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WHEREUPON, the f o l l o w i n g proceedings were had a t 

8:25 a.m.: 

EXAMINER EZEANYIM: On page 2 of the docket, we 

c a l l Case Number 13,897. This i s the A p p l i c a t i o n of 

Cimarex Energy Company of Colorado f o r pool c r e a t i o n , a 

discovery allowable and sp e c i a l pool r u l e s , Eddy County, 

New Mexico. 

C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

repres e n t i n g the Applicant. I have t h r e e witnesses. 

EXAMINER EZEANYIM: Any other appearances? 

Okay, may the witnesses stand up t o be sworn, 

please? 

(Thereupon, the witnesses were sworn.) 

JON P. TATE. 

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

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

A. Jon Tate. 

Q. Where do you reside? 

A. I l i v e i n Midland, Texas. 

Q. Who do you work f o r and i n what capacity? 

A. I'm a senior landman employed by Cimarex Energy 

STEVEN T. BRENNER, CCR 
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Company. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, s i r , I have. 

Q. And were your c r e d e n t i a l s as an expert petroleum 

landman accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the land matters 

i n v o l v e d i n t h i s A p p l ication? 

A. Yes, s i r , I am. 

MR. BRUCE: Mr. Examiner, I tender Mr. Tate as an 

expert petroleum landman. 

EXAMINER EZEANYIM: Mr. Tate i s q u a l i f i e d . 

Q. (By Mr. Bruce) B r i e f l y , Mr. Tate, what does 

Cimarex seek i n t h i s case? 

A. Cimarex requests the c r e a t i o n of the Northeast 

Loco Hills-Wolfcamp Pool and a g a s - o i l r a t i o of 6000 t o 1 

f o r the pool. 

Q. And t h i s would be an o i l pool, c o r r e c t ? 

A. Yes, s i r , an o i l pool. 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s k i n d of b i g . I t ' s b a s i c a l l y a lease 

map on a l-inch-to-1000 — equals-1000-foot scale. I t i s 

k i n d of misleading, so — those four inches t h e r e , t h a t ' s 

a c t u a l l y one s e c t i o n , and i t shows the leasehold ownership 

STEVEN T. BRENNER, CCR 
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i n t h i s immediate area. 

Q. Okay. F i r s t i n looking a t t h i s map, i t notes the 

Keely 26 Federal Number 1 w e l l . I s t h a t the discovery w e l l 

f o r t h i s pool? 

A. Yes, i t i s , i n Section 26 of 17 South, 29 East. 

Q. Okay. There's one other w e l l noted, the Jackson 

Federal Well Number 1. Was t h a t a Wolfcamp producer? 
* 

A. At one time, yes, s i r . 

Q. But i t ' s plugged and abandoned? 

A. That i s my understanding, yes, s i r . 

Q. And on t h i s map, the blue where Cimarex's w e l l i s 

denoted ConocoPhillips, what type of arrangement does 

Cimarex have w i t h ConocoPhillips? 

A. We c u r r e n t l y have an e x p l o r a t i o n agreement dated 

November 1st, 2004, t h a t covers f i v e townships and range, 

one of which i s 17-29, and i t ' s included on t h i s Keely 

w e l l . 

Q. Okay, so Cimarex i s d r i l l i n g w e l l s under t h a t 

agreement? 

A. Yes, s i r , we've d r i l l e d q u i t e a few w e l l s . 

Q. And again looking a t t h i s map, are the only two, 

you know, c u r r e n t or former Wolfcamp w e l l s noted i n red on 

the map? 

A. Yes, s i r , they are. 

Q. Therefore, there are no other Wolfcamp w e l l s 

STEVEN T. BRENNER, CCR 
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w i t h i n one mil e of the Keely 2 6 Number 1? 

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

Q. And was E x h i b i t 1 compiled from company business 

records? 

A. Company business records, the Federal R e g i s t e r 

and the State Land O f f i c e . 

Q. And i n your opinion, i s the g r a n t i n g of t h i s 

A p p l i c a t i o n i n the i n t e r e s t of conservation and the 

p r e v e n t i o n of waste? 

A. Yes, s i r , i t i s . 

MR. BRUCE: Mr. Examiner, because we're not 

seeking an increase i n spacing or a l t e r i n g anybody's 

r i g h t s , and there are no other Wolfcamp w e l l s , no n o t i c e 

was r e q u i r e d t o be given under D i v i s i o n Rules. The only 

operator w i t h i n a mile i s Cimarex, and t h e r e f o r e no ma i l — 

w r i t t e n c e r t i f i e d n o t i c e was re q u i r e d t o be given t o 

anyone. 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: Mr. Examiner, I would move the 

admission of E x h i b i t 1. 

EXAMINER EZEANYIM: E x h i b i t 1 w i l l be admitted 

under evidence. 

MR. BRUCE: And I have no f u r t h e r questions. 

MR. BROOKS: What i s the a c t u a l area where you're 

requ e s t i n g the pool t o be created? 

STEVEN T. BRENNER, CCR 
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MR. BRUCE: I t would j u s t be — I t h i n k t he 

D i v i s i o n would — ge n e r a l l y creates and expands o i l pools, 

c u r r e n t l y , by quarter s e c t i o n . So i t would be the 

northeast quarter of Section 26. 

MR. BROOKS: Okay, so t h a t ' s a l l you're asking 

f o r r i g h t a t the moment? 

MR. BRUCE: That i s c o r r e c t . 

MR. BROOKS: Okay, thank you. 

EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. And those — these — ConocoPhillips, i s i t i n 

blue or green? Can you ex p l a i n t h e i r — you s a i d you have 

w i t h them? 

A. The agreement, s i r ? 

Q. Yeah, on t h a t ConocoPhillips — 

A. I t ' s an e x p l o r a t i o n agreement where we're 

e n t i t l e d — we can d r i l l anywhere on t h e i r acreage t h a t we 

wish. And what we do i s , we earn 55 percent of t h e i r 

o r i g i n a l i n t e r e s t . We d r i l l the w e l l t o casing p o i n t , and 

at casing p o i n t they have the opt i o n t o review the logs and 

d r i l l i n g data, RFT, d r i l l stem t e s t , whatever. And a t t h a t 

p o i n t they can e l e c t t o p a r t i c i p a t e and pay t h e i r share of 

45 percent of t h e i r i n t e r e s t t o get the w e l l t o casing 

p o i n t and set pipe. 

I f they e l e c t not t o p a r t i c i p a t e i n the d r i l l i n g 

STEVEN T. 
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of the w e l l , they give us t h a t remaining 45 percent and 

reserve an o v e r r i d i n g r o y a l t y such t h a t we get a 78-percent 

net revenue i n t e r e s t lease. And t h i s i s probably, I'm 

going t o guess, anywhere from the 25th t o probably about — 

I don't know, 15 t o 25 w e l l s was d r i l l e d under t h i s 

agreement. 

EXAMINATION 

BY MR. BROOKS: 

Q. I'm so r r y , I probably wasn't f o l l o w i n g as 

c a r e f u l l y as I should, but does Cimarex also operate t h i s 

Jackson Federal Number 1 well? 

A. No, s i r , we don't. 

Q. Okay. Well, you said there were no other 

operators w i t h i n one mil e . 

MR. BRUCE: That w e l l i s plugged and abandoned. 

Q. (By Mr. Brooks) Oh, okay. And does your 

agreement, then, extend t o t h i s BP acreage t h a t ' s shown i n 

green i n here? 

A. No — Well, I ' d l i k e t o say yes or no. Not 

ne c e s s a r i l y . These are j u s t the lease owners of record. 

There could be operating r i g h t s , t h a t i f Conoco could have 

go t t e n l i k e 25 percent of the operating r i g h t s , we could go 

i n t h e r e . But I don't know t h a t we have any ownership i n 

t h a t w e l l a t a l l — or i n t h a t s e c t i o n a t a l l . 

MR. BRUCE: But under the D i v i s i o n Rules, we only 

STEVEN T. 
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BRENNER, CCR 
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have t o n o t i f y operators of e x i s t i n g Wolfcamp w e l l s . 

MR. BROOKS: Okay. 

EXAMINER EZEANYIM: So t h a t way i t ' s plugged and 

abandoned — 

MR. BRUCE: Correct. 

EXAMINER EZEANYIM: — a t l e a s t f o r — who — 

t h a t well? 

MR. BRUCE: I t h i n k our engineer could — w i l l 

discuss t h a t — 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: — and the g e o l o g i s t w i l l discuss 

t h a t f u r t h e r . 

EXAMINER EZEANYIM: Okay, you may be excused. 

THE WITNESS: Thank you, s i r . Appreciate i t . 

LEE CATALANO. 

the witness h e r e i n , a f t e r having been f i r s t duly 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 : 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r the record? 

DIRECT EXAMINATION 

A. Lee Catalano. 

EXAMINER EZEANYIM: Lee — 

THE WITNESS: Lee Catalano. 

Q. (By Mr. Bruce) Sp e l l t h a t f o r the c o u r t 

r e p o r t e r 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

11 

A. C-a-t-a-l-a-n-o. 

Q. And where do you reside? 

A. Midland, Texas. 

Q. What i s your j o b , and who i s your employer? 

A. I'm a senior g e o l o g i s t w i t h Cimarex Energy t h e r e 

i n Midland. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the D i v i s i o n 

as a petroleum geologist? 

A. Yes. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the geology i n v o l v e d i n 

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

A. Yes. 

Q. And does your job a t Cimarex cover t h i s area of 

southeast New Mexico? 

A. Yes, i t does. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Catalano 

as an expert petroleum g e o l o g i s t . 

EXAMINER EZEANYIM: Mr. Catalano i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Catalano, could you r e f e r t o 

E x h i b i t 2 and j u s t very b r i e f l y discuss what t h i s shows? 

A. This map i s a production map. Color key i s down 

i n the south — the bottom corner of the map th e r e , showing 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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d i f f e r e n t producing formations i n the area. And of 

i n t e r e s t t o our Keely 2 6 Number 1, the only other Wolfcamp 

producer i s the p r e v i o u s l y mentioned w e l l up i n the 

northeast quarter of the northwest quarter of Section 35. 

EXAMINER EZEANYIM: Which ones? Which ones? 

Apart from Keely Number 1, which ones are producing? 

THE WITNESS: The only other Wolfcamp w e l l t h a t 

produced i s down i n Section 35 t o the south of us. I t ' s 

k i n d of a p u r p l i s h - r e d c o l o r . 

EXAMINER EZEANYIM: Oh, okay. I s i t s t i l l 

producing there? 

THE WITNESS: Pardon me? 

EXAMINER EZEANYIM: I s i t s t i l l producing from 

the Wolfcamp? 

THE WITNESS: I t i s not producing, no. 

EXAMINER EZEANYIM: Oh, i s t h a t one t h a t i s 

plugged and abandoned? 

THE WITNESS: Yes, i t ' s been plugged. I t may be 

producing from the shallower zone, but i t does not produce 

i n t he Wolfcamp. 

Q. (By Mr. Bruce) And t h i s map was simply prepared 

f o r purposes of the Form C-109, which i s the request t o 

create a pool and f o r a discovery a l l o w a b l e ; i s t h a t 

c o r r e c t , Mr. Catalano? 

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

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

13 

Q. Okay. Let's move on t o E x h i b i t 3, and could you 

discuss the zone t h a t has been developed i n the Keely 2 6 

Number 1? 

A. This i s a s t r u c t u r a l cross-section showing the 

c o r r e l a t i o n between the Jackson Federal w e l l i n Section 35, 

which i s the plugged Wolfcamp w e l l , and our Keely 2 6 

Federal Number 1 discovery w e l l . And i t shows the 

d i s c o n t i n u i t y of the p o r o s i t y zones w i t h i n t h a t 

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

Q. But the two w e l l s are producing — I mean, the 

Keely w e l l i s s t r u c t u r a l l y higher than the Jackson w e l l ? 

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

Q. But they are c o r r e l a t i v e zones? 

A. They are c o r r e l a t i v e . 

Q. Down a t the bottom under the Jackson w e l l , do you 

r e c a l l who d r i l l e d t h i s well? 

A. I t was d r i l l e d by ARCO. 

Q. Okay. And underneath the Jackson w e l l l o g i s a 

l i t t l e time-versus — I t h i n k — production c h a r t . What 

does t h a t i n d i c a t e ? 

A. That's showing the — That's the p r o d u c t i o n curve 

f o r the w e l l , showing the o i l , gas and water t h a t was 

produced from t h a t r e s e r v o i r . And the time frame t h e r e 

from nineteen-eighty- — b a s i c a l l y produced from e a r l y 1985 

t o 1986, j u s t f o r a year. 

STEVEN T. BRENNER, CCR 
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Q. Okay, and then i t was abandoned i n — 

A. And then — 

Q. — t h a t zone? 

A. And then i t was abandoned from t h a t zone. No 

f u r t h e r production from t h a t zone. 

Q. Okay. Let's move on t o E x h i b i t 4. What does 

t h i s show? 

A. E x h i b i t 4 i s a net p o r o s i t y isopach map of the 

lower Wolfcamp zone showing the two w e l l s t h a t were on the 

cros s - s e c t i o n and the separate p o r o s i t y i n t e r v a l s t h a t 

they're producing from. 

Q. Now, one t h i n g about t h i s w e l l , you're w i t h i n a 

mi l e of i t . Was a Wolfcamp pool ever created f o r t h i s 

Jackson w e l l , the one t h a t ' s abandoned i n the Wolfcamp? 

A. No. 

Q. Okay. So t h a t ' s why you're seeking a new pool 

c r e a t i o n a t t h i s point? 

A. Correct. 

Q. And does the engineer have some a d d i t i o n a l data 

on — 

A. Yeah. 

Q. — production from t h a t well? 

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

Q. Moving t o E x h i b i t 5 — 

EXAMINER EZEANYIM: Before you go t o 5 — 

STEVEN T. BRENNER, CCR 
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THE WITNESS: Yes. 

EXAMINER EZEANYIM: — do you know where t h a t 

Jackson w e l l produced from? From the same Jackson — I 

mean t h a t Jackson w e l l t h a t i s one mil e away from your 

Keely Number 1? Do you know which pool produced t h a t ? 

THE WITNESS: O r i g i n a l l y , what I remember seeing, 

i t was f i l e d as a Cisco completion, but I don't know i f — 

I don't — I'm not aware t h a t a pool was ever assigned t o 

i t . 

MR. BRUCE: So there i s no other pool name f o r 

t h a t w e l l , or no pool name f o r t h a t w e l l . 

EXAMINER EZEANYIM: That's what I was wondering. 

Q. (By Mr. Bruce) What i s E x h i b i t 5, Mr. Catalano? 

A. E x h i b i t 5 i s a cross-section — I'm s o r r y , 

s t r u c t u r e map a t the base of the lower Wolfcamp zone, 

showing t h a t our Keely 26 Federal Number 1 i s approximately 

50 f e e t high t o the Jackson w e l l down t o the south. 

Q. And even though they're c o r r e l a t i v e zones t h a t 

w i l l only produce f o r a w h i l e , i n your o p i n i o n , 

g e o l o g i c a l l y speaking, i s t h i s a new r e s e r v o i r ? 

A. I be l i e v e i t ' s a new r e s e r v o i r . 

Q. Were E x h i b i t s 2 through 5 prepared by you or 

under your supervision? 

A. Yes, they were. 

Q. And i n your opinion i s the g r a n t i n g of t h i s 

STEVEN T. BRENNER, CCR 
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A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

prevent i o n of waste? 

A. Yes, I do. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Cimarex E x h i b i t s 2 through 5. 

EXAMINER EZEANYIM: E x h i b i t s 2 through 5 w i l l be 

admitted under evidence. 

MR. BRUCE: And I have no f u r t h e r questions. 

EXAMINER EZEANYIM: Mr. Brooks? 

MR. BROOKS: No questions. 

EXAMINER EZEANYIM: There are some g e o l o g i c a l 

questions I might ask, but l e t me hear the engineer f i r s t 

and see — 

THE WITNESS: Okay. 

EXAMINER EZEANYIM: You w i l l be here so you can 

answer — 

THE WITNESS: Yes. 

EXAMINER EZEANYIM: — some of them? 

MAURICE P. GADDIS. JR.. 

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. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 
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A. My name i s Maurice P. Gaddis. I r e s i d e i n 

Midland, Texas. 

Q. And who do you work f o r and i n what capacity? 

A. I'm a senior r e s e r v o i r engineer w i t h Cimarex 

Energy. 

Q. Have you pr e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert r e s e r v o i r 

engineer accepted as a matter of record? 

A. Yes. 

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

inc l u d e t h i s p a r t of southeast New Mexico? 

A. Yes, i t does. 

Q. And are you f a m i l i a r w i t h the r e s e r v o i r 

engineering involved i n t h i s A p p l i c a t i o n ? 

A. Yes. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Gaddis 

as an expert r e s e r v o i r engineer. 

EXAMINER EZEANYIM: Mr. Gaddis i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Mr. Gaddis, could you r e f e r t o 

E x h i b i t 6 and discuss the r e s e r v o i r p r o p e r t i e s of the two 

w e l l s i n t h i s area? 

A. Okay. As t h i s e x h i b i t shows, t h a t I wanted t o do 

a comparison between the Jackson Federal 1, which we know 
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produced from a Wolfcamp zone, and also the Keely 2 6 

Federal Number 1. I t h i n k the most obvious t o us was t h a t 

the o i l g r a v i t y f o r the Keely w e l l was a 66-degrees API, 

and the Jackson Federal was reported as 45, s i g n i f i c a n t 

d i f f e r e n c e . 

Our i n i t i a l GORs, ours was a l i t t l e over 5700 

standard cubic f e e t per b a r r e l , and the i n i t i a l GOR a t the 

Jackson Federal was 1260. 

We d i d n ' t have any pressure or any f l u i d l e v e l s 

we could f i n d on the Jackson Federal. Our bottomhole 

pressure was f a i r l y normal f o r t h a t depth i n t h a t p a r t of 

the world a t 3895. And again, the others — average 

p o r o s i t i e s were f a i r l y close, 5 f o r Keely, 4 f o r Jackson. 

The average water s a t u r a t i o n s e s s e n t i a l l y was the 

same. Our net pay was considerably higher than — i n the 

Keely w e l l , which would more or less account f o r the r e a l l y 

good production we saw. 

And I t h i n k t h a t as f a r as j u s t a note on the 

bottomhole pressure again, not being able t o f i n d anything 

f o r the Jackson Federal, but i n — I ' l l discuss the 

p r o d u c t i o n here i n a moment from the Jackson Federal, t h a t 

i t was probably about the same pressure. 

Q. So i n your opinion, the pressure f o r the Keely 

w e l l , 3895 p . s . i . , should be, i n your o p i n i o n , a v i r g i n 

pressure? 
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A. Yes. 

EXAMINER EZEANYIM: What i s the pressure a t the 

p o i n t you measure your g a s - o i l r a t i o ? Gas — i n i t i a l gas-

o i l r a t i o ? Was i t a t t h a t pressure? 

THE WITNESS: The g a s - o i l r a t i o — 

EXAMINER EZEANYIM: Yes — 

THE WITNESS: — we have — 

EXAMINER EZEANYIM: — I mean, your i n i t i a l gas-

o i l r a t i o i s 5728, r i g h t ? That i s i n i t i a l ? 

THE WITNESS: That was the i n i t i a l GOR, yes, s i r . 

Q. (By Mr. Bruce) Let's discuss the p r o d u c t i o n 

c h a r a c t e r i s t i c s from the two w e l l s . Why don't you look a t 

E x h i b i t s 7 and 8 together, Mr. Gaddis — 

A. Okay. 

Q. — and describe the production from these wells? 

A. The f i r s t one l e t ' s take a look a t as we compare 

these t o each other, the Jackson Federal 1 Wolfcamp, as 

s t a t e d e a r l i e r , i t came i n i n e a r l y '85, February of '85 

was the f i r s t r eported production. The green square on the 

— I guess the production graph shown, i s an average d a i l y 

p r o d u c t i o n f o r t h a t month, f o r your own i n f o r m a t i o n t h e r e , 

as w e l l as the gas and the d a i l y water. The g a s - o i l r a t i o 

i s also shown as a — p o i n t i n g t o the top t r i a n g l e w i t h the 

yellow — i t ' s a yellow background but a red l i n e around 

i t . 
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The important p a r t t o note here i s , the o i l w e l l 

came on very strong, and the gas was low t o s t a r t w i t h and 

a c t i n g much l i k e a black o i l r e s e r v o i r from j u s t pressure 

d e p l e t i o n . The g a s - o i l r a t i o climbed, and then i t began t o 

f a l l o f f as the o i l f e l l o f f . And the o i l — a c t u a l l y , i t 

came on very strong, i n d i c a t i v e of some very good 

p e r m e a b i l i t y or f r a c t u r e s or both, and w i t h i n a year i t was 

depleted. As was p r e v i o u s l y shown on the net pay isopach 

map, we l i k e t h i s i s i n d i c a t i v e of a very l i m i t e d r e s e r v o i r 

t h a t the Jackson Federal produced from. 

Q. And what does E x h i b i t 8 show? 

A. Okay, our next e x h i b i t , the Keely 2 6 Federal 

Number 1, t h i s i s our Wolfcamp production from t h i s w e l l . 

I t s t a r t e d — This i s day-by-day production from our own 

d a i l y w e l l t e s t s t h a t we get on t h i s w e l l . I t began 

pro d u c t i o n December 13th. And as you can see, the — once 

we had — we had some — our usual s t a r t u p times and l i n i n g 

equipment out, and as we began t o get i t s t a b i l i z e d t h e r e 

toward the l a t t e r p a r t of December we saw t h a t we had an 

i n i t i a l r a t e of around 268 b a r r e l s a day, and the g a s - o i l 

r a t i o , as p r e v i o u s l y s t a t e d , was 5728. 

This — the choke we had i t set on was a — 

e v e n t u a l l y f o r the s t a b i l i z a t i o n , was a 10/64. And as i t 

seemed t o s t a b i l i z e out, i t was a s l i g h t d e c l i n e commencing 

a f t e r t h a t , but what we d i d n o t i c e was t h a t the gas was 
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d e c l i n i n g , the o i l was s l i g h t l y d e c l i n i n g as w e l l , but our 

g a s - o i l r a t i o was — wh i l e there i s some up-and-down 

movement i n i t , you can draw a l i n e through i t and say, 

Okay, t h i s i s f a i r l y s t a b l e - l o o k i n g . I t ' s about 10,000 a t 

t h a t p o i n t . 

But what we do n o t i c e i s t h a t i n e a r l y March we 

wanted t o see i f t h i s w e l l had a choke s i z e and a most 

optimum producing r a t e . We open the choke up t o a 12/64 

and we see — and you can see a subsequent increase i n gas 

t h a t came up and immediately began t o d e c l i n e o f f . The o i l 

s t a b i l i z e d f o r a wh i l e . Then when we opened up t o a 14/64 

choke we saw a jump i n gas, but i t immediately f e l l o f f the 

next day, and the same t h i n g happened t o the o i l . And I 

t h i n k what — the reason we only l a s t e d t h r e e days th e r e 

was t h a t we saw the water jump up immediately. 

And whether t h i s was mobile water i n the 

r e s e r v o i r or something tonguing up from below, we d i d not 

know. But we wanted t o squeeze i t back and make sure we 

d i d n ' t s t a r t b r i n g i n g water i n . 

We squeezed i t back t o an 8/64 choke, and you can 

see the subsequent drop i n the gas production and a — I 

t h i n k almost an abnormal drop i n o i l p r oduction. 

And then we squeezed i t back again t o a 6/64. 

And a t t h a t p o i n t we saw loading, our choke began t o p l u g 

o f f . We don't know whether the pressure drop was due t o 

STEVEN T. 
(505) 

BRENNER, CCR 
989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

22 

hydrates f r e e z i n g . We saw possible i c e c r y s t a l s , we also 

saw some p o t e n t i a l p a r a f f i n . And the pressure drop a t the 

nozzle was causing t h i s , but i t was also causing the gas — 

I'm s o r r y , the loading up t o prevent the gas and the o i l 

from coming i n . And a t the end of t h a t time frame, before 

we t o t a l l y l o s t our production, we opened i t back up t o a 

10/64, and you can see the recovery on the t a i l end of the 

prod u c t i o n . 

Q. So i n s h o r t , i f you choke back p r o d u c t i o n too 

much, the w e l l would d i e on you. 

A. Choking i t back too much w i t h t h i s — a t the 

pressure i t ' s a t , i t w i l l cause the w e l l t o d i e . 

Q. And you would l i k e t o avoid t h a t a t a l l costs? 

A. Yes, we would l i k e t o continue t o produce a t what 

we t h i n k i s our most optimum producing r a t e . 

Q. From an engineering standpoint, do you see any 

harm t o the r e s e r v o i r by increasing the g a s - o i l r a t i o from 

2000 t o 6000-to-l? 

A. No, there w i l l not be any harm t o the r e s e r v o i r 

t o increase the GOR. 

Q. And t h e r e f o r e there would be no loss of reserves 

by the increase i n the GOR? 

A. There w i l l be no loss of reserves. 

Q. What i s E x h i b i t 9, Mr. Gaddis? 

A. E x h i b i t 9 i s our Form C-109 f o r a — I guess a 
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new po o l , E x h i b i t . And t h i s piece of i t t h a t I was most 

responsible f o r was the o i l w e l l p o t e n t i a l , as I had s t a t e d 

e a r l i e r , our t e s t of 268 b a r r e l s a day i n 24 hours, and we 

d i d see 22 b a r r e l s of water t h a t had since f a l l e n o f f . And 

the gas through t h a t t e s t was 1535 MCF. 

Q. And t h i s r e s u l t e d i n the GOR t h a t the Examiner 

asked you about, the 5728? 

A. Yes. 

Q. And when d i d the i n i t i a l p r oduction begin? 

A. This was December 13th, 19- — I'm s o r r y , 2006. 

I'm i n the wrong decade. 

Q. Does Cimarex request t h a t the pool r u l e s f o r t h i s 

w e l l be made r e t r o a c t i v e t o the date of f i r s t production? 

A. Yes. 

Q. And does Cimarex also request a discovery 

allowable f o r t h i s well? 

A. Yes. 

Q. Were E x h i b i t s 6 through 9 prepared by you or 

under your supervision or compiled from company business 

records? 

A. Yes. 

Q. And i n your opinion, i s the g r a n t i n g of Cimarex's 

A p p l i c a t i o n i n the i n t e r e s t s of conservation and the 

pre v e n t i o n of waste? 

A. Yes. 
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MR. BRUCE: Mr. Examiner, I ' d move the admission 

of E x h i b i t s 6, 7, 8 and 9. 

EXAMINER EZEANYIM: E x h i b i t s 6, 7, 8 and 9 w i l l 

be admitted under evidence. 

MR. BRUCE: And I have no f u r t h e r questions of 

the witness. 

MR. BROOKS: No questions. 

EXAMINATION 

BY EXAMINER EZEANYIM: 

Q. What type of r e s e r v o i r are we t a l k i n g about here? 

A. What happened t o the well? 

Q. I mean what type of r e s e r v o i r are you t a l k i n g 

about? This i s an o i l r e s e r v o i r . What type of r e s e r v o i r 

do you t h i n k i t is? 

A. We d i d some PVT work through FESCO, and my f i r s t 

thought, i t was a v o l a t i l e o i l r e s e r v o i r , and I tend t o 

stay i n t h a t d i r e c t i o n because the g a s - o i l r a t i o d i d come 

i n — w h i l e i t came i n f a i r l y high, i t d i d not — i t got up 

around the 10,000 l e v e l , and i t j u s t seemed t o l e v e l out 

th e r e . 

Q. Yeah. 

A. There i s a p o s s i b i l i t y t h a t i t i s a very, very 

r i c h gas r e s e r v o i r . The PVT data i n d i c a t e d the p o s s i b i l i t y 

of a dewpoint, however a v o l a t i l e o i l r e s e r v o i r can t r i c k 

you and also show you the same t h i n g s . So I — because 
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t h i s g a s - o i l r a t i o has not gone above 2 0,000 I would tend 

t o lean t h a t i t i s an o i l r e s e r v o i r . 

And the second piece of t h a t i s t h a t because we 

saw what appears t o be some p a r a f f i n plugging a t the choke, 

when we reduced the choke size t o the 6/64, and some a t the 

8/64, the pressure drop across the choke was so great t h a t 

I b e l i e v e the Joule-Thompson e f f e c t was enough t o cause 

some of the hydrates t o form. But the f a c t t h a t we saw 

some type of heavy hydrocarbon plugging i t o f f , i t would 

lead me t o be l i e v e t h a t there's enough heavy above the 

heptanes t h a t i t ' s an o i l , t h a t i t i s r e a l l y a black o i l . 

Q. Why do you t h i n k t h i s i s a discovery w e l l ? 

Why — Can you e x p l a i n t o me why you t h i n k t h i s w e l l i s a 

discovery well? 

A. The reason I believe i t ' s a discovery w e l l was 

t h a t t o the south the Jackson Federal produced f o r a very 

sh o r t time. I f t h a t r e s e r v o i r had been connected t o our — 

wh i l e i t i s i n the same c o r r e l a t i v e i n t e r v a l as the 

Wolfcamp, when t h i s w e l l was attempted from a — from a 

piece of i n f o r m a t i o n t h a t when the w e l l s t a r t e d f a l l i n g o f f 

they attempted t o pump the w e l l , and they could get no more 

i n f l o w , they d i d not — the pressure was so low t h a t i t d i d 

not appear t o be connected t o the r e s t of the r e s e r v o i r . 

While our w e l l has 25 t o 27 f e e t of net pay, very low 

p o r o s i t y , i t appears t o have very good — i t could be t h a t 
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we're seeing e i t h e r secondary p o r o s i t y i n t h e r e , as w e l l as 

a du a l - p e r m e a b i l i t y system, you could have f r a c t u r e s — 

mi c r o f r a c t u r e s as w e l l as n a t u r a l p e r m e a b i l i t y , and we are 

seeing a l o t more — I beli e v e a l o t more produ c t i o n on 

a — i f you put i t i n t o r e s e r v o i r basis than what the other 

w e l l saw. But the f a c t t h a t the Jackson Federal f e l l o f f 

t o nothing and they could not pump i t t o get any i n f l o w 

i n t o the w e l l t e l l s me t h a t our w e l l i s a separate 

r e s e r v o i r e n t i r e l y . 

Q. I asked t h i s question before. Do you t h i n k t h a t 

t h a t Jackson Federal produced from the Cisco i n s t e a d of 

from the Wolfcamp? I s t h a t — 

A. I have t o go w i t h my g e o l o g i s t on t h i s . When the 

tops — when we s l i d the logs and took a look a t them, 

w h i l e i t was c a l l e d Cisco o r i g i n a l l y by ARCO, i t i s a 

Wolfcamp zone, and i t i s c o r r e l a t i v e t o the same Wolfcamp 

zone t h a t we're i n , but i t ' s a very l i m i t e d r e s e r v o i r . 

Q. When was t h i s w e l l d r i l l e d ? 

A. The ARCO w e l l was d r i l l e d — i t began p r o d u c t i o n 

i n February, 1985 — 

Q. Yeah, I'm — I mean, I'm not t a l k i n g about the 

Jackson, I'm t a l k i n g about the Keely. 

A. Oh, the Keely well? 

Q. Yeah. 

A. I bel i e v e we a c t u a l l y were able t o TD t h a t w e l l 
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i n October of 2006, and we a c t u a l l y got on the w e l l t o 

produce i t i n November, roughly — Okay. 

Q. I t was i n November or December. I t h i n k you s a i d 

f i r s t p r oduction was — 

A. Yeah, we began producing i n December, December 

13th of 2006 was f i r s t production from the Wolfcamp. 

MR. BRUCE: Where was the TD i n the we l l ? 

THE WITNESS: Around 11,000, Lee, i n the Morrow? 

I t was i n the Morrow, around 11,000 f e e t . 

Q. (By Examiner Ezeanyim) But you are i n t e r e s t e d i n 

the Wolfcamp? 

A. Yes, s i r . 

Q. Okay, what i s the p h y s i c a l l o c a t i o n of t h i s w e ll? 

I mean, the footage l o c a t i o n of the well? I mean, what i s 

the footage l o c a t i o n of t h i s well? 

A. Have you got a copy of the — 

MR. BRUCE: I t ' s — Mr. Examiner, on E x h i b i t 9, 

i f you look a t t h a t , i t i s 1980 f e e t from the n o r t h l i n e 

and 1550 f e e t from east l i n e . 

Q. (By Examiner Ezeanyim) Okay. And i f I look a t 

t h a t , t h a t ' s nonstandard. Did you get your NSL before you 

d r i l l e d the well? I t ' s 2000 f e e t from the u n i t boundary. 

Did you have an NSL t o d r i l l the well? 

MR. BRUCE: I t was standard f o r a Morrow w e l l , i t 

would be — t h a t ' s r i g h t , i t would be unorthodox f o r a — 
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EXAMINER EZEANYIM: Yeah, i t ' s unorthodox i f 

you — 

MR. BRUCE: No, we don't, and w e ' l l apply 

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

THE WITNESS: Do you have one? 

MR. FARRIS: Yeah, we got i t , because when we 

were going t o come back up — 

MR. BRUCE: Okay. 

MR. FARRIS: Yes. 

MR. BRUCE: We w i l l get you the — That's r i g h t , 

we d i d . 

EXAMINER EZEANYIM: I was wondering. 

MR. BRUCE: Mr. Examiner, t h a t was approved i n 

March, and I w i l l get you the order number. I couldn't 

remember. 

MR. BROOKS: I t h i n k I may have w r i t t e n t h a t one. 

I'm not sure, but I — 

MR. BRUCE: I t h i n k so. 

MR. BROOKS: — I knew there was something 

f a m i l i a r about t h i s w e l l name, but — 

MR. BRUCE: We w i l l get you the order. 

EXAMINER EZEANYIM: I n March, 2007? 

MR. BRUCE: Yes. 

Q. (By Examiner Ezeanyim) Okay. So where i s the 

casing shoe on t h i s well? 
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A. I w i l l have t o see i f i t ' s — Let me get a l o g 

t h a t t e l l s us our casing shoe — I be l i e v e the long s t r i n g , 

when we went t o the Morrow, we set 5-1/2-inch through the 

Morrow — 

Q. Uh-huh. 

A. — which would be approximately 11,000 f e e t , I 

be l i e v e . 

Q. I want t o know the — w e l l , so t h a t ' s — Okay, 

yeah, you went t o the Morrow, okay. I n c a l c u l a t i n g the 

allowable f o r your discovery w e l l , you know, we need t o 

know what i t i s i n the Wolfcamp. Of course, I know your 

p e r f o r a t i o n s . I t h i n k your p e r f o r a t i o n i s a t 9078; i s t h a t 

r i g h t ? 

A. Yes, p e r f o r a t i o n s were 9078 t o 9188. 

Q. Okay. Okay, so i t doesn't r e a l l y matter where 

your casing shoe i s . I t might be i n the Morrow — 

A. Okay. 

Q. Could you e x p l a i n why we d i d n ' t do any due 

process here? You know, because when you are doing t h i s 

you need t o n o t i f y everybody, you — can you e x p l a i n i t t o 

me why ther e were no advertisements, t h e r e were no no t i c e s 

t o anybody? 

MR. BRUCE: Mr. Examiner, under D i v i s i o n Rules, 

i f you create a new pool — i f you seek an increase i n 

spacing where there would be a d i f f e r e n c e i n ownership 
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where somebody would have t h e i r i n t e r e s t reduced or e t 

cetera, then you have t o n o t i f y a l l of the i n t e r e s t owners 

i n the w e l l and i n the w e l l u n i t . 

But under — and I don't have the r u l e number i n 

f r o n t of me. When you are doing something other than 

increase, when you're c r e a t i n g a pool but doing something 

other than i n c r e a s i n g spacing — 

EXAMINER EZEANYIM: Uh-huh. 

MR. BRUCE: — you only n o t i f y operators i n the 

poo l , and the only one i s Cimarex, plus operators of other 

Wolfcamp w e l l s w i t h i n a mil e . And as the witnesses have 

t e s t i f i e d , t h e r e are no other Wolfcamp w e l l s w i t h i n a m i l e , 

and t h e r e f o r e n o t i c e wasn't re q u i r e d t o be given t o anyone. 

MR. BROOKS: I t h i n k the Rule i s 1210, but I 

don't have i t memorized. I f we need t o check i t , I ' l l need 

t o go get my book. 

EXAMINER EZEANYIM: No, don't worry, t h a t ' s okay. 

MR. BROOKS: I'm always — I always r e g r e t i t 

when I come down here without my book. 

Q. (By Examiner Ezeanyim) Okay. Yeah, okay, more 

questions, I'm sorr y . I need t o get t h i s i n f o r m a t i o n so I 

can make a de c i s i o n here. 

How d i d you come up w i t h the name of the pool? 

Did you discuss w i t h D i s t r i c t 2, A r t e s i a , or d i d you j u s t 

name i t whatever you wanted t o name i t ? Did you discuss 
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w i t h the D i s t r i c t O f f i c e t o see how you come up w i t h the 

name? As you know, a l l the nomenclature we do here, we 

make sure our d i s t r i c t g e o l o g i s t i s inv o l v e d i n the — so 

they have an idea what's going on. 

MR. FARRIS: Yes, Bryan — 

MR. BRUCE: Yeah, one of the people from Cimarex 

who's not a witness here says he d i d discuss i t w i t h Mr. 

Ar r a n t i n the A r t e s i a O f f i c e . And of course t h i s i s q u i t e 

close t o Loco H i l l s , which — There are other pools around 

here, North Loco H i l l s , t h i s and t h a t , and Northeast Loco 

H i l l s . So they d i d discuss i t w i t h the D i s t r i c t O f f i c e . 

EXAMINER EZEANYIM: Okay, so you want i n the 

Northeast Loco Hills-Wolfcamp? 

MR. BRUCE: Yes. 

EXAMINER EZEANYIM: Well, you need t o discuss 

w i t h Bryan A r r a n t t o see i f he's comfortable w i t h t h a t . 

MR. BRUCE: Yeah, he d i d . They d i d discuss i t 

w i t h him. 

Q. (By Examiner Ezeanyim) Okay, so what type of 

pool r u l e s are you asking for? 

MR. BRUCE: Mr. Examiner, l e t me answer t h a t . 

Other than the 6000-to-l GOR, everything would be 

statewide, 40-acre spacing, 330-feet setbacks — 

EXAMINER EZEANYIM: Okay. 

MR. BRUCE: — and t h a t ' s b a s i c a l l y i t . 
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Q. (By Examiner Ezeanyim) — Okay. So the only — 

here i s 2000 t o 1, you want 6000 — 

A. Yes. 

Q. — because you t h i n k t h a t ' s what — By producing 

a t 6000, don't you t h i n k y o u ' l l deplete the r e s e r v o i r very 

f a s t , since you said i t ' s a v o l a t i l e o i l r e s e r v o i r ? 

A. I t h i n k t h a t we w i l l have t o have t h a t type of 

allowa b l e , the 6000, because i f we — i f i t ' s anything 

l e s s , we won't be able t o produce a t an optimum r a t e , or i t 

r e a l l y won't be able t o produce very long — 

Q. Uh-huh. 

A. — so... 

EXAMINER EZEANYIM: Okay, I have no t h i n g f u r t h e r . 

Thanks. 

THE WITNESS: Thank you. 

MR. BRUCE: I have nothing f u r t h e r i n t h i s 

matter, Mr. Examiner. 

EXAMINER EZEANYIM: Okay, a t t h i s p o i n t Case 

Number 13,897 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:01 a.m.) 

* * * 
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