
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION : T ";; 

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

APPLICATION OF KERR-McGEE 
CORPORATION 

CASE NO. 11,376 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

ORIGINAL 
BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

September 7th, 1995 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, September 7 t h , 1995, at the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



2 

I N D E X 

September 7 t h , 1995 
Examiner Hearing 
CASE NO. 11,376 

PAGE 

APPEARANCES 3 

APPLICANT'S WITNESSES: 

AARON REYNA (Engineer/Geologist) 
D i r e c t Examination by Mr. K e l l a h i n 
Examination by Examiner Stogner 

5 
16 

SHERMAN FORMHALS (Geologist) 
D i r e c t Examination by Mr. K e l l a h i n 
Examination by Examiner Stogner 

19 
25 

DAVID HENKE (Landman) 
D i r e c t Examination by Mr. K e l l a h i n 
Examination by Examiner Stogner 

27 
31 

REPORTER'S CERTIFICATE 33 

* * * 

E X H I B I T S 

App l i c a n t ' s I d e n t i f i e d Admitted 

E x h i b i t 1 6 16 
E x h i b i t 2 12 16 
E x h i b i t 3 12 16 

E x h i b i t 4 13 16 
E x h i b i t 5 20 25 
E x h i b i t 6 22 25 

E x h i b i t 7 29 31 
E x h i b i t 8 29 31 
E x h i b i t 9 30 31 

E x h i b i t 10 32 32 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



3 

A P P E A R A N C E S 

FOR THE DIVISION: 

RAND L. CARROLL 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
2 04 0 South Pacheco 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 
By: W. THOMAS KELLAHIN 

FOR SANTA FE ENERGY RESOURCES, INC.: 

HINKLE, COX, EATON, COFFIELD & HENSLEY 
218 Montezuma 
P.O. Box 2068 
Santa Fe, New Mexico 87504-2068 
By: JAMES G. BRUCE 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 

WHEREUPON, the f o l l o w i n g proceedings were had at 

8:30 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

Number 11,37 6. 

MR. CARROLL: A p p l i c a t i o n of Kerr-McGee 

Corporation f o r an unorthodox i n f i l l gas w e l l l o c a t i o n , 

Eddy County, New Mexico. 

EXAMINER STOGNER: At t h i s time I ' l l c a l l f o r 

appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom 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 and K e l l a h i n , appearing 

on behalf of the Applic a n t , and I have three witnesses t o 

be sworn. 

EXAMINER STOGNER: Any other appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce from the 

Hinkle law f i r m i n Santa Fe, representing Santa Fe Energy 

Resources, Inc. I have no witnesses. 

EXAMINER STOGNER: W i l l the witnesses please 

stand t o be sworn at t h i s time? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, our f i r s t witness i s 

Aaron Reyna. He s p e l l s h i s l a s t name R-e-y-n-a. He holds 

a degree i n geology and he i s by p r a c t i c a l experience a 

r e s e r v o i r engineer and i s p r o v i d i n g r e s e r v o i r engineering 

i n f o r m a t i o n f o r you i n t h i s case. 

STEVEN T. BRENNER, CCR 
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AARON REYNA, 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the record, s i r , would you please s t a t e your 

name and occupation? 

A. My name i s Aaron Reyna. I'm a r e s e r v o i r engineer 

f o r Kerr-McGee Corporation. 

Q. Mr. Reyna, summarize f o r us your education. 

A. I have a BS i n geology from West Texas State 

U n i v e r s i t y , 1982. 

Q. What are your p a r t i c u l a r d u t i e s f o r Kerr-McGee? 

A. I'm c u r r e n t l y responsible f o r e x p l o i t a t i o n , 

development, r a t e reserve forecasts f o r the onshore 

d i v i s i o n . 

Q. Do you provide those services t o your company 

w i t h regards t o t h e i r production i n what the D i v i s i o n knows 

as the I n d i a n Basin-Morrow Gas Pool? 

A. Yes. 

Q. And those aspects of your duty f a l l w i t h i n the 

d i s c i p l i n e s of a r e s e r v o i r engineer, do they not? 

A. Yes. 

Q. Summarize f o r us your p r a c t i c a l experience w i t h i n 

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

STEVEN T. 
(505) 

BRENNER, 
989-9317 

CCR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

A. I've worked — I've been w i t h Kerr-McGee 13 

years. I've worked approximately four years as a 

production/completion engineer, approximately f o u r years as 

a p a r t n e r s h i p operations engineer, the remaining time of my 

career a t Kerr-McGee as a r e s e r v o i r engineer. 

Q. As p a r t of your d u t i e s , do you analyze the 

prod u c t i o n and r e s e r v o i r engineering c h a r a c t e r i s t i c s w i t h 

regards t o pool? 

A. Yes. 

Q. And does t h a t include the conventional 

engineering c a l c u l a t i o n s , the i d e n t i f i c a t i o n of the various 

parameters used i n those c a l c u l a t i o n s i n reaching 

conclusions and opinions about t h a t data? 

A. Yes. 

MR. KELLAHIN: We tender Mr. Reyna as a p r a c t i c a l 

r e s e r v o i r engineer. 

EXAMINER STOGNER: Mr. Reyna i s so q u a l i f i e d . 

Q. (By Mr. Kel l a h i n ) Let me have you t u r n your 

a t t e n t i o n , s i r , t o what we have marked as E x h i b i t Number 1. 

Let's take a moment and i d e n t i f y the d i s p l a y t o the 

Examiner. 

A. I t 1 s a l o c a t o r map, a 12-section area i n the 

In d i a n Basin area of Eddy County, New Mexico. 

Q. On t h a t d i s p l a y , what type of w e l l s have been 

i d e n t i f i e d ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. We have i d e n t i f i e d Morrow producers w i t h i n t h a t 

12-section area and Morrow penetrations t h a t were dry. 

Q. This map would, then, not r e f l e c t the I n d i a n 

Basin-Upper Penn Gas Pool w e l l s , would i t ? 

A. No, s i r , t h a t ' s r i g h t . 

Q. The s e c t i o n of concern t o you i s Section 31 on 

t h i s display? 

A. Yes. 

Q. W i t h i n t h a t s e c t i o n i s there an e x i s t i n g 

c u r r e n t l y producing gas w e l l dedicated t o the I n d i a n Basin-

Morrow Gas Pool? 

A. Yes. 

Q. And where i s t h a t w e l l and how i s i t i d e n t i f i e d ? 

A. The w e l l i s i d e n t i f i e d as the Kerr-McGee-operated 

Winston Gas Com Number 1, located i n the southwest q u a r t e r 

of Section 31. 

Q. The pool r u l e s f o r t h i s pool provide f o r what 

type of acreage d e d i c a t i o n f o r wells? 

A. 640 acres. 

Q. And t h i s i s a prorated gas pool, i s i t not? 

A. Yes, s i r . 

Q. A standard w e l l l o c a t i o n i n the pool would be 

what, s i r ? 

A. 1650 s t a n d o f f s . 

Q. On t h i s e x h i b i t w i t h i n Section 31, have you 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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approximated the l o c a t i o n of the Winston Gas Com Number 2 

w e l l , which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. S p e c i f i c a l l y where i s i t located? 

A. The w e l l i s located 697 f e e t from the n o r t h l i n e 

and 2146 f e e t from the east l i n e of Section 31. 

Q. And t h a t would be an unorthodox l o c a t i o n because 

i t encroaches t o the nor t h side of the spacing u n i t ? 

A. Yes. 

Q. Give us a summary of why you're seeking an 

a d d i t i o n a l w e l l i n Section 31. 

A. The e x i s t i n g w e l l i n Section 31 i s a t or near i t s 

economic l i m i t w i t h some mechanical concerns and 

con s i d e r a t i o n s w i t h the w e l l t h a t we f e e l the w e l l has 

about two years of l i f e l e f t . 

Q. Are the mechanical c o n d i t i o n s i n t h i s w e l l such 

t h a t you can economically r e p a i r t h i s well? 

A. No. 

Q. I n a d d i t i o n t o the mechanical d i f f i c u l t i e s w i t h 

t h i s w e l l , are there any other problems i n prolo n g i n g the 

l i f e of t h i s well? 

A. Yes, there's f l u i d - l o a d i n g problems t h a t the 

w e l l s experience i n t h i s p a r t i c u l a r p a r t of the f i e l d . 

Q. I s i t possible t o overcome those l i q u i d - l o a d i n g 

problems by r e c o n f i g u r i n g or working over t h i s wellbore? 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 
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A. I t ' s p o s s i b l e . 

Q. I s i t p r a c t i c a l t o do so, considering the 

remaining productive l i f e of the well? 

A. No. 

Q. What's the purpose, then, of the second well? 

A. We've i d e n t i f i e d w i t h i n t h i s s e c t i o n a w e l l 

l o c a t i o n t h a t we f e e l w i l l develop incremental gas 

reserves. 

Q. Can you give us a summary of the basis upon which 

you have placed t h i s second w e l l , as you propose t o lo c a t e 

i t ? 

A. Yes, the w e l l l o c a t i o n -- The l o c a t i o n of the 

w e l l as proposed was picked due t o the f a c t t h a t south and 

east of the Winston Gas Com Number 1 i s s i g n i f i c a n t 

geologic — Morrow geologic r i s k . 

Q. That r i s k i s i d e n t i f i e d on t h i s d i s p l a y by the 

Morrow pen e t r a t i o n s i n d i c a t e d i n t r i a n g l e s , which are 

dryhole symbols? 

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

Q. And the choice, then, i s not t o move south or 

east because of moving towards dryhole wells? 

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

Q. What forms the basis of seeking an unorthodox 

l o c a t i o n , as opposed t o the c l o s e s t standard l o c a t i o n ? 

A. Topographical concerns. 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

Q. Have you obtained the approval of the Bureau of 

Land Management f o r the proposed unorthodox l o c a t i o n ? 

A. Yes, we have. 

Q. And have some of the issues about l o c a t i n g that, 

w e l l been i n response t o the BLM's request t o have you 

place t h i s a t a c e r t a i n p o i n t on the surface? 

A. Yes, i t has. 

Q. Wi t h i n t h i s area, has Kerr-McGee experienced the 

s i t u a t i o n where a second w e l l i n a s e c t i o n has been d r i l l e d 

and completed? 

A. Yes, we have. 

Q. And where would we f i n d t h a t ? 

A. Immediately n o r t h , i n Section 30. 

Q. Describe f o r us what's happened i n Section 30. 

A. Two w e l l s i n the s e c t i o n . The Martha Creek Gas 

Com Number 1, o r i g i n a l l y d r i l l e d and completed by Kerr-

McGee i n the m i d - S i x t i e s , produced f o r approximately 2 0 

years before i t s t a r t e d experiencing some mechanical 

problems. We i n t u r n shut the w e l l i n , subsequently 

d r i l l e d the Martha Creek Number 2 w e l l a t a l o c a t i o n 

approximately 2 000 f e e t north-northeast. That w e l l found 

near v i r g i n r e s e r v o i r pressure. 

Q. What d i d t h a t t e l l you about the f i r s t w e l l ' s 

a b i l i t y i n t h i s r e s e r v o i r t o f u l l y deplete i t s spacing 

u n i t ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. We found t h a t there's s i g n i f i c a n t l y more 

compartmentalization than what was e a r l i e r l e d t o b e l i e v e . 

Q. Does any of t h a t i n f o r m a t i o n and r e s u l t s form a 

basis of your decisions f o r what t o do i n Section 31? 

A. Yes. 

Q. Describe f o r us what the s i g n i f i c a n c e i s of the 

green l i n e t h a t has a footage i n d i c a t e d , as we move from 

p o i n t t o p o i n t on the green l i n e . What does t h a t 

represent? 

A. The green l i n e represents -- The open green 

c i r c l e s represent p o t e n t i a l t a r g e t l o c a t i o n s t h a t we are 

seeking t o d r i l l i n t h i s area. The footage between w e l l s 

i s b a s i c a l l y j u s t p h y s i c a l l y the p h y s i c a l l o c a t i o n , 

p h y s i c a l footage l o c a t i o n , between w e l l s along t h a t t r e n d . 

Q. I s there r e s e r v o i r data c u r r e n t l y a v a i l a b l e by 

which you can more s p e c i f i c a l l y i d e n t i f y where t o put these 

wells? 

A. No, not a v a i l a b l e a t the present time. 

Q. So i n the absence of t h a t i n f o r m a t i o n , what have 

you done i n terms of t r y i n g t o p i c k a l o c a t i o n f o r the 

Winston Number 2 well? 

A. We have t r i e d t o stay along a t r e n d of proven 

producing w e l l s . 

Q. Let's t u r n now t o E x h i b i t Number 2. Would you 

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

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. E x h i b i t Number 2 i s simply a h i s t o r i c a l r a t e - t i m e 

p r o f i l e f o r the Winston Federal Gas Com Number 1, showing 

gas, o i l and water on d a i l y r a t e s . 

Q. I t s c u r r e n t cumulative production i s noted on 

t h a t display? 

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

Q. And what are those numbers? 

A. 3.8 BCF and 2 6.8 MBO. 

MR. KELLAHIN: Did we give you an E x h i b i t Number 

2, Mr. Examiner? 

EXAMINER STOGNER: Yes, I do have i t here. 

Q. (By Mr. Ke l l a h i n ) I d e n t i f y f o r us the c o l o r code 

used t o t r a c k the d i f f e r e n t production volumes. 

A. The red i s f o r the gas, the blue i s f o r the 

water, and the green i s f o r the o i l . 

Q. Can you use t h i s d i s p l a y t o i l l u s t r a t e f o r us 

your conclusion t h a t t h i s w e l l experiences a l i q u i d - l o a d i n g 

problem, a f l u i d problem? 

A. Yes, t h i s w e l l i n l a t e r l i f e , approximately 1990 

on, has experienced a steeper d e c l i n e than i n the preceding 

approximately 10 t o 15 years. 

Q. Let's t u r n now t o E x h i b i t Number 3. Would you 

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

A. That i s simply the same p l o t as p r e v i o u s l y i n 

E x h i b i t 2, only gas i s p l o t t e d here, and I have p r o j e c t e d 

STEVEN T. 
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the remaining reserves based on d e c l i n e a n a l y s i s f o r t h a t 

w e l l . 

Q. Based upon t h a t d e c l i n e a n a l y s i s , what do you 

conclude i s the remaining recoverable gas reserves t o be 

a t t r i b u t e d t o the Winston 1? 

A. 150 m i l l i o n . 

Q. You mentioned i n your opening statements t h a t 

t h e r e was pressure i n f o r m a t i o n or i n d i c a t i o n s i n t h i s area 

t h a t j u s t i f i e d , i n your opinion, the f a c t t h a t a second 

w e l l was necessary i n Section 3 0 and t h a t you expect t h a t 

analogy t o be a p p l i c a b l e t o Section 31. 

Do you have a p l o t of production i n f o r m a t i o n or 

bottomhole pressure information? 

A. Yes, we do, we have E x h i b i t Number 4. 

Q. Let's t u r n t o t h a t e x h i b i t and f i r s t of a l l 

i d e n t i f y the w e l l s f o r us t h a t are color-coded. And i f you 

might keep out E x h i b i t 1 t h a t w i l l help us f i n d the w e l l s 

as you describe t h e i r performance, or t h e i r pressure 

h i s t o r y . 

A. Looking at your l o c a t o r map, going from south t o 

n o r t h , on the pressure map the Winston Fed Gas Com i s 

denoted i n a black l i n e . Going n o r t h , the Martha Creek Gas 

Com Number 1 i s denoted w i t h a yellow l i n e , the Martha 

Creek Gas Com Number 2 i s denoted w i t h a blue l i n e , and the 

f i n a l w e l l t o the north of 19, the Ind i a n Federal 1-19, i s 

STEVEN T. 
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denoted as a r e d l i n e . 

Q. L e t ' s l o o k a t t h e two w e l l s i n S e c t i o n 30, which 

would be t h e Martha Creek 1, which i s t h e y e l l o w l i n e , and 

t h e n show what happens i n t h e l a t e r l i f e o f t h a t w e l l i n 

r e l a t i o n t o t h e new w e l l , which i s t h e Martha Creek Number 

2, and t h a t ' s t h e b l u e l i n e . 

A. When t h e w e l l which was sh u t i n i n 1985, t h e 

Martha Creek Number 1, i t had an approximate b o t t o m h o l e 

p r e s s u r e o f a p p r o x i m a t e l y 1450 pounds. 

We d r i l l e d t h e Number 2 a t a l o c a t i o n about 2000 

f e e t n o r t h - n o r t h e a s t o f t h e Number 1, found a p p r o x i m a t e l y 

3500-pound b o t t o m h o l e p r e s s u r e . 

Over t h e n e x t two y e a r s , w h i l e t h e p r e s s u r e 

d e c l i n e d -- w h i l e t h e p r e s s u r e t r e n d i n t h e Number 2 w e l l 

was d e c l i n i n g , we saw an a p p r o x i m a t e l y 800-pound i n c r e a s e 

i n t h e Martha Creek Number 1. 

Q. What's your c o n c l u s i o n from o b s e r v i n g t h a t 

i n f o r m a t i o n ? 

A. That t h e r e s e r v o i r i s c o m p a r t m e n t a l i z e d . 

Q. When we go back t o t h e Winston Gas Com Number 1 

w e l l i n S e c t i o n 31, what's i t s approximate c u r r e n t r a t e ? 

A. I t ' s c u r r e n t l y p r o d u c i n g about 12 5 a day. 

Q. MCF a day? 

A. Yes, 125 MCF a day. 

Q. And about what p r e s s u r e range i s t h a t w e l l a t ? 

STEVEN T. 
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A. Right about 1500 bottomhole pressure. 

Q. I f the Examiner approves your second w e l l i n the 

s e c t i o n a t t h i s unorthodox l o c a t i o n , do you propose t o 

continue t o produce the Winston 1 w e l l u n t i l i t ' s f u l l y 

depleted and produce i t c o n c u r r e n t l y w i t h the Winston 

Number 2? 

A. Yes. 

Q. Based upon the i n f o r m a t i o n a v a i l a b l e t o you, i s 

the second w e l l necessary i n order t o f u l l y develop the 

p o t e n t i a l gas reserves i n Section 31? 

A. Yes. 

Q. Give us a quick summary of your e f f o r t s t o loca t e 

t h i s w e l l . You are looking f o r a l o c a t i o n n o r t h of the 

Winston 1? 

A. Yes. 

Q. And as you went through t h a t exercise, i t was 

adjusted i n the f i e l d t o several p o t e n t i a l l o c a t i o n s i n 

response t o the BLM's desires f o r surface use? 

A. Yes. 

Q. Give us a quick summary of what occurred. 

A. The o r i g i n a l standoff 1650 l o c a t i o n f e l l along an 

arroyo. 

We subsequently -- or at l e a s t t h a t was 

o r i g i n a l l y -- The 1650 standoff would have f a l l e n 

o r i g i n a l l y along an arroyo. 
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We o r i g i n a l l y spotted the w e l l a t a l o c a t i o n of 

1000 f e e t from the north and 2200 f e e t from the east. That 

l o c a t i o n f e l l along the lease road. 

We subsequently, then, staked one l o c a t i o n south 

and one l o c a t i o n n o r t h . The l o c a t i o n t o the south the BLM 

would not approve due t o the f a c t t h a t i t would r e q u i r e 

removal of a considerable p o r t i o n of a h i l l . 

Q. To the best of your knowledge, i s the c u r r e n t 

proposed l o c a t i o n one t h a t i s being approved or has been 

approved by the BLM? 

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

MR. KELLAHIN: That concludes my examination of 

Mr. Reyna. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 1, 2, 

3 — I'm sor r y , 1 through 4. 

EXAMINER STOGNER: E x h i b i t s 1 through 4 w i l l be 

admitted i n t o evidence at t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Where was the o r i g i n a l staked l o c a t i o n ? Was t h a t 

a standard? 

The very f i r s t one t h a t you proposed, t h a t they 

made you move because of the arroyo? 

A. No, s i r , i t was not the f i r s t . 

Q. And what was the f i r s t l o c a t i o n ? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

17 

A. The f i r s t l o c a t i o n was 1000 f e e t from the n o r t h 

and approximately 2100 f e e t from the east. 

Q. And t h a t was unorthodox? 

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

Q. And t h i s f a l l s under s p e c i a l r u l e s and 

r e g u l a t i o n s t h a t r e q u i r e — What's the minimum footage? 

A. 1650 sta n d o f f s . 

Q. And t h i s i s a prorated pool? 

A. Yes. 

Q. So both w e l l s w i l l share an allow a b l e ; i s t h a t 

your understanding? 

A. That's my understanding. 

Q. Do you know i f the present s i t u a t i o n i n t h a t pool 

-- are they -- are the p r o r a t i o n u n i t s assigned a minimum 

allow a b l e , or do you understand what's going on out there? 

A. I do not understand. We have a separate 

department t h a t handles t h a t . 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: Mr. Examiner, t h a t pool i s not 

being assigned a minimum allowable. Here i s the l a t e s t 

p r o r a t i o n schedule. 

There i s only one nonmarginal w e l l i n the pool. 

And a nonmarginal w e l l , as I understand i t , i n t h a t pool, 

i s allowed t o make 666 MCF a day. You take the 20,000 a 

month, d i v i d e i t by 30. 
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EXAMINER STOGNER: Mr. K e l l a h i n , what are your 

other two witnesses' expertise? 

MR. KELLAHIN: A g e o l o g i s t and a landman. 

Q. (By Examiner Stogner) Okay. You show a dryhole. 

I t looks l i k e a Federal W i l l s Number 1, a Hanagan w e l l -~ 

A. Yes, s i r . 

Q. -- j u s t t o the south of your proposed l o c a t i o n . 

What was the depth of t h a t well? 

A. I bel i e v e i t ' s approximately 3500 f e e t . 

Q. So t h a t was a shallow — What? Delaware t e s t ? 

A. I bel i e v e t h a t ' s c o r r e c t . 

Q. Did you look at the p o s s i b i l i t y of r e - e n t e r i n g 

t h a t w ell? 

A. No, s i r , we d i d not. 

Q. Do you know what the l o c a t i o n -- or how f a r thcit 

w e l l i s from your proposed location? 

A. No, I do not. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 

You may be excused. 

Mr. Kellahin? 

MR. KELLAHIN: My next witness i s Sherman 

Formhals. 

He's a g e o l o g i s t . He s p e l l s h i s l a s t name 

F-o-r-m-h-a-l-s. 
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SHERMAN H. FORMHALS, 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the record, s i r , would you please s t a t e your 

name and occupation? 

A. My name i s Sherman H. Formhals, and I'm a 

g e o l o g i s t . 

Q. Mr. Formhals, have you t e s t i f i e d before the 

D i v i s i o n as a q u a l i f i e d expert i n the f i e l d of petroleum 

geology? 

A. No, s i r , I haven't. 

Q. Summarize f o r us your education. 

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

1972 and attended the U n i v e r s i t y of New Mexico geology 

school f o r two years. 

Q. Do you hold a degree i n petroleum geology? 

A. I n — No, I hold a bachelor's. 

Q. Bachelor's degree i n geology? 

A. I n geology. 

Q. Summarize f o r us your employment experience as a 

g e o l o g i s t . 

A. I have worked f o r Kerr-McGee f o r 23 years, f o r 

s i x years as a uranium e x p l o r a t i o n g e o l o g i s t and the 
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remainder of the time as a petroleum e x p l o r a t i o n and 

development g e o l o g i s t . 

Q. Do your d u t i e s include performing e x p l o r a t i o n 

geology f o r your company's p r o p e r t i e s i n the I n d i a n Basin-

Morrow Gas Pool? 

A. Yes. 

Q. And have you done so i n t h i s case? 

A. Yes, s i r . 

Q. And based upon t h a t study, do you have 

conclusions and recommendations about the second w e l l t o be 

d r i l l e d i n Section 31? 

A. Yes. 

MR. KELLAHIN: We tender Mr. Formhals as an 

expert g e o l o g i s t . 

EXAMINER STOGNER: Mr. Formhals i s so q u a l i f i e d . 

Q. (By Mr. Ke l l a h i n ) Let me have you t u r n your 

a t t e n t i o n , s i r , t o E x h i b i t Number 5 and i d e n t i f y t h a t f o r 

us. 

A. Number 5 i s a s t r u c t u r e map contoured on the 

middle Morrow. Contour i n t e r v a l i s 100 f e e t . The scale of 

the map i s an inch t o a thousand. I have i n d i c a t e d Morrow 

-- pr o d u c t i v e Morrow w e l l s i n orange and nonproductive 

Morrow w e l l s i n blue. 

Q. Give us a short summary of the d e p o s i t i o n a l 

environment f o r t h i s p a r t i c u l a r Morrow play t h a t you're 
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t r y i n g t o develop. 

A. The lower p o r t i o n of the Morrow i s a f l u v i a l sand 

d e p o s i t i o n . As you move up the s e c t i o n f o r approximately 

200 f e e t i t becomes more marine i n f l u e n c e d , and so you get 

d i f f e r e n t d i r e c t i o n a l trends of sand d e p o s i t i o n throughout 

the s e c t i o n . 

Q. How do you as a g e o l o g i s t go about analyzing 

where w i t h i n Section 31 t o put the next well? 

A. The -- As i n d i c a t e d before, i f you move south and 

east, you're moving towards dryholes i n the Morrow. I f you 

move t o the n o r t h , due n o r t h or northeast, you're moving 

towards productive Morrow w e l l s . 

Q. I s i t a u s e f u l a i d t o you as a g e o l o g i s t t o 

attempt t o prepare isopach maps f o r t h i s p a r t i c u l a r Morrow 

play i n order t o more s p e c i f i c a l l y l o c a t e the next well? 

A. When I o r i g i n a l l y evaluated the subsurface 

geology f o r the Morrow i n t h i s f i e l d , i t became apparent 

t h a t gross or net sand isopachs were not u s e f u l , and based 

on previous h i s t o r y of development i n Section 30, the 

r e s e r v o i r was h i g h l y compartmentalized. I found i t no use 

t o do much more than s t r u c t u r e . 

Q. Describe f o r us how you have u t i l i z e d s t r u c t u r e 

as a component by which t o determine where t o put a w e l l i n 

Section 31. 

A. The — I t became apparent t o me t h a t the w e l l s 
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t h a t were highest on t h i s p a r t of the I n d i a n Basin f i e l d 

were s t r u c t u r a l l y high. And as you move downdip, o f f of 

s t r u c t u r e , you l o s t your p o r o s i t y , and i t could be a r e s u l t 

of hydrocarbons preserving the p o r o s i t y on the s t r u c t u r e . 

Q. Have you prepared a cross-section t o demonstrate 

the c o n t i n u i t y or d i s c o n t i n u i t y of the various members of 

the Morrow w i t h i n the pool? 

A. Yes, I have. 

Q. Let's t u r n t o t h a t d i s p l a y . I t ' s E x h i b i t Number 

6; i s t h a t r i g h t , s i r ? 

A. Yes, s i r . 

Q. The e x i s t i n g Winston 1 w e l l i s located on the f a r 

l e f t , a t p o s i t i o n A on the cross-section? 

A. Yes, s i r . 

Q. And we're looking a t a s t r a t i g r a p h i c cross-

section? 

A. Yes, s i r . 

Q. What's the datum p o i n t t h a t serves as the basis 

f o r o r i e n t i n g the logs? 

A. The Morrow formation. 

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

on which t o hang a log? 

A. Yes, s i r . 

Q. Describe f o r us what you've done. 

A. The s t r a t i g r a p h i c c ross-section as shown on 

STEVEN T. BRENNER, CCR 
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E x h i b i t Number 5, A-A1, i s a south-to-north c r o s s - s e c t i o n . 

The v e r t i c a l scale i s an inch t o 40 f e e t . The p o r o s i t y 

logs f o r the w e l l s were used. 

I have color-coded what I have labeled p o s s i b l y 

connected t o adjacent wellbores i n yellow and p o s s i b l y not 

connected t o adjacent wellbores i n orange, and what I've 

t r i e d t o i l l u s t r a t e i s the compartmentalization and the 

poddiness of the sands between the wellbores. 

Q. Let's look at the two i n the middle. 

A. Yes, s i r . 

Q. Those are the Martha Creek 1 and 2. 

When Mr. Reyna describes the f a c t t h a t the Martha 

Creek Number 2 w e l l came i n at s u b s t a n t i a l l y higher 

pressure than was experienced i n the Martha Creek 1 at an 

e q u i v a l e n t time i n t e r v a l , i s there a geologic e x p l a n a t i o n 

t o what, he saw? 

A. Yes. Why I've said "possibly connected" i s t h a t 

I'm not even sure -- The ones t h a t I can c o r r e l a t e 

s t r a t i g r a p h i c a l l y between the wellbores appear t o be the 

same sands s t r a t i g r a p h i c a l l y . But w i t h the r e s e r v o i r 

i n f o r m a t i o n t h a t Mr. Reyna presented, I'm not sure i f even 

any of these sands are connected. 

Q. What does t h a t i n f o r m a t i o n t e l l you, then, about 

the l o c a t i o n of t h i s Winston 2 w e l l , which would be 

somewhere between the f a r l e f t w e l l log and the second w e l l 
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from the l e f t ? That's where t h a t l i n e would f a l l , would i t 

not? 

A. Yes, s i r . 

Q. And what does t h a t t e l l you about l o c a t i n g a w e l l 

i n t h a t p o s i t i o n on the cross-section? 

A. We could encounter a s i m i l a r s i t u a t i o n as we d i d 

i n Section 30. The r e s e r v o i r being compartmentalized, we 

w i l l encounter sands t h a t aren't connected between the two 

wellbores. 

Q. Based upon the present a v a i l a b l e i n f o r m a t i o n , i s 

the proposed l o c a t i o n i n Section 31 f o r the Winston 2 w e l l 

the optimum l o c a t i o n i n which t o attempt a second well? 

A. Yes, i t i s . 

Q. Let's look a t the Winston 1 f o r a moment. Do you 

see any remaining o p p o r t u n i t i e s i n t h a t e x i s t i n g wellbore 

i n Section 31 f o r pay t h a t has not been attempted t o be 

produced? 

A. No, s i r . 

Q. The middle Morrow apparently produces i n the 

Section 30 Martha Creek Number 1 w e l l , the top yellow l i n e ? 

A. Yes, s i r . 

Q. When we move across t o the Winston 1, i t doesn't 

appear t h a t t h a t zone was pe r f o r a t e d . I s there data t o 

e x p l a i n why i t wasn't perforated? 

A. Yes, s i r , i t was d r i l l stem t e s t e d and recovered 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25 

1600 f e e t of sa l t w a t e r . 

Q. You don't see any f u r t h e r remaining o p p o r t u n i t i e s 

i n Winston 1 t o add pay t h a t may c u r r e n t l y not be being 

c o n t r i b u t e d t o production? 

A. No, s i r . 

Q. I n your opinion, i s the approval of t h i s 

A p p l i c a t i o n necessary i n order t o provide an o p p o r t u n i t y t o 

recover a d d i t i o n a l reserves i n Section 31 t h a t might not 

otherwise be recovered? 

A. Yes, s i r . 

MR. KELLAHIN: That concludes my examination of 

Mr. Formhals. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 5 and 6. 

EXAMINER STOGNER: E x h i b i t s 5 and 6 w i l l be 

admitted i n t o evidence at t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Formhals, i n looking a t E x h i b i t Number 5, you 

show a c r e s t --

A. Yes, s i r . 

Q. -- t h a t appears, oh, s o r t of i n the middle of 

t h i s , runs from the nor t h t o south, i n the middle of 

Section 31. 

What p o r t i o n of the middle Morrow are you c a l l i n g 

a c r est? Could you elaborate a l i t t l e b i t more on t h a t 
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s t r u c t u r e ? 

A. The c r e s t was, l i k e you sa i d , p o s i t i o n e d i n the 

middle of what I mapped an a n t i c l i n e , and the wellbore i s 

a t an optimum l o c a t i o n t o be as high as we p o s s i b l y can. 

Q. But does t h a t r e f l e c t on the marker "A", "B" or 

"C" of the middle Morrow? 

A. I t ' s middle Morrow marker "A". And t h i s , being a 

s t r a t i g r a p h i c cross-section, does not r e f l e c t the 

s t r u c t u r e . 

Q. Now, i s t h i s a marine deposit? 

A. The middle marker "A"? 

Q. Yeah, what you're showing as the c r e s t . 

A. I would say i t ' s more marine i n f l u e n c e d than 

f l u v i a l , yes, s i r . So i t would be more continuous. 

Q. Now, when I look at the cr o s s - s e c t i o n , E x h i b i t 

Number 6, the w e l l on the f a r l e f t side, you have several 

i n t e r v a l s marked yellow and red, which are connected or not 

connected --

A. Yes. 

Q. -- depending upon the c o l o r . 

Am I t o assume t h a t -- I don't see the 

p e r f o r a t i o n s marked on t h i s p a r t i c u l a r w e l l -- t h a t a l l of 

these zones t h a t you have shown are p e r f o r a t e d and are 

p r e s e n t l y being produced? 

A. Yes, s i r , they are marked on t h e r e , but they're 
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so small you might not be able t o see them. 

Q. I guess I'm not seeing them. But they are --

A. Yes. 

Q. -- they are p e r f o r a t e d i n those i n t e r v a l s ? 

A. Yes. 

EXAMINER STOGNER: Okay, I have no other 

questions of Mr. Formhals. You may be excused. 

Mr. Kellahin? 

MR. KELLAHIN: Our l a s t witness i s Mr. Dave 

Henke. He s p e l l s h i s l a s t name H-e-n-k-e. 

Mr. Henke i s responsible f o r r e g u l a t o r y 

compliance f o r h i s company and, as p a r t of h i s d u t i e s , has 

determined the ownership w i t h i n Sections 30 and 31 and the 

app r o p r i a t e p a r t i e s t o n o t i f y . I n a d d i t i o n , he has been 

in v o l v e d i n o b t a i n i n g the BLM-approved APD f o r t h i s w e l l . 

DAVID HENKE, 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Henke, f o r the record would you please s t a t e 

your name and occupation? 

A. Yes, my name i s David Henke. I'm manager of 

conservation and u n i t i z a t i o n f o r Kerr-McGee Corporation. 

Q. As p a r t of your d u t i e s , s i r , what has been your 
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c o n t i n u i n g r e s p o n s i b i l i t y i n t h i s case? 

A. The e f f o r t s i n t h i s case have been t o coordinate 

the witnesses, t o -- more p a r t i c u l a r l y , t o o b t a i n working 

i n t e r e s t i n f o r m a t i o n , and determine whether or not any of 

the a d j o i n i n g operators e i t h e r objected t o or concurred i n 

our A p p l i c a t i o n . 

Q. Let's look a t E x h i b i t 1, which i s the l o c a t o r map 

showing the various o f f s e t operators and p r o p e r t i e s . 

To your knowledge, i s the i n f o r m a t i o n shown on 

E x h i b i t 1 as t o those o f f s e t s c o r r e c t and accurate? 

A. Yes, i t i s . 

Q. And have you compared t h a t o f f s e t i n f o r m a t i o n 

w i t h the n o t i c e c e r t i f i c a t e t h a t I have prepared i n t h i s 

case? 

A. Yes, I have. 

Q. And d i d we provide appropriate n o t i f i c a t i o n t o 

those p a r t i e s e n t i t l e d t o notice? 

A. Yes, we d i d . 

Q. As a r e s u l t of n o t i f i c a t i o n , Mr. Henke, d i d any 

pa r t y , t o your knowledge, r e g i s t e r any o b j e c t i o n t o the 

approval of t h i s A p p l i c a t i o n ? 

A. No, no one objected. 

Q. Let's look w i t h i n Sections 30 and 31, then, on 

the l o c a t o r map. 

EXAMINER STOGNER: Not — There i t went. No 
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wonder I d i d n ' t f i n d i t . Thank you, Mr. K e l l a h i n . 

Q. (By Mr. Ke l l a h i n ) I n Sections 30 and 31, have 

you obtained i n f o r m a t i o n as t o the various i n t e r e s t owners 

i n both those sections? 

A. Yes. 

Q. And have you caused t h a t i n f o r m a t i o n t o be 

tabulated? 

A. Yes, I have. 

Q. Let's look at E x h i b i t Number 7, Mr. Henke, and 

have you i d e n t i f y and describe t h a t d i s p l a y . 

A. E x h i b i t Number 7 i s an ownership l i s t i n g f o r 

Section 31, Township 21 South, Range 24 East, i n Eddy 

County. 

Q. And E x h i b i t Number 8 i s what, s i r ? 

A. I t ' s an ownership l i s t i n g f o r Section 30, the 

immediate s e c t i o n t o the n o r t h . 

Q. As t h i s w e l l moves t o an unorthodox l o c a t i o n and 

encroaches upon the owners i n Section 30, does i t not? 

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

Q. Are there any owners i n Section 3 0 t h a t are 

d i f f e r e n t from ownership i n Section 31? 

A. A l l of the people t h a t have an i n t e r e s t i n 

Section 30 also own an i n t e r e s t i n Section 31. 

Q. That includes the BLM w i t h a r o y a l t y i n t e r e s t 

t h a t ' s the same? 
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A. That i s c o r r e c t . 

Q. And the working i n t e r e s t ownership i n s e c t i o n 3 0 

i s 100-percent Kerr-McGee? 

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

Q. And the only o v e r r i d i n g r o y a l t y owner i n Section 

30 has a l a r g e r o v e r r i d i n g r o y a l t y i n t e r e s t i n Section 31? 

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

Q. Do you see any op p o r t u n i t y f o r the v i o l a t i o n of 

c o r r e l a t i v e r i g h t s i f the D i v i s i o n approves t h i s 

A p p l i c a t i o n ? 

A. No, I do not. 

Q. Let's t a l k about the status of your company's 

approval of t h i s l o c a t i o n w i t h the f i l i n g of i t s f e d e r a l 

a p p l i c a t i o n f o r permit t o d r i l l . What's the s t a t u s of 

t h a t , s i r ? 

A. That permit t o d r i l l has been approved by the 

BLM, subject t o s t a t e approval. 

Q. Do you have c o n f i r m a t i o n f o r the Examiner's 

i n f o r m a t i o n w i t h regards t o the BLM's action? 

A. Yes, I do, i t ' s E x h i b i t Number 9. 

Q. And t h a t represents what, s i r ? 

A. That represents approval of the BLM f o r our 

a p p l i c a t i o n f o r permit t o d r i l l . 

Q. I t ' s the f i r s t page of your APD, i s i t not? 

A. Yes. 
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Q. And i t shows the BLM approval? 

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

MR. KELLAHIN: That concludes my examination of 

Mr. Henke, Mr. Examiner. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 7, 8 and 

9. 

EXAMINER STOGNER: E x h i b i t s 7, 8 and 9 w i l l be 

admitted i n t o evidence at t h i s time. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n looking a t E x h i b i t Number 7, you show Sabine 

Royalty Trust also has an i n t e r e s t i n Section 30 t o the 

n o r t h . But W i l l s Royalty, Inc., and Ruble Crosby B e l l , are 

they separate from the Sabine Royalty Trust or do they have 

any connection w i t h i t or are they d i f f e r e n t ? 

A. No, they do not, they're e n t i r e l y separate 

i n t e r e s t s . 

Q. And they also would share -- They share w i t h a l l 

the production coming out of Section 31; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. And w i t h E x h i b i t Number 9 showing t h a t t h i s has 

been approved by the BLM; i s t h a t correct? 

A. Yes, s i r . 

EXAMINER STOGNER: I have no other questions of 

t h i s witness, Mr. K e l l a h i n . 
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MR. KELLAHIN: Mr. Examiner, we would l i k e 

p e r m i s s i o n t o mark t h e c e r t i f i c a t e o f n o t i c e as E x h i b i t 10 

and t o have t h a t i n t r o d u c e d as E x h i b i t 10 a t t h i s t i m e . 

EXAMINER STOGNER: E x h i b i t Number 10, t h e 

n o t i f i c a t i o n i n t h i s m a t t e r , w i l l be e n t e r e d i n t o e v i d e n ce 

a t t h i s t i m e . 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER STOGNER: Mr. Bruce, do you have 

a n y t h i n g t o add a t t h i s time? 

MR. BRUCE: No, s i r . 

EXAMINER STOGNER: Okay, does anybody e l s e have 

a n y t h i n g f u r t h e r i n Case Number 11,3 7 6? 

T h i s case w i l l be t a k e n under advisement. 

(Thereupon, these p r o c e e d i n g s were concluded a t 

9:05 a.m.) 

* * * 

! do hereby certify that the foregoing is 
a co'vr-'ele record of the proceedings in 
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