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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF ANADARKO PETROLEUM 
CORPORATION FOR DOWNHOLE COMMINGLING, 
LEA COUNTY, NEW MEXICO 

CASE NO. 1 2 , 2 1 5 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

August 5th, 1999 <̂> 

Santa Fe, New Mexico __, : 

\ • 
This matter came on f o r hearing before the New^ ^ 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, August 5 t h , 1999, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

P o r t e r H a l l , 2040 South Pacheco, Santa Fe, New Mexico, 

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

State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:16 a.m.: 

EXAMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 12,215, which i s the A p p l i c a t i o n of Anadarko Petroleum 

Corporation f o r downhole commingling, Lea County, New 

Mexico. 

C a l l f o r appearances i n t h i s case. 

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

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the App l i c a n t , and I have one witness t o be 

sworn. 

EXAMINER CATANACH: Any other appearances? 

W i l l the witness please stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Catanach, t h i s i s an 

A p p l i c a t i o n by Anadarko f o r downhole commingling. They're 

seeking t o take the Walden Number 12 w e l l and downhole 

commingle production from the Penrose Skelly-Grayburg Pool, 

w i t h p r o d u c t i o n from the Southwest Eunice-San Andres Pool. 

The w e l l c u r r e n t l y produces from the Grayburg 

Pool. They want t o prolong the l i f e of t h i s w e l l b o r e t o 

recover what a d d i t i o n a l o i l could be produced out of the 

San Andres, and so they want t o add the San Andres. 

The A p p l i c a t i o n was f i l e d a d m i n i s t r a t i v e l y . I t ' s 

our understanding t h a t i t meets a l l the requirements f o r 
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approval f o r downhole commingling w i t h the exception t h a t 

the a n t i c i p a t e d water production from the San Andres w i l l 

be a volume i n excess of what you're allowed t o approve 

a d m i n i s t r a t i v e l y under 303.C. 

Our witness i s Mr. Richard Lauderdale. Mr. 

Lauderdale i s the production engineer t h a t f i l e d t he 

a d m i n i s t r a t i v e a p p l i c a t i o n and understands the d e t a i l s and 

circumstances of the A p p l i c a t i o n . 

RICHARD LAUDERDALE, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Lauderdale, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. Richard Lauderdale, production engineer f o r 

Anadarko Petroleum Corporation. 

Q. When and where d i d you o b t a i n your engineering 

degree? 

A. I obtained my engineering degree i n 1996 from 

Texas Tech U n i v e r s i t y . 

Q. And what are your c u r r e n t r e s p o n s i b i l i t i e s f o r 

Anadarko? 

A. I'm the production engineer f o r the Level Land 

p r o p e r t i e s as w e l l as the New Mexico p r o p e r t i e s t h a t 

STEVEN T. BRENNER, CCR 
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Anadarko operates. 

Q. This microphone i s j u s t f o r the c o u r t r e p o r t e r , 

and there's a c e i l i n g fan i n the f a l s e c e i l i n g t h a t ' s hard 

f o r me t o hear you, s i r . So i f you speak up, I t h i n k i t 

w i l l be easier t o hear your p r e s e n t a t i o n . 

Has i t been your r e s p o n s i b i l i t y t o prepare the 

D i v i s i o n Form C-107.A f o r downhole commingling? 

A. Yes, s i r . 

Q. And you, i n f a c t , d i d t h a t ? 

A. Yes, s i r . 

Q. A l l r i g h t , and you're f a m i l i a r w i t h the 

engineering aspects and the i n f o r m a t i o n concerning the 

Number 12 well? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Lauderdale as an 

expert pr o d u c t i o n engineer. 

EXAMINER CATANACH: Mr. Lauderdale i s so 

q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Lauderdale, l e t ' s take 

E x h i b i t 1 of the e x h i b i t package and have you i d e n t i f y f o r 

us where t h i s w e l l i s located. 

A. The w e l l i s located i n Section 15 of Township 22, 

Range 3 7 East, i n Lea County. I t ' s denoted i n the ye l l o w . 

I t i s Well Number 12 i n the E.W. Walden lease. 

Q. A l l r i g h t , what are you proposing t o do? 

STEVEN T. 
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A. I would l i k e t o downhole commingle the Penrose-

S k e l l y Grayburg and the Eunice Southwest-San Andres. The 

w e l l i s c u r r e n t l y only completed — or only producing from 

t h e Penrose-Skelly Grayburg. 

Q. Approximately what i s the c u r r e n t r a t e s of 

pr o d u c t i o n from the w e l l as i t i s now co n f i g u r e d f o r 

pr o d u c t i o n out of the Grayburg? 

A. The c u r r e n t d a i l y production r a t e i s about one t o 

two b a r r e l s of o i l a day and about two t o f o u r b a r r e l s of 

water a day and about 2 0 MCF of gas a day. 

Q. Based upon your s t u d i e s , what do you a n t i c i p a t e 

t o be the production a t t r i b u t a b l e t o the San Andres Pool? 

A. Based on t e s t s t h a t were performed when the w e l l 

was o r i g i n a l l y d r i l l e d and before we were able t o commingle 

the zones, the San Andres t e s t was about 2 5 b a r r e l s of o i l 

a day and about 2 50 b a r r e l s of water per day. 

Q. Let's set aside E x h i b i t 1 and have you i d e n t i f y 

f o r the record what i s marked as Anadarko E x h i b i t 2. 

A. This was the a p p l i c a t i o n t h a t I f i l e d t o t r y t o 

get a d m i n i s t r a t i v e approval t o downhole commingle the 

Penrose Skelly-Grayburg i n the Southwest Eunice-San Andres. 

Q. I've numbered the pages of your a d m i n i s t r a t i v e 

a p p l i c a t i o n , Mr. Lauderdale. I f y o u ' l l t u r n w i t h me t o 

page number 10, describe f o r me and f o r Mr. Catanach how 

t h i s w e llbore i s configured. 

STEVEN T. BRENNER, CCR 
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A. The wellbore i s configured as shown on the 

w e l l b o r e schematic, of which the bottom p e r f o r a t i o n s are 

the San Andres. They are i s o l a t e d by a c a s t - i r o n b r i d g e 

p l u g and t e n f e e t of cement, and then the c u r r e n t and 

producing p e r f o r a t i o n s are i n the Penrose Skelly-Grayburg. 

Q. I f Mr. Catanach approves the commingling, how 

w i l l you a l t e r the wellbore c o n f i g u r a t i o n ? 

A. B a s i c a l l y , i t w i l l i n v o l v e d r i l l i n g out the c a s t -

i r o n bridge plug and running i n w i t h the c u r r e n t p r o d u c t i o n 

equipment as shown i n the schematic. 

Q. A l l r i g h t . Set aside E x h i b i t 2 f o r a moment. 

L e t 1 s t u r n t o E x h i b i t 3. What are we l o o k i n g a t w i t h 

E x h i b i t 3? 

A. E x h i b i t 3 i s a production p l o t of the Penrose 

Skelly-Grayburg i n the E.W. Walden Number 12, and only the 

Penrose Skelly-Grayburg. 

Q. A l l r i g h t , and t h i s i s the data t h a t supports 

your conclusion about the minimal o i l p r o d u c t i o n from t h a t 

zone? 

A. Yes, s i r . 

Q. What i s the b e n e f i t t o Anadarko and the i n t e r e s t 

owners t h a t are e n t i t l e d t o share i n p r o d u c t i o n from t h i s 

w e l l i f commingling i s approved? 

A. We can e f f i c i e n t l y and e f f e c t i v e l y produce more 

of the reserves from the Penrose Skelly-Grayburg beyond 

STEVEN T. BRENNER, CCR 
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what would be produced by simply l e a v i n g i t a Penrose 

Skelly-Grayburg producer. 

Q. Let's t u r n t o E x h i b i t 4 and have you i l l u s t r a t e 

t o Mr. Catanach the support f o r your o p i n i o n about t h e 

forecasted production from the San Andres Pool. 

A. This i s the two d i f f e r e n t i n t e r v a l s of the San 

Andres t h a t was o r i g i n a l l y p e r f o r a t e d , and the t e s t s are 

shown as w e l l . 

Q. There are a range of o i l r a t e s and water r a t e s 

t e s t e d over the t e s t p e r i o d , are t h e r e not? 

A. Yes, s i r . 

Q. What's your a n t i c i p a t e d average o i l r a t e and 

water r a t e f o r the San Andres? Do you have an estimate? 

A. I t seems t o me t h a t t h a t has seemed t o s t a b i l i z e 

a t around 25 b a r r e l s of o i l a day and around 250 t o 300 

b a r r e l s of water a day i n t h a t . 

Q. What i s the c u r r e n t D i v i s i o n r u l e w i t h regards t o 

the amount of water produced i n a s s o c i a t i o n w i t h the o i l 

t h a t ' s been commingled? 

A. I b e l i e v e the r u l e i s t h a t you cannot produce 

more than two times the amount of water from the top — 

from the shallowest zone, which i s the Penrose S k e l l y -

Grayburg, you cannot produce more than two times the amount 

of water as the top o i l allowable. 

0_. And what i s your o i l allowable i n the Grayburg? 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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A. I t i s 80 b a r r e l s of o i l per day. 

Q. A l l r i g h t , i t ' s 160 b a r r e l s , and so there's the 

r e a l p r o b a b i l i t y t h a t y o u ' l l exceed t h a t number? 

A. I b e l i e v e so. 

Q. Can t h a t number be exceeded i n t h i s w e l l b o r e 

w i t h o u t causing waste or i m p a i r i n g c o r r e l a t i v e r i g h t s ? 

A. Yes, s i r . 

Q. And why i s t h a t so? 

A. I have two e x h i b i t s which — We t h i n k the main 

concern i n producing t h i s w e l l would be p r e c i p i t a n t 

f o r m a t i o n , i n h i b i t i n g production. 

Q. A l l r i g h t , l e t ' s t u r n t o E x h i b i t 5 and have you 

describe your conclusion t h a t the commingling of f l u i d s and 

waters i s not going t o cause you any k i n d of c o m p a t i b i l i t y 

problem. 

A. This i s a r e s u l t of two waters t h a t were obtained 

from leases t h a t Anadarko operates as — t o the end of l a s t 

month. One was a San Andres water which i s from the Hugh 

13. The other i s the Penrose Skelly-Grayburg, water t h a t 

was taken from the E.W. Walden Number 12. 

And M a r t i n Water Labs performed water a n a l y s i s , 

and i n t h e i r o p i n i o n they f i n d no p r e c i p i t a n t , and these 

waters are compatible. 

Q. How recent i s t h i s t e s t data and r e s u l t s ? 

A. I t was the end of l a s t month. 

STEVEN T. BRENNER, CCR 
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Q. Are you s a t i s f i e d t h a t based upon t h i s a n a l y s i s 

and your other i n f o r m a t i o n , there i s not a c o m p a t i b i l i t y or 

a s c a l i n g problem i f downhole commingling i s approved? 

A. Yes, s i r . 

Q. What i s another poss i b l e concern t h a t you would 

have as a production engineer w i t h the commingling of a 

zone t h a t ' s been depleted w i t h another zone t h a t has a 

s u b s t a n t i a l q u a n t i t y of water associated w i t h i t s o i l 

production? 

A. The main concern th e r e would be crossfl o w . 

Q. Have you made a c a l c u l a t i o n t o determine whether 

t h i s w e llbore i s configured w i t h surface f a c i l i t i e s and 

subsurface equipment such t h a t you w i l l be able t o keep i t 

pumped o f f ? 

A. Yes, s i r . 

Q. Let's t u r n t o E x h i b i t 6 and have you i d e n t i f y and 

describe the support f o r t h a t o p i n i o n or conclusion. 

A. E x h i b i t 6 i s a RODSTAR, which i s what we use t o 

c a l c u l a t e pump e f f i c i e n c y and pump capa c i t y of our downhole 

equipment, and i n t h i s run we are using the c u r r e n t 

equipment t h a t we have. And up i n the r i g h t - h a n d corner, 

the p r o d u c t i o n r a t e of 282 b a r r e l s per day a t 85-percent 

e f f i c i e n c y i s shown. Therefore, w i t h no changes I b e l i e v e 

we can keep t h i s w e l l i n a pumped-off c o n d i t i o n . 

Q. I f there i s a change t h a t ' s n e c e s s i t a t e d by the 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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f a c t t h a t your production r a t e of f l u i d s might exceed 282 a 

day, what would yo have t o do? 

A. We are prepared t o i n s t a l l a bigger pump, move 

pumping u n i t equipment as necessary t o keep the w e l l pumped 

o f f . 

Q. And t h a t ' s a l l you'd have t o do? 

A. Yes, s i r . 

Q. You don't have t o change downhole c o n f i g u r a t i o n s 

or anything else l i k e t h a t ? 

A. No, s i r . 

Q. I s there an op p o r t u n i t y t o Anadarko as operator 

of t h i s Walden lease and s i m i l a r w e l l s i n t h i s v i c i n i t y t o 

commingle Grayburg and San Andres prod u c t i o n on other 

wells? 

A. Yes, s i r . 

Q. And i n a l l p r o b a b i l i t y t h i s water issue i s l i k e l y 

t o impact those subsequent a p p l i c a t i o n s , would i t not? 

A. Yes, s i r . 

Q. Do you t h i n k t h i s would be t y p i c a l of t h e 

circumstances associated w i t h s i m i l a r w e l l s commingled i n 

these two pools? 

A. Yes, s i r . 

Q. This i s not an a t y p i c a l s i t u a t i o n w i t h regards t o 

the Walden 12? 

A. No, s i r . 

STEVEN T. BRENNER, CCR 
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Q. I n summary, then, Mr. Lauderdale, w i l l approval 

of t h i s 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 

conservation, the prevention of waste and the p r o t e c t i o n of 

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

A. Yes, s i r . 

MR. KELLAHIN: Mr. Catanach, we move the 

i n t r o d u c t i o n of Anadarko 1s E x h i b i t s 1 through 6. 

EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Lauderdale, as f a r as a l l o c a t i n g p r o d u c t i o n 

i n t h i s w e l l , i s t h a t included i n your A p p l i c a t i o n ? 

A. Yes, s i r , i t i s . 

Q. And t h a t i s based on — I s t h a t based on the 

a n t i c i p a t e d San Andres rate? 

A. Yes, s i r . 

Q. I s i t the average t h a t you've used? 

A. Yes, s i r . 

Q. 25 b a r r e l s of o i l per day? 

A. Yes, s i r . 

Q. Do you a n t i c i p a t e any gas pr o d u c t i o n from t h a t 

zone? 

A. There has been evidence t h a t we w i l l see some gas 

pr o d u c t i o n from the San Andres. 

STEVEN T. BRENNER, CCR 
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Q. Okay, so you've got some 9 3 percent of the gas 

a l l o c a t e d t o the San Andres? 

A. Yes, s i r . 

EXAMINER CATANACH: I have nothing f u r t h e r . This 

witness may be excused. 

Case 12,215 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:28 a.m.) 

Anything f u r t h e r i n t h i s case, Mr. K e l l a h i n ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

* * * 
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