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

10:01 a.m.: 

EXAMINER STOGNER: C a l l Case Number 11,355. 

MR. CARROLL: A p p l i c a t i o n of Tide West O i l 

Company f o r an unorthodox i n f i l l gas w e l l l o c a t i o n and 

simultaneous d e d i c a t i o n , Chaves County, New Mexico. 

EXAMINER STOGNER: At t h i s time I ' l l c a l l f o r 

appearances. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

the Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing 

on behalf of the Applicant, Tide West O i l Company. 

MR. CARR: May i t please the Examiner, my name i s 

Wi l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr 

and Berge, e n t e r i n g my appearance on behalf of Yates 

Petroleum Corporation. 

Yates Petroleum Corporation has another case on 

the docket. I t ' s Case 11,283, which involves an unorthodox 

l o c a t i o n o f f s e t t i n g the one proposed by Tide West i n Case 

11,3 55, and I believe i t ' s agreeable w i t h Mr. K e l l a h i n t h a t 

these cases be consolidated f o r the purpose of hearing. 

EXAMINER STOGNER: Mr. K e l l a h i n , any obje c t i o n ? 

MR. KELLAHIN: No, we concur i n the request f o r 

c o n s o l i d a t i o n . 

EXAMINER STOGNER: At t h i s time I w i l l c a l l Case 

Number 11,283. 
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MR. CARROLL: A p p l i c a t i o n of Yates Petroleum 

Corporation f o r an amendment t o D i v i s i o n Order Number 

R-9976-A a u t h o r i z i n g a l o c a t i o n change of a c e r t a i n 

unorthodox i n f i l l gas w e l l l o c a t i o n , Chaves County, New 

Mexico. 

EXAMINER STOGNER: Other than Tide West and 

Yates, are there any appearances i n e i t h e r or both of these 

cases? 

Please l e t the record show t h a t i n the Yates 

Case, 11,283 — and I'm assuming, Mr. K e l l a h i n , t h a t you're 

e n t e r i n g an appearance i n t h a t one? 

MR. KELLAHIN: Yes, Mr. Examiner. 

EXAMINER STOGNER: Okay. Do you have witnesses, 

Mr. Kellahin? 

MR. KELLAHIN: Yes, s i r , there's a c l e r i c a l 

issue — 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: — involved t h a t I would l i k e t o 

r a i s e w i t h you. I n the Yates case, 11,283, I b e l i e v e the 

se c t i o n should be 21 instead of 33. 

MR. CARR: Yes, s i r . 

MR. KELLAHIN: I beli e v e t h a t i s simply of no 

consequence. A l l the p a r t i e s involved recognize t h a t t h a t 

should have been Section 21. The only p a r t i e s t h a t have 

come forward w i t h regards t o these two cases are Yates 

STEVEN T. BRENNER, CCR 
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Petroleum and Tide West O i l Company. So as you look t o 

enter an order i n these cases, i t would be my op i n i o n t h a t 

t h a t e r r o r i s nothing more than a c l e r i c a l e r r o r and should 

not f u r t h e r delay your processing of e i t h e r of these cases. 

MR. CARR: And I concur i n t h a t statement, Mr. 

Stogner. 

EXAMINER STOGNER: I'm not going t o r u l e on t h a t 

motion j u s t y e t . I t h i n k we're prepared t o go ahead and 

hear the docket today — I mean, hear these two cases 

docketed today, and then a t the end of the proceedings 

w e ' l l make t h a t determination. 

Anything f u r t h e r , Mr. Kellahin? 

MR. KELLAHIN: No, s i r . I have two witnesses t o 

be sworn. 

MR. CARR: And I have two witnesses, Mr. Stogner. 

EXAMINER STOGNER: Okay, w i l l a l l f o u r witnesses 

please — I'm not going t o ask him t o stand. You can. 

MR. CARROLL: A l l r i g h t . 

(Thereupon, the witnesses were sworn.) 

(Off the record) 

MR. CARR: Mr. Stogner, Mr. K e l l a h i n and I have 

discussed the case, and w i t h your permission Yates w i l l 

present i t s witnesses f i r s t . 

EXAMINER STOGNER: Well, w i t h t h a t , Mr. Kell a h i n ? 

MR. KELLAHIN: I ' d l i k e t o make a sh o r t opening 
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statement, i f i t ' s appropriate a t t h i s time. 

EXAMINER STOGNER: This i s the opening of the two 

cases, and Mr. Carr, you don't have a problem? 

MR. CARR: I do not. 

EXAMINER STOGNER: Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

On behalf of Tide West O i l Company, we have 

o u t l i n e d i n our prehearing statement what we b e l i e v e the 

evidence w i l l show you and what Tide West O i l Company 

seeks. 

By way of background, t h i s case in v o l v e s the 

Pecos Slope-Abo Gas Pool, j u s t n o r t h of Roswell, New 

Mexico. 

There i s a spacing u n i t i n the southeast quarter 

of Section 21 t h a t involves what you w i l l recognize t o be 

the Catterson Number 7 w e l l . 

Yates Petroleum Corporation, over a s e r i e s of 

D i v i s i o n hearings, obtained approval f o r a p i l o t i n f i l l 

d r i l l i n g p r o j e c t t o t e s t the concept of the e f f i c i e n c y and 

the p r a c t i c a l i t y of i n f i l l d r i l l i n g of the 160-acre gas 

pool. 

I n the course of doing those a p p l i c a t i o n s , they 

obtained approval f o r the Catterson w e l l a t an o r i g i n a l 

nonstandard l o c a t i o n . Thereafter, the w e l l was d r i l l e d a t 

a second nonstandard l o c a t i o n , other than o r i g i n a l l y 
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approved. 

As a consequence, the Catterson 7 w e l l i s 330 

f e e t from the common boundary w i t h the northeast q u a r t e r 

spacing u n i t now c o n t r o l l e d and operated by Tide West O i l 

Company. The 3 3 0-foot l o c a t i o n of the Catterson 7 w e l l i s 

50 percent too close t o the common l i n e . 

We are appearing today t o ask the D i v i s i o n t o do 

the f o l l o w i n g : 

To e s t a b l i s h a 50-percent production p e n a l t y 

against the Catterson w e l l . To i n i t i a t e t h a t p e n a l t y , 

e f f e c t i v e as of the date of the order entered i n t h i s case, 

we're asking t h a t a l l gas already produced by Yates from 

the Catterson 7 w e l l be charged as overproduction and made 

up over time pursuant t o the production penalty t h a t we 

seek t o have i n i t i a t e d . 

I n a d d i t i o n , we are requesting, Mr. Examiner, 

t h a t t h a t penalty stay i n place as long as, and u n t i l , Tide 

West O i l Company e l e c t s t o d r i l l , complete and has f i r s t 

gas sales on an o f f s e t p r o t e c t i o n w e l l . 

We're seeking approval i n our case t o do two 

t h i n g s : 

One, t o obt a i n approval f o r simultaneous 

d e d i c a t i o n i n the northeast quarter of an a d d i t i o n a l i n f i l l 

w e l l , t o be a companion f o r what you w i l l be t o l d i s the 

Chaves A Federal Well Number 1, located i n U n i t B of our 
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spacing u n i t . 

And second of a l l , we're requesting approval, 

should you agree, t o l e t us have an equivalent o f f s e t 

l o c a t i o n t h a t i s no closer t o the common boundary w i t h 

Yates than 330 f e e t . And should Tide West e l e c t t o d r i l l 

and produce t h a t l o c a t i o n , then a t such p o i n t time as we 

have gas sales we w i l l consent and agree t o have the 

pena l t y on the Yates w e l l removed. 

And t h e r e i n l i e s what we're asking you t o do, Mr. 

Examiner, and we w i l l present two witnesses, a g e o l o g i s t 

and an engineer, t o describe f o r you the t e c h n i c a l reasons 

t o support those requests. 

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

Mr. Carr, do you have anything, opening 

statements, a t t h i s time? 

MR. CARR: Yes, Mr. Stogner. 

As Mr. K e l l a h i n pointed out, we're here today 

t a l k i n g about two w e l l s , one w e l l t h a t Yates has d r i l l e d a t 

an unorthodox l o c a t i o n i n the Pecos Slope-Abo Gas Pool, and 

a proposed w e l l t h a t Tide West i s planning t o d r i l l 

o f f s e t t i n g t h a t unorthodox l o c a t i o n , e q u i d i s t a n t from the 

common boundary between the two t r a c t s . 

As Mr. K e l l a h i n pointed out, the Catterson w e l l 

was d r i l l e d as p a r t of the Pecos Slope e f f o r t s undertaken 

r e c e n t l y by Yates t o determine i f i n f a c t i n f i l l d r i l l i n g 

STEVEN T. BRENNER, CCR 
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w i l l improve recoveries from t h i s f i e l d , and we w i l l be 

back t o r e p o r t t o you on t h a t l a t e r t h i s month. 

Mr. K e l l a h i n pointed out t h a t we came before you 

and o r i g i n a l l y obtained approval of an unorthodox l o c a t i o n . 

That l o c a t i o n was 2310 f e e t from the south l i n e of Section 

21, Township 7 South, Range 2 6 East. 

We obtained a waiver from the o f f s e t t i n g 

operator. And when we went out t o d r i l l the w e l l , the BLM 

made us move i t 130 f e e t t o the east, but we were s t i l l no 

c l o s e r than o r i g i n a l l y approved t o the o f f s e t t i n g t r a c t , 

the t r a c t which now i s operated by Tide West, and the w e l l 

was d r i l l e d . 

And a f t e r the w e l l was d r i l l e d , we sought an 

a d m i n i s t r a t i v e approval of the new unorthodox l o c a t i o n . 

And i t was during t h a t process t h a t we were advised by 

M e r i t Energy Company, the previous owner of the t r a c t t o 

the n o r t h , t h a t i n f a c t t h a t i n t e r e s t had been conveyed t o 

Tide West. And on the day t h a t we were advised of t h a t , we 

advised both the D i v i s i o n and Tide West t h a t t h i s 

A p p l i c a t i o n was pending, and we're before you today because 

of t h e i r o b j e c t i o n . 

We w i l l present a land witness who w i l l review 

the events t h a t r e s u l t e d i n the d r i l l i n g of the Catterson 

w e l l . 

We w i l l present an engineering witness who w i l l 

STEVEN T. BRENNER, CCR 
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make recommendations to you concerning penalty. Our 

recommendation w i l l be, one, t h a t no penalty should be 

imposed because we're no closer w i t h t h i s l o c a t i o n t o t h e i r 

i n t e r e s t than what had pre v i o u s l y been approved. 

But i f t h a t order and t h a t l o c a t i o n i s of no 

e f f e c t , we w i l l then also recommend a 50-percent p e n a l t y on 

the Yates w e l l . But we w i l l recommend t h a t t h a t p e nalty be 

based on a d e l i v e r a b i l i t y t e s t , t h a t i t continue as Tide 

West has proposed u n t i l they have an o f f s e t t i n g w e l l 

producing. But we w i l l also ask you t o put a l i m i t on t h a t 

p e nalty i f i n f a c t Tide West has no i n t e n t i o n t o go forward 

w i t h the w e l l . 

That's what our evidence w i l l show, t h a t ' s what 

we w i l l request. And you should know going i n t o t h i s t h a t 

Yates, of course, has no o b j e c t i o n t o the proposal of Tide 

West f o r t h e i r unorthodox l o c a t i o n . 

EXAMINER STOGNER: Thank you, Mr. Carr. 

With t h a t , Mr. K e l l a h i n , do you want t o present 

your f i r s t witness? 

MR. CARR: I t h i n k i f i t ' s a l l r i g h t w i t h you, 

Mr. Stogner, Yates w i l l go f i r s t . We'll present — 

EXAMINER STOGNER: Oh, I'm sorr y . 

MR. CARR: — on land and the background — 

EXAMINER STOGNER: Yes. 

MR. CARR: — and Mr. K e l l a h i n has a g e o l o g i s t 

STEVEN T. BRENNER, CCR 
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and an engineer. 

So w i t h your permission a t t h i s time we would 

c a l l Kathy Porter. 

EXAMINER STOGNER: I'm sorr y , I t e m p o r a r i l y 

f o r g o t what you had said e a r l i e r . 

KATHY H. PORTER, 

the witness herein, a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. My name i s Kathy Porter. 

Q. By whom are you employed? 

A. I'm employed by Yates Petroleum Corporation, 

A r t e s i a , New Mexico. 

Q. Ms. Porter, what are your d u t i e s or your p o s i t i o n 

w i t h Yates Petroleum Corporation? 

A. I'm employed as a landman. I also have the t i t l e 

of land supervisor. 

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

Mexico O i l Conservation Division? 

A. Yes, I have. 

Q. At the time of t h a t p r i o r testimony, were your 

c r e d e n t i a l s as a landman accepted and made a matter of 

record? 

STEVEN T. BRENNER, CCR 
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A. Yes, they were. 

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

case? 

A. Yes, I am. 

Q. I'm t a l k i n g about the case w i t h the Catterson 

"SS" w e l l . 

A. Correct. 

Q. Are you f a m i l i a r w i t h the Catterson "SS" Federal 

Number 7 well? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: Any objections? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: So q u a l i f i e d . 

Q. (By Mr. Carr) Ms. Porter, could you b r i e f l y 

s t a t e what Yates seeks w i t h t h i s -- i n t h i s case? 

A. I n t h i s case, Yates Petroleum Corporation seeks 

amendment of D i v i s i o n Order Number R-997 6-A t o approve the 

l o c a t i o n of the Catterson "SS" Federal Number 7 w e l l a t an 

unorthodox l o c a t i o n of 2 310 from the south l i n e , 660 from 

the east l i n e , Section 21, Township 7 South, Range 2 6 East, 

Chaves County, New Mexico. 

Q. Could you t e l l us why t h i s p a r t i c u l a r i n f i l l was 

d r i l l e d ? 

STEVEN T. BRENNER, CCR 
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A. The Catterson Number 7 was d r i l l e d as p a r t of our 

enhanced gas recovery p r o j e c t i n the Pecos Slope-Abo Pool. 

Q. And has t h a t p r o j e c t been approved by the 

Di v i s i o n ? 

A. Yes, t h a t was approved September 24th, 1993, by 

D i v i s i o n Order R-9976. 

Q. And how long were these temporary r u l e s t o remain 

i n place? 

A. The order gave two-year temporary r u l e s . 

Q. Just b r i e f l y s t a t e what the purpose of t h i s p i l o t 

p r o j e c t was. 

A. To determine i f i n f i l l development w i l l prevent 

waste i n the Pecos Slope-Abo Gas Pool. 

Q. Now, have you been involved w i t h the land work 

r e l a t e d t o t h i s p a r t i c u l a r p i l o t p r o j e c t ? 

A. Yes. I am a c t u a l l y the landman f o r the Catterson 

Number 7 w e l l , which makes me responsible f o r the land 

matters. 

I am the d i r e c t supervisor f o r the r e g u l a t o r y 

agents t h a t permit the w e l l s , which makes me responsible 

f o r r e g u l a t o r y matters. 

I n a d d i t i o n , I am also a corporate o f f i c e r , so I 

have been advised of t h i s p r o j e c t . 

Q. Was t h i s w e l l o r i g i n a l l y proposed a t standard 

l o c a t i o n ? 

STEVEN T. BRENNER, CCR 
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A. This w e l l has always been unorthodox. I t was 

o r i g i n a l l y proposed at a l o c a t i o n of 2310 from the south 

l i n e , 790 from the east l i n e . 

Q. And was t h a t l o c a t i o n approved by the D i v i s i o n ? 

A. That l o c a t i o n was approved by the D i v i s i o n by 

Order R-9976-A, which i s E x h i b i t 1. 

Q. I n the context of t h a t approval process f o r the 

o r i g i n a l l o c a t i o n , d i d Yates n o t i f y the o f f s e t operator t o 

t h i s proposed location? 

A. Yes, M e r i t Energy Company was n o t i f i e d . 

Q. And what response d i d you receive from M e r i t 

Energy? 

A. We received a waiver l e t t e r from M e r i t Energy, 

being E x h i b i t Number 2. 

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

A. E x h i b i t Number 1 i s the Order R-9976-A. 

Q. This i s the order o r i g i n a l l y approving the 

l o c a t i o n f o r the Catterson well? 

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

Q. And when was the hearing on t h a t A p p l i c a t i o n ? 

A. The hearing date was June 23rd, 1994. 

Q. And i f we go t o E x h i b i t Number 2, the waiver 

l e t t e r from M e r i t , what was the date on t h a t waiver l e t t e r ? 

A. Well, the waiver l e t t e r was dated — They 

a c t u a l l y signed i t June 18th. 
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Now, there were two hearings connected w i t h t h i s 

f i r s t order, May 26th, 1994, and June 23rd, 1994. 

Q. And when was the waiver a c t u a l l y executed by 

Merit? 

A. A c t u a l l y executed June 18th, 1994. 

Q. And t h a t i s what has been marked as Yates E x h i b i t 

Number 2? 

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

Q. When d i d the D i v i s i o n a c t u a l l y approve the 

loc a t i o n ? 

A. The D i v i s i o n a c t u a l l y approved the unorthodox 

l o c a t i o n June 23rd, 1994. 

Q. I f you look a t the order, E x h i b i t 1, i s t h a t not 

Ju l y 2 6th? 

A. Oh, t h a t ' s c o r r e c t , on the order, yes. 

Q. Okay. I n your opinion, have you — 

A. The hearing was June 23rd. 

Q. — n o t i f i e d the d i r e c t o f f s e t operator f o r the 

proposed unorthodox l o c a t i o n f o r the Catterson w e l l ? 

A. Yes, we believe we d i d . 

Q. And have you made any subsequent check of records 

t o determine i f i n f a c t you d i d n o t i f y the c o r r e c t o f f s e t 

operator? 

A. No, I haven't. 

Q. When was the Catterson w e l l a c t u a l l y d r i l l e d ? 

STEVEN T. BRENNER, CCR 
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A. January, 1995. 

Q. And do you know when i t a c t u a l l y f i r s t produced? 

A. Yes, I have t h a t date. A p r i l the 6th, 1995. 

Q. Should questions concerning the producing 

c a p a b i l i t y of the w e l l be d i r e c t e d t o the Yates engineering 

witness? 

A. Yes. 

Q. Was the w e l l d r i l l e d a t the unorthodox l o c a t i o n 

t h a t had been approved by the O i l Conservation D i v i s i o n ? 

A. No, i t was not. 

Q. And how was i t d i f f e r e n t from the approved 

l o c a t i o n ? 

A. I t was d r i l l e d the same 2310 from the south l i n e , 

however the footage was changed from 790 from the east l i n e 

t o 660 from the east l i n e . 

Q. Do you know why t h a t change was, i n f a c t , made i n 

the l o c a t i o n ? 

A. Yes, I do. 

Q. And why was that? 

A. Due t o the BLM on - s i t e review duri n g t h e i r APD 

process, the BLM advised us they would not approve the 790 

from the east l i n e due t o drainage. The BLM then made the 

suggestion t o move the w e l l 660 from the east l i n e . 

Q. And t h a t ' s what you did? 

A. That i s what we d i d . 
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Q. You moved i t , i n f a c t , 130 f e e t east of the 

approved l o c a t i o n ? 

A. Correct, only t o the east. 

Q. And the w e l l was d r i l l e d p r i o r t o o b t a i n i n g 

approval of t h a t new l o c a t i o n from the OCD? 

A. Yes. 

Q. Did Yates seek approval of t h i s l o c a t i o n from the 

Di v i s i o n ? 

A. Yes, we f i l e d f o r a d m i n i s t r a t i v e approval. 

Q. And i s E x h i b i t Number 3 a copy of t h a t 

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

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

Q. And what i s the date of the a p p l i c a t i o n ? 

A. The a p p l i c a t i o n i s dated March 24th, 1995. 

Q. And was a copy of t h i s a p p l i c a t i o n provided t o 

Me r i t Energy Company? 

A. Yes, i t was. 

Q. And also t o Sanders Petroleum Corporation? 

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

Q. I s Sanders the east o f f s e t ? 

A. Yes, they are. 

Q. And what response d i d Yates receive t o t h i s 

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

A. We received the signed waiver from Sanders 

Petroleum, we received a phone c a l l from M e r i t , a d v i s i n g us 
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t h a t they had conveyed t h e i r i n t e r e s t t o Tide West. 

Q. And when was t h a t telephone c a l l ? 

A. The telephone c a l l from M e r i t came on March 30th. 

Q. And then what d i d Yates do? 

A. Yates immediately advised the OCD t h a t our 

a d m i n i s t r a t i v e a p p l i c a t i o n f o r approval would have t o be 

delayed i n order t o give Tide West the r e q u i r e d n o t i c e . 

Q. And was the a p p l i c a t i o n then t r a n s m i t t e d t o Tide 

West? 

A. Yes, by c e r t i f i e d m a i l . 

Q. Can you i d e n t i f y what has been marked as Yates 

E x h i b i t Number 4? 

A. Yates E x h i b i t Number 4 i s the l e t t e r c o n f i r m i n g 

our v e r b a l conversation on March 3 0th. We then had t h i s 

f o l l o w e d up w i t h the March 31st l e t t e r , a d v i s i n g what had 

happened. I t i s also the copy of the c e r t i f i e d l e t t e r t h a t 

was sent t o Tide West. 

Q. Do you know how t h i s matter a c t u a l l y came t o 

hearing? 

A. I t was a c t u a l l y set by the OCD f o r hearing on May 

18th. 

Q. Aside from the hearing process, has Yates 

attempted t o resolve the dispute w i t h Tide West? 

A. Yes, we have contacted Tide West a t l e a s t f i v e 

times, t o no a v a i l . 
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Q. What i s your understanding of the reason t h i s 

case has taken so long t o get t o hearing? 

A. We were served w i t h a subpoena t o produce data on 

May 19th and t o l d t h a t Tide West needed two weeks t o 

review. 

Q. Were there other reasons t h a t came t o your 

a t t e n t i o n concerning delays i n the hearing? 

A. At a l a t e r date we were advised t h a t Tide West 

was having some problems i n g e t t i n g t h e i r APD approved by 

the BLM and t h e r e f o r e needed a d d i t i o n a l time. 

Q. Now, Ms. Porter, there i s no dispute between us 

and Tide West t h a t the w e l l was d r i l l e d a t a l o c a t i o n 

d i f f e r e n t from the one o r i g i n a l l y approved by the D i v i s i o n ; 

i s t h a t r i g h t ? 

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

Q. And t h i s l o c a t i o n was moved t o the east a t the 

request of the BLM? 

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

Q. And i t i s no closer t o the o f f s e t t i n g Tide West 

acreage than o r i g i n a l l y approved? 

A. That's c o r r e c t . I t ' s always been the 2310 from 

the south. 

Q. Were E x h i b i t s 1 through 4 e i t h e r prepared by you 

or compiled a t your d i r e c t i o n ? 

A. That's c o r r e c t . 
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Q. And are these copies of documents from the f i l e s 

of Yates Petroleum Corporation? 

A. Yes, they are. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 1 through 4. 

EXAMINER STOGNER: Are there any objections? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: E x h i b i t s 1 through 4 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Ms. Porter. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Porter, do you have access t o your w e l l f i l e 

t h a t would d i s c l o s e the forms f i l e d by Yates w i t h regards 

t o the Catterson 7 well? 

A. Yes, s i r . 

Q. Let me go through the chronology w i t h you and 

make sure I understand i t . 

D i v i s i o n Order R-9976, which i s your E x h i b i t 1, 

t h a t was i n Case 10,981, and t h a t was an a p p l i c a t i o n by 
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Yates t o expand the p i l o t p r o j e c t and w i t h i n the context of 

t h a t a p p l i c a t i o n t o now include the southeast q u a r t e r of 

Section 21 f o r the d r i l l i n g of t h i s Catterson 7 w e l l , 

wasn't i t ? 

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

Q. Did your records r e f l e c t any knowledge about the 

f a c t t h a t M e r i t Energy had assigned of record, as of about 

J u l y 8th of 1994, t h e i r i n t e r e s t i n the northeast q u a r t e r 

of 21 t o Tide West O i l Company? 

A. Our records, no, s i r . 

Q. So your f i r s t knowledge of the f a c t t h a t the 

o f f s e t t i n g property i n the northeast quarter was now 

operated by Tide West came t o you as a r e s u l t of your 

a d m i n i s t r a t i v e a p p l i c a t i o n t o change the Catterson l o c a t i o n 

from the o r i g i n a l nonstandard l o c a t i o n t o the new 

nonstandard l o c a t i o n i n about March 24th of 1995? 

A. That's c o r r e c t , when M e r i t c a l l e d . 

Q. A l l r i g h t . As of July 26th of 1994, the D i v i s i o n 

has issued R-9976, and I believe there's a supplement, 

there's an A order t o t h a t sequence. 

But can you confirm f o r me t h a t the date i n which 

the D i v i s i o n approved the o r i g i n a l l o c a t i o n , the 790 

l o c a t i o n , was July 26th of 1994? I b e l i e v e t h a t ' s what 

t h a t order shows. 

A. That's what the order shows, yes, i t does have 
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the footage. 

Q. A l l r i g h t . Do your records also show t h a t on 

October 17th of 1994 t h a t was the date Yates dated i t s APD 

f o r the Catterson w e l l a t the new l o c a t i o n , which i s the 

660 l o c a t i o n , and i t was f i l e d w i t h the BLM i n Roswell? 

A. I cannot v e r i f y the date, but t h a t i s the process 

t h a t would have been followed. 

Q. Okay. So the Federal APD at the new l o c a t i o n i s 

f i l e d . When d i d you then commence d r i l l i n g the — When d i d 

Yates commence spudding the well? Do you know? 

A. The very f i r s t p a r t of January, the w e l l was 

spudded. 

Q. Would you be able t o v e r i f y a record check on 

t h i s w e l l f i l e t o show t h a t the sundry n o t i c e f o r spudding 

the Catterson w e l l was dated on January 6th of 1995? 

A. I f t h a t was the date, yes, we w i l l have the date. 

Q. Do your records r e f l e c t when Yates a c t u a l l y 

completed the Catterson 7 w e l l a t t h i s new unorthodox 

lo c a t i o n ? 

A. Yes, t h a t would be on the completion r e p o r t . 

Q. A l l r i g h t . Would your r e c o l l e c t i o n be c o n s i s t e n t 

w i t h a date t h a t shows March 31st of 1995 as t o the date at 

which Yates completes the Catterson 7 well? 

A. I'm not sure i f t h a t was the a c t u a l completion 

date or maybe the TD date. The t i m i n g would correspond 
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w i t h f i r s t production of A p r i l 6th. 

Q. A l l r i g h t , on March 24th, then, Yates through Mr. 

Carr i s f i l i n g an a d m i n i s t r a t i v e a p p l i c a t i o n , now, t o 

achieve approval f o r the d r i l l e d l o c a t i o n . I b e l i e v e i t 

was on your E x h i b i t 3? 

A. Of the 660 from the east, yes, s i r . 

Q. Okay. And your records r e f l e c t t h a t you have 

f i r s t gas sales of A p r i l 6th of 1995? 

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

Q. A l l r i g h t . The purpose of the A p p l i c a t i o n i s t o 

o b t a i n approval now f o r the d r i l l e d l o c a t i o n ? 

A. Right. 

Q. Do your records r e f l e c t any w r i t t e n approval by 

the O i l Conservation D i v i s i o n t o commence producing the 

Catterson 7 w e l l p r i o r t o o b t a i n i n g Examiner Stogner's 

approval of t h a t l o cation? 

A. They r e f l e c t t h a t the A p p l i c a t i o n was f i l e d i n 

March. 

Q. A l l r i g h t . Do you have any records t o show any 

D i v i s i o n approval t o l e t you produce the well? 

A. No, s i r . 

Q. How would t h a t normally be done? I s t h e r e a form 

t h a t you f i l e t o obtain a producing allowable or a u t h o r i t y 

t o produce your gas well? 

A. I'm sure t h a t there's a form f i l e d i n the 
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prod u c t i o n department w i t h the a u t h o r i t y t o t r a n s p o r t . 

Q. I t ' s the A u t h o r i t y t o Transport form, i s i t not? 

A. Uh-huh. 

Q. Do you know whether or not you have one of those 

forms i n t h i s case f i l e ? 

A. I do not. 

Q. And Yates has no o b j e c t i o n t o Tide West having an 

equiva l e n t l o c a t i o n i n i t s spacing u n i t f o r i t s i n f i l l w e l l 

t h a t i s the same distance between the common boundary 

between you and Tide West? 

A. Yates has no o b j e c t i o n t o Tide West d r i l l i n g a 

3 3 0 - o f f - t h e - l i n e w e l l . 

Q. Does Yates have any o b j e c t i o n t o the f a c t t h a t 

t h i s would be the second w e l l i n Tide West's spacing u n i t ? 

A. No, we do not. 

MR. KELLAHIN: I have no f u r t h e r questions of Ms. 

Porter. Thank you. 

MR. CARR: I have no a d d i t i o n a l questions on 

r e d i r e c t . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Just f o r c l a r i f i c a t i o n , on E x h i b i t Number 2, the 

date of the l e t t e r , i s t h a t 1994? I t looks l i k e the 

memorandum --

A. Yes, s i r — 
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Q. — obscured — 

A. -- yes, s i r , i t i s June 6th, 1994. And you w i l l 

n o t i c e they d i d sign i t June 18th, 1994. 

Q. On E x h i b i t Number 3, f o u r t h page -- f i f t h page, 

are you f a m i l i a r w i t h t h a t report? 

A. Yes, s i r . 

Q. Would you i d e n t i f y i t ? 

A. The f i f t h page i s the s t a k i n g p l a t f o r the 

l o c a t i o n of 2310 from the south l i n e , 660 from the east 

l i n e . 

Q. And then i t shows a diagram of the s e c t i o n down 

towards the bottom h a l f ; i s t h a t correct? 

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

Q. And t h i s would be a 160-acre p r o r a t i o n u n i t , 

which would e s s e n t i a l l y be the southeast quarter — 

A. Southeast quarter of 21, yes, s i r . 

Q. Do you know what the date of t h i s form i s? 

A. I know t h a t i t was done i n October, because — 

Q. Of what year? 

A. I t would have been 1994. 

MR. CARR: Mr. Stogner, a copy of t h i s form i s 

also what i s marked as Yates E x h i b i t Number 5, and i t shows 

i t ' s signed by the operator. The operator c e r t i f i c a t i o n i s 

signed October 17, 1994. 

EXAMINER STOGNER: Okay, and also t h a t has t h a t 
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marked and the reference t o 9976. 

MR. CARR: That has been added. Yes, s i r , w e ' l l 

discuss t h a t w i t h Mr. Fant. 

EXAMINER STOGNER: Okay. 

Q. (By Examiner Stogner) You have a copy of another 

map on E x h i b i t Number 3, on page 4, which appears t o be a 

Midland Map Company ownership p l a t ? 

A. Yes, s i r . 

Q. Can I look a t t h i s and t e l l who the o f f s e t owner 

of the property t o the north of t h i s proposed w e l l is? 

A. I t shows you t h a t M e r i t Energy i s the operator, 

which was the company t h a t we n o t i f i e d when t h i s f i r s t 

s t a r t e d . 

Q. Do you know what the date of t h i s map i s ? I 

be l i e v e t h a t Midland Map updates p l a t s p e r i o d i c a l l y . 

A. They update them a l l the time. Yates obtains new 

maps y e a r l y , every 10 t o 13 months. 

These are p u l l e d out of what was going t o be the 

APD, so t h i s map could have been anywhere from a year o l d 

t o s i x months o l d . 

Q. Who w i t h M e r i t Energy d i d you t a l k t o concerning 

t h a t -- your r e t u r n request? 

A. Concerning the waiver l e t t e r they sent or — 

Q. Yes. 

A. -- the March -- I t was sent t o a Jean Dobb, I 
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b e l i e v e . She i s also the one t h a t c a l l e d our a t t o r n e y i n 

March. I t ' s a c t u a l l y "Dobbs", w i t h an "s", not "Dobb". 

EXAMINER STOGNER: Okay. I have no other 

questions of t h i s witness. I f there's nothing f u r t h e r from 

her, she may be excused. 

MR. CARR: At t h i s time we c a l l Robert Fant. 

ROBERT S. FANT, 

the witness herein, a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. Robert Fant. 

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

Q. And i n what capacity? 

A. I'm a petroleum engineer. 

Q. Mr. Fant, have you pr e v i o u s l y t e s t i f i e d before 

the O i l Conservation Division? 

A. Yes, s i r , I have. 

Q. At the time of t h a t p r i o r testimony, were your 

c r e d e n t i a l s as a petroleum engineer accepted and made a 

matter of record? 

A. Yes, s i r , they were. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n s i n each of 
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these consolidated cases? 

A. Yes, s i r , I am. 

Q. And are you f a m i l i a r i n p a r t i c u l a r w i t h the 

Catterson "SS" Federal Number 7 well? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER STOGNER: Any objection? 

MR. KELLAHIN: No o b j e c t i o n . 

EXAMINER STOGNER: So q u a l i f i e d . 

Q. (By Mr. Carr) Mr. Fant, what are the w e l l -

l o c a t i o n and spacing requirements f o r the Pecos Slope-Abo 

Gas Pool? 

A. The spacing requirements are 160-acre spacing 

w i t h 660-foot setbacks from the p r o r a t i o n u n i t boundaries. 

Q. Could you go t o what has been marked as Yates 

Petroleum Corporation E x h i b i t Number 5 — 

A. Yes, s i r . 

Q. — i d e n t i f y t h i s e x h i b i t and then j u s t b r i e f l y 

review what i t shows t o the Examiner. 

A. This i s the State Form C-102 t h a t was f i l e d f o r 

the Catterson Number 7 w e l l . 

I t shows, w i t h the small open c i r c l e , w i t h the 

dimensions leading from i t , the l o c a t i o n of the Catterson 

w e l l as i t i s r i g h t now. 
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I t also shows, j u s t t o the west of the c u r r e n t 

l o c a t i o n , a black dot which i s the l o c a t i o n t h a t was 

approved by Order R-9976-A, t h a t being 2310 from the south 

l i n e , 790 f e e t from the east. 

The n o r t h h a l f -- or the northeast q u a r t e r of 

t h i s Section 21 i s the acreage operated by Tide West. 

And one t h i n g t h a t I would l i k e t o p o i n t out on 

t h i s p a r t i c u l a r e x h i b i t i s t h a t the new l o c a t i o n -- or the 

c u r r e n t l o c a t i o n of the Catterson w e l l i s no c l o s e r t o the 

northern boundary of the p r o r a t i o n u n i t than t h a t approved 

by R-9976-A, p r e v i o u s l y approved order. 

Q. A l l r i g h t . Let's go t o what has been marked as 

Yates E x h i b i t Number 6. Can you i d e n t i f y t h i s , please? 

A. Yeah, E x h i b i t Number 6 i s a production — a 

summary of the production h i s t o r y on the Catterson w e l l . 

I've got a l i t t l e b i t of chronology and then a few 

c a l c u l a t i o n s on i t . 

I t shows t h a t — you know, the chronology t h a t i t 

was f r a e ' d i n March of 1995. At the beginning of — A p r i l 

6th, as Ms. Porter t e s t i f i e d t o , gas sales were begun. 

But the l i t t l e t a b l e below i t i s k i n d of the meat 

of i t , and i f you move over t o the r i g h t - h a n d side, i t 

shows the average d a i l y production f o r the months of A p r i l 

through J u l y of t h i s year. I t shows a -- you know, and 

then t o t a l t o date, t o t a l number of days the w e l l could 
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have produced, the a c t u a l days i t d i d produce, a c t u a l 

p roduction, and then the averages. We averaged over t h i s 

time p e r i o d 398 MCF a day. 

Q. Now, i f you go down t o the next l i n e , i t t a l k s 

about when the w e l l was produced t o capacity. Could you 

review the way the w e l l has been produced f o r the Examiner? 

A. Yes, the — Yeah, the w e l l was f r a e ' d , and then 

i t was put on l i n e t o clean up. Okay? S h o r t l y a f t e r t h a t 

i t was shut i n . I t only produced f i v e days i n A p r i l . 

Okay, those were b a s i c a l l y days i t produced a t capacity. 

Most of the -- Then i t was shut i n . 

I n May i t was opened back up, but i t was opened 

at a r e s t r i c t e d r a t e . I f y o u ' l l n o t i c e t h i s l i n e here, 

"Well has produced a t capacity f o r 44 days", and then 

there's some date-time periods showing when the w e l l was 

producing a t what we c a l l capacity. That's b a s i c a l l y — I t 

had minimal r e s t r i c t i o n s applied t o i t . A l l other times i t 

was e i t h e r shut i n or being severely r e s t r i c t e d by a choke 

on the wellhead. 

According t o the c a l c u l a t i o n s , i t ' s produced — 

44 days i t has produced at capacity, and t h a t ' s a — we — 

I want t o -- we're t r y i n g t o b r i n g t h a t across, because one 

of the t h i n g s i n question here i s what can the w e l l 

produce? And we're t r y i n g t o show t h a t -- i n the 44 days 

when i t was not under severe r e s t r i c t i o n s , i t produced 
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25,000 MCF, which, i f you drop t o the next l i n e , t h a t ' s 

saying t h a t on the times when i t was at i t s maximum -- when 

i t was not being choked severely, i t produced a t an average 

of 569 MCF. 

Q. That 569-MCF-per-day f i g u r e i s higher than the 

average d a i l y production f i g u r e shown i n the l a s t column i n 

the upper p a r t of the e x h i b i t ? 

A. Absolutely. 

Q. And what i s the d i f f e r e n c e between those? 

A. The average d a i l y production shown f u r t h e r up f o r 

the t o t a l f o r the w e l l includes many days i n which the w e l l 

was r e s t r i c t e d , severely choked back at the wellhead. 

Those days are not i n d i c a t i v e of what the w e l l can produce. 

They had a mechanical r e s t r i c t i o n t o them. 

Q. A l l r i g h t , l e t ' s go now t o the lower p a r t of the 

e x h i b i t , s t a r t i n g w i t h the l i n e t h a t says "Maximum gas w e l l 

could have produced t o date". 

A. Okay, over t h i s time period, the w e l l — There 

was 117 days from the date of f i r s t gas sales up through 

the end of J u l y . That was 117 days. So i f you take the 

569 t h a t i t ' s capable of producing, times the 117 days, 

t h a t ' s 66,573 MCF. That's what the w e l l , by these numbers, 

could have produced. And then i t was a c t u a l l y on 73 of 

those 117 days. 

And -- But you come down t o the bottom l i n e , we 
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have produced a t o t a l of 29,057 MCF over t h i s time p e r i o d , 

a time p e r i o d where we could have produced 66,57 3 MCF. 

So i n a c t u a l i t y , since the date t h a t t h i s w e l l 

was a c t u a l l y t i e d i n t o the gas l i n e , i t ' s produced 44 

percent. 

Q. Does Yates recommend t h a t a penalty be imposed on 

the Catterson "SS" well? 

A. No, we do not recommend a penalty, based upon the 

f a c t t h a t t h i s w e l l i s no closer t o the 330 l i n e than we 

were o r i g i n a l l y . 

Q. Now — What i s the reason f o r recommending no 

penalty i n i t i a l l y ? 

A. We're no closer t o the boundary than what was 

approved by the previous order. 

Q. Now, i f a penalty i s imposed, are you prepared t o 

make a recommendation? 

A. We would recommend, yes, t h a t a 50-percent 

penalty be imposed upon the w e l l . 

Q. And when you say "imposed on the w e l l " , how would 

t h a t — the a b i l i t y of the w e l l t o produce be determined, 

or how should i t be, i n your opinion? 

A. Based on the basis of a d e l i v e r a b i l i t y t e s t , what 

can the w e l l a c t u a l l y produce i n t o the l i n e ? 

Q. And w i l l t h a t t e s t be witnessed by the OCD and 

re p r e s e n t a t i v e s of Tide West? 
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A. Absolutely. 

Q. I f a penalty i s imposed, do you have an o p i n i o n 

as t o the p e r i o d of time during which t h a t p e n a l t y should 

remain i n place? 

A. I f a penalty were imposed, i t should remain i n 

e f f e c t u n t i l the f i r s t gas sales from Tide West w e l l t h a t 

they are proposing t o d r i l l as a t w i n t o t h i s w e l l , or, I 

b e l i e v e i t — There should be a time l i m i t on t h a t . I f e e l 

120 t o 180 days, some time i n t h a t time, i s a reasonable 

time frame t o allow them t o d r i l l the w e l l , complete i t and 

get i t t i e d i n , whichever one of those dates occurs f i r s t , 

f i r s t p roduction or 120 t o 180 days, whichever one of those 

occurs f i r s t . 

Q. And why have you recommended a time l i m i t t o the 

penalty w i t h o u t the d r i l l i n g of an o f f s e t w e ll? 

A. I f the o f f s e t — I f Tide West never d r i l l s the 

w e l l , then the penalty remains i n e f f e c t f o r e v e r , and 

t h a t ' s not what we're — what needs t o be sought here. 

Q. I s there any meaning t o a penalty i f there i s , i n 

f a c t , never an o f f s e t ? 

A. No, a l l i t changes i s the t i m i n g of the reserves 

a t t h a t p o i n t . I f they don't d r i l l the w e l l , then there's 

no change of who recovers i t ; i t ' s j u s t a change of when 

i t ' s recovered. 

Q. So the d i f f e r e n c e between what you're 
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recommending and what Mr. K e l l a h i n s t a t e d i n h i s opening 

statement i s t h a t we f e e l t h a t , one, no penalty i s 

appropriate since we're no closer than what was p r e v i o u s l y 

approved t o Tide West --

A. Yes. 

Q. — but t h a t i f there i s a penalty, we're i n 

agreement t h a t i t should be 50 percent. 

A. Yes. 

Q. We are i n agreement t h a t the penalty should come 

o f f , and there's an o f f s e t t i n g w e l l — 

A. Yes. 

Q. -- d r i l l e d and operating, and gas i s being sold 

by Tide West, but we are recommending t h a t t h e r e be a l i m i t 

on t h a t i f , i n f a c t , there i s no o f f s e t t i n g development; i s 

t h a t r i g h t ? 

A. Yes. 

Q. Now, Yates has no o b j e c t i o n t o the proposal of 

Tide West; i s t h a t correct? 

A. No, we have no o b j e c t i o n t o t h e i r --

Q. What would be the impact on Yates i f a l l p r i o r 

p r oduction were t r e a t e d as overproduction from the 

Catterson well? 

A. Well, i t would penalize Yates Petroleum f o r 

agreeing t o continue t h i s case. So, you know, we agreed t o 

continue the case while they had the data, w h i l e they were 
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able t o review the data. And p e n a l i z i n g us back t o t h a t 

date would — p e n a l i z i n g the — c a l l i n g i t a l l 

overproduction would penalize us f o r agreeing t o continue 

i t . 

Q. So i n e f f e c t , you are i n op p o s i t i o n t o t r e a t i n g 

p r oduction p r i o r t o t h i s date as overproduction? 

A. Yes, s i r , we are. 

Q. But you are recommending i f there i s a pena l t y , 

the 50-percent penalty applied t o the w e l l a t a l l times i t 

has produced? 

A. Yes, s i r . 

Q. Were E x h i b i t s 5 and 6 prepared by you? 

A. At my d i r e c t i o n , yes. 

MR. CARR: At t h i s time, Mr. Stogner, we would 

move the admission of Yates E x h i b i t s 5 and 6. 

EXAMINER STOGNER: E x h i b i t s 5 and 6 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Fant. 

EXAMINER STOGNER: Mr. K e l l a h i n , your witness. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. During the period of time t h a t continuances were 

made i n your case, d i d you p e t i t i o n Examiner Stogner t o 
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approve a r a t e a t which your w e l l could produce? 

A. No, s i r . 

Q. At the time the w e l l had f i r s t gas sales i n A p r i l 

of 1995, d i d you obt a i n approval from the D i v i s i o n t o 

produce your w e l l p r i o r t o ob t a i n i n g an order approving the 

new l o c a t i o n ? 

A. I don't believe so. 

Q. When we look a t the data you have presented on 

E x h i b i t 6, are you involved i n the Pecos Slope gas w e l l as 

a production engineer, Mr. Fant? 

A. I have done extensive studies as a r e s e r v o i r 

engineer w i t h the Pecos Slope-Abo Gas Pool. 

Q. Would you know i n t h a t capacity what you would 

c h a r a c t e r i z e t o be a t y p i c a l production d e c l i n e curve f o r 

such a well? 

A. I do not believe t h a t there i s a t y p i c a l — any 

s i n g l e t y p i c a l curve s p e c i f i c a l l y f o r the Pecos Slope. 

Q. With regards t o t h i s p a r t i c u l a r w e l l , do you see 

t h a t t h i s w e l l w i l l come on at a c e r t a i n r a t e , e s t a b l i s h 

w i t h i n the f i r s t e i g h t months t o twelve months a d e c l i n e of 

about 30 t o 40 percent, and t h e r e a f t e r l e v e l o f f t o a less 

steep decline? 

A. I have no data t h a t t h i s w e l l i s not e i g h t months 

o l d . We do not know. I t i s s t i l l i n the t r a n s i e n t p e r i o d 

of flow. There i s no data t o show what i t s d e c l i n e w i l l 
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be, there's no way of t e l l i n g t h a t . 

Q. Would what I have j u s t described i n terms of a 

steep d e c l i n e r a t e f o r a Pecos Slope gas w e l l i n the f i r s t 

twelve months be c h a r a c t e r i s t i c w i t h your experience as a 

r e s e r v o i r engineer i n t h a t pool? 

A. That could be characterized, yes. 

Q. When we look a t how t h i s w e l l has been produced, 

under the column where i t says, "Average produ c t i o n a t 

capacity", t h a t t r a n s l a t e s i n t o 569 MCF of gas a day. Do 

you see t h a t number? 

A. Yeah, the l i n e t h a t says "Average produ c t i o n a t 

capacity". 

Q. Yes, s i r . 

A. Okay. 

Q. At capacity we're g e t t i n g 569 a day? 

A. Uh-huh. 

Q. Can you t e l l me what the l i n e pressure i s t h a t 

has r e s u l t e d i n t h a t rate? 

A. The l i n e — I can t e l l you t h a t the l i n e pressure 

over t h a t time period v a r i e d . 

Q. Can you give me a range as t o what the variance 

i s , s i r ? 

A. Approximately -- w e l l , l e t me — Forgive me. On 

t h i s time p e r i o d , I want t o r e i t e r a t e , t h i s w e l l has never 

produced s t r a i g h t against the l i n e . I t has never been wide 
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open. We have never completely opened the choke on t h i s 

w e l l . 

Q. Okay. 

A. This w e l l i s -- And when I said p r o d u c t i o n a t 

capacity, i t ' s near there, but i t ' s s t i l l not completely 

wide open. 

The l i n e pressure — The tu b i n g pressures have 

ranged from 150 t o over 220 p . s . i . You know, I'm g i v i n g 

you approximate — 

Q. That's your f l o w i n g t u b i n g pressure? 

A. That's approximately f l o w i n g t u b i n g pressures. 

Q. Okay. Give me the numbers again. Flowing t u b i n g 

pressure i s between what? 

A. I would say approximately between around 150 t o 

220 p . s . i . 

Q. A l l r i g h t . What i s your choke s e t t i n g t o get 

t h a t k i n d of f l o w i n g t u b i n g pressure? 

A. I t v a r i e s . 

Q. Are you varying i t between a h a l f inch and a 

quarter? 

A. I t ' s never more than -- I be l i e v e the highest 

choke s e t t i n g t h i s t h i n g has ever been on i s 26/64, which 

i s less than a h a l f an inch. 

Q. A l l r i g h t . Back t o my question. Do you know 

what the l i n e pressure has been? 
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A. Line pressure i s below t h a t . I t ' s been as i n the 

-- as low as 110 pounds. I don't know a maximum, I have 

not checked t h a t . But I know i t has been t h e r e , and i t has 

at times — i t can go lower. 

Q. To support the production h i s t o r y summary shown 

on E x h i b i t 6, d i d you b r i n g w i t h you — the a c t u a l 

p roduction data f o r t h i s well? Do you have i t w i t h you? 

A. We have i n our -- I have i n my records f i e l d -

r e p o r t e d numbers, okay? They are not — They are j u s t f o r 

a l l o c a t i o n purposes, so we know whether or not i n t e r n a l l y 

we're doing t h a t . 

What we have reported here i s the a c t u a l -- once 

the c h a r t i s sent out and i n t e g r a t e d by a t h i r d p a r t y t o 

determine what the a c t u a l gas sales are. So these numbers 

r e f l e c t a c t u a l metered p a i d - f o r volumes, sold volumes. And 

the numbers t h a t appear on a d a i l y basis are estimates from 

the pumper. 

And so as such I don't have exact numbers f o r 

each day, but I have estimates from the pumper of what the 

w e l l produced. 

Q. I n response t o my subpoena back i n May, Yates 

produced an i n t e r n a l spreadsheet f o r t h i s s p e c i f i c w e l l 

t h a t showed on a d a i l y basis the ra t e s and the other values 

by which the w e l l was produced. 

A. Uh-huh. 
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Q. Do you understand what I'm t a l k i n g about? 

A. Yes, I know what you're t a l k i n g about. 

Q. Do you have t h a t i n f o r m a t i o n i n the same format 

t h a t w i l l give us the June and July values under t h a t 

spreadsheet? 

A. No, s i r , I do not have t h a t spreadsheet. 

Q. You d i d not b r i n g those w i t h you? 

A. No. 

Q. Okay. Let's t a l k about what we see i n the 

r e s e r v o i r i n terms of a bottomhole pressure o r i g i n a l l y f o r 

Pecos Slope w e l l s . 

A. Yes. 

Q. What would t h a t general range be, s i r ? 

A, Approximately 1100 p . s . i . 

Q. Okay. When t h i s w e l l was d r i l l e d and completed, 

what was your i n i t i a l bottomhole pressure i n the Catterson 

7 well? 

A. The pressure buildup we'd estimate p r e d i c t s i t t o 

be 4 37 p . s . i . 

Q. I s t h a t a f a c t o r f o r you as a r e s e r v o i r engineer 

when you see the a b i l i t y of the w e l l t o produce against a 

c e r t a i n choke s e t t i n g ? 

A. That i s one f a c t o r i n — of many, yes. 

Q. I n terms of a d e l i v e r a b i l i t y t e s t t h a t you have 

recommended t o the Examiner, against which i f he decides a 
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penalty should be imposed, then we have a benchmark — 

A. Uh-huh. 

Q. — t o e s t a b l i s h t h a t penalty, describe f o r me 

what you propose t o do. 

A. We would produce the w e l l against the l i n e i n t o 

the system, against l i n e pressure, f o r a s p e c i f i e d p e r i o d 

of time as determined by the Examiner, and we would measure 

the gas r a t e s over those time periods. 

MR. KELLAHIN: Okay, a l l r i g h t . I don't b e l i e v e 

I have any f u r t h e r questions, Mr. Examiner. Thank you. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: No, I have no a d d i t i o n a l d i r e c t -

examination . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. When I look a t E x h i b i t Number 6, you show f o r the 

month of A p r i l "Days Well Capable of Producing". 

Was t h a t accurate? I t was completed and 

e s s e n t i a l l y the wellhead was on the well? I s t h a t what you 

mean by that ? 

A. Well, yes, t h a t — I f you n o t i c e up above, i t was 

completed i n A p r i l on the 6th. Okay, from the 6th through 

the 3 0th of the month, we have 2 5 days. Okay, t h a t ' s where 

t h a t 25 came from. So i t was hooked up t o the gas l i n e on 

the 6th, which means we had 30 days -- 25 days i n t h a t 
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month we could produce. I t produced f i v e days t o clean up, 

and then i t was shut i n . Okay? The f i e l d was shut i n a t 

the time. So we produced i t t o clean up, and then we shut 

i t i n . 

And then the same t h i n g occurred i n -- When you 

look i n May, there are, you know, 31 days i n May. That's 

how many i t could have been produced, but most of t h a t time 

i t was shut i n , i t only produced e i g h t days. 

Q. Okay, then you explained what w e l l s a c t u a l l y 

produced or days the w e l l a c t u a l l y produced. 

A. Uh-huh. 

Q. And then i f you go down t o t h a t next l i n e , "Well 

has produced at capacity f o r 44 days", and then i n 

parentheses you show 4/6 t o the 10th. 

A. Uh-huh. 

Q. That's four days, r i g h t ? I n A p r i l ? 

A. Well, 6, 7, 8, 9, 10. That's i n c l u s i v e of both 

ends, so i t ' s — 

Q. Okay. 

A. — t h a t ' s the f i v e days i t produced i n A p r i l . 

Q. So i t produced at capacity, and your d e f i n i t i o n 

was a t the l a r g e s t choke s e t t i n g t h a t you had or -- put 

on --

A. Yeah. 

Q. — the flow, as opposed t o what you could have 
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put on the flow? 

A. Yeah. 

Q. Now, you choked i t back i n a l l of May? 

A. Yeah, the e i g h t days i t was produced i n May i t 

was severely r e s t r i c t e d . 

Q. And then f o r 19 days i n June you produced a t 

capacity again? 

A. Uh-huh. 

Q. And then from J u l y 12th t o the 31st i t was a t 

capacity again? 

A. Uh-huh. 

Q. Now, the days t h a t i t wasn't on ca p a c i t y , do you 

have the choke s e t t i n g , or was i t -- was i t a constant, or 

d i d you change i t or f l u c t u a t e i t ? 

A. The choke changes were s e t t i n g -- much of the 

time i t was l i k e a t 10/64 choke, so — I don't know my — 

you know, e x a c t l y , t h a t ' s 5/3 2 of an inch. You know, 

t h a t ' s a p r e t t y small choke s e t t i n g . But i t was very... 

The choke sizes w i l l change w i t h time as the w e l l 

i s produced. I t would generally be opened a l i t t l e b i t 

l a r g e r as time goes on. We never l i k e t o j u s t go i n and 

open them up wide open. 

Q. Why not? 

A. F i e l d foreman does not f e e l t h a t t h a t ' s a good 

idea. Just, you know, q u i t e honestly. He has the g r e a t e s t 
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amount of experience i n b r i n g i n g these w e l l s on l i n e , and 

he f e e l s t h a t i t ' s b e t t e r t o open them up smoothly, so t o 

speak, and not j u s t , you know, blow them wide open. 

Q. Would you consider t h a t smooth i f you had i t 

la r g e and then go back t o small again and then come back 

large and then drop down a f t e r July? 

A. A c t u a l l y , the production i s larg e because of some 

— I t ' s large a t those times because of some t r a n s i e n t 

e f f e c t s , wellbore unloading. And i n a c t u a l i t y , the choke 

s e t t i n g , when we were g e t t i n g those 909 MCF a day i n A p r i l , 

was not very l a r g e . I mean, i t was i n the -- you know, 18 

t o 20... 

See, these w e l l s — i n the — Throughout the l i f e 

of these w e l l s , a s p e c i f i c a l l y large choke s e t t i n g doesn't 

always r e l a t e t o large production. I t has t o do w i t h when 

you do i t , what the choke s e t t i n g i s and when was the w e l l 

l a s t shut i n . 

Q. Okay. The days t h a t i t was shut i n , i n A p r i l and 

May, you said the whole f i e l d was shut in? 

A. I don't want t o say the whole f i e l d , but the 

m a j o r i t y of the production from the Pecos Slope was shut 

i n . We were b r i n g i n g w e l l s on l i n e , and when you complete 

a w e l l , once you f r a c i t , you do want t o produce i t back 

f o r a p e r i o d of time, t o clean the s t i m u l a t i o n f l u i d s up. 

Q. Okay. And what caused the s h u t - i n of the p o r t i o n 
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of the f i e l d ? 

A. Market c o n d i t i o n s . 

Q. Market conditions? 

A. Low gas p r i c e s . 

Q. And Yates, the operator, d i d t h i s ? 

A. Yes. 

Q. So i f the w e l l has been shut i n , w i t h what you're 

saying, t o b r i n g i t back up on l i n e you would do a 

gradual — You would set the choke s e t t i n g t o a gradual 

increase or decrease? 

A. A c t u a l l y , we open i t up s l i g h t l y , and throughout 

time t h a t choke s e t t i n g w i l l a c t u a l l y increase over time. 

Now, once you've s t a r t e d drawing one of these 

down, i f you choke i t back, i t severely r e s t r i c t s 

p roduction. I mean — and t h a t ' s — Changing the f l o w 

r a t e s l i k e t h a t i s not t h a t bad. 

Our p a r t i c u l a r f i e l d foreman — and we cannot get 

him — I've asked him t o open up more at times t o t e s t h i s 

theory, but he won't do i t . 

Q. Does t h i s occur o f t e n i n t h i s f i e l d , t h a t the 

w e l l s are shut i n due t o market? 

A. I t does occur, yes. I t ' s occurred a t l e a s t twice 

i n the l a s t year. 

Q. Does such a s h u t - i n g e n e r a l l y d i s r u p t the f l o w of 

a w ell? Are you able t o get i t back up on l i n e w i t h no 
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problem? Does i t come back t o capacity? 

A. We take great care i n the w e l l s and checking 

them. There was a period of time i n the 1980s when they 

were shut i n and one w e l l -- i t was not r e a l l y good f o r the 

w e l l t o be shut i n l i k e t h a t . 

But the m a j o r i t y — I mean, 99-plus percent of 

the w e l l s i n the Pecos Slope-Abo f i e l d show no adverse 

e f f e c t s from being shut i n and then put back on production. 

Q. I s there any f l u i d production w i t h these w e l l s or 

w i t h t h i s w e l l i n p a r t i c u l a r ? Have you seen any water or 

condensate? 

A. There i s a small amount of water t h a t i s produced 

w i t h i t t h a t ' s commensurate w i t h the f a c t t h a t we put 

several hundred thousand gallons of f r a c t u r i n g f l u i d i n i t . 

So i t ' s b a s i c a l l y j u s t load water. We put i n thousands of 

b a r r e l s , we get back a few hundred b a r r e l s . And then over 

time we get the r e s t of t h a t water back as a water vapor 

and mist. 

But there's no n a t u r a l — With t h i s p a r t i c u l a r 

w e l l , there's no n a t u r a l f l u i d production w i t h t h i s w e l l , I 

don't b e l i e v e . I believe any l i q u i d production -- And 

there's no l i q u i d hydrocarbon production t o speak o f . 

Maybe a b a r r e l a month. 

Q. I s t h a t t y p i c a l w i t h the w e l l s i n t h i s area? 

A. Yes, s i r . 
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Q. I mean, t h i s i s an i n f i l l w e l l . How about the 

other wells? 

A. That's t y p i c a l f o r the area. I t ' s very dry gas. 

Q. Now, t h i s p a r t i c u l a r w e l l , was i t completed i n 

such a manner as what you would u s u a l l y do? Or because i t 

was an i n f i l l w e l l d i d Yates complete i t d i f f e r e n t l y ? Did 

they do any other k i n d of f r a c t u r i n g t h a t they normally 

wouldn't do t o the f i r s t well? 

A. Our s t i m u l a t i o n techniques, we have been 

f r a c t u r i n g l a r g e r than o r i g i n a l l y -- than some of the 

o r i g i n a l w e l l s were on — the f i r s t w e l l s d r i l l e d on the 

p r o r a t i o n u n i t . But t h a t ' s j u s t a matter of we are 

l e a r n i n g t h a t bigger f r a c s make b e t t e r w e l l s . I f we had 

the o r i g i n a l w e l l s t o do over again, we would have given 

them bigger f r a c jobs. 

We're j u s t l e a r n i n g , and I mean, t h a t ' s common 

technology a v a i l a b l e t o everybody, you know, t h a t can read 

the completion r e p o r t s and see the size of the jobs t h a t 

we're p u t t i n g on. We d i d not s t i m u l a t e i t l a r g e r because 

i t ' s an i n f i l l w e l l ; we stimulated i t l a r g e r because we 

f e e l t h a t ' s a b e t t e r way t o s t i m u l a t e the w e l l s . 

Q. Now, on t h i s w e l l you show t h a t i t was f r a e ' d on 

March 31st. Was there any ki n d of a flow t e s t p r i o r t o the 

f r a c job? 

A. No, s i r , these w e l l s , our p r a c t i c e i s t o 
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p e r f o r a t e these w e l l s and go i n , then f r a c them. This i s 

c l a s s i f i e d as a — w i t h the f e d e r a l government as a t i g h t 

gas sand. This t h i n g j u s t won't -- We can't get anything 

measurable out of these w e l l s unless we f r a c them. 

Q. Subsequent t o March 31st and A p r i l 6 th, was there 

any t e s t i n g of the w e l l , f l a r i n g the gas or anything? 

A. There were estimated choke r a t e s i n t h a t time 

p e r i o d . The problem being, those are gross, gross 

estimates, because you get a l o t -- That's the time p e r i o d 

when we get the most amount of water. 

By A p r i l 6th the water production had dropped 

down enough t o where we could get i t i n t o our system 

w i t h o u t problems, and u n t i l t h a t time i t was v e n t i n g gas, 

a f t e r the f r a c job on the 31st. 

Q. How long does i t u s u a l l y take one of these w e l l s 

a f t e r a f r a c job t o get a l l the f r a c l i q u i d s or the l i q u i d s 

t h a t are i n the r e s e r v o i r t h a t were i n j e c t e d down th e r e i n 

a s s o c i a t i o n w i t h the f r a c job — how long does i t take t o 

u s u a l l y clean those w e l l s out? 

A. Well, g e n e r a l l y about a week t o t e n days before 

t h a t — See, what we do i s , we f r a c t u r e them and then we 

flow them back, and then as soon as we can -- as soon as we 

can o p e r a t i o n a l l y put them i n t o the l i n e , we do t h a t , 

because we don't want t o waste gas, we don't want i t t o go 

i n t o the atmosphere. 
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And then a f t e r about ten days i t cleans up almost 

completely, and a t t h a t p o i n t we've had a flow p e r i o d w i t h 

measured flow r a t e s , w i t h the gas ch a r t , and then we run a 

bomb i n the hole and do a seven-day pressure b u i l d u p . 

That's why the w e l l was shut i n r i g h t a f t e r t h a t . The 

f i e l d was shut i n at t h a t time, so we j u s t l e f t i t shut i n 

over t h a t time period. 

And what we f i n d i s t h a t a f t e r t en days, even 

w i t h a bomb i n the hole, w e ' l l f i n d no l i q u i d i n the 

wellbo r e , there w i l l be no l i q u i d down i n t h a t w e l l b o r e 

a f t e r about — w e l l , ten days of production and then the 

seven days of the pressure buildup, there w i l l be no l i q u i d 

down i n the wellbore. So the w e l l has e s s e n t i a l l y stopped 

producing l i q u i d s . And t h a t ' s a f t e r only g e t t i n g a 

f r a c t i o n of the s t i m u l a t i o n f l u i d . 

We w i l l then produce the w e l l . Next time the 

w e l l i s produced, you know, you won't see any water 

production t o speak of. And what you get i s , y o u ' l l get 

water vapor. I t comes i n as — you know, the r e s t of t h a t 

water t h a t we put i n there, I be l i e v e , comes out as water 

vapor, which i s a c t u a l l y passed w i t h the gas and e x t r a c t e d 

a t the compression s i t e s . 

Q. These production f i g u r e s t h a t you're showing on 

t h i s production h i s t o r y summary, do these match up w i t h the 

monthly r e p o r t t o the State? 
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A. Yes, t h i s i s the a c t u a l monthly pr o d u c t i o n as 

r e p o r t e d t o the State. That's why these numbers were 

presented. I t ' s — You know, these are the a c t u a l numbers 

t h a t were produced by the w e l l , measured on the c h a r t s . I 

mean, our guy goes i n there, and when he t a l k s about a 

d a i l y production he k i n d of eyeballs i t and averages i t f o r 

the day, you know, f o r the day, so t h a t the reading average 

— you know, 30 inches of water on the d i f f e r e n t i a l or 

something l i k e t h a t . 

Q. Have you been on t h i s p r o j e c t from the i n i t i a l 

phase? What I mean by " p r o j e c t " , the -- what, the gas 

recovery? 

A. I was brought i n on the Pecos Slope-Abo p r o j e c t 

a f t e r the f i r s t s i x w e l l s i n the i n f i l l d r i l l i n g program 

were d r i l l e d , which was — I want t o say — approximately 

November of 1993, i s what's going on i n my mind. I may be 

o f f . But I've worked on i t and done extensive s t u d i e s of 

the Pecos Slope-Abo r e s e r v o i r since t h a t time. 

And I was involved i n the case -- i n the o r i g i n a l 

— the May hearing, May of 1994 hearing, i n which we 

a p p l i e d t o the OCD f o r the a d d i t i o n a l w e l l s i n the i n f i l l 

d r i l l i n g program. I believe i t was an a d d i t i o n a l 18 or 20 

w e l l s , of which the Catterson i s one of those w e l l s . I was 

i n v o l v e d i n the p i c k i n g of the o r i g i n a l l o c a t i o n on t h i s 

w e l l . 
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Q. I n s h o r t , without going i n t o great d e t a i l , can 

you k i n d of give me an o v e r a l l synopsis of the reason f o r 

the i n f i l l d r i l l i n g p r o j e c t , what Yates i s seeking t o 

accomplish, what i s going — yeah, e s s e n t i a l l y what's going 

on? Just a short synopsis t o help me understand? 

A. Well, b r i e f l y , the Pecos Slope-Abo i s a very --

I t ' s comprised of many, many, many sandstone-intertwined 

l i t t l e bodies of sandstone. They're tough t o p r e d i c t t h e i r 

l o c a t i o n and t h e i r thickness. 

And t h e i r c o n t i n u i t y i s the b i g question t h a t 

came i n t o my mind w i t h t h i s . And our questions were, we 

wanted t o go out there and -- We d i d c a l c u l a t i o n s t o 

c a l c u l a t e the drainage area of the w e l l s i n Pecos Slope, 

and they a l l seemed k i n d of small, and they were l i k e b i g 

areas t h a t they d i d n ' t seem t o be covering, and i t was our 

b e l i e f t h a t there were s i g n i f i c a n t undrained p o r t i o n s of 

the r e s e r v o i r out there. 

And so we i n i t i a t e d the program t o t e s t the 

theory and d r i l l the w e l l s and see i f there i s undrained 

gas out there. And, you know -- I t h i n k next month Yates 

w i l l be back t o present some r e s u l t s from t h a t . And you 

know, we f e e l t h a t they're undrained -- or the i n i t i a l 

theory was t h a t there were undrained p o r t i o n s of the 

r e s e r v o i r , and I t h i n k we've found some of those. 

Q. How about the Catterson Federal Number 7? Did i t 
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f i n d undrained reserves? 

A. The Catterson w e l l , I'm not going t o mince words. 

This p a r t i c u l a r r e s e r v o i r — p a r t of the r e s e r v o i r t h a t 

i t ' s — At l e a s t p a r t of the r e s e r v o i r t h a t i t ' s contacted 

w i t h has been p a r t i a l l y drained by some other w e l l , most 

probably our w e l l t o the south, because i t ' s the c l o s e s t 

w e l l . 

Q. So I take i t you d i d n ' t see r e s e r v o i r — or 

v i r g i n pressure? 

A. We d i d not see v i r g i n pressure i n t h i s w e l l . 

As a r e s e r v o i r engineer, i f — the odds are t h a t 

i f you see — i f there i s one zone i n there t h a t i s not 

v i r g i n pressure — You know, you may have th r e e or fo u r 

zones w i t h i n the w e l l . I f there's one zone t h a t ' s not 

v i r g i n pressure, and i t ' s a r e l a t i v e l y high p e r m e a b i l i t y 

zone f o r the Pecos Slope-Abo, i t ' s going t o dominate the 

pressure buildup and i t w i l l appear t h a t the whole 

r e s e r v o i r , the whole zone — a l l of those zones, are very 

low pressure, and t h a t can a c t u a l l y be dominated by one 

zone. 

But t h i s p a r t i c u l a r w e l l , I ' d have t o say there's 

strong evidence t h a t at l e a s t p a r t of the zone t h a t t h i s 

t h i n g has contacted i s contacted by another w e l l . 

Q. What i s the f i r s t w e l l on t h i s p r o r a t i o n u n i t ? 

Could you give me the l o c a t i o n on t h a t one? Do you know? 

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



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

54 

A. I t should be on the land p l a t . On the — 

Q. Are you r e f e r r i n g t o t h a t Midland map? 

A. Midland map. Do they happen t o have w e l l spots 

on t h a t ? 

Yeah. You wouldn't happen t o know the footage on 

t h a t w e l l , would you? 

A. I t ' s — i t would be measured l i k e i n the — I 

would say Unit L e t t e r O, probably, I b e l i e v e , i s where t h a t 

one i s . I don't have i t o f f the top of my head. 

Q. Do you know the name of i t ? 

A. A c t u a l l y , i n t h i s instance I don't. I apologize. 

I t ' s — Oh, excuse me, i t ' s i n Unit L e t t e r P. I t ' s the 

Catterson Number 1. 

Q. Okay. Do you know i f t h a t was a standard or an 

unorthodox l o c a t i o n ? 

A. I can't — I do not — I'm j u s t l o o k i n g a t i t . I 

do not know whether i t was standard or unorthodox. I t 

looks standard but j u s t — 

Q. Do you know how f a r t h i s w e l l i s away from your 

Catterson Number 7? 

A. On an approximate basis, i t ' s going t o be about 

1550 f e e t , 1600 f e e t , approximately. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. 

MR. KELLAHIN: Mr. Examiner, I have a couple 
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follow-up. 

EXAMINER STOGNER: Mr. Kellahin? 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. When you t a l k about your a b i l i t y t o shut i n the 

Pecos Slope-Abo, you're t a l k i n g about the f a c t t h a t Yates 

has the gathering system f o r a l l your w e l l s and t h e r e f o r e 

can make the choice t o keep the gas o f f market? 

A. At the time t h a t t h i s was going through — w e l l , 

and s t i l l a t t h i s p o i n t , we do not a c t u a l l y own the 

gat h e r i n g system. There was a — There i s a purchase t h a t 

i s going through between Yates Petroleum and Transwestern 

t o purchase the gathering system out here. 

But other — When most of t h i s work was going 

through, we d i d not own the gathering system. And when we 

chose t o shut i n the w e l l s , we simply, you know, went out 

t o the wellheads and closed the valves. 

Q. Okay. Do you c u r r e n t l y c o n t r o l the g a t h e r i n g 

system, then? You have not completed t h a t t r a n s a c t i o n ? 

A. They are c u r r e n t l y i n the due-diligence p e r i o d , 

and honestly, I do not know who i s i n c o n t r o l of the 

gath e r i n g system. 

Q. Okay. You said something e a r l i e r about the f a c t 

t h a t you had asked your f i e l d man t o increase the r a t e s of 

we l l s l i k e the Catterson 7 and t h a t he was uncomfortable 
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and wouldn't do i t . I may have misstated t h a t , but you and 

the f i e l d man had a discussion, and he wouldn't open these 

up? 

A. We've had long discussions about h i s p r a c t i c e s of 

producing the w e l l s . I do not have h i s experience i n the 

f i e l d . I mean, he's been out here many -- you know, t e n 

years or so. He has been working i n t h i s f i e l d as a pumper 

and a foreman. 

Q. I n terms of h i s p r a c t i c e , then, f o r the Catterson 

7 w e l l , i s he producing i t a t the maximum r a t e a t which, 

based upon h i s experience, he chooses t o produce i t ? 

A. He's producing i t simply a t what he chooses t o 

produce i t a t , yeah, I t h i n k t h a t ' s about the only way I 

can say t h a t , i s t h a t i t ' s what he chooses t o produce i t 

a t . 

Q. And we don't know what h i s c r i t e r i a i s by which 

he has made the judgment about how f a s t or a t what r a t e t o 

produce the Catterson 7? 

A. I have never been able t o understand i t . 

MR. KELLAHIN: A l l r i g h t , thank you. I have no 

f u r t h e r questions. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

(Off the record) 
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EXAMINER STOGNER: At t h i s p o i n t , Mr. Carr, do 

you want t o present your next witness? 

MR. CARR: That concludes our p r e s e n t a t i o n , Mr. 

Stogner. Mr. K e l l a h i n — 

EXAMINER STOGNER: Oh, okay. I t e l l you what, I 

do have one question f o r your landman, Ms. Porter. 

Ms. Porter, do you know when -- Or were you out 

on the BLM in s p e c t i o n t r i p ? 

MS. PORTER: I was not present. One of the 

r e g u l a t o r y agents was present w i t h John Crane of the BLM. 

I can f i n d out the exact date. We know i t had t o be j u s t 

before E x h i b i t — I s i t 5 or 6? 

MR. FANT: Five. 

MS. PORTER: I t ' s the a c t u a l p l a t out of the APD 

turned i n t o the BLM, because t h a t p l a t does have the BLM's 

requested l o c a t i o n on i t . So t h a t o n - s i t e had t o take 

place p r i o r t o t h a t s t a k i n g . 

EXAMINER STOGNER: Yeah, I'd l i k e t o have t h a t , 

e s p e c i a l l y i f there's some s o r t of n o t a t i o n about the BLM 

requesting you t o move i t . 

MS. PORTER: Okay, I can f u r n i s h you t h a t . 

EXAMINER STOGNER: Okay. Mr. Carr, I ' l l — 

MR. CARR: We w i l l f u r n i s h t h a t , Mr. Stogner. 

MS. PORTER: The permit agent t h a t signed on the 

st a k i n g p l a t i s the one t h a t was on l o c a t i o n . So we can 
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get t h a t t o you. 

EXAMINER STOGNER: Let's take a fi v e - m i n u t e 

recess a t t h i s p o i n t . 

(Thereupon, a recess was taken a t 11:22 a.m.) 

(The f o l l o w i n g proceedings had at 11:30 a.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

Mr. Kellahin? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

I'd l i k e you t o take a d m i n i s t r a t i v e n o t i c e of 

three items, Mr. Examiner. Ms. Porter r e f e r r e d t o a l l 

t h r e e . I t ' s Case 11,004, Case 10,981 and then l a s t l y i t ' s 

the D i v i s i o n w e l l f i l e f o r the Catterson 7 w e l l . I t h i n k 

i t f i l l s i n some of the context and substance f o r the 

discussion we've already had t h i s morning. We b e l i e v e i t ' s 

r e l e v a n t , and I'd ask you t o take a d m i n i s t r a t i v e n o t i c e of 

those items. 

EXAMINER STOGNER: A d m i n i s t r a t i v e n o t i c e w i l l be 

taken of — and I'm assuming when you say "the cases", t h a t 

you're t a l k i n g about the whole record i n those cases? 

MR. KELLAHIN: Yes, s i r . They are not lengthy, 

and what we're looking a t s p e c i f i c a l l y i s so f a r as they 

r e l a t e t o the Catterson 7. 

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

n o t i c e of Cases 11,004, 10,981, and the D i v i s i o n f i l e . 

Mr. Kellahin? 
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MR. KELLAHIN: I ' d l i k e t o c a l l Mr. Jim 

Brannigan. Mr. Brannigan resides i n Roswell, New Mexico. 

He's a c o n s u l t i n g g e o l o g i s t . He's been r e t a i n e d by Tide 

West O i l Company as an expert witness i n t h i s case. 

JIM BRANNIGAN, 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the record, Mr. Brannigan, would you please 

s t a t e your name and occupation? 

A. Jim Brannigan. I'm a c o n s u l t i n g g e o l o g i s t . 

Q. Summarize f o r us your education and employment 

experience. 

A. Okay, I have a bachelor's degree i n geology from 

Northern Arizona U n i v e r s i t y . I have t e s t i f i e d before i n 

f r o n t of the Commission and have gotten t h e i r b l e s s i n g as 

an expert witness. 

I have 15 years' experience, the m a j o r i t y of 

which i s i n the Pecos Slope. I've done extensive mapping 

f o r Mesa Petroleum and other o i l companies i n the past i n 

the Abo, have co-authored two p u b l i c a t i o n s i n the Pecos 

Slope. I've sat over 200 w e l l s , logging jobs i n the Pecos 

Slope f o r Mesa Petroleum and various other o i l companies. 

I a c t u a l l y d i d some work i n d i r e c t l y f o r Yates 
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Petroleum and Mesa and a few other companies when back i n 

the e a r l y 1980s, Yates contacted a c o n s u l t i n g g e o l o g i s t by 

the name of George Scott, who I was associated w i t h i n the 

e a r l y 1980s, t o extend the FERC 107 t i g h t gas sands from 

the de Baca/Chaves county l i n e as f a r n o r t h as we could get 

i t . We d i d manage t o get i t i n t o the northern l i m i t s of 

Guadalupe County, so I was one of the g e o l o g i s t s t h a t 

a c t u a l l y d i d the geology t o get the 107 gas extended up 

i n t o northern Guadalupe County. 

I'm also a C e r t i f i e d Petroleum Geologist w i t h the 

AAPG and also a C e r t i f i e d Professional Geologist w i t h the 

AIPG. 

Q. When Tide West O i l Company asked you t o make a 

geologic i n v e s t i g a t i o n i n t h i s p a r t i c u l a r area, then they 

were asking you t o do something t h a t ' s w i t h i n your 

expertise? 

A. Yes, they were. 

MR. KELLAHIN: We tender Mr. Brannigan as an 

expert g e o l o g i s t . 

EXAMINER STOGNER: Are there any objections? 

MR. CARR: No o b j e c t i o n . 

EXAMINER STOGNER: Mr. Brannigan i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Mr. Brannigan, you have out 

before you what we've marked as Tide West O i l Company 

E x h i b i t 1. Let me set the context of my questions f o r you, 
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and then w e ' l l look at the e x h i b i t . 

G e o l o g i c a l l y , do you f i n d t h a t you're able t o 

reach an opini o n about the necessity of an a d d i t i o n a l w e l l 

f o r Tide West i n t h e i r spacing u n i t , i n s o f a r as the 

Catterson 7 w e l l r e l a t e s t o the e x i s t i n g Tide West Chaves 

"A" well? 

A. Yes. 

Q. G e o l o g i c a l l y , can you determine whether or not 

the Chaves "A" w e l l i s able t o p r o t e c t i t s spacing u n i t 

from any encroachment? 

A. Yes, i t can be determined. 

Q. And have you reached t h a t conclusion? 

A. I've concluded t h a t the Catterson — the Tide 

West Chaves "A" Number 1 i s not a p r o t e c t i o n w e l l from the 

sands t h a t are producing from the Catterson Number 7. 

Q. I n a d d i t i o n , based upon your experience, can you 

c h a r a c t e r i z e f o r us what we would expect t o be the 

performance of a t y p i c a l Pecos Slope-Abo w e l l and, based 

upon t h a t c h a r a c t e r i s t i c , determine i f there's any geologic 

basis by which you see these w e l l s produce and perform? 

A. I f I understand the question, I t h i n k the f i r s t 

p a r t i s more of an engineering question. 

Q. Yes, s i r , but I want you t o t i e i t back t o a 

geologic conclusion. Based upon your experience, 

c h a r a c t e r i z e what we see t o be the signature of how a Pecos 
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Slope-Abo gas well performs. 

A. Okay. Well, b a s i c a l l y , i f you want t o go ahead 

and look a t a l l 800, plus or minus, w e l l s t h a t are 

producing or were completed i n the Abo, an average w e l l 

would have about 30 f e e t of c r o s s - p l o t p o r o s i t y of a t l e a s t 

t e n percent, water s a t u r a t i o n somewhere i n the low 3 0s, and 

would make somewhere i n the neighborhood of 600 m i l l i o n 

cubic f e e t . 

What I'm seeing here i n r e l a t i o n s h i p t o the 

Catterson Number 7, i t has approximately what I'm g i v i n g as 

an eight-percent c r o s s - p l o t p o r o s i t y , about 55 f e e t of 

p o t e n t i a l p o r o s i t y or pay, which i s more than the normal 

w e l l i n the f i e l d . 

U n f ortunately, the Tide West w e l l i n U n i t B of 

Section 21 does not have t h a t many -- does not have — 

according t o t h i s cross-section, doesn't have the — what I 

c a l l the green sand or the pink sand, which are c u r r e n t l y 

being produced out of the Catterson Number 7. So the w e l l 

i n U n i t B i s not protected because i t doesn't have those 

sands i n the borehole. 

But through my ge o l o g i c a l study, I'm concluding 

t h a t i n the northeast quarter of Section 21, t h a t those 

sands, the pink and the green, do e x i s t on the Tide West 

acreage. 

Q. When we look a t the performance, producing r a t e s 
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of the Pecos Slope-Abo gas w e l l s , i s there a common 

c h a r a c t e r i s t i c t o how they produce over time i n terms of 

rate? 

A. Yes, there i s . The average w e l l i n the Pecos 

Slope — and I'm t a l k i n g o r i g i n a l l y w i t h 1150- t o 1200-

pound bottomhole pressure, again, dependent on what 

Transwestern d i d w i t h t h e i r p i p e l i n e pressures, but 

ge n e r a l l y what you saw i n the f i r s t year was a 30- t o 40-

percent d e c l i n e i n production. 

Then the next year was a l i t t l e b i t less of a 

de c l i n e , u n t i l f i n a l l y over the course of the next umpteen 

years you are looking a t about an e i g h t - t o ten-percent 

d e c l i n e i n the r a t e . 

Now, the beauty of t h a t was, back i n the e a r l y 

1980s, when there was t h i s FERC 107 t i g h t gas sand, the gas 

pr i c e s were increasing a t ei g h t t o ten percent per year. 

So a c t u a l l y , what i t was was, once you got your f l u s h 

p r oduction, the we l l s paid out i n the f i r s t year. Because 

normally i n an Abo w e l l , i n the e a r l y days, i f you d i d n ' t 

get your money back i n the f i r s t 12 t o 15 months you 

weren't going t o get i t back, because t h a t ' s where your 

f l u s h production was. 

From t h a t p o i n t on, then, even though you were 

d e c l i n i n g a t a given r a t e , the FERC 107 gas was in c r e a s i n g 

about the same r a t e , so you p r e t t y much stayed l e v e l , and 
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t h a t was your gravy a l l the way t o — You know, some of 

these w e l l s , l i k e the McConkey Number 1 have been producing 

since 1977. 

Q. I s there a geologic explanation t o seeing why an 

Abo gas w e l l w i l l s t a r t o f f a t a r a t e , d r a m a t i c a l l y d e c l i n e 

and then l e v e l o f f over time? 

A. Yes, the c h a r a c t e r i s t i c of the rock. The rock i s 

very t i g h t , and t h a t ' s why the f e d e r a l government gave the 

107 t i g h t gas sands. I n f a c t , I've seen some of the cores 

from some of these Abo w e l l s , and even the pay sands look 

l i k e — they look l i k e red b r i c k . 

Q. Based upon your geologic i n v e s t i g a t i o n , do you 

have an opini o n as t o whether the sand members present i n 

the Catterson w e l l extend i n t o the Tide West spacing u n i t 

i n the northeast quarter of Section 21? 

A. Yes, i t ' s my opinion, a f t e r doing extensive 

mapping i n t h i s whole f i e l d , doing f i e l d work and 

i n d i v i d u a l mapping t h a t I've done through the years, t h a t 

there's no question i n my mind t h a t these sands extend i n t o 

the northeast quarter of Section 21. 

Q. I n your opinion, w i l l a p r o t e c t i o n w e l l be 

necessary by Tide West i n order t o avoid having i t s acreage 

depleted by production from the Catterson 7 well? 

A. Yes, absol u t e l y . 

Q. Let's look at the cross-section, have you o r i e n t 
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us as to the various sand members in each well, and then 

show us why you have concluded the Chaves "A" w e l l i s not 

s i t u a t e d t o p r o t e c t the spacing u n i t from any gas m i g r a t i o n 

caused by the Catterson 7 w e l l . 

A. Well, when you go from the no r t h , which i s the 

Tide West Chaves "A" Federal Number 1, down t o the 

Catterson Number 7, you can see t h a t the sand development 

i n the Number 7 Catterson, e s p e c i a l l y i n the lower sands, 

the pink, the green and the brown, which are the only 

producers i n the Catterson Number 7 r i g h t now, i n the 

Chaves "A" we only have one sand; t h a t would be the brown 

sand. 

So e s s e n t i a l l y what I'm saying, from my work, i s 

t h a t the pink sand and the green sand t h a t are producing 

r i g h t now i n the Catterson Number 7 are not i n the borehole 

i n the Tide West w e l l but do — those sands do extend i n t o 

the northeast quarter of Section 21. 

Q. Do you have a recommendation t o the Examiner as 

t o what you would seek him t o do w i t h regards t o a s o l u t i o n 

f o r these two cases? 

A. I t h i n k , based on what we're seeing, i s a 50-

percent -- the Yates w e l l , the Catterson Number 7, i s 50-

percent c l o s e r than a standard l o c a t i o n would be, and my 

recommendation would be a 50-percent penalty t o go on ad 

i n f i n i t u m . 
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And the reason I say t h a t i s because whether Tide 

West d r i l l e d t h e i r w e l l 2310 from the n o r t h , 660 from the 

east, or at some p o i n t i n the f u t u r e decided t o d r i l l a 

standard l o c a t i o n , 1980 from the no r t h and east, or 1320 or 

whatever the standard l o c a t i o n might be, based on the 

drainage we're seeing from the Number 1 Catterson i n U n i t P 

t o the Number 7, which i s 1650 f e e t away, we're seeing a 

s u b s t a n t i a l drop i n bottomhole pressure from an o r i g i n a l 

1150 t o 400-and-some-odd pounds i n the Number 7. 

I can say t h a t i f the sands -- and they do extend 

i n the northeast quarter of Section 21 -- i f the drainage 

took place 1600 f e e t away from the Number 1 Catterson, t h a t 

we're going t o see at l e a s t 1600 f e e t t o the n o r t h , i n t o 

the Tide West acreage. 

Whether they d r i l l t h e i r proposed l o c a t i o n , l i k e 

I s a i d , a t 2310 from the north, 660 from the east, or 

whether they go w i t h an orthodox l o c a t i o n , anywhere i n the 

northeast quarter where those sands are found, the pink and 

the green sand, the Catterson Number 7 i s going t o 

adversely a f f e c t Tide West production. 

MR. KELLAHIN: That concludes my examination of 

Mr. Brannigan. We move the i n t r o d u c t i o n of h i s E x h i b i t 

Number 1. 

EXAMINER STOGNER: Any objections? 

MR. CARR: No o b j e c t i o n . 
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EXAMINER STOGNER: E x h i b i t Number 1 w i l l be 

admitted i n t o evidence. 

Thank you, Mr. K e l l a h i n . 

Mr. Carr, your witness. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Brannigan, I t h i n k you t e s t i f i e d t h a t the 

Tide West O i l Company Chaves "A" Federal Number 1 i n Unit B 

would not be a p r o t e c t i o n w e l l or an adequate p r o t e c t i o n 

w e l l f o r the Catterson "SS" Number 7? 

A. I t won't be f o r the pink and the green sands t h a t 

are not present i n the Tide West w e l l . 

Q. I n f a c t , i f the Catterson i s moved back t o a 

standard l o c a t i o n , t h a t w e l l s t i l l wouldn't be an adequate 

p r o t e c t i o n w e l l , would i t ? I f Catterson had been d r i l l e d 

660 back from the common boundary? 

A. Well, there s t i l l — I'm not an engineer, but i f 

you moved i t -- Obviously, there are some c i r c l e s t h a t 

could be drawn by an engineer, and you could say, Well, the 

f a c t t h a t I am 50-percent closer, I am going t o adversely 

a f f e c t , more so than i f I was a standard l o c a t i o n . 

I f I was 660 from the common boundary instead of 

330, yes, I would be a f f e c t i n g i t , based on what we're 

seeing. But 330 i s 50-percent close r , so we're going t o 

d r a i n f a r t h e r t o the no r t h than we would have. 
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Q. But my question was whether or not the 

Catterson — or the Tide West Chaves "A" Federal Number 1 

w e l l -- i t ' s not an adequate p r o t e c t i o n w e l l i n any event, 

whether the Catterson Number 7 i s 660 or 330, i s i t ? You 

need another well? 

A. Exactly. 

Q. And you've looked at t h i s g e o l o g i c a l l y and you've 

determined from a g e o l o g i c a l p o i n t of view t h a t a w e l l i s 

needed? 

A. Yes. 

Q. Now, we've t a l k e d about i t from a g e o l o g i c a l 

p o i n t of view. Can you t e l l me whether or not Tide West 

has i n f a c t decided — based on geology, but l o o k i n g a t 

reserves, whether or not they're r e a l l y going t o d r i l l an 

a d d i t i o n a l w e l l a t t h i s time? 

A. Mr. Carr, I r e a l l y don't know, because I work out 

of Roswell, and I'm working as a consultant. I r e a l l y 

don't know. A l l I can t e l l you i s t h a t the APD has been 

put i n t o the BLM. 

Q. So you j u s t don't know that? 

A. Well, a l l I know i s t h a t i f Tide West does not 

plan on d r i l l i n g t h e i r w e l l , they're spending a l o t of time 

and money t o f o o l Yates Petroleum. 

Q. I f a penalty i s not imposed — Well, l e t ' s say a 

penalty i s imposed and no w e l l i s ever d r i l l e d . I n t h a t 
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circumstance, a penalty would have no meaning whatsoever. 

I t would j u s t slow down the time i t would take Yates t o 

recover those reserves; i s n ' t t h a t r i g h t ? 

A. To a c e r t a i n extent. But i f you go ahead and, 

based on the common decline of an Abo w e l l , being 30 t o 40 

percent i n the f i r s t year, i f we a r b i t r a r i l y s a i d , Okay and 

the Commission agreed t h a t we're going t o be a 50-percent 

decrease i n production from a given r a t e t h a t we're going 

t o — say tomorrow, you can bet on a normal curve t h a t a 

year from now i t ' s going t o be at 4 0 percent of t h a t 

anyway. 

So ev e n t u a l l y , w i t h i n a year, Yates i s going t o 

be a t t h a t 40- t o 50-percent decrease anyway. So 

r e l a t i v e l y speaking, Yates i s r e a l l y only l o o k i n g a t a year 

penalty anyway, based on a normal de c l i n e of an Abo w e l l . 

Q. But i f there i s no w e l l o f f s e t t i n g t h a t t r a c t , 

whether i t ' s a year or s i x months, penalty i s meaningless? 

A. But i t ' s going t o be my recommendation as a 

ge o l o g i c a l expert t o Tide West t h a t they do d r i l l a w e l l i n 

the northeast quarter. 

Q. And you don't know i f they've decided t o do that ? 

A. I t ' s not p r i v i l e g e d i n f o r m a t i o n t o me. 

A l l I can say i s t h a t i t would seem — I t would 

seem l i k e they want t o d r i l l t h e i r w e l l on the proposed 

l o c a t i o n , because otherwise they're p u t t i n g — they're 
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spending a l o t of money on me and Tom f o r no reason a t a l l . 

Q. But you've said you don't know? 

A. I'm not p r i v y t o t h a t i n f o r m a t i o n . 

Q. You don't know when the Tide West acquired — the 

date on which they acquired t h e i r i n t e r e s t i n t h i s s e c t i o n 

e i t h e r , do you? 

A. To a c e r t a i n extent I do, because I have been 

working the Pecos Slope-Abo f i e l d f o r the l a s t -- w e l l , 

since 1981. 

Q. Can you t e l l me when i t was they acquired the 

i n t e r e s t from Merit? 

A. Yes, w i t h i n a c e r t a i n parameter. And the reason 

I say t h a t i s because a f r i e n d of mine, Enich D i f f e e , who's 

a landman i n Roswell, and I , got a farmout from M e r i t 

Energy about — i t ' s been probably 15 months ago. 

We went back f o r an extension a f t e r we had a 

three-month farmout. Within t h a t three months we weren't 

d e a l i n g w i t h M e r i t , we were dea l i n g w i t h Tide West. 

So I would say give or take about a year ago i s 

when Tide West took over from M e r i t . And I'm basing t h a t 

on -- I d i d not have any dealings d i r e c t l y w i t h e i t h e r 

M e r i t or Tide West. The landman d i d . I was l o o k i n g a t i t 

from a t e c h n i c a l side. 

Q. But you can't give me an exact date when t h i s --

A. No, I mean — When the paperwork was signed 
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and — 

Q. Yes. 

A. No. 

Q. And being a ge o l o g i c a l consultant, you don't 

know, do you, whether or not — When Tide West acquired 

t h e i r i n t e r e s t i n the north h a l f of 21, you don't know 

whether or not they knew at t h a t time there had been a 

l o c a t i o n authorized 330 f e e t o f f t h e i r south boundary? Do 

you know that? 

A. No, I don't t h i n k even Yates knew i t , because 

they were c o n t a c t i n g the wrong operator. 

Q. My question i s , do you know i f Tide West knew 

t h a t a l o c a t i o n had already been approved t h a t close a t the 

time they acquired — 

A. Oh, I couldn't t e l l you. 

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

EXAMINER STOGNER: Mr. K e l l a h i n , any r e d i r e c t ? 

MR. KELLAHIN: No, s i r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. When I r e f e r t o your E x h i b i t Number 1, where 

would you recommend by t h i s cross-section where t o put 

p e r f o r a t i o n s i n the proposed Chaves "A" Federal Number 2 t o 

p r o t e c t against the Catterson Number 7? 

A. Assuming t h a t a l l my sands are cor r e c t ? 
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Q. Yeah, based on t h i s — 

A. Based on t h i s cross-section? 

Q. Uh-huh. 

A. Well, I would say — I would p e r f o r a t e -- I would 

— Again, Mr. Examiner, I t h i n k you run i n t o an engineering 

problem. 

Let's assume t h a t we get a l l the sands t h a t I 

t h i n k we're going t o get. I f we can base on Yates' 

i n f o r m a t i o n t h a t what I'm c a l l i n g the pink, green and brown 

sand are depleted h e a v i l y at 473 pounds bottomhole pressure 

-- but l e t ' s say we get the red sand developed and these 

other s t r i n g e r s t h a t are above, but they have v i r g i n 

bottomhole pressure, or — i t may be 600 or 700 or 800 or 

9 00 pounds. 

I t ' s probably an engineering c a l l , then. Do you 

complete them together when you have a 500- or 600-pound 

d i f f e r e n c e i n bottomhole pressure? 

My recommendation would be t o go ahead and set a 

packer and produce out of the sands t h a t Yates i s producing 

out o f , t o p r o t e c t your acreage before you came back up and 

went ahead and completed out of the upper sands, i f t h a t ' s 

p o s s i b l e engineeringwise. I'm not an engineer, and I know 

j u s t enough t o be deadly. 

But I do believe t h a t i f the Tide West Number 2 

Chaves "A" came i n , I would produce those sands t h a t Yates 
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has r i g h t now, t o p r o t e c t . 

Q. Did you propose t h i s l o c a t i o n or — 

A. No, I d i d — 

Q. -- someone else? 

A. No, I d i d not. This l o c a t i o n was given t o me by 

Tide West. 

EXAMINER STOGNER: I have no other questions a t 

t h i s time. 

Mr. Kellahin? 

Mr. Carr? 

MR. CARR: I have nothing. 

MR. KELLAHIN: That concludes my discus s i o n w i t h 

Mr. Brannigan. 

EXAMINER STOGNER: Do you have another witness? 

MR. KELLAHIN: I've conferred w i t h Mr. Carr and 

advised him I wasn't going t o c a l l f u r t h e r witnesses. I'm 

going t o l e t the record stand as i t i s , w i t h the f o l l o w i n g 

supplements, Mr. Examiner. 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: I do have a c e r t i f i c a t e of m a i l i n g 

by which we have n o t i f i e d a l l the operators surrounding our 

spacing u n i t , and we would ask t h a t be submitted as p a r t of 

the record on behalf of Tide West. 

I n a d d i t i o n , Mr. Examiner, I w i l l r e p o r t t o you 

t h a t Tide West's a p p l i c a t i o n f o r permit t o d r i l l a t i t s 
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equiv a l e n t l o c a t i o n t h a t would o f f s e t the Catterson w e l l i s 

s t i l l pending f i n a l approval w i t h the Bureau of Land 

Management. We don't have a f i n a l approved APD a t t h i s 

p o i n t . I'm happy t o f u r n i s h you a copy of t h a t approval i f 

and when we ever receive i t . 

With t h a t , we have concluded the p r e s e n t a t i o n of 

our evidence, and we're ready t o make a short c l o s i n g 

statement. 

EXAMINER STOGNER: Okay, Mr. K e l l a h i n , I ' l l l e t 

you s t a r t . 

MR. KELLAHIN: Mr. Examiner, Yates has agreed 

w i t h us t h a t we're e n t i t l e d t o an o f f s e t p r o t e c t i o n w e l l . 

They have waived any o b j e c t i o n t o having our w e l l l o cated 

an equal distance o f f t h a t common boundary l i n e . 

Mr. Brannigan has demonstrated t o you t h a t the 

sand package present, a t l e a s t some p o r t i o n s of the sand 

package present i n the Catterson 7 w e l l , extend i n t o the 

Tide West acreage i n the northeast quarter of Section 21. 

I t i s h i s geologic conclusion t h a t the e x i s t i n g Chaves w e l l 

t h a t they have i n Unit L e t t e r B i s not s u f f i c i e n t or 

adequate t o p r o t e c t t h e i r spacing u n i t from the competition 

by the Yates w e l l . 

The questions f o r you t o answer are the questions 

I r a i s e d t o you a while ago a t the beginning. That i s , 

Yates has f a i l e d t o obtain D i v i s i o n approval t o produce 
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t h i s w e l l , they do not have an order t o produce t h i s w e l l 

a t i t s unorthodox l o c a t i o n . 

The f a c t t h a t another l o c a t i o n u n d r i l l e d received 

approval and had waivers from other p a r t i e s i s not the 

e q u i v a l e n t t o approving t h i s l o c a t i o n . My c l i e n t has 

objected t o i t . And without D i v i s i o n approval by e i t h e r 

t h i s Examiner or anyone else a t the D i v i s i o n , they have 

selected t o produce t h e i r w e l l . 

We believe t h a t t h a t production volume ought t o 

be charged against the w e l l , based upon a pro d u c t i o n 

penalty of 50 percent. 

There i s obviously i n s u f f i c i e n t r e s e r v o i r 

engineering data a v a i l a b l e t o q u a n t i f y the recoverable gas 

t h a t t h i s w e l l w i l l achieve or t o determine any other 

e q u i t a b l e means by which t o d i s t r i b u t e a penalty. 

I n those circumstances, then, a 50-percent 

penalty i s the d e f a u l t penalty the D i v i s i o n uses i n such 

circumstances. 

We are requesting t h a t t h i s overproduction, the 

amount of gas they've already produced, be charged against 

a production allowable and t h a t a f t e r the date of t h i s 

order, t h a t they receive a 50-percent penalty. 

The issue f o r you t o decide i s , what i s t h a t 

p e nalty t o be based on? We suggest t h a t Mr. Fant has given 

you the answer i n E x h i b i t 6. 
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We recommend t o you t h a t you go t o Yates 1 average 

production a t capacity, averaged over 4 4 days, and t h a t you 

use 569 MCF of gas a day as the maximum r a t e and take 50 

percent of t h a t , and t h a t demonstrates the ap p r o p r i a t e 

l e v e l of penalty f o r t h i s w e l l . 

I t matters not whether or not Tide West d r i l l s or 

does not d r i l l t h e i r w e l l . Penalties imposed upon 

l o c a t i o n s are f o r the l i f e of the encroaching w e l l . 

What we are asking you t o do, though, i f we 

obt a i n BLM approval f o r t h i s unorthodox l o c a t i o n on our 

side and we d r i l l t h a t w e l l , and upon f i r s t gas sales, the 

penalty comes o f f of t h e i r w e l l . They s t i l l achieve a 

competitive advantage. They get the b e n e f i t of having t o 

d r i l l and produce the unorthodox l o c a t i o n . 

And we believe t h a t ' s an appropriate s o l u t i o n , 

and we recommend t h a t t o you, Mr. Examiner. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: May i t please the Examiner, as the 

evidence shows, as t o the Catterson Number 1, the w e l l was 

o r i g i n a l l y approved a t a l o c a t i o n 330 f e e t away from the 

northern boundary of the Yates, 330 f e e t away from the 

t r a c t t h a t Tide West now operates. 

Yates proceeded t o go forward w i t h i t s plans t o 

develop t h i s t r a c t w i t h an i n f i l l w e l l , and the BLM t o l d 

them, You have t o move 130 f e e t t o the east, and t h a t ' s 
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what we d i d . 

They d r i l l e d the w e l l , however, before they came 

back t o the O i l Conservation D i v i s i o n . When they — Now 

back before you seeking t h a t a p p l i c a t i o n — or seeking 

approval of t h a t l o c a t i o n -- we have f i l e d an 

a d m i n i s t r a t i v e a p p l i c a t i o n , we've received a waiver from 

the p a r t y toward whom we moved the w e l l , Sanders Petroleum, 

and the only issue t h a t stands i s whether or not our 

f a i l u r e t o come before you and obt a i n approval of the 

l o c a t i o n should become the basis f o r a 50-percent penalty 

on the w e l l . 

I t h i n k i t ' s important t o look a t how Yates 

handled t h i s matter, and any suggestion t h a t they've been 

t r y i n g t o hide the b a l l or not a b s o l u t e l y up f r o n t w i t h 

anyone I t h i n k the evidence i n t h i s case a b s o l u t e l y and 

c l e a r l y r e f u t e s . 

As soon as they discovered -- the day they 

discovered t h a t there was a change i n ownership and there 

was a new o f f s e t t i n g operator t o the n o r t h , what d i d they 

do? They contacted the OCD and they said, Stop, you can't 

approve our a d m i n i s t r a t i v e a p p l i c a t i o n , we have t o give 

someone else n o t i c e . And they immediately gave them 

n o t i c e . 

And from the time the case was set f o r hearing, 

they have produced the data they have been requested t o 
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produce on the w e l l , they have continued the case so t h a t 

the data can be reviewed and so t h a t there can be e f f o r t s 

t o o b t a i n a permit. 

And we submit t o you t h a t we stand before you 

having, yes, made a mistake, but having acted i n good f a i t h 

t o resolve t h a t problem. 

Now, we t a l k e d about a penalty. We f e e l no 

penalty should be imposed, and t h a t i s because we're no 

clo s e r t o them than we were authorized t o be when they 

acquired the acreage. 

But i f you believe a penalty i s a p p r o p r i a t e , we 

a l l agree 50 percent -- j u s t the simple approach, we're 50 

percent too close, impose a 50-percent penalty -- i s the 

appropriate way t o go. And we would even agree w i t h Mr. 

K e l l a h i n ' s number, s e t t i n g the basis f o r t h a t based on our 

E x h i b i t Number 6. 

But I t h i n k you also ought t o look a t what we 

have produced since the w e l l was f i r s t capable of 

production. We haven't even reached the 50-percent mark. 

We've produced 44 percent, we bel i e v e , of what we could 

have produced. 

And i n view of t h a t , and i n view of the f a c t t h a t 

we have l e t the case be continued instead of g e t t i n g an 

order i n May, t o come i n now and charge e v e r y t h i n g we have 

produced against us as overproduction we b e l i e v e i s 
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a b s o l u t e l y u n f a i r . 

The w e l l has produced below 50 percent, we are 

agreeable t o a penalty a t 50 percent, but we do be l i e v e a t 

some p o i n t i n time, i f there i s no o f f s e t development, t h a t 

p e nalty should be removed. 

We believe what we recommend i s f a i r , we be l i e v e 

what we recommend p r o t e c t s c o r r e l a t i v e r i g h t s , and we would 

ask t h a t you, based on your recommendation, e i t h e r impose 

no penalty or a 50-percent penalty from the date of f i r s t 

p r o d uction, no overproduction being charged against t h i s 

w e l l , and t h a t you impose some s o r t of a l i m i t on the time 

frame w i t h i n which the penalty w i l l remain i n place. 

EXAMINER STOGNER: I'd l i k e t o go back t o the 

motion t h a t was made — or, not the motion t h a t was made 

but the e r r o r t h a t was c a l l e d t o our a t t e n t i o n . 

I b e l i e v e t h a t w i l l be necessary, because there's 

q u i t e a b i t of d i f f e r e n c e here i n t h i s s e c t i o n , and we d i d 

r e a d v e r t i s e the other one. I t h i n k i t w i l l be necessary t o 

re a d v e r t i s e the Case 11,283. I don't t h i n k t h e r e w i l l any 

necessity t o come back i n at t h a t time and present any 

testimony, but f o r n o t i f i c a t i o n ' s sake and p u b l i c a t i o n ' s 

sake we need t o re a d v e r t i s e i t . 

That e s s e n t i a l l y gives us four more weeks. I 

would ask the attorneys between now and then t o perhaps 

give me a rough d r a f t on t h a t . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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This would also n e c e s s a r i l y cause a delay i n the 

issuance of an order i n the Tide West case, since I t h i n k 

one order i s necessary since we've consolidated. 

I apologize f o r the e r r o r i n the advertisement. 

And w i t h t h a t , i s there anything f u r t h e r i n these 

matters? 

MR. KELLAHIN: No, s i r . 

EXAMINER STOGNER: I ' l l take the matter i n Case 

11,355 under advisement and w i l l continue and r e a d v e r t i s e 

Case 11,283, w i t h the necessary changes f o r p u b l i c n o t i c e . 

(Thereupon, these proceedings were concluded a t 

11:58 a.m.) 

* * * 

1 ^ hereby ce^N that the forgoing Is 

of Case rSJJJl£*"y/'* a con : - c . 
the Lxa;.:';ner 
heard by R ^ j ^ 

, Examiner 

Oil Conservation Division 

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