
1 

STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF ROBERT L. BAYLESS FOR 
DOWNHOLE COMMINGLING,SAN JUAN COUNTY, 
NEW MEXICO 
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ORIGINAL 
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REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

February 8th, 1996 

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, February 8 t h , 1996, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2040 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. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:25 a.m.: 

EXAMINER STOGNER: Hearing w i l l come t o order 

again. C a l l Case Number 11,463. 

MR. CARROLL: A p p l i c a t i o n of Robert L. Bayless 

f o r downhole commingling, San Juan County, New Mexico. 

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

appearances. 

That's your cue, Mr. Bayless. 

MR. BAYLESS: Yes, s i r . I t h i n k maybe you 

already have those, but... 

I've p r e v i o u s l y appeared before the Commission 

and been q u a l i f i e d a t t h a t time. 

EXAMINER STOGNER: Okay, Mr. Bayless, j u s t f o r 

the record would you please s t a t e your name and your 

p o s i t i o n w i t h — Are you representing your company or 

y o u r s e l f today? 

MR. BAYLESS: Myself. I'm Robert L. Bayless, 

B-a-y-l-e-s-s. 

EXAMINER STOGNER: And your place of residence? 

MR. BAYLESS: Farmington, New Mexico. And I 

operate as a sole p r o p r i e t o r i n the o i l and gas business. 

EXAMINER STOGNER: And you said you have appeared 

before i n t h i s hearing? 

MR. BAYLESS: Not i n t h i s case, but over the 
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years. 

EXAMINER STOGNER: I mean over the years — 

MR. BAYLESS: Yes. 

EXAMINER STOGNER: — and at OCD hearings; i s 

t h a t c o r r e c t ? 

MR. BAYLESS: Yes, s i r . 

EXAMINER STOGNER: And were your q u a l i f i c a t i o n s 

accepted as a p r a c t i c a l o i l and gas man or a g e o l o g i s t or 

an engineer or — 

MR. BAYLESS: I can't a b s o l u t e l y answer t h a t . 

They were accepted, I suspect, as an o i l and gas operator. 

EXAMINER STOGNER: Okay, as a p r a c t i c a l o i l and 

gas operator, e s s e n t i a l l y ? 

MR. BAYLESS: Yes, s i r . 

EXAMINER STOGNER: Do you want t o s t a t e your case 

today and represent yourself? 

MR. BAYLESS: Yes, i t ' s set f o r t h i n t h i s request 

f o r a d m i n i s t r a t i v e approval, which was denied because i t 

d i d not f i t the requirements. This i s a very shallow w e l l , 

i t ' s a very small deal. 

But a t any r a t e , i n July of 1995 we d r i l l e d a 

w e l l t o the Pic t u r e d C l i f f formation and set 5 1/2 casing, 

cemented i t . The cement was brought a l l the way t o the 

surface casing. The Pictured C l i f f was p e r f o r a t e d and 

f r a c t u r e - s t i m u l a t e d , and i t t e s t e d a t 1.2 MM per day on a 
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three-hour flow t e s t . 

However, the subsequent — the seven-day pressure 

buil d u p preceding t h i s t e s t showed t h a t there was only 12 0 

p . s . i . bottomhole pressure, i n d i c a t i n g t h a t the P i c t u r e d 

C l i f f had been severely drained. 

The w e l l would not produce i n t o the ga t h e r i n g 

system l i n e , which was running a t 185 pounds a t t h a t time, 

i n t h a t area. We put a compressor on i t and i t produced 

330 MCF per day on the average f o r 3 6 days. 

We then set a bridge plug above t h i s P i c t u r e d 

C l i f f zone and recompleted i n the F r u i t l a n d sand i n 

November of 1995 and stimul a t e d i t . I t t e s t e d f o r 1.4 

MMCFD. 

The pressure buildup t e s t i n d i c a t e d 380 pounds 

bottomhole pressure at — We continued t o produce t h a t a t 

around 3 00 MCF a day f o r the 19 days, and we have put a 

compressor on i t and have brought i t up t o a c t u a l l y about 

400 MCF a day. 

Inasmuch as the Pictured C l i f f by i t s e l f w i l l not 

produce w i t h o u t compression, i t makes much more sense f o r 

us t o downhole commingle and produce both zones through a 

compressor. 

The q u a l i t y of the gas i s very s i m i l a r . The 

Pi c t u r e d C l i f f has a BTU of 1157; the F r u i t l a n d sand has a 

BTU of 1146. So the gas q u a l i t y i s p r a c t i c a l l y i d e n t i c a l . 
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Even i f we should have crossflow between the zones, t h e r e 

should be no problem. I t ' s dry gas w i t h no condensate 

produc t i o n and no water production. 

I -- Under attachment 7, I have shown a p l a t 

showing ownership surrounding t h i s p r o r a t i o n u n i t , and 

i n c i d e n t a l l y both zones are on a 160-acre p r o r a t i o n u n i t . 

We have had no o b j e c t i o n from the surrounding lease owners. 

We propose t o a l l o c a t e the production, i f t h i s 

order i s granted, between the two zones on the — using a 

r a t i o of c a l c u l a t e d flows during the t e s t on each 

format i o n , and t h a t would be — 48 percent of the gas would 

be a l l o c a t e d t o Pictured C l i f f s , 52 percent a l l o c a t e d t o 

the F r u i t l a n d sand. The ownership of each zone i s 

i d e n t i c a l i n the wellbore, so there i s no p o t e n t i a l problem 

of d i s c r i m i n a t i o n . 

The — P a r t i c u l a r l y because of the severe 

drainage t h a t the Pictured C l i f f has in c u r r e d over the 

past, we f e e l i t r e a l i s t i c t o commingle downhole and 

produce these zones as a s i n g l e e n t i t y , w i t h compression, 

and we request your approval of t h a t . 

EXAMINER STOGNER: Mr. Bayless, can I ask you a 

couple of questions. 

MR. BAYLESS: C e r t a i n l y . 

EXAMINER STOGNER: Are there any other w e l l s i n 

t h i s area t h a t are being downhole commingled t h a t you know 
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of , i n the F r u i t l a n d sand and the Pi c t u r e d C l i f f s 

formation? 

MR. BAYLESS: No, s i r . 

EXAMINER STOGNER: Are there any other F r u i t l a n d 

sand w e l l s around t h i s area? 

MR. BAYLESS: Not nearby. I t ' s a very e r r a t i c 

sand. 

EXAMINER STOGNER: Are there any p h y s i c a l 

requirements p r o h i b i t i n g — Well, now, why can't you dual 

complete i t ? What's some of the f a c t o r s why you can't dual 

complete i t ? 

MR. BAYLESS: We j u s t f e e l t h a t the P i c t u r e d 

C l i f f p r o d u c t i v i t y i s so low t h a t i t ' s not economically 

v i a b l e . 

EXAMINER STOGNER: What i s the depth of t h i s 

well? 

MR. BAYLESS: 1700 f e e t . 

EXAMINER STOGNER: And i s t h i s on a f e d e r a l 

lease, t h i s 160-acre — 

MR. BAYLESS: There are two f e d e r a l 4 0s and a fee 

80. 

EXAMINER STOGNER: Okay. How i s t h a t broke up? 

What's the fee 8 0? 

MR. BAYLESS: The fee 8 0 i s the east h a l f of the 

northwest, I bel i e v e . 

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 

8 

EXAMINER STOGNER: And then the two, of course 

the two pads. And there i s no v e r t i c a l segregation between 

the ownerships i n t h a t area, or i n t h a t quarter section? 

MR. BAYLESS: That i s c o r r e c t . From the surface 

t o the base of the Pictured C l i f f the ownership i s 

i d e n t i c a l i n a l l formations. 

EXAMINER STOGNER: How about below t h a t ? I s i t 

d i f f e r e n t below i t ? 

MR. BAYLESS: Yes, s i r , i t i s . 

EXAMINER STOGNER: Okay. 

MR. BAYLESS: There's a deep Dakota t e s t on the 

n o r t h - h a l f p r o r a t i o n u n i t , I be l i e v e , and i t has d i f f e r e n t 

ownership. 

EXAMINER STOGNER: Now, you had made t h i s 

A p p l i c a t i o n a d m i n i s t r a t i v e l y back i n December; i s t h a t 

c o r r e c t ? 

MR. BAYLESS: That's c o r r e c t . 

EXAMINER STOGNER: And was i t sent back t o you, 

or how were you n o t i f i e d t h a t i t could not be done 

a d m i n i s t r a t i v e l y ? 

MR. BAYLESS: I h e s i t a t e t o a b s o l u t e l y say. I t ' s 

my b e l i e f , i t ' s my understanding, t h a t we were advised t h a t 

the Commission w i l l be looking i n the near f u t u r e a t 

changing the r u l e s , whereby i t i s possible f o r an 

a d m i n i s t r a t i v e approval t o be given t o a s i t u a t i o n such as 

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 

9 

t h i s . 

But u n t i l t h a t time happens, i t simply does not 

f i t the r u l e s and r e g u l a t i o n s . And we f e l t i t b e t t e r t o go 

ahead and proceed w i t h t h i s hearing than w a i t the 

i n d e f i n i t e time t o when those r u l e s might be changed. 

EXAMINER STOGNER: So the only reason i t was 

denied a d m i n i s t r a t i v e l y i s because of the pressure; i s t h a t 

what you understand? The pressure d i f f e r e n t i a l ? 

MR. BAYLESS: I believe t h a t ' s c o r r e c t . 

EXAMINER STOGNER: Being more than the standard 

50 percent? 

MR. BAYLESS: Yes, s i r . We have 120 and 380, I 

be l i e v e . 120 and 380. 

EXAMINER STOGNER: Now, should t h i s w e l l be shut 

i n over an extended period f o r some reason, and because of 

the pressure d i f f e r e n t i a l , what's your b e l i e f t h a t t h e r e 

wouldn't be any crossflow? Or why wouldn't t h e r e be any 

crossflow? 

MR. BAYLESS: I d i d not mean t o say th e r e would 

not perhaps be some crossflow. But the gas i s p r a c t i c a l l y 

i d e n t i c a l i n i t s composition, and there i s n e i t h e r water 

nor condensate i n e i t h e r formation i n t h i s area. 

EXAMINER STOGNER: Now, you proposed a 48-percent 

and 52-percent Pictured C l i f f s - F r u i t l a n d a l l o c a t i o n s p l i t . 

But should condensate be produced sometime i n the f u t u r e , 
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how should t h a t be allocated? Should there be any 

condensate whatsoever? 

MR. BAYLESS: I t h i n k t h a t i t would be r e a l i s t i c 

t o use on condensate the same r a t i o f o r the gas, 

p a r t i c u l a r l y i n view of the i d e n t i c a l ownership between the 

two zones. 

EXAMINER STOGNER: Now, you've produced q u i t e a 

few w e l l s out there i n the Pictured C l i f f s and the 

F r u i t l a n d sand, haven't you? 

MR. BAYLESS: Much more i n the P i c t u r e d C l i f f 

than the F r u i t l a n d . 

EXAMINER STOGNER: Okay. Have you — What has 

been your experience w i t h condensate out of the P i c t u r e d 

C l i f f s ? Has i t come i n a t a l a t e r date, or do you have 

very much condensate i n the Pictured C l i f f s i n t h i s area? 

MR. BAYLESS: Our personal experience i n the 

areas t h a t we operate i n i s t h a t we have — I can only 

t h i n k of one area, and i t ' s some 70 miles t o the northeast 

from here t h a t we have had any Pic t u r e d C l i f f condensate 

produced, and t h a t only happened i n the f i r s t year, I 

be l i e v e , of production. 

EXAMINER STOGNER: Mr. Bayless, have you received 

any waivers back from any of the o f f s e t operators t h a t you 

sent n o t i c e back i n December? 

MR. BAYLESS: I don't t h i n k we received waivers. 
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I t so happens t h a t two of the o f f s e t operators are also 

p a r t i c i p a n t s i n t h i s w e l l — 

EXAMINER STOGNER: And who i s tha t ? 

MR. BAYLESS: — being Southland Royalty 

(Meridian) and Marathon. 

EXAMINER STOGNER: So t h a t would leave Dugan and 

Petrocorp as o f f s e t operators? 

MR. BAYLESS: That's c o r r e c t . 

EXAMINER STOGNER: Okay. Now, were they 

n o t i f i e d ? 

MR. BAYLESS: Yes, they were n o t i f i e d , and y o u ' l l 

f i n d i n the back an attachment showing the n o t i c e s where 

they were n o t i f i e d by r e g i s t e r e d m a i l . 

EXAMINER STOGNER: I t looks l i k e you sent 

something t o Marathon too. 

MR. BAYLESS: Well, under our system, we send t o 

Marathon and Southland/Meridian. The f a c t t h a t they were 

p a r t i c i p a n t s i n the w e l l , we d i d n ' t f e e l t h a t negated the 

need t o so n o t i f y them. 

EXAMINER STOGNER: When you n o t i f i e d Dugan and 

Petrocorp — I believe t h a t ' s who i t i s — d i d you n o t i f y 

them on the A p p l i c a t i o n or t h a t t h i s was going t o hearing? 

MR. BAYLESS: I t h i n k we have copies of the 

l e t t e r , and I believe the l e t t e r i s a l l we have done, t h a t 

we have — the l e t t e r i n d i c a t e s t h a t we have — we 
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requested a d m i n i s t r a t i v e approval, and we d i d not send a 

second l e t t e r s t a t i n g i t was going t o hearing. 

I happen t o be a good f r i e n d of Tom Dugan, and — 

I r e a l i z e t h i s probably i s not the proper way of doing i t , 

but I am very, very confident he had no o b j e c t i o n . 

I have not t a l k e d t o Petrocorp subsequent t o 

m a i l i n g t h i s l e t t e r . 

EXAMINER STOGNER: What's your r e l a t i o n s h i p w i t h 

Petrocorp? 

MR. BAYLESS: I have — I don't b e l i e v e I have 

any. I don't t h i n k I've had any deals w i t h Petrocorp — 

any dealings w i t h Petrocorp. 

EXAMINER STOGNER: There are e s s e n t i a l l y two 

n o t i f i c a t i o n processes. I know i t seems redundant, 

e s p e c i a l l y a t t h i s p o i n t , t h a t you have downhole 

commingling a d m i n i s t r a t i v e a p p l i c a t i o n . That's what you're 

r e l y i n g on, and I can understand, e s p e c i a l l y your 

r e l a t i o n s h i p w i t h Mr. Dugan, and y o u ' l l probably get a 

waiver from Mr. Dugan. 

MR. BAYLESS: We very w e l l may have one. I'm 

j u s t not aware of i t . 

EXAMINER STOGNER: But I do have a problem i n 

t h a t they weren't n o t i f i e d of the hearing, and t h a t ' s p a r t 

of the n o t i c e procedure. 

Could I ask you, Mr. Bayless, t o w r i t e t o Mr. 
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Dugan and Petrocorp and n o t i f y them of t h i s hearing? And 

i f you can get a waiver back from both of them, t h a t would 

expedite t h i s matter. 

I s t h i s w e l l producing a t t h i s time? 

MR. BAYLESS: We took the compressor o f f , because 

there wasn't enough gas t o j u s t i f y i t , and I t h i n k i t i s 

producing a t a f a i r l y low r a t e from the F r u i t l a n d sand. 

There i s a bridge plug i n place a t t h i s time, 

s t i l l , the one t h a t we put i n at the time we recompleted. 

EXAMINER STOGNER: Mr. Bayless — 

MR. BAYLESS: And I w i l l contact these two 

p a r t i e s immediately. 

EXAMINER STOGNER: Okay. 

(Off the record) 

EXAMINER STOGNER: Mr. Bayless, because of the 

n o t i f i c a t i o n snafu, what I'm going t o do i s continue t h i s 

case — you won't have t o be here — continue t h i s case t o 

the March 7th hearing, a t which time I can issue an order 

a f t e r t h a t . 

But i n the meantime, e i t h e r today or tomorrow, i f 

you w i l l n o t i f y Petrocorp and Dugan, p r e f e r a b l y i f you can 

get a waiver from both of those p a r t i e s , I can issue q u i t e 

a -- or much e a r l i e r than t h a t , but j u s t because of t h a t — 

Any other a p p l i c a n t t h a t come i n t h a t had t h i s would have 

t o do the same t h i n g , then. 
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MR. BAYLESS: Sure, I understand, and I w i l l 

s t a r t on t h a t f i r s t t h i n g i n the morning. 

EXAMINER STOGNER: And i f you w i l l submit 

c e r t i f i e d m a i l i n g r e c e i p t s and everything, and then cc us, 

I would g r e a t l y appreciate i t . 

MR. BAYLESS: A l l r i g h t . 

EXAMINER STOGNER: And j u s t as soon as you get 

any k i n d of w r i t t e n waiver from e i t h e r or both or e i t h e r 

one of them, i f y o u ' l l get t h a t i n t o us j u s t as soon as 

pos s i b l e , we can expedite t h a t . 

But a t t h i s time w e ' l l have t o continue the case. 

I t won't be necessary f o r you t o be here unless you 

a n t i c i p a t e — which you probably won't a n t i c i p a t e any k i n d 

of o p p o s i t i o n from these p a r t i e s , because they haven't come 

forward p r i o r t o t h i s . 

(Off the record) 

MR. BAYLESS: I f i t should happen t h a t we have 

received t h e i r waivers f o r the a d m i n i s t r a t i v e and I can 

send those t o you, w i l l t h a t e l i m i n a t e the need f o r the 

second waiver f o r the hearing, or would you s t i l l l i k e t o 

have a waiver f o r the hearing? 

EXAMINER STOGNER: I'd l i k e t o have a waiver f o r , 

a c t u a l l y the hearing. 

MR. BAYLESS: Yes, s i r . 

EXAMINER STOGNER: But i f you have one f o r the — 
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I f you have one f o r Mr. Dugan f o r the a d m i n i s t r a t i v e , 

please go ahead and submit t h a t . 

MR. BAYLESS: I ' l l be on t h a t f i r s t t h i n g . 

EXAMINER STOGNER: Okay. 

(Off the record) 

EXAMINER STOGNER: Mr. Bayless, based on what you 

have presented today and pending you g e t t i n g t h i s 

n o t i f i c a t i o n back t o us and nobody ob j e c t s , you may go 

ahead and s t a r t , when you get back, the downhole 

commingling process. 

Just be aware t h a t should t h i s i n f o r m a t i o n not 

get i n or should there be an o b j e c t i o n , you may p o s s i b l y 

have t o shut the w e l l i n . 

But a t t h i s p o i n t , I don't see any reason not t o 

allow you t o go ahead and s t a r t on the downhole commingling 

process. 

MR. BAYLESS: Very w e l l , thank you. 

EXAMINER STOGNER: Just be aware t h a t t h i s s t u f f 

i s hanging over your head. 

MR. BAYLESS: I understand, t h a t ' s a contingency, 

but t h a t w i l l expedite our work. 

EXAMINER STOGNER: Are you an attorney? 

MR. BAYLESS: No, s i r . 

EXAMINER STOGNER: I do appreciate i t , Mr. 

Bayless. 
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And w i t h t h a t w e ' l l continue t h i s but, w i t h our 

b l e s s i n g , w i t h the contingencies. 

Thank you, s i r . 

MR. BAYLESS: Thanks very much. 

(Thereupon, these proceedings were concluded a t 

11:45 a.m.) 

* * * 
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