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EXAMINER CATANACH: At t h i s t i m e w e ' l l c a l l 

Case 10386. 

MR. STOVALL: A p p l i c a t i o n o f McKay O i l 

C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Eddy C o u n t y , New 

M e x i c o . 

EXAMINER CATANACH: Are t h e r e a p p e a r a n c e s i n 

t h i s case? 

MR. KELLAHIN: May i t p l e a s e t h e Examiner I'm 

Tom K e l l a h i n o f t h e Santa Fe law f i r m K e l l a h i n , 

K e l l a h i n & Aubrey a p p e a r i n g on b e h a l f o f t h e 

a p p l i c a n t s , and I have t h r e e w i t n e s s e s t o be sworn. 

MR. CARR: May i t p l e a s e t h e Exa m i n e r , my name 

i s W i l l i a m F. C a r r w i t h t h e law f i r m C a m p b e l l , C a r r , 

Berge & S h e r i d a n o f Santa Fe. I'm a p p e a r i n g i n 

o p p o s i t i o n t o t h e a p p l i c a t i o n o f McKay i n t h i s 

c a se. 

I a l s o have an a p p l i c a t i o n t h a t ' s d o c k e t e d 

f o r h e a r i n g t o d a y . I t i s Case Number 10363 w h i c h i s 

t h e a p p l i c a t i o n o f Yates P e t r o l e u m C o r p o r a t i o n f o r 

c o m p u l s o r y p o o l i n g . Some o f t h e same l a n d s a r e 

i n v o l v e d i n each o f t h e p o o l i n g cases a c c o r d i n g l y . 

We w o u l d r e q u e s t t h a t t h a t case a l s o be 

c a l l e d and t h e y be c o n s o l i d a t e d f o r h e a r i n g a t t h i s 

t i m e . 

MR. KELLAHIN: We j o i n i n t h a t r e q u e s t , 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

5 

Mr. Examiner. 

EXAMINER CATANACH: W e ' l l j u s t go ahead and do 

t h a t t h e n . W e ' l l c a l l Case 10363. 

MR. STOVALL: A p p l i c a t i o n o f Yates P e t r o l e u m 

C o r p o r a t i o n f o r c o m p u l s o r y p o o l i n g , Eddy C o u n t y , New 

Me x i c o . 

EXAMINER CATANACH: Are t h e r e any o t h e r 

a p p e a r a n c e s i n any e i t h e r o f t h e s e cases? 

(No r e s p o n s e ) 

EXAMINER CATANACH: Mr. C a r r , how many 

w i t n e s s e s do you have? 

MR. CARR: I have t h r e e . 

MR. CATANACH: Can I g e t a l l t h e w i t n e s s e s t o 

s t a n d up and be sworn a t t h i s t i m e ? 

( A t w h i c h t i m e Mecca M o r r i s o n , Roy Beck, 

P i n s o n McWhorter, George Reddy, C h a r l e s Sanders and 

Roy McKay were sworn.) 

MR. CARR: I t h i n k I s h o u l d go f i r s t . The 

r e a s o n i s I f i l e d t h e i n i t i a l a p p l i c a t i o n . We 

h a v e n ' t d i s c u s s e d t h a t , b u t --

MR. KELLAHIN: I have no o b j e c t i o n t o Mr. C a r r 

p r e s e n t i n g h i s t e c h n i c a l case f i r s t . I'm p r e p a r e d 

t o make a s h o r t s t a t e m e n t , o f c o u r s e . I f t h a t ' s 

a p p r o p r i a t e you may go ahead. 

MR. KELLAHIN: We're g o i n g t o ask y o u , 
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Mr. E x a m i n e r , t o r e s o l v e a d i s p u t e between Yates and 

McKay t h a t t h e p a r t i e s have been u n a b l e t o r e s o l v e 

f o r t h e m s e l v e s . The case has come b e f o r e you i n t h e 

f o r m a t o f c o m p e t i n g c o m p u l s o r y p o o l i n g c a s e s , b u t 

t h e y a r e much more t h a n t h a t . 

We're a s k i n g you t o d e t e r m i n e t h e optimum 

l e a s t r i s k y w e l l l o c a t i o n . I n a d d i t i o n , we're 

a s k i n g you t o d e t e r m i n e t h e a p p r o p r i a t e o r i e n t a t i o n 

o f t h e s p a c i n g u n i t . V i r t u a l l y e v e r y o t h e r i s s u e 

i n v o l v e d i n c o m p u l s o r y p o o l i n g c a s e s , I t h i n k , i s 

s u b s t a n t i a l l y u n c o n t e s t e d . There i s no q u e s t i o n 

t h a t b o t h o p e r a t o r s a r e compe t e n t t o be o p e r a t o r s . 

My u n d e r s t a n d i n g i s t h a t t h e r e i s no 

m a t e r i a l d i f f e r e n c e w i t h r e g a r d t o t h e e s t i m a t e d 

c o s t f o r d r i l l i n g e i t h e r one o f t h e s e w e l l s . I t ' s 

my u n d e r s t a n d i n g t h a t t h e o v e r h e a d c h a r g e s a r e n o t a 

s u b j e c t o f s e r i o u s d i s p u t e , b u t what i s i s where you 

p u t t h e we11. 

We're d e a l i n g i n t h e South Dagger Draw 

A s s o c i a t e d O i l and Gas P o o l . I t ' s g o t i t s own 

s p e c i a l r u l e s t h a t a r e g r a f t e d i n t o t h e A s s o c i a t e d 

O i l and Gas P o o l R u l e s . We're l o o k i n g a t a 

p a r t i c u l a r s e c t i o n , S e c t i o n 25. The d e v e l o p m e n t o f 

t h e S o u t h Dagger Draw has been s u b s t a n t i a l l y 

a c c o m p l i s h e d i n t h i s p o o l by Yates P e t r o l e u m , and as 
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t h a t d e v e l o p m e n t t a k e s p l a c e i t ' s moving s o u t h w a r d 

t o w a r d S e c t i o n 25. 

S e c t i o n 25 i s composed so t h a t t h e 

s o u t h w e s t q u a r t e r o f t h e s e c t i o n , p l u s t h e 4 0 - a c r e 

t r a c t b e i n g t h e s o u t h e a s t o f t h e n o r t h w e s t a r e 

c o n t r o l l e d by Y a t e s , and t h e b a l a n c e o f t h i s s e c t i o n 

i s c o n t r o l l e d by McKay. 

Yates has been s u c c e s s f u l i n t h e l a s t few 

weeks i n c o m p l e t i n g a v e r y n i c e Dakota Dagger Draw 

o i l w e l l t h a t r e p o r t s i n d i c a t e p r o d u c e s i n excess o f 

450 b a r r e l s o f o i l a day. Th a t w e l l i s l o c a t e d i n 

t h e s o u t h e a s t o f t h e s o u t h e a s t o f S e c t i o n 23 w h i c h 

i s t h e d i r e c t d i a g o n a l o f f s e t t o t h e w e l l l o c a t i o n 

t h a t Mr. McKay p r o p o s e s f o r t h i s w e l l . 

As t h e d e v e l o p m e n t has o c c u r r e d , t h i s 

summer Yates p r o p o s e d t o McKay t h a t a west h a l f 

s p a c i n g u n i t be forme d and p r o p o s e d . However, 

i n s t e a d o f d r i l l i n g t h e w e l l i n t h e n o r t h w e s t o f t h e 

n o r t h w e s t t h a t t h i s w i l l be l o c a t e d i n t h e s o u t h w e s t 

o f t h e s o u t h w e s t . We c a n n o t r e s o l v e t h a t among 

o u r s e l v e s . 

I t i s o u r b e l i e f , and o u r b e l i e f t h e p r o o f 

w i l l d e m o n s t r a t e t o y o u , t h a t t h e d e v e l o p m e n t 

l o c a t i o n o f l e a s t r i s k i s t h e McKay l o c a t i o n . T h a t 

i s one o f t h e t h i n g s y o u ' r e g o i n g t o be asked t o 
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r e s o l v e . 

I n a d d i t i o n , i t ' s i m p o r t a n t t o us t o l a y 

t h e u n i t s down. We t h i n k an a p p r o p r i a t e s o l u t i o n i n 

t h i s r e s e r v o i r i s t o have t h e n o r t h h a l f and s o u t h 

h a l f p r o r a t i o n u n i t . Yates has p r o p o s e d a w e s t 

h a l f . We t h i n k t h a t ' s wrong. The t e c h n i c a l case 

w i l l be p r e s e n t e d t o you on b e h a l f o f Mr. McKay by 

George Reddy. Mr. Reddy i s an e x p e r i e n c e d g e o l o g i s t 

who's been r e t a i n e d by Mr. McKay t o make a t h o r o u g h 

and c o m p l e t e s t u d y o f t h e g e o l o g y and t o come up 

w i t h h i s own i n d e p e n d e n t r e c o m m e n d a t i o n as t o where 

t o p l a c e t h e w e l l w i t h i n t h i s s e c t i o n , w h i c h i s now 

f r e e o f b e i n g d e d i c a t e d t o any w e l l i n t h e p o o l . 

So we have t h e c h o i c e and t h e f l e x i b i l i t y 

n o t o n l y o f t h e w e l l l o c a t i o n , b u t o f t h e 

o r i e n t a t i o n , and i t w i l l be Mr. Reddy's i n d e p e n d e n t 

g e o l o g i c c o n c l u s i o n and r e c o m m e n d a t i o n t h a t we 

l o c a t e t h e w e l l i n t h e n o r t h w e s t o f t h e n o r t h w e s t . 

I n a d d i t i o n , w e ' l l p r e s e n t t o you a 

p e t r o l e u m e n g i n e e r , Mr. C h a r l e s Sanders. 

Mr. Sanders has done h i s own i n d e p e n d e n t s t u d y . I t 

i s h i s c o n c l u s i o n , and my c l i e n t s b e l i e f , t h a t 

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

n o r t h w e s t o f t h e n o r t h w e s t , t h i s a c r e a g e and 

Mr. McKay's i n t e r e s t i s g o i n g t o be d r a i n e d by t h e 
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Yates o p e r a t e d w e l l t o t h e n o r t h and t o t h e w e s t , 

and so t h e r e ' s a d r a i n a g e component t o t h i s c ase. 

I t i s o u r b e l i e f and c o n c l u s i o n , and we 

hope t h e e v i d e n c e d e m o n s t r a t e s t o you t h a t a t t h e 

end o f t h e p r e s e n t a t i o n you w i l l a g r e e w i t h u s , and 

t h a t you w i l l g r a n t o ur c o m p u l s o r y p o o l i n g o r d e r 

d e d i c a t i n g t h e n o r t h h a l f t o o u r w e l l a t o u r 

l o c a t i o n and a l l o w us t o go f o r w a r d w i t h t h e 

de v e l o p m e n t o f what we t h i n k a r e o i l and gas 

r e s e r v e s i n t h i s s e c t i o n t h a t o u g h t t o be d e v e l o p e d . 

We a r e opposed t o Yates and t h e i r l o c a t i o n , 

t h e i r o r i e n t a t i o n . We've e x p r e s s e d t h a t t o them 

r e p e a t e d l y , and t h e p a r t i e s c a n n o t s o l v e i t f o r 

t h e m s e l v e s , so you must do i t f o r us. And t h a t i s 

our case. 

EXAMINER CATANACH: Mr. C a r r , w o u l d you l i k e 

t o --

MR. CARR: I'm g o i n g t o w a i v e o p e n i n g . I'm 

r e a d y t o c a l l my f i r s t w i t n e s s , Mecca M o r r i s o n , an 

e x p e r t w i t n e s s i n p e t r o l e u m l a n d m a t t e r s . 

EXAMINER CATANACH: Okay. 

MR. CARR: And I have t o p i c k up t h e e x h i b i t s 

w h i c h a r e i n t h e n e x t room. 

MECCA MORRISON, 

t h e W i t n e s s h e r e i n , b e i n g d u l y s w o rn, was examined 
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and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. W i l l you s t a t e y o u r name and p l a c e o f 

r e s i d e n c e ? 

A. My name i s Mecca M o r r i s o n and I r e s i d e i n 

A r t e s i a , New Mex i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. I'm employed w i t h Yates P e t r o l e u m 

C o r p o r a t i o n as an a s s o c i a t e landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e 

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

A. No, I have n o t . 

Q. C o u l d you b r i e f l y summarize y o u r 

e d u c a t i o n a l b a c k g r o u n d , and t h e n r e v i e w y o u r work 

e x p e r i e n c e ? 

A. I have a b a c h e l o r o f b u s i n e s s 

a d m i n i s t r a t i o n d e g r e e f r o m West Texas S t a t e 

U n i v e r s i t y , and i n t h e l a s t e i g h t - a n d - a - h a l f y e a r s 

I ' v e worked f o r Yates P e t r o l e u m C o r p o r a t i o n Land 

D e p a r t m e n t . The l a s t f o u r y e a r s I ' v e been d o i n g 

t e c h n i c a l and landman work. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n f i l e d 

i n t h i s case on b e h a l f o f Yates P e t r o l e u m 
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C o r p o r a t i o n ? 

A. Yes, I am. 

Q. And a r e you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d a l s o by McKay? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h t h e a r e a and t h e 

ac r e a g e t h a t i s i n v o l v e d i n each o f t h e s e 

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

A. Yes, I am. 

MR. CARR: We t e n d e r Miss M o r r i s o n as an 

e x p e r t w i t n e s s i n p e t r o l e u m l a n d m a t t e r s . 

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

Q. (By Mr. C a r r ) Would you b r i e f l y s t a t e what 

Yates seeks w i t h t h i s a p p l i c a t i o n ? 

A. Yates P e t r o l e u m i s s e e k i n g t o c o m p u l s o r y 

p o o l a l l t h e m i n e r a l i n t e r e s t i n t h e west h a l f o f 

S e c t i o n 25, 20 S o u t h , 24 E a s t , and we're a l s o h e r e 

i n o p p o s i t i o n t o McKay O i l C o r p o r a t i o n f o r c e p o o l i n g 

Case Number 10386. 

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

p r e s e n t a t i o n i n t h i s case? 

A. Yes, I have. 

Q. And w o u l d you r e f e r t o what has been marked 

f o r i d e n t i f i c a t i o n as Yates E x h i b i t Number 1? 

A. E x h i b i t Number 1 i s a l a n d map t h a t shows 
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o u r p r o p o s e d l o c a t i o n i n t h e s o u t h w e s t s o u t h w e s t o f 

S e c t i o n 25 and a l s o shows our s p a c i n g u n i t as b e i n g 

t h e w e s t h a l f o f S e c t i o n 25. 

Q. And what does t h e y e l l o w s h a d i n g i n d i c a t e ? 

A. The y e l l o w s h a d i n g i s a c r e a g e t h a t Y a t e s 

P e t r o l e u m e i t h e r has an i n t e r e s t o r i s an o p e r a t o r 

o f . 

Q. Okay. What i s t h e p r i m a r y o b j e c t i v e i n t h e 

p r o p o s e d w e l l ? 

A. To t e s t t h e Canyon f o r m a t i o n a t 

a p p r o x i m a t e l y 8100 f e e t . 

Q. And c o u l d you i d e n t i f y what has been marked 

as Yates E x h i b i t s Number 2? 

A. E x h i b i t Number 2 i s t h e o p e r a t i n g agreement 

we've p r e p a r e d under w h i c h t o d r i l l t h i s w e l l . I t ' s 

our s t a n d a r d f o r m t h a t we use t o o p e r a t e most o f o u r 

w e l l s u n d e r , and i t ' s on APL f o r m o f 1977. 

Q. And t h i s i s t h e o p e r a t i n g agreement t h a t 

has been j o i n e d i n by a l l t h e Yates e n t i t i e s t h a t 

a r e i n v o l v e d i n t h e t r a c t ? 

A . Yes, s i r . 

Q. Th a t has n o t been a c c e p t e d o r a g r e e d t o by 

McKay? 

A. No, i t has n o t . 

Q. Okay. And what p e r c e n t a g e o f t h e a c r e a g e 
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u n d e r t h e west h a l f u n i t -- p r o p o s e d u n i t -- has 

been v o l u n t a r i l y c o m m i t t e d t o t h e w e l l ? 

A. We have 61.25 p e r c e n t c o m m i t t e d . 

Q. And i s t h i s a r e g u l a r o r an i r r e g u l a r 

s e c t i o n ? 

A. I t ' s a r e g u l a r s e c t i o n . 

Q. C o u l d you i d e n t i f y what has been marked as 

Yates P e t r o l e u m C o r p o r a t i o n E x h i b i t Number 3? 

A. E x h i b i t Number 3 i s o u r AFE t h a t we've 

p r e p a r e d t o d r i l l and e q u i p o u r p r o p o s e d w e l l . 

Q. And on t h i s e x h i b i t , c o u l d you j u s t r e v i e w 

t h e c o s t f o r a d r y h o l e and a l s o f o r a c o m p l e t e d 

w e l l i f s u c c e s s f u l ? 

A. Okay. A d r y h o l e w i l l c o s t a p p r o x i m a t e l y 

$240,000. A c o m p l e t e d w e l l w i l l be a p p r o x i m a t e l y 

$504,000. 

Q. Are t h e s e c o s t s i n l i n e w i t h w h a t's c h a r g e d 

f o r w e l l s t o t h i s d e p t h i n t h i s area? 

A. Yes, i t i s . 

Q. Now, Miss M o r r i s o n , w o u l d you r e f e r t o 

Yates E x h i b i t 4 and 5 t o g e t h e r . 

A. Okay. 

Q. And w i t h t h e s e e x h i b i t s j u s t b r i e f l y 

summarize t h e e f f o r t s made by Yates P e t r o l e u m 

C o r p o r a t i o n t o r e a c h a v o l u n t a r y agreement f o r t h e 
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d e v e l o p m e n t o f t h e west h a l f o f S e c t i o n 25? 

A. Okay. J u l y o f 1990 we f i r s t c o n t a c t e d 

Mr. McKay r e g a r d i n g t h i s a r e a , and s i n c e t h e n we 

have s e n t a p p r o x i m a t e l y 17 l e t t e r s t o a l l t h e o t h e r 

w o r k i n g i n t e r e s t owners and had a p p r o x i m a t e l y 22 

phone c o n v e r s a t i o n s . 

Q. A t t h i s p o i n t i n t i m e you have n o t been 

a b l e t o r e a c h a v o l u n t a r y agreement f o r t h e 

d e v e l o p m e n t o f a west h a l f u n i t ? 

A. No, we have n o t . 

Q. C o u l d you i d e n t i f y what has been marked as 

Yates P e t r o l e u m C o r p o r a t i o n E x h i b i t Number 6? 

A. Yes, s i r . I t ' s t h e a p p l i c a t i o n f i l e d w i t h 

t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n . 

Q. I s t h i s an a f f i d a v i t s h o w i n g t h a t l e t t e r s 

g i v i n g n o t i c e o f t h e h e a r i n g were p r o v i d e d t o a l l 

i n t e r e s t owners i n t h e west h a l f as r e q u i r e d by OCD 

r u l e s ? 

A. Yes, i t i s . 

Q. Okay. Had you a l s o i d e n t i f i e d what i s 

marked as E x h i b i t Number 7? 

A. E x h i b i t Number 7 i s a l e t t e r f r o m 

Mr. C h r i s t o p h e r E c h o l s who i s an o i l r i g h t r o y a l t y 

owner on Mr. McKay's t r a c t t h a t was s e n t t o t h e 

S t a t e Land O f f i c e i n o u r b e h a l f a g r e e i n g t o o u r 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

15 

b e i n g o p e r a t o r and a l s o an agreement w i t h o u r 

p r o p o s e d l o c a t i o n . 

Q. Does Yates P e t r o l e u m C o r p o r a t i o n seek t o be 

d e s i g n a t e d o p e r a t o r o f t h e w e l l t h a t i t i s p r o p o s i n g 

i n t h e west h a l f o f S e c t i o n 25? 

A. Yes, t h e y do. 

Q. W i l l Yates a l s o be c a l l i n g g e o l o g i c a l and 

e n g i n e e r i n g w i t n e s s e s t o t e s t i f y as t o t h e t e c h n i c a l 

p o r t i o n s o f t h i s case? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s 1 t h r o u g h 7 e i t h e r p r e p a r e d 

by you o r c o m p i l e d under y o u r d i r e c t i o n and 

s u p e r v i s i o n ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , we move 

t h e a d m i s s i o n o f Yates E x h i b i t s 1 t h r o u g h 7. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 7 w i l l 

be a d m i t t e d as e v i d e n c e . 

( Y a t e s P e t r o l e u m C o r p o r a t i o n E x h i b i t s 1 

t h r o u g h 7 were a d m i t t e d i n e v i d e n c e . ) 

MR. CARR: Tha t c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f t h i s w i t n e s s . 

EXAMINER CATANACH: Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 
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Q. Miss M o r r i s o n , w i l l you r e f e r t o E x h i b i t 1 

w h i c h i s t h e l a n d p l a t w i t h t h e y e l l o w s h a d i n g on 

i t ? 

A. Yes, s i r . 

Q. When we l o o k a t S e c t i o n 25, am I c o r r e c t i n 

my o p e n i n g s t a t e m e n t when I l o o k a t t h e s o u t h w e s t 

q u a r t e r o f t h a t s e c t i o n , i s t h e w o r k i n g i n t e r e s t 100 

p e r c e n t Yates and t h e Yates e n t i t i e s ? 

A. Yes, s i r . 

Q. And t h e n you p i c k up t h e a d d i t i o n a l 5 0 - a c r e 

t r a c t o u t o f t h e n o r t h w e s t q u a r t e r w h i c h i s t h e 

s o u t h e a s t o f t h e n o r t h w e s t ? 

A. Yes, s i r . 

Q. And a p a r t f r o m t h a t , t h e b a l a n c e o f t h e 

w o r k i n g i n t e r e s t i n t h e s e c t i o n i s c o n t r o l l e d by 

McKay? 

A. Yes, s i r . 

Q. Okay. I f t h e p r o r a t i o n u n i t i s t u r n e d t o a 

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

Yates e n t i t i e s w o u l d have a 50 p e r c e n t w o r k i n g 

i n t e r e s t , w o u l d t h e y n o t ? 

A. Th a t w o u l d be c o r r e c t . 

Q. Okay. Your map shows a d j o i n i n g i n t e r e s t t o 

t h e west i n S e c t i o n 25. As a l a n d p e r s o n w i t h 

e x p e r i e n c e i n t h i s a r e a , can you t e l l us what t h e 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

17 

p e r c e n t a g e w o r k i n g i n t e r e s t t h e Yates e n t i t i e s had 

i n S e c t i o n 25 -- I'm s o r r y , 26? 

A. I n 26? 

Q. Uh-huh. 

A. We own 100 p e r c e n t o f t h a t s e c t i o n . 

Q. Okay. And as we go i n t o t h e 23 t o t h e 

n o r t h ? 

A. Yes, s i r . 

Q. What's t h e p e r c e n t a g e i n t h a t s e c t i o n f o r 

t h e Yates? 

A. I t ' s a l s o 100 p e r c e n t Yates e n t i t i e s . 

Q. Okay. I h a v e n ' t had a chance t o l o o k a t 

y o u r documents on t h e c o r r e s p o n d e n c e and t h e 

t a b u l a t i o n , b u t show me t h e f i r s t -- o r t e l l me t h e 

d a t e o f f i r s t w r i t t e n c o m m u n i c a t i o n t o Mr. McKay i n 

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

t h i s west h a l f o r i e n t a t i o n was s u b m i t t e d t o him f o r 

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

A. You want t h e a c t u a l l e t t e r ? 

Q. Yes. 

A. I b e l i e v e we t a l k e d a b o u t i t f i r s t , b u t t h e 

a c t u a l l e t t e r ? 

Q. Uh-huh. 

A. Th a t w o u l d be on J u l y 8, 1991, i s when we 

s e n t t h e a c t u a l p r o p o s a l . 
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Q. Had d i s c u s s i o n s p r i o r t o t h a t c e n t e r e d 

a r o u n d p o t e n t i a l f a r m o u t s o f h i s a c r e a g e t o j o i n 

Y a t e s i n d e v e l o p i n g t h i s s e c t i o n ? 

A. We had d i s c u s s e d t h a t , y e s , s i r . 

Q. When we g e t down t o t h e s p e c i f i c s o f t h i s 

p a r t i c u l a r w e l l t h a t ' s now t h e s u b j e c t o f 

Mr. Catanach's d e c i s i o n , t h e f i r s t w r i t t e n 

c o m m u n i c a t i o n i s t h e J u l y 8 t h l e t t e r ? 

A. Yes, s i r . 

Q. Okay. A t t h a t t i m e , were you aware o f 

Mr. McKay's d e s i r e t o have t h e n o r t h w e s t o f t h e 

n o r t h w e s t as t h e a d d i t i o n a l w e l l -- as t h e i n i t i a l 

w e l l l o c a t i o n f o r t h i s w e l l ? 

A. Yes, s i r . On J u l y 3 r d o f 1991, I t a l k e d t o 

Mr. McKay on t h e phone and he d i d r e l a y t h a t , and 

t h a t ' s a l s o t h e f i r s t t i m e we had a l o c a t i o n p i c k e d 

and where o u r s p a c i n g was g o i n g t o be. 

Q. So d u r i n g t h i s p e r i o d o f t i m e b o t h 

companies a r e t a l k i n g t o each o t h e r a b o u t r e s o l v i n g 

t h e i r d i f f e r e n c e s i n te r m s o f t h e w e l l l o c a t i o n ? 

A. Yes, s i r . 

Q. And t h a t was ne v e r r e s o l v e d ? 

A. No, s i r , i t was n o t . 

Q. I n a d d i t i o n t o t h e w e l l l o c a t i o n t h e r e i s a 

c o n t i n u i n g d i f f e r e n c e o f o p i n i o n on t h e o r i e n t a t i o n 
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o f t h a t s p a c i n g u n i t , i s n ' t t h e r e ? 

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

Q. And u n t i l t h o s e a r e r e s o l v e d t h e n , t h e 

q u e s t i o n o f t h e o p e r a t i n g agreement and r e a c h i n g 

o t h e r t e r m s r e a l l y i s p r e m a t u r e ? 

A. Yes, s i r . 

Q. Subsequent t o t h e Yates r e q u e s t t h e n , I 

t h i n k t h i s shows t h a t Mr. C a r r on t h e 1 2 t h o f J u l y 

f i l e d t h e c o m p u l s o r y p o o l i n g a p p l i c a t i o n ? 

A. T h a t ' s c o r r e c t . 

Q. Okay. And t h e n s u b s e q u e n t l y I b e l i e v e , i n 

A u g u s t , Mr. McKay made h i s w e l l p r o p o s a l f o r m a l l y t o 

Yates w i t h an AFE and a l s o h i s c o m p u l s o r y p o o l i n g 

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

A. T h a t ' s c o r r e c t . 

Q. Okay. A t t h i s p o i n t i n t i m e , i s i t a f a i r 

c h a r a c t e r i z a t i o n t h a t i t ' s i m p o s s i b l e t o r e a c h an 

agreement u n l e s s t h e Examiner d e c i d e s what t o do 

a b o u t w e l l l o c a t i o n s and o r i e n t a t i o n o f t h e s p a c i n g ? 

A. I b e l i e v e t h a t ' s c o r r e c t . 

MR. KELLAHIN: N o t h i n g f u r t h e r . Thank y o u . 

EXAMINATION 

BY MR. CATANACH: 

Q. Miss M o r r i s o n , i n t h e west h a l f o f 

S e c t i o n 25 b e s i d e s t h e Yates and McKay, a r e t h e r e 
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any o t h e r w o r k i n g i n t e r e s t e n t i t i e s t h a t y o u ' r e 

d e a l i n g w i t h here? 

A. There a r e o t h e r Yates e n t i t i e s i n v o l v e d . 

There i s a l s o -- b e s i d e s McKay O i l C o r p o r a t i o n 

t h e r e ' s a Sanders P e t r o l e u m C o r p o r a t i o n , and t h a t 

w o u l d be a l l t h e e n t i t i e s i n v o l v e d . 

Q. Have you c o n s o l i d a t e d a l l t h e i n t e r e s t w i t h 

t h e e x c e p t i o n o f McKay? 

A. We've c o n s o l i d a t e d a l l t h e Yates e n t i t i e s . 

McKay O i l and Sanders P e t r o l e u m have n o t been. 

Q. Sanders has n o t been? 

A. No, s i r . 

Q. Do you know why t h e y have n o t been 

c o n s o l i d a t e d ? 

A. I t h i n k f o r t h e same r e a s o n s t h a t McKay has 

n o t been. 

Q. Do you know what p e r c e n t a g e t h e y own? 

A. J o i n t l y t h e y own 38.5, o r 38.75 p e r c e n t . 

Q. When were t h e Sanders i n t e r e s t -- when were 

t h e y f i r s t c o n t a c t e d ? 

A. I d i d n o t l e a r n o f t h e i r i n t e r e s t u n t i l 

A u g u s t 1 s t o f '91 when I t a l k e d t o Mr. Dan Sorenson 

who had been an i n t e r e s t owner, and he i n f o r m e d me 

t h a t he had s o l d h i s i n t e r e s t t o Sanders P e t r o l e u m a 

y e a r b e f o r e . 
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The a s s i g n m e n t was n o t f i l e d u n t i l J u l y 

22nd o f t h i s y e a r , and so I went and che c k e d r e c o r d s 

a t t h a t p o i n t and t h a t ' s when I came a c r o s s t h e 

a s s i g n m e n t , and I n o t i f i e d them. I s e n t t h e same 

AFE t o Sanders P e t r o l e u m on August 1 s t o f ' 9 1 , once 

I l e a r n e d o f t h e i r i n t e r e s t . 

Q. And what was t h e i r r e s p o n s e t o y o u r l e t t e r ? 

A. I had no r e s p o n s e . 

EXAMINER CATANACH: T h a t ' s a l l I have. 

MR. CARR: A t t h i s t i m e we c a l l Ray Beck. 

RAY BECK, 

t h e W i t n e s s h e r e i n , a f t e r b e i n g p r e v i o u s l y d u l y 

s w o r n , was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e y o u r f u l l name f o r t h e 

r e c o r d , p l e a s e ? 

A. Ray Beck. 

Q. Mr. Beck, where do you r e s i d e ? 

A. A r t e s i a , New M e x i c o . 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. Yates P e t r o l e u m C o r p o r a t i o n . I'm c h i e f 

g e o l o g i s t . 

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h i s 
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D i v i s i o n ? 

A. Yes, I have. 

Q. And d u r i n g y o u r p r i o r t e s t i m o n y , have y o u r 

c r e d e n t i a l s as an e x p e r t w i t n e s s i n p e t r o l e u m 

g e o l o g y been a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, t h e y have. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n s 

f i l e d i n each o f t h e s e cases? 

A. Yes, I am. 

Q. And have you made a g e o l o g i c a l s t u d y o f t h e 

ar e a t h a t i s i n v o l v e d i n t h e s e cases? 

A. Yes, s i r , I have. 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (By Mr. C a r r ) Have you p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, s i r , I have. 

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

i d e n t i f i c a t i o n as Yates E x h i b i t Number 8? I d e n t i f y 

t h i s and r e v i e w i t f o r t h e e x a m i n e r . 

A. E x h i b i t Number 8 i s a map o f a p o r t i o n o f 

t h e South Dagger Draw Upper P e n n s y l v a n i a A s s o c i a t e d 

P o o l . The map e x h i b i t i s a combined Canyon o r Upper 

Penn d o l o m i t e s t r u c t u r e map and t o p o f b i g w a t e r 
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s t r u c t u r e map. 

The s o l i d c o n t o u r show t h e s t r u c t u r a l 

c o n f i g u r a t i o n on t h e t o p o f t h e Canyon d o l o m i t e 

r e s e r v o i r i n 1 0 0 - f o o t c o n t o u r s , and t h e d o t t e d 

c o n t o u r s show t h e s t r u c t u r a l c o n f i g u r a t i o n o f t h e 

b i g w a t e r c o n t a c t d i p p i n g t o t h e n o r t h e a s t i n 

5 0 - f o o t c o n t o u r s . I can show on t h e c r o s s - s e c t i o n 

h e r e , s o l i d c o n t o u r s a l o n g t h e t o p o f t h i s d o l o m i t e 

mas s . 

Q. And t h a t ' s i n d i c a t e d on y o u r E x h i b i t 9 by 

t h e --

A. S o l i d c o n t o u r s . 

Q. The l i n e a t t h e t o p o f t h e s t r u c t u r e t h a t 

you've drawn? 

A. The q u e s t i o n ? 

Q. The q u e s t i o n i s , you've j u s t moved now f r o m 

E x h i b i t 8 t o E x h i b i t Number 9, c o r r e c t ? 

A. R i g h t . 

Q. And what you've i n d i c a t e d a r e t h e s o l i d 

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

you've i n d i c a t e d on t h i s e x h i b i t ? 

A. Yes. The s o l i d c o n t o u r s on t h i s b i g w a t e r 

s u r f a c e h e r e , so you can more o r l e s s u n d e r s t a n d t h e 

map. T h i s bend i n h e r e , d o n ' t w o r r y a b o u t t h a t . 

T h a t ' s j u s t because t h e c r o s s - s e c t i o n e x t e n d e d o u t 
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o f t h e d i p , and i t r e a l l y d i p s t o t h e n o r t h e a s t . 

The s o l i d c o n t o u r s on t h e ^ map e x h i b i t , 

a g a i n , a r e l i m i t e d t o e a s t and west by 0 d o l o m i t e 

p i n c h - o u t l i n e s . C i r c l e w e l l s p o t s a r e Canyon o r 

deeper p e n e t r a t i o n s . Green c o l o r w e l l s p o t s a r e 

Sou t h Dagger o i l w e l l s . R e d - c o l o r e d s p o t s a r e gas 

w e l l s o r s o u r gas w e l l s . U n c i r c l e d gas w e l l s p o t s 

i n d i c a t e sweet gas p r o d u c t i o n f r o m zones 

s t r a t i g r a p h i c a l l y l o w e r t h a n t h e Canyon such as 

S t r a w n , A t o k a o r Morrow. 

The s t a n d a r d p r o r a t i o n u n i t o f t h e west 

h a l f o f S e c t i o n 25 i s o u t l i n e d i n r e d , and Yates 

s t a n d a r d w e l l l o c a t i o n i n t h e s o u t h w e s t o f t h e 

s o u t h w e s t i s shown. A l s o shown i s t h e s m a l l hexagon 

i n t h e n o r t h w e s t o f t h e n o r t h w e s t o f 25 i n d i c a t i n g 

l o c a t i o n s t a k e , and t h a t ' s by McKay O i l C o r p o r a t i o n . 

Q. A l l r i g h t . Now, E x h i b i t Number 9 i s t h e 

c r o s s - s e c t i o n ? 

A. Yes, s i r . E x h i b i t Number 9 i s t h e 

c r o s s - s e c t i o n i n t h e e a s t t o west c r o s s - s e c t i o n 

d e p i c t i n g t h e d e p t h d i m e n s i o n a c r o s s t h e South 

Dagger Draw. The F r o s t y l o g s a r e hung on a t 100 

f e e t sea l e v e l . The v e r t i c a l s c a l e i s two and a 

h a l f i n c h e s e q u a l s 100 f e e t , and h o r i z o n t a l d i s t a n c e 

between t h e l o g s i s p r o p o r t i o n a l t o mapped 
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d i s t a n c e s . 

Shown i s t h e t o p o f t h e Canyon l i m e s t o n e 

c a l l e d t h e Upper Penn by some w o r k e r s . F e a t u r e d a r e 

t h e l i m i t s o f t h e Dagger Draw D o l o m i t e r e s e r v o i r 

f a c i e s and t h e h y d r o d y n a m i c a 1 l y s o u t h w e s t t o 

n o r t h e a s t t i l t e d b i g w a t e r s u r f a c e . 

Q. Now, Mr. Beck, I t h i n k a t t h i s t i m e we 

s h o u l d f i r s t f o c u s on t h e o p p o s i n g w e l l l o c a t i o n s 

t h a t a r e b e f o r e D a v i d Catanach f o r d e c i s i o n , and so 

i f you c o u l d perhaps s t a r t by d e s c r i b i n g t h e g e n e r a l 

p r o d u c t i o n i n t h e f i e l d and t h e n r e l a t e t h a t t o t h e 

a l t e r n a t i v e w e l l l o c a t i o n s t h a t a r e b e i n g p r o p o s e d ? 

A. A l l r i g h t . Daggar Draw f i e l d p r o d u c e s 

sweet o i l , s o u r gas and b r a c k i s h s u l p h u r w a t e r and 

combine s t r a t i g r a p h i c h y d r o d y n a m i c s and s t r u c t u r a l 

t r a p . 

L i t h o l o g i c a l l y t h e r e s e r v o i r i s d o l o m i t e 

w i t h i n t e r c r y s t a l l i n e , vuggy and f r a c t u r e d 

p o r o s i t y . No d o l o m i t e , no r e s e r v o i r . From t h e 

s t r a t i g r a p h i c s t a n d p o i n t t h e d o l o m i t e r e s e r v o i r 

p i n c h e s - o u t u p d i p and t o t i g h t c e i l i n g l i m e s t o n e on 

m i n o r s h a l e s and p i n c h e s o u t down d i p a t a t i g h t 

l i m e s t o n e and b a s i n a l -- i n t e r b e d d e d b a s i n a l f i e l d 

c l a s s i c s , and t h i s can be seen by e x a m i n i n g t h e w e l l 

l o g s on t h e c r o s s - s e c t i o n s . 
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The f o l l o w i n g a d d r e s s e s t h e h y d r o d y n a m i c 

p o r t i o n o f t h i s complex t r a p . T h e re's no w a t e r - f r e e 

p r o d u c t i o n i n t h i s f i e l d . O i l w e l l s p r o d u c e sweet 

o i l , s o u r gas and b r a c k i s h s u l p h u r w a t e r . Gas w e l l s 

p r o d u c e s o u r gas c o n d e n s a t e , and b r a c k i s h s u l p h u r 

w a t e r . 

However, t h e r e i s a mappable 

h y d r o d y n a m i c a l l y t i l t e d s u r f a c e below w h i c h t h e 

d o l o m i t e r e s e r v o i r i s v i r t u a l l y a l l w a t e r f i l l e d . 

T h i s s u r f a c e w h i c h i s h y d r o d y n a m i c a l l y t i l t e d , i s 

s o u t h w e s t t o n o r t h e a s t i s r e f e r r e d t o as t h e " b i g 

w a t e r . " The f a m i l i a r s i t u a t i o n o f t h e h o r i z o n t a l 

p l a n e o f g a s / o i l and o i l / w a t e r c o n t a c t does n o t 

e x i s t i n t h i s f i e l d . 

The I n d i a n B a s i n Upper Penn f i e l d two t o 

t h r e e m i l e s s o u t h w e s t o f our S e c t i o n 25 h e r e i s a l s o 

an Upper Penn d o l o m i t e r e s e r v o i r w i t h a s o u t h w e s t t o 

n o r t h e a s t h y d r o d y n a m i c a l l y t i l t e d g a s / w a t e r c o n t a c t . 

Q. Are you r e a d y now t o move t o y o u r E x h i b i t 

Number 10? 

A. Yes, s i r . 

Q. Would you i d e n t i f y t h a t f o r Mr. Catanach? 

A. I o f f e r E x h i b i t Number 10, w h i c h i s a copy 

o f a s h o r t paper by Hugh F r e n z e l , t h e g e o l o g i s t , on 

t h e d i s c o v e r y w e l l a t t h e I n d i a n B a s i n f i e l d t o t h e 
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s o u t h , which a t t e s t t o the h y d r o d y n a m i c a l l y t i l t e d 

gas/water c o n t a c t i n t h a t nearby f i e l d , and c e r t a i n 

p e r t i n e n t words are h i g h l i g h t e d f o r your 

convenience. 

Q. Let's now go on, and i f you can e x p l a i n 

what i t takes i n t h i s f i e l d t o make a w e l l f o c u s i n g 

on the s t r u c t u r e of the d o l o m i t e i n the area? 

A. Okay. S t r u c t u r e on the t o p of the d o l o m i t e 

r e s e r v o i r i s e s p e c i a l l y i m p o r t a n t on the e a s t e r n 

most s i d e of the r e s e r v o i r , which we are concerned 

w i t h here. To make an o i l w e l l i n t h i s f i e l d , the 

top of the d o l o m i t e r e s e r v o i r must come i n 

s t r u c t u r a l l y h i g h e r than the t i l t e d b i g water 

s u r f a c e . This s u r f a c e must come i n h i g h e r than t h i s 

one i n o r d e r t o get any hydrocarbons o u t . The 

c o n t a c t comes down here. You can get the d o l o m i t e 

r e s e r v o i r which i s s t r i c t l y a l l water. 

Q. Why don't you go t h r o u g h t o Coquina RS 

Federal Number 1 and r e l a t e t h a t t o t h i s g e n e r a l 

statement? 

A. Okay. The Coquina RS Federal Number 1 w e l l 

i n U n i t C of S e c t i o n 25, which i s a l s o shown on the 

c r o s s - s e c t i o n , i s a dry hole which encounters the 

top of the d o l o m i t e r e s e r v o i r a t or s l i g h t l y below 

the " b i g water" c o n t a c t . 
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Coquina RS F e d e r a l Number 1 has 192 f e e t o f 

d o l o m i t e . However, a l l t h e d o l o m i t e i s below t h e 

b i g w a t e r s u r f a c e and w a t e r wet i s shown by a 

d r i l l - s t e m t e s t t h a t was t a k e n on t h e way down. The 

t o p 85 f e e t o f t h e d o l o m i t e y i e l d e d a p i p e r e c o v e r y 

o f 1,457 f e e t o f s u l p h u r w a t e r w i t h no m e n t i o n o f 

gas t o s u r f a c e o r any o t h e r show. 

One can see t h e i n t e r v a l t e s t e d and 85 f e e t 

o f d o l o m i t e t e s t e d on t h e l o g o f t h e RS F e d e r a l on 

t h e c r o s s - s e c t i o n e x h i b i t . 

Q. C o u l d you now go t o E x h i b i t Number 11 and 

i d e n t i f y t h a t , p l e a s e ? 

A. E x h i b i t Number 1 1 , w h i c h i s a copy o f t h e 

d r i l l stem t e s t c h a r t . I o f f e r E x h i b i t Number 1 1 , 

w h i c h i s a copy o f t h e d r i l l stem t e s t c h a r t . No 

where on t h e c h a r t i s t h e r e any m e n t i o n o f any 

shows, e i t h e r t h e s u r f a c e a c t i o n o r t h e r e c o v e r y . 

Q. Would you go now t o E x h i b i t Number 12? 

A. I n a d d i t i o n , I o f f e r E x h i b i t 12, w h i c h i s a 

copy o f a p o r t i o n o f t h e c h r o n o l o g i c a l w e l l h i s t o r y 

o f t h e RS F e d e r a l Number 1 w h i c h c o v e r s t h e DST 

Number 1 e n t r i e s . Here a g a i n , t h e r e i s no m e n t i o n 

o f any gas t o s u r f a c e o r any o t h e r shows. 

T h e r e f o r e , t h e Coquina F e d e r a l RS Number 1 

b o r e h o l e e n c o u n t e r e d t h e t o p o f t h e d o l o m i t e 
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r e s e r v o i r s t r u c t u r a l l y below. The b i g w a t e r s u r f a c e 

i s w a t e r wet i n t h e d o l o m i t e r e s e r v o i r and i s n o t a 

p r o d u c e r i n t h e South Dagger Draw f i e l d . P l e a s e 

n o t e t h e Coquina RS F e d e r a l i s l o c a t e d one 4 0 - a c r e 

l o c a t i o n e a s t o f t h e l o c a t i o n t h a t ' s asked by McKay 

i n t h e n o r t h w e s t o f t h e n o r t h w e s t o f S e c t i o n 25. 

Q. And t h i s w o u l d be l o c a t e d i n t h e c e n t r a l 

p o r t i o n o f t h e n o r t h h a l f w h i c h McKay i s p r o p o s i n g ? 

A. Yes, s i r . 

Q. And i t w o u l d be l o c a t e d i n t h e e x t r e m e 

n o r t h e a s t e r n p o r t i o n o f t h e west h a l f u n i t w h i c h 

Yates i s p r o p o s i n g ? 

A. T h a t ' s t r u e . 

Q. Now, i f we l o o k a t t h i s s t r u c t u r e map, i t 

ap p e a r s t h a t i t t e n d s t o d r o p o f f o r end f a i r l y 

a b r u p t l y e a s t and, I guess, t h e west s i d e . C o u l d 

you r e l a t e t h a t t o t h e g e n e r a l d e v e l o p m e n t o f t h i s 

f i e l d ? 

A. I t a l s o s h o u l d be p o i n t e d o u t how s t e e p l y 

t h e s t r u c t u r e on t o p o f t h e d o l o m i t e r e s e r v o i r d r o p s 

o f f on t h e e a s t s i d e o f t h e r e s e r v o i r , and how t h i s 

s t e e p l o s s o f s t r u c t u r e m a t e r i a l l y a f f e c t s 

p r o d u c t i o n . 

P l e a s e o b s e r v e t h e w e l l s d r i l l e d on e i t h e r 

s i d e o f t h e b o u n d a r y between S e c t i o n 14 and 13 t o 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

30 

t h e n o r t h o f o u r a r e a o f i n t e r e s t h e r e i n S e c t i o n 

25. Note t h a t t h e t o p o f t h e d o l o m i t e i n t h e H i l l 

View Number 7 w e l l i n U n i t M o f S e c t i o n 13 had 

d r o p p e d o f f 157 f e e t f r o m t h e H i l l View 8 and U n i t P 

of S e c t i o n 14 j u s t one 4 0 - a c r e l o c a t i o n , o r 1300 

f e e t away. 

I'm g o i n g t o r e a d some numbers h e r e . I 

w o u l d n ' t w o r r y a b o u t w r i t i n g them down because 

t h e y ' r e g o i n g t o be c o m p i l e d on a l a t e r e x h i b i t , so 

you d o n ' t k i n d o f have t o w o r r y a b o u t t a k i n g n o t e s . 

The i n i t i a l p r o d u c t i o n on t h e H i g h H i l l 

View 8 w e l l was 250 b a r r e l s o f o i l p e r day p l u s 570 

MCF p e r day, p l u s 992 b a r r e l s o f w a t e r p e r day. 

Whereas t h e i n i t i a l p r o d u c t i o n on t h e Low H i l l View 

7 w e l l was 91 b a r r e l s o f o i l p e r day, 394 MCF p e r 

day and 2,083 b a r r e l s o f w a t e r p e r day. 

Recent p r o d u c t i o n on t h e H i g h H i l l View 8 

was 190 b a r r e l s o f o i l p e r day, p l u s 1,026 MCF a 

day, p l u s 1,635 b a r r e l s o f w a t e r p e r day. Whereas 

t h e r e c e n t p r o d u c t i o n on t h e Low H i l l View Number 7 

was 20 b a r r e l s o f o i l p e r day, 261 MCF p e r day and 

1,028 b a r r e l s o f w a t e r p e r day. 

A l o n g t h e same s e c t i o n l i n e n o t e t h e Y a t e s 

i n t h e s e a r e t h r e e i n U n i t E o f S e c t i o n 13 has 

d r o p p e d o f f s t r u c t u r a l l y 167 f e e t f r o m t h e John 
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Number 4 i n U n i t H o f S e c t i o n 14, a g a i n , j u s t one 

4 0 - a c r e l o c a t i o n away. 

The John Number 4 i n i t i a l s 5 o r 1500 

b a r r e l s o f o i l p e r day p l u s 1800 MCF p e r day, p l u s 

750 b a r r e l s o f w a t e r p e r day and t h e Cen i z a 

Number 3 i n i t i a l s f o r 71 b a r r e l s o f w a t e r p e r day, 

171 MCF p e r day and 1371 b a r r e l s o f w a t e r p e r day. 

Recent p r o d u c t i o n f o r t h e John Number 4 was 

756 b a r r e l s o f o i l p e r day p l u s 2,588 MCF o f gas p e r 

day, p l u s 726 b a r r e l s o f w a t e r p e r day, whereas 

r e c e n t p r o d u c t i o n f o r t h e Cen i z a 3 was 21 b a r r e l s o f 

o i l p e r day b u t 305 MCF p e r day, p l u s 1,158 b a r r e l s 

of w a t e r p e r day. T h i s i s a r e m a r k a b l e d i f f e r e n c e 

i n p r o d u c t i o n f o r such c l o s e l y spaced w e l l s . 

Q. L e t ' s go now t o Yates E x h i b i t Number 13, 

and I ' d ask you t o i d e n t i f y and r e v i e w t h a t ? 

A. A t t h i s t i m e I o f f e r E x h i b i t 13 w h i c h shows 

t h e s t a t e d above p r o d u c t i o n f i g u r e s and o t h e r 

f i g u r e s f r o m p e r t i n e n t w e l l s . F i g u r e s t o t h e l e f t 

o f t h e w e l l s p o t show t h e i n i t i a l p r o d u c t i o n --

i n i t i a l p o t e n t i a l o f t h e w e l l , and f i g u r e s below t h e 

w e l l s p o t show r e c e n t September p r o d u c t i o n . 

Q. And, a g a i n , t h i s j u s t s e t s o u t t h e 

i n f o r m a t i o n c o n t a i n e d i n e x h i b i t s -- o r t h a t you've 

j u s t t e s t i f i e d t o , and i t shows t h e s h a r p d i s p a r i t y 
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o r d i f f e r e n c e i n p r o d u c t i o n between c l o s e r spaced 

a l o n g t h e edge o f t h e f o r m a t i o n ? 

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

Q. What b a s i c c o n c l u s i o n s can you r e a c h a b o u t 

t h e s i g n i f i c a n c e o f s t r u c t u r e i n t h i s area? 

A. The p o i n t o f a l l t h i s i s t h a t a s i g n i f i c a n t 

l o s s o f s t r u c t u r e w i t h c l o s e l y spaced 100 f o o t 

c o n t o u r s o c c u r s on t h e e a s t s i d e o f t h e Dagger Draw 

South F i e l d , and a v e r y good w e l l can be o f f s e t w i t h 

a p o o r w e l l i n j u s t one l o c a t i o n t o t h e e a s t . 

T here's a l s o c l o s e l y t o 100 f o o t c o n t o u r s 

i n S e c t i o n 25. The l e s s o n t h a t t h e w e l l s i n 13 and 

14 t e a c h i s t h a t t h e e a s t s i d e o f t h e Dagger Draw 

p i c k i n g s i s on t h e e a s t s i d e o f t h e Dagger Draw 

p i c k i n g l o c a t i o n s by j u s t c l o s e odds. I t may be 

e c o n o m i c a l l y d a n g e r o u s . 

Q. Now, Mr. Beck, one o f t h e p r i m a r y i s s u e s 

h e r e i s t h e l o c a t i o n t h a t Yates i s p r o p o s i n g as 

compared t o t h e l o c a t i o n p r o p o s e d by Mr. McKay. 

C o u l d you r e v i e w t h e s e two l o c a t i o n s and 

e v a l u a t e them f o r us? 

A. U s i n g t h i s c o m b i n a t i o n map, s t i l l E x h i b i t 

Number 8 h e r e , one can c a l c u l a t e t h e g r o s s p o t e n t i a l 

t h i c k n e s s o f t h e h y d r o c a r b o n b e a r i n g column f o r any 

l o c a t i o n i n t h e Dagger Draw d o l o m i t e r e s e r v o i r . 
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Thus, f o r t h e Yates S t a g h o r n AGJ F e d e r a l Number 1 

l o c a t i o n i n t h e s o u t h w e s t o f t h e s o u t h w e s t o f 

S e c t i o n 25, t h e t o p o f t h e Canyon d o l o m i t e r e s e r v o i r 

i s minus 3908 f e e t . T h a t ' s 3,908 f e e t . You 

s u b t r a c t i t f r o m t h e t o p o f t h e b i g w a t e r a minus 

4,062 f o r a g r o s s h y d r o c a r b o n b e a r i n g column o f 154 

f e e t . 

Q. Now, t h i s i s t h e l o c a t i o n p r o p o s e d by 

Yates ? 

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

Q. Okay. 

A. And I c o u l d show t h a t on t h e c r o s s - s e c t i o n . 

When you measure i t o f f on t h e c r o s s - s e c t i o n i t ' s 

154 f e e t . I ' l l be t a l k i n g a b o u t t h i s one b a s i c a l l y . 

So t h e Yates l o c a t i o n has 154 o f h y d r o c a r b o n b e a r i n g 

column. I t i s v e r y p r o b a b l e t h a t a l a r g e p o r t i o n o f 

t h i s g r o s s i n t e r v a l w i l l have enough d o l o m i t e 

p o r o s i t y and p e r m e a b i l i t y t o r e s u l t i n an 

e c o n o m i c a l l y s u c c e s s f u l o i l and gas w e l l . 

For t h e McKay l o c a t i o n i n t h e n o r t h w e s t o f 

t h e n o r t h w e s t o f S e c t i o n 25, t h e t o p o f t h e d o l o m i t e 

i s minus 4047 s u b t r a c t e d f r o m t h e t o p o f t h e b i g 

w a t e r . A minus 4127 g i v e s a g r o s s p o t e n t i a l 

h y d r o c a r b o n column o f 80 f e e t o r o n l y 52 p e r c e n t o f 

t h e g r o s s p o t e n t i a l h y d r o c a r b o n column i n t h e Ya t e s 
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p r o p o s e d l o c a t i o n . 

I f enough o f t h e p r e d i c t e d 80 f e e t o f t h e 

g r o s s p o t e n t i a l h y d r o c a r b o n column i s t a k e n up by 

nonporou s and pe r m e a b l e r o c k , i t w i l l , i f d r i l l e d a t 

t h e McKay l o c a t i o n , be uneconomic. 

P l e a s e n o t e t h a t f o r each 40 a c r e l o c a t i o n 

I have c a l c u l a t e d t h e g r o s s p o t e n t i a l h y d r o c a r b o n 

column w i t h t h e r e s u l t i n g number p o s t e d t o t h e r i g h t 

o f t h e w e l l s p o t . 

Q. And t h i s i s on E x h i b i t ? 

A. Same E x h i b i t 8. 

Q. E x h i b i t 8. A l l r i g h t . 

A. For i n s t a n c e , t h e n o r t h w e s t o f t h e 

s o u t h w e s t i m m e d i a t e l y , o r S t a g h o r n l o c a t i o n , i s 143 

f e e t , and t h e s o u t h w e s t o f t h e n o r t h w e s t , n o r t h 

a g a i n , i s 122 f e e t , and t h e s o u t h e a s t o f t h e 

s o u t h w e s t i s 78 f e e t , and t h e n o r t h e a s t o f t h e 

s o u t h w e s t i s o n l y 25 f e e t o f g r o s s p o t e n t i a l 

h y d r o c a r b o n column. A l l t h e o t h e r 40 a c r e l o c a t i o n s 

i n S e c t i o n 25 a t z e r o f e e t o f g r o s s p o t e n t i a l 

h y d r o c a r b o n column. Thus, f o r t h e Dagger Draw 

R e s e r v o i r t h e map i n d i c a t e s t h a t t h e west h a l f o f 

S e c t i o n 25, t h e p r o r a t i o n u n i t p r o p o s e d by Y a t e s , i s 

75 p e r c e n t p o t e n t i a l l y p r o d u c t i v e . 

The e a s t h a l f o f t h e S e c t i o n 25, on t h e 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

35 

o t h e r hand, has z e r o p o t e n t i a l f o r p r o d u c t i o n . The 

map a l s o i n d i c a t e s t h e n o r t h h a l f o f S e c t i o n 25 i s 

25 p e r c e n t p o t e n t i a l l y p r o d u c t i v e , and t h e s o u t h 

h a l f i s 50 p e r c e n t p o t e n t i a l l y p r o d u c t i v e . 

S t r o n g l y c o r r o b o r a t i n g t h e map 

i n t e r p r e t a t i o n a r e t h e two w e l l s a l r e a d y d r i l l e d i n 

S e c t i o n 25. The Coquina R.S. F e d e r a l Number 1 i n 

U n i t C, w h i c h has a l r e a d y been d i s c u s s e d w i t h 

e x h i b i t s , has no Dagger Draw p o t e n t i a l by v i r t u e o f 

w a t e r - w e t DST t a k e n on t h e upper 85 f e e t o f t h e 

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

s e c t i o n 25 i s t h e McKay ( f o r m e r l y d r i l l e d by Sun O i l 

Company) C h a r o l e t t e McKay F e d e r a l Number w e l l i n 

U n i t H, w h i c h e n c o u n t e r e d no Canyon o r Upper Penn 

Dagger Draw d o l o m i t e a t a l l . 

One may o b s e r v e t h a t t h e C h a r o l e t t e McKay 

F e d e r a l Number 1 has no d o l o m i t e r e s e r v o i r by 

e x a m i n i n g t h e Compensated N e u t r o n - F o r m a t i o n D e n s i t y 

l o g o f t h e w e l l on t h e c r o s s - s e c t i o n e x h i b i t a l r e a d y 

a d m i t t e d . So, two d r i l l e d w e l l s i n t h e n o r t h h a l f 

have a l r e a d y p r o v e n t o be n o n p r o d u c t i v e as f a r as 

t h e Dagger Draw d o l o m i t e r e s e r v o i r i s c o n c e r n e d . 

One w e l l i s w e t , and t h e o t h e r had no Dagger Draw 

Canyon d o l o m i t e r e s e r v o i r a t a l l . 

Q. W e l l , what c o n c l u s i o n can you r e a c h a b o u t 
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t h e two l o c a t i o n s t h a t a r e b e i n g p r o p o s e d h e r e 

t o d a y ? 

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

p r o p o s e d by Yates c o n s i s t i n g o f t h e west h a l f o f 

S e c t i o n 25 most e f f i c i e n t l y s u r r o u n d s t h e 

p o t e n t i a l l y p r o d u c t i v e p o r t i o n o f S e c t i o n 25. 

G e o l o g i c a l l y , t h e Yates S t a g h o r n AGJ 

F e d e r a l Number 1 l o c a t i o n i n t h e s o u t h w e s t o f t h e 

s o u t h w e s t o f S e c t i o n 25 i s t h e b e s t a l l o w a b l e 

l o c a t i o n i n t h e west h a l f o f t h e p r o r a t i o n u n i t and 

i n d e e d , t h e b e s t a l l o w a b l e l o c a t i o n i n a l l o f 

S e c t i o n 25 f o r d r i l l i n g a w e l l w h i c h w o u l d p r o d u c e 

economic volumes o f o i l and gas i n t h e Dagger Draw 

Canyon d o l o m i t e r e s e r v o i r . 

Q. Now, Mr. Beck, I b e l i e v e you've a l s o 

p r e p a r e d t e s t i m o n y c o n c e r n i n g t h e g e o l o g i c a l r i s k 

a s s o c i a t e d w i t h t h e de v e l o p m e n t o f t h e s e p r o p e r t i e s ? 

A . Yes, s i r . 

Q. C o u l d you b r i e f l y summarize what r i s k i s 

a s s o c i a t e d w i t h t h e de v e l o p m e n t o f t h i s t y p e o f a 

r e s e r v o i r ? 

A. The Daggar R e s e r v o i r i s a c a r b o n a t e 

r e s e r v o i r , and l i k e a l l c a r b o n a t e r e s e r v o i r s i t ' s 

complex i n g e o m e t r y and v a r i a b l e i n r e s e r v o i r 

q u a l i t y f r o m p l a c e t o p l a c e . T h a t i s , t h e r e i s 
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a l w a y s g e o l o g i c a l r i s k i n d r i l l i n g f o r and 

d e v e l o p i n g c a r b o n a t e r e s e r v o i r . 

An example o f how t h e Dagger Draw d o l o m i t e 

r e s e r v o i r can a b r u p t l y t h i n t o z e r o d o l o m i t e 

r e s e r v o i r i n a s h o r t d i s t a n c e may be seen on t h e map 

i n S e c t i o n 34 o f 20024, E x h i b i t 8 t h e r e on t h e main 

map . 

Conoco d r i l l e d t h e i r P r e s t o n F e d e r a l Number 

2 w e l l a t a 4 0 - a c r e l o c a t i o n n o r t h o f an o l d e r 

S t a n d a r d o f Texas F e d e r a l Number 1 w e l l . The O l d 

S t a n d a r d Texas w e l l had e n c o u n t e r e d 351 f e e t o f 

Daggar Draw d o l o m i t e r e s e r v o i r whereas t h e new 

Conoco w e l l e n c o u n t e r e d z e r o d o l o m i t e r e s e r v o i r . 

As may be n o t e d on t h e map, t h e r e i s a 

l a r g e E a s t w a r d p i n c h - i n o f t h e d o l o m i t e r e s e r v o i r . 

On t h e E a s t e r n s i d e o f t h e r e s e r v o i r , w h i c h we a r e 

c o n c e r n e d w i t h h e r e , t h e r e s e r v o i r n o t o n l y t h i n s 

g o i n g E a s t , b u t c a r b o n a t e s b e g i n t o i n t e r f i n g e r w i t h 

n o n r e s e r v o i r b a s i n a l e l a s t i c s , p r i n c i p a l l y s h a l e s , 

l i g h t s a n d s t o n e s and s i l t s t o n e s . 

T h i s r e l a t i o n s h i p must be seen on 

c r o s s - s e c t i o n between t h e Yates Conoco AGK Number 2 

and Coquina RS F e d e r a l Number 1, t h i s w e l l h e r e and 

t h i s w e l l r i g h t h e r e . You see on t h i s one h e r e and 

t h i s one h e r e , t h e p r o d u c t i v e Yates Conoco AGK 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

38 

Number 2 has o n l y 44 f e e t o f n o n r e s e r v o i r l i m e s t o n e 

cap, whereas t h e d r y h o l e Coquina w e l l , t o t h e r i g h t 

o v e r t h e r e , has 185 f e e t o f l i m e s t o n e cap p l u s a 

wedge o f 900 f e e t o f b a s i n a l e l a s t i c s above t h e 

d o l o m i t e r e s e r v o i r . 

These East s i d e f a c i e s changes r e s u l t e d i n 

t h e d o l o m i t e r e s e r v o i r b e i n g a t o r below t h e b i g 

w a t e r s u r f a c e a t t h e Coquina l o c a t i o n , and f u r t h e r 

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

Dagger Draw d o l o m i t e r e s e r v o i r . 

As p r e v i o u s l y m e n t i o n e d , t h e S t a n d a r d Texas 

S m i t h F e d e r a l Number 1 w e l l i n S e c t i o n 34, w h i c h has 

351 f e e t o f Dagger Draw d o l o m i t e r e s e r v o i r , s h o u l d 

have made a p r o d u c t i v e o i l and gas w e l l a c c o r d i n g t o 

l o g s and d r i l l stem t e s t s . 

However, t h e o r i g i n a l a t t e m p t was e v i d e n t l y 

d i s a p p o i n t i n g t o t h e o p e r a t o r and t h e w e l l was 

s i d e t r a c k e d a s h o r t d i s t a n c e . The s i d e t r a c k e d h o l e 

a p p a r e n t l y had no b e t t e r l o g o r DSTs i n t h e 

o p e r a t o r s e v a l u a t i o n , t h e r e f o r e , no second 

c o m p l e t i o n was a t t e m p t e d and t h e w e l l was p l u g g e d . 

T h i s w e l l i s an example o f t h e r i s k i n 

c o m p l e t i n g c a r b o n a t e r e s e r v o i r s . The Yates e n g i n e e r 

w i t n e s s w i l l t e s t i f y i n more d e t a i l a b o u t t h e h i g h 

d r i l l i n g , t h e e q u i p p i n g , i n f r a s t r u c t u r e and l e a s e 
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o p e r a t i o n s c o s t s i n t h i s f i e l d . 

Q. Okay. Can you summarize y o u r c o n c l u s i o n s 

t h a t you've r e a c h e d a b o u t t h e r i s k s a s s o c i a t e d w i t h 

t h i s w e l l ? 

A. To summarize a b o u t r i s k , t h e map, t h e 

c r o s s - s e c t i o n , and e x p e r i e n c e o f d r i l l i n g i n t h e 

Dagger Draw F i e l d show t h a t t h e r e i s g e o l o g i c a l r i s k 

i n d r i l l i n g and e s p e c i a l l y near t h e edges o f t h i s 

complex c a r b o n a t e r e s e r v o i r . 

Q. And what r i s k p e n a l t y do you recommend be 

as s e s s e d a g a i n s t any i n t e r e s t owner who does n o t 

p a r t i c i p a t e i n d e v e l o p i n g t h e west h a l f w i t h t h e 

w e l l you have proposed? 

A. I recommend a r i s k p e n a l t y o f 200 p e r c e n t . 

Q. Mr. Beck, were Y a t e s ' E x h i b i t s 8 t h r o u g h 13 

p r e p a r e d by you o r c o m p i l e d under y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e , Mr. C a t a n a c h , we 

w o u l d move t h e a d m i s s i o n o f Y a t e s ' E x h i b i t s 8 

t h r o u g h 13. 

EXAMINER CATANACH: E x h i b i t s 8 t h r o u g h 13 w i l l 

be a d m i t t e d as e v i d e n c e . 

( Y a t e s P e t r o l e u m C o r p o r a t i o n E x h i b i t s 8 

t h r o u g h 13 were a d m i t t e d as e v i d e n c e . ) 

MR. CARR: And t h a t c o n c l u d e s my e x a m i n a t i o n 
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o f Mr. Beck. 

EXAMINER CATANACH: Mr. K e l l a h i n . 

CROSS-EXAMINATIN 

BY MR. KELLAHIN: 

Q. Mr. Beck, have you o n l y p r e p a r e d one 

c r o s s - s e c t i o n l i n e t h r o u g h t h i s v i c i n i t y ? 

A. Yes, s i r . 

Q. And t h a t ' s what y o u ' r e l o o k i n g a t on 

E x h i b i t 9? 

A. Yes, s i r . 

Q. When we l o o k s t r u c t u r a l l y a t t h e 

r e l a t i o n s h i p between t h e Yates l o c a t i o n and t h e 

McKay l o c a t i o n , t h e b i g w a t e r t o p l o o k s t o be h i g h e r 

s t r u c t u r a l l y i n t h e Yates l o c a t i o n ? 

A. You s h o u l d n ' t be m i s l e d by t h a t b i g w a t e r 

t o p t h e r e . T h i s c r o s s - s e c t i o n was meant j u s t t o 

show, f i r s t o f a l l , you know, t h e t o p o f t h e Canyon 

l i n e t h e r e and how i t i s j u s t r e c e n t l y d i p p i n g f r o m 

w e s t t o e a s t , and where t h e d o l o m i t e i s on t h e l o g , 

and how we p i c k e d t h e t o p o f t h e -- f o r t h e s o l i d 

c o n t o u r s on t h e t o p o f t h e d o l o m i t e , and how we 

p i c k e d t h e d o t t y c o n t o u r s on t h e b i g w a t e r s u r f a c e . 

The r e a s o n -- i f you l o o k a t t h e 

c r o s s - s e c t i o n t r a c e on t h e map, you can see t h a t 

t h e -- i f I'm g o i n g t h r o u g h t h e t h i r d w e l l t o t h e 
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n e x t -- t o t h e S t a g h o r n t h e r e , we're g o i n g s o u t h e a s t 

w h i c h i s r e c e n t l y u p d i p a g a i n s t t h a t b i g w a t e r , so 

i t caused t h a t b u l g e i n i t . I t r e a l l y d o e s n ' t have 

a n y t h i n g t o do w i t h t h e c o n f i g u r a t i o n o f t h e 

s t r u c t u r e on t h a t b i g w a t e r . You have t o l o o k a t 

t h e map t o see t h a t . 

Q. When I l o o k a t E x h i b i t 8, t h e s t r u c t u r e 

map ? 

A. Yes, s i r . 

Q. I t ' s mapped on t o p o f what f e a t u r e ? 

A. Okay. The s o l i d c o n t o u r s a r e mapped on t o p 

o f t h e d o l o m i t e . 

Q. And on y o u r c r o s s - s e c t i o n t h a t ' s , t h e l i n e 

t h a t you've i d e n t i f i e d by t h e words Canyon L i m e s t o n e 

Upper Penn? 

A. No, s i r . No, s i r . 

Q. Okay. 

A. I t ' s mapped on t h i s f e a t u r e h e r e . 

Q. You're i d e n t i f y i n g f o r t h e r e c o r d t h e l i n e 

t h a t i s shaded -- t h e t o p p o r t i o n o f t h e l i n e t h a t ' s 

shaded i n t h e what? Lime c o l o r ? 

A. W e l l , i t ' s l i m e - c o l o r e d on t h e l e f t , and i t 

goes i n t o b l u e on t h e r i g h t , b u t i t d o e s n ' t e x t e n d 

beyond where you have no d o l o m i t e . See, we're j u s t 

mapping on t o p o f t h e d o l o m i t e . We're n o t mapping 
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on t h e s t r u c t u r e o f t h e Upper P e n n s y l v a n i a so t h a t ' s 

t h e r e a s o n i t d i p s t o t h e west t o e a s t . I t r e a l l y 

d o e s n ' t have much t o do w i t h t h e p r o d u c t i o n . 

Q. Have you a t t e m p t e d t o c o n s t r u c t a s t r u c t u r e 

map on t h e base o f t h e d o l o m i t e ? 

A. No, s i r . I t d i d n ' t seem t o be m e a n i n g f u l . 

However, we do know how t h i c k t h e d o l o m i t e i s . 

Q. On E x h i b i t Number 8, I can u n d e r s t a n d t h e 

s t r u c t u r a l c o n t o u r l i n e s , b u t I'm n o t c e r t a i n I can 

f i n d how you have mapped and c o n t o u r e d t h e g r o s s 

t h i c k n e s s o f t h e d o l o m i t e . I s t h a t d i s p l a y e d on 

E x h i b i t 8? 

A. No, s i r , i t ' s n o t . 

Q. D i d you p r e p a r e what I w o u l d c a l l a g r o s s 

i s o p a c h t o d e m o n s t r a t e t h e d i s t r i b u t i o n o f t h i s 

g r o s s d o l o m i t e t h i c k n e s s ? 

A. No, s i r . We have one a t t h e o f f i c e , b u t 

h e r e , a g a i n , i t t u r n s o u t t h a t t h i s d o e s n ' t t u r n o u t 

t o be t o o m e a n i n g f u l because j u s t l i k e i n t h e 

Coquina R.S. F e d e r a l w e l l , you can c o u n t up 192 f e e t 

o f d o l o m i t e i n t h e t h i n g , b u t , you know, by t h e 

d r i l l stem t e s t , w h i c h i t shows t o be w a t e r w e t , so 

i t d o e s n ' t mean a n y t h i n g t o have 192 f e e t . 

You m i g h t have a w e l l i n t h e r e t h a t ' s 100 

f e e t , o r h a l f o f t h a t much, and i t can s t i l l make a 
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w e l l , b u t i f i t ' s g o t h y d r o c a r b o n b e a r i n g column 

above t h a t b i g w a t e r . 

Q. I can have h a l f o f t h e 190 f e e t and make a 

w e l l ? 

A. R i g h t . 

Q. As l o n g as I'm above t h e b i g w a t e r ? 

A. Yes, s i r . 

Q. W e l l , t h a t ' s what I have a t McKay's 

l o c a t i o n , d o n ' t I ? I ' v e g o t 80 f e e t ? 

A. You have 80 f e e t ? You've g o t 80 f e e t , b u t 

as we p o i n t e d o u t , we have 154. A c c o r d i n g t o my 

i n t e r p r e t a t i o n , t w i c e as much. 

Q. When you l o o k a t t h e s o u t h w e s t q u a r t e r i t ' s 

g o i n g t o be a gas w e l l , i s n ' t i t ? 

A. No, s i r . 

Q. What t e l l s you i t ' s n o t g o i n g t o be a gas 

w e l l ? 

A. W e l l , t h e c l o s e s t w e l l s a r e i n S e c t i o n 26 

t h e r e , and t h e w e l l i n -- t h e two c o l o r e d g r e e n 

w e l l s i n S e c t i o n 26? The w e l l t o t h e w e s t t h e r e has 

a GOR o f 1,961 and 42 g r a v i t y o i l , and t h e o t h e r 

w e l l has a GOR o f 2640 and 47 g r a v i t y , and t h e y ' r e 

c a l l e d o i l w e l l s t h e r e , b u t t h a t was t h e i n i t i a l 

c o m p l e t i o n . 

Now, t h e s e r e d d o t s o v e r t o t h e w e s t h e r e 
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a r e gas w e l l s , and t h o s e w e l l s p r o d u c e a c o n d e n s a t e 

t h a t ' s g o t a g r a v i t y o f 55 t o 63, c o n s i d e r a b l y 

h i g h e r . 

Q. When we l o o k i n 26? 

A. Yes, s i r . 

Q. The r e s t o f t h o s e symbols i n t h e r e a r e 

p r o p o s e d l o c a t i o n s ? 

A. Yes, s i r . U n d r i l l e d , b u t p r o p o s e d 

l o c a t i o n s . 

Q. I n o r d e r t o g i v e a sense o f y o u r a n a l y s i s 

o f t h e g r o s s d o l o m i t e t h i c k n e s s , I can l o o k a t 

S e c t i o n 25 on E x h i b i t Number 8 and you have p u t some 

o f t h e s e g r o s s t h i c k n e s s v a l u e s on a 4 0 - a c r e b a s i s 

w i t h i n t h a t s e c t i o n ? 

A. W e l l , h e r e a g a i n , I t h i n k we're n o t u s i n g 

t h e same t e r m i n o l o g y . 

Q. Okay. 

A. What I ' v e done w i t h t h e s e numbers i n 

S e c t i o n 25 t h e r e i s t h e amount o f d o l o m i t e above t h e 

b i g w a t e r o n l y , see. So t h a t ' s what we're s h o w i n g 

t h e r e and n o t g r o s s t h i c k n e s s o f t h e d o l o m i t e . 

T h a t ' s t h e i m p o r t a n t t h i n g . 

Q. How do you map and d e t e r m i n e t h e t o p o f t h e 

b i g w a t e r ? 

A. We've done t h a t t h r o u g h p e r f o r a t i o n s --
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p e r f o r a t i o n h i s t o r y -- d r i l l e d stem t e s t d a t a , and 

a l s o we d o n ' t have t h a t , we use mud l o g s where t h e 

gas -- when t h e y ' r e d r i l l i n g t h r o u g h t h e pay s e c t i o n 

y o u ' l l s t a r t c a r r y i n g gas i n t h e d o l o m i t e i f i t ' s 

above t h e b i g w a t e r , and t h e n y o u ' l l c a r r y i t down 

and i t w i l l s t a r t d i m i n i s h i n g r i g h t n e a r a r o u n d t h e 

b i g w a t e r t o p , and some o f t h a t i n f o r m a t i o n i s on 

t h i s c r o s s - s e c t i o n . 

For i n s t a n c e , t h i s w e l l h e r e , t h r e e d r i l l 

stem t e s t s h e r e , and a l l o f them p r o d u c e d f r e e o i l 

w i t h r e s e r v o i r - t y p e p r e s s u r e s r i g h t down t o t h i s 

p o i n t r i g h t h e r e , and so t h a t ' s what we've used as a 

p o i n t t h e r e . 

Here t h e y had two d r i l l stem t e s t s w i t h 

f r e e o i l , b u t t h e y even p e r f o r a t e d l o w e r , so you've 

g o t t o t a k e t h a t -- a t l e a s t as low as t h e b o t t o m 

p e r f o r a t i o n t h e r e , and h e r e t h e y d r i l l e d i n t o i t --

Coquina d r i l l e d i n t o i t -- t h e y s t o p p e d and r a n a 

d r i l l stem t e s t , w h i c h I won't go i n t o g r e a t d e t a i l 

on, and g o t o n l y w a t e r . 

So you've g o t t o c o n c l u d e t h a t b i g w a t e r 

s u r f a c e i s a t o r above t h i s . So I used a m e n t a l 

p o i n t t h e r e o f minus 4135. By p i c k i n g t o g e t h e r t h i s 

s o r t o f i n f o r m a t i o n t o g e t h e r on a map, you can map 

i t . 
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Q. And t h a t ' s what I'm g e t t i n g t o , Mr. Beck. 

I want t o u n d e r s t a n d t h e m e t h o d o l o g y by w h i c h you 

have come t o t h e c o n c l u s i o n a b o u t t h e l o c a t i o n o f 

b i g w a t e r , and as I u n d e r s t a n d i t , you s i m p l y map 

t h e space o f t h e p e r f on t h e w e l l a t t h e p o i n t where 

you f i n d i n d i c a t i o n s t o you o f b i g w a t e r ? 

A. W e l l , you can u t i l i z e a number o f them 

where t h e y p e r f o r a t e d s t a r t i n g o f f a t t h e b o t t o m and 

t h e y ' l l g e t w a t e r and t h e n t h e y ' l l move up t h e h o l e 

and p e r f o r a t e , and so you t a k e t h e b o t t o m 

p e r f o r a t i o n o f w h i c h you s t a r t g e t t i n g s i g n i f i c a n t 

o i l o u t o f . 

So some o f t h e s e t h i n g s t h e y w o u l d do t h a t 

way. They w o u l d s t a r t a t t h e b o t t o m and march up 

t h e h o l e u n t i l t h e y g o t i n t o o i l p r o d u c t i o n . So 

t h e n a l l you can do i s t a k e t h e b o t t o m p e r f t h e r e 

and t h a t g i v e s i t r e a l l y k i n d o f a maximum number 

downward f o r t h e v e r y b i g w a t e r , and t h a t ' s t h e v e r y 

b e s t i n f o r m a t i o n . 

The n e x t b e s t i n f o r m a t i o n i s d r i l l stem 

t e s t s . On a l l t h e w e l l s t h a t t h e y had d r i l l stem 

t e s t s i n t h e d o l o m i t e s e c t i o n above t h e b i g w a t e r 

you g e t f r e e o i l on t h e t e s t . Gas t o s u r f a c e , and 

w e l l s t h a t a r e i n t h e v i r t u a l l y w a t e r f i l l e d p a r t 

j u s t g e t a l l w a t e r . So i n p i e c i n g t h a t i n f o r m a t i o n 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

47 

t o g e t h e r you come up w i t h a map t h a t ' s c l o s e . I t ' s 

not as good as p i c k i n g the t o p of the d o l o m i t e 

because you can do t h a t p r e c i s e l y on the e l e c t r i c 

l o g s , but i t can be mapped. 

Q. When we're l o o k i n g a t the d o l o m i t e above 

the b i g water? 

A. Yes, s i r . 

Q. Can t h a t be d i v i d e d i n t o d i f f e r e n t zones or 

i n t e r v a l s w i t h i n the dolomite? 

A. I t can be, and you can t r a c e them f o r s h o r t 

d i s t a n c e s , but as you go over the l a r g e p a r t of the 

f i e l d you u s u a l l y get bogged down and can't -- I 

can't seem t o make much sense i n s u b d i v i d i n g i t . 

Q. So t o understand your number t h e n , when I 

loo k a t 25 a t the McKay l o c a t i o n I'm l o o k i n g a t 

gross d o l o m i t e above the b i g water when I get 80 

f e e t ? 

A. Yes, s i r . 

Q. When we look over a t the P r i c k l y Pear i n 

the s o u t h e a s t of the southeast of 23? 

A. Yes, s i r . 

Q. What was your gross d o l o m i t e above b i g 

water i n t h a t w e l l ? 

A. 225 f e e t . 

Q. Where i s the H i l l View Number 1 w e l l ? I s 
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t h a t on y o u r d i s p l a y ? 

A . I d o n ' t b e l i e v e t h e H i l l View Number 1 i s 

on t h e d i s p l a y . 

Q. I t ' s up i n t h e S e c t i o n 12, i s n ' t i t ? 

A . I t ' s up n o r t h , r i g h t . 

Q. Okay. You t a l k e d w i t h t h e Coquina d r i l l 

stem t e s t ? 

A. Yes, s i r . 

Q • And t h a t was o f s i g n i f i c a n c e t o you? 

A . Yes, s i r . 

Q. Because based o n l y on t h e d r i l l stem 

t e s t -- I guess, t h e o p e r a t o r d i d n ' t a t t e m p t t o 

c o m p l e t e o r p r o d u c e , he s i m p l y t o o k t h e d r i l l stem 

t e s t and l e f t i t a t t h a t ? 

A. Yes, s i r , t h a t ' s r i g h t . He e v i d e n t l y g o t a 

d r i l l i n g b r e a k t h e r e and t e s t e d i t , b u t t h e r e s u l t s 

o f i t when he d r i l l e d t h e w e l l on down t o t h e 

Morrow, he d i d n ' t c o n s i d e r t h e w e l l t o be economic 

e i t h e r i n t h e Morrow where t h e w e l l was p l u g g e d and 

abandoned w i t h o u t any a t t e m p t f o r c o m p l e t i o n o f 

a n y t h i n g i n c l u d i n g t h e Canyon d o l o m i t e r e s e r v o i r . 

Q. D i d you r u n a d r i l l stem t e s t on t h e 

P r i c k l y Pear? 

A. No, s i r . We c o n s i d e r e d an i n s i d e l o c a t i o n 

and d i d n ' t have t o . 
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Q. Do you know t h e H i l l View Number 1 w e l l ? 

A. Yes, s i r . 

Q. There was a d r i l l stem t e s t on t h a t w e l l 

w a sn't t h e r e ? 

A. R i g h t . 

Q. What d i d t h a t w e l l show on a d r i l l stem 

t e s t ? 

A. D r i l l stem t e s t showed w a t e r i n one o f 

them . 

Q. Yates went ahead and c o m p l e t e d i t d e s p i t e 

t h e f a c t t h a t i t had a d r i l l stem t e s t t h a t showed 

o n l y w a t e r ? 

A. W e l l , we t e s t e d a l o w e r s e c t i o n o f i t . The 

d r i l l stem t e s t was n o t a t t h e t o p o f i t , so t h e --

and t h e v e r y t o p o f t h e t h i n g . We j u s t t e s t e d a 

l o w e r s e c t i o n t o see what we w o u l d g e t t h e r e . I t 

was j u s t f o r o u r own p u r p o s e s . There was an u p p e r 

p a r t o f i t t h a t wasn't t e s t e d i n t h e r e s e r v o i r i f 

w h i c h we assume t h a t most o f t h e o i l t h a t w e l l i s 

coming o u t o f , and i t ' s a n o t h e r one, t h o s e e a s t s i d e 

w e l l s , t h a t ' s down s i g n i f i c a n t l y f r o m t h e w e l l 

i m m e d i a t e l y t o t h e w e s t , and i t ' s n o t a v e r y good 

we 11 . 

Q. When we l o o k i n 13 -- d i d you s p o n s o r 

E x h i b i t 13? D i d we g e t t h a t f a r ? T h a t ' s t h e 
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p r o d u c t i o n i n f o r m a t i o n on t h i s ? 

A. Yes, s i r . 

Q. Up i n t h e n o r t h e a s t o f t h e n o r t h e a s t o f 23, 

I d o n ' t have a w e l l name f o r t h a t one, i s t h a t t h e 

H i l l View? 

A. T h a t ' s t h e H i l l View Number 5. 

Q. Okay. 

A. You can t e l l by l o o k i n g on E x h i b i t 8. 

Q. A g a i n , i n o r d e r t o t r y t o u n d e r s t a n d t h e 

d i s p l a y , where's t h e b i g w a t e r c o n t a c t i n t h a t 

g e n e r a l a r e a o f t h a t w e l l ? 

A. I n t h a t w e l l t h e r e -- i n t h a t w e l l t h e r e , 

i s one t h a t I d o n ' t have a b i g w a t e r t o p on because 

I c o n s i d e r e d i t t o o h a r d t o p i c k , and I had t o -- I 

had t o r e l y on n e a r b y w e l l s f o r t h a t one. I d i d n o t 

t r y t o p i c k t h a t one. I d i d n ' t t h i n k I c o u l d p i c k a 

good number on t h a t one. That happens on a few o f 

t h e s e w e l l s i n h e r e where t h e mud l o g wasn ' t 

c o n c l u s i v e o r s o m e t h i n g and we d i d n ' t r u n a d r i l l 

stem t e s t , o f c o u r s e , and p e r f o r a t i o n s d i d n ' t 

i n d i c a t e a good number. 

Q. How much d o l o m i t e do you have i n t h a t 

w e l l ? The g r o s s d o l o m i t e i n t h a t w e l l ? 

A. On t h e g r o s s d o l o m i t e i n t h e w e l l i n 

U n i t A, we had 255 f e e t g r o s s . T h a t ' s e v e r y t h i n g 
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good and bad. 

Q. When I f o l l o w e d t h e b i g w a t e r l i n e j u s t t o 

t h e n o r t h o f t h e Coquina w e l l i n 25, i s t h a t t h e 

d o t t e d l i n e a t minus 4150? 

A. Yes, s i r . 

Q. E v e r y t h i n g below 4150 i s b i g w a t e r ? 

A. R i g h t . A t t h a t p o i n t you see t h e Coquina 

R.S. F e d e r a l w e l l I f i g u r e d a t minus 4135, so t h a t 

l i n e i s o n l y 15 u n i t s , see, so you can -- t h e r e a r e 

50 f o o t c o n t o u r s you can see i t a p p r o x i m a t e l y r i g h t . 

Q. Am I c o r r e c t i n u n d e r s t a n d i n g t h e d i s p l a y ? 

As I l o o k t o t h e n o r t h o f t h a t l i n e I'm g o i n g t o be 

i n b i g w a t e r ? 

A. I t depends on where you r u n i n t o t h e 

d o l o m i t e , y e s , you w o u l d . You'd be a t minus --

r i g h t t h e r e a t t h e s e c t i o n l i n e r i g h t above t h e R.S. 

F e d e r a l t h e r e . I t l o o k s l i k e a p p r o x i m a t e l y l i k e t h e 

b i g w a t e r i s a p p r o x i m a t e l y 4150 and t h e s t r u c t u r e i n 

t h e d o l o m i t e i s a l s o 4150, so t h e r e i t w o u l d be 

d r y -- I mean, i t w o u l d be wet. 

Q. And as we move t o t h e P r i c k l y Pear l o c a t i o n 

we're s l i g h t l y up o u t o f t h e b i g w a t e r because we're 

s o u t h and west o f t h a t d o t t e d l i n e ? 

A. T h a t ' s r i g h t , b u t i t means t h a t you've g o t 

t o -- i n o r d e r t o c o n s t r u c t t h e s e numbers -- l i k e 
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225 f o r t h a t w e l l -- you have t o s u b t r a c t , you know, 

t h e t o p o f t h e d o l o m i t e , t h e b o t t o m number t h e r e 

minus 3917 f r o m a minus -- b i g w a t e r number -- minus 

4142, and l e t ' s see i f I have g r e a t e r t h i c k n e s s o f 

t h a t . 

Q. Perhaps you can t e l l me --

A. Excuse me, I f o u n d i t . The w e l l -- t h e 

P r i c k l y Pear -- had a g r o s s t h i c k n e s s o f d o l o m i t e o f 

274 f e e t , and t h e r e was 225 f e e t o f t h a t b e f o r e t h e 

b i g w a t e r , so t h e r e was some wet d o l o m i t e below i n 

our o p i n i o n . 

Q. W e l l , b e a r w i t h me. As we f o l l o w t h e l i n e 

o f b i g w a t e r a t minus 4150 and move up n o r t h w a r d 

i n t o S e c t i o n 23, I g e t t o t h e w e l l i n t h e n o r t h e a s t 

o f t h e n o r t h e a s t . E x h i b i t 13 shows me t h a t p r o d u c e s 

620 b a r r e l s o f o i l , I guess, on a d a i l y b a s i s , and 

i t a p pears t o be below t h e b i g w a t e r ? 

A. No, s i r . T h a t ' s n o t what we're coming 

f r o m . You have t o t a k e t h e number t h e r e f o r t h e 

w e l l i n U n i t A o f 23. You've g o t a t o p o f t h e 

d o l o m i t e a t minus 2930, okay? 

Q. Uh-huh. 

A. Now, t h e b i g w a t e r by w e l l -- we d i d n ' t 

p i c k one i n t h i s p a r t i c u l a r w e l l , b u t by u s i n g o t h e r 

w e l l s a r o u n d t h e r e you can see t h a t t h i n g comes i n 
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a b o u t a minus 4155 o r so. So you t a k e minus 4155, 

you e s t i m a t e i t , and s u b t r a c t 3937. 218 above t h e 

b i g w a t e r . See, you have t o use i t i n c o n j u n c t i o n 

w i t h b o t h o f t h e c o n t o u r s . You c a n ' t j u s t go by t h e 

b i g w a t e r . 

Q. I'm t r y i n g t o u n d e r s t a n d how you r e a c h y o u r 

d i s p l a y . Can't we s i m p l y s o l v e t h i s , Mr. Beck, by 

l a y i n g t h i s s p a c i n g u n i t down and you g e t y o u r w e l l 

l o c a t i o n , Mr. McKay g e t s h i s , and e v e r y b o d y i s j u s t 

happy? 

A. W e l l , s i r , we b e l i e v e t h a t o u r p r o r a t i o n 

u n i t most e f f i c i e n t l y f i t s t h e g e o l o g y , and t h a t o u r 

l o c a t i o n i n t h a t p r o r a t i o n u n i t i s t h e b e s t . I f 

y o u ' r e g o i n g t o d r i l l a w e l l , you know -- and t h e 

r u l e s i n t h i s f i e l d down h e r e a t 3 2 0 - a c r e s p a c i n g 

and 1400 b a r r e l s o f o i l a day f r o m t h e h o l e , so you 

can d r i l l as many w e l l s as you can and s t a y 660 

w i t h i n a l l b o u n d a r i e s , so you s t a r t w i t h t h e b e s t 

l o c a t i o n and t h e n work f r o m t h e r e . 

Q. And t h a t has been t h e p a t t e r n w i t h Y a t e s i n 

S e c t i o n 23 i s t h o s e w e l l s a r e g e t t i n g d r i l l e d up on 

4 0 - a c r e s p a c i n g , a r e n ' t t h e y ? 

A. Yes, s i r . 

Q. And you g e t t o p r o d u c e t h a t a l l o w a b l e u n d e r 

t h e s e r u l e s p r o v i d e d you c o n t i n u e t o be c l a s s i f i e d 
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as o i l w e l l s . You can p r o d u c e i t i n any c o m b i n a t i o n 

between t h e w e l l s , c a n ' t you? 

A. W e l l , i f I u n d e r s t a n d what y o u ' r e s a y i n g , 

you know, t h e 320 a c r e s s p a c i n g , and you can d r i l l 

as many w e l l s as you want, you g e t up t o 1400 

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

s u b s t a n t i a l l y , you can go up and d r i l l i t up u n t i l 

you g e t t o d r i l l up on f o r t i e s i n t h e o i l l e g h e r e . 

Q. But i f you have a gas w e l l i n t h i s p o o l , 

you c a n ' t s i m u l t a n e o u s l y d e d i c a t e t h a t a c r e a g e t o 

y o u r w e l l ? 

A. We're n o t a s k i n g t o d r i l l any gas w e l l s , 

and even, you know -- h y p o t h e t i c a l l y you d r i l l a gas 

w e l l , and t h e n we w o u l d n ' t be anywhere n e a r t h e 1400 

b a r r e l s , and you t r y t o d r i l l somewhere where you 

can g e t t h e o i l o u t . T h a t ' s a h y p o t h e t i c a l . 

MR. KELLAHIN: Pass t h e w i t n e s s , 

Mr. Examiner. 

MR. CARR: N o t h i n g f u r t h e r . 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Beck, you've s t a t e d t h a t i n y o u r 

o p i n i o n t h e west h a l f i s 75 p e r c e n t p r o d u c t i v e . I s 

t h e r e a way t o show me w h i c h 75 p e r c e n t i s 

p r o d u c t i v e i n t h a t west h a l f ? 
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A. Yes, s i r . What I'm s a y i n g t h e r e i s i f you 

l o o k i n t h e west h a l f , you s t a r t w i t h t h e S t a g h o r n 

l o c a t i o n down i n t h e s o u t h w e s t s o u t h w e s t , i t ' s g o t 

154 f e e t above t h e b i g w a t e r . The w e l l i m m e d i a t e l y 

t o t h e r i g h t has g o t 78. I t ' s s t i l l enough t o be 

c o u n t e d . 

The w e l l t o t h e n o r t h o f t h e S t a g h o r n i s 

143, and t h e w e l l t o t h e r i g h t o f t h a t g e t s down t o 

o n l y 25. We i n c l u d e i t . Then, t h e w e l l t o t h e 

n o r t h -- w e l l t h e r e i n t h e n o r t h w e s t q u a r t e r -- t h e 

s o u t h w e s t o f t h e n o r t h w e s t q u a r t e r . You see t h a t ? 

I t ' s 122 and t h e n you move up t o t h e McKay l o c a t i o n 

i t ' s 80, i n c l u d e t h a t . 

What we d o n ' t i n c l u d e i s t h e Coquina R.S. 

F e d e r a l Number 1 t h e r e , t h e d r y h o l e t h a t had t h e 

DST w e t , and t h e l o c a t i o n i m m e d i a t e l y s o u t h o f i t . 

So you've g o t s i x o f e i g h t p o s s i b l e l o c a t i o n s w h i c h 

i s 75 p e r c e n t . 

Q. So, a p p r o x i m a t e l y e v e r y t h i n g t o t h e r i g h t 

o f t h e 4100 f o o t c o n t o u r l i n e i s p r o b a b l y 

n o n p r o d u c t i v e acreage? 

A. W e l l , s i r , h e r e a g a i n , what you've g o t t o 

do on a l l o f t h e s e t o g e t t o t a l k a b o u t p r o d u c t i v e 

a c r e a g e , and t h a t means above t h e b i g w a t e r you've 

g o t t o s u b t r a c t t h e s t r u c t u r a l t o p o f t h e d o l o m i t e 
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number f r o m t h e b i g w a t e r number. 

For i n s t a n c e , you t a k e t h e l o c a t i o n t h e r e 

i n t h e n o r t h w e s t q u a r t e r , t h e s o u t h e a s t o f t h e 

n o r t h w e s t q u a r t e r , t h e r e ' s a z e r o t h e r e . The 

s t r u c t u r e t h e r e you can see i s a minus 40 -- i t ' s 

j u s t a l i t t l e o v e r minus 4100 -- minus 4105, and t h e 

b i g w a t e r you see coming a c r o s s t h e r e i s a l s o t h a t 

minus 4105. So I t h i n k t h e r e ' s j u s t a c o i n c i d e n c e 

you w o u l d have t h e t o p o f t h e d o l o m i t e s i t t i n g on 

t h e b i g w a t e r and you d r i l l a w a t e r t h e r e and you 

g e t z e r o , so I d o n ' t c o u n t i t . 

You have t o always s u b t r a c t t h e s o l i d 

c o n t o u r v a l u e f r o m t h e d o t t e d c o n t o u r v a l u e . You 

c a n ' t j u s t l o o k a t e i t h e r one o f t h o s e c o n t o u r s by 

t h e m s e l v e s and f o l l o w what I'm t r y i n g t o say h e r e . 

Q. Would you c o n s i d e r any d o l o m i t e above t h e 

b i g w a t e r one, t w o , t h r e e f e e t , w o u l d t h a t be 

p r o d u c t i v e ? 

A. P r o b a b l y n o t . I t w o u l d p r o b a b l y t a k e a 

l i t t l e more t h a n t h a t . 

Q. At what p o i n t w o u l d you r e a c h where you 

t h i n k i t w o u l d be p r o d u c t i v e ? 

A. W e l l , we w i l l p r o b a b l y t r y i t i f i t had 25 

f e e t o r more, b u t i t p r o b a b l y w o u l d n ' t be a v e r y 

good w e l l , and l i k e I s a i d , on t h e e a s t s i d e o f t h i s 
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f i e l d h e r e , i f you w a t c h what happens, you g e t t h e s e 

f a c i e s changes r a p i d l y , and t h e t o p t h e d o l o m i t e 

d r o p s down and some o f t h e d o l o m i t e i s t a k e n up w i t h 

c l a s s t i c wedges, and so t h e t o t a l amount o f d o l o m i t e 

i s r e d u c e d and you g e t t o t h e p o i n t where t h e w e l l , 

even t h o u g h i t maybe had 80 f e e t , w o u l d n o t be 

economic. 

We'd p r o b a b l y t r y i t . We'd t r y i t 

p r o b a b l y , b u t i t m i g h t n o t be economic. So you t r y 

f o r t h e most o f t h e d o l o m i t e you can t o g e t above 

t h a t b i g w a t e r , and t h e n a f t e r you d r i l l a w e l l you 

see what happens, and i f i t works o u t , w e l l t h e n , 

you go r i g h t on w i t h y o u r p r o g r a m . 

Q. Are y o u r p r o d u c i n g r a t e s i n t h i s f i e l d , a r e 

t h e y p r e t t y much p r o p o r t i o n a l t o t h e amount o f 

d o l o m i t e above o f t h e b i g w a t e r ? 

A. Th a t and o t h e r t h i n g s l i k e v a g a r i e s o f 

p e r m e a b i l i t y . Sometimes we d r i l l w e l l s where we 

l o o s e c i r c u l a t i o n i n t h e b i g w a t e r -- I mean, above 

t h e b i g w a t e r , i n t h e good p a r t -- and t h a t ' s a l w a y s 

good . 

When you g e t up c l o s e t o maybe 1,000 

b a r r e l s a day o r 800 b a r r e l s a day t o b e g i n w i t h . 

On t h e o t h e r hand, i f you g e t t h a t l o s t --

c i r c u l a t i o n b i t s d r o p s o r s o m e t h i n g down i n t h e b i g 
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w a t e r , you want t o s t a y away f r o m i t because i t w i l l 

make enormous amounts o f w a t e r and so much you 

c a n n o t move enough f l u i d t o g e t t h e o i l o u t . 

Q. I s t h e r e a gas cap on t h i s r e s e r v o i r ? 

A. The gas cap i s -- see on t h e west s i d e o f 

t h e f i e l d where t h e r e d d o t s a r e on E x h i b i t 8, r i g h t 

b etween where t h e g r e e n and t h e r e d a r e , i f you t a k e 

t h a t on down i n t o , say, S e c t i o n 35 t h e r e t h a t w o u l d 

be a p p r o x i m a t e l y where t h e gas c o n t a c t i s . Of 

c o u r s e , we t r i e d t o d e v e l o p an o i l l e g because 

t h a t ' s where t h e economics a r e , and we f o u n d o u t 

t h a t t h e s e o t h e r -- d r i l l e d some o f t h e s e o t h e r gas 

w e l l s , some o f them because o f e x p i r i n g l e a s e s , and, 

i n t h e e a r l y days we wanted t o f i n d o u t what was o u t 

t h e r e . 

Q. Okay. A t what d e p t h w o u l d you c o n s i d e r t h e 

g a s / w a t e r c o n t a c t , do you know? 

A. T h a t ' s t h e t h i n g . T h i s r e s e r v o i r i s --

you've g o t t h i s b i g wad o f d o l o m i t e e x t e n d i n g n o r t h 

o f t h e r e , and t h e west s i d e o f t h e -- t h e h i g h w e s t 

s i d e o f i t has g o t gas above b i g w a t e r , and i n t h e 

m i d d l e p a r t o f i t has g o t o i l above b i g w a t e r , and 

t h e p o r t i o n o f t h e e a s t s i d e o v e r t h e r e j u s t g o t b i g 

w a t e r . I t ' s a complex d e a l . I t ' s n o t an o r d i n a r y 

t h i n g . I t ' s h y d r o d y n a m i c a l l y t e s t e d a l l t h e way 
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f r o m t h i s b i g f i e l d two o r t h r e e m i l e s down t o t h e 

s o u t h c a l l e d I n d i a n B a s i n w h i c h has t h e same s o r t o f 

t i l t e d n o r t h -- s o u t h w e s t t o n o r t h e a s t t i l t on i t 

j u s t as i t does h e r e . 

EXAMINER CATANACH: I b e l i e v e t h a t ' s a l l I 

have . 

DIRECT EXAMINATION 

BY MR. STOVALL: 

Q. I have j u s t one q u e s t i o n f o r Mr. Beck. 

You're recommending t h i s l o c a t i o n because you f e e l 

i t ' s a h i g h e r p r o b a b i l i t y o f d r i l l i n g a s u c c e s s f u l 

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

A. Yes, s i r . 

Q. Do you s t i l l f e e l i t ' s a maximum r i s k 

l o c a t i o n ? 

A. I b e l i e v e t h a t , you know, we're t a k i n g t h e 

r i s k , and t h a t w o u l d be a r e a s o n a b l e number because 

you n e v e r r e a l l y know u n t i l you g e t o u t t h e r e and 

d r i l l i t . 

We b e l i e v e t h a t based on t h e g e o l o g y h e r e , 

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

t h a t ' s t h e b e s t l o c a t i o n , b u t on t h e o t h e r hand we 

t h i n k t h a t anyone t h a t w o u l d n ' t j o i n s h o u l d be 

p e n a l i z e d f o r i t t o t h a t amount because we're 

d e a l i n g w i t h a complex c a r b o n a t e r e s e r v o i r . 
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MR. STOVALL: T h a t ' s a l l I have. 

FURTHER EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Beck, does Yates have any w e l l s w i t h 

g r o s s d o l o m i t e t h i c k n e s s o f a p p r o x i m a t e l y 80 f e e t ? 

A. P r o b a b l y do somewhere up t o t h e n o r t h . I 

d o n ' t know w h e t h e r i t ' s on -- w e l l , l e t ' s see. 

R i g h t . T h ere's one w e l l t h e r e -- one t h e r e i n t h e 

s o u t h w e s t o f t h e s o u t h w e s t o f 13 t h a t ' s g o t --

between minus 4120 and 4187 you've g o t 67 f e e t , and 

t h a t ' s a p o o r w e l l . 

I n f a c t , we t a l k e d a b o u t i t i n t h e -- on 

t h e -- you can see t h e p r o d u c t i o n on t h a t w e l l on 

t h e E x h i b i t Number 13 where we c o m p i l e d p r o d u c t i o n 

f i g u r e s , and i t ' s now making 20 b a r r e l s o i l a day, 

1,028 b a r r e l s o f w a t e r , and 261 MCF. The w e l l j u s t 

i m m e d i a t e l y t o t h e west i s making a 198 b a r r e l s o f 

o i l , 1,635 b a r r e l s o f w a t e r , and 1,026 MCF. 

EXAMINER CATANACH: T h a t ' s a l l I h a v e . The 

w i t n e s s may be ex c u s e d . 

MR. CARR: A l l r i g h t . A t t h i s t i m e we c a l l 

PINSON MCWHORTER 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

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

DIRECT EXAMINATION 
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BY MR. CARR: 

Q. W i l l you s t a t e y o u r name and p l a c e o f 

re s i d e n c e ? 

A. My name i s P i n s o n McWhorter. I l i v e i n 

A r t e s i a , New Me x i c o . 

Q. By whom a r e you employed, and i n what 

c a p a c i t y ? 

A. I'm employed by Yates P e t r o l e u m C o r p o r a t i o n 

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

Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h i s 

d i v i s i o n and had y o u r c r e d e n t i a l s as a p e t r o l e u m 

e n g i n e e r a c c e p t e d and made a m a t t e r o f r e c o r d ? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n s 

f i l e d i n each o f t h e s e c a s e s , one by Y a t e s , one by 

McKay? 

A. Yes, s i r . 

Q. Have you made an e n g i n e e r i n g s t u d y o f t h e 

ar e a t h a t i s t h e s u b j e c t o f t h e s e a p p l i c a t i o n s ? 

A. Yes, s i r , I have. 

Q. And a r e you f a m i l i a r w i t h t h i s p o o l ? 

A. Yes, s i r , I am. 

Q. About what p o r t i o n o f y o u r t i m e do you 

a c t u a l l y d e v o t e t o t h i s p a r t i c u l a r p o o l ? 

A. I s p e n t a b o u t 75 p e r c e n t o f my t i m e w o r k i n g 
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t h i s p o o l and t h e p o o l j u s t n o r t h o f t h a t . 

Q. And you were p r e v i o u s l y q u a l i f i e d as a 

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

A. Yes, s i r . 

MR. CARR: Are t h e w i t n e s s ' s q u a l i f i c a t i o n s 

a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (By Mr. C a r r ) Have you p r e p a r e d c e r t a i n 

e x h i b i t s f o r p r e s e n t a t i o n h e r e t o d a y ? 

A. Yes, I have. 

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

Yates E x h i b i t Number 15 and i d e n t i f y t h a t f o r 

Mr. Catanach? 

A. Yes. T h i s e x h i b i t d e p i c t s an e s t i m a t e o f 

o i l r e c o v e r y f o r o i l w e l l l o c a t i o n s w i t h i n t h e map 

c o n f i n e s h e r e i n t h e South Dagger Draw P o o l Upper 

Penn P o o l i n Eddy County, New M e x i c o . What i t shows 

i n t h o u s a n d s o f b a r r e l s -- t h e l e g e n d shows 

t h o u s a n d s o f b a r r e l s and t h e numbers r e p r e s e n t — . 

For i n s t a n c e , i n t h e n o r t h e a s t o f t h e 

n o r t h e a s t o f 14 t h e r e ' s a w e l l t h a t has a p r o j e c t e d 

u l t i m a t e o i l r e c o v e r y a t 310,000 b a r r e l s . As we go 

t o t h e s o u t h we see t h a t t h e r e a r e w e l l s i n 

S e c t i o n 13 t h a t have s u b s t a n t i a l l y l o w e r r e c o v e r i e s 

t h a n w e l l s d i r e c t l y o f f s e t t i n g t o t h e w e s t . 
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For i n s t a n c e , w e l l s p r o d u c i n g o i l h e r e w i l l 

be p r o j e c t e d t o have 18,000 b a r r e l s o f o i l as 

compared t o 405,000 b a r r e l s o f o i l d i r e c t l y t o t h e 

w e s t . As we p r o c e e d t o t h e s o u t h we see t h a t I have 

e s t i m a t e d t h e r e s e r v e r e c o v e r y -- o i l r e s e r v e 

r e c o v e r y -- f o r a S t a g h o r n l o c a t i o n a t a 165,000 

b a r r e l s . 

Q. What g e n e r a l c o n c l u s i o n s can you r e a c h 

a b o u t t h e r e c o v e r y a l o n g t h e e a s t e r n down d i p f l a n k 

o f t h i s r e s e r v o i r ? 

A. W e l l , t h i s -- t h e r e c o v e r y -- t h e d a i l y 

p r o d u c t i o n and t h e d e c l i n e s on t h e w e l l s a l o n g t h e 

e a s t v e r s u s t h e f u r t h e r west up d i p s t r u c t u r a l 

s e c t i o n , as shown by Mr. Beck's c r o s s - s e c t i o n and 

more v i v i d l y , by h i s s t r u c t u r e map, t h a t ' s been a 

p o i n t o f d i s c u s s i o n h e r e f o r some t i m e now. I t 

shows as we g e t on t h o s e w e l l s t h a t a r e v e r y low 

d i p w i s e t o t h e e a s t , t h e y have v e r y p o o r 

r e c o v e r i e s . T h a t v e r y poor r e c o v e r y , o f c o u r s e , i s 

r e l a t e d t o -- d i r e c t l y r e l a t e d t o t h e amount o f 

r e s e r v o i r q u a l i t y d o l o m i t e -- h y d r o c a r b o n b e a r i n g 

d o l o m i t e -- i n any g i v e n w e l l . 

The b e s t example o f t h e two w e l l s i n 

S e c t i o n 13, t h e one t o t h e n o r t h , t h e 18,000 b a r r e l 

r e c o v e r y w e l l i s t h e Ceniza Number 3. The one t o 

i/ 
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t h e s o u t h , t h e H i l l View Number 7, i s p r o j e c t e d t o 

have 25,000 b a r r e l s o f o i l r e c o v e r y . Due west o f 

t h a t i s a w e l l -- t h e H i l l View 8 -- w h i c h we 

p r o j e c t e d t o have 295,000 b a r r e l s o f o i l r e c o v e r y , 

b u t has s i g n i f i c a n t l y more d o l o m i t e w h i c h i s 

h y d r o c a r b o n b e a r i n g . 

Q. So, Mr. McWhorter, i f I u n d e r s t a n d what 

you've done h e r e , t h e r e s e r v e numbers t h a t you have 

o b t a i n e d , t h e 165 NBO f o r t h e S t a g h o r n l o c a t i o n , 

you've g o t t h a t by p r o j e c t i n g t h e n e t t h i c k n e s s and 

t h e n c o m p a r i n g i t t o w a t e r w e l l s w i t h c o m p a r a b l e 

t h i c k n e s s i n t h e area? 

A. T h a t ' s c o r r e c t . 

Q. Does Yates P e t r o l e u m C o r p o r a t i o n seek t o be 

d e s i g n a t e d o p e r a t o r o f t h i s w e l l ? 

A. Yes, we do. 

Q. And what e x p e r i e n c e has Ya t e s had w i t h t h e 

d e v e l o p m e n t o f t h e Upper P e n n s y l v a n i a i n t h i s a r ea? 

A. W e l l , Yates P e t r o l e u m C o r p o r a t i o n has 

d r i l l e d and o p e r a t e d e i g h t y w e l l s i n t h e Upper 

P e n n s y l v a n i a n i n t h i s a r e a . We o p e r a t e -- have 

d r i l l e d and o p e r a t e d 33 w e l l s i n t h e n o r t h p o o l and 

47 w e l l s i n t h e s o u t h p o o l . C u r r e n t l y we have t h r e e 

r i g s r u n n i n g i n t h i s f i e l d , d r i l l i n g t h r e e more 

l o c a t i o n s a t t h i s t i m e . 
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Our c u r r e n t o i l p r o d u c t i o n i s i n excess o f 

13,000 b a r r e l s o f o i l p e r day. We have p r o d u c t i o n 

o f gas i n excess o f 50 m i l l i o n c u b i c f e e t o f s o u r 

p r o d u c t i o n p e r day, and we have e x c e s s i v e w a t e r 

p r o d u c t i o n , w h i c h i s commensurate w i t h t h e Upper 

P e n n s y l v a n i a n h e r e and t h e h y d r o d y n a m i c n a t u r e o f 

t h e t r a p , and we p r o d u c e r i g h t now and d i s p o s e o f 

some 45,000 b a r r e l s o f w a t e r p e r day. 

Q. Do you happen t o know how many w e l l s a r e 

o p e r a t e d by McKay i n t h i s f i e l d ? 

A. I n t h i s p o o l t h e r e a r e none o p e r a t e d by 

McKay. 

Q. L e t ' s l o o k a t E x h i b i t Number 16. And I ' d 

ask you t o i d e n t i f y t h a t f o r t h e Examiner? 

A. Okay, s i r . E x h i b i t 16 d e p i c t s t h e gas and 

w a t e r g a t h e r i n g system t h a t was p u t i n p l a c e by 

Y a t e s P e t r o l e u m C o r p o r a t i o n and i s s t i l l a dynamic 

e n t i t y . I t ' s s t i l l an o n g o i n g t h i n g . We're s t i l l 

l a y i n g more w a t e r and gas g a t h e r i n g s y s t e m s , b u y i n g 

more c o m p r e s s i o n . 

The n e c e s s i t y o f t h i s e x t e n s i v e w a t e r 

g a t h e r i n g s y s t e m i s d e p i c t e d i n t h e b l u e l i n e s , and 

t h e b l u e d o t s a r e d i s p o s a l w e l l s t h a t we have i n t h e 

s y s t e m , and t h e r e d l i n e s d e p i c t t h e main a r t e r i e s 

o f t h e gas g a t h e r i n g s y s t e m , b u t what n e c e s s i t a t e s 
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t h i s i s t h e n a t u r e o f t h e gas p r o d u c t i o n , w h i c h i s 

s o u r gas, i n t h e e x t e n s i v e w a t e r p r o d u c t i o n i n t h e 

f i e l d w h i c h a v e r a g e s a t l e a s t 600 b a r r e l s o f w a t e r 

p e r day p e r w e l l , and f o r many w e l l s even h i g h e r 

t h a n t h a t , and so t h i s f i e l d , as f a r as t h e 

r e c o g n i t i o n o f t h e h y d r o c a r b o n b e a r i n g pay zone, has 

been known f o r q u i t e some t i m e . 

However, p r i o r t o mid-1980 o p e r a t o r s n e v e r 

i n v e s t e d t h e money n e c e s s a r y t o d e v e l o p t h e w a t e r 

d i s p o s a l s y s t e m t h a t w o u l d be commensurate w i t h t h e 

e x c e s s i v e amount o f w a t e r p r o d u c t i o n and t h e a b i l i t y 

t o move t h e s o u r gas t o s w e e t e n i n g p l a n t s t o be 

s w e e t e n e d , and t h e p e t r o l e u m was i n s t r u m e n t a l i n t h e 

d e v e l o p m e n t o f an e x t e n s i v e system t o do t h a t as an 

o p e r a t o r . 

Q. Does E x h i b i t 16 show j u s t b a s i c a l l y t h e 

t r u n k l i n e s i n t h i s s y stem; i s t h a t what i t ' s 

d e s i g n e d t o show? 

A. T h a t ' s c o r r e c t . These a r e t h e main 

a r t e r i e s o f t h e system. They do n o t d e p i c t t h e 

e x t e n s i v e l i n e s o f j u s t f l o w l i n e s f r o m t h e w e l l 

heads i n t o t h e main a r t e r i e s . 

Q. W i l l you r e f e r t o Yates E x h i b i t Number 17? 

I d e n t i f y t h a t and r e v i e w i t , p l e a s e ? 

A. Yes, s i r . T h i s e x h i b i t h i g h l i g h t s some o f 
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t h e s t a t i s t i c s c o n c e r n i n g t h e gas g a t h e r i n g and 

w a t e r g a t h e r i n g system t h a t we have i n s t a l l e d . As I 

s a i d , we're d e l i v e r i n g r i g h t now i n excess o f 50 

m i l l i o n a day i n o u r gas g a t h e r i n g s y s t e m . By mid 

November w i t h t h e a d v e n t o f a n o t h e r c o m p r e s s o r t h a t 

w e ' l l b r i n g on l i n e , w e ' l l have c a p a c i t y f o r 57 

m i l l i o n a day. By t h e end o f December w i t h a d d i t i o n 

o f more c o m p r e s s i o n t h a t we have o r d e r e d , we w i l l be 

up t o 67 m i l l i o n a day c a p a c i t y . 

C u r r e n t l y we have 52 m i l e s o f gas g a t h e r i n g 

main a r t e r y g a t h e r i n g s y s t e m s , and we're now l o o k i n g 

a t t h e d e s i g n o f a 1 0 - i n c h l o o p down i n t h e s o u t h e r n 

p a r t o f t h e f i e l d . T h a t w o u l d be 11 m i l e s o f 

1 0 - i n c h l o o p down t h e r e , w h i c h w o u l d be an 

a d d i t i o n a l amount o f g a t h e r i n g i n t h e f i e l d . 

C u r r e n t l y we have on l i n e 10,000 h o r s e p o w e r 

o f c o m p r e s s i o n . We have a n o t h e r 2500 h o r s e p o w e r o f 

c o m p r e s s i o n on o r d e r . 

The o t h e r p a r t o f t h e e x h i b i t i n d i c a t e s 

d a t a -- s t a t i s t i c s -- c o n c e r n i n g t h e w a t e r d i s p o s a l 

s y s t e m . We d i s p o s e -- as I s a i d -- 45,000 b a r r e l s 

o f w a t e r a day i s our c u r r e n t d i s p o s a l , and we 

a c t u a l l y have c a p a c i t y t o d i s p o s e o f 50,000 b a r r e l s 

o f w a t e r a day. 

We have e i g h t a c t i v e s a l t w a t e r d i s p o s a l 
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w e l l s d i s t r i b u t e d t h r o u g h o u t t h e f i e l d . We have two 

s a l t w a t e r d i s p o s a l w e l l s t h a t a r e c u r r e n t l y b e i n g 

c o n v e r t e d , and t h o s e w i l l be on l i n e s h o r t l y . A t 

t h a t t i m e I p r o j e c t t h a t we w i l l have i n t h e 

n e i g h b o r h o o d o f 60,000 b a r r e l s o f w a t e r d i s p o s a l 

c a p a c i t y . 

Q. Now, i s t h e r e any w a t e r - f r e e p r o d u c t i o n i n 

t h i s area? 

A. No. There's no w a t e r - f r e e p r o d u c t i o n i n 

t h e Canyon i n t h i s a r e a . 

Q. C o u l d you make an e s t i m a t e as t o what m i g h t 

be t h e a v e r a g e w a t e r p r o d u c t i o n p e r day? 

A. Yes, s i r . As I s a i d , i t a v e r a g e s a r o u n d 

600 b a r r e l s a day p e r w e l l -- a v e r a g e w a t e r 

p r o d u c t i o n p e r w e l l . 

Q. And does Yates have excess c a p a c i t y and 

w o u l d be a b l e t o h a n d l e any w a t e r t h a t w o u l d be 

p r o d u c e d i n c o n j u n c t i o n w i t h h y d r o c a r b o n s i n i t s 

p r o p o s e d S t a g h o r n a l l o w a b l e ? 

A. Yes, we do. 

Q. The gas t h a t w o u l d be p r o d u c e d w i t h t h e 

o i l , w o u l d t h a t be, i n y o u r a n t i c i p a t i o n , s o u r o r 

sweet gas? 

A. No, t h i s w o u l d be s o u r gas. 

Q. And what w o u l d you p r o p o s e t o do w i t h s o u r 
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gas p r o d u c e d f r o m t h e St a g h o r n ? 

A. W e l l , we w o u l d -- as we a r e t e s t i n g t h e 

w e l l as we i n i t i a l l y c o m p l e t e i t , and a g a i n , t h e 

t e s t phase, w e ' l l hook i t r i g h t up i n t o o u r s a l e s 

l i n e and b e g i n gas s a l e s . The gas goes t o b a s i c a l l y 

one o f t h r e e o u t l e t s . I t w i l l e i t h e r go t o a 

T r a n s W e s t e r n s w e e t e n i n g p l a n t , o r i t w o u l d go t o a 

n o r t h e r n s w e e t e n i n g p l a n t i n Hobbs, o r c o u l d 

p o t e n t i a l l y go t o a P h i l l i p s s w e e t e n i n g p l a n t . We 

do send some o f o u r gas o v e r t o P h i l l i p s ' s w e e t e n i n g 

p l a n t . 

Q. But you w o u l d have t h e a b i l i t y t o sweeten 

t h e gas, w h a t e v e r i t w o u l d produce? 

A. T h a t i s c o r r e c t . 

Q. When you a r e t e s t i n g t h e w e l l , what w o u l d 

you do w i t h t h e gas d u r i n g t e s t i n g ? Would you f l a r e 

i t , o r w o u l d you be a b l e t o p u t i t i n t o t h e l i n e ? 

A. No, s i r . We w o u l d p u t i t r i g h t i n t o t h e 

s a l e s 1 i n e . 

Q. Based on t h e f a c i l i t i e s t h a t Y a t e s has i n 

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

t h e p r o d u c t i o n t h a t i t w o u l d be a b l e t o o b t a i n f r o m 

t h e p r o p o s e d w e l l ? 

A. Yes, s i r . 

Q. Were E x h i b i t s 15 t h r o u g h 17 p r e p a r e d by 
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you ? 

A. Yes, t h e y were. 

MR. CARR: A t t h i s t i m e I w o u l d move t h e 

a d m i s s i o n o f Yates 15 t h r o u g h 17. 

MR. CATANACH: E x h i b i t s 15 t h r o u g h 17 w i l l be 

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

( Y a t e s P e t r o l e u m C o r p o r a t i o n E x h i b i t s 1 

t h r o u g h 17 were a d m i t t e d i n e v i d e n c e . ) 

MR. CARR: That c o n c l u d e s my d i r e c t 

e x a m i n a t i o n o f t h i s w i t n e s s . 

MR. CATANACH: Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. McWhorter, on E x h i b i t 15 when we l o o k 

a t t h e M a r a t h o n w e l l i n 36? 

A. Yes, s i r . 

Q. Which i s s o u t h e a s t o f y o u r p r o p o s e d 

l o c a t i o n ? 

A. Yes, s i r . 

Q. T h a t ' s a so u r gas w e l l t h a t ' s c u r r e n t l y 

s h u t i n , i s n ' t i t ? 

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

Q. Th a t w e l l ' s n o t b e i n g p r o d u c e d , i s i t ? 

A. No, i t ' s n o t . 

Q. I s i t c o m p l e t e d i n t h i s d o l o m i t e t h a t 
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Mr. Beck was d e s c r i b i n g f o r us? 

A. They have -- l e t me say t h i s , t h e y have 

p e r f o r a t e d t h r o u g h o u t t h e d o l o m i t e . There seems t o 

be some q u e s t i o n as t o what t h e y ' r e a c t u a l l y f i n a l l y 

p r o d u c i n g f r o m i s i n t h e d o l o m i t e o r n o t , b u t i f i t 

i s i t ' s a t t h e v e r y , v e r y t o p o f t h e d o l o m i t e 

s e c t i o n i t s e l f . 

Q. I s i t t h e i n f o r m a t i o n f r o m t h a t M a r a t h o n 

w e l l t h a t causes you t o b e l i e v e t h a t y o u r l o c a t i o n 

i s g o i n g t o p r o d u c e s o u r gas? 

A. The i n f o r m a t i o n t h a t causes me t o t h i n k 

t h a t we're g o i n g t o p r o d u c e t h e s o u r gas i s t h a t 

we've d r i l l e d 80 w e l l s i n t h i s d o l o m i t e o u t h e r e , 

s i r , and i t ' s p r o d u c e d s o u r gas each and e v e r y t i m e . 

Q. I guess I'm c o n f u s e d . Mr. Beck was t a l k i n g 

a b o u t as you move n o r t h you p r o d u c e sweet gas. D i d 

I m i s u n d e r s t a n d ? 

A. Not w i t h i n t h e d o l o m i t e s e c t i o n I d o n ' t 

t h i n k you p r o d u c e sweet gas. Where you p r o d u c e 

sweet gas i s when you move up t h e h o l e and i n t o t h e 

l i m e s t o n e s e c t i o n . Very f r e q u e n t l y i f you p e r f o r a t e 

t h e l i m e s t o n e s e c t i o n you w i l l p r o d u c e sweet gas 

w i t h them. 

Q. I guess I d o n ' t u n d e r s t a n d t h e p o i n t o f 

y o u r d i s c u s s i o n a b o u t t h e w a t e r d i s p o s a l f a c i l i t i e s 
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u t i l i z e d by Yates i n t h i s f i e l d . I s n o t t h a t w a t e r 

d i s p o s a l f a c i l i t y a s e p a r a t e e n t i t y w i t h i n t h e Ya t e s 

s t r u c t u r e o f companies? 

A. Yes, i t i s . 

Q. And d o n ' t t h o s e companies i n w h i c h Ya t e s 

has a w o r k i n g i n t e r e s t i n t h e s e p a r t i c u l a r w e l l s on 

a w e l l - b y - w e l l b a s i s pay a f e e t o t h e d i s p o s a l 

company? 

A. Yes, s i r , t h e y do. As you w e l l know a f e e 

w o u l d be c h a r g e d by any company t o d i s p o s e o f w a t e r . 

The f e e t o d i s p o s e o f t h a t i s l e s s t h a n a t h i r d o f 

what i t w o u l d c o s t t o t r u c k t h e w a t e r --

Q. I u n d e r s t a n d . 

A. -- w h i c h i s t h e o t h e r o p t i o n . 

Q. And r e g a r d l e s s o f who o p e r a t e s o r how you 

c o n f i g u r e t h e p r o r a t i o n u n i t f o r S e c t i o n 25, Yates 

i s g o i n g t o have a w o r k i n g i n t e r e s t i n t h e w e l l ? 

A. Yes. 

Q. And w i t h t h a t w o r k i n g i n t e r e s t t h e n , t h a t 

w e l l ' s p r o d u c t i o n i s e l i g i b l e t o have t h e w a t e r 

p r o d u c e d g o i n g i n t o t h e Yates s y s t e m f o r a f e e ? 

A. T h a t c o u l d p r o b a b l y be worked o u t . I t 

w o u l d be an i t e m t h a t p r o b a b l y c o u l d be worked o u t . 

Q. When we l o o k a t S e c t i o n 26 t h e r e ' s some 

w e l l s p o t s i n h e r e f o r w h i c h you've n o t c a l c u l a t e d 
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c u m u l a t i v e o i l p r o d u c t i o n ? 

A. E s t i m a t e d u l t i m a t e o i l p r o d u c t i o n ? 

Q. The e s t i m a t e d u l t i m a t e o i l r e c o v e r y ? 

A. Yes, s i r , t h a t i s c o r r e c t . 

Q. Why n o t ? 

A. W e l l , what I d i d was, I c a l c u l a t e d t h e ones 

t h a t -- f o r t h e ones t h a t Mr. Beck has on h i s d a i l y 

p r o d u c t i o n map t h a t he showed e a r l i e r . 

Q. You h a v e n ' t c a l c u l a t e d t h e e s t i m a t e d 

u l t i m a t e o i l r e c o v e r y f o r e i t h e r o f t h e w e l l s i n 26? 

A. No, s i r . I d o n ' t have t h o s e w i t h me. 

Q. Okay. I n 24 Yates has g o t an a c r e a g e 

p o s i t i o n i n t h e s o u t h h a l f , d o n ' t t h e y ? 

A. I'm n o t f a m i l i a r w i t h t h a t . They may o r 

may n o t . I'm n o t f a m i l i a r w i t h t h e a c r e a g e . 

Q. Are t h e r e any w e l l l o c a t i o n s p r o p o s e d i n 

24 ? 

A. I t h i n k -- w e l l , I d o n ' t know t h a t t h e r e ' s 

an a c r e a g e o r a l o c a t i o n p r o p o s e d , I do know t h a t 

n e ar where we're p r o d u c i n g i s w o r k i n g on d e v e l o p i n g 

a l o c a t i o n i n t h e r e i n t h e west h a l f o f 24. Whether 

i t ' s n o r t h o r s o u t h i n t h a t s e c t i o n I do n o t know. 

Q. Okay. As a p e t r o l e u m e n g i n e e r , have you 

done any p r e s s u r e s t u d i e s o r r e s e r v o i r s t u d i e s t h a t 

w o u l d s u p p o r t Mr. Beck's i n t e r p r e t a t i o n o f t h i s b i g 
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w a t e r ? 

A. W e l l , s i r , t h e t h i n g s t h a t s u p p o r t 

Mr. Beck's i n t e r p r e t a t i o n o f t h e b i g w a t e r i s t h e 

f a c t t h a t we have a h y d r o d y n a m i c a l l y t r a c t 

r e s e r v o i r . The t h i n g t o i n d i c a t e t h a t we have a 

h y d r o d y n a m i c a l l y r e s e r v o i r a r e t h r e e : One, t h e 

wh o l e s y s t e m f r o m t h e I n d i a n B a s i n down t h r o u g h 

Dagger Draw when i t was i n i t i a l l y f o u n d and 

p e n e t r a t e d was s u b n o r m a l l y p r e s s u r e d r e s e r v o i r . I t 

was t h e f i r s t c l u e r i g h t t h e r e t h a t i t c o u l d be 

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

a c t u a l l y below t h e s u r f a c e o f t h e g r o u n d . We had 

s u b n o r m a l p r e s s u r e r e s e r v o i r . 

The second c l u e t h a t i t ' s a 

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

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

e s s e n t i a l l y f r e s h w a t e r . We p r o d u c e w a t e r t h a t have 

c h l o r i d e s anywhere f r o m 6 t o 7,000 p a r t s p e r 

m i l l i o n , w h i c h a r e e x t r e m e l y a t y p i c a l f o r f o r m a t i o n 

b r i n e s i n t h e Permian B a s i n . 

F r e s h w a t e r t y p i c a l l y i n d i c a t e s some s o r t 

o f r e c h a r g e . Where d i d t h e f r e s h w a t e r come f r o m i n 

o t h e r w o r ds. And a r e c h a r g e d s y s t e m i s most 

d e f i n i t e l y t o t h e west and t h r o u g h t h e h i g h a n g l e 

f a u l t s i n t h e Guadalupes and t h e w a t e r moves down 
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t h r o u g h t h e P e n n s y l v a n i a n h e r e , and i t ' s a 

h y d r o d y n a m i c t r a p . 

When you see a h y d r o d y n a m i c t r a p you see --

no l o n g e r do you see w a t e r , o i l and t h e n a s t a t i c 

o i l gas column s i t t i n g c o n f o r m a b l y on t o p o f t h e o i l 

and w a t e r column. You w i l l see f l u i d s d i s t r i b u t e d 

o f f o f one a n o t h e r and t h a t r e l a t e s , i f you do a --

draw j u s t a s i m p l e f o r c e d i a g r a m w i t h a v e c t o r o f 

w a t e r and t h e buoyancy e f f e c t o f w a t e r and g r a v i t y 

e f f e c t s o f w a t e r , and p u t t h a t under m o t i o n and i n 

c o n j u n c t i o n w i t h t h e same v e c t o r s f o r o i l and t h e 

buoyancy e f f e c t o f o i l , w h i c h i s more b u o y a n t t h a n 

w a t e r , l e s s g r a v i t y , l e s s g r a v i t y e f f e c t s , and t h e 

gas, w h i c h i s even more b u o y a n t t h a n t h e o i l -- when 

you g e t a h y d r o d y n a m i c s i t u a t i o n , t h e y a l l want t o 

move t o d i f f e r e n t p o i n t s . They no l o n g e r m i g r a t e t o 

t h e same p o i n t o v e r one a n o t h e r i n t h e r e s e r v o i r , 

and t h e y ' r e d i s t r i b u t e d d i f f e r e n t l y . 

Sure enough, i f we l o o k a t d i s t r i b u t i o n o f 

r e s e r v o i r f l u i d s w i t h i n t h i s r e s e r v o i r , we see t h a t 

down d i p and t o t h e e a s t we have o i l d i s t r i b u t e d . 

We have a gas cap d i s t r i b u t e d t o t h e w e s t , and 

t h e y ' r e d i s p l a c e d o f f o f one a n o t h e r j u s t as you 

w o u l d e x p e c t i n a h y d r o d y n a m i c t r a p p i n g and t h e 

t i l t i n g o f t h e o i l / w a t e r c o n t a c t and, t h e r e f o r e , t h e 
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d i s t r i b u t i o n o f t h e b i g w a t e r . You f i n d no w a t e r 

f r e e p r o d u c t i o n . You can even p e r f o r a t e a t t h e t o p 

t h e d o l o m i t e and y o u ' r e s t i l l g o i n g t o make w a t e r . 

Q. My q u e s t i o n , s i r , and p e r h a p s I d i d n ' t make 

i t c l e a r , have you a p p l i e d a l l o f t h a t 

i n f o r m a t i o n --

A. Yes. 

Q. -- t o a s p e c i f i c s t u d y t o i n d e p e n d e n t l y 

c o n f i r m f o r each w e l l Mr. Beck's c o n t o u r i n g o f h i s 

l o c a t i o n o f t h e b i g w a t e r ? 

A. Not i n d e p e n d e n t l y f o r each w e l l , b u t f o r 

t h e two p o o l s as a w h o l e , y e s . 

Q. I n t h i s g e n e r a l way t o see as a r e s e r v o i r 

e n g i n e e r how t h i s i s supposed t o work? 

A. T h a t i s c o r r e c t . 

Q. But when i t comes t o s p e c i f i c a l l y l o c a t i n g 

t h e a c t u a l c o n t a c t i n t h e d o l o m i t e w i t h t h e t o p o f 

t h e b i g w a t e r , you've n o t i n d e p e n d e n t l y done t h a t as 

a r e s e r v o i r e n g i n e e r ? 

A. Yes, I have. Not as a r e s e r v o i r e n g i n e e r , 

b u t I'm a l s o t h e c o m p l e t i o n s e n g i n e e r , and I'm t h e 

one t h a t has been t e s t i n g t h e l o c a t i o n o f t h i s b i g 

w a t e r c o n t a c t f r o m w e l l t o w e l l . 

Of t h e s e o f t h e s e 80 w e l l s t h a t we have 

d r i l l e d and c o m p l e t e d , I have c o m p l e t e d a l l b u t 19 
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o f them t h a t Yates o p e r a t e s , and we have done some 

e x p e r i m e n t i n g w i t h t h e l o c a t i o n s o f t h i s b i g w a t e r 

c o n t a c t i n v a r i o u s w e l l s by p e r f o r a t i n g and 

p r o d u c t i o n t e s t i n g t h e l o w e r zones t o see i f t h e y do 

have o i l e n t r a i n e d i n t h e w a t e r . 

Q. Okay. When we a p p l y t h a t e x p e r t i s e and 

knowledge t o t h e west h a l f o f 25 u s i n g Mr. Beck's 

E x h i b i t Number 8? 

A. Yes, s i r . 

Q. You b e l i e v e t h a t you can make a c o m m e r c i a l 

w e l l a t y o u r p r o p o s e d l o c a t i o n ? 

A. Yes, I do. 

Q. We move t o t h e n o r t h , and we go down t o 143 

f e e t o f g r o s s d o l o m i t e above t h e b i g w a t e r , w i l l 

t h a t make a c o m m e r c i a l w e l l ? 

A. T h a t w o u l d p r o b a b l y be c o m m e r c i a l , y e s . 

Q. We move f u r t h e r n o r t h t o t h e n e x t l o c a t i o n , 

122, i s t h a t g o i n g t o make a c o m m e r c i a l w e l l ? 

A. T h a t w i l l s t a r t t o g e t m a r g i n a l t h e r e as 

f a r as b e i n g c o m m e r c i a l . 

Q. And t h e 80 f e e t above b i g w a t e r a t t h e 

McKay l o c a t i o n , w i l l t h a t make a w e l l ? 

A. Okay, s i r . I f I i n t e r p r e t by what you mean 

"by make a w e l l , " i f i t makes o i l , gas and w a t e r , 

i t w i l l make a w e l l , b u t i t w i l l p r o b a b l y n o t be a 
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v e r y economic w e l l w i t h o n l y 88 f e e t o f h y d r o c a r b o n 

b e a r i n g d o l o m i t e above t h e b i g w a t e r . 

Q. I n t h e absence o f a w e l l a t McKay's 

l o c a t i o n , where a r e t h o s e o i l r e s e r v e s g o i n g t o 

m i g r a t e t o ? 

A. W e l l , s i r , I'm n o t s u r e t h a t t h e y ' r e g o i n g 

t o m i g r a t e t o any p l a c e i n t h e i m m e d i a t e p r o d u c t i o n 

f u t u r e o f t h i s r e s e r v o i r . 

Q. Have you done any d r a i n a g e c a l c u l a t i o n s on 

t h e P r i c k l y Pear w e l l t o see what a r e a s i t ' s g o i n g 

t o e f f e c t i n t h e r e s e r v o i r ? 

A. W e l l , t h e P r i c k l y Pear -- w e l l , I ' v e n o t 

done any d r a i n a g e a r e a c a l c u l a t i o n s m a i n l y because 

d r a i n a g e a r e a c a l c u l a t i o n s w i t h i n t h i s a r e a o f t h e 

r e s e r v o i r a r e d i f f i c u l t a t b e s t , and n e b u l o u s i n t h e 

r e s u l t s o f what t h e y r e a l l y mean, b u t I ' v e g o t some 

d a t a t h a t shows s o m e t h i n g b e t t e r t h a n j u s t p u t t i n g 

t o g e t h e r a d r a i n a g e a r e a c a l c u l a t i o n , and as you 

have y o u r s e l f p o i n t e d o u t --

Q. What i s t h a t ? 

A. As you y o u r s e l f have p o i n t e d o u t , t h a t 

w e l l s have been d r i l l e d p r e t t y c l o s e i n a 4 0 - a c r e 

s p a c i n g i n S e c t i o n 23, and, i f any p l a c e , t h e r e i s a 

w e l l -- t h e r e ' s an ar e a -- where t h e r e ' s a l o t o f 

p o r o s i t y f e e t o f h y d r o c a r b o n b e a r i n g p o r o s i t y f e e t 
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above t h e b i g w a t e r , and i f any p l a c e t h a t you w o u l d 

e x p e c t t h a t t h e r e w o u l d be some e f f e c t s o f d r a i n a g e , 

t h a t ' s an a r e a t h a t we w o u l d see i t . 

Q. What a r e a a r e you t a l k i n g a b o u t ? 

A. The n o r t h e a s t q u a r t e r o f S e c t i o n 23. 

N o r t h e a s t q u a r t e r o f S e c t i o n 23. W i t h i n t h a t --

c o n f i n e s o f t h a t q u a r t e r -- we have t h e H i l l View 5, 

w h i c h i s i n t h e n o r t h e a s t o f t h e n o r t h e a s t . We have 

t h e H i l l View 6, w h i c h i s i n n o r t h w e s t o f t h e 

n o r t h e a s t , and H i l l View 2, w h i c h i s i n t h e 

s o u t h w e s t o f t h e n o r t h e a s t , and t h e H i l l View 10, 

w h i c h i s i n t h e s o u t h e a s t o f t h e n o r t h e a s t . 

Now, t h e H i l l View 2 i s a w e l l t h a t we t o o k 

o v e r f r o m Conoco and o r i g i n a l l y t h e y d r i l l e d i t and 

i t was c a l l e d t h e Penny Fed. Number 2, and t h e y --

when we t o o k t h a t w e l l o v e r we had a s u n d r y n o t i c e 

i n t o p l u g t h e w e l l . Because o f t h e c u m u l a t i v e 

p r o d u c t i o n on t h a t w e l l , t h e y have n o t been a b l e t o 

make a v e r y good w e l l . I t cumed 65,000 b a r r e l s o f 

o i l , 373 m i l l i o n c u b i c f e e t o f gas, and 1.1 m i l l i o n 

-- y e s . 1.1 m i l l i o n b a r r e l s o f w a t e r . 

S u b s e q u e n t l y , we have come i n t h e r e -- d u r i n g 1990 

we came i n t h e r e and r e t r e a t e d t h e w e l l , added a few 

more p e r f o r a t i o n s , and used s u b m e r s i b l e pump 

t e c h n o l o g y t o l i f t t h e f l u i d s , and s i n c e t h e n a l o n e 
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we've p r o d u c e d 49,000 b a r r e l s o f o i l . A l m o s t as 

much as t h e y p r o d u c e d i n t h e i r whole p r o d u c t i o n 

h i s t o r y . 

177 MCF o f -- m i l l i o n c u b i c f e e t o f gas 

t h a t i s , and 126,000 b a r r e l s o f w a t e r , and i t ' s 

s t i l l p r o d u c i n g t o d a y 166 b a r r e l s o f o i l and 700 MCF 

a day a t 4200 GOR, w h i c h i s an o i l w e l l , arid i t 

makes 1500 b a r r e l s o f w a t e r a day. However, a f t e r 

t h a t amount o f d e p l e t i o n w i t h t h a t r e s e r v o i r , I 

w o u l d t h i n k t h a t a 4 0 - a c r e l o c a t i o n d i r e c t l y 

o f f s e t t i n g i t w o u l d show some e f f e c t o f d e p l e t i o n , 

and when we d r i l l e d t h e H i l l View 5, t h e H i l l View 6 

and t h e H i l l View 10, t h e H i l l View 5 and t h e H i l l 

View 6, as you can see on Mr. Beck's map, had 

s i g n i f i c a n t l y h i g h IPs and s t i l l have v e r y h i g h 

r a t e s and t h e y ' r e n o t a f f e c t e d by d r a i n a g e by w e l l s 

t h a t a r e 4 0 - a c r e o f f s e t s . 

By t h e way, t h e H i l l View 6 i s r e a l l y t h e 

same s t o r y , o n l y i t ' s n o t q u i t e as s t r o n g as t h e 

H i l l View 5 o r H i l l View 10. 

Q. Can you c o n f i r m t h a t w i t h p r e s s u r e 

i n f o r m a t i o n ? I s t h e r e any p r e s s u r e s t u d i e s 

a v a i l a b l e t o d e m o n s t r a t e t h a t w e l l s a r e n o t 

i n t e r f e r i n g w i t h each o t h e r ? 

A. No, s i r . We d o n ' t have any p r e s s u r e 
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i n f o r m a t i o n s p e c i f i c a l l y i n t h a t q u a r t e r s e c t i o n o f 

t h e f i e l d , and t h e r e a s o n we d o n ' t a r e some 

o p e r a t i o n a l r e a s o n s as f a r as t e s t i n g t h e w e l l s , b u t 

t h e manner i n w h i c h one has t o t e s t t h e s e w e l l s i s 

r e a l l y t o s u b m e r s i b l e pump t e s t t h e w e l l . 

Swabbing does n o t do much f o r t h e w e l l , and 

by t h e t i m e you p u t i t on s u b m e r s i b l e pump, t h e n t h e 

access t o r u n n i n g p r e s s u r e work i s gone b e f o r e y o u r 

eyes because a t t h a t p o i n t you c a n n o t go i n and do a 

b u i l d u p because you c a n ' t s h u t t h e w e l l i n when 

t h e r e ' s a s u b m e r s i b l e pump i n t h e h o l e . 

Q. L e t me have you a p p l y t h a t knowledge t o 

S e c t i o n 25. When we l o o k a t t h e n o r t h w e s t q u a r t e r 

o f t h a t 4 0 - a c r e t r a c t ? 

A. Yes. 

Q. I s i t y o u r o p i n i o n t h a t t h e o i l r e s e r v e s 

u n d e r l y i n g t h a t 4 0 - a c r e t r a c t a r e n o t g o i n g t o be 

d r a i n e d by P r i c k l y Pear? 

A. T h a t ' s my o p i n i o n . I n t h e i m m e d i a t e 

p r o d u c i n g l i f e o f t h a t w e l l t h a t we w i l l n o t be 

e f f e c t e d . 

Q. When we l o o k a t 26 and l o o k a t t h e 

n o r t h e a s t o f t h e n o r t h e a s t o f 26, t h a t i s a p r o p o s e d 

l o c a t i o n ? 

A. T h a t ' s a p r o p o s e d l o c a t i o n . 
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Q. When i s t h a t w e l l t o be commenced? 

A. I have no i d e a . I do n o t know when t h a t 

w e l l i s s c h e d u l e d t o be d r i l l e d . 

Q. I f we a c c e p t y o u r a n a l y s i s t h a t t h e s e w e l l s 

a r e d r a i n i n g l i m i t e d a r e a s ? 

A. Yes, s i r . 

Q. How many w e l l s i n S e c t i o n 25 a r e g o i n g t o 

be n e c e s s a r y i n o r d e r t o f u l l y d e v e l o p t h a t s e c t i o n ? 

A. I n S e c t i o n 25? 

Q. Yes, s i r . T h a t ' s t h e one we're w o r r i e d 

a b o u t t o d a y . 

A. Yes, s i r . W i t h i n S e c t i o n 25 I can see t h a t 

p e r h a p s we w o u l d d r i l l anywhere f r o m a t l e a s t t h e 

one w e l l S t a g h o r n l o c a t i o n t o per h a p s -- pe r h a p s 

t h r e e t o f o u r w e l l s maybe a l o n g t h a t w e s t e r n l i n e 

p e r h a p s , b u t t h a t ' s s t i l l s p e c u l a t i v e r i g h t now. As 

f a r as how many we m i g h t d r i l l w o u l d be based upon 

t h e s uccess and t h e g e o l o g i c a l r e s u l t o f d r i l l i n g 

each w e l l . 

Q. I'm j u s t t r y i n g t o a p p l y t h e knowledge t h a t 

you've d e v e l o p e d i n t h i s a r e a t o t h i s p a r t i c u l a r 

s e c t i o n . 

A. Yes, s i r . 

Q. And based upon what you know now, i t ' s 

p r o b a b l e t h a t t h e s e c t i o n c o u l d s u p p o r t f o u r w e l l s 
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i n t h e p o o l ? 

A. No. What I s a i d was, t h a t r i g h t now I 

b e l i e v e w i t h t h e c u r r e n t base o f kn o w l e d g e , I know 

t h a t one, p o s s i b l y two w e l l s can be s u p p o r t e d . A 

t h i r d and a f o u r t h w e l l a l o n g t h a t w e s t e r n l i n e 

w o u l d o n l y be p r o v i s i o n a l and be based upon t h e 

r e s u l t s o f d r i l l i n g . 

Q. Okay. The f i r s t two c h o i c e s o f p r e f e r e n c e s 

f o r you a r e t h e S t a g h o r n l o c a t i o n and t h e n t h e one 

i m m e d i a t e l y n o r t h o f t h a t ? 

A. Yes, s i r . 

Q. Okay. 

MR. KELLAHIN: No f u r t h e r q u e s t i o n s . 

EXAMINER CATANACH: I have no q u e s t i o n s o f t h e 

w i t n e s s . A n y t h i n g f u r t h e r ? 

MR. CARR: N o t h i n g f u r t h e r . 

EXAMINER CATANACH: The w i t n e s s may be 

exc u s e d . 

MR. KELLAHIN: I c a l l Mr. George Reddy. 

GEORGE R. REDDY, 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Would you p l e a s e s t a t e y o u r name and 
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o c c u p a t i o n ? v 

A. My name i s George Reddy. I'm a g e o l o g i s t . 

Q. Give us some b a c k g r o u n d i n f o r m a t i o n on y o u , 

Mr. Reddy. When and where d i d you g r a d u a t e ? 

A. The U n i v e r s i t y o f New Mexico i n 1957, 

b a c h e l o r s d e g r e e . 1961, m a s t e r s . 

Q. I n what d i s c i p l i n e ? 

A. Geology. 

Q. Subsequent t o g r a d u a t i o n , summarize f o r us 

y o u r employment e x p e r i e n c e . 

A. A f t e r g r a d u a t i o n I went t o work f o r Exxon. 

Worked f o r them 12 y e a r s and a b o u t a y e a r and a h a l f 

w i t h Desoro and i n 1974 moved t o R o s w e l l , and s i n c e 

t h a t t i m e I ' v e worked as a c o n s u l t i n g g e o l o g i s t i n 

t h e P e rmian B a s i n a r e a . 

Q. Do y o u r c o n s u l t i n g d u t i e s i n c l u d e 

e x a m i n a t i o n o f n o t o n l y gas r e s e r v o i r s b u t o i l 

r e s e r v o i r s i n s o u t h e a s t e r n New Mexico? 

A. Yes. 

Q. P r i o r t o t h e f i r s t -- p r i o r t o t h e c u r r e n t 

employment by Mr. McKay, have you had p r i o r 

o c c a s i o n s t o v i s i t t h e Dagger Draw? 

A. Yes, I have. I worked i n i t i n t h e 

mid-7 0 s. 

Q. What were you r e t a i n e d by Mr. McKay t o 
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a c c o m p l i s h as a g e o l o g i s t ? 

A. To e v a l u a t e h i s l e a s e . 

Q. Were you g i v e n any p r e c o n d i t i o n e d i d e a s 

f r o m Mr. McKay a b o u t when and where and how t o 

d e v e l o p t h i s t r a c t i n t h e South Dagger Draw? 

A. No, I w a s n ' t . 

Q. You were t o t a l l y i n d e p e n d e n t on y o u r own t o 

a n a l y z e t h e d a t a and come t o y o u r own c o n c l u s i o n s ? 

A. T h a t ' s r i g h t . 

Q. On p r i o r o c c a s i o n s , have you r e n d e r e d 

e x p e r t g e o l o g i c o p i n i o n s t o t h e O i l C o n s e r v a t i o n 

D i v i s i o n ? 

A. Yes. 

Q. And based on y o u r s t u d i e s , do you have 

o p i n i o n s as a g e o l o g i s t w i t h r e g a r d t o i t e m s o f 

i s s u e i n t h i s case? 

A. Yes . 

MR. KELLAHIN: We t e n d e r Mr. Reddy as an 

e x p e r t p e t r o l e u m g e o l o g i s t . 

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

Q. (By Mr. K e l l a h i n ) L e t me ask you t o g i v e us 

some b a c k g r o u n d , Mr. Reddy, o f t h e k i n d s o f t h i n g s 

t h a t you have done t o a s s i m i l a t e s u f f i c i e n t d a t a 

f r o m w h i c h t h e n t o make y o u r i n t e r p r e t a t i o n . Where 

d i d you s t a r t ? 
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A. W e l l , I s t a r t e d w i t h t h e p r e v i o u s --

knowledge g a i n e d f r o m t h e p r e v i o u s s t u d y o f t h e a r e a 

f o r one t h i n g , b u t I used d a t a f r o m s e v e r a l 

s o u r c e s . A l l o f t h e a v a i l a b l e open h o l e l o g s , s c o u t 

t i c k e t s , sample l o g s . 

Q. I n a d d i t i o n , have you r e v i e w e d t h e 

t r a n s c r i p t s and e x h i b i t s t h a t were p r o v i d e d t o you 

f r o m t h e e a r l i e r Yates p r e s e n t a t i o n t h a t e s t a b l i s h e d 

s p e c i a l r u l e s f o r t h e South Dagger Draw? 

A. Yes. 

Q. And you were p r e s e n t t o d a y d u r i n g t h e i r 

t e c h n i c a l p r e s e n t a t i o n i n t h i s case? 

A. Yes. 

Q. I n a d d i t i o n , have you r e v i e w e d and examined 

t h e d a t a t h a t Y ates v o l u n t a r i l y s h a r e d w i t h us on 

t h e P r i c k l y Pear w e l l ? 

A. Yes. 

Q. The p r o d u c t i o n d a t a and t h e l o g 

i n f o r m a t i o n , and you have a n a l y z e d t h a t d a t a ? 

A. Yes. 

Q. Were you w o r k i n g w i t h modern g e o l o g i c t o o l s 

i n t e r m s o f w e l l i n f o r m a t i o n by w h i c h t o make y o u r 

i n t e r p r e t a t i o n ? 

A. Now, we a r e f o r t h e most p a r t -- W e l l , 

t h e y ' r e more s o p h i s t i c a t e d now t h e n t h e y were, s a y , 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

87 

i n t h e mi d - 7 0 s , some o f t h e newer d a t a , o f c o u r s e . 

Q. For a d d r e s s i n g t h e s p e c i f i c i s s u e s w i t h i n 

S e c t i o n 25, a r e you s a t i s f i e d t h a t you have had an 

o p p o r t u n i t y t o e v a l u a t e a l l a v a i l a b l e d a t a ? 

A. Yes, s i r . 

Q. One o f t h e i s s u e s i s t o d e t e r m i n e t h e 

optimum o r t h e l e a s t r i s k y l o c a t i o n i n S e c t i o n 25 i n 

w h i c h t o l o c a t e t h i s f i r s t w e l l . Based upon y o u r 

s t u d i e s , do you have a c o n c l u s i o n a b o u t t h a t i s s u e ? 

A. I b e l i e v e t o make an o i l w e l l t h e most --

t h e l e a s t r i s k y l o c a t i o n i s t h e n o r t h w e s t q u a r t e r . 

Q. Do you have a recommendation t o t h e 

Examiner as t o t h e o r i e n t a t i o n o f t h e s p a c i n g u n i t 

f o r p r o d u c t i o n i n t h i s p o o l t h a t a l l o w s f o r t h e f u l l 

d e v e l o p m e n t o f t h i s s e c t i o n f o r p o o l p r o d u c t i o n ? 

A. Yes. 

Q. And what i s t h a t recommendation? 

A. East west u n i t s , t h a t i s , l a y down u n i t s . 

Q. Okay. Give us a b r i e f summary and t h e n 

w e ' l l go i n t o t h e s p e c i f i c d i s p l a y and t h e d e t a i l s , 

b u t g i v e us a b r i e f summary o f t h e key e l e m e n t s as 

you see them as a g e o l o g i s t t h a t caused you t o 

c o n c l u d e t h a t t h e n o r t h w e s t o f t h e n o r t h w e s t was t h e 

b e s t l o c a t i o n t o p i c k i n t h i s s e c t i o n . 

A. W e l l , t h e two e l e m e n t s , o f c o u r s e , i s t h e 
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d i s t r i b u t i o n o f t h e h o s t r o c k , t h e r e s e r v o i r r o c k , 

w h i c h i s t h e d o l o m i t e t h a t has p r e v i o u s l y been 

d i s c u s s e d , and w i t h i n t h a t key e l e m e n t s a r e t h e 

d i s t r i b u t i o n o f p o r o s i t y w i t h i n t h a t d o l o m i t e , and 

t h e t h i r d w o u l d be t h e o i l / w a t e r and t h e g a s / o i l 

c o n t a c t s . 

I n t h a t r e g a r d I t e n d t o a g r e e w i t h 

p r e v i o u s t e s t i m o n y t h a t t h e s e a r e i n d e e d , t i l t e d 

c o n t a c t s , and t i l t e d by a h y d r o d y n a m i c a 1 l y a c t i v e 

s y s t e m . The t i l t o f w h i c h i s p r e d o m i n a n t l y f r o m 

west t o e a s t . 

Q. W h e r e i n do you d i f f e r w i t h Mr. Beck 

c o n c e r n i n g t h e g e o l o g i c i n t e r p r e t a t i o n ? 

A. W e l l , what we've seen and f r o m p r e v i o u s 

h e a r i n g s , and what we see t o d a y , i s t h e i r b i g w a t e r 

map. As b e s t I can t e l l f r o m l o o k i n g a t t h e 

p r e v i o u s one and c h e c k i n g t h i s one t o d a y , we're 

t a l k i n g a b o u t b a s a l p e r f s . You can draw a b a s a l 

p e r f s map anywhere you want t o , b u t -- and you can 

c a l l i t what you want t o , and I l i k e t h a t name, b i g 

w a t e r , b u t t h e y ' r e making a l o t o f b i g w a t e r above 

t h o s e p e r f s i n many w e l l s , so I d o n ' t r e a l l y f e e l 

l i k e we've d e f i n e d t h e h y d r o d y n a m i c s u r f a c e t h a t 

t h e y r e f e r t o by mapping b a s a l p e r f o r a t i o n s . 

P e r f o r a t i o n s a r e p i c k e d on p o r o s i t y . 
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P o r o s i t y i s d i s t r i b u t e d e r r a t i c a l l y w i t h i n t h i s 

c a r b o n a t e r e s e r v o i r , and t h e h y d r o d y n a m i c s u r f a c e 

t h a t t h e y ' r e r e f e r r i n g t o i s n o t n e c e s s a r i l y w i t h 

t h e b a s a l p e r f s . 

Q. Mr. Beck chose t o d e s c r i b e f o r us t h i s 

g r o s s d o l o m i t e i n t e r v a l b e f o r e h i s p i c k o f t h e b i g 

w a t e r . What have you done t o g i v e y o u r s e l f an 

i n t e r p r e t a t i o n o f t h e d i s t r i b u t i o n o f t h a t d o l o m i t e ? 

A. W e l l , you r e f e r t o s t r u c t u r e , and I w o u l d 

a g r e e t h a t ' s a good name t o c a l l t h e t o p o f t h a t 

s t r a t i g r a p h i c a l l y r i s i n g and f a l l i n g s u r f a c e , t h e 

c o n t a c t between l i m e s t o n e and d o l o m i t e . You c a l l 

t h a t a s t r u c t u r e . T h a t i s i n t h a t s i n c e i t i s . You 

can map t h e t o p o f t h i s h o s t r e s e r v o i r , b u t t h e r e i s 

a n o t h e r s t r u c t u r e a l o n e t h a t needs t o be c o n s i d e r e d , 

and t h a t i s t h e s t r a t i g r a p h i c h o r i z o n s , as he d i d 

m e n t i o n t h a t t h e s e p r e d o m i n a n t l y a r e e a s t -- west t o 

e a s t d i p , b u t i f you b r e a k t h e t o t a l u n i t down, you 

can s u b d i v i d e i t w i t h i n t h e f i e l d . 

Q. L e t ' s t a l k a b o u t t h e s u b d i v i s i o n so t h a t we 

have a u s a b l e n o m e n c l a t u r e . How have you chosen t o 

s u b d i v i d e t h i s g r o s s d o l o m i t e ? 

A. W e l l , I ' v e j u s t b r o k e n i t i n t o t h r e e zones, 

A, B, and C g o i n g down s e c t i o n . T h e y ' r e based on 

c o r r e l a t i o n s o f t h e l o g s w i t h i n t h e f i e l d . And 
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w i t h i n t h e f i e l d i t s e l f I f e e l t h a t t h e y can be 

c o r r e l a t e d v e r y w e l l . As you g e t o u t o n t o t h e 

f l a n k s i t becomes more d i f f i c u l t because some o f 

t h e s e t h i c k e n , e s p e c i a l l y on t h e e a s t s i d e , b u t i t 

o v e r a l l r e p r e s e n t s t o p t o b o t t o m -- t o p t o base o f 

t h e c a r b o n a t e r e s e r v o i r . 

Q. How does t h a t h e l p t h a t d i v i s i o n o f t h e 

r e s e r v o i r i n t o zones o r s e c t i o n s ? How does t h a t a i d 

you as an e x p l o r a t i o n g e o l o g i s t i n p i c k i n g t h e 

optimum l o c a t i o n t o recommend f o r t h e d r i l l i n g o f 

t h e w e l l i n S e c t i o n 25? 

A. W e l l , you can map t h e p o r o s i t y p a t t e r n s 

w i t h i n each zone. You can p i c k n e t f e e t o f p o r o s i t y 

above a g i v e n c u t o f f , and you can map t h a t , and i n 

d o i n g so you can g e t some i d e a as t o where w i t h i n 

any l o c a t i o n w h i c h o f t h o s e t h r e e zones you a r e a p t 

t o most f i n d p o r o u s d o l o m i t e i n , and t h a t ' s where 

we're w a n t i n g t o go. We want t o f i n d p o r o u s 

d o l o m i t e above w a t e r , b i g w a t e r . 

Q. L e t ' s p r o c e e d t h r o u g h y o u r d i s p l a y s and how 

you went a b o u t d o i n g t h i s s t u d y . L e t me d i r e c t y o u r 

a t t e n t i o n t o t h e i n d e x map marked as McKay 

E x h i b i t 1. What i s i n d i c a t e d on t h e i n d e x map? 

A. W e l l , i t ' s k i n d o f t h e g e n e r a l map f o r t h e 

l i n e s o f s e c t i o n t h a t were drawn t h e r e . I t h i n k s i x 
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l i n e s o f s e c t i o n , one o f w h i c h i s on t h e w a l l . The 

o t h e r s a r e on t h e s e l e d g e r - s i z e e x h i b i t s . I t shows 

t h e l o c a t i o n i n t h e n o r t h w e s t q u a r t e r f r o m 

Mr. McKay's p r o p o s e d w e l l s , and i t shows t h e 

l o c a t i o n -- i t was shown as a l o c a t i o n on t h e map i n 

t h e s o u t h e a s t o f 23 o f t h e P r i c k l y Pear w e l l , and 

t h e r e a l s o a r e some r e f e r e n c e w e l l s i n d i c a t e d , w h i c h 

a r e on -- o r a r e r e f e r r e d t o -- on t h e b i g S e c t i o n F 

F' on t h e w a l l . W e l l two i n t h e s o u t h w e s t o f t h e 

n o r t h e a s t q u a r t e r o f 23, I b e l i e v e t h a t ' s t h e --

I ' v e f o r g o t t e n t h e name o f t h e w e l l . I t ' s t h e o l d 

Conoco -- Conoco w e l l . 

Q. L e t ' s go a b o u t b u i l d i n g t h e s t r u c t u r a l 

d e s c r i p t i o n o f t h e r e s e r v o i r by l o o k i n g a t t h e 

v a r i o u s c r o s s - s e c t i o n s , and l e t you d e s c r i b e f o r us 

what t h e c r o s s - s e c t i o n s show you. And l e t ' s s t a r t 

w i t h t h e A A', and f i r s t o f a l l , o r i e n t us. We're 

s t a r t i n g a t t h e s o u t h end o f t h e r e s e r v o i r as 

c u r r e n t l y d e v e l o p e d and l o o k i n g n o r t h as we move up 

t o w a r d s t h e N o r t h Dagger Draw? 

A. Yes. On t h e n o r t h -- o r t h e s o u t h end --

t h e r e i s t h e Roger -- w e l l d r i l l e d by Roger Hanks, 

t h e P r e s t o n Fed 1, w h i c h was c o m p l e t e d as a gas w e l l 

i n t h e l o w e r p o r t i o n , and what I'm c a l l i n g U n i t C o f 

t h e t o t a l s e c t i o n . The v e r t i c a l b a r s on each w e l l 
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r e p r e s e n t s t h e p e r f o r a t e -- o v e r a l l p e r f o r a t e d 

i n t e r v a l s i n each o f t h e w e l l s shown on t h e l i n e 

s e c t i o n . 

Q. What does i t t e l l you? 

A. The l i g h t e r l i n e a t t h e t o p shows t h e 

f a c i e s change f r o m d o l o m i t e t o l i m e s t o n e , so on t h e 

p r e v i o u s s t r u c t u r e map t h a t we've seen i t w o u l d 

be -- t h a t w o u l d be t h e s u r f a c e t h a t w i l l be mapped 

u s i n g Mr. Beck's p a r a m e t e r s t h a t he i s s h o w i n g , as I 

u n d e r s t o o d i t . On t h e f a r end o f -- on t h e n o r t h 

end o f i t i s t h e Yates H i l l View AG Fed Com. 1, 

w h i c h has low o i l by p e r f s . 

T h i s s e c t i o n minus 4205, and t h a t ' s shown 

as r e f e r e n c e s t h r e e and f i v e on t h e l a r g e r 

c r o s s - s e c t i o n on t h e w a l l . Most o f t h e r e s t o f 

t h e s e -- w e l l , a l l o f them -- a r e west e a s t 

c r o s s - s e c t i o n s t o show t h e c r o s s - s e c t i o n a l v i e w o f 

t h e r e s e r v o i r f a c i e s , so B B' shows t h a t i n t h e 

Conoco P r e s t o n Fed. 2 on t h e west s i d e , o r t h e l e f t 

s i d e o f t h e d i a g r a m --

Q. I h a v e n ' t l e f t E x h i b i t 2 y e t , w h i c h i s t h e 

A A'. L e t ' s s t a r t w i t h t h a t one, t h e A A'. What 

a r e t h e m a j o r components o f t h e s t r u c t u r e t h a t a r e 

o f i m p o r t a n c e t o us as we t r y t o d e c i d e how t o 

r e s o l v e t h i s case? 
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A. W e l l , t h e sub u n i t s show n o r t h d i p . The 

d o l o m i t e on t h a t l i n e o f s e c t i o n shows n o r t h d i p and 

t h e n s o u t h d i p on a p o r t i o n o f i t , a good p o r t i o n o f 

t h e e a s t h a l f o f i t . 

Q. So, as we l o o k n o r t h s o u t h t h e n you've 

i d e n t i f i e d a s t r u c t u r a l c o n t r o l p o i n t t h a t you can 

now r u n c r o s s - s e c t i o n s p e r p e n d i c u l a r t o t h i s c o n t r o l 

l i n e and b e g i n t o g e t a sense o f t h e s i z e and t h e 

shape o f t h e s t r u c t u r e as we move t o t h e e a s t and 

t h e w e s t s i d e o f t h i s c o n t r o l p o i n t ? 

A. Yes. 

Q. Okay. L e t ' s do t h a t now and l e t ' s go t o 

t h e B B', and b e g i n t o see what t h e s o u t h e r n p a r t o f 

t h e s t r u c t u r e l o o k s l i k e as we l o o k a t i t f r o m e a s t 

t o w e s t . What does i t show you? 

A. W e l l , i t shows, a g a i n , o n l y t h e Roger Hanks 

P r e s t o n Fed. w e l l t o be t h e h i g h e s t w e l l on t h i s 

s t r u c t u r e , b o t h i n t e r m s o f t h e t o p o f t h e d o l o m i t e 

and i n t e r m s o f -- w e l l , i n t e r m s o f d o l o m i t e . The 

o t h e r w e l l t o t h e west i s s l i g h t l y h i g h e r 

s t r u c t u r a l l y t h a n t h e P r e s t o n F e d e r a l on t h e two 

upper zones. 

Q. You have i n t h e c e n t e r o f t h e c r o s s - s e c t i o n 

t h i s M a r a t h o n w e l l t h a t we've t a l k e d a b o u t 

p r e v i o u s l y i n t h e h e a r i n g ? 
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A. R i g h t . 

Q. What a r e t h e i m p o r t a n t e l e m e n t s f r o m t h a t 

M a r a t h o n w e l l t h a t you need t o d e s c r i b e t o us? 

A. W e l l , t h e c o m p l e t i o n i n t h e M a r a t h o n w e l l 

i s i n t h e uppe r most o f t h e s e v e r t i c a l b a r s above 

t h e -- Upper Penn U n i t A. Th a t BP sh o w i n g on t h e 

d i a g r a m i s a b r i d g e p l u g t h a t was r e p o r t e d . They 

p e r f e d l o w e r zones p r i o r t o t h a t , t h e y a c i d i z e d , and 

i t ' s a l i g h t -- i t was a l i g h t t r e a t m e n t by a c i d o f 

t h o s e zones, and t h e r e ' s no r e c o r d t h a t I c o u l d g e t 

o f t h e r e c o v e r i e s i n t h a t p a r t o f t h e w e l l . 

A n o t h e r t h i n g on t h i s l i n e o f s e c t i o n i s 

t h i s s h a l e wedge o f U n i t B t h a t i s e n c o u n t e r e d i n 

t h e I n d i a n H i l l S t a t e Com. T h a t ' s n o t seen on e v e r y 

l i n e o f s e c t i o n , b u t i t does e x t e n d beyond -- o r 

i n t o t h e massi v e p o r t i o n o f t h e d o l o m i t e r e s e r v o i r , 

o r t o w a r d i t , f r o m t h a t w e l l . 

Q. What does t h i s w e l l b o r e t e l l you a b o u t t h e 

C Zone? 

A. W e l l , i t t e l l s me t h a t i t -- w e l l -- on 

t h i s d i a g r a m i t t e l l s me t h a t i t ' s v e r y t h i c k . 

Q. Was i t t e s t e d f o r p r o d u c t i o n ? 

A . Yes, i t was. 

Q. A l l r i g h t . As we move t h e n -- t h i s i s 

g i v i n g you y o u r s t r u c t u r a l p a t t e r n i n t h e s o u t h e r n 
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p o r t i o n o f t h e r e s e r v o i r as we move up t o t h e C C' . 

T h a t ' s E x h i b i t Number 4? 

A. Yes. 

Q. I d e n t i f y and d e s c r i b e what y o u ' r e s e e i n g 

h e r e ? 

A. W e l l , r e f e r r i n g t h a t back t o E x h i b i t 1, 

w h i c h i s t h e i n d e x map, a g a i n , i t goes f r o m t h e 

Conoco P r e s t o n Fed 2, w h i c h i s a d r y h o l e on t h e 

s o u t h w e s t e r n c o r n e r o f t h e mapped a r e a , and I have 

some o f t h e o l d e r names on t h e s e , b u t t h e Roger 

Hanks R o b i n Fed 1 and t h e Dagger Draw Conoco V i c k i 

Fed 1, and t h e -- t h e n we go t o t h e W i l d c a t -- t h e 

Coguina R.S. Fed 1, t h a t w o u l d be t h e t h i r d w e l l 

f r o m t h e r i g h t , and I'm showing Mr. McKay's p r o p o s e d 

l o c a t i o n on t h i s d i a g r a m a t i c r e p r e s e n t a t i o n o f t h e 

r e s e r v o i r s . 

Q. And t h i s i s t h e f i r s t c r o s s - s e c t i o n we come 

t o i n w h i c h we have t h e Coquina w e l l as one o f t h e 

w e l l s f o r c o n t r o l l i n g y o u r i n t e r p r e t a t i o n o f t h e 

s t r u c t u r e ? 

A. Yes. 

Q. And i n te r m s o f t h e s t r u c t u r a l p o s i t i o n o f 

McKay's l o c a t i o n t o t h e Coquina w e l l , y o u ' r e moving 

up s t r u c t u r e ? 

A. S o r r y ? 
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Q. You're moving up s t r u c t u r e a t t h e McKay 

l o c a t i o n on t h e Coguina w e l l ? 

A. Yes. I n b o t h c a s e s , i n t e r m s o f t h e 

d o l o m i t e t o p o f t h e d o l o m i t e , and i n t e r m s o f t h e s e 

t h r e e u n i t s t h a t I'm mapping. 

Q. A l l r i g h t . When we g e t t o E x h i b i t 5 w h i c h 

i s t h e D D' c r o s s - s e c t i o n ? 

A. Yes. 

Q. D e s c r i b e f o r us what's h a p p e n i n g i n t h e 

r e s e r v o i r s t r u c t u r a l l y ? 

A. D D' s t a r t s on t h e s o u t h w e s t q u a r t e r o f 

S e c t i o n 22 on t h e west s i d e . I t has a low p r o v e n 

gas minus 3893 i n t h a t w e l l . 

I t ' s t h e Yates HT Hagar C a r l TP Com 2. I t 

goes t h r o u g h t h e Saquaro HGS Fed Com 5, w h i c h i s 

p e r f o r a t e d i n my B and C Zones. The Conoco Penny Fed 

2, w h i c h , a g a i n , was p e r f o r a t e d i n t h e B and C 

Zones, and on t h i s l i n e o f s e c t i o n t h a t w o u l d be t h e 

l o w e s t p e r f s shown. 

On t h e n e x t w e l l i n 24, i t goes t h r o u g h 

Monsanto Mayer w h i c h had a r a t h e r t h i c k s e c t i o n o f 

d o l o m i t e , b u t m o s t l y i n t h e C Zone, and I p i c k e d a 

l i t t l e b i t i n t h e N i x IT Com 1 i n t h a t zone. So t h e 

d o l o m i t e r e s e r v o i r , as I see i t , e x t e n d s t h r o u g h o u t 

t h i s s i d e u n t i l you g e t beyond t h e NIX I T Com. 1 
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e a s t w a r d . 

Q. Okay. Then we g e t t o t h e n o r t h e r n p o r t i o n 

o f t h e i n t e r p r e t a t i o n . E x h i b i t 6 i s t h e E E'? 

A. Yes. 

Q. D e s c r i b e t h a t one f o r us. 

A. A g a i n , i t s t a r t s up on t h e west Saguaro AGS 

Fed Com 2. We p e r f o r a t e d down t o minus 4,008. I t 

was shown on t h e books as an o i l w e l l , b u t had a 

v e r y h i g h g a s / o i l r a t i o . The n e x t one i s t h e 

Saguaro AGS Fed. Com. 1 w h i c h was p e r f o r a t e d i n t h e 

B and C sub u n i t s . Looks l i k e a t t h e v e r y t o p o f 

t h a t same -- w e l l a t minus 4008. 

The Saguaro AGS Fed. Com. 6 i s t h e n e x t 

w e l l a l o n g t h e l i n e as c o m p l e t e d i n t h e B and C 

Zones, m o s t l y B., and t h e H i l l View HE Fed. Com. 1 

low p e r f s a t minus 4208 and was c o m p l e t e d i n t h e A 

and B p o r t i o n s o f t h e t o t a l mass. 

Q. H a v i n g p r e p a r e d y o u r c r o s s - s e c t i o n s , d i d 

you t h e n p r e p a r e a g r o s s i s o p a c h o f t h i s d o l o m i t e ? 

A . Yes. 

Q. L e t ' s t u r n t o t h a t . I t ' s E x h i b i t Number 7? 

A. Yes. 

Q. What's t h e p u r p o s e o f mapping t h i s g r o s s 

d o l o m i t e ? 

A. W e l l , i t i s , as m e n t i o n e d , t h e -- i t ' s t h e 
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h o s t r o c k f o r t h e r e s e r v o i r and South Dagger Draw 

f i e l d , and i t w o u l d be good t o see what i t ' s l i m i t s 

a r e . 

Q. T h i s g i v e s us a d i s t r i b u t i o n b o t h 

h o r i z o n t a l l y and v e r t i c a l l y o f t h e t h i c k n e s s o f t h e 

g r o s s d o l o m i t e ? 

A. Of t h e g r o s s t h i c k n e s s . Now, on t h e e a s t 

s i d e i t w o u l d i n c l u d e , as I m e n t i o n e d , t h a t s h a l e 

wedge t h a t comes up t h r o u g h t h e M a r a t h o n w e l l , and 

so y o u ' r e g o i n g t o see t h a t t h i c k n e s s i n c l u d e d i n 

p o r t i o n s o f i t , b u t y e t i t ' s t h e g r o s s t h i c k n e s s . 

Q. A t t h i s l e v e l o f g e o l o g i c i n v e s t i g a t i o n , 

can you make any c o n c l u s i o n s a b o u t w e l l l o c a t i o n s o r 

o r i e n t a t i o n s o f t h e s p a c i n g u n i t s based upon t h e 

g r o s s i s o p a c h ? 

A. No . 

Q. You had t o t a k e y o u r l e v e l o f g e o l o g i c 

i n v e s t i g a t i o n a f u r t h e r s t e p ? 

A. Yes. 

Q. What d i d you do? 

A. W e l l , i n c o n j u n c t i o n w i t h t h i s -- a r e we 

r e a d y t o go t o E x h i b i t 8? 

Q. Yes, s i r . 

A. Okay. I made a map, I t h i n k , t h a t ' s 

s i m i l a r t o t h e one t h a t Mr. Beck was s h o w i n g , and, I 
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mean, i t was on t h e same d a t a . T h a t i s t h e t o p o f 

t h e d o l o m i t e -- Upper Penn d o l o m i t e -- and t h a t ' s 

what t h i s i s s h o w i n g . I t ' s c o n t o u r e d on an i n t e r v a l 

a t 25 f e e t , and I ' v e j u s t t a k e n t h e c o n t o u r s o u t t o 

t h e l i m i t s t h a t a r e shown on t h e p r e v i o u s map. I t 

shows t h e a x i s o f t h i s f e a t u r e s t a r t i n g down i n 

ab o u t t h e s o u t h w e s t q u a r t e r o f 35 and c u r v i n g 

n o r t h w a r d r i g h t on t h e o i l t r e n d s . 

Q. H a v i n g now g i v e n y o u r s e l f a c o n t o u r map o f 

s t r u c t u r e on t h e t o p o f t h i s d o l o m i t e , h a v i n g 

d e v e l o p e d a g r o s s i s o p a c h , d i d you t h e n a t t e m p t t o 

d e v e l o p i s o p a c h on t h e i n d i v i d u a l members o f t h a t 

d o l o m i t e ? 

A. Yes. 

Q. The t o p one you've i d e n t i f i e d as t h e A 

c a r b o n a t e ? 

A. T h a t ' s r i g h t . 

Q. L e t ' s l o o k a t t h a t map. 

A. Okay. Now t h i s i s n e t f e e t o f d o l o m i t e 

t h a t has a p o r o s i t y o f two p e r c e n t o r g r e a t e r . 

G r e a t e r t h a n two p e r c e n t , I s h o u l d say. 

Q. So y o u r p o r o s i t y c u t o f f i s g r e a t e r t h a n two 

p e r c e n t ? 

A. R i g h t . 

Q. So y o u ' r e mapping e v e r y t h i n g t h a t shows on 
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t h e l o g t o have a p o r o s i t y h i g h e r t h a n two p e r c e n t ? 

A. T h a t ' s r i g h t . 

Q. For t h e A c a r b o n a t e ? 

A. For t h e A Zone o n l y . 

Q. Okay. What does t h i s show you? 

A. W e l l , i t shows t h a t t h e A Zone i s t h i c k 

r e l a t i v e l y s p e a k i n g i n t h e M a r a t h o n w e l l , and a l s o 

t o t h e n o r t h i n t h i s a r e a where i n some o f t h e w e l l s 

t h e y ' v e c o m p l e t e d i n t h e A Zone. 

Q. W e l l , t h e M a r a t h o n w e l l i s c o m p l e t e d i n 

t h i s A Zone. I t i s , i s i t n o t ? 

A. Yes. 

Q. T h a t ' s t h e s o u r gas w e l l t h a t M a r a t h o n has? 

A. R i g h t . 

Q. G e o l o g i c a l l y , what does t h a t b e g i n t o t e l l 

you a b o u t t h e s o u t h h a l f o f S e c t i o n 25 i n t h e A 

Zone ? 

A. W e l l , i t ' s b e g i n n i n g t o t e l l me t h a t i n 

t h i s zone — a t l e a s t i n t h i s zone — i t w o u l d be 

more gas p r o n e a t t h e s o u t h w e s t l o c a t i o n t h a n i n t h e 

n o r t h l o c a t i o n . 

Q. Okay. As we move down i n t o t h e c a r b o n a t e 

now and g e t i n t o t h e n e x t zone, t h e B Zone? 

A. Yes. 

Q. I s n ' t t h e o b j e c t o f t h e e x e r c i s e t o f i n d 
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o i l ? 

A. W e l l , t h a t seems t o be what's been 

h a p p e n i n g o u t t h e r e . 

Q. Can you f i n d i t i n t h e B Zone? 

A. Yes. 

Q. How have you mapped i t ? 

A. W e l l , I must say t h a t p r i o r t o r e c e i v i n g 

t h e d a t a on t h e P r i c k l y Pear w e l l I d i d n ' t have 

q u i t e as much o f a t h i c k n e s s f o r t h e B Zone mapped 

i n t o S e c t i o n 25, b u t I f i n d p o r o s i t y i n t h e B Zone 

t h e r e , and i t ' s c r e a t e d a p o r o s i t y t h i c k w i t h 

r e s p e c t t o w e l l s on t h e w e s t , and i t ' s l o g i c a l t o 

draw t h e n t h e z e r o l i n e f a r t h e r west i n S e c t i o n 25, 

and what i t shows me i s t h a t t h e r e ' s a b o u t -- by 

mapping -- t h e r e ' s a b o u t 15 f e e t -- w e l l , 15 -- 10 

t o 15 f e e t o f p o r o s i t y o f p o r o u s d o l o m i t e i n t h e B 

Zone. 

Q. L e t ' s go down t o t h e C Zone. 

A. T h a t ' s p a r d o n me. 

Q. I'm s o r r y . Go ahead. 

A. T h a t ' s a t t h e McKay l o c a t i o n . 

Q. Yes . 

A. A t t h e Yates l o c a t i o n I'm s h o w i n g a b o u t 60. 

Q. McKay E x h i b i t 1 1 . 

A. Okay. 
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Q. You're mapping t h e C Zone d o l o m i t e ? 

A. I'm mapping t h e p o r o s i t y g r e a t e r t h a n two 

p e r c e n t i n t h a t C Zone d o l o m i t e . 

Q. What's y o u r c o n c l u s i o n ? 

A. My c o n c l u s i o n i s t h a t t h e Coquina w e l l i s 

i n a p o r o s i t y t h i c k w i t h i n t h e C Zone. The o n l y 

zone t h a t i s p r e s e n t i n t h a t w e l l t h a t i s d o l o m i t e , 

and i t i s on t r e n d i n t h a t t h i c k w i t h some v e r y good 

w e l l s t h a t a r e back t o t h e n o r t h w e s t , and t h a t t h e 

Yates l o c a t i o n i n t h e s o u t h w e s t s o u t h w e s t o f 25 i s 

i n a -- r e l a t i v e t o t h a t -- i t ' s i n a p o r o s i t y t h i n 

o f a b o u t 33 f e e t . 

Q. The Yates l o c a t i o n i s 33 f e e t , and up i n 

y o u r l o c a t i o n i t ' s w h a t , 70? 

A. No. I s t a t e d t h a t t h a t way, b u t a t t h e 

l o c a t i o n i t s e l f I'm mapping i n a 5 0 - f o o t t h i c k n e s s . 

Q. Okay. H a v i n g p r e p a r e d i s o p a c h s on t h e s e 

t h r e e zones now, what i s t h e n e x t t h i n g t h a t you 

want t o have i n v e s t i g a t e d b e f o r e you d e c i d e what i s 

t h e optimum l o c a t i o n i n w h i c h t o p r o p o s e t h e w e l l i n 

S e c t i o n 25? 

A. W e l l , k n o w i n g t h a t t h e r e i s a s s o c i a t e d g a s, 

and t h a t some o f t h e w e l l s were c o m p l e t e d i n t h a t 

zone, n o t many o f them, b u t some o u t on t h e west 

s i d e were, I ' d l i k e t o know as b e s t I c o u l d , where 
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t h e low gas w o u l d e n c o u n t e r each o f t h e s e zones, and 

where t h e o i l -- o i l p r o n e a r e a i s w i t h i n each o f 

t h e s e zones. 

Q. And have you p r e p a r e d a map t h a t 

d e m o n s t r a t e s t h a t ? 

A . Yes. 

Q. L e t ' s go t o E x h i b i t 12? 

A. T h i s i s a s t r u c t u r e map p r i m a r i l y on t h a t A 

Zone s h o w i n g e a s t d i p , and i t ' s -- i n a d d i t i o n t o 

t h a t a r e t h e l i m i t s t o t h e d o l o m i t e , t h e d o l o m i t e 

p o r o s i t y , t h a t o c c u r s i n t h e A zone. I t ' s c o n t o u r e d 

on 2 0 - f o o t c o n t o u r i n t e r v a l s . I t ' s s h o w i n g me t h a t 

b o t h l o c a t i o n s a r e i n a gas p r o n e a r e a i n 

S e c t i o n 25 i n t h i s zone o n l y . 

Q. What have you used t o c o n t r o l t h e l i m i t s o f 

t h i s d o l o m i t e p o r o s i t y t h a t ' s p l a c e d i n t h e d a r k e r 

l i n e on each s i d e ? 

A. Oh. W e l l , t h o s e w o u l d be f r o m t h e p r e v i o u s 

maps. I n p a r t i t w o u l d be t h e l i m i t s shown on t h e 

t o t a l d o l o m i t e i s o p a c h , and where t h e p o r o s i t y 

p i n c h - o u t d i v e r g e s f r o m t h a t i n s i d e t h e f i e l d , i t 

t r a c e s t h e edge o f t h e A Zone p o r o s i t y , a p i n c h - o u t . 

Q. Okay. As we go t o t h e B d o l o m i t e , what d i d 

you want t o know w i t h t h i s d i s p l a y ? 

A. W e l l , may I go back h e r e a moment? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

104 

Q. Sure. Which one? 

A. To E x h i b i t 12. 

Q. A l l r i g h t . 

A. I ' v e shown t h e o i l p r o n e a r e a t o o t h a t I 

t h i n k may o c c u r , and I ' v e based i t on t h e low p e r f s 

i n t h i s w e l l i n t h e n o r t h w e s t q u a r t e r o f t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 12 where a c t u a l l y t h i s 

f a l l s b elow t h e low p e r f s t h a t were i n t h a t w e l l 

minus 4,000. 

Q. A l l r i g h t . And t h a t ' s shaded i n t h e g r e e n , 

and t h i s i s f o r A c a r b o n a t e ? 

A. Uh-huh. 

Q. A l l r i g h t . As we move i n t o an e x a m i n a t i o n 

o f t h e o i l p r o n e v e r s u s t h e gas p r o n e a r e a s i n 

l o o k i n g a t t h e B d o l o m i t e , you've p r e p a r e d 

E x h i b i t 13? 

A. Yes. 

Q. Okay. What's y o u r c o n c l u s i o n ? 

A. W e l l , t h e B d o l o m i t e l o o k s l i k e i t w o u l d be 

i n t h e o i l l e g t o me i n t h e n o r t h w e s t l o c a t i o n and 

i n t h e s o u t h w e s t l o c a t i o n , b u t v e r y n e a r t h a t minus 

4,001 w h i c h i s t h e -- I'm s o r r y -- t h e base o f --

b a s a l p e r f s i n t h e P r e s t o n Fed. 2. 

Q. Then f i n a l l y , l e t ' s l o o k a t E x h i b i t 14 and 

see what y o u r o p i n i o n s a r e c o n c e r n i n g t h e o i l 
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p o t e n t i a l i n t h e a r e a i n t h a t C d o l o m i t e . What do 

you c o n c l u d e ? 

A. W e l l , I can say t h a t b o t h w e l l s w i l l 

e n c o u n t e r -- t h e y ' r e i n t h e o i l p r o n e l o c a t i o n . 

B o t h l o c a t i o n s a r e i n t h e o i l p r o n e i n t e r v a l , b u t 

h a v i n g a l r e a d y l o o k e d a t t h e i s o p a c h s i n t h e s e 

zones, i t a p p e a r s t o me t h a t we w o u l d a l o t more --

we w o u l d have more n e t pay i n t h e n o r t h w e s t q u a r t e r 

o f S e c t i o n 25 t h a n i n t h e s o u t h w e s t q u a r t e r . 

Q. Mr. Beck has p l a c e d g r e a t emphasis on t h e 

d r i l l stem t e s t i n t h e Coquina w e l l ? 

A. Yes. 

Q. From w h i c h he has c o n c l u d e d t h a t t h a t i s a 

r e f e r e n c e p o i n t f o r e s t a b l i s h i n g c o n t r o l f o r b i g 

w a t e r , and t h a t you c a n n o t e x p e c t t o have p r o d u c t i o n 

i n t h e d o l o m i t e t h a t i s down s t r u c t u r e f r o m t h e 

p o s i t i o n o f t h a t w e l l . Have you examined t h a t 

t o p i c ? 

A. Yes. 

Q. Can you i l l u s t r a t e f o r us on E x h i b i t 15 t h e 

c o n c l u s i o n s you r e a c h a b o u t t h e d a t a d e r i v e d f r o m 

t h e d r i l l stem t e s t on t h e Coquina w e l l ? 

A. W e l l , t h e d r i l l stem t e s t t e s t e d --

Q. We're g o i n g t o have some t r o u b l e h e r e , 

George. You're g o i n g t o have t o f i g u r e o u t how t o 
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s t a n d so t h a t you d o n ' t b l o c k e v e r y b o d y . A l l 

r i g h t . T r y a g a i n . 

A. Okay . The d r i l l stem t e s t t e s t e d a c r o s s 

t h e upper p a r t o f t h i s d o l o m i t e . I t was an hou r and 

15 m i n u t e t e s t . I t had 2887 i n i t i a l and f i n a l s h u t 

i n . I t r e c o v e r e d 1457 f e e t o f s u l p h u r w a t e r t h a t 

w o u l d amount t o be, I b e l i e v e , a b o u t 21 b a r r e l s o f 

o i l . I t was a v e r y s h o r t t e s t . 

Q. Have you gone back and c a l c u l a t e d w a t e r 

s a t u r a t i o n s f r o m t h a t w e l l ? 

A. Yes, I have. 

Q. Give us a g e n e r a l range o f t h e v a l u e s t h a t 

you've c a l c u l a t e d f o r t h e w a t e r s a t u r a t i o n i n t h a t 

w e l l ? 

A. W e l l , I ' v e compared i t w i t h t h e w e l l up d i p 

h e r e , t h e P r i c k l y Pear. 

Q. T h a t ' s t h e one t h a t Yates j u s t c o m p l e t e d i n 

t h e s o u t h e a s t o f t h e s o u t h e a s t o f S e c t i o n 23? 

A. T h a t ' s c o r r e c t . 

Q. And have you done a s i m i l a r a n a l y s i s o f 

t h a t w e l l and made w a t e r s a t u r a t i o n c a l c u l a t i o n s 

based upon t h o s e l o g s ? 

A. Yes, I have. 

Q. Make t h e c o m p a r i s o n . 

A. Okay. The f i r s t b i g q u e s t i o n i s , as 
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m e n t i o n e d e a r l i e r and I a g r e e , i t ' s f a i r l y f r e s h 

w a t e r , b u t i n e a r l i e r t e s t i m o n y on p r e v i o u s 

h e a r i n g s , d a t a was f u r n i s h e d t h a t i n d i c a t e d i t 

r a n g e d f r o m a b o u t a .48 t o a .26 among t h e w e l l s 

t h a t were p r e s e n t e d i n t h a t f o r m a t i o n t e m p e r a t u r e . 

I n t r y i n g t o use t h o s e I f o u n d t h a t where 

i t l o o k e d l i k e i t was t h e w e t t e s t , w h i c h can be 

assumed t o be m o s t l y , o r a l m o s t l i k e l y t o t h e w a t e r 

zone among t h e ones t r i e d , a b o u t a .3 seems t o be 

t h e p r o p e r RW t o use a t f o r m a t i o n t e m p e r a t u r e , so 

t h a t ' s what I used i n t h i s a r e a . 

And now t o show you i n t h e P r i c k l y Pear t o 

b e g i n w i t h , up i n t h i s a r e a , I have a w a t e r 

s a t u r a t i o n o f 23 p e r c e n t , 4 1 , 59, 44, 68 p e r c e n t , 

30, 20, 20, 19, 19, 42. There's a 17, a l s o a 74 

p e r c e n t w a t e r , 78, 4 1 , and 39, and t h i s one h e r e 73 

p e r c e n t . 

Now, t h i s i s a modern l o g . I made t h e 

c o r r e c t i o n s t o g e t maximum r e c i s t i v i t y . T h i s one 

i s -- i t wasn't as c o m p l e t e a l o g . We had a d u a l 

l a t e r a l l o g , and t h i s i s i n t h a t d e n s i t y . And I 

have w a t e r s a t u r a t i o n s c a l c u l a t e d h e r e 31 p e r c e n t , 

28, 35 23, 42, 38, and 34 p e r c e n t , and t h e y g e t 

h i g h e r h e r e , 59 p e r c e n t and 58. 

Q. Was does t h a t t e l l you? 
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A. W e l l , i t t e l l s me t h a t as f a r as you can 

use l o g a n a l y s i s , t h a t t h i s i s a c o m p a r a b l e w e l l i n 

t e r m s o f w a t e r s a t u r a t i o n . I t ' s a l i t t l e h i g h e r b u t 

n o t much, and we've a l r e a d y a g r e e d , I b e l i e v e , t h a t 

t h i s i s a common r e s e r v o i r . W e l l , n o t v e r y much i n 

t h e r e t h a t s a l i n i t y t h r o u g h o u t t h e r e s e r v o i r w i t h i n 

t h i s a r e a , a t l e a s t t h a t we're l o o k i n g , and so I 

w o u l d r e l y t o some e x t e n t on t h i s and c e r t a i n l y 

w o u l d n ' t condemn i t on t h e b a s i s o f t h a t one ho u r 

and f i f t e e n m i n u t e d r i l l stem t e s t . 

Q. Are t h e r e examples i n t h i s p o o l where a 

d r i l l stem t e s t w i l l show n o t h i n g b u t w a t e r o r a 

s m a l l o r s l i g h t show o f o i l and gas and s u b s e q u e n t l y 

r e s u l t i n a w e l l t h a t p r o d u c e s s u b s t a n t i a l o i l ? 

A. I d o n ' t have t h e volume o f t h e o i l t h a t 

i t ' s p r o d u c i n g , b u t one o f t h e w e l l s t h a t ' s r e f e r r e d 

t o h e r e , t h e H i l l View AHE Fed Com 1 p e r f e d down t o 

4207 f e e t , and I ' v e j u s t p l o t t e d t h i s number t h r e e . 

I t w o u l d be t h e l o w e s t p e r f s where i t w o u l d 

show h e r e . I t was d r i l l stem t e s t e d and r e c o v e r e d 

s i m i l a r amounts o f w a t e r . There were no d e t a i l s 

g i v e n on t h e P I r e p o r t as t o what p r e s s u r e s w e r e , 

b u t i t was l a t e r p e r f e d i n t h a t same i n t e r v a l . 

A n o t h e r w e l l , t h e Cezina AGZ Com 3, i s a 

p r o d u c i n g w e l l i n d i c a t i n g t h e d a t a i s p r o d u c i n g and 
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i t ' s been p e r f e d down t o below minus 4256, w h i c h i s 

t h i s l i n e , and t o me, even t h o u g h I ' v e shown t h e s e 

h o r i z o n t a l s h e r e , t h i s r e p r e s e n t s what's e a r l i e r 

been s a i d t h a t we do have p r o b a b l y a l o w e r o i l / w a t e r 

c o n t a c t on t h e e a s t s i d e t h a n we do on t h e w e s t 

s i d e . 

Then t h e r e ' s a l o g a n a l y s i s and AHE Fed 

Com 1 minus 43336 near t h e base o f t h e c a r b o n a t e , 

and i t i s t r e a t e d t h e same way as t h e s e o t h e r s . I t 

had a w a t e r s a t u r a t i o n o f 30 p e r c e n t c a l c u l a t e d . 

Q. When you p u t t h i s a l l t o g e t h e r as an 

e x p l o r a t i o n g e o l o g i s t , Mr. Reddy, and i f you were t o 

i n v e s t y o u r money i n one o f t h e s e w e l l s , where w o u l d 

you p u t y o u r money? 

A. I w o u l d p u t i t i n t h e n o r t h w e s t q u a r t e r . 

Q. Would you p u t i t i n t h e s o u t h w e s t q u a r t e r ? 

A. No, no. 

Q. Summarize f o r us t h e e l e m e n t s t h e n t h a t 

have caused you t o r e a c h t h e c o n c l u s i o n a b o u t t h e 

n o r t h w e s t q u a r t e r ? 

A. Okay. Going back t o t h e t i l t e d o i l / w a t e r 

c o n t a c t , i t ' s g o t -- d e f i n i t e l y g o t a west t o e a s t 

t i l t on i t , b u t I do q u e s t i o n t h a t any o f us can p i n 

t h a t down w i t h a d a t a t h a t ' s been r e l i e d upon t o 

d e s c r i b e i t a t t h i s p o i n t . So I w o u l d s t a y w i t h t h e 
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west t o e a s t t i l t on t h e w a t e r t a b l e t h r o u g h most o f 

t h i s . 

And t h e n f o r t h a t r e a s o n I w i l l r u l e o u t 

Upper Zone A as b i g o i l p r o d u c t i v e i n t h i s s o u t h w e s t 

l o c a t i o n . I t h i n k y o u ' l l have some B b u t i t w o u l d 

be v e r y t h i n i n t e r m s o f p o r o s i t y , and you won't 

have as much n e t f e e t o f pay i n t h e Z Zone, so I 

t h i n k you can g e t a t h i c k e r pay zone i n t h e 

n o r t h w e s t q u a r t e r o f S e c t i o n 25 t h a n you can i n t h e 

s o u t h w e s t i n t e r m s o f o i l p r o d u c t i o n . 

Q. I s t h e r e a s u f f i c i e n t d i f f e r e n c e i n 

s t r u c t u r a l p o s i t i o n t o make t h a t d i f f e r e n c e c r i t i c a l 

i n p i c k i n g t h e l o c a t i o n ? 

A. When l o o k e d a t on t o p o f t h e d o l o m i t e 

t h e r e ' s q u i t e a b i t o f d i f f e r e n c e , b u t when you l o o k 

a t i t on t o p o f t h e d o l o m i t e 1 , y o u ' r e c l i m b i n g up 

t h r o u g h t h e s e s t r a t i g r a p h i c h o r i z o n s i n t h e gas cap 

or i n t o t h e a s s o c i a t e d gas p r o n e p o r t i o n o f t h e 

s e c t i o n . When you l o o k a t i t on t h e sub u n i t 

s t r u c t u r e t h e r e ' n o t a s u b s t a n t i a l -- t h e r e i s a 

l i t t l e b i t h i g h e r -- i t ' s a l i t t l e h i g h e r a t t h e 

s o u t h w e s t l o c a t i o n by a b o u t 20 f e e t . 

Q. I s t h a t enough o f a d i f f e r e n c e i n t h e 

s t r u c t u r a l p o i n t sub s t r u c t u r e r e s e r v o i r t h a t you 

w o u l d want t o choose a p o i n t t h a t was 20 f e e t h i g h e r 
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b u t n o t as t h i c k ? 

A. I f we were j u s t t a l k i n g a b o u t o i l t h a t 

w o u l d be -- t h a t w o u l d be i n d e e d , b u t because we're 

g e t t i n g up i n t o a more gas p r o n e a r e a w i t h two o f 

t h e t h r e e zones -- w e l l , p erhaps t h r e e o f them 

a l t h o u g h I w o u l d say t h a t C i s n o t as a p t t o be --

i t ' s k i n d o f a t r a d e o f f s t r u c t u r e a g a i n s t s t a y i n g 

i n t h e o i l column. 

Q. I n a p p l y i n g t h a t c r i t e r i a , a r e t h e 

o b j e c t i v e s t o s t a y i n t h e o i l column t h e b e s t 

l o c a t i o n t h e n i n a l l o f 25 i s 660 o u t o f t h e n o r t h 

and west o f t h e s e c t i o n ? 

A. Yes. 

Q. And any o t h e r 4 0 - a c r e t r a c t i s l e s s 

f a v o r a b l e t h a n t h a t l o c a t i o n ? 

A. Yes. 

Q. How do you d e a l w i t h t h e o r i e n t a t i o n o f t h e 

s p a c i n g ? You have two c h o i c e s . You've g o t a west 

h a l f , e a s t h a l f , o r you can l a y them down have n o r t h 

h a l f , s o u t h h a l f . What's y o u r c h o i c e ? 

A. Lay them down n o r t h h a l f s o u t h h a l f . 

Q. And why w o u l d you make t h a t c h o i c e o v e r 

s t a n d i n g up a west h a l f u n i t ? 

A. I b e l i e v e t h e r e s e r v e s t h a t a r e i n 

S e c t i o n 25 can b e s t be p r o d u c e d most e f f i c i e n t l y i n 
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t h a t a r r a n g e m e n t . 

Q. I f you s t o o d t h e s p a c i n g u n i t s up, a r e 

t h e r e o i l r e s e r v e s i n t h e e a s t h a l f o f t h e u n i t t h a t 

w o u l d be c o n t r i b u t i n g t o p r o d u c t i o n i n t h e west 

h a l f ? You've shown on some o f y o u r d i s p l a y s some 

p o t e n t i a l i n v a r i o u s zones i n t h e e a s t h a l f , have 

you n o t ? 

A. Yes. Yes, t h e r e w o u l d be some c o n t r i b u t i o n 

f r o m t h e e a s t h a l f . I f you d r i l l e d i n t h e s o u t h w e s t 

q u a r t e r t h e r e i s t h e r i s k , t h o u g h , t h a t you w o u l d 

n o t be a b l e t o p r o d u c e t h e o i l i n t h i s U n i t C, 

p a r t i c u l a r l y i f i t ' s c l a s s i f i e d as an a s s o c i a t e d gas 

w e l l . And you've r e a l l y r u l e d o u t more d r i l l i n g , I 

b e l i e v e , i n t h a t a r r a n g e m e n t . 

Q. I'm g o i n g t o r e s e r v e t h e q u e s t i o n o f t h e 

p e n a l t y t o Mr. McKay t o a d d r e s s because he has t o 

make t h a t j u d g m e n t a b o u t t h e p e n a l t y f a c t o r , b u t i n 

a s s e s s i n g g e o l o g i c r i s k , you've d e s c r i b e d 

p r e f e r e n c e . Have you r e d u c e d t h a t t o t r y i n g t o 

q u a n t i f y i t i n t e r m s o f a p e r c e n t a g e , and i f n o t , 

f i n e , and i f so, what i s i t ? 

A. I c a n ' t p u t i t i n te r m s o f a p e r c e n t a g e , 

b u t f o r U n i t C I w o u l d say t h a t t h e chances -- I 

mean, I c a n n o t do i t f o r a l l u n i t s -- b u t i n U n i t C 

t h e chances i n t h e s o u t h o f t h e n o r t h w e s t q u a r t e r 
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a r e v e r y h i g h . Something on t h e o r d e r o f 90 t o a 

100 i n t h e s o u t h w e s t q u a r t e r i n t h a t same u n i t . I 

g i v e i t more chance t h a n any o f t h e o t h e r two f o r 

g e t t i n g o i l . I g i v e i t 70 t o 88 t o make i t 

c o m m e r c i a l . 

Q. I f t h e u n i t i s l a i d down, t h e n b o t h 

c o m p e t i n g o p e r a t o r s , o r w o r k i n g i n t e r e s t owners 

c o m p e t i n g f o r o p e r a t i o n , w o u l d have t h e o p p o r t u n i t y 

t o d r i l l t h e i r l o c a t i o n o f p r e f e r e n c e , w o u l d t h e y 

n o t ? 

A. Excuse me, Mr. K e l l a h i n , I t h i n k I 

m i s s t a t e d t h a t l a s t -- can I make a c o r r e c t i o n ? 

Q. W e l l , we were t a l k i n g a b o u t t r y i n g t o p u t a 

p e r c e n t a g e i f you wanted t o on t h e r i s k o f e i t h e r a 

d r y h o l e o r a c o m m e r c i a l w e l l . However, you want t o 

d e f i n e i t as we l o o k a t t h e v a r i o u s zones between 

t h e two l o c a t i o n s . 

A. W e l l , when I s a i d c o m m e r c i a l I w o u l d g i v e 

i t 70 t o 80 p e r c e n t t h a t , yes i n d e e d , t h e y ' l l make 

some o i l , b u t t h e y ' l l make a l o t o f gas i n t h a t 

l o c a t i o n i f t h e y c o m p l e t e as t h e y have t o i n t h e 

n o r t h where t h e y ' r e c o m p l e t i n g t h r o u g h o u t down t o 

w h e r e v e r t h e y c o n s i d e r t h e base o f t h e t o p o f b i g 

w a t e r , and i f t h e y do t h a t t h e y ' r e g o i n g t o have a 

v e r y h i g h r a t i o w e l l i n my o p i n i o n , so my s t a t e m e n t 
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o f p u t t i n g t h a t p e r c e n t a g e on i t as b e i n g c o m m e r c i a l 

i n t e r m s o f o i l , i t was n o t r i g h t . 

Q. I f t h e s p a c i n g u n i t s a r e l a i d down, t h a t 

w o u l d g i v e each w o r k i n g i n t e r e s t owner t h a t i s 

c o m p e t i n g f o r a w e l l l o c a t i o n t h e o p p o r t u n i t y t o 

d r i l l t h e i r l o c a t i o n o f f i r s t p r e f e r e n c e , w o u l d n ' t 

i t ? 

A. Yes . 

Q. And i f we s t a n d i t up on t h e west h a l f , t h e 

e x a m i n e r has t o choose one o r t h e o t h e r , d o e s n ' t he? 

A. Yes. 

MR. KELLAHIN: T h a t c o n c l u d e s my e x a m i n a t i o n 

o f Mr. Reddy. We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t s 1 t h r o u g h 15. 

EXAMINER CATANACH: E x h i b i t s 1 t h r o u g h 15 w i l l 

be a d m i t t e d as e v i d e n c e . 

(McKay O i l C o r p o r a t i o n E x h i b i t s 1 

t h r o u g h 15 were a d m i t t e d i n e v i d e n c e . ) 

CROSS-EXAMINATION 

BY MR. CARR:. 

Q. Mr. Reddy, when were you r e t a i n e d t o 

c o n d u c t y o u r s t u d y o f t h e South Dagger Draw Upper 

Penn f i e l d ? 

A. I was f i r s t a p p r o a c h e d -- I d i d n o t know 

Mr. McKay had a l e a s e down t h e r e , b u t he f i r s t 
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a p p r o a c h e d me i n September o f l a s t y e a r , and he 

r e t a i n e d me i n May o f t h i s y e a r , e a r l y May. 

Q. I b e l i e v e you s t a t e d t h a t you had 

p r e v i o u s l y worked on t h i s f i e l d ? 

A. Yes. 

Q. And when was t h a t ? 

A. 19 7 7. 

Q. Have you worked on i t s i n c e 1977 u n t i l 

Mr. McKay c o n t a c t e d you? 

A. No, b u t i t was n i c e r e v i s i t i n g i t because 

i t seemed t o f i t t h e o l d p i c t u r e v e r y w e l l . 

Q. P a r t o f y o u r r e v i e w , i f I u n d e r s t o o d 

Mr. K e l l a h i n ' s q u e s t i o n i n g , was r e v i e w i n g c e r t a i n 

t r a n s c r i p t s and e x h i b i t s t h a t r e l a t e d t o t h e a c t u a l 

p r o m u l g a t i o n o f t h e p o o l r u l e s f o r t h i s p o o l ; i s 

t h a t r i g h t ? 

A. Yes. 

Q. Wasn't t h e r e t e s t i m o n y i n t h o s e t r a n s c r i p t s 

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

w a sn't based on t h e number o f a c r e s t h a t t h e w e l l 

w o u l d be e x p e c t e d t o d r a i n i n t h e r e s e r v o i r , o r do 

you r e c a l 1 ? 

A. I r e v i e w e d t h e g e o l o g i c a l p o r t i o n s o f i t 

and I do n o t r e c a l l t h a t p a r t . 

Q. I f we l o o k a t y o u r e x h i b i t s and we go --
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l e t ' s go t o E x h i b i t Number 3 -- and we l o o k a t t h e 

Ma r a t h o n w e l l i n t h e c e n t e r o f t h a t c r o s s - s e c t i o n 

t h a t ' s on t h e zone B B'? 

A. Okay. 

Q. Do t h e b l a c k l i n e s on t h e r i g h t - h a n d s i d e 

o f t h e w e l l b o r e i n d i c a t e zones t h a t were t e s t e d ? 

A. Yes. 

Q. And so, a p p a r e n t l y t h e y t e s t e d low i n t h e 

w e l l ? 

A. R i g h t . 

Q. Do you know i f t h a t t e s t e d wet o r n o t a t 

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

A. No. As I m e n t i o n e d , I d o n ' t know. I 

c o u l d n ' t -- I c o u l d n o t t e l l f r o m t h e --

Q. But do you know w h i c h o f t h e s e i n t e r v a l s 

t h e y a c t u a l l y c o m p l e t e d i n ? 

A. Yes. I t ' s t h a t uppermost v e r t i c a l b a r . 

Q. And so t h e y were c o m p l e t i n g j u s t i n t h e t o p 

o f t h e d o l o m i t e as i t appeared i n t h i s w e l l ? 

A. T h a t ' s r i g h t . 

Q. And i s n ' t i t t y p i c a l t h r o u g h o u t t h i s f i e l d 

t h a t you g e t gas i n t h e t o p o f t h e d o l o m i t e ? 

A. Yes. 

Q. Okay. Now, i f we go t o y o u r n e x t 

e x h i b i t --
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A. Not t h r o u g h o u t t h e f i e l d . 

Q. But g e n e r a l l y when y o u ' r e p e r f o r a t i n g a 

zone i n t h e d o l o m i t e , i f you g e t r i g h t a t t h e t o p o f 

i t , i s n ' t t h a t where you w o u l d e x p e c t t o g e t y o u r 

gas ? 

A. You w o u l d f i n d t h e g a s i e s t p o r t i o n --

g a s i e s t -- i f t h a t ' s a good word -- p o r t i o n o f i t i n 

t h a t u p permost p e r f , y e s , b u t I d o n ' t want t o go 

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

Q. Do you want t o go t o E x h i b i t 4 w i t h me? 

A. Yeah. 

Q. By l o o k i n g a t E x h i b i t Number 4? 

A. Okay. 

Q. And on t h i s -- t h i s i s t h e c r o s s - s e c t i o n on 

w h i c h you've p l a c e d t h e p r o p o s e d McKay l o c a t i o n ? 

A. R i g h t . 

Q. And a t t h a t l o c a t i o n you have -- j u s t as we 

move f r o m e a s t t o w e s t , moving f r o m t h e Coquina 

w e l l -- you a l l o f a sudden see a t h i c k e n i n g i n t h e 

d o l o m i t e ; i s t h a t what t h a t shows? 

A. Yes. 

Q. Now, t h i s i n t e r p r e t a t i o n i s c o n s t r u c t e d 

j u s t on w e l l c o n t r o l ; i s i t n o t ? 

A. T h a t ' s t r u e . 

Q. And i s n ' t i t p o s s i b l e t h a t based on w e l l 
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c o n t r o l t h a t t h a t b u i l d up m i g h t be somewhat f a r t h e r 

t o t h e w e s t , n o t r i g h t t h e r e ? 

A. I t i s n o t p o s s i b l e t h a t t h a t w e l l -- w e l l , 

i t ' s p o s s i b l e , b u t i t ' s n o t l i k e l y because o f y o u r 

new w e l l , w h i c h i s n o t on t h i s l i n e o f t h e s e c t i o n , 

b u t i t has s h i f t e d t h e c r e s t o f t h a t d o l o m i t e t o p . 

Q. And when you t a l k a b o u t t h e "new w e l l , " 

y o u ' r e t a l k i n g a b o u t t h e P r i c k l y Pear? 

A. Yeah, P r i c k l y Pear. 

Q. Now, was t h i s e x h i b i t p r e p a r e d p r i o r t o t h e 

t i m e you had any i n f o r m a t i o n on t h e P r i c k l y Pear? 

A. Yes. 

Q. And w h e r e a b o u t s on t h i s p l a t w o u l d t h e 

P r i c k l y Pear a c t u a l l y be l o c a t e d ? 

A. W e l l . 

Q. Would i t be as f a r -- we d o n ' t have t o g e t 

e x a c t t o i t -- b u t as f a r t o t h e west as, say, t h e 

d i f f e r e n c e between t h e Coquina and p r o p o s e d 

l o c a t i o n , o r w o u l d i t be c l o s e r t o t h a t ? 

A. W e l l , i n te r m s o f where I show t h e c r e s t 

h e r e , i t w o u l d be l o c a t e d j u s t west o f f t h e c r e s t . 

Q. Do you agr e e w i t h Mr. Beck t h a t moving j u s t 

40 w e l l l o c a t i o n s you may see a v e r y p r o n o u n c e d 

change i n t h e d o l o m i t e t h a t you e n c o u n t e r i n t h i s 

r e s e r v o i r ? 
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A. I w o u l d a g r e e w i t h t h a t . 

Q. And i s n ' t i t p o s s i b l e t h e new P r i c k l y Pear 

l o c a t i o n i s a 40 l o c a t i o n , o r a t l e a s t w e s t o f t h e 

p r o p o s e d McKay l o c a t i o n ; i s n ' t t h a t r i g h t ? 

A. Yes. 

Q. And i t i s p o s s i b l e t h a t you c o u l d see t h i s 

change i n t h e d o l o m i t e somewhere t o t h e west o f t h e 

McKay w e l l ; i s n ' t t h a t c o r r e c t , t h e i r p r o p o s e d w e l l ? 

A. V e r y u n l i k e l y . You're g o i n g t o see most o f 

what you saw i n t h e P r i c k l y Pear. 

Q. But you w o u l d a g r e e t h a t i f we go t o t h e 

n o r t h , say up t o t h e -- I d o n ' t have t h e names o f 

t h e w e l l s . You go n o r t h t o t h e w e l l s , t h e w e l l s 

b e tween, say, s e c t i o n -- t h e e a s t e r n m o s t w e l l s i n 

S e c t i o n 11 and t h e w e s t e r n m o s t w e l l s i n 12, t h e r e 

was a s h a r p d i f f e r e n c e i n t h e f o r m a t i o n between 

t h o s e . A l l r i g h t . W i t h o u t t h e names on t h e s e I'm 

s c r a m b l i n g , b u t t h e r e ' s a w e l l i n t h e s o u t h e a s t 

s o u t h e a s t o f 14? 

A . Yes . 

Q. And i f you move t o t h e 4 0 - a c r e o f f s e t t i n g 

l o c a t i o n t o t h e e a s t o f t h e r e b e i n g i n t h e s o u t h w e s t 

o f t h e s o u t h w e s t o f t h e 13, t h e r e was a d r a m a t i c 

change i n t h e d o l o m i t e ; was t h e r e n o t ? 

A. W e l l , l e t ' s see. L e t ' s l o o k a t t h e t o p o f 
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t h a t d o l o m i t e s t r u c t u r e . 

MR. KELLAHIN: Give us an e x h i b i t number, 

Mr. Reddy. 

A. I'm s o r r y . I t ' s E x h i b i t Number 7. No, i t 

i s n ' t . T h a t i s t h e i s o p a c h . 

Q. (By Mr. C a r r ) We're t a l k i n g a b o u t t h e H i l l 

View Number 7 w e l l . 

A. I n t h e s o u t h e a s t o f 14, s o u t h e a s t 

s o u t h e a s t . 

Q. Yes. As compared t o t h e w e l l i m m e d i a t e l y 

o f f s e t t i n g i t t o t h e west b e i n g t h e H i l l View 

Number 8? 

A. W e l l , you have me t h e r e . I d o n ' t have t h a t 

w e l l . T h a t ' s s t i l l t i g h t I guess. 

Q. Was Mr. -- But you d i d s t a t e you d i d n ' t 

d i s a g r e e w i t h Mr. Beck t h a t you c o u l d f i n d d r a m a t i c 

changes i n t h e amount o f d o l o m i t e a v a i l a b l e between 

w e l l s on o f f s e t t i n g 4 0 - a c r e l o c a t i o n s . 

A. Now we're t a l k i n g a b o u t t h e t h i c k n e s s o f 

d o l o m i t e ; i s t h a t r i g h t ? 

Q. Yes. 

A. Yes. Yes. W e l l , e s p e c i a l l y on t h i s w e s t 

s i d e , w h i c h I b e l i e v e you used as an example where 

you go -- I show 292 f e e t t o z e r o . I'm on E x h i b i t 7 

now, and I t h i n k t h a t ' s t h e same one he showed. 
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Q. Do you agre e t h a t a l s o -- t h a t d r a m a t i c 

change o c c u r s on t h e e a s t s i d e o f t h e r e s e r v o i r ? 

A. I t p r o b a b l y does i n p l a c e s , a l t h o u g h I 

d o n ' t see an example o f t h a t s h a r p a change i n t h e 

d a t a I have a v a i l a b l e t o me. 

Q. And y e t , even i f t h a t d i d o c c u r , you d o n ' t 

b e l i e v e i t w o u l d o c c u r between y o u r p r o p o s e d 

l o c a t i o n and t h e o f f s e t t i n g P r i c k l y Pear? 

A. I d o n ' t b e l i e v e i t w o u l d . I d o n ' t b e l i e v e 

i t ' s l i k e l y t o o c c u r t h a t q u i c k l y because you were 

coming up on t h i s f e a t u r e between t h e s e two --

between t h e -- we're back on -- no, we're n o t . I'm 

sho w i n g on t h e wrong map. We're back on E x h i b i t 8. 

You're coming up s t r u c t u r e t o t h i s one. I ' v e shown 

i t t u r n i n g o f f p r e t t y c l o s e , b u t i t d o e s n ' t --

we've g o t t h e d o l o m i t e h e r e . We've g o t a p o i n t 

t h e r e . We're g o i n g t o be between them i n t h i s C 

Zone. 

Q. And i s t h e r e any c o n t r o l o t h e r t h a n t h e 

Coquina w e l l and t h e P r i c k l y Pear t h a t you c o u l d 

l o o k t o i d e n t i f y where t h i s a b r u p t change may o c c u r ? 

A. No, I d o n ' t have s e i s m i c . 

Q. Okay. I f we go t o y o u r E x h i b i t Number 7? 

T h i s i s y o u r g r o s s i s o p a c h map. We l o o k a t y o u r --

t h e p r o p o s e d l o c a t i o n . You've a l s o i n d i c a t e d , i f I 
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can r e a d t h e numbers h e r e , t h a t we're w h a t , 192 f e e t 

i n t h e Coquina w e l l t h a t i m m e d i a t e l y o f f s e t s t h e 

p r o p o s e d l o c a t i o n t o t h e e a s t ; i s t h a t what t h a t 

says? 

A. I'm h a v i n g t r o u b l e r e a d i n g t h o s e t o o . 

L e t ' s see. T h a t ' s r i g h t . T h a t w o u l d be 192 f e e t . 

Q. And t h e y were u n a b l e t o make a w e l l . They 

d i d n o t make a w e l l ; i s t h a t c o r r e c t , i n t h e 

Coqu i na ? 

A. O t h e r t h a n t h e t e s t , t h e y d i d n ' t a t t e m p t a 

w e l l i n t h i s zone. 

Q. And t h e n you have r u n y o u r own c a l c u l a t i o n s 

on t h e w e l l , and i f I u n d e r s t o o d t h o s e , i t was t h a t 

p e r h a p s i t m i g h t be co m p a r a b l e two w e l l s f u r t h e r t o 

t h e e a s t , and i f so, i t m i g h t be a b l e t o be 

p r o d u c e d ? 

A. I f I s a i d f u r t h e r t o t h e e a s t I m i s s p o k e . 

Q. I'm s o r r y . I m i s s p o k e . I mean f u r t h e r t o 

t h e w e s t . 

A. Yes. 

Q. And t h a t i t m i g h t be c o m m e r c i a l based on 

t h e c a l c u l a t i o n s and a n a l y s i s t h a t you p e r f o r m e d ? 

A. To t h e e x t e n t -- and I acknowledge t h a t 

you've g o t t o r e l y on o t h e r t h i n g s , b u t t o t h e 

e x t e n t t h a t you can compare l o g a n a l y s e s i n t h i s 
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a r e a , y e s . 

Q. Does McKay have any p l a n s i f h i s 

a p p l i c a t i o n s h o u l d be g r a n t e d t o r e e n t e r and t r y t o 

r e c o m p l e t e t h a t Coquina w e l l based on l o g a n a l y s i s ? 

A. We've d i s c u s s e d i t . 

Q. Would you recommend t h a t on t h e l o g 

a n a l y s i s a l o n e ? 

A. I w o u l d recommend d r i l l i n g r a t h e r t h a n 

r e e n t e r i n g i n t h i s l e g based on what we f i n d i n t h e 

l o g a n a l y s i s . T h i s l o c a t i o n meaning t h e n o r t h w e s t 

n o r t h w e s t . 

Q. The p r o p o s e d l o c a t i o n ? 

A. Yes. 

Q. As opposed t o r e l y i n g on t h e l o g a n a l y s i s 

f o r r e e n t r y ? 

A. Yes, s u r e . 

Q. Now, i f we l o o k a t t h e i n f o r m a t i o n you have 

on E x h i b i t Number 7 i n 25, we l o o k a t a w e l l i n t h e 

s o u t h e a s t o f t h e n o r t h e a s t o f 25. T h a t ' s shows no 

d o l o m i t e ; i s n ' t t h a t c o r r e c t ? 

A. T h a t ' s r i g h t . 

Q. Now, i f we t a k e a l o o k a t y o u r l a s t t h r e e 

e x h i b i t s where you have i n d i c a t e d t h e gas and t h e 

o i l p r o d u c i n g zones? 

A. Yes. I know t h e ones y o u ' r e r e f e r r i n g t o . 
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Q. L e t ' s go t o E x i b i t Number 14. T h i s i s t h e 

l a s t one? 

A. Okay. 

Q. You d i s a g r e e w i t h t h a t l o w e r p o r t i o n o f 

t h i s r e s e r v o i r o f f i n t h e d o l o m i t e i s wet and t h e r e 

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

c a n n o t c o n t r i b u t e p r o d u c t i o n t o a w e l l ? 

A. I'm s o r r y . Would you ask t h a t a g a i n ? 

Q. Do you agr e e w i t h me t h a t l o w e r p o r t i o n o f 

d o l o m i t e i n t h i s p o o l i s o f t e n wet? 

A. I agr e e w i t h t h a t . 

Q. And t h a t when i t ' s wet i t w o u l d n ' t 

c o n t r i b u t e p r o d u c t i o n ? 

A. When i t ' s 100 p e r c e n t w a t e r s a t u r a t e d i t 

w o u l d n o t c o n t r i b u t e p r o d u c t i o n . 

Q. And t h a t we f i n d t h e w a t e r p r i m a r i l y i n t h e 

l o w e r zones? 

A. Yes. 

Q. And so i n t h e C Zone, t h a t ' s a l m o s t l i k e l y 

t o be wet? 

A. You r e a l l y c a n ' t say t h a t . I t depends on 

where you a r e s t r u c t u r a l l y . 

Q. What a b o u t -- l e t ' s l o o k a t 25 on 

E x h i b i t 14. 

A. But you've p e r f e d i n t h e C Zone i n many 
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w e l l s o u t h e r e . 

Q. My q u e s t i o n i s , i n S e c t i o n 25 as you've 

d e p i c t e d on E x h i b i t 14, t h a t ' s t h e l o w e r m o s t zone; 

i s i t n o t ? 

A. Yes, i t i s . 

Q. And t h a t w o u l d be t h e zone t h a t w o u l d most 

l i k e l y be wet i f we e n c o u n t e r e d w a t e r i n t h i s a r ea? 

A. No, I c a n ' t say t h a t . 

Q. You w o u l d say t h a t i t i s j u s t as l i k e l y 

t h a t t h e B zone w o u l d be wet? 

A. I n S e c t i o n 25? 

Q. Yes. 

A. L e t me l o o k a t t h e B Zone. I t ' s j u s t as 

l i k e l y t h a t t h e B Zone w i l l be gone i n most o f 25, 

b u t where i t ' s p r e s e n t i t w i l l be -- most l i k e l y t o 

be o i l . 

Q. But w o u l d i t be w a t e r s a t u r a t e d ? 

A. No, i t won't be w a t e r s a t u r a t e d . 

Q. You d o n ' t t h i n k -- do you t h i n k C m i g h t be 

w a t e r s a t u r a t e d ? 

A . No . 

Q. And you d o n ' t t h i n k --

A. I d o n ' t t h i n k -- i f you mean by t h a t 100 

p e r c e n t w a t e r s a t u r a t e d , no, I d o n ' t . 

Q. You d o n ' t know t h i s s i d e o f 100 p e r c e n t ? 
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A. W e l l , I ' l l use what I c a l c u l a t e d . I t w o u l d 

be somewhere where I ' v e c o l o r e d i n g r e e n up 

t h e r e I ' d have t o l o o k a t them a g a i n , b u t I b e l i e v e 

t h e y r a n g e f r o m somewhere between 21 and maybe 45 

p e r c e n t . 

Q. When you were d o i n g t h e c a l c u l a t i o n s , d i d 

you i n t e g r a t e -- you i n t e g r a t e d i n t o t h a t 

c a l c u l a t i o n , I guess, on t h e Coquina w e l l , t h e d r i l l 

stem t e s t i n f o r m a t i o n , o r i s t h i s j u s t a s e p a r a t e 

s e t o f d a t a t h a t you used t o e v a l u a t e t h e w e l l ? 

A. I t ' s a s e p a r a t e s e t o f d a t a . I s t u d i e d t h e 

d r i l l stem t e s t d a t a , and i n s t u d y i n g t h a t w i t h 

o t h e r t e s t s t h a t had been made i n t h e f i e l d , 

c o n c l u d e d t h a t i t ' s n o t c o n c l u s i v e . We c a n ' t r u l e 

o u t - -

Q. I s t h e r e any mud l o g i n f o r m a t i o n o r 

a n y t h i n g e l s e you c o u l d use t o e s t a b l i s h t h i s ? 

A. I had none. I l o o k e d f o r mud l o g s i n t h e 

1 i b r a r y . 

Q. Any i n f o r m a t i o n on p e r f o r a t i o n s t h a t m i g h t 

shed i n f o r m a t i o n on t h a t area? 

A. No, i t wasn't p e r f o r a t e d . 

Q. You d o n ' t d i s c o u n t p e r f o r a t i o n as b e i n g 

s o m e t h i n g you w o u l d c o n s i d e r i n d e t e r m i n i n g where 

t h e w a t e r w o u l d be, w o u l d you? 
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A. I f you p e r f o r a t e d and a l l you g e t i s w a t e r , 

t h e n you can say t h a t y o u ' r e i n b i g w a t e r , b u t you 

c a n n o t say t h a t ' s t h e t o p o f b i g w a t e r . And i f you 

go up t h e h o l e a few f e e t o r s e v e r a l h u n d r e d f e e t 

and you p e r f o r a t e a g a i n and g e t some w a t e r , I d o n ' t 

b e l i e v e you can say t h a t -- t h a t y o u ' r e a t t h e t o p 

o f b i g w a t e r . P e r f o r a t i o n s i n t h e m s e l v e s w i l l n o t 

d e f i n e h y d r o d y n a m i c s u r f a c e . 

Q. I f you c o u l d s c i e n t i f i c a l l y p i c k b i g w a t e r , 

t h a t ' s an a s s u m p t i o n , you w o u l d n ' t p e r f o r a t e i n t o 

i t , w o u l d you ? 

A. No, you w o u l d n ' t . 

Q. I t h o u g h t t h a t was an o b v i o u s q u e s t i o n , b u t 

t h e p e r f o r a t i o n and t h e zones t h a t a r e p e r f o r a t e d i s 

a f a c t o r t h a t you w o u l d c o n s i d e r i n t r y i n g t o p i c k 

t h e o i l / w a t e r w a t e r c o n t a c t i n t h e r e s e r v o i r ? 

A. P l e a s e ask t h a t a g a i n . 

Q. You w o u l d c o n s i d e r i n f o r m a t i o n f r o m 

p e r f o r a t i o n s i f you were a t t e m p t i n g t o f i n d t h e 

o i l / w a t e r c o n t a c t i n a r e s e r v o i r ? 

A. Yes, you w o u l d . 

Q. Th a t w o u l d be one o f t h e t o o l s you w o u l d 

l o o k t o . I f we l o o k a t y o u r E x h i b i t Number 12, 

w h i c h i s y o u r map on Zone A, how much o f t h e n o r t h 

h a l f o f S e c t i o n 25 w o u l d you e s t i m a t e t o be c a p a b l e 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

128 

o f c o n t r i b u t i n g p r o d u c t i o n t o t h e w e l l ? 

A. To t h e w e l l i n t h e n o r t h w e s t q u a r t e r ? 

Q. Yes, s i r . 

A. I n Zone A i t ' s maybe 100 a c r e s , o r 120 

a c r e s p e r h a p s . 

Q. And t h a t w o u l d be j u s t gas c o n t r i b u t i o n ? 

A. Yes. 

Q. And i n t h e s o u t h h a l f o f t h a t s e c t i o n we'd 

have a l m o s t 100 p e r c e n t o f i t c o u l d c o n t r i b u t e i n 

t h e s o u t h h a l f t o a s o u t h w e l l , r i g h t ? 

A. Yes, b u t i n a l a y down s i t u a t i o n 100 

p e r c e n t o f t h e 320 a c r e s w o u l d be much c l o s e r t o a 

100 p e r c e n t i n t h a t a r r a n g e m e n t . 

Q. I f we have a s t a n d up west h a l f u n i t , how 

much o f t h e a c r e a g e d e d i c a t e d w o u l d a t l e a s t be a b l e 

o f c o m m e r c i a l o r p r o d u c t i o n ? 300 a c r e s s o m e t h i n g 

l i k e t h a t ? 270? 

A. W e l l , I'm showing a p p r o x i m a t e l y what you 

s t a t e d . I guess as b e i n g gas p r o n e , y e s . Whether 

i t w o u l d c o n t r i b u t e t h a t t o one w e l l , I ' l l l e a v e 

t h a t f o r t h e e n g i n e e r . 

Q. Okay. I n ter m s o f t h e map on t h e B Zone, 

how much o f t h e n o r t h h a l f u n i t w o u l d you e s t i m a t e 

w o u l d be u n d e r l y i n g w i t h p r o d u c t i o n i n S e c t i o n 25? 

A. Perhaps 90 t o 100 a c r e s o f t h e n o r t h h a l f . 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

129 

Q. And what a b o u t i n t h e s o u t h h a l f ? 

A. About t h e same. 

Q. And i n a west h a l f u n i t ? 

A. About 160 I suppose. Something on t h a t 

o r d e r . 

Q. There's n o t h i n g i n t h e B Zone t h a t w o u l d 

c o n t r i b u t e t o a w e l l i n t h e west h a l f ; i s n ' t t h a t 

c o r r e c t ? 

A. I'm s o r r y ? 

Q. There's -- t h i s d o e s n ' t i n d i c a t e t h a t 

t h e r e ' s any p r o d u c t i o n p o t e n t i a l i n t h e B Zone i n 

t h e e a s t h a l f ? 

A. I n t h e e a s t h a l f , t r u e . 

Q. So, i f we l o o k a t t h e s e t h r e e zones and you 

were asked t o d e f i n e t h e ar e a t h a t was p r o d u c t i v e i n 

t h i s r e s e r v o i r , what 320 w o u l d you s e l e c t ? 

A. I'm s o r r y . I'm n o t g e t t i n g y o u r -- i t ' s 

n o t y o u . I d i d n ' t --

Q. I t p r o b a b l y i s me. I f we were t r y i n g t o 

p i c k one 320 t r a c t i n S e c t i o n 25, e i t h e r a n o r t h 

h a l f s o u t h h a l f , e a s t h a l f , o r west h a l f ; i s n ' t i t 

t r u e t h a t t h e west h a l f i s t h e 320 t h a t w o u l d a p p e a r 

t o be most l i k e l y t o c o n f o r m w i t h t h e p r o d u c i n g 

zones i n t h i s r e s e r v o i r s ? 

A. I w o u l d say t h a t t h e 320, as I have i t 
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mapped -- t h e west h a l f o f 320 I'm sh o w i n g 320 a c r e s 

i n t h a t zone. I s t h a t what y o u ' r e g e t t i n g a t ? 

Q. Yes, s i r . 

A. I c a n ' t deny t h a t . 

Q. Okay. 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER CATANACH: I d o n ' t have any 

q u e s t i o n s . 

CHARLES SANDERS, 

The W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN. 

Q. Mr. Sanders, f o r t h e r e c o r d , w i l l you 

p l e a s e s t a t e y o u r name and o c c u p a t i o n ? 

A. I'm C h a r l e s Sanders, e n g i n e e r . 

Q. Mr. Sanders w o u l d you summarize y o u r 

e d u c a t i o n a l b a c k g r o u n d and y o u r employment 

e x p e r i e n c e as a p e t r o l e u m e n g i n e e r ? 

A. I g r a d u a t e d f r o m Texas Tech U n i v e r s i t y i n 

1950 w i t h a BS i n p e t r o l e u m e n g i n e e r i n g g e o p h y s i c s 

o p t i o n . Worked f o r t h r e e y e a r s f o r -- I ' l l c a l l 

t h e s e companies by t h e i r p r e s e n t names so t h a t 

p e o p l e w i l l know who t h e y a r e -- f o r Ork Energy i n 

B r e c k e n r i d g e , Texas, west -- n o r t h c e n t r a l Texas 
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a r e a . A f t e r t h r e e y e a r s t h e r e o f d r i l l i n g and 

c o m p l e t i o n w o r k , I moved t o west Texas and w o r k e d 

f o r what i s now Bass B r o t h e r s E n t e r p r i s e s f o r 16 

y e a r s , and d u r i n g t h i s t i m e we worked a l l o v e r west 

Texas and s o u t h e a s t New M e x i c o . 

I was h i r e d p r i m a r i l y t o go i n t o New 

M e x i c o , b u t some o f o u r acreage d i d n ' t d e v e l o p so 

t h a t d i d n ' t pan o u t , b u t I s t i l l w o rked s o u t h e a s t 

New M e x i c o , and a f t e r 16 y e a r s I moved t o 

A l b u q u e r q u e i n 1969 and worked f o r t h e Puebco 

P e t r o l e u m f o r f o u r y e a r s a t w h i c h t i m e Mr. Boone 

P i c k e n s made Puebco h i s f i r s t c o n q u e s t , and so 

Puebco was no more. 

I worked b r i e f l y f o r Coke O i l Company f o r 

a b o u t s i x months i n t h e Wasatch B a s i n i n Denver 

a r e a ; Wasatch B a s i n o f U t a h , and had an o p p o r t u n i t y 

t o come back t o A l b u q u e r q u e . And I worked f o r 

P e t r o l e u m Development C o r p o r a t i o n f r o m 1973 t o 

1987. I was v i c e p r e s i d e n t i n c h a r g e o f e n g i n e e r i n g 

f o r Puebco and we had v a s t o p e r a t i o n s i n t h e 

s o u t h e a s t New M e x i c o . 

And t h e n i n 1980 I went i n d e p e n d e n t , and 

f o r 9 y e a r s I d i d my own t h i n g , by d r i l l i n g , 

e x p l o r a t i o n , t u r n i n g d e a l s . I n 1989 I was squeezed 

o u t by economics so I became a c o n s u l t a n t , and I now 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

132 

t e a c h . And so I'm v i c e p r e s i d e n t o f W o r l d P e t r o l e u m 

w h i c h i s a d r i l l i n g , c o m p l e t i o n , and w e l l c o n t r o l 

t e c h n o l o g y company, and I t e a c h -- I t e a c h a c o u r s e 

i n w e l l c o m p l e t i o n and work o v e r f o r Merchanson 

d r i l l i n g s c h o o l s , and I a l s o t e a c h w e l l c o n t r o l 

o p e r a t i o n s f o r b o t h c o m p l e t i o n and d r i l l i n g f o r 

Merchanson. 

Q. Mr. Catanach wants t o know why you d i d n ' t 

go t o s c h o o l i n Soccoro? 

A. W e l l , i t h a d n ' t been i n v e n t e d t h e n . 

MR. KELLAHIN: I t e n d e r Mr. Sanders as an 

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

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

MR. CARR: He w o u l d o b j e c t i f he had gone t o 

s c h o o l i n S o c o r r o . 

Q. (By Mr. K e l l a h i n ) Mr. Sande r s , I d o n ' t want 

t o s c a r e e v e r y b o d y , i n c l u d i n g you and me, w i t h t h e 

volume o f i n f o r m a t i o n you've p u t i n y o u r e x h i b i t 

book. I d o n ' t i n t e n d t o c o v e r i t a l l w i t h y o u . I 

w o u l d l i k e t o go i n t o t h e key components o f y o u r 

e f f o r t s t o a n a l y z e t h i s r e s e r v o i r f o r Mr. McKay. 

L e t me ask y o u , s i r , t o f o c u s g e n e r a l l y on 

y o u r comments and o b s e r v a t i o n s as a p e t r o l e u m 

e n g i n e e r i n t e r m s o f what you a s s e s s e d t o be t h e 

l e a s t r i s k y , i f you w i l l , t h e optimum l o c a t i o n i n 
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w h i c h you w o u l d recommend t o a c l i e n t t o p u t t h e i r 

f u n d s t o d r i l l f o r t h e South Dagger Draw p r o d u c t i o n 

i n S e c t i o n 25? 

A. A l l r i g h t . I c e n t e r e d my i n i t i a l s t u d y on 

t h e Number 2 and Number 4 H i l l View u n i t because 

t h e y had l o n g e r p r o d u c t i o n h i s t o r i e s , and because 

t h e y were t h e n o r t h w e s t a d j o i n i n g and o f f s e t t i n g 

a c r e a g e t o t h e p r o p o s e d McKay l o c a t i o n and l o o k e d t o 

me s i m i l a r g e o l o g i c a l l y . 

The c o m p a r i s o n o f t h e a r e a s , I t h i n k , i s 

o b v i o u s i n t e r m s o f p o r o s i t y -- as Mr. Reddy has 

p o i n t e d o u t -- p r o x i m i t y . C e r t a i n l y , i f I am t r y i n g 

t o s e l l a p r o s p e c t I want t o be as near o f f s e t 

p r o d u c t i o n as p o s s i b l e , so n e a r o l o g y i s sometimes 

p r e t t y good when y o u ' r e t a l k i n g a b o u t d r i l l i n g a 

w e l l and s p e n d i n g h a l f a m i l l i o n d o l l a r s o r more. 

I l o o k e d a t t h e g a s / o i l r a t i o s f o r t h o s e 

two w e l l s and u l t i m a t e p r o d u c t i o n , and I c o n c l u d e d 

t h a t t h e H i l l View Number 2 w o u l d make an u l t i m a t e 

o f 375,000 b a r r e l s o f o i l f r o m a n e t p o r o s i t y o f --

n e t f e e t p o r o s i t y o f 56 f e e t , and t h i s i s on 

E x h i b i t 16, t h a t w o u l d g i v e a b a r r e l s o f u l t i m a t e 

p r o d u c t i o n f o r f o o t o f pay o f 6,678 b a r r e l s , and I 

f o u n d t h a t t h e b e g i n n i n g and e n d i n g g a s / o i l r a t i o s 

were i n t h a t o l d w e l l on p r o d u c t i o n f o r n i n e y e a r s , 
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p r e t t y much t h e same, a l i t t l e o v e r 3,000. 

There was some p e r i o d i n t h e i n t e r i m when 

t h e w e l l was on and o f f o p e r a t e d by Conoco, I 

b e l i e v e , i n w h i c h g a s / o i l r a t i o s h o t up 

p e r i o d i c a l l y , b u t by and l a r g e we saw r e a l gas 

b r e a k t h r o u g h and I l i k e t h a t . 

Water p r o d u c t i o n was f a i r l y c o n s t a n t 

s t a r t i n g a t s l i g h t l y under a 1,000 b a r r e l s a day, 

and c u r r e n t l y i t v a r i e s a l o t b u t i t s t i l l i s 

p e r h a p s a v e r a g i n g somewhere a r o u n d 1200 b a r r e l s a 

day o v e r a two o r t h r e e - m o n t h p e r i o d . 

Q. I s n ' t t h i s t h e same a r e a t h a t Y a t e s ' 

e n g i n e e r was d e s c r i b i n g had j u s t i f i e d some i n f i e l d 

d r i l l i n g and some r e e n t r i e s ? 

A. Yes. 

Q. I t was h i s c o n c l u s i o n t h a t you c o u l d , o r he 

d i d n o t see d r a i n a g e between t h e two w e l l s t h i s 

c l o s e t o g e t h e r ? 

A. He m e n t i o n e d d r a i n a g e between w e l l s i n t h e 

n o r t h e a s t q u a r t e r o f S e c t i o n 23, b u t he d i d n ' t 

m e n t i o n d r a i n a g e e l s e w h e r e , b u t when I a n a l y z e d t h e 

H i l l View Number 2, w h i c h i s d i r e c t s o u t h o f f s e t o f 

t h e Number 4, t h a t w o u l d be t h e J l o c a t i o n o f 

S e c t i o n 23, I f o u n d t h e t r e n d , and I used t h e same 

method as I used on t h e Number 4. The t r e n d p o i n t s 
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t o a b o u t 214,000 b a r r e l s o f u l t i m a t e f r o m 52 f e e t o f 

n e t p o r o s i t y , and an u l t i m a t e r e c o v e r y o f o n l y 4115 

b a r r e l s p e r f o o t o f pay. 

And r a t i o w i s e t h i s i s p r e t t y much t h e same 

as Mr. McWhorter c a l c u l a t e d . He had l o w e r u l t i m a t e s 

t h a n I d i d , b u t I was t r y i n g t o g e t a h a n d l e on a 

p r o d u c t i o n d e c l i n e f r o m o l d p r o d u c t i o n t h a t w o u l d 

g i v e me s o m e t h i n g as a b a s i s f o r p r o j e c t i n g 

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

t h e s e newer w e l l s . 

Q. Do t h e s e two w e l l s d e m o n s t r a t e any d r a i n a g e 

by t h e Number 2 w e l l f r o m t h e H i l l View Number 4 

w e l l ? 

A. I t h i n k i t ' s f a i r l y o b v i o u s t h a t t h e H i l l 

View Number 2 d r a i n s some o f t h e a r e a on w h i c h t h e 

Number 4 i s s i t t i n g . I t w i l l n o t p r o j e c t as much 

u l t i m a t e y e t i t o n l y has f o u r f e e t l e s s pay. The 

g a s / o i l r a t i o s a r e s i m i l a r , however, t h e H i l l View 4 

s t a r t s o u t a l i t t l e h i g h e r . I t s t a r t e d o u t a r o u n d 

7,000. I t came down g r a d u a l l y t o a r o u n d a 3,000 

a v e r a g e , and w a t e r p r o d u c t i o n i s s i m i l a r . So, y e s , I 

c o n c l u d e d t h a t t h e r e was d r a i n a g e g o i n g on, and, i n 

f a c t , w i t h t h e d e v e l o p m e n t and t h e c o n t i n u i t y o f 

p o r o s i t y between S e c t i o n 23 and 25, I have o f t e n 

r e f e r r e d t o t h a t as a n o r t h w e s t passage because t h i s 
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a r e a i n S e c t i o n 23 i s b e i n g d r a i n e d and drawn down 

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

whereas t h e S e c t i o n 25 i s s i t t i n g t h e r e u n d r i l l e d . 

So I b e l i e v e t h a t t h e r e i s a q u e s t i o n o f 

c o r r e l a t i v e r i g h t s p r o t e c t i n g t h a t d r a i n a g e by 

o f f s e t d r i l l i n g . 

Q. I n y o u r o p i n i o n , can we f i r s t d r i l l t h e 

s o u t h w e s t o f t h e s o u t h w e s t o f t h e 25, p o s t p o n e 

d r i l l i n g f u r t h e r w e l l s i n S e c t i o n 25 w i t h t h e 

e x p e c t a t i o n t h a t t h o s e r e s e r v e s w i l l s t a y i n p l a c e 

u n t i l you g e t t o them? 

A. I w o u l d be a f r a i d o f t h a t f o r a c o u p l e o f 

r e a s o n s . Number 1, as t h e summary a t t h e b o t t o m o f 

t h e e x h i b i t 16 shows, t h e H i l l View 2 and H i l l 

View -- I'm s o r r y . At t h e t o p o f page E x h i b i t 16, 

t h e Saguaro Number 1 w h i c h i s t h e F l o c a t i o n i n t h e 

m i d d l e o f t h e S e c t i o n 26 and t h e Conoco Number 2 

w h i c h i s t h e G l o c a t i o n , have r e a c h e d u l t i m a t e 

p r o d u c t i o n . T h e y ' r e t h e r e . They a r e now gas w e l l s . 

The F l o c a t i o n , Saguaro Number 1, p r o d u c e d 

an u l t i m a t e , o r t o t a l o f 39,000 b a r r e l s o f o i l , 

w h i l e t h e Conoco 2 p r o d u c e d 24,000 b a r r e l s o f o i l , 

and t h i s i s f r o m a p o r o s i t y -- t o t a l p o r o s i t y 

f e e t -- o f 50 f e e t f r o m t h e Number 1 and 30 f e e t 

f r o m t h e Number 2, and i f you l o o k a t y o u r b a r r e l s 
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o f u l t i m a t e p e r f o o t o f pay, y o u ' r e l o o k i n g a t i n 

t h e 700s v e r s u s t h e 6,000s f o r t h e w e l l s up i n 

S e c t i o n 23, 700 b a r r e l s u l t i m a t e p e r f o o t o f pay 

v e r s u s an a v e r a g e between t h o s e two w e l l s i n S e c t i o n 

23 o f 5396 b a r r e l s p e r f o o t o f pay. 

And I have used t h a t a v e r a g e f o r p r o j e c t i n g 

t h e p o s s i b l e p r o d u c t i v e u l t i m a t e f r o m t h e McKay o i l 

l o c a t i o n i n t h e n o r t h w e s t n o r t h w e s t o f 25, a l s o i n 

t h e n o r t h e a s t n o r t h e a s t o f 23 i n t h e new H i l l View 

Number 5 w e l l , and I d i d i t m e n t a l l y f o r t h e P r i c k l y 

Pear because by t h e t i m e we g o t t h e i n f o r m a t i o n I 

d i d n ' t have t i m e t o p r e p a r e a n y t h i n g on t h a t , b u t 

t h e t h i c k n e s s o f pay and e v e r y t h i n g w o u l d i n d i c a t e 

i t w o u l d do a b o u t t h e same and o b t a i n e d t h e 

p r o d u c t i o n o f 325,000 b a r r e l s , I b e l i e v e i t was, f o r 

t h e -- f o r t h e H i l l View Number 5 i n t h e n o r t h e a s t 

n o r t h e a s t u s i n g t h i s same method, and a b o u t 375,000 

f o r t h e P r i c k l y Pear, and 386,000 f o r t h e McKay w e l l 

i n t h e n o r t h w e s t n o r t h w e s t . 

Now, g o i n g back t o t h e two Saguaro w e l l s , 

o r t h e Saguaro and t h e Conoco i n S e c t i o n 26, t h e s e 

w e l l s have a l o t o f f e e t o f p o r o u s pay below t h e 

minus 4,001 one w h i c h we have used as t r y i n g t o s t a y 

below gas p r o d u c t i o n a t minus 4,001, b u t t h e y a r e i n 

c o n t a c t -- t h e r o c k i s i n c o n t a c t w i t h t h e gas c a p , 
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and i t ' s been p r o v e n i n t h i s r e s e r v o i r t h a t we have 

v e r t i c a l m i g r a t i o n w i t h i n t h e r e s e r v o i r and t h e 

o n l a p p i n g o f t h e s e r o c k s t h a t a r e i n t h e gas cap 

w i t h t h e ones i n S e c t i o n 25 t h a t a r e n o t s u b j e c t t o 

gas cap, p r o v i d e s a p a t h f o r t h e gas t o t r a v e l 

v e r t i c a l l y i n t o y o u r p r o d u c e d a r e a , and, o f c o u r s e , 

t h i s i s one o f t h e b a s i c p r i n c i p l e s o f p e t r o l e u m 

e n g i n e e r i n g t h a t once you s t a r t t h i s t o happen i t 

a c c e l e r a t e s r a p i d l y by t h e r u l e o f r e l a t i v e 

p e r m e a b i 1 i t y . 

I n o t h e r w o r d s , i f y o u r gas s a t u r a t i o n 

i n c r e a s e s , y o u r r e l a t i v e p e r m e a b i l i t y t o o i l 

d e c r e a s e s , and, o f c o u r s e , w h i l e t h i s i s g o i n g on, 

t h e p e r m e a b i l i t y t o t h e gas i n c r e a s e s more and, o f 

c o u r s e , more gas keeps f e e d i n g i n , and I t h i n k t h a t 

i s e x a c t l y what happened i n S e c t i o n 26. 

Now, t h e Yates l o c a t i o n i n t h e s o u t h w e s t o f 

25 i s h a l f way between r o u g h l y t h e s e two w e l l s i n 

S e c t i o n 26, and t h e Marathon w e l l i n S e c t i o n 36, 

w h i c h t h e y have t e s t e d and p e r f o r a t e d and t r i e d t o 

make an e c o n o m i c a l w e l l , o r c o m m e r c i a l w e l l , i n t h e 

l o w e r zones, and t h e y have f a i l e d t o do t h i s . 

So h e r e you a r e p r o p o s i n g a w e l l between a 

d e f a c t o d r y h o l e and two gas w e l l s , and you have t h e 

same l a s e r g e o l o g y i n t h e r e as f a r as p o r o s i t y f e e t 
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i s c o n c e r n e d . To me i t l o o k s r i s k y . I d o n ' t see 

t h a t t h i s w o u l d be w i s e when you have -- when you 

have a wet p l a c e t o d r i l l where y o u ' r e n e a r 

p r o x i m i t y t o known p r o d u c t i o n w i t h good p o r o s i t y , 

good p e r m e a b i l i t y , low r a t i o s , n o r m a l w a t e r 

p r o d u c t i o n , and a l l t h o s e good t h i n g s b e s i d e t h e 

q u e s t i o n , o f c o u r s e , o f p r o t e c t i n g c o r r e l a t i v e 

r i g h t s . 

Now, i f you d r i l l t h e Yates l o c a t i o n and 

t h a t w e l l goes t o gas, what do you have? You have a 

320 on t h e west h a l f t h a t ' s condemned because you 

have a gas w e l l . You c a n ' t d r i l l any more w e l l s up 

t h e r e . So what's g o i n g t o happen? The w e l l s i n 23 

ar e g o i n g t o c o n t i n u e t o d r a i n because you a r e --

you do have an a c t i v e -- p a r t i a l l y a c t i v e -- w a t e r 

d r i v e . Not f u l l y b u t p a r t i a l l y a c t i v e because t h e 

u l t i m a t e r e c o v e r i e s -- t h e r e c o v e r y f a c t o r s -- a r e 

s u b s t a n t i a l l y h i g h e r t h a n you w o u l d e x p e c t f r o m j u s t 

n o r m a l s o l u t i o n gas p r o d u c t i o n , w h i c h w o u l d be i n 

t h e 15 t o 20 r a n g e , and we're t a l k i n g i n t h i s a r e a . 

We're t a l k i n g a b o u t 25 t o 30 p e r c e n t 

r e c o v e r y o f o r i g i n a l o i l i n p l a c e . And s t u d i e s done 

a b o u t s i x m i l e s t o t h e n o r t h o f Mr. L o o g e n v i l l e 

i n d i c a t e t h a t t h e y ' r e g e t t i n g r e c o v e r y f a c t o r s o f 

ab o u t f o r t y p e r c e n t o r i g i n a l o i l i n p l a c e , so you do 
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have c o n s i d e r a b l e w a t e r e x p a n s i o n . You do have an 

a q u i f e r , as e v e r y b o d y has p o i n t e d o u t , you have an 

a q u i f e r . 

T h a t a q u i f e r expands, and as i t expands i t 

m a i n t a i n s p r e s s u r e . You draw down t h e p r e s s u r e i n 

S e c t i o n 23, t h e o i l moves f r o m 25 i n t o 23, and 

t h e r e ' s a s i m p l e d i f f e r e n t i a l p r e s s u r e 

r e l a t i o n s h i p . 

L e t me g i v e you an example. We t h i n k o f 

w a t e r as b e i n g i n c o m p r e s s a b l e , b u t i f you t a k e a 

5,000 f o o t and you s e t 5/8t h s i n t e r m e d i a t e c a s i n g a t 

5,000 f e e t , and you a r e o r d e r e d t o p r e s s u r e t e s t 

t h a t c a s i n g t o 3,000 p s i . I t w o u l d t a k e f i v e 

b a r r e l s -- i f t h a t c a s i n g i s f u l l when you s t a r t --

i t w i l l t a k e f i v e b a r r e l s o f pumping new w a t e r i n t o 

t h a t c a s i n g t o t a k e c a r e o f c o m p r e s s i b i l i t y b e f o r e 

you r e a c h y o u r 3,000 p s i . 

Now, you l o o k a t t h a t p i d d l i n g -- l e t ' s 

see, a b o u t 300 b a r r e l s o f w a t e r b e i n g compressed 

v e r s u s t h e , you know, t h e t o n s o f w a t e r you have 

a v a i l a b l e t o -- t h a t i s compressed a t a b o t t o m h o l e 

p r e s s u r e now o f c l o s e t o 3,000 p s i a l l o v e r t h i s 

a r e a , and y o u ' r e g o i n g t o have t h i s e x p a n s i o n w h i c h 

i s g o i n g t o m a i n t a i n p r e s s u r e and push t h a t o i l 

o u t . So i t w o u l d be a d i s a s t e r . I t w o u l d n o t pay 
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t h e i n v e s t o r s , i t w o u l d n o t pay Y a t e s , i t w o u l d n o t 

pay McKay, i t w i l l n o t pay t h e BLM o r MMS, o r t h e 

S t a t e . And I w o u l d -- You know, you g e t back t o t h e 

-- am I r a m b l i n g t o o much? 

Q. No, s i r . But l e t me ask you now, h a v i n g 

c o n c l u d e d t h a t t h e r e s e r v e s i n S e c t i o n 25 a r e a t 

r i s k because t h e y ' r e g o i n g t o be d r a i n e d t o w a r d s t h e 

S e c t i o n 23 w e l l s u n l e s s t h e y ' r e p r o t e c t e d , what do 

you do? Where do you p u t y o u r w e l l ? 

A. I n t h e n o r t h w e s t n o r t h w e s t o f 25. 

Q. Do you have a r e c o m m e n d a t i o n as t o how t o 

o r i e n t t h e s p a c i n g u n i t ? 

A. W e l l , I s t i l l l i k e t h e h o r i z o n t a l p r i m a r i l y 

because you -- number one, as has been p o i n t e d o u t , 

you l e t each company d r i l l t h e i r p r e f e r r e d 

l o c a t i o n s . Number tw o , you remove t h e r i s k o f what 

I was j u s t t a l k i n g a b o u t e s t a b l i s h i n g a 3 2 0 - a c r e gas 

p r o r a t i o n u n i t i n t h e p r i m e o i l a r e a o f t h i s e n t i r e 

s e c t i o n and s t o p p i n g r e c o v e r y f r o m t h i s s e c t i o n . 

Q. Have you made an e n g i n e e r i n g e v a l u a t i o n o f 

t h e o i l i n p l a c e and t h e r e c o v e r a b l e r e s e r v e s w i t h i n 

S e c t i o n 25? 

A. Yes, s i r . 

Q. Can you summarize f o r us what you've done? 

A. Yes. I f you t u r n t o E x h i b i t 17? 
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Q. Yes, s i r . 

A. I d i v i d e d t h e S e c t i o n 25 i n t o f o u r 

q u a r t e r s , and u s i n g t h e g r i d o v e r l a y s y s t e m I 

measured t h e a r e a between a d j a c e n t c o n t o u r l i n e s and 

t o o k t h e n e t p o r o s i t y f e e t , and by t h e way, I guess 

we s h o u l d be l o o k i n g a t t h e same t i m e a t E x h i b i t --

Q. 25? 

A. Yes, s i r . Which i s t h e p o r o s i t y f e e t o f 

Upper Penn d o l o m i t e below minus 4,001 f e e t . And I 

f i n d t h a t t h e n o r t h w e s t q u a r t e r has -- a c t u a l l y has 

ab o u t s i x and a h a l f a c r e s more t h a n t h e o t h e r 

q u a r t e r s because o f a l i t t l e b i t o f misshapen 

s e c t i o n h e r e , b u t i t has 479.41 a c r e f e e t o f 

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

t a n k b a r r e l s o f o i l i s 1 m i l l i o n f i v e h u n d r e d and 

f o r t y - n i n e t h o u s a n d , s i x h u n d r e d and n i n e t y - t h r e e 

b a r r e l s . And t h a t comes o u t t o be 3232.5 b a r r e l s 

p e r a c r e f o o t o f p o r o s i t y . And, o f c o u r s e , an a c r e 

f o o t o f p o r o s i t y w o u l d be j u s t l i k e an a c r e f o o t o f 

w a t e r , i t w o u l d be 7,758 b a r r e l s . 

The n o r t h e a s t q u a r t e r has o n l y 115.32 a c r e s 

w h i c h i s w i t h i n t h e z e r o -- w i t h i n t h e z e r o d o l o m i t e 

l i n e , and t h a t g i v e s 126.85 a c r e f e e t o f p o r o s i t y 

f o r 410,043 b a r r e l s o f s t o c k t a n k o i l o r i g i n a l l y i n 

p l a c e . 
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The s o u t h w e s t q u a r t e r i s v e r y good, 160 

a c r e s , 447,35 a c r e f e e t o f p o r o s i t y , and o i l i n 

p l a c e 1 m i l l i o n 446,059, and t h e s o u t h e a s t g u a r t e r 

155.57. A g a i n , we l o s t p a r t o f t h a t because t h e 

z e r o l i n e d o e s n ' t c o v e r t h e f u l l q u a r t e r . T h i s was 

248.91 a c r e f e e t o f p o r o s i t y w i t h o r i g i n a l o i l i n 

p l a c e o f 804,602 b a r r e l s , so r e g a r d l e s s o f where 

y o u r t i l t e d w a t e r t a b l e i s , t h e r e ' s a l o t o f o i l 

h e r e . 

Now, I t o o k t h e s e f i g u r e s o f o r i g i n a l o i l 

i n p l a c e and t h e n c a l c u l a t e d r e c o v e r y f a c t o r s . 

F i r s t 1 used t h e H i l l View Number 2 s i n c e t h a t was 

t h e f i r s t w e l l I l o o k e d a t , and assuming t h a t t h a t 

w e l l w i l l u l t i m a t e l y r e c o v e r 375,000 b a r r e l s o f o i l , 

w h i c h was my p r o j e c t i o n w h i c h I t h i n k i s v a l i d , you 

w i l l have a r e c o v e r f a c t o r o f 29 p e r c e n t o r .29 

d e c i m a l p e r c e n t o f o r i g i n a l o i l i n p l a c e . 

The McKay n o r t h w e s t q u a r t e r o f S e c t i o n 25, 

and I d e c l i n e d t h a t w e l l . I s t a r t e d i t a t 500 

b a r r e l s . I f i g u r e d i t s h o u l d be as good as t h e w e l l 

i n t h e n o r t h e a s t q u a r t e r o f 23 and p r o b a b l y as good 

as t h e P r i c k l y Pear, so I s t a r t e d a t 500 b a r r e l s a 

day and t h a t p o i n t e d t o 386,000, and when you use 

t h e l i t t l e f o r m u l a f o r t h e r e c o v e r y f a c t o r down a t 

t h e b o t t o m o f t h e s h e e t , you come o u t w i t h a 25 
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p e r c e n t r e c o v e r y f a c t o r . 

Now, I d i d a l l o f t h i s t o compare -- n o t 

o n l y t o see what t h e r e c o v e r y f a c t o r i s because I 

was i n t e r e s t e d because I was e x p e c t i n g i t i f t h e r e 

were n o t an a c t i v e w a t e r d r i v e , f o r i t t o be i n t h e 

rang e o f 15 t o 20 p e r c e n t , b u t i t i s n o t , i t i s much 

h i g h e r . 

Then t h e Saguaro Number 1 w e l l r e c o v e r e d 

o n l y 39,000 b a r r e l s o f o i l , and f r o m t h e p o r o s i t y 

f e e t t h a t t h a t w e l l e x h i b i t e d , w h i c h was 1.90 

p o r o s i t y f e e t , I c a l c u l a t e d 4 p e r c e n t o i l i n p l a c e 

r e c o v e r e d by t h a t w e l l , and t h e Conoco Number 2, t h e 

t w i n w e l l i n S e c t i o n 26, d i d worse. 

And by t h e way, t h e one t h a t d i d w o r s e , t h e 

G l o c a t i o n , t h e Conoco Number 2, i s p e r f o r a t e d l o w e r 

t h a n t h e Number 1 w e l l . 

Q. When you l o o k a t t h e d i v i s i o n o f o i l i n 

p l a c e w i t h i n t h e c o n f i n e s o f S e c t i o n 25 and d i v i d e 

i t i n t o t h e f o u r q u a r t e r s e c t i o n s , t h a t ' s what 

you've down, you've g i v e n us t h e o i l i n p l a c e f o r 

each o f t h o s e q u a r t e r s e c t i o n s ? 

A. Uh-huh. W e l l , t h i s i s s t o c k t a n k b a r r e l s 

o f o i l , s h r i n k a g e f a c t o r s t a k e n i n t o a c c o u n t . I ' v e 

used a s h r i n k a g e f a c t o r o f 1.56 j u s t f o r t h e r e c o r d . 

Q. L e t ' s p l a y some "what i f " games w i t h t h e 
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o r i e n t a t i o n o f t h e s p a c i n g u n i t . I f we t a k e i t and 

s t a n d them up w i t h t h e west h a l f , t h e g r e a t e s t 

amount o f r e s e r v e s a r e a l l o c a t e d t o t h e west h a l f 

u n der t h a t c o n f i g u r a t i o n ? 

A. R i g h t . 

Q. From y o u r u n d e r s t a n d i n g o f t h e g e o l o g y and 

e n g i n e e r i n g f o r t h i s s e c t i o n , t h e r e i s r e s e r v e v a l u e 

i n t h e e a s t h a l f ? 

A. Even t h o u g h we d o n ' t know f o r s u r e where 

t h e w a t e r c o n t a c t i s t h e r e i s some o i l t h e r e , y e s . 

Q. And t h e owners o f t h e o i l i n t h e r e s e r v o i r 

i n t h e e a s t h a l f may n o t be a b l e t o s h a r e i n 

p r o d u c t i o n u n l e s s t h e y ' r e l a y down s p a c i n g u n i t s ? 

A. T h a t ' s c o r r e c t . 

Q. Because t h e optimum l o c a t i o n i n w h i c h t o 

p r o d u c e t h o s e r e s e r v e s i s g o i n g t o be w e l l l o c a t i o n s 

i n t h e west? 

A. R i g h t , e x a c t l y . 

Q. So w i t h a s t a n d up west h a l f t h e r e s e r v e s 

i n t h e e a s t h a l f a r e g o i n g t o be e n j o y e d o n l y by t h e 

owners i n t h e west h a l f ? 

A. T h a t ' s r i g h t . 

Q. Summarize f o r us what t h e s e d e c l i n e c u r v e s 

are? I assume t h a t ' s what t h e y a r e f r o m 18 t h r o u g h 

24 so t h a t t h e r e c o r d i n d i c a t e s what y o u ' r e s a y i n g . 
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A. L e t ' s l o o k a t -- jump a r o u n d a l i t t l e . 

L e t ' s l o o k a t 19 f i r s t , E x h i b i t 19. The f i r s t page 

o f 19 --

Q. What a r e t h e s e ? What a r e t h e s e documents? 

A. They a r e p r o d u c t i o n d e c l i n e c u r v e s f o r --

t h i s one as shown on t h e b o t t o m o f t h e g r a p h i s f o r 

t h e H i l l View AG Number 2. 

Q. And you have u t i l i z e d t h i s i n f o r m a t i o n t h e n 

i n y o u r a n a l y s i s o f r e s e r v o i r i n c l u d i n g e s t a b l i s h i n g 

t h e d e c l i n e s by w h i c h you have t h e n c a l c u l a t e d 

r e c o v e r i e s ? 

A. Yes, t h a t i s c o r r e c t . 

Q. Okay. 

A. I t o o k t h e p r o d u c t i o n h i s t o r y p o r t i o n o f 

t h e AHE Number 2 f r o m a b o u t t h e b e g i n n i n g o f 1983 

u n t i l what? M i d d l e o f 1986 as a f a i r l y good 

i n d i c a t i o n o f what m i g h t be e x p e c t e d . T h i s came o u t 

t o be a 17 p e r c e n t d e c l i n e . I c o u l d n ' t -- I 

c o u l d n ' t a r g u e w i t h t h i s 17 p e r c e n t . I f somebody 

wanted t o c a l l i t 19 o r 15, b u t I t h i n k i t ' s p r e t t y 

w e l l e s t a b l i s h e s what a n o r m a l p r o d u c t i o n d e c l i n e 

w o u l d be a f t e r t h e i n i t i a l f l u s h p r o d u c t i o n i s o f f 

f o r a f a i r l y good w e l l . 

Q. And t h i s i s a c o n v e n t i o n a l way f o r 

e n g i n e e r s t o e s t a b l i s h a d e c l i n e f o r p r o d u c t i o n t h a t 
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t h e y use t h e n i n o t h e r c a l c u l a t i o n s ? 

A. Yes. And s i n c e t h i s i s an o l d w e l l , I 

s h i f t e d t h e 17 p e r c e n t up t o t h e p r e s e n t p r o d u c t i o n 

w h i c h was i n i t i a t e d a f t e r Yates worked t h e w e l l o v e r 

and p l a c e d i t on e l e c t r i c s u b m e r s i b l e pump. 

And by t h e way, t h e l a s t two months 

p r o d u c t i o n , w h i c h a r e n o t h e r e , a r e a l l a c t u a l l y on 

o r above t h e l i n e t h a t I have p r o j e c t e d a t 17 

p e r c e n t . So, I f e e l t h a t i t i s a v a l i d d e c l i n e 

c u r v e . 

Now, I t o o k t h i s same method w i t h a l i t t l e 

b i t o f l i b e r t y t o a n a l y z e t h e p r o d u c t i o n f r o m t h e 

AHE Number 4, t h e H i l l View AHE Number 4, w h i c h i s 

E x h i b i t 20. And by t h e way, t h e r e m a i n i n g pages o f 

t h i s i s j u s t s u p p o r t i n g i n f o r m a t i o n . I i n c l u d e a l s o 

t h e gas. 

Q. And you've done t h a t f o r a l l 4 o f t h e s e 

w e l l s . You used d e c l i n e c u r v e s ? 

A. Yes, s i r . 

Q. A l l r i g h t . 

A. E x h i b i t 20, i f y o u ' l l n o t i c e t h a t , I t o o k 

t h e i n i t i a l p r o d u c t i o n when t h e good p r o d u c t i o n 

s t a r t e d a f t e r a number o f months when t h e w e l l s was 

p l a c e d on s u b m e r s i b l e , and p u t t h i s on -- because i t 

was a f a i r l y new w e l l -- I p l a c e d i t on h y p e r b o l i c 
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c u r v e w i t h t h e ex p o n e n t f a c t o r o f .5 so t h a t you 

w o u l d compensate somewhat f o r t h i s i n i t i a l f l u s h 

f a l l o f f , and t h e n l e v e l e d i t o f f and l e t t h e c u r v e 

l e v e l i t s e l f o f f t o 17 p e r c e n t s t r a i g h t l i n e o r 

e x p o n e n t i a l d e c l i n e , and t h i s i s one t h a t p r o j e c t e d 

t o 200, and E x h i b i t 16 was 214,000 b a r r e l s o f o i l . 

Q. Are you s a t i s f i e d t h e e n t i r e p r o c e d u r e i s 

one t h a t ' s r e a s o n a b l e and f a i r f o r t h e s t a n d a r d s o f 

y o u r p r o f e s s i o n ? 

A. I do because when I a p p l i e d t h e same 

p r o c e d u r e f o r t h e H i l l Number 5 I g o t 325,000 t o t h e 

McKay w h i c h i s -- McKay l o c a t i o n -- w h i c h i s i n t h e 

n o r t h w e s t n o r t h w e s t o f 25, and t h e P r i c k l y Pear 

w h i c h we a r e p r o j e c t i n g t o be a b o u t t h e same, I 

g a t h e r , a r o u n d 375 t o 386,000 b a r r e l s o f o i l . So I 

t h i n k t h i s i s a f a i r p r o j e c t i o n w i t h t h e amount 

o f -- l i m i t e d amount o f d a t a we have f o r t h i s a r e a 

w i t h h i s t o r y a v a i l a b l e . 

Q. Thank y o u , Mr. Sanders. 

MR. KELLAHIN: That c o n c l u d e s my e x a m i n a t i o n 

o f Mr. Sanders. We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t 16 t h r o u g h 25. 

MR. CATANACH: E x h i b i t s 16 t h r o u g h 25 w i l l be 

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

(McKay O i l C o r p o r a t i o n E x h i b i t s 16 
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t h r o u g h 25 were a d m i t t e d i n e v i d e n c e . ) 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Sanders, you a r e a c o n s u l t i n g e n g i n e e r 

w o r k i n g f o r McKay on t h i s m a t t e r ? 

A. Yes, s i r . 

Q. When were you r e t a i n e d by Mr. McKay? 

A. A week ago l a s t Tuesday. T h a t ' s why I have 

c i r c l e s u n d e r my eyes. 

Q. P r i o r t o t h i s a s s i g n m e n t , how much o f y o u r 

t i m e have you d e v o t e d t o t h i s p a r t i c u l a r p o o l ? 

A. To t h i s p a r t i c u l a r p o o l , z e r o . I have 

worked i n t h e g e n e r a l a r e a . I ' v e worked i n t h e 

I n d i a n B a s i n , b u t t h i s p a r t i c u l a r p o o l , z e r o . 

George Reddy d i d an e x c e l l e n t j o b o f c a t c h i n g me up 

and b r i n g i n g me up t o speed. 

Q. And t h a t ' s why he has c i r c l e s u n d e r h i s 

eyes ? 

A. T h a t ' s why he does. 

Q. We l o o k a t y o u r E x h i b i t Number 16. I f I 

u n d e r s t a n d t h i s e x h i b i t , t h e t o p p a r t o f i t shows 

t h e two Conoco w e l l s w h i c h o f f s e t t h e p r o p o s e d Y a t e s 

l o c a t i o n i n t h e s o u t h w e s t o f 25; i s t h a t r i g h t ? 

A. R i g h t . 

Q. And based on t h i s you've c o n c l u d e d t h a t 
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t h e y a r e p r e t t y poor w e l l s ; i s t h a t f a i r ? 

A. Yes. 

Q. A l l r i g h t . I f we go down now and l o o k a t 

t h e b o t t o m h a l f , you've s e t o u t i n f o r m a t i o n on t h e 

H i l l View Number 2 and H i l l View 4J w e l l . You have 

a p r o d u c t i o n d e c l i n e c u r v e w h i c h i s y o u r E x h i b i t 19 

on t h a t H i l l View Number 2, do you n o t ? 

A. R i g h t . 

Q. And i f I l o o k a t t h i s , sometime i n '87 t h e 

w e l l was -- you've g o t a 17 p e r c e n t f i g u r e . What 

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

A. 17 p e r c e n t p e r y e a r . T h a t ' s an a n n u a l 

d e c l i n e r a t e , and i t ' s p u t on t h e semi l o g because 

i t i s an e x p o n e n t i a l t y p e t h i n g . 

Q. And does t h i s show what t h e w e l l was 

a c t u a l l y d o i n g i n say mid-1988 I guess i t i s ? 

A. L e t me t u r n t o t h a t . 

Q. I t ' s E x h i b i t 19. 

A. I n mid-1988 you say? 

Q. Yes, s i r . 

A. No, i t does n o t . T h i s i s j u s t a p r o j e c t i o n 

w h i c h w o u l d be c l o s e t o what you w o u l d g e t i f you 

a p p l i e d a l l t h e p r o d u c t i o n f i g u r e s t h a t you have and 

used t h e method o f l e a s e d s q u a r e s . I d i d n o t use 

t h a t . I have a program w h i c h does t h i s 
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a u t o m a t i c a l l y , so t h i s w o u l d be j u s t u s i n g t h e 

a c t u a l p r o d u c t i o n f i g u r e s k i n d o f a v e r a g i n g t h e r e t o 

g e t t h a t d e c l i n e . I t d o e s n ' t mean t h a t you d i d make 

o i l . I n f a c t , t h e w e l l was a p p a r e n t l y s h u t down f o r 

a c o u p l e o f y e a r s t h e r e . 

Q. B a s i c a l l y what t h i s shows, t h o u g h , t h i s i s 

a p o o r p e r f o r m a n c e f o r t h e w e l l ? 

A. 17 p e r c e n t d e c l i n e i s n o t a r e a l l y p o o r 

p e r f o r m a n c e . Of c o u r s e , t h e w e l l was p r o b a b l y a t o r 

near economic l i m i t as y o u r Mr. McWhorter t e s t i f i e d . 

Q. W e l l , a r e t h e s e -- a r e t h e s e j u s t p l o t s o f 

t h e p r o d u c t i o n -- a c t u a l p r o d u c t i o n f r o m t h e w e l l ? 

A. A c t u a l p r o d u c t i o n by month, y e s . 

Q. And t h e n -- so, we have t h e n i n 19 -- I 

guess, '90, p r o d u c t i o n p l o t s b e g i n a g a i n . These a r e 

b o t h d e c l i n e c u r v e s on o i l , a r e t h e y n o t ? 

A. Yes. W e l l , t h e s o l i d b l a c k i s o i l , t h e 

h o l l o w s q u a r e s a r e gas, and t h e Xs a r e w a t e r . I 

s h o u l d have p o i n t e d t h a t o u t . 

Q. Okay. So t h e l i n e t h a t we have t h a t has 

t h e 17 p e r c e n t f i g u r e a t t h e end o f i t r u n n i n g 

t h r o u g h '82, '87, o r '88, t h a t i s t h e o i l p r o d u c t i o n 

d e c l i n e and p r o d u c t i o n r a t e d u r i n g t h a t p e r i o d o f 

t i m e ? 

A. Yes, r i g h t . 
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Q. And t h e n we have i t jump up i n 1990 and 

a n o t h e r d e c l i n e t a k e o f f a t t h a t t i m e ? 

A. R i g h t . 

Q. And i s n ' t i t t r u e t h a t when t h e p r o d u c t i o n 

jumped up t o t h e h i g h e r r a t e i n 1990, t h a t ' s when, 

i n f a c t , Y a t e s t o o k o v e r t h i s w e l l ? 

A. T h a t ' s my u n d e r s t a n d i n g , y e s . 

Q. And so what we have i s we have a s i t u a t i o n 

were Conoco had g i v e n up on t h e H i l l View Number 2, 

Yates t o o k i t o v e r and was a b l e t o make t h e k i n d o f 

w e l l o u t o f i t you show on t h e b o t t o m o f y o u r 

E x h i b i t 16? 

A. Yes. By a p p l y i n g good e n g i n e e r i n g and 

g e t t i n g t h e o i l t o moving. 

Q. I f t h e y were t a k i n g o v e r t h e two Conoco 

w e l l s i n 26, w o u l d you a n t i c i p a t e w i t h good 

e n g i n e e r i n g t h e y m i g h t do t h e same? 

A. Those w e l l s a r e a l r e a d y Y a t e s , I b e l i e v e . 

Q. And i s i t p o s s i b l e t h a t by a p p l y i n g some 

e n g i n e e r i n g t e c h n i q u e s t h e y c o u l d a l s o t a k e o v e r 

Conoco w e l l s and g e t t h a t k i n d o f a r e s p o n s e ? 

A. No, s i r . I d o n ' t b e l i e v e so because, as I 

p o i n t e d o u t , once you g e t t h i s gas b r e a k t h r o u g h you 

s a t u r a t e . I t ' s s i m i l a r t o a w a t e r b l o c k . You can 

do t h e same t h i n g w i t h a w a t e r b l o c k and you can 
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b l o c k p r o d u c t i o n . 

Q. Do you know what k i n d o f e n g i n e e r i n g 

t e c h n i q u e s --

MR. KELLAHIN: D i d you c o m p l e t e y o u r answer? 

THE WITNESS: S o r r y ? 

MR. KELLAHIN: D i d you c o m p l e t e you answer? 

MR. CARR: And I'm s o r r y i f I c u t you o f f . 

MR. KELLAHIN: Don't s t e p on my answer. 

A. I c o v e r e d t h a t a w h i l e ago. 

MR. CARR: I f I s t a r t c u t t i n g you o f f you 

r a i s e y o u r hand and I ' l l go i n t o r e t r e a t on t h a t . 

THE WITNESS: A l l r i g h t . 

Q. (By Mr. C a r r ) Do you know what k i n d o f 

e n g i n e e r i n g t e c h n i q u e s employed on t h e H i l l View 

Number 2 w e l l t o g e t t h a t k i n d o f change i n 

respon s e ? 

A. Yes. 

Q. And you b e l i e v e t h a t w o u l d n o t be a v a i l a b l e 

and t h e y c o u l d n o t do t h a t on o t h e r w e l l s ? 

A. No, I do n o t because t h e Number 2 w e l l had 

n o t been s u b j e c t e d t o gas b r e a k t h r o u g h . You had 

some -- i n t e r m i t t e d l y you had some r a t i o s as h i g h as 

5,000 and some l o w e r . I t h i n k y o u ' r e r u n n i n g a 

l i t t l e l o w e r t h a n t h e 3,00 now. So you d i d n o t have 

t h a t gas b r e a k t h r o u g h t o i n c r e a s e t h e s a t u r a t i o n and 
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t h e p o o r s p a c i n g . Of c o u r s e , t h a t ' s what happens 

you g e t a n o t h e r -- w h e t h e r i t be f l u i d o r gas -- t h e 

s a t u r a t i n g medium as you i n c r e a s e t h e p e r c e n t o f 

t h a t s a t u r a t i n g medium, t h e p e r m e a b i l i t y t o t h a t 

medium i n c r e a s e s and t o a l l o t h e r s t h e p e r m e a b i l i t y 

d e c r e a s e s . 

Q. When you made y o u r c o m p a r i s o n f o r 

E x h i b i t 16 on y o u r H i l l View Number 4 w e l l , d i d you 

have any i n f o r m a t i o n on any k i n d o f p r o d u c t i o n 

p r o b l e m s t h a t Yates m i g h t be h a v i n g w i t h t h a t w e l l ? 

A. No, I d i d n o t . 

Q. D i d you have any i n f o r m a t i o n on, say, 

s u l p h a t e s c a l i n g i n t h e w e l l ? 

A. No, I d i d n o t . 

Q. And r e s u l t i n g p r o b l e m s i n pumping t h e w e l l ? 

A. No. I f e e l Yates i s c a p a b l e o f h a n d l i n g 

t h o s e . I ' v e known Yates f o r a l o n g t i m e . 

Q. Those s o r t s o f p r o b l e m s c o u l d e f f e c t t h e 

p r o d u c t i o n f r o m a w e l l , c o u l d t h e y n o t ? 

A. Yes. 

Q. I f you had t h o s e i n one w e l l b o r e and n o t 

a n o t h e r , t h e w e l l b o r e w i t h o u t t h o s e p r o b l e m s m i g h t 

p e r f o r m b e t t e r ? 

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

such a s c a l i n g p r o b l e m . I have n e v e r e n c o u n t e r e d 
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where such a s c a l i n g p r o b l e m caused a w e l l t o jump 

t o 30, 40, 80,000 g a s / o i l r a t i o as i s t h e case o f 

t h e Saguaro Number 1 w h i c h i s p r e t t y a s t r o n o m i c a l . 

Q. When we l o o k a t y o u r E x h i b i t 17? 

A. 17. A l l r i g h t . 

Q. T h i s was based on Mr. Reddy's g e o l o g y ? 

A. Yes. I asked Mr. Reddy t o p r e p a r e me a 

p o r o s i t y f o o t map, and as an e n g i n e e r t h a t ' s what 

I'm p r i m a r i l y i n t e r e s t e d i n , and I wanted a l l o f t h e 

d o l o m i t e p o r o s i t i e s below minus 4,001 so t h a t I 

c o u l d g e t a v o l u m e t r i c w h i c h I c o u l d g e t my hands 

on . 

Q. I n t h i s c a l c u l a t i o n have you f a c t o r e d i n a 

w a t e r t a b l e anywhere? 

A. No . 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER CATANACH: I j u s t have one q u e s t i o n . 

EXAMINATION 

BY MR. CATANACH: 

Q. Mr. Sanders, based on t h e r e s e r v e 

c a l c u l a t i o n s f o r t h e e a s t h a l f o f S e c t i o n 25, w h i c h 

a r e o v e r a m i l l i o n s t o c k t a n k b a r r e l s . I'm s o r r y , 

o r i g i n a l o i l i n p l a c e ? 

A. R i g h t . 

Q. Would t h e e a s t h a l f -- w o u l d a s t a n d up 
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e a s t h a l f u n i t j u s t i f y t h e d r i l l i n g o f a w e l l on t h e 

e a s t h a l f t o c o v e r up t h o s e r e s e r v e s ? 

A. I d o n ' t know t h e answer t o t h a t q u e s t i o n 

because as we m e n t i o n e d a w h i l e ago, we have n o t 

d e f i n e d d e f i n i t e l y where t h e o i l / w a t e r c o n t a c t i s i n 

t h a t a r e a , and I do n o t c o n s i d e r t h a t t h e d r i l l stem 

t e s t i n t h e Coquina Number 1 i n t h e n o r t h w e s t 

q u a r t e r -- l e t ' s see, t h a t w o u l d be C l o c a t i o n i n 

t h e n o r t h w e s t q u a r t e r -- w o u l d be enough t o say t h i s 

i s w a t e r because we have seen o t h e r DST, as was 

p o i n t e d o u t , where w a t e r was o b t a i n e d and l a t e r t h e 

w e l l was p e r f o r a t e d i n t h a t same i n t e r v a l f o r 

p r o d u c t i o n . 

I n f a c t , t h e P r i c k l y Pear Number 1, t h e 

f i r s t t h r e e h o u r s t h a t t h a t w e l l was swabbed -- now, 

keep i n mind t h e Coquina w e l l we made a t o t a l o f 21 

b a r r e l s o f w a t e r on t h a t d r i l l stem t e s t , and we had 

t h e same i n i t i a l and e n d i n g b o t t o m h o l e p r e s s u r e , 

so, you know, you do have p e r m e a b i l i t y t h e r e . 

You p o s s i b l y had a l i t t l e b i t o f f o r m a t i o n 

damage f r o m f i l t r a t e s because y o u r f l o w i n g p r e s s u r e 

d i d i n c r e a s e d u r i n g t h e t e s t , b u t g e t t i n g back t o 

t h e P r i c k l y Pear w e l l , t h e f i r s t t h r e e h o u r s , and 

t h i s i s one and a q u a r t e r hour d r i l l stem t e s t — 

t h e f i r s t t h r e e h o u r s t h a t w e l l was swabbed t h e y 
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swabbed 43, t w i c e as much w a t e r w i t h a s k i m o f o i l , 

t h a t ' s i t . 

The n e x t 24 ho u r s t h e y p r o d u c e d 520 b a r r e l s 

w i t h no m e n t i o n o f any o i l , and i n t h e n e x t 24 h o u r s 

t h e y r e c o v e r e d 634 b a r r e l s w i t h t h r e e p e r c e n t o i l 

c u t . 

Now, w i t h a r e s e r v o i r t h a t i s so w a t e r 

d o m i n a t e d , as Yates has p r o v e n , you have t o g e t t h a t 

w a t e r moving f o r a p e r i o d o f t i m e b e f o r e t h i n g s 

l e v e l o u t and you know what you have. Now, a d r i l l 

stem t e s t w i l l n o t c u t i t , and n e i t h e r w o u l d a 

24-hour p r o d u c t i o n t e s t , w h i c h i s what I s u s p e c t 

happened p o s s i b l y i n t h e case o f M a r a t h o n down i n 

S e c t i o n 36. 

We're n o t a b l e t o g e t t h e d e t a i l s , I w i s h 

we were, o f what a l l went on t h e r e . We know t h e y 

p e r f o r a t e d t h e r i g h t p o r o u s zones, b u t we d o n ' t know 

what t h e y r e c o v e r e d . So w i t h t h i s k i n d o f 

i n f o r m a t i o n on t h e P r i c k l y Pear w e l l , I w o u l d say we 

d o n ' t know where t h a t w a t e r / o i l c o n t a c t i s . 

I h a v e n ' t seen any e v i d e n c e f r o m e i t h e r 

g e o l o g i s t a c t u a l l y , o r y o u r -- o r Yates s i d e --

w h i c h w o u l d say where t h a t w a t e r / o i l c o n t a c t i s . So 

i t i s e n t i r e l y p o s s i b l e t h a t you c o u l d j u s t i f y 

d r i l l i n g on t h e e a s t h a l f b u t o n l y a f t e r you had 
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p r o g r e s s e d and p r o v e n some o f t h e s e p o i n t s as t o 

r o c k d e v e l o p m e n t and w a t e r t a b l e . 

EXAMINER CATANACH: T h a t ' s a l l I have. 

A n y t h i n g f u r t h e r ? 

MR. KELLAHIN: No, s i r . 

EXAMINER CATANACH: The w i t n e s s may be ex c u s e d 

ROY MCKAY, 

t h e W i t n e s s h e r e i n , b e i n g p r e v i o u s l y d u l y s w o r n , was 

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. McKay, f o r t h e r e c o r d , w o u l d you p l e a s e 

s t a t e y o u r name and o c c u p a t i o n ? 

A. Roy McKay. I'm an i n d e p e n d e n t o i l p r o d u c e r 

i n R o s w e l l , New Mexic o . 

Q. The name o f y o u r company i s McKay --

A. O i l C o r p o r a t i o n . 

Q. -- O i l C o r p o r a t i o n . And y o u ' r e t h e 

p r e s i d e n t o f t h a t c o r p o r a t i o n ? 

A. Yes. 

Q. Summarize f o r us t h e l e v e l o f i n v o l v e m e n t 

you have i n s o u t h e a s t e r n New Mexico as an 

i n d e p e n d e n t o i l and gas o p e r a t o r ? 

A. I o p e r a t e o v e r 100 w e l l s . I c o n t r o l o v e r 

100,000 a c r e s o f p r o p e r t i e s , l e a s e s . I ' v e been i n 
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b u s i n e s s f o r 22 y e a r s as j u s t a s m a l l - t i m e o p e r a t o r . 

Q. When we l o o k a t y o u r l e a s e h o l d p o s i t i o n i n 

S e c t i o n 25 i n t h e South Dagger Draw P o o l , f r o m y o u r 

p e r s p e c t i v e , t e l l us how you e n v i s i o n e d i t s 

d e v e l o p m e n t as you've watched t h e South Dagger Draw 

b e i n g d e v e l o p e d ? 

A. To be r e a l b r i e f , I a c q u i r e d t h i s l e a s e i n 

t h e '70s w i t h t h e i d e a s o f d r i l l i n g a Morrow w e l l o f 

w h i c h -- a t t h a t t i m e I was n o t an o p e r a t o r and g o t 

a s s i g n e d t o be t h e o p e r a t o r by Sun O i l Company, and 

we d r i l l e d a w e l l w h i c h had a b e t t e r zone i n t h e 

A t o k a t h a n i t d i d i n t h e Morrow, and so we have been 

p r o d u c i n g t h a t w e l l s i n c e -- s i n c e t h a t t i m e . 

I have been w a t c h i n g t h e Dagger Draw 

d e v e l o p as w e l l as r e a l i z i n g t h a t we had a Morrow 

zone, and we s t i l l have n o t p r o d u c e d i n what we c a l l 

t h e C h a r o l e t t e McKay Fed. Number 1. 

A b o u t , oh, m i d d l e o f l a s t y e a r , one o f 

Yates l a n d p e o p l e c a l l e d me and wanted t o buy one o f 

t h e h o l e s , o r t h e h o l e -- a c t u a l l y , t h e y w a n t e d t o 

buy t h e l e a s e . I t h o u g h t t h e y were w a n t i n g t o buy 

i t f o r a w a t e r d i s p o s a l w e l l , and I t h o u g h t w e l l , --

I d i d n ' t t h i n k a whole l o t a b o u t t h e i d e a , b u t went 

ahead and d i s c u s s e d and t h o u g h t , w e l l , I had h e a r d 

some p r e t t y good p r i c e s on w a t e r d i s p o s a l w e l l s and 
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maybe i f t h e y come up and o f f e r some money f o r i t 

t h e n t h e r e may be some a d v a n t a g e t o i t . 

We have been l o o k i n g a t -- a l o t o f t h i n g s 

t h a t I do i s I d o n ' t have a g e o l o g i s t on s t a f f . I 

do a l o t o f McKayology, w h i c h i s my own t h i n k i n g o f 

what happens, c l o s e i n d e a l s , and t h i n g s o f t h a t 

s o r t , b u t I ' v e had g e o l o g y i n c o l l e g e . 

By t h e way, I'm a g r a d u a t e o f New Mexico 

S t a t e s U n i v e r s i t y 1967 c l a s s . I a l s o happen t o have 

a BBA, b a c h e l o r o f b u s i n e s s a d m i n i s t r a t i o n . I was 

a l s o a p e t r o l e u m l a n d m a n - t r a i n e d - t y p e d p e r s o n w h i c h 

t o o k i n g e o l o g y , and I was a p r e - e n g i n e e r i n g s t u d e n t 

b e f o r e t h a t . So I'm a j a c k o f a l l t r a d e s as i t 

t u r n s o u t i n t h i s b u s i n e s s . So I do a l o t o f my own 

g e o l o g y . 

I had done some i d e a s o r t h i n k i n g a b o u t 

what was t a k i n g p l a c e down her e a s i d e f r o m q u e s t i o n 

mark, what a r e we g o i n g t o do w i t h t h e l e a s e , t h e 

Morrow r e c o m p l e t i o n i n i t ? And I went a b o u t g e t t i n g 

w i t h my p a r t n e r s , and t h e y b a s i c a l l y d i d n o t want t o 

do a n y t h i n g . 

So I went a b o u t , and i t t o o k a b o u t a 

y e a r t o buy them a l l o u t , and as o f r i g h t now I 

t h i n k I own 100 p e r c e n t o f t h e l e a s e o f t h e 440 

a c r e s t h a t ' s h e r e . 
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Q. How w o u l d you l i k e t o see t h i s s e c t i o n 

d e v e l o p e d a t t h i s t i m e w i t h t h e i n f o r m a t i o n t h a t ' s 

been p r o v i d e d t o you by y o u r c o n s u l t a n t s ? 

A. W e l l , my whole i d e a was t h a t we were e i t h e r 

g o i n g t o r e e n t e r t h e Coquina w e l l . As I saw t h e 

Dagger Draw coming down t h r o u g h h e r e , I had done my 

K a y o l o g y w h i c h i n d i c a t e d t h a t some o f t h e s e w e l l s i n 

S e c t i o n 26 i s as p o s s i b l y gassy s i t u a t i o n , b u t as 

t h e d e v e l o p m e n t o f t h e o i l w e l l was coming on 

t h r o u g h o r i g i n a l l y , I t h o u g h t w e l l , t h e s e w e l l s may 

be i n t h e 100, 200 b a r r e l b r a c k e t . Q u e s t i o n mark, 

do you d r i l l a new w e l l i n t h e n o r t h w e s t o f t h e 

n o r t h w e s t , o r do you r e e n t e r t h e Coquina? 

I t was o u r o p i n i o n t h a t p o s s i b l y t h e 

Coquina had n o t been t o t a l l y t e s t e d t o o u r 

s a t i s f a c t i o n . N e g o t i a t i o n s c o n t i n u e d w i t h Y a t e s 

and, o f c o u r s e , by t h a t t i m e a l o t o f o i l companies 

were d i s c u s s i n g d e a l s w i t h us, and i t g o t -- a l m o s t 

g o t o u t o f hand as t o what a r e we g o i n g t o do w i t h 

t h e s i t u a t i o n . 

The buy -- t h i s summer w e l l , I had a l s o 

t a l k e d l a s t y e a r w i t h George Reddy and f o u n d o u t 

t h a t he had done work i n a b o u t '77 f o r Roger Hanks 

and knew q u i t e a b o u t t h e a r e a f r o m t h e o l d p l a c e , 

and t h e r e f o r e , I knew a t some p o i n t i n t i m e I w o u l d 
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h i r e him. 

So I t a l k e d t o him i n May o f t h i s y e a r 

a b o u t , hey, t h i s i s g o i n g t o have t o g e t a l i t t l e 

more s e r i o u s . We're g o i n g t o have t o g e t some r e a l 

d e t a i l e d g e o l o g y b e f o r e I s t a r t d r i l l i n g a w e l l , o r 

b e f o r e I f a r m o u t t o somebody, w h i c h i s t h e case o f 

a l o t o f p e o p l e w a n t i n g t o do. 

And t h e g e o l o g i c maps, as you have seen, 

t u r n e d o u t t o make my p r o p e r t y l o o k a w h o l e l o t 

b e t t e r t h a n I ' d e v e r even dreamed o f . I had n o t 

r e a l l y e v e r done a n y t h i n g t h a t d e t a i l e d . The f i r s t 

p a r t o f t h i s y e a r M a r a t h o n had d r i l l e d a w e l l s o u t h 

o f u s , and i t showed up as a P I -- as a gas w e l l 

a b o u t a m i l l i o n a day. So, I s t a r t e d l o o k i n g a t 

t h a t , and t h e n I l o o k e d a t t h e w e l l s i n 26, and t h i s 

was a l l h a p p e n i n g a b o u t s i m u l t a n e o u s -- a b o u t t h e 

t i m e Yates comes i n and says we want t o d r i l l a w e l l 

i n t h e s o u t h w e s t o f t h e s o u t h w e s t , and my i n i t i a l 

r e a c t i o n why w o u l d you want t o d r i l l a w e l l i n t h e 

s o u t h w e s t s o u t h w e s t ? 

The b e s t I c o u l d do w i t h McKayology was 

draw a s t r a i g h t l i n e a c r o s s a l l t h a t and see gas. 

My i n i t i a l r e a c t i o n t o t h i s t h i n g was, Hey, we c a n ' t 

have a -- and t h e p r o p o s a l was Yates wanted a west 

h a l f p r o r a t i o n u n i t , and my u n d e r s t a n d i n g o f t h e 
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r u l e s , I ' v e been t o l d , and c h e c k e d , and e v e r y t h i n g I 

can come o u t w i t h , i f you have a gas 3 2 0 - a c r e 

p r o r a t i o n u n i t , you c a n n o t have a s i m u l t a n e o u s o i l 

p r o r a t i o n i n t h e same p r o r a t i o n u n i t . 

T h e r e f o r e , I s a i d , w e l l , heck, I'm g o i n g t o 

g e t my o i l and i t ' s n o t g o i n g t o be p r o d u c e d . So we 

were t r y i n g t o g e t t h e s e t h i n g s worked o u t . W e l l 

a l l o f a sudden a f t e r t h e m i s t o f c o n v e r s a t i o n s and 

p r o b a b l y t h e b u l k o f what has been p r e s e n t e d by 

Mecca, and t i m e w i s e I d i d n ' t g e t t h a t d e t a i l on a l l 

o f t h i s , b u t t h e r e was a l o t o f t a l k g o i n g on 

between them and us and o t h e r companies. And i t 

f i n a l l y changed f r o m a w a t e r d i s p o s a l w e l l t o t h a t 

t h e y a b s o l u t e l y wanted t h e l e a s e , and a f t e r t h a t 

what was t h e t e r m s g o i n g t o be. 

Q. L e t ' s summarize t h e f a c t t h a t we c o u l d n o t 

a g r e e on t e r m s . 

A. I t a l l come t o g e t h e r and we c o u l d n o t come 

t o t e r m s on a n y t h i n g , and we wanted an a b s o l u t e 

n o r t h w e s t n o r t h w e s t l o c a t i o n by t h e t i m e we g o t 

t h r o u g h w i t h a l l o ur g e o l o g y . 

Q. And t h e y d i d n o t ? 

A. And t h e y d i d n o t . 

Q. And t h e r e was a d i s a g r e e m e n t a b o u t t h e 

o r i e n t a t i o n --
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A. O r i e n t a t i o n o f t h e s p a c i n g u n i t was 

b a s i c a l l y t h e whole d e a l . Many, many c a l l s and 

ne v e r w o u l d Yates g i v e me a n o r t h w e s t n o r t h w e s t 

g u a r a n t e e t h a t t h e y w o u l d d r i l l t h a t w e l l . 

Q. L e t ' s document f o r t h e r e c o r d t h e AFE t h a t 

you've s u b m i t t e d t o Yates so t h e e x a m i n e r , i f he 

chooses t o a p p r o v e y o u r a p p l i c a t i o n , w i l l have i t i n 

t h e r e c o r d as a r e f e r e n c e p o i n t . Have you i n c l u d e d 

i t as p a r t o f t h e package o f w e l l p r o p o s a l s t o 

Yates? I t h i n k i t ' s marked as t h e package 

E x h i b i t 27. There s h o u l d be some --

A. They s h o u l d be i n t h e r e , y e s . And a l s o 

some t r a n s m i t t a l s l e t t e r August 5, 1991 t o Mecca a t 

Yates on Aug u s t -- t h a t happened -- t h a t was an 

agreement t o go ahead and f a r m o u t t h e s o u t h e a s t 

q u a r t e r t o them under Y a t e s ' t e r m s i f t h e y w o u l d go 

ahead and do a s o u t h h a l f u n i t . We t h e n had t h e 

p r o p o s i n g o f w e l l s i n t h e n o r t h w e s t q u a r t e r . T h a t 

was under l e t t e r August 5, 1991, a g a i n . T h a t was t o 

Mecca. 

Q. Th a t i n c l u d e d t h e AFE, d i d i t n o t ? 

A. And t h a t i n c l u d e d t h e AFE. Th a t was f r o m 

Ji m S c h u l t z v i c e p r e s i d e n t o f l a n d f o r McKay O i l . 

Q. D i d you have any d i s a g r e e m e n t w i t h Y a t e s 

a b o u t t h e o v e r h e a d c h a r g e s t h a t o u g h t t o be a p p l i e d 
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r e g a r d l e s s o f w h i c h p a r t y i s s e l e c t e d t o o p e r a t e ? 

A. No. We d i d n o t have any m a j o r p r o b l e m s 

t h a t c o u l d n o t have been r e s o l v e d o r a n y t h i n g l i k e 

t h a t . The m a j o r p r o b l e m was we d i d n o t f e e l t h a t we 

were g e t t i n g a f a i r shake i n t h e d r i l l i n g o f t h e 

w e l l . I n f a c t , i t went so f a r as t h e y w o u l d n ' t even 

a l l o w us t o p a r t i c i p a t e . 

We s a i d we w i l l p a r t i c i p a t e w i t h y o u , t h a t 

was n o t a c c e p t a b l e and t h e y wanted t o f a r m o u t , and 

my c o n c l u s i o n a t t h a t p o i n t i n t i m e was, t h e i r w h o l e 

i n t e n t i o n was t o d r i l l t h e s o u t h w e s t o f t h e 

s o u t h w e s t , and based on e v e r y b i t o f g e o l o g y t h a t I 

had done and what e v e r y b o d y e l s e has come up w i t h 

t h a t I ' v e h i r e d t o do t h i s j o b , t h a t ' s g o i n g t o be a 

gas we11. 

Tha t gas w e l l w o u l d p r e c l u d e any o i l 

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

t h a t v i e w p o i n t I'm had. And based on t h e 

c a l c u l a t i o n s we come up w i t h t h e r e was 1.5 m i l l i o n 

b a r r e l s o f o i l i n p l a c e by o u t s i d e e n g i n e e r 

e v a l u a t i o n , and a t o t a l o f 2.5 b i l l i o n -- 2.5 

m i l l i o n b a r r e l s o f o i l i n p l a c e on t h e wh o l e n o r t h 

h a l f , and, a g a i n , I have a g r e e d t o p a r t i c i p a t e , f a r m 

o u t t h e s o u t h h a l f , do w h a t e v e r i s n e c e s s a r y . 

I t was my whole i n t e n t i o n b e f o r e I g o t t h i s 
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f o r c e p o o l i n g t h i n g t h a t t h e y came up w i t h -- t h a t 

we c o n c e i v a b l y w o u l d do t h e n o r t h h a l f , t h e y c o u l d 

do t h e s o u t h h a l f . 

Q. And we've n o t been a b l e t o r e s o l v e t h a t ? 

A. And we've n o t been a b l e t o r e s o l v e t h a t . 

Q. L e t me ask you t o i d e n t i f y f o r me t h e 

d i s p l a y and t h e s i g n i f i c a n c e o f t h e c o l o r codes f o r 

E x h i b i t 26. What i s shown on t h i s ? 

A. The g r e e n d o t s r e p r e s e n t t h e p r o p o s e d 

l o c a t i o n by Y a t e s . The y e l l o w i n d i c a t e s p r o d u c i n g 

gas w e l l s . And i f you t a k e n o t i c e , t h e n o r t h e a s t 

q u a r t e r and t h e n o r t h w e s t q u a r t e r , b o t h have two 

w e l l s t h a t a r e d e s i g n a t e d now as gas w e l l s . 

Q. The Examiner has, under t h e p o o l i n g 

a p p l i c a t i o n s , asked t o make an assessment o f t h e 

p e n a l t y f a c t o r . Mr. Beck e a r l i e r t o d a y r e q u e s t e d a 

200 p e r c e n t p e n a l t y f a c t o r f o r t h e a p p r o v a l o f h i s 

a p p l i c a t i o n . 

A. I can u n d e r s t a n d t h a t because t h a t i s a 

v e r y r i s k y l o c a t i o n . 

Q. What i s y o u r r e commendation t o t h e Examiner 

f o r a p e n a l t y f a c t o r t o a p p l y i f t h e Examiner 

a p p r o v e s y o u r w e l l l o c a t i o n and a n o r t h h a l f s p a c i n g 

u n i t ? 

A. I ' d have no p r o b l e m w i t h 125 p e r c e n t . I 
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d o n ' t see t h a t t h e r e ' s much r i s k a t a l l i n t h a t 

w e i 1 . 

MR. KELLAHIN: Th a t c o n c l u d e s my e x a m i n a t i o n 

o f Mr. McKay. We move t h e i n t r o d u c t i o n o f h i s 

E x h i b i t s 26 and t h e c o r r e s p o n d e n c e c o n t a i n e d i n 

E x h i b i t 27? 

A. I d i d n ' t p o i n t o u t , we do own 87 and a h a l f 

p e r c e n t o f t h a t . So, t h e r e f o r e , t h e y ' r e l o c a t e d t o 

t h e e a s t . Whether t h e y want t o p a r t i c i p a t e o r n o t 

w o u l d be up t o them. 

EXAMINER CATANACH: E x h i b i t s 26 and 27 w i l l be 

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

(McKay O i l C o r p o r a t i o n E x h i b i t s 26 

and 37 were a d m i t t e d i n e v i d e n c e . ) 

EXAMINER CATANACH: Mr. Ca r r ? 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. McKay, you i n d i c a t e d you o p e r a t e d a 

number o f w e l l s i n New Mexi c o . A p p r o x i m a t e l y how 

many d i d you say you o p e r a t e d ? 

A. I t h i n k i t ' s p r o b a b l y o v e r 100. 

Q. How many o f t h o s e w e l l s o r i n t h e Dagger 

Draw? 

A. None. 

Q. T h i s w o u l d be --
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A. W e l l , q u e s t i o n , we do o p e r a t e t h e Morrow 

t h e r e . 

Q. But n o t i n t h e -- t h e Morrow i s n o t p a r t o f 

t h e S o uth Dagger Draw Upper Penn? 

A . No . 

Q. So t h i s w o u l d be y o u r f i r s t w e l l ? 

A. Yeah. 

Q. You do o p e r a t e t h a t Morrow w e l l i n t h e — 

A. I t ' s a c t u a l l y i n t h e A t o k a r i g h t now. 

Q. And t h a t i s t h e w e l l i n t h e n o r t h e a s t o f 

25? 

A. Yes. 

Q. And what a c r e a g e i s d e d i c a t e d t o t h a t w e l l 

r i g h t now? 

A. East h a l f . 

Q. So you've g o t e a s t h a l f d e d i c a t i o n . T h a t ' s 

a f e d e r a l l e a s e ? 

A. Yes. 

Q. I s t h e whole s e c t i o n f e d e r a l , o r i s t h e 80 

a c r e s on t h e ex t r e m e west f e e l a n d ? 

A. The s o u t h w e s t o f t h e n o r t h w e s t , and t h e 

n o r t h w e s t o f t h e s o u t h w e s t i s f e e a c r e a g e t h a t 

Y a t e s , I b e l i e v e , has t h e l e a s e on. 

Q. A l l r i g h t . So what we'd have -- i f y o u r 

p r o p o s a l i s g r a n t e d and e a s t h a l f d e d i c a t i o n i n t h e 
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A t o k a and n o r t h h a l f d e d i c a t i o n i n t h i s Upper Penn? 

A. Yeah. I d o n ' t see t h a t t h a t w o u l d be a 

p r o b l e m f r o m t h e s e v e r a n c e o f t h e h o r i z o n s t h a t 

e x i s t t h e r e . A t l e a s t n o t f r o m t h e BLM's v i e w p o i n t . 

Q. Now, i n te r m s o f o p e r a t i n g a w e l l i n t h i s 

a r e a , you w o u l d a g r e e w i t h me, w o u l d n ' t y o u , t h a t 

a l l t h e w e l l s p r o d u c e some w a t e r i n t h i s Upper Penn? 

A. Yes. 

Q. What a r r a n g e m e n t s have you made f o r t h e 

d i s p o s a l o f w a t e r f r o m t h e w e l l s you w o u l d o p e r a t e 

i n t h e Upper Penn? 

A. A t t h i s p o i n t i n t i m e I h a v e n ' t made any 

a r r a n g e m e n t s . I have i d e a s what I may do. As you 

know, t h e r e i s a w a t e r d i s p o s a l w e l l -- maybe you 

d o n ' t know -- i n t h e n o r t h h a l f o f 24 t h a t I may 

make a d e a l on t h a t , o r i f Yates wants t o work 

s o m e t h i n g we can work o u t a f e e f o r them. 

Q. But a t t h i s t i m e you d o n ' t have any p l a n on 

t h e w a t e r d i s p o s a l ? 

A. I have n o t t o t a l l y d e c i d e d w h i c h way I'm 

g o i n g . I d o n ' t even know who my p a r t n e r i s g o i n g t o 

be f o r d r i l l i n g t h i s t h i n g . 

Q. Okay. The gas t h a t w o u l d be p r o d u c e d w o u l d 

p r o b a b l y be s o u r gas and t h e r e w o u l d be some gas 

produced? 
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A. Yes. 

Q. Have you made any a r r a n g e m e n t s w i t h anyone 

c o n c e r n i n g t h e s w e e t e n i n g o r p r o c e s s i n g o f t h i s gas? 

A. Not t o t a l l y . W e ' l l p r o b a b l y go w i t h 

P h i l l i p s i f we d o n ' t make a d e a l w i t h Yates o r make 

a d e a l w i t h Newberg. 

Q. Okay. And have you s a t i s f i e d y o u r s e l f t h a t 

t h e r e ' s c a p a c i t y i n t h e P h i l l i p s s y s t e m t o t a k e t h e 

gas a t t h i s t i m e ? 

A. I have n o t m y s e l f , no. 

Q. Okay. 

A. I w i l l p o i n t o u t t o t h a t p a r t i c u l a r p o i n t 

t h e r e a r e two l o c a t i o n s . You a l l do n o t know them 

b u t t h e y ' r e i n t h e west h a l f o f t h e west h a l f o f t h e 

n o r t h -- west h a l f o f t h e n o r t h w e s t q u a r t e r o f 24. 

Newberg has s t a k e d two more l o c a t i o n s and 

t h e y s h o u l d be d r i l l i n g w i t h i n t h e n e x t week o r 

t w o . T h e y ' r e g o i n g t o have a s y s t e m t h a t goes up t o 

t h e i r w e l l s t h a t a r e up i n S e c t i o n 6 and S e c t i o n 5 

o f 1925, so i f I want t o s e l l t h r o u g h them t h a t ' s 

j u s t g o i n g t o be j u s t a m a t t e r o f who's g o i n g t o be 

a r o u n d t h a t wants t o t a k e i t . 

Q. And have you d i s c u s s e d t h a t w i t h Newberg? 

A. Oh, yeah. 

Q. I s Newberg one o f y o u r p a r t n e r s i n t h e 
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a c r e a g e w h i c h i s i n v o l v e d i n t h i s --

A. They c o u l d be b u t t h e y ' r e n o t now. 

Q. Now, i n t e r m s o f moving t h e gas, who's 

g a t h e r i n g s y s t e m w o u l d you t i e i n t o ? Have you 

d e c i d e d t h a t y e t ? 

A. No. A g a i n , i t may be a t i e i n w i t h 

Newberg, o r e l s e w e ' l l go o v e r t o P h i l l i p s . 

Q. Are t h o s e g a t h e r i n g systems h i g h p r e s s u r e ? 

A. I r e a l l y d o n ' t know. I h a v e n ' t 

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

Q. I n c o m p l e t i n g t h e w e l l , w o u l d you 

a n t i c i p a t e p u t t i n g a s u b m e r s i b l e pump i n t h e w e l l ? 

A. Yeah. 

Q. And i f you were c o n f r o n t e d w i t h a h i g h 

p r e s s u r e s y s t e m you'd a l s o have t o p u t c o m p r e s s i o n 

on t h e w e l l , w o u l d you n o t ? 

A. T h a t w o u l d be up t o t h e e n g i n e e r s . I'm 

s u r e t h a t ' s what --

Q. Do you know i f c o s t f o r c o m p r e s s i o n was 

c o n s i d e r e d i n t h e AFE a t a l l , o r a r e we j u s t n o t 

t h a t f a r a l o n g i n t h e p l a n n i n g ? 

A. I h a v e n ' t g o t t e n t h a t f a r r e a l l y f r o m 

e n g i n e e r i n g . I mean, t h a t ' s -- c o n s u l t a n t s can t a k e 

c a r e o f t h a t . 

Q. A l l r i g h t . Yoju've p u t a g o l d d o t , I t h i n k , 
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o v e r t h e Coquina w e l l ; i s t h a t c o r r e c t ? 

A. Yes. 

Q. Have you made a d e c i s i o n y e t on w h e t h e r o r 

no t y o u ' r e g o i n g t o go i n t o t h a t ? 

A. W e l l , I w o u l d a l r e a d y be d r i l l i n g e x c e p t 

t h e OCD t o l d me n o t t o , so I w a i t e d on t h i s h e a r i n g 

t o g e t o v e r w i t h . I had a r i g r e a d y t o go. We're 

p r e t t y -- r i g h t now I guess what we do i s d r i l l t h e 

n o r t h w e s t t o n o r t h w e s t once we g e t a p p r o v a l . R i g h t 

now we're j u s t s i t t i n g l e t t i n g i t d r a i n us. I t a k e 

t h a t back. Yates i s d o i n g , I t h i n k , d o i n g t h e i r 

t h i n g . I'm s o r r y . I d i d n ' t mean t o say t h a t . 

Q. When you d r i l l a w e l l and c o m p l e t e i t you 

need t o t e s t t h a t w e l l , do you n o t ? 

A. I'm s o r r y , I d i d n ' t hear t h e q u e s t i o n . 

Q. A f t e r d r i l l i n g : t h e w e l l you t e s t i t . 

T h a t ' s what i s h a p p e n i n g on t h e P r i c k l y Pear I 

g a t h e r ? 

A. I d o n ' t have C a r l . L e t me back up. I 

d i d n ' t f i n i s h up t h e d e a l . I n t e r m s o f gas 

g a t h e r i n g systems and suc h , I , a t l e a s t , need t o p u t 

t h i s on t h e r e c o r d . We do o p e r a t e o v e r 60 m i l e s o f 

p i p e l i n e anyway. I t ' s n o t s o m e t h i n g new we c a n ' t do 

o u r s e l v e s . I mean, i t ' s a m a t t e r o f e c o n o m i c s , 

okay? 
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Q. Okay. 

A. Th a t t a k e s c a r e o f t h a t p i p e l i n e p a r t . We 

ar e -- we do have t h a t p a r t t a k e n c a r e o f i f we had 

t o . 

Q. How f a r w o u l d you have t o l a y a l i n e i f you 

were j u s t l a y i n g i t y o u r s e l f ? 

A. I h a v e n ' t i n v e s t i g a t e d t h a t y e t . 

Q. Do you have a l i n e i n c l o s e p r o x i m i t y t o 

t h e s e w e l l s ? 

A. No . 

Q. So you'd have t o l a y and --

A. Yeah, uh-huh. 

Q. And so t h e l o n g e r t h e l i n e t h e g r e a t e r t h e 

economic c o n s i d e r a t i o n w o u l d be? 

A. Uh-huh. 

Q. Okay. 

A. I t a l m o s t makes us have i s t i e i n w i t h 

Newberg i f Yates d o n ' t p l a y w i t h us. 

Q. Yates i s one o f t h e p a r t i e s y o u ' r e 

c o n s i d e r i n g t y i n g i n w i t h ? 

A. I f t h e y own p a r t o f i t -- t h e y ' r e g o i n g t o 

own p a r t o f i t e i t h e r way we c u t i t . 

Q. How soon do you p l a n t o go f o r w a r d w i t h t h e 

d r i l l i n g o f t h e w e l l s h o u l d you p r e v a i l ? R i g h t 

away? 
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A. As soon as t h e y say y e s . 

Q. And when y o u ' r e d r i l l i n g and c o m p l e t e t h e 

w e l l , w o u l d you have a g a t h e r i n g l i n e p r e s e n t a t t h e 

t i m e you c o m p l e t e d -- b e f o r e you t e s t t h e w e l l ? 

A. I'm n o t s u r e o f t h a t . 

Q. Would you c o n s i d e r f l a r i n g t h e gas a t t h a t 

t i m e w h i l e t e s t i n g ? 

A. I'm n o t s u r e what we'd do a t t h a t t i m e . 

Q. Your p l a n s j u s t a r e n ' t t h a t d e f i n i t e ? 

A. We d o n ' t even know i f we're g o i n g t o g e t t o 

d r i l l i t . 

Q. I n te r m s o f f l a r i n g gas o f t h i s n a t u r e --

A. I w o u l d n ' t t h i n k you w o u l d want t o do t h a t 

w i t h s u l p h u r gas, you know, b u t I d o n ' t know t h e 

who l e game down t h e r e . 

Q. And why i s t h a t , a i r q u a l i t y p r o b l e m s ? 

A. I w o u l d t h i n k t h a t w o u l d be a p r o b l e m . 

Q. I f t h a t was a p r o b l e m , w o u l d n ' t you want t o 

have a g a t h e r i n g l i n e i n t h e r e b e f o r e you 

a c t u a l l y --

A. You'd have t o have b e f o r e hand. T y p i c a l l y 

most o f t h e g a t h e r i n g systems i n t h e w e l l I d r i l l , 

w h i c h i s m o s t l y i n t h e Abo, I have a p i p e l i n e t h e r e 

when I f r a c t t h e w e l l one way o r t h e o t h e r . 

Q. And i f you d o n ' t you can say t h a t . Have 
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you g o t t e n t o t h e p o i n t where you know w h e t h e r you 

have a p i p e l i n e i n here? 

A. No, uh-uh. 

MR. CARR: T h a t ' s a l l I have. 

EXAMINER CATANACH: J u s t one, Mr. McKay. 

EXAMINATION 

BY MR. CATANACH: 

Q. I f y o u r a p p l i c a t i o n i s a p p r o v e d , a r e you 

g o i n g t o r e e n t e r t h a t Coquina w e l l , o r a r e you g o i n g 

t o d r i l l a new w e l l ? 

A. A f t e r l o o k i n g t h i s o v e r , I t h i n k I p r o b a b l y 

w o u l d go ahead and d r i l l a new w e l l f i r s t , and I say 

t h a t because t h e d a t a t h a t I saw on t h e c u r r e n t 

p r o d u c t i o n o f t h e o f f s e t w e l l , I a l m o s t have t o g e t 

on w i t h i t , you know. 

EXAMINER CATANACH: Mr. K e l l a h i n , d i d we g e t 

t h o s e o v e r h e a d r a t e s i n ? 

MR. KELLAHIN: I t h o u g h t t h e r e were --

THE WITNESS: There were 5400 d r i l l i n g i n 540 

m o n t h l y . T h a t ' s what's Y a t e s , and t h e r e ' s no 

p r o b l e m w i t h t h a t . 

EXAMINER CATANACH: T h a t ' s a l l I have. 

MR. STOVALL: Don't r u n away Mr. McKay. I 

want t o l o o k a t s o m e t h i n g i f Mr. K e l l a h i n can f i n d 

i t . 
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EXAMINER CATANACH: The w i t n e s s may be 

ex c u s e d . B r i e f c l o s i n g s t a t e m e n t s , g e n t l e m e n ? 

MR. KELLAHIN: W e l l , one c l e a n u p m a t t e r . I 

have n e g l e c t e d t o b r i n g my c e r t i f i c a t e on t h e 

n o t i c e . W i t h Mr. C a r r ' s p e r m i s s i o n I ' d l i k e t o 

s u b m i t i t p o s t h e a r i n g . 

EXAMINER CATANACH: A b s o l u t e l y . 

MR. STOVALL: I s t h e r e a n o t i c e p r o b a b l e ? 

MR. CARR: I ' l l w a i v e n o t i c e . We're h e r e and 

w e ' l l s t i p u l a t e we have no r e a s o n t h a t we c e r t a i n l y 

d o n ' t -- w o u l d n o t a s s e r t t h a t p r o b a b l y --

MR. KELLAHIN: There's no n o t i c e a s s e r t e d 

e i t h e r s i d e . I'm happy t o w a i v e c l o s i n g , 

Mr. Examiner. I w o u l d l i k e t o t a k e t h e o p p o r t u n i t y 

t o s u b m i t a p r o p o s e d o r d e r f o r you t o c o n s i d e r as 

p a r t o f o u r p r e s e n t a t i o n . I t h i n k t h e i s s u e s a r e 

o b v i o u s and what y o u ' r e asked t o do i s a p p a r e n t , and 

I d o n ' t know t h a t I can add a n y t h i n g t o t h e 

d i s c u s s i o n by g i v i n g a layman's p o i n t o f v i e w o f t h e 

t e c h n i c a l d a t a t h a t you need t o d e c i d e . 

EXAMINER CATANACH: I a p p r e c i a t e i t . 

MR. CARR: W e l l , y o u ' r e n o t g o i n g t o 

a p p r e c i a t e me. I'm n o t g o i n g w a i v e c l o s i n g . I f Tom 

wo u l d l i k e t o have a c l o s i n g k n o w i n g t h a t I'm g o i n g 

t o ? 
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MR. KELLAHIN: I ' v e l i s t e n e d t o you b e f o r e . 

MR. CARR: Mr. Cat a n a c h , a f t e r more t h a n a 

y e a r o f a t t e m p t i n g t o r e a c h agreement w i t h o t h e r 

owners i n t h i s s e c t i o n f o r t h e d e v e l o p m e n t o f t h i s 

p a r t i c u l a r Upper Penn P o o l , we had t o come t o you 

and seek an o r d e r f o r c e p o o l i n g t h e l a n d s . So we 

f i l e d o u r a p p l i c a t i o n . 

A t t h e r e q u e s t o f Mr. McKay we c o n t i n u e d i t 

t o t h i s day when we c o u l d a l l come b e f o r e y o u . A 

l o t o f t h i n g s , as Mr. K e l l a h i n p o i n t e d o u t i n h i s 

o p e n i n g s t a t e m e n t , a r e n o t a t i s s u e , b u t t h e 

c r i t i c a l i s s u e s a r e l a y down v e r s u s s t a n d u p u n i t s , 

and we b e l i e v e on t h i s r e c o r d t h e e v i d e n c e i s v e r y 

c l e a r , as Mr. Reddy p o i n t e d o u t , t h e west h a l f i s 

where t h e p r o d u c t i v e a c r e a g e i s , and we s u b m i t t o 

you t h a t and t h a t a l o n e s h o u l d d i c t a t e w h i c h 

p a r t i c u l a r a p p l i c a t i o n you o u g h t t o a p p r o v e . 

Mr. K e l l a h i n , on t h e o t h e r s i d e has come i n 

and s a i d , y e s , t h a t t h e r e a r e r e s e r v e s o v e r i n t h e 

e a s t h a l f o f t h e s e c t i o n . Our d a t a shows t h a t t h e 

e a s t h a l f o f t h e s e c t i o n i s w e t , and t h a t t h e r e a r e 

n o t r e s e r v e s t h e r e t h a t c o u l d be p r o d u c e d . 

You see, t h e p r o b l e m we have h e r e t o d a y i s 

we seem t o be t a l k i n g d i f f e r e n t p o o l s . Y a t e s i s 

o p e r a t i n g 80 w e l l s i n t h e p o o l , g o i n g o u t t h e r e w i t h 

HUNNICUTT REPORTING 
LINDA BUMKENS, CSR 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

178 

Mr. Beck and Mr. McWhorter d r i l l i n g and d e v e l o p i n g 

t h e r e s e r v o i r have c o n c l u d e d t h a t we have what we 

c a l l b i g w a t e r i n t h a t r e s e r v o i r , and t h a t you have 

t o be above i t . 

Even i f you've g o t t h e d o l o m i t e i f y o u ' r e 

n o t above t h e w a t e r you d o n ' t have a w e l l , and y e t 

when we go t o t h e e n g i n e e r i n g i n f o r m a t i o n p r e s e n t e d 

and t h e g e o l o g i c a l i n f o r m a t i o n p r e s e n t e d by McKay, 

t h a t p e r h a p s one o f t h e v e r y most c r i t i c a l c o r r e c t 

f a c t s f r o m a r e s e r v o i r p o i n t o f v i e w i s s i m p l y 

f o r g o t t e n . I t ' s s i m p l y o v e r l o o k e d . We have r e s e r v e 

c a l c u l a t i o n s . They d o n ' t t a k e i n t o a c c o u n t t h e 

w a t e r . We have g e o l o g y w h i c h i g n o r e s t h e w a t e r , and 

t o d e a l w i t h t h e w a t e r t o t h e e x t e n t t h a t t h e y d i d . 

They d i d some l o g c a l c u l a t i o n s . 

On t h e o t h e r hand, Mr. Beck has wo r k e d w i t h 

d r i l l stem t e s t i n f o r m a t i o n , p e r f o r a t i o n 

i n f o r m a t i o n , mud l o g s . I n f a c t , we come t o you and 

s t a n d b e f o r e you w i t h b e t t e r d a t a and s u b s t a n t i a l l y 

more e x p e r i e n c e . We f i n d w a t e r t h e r e and we t h i n k 

t h a t ' s a c o n t r o l l i n g t h i n g t h a t must be c o n s i d e r e d . 

When we do t h a t we have a b e t t e r l o c a t i o n . 

We have a 154 f e e t above t h e w a t e r i n t h e 

d o l o m i t e . The McKay l o c a t i o n has o n l y 80 f e e t . So 

we s u b m i t we s t a n d i n a b e t t e r p o s i t i o n t h e r e . 
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And as t o d r a i n a g e , I w o u l d s u b m i t when you 

l o o k a t t h i s r e c o r d you w i l l see t h a t t h e e x p e r i e n c e 

i n t h e n o r t h e a s t q u a r t e r o f 23 i s c o r r e c t , i t i s 

c o n t r o l l i n g , and i t shows t h a t we a r e n o t i n a 

s i t u a t i o n where we're g o i n g t o be d r a i n i n g t h e 

r e s e r v e s f r o m Mr. McKay. T h a t ' s n o t h i n g more t h a n 

j u s t w a v i n g a b l o o d y s h i r t i n f r o n t o f you t o t r y t o 

d e f l e c t i t f r o m , I t h i n k , t h e r e a l i s s u e i n t h i s 

case . 

We t h i n k we s t a n d b e f o r e you e n t i t l e d t o a 

p o o l i n g o r d e r p o o l i n g t h e west h a l f . We a r e 

e n t i t l e d t o i t because o f o u r e x p e r i e n c e , because o f 

t h e 80 w e l l s we o p e r a t e , because we have f a c i l i t i e s 

i n p l a c e and a p l a n and a b i l i t y t o d a y t o h a n d l e t h e 

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

t o o p e r a t e t h i s as a f i r s t r a t e o p e r a t i o n . 

We f i l e d f i r s t , we were t h e moving f o r c e i n 

d e v e l o p i n g t h e a r e a . I t was, as Mr. McKay s a i d , i t 

was o n l y a f t e r we s t a r t e d l o o k i n g a t i t t h a t t h e y 

s t a r t e d l o o k i n g a t i t . We t h i n k a s t a n d u p u n i t i s 

c o n s i s t e n t w i t h t h e g e o l o g y . I t ' s c o n s i s t e n t w i t h 

how t h i s p o o l i s d e v e l o p e d t h r o u g h o u t t h e a r e a , i f 

you w i l l l o o k . 

And f o r a l l o f t h e s e r e a s o n s we s u b m i t t h a t 

you can c a r r y o u t y o u r d u t y t o p r e v e n t w a s t e , 
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p r o t e c t c o r r e l a t i v e r i g h t s o n l y by g r a n t i n g t h e 

a p p l i c a t i o n o f Yates P e t r o l e u m C o r p o r a t i o n and 

d e n y i n g t h e a p p l i c a t i o n o f Mr. McKay. 

EXAMINER CATANACH: Mr. C a r r , d i d you a l s o 

want t o s u b m i t a r o u g h o r d e r ? 

MR. CARR: I do g e t t o do t h a t . T h i s i s n o t 

t a k e t u r n s . We w i l l s u b m i t a p r o p o s e d o r d e r , 

Mr. C a t a n a c h . 

EXAMINER CATANACH: I s t h e r e a n y t h i n g f u r t h e r 

i n t h e s e cases? There b e i n g n o t h i n g f u r t h e r , Case 

10363 and 10386 w i l l be t a k e n under a d v i s e m e n t , and 

t h i s h e a r i n g i s a d j o u r n e d . 

(The f o r e g o i n g cases were c o n c l u d e d a t t h e 

a p p r o x i m a t e hour o f 5:55 p.m.) 

I do hereby certify that the foregoing is 
a complele record of the proceedings j * V / a ^ 
the Examiner hearing of Case No. /Q22LJ> 
heard by me fen A d U » / ? _ 1 9f2L_, 

c^^hmW^ (jcdt^-d- Examiner 
OH Conservation Division 
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