o r t h . 

22 Q. A l l r i g h t , s i r , I apologize f o r 

23 i n t e r r u p t i n g . Please go to the next step i n your | 

24 a n a l y s i s . 

25 A. With the estimated ultimate recovery and an \ 
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1 estimate of recovery per acre, I have estimated the 

2 a e r i a l extent t h a t the f i v e w e l l s are d r a i n i n g . This 

3 ranges from 2,800 to 3,500 acres, and I have converted 

4 t h a t to s e c t i o n s . And t h a t ranges from approximately 

5 4.4 to 5.4 se c t i o n s f o r t h i s group of w e l l s . 

6 Q. Based upon t h a t a n a l y s i s , do you have an 

7 o p i n i o n upon the a p p r o p r i a t e spacing and drainage area 

8 of w e l l s such as the Badland H i l l s 15-1? 

9 A. Yes, I do. I have concluded t h a t , from 

10 t h i s i n f o r m a t i o n , 640 acres i s a reasonable spacina 

11 u n i t f o r these w e l l s and f o r the Badland H i l l s 15-1. 

12 Q. At t h i s time I would ask you to r e f e r to 

13 what we've marked as E x h i b i t No. 9. I would ask you 

14 to describe f o r the examiner the i n f o r m a t i o n 

15 r e f l e c t e d . 

16 A. I made some economic c a l c u l a t i o n s f o r 

17 comparisons of 640-acre spacing versus 320-acre 

18 spacing. I n order to do t h a t , I needed p r o j e c t i o n s of 

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

20 There are two curves shown on t h i s f i g u r e . 

21 The one t h a t ' s annotated 32 per c e n t , t h a t would be the 

22 expected p r o d u c t i o n p r o f i l e f o r a t y p i c a l w e l l based 

23 upon the i n f o r m a t i o n t h a t we've j u s t reviewed. 

24 The second l i n e , the s o l i d l i n e , t h a t would 

25 be f o r a case of two w e l l s on the s e c t i o n . As I 

CUMBRE COURT REPORTING 
(505) 984-2244 



20 

1 expect the w e l l to d r a i n approximately 640 acres, I 

2 would not a n t i c i p a t e t h a t a second w e l l would add any 

3 reserves. 

4 A second w e l l may increase i n i t i a l 

5 p r o d u c t i o n , t e m p o r a r i l y . And so I have used an 

6 i n i t i a l r a t e t h a t ' s t w i c e t h a t of the s i n g l e w e l l case 

7 f o r the 320-acre spacing. However, t h a t case would 

8 have a steeper d e c l i n e . And I have c a l c u l a t e d t h a t 

9 d e c l i n e at the same reserves t o be 53 percent per 

10 year. 

11 Q. How have you u t i l i z e d those two 

12 c a l c u l a t i o n s of d e c l i n e r a t e s i n your a n a l y s i s ? 

13 A. I used these two d e c l i n e r a t e s , the i n i t i a l 

14 r a t e s , w i t h t y p i c a l economic parameters to estimate 

15 the recovery f o r a 640-acre case and 32-acre case. 

16 Q. Let's l o o k , please, at E x h i b i t No. 10. I 

17 would ask you i f t h a t e x h i b i t r e f l e c t s the r e s u l t of 

18 the a n a l y s i s you've j u s t described? 

19 A. Yes , i t does . 

20 Q. What i n f o r m a t i o n i s r e f l e c t e d on the f i r s t 

21 page of E x h i b i t 10, please. 

22 A. That i s a p l o t of discounted cash fl o w i n 

23 thousands of d o l l a r s w i t h discount f a c t o r i n percent. 

24 I have shown the r e s u l t s f o r the 640-acre 

25 economic case as a s o l i d l i n e . That's the l i n e at the 
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1 top of the s t i p p l e d band. 

2 I have shown the r e s u l t s f o r the 320-acre 

3 case w i t h a dashed l i n e , which i s at the base of t h a t 

4 s t i p p l e d band. 

5 The s t i p p l e d band represents the economic 

6 loss from d r i l l i n g the second w e l l on the s e c t i o n . 

7 Q. Is i t your o p i n i o n t h a t based upon the 

8 p r o d u c t i o n h i s t o r y of w e l l s i n the f r a c t u r e d Mancos 

9 r e s e r v o i r t h a t the d r i l l i n g of a second w e l l to 

10 accomplish 320-acre spacing would cause the d r i l l i n g 

11 of unnecessary w e l l s and t h e r e f o r e cause waste? 

12 A. Yes, s i r , i t i s . 

13 Q. I n o t i c e t h a t attached behind the i n i t i a l 

14 page of E x h i b i t 10 are two date paces. What's 

15 r e f l e c t e d on those sheets, please. 

16 A. The two data pages are the economic 

17 c a l c u l a t i o n s f o r the one-well and the two-well cases, 

18 or 640-acre and 320-acre cases. 

19 Q. And those pages set f o r t h the parameters 

20 u t i l i z e d i n your economic c a l c u l a t i o n ; i s t h a t r i g h t ? 

21 A. That's c o r r e c t , they do. 

22 Q. Mr. Jones, I would ask you i f you have 

23 reached a concl u s i o n on the basis of your a n a l y s i s of 

24 whether the Badland H i l l s 15-1 Well i s i n a petroleum 

25 r e s e r v o i r separate from other producing r e s e r v o i r s i n 
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1 the area? 

2 A. I t i s my o p i n i o n t h a t the Badland H i l l s 

3 15-1 i s separate from other w e l l s i n the area. 

4 Q. And based upon your study, have you reached 

5 a con c l u s i o n of the a p p r o p r i a t e spacing f o r w e l l s at 

6 l e a s t f o r the Badland H i l l s Well? 

7 A . I have concluded t h a t 640-acres would be 

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

9 Q. You have s t a t e d your conclusion t h a t 

10 spacing w i t h g r e a t e r d e n s i t y such as 320-acre spacing 

11 would cause the d r i l l i n g of unnecessary w e l l s ; i s t h a t 

12 c o r r e c t ? 

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

14 Q. Do you have anything f u r t h e r to h i g h l i g h t 

15 f o r the examiner at t h i s time? 

16 A. No, I do not. 

17 MR. PEARCE: I have no t h i n g f u r t h e r of t h i s 

18 w i t n e s s , Mr. Examiner. 

19 I would ask the admission of Mobil E x h i b i t s 

20 3 through 10, and I would pass the witness f o r 

21 quest ion i n g . 

22 HEARING EXAMINER: E x h i b i t s 3 through 10 

23 w i l l be admitted as evidence. 

24 Questions of t h i s witness? Mr. K e l l a h i n ? 

25 CROSS-EXAMINATION 
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1 BY MR. KELLAHIN: 

2 Q. Mr. Jones, perhaps by way of r e f e r e n c e , we 

3 might use the p l a t t h a t was attached t o the 

4 i n f o r m a t i o n t h a t i d e n t i f i e d the va r i o u s p a r t i c i p a n t s . 

5 A. Okay. I h a v e i t . 

6 Q. My c l i e n t i s Mr. McHugh. His o p e r a t i o n s i n 

7 t h i s area i n c l u d e the Nassau Resources Laguna Colorado 

8 No. 2 Well? 

9 A. Yes , s i r . 

10 Q. Which i s i n Section 2. When I look at the 

11 area o u t l i n e d i n pink on t h i s page 5 of E x h i b i t No. 1, 

12 we have the Mobil 15-1 w e l l i n Section 15 t h a t ' s i n 

13 the f r a c t u r e d Mancos. In Section 2, we have the 

14 Nassau Resources Laguna Colorado No. 2 Well i n the 

15 f r a c t u r e d Mancos. 

16 Are there any other w e l l s c u r r e n t l y 

17 completed i n t h i s i n t e r v a l w i t h i n the area i d e n t i f i e d 

18 by the pink o u t l i n e ? 

19 A. There i s an Amoco w e l l i n Section 3, 

20 Badland F l a t s Federal No. 1. I t ' s l o c a t e d i n the 

21 northwest q u a r t e r of Section 3. 

22 Q. When I look at your E x h i b i t No. 6, the 

23 Laguna Colorado and then the Amoco Badlands F l a t s 

24 Federal No. 1 and three other w e l l s were i n c l u d e d i n 

25 your a n a l y s i s of p r o d u c t i o n p l o t s f o r the Schmitz 
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1 A n t i c l i n e area? 

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

3 Q. E x h i b i t No. 5 was a pressure p l o t versus 

4 time on the Schmitz A n t i c l i n e w e l l s , but I don't f i n d 

5 the w e l l s p l o t t e d t o in c l u d e the Laguna Colorado No. 2 

6 Well. 

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

8 0. Did I miss something? 

9 A. No. The Laguna Colorado 2-6 i s not 

10 i n c l u d e d . As I r e c a l l , the pressures f o r the Laguna 

11 Colorado were less than some of the other w e l l s i n 

12 t h i s general area. 

13 The recorded pressures I b e l i e v e were on 

14 the order of 1,000 pounds or l e s s , and at l e a s t two of 

15 the pressures t h a t were r e p o r t e d f o r the Laguna 

16 Colorado w e l l would be o f f the scale of t h i s p l o t . 

17 They would show an even l a r g e r s e p a r a t i o n w i t h the 

18 Mobil Badland H i l l s 15-1, a l a r g e r pressure 

19 s e p a r a t i o n . 

20 Q. In making your study, d i d you review the 

21 case f i l e and the commission order i n Case 9451, which 

22 was Order R-6469-G, by which the D i v i s i o n extended the 

23 West Puerto Chiquito-Mancos Pool and picked up the 

24 McHugh acreage i n Section 2? 

25 A. I'm f a m i l i a r w i t h i t . 
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I 1 Q. Did you look at the t e c h n i c a l p r e s e n t a t i o n 

2 and the testimony i n t h a t case? 

3 A. I had reviewed t h a t b e f o r e , yes. 

4 Q. What's your recommendation about where t o 

5 put Section 2? Do we leave i t i n the pool to the 

6 n o r t h , which i s the West Pu e r t o - C h i q u i t o Mancos Pool, 

7 or are we going t o put t h a t w e l l i n the Mobil proposed 

8 pool today? 

9 MR. PEARCE: For c l a r i f i c a t i o n , the pink 

10 o u t l i n e on the e x h i b i t d e a l t only w i t h the n o t i c e 

11 q u e s t i o n . The pool being proposed i s the ye l l o w 

12 o u t l i n e , a Section 15 pool o n l y . 

13 MR. KELLAHIN: I'm s o r r y . I've been 

14 confused by a l l the p r e t t y c o l o r s . Okay. 

15 Q. The advertisement t a l k s about c r e a t i n g then 

16 Section 15 as i t s own p o o l , and t h a t ' s what we're 

17 t a l k i n g about here? 

18 MR. PEARCE: Yes. 

19 THE WITNESS: Yes. 

20 Q. (BY MR. KELLAHIN) I n the a l t e r n a t i v e , i t 

21 t a l k s about extending the West P u e r t o - C h i q u i t o Mancos 

22 Pool to i n c l u d e Sections 3, 10, and 15. That's not 

23 something you want to do? 

24 MR. PEARCE: That a l t e r n a t i v e has now been 

25 dropped based on the w e l l t e s t data t h a t ' s been 

i 
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1 presented, yes. 

2 Q. (BY MR. KELLAHIN) Based upon your 

3 a n a l y s i s , Mr. Jones, can you determine whether you see 

4 pressure i n f o r m a t i o n t h a t makes the McHugh Laguna 

5 Colorado No. 2 more t y p i c a l of w e l l s t h a t ought t o be 

6 inc l u d e d w i t h i n the area t h a t you propose f o r the pool 

7 t o be created f o r Section 15? 

8 A. I d i d not study the Laguna Colorado w e l l i n 

9 Section 2 s p e c i f i c a l l y to see -- s p e c i f i c a l l y f o r t h a t 

10 w e l l . Based upon the pressure i n f o r m a t i o n , the w e l l 

11 i n Section 2 i s i n the r e s e r v o i r t h a t i s separate from 

12 the w e l l i n Section 15 and should not be i n c l u d e d w i t h 

13 the w e l l i n Section 15. 

14 Q. When we look at the Amoco w e l l i n Section 

15 3, was i t ? 

16 A. Yes. 

17 Q. That Badlands F l a t s Federal No. 1 i n 

18 Section 3, my understanding of the e x i s t i n g West 

19 P u e r t o - C h i q u i t o Mancos Pool i s t h a t Section 3 would be 

20 i n c l u d e d i n t h a t p o o l . Do you know? 

21 A. I do not know s p e c i f i c a l l y . I should defer 

22 t h a t to Perry. 

23 MR. KELLAHIN: Let me withdraw the question 

24 and s t a t e i t t h i s way. 

25 Q. When we look at the Amoco w e l l i n Section 
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i 1 3, i s t h a t p a r t of the same r e s e r v o i r w i t h the McHugh 

2 w e l l i n 2, or i s the Amoco w e l l i n 3 going t o be p a r t 

3 of the pool i n Section 15, or can you t e l l ? 

4 A. The Amoco w e l l i s not p a r t of the pool f o r 

5 Section 15. That I can t e l l . 

6 Q. Have you st u d i e d s u f f i c i e n t l y the 

7 engine e r i n g i n f o r m a t i o n t o draw any conclusions about 

8 whether the Amoco w e l l i n 3 ought to be p a r t of the 

9 Section 2 Nassau Colorado Laguna Well? 

10 A. I have not s t u d i e d t h a t . That was not a 

11 requirement f o r t h i s a n a l y s i s . 

12 Q. I understand. I'm j u s t t r y i n o t o see where 

13 we're going t o go w i t h your p o o l . One of the 

14 d i f f i c u l t i e s when we have two po o l s , even though 

15 they ' r e on the same spacing, i s at some p o i n t t h e r e 

16 may be a need t o draw a d i s t i n c t i o n . 

17 A. I understand. 

18 Q. I'm t r y i n g t o decide how we set t h i s up. 

19 Your comparison of the Schmitz A n t i c l i n e 

20 area i n c l u d e s what geographic area on page 5 so t h a t I 

21 understand how you have separated out the 15-1 w e l l 

22 from the Schmitz A n t i c l i n e area? 

23 A. The Schmitz A n t i c l i n e area, as I s a i d , was 

24 a term of convenience. I i n c l u d e d the w e l l 

25 i n f o r m a t i o n , the w e l l s -- I had Amoco's w e l l i n 25, 

4 
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1 26; the Nassau Resources w e l l i n 35. We have the 

2 Laguna Colorado w e l l i n Section 2, and the Amoco w e l l 

3 i n Section 3. 

4 I picked these w e l l s because they were 

5 close producers t o the w e l l i n Section 15. In f a c t , 

6 the w e l l s i n Section 2 and Section 3 are, as f a r as I 

7 know, the c l o s e s t Mancos producers t o the new w e l l i n 

8 Section 15 . 

9 Q. Based upon a comparison of pressure 

10 i n f o r m a t i o n from f o u r of those Schmitz area w e l l s w i t h 

11 the pressure from the 15-1 w e l l , do you see a 

12 d i f f e r e n t i a l of about 900 pounds? 

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

14 Q. Adjusted t o the same database and the same 

15 p o i n t i n time? 

16 A. Yes, approximately 800 to 900 pounds. 

17 Q. Is th e r e any other data t h a t supports your 

18 c o n c l u s i o n about the s e p a r a t i o n of Section 15 from 

19 those Schmitz A n t i c l i n e area w e l l s ? 

20 A. Any other e n g i n e e r i n g i n f o r m a t i o n ? 

21 Q. Sure. The pressure i s o b v i o u s l y an 

22 important d i f f e r e n t i a l . Did you look and f i n d any 

23 other d i s t i n c t i o n s ? 

24 A. Not ou t s i d e of the pressure. The i n i t i a l 

25 pressure does, however, match w i t h the r e g i o n a l 
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1 i n i t i a l pressures f o r f i e l d s and would be the pressure 

2 t h a t we would expect f o r t h i s area as an i n i t i a l 

3 pressure and one f o r a f i e l d or area t h a t was not yet 

4 d r a i n e d . 

5 Q. Have you s a t i s f i e d y o u r s e l f t h a t t h e r e has 

6 been a s u f f i c i e n t long enough p e r i o d of time f o r 

7 p r o d u c t i o n out of the Schmitz A n t i c l i n e t h a t i f the 

8 Schmitz A n t i c l i n e was communicating w i t h Section 15, 

9 you would have seen pressure d e p l e t i o n i n your 

10 section? 

11 A. I have. 

12 Q. How long a p e r i o d of time was t h a t ? 

13 A. The communication between, f o r example, 

14 Amoco State CC No. 1 i n Section 26 and the Wishing 

15 Well 35-7 i n Section 35, w i t h o u t r e v i e w i n g notes, I 

16 w i l l say t h a t i s on the order of one day or l e s s . So 

17 i f the w e l l -- i f t h i s area was i n pressure 

18 communication, we would have observed a pressure 

19 s i m i l a r to those f o r the Schmitz A n t i c l i n e w e l l area. 

20 Q. When you look at the Schmitz A n t i c l i n e area 

21 i n terms of pressure a n a l y s i s , can you conclude as a 

22 r e s e r v o i r engineer t h a t those w e l l s are i n f a c t i n the 

23 same common source of supply? 

24 A. I don't t h i n k t h e r e ' s any que s t i o n about 

25 the State CC No. 1 and the Wishing W e l l . I have not 

I 
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1 evaluated the other w e l l s t o a c c u r a t e l y determine the 

2 degree of communication. 

3 Q. Let's see i f I understand your u l t i m a t e 

4 conc l u s i o n t h a t the pressure i n 15 t h a t you've 

5 experienced i n your 15-1 w e l l i s s i g n i f i c a n t l y 

6 d i f f e r e n t from the pressure t h a t you see i n the Amoco 

7 w e l l i n 3, and t h a t there has been a s u f f i c i e n t enough 

8 p e r i o d of time elapsed d u r i n g which the Amoco w e l l i n 

9 3 has been produced, t h a t had t h e r e been communication 

10 between the two s e c t i o n s , you would have seen pressure 

11 d e p l e t i o n i n 15? 

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

13 Q. And absence t h a t pressure d e p l e t i o n and 

14 showing 900 pounds pressure d i f f e r e n t i a l , you don't 

15 need t o look any f u r t h e r , do you, t o e s t a b l i s h 

16 s e p a r a t i o n between Section 3 and 15? 

17 A. No. 

18 MR. KELLAHIN: Thank you. Nothing e l s e . 

19 HEARING EXAMINER: Any other questions of 

20 t h i s witness? 

21 CROSS-EXAMINATION 

22 BY HEARING EXAMINER: 

23 Q. Mr. Jones, besides the eng i n e e r i n g 

24 evidence, do you have ge o l o g i c evidence which might 

25 show separation? 
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1 MR. PEARCE: I f I may, Mr. Examiner, my 

2 next witness i s a g e o l o g i s t . 

3 Q. (BY HEARING EXAMINER) Mr. Jones, where are 

4 the other Mancos pools i n r e l a t i o n t o Section 15? 

5 A. I f we r e f e r back to page 5 of 5, E x h i b i t 

6 No. 1, the green l i n e would be the southern boundary 

7 of the West Puerto Chiquito-Mancos Pool. 

8 There i s a s m a l l , one-well pool i n Section 

9 36. That would be Range 1 East, Township 24 North, I 

10 b e l i e v e , c a l l e d the Regina Gallup? I s t h a t the 

11 c o r r e c t p r o n u n c i a t i o n ? 

12 MR. PEARCE: Yes. 

13 THE WITNESS: Then t h e r e ' s the Gavilan 

14 Mancos Pool which would be t o the n o r t h and the west 

15 of t h i s area. 

16 Q. (BY HEARING EXAMINER) Are the West Puerto 

17 C h i q u i t o and the Gavilan Mancos -- those are spaced on 

18 640; i s t h a t c o r r e c t ? 

19 A. Yes. 

20 Q. Mr. Jones, the a p p l i c a t i o n requests a 

21 s p e c i a l depth bracket a l l o w a b l e . Can you e l a b o r a t e on 

22 t h a t ? 

23 Do you have another w i t n e s s , Mr. Pearce. 

24 MR. PEARCE: Another witness w i l l address 

25 t h a t . 

! 
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1 Q. (BY HEARING EXAMINER) Mr. Jones, i f you 

2 indeed d i d have communication from the w e l l i n Section 

3 15 w i t h the other w e l l s i n Section 2, what ki n d of 

4 pressure might you expect at t h i s p o i n t i n t h a t w e l l ? 

5 A. I would expect a pressure t h a t would be 

6 very s i m i l a r to the pressure observed f o r these other 

7 w e l l s . 

8 Q. I t would have drawn down t h a t much? 

9 A. Ye s, s i r . 

10 Q. Being as f a r away as i t was? 

11 A. Yes. We have observed i n the Gavilan 

12 f i e l d , where i t ' s g e n e r a l l y accepted, t h a t w i t h i n the 

13 c o n f i n e s of the Gavilan f i e l d , the w e l l s are i n 

14 pressure communication. And as new w e l l s were brought 

15 on, they were, say, w i t h i n a range of about 100 pounds 

16 to other w e l l s i n the area. And so I would expect 

17 s i m i l a r pressure measurements or pressure o b s e r v a t i o n s 

18 i f t h i s w e l l was i n communication w i t h the area to the 

19 n o r t h . 

20 HEARING EXAMINER: I have no f u r t h e r 

21 questions of the w i t n e s s . He may be excused. 

22 LARRY CRUNCLETON, 

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

24 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 : 

25 DIRECT EXAMINATION 
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1 BY MR. PEARCE: 

2 0. At t h i s t i m e , Mr. Examiner, I would l i k e t o 

3 c a l l my ne xt w i t n e s s , and I would ask him f o r the 

4 record t o please s t a t e h i s name and place of 

5 residence . 

6 A. My name i s L a r r y C r u n c l e t o n , and I r e s i d e 

7 i n B a i l e y , Colorado. 

8 Q. Mr. C r u n c l e t o n , would you please s p e l l your 

9 l a s t name f o r the examiner;. 

10 A. Last name i s C-r-u-n - c - l - e - t - o - n . 

11 Q. Mr. C r u n c l e t o n , by whom are you employed? 

12 A . I'm employed by Mobil E x p l o r a t i o n and 

13 Producing U.S. i n the Denver D i v i s i o n . 

14 Q • In what c a p a c i t y are you employed? 

15 A. I am a s t a f f o e o p h y s i c i s t i n charge of the 

16 of the Rocky Mountain D i s t r i c t . 

17 Q. Mr. C r u n c l e t o n , have you appeared before 

18 the examiner or one of the examiners and had your 

19 c r e d e n t i a l s made a matter of record before? 

20 A. No, I haven't. 

21 Q. At t h i s time would you b r i e f l y summarize 

22 your e d u c a t i o n a l background and work experience, 

23 please . 

24 A. Yes. I graduated from the U n i v e r s i t y of 

25 Texas at El Paso w i t h a Bachelor of Science Degree i n 
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1 Geophysics. That was i n December of 1980. Upon 

2 g r a d u a t i o n , I s t a r t e d w i t h Mobil at the beainning of 

3 1981. I've since worked w i t h them i n e x p l o r a t i o n and 

4 p r o d u c t i o n throughout t h a t t ime. 

5 Q. Has the m a j o r i t y of t h a t time or perhaps 

6 a l l of t h a t time been i n the Denver o f f i c e ? 

7 A. With the exception of the f i r s t year, which 

8 was a t r a i n i n g proa ram, which they have i n the Dal l a s 

9 program; upon completion of t h a t , I moved t o the 

10 Denver D i v i s i o n . 

11 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

12 would ask t h a t Mr. Cruncleton's q u a l i f i c a t i o n s be 

13 accepted and made a matter of re c o r d , and t h a t he be 

14 q u a l i f i e d as an expert i n the f i e l d of petroleum 

15 geology. 

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

17 Q. (BY MR. PEARCE) Mr. Crun c l e t o n , as p a r t of 

18 your work r e s p o n s i b i l i t i e s , were you asked t o do a 

19 g e o l o g i c a l study of the area surrounding the Badlands 

20 H i l l 15-1 Well? 

21 A. Yes, I was. I was o r i g i n a l l y assigned t o 

22 look at the w e l l s i n the area and to i n t e g r a t e the 

23 w e l l data w i t h seismic, which we have r e c e n t l y 

24 acquired w i t h i n the area. 

25 Q. Let me i n t e r r u p t f o r j u s t a second. Based 
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1 on the review of the w e l l data which was a v a i l a b l e and 

2 the geophysical data which has been developed, have 

3 you prepared a s t r u c t u r e map of the Gallup? 

4 A. Yes, I have. 

5 Q. Is t h a t r e f l e c t e d as Mobil E x h i b i t No. 11 

6 to t h i s proceeding? 

7 A. Yes, i t i s . 

8 Q. I'd ask you t o look at t h a t e x h i b i t , 

9 please, and p o i n t out the items which you would l i k e 

10 to h i g h l i q h t f o r the examiner. 

11 A. Okay. This i s a s t r u c t u r e map c o n s t r u c t e d 

12 on the top of the Gallup zone. The map i s a scale of 

13 1 to 4,000. The contour i n t e r v a l i s 50 f e e t . The 

14 broad, dashed l i n e on t h a t map i s the boundary of the 

15 West Puerto C h i q u i t o Pool. 

16 The dashed l i n e s w i t h the X's through them, 

17 t h a t represents where our seismic c o n t r o l i s t h a t we 

18 have acquired i n t h i s area. 

19 In the southwest corner, I have h i a h l i g h t e d 

20 the Badland H i l l s No. 15-1 Well. I t has a box around 

21 i t . 

22 Q. I n o t i c e t h e r e are also a couple of s o l i d 

23 l i n e s on the e x h i b i t , some of which have g r a p h i c a l 

24 symbols on one side or the o t h e r . What do those l i n e s 

25 represent? 
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1 A. Rig h t . Those represent f a u l t s which have 

2 been d i s t i n g u i s h e d , using our seismic. As you n o t i c e , 

3 s e v e r a l of the f a u l t s represent s e v e r a l d i f f e r e n t 

4 s t y l e s of f a u l t i n g and i n se v e r a l d i f f e r e n t 

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

6 Q. Very b r i e f l y , summarize what you mean by 

7 d i f f e r e n t s t y l e s of f a u l t i n q and how they'r e 

8 represented, please. 

9 A. E s s e n t i a l l y , what t h a t represents i s 

10 r e l a t i v e motion of throws across these f a u l t s and type 

11 of f a u l t i n g s , whether i t be normal f a u l t i n g , l i s t r i c k 

12 f a u l t s . 

13 I n a d d i t i o n t o t h a t , I've marked on here i n 

14 red a l i n e of c r o s s - s e c t i o n connecting f o u r w e l l s , 

15 i n c l u d i n g the Badland H i l l s and two w e l l s w i t h i n the 

16 Schmitz A n t i c l i n e area and another w e l l t o the n o r t h . 

17 Q. Let's t u r n now to what we've marked as 

18 E x h i b i t No. 12. While you're d i s c u s s i n o t h a t 

19 c r o s s - s e c t i o n , could you describe t h a t f o r the 

20 examiner, please. 

21 A. E x h i b i t 12 i s a s t r u c t u r a l c r o s s - s e c t i o n . 

22 What I've used i n t h i s c r o s s - s e c t i o n i s the dual 

23 i n d u c t i o n logs f o r the w e l l s l i s t e d along t h a t l i n e . 

24 This c r o s s - s e c t i o n was hung on a s t r u c t u r a l datum of 

25 500 f e e t . 
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And what t h i s c r o s s - s e c t i o n e s s e n t i a l l y 

shows, i t represents the s t r u c t u r a l r e l a t i o n s h i p of 

these w e l l s w i t h each o t h e r . And I've drawn i n here 

the f a u l t s which we have d e l i n e a t e d on seismic. 

I've shown across t h i s s e c t i o n the r e l a t i v e 

throws which we see, v e r t i c a l throws t h a t we see along 

t h i s s e c t i o n here, d e l i n e a t i n g some of the s e p a r a t i o n 

of these w e l l s w i t h each other of the f a u l t s . 

0. You have reviewed the w e l l data which has 

been a v a i l a b l e ; i s t h a t c o r r e c t ? 

A. Yes , s i r . 

Q. And the seismic data t h a t you have 

des c r i b e d ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. Have you formed a broad o p i n i o n on the 

geology and s t r u c t u r e of the Gallup f o r m a t i o n i n t h i s 

area? 

A . Yes , I have . 

Q. What i s t h a t o p i n i o n , please. 

A. One of the f i r s t t h i n g s t h a t s t r u c k me i n 

doing t h i s study was the co m p l e x i t y . Using the 

seismic, i t was obvious t h a t the s t r u c t u r e was much 

more complex than what could be d e r i v e d j u s t using 

w e l l c o n t r o l w i t h i n the area. 

Mainly, i n a d d i t i o n t o t h a t , the seismic i s 

CUMBRE COURT REPORTING 
(505) 984-2244 



38 

1 used t o d e l i n e a t e these f a u l t s which we see, which we 

2 probably would not be able to put i n s o l e l y using j u s t 

3 w e l l c o n t r o l . 

4 Q. You have d e f i n e d t h i s as a h i g h l y complex 

5 area. When a previous witness was on the stand, t h e r e 

6 was some q u e s t i o n i n g about whether or not t h e r e was 

7 g e o l o g i c evidence of s e p a r a t i o n . 

8 I would ask you to r e f e r to what we've 

9 marked as E x h i b i t No. 11. Based upon the data t h a t i s 

10 a v a i l a b l e to us today, are you able t o conclude t h a t 

11 there i s s t r u c t u r a l s e p a r a t i o n between the Badland 

12 H i l l s Well and the Schmitz A n t i c l i n e Well which would 

13 account f o r the pressure d i f f e r e n t i a l s we've seen? 

14 A. S t r i c t l y o f f of a s t r u c t u r a l p o i n t of view, 

15 i t does not show any reason f o r s e p a r a t i o n between the 

16 two such as closed h i g h s , but what i s evident i s the 

17 m u l t i d i r e c t i o n s of these f a u l t s t h a t we see i n the 

18 area. 

19 The f a u l t s i n the Schmitz A n t i c l i n e area, 

20 p a r t i c u l a r l y the Wishing W e l l , appears t o be 

21 associated w i t h the f r a c t u r e zone. In a s s o c i a t i n g 

22 w i t h the f a u l t we see up t h e r e , i n the Badland H i l l s , 

23 appears t o have penetr a t e d a d i f f e r e n t f a u l t i n i t s 

24 associated f r a c t u r e zone down t h e r e . 

25 Q. And l o o k i n g at t h i s e x h i b i t , i t appears 
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1 t h a t j u s t south of the Badland H i l l s w e l l s and the 

2 v i c i n i t y of the w e l l you j u s t addressed t o the n o r t h , 

3 and I've f o r g o t t e n the name --

4 A. The Wishing W e l l . 

5 Q. -- the Wishing W e l l , th e r e doesn't appear 

6 to be seismic data between those two p o i n t s ? 

7 A. No. We do not have the c o n t r o l to a c t u a l l y 

8 d e f i n e whether we have more f a u l t s i n t h a t area or 

9 not. 

10 Q. Based upon your study of the area and the 

11 data t h a t i s a v a i l a b l e to you, r e f e r r i n g back t o 

12 E x h i b i t s 11 and 12, do you have other items of 

13 i n f o r m a t i o n which you b e l i e v e might be h e l p f u l t o the 

14 examiner i n t h i s matter? 

15 A. No, I don ' t . 

16 MR. PEARCE: Mr. Examiner, I have n o t h i n g 

17 f u r t h e r of t h i s witness at t h i s t i m e . 

18 I would move the admission of Mobil 

19 E x h i b i t s 11 and 12 to t h i s proceeding, and I would 

20 pass the w i t n e s s . 

21 HEARING EXAMINER: E x h i b i t s 11 and 12 w i l l 

22 be admitted as evidence. 

23 Questions? 

24 MR. KELLAHIN: Thank you, Mr. Examiner. 

25 CROSS-EXAMINATION 

CUMBRE COURT REPORTING 
(505) 984-2244 



40 

1 BY MR. KELLAHIN: 

2 Q. Mr. Cru n c l e t o n , when I look at the seismic 

3 s t r u c t u r e map on top of the Gall u p , E x h i b i t No. 11, 

4 and I focus i n on the extent of the r e s e r v o i r i n 

5 Section 15 from which the 15-1 w e l l produces, what, i n 

6 your o p i n i o n , i s the l i k e l y g e o l o g i c extent of t h a t 

7 r e s e r v o i r as we move to the east? 

8 A. To the east? 

9 0. Yes, s i r . 

10 A. As we move to the east, i t appears we would 1 

11 be moving out of the f r a c t u r e zone associated w i t h | 

12 t h a t f a u l t , and p r o d u c t i o n of the w e l l s , I would 

13 assume, would f a l l o f f as we move to the east. 

14 Q. G e o l o g i c a l l y then, when you examine t h a t , 

15 i n f o r m a t i o n , the eastern l i m i t s of the r e s e r v o i r i s 

16 going to be c o n t r o l l e d by the top of the Gallup 8 j 

17 o u t c r o p , or i s i t going t o be c o n t r o l l e d by t h i s -- I 

18 guess i t ' s a f a u l t l i n e — 

19 A. That i s . 

20 Q. -- through the east side of Section 15? j 
i 

21 A. Yes. Production at most would go as f a r to 

22 t h a t l a s t f a u l t t h a t we see t h a t I've l i s t e d on ther e 

23 t h a t the contours -- they end up against t h a t f a u l t . 

24 We wouldn't assume any p r o d u c t i o n on the other side of i 

25 t h a t f a u l t . ! 
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1 Q. I don't have an east-west c r o s s - s e c t i o n t o 

2 look a t ; so I was t r y i n g t o determine what your 

3 o p i n i o n was w i t h regards t o the l i k e l y e astern 

4 boundary of t h a t r e s e r v o i r . 

5 When you look to the west, do you have any 

6 ge o l o g i c i n f o r m a t i o n from which you can conclude what 

7 the l i k e l y western boundary i s f o r the r e s e r v o i r beina 

8 produced by the 15-1 we l l ? 

9 A. No. We are not able to determine how f a r 

10 out the f r a c t u r e system would extend. 

11 Q. When I look at your c r o s s - s e c t i o n , am I 

12 c o r r e c t i n understanding t h a t the magnitude of f a u l t 

13 displacement f o r the Mancos r e s e r v o i r i s not 

14 s u f f i c i e n t to t o t a l l y separate the Mancos f o r m a t i o n 

15 from the 15-1 w e l l and, say, the Laguna Colorado No. 2 

16 w e l l ? 

17 A. That's c o r r e c t . Across the f a u l t s t h e r e i s 

18 not enough s e p a r a t i o n t o separate the t o t a l i n t e r v a l 

19 of the Gallup t h e r e . 

20 Q. I s there any reason t h a t you d i d n ' t run 

21 your A-A' c r o s s - s e c t i o n through the Amoco w e l l i n 

22 Section 3? 

23 A. No. The reason I ran the c r o s s - s e c t i o n 

24 between the Badland H i l l s up t o the Laguna Colorado 

25 No. 6 i s so I could represent on t h i s c r o s s - s e c t i o n 
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1 where t h a t f a u l t i s i n a s s o c i a t i o n w i t h the Badland 

2 H i l l s . 

3 Q. In p l a c i n g the f a u l t then, you have placed 

4 the Amoco w e l l i n Section 3 west of the f a u l t ? 

5 A. The Amoco w e l l ? I have on my s t r u c t u r a l 

6 ! s e c t i o n -- I have represented the f a u l t as dying out 

7 j u s t at the bottom of Section 3. 

8 Q. I'm s o r r y , yes, you have. 

9 Have you examined the geol o g i c r e l a t i o n s h i p 

10 between the Amoco Badlands w e l l i n 3 versus the Nassau 

11 Resources Laguna Colorado Well i n Section 2? 

12 A. No, I haven't. 

13 MR. KELLAHIN: Thank you. I have nothina 

14 f u r t h e r . 

15 CROSS-EXAMINATION 

16 BY HEARING EXAMINER: 

17 Q. Mr. Crun c l e t o n , i s th e r e any other g e o l o g i c 

18 f a c t o r which might e x p l a i n the se p a r a t i o n of the two 

19 areas besides the f a u l t i n g ? 

20 A. Not t h a t I'm aware o f . 

21 Q. None t h a t you've found? 

22 A. Yes. 

23 Q. I s t h i s whole i n t e r v a l c o r r e l a t a b l e across 

24 the two areas? 

25 A. Yes, i t i s . On the c r o s s - s e c t i o n , what 
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1 we've d e p i c t e d as our A, B, and C i s r e l a t i v e l y easy 

2 to c o r r e l a t e across the whole area. 

3 Q. Do the f r a c t u r e s i n the Mancos g e n e r a l l y 

4 have a p r e f e r e n t i a l d i r e c t i o n ? 

5 A. Our b e l i e f i n t h i s area i s t h a t the 

6 f r a c t u r e s are o r i e n t e d p a r a l l e l t o the f a u l t i n g t h a t 

7 we see i n t h i s area. 

8 We d i d run a f r a c t u r e l oa w i t h i n the 

9 Badland H i l l s which does show the f r a c t u r e s do appear 

10 to be running i n the d i r e c t i o n t h a t I had the f a u l t 

11 d e p i c t e d on the map. 

12 Q. So, r e a l l y , the two areas should be i n 

13 communication, but they aren't? I t a l l p o i n t s t h a t 

14 they should be i n communication; i s t h a t c o r r e c t ? 

15 A. W e l l , no. The w e l l s up t o the n o r t h r e a l l y 

16 aren't associated w i t h the f a u l t t h a t we see at the 

17 Badland H i l l s . 

18 Q. Fra c t u r e s go towards the w e l l s i n Sections 

19 2 and 3? 

20 A. In t h a t d i r e c t i o n , but we can't determine 

21 the extent of how f a r those f r a c t u r e s would run. 

22 HEARING EXAMINER: That's a l l the questions 

23 we have at t h i s t i m e . 

24 CRAIG EGGERMAN, 

25 the witness h e r e i n , a f t e r having been f i r s t duly sworn 
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1 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 : 

2 DIRECT EXAMINATION 

3 BY MR. PEARCE: 

4 Q. May i t p l e a s e t h e examine r , I would ask t h e 

5 w i t n e s s t o pl e a s e s t a t e h i s name and p l a c e of 

6 res i d e n c e f o r t h e r e c o r d . 

7 A . C r a i g Eagerman, and I r e s i d e i n L a k e l a n d , 

8 Col o r ado . 

9 Q. Mr. Eggerman, by whom are you employed? 

10 A. M o b i l P r o d u c i n g and E x p l o r a t i o n U.S., I n c . 

11 Q. What's your c a p a c i t y w i t h M o b i l ? 

12 A. M o b i l employs me as a s e n i o r r e g u l a t o r y 

13 e n g i n e e r i n g a d v i s e r . 

14 Q. As p a r t o f your r e s p o n s i b i l i t i e s , have you 

15 r e v i e w e d t h e a p p l i c a t i o n f i l e d by M o b i l i n t h i s case? 

16 A. I have . 

17 Q. I would ask you, s i r , i f you have appeared 

18 b e f o r e t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n or i t s 

19 examiner s p r e v i o u s l y and had your c r e d e n t i a l s made a 

20 m a t t e r o f re c o r d ? 

21 A. I have n o t . 

22 Q. Would you p l e a s e , s i r , f o r us a t t h i s t i m e 

23 summar i ze your e d u c a t i o n a l background and work 

24 e x p e r i e n c e • 

25 A. I r e c e i v e d a Bac h e l o r of Science Degree 
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1 from South Dakota School of Mines and Technology i n 

2 1973 . I was subsequently employed by S h e l l O i l 

3 Company f o r two-and-a-half years, two years, 

4 approximately. 

5 I worked as an o n - s i t e engineer, worked i n 

6 the c a p a c i t y of w e l l l o g e v a l u a t i o n s , cementing and 

7 'casing o p e r a t i o n s , d r i l l stem t e s t t e s t i n g , and other 

8 r e l a t e d d r i l l i n g a c t i v i t i e s . I served i n the c a p a c i t y 

9 as a completion s u p e r v i s o r and op e r a t i o n s engineer. 

10 In 1975, I was employed by Mobil O i l 

11 C o r p o r a t i o n and subsequently worked i n p o s i t i o n s as an 

12 o p e r a t i o n s engineer, a d r i l l i n g enoineer, a d r i l l i n g 

13 e n g i n e e r i n g s u p e r v i s o r . And i n 1984, I was employed 

14 as a r e g u l a t o r y engineer. 

15 My areas of r e s p o n s i b i l i t i e s are a l l of the 

16 Rocky Mountain s t a t e s , Nevada, and C a l i f o r n i a . 

17 MR. PEARCE: At t h i s t i m e , Mr. Examiner, I 

18 would ask t h a t the witness be q u a l i f i e d as an expert 

19 i n the f i e l d of petroleum engineerina and r e g u l a t o r y 

20 management? 

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

22 Q. (BY MR. PEARCE) Mr. Eagerman, at t h i s 

23 t i m e , I would ask you as p a r t of your r e s p o n s i b i l i t i e s 

24 w i t h M o b i l , i f you have f o l l o w e d c e r t a i n committee 

25 meetings r e l a t i n g t o proposed basinwide r u l e s f o r 
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1 f r a c t u r e d Mancos r e s e r v o i r s i n northwestern New 

2 Mexico? 

3 A. I have. We have one i n d i v i d u a l t h a t was 

4 designated t o serve on t h a t p a r t i c u l a r subcommittee. 

5 Q. And he rep o r t e d r e g u l a r l y to you about 

6 those proceedings; i s t h a t c o r r e c t ? 

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

8 Q. How come he's not here? 

9 A. Because Mr. Paul Haber, who was t h a t 

10 i n d i v i d u a l , now resides i n Saudi A r a b i a , working f o r 

11 Aramco at the present t i m e . 

12 Q. Thank you, s i r . I ask you, please, to 

13 r e f e r to what we've marked as E x h i b i t 13 to t h i s 

14 proceedina, and I' d ask you to describe what those are 

15 f o r the examiner. 

16 A. What we have attempted t o do here i s to 

17 prepare some s p e c i a l r u l e s f o r the Badland H i l l s -

18 Gallup O i l Pool. And t h i s p a r t i c u l a r set of s p e c i a l 

19 r u l e s i s d r a f t e d along the l i n e s o f , from what I 

20 understand, would be the general committee 

21 recommendations f o r the proposed basinwide Mancos Pool 

22 r u l e s t h a t they would have e s t a b l i s h e d i n t h i s area. 

23 We've also examined the West Puerto 

24 Chiquito-Mancos Pool r u l e s and the Gavilan-Mancos Pool 

25 r u l e s and t r i e d to i n c o r p o r a t e some of the good t h i n g s 
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| 

1 t h a t are i n both of those. 

2 Q. Let's run through these proposed r u l e s very 

3 b r i e f l y , and I want t o h i g h l i g h t a couple of items f o r 

4 the r e c o r d , i f I may. 

5 F i r s t of a l l , I'd ask you to look at Rule 

6 No. 2. What does t h a t proposed r u l e provide? 

7 A. Rule No. 2 provides f o r 640-acre spacing. 

8 Q. Based upon the evidence presented and the 

9 m a t e r i a l s t h a t you have reviewed, do you b e l i e v e t h a t 

10 640-acre spacing would be the a p p r o p r i a t e spacing? 

11 A. I do. 

12 Q. Let's l o o k , please, at Rule No. 4 on the 

13 second page of t h i s d r a f t and h i g h l i g h t f o r the 

14 examiner the l o c a t i o n r u l e s set f o r t h . 

15 A. Rule No. 4 c a l l s f o r a re g u l a r l o c a t i o n t o 

16 be b a s i c a l l y i n the center of the s e c t i o n but no 

17 nearer than 990 f e e t to the outer boundary of the 

18 s e c t i o n of the p r o r a t i o n u n i t , nor cl o s e r than 10 f e e t 

19 to the i n t e r i o r q u a r t e r - q u a r t e r s e c t i o n l i n e s i n t h a t 

20 p o o l . 

21 The t e n - f o o t r u l e i s i n t h e r e so t h a t we 

22 don't have problems w i t h computer records as f a r as 

23 the l o c a t i o n of w e l l s . 

24 Q. And i t ' s your understanding t h a t the 

25 990-foot l o c a t i o n requirement was being discussed by 
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1 the committee; i s t h a t c o r r e c t ? 

2 A. That's my understanding, yes. 

3 Q. I f the committee's recommendation 

4 u l t i m a t e l y i s a l o c a t i o n requirement other than 990 

5 f e e t and i s more r e s t r i c t i v e , would you ask t h a t the 

6 l o c a t i o n f o r the Badland H i l l s 15-1 Well be 

7 gra n d f a t h e r e d to avoid the n e c e s s i t y of f u r t h e r 

8 proceedings to approve the l o c a t i o n ? 

9 A. We would. 

10 Q. Let's l o o k , please, at Rule No. 6 on the 

11 t h i r d page. The examiner, I b e l i e v e , e a r l i e r i n the 

12 day asked about a s p e c i a l pool r u l e w i t h an 

13 a l l o w a b l e . Does t h i s r u l e address t h a t ? 

14 A. Rule No. 6 makes an e f f o r t to assign an 

15 a l l o w a b l e t o t h i s p a r t i c u l a r p o o l . We chose 800 

16 b a r r e l s of o i l per day and 2,000 GOR l i m i t a t i o n f o r 

17 t h a t p a r t i c u l a r p o o l . 

18 I t ' s my r e c o l l e c t i o n t h a t t h a t matches the 

19 a l l o w a b l e f o r the Gavilan-Mancos Pool, but i t i s 

20 s l i g h t l y less than what i s provided f o r i n the West 

21 Puerto Chiquito-Mancos Pool. 

22 There i s no standard depth bracket 

23 a l l o w a b l e , at l e a s t according t o Rule 505, f o r w e l l s 

24 at t h i s depth f o r 640-acre spacing. 

25 I t ' s my understanding t h a t 160-acre spacing 
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1 at t h i s depth would be 347 b a r r e l s of o i l per day, and 

2 you could take t h a t times f o u r , and you would have a 

3 value of something l i k e 1,340 b a r r e l s of o i l a day, 

4 which t h i s i s less than t h a t amount. 

5 Q. Let's look at proposed Rule No. 7, please, 

6 which addresses the v e r t i c a l l i m i t s . And could you 

7 describe the proposed v e r t i c a l l i m i t s of the Badland 

8 H i l l s - G a l l u p Pool? 

9 A. Rule No. 7 was developed by examining the 

10 other pool r u l e s i n t h i s general area. I b e l i e v e i t 

11 was the sub j e c t of d i s c u s s i o n i n some of the committee 

12 meetings and the g e o l o g i s t s t h a t are employed by Mobil 

13 were advised t h a t t h i s probably was one of the best• 

14 ways t o describe the p a r t i c u l a r s e c t i o n t h a t we would 

15 have i n t h i s p o o l . 

16 Q. And t h a t i s the Gallup member of the 

17 Mancos? 

18 A. Correct . 

19 Q. Let's look at proposed Rule No. 8. What 

20 does t h a t proposed r u l e provide? 

21 A. Rule No. 8 provides f o r the d r i l l i n g of a 

22 second w e l l i n t h i s p a r t i c u l a r -- i n any p a r t i c u l a r 

23 p r o r a t i o n u n i t , as long as i t ' s not l o c a t e d i n the 

24 same q u a r t e r s e c t i o n as the o r i g i n a l w e l l . 

25 Q. What was the a l l o w a b l e f o r the s e c t i o n i f a 
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1 second w e l l i s d r i l l e d ? 

2 A. These two w e l l s would share the a l l o w a b l e 

3 t h a t would be e s t a b l i s h e d f o r t h a t p a r t i c u l a r 

4 p r o r a t i o n u n i t . 

5 Q. At t h i s t i m e , Mr. Eggerman, do you have 

6 any t h i n g f u r t h e r to h i g h l i g h t f o r the examiner? 

7 A. I do no t . 

8 MR. PEARCE: Mr. Examiner, at t h i s time I 

9 would move the admission of Mobil E x h i b i t No. 13 to 

10 t h i s proceeding, and I would pass the witness f o r 

11 f u r t h e r q u e s t i o n i n g . 

12 HEARING EXAMINER: E x h i b i t No. 13 w i l l be 

13 admitted as evidence. 

14 Questions? Mr. K e l l a h i n ? 

15 CROSS-EXAMINATION 

16 BY MR. KELLAHIN: 

17 Q. Mr. Eagerman, again on Rule No. 8, what's 

18 the basis f o r the recommendation of a second w e l l on 

19 the 640 spacing u n i t when the engine e r i n g proof i s 

20 t h a t one w e l l i s s u f f i c i e n t ? 

21 A. This would a l l o w the operator the 

22 o p p o r t u n i t y to d r i l l a second w e l l i f they i n f a c t 

23 were not able t o encounter the f r a c t u r i n g i n t h a t 

24 p a r t i c u l a r l o c a t i o n from the f i r s t w e l l . 

25 In other words, i f you ended up w i t h a w e l l 
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1 t h a t only made 20 b a r r e l s a day, t h i s would provide 

2 you w i t h an o p p o r t u n i t y to d r i l l a second w e l l . 

3 Q. What does the Section 15-1 w e l l produce now 

4 on a d a i l y basis? What's the general range of 

5 production? 

6 A. I'm going t o t r y t o r e c a l l , and t h i s i s 

7 sub j e c t t o check, but I b e l i e v e t h a t we f i l e d 

8 yesterday a completion r e p o r t t h a t i n d i c a t e d t h a t the 

9 w e l l i s capable -- i t c u r r e n t l y was t e s t i n a somewhere 

10 around 80 to 100 b a r r e l s of o i l a day. I t s t i l l was 

11 making some water back, and we're hopeful t h a t t h a t 

12 w i l l drop o f f and t h a t the o i l r a t e w i l l i n c r e a s e . 

13 Q. Refresh my memory; do the West Puerto 

14 C h i q u i t o r u l e s provide f o r a second w e l l i n the 640? 

15 A. I am going t o have to defer on t h a t . I 

16 don't have a l l of those orders pre s e n t , and I would 

17 have to examine those t o see whether they a l l o w f o r a 

18 second w e l l i n t h e r e . 

19 MR. KELLAHIN: Thank you. No f u r t h e r 

20 q u e s t i o n s . 

21 CROSS-EXAMINATION 

22 BY HEARING EXAMINER: 

23 Q. Mr. Eggerman, are ther e any s i g n i f i c a n t 

24 d i f f e r e n c e s between these pool r u l e s and the West 

25 Puerto C h i q u i t o r u l e s ? Are the w e l l l o c a t i o n s the 
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1 same, the requirements? 

2 A . I b e l i e v e t h a t the a l l o w a b l e i n West Puerto 

3 Chiquito-Mancos i s higher than t h i s . I t ' s my 

4 understanding i t ' s 1,340. Set-back requirements f o r 

5 West Puerto C h i q u i t o , I am not q u i t e sure what t h a t i s 

6 at the present t i m e . I would have to examine those 

7 o r d e r s . 

8 * MR. STOVALL: Mr. Examiner, j u s t speaking 

9 f o r the D i v i s i o n , to get i t i n t o the record -- t h i s , 

10 again, would be subj e c t to check, but i t ' s my 

11 understanding t h a t the r u l e s i n t h a t pool are f o r 

12 1,320 f e e t from the outer boundaries, but I'm not sure 

13 i f t h a t ' s across the pool or i f t h a t ' s on the border 

14 p r o r a t i o n u n i t s . 

15 I b e l i e v e i t ' s 1,320, but i f none of 

16 counsel has any o b j e c t i o n , I b e l i e v e we can review 

17 those orders and take a d m i n i s t r a t i v e n o t i c e of them as 

18 necessary. 

19 MR. PEARCE: I t h i n k t h a t ' s a p p r o p r i a t e . 

20 Q. (BY HEARING EXAMINER) Mr. Eqgerman, i s i t 

21 your understanding t h a t the 990 f e e t was a committee 

22 recommendation? 

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

24 Q. Also the 10 f e e t i n t e r i o r setback. Do you 

25 know i f t h e r e ' s t o p o g r a p h i c a l problems out th e r e i n 
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1 t h i s area? 

2 A. There c e r t a i n l y are i n some p a r t s . Are you 

3 r e f e r r i n g t o the area i n g e n e r a l , not s p e c i f i c a l l y to 

4 Section 15 ? 

5 Q. We l l , yes, to Section 15. 

6 A. Section 15 has a s t a t e highway t h a t 

7 i n t e r s e c t s i t on a d i a g o n a l . I guess you would c a l l 

8 t h a t a t o p o g r a p h i c a l c o n s i d e r a t i o n . I have had some 

9 discu s s i o n s w i t h members of the Commission, and i t ' s 

10 my understanding t h a t t h a t ' s k i n d of a broad 

11 d e f i n i t i o n . When they say " t o p o g r a p h i c a l , " t h a t also 

12 means a r c h e o l o g i c a l c o n s i d e r a t i o n s , as w e l l as 

13 s t r u c t u r a l . And the road -- I'm not sure j u s t e x a c t l y 

14 what you would c a l l t h a t , but i t , I t h i n k , f i t s t h a t 

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

16 MR. STOVALL: Mr. Examiner, l e t me ask j u s t 

17 a couple of questions t o c l a r i f y the r e c o r d . 

18 CROSS-EXAMINATION 

19 BY MR. STOVALL: 

20 Q. You have r e f e r r e d t o committee 

21 recommendations. Would you i d e n t i f y what committee 

22 you were t a l k i n g about? 

23 A. The committee, and pardon me i f I don't get 

24 the name c o r r e c t l y , but ther e was a committee formed 

25 t o study basinwide Mancos Pool r u l e s t o e s t a b l i s h 
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1 proper spacing f o r the Mancos f o r m a t i o n i n the 

2 northwest, or g e n e r a l l y in the northwestern p a r t of 

3 New Mexico, i n the San Juan Basin. 

4 Q. S p e c i f i c a l l y l o o k i n g at the f r a c t u r e d 

5 Mancos s t r u c t u r e ; i s t h a t c o r r e c t ? 

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

7 Q. To the best of your knowledge, has th e r e 

8 been any o f f i c i a l a c t i o n taken on those r u l e s ? Has 

9 ther e been a hearing on those or anything t h a t you 

10 know of? 

11 A. There has not been. 

12 Q. Did you p a r t i c i p a t e , or have you 

13 p a r t i c i p a t e d , or has your company p a r t i c i p a t e i n t h a t 

14 committee work? 

15 A. Our company has p a r t i c i p a t e d i n t h a t work. 

16 Q. And you are then f a m i l i a r w i t h t h a t through 

17 your company's p a r t i c i p a t i o n ? You've had the 

18 o p p o r t u n i t y t o review i t so t h a t you have some 

19 personal knowledge t h a t your proposals here are 

20 c o n s i s t e n t w i t h those? 

21 A. I have. 

22 HEARING EXAMINER: That's a l l the questions 

23 I have of the w i t n e s s . 

24 Mr. Pearce, i s i t your request t h a t these 

25 pools be permanent pools? 
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1 MR. PEARCE: Mr. Examiner, I discussed t h i s j 

2 matter w i t h my c l i e n t . I don't t h i n k we f e e l ' 

3 s t r o n g l y . C e r t a i n l y , i f the D i v i s i o n p r e f e r s t o have . 

4 a two-year l i m i t e d e f f e c t i v e n e s s of these r u l e s , we 

5 c e r t a i n l y don't o b j e c t t o t h a t . Whether or not the 

6 pool w i l l grow, I do not know at t h i s t i m e . 

7 We are c o n f i d e n t t h a t , i f i t remains a 

8 one-well p o o l , t h a t t h e r e i s not any p a r t i c u l a r 

9 jeopardy i n making the r u l e s permanent at t h i s t i m e , 

10 but I suppose we don't know whether or not t h a t w i l l : 

11 occur. 

12 MR. STOVALL: Mr. Examiner, in response to \ 

13 t h a t along t h a t l i n e , I would l i k e t o r e c a l l the 

14 g e o l o g i c a l witness t o j u s t ask him a couple of 

15 q u e s t i o n s , i f you don't mind. 

16 MR. PEARCE: That's f i n e . 

17 MR. STOVALL: And, I'm s o r r y , I f o r g e t h i s 

18 name, but i f you could --

19 MR. PEARCE: Cr u n c l e t o n . 

20 MR. STOVALL: I ' l l remind you j u s t f o r the 

21 record t h a t you are s t i l l under oath. 

22 LARRY CRUNCLETON, 

23 the witness h e r e i n , a f t e r havinq been p r e v i o u s l y 

24 c a l l e d as a w i t n e s s , examination and testimony 

25 continued as f o l l o w s : 

>* 
i 
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1 FURTHER EXAMINATION 

2 BY MR. STOVALL: 

3 Q. I b e l i e v e you t e s t i f i e d t h a t the Mobil w e l l 

4 . i n Section 15 i s not i n f r a c t u r e communication w i t h 

5 w e l l s i n Section 2 and 3 or any of the other West 

6 Puerto Chiquito-Mancos w e l l s ; i s t h a t c o r r e c t ? 

7 A. I would say we cannot t e l l from g e o l o g i c a l 

8 or geophysical evidence whether i t ' s i n communication 

9 or not . 

10 Q. Are you f a i r l y f a m i l i a r w i t h the f r a c t u r e d 

11 Mancos f o r m a t i o n out there? And I'm not a g e o l o g i s t , 

12 so pardon me i f my te r m i n o l o g y i s o f f , but w i t h the 

13 nature of the f r a c t u r e d s t r u c t u r e out i n t h a t area? 

14 A. I n t h i s p a r t i c u l a r area, yes. 

15 Q. I s there a reasonable p o s s i b i l i t y t h a t i f , 

16 f o r example, a second w e l l were d r i l l e d i n Section 15, 

17 say i n the east h a l f somewhere, t h a t i t might p o s s i b l y 

18 tap i n t o a f r a c t u r e network t h a t extended two or three 

19 s e c t i o n s t o the north? 

20 A. That's p o s s i b l e . 

21 Q. And, s i m i l a r l y , could a w e l l perhaps be 

22 d r i l l e d i n Section 10 which could create a f r a c t u r e 

23 1 communication e i t h e r to the n o r t h or to the south or 

24 'both? 

25 A. That's p o s s i b l e t o o . 
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1 Q. I f t h a t were so, would t h a t , i n your 

2 o p i n i o n , i n d i c a t e t h a t perhaps th e r e was a common 

3 r e s e r v o i r i n the sense t h a t t h e r e was f r a c t u r e 

4 communication along there? You j u s t happened t o not 

5 h i t i t w i t h the 15 we l l ? 

6 A. Could you r e s t a t e t h a t q u e s t i o n again? 

7 Q. I ' l l t r y . I ' l l r e s t a t e i t by p r e f a c i n g 

8 w i t h a comment t h a t perhaps due to the nature of the 

9 f r a c t u r e s i n t h a t area, i t i s p o s s i b l e t h a t t h e r e i s 

10 i n f a c t f r a c t u r e communication from, say, Sections 2 

11 and 3 or even f u r t h e r n o r t h i n t o the West Puerto 

12 Chiquito-Mancos t o the south, and t h a t the Mobil w e l l 

13 has not h i t t h a t f r a c t u r e system, and, t h e r e f o r e , t h a t 

14 p a r t i c u l a r w e l l doesn't show any sions of being i n 

15 communication, but i n f a c t the p r o r a t i o n u n i t might 

16 be? 

17 A. That's p o s s i b l e . 

18 Q. Do you a n t i c i p a t e a d d i t i o n a l e x p l o r a t i o n i n 

19 t h a t area? 

20 A. At t h i s t i m e , yes. 

21 Q. I f a d d i t i o n a l e x p l o r a t i o n i n d i c a t e d t h a t 

22 there was a f r a c t u r e system extending and b r i n g i n g the 

23 West Puerto Chiquito-Mancos area, or what you're 

24 c a l l i n g the Schmitz A n t i c l i n e area i n t o communication 

25 w i t h , say, w i t h Section 15, would Mobil reconsider i t s 
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1 t h i n k i n g as t o whether i t should be a separate pool or 

2 whether i t should become p a r t of the West Puerto 

3 Chiquito-Mancos Pool? 

4 A. I don't know i f I can answer t h a t q u e s t i o n 

5 at t h i s t i m e . 

6 Q. The reason I'm asking t h a t q u e s t i o n i s I'm 

7 t h i n k i n g i n terms of whether the r u l e s should be 

8 permanent or temporary. And speaking f o r myself and 

9 j u s t o f f the t o p , i t would appear t h a t perhaps 

10 temporary r u l e s might give us the time t o make t h a t 

11 d e t e r m i n a t i o n . Would you agree? 

12 A. Yes. 

13 MR. STOVALL: I have no f u r t h e r q u e s t i o n s . 

14 MR. PEARCE: I would l i k e t o r e v i s i t the 

15 subject w i t h the w i t n e s s , i f I may, Mr. Examiner. 

16 HEARING EXAMINER: Yes, s i r . 

17 FURTHER EXAMINATION 

18 BY MR. PEARCE: 

19 Q. Mr. Crun c l e t o n , we've had some q u e s t i o n i n g 

20 about f r a c t u r e communication between the 15-1 w e l l and 

21 w e l l s t o the n o r t h . Do you f i n d g e o l o g i c a l evidence 

22 t h a t those w e l l s are i n communication? 

23 A. We have no d i r e c t g e o l o g i c a l or geophysical 

24 evidence t h a t i t i s i n communication w i t h t h a t . 

25 MR. PEARCE: I t h i n k t h a t ' s a l l . Thank 

( 
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1 you. 

2 HEARING EXAMINER: Mr. Pearce, can I aet 

3 ;Ray Jones back on the stand f o r a couple of minutes? 

4 MR. PEARCE: C e r t a i n l y . 

5 ; RAY JONES, 

6 the witness h e r e i n , a f t e r having been p r e v i o u s l y 

7 c a l l e d as a w i t n e s s , examination and testimony 

8 continued as f o l l o w s : 

9 FURTHER EXAMINATION 

10 BY HEARING EXAMINER: 

11 Q. Mr. Jones, your assumption t h a t the 

12 Badlands w e l l w i l l d r a i n 640 acres i s s o l e l y based at 

13 t h i s time on an analogy t o the w e l l s t o the n o r t h ; i s 

14 t h a t c o r r e c t ? 

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

16 Q. We have no evidence at t h i s p o i n t on 

17 a c t u a l l y what t h a t w e l l w i l l d r ain? We don't have any 

18 p r o d u c t i o n data or other evidence? 

19 A. That i s c o r r e c t . We have analogy from 

20 w e l l s t o the n o r t h and from e v a l u a t i o n s of the f i e l d s 

21 to the n o r t h . And the i n f o r m a t i o n of the Schmitz 

22 A n t i c l i n e i s c o n s i s t e n t w i t h other i n f o r m a t i o n i n the 

23 area t h a t we have. 

24 t Q. Do you f e e l t h a t the r e s e r v o i r p r o p e r t i e s 

25 are t h a t s i m i l a r between the two areas t h a t you can 
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1 make t h a t analogy? 

2 A. Yes, w i t h i n the l o c a l v a r i a t i o n s of the 

3 Mancos, I do. 

4 HEARING EXAMINER: That's a l l I have. 

5 MR. PEARCE: Nothina f u r t h e r . 

6 HEARING EXAMINER: Mr. Emmons, I b e l i e v e 

7 you want to make a statement? 

8 MR. EMMONS: Amoco Production Company has 

9 reviewed the e x h i b i t s , the a p p l i c a t i o n , and testimony 

10 presented by M o b i l , and s p e c i f i c a l l y the en g i n e e r i n g 

11 t e s t i m o n y . We t h i n k i t c l e a r l y supports t h a t a 

12 separate pool should be e s t a b l i s h e d . T h e r e f o r e , Amoco 

13 recommends, agrees w i t h , and supports Mobil's 

14 a p p l i c a t i o n . 

15 HEARING EXAMINER: I s th e r e a n y t h i n g 

16 f u r t h e r i n t h i s case? 

17 Case 9789 w i l l be taken under advisement. 

18 

19 

20 

21 

22 

23 

24 

25 
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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

EXAMINER HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n of Mobile Producing Case 9789 

Texas and New Mexico, I n c . , f o r 

pool c r e a t i o n and s p e c i a l p o o l 

r u l e s , or i n the a l t e r n a t i v e , f o r p o o l 

e x t e n s i o n , Rio A r r i b a County, New Mexico. 

TRANSCRIPT OF PROCEEDINGS 

BEFORE: VICTOR T. LYON, EXAMINER 

STATE LAND OFFICE BUILDING 

SANTA FE, NEW MEXICO 

November 1, 1989 
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HEARING EXAMINER: Next c a l l e d case, 9789. 

MR. STOVALL: A p p l i c a t i o n of Mobile 

Producing Texas and New Mexico, I n c . , f o r p o o l 

c r e a t i o n and s p e c i a l p o o l r u l e s , or i n the 

a l t e r n a t i v e , f o r poo l e x t e n s i o n , Rio A r r i b a County, 

New Mexico. 

A p p l i c a n t r e q u e s t s t h i s case be c o n t i n u e d 

t o November 15, 1989. 

HEARING EXAMINER: Case 9789 i s hereby 

c o n t i n u e d t o the Examiner Hearing t o be h e l d 

November 15, 1989. 

! (Jo •:>.*•:•'.;• ce- < •'^at the foregoing is 
a co,p!oio re-o:-<! of the proceedings in 
the Examiner hearing of Case No. 9 7 2 f , 
heard by me on/^? 19. g^/ s 
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Oil Conservation Division 

CUMBRE COURT REPORTING 
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