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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCE DEPARTMENT 

OIL CONSERVATION DIVISION 

1 

IN THE MATTER OF: 
APPLICATION OF UNION OIL COMPANY OF 
CALIFORNIA FOR DETERMINATION OF 
PERMANENT ALLOCATION OF DOWNHOLE 
COMMINGLED PRODUCTION AND FOR THE 
AMENDMENT OF DIVISION ORDER NO. R-6375, 
AS AMENDED, RIO ARRIBA COUNTY, NEW 
MEXICO 

CASE NO. 10155 

EXAMI^NER_HEARI_NG 

BEFORE: DAVID R. CATANACH, Examiner 

November 14, 1990 
10:45 a.m. 

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 the O i l 
C o n s e r v a t i o n D i v i s i o n on November 14, 1990, a t 10:45 a.m. 
a t the O i l C o n s e r v a t i o n Conference Room, S t a t e Land O f f i c e 
B u i l d i n g , 310 Old Santa Fe T r a i l , Santa Fe, New Mexico, 
b e f o r e Susan G. Ptacek, a C e r t i f i e d Shorthand R e p o r t e r No. 
124 and N o t a r y P u b l i c i n and f o r t h e County of Santa Fe, 
S t a t e o f New Mexico. 

FOR: OIL CONSERVATION BY: 
DIVISION 

SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
CSR No. 1224 
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I N D E X 

November 14, 1990 
Examiner H e a r i n g 
Case No. 10155 

APPEARANCES 

APPLICANT'S WITNESS: 

BILL HERING 
D i r e c t E x a m i n a t i o n by Mr. Carr 
E x a m i n a t i o n by Examiner Catanach 
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A P P E A R A N C E S 

FOR THE DIVISION: ROBERT G. STOVALL, ESQ. 
General Counsel 
O i l C o n s e r v a t i o n D i v i s i o n 
S t a t e Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: CAMPBELL & BLACK, P.A. 
A t t o r n e y s a t Law 
BY: WILLIAM F. CARR, ESQ. 
110 N o r t h Guadalupe 
Santa Fe, New Mexico 87501 

FOR EL PASO NATURAL 
GAS COMPANY: 

MONTGOMERY & ANDREWS. P.A. 
A t t o r n e y s a t Law 
BY: W. PERRY PEARCE, ESQ. 
325 Paseo de P e r a l t a 
Santa Fe, New Mexico 87501 
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EXAMINER CATANACH: At t h i s t i m e we w i l l c a l l Case 

10155. 

MR. STOVALL: A p p l i c a t i o n of Union O i l Company of 

C a l i f o r n i a f o r the d e t e r m i n a t i o n of permanent a l l o c a t i o n of 

downhole commingling and f o r the amendment of D i v i s i o n 

Order R-6375, as amended, Rio A r r i b a County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances i n t h i s 

case? 

MR. CARR: May i t ple a s e the examiner, my name i s 

W i l l i a m F. Carr , w i t h t he law f i r m Campbell & B l a c k , P.A. 

of Santa Fe. We r e p r e s e n t t he Union O i l Company o f 

C a l i f o r n i a , and I have one w i t n e s s . 

EXAMINER CATANACH: Are t h e r e o t h e r appearances? 

MR. PEARCE: May i t ple a s e the examiner, I am W. Perry 

Pearce, Santa Fe o f f i c e o f the law f i r m Montgomery & 

Andrews, a p p e a r i n g i n t h i s m a t t e r on b e h a l f of El Paso 

N a t u r a l Gas Company. I do n o t have a w i t n e s s . 

EXAMINER CATANACH: Any o t h e r appearances? 

W i l l the w i t n e s s p l e a s e s t a n d and be sworn i n ? 

BILL HERING, 

the Witness h e r e i n , h a v i n g been f i r s t d u l y sworn, 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 your f u l l name and p l a c e of 

HUNNICUTT REPORTING 
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r e s i d e n c e ? 

A. My name i s B i l l H e r i n g , and I l i v e i n 

Fa r m i n g t o n , New Mexico. 

Q. Mr. H e r i n g , by whom are you employed and i n what 

capac i t y ? 

A. I'm c u r r e n t l y employed by Union O i l Company of 

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

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 New 

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

A. No, I hav e n ' t . 

Q. Would you b r i e f l y summarize your e d u c a t i o n a l 

background f o r Mr., Catanach? 

A. I r e c e i v e d a degree i n 1978 i n g e o l o g i c a l 

e n g i n e e r i n g , a b a c h e l o r ' s degree, from the Colorado School 

of Mines. 

Q. And s i n c e t h a t t i me by whom have you been 

employed? 

A. I've be employed by Union O i l Company o f 

C a l i f o r n i a . 

Q. I n what p o s i t i o n s ? What p o s i t i o n s have you h e l d 

w h i l e w i t h Unocal? 

A. B e g i n n i n g i n 1978 I was w o r k i n g as a g e o l o g i c a l 

e n g i n e e r up t h r o u g h 1982. Since 1983 t o the p r e s e n t I have 

be w o r k i n g as a p e t r o l e u m e n g i n e e r and my e x p e r i e n c e has 

been i n Montana, Wyoming, Colorado and New Mexico. 
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Q. How l o n g have you been i n the Farmington o f f i c e ? 

A. I've been i n the Farmington o f f i c e f o r 

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

Q. Does your g e o g r a p h i c area of r e s p o n s i b i l i t y 

i n c l u d e s u p e r v i s i o n o f the Rincon U n i t ? 

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 case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the Rincon U n i t W e l l No. 

164? 

A. Yes. 

MR. CARR: We t e n d e r Mr. H e r i n g as an e x p e r t w i t n e s s 

i n p e t r o l e u m e n g i n e e r i n g . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. C a r r ) Mr. H e r i n g , would you b r i e f l y 

s t a t e what Unocal seeks t o a c c o m p l i s h w i t h t h i s h e a r i n g 

today? 

A. Unocal seeks t o r e c e i v e an o r d e r r e g a r d i n g the 

r e a l l o c a t i o n of Dakota and G a l l u p f o r m a t i o n p r o d u c t i o n i n 

Rincon U n i t No. 164, which was approved f o r downhole 

commingling i n 1980. 

Q. That was by Order NO. R-6375? 

A. That's c o r r e c t . 

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

A. Yes. 

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

Unocal E x h i b i t No. 1, i d e n t i f y t h a t e x h i b i t and re v i e w i t 

f o r t he examiner? 

A. E x h i b i t 1 i s a l o c a t i o n map and on t h i s map you 

w i l l see a dash l i n e which r e p r e s e n t s t he o u t l i n e of the 

Rincon U n i t . I t i s a F e d e r a l U n i t l o c a t e d i n Rio A r r i b a 

County, New Mexico. Shown i n the b l a c k s o l i d l i n e i s an 

o u t l i n e o f the Dakota p a r t i c i p a t i n g a r e a . Might a l s o 

m e ntion t h a t t h i s u n i t l i e s e n t i r e l y w i t h i n the 

Basin-Dakota P o o l . Shown i n the hashed l i n e s i s the 

L a r g o - G a l l u p P o o l , and the d o t t e d l i n e s o u t l y i n g the 

320-acre p r o r a t i o n u n i t on which the Rincon U n i t 164 i s 

l o c a t e d , t h e r e are t h r e e o t h e r w e l l s i n the p o o l o u t s i d e of 

the Rincon U n i t 164 t h a t are a l s o commingled i n the Dakota 

and t h e G a l l u p , and those are the L i n d r i t h 13, 14 and 24 

w e l l s . 

Q. Those are i n the L a r g o - G a l l u p Pool? 

A. That's c o r r e c t . 

Q. The Rincon U n i t 16 4 w e l l i s not w i t h i n the 

p o o l i n g b u t w i t h i n a m i l e of the p o o l b o u n d a r i e s ; i s t h a t 

c o r r e c t ? 

A. That's c o r r e c t . 

Q. Are the; re s p e c i a l r u l e s i n e f f e c t f o r the 

HUNNICUTT REPORTING 
(505) 982-9770 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

L a r g o - G a l l u p Pool? 

A. I t i s spaced 320 a c r e s . 

Q. A n y t h i n g f u r t h e r w i t h E x h i b i t No. 1? 

A. No. 

Q. L e t ' s go t o E x h i b i t No. 2 and I ask you t o 

i d e n t i f y and r e v i e w t h i s f o r Mr. Catanach. 

A. E x h i b i t . 2 i s a w e l l bore schematic. On the l e f t 

i s shown c u r r e n t and normal o p e r a t i o n s o f the w e l l . The 

G a l l u p i s l o c a t e d a t a depth from 6211 t o 6562, and the 

Dakota from 7050 t o 7254. On the r i g h t i s the 

c o n f i g u r a t i o n of the w e l l d u r i n g a February 1990 t e s t , and 

I w i l l be g e t t i n g i n t o more d e t a i l on t h a t l a t e r . 

Q. I ' d l i k e you now t o r e v i e w the events which have 

r e s u l t e d i n t h i s m a t t e r coming f o r h e a r i n g t o d a y . You may 

want t o s t a r t by r e f e r r i n g t o E x h i b i t No. 3; and i f you 

c o u l d j u s t c h r o n o l o g i c a l l y summarize f o r Mr. Catanach how 

we appear t o get here today? 

A. Okay. E x h i b i t No. 3 i s the o r d e r from the 

d i v i s i o n t h a t a l l o w e d downhole co m m i n g l i n g , and t h a t o rder 

was i s s u e d i n June of 1980. On the second page of the 

o r d e r , you w i l l see t h a t under i t e m No. 2 t h a t the 

a p p l i c a n t s h a l l c o n s u l t w i t h the s u p e r v i s o r i n the Aztec 

d i s t r i c t o f f i c e o f the d i v i s i o n and de t e r m i n e an a l l o c a t i o n 

f o r m u l a f o r the a l l o c a t i o n of p r o d u c t i o n t o each zone i n 

the s u b j e c t w e l l . 
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R e f e r r i n g now t o E x h i b i t No. 4, t h i s l e t t e r 

r e p r e s e n t s the a l l o c a t i o n f o r m u l a t h a t was proposed by 

Frank Chavez, the d i s t r i c t s u p e r v i s o r , i n the Aztec o f f i c e . 

Q. When d i d you Unocal -- t h i s i s a l l an 

a p p l i c a t i o n of E l Paso N a t u r a l Gas Company. When d i d 

Unocal take over o p e r a t i o n o f t h i s w e l l ? 

A. Unocal took over o p e r a t i o n s i n May o f 1986 of 

the e n t i r e Rincon U n i t . 

Q. Then can you e x p l a i n what happened when you were 

r e v i e w i n g t he i n f o r m a t i o n on t h i s p a r t i c u l a r w e l l ? 

A. I n l a t e 1987 we d i s c o v e r e d t h a t t h e r e was a 

d i s c r e p a n c y between the p r o d u c t i o n a l l o c a t i o n f o r m u l a and 

the way t h a t — and the p r o d u c t i o n t h a t was b e i n g r e p o r t e d 

t o us on the monthly gas volume s t a t e m e n t s s u p p l i e d t o us 

by E l Paso N a t u r a l Gas Company. 

Q. What d i d you do a t t h a t time? 

A. We n o t i f i e d E l Paso o f the d i s c r e p a n c y and si n c e 

January of 1988 p r o d u c t i o n has been s p l i t i n accordance 

w i t h t he o r d e r . 

Q. A l l funds a t t r i b u t a b l e t o p r o d u c t i o n from t h i s 

w e l l have been p l a c e d i n suspense? 

A. That's c o r r e c t . At the time we d i s c o v e r e d the 

problem, we p l a c e d a l l payments t o o v e r r i d i n g r o y a l t y 

owners and t o w o r k i n g i n t e r e s t owners i n suspense. We have 

been p a y i n g r o y a l t y t o the s t a t e d u r i n g t h i s time p e r i o d . 
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Q. Since t h i s time have you been a t t e m p t i n g t o 

r e c o n c i l e numbers c o n c e r n i n g the p r o d u c t i o n from t h i s 

p a r t i c u l a r w e l l ? 

A. Yes. We've been i n tou c h w i t h E l Paso N a t u r a l 

Gas Company, the p r i o r o p e r a t o r , r e q u e s t i n g i n f o r m a t i o n f o r 

the t i m e p e r i o d p r i o r t o us t a k i n g o p e r a t o r s h i p , and we 

haven't been a b l e t o secure documents. El Paso has 

i n f o r m e d us t h a t t h e y have made payments c o r r e c t l y . 

However, we are n o t ab l e t o v e r i f y t h a t a t t h i s p o i n t i n 

t i me . 

Q. Since you took over o p e r a t i o n s i n 1986, do you 

have i n f o r m a t i o n from which you can de t e r m i n e how 

p r o d u c t i o n has been a l l o c a t e d and how i t s h o u l d be 

a l l o c a t e d ? I'm t a l k i n g now j u s t about the time p e r i o d 

s i n c e Unocal took over o p e r a t i o n o f the w e l l . 

A. Yes, as I mentioned the i n f o r m a t i o n has now been 

s u p p l i e d c o r r e c t l y t o us on the monthly gas volume 

s t a t e m e n t s t h a t we are r e c e i v i n g from E l Paso. 

Q. Why are you b r i n g i n g t h i s m a t t e r t o h e a r i n g ? 

A. W e l l , cur main concern i s the f a c t t h a t we are 

the o p e r a t o r o f the Rincon U n i t , and i t ' s incumbent upon us 

t o s o r t t h i s o u t . We are w a n t i n g t o p r o v i d e t h i s 

i n f o r m a t i o n p u b l i c l y t o our r o y a l t y owners. We have 

n o t i f i e d them by m a i l , and a l s o t o our w o r k i n g i n t e r e s t 

owners. Our i n t e n t i s t o c o r r e c t the s p l i t back t o May of 
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1986 when we assumed o p e r a t o r s h i p o f the u n i t ; b ut as I 

mentioned e a r l i e r , we don't have i n f o r m a t i o n f o r the time 

p e r i o d p r i o r . 

Q. L e t ' s go down t o what i s marked as Unocal 

E x h i b i t No. 5. I would ask you t o i d e n t i f y t h a t and review 

i t f o r Mr. Catanach? 

A. E x h i b i t s 5A and 5B are bo t h s i m i l a r graphs. 

They show the r e c o r d e d p e r c e n t Dakota r e l a t i v e t o t o t a l gas 

p r o d u c t i o n from the w e l l . So what I am showing here i s a 

percen t a g e o f gas p r o d u c t i o n a t t r i b u t a b l e t o the Dakota 

f o r m a t i o n . And on t h i s you can see the l i n e l a b e l e d " s t a t e 

o r d e r p r o d u c t i o n s p l i t 31 p e r c e n t . " 

Q. So under t h a t o r d e r 31 p e r c e n t of the gas 

p r o d u c t i o n was t o be a t t r i b u t a b l e t o the Dakota? 

A . That's c o r r e c t . 

Q. And we can see t h a t p r i o r t o t h a t t ime i t 

appears t h a t p r o d u c t i o n may n o t have been so a l l o c a t e d ? 

A. That's c o r r e c t . 

Q. P r i o r t o 1988 when p r o d u c t i o n -- s i n c e which 

p r o d u c t i o n has been p r o p e r l y a l l o c a t e d . What was the 

source of the i n f o r m a t i o n Unocal was r e c e i v i n g t h a t 

r e s u l t e d i n the a l l o c a t i o n between May of '86 and the f i r s t 

o f 1988? 

A. A g a i n , we were u s i n g the monthly gas volume 

s t a t e m e n t s p r o v i d e d t o us by El Paso N a t u r a l Gas Company. 
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They meter a l l p r o d u c t i o n on our u n i t . 

Q. L e t ' s go now t o the second page o f E x h i b i t 5. 

A. T h i s r e p r e s e n t s a s i t u a t i o n w i t h o i l p r o d u c t i o n , 

and, a g a i n , the s t a t e o r d e r p r o d u c t i o n s p l i t i s shown here 

as b e i n g 31 p e r c e n t . 

Q. A f t e r Unocal took over o p e r a t i o n s t h e r e are a 

couple s p i k e s where a p p a r e n t l y 100 p e r c e n t o f the 

p r o d u c t i o n was a t t r i b u t a b l e t o the Dakota. How d i d t h a t 

occur ? 

A. Those were e r r o r s t h a t were done by one of our 

c l e r k s , and t h e y were b a s i c a l l y t r y i n g t o r e c o n c i l e 

d i f f e r e n c e s w i t h p a s t p r o d u c t i o n , and we have s i n c e t h a t 

t i me c o r r e c t e d t h a t . 

Q. Mr. H e r i n g , when we l o o k a t these two e x h i b i t s 

t o g e t h e r , and we l o o k a t the i n f o r m a t i o n on gas p r o d u c t i o n , 

Unocal a p p a r e n t l y -- from t h i s Unocal c o r r e c t e d the 

a l l o c a t i o n the f i r s t of 1988. When we l o o k a t f i g u r e s on 

o i l p r o d u c t i o n , the a l l o c a t i o n was c o r r e c t e d soon a f t e r 

Unocal took over o p e r a t i o n s of the w e l l , w i t h the e x c e p t i o n 

of a couple of months. 

What i s the reason f o r t h i s d i s c r e p a n c y ? Why 

was i t t h a t you were able t o c o r r e c t the o i l f i g u r e s b e f o r e 

you were a b l e t o c o r r e c t the gas? 

A. Unocal's o p e r a t o r of the u n i t handles 

d i s p o s i t i o n of the o i l , so we gauge the t a n k s and r e c o r d 

Fl UM M 1 C U T'»' RP;r O P 'I' I 11r-
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the volumes, and handle i t from t h a t p o i n t . 

Q. So as t o the o i l p r o d u c t i o n , from the b e g i n n i n g 

you were a l l o c a t i n g i n accordance w i t h the OCD or d e r ? 

A. That's c o r r e c t . 

Q. L e t ' s go now t o E x h i b i t No. 6. Would you review 

t h i s f o r the examiner? 

A. E x h i b i t 6A i s a c u m u l a t i v e gas p r o d u c t i o n p l o t 

v e r s u s t i m e , and on t h i s i s shown what was r e p o r t e d as 

G a l l u p p r o d u c t i o n and what s h o u l d have been r e p o r t e d as 

c o r r e c t e d G a l l u p p r o d u c t i o n . T h i s c u m u l a t i v e p r o d u c t i o n 

began i n 1981, which was the time o f f i r s t p r o d u c t i o n from 

the G a l l u p f o r m a t i o n . 

Q. T h i s page shows t h a t i n f a c t too much gas was 

a l l o c a t e d t o the G a l l u p f o r m a t i o n ? 

A. That i s c o r r e c t . As a m a t t e r of f a c t , an amount 

of 198 m i l l i o n c u b i c f e e l was m i s a l l o c a t e d . 

Q. Now, l e t ' s go t o the second page of t h i s 

e x h i b i t . 

A. T h i s e x h i b i t shows e s s e n t i a l l y the same 

i n f o r m a t i o n , however i t ' s from the p e r s p e c t i v e of the 

Dakota f o r m a t i o n . 

Q. L e t ' s now go t o E x h i b i t No. 7 and re v i e w t h a t , 

please? 

A. E x h i b i t 7 i s s i m i l a r t o E x h i b i t 6, however i t 

d e a l s w i t h the o i l p r o d u c t i o n . A g a i n , we have an imbalance 
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h e r e , t h e d i f f e r e n c e b e i n g 3,433 b a r r e l s . That d i f f e r e n c e 

i s between what was r e p o r t e d and what s h o u l d have been 

r e p o r t e d f o r the G a l l u p f o r m a t i o n . 

Q. So i n t h i s s i t u a t i o n we have t o o much o i l b e i n g 

a t t r i b u t e d t o the Dakota? 

A. R i g h t , we have the o p p o s i t e s i t u a t i o n . 

Q. As t h i s i s c o r r e c t e d , t h e r e may be a 

c o u n t e r b a l a n c i n g a f f e c t t o some e x t e n t ? 

A. C o r r e c t . 

Q. Be f o r e we go on, Mr. H e r i n g , the source of your 

i n f o r m a t i o n i s what? 

A. The source of the i n f o r m a t i o n has been the New 

Mexico O i l and Gas E n g i n e e r i n g Committee annual r e p o r t s . 

Q. So you're w o r k i n g here w i t h p r o d u c t i o n f i g u r e s ? 

A. That's c o r r e c t . 

Q. They don't n e c e s s a r i l y r e f l e c t payment data? 

A. That's c o r r e c t . 

Q. L e t ' s move now t o Unocal E x h i b i t No. 8. 

I d e n t i f y t h a t p l e a s e and e x p l a i n t o Mr. Catanach what t h i s 

shows. 

A. E x h i b i t 8 i s the r e s u l t o f p r o d u c t i o n t e s t s t h a t 

we conducted i n February o f 1990. D u r i n g t h a t t e s t we 

i s o l a t e d the two f o r m a t i o n s w i t h a p r o d u c t i o n packer and 

produced each zone f o r a p e r i o d o f two weeks i n t o the s a l e s 

l i n e t h r o u g h a s a l e s meter. The average gas p r o d u c t i o n f o r 
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the Dakota was 96 Mcf per day, and the average G a l l u p 

p r o d u c t i o n was 1,006 Mcf per day. 

Q. So b a s i c a l l y t h i s was j u s t a t e s t where you 

seg r e g a t e d the zones and f l o w e d them f o r a p e r i o d of two 

weeks? 

A. That's c o r r e c t . 

Q. Page 2 of t h i s e x h i b i t ? 

A. Page 2 has t o do w i t h the o i l p r o d u c t i o n from 

the w e l l . As you can see, t h e r e was no o i l p r o d u c t i o n from 

the Dakota, whereas t h e r e was 6.7 b a r r e l s of o i l per day 

p r o d u c t i o n from the G a l l u p . 

Q. Are you pr e p a r e d t o make a recommendation t o the 

examiner as t o how the p r o d u c t i o n from the Dakota and 

G a l l u p i n t h e Rincon U n i t No. 1 s h o u l d be a l l o c a t e d ? 

A. Yes. 

Q. I s t h a t recommendation s e t f o r t h on E x h i b i t No. 

9? 

A. Yes, i t i s . 

Q. Would you re v i e w t h a t f o r the examiner, please? 

A. E x h i b i t No. 9 b a s i c a l l y r e f e r s t o the r e s u l t s of 

the February 1990 p r o d u c t i o n t e s t . And ar, a r e s u l t we're 

p r o p o s i n g a 91 p e r c e n t a l l o c a t i o n o f gas p r o d u c t i o n t o the 

G a l l u p f o r m a t i o n , and a 9 p e r c e n t a l l o c a t i o n t o the Dakota 

f o r m a t i o n . W i t h r e s p e c t t o the o i l , we recommend t h a t 100 

p e r c e n t o f the o i l be a l l o c a t e d t o the G a l l u p f o r m a t i o n . 
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Q. When do you recommend t h a t t h i s new a l l o c a t i o n 

be e f f e c t i v e ? 

A. I recommend t h a t i t be made e f f e c t i v e the 1st of 

the month f o l l o w i n g the date of the t e s t . 

Q. So March 1, 1990? 

A. Ma r c h 1. 

Q. And i f you o b t a i n t h i s o r d e r , t h e n what w i l l 

Unocal do t o assure t h a t t he people have been c o r r e c t l y 

p a i d? 

A. W e l l , b a s i c a l l y i t ' s an a c c o u n t i n g problem, but 

we i n t e n d t o c o r r e c t a l l imbalances back t o the time when 

we f i r s t assumed o p e r a t o r s h i p of the u n i t . 

Q. And a f t e r t h a t a c c o u n t i n g a d j u s t m e n t i s made 

then everyone w i l l have been p a i d based on the a l l o c a t i o n 

f o r m u l a t h a t was i n e f f e c t based on Mr. Chavez' l e t t e r 

u n t i l March 1, 1990, when the new t e s t d a t a was a v a i l a b l e , 

and t h e n t h e y w i l l be p a i d based on the a l l o c a t i o n f o r m u l a 

you are recommending today? 

A. That's c o r r e c t . Our i n t e n t i s t o abide by a l l 

d i v i s i o n o r d e r s . 

Q. Would Unocal r e q u e s t t h a t the o r d e r p r o v i d e f o r 

an a d m i n i s t r a t i v e procedure whereby subsequent a d j u s t m e n t s 

i n t he a l l o c a t i o n f o r m u l a , i f necessary, can be handled 

s i m p l y by c o n t a c t i n g the d i s t r i c t s u p e r v i s o r and changing 

the f o r m u l a t i o n i n c o n s u l t a t i o n w i t h him? 
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A. Yes. 

Q. L e t ' s go down t o E x h i b i t Mo. 10, and I w i l l ask 

you t o e x p l a i n t o Mr. Catanach what t h i s e x h i b i t i s and 

what i t shows. 

A. E x h i b i t . 10 i s a p r o d u c t i o n p l o t showing r a t e 

v e r s u s t i m e . The w e l l was o r i g i n a l l y completed i n the 

Dakota i n 1969. I n 1980, l a t e 1980, the G a l l u p was 

p e r f o r a t e d and s i n c e t h a t t i m e b o t h zones have been 

downhole commingled. What I have shown on t h i s p l o t i s a 

Dakota p r o j e c t i o n as what the Dakota would have done had we 

not commingled the w e l l . I t i s i n t e r e s t i n g t o note here 

t h a t w h i l e t h i s p r o j e c t i o n p r e d i c t s a p p r o x i m a t e l y 60 Mcf 

per day p r o d u c t i o n , the t e s t a c t u a l l y r e v e a l e d over 90 Mcf 

per day f o r t he Dakota. So I f e e l t h a t commingling has 

been b e n e f i c i a l t o the r e c o v e r y of gas from the Dakota 

f o rmat i on. 

Q. T h i s shows commingling r e s u l t s i n the p r o d u c t i o n 

of gas t h a t o t h e r w i s e w o u l d n ' t be recovered? 

A. That i s c o r r e c t . 

Q. I s E x h i b i t No. 11 an a f f i d a v i t from Campbell & 

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

i n t e r e s t owners i n the s u b j e c t w e l l ? 

A . Ye s . 

Q. I n your o p i n i o n , Mr. H e r i n g , 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 enable Unocal t o c o r r e c t t he 
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m i s c a l c u l a t i o n o f p r o d u c t i o n t h a t has o c c u r r e d s i n c e you 

took over o p e r a t i o n s , and w i l l o t h e r w i s e be i n the best 

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 of waste and the 

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. 

Q. Were E x h i b i t s 1 t h r o u g h 11 e i t h e r p r e p a r e d by 

you or have you reviewed them and can you t e s t i f y t o t h e i r 

accuracy? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Catanach, we would move 

the a d m i s s i o n of Unocal E x h i b i t s 1 t h r o u g h 1 1 . 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 11 w i l l be 

a d m i t t e d as ev i d e n c e . 

( A p p l i c a n t ' s E x h i b i t s 1 t h r o u g h 11 

were a d m i t t e d i n ev i d e n c e . ) 

MR. CARR: That concludes my d i r e c t e x a m i n a t i o n of Mr. 

H e r i n g . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. H e r i n g , t h i s w e l l has been commingled s i n c e 

i t was d r i l l e d ; i s t h a t c o r r e c t ? 

A. I t has been commingled s i n c e January of 1981. 

I t was o r i g i n a l l y completed as a Dakota p r o d u c e r . 

Q. I s i t your o p i n i o n t h a t the o r i g i n a l a l l o c a t i o n 

f o r m u l a was i n c o r r e c t ? 
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A. I t ' s my u n d e r s t a n d i n g t h a t t he o r i g i n a l 

c a l c u l a t i o n was based upon a c t u a l p r o d u c t i o n t e s t s . 

However, those t e s t s are not a p p l i c a b l e t o the c u r r e n t 

s i t u a t i o n . 

Q. As I u n d e r s t a n d i t , t he problem i s t h a t the --

the w e l l was p r e v i o u s l y o p e r a t e d by El Paso up u n t i l 1986. 

Did t h e y r e p o r t p r o d u c t i o n as per the a l l o c a t i o n f o r m u l a ? 

A. No, t h e y d i d n ' t . A g a i n , I'm r e f e r e n c i n g the 

p r o d u c t i o n r e p o r t s i n the New Mexico O i l and Gas 

E n g i n e e r i n g Committee r e p o r t s , 

Q. Are the i n t e r e s t owners common i n the two u n i t s ? 

A. No, t h e y ' r e n o t . 

Q. Do you know i f El Paso p a i d the i n t e r e s t owners 

as per the a l l o c a t i o n f o r m u l a ? 

A. We don't know t h a t . We have been unable t o 

secure any s o r t o f data r e l a t i n g t o t h a t . 

Q. I see. Now, you took the w e l l o v e r , or Union 

took t h e w e l l o v e r , i n 1986. 

A. C o r r e c t . 

Q. And i t was not u n t i l 1988 t h a t you d i s c o v e r e d 

the d i s c r e p a n c y ? 

A. I t was l a t e 1987. 

Q. Late 1987. So t h e r e i s a time p e r i o d i n which 

Union O i l d i d not r e p o r t p r o d u c t i o n c o r r e c t l y and p r o b a b l y 

d i d n ' t pay the i n t e r e s t owners c o r r e c t l y ? 
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A. That's c o r r e c t . And a g a i n , we were t a k i n g our 

data from the El Paso N a t u r a l Gas monthly volume 

s t a t e m e n t s . 

Q. And i t ' s your i n t e n t t h a t t h a t w i l l be 

cor r e c t e d ? 

A. Yes. 

Q. Based on the o l d a l l o c a t i o n f o r m u l a ? 

A. That's c o r r e c t . 

Q. And the new a l l o c a t i o n f o r m u l a you r e q u e s t goes 

i n t o e f f e c t March 1, 1990. That w i l l a l s o be c o r r e c t e d 

from March 1 s t t o the p r e s e n t time? 

A. That's c o r r e c t . 

MR. STOVALL: I s your a c c o u n t i n g department g o i n g t o 

be busy f o r the n e x t few months? 

Q. (By Examiner Catanach) I s t h i s w e l l c u r r e n t l y 

b e i n g pumped or i s i t f l o w i n g ? 

A. I t f l o w s . 

Q. Mr. H e r i n g , do you have any e x p l a n a t i o n as t o 

why t h e r e i s a d i s c r e p a n c y i n the o r i g i n a l a l l o c a t i o n 

f o r m u l a and the one you have now come up w i t h ? 

A. You're t a l k i n g about the o l d or d e r t h a t was 

e n t e r e d and what our p r o d u c t i o n t e s t s are now showing? 

Q. R i g h t . Do you know why t h a t ' s d i f f e r e n t ? Do 

you have any e x p l a n a t i o n as t o why t h a t may be d i f f e r e n t ? 

A. Not r e a l l y o t h e r than p o s s i b l y our t e s t more 
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a c c u r a t e l y r e f l e c t s the l o n g - t e r m s t a t u s of the w e l l , and 

the i n i t i a l t e s t may have been t o o s h o r t i n d u r a t i o n . 

Q. Have e i t h e r o f the zones been worked over a t any 

p o i n t d u r i n g the h i s t o r y of the w e l l ? 

A. No, the y haven't been. 

EXAMINER CATANACH: That's a l l I have of the w i t n e s s . 

MR. CARR: We have n o t h i n g f u r t h e r i n case t h i s , Mr. 

Catanach. 

MR. STOVALL: Mr. Pearce, you e n t e r e d your appearance 

on b e h a l f E l Paso.. Does El Paso wish t o o f f e r any 

e x p l a n a t i o n as t o --

MR. PEARCE: No, s i r . 

MR. STOVALL: -- a n y t h i n g ? Does El Paso have any 

a c t i o n planned or a n y t h i n g as f a r as you know or where are 

they? 

MR. PEARCE: El Paso has done some r e c o r d c h e c k i n g . 

As the w i t n e s s t e s t i f i e d , i t appears t h a t , i n f a c t , payment 

may have been made c o r r e c t l y d u r i n g t h i s p e r i o d of t i m e . 

We're g o i n g back and l o o k i n g t h r o u g h some v e r y o l d payments 

r e c o r d s on t h a t u n i t . To the e x t e n t t h a t t h i s case seeks 

t o change the a l l o c a t i o n f o r m u l a based on a new t e s t , El 

Paso c e r t a i n l y doesn't have any i n p u t i n t o t h a t . The 

i n i t i a l a l l o c a t i o n f o r m u l a was based on a t e s t . I f a new 

t e s t shows something d i f f e r e n t , we t h i n k the 

r e e s t a b l i s h m e n t o f r e a l l o c a t i o n f o r m u l a f o r t h a t w e l l i s 
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a p p r o p r i a t e . We don't have as much i n f o r m a t i o n about the 

payment h i s t o r y as we would l i k e , but I don't know t h a t 

t h a t impacts the c u r r e n t case. 

MR. STOVALL: I have nothing f u r t h e r . 

EXAMINER CATANACH: The witness may be excused. 

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

MR. CARR: Nothing f u r t h e r , Mr. Catanach. 

EXAMINER CATANACH: Case 10155 w i l l be taken under 

advi sement. 

(Whereupon, the hearing was concluded.) 

* * * 
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employed by any o f the 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 the outcome t h e r e o f . 

DATED a t Santa Fe, New Mexico, t h i s 1 0th day o f 

De cembe r , 19 9 0. 

My Commission E x p i r e s : 
December 10, 1993 

SUSAN G. PTACEK 
C e r t i f i e d Shorthand Reporter 
N o t a r y P u b l i c 
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Oil Conservation Division 
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