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June 3, 1993 
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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 June 3, 1993, 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 , S a n t a Fe, New 

M e x i c o , b e f o r e L i s a Danner-Suggs, C e r t i f i e d C o u r t 

R e p o r t e r No. 257, f o r t h e S t a t e o f New M e x i c o . 
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EXAMINER STOGNER: Let's go back on the 

r e c o r d and c a l l n e x t case 10736 w h i c h i s t h e 

a p p l i c a t i o n o f MW P e t r o l e u m C o r p o r a t i o n / A p a c h e 

C o r p o r a t i o n f o r an u n o r t h o d o x gas w e l l l o c a t i o n i n Eddy 

C o u n t y , New M e x i c o . 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 E x a m i 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 l a w f i r m 

C a m p b e l l , C a r r , B e r g e , and S h e r i d a n . I r e p r e s e n t MW 

P e t r o l e u m C o r p o r a t i o n / A p a c h e C o r p o r a t i o n i n t h i s c a s e . 

And I have one w i t n e s 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 i n t h i s m a t t e r ? 

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tom 

K e l l a h i n o f t h e Santa Fe l a w f i r m o f K e l l a h i n and 

K e l l a h i n a p p e a r i n g on b e h a l f o f M a r a t h o n O i l Company. I 

do n o t have any w i t n e s s e s . 

EXAMINER STOGNER: 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 p l e a s e s t a n d t o be sworn. 

( w i t n e s s sworn) 

CECI SEARLS LEONARD, 

t h e w i t n e s s h e r e i n , a f t e r h a v i n g f i r s t been d u l y sworn 

upon h e r 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 
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p l e a s e ? 

A. My name i s C e c i S e a r l s L e o n a r d . 

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

A. I l i v e i n H o u s t o n , Texas. 

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

c a p a c i t y ? 

A. I'm employed by Apache C o r p o r a t i o n as a 

s e n i o r s t a f f r e s e r v o i r e n g i n e e r . 

Q. What i s t h e r e l a t i o n s h i p o f Apache 

C o r p o r a t i o n t o MW P e t r o l e u m C o r p o r a t i o n ? 

A. MW P e t r o l e u m C o r p o r a t i o n i s a w h o l l y owned 

s u b s i d i a r y o f Apache a c q u i r e d f r o m Amoco. 

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. A t 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 w e r e . 

Q. A r e 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 MW P e t r o l e u m C o r p o r a t i o n / A p a c h e 

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

A. Yes, I am. 

Q. And have you made an e n g i n e e r i n g s t u d y o f 

t h e p o r t i o n o f t h e I n d i a n B a s i n Upper Penn gas p o o l 
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w h i c h i s t h e s u b j e c t o f t h i s a p p l i c a t i o n ? 

A. I have. 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER STOGNER: They a r e . 

Q. (BY MR. CARR) Ms. L e o n a r d , w o u l d you 

b r i e f l y summarize f o r Mr. S t o g n e r what you seek w i t h 

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

A. MW i s s e e k i n g a p p r o v a l by t h e NMOCD t o d r i l l 

an u n o r t h o d o x l o c a t i o n , i n s e c t i o n 35, t o w n s h i p 2 1 , 

s o u t h r a n g e , 23 e a s t . T h a t l o c a t i o n b e i n g 800 f e e t 

f r o m t h e w e s t and s o u t h l i n e s o f s e c t i o n 35. 

Q. What i s t h e name o f t h e p r o p o s e d w e l l ? 

A. The w e l l i s t h e F e d e r a l C #2. 

Q. And what a r e t h e p r i m a r y f o r m a t i o n s w h i c h 

you p r o j e c t i n t h e w e l l ? 

A. The Upper Penn and I n d i a n B a s i n f i e l d s . 

Q. And what a r e t h e c u r r e n t s p a c i n g r u l e s i n 

e f f e c t f o r t h i s gas f i e l d ? 

A. The f i e l d i s spaced on 640 a c r e s . The l e g a l 

s e t b a c k s a r e 1650 f r o m t h e u n i t b o u n d a r i e s . 

Q. So w i t h t h e l o c a t i o n 800 f e e t o u t o f t h e 

s o u t h and west l i n e , y o u ' r e e n c r o a c h i n g on t h e owners 

t o t h e s o u t h and west? 

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

MW/Apache E x h i b i t Number 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. E x h i b i t Number 1 i s a s t r u c t u r e map on t o p 

o f t h e Penn r e s e r v o i r . I t shows t h e e x i s t i n g w e l l on 

t h e s e c t i o n 35, t h e F e d e r a l C l e a s e , t h e Number 1 

W e l l . I t a l s o i n d i c a t e s a l l t h e p r o d u c i n g w e l l s and 

t h e w o r k i n g o p e r a t o r s o f t h o s e s e c t i o n s a d j a c e n t t o 

s e c t i o n 35. 

Q. T h i s e x h i b i t a l s o c o n t a i n s a t r a c e f o r a 

su b s e q u e n t c r o s s - s e c t i o n , does i t n o t ? 

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

Q. B a s i c a l l y , what i s t h e s l o p e o f t h e 

f o r m a t i o n i n t h i s a r ea? 

A. Up s t r u c t u r e i s t o w a r d s t h e w e s t and down 

s t r u c t u r e i s t o w a r d s t h e e a s t . 

Q. L e t ' s move t o E x h i b i t Number 2. Would you 

i d e n t i f y t h a t , p l e a s e ? 

A. E x h i b i t Number 2 i s a p r o d u c t i o n c u r v e o f 

t h e F e d e r a l C # 1 . The F e d e r a l C #1 was p r o d u c i n g 

a p p r o x i m a t e l y f i v e m i l l i o n a day f o r 1992 u n t i l w a t e r 

p r o d u c t i o n began i n O c t o b e r o f '92. P r o d u c t i o n has 
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s i n c e d e c l i n e d t o a c u r r e n t r a t e o f 1.9 m i l l i o n a day 

and w a t e r p r o d u c t i o n i s a t 600 b a r r e l s o f w a t e r a day. 

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

e x i s t i n g w e l l on t h e 640 a c r e u n i t ? 

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

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

t h i s f i e l d ? 

A. I t i s a t t h i s p o i n t r i g h t now. The r e i s 

l e s s p r e s s u r e i n t h e f i e l d and t h e w e l l s a r e a b l e t o 

t o l e r a t e much l e s s w a t e r t h a n t h e y have been i n t h e 

p a s t . 

Q. What i s t h e c u r r e n t p r o d u c i n g r a t e f o r t h e 

w e l l ? 

A. 1.9 m i l l i o n a day and 600 b a r r e l s o f w a t e r a 

day. 

Q. C o u l d you summarize f o r Mr. S t o g n e r how MW 

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

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

A. We i n t e n d t o a t t e m p t a w o r k o v e r i n t h e 

F e d e r a l C #1 t o s h u t o f f t h e w a t e r i n t h e F e d e r a l C 

# 1 . We f e e l t h a t t h a t i s a v e r y h i g h r i s k w o r k o v e r , 

v e r y l o w p r o b a b i l i t y o f s u c c e s s . I t i s p o s s i b l e t h a t 

d u r i n g t h a t w o r k o v e r a t t e m p t we w i l l l o s e t h e w e l l 

a l t o g e t h e r . 

W i t h t h i s a p p l i c a t i o n -- w i t h a p p r o v a l o f 
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1 t h i s a p p l i c a t i o n , we w i l l be i m m e d i a t e l y r e a d y t o d r i l l 

2 a r e p l a c e m e n t w e l l t o t h e F e d e r a l C # 1 . I n t h e e v e n t 

3 t h a t t h e w o r k o v e r i s s u c c e s s f u l , t h e n we w i l l s i m p l y 

4 p o s t p o n e d r i l l i n g o f t h e F e d e r a l C #2 u n t i l such t i m e 

5 as we need t o . I t i s n o t e x p e c t e d t h a t t h e w o r k o v e r 

6 w i l l have l o n g - t e r m s u c c e s s . G e n e r a l l y s p e a k i n g , i n 

7 t h i s r e s e r v o i r , t h e y do n o t . 

8 Q • When you say i f t h e w o r k o v e r i s s u c c e s s f u l , 

9 what w o u l d be a s u c c e s s f u l w o r k o v e r i n y o u r o p i n i o n ? 

10 A. R e s t o r i n g t h e w e l l t o a p p r o x i m a t e l y 4.5 

11 m i l l i o n a day. 

12 Q. You've i n d i c a t e d y ou b e l i e v e t h a t i s 

13 u n l i k e l y ? 

14 A. I b e l i e v e i t ' s u n l i k e l y , y e s . 

15 Q. How soon do you a n t i c i p a t e a t t e m p t i n g t h i s 

16 a c t u a l w o r k o v e r ? 

17 A. The l a t e s t , Monday o f n e x t week, June 7. 

18 Q. And i f a f t e r you work t h e w e l l o v e r , i t 

19 r e m a i n s a po o r p r o d u c e r , what w o u l d you p r o p o s e t o do? 

20 A. A f t e r d r i l l i n g a s u c c e s s f u l r e p l a c e m e n t 

2 1 w e l l , t h e F e d e r a l C #2, we w o u l d p r o p o s e t o abandon 

22 F e d e r a l C # 1 . 

23 Q. So a t no t i m e w o u l d you be p r o p o s i n g t h e 

24 s i m u l t a n e o u s d e d i c a t i o n o f w e l l s on t h i s s p a c i n g u n i t ? 

25 A. No. We w i l l n o t do t h a t . 
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Q. I n t e r m s o f e f f e c t i v e l y p r o d u c i n g t h e 

r e s e r v e s f r o m t h i s f i e l d , can you s i m p l y n o t p r o d u c e a 

s p a c i n g u n i t and s t i l l r e t u r n and r e c o v e r t h e r e s e r v e s ? 

A. No. T h i s i s a h i g h l y c o m p e t i t i v e 

r e s e r v o i r . And any r a t e t h a t you do n o t p r o d u c e , t h o s e 

a r e r e s e r v e s l o s t . So a t any p o i n t i n t i m e t h a t t h i s 

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

l e a s e . 

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

e n a b l e you t o a v o i d as much shutdown as p o s s i b l e ? 

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

Q. And i f you a r e p l a c e d i n a s i t u a t i o n where 

you have no w e l l on t h i s s p a c i n g u n i t c a p a b l e o f 

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

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

A. Yes, i t w o u l d . 

Q. L e t ' s move t o what has been marked MW/Apache 

E x h i b i t Number 3. And a g a i n , I w o u l d ask you t o 

i d e n t i f y t h i s and t h e n e x p l a i n what t h i s e x h i b i t shows 

t o t h e Examiner? 

A. T h i s e x h i b i t i s a p r o d u c t i o n l o g t h a t was 

r u n on t h e F e d e r a l C # 1 . The l o g was r u n i n e a r l y May 

of 1993. And t h e l o g was o u r a t t e m p t t o i d e n t i f y where 

t h e gas and where t h e w a t e r ' s b e i n g p r o d u c e d f r o m . 

Q. You a r e on E x h i b i t Number 3, t h e one w e l l 
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l o g . C o u l d you i d e n t i f y -- what i s t h e a r e a shaded i n 

b l u e ? What i s t h a t ? 

A. The a r e a shaded i n b l u e i s where we b e l i e v e 

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

i n t o t h e w e l l b o r e . T h a t i s based on t h e h o t gamma r a y 

t h a t y ou see o v e r on t h e l e f t - h a n d s i d e . And on t h e 

open h o l e l o g , t h a t i s v e r y , v e r y c l e a n d o l o m i t e . And 

t h e r e i s no h o t gamma r a y s i g n a t u r e l i k e y ou see on 

t h i s p a r t i c u l a r w e l l l o g . T h i s i s u s u a l l y i n d i c a t i v e 

o f w a t e r s h a v i n g f l o w n t h r o u g h t h a t r o c k . And we 

b e l i e v e t h a t ' s o u r s o u r c e o f w a t e r p r o d u c t i o n . 

Q. Now what i s t h e a r e a shaded i n red? 

A. The a r e a shaded i n r e d i s where we b e l i e v e 

most o f t h e gas i s e n t e r i n g i n t o t h e w e l l b o r e . T h i s i s 

t h e u p p e r s e t o f p e r f o r a t i o n s i n t h e w e l l . T h i s i s 

based upon t h e g r a d i e n t s . You w i l l n o t e t h a t t h e r e i s 

an a r r o w p o i n t i n g t o a l i n e t h a t says " w a t e r g r a d i e n t " 

k i n d o f on t h e r i g h t - h a n d s i d e o f t h e l o g . 

And t h a t i s s i m p l y i n d i c a t i n g t h a t i n t h e 

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

u n t i l t h e t i m e you h i t t h a t r e d shaded a r e a where you 

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

and t h a t ' s where we're s e e i n g a much l i g h t e r g r a d i e n t 

due t o gas e n t r y t o t h e w e l l b o r e . 

Q. And t h a t ' s a t a p p r o x i m a t e l y 7400 f e e t ? 
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A. T h a t ' s c o r r e c t . 

Q. And you have u t i l i z e d t h i s f i g u r e as a b a s i s 

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

A. T h a t ' s c o r r e c t . We a r e u s i n g 7400 f e e t o r 

sub C l e v e l o f a minus 3425 as o u r l o w e s t known gas. 

Q. L e t ' s go now t o t h e c r o s s - s e c t i o n . The 

t r a c e f o r t h e c r o s s - s e c t i o n i s on y o u r E x h i b i t Number 

1. And I w o u l d ask you t o 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. E x h i b i t 4 i s a n o r t h - s o u t h c r o s s - s e c t i o n 

A'-A p r i m e . The n o r t h w e l l i s t h e F e d e r a l C # 1 . On 

t h e r e y o u ' l l see c o l o r e d i n r e d , on t h e r i g h t - h a n d s i d e 

o f t h a t l o g , t h a t a r e a t h a t we b e l i e v e i s gas 

p r o d u c t i v e . And t h e n c o l o r e d i n b l u e i s t h a t a r e a t h a t 

we b e l i e v e t o be t h e s o u r c e o f w a t e r . And t h i s i s 

based on t h e p r o d u c t i o n l o g . A l s o on t h i s 

c r o s s - s e c t i o n , y o u ' l l see what we b e l i e v e t o be t h e 

g r o s s d o l o m i t e o r o r i g i n a l r e s e r v o i r and I n d i a n B a s i n 

P o o l , and t h a t ' s c o l o r e d p i n k . 

The l e f t - h a n d l o g i s t h e Chevron o p e r a t e d 

B o g l e f l a t s Number 1 o f w h i c h Apache does have a 20 

p e r c e n t w o r k i n g i n t e r e s t . And you w i l l see t h a t we 

b e l i e v e t h a t a l m o s t t h a t e n t i r e d o l o m i t e column i s gas 

f i l l e d i n t h e Chevron W e l l . I n t h e m i d d l e i s t h e t r a c e 

o f t h e p r o p o s e d F e d e r a l C #2. We're e x p e c t i n g a b o u t 
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150 f e e t o f g r o s s gas co l u m n . We w i l l a t t e m p t a 

c o m p l e t i o n i n t h e t o p o f t h i s Upper Penn p o o l . T h a t 

way we can s t a y away f r o m t h e w a t e r as much as 

p o s s i b l e . 

Q. How much h i g h e r do you t h i n k y o u ' l l be i n 

t h e p r o p o s e d l o c a t i o n t h a n i n t h e e x i s t i n g F e d e r a l C 

#1? 

A. We e x p e c t t o be a b o u t 70 f e e t h i g h t o t h e 

F e d e r a l C # 1 . 

Q. And t h e o b j e c t i v e i s t o s t a y away f r o m t h e 

w a t e r ? 

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

Q. Does MW/Apache recommend t h a t t h e p e n a l t y be 

imposed on t h i s w e l l i f i n f a c t t h e u n o r t h o d o x l o c a t i o n 

i s a p p r o v e d and t h e w e l l d r i l l e d ? 

A. Yes, we do. 

Q. C o u l d you r e f e r t o what has been marked as 

MW/Apache E x h i b i t Number 5 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 Number 5 i s t h e c a l c u l a t i o n o f t h e 

MW p r o p o s e d p e n a l t y f o r t h e F e d e r a l C #2. T h i s 

p r o p o s e d p e n a l t y i s 0.62 b u t i t i s t h e a v e r a g e o f t h r e e 

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

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

a c r e a g e o v e r t h e s p a c i n g u n i t , 640 a c r e s . 
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As I stated ea r l i e r , we believe that a l l 

t h a t a r e a up d i p o f -3425 i s gas b e a r i n g . T h a t i s on 

t h e s t r u c t u r e map. And t h a t i s 440 a c r e s . So 69 

p e r c e n t o f t h e s e c t i o n i s b e l i e v e d t o be gas 

p r o d u c t i v e . We a l s o used t h e two c i r c l e method. And 

where we t a k e a 440 a c r e c i r c l e , t h a t 440 a c r e b e i n g a 

p r o d u c t i v e a c r e a g e i n t h e u n i t . And we l o c a t e t h e 

c e n t e r o f t h e 440 a c r e c i r c l e a t t h e u n o r t h o d o x 

l o c a t i o n . We draw a n o t h e r 440 a c r e c i r c l e w i t h i t s 

c e n t e r a t t h e n e a r e s t l e g a l l o c a t i o n . And d e t e r m i n e 

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

a l s o be o u t s i d e t h e c e n t e r o f t h e 440 a c r e c i r c l e t h a t 

w o u l d be drawn a t t h e l e g a l l o c a t i o n . 

I n a p p r o x i m a t e l y 30 p e r c e n t o f t h e 440 a c r e 

a r e a c i r c l e a t t h e u n o r t h o d o x l o c a t i o n i s o u t s i d e o f 

t h e l e g a l l o c a t i o n c i r c l e . T h a t w o u l d mean t h a t 70 

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

c o r r e l a t i v e r i g h t s o f t h e gas u n i t . 

The f i n a l methods used t o come up w i t h t h e 

p e n a l t y f a c t o r i s what we c a l l t h e d i s t a n c e r a t i o 

method w h i c h i s s i m p l y t h e s e t b a c k t h a t we're a s k i n g 

f o r o v e r t h e l e g a l s e t b a c k . T h a t w o u l d be 800 f e e t 

d i v i d e d by 1650 f e e t . T h a t i s 48 p e r c e n t o f t h e 

d i s t a n c e . The a v e r a g e o f a l l t h r e e f a c t o r s i s 0.62. 

Q. Now t h i s 0.62, t h a t i s a p r o d u c t i o n f a c t o r 
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1 t h a t y o u ' r e recommending? 

2 A. Yes . 

3 Q. I s t h i s a p r o r a t e d p o o l ? 

4 A. T h i s i s a p r o r a t e d p o o l . 

5 Q. And you w o u l d a p p l y t h i s 0.62 f a c t o r t o be 

6 a l l o w a b l e f o r t h e w e l l ? 

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

8 Q. So you w o u l d be p r o d u c i n g 62 p e r c e n t o f t h e 

9 a l l o w a b l e ? 

10 A. Yes . 

11 Q. T h a t ' s what y o u ' r e recommending you w o u l d be 

12 a u t h o r i z e d t o do? 

13 A. Yes . 

14 Q. Now, t h e o f f s e t t i n g o p e r a t o r s t o w a r d s whom 

15 you a r e movi n g t h i s w e l l a r e who? 

16 A. They a r e Oryx t o t h e s o u t h , M a r a t h o n t o t h e 

17 w e s t , and t h e n Chevron t o t h e s o u t h and w e s t . 

18 Q. Have you r e v i e w e d t h i s p r o p o s a l w h i c h each 

19 o f t h e o f f s e t t i n g o p e r a t o r s ? 

20 A. On a number o f o c c a s i o n s . 

21 Q. And have you r e v i e w e d t h i s p r o p o s e d p e n a l t y 

22 w i t h each o f t h o s e o p e r a t o r s ? 

23 A. Yes, s i r . 

24 Q. What i s t h e s t a t u s o f t h e r e l a t i o n s h i p w i t h 

25 Oryx ? 
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A. We have a waiver l e t t e r from Oryx i n which 

t h e y a g r e e t o d r i l l i n g o f t h e u n o r t h o d o x l o c a t i o n and 

t h e p e n a l t y f a c t o r o f 0.62 and t h e a c r e a g e f a c t o r o f 

0.62. 

Q. And what a b o u t Chevron? 

A. We a l s o have t h e same -- a s i m i l a r w a i v e r 

l e t t e r s i g n e d by Chevro n . 

Q. And what i s y o u r r e l a t i o n s h i p as you 

u n d e r s t a n d i t a t t h i s t i m e w i t h M arathon? 

A. I l a s t d i s c u s s e d t h e w e l l and t h e a c r e a g e 

f a c t o r w i t h M a r a t h o n on June 1 s t . And t h e y s t a t e d t h a t 

a l t h o u g h t h e y w o u l d n o t oppose t h e w e l l o r t h e a c r e a g e 

f a c t o r t h a t we're a s k i n g f o r , t h a t t h e y w o u l d make an 

ap p e a r a n c e b e f o r e t h e NMOCD. 

Q. And who d i d you t a l k t o w i t h M a r a t hon? 

A. I t a l k e d t o Dave P e t r o . 

Q. T h a t was Monday o f t h i s week? 

A. T h a t was Tuesday. 

Q. Now MW/Apache has d r i l l e d w e l l s i n t h i s gas 

p o o l a t u n o r t h o d o x l o c a t i o n s i n t h e p a s t , have t h e y 

n o t ? 

A. Yes, we have. 

Q. What were t h e names o f t h o s e w e l l s ? 

A. The S m i t h - G i r d l e Gas Com #2 and t h e HOC #2. 

Q. Were p e n a l t i e s imposed on t h e p r o d u c i n g 
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c a p a b i l i t y o f each o f t h o s e w e l l s ? 

A. Yes. 

Q. And i s t h e p e n a l t y f o r m u l a o r p r o p o s a l t h a t 

y o u ' r e p r e s e n t i n g h e r e t o d a y t h e same f o r m u l a t h a t was 

used i n i m p o s i n g t h e p e n a l t y on each o f t h o s e w e l l s ? 

A. Yes, i t i s . 

Q. What i s t h e s t a t u s o f each o f t h o s e w e l l s a t 

t h i s t i m e ? 

A. B o t h o f t h o s e w e l l s a r e c u r r e n t l y 

t e m p o r a r i l y abandoned. 

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

MW/Apache E x h i b i t Number 6? 

A. T h a t ' s t h e w a i v e r l e t t e r t h a t C hevron s i g n e d 

a g r e e i n g t o b o t h t h e d r i l l i n g o f t h e w e l l and t h e 

p e n a l t y f a c t o r . 

Q. And t h e n a t t a c h e d t o t h a t i s a l s o t h e Oryx 

w a i v e r l e t t e r ? 

A. Yes, t h a t ' s c o r r e c t . 

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

a l l o f f s e t t i n g o p e r a t o r s ? 

A. Yes, s i r . 

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

MW E x h i b i t Number 7? 

A. MW's E x h i b i t Number 7 i s t h e n o t i c e o f 

h e a r i n g t h a t I m a i l e d t o a l l -- a c t u a l l y I m a i l e d i t 
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t o a l l t h e w o r k i n g i n t e r e s t o w ners. 

Q. T h i s l e t t e r i s a c t u a l l y a d d r e s s e d t o Oryx? 

A. Yes. 

Q. The same l e t t e r went t o a l l o f f s e t t i n g 

o p e r a t o r s ? 

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

Q. Are r e t u r n r e c e i p t s a t t a c h e d t o t h i s E x h i b i t 

7 o r c o p i e s o f t h e r e t u r n r e c e i p t s shown t o i n d i c a t e 

t h a t i n f a c t t h e n o t i c e l e t t e r was r e c e i v e d ? 

A. Yes, s i r . 

Q. Why i s Kerr-McGee C o r p o r a t i o n a l s o i n c l u d e d ? 

A. Kerr-McGee i s a w o r k i n g i n t e r e s t owner i n 

t h e M a r a t h o n o p e r a t e d w e l l . 

Q. Have you p r o v i d e d n o t i c e t o a l l o p e r a t o r s 

and w o r k i n g i n t e r e s t owners o f o f f s e t t i n g ? 

A. Yes, I have. 

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 i s 

a p p l i c a t i o n and t h e i m p o s i t i o n o f t h e p e n a l t y t h a t you 

have recommended 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 p r e v e n t i o n o f w a s t e s 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. Yes, I b e l i e v e t h a t t h a t ' s c o r r e c t . 

Q. Were e x h i b i t s 1 t h r o u g h 7 p r e p a r e d by you o r 

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

A. Yes, t h e y w e r e . 
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MR. CARR: Mr. S t o g n e r , a t t h i s t i m e we 

w o u l d move t h e a d m i s s i o n o f MW/Apache 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 . 

MR. CARR: And t h a t 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 Ms. L e o n a r d . 

EXAMINER STOGNER: Your d i s c u s s i o n s w i t h t h e 

o f f s e t s -- i n f a c t , you even m e n t i o n e d t h a t you had 

been i n c o m m u n i c a t i o n w i t h t h e o f f s e t f o r q u i t e some 

t i m e -- was t h i s p e n a l t y o r t h i s assessment o f t h i s 

p e n a l t y on v o l u n t a r y b a s i s d i s c u s s e d w i t h them and were 

t h e y a c c e p t a n t o f i t ? 

THE WITNESS: We d i s c u s s e d i t on numerous 

o c c a s i o n s . O r i g i n a l l y , I p r o p o s e d an a c r e a g e f a c t o r o f 

0.68 and I was d i s a g r e e d w i t h on t h a t a c r e a g e f a c t o r . 

We d i s c u s s e d i n p r i n c i p l e , what we c o u l d a l l a g r e e 

w i t h . And we a g r e e d t o t h e 0.62. O r i g i n a l l y , I t o o k 

t h a t h i g h e s t known w a t e r and used a l l t h e a r e a up d i p 

o f t h a t as t h e p r o d u c t i v e a c r e a g e . 

EXAMINER STOGNER: And t h a t was o b v i o u s l y 

s a t i s f a c t o r y t o t h e o f f s e t s s i n c e t h e y ' r e n o t h e r e 

o b j e c t i n g t o d a y . 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: Now t h e 0.62 a c r e a g e 
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f a c t o r a l l o w a b l e w o u l d go i n t o e f f e c t when t h e C #2 

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

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: S h o u l d t h e s u c c e s s f u l 

r e c o m p l e t i o n o f t h e Number 1 W e l l , t h a t w o u l d be 

c a r r i e d on t h e books as 100 p e r c e n t o r a z e r o f a c t o r 

one ? 

THE WITNESS: Yes s i r . 

EXAMINER STOGNER: When you s a i d r e c o m p l e t e 

t h e Number 1, what does Apache p r o p o s e t o do o r t r y t o 

do t o t h e Number 1? 

THE WITNESS: I f y o u ' l l t u r n t o o u r E x h i b i t 

Number 3 w h i c h i s t h e p r o d u c t i o n l o g , i n t h a t c e n t e r 

t r a c t y o u ' l l see t h e p e r f o r a t i o n marks. And t h e y a r e 

d e n o t e d by l i k e a d a r k b l a c k l i n e . You've g o t i t r i g h t 

t h e r e . I t ' s t h e p r o d u c t i o n l o g . 

R i g h t a t 7400 f e e t , y o u ' l l see t h a t t h e r e ' s 

a gap between t h e two p e r f o r a t i o n i n t e r v a l s . We i n t e n d 

t o r u n i n t h e r e w i t h t h r e e t u b i n g b r i d g e p l u g s , cap i t 

w i t h cement and a t t e m p t t o j u s t p r o d u c e f r o m t h e u p p e r 

s e t o f p e r f o r a t i o n s . 

EXAMINER STOGNER: W i t h y o u r k n o w l e d g e o f 

t h e a r e a , s h o u l d t h i s be s u c c e s s f u l , how l o n g do you 

t h i n k i t w i l l be b e f o r e t h o s e p e r f o r a t i o n s i n t h e 

r e c o m p l e t i o n s w o u l d e x p e r i e n c e w a t e r ? 
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THE WITNESS: P e r s o n a l l y , I d o n ' t t h i n k i t 

w o u l d t a k e v e r y l o n g , p r o b a b l y s i x months o r l e s s . The 

w e l l was cemented w i t h v e r y l i t t l e cement. I t was a c i d 

s t i m u l a t e d p r e t t y s a t i s f a c t o r i l y upon c o m p l e t i o n . I 

d o n ' t t h i n k we've g o t good i s o l a t i o n i n t e r m s o f — 

between t h o s e t wo s e t s o f p e r f o r a t i o n s b e h i n d p i p e . 

T h i s i s one p o r o u s zone, so I t h i n k w i t h i n 

t h e r e s e r v o i r i t s e l f o r b e h i n d p i p e we're g o i n g t o see 

t h e w a t e r j u s t e n c r o a c h upon t h e u p p e r s e t o f 

p e r f o r a t i o n s . 

EXAMINER STOGNER: S h o u l d t h e r e be a t i m e 

l i m i t on t h i s a u t h o r i z a t i o n ? 

THE WITNESS: I c o u l d c e r t a i n l y see t h e need 

f o r t h a t . I n t e r m s o f t h e p e n a l t y f a c t o r o r t h e 

a c r e a g e f a c t o r . 

EXAMINER STOGNER: Was t h i s d i s c u s s e d w i t h 

t h e o f f s e t s . 

THE WITNESS: No, s i r i t w a s n ' t . 

EXAMINER STOGNER: You have a n y t h i n g f u r t h e r 

Mr. C a r r ? 

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

EXAMINER STOGNER: I have no o t h e r q u e s t i o n s 

o f Ms. L e o n a r d . You may be e x c u s e d . I'm s o r r y . Mr. 

K e l l a h i n ? 

MR. KELLAHIN: I have no q u e s t i o n s o f t h e 
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w i t n e s s , , Mr. Ex a m i n e r . 

EXAMINER STOGNER: A r e you s u r e ? 

MR. KELLAHIN: Yes. I ' v e been t o l d n o t t o 

q u e s t i o n t h e w i t n e s s . 

EXAMINER STOGNER: F i n e . I s t h e r e a n y t h i n g 

f u r t h e r , , Mr. C a r r ? Or w o u l d you a l l l i k e some c l o s i n g 

a r g u m e n t s ? 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , I 

b e l i e v e Mr. K e l l a h i n has a s t a t e m e n t t o p r e s e n t on 

b e h a l f o f M a r a t h o n . 

EXAMINER STOGNER: Mr. K e l l a h i n ? 

MR. KELLAHIN: Mr. E x a m i n e r , M a r a t h o n has 

asked me t o d e l i v e r t h e i r s t a t e m e n t t o you t h i s 

m o r n i n g . R a t h e r t h a n r e a d i t t o y o u , I have c o p i e s o f 

i t . I ' v e g i v e n Mr. C a r r a copy a l r e a d y . I w o u l d l i k e , 

w i t h y o u r p e r m i s s i o n , t o have t h e c o u r t r e p o r t e r s i m p l y 

t y p e i t i n t o t h e t r a n s c r i p t as M a r a t h o n ' s c l o s i n g 

p o s i t i o n . I t e x p r e s s e s t h e i r p o s i t i o n w i t h r e g a r d s t o 

t h e p e n a l t y . And I s u b m i t i t t o you f o r y o u r 

c o n s i d e r a t i o n . 

MR. CARR: We have no o b j e c t i o n t o i t b e i n g 

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

EXAMINER STOGNER: And so i t s h a l l be 

i n c l u d e d : 
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MARATHON OIL COMPANY STATEMENT OF POSITION 
CASE NUMBER 10736 BEFORE THE NEW MEXICO OIL 
CONSERVATION COMMISSION 
APACHE WELL FEDERAL C #2 

UNORTHODOX WELL HEARING, JUNE 3, 1993 

Ma r a t h o n i s one o f s e v e r a l m a j o r o p e r a t o r s 

i n I n d i a n B a s i n F i e l d . P r o d u c t i o n i s p r i m a r i l y f r o m 

t h e Upper Penn R e s e r v o i r w h i c h i s b e s t c l a s s i f i e d as a 

m a t u r e w a t e r d r i v e s y s t e m . A p p r o x i m a t e l y 30 p e r c e n t o f 

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

a q u i f e r i n f l u x . 

M a r a t h o n O i l Company s u p p o r t s management 

p r a c t i c e s t o a s s u r e maximum r e c o v e r y o f gas f r o m t h e 

Upper Penn R e s e r v o i r i n I n d i a n B a s i n F i e l d . M a r a t h o n 

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

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

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

d a t e have been u n s u c c e s s f u l . S h o r t o f u n i t i z a t i o n , 

r e c o v e r i e s can be m a x i m i z e d t h r o u g h peak 

d e l i v e r a b i l i t i e s f r o m l e a s e s l o c a t e d n e a r t h e c u r r e n t 

g a s - w a t e r c o n t a c t , such as t h e F e d e r a l "C" Lease. 

C o r r e l a t i v e r i g h t s f o r a l l l e a s e s must be 

p r o t e c t e d . The c u r r e n t h e a r i n g on t h e Apache 

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

l e a s e owners a r e g i v e n t h e o p p o r t u n i t y t o v o i c e t h e i r 

o p i n i o n on t h e d r i l l i n g o f t h i s u n o r t h o d o x w e l l . 

M a r a t h o n , a t t h i s t i m e , does n o t know i f t h e c u r r e n t 
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1 b a s i s f o r s e t t i n g a c r e a g e f a c t o r s u s i n g t h e t h r e e 

2 common c a l c u l a t i o n methods i s t h e most a c c u r a t e and 

3 r e p r e s e n t s t h e b e s t means f o r p r o t e c t i n g c o r r e l a t i v e 

4 r i g h t s . M a r a t h o n i s e v a l u a t i n g o t h e r a l t e r n a t i v e s t h a t 

5 may p r o t e c t c o r r e l a t i v e r i g h t s f o r a l l l e a s e s t o a 

6 g r e a t e r d e g r e e o f a c c u r a c y . 

7 MR. KELLAHIN: T h a t c o m p l e t e s what I had, 

8 Mr. Ex a m i n e r . 

9 EXAMINER STOGNER: T h i s a p p e a r s t o be a copy 

10 o f a f a x ; i s t h a t c o r r e c t , Mr. K e l l a h i n ? 

11 MR. KELLAHIN: Yes, s i r . 

12 EXAMINER STOGNER: Dated t o d a y , and -- oh, 

13 i t was s e n t h e r e a t o u r f a x number. 

14 EXAMINER STOGNER: Yes, s i r . I t was v e r y 

15 k i n d o f you t o r e c e i v e i t . 

16 EXAMINER STOGNER: You a r e welcome f o r t h e 

17 u t i l i z a t i o n o f o u r f a x mach i n e , Mr. K e l l a h i n . I s t h e r e 

18 a n y t h i n g f u r t h e r i n t h i s case? 

19 MR. CARR: N o t h i n g f u r t h e r , Mr. E x a m i n e r . 

20 EXAMINER STOGNER: Case 10736 w i l l be t a k e n 

21 u n d e r a d v i s e m e n t . 

1 do hereby c---Nf ?hat the foregoing is 
2 2 a complex rco* - o: r>-e nrcc ladings in 

the Examiner hearing of Case No. /O/Jfa 
2 3 heard by mv&h.J' jZ*>,: . 1 ^IS—' 
2 4 ., Examiner 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 

) S S . 

COUNTY OF SANTA FE ) 

I , L i s a Danner-Suggs, C e r t i f i e d C o u r t 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t I 

ca u s e d rny n o t e s t o be t r a n s c r i b e d u n d e r 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 f o r e g o i n g t r a n s c r i p t i s a 

t r u e and a c c u r a t e r e c o r d 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 . 

I FURTHER CERTIFY t h a t I am n o t a r e l a t i v e 

o r employee o f any o f t h e p a r t i e s o r a t t o r n e y s i n v o l v e d 

i n t h i s m a t t e r 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 

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

WITNESS MY HAND AND SEAL, June 14, 1993. 

LISA DANNER-SUGGS 
CCR No. 257 
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