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1 MR. EZEANYIM: Let's go back on the record now. And 

2 before I c a l l the next case, I need t o make some observations. 

3 As you see, we l o s t our l e g a l examiner. And I t h i n k there was 

4 some c o n f l i c t t h e r e , so he's not going t o s i t i n . So I know 

5 most of you here are a t t o r n e y s . Don't bombard us w i t h a l l t h i s 

6 l e g a l rambling, because we w i l l not understand. We are a l l 

7 engineers here, me and Terry. So you i f you t e l l us anything, 

8 we may not understand i t . 
9 And also the reason -- and I'm also t a l k i n g t o the 

10 witnesses — please t e l l me e x a c t l y what you are saying. Don't 

11 go around i t and around i t and a l l t h a t . I get bored. I don't 

12 l i k e a l l -- too much, you know -- j u s t t e l l me e x a c t l y what you 

13 want, t e c h n i c a l l y . That way we won't go around i t and waste 

14 a l l t h a t time and come back t o the f i r s t t h i n g . 

15 So f i r s t , l e g a l people, don't bombard us too much 

16 because we don't know what t o do. We're not att o r n e y s . We're 

17 engineers. 

18 Second, the t e c h n i c a l witnesses, t e l l us e x a c t l y what 

19 you want and then I w i l l go from t h e r e . And then, since we 

20 don't have an a t t o r n e y here, i f one of you guys t h i n k I need 

21 one, I might have t o recess at t h a t p o i n t and f i n d an a t t o r n e y . 

22 I t h i n k we're going t o proceed today. Let's s t a r t lunch about 

23 11:30 and see how i t goes and see what happens as we go. But 

24 l e t ' s see what's going t o happen on these two cases. 

25 These two cases w i l l be combined f o r the purposes of 
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testimony. I f there are no o b j e c t i o n s , then we might proceed. 

2 Any objections? 

3 MR. BRUCE: No o b j e c t i o n s . 

4 MS. MUNDS-DRY: No o b j e c t i o n s . 

5 MR. EZEANYIM: At t h i s p o i n t , I c a l l Case No. 14145. 

6 And t h i s i s the A p p l i c a t i o n of Fasken O i l and Ranch, Limited, 

7 

8 

f o r Compliance Order Requiring Cimarex Energy Company of 

Colorado t o Comply With the D i v i s i o n ' s O i l P r o r a t i o n Rules f o r 

9 the Apache Ridge-Bone Spring Pool, Lea County, New Mexico. 

10 This w i l l be combined w i t h Case No. 14124, 

11 A p p l i c a t i o n of Cimarex Energy Company of Colorado f o r Special 

12 Pool Rules, Lea County, New Mexico. 

13 I c a l l f o r appearances. 

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

15 representing Cimarex Energy Company of Colorado. I have three 

16 witnesses. 

17 MR. EZEANYIM: Any other appearances? 

18 MS. MUNDS-DRY: Mr. Examiner, Ocean Munds-Dry w i t h 

19 the law f i r m of Holland and Hart here repr e s e n t i n g Fasken O i l 

20 and Ranch, Li m i t e d , t h i s morning. I also have three witnesses. 

21 MR. EZEANYIM: Any other appearances, then? May a l l 

22 the witnesses stand up and s t a t e your name, s t a r t i n g from there 

23 t o t h i s one. 

24 MR. FELCH: Mike Felch. 

25 MR. McCLUNG: Don McClung. 
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1 MR. WORTHINGTON: Ralph Worthington. 

2 MR. HARMON: Dexter Harmon. 

3 MR. BROWN: Carl Brown. 

4 MS. KVASNICKA: S a l l y Kvasnicka. 

5 [Witnesses sworn.] 

6 MR. EZEANYIM: Before the attorneys s t a r t , are there 

7 any opening statements? And then, you know, the two cases are 

8 combined. And I t h i n k we are -- you know, we are going t o be 

9 j u g g l i n g between the two. Do you people have any opening 

10 statements? 

11 MR. BRUCE: I r e a l l y d i d n ' t , Mr. Examiner. I f 

12 Ms. Munds-Dry does, I might say something b r i e f , but I ' d r a t h e r 

13 have my witnesses s t a t e i t . 

14 MS. MUNDS-DRY: Well, I don't want t o r i s k tempting 

15 your patience, Mr. Ezeanyim, but I would l i k e t o frame the 

16 issues b r i e f l y , i f I could. 

17 MR. EZEANYIM: Okay. 

18 MS. MUNDS-DRY: Mr. Examiner, the O i l and Gas Act, as 

19 you probably know, requires the D i v i s i o n t o set an allowable 

2 0 p r o d u c t i o n t h a t w i l l prevent the general premature abandonment 

21 of the w e l l s i n the f i e l d . Also under the O i l and Gas Act, i t 

22 i s sa i d t h a t you set the allowable production on a reasonable 

23 basis so as t o p r o t e c t and recognize c o r r e l a t i v e r i g h t s . 

24 I t also defines excess o i l or overproduction, which 

25 you know i s at issue i n t h i s case, as i l l e g a l o i l . And t h a t ' s 
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1 what we b e l i e v e has happened i n t h i s case. Cimarex has 

2 v i o l a t e d the D i v i s i o n r u l e s . I t h i n k you w i l l get no argument 

3 t h e r e . They overproduced and have not made up t h a t p r o d u c t i o n , 

4 and are, t h e r e f o r e , producing i l l e g a l o i l . 

5 Really, the issue here -- and I t h i n k the evidence 

6 w i l l show -- i s t h a t they have overproduced f o u r w e l l s which 

7 you've seen as Fasken -- or i s the subject of Fasken's 

8 a p p l i c a t i o n , and they have not submitted a plan f o r adjustment 

9 other than they seek to.be f o r g i v e n by the D i v i s i o n i n t h i s 

10 case. 

11 The evidence w i l l show t h a t Cimarex has produced 

12 approximately 53A7r;0A0=ba^r-ei-s=o-f—oi-1—atfe^,its Pennzoil 36 State 

13 No. 1 f o r approximately 1-0—yea-r-s—w-i-fch—n.o o f f s e t p r o d u c t i o n . 

14 This happened because Cimarex's predecessor, and then Cimarex, 

15 £a-i-l-,e.dc=fe.o—coxr.e.ct.l-y— r.e.p.o.r.t—the_p.e-£-f-.o.-£afei-OFis which they were 

16 producing from. Again, t h i s i s a f a i l u r e t o r e p o r t and a very 

17 serious v i o l a t i o n . 

18 We t h i n k the evidence w i l l also show today t h a t t h i s 

19 has caused Fasken t o not complete i t s o f f s e t t i n g w e l l and not 

20 i n a c o r r e l a t i n g i n t e r v a l , and t h i s has v i o l a t e d Fasken 1s 

21 c o r r e l a t i v e r i g h t s . Cimarex i s asking you today f o r a 4.7, 

22 f i v e times allowable, increase. This i s a huge increase, and 

23 you w i l l note they are not asking you f o r an increase i n 

24 spacing. They are asking f o r a huge increase i n the allowable 

25 w i t h no corresponding spacing. 
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1 Cimarex has overproduced these four w e l l s and has not 

2 made up t h i s p r o d u c t i o n , and i s in s t e a d coming t o you seeking 

3 forgiveness. This i s a f t e r they've gone on a d r i l l i n g frenzy 

4 f o r the l a s t e i g h t months and d r i l l e d a l l the way around 

5 Fasken's acreage. On a v o l u m e t r i c basis, Cimarex has already 

6 produced more o i l from t h i s w e l l than was o r i g i n a l l y i n place. 

7 That's why Fasken i s very concerned about Cimarex's 

8 a p p l i c a t i o n , and also brought i t s own a p p l i c a t i o n seeking a 

9 compliance order t h a t these f o u r w e l l s be immediately shut i n . 

10 Instead of coming t o the D i v i s i o n w i t h a plan f o r 

11 making up the product i o n , they are seeking a r e t r o a c t i v e 

12 allowable adjustment back t o August 1st, 2007, i n order t o j u s t 

13 simply wipe out i t s overproduction. No matter what i s said 

14 here today, Mr. Examiner, there's no excuse f o r what they've 

15 done, and they are i n v i o l a t i o n w i t h D i v i s i o n r u l e s . And they 

16 are simply a c c e l e r a t i n g t h e i r r a t e of recovery and not the 

17 u l t i m a t e recovery from t h i s r e s e r v o i r . 

18 This i s w e l l w i t h i n your j u r i s d i c t i o n , Mr. Examiner, 

19 and we b e l i e v e these w e l l s should be immediately shut i n . 

2 0 MR. EZEANYIM: Okay. 

21 MR. BRUCE: Well, Mr. Examiner, I guess I ' l l have t o 

22 respond t o t h a t . F i r s t o f f , I ' l l say t h a t Fasken claims 

2 3 Cima-r-.e-x—i-s_i-n— a=d:r4Fl=l-i-ng=#re'nzy. What they r e a l l y mean, i s t h a t 

24 Cimarex has developed i t s acreage, p e r i o d . That's a l l . The, 

25 f a c t of the matter i s Fasken has not developed i t ' s acreage. 
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1 lf_Clmar.ex_i.s^i-n=a=d-:^^ 

2 d 2y.-l-l-i-ng=s-teiap o r . 

3 Secondly, i n s o f a r as c o r r e l a t i v e r i g h t s go, 

4 c o r r e l a t i v e r i g h t i s the o p p o r t u n i t y t o recover the f a i r share 

5 of o i l and gas reserves under your p r o p e r t y . I f an operator 

6 doesn't take t h a t o p p o r t u n i t y , there's no v i o l a t i o n of 

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

8 T h i r d , when they say t h a t Cimarex has overproduced 

9 four w e l l s . Cimaxe x_h a s_ oy.expr.o duced -two- well-s . Two we l l s 

10 were overproduced by a p r i o r operator. Those w e l l s are now 

11 producing under allowable. And i n s o f a r as she mentioned, 

12 p e r f o r a t i o n s t h a t weren't p r o p e r l y reported, a l l of these 

13 w e l l s -- although some data was missing -- a l l of the data, 

14 production data, p e r f o r a t i o n s data, shows these w e l l s were 

15 completed i n the Bone Spring Formation. And despite watching 

16 a l l t h i s data, Fasken sat on i t s lease year a f t e r year a f t e r 

17 year a f t e r year a f t e r year, and d i d n ' t develop i t . They could 

18 have gone and d r i l l e d w e l l s . They j u s t simply d i d n ' t do i t . 

19 The f a c t of the matter i s , we d i d apply s h o r t l y a f t e r 

20 the f i r s t good w e l l was d r i l l e d i n t h i s pool l a s t September. 

21 At t h a t p o i n t , we weren't c e r t a i n what t h i s one new w e l l was 

22 going t o do, so we dropped the a p p l i c a t i o n . Perhaps we should 

23 have gone forward at t h a t p o i n t . The f a c t of the matter i s , 

2 4 the engineering evidence w i l l show t h a t there i-s=n©=hax-m™15b̂ i?Frê  

25 cxe.s:ex-vo.ir. We do not have t o show t h a t i n c r e a s i n g the 
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1 allowable w i l l increase the reserves. The standard f o r a case 

2 l i k e t h i s i s t o show t h a t there's no harm t o the r e s e r v o i r . 

3 And our engineer w i l l show t h a t there i s no harm t o t h i s 

4 r e s e r v o i r by i n c r e a s i n g the allowable. Thank you. 

5 MR. EZEANYIM: Okay. Both of you are the a p p l i c a n t , 

6 so I want you t o decide who goes f i r s t . I don't care which 

7 testimony goes f i r s t , because the two cases are combined. 

8 MR. BRUCE: I was planning on going f i r s t simply 

9 because I ap p l i e d f i r s t . 

10 MS. MUNDS-DRY: I t h i n k t h a t makes sense f o r him t o 

11 go f i r s t . 

12 MR. EZEANYIM: I wanted t o see about t h a t . Go ahead, 

13 Mr. Bruce. 

14 DON McCLUNG 

15 a f t e r having been f i r s t duly sworn under oath, 

16 was questioned and t e s t i f i e d as f o l l o w s : 

17 DIRECT EXAMINATION 

18 BY MR. BRUCE: 

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

2 0 A. My name i s Don McClung. 

21 Q. Where do you reside? 

22 A. I l i v e i n Odessa, Texas. I work i n Midland, 

23 Texas, f o r Cimarex Energy. 

24 Q. What i s your job w i t h Cimarex? 

25 A. I'm a senior landman t h e r e . 

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

2 Divi s i o n ? 

3 A. I n the e a r l y '90s when I was w i t h Metro Energy. 

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

5 accepted as a matter of record? 

6 A. Yes, they were. 

7 Q. Does your job at Cimarex cover t h i s area of 

8 southeast New Mexico? 

9 A. Yes . 

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

11 i n v o l v e d i n Cimarex's a p p l i c a t i o n ? 

12 A. I t h i n k so, yes. 

13 MR. BRUCE: Mr. Examiner, I tender Mr. McClung as an 

14 expert petroleum landman. 

15 MS . MUNDS-DRY: No o b j e c t i o n . 

16 MR. EZEANYIM: Mr. McClung, are you a CPE? 

17 THE WITNESS: Yes. Yes, s i r . 

18 MR. EZEANYIM: Okay. You are so q u a l i f i e d . 

19 Q. (By Mr. Bruce): Mr. McClung, could you i d e n t i f y 

20 E x h i b i t 1 f o r the Examiner? 

21 A. E x h i b i t 1 i s a p l a t d e p i c t i n g the d i f f e r e n t Bone 

22 Spring pools i n the general area. And b a s i c a l l y , t h i s was 

23 taken o f f of the OCD website t h a t depicted the d i f f e r e n t pools. 

24 Q. And the Apache Ridge-Bone Spring i s h i g h l i g h t e d 

25 i n green? 
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1 A. Yes. Right. Yes, i t i s . 

2 Q. And what does E x h i b i t 2 r e f l e c t ? I s t h a t the 

3 acreage c u r r e n t l y assigned t o the Apache Ridge-Bone Spring Pool I 

i 
4 by the O i l Conservation D i v i s i o n ? 

5 A. Right. Showing i n the o u t l i n e on E x h i b i t 1 i n 

6 green, r i g h t . 

7 Q. Now Mr. McClung, subsequent e x h i b i t s by other 

8 witnesses w i l l show a number of a d d i t i o n a l w e l l s d r i l l e d and 

9 c l a s s i f i e d as being Apache Ridge-Bone Spring pool w e l l s outside 

10 of these pool boundaries, but as of r i g h t now, depicted on 

11 E x h i b i t 1 and E x h i b i t 2 are the c u r r e n t boundaries under 

12 D i v i s i o n pools; i s t h a t correct? 

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

14 Q. What are the w e l l spacing r u l e s f o r the Apache 

15 Ridge-Bone Spring pools? 

16 A. The spacing r u l e s are 40-acre spacing w i t h 

17 330-foot o f f s e t s from the q u a r t e r / q u a r t e r s e c t i o n . 

18 Q. And what i s the depth bracket allowable? 

19 A. 9,000 f e e t . 

20 Q. And so what, under D i v i s i o n r u l e s , what i s the 

21 allowable per day? 

22 A. 275 b a r r e l s of o i l per day. 

23 Q. What i s the GOR? 

24 A. 2000 t o 1. 

25 Q. What does Cimarex seek i n t h i s case? 
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1 A. What we are b a s i c a l l y asking f o r i s , we saw an 

2 order enacting s p e c i a l r u l e s and r e g u l a t i o n s f o r the pool 

3 p r o v i d i n g f o r a depth bracket allowable of 1300 b a r r e l s per day 

4 w i t h a l i m i t i n the g a s / o i l r a t i o of 3,000 cubic f e e t of gas 

5 f o r each b a r r e l of o i l produced. 

6 Q. Okay. With respect t o Fasken's a p p l i c a t i o n , w i l l 

7 other witnesses address that? 

8 A. Yes. 

9 Q. What i s E x h i b i t 3? 

10 A. E x h i b i t 3 i s the o u t l i n e of the Apache Ridge-Bone 

11 Spring pool w i t h the one mile radius outside. And then I have 

12 cross-hatched showing the acreage owned by Cimarex and by 

13 Fasken i n t h a t area. 

14 Q. Now, I b e l i e v e t h a t i n the r e g u l a t i o n s -- the 

15 D i v i s i o n ' s n o t i c e r e g u l a t i o n s r e q u i r e you t o n o t i f y other Bone 

16 Spring operators w i t h i n a mile of the pool, p r o v i d i n g those 

17 w e l l s are not a l l o c a t e d t o another Bone Spring p o o l ; i s t h a t 

18 c o r r e c t ? 

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

20 Q. Who are the operators i n the Apache Ridge-Bone 

21 Spring pool? 

22 A. There are only two t h a t we came up w i t h , a 

23 Matador Petroleum there i n Section 6, 2034, and then Fasken O i l 

24 there i n Section 31 of 1934. 

25 Q. And only two other than Cimarex? 
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1 A. Right. 

2 Q. And was n o t i c e given t o Fasken and Matador? 

3 A. Yes. 

4 Q. I s t h a t r e f l e c t e d i n the n o t i c e marked as 

5 E x h i b i t 4? 

6 A. Exactly, yes. 

7 Q. What i s E x h i b i t 5, Mr. McClung? 

8 A. E x h i b i t 5 i s page excerpts from the J o i n t 

9 Operating Agreement t h a t was entered i n t o dated February 17th, 

10 1988, w i t h Fasken, concerning the west h a l f of Section 31. 

11 Q. Okay. Now, there are no depth r e s t r i c t i o n s on 

12 t h i s J o i n t Operating Agreement? 

13 A. No, s i r , there are not. 

14 Q. And so the sign a t u r e page you have here i s from 

15 Union O i l Company of C a l i f o r n i a . I s Cimarex Energy Company the 

16 successor t o t h a t i n t e r e s t ? 

17 A. Successor i n i n t e r e s t , yes. 

18 Q. So Cimarex has an i n t e r e s t i n some of Fasken's 

19 acreage? 

20 A. Right. We have a lease i n the northeast of the 

21 northwest quarter of a 40-acre t r a c t t h a t we are h a l f owners 

22 o f . So t h a t gives us a 6 1/4 i n t e r e s t there i n the west h a l f 

23 of Section 31, as t o a l l depths. 

24 Q. And i s or has Cimarex been i n t e r e s t e d i n 

25 p o t e n t i a l l y developing the west h a l f of Section 31? 
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1 A. Yes, we have. 

2 Q. And what does E x h i b i t 6 r e f l e c t ? 

3 A. E x h i b i t 6 r e f l e c t s an e-mail t h a t I had received 

4 from our -- we work i n teams there a t Cimarex. And so the 

5 other two witnesses are on t h a t team, the engineer and the 

6 g e o l o g i s t . I n t h i s case, the g e o l o g i s t , Ralph Worthington, had 

7 sent me an e-mail suggesting t h a t I c a l l S a l l y Kvasnicka there 

8 a t Fasken t o see i f they would be i n t e r e s t e d i n doing something 

9 there i n Section 31. And the very top p a r t of t h a t e-mail on 

10 E x h i b i t 6 w i l l show t h a t he asked me t o c a l l t o see what we 

11 might be able t o do w i t h them. And then he also set out what 

12 we would be i n t e r e s t e d i n doing, both the Morrow w e l l i n the 

13 southeast quarter and the Bone Spring i n the northeast q u a r t e r . 

14 And so i t ' s my h a b i t t h a t I've developed over the 

15 years -- I don't l i k e t o send anybody a l e t t e r c o l d , so I l i k e 

16 t o c a l l them t o l e t them know what's coming so i t doesn't 

17 s u r p r i s e them i n the mailbox. So I c a l l e d S a l l y and asked her 

18 i f they'd be i n t e r e s t e d i n working w i t h us i n some form or 

19 fashion -- farmout, term assignment -- j u s t g e t t i n g something 

20 going there i n the west h a l f or i n Section 31. 

21 And the second page of t h a t e x h i b i t i s b a s i c a l l y , 

22 a f t e r she had t o l d me they weren't i n t e r e s t e d i n doing anything 

23 w i t h us, I had sent her an e-mail t o confirm t h a t conversation, 

24 and j u s t asking her t h a t , please, keep us i n mind i f they 

25 change t h e i r mind so we could pursue those ideas. 
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1 Then the second p a r t of t h a t e-mail, I'm good f r i e n d s 

2 w i t h S a l l y ' s b r o t h e r , and I was concerned about h i s h e a l t h , so 

3 I make t h a t comment i n my e-mail. 

4 Q. Now, Cimarex owns an i n t e r e s t i n the --

5 c o n t r a c t u r a l i n t e r e s t — i n the west h a l f of 31. Has a w e l l 

6 proposal f o r a Bone Spring w e l l i n the south h a l f -- i n the 

7 west h a l f of Section 31 -- ever been sent t o Cimarex from 

8 Fasken? 

9 A. Yes. We received one of those, I b e l i e v e , i n 

10 l a t e December, and i t was asking us i f we would approve an 

11 unorthodox --

12 Q. No, no, no. I n the west h a l f of 31, have you 

13 received 

14 A. No. I don't t h i n k there was one. This was f o r 

15 the Ling 4, I b e l i e v e , i n the east h a l f . 

16 Q. But i n the west h a l f you have not received a Bone 

17 Spring w e l l proposal? 

18 A. No. 

19 Q. Were E x h i b i t s 1 through 6 prepared by you or 

20 under your supervision? 

21 A. Yes. 

22 MR. BRUCE: Mr. Examiner, I move the admission of 

23 Cimarex E x h i b i t s 1 through 6. 

24 MR. EZEANYIM: Ms. Munds? 

25 MS. MUNDS-DRY: No o b j e c t i o n . 
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1 MR. EZEANYIM: E x h i b i t s 1 through 6 w i l l be admitted. 

2 [Cimarex E x h i b i t s 1 through 6 admitted i n t o 

3 evidence.] 

4 MR. BRUCE: I pass the witness. 

5 MS. MUNDS-DRY: I t h i n k I j u s t have one question, 

6 Mr. McClung. You've admitted i n t o evidence E x h i b i t No. 5, 

7 which i s a copy of the JOA between Fasken and, I b e l i e v e , 

8 Cimarex. 

9 THE WITNESS: Yes. 

10 MS. MUNDS-DRY: Under the JOA, Cimarex can propose a 

11 w e l l i f i t ' s not an operator, can i t not? 

12 THE WITNESS: Yes. 

13 MS. MUNDS-DRY: Thank you. That's a l l the questions 

14 I have. 

15 MR. EZEANYIM: Okay. This witness can be excused. 

16 MR. BRUCE: Mr. Examiner? 

17 MR. EZEANYIM: Yes. 

18 MR. BRUCE: Did you want t o proceed w i t h the 

19 g e o l o g i s t at t h i s time? 

20 MR. EZEANYIM: Yes. Let's proceed. U n t i l we're 

21 done, we're not going anywhere. 

22 MR. BRUCE: Mr. Examiner, I've got t o grab some 

23 g e o l o g i c a l e x h i b i t s . 

24 MR. EZEANYIM: Okay. We are s t i l l on the record. 

25 Let me make a suggestion here now. What I would suggest -- I 
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know most of you may have plans t h a t you want t o take a f l i g h t 

2 or something. I would l i k e us t o defer going t o lunch and get 

3 t h i s case out of the way before we go t o lunch, unless anyone 

4 has an o b j e c t i o n . 

5 But as we go on, we can take 5 or 10-minute breaks 

6 and f i n i s h i t before we go f o r lunch. Does anybody have an 

7 

8 

o b j e c t i o n t o t h a t ? No lunch u n t i l we conclude t h i s case. 

However, we may take 5-minute breaks u n t i l we're done. 

9 MS. MUNDS-DRY: I might pass out w i t h hunger, but 

10 I ' l l t r y t o stay w i t h you, Mr. Ezeanyim. 

11 MR. EZEANYIM: Yeah. 

12 MR. WARNELL: Does anyone have a f l i g h t t h i s 

13 afternoon or t h i s evening? 

14 MR. EZEANYIM: Let's t r y t h a t and see how i t goes. 

15 Okay. Go ahead w i t h your geology witness. 

16 MR. BRUCE: Okay. 

17 RALPH WORTHINGTON 

18 a f t e r having been f i r s t duly sworn under oath, 

19 was questioned and t e s t i f i e d as f o l l o w s : 

20 DIRECT EXAMINATION 

21 BY MR. BRUCE: 

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

23 A. Ralph Worthington. 

24 Q. Where do you reside? 

25 A. I n Midland, Texas. 
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1 Q. Who do you work f o r and i n what capacity? 

2 A. I work f o r Cimarex Energy Company as a r e g i o n a l 

3 geologic manager. 

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

5 include t h i s p a r t of southeast New Mexico? 

6 A. Yes, i t does. 

7 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 

8 t h i s case? 

9 A. Yes, I am. 

10 Q. I s t h i s , i n f a c t , your prospect? 

11 A. Yes, i t i s . 

12 Q. Have you p r 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 

13 as a geo l o g i s t ? 

14 A. Yes, I have. 

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

16 as a matter of record? 

17 A. Yes, they were. 

18 MR. BRUCE: Mr. Examiner, I tender Mr. Worthington as 

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

20 MR. EZEANYIM: Any objection? 

21 MS. MUNDS-DRY: No o b j e c t i o n . 

22 MR. EZEANYIM: Mr. Worthington, are you a c e r t i f i e d 

23 geologist? 

24 THE WITNESS: Yes, I am. 

25 MR. EZEANYIM: Okay. Very good. You are so 
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1 q u a l i f i e d . 

2 Q. (By Mr. Bruce): Mr. Worthington, could you f i r s t 

3 move t o your E x h i b i t 7 and discuss the contents of t h a t e x h i b i t 

4 f o r the Examiner. 

5 A. Yes. This i s kind of a base map t h a t o u t l i n e s 

6 the pool and i d e n t i f i e s the d i f f e r e n t w e l l s w i t h i n the pool and 

7 around the pool, and i t also i d e n t i f i e s a couple of l i n e s of 

8 cross sections t h a t I have f o l l o w i n g e x h i b i t s and s t u f f l i k e 

9 t h a t . The c o l o r on. the map i n d i c a t e s Cimarex acreage p o s i t i o n , 

10 e i t h e r a l l or i n p a r t , f o r each one of those t r a c t s . 

11 Q. So Cimarex owns at l e a s t an i n t e r e s t or some 

12 i n t e r e s t i n the acreage colored yellow? 

13 A. Yes. 

14 Q. Now, w i t h respect t o the Bone Spring w e l l s , I 

15 want t o get a couple of t h i n g s out of the way. There's been 

16 t a l k about some of the two olde r w e l l s i n the pool, l o o k i n g at 

17 Section 30, which i s the w e l l d r i l l e d by Mallon O i l Company. 

18 A. I n Section 30, i t i s the Mescalero 30 No. 1 i n 

19 the southeast/southeast, the API mi n i a t the top i s 29266. 

20 Q. And approximately when was t h a t w e l l d r i l l e d ? 

21 A. I t h i n k t h a t was i n the e a r l y t o mid-'80s. 

22 Q. And over i n Section 36, which w e l l was the one 

23 d r i l l e d by Mallon? 

24 A. I t i s the Pennzoil State No. 1 w i t h the API mi n i 

25 of 29918 i n the northeast of the southeast. 
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1 Q. And what i s the approximate v i n t a g e of t h a t one? 

2 A. Again, t h a t would be a l a t e *80's, e a r l y '90s, I 

3 t h i n k . 

4 Q. Both of those w e l l s , were they d r i l l e d t o deeper 

5 depths than the Bone Spring? 

6 A. Yes. They were d r i l l e d as a Pennsylvania Morrow 

7 o b j e c t i v e s and producers. 

8 Q. Approximately when were they completed i n the 

9 Bone Spring -- re-completed i n the Bone Spring? 

10 A. Mescalero 30 No. 1, I b e l i e v e , was f i r s t 

11 completed there i n about 1985. And the Pennzoil State No. 1 

12 was completed, I b e l i e v e , i n '97. 

13 Q. Let's move on t o your E x h i b i t 8. What does t h a t 

14 r e f l e c t ? 

15 A. This map i s e s s e n t i a l l y the same base map, same 

16 c o l o r code. I n t h i s case, what i t shows close t o each w e l l i s 

17 the date of the i n i t i a l p roduction from the Bone Spring 

18 Formation. And then below t h a t i s the cumulative production 

19 w i t h the o i l shown i n green, the gas shown i n red, and the 

20 water shown i n blue. 

21 The h i g h l i g h t e d c i r c l e s , the colored green c i r c l e s on 

22 the map, i n d i c a t e those wells t h a t are i n the pool. The other 

23 w e l l s , I might say, on t h i s map -- on a l l my maps y o u ' l l see, 

24 are j u s t the w e l l s t h a t went deeper than 9,000 f e e t . There are 

25 some other w e l l s i n the area here t h a t are not shown on the map 
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1 t h a t were d r i l l e d shallower than 9,000 f e e t . 

2 Q. Do you have anything f u r t h e r on t h i s map? 

3 A. I would maybe p o i n t out t h a t there are several 

4 a c t i v e l o c a t i o n s w i t h i n the pool area --

5 Q. Are those --

6 A. -- t h a t have not yet be d r i l l e d . And those would 

7 be i n d i c a t e d by the open c i r c l e s . 

8 Q. I'm look i n g at the p l a t and I see some i n 

9 Sections 25, 36, and then i n the east i n Section 30. 

10 A. That's c o r r e c t , 31. 

11 Q. Would those be d r i l l e d a t l e a s t t o a depth 

12 s u f f i c i e n t t o t e s t the Bone Spring? 

13 A. Yes. 

14 Q. Are a l l of those Cimarex? 

15 A. No. The w e l l i n Section 31 i s a Fasken l o c a t i o n . 

16 Q. And what i s the proposed depth on t h a t one? 

17 A. The proposed depth i s somewhere below 13,000 f e e t 

18 t o t e s t the Morrow Formation. 

19 MR. WARNELL: Where i s t h a t now? 

20 THE WITNESS: There's a w e l l i n the northwest of the 

21 southeast q u a r t e r of Section 31, the API mi n i on t h a t i s 38748. 

22 MR. WARNELL: Okay. 

23 THE WITNESS: I d i d n ' t put the w e l l name on t h i s . I t 

24 i s on the other name. I t i s i d e n t i f i e d as the Ling Federal 

25 No. 4. 
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1 Q. (By Mr. Bruce): One other t h i n g on the map: The 

2 Fasken w e l l i n the northwest/northeast of Section 31, you do 

3 not have any p r o d u c t i o n data on that? 

4 A. I do not have any production data past the 

5 i n i t i a l week's completion or something t h a t Fasken provided t o 

6 us. 

7 Q. Okay. 

8 A. So I d i d not put the cumulative production on 

9 t h a t . 

10 Q. Okay. Let's move on and discuss the producing 

11 zones i n the Bone Spring w e l l s i n t h i s area. What i s 

12 E x h i b i t 9? 

13 A. This i s what I've chosen as a type l o g t h a t t r i e s 

14 to represent the format i o n , the d i f f e r e n t u n i t s w i t h i n the 

15 formation, t h a t w e ' l l be t a l k i n g about, and perhaps i l l u s t r a t e s 

16 the complexity of the formation i t s e l f . This i s a p o r o s i t y l o g 

17 on the l e f t and a r e s i s t i v i t y log on the r i g h t of our Cimarex 

18 Pennzoil B 36 No. 7, which i s i n the northeast/northeast of 

19 Section 36. I've la b e l e d t o the r i g h t there the tops t h a t 

20 c o r r e l a t e t o each one of my zones and i n d i c a t e d what t h a t c o l o r 

21 a c t u a l l y i n d i c a t e s t o me. This i s the way t h a t we have 

22 i d e n t i f i e d the pro d u c t i v e i n t e r v a l , or what we best f e e l t h a t 

23 i d e n t i f i e s the a c t u a l r e s e r v o i r w i t h i n t h a t rock. 1 

24 Q. Okay. Now, a l l of these -- t h i s i s -- g e n e r a l l y , 

25 how t h i c k i s the Bone Spring Formation? 
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1 A. The Bone Spring i n t h i s formation w i l l be a 

2 l i t t l e over 3,000 f e e t . I t v a r i e s across the basin from 2,000 

3 f e e t t o 4,500 f e e t , and i n t h i s area i t would be about 2,000. 

4 Q. And these zones you have here, are they i n the 

5 Upper Bone Spring? 

6 A. T e c h n i c a l l y as described, no. The Upper Bone 

7 Spring would be above t h i s zone. That would represent perhaps 

8 h a l f the Bone Spring thickness. Below the Upper i s the F i r s t 

9 Bone Spring. You would get the F i r s t Bone Spring Sand, the 

10 second carbonate, the second Sands, the t h i r d carbonate, and 

11 the t h i r d sand. 

12 Q. Okay. Now, l e t ' s go on t o how many we l l s t o date 

13 i n t h i s p a r t i c u l a r pool has Cimarex d r i l l e d i t s e l f ? 

14 A. We have d r i l l e d ourselves, I b e l i e v e , 11 w e l l s i n 

15 t h i s pool, and we completed 10 of them as producing. 

16 Q. And you have -- and two were taken over or were 

17 acquired by Cimarex? 

18 A. Yes. 

19 Q. Okay. And you have mapped the various 

20 thicknesses of these zones? 

21 A. Yes, I have. And each one of these I ' l l r e f e r 

22 back t o t h i s type l o g . And the legend has on there the zone of 

23 i n t e r e s t t h a t we're t a l k i n g about. The f i r s t map i s a map 

24 showing an isopach thickness r e l a t i v e t o the s t r u c t u r a l 

25 p o s i t i o n of t h a t r e s e r v o i r , t h i s being c a l l e d the Basal Sand. 
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1 And i f you look on our type l o g , i t i s the p o r o s i t y thickness 

2 of the i n t e r v a l colored blue a t t h i s base of t h a t type l o g . 

3 Q. Now, t h i s i s both a s t r u c t u r e and an isopach, 

4 correct? 

5 A. Yes, i t i s . 

6 Q. How important i s the s t r u c t u r e i n t h i s area? 

7 A. I t appears t o be f a i r l y important. Although I 

8 t h i n k , g e n e r a l l y , the Bone Spring would be considered 

9 s t r a t o g r a p h i c i n nature. The t r a p p i n g i s s t r a t o g r a p h i c , based 

10 on the v a r i a b i l i t y of the d i f f e r e n t r e s e r v o i r s w i t h i n the Bone 

11 Spring. And I say i t ' s f a i r l y important because the w e l l t h a t 

12 we plugged as a dry hole, the Mescalero No. 37, i n the 

13 southwest/southwest of 30 i s o f f s t r u c t u r e and d i d not have any 

14 shows of i n t e r e s t i n t h i s zone. 

15 Q. And t h a t ' s the one w i t h the API number 38595? 

16 A. Yes. 

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

18 A. That w e l l was d r i l l e d over the new year, so 

19 December of '07 going i n t o and completing i n January of '08. 

20 Q. Okay. 

21 MR. EZEANYIM: Mr. Worthington, t h i s w e l l has a 7 

22 percent p o r o s i t y . You don't consider t h a t . You have a c u t o f f 

23 of 8 percent, r i g h t ? 

24 THE WITNESS: That's c o r r e c t , 7 percent p o r o s i t y . 

25 Now, we had analyzed t h i s based on a l o t of s i d e w a l l core data 
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1 along w i t h the p r i o r knowledge of t r y i n g t o complete these 

2 zones. And i t ' s j u s t when you get the sands i n the F i r s t Bone 

3 Spring Sand and i t ' s less than 8 percent p o r o s i t y , there's j u s t 

4 not much of a chance of making economic p r o d u c t i o n . 

5 Q. (By Mr. Bruce): And what i s the next p l a t ? 

6 A. Just moving onto the d i f f e r e n t zones i n here, 

7 t h i s next map, again, i s another p o r o s i t y isopach o v e r l y i n g the 

8 same s t r u c t u r a l data t h a t was shown on the previous map. I n 

9 t h i s case, t h i s isopach represents the porous dolomite i n the 

10 lower p a r t of the Bone Spring Sand t h a t I've i n f o r m a l l y c a l l e d 

11 A i r s t r i p Dolomite. And on my type l o g I've colored t h a t 

12 yellow. And t o i d e n t i f y t h a t zone as a prod u c t i v e zone and the 

13 net pay c u t o f f s t h a t I used, I used a 4 percent p o r o s i t y c u t o f f 

14 and then a clean gamma ray s i g n a t u r e . And clean being 

15 undefined, j u s t being a lower gamma ray than the shale 

16 i n t e r v a l s . 

17 Q. I n going through those -- and I r e a l i z e you're 

18 going through a number of sands and dolomites -- i s there any 

19 thickness t h a t appears t o -- t h a t you r e a l l y need t o be 

20 pro d u c t i v e i n t h a t zone? 

21 A. We haven't found them. I t h i n k t h a t ' s the key i s 

22 t h a t we t r y as best we can t o r e l a t e the mapping, the isopach 

23 values, the thickness t o production p o t e n t i a l or c a p a b i l i t y , 

24 and I t h i n k i t ' s h i g h l y v a r i a b l e . 

25 Q. So you don't -- there's j u s t no c o r r e l a t i o n you 
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1 can make between the thickness of the sand dolomites --

2 A. Not very strong. 

3 Q. and the end product? 

4 A. Not very strong. 

5 Q. Okay. And then E x h i b i t 12? 

6 A. This i s an isopach map, again, w i t h the 

7 s t r u c t u r a l data underneath. And t h i s one focuses on a zone 

8 near the top of the A i r s t r i p Dolomite or the base of the F i r s t 

9 Bone Spring Sand. And i t ' s colored -- i t ' s very l i g h t blue on 

10 our type l o g . This i s important because of a produ c t i o n t e s t 

11 t h a t we d i d on our Pennzoil B 36 No. 7 and i d e n t i f i e d how 

12 p r o l i f i c t h a t p a r t i c u l a r zone was. So t h a t ' s -- we a c t u a l l y 

13 went i n and t r i e d t o determine the l i m i t s and thickness of t h a t 

14 and how i t r e l a t e d t o the other w e l l s . 

15 Q. And the l a s t two p l a t s show t h a t those p a r t i c u l a r 

16 zones had q u i t e an a e r i a l extent t o them? 

17 A. Yes. 

18 Q. This one does not? 

19 A. This one seems t o be very l i m i t e d -- or a t l e a s t , 

20 as best I can c o r r e l a t e them. 

21 Q. Okay. And when you were l o o k i n g at the 

22 production p l a t , t h i s d i d appear t o be a f a i r l y p r o l i f i c zone; 

23 i s t h a t what you are saying? 

24 A. That's c o r r e c t . And my engineer w i l l go i n t o a 

25 l i t t l e more d e t a i l on the produ c t i o n . 
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1 Q. Yet, i t i s not productive i n the 36 State No. 1 , 

I 

2 i n the northeast/southeast of Section 36 or i n the Mescalero 30 

3 No. 1 over i n Section 30? 

4 A. That's c o r r e c t . And as best I can t e l l , i t ' s not 

5 even present. 

6 Q. So again, i t shows the high v a r i a b i l i t y ? 

7 A. Yes. 

8 Q. And Section 13 i s more of the same? 

9 A. More of the same. And now what we're l o o k i n g at 

10 i s , we're moving up i n t o the lower p a r t of the F i r s t Bone 

11 Spring Sand i n t e r v a l above the A i r s t r i p Dolomite. And i n t h i s 

12 area, g e n e r a l l y , there appears to be two d e p o s i t i o n a l sand 

13 u n i t s , the lower of which has some p r e t t y decent p o r o s i t y . 

14 And I know i t ' s p r e t t y d i f f i c u l t t o see underneath 

15 the dark c o l o r i n g , but the p o r o s i t y w i t h i n t h i s sand can get up 

16 t o 15, 16 percent. And we t e s t e d t h a t i n our 36 B No. 7 w e l l 

17 and found t h a t i t was a p r e t t y s i g n i f i c a n t c o n t r i b u t o r , again. 

18 And so t h a t ' s why we t r i e d t o i d e n t i f y where i t was i n the area 

19 and whether or not i t showed up i n the other w e l l s . 

20 Q. Okay. And i s the v a r i a b i l i t y f u r t h e r shown on 

21 your cross sections? 

22 A. Yes, i t i s . Two cross sections I have here are 

23 an east/west and a north/south cross s e c t i o n through our f i e l d , 

24 and p a r t i c u l a r l y the east p a r t of Section 36. And s t a r t i n g 

25 w i t h the west/east cross s e c t i o n , the scale on t h i s i s 
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1 approximately 2 1/2 inches equal 100 f e e t . For each w e l l , I've 

2 got a p o r o s i t y l o g on the l e f t , a r e s i s t i v i t y log on the r i g h t . 

3 My c o l o r scheme i s the same as on my type l o g w i t h 

4 h i g h l i g h t i n g the porous zones w i t h i n the r e s e r v o i r . The datum 

5 here i s the base of the sand u n i t . The F i r s t Bone Spring 

6 and/or the top of the Second Bone Spring carbonate. So 

7 eve r y t h i n g i s dated o f f of t h a t . 

8 I've also i d e n t i f i e d the p e r f o r a t e d i n t e r v a l s as 

9 i n d i c a t e d by the red markings on the center l i n e there between 

10 two logs, and i t also shows the areas where we took s i d e w a l l 

11 cores f o r depth. 

12 Q. Now, besides showing — I mean, one issue l o o k i n g 

13 at t h i s cross s e c t i o n , one issue of the v a r i a b i l i t y of the 

14 zones i s from a l l the w e l l s ; i s t h a t r i g h t ? 

15 A. I t appears t h a t they are very d i f f i c u l t t o 

16 c o r r e l a t e from one w e l l t o the next. 

17 Q. And based on the data t h a t you've seen from the 

18 w e l l , even the w e l l s side by side i n those p a r t i c u l a r zones, 

19 even i f they're present, are h i g h l y v a r i a b l e i n p r o d u c t i v i t y . 

20 A. That's c o r r e c t . These w e l l s are approximately 40 

21 acres apart. Just on t h a t short distance, there i s a l o t of 

22 v a r i a b i l i t y . 

23 Q. Let's move onto your second cross s e c t i o n , 

24 E x h i b i t 15. 

25 A. This next cross s e c t i o n would be my n o r t h t o --
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1 or south t o no r t h cross s e c t i o n w i t h south on the l e f t and 

2 n o r t h on the r i g h t . The same c o l o r scheme, the same data, the 

3 same i n t e r v a l s are shown on t h i s , w i t h one a d d i t i o n : The w e l l 

4 on the r i g h t i s a Mescalero 30 No. 7 and stresses how important 

5 the s t r u c t u r e i s f o r t h i s w e l l . What I've got t o the r i g h t of 

6 t h a t l o g i s a d i g i t a l mud l o g here. The l e f t side of t h a t i s 

7 the r a t e of p e n e t r a t i o n as we d r i l l e d i t . 

8 The r i g h t side are the o i l and gas shows t h a t we 

9 encountered while we d r i l l e d t h a t . And as you can see, the 

10 only gas show t h a t we got while we d r i l l e d t h a t zone was i n the 

11 very upper p a r t of the F i r s t Bone Spring Sand, and there were 

12 no shows w i t h i n the main producing i n t e r v a l t h a t we've been 

13 c o n c e n t r a t i n g on and t h a t we were t a r g e t i n g . 

14 Q. And t h a t i s the w e l l t h a t was dry i n the Bone 

15 Spring? 

16 A. We've cleared t h a t dry i n the Bone Spring w i t h o u t 

17 t e s t i n g , yes, I t h i n k so. 

18 Q. So you d i d n ' t even attempt a completion? 

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

20 Q. O v e r a l l , from a geologic perspective, could you 

21 summarize what you see as the d i f f i c u l t i e s i n i n t e r p r e t i n g t h i s 

22 r e s e r v o i r which may help the hearing examiners i n understanding 

23 the v a r i a b i l i t y , not only i n the geology, but the prospective? 

24 A. Well, I t h i n k the number one t h i n g i s the 

25 v a r i a b i l i t y of the r e s e r v o i r . As we develop prospects, we t r y 
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1 t o i d e n t i f y which ones are going t o prospective and be 

2 p o t e n t i a l l y p r o d u c t i v e , and those are the ones we t a r g e t i n our 

3 d r i l l i n g e f f o r t s . And what we found as we d r i l l e d and 

4 developed t h i s lease, i s t h a t i t was very d i f f i c u l t t o p r e d i c t 

5 from w e l l t o w e l l what the r e s u l t s were going t o be. 

6 And I t h i n k the pr o d u c t i o n from the lease bears t h a t 

7 out. Yes, we've got four good w e l l s out here, but we've also 

8 got h a l f a dozen t h a t are not -- are not very good. And so i t 

9 became very d i f f i c u l t . But as we learned more, we have learned 

10 more and more about each one of these r e s e r v o i r s t h a t i n some 

11 places they appear t o be a l l p r o d u c t i v e , or i n other areas j u s t 

12 one or two of the zones may be p r o d u c t i v e . But c u r r e n t l y , they 

13 are economic. 

14 Q. And again, there's no d i r e c t c o r r e l a t i o n between 

15 the thickness of t h i s sand or carbonate and i t s p r o d u c t i v i t y ? 

16 A. Not a d i r e c t one, no. 

17 Q. Were E x h i b i t s 7 through 15 prepared by you or 

18 under your supervision? 

19 A. Yes, they were. 

20 Q. And i n your o p i n i o n , i s the g r a n t i n g of t h i s 

21 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 prevention 

22 of waste? 

23 A. Yes, i t i s . 

24 MR. BRUCE: Mr. Examiner, I move the admission of 

25 E x h i b i t s 7 through 15. 

I 
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1 MR. EZEANYIM: Any ob j e c t i o n ? 

2 MS. MUNDS-DRY: No o b j e c t i o n . 

3 MR. EZEANYIM: E x h i b i t s 7 through 15 are admitted. 

4 [Cimarex E x h i b i t 7 through 15 admitted i n t o 

5 evidence.] 

6 MR. EZEANYIM: Cross examination? 

7 MS . MUNDS-DRY: Thank you, Mr. Examiner. 

8 CROSS-EXAMINATION 

9 BY MS. MUNDS-DRY: 

10 Q. Mr. Worthington, you mentioned on your 

11 E x h i b i t No. 7 -- you address when the Mescalero and the 

12 Pennzoil 36 B No. 1 were completed. 

13 A. Yes . 

14 Q. I n the Pennzoil No. 1, I b e l i e v e you said i t was 

15 d r i l l e d by Mallon. 

16 A. Yes . 

17 Q. And i n what i n t e r v a l was t h a t w e l l re-completed? 

18 A. I t was re-completed from the Morrow i n t o the Bone 

19 Spring. 

20 Q. Okay. What i n t e r v a l w i t h i n the Bone Spring? 

21 A. S p e c i f i c a l l y , the Second Bone Spring Sands. 

22 Q. And do you know the depth i n t e r v a l ? 

23 A. I can't be e x a c t l y sure, but i t ' s somewhere below 

24 10,000 f e e t . 

25 Q. Do you know how t h a t was reported t o the 
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1 D i v i s i o n ? 

2 A. No. I don't know how i t was reported. 

3 Q. Okay. Did you review the records of t h a t w e l l 

4 h i s t o r y when Cimarex acquired the well? 

5 A. No. 

6 Q. Who i s responsible f o r reviewing t h a t w e l l 

7 h i s t o r y ? 

8 A. I'm not e x a c t l y sure. 

9 Q. Okay. On your E x h i b i t No. 15, would you agree 

10 w i t h me t h a t i t ' s r e a l l y the dolomite t h a t ' s the important zone 

11 t h a t you're l o o k i n g a t i n these wells? 

12 A. I t appears t o be the most important. The sands 

13 are very important a l s o . 

14 Q. How so? 

15 A. Well, I don't have the e x h i b i t here t o introduce 
16 the production t e s t s . That w i l l f o l l o w w i t h my engineer. But 

17 f o r example, t h a t Lower F i r s t Bone Spring i n t e r v a l t e s t e d 

18 100 b a r r e l s of a day and 3 b a r r e l s of water. So t h a t ' s a 

19 p r e t t y important r e s e r v o i r and commercial by i t s e l f i f we were 

20 t o d r i l l t h a t as a stand-alone o b j e c t i v e . 

21 Q. Would f r a c t u r i n g i n t h a t zone make a d i f f e r e n c e ? 

22 A . I ' m sorry? 

23 Q. Does f r a c t u r i n g i n t h a t zone make a d i f f e r e n c e i n 

24 production? 

25 A. N a t u r a l l y or stimulated? 
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N a t u r a l l y . 

2 A. I'm not sure. 

3 Q. Okay. I s t h a t something t h a t maybe your engineer 

4 can address? 

5 A. I don't know i f he can or not. I don't know t h a t 

6 the research or the l i t e r a t u r e or anything has demonstrated 

7 

8 

t h a t f r a c t u r i n g w i t h i n any of these sands c o n t r i b u t e much t o 

the pr o d u c t i o n . There was a paper put out by a researcher at 

9 Sandia Labs t h a t suggested m i c r o - f r a c t u r i n g may be important. 

10 But g e n e r a l l y , I t h i n k we have t o a r t i f i c i a l l y s t i m u l a t e the 

11 w e l l . 

12 Q. Stimulate the f r a c t u r i n g . Okay. You mentioned 

13 t h a t i t ' s been very d i f f i c u l t f o r Cimarex t o i d e n t i f y when 

14 you'11 get a good w e l l as you've been developing t h i s 

15 r e s e r v o i r . 

16 A. Uh-huh. 

17 Q. But you d i d say the Mescalero has been 

18 re-completed since 1985. You have t h a t long h i s t o r y --

19 A. Yes . 

20 Q. -- t o evaluate. 

21 A. Yes. 

22 Q. And you also have the Pennzoil 36 No. 1 since 

23 1997 t o evaluate. 

24 A. Uh-huh. 

25 Q. So you had 10 years on the Pennzoil 36 No. 1, 
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1 t h a t h i s t o r y . I 

2 A. Yes. j 

3 Q. And I take it, based on those two histories, you \ 

4 were comfortable enough i n developing your d r i l l i n g plan t h a t j 

5 you d r i l l e d , I t h i n k , s i x , seven w e l l s i n the l a s t e i g h t j 
6 months? 

7 A. Yes. 

8 Q. So you f e l t p r e t t y good t h a t you were going t o 

9 make some good wells? 

10 A. Right. 

11 MS. MUNDS-DRY: Okay. That's a l l I have. Thank you. 

12 MR. EZEANYIM: Okay. Terry? 

13 MR. WARNELL: Seven w e l l s you d r i l l e d ? 

14 THE WITNESS: Just i n the l a s t few months i n t h a t 

15 p a r t i c u l a r h a l f s e c t i o n , yes. 

16 MR. WARNELL: How many of those are completed? 

17 THE WITNESS: A l l of them. O v e r a l l , we've d r i l l e d 11 

18 we l l s i n the pool, and a l l but one were completed i n the Bone 

19 Spring. 

2 0 MR. WARNELL: That's a l l I've got. 

21 EXAMINATION 

22 BY MR. EZEANYIM: 

23 Q. Okay. A l l your testimony here demonstrates t h a t 

24 you have had a b e t t e r day i n the Bone Spring? 

25 A. Yes. 

i 
| i 
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So you don't know when you d r i l l the w e l l , you 

2 don't know whether t h a t i t i s going t o be pro d u c t i v e or not; i s 

3 t h a t r i g h t ? 

4 A. Well --

5 Q. Well, you don't know whether i t ' s going t o be 

6 pr o d u c t i v e , your engineer w i l l say t h a t . I mean, i f you're not 

7 at l e a s t 80 percent sure you're going t o do something --

8 A. Right. I t h i n k there's some percentage or some 

9 r i s k f a c t o r t h a t ' s a p p l i e d t o each one of the we l l s on the 

10 c e r t a i n t y of what we t h i n k i s going t o be production and 

11 p r o d u c t i v i t y of the w e l l . 

12 Q- So, t h a t i s hard t o p r e d i c t from w e l l t o w e l l 

13 what w i l l happen whenever you d r i l l them. And you say you 

14 d r i l l e d 11 wells? 

15 A. Right. 

16 Q. How many of those have been completed now? How 

17 many of those are completed wells? 

18 A. A l l of them are completed, 10 of them i n the Bone 

19 Spring. 

20 Q • Ten of them. Then the other one i s i n the 

21 Morrow? 

22 A. When we declared the Bone Spring t o be dry, we 

23 deepened t h a t w e l l down t o the Pennsylvania and Strawn 

24 Formation and completed the Strawn. 

25 Q. Is there any w e l l t h a t you d r i l l e d t h a t d i d not 
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the Bone Spring? 

2 A. No, other than t h a t one. 

3 Q. So otherwise you d r i l l e d w i t h i n the Bone Spring? 

4 A. Yes . 

5 Q. And they were very p r o l i f i c ? 

6 A. A couple of them are very p r o l i f i c . Several of 

7 them are marg i n a l w e l l s , and a few of them are p r e t t y good 

8 w e l l s . So we 've got a whole range of d i s t r i b u t i o n of 

9 p r o d u c t i v i t y from those w e l l s . 

10 Q. Yeah. I l i k e good w e l l s . 

11 A. Abs o l u t e l y . 

12 MR. EZEANYIM: Okay. I have nothing f u r t h e r . 

13 MR. BRUCE: I c a l l my engineer. 

14 MR. EZEANYIM: Go ahead. Let's proceed, please. 

15 MIKE FELCH 

16 a f t e r having been f i r s t duly sworn under oath, 

17 was questioned and t e s t i f i e d as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

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

21 residence f o r the record. 

22 A. Mike Felch, Grapevine, Texas. 

23 MR. EZEANYIM: What i s your name? Mike Felch? 

24 THE WITNESS: Mike Felch. 

25 MR. EZEANYIM: Mike Felch, a l l r i g h t . I'm so r r y . 
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(By Mr. Bruce): Who do you work f o r and i n what 

2 capacity? 

3 A. I work f o r Cimarex Energy as a senior r e s e r v o i r 

4 engineer. 

5 Q • Have you p r e v i o u s l y t e s t i f i e d before the 

6 Divi s i o n ? 

7 A. No, I have not. 

8 Q. Would you please summarize your educational and 

9 employment background f o r the Examiner? 

10 A. Yes. I earned a Bachelor of Science i n petroleum 

11 engineering from the U n i v e r s i t y of Texas. I've been working 

12 f o r 30 years. I've worked f o r Marathon, Teneco, Terra 

13 Resources, Hunt O i l , Ascent Energy, and now Cimarex. And I've 

14 covered many oasins, the W i l l i s t o n Basin, Wyoming, Gulf Coast, 

15 South Louisiana, Peru and North Texas. 

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

17 c u r r e n t l y i nclude t h i s area of Southeast New Mexico? 

18 A. Yes, i t does. 

19 Q. 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 

20 p e r t a i n i n g t o the Apache Ridge-Bone Spring pool? 

21 A. Yes, I am. 

22 Q. And have you prepared e x h i b i t s f o r submission t o 

23 the Examiner? 

24 A. Yes, I have. 

25 MR. BRUCE: Mr. Examiner, I tender Mr. Felch as an 
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1 expert petroleum -- expert r e s e r v o i r engineer. 1 

2 MR. EZEANYIM: Mr. Felch, why d i d you go t o the I 

J 

3 U n i v e r s i t y of Texas? You are my enemy now. j 

4 THE WITNESS: I have many enemies since going t o the ) 

5 U n i v e r s i t y of Texas. 

6 MR. EZEANYIM: Well, I went t o A&M. I'm not going t o j 

7 hold i t against you. Are you r e g i s t e r e d i n New Mexico? 

8 THE WITNESS: No. I'm not. j 

9 MR. EZEANYIM: That's okay. You are w e l l q u a l i f i e d . 10 Q. (By Mr. Bruce): Mr. Felch, before we get i n t o 

11 your e x h i b i t s , l e t ' s maybe summarize a couple of p o s i t i o n s t h a t 

12 you w i l l a s s e r t at t h i s hearing. 

13 F i r s t of a l l , w i t h respect t o i n c r e a s i n g the 

14 allowable -- f i r s t , w i l l i n c r e a s i n g the allowable increase the 

15 r a t e of recovery from t h i s pool and harm the r e s e r v o i r ? 

16 A. No, i t w i l l not. 

17 Q. W i l l -- second issue i s , w i t h respect t o Fasken 

18 claiming the adverse e f f e c t on t h e i r c o r r e l a t i v e r i g h t s , based 

19 on the engineering t h a t you've seen, the v a r i a b i l i t y of 

20 production from t h i s r e s e r v o i r and t a k i n g i n t o account 

21 Mr. Worthington's geology, do you see any adverse e f f e c t on 

22 t h e i r c o r r e l a t i v e r i g h t s from i n c r e a s i n g the allowable? 

23 A. No, I do not. 

24 Q. Do you see any harm t o the r e s e r v o i r because you 

25 have overproduced a couple of wells? 

I 
I 
'4 
I 
I 
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1 A. No. 

2 Q. Do you oppose the r e l i e f sought by Fasken i n i t s 

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

4 A. Yes, I do. 

5 Q. Let's move on. F i r s t , what type of r e s e r v o i r i s 

6 t h i s ? 

7 A. I t ' s a s o l u t i o n - g a s - d r i v e o i l r e s e r v o i r . 

8 Q. I n such r e s e r v o i r s , does r a t e of production 

9 a f f e c t recovery? 

10 A. No, i t does not. 

11 Q. What i s E x h i b i t 16, Mr. Felch? 

12 A. This i s a copy of a sheet i n the Petroleum 

13 Engineering Handbook, and handbook i s a misnomer. I t ' s an 

14 800-page monster t h a t covers many, many aspects of petroleum 

15 engineering. 

16 MR. EZEANYIM: I know what you mean. 

17 A. Yes. And t h i s i s from the chapter on s o l u t i o n 

18 gas d r i v e r e s e r v o i r s . I have h i g h l i g h t e d some of the comments 

19 under " I n s i g h t s From Simulated Studies." I t b a s i c a l l y s t a t e s 

20 t h a t an i n f o r m a t i v e study by a c e r t a i n gentleman who used a 

21 gridded r a d i a l s i m u l a t o r t o study the e f f e c t of ra t e and 

22 spacing on performance. And they determined t h a t u l t i m a t e 

23 recovery e s s e n t i a l l y i s independent of r a t e and space. 

24 Q. (By Mr. Bruce): Okay. Now, I bel i e v e t h a t 

25 normally, i f you have a nice homogenous r e s e r v o i r , there's 
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1 o f t e n a gas cap i n a s o l u t i o n d r i v e r e s e r v o i r ? 

2 A. There could be, but i t would r e q u i r e 

3 s t r u c t u r a l -- a good s t r u c t u r a l component, a t h i c k r e s e r v o i r 

4 and very good v e r t i c a l p e r m e a b i l i t y . 

5 Q. Do you see good v e r t i c a l p e r m e a b i l i t y i n t h i s ? 

6 A. We don't have i n d i c a t i o n s of t h a t , and we don't 

7 have a l o t of s t r u c t u r e . And they're o f t e n not very t h i c k , 

8 e i t h e r . So we don't have the c h a r a c t e r i s t i c s t h a t would tend 

9 t o have a gas gap formed. 

10 Q. Okay. Looking a t the w e l l s you d r i l l e d mainly i n 

11 Section 36, do you see evidence of a gas cap? 

12 A. No, we do not. 

13 Q. Let's discuss p r o d u c t i o n from the w e l l s . I r e f e r 

14 you t o your E x h i b i t 17. What does t h i s package contain? 

15 A. I t contains p r o d u c t i o n p l o t s of ra t e versus time 

16 f o r a l l the we l l s i n the pool. The very f i r s t one there i s the 

17 grand t o t a l f o r a l l the wells i n the Apache Ridge-Bone Spring 

18 f i e l d . 

19 Q. Maybe s t a r t i n g o f f i n "97, a t t h a t p o i n t , were 

20 there only a couple of we l l s i n the pool? 

21 A. That's c o r r e c t . There were only two w e l l s , the 

22 Pennzoil Com, State Com No. 1, and the Mescalero 39 No. 1. 

23 Q. And they were s u b s t a n t i a l producers? 

24 A. The p l a t i s dominated r i g h t t h e r e . For a number 

25 of years, i t was dominated by the Pennzoil Com No. 1. I t was a 
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1 very good producer. 

2 Q. And maybe you could run through or p i c k out a 

3 couple of examples on t h i s p l a t and t e l l the Examiner what 

4 you'd l i k e him t o see on those e x h i b i t s . 

5 A. I guess, as a general sense, y o u ' l l see a l o t of 
6 v a r i a b i l i t y i n production r a t e s . That supports what 

7 Mr. Worthington said i n terms of v a r i a b i l i t y of the geology of 

8 the w e l l s t h a t we've encountered. 

9 Three pages i n i s the Laguna 16. That's one of the 

10 second or t h i r d w e l l s we d r i l l e d i n our d r i l l i n g development 

11 t h a t r e a l l y s t a r t e d i n earnest i n mid-July. For example, you 

12 see a 20 - b a r r e l a day w e l l t h e r e . And l e t me please e x p l a i n 

13 the curves: Green i s o i l -- these are a l l d a i l y r a tes -- green 

14 i s o i l , blue i s water, red i s gas, and purple i s GOR. The 

15 scale s t a r t s at 1 and goes t o 10,000 a t the top. 

16 Q. Okay. So t h i s was the f i r s t w e l l you d r i l l e d ? 

17 A. This i s not the f i r s t w e l l . I t ' s the second or 

18 t h i r d w e l l . But what I wanted t o show going through i t , i s you 

19 w i l l see v a r y i n g GOR at a widely v a r y i n g r a t e , which does 

20 support Mr. Worthington's geology. 

21 Let's f l i p t o the next one. I t ' s Mescalero 35 No. 1. 

22 I do want t o have a l i t t l e e x p l anation on the -- i t ' s a strange 

23 l o o k i n g curve. The w e l l was o r i g i n a l l y completed i n 1985. 

24 They only produced i t f o r four months. I t was only completed 

25 i n the upper p o r t i o n of the Bone Spring. 
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1 They then went down t o the Morrow, kept i t i n the 

2 Morrow f o r a number of years. They kept the Bone Spring open 

3 between packers. They never squeezed o f f the zone. Then back 

4 i n '98, they came back to t h a t i n t e r v a l . I n f a c t , i n '98 when 

5 they came back, t h a t i s when they p e r f o r a t e d what we c a l l the 

6 Dolomite Section. That's where you see i t producing about 75 

7 b a r r e l s a day. I t was not s t i m u l a t e d at t h a t time. I t was 

8 f l o w i n g . 

9 The w e l l declines t o 10 b a r r e l s a day. They then 

10 remove the packers. And, i n f a c t , gentleman, i f you t u r n one 

11 more page, I t h i n k I have d e s c r i p t i o n s there t h a t are going t o 

12 make i t a l o t easier. There you go. There's some notes. But 

13 I've taken o f f the '85 t o '98 t o make the curve look a l i t t l e 

14 e a s i e r . 

15 You see i n the middle they p u l l the packer, they go 

16 ahead and produce t h a t Upper F i r s t Bone Spring. I t declines 

17 s i g n i f i c a n t l y . And then w i t h an a c i d j o b i n 2003, the w e l l 

18 s t a r t s making 250 b a r r e l s a day. I don't t h i n k there's any 

19 question t h a t t h a t ' s an e f f e c t i v e s t i m u l a t i n g of the dolomite 

20 i n t e r v a l . 

21 A b u i l d u p was run on t h a t formation when i t was 

22 i n i t i a l l y completed and the s k i n value was extremely high, 40 

23 or 50, something l i k e t h a t . 

24 Q. Looking at the rates since -- when d i d Cimarex 

25 or, I t h i n k -- i t s predecessor was Gruy Petroleum. When d i d 
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1 they take over the well? 1 

2 A. I t was June -- when d i d Gruy take over? I t h i n k 

3 i t was 2003. I'm not sure when Gruy took over. 

4 Q. Okay. But i t was maybe four years ago, f i v e 

5 years ago? 

6 A. Yes. 

7 Q. Okay. 

8 A. Gentlemen, other than t h a t , i f we want t o f l i p 

9 through you can see the v a r i a b i l i t y i n GOR and the v a r i a b i l i t y 

10 i n o i l r a t e . GOR you can see w i l l range anywhere from a low of 

11 1,000 t o a high of 2500 t o 3,000. O i l r a t e w i l l vary from 10 

12 t o 100 b a r r e l s a day. 

13 MR. EZEANYIM: Ten t o what? 

14 THE WITNESS: 10 t o 150, 200 b a r r e l s a day. We have 

15 two extremely good w e l l s t h a t w e ' l l t a l k about i n d e t a i l . But 

16 there i s wide v a r i a b i l i t y . 

17 MR. EZEANYIM: What c o l o r i s your GOR? Is t h a t 

18 purple? 

19 THE WITNESS: Right. The GOR i s purp l e . And i t ' s 

20 g e n e r a l l y a t the higher end of the p l o t . 

21 MR. EZEANYIM: Yeah. Okay. 

22 A. We can go t o the -- l e t ' s go t o the Pennzoil B 36 

23 State No. 2 w e l l . These are l i s t e d i n numerical order. That 

24 i s one of the very p r o l i f i c w e l l s we have out here. We have 

25 two w e l l s t h a t are capable of producing above the allowable. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a 71 d8009-9b47-40ae-a096-2d52502e00fa 



Page 46 { 
1 MR. EZEANYIM: What page are you on? 

2 THE WITNESS: That i s going t o be about seven pages 

3 i n . 

4 MR. EZEANYIM: These pages are not numbered. 

5 THE WITNESS : Page 11, upper r i g h t , l o o k i n g f o r 

6 Pennzoil B 36 State No. 2 . 

7 MR. EZEANYIM: State 2 or State 1? 

8 THE WITNESS: State 2 . 

9 MR. EZEANYIM: Okay. 

10 A. This i s one of the two wel l s capable of producing 

11 above the allo w a b l e . Y o u ' l l see a new l i n e here a t the bottom 

12 t h a t i s f l o w i n g t u b i n g pressure. 

13 MR. EZEANYIM: Let me ask a question r i g h t o f f the 

14 bat. When you say a couple w e l l s can go over the allo w a b l e , 

15 i t ' s not the w e l l , i t ' s the u n i t . The allowable comes from the 

16 u n i t , r i g h t ? 

17 MR. BRUCE: Yeah. But each of these — there i s 

18 only --

19 MR. EZEANYIM: One w e l l . 

20 MR. BRUCE: -- one w e l l per 40-acre u n i t . 

21 MR. EZEANYIM: Okay. One w e l l f o r 40 acres. Okay. 

22 That's why you need one w e l l . Okay. 

23 A. Right. And t h i s w e l l y o u ' l l n o t i c e , once again 

24 at the bottom, the t u b i n g pressure, t h i s w e l l i s s t i l l f l o w i n g 

25 at 700 pounds t u b i n g pressure. I t ' s producing top allowable 
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1 r a t e s , and r i g h t a t 550 t o 600 MCF a day, and no water. And 

2 you w i l l see t h a t e a r l y on, yes, we were above allowable f o r 

3 the f i r s t several months the r e . One month we d i d have an 

4 average of 500 b a r r e l s a day. 

5 Q. (By Mr. Bruce): Has t h a t w e l l been r e s t r i c t e d ? 

6 A. Yes, i t was. I t was r e s t r i c t e d the next month. 

7 MR. EZEANYIM: To what? 

8 THE WITNESS: They were attempting t o r e s t r i c t i t t o 

9 275. They have had d i f f i c u l t y as they have adjusted t h e i r 

10 chokes t o t r y and keep i t a t t h a t r a t e . 

11 MR. EZEANYIM: So what i s i t doing now? 

12 THE WITNESS: I t b e t t e r be 275 b a r r e l s a day, because 

13 t h a t ' s what they've been i n s t r u c t e d t o do. And they have t r i e d 

14 t o keep i t t h e r e . 

15 Q. (By Mr. Bruce): Has i t been d i f f i c u l t w i t h the 

16 choke s i z e , et cetera? 

17 A. I t has. The w e l l slugs. I t changes. I t ' s been 

18 d i f f i c u l t . The d i f f e r e n c e i n j u s t l / 6 4 t h can mean a l o t on 

19 these kind of we l l s on the choke s i z e . 

20 Q. So you weren't able -- you couldn't j u s t get i t 

21 down t o 275 b a r r e l s a day and then leave i t alone? 

22 A. Right. There i s n ' t a d i a l on the wellhead t h a t 

23 d i a l s i n the r a t e . 

24 MR. WARNELL: How are you s i m u l a t i n g or completing 

25 these? 
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1 THE WITNESS: These w e l l are very — 

2 MR. WARNELL: Ac i d i z i n g ? 

3 THE WITNESS: — low volume a c i d jobs w i t h b a l l 

4 sealers. They are very good w e l l s . I t takes a very small 

5 cleanup j o b . 

6 A. And i f you would, we could then go t o the B 36 

7 State No. 7 w e l l . I t i s your second t o l a s t page. This i s now 

8 a d a i l y production p l o t . This w e l l only has two months of 

9 reported data t o the s t a t e so t h a t ' s why you're seeing the 

10 d a i l y r a t e s . The legend i s at the top. The c o l o r s are 

11 approximately the same as you saw before. 

12 Of note f o r t h i s w e l l -- y o u ' l l note at the very 

13 beginning, t h i s w e l l , we had i t on pump. When we were 

14 i n i t i a l l y swabbing t h i s w e l l , i t had no i n d i c a t i o n t h a t i t 

15 wanted to flow. We put i t on pump. I t was on pump f o r the 

16 f i r s t 10 t o 11 days making v a r i a b l e rates of 80 t o 

17 100-and-something b a r r e l s a day. And then i t s t a r t e d t o flow 

18 up the casing. And y o u ' l l note the large jump i n o i l r a t e 

19 t h e r e . 

20 We d i d produce t h a t w e l l at 800 b a r r e l s a day. 

21 Flowing tubing pressure was about 500 pounds. So once again, 

22 t h i s i s the other w e l l t h a t we have t h a t ' s capable of w e l l i n 

23 excess of top allowable. 

24 Q. (By Mr. Bruce): So the Pennzoil B 36 State No. 7 

25 and then the No. 2 are capable of producing i n excess of 275 

, , _ 
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2 A. That's c o r r e c t . 

3 Q • Are the other two s u b s t a n t i a l producers i n the 

4 pool, the Mescalero 30 No. 1, and then the Pennzoil 36 No. 1, 

5 what are t h e i r approximate producing rates? 

6 A. They're about 40 b a r r e l s day now -- or l e s s . I n 

7 f a c t , Pennzoil Com No. 1 i s down t o about 15 b a r r e l s a day. 

8 But l e t me check the p l o t f o r the 30 No. 1. 

9 Q. They are producing w e l l below allowable? 

10 A. Well below al l o w a b l e . 

11 MR. EZEANYIM: So when d i d the other two t h a t 

12 overproduced? What time? 

13 THE WITNESS: Ten years ago. 

14 MR. EZEANYIM: Okay. But they are producing about 

15 40 b a r r e l s a day now? 

16 THE WITNESS: One i s about 15. The other one i s 

17 about 50. 

18 MR. EZEANYIM: Okay. 

19 Q- (By Mr. Bruce): Do you have anything f u r t h e r on 

20 t h i s e x h i b i t , Mr. Felch? 

21 A. No, s i r . 

22 Q- You t a l k e d about v a r i a b i l i t y producing from the 

23 zones. L e t 1 s move t o your E x h i b i t 18. What are these? Who 

24 d i d them, and what do they show? 

25 A. Okay. These are production logs run by a ser v i c e 
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1 company c a l l e d Tech Well Surveys. These were run e a r l y on i n 

2 the l i f e of the B 36 No. 7, which i s the f i r s t one, and the 36 

3 No. 2, the l a s t one. The B 36 No. 1 was run i n the l a s t month 

4 or so. That w e l l had been on production f o r about a year and a 

5 h a l f when t h i s p roduction l o g was run. 

6 The i n t e n t of running these i s t o attempt t o f i n d the 

7 c o n t r i b u t i o n from each i n t e r v a l i n terms of f l u i d and gas --

8 o i l , water, and gas. The 36 No. 7 i s the top sheet. What 

9 y o u ' l l see i s there i s one i n t e r v a l t h a t was c o n t r i b u t i n g 530 

10 b a r r e l s a day and about 400 MCF at the time the p r o d u c t i o n l o g 

11 was run. This production l o g was run when the w e l l was making 

12 about 800 b a r r e l s a day and about 2 m i l l i o n a day of gas. 

13 Of note a t the bottom where i t ' s l a beled A i r s t r i p 

14 Dolomite, t h i s i s an i n t e r v a l t h a t would appear t o c o r r e l a t e 

15 very w e l l w i t h the Pennzoil Com No. 1, t h a t o r i g i n a l w e l l i n 

16 t h i s lease t h a t made the 500,000 b a r r e l s . And note t h a t t h a t 

17 w e l l was making 87 o i l and about 1.4 m i l l i o n a day of gas at 

18 the time of t h i s p roduction l o g . 

19 Q. From t h a t zone? 

20 A. From t h a t i n t e r v a l . I t has a very high GOR. I n 

21 f a c t , i t was a c t i n g l i k e a gas l i f t f o r the w e l l . 

22 The next one -- I ' d a c t u a l l y l i k e t o f l i p t o the l a s t 

23 sheet. I t ' s the B 36 No. 2. Once again, i t ' s the other 

24 p r o l i f i c w e l l i n the f i e l d . And note t h a t most of the 

25 p r o d u c t i o n was coming from two very t h i n i n t e r v a l s which we 
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1 c o r r e l a t e as the -- we c a l l the Upper A i r s t r i p . A number of 

2 i n t e r v a l s were perfed; very l i t t l e c o n t r i b u t i o n from the w e l l 

3 on those p e r f s . V i r t u a l l y a l l of i t from those two very t h i n 

4 zones. 

5 I f we were t o compare these i n t e r v a l s on the cross 

6 se c t i o n t h a t Mr. Worthington showed you, you'd see there would 

7 be v i r t u a l l y no c o r r e l a t i o n w i t h the lower dolomite i n t e r v a l s 

8 i n the o r i g i n a l w e l l , yet I ' l l show you bottom hole pressure 

9 data t h a t shows t h a t t h i s w e l l ' s bottom hole pressure was 

10 v i r t u a l l y equal t o w e l l s completed i n t h a t dolomite i n t e r v a l . 

11 Q. I n lo o k i n g a t the f i r s t pages of t h i s e x h i b i t , 

12 Mr. Felch, i t appears t h a t the s u b s t a n t i a l gas pro d u c t i o n comes 

13 from the lower zones? 

14 A. I t does. That's c o r r e c t . 

15 Q. And i s t h a t one of the reasons you don't see a 

16 gas cap i n t h i s ? 

17 A. That i s c o r r e c t . And t h a t i s also s u b s t a n t i a t e d 

18 by producing GORs. 

19 Q. Let's move on t o your e x h i b i t --

20 MR. WARNELL: One question. Excuse me. You said 

I 

21 you've got production logs? 

22 THE WITNESS: Yes, s i r . The data you see t o the 

23 r i g h t of the log i s derived from the r e s u l t s of production 

24 logs. 
25 MR. WARNELL: What kind of production logs d i d you 
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1 run? I s i t j u s t spinners or --

2 THE WITNESS: No. F u l l sweep. F u l l bar spinner, 

3 gra d i e n t meter, a capacitance t o o l or the d i a l e c t i c t o o l ; also 

4 pressure and temperature. So i t was a f u l l sweep. 

5 MR. WARNELL: So i f we needed, we could get t h a t 

6 information? 

7 THE WITNESS: We have t h a t i n f o r m a t i o n i f you'd l i k e 

8 t o see i t , yes. 

9 MR. WARNELL: Okay. 

10 Q. (By Mr. Bruce): What does E x h i b i t s 19 r e f l e c t , 

11 Mr. Felch? 

12 A. E x h i b i t 19 are node p l o t s using software c a l l e d 

13 PERFORM. What t h i s has used i s the f l o w i n g bottom hole 

14 pressure from the produc t i o n logs, and i t ' s a t o o l t o p r e d i c t 

15 maximum rates at cu r r e n t times and also at f u t u r e lower bottom 

16 hole pressure. 

17 And what y o u ' l l see at the bottom there where i t says 

18 " I n f l o w , " those values down there are f u t u r e r e s e r v o i r 

19 pressures. And then the i n t e r s e c t i o n of t h a t curve labeled A, 

20 which i s the o u t f l o w curve or e s s e n t i a l l y t u b i n g f r i c t i o n 

21 curve. The i n t e r s e c t i o n of t h a t curve w i t h the numbered curves 

22 1 through 4 t h a t c o r r e l a t e t o the bottom hole pressure, you see 

23 at the bottom at t h a t i n t e r s e c t i o n , t h a t i s the p r e d i c t e d 

24 l i q u i d r a t e . 

25 Now, one t h i n g I w i l l note i s t h a t y o u ' l l note under 
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1 "Tubing," I've scratched out Economides. The a c t u a l 

2 c o r r e l a t i o n used f o r the t u b i n g was the gray c o r r e l a t i o n . The 

3 program has a l i t t l e g l i t c h . 

4 Now, the next page e s s e n t i a l l y takes t h i s data and 

5 makes i t a l i t t l e b i t easier t o see. I t ' s your p r e d i c t e d 

6 l i q u i d versus your bottom hole pressure. So i t ' s j u s t t a k i n g 

7 those i n t e r s e c t i o n p o i n t s and making another p l o t . And what 

8 t h a t p l o t shows i s -- t h i s i s the B 36 No. 2. This w e l l i s 

9 capable of producing above the allowable r a t e w e l l up u n t i l 

10 bottom hole pressure reaches 1200 pounds. Current bottom hole 

11 pressure i s around 1800 pounds. 

12 Q. And what o i l r a t e are you requesting i n t h i s 

13 case? 

14 A. We are seeking 1,300 b a r r e l s a day, and t h a t 

15 y o u ' l l see on the next p l o t . 

16 MR. EZEANYIM: Okay. I was going t o say. Let's see. 

17 Q. (By Mr. Bruce): Go ahead, Mr. Felch. 

18 A. You know, I t h i n k we're missing node p r o j e c t i o n s 

19 f o r the B 36 No. 7. Can I check a f o l d e r over here? 

20 MR. EZEANYIM: Go ahead. 

21 THE WITNESS: I apologize. Obviously, we d i d a poor 

22 job of g e t t i n g copies of a l l our data. 

23 MR. EZEANYIM: Do you have i t ? 

24 THE WITNESS: We do have copies of what we should 

25 have had s i x more copies of. 
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1 MR. BRUCE: I can go make a d d i t i o n a l copies. 

2 MR. EZEANYIM: Let's f i n i s h t h i s . We'll make a copy 

3 when we take a break. 

4 Q. (By Mr. Bruce): Okay. Mr. Felch, you may have 

5 t o t e s t i f y from memory. Your E x h i b i t 19A, what i s that? 

6 A. Okay. That shows the same nodal a n a l y s i s f o r the 

7 B 36 No. 7 w e l l . One of the p l o t s w i l l show the same i n f l o w 

8 curves versus o u t f l o w . The other one i s the s e n s i t i v i t y p l o t 

9 which shows r a t e versus f u t u r e bottom hole pressure. Y o u ' l l 

10 note t h a t the p r e d i c t e d r a t e f o r a tu b i n g pressure of 100 

11 pounds was around 1,370 b a r r e l s a day, showing what t h a t w e l l 

12 i s capable of r i g h t now i f we are allowed t o produce the w e l l 

13 w i t h 100 pounds tu b i n g pressure. That i s the basis f o r the 

14 1300-barrel-a-day request. 

15 MR. EZEANYIM: And t h i s i s No. 19A. How d i d you 

16 produce 19A? The i n t e r s e c t i o n of t h a t graph, your f i r s t one, 

17 i s t h a t what i s p l o t t e d on 19 here? 

18 THE WITNESS: Yes. I t should be --

19 MR. EZEANYIM: The i n t e r s e c t i o n of — 

20 THE WITNESS: Of those four separate bottom hole 

21 pressures, c o r r e c t . 

22 MR. EZEANYIM: I'm t r y i n g t o understand your legend 

23 here. 
24 THE WITNESS: Does the legend say " I n f l o w , " and 

25 beneath i t there's a number, corr e c t ? 
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1 MR. EZEANYIM: Yeah. 

2 THE WITNESS: Well, t o the l e f t of t h a t under 

3 " I n f l o w , " i t should say "Future Reservoir Pressure." 

4 MR. EZEANYIM: Yeah. 

5 THE WITNESS: Okay.. Under " I n f l o w , " those values are 

6 f u t u r e r e s e r v o i r pressures. So i t w i l l show you what t h a t w e l l 

7 can produce at t h a t bottom hole pressure. 

8 MR. EZEANYIM: Okay. 

9 THE WITNESS: Okay. 

10 MR. EZEANYIM: Okay. Go ahead. 

11 MR. BRUCE: And du r i n g a break, we can make copies 

12 f o r everyone. 

13 MR. EZEANYIM: On t h i s one you supplied, which w e l l 

14 i s t h i s ? 

15 THE WITNESS: That's the B 36 No. 7. The previous 

16 one I gave you was No. 2. 

17 MR. EZEANYIM: So these are the two t h a t are 

18 overproducing? 

19 THE WITNESS: That's c o r r e c t . 

20 MR. EZEANYIM: Okay. You may proceed. Go ahead. 

21 Q. (By Mr. Bruce): Okay. Move on t o your bottom 

22 hole pressure, Mr. Felch. 

23 A. Okay. E x h i b i t No. 20 i s a l i s t i n g of bottom hole 

24 pressure data we've acquired i n the f i e l d . I t shows the w e l l , 

25 the date i t was acquired, what t h a t bottom hole pressure value 
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1 was. I t shows you the type of the bottom hole pressure t e s t . 

2 Y o u ' l l note some of them are e x t r a p o l a t e d P s t a r s from bottom 

3 hole pressure buildups. Some are s t a t i c f l u i d l e v e l s . Some 

4 are 72-hour .dip-in. 

5 A d i p - i n i s a w e l l has been shut i n not long. We run 

6 a gauge t o the bottom of the hole, l e t the gauge s t a b i l i z e f o r 

7 an hour, then j u s t p u l l the gauge out. A l l r i g h t ? Those are 

8 e s s e n t i a l l y the various type of t e s t s we have got. 

9 To the r i g h t , i t shows what formations were open i n 

10 the w e l l bore at the time t h a t bottom hole pressure t e s t was 

11 taken. 

12 MR. EZEANYIM: Okay. 

13 A. The next page i s going t o show a p l o t of t h a t 

14 data. I ' l l b r i e f l y touch on the f i r s t one. Because of the 

15 time scale on t h i s p l o t , i t ' s going t o r e a l l y cram the l a t e r 

16 data. What i t w i l l show i s the i n i t i a l w e l l s i n the pool were 

17 the Pennzoil State Com No. 1. We obtained two e a r l y production 

18 t e s t s on t h a t w e l l and one on the Mescalero -- I said "we," and 

19 i t wasn't "we," i t was the o r i g i n a l operator -- on Mescalero 30 

20 No. 1. 

21 You w i l l note those bottom hole pressures are close. 

22 You do have some i n d i c a t i o n s of completion. Those w e l l s are 

23 about a m i l e and a h a l f apart from each other. As we t u r n the 

24 page, the time scale i s going t o change so the data moves out a 

25 l i t t l e b i t . I t s t a r t s i n 2006. 
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1 Now, what i s i n t e r e s t i n g on t h i s p l o t i s i f we go 

2 s t r a i g h t up from the time date t h a t says 8/24/2007, y o u ' l l see 

3 two data p o i n t s . One says Pennzoil B 36 State No. 2. The 

4 other one i s Pennzoil B 36 State No. 1. On Mr. Worthington's 

5 cross s e c t i o n , the B 36 State No. 1 w i l l show i t ' s only 

6 p e r f o r a t e d i n the dolomite s e c t i o n , some very minor sands 

7 s l i g h t l y above the dolomite. B 36 State No. 2, the productive 

8 i n t e r v a l s there on h i s cross s e c t i o n w i l l come i n much higher 

9 i n the s e c t i o n . They would not appear c o r r e l a t i v e , yet those 

10 bottom hole pressure p o i n t s overlay each other. 

11 Y o u ' l l note the 36 State Com No. 1, t h a t data p o i n t 

12 th e r e , t h a t i s a s t a t i c f l u i d l e v e l . Those tend t o have a 

13 l i t t l e more v a r i a b i l i t y or u n c e r t a i n t y surrounding them, but 

14 y o u ' l l see i t ' s very close t o those other w e l l s . 

15 As we move t o the r i g h t and stay around t h a t 

16 2000-pound bottom hole pressure l i n e , y o u ' l l note a number of 

17 other w e l l s coming i n along t h a t bottom hole pressure. The 

18 Mescalero 30 No. 6 i s located probably a mile from those w e l l s 

19 i n Section 36. Y o u ' l l note the 36 State Com No. 2, the B 36 

20 No. 7 w e l l , which I j u s t showed you the produc t i o n l o g , n o t i c e 

21 i t f a l l i n g r i g h t i n l i n e here also. 

22 Now, there are some other extraneous p o i n t s . We have 

23 some strange data p o i n t s t h a t are somewhat d i f f i c u l t t o 

24 e x p l a i n . The very low bottom hole pressure p o i n t s you see at 

25 the Pennzoil B 36 State No. 3. And then the Mescalero B 29 
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1 No. 1, t h a t ' s a f a r distance t o the east, several miles t o the 

2 east. We also get data p o i n t s t h a t are up there around 3500, 

3 400 0 pounds. 

4 I n the end, what I ' l l say i s I can't r e a l l y e x p l a i n 

5 t h i s , but what i t c e r t a i n l y means i s a l o t of these r e s e r v o i r s 

6 are i n communication. A l o t of these r e s e r v o i r s are i n 

7 pressure communication, even though s t r a t o g r a p h i c a l l y they 

8 c e r t a i n l y look l i k e they do not c o r r e l a t e . 

9 Q. (By Mr. Bruce): Looking at the f i r s t page of the 

10 c h a r t , the Pennzoil B 36 State No. 1 was the i n i t i a l w e l l , 

11 c o r r e c t , the large producer? 

12 A. Yes, i t was. 

13 Q. Where i s -- and then up above a t higher pressures 

14 you have the Pennzoil B 36 State No. 5. How f a r away i s t h a t 

15 w e l l from the No. 1? 

16 A. I t ' s on one or two l o c a t i o n s . I'm p u l l i n g a 

17 blank. One second. 

18 Q. Most of the — 

19 A. I t ' s the southern 40-acre o f f s e t . 

20 Q. So i t ' s a quarter m i l e away? 

21 A. Yes. 

22 Q. And yet you see a higher pressure i n there? 

23 A. Yes, we do. 

24 Q. Even though there seems t o be some pressure 

25 communication, i t doesn't seem t o a f f e c t p r o d u c t i v i t y from 
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1 o f f s e t w e l l s ; i s t h a t correct? 

2 A. We have some h i g h l y productive w e l l s a t these 

3 pressures; t h a t i s c o r r e c t . 

4 Q. What i s E x h i b i t 21? 

5 A. E x h i b i t 21 i s approximately 18 pr o d u c t i o n p l o t s 

6 of we l l s from f i e l d s i n p r o x i m i t y t o Apache Ridge-Bone Spring. 

7 These are other Bone Spring f i e l d s i n c l u d i n g the A i r s t r i p 

8 F i e l d , the Lee F i e l d , Teas, and also the Scharb F i e l d . What 

9 these are i s -- the purpose of these p l o t s i s t o show t h a t 

10 t y p i c a l Bone Spring s o l u t i o n - g a s - d r i v e r e s e r v o i r s -- r e s e r v o i r 

11 w e l l s -- w i t h good p r o d u c t i v i t y and high EURs have GORs t h a t 

12 climb r a p i d l y t o 3,000 t o 6,000 cubic f e e t per b a r r e l . And 

13 y o u ' l l also note t h a t some of these w e l l s , they don't l a s t but 

14 about 8 t o 10 years, but they recover 300-350,000 b a r r e l s . 

15 I d i d not plan on going through 18 produc t i o n p l o t s , 

16 but i f you would l i k e , we could j u s t f l i p through. Just t o 

17 note, the GOR i s the dashed black l i n e at the top. I n the 

18 upper r i g h t i s the cum o i l . 

19 Q. So lo o k i n g at those over time, they j u s t 

20 n a t u r a l l y have an increase i n GOR? 

21 A. They n a t u r a l l y increase i n GOR; t h a t i s c o r r e c t . 

22 Q. And as a r e s u l t , Cimarex i s requesting an 

2 3 increase i n GOR? 

24 A. Right. We believe t h a t t h i s i s a prev a l e n t and a 

25 n a t u r a l t h i n g f o r the Bone Spring r e s e r v o i r . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71d8O09-9b47-40ae-aO96-2rJ52502eOOfa 



Page 60 

1 Q. We're going t o go i n and do some volumetrics now, 

2 but before we get i n t o i t , even though you have t h i s data here, 

3 do you t h i n k v o l u m e t r i c s r e a l l y t e l l s you anything about t h i s 

4 pool? 

5 A. I t h i n k they're very d i f f i c u l t . I t ' s extremely 

6 d i f f i c u l t t o defi n e i n place reserves and what you w i l l 

7 recover, and i t ' s very d i f f i c u l t t o use the c l a s s i c a l r e s e r v o i r 

8 engineering techniques due t o the complexity of the r e s e r v o i r . 

9 Q. Why don't you move on t o your E x h i b i t 22 and 

10 discuss i t s contents f o r the Examiner. 

11 A. The f i r s t page on E x h i b i t 22 shows volumetrics 

12 f o r the Apache Ridge F i e l d . These u t i l i z e Mr. Worthington's 

13 isopach maps. They also u t i l i z e log an a l y s i s using software t o 

14 d e f i n e average p o r o s i t y and average water s a t u r a t i o n . I've 

15 l i s t e d u l t i m a t e recovery f o r both 15 percent and 20 percent 

16 recovery f a c t o r s , mainly because I don't know which i t i s , and 

17 I'm not sure we can defi n e what i t i s . But those are t y p i c a l 

18 recoveries f o r s o l u t i o n - g a s - d r i v e r e s e r v o i r s . 

19 Those values are l i s t e d by formation f o r the t o t a l 

20 f i e l d . Volumetrics would i n d i c a t e 35 m i l l i o n b a r r e l s i n place. 

21 The c u r r e n t cumulative i s a m i l l i o n b a r r e l s or about a 

22 3 percent recovery f a c t o r f o r the o i l i n place. And u l t i m a t e 

23 recovery looks l i k e i t w i l l vary between 5.3 t o 7 m i l l i o n 

24 b a r r e l s . 

25 Q. So there's s t i l l 4 t o 6 m i l l i o n b a r r e l s of o i l t o 
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2 A. There's a l o t of o i l l e f t t o be recovered. 

3 Q. What does Page 2 show? 

4 A. The next page shows the exact same t h i n g a p p l i e d 

5 to j u s t Section 36 where we have d r i l l e d most of our w e l l s , 

6 where we are seeking r e l i e f . The grand t o t a l a l l i n place 

7 there i s 8.8 m i l l i o n b a r r e l s . We show recoverable reserves 

8 between 1.3 t o 1.8 m i l l i o n . The c u r r e n t cum i s 750,000. The 

9 cur r e n t recovery f a c t o r i s about 8 1/2 percent. 

10 Q. Again, s t i l l a l o t of o i l t o be recovered? 

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

12 Q. Now, before we get i n t o E x h i b i t 23, do 

13 conventional drainage area c a l c u l a t i o n s p e r t a i n i n t h i s pool, 

14 i n your opinion? 

15 A. No, they do not. 

16 Q. Now, d i d you perform c a l c u l a t i o n s on the drainage 

17 area? 

18 A. Yes, I d i d . 

19 Q. I s t h a t r e f l e c t e d i n E x h i b i t 23? 

20 A. Yes, i t i s . 

21 Q. Before we r e a l l y get i n t o what you want t o s t a r t , 

22 l e t ' s look at some of these w e l l s s t a r t i n g i n the northeast 

23 corner. The Mescalero 30 No. 2, again, t h a t has cummed about 

24 340,000 ba r r e l s ? 

25 A. That's c o r r e c t . 
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And what i s i t s c u r r e n t producing r a t e , d a i l y 

2 producing r a t e , approximately. 

3 A. About 60 b a r r e l s a day. 

4 Q • And immediately t o the west i s the Mescalero 30 

5 No. 6. That' s a r e l a t i v e l y new well? 

6 A. Yes, i t i s a very new w e l l . 

7 Q- What i s i t s c u r r e n t d a i l y rate? 

8 A. My memory i s not t h a t good, Mr. Bruce, so I w i l l 

9 r e f e r t o the curve. And I know i t ID's at about 150 b a r r e l s a 

10 day, and i t ' s producing a t about 110. 

11 Q. S t i l l a p r e t t y good well? 

12 A. P r e t t y good w e l l . 

13 Q. Moving over t o Section 26. Of course, you have 

14 the Pennzoil No. 1 i n the center of the c i r c l e , and t h a t w e l l 

15 has produced, what, 534,000 b a r r e l s ? 

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

17 Q- And I t h i n k you s t a t e d t h a t w e l l i s now producing 

18 about 15 b a r r e l s a day? 

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

20 Q. Just t o the n o r t h , immediately to the n o r t h of 

21 t h a t , the B 36 No. 1, another new w e l l , f a i r l y new well? 

22 A. November 2006, c o r r e c t . 

23 Q. And what was i t s i n i t i a l p o t e n t i a l ? 

24 A. I t IP'd 150 b a r r e l s a day f l o w i n g . 

25 Q. And do you know what i t s producing r a t e i s 
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1 approximately r i g h t now? 

2 A. About 105 b a r r e l s a day. S t i l l f l o w i n g . 

3 Q. To the n o r t h of t h a t , you have the Pennzoil 

4 No. 36 No. 7, which i s one of the very p r o l i f i c w e l l s . 

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

6 Q. As you said, producing 275 b a r r e l s a day and 

7 capable of producing i n excess of 1,000 b a r r e l s a day? 

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

9 Q. And then o f f t o the west, the 36 No. 2. Again, 

10 t h a t i s one of the p r o l i f i c w e l l s capable of producing i n 

11 excess of 1,000 b a r r e l s a day? 

12 A. That's c o r r e c t -- or very close t o i t . 

13 Q. And t h r o t t l e d back t o 275 b a r r e l s a t t h i s time? 

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

15 Q. Now, i f you don't t h i n k drainage, f r a c t i o n a l 
16 drainage c a l c u l a t i o n s apply -- oh, one other w e l l on here over 

17 i n Section 31, the Ling No. 3; do have i n f o r m a t i o n on the 

18 approximate production r a t e of that? 

19 A. The l a s t data I saw was t h a t w e l l was producing 

20 250 b a r r e l s a day, pumping. 

21 Q. Gett i n g back t o my p r i o r question: I t ' s your 

22 a s s e r t i o n t h a t the usual drainage c a l c u l a t i o n s j u s t don't 

23 p e r t a i n . What do you mean t o show by t h i s ? 

24 A. This w e l l -- the top page you see are the 

25 c a l c u l a t e d drainage areas. The next page -- or two pages i n 
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1 w i l l show you what t h a t data was based on. I d i d i t both on 

2 cumulative p r o d u c t i o n and estimated u l t i m a t e recovery. 

3 This shows the t o t a l SoPhiH at the w e l l t h a t was used 

4 i n the c a l c u l a t i o n , what the c a l c u l a t e d area was, and what t h a t 

5 drainage radius would become. I d i d i t f o r both 15 and 20 

6 percent recovery f a c t o r s . That i s the basis f o r the c i r c l e s on 

7 the f r o n t . 

8 The reason they don't work i s i f these c a l c u l a t i o n s 

9 were c o r r e c t , when we d r i l l e d the B 36 No. 1, a t the time i t 

10 was d r i l l e d , i t should have been drained. I t should have been 

11 an extremely poor producer, i f at a l l . Yet, i t flowed 150 

12 b a r r e l s a day. 

13 Q. And i t ' s s t i l l flowing? 

14 A. And i t ' s s t i l l f l o w i n g . I t ' s now done t h a t f o r a 

15 year and a h a l f . 30 No. 6 should have been drained. I t ' s 

16 150 b a r r e l s a day. 36 No. 5 should have been drained. I t ' s 

17 making about 50 b a r r e l s a day. These c a l c u l a t i o n s , these 

18 conventional c a l c u l a t i o n s f o r t h i s r e s e r v o i r , they don't work. 

19 Q. And the 36 No. 3, which i s v i r t u a l l y as p r o l i f i c 

20 as the Pennzoil No. 1, should have been drained? 

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

22 Q. I mean, I hate t o ask you, but how do you e x p l a i n 

23 that? 

24 A. I t ' s very d i f f i c u l t . I'm not sure. The geology 

25 of the area i n d i c a t e s t h a t there can be on-lapping, maybe some 
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1 erosive t h i n g s happening where sands and dolomites are i n 

2 communication, but t h a t ' s conjecture. I t ' s very d i f f i c u l t t o 

3 e x p l a i n t h a t , but i t has c e r t a i n l y happened. 

4 Q. But as a r e s u l t , e s p e c i a l l y l o o k i n g at the 

5 Pennzoil No. 1 and the o f f s e t t i n g 36 No. 2, c e r t a i n l y j u s t 

6 using those two w e l l , you don't see any adverse e f f e c t on the 

7 c o r r e l a t i v e r i g h t s of the o f f s e t t i n g wells? 

8 A. No, s i r . 

9 Q. Or o f f s e t t i n g undeveloped acreage? 

10 A. No, s i r . 

11 Q. And again, i n c r e a s i n g the o i l a l l o w a b l e , the 

12 d a i l y o i l a llowable, would not cause any waste? 

13 A. No, s i r . 

14 Q. Now, i f you're not having e f f e c t on the immediate 

15 o f f s e t s , do you see any adverse e f f e c t on the c o r r e l a t i v e 

16 r i g h t s of Fasken's acreage? 

17 A. No, s i r . 

18 Q. And even though lo o k i n g at the Ling 3 and the 

19 Mescalero 30 No. 1, although i t doesn't q u i t e reach th e r e , 

20 would you expect t o see a 250-barrel-a-day w e l l i f t h a t whole, 

21 i n essence, 160 acres had been drained? 

22 A. No, s i r , I would not. 

23 Q. Are there other o p p o r t u n i t i e s f o r development i n 

24 t h i s r e s e r v o i r , do you believe? 

25 A. Oh, there are many o p p o r t u n i t i e s , sure. 
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1 Q. Just a couple of f i n a l t h i n g s l o o k i n g at t h i s 

2 E x h i b i t 23. The w e l l s i n Section 36 which a d j o i n Fasken's 

3 acreage, what i s t h e i r l o c a t i o n from the east l i n e of the 

4 section? 

5 A. 660 f e e t . 

6 Q. A l l of them? 

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

8 Q. Now, you could have moved those w e l l s 330 o f f the 

9 s e c t i o n l i n e ? 

10 A. Yes, we could have. 

11 Q. You d i d not? 

12 A. No, we d i d not. 

13 Q. C e r t a i n l y Cimarex has not prevented Fasken from 

14 proposing w e l l s on. t h i s acreage? 

15 A. No, we c e r t a i n l y have not. 

16 Q. One f i n a l e x h i b i t , E x h i b i t 24. Did you compile 

17 t h i s data, Mr. Felch? 

18 A. I t was done under my supe r v i s i o n . 

19 Q. And what does i t show? 

20 A. We were i n t e r e s t e d i n the l e v e l of a c t i v i t y by 

21 company since Cimarex acquired Magnum Hunter i n June of 2005. 

22 And what t h i s shows i s the number of wells d r i l l e d , work orders 

23 performed, permits a p p l i e d f o r , and then i t shows something 

24 c a l l e d " T o t a l A c t i v i t y , " which w i l l sum a l l those categories, 

25 and also the number of a c t i v e r i g s i n the State of New Mexico 
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1 since June of 2005. 

2 And i t shows t h a t Cimarex as d r i l l e d 99 w e l l s . We 

3 have 106 permits pending; 12 of those have already been 

4 converted t o spuds, by the way, since I put together t h i s data. 

5 So the t o t a l a c t i v i t y value there would be 216. And f o r the 

6 equivalent e v a l u a t i o n f o r Fasken i s 20, so we're about 10 times 

7 more a c t i v e . 

8 Q. So you've taken advantage of your leasehold 

9 s i t u a t i o n t o develop them? 

10 A. Yes, we have. We agg r e s s i v e l y developed them t o 

11 the b e n e f i t of the working i n t e r e s t owners and the r o y a l t y 

12 owners. And at the bottom t h e r e , you w i l l note t h a t we've 

13 spent $24 m i l l i o n since November of 2006. That's net t o 

14 Cimarex which i s i n excess of probably $32 m i l l i o n gross i n 

15 developing the Apache Ridge F i e l d . 

16 Q. Okay. That f i g u r e i s j u s t f o r the Apache Ridge 

17 Field? 

18 A. Just Apache Ridge. And j u s t since November of 

19 2006. And i t excludes workovers and w e l l treatments. That's 

20 j u s t p u t t i n g the b i t t o the ground. 

21 Q. Were E x h i b i t s 16 through 24 prepared by you or 

22 under your supervision? 

23 A. Yes, they were. 

24 Q. In your o p i n i o n , i s the g r a n t i n g of Cimarex's 

25 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 prevention of 
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1 waste? 

2 A. Yes, i t i s . 

3 Q. And i n your o p i n i o n , should Fasken's a p p l i c a t i o n 

4 be denied? 

5 A. Yes, i t should be. 

6 MR. BRUCE: Mr. Examiner, I move the admission of 

7 E x h i b i t s 16 through 24. 

8 MR. EZEANYIM: Any objections? 

9 MS. MUNDS-DRY: No o b j e c t i o n s . 

10 MR. EZEANYIM: E x h i b i t s 16 through 24 w i l l be 

11 admitted. 

12 [Cimarex E x h i b i t 16 through 24 admitted i n t o 

13 evidence.] 

14 MR. EZEANYIM: At t h i s p o i n t , do you mind i f we take 

15 10 minutes before you cross-examine? 

16 MS. MUNDS-DRY: Not at a l l , Mr. Examiner. 

17 MR. EZEANYIM: Take a 10-minute break and come back. 

18 I t h i n k we are making some progress here. 

19 [Recess taken from 1:11 p.m. t o 1:26 p.m., and 

20 testimony continued as f o l l o w s : ] 

21 MR. EZEANYIM: Please l e t ' s go back on the record. 

22 And I t h i n k at t h i s p o i n t , there w i l l be a cross-examination. 

23 MS. MUNDS-DRY: Yes, Mr. Examiner. 

24 

25 
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1 CROSS-EXAMINATION 

2 BY MS. MUNDS-DRY: 

3 Q. Mr. Felch, I may seem disorganized, but t h a t i s 

4 j u s t a f u n c t i o n of my notes, so bear w i t h me. 

5 Let's t u r n t o your E x h i b i t 17, i f you would, please. 

6 I t h i n k you showed us t h a t -- you f i r s t discussed the 

7 Mescalero 30 No 1 — 

8 A. Okay. 

9 Q. -- and how t h a t w e l l i s produced. I s t h i s map 

10 showing me t h a t t h a t w e l l was overproduced from the beginning 

11 of i t ' s p r o d u c t i o n l i f e ? 

12 A. Just one second, please. I t would appear t h a t --

13 the p l a t w i t h the annotations? 

14 Q. Yeah. I'm j u s t l o o k i n g a t the f i r s t -- r e a l l y , 

15 we're probably a t the annotations. 

16 A. There were four months i n 2005. 

17 Q. Okay. So the overproduction began i n 2005? 

18 A. Only occurred i n 2005. 

19 Q. Only i n 2005, okay. And was t h a t overproduction 

2 0 ever made up? 

21 A. Made up? I'm not sure I understand the phrase 

22 "made up." 

23 Q. Are you f a m i l i a r w i t h the OCD r u l e s as i t r e l a t e s 

24 t o o i l allowables and how you make up overproduction and 

25 underproduction? 
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I would say no. 

2 Q. Okay. Do you know how many b a r r e l s of o i l t h a t 

3 w e l l has overproduced today? 

4 A. No. 

5 Q. So l e t ' s t u r n t o Pennzoil 36 No. 2, which i s 

6 where? Three or four pages, maybe, back, I t h i n k . 

7 A. Yes . 

8 Q. When d i d t h i s w e l l begin t o overproduce? 

9 A. I'd say the f i r s t three or four months of 

10 produc t i o n . 

11 Q. Right out of the gate? 

12 A. Yes . 

13 Q. Do you know i f t h a t overproduction was ever made 

14 up? 

15 A. No. 

16 Q. You don't know? Let me j u s t make sure I 

17 understand. 

18 A. That's c o r r e c t . I don't know. 

19 Q • Would the Penn 36 No. 1 have produced the No. 2 

20 and the No. 7 i f i t had j u s t been opened up and l e t flow, do 

21 you t h i n k , based on t h i s ? 

22 A. I don't know. I don't have f l o w i n g t u b i n g 

23 pressure from t h a t time. I don't know i f i t was wide open or 

24 not. 

25 Q. But do you t h i n k i t would have produced l i k e the 
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1 No. 2 and No. 7? 

2 A. I t i s producing from a d i f f e r e n t i n t e r v a l , so I 

3 can't even guess. 

4 Q. On the next t o the l a s t page of t h i s e x h i b i t , f o r 

5 the Pennzoil B 36 State No. 7. 

6 A. Yes. 

7 Q. Could you e x p l a i n t o me why from -- oh, i t ' s 

8 approximately May 15th '08, t o the end of your graph here --

9 why the increase i n GOR keeps going even though you've choked 

10 back the well? 

11 A. Continued d e p l e t i o n of the r e s e r v o i r . 

12 MR. EZEANYIM: What d i d you say? 

13 A. Just continued d e p l e t i o n . You're withdrawing 

14 f l u i d s , bottom hole pressure goes down, GOR increases. 

15 Q. (By Ms. Munds-Dry): And I bel i e v e i t was your 

16 testimony t h a t the No. 2 and the No. 7, you b e l i e v e , are 

17 producing now at the c o r r e c t d a i l y allowance? 

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

19 Q. And on the No. 2, has the production or the 

20 overproduction been made up? 

21 A. No, i t has not. 

22 Q. And f o r the No. 7? 

23 A. No. 
24 Q. Are you aware t h a t the OCD ru l e s r e q u i r e t h a t the 

25 production be made up i n the f o l l o w i n g month? 
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No. 

2 Q. Okay. So you don't know; j u s t so I understand 

3 your answer. 

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

5 Q. Did you ask f o r a t e s t allowable f o r the Pennzoil 

6 36 State No. 2? 

7 A. No, we d i d not. 

8 Q. How about f o r the Pennzoil 36 State No. 7? 

9 A. No, we d i d not. 

10 Q. Are you also aware t h a t OCD r u l e s r e q u i r e you t o 

11 come up w i t h a plan f o r adjustment i f you do have 

12 overproduction? 

13 A. No. 

14 Q. You do not know? 

15 A. That's c o r r e c t . I t h i n k I'm answering your 

16 questions. 

17 Q. I want t o make sure I understand your answers. 

18 A. Okay. 

19 Q. Is i t f a i r t o say t h a t Cimarex's plan of 

20 adjustment i s t o seek an increase i n the d a i l y allowable? 

21 A. No. 

22 Q- I t ' s not f a i r t o say that ? 

23 A. No. That i s not our plan f o r adjustment. 

24 MR. EZEANYIM: Can you repeat t h a t question? 

25 Q. (By Ms. Munds-Dry): Sure. My question was: I s 
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i t f a i r t o say t h a t Cimarex's plan of adjustment i s t o b r i n g an 

2 a p p l i c a t i o n f o r an increase i n the d a i l y bracket allowable? 

3 MR . EZEANYIM: Okay. What's your answer? 

4 A. No. 

5 Q. (By Ms. Munds-Dry): What i s your plan of 

6 adjustment, then, f o r making up overproduction? 

7 A. We don't have a plan f o r adjustment --

8 Q. Would you agree --

9 A. -- at t h i s time. 

10 Q • At t h i s time, okay. Do you plan on coming up 

11 w i t h a plan f o r adjustment? 

12 A. We won't need a plan of adjustment i f t h i s 

13 a p p l i c a t i o n i s approved. 

14 Q. Right. Okay. W i l l you please t u r n t o your 

15 E x h i b i t No. 18. I n t h i s A i r s t r i p Dolomite zone t h a t you 

16 discussed i n your testimony, why has t h i s zone had higher GOR, 

17 do you t h i n k •p 

18 A. I don't know. 

19 Q. Why high gas production? Any thoughts? 

20 A. I honestly don't know. 

21 Q. Okay. 

22 A. I t i s a r e f l e c t i o n of the complexity of these 

23 m u l t i p l e r e s e r v o i r s here. 

24 Q. Is i t a f u n c t i o n of the d e p l e t i o n of the 

25 r e s e r v o i r ? 
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1 A. Higher GORs are u s u a l l y an i n d i c a t i o n of lower 

2 bottom hole pressure. 

3 Q. Let's t u r n t o your E x h i b i t 19, i f you would, 

4 please. Do you know what the o r i g i n a l r e s e r v o i r pressure was 

5 f o r t h i s pool? 

6 A. The absolute i n i t i a l pressure? 

7 Q. Yes. 

8 A. I have estimated i t t o be 3771, I b e l i e v e ; 3,771 

9 pounds. That was done by an e x t r a p o l a t i o n of bottom hole 

10 pressure versus cum f o r those i n i t i a l bottom hole pressure and 

11 cum p o i n t s . 

12 Q. Okay. Do you have any i n d i v i d u a l zone pressures? 

13 A. There are several noted on t h a t l a r g e 11 X 17, 

14 and i f they were i n d i v i d u a l , i t ' s noted on t h a t p l a t . Some 

15 w i l l say Basal Sand, 1BSS, meaning the upper p o r t i o n of the 

16 F i r s t Bone Spring. 

17 Q. I n p a r t i c u l a r -- and we may have t o go look at 

18 i t , because I j u s t don't remember -- d i d you give an i n d i v i d u a l 

19 known pressure f o r the dolomite? 

20 A. I be l i e v e the Mescalero 30 No. 1 i s a good 

21 r e f l e c t i o n of the dolomite. Same w i t h the i n i t i a l pressures on 

22 the Pennzoil Com No. 1. Quite p o s s i b l y the B 36 No. 1 i s a 

23 good r e f l e c t i o n of j u s t the dolomite also. 

24 Q. Okay. On the second page of your E x h i b i t No. 19, 

25 would you agree w i t h me t h a t t h i s decrease i n pressure i s a 
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1 r e s u l t of r e s e r v o i r depletion? 

2 A. Which -- I'm sorr y . Are you on E x h i b i t 19? 

3 Q. On the second page. 

4 A. Yes. I'm so r r y . Were you s t i l l on the second 

5 page of E x h i b i t 19? 

6 Q. Yes. 

7 A. I'm s o r r y about t h a t . Long delay. I thought you 

8 were l o o k i n g f o r something. No. Those aren't a c t u a l values. 

9 Those are: What i f the bottom hole i n the f u t u r e reaches t h a t 

10 value, what i s the r a t e t h a t w e l l can make? And yes, i n the 

11 f u t u r e , the bottom hole pressure w i l l go down w i t h f u r t h e r 

12 withdrawals. 

13 Q. Okay. Let me make sure I understand what we're 

14 l o o k i n g at here i n both your E x h i b i t 19 and i n 19A. Are these 

15 f l o w i n g bottom hole pressures? 

16 A. No. That i s r e s e r v o i r pressure, r e s e r v o i r 

17 pressure. 

18 Q. And i s t h i s p r e d i c t i n g i n the w e l l bore by w e l l 

19 bore? 

20 A. That i s i n the r e s e r v o i r i n general. 

21 Q. Okay. Would you please t u r n t o your 

22 E x h i b i t No. 20? The second page i s your bottom hole pressure 

23 versus time graph. I t h i n k you answered t h i s , but j u s t i n case 

24 I missed, why don't you t h i n k the pressure i s low i n the 

25 Mescalero B 29 No. 1? 
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1 A. Now, t h a t value there i s the l a s t pressure p o i n t 

2 on a 72-hour bu i l d u p , okay? And I bel i e v e t h a t ' s how i t ' s 

3 noted on the l i s t . I t says 70 PBU. So t h a t ' s the only one 

4 l i s t e d t h a t way. That i n t e r v a l has extremely low p e r m e a b i l i t y 

5 on the bu i l d u p p l o t . 

6 That w e l l i s -- e s s e n t i a l l y , the data i s p o i n t i n g 

7 s t r a i g h t up. I t ' s impossible t o e x t r a p o l a t e . So t h a t ' s an 

8 unusual b u i l d u p . The pressure i s probably higher. I don't 

9 know how much higher i t i s . I do know the dolomite was not 

10 productive t h e r e . 

11 Q. Okay. And I b e l i e v e you said t h a t t h i s graph 

12 does show us t h a t even though you can't e x p l a i n i t , a l o t of 

13 these r e s e r v o i r s are i n communication. What d i d you mean by 

14 " i n communication"? 

15 A. Somehow i n t e r v a l s t h a t are on a s t r a t o g r a p h i c 

16 cross s e c t i o n appear s i g n i f i c a n t l y higher or lower w i t h i n the 

17 t o t a l Bone Spring s e c t i o n . They have very s i m i l a r bottom hole 

18 pressures. So there i s some type of communication. 

19 Q. What type of communication, do you thi n k ? 

20 A. Contact between the formations, be i t the Upper 

21 A i r s t r i p , must somehow be communicating w i t h the A i r s t r i p 

22 Dolomite, and the A i r s t r i p Dolomite down below i s i n 

23 communication w i t h what we c a l l the Basal Sand. 

24 Q. Okay. Would you please t u r n t o your 

25 E x h i b i t No. 22? What l o g c r i t e r i a d i d you use t o formulate 
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1 these volumetrics? 

2 A. P o r o s i t y c u t o f f was 8 percent, and t h a t ' s using 

3 the limestone markers. What we found i s t h a t a cross p l o t 

4 p o r o s i t y on limestone i s a very good -- has very good 

5 c o r r e l a t i o n w i t h core data, w i t h the side w a l l core data we 

6 took. A percent c u t o f f i s a .1 m i l l i d a r c i minimum. That's 

7 based on some flow equations t h a t says t h a t w i l l give you three 

8 t o f i v e b a r r e l s a day. I t ' s not an economic w e l l , but i t w i l l 

9 c o n t r i b u t e under c e r t a i n c o n d i t i o n s . 

10 Water s a t u r a t i o n , e s s e n t i a l l y , was not a c u t o f f 

11 because we r a r e l y found anything much greater than 60 percent. 

12 I t ' s w e l l known the Bone Spring can produce at high c a l c u l a t e d 

13 water s a t u r a t i o n s . So i t ' s mainly a p o r o s i t y c u t o f f t o 

14 determine net pay. I n other values there i s RW .035, and I 

15 used the Humble formula f o r a formation f a c t o r . 

16 Q. Okay. Anything else? 

17 A. The logs? No, t h a t ' s i t . 

18 Q. Okay. W i l l you please t u r n t o your E x h i b i t 23. 

19 The c i r c l e f o r the Mescalero 30 No. 1, how many acres do you 

20 show here t o t a l ? 

21 A. On the top seat from cumulative would be 115 

22 acres. 

23 Q. What's the average SW t h a t you used? 

24 A. There were a number of formations evaluated here. 

25 That v a r i e d by formation. 
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Okay. Let's go through i t by formation. I want 

2 t o make sure t h a t I get your terminology r i g h t because Fasken 

3 has s l i g h t l y d i f f e r e n t i n t e r n a l terminology than you do. So 

4 l e t ' s s t a r t at the bottom and work up. 

5 A. I ' l l have t o r e f e r t o the sheet. My memory i s n ' t 

6 q u i t e t h a t good. 

7 Q. Okay. 

8 A. Okay. Bottom up t o bottom would be the Basal 

9 Sand. 

10 Q. Yes, s i r . 

11 A. 35 percent -- t h i s i s water s a t u r a t i o n . 

12 Q. Okay. 

13 A. For the dolomite s e c t i o n , 18 percent. For the 

14 Upper A i r s t r i p , 25 percent. For the FBSS, or i t might be 

15 c a l l e d the Lower F i r s t Bone Spring on the cross sections --

16 Q. Okay. 

17 A. -- 52 percent. 

18 Q. On your E x h i b i t 23, can you t e l l me what percent 

19 of your f i e l c cumulatives are from dolomite? 

20 A. No. 

21 Q • So you looked at a l l of the zones together t o 

22 achieve these cumulatives? How d i d you come about those? 

23 A. These cumulatives are by w e l l . 

24 Q. Do you know why the o r i g i n a l a p p l i c a t i o n f o r 

25 s p e c i a l pool r u l e s was dismissed by Cimarex? 
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I s dismissed the c o r r e c t word? We p u l l e d i t 

2 back. 

3 Q. Okay. Pulled i t back. 

4 A. Yes . 

5 Q. Okay. 

6 A. We weren't sure' what we had, and we knew we were 

oo
 

—r
 

going t o d r i l l some more. We j u s t r e a l l y weren't sure. I t was 

the f i r s t time we had seen t h a t Upper A i r s t r i p and t h a t k i n d of 

9 production i n t h a t area, and we r e a l l y weren't sure what we 

10 had. So we wanted t o d r i l l some more w e l l s and see i f we could 

11 f i g u r e t h i s out. 

12 Q You d i d have the Pennzoil 36 State No. 1, though, 

13 r i g h t ? 

14 A Yes. But these i n t e r v a l s weren't present i n Penn 

15 Com No. 1. 

16 Q How many we l l s d i d you d r i l l i n order t o make 

17 t h a t determination? 

18 A Since the No. 2, since the B 36 No. 2? 

19 Q Yes, s i r . 

20 A Eigh t . 

21 Q Did you know t h a t the p e r f o r a t i o n s i n the 

22 Pennzoil 36 No. 1 were i n c o r r e c t l y reported? 

23 A Not u n t i l mid-May of '08. 

24 Q Why not u n t i l then? 

25 A Quite f r a n k l y , I don't go t o OCD f i l e s and check 
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1 what records have been f i l e d f o r wells t h a t are 10 years o l d . 

2 Q. Do you -- when you're planning f u t u r e d r i l l i n g , 

3 do you look at i n f o r m a t i o n on we l l s t h a t are o f f s e t by Cimarex 

4 pr o p e r t i e s ? 

5 A. Yes. 

6 Q. You are aware there's no o f f s e t t i n g w e l l i n the 

7 Bone Spring i n Section 31 f o r the Pennzoil 36 State No. 1? 

8 A. Was I aware t h a t there was no o f f s e t t i n g w e l l i n 

9 Section 31? 

10 Q. Yes. 

11 A. There i s an o f f s e t t i n g w e l l . There was no 

12 o f f s e t t i n g p r o d u c t i o n . 

13 Q. Okay. 

14 MS. MUNDS-DRY: I t h i n k t h a t ' s a l l my questions, 

15 Mr. Ezeanyim. Thank you. 

16 MR. EZEANYIM: Mr. Bruce? 

17 MR. BRUCE: I f I have any questions, I ' l l ask a f t e r . 

18 MR. EZEANYIM: Any questions? 

19 MR. WARNELL: No. I t h i n k — I have one question 

20 t h a t keeps i n the back of my mind on the d i f f e r e n t pressures, 

21 the pressure variances. Do you t h i n k t h a t ' s i n any way r e l a t e d 

22 t o what type of t e s t you're doing, whether i t ' s a d i p - i n or a 

23 72-hour s h u t - i n or -- have you gone t o longer shut-ins or 

24 shor t e r shut-ins? 

25 THE WITNESS: We haven't. Some of the pressure t e s t s 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71d8009-9b47-40ae-a096-2d52502e00fa 



Page 81 
1 are e r r a t i c on the d e r i v a t i v e curve, okay? They have very good | 

2 senna log p l o t s f o r the u l t i m a t e pressure. 1 

I 
3 The w e l l t h a t i s -- f o r me, the key w e l l f o r me i s 1 

4 the B 36 No. 2. That's the w e l l I showed you t h a t o v e r l a i d ! 

5 another w e l l . That pressure b u i l d u p p l o t i s what I would c a l l j 

6 very conformable. The d e r i v a t i v e curve i s c l a s s i c , f l a t t e n i n g . ; 

7 I t shows two l a y e r s . There's only two l a y e r s c o n t r i b u t i n g and j 

8 there's nothing unusual about the p l o t . i 

9 So I f e l t very good t h a t , yes, there's communication j 

10 w i t h the b u i l d u p . That t h i n g was very s o l i d , and i t r e f l e c t s j 

11 the two c o n t r i b u t i n g zones, and i t looks very s i m i l a r i n ( 

12 pressure t o the other w e l l s . So we have not done anything j 

13 unusual, packer plug, i s o l a t e t h i n g s , because t h a t w e l l was a j 

14 good bu i l d u p . j 

15 MR. WARNELL: Okay. I don't have any other I 

16 questions. j 

17 MR. EZEANYIM: Yeah. Ms. Munds, could you repeat \ 

18 your l a s t question? I wanted t o hear i t again. Your l a s t f 

19 question was, do you have an o f f s e t t i n g w e l l i n some u n i t . And I 

20 the answer was yes, but there's no production. Before I ask j 

21 why no p r o d u c t i o n , what were you t r y i n g t o get at? j 

22 MS. MUNDS-DRY: Well, i f I remember my question, I 

23 was asking him whether there was an o f f s e t w e l l t o t h e i r 

24 production i n the Pennzoil 36 State No. 1. 

25 MR. EZEANYIM: Okay. And the answer was no, there 
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1 was no production. 

2 EXAMINATION 

3 BY MR. EZEANYIM: 

4 Q. Why i s there no produ c t i o n there? I s i t a dry 

5 hole? What's going on? 

6 A. Well, my understanding was the question i s i n 

7 Section 31, which i s Fasken's lease. 

8 Q. Yeah. 

9 A. At the time the Pennzoil Com No. 1 — t h a t was 

10 the question, r i g h t ? 

11 Q. Yeah. 

12 A. The Penn Com No. 1 was d r i l l e d where there were 

13 o f f s e t t i n g w e l l s . And, I b e l i e v e , there's a c t u a l l y two or 

14 three w e l l bores i n t h a t lease, the Ling 1 and Ling 2. So 

15 there were o f f s e t t i n g w e l l s producing from the Morrow. 

16 Q. But not from the Bone Spring? 

17 A. But not from the Bone Spring. 

18 Q. And no production from — 

19 A. No production, but there were w e l l s , yes. 

20 Q. I see what you mean. I wanted t o c l a r i f y t h a t . 

21 Okay. Good. Thanks. Well, what type of i n t e r v a l i s t h i s ? I s 

22 t h i s a gas cap i n t e r v a l ? 

23 A. We don't see a gas cap. 

24 Q. You j u s t see s o l u t i o n gas? 

25 A. Yes. 
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1 Q. Well, sometimes s o l u t i o n gas can be a gas cap. 

2 I s i t -- so the d r i v e mechanism i s the s o l u t i o n . Do you have a 

3 water d r i v e or a s o l u t i o n d r i v e ? 

4 A. From my i n t e r p r e t a t i o n , a d e p l e t i o n d r i v e i s the 

5 same as a s o l u t i o n gas d r i v e f o r an o i l r e s e r v o i r . I j u s t want 

6 t o make sure of the semantics. 

7 Q. You could have a l l three present. You can have a 

8 d e p l e t i o n d r i v e , you can have a s o l u t i o n , you can have a water 

9 d r i v e . So they are not e x a c t l y the same. I mean --

10 A. Okay. Well, no, we don't see any water i n f l u x . 

11 We don't make much water at these w e l l s . 

12 Q. So you are saying — okay. I f we go back t o 

13 s o l u t i o n d r i v e , you are saying i t ' s 100 percent d r i v e i n t h a t 

14 r e s e r v o i r ; i s t h a t what you're saying? 

15 A. I t i s a c l a s s i c s o l u t i o n - g a s - d r i v e r e s e r v o i r , 

16 c o r r e c t . 

17 Q. Okay. 

18 A. We don't see any extraneous r e s e r v o i r energy. 

19 MR. EZEANYIM: Okay. You may be excused. 

20 MR. BRUCE: I j u s t have a follow-up question. 

21 REDIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. Mr. Felch, Ms. Munds-Dry asked you about any 

24 plan of adjustment or anything l i k e t h a t . And, of course, 

25 Cimarex w i l l do whatever the D i v i s i o n r e q u i r e s . 
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A. That's c o r r e c t . 

2 Q. Do you t h i n k i t ' s a good idea, though, t o 

3 completely s h u t - i n the wells? 

4 A. Just s h u t t i n g i n w e l l s always c a r r i e s r i s k s . 

5 Everybody has a w e l l t h a t was f l o w i n g great o i l , shut i t i n t o 

6 do something, and then they t r y t o get i t t o come back on, and 

7 

8 

i t doesn't come back on, and they can't e x p l a i n why. That's 

happened t o me a number of times i n my career. I t ' s very 

9 p a i n f u l . So completely s h u t t i n g i n a w e l l , i t can have 

10 consequences. 

11 Q. Adverse consequences? 

12 A. Yes. Can I p r e d i c t t h a t they would happen here? 

13 No, I can't p r e d i c t t h a t . But I'm not a b i g fan of s h u t t i n g i n 

14 w e l l s . 

15 MR. BRUCE: That's a l l I have, Mr. Examiner. 

16 MR. EZEANYIM: Okay. Very w e l l . But Mr. Felch, you 

17 come from Colorado. I t h i n k you have a q u i t e sizeable 

18 operation i n New Mexico, r i g h t ? 

19 THE WITNESS: Yes, we do. 

20 MR. EZEANYIM: Okay. Now, I know somebody 

21 cross-examined you about our r u l e s . So you should be able t o 

22 know what our r u l e s are. 

23 THE WITNESS: You're r i g h t . 

24 MR. EZEANYIM: I f o r g o t about 505 and 506, I t h i n k . 

25 I know you are t h i n k i n g , w e l l , I don't have t o care about the 
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1 r u l e s . But you should care about these r u l e s . You should be 

2 able t o know whether you are i n overproduction or 

3 underproduction and then decide what t o do. And you also have 

4 no plans f o r adjustment u n t i l the OCD t e l l s you t o do t h a t . I s 

5 t h a t your testimony? I s t h a t what you said? 

6 THE WITNESS: That i s c o r r e c t . I t h i n k i t ' s f a i r t o 

7 say we don't have a plan f o r adjustment u n t i l we understand the 

8 outcome of t h i s hearing. 

9 MR. EZEANYIM: That's a l l I wanted t o say. Okay. 

10 You may step down. 

11 MR. BRUCE: That concludes my case, Mr. Examiner. 

12 MR. EZEANYIM: Thank you very much. Now we come t o 

13 Ms. Munds. 

14 MS. MUNDS-DRY: I ' d l i k e t o c a l l S a l l y Kvasnicka, 

15 please. 

16 SALLY KVASNICKA 

17 a f t e r having been f i r s t duly sworn under oath, 

18 was questioned and t e s t i f i e d as f o l l o w s : 

19 DIRECT EXAMINATION 

2 0 BY MS. MUNDS-DRY: 

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

22 A. Yes. My name i s S a l l y Kvasnicka. 

23 Q. And where do you reside? 

24 A. I reside i n Midland, Texas. 

25 Q. And by whom are you employed? 
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1 A. Fasken O i l and Ranch, L i m i t e d . 

2 Q. I n what capacity? 

3 A. I am the manager of the land department. 

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

5 D i v i s i o n , and were your c r e d e n t i a l s accepted as a matter of 

6 record? 

7 A. Yes. 

8 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 s t h a t have 

9 been f i l e d by both Cimarex and Fasken? 

10 A. Yes. 

11 Q. Are you f a m i l i a r w i t h the lands t h a t are the 

12 subject p o r t i o n of t h i s pool? 

13 A. Yes. 

14 Q. I don't know i f you've been i n f r o n t of 

15 Mr. Ezeanyim before. So maybe you could give us a b r i e f 

16 overview of your work h i s t o r y . 

17 A. My work h i s t o r y : I have been a petroleum landman 

18 f o r roughly 28 years, s t a r t i n g w i t h Texas O i l and Gas i n 

19 Midland, p r i m a r i l y working Texas. Then i n 1984, I resigned and 

20 was going t o be a stay-at-home mother f o r awhile, and the o i l 

21 p r i c e s went down, and I had t o go back t o work. I've been 

22 working w i t h the Fasken Family and Fasken O i l and Ranch since 

23 May of 1987, f o r 21 years. 

24 Q. As a landman? 

2 5 A. As a landman. 
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1 MS. MUNDS-DRY: I would tender Ms. Kvasnicka as an 

2 expert i n petroleum land matters. 

3 MR. BRUCE: No o b j e c t i o n . 

4 MR. EZEANYIM: She's so q u a l i f i e d . 

5 Q. (By Ms. Munds-Dry): Would you b r i e f l y s t a t e what 

6 Fasken seeks w i t h t h i s a p p l i c a t i o n ? 

7 A. W,ê a-Ee«&e-e=k-i-n-g=î  

8 o;£expj.o.ducx.ig.n_bj)L-Shû  imarex—s=w.ej=l=s::F=> And 

9 th-e.-S:e=wje.-lrl.s—axe—the—Me.s.c.a.l.e.r_o 3 0 /Fedexa-l— No:^^l—i-n=tAe=s:Qu4^he a s t 

10 qua xtex =o--f— Se:&fc-i-.ont=3:Q--;—fehe—P-ennz.o.i.l_B_3.6—Ro,-.—1-,—2—a-nd~7-_̂ =_and. 

11 fch-o-s'e—werl-l-s—a-r-e—i-n—the—nox.theagt quarter of^5.e.ct.ion_3. 

12 We are also requesting t h a t they be shut i n f o r a 

13 p e r i o d determined by the accumulative overproduced o i l volumes 

14 d i v i d e d by the most recent monthly d a i l y o i l r a t e or c u r r e n t 

15 r a t e -- c u r r e n t depth bracket allowable, whichever i s le s s e r . 

16 Q. And I know we're going t o c a l l experts t o 

17 t e s t i f y , but could you give us a b r i e f summary of why Fasken 

18 objects t o Cimarex's a p p l i c a t i o n ? 

19 A. Cimarex i s seeking a t4^4^i-n
:Gxea-S:e=rin=teh-ea 

20 allowable, which w i l l increase the u l t i m a t e recovery, and i t 

21 w i l l d r a i n reserves from the o f f s e t s . I t w i l l allow Cimarex t o 

22 recover more than i t s share from the pool. I t w i l l cause 

23 f u r t h e r damage t o the r e s e r v o i r , cause economic waste, and harm 

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

25 Q. And I b e l i e v e t h i s has been reviewed, so I don't 
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1 want t o belabor the p o i n t , but can you t e l l me what the I 

I 
2 a p p l i c a b l e r u l e s are f o r the g a s / o i l r a t i o and the d a i l y j 

3 bracket allowable? j 

4 A. Well, the spacing i s 40 acres, the g a s / o i l r a t i o ! 5 i s 2000 t o 1, and the c u r r e n t allowable i s 275 b a r r e l s a day 

6 per w e l l . 

7 Q. Thank you. Would you please t u r n t o what we've 

8 marked as Fasken E x h i b i t No. 1? 

9 A. Yes. 

10 MS. MUNDS-DRY: And Mr. Examiner, I r e a l i z e t h a t my 

11 o f f i c e l a b e l e d t h i s January 26th, and I t h i n k i t ' s very c l e a r l y 

12 i n June, so I apologize f o r t h a t mistake. 

13 MR. EZEANYIM: Okay. 

14 Q. (By Ms. Munds-Dry): Would you please review t h i s 

15 f o r the Examiner? 

16 A. Yes. The red boundary, the red s o l i d l i n e , i s 

17 the c u r r e n t boundary of the Apache Ridge-Bone Spring pool. 

18 Q. What's the yellow l i n e ? 

19 A. The yellow l i n e i s the proposed a d d i t i o n t o t h a t , 

20 before the OCD, t o t h a t pool. The red boxes are the wells t h a t 

21 are pending p e r m i t t e d w e l l s , but not yet d r i l l e d . And the 

22 green are the we l l s t h a t have been d r i l l e d and are producing. 

23 Q. And what formation are those w e l l s producing 

24 from? 

25 A. These are a l l from the Bone Spring. 
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1 Q. Okay. Would you please t u r n t o E x h i b i t No. 2 and 

2 review t h a t f o r Mr. Ezeanyim and Mr. Warnell? 

3 A. Yes. 

4 MR. EZEANYIM: Are these w e l l s Fasken's wells? 

5 THE WITNESS: No. Fasken only has acreage i n an 

6 acreage p o s i t i o n i n Section 31. The only w e l l t h a t we have 

7 producing i n the Bone Spring i s i n the northeast quarter of 

8 Section 3. I t ' s our Ling Federal No. 3 w e l l . 

9 MR. EZEANYIM: Okay. So the r e s t are owned by 

10 Cimarex? 

11 THE WITNESS: And Matador t o the south. 

12 MR. EZEANYIM: Okay. 

13 A. E x h i b i t No. 2 shows the acreage t h a t Fasken 

14 holds. There's an operating agreement t h a t covers the east 

15 h a l f dated J u l y 1st, 1995, covering a l l depths where Fasken i s 

16 the operator. The west h a l f i s governed by operations of a JOA 

17 dated February 17th, 1988. And again, i t covers a l l depths and 

18 Fasken O i l and Ranch i s the operator. 

19 Q. (By Ms. Munds-Dry): And I b e l i e v e , Mr. McClung 

20 t e s t i f i e d t h a t they have a percentage of ownership i n the west 

21 h a l f . 

22 A. Yes. I t ' s a l i t t l e b i t more than 6 percent and 

23 as a non-operator. 

24 Q. Let me ask you: How d i d Fasken become aware of 

25 Cimarex's overproduction i n the four w e l l s t h a t are the subject 
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1 of our a p p l i c a t i o n ? 

2 A. We became aware at the time t h a t we received data 

3 from Cimarex from a subpoena once we received t h i s a p p l i c a t i o n . 

4 Q. And why d i d Fasken b r i n g i t s own a p p l i c a t i o n f o r 

5 a compliance order i n t h i s case? 

6 A. Because we r e a l i z e d t h a t overproduction was 

7 exceeding the d a i l y a l l o w a b l e . 

8 Q. And when you r e a l i z e d t h a t i n f o r m a t i o n , what d i d 

9 you do at t h a t p o i n t ? Did you contact the d i s t r i c t o f f i c e ? 

10 A. Yes. We contacted Chris Williams at the d i s t r i c t 

11 o f f i c e , and he sa i d t h a t we should request a hearing. 

12 Q. Are you f a m i l i a r w i t h the D i v i s i o n r u l e s 

13 regarding o i l allowables and gas o i l r a t i o s ? 

14 A. Somewhat, yes. 

15 Q. What do the r u l e s r e q u i r e when an operator has 

16 overproduced? 

17 A. That they balance the f o l l o w i n g month. 

18 Q. Has t h a t been done f o r any of the four w e l l s , as 

19 f a r as you know? 

20 A. From Cimarex's testimony, i t has not. 

21 Q. And I b e l i e v e you heard the testimony. Mr. Felch 

22 said they d i d not request a t e s t allowable? 

23 A. Yes. And t o our knowledge, you know, the o i l 

24 t h a t ' s been produced over and above i s considered i l l e g a l o i l 

25 by OCD standards. 
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1 Q. Okay. I ' d l i k e t o ask you whether you know i f 

2 n o t i c e of t h i s a p p l i c a t i o n was given t o the operators i n the 

3 pool? 

5 stepped i n f o r Tom K e l l a h i n , and we do not p h y s i c a l l y have 

6 evidence t h a t t h a t was given. But they are here today, and we 

7 can supplement the record, i f necessary. 

9 K e l l a h i n had a h e a l t h issue and had t o have heart surgery, so 

10 we're t r y i n g t o get the documents from him. But because he's 

11 obviously been t a k i n g care of more pressing t h i n g s -- w e ' l l 

12 c e r t a i n l y provide t h a t t o you when we get our hands on i t . We 

13 j u s t had a l i t t l e t r o u b l e because of the s i t u a t i o n . 

14 MR. EZEANYIM: Okay. 

15 MR. BRUCE: Mr. Examiner, t h a t ' s not an issue. 

16 MS. MUNDS-DRY: We j u s t wanted t o make sure you 

17 understood t h a t we're t r y i n g t o get i t . We j u s t haven't had 

18 success. 

19 Q. (By Ms. Munds-Dry): Were Fasken's E x h i b i t s 1 and 

20 2 prepared by you or under your d i r e c t supervision? 

21 A. Yes. 

22 MS. MUNDS-DRY: Mr. Ezeanyim, we move the admission 

23 of E x h i b i t s 1 and 2 i n t o evidence. 

24 MR. EZEANYIM: Objections? 

25 MR. BRUCE: No o b j e c t i o n s . 

4 A. We have -- as you know, Ocean Munds-Dry has 

8 MS. MUNDS-DRY: Mr. Ezeanyim, as you know, Tom 
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1 MR. EZEANYIM: E x h i b i t 1 and 2 are admitted. 

2 [Fasken E x h i b i t s 1 and 2 admitted i n t o evidence.] 

3 MS. MUNDS-DRY: And t h a t concludes my d i r e c t . I pass 

4 the witness. 

5 CROSS-EXAMINATION 

6 BY MR. BRUCE: 

7 Q. Ms. Kvasnicka, i n l o o k i n g a t your E x h i b i t No. 2, 

8 I be l i e v e i t ' s what you c a l l your Ling Federal lease t h a t 

9 covers a l l of Section 31 except f o r the northeast 

10 quarter/northwest quarter? 

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

12 Q. I ' l l hand you what's been marked Cimarex 

13 E x h i b i t No. 25, which I w i l l represent t o you i s a copy of the 

14 s e r i a l r e g i s t e r page from the Bureau of Land Management 

15 regarding t h i s p a r t i c u l a r lease. And the lease number i s 

16 NM 14492; i s i t not? 

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

18 Q. This shows t h a t the lease was issued i n 1973. 

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

20 Q. And based upon your knowledge of Fasken land 

21 f i l e s ; i s t h a t correct? 

22 A. Yes. 

23 Q. This lease was o r i g i n a l l y issued t o David Fasken, 

24 was i t not? 

25 A. A c t u a l l y , i t was o r i g i n a l l y issued t o David Ling, 

i 
i 
; 
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1 and Fasken acquired an assignment from David Ling through an j 

2 a c q u i s i t i o n . | 

I 
3 Q. Okay. I n what year? I 

4 A. I do not know offhand. I can -- we can j 

5 supplement the record, and I can get t h a t i n f o r m a t i o n t o you at I 6 a l a t e r date. 

7 Q. I would appreciate t h a t . Has i t been more 

8 than — w e l l , l e t ' s look the i t t h i s way: Was i t Fasken t h a t 

9 d r i l l e d the Ling Federal Well No. 1? 

10 A. Yes. I t was David Fasken. 

11 Q. And was t h a t the w e l l t h a t e s t a b l i s h e d f i r s t 

12 p r o d u c t i o n from t h i s lease? 

13 A. Yes, i t was. 

14 Q. And t h i s s e r i a l r e g i s t e r page r e f l e c t s t h a t i t 

15 was held by production i n 1983? 

16 A. Yes. 

17 Q. So Fasken had t o have acquired i t s i n t e r e s t at 

18 l e a s t 25 years ago? 

19 A. Yes. 

20 Q. Moving on t o your E x h i b i t 1, I n o t i c e you have 

21 two w e l l s , I t h i n k , the Ling Federal No. 5 and the Ling Federal 

22 No. 6. 

23 A. Yes. 

24 Q. Had those w e l l s been permitted? 

25 A. The w e l l s APDs have been f i l e d . We are 
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1 a w a i t i n g r e c e i p t of approved APDs. 

2 Q. Okay. Have you proposed those w e l l s t o Cimarex? 

3 A. As soon as we receive the approved APDs, AFEs 

4 w i l l be sent. Hopefully next week. 

5 Q. Now, you also s t a t e d t h a t Fasken had no knowledge 

6 of -- w e l l , any of the production out here u n t i l Fasken 

7 received the subpoena data, which I b e l i e v e was at some p o i n t 

8 i n May of 2008, cor r e c t ? 

9 A. Yes. 

10 Q. And you've heard some -- you've sat through the 

11 e n t i r e hearing today? 

12 A. Yes. 

13 Q. And you've heard some que s t i o n i n g about the 

14 o r i g i n a l a p p l i c a t i o n t h a t was f i l e d l a s t f a l l regarding t h i s 

15 pool? 

16 A. Yes. The one t h a t Cimarex l a t e r withdrew? 

17 Q. Yes. I'm handing you what's been marked Cimarex 

18 E x h i b i t 26. Fasken — Mr. C a r l i s l e of Fasken sent a l e t t e r t o 

19 the OCD saying t h a t i t was going appear i n t h a t case; d i d i t 

20 not? 

21 A. Obviously, t h i s i s the f i r s t I've seen t h i s 

22 l e t t e r . 

23 Q. Okay. So assuming t h i s l e t t e r i s c o r r e c t , and i t 

24 would be i n the D i v i s i o n ' s f i l e f o r Case 14012, Fasken was at 

25 the very l e a s t aware i n September or October of l a s t f a l l t h a t 
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1 Cimarex was requesting a 1300-barrel-a-day al l o w a b l e ; i s t h a t 

2 cor r e c t ? 

3 A. I f the Case No. 14012 s t a t e d t h a t same allowable 

4 as i t i s today. 

5 MR. BRUCE: Mr. Examiner, I ' d ask t h a t the case f i l e , 

6 which i s only a few pages long, i n Case 14012 be taken -- be 

7 incorporated i n t o the record. The a p p l i c a t i o n i n t h a t case 

8 does show t h a t the same r e l i e f requested i n Cimarex's case 

9 today was requested l a s t f a l l . 

10 MR. EZEANYIM: What case number i s i t ? 

11 MR. BRUCE: 14 012. 

12 MR. EZEANYIM: Okay. What are you requesting? 

13 MR. BRUCE: Just t h a t i t be inc o r p o r a t e d i n the 

14 record t o show t h a t the same r e l i e f was requested. 

15 MR. EZEANYIM: Okay. Do you have any objection? 

16 MS. MUNDS-DRY: No o b j e c t i o n . 

17 MR. EZEANYIM: That means t h a t Case No. 14012 w i l l be 

18 made p a r t of the evidence i n t h i s case. 

19 [New Mexico O i l Conservation D i v i s i o n Case No. 14012 

2 0 i s admitted i n t o evidence.] 

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

22 MR. EZEANYIM: What do you want t o do w i t h the — 

23 MR. BRUCE: I f I could move the admission of 

24 E x h i b i t s 25 and 26. 

25 MR. EZEANYIM: Any objecti o n ? 
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MUNDS-DRY: No o b j e c t i o n . 

2 MR. EZEANYIM: Okay. E x h i b i t s 25 and 26 are 

3 admitted. 

4 [Cimarex E x h i b i t s 25 and 26 admitted i n t o evidence.] 

5 MR. EZEANYIM: Go ahead. 

6 MS . MUNDS-DRY: I would l i k e t o c a l l Dexter Harmon. 

7 MR. EZEANYIM: You have already been sworn? 

8 THE WITNESS: Yes. 

9 MR. EZEANYIM: Go ahead. 

10 DEXTER HARMON 

11 a f t e r having been f i r s t duly sworn under oath, 

12 was questioned and t e s t i f i e d as f o l l o w s : 

13 DIRECT EXAMINATION 

14 BY MS. MUNDS-DRY: 

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

16 A. Dexter Harmon. 

17 Q. And where do you res i d e , Mr. Harmon? 

18 A. Midland, Texas. 

19 Q. And by whom are you employed? 

20 A. Fasken O i l and Ranch, Li m i t e d . 

21 Q. And how are you employed w i t h Fasken? 

22 A. I'm the e x p l o r a t i o n manager. 

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

24 Division? 

25 A. I have. 
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Q. And were your c r e d e n t i a l s accepted and made a 

2 matter of record? 

3 A. They were. 

4 Q. And I don't know t h a t you've been i n f r o n t of 

5 Mr. Ezeanyim. Could you give us a b r i e f summary of your work 

6 h i s t o r y ? 

r- 
oo
 

A. I worked f o r Newman O i l Company f o r 17 years, and 

f o r the past 12 years I've worked f o r Fasken O i l and Ranch. 

9 Q. That's quick and concise. Thank you. Have you 

10 reviewed the a p p l i c a t i o n f i l e d by Cimarex, and are you f a m i l i a r 

11 w i t h the a p p l i c a t i o n f i l e d by Fasken? 

12 A. I am. 

13 Q. And are you f a m i l i a r w i t h the geology of the 

14 subject p o r t i o n of the pool? 

15 A. Yes. 

16 MS. MUNDS-DRY: Mr. Ezeanyim, we would tender 

17 Mr. Harmon as an expert i n petroleum geology. 

18 MR. EZEANYIM: He's so q u a l i f i e d . 

19 Q. (By Ms. Munds-Dry): Would you please t u r n t o 

20 what's been marked as Fasken E x h i b i t No. 3 and review t h a t f o r 

21 Mr. Ezeanyim? 

22 A. E x h i b i t No. 3 i s j u s t a base map. And on the 

23 base map, i t shows a l l the -- i t shows the nine se c t i o n area 

24 centered around Section 31 and a l l the w e l l s t h a t have been 

25 d r i l l e d i n the area. Above each w e l l i s the w e l l name. To the 
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1 r i g h t of the w e l l i s the w e l l number. And below each w e l l 

2 y o u ' l l see how deep each w e l l was d r i l l e d . 

3 I might p o i n t out t h a t our No. 3 w e l l i n Section 31 

4 was d r i l l e d t o 10,706 f o o t . That was e a r l i e r t h i s year i n 

5 January and February. And we d r i l l e d t h a t w e l l t h a t deep 

6 because we thought the producing zone i n the Pennzoil 36 State 

7 No. 1 w e l l , which was reported i n the New Mexico records, was 

8 producing from a zone at 10,600, so we wanted t o d r i l l t h a t 

9 w e l l deep enough t o catch t h a t zone and see i f we have i t 

10 t h e r e . 

11 Q. Mr. Harmon, t h i s shows a l l w e l l s i n t h i s nine 

12 s e c t i o n area. I t ' s not l i m i t e d t o the Bone Spring? 

13 A. I t ' s a l l w e l l s . 

14 Q. Okay. Would you please t u r n t o E x h i b i t No. 4 and 

15 t e l l Mr. Ezeanyim and Mr. Warnell what these show us. 

16 A. E x h i b i t No. 4 a set of four cross sections t h a t I 

17 prepared i n t h i s area t h a t show the c o r r e l a t i o n s and the names. 

18 I f y o u ' l l look ahead at E x h i b i t 6, you can see where these 

19 cross sections are i n the area w i t h the map. 

20 Q. That's E x h i b i t No. 6? 

21 A. Kind of look ahead a l i t t l e b i t and there's a map 

22 where these cross sections are. 

23 Q. What does t h i s f i r s t cross s e c t i o n show us? 

24 A. The f i r s t cross s e c t i o n I ' d l i k e t o t a l k about i s 

25 the green cross s e c t i o n . I t s t a r t s w i t h the Cimarex Pennzoil 
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1 36 State No. 1 w e l l t h a t was d r i l l e d by Mallon. And y o u ' l l see g 

I 
2 t h a t each one of those cross s e c t i o n s , the s t r a t o g r a p h i c cross I 

| 

3 sections, i s hung atop what I i n f o r m a l l y c a l l the Upper Bone j 

4 Spring Dolomite. j 

5 And the way these things are constructed, the f i r s t j 

6 column of the l o g i s the gamma ray and you have the depth j 

7 column w i t h p e r f o r a t i o n s i n i t . And then the next column i s 

8 the p o r o s i t y column, and then i t ' s got d e n s i t y neutron and ) 

9 cross block p o r o s i t i e s . And then the l a s t column i s the j 

10 r e s i s t i v i t y . That u s u a l l y has a shallow and medium and deep j 

11 r e s i s t i v i t y . | 

12 I've c o r r e l a t e d a l l the zones i n the F i r s t Bone ) 

13 Spring Sand i n t e r v a l , and I have i n f o r m a l names f o r each of the i 

14 zones. S t a r t i n g a t the bottom, the f i r s t you come t o i s the j 

15 Bone Spring Orange Sand. And then above i t i s the F i r s t Bone | 

16 Spring Dolomite. And then the next t h i n g on the cross s e c t i o n j 

17 is labeled as the Upper Bone Spring Dolomite. And then I've \ 

18 got three sands above t h a t , the C, B and A, F i r s t Bone Spring 

19 Sands. And t h a t ' s how I c o r r e l a t e a l l the w e l l s across the 

20 area. 

21 Q. Mr. Harmon, I know t h a t you're i n t e r n a l names are j 

22 probably d i f f e r e n t , but does t h i s correspond w i t h what Cimarex j 

23 c l a s s i f i e d as t h e i r various zones? | 

24 A. There's a l i t t l e b i t of d i f f e r e n c e , but 

25 g e n e r a l l y -- 1 
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1 Q. Okay. 

2 MR. EZEANYIM: What are the d i f f e r e n c e s ? 

3 THE WITNESS: The way he separated some of h i s zones 

4 and the way I c o r r e l a t e and which onces I c o r r e l a t e are a 

5 l i t t l e d i f f e r e n t . Where he picks h i s tops and where I p i c k my 

6 tops. 

7 A. So the green cross s e c t i o n s t a r t s w i t h the 

8 Pennzoil 36 No. 1 and has the Fasken Ling 2 on i t and Fasken 

9 Ling 1, the Fasken Ling 3, which i s our new w e l l , and i t ends 

10 up w i t h the Mescalero 30 Federal No. 1 w e l l , which i s the other 

11 older Bone Spring producer i n t h i s area. 

12 Q. (By Ms. Munds-Dry): Okay. 

13 A. The next cross s e c t i o n I ' d l i k e you t o look a t i s 

14 the purple cross s e c t i o n . Y o u ' l l see t h a t also Cimarex w e l l s 

15 i n Section 26 -- t h a t ' s kind of the north/south cross s e c t i o n 

16 and i t s t a r t s up on the n o r t h end of the B 36 No. 7 w e l l and 

17 goes t o the Cimarex B 36 No. 1 and then t o the o l d Pennzoil 36 

18 No. 1 w e l l , which i s the o r i g i n a l w e l l out t h e r e , and down t o 

19 the Pennzoil B 36 No. 5 and then i t goes over and catches the 

20 B 36 No. 4 w e l l . 

21 One t h i n g y o u ' l l see on t h i s cross s e c t i o n t h a t 

22 wasn't on the f i r s t one, i f you look at the No. 7 w e l l , there 

23 are l i t t l e green Xs i n the p o r o s i t y column of the log and 

24 t h a t ' s from the s i d e w a l l core and p o r o s i t y values t h a t Cimarex 

25 provided us. 
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1 MR. WARNELL: What turns on the red fl a g ? 

2 THE WITNESS: The red f l a g s are a f l a g of zones t h a t 

3 have greater than 3 percent p o r o s i t y , r e s i s t i v i t y less than 

4 500 ohms and a gamma ray less than 70 API u n i t s . And what I 

5 r e a l l y use those red f l a g s f o r i s dolomite zones. Those are my 

6 c u t o f f s . They r e a l l y don't apply t o the sand zones. The sand 

7 zones have d i f f e r e n t c u t o f f s . But i n my program, you only can 

8 choose three and t h a t ' s what i t p l o t s on t h e r e . When you look 

9 a t those, j u s t look a t them i n the context of the dolomite 

10 zones and p r e t t y much ignore them i n the sand zones. 

11 I could p r i n t t h i s again w i t h my sandstone ones, 

12 but -- the next cross s e c t i o n I ' d l i k e t o enter i n t o evidence 

13 i s the red cross s e c t i o n which i s a cross s e c t i o n t h a t goes 

14 from the west t o the east across Section 30, n o r t h of the 

15 Fasken lease. And i t s t a r t s w i t h t h e i r No. 7 w e l l , which they 

16 t e s t i f i e d t h a t i t ' s dry i n the Bone Spring. I t goes to the 30 

17 No. 2 w e l l over t o the 30 No. 6 w e l l , and then i t goes t o the 

18 b i g producer i n the southeast corner, the 30 No. 1, and then 

19 n o r t h of i t t o the 30 No. 3 w e l l . 

20 I'm j u s t g i v i n g you a l l these so you can see the 

21 c o r r e l a t i o n s and we're going t o map each one of these zones 

22 next so you can see these c o r r e l a t i o n s of the maps on each one. 

23 Q. (By Ms. Munds-Dry): Okay. The l a s t cross 

24 section? 

25 A. The l a s t cross s e c t i o n i s the blue cross s e c t i o n 
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1 which i s over t o the east and i t ' s Section 29 t o 30. I got a 

2 l o t of the w e l l s out i n t h i s area. 

3 Q. Okay. Mr. Harmon, i f you could r e f e r t o your 

4 E x h i b i t 5 and e x p l a i n the geology i n t h i s area f o r the 

5 Examiner. 

6 A. This i s a geologic model a f t e r Cook & Others 

7 published i n 2004. I t shows a carbon s h e l f slope t h a t i s 

8 b a s i c a l l y a d e p o s i t i o n a l model. And I t h i n k i t applies to t h i s 

9 Apache Ridge-Bone Spring pool. And I t h i n k what we have are a 

10 bunch of sand and carbonate f r e e flows i n t h i s area. And I've 

11 been able t o c o r r e l a t e these zones and break t h i s up i n t o 

12 i n d i v i d u a l debris flows t h a t I've named. 

13 The f i r s t d e b r i s flow i s a sand debris flow, and I 

14 c a l l i t the Barn Sand a t the b o t t om. And we'11 see a map on 

15 t h a t . And then the next one t h a t I can c o r r e l a t e across the 

16 area i s the F i r s t Bone Spring Dolomite, and i t ' s an easy zone 

17 f o r me t o c o r r e l a t e across the area. And then r i g h t above t h a t 

18 between t h a t and the Upper Bone Spring Dolomite, I t h i n k we had 

19 a couple of slumps i n t h i s area. 

20 And on t h i s carbonate d e p o s i t i o n a l model, you can see 

21 t h a t t h a t occurs where you have slumps, and you have j u s t p a r t 

22 of the s t u f f break away and create accomodation space. And 

23 t h a t space i s then f i l l e d i n wherever these slumps are. I t ' s 

24 f i l l e d i n and then the next l a y e r i s deposited on top of t h a t . 

25 And so the zone between the F i r s t Bone Spring Dolomite and the 
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1 Upper Bone Spring Dolomite we c a l l the Tween zone. 

2 And t h a t ' s one of these slumps t h a t has occurred i n 

3 t h i s area and has been f i l l e d i n . And sometimes i t ' s f i l l e d i n 

4 w i t h dolomite and sometimes i t ' s f i l l e d i n w i t h sand. And then 

5 once i t gets f i l l e d i n , the Upper Bone Spring Dolomite was 

6 deposited across the top of t h a t . And then you s t a r t -- then 

7 you had the C sand deposited, and then the B sand, and then the 

8 l a s t one was the A sand, which comes and goes i n the area. 

9 Q. A l l r i g h t . Do you want t o t u r n now t o your 

10 E x h i b i t No. 6 and review t h a t f o r the Examiner? 

11 A. No. 6 we've already looked a t and i t shows l i n e s 

12 of these cross sections. And then I've drawn i n red two of 

13 these slump areas. When those slump areas occur, you get the 

14 e x t r a accomodation space t h a t ' s then f i l l e d i n w i t h e x t r a rock 

15 u n t i l you get the next t h i n g deposited on top of i t . So the 

16 slumps occurred a f t e r the F i r s t Bone Spring dolomite was 

17 deposited. And the one t o the n o r t h was f i l l e d i n w i t h 

18 dolomite, and t h a t ' s why you have t h a t t h i c k dolomite i n the 

19 B No. 7 w e l l . 

20 And then the other slump t h a t occurred r i g h t a f t e r 

21 the d e p o s i t i o n of the F i r s t Bone Spring Dolomite i s i n the 

22 southern p a r t of the 36, and t h a t was mostly s a n d - f i l l e d . And 

23 once those got s a n d - f i l l e d , then we had d e p o s i t i o n of the Upper 

24 Bone Spring Dolomite above those. 

25 Q. Okay. Let's go now t o E x h i b i t No. 7. 
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1 A. E x h i b i t No. 7 I'm j u s t going t o s t a r t at the 

2 bottom and map some of these t h i n g s . And E x h i b i t No. 7 i s what 

3 I c a l l the Orange Sand. And I t h i n k Cimarex c a l l e d t h a t t h e i r 

4 Basal Sand. And b a s i c a l l y t h a t -- on t h i s map, we have the 

5 gross thickness of the Orange Sand t o the r i g h t i n blue. 

6 And then below i t i n red i s the net p o r o s i t y of the 

7 thickness. And t h a t i s p o r o s i t y g r e a t e r than 8 percent -- i s 

8 our c u t o f f percent f o r sandstone. And then below i t i n purple 

9 c o l o r i s the PhiH map, which i s the p o r o s i t y times height t h a t 

10 we use t o make our r e s e r v o i r c a l c u l a t i o n s . And b a s i c a l l y , I 

11 j u s t showed t h i s one map of the Orange Sand, the PhiH isopach 

12 map and you can see t h a t i t i s t h i c k down here i n the 

13 southeast/southeast Section 36 and i t k i n d of t h i n s out t o the 

14 n o r t h and east. 

15 I f you look back on the purple cross s e c t i o n , you can 

16 see t h a t t h a t ' s a very t h i c k Orange Sand w e l l t h e r e , the No. 5. 

17 Q. Okay. What i s — 

18 A. I t kind of t h i n s out n o r t h of t h e r e . 

19 Q. Sorry. I d i d n ' t mean t o cut you o f f the r e . What 

20 i s E x h i b i t No. 8? 

21 A. E x h i b i t No. 8 i s a map of the F i r s t Bone Spring 

22 Dolomite debris flow. And i t ' s a carbonate debris flow. And 

23 so the f i r s t map you see i s the gross isopach. That's the 

24 thickness of t h a t debris flow. And b a s i c a l l y you can see i t ' s 

25 a northeast/southwest t r e n d . I t has a l i m i t e d d e p o s i t i o n a l 
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1 area. The t h i n g i s a l i t t l e over a m i l e wide. And as you get 

2 t o the northwest and southeast i t ' s not deposited at a l l . 

3 Q. The next map? 

4 A. The next map i s the net isopach of t h a t F i r s t 

5 Bone Spring Dolomite. And you can see the net i s less than the 

6 gross and you can see where the net p o r o s i t y develops i n t h a t . 

7 You might also say t h a t ' s the dolomite t h a t ' s producing i n the 

8 Pennzoil No. 1 w e l l t h a t produced f o r the l a s t 10 years, the 

9 500,000 b a r r e l s . But t h a t net isopach shows the porous p a r t s 

10 of the zones. And then the l a s t map i s the PhiH isopach map 

11 and we use t h a t t o make our o i l and place r e s e r v o i r estimates. 

12 Q. I s there one more t h e r e , the s t r u c t u r e map? 

13 A. The s t r u c t u r e map i s , you know, c u r r e n t day 

14 s t r u c t u r e on top of t h i s F i r s t Bone Spring Dolomite zone and 

15 you can see the i n f l u e n c e of these slumps g e t t i n g i n high and 

16 low areas of the northwest/southeast d i r e c t i o n . 

17 Q. For these maps, how d i d you c a l c u l a t e net pay? 

18 A. Net pay was l i k e I said before, i t was p o r o s i t y 

19 greater than 3 percent, cross block less than 70, API u n i t 

20 gamma ray, and also less than 500 ohms r e s i s t i v i t y . 

21 Q. Okay. Let's t u r n , then, t o your next 

22 E x h i b i t No. 9. 

23 A. E x h i b i t 9 i s a map of t h a t what we c a l l the Tween 

24 zone. I t ' s the slump areas between the F i r s t Bone Spring 

25 Dolomite and the Upper Bone Spring Dolomite. And the f i r s t map 
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1 j u s t shows the -- you know, t h i s i s a l i m i t e d a e r i a l e x t e n t . 

2 I t ' s only where the slumps occurred, so I showed the gross 

3 thickness and the net p o r o s i t y . 

4 On the f i r s t map, I d i d n ' t b r i n g the isopachs of 

5 those. But the second map i s the PhiH map, and you can kind of 

6 see the shape and the c a l c u l a t i o n s of the PhiH i n t h a t zone 

7 between the two d e b r i s plugs, kind of the f i l l zone. 

8 Q. Okay. E x h i b i t No. 10, what does t h i s show the 

9 Examiner? 

10 A. Ten i s a set of maps t h a t -- same type of maps 

11 f o r the Upper Bone Spring Dolomite. And the f i r s t map i s the 

12 gross isopach. And you can see t h i s i s a wide spread debris 

13 flow p r e t t y much i n a l l of the w e l l s . 

14 This second map i n there i s the net isopach. And 
15 t h a t r e a l l y shows t h a t even though t h i s i s a widespread f a i r l y 

16 t h i c k zone t h a t l o t s of places don't have much p o r o s i t y i n t h i s 

17 Upper Bone Spring Dolomite. The p o r o s i t y v a r i e s a l o t around 

18 the area. 

19 The next map i s the PhiH isopach map which gives the 

20 use f o r r e s e r v o i r estimates, i n place estimates. The l a s t map 

21 i s a s t r u c t u r e map on top of t h i s F i r s t Bone Spring Dolomite. 

22 And t h i s r e a l l y looks l i k e more of the r e g i o n a l s t r u c t u r e i n 

23 t h i s area. I t ' s , you know, a d i p t o east/southeast, and t h a t ' s 

24 more of the r e g i o n a l s t r u c t u r e . 

25 Q. A f t e r reviewing the geology i n t h i s area, what 
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1 conclusions can you make? 

2 A. I t h i n k a l o t of d i f f e r e n t zones, both carbonate 

3 and sand debris flows make up the F i r s t Bone Spring Sand i n 

4 t h i s area. And the Apache Ridge t h a t the Bone Spring F i e l d 

5 pool produces from. The most p r o l i f i c zones are the dolomite 

6 zones. A l l you have t o do i s a c i d i z e them t o get them to 

7 produce. And sands are t i g h t e r and they take higher p o r o s i t y 

8 t o produce and always need t o be f r a c ' d t o get them t o produce. 

9 And I agree w i t h the Cimarex t h a t a l l of these 

10 dolomite zones seem t o be i n communication w i t h each other 

11 based on the pressure i n f o r m a t i o n t h a t we've seen. I t ' s a b i g 

12 r e s e r v o i r t h a t ' s i n communication. 

13 Q. W i l l you be c a l l i n g your engineer t o review our 

14 own pressure information? 

15 A. Yes. 

16 Q. Were E x h i b i t s 3 through 10 prepared by you or 

17 complied under your d i r e c t supervision? 

18 A. Yes. 

19 MS. MUNDS-DRY: We move the admission of E x h i b i t s 3 

20 through 10 i n t o evidence. 

21 MR. BRUCE: No o b j e c t i o n . 

22 MR. EZEANYIM: E x h i b i t s 3 through 10 w i l l be 

23 admitted. 

24 [Fasken E x h i b i t s 3 through 10 admitted i n t o 

25 evidence.] 
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1 MS. MUNDS-DRY: That concludes my d i r e c t examination. 

2 I pass the witness. 

3 CROSS-EXAMINATION 

4 BY MR. BRUCE: 

5 Q. I don't know what e x h i b i t t h i s i s , Mr. Harmon. I 

6 f o r g e t . Any one of these p l a t s , the red l i n e cross s e c t i o n --

7 I t h i n k you can grab any one. Just one question on them. 

8 Am I c o r r e c t i n l o o k i n g -- say, the two w e l l s on the 

9 l e f t , are you're using d i f f e r e n t scales? Up i n the upper l e f t 

10 you have 0 t o 150 and the next w e l l over you have 0 t o 100. 

11 A. There are two curves. There i s on 1 t o 100 and 

12 one 0 t o 150. 

13 Q. Are they d i f f e r e n t scales? 

14 A. Yeah. They're two d i f f e r e n t scales. 

15 Q. Okay. Does t h a t make i t more d i f f i c u l t t o r e a l l y 

16 compare them? 

17 A. There's two d i f f e r e n t gamma rays t h e r e . There 

18 are a couple of we l l s out here t h a t we had t o normalize as f a r 

19 as gamma ray c u t o f f s . One of the worse ones was t h i s Pennzoil 

20 36 No. 1. That gamma ray i s j u s t t e r r i b l e , and we had t o 

21 normalize i t t o get i t back t o a l l the other w e l l s . 

22 MR. WARNELL: By " t e r r i b l e " you mean i t has a r e a l 

23 high count rate? 

24 THE WITNESS: Yeah. Real high count r a t e and i t 

25 doesn't match any of the other w e l l s out here. Some, you know, 
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1 you take a high cleaning zone and a shaley zone and you have t o 

2 normalize i t . But I put, you know, on t h i s cross s e c t i o n 

3 t h a t ' s what i t i s , but we normalized i t when we used i t f o r our 

4 c u t o f f values. 

5 Q. (By Mr. Bruce): I n preparing these, d i d you use 

6 the data turned over by Cimarex t o you? 

7 A. Yes. 

8 Q. I mean, they turned over a l o t of data t h a t what 

9 most operators would normally consider p r o p r i e t a r y , d i d they 

10 not? 

11 A. They d i d . I t was very good data. The side w a l l 

12 core data was e x c e l l e n t , and i t helped us c a l i b r a t e the cross 

13 block p o r o s i t i e s f o r the f r a c p o i n t s t o use. I t was very good 

14 data. 

15 Q. Now, one of Fasken's a l l i g a t i o n s i s t h a t i n 

16 essence, t h a t i t d i d n ' t know of any of the produ c t i o n out here 

17 u n t i l i t got t h i s data l a s t month, but you are the e x p l o r a t i o n 

18 manager, c o r r e c t ? 

19 MS. MUNDS-DRY: Mr. Examiner, I'm going t o o b j e c t o 

20 the c h a r a c t e r i z a t i o n , because I t h i n k we're t a l k i n g about 

21 overproduction. 

22 MR. EZEANYIM: I'm going t o have t o r u l e f o r the 

23 witness t o j u s t go ahead. 

24 Q. (By Mr. Bruce): And I don't mean t o 

25 mischaracterize i t t o Ms. Munds-Dry or Mr. Harmon, however you 

| 
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care t o c h a r a c t e r i z e i t , but --

2 A. We were unaware of the overproduction. 

3 Q • Okay. 

4 A. We were aware of produc t i o n out here. 

5 Q. Okay. C e r t a i n l y w e l l , t e l l me t h i s : When you 

6 are l o o k i n g a t developing one of Fasken's leases as e x p l o r a t i o n 

7 manager, you don't j u s t look a t your lease, you look at 

8 o f f s e t t i n g data, do you not? 

9 A. We do. 

10 Q. You would look at what's i n the p u b l i c records 

11 l i k e on the OCD, i t s website? 

12 A. Yes . 

13 Q. And do you use -- I don't know i f the name has 

14 changed, but PI -- Petroleum Information? 

15 A. I t ' s c a l l e d IHS now, but we do use t h a t . 

16 Q. Okay. 

17 A. That's where these numbers came from, and those 

18 are the only numbers t h a t are i n IHS r i g h t now. 

19 Q. The production? 

20 A. Yes . 

21 Q. Okay. 

22 A. That's the only p u b l i c i n f o r m a t i o n r i g h t now. 

23 Q. Okay. 

24 A. And t h a t ' s posted on these, so a l l the production 

25 i n f o r m a t i o n we got from Cimarex i s from you guys. 
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1 Q. Okay. 

2 A. I t ' s not p u b l i c . 

3 Q. But you've -- and how long have you been -- I 

4 know you said, but I f o r g o t now -- how long you have been at 

5 Fasken now? 

6 A. Twelve years. 

7 Q. Twelve years, okay. I remember when you s t a r t e d 

8 t h e r e , Mr. Harmon. 

9 But c e r t a i n l y , you were aware, were you not, t h a t the 

10 Mescalero 30 Well No. 1 was completed i n and producing 

11 s u b s t a n t i a l rates from the Bone Spring Formation? 

12 A. Yes, from the Bone Spring. 

13 Q. And so have you looked a t t h a t p a r t i c u l a r w e l l 

14 before, even before Cimarex s t a r t e d developing t h i s acreage t o 

15 formulate a plan f o r maybe developing the Bone Spring on your 

16 acreage? 

17 A. Yes. 

18 Q. And t h a t w e l l was completed i n the Bone Spring. 

19 Let me hand you something, Mr. Harmon. This i s kind of out of 

20 order. I ' l l hand you what's been marked Cimarex E x h i b i t 28. 

21 I'm skipping one a t t h i s p o i n t . 

22 As Mr. -- and I w i l l represent t o you t h a t these are 

23 documents from the OCD's ONGUARD system f o r Mescalero 30 No. 1, 

24 even though t h a t w e l l produced from, I b e l i e v e , the Morrow f o r 

25 a number of years. When i t was o r i g i n a l l y d r i l l e d i n '85, i t 

;f;.:::;:::i.:.i:,. 
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1 was also p e r f o r a t e d i n the Bone Spring, was i t not? 

2 A. I t was. 

3 Q. And I t h i n k Mr. Worthington t e s t i f i e d i t only 

4 produced f o r a few months, but i t s i n i t i a l r a t e was recorded as 

5 408 b a r r e l s a day. And then there was subsequent completion 

6 i n , what, 1997 or '98 i n the Bone Spring? You had t h i s data 

7 a v a i l a b l e t o you, d i d you not? 

8 A. We could get a t t h i s data, yeah. This i s a l l 

9 f i l e d w i t h the s t a t e . 

10 Q. And the Bone Spring p e r f o r a t i o n s are p r e t t y much 

11 at the same l e v e l we're t a l k i n g here today about? 

12 A. They were both i n the sands and the dolomite, 

13 yes. 

14 Q. And I ' l l hand you what's been marked Cimarex 

15 E x h i b i t 27 concerning the Mallon O i l Company, Pennzoil State 

16 No. 1. Again, I w i l l represent t o you t h a t these are j u s t 

17 taken o f f the OCD's website. But c e r t a i n l y , Mallon O i l Company 

18 d i d r e p o r t a Bone Spring completion t o the OCD. 

19 A. Yeah. And i f y o u ' l l look on the second page, i t 

20 r e p o r t s the depth at 10,509 t o 10,600 f o o t . 

21 Q. And also at 10,020 t o 10,036? 

22 A. That's r i g h t . 

23 Q. Now, t h a t was i n c o r r e c t , but t h a t was not done by 

24 Cimarex? 

25 A. I t ' s i n c o r r e c t . 
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1 Q. But was the production from the Bone Spring 

2 r e p o r t e d on various sources, e i t h e r on the OCD or the Petroleum 

3 I n f o r m a t i o n , IHS? 

4 A. I guess i t was. 

5 Q. So you could have -- obviously, could have seen 

6 t h a t t h i s w e l l was producing s u b s t a n t i a l amounts of o i l from 

7 the Bone Spring? 

8 A. We d i d . We c o r r e l a t e d the w e l l t h a t they 

9 r e p o r t e d producing o i l at w i t h our No. 2 Ling Well and our w e l l 

10 does not have t h a t zone i n i t . We always thought i t was coming 

11 out of t h a t zone a t 10,600. 

12 Q. But i t was s t i l l Bone Spring? 

13 A. Yes. 

14 Q. And you d i d not take any a c t i o n t o o f f s e t t h a t 

15 w e l l i n the Bone Spring? 

16 A. We had an o f f s e t w e l l , but i t d i d n ' t have the 

17 zone i n i t . 

18 Q. There was nothing t o prevent you from d r i l l i n g 

19 another w e l l i n the west h a l f of Section 31, was there? 

20 A. No. 

21 Q. Or f o r t h a t matter i n the northeast quarter of 

22 Section 31 t o o f f s e t the Mescalero Well? 

23 A. No. 

24 Q. F i n a l l y , I ' l l hand you what's been marked Cimarex 

25 E x h i b i t 29, which again, comes from the OCD's website. On the 

: 
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which I t h i n k Mr. Felch t e s t i f i e d i s the d i r e c t 

2 no r t h o f f s e t t o the Pennzoil 36 No. 1, the w e l l t h a t has been 

3 fl o w i n g 100 t o 150 b a r r e l s a day, t h a t i n f o r m a t i o n has been of 

4 record since -- w e l l , f o r a year and a h a l f now, correct? 

5 A. Yes . 

6 Q- And so there was data out there whereby Fasken 

7 

8 

could have determined t h a t there was s i g n i f i c a n t o f f s e t Bone 

Spring p r o d u c t i o n going back at l e a s t 10 years? 

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

10 Q. And y e t , not u n t i l you d r i l l e d the Ling Federal 

11 No. 3 i n the northwest of the northeast, what, e a r l y t h i s 

12 year --

13 A. Yes . 

14 Q. — d i d you d r i l l a well? That was the only --

15 A. Our most recent d r i l l i n g , yes. 

16 Q. And Cimarex had -- you've also I t h i n k the 

17 Ling Federal No. 4 i s a Morrow t e s t i n the southeast quarter of 

18 Section 31? 

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

20 Q. And t h a t w e l l i s at an unorthodox l o c a t i o n ? 

21 A. I t i s . 

22 Q- And Fasken sought and obtained a v o l u n t a r y waiver 

23 from Cimarex regarding the d r i l l i n g of t h a t well? 

24 A. I f you say so. 

25 Q • Okay. 
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1 A. I ' l l accept t h a t . 

2 Q. And Mr. Worthington, i n a l l f a i r n e s s , i s p o i n t i n g 

3 out t o me t h a t , of course, a l l of t h i s i n f o r m a t i o n hasn't been 

4 o n l i n e u n t i l the l a s t -- I f o r g o t how many years -- there were 

5 before t h a t paper f i l i n g s i n the various OCD o f f i c e s , were 

6 there not? 

7 A. What information? 

8 Q. Well r e p o r t s , completion r e p o r t s , production 

9 data. 

10 A. Right. I t ' s p u b l i c i n f o r m a t i o n . I s t h a t what 

11 you're asking? 

12 Q. Well, i t hasn't been f u l l y a v a i l a b l e o n l i n e u n t i l 

13 maybe the l a s t f i v e or s i x years. 

14 A. Something l i k e t h a t . 

15 Q. Really, j u s t one other question: As you know, 

16 the Cimarex Well i n the southwest/southwest of Section 31 waŝ  

17 dry i n the Bone Spring. Do you have an opinion as t o why? 

18 A. Which one? 

19 Q. The w e l l i n the southwest quarter/southwest 

20 quarter of Section 31, the -- the 30 Well, No. 7. 

21 A. Why i s i t dry? 

22 Q. Why, i n your o p i n i o n , was i t dry a t the Bone 

23 Spring. There i s r e s e r v o i r there, i s there not, dolomite 

24 and/or sand? 

25 A. There's dolomite. There's no p o r o s i t y or 
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1 p e r m e a b i l i t y . They d i d side w a l l cores on the t h i n g and i t ' s 

2 t i g h t . 

3 Q. Yeah. 

4 A. No p o r o s i t y or p e r m e a b i l i t y . They might have 

5 been able t o make a l i t t l e out of the B and C Sands. But they 

6 d i d n ' t t r y those. 

7 MR. BRUCE: Okay. That's a l l the questions I have. 

8 And I would move the admission of the Cimarex E x h i b i t s 27, 28, 

9 and 29. 

10 MS. MUNDS-DRY: No o b j e c t i o n . 

11 MR. EZEANYIM: Cimarex E x h i b i t s 27, 28, and 29 w i l l 

12 be admitted. 

13 [Cimarex E x h i b i t s 27 through 29 admitted i n t o 

14 evidence.] 

15 MR. EZEANYIM: Do you have anything else? 

16 MS. MUNDS-DRY: I have j u s t two quick questions. 

17 MR. EZEANYIM: Okay. 

18 REDIRECT EXAMINATION 

19 BY MS. MUNDS-DRY: 

20 Q. Mr. Harmon, Mr. Bruce gave you E x h i b i t 27, which 

21 i s the copy of the f i l i n g s at the OCD f o r the Pennzoil 36 State 

22 No. 1. 

23 A. Okay. 
24 Q. I be l i e v e your testimony was t h a t Fasken d i d look 

25 at these p a r t i c u l a r reported i n t e r v a l s i n t h e i r o f f s e t t i n g 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71d8009-9b47-40ae-a096-2d52502e00fa 



1 w e l l s . 
Page 117 

2 A. Yes . 

3 Q. And you d i d n ' t f i n d any shows i n there? 

4 A. Right. We don't have' the zone t h a t ' s i n t h i s 

5 w e l l . 

6 Q. When you d i d f i n d out about the i n t e r v a l s t h a t 

7 the w e l l was a c t u a l l y completed i n , what d i d Fasken do? 

8 A. The very next day we moved the p u l l i n g u n i t out 

9 on our No. 3 Well and p e r f o r a t e d t h a t dolomite zone. 

10 Q. And as f a r as you know, has t h i s completion 

11 r e p o r t ever been co r r e c t e d i n the OCD records? 

12 A. Not t o my knowledge. 

13 MS . MUNDS-DRY: That's a l l I have, Mr. Ezeanyim. 

14 Thank you. 

15 MR. EZEANYIM: Okay. You may s i t down. 

16 C a l l your next witness. 

17 MS . MUNDS-DRY: Mr. Ezeanyim, can we take a q u i t e 

18 break j u s t so my witness can r e f r e s h h imself f o r j u s t a second? 

19 MR. EZEANYIM: Okay. Five minutes. 

20 [Recess taken from 2:48 p.m. t o 2:56 p.m., and 

21 testimony continued as f o l l o w s : ] 

22 MR. EZEANYIM: Okay. Let's go on the record. Let's 

23 continue w i t h the l a s t witness. 

24 

25 
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1 CARL BROWN 

2 a f t e r having been f i r s t duly sworn under oath, 

3 was questioned and t e s t i f i e d as f o l l o w s : j 

4 DIRECT EXAMINATION j 

5 BY MS. MUNDS-DRY: J 

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

7 A. My name i s Carl Brown. j 

8 Q. Mr. Brown, where do you reside? I 
I 

9 A. I reside i n Midland, Texas. 1 

10 Q. And by whom are you employed? 1 

11 A. Fasken O i l and Ranch, L i m i t e d . 1 

12 Q. And how are you employed w i t h Fasken? I 

13 A. I'm a petroleum engineer. 

14 Q. And have you t e s t i f i e d before the Di v i s i o n ? 

15 A. Yes, I have. j 

16 Q. And were your c r e d e n t i a l s accepted and made a 

17 matter of record? ' 

18 A. Yes, they were. 

19 Q. For Mr. Ezeanyim and Mr. Warnell's b e n e f i t , could 

20 you give us a b r i e f h i s t o r y of your work experience? j 

21 A. Yes. I graduated from Texas Tech U n i v e r s i t y i n 

22 1997 w i t h a Bachelor of Science i n petroleum engineering. I 

23 began my career w i t h Sun O i l Company i n Colorado C i t y , Texas. 

24 I moved to Midland, Texas three years later in 1981. I worked \ 

25 f o r maybe petroleum f o r seven years there i n Midland. And then i 
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1 a f t e r t h a t i n 1988 became employed by Fasken O i l and Ranch. 

2 And I've been associated w i t h production f o r Fasken anywhere 

3 from South Texas mostly Permian Basin, Southeastern New Mexico, 

4 some i n North Dakota and a l i t t l e b i t up i n Nevada. 

5 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 t h a t ' s been 

6 f i l e d by Fasken and also the one f i l e d by Cimarex? 

7 A. Yes. 

8 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 i n the 

9 subject p o r t i o n of the pool? 

10 A. Yes, I am. 

11 MS. MUNDS-DRY: We tender Mr. Brown as an expert i n 

12 petroleum engineering. 

13 MR. EZEANYIM: Mr. Brown i s so q u a l i f i e d . 

14 Q. (By Ms. Munds-Dry): Mr. Brown, would you please 

15 provide the Examiner why Fasken objects t o t h i s a p p l i c a t i o n ? 

16 A. The dolomite zones i n the Apache Ridge-Bone 

17 Spring pool are capable of e f f i c i e n t l y d r a i n i n g over 160 acres 

18 per w e l l . The Pennzoil 36 State No. 1 has produced over 

19 500,000 b a r r e l s from an unreported dolomite zone p e r f o r a t i o n s 

20 f o r about 10 years. And the w e l l has drained i n excess of 640 

21 acres, i n my o p i n i o n . 

22 Cimarex has d r i l l e d the Apache Ridge-Bone Spring pool 

23 t o a 40-acre w e l l d e n s i t y adjacent t o Fasken's acreage. The 

24 Cimarex a p p l i c a t i o n t o increase the depth bracket allowable f o r 

25 each 40-acre p r o r a t i o n u n i t t o 1300 b a r r e l s per day i f 4.7 

- v^w^:;*.i;,;:*;>^ 
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1 times the 40-acre bracket allowable of 275 b a r r e l a day and two 

2 and a h a l f times the 160 acre depth bracket allowable of 

3 515 b a r r e l s a day. 

4 I f t h i s increase i s allowed, Cimarex, i n my o p i n i o n , 

5 w i l l a ccelerate the drainage of Fasken acreage, r a p i d l y deplete 

6 the r e s e r v o i r and adversely a f f e c t f u t u r e recoverable o i l from 

7 Fasken's o f f s e t acreage. 

8 Q. Thank you, Mr. Brown. Would you please t u r n t o 

9 what's been marked as Fasken E x h i b i t No. 11 and review t h a t f o r 

10 the Examiners? 

11 A. This e x h i b i t i s a t a b l e of a l l the w e l l s t h a t are 

12 i n the Apache Ridge-Bone Spring p o o l . And there are 17 w e l l s 

13 l i s t e d here. And, of course, I've got the l o c a t i o n , operator, 

14 lease name, w e l l number, the API s e r i e s , c u r r e n t s t a t u s . And 

15 i n the middle there i s the f i r s t p r oduction date, p e r f o r a t e d 

16 i n t e r v a l , a c u r r e n t production r a t e , and cumulative o i l . And 

17 I've used a May number because the one w e l l we produced had two 

18 months, and I have a May data p o i n t . So I moved eve r y t h i n g t o 

19 a May cumulative. 

20 Most of the o i l i n t h i s example I want t o show you 

21 has been produced from two w e l l s . I f t o t a l cumulative t o date 

22 i s w e l l over a m i l l i o n b a r r e l s . Over 800,000 b a r r e l s i s from 

23 two w e l l s , one being the Mescalero 30 Federal No. 1, which i s 

24 about the s i x t h one down. Another four down or so i s the 

25 Pennzoil 36 No. 1, which made the 530-some thousand b a r r e l s . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71 d8009-9b47-40ae-a096-2d52502e00fa 



Page 121 

1 MR. EZEANYIM: Who owns those wells? 

2 THE WITNESS: I'm sorry? 

3 MR. EZEANYIM: Who owns those two wells? 

4 THE WITNESS: Those are owned by Cimarex. 

5 MS. MUNDS-DRY: Mr. Ezeanyim, I t h i n k you can see 

6 t h a t there's a column here t h a t says "operator" t o the l e f t of 

7 the w e l l name. 

8 MR. EZEANYIM: Okay. But they're not the we l l s t h a t 

9 produce, the No. 2 and No. 7. Or i s there something wrong? 

10 MS. MUNDS-DRY: There's a c t u a l l y four w e l l s . The 

11 f i r s t one i s the Mescalero 30 Federal No. 1 t h a t Mr. Brown i s 

12 reviewing now. 

13 MR. EZEANYIM: Correct me i f I'm wrong. There are 

14 four of them, but there are two t h a t are r e a l l y very p r o l i f i c . 

15 I s t h a t the No. 2 and the No. 7? 

16 MR. FELCH: That i s c o r r e c t . 

17 MR. EZEANYIM: And now you show on No. 1 i s not as 

18 p r o l i f i c . I t i s the Pennzoil No. 1? Which i s the Federal 

19 No. 1? Are they somewhere else? 

20 MR. FELCH: They are not the same as the No. 2 and 

21 the No. 7. These are the w e l l s t h a t Fasken i s asking f o r 

22 r e l i e f f o r overproduction t h a t occurred h i s t o r i c a l l y a number 

23 of years ago. 

24 MR. WARNELL: When you look at No. 7 w e l l there, i t 

25 was j u s t completed i n March. So you've only got l i k e two 
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1 months of production. That's why i t doesn't --

2 MR. EZEANYIM: Okay. So there are other w e l l s . I 

3 j u s t wanted t o understand what you're doing. Okay. Go ahead. 

4 Q. (By Ms. Munds-Dry): Anything else you wanted t o 

5 p o i n t out t o t h i s w e l l data sheet? 

6 A. No. Just those cumulatives i n t h a t most of the 

7 w e l l s or o i l produced t o date i s from the two w e l l s , the 

8 Mescalero 30 Federal No. 1 and the Pennzoil 36 State No. 1. 

9 Q. Okay. Let's t u r n t o your next e x h i b i t which has 

10 be marked as E x h i b i t No. 12, I b e l i e v e . 

11 A. E x h i b i t No. 12 i s a map of the area showing these 

12 cumulatives t h a t we j u s t mentioned underneath the w e l l symbol. 

13 And i t shows the r e l a t i v e l o c a t i o n of the p r o d u c t i o n . 

14 Q. And t h i s shows j u s t Bone Spring wells? 

15 A. This i s the Apache Ridge-Bone Spring cumulative 

16 p r o d u c t i o n . 

17 Q. And f o r the Mescalero -- l e t ' s s t a r t w i t h the 

18 Mescalero 30 Federal No. 1. How many b a r r e l s of o i l has t h a t 

19 w e l l produced? 

20 A. About 296,000 b a r r e l s . 

21 Q. And f o r the Pennzoil 30 State No. 1 i n 

22 Section 36? 

23 A. 536,000 on t h i s map. 

24 Q. And how about the Pennzoil B 36 State No. 2, 

25 which i s i n the --
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1 A. Well, I've got l i s t e d here 69,000 b a r r e l s . j 

2 Q. And the Pennzoil B 36 State No. 7? j 

3 A. There's 28 or 29,000 b a r r e l s of production 

4 cumulative from t h a t w e l l . I t ' s only been o n l i n e f o r a couple j 
5 of months -- or t h r e e . 

6 Q. A l l r i g h t . Would you please t u r n t o what's been 

7 marked as Fasken E x h i b i t No. 15 and review t h a t f o r the 

8 Examiners? 

9' A. This i s a produc t i o n p l o t , monthly o i l production 

10 versus time on a scale f o r the Apache Ridge-Bone Spring, t o t a l 

11 p r o d u c t i o n . I t h i n k Mr. Felch presented s i m i l a r i n f o r m a t i o n . 

12 What i s d i f f i c u l t t o see i s the legend f o r the curves, but the 

13 heavy green l i n e i s the o i l r a t e . The gas i s the one above i t . 

14 I t comes out sometimes red. I t ' s supposed t o be. And then 

15 below t h a t i n the blue i s the g a s / o i l r a t i o . And the water i s 

16 the dashed l i n e . 

17 I t j u s t shows also t h a t the i n i t i a l p r oduction from 

18 the Bone Spring pool -- Apache Ridge-Bone Spring pool began 

19 August of '85. And t o date there's something l i k e 17 t o t a l 

20 w e l l s t h a t have c o n t r i b u t e d t o t h i s t o t a l p r o d u c t i o n . Up i n 

21 the upper rig h t - h a n d corner I've got a cumulative of the t o t a l 

22 pool at t h i s time of over a m i l l i o n b a r r e l s , 1,062,000. 

23 MR. EZEANYIM: Before you go away from t h a t , i f you 

24 can t e l l me the g a s / o i l r a t i o . I s one t h a t i s below t h a t --

25 THE WITNESS: Yes, I'm so r r y . I t ' s i n blue, you 
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know, water -- lower most. 

2 MR. EZEANYIM: I s t h a t the gas? 

3 THE WITNESS: Yes. The lower most curve. 

4 MR. EZEANYIM: Are these the same w e l l s t h a t were 

5 shown by Mr. Felch? 

6 THE WITNESS: I t ' s the same Apache Ridge-Bone Spring 

7 w e l l s c o n t r i b u t e d --

8 MR. EZEANYIM: Then what i s wrong here? He shows 

9 t h a t i t ' s above everybody, but now i t ' s below here. But i t ' s 

10 the same number of w e l l s . 

11 THE WITNESS: Well, i t ' s --

12 MR. EZEANYIM: I'm --

13 THE WITNESS: The r a t i o i s the same. 

14 MR. EZEANYIM: What? 

15 THE WITNESS: The scale i s the same. I t h i n k h i s 

16 scale i s d i f f e r e n t and separated where he can see i t b e t t e r , 

17 I'm not sure. 

18 MR. EZEANYIM: Right. I t r e a l l y doesn't matter what 

19 the scale i s . But whatever scale you put i t i n there should 

20 be -- I don't know which one i s c o r r e c t . 

21 THE WITNESS: Well, i t ' s about 2000 t o 1 g a s / o i l 

22 r a t i o d a i l y f o r c u r r e n t r a t i o . 

23 MR. EZEANYIM: No. This i s the testimony of two 

24 engineers now. I'm g e t t i n g c o n f l i c t i n g i n f o r m a t i o n . I don't 

25 know why you want me to process i t . The i n f o r m a t i o n says the 
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1 g a s / o i l r a t i o i s very high. And then t h i s one says the g a s / o i l 

2 r a t i o i s low. Which one do I believe? 

3 THE WITNESS: Well, t h i s i s the t o t a l f i e l d 

4 pro d u c t i o n and represents the l a s t , you know, every month's 

5 g a s / o i l r a t i o . 

6 MR. EZEANYIM: Well, Mr. Felch might answer i f i t ' s 

7 not f o r you. He i s here now. He can make comments on t h a t , i f 

8 you don't mind. Because I want t o understand what's going on. 

9 MR. FELCH: And I don't understand where the 

10 discrepancy i s . I'm s o r r y . 

11 MR. EZEANYIM: You are showing, I see, because they 

12 are c l e a r l y marked t h a t the g a s / o i l r a t i o i s above a l l your o i l 

13 and gas pro d u c t i o n . But here i t ' s lower. Regardless of what 

14 scale you use, i t should be, you know, i t should be higher than 

15 your gas and your o i l . 

16 THE WITNESS: I have the answer f o r t h a t . 

17 MR. FELCH: I t i s a scale f a c t o r . I was using d a i l y 

18 rates and t h i s i s monthly r a t e s . That's the d i f f e r e n c e . 

19 THE WITNESS: Yes. 

20 MR. EZEANYIM: Okay. You have t o give me the u n i t s . 

21 THE WITNESS: You're r i g h t . I apologize. I t ' s 

22 monthly r a t e s . I mentioned i t was monthly r a t e s . 

23 MR. EZEANYIM: And you — 

24 MR. FELCH: My p l o t i s d a i l y r a t e s . His p l o t here i s 

25 monthly r a t e s . 
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1 THE WITNESS: And t h i s data i s d i r e c t l y from IHS 

2 energy p u b l i c i n f o r m a t i o n , except f o r the l a s t three months 

3 which I've e x t r a p l a t e d . 

4 MR. EZEANYIM: Okay. I t makes sense now. 

5 Q. (By Ms. Munds-Dry): Okay. Mr. Brown, would you 

6 please, then, t u r n t o the next page i n our packet t o E x h i b i t 

7 No. 13. 

8 A. Well, t h i s i s a t a b l e of t h i s monthly production 

9 t h a t we j u s t saw on the previous graph, i t ' s j u s t i n t a b u l a r 

10 form. 

11 MR. EZEANYIM: Go ahead. 

12 Q. (By Ms. Munds-Dray): This i s a t a b u l a r form? 

13 A. Tabular form of the g r a p h i c a l data j u s t shown on 

14 the previous page. 

15 Q. And t o get t o the bottom l i n e , you t u r n t o the 

16 l a s t page on the t a b l e and t e l l what t h i s shows. 

17 A. Well, t h a t ' s the t o t a l c u r r e n t cumulative o i l 

18 production, gas and water, f o r the Apache Ridge-Bone Spring 

19 pool. 

20 Q. What's i t show f o r t o t a l cumulative o i l f o r , I 

21 guess, l a s t r eported i n May of 2008? 

22 A. May of 2008, 1,062,108 i s the cumulative. Again, 

23 the l a s t three months are e x t r a p l a t e d data. 

24 Q. And what was the cumulative i n February of 2007? 

25 A. February 2007, 797,228 b a r r e l s . 
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1 Q. What was the w e l l count i n February of 2007? 

2 A. There were s i x w e l l s i n the pool. 

3 Q. And i n May of 2008? 

4 A. May of 2008, 15 a c t i v e . 

5 Q. Please t u r n t o the next page and discuss t h i s 

6 graph. 

7 A. This graph, Mr. Examiner, i s b a r r e l s of o i l per 

8 day on a c a r t e s i a n scale. The green l i n e i s b a r r e l s of o i l per 

9 day versus time. And the pink l i n e , red l i n e , i s a d a i l y 

10 o i l / g a s r a t i o . And t h i s i s from p r o d u c t i o n of the f i e l d s since 

11 December 1996, which i s the m a j o r i t y of the f i e l d p r oduction 

12 h i s t o r y . I show you t h i s because t h i s form and t h i s type of 

13 graph may come up a few more times. 

14 Q. Okay. Let's t u r n t o what's been marked as Fasken 

15 E x h i b i t 17. Please review t h i s f o r the Examiners. 

16 A. This i s a graph of b a r r e l s of o i l per day f o r the 

17 f i e l d , g a s / o i l r a t i o , and a cumulative g a s / o i l r a t i o on a l o g 

18 rhythmic scale p l o t t e d against cumulative o i l production. 

19 We'll show t h i s again l a t e r too, a s i m i l a r p l o t . 

20 Q. Can we make sure we're l o o k i n g at the same thing? 

21 What are you --

22 A. I'm s o r r y . 

23 Q. That's p a r t of E x h i b i t 13, I b e l i e v e . I j u s t 

24 want t o make sure we're a l l -- do you have e x h i b i t -- what do 

25 you have next there? 
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Well, I s t a r t e d out w i t h d a i l y p l o t and then the 

2 cumulative p l o t . There may be one t h a t we d i d n ' t --

3 Q. That one d i d n ' t make the f i n a l c u t . 

4 MR. BRUCE: You are going do use t h i s one? 

5 MS. MUNDS-DRY: This one we are, yeah. You do have 

6 t h i s one? 

7 MR. WARNELL: Which one i s t h a t ? 

8 MS . MUNDS-DRY: This i s s t i l l a p a r t of 13. 

9 MR. WARNELL: 13. A l l r i g h t . 

10 MS . MUNDS-DRY: Sorry f o r the confusion. 

11 Q. (By Ms. Munds-Dry): 14 I have. Mr. Brown, you 

12 have t h i s packet f o r the production h i s t o r y f o r each of the 

13 wells? 

14 A. Yes. The i n i t i a l w e l l i s the Pennzoil 36 State 

15 No. 1. This i s the monthly production h i s t o r y f o r every Apache 

16 Ridge-Bone Spring w e l l . There's 17 of them. And l i k e 

17 Mr. Felch, we '11 j u s t t a l k about one or two. F i r s t , f o r the 

18 Pennzoil 36 State No. 1, t h i s i s monthly p r o d u c t i o n . 

19 MS . MUNDS-DRY: That's about halfway through, I 

20 b e l i e v e , Mr. Examiner. 

21 MR. EZEANYIM: Okay. Go ahead. 

22 Q. (By Ms. Munds-Dry): Go ahead, Mr. Brown. 

23 A. This i s the Pennzoil State 36 No. 1 beginning 

24 production i n 1997 and we have a cumulative o i l on t h i s w e l l , 

25 536,000 b a r r e l s . What I'd l i k e t o p o i n t out i s t h a t there's a 
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1 long p r o d u c t i o n h i s t o r y back t o 1997. And i t ' s a sustained, 

2 very f l a t d e c l i n e curve i n d i c a t i n g a larg e drainage area. And 

3 e a r l y i n the f i r s t few months there was an overproduced time 

4 p e r i o d . 

5 Q. Mr. Brown, before we leave t h i s graph, do you 

6 t h i n k t h a t t h i s w e l l , the Pennzoil 36 State No. 1, which I 

7 b e l i e v e you s a i d i t has produced and i t ' s represented on t h i s 

8 map a cumulative of 536 b a r r e l s , do you t h i n k i t could have 

9 produced above the top allowable i f i t had been allowed t o go? 

10 A. Well, e a r l y on i t was f l o w i n g over, yes, a f t e r we 

11 got the records. But i t should be able t o produce i n excess of j 

12 the d a i l y a llowable i f allowed t o . 

13 Q. Okay. What's the next w e l l you want t o look at? 

14 A. I want t o p o i n t out one more t h i n g on t h i s map, 

15 the g a s / o i l r a t i o , the most recent data since 2007, we have 

16 q u i t e an increase from about 1200 t o 1 GOR on t h i s Pennzoil 

17 State 36 No. 1 up t o about 3000 t o 1. So we have some increase 

18 i n gas produ c t i o n i n d i c a t i n g the r e s e r v o i r ' s reduced pressure. 

19 Q. Okay. Which graph do you want t o go t o next? 

20 A. Well, I was i n order of the overproduced w e l l , 

21 again the Pennzoil 1, the B2 and the B7 and t h i s Mescalero 30 

22 No. 1. So those were my four d a i l y p l o t -- or monthly p l o t s 

23 here. There's not a l o t of character on these p l o t s , but t h i s 

24 i s f o r p o s t e r i t y and completeness. 

25 Q. Okay. Look then, at the Mescalero. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71 d8009-9b47-40ae-a096-2d52502e00fa 



Page 130 

1 A. The Mescalero 30 No. 1, the monthly p l o t . 

2 Q. This i s the Federal No. 1? 

3 A. Can we go back t o the Mescalero 30 Federal No. 1? 

4 I j u s t want t o p o i n t out the g a s / o i l r a t i o increase on i t also 

5 i n recent times from about 1500 t o 1 t o around 4000 t o 1, 

6 i n d i c a t i n g again the r e s e r v o i r reduced pressure and increased 

7 gas. 

8 Q. Mr. Brown, I b e l i e v e t h a t Mr. Harmon t e s t i f i e d , 

9 and Ms. Kvasnicka t e s t i f i e d t h a t they received data by 

10 subpoena. A f t e r we received t h a t data, how d i d we examine and 

11 look a t these issues t h a t were created w i t h Cimarex's 

12 a p p l i c a t i o n ? What d i d you discover from t h a t data? 

13 A. The overproduced production? 

14 Q. Yes, s i r . 

15 A. Well, t h a t ' s what we discovered from Cimarex's 

16 d a i l y d r i l l i n g and w e l l h i s t o r i e s . The wells had been 

1.7 overproduced, p a r t i c u l a r l y the B7 and the B2, and then i n 

18 recent months, the Mescalero 30 No. 1 and the Pennzoil 36 No. 1 

19 had been produced previous -- h i s t o r y . 

20 Q. And where d i d we l e a r n about where the Pennzoil 

21 36 State No. 1 was a c t u a l l y produced? 

22 A. P e r f o r a t i o n s . We found out i n A p r i l where the 

23 p e r f o r a t i o n s were a c t u a l l y i n the what we c a l l the F i r s t Bone 

24 Spring Dolomite. That Pennzoil 36 State No. 1 t h a t we thought 

25 was producing from the 10,000-foot zone, we found out i n A p r i l 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71d8009-9b47-40ae-a096-2d52502e00fa 



Page 131 j 

1 t h a t i t was a c t u a l l y p e r f o r a t e d and had been a l l along i n the ! 

2 dolomite, the F i r s t Bone Spring Dolomite. 

3 Q. And I b e l i e v e Mr. Harmon t e s t i f i e d t h a t we went j 

4 out and re-completed i n t h a t zone? j 

5 A. Yes, we d i d . We already had the Ling Federal ! 

6 No. 3 producing from the A and B Sands, and w i t h t h a t j 

7 i n f o r m a t i o n , we d i d make a Bone Spring -- dolomite completion j 

8 i n our Federal 3. 

9 Q. Did Fasken do anything else i n response t o t h a t J 

10 information? 

11 A. The subpoena i n f o r m a t i o n , we got two we l l s t h a t 

12 we've permitted and will be sending AFEs to partners in the \ 

13 next few weeks. But also, i n the past h i s t o r y of t h i s lease, j 

14 you know, Fasken acquired t h i s , we d r i l l e d two Morrow w e l l s , 

15 the Ling Federal 1 and the Ling Federal 2, which produced at 14 1 

16 BCF out of the s e c t i o n i n the Morrow zones. And the Ling No. 2 j 

17 i s s t i l l making 300 MCF day, 10 BCF, an e x c e l l e n t gas producer. ! 

18 Fasken has been d i l i g e n t t o develop the deeper gas j 

19 horizons. I n 1997, the Ling Federal No. 1 which had depleted j 

20 i n the Morrow, we attempted a Strawn completion and i t was 

21 unsuccessful. And we attempted, then, the Bone Spring 

22 completion i n t h a t w e l l . I t ' s a very small -- not a l o t of net j 

23 pay- I t was unsuccessful. Our top of cement was very close so j 

24 we could not complete i n the sands above t h a t . But the Ling j 

25 Federal No. 1, we attempted a Bone Spring re-completion I 
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1 workover i n 1997, and then again i n 2007. So we've --

2 Q. Did you say 2007 or 2003? 

3 A. 2007. 

4 Q. Okay. 

5 A. We d i d i t twice. 

6 Q. Okay. 

7 A. And t r i e d t o block squeeze t w i c e , but the zone i s 

8 not very t h i c k and there's not a l o t of net f e e t i n i t so i t 

9 was unsuccessful. 

10 Q. So would you agree w i t h Mr. Bruce's 

11 c h a r a c t e r i z a t i o n t h a t we were i n a d r i l l i n g stupor? 

12 A. Yes, I would. 

13 Q. Would you please t u r n t o what's been marked as 

14 E x h i b i t 15 and l e t ' s review t h i s packet f o r the Examiners. 

15 A. F i r s t i s a log of the Pennzoil 36 State No. 1 and 

16 i s s i m i l a r t o Dexter's logs. There's a gamma ray on the l e f t 

17 side, p e r f o r a t i o n s i n the center, p o r o s i t y on the second t r a c t , 

18 the t h i r d t r a c t i s the r e s i s t i v i t y i n f o r m a t i o n . And the 

19 p e r f o r a t i o n s are noted there i n what we c a l l the F i r s t Bone 

20 Spring Dolomite and the Orange Sand. 

21 Q. Okay. What's the next page i n t h i s packet? 

22 A. The next page i s the f i r s t page of the Cimarex 

23 w e l l h i s t o r y t h a t we received from Mr. Worthington, I b e l i e v e , 

24 p r i o r t o the subpoena data, but i t was a trade of i n f o r m a t i o n . 

25 And i f y o u ' l l note on t h i s w e l l h i s t o r y f o r the 
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1 Pennzoil 36 State Com No. 1 down t o the bottom, there's a 

2 r e s e r v o i r summary on t h i s page. The Bone Spring, there's 

3 p e r f o r a t i o n s noted at 10,020 t o 10,600, which we've t a l k e d 

4 about i n the OCD f i l i n g s . The date p e r f e d was December 1996. 

5 The Second Bone Spring set of p e r f s a t 9,516 t o 
6 9,554, and the data of those p e r f o r a t i o n s i s 10,097. Of course 

7 the IP t e s t r e f l e c t s the p r o d u c t i v i t y and p r o l i f i c nature of 

8 t h i s dolomite, 389 b a r r e l s a day. The next page i s a d e t a i l of 

9 the w e l l h i s t o r y . 

10 I f y o u ' l l s k i p down t o October 17th, 1997, t h a t day 

11 there was a workover where the Bone Spring -- I t h i n k what they 

12 termed the A i r s t r i p Dolomite was p e r f o r a t e d a t 9516 t o 9530 and 

13 9538 t o 9554. I t includes the A i r s t r i p and the Orange Sand. 

14 The w e l l was a c i d i z e d w i t h 4,000 g a l l o n s and i t was returned t o 

15 production as a f l o w i n g o i l w e l l . 

16 I f y o u ' l l look down at the date of February 

17 12th, 1998, there was a s h u t - i n bottom hole pressure f o r t h a t 

18 w e l l a t 3449 PSI. This data p o i n t i s on Mr. Felch's p l o t and 

19 w e ' l l show t h a t also. 

20 Q. Okay. What's the next page show? 

21 A. The next page i s the form C-103, a sundry n o t i c e , 

22 f i l e d by Mallon O i l Company A p r i l 19th, 1997, showing the 

23 re-completion from the previous p e r f o r a t i o n s i n the Atoka zone 

24 of 12,4.27 t o 437. And a re-completion t o the Bone Spring zone 

25 of 10,590 t o 10,600 and 10,020 t o 10,036. 

i 
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1 Q. Okay. Next page. 

2 A. The next page i s a form C-105, w e l l completion 

3 r e p o r t . I t h i n k we've seen t h i s one -- t h i s data already. The 

4 f i l i n g of the Bone Spring i n i t i a l Bone Spring p e r f o r a t i o n s at 

5 10,590 t o 600, 10,020 t o 36 f i l e d i n May of 1997. 

6 Q. Okay. Next page. 

7 A. The next page i s a form C-102 w e l l l o c a t i o n 

8 acreage d e d i c a t i o n p l a t . Mallon f i l e d t h i s i n May 1997 f o r the 

9 Bone Spring. They d i d dedicate 320 acres, which i s erroneous. 

10 That was s t i l l a gas w e l l d e d i c a t i o n acreage. But t h i s was 

11 c o r r e c t e d l a t e r . I t h i n k Cimarex showed us the co r r e c t e d p l a t , 

12 and w e ' l l see t h a t here i n a minute a l s o . 

13 Q. Okay. Next page. 

14 A. Next page i s a C-104, request f o r allowable and 

15 a u t h o r i z a t i o n t o t r a n s p o r t . I t shows the p e r f o r a t i o n s a t 

16 10,590 t o 10,6000 and 10,020 t o 36. This i s again the Apache 

17 Bone Spring F i e l d , the Pennzoil 36 State No. 1. And t h i s was 

18 f i l e d October 24th, 2007 a f t e r the p e r f o r a t i o n s were done i n 

19 the 9500 f o o t zone i n the A i r s t r i p Dolomite zone. So Mallon 

20 reported t h i s as an incomplete p e r f o r a t i o n record. 

21 Q. Does t h a t say 1997? I know i t ' s kind of hard t o 

22 read. 

23 A. I t t h i n k t h a t ' s what i t says. I t ' s very 

24 d i f f i c u l t . I t ' s from the downloaded -- i t was prepared i n 
25 June, f i l e d and received here i n '97. 
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1 Q. Okay. What's the next page t o show us? 

2 A. The next page also shows a form C-102, w e l l 

3 l o c a t i o n and p l a t . We've seen t h i s a l s o . I t was a c o r r e c t i o n 

4 of the previous. I t shows dedicated 40 acres f i l e d October 24, 

5 1997. Again, t h a t ' s a week a f t e r the p e r f o r a t i o n s i n the --

6 the upper p e r f o r a t i o n s were shot i n the A i r s t r i p Dolomite zone. 

7 Q. And the f i n a l page i n t h i s packet? 

8 A. The f i n a l page i s j u s t a change of operator form, 

9 C-104 showing t h a t Gruy Petroleum Management, I t h i n k the 

10 Cimarex predecessor, became the operator as 

11 of September 1st, 2001. 
12 Q. Are you aware of the i n t e r v a l t h a t was p e r f o r a t e d 

13 i n 1997 was ever reported t o the D i v i s i o n by Mallon or Cimarex? 

14 A. I am not aware i f there has been any r e p o r t i n g a t 

15 a l l f o r those p e r f s . 

16 Q. Okay. Mr. Brown, i f you would please t u r n t o 

17 Fasken E x h i b i t 16 and review t h a t f o r the Examiners. 

18 A. I may need a copy of t h a t one. This i s j u s t a 

19 t a b u l a t i o n of the pressure volume temperature data f o r the 

20 r e s e r v o i r and the f l u i d s , the Apache Ridge-Bone Spring pool. 

21 The r e s e r v o i r temperature i s 140 degrees, o i l g r a v i t y of about 

22 40 degrees API. I n i t i a l r e s e r v o i r pressure at a datum of 5850 

23 subsea. I'm using 3814 PSI. I t h i n k Mr. Felch was very close 

24 to t h a t at 3770. 

25 The bubble p o i n t pressure -- and I ' l l show you t h a t 
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1 estimate -- a t 2500 PSI; formation volume f a c t o r 1.50; s o l u t i o n 

2 g a s / o i l r a t i o of 1,110 standard cubic f e e t per b a r r e l ; o i l 

3 v i s c o s i t y of about .8; gas g r a v i t y .81; formation water g r a v i t y 

4 of 1.09; and t o t a l d i s s o l v e d s o l i d s of the formation of water, 

5 162,000 p a r t s per minute. So t h i s was the basis f o r the r e s t 

6 of the data here. 

7 Q. That we're about t o review? 

8 A. Yes. 

9 Q. Okay. Let's t u r n , then, t o E x h i b i t No. 17. 

10 A. E x h i b i t No. 17, the f i r s t page i s a t a b u l a t i o n of 

11 the Apache Ridge-Bone Spring pool bottom hole pressure data. 

12 And we've seen t h i s t a b l e almost e x a c t l y from Mr. Felch, and 

13 t h i s data was provided by Cimarex, and I agree w i t h Dexter t h a t 

14 data g a t h e r i n g by Cimarex has been e x c e l l e n t and good 

15 i n f o r m a t i o n . 

16 What you have here i s these pressures -- and they are 

17 bottom hole pressures -- they're i n order of the date taken 

18 w i t h the o l d e s t being the f i r s t and youngest or the most recent 

19 being the l a s t . And what I have here i s the w e l l , the date 

20 t h a t the p e r f o r a t i o n s were made, what the p e r f o r a t i o n s were 

21 t h a t c o n t r i b u t e d t o t h i s pressure, and what the date of the 

22 buildup i s where the pressure was taken. 

23 And then we made a -- w e l l , we have also a depth o f 

24 where the pressure was taken i n the w e l l bore. We made a 

25 gradient c o r r e c t i o n and put ev e r y t h i n g i n a s i m i l a r datum of 
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1 minus 5850 subsea. And I wanted t o p o i n t out two things -- two 

2 pressures from the one w e l l , the Pennzoil 36 No. 1. The very 

3 f i r s t l i n e , look at the date, February 1998. The pressure on 

4 the f a r r i g h t at minus 5850 i s 3,424 PSI. 

5 I n about the middle of the page f o r the Pennzoil 36 

6 State No. 1 at a date of October 17, 2007, the bottom hole 

7 pressure a t minus 5850 i s 1638 PSI. And t h a t was the w e l l t h a t 

8 made 500,000 b a r r e l s i n excess. 

9 Q. Okay. Let's t u r n t o the next page then, which i s 

10 the bottom hole pressure h i s t o r y . 

11 A. This i s a g r a p h i c a l p l o t f o r the bottom hole 

12 pressures f o r each w e l l versus the time f o r i t taken, almost 

13 i d e n t i c a l — I guess i t i s i d e n t i c a l -- t o Mr. Felch 1s p l o t t e d 

14 graph. What I want t o note there i s i n the f a r l e f t , the 

15 highest pressure -- I've got some pressures t h a t are connected 

16 by a dashed l i n e , and t h a t ' s the Pennzoil 36 No. 1 w e l l -- the 

17 i n i t i a l pressure i n about February 1998 i s 3400 pounds. 

18 I don't have i t w r i t t e n t h e r e , but t h a t ' s the 

19 number -- the ol d e s t and the highest pressure f o r the 
20 Pennzoil 36 State No. 1. And i f y o u ' l l note down t o about 

21 2007, the end p o i n t of t h a t dashed l i n e t h a t represents the 

22 lowest measured pressure i n 2007 i s 1638 PSI. 

23 What's important on t h i s map t o show i s t h a t j u s t 

24 above t h a t l a s t Pennzoil 36 State No. 1 p o i n t , the lowest p o i n t 

25 there, i s a grouping of data p o i n t s f o r the w e l l s and the 
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1 bottom hole pressures f o r the wells at the date about 19 ,-- or I 

2 2007, i n the year 2007. ! 

3 And there's about seven w e l l s , t h a t group th e r e , i n 

4 the vicinity of this well. They're not only from the Pennzoil I 

5 side, but also the Mescalero 36 -- or the 30 -- lease. But the | 

6 grouping of the data of about seven w e l l s show bottom hole | 

7 pressures between 2200 PSI i n the Pennzoil 36 State 7 t o 

8 1638 PSI i n t h a t Pennzoil 36 No. 1. I 

9 So the r e s e r v o i r pressure had been depleted at t h i s j 

10 time i n i t s p r o d u c t i o n h i s t o r y a f t e r 800-something thousand 1 

11 b a r r e l s or more had been produced. The r e s e r v o i r had been j 

12 depleted from i t s i n i t i a l pressure, which we agree was about | 

13 3800 PSI, down t o i n the v i c i n i t y of 1900, 1950 PSI by v i r t u e i 

i 
14 mostly of the production from the two b i g w e l l s , the j 

15 500,000-barrel w e l l and the 300,000-barrel w e l l . J 

16 Q. Which two we l l s are those? j 

17 A. The 530,000 cum w e l l i s the Pennzoil 36 State No. j 

18 1, and then the Mescalero 30 Federal No. 1 produced 296,000 j 

19 barrels. So those wells were the previous -- the two wells I 

20 t h a t c o n t r i b u t e d t o the greatest p r o d u c t i o n h i s t o r y . And I 

21 b e l i e v e those are the ones t h a t c o n t r i b u t e d t o t h i s p r o d u c t i o n ! 

22 d e c l i n e or the pressure decline and reduced prod u c t i o n pressure 

23 i n the t o t a l r e s e r v o i r . 

24 And t h i s also agrees w i t h the co n t e n t i o n and j 

25 agreement w i t h the g e o l o g i c a l and also Mr. Felch t h a t the j 
i 
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1 dolomite zones are pressure communicated even though there's --

2 we can c o r r e l a t e two or three zones across the f i e l d , the 

3 pressure communication i s th e r e . We're d e p l e t i n g the e n t i r e 

4 dolomite r e s e r v o i r from the w e l l bores t h a t are produced from 

5 i t at t h i s l e v e l here, from 3800 PSI t o about a l i t t l e less 

6 than 2000 PSI. 

7 The l a s t t h i n g on t h i s p l o t i s a couple of anomalous 

8 p o i n t s . The very top i s a blue X and t h a t ' s the Mescalero B 29 

9 No. 1. That's a pressure out of the upper sand. That's a f r a c 

10 j o b , so t h a t ' s not r e l e v a n t . The next w e l l i s -- or the next 

11 p o i n t down i s the Pennzoil 36 State No. 5, which i s 3300 PSI, 

12 and i t ' s an anomalous p o i n t . I t h i n k i t ' s i n Mr. Harmon's 

13 sand, and t h a t ' s why the pressure i s high t h e r e . 

14 And then t h i s bottom one, t h a t open square, the 

15 Pennzoil 36 State No. 3. That pressure, there's something 

16 wrong. There's a l i n e running or some mechanical problems, i n 

17 my op i n i o n , t h e r e . That's why i t ' s set a 500 PSI. I don't 

18 t h i n k production had anything t o do w i t h t h a t . 

19 Q. Okay. Let's t u r n t o your next page here, t h i s 

20 nine s e c t i o n map. 

21 A. This map i s a nine s e c t i o n map w i t h Section 31 

22 being i n the center, and i t shows the bottom hole pressure 

23 measurements i n blue below the w e l l symbol f o r the wells t h a t 

24 we've had on the graph. What I want t o p o i n t out i s the two 

25 w e l l s we've been discussing, the Pennzoil 36 No. 1 i n Unit I i n 
| 

i 
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1 Section 36 at a pressure of 1638 PSI. 

2 Up i n s e c t i o n 30, the Mescalero 30 Federal No. 1. 

3 I've got a pressure of 1800 PSI on i t . That's an estimated 

4 because the Mescalero 30 No. 6, which I t h i n k i s i n the 

5 southwest of the southeast, t h a t was an a c t u a l measurement, 

6 1812 PSI. So the No. 1, which produced and depleted t h a t zone, 
7 i t had t o be less pressure. 

8 Q. Okay. 

9 A. So from Pennzoil 1 t o the Mescalero 30 No. 1, 

10 we've got s i m i l a r pressures across the f i e l d i n the d i r e c t i o n 

11 t h a t ' s across the Fasken Section 31. 

12 Q. Okay. Let's t u r n t o your next map. 

13 A. This next map i s the nine w e l l s , and i t ' s j u s t a 

14 contour of those pressure p o i n t s . I t ' s a v i s u a l t o show you 

15 what the o r i g i n a l r e s e r v o i r pressure was on the outside and 

16 then i t shows the r e s e r v o i r pressure r e d u c t i o n and about where 

17 t h a t pressure r e d u c t i o n has occurred. And t h i s agrees 

18 s i m i l a r l y w i t h the net pay isopachs t h a t we've used and t h a t 

19 Dexter used and w e ' l l be using f o r our o i l i n place. 

20 A couple of thi n g s I want t o p o i n t out t o t h i s map. 

21 I f y o u ' l l note the Pennzoil 36 No. 1 Well, Section I of 

22 Section 36 -- Unit I of Section 36 -- a pressure of 1638 PSI. 

23 The n o r t h o f f s e t t o t h a t w e l l i s the Pennzoil B 36 No. 1, which 

24 was d r i l l e d i n l a t e 2006, t h a t pressure was taken -- t h i s 

25 pressure was taken sometime a f t e r t h a t , but at 1,984 PSI, 
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1 t h a t ' s 1320 f e e t away. So t h i s Pennzoil Well made 500,000 

2 b a r r e l s over 10 years. And the new w e l l n o r t h of i t 1320 f e e t 

3 away encountered a reduced pressure l i k e you'd expect from a 

4 dolomite zone. 

5 And the w e l l n o r t h of t h a t one, the northeastern 

6 w e l l , t h a t Pennzoil 36 B 7, a high p r o d u c t i v i t y w e l l , t h a t w e l l 

7 was d r i l l e d i n 2008, I b e l i e v e . That pressure number i s -- and 

8 i t measured a pressure of 2254 PSI. So by v i r t u e of the 

9 production h i s t o r y from the 500,000-barrel w e l l t o the 

10 Pennzoil 36 No. 1 and t h a t Mescalero 30 No. 1, the 

11 300,000-barrel w e l l , those are the main causes f o r the 

12 r e d u c t i o n of pressure i n these subsequent d r i l l i n g s . And t h a t 

13 n o r t h w e l l i s h a l f a m i l e . So t h a t t e l l s you how f a r away 

14 those dolomites can d r a i n . 

15 Q. Okay. I ' l l ask you, then, t o t u r n t o E x h i b i t 18 

16 and, i n the i n t e r e s t of time, i f y o u ' l l give us a b r i e f summary 

17 of what t h i s f i r s t page i s showing us. 

18 A. The f i r s t page i s j u s t -- i t ' s a page out of the 

19 C r a f t & Hawkins r e s e r v o i r engineering -- petroleum engineering 

20 book, textbook. What i t shows -- and the p o i n t of t h i s red 

21 l i n e i s t o show you how a s o l u t i o n - g a s - d r i v e r e s e r v o i r 

22 behaves -- how the pressure behaves versus cumulative 

23 production. 

24 I f you're producing above the bubble p o i n t , y o u ' l l 

25 have a l i q u i d expansion time p e r i o d . That's the f i r s t l i t t l e 
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1 segment there and i t ' s a steep d e c l i n e i n pressure. When the 

2 bubble p o i n t i s reached, the pressure r e d u c t i o n versus 

3 cumulative i s a f a t t e r p lateau, less r e d u c t i o n . I t ' s a time 

4 when gas expansion i s t a k i n g place i n the r e s e r v o i r and the 

5 v o i d i s taken up by increased gas space. 

6 And then a f t e r -- at some p o i n t , a c r i t i c a l gas 

7 s a t u r a t i o n i s reached and we have f r e e gas producing and 

8 there's a more r a p i d d e c l i n e i n pressure and cumulative 

9 p r o d u c t i o n . So t h i s i s j u s t a c l a s s i c a l example of pressure 

10 behavior versus cumulative f o r a s o l u t i o n - g a s - d r i v e r e s e r v o i r . 

11 Q. Okay. Let's t u r n t o your next page. 

12 A. This i s a graph of the Pennzoil 36 State No. 1 

13 produ c t i o n p l o t , a c a r t e s i a n p l o t , d a i l y o i l production r a t e i n 

14 green and i t ' s the d a i l y o i l / g a s r a t i o i n the pink. What I 

15 want t o show i s there i s two l i n e segments t h a t I've draw on 

16 t h i s g a s / o i l r a t i o curve. The f i r s t one being what I 

17 represent — or what I b e l i e v e the r e s e r v o i r pressure -- the 

18 i n i t i a l s o l u t i o n g a s / o i l r a t i o i s i n t h i s r e s e r v o i r 1110 

19 standard cubic f e e t per b a r r e l . 

20 The next l i t t l e segment i s a d e c l i n e i n g a s / o i l r a t i o 

21 i n d i c a t i n g you're beyond the bubble p o i n t , you have no fr e e 

22 gas. The only gas you're producing i s what's i n the o i l and 

23 not as much gas can be i n the o i l at lower pressure, so they 

24 have d e c l i n e i n the g a s / o i l r a t i o . 

25 And then the t h i r d segment of the GOR increase, 
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1 there's an increase i n the GOR a f t e r a c e r t a i n percentage of 

2 the c r i t i c a l gas s a t u r a t i o n t h a t i s reached and you have f r e e 

3 gas t h a t w i l l f l o w again. 

4 But the p o i n t I want t o make i n t h a t l i t t l e box there 

5 i s t h a t I b e l i e v e the drainage area of t h i s Pennzoil 36 State 

6 No. 1, the drainage area t h a t t h i s w e l l has been producing out 

7 of, the 500,000 b a r r e l s , mostly dolomite, t h a t drainage area, 

8 the pressure was reduced t o the bubble p o i n t a t about the year 

9 1999. 

10 Q. Why i s t h a t important t o p o i n t out f o r the 

11 behavior of the r e s e r v o i r ? 

12 A. Well, i t gives me a f i e l d estimate of when the 

13 bubble p o i n t happened. And since we don't have any t r u e lab 

14 r e s u l t i n f o r m a t i o n f o r the r e s e r v o i r o i l , we had t o i n f e r i t 

15 from some other way. 

16 Q. Okay. What's your next graph about? 

17 A. The next f l o o d -- and I t h i n k there's a corrected 

18 copy. 

19 This i s again, the pressure versus time p l o t . And 

20 I've noted i n a t h i c k dashed l i n e the pressure r e d u c t i o n from 

21 i n i t i a l t o the f i n a l p o i n t on the Pennzoil 36 State No. 1. And 

22 then the red l i n e -- i f y o u ' l l look on i t on the p l o t — i s 

23 what I t h i n k i s a more reasonable pressure r e d u c t i o n versus 

24 time behavior f o r t h i s s o l u t i o n - g a s - d r i v e r e s e r v o i r i n t h i s 

25 w e l l bore. 
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1 And so t h i s i s important. I'm going t o use t h i s f o r 

2 m a t e r i a l balance t o estimate drainage area o i l i n place f o r the 

3 r e s e r v o i r . And t h i s i s the pressure versus time and t r a n s l a t e d 

4 i n t o pressure versus cumulative t h a t w e ' l l be using. 

5 Q. Okay. Your next p l o t ? 

6 A. The next p l o t i s j u s t a graph of the r e s e r v o i r 

7 formation volume f a c t o r versus pressure. I've shown three 

8 curves i n absence of any l a b - d e r i v e d pressure volume 

9 temperature -- l e t me go back f o r a second. What we're leading 

10 up t o i s m a t e r i a l balance a n a l y s i s . 

11 There's two in p u t s t h a t are important: Pressure 

12 volume temperature of the r e s e r v o i r f l u i d , and r e s e r v o i r 

13 pressure versus cumulative. And t h a t ' s what we're t a l k i n g 

14 about here. There's a -- c o r r e l a t i o n s are t y p i c a l l y used f o r 

15 bubble p o i n t , and you can see some popular c o r r e l a t i o n s t h a t 

16 are used. Our data f o r a Vasquez-Beggs bubble p o i n t , the blue 

17 l i n e would show -- excuse me. I've got these backwards. I 

18 apologize. 

19 The green dots are a c t u a l l y the Vasquez-Beggs bubble 

20 p o i n t at 3750, the higher p o i n t . And the blue i s the 

21 Lasater-Standing c o r r e l a t i o n at 3,063 PSI. And the red i s a 

22 c o r r e c t e d bubble p o i n t versus pressure curve t h a t I got from 

23 the software t h a t we use f o r the m a t e r i a l balance. And i t has 

24 a f e a t u r e where you can c o r r e c t f o r f i e l d - o b s e r v e d bubble 

25 p o i n t . And t h a t ' s what t h i s represents. 
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1 Q. Okay. Next graph? 

2 A. The next graph i s j u s t a p l o t of bubble p o i n t 

3 versus pressure. Z f a c t o r versus pressure and o i l s o l u t i o n gas 

4 r a t i o versus pressure. 

5 Q. A l l r i g h t . And the f i n a l graph i n t h i s packet of 

6 e x h i b i t s ? 

7 A. That's a p l o t of d a i l y production r a t e and 

8 g a s / o i l r a t i o versus cumulative. I t also shows our estimated 

9 r e s e r v o i r pressure versus cumulative superimposed there w i t h 

10 the brown dots. 

11 Q. Okay. Mr. Brown, l e t ' s t u r n t o E x h i b i t No. 19 t o 

12 review your m a t e r i a l balance a n a l y s i s . 

13 A. What I want t o p o i n t out here i s t h i s i s the 

14 r e s u l t s output f o r the m a t e r i a l balance program we u t i l i z e . 

15 I t ' s an IHS Energy product a v a i l a b l e commercially. I t ' s c a l l e d 

16 OilWat. This program was developed by Texaco i n the 1990s, and 

17 there's an SPE paper t h a t d e t a i l s how i t was developed. That 

18 SPE paper number i s 24437, f o r your i n f o r m a t i o n . Mr. Felch 

19 used a PERFORM an a l y s i s . I t h i n k t h a t ' s from the same company, 

20 IHS Energy. This i s a s i m i l a r program from IHS Energy, but 

21 i t ' s a m a t e r i a l balance program. The f i r s t p r i n t o u t here, the 

22 f i r s t p l o t , t o estimate -- the idea i s t o estimate what the 

23 r e s e r v o i r pressure -- the o r i g i n a l i n place i s f o r the s o l u t i o n 

24 gas r e s e r v o i r . 

25 What I want t o show i s t h i s i s the p l o t of production 
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1 which i s F versus E sub T t o t a l i s what i t i s . I t ' s a 

2 production versus expansion p l o t . And i t ' s a g r a p h i c a l 

3 estimate w i t h the slope of t h a t l i n e f i t t i n g the data p o i n t s i s 

4 equiv a l e n t t o the o r i g i n a l i n place. 

5 And what we have here, t h i s data set i s c a l c u l a t e d 
6 o r i g i n a l o i l i n place of about 9.187 m i l l i o n b a r r e l s of 

7 o r i g i n a l o i l i n place. That's from the m a t e r i a l balance. And 

8 a m a t e r i a l balance i s b a s i c a l l y an i n v e n t o r y of what was i n the 

9 r e s e r v o i r o r i g i n a l l y and what's i n the r e s e r v o i r l a t e r . 

10 And there's also a good agreement i n the p o i n t s t h a t 

11 do not allow standard d e v i a t i o n , which gives credence t o i t . 

12 So I t h i n k t h i s i s a good estimate of r e s e r v o i r o r i g i n a l o i l i n 

13 place using m a t e r i a l balance. 

14 Q. Okay. Next page? 

15 A. The next page i s j u s t a t a b l e of those p l o t t e d 

16 data p o i n t s . The next page i s j u s t a p l o t of the pressure data 

17 p o i n t s versus cumulative and i n the dashed l i n e i s the 

18 simulated pressure p o i n t s . And we have a good pressure match 

19 there. 

20 Then the next graph i s , again, t h i s b a r r e l s o i l per 

21 day -- on a l o g rhythmic scale — versus cumulative o i l . You 

22 have the o i l r a t e i n green, g a s / o i l r a t i o , cumulative g a s / o i l 

23 r a t i o . And I also have some e x t r a p o l a t i o n s f o r the pressures 

24 t h a t -- we have the pressure also, the pressure versus 

25 cumulative. And i n the pressure versus cumulative has a --
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1 w e l l , the m a t e r i a l balance program, the OilWat program w i l l 

2 p r e d i c t f u t u r e pressure response as continued cumulative o i l i s 

3 produced. So I'm showing the estimated r e s e r v o i r pressure 

4 response as more o i l i s produced from t h i s r e s e r v o i r . And we 

5 are t a k i n g i n from c u r r e n t pressure of about 1900 PSI down t o a 

6 500 PSI u l t i m a t e abandonment pressure. So i t ' s an 

7 e x t r a p o l a t i o n . 

8 But what I want t o show you i s the c u r r e n t cumulative 

9 i s about 1.06 m i l l i o n b a r r e l s of o i l produced. The i n p o i n t at 

10 500 PSI on t h i s estimate would suggest a cumulative production 

11 f o r t h i s r e s e r v o i r at 1.75 m i l l i n b a r r e l s , about 700,000 

12 b a r r e l s more. I f you take t h a t 1.75 m i l l i o n b a r r e l u l t i m a t e 

13 recovery, d i v i d e i t by the m a t e r i a l balance of 9.18 m i l l i o n 

14 b a r r e l s of o i l i n place, we're e s t i m a t i n g recovery f a c t o r based 

15 on m a t e r i a l balance. 

16 Q. Okay. Your f i n a l page i n t h i s e x h i b i t ? 

17 A. This page i s j u s t a c a l c u l a t i o n of s t a t i s t i c a l 

18 o i l recovery percentage f o r o i l and gas f o r s o l u t i o n - g a s - d r i v e 

19 r e s e r v o i r s . This was done by API B u l l e t i n D14 under the 

20 s u p e r v i s i o n of J.J. Arps i n 1967. You see the inputs t h a t are 

21 there and we i n p u t the data f o r the Apache Ridge-Bone Spring 

22 i n f o r m a t i o n . I t c a l c u l a t e s an expected recovery f a c t o r of 

23 17 percent. So we're i n the b a l l p a r k . M a t e r i a l balance i s 19. 

24 This s t a t i s t i c a l says 17 percent, so t h a t ' s what we can expect 

25 as recovery, about 19 percent of the o i l i n place from a 
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1 s o l u t i o n - g a s - d r i v e r e s e r v o i r . 

2 Q. Mr. Brown, please t u r n t o E x h i b i t No. 20 and 

3 review f o r the Examiners t h i s packet. 

4 A. This i s the l o g date sheet? 

5 Q. I b e l i e v e so. You have tha t ? 

6 A. Yes. I'm j u s t making sure we're on the -- okay. 

7 That concluded the m a t e r i a l balance estimate. Mr. Felch said 

8 the v o l u m e t r i c s was d i f f i c u l t t o show the o i l i n place. 

9 Another step could have been taken, and I d i d t h a t i n the 

10 m a t e r i a l balance t o show o i l i n place of 9 m i l l i o n b a r r e l s . 

11 We have done also a v o l u m e t r i c o i l i n place 

12 c a l c u l a t i o n . This i s the basis f o r Mr. Harmon's PhiH isopach 

13 maps. I t ' s j u s t a t a b u l a t i o n of the i n d i v i d u a l w e l l l o g 

14 i n f o r m a t i o n , the log-derived data f o r each dolomite zone. Of 

15 course, the dolomite zone i s the most p r o l i f i c and c o n t r i b u t e d 

16 the l a r g e s t amount of cumulative p r o d u c t i o n i n the f i e l d . 

17 So y o u ' l l see t h a t we have a l i s t f o r every w e l l i n 

18 the f i e l d , the s e c t i o n , township, range, the operator, lease 

19 name, w e l l number, the API s e r i e s , p e r f o r a t e d i n t e r v a l . 

20 And the l a s t h a l f of t h i s t a b l e j u s t shows f o r each 

21 of our dolomite zones t h a t Dexter has i d e n t i f i e d , the net pay, 

22 average p o r o s i t y , and then the PhiH. These are the data p o i n t s 

23 t h a t went i n t o the isopach maps. 

24 Q. Okay. Let's t u r n t o the next page. 

25 A. Okay. This i s a graph and I have a -- not a 
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1 graph, but a map. And I have some c i r c l e s on here. The c i r c l e 

2 of the w e l l -- the blue c i r c l e -- the w e l l shows where the blue 

3 c i r c l e , these are sand -- Bone Spring Sand producers only. 

4 They're not produced from the dolomite. And I have a l i n e 

5 drawn here which represents the s t r u c t u r e subsea of about minus 

6 5875. 

7 Below t h a t i t i s our opinion t h a t there's a dolomite 

8 pinch out. There's not much of a c o n t r i b u t i o n from the 

9 dolomite. The p e r m e a b i l i t y i s poor. So the o i l i n place f o r 

10 volumetrics i s c a l c u l a t e d above t h i s o i l / w a t e r content -- not 

11 o i l / w a t e r content. Excuse me -- pinch out. Down-dip pinch 

12 out, subsea l e v e l . 

13 Q. Okay. Next page? 

14 A. I ' l l need a copy of those, I t h i n k . The f i r s t 

15 t a b l e here, t h i s i s the Apache Ridge-Bone Spring pool, the 

16 o r i g i n a l i n place v o l u m e t r i c s . And what I've done here i s I've 

17 showed the dolomite pay c r i t e r i a again t h a t Mr. Harmon had 

18 mentioned. I'm using a s a l t w a t e r -- a water s a t u r a t i o n 

19 estimate of about 25 percent. I t h i n k Mr. Felch used t h a t i n 

20 one of these zones c a l c u l a t i n g r e s i s t i v i t y or s a t u r a t i o n i s 

21 everywhere, but t h i s i s a reasonable estimate. 

22 A minimum cross block p o r o s i t y i s 3 percent. Of 

23 course, we v e r i f i e d t h a t from the core data provided, some very 

2 4 good data. And a maximum gamma ray of 7 8 API u n i t s . Maximum 

25 r e s i s t i v i t y of 500 ohms. I n loo k i n g at the data, we saw t h a t 
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1 anything above t h a t i n d i c a t e d too much t i t l e rock and perm was 

2 too low t o include as pay. 

3 So i f you look on the f a r l e f t side of the t a b l e , I 

4 show township and range. But these are vol u m e t r i c s by s e c t i o n . 

5 And i f y o u ' l l look at the bottom l i n e , r e a l l y , the -- w e l l , by 

6 s e c t i o n and how each -- and how many we l l s are i n t h i s s e c t i o n 

7 t h a t c o n t r i b u t e t o the dolomite zone, and we've got v o l u m e t r i c 

8 o i l i n place f o r each dolomite r e s e r v o i r or zone, the Upper 

9 Bone Spring, the zone we c a l l the Tween, i t ' s between, and then 

10 the F i r s t Bone Spring Dolomite. We have a t o t a l v o l u m e t r i c 

11 o r i g i n a l o i l i n place under each lease i n each s e c t i o n 

12 t o t a l l i n g 9,251,000 b a r r e l s , the v o l u m e t r i c estimated r e s e r v o i r 

13 o i l i n place. I d i d the m a t e r i a l balance independent of what 

14 Dexter d i d . This v o l u m e t r i c was c a l c u l a t e d a f t e r the m a t e r i a l 

15 balance was done. I t ' s an odd coincidence, but i t ' s 9 m i l l i o n 

16 b a r r e l s of o r i g i n a l o i l i n place. I t h i n k i t ' s s u b s t a n t i a l 

17 t h a t i t ' s s i m i l a r . That's the main p o i n t of t h a t . 

18 Q. Okay. Let's t u r n t o the next page. 

19 A. The next i s a c o n t i n u a t i o n of the same t a b l e , but 

20 I've added t o the vo l u m e t r i c o i l i n place. I've added a column 

21 f o r cumulative o i l f o r each s e c t i o n . There's a c u r r e n t 

22 recovery c a l c u l a t i o n . Now t h i s i s based on the estimated 19 

23 percent recovery oh, excuse me. The c u r r e n t recovery f a c t o r 

24 i s based on the t o t a l cumulative o i l d i v i d e d by the vo l u m e t r i c 

25 o i l i n place. 
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1 And y o u ' l l see there's two numbers of importance 

2 th e r e . I n Section 30, there's been cumulative production of 

3 over 300,000 b a r r e l s . The o r i g i n a l o i l i n place i n the 

4 dolomite i n t h a t s e c t i o n , 1.9 m i l l i o n b a r r e l s . That represents 

5 a cu r r e n t recovery now at 17 percent. That's why the pressure 

6 i s down less than -- or about h a l f of what i t s t a r t e d a t . 

7 Also i n Section 36 note, please, the vo l u m e t r i c 

8 o r i g i n a l o i l i n place under Section 36 i s 2.8 m i l l i o n b a r r e l s . 

9 And cu r r e n t cumulative i s 716,000 b a r r e l s , which i s good 

10 performance. And t h a t i s a c u r r e n t recovery f a c t o r compared t o 

11 a v o l u m e t r i c of 25 percent. 

12 So the next column i s estimated recovery assuming 

13 19 percent of a recovery f a c t o r f o r s o l u t i o n gas. And y o u ' l l 

14 see t h a t under Section 36, the Cimarex productions has exceeded 

15 the vo l u m e t r i c o i l i n place from an expected 19 percent t o w e l l 

16 over -- up t o 25 percent. And i n t h a t Section 30, the cu r r e n t 

17 production i s at 17 percent of the v o l u m e t r i c o i l i n place. 

18 And i t w i l l probably exceed the 19 percent. 

19 So the c o l l u s i o n there and the bottom l i n e t h a t I 

20 made i s t h a t a l l the production from the primary recovery i s 

21 greater than 19 percent and must be coming from adjacent 

22 t r a c t s . 

23 MR. EZEANYIM: Excuse me. Before you go, I don't 

2 4 know how long you're going t o be, but I need to do something by 

25 4 o'clock and I don't want t o be l a t e . Could you hold your 
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1 thought and the witness on E x h i b i t 21? I s t h a t where we're 

2 going? 

3 MS. MUNDS-DRY: Yes. 

4 MR. EZEANYIM: Okay. Let's leave i t there, and we 

5 need t o take a 30-minute break. I thought by now we would be 

6 done. I know you have some more t o do, and you're going t o get 

7 t h i s , so a f t e r I get done w i t h what I'm going t o do, w e ' l l 

8 continue. 

9 MS. MUNDS-DRY: Okay. 

10 MR. EZEANYIM: I thought we would be done by now. 

11 MR. BRUCE: I can t e l l you I'm not going t o have too 

12 many more questions. 

13 MR. EZEANYIM: Okay. Very good. When we come back, 

14 w e ' l l do t h a t . I t h i n k she s t i l l has more time t o go. We'll 

15 be back around 4:30. 

16 [Recess taken from 3:59 p.m. t o 4:56 p.m., and 

17 testimony continued as f o l l o w s : ] 

18 MR. EZEANYIM: Okay. Let's go back on the record and 

19 continue from where we stopped. Where d i d we stop, Ms. Munds? 

20 MS. MUNDS-DRY: Mr. Examiner, I t h i n k we were j u s t 

21 t u r n i n g t o E x h i b i t 21. 

22 Q. (By Ms. Munds-Dry): Mr. Brown, would you e x p l a i n 

23 t h i s e x h i b i t ? 

24 A. This i s the pressure b u i l d i n g ? Okay. This i s 

25 the f i r s t page. I t ' s the main --
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1 MR. EZEANYIM: Excuse me. Mr. Brown, could you speak 

2 a l i t t l e louder so I can hear you? A l i t t l e louder. 

3 A. A l l r i g h t . This i s a pressure buildup a n a l y s i s 
4 on the Pennzoil B State No. 1 t h a t was conducted back i n 

5 November 2006 e a r l y i n the l i f e of t h i s new w e l l , and the 

6 pressure b u i l d u p i n d i c a t e s -- these are the r e s u l t s , the f i r s t 

7 page, a t t h a t f a r r i g h t side i n the red boxes -- a p e r m e a b i l i t y 

8 of 28 m i l l i d a r c i e and t h i s i s mostly a dolomite completion. 

9 And so i t shows an e x c e l l e n t p e r m e a b i l i t y of the 

10 r e s e r v o i r . The i n i t i a l or the P I , the f i n a l pressure of the 

11 bu i l d u p , the e x t r a p o l a t e d pressure f o r t h i s w e l l i s 2110 PSI. 

12 And t h i s w e l l -- or t h i s a n a l y s i s was done -- a f t e r a 36-hour 

13 pr o d u c t i o n t e s t at 112 b a r r e l s a day r a t e . And w i t h t h a t 

14 s h u t - i n , p r o d u c t i o n time and a 72-hour bui l d u p , we have a 

15 radius of i n v e s t i g a t i o n of 1680 f e e t , which i s w e l l beyond a 

16 160-acre area. That t r a n s i e n t can a f f e c t the distance. 

17 This also -- I ' l l have t o jump r i g h t t o the l a s t page 

18 of t h i s a n a l y s i s , and t h i s i s a l o g - l o g w i t h a d e r i v a t i v e curve 

19 and i t k i n d of shows the w e l l model t h a t we're using. I t ' s a 

20 l i t t l e hump i n the d e r i v a t i v e curve i s i n d i c a t i v e of a two 

21 p o r o s i t y system. And we're t a l k i n g about t h a t . We have a 

22 f r a c t u r e system w i t h m a t r i x feed and I t h i n k t h a t ' s how t h i s 

23 dolomite i s modeled best. 

2 4 Q. Are you t u r n i n g now t o the document t h a t looks 

25 l i k e t h i s a r t i c l e ? 
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1 A. Yeah. The next two pages are j u s t an excerpt 

2 from an SPE paper number 84282. I t j u s t shows an a c t u a l 

3 example of use f o r t h i s next methodology technique. I'm going 

4 t o mention c a l c u l a t i n g r e s e r v o i r volume of contact drainage 

5 area. This i s what's termed as a m a t e r i a l balance d e c l i n e type 

6 curve methodology. 

7 I n t h a t red box there i t t e l l s you the MBDTC. That's 

8 the acronym f o r the M a t e r i a l Balance Decline Term technology. 

9 B a s i c a l l y look down at the t h i r d or f o u r t h paragraph where i t 

10 says, "the a p p l i c a t i o n o f " -- what we're doing i s p l o t t i n g data 

11 from d a i l y p r o d u c t i o n r a t e and bottom hole production pressure 

12 w i t h time. 

13 And there are d i f f e r e n t type curves. I t can be 

14 f u n c t i o n s t h a t can be c a l c u l a t e d , and three are mentioned here; 

15 normalized r a t e , r a t i n g i n t e r v a l , r a t e d e r i v a t i v e . And w i t h 

16 three d i f f e r e n t normalized f u n c t i o n s , t h i s k ind of data you can 

17 get a -- o b t a i n a unique match or a type curve match. And so 

18 t h i s next page shows you a graph, a couple of graphs t h a t t h i s 

19 company u t i l i z e d . I t h i n k i t was Anadarco. And t h i s was also 

20 a Blessing curve. I t was devised by Texas A&M's Tom Blessing, 

21 Dr. Blessing. So t h a t p i c t u r e t h e r e , the red, blue and the 

22 black l i n e s , t h a t ' s the next -- the p i c t u r e of kind of the 

23 u t i l i z a t i o n or methodology I employed here. 

24 We took the data, the p r o d u c t i o n data, from the 

25 Pennzoil 36 State No. 1 and there are some bottom hole flow 
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1 pressure p o i n t s e a r l y i n the l i f e of the p r o d u c t i o n . This i s 

2 the w e l l t h a t made 500,000 b a r r e l s , the only w e l l producing i n 

3 a dolomite zone b a s i c a l l y , f o r a 10-year p e r i o d up u n t i l the 

4 Mescalero 30 No. 1 came o n l i n e . 

5 What I've shown here and we've used the i n p u t s f o r 

6 t h i s f o r a thickness of 33 f e e t , p o r o s i t y of 9 percent and a 

7 water s a t u r a t i o n of 25 percent, but the match of the data i s 

8 such t h a t 500,000 b a r r e l s of cumulative pro d u c t i o n came from a 

9 contacted volume estimated here at 5.9 m i l l i o n b a r r e l s t h a t 

10 would be an area of over 662 acres. That doesn't mean t h a t 

11 you're d e p l e t i n g t h a t t o zero pressure, but you're a f f e c t i n g 

12 the d r a i n i n g of t h i s p r o d u c t i o n and the way i t s d e c l i n i n g t o 

13 t h a t distance, t h a t s i z e . The volume i s independent of the 

14 thickness and i n p u t t i n g the 33 f e e t comes out w i t h the acreage. 

15 Q. Okay. Next page? 

16 A. The next p l o t i s j u s t a s i m u l a t i o n of t h i s 

17 methodology. I t takes the parameters c a l c u l a t e d and t r i e s t o 

18 r e c a l c u l a t e and simulate the pressure response and then the 

19 d a i l y p r o d u c t i o n r a t e . And e a r l y i n the l i f e , up u n t i l the 

20 f i r s t h a l f of the p r o d u c t i o n , you see t h i s l i t t l e dashed l i n e , 

21 the simulated response f o r r a t e versus time. I t matches p r e t t y 

22 w e l l w i t h a c t u a l -- the l i t t l e dashed, l i n e i s a s i m u l a t i o n of 

23 what the a c t u a l data pro d u c t i o n data was i n the red dots. The 

24 red dots s i g n i f y b a r r e l s per day versus d a i l y h i s t o r y . And so 

25 the methodology, the type curve match t h a t I have on the 

PAUL BACA PROFESSIONAL COURT REPORTERS 
a71d8009-9b47-40ae-a096-2d52502e00fa 



Page 156 

1 previous map or graph, r e s u l t s i n s i m u l a t i o n of s i m i l a r rates 

2 t h a t what we saw from the h i s t o r y there i n the w e l l . 

3 Q. Okay. What's t h i s map showing us on the next 

4 page? 

5 A. The next e x h i b i t i s a map of -- one we've seen 

6 before. This i s the pressure contour map t h a t shows the 

7 r e d u c t i o n i n pressure of the w e l l s around t h i s f i e l d . I t ' s 

8 also -- i t ' s got superimposed on i t i s an e l l i p t i c a l shape i n a 

9 black hatch t h a t s i g n i f i e s the 640 acre area elongated i n a 

10 northeast/southwest d i r e c t i o n at about a 45 degree angle which 

11 i s s i m i l a r t o the way the Apache Bone Spring dolomite was l a i d 

12 down. This i s a g r a p h i c a l -- i t ' s superimposed on the map t h i s 

13 contacted drainage area from t h i s e l l i p t i c a l area centered on 

14 t h i s Pennzoil 36 No. 1 Well i n Unit I of 36. 

15 Q. Okay. Your next map. 

16 A. The next map i s t h a t e l l i p t i c a l volume and shape 

17 superimposed on the F i r s t Bone Spring -- excuse me -- the Upper 

18 Bone Spring Dolomite PhiH contour map. And I d i d n ' t p r i n t out 

19 at mop f o r each of the three zones. I t would be s i m i l a r t o 

20 t h i s , but i t shows you the p r o x i m i t y of the m a t e r i a l balance 

21 d e c l i n e type curve methodology f o r drainage -- contacted 

22 drainage volume from the Pennzoil 36 State No. 1. 

23 Q. Again, t h i s shows 640-acre drainage? 

24 A. That's 640-acre drainage. 

25 Q. What's the next graph? 
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1 A. You have a p l o t there? 

2 Q. Do you have t h a t one? 

3 A. I probably should have gone th e r e . This graph i s 

4 again, a p l o t of d a i l y p r o d u c t i o n r a t e on a l o g a r i t h m i c scale 

5 versus time. I t has the estimated r e s e r v o i r pressure. These 

6 are my pressure d e c l i n e p o i n t s , pressure versus time, r e s e r v o i r 

7 pressure response estimate. I t also shows the -- i n the dashed 

8 l i n e s i t shows the m a t e r i a l balance d e c l i n e top curve 

9 s i m u l a t i o n of the pressure and the r a t e on t h i s format. I t 

10 j u s t shows you t h a t the s i m u l a t i o n of the data r e s u l t s on the 

11 method simulate c l o s e l y the a c t u a l pressure and r a t e . 

12 Q. What's t h i s next page show? 

13 A. Next page i s a t a b l e of the m a t e r i a l balance 

14 d e c l i n e type curve a n a l y s i s f o r the Apache Ridge-Bone Spring 

15 pool. I t ' s , of course, based on t h a t one w e l l , the Pennzoil 36 

16 State No. 1, which made over 500,000 b a r r e l s f o r a 10-year 

17 p e r i o d . And then the i n p u t data shows the operator, the lease 

18 name, the w e l l name, the i n p u t data, the net h, the thickness 

19 of 33 f e e t , p o r o s i t y 9 percent, water s a t u r a t i o n 25 percent. 

20 And the r e s u l t s -- the output r e s u l t s show a 

21 p e r m e a b i l i t y of t h a t i n f o r m a t i o n of 5 m i l l i d a r c i e perm, s k i n 

22 almost zero, drainage acreage 662 acres, contacted o i l volume 

23 5.9 m i l l i o n sub tank b a r r e l s . And then the next column there 

24 i s the 640-acre volume, the same e l l i p t i c a l volume superimposed 

25 on the PhiH maps you take the upper between zone and the lower, 
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1 the F i r s t Bone Spring Dolomite. You c a l c u l a t e the o i l i n place 

2 under j u s t the 640-acre area and get a t o t a l there 

3 v o l u m e t r i c a l l y under t h a t 640-acres of only 4 m i l l i o n b a r r e l s . 

4 Now the conclusion of t h a t t o me i s t h a t we're 

5 c o n t a c t i n g 5.9 m i l l i o n b a r r e l s , but my volumetrics I can only 

6 account f o r -- w i t h i n t h a t 640 acres, I can only account f o r 4 

7 m i l l i o n b a r r e l s . Then I expect t h a t the 640-acre contacted 

8 volume i s a minimum. I f you look a t the l a s t three columns 

9 the r e , I have cumulative o i l through February of '08 f o r t h i s 

10 w e l l , 533,000 b a r r e l s . I've got a recovery f a c t o r derived. 

11 That's based on 19 percent -- w e l l , excuse me. The recovery 

12 f a c t o r i s 10 percent and t h a t ' s from the t o t a l f i e l d 

13 production -- percentage production of the o r i g i n a l v o l u m e t r i c 

14 o i l i n place f o r the t o t a l f i e l d . So assuming t h i s w e l l also 

15 had produced 10 percent of the u l t i m a t e recover, or 10 percent 

16 of the recovery f a c t o r f o r t h a t 500,000 b a r r e l s , you would 

17 expect t o have at l e a s t a 5 m i l l i o n b a r r e l o i l the place. 

18 S t i l l , again, the e l l i p s e i s a minimum of 640-acre area f o r 

19 t h a t 5.9 m i l l i o n b a r r e l volume i s the minimum contacted area. 

20 MR. WARNELL: Mr. Brown, can I ask a question here 

21 r e a l quick before we get too f a r ahead? 

22 THE WITNESS: Yes. 

23 MR. WARNELL: I must have missed something, but back 

24 on your E x h i b i t 21 on t h a t pressure b u i l d u p , as you r e c a l l . 

25 You pointed out the p e r m e a b i l i t y 28.1 m i l l i d a r c i e s and made the 
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1 comment how high t h a t i s f o r dolomite. But yet on the sheet on 

2 the data t h a t we j u s t looked a t , you've got a perm there of 

3 5.3. 

4 THE WITNESS: Yes, s i r . Those are two d i f f e r e n t 

5 w e l l s . 

6 MR. WARNELL: I thought they were the same w e l l s . 

7 I'm s o r r y . 

8 THE WITNESS: The pressure b u i l d u p i s based on the 

9 B 36 No. 1, which i s the n o r t h o f f s e t t o t h i s 500,000 b a r r e l 

10 w e l l . But t h a t ' s one of the we l l s t h a t had good pressure 

11 b u i l d u p data. I t does i n d i c a t e t h a t there's a high 

12 p e r m e a b i l i t y i n the dolomite i n t e r v a l and t h a t you can expect 

13 t o d r a i n an extensive area producing from t h a t zone. 

14 MR. WARNELL: Okay. 

15 THE WITNESS: But the 5 m i l l i d a r c i e s of the m a t e r i a l 

16 balance can have output. Permeability and s k i n are a l i t t l e 

17 suspect. You have t o r e a l l y have a good e a r l y time pressure 

18 data. I don't have t h a t good of data w i t h the data set, so I'm 

19 s k e p t i c a l f o r e a r l y time. That 5 m i l l i d a r c i e , I wouldn't put a 

20 l o t of stock i n i t . I t h i n k i t t r u l y i s greater than t h a t . 

21 But the main p o i n t of t h i s i s the contacted volume being l a r g e . 

22 Q. (By Ms. Munds-Dry): Mr. Brown, before we get t o 

23 the l a s t e x h i b i t , I want t o hand you t h i s l o g . I guess we can 

24 include t h i s i n the packet f o r 21. Can you e x p l a i n f o r the 

25 Examiner what t h i s shows? 
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1 A. This i s a l o g of the Pennzoil 36 State No. 7. 

2 I t ' s the one p r o l i f i c producers t h a t has been presented t o us. 

3 And i t ' s , of course, the l o g , the gamma ray, the p o r o s i t y , and 

4 the r e s i s t i v i t y l o g l i k e has been on our cross s e c t i o n s . At 

5 the f a r l e f t side i s a t a b l e s i m i l a r t o what Mr. Felch 

6 presented f o r t h i s same w e l l , the p r o d u c t i o n log data. 

7 And i t has below t h a t adjacent each of these 

8 p e r f o r a t e d zone i n t e r v a l s the measured p r o d u c t i o n l o g f o r --

9 the f i r s t number being b a r r e l s of o i l per day, b a r r e l s of water 

10 per day, MCF per day, and the GOR. What I wanted t o p o i n t out 

11 i s the very bottom number. And out of t h i s p e r f o r a t i o n mostly 

12 i n the Bone Spring Dolomite, the lower most p e r f s , t h i s l o g 

13 measured an 86 b a r r e l s of o i l a day r a t e , 100 b a r r e l s of water 

14 a day -- t h a t day -- and 1,374,000 cubic f o o t of production of 

15 GOR, n e a r l y 16,000 t o 1. 

16 What i t i n d i c a t e s t o me i s t h a t lower zone i s 

17 depleted q u i t e e x t e n s i v e l y . You've got a high gas r a t e because 

18 you've produced a larg e amount of o i l from the -- e s p e c i a l l y 

19 from t h i s 500,000 b a r r e l s from the 36 State No. 1, which i s a 

20 h a l f a m i l e away. 

21 So i t ' s t r u e , and I t h i n k Mr. Felch mentioned, t h a t 

22 the production on t h i s i s as a f l o w i n g o i l w e l l , and i t i s 

23 supplemented by the high gas r a t e which acts as a gas l i f t , 

24 r e a l l y . And i t ' s because of produced pressure i n the 

25 r e s e r v o i r , and p r e f e r e n t i a l l y i n t h a t one zone l o c a l l y i n t h i s 
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1 area. So I would expect t h a t you're going to see high GORs i n 

2 a l l the zones as time goes by as p r o d u c t i o n increases. 

3 Q. Okay. Let's, t u r n t o E x h i b i t No. 22. Let's 

4 review t h i s f o r the Examiners. 

5 A. This i s the t a b l e of the c a l c u l a t e d 

6 overproduction f o r the Cimarex w e l l s . There are four of them 

7 l i s t e d : Mescalero 30 Federal No. 1, the overage c a l c u l a t e d i s 

8 10,191 b a r r e l s ; Pennzoil 36 State No. 1, the overage i s 5,692 

9 b a r r e l s ; the Pennzoil B 36 State No. 2, the overage i s 19,440 

10 b a r r e l s -- t h a t ' s l a r g e l y one month's production -- the 

11 Pennzoil B 36 No. 7 i s 13,317. So the t o t a l overproduced 

12 volume we have t o show here 48,640 b a r r e l s . 

13 Q. And what's the next t a b l e show? 

14 A. The second t a b l e , each w e l l has i t s monthly 

15 production h i s t o r y d e t a i l e d . And what we have here -- the 

16 f i r s t one i s the Mescalero 30 Federal No. 1, and i f you look at 

17 the f a r l e f t you've got the date, the o i l production f o r t h a t 

18 month, gas pr o d u c t i o n , water, the w e l l count, how many days of 

19 the month i t produced, the t o t a l o i l f o r month, t o t a l gas, 

20 t o t a l water and t h a t ' s a cumulative number, those columns, 

21 the t o t a l are -- and you have the average o i l per day r a t e , 

22 average gas per day, average water per day, and then a GOR. 

23 And then next t o the l a s t column i s the monthly 

24 allowable. That's the 275 b a r r e l a day depth bracket allowable 

2 5 times the number of days i n the month. And i t may be adjusted 
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1 f o r the GOR, the penalty of GOR i f i t ' s over 2001. So on the 

2 f a r r i g h t side would be the red numbers, any overproduced --

3 overproduction produced above the allo w a b l e . 

4 And then I t h i n k there's three pages f o r t h i s one 

5 w e l l . You go t o the bottom l i n e on i t , i t shows the overage 

6 10,191 f o r the 30 No. 1. And the other three w e l l s are handled 

7 i n s i m i l a r f a shion. The t a b l e s are the d e t a i l s and how we 

8 c a l c u l a t e d the overproduction. 

9 Q. Okay. Mr. Brown, do you have E x h i b i t No. 1 i n 

10 f r o n t of you there? For E x h i b i t No. 1, i t ' s t h i s p l a t . Do you 

11 need a copy of i t ? 

12 A. Yes. Here i t i s . 

13 Q. Are you f a m i l i a r w i t h the pool r u l e s f o r the 

14 Apache Ridge-Bone Spring pool? 

15 A. Spacing r u l e are 40 acres, yeah. 

16 Q. Something i n t e r e s t i n g occurred t o me. I n the 

17 northeast quarter, how many w e l l s are d r i l l e d i n t h a t 40? 

18 A. I t shows f i v e w e l l s t h e r e . 

19 Q. How many of them have been d r i l l e d ? 

20 A. Excuse me. There's f i v e l o c a t i o n s , f o u r of them 

21 have been d r i l l e d and but one of them was the B 6 and I don't 

22 t h i n k t h a t appears. 

23 Q. I s t h a t one more than i s allowed? 

24 A. That's one more t h a t i s allowed f o r a 40-acre 

25 spacing, yes. 
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1 Q. Okay. Mr. Brown, l e t ' s t u r n t o your engineering 

2 conclusions. A f t e r you reviewed t h i s data and the engineering 

3 i n t h i s p o o l, what can you conclude f o r the Examiners today? 

4 A. My conclusion i s using m u l t i p l e engineering 

5 methods of m a t e r i a l balance and v o l u m e t r i c and c a l c u l a t i o n s , 

6 I've got o i l i n place of about 9 m i l l i o n b a r r e l s . I ' d expect 

7 r e s e r v o i r recovery w i l l be 1.7 m i l l i o n b a r r e l s u l t i m a t e l y at a 

8 19 percent recovery f a c t o r . 

9 But what -- also I've demonstrated, I b e l i e v e , from 

10 the m a t e r i a l balance d e c l i n e curve t h a t these w e l l s are drained 

11 i n excess of 160 acres and t h a t Pennzoil 36 No. 1 which made 

12 the 500,000 b a r r e l s of o i l has drained i n excess of 640 acres. 

13 MR. EZEANYIM: One well? 

14 THE WITNESS: One w e l l has contacted and reduced the 

15 pressure out t h a t at t h a t f a u l t . Because t h a t ' s the de c l i n e 

16 curve -- type curve r e s u l t i s the contacted volume of t h a t h a l f 

17 a m i l l i o n b a r r e l s of production. I t came from a large volume 

18 of about 10 times as much as i t produced. I t had t o be 

19 contacted and d r i v e n from a volume of t h a t s i z e . And so the 

20 r e s e r v o i r pressure has been depleted from an i n i t i a l 3800 PSI 

21 down t o the cu r r e n t 2000 or l e s s . 

22 And the size of the r e s e r v o i r i s on the order of 9 

23 m i l l i o n b a r r e l s . And what we have i s t h a t Cimarex has d r i l l e d 

24 on a 40-acre d e n s i t y adjacent t o us, and the Cimarex 

25 a p p l i c a t i o n seeks t o increase the depth bracket allowable f o r 
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1 each 40-acre p r o r a t i o n u n i t up t o 1300 b a r r e l s a day. That's 

2 4.7 times the c u r r e n t depth bracket allowable of 275 b a r r e l s a 

3 day, two and a h a l f times the 160 acres allowable at 

4 515 b a r r e l s a day. 

5 So the Cimarex a p p l i c a t i o n , i f granted, would 

6 increase or would a c c e l e r a t e , i n my op i n i o n , the drainage from 

7 the Fasken o f f s e t acreage and r a p i d l y deplete the r e s e r v o i r 

8 pressure and adversely a f f e c t f u t u r e recoverable o i l from 

9 Fasken's o f f s e t acreage. 

10 Q. (By Ms. Munds-Dry): And you've heard, I b e l i e v e , 

11 the testimony today t h a t there's not plans t o make up t h i s 

12 overproduction? 

13 A. Yes. 

14 Q. And do you agree t h a t these w e l l s should be shut 

15 i n immediately? 

16 A. Yes. U n t i l such time the overproduction i s made 

17 up. 

18 Q. Do you b e l i e v e the approval of Cimarex's 

19 a p p l i c a t i o n w i l l cause harm t o Fasken's c o r r e l a t i v e r i g h t s ? 

20 A. Yes, I do. 

21 Q. And do you t h i n k t h a t t h i s a p p l i c a t i o n would also 

22 cause economic waste? 

23 A. Yes, I do. 

24 Q. A l l r i g h t . Were E x h i b i t s No. 11 through 22 

25 e i t h e r prepared by you or compiled under your d i r e c t 
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1 supervision? 

2 A. Yes . 

3 MS . MUNDS-DRY: Mr. Examiner, we move the admission 

4 of E x h i b i t s 11 through 22 i n t o evidence. 

5 MR . EZEANYIM: Any objecti o n ? 

6 MR . BRUCE: No o b j e c t i o n . 

7 MR . EZEANYIM: E x h i b i t s 11 through 22 w i l l be 

8 admitted. 

9 [Fasken E x h i b i t s 11 through 22 admitted i n t o 

10 evidence.] 

11 MS . MUNDS-DRY: And t h a t concludes my d i r e c t . Pass 

12 the witness. 

13 MR . EZEANYIM: Mr. Bruce? 

14 CROSS-EXAMINATION 

15 BY MR. BRUCE 

16 Q. Mr. Brown, f i r s t l e t ' s go t o your E x h i b i t 15. 

17 A. I ' l l have t o go t o the set t h a t has the numbers 

18 on i t . Okay This one. 

19 Q- I want t o go back a couple of pages t o the w e l l 

20 h i s t o r y and the OCD f i l i n g s . 

21 A. Is t h i s i t ? 

22 MS . MUNDS-DRY: Yeah, I t h i n k t h a t ' s the f i r s t page. 

23 Q. (By Mr. Bruce): Yes, t h a t ' s the f i r s t page, but 

24 I want t o go to a couple of pages of the w e l l h i s t o r y and the 

25 OCD f i l i n g s r i g h t behind t h a t . 
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1 Okay. That f i r s t page of the w e l l h i s t o r y , 

2 Mr. Brown? 

3 A. Yes, s i r . 

4 Q. The w e l l was p e r f o r a t e d i n the Bone Spring at the 

5 depths of 10,600 f e e t , c o r r e c t ? 

6 A. I t was, yes. 

7 Q. And t h i s w e l l h i s t o r y shows t h a t t h a t was done i n 

8 December of '96? 

9 A. Yes. 

10 Q. So when -- and t h i s wasn't Cimarex who d i d i t , 

11 but when Mallon made these f i l i n g s showing the p e r f s , they were 

12 accurate at the time when made, r i g h t , the OCD f i l i n g s ? 

13 A. For t h a t i n t e r v a l yes, the 10,000 i n t e r v a l . 

14 Q. So when those f i l i n g s were made -- one was dated 

15 A p r i l 14, '97, one was dated May of '97 -- so when those 

16 f i l i n g s were made w i t h the OCD, they were accurate? 

17 A. Yes, they were. 

18 Q. You're j u s t simply saying t h a t Mallon d i d not 

19 f i l e the p e r f o r a t i o n s you're i n t e r e s t e d i n . The 9500 f e e t were 

20 done 10 months l a t e r ? 

21 A. Yes. I t would have been good t o f i l e then. 

22 Q. And they d i d not f i l e then? 

23 A. They d i d not. 

24 Q. And I be l i e v e Mr. Worthington from Cimarex gave 

25 you t h i s data; i s t h a t c o r r e c t ? 
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A. That's where we found out where the pe r f s were --

2 and yes, t h i s was the w e l l h i s t o r y data from Mr. Worthington. 

3 Q. Now, at the same time t h a t t h i s p roduction data 

4 was reported, I mean you had -- Fasken has an o f f s e t . I 

5 b e l i e v e you said i t was the Ling No. 2 or 1? 

6 A. Yes, 2, from the -- yes. 

7 

8 

Q. And I b e l i e v e you said t h a t Fasken d i d go i n and 

attempt a completion or -- I don't want t o put words i n your 

9 mouth, but you d i d have logs on the Ling No. 2, d i d you not? 

10 A. Yes. 

11 Q. Did you ever perform a l o g a n a l y s i s of the Ling 

12 No. 2 so you could see what p o t e n t i a l l y p r o d u c t i v e Bone Spring 

13 zones there were i n t h a t w e l l from say, October '97 forward? 

14 A. I don't r e c a l l doing any an a l y s i s on the dolomite 

15 zone. I t h i n k we may have looked at the Bone Spring Upper 

16 Sands as p o t e n t i a l . 

17 Q. But you d i d n ' t re-complete the well? 

18 A. Not No. 2. I t was s t i l l making over a m i l l i o n a 

19 day i n the Morrow and i t s t i l l i s . I t ' s a 10 BCF i n the 

20 Morrow. 

21 Q. An e x c e l l e n t w e l l . 

22 A. Yes, s i r . 

23 Q. But nothing would have prevented you from 

24 d r i l l i n g another -- j u s t a Bone Spring w e l l i n the west h a l f of 

25 Section 36? 
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1 A. No. 

2 Q. On your E x h i b i t 20, when you're doing your 

3 c a l c u l a t i o n s , you are only l o o k i n g at the dolomite here, 

4 c o r r e c t ? 

5 A. You're l o o k i n g a t 20. I s t h i s the — yeah. That 

6 t a b l e l o g data i s the dolomite zone. 

7 Q. So when you say there's 9 1/4 m i l l i o n b a r r e l s of 

8 o i l , t h i s completely ignores the Orange Sand or any other sands 

9 i n the r e s e r v o i r ? 

10 A. Well, keep i n mind, the r e s e r v o i r has made a 

11 m i l l i o n b a r r e l s and w e l l over 80 percent of t h a t i s from the 

12 dolomite zone. And the high rates are d e f i n i t e l y dolomite. 

13 And so i t ' s t r u e t h a t the v o l u m e t rics are f o r the dolomite 

14 zone, but t h a t ' s the m a j o r i t y of the production. 

15 Q. Next, less go t o your E x h i b i t 22 and l e t ' s look 

16 at a couple of t h i n g s . F i r s t , the second page and the --

17 A. Let me see i f I can get i t . 

18 Q. I'm s o r r y . 

19 A. Are we on the overproduction part? 

20 Q. Yes, s i r . 

21 A. Okay. 

22 Q. And I'm looking at the Mescalero -- the f i r s t 

23 page of the Mescalero 30 Well No. 1. There's an anomaly here I 

24 can't e x p l a i n . I f you look at September '85, you have o i l 

25 production a t 3892 b a r r e l s , but you have zero days of 
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1 p roduction over i n column s i x . 

2 A. Yes. 

3 Q. And then you a t t r i b u t e t h a t 3892 t o 

4 overproduction. Doesn't t h a t seem inaccurate? 

5 A. How many days production and zero monthly 

6 allowable, i t does look a l i t t l e i naccurate on t h a t one. I ' d 

7 have t o go back and see what the raw data i n d i c a t e s and why i t 

8 was i n p u t t h i s way. 

9 Q. And then i f you j u s t go t o the t h i r d page of the 

10 Mescalero 30 -- l e t me ask you t h i s : This w e l l i s g e n e r a l l y 

11 producing about 30 days a month from the h i s t o r i c a l data you 

12 have? 

13 A. Yes. 

14 Q. And the o i l allowable a 275 b a r r e l s a day? 

15 A. Right. 

16 Q. So there's about 200 b a r r e l s excess per day, so 

17 about -- i t ' s producing per month 1500, 2000 b a r r e l s a day -- I 

18 mean, excuse me -- per month at t h i s time, i f these trends 

19 continue? 

20 A. C u r r e n t l y you mean? 

21 Q. Well, I'm l o o k i n g at February -- January '08, 

22 February '08. 

23 A. Okay, yes. 

24 Q. You put the overage at 10,000 b a r r e l s roughly 

25 through February of '08. Since t h i s w e l l has s u b s t a n t i a l l y --
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1 producing s u b s t a n t i a l l y below the allowable at t h i s p o i n t , i f 

2 these p r o d u c t i o n rates have continued, t h i s overage i s gone 

3 now, i s n ' t i t ? 

4 A. I don't know i f the overage has been made up 

5 p r o p e r l y according t o the r u l e s . 

6 Q. But the overage i s gone? 

7 A. I t doesn't produce above the allowable anymore, 

8 t h a t ' s f o r sure. 

9 Q. And the same t h i n g would apply t o the Pennzoil 36 

10 State No. 1. I t ' s only producing 25, 30 b a r r e l s a day. I t i s 

11 not -- i f those trends have continued over the l a s t four 

12 months, there i s no overage on t h a t well? 

13 A. No c u r r e n t overage. H i s t o r i c a l l y , i t ' s s t i l l 

14 there and i t needs t o be made up. 

15 Q. Well -- f i n a l l y a few questions, on your 

16 E x h i b i t 21. Go t o the t h i r d page from the back, your oval 

17 drainage map. 

18 A. Let me see i f I can f i n d t h a t one. 

19 Q. Sure. 

20 A. 21. Okay. Drainage map. 

21 Q. And I'm not going t o ask you questions t o t a l l y on 

22 t h i s map, but lo o k i n g at t h i s map, the -- of course, the w e l l 

23 you're t a l k i n g about -- using, f o r example, here i s the No. 1 

24 well, r i g h t a t the center of the drainage o v a l . 

25 A. Yes. The Pennzoil 36 State 1. 
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1 Q. I f t h i s drainage has been o c c u r r i n g , how do you 

2 e x p l a i n the No. B 2 w e l l immediately t o the west t o be capable 

3 of producing 1300 b a r r e l s a day, 1,000 b a r r e l s a day? 

4 A. Well, the pressure at t h a t w e l l i s s t i l l -- i f 

5 you look back at the previous map, the pressure on the B 2 

6 c u r r e n t l y , a f t e r t h a t drainage or t h a t p r o d u c t i o n , the 

7 r e s e r v o i r pressure has been reduced. And t h a t w e l l i s down t o 

8 1900 PSI -- 1902. So the 500,000 b a r r e l drainage a f f e c t e d t h a t 

9 w e l l pressure. Even though i t ' s reduced, you've got high 

10 enough pressure t h a t i t has d e l i v e r a b i l i t y . I t ' s got a great 

11 perm i n t h a t dolomite. I t ' l l d e l i v e r a l o t of r a t e i f you draw 

12 the bottom hole pressure down enough. 

13 I don't dispute t h a t i t can d e l i v e r an enormous 

14 amount of volume. I t ' s j u s t a high p e r m e a b i l i t y zone. That's 

15 why the drainage has been way beyond 160 acres, maybe even 640. 

16 Q. Have you c a l c u l a t e d the drainage area on the 

17 Mescalero 30 No. 1 i n the southeast/southeast of Section 30? 

18 A. No. I d i d n ' t take the time. I d i d not have the 

19 bottom hole pressure data t h a t I had on t h a t Pennzoil 36 State 

20 No. 1. But i f I had, i t would be of s i m i l a r fashion. I t h i n k 

21 i t would be 400 acres, something l i k e t h a t . I t h i n k those two 

22 we l l s have contacted and reduced the e n t i r e dolomite r e s e r v o i r 

23 pressure nearly i n h a l f . 

24 Q. I guess my question i s : I f you be l i e v e t h i s , why 

25 are you proposing t o d r i l l the Ling No. 5 and 6 wells? 
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A. Because I mentioned them here on the balance 

2 a n a l y s i s shows t h a t we expect the r e s e r v o i r a t l e a s t the 

3 dolomite r e s e r v o i r , mostly i t ' s the main producing i n t e r v a l , t o 

4 have another remaining recoverable reserves of 700,000 b a r r e l s . 

5 We want t o get our p a r t of what's remaining, and we have t o put 

6 a w e l l there t o do i t . 

7 

8 

Of course, i t looks very p o s s i b l e t h a t we could have 

a top allowable f o r a p r e t t y long time. I'm not sure how long. 

9 But i t ought t o pay our d r i l l i n g costs and r e t u r n a reasonable 

10 r e t u r n . 

11 Q. But i f there's only 700,000 b a r r e l s l e f t i n the 

12 pool -- i s t h a t what you said? 

13 A. Recoverable. 

14 Q. Recoverable. 

15 A. That's what I t h i n k . 

16 Q. Wouldn't you expect t o see — you j u s t said you'd 

17 expect a top allowable w e l l f o r a long time. Wouldn't a 

18 s u b s t a n t i a l d e c l i n e occur -- be oc c u r r i n g s i x months ago? 

19 A. Not i f you're adding w e l l s . You can increase 

20 r a t e i f you add w e l l s . E v e n t u a l l y you're going t o de c l i n e and 

21 i t ' s peak out and drop o f f very q u i c k l y as r e s e r v o i r pressure 

22 reduces. I f you remember my production -- or the pressure of 

23 f u t u r e pressure r e d u c t i o n , s i m u l a t i o n or estimate? I t has a 

24 c o n t i n u i n g downturn. We have an accelerated pressure d e p l e t i o n 

25 as you increase w i t h time and increase your gas s a t u r a t i o n and 
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1 increase your GOR w i t h your o i l pressure. 

2 Q. Well, I'm j u s t k ind of curious, because the Ling 

3 Federal No. 3, what i s i t s c u r r e n t producing r a t e , 

4 approximately? 

5 A. I t ' s at top allowable or r e a l close t o i t , 250 

6 b a r r e l s a day. 

7 Q. And you're c l a i m i n g the drainage j u s t from the 

8 Mescalero No. 1, excluding the Mescalero No. 6, which i s a 

9 decent w e l l , has a f f e c t e d t h a t . And you have a top allowable 

10 w e l l . 

11 A. That's r i g h t . I mean, the p e r m e a b i l i t y of the 

12 dolomite zone i s great. The d e l i v e r a b i l i t y i s great from the 

13 f r a c t u r e d nature of t h i s . Even though you have reduced 

14 pressure, i f you can drop your bottom hole producing pressure 

15 i n the bottom of t h a t w e l l , you can d e l i v e r a great 

16 p r o d u c t i v i t y index and d e l i v e r a high r a t e i f you reduce the 

17 drawdown pressure enough. 

18 But the beginning pressure of t h i s i s not 3800 pounds 

19 anymore. I t ' s been dropped by the production of the two b i g 

20 w e l l s i n the h i s t o r y of t h a t . 

21 Q. Just a couple of more questions, Mr. Brown. You 

22 pointed out t h a t there were f i v e w e l l s i n the northeast quarter 

23 of Section 36. Are you aware t h a t under D i v i s i o n r u l e s t h a t 

24 any o i l w e l l u n i t can have up t o f o u r w e l l s on the w e l l u n i t ? 

25 A. No. I'm not n e c e s s a r i l y aware of the d e t a i l s of 
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1 the r u l e s , no, s i r . 

2 Q. But i f t h a t ' s the case, then there's been no 

3 v i o l a t i o n by Cimarex i n having f i v e p o t e n t i a l Bone Spring w e l l s 

4 i n the northeast quarter? 

5 A. I'm not sure i f t h a t ' s a v i o l a t i o n or not. I'm 

6 u n f a m i l i a r w i t h the r u l e s t o t h a t e x t e n t . 

7 Q. Just one f i n a l question: I f you're Ling Federal 

8 No. 3 i s capable of producing a t top allowable or above, i t 

9 sounds l i k e i t ' s going t o produce above allowable. 

10 A. I'm not sure what the bottom hole or f l u i d l e v e l 

11 i s . We're close t o pumping i t o f f . We're close t o maximum 

12 d e l i v e r y . 

13 Q. I guess my question i s : I n order t o compensate 

14 because the w e l l s t o the n o r t h have produced q u i t e a b i t , why 

15 wouldn't Fasken want t o produce above 275 b a r r e l s of o i l per 

16 day? 

17 A. That would be f i n e i f we can produce out of the 

18 same i n t e r v a l s . What concerns me i s the higher r a t e 

19 production, e s p e c i a l l y from the Pennzoil lease, may be from a 

20 zone t h a t i s , you know, extends across our lease l i n e and 

21 something we can't contact w i t h another w e l l at t h i s p o i n t . 

22 Q. But I thought you j u s t t o l d me r e a l l y a l l you 

23 look a t i s the dolomite. That's a l l you r e a l l y need t o look 

24 a t . 

25 A. Well, f o r t h i s a n a l y s i s , yes. With the higher 
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Ling Federal No. 3, we're not going f o r t h a t . 

2 We're content w i t h the top allowable, and we're t r y i n g t o abide 

3 by t h a t . 

4 MR. BRUCE: That's a l l I have, Mr. Examiner. 

5 MR. EZEANYIM: Okay. Ms. Munds? 

6 MS. MUNDS-DRY: No questions. 

7 MR. EZEANYIM: Terry, do you have any questions? 

8 MR. WARNELL: I n l i g h t of the hour -- I do have a 

9 question f o r you, Mr. Brown. I t ' s going t o bother me a l l the 

10 n i g h t long i f I don't ask i t . 

11 EXAMINATION 

12 BY MR. WARNELL: 

13 Q. On the l o g t h a t Ms. Munds-Dry passed around at 

14 the very end, I t h i n k we said we were going t o put i t as p a r t 

15 of E x h i b i t 21 Do you r e c a l l t h a t one? 

16 A. Yes . 

17 Q. Okay. A couple of questions. Over the r e , what 

18 are those l i t t l e X'd-out marks i n the depth t r a c t around 9600? 

19 Was t h a t some kind of a t e s t or -- those are not p e r f o r a t i o n s , 

20 r i g h t ? 

21 A. Those were p e r f o r a t i o n s t h a t are --

22 Q- That have been squeezed o f f ? 

23 A. Not squeezed o f f , but i n a c t i v e . 

24 Q • Okay. 

25 A. From the data t h a t Cimarex provided i n the 
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1 subpoena, the d a i l y w e l l h i s t o r y , I b e l i e v e t h i s w e l l , t h i s 

2 zone, the Orange zone i n t h a t w e l l was p e r f o r a t e d anc sand 

3 f r a c ' d , a c t u a l l y . But the p r o d u c t i o n out of t h a t treatment was 

4 i n s u f f i c i e n t , and I b e l i e v e a cast i r o n bridge plug was put 

5 th e r e , and I b e l i e v e i t ' s s t i l l t h e r e . 

6 Q. Then I t h i n k someone mentioned e a r l i e r t h a t the 

7 l i t t l e green Xs are core recovery water l i n e cores. Side w a l l 

8 cores. 

9 A. Side w a l l core p o r o s i t y . 

10 Q. Okay. That's core p o r o s i t y . And then the pink 

11 dots? 

12 A. The pink dots are the side w a l l core 

13 p e r m e a b i l i t y . 

14 Q. The perm, okay. 

15 A. And they're p l o t t e d on the l o g a r i t h m i c scale w i t h 

16 the r e s i s t i v i t y . 

17 Q. Okay. Thank you. I appreciate i t . 

18 MR. WARNELL: That's a l l I have. 

19 EXAMINATION 

20 BY MR. EZEANYIM: 

21 Q. I know you s a i d , but how long have you worked f o r 

22 Fasken? 

23 A. Twenty years. 

24 Q. Twenty years, okay. I s t h i s the f i r s t time you 

25 have done a r e s e r v o i r study of t h i s area? 
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1 A. Yes, of t h i s area. 

2 Q. This i s the f i r s t ? This i s the f i r s t time you 

3 are doing i t ? 

4 A. Yes. 

5 Q. How d i d you know about t h i s overproduction? 

6 A. I'm sor r y . I d i d n ' t understand. 

7 Q. How d i d you know about the overproduction? 

8 A. The overproduction? 

9 Q. Yeah. How d i d you know? 

10 A. Well, when we got the subpoena data and the d a i l y 

11 p r o d u c t i o n r a t e s , e s p e c i a l l y from the B 7 and i t produces over 

12 800 b a r r e l s a day f o r a month, we thought we should go back and 

13 c a l c u l a t e the overproduction p o s s i b i l i t i e s of every w e l l we 

14 have data on. And we d i d t h a t . 

15 Q. Okay. So t h i s i n f o r m a t i o n you s t a t e d here on 

16 those w e l l s , s t a t e d the overproduction of each of those w e l l s , 

17 you got the i n f o r m a t i o n from Cimarex? 

18 A. From the B 7 and the B 2 there was no p u b l i c data 

19 of record a t t h a t time. But t h e i r i n f o r m a t i o n from the w e l l 

20 h i s t o r y provided t h e i r p r o d u c t i o n . And so we used t h e i r data 

21 and then any p u b l i c data from February of '08 and p r i o r was 

22 a v a i l a b l e p u b l i c a l l y . 

23 Q. Okay. And then i n your c a l c u l a t i o n s , you said 

24 each w e l l was d r i l l e d between 160 and 640 acres; i s t h a t what 

25 you j u s t said? 

i 
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1 A. The p e r m e a b i l i t y and d e l i v e r a b i l i t y , the 

2 p r o d u c t i v i t y index of the dolomite zone, I t h i n k 160 acres i s a 

3 minimum and those t h i n g s have demonstrated t h a t they have 

4 reduced pressure i n a large area, way beyond 160 per w e l l . 

5 Q. How many w e l l s has Fasken d r i l l e d i n t h i s area i n 

6 the Bone Spring? 

7 A. I n the Bone Spring we have d r i l l e d one w e l l --

8 Q. Only one well? 

9 A. the Ling Federal. We have two more planned 

10 t h i s summer. 

11 Q. So you d i d n ' t r e a l l y t h i n k the Bone Spring was a 

12 prospect? 

13 A. We knew i t was a prospect. We expected -- we 

14 b e l i e v e d the sands were the b e t t e r t a r g e t e a r l y on. And when 

15 we learned about the p e r f o r a t i o n s i n the dolomite, i t made i t 

16 c l e a r what we needed t o be t a r g e t i n g . 

17 Q. I know i f Cimarex i s overproducing, they should 

18 be doing t h a t . That i s c l e a r . But l e t me ask you t h i s 

19 question: You sa i d t h a t was economic waste. How do you defi n e 

20 the economic waste? 

21 A. Well, i f Cimarex had no development over t h e r e , 

22 they could d r i l l one w e l l and maybe change the pool r u l e s of 

23 the f i e l d t o make 100 b a r r e l s a day f o r one w e l l i n a 160. And 

24 they would have a l l the production they could get out of t h a t 

25 area. They wouldn't have t o d r i l l f o u r . So i t ' s economic 
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1 waste t o d r i l l four w e l l s i n a r e s e r v o i r t h a t can d r a i n beyond 

2 what four w e l l s could do. 

3 Q. Okay. And I want t o f i n d out how you got t h i s 

4 oval r a d i u s . I s t h i s from our website or from Cimarex? 

5 A. The overproduction? 

6 Q. The overproduction. How d i d you get i t ? 

7 A. How d i d I get those numbers? 

8 Q. Those numbers. 

9 A. When we subpoenaed the data, we requested w e l l 

10 h i s t o r y and those w e l l h i s t o r i e s have d a i l y production rates 

11 f o r these w e l l s . 

12 Q. From Cimarex? 

13 A. Yes. 

14 Q. Okay. You are an engineer and i n your 

15 engineering e x p e r t i s e , do you t h i n k by overproducing the w e l l 

16 the r e s e r v o i r w i l l be damaged? 

17 A. I agree w i t h Mr. Felch. I n a s o l u t i o n - g a s - d r i v e 

18 r e s e r v o i r , you're not going t o reduce the u l t i m a t e recovery by 

19 the r a t e — i n c r e a s i n g r a t e . What we ob j e c t t o i s the capture 

20 of o i l across our lease l i n e from a high r a t e production t h a t ' s 

21 above an allowable t h a t ' s necessary. 

22 Q. Okay. Could you s t a t e again what you are asking 

23 t h a t the -- what r e l i e f are you asking for? 

24 A. Fasken objects t o the a p p l i c a t i o n t o increase the 

25 allowable t o 1300 b a r r e l s of o i l a day and 3,000 t o 1 GOR. And 
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1 we request t h a t the overproduction be made up immediately 

2 s t a r t i n g w i t h -- i n i t i a l l y s t a r t i n g w i t h the shut i n of the 

3 egregious w e l l s . 

4 MR. EZEANYIM: Okay. Does anybody have anything else 

5 t o say? Okay. I t has been a long day. 

6 I know t h a t Fasken wants the w e l l t o be shut i n 

7 today. I t h i n k I have t o make a r u l i n g on t h a t issue today 

8 because the order — I can't issue the order t h i s evening. I 

9 t h i n k Cimarex has overproduction. There i s no question about | 

10 i t . They admitted t h a t . They don't even have any plan of j 

11 a c t i o n t o a d j u s t i t . 

12 Given a l l t h a t , I don't t h i n k i t ' s a p p r o p r i a t e f o r us 

13 t o shut i n t h a t w e l l r i g h t now, because i t might even cause j 

14 more damage. Because I don't know how long we're going t o shut j 

15 i t i n and i f i t i s more than 60 days, those w e l l s may not i 

16 recover anymore, from my own personal experience. So we w i l l i 

17 not shut i n the w e l l s today. But t h a t doesn't mean we're not I 

18 going t o take any a c t i o n . 

19 Cimarex w i l l be ordered t o f i r s t of a l l , c ontain j 

20 those w e l l s t o the allowables r i g h t now u n t i l the order i s 

21 issued i n t h i s case. So there w i l l no be more overproduction, j 

22 but the w e l l s w i l l not be shut i n . So t h a t we don't lose the 

23 w e l l s completely. You can understand what I mean by t h a t . j 

24 One, g i v i n g t h i s r u l i n g , now I see I have t o produce j 

25 an order from all the evidence from today on what should \ 
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1 happen. But i f you want me t o r u l e on s h u t t i n g i n the we l l s 1 

2 today, I don't t h i n k we w i l l do t h a t . Because i f we shut i n j 

3 those wells, we may even damage them, three months for four \ 

4 months from now. j 

5 But there may be remedies. We may f i n d you some j 

6 remedies. I don't know what i t w i l l be. I w i l l have t o go 

7 back and sift through all this information you gave me and try \ 

8 t o come up w i t h something. Because I b e l i e v e i f we shut i n the j 
j 

9 w e l l , they might not get anything when you open them up again. j 

10 However, Cimarex must make sure they don't 

11 overproduce anymore as of June 26, 2008. Go back t o what the j 

12 allowable i s u n t i l an order i s produced i n t h i s case. 1 

13 With that, does anybody have any comments? \ 

14 MR. BRUCE: I f you want c l o s i n g arguments, f i n e . I f 

15 you would r a t h e r have proposed orders, t h a t would be f i n e . j 

16 MR. EZEANYIM: I would r a t h e r have proposed orders. 

17 Unless you have -- from what I said, you might have a closing \ 

18 statement. But I would l i k e a proposal from both of you. 

19 Let me say, you how, there are two orders we have j 

20 combined for purposes of testimony. But there are different \ 

21 things being requested, and they should be two different -- \ 

22 MR. BRUCE: So you want two separate proposal orders? | 

23 MS. MUNDS-DRY: So we don't t e s t your patience any j 

24 longer, Mr. Ezeanyim, I ' l l w a i t and inc o r p o r a t e anything I ? 

25 might have t o say i n the proposed order. j 
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1 MR. EZEANYIM: Yeah. You know, what I am asking f o r 

2 i s a c l o s i n g statement about what I j u s t s a i d , about s h u t t i n g 

3 the w e l l or not. 

4 MS. MUNDS-DRY: I guess, Mr. Ezeanyim, I t h i n k i t ' s 

5 s t i l l -- I understand t h a t they need t o be ordered t o c u r t a i l 

6 prod u c t i o n t o make sure they're w i t h i n the allo w a b l e . I guess 

7 I would also ask and request t h a t Cimarex come w i t h a plan t o 

8 make up t h i s p roduction. And I don't know i f t h a t ' s i n the 

9 form of an order t o come up w i t h a remedy, but under the ru l e s 

10 t h a t ' s what they're r e q u i r e d t o do. 

11 MR. EZEANYIM: You don't know what I'm going t o 

12 order. Don't worry. There w i l l be an order, and then at t h a t 

13 p o i n t , you w i l l see what's going t o happen. But I don't t h i n k 

14 I w i l l be t e l l i n g you e x a c t l y what I w i l l be doing because 

15 there's a l o t of thin g s i n my head now t h a t I might, you 

16 know — and loo k i n g at the r u l e s and e v e r y t h i n g . So we have to 

17 f o l l o w whatever the r u l e s and regs are on what we need t o do. 

18 MR. BRUCE: I could address t h a t i n my proposed 

19 order. 

20 MR. EZEANYIM: Okay. Yeah. That would be 

21 i n t e r e s t i n g . That's why I wanted you t o w r i t e i t so we can see 

22 where we go from there. I'm making t h i s s t i p u l a t i o n because I 

23 don't have my att o r n e y here, but I t h i n k t h a t ' s the prudent 

24 t h i n g t o do. 
25 You know, I know t h a t Cimarex v i o l a t e d the r u l e . But 
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what are the consequences of s h u t t i n g i n the w e l l now? See the 

2 p o i n t I'm making? I know you wanted t o shut i n the w e l l . So 

3 the prudent t h i n g t o do i s t o c u r t a i l the produ c t i o n t o the 

4 u n i t a l l o w a b l e , and the other w i l l be w r i t t e n i n the, you 

5 know -- and we take i t from t h e r e . 

6 Anybody has anything else? With t h a t , Case No. 14145 

7 

8 

and then Case No. 14124, both cases w i l l be taken under 

advisement. Thank you. And t h a t concludes today. 

9 [Hearing concluded.] 

10 * * * 
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