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1 EXAMINER CATANACH: At t h i s time, w e ' l l c a l l Case 

2 11173. 

3 MR. CARROLL: The a p p l i c a t i o n of W.M. Gallaway 

4 f o r downhole commingling, Rio A r r i b a County, New Mexico. 

5 EXAMINER CATANACH: Are there appearances i n t h i s 

6 case? 

7 MR. PADILLA: Mr. Examiner, my name i s Ernest L. 

8 P a d i l l a f o r the a p p l i c a n t . I have one witness t o be sworn. 

9 EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

10 W i l l the witness please stand t o be sworn i n . 

11 (Witness sworn.) 

12 MR. CARROLL: Be seated. 

13 A.R. KENDRICK, 

14 the witness h e r e i n , a f t e r having been f i r s t duly sworn 

15 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 : 

16 EXAMINATION 

17 BY MR. PADILLA: 

18 Q. Mr. Kendrick, f o r the record, please s t a t e your 

19 f u l l name. 

2 0 A. A.R. Kendrick. 

21 Q. Mr. Kendrick, where do you reside? 

22 A. Aztec, New Mexico. 

23 Q. What i s your connection t o the a p p l i c a n t i n t h i s 

24 case? 

25 A. I'm a consultant f o r Mr. Gallaway i n t h i s case. 
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1 Q. And i s Mr. Gallaway -- what's h i s f u l l name? 

2 A. W.M. Gallaway. "W.M. Gallaway" i s h i s operator's 

3 name. 

4 Q. And he's the operator of the p r o p e r t i e s and the 

5 w e l l under c o n s i d e r a t i o n here today? 

6 A. Yes, he i s the operator. 

7 Q. Mr. Kendrick, have you t e s t i f i e d before the O i l 

8 Conservation D i v i s i o n and had your c r e d e n t i a l s accepted as a 

9 matter of record? 

10 A. Yes, s i r . 

11 Q. How have you t e s t i f i e d before, i n what capacity? 

12 As a petroleum engineer or pro d u c t i o n engineer? 

13 A. As a petroleum engineer or as an employee of the 

14 O i l Conservation Commission. 

15 Q. Mr. Kendrick, are you f a m i l i a r w i t h the 

16 a p p l i c a t i o n f o r downhole commingling and the various 

17 pressures and data t h a t i s necessary f o r i n t r o d u c t i o n at 

18 t h i s hearing today? 

19 A. Yes. We have no pressure data, but I am f a m i l i a r 

20 w i t h the s i t u a t i o n as i t e x i s t s . 

21 MR. PADILLA: Mr. Examiner, we tender Mr. 

22 Kendrick as an expert petroleum engineer. 

23 EXAMINER CATANACH: Mr. Kendrick i s so q u a l i f i e d . 

24 Q. (BY MR. PADILLA) Mr. Kendrick, l e t ' s t u r n now t o 

25 your l i s t of e x h i b i t s and have you e x p l a i n what E x h i b i t 
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1 No. 1 i s . 

2 A. E x h i b i t 1 i s the statement, as re q u i r e d by the 

3 r u l e s and r e g u l a t i o n s , plus an index f o l l o w i n g the e x h i b i t s . 

4 The operator i s W.M. Gallaway. The w e l l name and number i s 

5 the T r i x , T-R-I-X, No. 2. I t ' s c u r r e n t l y completed i n the 

6 Gavilan-Mancos Pool, and we would l i k e t o downhole commingle 

7 t h a t w i t h the Blanco-Mesaverde Pool. 

8 Q. And the Blanco-Mesaverde pool s i t s above the 

9 Mancos Pool? 

10 A. Yes. The Blanco-Mesaverde i s behind the casing, 

11 and we'd j u s t l i k e t o p e r f o r a t e and commingle downhole. 

12 Q. Let's go now t o your E x h i b i t s 2, 3, 4 and 5 and 

13 have you i d e n t i f y those f o r the Examiner, please. 

14 A. E x h i b i t 2 i s a graphic p l a t showing Section 5, 

15 Township 26 North, Range 2 West, showing the mineral's 

16 ownership. The W 1/2 of the NW 1/4 i s owned by the U.S. 

17 government. The remaining acreages are fee acreages. 

18 Q. Now, what i s E x h i b i t 3-A? 

19 A. 3-A i s a p l a t showing the known o f f s e t operators 

20 and the areas they operate. And Section 5 i s shown 

21 crosshatched i n two d i f f e r e n t d i r e c t i o n s , being the proposed 

22 dedicated acreage t o the two Mesaverde w e l l s t h a t would be 

23 completed i n t h a t s e c t i o n i f t h i s a p p l i c a t i o n i s approved. 

24 Q. Now, where i s the T r i x No. 2 located? 

25 A. The T r i x No. 2 i s lo c a t e d i n the SW 1/4 of 
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1 Section 5. T r i x No. 1 i s i n the NE 1/4 of Section 5. 

2 Q. I s t h a t shown b e t t e r i n E x h i b i t 4-A? 

3 A. Yes, they are shown b e t t e r i n 4-A. 

4 Q. T e l l the Examiner what acreage i s dedicated t o 

5 the T r i x No. 2? 

6 A. The T r i x No. 2 has a cu r r e n t d e d i c a t i o n of the 

7 e n t i r e Section 5 i n the Gavilan-Mancos Pool. 

8 Q. And the T r i x No. 1? 

9 A. T r i x No. 1 i s a Mesaverde w e l l , and the E 1/2 of 

10 Section 5 i s dedicated f o r the Mesaverde i n t e r v a l . The 

11 W 1/2 of Section 5 w i l l be dedicated t o the T r i x No. 2 i f 

12 i t ' s completed i n the Mesaverde. 

13 Q. Let's go back t o the E x h i b i t 3-B and t e l l the 

14 Examiner what t h a t i s . 

15 A. 3-B i s a l i s t of names and addresses of the 

16 o f f s e t operators. 

17 Q. Now, Mr. Kendrick, d i d your lawyers send n o t i c e 

18 t o these o f f s e t operators? 

19 A. I learned l a s t n i g h t t h a t he may not have. 

2 0 MR. PADILLA: And t h i s lawyer i s asking f o r a 

21 continuance and readvertisement of t h i s case t o allow n o t i c e 

2 2 t o be made. 

23 EXAMINER CATANACH: When was t h a t n o t i c e sent 

24 out, Mr. P a d i l l a ? 

2 5 MR. PADILLA: I t hasn't been sent. 
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1 EXAMINER CATANACH: So i t would be sent today? 

2 MR. PADILLA: I t w i l l be sent. 

3 EXAMINER CATANACH: So w e ' l l go ahead and 

4 continue the case f o r a month, t o February 2nd. That should 

5 take care of the n o t i c e . 

6 THE WITNESS: That would cause m o d i f i c a t i o n i n 

7 the l a s t paragraph on E x h i b i t 1, which says t h a t the o f f s e t 

8 operators have been n o t i f i e d . 

9 Q. (BY MR. PADILLA) Mr. Kendrick, what's E x h i b i t 

10 4-B? 

11 A. Let's t a l k about 4-A and 4-B. 4-A i s a p l a t 

12 showing the area, s i m i l a r t o p l a t 3-A, except t h i s time i t 

13 shows the w e l l s p l a t t e d on there and the dryhole spotted. 

14 And 4-B i s a l i s t of the w e l l s as shown i n a l l the sections 

15 o f f s e t t i n g Section 5. 

16 You w i l l n o t i c e t h a t t o the n o r t h i n Section 30, 

17 the Mesaverde w e l l i n the SW 1/4 has been plugged and 

18 abandoned. I n Section 5 there i s a Mesaverde w e l l i n the SW 

19 1/4 t h a t has been plugged and abandoned. I n Section 4, a 

2 0 Dakota w e l l i n the SE 1/4 was plugged and abandoned and was 

21 not recompleted i n the Mesaverde. I n Sections 7 and 8 there 

2 2 are three more Mesaverde w e l l s t h a t have been completed and 

2 3 abandoned. 

24 So t h a t shows t h a t the T r i x No. 2 w e l l w i l l be a 

25 salvage opera t i o n , t o salvage whatever Mesaverde production 
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1 might be a v a i l a b l e i n t h i s w e l l , because i t ' s surrounded by 

2 w e l l s t h a t have already been abandoned i n the Mesaverde. 

3 Q. Are you through w i t h 4-A? 

4 A. And 4-B. 

5 Q. And 4-B. Let's move on t o E x h i b i t No. 5. 

6 A. E x h i b i t No. 5 i s a copy of the Form C-102 t h a t 

7 w i l l be submitted i f t h i s a p p l i c a t i o n i s approved. 

8 Q. That merely i s a r e p e t i t i o n , e s s e n t i a l l y , of what 

9 the other e x h i b i t s c o n t a i n ; i s t h a t r i g h t ? 

10 A. Yeah, t h a t j u s t shows t h a t the W 1/2 of Section 5 

11 w i l l be dedicated t o the Mesaverde for m a t i o n i n the w e l l . 

12 Q. What does E x h i b i t No. 6 contain? 

13 A. E x h i b i t No. 6 contains the p r o d u c t i o n i n f o r m a t i o n 

14 from the Gavilan-Mancos Pool i n the T r i x No. 1, both t a b u l a r 

15 and g r a p h i c a l l y . The w e l l d i d not produce u n t i l January 19, 

16 '94, and t h i s p r o d u c t i o n i s through October 1994. 

17 Q. Mr. Kendrick, how i s p r o d u c t i o n i n the Mancos 

18 f o r m a t i o n obtained? Does the w e l l f l o w on i t s own or - -

19 A. No, t h i s w e l l i s a pumping w e l l , and the pumping 

20 i n t e g r a l s stay on the wellbore t o make sure t h a t the w e l l 

21 produces a t a l l times. The Gavilan-Mancos pool i s an o i l 

22 pool, and so the w e l l has t o be pumped t o get i t t o produce. 

23 Q. Mr. Kendrick, i s the gas i n the Mancos formation 

24 compatible w i t h the Mesaverde gas? 

25 A. Yes. 

CUMBRE COURT REPORTING 
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1 Q. I n t h i s area? 

2 A. Yes. A l l the cretaceous gases i n the San Juan 

3 Basin are compatible. 

4 Q. Do you have anything f u r t h e r i n E x h i b i t 6? 

5 A. No, s i r . 

6 Q. Let's move on t o No. 7 and have you t e l l the 

7 Examiner what t h a t i s and what i t shows. 

8 A. E x h i b i t No. 7 i s the schematic diagram of the 

9 wellbore showing t h a t the cur r e n t p e r f o r a t i o n s are from 

10 7,000 f e e t t o 7,244 f o r the Mancos for m a t i o n and proposed 

11 p e r f o r a t i o n s i n the Mesaverde w i l l be from 5,830 t o 5,853 

12 f e e t . 

13 Q. Mr. Kendrick, how do you propose t o show or t e s t 

14 t h i s w e l l i n order t o a r r i v e a t an a l l o c a t i o n formula? 

15 A. We propose t o t e s t the Mesaverde w e l l immediately 

16 before recompletion, o b t a i n the Mancos pr o d u c t i o n r a t e , I 

17 t h i n k complete the w e l l i n the Mesaverde, clean out and then 

18 t e s t both zones together and use the d i f f e r e n c e f o r the 

19 Mesaverde p o r t i o n of the prod u c t i o n . This i s a procedure 

20 t h a t has been used i n e a r l i e r completions, and i t would 

21 avoid l e a v i n g a r i g on the w e l l about another 10 days. 

22 Q. Mr. Kendrick, you e a r l i e r s a i d t h a t you d i d not 

23 have pressure data, but do you have any i n f o r m a t i o n t o give 

24 the Examiner about whether or not pressure would be a 

25 problem as f a r as i n c o m p a t i b i l i t y of pr o d u c t i o n as you 
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1 contemplate? 

2 A. We do not have pressures on the Mancos formation 

3 at t h i s time, and i f i t ' s requested, w e ' l l get pressures at 

4 the time the Mancos i s t e s t e d immediately t o recompletion. 

5 The Mesaverde, being a salvage o p e r a t i o n , would not have 

6 s u f f i c i e n t pressure t o put a l o t of gas i n t o the Gallup 

7 fo r m a t i o n should the pump u n i t f a i l . 

8 Q. Mr. Kendrick, are you planning t o have the O i l 

9 Conservation D i v i s i o n i n Aztec monitor the t e s t i n g 

10 procedure? 

11 A. We would i n t e n d t o i n v i t e them t o the t e s t s and 

12 t o t e s t based on t h e i r recommendations. 

13 Q. Mr. Kendrick, do you know or are you aware of any 

14 precedent w i t h respect t o commingling p r o d u c t i o n i n the 

15 Gallup and the Mesaverde formations i n t h i s area? 

16 A. Not a s p e c i f i c w e l l , but I do know t h a t they have 

17 occurred. 

18 Q. Do you have anything f u r t h e r w i t h respect t o 

19 E x h i b i t No. 7? 

20 A. No, s i r . 

21 Q. What are E x h i b i t s 8-A and the 8-B? 

22 A. E x h i b i t s 8-A and 8-B are copies of w e l l logs. 

23 They were taken w i t h i n t h i s w e l l and the p e r f o r a t e d 

24 i n t e r v a l s are shown i n d i c a t e d i n red, j u s t t o show how the 

25 w e l l s have been completed and would be completed. The 
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1 i n t e r v a l s t h a t t h e y ' l l be completed. 

2 Q. Let's go on now t o E x h i b i t No. 9 and have you 

3 t e l l the Examiner what t h a t i s and what i t contains. 

4 A. E x h i b i t No. 9 i s a d e s c r i p t i o n of the proposed 

5 t e s t procedure t o t e s t the Mancos formation, recomplete i n 

6 the Mesaverde, clean out and t e s t both zones together and 

7 take the d i f f e r e n c e between the two t e s t s and a l l o c a t e t h a t 

8 percentage t o the Mesaverde. 

9 Q. E s s e n t i a l l y , i t ' s the same t h i n g as what you've 

10 already t e s t i f i e d to? 

11 A. The same t h i n g t h a t I explained a l i t t l e e a r l i e r . 

12 Q. When do you propose t o conduct t h i s commingling 

13 procedure i f the a p p l i c a t i o n i s --

14 A. As e a r l y i n the summer as the weather i s 

15 compatible t o do i t . 

16 Q. Mr. Kendrick, do you have anything f u r t h e r 

17 concerning t h i s a p p l i c a t i o n ? 

18 A. No, s i r . 

19 Q. Mr. Kendrick, i n your o p i n i o n , would approval of 

20 t h i s a p p l i c a t i o n be i n the best i n t e r e s t of conservation of 

21 o i l and gas? 

22 A. Yes, I t h i n k i t would be i n the best i n t e r e s t of 

23 conservation and i n the salvage p r o d u c t i o n of the Mesaverde 

24 gas t h a t i s not s u f f i c i e n t f o r a w e l l t o be r e d r i l l e d t o 

25 salvage t h a t gas. 
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1 MR. PADILLA: Mr. Examiner, we o f f e r E x h i b i t s 1 

2 through 9, and we pass the witness. 

3 EXAMINER CATANACH: E x h i b i t s 1 through 9 w i l l be 

4 admitted as evidence. 

5 EXAMINATION 

6 BY EXAMINER CATANACH: 

7 Q. Mr. Kendrick, the ownership between the two zones 

8 i n t h i s w e l l , i s i t common? 

9 A. Yes, the v e r t i c a l -- a l l leases are v e r t i c a l l y 

10 common owned but as each lease i s owned from surface t o the 

11 bottom. 

12 Q. The i n t e r e s t owners own the same percentage i n 

13 each of the completions i n the Mancos and the Mesaverde? 

14 A. Under each lease, yes. I t ' s j u s t t h a t we have 

15 the Federal lease i n the W 1/2 of the NW 1/4, and the fee 

16 lease f o r the other p a r t of the w 1/2. We'll have two 

17 leases dedicated i n the Mesaverde. And the two leases are 

18 dedicated -- or a c t u a l l y , three leases are dedicated i n a 

19 640-acre d e d i c a t i o n . 

20 Q. So the i n t e r e s t -- I mean the i n t e r e s t i s common, 

21 i t ' s j u s t i n both zones? You've got the same i n t e r e s t 

22 owners t h a t own an i n t e r e s t i n the Mesaverde as do i n the 

23 Mancos? 

24 A. Well, no. There i s a fee lease i n the East 1/2 

25 of the s e c t i o n t h a t w i l l not p a r t i c i p a t e i n t h i s Mesaverde 
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1 w e l l , but they do p a r t i c i p a t e i n the Mancos. 

2 Q. Okay. That's what I'm t r y i n g t o get a t . The 

3 i n t e r e s t i s not common i n the two formations? 

4 A. No. 

5 Q. The ownership? 

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

7 EXAMINER CATANACH: I would recommend t h a t the 

8 i n t e r e s t owners also be n o t i f i e d of t h i s a p p l i c a t i o n , Mr. 

9 P a d i l l a , i n case they have any o b j e c t i o n s . 

10 MR. PADILLA: I w i l l do t h a t . A c t u a l l y , I t h i n k 

11 Mr. Kendrick i s confused about common ownership. The 

12 i n t e r e s t i s common on the W 1/2 of the NW 1/4 a l l the way 

13 down. The i n t e r e s t i s common on the remaining acreage on 

14 the W 1/2 of Section 5 from the surface t o bottommost 

15 producing f o r m a t i o n . I n other words, i t ' s going t o be 

16 common as f a r as the W 1/2 i s concerned w i t h the 

17 understanding t h a t they are two d i f f e r e n t leases. 

18 EXAMINER CATANACH: But, again, the net e f f e c t i s 

19 i t ' s not common i n both formations? 

2 0 MR. PADILLA: Correct. 

21 EXAMINER CATANACH: Okay. 

22 MR. PADILLA: We do not have common ownership on 

23 the e n t i r e W 1/2 of Section 5. 

24 THE WITNESS: The lease p a r t i c i p a t i o n i n the w e l l 

25 i n the two d i f f e r e n t formations w i l l be d i f f e r e n t . 
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1 EXAMINER CATANACH: Okay. So i f you would n o t i f y 

2 the i n t e r e s t owners as w e l l as the o f f s e t operators, okay. 

3 Q. Mr. Kendrick, t h i s w e l l has been producing f o r 

4 about a year; i s t h a t correct? 

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

6 Q. And i t ' s down t o about 40 b a r r e l s a day i n the 

7 Mancos; i s t h a t about r i g h t ? That was the l a t e s t --

8 A. Yes. 

9 Q. -- f i g u r e t h a t I have f o r October. Do you have 

10 any idea what the T r i x -- I'm sorr y , what was the P & A'd 

11 w e l l , the o l d Mesaverde w e l l i n t h a t Wl/2 i n t h a t SW 1/4? 

12 Do you know the name of t h a t well? 

13 A. I have i t here. I t was Meridian O i l -- excuse 

14 me. Excuse me. No, t h a t w e l l d i d not produce. The one 

15 t h a t was plugged i n Un i t l e t t e r N d i d not produce. 

16 Q. Do you know why i t d i d not produce? 

17 A. I t was d r i l l e d by Palmer O i l and Gas about 15 

18 years ago, and they determined t h a t i t was not economical t o 

19 produce the w e l l . They abandoned several w e l l s . They 

20 d r i l l e d i n t h a t area at about the same time. I t h i n k t h a t 

21 one was probably d r i l l e d by Palmer O i l and Gas. Let me see. 

22 I t should be l i s t e d on E x h i b i t 4-B. 

23 Q. I t ' s the Stevenson #3? 

24 MR. PADILLA: Seems l i k e i t i s . 

25 THE WITNESS: Yes. 
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1 Q. (BY EXAMINER CATANACH) You a r e sure t h a t was 

2 never produced? 

3 A. Just -- I don't want t o present t h i s as an 

4 e x h i b i t . There i s a copy of the 1993 annual production 

5 r e p o r t t h a t does not show t h i s w e l l l i s t e d , so I don't t h i n k 

6 i t ever produced. You may keep t h a t copy i n your f i l e i f 

7 you would l i k e . 

8 Q. Okay. At t h i s p o i n t i n time you r e a l l y don't 

9 know what the Mesaverde i s capable of producing i n t h a t 

10 W 1/2? 

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

12 Q. Do you have any o f f s e t Mesaverde produ c t i o n data 

13 t h a t might i n d i c a t e what t h a t might produce? 

14 A. That would be the l a t e s t data t h a t ' s shown on 

15 t h a t , and over toward the ri g h t - h a n d side of t h a t , you'd 

16 f i n d the pool name and f i n d the Mesaverde w e l l down i n 

17 Section 8 from the Blanco-Mesaverde. And the l i s t shows 

18 annual r a t e s of o i l and gas and water and cumulative rates 

19 of o i l gas and water. For instance, the w e l l No. 1 i n Unit 

20 M of Section 8 produced 38,700,000 i n 1993 and has a 

21 cumulative of 5.7 b i l l i o n f e e t . 

22 Q. Well, do you t h i n k i t ' s p o s s i b l e you might get 

23 some s u b s t a n t i a l producing r a t e s from Mesaverde? 

24 A. I r e a l l y don't t h i n k so, because i f the rates 

25 would have been high, the Palmer people would have l i n k e d 
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1 p i p e l i n e and t r i e d t o produce a w e l l t h a t they plugged i n 

2 the l e t t e r U n i t N of Section 5, t h a t Stevenson #3 w e l l . 

3 Q. Do you have any pressure i n f o r m a t i o n from the 

4 Mesaverde? 

5 A. Not i n t h i s wellbore, no, s i r . 

6 Q. Do you have any idea i f these pressures are 

7 compatible i n the wellbore? 

8 A. I don't t h i n k t h a t e i t h e r zone would exceed the 

9 other one by 50 percent. 

10 Q. I t ' s my understanding t h a t Gallaway would be 

11 w i l l i n g t o o b t a i n some pressure i n f o r m a t i o n i f we requested 

12 i t ? 

13 A. We'll t e s t i t , run whatever t e s t i s requested by 

14 the Aztec o f f i c e of the O i l Conservation D i v i s i o n . 

15 Q. Does the Mesaverde produce any l i q u i d s , as f a r as 

16 you know? 

17 A. Yes, s i r , there are some l i q u i d s p r o d u c t i o n i n 

18 the r e p o r t t h a t I gave you there t h a t shows the Mesaverde 

19 over t h e r e does makes a l i t t l e b i t of l i q u i d . 

2 0 Q. Condensate? 

21 A. Yes, s i r . 

22 Q. Or water? 

23 A. Well, i t would be classed as condensate, since 

24 the Mesaverde i s a gas i n t e r v a l . 

25 Q. Water, making water? 

CUMBRE COURT REPORTING 
(505) 984-2244 



18 

1 A. Very l i t t l e . 

2 EXAMINER CATANACH: I t h i n k t h a t ' s a l l I have o f 

3 t h e w i t n e s s , Mr. P a d i l l a . 

4 MR. PADILLA: I have n o t h i n g f u r t h e r , and I w i l l 

5 g e t you t h e n o t i c e and w a i t f o r t h e r e a d v e r t i s e m e n t . 

6 EXAMINER CATANACH: Okay. There b e i n g n o t h i n g 

7 f u r t h e r i n t h i s case, Case 11173 w i l l be c o n t i n u e d t o t h e 

8 Fe b r u a r y 2nd, 1995 h e a r i n g . 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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