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MR. HATCH-. Case 4104, i n the matter of hearina 

called by the O i l Conservation Commission upon i t s own 

motion to consider the adoption of an administrative 

procedure whereby the Secretary-Director of the Commission 

could grant exceptions to Rule 303(a) of the Commission 

Rules and Reaulations, and permit marqinal zones i n 

dually completed o i l wells to be comminqled i n the 

wellbore provided waste would not r e s u l t thereby, provided 

dual flow downhole choke assemblies or other acceptable 

mechanical devices were i n s t a l l e d , and provided that the 

t o t a l production from both zones would not exceed top 

allowable f o r the uppermost zone. Further, to consider 

an administrative procedure to permit downhole commingling 

of low marginal wells approaching t h e i r economic l i m i t 

without the i n s t a l l a t i o n of the above-mentioned downhole 

equipment. 

MR. PORTER: The Commission would l i k e to ask 

for appearances i n t h i s case at t h i s time, Case 4104. 

F i r s t , I would l i k e to have the appearance of those who 

desire to present testimony. Does anyone desire to pre­

sent testimony i n Case 4104? 

MR. KELLAHIN: I would Like to enter an appearance 



for Continental O i l Company. Jason Kellahin of Kellahin 

& Fox, Santa Fe, aopearing for Continental O i l , and we 

w i l l have one witness. 

MR. PORTER: After the testimony has been 

presented, anyone who wants to mav make a statement of po s i t i o n 

for the record. We may have 3 or 4 w r i t t e n communications 

also. 

We were not able to get the proposed r u l e , the 

one that was proposed by the Commission's witness, i n the 

mail p r i o r to the hearing, but I believe there were 

d i s t r i b u t e d here at the door t h i s morning. However, the 

case was advertised, I t h i n k , i n such a manner that you 

could reasonably f o r e t e l l what would be presented i n the 

way of testimony by the Commission s t a f f . 

MR. HATCH: I f the Commission please, George 

Hatch appearing on behalf of the Commission, and I have 

one witness, Mr. Nutter. 

(Thereupon, Commission's 
Exhibits 1, 2, and 3 were 
marked for i d e n t i f i c a t i o n . ) 

DAN NUTTER 

called as a witness by the Commission, having been f i r s t 

duly sworn, was examined and t e s t i f i e d as follows: 
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DIRECT EXAMINATION 

BY MR. HATCH: 

Q State your name and position for the record? 

A Dan Nutter, chief enqineer f o r the O i l 

Conservation Commission. 

Q As chief enqineer, do you have a duty to make 

recommendations to the Commission concerning the enactment 

of rules f o r the prevention of waste and protection of 

cor r e l a t i v e rates pertaining to the production of crude 

o i l andnatural gas? 

A Yes, I do. 

Q Are you f a m i l i a r with Case 4104, and what i t 

proposes? 

A Yes, I am. 

Q Would you give a l i t t l e of the background 

and the necessity for t h i s case? 

A This case i s being called to consider the 

adoption of a revision of Rule 303 of the Commission's 

Rules and Regulations, to permit under some circumstances 

the commingling i n the wellbore of the production from 

dually completed o i l wells. 

The h i s t o r y of dual completions i n t h i s State 



goes back to 1^56 when the f i r s t o i l - o i l dual completions 

were allowed by t h i s Commission. The Commission had 

steadfastly resisted the dual completion of o i l wells u n t i l 

that time, because for the most p a r t , the plan was to 

complete the wells flowing one zone through thetubing and the 

other zone through the casing, and the Commission was 

convinced that t h i s was not a p r a c t i c a l method to produce 

o i l w e l l s . 

F i n a l l y , i n 1956, the industry came up with 

the idea of running p a r a l l e l s t r i n g s of tubing, and 

separating the two zones by packers, and producing each zone 

through a single s t r i n g of tubing. At that time, the 

Commission authorized the f i r s t o i l wells duals. These 

f i r s t o i l - o i l duals are now approaching 13 years of age, 

and there has been an evident decline i n production from 

these o i l - o i l dual completions, to the point where 

the zones are now becoming marginal andlow marginal, and 

there i s a d i s t i n c t advantage to combining the production 

in the wellbore under some circumstances, and t h i s i s 

es s e n t i a l l y the background f o r t h i s case today. 

Q You mentioned the d e s i r a b i l i t y of commingling 

in the wellbore. Do you have any e x h i b i t that w i l l 

point that out? 
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A Yes, E x h i b i t I , which i s mounted on the board 

here, d e p i c t s the advantages of the downhole commingling 

i n j u s t a t y p i c a l w e l l . 

We have a w e l l here which i s d u a l l y completed. 

I t has Zone A i n i t which makes 6 b a r r e l s o f o i l per day, 

and Zone B which makes 10 b a r r e l s of o i l per day. Eoth 

zones have an e s t a b l i s h e d d e c l i n e r a t e of 10 percent 

per annum. We have Zone A depicted here, s t a r t i n g of 

w i t h i t s fi b a r r e l s of o i l per day, and Zone B w i t h i t s 

10 b a r r e l s of o i l perday. They d e c l i n e to an economic 

li m . i t of 2 b a r r e l s of o i l per day. We see t h a t Zone A 

w i l l reach i t s d e c l i n e l i m i t i n 11 1/2 years a t t h i s 

e s t a b l i s h e d r a t e of d e c l i n e . Zone 3, the b e t t e r zone, 

w i l l extend i t i j economic l i f e t o 2 b a r r e l s per day, and 

we f i n d t h a t i t goes 16 1/2 years before i t reaches 2 

b a r r e l s . 

Now, i f we were t o combine these two zones 

and took out the separation equipment, we would have 

a combined producing r a t e of16 b a r r e l s per day, and we 

have shown t h i s 16 b a r r e l s per day by a combined l i n e , 

l i n e C on t h i s qraph. 

We have the w e l l s t a r t i n g o f f here making 

16 b a r r e l s per day, and d e c l i n e at the same continuous 
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rate of 10 percent per annum. Now, we have a tabulation 

of the figures that we used to derive t h i s curve. 

Q Excuse me. Did you mention the number of that 

Exhibit? 

A This i s Staff Exhibit I i n t h i s case. This 

would be Staff Exhibit I I , which i s the supporting 

figures upon which Exhibit I i s based. We w i l l see 

that the combined t o t a l for the f i r s t year i s 16 barrels 

per day: that by the end of 11 1/2 years, when the f i r s t 

w e l l or the Zone A has reached i t s economic l i m i t 

and would have to be shut i n , we w i l l see that the 

combined production from the two zones i s s t i l l 5.6 barrels 

per day. So, rather than losing one zone, we are continuing 

to produce the w e l l . 

Then we can take the combined production 

clear on out and at the end of 21 years, the combined 

we l l reaches i t s economic l i m i t of 2 barrels per day. 

What we have done, we have increased the p r o d u c t i v i t y 

of t h i s w e l l by the blue hatchered area. The blue 

hatchered area represents at t h i s point 11 1/2 years. 

Line B i s the production that i s coming from Zone A 

plus theproduction that i s comina from Zone B. Then 
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by the time you reach 16 1/2 years. the blue area i s 

the production that i s comincr from both zones, but which 

would not have been produced from e i t h e r zone had they been 

segregated. 

So using t h i s as ju s t a t y p i c a l example, wit h 

a 10 percent actual decline, and a 6 barre l and a 10 

bar r e l zone, we f i n d that the blue hatchered area here 

represents a t o t a l of 6,535 barrels of o i l that could 

be produced by combining the zones, and t h i s o i l would 

not have been produced otherwise. So we f e e l that under 

some circumstances you can d e f i n i t e l y j u s t i f y the 

commingling of the zones i n the wellbore, providing no 

reservoir waste w i l l r e s u l t . 

I f the economic l i m i t i f raised, i f we raised 

i t to 4 bar r e l s , we would s h i f t the red l i n e over to 

th i s p o i n t , we would s h i f t the blue hatchered area to 

here, and the blue hatchered area would represent 20,000 

or 30,000 barrels by simply r a i s i n g the economic l i m i t . 

Now, some of our wells are much deeper than t h i s t y p i c a l 

w e l l here, and the economic l i m i t would be much higher 

than j u s t 2 barrels a day. The higher the economic l i m i t , 

the more j u s t i f i c a t i o n there i s , providing reservoir 

conditions j u s t i f y the commingling. Thisis what we have 



to be cautious of, the reservoir conditions. 

Q Do you have a recommendation to make to the 

Commission? 

A Yes, I have proposed a suggested Rule 303-c. 

We have Rule 303(a) of the Commission's Rules and 

Regulations, which p r o h i b i t s the co:nmingling of 

production from o i l pools i n the wellbore, or on the 

surface of the ground. 

303-A, now 303-B, establishes an administrative 

procedure whereby production from o i l pools can be 

commingled on the surface of the ground, providing 

economic waste and other factors are taken i n t o consi­

deration. I would suggest an amendment to Rule 303, 

to provide 303-C, which would establish an administrative 

procedure for commingling of production i n a wellbore 

of these dually completed o i l wells. 

o Have you prepared a proposed rule? 

A Yes, I have. I t i s printed and has been 

d i s t r i b u t e d at t h i s hearing t h i s morning. I t i s e n t i t l e d 

"PROPOSED ADDITION TO COMMISSION RULE 303." 

0 Would you go through that Rule, oroposed r u l e . 
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and explain i t , and as you are doina t h a t , point out any 

changes that you would l i k e to suggest at t h i s time? 

A Rule 303-C would read as follows: "The 

Secretary-Director of the Commission s h a l l have the 

a u t h o r i t y to grant an exception to Rule 303-A, to permit 

the commingling i n the wellbore of dually completed 

o i l wells when the following facts exists and the 

fo l l o w i n g conditions are met: 

(1) Commingling of f l u i d s from two commonly 

owned reservoirs i n the casing without 

reservoirs i n the casing without downhole 

separation equipment of any kind. This 

type of downhole commingling may be 

approved when the p r o d u c t i v i t y of each 

zone of the dual completion has declined 

to 25 percent or less of the currently 

assigned top u n i t allowable for each pool, 

provided that the pressure of the zone 

with the lowest pressure i s at least 90 

percent of the pressure of the other zone, 

and provided f u r t h e r that no f l u i d com­

p a t i b i l i t y problems e x i s t i n the w e l l which 
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might r e s u l t i n the formation of 

prec i p i t a t e s which would damage eit h e r 

reservoir. 

(2) Commingling of f l u i d s from two commonly 

owned reservoirs i n the tubing, maintaining 

separation of the zones i n the casinq by 

means of a nacker and a dual flow downhole 

choke assembly or other acceptable mechanical 

device. 

This type of downhole commingling may 

be apDroved when the p r o d u c t i v i t y of each 

zone of the dual completion has declined 

so that the combined p r o d u c t i v i t y of both 

zones i s equal to orless than the currentl y 

assigned top u n i t allowable f o r the uppermost 

pool, provided that the pressure of the zone 

with the lowest pressure i s at least 

75 percent of the pressure of the other zone, 

and provided f u r t h e r that there i s no serious 

detrimental e f f e c t on the value of the 

commingled stream as compared to the sum 

of the values of the i n d i v i d u a l streams. 
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(3) To obtain aoproval f o r downhole commincrlincr 

of the production from both zones of a 

dually completed o i l w e l l , the operator 

of the w e l l s h a l l submit the following i n 

duplicate to the Secretary-Director of 

the Commission: 

(a) Name and address of the operator. 

(b) Lease name,well number, w e l l l o c a t i o n . 

(c) Names of the pools the w e l l i s completed 

i n and the Commission order number which 

authorized the dual completion. 

Now, t h i s i s a change from the printed proposal, 

and reads as follows, d would read: a schematic diagram 

of the w e l l showing a l l downhole equipment to be i n s t a l l e d , 

i f a p p l i c a t i o n i s being f i l e d pursuant to Section 2 above. 

Paragraph e then would provide as our r u l e , 

i t i s shown as d, paracrraph e would be: a current 

(within 30 days) 24-hour p r o d u c t i v i t y t e s t on Form C-116 

showing the amount of o i l , gas, and water produced from 

each zone. 

(f ) A current (within 30 days) sub-surface 

pressure t e s t on Commission Form C-124 



showing the 24 hour shut-in pressure f o r 

each zone taken i n accordance with Rule 302 

of the Commission Rules and Regulations. 

(Pressures may be calculated from f l u i d 

levels i n pumping wells.) 

(g) Statement that ownership of the two zones 

i s common throughout, including working 

i n t e r e s t , r o y a l t y ownership, and overriding 

r o y a l t y ownership. 

(h) A production decline curve f o r both zones 

showing that a steady rate of decline has 

been established for each zone which w i l l 

permit a reasonable a l l o c a t i o n of the 

commingled production to each zone f o r 

s t a t i s t i c a l purposes. 

( i ) A description of the f l u i d c h a r a c t e r i s t i c s 

of each zone showing that the f l u i d s w i l l 

not be incompatible i n the wellbore and 

that the actual commercial value of the 

commingled production w i l l not be s u b s t a n t i a l l y 

less than the sum of the values of the 

production from each pool i f segregated*. 



( j ) A statement that a l l o f f s e t operators 

and the royalty owner have been n o t i f i e d 

of the proposed commingling. 

The Secretary-Director of the Commission may 

approve the pronosed downhole comminalinq i n the absence 

of a v a l i d objection w i t h i n 20 days a f t e r the receipt of 

the a p p l i c a t i o n i f , i n his opinion, waste w i l l not r e s u l t 

thereby and c o r r e l a t i v e r i g h t s w i l l n o t be v i o l a t e d . 

The 2 0-cay waiting period may be dispensed with upon 

receipt of waivers of objections from a l l parties mention 

in item ( j ) above. 

That i s the proposed amendment to Rule 303. 

0 Does your copy have the corrections made on 

i t ? 

A Yes, s i r . 

Q Would you mark that up as an exhibit? 

A Yes, s i r . This has been i d e n t i f i e d as 

OCC S t a f f Exhibit I I I . 

n Do you have anything else to add to your 

testimony at t h i s time? 

A Not p a r t i c u l a r l y . I would be ready to answer 

questions, however, i f anyone has any. 



r:r». PORTER: Does anyone have a question of 

Mr. Nutter? Mr. K e l l a h i n . 

MR. KELLAHIN: I would l i k e t o ask you a 

couple of questions. 

CROS S_E X AMjCJvIjVrjjDN 

3Y MR. KELLAHIN: 

Q I n your paragraphs 1 and 2 or your proposed 

Rules, you have a requirement f o r a d i f f e r e n t i a l o f not 

les s - t h a n 10 percent. I n other words, the lowest pressure 

i n comminaling w i t h o u t any equipment, the-lower zone 

must be a t l e a s t ?0 percent of the upoer, of the higher 

pressure zone, and the other i s 75 percent i f you are 

using equipment. What i s the reason f o r that? 

A Well , Mr. K e l l a h i n , I f e e l thai; i f you are 

going t o throw the two zones t o g e t h e r i n the w e l l b o r e , 

the pressures should be the same or n e a r l y the same. 

Nov/, wc are a l l o w i n g a 10 percent d i f f e r e n t i a l i n 

pressure t h e r e . We are t a l k i n g about, i n most cases, 

marginal production which, doesn't have much pressure. 

But i n the event there i s a s u b s t a n t i a l d i f f e r e n t i a l , 

you may have m i a r a t i o n from one zone i n t o the o t h e r , 

i n t e r z o n e feed back, and i f you keep these pressure 

d i f f e r e n t i a l s p r a c t i c a l l y the name or w i t h i n a 10 



percent maximum, you w i l l have very l i t t l e i n t e r v e n e 

feeding. For t h a t reason, I propose t h a t i f , i n the 

event o f cor-m inn l i n g w i t h o u t separation equipment, t h a t 

the d i f f e r e n t i a l s be maintain a t 10 percent or less. 

NOW, i n the case of tli e s i t u a t i o n where you 

would bo i n s t a l l i n g the dual flow downhole choke 

assemblies, the d i f f e r e n t i a l a u t h o r i z e d by t h i s proposed 

r u l e would he 25 percent t h e r e . You could probably go 

more than 2 5 percent, but I don't have a l l t h a t f a i t h 

i n t h i s equipment, and f o r t h a t reason I have r e s t r i c t e d 

i t i n my suggested r u l e t o 25 percent. 

O A c t u a l l y , the Commission — 

A Yes, a f t e r hearing when they i n v e s t i g a t e d 

the i n d i v i d u a l case. We are t a l k i n g about a s i t u a t i o n 

here where the a p p l i c a t i o n i s f i l e d by the a p p l i c a n t , 

and wc are not cross examining the w e l l , we are not 

cross examining the man. We are t a k i n g the data provided 

t o the Commission, based on the recent GOR t e s t , and the 

recent bottomhole or sub-surfnc? pressure t e s t . 

Q Rut i n t h a t order there i s a p r o v i s i o n f o r 

a d m i n i s t r a t i v e approval, i s there not? 

A Yes, s i r . 

Q where there i s a greater d i f f e r e n t i a l than 

25 percent? 
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A Yes, s i r . And also, that i s a p a r t i c u l a r 

s i t u a t i o n where we know the formations i n that area. 

And you w i l l r e c a l l there were several hearings before 

that administrative procedure f o r that p a r t i c u l a r area 

was ever approved. We were well acquainted with the 

formations, the pressures, and the producing ch a r a c t e r i s t i c s 

of both zones. 

Q Would there be any migration of f l u i d i f 

the producing bottom hole pressure of the wel l i s 

less than the s t a t i c bottom hole pressure? 

A I f the producing pressure i s less than s t a t i c ? 

Q Yes. 

A There could be. The d i f f e r e n t i a l i s what 

counts. Really, t h i s thing i s s i l e n t here on saying 

what types of pressures, and I pondered t h i s very 

seriously, as to whether t h i s should be a flowing 

pressure or a shut-in pressure, and I f i n a l l y came up 

with the shut-in pressure on t h i s , because I f e e l 

that the d i f f e r e n t i a l i s normally going to be less 

during a flow period, but you have to contemplate 

the time when the wells are shut i n , too, and f o r 

t h i s reason, we f e l t that there would probably be a 



bigqer d i f f e r e n t i a l at the time the well was shut i n , 

and we ought to measure some of the shut i n pressures. 

MR. KELLAHIN: Thank you. 

MR. PORTER: Does anyone else have a question? 

The witness may be excused. Mr. Hatch, I believe you 

haven't offered your ex h i b i t s . 

MR. HATCH: I would l i k e to o f f e r Exhibits 

1, 2, and 3. 

MR. PORTER: I f there are no objections, 

Exhibits 1, 2, and 3 of the Commission Staff i n Case 

4104 w i l l be admitted. 

(whereupon, Commission's Staff 
E x h i b i t 1, 2, and 3 were 
admitted i n evidence.) 

I f there are no further questions, the 

witnesses may be excused. Mr. Kel l a h i n , would you l i k e 

to proceed with your testimony at t h i s time? 

MR. KELLAHIN: I would l i k e to c a l l as our 

witness, Mr. V. T. Lyon. 

VICTOR T. LYON 

called as a witness by Continental O i l Company, having 

been f i r s t duly sworn, was examined and t e s t i f i e d as follows 

DIRECT EXAMINATION 

BJL Jl1*.--JL-l̂ LJWIN : 

Q Would state your name, please? 
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A V i c t o r T. Lyon. 

0 With whom are you employed, and i n what p o s i t i o n ? 

A I am employed by C o n t i n e n t a l O i l Company as 

Conservation Coordinator f o r the Hobbs D i v i s i o n . 

Q Have you t e s t i f i e d before the O i l Conservation 

Commission, and made your q u a l i f i c a t i o n as a Petroleum 

Engineer a matter of record? 

A Yes, s i r . 

MP.. KELLAHIN: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

MR. PORTER: Yes, s i r . 

Q Mr. Lyon, have you made any study of the proposal 

which has been made by the O i l Conservation Commission i n 

Case 4104? 

A Yes, I have. 

Q And i n connection w i t h t h a t , have you prepared 

some data or proposals t o be submitted f o r i n f o r m a t i o n o f 

the Commission l a t e r i n your testimony? 

A Yes, s i r . 

Q Mr. Lyon, d i d you r e c e n t l y p a r t i c i p a t e , t h a t 

i s , i n December 196 9, i n an a p p l i c a t i o n f i l e d by C o n t i n e n t a l 

O i l Company seeking downhole commingling i n Case 3995? 

A Yes, s i r . 
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Q Were you the witness i n t h a t case? 

A Yes, I was. 

Q For the b e n e f i t of the Commission, would you 

review b r i e f l y what was proposed i n t h a t a p p l i c a t i o n ? 

A Case 3995 was Con t i n e n t a l ' s a p p l i c a t i o n f o r 

a u t h o r i t y t o downhole comminqle prod u c t i o n from the Maljamar-

Abo Baish-Wolfcamp pools i n our 3aish A Wells No. 12 and 

13. Both of these w e l l s had p r e v i o u s l y been d u a l l y completed 

i n the two r e s e r v o i r s and the completions of both zones 

had ceased flowinct. H y d r a u l i c pumping equipment had been 

i n s t a l l e d f o r the Wolfcamp completion i n Well No. 13. I t 

was proposed t h e r e f o r e t o complete both w e l l s w i t h downhole 

dual f l o w chokes and l i f t p r o d u c t i o n from both zones w i t h a 

s i n g l e h y d r a u l i c pump. The equipment which was proposed was 

designed so t h u t the p r o d u c t i o n from one formation would not 

be i n c o n t a c t w i t h the ot h e r formation and t h a t the o i l would 

be commingled only i n the t u b i n g . The i n s t a l l a t i o n c a l l e d f o r 

two packers, one placed between the two zones, and one above 

the top zone which would p e r m i t the gas from both zones t o 

be vented through the casing t u b i n g annulus thereby i n c r e a s i n g 

the e f f i c i e n c y of the pumping equipment. 

n lias C o n t i n e n t a l O i l Company had experience 

w i t h t h i s equipment i n New Mexico p r i o r t o these two 

i n s t a l l a t i o n s ? 



A Our Casper D i v i s i o n o f f i c e operates C o n t i n e n t a l ' s 

p r o d u c t i o n i n the northwest p a r t o f the St a t e , and a t 

t h a t time the o f f i c e was located i n Durango, Colorado, 

which has since been consolidated w i t h the Casper 

D i v i s i o n o f f i c e . There was an a p p l i c a t i o n f i l e d f o r 

the use of the downhole flow choke assembly i n the 

J i c a r i l l a F i e l d . I n t h i s p a r t i c u l a r i n s t a l l a t i o n , the 

two zones i n v o l v e d are h i g h a a s - o i i r a t i o f l o w i n g zones. 

Since t h a t area i s operated out of a d i f f e r e n t o f f i c e , 

I am not f a m i l i a r w i t h the d e t a i l s o f those i n s t a l l a t i o n s , 

but I am t o l d t h a t there were a number of such w e l l s 

ttfhich u t i l i z e t h i s equipment. I am also t o l d t h a t the 

i n s t a l l a t i o n s had been mo d i f i e d so t h a t the chokes, 

themselves, have been removed, and the i n s t a l l a t i o n s 

i n v o l v e e s s e n t i a l l y two check valves which prevent 

the p r o d u c t i o n from one zone being i n contact w i t h the 

oth e r , so they are commingled j u s t i n the t u b i n g , but 

the equipment has been m o d i f i e d . 

The i n s t a l l a t i o n s i n our Baish 12 and 13 are the 

f i r s t i n s t a n c e s , to my knowledge, i n New Mexico where 

the equipment has been used f o r a r t i f i c i a l l i f t . 

o What was the r e s u l t of the a p p l i c a a t i o n i n 
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A Order No. R-3641;, dated December 31, 196 3, 

was entered as a result of our hearing in Case No. 3995 

approving our application to dual the wells as we 

requested. 

MR. KELLAHIN: I f the Commission please, I 

don't believe Mr. Nutter made any proposals as to 

t e s t i n g of the wells which would be completed i n accordance 

wi t h his proposal. We would, of course, anticipate 

c e r t a i n tests would be required, and for the purposes 

of our testimony, we would l i k e to go i n t o that phase 

of i t , too. I f you have no objection. 

MR. PORTER: The Commission has no objection. 

0 (By Mr. Kellahin) Mr. Lyon, at the presentation 

of the application i n Case ?J95, how often did you 

propose to t e s t the zones in d i v i d u a l l y ? 

A We proposed to te s t one zone i n d i v i d u a l l y , and 

then t e s t both zones together, so that the zone that was 

not tested would i n e f f e c t be tested by the subtraction 

method, and t h i s was proposed to be done once each year. 

o Mow, what are the t e s t i n g requirements that 

were actually included i n Order R-3645? 

A Paragraph 6 of the Order states "that production 
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tests of the combined zones and nf e i t h e r of the Abo or 

Wolfcamp zones in each well s h a l l bo conducted quarterly, 

and the p r o d u c t i v i t i y of each zone thus established." 

Paraqraph Nine of the Order states "that the 

Secretary-Director may authorize annual production tests 

i f he determines on the basis of previous tests that a 

s t a b i l i z e d rate of decline and production has been 

achieved i n each zone, and that quarterly tests are 

no longer necessary to accurately determine and allocate 

production from each zone." 

Q I n presenting your testimony, did you give 

the Commission an estimate of the cost of performing 

these tests? 

A I t was estimated at that time that our cost 

of t e s t i n g would be i n the range of S400 to $600. 

0 Have these wells now been equipped as proposed 

i n Case No. 3995? 

A Yes, they have. 

Q Was the cost to i n s t a l l the equipment more 

or less than you had anticipated? 

A In one instance, i t was about the same; 

i n the other, i t was qreater. The Baish A no. 13 



was estimated to cost S.9,4no, but act u a l l y cost $13,000. 

The additional cost was the res u l t of additional rate 

time, due to problems encountered i n runninq the dual flow 

choke equipment. 

Q Is th a t the same type of equipment that would 

be required i n the proposed Order, paragraph 2? 

A Yes, essentially the same equipment. 

Q So you would anticipate s i m i l a r costs i f you 

were proceeding under the proposed Order, would you not? 

A Yes, s i r . 

Q Have you made the tests that were required by 

the Order? 

A We are i n the process of conducting the t e s t . 

Q And what experience have you had i n connection 

with the cost of conducting these tests? 

A Well, we believe that our o r i g i n a l estimates 

were considerably o p t i m i s t i c . I t appears now, based on 

our experience i n t e s t i n q the wells that the cost to 

tes t the w e l l w i l l be approximately S1,000. 

Q Just what do you have to do i n order to 

conduct t h i s test? 

A Well, i t i s quite an involved process, and I 

would l i k e to go throuah i t j u s t to make sure that the 
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Commission i s f a m i l i a r with what a l l i s involved. 

F i r s t , since thin i s a hydraulic pumping 

i n s t a l l a t i o n , the pump must be surfaced by reversing 

the flow. 

Then the standing valve i s removed by a 

wire l i n e . Then you go i n with a wire l i n e again, and 

remove the blanking plug, and then you go i n again with 

a x^ire l i n e , and remove the dual o r i f i c e head. When 

you do t h i s you take out the top p a r t of the dual. The 

check valve s t i l l stays i n place, so the zones are not 

commingled. 

Then you change the o r i f i c e head so that one 

of the flow tubes i s blanked on i t , and you run i t back 

with a wire ?ine. Then you run i n w i t h a wire l i n e 

again and replace the blanking plug; and then you run 

i n again w i t h a wire l i n e again, and replace the standing 

valve. 

Then you pump the pump back to the bottom 

and being your production t e s t . When you have s t a b i l i z e d 

your production, and have a reasonably accurate t e s t , 

you surface the pump again by reversing the flow. Then 

you go i n wit h a wire l i n e , p u l l out the standing valve. 
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go i n w i t h a w i r e l i n e and remove the bla n k i n g plug. 

Then you go i n w i t h a w i r e l i n e again, remove 

the head, change the flow tube so t h a t they are both 

open and run i n w i t h a wire l i n e , replace the o r i f i c e head, 

then run i n w i t h a w i r e l i n e again, replace the standing 

valve — I mean the blanking plug and then you run i n 

again w i t h a w i r e l i n e and replace t he standing v a l v e , 

and you pump the w e l l back down, and. conduct your t e s t 

w i t h both zones toget h e r . 

Now, we could do i t the o t h e r way. We could 

t e s t both zones f i r s t , and then t e s t the one zone 

i n d i v i d u a l l y but the r e s u l t i s the same. I t r e q u i r e s 

two round t r i p s of t h i s equipment, which invol v e s 12 

runs w i t h a w i r e l i n e . 

MR. PORTER: I n other words, you b e t t e r have 

p r e t t y good wire? 

(Laughter) 

Q Does t h i s type of o p e r a t i o n on your w e l l 

i n v o l v e d any r i s k , loss of one or both zones, a t l e a s t 

t e m p o r a r i l y ? 

A W e l l , i t sounds r e l a t i v e l y simple when I 

t e l l you t h a t you run i n w i t h a w i r e l i n e andpick up 
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t h i s equipment. I t doesn't always come, so then you have t o 

make another r u n , or i f there i s something else t h a t 

happens, you may have t o p u l l the t u b i n a . I t sounds 

r e a l simple, but i t doesn't work q u i t e t h a t easy. 

Q I s i t your recommendation to t h i s Commission 

t h a t such t e s t s be held t o a minimum? 

A Yes, i t c e r t a i n l y i s . 

Q What do you a n t i c i p a t e the cost w i l l be t o 

conduct these t e s t s t h a t you described? 

A W e i l , as I s a i d , I b e l i e v e t h a t the cost t o 

conduct t h i s t e s t i n the absence of more than usual 

d i f f i c u l t y , t o be about $1,000. 

Q Have you found t h a t t h i s type o f equipmenthas 

r e s u l t e d i n i saving t o C o n t i n e n t a l O i l Company? 

A Yes, the equipment has c e r t a i n l y r e s u l t e d i n 

less investment than would be i n v o l v e d i n i n s t a l l i n g 

two p a r a l l e l completely separate h y d r a u l i c pumping systems. 

But, r e a l l y , the t e s t on a q u a r t e r l y basis considerably 

o f f s e t s the savings i n investment. 

Q I s i t your testimony then t h a t the downhole 

dual flow choke assembly does n o t have any a p p l i c a t i o n 

i n your operation? 
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A No, i t i s not my i n t e n t t o giv e t h i s impression. 

I t h i n k the equipment does have a p p l i c a t i o n . I t h i n k 

these a p p l i c a t i o n s should be l i m i t e d t o reasonably 

high producing r a t e s , and i n those s i t u a t i o n s where there 

could be waste or loss of o i l as a r e s u l t of p u t t i n g 

the two zones together. 

Q Now, you heard Mr. N u t t e r t e s t i f y i n regard 

t o t h i s type of completion, and 25 percent d i f f e r e n t i a l 

of pressure across the two zones. Do you have any comment 

on t h a t ? 

A W e l l , we have discussed t h i s a t l e n g t h i n 

our o f f i c e , a good many of engineers, and i t i s t r u e 

there are times when the w e l l w i l l not be producing, but 

i n most cases these times w i l l be q u i t e s h o r t i n 

d u r a t i o n . R e a l l y , i f your bottom hole producing 

pressure i s less than the s t a t i c p r e s s u r e of those zones, 

then I can't see any p o s s i b i l i t y o f t h i e f i n g from one 

zone t o another. 

Q I n the event there was some l i m i t e d amount 

of t h i e f i n q from one zone t o another, would i t , i n 

your o p i n i o n , cause any waste or damage t o any of the 

r e s e r v o i r s ? 
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A I f both zones are o i l producing zones, and 

i n the absence of some c h a r a c t e r i s t i c o f the f l u i d s 

which would make them in c o m p a t i b l e , any t h i e f i n g on 

a temporary basis would be recovered s h o r t l y a f t e r the 

w e l l was replaced on p r o d u c t i o n . 

Q Do you have any recommendation as t o an 

a l t e r n a t e courseof action? 

A Yes, s i r . 

Q What would those recommendations be? 

A I b e l i e v e t h a t i t i s g e n e r a l l y conceded t h a t 

dual completions are requested and approved on the 

basis t h a t they p e r m i t development of zones which under 

normal circumstances would not be developed by i n d i v i d u a l 

'.•/ells. This i s not always the case, since c e r t a i n l y 

there are savings i n d u a l l y completing w e l l s . Where 

you can a n t i c i p a t e a minimum of d i f f i c u l t y i n producing 

them, then c e r t a i n l y an operator'.s p r o f i t can be 

increased by dual completions. But when producing r a t e s 

d e c l i n e t o the p o i n t t h a t the p r o f i t i s s m a l l , the 

operator must look f o r some way i n which he can continue 

t o operate the w e l l a t a p r o f i t . 

Anv operator who looks a t h i s o p e r a t i n g costs 
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must be aware of the cost of maintaining additional 

equipment, the cost of conductingproduction t e s t s , the 

cost of conducting oacker leakage t e s t s , and the cost 

of performing repair work when communication i s found 

to e x i s t between zones. 

By commingling downhole, an operator can 

salvage a tubing s t r i n g , and i n many instances can 

salvage surplus equipment ruch as separators, heater 

t r e a t e r s , and so f o r t h . Therefore, from an operator's 

viewpoint there are many advantages to commingling 

production downhole. 

The expenses that I have mentioned are 

eliminated, and i* N many cases the lower zone i s producing 

more e f f i c i e n t l y when i t i s not r e s t r i c t e d by producing 

below a packer. The a b i l i t y to vent the gas j u s t 

n a t u r a l l y improves pumping e f f i c i e n c y . 

Q Are there any disadvantages to t h i s type of 

completion. 

A Well, of course, there are disadvantages to 

down hole commingling, or we would have been doing i t 

before t h i s . F i r s t , there i s the reluctance to comminqle 

downhole, because of the p o s s i b i l i t y of causing waste. 
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Primarily, such waste could r e s u l t from, say, the 

drowning of one zone when i t i s produced together with 

another zone that has an active water d r i v e . 

Another p o s s i b i l i t y of waste would be 

where a gas zone i s commingled with an o i l zone, and 

the gas reservoir becomes saturated w i t h o i l from the 

o i l zone, and t h i s o i l w i l l be forever l o s t . 

Another p o s s i b i l i t y of loss, at least of a 

temporary nature, would be where one zone had a 

considerably lower producing pressure than the other. 

For instance, i f one zone was pumping and had a very 

low bottomhole pressure, and the other was flowing so 

that i t s produc'na pressure i s greater thanthe shut i n 

pressure of the zone, then o i l from thehigher pressure 

zone would enter the lower pressure zone, and the production 

from the w e l l would be reduced rather than increased. 

I say t h i s would cause a temporary loss, 

because as the pressure of the higher pressure zone 

declines, i t would u l t i m a t e l y reach a point where the 

lower pressure zone would begin to feed i n t o the w e l l , 

and any o i l t h a t was l o s t by migration would u l t i m a t e l y 

be recovered, and the zone would give up the o i l which 
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i s indigenous to that formation. 

Then, also, there i s a question of data. I t 

is desirable to have as accurate data as possible on 

production from each lease, and each w e l l , and each 

reservoir on each lease. The accuracy of t h i s data 

varies considerably according to ihe number of wells, 

the number of producing zones, the q u a l i t y of the 

testing equipment, and the q u a l i t y of supervision which 

isgivan to the w e l l . Those who gather data i n New 

Mexico are c e r t a i n l y appreciative of the f a c t our data 

is reported by wells, and by zones. This data i s 

generally p r e t t y good, but one must understand when 

evaluating t h i s data that each well's production is-not 

i n d i v i d u a l l y measured. Consequently, the data i s 

not 10 0 percent accurate. 

By commingling production i n the wellbore, 

we are not able to measure the production from each zone 

in that w e l l . Consequently, we have a f u r t h e r loss of 

accuracy i n our data when such commingling i s permitted. 

Wemuat then consider what t h i s greater accuracy must 

cost us. Therefore, there can be no doubt that many 

reservoirs i n Southeast New Mexico can be commingled 
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without creating waste, and that such wells can be 

operated to a lower producing rate so that the o i l i s 

actually conserved. We must f i n d a balancing point 

where we maintain production f or accuracy of data, u n t i l 

the accuracy of that data i s down to the point that 

i t i s no longer worth the extra o i l that i t w i l l cost 

us, which could be saved i f t h e two zones were produced 

together. 

Af t e r giving due consideration to the factors 

I have j u s t discussed, i t i s Continental O i l Company's 

position that downhole commingling without separation 

equipment could be permitted by administrative procedure 

under the following conditions. 

Q Mr. Lyon, before you read t h a t , do you have 

a copy which you car. make available to the Commission 

of your recommendations that you are about to — 

A I can supply them l a t e r . I don't have 

them available with me r i g h t now. 

Q W i l l you supply a copy to Lhe Commission? 

A I would be happy t o . 

Q What recommendations do you make with 

regards tc downhole commingling without any downhole 
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separation? 

A No. 1, both rones should be c l a s s i f i e d as 

o i l w e l l completions. 

No. 2, neither zone should produce more than 

15 barrels of water per day. 

No. 3, both zones have a combined producing 

capacity of not more than half of the top allowable of 

the zone having the lower allowable, and gas production 

below the lower of the two dai l y gas l i m i t s . 

I t i s recommended t h t the production from C-115 

for the l a s t six months be used to determine whether 

a well can q u a l i f y under these requirements. 

No. 4, i f e i t h e r zone i s produced by a r t i f i c i a l 

l i f t p r i o r to downhole commingling, the commingled zones 

must, be a r t i f i c i a l l y l i f t e d . This i s i n order to 

prevent the t h i e f i n g from a high pressure zone to a low 

pressure zone. I t i s believed that there would be no 

loss of o i l , provided that the well i s pumped o f f to the 

point that the producing bottom hole pressure i s less 

than the s t a t i c reservoir pressure of both zones. 

No. 5, the u n i t value of the crude o i l should 

not be reduced as a r e s u l t of the commingling. This 



refers p r i m a r i l y to tho commingling of the sweet and 

the sour crude. There could be a loss of revenue i f the 

producer i s receiving a sweet crude price f o r one crude, 

and a sour crude price f or the other, and the comminqling 

of the two would r e s u l t i n the commingled: stream being 

sold as sour crude. I f the sweet crude i s being sold 

at a sour price before the commingling, then there 

would not be any reduction i n revenue. 

We fu r t h e r recommend that the fo l l o w i n g 

r e s t r i c t i o n s be imposed. I f a we l l q u a l i f i e s under 

the above conditions, i t may receive an allowable of 

not more than 50 percent of the top allowable of the 

zone having t h t smaller allowable, and s h a l l be 

penalized for excessive gas-oil r a t i o , based on the 

lower of the d a i l y gas l i m i t s which apply to the 

reservoirs; and production from the w e l l during 

downhole commingling s h a l l be allocated between the 

two zones on the basis of extrapolated decline curves 

of the zones p r i o r to the downhole commingling, or 

on such other basis which i s sa t i s f a c t o r y to the 

D i s t r i c t supervisor. Now, i t ' s p o s i t i v e l y been my 

observation that there are some wells that j u s t don't 
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have decline curves which you can readily extrapolate 

very accurately- And, too, the wells s h a l l be tested 

on a commingled basis each year during the normal 

testing period f o r the lowermost zones, except that a 

well penalized f o r a gas-oil r a t i o s h a l l be tested 

semi-annually, at 6 month i n t e r v a l s . 

Q Does that complete your recommendations? 

A Yes, s i r . 

MR. KELLAHIN: That completes the d i r e c t 

examination of the witness. 

MR. PORTER: Do you have any Exhibits that 

you would l i k e to o f f e r , Mr. Kellahin? 

MR. Ki.T.LAHIN: V?e do not have an Ex h i b i t . 

I can leave a copy of the recommendations that were 

made, i f you would l i k e i t . 

MR. PORTER: We would l i k e to have a copy. 

Does anyone have any question of Mr. Lyon? 

Mr. Nutter, do you have any question? 

MR. NUTTER: No. 

MR. SELINGER: George W. Selinger, with 

Skelly O i l Company. I would l i k e to ask Mr. Lyon a 

c l a r i f i c a t i o n question. As I understand i t , Mr. Lyon, 
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the S t a f f s ' recommendation i s f o r a one time current 

p r o d u c t i v i t y and pressure t e s t , whereas your recommendations 

indicate an annual t e s t i n g , i s that correct? 

THE WITNESS: Yes,sir. 

MR. SELINGER: Thank you. 

MR. NUTTER: Mr. Porter, I don't think I would 

recommend that these wells, p a r t i c u l a r l y the wells that 

you are going to put the downhole dual flow choke assemblies 

on, would never be tested again. Maybe I should have 

gone i n t o that i n a l i t t l e f u r t h e r d e t a i l , but I think that 

periodic tests of some nature should be conducted. I 

envision that the orders which would authorize the 

downhole commingling would make provisions for some sort of 

a t e s t . 

MR. SELINGER: Under paragraph 2 of the 

proposal? 

MR. NUTTER: Oh paragraph 2 only, yes. 

MR. PORTER: I believe that concludes the 

testimony i n the case. Nov;, do we have statements, i s 

there anyone who would l i k e to make a statement r e f e r r i n g 

f o r Case 4104? 

MR. SIMEX: I am Brad Simex with Amarado 
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Petroleum. Amarado Petroleum Corporation supports the 

adoption of administrative procedure to allow dually 

completed wells to he ccmminqled i n the wellbore, where 

the combined production of the commingled zones, ei t h e r gas 

or o i l , i s less than one allowable, and Amarado supports 

the approval of the wellbore commingling even without 

downhole chokes. 

MR. WHICHAM: I am Carl Whigham, employed by 

Texaco, Inc., at Midland, as proration d i v i s i o n engineer. 

I would l i k e to make a statement. Texaco is a proponent 

of wellbore commingling and p a r t i a l l y completed m u l t i -

pay o i l and gas pools producing from reservoirs which 

are compatible, where mineral in t e r e s t s ownership w i l l 

not be adversely affected. Such wellbore commingling 

i s recognized as an e f f e c t i v e conservation measure due 

to increased utlimate recovery of. hyddrocarbor. reserves 

r e s u l t i n g from more economic operation. Texaco recommends 

the adoption of administrative procedures whereby the 

Secretary-Director of the Commission can administratively 

grant exceptions to Rule 3^3-A of the Commission's 

Rules and Regulations permitting marginal zones and 

dually completed wells to be commingled i n the wellbore, 

providing waste w i l l not r e s u l t thereby, and provided t h a t 
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the t o t a l nroducti.cn from both zones w i l l not exceed 

the top allowable f o r the uppermost zone. 

MR. TERRY: My name i s George Terry, with 

P h i l l i p s Petroleum Company i n Midland, Texas. I would 

l i k e to read the following statement f o r P h i l l i p s . 

P h i l l i p s Petroleum Company wishes to commend the Commission 

for i t s foresightedness i n bringing t h i s matter on 

for hearing, and P h i l l i p s believes that tho reduced 

operating and investment expenditures permissible 

under downhoole commingling i n marginal zones w i l l y i e l d 

an increased economic recovery of o i l , which otherwise 

would be l o s t , and supports the proposed r u l e . 

MR. SIMMONS: I am W. B. Simmons, proration 

engineer w i t h Mobil O i l Corporation, from Midland, Texas, 

and I would to read t h i s statement i n t o the record. 

Mobil O i l Corporation welcomes the opportunity 

to express i t s views on the adoption of a statewide 

administrative procedure to authorize the Secretary-

Director of the New Mexico O i l Conservation Commission to 

grant exceptions to Rule 303 (a) of the Commission Rules 

and Regulations and permit downhole commingline- of 

marginal zones under conditions established by the 

Commission. 



Mobil has reviewed the testimony and e x h i b i t s 

presented a t past downhole commingling hearings. I t appears 

t h a t w h i l e the a d m i n i s t r a t i v e work i n c u r r e d by both the 

Commission and the o i l operators has been w i t h i n manageable 

l i m i t s i n the past, i t can be expected t o become time 

consuming and expensive as the hearing loads increase i n 

the f u t u r e . 

I t i s f o r t h i s reason t h a t Mobil supports the 

establishment of a d m i n i s t r a t i v e procedure whereby the 

a p p l i c a t i o n f o r downhole commingling could be s i m p l i f i e d 

and expedited by the Commission. The advantages o f downhole 

commingling have been recognized by the Commission as 

evidenced by the approvals granted i n the past. 

Mobil would l i k e t o take t h i s o p p o r t u n i t y t o s t a t e 

i t s views on downhole commingling. Avoiding the economics 

o f s p e c i f i - cases, Mobil b e l i e v e s t h a t the increased c o s t 

of m a i n t a i n i n g a m u l t i p l e completed w e l l over the c o s t o f 

producing a downhole commingled w e l l w i l l cause premature 

abandonment and waste of recoverable hydrocarbons. Whereas, 

the amount of hydrocarbons recovered from any one commingled 

w e l l would be r e l a t i v e l y s m a l l , the combined amounts would 

become s i g n i f i c a n t as more w e l l s were comminaled i n an agina 

r e s e r v o i r . 

Other favorable aspects of commingling m u l t i p l e 

w e l l s would be the savings inherent i n the u t i l i z a t i o n of 
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salvaged equipment on other w e l l s and m i n i m i z i n g the 

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

completed w e l l s r e q u i r e . These savings can be b e t t e r 

spent on development and e x p l o r a t o r y d r i l l i n g o p p o r t u n i t i e s . 

The f o l l o w i n a l i m i t a t i o n s f o r downhole commingling 

a p p l i c a t i o n s are proposed by Mobil f o r c o n s i d e r a t i o n 

as g u i d e l i n e s by the Commission: 

1. A l l zones to be commingled are or need 

t o be a r t i f i c i a l l y l i f t e d . 

2 T o t a l d a i l y average p r o d u c t i o n from a l l 

zones t o be commingled s h a l l n o t exceed 

top u n i t allowable f o r h i g h e s t a l l o w a b l e 

zone commingled. 

3. Evidence be presented s u p p o r t i n g the 

c o m p a t i b i l i t y of the zones t o be 

commingled. 

4. There i s common ownership o f a l l zones 

t o be commingled. 

5. Commingling does not j e o p a r d i z e secondary 

recovery o p e r a t i o n s . 

Mobil O i l Corporation r e i t e r a t e s i t s support 

of the proposed a d m i n i s t r a t i v e prooadures and b e l i e v e s 
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t h a t i t s implementation w i l l s i m p l i f y downhole commingling 

a p p l i c a t i o n s w h i l e preventing waste and p r o t e c t i n g 

c o r r e l a t i v e r i q h t s . Thank you. 

MR. PORTER: Does anyone els e have a statement? 

MR. MOTTER: Gene Motter o f C i t i e s Service. 

I would also l i k e t o commend t o t h e Commission,and t o 

recommend t h a t you proceed w i t h t he adoption of the 

a d m i n i s t r a t i v e procedure f o r w e l l b o r e commingling. I 

b e l i e v e the case has had some r e l a t i o n s h i p t o two d i f f e r e n t 

cases, one d e s c r i b i n g low marginal w e l l . I would suggest 

t h a t t h e Commission might consider, i n l i e u oflow 

marginal w e l l s , t h a t they consider the b a r r e l s i t u a t i o n 

along w i t h t h e c u r r e n t depth r e c o r d . This might ease the 

s i t u a t i o n i n determining a low marginal w e l l . 

MR. PORTER: YOU would, suggest t h a t r a t h e r 

than j u s t the terminology of a low marginal w e l l , t h a t 

we might use a d e f i n i t e number o f b a r r e l s ? 

MR. MOTTER: Yes, and c o r r e l a t e i t t o che 

present depth record. 

MR. PORTER: Does anyone else have a statment? 

MR. KELLAHIN: Jason K e l l a h i n of K e l l a h i n & 

Fox, Santa Fe. I would l i k e t o make a statement. I f 
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the Commission please, we feel that the O i l Conservation 

Commission i s to be commended for bringing t h i s matter 

on to a hearing. I f we l e f t any doubt i n the Commission's 

mind, I would l i k e to remove i t . Continental O i l 

Company i s i n favor of the adoption of the rule as 

proposed by Mr. Nutter, with the modifications that we 

have suggested. We do f e e l i t i s quite important, however, 

that the Commission adopt a rule f o r administrative 

procedure f o r commingling of production i n the wellbore 

as one of the next steps. which the Commission must 

take i n order that the o i l and the gas operations of 

our State continue i n many of the pools which are now 

reaching economic l i m i t . We did attempt to putout a 

few matters which we f e e l are important. As you r e c a l l , 

I believe Continental O i l Company introduced the use 

of downhole assembly as the f i r s t operator i n the 

State to use t h a t . I t was up i n Northwest New Mexico, 

and has proved quite s a t i s f a c t o r y . There are certain 

problems, as were outlined by Mr. Lyon, i n connection 

with the use of t h i s equipment, and I think those 

problems must be borne in mind by the Commission when 

i t adopts any order. 



We arc r e a l l y dealing with an economic problem. 

As was pointed out by Mr. Nutter, what we are t a l k i n g 

about i s the conservation of o i l i n our State, and 

production of the greatest ultimate recovery, which 

i s shown by his cross hatched area i n his Exhibit. 

This i s of importance to the States, and i t w i l l avoid 

premature abandonment of our we l l s . 

Now, we do f e e l , however, that i f the order 

i s unduly r e s t r i c t i v e , i t w i l l lose i t s purpose. I n 

that connection, i n p a r t i c u l a r , we would propose that 

rather than saying i f you are commingling between 

two common reservoirs without downhole separation 

that one zone be at least 90 percent of the pressure 

of the other, j u s t leave that percentage_out, and 

consider the matter solely on the information that 

i s submitted to the Commission, which would deal with 

the type of reservoir we are i n , and the. nature of 

f l u i d s . hs Mr. Lyons t e s t i f i e d , the presence of water 

would cause a problem. These are f a r more important, 

a c t u a l l y , than 10 percent d i f f e r e n t i a l , i n our opinion. 

Since these are marginal wells, they are going to be producing 

most of the time, and the producing oressures are going 
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to be less than those i n the zones i n v o l v e d . Normally, 

i n depleted r e s e r v o i r s , your pressures are qoing t o 

be low, anyway. This becomes more imp o r t a n t when we 

consider i t i n the use ot" dual downhole choke assemblies. 

A c t u a l l y , here again, as a normal t h i n g , thepressures are 

going t o be low. I t i s the number of pounds t h a t 

w i l l be i m p o r t a n t , and t h e r e again, I t h i n k the 

pressure i n f o r m a t i o n submitted to the Commission should 

govern, r a t h e r than saying a 25 percent d i f f e r e n t i a l , 

because we don't f e e l t h a t 2 5 percent i s s i g n i f i c a n t 

i n t h i s . 

We do urge the Commission- the adoption of 

a d m i n i s t r a t i v e procedure f o r downhole commingling, 

both w i t h s e p a r a t i o n of the two zones or w i t h o u t 

s e p a r a t i o n , as may be i n d i c a t e d , and i n compliance w i t h 

the Commission's Rules. 

MR. PORTER: Does anyone el s e have any 

statement? 

MR. SELINGER: George W. S e l i n g e r , r e p r e s e n t i n g 

SJcelly O i l Company. We concur i n the p r i n c i p l e of 

a d m i n i s t r a t i v e approval of commingling. We are 
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i n c l i n e d to believe that the percentage figures 

indicated i n Class I and Class I I , as to types should be 

equal, should be the same. We think there should be some 

measure of standards made applicable so that a l l 

operators w i l l be given notice as to what the 

administrative procedures w i l l be. I think that should 

include the e l i g i b i l i t y f o r administrative approval. I 

believe t h a t the single i n i t i a l t e s t i n g of .,.̂ he_ l w ^ e j ^ l s ^ 

and the periodic tests.not e a r l i e r or sooner than 

annualj would be adequate. 

The only other comment I wish to make i s 

with respect to paragraph J on Page 2 regarding a 

statement that al. 1 the o f f s e t operators and royalty 

owners have t.->en n o t i f i e d i n w r i t i n g . We believe that 

since i t i s an operating problem, we j3on' t beJLieye 

that the ro y a l t y owner i s interested as such, and i t 

is an ad d i t i o n a l burden on the operator to attempt 

to n o t i f y a l l the roy a l t y owners. The protection i s 

already secured i n Section 10 or paragraph G of the 

Order, i n which a statement i s made that a l l i n t e r e s t s 

are common. The additi o n a l burden of n o t i f i c a t i o n i s 
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becoming quite burdensome on a l l administrative procedures 

before the State Regulatory Aaency, and we would l i k e 

to s t a r t c u t t i n g dov/n on some of the paper work. 

MR. PORTER: Does anyone else have any 

statement? 

I f there i s nothing f u r t h e r to be offered 

i n t h i s case, the Commission w i l l take i t under 

advisement. 
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STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF BERNALILLO ) 

I , SAMUEL MORTELETTE, Court Reporter i n and fo r 

the County of B e r n a l i l l o , State of New Mexico, do hereby 

c e r t i f y that the foregoing and attached Transcript of 

Hearing before the New Mexico O i l Conservation Commission 

was reported by me, and that the same i s a true and 

correct record of the said proceedings, to the best of 

my knowledge, s k i l l and a b i l i t y . 


