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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 APACHE CORPORATION FOR 
APPROVAL OF A NONSTANDARD GAS PRORATION 
AND SPACING UNIT, UNORTHODOX GAS WELL 
LOCATIONS, SIMULTANEOUS DEDICATION, 
DOWNHOLE COMMINGLING AND ASSIGNMENT OF 
A SPECIAL GAS ALLOWABLE, LEA COUNTY, 
NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

June 27th, 2002 
co 

Santa Fe, New Mexico r° 
CO 

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, June 27th, 2002, a t the New 

Mexico Energy, Minerals and Nat u r a l Resources Department, 

1220 South Saint Francis Drive, Room 102, 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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A P P E A R A N C E S 

FOR THE DIVISION: 

DAVID K. BROOKS 
Attorne y a t Law 
Energy, Minerals and Natural Resources Department 
A s s i s t a n t General Counsel 
122 0 South St. Francis Drive 
Santa Fe, New Mexico 87505 

FOR THE APPLICANT: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
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By: W. THOMAS KELLAHIN 
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110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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Engineer 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:19 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l Case 

12,868, the A p p l i c a t i o n of Apache Corporation f o r approval 

of a nonstandard gas p r o r a t i o n and spacing u n i t , unorthodox 

gas w e l l l o c a t i o n s , simultaneous d e d i c a t i o n , downhole 

commingling and assignment of a s p e c i a l gas al l o w a b l e , 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 Ap p l i c a n t , and I have one witness t o be 

sworn. 

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

W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

Hart, L.L.P. We represent. John H. Hendrix Corporation. I 

have no witness. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

A l l r i g h t , t here being none, w i l l t he witness 

please stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

MR. KELLAHIN: Mr. Catanach, we have one witness 

t o present t h i s morning. Mr. Barnes i s a petroleum 

engineer. Here's what we're seeking t o accomplish. 

I n the southwest quarter of Section 11, t h a t 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

5 

q u a r t e r s e c t i o n i s subdivided i n t o f o u r 40-acre t r a c t s . 

The a d j o i n i n g f o u r t r a c t s t o the Apache 40 — t h e i r 40-acre 

t r a c t i s the southwest — southeast of the southwest. 

The balance of the 4 0 are c o n t r o l l e d by Mr. 

Hendrix. Mr. Hendrix has gas w e l l s on each of those t h r e e 

t r a c t s . They are c u r r e n t l y producing from t h e B l i n e b r y 

f o r m a t i o n . 

On the Apache t r a c t they have an e x i s t i n g w e l l . 

That e x i s t i n g w e l l i s the Number 5, and i t i s downhole 

commingled w i t h the Tubb and the B l i n e b r y . 

What Apache i s seeking t o do i s t o d r i l l an 

i n f i l l gas w e l l , which i s the Number 6 w e l l . And i n doing 

so, we're seeking your approval t o use what would be a 

s p e c i a l gas allowable f o r those two w e l l s t h a t would not 

exceed the allowable on a 40-acre-spaced u n i t , and t h a t 

w i l l put us on a comparable basis w i t h the Hendrix 

producing w e l l s . 

So t o accomplish t h a t , you need t o be aware t h a t 

these w e l l s may s t a r t o f f as o i l w e l l s , and the g a s - o i l 

r a t i o changes, they become, gas w e l l s . They tend t o f l i p 

back and f o r t h . So i n the. event they are gas w e l l s , i t may 

be easy enough j u s t t o c l a s s i f y t h i s as a gas 4 0-acre 

spacing u n i t . Standard u n i t s would be 160 acres. We need 

a nonstandard p r o r a t i o n u n i t . But i f t h e y ' r e c l a s s i f i e d as 

gas w e l l s , our allowable would be the same under e i t h e r 
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c l a s s i f i c a t i o n . And what we have chosen i s the most 

conservative casinghead gas allowable under the 

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

And when Apache and I f i l e d t h i s A p p l i c a t i o n , we 

used a g a s - o i l r a t i o i n the Tubb of 6000 t o 1. Mr. Carr 

brought t o my a t t e n t i o n t h a t we had used the wrong one, i t 

should be 4000 t o 1. And so i f you re-do the c a l c u l a t i o n , 

the one a d v e r t i s e d i s too high. So the c e i l i n g f o r our 

a l l o w a b l e f o r gas would be 428,000 a day, and we i n t e n d t o 

abide by t h a t . I b e l i e v e t h a t ' s c o n s i s t e n t w i t h what Mr. 

Hendrix would l i k e us t o do. 

I n a d d i t i o n , we w i l l a l l o c a t e the p r o d u c t i o n 

between the Tubb and the B l i n e b r y i n the same fa s h i o n t h a t 

you've already approved the a l l o c a t i o n of p r o d u c t i o n from 

the o r i g i n a l w e l l , the Number 5 w e l l . We're simply adding 

a second w e l l . 

The ownership between the B l i n e b r y and t h e Tubb 

i s the same, so the only consequence of the a l l o c a t i o n i s 

j u s t t o d i v i d e the production between the two pools i n 

accordance w i t h D i v i s i o n Rules. I t doesn't a f f e c t 

d i s t r i b u t i o n t o owners. 

We have not ye t f i l e d the commingling request, 

but we w i l l do t h a t subsequently. 

So w i t h t h a t i n t r o d u c t i o n , Mr. Catanach, I 

b e l i e v e I've explained t o you why we have a l l these 
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d i f f e r e n t pieces involved i n the A p p l i c a t i o n . I t does show 

our request f o r an unorthodox gas w e l l l o c a t i o n . That's 

again under the presumption t h a t the new w e l l may, i n f a c t , 

e i t h e r i n i t i a l l y be a gas w e l l or t u r n from an o i l w e l l t o 

a gas w e l l , and i f so, i t ' s unorthodox as a gas w e l l . 

KEEVIN BARNES, 

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. Barnes, f o r the record, s i r , would you please 

s t a t e your name and occupation? 

A. Keevin Barnes, petroleum engineer f o r Apache 

Corporation. 

Q. On p r i o r occasions, Mr. Barnes, have you 

t e s t i f i e d before the Di v i s i o n ? 

A. I have. 

Q. Pursuant t o your employment w i t h Apache, have you 

made a study of the engineering f a c t s concerning your 

a d d i t i o n a l w e l l t h a t ' s the. t o p i c of t h i s A p p l i c a t i o n ? 

A. Yes, I have. 

MR. KELLAHIN: We tender Mr. Barnes as an expert 

witness. 

EXAMINER CATANACH: Any obj e c t i o n ? 

MR. CARR: No o b j e c t i o n . 
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EXAMINER CATANACH: Mr. Barnes i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Barnes, l e t ' s t u r n t o 

E x h i b i t Number 1. Would you i d e n t i f y f o r us what we're 

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

A. This e x h i b i t j u s t k i n d of o r i e n t a t e s us t o where 

we're a t . We're on 22 South, 37 East, l o o k i n g a t Section 

11. I f we focus i n on the southwest q u a r t e r of the 160 

acres, you can see h i g h l i g h t e d the 40-acre t r a c t t h a t 

Apache operates w i t h the Commingled Thomas Long Number 5. 

Q. The Number 5 w e l l i s i n t h a t t r a c t , and i t ' s got 

i t s name associated w i t h the w e l l symbol? 

A. Yes. Yes, i t does. 

Q. You have also shown w e l l symbols f o r other w e l l s 

i n t he s e c t i o n . Does t h i s represent the l o c a t i o n of a l l 

e x i s t i n g wells? 

A. Yes, i t does. A l l these other e x i s t i n g w e l l s are 

completed i n d i f f e r e n t zones, be i t the San Andres or the 

Abo, and so on. 

Q. Let's look i n the southwest q u a r t e r of 11, and 

i d e n t i f y f o r me the three w e l l s t h a t Hendrix operates t h a t 

are c u r r e n t l y c l a s s i f i e d i n the Bl i n e b r y Pool. 

A. They operate the Thomas Long A Number 1. 

Q. Go slow enough so we can f i n d i t . 

A. Okay. 

Q. That's the Number 1. 

STEVEN T. BRENNER, CCR 
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A. And t h a t would be j u s t t o the n o r t h of our 40-

acre l o c a t i o n . 

Q. Okay, the next one? 

A. — i s the Thomas Long A Number 2, which i s t o the 

west of t h a t . 

Q. Okay. 

A. And the Thomas Long A Number 3 t o the south of 

the 2. 

Q. Okay. Mr. Hendrix' w e l l s are c u r r e n t l y producing 

from what formation? 

A. From the B l i n e b r y only. 

Q. Are they c u r r e n t l y c l a s s i f i e d as o i l w e l l s or gas 

wells? 

A. C u r r e n t l y I be l i e v e they are c l a s s i f i e d as o i l 

w e l l s . 

Q. Okay. I s there some question about how these 

w e l l s get c l a s s i f i e d and r e c l a s s i f i e d , based upon g a s - o i l 

r a t i o ? 

A. I t i s . When the. g a s - o i l r a t i o goes over 50,000 

t o 1, they become r e c l a s s i f i e d as gas w e l l s . 

Q. What's the c u r r e n t s t a t u s of your Number 5 wel l ? 

A. The c u r r e n t s t a t u s i s c l a s s i f i e d as an o i l w e l l . 

Q. Let's t u r n t o the second p a r t of E x h i b i t 1. What 

are you showing us here? 

A. This shows the l o c a t i o n of our proposed w e l l , 

STEVEN T. BRENNER, CCR 
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Thomas Long Number 6, i n r e l a t i o n s h i p t o our c u r r e n t 

l o c a t i o n , the Number 5. We are proposing i t t o be 2091 

f e e t from the west l i n e and 900 f e e t from the south l i n e , 

which would make i t about 370 f e e t from our c u r r e n t 

l o c a t i o n . 

Q. The intended formations t o be produced out of 

t h a t w e l l b o r e are what, s i r ? 

A. Would be the B l i n e b r y and Tubb formations. 

Q. Do you have a wellbore schematic t h a t we can look 

a t t o show us the c o n f i g u r a t i o n of the e x i s t i n g Number 5 

we l l ? 

A. I do, i t ' s our E x h i b i t Number 2. 

Q. Let's look a t t h a t and have you e x p l a i n t o us how 

the w e l l i s c u r r e n t l y configured and how i t ' s being 

produced. 

A. This i s the wellbore schematic of the Thomas Long 

Number 5. You can see i n the pink we've got the B l i n e b r y 

p e r f s , and i n the yellow h i g h l i g h t e d t h e r e are the Tubb 

p e r f s . I t ' s downhole commingled c u r r e n t l y . Up a t about 

3600 f e e t you can see a h i s t o r y of some casing leak, and a t 

the bottom of the hole there's some junk i n the hole where, 

when a recompletion was attempted t o add some lower 

B l i n e b r y , the packer was pushed down and i s now covering 

p a r t of the bottom p e r f s , the Tubb. 

Q. The w e l l i s c u r r e n t l y being produced? 

STEVEN T. BRENNER, CCR 
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A. Yes, i t i s . 

Q. And i t ' s c u r r e n t l y being produced w i t h approval 

t o commingle B l i n e b r y and Tubb production? 

A. Yes, i t i s . 

Q. What's the c u r r e n t r a t e on t h a t w e l l ? 

A. I t ' s c u r r e n t l y making one b a r r e l of o i l a day, 

one b a r r e l of water and about 164 MCF a day. 

Q. I s t h a t s t i l l economic t o produce a t t h a t r ate? 

A. I t i s . 

Q. Have you made an engineering estimate of what you 

t h i n k i s the remaining recoverable reserves f o r t h i s w e l l ? 

A. We have. 

Q. Let's t u r n t o a d i s p l a y t h a t w i l l show t h a t . I s 

t h a t E x h i b i t Number 3? 

A. Yes, i t i s . 

Q. Before you look a t the conclusions, t e l l us what 

we're seeing. 

A. This i s a rate-cum p l o t of j u s t the Tubb 

fo r m a t i o n . I t shows the pre-workover d e c l i n e and post-

workover d e c l i n e . The c u r r e n t completion should capture 

remaining reserves, about 234 m i l l i o n cubic f e e t , l e a v i n g 

uncaptured reserves of about 930 m i l l i o n cubic f e e t and an 

estimated EUR of about 6.7 BCF. 

Q. So you have 900,000 MCF l e f t t o recover out of 

the Tubb? 

STEVEN T. BRENNER, CCR 
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A. Yes, s i r . 

Q. I s i t p o s s i b l e t o do f u r t h e r work on the e x i s t i n g 

w e l l b o r e i n order t o exercise the o p p o r t u n i t y t o produce 

the uncaptured reserves? 

A. We t h i n k the c o n d i t i o n of the wel l b o r e t h a t i t ' s 

c u r r e n t l y i n , w i t h i t s h i s t o r y of casing leaks, the junk i n 

the hole, t h a t i t would not be po s s i b l e . The bottom p e r f s 

on the B l i n e b r y are f a i r l y close t o the top p e r f s of the 

Tubb, and we t h i n k t h a t your f r a c might propagate i n t o one 

another. 

Q. What's your plan, then, f o r the spacing u n i t ? 

What would you l i k e t o do? 

A. We would l i k e t o d r i l l the Thomas Long Number 6, 

370 f e e t t o the east of the Thomas Long Number 5, as a 

downhole commingled B l i n e b r y and Tubb completion, as i s the 

Thomas Long Number 5. 

Q. How would you handle the allowable f o r the 40-

acre spacing u n i t ? 

A. We would not l i k e t o exceed what i s c u r r e n t l y 

a l l o w a b l e f o r 40 acres, which I b e l i e v e i s the 428 MCF a 

day. 

Q. And t h a t would be shared between the two wells? 

A. Yes, i t would. 

Q. Let's t u r n t o a discussion of the Tubb. Do you 

have a map of the Tubb w e l l s t h a t shows the p r o d u c t i o n from 

STEVEN T. BRENNER, CCR 
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those wells? 

A. I do. 

Q. Let's look at t h a t . I t ' s E x h i b i t Number 4. 

A. This i s j u s t a production map of Tubb completions 

i n Section 11 and immediate o f f s e t s . You can see our 

Thomas Long Number 5 h i g h l i g h t e d i n yellow. 

Q. What i n f o r m a t i o n i s shown i n a s s o c i a t i o n w i t h 

each w e l l name? 

A. The numbers a t the bottom represent — the f i r s t 

number i s the cumulative gas production t o date. The 

second number i s the c u r r e n t gas r a t e , MCF per day. 

Q. I f you do the c a l c u l a t i o n f o r allowables on the 

var i o u s spacing u n i t s , have you made a c a l c u l a t i o n as t o 

what the allowable would be i f i t was j u s t t he Tubb? 

A. I f i t was j u s t the Tubb, I b e l i e v e t h e allowable 

would be 86 MCF per day. 

Q. And i f you use the B l i n e b r y , you've also made 

t h a t c a l c u l a t i o n ? 

A. Correct, i t makes i t 2 64 MCF a day, would be the 

all o w a b l e . 

Q. So what are the c u r r e n t r a t e s of the Hendrix 

w e l l s t h a t are producing out of the Blinebry? 

A. They are — Oh, out of the Blinebry? 

Q. Yeah, do you have a map t h a t w i l l show t h a t ? 

A. Yes, we do. 
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Q. Let's t u r n t o t h a t , E x h i b i t Number 5. What are 

we l o o k i n g a t here? 

A. This i s the same type of pr o d u c t i o n map, w i t h 

j u s t the B l i n e b r y w e l l s i n Section 11 and immediate 

o f f s e t s . You can see the Thomas Long Number 5, Apache's 

operated w e l l , c u r r e n t l y cum'd 8.1 BCF and i s c u r r e n t l y 

producing a t 96 MCF per day. 

And the Hendrix w e l l s o f f s e t t o ours, the Thomas 

Long A Number 1, 2 and 3, are c u r r e n t l y producing, from the 

Number 1, 2 59 MCF a day; 105 MCF a day f o r Number 2; and 

3 3 6 MCF a day f o r the Number 3. 

Q. W i l l you gain any u n f a i r advantage over Hendrix 

by the approval of t h i s A p p l i c a t i o n ? 

A. No, we would not, we would be s t a y i n g w i t h i n the 

allo w a b l e f o r a 4 0-acre l o c a t i o n . 

Q. Let's look a t the d i f f e r e n t t h i n g s t h a t you're 

asking the D i v i s i o n t o approve f o r you. A standard spacing 

u n i t would c o n s i s t of how many acres? 

A. I b e l i e v e 160. 

Q. Yeah. And so t o make the allowable c a l c u l a t i o n 

and make i t apportioned t o a 40-acre spacing u n i t , what d i d 

you do? 

A. You d i v i d e by the f o u r t o get i t t o a 40-acre 

standard l o c a t i o n . 

Q. And you're seeking approval t o simultaneously 
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dedicate the two w e l l s t o the 40? 

A. Yes. 

Q. And i n the event the — The s t a t u s of the Number 

5 w e l l i s what? I s i t an o i l w e l l or a gas w e l l ? 

A. I t ' s c u r r e n t l y c l a s s i f i e d as an o i l w e l l . 

Q. Okay. I f the new w e l l comes i n a t a g a s - o i l 

r a t i o higher than 50,000 t o 1, i t would be a gas w e l l ? 

A. Yes, i t would. 

Q. And i f i t i s a gas w e l l , i t s l o c a t i o n would be 

c l o s e r than 660 f e e t t o the side boundary? 

A. Yes, i t would. 

Q. So you would need t h a t t o be approved? 

A. Yes, s i r . 

Q. Do you also propose t o downhole p r o d u c t i o n i n the 

wellbore? 

A. Yes, we do. 

Q. And how are you going t o do t h a t ? 

A. By completing the B l i n e b r y and the Tubb i n the 

same — 

Q. What r e g u l a t o r y approvals would you seek? 

A. We would need t o submit a downhole commingling. 

Q. I s the e x i s t i n g wellbore i n the spacing u n i t 

commingled? 

A. Yes, i t i s . 

Q. And the a l l o c a t i o n used f o r t h a t w e l l would be 
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the same a l l o c a t i o n f o r the new well? 

A. The a l l o c a t i o n i s 59 percent f o r the B l i n e b r y and 

41 percent f o r the Tubb. 

Q. Okay. I d e n t i f y f o r us what i s your l a s t e x h i b i t . 

I t ' s E x h i b i t Number 6. 

A. This i s j u s t a c e r t i f i c a t e of m a i l i n g , 

compliance. 

Q. Did you n o t i f y a l l the i n t e r e s t owners i n the 

southwest q u a r t e r of Section 11 of your A p p l i c a t i o n ? 

A. Yes, we d i d . 

Q. Mr. Hendrix was the only company t h a t entered an 

appearance i n t h i s case? 

A. He i s . 

Q. You've had discussions w i t h the Hendrix personnel 

on how t o make the c a l c u l a t i o n and how you propose t o go 

forward w i t h your p r o j e c t ? 

A. Yes, we have, we've made ev e r y t h i n g c l e a r t o each 

other. 

Q. Have you resolved any d i f f e r e n c e s you've had w i t h 

Mr. Hendrix over how the c a l c u l a t i o n was t o be done? 

A. Yes, we have. 

MR. KELLAHIN: We move the i n t r o d u c t i o n of 

E x h i b i t s 1 through 6. 

EXAMINER CATANACH: Any obj e c t i o n ? 

MR. CARR: No o b j e c t i o n . 
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EXAMINER CATANACH: E x h i b i t s 1 through 6 w i l l be 

admitted as evidence. 

Mr. Carr? 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Barnes, i f we look a t your E x h i b i t Number 5, 

i f I understood your testimony, you were comparing the 

c u r r e n t producing r a t e s from the Apache w e l l w i t h t he t h r e e 

o f f s e t t i n g Hendrix w e l l s ; i s t h a t c o r r e c t ? 

A. Yes, s i r . 

Q. And you weren't suggesting t h a t t he Hendrix w e l l s 

were e n j o y i n g any s o r t of an u n f a i r advantage on the 

Apache — 

A. No, s i r . 

Q. And t h i s i s a comparison of j u s t producing w e l l s , 

c u r r e n t rates? 

A. Yes. 

Q. You haven't made, a comparison of cumulative 

p r o d u c t i o n — 

A. Well, t h a t i s the f i r s t number t h e r e , i s t h e cum, 

which would be about the 4 00 m i l l i o n cubic f e e t per each 

l o c a t i o n . 

Q. And your w e l l has produced what t o date i n terms 

of cum production? 

A. 8.1 BCF. 
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MR. CARR: Okay, thank you. That's a l l . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, Mr. Barnes, the Number 5 w e l l i s c u r r e n t l y 

downhole commingled i n the B l i n e b r y and Tubb? 

A. Yes, s i r . 

Q. And t h a t i s c u r r e n t l y c l a s s i f i e d as an o i l w e l l 

i n both pools? 

A. Yes. 

Q. Okay. And as I understand i t , t h a t w e l l i s 

making 163 MCF per day? 

A. Yes, s i r . 

Q. And one b a r r e l of o i l ? 

A. Yes. 

Q. Okay. And t h a t ' s been downhole commingled f o r 

several years now; i s t h a t c o r r e c t ? 

A. Yes, I be l i e v e i t was approved i n 1996. Yes, i n 

September of 1996. 

Q. And i s t h a t production from t h a t w e l l s t i l l 

a l l o c a t e d i n accordance w i t h the terms of t h a t DHC order? 

A. Yes, i t i s . 

Q. Where you have 59 percent of the gas a l l o c a t e d t o 

the B l i n e b r y and 41 percent a l l o c a t e d t o the Tubb? 

A. Correct. 

Q. Okay. Now, a t t h i s p o i n t , you don't know i f the 
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Number 6 w e l l i s going t o be an o i l w e l l or a gas w e l l ; i s 

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

A. Correct. T y p i c a l l y , t h e y ' l l probably come on as 

an o i l w e l l and f a i r l y soon afterwards s w i t c h over t o a gas 

w e l l when the GOR increases t o above 50,000. 

Q. How come t h a t d i d n ' t happen i n the Number 5 wel l ? 

A. I t was completed back i n 1954, was the i n i t i a l 

completion. I t wasn't commingled u n t i l 1996. 

Q. Was t h a t a gas w e l l a t some p o i n t , do you know? 

A. I'm not sure I know the answer t o t h a t . 

EXAMINER CATANACH: Okay. I'm not c e r t a i n , but 

some of the r u l e s regarding some of these p r o r a t e d pools 

don't p r o h i b i t simultaneous d e d i c a t i o n of o i l w e l l s and gas 

w e l l s t o the same acreage. I don't know i f we've checked 

t h a t , Mr. Kell a h i n ? 

MR. KELLAHIN: I checked, and I can't f i n d any 

p r e c l u s i o n of t h a t . I j u s t d i d n ' t want t o have Mr. Barnes 

have t o r e - f i l e something once these o i l w e l l s went t o gas 

w e l l s or f l i p p e d back and f o r t h , and we j u s t c a l l i t 

whatever you want t o c a l l i t and set a cap on i t s gas 

pro d u c t i o n and l e t i t be what i t wants t o be. 

Q. (By Examiner Catanach) Okay, e x p l a i n t o me how 

you c a l c u l a t e d what the allowable should be f o r t h i s 40-

acre t r a c t i n the B l i n e b r y . 

A. Yeah, under — I t ' s c l a s s i f i e d as an o i l , which 
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i s what we were seeking. There's a depth a l l o w a b l e as the 

most shallow zone f o r the B l i n e b r y , and the a l l o w a b l e f o r 

t h a t i s 107 b a r r e l s of o i l per day. 

Q. 107? 

A. Yes. 

Q. Okay. 

A. With a l i m i t i n g GOR of 4000 t o 1, and m u l t i p l y i n g 

you get your 428 MCF per day as an allowable f o r 40 acres. 

Q. Now, t h a t i s a f o r a 4 0-acre B l i n e b r y — 

A. Yes. 

Q. — o i l well? 

A. Yes, i t i s . 

Q. Okay, so t h a t gives you the casinghead gas 

allo w a b l e f o r the Blinebry? 

A. Right. 

Q. So you have approximately 3 32 MCF per day 

a v a i l a b l e t o the Number 6 w e l l f o r pr o d u c t i o n from the 

B l i n e b r y ; i s t h a t about r i g h t ? 

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

Q. So what you want t o do i s j u s t take the 428 and 

j u s t d i v i d e i t between the two w e l l s , and as long as the 

two w e l l s don't exceed 428 i n the B l i n e b r y — I s t h a t 

r i g h t ? 

A. As long as the two w e l l s — the casinghead does 

not exceed 428, c o r r e c t . 
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Q. Okay. How about the Tubb? What d i d we do i n the 

Tubb? 

A. My understanding was, we were j u s t depth-

r e s t r i c t e d t o the B l i n e b r y . I t was the 428, s u b t r a c t i n g 

the c u r r e n t r a t e s out of the B l i n e b r y and the Tubb, excuse 

me, so t h a t would give us the 2 64. I t would be the 332, 

minus the c u r r e n t r a t e i n the Tubb, which i s 67. 

Q. I'm s o r r y , you l o s t me. 

A. Okay, the allowable f o r a B l i n e b r y o i l pool on a 

40-acre would be the 428. 

Q. Right. 

A. We would s u b t r a c t out the t o t a l casinghead from 

the Thomas Long Number 5, which would i n c l u d e B l i n e b r y and 

Tubb gas — 

Q. Okay. 

A. — and a t c u r r e n t r a t e t h a t would leave us 

remaining 2 64 MCF a day t o produce out of the Number 6. 

Q. So as long as the two w e l l s d i d n ' t exceed the 428 

between the two w e l l s and between the f o u r zones, t h a t ' s 

what you want t o stay under? 

A. Correct. 

Q. Okay. Now, as f a r as the remaining reserves, I 

guess you e x p l a i n why i t ' s necessary t o d r i l l t he Number 6 

w e l l i s because you f e e l l i k e the Number 5 has some 

reserves t h a t cannot be produced — or there's some 
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reserves underneath t h a t spacing u n i t t h a t can't be 

produced by the Number 5? 

A. Correct. A f t e r the workover, the r a t e was never 

brought back t o i t s — I t was making about 3 00 MCF a day. 

S h e l l attempted t o add some lower B l i n e b r y p e r f s , k i l l e d 

the w e l l and e f f e c t i v e l y k i l l e d the Tubb s e c t i o n , never got 

i t back. When Apache acquired i t , we put i n some plunger 

l i f t and were able t o b r i n g back some of the r a t e t o about 

the c u r r e n t 97 MCF per day. So we're expecting t h a t t o 

recover 234 m i l l i o n cubic f e e t remaining f o r the c u r r e n t 

l o c a t i o n . 

But as you see from the o r i g i n a l completion, 

there's 930 MCF — m i l l i o n cubic f e e t , t h a t i s uncapturable 

w i t h t he c u r r e n t Thomas Long Number 5. 

Q. Okay. And how much of t h a t do you assume w i l l be 

recovered by the Number 6? 

A. Well, the remaining reserves, t o t a l , are 1.16 BC. 

The c u r r e n t completion, Thomas Long Number 5, w i l l recover 

234 m i l l i o n cubic f e e t of t h a t , l e a v i n g the Thomas Long 

Number 6 930 m i l l i o n cubic f e e t . 

Q. And what about the Blinebry? Why i s i t necessary 

t o commingle the 6 i n the Blinebry? I s t h e r e going t o be 

a d d i t i o n a l recovery from t h a t zone? 

A. From the Blinebry? No. 

Q. So the b e n e f i t of j u s t commingling i s what, i n 
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that well? 

A. Well, we hope t o capture some reserves from the 

B l i n e b r y , but... 

Q. But you don't have any f i g u r e s on t h a t ? 

A. No, I do not. We were j u s t p r e s e n t i n g t h i s as a 

Tubb completion, but we hope t o commingle i n the B l i n e b r y . 

Q. Well, the Number 6 w e l l , would t h a t be a standard 

o i l w e l l l o c a t i o n i n these pools, do you know? 

A. I b e l i e v e i t would, yes. 

Q. So a t t h i s p o i n t you want t o j u s t go ahead and 

c l a s s i f y t h a t 40-acres — 

MR. KELLAHIN: I guess so. I don't know how else 

t o do i t . Our i n f o r m a t i o n i s t h a t the Hendrix w e l l s are 

c u r r e n t l y c l a s s i f i e d as gas w e l l s , but t h e i r g a s - o i l r a t i o s 

are dropping, so then they become o i l w e l l s as w e l l . 

So i t ' s u n c e r t a i n . Maybe the e a s i e s t t h i n g 

a d m i n i s t r a t i v e l y i s t o c l a s s i f y i t as a gas spacing u n i t 

and s e t a cap on the production. 

We d i d the c a l c u l a t i o n l o t s of ways t o see the 

e f f e c t of d i f f e r e n t t h i n g s , and i f you use the p r o r a t e d gas 

p o r t i o n f o r the B l i n e b r y you can get a higher a l l o w a b l e by 

a l l o c a t i n g the gas. But we simply chose the most 

conservative number out of the upper zones, and t h a t ' s what 

we've agreed t o do w i t h Mr. Hendrix. 

So I don't care what you c a l l the c r i t t e r , i t 
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j u s t — I guess y o u ' l l decide. I j u s t d i d n ' t want t o have 

t o come back l a t e r and do more paperwork on a w e l l t h a t 

s t a r t s as an o i l w e l l and becomes a gas w e l l . 

Q. (By Examiner Catanach) Does i t make a d i f f e r e n c e 

where the w e l l i s p e r f ' d as t o what i t ' s c l a s s i f i e d as, 

or. . . 

A. No, i t doesn't. 

Q. Now, on E x h i b i t Number 2, i s t h i s t he c u r r e n t 

c o n f i g u r a t i o n of the Number 5 well? 

A. Yes, i t i s . 

Q. So the r e i s s t i l l a packer i n the hole? 

A. Yes, the r e i s . 

Q. And i s the Tubb being produced up the t u b i n g ; i s 

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

A. Yes. 

Q. I s the r e communication between those zones? 

A. Not t h a t I'm aware o f . I'm s o r r y , t h e r e i s , I 

apologize. 

Q. There i s , which would make i t — That's why i t 

was downhole commingled? 

A. Right. The B l i n e b r y p e r f s were p e r f ' d through 

the t u b i n g . 

Q. Oh, I see. 

A. That's how. 

Q. And you say the production never came back on the 
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Tubb a f t e r the workover. When was t h a t workover done? Was 

i t — 

A. I n 1995. 

Q. I n 1995. 

A. S h e l l performed t h a t workover, and t h e r e was no 

pro d u c t i o n from the w e l l f o r probably about two years. We 

acquired i t , put i n a plunger l i f t and got some of the r a t e 

back, but not i t s f u l l p o t e n t i a l . 

Q. Okay. So the downhole commingling permit was 

issued a f t e r the workover and took i n t o account — 

A. At the time, yes. 

Q. — took i n t o account the r e d u c t i o n — 

A. Yes. 

Q. — of production? Okay. 

The l o c a t i o n t h a t you guys chose f o r the Number 

6, d i d t h a t take i n t o account — How was t h a t decided, l e t 

me ask you, where t o d r i l l the Number 6? 

A. I'm not sure. We chose 370 f e e t from the east, 

t o the east, and made i t a standard l o c a t i o n a t 2 091 from 

the east l i n e and 9 00 f e e t from the south l i n e . 

I t ' s a p r e t t y h i g h l y condensed area, and i t ' s 

about the only l o c a t i o n we could get t o d r i l l t he w e l l . 

EXAMINER CATANACH: Mr. K e l l a h i n , do you have 

another witness t h a t may be able t o elaborate on t h i s ? 

MR. KELLAHIN: Yes, s i r , Mr. Mark McClelland 
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knows t h i s area very w e l l , and he may know the surface 

l i m i t a t i o n s f o r the a d d i t i o n a l w e l l . I f he might be sworn, 

I ' l l ask him a couple of questions. 

EXAMINER CATANACH: Okay. 

(Thereupon, Mr. McClelland was sworn.) 

MARK MCCLELLAND, 

the witness h e r e i n , a f t e r having been f i r s t d uly 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. McClelland, on p r i o r occasions have you 

t e s t i f i e d before the Div i s i o n ? 

A. Yes, I have. 

Q. And what's your c u r r e n t employment w i t h Apache? 

A. C u r r e n t l y I'm a r e s e r v o i r engineer f o r Apache. I 

work the Permian Basin f o r them. 

Q. On p r i o r occasions have you t e s t i f i e d before the 

D i v i s i o n ? 

A. Yes, I have. 

Q. Where do you r e s i d e , s i r ? 

A. I r e s i d e i n Houston. 

Q. I s Mr. Barnes one of the engineers t h a t you 

supervise? 

A. Yes, he i s . 

Q. Have you made a study of Section 11 so t h a t you 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

27 

could answer Mr. Catanach's question about why the Number 6 

w e l l was placed where i t i s i n the 40-acre spacing u n i t ? 

A. Yes, I have. 

Q. Please respond. 

A. B a s i c a l l y , we're i n an area t h a t has q u i t e a few 

wellbores. I t also has a major highway c u t t i n g through 

t h i s lease. The l o c a t i o n , b a s i c a l l y , i s the only one we 

could get down on t h i s lease t h a t ' s d r i l l a b l e and a t the 

same time the w e l l would be c l a s s i f i e d as an o i l , would be 

a standard o i l - w e l l c l a s s i f i c a t i o n . We t r i e d t o mai n t a i n 

the 330 from the lease l i n e . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Okay, so r e a l l y t h e r e wasn't any geologic f a c t o r s 

i n v o l v e d i n p i c k i n g the l o c a t i o n ? 

A. No, t h a t i s c o r r e c t , the zones are continuous out 

here. 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have of t h i s witness. 

Did you — 

MR. JONES: I have a quick question. 

EXAMINATION 

BY MR. JONES: 

Q. Mr. McClelland, on the pressure-cum graph, t h a t 

EUR i s j u s t f o r the Tubb; i s t h a t c o r r e c t ? 
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A. That i s c o r r e c t , t h a t ' s only f o r the Tubb. 

Q. Okay. Where d i d you get those pressure p o i n t s 

at? 

A. Well, New Mexico re q u i r e s annual s h u t - i n 

pressures on gas w e l l s , and those are commercial data. 

That's where — Those are s h u t - i n pressures. 

Two of those pressures are a c t u a l l y bottomhole-

measured pressures, the two pressures t h a t look h i g h on the 

p l o t are a c t u a l l y downhole. bottomhole-measured pressures. 

I j u s t commingled — I combined a l l the data t o g e t h e r . But 

yeah, great data. 

Q. Okay. Did you put a value on t h a t data then? 

A. Sure, a b s o l u t e l y . 

MR. JONES: Okay, t h a t ' s a l l . 

EXAMINER CATANACH: The D i v i s i o n i s c o n s i d e r i n g 

e l i m i n a t i n g t h a t pressure-test data, so you may want t o — 

I f you t h i n k i t ' s valuable, you may want t o comment t o 

upper management i n the D i v i s i o n . 

THE WITNESS: Okay. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l we have of 

t h i s witness. 

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

MR. KELLAHIN: That concludes our p r e s e n t a t i o n . 

EXAMINER CATANACH: Mr. Carr? 

MR. CARR: Nothing. 
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EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r i n t h i s case, Case. 12,868 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

8:53 a.m.) 

* * * 

hear* " ' i f e 0 r l n 9 .©" 
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