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Santa Fe, New Mexico 

This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 
Hearing Examiner, on Monday, May 21st, 2001, a t the New 
Mexico Energy, Minerals and Natural Resources Department, 
1220 South Saint Francis Drive, Room 102, Santa Fe, New 
Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 
f o r the State of New Mexico. 
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A. This i s from a Geologic Society of America 

p u b l i c a t i o n . Just a second. I t ' s t i t l e d "The Sedimentary 

Cover, North American Craton", Geologic Society of America, 

Volume D2. 

Q. 1985? 

A. I b e l i e v e so, yes. Well, no, what I took from 

vas 1991. I t was taken from -- modified from a p u b l i c a t i o n 

by James i n 1985, which I b e l i e v e i s a New Mexico Geologic 

Survey p u b l i c a t i o n . 

EXAMINER STOGNER: I have been l o o k i n g f o r a map 

l i k e t h a t , so good p r e s e n t a t i o n . Thank you. 

Any other r e d i r e c t , cress-examination, are t h e r e 

other questions of Mr. Looff? 

You may be excused at t h i s time. I may r e c a l l 

you l a t e r , a f t e r the next witness. 

MR. HALL: At t h i s time, Mr. Examiner, we would 

c a l l John w e l l s t o the stand. 

JOHN A. WELLS. 

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

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

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the record, s i r , please s t a t e your name. 

A. John A l l e n Wells. 

Q. Mr. Well, where do you l i v e and how are you 
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employed? 

A. I r e s i d e at 3442 Wcodbrook Lane, Sugarland, 

Texas, and I am a p r i n c i p a l i n the f i r m of F a i r c h i l d and 

Wells Petroleum Consultants i n Houston, Texas. 

Q. And what i s your p r o f e s s i o n a l e x p e r t i s e ? 

A. Well, my p r o f e s s i o n a l e x p e r t i s e i s g e n e r a l l y i n 

the area of petroleum r e s e r v o i r engineering. My s p e c i f i c 

a b i l i t i e s focus more on the subsurface f l o w of o i l and gas 

and water and the modeling of these types of — the physics 

of t h a t type of processes. 

Q. Now, have you p r e v i o u s l y t e s t i f i e d before the New 

Mexico O i l Conservation Div i s i o n ? 

A. No, I have not. 

Q. Why don't you give the Hearing Examiner a b r i e f 

summary of your educational background and work experience? 

A. I hold a bachelor of science degree i n 

mathematics and chemistry and a master's degree i n physics. 

My career s t a r t e d out i n funded research by t h e Petroleum 

Research Foundation. I subsequently then was h i r e d by 

Texaco and worked f o r seven years i n the B e l - A i r Research 

F a c i l i t y t h e r e i n Houston, Texas, i n v a r i o u s assignments, 

i n c l u d i n g f i e l d engineering assignments. 

I then became the engineering manager 

s p e c i a l i z i n g i n gas p r o j e c t s d i v i s i o n a t S c i e n t i f i c 

Software Intercomp, an i n t e r n a t i o n a l c o n s u l t i n g f i r m . I 
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•was t h e r e f o r seven years and then s t a r t e d my own company 

and have been p r o v i d i n g c o n s u l t i n g services a t F a i r c h i l d 

and Wells f o r the l a s t 15 years, and a s i g n i f i c a n t p a r t of 

our work i s i n the n a t u r a l gas storage i n d u s t r y . 

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

A p p l i c a t i o n t h a t ' s been f i l e d i n t h i s case? 

A. I am. 

Q. And you're f a m i l i a r w i t h the Grama Ridge Morrow 

Gas Storage Unit? 

A. Yes, I am. 

MR. HALL: At t h i s p o i n t , Mr. Examiner, we'd 

o f f e r Mr. Wells as an expert petroleum engineer. 

EXAMINER STOGNER: Any ob j e c t i o n ? Mr. Wells, 

where d i d you get your degrees? 

THE WITNESS: M i s s i s s i p p i State U n i v e r s i t y . 

EXAMINER STOGNER: Both undergrad and grad? 

THE WITNESS: The undergrad was at Delta State 

U n i v e r s i t y , and graduate was a t M i s s i s s i p p i State 

U n i v e r s i t y . • 

EXAMINER STOGNER: Where's Delta State? 

THE WITNESS: Delta State i s i n M i s s i s s i p p i , i t ' s 

i n Cleveland, M i s s i s s i p p i . 

EXAMINER STOGNER: So q u a l i f i e d . Thank you, Mr. 

Wells. 

Q. (By Mr. Hall) Mr. Wells, again would you e x p l a i n 
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what Raptor i s seeking by t h i s A p p l i c a t i o n and i t s 

s p e c i a l — 

A. Well, what Raptor proposes t h a t t h i s i s , i s t h a t 

t h i s Commission promulgate c e r t a i n s p e c i a l p r o j e c t r u l e s 

t h a t w i l l govern the completion and plugging p r a c t i c e s 

a p p l i e d t o w e l l s t o be d r i l l e d w i t h i n Raptor's gas storage 

u n i t i n the f u t u r e , and thereby t o e s t a b l i s h a p r o t o c o l 

such t h a t the p o s s i b i l i t y of capture or escape of t h e i r 

nonindigenous high-pressure storage gas can be assured. 

I n a d d i t i o n , Raptor f e e l s t h a t these p r o j e c t 

r u l e s w i l l promote the general p u b l i c s a f e t y . 

Q. A l l r i g h t . And Mr. Wells, at t h i s p o i n t I ' d l i k e 

you too t o r e f e r t o E x h i b i t Tab 28 and Order Number 5782 

[ s i c ] i n there. Have you reviewed t h a t order? 

A. Yes, I have. 

Q. Can you express from the order what were th e 

concerns of Llano, the a p p l i c a n t i n t h a t case? 

A. Well, Llano's concerns were expressed i n the 

f i n d i n g s of the Commission order, and they were b a s i c a l l y 

t h r e e f o l d : one, t h a t the L&B intended t o d r i l l a w e l l t h a t 

was a d i r e c t o f f s e t t o t h e i r storage u n i t , t o Llano's 

storage u n i t , and t h a t t h i s storage u n i t was known t o be 

indeterminate. I t ' s not as the -- as our g e o l o g i s t s --

e a r l i e r g e o l o g i s t s have a l l sai d t h a t i t ' s j u s t not 

p r e c i s e l y known, the l a t e r a l e x t e n t of t h i s Morrow 
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f o r m a t i o n . So t h a t was known. 

And then the t h i r d t h i n g was t h a t i t would l i k e l y 

cause d i s r u p t i o n t o the storage f a c i l i t y and t h e loss of 

gas or t h e escape of gas by t h i s w e l l d r i l l i n g next t o 

them. 

Q. I s i t safe t o say t h a t Llano was l o o k i n g f o r a 

way t o monitor a c t i v i t y on what they thought might be the 

storage r e s e r v o i r and c o l l e c t data? 

A. E x a c t l y . 

Q. And what are the monitoring and d a t a - c o l l e c t i o n 

o perations c u r r e n t l y i n place f o r t h i s --

A. Well , I have seme e x h i b i t s t h a t w i l l -- which --

what number these are, I'm not sure. 

Q. S t a r t w i t h E x h i b i t 21. 

A. 21, yeah --

EXAMINER STOGNER: Which leads me up — I don't 

b e l i e v e t h a t we accepted E x h i b i t Number 20. I t h i n k I d i d 

from 6 t o 19, but a t t h i s time I ' l l accept E x h i b i t 20, 

which was p a r t of Mr. Lobff's p r e s e n t a t i o n . 

MR. HALL: Yes, so o f f e r e d . Thank you, Mr. 

Examiner. 

THE WITNESS: E x h i b i t 21, i n f a c t , might be of 

i n t e r e s t t o the Examiner's o r i g i n a l q u e s t i o n t o Mr. H a l l , 

having t o do w i t h the lag time between primary p r o d u c t i o n 

and the s t a r t of storage. 
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What t h i s e x h i b i t shows i s t h e chronology of the 

r e s e r v o i r pressure t h a t has been measured i n the Morrow 

i n t e r v a l , and t h i s p a r t i c u l a r pool was discovered i n the 

— — • * 
mid-1960s and was depleted t h e r e r a p i d l y . You can see t h a t 

t h e pressure i n the r e s e r v o i r d e c l i n e d t o less than 1000 

pounds as measured i n some of the w e l l s by 1970. 

And then s h o r t l y t h e r e a f t e r , i n 1973, i s when 

i n j e c t i o n began. And t h i s f i g u r e demonstrates the dynamic 

nature of t h i s storage f a c i l i t y , how the pressure swings 

seasonally and annually, and we've had pressures go back up 

as h i g h as 4000 pounds and as low as s l i g h t l y l e ss than 

2000 pounds. 

The next f i g u r e , the next e x h i b i t , 22, 

demonstrates how Raptor c o n t i n u o u s l y monitors the gas-

accounting inventory and the measured pressures, the f a l l , 

s p r i n g , high i n v e n t o r y , low i n v e n t o r y , s h u t - i n pressure 

surveys, e q u i l i b r a t e d r e s e r v o i r pressures, t o generate 

e s s e n t i a l l y a g r a p h i c a l s o l u t i o n t o the m a t e r i a l balance 

equation, which provides an i n d i c a t i o n of what i n v e n t o r y 

you would expect t o have s t o r e d a t a given pressure. 

And t h i s r e l a t i o n s h i p , as you can see, i s not 

exact, but the tr e n d l i n e i s used t o monitor the ongoing 

performance, and i f we see t h i n g s a t some p o i n t i n the 
f u t u r e t h a t appears t o get us o f f of t h i s t r e n d l i n e , then t h a t gives us reason t o suspect we've had gas escape or 
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some k i n d of m i g r a t i o n problems or something l i k e t h a t . 

And Figure 23, t h i s i s j u s t t o provide the 

Commission w i t h some a d d i t i o n a l d e t a i l e d examples of the 

k i n d s of data t h a t are c o l l e c t e d a t the gas storage u n i t . 

This p a r t i c u l a r e x h i b i t provides a snapshot 

between October 25th of 2000 and November 30th of 2000 on 

the f i r s t page. You can see t h a t we have f o r the Grama 

Ridge Morrow U n i t Well Number 1, Number 2, Number 4. These 

are the d a i l y casing and t u b i n g pressures and i n j e c t i o n and 

withdrawal r a t e s and cumulative volumes. 

On the second of t h i s e x h i b i t i s p l o t t e d t he 

t u b i n g pressure and the i n j e c t i o n or withdrawal r a t e s t h a t 

are a p p l i e d t o t h i s w e l l . So you can see t h a t t h a t 

p a r t i c u l a r w e l l , t h a t i t s t u b i n g pressure w i l l move between 

a high o f , oh, you know, 2300 pounds t o as low as 100 

pounds. And during t h a t p e r i o d of time, the i n j e c t i o n --' 

I'm s o r r y , t h a t ' s the withdrawal r a t e . 

The t u b i n g pressure -- This i s not i n c o l o r , i t ' s 

not I hope your v e r s i o n i s i n c o l o r , but — 

EXAMINER STOGNER: Mine i s i n c o l o r — 

THE WITNESS: Yeah, okay — 

EXAMINER STOGNER: — i t ' s — 

THE WITNESS: -- I'm t a l k i n g about the p l o t , I'm 

t a l k i n g about the p l o t here. 

EXAMINER STOGNER: Oh, the p l o t . 
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THE WITNESS: Yeah. 

EXAMINER STOGNER: Yes, I have a c o l o r v e r s i o n . 

I t ' s y e l l o w w i t h a magenta l i n e . 

THE WITNESS: Right. So the green l i n e i s the 

i n j e c t i o n withdrawal r a t e . And so you can see t h a t t h a t ' s 

p l o t t e d o f f of the Y axis on the r i g h t side of the graph. 

And so durin g t h i s p e r i o d , October 21st t o 

November 30th, t h i s p a r t i c u l a r w e l l , l o o k i n g a t the green 

curve, experienced i n j e c t i o n t h a t went as high as 15 

m i l l i o n cubic f e e t per day, and then i t experienced 

withdrawal t h a t went as high as close t o 20 m i l l i o n cubic 

f e e t a day. An du r i n g t h a t p e r i o d you can see the 

corresponding swing i n the t u b i n g pressure. 

The next p l o t i s a s i m i l a r p l o t f o r Grama Ridge 

Storage Well Number 2, and these are e s s e n t i a l l y the two 

w e l l s t h a t experience 99 percent of a l l the a c t i v i t y t h a t 

c o n s t i t u t e s the storage u n i t . 

Q. (By Mr. H a l l ) So these e x h i b i t s show, r a t h e r 

than having a steady s t a t e of d e c l i n e i n the r e s e r v o i r , you 

have a r a t h e r dynamic — 

A. Exactly. 

Q. pressure s i t u a t i o n ? 

A. Right. 

Q. Refer back again t o Order R-7582 under E x h i b i t 

Tab 28 — 
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A. Uh-huh. 

Q. -- and could you e x p l a i n what type of data the. 

operator of the o f f s e t t i n g Morrow w e l l o f f s e t t i n g the u n i t 

was d i r e c t e d by the D i v i s i o n t o provide i n t h a t case? 

A. Yeah, t h a t D i v i s i o n order r e q u i r e d d e t a i l e d 

d r i l l i n g data t o be submitted t o the gas storage operator, 

i n c l u d i n g the time and the weight on the b i t , changes of 

b i t , copies of d r i l l stem t e s t s , mudlog i n f o r m a t i o n , 

samples of d r i l l c u t t i n g s , of course a complete s u i t e of 

l o g s . 

And i n a d d i t i o n , i f the operator, the gas storage 

operator, was t o determine from t h i s i n f o r m a t i o n t h a t t h i s 

w e l l was w i t h i n t h e i r s t r u c t u r a l l y or s t r a t i g r a p h i c a l l y 

e q u i v a l e n t u n i t , then they had -- by v i r t u e of t h i s order, 

had the r i g h t t o take over t h a t w e l l f o r some p e r i o d of 

time and a c t u a l l y t e s t i t themselves, run an RFT t e s t or 

t h i n g s l i k e t h a t . 

Q. A l l r i g h t . And i s Raptor recommending s i m i l a r 

w e l l data be provided i n c o n j u n c t i o n w i t h the order and 

s p e c i a l p r o j e c t r u l e s t h a t might issue from t h i s 

proceeding? 

A. S i m i l a r , but c e r t a i n l y t o a lesser e x t e n t . 

Q. A l l r i g h t . Let's look at E x h i b i t 4, t h e Proposed 

Special P r o j e c t Rules and Operating Procedures. I f you 

could b r i e f l y go through t h a t f o r the Hearing Examiner and, 
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f o r instance, look at the requirement f o r w e l l data under 

Rule 5 t h e r e , what do these r u l e s propose t o do? 

A. Well, Rule 5 i s k i n d of our n o t i f i c a t i o n r u l e . 

I f you i n t e n d t o d r i l l w i t h i n the Raptor Gas Storage U n i t , 

we would ask you, 5. a . ) , t o give us some n o t i f i c a t i o n 

you're g e t t i n g ready t o do t h a t . 

5. b ) , we would ask t h a t when you s t a r t d r i l l i n g 

o p erations that,you would provide us w i t h t he normal 

I n t e r n a t i o n a l A s s o c i a t i o n of D r i l l i n g C o n t r a c t o r - t y p e d a i l y 

d r i l l i n g r e p o r t s . We would ask, then, t h a t when you 

a n t i c i p a t e encountering the top of the Morrow f o r m a t i o n 

w i t h your d r i l l b i t , t h a t you k i n d of l e t us know when 

t h a t ' s going t o happen. 

Other than t h a t , we're j u s t asking f o r a s u i t e of 

logs on the w e l l . 

So Rule 5 i s j u s t n o t i f i c a t i o n , some what we 

consider t o be non-onerous requests but some d a i l y d r i l l i n g 

r e p o r t s and then a s u i t e of logs, a l l of which I'm sure 

t h i s could be kept c o n f i d e n t i a l as was discussed e a r l i e r . 

Rule 6 — 

Q. Go ahead and e x p l a i n what a d d i t i o n a l steps would 

be r e q u i r e d d u r i n g the various d r i l l i n g and completion 

phases. 

A. Okay. During the completion phase, i f the new 

w e l l or recompletion w e l l w i t h i n Raptor's u n i t i s intended 
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t o be completed above the u n i t i z e d f o r m a t i o n or below the 

u n i t i z e d f o r m a t i o n , then we are re q u e s t i n g c e r t a i n 

procedures i n terms of s u b m i t t i n g requirements t o be 

implemented t o p r o t e c t the high-pressure nonindigenous gas 

st o r e d w i t h i n t h a t u n i t i z e d i n t e r v a l . 

I f t he w e l l i s t o be — I f i t ' s j u s t an 

e x p l o r a t o r y w e l l they d r i l l e d and decide -- don't f i n d 

a nything worth completing, then there's c e r t a i n plugging 

requirements t h a t we ask f o r t h a t are, again, j u s t asking 

t h a t cement be covered, our u n i t i z e d f o r m a t i o n . We're 

c e r t a i n l y asking t h a t no completions be allowed d i r e c t l y 

w i t h i n the v e r t i c a l l i m i t s of the u n i t i z e d f o r m a t i o n . 

Q. A l l r i g h t . Let's e x p l a i n the o p e r a t i o n of Rule 

7, and are t h e r e graphic d e p i c t i o n s of the operations of 

each of these rules? 

A. Yes, we have seme e x h i b i t s t h a t d e p i c t what we're 

asking f o r i n a c t u a l l y Rules 6. b.) and c.) and Rule 7 and 

such as t h a t . 

Q. A l l r i g h t , l e t ' s r e f e r t o E x h i b i t 24. Does t h i s 

g r a p h i c a l l y demonstrate the a p p l i c a t i o n of Rule 6. b.) f o r 

completions above the u n i t i z e d formation? 

A. Yes. Let me look a t t h i s c o l o r e d one here. 

Q. As I understand i t , the r u l e s t h a t apply when you 

have a Morrow p e n e t r a t i o n , f i r s t of a l l . 

A. Rig h t . 
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Q. Let's work our way down from t h a t circumstance 

where you have a Morrow p e n e t r a t i o n and you have casing set 

i n t o the u n i t i z e d f o rmation w i t h the completion above the 

u n i t i z e d f ormation. 

A. Right. This i s a d e p i c t i o n of what we're asking 

f o r i n Rule 6. b . ) . I f we have an operator -- a new w e l l 

t h a t intends t o be d r i l l e d i n t o our u n i t i z e d f o r m a t i o n , and 

they subsequently d e s i r e t o set t h e i r casing w i t h i n our 

f o r m a t i o n and then complete above the u n i t i z e d f o r m a t i o n , 

or l e t ' s say t h a t they have d r i l l e d a l l the way through our 

f o r m a t i o n and de s i r e t o set casing completely -- I don't 

know why anybody would r e a l l y do t h a t i n the d e p i c t i o n on 

the r i g h t side of the e x h i b i t f o r Rule 6. b . ) , but j u s t i n 

case t h a t circumstance occurs, i n both cases a l l we're 

asking f o r i s t h a t a cement plug cover our u n i t i z e d 

f o r m a t i o n and t h a t as added p r o t e c t i o n t h a t the new d r i l l e r 

put a cement plug above and below our u n i t i z e d i n t e r v a l , 

and then again as a d d i t i o n a l p r o t e c t i o n a l i t t l e block 

squeeze below t h e i r p e r f o r a t e d i n t e r v a l . 

That i s what we're asking f o r i n Rule 6. b . ) , and 

again i t applies t o those w e l l s t h a t are d r i l l e d i n t o or 

through our formation and completions above. 

The next e x h i b i t , 25, t h i s i s a d e p i c t i o n of what 

we're asking f o r t o help p r o t e c t release of our storage gas 

i n Rule 6. c ) . I n Rule 6. c.) we contemplate the 
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s i t u a t i o n where the hole might be d r i l l e d i n t o our u n i t i z e d 

f o r m a t i o n , but casing i s not a c t u a l l y set i n t o t h e 

fo r m a t i o n , j u s t set t h e casing above. 

I n t h a t case, on the l e f t side of t h i s e x h i b i t , 

we're j u s t asking t o put a cement plug down t h e r e and b r i n g 

i t up a t l e a s t , you know, 15 f e e t or so higher than the top 

of our u n i t i z e d f o r m a t i o n , and then a l s o t o do a l i t t l e 

b lock squeeze below t h e i r set of p e r f o r a t i o n s . 

On the r i g h t side of t h a t e x h i b i t we contemplate 

another set of circumstances, p o s s i b l y , where they d r i l l 

open-hole through our u n i t i z e d formation. I n t h i s case 

w e ' l l say, Well, l e t ' s give them a break, you don't have t o 

dump cement a l l the way t o TD, you can cut o f f and s e t a 

bridge plug at maybe 15, 20 f e e t or so below the bottom of 

our u n i t i z e d f o rmation and then set your cement p l u g on top 

of t h a t , then i n a d d i t i o n squeeze below your p e r f o r a t i o n s . 

On the next e x h i b i t , 26, t h i s a p p l i e s on the l e f t 

t o Rule 7. b . ) . Rule 7. b.) contemplates t h a t a w e l l would 

be d r i l l e d i n t o and through our u n i t i z e d f o r m a t i o n , and 

t h a t operator would subsequently e l e c t t o complete i n some 

i n t e r v a l below our u n i t i z e d f o r m a t i o n . 

I f he does t h a t , again, standard request, we're 

asking t h a t our u n i t i z e d f o r m a t i o n be i s o l a t e d w i t h block 

squeezes above and below, and then a block squeeze above 

h i s shallowest depth, h i s shallowest set of p e r f o r a t i o n s . 
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Rule 8. b.) a p p l i e s t o a case where we j u s t — 

someone has d r i l l e d an e x p l o r a t o r y w e l l , they log i t and 

decide they're not going t o set casing or complete 

anywhere, so i n t h a t case a l l we're asking i s t h a t 

s u f f i c i e n t cement be put across our f o r m a t i o n . And i f the 

w e l l i s r e a l deep, you can come up and put a bridge plug 

t h e r e and j u s t f i l l cement across the u n i t i z e d f o rmation 

from t h a t i n t e r v a l . 

Q. Mr. Wells, i n your o p i n i o n , based on your 

experience as w e l l , are these proposed s p e c i a l p r o j e c t 

r u l e s reasonable? 

A. Yes, I t h i n k they c e r t a i n l y are reasonable, yes. 

Q. And d i d the proposed r u l e s impose an undue burden 

on operators i n the area? 

A. No, I don't b e l i e v e they do. 

Q. I s there a precedent from other s t a t e s f o r 

op e r a t i n g procedures l i k e we're proposing here? 

A. Yes, i n f a c t , I brought an e x h i b i t from the Texas 

R a i l r o a d Commission — 

Q. I s t h a t E x h i b i t 27? 

A. -- E x h i b i t Number 27. This i s a Texas R a i l r o a d 

Commission order having t o do w i t h a s i t u a t i o n very 

analogous t o what we're d e a l i n g w i t h here. The Atkinson 

Storage F i e l d i n Karnes County, Texas, had a u n i t i z e d 

i n t e r v a l t h a t was designated w i t h i n the f i n d i n g s here. 
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And then back i n Rule 7 on t h e l a s t page, the 

Texas R a i l r o a d Commission s t a t e d t h a t h e r e i n a f t e r anyone 

d r i l l i n g i n t h i s f i e l d or w i t h i n the storage u n i t f o r 

completion below the s o - c a l l e d Atkinson gas storage 

r e s e r v o i r would be r e q u i r e d t o block-squeeze cement. 

And you can see t h a t some of t h e i r requirements 

are more s t r i n g e n t than what we're asking f o r . They're 

s e t t i n g 100 f e e t below the base of the Atkinson and 150 

f e e t above the top. We're j u s t asking f o r -- you know, 

we're asking t o e i t h e r cover our zone and gi v e us 15, 20 

f e e t or something, top and bottom. They went on here t o 

set s i m i l a r r u l e s f o r w e l l s t h a t would be completed --

d r i l l e d through and completed below. 

So t h i s , I t h i n k , i s a good example o f , you know, 

r e g u l a t o r y precedent on what we're asking f o r . 

Q. A l l r i g h t . Now, do you understand the i n j e c t i o n , 

storage and withdrawal of gas w i t h i n the p r o j e c t area t o 

c o n s t i t u t e what i s known as a common source of supply? 

A. Yes, I do recognize t h a t i t i s a common source of 

supply, w i t h the caveat, however, t h a t t h i s i s -- t h i s gas 

belongs t o Raptor, i t ' s non-indigenous gas, i t was i n j e c t e d 

and belongs t o them. 

Q. A l l r i g h t . But the owners of the gas i n j e c t e d 

w i t h i n the storage p r o j e c t do have c o r r e l a t i v e r i g h t s t o 

the ownership of t h a t gas? 
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A. Exa c t l y . 

Q. And would the owner or operator of a newly 

d r i l l e d w e l l , recompleted w e l l p e n e t r a t i n g the Morrow 

f o r m a t i o n have any c o r r e l a t i v e r i g h t s i n the p r o j e c t gas 

i t s e l f ? 

A. C e r t a i n l y not. 

Q. I t ' s separately owned, i s n ' t i t ? 

A. C e r t a i n l y . 

Q. On the other hand, i f a newly d r i l l e d w e l l or a 

recompletion proves t o be i n communication w i t h t he p r o j e c t 

area, would the c o r r e l a t i v e r i g h t s of the i n t e r e s t owners 

i n t h e u n i t gas be adversely affected? 

A. They would, most c e r t a i n l y . 

Q. And i n your o p i n i o n , would the proposed s p e c i a l 

p r o j e c t r u l e s p r o t e c t the c o r r e l a t i v e r i g h t s of the u n i t 

p a r t i c i p a n t s i n the p r o j e c t gas? 

A. They would go a long way towards p r o t e c t i n g those 

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

Q. A l l r i g h t . Were E x h i b i t s 21 through 27 prepared 

by you or assembled a t your d i r e c t i o n ? 

A. They were. 

MR. HALL: That concludes our d i r e c t of t h i s 

w itness. We'd move the admission of E x h i b i t s 21 through 

27. 

EXAMINER STOGNER: Any obj e c t i o n ? 
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MR. CARR: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 21 through 27 w i l l be 

admitted i n t o evidence. 

Thank you, Mr. H a l l . 

Mr. Carr, your witness. 

EXAMINATION 

BY MR. CARR: 

Q. Mr. Wells, as I look a t these r u l e s , you're not 

proposing anything f o r e x i s t i n g w e l l s . Old w e l l s are 

grandfathered in? 

A. That's r i g h t , these are f o r new w e l l s t o come 

i n s i d e of the u n i t . 

Q. And when I look a t the • d the schematics 

t h a t you have presented, the only ' e the r e would be 

a d d i t i o n a l cementing requirements, i n f a c t , i s i f a w e l l i s 

d r i l l e d t h a t penetrates u n i t i z e d i n t e r v a l ; i s n ' t t h a t 

r i g h t ? 

A. Exactly, i f you don't penetrate the i n t e r v a l , we 

don't care anything about i t . 

Q. And as f a r as you understand, t h e r e ' s no 

o b j e c t i o n t o keeping logs or other i n f o r m a t i o n c o n f i d e n t i a l 

unless otherwise required? 

A. That's c e r t a i n l y up t o Raptor, r i g h t . 

Q. You wouldn't see any reason --

A. I wouldn't recommend any --
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Q. We've looked at --

A. — o b j e c t i o n . 

Q. -- p r i o r d r a f t s of r u l e s . Have you seen the 

e a r l i e r d r a f t s t h a t were advanced by LG&E and others? 

A. The e a r l i e r d r a f t s ? 

Q. D r a f t s of proposed r u l e s ? 

A. Yes, I have. 

Q. This set of r u l e s has e l i m i n a t e d the b u f f e r zone 

around the u n i t . 

A. Yes. 

Q. I s i t f a i r t o say t h a t there's n o t h i n g i n these 

r u l e s t h a t give Raptor the r i g h t t o take over a wel l b o r e i f 

another operator came in? They're r e q u i r e d t o cement and 

do some other t h i n g s , but they're not l i k e e a r l i e r r u l e s 

where the r e would be circumstance where the we l l b o r e would 

have t o be turned over? 

A. Wi t h i n s i d e the u n i t --

Q. Yes. 

A. -- or are you saying outside the u n i t ? 

Q. Anything i n these r u l e s . 

A. E i t h e r one. I n any case -- Well, f i r s t of a l l , 

we're not asking f o r any p r o j e c t r u l e s -- as I understand 

i t , we're not requesting any s p e c i a l p r o j e c t r u l e s t o apply 

t o any w e l l t h a t ' s outside of these f i v e s e c t i o n s . The 

w e l l s i n s i d e of those f i v e s e c t i o n s , we're not s p e c i f i c a l l y 
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asking to come take over your well. No, we're not asking 

for that. 

Q. You're concerned t h a t any of the gas t h a t ' s 

i n j e c t e d t o the r e s e r v o i r not be produced by a t h i r d party? 

A. Exactly. 

Q. I t ' s your gas? 

A. Right. Not only not produced, but not allowed --

u n i n t e n t i o n a l l y allowed t o have some escape p o i n t f o r 

the -- behind -- That's the reason f o r a l l t h a t cementing, 

i s t o make sure we don't have escape p o i n t s . 

Q. And i f these r u l e s are implemented and w e l l s --

i f t h e r e are a d d i t i o n a l w e l l s t h a t are p r o p e r l y d r i l l e d , 

t h i s would also p r o t e c t the r i g h t s of other people t o 

develop and produce indigenous gases w i t h o u t i n t e r f e r i n g 

w i t h the storage p r o j e c t ? 

A. I'd agree w i t h t h a t , yeah. 

MR. CARR: That's a l l I have. Thank you. 

EXAMINER STOGNER: Any r e d i r e c t ? 

MR. HALL: C l a r i f y one matter. 

FURTHER EXAMINATION 

MR. HALL: 

Q. Mr. Wells, i s n ' t i t the case t h a t the s p e c i a l 

p r o j e c t r u l e s would i n f a c t apply t o w e l l s p e n e t r a t i n g the 

u n i t i z e d formation as w e l l as w e l l s p e n e t r a t i n g the Morrow 

for m a t i o n above the u n i t i z e d formation? 
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A. Yes. I mean, the p r o j e c t r u l e s apply -- I guess 

t h a t ' s where we get i n t o some semantics on the d e f i n i t i o n s 

of a l l of t h a t , and t h a t ' s -- I f we have storage gas t h a t 

p o t e n t i a l l y resides over some v e r t i c a l i n t e r v a l , then my 

recommendation i s t h a t we don't a l l o w completion anywhere 

i n t h a t i n t e r v a l . 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Just one follow-up. I'm not t r y i n g t o create 

confusion here. As I looked a t the r u l e s , i f you don't 

p e n e t r a t e the u n i t i z e d i n t e r v a l , t h e r e ' s r e a l l y nothing t o 

put a cement plug i n or behind, i s what my thought was, and 

so i f you don't get t o the u n i t i z e d f o r m a t i o n , you probably 

don't have an a d d i t i o n a l requirement? 

A. Right, i f you don't d r i l l down t o the top or 

anything, then we have no concern. 

MR. CARR: That's a l l I have. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Top of the u n i t i z e d i n t e r v a l , or top of Morrow 

formation? 

A. Well, there we go, see? I t ' s --

MR. HALL: And Would you l i k e me t o address 

t h a t ? 

EXAMINER STOGNER: I need somebody t o address i t . 
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MR. HALL: Yes. The way we have provided f o r 

these r u l e s t o work i s t o t r i g g e r t h e i r a p p l i c a t i o n when 

the t o p of the Morrow f o r m a t i o n i s penetrated. The 

a d d i t i o n a l s p e c i f i c requirements apply where th e r e are 

a c t u a l p e n e t r a t i o n s of the top of the u n i t i z e d f o r m a t i o n as 

w e l l , w i t h i n the Morrow. 

And now, remember, we have two d e f i n i t i o n s o f 

u n i t i z e d f o r m a t i o n at work here, under the State u n i t 

agreement and the f e d e r a l u n i t agreement, and both of those 

d e f i n i t i o n s are set f o r t h i n Rule 3. I t i s c o r r e c t t h a t 

the u n i t i z e d f o r m a t i o n , the d e f i n i t i o n set f o r t h i n the 

f e d e r a l agreement i s probably l a r g e r v e r t i c a l l y than t h a t 

i n the State, which i s o f f of log p i c k s . 

EXAMINER STOGNER: I t ' s a t w o f o l d -- I f the 

Morrow i s penetrated, then i t t r i g g e r s , you sa i d --

MR. HALL: Yes. 

EXAMINER STOGNER: -- other s t i p u l a t i o n s i n here? 

Q. (By Examiner Stogner) Now, Mr. Carr had asked 

you a question, Mr. Wells, about e x i s t i n g w e l l s . Wouldn't 

these r u l e s cover these once these w e l l s were plugged and 

abandoned? 

A. Well, i f a w e l l i s t o be plugged and abandoned, 

yes. I f t h e r e i s a cu r r e n t w e l l t h a t penetrates the 

u n i t i z e d f o r m a t i o n and t h a t w e l l i s t o be plugged and 

abandoned, these r u l e s we would ask t o be a p p l i e d t o t h a t 
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abandoning s i t u a t i o n , yes, or recompletions of w e l l s t h a t 

may already e x i s t w i t h i n s i d e of the u n i t , c e r t a i n l y . 

Q. Okay, and t h a t ' s c l e a r i n Rule 5 because i t t a l k s 

about the d r i l l i n g of a new w e l l , or recompletion of an 

e x i s t i n g w e l l ? 

A. Right, r i g h t . 

Q. These r u l e s only address the cementing p r a c t i c e s , 

but not s t i m u l a t i o n p r a c t i c e s ; i s t h a t c o r r e c t ? 

A. We have not e l e c t e d t o get i n t o p r e s c r i b i n g 

t h i n g s about f u t u r e operators' i n t e n t i o n t o s t i m u l a t e t h e i r 

w e l l s , no. 

MR. HALL: Mr. Examiner, i f I might address t h a t 

p o i n t , when we use the phraseology i n here, completions or 

recompletions, you said i n the broader sense i f t h e r e i s 

some, say, f r a c t u r e s t i m u l a t i o n outside of the Morrow or 

the u n i t i z e d formation t h a t r e s u l t s i n f r a c t u r e s 

p e n e t r a t i n g the u n i t i z e d f o r m a t i o n , I t h i n k t h a t might be 

considered a completion w i t h i n , and so i t ' s conceivable 

t h a t they could apply i n t h a t c o ntext. 

Q. (By Examiner Stogner) R e f e r r i n g t o E x h i b i t 

Number 28, whatever happened t o t h a t w e l l ? I s t h a t w e l l 

s t i l l producing? Did i t get t u r n e d over? 

A. Well, no, what they d i d was -- Yeah, they d i d 

t u r n over the w e l l , and they ran some t e s t s on i t , but I 

don't t h i n k t h a t the u l t i m a t e d i s p o s i t i o n of t h a t was t h a t 
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i t was found t o be i n communication. I n f a c t , we've got an 

i n t e r p r e t a t i o n today t h a t shows a f a i r l y major f a u l t t h a t 

separates the gas storage u n i t from t h a t w e l l . But a t the 

ti m e , t h a t was a d d i t i o n a l data t h a t went i n t o h e l p i n g us t o 

d e l i n e a t e t h a t f a u l t . 

Q. I s t h a t w e l l s t i l l producing? 

A. I don't know the s t a t u s of t h a t w e l l , t o t e l l you 

the t r u t h . Again, you know, the ongoing performance and 

p r e d i c t a b i l i t y of the pressure and i n v e n t o r y r e l a t i o n s h i p 

at t he storage u n i t has been s u f f i c i e n t f o r the u n i t 

operators t o f e e l comfortable i f t h e i r gas i s being 

maintained w i t h i n some confines and i t hasn't been escaped 

or produced or anything l i k e t h a t . 

The problem i s t h a t we s t i l l contend we don't 

have a good idea of e x a c t l y how f a r l a t e r a l l y our gas might 

propagate. But we don't t h i n k i t propagates t o the west of 

t h a t major f a u l t t h a t separates t h a t Federal Number 1. 

Q. That o r i g i n a l order, or t h a t order from 1984, i f 

t h a t w e l l had been turned over, was t h e r e a clause t h a t 

t h a t u n i t would have a u t o m a t i c a l l y expanded t o i n c l u d e t h a t 

area? 

A. I ' l l have t o defer on t h a t . 

MR. HALL: Mr. Examiner, I j u s t don't know t h e 

complete h i s t o r y of t h a t . A l l we do know i s t h a t the u n i t 

was not expanded t o include t h a t , although I would p o i n t 
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out t h a t under the Underground Gas Storage Act, the u n i t 

o p erator of gas storage u n i t s have the power of eminent 

domain t o condemn acreage l i k e t h a t i n such a circumstance. 

To our knowledge, t h a t was not done. 

We'll be glad t o run down t h a t i n f o r m a t i o n , 

whether t h a t w e l l i s s t i l l producing, p r o v i d e t h a t t o you. 

EXAMINER STOGNER: I ' l l j u s t take a d m i n i s t r a t i v e 

r e c o r d of the D i v i s i o n w e l l f i l e s on t h a t p a r t i c u l a r w e l l . 

Not only eminent domain, but a l s o i t would have been 

o b l i g a t e d , since somebody's vo i d space was being u t i l i z e d 

f o r commercial p r o p e r t i e s and not being p r o p e r l y funded, 

they would have been resp o n s i b l e i n t h a t manner, the 

storage people; i s t h a t c o r r e c t ? 

MR. HALL: Possibly so. 

EXAMINER STOGNER: Possibly, or probably? 

MR. HALL: Maybe. 

EXAMINER STOGNER: Maybe. Hopefully? 

THE WITNESS: Most l i k e l y . 

EXAMINER STOGNER: Are th e r e any other questions 

of Mr. Wells? 

MR. CARR: One. 

FURTHER EXAMINATION 

BY MR. CARR: 

Q. Mr. Wells, have you reviewed any i n f o r m a t i o n on 

the Nearburg w e l l i n the n o r t h h a l f of Section 34? 
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