
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING ) 
CALLED BY THE OIL CONSERVATION ) 
DIVISION FOR THE PURPOSE OF ) 

CONSIDERING: ) CASE NO. 10908 

APPLICATION OF SNYDER OIL CORPORATION 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: M i c h a e l E. S t o g n e r , H e a r i n g Examiner 
J i m Morrow, H e a r i n g Examiner 

F e b r u a r y 17, 1994 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on F e b r u a r y 17, 1994, a t 

Morgan H a l l , S t a t e Land O f f i c e B u i l d i n g , 310 O l d 

Santa Fe T r a i l , Santa Fe, New M e x i c o , b e f o r e Deborah 

O'Bine, RPR, C e r t i f i e d C o u r t R e p o r t e r No. 63, f o r t h e 

S t a t e o f New M e x i c o . 

QMGifctrlL MAR 2 I 1994 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Mexico 85704-9262 
(505) 984-2244 FAX: 984-2092 
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I N D E X 

F e b r u a r y 17, 1994 
Examiner H e a r i n g 
CASE NO. 10908 

PAGE 

APPEARANCES 3 

SNYDER OIL CORPORATION'S WITNESS: 

Joe W i l b a n k s 
E x a m i n a t i o n by Mr. R o b e r t s 4 
E x a m i n a t i o n by Examiner S t o g n e r 20 

REPORTER'S CERTIFICATE 27 

E X H I B I T S 

I D ADMTD 
E x h i b i t 1 8 19 
E x h i b i t 2 9 19 
E x h i b i t 3 10 19 
E x h i b i t 4 11 19 
E x h i b i t 5 13 19 
E x h i b i t 6 14 19 
E x h i b i t 7 15 19 
E x h i b i t 8 16 19 
E x h i b i t 9 18 19 
E x h i b i t 10 19 2 0 
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Santa Fe, New Mexi c o 85704-9262 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l C o u n s e l 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S anta Fe, New Mex i c o 87501 

FOR THE APPLICANT: TANSEY, ROSEBROUGH, GERDING 
& STROTHER, P.C. 

621 West A r r i n g t o n 
F a r m i n g t o n , New Mex i c o 87401 
BY: TOMMY ROBERTS, ESQ. 
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EXAMINER STOGNER: I'm g o i n g t o c a l l t h i s 

h e a r i n g t o o r d e r f o r Docket No. 6-94. I'm M i c h a e l 

S t o g n e r , a p p o i n t e d h e a r i n g o f f i c e r f o r t o d a y ' s 

c a s e s . 

The f i r s t m a t t e r t h a t w e ' l l c a l l t o d a y i s 

Case No. 10908, w h i c h i s t h e a p p l i c a t i o n o f Snyder 

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

Co u n t y , New M e x i c o . 

A t t h i s t i m e I ' l l c a l l f o r a p p e a r a n c e s . 

MR. ROBERTS: Mr. Examiner, my name i s 

Tommy R o b e r t s . I'm an a t t o r n e y w i t h t h e Tansey law 

f i r m i n F a r m i n g t o n , New Me x i c o . I'm a p p e a r i n g on 

b e h a l f o f t h e a p p l i c a n t , Snyder O i l C o r p o r a t i o n . I 

have one w i t n e s s t o be sworn. 

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

w i t n e s s e s ? W i l l t h e w i t n e s s p l e a s e s t a n d t o be sworn 

a t t h i s t i m e . 

( W i t n e s s sworn.) 

EXAMINER STOGNER: Mr. R o b e r t s . 

JOE WILBANKS, 

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 g been f i r s t d u l y 

sworn upon h i s o a t h , was examined and t e s t i f i e d as 

f o l l o w s : 

EXAMINATION 

BY MR. ROBERTS: 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mex i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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Q. Would you s t a t e y o u r name and y o u r p l a c e 

o f r e s i d e n c e f o r t h e r e c o r d ? 

A. Joe W i l b a n k s , F a r m i n g t o n , New M e x i c o . 

Q. By whom a r e you employed? 

A. On S i t e T e c h n o l o g i e s , L i m i t e d . 

Q. I n what c a p a c i t y ? 

A. As e n g i n e e r i n g manager. 

Q. How l o n g have you been employed by On 

S i t e ? 

A. A y e a r and a h a l f . 

Q. What k i n d o f work does On S i t e do? 

A. We do p e t r o l e u m e n g i n e e r i n g c o n s u l t i n g 

work 

Q. What a r e y o u r j o b r e s p o n s i b i l i t i e s ? 

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

do economic a n a l y s i s i n t h e o f f i c e and r e g u l a t o r y 

c o m p l i a n c e . 

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

T e c h n o l o g i e s t o t h e a p p l i c a n t i n t h i s c ase, Snyder 

O i l C o r p o r a t i o n ? 

A. We're t h e i r a g e n t . 

Q. How l o n g has t h a t r e l a t i o n s h i p e x i s t e d ? 

A. A p p r o x i m a t e l y n i n e months. 

Q. What k i n d o f work does On S i t e p e r f o r m on 

b e h a l f o f Snyder? 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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A. We p e r f o r m r e g u l a t o r y work and o n - s i t e 

s u p e r v i s i o n . 

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

b e f o r e t h e O i l C o n s e r v a t i o n D i v i s i o n o r Commission? 

A. No. 

Q. B r i e f l y d e s c r i b e y o u r f o r m a l e d u c a t i o n 

s u b s e q u e n t t o h i g h s c h o o l . 

A. I o b t a i n e d a B.S. i n p e t r o l e u m e n g i n e e r i n g 

and a B.S. i n g e o l o g y f r o m Texas A&M U n i v e r s i t y . 

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

b a c k g r o u n d s u b s e q u e n t t o c o m p l e t i o n o f y o u r f o r m a l 

e d u c a t i o n . 

A. I wor k e d f o u r y e a r s as an e n g i n e e r f o r 

C i t i e s S e r v i c e i n M i d l a n d , Texas, and I have been a 

c o n s u l t a n t f o r t h e l a s t t e n y e a r s . 

Q. Do you have any p r o f e s s i o n a l r e g i s t r a t i o n s 

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

A. S o c i e t y o f P e t r o l e u m E n g i n e e r s , Four 

C o r n e r s G e o l o g i c a l S t u d y , A P I . 

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

b e f o r e any o t h e r o i l and gas i n d u s t r y r e g u l a t o r y 

agency and had y o u r q u a l i f i c a t i o n s as an e x p e r t i n 

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

a m a t t e r o f r e c o r d ? 

A. Yes. 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Me x i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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Q. And what were t h o s e a g e n c i e s ? 

A. Texas R a i l r o a d Commission and Oklahoma O i l 

and Gas Commission. 

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

t h i s case? 

A. Yes. 

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

s u b m i t t e d i n c o n j u n c t i o n w i t h y o u r t e s t i m o n y ? 

A. Yes. 

MR. ROBERTS: Mr. Examiner, I w o u l d t e n d e r 

Mr. W i l b a n k s as an e x p e r t p e t r o l e u m e n g i n e e r . 

EXAMINER STOGNER: Mr. W i l b a n k s i s so 

q u a l i f i e d . 

Q. (BY MR. ROBERTS) Mr. W i l b a n k s , w o u l d you 

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

A. Yes. Snyder seeks a p p r o v a l t o downhole 

commingle t h e G a l l u p and B a s i n Dakota gas p o o l 

p r o d u c t i o n w i t h i n t h e w e l l b o r e o f Con Ha l e #2E 

l o c a t e d i n t h e s o u t h w e s t s o u t h w e s t , S e c t i o n 15, 

Township 26 N o r t h , Range 8 West. 

Q. Has t h e G a l l u p f o r m a t i o n i n t h i s a r e a been 

d e d i c a t e d t o a p o o l ? 

A. I t ' s d e d i c a t e d as a w i l d c a t p o o l . 

Q. What k i n d o f h y d r o c a r b o n s u b s t a n c e s a r e 

p r o d u c e d f r o m each o f t h e s e zones? 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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A. The G a l l u p p r o d u c e s gas and o i l , and t h e 

Dakota p r o d u c e s gas and c o n d e n s a t e . 

Q. L e t me have you r e f e r t o wha t ' s been 

marked as t h e A p p l i c a n t ' s E x h i b i t No. 1 and ask you 

t o i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t 1 i s a base p l a t o f t h e a r e a 

s u r r o u n d i n g t h e Con Ha l e 2E. You have a o n e - m i l e 

r a d i u s drawn i n t h e r e w i t h t h e o f f s e t o p e r a t o r s 

marked and t h e zones i n w h i c h t h o s e w e l l s a r e 

c o m p l e t e d i n . 

Q. How i s t h e l o c a t i o n o f t h e Con Ha l e 2E 

w e l l d e s i g n a t e d on t h i s p l a t ? 

A. I t ' s w i t h i n t h e o u t l i n e d g r e e n a r e a , w h i c h 

i s t h e 4 0 - a c r e G a l l u p p r o r a t i o n u n i t , s p a c i n g u n i t . 

Q. What i s t h e s i z e o f t h e s p a c i n g p r o r a t i o n 

u n i t w h i c h has been e s t a b l i s h e d f o r t h e Dakota 

f o r m a t i o n ? 

A. I t i s 320 a c r e s . 

Q. How has t h a t been d e p i c t e d on t h i s p l a t ? 

A. T h a t i s t h e p i n k l i n e o u t l i n e d . 

Q. I d e n t i f y f o r t h e r e c o r d t h e o p e r a t o r s o f 

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

A. I n S e c t i o n 16, you have H a l l w o o d 

P e t r o l e u m . Then t o t h e s o u t h and e a s t , you have 

M e r i d i a n , and a l s o M e r i t t o t h e w e s t . 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Mexi c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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Q. A r e t h e s e w e l l o p e r a t o r s a l s o t h e owner o f 

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

t h e s e l a n d s o f f s e t t i n g t h e Con H a l e 2E w e l l ? 

A. Yes. 

Q . Who i s t h e owner o f t h e m i n e r a l i n t e r e s t s 

u n d e r t h e l a n d s d e d i c a t e d t o t h e Con H a l e 2E w e l l ? 

A. They a r e F e d e r a l m i n e r a l s . 

Q. I want you t o t u r n t o what has been marked 

as E x h i b i t No. 2 and ask you t o i d e n t i f y t h a t 

e x h i b i t . 

A. T h i s e x h i b i t d e p i c t s t h e c u m u l a t i v e and 

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

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

Q. I n what way i s t h e d a t a d e p i c t e d on t h i s 

e x h i b i t r e l e v a n t t o t h e a p p l i c a t i o n f o r downhole 

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

A. What t h i s shows i s t h e o f f s e t t i n g w e l l s 

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

The w e l l i n S e c t i o n 16 o p e r a t e d by H a l l w o o d p r o d u c e d 

a b o u t 80 Mcf a day. And t h e o t h e r Dakota w e l l s a r e 

s h u t i n o r have been c o n v e r t e d t o P.C. w e l l s . 

Q. Would you b r i e f l y d e s c r i b e t h e d r i l l i n g 

and c o m p l e t i o n h i s t o r y o f t h e Con Ha l e #2E w e l l . 

A. Yes. The Con Ha l e 2E was d r i l l e d i n 1984, 

c o m p l e t e d i n t h e Dakota i n J u l y o f t h a t y e a r , w i t h an 

CUMBRE COURT REPORTING 
P.O. BOX 9262 

Santa Fe, New Mex i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 
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I . P . o f a p p r o x i m a t e l y 1.7 m i l l i o n c u b i c f e e t o f gas, 

0 w a t e r . 

They came back a y e a r l a t e r i n O c t o b e r o f 

'85 and c o m p l e t e d t h e G a l l u p , making i t a d u a l 

c o m p l e t i o n . The G a l l u p came i n f o r 190 Mcf, 13-1/2 

b a r r e l s o f o i l , and t h e w e l l was c o m p l e t e d w i t h a 

p a c k e r s e t a t 6430 and d u a l s t r i n g s o f 1-1/2 t u b i n g . 

Q. What i s t h e c u r r e n t s t a t u s o f t h e w e l l ? 

A. The c u r r e n t s t a t u s i s t h e Dakota i s 

n o n p r o d u c t i v e due t o l i q u i d l o a d u p , and t h e G a l l u p i s 

p r o d u c i n g a p p r o x i m a t e l y 150 mcf a day. 

Q. Now t u r n t o wha t ' s been marked as E x h i b i t 

No. 3 and i d e n t i f y t h a t e x h i b i t . 

A. T h i s i s t h e c u r r e n t w e l l b o r e s c h e m a t i c and 

w e l l h i s t o r y o f t h e Con H a l e 2E. 

Q. Would you a g a i n b r i e f l y d e s c r i b e t h e 

p h y s i c a l c h a r a c t e r i s t i c s o f t h e w e l l b o r e and t h e 

manner i n w h i c h i t has been c o m p l e t e d t o e f f e c t 

s e p a r a t e p r o d u c t i o n f r o m t h e G a l l u p and Dakota zones? 

A. Yeah. There was a p a c k e r s e t i n between 

t h e G a l l u p and Dakota zone, t h e Dakota p r o d u c i n g f r o m 

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

t h e 1-1/2 above t h e p a c k e r . 

Q. And how do you p r o p o s e t o e f f e c t t h e 

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

CUMBRE COURT REPORTING 
P.O. BOX 9262 
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and Dakota zones i n t h i s w e l l b o r e ? 

A. B o t h s t r i n g s o f 1-1/2 t u b i n g w i l l be 

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

1-1/2 w i l l be r u n i n t o t h e D a k o t a , and t h e w e l l w i l l 

be p l a c e d on p l u n g e r l i f t . 

Q. Assuming t h a t downhole c o m m i n g l i n g i s 

a u t h o r i z e d , a r e t h e r e any f l u i d - s e n s i t i v e sands t h a t 

-- w i l l t h e f l u i d - s e n s i t i v e sands be a d e q u a t e l y 

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

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

A. Yes. 

Q. Now, t u r n t o what's been marked as E x h i b i t 

No. 4 and i d e n t i f y t h a t e x h i b i t . 

A. E x h i b i t No. 4 i s t h e gas and w a t e r 

a n a l y s i s on t h e Dakota and G a l l u p zone i n t h e Con 

Ha l e 2E. 

Q. Who t o o k t h e samples? 

A. The gas a n a l y s i s and w a t e r a n a l y s i s were 

t a k e n by Gas A n a l y s i s S e r v i c e i n F a r m i n g t o n , and t h e 

w a t e r was t a k e n by t h e s i s t e r company, Water A n a l y s i s 

T e s t i n g . 

Q. Who a n a l y z e d t h e samples? 

A. The same. 

Q. The same e n t i t i e s ? 

A. The same. 

CTJMBRE COURT REPORTING 
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Q. When were t h e s e samples t a k e n ? 

A. December 16, 1993. 

Q. And when were t h e y a n a l y z e d ? 

A. December 20, 1993. 

Q. When d i d you r e c e i v e t h e r e s u l t s o f t h e 

a n a l y s i s ? 

A. December 20, 1993. 

EXAMINER STOGNER: I'm s o r r y , what? 

THE WITNESS: December 20, 1993. 

Q. (BY MR. ROBERTS) W i t h r e s p e c t t o t h e ga 

a n a l y s i s f o r each zone, what components o r f a c t o r s 

were a n a l y z e d ? 

A. The gas n i t r o g e n , c o

2 ' a n d a 1 1 t h e 

h y d r o c a r b o n c o n s t i t u e n t s were a n a l y z e d f o r t h e gas. 

Q. W i t h r e s p e c t t o t h e w a t e r a n a l y s i s f o r 

each zone, what p a r a m e t e r s were t e s t e d ? 

A. Sodium, p o t a s s i u m , c a l c i u m , magnesium, 

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

Q. Would you b r i e f l y summarize t h e r e s u l t s 

t h e gas a n a l y s i s and t h e w a t e r a n a l y s i s ? 

A. Yeah. From E x h i b i t 4, t h e gas a n a l y s i s 

f o r each zone a r e v e r y s i m i l a r . They b o t h c o n t a i n 

s m a l l amounts o f n i t r o g e n and C0 2. The h y d r o c a r b o n 

c o n s t i t u e n t s f r o m methane t o hexane p l u s s e s a r e 

s i m i l a r . The B t u c o n t e n t f o r each zone -- f o r t h e 
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D a k o ta i s 1246, f o r t h e G a l l u p i s 1256; so t h e y ' r e 

v e r y s i m i l a r . 

Q. Based on t h i s a n a l y s i s and y o u r r e v i e w o f 

t h e a n a l y s e s , a r e t h e f l u i d s f r o m each zone 

c o m p a t i b l e ? 

A. Yes. 

Q. I n y o u r o p i n i o n , w i l l c o m b i n i n g f l u i d s 

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

damage e i t h e r zone? 

A. No. 

Q. I n y o u r o p i n i o n , w i l l t h e c o m b i n a t i o n o f 

gaseous and l i q u i d h y d r o c a r b o n s i n t h e w e l l b o r e 

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

c r e a t e o p e r a t i o n a l p r o b l e m s ? 

A. No. 

Q. L e t ' s have you t u r n now t o wha t ' s been 

marked as t h e A p p l i c a n t ' s E x h i b i t No. 5, and p l e a s e 

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

A. E x h i b i t No. 5 a r e t h e downhole p r e s s u r e 

t e s t s r u n by T e f t e l l e r f o r b o t h t h e Dakota and G a l l u p 

zones. 

Q. What was t h e d a t e o f t h e t e s t on each 

zone? 

A. J a n u a r y 20, 1994. 

Q. Would you b r i e f l y d e s c r i b e t h e t e s t 
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p r o c e d u r e ? 

A. We r u n downhole p r e s s u r e bombs on w a t e r 

l i n e , t a k i n g g r a d i e n t s as we go i n t h e h o l e t o 

d e t e r m i n e t h e b o t t o m h o l e p r e s s u r e o f each zone. 

Q. B r i e f l y d e s c r i b e t h e r e s u l t s o f t h e t e s t . 

A. The Dakota zone showed a t m i d - p e r f , w h i c h 

was 6863, a b o t t o m h o l e p r e s s u r e o f 718 pounds, and 

t h e G a l l u p a t m i d - p e r f a t 6841 showed a p r e s s u r e o f 

591 pounds. 

Q. G i v e n t h e r e s u l t s o f t h e p r e s s u r e t e s t i n g , 

i n y o u r o p i n i o n , w i l l c r o s s - f l o w o c c u r between t h e 

zones t o be commingled? 

A. No. 

Q. B r i e f l y summarize t h e p r o d u c t i o n h i s t o r y 

f o r each zone c o m p l e t e d i n t h i s w e l l . 

A. The Dakota came i n a t a b o u t 1.7 m i l l i o n 

and has had a b a s i c d e c l i n e r a t e o f 8 p e r c e n t p e r 

y e a r . And t h e cum o f t h e Dakota up u n t i l t h i s p o i n t 

i s 102 m i l l i o n and i s n o n p r o d u c t i v e a t t h i s t i m e . 

The G a l l u p has a c u m u l a t i v e o f 194 m i l l i o n 

and i s c u r r e n t l y p r o d u c i n g 100 Mcf a day. 

Q. L e t ' s have you r e f e r t o what you have 

marked as A p p l i c a n t ' s E x h i b i t No. 6 and ask you t o 

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

A. These a r e t h e d e c l i n e c u r v e s f o r t h e l a s t 
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f o u r y e a r s on. The f i r s t one t h e r e i s t h e D a k o t a , 

s h o w i n g r e d u c e d p r o d u c t i o n m i d - ' 9 1 . And t h e second 

i s t h e d e c l i n e c u r v e f o r t h e Con H a l e - G a l l u p zone. 

Q. What i s t h e t h i r d page a t t a c h e d t o E x h i b i t 

No. 6? 

A. I t ' s a t a b u l a r f o r m on each zone s h o w i n g 

t h e m o n t h l y p r o d u c t i o n s i n c e J a n u a r y o f 1990. 

Q. I b e l i e v e you t e s t i f i e d as t o t h e a n n u a l 

r a t e o f d e c l i n e f o r t h e Dakota zone. What i s t h e 

a n n u a l r a t e o f d e c l i n e f o r t h e G a l l u p zone? 

A. 9 p e r c e n t . 

Q. Now t a k e a t u r n t o wha t ' s been marked as 

A p p l i c a n t ' s E x h i b i t No. 7. Would you p l e a s e i d e n t i f y 

t h a t e x h i b i t . 

A. No. 7 i s t h e C-116 G a s - O i l R a t i o T e s t f o r 

t h e W i l d c a t G a l l u p zone on t h e Con H a l e 2E. 

Q. Who c o n d u c t e d t h a t t e s t ? 

A. Snyder f i e l d p e r s o n n e l . 

Q. When was i t t a k e n ? 

A. T h i s t e s t was t a k e n a t 4-11-93. 

Q. Do you have a s i m i l a r t e s t f o r t h e Dakota 

f o r m a t i o n ? 

A. No, I do n o t . 

Q. And why n o t ? 

A. Because i t ' s n o n p r o d u c t i v e . 
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Q. Why i s t h e r e n o t a more c u r r e n t t e s t f o r 

t h e G a l l u p zone? 

A. T h i s i s t h e l a s t one t h a t Snyder p r o v i d e d 

t o me i n t h e C-116 f o r m . They have t a k e n s u b s e q u e n t 

t e s t s t o show t h a t t h i s p r o d u c t i o n i s t h e same. 

Q. Would you b r i e f l y d e s c r i b e t h e t e s t 

p r o c e d u r e ? 

A. B a s i c a l l y , t h e y t a k e -- i t ' s a s c h e d u l e d 

t e s t , y e a r l y t e s t , where t h e y j u s t r e a d t h e c h a r t . 

Q. What were t h e r e s u l t s o f t h e t e s t ? 

A. They had 80 Mcf a day o f gas, 1.2 b a r r e l s 

o f w a t e r , and 1.5 b a r r e l s o f o i l . 

Q. I ' d have you r e f e r t o A p p l i c a n t ' s E x h i b i t 

No. 8 and ask you t o i d e n t i f y t h a t e x h i b i t . 

A. These were s e v e r a l economic s c e n a r i o s t h a t 

I r a n on t h e commingled G a l l u p and Dakota zones and 

one f o r uncommingled G a l l u p . 

Q. What was t h e p u r p o s e o f t h i s a n a l y s i s ? 

A. I t was t o show t h a t a d d i t i o n a l r e s e r v e s 

w o u l d be added i f c o m m i n g l i n g t o o k p l a c e , and t o show 

t h a t t h e economic v a l u e o f i t was enhanced by 

c o m m i n g l i n g . 

Q. What f a c t o r s d i d you c o n s i d e r i n 

p e r f o r m i n g t h i s economic a n a l y s i s ? 

A. We used t h e p r o d u c t i o n h i s t o r y , d e c l i n e -
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c u r v e a n a l y s i s and p r o j e c t e d f u t u r e p r o d u c t i o n . We 

h e l d gas p r i c i n g a t $2 c o n s t a n t t h r o u g h t h e l i f e o f 

t h e p r o j e c t and e s c a l a t e d o p e r a t i n g c o s t a t 10 

p e r c e n t p e r y e a r . 

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

A. The a n a l y s i s showed t h a t t h e Dakota has a 

r e m a i n i n g 285 m i l l i o n c u b i c f e e t o f gas, and i f i t 

were t o be commingled, and t h e G a l l u p has an 

a d d i t i o n a l 390 m i l l i o n , t h e uncommingled G a l l u p w o u l d 

have an a d d i t i o n a l 286 m i l l i o n . 

Q. I n y o u r o p i n i o n , can t h e Dakota zone be 

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

t h e G a l l u p zone? 

A. No. 

Q. Do p r o d u c t i o n h i s t o r i e s o f t h e s e zones and 

r e s u l t s o f y o u r economic a n a l y s i s s u p p o r t y o u r 

o p i n i o n ? 

A. Yes. 

Q. I n y o u r o p i n i o n , w i l l t h e v a l u e o f t h e 

commingled p r o d u c t i o n be a t l e a s t e q u a l t o t h e sum o f 

v a l u e s o f p r o d u c t i o n f r o m t h e i n d i v i d u a l zones? 

A. Yes. 

Q. I s t h e o w n e r s h i p o f t h e s e two zones common 

w i t h r e s p e c t t o w o r k i n g i n t e r e s t , r o y a l t y i n t e r e s t , 

and o v e r r i d i n g r o y a l t y i n t e r e s t s ? 
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A. No. 

Q. L e t me have you r e f e r t o what you've 

marked as A p p l i c a n t ' s E x h i b i t No. 9 and ask you t o 

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

A. Okay. E x h i b i t No. 9 i s t h e f o r m u l a f o r 

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

Q. What p e r c e n t a g e o f t h e c o n f i n e d gaseous 

h y d r o c a r b o n p r o d u c t i o n do you p r o p o s e be a l l o c a t e d t o 

each zone? 

A. Okay. For t h e l i q u i d h y d r o c a r b o n s , t h e 

G a l l u p zone w o u l d r e c e i v e 72 p e r c e n t , and t h e Dakota 

w o u l d r e c e i v e 28 p e r c e n t . For t h e gaseous 

h y d r o c a r b o n s , t h e G a l l u p w o u l d r e c e i v e 58 p e r c e n t and 

t h e D a k ota 42 p e r c e n t . 

Q. What f a c t o r s o r d a t a d i d you c o n s i d e r o r 

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

f o r m u l a ? 

A. T h i s i s s t r i c t l y a p r o d u c t i o n method o f 

a l l o c a t i o n , t a k i n g i n t o a c c o u n t f u t u r e r e s e r v e s . 

Q. Can you d e s c r i b e t h a t p r o c e s s i n more 

d e t a i l ? 

A. Yeah. You j u s t , f r o m d e c l i n e c u r v e 

a n a l y s i s , f o r e c a s t i n g r e s e r v e s , you g e t f u t u r e 

r e s e r v e s f r o m b o t h o i l and gas f o r t h e Dakota and 

G a l l u p zones, and w i t h -- you add t h e two t o g e t h e r t o 
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by t h e t o t a l t o g e t t h e p e r c e n t a g e s . 

Q. I n y o u r o p i n i o n , does t h e p r o p o s e d 

a l l o c a t i o n f o r m u l a a d e q u a t e l y and e q u i t a b l y p r o t e c t 

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

zones? 

A. Yes. 

Q. Mr. W i l b a n k s , i n y o u r o p i n i o n , w i l l t h e 

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

o f c o n s e r v a t i o n and r e s u l t i n t h e p r e v e n t i o n o f wast 

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

A. Yes. 

Q. Were E x h i b i t s Nos. 1 t h r o u g h 9 e i t h e r 

p r e p a r e d by you o r a t y o u r d i r e c t i o n o r unde r y o u r 

s u p e r v i s i o n ? 

A. Yes. 

MR. ROBERTS: Mr. Examiner, I move t h e 

a d m i s s i o n o f A p p l i c a n t ' s E x h i b i t Nos. 1 t h r o u g h 9. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 9 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. ROBERTS: I have no o t h e r q u e s t i o n s 

f o r t h i s w i t n e s s , b u t as a f i n a l m a t t e r , I w o u l d l i k 

t o p l a c e i n t o t h e r e c o r d what has been marked as 

A p p l i c a n t ' s E x h i b i t No. 10, w h i c h i s an a f f i d a v i t 

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

n o t i f i c a t i o n o f o f f s e t o p e r a t o r s and owners o f o f f s e t 

l e a s e s , as w e l l as t h e Bureau o f Land Management, and 

I w o u l d move i t s a d m i s s i o n . 

EXAMINER STOGNER: E x h i b i t 10 w i l l be 

a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

MR. ROBERTS: T h a t ' s a l l we have on 

D i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. W i l b a n k s , you s a i d t h a t t h e o w n e r s h i p 

was d i f f e r e n t . C o u l d you go i n t o a l i t t l e more 

d e t a i l on how t h a t i s s e p a r a t e d ? 

A. Yes, s i r . Okay. For t h e D a k o t a , t h e 

w o r k i n g i n t e r e s t owners a r e Snyder. Do you want 

p e r c e n t a g e s ? 

Q. A r e t h e y p r e s e n t e d ? Maybe I m i s s e d them. 

A. No, t h e y a r e n ' t p r e s e n t e d . 

EXAMINER STOGNER: Why d o n ' t you p r e s e n t 

t h a t i n t h e f o r m o f an e x h i b i t , Mr. R o b e r t s ? 

MR. ROBERTS: Okay. 

MR. STOVALL: L e t ' s g e t on t h e r e c o r d , 

t h o u g h , j u s t y o u r d e s c r i p t i o n , b r i e f l y . I s i t a 

d i f f e r e n c e i n who t h e y a r e , o r i s i t j u s t a 

d i f f e r e n c e i n t h e p e r c e n t a g e s t h e y own i n d i f f e r e n t 
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zones? 

THE WITNESS: I t i s b o t h . 

MR. STOVALL: Both? 

THE WITNESS: Snyder has an i n t e r e s t i n 

t h e D a k o ta and does n o t have an i n t e r e s t i n t h e 

G a l l u p . And t h e o t h e r -- w e l l , I can j u s t r u n 

t h r o u g h i t , i f you want. 

MR. STOVALL: Why d o n ' t you r u n t h r o u g h i t 

r e a l q u i c k l y so t h e e x h i b i t i s s u p p o r t e d by y o u r 

t e s t i m o n y . 

THE WITNESS: Okay. On t h e D a k o t a , Snyder 

MR. STOVALL: I ' d j u s t say r e a d i t o f f 

l i k e a l i s t . Read i t s l o w enough so she can g e t i t . 

THE WITNESS: Okay. Snyder has 7.68 

w o r k i n g i n t e r e s t . SoCo LTP L i m i t e d P a r t n e r s h i p , 

w h i c h i s a Snyder a f f i l i a t e , has 30.72 p e r c e n t . 

C o n s o l i d a t e d O i l & Gas owns 14.4. Samson h o l d s 

43.2. And S i e g e l O i l & Gas h o l d s 4 p e r c e n t . 

MR. STOVALL: T h a t was Dakota? 

THE WITNESS: T h a t was D a k o t a . And t h e 

G a l l u p , C o n s o l i d a t e d h o l d s 24 p e r c e n t , Samson h o l d s 

72 p e r c e n t , and S i e g e l h o l d s 4 p e r c e n t . 

MR. STOVALL: R o y a l t y and o v e r r i d e s a r e 

t h e same? 
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THE WITNESS: Yes. 

Q. (BY MR. ROBERTS) Mr. W i l b a n k s , were t h e s e 

owners n o t i f i e d o f t h i s h e a r i n g ? 

A. Yes. 

Q. D i d you have any r e s p o n s e f r o m them? 

A. No n e g a t i v e r e s p o n s e . 

MR. ROBERTS: Thank you. I w i l l have an 

e x h i b i t p r e p a r e d and s u b m i t i t as an e x h i b i t . 

EXAMINER STOGNER: Thank y o u , Mr. 

R o b e r t s . 

Q. I n r e f e r r i n g t o y o u r p r o d u c t i o n , I show 

t h a t t h e D a k ota h a s n ' t p r o d u c e d s i n c e , i t l o o k s l i k e 

F e b r u a r y o r J a n u a r y o f '93. Was t h a t s h u t i n , o r d i d 

i t j u s t n o t have t h e a b i l i t y t o pr o d u c e ? 

A. No. I t j u s t d i e d . 

Q. I t j u s t d i e d ? 

A. Because o f l i q u i d . They t r i e d t o swab i t 

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

Q. Has a t any t i m e d u r i n g t h e p r o d u c i n g l i f e 

o f t h e D a k o t a , has i t been on any k i n d o f l i f t ? 

A. No. 

Q. So y o u r a l l o c a t i o n f o r m u l a s and 

p e r c e n t a g e s a r e based more on r e s e r v e s as opposed t o 

a c t u a l p r o d u c t i o n f i g u r e s , o r d i d you u t i l i z e any 

k i n d o f h i s t o r y o f any o t h e r commingled w e l l s w i t h i n 
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t h e a r e a ? 

A. I n t h e i m m e d i a t e a r e a , t h e r e a r e no o t h e r 

c o m m i n g l e d w e l l s i n t h e G a l l u p and Da k o t a . I based 

my f o r m u l a s s t r i c t l y on f u t u r e v a l u e o f each zone. 

Q. I'm s o r r y , f u t u r e v a l u e ? 

A. W e l l , f u t u r e r e s e r v e s , yeah. 

Q. W i t h no s c i e n t i f i c r e a s o n i n g as f a r as t h e 

a b i l i t y t o p r o d u c e ? 

A. W e l l , yeah. You're u s i n g t h e d e c l i n e -- I 

mean, you l o o k a t t h e Dakota and l o o k a t what i t was 

p r o d u c i n g b e f o r e i t had l i q u i d b u i l d u p and d i e d , and 

you j u s t f o r e c a s t t h o s e r e s e r v e s f r o m t h a t p o i n t . 

Q. But you have no e v i d e n c e o u t t h e r e t h a t , 

o r any p a s t e x p e r i e n c e o u t t h e r e t h a t t h a t w i l l 

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

and c o m m i n g l i n g o c c u r s ? 

A. The a c t u a l f i e l d e x p e r i e n c e i n t h e 

i m m e d i a t e area? 

Q. Yes. 

A. No. 

Q. I s t h e G a l l u p zone a m a r g i n a l p r o d u c e r , o r 

has i t been s h u t i n f o r h i g h g a s - o i l r a t i o o r h i g h 

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

A. I t i s c h a r a c t e r i z e d as a gas zone. 

Q. B u t you show 4 0 - a c r e -- am I t o u n d e r s t a n d 
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i t has 40 a c r e s d e d i c a t e d t o i t ? 

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

Q. And i t ' s a gas? T h a t ' s an o i l w e l l , i s n ' t 

i t ? 

A. Yeah, t h a t ' s an o i l w e l l . 

Q. Now I'm more c o n f u s e d . 

A. I do n o t b e l i e v e i t has been s h u t i n , i n 

th e p a s t , due t o h i g h g a s - o i l r a t i o s , b u t I d o n ' t 

know f o r s u r e . 

Q. I s i t on p l u n g e r l i f t , t h e G a l l u p 

p r o d u c t i o n ? 

A. No. N e i t h e r one i s on any t y p e o f 

a r t i f i c i a l l i f t a t t h i s t i m e . 

Q. Have you been i n c o n t a c t w i t h o u r A z t e c 

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

A. Yes. 

Q. What was y o u r r e s p o n s e f r o m them? 

A. They had no p r o b l e m w i t h i t . 

Q. D i d you d i s c u s s t h e a l l o c a t i o n f o r m u l a 

w i t h them? 

A. I d o n ' t b e l i e v e t h e a l l o c a t i o n f o r m u l a was 

d i s c u s s e d . 

Q. T h i s i s an i n f i l l w e l l i n t h e B a s i n Dakota 

P o o l ; i s n ' t i t ? 

A. T h a t ' s c o r r e c t . 
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Q. I s t h e o r i g i n a l w e l l s t i l l p r o d u c i n g ? 

A. No. I t has been c o n v e r t e d t o PC, t h e one 

i n t h e n o r t h e r n p a r t o f t h e s e c t i o n . 

Q. Do you p l a n t o p u t t h i s on a p l u n g e r l i f t 

i f t h i s a p p l i c a t i o n i s approved? 

A. Yes, s i r . 

Q. I m m e d i a t e l y ? 

A. Yes, s i r . 

Q. I s t h e l o w e r zone, i n t h i s case b e i n g t h e 

Da k o t a , do you know i f i t ' s f l u i d - s e n s i t i v e as f a r as 

w a t e r ? 

A. I t i s n o t . 

EXAMINER STOGNER: Do you have any o t h e r 

q u e s t i o n s o f t h i s w i t n e s s , Mr. S t o v a l l ? 

MR. STOVALL: I d o n ' t . 

EXAMINER STOGNER: I d o n ' t have enough 

i n f o r m a t i o n i n f r o n t o f me t o ask any more q u e s t i o n s , 

Mr. R o b e r t s ; so a t t h i s t i m e I ' l l t a k e t h i s case 

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

MR. ROBERTS: I f you have o t h e r a r e a s 

s p e c i f i c a l l y where you need more i n f o r m a t i o n , we can 

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

EXAMINER STOGNER: I ' l l have t o l o o k a t 

our own r e c o r d s and make my d e t e r m i n a t i o n a f t e r 

r e v i e w i n g t h o s e and w i t h t h e i n f o r m a t i o n t h a t ' s 
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p r o v i d e d t o d a y . 

MR. ROBERTS: Okay. 

EXAMINER STOGNER: W i t h t h a t , Case No. 

10908 w i l l be t a k e n u n d e r a d v i s e m e n t . 

(A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ) 

MR. STOVALL: Mr. R o b e r t s , i n r e v i e w i n g a 

l i t t l e b i t w i t h Mr. S t o g n e r , t h e q u e s t i o n s , and he 

want s t o do some c h e c k i n g as t o some c o n c e r n s he's 

g o t , i f we f i n d t h a t t h e r e ' s a p r o b l e m o r s o m e t h i n g 

t h a t t h e D i v i s i o n r e c o r d s w i l l r e v e a l , w e ' l l n o t i f y 

y ou and, i f n e c e s s a r y , g i v e you t h e o p p o r t u n i t y t o 

r e o p e n and a d d r e s s s p e c i f i c c o n c e r n s . 

MR. ROBERTS: I a p p r e c i a t e t h a t . 

MR. STOVALL: A t t h e moment, we're n o t 

q u i t e s u r e what t h e c o n c e r n s a r e ; so we c a n ' t g i v e 

you s p e c i f i c s t o d e a l w i t h . 

MR. ROBERTS: T h a t ' s what I was c o n c e r n e d 

a b o u t i s h a v i n g an o p p o r t u n i t y t o a d d r e s s t h o s e 

c o n c e r n s when t h e y ' r e i d e n t i f i e d . A p p r e c i a t e i t . 

MR. STOVALL: We w i l l do t h a t , i f 

n e c e s s a r y . 

CUMBRE COURT REPORTING 
P.O. Box 9262 

Santa Fe, New Mex i c o 85704-9262 
(505) 984-2244 FAX: 984-2092 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

2 3 

24 

2 5 

27 

CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) s s . 

COUNTY OF SANTA FE ) 

I , Deborah O'Bine, 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 , HEREBY CERTIFY t h a t I 

caused my n o t e s t o be t r a n s c r i b e d u n d e r my p e r s o n a l 

s u p e r v i s i o n , and 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 i s a 

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

h e a r i n g . 

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

i n v o l v e d i n t h i s m a t t e r and t h a t I have no p e r s o n a l 

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

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

WITNESS MY HAND AND SEAL, F e b r u a r y 20, 

1994 . 

DEBORAH O'BINE 
CCR N o . 63 
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