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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 CHUZA OPERATING 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. C a t a n a c h , H e a r i n g Examiner 

March 4, 1993 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on March 4, 1993, a t 8:46 

a.m. a t t h e O i l C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, 

S t a t e Land O f f i c e B u i l d i n g , 310 O l d Santa Fe T r a i l , 

Santa Fe, New M e x i c o , b e f o r e Freda D o n i c a , RPR, 

C e r t i f i e d C o u r t R e p o r t e r No. 45, f o r t h e S t a t e o f New 

M e x i c o . 

CASE NO. 1 0 6 7 1 

E e n a w \1 ; 

21993 

CONSERVATION DIVIS10 

CUMBRE COURT REPORTING 
(5 05) 984-2244 
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I N D E X 

March 4, 1993 
Examiner H e a r i n g 
CASE NO. 10671 

PAGE 
APPEARANCES 3 

REPORTER'S CERTIFICATE 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
Santa Fe, New Mexico 87501 

FOR THE APPLICANT: CAMPBELL, CARR, 
BERGE & SHERIDAN 
110 N. Guadalupe S t r e e t 
Santa Fe, New Mexico 
BY: WILLIAM F. CARR, ESQUIRE 

CUMBRE COURT REPORTING 
(505) QR4-??44 
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EXAMINER CATANACH: At t h i s t i m e l e t me 

c a l l 1 0671. 

MR. STOVALL: A p p l i c a t i o n o f Chuza 

O p e r a t i n g f o r a p o o l c r e a t i o n and s p e c i a l p o o l r u l e s . 

Lea C o u n t y , New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Examiner, my 

name i s W i l l i a m F. Ca r r o f t h e Santa Fe law f i r m , 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t Chuza 

O p e r a t i n g . T h i s case was h e a r d on F e b r u a r y t h e 1 8 t h . 

P r i o r t o t h a t t i m e t h e r e was c o n f u s i o n as t o w h e t h e r 

o r n o t t h e c o m p l e t i o n i n t e r v a l i n t h e s u b j e c t w e l l was 

c o n f i n e d t o t h e B l i n e b r y . T h a t f o r m a t i o n e x t e n d s 

a b o u t a h u n d r e d f e e t above t h e B l i n e b r y m a r k e r . And 

a f t e r c o n s u l t a t i o n w i t h Mr. Kautz i n t h e Hobbs o f f i c e , 

i t was c o n c l u d e d t h a t t h e i n t e r v a l was c o m p l e t e d i n 

t h e B l i n e b r y , b u t we h a d n ' t g i v e n n o t i c e t h a t t h e new 

p o o l m i g h t a l s o i n c l u d e a p o r t i o n o f t h e Paddock. For 

t h a t r e a s o n , t h e r e c o r d was l e f t open u n t i l t h i s d a t e 

so t h a t a l l q u e s t i o n a b o u t t h e a d v e r t i s i n g o f t h e case 

c o u l d r u n i t s gamut, t h e 20-day p e r i o d o f t i m e c o u l d 

r u n . 

So a t t h i s t i m e we w o u l d r e q u e s t t h a t , i f 

t h e r e ' s no f u r t h e r t e s t i m o n y o r c o n c e r n f r o m any o t h e r 

CUMBRE COURT REPORTING 
(505 ) 984-2244 
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p a r t y , t h a t t h e case be t a k e n under a d v i s e m e n t and an 

o r d e r e n t e r e d on t h e F e b r u a r y 1 8 t h r e c o r d . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

a d d i t i o n a l t h a t we need t o t e l l t h e Examiner f r o m t h a t 

case? 

MR. CARR: Not t h a t I'm aware o f . 

EXAMINER CATANACH: Are t h e r e any 

a d d i t i o n a l a p p e a r a n c e s i n t h i s case a t t h i s t i m e ? 

There b e i n g none, Case 10671 w i l l be t a k e n under 

adv i sement. 

(The f o r e g o i n g h e a r i n g was a d j o u r n e d a t t h e 

a p p r o x i m a t e hour o f 8:50 a.m.) 

1 do her,-.> :;.-v that the foregoing is 
a con pie. a tfccrd of the proceedings In 

Examiner bearina^jf Case N o . / ^ ^ , 
eard^by me on /'TJsud<- ^ 19 </5 . 

11 

Oil Conservation Division 

CUMBRE COURT REPORTING 
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STATE OF NEW MEXICO ) 

COUNTY OF SANTA FE ) 

I , FREDA DONICA, RPR, a C e r t i f i e d C o u r t 

R e p o r t e r , DO HEREBY CERTIFY t h a t I s t e n o g r a p h i c a 11y 

r e p o r t e d t h e s e p r o c e e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e , c o m p l e t e 

and a c c u r a t e t r a n s c r i p t o f t h e p r o c e e d i n g s o f s a i d 

h e a r i n g as ap p e a r s f r o m my s t e n o g r a p h i c n o t e s so t a k e n 

and t r a n s c r i b e d under my p e r s o n a l s u p e r v i s i o n . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor 

employed by any o f t h e p a r t i e s h e r e t o , and have no 

i n t e r e s t i n t h e outcome h e r e o f . 

DATED a t Santa Fe, New M e x i c o , t h i s 2 6 t h 

day o f March, 1993. 

Freda Donica 
C e r t i f i e d C o u r t R e p o r t e r 
CCR No. 45 

CUMBRE COURT REPORTING 
(505) 984-2244 
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NEW MEXICO OIL CONSERVATION DIVISION 

STATE LAND OFFICE BUILDING 

STATE OF NEW MEXICO 

CASE NO. 10671 

IN THE MATTER OF: 

The A p p l i c a t i o n o f Chuza O p e r a t i n g 
f o r P o o l C r e a t i o n and S p e c i a l 
P o o l R u l e s and a Discovery-
A l l o w a b l e , Lea County, New Me x i c o . 

BEFORE: 

MICHAEL E. STOGNER 

H e a r i n g Examiner 

S t a t e Land O f f i c e B u i l d i n g 

F e b r u a r y 18, 1993 

REPORTED BY: 

CARLA DIANE RODRIGUEZ 
C e r t i f i e d C o u r t R e p o r t e r 
f o r t h e S t a t e o f New Mexico 

I 6 E 11 E P! 

OIL CONSERVATION OIVISION 

ORIGINAL 
RODRIGUEZ REPORTING 

(505) 988-1772 
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A P P E A R A N C E S 

FOR THE NEW MEXICO OIL CONSERVATION DIVISION 

ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
S t a t e Land O f f i c e B u i l d i n g 
S anta Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Post O f f i c e Box 2208 
Santa Fe, New Mexico 87504-2208 
BY: WILLIAM F. CARR. ESQ. 

FOR KELTON OPERATING CORPORATION: 

MR. C. DALE KELTON 
P r e s i d e n t , K e l t o n O p e r a t i n g C o r p o r a t i o n 
Post O f f i c e Box 276 
Andrews, Texas 79714-0276 

RODRIGUEZ REPORTING 
(505) 988-1772 
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I N D E X 

Appearances 

WITNESSES FOR THE APPLICANT: 

1. RICHARD L. STAMETS 
E x a m i n a t i o n by Mr. 
E x a m i n a t i o n by Mr. 
E x a m i n a t i o n by Mr. 

2. THOMAS J. WALLER 
E x a m i n a t i o n by Mr. 
E x a m i n a t i o n by Mr. 

Page Number 

2 

Car r 
S t o g n e r 
S t o v a l 1 

C a r r 
S t o g n e r 

4 
17 , 19 
18 , 19 

2 1 
26 

C e r t i f i c a t e o f R e p o r t e r 

E X H I B I T S 

34 

Paae M a r k e d 
E x h i b i t No . 1 6 
E x h i b i t No . 2 7 
E x h i b i t No . 3 8 
E x h i b i t No . 4 10 
E x h i b i t No . 5 1 2 
E x h i b i t No . 6 1 3 
E x h i b i t No . 7 14 
E x h i b i t No . 8 2 2 
E x h i b i t No . 9 24 

RODRIGUEZ REPORTING 
(505) 988-1772 
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EXAMINER STOGNER: L e t ' s c a l l t h e n e x t 

case, No. 10671. 

MR. STOVALL: A p p l i c a t i o n o f Chuza 

O p e r a t i n g f o r p o o l c r e a t i o n and s p e c i a l p o o l 

r u l e s . Lea County, New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Exami n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law 

f i r m C a m p b e l l , C a r r , Berge & S h e r i d a n . I 

r e p r e s e n t Chuza O p e r a t i n g , and I have two 

w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be 

sworn a t t h i s t i m e . 

[And t h e w i t n e s s e s were d u l y s w o r n . ] 

RICHARD L. STAMETS 

H a v i n g been f i r s t d u l y sworn 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 : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. I'm R i c h a r d L. St a m e t s . 

RODRIGUEZ REPORTING 
(505) 988-1772 
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Q. Where do you r e s i d e ? 

A. Santa Fe, New M e x i c o , 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm an i n d e p e n d e n t c o n s u l t a n t . I n t h i s 

case I ' v e been employed by Chuza O p e r a t i n g . 

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 

t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y , 

were y o u r c r e d e n t i a l s as a p e t r o l e u m g e o l o g i s t 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s case on b e h a l f o f Chuza O p e r a t i n g ? 

A. Yes. 

Q . Have you made a g e o l o g i c a l s t u d y o f t h e 

ar e a w h i c h i s i n v o l v e d i n t h i s case? 

A. I have. 

MR. CARR: Are Mr. S t a m e t s ' c r e d e n t i a l s 

a c c e p t a b l e ? 

EXAMINER STOGNER: Have t h e y e v e r been 

q u e s t i o n e d , Mr. S t a m e t s , b e f o r e ? 

MR. CARR: Not on t h e r e c o r d . 

THE WITNESS: E x c e l l e n t answer, Mr. 

RODRIGUEZ REPORTING 
(505) 988-1772 
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Ca r r . 

EXAMINER STOGNER: Mr. Stamets i s so 

q u a l i f i e d . 

MR. STOVALL: L e t t h e r e c o r d show t h e r e 

was a l o n g pause. 

Q. Mr. S t a m e t s , w o u l d you b r i e f l y s t a t e 

what Chuza O p e r a t i n g seeks w i t h t h i s a p p l i c a t i o n ? 

A. Chuza O p e r a t i n g i s s e e k i n g t h e c r e a t i o n 

o f a new B l i n e b r y o i l p o o l and a 6 0 0 0 - t o - l 

g a s / o i l r a t i o l i m i t a t i o n , and asks t h a t t h e 

e f f e c t i v e d a t e o f t h e GOR be r e t r o a c t i v e t o t h e 

d a t e o f c o m p l e t i o n o f Chuza 1s w e l l . 

We've g o t a c o u p l e o f o t h e r t h i n g s we 

want t o m e n t i o n , b u t we can do t h o s e a t t h e end. 

Q. Mr. S t a m e t s , have you p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. R e f e r t o what has been marked as Chuza 

E x h i b i t No. 1, i d e n t i f y t h i s and r e v i e w i t f o r 

Mr. S t o g n e r ? 

A. Chuza E x h i b i t No. 1 i s an a r e a 

o w n e r s h i p map. On h e r e I have marked t h e 

B l i n e b r y p o o l s i n t h e a r e a w i t h what was an 

orang e c o l o r and s o r t o f t u r n e d o u t brown when i t 

r a n t h r o u g h t h e c o l o r c o p y i n g machine. 

RODRIGUEZ REPORTING 
(505) 988-1772 
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Chuza's a c r e a g e i n S e c t i o n 12 i s marked 

i n y e l l o w , and t h e n Paddock p o o l s i n t h e a r e a a r e 

marked i n b l u e . The r e a s o n t h e Paddock i s on 

he r e i s because, when I was l o o k i n g a t t h e l o g s 

i n t h i s a r e a i n i t i a l l y , I t h o u g h t t h a t we had 

Paddock p e r f o r a t i o n s , b u t t h a t i s n o t t h e case, 

and w e ' l l g e t t o t h a t i n a l i t t l e b i t . 

A l s o , n o t shown on h e r e , my 

u n d e r s t a n d i n g t h a t K e l t o n O p e r a t i n g , t h e o t h e r 

owner i n t h e p r o p o s e d p o o l , i s t h e o p e r a t o r o f 

160 a c r e s i n S e c t i o n 1 1 , b e i n g t h e 

e a s t - h a l f - n o r t h e a s t , and t h e n o r t h h a l f o f t h e 

s o u t h e a s t . 

Q. The y e l l o w shaded a c r e a g e s i m p l y shows 

Chuza a c r e a g e i n t h e area? 

A. T h a t ' s c o r r e c t . 

Q. And i t ' s n o t d e s i g n e d t o show or 

i d e n t i f y t h e p r o p o s e d p o o l b o u n d a r i e s ? 

A . No . 

Q. L e t ' s go now t o what has been marked as 

E x h i b i t No. 2, and I w o u l d ask you t o r e v i e w 

t h a t . 

A. Okay. Chuza E x h i b i t No. 2 i s a more 

d e t a i l e d map o f t h e i m m e d i a t e a r e a . I t shows t h e 

p r o p o s e d p o o l b o u n d a r y i n o r a n g e , i t shows t h e 

RODRIGUEZ REPORTING 
(505) 988-1772 
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K e l t o n O p e r a t i n g L i n e b e r r y No. 1 w e l l i n S e c t i o n 

1 1 , w h i c h was t h e d i s c o v e r y w e l l f o r t h e p o o l , 

and i t a l s o i d e n t i f i e s t h e Chuza Gambi w e l l i n 

S e c t i o n 12. 

Q. Are t h e r e any o t h e r o t h e r 

B 1 i n e b r y - p r o d u c i n g w e l l s w i t h i n a m i l e o f t h e 

p o o l b o u n d a r y ? 

A . No . 

Q. What r u l e s c u r r e n t l y g o v e r n d e v e l o p m e n t 

i n t h i s p r o p o s e d p o o l ? 

A. S t a t e w i d e r u l e s . 

Q. When was t h e Gambi w e l l a c t u a l l y 

d r i l l e d and what i s i t s s t a t u s ? 

A. The Gambi w e l l was o r i g i n a l l y d r i l l e d 

o r c o m p l e t e d i n 1984 as a C 1 i n e - D r i n k a r d - A b o 

w e l l . I t was t h e n r e c o m p l e t e d on December 14 o f 

1992, p e r f o r a t e d i n t h e B l i n e b r y f r o m 5489 t o 

5705, and t h e w e l l i s p r o d u c i n g . 

Q. And i t ' s been p r o d u c i n g s i n c e when? 

A. S i n c e December o f 92. 

Q. L e t ' s go now t o E x h i b i t No. 3. Would 

you i d e n t i f y t h i s ? 

A. Yes. E x h i b i t No. 3 i s a s t r u c t u r e map 

on t h e t o p o f t h e B l i n e b r y marker t h a t I p r e p a r e d 

u s i n g t h e base map t h a t we j u s t l o o k e d a t . I 

RODRIGUEZ REPORTING 
(505) 988-1772 
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went t h r o u g h t h e D i v i s i o n r e c o r d s h e r e i n Santa 

Fe and p u l l e d t h e l o g s on a l l t h e w e l l s i n t h i s 

n i n e - t o w n s h i p a r e a t h a t were a v a i l a b l e . 

A l s o , I was f u r n i s h e d w i t h some l o g s by 

Chuza. And, on t h e b a s i s o f t h a t , t h e n , I 

d e t e r m i n e d t h e B l i n e b r y t o p or B l i n e b r y marker 

t o p . Those a r e r e c o r d e d on a l l t h e w e l l s where 

l o g s were a v a i l a b l e . And t h e n a s t r u c t u r e map 

was c o n s t r u c t e d f r o m t h a t . 

Q. What s o r t o f a t r a p p i n g mechanism do we 

have here? 

A. What we're l o o k i n g a t i s an a r e a on t h e 

c e n t r a l b a s i n p l a t f o r m . We see some 

e a s t w a r d - t o - s o u t h e a s t w a r d d i p , and t h e n t h e r e i s 

a w e s t - e a s t n o s i n g a c r o s s t h e upper t h i r d o f t h e 

map . 

Q. Do we have, wha t , a s t r u c t u r a l t r a p or 

i s i t s t r a t i g r a p h i c i n n a t u r e ? 

A. I t ' s a c o m b i n a t i o n o f s t r a t i g r a p h y . 

T here i s a h i g h a r e a i n t h e n o r t h e a s t o f S e c t i o n 

1 1 , n o r t h e a s t o f 12, so you do have some 

s t r u c t u r e t h e r e , b u t I b e l i e v e i t ' s 

s t r a t i g r a p h i c , e q u a l l y . 

Q. And t h i s map a l s o shows w e l l s i n t h e 

area? 
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A. Yes, and i t does show t h e c u r r e n t 

s t a t u s o f t h e w e l l s . The o t h e r maps m i g h t show 

some o f t h e s e w e l l s t o be p r o d u c e r s when, i n 

f a c t , t h e y ' r e o l d p r o d u c e r s w h i c h have been 

p l u g g e d and abandoned. I have shown a l l t h e 

p l u g g e d and abandoned w e l l s on h e r e , and t h e 

w e l l s w h i c h a r e c u r r e n t l y i n d i c a t e d t o be 

p r o d u c e r s . 

One o t h e r t h i n g t h a t s h o u l d be n o t e d , 

l o o k i n g a t t h e map, i s t h a t t h e p r o p o s e d p o o l i s 

c u r r e n t l y s u r r o u n d e d by d r y h o l e s . 

Q. A l l r i g h t , Mr. S t a m e t s , l e t ' s go t o 

E x h i b i t No. 4. Would you i d e n t i f y and r e v i e w 

t h i s f o r Mr. S t o g n e r ? 

A. E x h i b i t No. 4 i s a s i m p l e t w o - l o g 

c r o s s - s e c t i o n s h o w i n g t h e d i s c o v e r y w e l l , t h e 

L i n e b e r r y w e l l on t h e l e f t and t h e Gambi w e l l on 

t h e r i g h t . The B l i n e b r y marker i s shown on each 

o f t h e w e l l s , and I ' v e shown t h e p e r f o r a t e d 

i n t e r v a l f o r each o f t h e w e l l s . 

We're l o o k i n g a t - - l i k e I say, I 

examined t h e l o g s o f a l l t h e w e l l s i n t h a t 

n i n e - s e c t i o n a r e a . What we're l o o k i n g a t h e r e i s 

a t y p i c a l B l i n e b r y s e c t i o n , i n n e r b e d d e d d o l o m i t e s 

and s h a l e s . 
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Q. I f we l o o k a t t h i s c r o s s - s e c t i o n , can 

you j u s t e x p l a i n where t h e t o p o f t h e B l i n e b r y i 

i n r e l a t i o n s h i p t o t h e B l i n e b r y m arker? 

A. Yes. There was some c o n f u s i o n on t h i s 

i n i t i a l l y . I n v i s i t i n g w i t h P a u l K a u t z i n Hobbs 

o f f i c e , he i n d i c a t e d t h a t t h i s i s an a r e a where 

t h e a c t u a l t o p o f t h e B l i n e b r y i s a p p r o x i m a t e l y 

100 f e e t above t h e B l i n e b r y m a r k e r , and t h e 

B l i n e b r y marker i s a good marker i n t h e a r e a . 

That was used by o t h e r g e o l o g i s t s w o r k i n g i n 

h e r e , and t h i s l e d t o t h e c o n f u s i o n a b o u t where 

t h e t o p o f t h e B l i n e b r y a c t u a l l y was and w h e t h e r 

or n o t t h o s e K e l t o n p e r f o r a t i o n s were i n t h e 

Paddock or i n t h e B l i n e b r y . 

B u t , w i t h t h e t o p a c t u a l l y b e i n g a 

h u n d r e d f e e t above t h e m a r k e r , a l l p e r f o r a t e d 

i n t e r v a l s a r e w i t h i n t h e B l i n e b r y zone. 

MR. CARR: Mr. S t o g n e r , because o f t h i 

c o n f u s i o n as t o t h e t o p o f t h e B l i n e b r y , an 

amended a p p l i c a t i o n was f i l e d i n t h i s case. The 

amendment s i m p l y r e q u e s t e d t h e c r e a t i o n o f a 

B l i n e b r y - P a d d o c k p o o l , and was d e s i g n e d t o 

i n c l u d e t h e a r e a p e r f o r a t e d i n t h e K e l t o n w e l l s . 

That i s u n n e c e s s a r y as a r e s u l t o f t h e 

c o n v e r s a t i o n s w i t h Mr. K a u t z , so a l l we're 
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s e e k i n g now i s t h e c r e a t i o n o f a new B l i n e b r y 

p o o l , and any r e f e r e n c e t o t h e Paddock, w h i c h was 

o n l y i n our amended a p p l i c a t i o n , we w o u l d r e q u e s t 

be d i s m i s s e d . 

EXAMINER STOGNER: That was 

r e a d v e r t i s e d , was i t n o t , f o r t h e March 4 t h 

hear i n g ? 

MR. CARR: R i g h t . T h a t ' s c o r r e c t . The 

r e a s o n f o r i t was t h a t c o n f u s i o n , and we w o u l d be 

i n a p p r o p r i a t e t o i n c l u d e t h e Paddock, so t h a t 

p o r t i o n s h o u l d be d i s m i s s e d a t t h a t t i m e . 

EXAMINER STOGNER: Thank y o u , Mr. C a r r . 

Q. Mr. S t a m e t s , how w o u l d you j u s t 

g e n e r a l l y d e s c r i b e t h e B l i n e b r y i n t h i s a r ea? 

A. L i k e I s a i d , i t ' s j u s t a t y p i c a l 

d o l o m i t e s h a l e sequence. I t ' s v i r t u a l l y 

i n d i s t i n g u i s h a b l e f r o m t h o s e w e l l s i n t h e 

B l i n e b r y o i l and gas p o o l t o t h e n o r t h and o t h e r 

B l i n e b r y p o o l s i n t h e a r e a . 

Q . L e t ' s go now t o E x h i b i t No. 5, and 

i d e n t i f y and r e v i e w t h a t . 

A. E x h i b i t No. 5 i s an a n a l y s i s I made o f 

B l i n e b r y g a s / o i l r a t i o s , and t h i s was made f r o m 

two s o u r c e s . F i r s t I l o o k e d a t t h e J a n u a r y 

t h r o u g h June 1993 o i l p r o r a t i o n s c h e d u l e f o r 
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D i s t r i c t 1, and I l i s t e d a l l o f t h e B l i n e b r y 

p o o l s t h a t were shown i n t h a t p r o r a t i o n s c h e d u l e , 

a l o n g w i t h t h e i r o i l a l l o w a b l e g a s / o i l r a t i o 

l i m i t s . 

Then I went t o t h e 1991 S t a t i s t i c a l 

R e p o r t and a g a i n l o o k e d a t t h e B l i n e b r y p o o l s , 

how many w e l l s were shown t o be i n t h o s e p o o l s , 

and what t h e p o o l g a s / o i l r a t i o was. 

What t h i s shows i s t h a t 78 p e r c e n t o f 

t h e w e l l s i n D i s t r i c t 1, 78 p e r c e n t o f t h e 

B l i n e b r y w e l l s i n D i s t r i c t 1, have g a s / o i l r a t i o 

l i m i t s i n t h e i r p o o l r u l e s o f between 4,000 and 

10,000. I t a l s o shows t h a t most B l i n e b r y w e l l s 

p r o d u c e a t v e r y s u b s t a n t i a l g a s / o i l r a t i o s . 

You compare t h a t w i t h t h e Lea County 

t o t a l shown i n t h e n e x t t o t h e l a s t l i n e o f o n l y 

2,942, you can see t h a t by and l a r g e B l i n e b r y 

w e l l s do p r o d u c e a t much h i g h e r GORs t h a n t h e 

av e r a g e we 1 1 . 

Q. Mr. S t a m e t s , i s Chuza E x h i b i t No. 6 an 

a f f i d a v i t w i t h a t t a c h e d l e t t e r s c o n f i r m i n g t h a t 

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

K e l t o n O p e r a t i n g C o r p o r a t i o n i n a c c o r d a n c e w i t h 

OCD r u l e s and r e g u l a t i o n s ? 

A . Yes. 
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Q. C o u l d you i d e n t i f y what has been marked 

as Chuza E x h i b i t No. 7? 

A. Yes. That i s a l e t t e r t h a t has been 

r e c e i v e d f r o m Mr. K e l t o n , and t h i s l e t t e r 

s u p p o r t s o ur a p p l i c a t i o n . And a c t u a l l y i t goes 

f u r t h e r and asks t h a t t h e s p e c i a l p o o l r u l e s w i t h 

6 0 0 0 - t o - l be made r e t r o a c t i v e t o t h e o r i g i n a l 

d i s c o v e r y o f t h e p o o l , w h i c h was t h e O c t o b e r 14, 

1992 d a t e . 

Q. Would Chuza s u p p o r t t h a t r e q u e s t o f an 

O c t o b e r 1 4 t h e f f e c t i v e d a t e ? 

A. Yes. We r e c o g n i z e t h a t Mr. K e l t o n ' s 

w e l l a l s o p r o d u c e s w i t h a h i g h g a s / o i l r a t i o . 

Q. Are you p r e p a r e d t o recommend a name 

f o r t h i s new p o o l ? 

A. I asked t h e d i s t r i c t o f f i c e i f t h e y had 

a s u g g e s t i o n , and Mr. Ka u t z s a i d he t h o u g h t t h a t 

C 1 i n e - B l i n e b r y , a l t h o u g h d i f f i c u l t t o say, 

p r o b a b l y was a good name. 

Q. D i d you say d e c l i n e ? 

A. J u s t C l i n e . We c e r t a i n l y hope i t ' s n o t 

dec 1 i n e . 

MR. CARR: The o p p o r t u n i t y t o s u p p o r t 

t h i s w i t h p o e t r y i s a l m o s t l i m i t l e s s . 

Q. I n y o u r o p i n i o n , Mr. S t a m e t s , i f t h e 
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a p p l i c a t i o n i s g r a n t e d , how l o n g s h o u l d t h e 

t e m p o r a r y r u l e s r e m a i n i n e f f e c t ? 

A. N o r m a l l y , I know t h a t t h e r u l e s a r e 

made t e m p o r a r y f o r one y e a r and t h e n t h e r e 1 s a 

h e a r i n g , b u t g i v e n t h e n a t u r e o f t h e B l i n e b r y and 

t h e l a r g e number o f p o o l s we a l r e a d y have, i t 

d o e s n ' t seem t o me t h a t t h a t ' s n e c e s s a r y i n t h i s 

case . 

I f t h e D i v i s i o n d i d want t o t a k e 

a n o t h e r l o o k a t t h i s , I w o u l d s u g g e s t maybe t h a t 

t h e y j u s t p r o v i d e f o r some s o r t o f a d m i n i s t r a t i v e 

r e v i e w e i t h e r a t t h e d i s t r i c t o f f i c e o r h e r e i n 

Santa Fe a f t e r a y e a r , and t h a t w o u l d a v o i d t h e 

n e c e s s i t y o f a h e a r i n g and t h e c o s t s a s s o c i a t e d 

w i t h t h a t . 

Q. Mr. S t a m e t s , what i s t h e c u r r e n t 

o v e r / u n d e r p r o d u c e d s t a t u s o f t h e Gambi No. 1? 

A. I d o n ' t have f i n a l numbers, b u t i n 

l o o k i n g a t t h e p r o d u c t i o n r a t e , t h e y a r e 

p r o d u c i n g more gas t h a n w o u l d be a l l o w e d even a t 

t h e 6 0 0 0 - t o - l r a t e . So, t h e y ' r e g o i n g t o w i n d 

up, when t h i s o r d e r comes o u t , w i t h some 

o v e r p r o d u c t i o n . 

I n o r d e r t o a v o i d s h u t t i n g t h e w e l l i n 

t o make t h a t o v e r p r o d u c t i o n up, Chuza w o u l d l i k e 
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t o have up t o s i x months a f t e r t h e o r d e r comes 

o u t i n w h i c h t o make up any ov e r a g e on t h e 

c a s i n g h e a d gas t h a t ' s p r o d u c e d . 

Q. Based on y o u r g e o l o g i c a l s t u d y o f t h i s 

a r e a , what g e n e r a l c o n c l u s i o n s can you r e a c h 

a b o u t t h e p r o p o s e d new p o o l ? 

A. What we have i s a t y p i c a l B l i n e b r y 

r e s e r v o i r , t h a t t h e 6 0 0 0 - t o - l g a s / o i l r a t i o , a t 

l e a s t , i s j u s t i f i e d , and I w o u l d n o t e x p e c t t h e r e 

t o be any n e g a t i v e consequences f r o m t h a t a c t i o n . 

Q. From a g e o l o g i c a l p o i n t o f v i e w , does 

t h i s appear t o be a s e p a r a t e common s o u r c e o f 

s u p p l y ? 

A . I t does. 

Q. Were E x h i b i t s 1 t h r o u g h 7 e i t h e r 

p r e p a r e d by you o r c o m p i l e d a t y o u r d i r e c t i o n ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d move t h e a d m i s s i o n o f Chuza O p e r a t i n g 

E x h i b i t s 1 t h r o u g h 7. 

EXAMINER STOGNER: E x h i b i t s 1 t h r o u g h 7 

w i l l be a d m i t t e d i n t o e v i d e n c e a t t h i s t i m e . 

MR. CARR: I have n o t h i n g f u r t h e r o f 

Mr. Stamets on d i r e c t . 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. St a m e t s , i n l o o k i n g a t E x h i b i t No. 

4, l e t me make s u r e I u n d e r s t a n d what t h a t marker 

i s . P o i n t i t o u t t o me. 

A. Okay. I f you come down on t h e Gambi 

w e l l , i t ' s j u s t above 5500 f e e t . I t ' s a b o u t 

5485. That i s a marker t h a t i s p r e t t y u n i f o r m 

a c r o s s t h i s e n t i r e a r e a and e a s i l y t r a c e a b l e w e l l 

t o w e l l , and a p p a r e n t l y i s w i d e l y used as a 

B l i n e b r y m a r k e r . 

I f o u n d l o t s o f o t h e r w e l l s as I went 

t h r o u g h t h e e x h i b i t s w i t h a B l i n e b r y mark a t t h a t 

l o c a t i o n . 

Q. And t h a t m a r k e r , as I u n d e r s t a n d i t , i s 

n o t t h e B l i n e b r y zone o r B l i n e b r y f o r m a t i o n o r 

t h e P a d d o c k - B l i n e b r y c h a i n ? 

A. R i g h t . That i s a p o i n t w h i c h i s 

a p p r o x i m a t e l y 100 f e e t b e l o w t h e t o p o f t h e 

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

Q. So you have, e s s e n t i a l l y , marked t h e 

B l i n e b r y m a r k e r , n o t t h e t o p o f t h e B l i n e b r y ? 

A. T h a t ' s c o r r e c t . 

EXAMINER STOGNER: Okay. I was 

c o n f u s e d . I d o n ' t t h i n k I have any o t h e r 
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q u e s t i o n s r i g h t now. I may, p e r h a p s , a f t e r we 

hear f r o m t h e o t h e r w i t n e s s . 

[ D i s c u s s i o n o f f t h e r e c o r d . ] 

MR. STOVALL: Mr. S t a m e t s , b e f o r e you 

go, I do have a q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. You have s u g g e s t e d w i t h r e s p e c t t o t h e 

6 0 0 0 - t o - l GOR t h a t t h e r e be some s o r t o f 

a d m i n i s t r a t i v e r e v i e w o r s o m e t h i n g ; b u t , i n f a c t , 

i s n o t t h e t r e n d i n t h e B l i n e b r y p o o l s t o t r y t o 

go i n and r a i s e t h e GORs? 

A. Yes. I d o n ' t t h i n k i t ' s n e c e s s a r y a t 

a l l , b u t i f t h e Examiner or t h e D i v i s i o n f e l t 

l i k e some s o r t o f r e v i e w a f t e r a y e a r was 

n e c e s s a r y , I w o u l d s u g g e s t an a d m i n i s t r a t i v e 

r e v i e w , w h i c h w o u l d be l e s s e x p e n s i v e t h a n a 

hear i n g . 

Q. Based upon what you know a b o u t t h e 

o t h e r c a s e s , my r e c o l l e c t i o n i s t h a t most o f t h e 

B l i n e b r y cases we've had have been f o r i n c r e a s e s 

o f GORs and t h e y have been i n t h e 6- t o 10,000 

r a n g e . Your t a b l e h e r e i n E x h i b i t 5 shows 4- t o 

10,000? 

A. 4- t o 10,000, r i g h t . 
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Q. So, i f I u n d e r s t a n d you c o r r e c t l y i n 

y o u r l a s t s t a t e m e n t , you t h i n k t h i s c o u l d be made 

permanent w i t h o u t r e v i e w , and you c o u l d a l w a y s 

r e o p e n a case i f i n f o r m a t i o n i s n e c e s s a r y , i s 

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

A. A b s o l u t e l y . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. W e l l , a l o n g t h o s e same l i n e s , i n 

l o o k i n g a t E x h i b i t No. 5, p e r h a p s t h e r e a s o n some 

o f t h e w e l l s t h a t have an a c t u a l GOR t h a t ' s 

r a t h e r h i g h , p e r h a p s t h e y h a v e n ' t come i n and 

r e q u e s t e d a h i g h e r GOR because t h e y ' r e p r e t t y 

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

A. Yeah, t h a t ' s v e r y p o s s i b l e t h a t t h e y 

may n o t have t h e i r p r o d u c t i o n r e s t r i c t e d even 

t h o u g h t h e GORs a r e h i g h . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. One l a s t q u e s t i o n , j u s t a p r o c e d u r a l 

one. E x h i b i t 7, t h e l e t t e r f r o m Mr. K e l t o n , he 

s t a t e s t h a t he r e q u e s t s t o be n o t i c e d as a p a r t y 

o f r e c o r d and, i n f a c t , he's n o t i c e d as a p a r t y 

o f i n t e r e s t b u t he i s n o t a p a r t y o f r e c o r d . 

Then i t goes on t o s t a t e t h a t t h e y 
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i n t e n d t o a t t e n d t h e h e a r i n g . Do you know i f Mr. 

K e l t o n or any r e p r e s e n t a t i v e o f K e l t o n i s he r e ? 

MR. CARR: Mr. K e l t o n i s p r e s e n t . 

MR. KELTON: I'm h e r e . 

MR. STOVALL: Mr. K e l t o n i s p r e s e n t . 

Does K e l t o n w i s h t o be a p a r t y o f r e c o r d i n t h i s 

case? 

MR. KELTON: A p a r t y o f r e c o r d , b u t I 

d o n ' t need t o t e s t i f y o r a n y t h i n g . 

MR. STOVALL: W e l l , i n o r d e r t o be a 

p a r t y o f r e c o r d , Mr. K e l t o n , you a c t u a l l y have t o 

e n t e r an a p p e a r a n c e . And I t h i n k a t t h i s t i m e , 

s i n c e you do n o t i n t e n d t o p r e s e n t t e s t i m o n y o r 

do a n y t h i n g , i f c o u n s e l w o u l d c o n c u r , we w o u l d 

a l l o w you t o e n t e r y o u r a p p e a r a n c e . 

I assume you a r e t h e p r e s i d e n t o f 

K e l t o n ? 

MR. KELTON: R i g h t . 

MR. STOVALL: J u s t t o g e t you on t h e 

r e c o r d so you a r e an o f f i c i a l p a r t y o f r e c o r d , 

you can p a r t i c i p a t e i n f u t u r e p r o c e e d i n g s s h o u l d 

t h e r e be any. 

I f you c a r e t o do so a t t h i s t i m e , j u s t 

s t a t e y o u r name and t h e f a c t t h a t y o u ' r e 

a p p e a r i n g f o r K e l t o n . 
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MR. KELTON: Okay. My name i s Dale 

K e l t o n , and I'm t h e p r e s i d e n t o f K e l t o n O p e r a t i n g 

C o r p o r a t i o n . 

MR. STOVALL: So n o t e t h e i r a p pearance 

i n t h e p r o c e e d i n g . 

EXAMINER STOGNER: So n o t e d . Any o t h e r 

q u e s t i o n s o f Mr. Stamets a t t h i s t i m e ? 

I f n o t , you may be excus e d . 

Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Mr. Wal1e r . 

THOMAS J . WALLER, P.E. 

H a v i n g been f i r s t d u l y sworn 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 : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. Thomas J. W a l l e r . 

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

A. I r e s i d e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm an i n d e p e n d e n t p e t r o l e u m e n g i n e e r 

and a c t i n g on b e h a l f o f Chuza. 

RODRIGUEZ REPORTING 
(505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

15 

1 6 

17 

1 8 

19 

20 

2 1 

22 

23 

24 

25 

2 2 

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 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At t h e t i m e o f t h a t p r i o r t e s t i m o n y 

were y o u r c r e d e n t i a l s as a p e t r o l e u m e n g i n e e r 

a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y were. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s case on b e h a l f o f Chuza? 

A. I am. 

Q. I n f a c t , have you made a g e o l o g i c a l 

s t u d y o f t h e a r e a and, i n p a r t i c u l a r , t h e Chuza 

w e l l i n t h e p r o p o s e d new p o o l ? 

A. Yes. I ' v e l o o k e d p a r t i c u l a r l y a t t h e 

e n g i n e e r i n g a s p e c t s , t h o u g h . 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d r e q u e s t t h a t Mr. W a l l e r ' s c r e d e n t i a l s be 

a c c e p t e d . 

EXAMINER STOGNER: Mr. W a l l e r i s so 

q u a l i f i e d . 

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

p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

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

as Chuza E x h i b i t No. 8, i d e n t i f y t h i s , and t h e n 
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r e v i e w t h e i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. 

S t o g n e r ? 

A. Okay. T h i s i s a g r a p h s h o w i n g t h e 

r e l a t i o n s h i p o f g a s / o i l r a t i o i n y e l l o w , t o o i l 

p r o d u c i n g r a t e w h i c h i s i n g r e e n , on a d a i l y 

b a s i s o v e r a two-month p e r i o d , December 1992 and 

J a n u a r y 1993. 

The t h i n g t h a t I'm a t t e m p t i n g t o p o i n t 

o u t h e r e o v e r t h i s p e r i o d o f t i m e , t h e g r a p h 

shows t h a t by c u r t a i l i n g o i l r a t e we do n o t , 

c o r r e s p o n d i n g l y , r e d u c e t h e g a s / o i l r a t i o ; w h i c h , 

I m i g h t add, i s t y p i c a l o f B l i n e b r y p r o d u c t i o n . 

The g r a p h shows t h a t a c t u a l l y by 

i n c r e a s i n g t h e o i l r a t e , as was done f r o m 

December 1 9 t h t o t h e 2 7 t h , and a g a i n J a n u a r y 9 t h 

t o t h e 2 3 r d , we, i n f a c t , p r o d u c e d a t a l o w e r GOR 

t h a n when c u r t a i l i n g t h e w e l l a t 20 b a r r e l s a day 

or l e s s . 

Q. B a s i c a l l y , what t h i s shows i s , when you 

p r o d u c e a t a h i g h e r r a t e , i n f a c t t h e w e l l 

a p p e a r s t o p e r f o r m i n a b e t t e r f a s h i o n ? 

A. Yes. We w i l l , i n f a c t , p r o d u c e more 

o i l by p u l l i n g t h e w e l l down s l i g h t l y more. 

Q. And a c t u a l l y , as you choke t h e w e l l 

b ack, you have a r e v e r s e e f f e c t i n t e r m s o f t h e 
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g a s / o i l r a t i o ? 

A. That i s c o r r e c t . You can g e t i n a 

s i t u a t i o n where y o u ' r e p r o d u c i n g s t r i c t l y gas and 

no o i l . 

Q. L e t ' s go now t o E x h i b i t No. 9. Would 

you i d e n t i f y and r e v i e w t h a t f o r t h e Examiner? 

A. Yes. E x h i b i t 9 i s a c o m p a r i s o n o f t h e 

p a y o u t economics s h o w i n g t h e t i m e r e q u i r e d t o 

r e c o u p t h e d r i l l i n g and c o m p l e t i o n c o s t s o f 

$290,000 under t h e s c e n a r i o o f , one, c u r r e n t 

f i e l d r u l e s o f 2 0 0 0 - t o - l , and t h a t o f a r e l a x e d 

g a s / o i l r a t i o g r a n t i n g o f 6 0 0 0 - t o - l . 

As you can see, we're l o o k i n g a t 

33-month p a y o u t as opposed t o 10-month p a y o u t . I 

m i g h t p o i n t o u t t h a t t h e s e a r e u n r i s k e d 

e c o n o m i c s , and i n a s i t u a t i o n where, f o r example, 

we d r i l l a w e l l h a l f as good as t h e Gambi--which 

t h e Gambi i s c o n s i d e r e d t o be a v e r y good 

w e l l — t h e n our t h e economic p a y o u t w o u l d be 66 

months as opposed t o 20 months. 

Q. I n e f f e c t , w i l l a p p r o v a l o f t h i s 

a p p l i c a t i o n p r o v i d e i n c e n t i v e f o r a d d i t i o n a l 

d e v e l o p m e n t i n t h e r e s e r v o i r ? 

A. Yes, i t d e f i n i t e l y w i l l . 

Q. Does Chuza, i n f a c t , have p l a n s t o go 
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f o r w a r d w i t h a d d i t i o n a l d e v e l o p m e n t i f , i n f a c t , 

t h e a p p l i c a t i o n i s g r a n t e d ? 

A. They do. They p l a n on a r e c o m p l e t i o n , 

and t h e y ' r e c u r r e n t l y a c t i v e i n a t t e m p t i n g 

f a r m o u t s i n t h e a r e a i n o r d e r t o d r i l l . 

Q. I n y o u r o p i n i o n , w o u l d a p p r o v a l o f t h i s 

a p p l i c a t i o n r e s u l t i n any r e s e r v o i r damage? 

A . No, n o t a t a l 1 . 

Q. Do you see any e v i d e n c e o f t h e 

f o r m a t i o n o f a gas cap i n t h i s r e s e r v o i r ? 

A . None. 

Q. I f , i n f a c t , t h i s a p p l i c a t i o n i s 

g r a n t e d , what w i l l t h e e f f e c t be on t h e u l t i m a t e 

r e c o v e r y o f o i l f r o m t h i s r e s e r v o i r ? 

A. I t h i n k you w i l l be l o o k i n g a t a h i g h e r 

o i l r e c o v e r y and an e q u a l gas r e c o v e r y . I t h i n k 

t h e u l t i m a t e gas r e c o v e r y i s g o i n g t o be t h e same 

r e g a r d l e s s o f what s c e n a r i o we have. The h i g h e r 

t h e g a s / o i l r a t i o , I can see f r o m t h e d a t a we've 

g a t h e r e d t h a t we w i l l p r o d u c e more o i l . 

Q. So, i f t h e a p p l i c a t i o n i s g r a n t e d , 

t h e r e w i l l be r e c o v e r y o f h y d r o c a r b o n s o t h e r w i s e 

n o t r e c o v e r e d ? 

A. T h a t ' s c o r r e c t . 

Q. And t h a t w i l l p r e v e n t waste? 
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A. C o r r e c t . 

Q. I n y o u r o p i n i o n , w i l l a p p r o v a l o f t h e 

a p p l i c a t i o n , o t h e r w i s e , be i n t h e b e s t i n t e r e s t 

o f c o n s e r v a t i o n and t h e p r o t e c t i o n o f c o r r e l a t i v e 

r i g h t s ? 

A. I t w i l l , d e f i n i t e l y . 

Q. Were E x h i b i t s 8 and 9 p r e p a r e d by you? 

A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. S t o g n e r , 

we w o u l d move t h e a d m i s s i o n o f Chuza E x h i b i t s 8 

and 9 . 

EXAMINER STOGNER: E x h i b i t s 8 and 9 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f Mr. W a l l e r . 

EXAMINER STOGNER: Thank y o u . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. W a l l e r , t h e Gambi No. 1, I t a k e i t 

t h a t ' s n o t on pump a t t h i s t i m e ? I t ' s a n a t u r a l 

f l o w i n g ? 

A. T h a t ' s c o r r e c t . 

Q. I n y o u r o p i n i o n , a t t h e p r e s e n t r a t e 

and i f t h e GOR i s a l l o w e d t o be r a i s e d t o 

6 0 0 0 - t o - l , w o u l d t h a t a f f e c t t h e p e r f o r m a n c e o f 
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t h a t w e l l and when i t w o u l d have t o go on pump, 

as opposed t o k e e p i n g i t a t 2 0 0 0 - t o - l ? 

A. I d o n ' t t h i n k so. I t h i n k i n t h i s 

s i t u a t i o n we have a f r e e gas phase i n c o n j u n c t i o n 

w i t h an o i l phase, and t h e gas i s g o i n g t o 

d e p l e t e ; i t ' s g o i n g t o p r o d u c e i t s e l f . 

Q. Take me back t o b a s i c s h e r e . I n t h i s 

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

p o o l , what k i n d o f r e s e r v o i r mechanism a r e we 

s e e i n g ? 

A. I t h i n k , as opposed t o a gas cap l y i n g 

on t o p o f an o i l zone, we have l a m i n a t e d d o l o m i t e 

s e c t i o n s where b o t h a f r e e o i l phase and a gas 

phase c o - e x i s t t o g e t h e r . And t h a t ' s t h e o n l y way 

we can e x p l a i n t h a t t y p e o f g a s / o i l r a t i o . We're 

n o t l o o k i n g a t s o l u t i o n g a s / o i l r a t i o a t t h e s e 

u pper l i m i t s . 

Q. Are we s e e i n g a f i n g e r i n g o r i s t h e r e 

an a c t u a l l e v e l o f gas and an a c t u a l l e v e l o f 

o i l ? 

A. No. We're n o t s e e i n g an upper l e v e l 

p r e d o m i n a n t l y gas and a l o w e r l e v e l p r e d o m i n a n t l y 

o i l . 

Q. I'm t r y i n g t o g e t a p i c t u r e . Do we see 

i t a p p e a r i n g i n s t r i n g e r s ? 
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A. I t h i n k i t ' s c o - e x i s t i n g w i t h t h e o i l , 

and t h e o i l i s m a s k i n g i t because i t i s n o t 

a p p a r e n t on t h e compensated n e u t r o n d e n s i t y 

p o r o s i t y l o g s . We do n o t see a gas e f f e c t on t h e 

l o g s , p e r se, b u t we know t h e r e has t o be a f r e e 

gas phase i n t h e r e . 

Q. What was t h e i n i t i a l p r e s s u r e i n t h a t 

w e l 1? 

A. W e l l , we do n o t have d a t a t h a t t o o k an 

a c t u a l b o t t o m h o l e p r e s s u r e . I b a c k - c a l c u l a t e d , 

based on a 12-hour s h u t - i n p r e s s u r e , t o 2069 p s i , 

I b e l i e v e t h a t ' s c o r r e c t , w h i c h c a l c u l a t e d t o a 

g r a d i a n t o f .39, as I r e c a l l , .372, and a b o t t o m 

h o l e p r e s s u r e o f 2046. The .372 i s , o f c o u r s e , 

below a f r e s h w a t e r g r a d i a n t , b u t t h a t i s n o t 

uncommon i n n e w l y d i s c o v e r e d B l i n e b r y r e s e r v o i r s 

i n t h a t a r e a . 

Q. And t h e w a t e r i s so s m a l l i t has no 

e f f e c t ? 

A. T h a t ' s c o r r e c t . 

Q. T h i s t y p e o f b e h a v i o r i n t h i s 

p a r t i c u l a r a r e a , i s t h a t i n d i c a t i v e t o t h e o t h e r 

B l i n e b r y p o o l s i n t h e are a ? 

A. Yes. H i g h g a s / o i l r a t i o i s t h e norm, I 

wo u l d say. 
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Q. The B l i n e b r y p o o l s , I remember, p r e t t y 

much a r e l o c a t e d o u t t h e r e s o u t h o f Hobbs a r o u n d 

t h e E u n i c e a r e a , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. And, o f c o u r s e , n o t t o o f a r f r o m 

Texas. Are you f a m i l i a r w i t h - - I d o n ' t t h i n k i t ' 

c a l l e d B l i n e b r y i n Texas, i s i t ? 

A. I t ' s c a l l e d Upper C l e a r f o r k , I 

b e l i e v e . I t i s C l e a r f o r k . I d o n ' t know a b o u t 

Upper C l e a r f o r k . 

Q. Are you f a m i l i a r w i t h t h e C l e a r f o r k 

p r o d u c t i o n o v e r i n Texas? 

A. Yes, I am. 

Q. Do we see t h e same a c t i v i t y o v e r t h e r e 

o r a r e t h e r e h i g h e r GORs i n t h o s e C l e a r f o r k p o o l 

i n Texas? 

A. They're v e r y s i m i l a r t o t h e B l i n e b r y . 

You're d e a l i n g w i t h t h e same a n i m a l , r e a l l y . 

Q. I guess what I'm a s k i n g , w h a t's Texas' 

l i m i t f o r GOR? I'm n o t f a m i l i a r w i t h t h e Texas 

r u l e s and r e g s . 

A. W e l l , f i e l d r u l e s , you know, n o r m a l l y 

t h e y ' l l ask f o r p r e t t y much w h a t e v e r t h e 

p r o d u c i n g r a t e i s and t o n e i t down t o what t h e 

economics m i g h t d i c t a t e . I w o u l d say i n t h e 
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n e i g h b o r h o o d o f 6- t o 10,000 g a s / o i l r a t i o . 

Q. So t h e y d o n ' t s e t a GOR l i m i t t o a 

p o o l ? 

A. Not p e r se, no. 

Q. I'm j u s t t r y i n g t o g e t an 

u n d e r s t a n d i n g , and s i n c e t h e r e ' s a l o t o f 

i n f o r m a t i o n o v e r on t h a t s i d e , I t h o u g h t i t w o u l d 

h e l p me u n d e r s t a n d t h i s s i d e , t o o . 

I f — and, Mr. S t a m e t s , f e e l f r e e t o jump 

i n on t h i s one, t o o — i f t h e r e t r o a c t i v e r e q u e s t 

was n o t g r a n t e d , what w o u l d happen t o t h e 

p r o d u c t i o n on t h e Gambi No. 1. 

MR. STAMETS: There w o u l d be 

c o n s i d e r a b l y more gas t o be made up. The w e l l 

has been p r o d u c i n g a t , oh, anywhere f r o m 28- t o 

36,000 GOR a day. I'm n o t s u r e i f I ' v e g o t t o t a l 

v olumes t h a t have been p r o d u c e d . L e t ' s see i f I 

can l o c a t e t h a t . 

Anyhow, t h e p o i n t w o u l d be t h a t t h e y 

w o u l d have more gas t h a t w o u l d have t o be made 

up, and t h e w e l l w o u l d have t o be s h u t i n l o n g e r . 

EXAMINER STOGNER: E s s e n t i a l l y , t h e y 

w o u l d s h u t t h a t i n t o make up a n y — i s i t a c c r u e d 

o v e r p r o d u c t i o n a t t h i s t i m e i n t h e c a s i n g h e a d 

gas ? 
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MR. STAMETS: I t w o u l d be v e r y 

q u i c k l y . The way t h e sy s t e m i s d e s i g n e d t o wo r k , 

any t i m e t h e w e l l i s one month o v e r p r o d u c e d on 

i t s c a s i n g h e a d gas a l l o w a b l e , i t ' s r e q u i r e d t o be 

s h u t i n . The computer i s supposed t o send o u t a 

n o t i c e . 

So, w h a t e v e r i t i s , t h e n t h e y w o u l d 

have t o s h u t t h e w e l l i n . 

EXAMINER STOGNER: For a p p r o x i m a t e l y 

how l o n g ? 

MR. STAMETS: Looks l i k e t h e y had--

W e l l , l e t me do some c a l c u l a t i o n s . 

EXAMINER STOGNER: J u s t o f f t h e t o p o f 

y o u r head. 

MR. STAMETS: W e l l , hang on a m i n u t e . 

L e t me check, because I h a v e n ' t done t h a t . I t 

l o o k s l i k e a l o n g t i m e , i f I d i d t h i s r i g h t . 

MR. STOVALL: I s t h a t g e o l o g i c t i m e , 

Mr. Stamets? 

MR. STAMETS: I t a l m o s t l o o k s l i k e 

g e o l o g i c t i m e h e r e . I t l o o k s t o me as t h o u g h f o r 

t h e month o f J a n u a r y , t h e w e l l p r o d u c e d 

36,000--no, t h a t ' s t h e GOR. L e t ' s t r y a b o u t 33-, 

34,000 Mcf. And you g e t 2 0 0 0 - t o - l , so t h a t w o u l d 

be what? 214,000? And t i m e s 30, t h a t w o u l d be 
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6,420 f o r t h e month. 

I a l w a y s have t r o u b l e w i t h my z e r o s on 

t h i s s t u f f . T h a t ' s why I t o l d them t h e y needed 

an e n g i n e e r . 

MR. CARR: Mr. S t o g n e r , do you want 

t h i s on t h e r e c o r d ? 

EXAMINER STOGNER: Oh, yeah, I k i n d o f 

l i k e h i s c i p h e r i n g . I t sounds l i k e he's h a v i n g 

t r o u b l e w i t h h i s n o t s . 

MR. STAMETS: L e t me see i f my 

c a l c u l a t o r has warmed up enough. The l a s t t i m e I 

t r i e d t h i s , i t w o u l d n ' t c a l c u l a t e . 

EXAMINER STOGNER: T h i s r e m i n d s me o f 

when J e t h r o B o d i n e used t o have t o f i g u r e on t h e 

B e v e r l y H i l l b i l l i e s . 

MR. STAMETS: See i f t h e e n g i n e e r s 

t h i n k I'm r i g h t . I f you have 2,000 c u b i c f e e t 

p e r b a r r e l , t h a t t r a n s l a t e s i n t o 214,000 a day a t 

107? Times 30 days. That e q u a l s 6420 Mcf. 

I f you l o o k a t t h a t compared t o 33, 

t h a t ' s a b o u t f o u r , f i v e t i m e s o v e r ? F i v e t i m e s 

what you w o u l d be a l l o w e d ? So, i t ' s a 

s u b s t a n t i a l amount. 

EXAMINER STOGNER: So i t w o u l d 

d e f i n i t e l y a f f e c t t h i s p a r t i c u l a r w e l l i n i t s 
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p a y o u t ? 

MR. STAMETS: Yeah, and t h a t ' s f o r o n l y 

one month. T h a t ' s n o t even g o i n g back i n t o 

December. And h e r e we a r e t h e m i d d l e o f 

F e b r u a r y , so i t has a s u b s t a n t i a l i m p a c t . 

EXAMINER STOGNER: Okay. I d o n ' t have 

any o t h e r q u e s t i o n s o f e i t h e r w i t n e s s . 

MR. CARR: Mr. S t o g n e r , t h a t c o n c l u d e s 

our p r e s e n t a t i o n i n t h i s case. We w o u l d r e q u e s t 

t h a t i t be c o n t i n u e d t o t h e h e a r i n g on March 4 t h , 

i t ' s been a d v e r t i s e d f o r t h a t d a t e , a t w h i c h t i m e 

we w i l l r e q u e s t t h a t t h e r e f e r e n c e s t o t h e 

Paddock f o r m a t i o n be d i s m i s s e d and t h a t t h e case 

be t a k e n under a d v i s e m e n t on t h e r e c o r d made h e r e 

t o d a y . 

w i l l be c o n t i n u e d t o t h e Examiner H e a r i n g 

s c h e d u l e d f o r March 4, 1993; and, a t t h a t t i m e , 

i t w i l l be t a k e n under a d v i s e m e n t . 

L e t ' s t a k e a b o u t a 2 0 - m i n u t e r e c e s s a t 

t h i s t i m e . 

(And t h e p r o c e e d i n g s c o n c l u d e d . ) 

EXAMINER STOGNER: So n o t e d . T h i s case 

I do here.;-/ ce=-;iiy that the foregoing Is 
a complete record of the proceedings in 
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u nder my p e r s o n a l s u p e r v i s i o n ; and t h a t t h e 
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no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 
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EXAMINER STOGNER: L e t ' s c a l l t h e n e x t 

case, No. 10671 . 

MR. STOVALL: A p p l i c a t i o n o f Chuza 

O p e r a t i n g f o r p o o l c r e a t i o n and s p e c i a l p o o l 

r u l e s , Lea County, New M e x i c o . 

EXAMINER STOGNER: C a l l f o r 

a p p e a r a n c e s . 

MR. CARR: May i t p l e a s e t h e Exami n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e Santa Fe law 

f i r m C a m p b e l l , C a r r , Berge & S h e r i d a n . I 

r e p r e s e n t Chuza O p e r a t i n g , and I have two 

w i t n e s s e s . 

EXAMINER STOGNER: Are t h e r e any o t h e r 

a p p e a r a n c e s ? 

W i l l t h e w i t n e s s e s p l e a s e s t a n d t o be 

sworn a t t h i s t i m e . 

[And t h e w i t n e s s e s were d u l y s w o r n . ] 

RICHARD L. STAMETS 

H a v i n g been f i r s t d u l y sworn 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 : 

EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e . 

A. I'm R i c h a r d L. S t a m e t s . 
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Q. Where do you r e s i d e ? 

A. Santa Fe, New Mexico. 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. I'm an independent c o n s u l t a n t . I n t h i s 

c a s e I ' v e been employed by Chuza O p e r a t i n g . 

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 O i l C o n s e r v a t i o n D i v i s i o n ? 

A. I have. 

Q. At the time of t h a t p r i o r t e s t i m o n y , 

were your c r e d e n t i a l s as a petroleum g e o l o g i s t 

a c c e p t e d and made a matter of r e c o r d ? 

A. Yes. 

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 

f i l e d i n t h i s c a s e on b e h a l f of Chuza O p e r a t i n g ? 

A. Yes. 

Q. Have you made a g e o l o g i c a l study of the 

a r e a which i s i n v o l v e d i n t h i s c a s e ? 

A. I have. 

MR. CARR: Are Mr. Stamets' c r e d e n t i a l s 

a c c e p t a b l e ? 

EXAMINER STOGNER: Have they ever been 

q u e s t i o n e d , Mr. Stamets, b e f o r e ? 

MR. CARR: Not on the r e c o r d . 

THE WITNESS: E x c e l l e n t answer, Mr. 
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C a r r . 

EXAMINER STOGNER: Mr. Stamets i s so 

q u a l i f i e d . 

MR. STOVALL: L e t t h e r e c o r d show t h e r e 

was a l o n g pause. 

Q. Mr. S t a m e t s , w o u l d you b r i e f l y s t a t e 

what Chuza O p e r a t i n g seeks w i t h t h i s a p p l i c a t i o n ? 

A. ^ « z a O p e r a t i n g i s s e e k i n g t h e c r e a t i o n 

o f a new B l i n e b r y o i l p o o l and a 6 0 0 0 - t o - l 

g a s / o i l r a t i o l i m i t a t i o n , and asks t h a t t h e 

e f f e c t i v e d a t e o f t h e GOR be r e t r o a c t i v e t o t h e 

d a t e o f c o m p l e t i o n o f Chuza's w e l l . 

We've g o t a c o u p l e o f o t h e r t h i n g s we 

want t o m e n t i o n , b u t we can do t h o s e a t t h e end. 

Q. Mr. S t a m e t s , have you p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

Q. R e f e r t o what has been marked as Chuza 

E x h i b i t No. 1, i d e n t i f y t h i s and r e v i e w i t f o r 

Mr. S t o g n e r ? 

A. Chuza E x h i b i t No. 1 i s an a r e a 

o w n e r s h i p map. On h e r e I have marked t h e 

B l i n e b r y p o o l s i n t h e a r e a w i t h what was an 

orange c o l o r and s o r t o f t u r n e d o u t brown when i t 

r a n t h r o u g h t h e c o l o r c o p y i n g machine. 
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Chuza's a c r e a g e i n S e c t i o n 12 i s marked 

i n y e l l o w , and t h e n Paddock p o o l s i n t h e a r e a a r e 

marked i n b l u e . The r e a s o n t h e Paddock i s on 

h e r e i s because, when I was l o o k i n g a t t h e l o g s 

i n t h i s a r e a i n i t i a l l y , I t h o u g h t t h a t we had 

Paddock p e r f o r a t i o n s , b u t t h a t i s n o t t h e case, 

and w e ' l l g e t t o t h a t i n a l i t t l e b i t . 

A l s o , n o t shown on h e r e , my 

u n d e r s t a n d i n g t h a t K e l t o n O p e r a t i n g , t h e o t h e r 

owner i n t h e p r o p o s e d p o o l , i s t h e o p e r a t o r o f 

160 a c r e s i n S e c t i o n 1 1 , b e i n g t h e 

e a s t - h a l f - n o r t h e a s t , and t h e n o r t h h a l f o f t h e 

s o u t h e a s t . 

Q. The y e l l o w shaded a c r e a g e s i m p l y shows 

Chuza a c r e a g e i n t h e a r e a ? 

A. T h a t ' s c o r r e c t . 

Q. And i t ' s n o t d e s i g n e d t o show or 

i d e n t i f y t h e p r o p o s e d p o o l b o u n d a r i e s ? 

A. No . 

Q. L e t ' s go now t o what has been marked as 

E x h i b i t No. 2, and I w o u l d ask you t o r e v i e w 

t h a t . 

A. Okay. Chuza E x h i b i t No. 2 i s a more 

d e t a i l e d map o f t h e i m m e d i a t e a r e a . | t shows t h e 

p r o p o s e d p o o l b o u n d a r y i n o r a n g e , i t shows t h e 
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K e l t o n O p e r a t i n g L i n e b e r r y No. 1 w e l l i n S e c t i o n 

11, which was the d i s c o v e r y w e l l f o r the po o l , 

and i t a l s o i d e n t i f i e s the Chuza Gambi w e l l i n 

Se c t ion 12. 

Q. Are t h e r e any o t h e r o t h e r 

B l i n e b r y - p r o d u c i n g w e l l s w i t h i n a m i l e o f t h e 

p o o l b o u n d a r y ? 

A . No . 

Q. What r u l e s c u r r e n t l y g o v e r n d e v e l o p m e n t 

i n t h i s p r o p o s e d p o o l ? 

A. S t a t e w i d e r u l e s . 

Q. When was t h e Gambi w e l l a c t u a l l y 

d r i l l e d and what i s i t s s t a t u s ? 

A. The Gambi w e l l was o r i g i n a l l y d r i l l e d 

or completed i n 1984 as a C1ine-Drinkard-Abo 

w e l l . I t was then r e c o m p l e t e d on December 14 of 

1992, p e r f o r a t e d i n the B l i n e b r y from 5489 to 

5705, and the w e l l i s pr o d u c i n g . 

Q. And i t ' s been p r o d u c i n g s i n c e when? 

A. S i n c e December o f 92. 

Q. L e t ' s go now t o E x h i b i t No. 3. Would 

you i d e n t i f y t h i s ? 

A. Yes. E x h i b i t No. 3 i s a s t r u c t u r e map 

on t h e t o p o f t h e B l i n e b r y marker t h a t I p r e p a r e d 

u s i n g t h e base map t h a t we j u s t l o o k e d a t . I 
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went t h r o u g h the D i v i s i o n r e c o r d s here i n Santa 

Fe and p u l l e d the l o g s on a l l the w e l l s i n t h i s 

n i n e - t o w n s h i p area t h a t were a v a i l a b l e . 

A l s o , I was f u r n i s h e d w i t h some log s by 

Chuza. And, on the b a s i s of t h a t , t h e n , I 

determined the B l i n e b r y t o p or B l i n e b r y marker 

t o p . Those are recorded on a l l the w e l l s where 

logs were a v a i l a b l e . And then a s t r u c t u r e map 

was c o n s t r u c t e d from t h a t . 

Q. What s o r t of a t r a p p i n g mechanism do we 

have here? 

A. What we're looking at i s an area on the 

c e n t r a l basin platform. We see some 

eastward-to-southeastward dip, and then there i s 

a west-east nosing acros s the upper t h i r d of the 

map . 

Q. Do we have, what, a s t r u c t u r a l trap or 

i s i t s t r a t i g r a p h i c i n nature? 

A. I t ' s a combination of s t r a t i g r a p h y . 

There i s a high area i n the northeast of Section 

11, northeast of 12, so you do have some 

s t r u c t u r e there, but I b e l i e v e i t ' s 

s t r a t i g r a p h i c , equally. 

Q. And t h i s map a l s o shows w e l l s i n the 

area? 
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A. Yes, and i t does show t h e c u r r e n t 

s t a t u s o f t h e w e l l s . The o t h e r maps m i g h t show 

some o f t h e s e w e l l s t o be p r o d u c e r s when, i n 

f a c t , t h e y ' r e o l d p r o d u c e r s w h i c h have been 

p l u g g e d and abandoned. I have shown a l l t h e 

p l u g g e d and abandoned w e l l s on h e r e , and t h e 

w e l l s w h i c h a r e c u r r e n t l y i n d i c a t e d t o be 

p r o d u c e r s . 

One o t h e r t h i n g t h a t s h o u l d be n o t e d , 

l o o k i n g a t t h e map, i s t h a t t h e p r o p o s e d p o o l i s 

c u r r e n t l y s u r r o u n d e d by d r y h o l e s . 

Q. A l l r i g h t , Mr. S t a m e t s , l e t ' s go t o 

E x h i b i t No. 4. Would you i d e n t i f y and r e v i e w 

t h i s f o r Mr. S t o g n e r ? 

A. E x h i b i t No. 4 i s a s i m p l e t w o - l o g 

c r o s s - s e c t i o n s h o w i n g t h e d i s c o v e r y w e l l , t h e 

L i n e b e r r y w e l l on t h e l e f t and t h e Gambi w e l l on 

t h e r i g h t . The B l i n e b r y m arker i s shown on each 

of t h e w e l l s , and I ' v e shown t h e p e r f o r a t e d 

i n t e r v a l f o r each o f t h e w e l l s . 

We're l o o k i n g a t - - l i k e I say, I 

examined the l o g s of a l l the w e l l s i n t h a t 

n i n e - s e c t i o n a r e a . What we're l o o k i n g a t here i s 

a t y p i c a l B l i n e b r y s e c t i o n , innerbedded d o l o m i t e s 

and s h a l e s . 
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Q. I f we look at t h i s c r o s s - s e c t i o n , can 

you j u s t e x p l a i n where the top of the B l i n e b r y i s 

i n r e l a t i o n s h i p to the B l i n e b r y marker? 

A. Yes. There was some c o n f u s i o n on t h i s 

i n i t i a l l y . I n v i s i t i n g w i t h P a u l Kautz i n Hobbs' 

o f f i c e , he i n d i c a t e d t h a t t h i s i s an a r e a where 

the a c t u a l top of the B l i n e b r y i s a p p r o x i m a t e l y 

100 f e e t above the B l i n e b r y marker, and the 

B l i n e b r y marker i s a good marker i n the a r e a . 

That was used by o t h e r g e o l o g i s t s working i n 

h e r e , and t h i s l e d to the c o n f u s i o n about where 

the top of the B l i n e b r y a c t u a l l y was and whether 

or not those K e l t o n p e r f o r a t i o n s were i n the 

Paddock or i n the B l i n e b r y . 

But, w i t h the top a c t u a l l y being a 

hundred f e e t above the marker, a l l p e r f o r a t e d 

i n t e r v a l s a r e w i t h i n the B l i n e b r y zone. 

MR. CARR: Mr. Stogner, because of t h i s 

c o n f u s i o n as to the top of the B l i n e b r y , an 

amended a p p l i c a t i o n was f i l e d i n t h i s c a s e . The 

amendment s i m p l y r e q u e s t e d the c r e a t i o n of a 

B1inebry-Paddock p o o l , and was d e s i g n e d to 

i n c l u d e the a r e a p e r f o r a t e d i n the K e l t o n w e l l s . 

That i s u n n e c e s s a r y as a r e s u l t of the 

c o n v e r s a t i o n s w i t h Mr. Kautz, so a l l we're 
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s e e k i n g now i s the c r e a t i o n of a new B l i n e b r y 

pool, and any r e f e r e n c e to the Paddock, which was 

only i n our amended a p p l i c a t i o n , we would r e q u e s t 

be d i s m i s s e d . 

EXAMINER STOGNER: That was 

r e a d v e r t i s e d , was i t not, f o r the March 4th 

h e a r i n g ? 

MR. CARR: R i g h t . T h a t ' s c o r r e c t . The 

re a s o n f o r i t was t h a t c o n f u s i o n , and we would be 

i n a p p r o p r i a t e to i n c l u d e the Paddock, so t h a t 

p o r t i o n s h o u l d be d i s m i s s e d a t t h a t time. 

EXAMINER STOGNER: Thank you, Mr. C a r r . 

Q. Mr. Stamets, how would you j u s t 

g e n e r a l l y d e s c r i b e the B l i n e b r y i n t h i s a r e a ? 

A. L i k e I s a i d , i t ' s j u s t a t y p i c a l 

d olomite s h a l e sequence. I t ' s v i r t u a l l y 

i n d i s t i n g u i s h a b l e from those w e l l s i n the 

B l i n e b r y o i l and gas pool to the n o r t h and other 

B l i n e b r y p o o l s i n the a r e a . 

Q. L e t ' s go now to E x h i b i t No. 5, and 

i d e n t i f y and re v i e w t h a t . 

A. E x h i b i t No. 5 i s an a n a l y s i s I made of 

B l i n e b r y g a s / o i l r a t i o s , and t h i s was made from 

two s o u r c e s . F i r s t I looked a t the January 

through June 1993 o i l p r o r a t i o n s c h e d u l e f o r 
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D i s t r i c t 1, and I l i s t e d a l l of the B l i n e b r y 

p o o l s t h a t were shown i n t h a t p r o r a t i o n s c h e d u l e , 

a l o n g w i t h t h e i r o i l a l l o w a b l e g a s / o i l r a t i o 

l i m i t s . 

Then I went to the 1991 S t a t i s t i c a l 

Report and a g a i n looked a t the B l i n e b r y p o o l s , 

how many w e l l s were shown to be i n those p o o l s , 

and what the pool g a s / o i l r a t i o was. 

What t h i s shows i s t h a t 78 p e r c e n t of 

the w e l l s i n D i s t r i c t 1, 78 p e r c e n t of the 

B l i n e b r y w e l l s i n D i s t r i c t 1, have g a s / o i l r a t i o 

l i m i t s i n t h e i r pool r u l e s of between 4,000 and 

10,000. I t a l s o shows t h a t most B l i n e b r y w e l l s 

produce at v e r y s u b s t a n t i a l g a s / o i l r a t i o s . 

You compare t h a t w i t h the Lea County 

t o t a l shown i n the next to the l a s t l i n e of o n l y 

2,942, you can see t h a t by and l a r g e B l i n e b r y 

w e l l s do produce at much h i g h e r GORs than the 

average wel1. 

Q. Mr. Stamets, i s Chuza E x h i b i t No. 6 an 

a f f i d a v i t w i t h a t t a c h e d l e t t e r s c o n f i r m i n g t h a t 

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

K e l t o n O p e r a t i n g C o r p o r a t i o n i n accordance w i t h 

OCD r u l e s and r e g u l a t i o n s ? 

A. Yes. 
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Q. C o u l d you i d e n t i f y what has been marked 

as Chuza E x h i b i t No. 7? 

A. Yes. Th a t i s a l e t t e r t h a t has been 

r e c e i v e d f r o m Mr. K e l t o n , and t h i s l e t t e r 

s u p p o r t s o u r a p p l i c a t i o n . And a c t u a l l y i t goes 

f u r t h e r and asks t h a t t h e s p e c i a l p o o l r u l e s w i t h 

6 0 0 0 - t o - l be made r e t r o a c t i v e t o t h e o r i g i n a l 

d i s c o v e r y o f t h e p o o l , w h i c h was t h e O c t o b e r 14, 

1992 d a t e . 

Q. Would Chuza s u p p o r t t h a t r e q u e s t o f an 

O c t o b e r 1 4 t h e f f e c t i v e d a t e ? 

A. Yes. We r e c o g n i z e t h a t Mr. K e l t o n 1 6 

w e l l a l s o p r o d u c e s w i t h a h i g h g a s / o i l r a t i o . 

Q. Are you p r e p a r e d t o recommend a name 

f o r t h i s new p o o l ? 

A. I asked t h e d i s t r i c t o f f i c e i f t h e y had 

a s u g g e s t i o n , and Mr. K a u t z s a i d he t h o u g h t t h a t 

C l i n e - B l i n e b r y , a l t h o u g h d i f f i c u l t t o say, 

p r o b a b l y was a good name. 

Q. D i d you say d e c l i n e ? 

A. J u s t C l i n e . We c e r t a i n l y hope i t ' s n o t 

dec 1 i n e . 

MR. CARR: The o p p o r t u n i t y t o s u p p o r t 

t h i s w i t h p o e t r y i s a l m o s t l i m i t l e s s . 

Q. I n y o u r o p i n i o n , Mr. S t a m e t s , i f t h e 
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a p p l i c a t i o n i s gra n t e d , how long s h o u l d the 

temporary r u l e s remain i n e f f e c t ? 

A. Normally, I know t h a t the r u l e s a r e 

made temporary f o r one y e a r and then t h e r e 1 s a 

h e a r i n g , but g i v e n the n a t u r e of the B l i n e b r y and 

the l a r g e number of p o o l s we a l r e a d y have, i t 

doesn't seem to me t h a t t h a t ' s n e c e s s a r y i n t h i s 

c a s e . 

I f the D i v i s i o n d i d want to take 

another look a t t h i s , I would suggest maybe t h a t 

they j u s t p r o v i d e f o r some s o r t of a d m i n i s t r a t i v e 

r e v i e w e i t h e r a t the d i s t r i c t o f f i c e or here i n 

Sant a Fe a f t e r a y e a r , and t h a t would a v o i d the 

n e c e s s i t y of a h e a r i n g and the c o s t s a s s o c i a t e d 

w i t h t h a t . 

Q. Mr. Stamets, what i s the c u r r e n t 

over/underproduced s t a t u s of the Gambi No. 1? 

A. I don't have f i n a l numbers, but i n 

l o o k i n g a t the p r o d u c t i o n r a t e , they a r e 

produ c i n g more gas than would be a l l o w e d even a t 

the 6 0 0 0 - t o - l r a t e . So, t h e y ' r e going to wind 

up, when t h i s o rder comes out, w i t h some 

overproduct i o n . 

I n order to a v o i d s h u t t i n g the w e l l i n 

to make t h a t o v e r p r o d u c t i o n up, Chuza would l i k e 
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to have up to s i x months a f t e r the order comes 

out i n which to make up any overage on the 

casinghead gas t h a t ' s produced. 

Q. Based on your g e o l o g i c a l study of t h i s 

area, what general conclusions can you reach 

about the proposed new pool? 

A. What we have i s a t y p i c a l B linebry 

r e s e r v o i r , that the 6000-to-l g a s / o i l r a t i o , at 

l e a s t , i s j u s t i f i e d , and I would not expect there 

to be any negative consequences from that a c t i o n . 

Q. From a g e o l o g i c a l point of view, does 

t h i s appear to be a separate common source of 

supply? 

A . I t does. 

Q. Were E x h i b i t s 1 through 7 e i t h e r 

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

A. Yes. 

MR. CARR: At t h i s time, Mr. Stogner, 

we would move the admission of Chuza Operating 

E x h i b i t s 1 through 7. 

EXAMINER STOGNER: E x h i b i t s 1 through 7 

w i l l be admitted into evidence at t h i s time. 

MR. CARR: I have nothing further of 

Mr. Stamets on d i r e c t . 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Stamets, i n l o o k i n g a t E x h i b i t No. 

4, l e t me make s u r e I u n d e r s t a n d what t h a t marker 

i s . P o i n t i t out to me. 

A. Okay. I f you come down on the Gambi 

w e l l , i t ' s j u s t above 5500 f e e t . I t ' s about 

5485. That i s a marker t h a t i s p r e t t y uniform 

a c r o s s t h i s e n t i r e a r e a and e a s i l y t r a c e a b l e w e l l 

to w e l l , and a p p a r e n t l y i s w i d e l y used as a 

B l i n e b r y marker. 

I found l o t s of ot h e r w e l l s as I went 

through the e x h i b i t s w i t h a B l i n e b r y mark a t t h a t 

l o c a t i o n . 

Q. And t h a t marker, as I unders t a n d i t , i s 

not the B l i n e b r y zone or B l i n e b r y f o r m a t i o n or 

the P a d d o c k - B l i n e b r y c h a i n ? 

A. R i g h t . That i s a p o i n t which i s 

ap p r o x i m a t e l y 100 f e e t below the top of the 

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

Q. So you have, e s s e n t i a l l y , marked the 

B l i n e b r y marker, not the top of the B l i n e b r y ? 

A. T h a t ' s c o r r e c t . 

EXAMINER STOGNER: Okay. I was 

confu s e d . I don't t h i n k I have any ot h e r 
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q u e s t i o n s r i g h t now. I may, perhaps, a f t e r we 

hear from the other w i t n e s s . 

[ D i s c u s s i o n o f f the r e c o r d . ] 

MR. STOVALL: Mr. Stamets, b e f o r e you 

go, I do have a q u e s t i o n . 

EXAMINATION 

BY MR. STOVALL: 

Q. You have su g g e s t e d w i t h r e s p e c t to the 

6 0 0 0 - t o - l GOR t h a t t h e r e be some s o r t of 

a d m i n i s t r a t i v e r e v i e w or something; but, i n f a c t , 

i s not the t r e n d i n the B l i n e b r y pools to t r y to 

go i n and r a i s e the GORs? 

A. Yes. I don't t h i n k i t ' s n e c e s s a r y a t 

a l l , but i f the Examiner or the D i v i s i o n f e l t 

l i k e some s o r t of r e v i e w a f t e r a y e a r was 

n e c e s s a r y , I would suggest an a d m i n i s t r a t i v e 

r e v i e w , which would be l e s s e x p e n s i v e than a 

h e a r i n g . 

Q. Based upon what you know about the 

o t h e r c a s e s , my r e c o l l e c t i o n i s t h a t most of the 

B l i n e b r y c a s e s we've had have been f o r i n c r e a s e s 

of GORs and they have been i n the 6- to 10,000 

range. Your t a b l e here i n E x h i b i t 5 shows 4- to 

10,000? 

A. 4- to 10,000, r i g h t . 
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Q. So, i f I un d e r s t a n d you c o r r e c t l y i n 

your l a s t s t a t e m ent, you t h i n k t h i s c o u l d be made 

permanent wit h o u t r e v i e w , and you c o u l d always 

reopen a c a s e i f i n f o r m a t i o n i s n e c e s s a r y , i s 

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

A. A b s o l u t e l y . 

FURTHER EXAMINATION 

BY EXAMINER STOGNER: 

Q. W e l l , along those same l i n e s , i n 

l o o k i n g a t E x h i b i t No. 5, perhaps the r e a s o n some 

of the w e l l s t h a t have an a c t u a l GOR t h a t ' s 

r a t h e r h i g h , perhaps they haven't come i n and 

r e q u e s t e d a h i g h e r GOR because t h e y ' r e p r e t t y 

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

A. Yeah, t h a t ' s v e r y p o s s i b l e t h a t they 

may not have t h e i r p r o d u c t i o n r e s t r i c t e d even 

though the GORs a r e h i g h . 

FURTHER EXAMINATION 

BY MR. STOVALL: 

Q. One l a s t q u e s t i o n , j u s t a p r o c e d u r a l 

one. E x h i b i t 7, the l e t t e r from Mr. K e l t o n , he 

s t a t e s t h a t he r e q u e s t s to be n o t i c e d as a p a r t y 

of r e c o r d and, i n f a c t , he's n o t i c e d as a p a r t y 

of i n t e r e s t but he i s not a p a r t y of r e c o r d . 

Then i t goes on to s t a t e t h a t they 
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i n t e n d to a t t e n d the h e a r i n g . Do you know i f Mr. 

K e l t o n or any r e p r e s e n t a t i v e of K e l t o n i s h e r e ? 

MR. CARR: Mr. K e l t o n i s p r e s e n t . 

MR. KELTON: I'm h e r e . 

MR. STOVALL: Mr. K e l t o n i s p r e s e n t . 

Does K e l t o n w i s h to be a p a r t y of r e c o r d i n t h i s 

c a s e ? 

MR. KELTON: A p a r t y of r e c o r d , but I 

don't need to t e s t i f y or a n y t h i n g . 

MR. STOVALL: W e l l , i n order to be a 

p a r t y of r e c o r d , Mr. K e l t o n , you a c t u a l l y have to 

e n t e r an appearance. And I t h i n k at t h i s time, 

s i n c e you do not i n t e n d to p r e s e n t t e s t i m o n y or 

do a n y t h i n g , i f c o u n s e l would concur, we would 

a l l o w you to e n t e r your appearance. 

I assume you a r e the p r e s i d e n t of 

K e l t o n ? 

MR. KELTON: R i g h t . 

MR. STOVALL: J u s t to get you on the 

r e c o r d so you a r e an o f f i c i a l p a r t y of r e c o r d , 

you can p a r t i c i p a t e i n f u t u r e p r o c e e d i n g s s h o u l d 

t h e r e be any. 

I f you c a r e to do so a t t h i s time, j u s t 

s t a t e your name and the f a c t t h a t you're 

a p p e a r i n g f o r K e l t o n . 
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MR. KELTON: Okay. My name i s Dale 

K e l t o n , and I'm t h e p r e s i d e n t o f K e l t o n O p e r a t i n g 

C o r p o r a t i o n . 

MR. STOVALL: So n o t e t h e i r a p p e a r a n c e 

i n t h e p r o c e e d i n g . 

EXAMINER STOGNER: So n o t e d . Any o t h e r 

q u e s t i o n s o f Mr. Stamets a t t h i s t i m e ? 

I f n o t , you may be exc u s e d . 

Mr. C a r r ? 

MR. CARR: At t h i s t i m e we w o u l d c a l l 

Mr. W a l l e r . 

THOMAS J . WALLER, P.E. 

H a v i n g been f i r s t d u l y sworn 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 : 

EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. Thomas J. W a l l e r . 

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

A. I r e s i d e i n M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm an i n d e p e n d e n t p e t r o l e u m e n g i n e e r 

and a c t i n g on b e h a l f o f Chuza. 
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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 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t p r i o r t e s t i m o n y 

were your c r e d e n t i a l s as a petroleum e n g i n e e r 

a c c e p t e d and made a matter of r e c o r d ? 

A. Yes, they were. 

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 

f i l e d i n t h i s c a s e on b e h a l f of Chuza? 

A. I am. 

Q. . I n f a c t , have you made a g e o l o g i c a l 

study of the a r e a and, i n p a r t i c u l a r , the Chuza 

w e l l i n the proposed new pool? 

A. Yes. I ' v e looked p a r t i c u l a r l y a t the 

e n g i n e e r i n g a s p e c t s , though. 

MR. CARR: At t h i s time, Mr. Stogner, 

we would r e q u e s t t h a t Mr. W a l l e r ' s c r e d e n t i a l s be 

a c c e p t e d . 

EXAMINER STOGNER: Mr. W a l l e r i s so 

q u a l i f i e d . 

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

p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Would you r e f e r to what has been marked 

as Chuza E x h i b i t No. 8, i d e n t i f y t h i s , and then 
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r e v i e w the i n f o r m a t i o n on t h i s e x h i b i t f o r Mr. 

S t o g n e r ? 

A. Okay. T h i s i s a graph showing the 

r e l a t i o n s h i p of g a s / o i l r a t i o i n y e l l o w , to o i l 

p r o d u c i n g r a t e which i s i n green, on a d a i l y 

b a s i s over a two-month p e r i o d , December 1992 and 

J a n u a r y 1993. 

The t h i n g t h a t I'm a t t e m p t i n g to p o i n t 

out here over t h i s p e r i o d of time, the graph 

shows t h a t by c u r t a i l i n g o i l r a t e we do not, 

c o r r e s p o n d i n g l y , reduce the g a s / o i l r a t i o ; which, 

I might add, i s t y p i c a l of B l i n e b r y p r o d u c t i o n . 

The graph shows t h a t a c t u a l l y by 

i n c r e a s i n g the o i l r a t e , as was done from 

December 19th to the 27th, and a g a i n January 9th 

to the 23rd, we, i n f a c t , produced a t a lower GOR 

than when c u r t a i l i n g the w e l l a t 20 b a r r e l s a day 

or l e s s . 

Q. B a s i c a l l y , what t h i s shows i s , when you 

produce at a h i g h e r r a t e , i n f a c t the w e l l 

appears to perform i n a b e t t e r f a s h i o n ? 

A. Yes. We w i l l , i n f a c t , produce more 

o i l by p u l l i n g the w e l l down s l i g h t l y more. 

Q. And a c t u a l l y , as you choke the w e l l 

back, you have a r e v e r s e e f f e c t i n terms of the 
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g a s / o i l r a t i o ? 

A. That i s c o r r e c t . You can get i n a 

s i t u a t i o n where you're producing s t r i c t l y gas and 

no o i l . 

Q. L e t ' s go now to E x h i b i t No. 9. Would 

you i d e n t i f y and r e v i e w t h a t f o r the Examiner? 

A. Yes. E x h i b i t 9 i s a comparison of the 

payout economics showing the time r e q u i r e d to 

recoup the d r i l l i n g and c o m p l e t i o n c o s t s of 

$290,000 under the s c e n a r i o of, one, c u r r e n t 

f i e l d r u l e s of 2 0 0 0 - t o - l , and t h a t of a r e l a x e d 

g a s / o i l r a t i o g r a n t i n g of 6 0 0 0 - t o - l . 

As you can s e e , we're l o o k i n g a t 

33-month payout as opposed to 10-month payout. I 

might p o i n t out t h a t t h e s e a r e u n r i s k e d 

economics, and i n a s i t u a t i o n where, f o r example, 

we d r i l l a w e l l h a l f as good as the G a m b i — w h i c h 

the Gambi i s c o n s i d e r e d to be a v e r y good 

w e l l — t h e n our the economic payout would be 66 

months as opposed to 20 months. 

Q. I n e f f e c t , w i l l a p p r o v a l of t h i s 

a p p l i c a t i o n p r o v i d e i n c e n t i v e f o r a d d i t i o n a l 

development i n the r e s e r v o i r ? 

A. Yes, i t d e f i n i t e l y w i l l . 

Q. Does Chuza, i n f a c t , have p l a n s to go 
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forward w i t h a d d i t i o n a l development i f , i n f a c t , 

the a p p l i c a t i o n i s g r a n t e d ? 

A. They do. They p l a n on a r e c o m p l e t i o n , 

and t h e y ' r e c u r r e n t l y a c t i v e i n a t t e m p t i n g 

farmouts i n the a r e a i n order to d r i l l . 

Q. I n your o p i n i o n , would a p p r o v a l of t h i s 

a p p l i c a t i o n r e s u l t i n any r e s e r v o i r damage? 

A. No, not a t a l l . 

Q. Do you see any e v i d e n c e of the 

fo r m a t i o n of a gas cap i n t h i s r e s e r v o i r ? 

A. None. 

Q. I f , i n f a c t , t h i s a p p l i c a t i o n i s 

gr a n t e d , what w i l l the e f f e c t be on the u l t i m a t e 

r e c o v e r y of o i l from t h i s r e s e r v o i r ? 

A. I t h i n k you w i l l be l o o k i n g at a h i g h e r 

o i l r e c o v e r y and an eq u a l gas r e c o v e r y . I t h i n k 

the u l t i m a t e gas r e c o v e r y i s going to be the same 

r e g a r d l e s s of what s c e n a r i o we have. The h i g h e r 

the g a s / o i l r a t i o , I can see from the d a t a we've 

gat h e r e d t h a t we w i l l produce more o i l . 

Q. So, i f the a p p l i c a t i o n i s g r a n t e d , 

t h e r e w i l l be r e c o v e r y of hydrocarbons o t h e r w i s e 

not r e c o v e r e d ? 

A. T h a t ' s c o r r e c t . 

Q. And t h a t w i l l p r e v e n t waste? 
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A. C o r r e c t . 

Q. I n your o p i n i o n , w i l l a p p r o v a l of the 

a p p l i c a t i o n , o t h e r w i s e , be i n the b e s t i n t e r e s t 

of c o n s e r v a t i o n 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. I t w i l l , d e f i n i t e l y . 

Q. Were E x h i b i t s 8 and 9 prep a r e d by you? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Stogner, 

we would move the a d m i s s i o n of Chuza E x h i b i t s 8 

and 9 . 

EXAMINER STOGNER: E x h i b i t s 8 and 9 

w i l l be a d m i t t e d i n t o e v i d e n c e . 

MR. CARR: That c o n c l u d e s my d i r e c t 

e xamination of Mr. W a l l e r . 

EXAMINER STOGNER: Thank you. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. W a l l e r , the Gambi No. 1, I take i t 

t h a t ' s not on pump at t h i s time? I t ' s a n a t u r a l 

f l o w i n g ? 

A. T h a t ' s c o r r e c t . 

Q. I n your o p i n i o n , a t the p r e s e n t r a t e 

and i f the GOR i s a l l o w e d to be r a i s e d to 

6 0 0 0 - t o - l , would t h a t a f f e c t the performance of 
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that w e l l and when i t would have to go on pump, 

as opposed to keeping i t at 2000-to-l? 

A. I don't think so. I think i n t h i s 

s i t u a t i o n we have a free gas phase i n conjunction 

with an o i l phase, and the gas i s going to 

deplete; i t ' s going to produce i t s e l f . 

Q. Take me back to b a s i c s here. In t h i s 

p a r t i c u l a r Blinebry pool or proposed Blinebry 

pool, what kind of r e s e r v o i r mechanism are we 

seeing? 

A. I think, as opposed to a gas cap l y i n g 

on top of an o i l zone, we have laminated dolomite 

s e c t i o n s where both a free o i l phase and a gas 

phase c o - e x i s t together. And th a t ' s the only way 

we can exp l a i n that type of g a s / o i l r a t i o . We're 

not looking at s o l u t i o n g a s / o i l r a t i o at these 

upper l i m i t s . 

Q. Are we seeing a f i n g e r i n g or i s there 

an a c t u a l l e v e l of gas and an a c t u a l l e v e l of 

o i l ? 

A. No. We're not seeing an upper l e v e l 

predominantly gas and a lower l e v e l predominantly 

o i l . 

Q. I'm t r y i n g to get a p i c t u r e . Do we see 

i t appearing in s t r i n g e r s ? 
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A. I t h i n k i t ' s c o - e x i s t i n g w i t h the o i l , 

and the o i l i s masking i t because i t i s not 

apparent on the compensated neutron d e n s i t y 

p o r o s i t y l o g s . We do not see a gas e f f e c t on the 

l o g s , per s e , but we know t h e r e has to be a f r e e 

gas phase i n t h e r e . 

Q. What was the i n i t i a l p r e s s u r e i n t h a t 

w e l l ? 

A. W e l l , we do not have data t h a t took an 

a c t u a l bottom ho l e p r e s s u r e . I b a c k - c a l c u l a t e d , 

based on a 12-hour s h u t - i n p r e s s u r e , to 2069 p s i , 

I b e l i e v e t h a t ' s c o r r e c t , which c a l c u l a t e d to a 

g r a d i a n t of .39, as I r e c a l l , .372, and a bottom 

hole p r e s s u r e of 2046. The .372 i s , of c o u r s e , 

below a f r e s h water g r a d i a n t , but t h a t i s not 

uncommon i n newly d i s c o v e r e d B l i n e b r y r e s e r v o i r s 

i n t h a t a r e a . 

Q. And the water i s so s m a l l i t has no 

e f f e c t ? 

A. T h a t ' s c o r r e c t . 

Q. T h i s type of b e h a v i o r i n t h i s 

p a r t i c u l a r a r e a , i s t h a t i n d i c a t i v e to the other 

B l i n e b r y p o o l s i n the a r e a ? 

A. Yes. High g a s / o i l r a t i o i s the norm, I 

would s a y. 
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Q. The B l i n e b r y p o o l s , I remember, p r e t t y 

much a r e l o c a t e d out t h e r e south of Hobbs around 

the E u n i c e a r e a , i s t h a t c o r r e c t ? 

A. T h a t ' s c o r r e c t . 

Q. And, of c o u r s e , not too f a r from 

Texas. Are you f a m i l i a r w i t h - - I don't t h i n k i t ' s 

c a l l e d B l i n e b r y i n Texas, i s i t ? 

A. I t ' s c a l l e d Upper C l e a r f o r k , I 

b e l i e v e . I t i s C l e a r f o r k . I don't know about 

Upper C l e a r f o r k . 

Q. Are you f a m i l i a r w i t h the C l e a r f o r k 

p r o d u c t i o n over i n Texas? 

A. Yes, I am. 

Q. Do we see the same a c t i v i t y over t h e r e 

or a r e t h e r e h i g h e r GORs i n those C l e a r f o r k p o o l s 

i n Texas? 

A. They're v e r y s i m i l a r to the B l i n e b r y . 

You're d e a l i n g w i t h the same an i m a l , r e a l l y . 

Q. I guess what I'm a s k i n g , what's Texas' 

l i m i t f o r GOR? I'm not f a m i l i a r w i t h the Texas 

r u l e s and r e g s . 

A. W e l l , f i e l d r u l e s , you know, n o r m a l l y 

t h e y ' l l ask f o r p r e t t y much whatever the 

producing r a t e i s and tone i t down to what the 

economics might d i c t a t e . I would say i n the 
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neighborhood of 6- to 10,000 g a s / o i l r a t i o . 

Q. So they don't s e t a GOR l i m i t to a 

pool? 

A. Not per s e , no. 

Q. I'm j u s t t r y i n g to get an 

u n d e r s t a n d i n g , and s i n c e t h e r e ' s a l o t of 

i n f o r m a t i o n over on t h a t s i d e , I thought i t would 

h e l p me u n d e r s t a n d t h i s s i d e , too. 

I f - - a n d , Mr. Stamets, f e e l f r e e to jump 

i n on t h i s one, t o o — i f the r e t r o a c t i v e r e q u e s t 

was not g r a n t e d , what would happen to the 

p r o d u c t i o n on the Gambi No. 1. 

MR. STAMETS: There would be 

c o n s i d e r a b l y more gas to be made up. The w e l l 

has been producing a t , oh, anywhere from 28- to 

36,000 GOR a day. I'm not s u r e i f I ' v e got t o t a l 

volumes t h a t have been produced. L e t ' s see i f I 

can l o c a t e t h a t . 

Anyhow, the p o i n t would be t h a t they 

would have more gas t h a t would have to be made 

up, and the w e l l would have to be shut i n l o n g e r . 

EXAMINER STOGNER: E s s e n t i a l l y , they 

would shut t h a t i n to make up a n y - - i s i t a c c r u e d 

o v e r p r o d u c t i o n a t t h i s time i n the c a s i n g h e a d 

gas? 
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MR. STAMETS: I t would be v e r y 

q u i c k l y . The way the system i s d e s i g n e d to work, 

any time the w e l l i s one month overproduced on 

i t s c a s i n g h e a d gas a l l o w a b l e , i t ' s r e q u i r e d to be 

shut i n . The computer i s supposed to send out a 

not i c e . 

So, whatever i t i s , then they would 

have to shut the w e l l i n . 

EXAMINER STOGNER: For a p p r o x i m a t e l y 

how long? 

MR. STAMETS: Looks l i k e they had--

W e l l , l e t me do some c a l c u l a t i o n s . 

EXAMINER STOGNER: J u s t o f f the top of 

your head. 

MR. STAMETS: W e l l , hang on a minute. 

L e t me check, because I haven't done t h a t . I t 

loo k s l i k e a long time, i f I d i d t h i s r i g h t . 

MR. STOVALL: I s t h a t g e o l o g i c time, 

Mr. Stamets? 

MR. STAMETS: I t almost looks l i k e 

g e o l o g i c time h e r e . I t l o o k s to me as though f o r 

the month of January, the w e l l produced 

36,000--no, t h a t ' s the GOR. L e t ' s t r y about 33-, 

34,000 Mcf. And you get 2 0 0 0 - t o - l , so t h a t would 

be what? 214,000? And times 30, t h a t would be 
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6,420 f o r the month. 

I always have t r o u b l e w i t h my z e r o s on 

t h i s s t u f f . T h a t ' s why I t o l d them they needed 

an e n g i n e e r . 

MR. CARR: Mr. Stogner, do you want 

t h i s on the r e c o r d ? 

EXAMINER STOGNER: Oh, yeah, I k i n d of 

l i k e h i s c i p h e r i n g . I t sounds l i k e he's h a v i n g 

t r o u b l e w i t h h i s n o t s . 

MR. STAMETS: L e t me see i f my 

c a l c u l a t o r has warmed up enough. The l a s t time I 

t r i e d t h i s , i t wouldn't c a l c u l a t e . 

EXAMINER STOGNER: T h i s reminds me of 

when J e t h r o Bodine used to have to f i g u r e on the 

B e v e r l y H i l l b i l l i e s . 

MR. STAMETS: See i f the e n g i n e e r s 

t h i n k I'm r i g h t . I f you have 2,000 c u b i c f e e t 

per b a r r e l , t h a t t r a n s l a t e s i n t o 214,000 a day at 

107? Times 30 days. That e q u a l s 6420 Mcf. 

I f you look a t t h a t compared to 33, 

t h a t ' s about f o u r , f i v e times over? F i v e times 

what you would be a l l o w e d ? So, i t ' s a 

s u b s t a n t i a l amount. 

EXAMINER STOGNER: So i t would 

d e f i n i t e l y a f f e c t t h i s p a r t i c u l a r w e l l i n i t s 
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payout ? 

MR. STAMETS: Yeah, and t h a t ' s f o r only 

one month. T h a t ' s not even going back i n t o 

December. And here we a r e the middle of 

Fe b r u a r y , so i t has a s u b s t a n t i a l impact. 

EXAMINER STOGNER: Okay. I don't have 

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

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

our p r e s e n t a t i o n i n t h i s c a s e . We would r e q u e s t 

t h a t i t be c o n t i n u e d to the h e a r i n g on March 4th, 

i t ' s been a d v e r t i s e d f o r t h a t date, at which time 

we w i l l r e q u e s t t h a t the r e f e r e n c e s to the 

Paddock f o r m a t i o n be d i s m i s s e d and t h a t the c a s e 

be taken under advisement on the r e c o r d made here 

today. 

w i l l be c o n t i n u e d to the Examiner H e a r i n g 

s c h e d u l e d f o r March 4, 1993; and, at t h a t time, 

i t w i l l be taken under advisement. 

L e t ' s take about a 20-minute r e c e s s a t 

t h i s time. 

(And the p r o c e e d i n g s concluded.) 

EXAMINER STOGNER: So noted. T h i s c a s e 

i do hereby ceriiiv that the forsr.o'nc is 
a con-.;-. !<2<c rscorci of the proceedings in 
the fcxanwner hearing ofJ&ise No. J/94 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) s s 

COUNTY OF SANTA FE ) 

I , C a r l a Diane Rodriguez, C e r t i f i e d 

Court R e p o r t e r and Notary P u b l i c , HEREBY CERTIFY 

t h a t the f o r e g o i n g t r a n s c r i p t of p r o c e e d i n g s 

b e f o r e the O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d 

by me; t h a t I caused my no t e s to be t r a n s c r i b e d 

under my p e r s o n a l s u p e r v i s i o n ; and t h a t the 

f o r e g o i n g i s a t r u e and a c c u r a t e r e c o r d of the 

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

I FURTHER CERTIFY t h a t I am not a 

r e l a t i v e or employee of any of the p a r t i e s or 

a t t o r n e y s i n v o l v e d i n t h i s matter and t h a t I have 

no p e r s o n a l i n t e r e s t i n the f i n a l d i s p o s i t i o n of 

t h i s m atter. 

WITNESS MY HAND AND SEAL March 2, 1993. 

CARLA DIANE RODRIGUE 
CCR No. 4 
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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 CHUZA OPERATING 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: D a v i d R. C a t a n a c h , H e a r i n g Examiner 

March 4, 1993 

Santa Fe, New Mexico 

T h i s m a t t e r came on f o r h e a r i n g b e f o r e t h e 

O i l C o n s e r v a t i o n D i v i s i o n on March 4, 1993, a t 8:46 

a.m. a t t h e O i l C o n s e r v a t i o n D i v i s i o n C o n f e r e n c e Room, 

S t a t e Land O f f i c e B u i l d i n g , 310 O l d Santa Fe T r a i l , 

Santa Fe, New M e x i c o , b e f o r e Freda D o n i c a , RPR, 

C e r t i f i e d C o u r t R e p o r t e r No. 45, f o r t h e S t a t e o f New 

Mex i c o . 

CASE NO. 1 0 6 7 1 

iCML CONSERVATION DWISi! 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
G e n e r a l Counsel 
O i l C o n s e r v a t i o n Commission 
S t a t e Land O f f i c e B u i l d i n g 
310 O l d Santa Fe T r a i l 
S a nta Fe, New Mexico 87501 

FOR THE APPLICANT: CAMPBELL, CARR, 
BERGE & SHERIDAN 
110 N. Guadalupe S t r e e t 
Santa Fe, New Mexico 
BY: WILLIAM F. CARR, ESQUIRE 
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EXAMINER CATANACH: A t t h i s t i m e l e t me 

c a l l 1 0 6 7 1 . 

MR. STOVALL: A p p l i c a t i o n o f Chuza 

O p e r a t i n g f o r a p o o l c r e a t i o n and s p e c i a l p o o l r u l e s , 

Lea C o u n t y , New M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s 

i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Ex a m i n e r , my 

name i s W i l l i a m F. C a r r o f t h e Santa Fe law f i r m , 

C a m p b e l l , C a r r , Berge & S h e r i d a n . I r e p r e s e n t Chuza 

O p e r a t i n g . T h i s case was h e a r d on F e b r u a r y t h e 1 8 t h . 

P r i o r t o t h a t t i m e t h e r e was c o n f u s i o n as t o w h e t h e r 

o r n o t t h e c o m p l e t i o n i n t e r v a l i n t h e s u b j e c t w e l l was 

c o n f i n e d t o t h e B l i n e b r y . T h a t f o r m a t i o n e x t e n d s 

a b o u t a h u n d r e d f e e t above t h e B l i n e b r y m a r k e r . And 

a f t e r c o n s u l t a t i o n w i t h Mr. Ka u t z i n t h e Hobbs o f f i c e , 

i t was c o n c l u d e d t h a t t h e i n t e r v a l was c o m p l e t e d i n 

t h e B l i n e b r y , b u t we h a d n ' t g i v e n n o t i c e t h a t t h e new 

p o o l m i g h t a l s o i n c l u d e a p o r t i o n o f t h e Paddock. For 

t h a t r e a s o n , t h e r e c o r d was l e f t open u n t i l t h i s d a t e 

so t h a t a l l q u e s t i o n a b o u t t h e a d v e r t i s i n g o f t h e case 

c o u l d r u n i t s gamut, t h e 20-day p e r i o d o f t i m e c o u l d 

r u n . 

So a t t h i s t i m e we w o u l d r e q u e s t t h a t , i f 

t h e r e ' s no f u r t h e r t e s t i m o n y o r c o n c e r n f r o m any o t h e r 
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p a r t y , t h a t t h e case be t a k e n u n d e r a d v i s e m e n t and an 

o r d e r e n t e r e d on t h e F e b r u a r y 1 8 t h r e c o r d . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g 

a d d i t i o n a l t h a t we need t o t e l l t h e Examiner f r o m t h a t 

case? 

MR. CARR: Not t h a t I'm aware o f . 

EXAMINER CATANACH: Are t h e r e any 

a d d i t i o n a l a p p e a r a n c e s i n t h i s case a t t h i s t i m e ? 

T h ere b e i n g none, Case 10671 w i l l be t a k e n under 

a d v i sement. 

(The f o r e g o i n g h e a r i n g was a d j o u r n e d a t t h e 

a p p r o x i m a t e h o u r o f 8:50 a.m.) 

tdo hero;,), ce lify that the foregoing is 
a cornpleie record of the proceedings in 
the examiner hearing of Case No./<% 7/ 0 

neardby me on / /JBUeL Y i qV< 
i——-———— * * 

qz^wV' fiCJ^cu^L Examiner 
Oil Conservation Division 
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STATE OF NEW MEXICO ) 

COUNTY OF SANTA FE ) 

I , FREDA DONICA, RPR, a C e r t i f i e d C o u r t 

R e p o r t e r , DO HEREBY.« C*ERTI FY t h a t I s t e n o g r a p h i c a 11y 

r e p o r t e d t h e s e p r o c e e d i n g s b e f o r e t h e O i l C o n s e r v a t i o n 

D i v i s i o n ; and t h a t t h e f o r e g o i n g i s a t r u e , complete: 

and a c c u r a t e t r a n s c r i p t o f t h e p r o c e e d i n g s o f s a i d 

h e a r i n g as a p p e a r s f r o m my s t e n o g r a p h i c n o t e s so t a k e n 

and t r a n s c r i b e d u nder my p e r s o n a l s u p e r v i s i o n . 

employed by any o f t h e p a r t i e s h e r e t o , and have no 

i n t e r e s t i n t h e outcome h e r e o f . 

I FURTHER CERTIFY t h a t I am n o t r e l a t e d t o nor 

DATED a t Santa Fe, New M e x i c o , t h i s 2 6 t h 

day o f March, 1993. 

Freda Donica 
C e r t i f i e d C o u r t R e p o r t e r 
CCR No. 45 

CUMBRE COURT REPORTING 
(505) 984-2244 


