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MR. JONES: Let's c a l l Case 14245, which i s the 

A p p l i c a t i o n of RSC Resources L i m i t e d P a r t n e r s h i p f o r Approval 

of a Non-Standard O i l Spacing and P r o r a t i o n U n i t and Compulsory 

Pooling, Eddy County, New Mexico. 

C a l l f o r appearances. 

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

re p r e s e n t i n g the a p p l i c a n t . I have two witnesses. 

MR. JONES: Any other appearances? 

W i l l the witnesses please s t a t e your names? 

MR. CATE: Randall Cate. 

MR. SMITH: K i r k Smith. 

[Witnesses sworn.] 

KIRK E. SMITH 

a f t e r having been f i r s t d u l y sworn under oath, 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

A. My name i s K i r k Smith, and I'm from Midland, 

Texas. 

Q. Who are you employed by and i n what capacity? 

A. I'm an independent petroleum landman, and I'm 

working as a c o n t r a c t o r f o r RSC Resources. 

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 ? 
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A. Yes. 

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

landman accepted as a matter of record? 

A. Yes. 

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

i n v o l v e d i n t h i s case? 

A. Yes. 

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

expert petroleum landman. 

MR. JONES: Mr. Smith i s q u a l i f i e d as an expert i n 

petroleum land m a t t e r s . 

Q. (By Mr. Bruce): Ms. Smith, c o u l d you i d e n t i f y 

E x h i b i t 1 and describe what RCS Resources seeks i n t h i s cases? 

A. E x h i b i t 1 i s a land p l a t t h a t i n c l u d e s Section 30 

of Township 16 South, Range 28 East. RSC Resources seeks t o 

d r i l l the Lucky Wolf 30 Fed Com Well No. 1, a Wolfcamp 

h o r i z o n t a l w e l l , from an orthodox surface l o c a t i o n 330 f e e t 

from the south l i n e and 330 f e e t from the east l i n e t o a 

terminus 330 f e e t from the south l i n e and 330 f e e t from the 

west l i n e . 

The a p p l i c a n t requests an order approving a 

non-standard 162.77-acre u n i t i n the Wolfcamp comprised of Lot 

No. 4, the SE/SW and the S/2, SE of Section 30, and p o o l i n g a l l 

of the mi n e r a l i n t e r e s t s i n the non-standard u n i t . 

Q. What does E x h i b i t 2 r e f l e c t ? 
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A. E x h i b i t 2 r e f l e c t s the l i s t of the working 

i n t e r e s t owners i n the w e l l u n i t along w i t h t h e i r r e s p e c t i v e 

percentage i n t e r e s t . 

Q. Who do you seek t o pool? 

A. We seek t o pool the i n t e r e s t owners on E x h i b i t 3. 

Q. Were proposal l e t t e r s sent t o the uncommitted 

i n t e r e s t owners? 

A. Yes. 

Q. And are those l e t t e r s marked as E x h i b i t 4? 

A. Yes. 

Q. And now, r e f e r r i n g t o E x h i b i t 3 and 4, could you 

summarize your co n t a c t s w i t h the uncommitted owners and the 

st a t u s of t h e i r commitment or non-commitment? 

A. As shown on the e x h i b i t s , we d e l i v e r e d w e l l 

proposals by c e r t i f i e d m a i l and/or d e l i v e r e d by Fed Ex m a i l 

s e r v i c e . The evidence i s contained i n the e x h i b i t s , and we 

have spoken w i t h each and every one of the i n t e r e s t owners. We 

have not found anybody t h a t we could not f i n d . We spoke w i t h 

everyone. 

Q. So everybody was lo c a t a b l e ? 

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

Q. And then on E x h i b i t 3 on your c o n t a c t data, i t 

does i n d i c a t e t h a t s e v e r a l people have v e r b a l l y committed t o 

assign t o you? 

A. That i s c o r r e c t . 
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Q. And others have s a i d , l i k e OXY and E l Paso, 

they've j u s t s a i d , "Force pool us." 

A. That's c o r r e c t . They've asked j u s t t o be --

rece i v e an order under the p o o l i n g p r o v i s i o n . 

Q. And i n your o p i n i o n , has RSC Resources made a 

g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r o f a l l 

m i n e r a l i n t e r e s t owners i n the we l l ? 

A. Yes. 

Q. And i f some of these i n t e r e s t owners on E x h i b i t 3 

subsequently farmout or term assign or agree t o p a r t i c i p a t e , 

w i l l the D i v i s i o n be n o t i f i e d of t h e i r j o i n d e r ? 

A. Yes, they w i l l . 

Q. Do you request t h a t RSC Resources be named 

operator of the w e l l ? 

A. Yes. 

Q. And do you request the maximum cost plus 200 

percent r i s k charge be assessed against non-consenting i n t e r e s t 

owners ? 

A. Yes. 

Q. What overhead r a t e s i s RSC proposing? 

A. We request a d r i l l i n g r a t e of $7,000 a month and 

a producing r a t e of $700 per month. 

Q. And are these r a t e s e q u i v a l e n t t o those normally 

charged by operators i n t h i s area f o r w e l l s of t h i s depth? 

A. Yes. 
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Q. And do you request t h a t these r a t e s be ad j u s t e d 

under the COPAS accounting procedure? 

A. Yes, I do. 

Q. W i l l the next witness discuss the AFE? 

A. Yes. 

Q. Were the p a r t i e s being pooled n o t i f i e d of the 

hearing: 

not? 

A. Yes 

Q. And they a l l r e c e i v e d a c t u a l n o t i c e , d i d they 

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

Q. Now, the f i n a l page of E x h i b i t 5, the r e was one 

ret u r n e d l e t t e r t h a t was never p i c k e d up t o Lawbar Petroleum. 

Did they, i n f a c t , r eceive a w e l l proposal a t t h i s address? 

A. Yes, they d i d ; however, we opted t o use Fed Ex 

ove r n i g h t t o get t h a t proposal t o them. 

Q. And you have spoken w i t h them? 

A. And we have spoken w i t h them, and we have made a 

trade w i t h them. 

Q. Okay. So you do know t h a t t h i s i s , i n f a c t , a 

c o r r e c t address f o r Lawbar Petroleum, c o r r e c t ? 

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

Q. Were a l l of the o f f s e t operators or working 

i n t e r e s t owners n o t i f i e d of the non-standard u n i t p o r t i o n of 

t h i s a p p l i c a t i o n ? 
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A. Yes, they were. 

Q. And i s t h a t r e f l e c t e d i n E x h i b i t 6? 

A. Yes. 

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

under your s u p e r v i s i o n or compiled from company business 

records ? 

A. Yes, they were. 

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 

a p p l i c a t i o n i n the i n t e r e s t s of con s e r v a t i o n and the p r e v e n t i o n 

of waste? 

A. Yes, i t i s . 

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

E x h i b i t 1 through 6. 

MR. JONES: E x h i b i t s 1 through 6 w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s 1 through 6 admitted i n t o 

evidence.] 

MR. BRUCE: I have no f u r t h e r q u e s t i o n s . 

EXAMINATION 

BY MR. JONES: 

Q. Mr. Smith, I'm s o r r y . I spaced out. What's the 

d r i l l i n g r a t e t h a t you're asking f o r ? 

A. The d r i l l i n g r a t e i s $7,000 per month, and the 

producing r a t e was $700 per month. 

Q. Okay. Are you guys the successor f o r COG 

Operating, LLC? 
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A. Are we a successor t o them? 

Q. Yeah. Did you buy t h i s from them or buy the 

acreage p o s i t i o n from them? 

A. No, we d i d not. COG i s a -- w i l l be a member of 

the u n i t , but they are not being force-pooled i n t h i s area. 

We're not r e q u e s t i n g t h a t they be force-po o l e d . 

Q. So they were a v o l u n t a r y p a r t i c i p a n t ? 

A. That's c o r r e c t , yes. They would own a --

MR. BRUCE: Did you look at the records and see 

the — 

MR. JONES: I d i d . 

MR. BRUCE: — APD. And I t h i n k Mr. Cate can answer 

t h a t as f a r as operatio n s go. 

MR. JONES: Okay. 

THE WITNESS: But our acreage was not purchased from 

COG. 

MR. JONES: I b e t t e r pass you on t o Mr. Brooks. 

MR. BROOKS: I have no other questions, a c t u a l l y . I 

a c t u a l l y have no questions here. I t looks l i k e i t ' s a l l 

covered. 

Q. (By Mr. Jones): So there's no clouded t i t l e 

here? E v e r y t h i n g i s -- you know -- d e f i n i t e l y know everybody's 

i n t e r e s t ? 

A. Yes, we do. With much work i n v o l v e d . 

Q. Now, d i d you say anything about u n l o c a t a b l e 
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p a r t i e s ' 

time, 

A. We have l o c a t e d each and every p a r t y a t t h i s 

Q. You d i d have t o p u b l i s h one t h i n g , you s a i d . 

A. Yeah. Lawbar Petroleum. 

Q. Okay. 

A. Lawbar Petroleum was i n -- t h e i r l a s t known 

address was i n A u s t i n , Texas. We d i d f i n a l l y c o n t a c t the 

pr e s i d e n t i n Las Vegas, Nevada. 

Q. So you do know everybody's address? 

A. Yes. And we have made a trade w i t h them. 

MR. BRUCE: Yeah. We d i d n ' t p u b l i s h a g a i n s t them, 

but i f y o u ' l l l ook a t t h a t l a s t page of E x h i b i t 5, they were 

given n o t i c e and t h i s i s a proper address. 

THE WITNESS: Right. 

MR. BRUCE: They j u s t d i d n ' t p i c k up t h e i r c e r t i f i e d 

m a i l . 

MR. JONES: Okay. Thank you very much. 

RANDALL CATE 

a f t e r having been f i r s t d u l y sworn under oath, 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

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

residence f o r the record? 
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A. My name i s Randall Cate. I l i v e i n Midland, 

Texas. 

Q. And what i s your r e l a t i o n s h i p t o RSC Resources? 

A. I am the p r e s i d e n t and owner of the company. 

Q. By t r a d e , are you a petroleum engineer? 

A. Yes, I am. 

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 

as an engineer? 

A. Yes, I have. 

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

engineer accepted as a matter of record? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the engineering matters 

r e l a t e d t o t h i s case? 

A. Yes. 

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

expert petroleum engineer. 

MR. JONES: Mr. Cate i s q u a l i f i e d as an expert i n 

petroleum engineering. 

Q. (By Mr. Bruce): Mr. Cate, could you -- l e t ' s 

discuss t h i s w e l l proposal. What i s E x h i b i t A? 

A. E x h i b i t A i s an area o f p r o d u c t i o n and a c t i v i t y 

map or p l a t . Section 30 w i t h the red i n the middle of the 

p l a t , and the red o u t l i n e i s the S/2 of the S/2, i s the spacing 

u n i t t h a t would be required, t o d r i l l the h o r i z o n t a l l a t e r a l 
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s t a r t i n g i n the east side of the u n i t and d r i l l e d a l l the way 

across the s e c t i o n ending terminus i n the west s i d e . 

And l i k e Mr. Smith s a i d , i t would r e q u i r e 162.77 

acres f o r the spacing u n i t . 

Q. Okay. And I see t h a t the immediate o f f s e t t i n g 

w e l l s t o you are v e r t i c a l w e l l s ; are they not? 

A. That's c o r r e c t . Now, t h e r e i s a p l a y t h a t ' s 

beginning out i n t h i s area t h a t i n v o l v e s the h o r i z o n t a l 

d r i l l i n g , which i s our proposal. But t o date, i n t h i s 

immediate area, you can see i n the N/2 of Section 30, COG i s 

d r i l l i n g c u r r e n t l y a h o r i z o n t a l w e l l . And then t h e r e was one 

other w e l l i n the S/2, S/2 of Section 20 t o the n o r t h and east 

t h a t has a c t u a l l y completed but i t ' s brand new, and there's no 

re p o r t e d p r o d u c t i o n a t t h i s time. 

The only e s t a b l i s h e d p r o d u c t i o n i n the area i s marked 

w i t h these green t r i a n g l e s . They're a l l v e r t i c a l producers, 

mostly from the 1990 era. And you can see the cumulative 

p r o d u c t i o n i s l i s t e d as the f i r s t number. And then i f the w e l l 

i s c u r r e n t l y producing, i t shows the c u r r e n t p r o d u c t i o n . 

V e r t i c a l producers are very low r a t e w e l l s . They 

average maybe 10 b a r r e l s a day or les s d u r i n g t h e i r l i f e , and 

t h a t i s why the h o r i z o n t a l technology i s so impo r t a n t . We 

b e l i e v e t h a t would be the way t o make a commercial play out of 

t h i s . 

Q. What i s E x h i b i t B? 
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A. E x h i b i t B i s Wolfcamp s t r u c t u r e . I n a second, my 

next E x h i b i t C w i l l show you the type l o g . But i t ' s g e n t l y 

d i p p i n g b a s i c a l l y t o the east as down d i p t o the east. There 

i s no f a u l t i n g or an y t h i n g t h a t would be, you know, 

unforeseeable. I t should a l l o w f o r decent d r i l l i n g . And we do 

have o i l p r o d u c t i o n e s t a b l i s h e d down d i p from us. 

Q. And then the type l o g , E x h i b i t C. 

A. Yeah, the type l o g was shown on E x h i b i t B. I t i s 

the w e l l t h a t i s d i r e c t l y o f f s e t t i n g us i n the NW of the SW of 

Section 30. That l o g i s shown as E x h i b i t C. I t ' s the Cr o w f l a t 

Federal Com Un i t No. 1. The w e l l was a c t u a l l y d r i l l e d as a 

Morrow w e l l . Most of these were back i n the '80s, i n the e a r l y 

'80s. And i n 1990 was re-completed i n t o t h i s Wolfcamp pay. 

The pool i s designated as the Dog Canyon Wolfcamp. 

I t i s an o i l r e s e r v o i r . And t h i s p a r t i c u l a r w e l l has made 

48,000 b a r r e l s of o i l , roughly, and s t i l l produces around f i v e 

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

Ou t l i n e d i n red, or colo r e d red, i s the Wolfcamp pay, 

and i t i s a dolo m i t e . The p o r o s i t i e s are somewhat e r r a t i c . 

They come and go, which i s another reason h o r i z o n t a l technology 

should a l l o w us t o encounter more of the higher perm zones i s 

the t h e o r y when you're d e a l i n g w i t h carbonates. 

The Wolfcamp s t r u c t u r e t h a t was l i s t e d on E x h i b i t B 

i s shown. I mapped on the top of the Wolfcamp pay as marked on 

t h i s e x h i b i t . 
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Q. And i n your o p i n i o n , w i l l a l l of the 

q u a r t e r / q u a r t e r s e c t i o n s i n the non-standard w e l l u n i t be 

pr o s p e c t i v e i n the Wolfcamp? 

A. Yes, they w i l l . 

Q. You would a n t i c i p a t e t h a t they would c o n t r i b u t e 

to production? 

A. That's r i g h t . They should a l l encounter the 

dolomite and again, we've got e s t a b l i s h e d p r o d u c t i o n i n 

b a s i c a l l y i n th r e e areas. We've got deep logs i n a l l areas 

t h a t do have the dolomite, and they should be p r o d u c t i v e and 

a l l c o n t r i b u t e . 

Q. What i s E x h i b i t D? And E x h i b i t D i s two pages 

t h a t are not s t a p l e d t o g e t h e r ; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . I t ' s the spacing u n i t on the 

w e l l p l a n . Again, the spacing u n i t w i l l show i n s i d e the 

producing area which i s simply the standard 330 f e e t i n s i d e the 

boundary. And again, t h i s i s what i s being d r i l l e d i n t h i s 

area are b a s i c a l l y the east t o west, and a l l the way across the 

se c t i o n , t a k i n g i n roughly the 160-acre non-standard spacing 

u n i t s . 

The w e l l plan i s not anyth i n g -- i t ' s p r e t t y 

standard. We'll d r i l l down t o approximately 6500 f e e t . We'll 

probably get a p i l o t h o l e . So w e ' l l have a l o g , p l u g back, and 

d r i l l the curve and j u s t stay i n the bottom t h i r d or so of the 

dolomite. The completion w i l l then i n v o l v e probably a 
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three-stage f r a c t u r e treatment t o t r y t o get i n t o a l l the 

dolomite pay. 

Q. F i n a l l y , what are the costs of the proposed w e l l ? 

And I r e f e r you t o E x h i b i t E. 

A. E x h i b i t E i s the AFE t h a t I prepared back 

approximately a month ago, 10/22/08. The approximate cost 

completed i s $4,175 m i l l i o n . RSC Resources i s an i n t e r e s t 

owner i n f o u r w e l l s so f a r i n t h i s area; three t h a t Cimarex 

operates; one t h a t i s operated by St. Mary's a t the time. And 

these costs are i n l i n e or a c t u a l l y maybe even a l i t t l e less 

than what the a c t u a l cost have been coming i n . 

Q. And are these costs reasonable and comparable t o 

the costs of other w e l l s , h o r i z o n t a l w e l l s , d r i l l e d i n the 

Wolfcamp i n t h i s area? 

A. Yes, they are. They are based on a c t u a l costs, 

l i k e I say, t h a t RSC has an ownership i n . 

Q. Okay. And then one f i n a l q u e s t i o n : The Hearing 

Examiner asked about the APD t h a t was issued t o COG. Are you 

working w i t h COG on t h i s ? 

A. We are working w i t h COG on t h i s , and they have 

i n d i c a t e d t h a t they would p a r t i c i p a t e w i t h t h e i r i n t e r e s t . 

They w i l l have a q u a r t e r , approximately. 

There was some d i s c u s s i o n t h a t they might even 

operate since they have a program i n the area, but there has 

been no formal agreements. I am moving toward o p e r a t i n g the 
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w e l l . And as Mr. Smith -- I t h i n k he might have t e s t i f i e d --

but we a n t i c i p a t e having the m a j o r i t y i n t e r e s t i n the spacing 

u n i t and would i n t e n d t o operate. 

Q. There was no c o n f l i c t between you and COG? 

A. No, there's no c o n f l i c t . 

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

under your sup e r v i s i o n ? 

A. Yes. 

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 

a p p l i c a t i o n i n the i n t e r e s t s of cons e r v a t i o n and the p r e v e n t i o n 

of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I pass the witness. 

MR. JONES: Okay. Did we admit those E x h i b i t s ? 

MR. BRUCE: I ' d ask t h a t they be admitted, E x h i b i t s A 

through E. 

MR. JONES: Okay. A through E w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s A through E admitted i n t o 

evidence.] 

EXAMINATION 

BY MR. JONES: 

Q. Mr. Cate, you're going t o d r i l l i n the bottom 

t h i r d ? What i s t h a t neutron response? How come i t ' s so much 

higher t h e r e below l i k e 6420 or so compared t o your density? 

I s t h a t water, or i s i t j u s t shale? 
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A. No. 

Q. I s i t more shale? 

A. I t ' s j u s t p a r t of the e r r a t i c nature of dolomite 

s e c t i o n . But are you t a l k i n g about the h o t t e r gamma ray area? 

Q. Yeah. I t ' s a l i t t l e b i t h o t t e r and the neutron 

i s q u i t e a more, unless t h a t ' s -- I guess -- I assume t h i s i s a 

d e n s i t y neutron p o r o s i t y . I s t h a t what t h a t i s ? 

A. The neutron p o r o s i t y and the dolomite i s the 

dashed l i n e , so i t ' s the hot reading the h i g h e s t p o r o s i t y . 

And then, of course, the d e n s i t y and dolomites as you can see 

up above, I mean, i t can be less than zero, but when you do 

have p o r o s i t y , the d e n s i t i e s are t y p i c a l l y running anywhere 

from zero t o 2 t o 4 percent. 

But the cross p l o t p o r o s i t i e s are almost equal t o 

what your neutron reading i s showing you. So i t i s a l i t t l e 

m i s l e ading i n the dolomites, because t h e y ' r e run on a limestone 

m a t r i x . 

Q. E v e r y t h i n g limestone, r i g h t ? You always run logs 

on limestone? 

A. Even i f i t ' s a g r a n i t e sandstone. And one of the 

p o i n t s , t h i s i s an o l d e r l o g . More recent l o g s , the s p e c t r a l 

gamma rays take most o f t h i s d i r t y look out. 

Q. Oh, do they? 

A. Yes. So i t ends up a c t u a l l y being much cleaner. 

Q. But t h a t neutron i s s t i l l r e a c t i n g . 
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A. And i t i s . And the reason we r e a l l y would stay 

i n the bottom t h i r d , the f r a c technology, the f r a c jobs are 

g e n e r a l l y going t o go up. 

Q. Okay. 

A. And — 

Q. And you can prop them up. 

A. Yes. 

Q. Upwards. 

A. That's r i g h t . And th e r e w i l l be sand put i n the 

f r a c j o b . These are very t i g h t , low p e r m e a b i l i t y dolomites. 

But as you can see above, you have a very t i g h t d o l o m i t e . I t ' s 

a n h y d r i t i c , v i r t u a l l y zero p o r o s i t y , and t h a t ' s a good f r a c 

boundary. And then below you i s a very limey, low p o r o s i t y 

type bank t h a t should act as a p r e t t y good boundary a l s o . 

So we r e a l l y f e e l t h a t the f r a c j o b s , w h i l e they have 

a p r o p e n s i t y t o go up, they should be w e l l contained w i t h i n the 

dolomite s e c t i o n here. 

Q. Okay. Do you run a post survey on your w e l l 

a f t e r you d r i l l i t ? 

A. You know, you can, but the design I'm l e a n i n g 

toward r i g h t now -- and I've got New Tech l o o k i n g a t both the 

d r i l l i n g program and the completion, but I had a l o t of 

experience w i t h EOG Resources and, you know, we're l a r g e 

h o r i z o n t a l p l a y e r s . And we found -- you know, h o r i z o n t a l 

w e l l s , there's so much you don't see above or below you. So I 
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would use the l i m i t e d e n t r y technology i n t h a t t h r e e stages 

along the 5,000 f e e t . That w i l l ensure -- 80 b a r r e l s a minute 

w i l l p r e t t y much ensure t h a t you're g e t t i n g those e n t i r e stage 

open and f r a c e d t o f u l l 100 f e e t . 

Q. I s t h a t a l i n e r , uncemented l i n e r , you're running 

there? 

A. Right now we're l o o k i n g at i t t h a t way j u s t 

because i t i s the cheapest. And I f e e l i f we do a proper 

completion, w e ' l l get i t open -- the m a j o r i t y of the pay open. 

Cimarex and even COG have been using what they c a l l peak 

completion, which i s a uncemented l i n e r w i t h packers. And once 

they get i t s e t , the packers s e t , and you have a p o r t t h a t 

opens f o r each stage --

Q. So you pump and f r a c a l l i n one b i g --

A. Yes. 

Q. -- set up? 

A. Right. And t h e y ' l l have b a l l s t h a t w i l l — 

Q. Separate the stages? 

A. -- d i v e r t the f r a c j o b i n t o the next set of 

packers, yes. 

Q. And you can pack enough reserves i n here t o pay 

f o r $4 m i l l i o n ? 

A. Yes. A c t u a l l y , yes. And as you can see, back on 

E x h i b i t A, the v e r t i c a l w e l l s , and I b e l i e v e they o n l y d r a i n 40 

acres or less have made some of them up t o 50,000. So then i f 
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you take f o u r spacing u n i t s , i t gives you an idea of the 

reserves. 

Q. And they're f l a t ? 

A. They're very f l a t , yeah. So again, i t ' s a 

r e l a t i v e l y new p l a y , and we don't have any long-term r e s u l t s , 

but we do b e l i e v e t h a t there's a good chance of e s t a b l i s h i n g 

commercial p r o d u c t i o n . 

Q. Okay. 

MR. WARNELL: No questions. 

MR. BROOKS: I guess I ' l l address t h i s q uestion t o 

counsel, because I should have addressed i t t o the l a s t 

witness. 

Did you give n o t i c e s t o the o f f s e t s as w e l l as t o the 

people t o be pooled? 

MR. BRUCE: Yes, Mr. Examiner. And i f you'd l i k e , I 

d i d have a p l a t t h a t i d e n t i f i e d a l l of the o f f s e t s . I can 

submit t h a t . 

MR. BROOKS: I t h i n k t h a t would be h e l p f u l . 

MR. BRUCE: But E x h i b i t 6 i s the n o t i c e t o the 

o f f s e t s and the records of the county, State, BLM and OCD, i f 

you look at the land p l a t , which I t h i n k i s E x h i b i t 1, 

y o u ' l l -- a l o t of the acreage t o the south i s operated by 

c e r t a i n o p e r a t o r s . And then i n Section 30 i t s e l f , almost a l l 

of the i n t e r e s t owners i n the proposed w e l l are also o f f s e t s . 

So I might not have n o t i f i e d them s e p a r a t e l y as such, but 
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they -- the ones t h a t were not counted were n o t i f i e d . 

MR. BROOKS: Okay. Now, COG was among the p a r t i e s 

n o t i f i e d , i t looks l i k e ? 

MR. BRUCE: As an o f f s e t o p e r a t o r . 

MR. BROOKS: Very good. 

MR. BRUCE: I w i l l submit t h a t p l a t . I have t h a t 

data. 

MR. BROOKS: I appreciate i t . 

MR. BRUCE: As y o u ' l l see from the next case, I spent 

a l l my time p r e p a r i n g about 50 pounds of e x h i b i t s f o r you on 

t h a t case and neglected t h i s one. 

MR. BROOKS: Okay. 

MR. JONES: Thanks, Mr. Bruce. With t h a t , w e ' l l take 

Case No. 14245 under advisement. And l e t ' s take a 10-minute 

break. 
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