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MR. STAMETS: We'll c a l l next 

Case 8041. . -

' MR. PEARCE: That case i s on 

the a p p l i c a t i o n - o f Jerome P. McHugh for; downhole. comming

l i n g , Rio A r r i b a County, New Mexico. 

MR. ROBERTS: My name i s Tommy 

.Roberts, on behalf of the a p p l i c a n t , Jerome P. McHugh. 

I have one witness to be sworn. 

. ' MR.- PEARCE.: Are there other 

appearances, i n t h i s matter? 

• .. •„ (Witness sworn.) 

JOHN ROE, . •; > .; . .. 

being c a l l e d as a witness and being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. ROBERTS: 

Q Would you s t a t e your name, please? 

A . My name i s John Roe. 

Q And your place of residence and your oc

cupation? 

• A I l i v e i n Farmington, New Mexico. I'm a 

petroleum .engineer employed by Dugan Production and we're 

representing Jerome P. McHugh. 
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Q Have you t e s t i f i e d on previous occasions 

before the New Mexico O i l Conservation D i v i s i o n ? 

.A Yes, I have. ' ' 

Q And 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 

i n t h i s case? ' • ;• 

A .Yes, I am. •• 

MR. ROBERTS: Mr. Examiner, are 

Mr. Roe's q u a l i f i c a t i o n s as an expert i r i t h e f i e l d of pe t r o 

leum engineering a matter of record and acceptable? 

MR. STAMETS: Yes. 

Q Mr. Roe, would you.-brief l y s t a t e the pur

pose of t h i s a p p l i c a t i o n ? . 

A We are making' a p p l i c a t i o n t d the O i l Con

ser v a t i o n D i v i s i o n t o commingle w i t h i n the wellbore produc

t i o n from-320-acre spaced Gavilan Mancos and 320-acre Basin 

Dakota. This would be commingled downhole w i t h i n the w e l l 

bore of the Native Son No. 2, which i s operated by Jerome P. 

McHugh. 

This w e l l i s located i n Unit M of Section 

27, Township 25 North, Range 2 -West, and the production u n i t 

f o r both horizons i s comprised of the south h a l f of Section 

2 7.. 

Q Mr. Roe, would you r e f e r to your E x h i b i t 

Number One and i d e n t i f y t h a t e x h i b i t ? 

A Okay. E x h i b i t Number One i s a p l a t on 

which we've' i n d i c a t e d the various leases w i t h i n the prora

t i o n u n i t f o r the Native Son No. 2, artd as I i n d i c a t e d , t h a t 
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was the south h a l f of Section 27 and i n a d d i t i o n we've i n d i 

cated the ownership of the immediately adjacent o f f s e t t i n g 

leases. 

As a matter of i n t e r e s t , Jerome P. McHugh 

and Dugan Production j o i n t l y own approximately 40 percent of 

the acreage .that- does o f f s e t t h i s p r o r a t i o n u n i t . 

Q I s t h i s w e l l located a t a standard loca

t i o n ? 

A . Yes, i t i s . 

MR..ROBERTS: Mr. Examiner, f o r 

the record a t t h i s p o i n t I would l i k e t o po i n t out t h a t we 

hae received waivers of o b j e c t i o n to our. request, f o r admin

i s t r a t i v e approval of t h i s matter from a l l of the o f f s e t 

operators l i s t e d here except Northwest'Pipeline Corporation. 

Q Mr. Roe, would you now-refer to what's 

been marked as E x h i b i t Number Two and i d e n t i f y t h a t e x h i b i t 

and e x p l a i n i t s s i g n i f i c a n c e ? 

A Yes. E x h i b i t Number Two i s intended to 

show the general area of the Native Son No. 2, the wells-

t h a t are completed i n the Gallup or Dakota and also the 

wells t h a t are c u r r e n t l y commingled w i t h i n the Gallup and 

Dakota. 

Indicated i n the l i g h t blue dots would be 

the Gallup or Mancos production t h a t i s c u r r e n t . The l i g h t 

— the green dots i n d i c a t e w e l l s t h a t are c u r r e n t l y 

producing from the Dakota. Ind i c a t e d i n the purple dots 

would be we l l s t h a t are c u r r e n t l y commingled, both zones, 

Gallup and Dakota, w i t h i n the wellbore. 
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I have i n d i c t e d o u t l i n e d i n orange the 

.boundary of the West L i n d r i t h Gallup Dakota, which i s l o 

cated approximately 8-1/2 miles t o the west of the Native 

Son No. 2, and o u t l i n e d i n red would be the f i e l d boundaries 

of the O j i t o Gallup Dakota F i e l d , : which i s approximately 8 

miles t o the northwest. 

Also, I'd l i k e to — i n d i c a t e d i n the red 

c i r c l e s would be w e l l s t h a t have some production h i s t o r y 

t h a t we've u t i l i z e d t o draw an analogy t o , and t h i s ' i s a 

f a i r l y r e c e n t l y developed area, very l i t t l e production-

e x i s t s from the i m m e d i a t e • v i c i n i t y and we've had t o go r e 

mote from.where we're at to develop any production charac-

t e r i s t i c s . " V .- • ' --

. The wells t h a t I've used;for analogy I've 

i n d i c a t e d w i t h a red c i r c l e . 

Q Mr. Roe, are you able t o draw any conclu

sions w i t h regard, t o your a p p l i c a t i o n i n t h i s case from the 

data t h a t ' s r e f l e c t e d on t h i s e x h i b i t , or i s i t merely an 

i n f o r m a t i o n a l type e x h i b i t ? . 

A. Well, i t b a s i c a l l y i s intended f o r j u s t a 

general idea of the area we're d e a l i n g . w i t h ; however, from 

the e x h i b i t i t can be seen t h a t w i t h i n the immediate v i c i n 

i t y t h a t we're c a l l i n g the Gavilan•Mancos Basin Dakota Pool, 

and the Native Son No. 2 i s located w i t h i n , there's eleven 

w e l l s . Of these eleven w e l l s f i v e of them have p r e v i o u s l y 

been authorized' to commingle production w i t h i n the. wellbore, 

as we're requesting f o r the Native Son No. 2. 



• 7 

Two of these have r e c e n t l y been before 

the 'Commission t o request permission t o commingle. That 

would be the Gavilan 1 and 1-E, located i n the north half, of 

Section 26, and i am not aware t h a t they have been granted 

permission t o commingle downhole but they were heard. 

Of the eleven, two of the wel l s were not 

d r i l l e d , or have not been completed i n the Dakota, and one 

of the we l l s has been d r i l l e d and t h e . i n t e n t i o n s are t o com

pl e t e i n the Gallup Dakoat, but as yet'have not done so. 

So the, ma j o r i t y - of . the w e l l s i n the' imme

d i a t e . v i c i n i t y are commingled as we're asking f o r Native Son 

No. 2 and commingling is- a common occurrence i n the West 

L i n d r i t h Gallup Dakota and a l l these•are Gallup Dakota. 

Q .. . Would you r e f e r t o E x h i b i t Number Three 

and i d e n t i f y i t ? : ' 

A' E x h i b i t Number Three i s a reproduction of 

the open hole' i n d u c t i o n . e l e c t r i c log t h a t was recorded 

during the d r i l l i n g process. I t was logged on October 31st, 

•83. 

'•" ' E x h i b i t Three i s a copy of t h i s log over 

the Mancos i n t e r v a l . We've i n d i c a t e d the p e r f o r a t i o n s , the 

top shot being at 6802 and the bottom p e r f o r a t i o n , 7485.. 

We have completed a 683-foot gross i n t e r 

v a l and w i t h i n t h i s 683-foot gross i n t e r v a l we f e e l we've — 

or attempted t o develop 33 separate i n t e r v a l s . ...Detailed 

analysis of. the logs' i n d i c a t e s there's .58 f e e t of pay w i t h i n 

t h i s i n t e r v a l , of which 25 f e e t of i t would have r e s e r v o i r 



c h a r a c t e r i s t i c s t h a t I would expect i t to produce the •major

i t y of the production. 

33 f e e t would have•enough p o t e n t i a l t h a t 

we f e l t i t was worth p e r f o r a t i n g but i t ' s e i t h e r too shaley 

or a very t h i n zone and ptoba'bly w i l l not s i g n i f i c a n t l y con

t r i b u t e t o reserves. 

We do f e e l t h a t we have completed a l l of 

the p o t e n t i a l t h a t e x i s t s w i t h i n the Maneds i n t e r v a l . 

Q •* Re f e r - t o • E x h i b i t ;Number Four and i d e n t i f y 

t h a t e x h i b i t . - . ' 

A Okay. E x h i b i t Number Four i s a copy of 

the i n d u c t i o n e l e c t r i c • l o g , the same log t h a t was presented 

on our E x h i b i t Three but only over 'the Dakota i n t e r v a l . 

We've i n d i c a t e d the top of the Dakota at 7825. Our 

p e r f o r a t i o n s are i n d i c a t e d on the depth channel of the l o g , 

the top•shot being at-7886 and the bottom at 7977. 

We've p e r f o r a t e d an o v e r a l l i n t e r v a l of 

91 f e e t . Within t h i s - 91-foot, i n t e r v a l we f e e l we've 

developed seven separate and d i s t i n c t i n t e r v a l s w i t h i n the 

Dakota. The Dakota i s not w e l l developed at t h i s l o c a t i o n . 

Detailed, log analysis would i n d i c a t e f i f t e e n f e e t of t o t a l 

pay. Of the f i f t e e n f e e t , four f e e t w i t h an average 

p o r o s i t y of 8-1/4 percent would l i k e l y be f a i r l y productive 

and c o n t r i b u t e a most - - m a j o r i t y of the production t h a t 

w i l l come from the Dakota. 

There's an a d d i t i o n a l eleven f e e t t h a t we 

f e e l i s productive but not -- to -a lesser degree. 
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Q , Is i t you opinion t h a t you have p e r f o r 

ated a l l of the p o t e n t i a l l y productive i n t e r v a l s w i t h i n the 

Dakota section? 

A . Yes, we have. There.is a l i t t l e i n t e r v a l 

there r i g h t a t 8040.that i n other w e l l s has been of some i n 

t e r e s t t o us, but each time we've per f o r a t e d t h i s zone i t ' s 

proven to be water productive. - .; " 

So we, feel we've perforated and .stimu

lated all intervals that exhibit.potential within the Dako

ta. • 

Q Refer to E x h i b i t Number Five and i d e n t i f y 

i t and b r i e f l y summarize i t s contents. 

A Okay> E x h i b i t Number Five i s a copy of 

.our d a i l y d r i l l i n g — of our d a i l y r e p o r t s during the d r i l 

l i n g and completion process of t h i s w e l l . 

To j u s t h i g h l i g h t b r i e f l y , the w e l l was 

spudded on October 8th, 1983.' 9-5/8ths casing was cemented 

at 224 f e e t w i t h 135 sacks of cement. 

-During the d r i l l i n g process there were 

several i n t e r v a l s - i n the Mancos, beginning on October 21st, 

t h a t we l o s t c i r c u l a t i o n . The exact volumes of mud t h a t 

were l o s t are i n d i c a t e d on the d a i l y r e p o r t s . 

We had a severe l o s t c i r c u l a t i o n a t one 

po i n t i n the w e l l . This i n t e r v a l i s i n d i c a t e d on E x h i b i t 

Number Three. We were able to : resume d r i l l i n g and TD'ed the 

w e l l . We cemented.4-1/2 i n c h , 11.6 pound casing at TD of 

8133. We cemented t h i s casing i n three stages w i t h a t o t a l 
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of 2743 cubic f e e t of cement. 

We began our completion e f f o r t s on Novem

ber 11th and involved p e r f o r a t i n g the Dakota and a lower 

p o r t i o n of the Mancos. We f r a c t u r e s t i m u l a t e d both i n t e r 

vals using a t o t a l of 60,000 gallons of j e l l e d water and 

67,500 pounds of 20/40 sand. ; ' _ , 

We then .perf orated the. main Mancos . i n t e r 

v a l , which would be 6802 to ..708-7 and we. f r a c t u r e s t i m u l a t e d 

t h i s i n t e r v a l w i t h a t o t a l -of 70,000. gallons of water, 

89,500 pounds of 20/40 sand. 

We began t e s t i n g of the •••well on November 

14th w i t h a swab u n i t and during the f i r s t day of swabbing 

we s t a r t e d p i c k i n g up a f a i r l y good gas show, which would 

i n d i c a t e the w e l l was going to.be b e t t e r than normal. Nor

mally we don't s t a r t seeing hydrocarbons u n t i l the t h i r d or 

f o u r t h day. 

The w e l l a c t u a l l y kicked o f f and flowed 

on the f o u r t h day and we were able to f i l e a p o t e n t i a l t e s t 

on November 18th, r e f l e c t i n g a d a i l y r a t e of 233 b a r r e l s a 

day from the Mancos and 440 Mcf a day, and from the Dakota 

58 b a r r e l s a day, b a r r e l s of o i l a day, and 223 Mcf pf gas a 

day. . 

Since we f i l e d a p o t e n t i a l on the w e l l we 

have, under a temporary t e s t i n g allowable, we've flow t e s t e d 

the w e l l i n t e r m i t t e n t l y , attempting t o clean the w e l l up 

from the f r a c load plus get.a b e t t e r idea of what kind of 

a r t i f i c i a l l i f t equipment i s going t o .be necessary. The 
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w e l l w i l l not flow up the t u b i n g . I t w i l l flow up the 

casing. We're, r e l u c t a n t - t o flow i t up the casing because 

there i s a p a r a f f i n d e p o s i t i o n t h a t occurs from both the 

Mancos and the Dakota o i l s . - : 

We a n t i c i p a t e ' h a v i n g to i n s t a l l a r t i f i 

c i a l l i f t equipment and . c u r r e n t l y the we'll i s being i n t e r 

m i t t e n t l y produced f o r e v a l u a t i o n purposes. We have very 

l i t t l e storage on lease. I't's'a small location- and we' re i n 

close •proximity t o a residence and soi. we' re not . even going 

to leave the w e l l f l o w i n g up the casing f o r any length of 

time, j u s t because of l i m i t e d storage and we don't want t o 

flow i t up the casing. 

Q Okay, Mr. Roe, would you r e f e r to E x h i b i t 

Number Six, please, and i d e n t i f y t h a t e x h i b i t ? 

A ' . Okay. E x h i b i t Number Six i s a presenta

t i o n of what went i n t o my c a l c u l a t i o n of the estimate of u l 

timate recoveries from t h i s w e l l . 

. As I indicated-, our i n i t i a l p o t e n t i a l was 

a t o t a l of 291 b a r r e l s a day; 233 b a r r e l s a day from the 

Mancos and 58 from the Dakota. 

U t i l i z i n g some' data from other w e l l s i n 

the area, which were presented on E x h i b i t Number Two, we de

veloped some f a c t o r s t h a t — h i s t o r i c a l l y s t a b i l i z e d f i r s t 

month's production would — would r e f l e c t a value that, would 

be approximately 42 percent, of the reported i n i t i a l poten

t i a l . 

• U t i l i z i n g our 291 b a r r e l s a day, 42 per-
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cent of t h i s would be a value of 3700 b a r r e l s a month. 

Also u t i l i z i n g other wells We developed 

ah a n t i c i p a t e d production decline .that - would be 40 percent 

f o r the f i r s t .3-1/2 years and then s t a b i l i z e a t 9 percent. . 

U t i l i z i n g . t h i s trend of; production, . which i s derived using 

data from s i x other w e l l s , u l t i m a t e l y we would expect r e 

coveries from t h i s w e l l would-be' 147,400 b a r r e l s of o i l . 

This i s d e f i n i t e l y ' o n e of the b e t t e r 

wells i n the general area. I t i s a r e a l s u r p r i s e to us. 

At any r a t e , t h a t ' s much b e t t e r than we 

a n t i c i p a t e d . 

On the second page, w e l l , on the f i r s t 

page, bottom p a r t under Item B, we've d e t a i l e d our e f f o r t s 

t o ' a l l o c a t e the reserves between the Dakota and the Mancos. 

We've made a.volumetric c a l c u l a t i o n f o r the Dakota i n t e r v a l , 

p r i m a r i l y because we f e e l s t h a t volumetrics give a f a i r l y 

r e p r e s e n t a t i v e number i n the Dakota. 

The Mancos. being f r a c t u r e d as i t was and 

probably more severely f r a c t u r e d i n .this w e l l than any other 

w e l l we've d r i l l e d , as evidenced by t h e - l o s t c i r c u l a t i o n 

t h a t we had when we d r i l l e d i t , we've determined the Mancos 

reserves by s u b t r a c t i n g t h a t t h a t would be a l l o c a t e d t o the 

Dakota from our a n t i c i p a t e d u l t i m a t e recovery, u t i l i z i n g our 

decline t r e n d t h a t was established from s i x other w e l l s . 

' This, would i n d i c a t e -that u l t i m a t e recov

eri e s from the Mancos would be 127,900 b a r r e l s of o i l , and 

on the bottom p a r t of the second page of E x h i b i t Number Six 
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I've summarized the reserves.that are presented on E x h i b i t 

Number Six and i n d i c a t e d what percent would be a t t r i b u t a b l e 

to each zone. • 

Of the t o t a l 147,400 barrels: 87 percent 

of t h a t would be coming from the Mancos and 13 percent would, 

be a t t r i b u t a b l e to the Dakota. . " 

' U t i l i z i n g data from the s i x w e l l s t h a t 

I've mentioned p r e v i o u s l y , plus the GOR data of w e l l s i n the 

immediate v i c i n i t y , we've established our u l t i m a t e gas r e 

serves , 1304.6 . m i l l i o n to the Mancos and 6'8.2 m i l l i o n f o r 

the Dakota. 

U t i l i z i n g those reserves we a l l o c a t e d 95 

percent of t o t a l production t o the Mancos and 5 percent of 

the t o t a l gas t o the Dakota. These percentages are the a l 

l o c a t i o n . f a c t o r s t h a t would propose t o a l l o c a t e production 

of the commingled stream. 

-. Q Are these a l l o c a t i o n percentages consis

t e n t With other w e l l s i n the area which have been authorized 

f o r .downhole commingling? ' 

A Yes, they are. We'll have oh our f i n a l 

e x h i b i t , I have a summary of those.. 

Also attached, the l a t t e r two pages of 

E x h i b i t Number Six, i s a presentation of the ac t u a l log 

analysis t h a t I've u t i l i z e d — t h a t I derived the r e s e r v o i r 

parameters from, t h a t went i n t o the volumetric c a l c u l a t i o n s . 

Q Mr. Roe, i n Exhibit.. Six you. have set 

f o r t h some — some p r e d i c t i o n s or some estimates of produc-
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t i v e p o t e n t i a l from t h i s w e l l . Would you expect t h i s pro

ductive performance of the w e l ! t h a t you p r e d i c t t o d i f f e r 

i f you were required t o complete and- produce each zone 

separately? 

A The a c t u a l p r o j e c t i o n I wouldn't expect 

to be a whole l o t d i f f e r e n t , as f a r as the 40 percent de

c l i n e and the 9 percent s t a b l e production;" however, our u l 

timate recoveries would be smaller by the amount of produc

t i o n t h a t we have estimated to be a t t r i b u t a b l e to the Dakota 

f o r the reason t h a t w i t h the 4-1/2 inch, 11.6 pound casing 

and the need to a r t i f i c a l l y l i f t each zone, or rod pump each 

w e l l , we do not believe t h a t dual completion i s f e a s i b l e , so 

my f o r e c a s t would not change but i t would be a t o t a l — u l 

timate recovery would be smaller. 

Q Please r e f e r to E x h i b i t Number Seven and 

i d e n t i f y t h a t e x h i b i t and e x p l a i n i t s s i g n i f i c a n c e to t h i s 

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

A Qkay. E x h i b i t Seven i s , on the produc

t i o n r a t e / t i m e curve 22, r e f l e c t i n g 22 months of production 

from the Gavilan No. 1, which i s a w e l l operated by North

west E x p l o r a t i o n i n the northeast quarter of Section 26, 25 

North, 2 West. This i s a w e l l approximately 1.7 miles to 

the northeast of the Native Son. We've i n d i c a t e d the pro

duction performance t o date, and as you can see, the f i r s t 

22 months the production has continued t o improve. I t ' s 

c u r r e n t l y averaging r i g h t at- 100 b a r r e l s a day. 

I have also , on t h i s production p l o t , i n -
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dicated our pr e d i c t e d f u t u r e production f o r the Native Son 

No. 2,.and as I've indicated-, I'm u t i l i z i n g a 40. percent an

nual decline r a t e f o r the f i r s t 3-1/'2 "years and then a stab

i l i z e d decline r a t e of 9.percent, which;Is some f a c t o r s t h a t 

I a r r i v e d at u t i l i z i n g production data from other w e l l s i n 

the general area t h a t have an adequate length of time on 

production t o determine these f a c t o r s . 

The s i x w e l l s t h a t I used t o get these 

f a c t o r s are presented on the l a s t three pages of — t h a t are 

attached t o E x h i b i t Number Seven. 

Q Please r e f e r to E x h i b i t Number Eigh t , Mr. 

Roe, i d e n t i f y t h a t e x h i b i t . 

A Okay. E x h i b i t Number Eight i s a t a b u l a 

t i o n of the production and some of the completion data f o r 

a l l eleven w e l l s t h a t have been completed i n the immediate 

area of the Gavilan Mancos Basin Dakota Pool t h a t we're — 

t h a t the Native Son No. 2 i s located. 

I've i n d i c a t e d on the t a b u l a t i o n the pro^ 

duction' casing of the eleven w e l l s t h a t have been cased, 

none of them have been completed u t i l i z i n g 4-1/2 i n c h cas

i n g . Our. well.,, as I've i n d i c a t e d e a r l i e r , was spudded on 

October 8th, 1983. I t was the t e n t h w e l l t o be d r i l l e d . 

There i s one w e l l t h a t ' s been d r i l l e d but not completed 

since the Native Son No. 2 and there i s also one w e l l t h a t ' s 

c u r r e n t l y . a t TD and logging. 

I've also i n d i c a t e d i n the righthand por

t i o n of the t a b u l a t i o n the i n i t i a l p o t e n t i a l s t h a t have been 
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reported - on .the w e l l s t h a t have reported IP's, . and-, based 

upon i n i t i a l p o t e n t i a l , : i t ' appears the Native Son No. 2 i s 

— w i l l by far'-be the most.productive wel1 i n the general 

area. 

Q , At the time the Native Son No. 2 We 1.1 was 

spudded, what type of production h i s t o r y d i d you have from 

other w e l l s i n the area? 

'A •' At the time the Native Son No. 2 was 

. spudded the only v/ell t h a t had any sustained production " at 

a l l was the Gavilan No.' 1, which t h a t production, h i s t o r y i s 

presented on E x h i b i t Number Seven. • 

Jerome P. McHugh had completed and had a 

very minor amount of production from the- s i x w e l l s we have 

prev i o u s l y operated; however, the s i x wells t h a t we operate, 

none of them would flow n a t u r a l l y and a l l required a r t i f i 

c i a l l i f t . Rod pumps were i n s t a l l e d i n the e a r l y p a r t of 

November i n a l l s i x w e l l s . And. so at the time we spudded 

the Native : Son, we b a s i c a l l y had the reported LP's and a 

very minor amount of production. I t required swabbing to 

r e f e r t o i t . We d i d not expect a w e l l of the q u a l i t y of the 

Native Son No. 2. • 

Q . 1 note from the data contained i n t h i s 

e x h i b i t t h a t i t ' s common procedure t o set 4-1/2 inch casing 

i n t h i s type of w e l l . Do you concur t h a t t h a t ' s standard, 

prudent operating procedure i n this.area? 

A Yes, as I ' v e . i n d i c a t e d , of the eleven 

• w e l l s presented, nine of them were completed u t i l i z i n g 4-1/2 



casing. We're i n an area t h a t -- t h a t there's many d r i l l i n g 

problems. We're looking at f a i r l y " e x p e n s i v e w e l l s . 4-1/2 

casing i s one of the methods t h a t we've been using t o con

t r o l our cost. 

Q Mr. Roe, I don't believe you mentioned 

the second page of the attachment to 'this E x h i b i t Number 

Eight. . Would you e x p l a i n the reason f o r i t s i n c l u s i o n w i t h 

t h i s e x h i b i t ? 

A Okay. '• I t i s attached as a matter of r e 

ference. I t shows.the r e l a t i v e p o s i t i o n of the Native Son 

No. 2. I t ' s a p l a t , a map of the general area, a l i t t l e 

l a r g e r scale than t h a t t h a t was presented i n the E x h i b i t 

Number Two. The i n t e n t i o n here was t o show the l o c a t i o n of 

the Native Son No. 2 w i t h respect t o the o f f s e t t i n g w e l i s . 

We have both Gallup arid Dakota completed 

i n the ET No. 1, which i s located t o the northwest approxi

mately one mi l e . 

We have Gallup and Dakota i n the Janet 

No. 2 t o the north and also i n the Janet No. 1 t o the n o r t h 

east w i t h i n the same sec t i o n as the Native Son"No. 2. 

Gallup Dakota i s also completed i n both 

of the Northwest E x p l o r a t i o n w e l l s , located i n the no r t h 

h a l f of Section 26 and also Gallup and Dakota i s being pro

duced to the south i n the Mother Lode and the Rightway. 

Q Let's move on t o your E x h i b i t Number 

Nine... I d e n t i f y t h a t e x h i b i t , please. 

A Okay. E x h i b i t Number Nine i s included 
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f o r reference purposes. ' 'We've 'indicated f o r the f i v e , w e l l s 

t h a t Jerome P. McHugh has previously.received'permission t o 

commingle production from the Gallup and — or Mancos and 

Dakota, we've i n d i c a t e d a l l o c a t i o n f a c t o r s t h a t were author

i z e d , the order numbers t h a t those f a c t o r s were authorized, 

and also we've i n d i c a t e d the proposed a l l o c a t i o n f a c t o r s f o r 

the Native Son No. 2. 

Q Mr. Roe, i s Ownership of the Mancos and 

Dakota zones common? 

A Yes, the ownership i s . The production 

u n i t s , by v i r t u e of a r e c e n t l y issued Mancos, Gavilan Mancos 

Pool, which w i l l be e f f e c t i v e March 1st .of i 9 8 4, both u n i t s 

are spaced on 320 and all'ownership i s common. 

Q And to your knowledge there's no v e r t i c a l 

separation or segregation of ownership? 

A .As our records, t h a t i s c o r r e c t , accord

ing t o our best i n f o r m a t i o n . 

Q Mr. Roe, do you have measured bottom hole 

pressure f i g u r e s f o r e i t h e r zone? 

A We have not measured bottom hole pressure 

i n e i t h e r z.one i n the Native Son No. 2; however, we do have 

measured * bottom hole pressure recorded .with the pressure 

build-up i n the Gavilan No. 1, which i s located t o the 

northeast of the Native Son No. 2, approximately 1.7 miles 

' to the northeast. The data' was -- u t i l i z i n g the data t h a t 

was a bottom hole pressure build-up i n both zones, working 

t h a t up, u t i l i z i n g acceptable methods f o r analyzing pressure 
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bu i l d - u p , we've established t h a t ' t h e bottom hole pressure i n 

the Native Son No. 2 i s 1690 p s i at a mid-perf datum of 

7144. 

Also the pressure i n the Dakota would be 

2674 p s i a t a mid-perf datum of '7932.. 

The pressures t h a t were recorded i n the 

Gavilan No. 1 have been found t o be f a i r l y r e p r e s e n t a t i v e of 

pressures i n other w e l l s t h a t we've completed and we have no 

reason t o t h i n k they would be d i f f e r e n t i n the. Native Son 

No. 2. 

Q I n your opinion i s there any danger of 

cross flow between the zones due t o pressure .-- t o t h i s 

pressure d i s p a r i t y ? 

A I believe t h a t cross flow w i l l be no 

problem. There i s a pressure gradient d i f f e r e n c e between 

the two zones; however, the pressure d i f f e r e n c e i s w i t h i n 

t h a t permitted by State law, State r u l e s . 

Q .Would you expect the f l u i d s t o be pro

duced from each zone t o be compatible w i t h one another? 

A Yes. The o i l and gas i s s i m i l a r i n qual

i t i e s i n both zones and we have no i n f o r m a t i o n t h a t would 

suggest there's a -problem i n commingling. 

Q And are we dealing w i t h f l u i d s e n s i t i v e 

sands i n these formations which may be subject t o damage 

from water or other produced l i q u i d s ? 

A No. Both zones were- s t i m u l a t e d w i t h 

water based f l u i d s . 
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Q Mr. . Roe, f o r a mi-nute here I would l i k e 

to have you address the economics of the Dakota formation. 

F i r s t of a l l , based Upon your estimate of 

reserves which you've a t t r i b u t e d t o the Dakota formation, 

could you -- could you discuss economics of Dakota formation 

completions i n those terms basis?' 

A Yes. The Dakota,formation w i t h — making 

reference t o E x h i b i t Number Six, we f e e l u l t i m a t e l y w i l l r e 

s u l t i n recovering 19,500 b a r r e l s of o i l and 68.2 m i l l i o n 

cubic f e e t of gas. 

This i s a volume of o i l t h a t i s d e f i n i t e 

l y commercial to recover, i f you don't have to spend a l o t 

of money to get t o i t . The average w e l l cost,- i f we were 

required t o d r i l l only f o r Dakota production, i s $625,000 

fo r w e l l s i n t h i s area, and they've ranged from a low of 

about $450,000 t o a high of $1.2 m i l l i o n . 

The Dakota does not have the p o t e n t i a l 

t h a t would encourage anybody t o d r i l l a w e l l f o r Dakota 

only. The Dakota, our a n t i c i p a t i o n based upon our i n i t i a l 

p o t e n t i a l ' of 58 b a r r e l s a day, i f our 42 percent f a c t o r 

holds, which we have every reason t o believe i t w i l l , we 

would expect e a r l y rates i n the Dakota to be 24 b a r r e l s a 

day and decline at a r a t e of 40 percent per year. 

So we don't believe t h a t the Dakota war

rants development on i t s own. The only way t h a t the Dakota 

reserves w i l l ever be r e a l i z e d i s e i t h e r commingled w i t h the 

Mancos or.produced at a l a t e r date at some time i n the f u -
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t u r e i f the wellbore i s s t i l l . u s a b l e . 

Q Would you address the question, of the 

f e a s i b i l i t y of d u a l l y completing the w e l l i n s i d e 4-1/2 inch 

casing? 

A Okay. With the 4-1/2 inch casing and the 

need t o rod pump or a r t i f i c i a l l y l i f t both-zones, we j u s t 

don't be l i e v e t h a t i t ' s f e a s i b l e . The l a r g e s t s t r i n g of 

tubing t h a t would f i t i n s i d e the 11.6 pound 4-1/2 i s two 

s t r i n g s of inch and a quarter i n t e r v a l j o i n t t u b i n g , and 

there i s no way we could a r t i f i c i a l l y l i f t e i t h e r zone e f f i 

c i e n t l y and there i s a s u b s t a n t i a l amount of gas associated 

w i t h both zones, n e i t h e r one.of which would be an e f f e c t i v e 

rod pump operation below a packer. 

In a d d i t i o n t o t h a t , there's no wellhead, 

equipment a v a i l a b l e t o accept two s t r i n g s of tub i n g on 4-1/2 

casing. 

Q What would be your recommendation t o the 

ap p l i c a n t i n t h i s case i n terms of operating procedure i n 

the event t h i s a p p l i c a t i o n i s not granted? 

A Well, we — we f i r m l y b e l i e v e t h a t the 

Mancos i s the primary o b j e c t i v e i n t h i s area and so should 

we not be allowed to commingle production of the Dakota w i t h 

the Mancos, we would have t o te m p o r a r i l y abandon the Dakota 

below some s o r t of a temporary plug. That production would 

be delayed u n t i l some p o i n t t h a t the Mancos was depleted and 

we .could go back to the Dakota and commingle i t — or not 

commingle i t . We would have t o complete i t , abandon the 
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Mancos and then re-enter the Dakota. 

- S o i f we're not allowed t o commingle the 

production, we're b a s i c a l l y i n a p o s i t i o n t h a t we'd have t o 

postpone the production of Dakota reserves and t h a t may 

never occur. 

.Q Mr. Roe, i n your opinion w i l l the com

mingling of production i n the wellbore of t h i s w e l l r e s u l t 

i n the production of a d d i t i o n a l hydrocarbons, be i n the best 

i n t e r e s t of conservation, the protection•• of c o r r e l a t i v e 

r i g h t s , and the.prevention of waste? 

. A Yes, i t w i l l . 

. Q ' Were E x h i b i t s One through Nine e i t h e r 

prepared by you or at. your d i r e c t i o n and under your s u p e r v i 

sion? 

A Yes, they were. 

MR. ROBERTS: Move the admis

sion of. E x h i b i t s One through Nine and we have no f u r t h e r 

questions. 

MR. STAMETS: These e x h i b i t s 

w i l l be admitted. 

CROSS EXAMINATION ; 

BY MR. STAMETS: 

Q Mr. Roe,, are any of the Dakota w e l l s i n 

t h i s area gas wells? . 

A The t e s t i n g t h a t we've had t o date would 

suggest t h a t the.Dakota i s p r i m a r i l y o i l i n the wellbores 
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t h a t we've p o t e n t i a l e d i t . . 

Q Have you approached the D i s t r i c t O f f i c e 

to. see about e s t a b l i s h i n g a Mancos-Dakota o i l pool i n t h i s 

area? 

A 'We — that,was addressed at the hearing 

t h a t we had t o e s t a b l i s h the temporary pool r u l e s f o r the 

Mancos. At- the same hearing .Northwest P i p e l i n e b a s i c a l l y 

made t h a t proposal t h a t a Mancos-Dakota Pool be es t a b l i s h e d . 

We are not opposed t o t h a t and we do see 

a need t o have the two pools commingled. I n our sp e c i a l 

pool r u l e s we requested permission.to have an a d m i n i s t r a t i v e 

procedure t o commingle both zones. 

Now we d i d not. support the e s t a b l i s h i n g 

the s i n g l e pool t h a t would be commingled Mancos-Dakota. 

There were several reasons we d i d n ' t but we were i n favor of 

having 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 commingling and t h a t was 

not addressed i n the actual order t h a t was issued. 

In speaking w i t h Mr. Chavez, he f e l t t h a t 

the reason i t wasn't necessary t o address any special p r o v i 

sions f o r commingling, was t h a t the State r u l e s p r o p e r l y 

handled t h a t , and t h i s would be an example where the State 

rul e s don't p r o p e r l y handle i t f o r a d m i n i s t r a t i v e proce

dures . 

We have the combined r a t e t h a t exceeds 

t h a t t h a t ' s permissible under, the State r u l e s . That would 

be 50 b a r r e l s a day. 

So I , dependent, upon'how the performance 
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of the we l l s were e a r l y i n the l i f e , t h i s i s a f r a c t u r e d r e 

servoir., I ' have a b i g concern t h a t we're looking a t some 

f a i r l y steep dec-lines e a r l y i n the l i f e once the w e l l to 

w e l l i n t e r f e r e n c e s t a r t s o c c u r r i n g and I f e e l reasonably 

c e r t a i n t h a t i t w i l l occur. 

And so dependent upon how the f u t u r e 

d r i l l i n g looks, I t h i n k i t would be our plan to come back t o 

the Commission and ask f o r some provisions f o r administra

t i v e procedures. We d i d — have pr e v i o u s l y submitted an ap

p l i c a t i o n on t h i s w e l l f o r an a d m i n i s t r a t i v e handling of 

t h i s , which was denied. I t ' s my understanding because of 

the rates between the two we l l s were too low. 

Q What would .your ex t r a cost be i f . y o u had 

to set a bridge plug between the Mancos and Dakota at t h i s 

time and produce the Mancos as a s i n g l e u n t i l the r a t e de

c l i n e s s u b s t a n t i a l l y ' below 233 b a r r e l s a day? 

A The extra' cost probably would be i n the 

range o f , f o r s e t t i n g the plug and going back and g e t t i n g 

the plug'out, I would say we'd be looking a t $10-to-20,000 

t o t a l . '. 

Now, the problem t h a t I would foresee i n 

t h a t would f i r s t o f f once the' pressure had declined, i n 

other words,, we're on the verge of being outside the allow

able pressure d i f f e r e n c e between'the two zones, so at a 

po i n t t h a t we allowed a d d i t i o n a l pressure d e p l e t i o n i n the 

Mancos to occur, there would be.a greater pressure d i f f e r 

ence between the -two zones. At t h a t p o i n t we probably would 



not be able to use a conventional d r i l l i n g to get the bridge 

plug- out. We'd have t o be c a r e f u l what kind of a plug we 

put i n th e r e , because we would run the r i s k of doing damage 

to the Mancos t r y i n g t o c i r c u l a t e and d r i l l a f t e r some pres

sure d e p l e t i o n has occurred i n the Mancos and we f r a c t u r e 

s t i m u l a t e the Mancos. I wouldn't expect t h a t we could c i r 

c u l a t e , so anything we d r i l l e d ' u p would be l o s t i n the Man

cos. 

MR. STAMETS: Are there other 

questions of the'witness? He may be excused. 

Anything f u r t h e r i n t h i s case? 

The case w i l l be taken under 

advisement. 

, (Hearing concluded.) 
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