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1 HEARING EXAMINER: This h e a r i n g w i l l come 

2 t o or d e r . I'm going t o at t h i s time c a l l Cases Nos. 

3 9962 and 9963 . 

4 MR. STOVALL: They are the a p p l i c a t i o n s of 

5 Stevens & T u l l , I n c . , f o r downhole commingling, Lea 

6 County, New Mexico. 

7 HEARING EXAMINER: The a p p l i c a n t has 

8 requested these cases be c o n s o l i d a t e d . I'm going t o 

9 c a l l now f o r appearances i n both cases. 

10 MR. CARR: May i t please the Examiner, my 

11 name i s W i l l i a m F. Carr w i t h the law f i r m of Campbell 

12 & Black, P.A., of Santa Fe. We re p r e s e n t Stevens & 

13 T u l l , and I have one w i t n e s s . 

14 HEARING EXAMINER: Are t h e r e any other 

15 appearances? W i l l the wi t n e s s please stand and be 

16 sworn? 

17 RODNEY L. SEALE, 

18 the wi t n e s s h e r e i n , a f t e r having been f i r s t d u l y sworn 

19 upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. CARR: 

22 Q. W i l l you s t a t e your f u l l name and place of 

23 residence? 

24 A. I'm Rodney L. Seale from M i d l a n d , Texas. 

25 Q. How do you s p e l l your l a s t name? 
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1 A. S-e-a-l-e. 

2 Q. Mr. Seale, by whom are you employed and i n 

3 what c a p a c i t y ? 

4 A. I am a c o n s u l t i n g engineer r e p r e s e n t i n g 

5 Stevens & T u l l , I n c . 

6 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the 

7 O i l Conserv a t i o n D i v i s i o n ? 

8 A. No. 

9 Q. Would you b r i e f l y review f o r the Examiner 

10 your e d u c a t i o n a l background and then summarize your 

11 work experience? 

12 A. I'm a graduate engineer from Texas Tech 

13 U n i v e r s i t y i n 1978 w i t h a chemical e n g i n e e r i n g 

14 degree. I worked t h r e e years f o r Amoco P r o d u c t i o n 

15 Company i n the West Texas w a t e r f l o o d s of the 

16 B r o w n f i e l d low-land area. I worked t h r e e years f o r 

17 D e l t a D r i l l i n g P r o d u c t i o n Company i n t h e i r p r o d u c t i o n 

18 i n West Texas and ea s t e r n New Mexico. I have t h r e e 

19 years w i t h a small independent, B i l l J. Graham O i l & 

20 Gas, t a k i n g care of the e n g i n e e r i n g on t h e i r southeast 

21 New Mexico and West Texas p r o p e r t i e s . 

22 I have been an independent c o n s u l t a n t f o r 

23 companies i n the Midland area f o r the l a s t t h r e e 

24 y e a r s , working on w e l l s i n southeast New Mexico and 

25 West Texas . 
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1 Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n s 

2 f i l e d i n each of these cases f o r Stevens & T u l l ? 

3 A. Yes . 

4 Q. Are you f a m i l i a r w i t h the s u b j e c t areas? 

5 A. Yes, I am. 

6 MR. CARR: At t h i s time we would tender Mr. 

7 Seale as an exp e r t i n petr o l e u m e n g i n e e r i n g . 

8 HEARING EXAMINER: Mr. Seale i s so 

9 q u a l i f i e d . 

10 Q. (BY MR. CARR) Mr. Seale, would you b r i e f l y 

11 s t a t e what Stevens & T u l l seeks w i t h these 

12 a p p l i c a t i o n s ? 

13 A. They seek a p p r o v a l t o commingle the Abo, 

14 D r i n k a r d , Tubb, and B l i n e b r y f o r m a t i o n s i n the DK 

15 lease and also £J^tTar t e r 1 ^ e a s e ^ i a t . e d i n the east 

16 h a l f of Se c t i o n z T T T o w n s f i p 20 South, Range 30 East, 

17 Lea County, i n the n o r t h h a l f of the southeast of 

18 S e c t i o n 23, same township and range.. 

19 Q. Have you prepared c e r t a i n e x h i b i t s f o r 

20 p r e s e n t a t i o n i n t h i s hearing? 

21 A. Yes, I have. 

22 Q. Would you r e f e r t o what has been marked f o r 

23 i d e n t i f i c a t i o n as Stevens & T u l l E x h i b i t No. 1? 

24 I d e n t i f y t h a t e x h i b i t and then review i t f o r Mr. 

25 Stogner. 
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1 A. This i s a land p l a t i n d i c a t i n g the DK 

2 lea s e . The s u r r o u n d i n g o p e r a t o r s are i n d i c a t e d and 

3 located by color designation. The y-e-l-ltrw i n d i c a t e s 

4 the Stevens & T u l l B*~ jre»«e. 

5 Q. The y e l l o w area i s the acreage t h a t i s the 

6 s u b j e c t of the f i r s t of the two cases t h a t have been 

7 c o n s o l i d a t e d ? 

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

9 Q. What i s the status of the current 

10 development of that property? 

11 A. We have three a c t i v e Abo producers on the 

12 p-roperty and a fourth proposed l o c a t i o n with a pad 

13 b-u i 11. 

14 Q. Are a l l of these e x i s t i n g w e l l s at standard 

15 l o c a t i o n s ? 

16 A. Yes, they are standard 40-acre p r o r a t i o n 

17 u n i t s . 

18 Q. And the w e l l s are at standard l o c a t i o n s on 

19 those p r o r a t i o n u n i t s ? 

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

21 Q. Let's go now t o what has been marked as 

22 E x h i b i t No. 2, and I would ask you t o i d e n t i f y and 

23 review t h a t f o r the Examiner. 

24 A. Again, t h i s i s a land p l a t i n d i c a t i n g , t h i s 

25 t i m e , the Car t e r prospect w i t h the c o l o r s i n d i c a t i n g 

CUMBRE COURT REPORTING 
(505) 984-2244 



8 

1 s u r r o u n d i n g o p e r a t o r s , and y e l l o w i n d i c a t i n g the 

2 prospect f o r which we request commingling p r i o r t o 

3 d r i l l i n g . 

4 Q. Mr. Seale, i f I look at t h i s map, t h e r e ' s 

5 acreage owned by Stevens & T u l l n o r t h of the acreage 

6 which i s the s u b j e c t of t h i s h e a r i n g . Why was t h a t 

7 acreage not incl u d e d ? 

8 A. I t l a c k s common ownership w i t h the acreage 

9 f o r which we have made the r e q u e s t . 

10 Q. The acreage shaded i n y e l l o w on E x h i b i t 2, 

11 the ownership i n t h a t t r a c t i s common? 

12 A. Yes, i t i s . 

13 Q. Does t h a t i n c l u d e r o y a l t y i n t e r e s t as w e l l 

14 as the working i n t e r e s t ? 

15 A. Yes, i t does. 

16 Q. I f we go back t o E x h i b i t No. 1 , the acreage 

17 shaded i n y e l l o w on t h a t t r a c t has common i n t e r e s t as 

18 t o both working and r o y a l t y i n t e r e s t ? 

19 A. Yes, i t does. 

20 Q. On E x h i b i t No. 1 , you've i n d i c a t e d t h r e e 

21 e x i s t i n g Abo w e l l s . How r e c e n t l y has Stevens & T u l l 

22 developed t h i s area? 

23 A. The No. 1 w e l l was begun i n 1987 and 

24 thro u g h a 120-day d r i l l i n g o b l i g a t i o n , the second and 

25 t h i r d w e l l s were i n i t i a t e d . 
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1 Q. At t h i s time the f o u r t h w e l l , the l o c a t i o n 

2 i s b u i l t , and you're p l a n n i n g t o spud i n the near 

3 f u t u r e ? 

4 A. Yes. 

5 Q. Let's go now t o what has been marked as 

6 E x h i b i t No. 3. I ' d ask you t o f i r s t i d e n t i f y what 

7 t h i s e x h i b i t shows and then review the i n f o r m a t i o n on 

8 these p l a t s f o r the Examiner. 

9 A. This i s a prospect p l a t . 

10 MR. STOVALL: Excuse me, Mr. Carr. I hate 

11 t o i n t e r r u p t you. Let me take j u s t a minute and look 

12 at t h i s and see where we are i n terms of --

13 MR. CARR: Okay. 

14 MR. STOVALL: Mr. Car r , have you got a copy 

15 of the docket i n f r o n t of you? Would you look at the 

16 two a p p l i c a t i o n s as a d v e r t i s e d and t e l l me i f they 

17 appear t o be c o r r e c t . 

18 MR. CARR: One i s wrong. The f i r s t case i s 

19 i n the wrong s e c t i o n . They both are r e f l e c t e d as 

20 being i n S e c t i o n 25, and the Carter prospect i s the 

21 n o r t h h a l f of the southeast q u a r t e r of Se c t i o n 23. 

22 MR. STOVALL: I n your e x h i b i t , you're 

23 c o n s i s t e n t w i t h t h a t ? 

24 MR. CARR: Our e x h i b i t s are c o n s i s t e n t w i t h 

25 t h a t , and the n o t i c e l e t t e r , and I have i n d i v i d u a l 
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1 copies of the n o t i c e l e t t e r s as our E x h i b i t s 7 and 8, 

2 i n d i c a t e t h a t the n o t i c e l e t t e r on the Ca r t e r prospect 

3 showed c o r r e c t l y the n o r t h h a l f of the southeast 

4 q u a r t e r of 23. That may mean t h a t t h a t case has t o 

5 simply be r e a d v e r t i s e d t o c o r r e c t the ad. 

6 We would request a u t h o r i t y t o go f o r w a r d 

7 and present the f u l l case, though, and we have no 

8 o b j e c t i o n t o c o n t i n u i n g and r e a d v e r t i s i n g t h a t one 

9 case t o c o r r e c t t h a t . 

10 MR. STOVALL: I don't have any problem w i t h 

11 t h a t now t h a t I know what we're t a l k i n g about. 

12 MR. CARR: That i s j u s t an e r r o r i n the 

13 docket. I don't know i f i t ' s j u s t i n the docket or 

14 the l e g a l advertisement as w e l l . I f i t i s n ' t i n the 

15 l e g a l advertisement t h a t went out from the D i v i s i o n , 

16 perhaps --

17 MR. STOVALL: You proceed. I ' l l go get a 

18 copy of the a d v e r t i s e m e n t . Go ahead, and I ' l l be 

19 back. 

20 MR. CARR: Perhaps i t wouldn't have t o be 

21 — yes. 

22 Q. Let's go now t o E x h i b i t No. 3, Mr. Seale, 

23 and I ' d ask you t o f i r s t e x p l a i n t o Mr. Stogner what 

24 t h i s e x h i b i t c o n s i s t s o f , and then go t o the f i r s t of 

25 the two maps and review t h a t f o r the Examiner. 
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1 A. This p l a t i s a prospectus p l a t from the 

2 i n f o r m a t i o n compiled i n order t o present the deal t o 

3 p a r t n e r s . The area t o the l e f t , i t ' s a d u p l i c a t i o n of 

4 the area. The p l a t on the l e f t i n d i c a t e s p r o d u c t i o n , 

5 f o r m a t i o n s produced, proposed l o c a t i o n . The map t o 

6 the r i g h t i s a s t r u c t u r e map of the area. 

7 Looking at the map t o the l e f t , which 

8 i n d i c a t e s the p r o d u c t i o n , we i n t e n d t o show from t h i s 

9 p l a t v i a the c o l o r d e s i g n a t i o n s . We have u n d e r l i n e d 

10 w i t h v a r i o u s c o l o r s i n d i c a t i n g the d i f f e r e n t zones 

11 t h a t are producing i n a commingled s i t u a t i o n i n the 

12 area. 

13 For i n s t a n c e , i n Se c t i o n 30, those 

14 p r o p e r t i e s are commingling the Abo and the D r i n k a r d as 

15 i n d i c a t e d by both p r o d u c t i o n s near the same w e l l . 

16 Over i n S e c t i o n 26, we have the Tubb and 

17 B l i n e b r y commingled. I n Se c t i o n 36, we have a l l f o u r 

18 commingled. 

19 I n l o o k i n g at the p l a t , i n most cases t h e r e 

20 are arrows i n d i c a t i n g which w e l l s the p r o d u c t i o n goes 

21 w i t h . I t shows cu m u l a t i v e p r o d u c t i o n ; however, the 

22 i m p o r t a n t t h i n g w i t h respect t o our goal here i s t o 

23 i n d i c a t e t h a t t h e r e are w e l l s i n the area of the 

24 proposed p r o p e r t i e s i n S e c t i o n 25 and S e c t i o n 23 t h a t 

25 are a l r e a d y commingled and have p e r m i t s t o do so. 
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1 OTrt^e r i g h t - h a n d s i d e of the p l a t , t h e r e ' s 

2 a s t r u c t u r e map. From that i t ' s on the Drinkard; 

3 however, a l l four of the zones mirror t h i s s t r u c t u r e . 

4 And from t h i s i t ' s easy to see that the area i s a l l 

5 one s t r u c t u r e , and therefore shares s i m i l a r o i l and 

6 hydrocarbon deposits in the form of gas as may be 

7 appropriate for each zone. 

8 The i m p o r t a n t aspect and t h a t I ' l l want t o 

9 p o i n t out i s t h a t t h e r e are d i f f e r e n t combinations of 

10 the commingling a l r e a d y i n e x i s t e n c e from a t o t a l of 

11 a l l f o u r , which we r e q u e s t , t o the D r i n k a r d and Abo, 

12 the B l i n e b r y and Tubb, or any combination t h e r e o f , and 

13 a l l of those are i n d i c a t e d on t h i s p l a t . 

14 Q. Let's now go t o what has been marked as 

15 Stevens & T u l l E x h i b i t No. 4, and I ' d ask you t o 

16 i d e n t i f y t h a t f o r Mr. Stogner. 

17 A. These are C-102's on the w e l l s i n the area, 

18 C-105's. This e x h i b i t i s presented t o c o n f i r m the 

19 pr o d u c i n g zones i n w e l l s t h a t we o p e r a t e , t h e i r 

20 l o c a t i o n s , and t h e i r p e r f o r a t i o n s , t h e i r s t i m u l a t i o n s . 

21 Q. What we've got here i s we've got these 

22 forms on each of the t h r e e e x i s t i n g w e l l s . A C-102 on 

23 the proposed l o c a t i o n on the DK l e a s e , and a l s o a 

24 C-102 on the w e l l t h a t i s c u r r e n t l y d r i l l i n g on the 

25 Ca r t e r p r o s p e c t ; i s t h a t c o r r e c t ? 
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1 A. That's c o r r e c t . 

2 Q. You i n d i c a t e d i t showed -- review the 

3 s t i m u l a t i o n t h a t had been gi v e n t o the Abo zone. What 

4 s o r t of a r e s u l t have you achieved by s t i m u l a t i n g the 

5 Abo? 

6 A. We have t h r e e w e l l s on the DK le a s e . Two 

7 of those w e l l s have been s t i m u l a t e d w i t h a c i d f r a c t u r e 

8 t r e a t m e n t s . T h e i r p r o d u c t i o n , as compared t o the 

9 remaining w e l l , which was not s t i m u l a t e d , i s ver y 

10 s i m i l a r , i n d i c a t i n g t h a t s t i m u l a t i o n was not 

11 s u c c e s s f u l on those two w e l l s . T h e r e f o r e , f o r m a t i o n s 

12 produce as they a r e , and i n j e c t i o n i n t o those 

13 f o r m a t i o n s i s n e i t h e r damaging nor b e n e f i c i a l . 

14 Q. Mr. Seale, D i v i s i o n Rule 303 sets f o r t h 

15 procedures f o r a d m i n i s t r a t i v e a p p r o v a l of downhole 

16 commingling and imposes a b a r r e l l i m i t a t i o n of 50 

17 b a r r e l s a day f o r w e l l s at t h i s d epth. W i l l your 

18 commingling, i f s u c c e s s f u l , be below t h a t 5 0 - b a r r e l 

19 l i m i t ? 

20 A. No. 

21 Q. What w i l l be the a n t i c i p a t e d combined 

22 p r o d u c t i o n from a l l the zones, i f you're able t o 

23 commingle them i n t h i s w e l l program? 

24 A. We seek t o produce the w e l l s at optimum 

25 p r o d u c t i o n l e v e l s based on a l l o w a b l e s as determined 
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1 w i t h the d i s t r i c t o f f i c e s . We w i l l commingle the 

2 zones as necessary t o m a i n t a i n t h a t p r o d u c t i o n , 

3 whether i t be two, t h r e e , or a l l f o u r . 

4 Q. When you open the Abo zone i n w e l l s i n t h i s 

5 area, do t h e y i n d i v i d u a l l y exceed the 5 0 - b a r r e l l i m i t 

6 on occasion? 

7 A. Yes. 

8 Q. How long do they c o n t i n u e t o produce at 

9 that l e v e l ? 

10 A. I t v a r i e s s u b s t a n t i a l l y , but from a few 

11 months t o as long as a year. 

12 Q. The 5 0 - b a r r e l l i m i t may or may not be a 

13 problem, but you would a n t i c i p a t e i t being a problem 

14 i n i t i a l l y on t h i s w e l l s ? i s t h a t r i g h t ? 

15 A. C e r t a i n l y i n the e a r l y l i f e of the w e l l , i t 

16 i s . 

17 Q. Let's now go t o E x h i b i t No. 5, and I would 

18 ask you t o i d e n t i f y t h a t f o r the Examiner. 

19 A. This i s a copy of the l a t e s t Form C-115, 

20 which i s a monthly p r o d u c t i o n r e p o r t i n g form f o r the 

21 State of New Mexico. I t i n d i c a t e s c u r r e n t l e v e l s of 

22 o i l , water, and gas p r o d u c t i o n from the t h r e e 

23 p r o d u c i n g w e l l s on the DK l e a s e . Note from t h i s t h a t 

24 our water p r o d u c t i o n i s v e r y s l i g h t . . 

25 Q. I s t h a t common f o r other w e l l s i n the area? 
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1 A. Yes, i t i s . 

2 Q. Let's go now t o E x h i b i t No. 6. Would you 

3 i d e n t i f y and review t h a t f o r Mr. Stogner? 

4 A. These are d e c l i n e curves t h a t have been 

5 drawn from the i n f o r m a t i o n presented t o the St a t e of 

6 New Mexico on Form C-115 since the i n i t i a l c o m p l e t i o n 

7 of the w e l l . 

8 Q. I s the Abo capable of on l y m a r g i n a l 

9 p r o d u c t i o n i n these w e l l s ? 

10 A. Yes. 

11 Q. Would f u r t h e r development be j u s t i f i e d i f 

12 you're o n l y able t o develop the Abo i n t h i s area? 

13 A. Not under these economic c o n d i t i o n s . 

14 Q. I f you're able t o commingle o t h e r zones, 

15 w i l l t h a t improve t h e i r economics so as t o enable 

16 Stevens & T u l l t o d r i l l a d d i t i o n a l w e l l s on these 

17 p r o p e r t i e s ? 

18 A. Yes. 

19 Q. W i l l the zones t h a t are t o be commingled 

20 produce more water than the combined o i l l i m i t f o r the 

21 commingled zones? 

22 A. No. 

23 Q. A minute ago you t e s t i f i e d t h a t you were 

24 going t o t r y t o produce these w e l l s at t h e i r maximum 

25 l e v e l , s t a y i n g below the a l l o w a b l e t h a t i s set by the 
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1 D i v i s i o n . Could you e x p l a i n t o the Examiner how i t i s 

2 you pl a n t o go i n and determine what zones and i n what 

3 order you're going t o approach these zones i n terms of 

4 the commingling a u t h o r i t y you seek? 

5 A. Yes. P r o v i d i n g we have a p p r o v a l , we w i l l 

6 d r i l l a w e l l t h r o u g h the Abo zone. We w i l l begin our 

7 co m p l e t i o n i n steps s t a r t i n g w i t h the Abo zone, 

8 complete i t , t e s t i t , s t i m u l a t e i t as necessary, t e s t 

9 i t a g a i n , f i n d out what each l e v e l of p r o d u c t i o n i s . 

10 I f i t i s not s a t i s f a c t o r y t o the economic s i t u a t i o n , 

11 we w i l l p r o t e c t i t , come t o the B l i n e b r y , again do the 

12 t e s t i n g , s t i m u l a t i o n , and f i n d i t s volume of 

13 p r o d u c t i o n , and i t w i l l be then added t o the Abo. 

14 I f they i n co m b i n a t i o n are not 

15 s a t i s f a c t o r y , we w i l l again i s o l a t e the p a i r and 

16 c o n t i n u e up the hole t o the Tubb, produce i t 

17 s e p a r a t e l y , t e s t i n g , and then add and so f o r t h u n t i l 

18 we have added a l l f o u r zones, i f necessary. 

19 Q. W i l l the t e s t i n g t h a t you do and the 

20 methods you employ i n t e s t i n g p r o v i d e you w i t h 

21 i n f o r m a t i o n t h a t w i l l enable you t o a c c u r a t e l y 

22 a l l o c a t e p r o d u c t i o n t o each of the zones t h a t are t o 

23 be commingled? 

24 A. Yes, I b e l i e v e i t w i l l . We w i l l a l s o have 

25 i n f o r m a t i o n from logs t h a t w i l l a l l o w us t o e s t i m a t e 
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1 the p r o d u c t i v i t y from the net pay thickness as we l l as 

2 pressure information that we w i l l determine as we do 

3 the s t i m u l a t i o n s . 

4 Q. Without commingling a u t h o r i t y , i n your 

5 o p i n i o n , w i l l hydrocarbons i n these other f o r m a t i o n s 

6 other than the Abo be produced? 

7 A. I n my o p i n i o n , at the l e n g t h of time i t 

8 takes t o produce these f o r m a t i o n s , c o n s i d e r i n g t h e i r 

9 low p e r m e a b i l i t y t o the f u l l l i f e expectancy of the 

10 r e s e r v o i r , which i s n o r m a l l y 25 t o 30 years f o r each 

11 of these r e s e r v o i r s , produced i n d e p e n d e n t l y , t h a t 

12 would be a sum t o t a l i n the neighborhood of 120 

13 yea r s . 

14 The w e l l b o r e i s n o r m a l l y o n l y good f o r 60, 

15 which would leave us i n the s i t u a t i o n of having t o 

16 plug a bad w e l l b o r e t o p r o t e c t the environment, and 

17 t h e r e f o r e lose the reserves as we don't have a 

18 w e l l b o r e . With two or t h r e e of the f o r m a t i o n s 

19 d e p l e t e d , then we would not have the economic 

20 j u s t i f i c a t i o n t o d r i l l a new w e l l b o r e t o produce the 

21 r e m a i n i n g . 

22 Q. I f t h i s a p p l i c a t i o n i s denied i n your 

23 o p i n i o n , could the waste of hydrocarbons r e s u l t ? 

24 A. Yes. 

25 Q. You i n d i c a t e d the Abo i s capable of 
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1 m a r g i n a l p r o d u c t i o n . Are the other zones t h a t are 

2 i n v o l v e d i n t h i s a p p l i c a t i o n a l s o capable of on l y 

3 m a r g i n a l p r o d u c t i o n ? 

4 A. Yes. 

5 Q. What i s t h a t based on? 

6 A. We have o f f s e t p r o d u c t i o n from the v a r i o u s 

7 zones, which i s of r e c o r d , i n d i c a t i n g the producing 

8 volumes. That volume c u m u l a t i v e i s i n d i c a t e d on 

9 E x h i b i t 3, which you have b e f o r e you. The p r o d u c t i o n 

10 i n f o r m a t i o n from the nearby w e l l s i s of rec o r d and i s 

11 also m a r g i n a l . 

12 Q. Are the zones capable of f l o w i n g , or do 

13 they have t o be a r t i f i c i a l l y l i f t e d i n t h i s area? 

14 A. They w i l l be a r t i f i c i a l l y l i f t e d . They may 

15 f l o w f o r a very s h o r t p e r i o d of t i m e , months at the 

16 most . 

17 Q. W i l l the pressure d i f f e r e n t i a l s downhole 

18 between the zones r e s u l t in the migration of 

19 hydrocarbons between the zones? 

20 A. No, i t w i l l not. The area and the zones 

21 have no abnormal low or high pressure in the zones. 

22 The normal pressure gradient as a function of depth 

23 p r e v a i l s in w e l l s in t h i s area. 

24 Q. What sort of pressure are you getting in 

25 the Abo? 
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1 A. 2,500 to 3,000 pounds, i n i t i a l l y . 

2 Q. Are you prepared t o make a recommendation 

3 t o the Examiner as t o how p r o d u c t i o n should be 

4 a l l o c a t e d between each of the commingled zones? 

5 A. I recommend t h a t we work i t out w i t h the 

6 D i v i s i o n o f f i c e s . 

7 Q. Do you a n t i c i p a t e there are going to be any 

8 problems with the e o m p a t a b i l i t i e s of f l u i d s in these 

9 w e l l s ? 

10 A. No. We have had v e r b a l d i s c u s s i o n s w i t h 

11 o f f s e t o p e r a t o r s . I n c o n v e r s a t i o n s about e x i s t i n g 

12 commingling o p e r a t i o n s , they have no c o m p a t i b i l i t y 

13 problems. A l l the o i l s have s i m i l a r c h e m i s t r y and so 

14 do the w a t e r s . There have been no i n d i c a t i o n s of 

15 p r e c i p i t a t i o n . A l s o , since the water p r o d u c t i o n i s 

16 low, we f e e l t h e r e ' s a double confidence t h e r e t h a t 

17 t h e r e would be no damage t o the f o r m a t i o n s . 

18 Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s 

19 a p p l i c a t i o n r e s u l t i n inc r e a s e d recovery of 

20 hydrocarbons? 

21 A. Yes. 

22 Q. W i l l the value of the commingled p r o d u c t i o n 

23 exceed the sum of the values of the production from 

24 each of the i n d i v i d u a l zones? 

25 A. No. I t should remain the same. 
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1 Q. W i l l economic savings r e s u l t from your 

2 proposed downhole commingling? 

3 A. Yes, i t w i l l . 

4 Q. Are t h e r e any present or f u t u r e secondary 

5 recovery o p e r a t i o n s t h a t c o u l d be j e o p a r d i z e d by t h i s 

6 proposal? 

7 A. No. 

8 Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s 

9 a p p l i c a t i o n be i n the best i n t e r e s t s of c o n s e r v a t i o n , 

10 the p r e v e n t i o n of waste, and the p r o t e c t i o n of 

11 c o r r e l a t i v e r i g h t s ? 

12 A. Yes. 

13 Q. Mr. Seale, were E x h i b i t s 1 th r o u g h 6 e i t h e r 

14 prepared by you or compiled under your d i r e c t i o n ? 

15 A. Yes, they were. 

16 MR. CARR: At t h i s t i m e , Mr. Stogner, we 

17 move the admission of Stevens & T u l l E x h i b i t s 1 

18 thr o u g h 6 . 

19 HEARING EXAMINER: E x h i b i t s 1 thr o u g h 6 

20 w i l l be a d m i t t e d i n t o evidence. 

21 MR. CARR: Mr. Stogner, a l s o i n c l u d e d w i t h 

22 the e x h i b i t s are two a f f i d a v i t s . They've been marked 

23 as E x h i b i t s 7 and 8. These are a f f i d a v i t s from me 

24 c o n f i r m i n g t h a t n o t i c e has been p r o v i d e d of t h i s 

25 h e a r i n g as r e q u i r e d by D i v i s i o n Rule 1207, and I would 
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1 ask they also be i n c l u d e d i n the re c o r d of t h i s 

2 p r o c e e d i n g . 

3 HEARING EXAMINER: E x h i b i t s 7 and 8 w i l l be 

4 ad m i t t e d i n t o evidence a l s o . 

5 MR. CARR: That concludes my D i r e c t 

6 Examination of Mr. Seale. 

7 CROSS-EXAMINATION 

8 BY HEARING EXAMINER: 

9 Q. Mr. Seale, when I look at the n o r t h h a l f of 

10 the southeast q u a r t e r of Se c t i o n 23, I don't see any 

11 D r i n k a r d p r o d u c t i o n i n t h e r e , nor do I see any i n 

12 S e c t i o n 23. Has t h e r e been any D r i n k a r d t e s t w i t h i n 

13 t h a t area? I'm j u s t t a l k i n g about the n o r t h h a l f of 

14 the southeast q u a r t e r now. 

15 A. No, t h e r e are no w e l l s e x i s t i n g on t h a t . 

16 The red dot you see i s our proposed l o c a t i o n . 

17 Q. But you're pr o p o s i n g t o mingle thr o u g h the 

18 D r i n k a r d t h e r e too? 

19 A. Yes. We propose a l l f o u r zones. The w e l l s 

20 adjacent t o t h a t p r o p e r t y , none have been d r i l l e d 

21 deeper than the B l i n e b r y . T h e r e f o r e , they had no 

22 o p p o r t u n i t y t o commingle a l l f o u r . 

23 We f e e l t h a t t h e r e i s r e c o v e r a b l e 

24 hydrocarbon down th r o u g h the D r i n k a r d and the Abo, 

25 based on our success w i t h f i n d i n g such hydrocarbon i n 
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1 S e c t i o n 25. T h e r e f o r e , we i n t e n d t o d r i l l t h r o u g h the 

2 Abo. The o f f s e t p r o d u c t i o n commingles the two upper 

3 zones a l r e a d y , and o f f s e t t o Se c t i o n 25, the lower two 

4 zones are commingled numerous t i m e s . And as I 

5 mentioned i n S e c t i o n 36, we have two i n s t a n c e s where 

6 a l l f o u r were commingled. 

7 Q. So t h a t ' s the reason I don't see any 

8 D r i n k a r d p o o l s e x t e n d i n g any f u r t h e r w i t h i n a mile? 

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

10 Q. There's t h r e e of them w i t h i n a m i l e of t h a t 

11 n o r t h h a l f of southeast q u a r t e r b a s i c a l l y because none 

12 of the w e l l s p e n e t r a t e d i t ? 

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

14 Q. Let's look at the Tubb p r o d u c t i o n i n t h i s 

15 area. Tubb p r o d u c t i o n i n t h i s area i s gas p r o d u c t i o n ; 

16 i s t h a t c o r r e c t ? 

17 A. No. I t does have gas i n i t , but i t ' s 

18 commonly o i l p r o d u c t i o n . 

19 Q. You need t o s t r a i g h t e n me out t h e n . I'm 

20 s o r r y . What Tubb pool s are around t h i s area, and, i n 

21 p a r t i c u l a r , what Tubb p o o l takes i n the n o r t h h a l f of 

22 the southeast q u a r t e r of 23? 

23 A. As f a r as the pools go, I don't know the 

24 names of the p o o l s . However --

25 Q. Did you look those up bef o r e you came here 
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1 today? 

2 A. No. 

3 Q. Why not? 

4 A. I was c o n c e n t r a t i n g p r i m a r i l y on the 

5 D r i n k a r d and the Abo, which are the DK p o o l s . The 

6 Tubb and B l i n e b r y , we have the p r o d u c t i o n , c u m u l a t i v e 

7 p r o d u c t i o n from those zones. As f a r as the name of 

8 the pool goes --

9 Q. For your i n f o r m a t i o n , the Warren Tubb Gas 

10 Pool takes i n the n o r t h h a l f of the southeast q u a r t e r 

11 and i t abuts the east h a l f of 25. You t e l l me i t ' s 

12 o i l p r o d u c t i o n . 

13 A. I don't show any Tubb p r o d u c t i o n i n the 

14 area of the east h a l f of 25. Now, i n S e c t i o n 23, the 

15 c u m u l a t i v e I have, one i s 61,000 b a r r e l s of o i l , 230 

16 m i l l i o n c u b i c f e e t . Another w e l l i s 40,000 b a r r e l s of 

17 o i l , 191 m i l l i o n c ubic f e e t . Another i s 14,000 

18 b a r r e l s of o i l , 24 m i l l i o n . To me t h a t ' s o i l . 

19 Q. You show your -- t h e r e i s some Tubb 

20 p r o d u c t i o n i n the south h a l f of Se c t i o n -- I'm s o r r y 

21 -- the south h a l f of the southeast q u a r t e r of 23 . Do 

22 you know the acreage d e d i c a t e d t o t h a t Tubb 

23 p r o d u c t i o n ? 

24 A. I t ' s 40 acre s , t o my knowledge. 

25 Q. I'm so r r y ? 
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1 A. I r e a l l y would have t o plead ignorance i f 

2 i t ' s not 40 acres. The spacing i s set up on t h a t . 

3 HEARING EXAMINER: I'm going t o take 

4 a d m i n i s t r a t i v e n o t i c e of D i v i s i o n Order No. R-1234, 

5 and t h a t i s the S p e c i a l Rules f o r the Warren Tubb Gas 

6 Pool i n which Rule 17 s t a t e s : "An o i l w e l l i n the 

7 Warren Tubb Gas Pool s h a l l have d e d i c a t e d t h e r e t o a 

8 p r o r a t i o n u n i t c o n s i s t i n g of 40 acre s , more or l e s s , 

9 being a governmental q u a r t e r q u a r t e r s e c t i o n . " 

10 These r u l e s were enacted i n 1958 p r i o r t o 

11 the p r o m u l g a t i o n of a s s o c i a t e d p o o l r u l e s which 

12 allowed gas and o i l w e l l s i n the same p o o l , and t h e r e 

13 was a s e r i e s of ge n e r a l r u l e s f o r a s s o c i a t e d p o o l s . 

14 This came b e f o r e t h a t , and i t has i t s own r u l e s and 

15 regs, and i t appears t h a t t h a t might be the case i n 

16 t h i s p a r t i c u l a r area. 

17 However, on your E x h i b i t 3, t h e r e i s some 

18 gas w e l l symbols. I n p a r t i c u l a r , the S e c t i o n 26, I 

19 see s e v e r a l of them. One up t h e r e i n the n o r t h e a s t of 

20 the n o r t h w e s t , the n o r t h e a s t of the s o u t h e a s t , and the 

21 northwest of the s o u t h e a s t , a l l along t h a t n o r t h e a s t 

22 of the south h a l f t i e r . 

23 Q. Could you e l a b o r a t e on t h a t p r o d u c t i o n ? I s 

24 t h a t indeed gas p r o d u c t i o n , or i s i t o i l , and why are 

25 t h e r e gas symbols the r e ? 
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1 A. I b e l i e v e those gas symbols were i n i t i a l 

2 type i n f o r m a t i o n when the w e l l s were i n i t i a l l y 

3 completed and t h r o u g h the l i f e of the w e l l . I n oth e r 

4 words, they may have been i n i t i a l l y completed as a gas 

5 w e l l , and as p r o d u c t i o n c o n t i n u e d , the o i l l e v e l s 

6 increa s e d t o such a p o i n t t h a t p r o d u c t i o n i n d i c a t e s an 

7 o i l w e l l r a t h e r than gas w e l l . 

8 Q. Is t h i s map e s s e n t i a l l y from Midland Map 

9 Company; i s t h a t c o r r e c t ? 

10 A. Our g e o l o g i s t generated i t , but I b e l i e v e 

11 t h a t 1s a f a i r assessment, yes. 

12 Q. I'm t a l k i n g about j u s t the base p a r t of 

13 i t . 

14 A. Yes . 

15 Q. I know the i n f o r m a t i o n which shows the 

16 p r o d u c t i o n i s added by your g e o l o g i s t . 

17 A. I b e l i e v e t h a t ' s c o r r e c t , yes. 

18 Q. So t h e r e f o r e t h a t would go back t o what you 

19 had j u s t s a i d about the i n i t i a l i n f o r m a t i o n on the 

20 w e l l being placed on the map i n the f i r s t place? 

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

22 Q. To your knowledge, are a l l of the zones 

23 t h a t we're t a l k i n g about spaced on 40's? 

24 A. Yes . 

25 Q. And, ergo, even w i t h the Tubb p r o d u c t i o n 
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1 which I s a i d , t a l k i n g about o i l , having 40-acre 

2 spacing i n i t ? 

3 A. R i g h t . 

4 Q. So the ownership i s c o r r e l a t i v e t h r o u g h o u t 

5 these zones? 

6 A. Yes, i t i s . 

7 Q. I n both leases or both areas? 

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

9 Q. The way I understand i t , the p r o d u c t i o n 

10 i n i t i a l l y i s over 50 b a r r e l s a day, and t h a t ' s 

11 a t t r i b u t a b l e t o the B l i n e b r y p r o d u c t i o n ; i s t h a t 

12 c o r r e c t or I mean the Abo p r o d u c t i o n ? 

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

14 Q. How about the B l i n e b r y , D r i n k a r d and Tubb 

15 p r o d u c t i o n , are they capable of going over the 50 

16 b a r r e l a day l i m i t on t h e i r own i n t h i s area? 

17 A. I b e l i e v e they a r e . However, not having 

18 d a i l y access t o the p r o d u c t i o n and not having 

19 completed any of our w e l l s i n those zones, I cannot 

20 a f f i r m t h a t other than t o say t h a t , i n d i c a t e d from the 

21 c u m u l a t i v e p r o d u c t i o n , I b e l i e v e they are capable of 

2 2 i t , yes. 

23 Q. Just a p o i n t of c l a r i f i c a t i o n . On your 

24 C-105, t h a t shows Three-Way Op e r a t i n g Company, i s 

25 Stevens & T u l l , I n c . , the o p e r a t o r i n these areas now? 
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1 A. Yes, we are . We e l e c t e d f o r a name change, 

2 and t h e r e was no change i n p r i n c i p a l s i n the company. 

3 I t ' s simply a name change. 

4 HEARING EXAMINER: I have no f u r t h e r 

5 q u e s t i o n s of t h i s w i t n e s s . Are t h e r e any other 

6 qu e s t i o n s of Mr. Seale? 

7 MR. CARR: Nothing f u r t h e r . 

8 HEARING EXAMINER: Does anybody else have 

9 a n y t h i n g f u r t h e r i n e i t h e r of these cases? 

10 I n t h a t case, I ' l l take both Cases 9962 and 

11 9963 under advisement. 

12 MR. CARR: Thank you. 

13 HEARING EXAMINER: I had s t a t e d I ' d take 

14 Case 9962 under advisement. I f I do, t h i s w i l l need 

15 r e a d v e r t i s e m e n t t o c o r r e c t the s e c t i o n ; so I ' l l 

16 withdraw t h a t , and Case No. 9962 w i l l be r e a d v e r t i s e d 

17 f o r the h e a r i n g scheduled f o r J u l y 1 1 , 1990. 

18 I s t h e r e a n y t h i n g e l s e , Mr. Carr? 

19 MR. CARR: Nothing f u r t h e r , Mr. Stogner. 

20 HEARING EXAMINER: I n t h a t case, t h i s case 

21 i s c o n t i n u e d 

22 

23 

24 

25 
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