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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
15 February 1984

EXAMINER HEARING

IN THE MATTER OF:

Application of Jerome P. McHugh for CASE
downhole commingling, Rio Arriba 8041

County, New Mexico.

BEFORE: Richard L. Stamets,

Examiner
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'MR. . STAMETS: We'll call next
Case 8041.
"MR. PEARCE: That case is on

the,vapplicafién-of Jerome P. McHugh*fdr,downhole, comming-

zling, Rio Arriba County, New.Méxicof

MR. . ROBERIS: My name is Tommy

Roberts, on behalf of the applicant, Jerome P. McHugh.

I have ohe witness to be sworn.
MR.. PEARCE: Are there other

appearances in this matter?

(Witness sworn.)
JOHN ROE, - . .
being called as a witness and beiﬁgfduly sworn upon his

.

oath;ftestified as follows, td—wit;‘.n

DIRECT EXAMINATION

BY MR. ROBERTS:

Q : . Would you state YOuf qame,'please?
A ; My name is JohﬂrRée.
0 ‘ : And.youf place Qﬁlrésidénée ahé your oes
cupation?
‘A__f'_ I live in Farmington; New-Mexico. I'm a

petroleum. .engineer employed by Dugan Productién;and we're

representing>Jerome P. McHugh.
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Q , Have you testified”on previous occasions
béfbre tﬁe NewiMexiéo 0il Qénservaﬁion Division? |
:A ‘  'v Yes, I ha&e;
ngF-  ;  And are you familiar with tﬁe applicatioﬁ
in this éasé?‘v : | |
A " .Yes, I am.
| MR. ROBERTS; Mr. Examiner, are
Mr. Roe's éualifications as an,ex?érﬁjin{the field of petro-
leum quineefiné é matter of record ana acceptablé?
. MR. STAMEfSE‘ ves.

0 4 ~ Mr. Roe, WouldlydU~btiefiy state the pur-

" pose of this application?.

. A . We are?ﬁaki£§’éppiiéagion‘td_the 0il Con-
servation Divisibn.to chm;nglg yithiﬁ_the wellbore produc-
tion from -320-acre spaced Gévilsﬁ Ménéos aﬁdZBéO;ééfe. Basin
Dakota. This.wpuld be coﬁhingled'dSthole Withiﬁ the well-
bore Qf'the Nati?e Son No. 2,-which is‘oberated by Jerome P.
McHugh. |

This well is iocated in Unit M of Section
27, TOWnshivaS Nofth, Raﬁge Z*West, ahdAthé production unit
27,-
0 " Mr. Roe, would yo@jfefef to yéur Exhibit
Number One and identify thét exhibit?
; A Okay. ﬁkhibit Number One is a plat on

which we've indicated the various leases within the prora-

.tion unit_for the Native Son No. 2, and as I indicated, that
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was the south half -of Sectioh 27 and in addition we've indi-
cated‘ the”ownetship of the immediately adjacent offsetting
leaees. |

As a matter'of interest, Jerome P. McHugh

and Dugan Productlon jointly own approx1mately 40 percent of

the acreage that does offset this proratlon unlt
| Q | Is this well located at a standard loca-
tion?
| A .A iYes, it 1is. |
MR.fﬁOBERTS:' Mrf.Examiner, for

the record at this p01nt I would llke to p01nt out that we

"hae recelved waivers of ob]ectlon to our request for admln-

-lstrative approval of this matter from all of the offset

opefators llsted here except Northwest Plpellne Corporation.

Q Mr. Roe, would you nQWgrefer to what's
been marked as Exhibit Number Two and ldentlfylthat exhibit
and explain its significahceé |

A - Yes. Exhibit Number Two is intended to

show the general area of the Natlve Son No. 2, the wells.

that are completed in the Gallup or Dakota and also the

wells that are currently commlngled w1th1n the Gallup and

- Dakota.

Indicated in the light blue dots would be

the Gallup or Mancos production that is current. The light

-- the green dots indicate wells that are currently

producing from the Dakota. . Indicated in the purple dots

‘would be wells that are currently commingled, both zones,

Gallup and Dakota, within the wellbore.
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"I have 1indicted outlined in orange the

:bOundary%'of the West'Lindrith'Gallup'Dakota; which is 1lo-

cated ‘approximately 8-1/2 miles to the west of the Native

lSon No. 2,'and outlined in red would be the fieldvboundaries

Tof the Ojlto Gallup Dakota ‘Field, - which is_approximately 8

miles to the northwest.
Also, I'dflike to ——‘indicated in the red
circles “would be wells that have some prodnction history

that we've utlllzed to draw an analogy to, and this " is a

fairly recently developed area, Very llttle Droddction

exists from the 1mmed1ate v1c1n1ty and we ve had to go " re-

. mote from,where we're at to develop-any product;on charac—

LA

teristics. ' S ' e . L
| - The wells that llve:used;for analogy I've
lndlcated'withla'red circle. |
Qo " Mr. Roe, are you able to draw any conclu-

sions - with regard to your appllcatlon 1n thls case from the

'_data that's reflected on thlS exhlblt : or is it merely " an

'1nformat10na1 type exh1b1t9

‘Aﬂ . Well it ba51cally is .intended ‘for just a

‘general 1dea of the area we re deallng w1th however, from

the eXhlblt it can be seen that w1th1n the lmmedlate vicin+

ity that we're calling ‘the Gav1lan'Mancos Basin Dakota Pool,

and the Native Son No. 2 is located within, there's eleven

wells: Of .these eleven wells five of them have previously

.been‘authoriZedyto:commingle prodnction wlthin the wellbore,

as we're requesting for thefNativelson'No.'2;~




10
11
12

13
14
15

- 16

17
18

19

20

21 |

22
23

24

25

Two of these have recently been before
the Commission to request permission to commingle. That

would be the Gav11an 1 and 1-E, located in the north half. of

-Section 26, and I am not aware that they have been' granted

permission to commingle downhole but they were heard. -
Gf the eleven, two of the wells were not

drilled " or have not been Completed:in the Dakota, and one

"of the wells has been drilled and the intentions are to com-.

‘plete in the Gallup Dakoat but as yet have not done sq.

So the majority of the wells 1n the imme-

diate v1c1n1ty are commlngled as we're asking for Native Son

-

-No. 2 'and commingling is a common occurrence’in the West

“Lindrith Gallup Dakota and all these are Gallup Dakota.

0 ; . hould you refer to Exhlblt Number Three

and identify it?

‘A’ SRS Exhibit Number Three is a reproduction of
the‘-open.“hole"inductioh_eleotric:logj that - was recorded
during the drilling process.. It was~logged on October 31st,
"83_" ' o A

| Exhibit Three iS'a oopy of this'loq over |
the Mahoos_interval.' We've.indioated'the perforatiohs, the
top Shot being at 6802 and the bottom perforation; 7485.,
| - We have oompleted_a 683—footrgross inter-

val and Within this 683—foot>gross interval we feel we've --

or attempted to develop 33 separate intervalsL . .Detailed

analysis of.the logsgixdicates there E 58 feet of pay within

this interval, of which 25 feet Of'lt would have reserv01r
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‘dharacteriStics'thatAi would expect it.ﬁo produce the major-

ity of the‘ﬁroduction.

| 33 feet would have.enough potential tﬁat
we -felt it was worth perforating bué.it'é;either too shaley
or'a.very thin éoﬁé and prQbablyuwili not significantly con-
tribute to reéer&es.. |

~ We do feel thdé'we have completed all of

o

"the potential that exists within the Manéos interval.

0 ' Refer:to:Exhibit Number Four and identify

that exhibit. -

A " o Okay. Y’Eghibit-N@mBer{FOu;_iS'g_copy of
the induCtiéh electric.log, thé.ééme'log.that was éresented
on our Exhibit Three but only ovér'ftﬁév'ﬁakota“ interval.
We've .indicated £he tdp ‘of the Dakota at 7825. Our
perforations. are indicated on the depth channel of the log,
the top-shot beéing at-7886 and the bottom at 7977.

| | | We've perforated'an.overall intérval of
91 feet. Within this- 9l-foot. interval we feel we've
de&éloped .seven sepérate and.distinct ihterva1s within the
Dékota. The Dakota is not wéll develdped at this location.
Detailed"}oéiéﬁglysiS-would indicate‘fifteen feet.of total
pay. Of ~ the fifteen féet, four.feet with an average‘

porosity of 8-1/4 percent would likely be fairly productive

'and. contribﬁte a most -- méjority of the production that

will come from the Dakota.
There's an additional eleven feet that we

feel ié_productive but not -- to :a léséer degree.
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0 . Is it you opihion that you have perfor-
ated all of the potentially productive intervals within the
Dakota'seotiomé

A | Yes, we have. There is a little interval

there right“at.80404that in other‘Wells_hss been of some in-

terest to us, -but each time we've perfOratearthis zone it's
proveﬁvto be water»productive.'i. .
r'So we. feel ‘we'lve. perforated _and Astimu—'
lated all 1ntervals that eXhlblt potentlal within the Dako—
Q ’ - Refer to EXhlblt Number Five and 1dent1fy
it and brlefly summarlze 1ts contents.

A Okay ; Exhibit Number Five is a copy of

our daily drilling -- of our deilyireports during the dril-

ling~ahd completionlprocess‘of.this well.
.To just highlight briefly, the well was

spudded on October_Bth, 1983." 9-5/8ths casing was cemented

‘at 224 feet with 135 sacks of cement.

~ During' the drilling process there were

several 1ntervals in the Mancos, beg1nn1ng on October 21st,

that we lost c1rculatlon. The exact volumes of mud that

were lost are 1ndlcated on the dally reports.

We had a severe- lost circulation at one

point in the well. This interval 1is 1nd1cated on Exhibit

' Number Three. We were able tofresumeedrillingtand TD'ed the -

well., We cemented.4el/2 inch, 11.6 pound casing at TD of

8133. We cemented this casing in three stages with a total
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of 2743 cubic feet of cement.
| o We began our cohpletion efforts on Novem=
ber‘.llth and 1nvolved perforatlng the Dakota and a lower

portlon of the Mancos. We fracture stimulated both inter-

- vals using ~a total of 60 000 gallons of jelled water and

67, 500 pounds of 20/40 sand.

We then perforated the main Mancos inter-

- val, whioh would‘be 6802 to;]OSﬂ;and we,fracture stlmulated

'this-'interval'~with a total. -of 70 000 gallons of ‘water,

89,500 pounds of 20/40 sand.

We began testlng of thelwell on November

14th w1th a swab unit and durlng the flrst day of swabbing

we started picking up a falrly good gas show, .whlch 4wou1d
indicate the well was g01ng to be better than mormal. Nor-
mally we don t start seelng hydrocarbons untll the third or
fourth day. .

" The well actually kioked off and flowed

on the fourth day and we were able to file a potential test

on November 18th,:‘refleoting‘a'daily rate of 233 barrels a

day from the Mancos and 440 Mcf a day, and from the Dakota

' 58 barrels a day, barrels of oil a day,aand 223 Mcf of gas a

.day. ..

Since we flled a potentlal on the well we

haye, under a temporary testing-allowable, we've flow tested

the well 1nterm1ttently, lattemptlng to clean the well up

_'from the frac load plus get.a better idea of what kind of

artificial lift equipment is going to .be .necessary. The
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weli will not flow up the tubing;i. it will flow up the
qasingl We're relﬁctantlﬁolflow;it'upAthe casing Dbecause
there is é_béraffin deposi£ion'that.occurs'fpdm both the
Mancos and the Dakota oils.

| .We ahticipg;e;hayinétto?inéﬁall artifi—

cial 1ift equipment and.cufréntlykﬁhe‘wéll is being iﬁter—

-mittently produced for evaluation purposes. We have',véry

.little storage on lease. It's“a small location and we're in

close . proximity to a residence and so we're not.even going

'to' leave the well_flowing‘up the casing for any Iength of

time, - jpst'because of limitéd storage and We don't want to
flow it up.tﬁé cagihg. | h A |

0 \ ;:Okay,,Mr, Roe, Woﬁlé you refer to Exhibit-
Number Six,Ablease; and idéntify that exhibit?
| | A ... Okay. .Exhibit Nﬁmber Six is a presenta-
tiOnIQf.what.Went‘ipto my éaiculatibh_of the estimate Qf ul-
timéteirecoveries frbm this'well;

. As I indicated, our initial potential was

" a  total of 291 barrels a day; 233 barrels a day from the

Mancos and 58 from the Dakota.

Utilizing some‘data from other wells in

the area,»which'were'presented oh Exhibit Number Two, we de-

"velopéd éome factors that --historically stabilized first

month's production,wouid -- would reflect a value that would
be approximately 42 percent of the reported initial poten-
tial.

ptilizing_dur 291'barrels a day, 42 per-
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cent of this wehld be.a‘valﬁe of 3700'barrels a month.
Also utlllzlng other wells we. developed’

an ant1c1pated production decllne that would be 40 percent

. for the flrst 3 1/2 years and then stablllze at 9 percent..

' UtlllZlng thlS trend of productlon, whlch 1s derlved u51ng

data from‘slx other wells, ultlmately we would expect re-

'ceveries from this well would-be 147,400 barrels of oil.

.This is‘_definitely:one“ of the better
we113'ln the general arear. It is.a real surprise‘to.us.

At any rate, thatfsAmuch better than we
ahticipated,l -

| 'Oh the seeond'page; well, - on the “firét

page,' bottoﬁ part under Item B; ‘we've detailed our efforts
to‘alloeate the reserves hetweeh the Dakota and the Mancos.
We've made a;voluﬁetric celculetion for the'Dakota interQal,
primarily beceuse we feels_thét vdlhmetrles give a fairlyl
representatlve number in the bakote.h

The Mancos. being fractured as it was and

probably more severely fractured 1n .this well than any other

well we've drllled as ev1denced by the~lost c1rcu1atlon

that we had,When'we drilled it, ,We've determined the Mancos

.reserves by subtracting that that would be allocated to the

- pakota from our anticipated ultimate recovery, utilizing our

decline trend that was established.fromieix~other wells.
71 This would indicate;that'ultimate recov-

eries from the Mancos would be 127,900-barrels of o0il, and

on the bottom part of the. second page of Exhibit Number Six
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I've eummariéed the reserVes.that are>presehted on Exhibit
Nuﬁber - Six and.ihdicated what'percent would:be'attributable
to eachazone. | % U . |

| of the total 147 400 barrels 87 peroent
of that would be comlng from the Mancos and 13 percent would
be attrlbutable to the Dakota. |

UtlllZlng data from the‘51x wells that

l've mehtioned_prevlously, plUs-the GOR data of wells in the
immediate; Vicinlty, we've establiehed our ultiﬁate'gas-re—
serVes, 1304.6 million to the Manoos and 68.2 million for
the Dakota. | R |

Utilizing those_reserVes we allocated 95

_peroent; of total_production’to the Mancos and 5 percent of

the total gas to. the Dakota. These pereentages are the al-"
location . factors that would propose to allocate production
of the commingled,stream.

anQ - l'lAre thesehallocation percentages-consis-
tent'withlother wells in the areaAwhich have béen authorized
for,doWhhole'oommihgling?

Y o Yes, theyjare; We'1l have oni our flnal
exhibit, I'have a summary of thoseé.. |

Also .attached, the latter two pages of

eExhibit' Numbert six, 'is a presentation of the actual 1log

analy51s that I've utlllzed -—vthat I derived the reservoir

parameters from, that went into the volumetrlc calculatlons.
0 f'l . Mr. Roe, in _Exhlblt‘81x you.have set

forth some -~ some predictions or some estimates of produc-
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tive potentiaj from this well. - . Would YOU expect this pro-

: ductive perfbfmadce of the welI‘tﬁatvidulpredict to ‘differ
if you were: required to domplete'and< produce . each zone

| separately?"

A : The actual:projéption I wouldn't expect

to be a whole lot different, as far as the 40 percent de-

'cline'and the 9'pérceht stable production;”'howeVer, our ul-

timate recoveries would be smaller by the amount of produc-

tion that we have estimated to be attributable to the Dakota

}for the reason tﬁat with the 4-1/2 inch, 11.6 pound >casing

and the need to artifically liftAeqch zone, or rod pump each

well, we do not believe that dual completion.is feasible, so
‘my forécast would not change but it would be a total -- ul-

timate recovery would be smaller.

’tQ 4 Please refer to Exhibit Number Seven and

identify that exhibit and explain'its significance to this

_apﬁlicatioh.

A " Okay. Exhibit Seven is, on the produc-
tion rate/time curve 22, reflecting 22 months of production
from the Gavilan No. 1, which is a well operated by North-

weSt Exploration in the northeast Quarter of Section 26, 25

'Nortﬁ, 2 -West.. This is a well approximately 1.7 miles to

" the northeast of the Native Son. We've indicated the pro—r

duction performance to‘date,- and as you can see, the first
22 months>~the production has continued to improve. It's
currently averaging right at 100 barrels a day.

I have also, on this'production plot, in-
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dicated our predicted future pr@duc%ibﬁ‘férrihe Native .Son
No. 2¢léﬁd as I've indicated, I“hﬂﬁtiliéing a 40.percent én—
nual decline rate for théﬁfiréf 3;1/2'§éars aﬁd_%héh a stab-
iliéed decline fafe of 9.per¢eht,¢whiéh;is some factors that
I a:rived at uti}fiing peruction’dafa from othér wells in
the general‘ aréa&that have qh adééﬁste length of time on
prpductionAto deﬁermine theseAfactérs. |

The six wells that I used to get these

factqfs_are‘presented on the -last three pages of -- that are

attached to Exhibit Number Seven.

Q. : - Please refer to-Exhibit Number Eight, Mr.
Roe, identify that exhibit.
A  Okéy. ~ Exhibit Number Eight is a tabula-

tion.,of the production and some'ofAthe4COmp1etion data for

all ;eleven_we11$ that have been completed in the immediate

area of thé Gavilan Mancos Basin Dakdta Pool that we're  --
that the Native Son No. 2 1is located.

- I've indicated on the tabulation the pro-

'duction” casing of the eleven wells -that have been cased,

none’ of them have been completed utilizing 4-1/2 inch - cas-

ing. Ourﬁweli}_ as I've indicated earlier, was spudded on

October 8th, 1983. It was the tenth well to be drilled.

There 1is one well that's been'drilled but not completed

siﬂce the Native Son No. 2 and there is also one well that's

’curréht1y|at TD and logging.

I've also indicépéd'in the righthand por- -

tion»df-ﬁﬁé tabulation the initial potentials that have been
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reported-- on the wells.that haVe ;éported IP's, rand. based

ﬁpon initial potential, éitﬁappéars the‘NativevSoniNo; 2 is

- -- will by far be the mosﬁ.prdductiye»WQllfin'the’ general

area.
Q': At the'time.the Native Son No. 2 Well was

spudded, What type of prqducﬁion,history did you have from

'ofher wells iﬁ the area?

"_A o - At the time the Native Son No. 2 was

. spudded the bnly well that had any susfainEd production ~ at

"~ all was the'GaVilah No;i 1, which thatfprqduction.history.is

presented on Exhibit Number Seven. -
Jerome P, Mcﬁugh had dbmpleted and had a-
very minor amount bf production from the six wells we have

previously,qberated; howevef; the six.welis that we operate,

 none' of them Wduid flow naturally and all required artifi-

cial 1ift. Rod pumps were.installed in the early“part of

Novembef‘(in ail'six wells. | And;soiat the timé we spudded
the 'Native“ Son, we basically‘had-the répdrted IP's and a
Véfy: minor amoﬁﬁf of prédﬁétionl' It reqdired swabbing to
refér'ta it;"We aid not expect a well of the quality of the
Native Son No. 2. | |

Q R | noté'frbm the daté contained in this
exhibit jthét it's common'pfoéedure téhset'4—l/2 inch casing
in this the of well. Dé you'gonéurrthat that's standard,
prudent operatiﬁg procedure ih-this:area?

A Yes, as I've indicated, of the eleven

- wells presented, nine of them were completed utilizing 4-1/2
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x?casingl We're in an area that -- that thére's many drilling'
" problems. We're looking at fairly expensive We;léi 4-1/2

casing is one of the methods that we've been using to con-

trol our cost.

o Mr. Roe, I don't believe you mentioned

- the second page of the attachment to this Exhibit Number

Eight. . Would you explain the reason for its inclusion with

_this'exhibit?

A . Okay. It is attached as a matter of re-
ferénce.f  It shows. the relative poéition_of the Native Son
No. 2. It's a'plat(, a map of the generalvarea, a little

larger scale than that‘thétYWas5§resentedbin the Exhibit

Number Two. The intention here was to show the location of

the Native Son No. 2 with respect to the offsetting wells.

We have both Gallup and Dakota completed
in the ET No. ‘i, which is 1oéated‘to the"nortﬁwéstvappréxi-
mately one mile. .

| | We have Gallup and Dakota iﬁ the Janet

No,'2.to the north'and also in the Janet No. 1 to the north-

east within the 'same section as the Native Son No. 2.

Gallup Dakota is also completed in both

' ~of the Northwest Exploration wells, “located in the north

'half'of SectidnA26 and also Gallup and Dakcta is being pro-

duced to the sO@th in the Mothér Lode and the Rightway.
o Let's move on to your Exhibit Number
Nine.. Identify -that exhibit,_plea;é.

A 7 4‘ﬂokay. Exhibit Number Nine is included
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for reference purposes. fWé'veﬁihdicated forithe five wells

- that Jerome P. McHugh has preViously received’ perm1551on to
”cohmingle production from the Gallup and -- or Mancos and

rDakota, we've indicated allocation factors that were author-

ized, 'the order numbers>thatfthose factors were authorized,

and also we've indicated the proposed allocation factors for

the Native Son No. 2.
Q -Mr. Roe, is ownership of the Mancos and
Dakota zones common?

A . . Yes, 'the ownership is. The production_

units, by v1rtue of a recently 1ssued Mancos, Gavilan Mancos

Pool, which w111 be effective March 1st of 1984 both units

‘are spaced on 320 and all’ ownership is common.

Q - - And to your knowledge there's no vertical

Separation or segregationbof ownership?
| h"_ . _.As our records, 4that is correct, accord-

ihg to our beSt~ihformatioh.

Q _ | Mr. Roe, do you have measuredAbottom hole
pressure tigures‘for either zone?

A~ We have not measured bottom hole pressure
in‘either zoneuin'the Natiue Son No. '2;1however,Awe do have

measured ‘bottom hole pressure recorded with the pressure

" build- -up in the Gavilan No. 1, which.is.located to the

northeast of the Native Son No,' 2, approximately 1.7 miles
to the nOrtheast; The'data:was -- utilizing the data that
was a: bottom hole pressure build up in both zones, working

that up, utlllZlng acceptable methods for ana1y21ng pressure
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build-up, we;vé establishedﬁéhéﬁ'thé'bofﬁoﬁ;hole‘preséure in
the Native Son No. 2 is 1690 psi at;amm{querf datum of
7144. | -

Also the preségie in the Dakéta would be -
2674‘psi‘a£ia mid*perf datum_of’7932@.. N

The "™ pressurés that.wéré recorded in the
Gavilan.Né; i;£a§e been found fo be fairly representative of
‘pressuréS'in ther‘wells that we've cohpleted and we have no
Ieason to think they would be different in the. Natiyei,Son
No. 2. | |

0 - In your opinion is there any daﬁéer of

grbss  f1ow between the zones dqe7§6~ pressure =-- to this
Apfeésdre diSparity?'.

A "1 Dbelieve "that cross flow will be no

problem. There dis a pressure gradient difference between

the two zonesj, howeVer, the pressure difference is within
that permitted by State law, State rules.

Q )  l{w6u1d you expect thé fluids to be pro-

duced from each zone to be coﬁpatible with one’ another?

A Yes. The oil and gas is-similar in qual-

ities. in both zones and we have no information that would

' suggest there's a ‘problem in commingling.

o . And are we dealing.with fluid' sensitive
sands: in these fdrmations which may be'subjeét té damage
from water or other‘produéed liqﬁidé?

A | No. Both zones were. stimulated with

water based fluids.
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Q - Mr. . Roe, ‘ﬁof a minute here I would like

- to have you address the ecoromics of the Dakota formation.

. First of ail based upon your estimate of
reServes, Wthh you ‘ve attrlbuted to the Dakota formation,
could you -- could you dlscuss economics of Dakota formation
completions in those terms ba51s°“ | |

A ' Yes. The Dakota formatlon with -- making

reference to Exhibit Number Six, we feel ultimately will re-
"sult 1in recovering 19;500 barrels“of oil and j68.2 million

cubic feet'of gas.

This -is a volume_of,oil that is definite-

ly commercial to recover, if you don‘t have to spend a lot

~of monhey to get to it. The average well ¢05t,~ if we were

required Dto drill only for Dakota production, isA'$625,OOQ

.forv‘wells. in this area, and they've rahged from a low of

about $450 000 to -a high of - $1.2 mllllon.

The Dakota does not have the potential
that would encourage anybody.to drill a well for Dakota

only. The Dakota,‘ our anticipationlbased upon our initial

potential of 58 barrels a‘day, if our 42. percent factor
‘holds, which -we have every reason to believe it kwill, we

would = expect early rates in the Dakota to be 24 barrels a

day and-deoLinekat a rate of 40 percent per year.

| So we.don't believe that the Dakota war-
rants deVelopment'on its own.i The only way .that the.Dakota
reserves will ever be realized is.eitherlcommingled with the

Mancos or produced at a later date at some time in the fu-
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Q . Would you-address the question - of the
feasibility ~of dually‘coméletiné'the well inside.4—1/2 inch
casing?. |

" A Okay. With the 4;1/2.inch casing and the
need to rod pump or artifiéially lift béth~zones, we  just
don't beliéQe'that it's feasible. Thé.largeSt string of
tubing that would fit inside the 11.6 pound 4-1/2 1is two
strings of .inch and anéuarter ihﬁérval joint tubing, and

there is no way-WE could artificially 1ift either zone effi-

ciently éhd theré is a substantial amount of gas .associated

with both zones, neither dhéﬂof'which;wpdld be an effective

. rod pump operatién below a packer.

In ‘addition to that, there's no wellhead.

equipment available to accep£ two strings of tubing on 4-1/2

casing.
| Q , " What Qould be your recommendation to the
applicant in this case in terés of operating procedure in
thé-évent this application is not granted?
A | Well, we -- we firmly believe that the
Mancos is the primar? objective in this area and so should
we.npt be allowea to commingle productién of the_Dakota with
the Mancos,' wé‘wéuld-have to temporarily abandon the Dakota
below some sort of a temporary plﬁg. 4:That production would
be delayed until some point'that the Mancos was depleted and
we .could go back to the Dakofa and cdmmingle it -- or not

commingle it. We would have t0»cbmp1ete it,  abandon the
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Mancos and then re-enter the Dakota.

L"So if we're n6t a11owéd'tQ.§omﬁing1e the
proddction, wefré baéica11y in a pdsition that we'd havé to
poétpone. the production of D;kdta reSefves'and that mayv
ﬁever occur. - )

| | No R Mr. Roe; in YQﬁr-opinion_will the com-
miﬁgiing' of pfodﬁction in the wellbore.of this.well result
in ﬁhe production of additional hydfocafbons, be in the best
interest of 'consefvgfion,' the pfétection~,of'\correlative
righté, and thejprevention Qwaastgﬁ, |

A’ 7.Yes, itbwill._

Q- i * Were ExhibiternéJthrouéh Nine eitﬁer
pfeparedlby you or étﬂyourvdirééﬁiéﬁ.and,under your supervi-
sion?  | . |

i ' Yes, ‘they were.

MR. ROBERTS: Move the admis-

~sion of. Exhibits One'thfodgh Ninéuénd we have no further

questions.

MR. = STAMETS: These exhibits

will be admitted.

CROSS EXAMINATION -

BY MR. STAMETS:

©Q . Mr. Roe,. are any of the Dakota wells in
this area gas wells?
‘A - The testing that we've had to date would

suggest that the Dakota is primariiy?oil in - the wellbores
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~ that we've potentialed it.

Q vi'Have you approached the‘District ~Office
tof.see about establishing a MahoOS—Dakota‘oii pool in this
afea?:dd'f - . L L . _

A " We -- that was addressed at‘the hearing
that we had to establish the temporary pool rules for the

Mancos. At - the same hearlng Northwest Plpellne ba51ca11y

’made that proposal that a- Mancos Dakota Pool be establlshed

We are not opposed to that and we do see
a need “to have the two pools_commingled. In our special
pool rules we requested permission;tophave*an administrative.'
procedure to commingle both zohes..

- | Now we did'not.supportbthe iestabiishing
the single pool‘that wodld be oommingled Mancos-Dakota.
There were several reasons we didn't'hut we Were in favor of
haVihg provisioh for_adhinistrative'commingling and that was
not addreSSed in the actual order that:Waslissued.

In speaking with Mr. Chavez, he felt that
the reason it wasn't necessary to.address any special provi-

sions ~for. commlngllng, was that the State rules properly

'handled that, and-thls would be an'example where the State

rules don't properly'handle'it for ‘administrative proce-

" dures.

We have the combined rate that exceeds
that that's perm1551ble under the State rules.' That would

be 50 barrels a day.

So I, 'dependeht.upon3howfthe performance
. o ] .
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"of the wells weré.early in the life, this.is a fraéturéd re-

servoir, I have a big concern that we're looking at some

fairly steep declines early in the life once the - well to

well interference starts occurring and I feel reasonably

certailn that'it will occur.

And so _dependent( upon how the future

drilling looks, I ‘think it would be our plan to come back to

the Commission and ask for some provisions for administra-
tive procedures. We did -~ have‘previously submitted an ap-

plicatibn on this well for an admihistrativé handling of

this, which was denied. 'It'é my uhdérstanding because of

the rates between the two wells were too low.
Q ' What would .your extra cost be if. you had

to set a bridge plug between the Mancos and Dakota at this

time and produce the Mancos aé‘a‘single until the rate de-

Clines substantiaiiy'below 233 barrels a day?
A v The extra cost probably would be in the
range of, ‘for setting‘thé plug and going back and getting

the plug out, I would say we'd be 1QQking:at $10~-to-20,000

Now, the problem that I would foresee in

that. would first off once the pressure had declinéd, in

" other words, we're on the verge of being outside the allow-

able pressure difference between the two zones, so at a

point -that we_allowéd additi¢na1 pressure dépletion in the
Mancos to occur, there would be'a greater pressure differ-

ence between the -two zones. At thét point:wé probably would
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not be able to use a conventional drllllng to g@t the brldge

plug out. We d have to be careful what klnd of a plug we

put'in thére,~ because we would run the risk of d01ng damage

to the Mancoé trylng to c1rcu1ate and drill after some pres-
sﬁre depletion has occurfea invthé Mancos and we fracture
éﬁimulate the.Mancbs,' i wouldn'#néxﬁeét’that We could‘gir—
culate,  SO anythinnge drilled“gp.wou1d pe_lost in £he Man-
cos. |
MR. STAMETS: Are there other
qgestioﬁs of the'Witness? He may;beféxéqsed.
| .Anythiﬂgffufyhér in this case?
fhe é%sé wili‘be’.takén under

advisement.

(Hearing‘conclﬁded.)
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