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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION ' " 

IN THE MATTER OF THE HEARING CALLED 
BY THE OIL CONSERVATION DIVISION FOR 
THE PURPOSE OF CONSIDERING: 

APPLICATION OF YATES PETROLEUM 
CORPORATION FOR THE PROMULGATION OF 
SPECIAL RULES AND REGULATIONS FOR THE 
SOUTH PECOS SLOPE-ABO GAS POOL, 
CHAVES COUNTY, NEW MEXICO 

APPLICATION OF YATES PETROLEUM 
CORPORATION FOR THE PROMULGATION OF 
SPECIAL RULES AND REGULATIONS FOR THE 
WEST PECOS SLOPE-ABO GAS POOL, 
CHAVES COUNTY, NEW MEXICO 

IN THE MATTER OF CASE NOS. 10,793, 
10,981 AND 11,004 BEING REOPENED 
PURSUANT TO THE PROVISIONS OF DIVISION 
ORDER NOS. R-9976 and R-9976-A 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER Hearing Examiner 

November 2nd, 1995 
Roswell, New Mexico 

This matter came on f o r hearing before t h e New 
Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 
Hearing Examiner, on Thursday, November 2nd, 1995, a t the 
Roswell C i t y H a l l , 425 North Richardson S t r e e t , Roswell, 
New Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 
7 f o r the State of New Mexico. 
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E X H I B I T S 

Yates I d e n t i f i e d Admitted 

E x h i b i t 1 10 14 
E x h i b i t 2 l l 14 
E x h i b i t 3 11, 22 14 

E x h i b i t 4 12 14 
E x h i b i t 5 13 14 
E x h i b i t 6 3 0 52 

E x h i b i t 7 33 52 
E x h i b i t 8 33 52 
E x h i b i t 9 34 52 

E x h i b i t 10 34 52 
E x h i b i t 11 34 52 
E x h i b i t 12 34 52 

E x h i b i t 13 34 52 
E x h i b i t 14 3 6 52 
E x h i b i t 15 39, 40 52 

E x h i b i t 16 39, 43 52 
E x h i b i t 17 39, 45 52 
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A P P E A R A N C E S 

FOR THE DIVISION: 

RAND L. CARROLL 
Att o r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
2 040 South Pacheco 
Santa Fe, New Mexico 87505 

FOR YATES PETROLEUM CORPORATION: 

CAMPBELL, CARR & BERGE, P.A. 
Sui t e 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 

FOR TIDE WEST OIL COMPANY 
and GREAT WESTERN DRILLING COMPANY: 

KELLAHIN & KELLAHIN 
117 N. Guadalupe 
P.O. Box 2265 
Santa Fe, New Mexico 87504-2265 
By: W. THOMAS KELLAHIN 

ALSO PRESENT: 

JAMES EAKIN and BILLIE L. EAKIN 
Elephant Bu t t e , New Mexico 
Royalty I n t e r e s t Owners 

JIM WALKER 
Pl a i n s Radio Petroleum Company 
A m a r i l l o , Texas 
Royalty I n t e r e s t Owner 
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WHEREUPON, the following proceedings were had at 

10:18 a.m.: 

EXAMINER STOGNER: At t h i s time I ' l l c a l l Case 

11,421. 

MR. CARROLL: Application of Yates Petroleum 

Corporation f o r the promulgation of special rules and 

regulations f o r the South Pecos Slope-Abo Gas Pool, Chaves 

County, New Mexico. 

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

appearances. 

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

William F. Carr with the Santa Fe law f i r m Campbell, Carr 

and Berge. 

We represent Yates Petroleum Corporation i n t h i s 

matter and would request that Case 11,421, which r e l a t e s t o 

special rules f o r the South Pecos Slope-Abo Gas Pool, be 

consolidated f o r purposes of hearing with the Application 

of Yates f o r si m i l a r rules f o r the West Pecos Slope-Abo — 

that's Case 11,422 — and also that these two cases be 

consolidated with the three cases, 10,793, 10,981, and 

11,004, which have been reopened pursuant t o Divi s i o n 

Orders Numbers R-9976 and R-9976-A. 

EXAMINER STOGNER: Are there any objections t o 

consolidation of these matters? 

Then at t h i s time I w i l l c a l l Case Number 11,422 
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and the re-opened cases 10,793, 10,981 and 11,004. 

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

Corporation f o r the promulgation of s p e c i a l r u l e s and 

r e g u l a t i o n s f o r the West Pecos Slope-Abo Gas Pool, Chaves 

County, New Mexico; and i n the matter of Case Numbers 

10,793, 10,981 and 11,004 being reopened pursuant t o the 

p r o v i s i o n s of D i v i s i o n Order Numbers R-9976 and R-9976-A, 

which orders e s t a b l i s h e d a " p i l o t i n f i l l d r i l l i n g program" 

i n t he Pecos Slope-Abo Gas Pool, Chaves County, New Mexico. 

EXAMINER STOGNER: Okay. Other than Mr. Carr 

w i t h Yates Petroleum, any other appearances i n these 

matters? 

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 Tide West O i l Company and Great Western 

D r i l l i n g Company. 

EXAMINER STOGNER: Other appearances? 

I f y o u ' l l please stand and s t a t e your name and 

place of residence, i f anybody would care t o ente r an 

appearance i n t h i s matter a t t h i s time. 

JAMES EAKIN: We'd l i k e t o be recognized. We're 

r o y a l t y owners i n t h i s area, James Eakin and B i l l i e L. 

Eakin, E-a-k-i-n. We're from Elephant Bu t t e , New Mexico. 

EXAMINER STOGNER: That's James, and what's t h e 

other name? 

STEVEN T. BRENNER, CCR 
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MR. EAKIN: B i l l i e , B - i - l - l - i - e . 

EXAMINER STOGNER: And you r e s i d e i n Elephant 

Bu t t e , New Mexico? 

MR. EAKIN: At the present, yes. But we've 

ranched i n t h i s area out here since 1944. 

EXAMINER STOGNER: And you are a r o y a l t y i n t e r e s t 

owner? 

MR. EAKIN: Yes, s i r . 

EXAMINER STOGNER: Okay. There w i l l be an 

o p p o r t u n i t y f o r you l a t e r on t o make a statement i f you 

would care t o . Thank you, s i r . 

Any other appearances? Or r e c o g n i t i o n ? 

JIM WALKER: Jim Walker, P l a i n s Radio Petroleum 

Company, A m a r i l l o , Texas. 

EXAMINER STOGNER: Mr. Walker, are you a r o y a l t y 

i n t e r e s t owner, mineral i n t e r e s t or operator or a l l , or 

what? 

MR. WALKER: Not as Pl a i n s Radio. I n d i v i d u a l l y I 

have some r o y a l t y . 

EXAMINER STOGNER: Okay. Any other appearances, 

or anybody l i k e t o be recognized? 

Okay. I n t h a t case, are the r e any opening 

statements? 

MR. CARR: May i t please the Examiner, I don't 

have an opening statement. 

STEVEN T. BRENNER, CCR 
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I do have two witnesses. 

EXAMINER STOGNER: Mr. Ke l l a h i n ? 

MR. KELLAHIN: I have no witnesses t o be sworn, 

Mr. Examiner. 

EXAMINER STOGNER: Okay. With t h a t , would t h e 

witnesses please stand a t t h i s time t o be sworn? 

(Thereupon, the witnesses were sworn.) 

EXAMINER STOGNER: Mr. Carr? 

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

c a l l Mecca Mauritsen. 

MECCA MAURITSEN, 

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

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 r e c o r d , please? 

A. I t ' s Mecca Mauritsen. 

Q. And where do you reside? 

A. I n A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. By Yates Petroleum Corporation. 

Q. Ms. Mauritsen, what i s your c u r r e n t p o s i t i o n w i t h 

Yates Petroleum Corporation? 

A. I'm a landman. 

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

STEVEN T. BRENNER, CCR 
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Di v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony, were your 

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

matter of record? 

A. Yes. 

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 f i l e d on 

behalf of Yates Corporation i n each of the c o n s o l i d a t e d 

cases? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the Pecos Slope-Abo Gas 

Pool, the West Pecos Slope-Abo Gas Pool and the South Pecos 

Slope-Abo Gas Pool and the s t a t u s of the lands i n and 

around those pools? 

A. Yes. 

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

acceptable? 

EXAMINER STOGNER: Any ob j e c t i o n ? 

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

EXAMINER STOGNER: Ms. Mauritsen i s so q u a l i f i e d . 

Q. (By Mr. Carr) Ms. Mauritsen, would you i n i t i a l l y 

summarize what Yates Petroleum Corporation seeks w i t h these 

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

A. Okay, the Cases 10,793, 10,981 and 11,004 were 

reopened pursuant t o D i v i s i o n Orders R-9976 and R-9976-A, 

STEVEN T. BRENNER, CCR 
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and those e s t a b l i s h e d a p i l o t i n f i l l d r i l l i n g program f o r 

the Pecos Slope-Abo Gas Pool. The order d i r e c t e d Yates t o 

r e p o r t the r e s u l t s of t h i s p i l o t p r o j e c t , and we w i l l 

present r e s u l t s of the p r o j e c t and make recommendations f o r 

the — t o the D i v i s i o n f o r s p e c i a l pool r u l e s , which 

a u t h o r i z e i n f i l l d r i l l i n g of these pools. 

Then Case Number 11,421 seeks the adoption of the 

same r u l e s f o r the South Pecos Slope-Abo Gas Pool, and Case 

11,422 als o seeks adoption of those r u l e s f o r t h e West 

Pecos Slope-Abo Gas Pool. 

Q. What are the c u r r e n t r u l e s governing development 

of these pools? 

A. The c u r r e n t r u l e s are 160-acre spacing, you get 

one w e l l per spacing u n i t , and the w e l l s have t o be 660 

f e e t from the outer boundary of the spacing u n i t s . 

Q. There's also a requirement, i s t h e r e n ot, f o r a 

3 3 0-foot setback from any inner boundary or q u a r t e r - q u a r t e r 

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

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

Q. When d i d Yates f i r s t propose a p i l o t p r o j e c t f o r 

the West Pecos Slope-Abo Gas Pool? 

A. I t was the summer of 1993. The hearing was on 

August 12th of 1993. We received Order Number R-9976, 

dated September 24th, 1993, which granted our a p p l i c a t i o n 

f o r the p i l o t p r o j e c t , and t h a t i s Yates E x h i b i t Number 1. 
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Q. What d i d the D i v i s i o n a c t u a l l y approve w i t h t h a t 

order? 

A. I t gave us the approval f o r the p i l o t p r o j e c t t o 

d r i l l s i x i n f i l l w e l l s . 

Q. And d i d t h a t order a c t u a l l y r e q u i r e Yates t o 

r e t u r n i n two years and r e p o r t t o the D i v i s i o n t h e r e s u l t s 

of t h e i r p i l o t p r o j e c t i n the Pecos Slope-Abo Gas Pool? 

A. Yes, i t d i d . 

Q. Was the p r o j e c t as approved by Order Number 

R-9976 subsequently expanded? 

A. Yes, 1994 we asked f o r permission t o expand t h e 

p r o j e c t , and we received Order Number R-9976-A, which i s 

E x h i b i t 2 here, and authorized us t o d r i l l 20 a d d i t i o n a l 

i n f i l l w e l l s i n the Pecos Slope-Abo Pool. 

Q. And t h a t order d i d not change, however, the date 

t h a t Yates was r e q u i r e d t o r e t u r n and r e p o r t t o t h e 

D i v i s i o n the r e s u l t s of t h i s p i l o t p r o j e c t ? 

A. No, the date stayed the same. 

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

p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Let's t u r n t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t 

Number 3. 

A. E x h i b i t Number 3 i s a pool map t h a t shows Chaves 

STEVEN T. BRENNER, CCR 
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County. I t shows the o u t l i n e s of each of the pools we're 

t a l k i n g about. South Pecos Slope Pool i s i n t h e blue 

o u t l i n e , Pecos Slope i s i n the p u r p l e , West Pecos Slope i s 

shown w i t h the green boundary. 

The red boundary shows the i n f i l l p i l o t p r o j e c t 

area, and the w e l l s t h a t are h i g h l i g h t e d i n red are the 

i n f i l l w e l l s t h a t we a c t u a l l y d r i l l e d . 

Q. This i s o f f e r e d f o r general o r i e n t a t i o n purposes 

a t t h i s t i m e ; i s t h a t r i g h t ? 

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

Q. Mr. S t a l l i n g s w i l l again r e f e r t o t h i s and go 

i n t o more d e t a i l about which w e l l s have a c t u a l l y been 

d r i l l e d w i t h i n the p i l o t p r o j e c t area? 

A. Yes, he w i l l . 

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

Petroleum Corporation E x h i b i t Number 4? 

A. E x h i b i t Number 4 i s the lease map t h a t we have 

hung on the w a l l over here. I t ' s j u s t f o r o r i e n t a t i o n 

a l s o . The boundaries of each pool and the i n f i l l d r i l l i n g 

p r o j e c t are marked on t h a t map, and t h e y ' l l correspond t o 

t h i s smaller computer-generated map. 

Q. And t h i s shows, a c t u a l l y , c u r r e n t operators of 

w e l l s i n t r a c t s i n the pool w i t h i n a m i l e of t h e pool? 

A. Yes, i t does. 

Q. And how c u r r e n t i s E x h i b i t Number 4? 

STEVEN T. BRENNER, CCR 
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A. I t ' s updated weekly, so i t should be f a i r l y 

c u r r e n t . 

Q. Has n o t i c e of each of these A p p l i c a t i o n s been 

provided t o the a f f e c t e d i n t e r e s t owners as r e q u i r e d by O i l 

Conservation D i v i s i o n rules? 

A. Yes, i t has. 

Q. And t o whom has n o t i c e a c t u a l l y been provided? 

A. We gave n o t i c e t o a l l operators i n each of the 

pools, a l l unleased mineral owners i n each of the pools, 

and a l l operators of an Abo w e l l t h a t were o u t s i d e of the 

pool but w i t h i n a mi l e of any of the boundaries. 

Q. I s Yates Petroleum Corporation E x h i b i t Number 5 

an a f f i d a v i t signed by you w i t h attached t o i t copies of 

the n o t i c e l e t t e r s t h a t were a c t u a l l y mailed out, a l i s t of 

the p a r t i e s t o whom n o t i c e was provided, and then copies of 

any l e t t e r s t h a t were ret u r n e d as — or envelopes t h a t were 

r e t u r n e d as undeliverable? 

A. Yes, i t i s . 

Q. Approximately how many i n t e r e s t owners were 

n o t i f i e d of t h i s A p p l i c a t i o n ? 

A. I t h i n k there was approximately 3 00 t h a t were 

n o t i f i e d . 

Q. W i l l Yates c a l l an engineering witness t o review 

the r e s u l t s of the p i l o t p r o j e c t and review the t e c h n i c a l 

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

STEVEN T. BRENNER, CCR 
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A. Yes, we w i l l . 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

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

A. Yes, they were. 

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

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 1 through 5. 

EXAMINER STOGNER: Any ob j e c t i o n ? 

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

EXAMINER STOGNER: E x h i b i t s 1 through 5 w i l l be 

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

MR. CARR: That concludes my d i r e c t examination 

of Ms. Mauritsen. 

EXAMINER STOGNER: Thank you, Mr. Carr. 

Mr. Ke l l a h i n ? 

MR. KELLAHIN: Thank you, Mr. Examiner. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Mauritsen, a p o i n t of c l a r i f i c a t i o n . I f 

y o u ' l l t u r n t o E x h i b i t Number 3 — 

A. Yes. 

Q. — the D i v i s i o n ' s 1993 order f o r the o r i g i n a l 

s i x - w e l l p i l o t — 

A. Yes. 

Q. — inv o l v e d 6 South, 25 East, I b e l i e v e , i s t h a t 

STEVEN T. BRENNER, CCR 
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not true? 

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

Q. So when we look at t h i s d i s p l a y and f i n d those 

s i x w e l l symbols t h a t are h i g h l i g h t e d i n red, those w i l l 

r epresent the d r i l l i n g of the f i r s t s i x w e l l s f o r the f i r s t 

p i l o t i n 1993? 

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

Q. A l l r i g h t . Subsequently, the second p i l o t , i f 

you w i l l — 

A. Right. 

Q. — of which an a d d i t i o n a l 20 w e l l s were 

au t h o r i z e d , would have been Townships other than 6 South, 

25 East? 

A. That's c o r r e c t , the other ones are o u t l i n e d , 

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

Q. And f o r those t h a t you have d r i l l e d , t h e r e ' s a 

gas-well symbol t h a t shows a red o u t l i n e ? 

A. Right, uh-huh. 

Q. And i f you had approval f o r but d i d not d r i l l 

those second p i l o t w e l l s on an i n f i l l b a s i s , they are s t i l l 

shown, then, as open red c i r c l e s ? 

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

Q. A l l r i g h t . And n e i t h e r one of those orders 

addressed or approved or otherwise allowed i n f i l l d r i l l i n g 

t o take place i n the West Pecos Slope or i n the South Pecos 

STEVEN T. BRENNER, CCR 
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Slope Pools? 

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

MR. KELLAHIN: Okay, no f u r t h e r questions, Mr. 

Examiner. 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. E x h i b i t A on Number 4, t h i s was your 

n o t i f i c a t i o n — I'm so r r y , E x h i b i t Number 5 — t h a t was 

your n o t i f i c a t i o n . 

A. Yeah. 

Q. This represents the r o y a l t y i n t e r e s t owners i n 

a l l t h r e e pools? 

A. I t ' s the operators i n a l l t h r e e pools and t h e 

unleased mineral owners, and then a l l t he operators 

w i t h i n — of an Abo w e l l w i t h i n a m i l e of the boundaries, 

t h a t are outsid e the a c t u a l pools. 

Q. Okay. I s the Bureau of Land Management and State 

Land O f f i c e included i n t h a t l i s t ? 

A. I b e l i e v e so. I'm not sure what page t h a t would 

be on. 

Q. I s t h a t i n a l p h a b e t i c a l order or — 

A. No, I don't b e l i e v e i t i s . I t ' s about — about 

the e i g h t h page. I t has the BLM and the OCD, i s l i s t e d . 

Q. Could you give me a l i t t l e b r i e f d e t a i l of how 
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you compiled t h i s l i s t ? 

A. We s t a r t e d w i t h our lease maps, and from those we 

checked the county records f o r unleased m i n e r a l owners or 

anything t h a t d i d n ' t have a w e l l on i t a t t h a t time. 

We also had a l i s t of operators t h a t was given t o 

us from the O i l Conservation D i v i s i o n , I t h i n k , a couple of 

years ago when we i n i t i a l l y asked f o r the p i l o t p r o j e c t . 

And once we compiled a l l the names of operators and 

unleased mineral owners, we then checked phone records and 

county records f o r o l d leases or anything t h a t would g i v e 

us an address t h a t we could use. 

We also checked our computer system, which had, 

you know, q u i t e a few of these people on t h e r e . 

Q. Do you have a breakout of how many oper a t o r s , 

a c t u a l operators, t h e r e are i n each of the t h r e e pools? 

A. I don't have t h a t . I'm sure we can f u r n i s h t h a t 

t o you. 

EXAMINER STOGNER: Mr. Carr, j u s t f o r t h e r e c o r d , 

I would l i k e a l i s t of t h a t by operator and pools and 

perhaps the number of w e l l s . Your other witness may cover 

the number of w e l l s but — 

DARRICK STALLINGS: I have an e x h i b i t t h a t covers 

t h a t . 

EXAMINER STOGNER: Okay. 

MR. CARR: Mr. Stogner, we w i l l check t h a t w i t h 
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you f o l l o w i n g the hearing and be c e r t a i n t h a t i f you would 

l i k e i t , we can c e r t a i n l y provide t h a t and — 

Q. (By Examiner Stogner) Okay. Do you know what 

number of acreage t h e r e i s i n each pool? 

A. I b e l i e v e t h a t ' s i n our A p p l i c a t i o n . 

Q. Okay. 

A. I don't — The Pecos Slope-Abo Pool has 

approximately 199,000 acres, the West Pecos Slope has 

approximately 92,480 acres, South Pecos Slope 73,440 acres. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness a t t h i s time. She may be excused. 

MR. CARR: At t h i s time I would c a l l Mr. D a r r i c k 

S t a l l i n g s . 

DARRICK STALLINGS. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. D a r r i c k S t a l l i n g s . 

Q. And where do you reside? 

A. I n A r t e s i a , New Mexico. 

Q. By whom are you employed? 

A. Yates Petroleum Corporation. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h Yates 
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Petroleum Corporation? 

A. I'm a petroleum engineer. 

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

Mexico O i l Conservation D i v i s i o n ? 

A. Yes, s i r . 

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, 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 f i l e d on 

behalf of Yates Petroleum Corporation f o r t h e i n i t i a l 

i n f i l l p i l o t p r o j e c t i n the Pecos Slope-Abo Gas Pool? 

A. Yes, I am. 

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

have been f i l e d on behalf of Yates, seeking t h e 

establishment of s p e c i a l pool r u l e s f o r the West Pecos 

Slope-Abo Gas Pool and the South Pecos Slope-Abo Gas Pool? 

A. Yes. 

Q. Mr. S t a l l i n g s , are you a c t u a l l y the person a t 

Yates Petroleum Corporation who's p r i m a r i l y r e s p o n s i b l e f o r 

t h i s i n f i l l p i l o t p r o j e c t i n the Abo formation? 

A. Yes. 

Q. And are you prepared t o r e p o r t the r e s u l t s of 

t h i s p i l o t p r o j e c t t o the O i l Conservation D i v i s i o n as 

r e q u i r e d by D i v i s i o n Orders R-9976 and R-9976-A? 
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A. Yes. 

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

acceptable? 

EXAMINER STOGNER: Any ob j e c t i o n ? 

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) I t h i n k i n i t i a l l y , Mr. S t a l l i n g s , 

i f you would, i t would be h e l p f u l i f you could b r i e f l y 

summarize the purpose of your testimony here today. 

A. We're here t o r e p o r t on our f i n d i n g s from the 

i n f i l l d r i l l i n g p i l o t p r o j e c t i n the Pecos Slope-Abo Gas 

Pool and t o recommend t h a t the f i e l d r u l e s be amended t o 

permit an o p t i o n a l second w e l l on each 160-acre spacing 

u n i t . 

We recommend t h a t these s p e c i a l pool r u l e s apply 

t o the Pecos Slope-Abo Pool, as w e l l as the South Pecos 

Slope-Abo Pool and the West Pecos Slope-Abo Pool. 

Q. Why are you here r e p o r t i n g a t t h i s p a r t i c u l a r 

time? 

A. We received approval f o r the i n f i l l d r i l l i n g 

p i l o t p r o j e c t i n September of 1993, and as p a r t of t h a t 

approval we were r e q u i r e d t o r e p o r t back t o the O i l 

Conservation D i v i s i o n i n two years t o r e p o r t our f i n d i n g s 

f o r the p i l o t and t o make any recommendations concerning 

amendments t o f i e l d r u l e s , and so we're here a t t h i s time 
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t o f u l f i l l t h a t requirement. 

Q. At the August, 1993, hearing, Yates advised t h e 

D i v i s i o n t h a t i t expected t o gather a d d i t i o n a l g e o l o g i c a l 

data on the p i l o t p r o j e c t area. I n i t i a l l y , would you 

describe f o r Mr. Stogner the general nature of the Abo 

f o r m a t i o n i n t h i s area? 

A. The Abo i n t h i s area produces from sandstones. 

They are channel f i l l deposits and p o i n t bar d e p o s i t s . 

Generally i n the f i e l d area, they have a n o r t h w e s t e r l y t o 

southwesterly t r e n d i n g d i r e c t i o n , although i n d i v i d u a l 

channels are h i g h l y t o r t u o u s and r e s u l t s of meandering 

streams, we suspect. 

And so what comprises the pool i s a c t u a l l y 

s e v e r a l i f not hundreds of i n d i v i d u a l channels which a c t as 

i n d i v i d u a l r e s e r v o i r s . They have l i m i t e d l a t e r a l e x t e n t . 

They're g e n e r a l l y less than a m i l e wide. They are 

v e r t i c a l l y separated, encased i n shales. I n a given 

w e l l b o r e we may encounter several of these sands v e r t i c a l l y 

stacked on top of each other. 

And we complete the w e l l s out t h e r e , a l l the 

zones t o g e t h e r , and produce as one r e s e r v o i r , but t h e r e 

a c t u a l l y can be m u l t i p l e r e s e r v o i r s i n a given w e l l . 

Q. And what we b a s i c a l l y have are i n d i v i d u a l 

packages, sand packages, w i t h i n the f o r m a t i o n , and these 

are h i g h l y v a r i a b l e i n t h e i r l a t e r a l e x t e n t ; i s n ' t t h a t 
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f a i r t o say? 

A. That's t r u e . Another key c h a r a c t e r i s t i c t h a t I 

f o r g o t t o mention i s , these are t i g h t gas sands. The 

average p e r m e a b i l i t y i s v a r i a b l e because t h e r e are so many 

i n d i v i d u a l packages, but the average p e r m e a b i l i t y i s about 

.05 m i l l i d a r c i e s , average p o r o s i t y i s about 13 percent. 

Q. Let's go back t o E x h i b i t Number 3 t h a t Ms. 

Mauritsen introduced a few minutes ago, and I would ask you 

t o r e f e r t o t h i s and g e n e r a l l y describe the Pecos Slope 

area, t a l k i n g about the f i e l d boundaries and t h e number of 

square miles and acres inv o l v e d . 

A. The area w i t h i n the pools, as shown here, i s — 

roughly covers about 600 square miles, or about 4 00,000 

acres. I t h i n k those exact — the exact acreage was i n our 

A p p l i c a t i o n s . 

There have been almost 1100 w e l l s d r i l l e d t o the 

Abo i n t h i s area since development began i n 1980. Of those 

almost 1100 w e l l s , almost 1000 of them have been completed 

as Abo gas w e l l s , and almost 900 of those are s t i l l 

producing Abo gas w e l l s . Cumulative p r o d u c t i o n from the 

Abo here i s about 34 0 BCF. 

Q. Ms. Mauritsen mentioned the approvals t h a t Yates 

has obtained from the D i v i s i o n f o r t h i s p i l o t p r o j e c t . 

Looking a t E x h i b i t Number 3, could you describe the i n i t i a l 

e f f o r t s of Yates t o t e s t t h i s area f o r i n f i l l development? 
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A. Yes, the O i l Conservation D i v i s i o n approved a 

s i x - w e l l i n f i l l d r i l l i n g p i l o t i n September of 1993. Those 

s i x w e l l s are located i n Township 6 South, 25 East. That's 

k i n d of i n the upper l e f t - h a n d corner of the red o u t l i n e on 

t h i s map. The s i x w e l l s are h i g h l i g h t e d as red gas-well 

symbols, and the w e l l name i s spotted t h e r e by the w e l l . 

We picked t h i s area f o r our i n i t i a l study of the 

f e a s i b i l i t y of i n f i l l d r i l l i n g f o r a couple of main 

reasons. One was, t h i s was one of the best producing areas 

i n t h e f i e l d . Another reason i s t h a t Yates Petroleum has a 

s t r o n g acreage p o s i t i o n i n t h i s township. 

And we d r i l l e d those w e l l s , those s i x w e l l s , i n 

November and December of 1993. We've come t o r e f e r t o 

those w e l l s as Phase I p i l o t w e l l s , and I may use t h a t 

t erminology again because t h e r e was a second phase t o the 

p r o j e c t . But we d r i l l e d those Phase I w e l l s a t t h e end of 

1993 . 

And the r e s u l t s — We were encouraged by the 

r e s u l t s . We had mixed r e s u l t s , not a l l successes, but we 

d i d encounter gas reserves t h a t we f e e l were not going t o 

be drained by the e x i s t i n g w e l l s . 

Q. Now, Mr. S t a l l i n g s , those were l o c a t e d i n One 

township. Were these i n i t i a l w e l l s , i n your o p i n i o n , 

t y p i c a l of the Abo formation through the area which i s the 

s u b j e c t of today's hearing? 
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A. Well, we couldn't be sure because, l i k e I s a i d , 

t h i s i s one of the best producing areas i n the f i e l d , and 

we — one township i n a f i e l d t h a t encompasses s e v e r a l 

townships — we weren't sure i f i t was r e p r e s e n t a t i v e of 

the f i e l d as a whole. 

And — combined w i t h the f a c t t h a t we had mixed 

success i n those s i x w e l l s -- we came back t o t h e OCD i n 

A p r i l of 1994 and requested an expansion of t h a t o r i g i n a l 

p i l o t p r o j e c t t o include permission t o d r i l l 20 a d d i t i o n a l 

w e l l s i n f o u r a d d i t i o n a l townships, i n order t o get more 

data over a wider, more r e p r e s e n t a t i v e area of the f i e l d . 

Those f o u r townships are the remaining f o u r townships t h a t 

are shown i n s i d e the red o u t l i n e on t h i s map. 

Those 20 w e l l s are the 20 red symbols t h a t f a l l 

i n s i d e the red boundaries, but outside of Township 6 South, 

25 East. 

We received approval f o r the expansion of the 

p r o j e c t , and beginning i n March of 1994, through A p r i l — 

through March, excuse me, of t h i s year, we d r i l l e d nine 

a d d i t i o n a l i n f i l l w e l l s t h a t we w i l l r e f e r t o as the Phase 

I I i n f i l l w e l l s . 

Q. And t h a t d r i l l i n g took place when? August of — 

A. August of 1994 t o March of 1995. 

Q. Okay. 

A. And then i n March of 1995 our management made the 
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d e c i s i o n t o defer f u r t h e r d r i l l i n g i n the Abo gas f i e l d 

u n t i l the gas market and the gas p r i c e improves. 

Q. Now, when your management decided t o d e f e r 

d r i l l i n g , a t t h a t time you s t i l l had approval t o d r i l l 

c e r t a i n w e l l s , d i d you not? 

A. Yes. 

Q. And how d i d you go about s e l e c t i n g those w e l l s a t 

t h a t time? 

A. We had a c t u a l l y d r i l l e d about f i v e of the Phase 

I I w e l l s when our management s a i d t h a t we would not d r i l l 

a l l 20. At t h a t time we changed the order of our d r i l l i n g 

and changed which w e l l s we were going t o d r i l l next so t h a t 

the w e l l s t h a t we ended up w i t h d r i l l e d and get data from 

would cover a r e p r e s e n t a t i v e area w i t h i n the p i l o t area. 

So we d r i l l e d t o date 15 i n f i l l p i l o t w e l l s , s i x 

from the Phase I , which are i n 6 South, 25 East, and nine 

w e l l s i n the other f o u r townships. 

I ' d l i k e t o review today the r e s u l t s of the — 

and the data t h a t we gathered from those 15 w e l l s , and we 

f e e l t h a t t h i s data w i l l show t h a t i n f i l l d r i l l i n g can 

r e s u l t and w i l l r e s u l t i n s i g n i f i c a n t a d d i t i o n a l gas 

recovery i n the Pecos Slope-Abo. 

Q. I s i t also your o p i n i o n t h a t i n f i l l d r i l l i n g 

would r e s u l t i n s i g n i f i c a n t a d d i t i o n a l recovery from the 

West and South Pecos Slope-Abo Gas Pools? 
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A. Yes, we f e e l t h a t the r e s u l t s from t h i s p i l o t can 

be e x t r a p o l a t e d t o those other pools as w e l l . 

Q. And why do you recommend t h a t a l l o w i n g i n f i l l 

d r i l l i n g i n the South Pecos Slope-Abo Gas Pool and the West 

Pecos Slope-Abo Gas Pool w i l l be a p p r o p r i a t e and e f f i c i e n t 

and j u s t be confined t o Pecos Slope? 

A. Well, they're a l l the same f o r m a t i o n , a l l t h r e e 

pools have the same d e p o s i t i o n a l environment. 

S p e c i f i c a l l y r e f e r r i n g t o the South Pecos Slope, 

ther e ' s no — I t ' s contiguous w i t h the Pecos Slope Pool, 

there's no g e o l o g i c a l boundaries, no g e o l o g i c a l evidence 

t h a t I'm aware o f , t o separate these pools. I t ' s j u s t a 

southern extension of some of the channel sands t h a t e x i s t 

up i n the Pecos Slope Pool. 

As f a r as the West Pecos Slope, t h a t pool l i e s 

about f i v e miles t o the west of the Pecos Slope-Abo. 

However, the channel sands t h a t we see i n West Pecos Slope 

look the same as the pay zones t h a t we see over i n the 

Pecos Slope. There's j u s t an area between the two f i e l d s 

of poor sand development. I t h i n k t h a t t h e y ' r e e q u i v a l e n t 

d e p o s i t i o n a l l y . 

And the main d i f f e r e n c e between those two pools 

i s t h a t the West Pecos Slope w e l l s i n general are poorer 

w e l l s , and t h a t would i n d i c a t e t o me t h a t the drainage area 

f o r those w e l l s i s less than Pecos Slope w e l l s . 
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And so i f 160 acres i s not adequate, which I 

t h i n k I ' l l be able t o show, f o r w e l l s i n the Pecos Slope-

Abo, then i t ' s c e r t a i n l y not adequate i n the West Pecos 

Slope-Abo t o recover the remaining gas reserves. 

Q. I f we look a t the average cumulative p r o d u c t i o n 

i n the Pecos Slope-Abo and compare t h a t t o West Pecos 

Slope, what k i n d of a comparison, g e n e r a l l y , can you make? 

A. The average of a l l the w e l l s completed i n t h e 

Pecos Slope-Abo and the South Pecos Slope-Abo, average 

cumulative p r o d u c t i o n t o date, 430 m i l l i o n cubic f e e t . 

By comparison, average cumulative p r o d u c t i o n from 

t h e average West Pecos Slope w e l l i s 140 m i l l i o n cubic 

f e e t . 

Q. And t h i s would confirm a smaller drainage area i n 

West Pecos Slope? 

A. That's what i t i n d i c a t e s t o me, yes, s i r . 

Q. Okay. Let's t u r n t o the p i l o t p r o j e c t 

s p e c i f i c a l l y . What d i d Yates set out t o l e a r n w i t h t h i s 

p i l o t p r o j e c t ? 

A. Early i n 1993, we began a r e s e r v o i r study t o 

determine whether we were going t o recover a l l of t h e gas 

reserves from our p r o p e r t i e s a t Pecos Slope-Abo w i t h our 

e x i s t i n g w e l l s . 

As p a r t of t h a t study, we developed g e o l o g i c a l 

and engineering t o o l s t h a t i n f a c t showed us some places 
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where the e x i s t i n g w e l l s were apparently not going t o 

recover a l l the e x i s t i n g gas reserves. These t o o l s 

i n d i c a t e d t h a t a second w e l l was needed on some spacing 

u n i t s i n order t o maximize economic gas recovery. 

I t was w i t h t h a t i n f o r m a t i o n t h a t we proposed 

t h i s p i l o t p r o j e c t . The p i l o t p r o j e c t had two goals 

p r i m a r i l y i n mind. 

The f i r s t was t o determine i f i n f a c t t h e r e were 

s i g n i f i c a n t incremental gas reserves t h a t were not being 

drained by the e x i s t i n g w e l l s on 160-acre spacing. 

Our second o b j e c t i v e was t o see i f our 

engineering and g e o l o g i c a l t o o l s were adequate t o p r e d i c t 

where we could d r i l l economic i n f i l l w e l l s t o recover these 

reserves. 

Each of the i n f i l l prospects had t o meet t h r e e 

c r i t e r i a , and those were: We had t o — We expect t o 

encounter good sand thi c k n e s s , based on our isopach maps; 

they had t o be i n an area and on t r e n d w i t h good cumulative 

p r o d u c t i o n from e x i s t i n g w e l l s ; and they had t o f a l l f a r 

enough away from e x i s t i n g w e l l s t o be o u t s i d e t h e drainage 

area and not be depleted by the e x i s t i n g w e l l s . 

Q. Could you g e n e r a l l y describe the g e o l o g i c a l and 

engineering t o o l s t h a t you've been r e f e r r i n g to? 

A. We had isopach maps and cr o s s - s e c t i o n s which 

i n d i c a t e d t o us where we could expect t o encounter good 
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sand t h i c k n e s s . 

We had isocum maps, based on — showing us where 

the best cumulative production from the e x i s t i n g w e l l s was, 

which we used t o i n d i c a t e sweet spots i n the r e s e r v o i r , 

h i g h l y p r o d u c t i v e areas of the f i e l d . 

We also had a drainage map t h a t we showed i n the 

form of a c i r c l e map t h a t showed the c a l c u l a t e d drainage 

areas around a l l of the e x i s t i n g w e l l s , and thereby show 

areas t h a t were apparently undrained. 

Those maps were a l l discussed i n some d e t a i l a t 

the two hearings t h a t we've had on t h i s p i l o t , and the 

copies of those maps were entered i n t o evidence. 

Q. What geologic data d i d you gather from t h e p i l o t , 

and what s p e c i f i c a l l y d i d you l e a r n g e o l o g i c a l l y from the 

p i l o t p r o j e c t ? 

A. The data t h a t we gathered p r i m a r i l y was l o g data. 

We ran a standard s u i t e of d e n s i t y neutron logs and dual 

l a t e r a l logs i n each of the w e l l s t h a t we d r i l l e d . That 

shows us the sand thickness and the l o c a t i o n of t h e sands 

t h a t we encountered i n each w e l l . 

We used t h a t data t o go back and r e v i s e our 

g e o l o g i c a l maps and t h e r e f o r e get a b e t t e r p i c t u r e of what 

the r e s e r v o i r looks l i k e . 

Q. So you were able, w i t h t h i s data, t o compare the 

a c t u a l t h i c k n e s s t o what you had been p r e d i c t i n g , and based 

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 

30 

on t h a t , maps were revised? 

A. That's c o r r e c t , yes, s i r . 

Q. Let's go t o what has been marked Yates Petroleum 

Corporation E x h i b i t Number 6, an isopach map. This i s i n 

zone A, and i t ' s l i m i t e d t o Township 6 South, 25 East, and 

I ' d ask you t o take t h a t e x h i b i t and review t h a t f o r the 

Examiner. 

A. A l l r i g h t . As I said e a r l i e r , t he Abo pay i n 

t h i s f i e l d c o n s i s t s of channel sands and p o i n t bar sand 

de p o s i t s . There can be several of those, and t h e y ' r e of 

v a r y i n g a r e a l e x t e n t , so t h a t i t ' s — we have not been 

successful i n mapping i n d i v i d u a l sand channels. 

The way we've h i s t o r i c a l l y mapped i n the area and 

the way t h a t we've mapped on the maps presented here i s , we 

break the e n t i r e Abo s e c t i o n i n t o t h r e e zones and group the 

channels t h a t f a l l i n t o those zones and consider i t one 

package f o r mapping purposes. 

This f i r s t map i s an isopach map of the top zone, 

the A zone pay sand, on Township 6-25. This i s t h e map 

t h a t we presented i n the o r i g i n a l hearing and t h a t we used 

t o j u s t i f y t o ourselves t h a t we would encounter good sand 

th i c k n e s s i n proposed w e l l s . However, i t has been updated 

w i t h the data from the s i x w e l l s . The s i x w e l l s are 

supposed t o be shown as bold red gas symbols. 

I need t o make a couple of d r a f t i n g c o r r e c t i o n s . 
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On a l l three of these maps, f o r 6-25, t h i s 

E x h i b i t and the f o l l o w i n g two, I have two c o r r e c t i o n s . I n 

Section 1, up i n the northeast corner of the map, the red 

gas w e l l symbol located i n U n i t A of Section 1 i s not the 

p i l o t w e l l . The p i l o t i n f i l l w e l l i s the w e l l l o c a t e d i n 

Un i t D. That's a — we j u s t — The numbers, the pay sand 

t h i c k n e s s , i s r i g h t . We j u s t h i g h l i g h t e d the wrong w e l l . 

That happened on a l l three of these maps. 

Q. Would t h a t pay thickness be 2 0 f e e t ? I s t h a t 

what you — 

A. No, the pay thickness i n the i n f i l l w e l l , which 

i s l o c a t e d i n U n i t D, i s nine f e e t . The c o n t o u r i n g i s 

c o r r e c t . We j u s t h i g h l i g h t e d the wrong w e l l . 

There's another case where we made the same 

mistake. The w e l l i n Section 12, one s e c t i o n below where 

we j u s t were, h i g h l i g h t e d as a red gas w e l l symbol i s not 

the i n f i l l w e l l . The i n f i l l w e l l i s l o c a t e d i n Section 11, 

i n U n i t I , or i n the northeast of the southeast of Section 

11. That c o r r e c t i o n needs t o be made on a l l t h r e e maps, 

please. I apologize f o r the mistake. 

Q. And what i s the thickness a t t h a t w e l l ? 

A. The thickness on the A sand i s f i v e f e e t — 

Q. Okay. 

A. — of the p i l o t w e l l . 

EXAMINER STOGNER: Are those the only 
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c o r r e c t i o n s ? 

THE WITNESS: Yes. Yeah, those are the only-

c o r r e c t i o n s t h a t — 

EXAMINER STOGNER: Before we move on, Mr. Carr, 

l e t ' s see, r e f e r down t o Section 2 6 and r e f e r t o t h e b i g 

map — 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: — on 3, and then these maps, 

the h i g h l i g h t e d ones. I be l i e v e there's a discrepancy 

t h e r e . 

THE WITNESS: You're r i g h t , those are not the 

only c o r r e c t i o n s . The b i g map i s c o r r e c t . 

EXAMINER STOGNER: The b i g map i s c o r r e c t ? 

THE WITNESS: Yes, s i r . 

EXAMINER STOGNER: Okay. 

THE WITNESS: I n Section 26, the i n f i l l w e l l i s 

loc a t e d i n U n i t B, and i t s thickness i n the A zone i s 28 

f e e t . 

MR. KELLAHIN: Point of c l a r i f i c a t i o n . I s the 

w e l l t h a t ' s i n c o r r e c t l y marked i n red — i s t h a t an 

e x i s t i n g w e l l , or do we remove any reference t o a w e l l a t 

t h a t wrong l o c a t i o n ? 

THE WITNESS: I t i s the e x i s t i n g w e l l on t h a t 

spacing u n i t . 

MR. KELLAHIN: So the o r i g i n a l — 
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THE WITNESS: There i s a w e l l t h e r e , we j u s t 

h i g h l i g h t e d the wrong w e l l . 

MR. KELLAHIN: I got you. 

EXAMINER STOGNER: While we were on t h a t , Mr. 

Carr, I j u s t wanted t o b r i n g t h a t out, so... 

THE WITNESS: What we learned from these w e l l s , 

g e o l o g i c a l l y speaking, i s t h a t even on le s s than 160-acre 

spacing, these sands are very hard t o p r e d i c t . Channel 

sands are t o r t u o u s enough t h a t t h e r e 1 s going t o be 

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

f i e l d . 

I n general, we encountered less pay th i c k n e s s 

than we p r e d i c t e d . However, i n almost every case we 

encountered — i n every case except one i n t h i s township, 

we encountered enough sand thickness t h a t t h e w e l l i s going 

t o be — i s considered a success g e o l o g i c a l l y . 

The lone exception t o t h a t i s the p i l o t w e l l i n 

Section 11. I t ' s c a l l e d the Cleo "ANC" Number 1. That 

w e l l encountered much less sand than was p r e d i c t e d and w i l l 

not pay out. 

Q. (By Mr. Carr) Now, we've looked a t E x h i b i t 

Number 6. That's the A sand. We've got e x h i b i t s f o r both 

the B sand and the C sand? 

A. Yes, s i r , and those are — those go from — The A 

sand i s the shallowest, and the B sand i s next, and the C 
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sand i s the deepest group of sands. They a l l p r o v i d e the 

same i n f o r m a t i o n . 

Q. And i n your i n i t i a l mapping of the Phase I area, 

you d i v i d e d the formation i n t o these t h r e e sand groups; i s 

t h a t c o r r e c t ? 

A. That's c o r r e c t . And t h i s i s j u s t an updated 

v e r s i o n of those o r i g i n a l maps. 

Q. Okay, l e t ' s go t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates E x h i b i t s 9 through 13. F i r s t , 

e x p l a i n what these are and how they d i f f e r from the t h r e e 

isopach maps we've j u s t examined. 

A. Okay. Well, the s i m i l a r i t y i s t h a t these a l s o 

are isopach maps. They are — They cover the Phase I I area 

of the p i l o t . You can see there t h a t Township 6 South, 2 5 

East, has been omitted from these maps. 

From the time t h a t we mapped and d r i l l e d the 

w e l l s i n 6 South, 2 5 East, we decided t o change our mapping 

philosophy s l i g h t l y . We d i v i d e d the r e s e r v o i r i n t o f i v e 

zones, r a t h e r than t h r e e . And so t h a t ' s why t h e r e ' s f i v e 

maps here. Rather than having t h r e e zones, we have f i v e 

zones i n the Phase I I area of the p i l o t , designated from 

top t o bottom, the A zone, the B zone, C zone, C lower, and 

the D zone. 

Q. Now, by going t o a -- or d i v i d i n g the Abo i n t o 

more i n t e r v a l s , what d i d you hope t o achieve? 
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A. We f e l t l i k e t h a t t h a t would a l l o w us t o more 

a c c u r a t e l y p r e d i c t the sand thickness a t a given l o c a t i o n . 

Q. And so i f we look at these f i v e e x h i b i t s , 9 

through 13, we have the isopachs on each of t h e f i v e 

i n t e r v a l s i n the Phase I I area? 

A. Yes, s i r , and these are the same maps, again, 

t h a t we presented i n the August, 1994, h e a r i n g , but — and 

they've been updated w i t h data from the w e l l s t h a t have 

been d r i l l e d . 

Q. And b a s i c a l l y what d i d they show you, j u s t i n 

summary? 

A. Well, the r e s u l t s of the Phase I I w e l l s 

g e o l o g i c a l l y are very s i m i l a r t o the Phase I w e l l s . I t ' s 

s t i l l very d i f f i c u l t t o map these channel sands a c c u r a t e l y 

and t o a c c u r a t e l y p r e d i c t where you're going t o f i n d good 

sand t h i c k n e s s . 

I n f a c t , of the nine Phase I I w e l l s t h a t we 

d r i l l e d , two were dryholes, encountered inadequate sand 

th i c k n e s s t o even attempt a completion. 

Q. Let's take a look a t those two dryholes. 

A. The f i r s t one i s located i n Section 5 of 6 South, 

2 6 East, and i t ' s designated by a red dryhole or d r i l l e d -

and-abandoned symbol. This w e l l , c a l l e d the Spring Fed 

Number 4, encountered only two f e e t of gas sand. I t s 

o f f s e t s i n f o u r d i r e c t i o n s have an average of 32 f e e t of 
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sand. 

The second w e l l t h a t was d r i l l e d , t h a t we d r i l l e d 

and abandoned, i s down towards — i t ' s down a t the bottom 

of the map, Section 27 of 7 South, 25 East, again 

designated w i t h a drilled-and-abandoned symbol. That w e l l , 

the Papalote "OI" State Number 5, encountered nine f e e t 

poor gas sand, and i t s f o u r o f f s e t s have an average of 51 

f e e t of pay. 

So again, we relearned, i t ' s very hard t o 

a c c u r a t e l y p r e d i c t the sand thickness, even when d r i l l i n g 

on l ess than 160-acre spacing. I t h i n k the g e o l o g i c a l r i s k 

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

We hope and i n t e n d t h a t by c o n t i n u i n g t o upgrade 

and r e f i n e our g e o l o g i c a l t o o l s and mapping techniques, 

t h a t w e ' l l be able t o manage t h a t r i s k and h o p e f u l l y reduce 

i t . 

Q. And the g e o l o g i c a l r i s k i s j u s t simply f i n d i n g 

adequate sand thickness i n t h i s r e s e r v o i r a t these 

l o c a t i o n s t o make an economic well? 

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

Q. Let's move t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t 

Number 14. Would you i d e n t i f y t h i s f i r s t and then review 

i t f o r Mr. Stogner? 

A. This i s a t a b l e t h a t I f e e l summarizes a l l the 
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p e r t i n e n t engineering data t h a t we've gathered from t h i s 

p i l o t p r o j e c t . 

Let's go over what's included here. I won't go 

over a l l the numbers. 

Down the l e f t - h a n d side of the page we have t h e 

15 w e l l names t h a t have been d r i l l e d . They are grouped by 

Phase I w e l l s , which were the f i r s t s i x w e l l s t h a t were 

d r i l l e d i n 6 South, 25 East. I've then i n c l u d e d some 

averages of those s i x w e l l s . 

Below t h a t are the Phase I I w e l l s , which were 

d r i l l e d i n the other f o u r townships i n c l u d e d i n t h e p i l o t . 

Across the top I show the w e l l name; the l o c a t i o n 

of the w e l l ; the i n i t i a l bottomhole pressure t h a t we 

measured from pressure-buildup t e s t s upon i n i t i a l 

completion of t h a t w e l l ; the bottomhole pressure of the 

o f f s e t s , the average bottomhole pressure of t h e f o u r 

o f f s e t s , a t the time t h a t the i n f i l l w e l l was d r i l l e d ; t he 

i n i t i a l r a t e of the i n f i l l w e l l ; and then we can compare 

t h a t t o the o f f s e t s r a t e , c u r r e n t r a t e a t the time t h a t the 

w e l l was completed; and then my c a l c u l a t i o n of reserves 

t h a t we w i l l recover from those i n f i l l w e l l s and t h e 

reserves t h a t we have remaining t o recover a t t h e time the 

w e l l was d r i l l e d from the o f f s e t s . 

I have maps. The f o l l o w i n g e x h i b i t s w i l l be maps 

t h a t show a l o t of t h i s data posted by the w e l l s i n map 
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form, so I won't go over a l l of these numbers i n d e t a i l 

here. 

I would l i k e t o p o i n t out t h a t when we t a l k about 

the pressure data, i t helps t o know t h a t the o r i g i n a l 

v i r g i n r e s e r v o i r pressure i n t h i s f i e l d was 1125 p . s . i . 

So i f we go down t o the bottom of the page and 

j u s t look a t the t o t a l p i l o t averages, i t says t h a t of the 

15 w e l l s we d r i l l e d — excluding the dryholes, we d i d n ' t 

measure pressures i n those — the average pressure 

encountered i n the i n f i l l w e l l s i s 779 p . s . i . 

At t h a t time, the o f f s e t s had an average 

bottomhole pressure of 2 69 p . s . i . 

To me, t h a t ' s the s i n g l e most convincing piece of 

data t h a t says we are encountering new reserves t h a t are 

not being drained by the o f f s e t w e l l s . 

I n a d d i t i o n , the average i n i t i a l r a t e from the 

new w e l l s i s 744 MCF per day. The o f f s e t s a t t h a t time 

were producing an average of 87 MCF per day. 

Now, t h a t 744 includes zeroes from the two 

d r i l l e d and abandoned w e l l s . I f you take out t h e dry w e l l s 

p l u s the uneconomic w e l l s , which I ' l l p o i n t out, you end 

up — We d r i l l e d 10 successful w e l l s . Those 10 w e l l s had 

an average i n i t i a l r a t e of 1.1 m i l l i o n cubic f e e t per day. 

And we estimate t h a t those i n f i l l w e l l s w i l l recover an 

average of 544 m i l l i o n cubic f e e t . 
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Let me j u s t p o i n t out the w e l l s t h a t we consider 

unsuccessful, and t h a t ' s based on t h e economic c r i t e r i a . 

We j u s t don't t h i n k those w e l l s are going t o pay out a t 

expected gas p r i c e s . 

Up i n Phase I the r e were two unsuccessful w e l l s . 

The Cleo "ANC" Number 1, t h a t w e l l encountered 

inadequate sand thickness t o produce a t economic r a t e s . 

The Hobbs Fed Number 3 i n Phase I , we consider 

uneconomic p r i m a r i l y because we d r i l l e d i n t o a depleted 

p a r t of the r e s e r v o i r . 

And then down i n Phase I I , the Spring Fed Number 

4, I already mentioned, was a dryhole because of poor sand 

development, as was the Papalote "01" Number 5. 

And then the f i f t h unsuccessful w e l l i s t h e 

Pa u l e t t e "PV" State Number 5. We completed t h a t as a gas 

w e l l , but you can see the r e the i n i t i a l r a t e was about 100 

MCF per day, and we don't expect t h a t t o e x t r a p o l a t e out t o 

economic reserves. 

Q. Are you ready t o go now t o the i n d i v i d u a l maps? 

A. Yes. 

Q. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as Yates Petroleum Corporation E x h i b i t s 15 

through 17. And have you given the general background t h a t 

you f e e l i s necessary t o the i n d i v i d u a l maps? 

A. Let me j u s t s t a t e , the way these maps are 
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con s t r u c t e d , the base maps un d e r l y i n g the data here f o r the 

next t h r e e e x h i b i t s are a l l the same. This i s a — F i r s t 

of a l l , t h i s i s a blow-up of the p i l o t area, the red 

o u t l i n e . 

What I've shown here are the 20 p i l o t w e l l s t h a t 

were — the 2 6 p i l o t w e l l s t h a t were approved. Around the 

w e l l s t h a t we've a c t u a l l y d r i l l e d , the 15 w e l l s t h a t have 

been d r i l l e d , I've colored i n the spacing u n i t i n p u r p l e . 

And the f o u r nearest o f f s e t s t o the i n f i l l w e l l I've 

c o l o r e d i n green, and I ' l l be r e f e r r i n g t o some numbers 

from those w e l l s . 

That's the general c o n s t r u c t i o n of a l l t h r e e 

maps. 

Q. A l l r i g h t . Let's go t o E x h i b i t Number 15. This 

i s your pressure data map — 

A. Okay. 

Q. — and I would ask you t o review the i n f o r m a t i o n 

on t h i s e x h i b i t f o r the Examiner. 

A. This i s the pressure data posted by each w e l l . 

The red number i s the bottomhole pressure we measured 

i n i t i a l l y i n the i n f i l l w e l l . The green number i s the 

average bottomhole pressure i n the f o u r o f f s e t w e l l s a t the 

time t h a t the new p i l o t w e l l was d r i l l e d . These numbers 

are the same as the numbers on the t a b l e t h a t we j u s t 

discussed. 
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I ' d l i k e — I won't go through a l l those numbers 

but I would l i k e t o p o i n t out a couple of cases t h a t I 

t h i n k t y p i f i e s what we found out here. 

Q. And these are the numbers t h a t need t o be 

reviewed i n the context of a v i r g i n r e s e r v o i r pressure of 

1125? 

A. That's r i g h t . 

Q. Okay. 

A. That's r i g h t . Twelve of the w e l l s , 12 of the 15 

w e l l s , encountered what I consider s i g n i f i c a n t l y h i g her 

r e s e r v o i r pressure than i s found i n the o f f s e t w e l l s . 

However, none of those w e l l s encountered v i r g i n r e s e r v o i r 

pressure of 1125. This i n d i c a t e s t o me t h a t t h e r e i s some 

p a r t i a l communication between the new w e l l and the pre

e x i s t i n g w e l l s . I t h i n k t h i s i s explained by t h e geology 

i n t he f i e l d . 

Again, these are stacked pay sands, i n d i v i d u a l 

r e s e r v o i r s , i f you w i l l . However, we'd p e r f o r a t e and 

complete those zones a l l together i n these new w e l l s . Some 

of those pay sands t h a t were completed are present i n 

o f f s e t w e l l s , and some aren't. 

I t h i n k t h a t the zones t h a t are not i n o f f s e t 

w e l l s have higher pressure than what we measured, p o s s i b l y 

even v i r g i n pressure. The zones t h a t are i n good 

communication or t h a t e x i s t i n o f f s e t w e l l s have lower 
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pressure t h a t what we measured. 

So what we're measuring i s one pressure of 

sev e r a l r e s e r v o i r s , some aggregate of each of those. 

Q. I t ' s not po s s i b l e t o go down and get the 

i n d i v i d u a l sand s t r i n g e r s and provide pressure i n f o r m a t i o n 

on each of those? 

A. Not w i t h the way we complete the w e l l s , t h a t ' s 

not a v a i l a b l e . 

Q. Now, do you want t o go over t h i s data 

i n d i v i d u a l l y , or do you want t o do i t i n summary fashion? 

A. I ' d l i k e t o j u s t p o i n t out a couple of examples 

of what we found. 

The f i r s t example i s down i n Section 22 of 7 

South, 2 5 East. R e f e r r i n g t o the bottomhole pressure data 

t h e r e , the Thorpe "MI" Fed Number 15, we measured 

bottomhole pressure of 1089 p . s . i . At the time t h a t was 

measured, those f o u r o f f s e t s t o t h a t w e l l , which are shown 

as green gas-well symbols, had an average bottomhole 

pressure of 189 p . s . i . We f e e l t h a t the f a c t t h a t t h i s 

w e l l encountered near v i r g i n r e s e r v o i r pressure when i t s 

o f f s e t s were a t less than 200 p . s . i . i n d i c a t e s t h a t t h i s 

w e l l w i l l recover incremental gas reserves. 

On the other extreme, the other example I can 

p o i n t out i s up i n Township 6 South, 25 East, Section 8, 

the Hobbs Fed Number 3. That had r e s e r v o i r pressure of 479 
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p . s . i . The o f f s e t s a t t h a t time had pressure of 249, on 

the average. We don't t h i n k t h i s w e l l i s ever going t o pay 

out, and we f e e l l i k e i t was unsuc- — now, i t encountered 

adequate sand thickness, s i m i l a r sand t h i c k n e s s t o the 

o f f s e t w e l l s , but i t encountered r e s e r v o i r i n such a 

depleted s t a t e t h a t I don't t h i n k i t ' s ever going t o 

produce enough gas t o pay out. 

And t h i s i s an i n d i c a t i o n of t h e drainage r i s k or 

the d e p l e t i o n r i s k , which i s the second b i g r i s k i n 

d r i l l i n g w e l l s out here, next t o the g e o l o g i c a l r i s k of 

f i n d i n g sand. 

Q. Doesn't t h i s also t e l l you t h a t i t would be 

uneconomic i n t h i s f i e l d t o d r i l l a second w e l l on each 

p r o r a t i o n u n i t i n the f i e l d — 

A. I t h i n k t h a t — 

Q. — or spacing u n i t ? 

A. I t h i n k t h a t would be uneconomic, t o do t h a t . 

Just i n summary, on the average out here, t h e 

w e l l s t h a t we d r i l l e d encountered almost 8 00 p . s . i . a t the 

time t h a t t h e i r o f f s e t s averaged less than 300 p . s . i . , and 

again I t h i n k t h a t t h a t pressure data i s the s t r o n g e s t 

evidence t h a t we have t h a t these w e l l s are encountering new 

gas reserves t h a t were not being e f f e c t i v e l y d r ained by the 

e x i s t i n g w e l l s . 

Q. Let's go now t o E x h i b i t Number 16. That contains 
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the p r o d u c t i o n r a t e . 

A. Okay. This map i s constructed very s i m i l a r t o 

the previous one. The only d i f f e r e n c e i s , on t h i s map 

we've posted i n red numbers the i n i t i a l p r o d u c t i o n r a t e i n 

MCF per day of the i n f i l l p i l o t w e l l . I n green we have 

posted the average c u r r e n t production r a t e of the f o u r 

o f f s e t w e l l s a t the time t h a t the p i l o t w e l l was completed. 

I t h i n k t h a t the data here i s c o n s i s t e n t w i t h the 

bottomhole pressure data i n t h a t w e l l s t h a t produced a t 

r a t e s much higher than the o f f s e t s — i t t e l l s me t h a t they 

encountered new reserves, whereas w e l l s t h a t produced a t 

r a t e s s i m i l a r t o the o f f s e t s encountered r e s e r v o i r t h a t was 

already i n communication w i t h the e x i s t i n g w e l l s . 

I would l i k e t o p o i n t out j u s t a couple of — the 

same two examples of the w e l l s t h a t we t a l k e d about 

p r e v i o u s l y , down again i n Section 22 of 7-25. 

The Thorpe Number 15, t h a t w e l l i n i t i a l l y t e s t e d 

f o r 1.3 m i l l i o n cubic f e e t per day. At t h a t time, those 

f o u r o f f s e t s noted t h e r e i n green were producing an average 

of 70 MCF per day. 

On the other end of the spectrum, again, i s t h e 

Hobbs Fed Number 3, up i n Section Number 8 of 6 South, 25 

East. That w e l l produced a maximum r a t e of 100 MCF per day 

a t the time t h a t i t s o f f s e t s were producing about 70 MCF 

per day. Again, c o n s i s t e n t w i t h the bottomhole pressure 
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data we i n t e r p r e t t h a t t o be i n t h a t w e l l , i s encountering 

p r a c t i c a l l y no new reserves. 

Q. On the c o n t r a r y , however, the Thorpe "MI" Federal 

15 would be an example of a w e l l t h a t was able t o recover 

reserves t h a t otherwise were not going t o be produced? 

A. Yeah, I t h i n k t h a t ' s c o r r e c t . I t h i n k the 

reserves t h a t w i l l be produced w i l l be incremental reserves 

t h a t would not have been recovered otherwise. 

Q. Okay. On an average, what do you see when you 

look a t these production f i g u r e s ? 

A. Well, I mentioned on the t a b l e — I t ' s shown on 

the t a b l e , but on the average, the i n f i l l w e l l s can be 

producing 750 MCF per day, approximately. 

The surrounding w e l l s have been on l i n e f o r , i n 

general, 15 years i n t h i s f i e l d . They're down t o le s s than 

100 MCF per day. 

This i n d i c a t e s t o me t h a t the new w e l l s are 

producing gas t h a t was not going t o be produced by the 

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

Q. A l l r i g h t , Mr. S t a l l i n g s , l e t ' s go t o E x h i b i t 

Number 17 and review the data shown on t h a t e x h i b i t . 

A. Posted on the same base map, the — our 

c a l c u l a t e d t o t a l reserves from the i n f i l l w e l l s i n r e d , and 

the remaining reserves, the average remaining reserves of 

the f o u r o f f s e t w e l l s , i n green numbers. 
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These reserves were c a l c u l a t e d using d e c l i n e -

curve a n a l y s i s . And the average — Again, the average 

i n f i l l w e l l w i l l recover 544 m i l l i o n cubic f e e t of gas. 

That's based on a l l 15 w e l l s . The 10 successful w e l l s w i l l 

recover almost 800 m i l l i o n cubic f e e t of gas, compared t o 

the average remaining reserves i n the o f f s e t s of less than 

200 m i l l i o n cubic f e e t . 

Q. Could you g e n e r a l l y summarize the r e s u l t s of the 

p i l o t p r o j e c t f o r Mr. Stogner? 

A. Over the l a s t two years, Yates Petroleum 

Corporation has spent about $4.5 m i l l i o n t o d r i l l 15 i n f i l l 

w e l l s covering a f i v e - t o w n s h i p area i n the Pecos Slope-Abo 

Gas Pool. We f e e l these 15 w e l l s cover a broad enough area 

t o be r e p r e s e n t a t i v e of the e n t i r e f i e l d . 

As I mentioned e a r l i e r , ten of those w e l l s were 

suc c e s s f u l . Each of -- And by t h a t , we f e e l t h a t each of 

those w e l l s w i l l recover enough new gas reserves t o be 

p r o f i t a b l e . 

Five of the w e l l s we d r i l l e d are unsuccessful, 

e i t h e r because they d i d not encounter adequate pay sand 

th i c k n e s s or because they d i d n ' t encounter adequate 

r e s e r v o i r pressure. 

O v e r a l l , the 15 w e l l s , we expect t o recover about 

8 BCF of gas reserves, which would have been l e f t i n the 

ground i f these w e l l s had not been d r i l l e d . 
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I t h i n k t h a t w i t h t h a t p i l o t we've shown t h a t 

t h e r e are s i g n i f i c a n t gas reserves remaining i n t h e f i e l d 

which w i l l not be recovered by the e x i s t i n g w e l l s . We've 

shown t h a t there's r i s k associated w i t h d r i l l i n g these 

reserves but t h a t i f you p i c k your spots c a r e f u l l y you can 

d r i l l f o r these remaining gas reserves p r o f i t a b l y . 

I don't t h i n k we're going t o be able t o overcome 

the i n h e r e n t r i s k s completely, a t l e a s t not w i t h t he t o o l s 

t h a t we've developed t o date. 

I n the p i l o t p r o j e c t , o n e - t h i r d of our w e l l s were 

dry or uneconomic. This seems l i k e an a w f u l l y h i g h 

percentage f o r an i n f i l l d r i l l i n g program t o me, but we 

t h i n k t h a t w i t h continued emphasis and c o n c e n t r a t i o n on our 

good engineering and good geology, we can reduce those 

numbers of uneconomic w e l l s and h o p e f u l l y improve t h e 

p r o f i t a b i l i t y of i n f i l l d r i l l i n g out here beyond what we've 

seen so f a r . 

Q. What do you t h i n k the u l t i m a t e p o t e n t i a l i s f o r a 

f i e l d w i d e i n f i l l d r i l l i n g i n each of the pools i n the 

hearing today? 

A. I n the t o t a l area, we've estimated t h a t on 

Yates's acreage, t h e r e could be as many as 200 spacing 

u n i t s , which could b e n e f i t from a second w e l l . 

I t h i n k the average reserves t h a t w e ' l l recover 

from those 200 w e l l s i s about 500 m i l l i o n cubic f e e t per 
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w e l l . So the p o t e n t i a l t o Yates i s about 100 BCF of gas 

reserves. 

Q. These are reserves t h a t would, i n f a c t , otherwise 

not be recovered from these pools? 

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

Q. And what i s your recommendation t o the D i v i s i o n ? 

A. We recommend t h a t s p e c i a l pool r u l e s be adopted 

a u t h o r i z i n g the o p t i o n a l second w e l l on each spacing u n i t n 

the Pecos Slope-Abo Gas Pool, the West Pecos Slope-Abo Gas 

Pool and the South Pecos Slope-Abo Gas Pool. 

Q. I s t h e r e any p o t e n t i a l i n t h i s area f o r 

development uphole, above the Abo? 

A. There i s some San Andres p r o d u c t i o n w i t h i n these 

f i e l d boundaries. I t ' s s c a t t e r e d and marginal, but i t ' s 

always — t h e r e i s some p o t e n t i a l t h e r e . 

Q. Are you making any recommendation concerning any 

change i n the w e l l - l o c a t i o n requirements f o r these i n f i l l 

w e l l s ? 

A. No, we recommend t h a t the 660 f e e t from the 

spacing u n i t boundary be maintained. 

Q. Mr. S t a l l i n g s , i s t h e r e a p o t e n t i a l , i f t h i s 

proposal i s approved by the D i v i s i o n , f o r one spacing u n i t 

w i t h one w e l l on i t t o be o f f s e t by another spacing u n i t or 

m u l t i p l e spacing u n i t s , where there i s more than one w e l l ? 

A. Yes. 

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 

49_ 

Q. And why would t h a t occur? 

A. I t h i n k the geology would d i c t a t e t h a t . You can 

t e l l from the isopach maps t h a t we've looked a t t h a t t h e r e 

very w e l l could be a good economic channel sand i n one 

spacing u n i t , and a neighboring spacing u n i t might be — 

have no sand. We found t h a t out w i t h t he dryholes we 

d r i l l e d . 

Q. And t h i s v a r i a t i o n i n the development p a t t e r n 

could be a necessary r e s u l t of j u s t the g e o l o g i c a l 

c h a r a c t e r i s t i c s of the r e s e r v o i r ; i s t h a t not r i g h t ? 

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

Q. I n your o p i n i o n , w i l l c o r r e l a t i v e r i g h t s be 

p r o t e c t e d i f t h i s proposal i s i n f a c t adopted? 

A. Yes. 

Q. W i l l i t , i n your o p i n i o n , r e s u l t i n uncompensated 

drainage t h a t cannot be o f f s e t — o f f s e t development? 

A. No, I mean, by a l l o w i n g any spacing t o d r i l l an 

o p t i o n a l w e l l , t h a t allows you t o put a w e l l on any spacing 

u n i t t h a t you want, i f the engineering and geology can 

d i c t a t e t h a t i t would be p r o f i t a b l e . 

Q. I f i n f a c t these A p p l i c a t i o n s are approved, w i l l 

t h a t provide an o p p o r t u n i t y t o operators i n the pool t o 

e f f e c t i v e l y produce the reserves under t h e i r own t r a c t s ? 

A. Yes. 

Q. I f i t ' s approved, w i l l unnecessary d r i l l i n g 
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r e s u l t ? 

A. I t h i n k t h a t i f i t ' s approved, necessary d r i l l i n g 

w i l l r e s u l t . I t h i n k t h a t waste would occur w i t h o u t the 

a b i l i t y t o d r i l l i n f i l l w e l l s i n t h i s p o o l . 

Q. I s the implementation of p r o r a t i o n i n g i n t h i s 

pool necessary i f , i n f a c t , c o r r e l a t i v e r i g h t s are t o be 

protected? 

A. I don't t h i n k p r o r a t i o n i n g i s necessary here. 

I'm not a p r o r a t i o n expert, but i t ' s my understanding t h a t 

p r o r a t i o n i n g i s app r o p r i a t e when the r e i s a market 

c o n s t r a i n t or a p i p e l i n e c o n s t r a i n t whereby a l l the 

producers i n a given area can't s e l l a l l the gas c a p a c i t y 

t h a t ' s a v a i l a b l e . To my knowledge, there's p i p e l i n e 

c a p a c i t y and markets t o s e l l a l l the gas t h a t can be 

produced i n t h i s area, i f you're w i l l i n g t o s e l l i t f o r t he 

going p r i c e . 

Q. I f producing allowables are set f o r spacing u n i t s 

i n t h i s f i e l d , would t h a t have the tendency or the 

p o t e n t i a l f o r d e f e a t i n g what you're seeking here w i t h an 

i n f i l l d r i l l i n g program? 

A. I t h i n k i t could harm the economics t o the p o i n t 

t h a t i t might not be economic t o d r i l l w e l l s . I t h i n k we 

have t o be able t o produce these w e l l s a t t h e i r maximum 

ca p a c i t y t o r e a l i z e an adequate r e t u r n on our investment. 

Q. Aren't you r e a l l y t a l k i n g about r u l e s t h a t i n 
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f a c t w i l l honor the geology and the engineering data on 

t h i s r e s e r v o i r ? 

A. I t h i n k by a l l o w i n g a second — o p t i o n a l second 

w e l l , t h a t ' s c o r r e c t , you'd l e t the t e c h n i c a l data d i c t a t e 

whether and where you place the second w e l l . 

Q. And i n e f f e c t , what you're doing i s p e r m i t t i n g or 

g i v i n g an operator an o p p o r t u n i t y t o produce h i s share of 

the reserves i f i n f a c t he has, because of the complicated 

nature of t h i s r e s e r v o i r , more i n the way of reserves under 

h i s t r a c t than may be under an o f f s e t t i n g t r a c t ? 

A. Yes, s i r . 

Q. I n your o p i n i o n , should these r u l e s be adopted on 

a permanent basis? 

A. That's our recommendation, yes. 

Q. Are you prepared t o make any recommendation t o 

the Commission concerning any k i n d of numbering system t h a t 

ought t o be employed t o designate i n f i l l w e l l s w i t h i n these 

pools? 

A. Yes, I understand t h a t t h e r e i s a system i n place 

i n some San Juan Basin f i e l d s whereby you place a l e t t e r 

d e s i g n a t i o n — an E, maybe — a t the end of t h e w e l l name, 

the w e l l number, t o designate i t as an i n f i l l w e l l . I 

t h i n k t h a t would be appropriate here. 

Q. I n your o p i n i o n , w i l l approval of these 

A p p l i c a t i o n s and the establishment of s p e c i a l pool r u l e s 
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f o r the Pecos Slope-Abo Gas Pool, the South Pecos Slope-Abo 

Gas Pool and the West Pecos Slope-Abo Gas Pool t h a t would 

perm i t the d r i l l i n g of an o p t i o n a l i n f i l l w e l l — would 

those r u l e s be i n the best i n t e r e s t of conserv a t i o n , t he 

pr e v e n t i o n of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. Were E x h i b i t s 6 through 17 e i t h e r prepared by 

you, or have you reviewed these e x h i b i t s and can you 

t e s t i f y t o t h e i r accuracy? 

A. Yes. 

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

move the admission i n t o evidence of Yates Petroleum 

Corporation E x h i b i t s 6 through 17. 

EXAMINER STOGNER: Any objectio n s ? 

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

EXAMINER STOGNER: E x h i b i t s 6 through 17 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 examination of 

Mr. S t a l l i n g s . 

EXAMINER STOGNER: Thank you, Mr. Carr. 

I t looks l i k e i t ' s 11:30. I t h i n k now would be a 

good time t o take a lunch break. 

Let's reconvene a t 12:45. 

(Thereupon, a recess was taken a t 11:27 a.m.) 
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(The following proceedings had at 12:45 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

Are you ready f o r cross-examination of your 

second witness, Mr. Carr? 

MR. CARR: Yes, s i r . 

MR. KELLAHIN: A l l r i g h t , s i r . Are you ready, 

Mr. Stogner? 

EXAMINER STOGNER: Yes. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Sta l l i n g s , i f y o u ' l l p u l l out Exhibit Number 

15, l e t me ask you some questions about your analysis of 

the pressure data. 

A. A l l r i g h t . 

Q. Let's j u s t take one of these as an example. 

Let's look at the Catterson Federal over i n 7 South, 26 

East. The top number i n red i s the i n i t i a l bottomhole 

pressure? 

A. Yes, measured i n the new w e l l . 

Q. Okay. And how i s that t e s t taken? 

A. I n a l l of these wells, we measure t h a t by running 

a five-day pressure buildup t e s t a f t e r the w e l l i s 

completed and flowed back and s t a b i l i z e d at a s t a b i l i z e d 

r a t e , then we shut the well i n and measure pressure buildup 

f o r f i v e days, and then we analyze t h a t pressure buildup 
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t e s t w i t h t r a n s i e n t a n a l y s i s t o come up w i t h an average 

r e s e r v o i r pressure. 

Q. At what p o i n t i n the l i f e of completing the w e l l 

and g e t t i n g i t ready t o produce do you take the t e s t ? 

A. The sequence of events i s , we p e r f o r a t e t he w e l l , 

h y d r a u l i c a l l y f r a c t u r e the w e l l , e s t a b l i s h f l o w from the 

w e l l and recover as much of the f r a c f l u i d s as we can, 

e s t a b l i s h a s t a b i l i z e d gas produc t i o n r a t e . I t may take a 

week of fl o w t e s t i n g , and then w e ' l l shut the w e l l i n as 

the f i n a l step i n the completion. And then a f t e r t he 

pressure bu i l d u p t e s t i s run, we put the w e l l — we're able 

t o put the w e l l on produc t i o n down the l i n e . 

Q. When we look a t the d i s t r i b u t i o n of the 

bottomhole pressure i n f o r m a t i o n on the map, t h e r e appears 

t o be a range of pressure d i f f e r e n c e s ; i s t h a t not tru e ? 

A. That's t r u e . 

Q. I s p a r t of the explanation t o the change i n 

pressure as you move from area t o area explained by the 

p r o x i m i t y of the i n f i l l w e l l t o e x i s t i n g w e l l s ? 

A. Yes. 

Q. So when you look a t the Catterson w e l l , t he f a c t 

t h a t i t s i n i t i a l bottomhole pressure i s 438 i s going t o be 

r e f l e c t i v e of the f a c t t h a t the e x i s t i n g w e l l s t h a t you've 

averaged — which are the f o u r , apparently, t h a t are shaded I 

i n green? Am I understanding t h i s r i g h t ? 
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A. Yes. 

Q. That average, then, i s simply the r e l a t i o n s h i p of 

the e f f e c t of the o r i g i n a l w e l l s on the i n f i l l w e l l . 

A. Right. 

Q. I s p a r t of t h i s pressure d i f f e r e n t i a l i n the 

r e s e r v o i r explained by the low p e r m e a b i l i t y of t h e 

r e s e r v o i r ? 

A. I don't know t h a t — I don't a t t r i b u t e a l a r g e 

p a r t of i t , but I guess a p a r t of i t , I would say a small 

p a r t of i t , i s due t o the low p e r m e a b i l i t y i n t h e 

r e s e r v o i r . 

Q. When we're l o o k i n g a t the concept of i n f i l l 

d r i l l i n g , as I understand i t , there's two p o s s i b l e 

analyses. One i s t o contend g e o l o g i c a l l y t h a t t he 

r e s e r v o i r i s separated i n t o m u l t i p l e s t r i n g e r s of s h o r t 

l a t e r a l e x t e n t , and thereby you need a d d i t i o n a l w e l l b o r e s , 

because those sands don't go very f a r , a l l r i g h t ? 

A. (Nods) 

Q. I s t h a t what you were t a l k i n g about when you were 

t a l k i n g about a g e o l o g i c a l l y j u s t i f i e d w e l l ? I'm not sure 

I remember the phrasing e x a c t l y . A geologic success i s 

what you said? 

A. Well, the way we de f i n e geologic success was, 

th e r e was good sand thickness encountered i n t h a t w e l l b o r e , 

whether or not i t was apparently present i n the o f f s e t 
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w e l l s . 

Q. Let me ask you the question, then. Do you see, 

based upon your a n a l y s i s , the p r e d i c a t e f o r i n f i l l being 

based upon the f a c t t h a t the i n f i l l w e l l i s going t o 

encounter new sands? 

A. P a r t i a l l y , yes. 

Q. That's not the d r i v i n g f a c t o r , a p p a r e n t l y , 

though, i s i t ? 

A. We r e a l l y d i d n ' t — That was not one of our 

o b j e c t i v e s — 

Q. Okay. 

A. — was t o encounter t h i s . And the reason was 

because we had mapped t h i s on an i n d i v i d u a l - s a n d b a s i s . 

I t ' s complex enough t h a t I t h i n k we f i n d new sands 

sometimes. 

Q. Well, D'Nese Fly , when she d i d the f i r s t g eologic 

isopachs and had the thr e e zones back i n August and 

September of 1993, had subdivided i t i n t o A, B and C. 

Later on when — L e s l i e Bence, I t h i n k i t was — 

A. Yes. 

Q. — d i d i t i n May of 1994, she now has f i v e 

d i f f e r e n t packages f o r the pool. That's app a r e n t l y what I 

saw a w h i l e ago. 

A. (Nods) 

Q. When you look a t t h a t combination of package, 
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then, what i s the minimum t o t a l t hickness c r i t e r i a by which 

you're d e c i d i n g t o j u s t i f y the i n f i l l w ells? 

A. There's not a hard and f a s t answer t o t h a t 

q u e s t i o n , and I'm not sure t h a t those two g e o l o g i s t s would 

answer i t t h i s way. 

I t h i n k — general r u l e , very general r u l e — you 

need 2 0 f e e t , minimum. You t r y t o d r i l l f o r 3 0 f e e t , 

minimum. I f you get 20, then we would run pipe and t e s t 

t h a t . 

But the reason I say i t ' s very general i s because 

you have t o take i n t o c o n s i d e r a t i o n how much sand thi c k n e s s 

i n the o f f s e t w e l l s l o c a l l y , i n t h a t p a r t i c u l a r area — 

what's the sand-thickness-to-production r e l a t i o n s h i p ? Some 

areas of the f i e l d , t h i n n e r sands are more p r o d u c t i v e , and 

i n some areas of the f i e l d t h i c k e r sands are more 

p r o d u c t i v e . 

We d i d n ' t — I don't have a t a b l e I can show you 

t h a t answer. I t ' s j u s t a case-by-case ba s i s . We t r y t o 

take a l l of t h a t i n t o c o n s i d e r a t i o n . 

Q. When we looked a t 6 South, 25 East, which was, as 

I understand i t , one of the very best p o r t i o n s of t h e pool 

f o r the f i r s t p i l o t p r o j e c t , f i r s t phase, what k i n d of 

g e n e r a l i z a t i o n s can you make about the t h i c k n e s s of the 

sand package w i t h i n t h a t section? 

A. What k i n d of g e n e r a l i z a t i o n s can I make? That 
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i t ' s v a r i a b l e even i n t h a t area of the f i e l d . 

Q. Can you ch a r a c t e r i z e the range of v a r i a t i o n ? Are 

we d e a l i n g w i t h hundreds of f e e t here? 

A. We could add up the thicknesses i n a given w e l l 

o f f of the isopach maps i n t h a t township t o g i v e you an 

answer, and I guess t h a t ' s the way I ' d need t o do, what I ' d 

need t o do. I don't know. 

Q. A l l r i g h t . I s t h a t not what you — 

A. I t ' s not hundreds of f e e t . I t ' s less than a 

hundred f e e t , i s the maximum sand thickness i n a given 

w e l l . 

Q. A l l r i g h t . When you d i d the v o l u m e t r i c s i n 

August of 199 3, i s t h a t what you d i d , i s , you counted up i n 

the i n d i v i d u a l w ellbore the t o t a l t h i c k n e s s f o r t he 

v o l u m e t r i c c a l c u l a t i o n ? 

A. Yes. 

Q. As p a r t of t h a t c a l c u l a t i o n of footage, was th e r e 

a p o r o s i t y c u t o f f ? 

A. No, the way t h a t we defined pay sand was w i t h 

d e n s i t y neutron log crossover. So t h e r e r e a l l y was no 

minimum f o r any crossover p o r o s i t y we counted as pay. 

Q. A l l r i g h t . So you d i d n ' t use a c u t o f f on 

p o r o s i t y ? 

A. There was no minimum p o r o s i t y c u t o f f , no, s i r . 

Q. A l l r i g h t . When you move from 6 South, 2 5 East, 

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 

59 

t o a t h i c k e r p o r t i o n i n here, over t o the West Pecos Slope, 

there's a s u b s t a n t i a l r e d u c t i o n i n the r e s e r v o i r i n terms 

of t h i c k n e s s , i s there not? 

A. I wouldn't be s u r p r i s e d i f t h a t ' s t r u e . I have 

not s t u d i e d West Pecos Slope i n n e a r l y the d e t a i l , but I've 

s t u d i e d the p i l o t area f o r t h i s p r o j e c t . 

Q. When you get t o West Pecos Slope, do you know how 

many of these sand packages can be i d e n t i f i e d ? Can they 

s t i l l be put i n the f i v e ? 

A. I don't know the answer t o t h a t . 

Q. What was your basis f o r arguing f o r i n f i l l 

d r i l l i n g i n the West Pecos Slope? 

A. I f e e l l i k e t h a t d e p o s i t i o n a l environment was the 

same, t h a t the sand channels look s i m i l a r , from what I've 

seen, t o what we see i n the main Pecos Slope, and t h a t the 

u l t i m a t e recovery per w e l l i s lower i n the West Pecos Slope 

than i t i s i n the Main Pecos Slope, and t h e r e f o r e I am 

assuming — having not done the c a l c u l a t i o n s , I'm assuming 

t h a t a p o r t i o n of t h a t i s due t o smaller drainage areas. 

Q. Would i t also not e q u a l l y be as l i k e l y t o be 

a t t r i b u t a b l e t o the f a c t t h a t the r e s e r v o i r i s 

s u b s t a n t i a l l y t h i n n e r ? 

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

Q. And i f t h a t ' s t r u e , then, i n f i l l w e l l d r i l l i n g i n 

West Pecos Slope may not ye t be j u s t i f i e d ? 
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A. I couldn't j u s t i f y i t t o my management w i t h o u t 

doing a study of the area. 

Q. And you don't yet have t h a t — 

A. I have not done t h a t study. I t h i n k — w e l l , 

yeah. 

Q. When we look a t the p a r t t h a t you have s t u d i e d , 

t e l l me, when I look a t E x h i b i t 15, what I am seeing when 

you i d e n t i f y i n the o f f s e t t i n g w e l l s t o Catterson, f o r 

example, i n the green symbols, what you c h a r a c t e r i z e t o be 

the average c u r r e n t bottomhole pressure. 

Now, my question i s , f o r each of those w e l l s , are 

you t a k i n g a c u r r e n t bottomhole pressure and then averaging 

among the four? I s t h a t what you did? 

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

Q. What i s the approximate date of the data of the 

bottomhole pressure t e s t s f o r those o f f s e t w e l l s ? 

A. I n the case of Township 6-25, I b e l i e v e the date 

was October of 1993. And the reason we had the o p p o r t u n i t y 

t o gather t h a t data was because the w e l l s i n the f i e l d had 

been shut i n — I don't remember how long now — many days, 

i f not over a month. And we f e l t l i k e t h a t we had reached 

a s t a b i l i z e d bottomhole pressure, and so we were able t o 

use t h a t as the estimate. These sands are t i g h t enough 

t h a t i t takes a long time t o get — f o r the pressure t o 

b u i l d up t o a s t a b i l i z e d p o i n t . So i t ' s i n --
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Q. I'm l o s i n g t r a c k here, Mr. S t a l l i n g s . 

A. Okay. 

Q. I'm l o o k i n g a t the vinta g e of the bottomhole 

pressure data. I t h i n k you've moved me i n t o Township 6 

South, 2 5 East? 

A. Yeah, so the vintage of those bottomhole 

pressures was approximately October of 1993. 

Q. Okay. So the other w e l l s , then, w i t h i n Phase I I , 

the v i n t a g e of the o f f s e t bottomhole pressure t e s t , i n 

r e l a t i o n t o the i n f i l l w e l l , has got an approximate time 

p e r i o d of what? 

A. I t does, and i t must have been — I don't r e c a l l . 

February of 1994 r i n g s a b e l l . 

Again, i t was a s i m i l a r s i t u a t i o n where, due t o 

low gas p r i c e s , we had shut i n those w e l l s j u s t because we 

weren't s e l l i n g gas from the f i e l d a t t h a t t i m e , and a side 

e f f e c t of t h a t was t h a t i t allowed us t o go get pressure 

data, a f t e r having had an extended s h u t - i n p e r i o d . 

Q. How c o n f i d e n t are you of the r e l i a b i l i t y of t h a t 

s h u t - i n pressure data f o r the o f f s e t wells? 

A. We're very c o n f i d e n t i n i t . 

Q. You looked a t t h a t s t u f f ; i s i t i n f l u e n c e d by 

f l u i d volumes or anything i n the w e l l , any k i n d o f issue 

w i t h regards t o t h a t p o int? 

A. We don't — These w e l l s , dry gas producers, we 
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don't see any f l u i d , as a general r u l e , there's no l i q u i d 

column i n those w e l l s . 

Q. Let me go back t o my f i r s t questions, then. When 

we look a t Catterson, i t appears t h a t the i n f i l l Catterson 

w e l l ' s bottomhole pressure i s explained because of the 

p r o x i m i t y of the e x i s t i n g o f f s e t w e l l s . And had th e r e not 

been an i n f l u e n c e from the e x i s t i n g o f f s e t w e l l s , t h e r e 

would be no other way t o e x p l a i n the f a c t t h a t t he 

Catterson w e l l d i d not come i n a t v i r g i n pressure. Are you 

f o l l o w i n g me? 

A. I agree w i t h t h a t . 

Q. So i f the r e s e r v o i r i s not d e p l e t i n g the i n f i l l 

l o c a t i o n f o r Catterson, we could expect t o see pressures of 

the 1125, g i v e or take? 

A. Yes. 

Q. So over time t h a t gas i s being depleted by the 

o f f s e t w e l l s ? 

A. I b e l i e v e i t ' s being p a r t i a l l y depleted by the 

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

Q. Okay, l e t ' s go up now t o the n o r t h end of the 

d i s p l a y , and i t ' s the Dee — I t h i n k t h a t ' s a zero Q? 

A. Yeah, OQ, yes, s i r . 

Q. I t ' s an OQ. The Dee OQ State w e l l , which i s i n 

Township 5 South, 25 East — i t ' s down t h e r e i n Section 

3 2 — do you see t h a t one? 
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A. Yes, s i r . 

Q. A l l r i g h t , i t ' s got an i n i t i a l pressure of 992. 

We're t w i c e what we were seeing i n Catterson. I s t h e f a c t 

t h a t we're g e t t i n g a higher pressure i n t h a t i n f i l l w e l l 

explained by the f a c t t h a t f o r t h a t w e l l t he o f f s e t s are 

s u b s t a n t i a l l y f a r t h e r away from the Dee OQ State w e l l than 

i n t he Catterson example? Do you see what I'm saying? 

A. I do see what you're saying. That has a l o t t o 

do w i t h i t , yes. 

One of our three c r i t e r i a f o r p i c k i n g these 

l o c a t i o n s was t o , on the one hand — two of our c r i t e r i a — 

on the one hand, be close enough t o good w e l l s t o be i n a 

sweet spot of the r e s e r v o i r , but at the same time be f a r 

enough away from the e x i s t i n g w e l l s t o not d r i l l a depleted 

w e l l . 

So when we can maximize the di s t a n c e from a 

producing w e l l and s t i l l f e e l l i k e we're i n a — encounter 

good sand t h i c k n e s s , t h a t ' s the i d e a l s i t u a t i o n . 

Q. Well, look a t Section 32 w i t h me. You can f i n d 

w i t h i n the area where the i n f i l l w e l l e x i s t s 160 acres t h a t 

does not y e t c o n t a i n a w e l l . So i n e f f e c t , the Dee w e l l i s 

the f i r s t w e l l i n 160 acres, and does t h a t not e x p l a i n 

what's happening w i t h the pressure? 

A. Oh, I t h i n k t h a t has a l o t t o do w i t h what's 

happening w i t h the pressure, yes, s i r . 
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Q. When you look a t — I see how you've analyzed i t . 

You've looked a t the o p p o r t u n i t i e s f o r the i n f i l l w e l l s and 

d r i l l e d some of those. 

Did you correspondingly look t o see i f you 

already had examples i n the pool, where you had e x i s t i n g 

w e l l s i n close p r o x i m i t y , which would be a spacing p a t t e r n 

e q u i v a l e n t t o what you would have i f the D i v i s i o n allowed 

i n f i l l d r i l l i n g ? 

A. Yes, I d i d , and p a r t of our o r i g i n a l a n a l y s i s 

back i n 1993 covered t h a t , and I can show you some examples 

i n Township 6-25 t h a t I r e c a l l . Down i n Section 25 and 26 

of 6-25, where those two sections meet, t h e r e were a c t u a l l y 

f o u r w e l l s d r i l l e d on a 160. 

Q. Yeah, you've got 4 0-acre spacing on some of them? 

A. Yeah, e f f e c t i v e l y 40-acre spacing t h e r e . 

I s t u d i e d , though — I n t h a t township, I s t u d i e d 

every case where th e r e were more than two w e l l s I could 

draw i n a 160-acre area, and I d i d not see evidence of 

i n t e r f e r e n c e from the d e c l i n e curves. I d i d n ' t see one 

w e l l adversely a f f e c t e d when another w e l l i n t h a t close a 

p r o x i m i t y s t a r t e d producing. 

Q. I n terms of pressure, though? 

A. Well, i n terms of produc t i o n r a t e , because 

pressure data i s a l o t harder t o come by than p r o d u c t i o n 

data i s . 
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Q. A l l r i g h t . So you d i d n ' t have pressure data t o 

analyze whether there was an e q u i v a l e n t pressure i n the 

w e l l , but you could see by l o o k i n g a t the p r o d u c t i o n data 

t h a t you were higher i n the l i f e of one w e l l versus the 

other i n terms of production? 

A. Yes, s i r . 

Q. Let me ask you t h a t . What i s the p r o f i l e of a 

t y p i c a l Pecos Slope-Abo w e l l i n terms of how you would see 

i t s p r o d u c t i o n curve? 

A. They e x h i b i t h y p e r b o l i c d e c l i n e , steep d e c l i n e , 

i n t he f i r s t year t o 18 months of continuous p r o d u c t i o n , 

e v e n t u a l l y l e v e l i n g o f f t o a shallow — on t h e average, 12 

percent per year exponential d e c l i n e . And u l t i m a t e l y t h e 

w e l l s are very l o n g - l i v e d , w e l l l i f e approximately 15 t o 20 

years. 

Q. I s t h a t p r o f i l e c o n s i s t e n t w i t h a l l of the w e l l s 

f o r Phase I p i l o t ? 

A. We looked a t the produ c t i o n data t h a t ' s a v a i l a b l e 

on those w e l l s . Not one e x h i b i t e d abnormally steep 

d e c l i n e . Now, they're a l l steep, but the f i e l d 

c h a r a c t e r i s t i c s i s a steep d e c l i n e i n i t i a l l y . 

Q. And t h a t ' s what I'm asking you. I s t h a t 

c o n s i s t e n t w i t h what you're seeing f o r a t y p i c a l w e l l ? 

A. Yes, they are c o n s i s t e n t w i t h the h i s t o r i c a l 

average d e c l i n e i n the f i e l d , and t h a t was one of the 
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t h i n g s t h a t we were very i n t e r e s t e d i n seeing, what the 

d e c l i n e c h a r a c t e r i s t i c s would be. 

Q. A l l r i g h t . When you look a t t h a t s i g n a t u r e w e l l 

f o r Pecos Slope i n terms of i t s h y p e r b o l i c d e c l i n e , what i s 

the s i g n a t u r e of Phase I I i n f i l l w ells? Are they 

e x h i b i t i n g the same c h a r a c t e r i s t i c ? 

A. There's not enough data, d e c l i n e data, on the 

Phase I I w e l l s f o r me t o give you a good answer on t h a t . I 

mentioned t h a t the f i e l d has been shut i n f o r most of the 

l a s t year and a h a l f . So we don't have much d e c l i n e data 

from those w e l l s . 

Q. A l l r i g h t . The c r i t e r i a f o r d e c i d i n g on the 

Phase I I i n f i l l w e l l s apparently had some k i n d of economic 

t h r e s h o l d — 

A. Yes. 

Q. — t h a t changed as of March of 1995, and thereby 

you stopped d r i l l i n g the approved Phase I I w e l l s ? 

P r i o r t o t h a t occurrence, wasn't the c r i t e r i a , i f 

I remember your May, 1994, testimony, t he f a c t t h a t you 

were l o o k i n g f o r 400,000 MCF of unique or new reserves as 

the t h r e s h o l d t o j u s t i f y the i n f i l l w e l l ? 

A. 400 m i l l i o n cubic f e e t . 

Q. That was i t . 

A. Yes, s i r . 

Q. A l l r i g h t . Did t h a t continue t o be the t h r e s h o l d 
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i n March of 1995 when you stopped d r i l l i n g the approved 

well s ? 

A. Yes. 

Q. The p r i c e dropped i n Pecos Slope-Abo, and t h a t 

was the d e c i s i o n not t o d r i l l the r e s t of t h e i n f i l l w e l l s ? 

A. The p r i c e dropped or j u s t continued — The p r i c e 

had dropped months p r i o r , but continued low p r i c e s f i n a l l y 

r e s u l t e d i n my management d e f e r r i n g the remainder of the 

w e l l s . 

Q. Okay. I s t h a t volume s t i l l — I t was used, then, 

f o r the Phase I w e l l s and those Phase I I w e l l s t h a t were 

d r i l l e d ; t h a t was the threshold? 

A. Yes. 

Q. Okay. Let's look a t E x h i b i t Number 17. 

The i n f i l l d r i l l i n g p i l o t area reserves, i n red 

you're showing t o t a l reserves? 

A. T o t a l reserves. 

Q. And l e t me make sure I understand. The t o t a l 

reserves are going t o represent a combination of new 

reserves, p l u s reserves t h a t might otherwise be produced by 

an o f f s e t w e l l ? 

A. Yes. 

Q. A l l r i g h t . So when I look a t the Catterson w e l l 

and I get 72 8, i t ' s a combination of the two? 

A. Yes. 
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Q. Did you continue t o use the method by which you 

determined or a l l o c a t e d new reserves, based upon the 

methodology you set f o r t h t o the D i v i s i o n i n the May, 1994, 

t r a n s c r i p t ? 

A. We've -- No, we've r e a l l y rethought our p o s i t i o n 

on t h a t , on the i n f i l l -- on how much of the reserves are 

new reserves and how much of the reserves are a c c e l e r a t i o n 

reserves, i f you w i l l . I t ' s a very debatable p o i n t . 

And my personal f e e l i n g i s t h a t most of the 

reserves, a l a r g e m a j o r i t y of the reserves i n a l l these 

cases, are new reserves. And the reason I b e l i e v e t h a t i s 

because the o f f s e t w e l l s are g e n e r a l l y a t such low r a t e s 

and approaching t h e i r economic l i m i t t h a t i t ' s j u s t — we 

can't go — they're not going t o produce the gas t h a t 

a p p arently i s going t o be produced from the new w e l l . 

Q. A l l r i g h t . Let's go through the process, because 

Examiner Stogner d i d not hear t h a t case. 

The methodology i n March of 1994 by which you 

a l l o c a t e d between e x i s t i n g reserves and new reserves was a 

formula based upon — I f o r g o t i f i t was r a t e or pressure. 

A. Pressure. 

Q. I t was o f f the pressure map, wasn't i t ? 

A. Well, there were two p a r t s . The t o t a l reserves 

were c a l c u l a t e d using decline-curve a n a l y s i s , which i s 

pr o d u c t i o n r a t e data — 
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Q. Yes. 

A. — which i s what's been done here. 

Q. And then you subdivided t h a t based upon pressure? 

A. And then a t t h a t time I had made an estimate of 

the percentage of reserves t h a t were unique reserves, or 

new reserves, based on the bottomhole pressure as a 

percentage of o r i g i n a l bottomhole pressure. That was an 

unproven r e l a t i o n s h i p . There's some r e l a t i o n s h i p t h e r e , 

but I — 

Q. You're no longer comfortable w i t h t h a t method? 

A. No. 

Q. Okay. You had a bubble map t h a t you showed i n 

terms of drainage. Are you s t i l l u sing — or d i d you use 

t h a t bubble map as the basis t o then l o c a t e and d r i l l t he 

Phase I I i n f i l l wells? 

A. Yes. 

Q. That bubble map was constructed based upon 

decli n e - c u r v e a n a l y s i s , was i t not? And then you backed 

i n t o a drainage c a l c u l a t i o n using volumetrics? 

A. Yes. 

Q. Okay. When I look a t the bubble map — i n f a c t , 

I may have some here and we can t a l k about i t . 

This i s E x h i b i t 13, Mr. S t a l l i n g s , from the 

August, 1993, hearing. But the method was the same as the 

bubble map shown i n March of 1994, i f I — i s t h a t not 
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t r u e ? 

A. That i s c o r r e c t . 

Q. A l l r i g h t . Help me understand what you're doing 

here when you map or c a l c u l a t e drainage areas and we f i n d 

an area i n which the c i r c l e s overlap. I s t h a t meaning t h a t 

the w e l l s are competing f o r the same reserves, or does i t 

mean something else? 

A. I t h i n k i t ' s a l i m i t a t i o n of t h i s model, i f you 

w i l l . Again, these w e l l s are completed i n m u l t i p l e lenses 

of sand channels. Their drainage areas are not p e r f e c t 

c i r c l e s . I don't know what shape they are. We modeled 

them as c i r c l e s f o r lack of a b e t t e r shape. 

These maps would suggest more than competing, 

t h a t they've a c t u a l l y drained the same reserves more than 

once, and t h a t can't be p o s s i b l e . So — 

Q. I t ' s simply a r e f l e c t i o n of the f a c t t h a t you've 

got these m u l t i p l e sand members crossing over the same 

areas? 

A. I t h i n k t h a t ' s t r u e . 

Q. When we take the Catterson w e l l , then, and f i n d 

t o t a l reserves of 728, how d i d you do t h a t ? I t came from 

d e c l i n e - c u r v e analysis? 

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

Q. Do you have the de c l i n e curves f o r a l l these 

i n f i l l w e lls? 
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A. No, I don't have those w i t h me. 

Q. You d i d n ' t b r i n g them w i t h you? 

A. No, s i r . 

Q. I s t h a t something t h a t you're w i l l i n g t o pro v i d e 

t o us? May we have those? 

A. I ' d have t o ask my management. We've got a l o t 

of experience i n w e l l s out here. We've got some — what we 

might consider p r o p r i e t a r y methods of e v a l u a t i n g reserves, 

so I don't f e e l a t l i b e r t y t o answer yes t o t h a t q u e s t i o n . 

MR. KELLAHIN: I'm going t o make t h a t request, 

Mr. Examiner. 

What we're l o o k i n g f o r , Mr. S t a l l i n g s , i s the 

documents t o support the conclusion on your E x h i b i t 17 as 

t o what you're t e s t i f y i n g i s the t o t a l reserves 

a t t r i b u t a b l e t o the i n f i l l w e l l , and we would l i k e — w e ' l l 

leave t h a t on the agenda as a request item. We would l i k e 

t o have the A p p l i c a n t i n these cases provide us w i t h t h e 

d e c l i n e curves. 

Q. (By Mr. K e l l a h i n ) When you look a t the d e c l i n e 

curve f o r the Catterson w e l l now, Mr. S t a l l i n g s , can you 

su b j e c t t h a t t o a vo l u m e t r i c c a l c u l a t i o n and a t l e a s t 

c a l c u l a t e f o r us what you a n t i c i p a t e t o be the acreage s i z e 

i f we don't n e c e s s a r i l y know the shape? 

A. Yes, we could do t h a t . 

Q. A l l r i g h t , and have you done so? 
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A. No, s i r . 

Q. We don't know, then, what you would c a l c u l a t e t o 

be the drainage area f o r the Catterson w e l l ? 

A. I don't have t h a t answer, t h a t ' s c o r r e c t . 

Q. Would you use the same v o l u m e t r i c a n a l y s i s t h a t 

you showed us i n August of 1993 i n terms of how you go 

about the methodology f o r the drainage c a l c u l a t i o n t h a t was 

E x h i b i t 14? Let me show t h a t t o you and make sure t h a t 

t h a t ' s how you would go about the c a l c u l a t i o n . 

A. That's the way I would do i t . 

Q. A l l r i g h t . So you take the d e c l i n e curve, and 

then you would plug i n the thickness f o r the Catterson 

w e l l , and then you can back i n t o a drainage area, i f you 

w i l l , i n terms of acres? 

A. Yes. 

Q. A l l r i g h t . And you've not done t h a t f o r the 

Catterson w e l l or any of the i n f i l l w e lls? 

A. I have not done t h a t c a l c u l a t i o n f o r the i n f i l l 

w e l l s , t h a t ' s c o r r e c t . 

Q. A l l r i g h t , s i r . You t h e r e f o r e do not know 

whether or not the i n f i l l w e l l s are e x h i b i t i n g a drainage 

area by which we then can compare i t t o the average of the 

e x i s t i n g wells? 

A. No, don't know the answer. 

Q. The e x i s t i n g w e l l s , on average, are d r a i n i n g , i f 
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I r e c a l l c o r r e c t l y , about 122, give or take, acres? 

A. That's what I c a l c u l a t e d , yes. 

Q. Okay. So we a t l e a s t know by your c a l c u l a t i o n 

t h a t t h e e x i s t i n g w e l l s are d r a i n i n g more than 8 0 acres, on 

average? You're nodding your head yes? 

A. Yes, s i r . 

Q. A l l r i g h t . When you're l o o k i n g a t doing d e c l i n e -

curve a n a l y s i s , how does the c a l c u l a t e d absolute open f l o w 

p o t e n t i a l of the w e l l f i t i n t o t h a t analysis? 

A. That's one of the r e l a t i o n s h i p s t h a t we've 

developed. Because we have so many w e l l s , such a l a r g e 

database of w e l l s i n the f i e l d , we developed a r e l a t i o n s h i p 

between i n i t i a l p o t e n t i a l and estimated u l t i m a t e recovery. 

Q. Let's look a t t h a t example f o r a moment, Mr. 

S t a l l i n g s . I f y o u ' l l t u r n t o E x h i b i t 16, l e t ' s look a t the 

pr o d u c t i o n - r a t e data. 

A. Okay. 

Q. E x h i b i t 16, i n the green f o r the o f f s e t t i n g w e l l s 

again, f o r the Catterson example, you've averaged c u r r e n t 

p r o d u c t i o n r a t e , and you get 53 MCF a day? I s t h a t what 

t h a t i s ? 

A. Yes — Which well? 

Q. On the Catterson example — 

A. Okay, yes, s i r . 

Q. — down the r e . 

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 

74 

A. Yes, s i r . 

Q. A l l r i g h t . Again, what's the v i n t a g e when you 

mean c u r r e n t producing rates? 

A. On the r a t e s , i t was the most recent f u l l month's 

p r o d u c t i o n f o r each w e l l p r i o r t o the i n f i l l w e l l being 

completed. I n the case of the Catterson 7, I don't r e c a l l 

which month t h a t was. 

Q. I f I want my engineer t o v e r i f y and v a l i d a t e your 

work, i s t h a t p roduction data r e p o r t e d t o the D i v i s i o n now 

so t h a t we can r e t r i e v e i t on the ONGARD system, or i s t h a t 

data t h a t we're going t o have t o get from you, because 

t h a t ' s the only place we can get i t ? 

A. No, i t ' s the data t h a t ' s r e p o r t e d — I t ' s the 

monthly p r o d u c t i o n data t h a t ' s r e p o r t e d t o the Commission. 

Q. The C-115s, I t h i n k we are — That's a l l been 

r e p o r t e d f o r these --

A. I would assume so, yes. 

Q. A l l r i g h t . I'm i n t e r e s t e d i n the i n f i l l w e l l s , 

but l e t ' s use the Catterson as an example. 

What I'm seeing i n red, then, i s the i n i t i a l 

producing r a t e , but t h a t ' s r e a l l y c a l c u l a t e d absolute open 

f l o w , i s n ' t i t ? 

A. No. 

Q. On the Catterson w e l l , t h a t m i l l i o n a day? 

A. I t ' s not a c a l c u l a t e d absolute open f l o w . I t i s 
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a f l o w r a t e t h a t was achieved by — That was the s i n g l e 

h i g h e s t day's fl o w r a t e t h a t was achieved by t h a t w e l l t o 

the p i p e l i n e . 

Q. At what p o i n t i n time? 

A. On i n i t i a l completion, s h o r t l y a f t e r f r a c . 

Q. A l l r i g h t . You see what concerns me about t h e 

way these w e l l s perform, t h a t i n the f i r s t few months, 

whether i t ' s i n i t i a l absolute open f l o w or not, the r e ' s a 

s u b s t a n t i a l d e c l i n e i n r a t e as a s i g n a t u r e f o r these w e l l s , 

i s n ' t i t ? 

A. That's t r u e . 

Q. So i f you're t r y i n g t o decide based upon r a t e 

whether the i n f i l l w e l l i s t r u l y r e c o v e r i n g unique 

reserves, wouldn't i t a f f e c t your assumption i f you used 

the h i g h e s t , e a r l i e s t rate? 

A. I t might. 

Q. Mr. Stogner heard a case between Tide West and 

Yates on the Catterson w e l l . I t ' s Case 11,283. And i n 

t h a t p r e s e n t a t i o n , Mr. Fant, as your engineering witness, 

presented some production data on t h a t Catterson w e l l , and 

he demonstrated t o us t h a t i n A p r i l of 1995 i t was doing 

about 900 MCF a day. But by J u l y of 1995 i t ' s down t o 345 

a day. I t looks l i k e a s u b s t a n t i a l drop. 

I s t h a t unique t o Catterson, or were the other 

w e l l s doing the same k i n d of thing? 
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A. I don't know s p e c i f i c a l l y about the Catterson 

w e l l . I know t h a t f o r the w e l l s I looked a t i n d e t a i l — 

over i n 6 South, 2 5 East, because those are the w e l l s we 

have the most data on — those w e l l s d i d not — not one of 

those w e l l s e x h i b i t e d abnormally high d e c l i n e s . 

I don't know about the Catterson w e l l , what the 

s i t u a t i o n was the r e s p e c i f i c a l l y . 

Q. When you're l o o k i n g a t the d e c l i n e curve, are you 

p l o t t i n g these d e c l i n e curves on a c t u a l data and then 

you're f o r e c a s t i n g i n the f u t u r e a decline? 

A. Right. 

Q. When you get t o the p o i n t i n t h i s p l o t where 

you're f o r e c a s t i n g the f u t u r e d e c l i n e , i s t h a t on a 

s t r a i g h t - l i n e basis? 

A. That's on — Well, no, i t ' s on a h y p e r b o l i c 

d e c l i n e basis. 

Q. So your methodology i s c o n s i s t e n t w i t h the 

si g n a t u r e of t h i s k i n d of well? 

A. Yes. 

Q. Okay. When we look a t the Catterson example on 

E x h i b i t 17, you've c a l c u l a t e d t o t a l reserves of 728 

m i l l i o n ? Yeah, t h r e e - f o u r t h s of a BCF — 

A. Right. 

Q. — from the Catterson. A l l r i g h t . 

I f your economic t h r e s h o l d i s going t o be 
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400,000, and i f the Catterson well i s positioned i n i t s 

spacing u n i t such that i t would appear t o get some of that 

c o n t r i b u t i o n from the o f f s e t t i n g t r a c t s — Answer t h a t f o r 

me. I t appears to me that i t s drainage area i s going t o , 

i n f a c t , be areas outside of i t s spacing u n i t , i s n ' t i t ? 

A. Yes, i t does appear that way. 

Q. A l l r i g h t . Without doing the c a l c u l a t i o n , i t ' s 

easy to conclude that the 728 i s going t o come i n part from 

area outside of the spacing unit? 

A. Assuming that there's reservoir there, and I'd 

have t o get out the sand maps, but yes, i f there's 

reservoir there i t w i l l drain outside th a t area. 

Q. When we look at i n f i l l d r i l l i n g on a poolwide 

basis, when you see a 728, aren't you o b l i g a t i n g , by the 

i n f i l l procedure, the o f f s e t i n the northeast quarter of 

the section to now d r i l l a protection w e l l t o the Catterson 

well? 

A. I don't know about ob l i g a t i o n . I t h i n k t h a t — I 

don't know what t h e i r obligation or our o b l i g a t i o n would 

be. 

Q. Well, Mr. Carr asked you a while ago whether or 

not approval of t h i s request f o r poolwide i n f i l l d r i l l i n g 

was going to protect c o r r e l a t i v e r i g h t s and not a f f o r d an 

opportunity f o r acreage to be drained without corresponding 

compensating drainage. 
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And you sai d , yeah, t h i s i s going t o work, i t ' s 

going t o be okay f o r c o r r e l a t i v e r i g h t s . 

I'm t r y i n g t o give you a c o r r e l a t i v e - r i g h t s 

example. 

A. Yeah. 

Q. And i f the example i s , the economic t h r e s h o l d f o r 

an i n f i l l w e l l i s 400,000, there i s not enough gas under 

your c a l c u l a t i o n t o support two w e l l s . So what happens t o 

the share of gas t h a t i s o f f the Catterson spacing u n i t ? 

I t ' s going t o be produced by Yates, i s n ' t i t ? 

A. I n t h a t example i t looks l i k e t h a t would happen, 

yes. 

Q. When we look a t the r e s t of the i n f i l l w e l l s , as 

we move through E x h i b i t 17 there are a number of these t h a t 

have the Catterson problem i n them, don't they? 

You know, i f you look a t the K i l g o r e w e l l up i n 

s e c t i o n — I t h i n k i t ' s 24 of 6 South, 25 East — the 

K i l g o r e w e l l , by your c a l c u l a t i o n , has got t o t a l reserves 

of 652. Again, we don't have 800,000, so the o f f s e t s can't 

be d r i l l e d , and so drainage i s going t o occur from 

o f f s e t t i n g spacing u n i t s f o r which t h e r e i s no 

corresponding compensation; i s n ' t t h a t r i g h t ? 

A. I don't n e c e s s a r i l y agree t h a t the o f f s e t can't 

be d r i l l e d . 

Q. I t can't be done economically under your 
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t h r e s h o l d , can i t ? 

A. I wouldn't recommend a w e l l t h e r e , based on these 

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

Q. What the i n f i l l program would do, wouldn't i t , 

because of the h y p e r b o l i c p r o d u c t i o n nature of the w e l l s , 

i s t h a t operator who gets the f i r s t i n f i l l w e l l d r i l l e d i n 

one of these sweet spots i s going t o d r i l l t he only w e l l 

t h a t recovers i t s cost? 

A. I don't know t h a t . I'm not sure t h a t you 

coul d n ' t compete f o r those reserves. 

Q. A l l r i g h t . T e l l me what bothers you about what I 

s a i d . 

A. Well, because the drainage area of an o f f s e t w e l l 

i s going t o be d i f f e r e n t again. The geology i s complex 

enough t h a t another w e l l — t h e r e may be a whole 'nother 

channel system i n the o f f s e t t i n g spacing u n i t , f o r example. 

Even i f i t were the same channel system, i t ' s going t o — 

should be able t o reach a d i f f e r e n t p a r t of t h e r e s e r v o i r 

than t h i s w e l l would. 

Q. Do you see the problem I'm having? I can't reach 

t h a t a n a l y s i s u n t i l I see what you c a l c u l a t e t o be the 

acreage drained by your i n f i l l w e l l , and t h a t ' s something 

you haven't presented. Do you see how hard t h a t i s t o 

analyze i t ? 

Let me ask you — I s n ' t t h e r e another way t o go 
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about t h i s than having a s t r a i g h t i n f i l l program? Let me 

suggest something. 

Couldn't you, as you've done here, on a case-by-

case b a s i s , f i n d these areas f o r which t h e r e i s support t o 

j u s t i f y the i n f i l l w e l l , and on a case-by-case basis come 

i n and ask f o r a second w e l l ? I s n ' t t h a t a v i a b l e 

a l t e r n a t i v e f o r a s o l u t i o n f o r these 200 o p p o r t u n i t i e s out 

of a thousand, t o provide the necessary second w e l l i n 

those examples where i t i n f a c t i s necessary? 

A. I t doesn't seem very e f f i c i e n t t o me. 

Q. What's wrong w i t h i t ? 

A. Because of having t o run a show l i k e t h i s every 

time. A d m i n i s t r a t i v e approval would be much less 

cumbersome, i f an operator wanted t o become a c t i v e and have 

an a c t i v e d r i l l i n g program. I t h i n k t h a t p r e s e n t i n g every 

l o c a t i o n a t hearing f o r 200 w e l l s would be very cumbersome. 

Q. And i f t h a t ' s your concern, perhaps an 

a d m i n i s t r a t i v e procedure could be developed as an 

a l t e r n a t i v e t o i n f i l l on a blanket basis whereby you could 

send n o t i c e . I f your o f f s e t s don't care, i t would g i v e you 

a v e h i c l e by which the second w e l l i s approved, and y o u ' l l 

go about your business and you don't have t o come t o a 

he a r i n g , necessarily? 

I n the a l t e r n a t i v e , you have not created b l a n k e t 

i n f i l l f o r a po o l , t o handle 800 spacing u n i t s f o r which 
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apparently i t doesn't work? 

EXAMINER STOGNER: Was t h a t a question? 

MR. KELLAHIN: Yes, s i r . 

Q. (By Mr. K e l l a h i n ) Comments, observation? 

A. Our recommendation i s t o make t h i s an 

a d m i n i s t r a t i v e procedure, and we j u s t f e e l l i k e t h a t ' s the 

most e f f i c i e n t way t o develop these i n f i l l reserves. 

Q. Well, you've already got approval f o r 11 more 

w e l l s t h a t are not yet d r i l l e d ? You've got those taken 

care o f , now, don't you? What's the schedule f o r g e t t i n g 

those done? 

A. To my knowledge, there's no plans t o d r i l l those 

w e l l s . I would say t h a t ' s a management d e c i s i o n . I would 

assume t h a t i t would be d r i v e n by — That, along w i t h any 

other gas-well d r i l l i n g t h a t we would do, would be d r i v e n 

by an improvement i n gas p r i c e . 

Q. Describe f o r me the c r i t e r i a t h a t was used i n 

s e l e c t i n g the w e l l s t h a t were a c t u a l l y d r i l l e d , as opposed 

t o the 11 t h a t weren't under the Phase I I program. 

A. We wanted t o get a r e p r e s e n t a t i v e a r e a l sampling 

of w e l l s , and we also wanted t o d r i l l w e l l s t h a t gave us 

the best o p p o r t u n i t y of being economic. 

Q. Would these t h a t are a c t u a l l y d r i l l e d , then, 

represent the best of the 2 0? 

A. No, we made some adjustments when we r e a l i z e d we 
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weren't going t o d r i l l a l l 20, so t h a t we would get good 

a r e a l coverage. 

Q. Which ones were adjusted t o give you a r e a l 

coverage, as opposed t o your best o p p o r t u n i t y ? 

A. I don't remember t h a t . I don't have t h a t w i t h 

me. 

Q. As you d r i l l e d the a d d i t i o n a l Phase I I i n f i l l 

w e l l s , g e o l o g i c a l l y , d i d you see anything d i f f e r e n t than 

what was t e s t i f i e d t o by Ms. Fly and Ms. Bence as t o t h e i r 

g e o l ogic conclusions i n the p r i o r two hearings? 

A. Oh, I t h i n k t h a t we were o p t i m i s t i c on some of 

our c a l c u l a t i o n s and our i n t e r p r e t a t i o n s of the r e s e r v o i r . 

Q. I s t h e r e a change between the Phase I area and 

the Phase I I i n terms of thickness of r e s e r v o i r ? 

A. I don't know. I don't t h i n k so. I mean, t h e r e 

are v a r i a t i o n s throughout the f i e l d . I don't t h i n k t h a t — 

I'm not sure t h a t the Phase I area was the t h i c k e s t p a r t of 

the f i e l d . I don't know the answer t o t h a t . 

Q. Then what, by your d e f i n i t i o n , made i t one of the 

b e t t e r areas? 

A. S t r i c t l y based on cumulative p r o d u c t i o n of 

e x i s t i n g w e l l s . Some of the best producing w e l l s are i n 

t h a t township. 

Q. And your a n a l y s i s onto the bubble map was t o f i n d 

i n f i l l l o c a t i o n s t h a t were outside the h y p o t h e t i c a l 
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drainage c i r c l e s of the e x i s t i n g wells? 

A. Yes. 

Q. And based upon t h a t work, you have found t h a t not 

t o be a r e l i a b l e methodology? 

A. Oh, I t h i n k i t ' s allowed us t o d r i l l some very 

successful w e l l s . I would disagree t h a t i t ' s not r e l i a b l e . 

I don't t h i n k i t ' s p e r f e c t . 

Q. My d e f i n i t i o n of " r e l i a b l e " was the f a c t t h a t i n 

each instance, you thought you would be d r i l l i n g an i n f i l l 

w e l l t h a t would be outside the drainage e f f e c t of e x i s t i n g 

w e l l s by your bubble map, and yet when you complete the 

i n f i l l w e l l , i t ' s a t less than v i r g i n pressure. So i t has 

been, i n f a c t , drained by e x i s t i n g wells? 

A. I t ' s been p a r t i a l l y depleted by o f f s e t w e l l s , 

yes. 

Q. Have you gone through a method by which you can 

analyze as an engineer a more r e f i n e d method o f drainage, 

other than using the bubble map? 

A. We have not developed a b e t t e r t o o l than t h a t . 

Q. I n d r i l l i n g the Phase I I i n f i l l w e l l s , d i d you 

f i n d any geologic evidence t h a t ' s c o n t r a r y t o t h e g e o l o g i c 

conclusions made by Ms. Fly and Ms. Bence i n t h e i r p r i o r 

testimony? 

A. I don't b e l i e v e so. 

Q. When we look a t the performance o f these i n f i l l 
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w e l l s — or l e t me — S t r i k e t h a t . 

When we look at the sig n a t u r e of a t y p i c a l 

e x i s t i n g w e l l i n t h i s h y p e r b o l i c performance p r o f i l e , can 

you c h a r a c t e r i z e what p o r t i o n of i t s u l t i m a t e gas reserves 

are recovered i n the f i r s t 18 months or two years of 

performance? 

A. I ' d have t o c a l c u l a t e t h a t . I don't know what 

t h a t i s . 

Q. You wouldn't know whether i t was 5 0 percent or 7 5 

percent of the w e l l ? 

A. I wouldn't know. 

Q. When you look a t pressure i n a l l these packages 

of sands, your shallowest sand i s what? About 2000 f e e t ? 

A. I'm not aware of any t h a t shallow. Now, i n 

general, i t ' s shallower i n the West Pecos Slope, and i t 

dips s t e a d i l y t o the east southeast. 

Q. A l l r i g h t . Let's do the 6 South, 2 5 East. 

A. Okay. 

Q. What's the shallow zone? 

A. I b e l i e v e the shallow zone t h e r e i s approximately 

3600 f e e t . 

Q. And by the time we get t o the deepest zone i n 

t h a t area, where are we working? 

A. 3900, I t h i n k , 3900. 

Q. But you're coming i n w i t h — The r e s e r v o i r 
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pressure, the i n i t i a l r e s e r v o i r pressure of 1125, was 

e s t a b l i s h e d w i t h what well? Do you remember? 

A. As I r e c a l l , i t was e s t a b l i s h e d i n a l o t of 

w e l l s — 

Q. Okay. 

A. — e a r l y i n the d r i l l i n g and the development of 

the f i e l d . 

Q. So no f l a w i n what we are working w i t h as t h e 

i n i t i a l r e s e r v o i r pressure? 

A. I've j u s t read the l i t e r a t u r e and looked through 

the w e l l f i l e s , and i t seems t o be p r e t t y w e l l accepted. 

Q. A l l r i g h t . So there's no f l a w w i t h accepting 

t h a t number as the r i g h t number? 

A. Not i n my mind, no, s i r . 

Q. A l l r i g h t . Do you see any pressure d i f f e r e n c e as 

we move v e r t i c a l l y i n these wells? 

A. I'm not aware of any pressure t e s t i n g we've done 

of i n d i v i d u a l zones i n a given w e l l . 

Q. So you wouldn't know whether or not t h e r e i s a 

pressure d i f f e r e n t i a l w i t h i n the sand packages t h a t ' s 

d i f f e r e n t from another sand package? 

A. I would expect t h a t they do vary, but we have not 

measured i n d i v i d u a l pressures. 

Q. What's the c r i t e r i a by — which Yates i s u s i n g t o 

support i t s statement t h a t t h e r e are 2 00 p o t e n t i a l 
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o p p o r t u n i t i e s f o r i n f i l l l o c a t i o n s out of the thousand 

well s ? 

A. Really, t h a t ' s 200 w e l l s out of 600 Yates w e l l s . 

Q. Okay. 

A. And t h a t i s s t r i c t l y an estimate. We — The 

p i l o t area i s the extent of the d e t a i l e d a n a l y s i s t h a t 

we've done. We have not mapped the other p a r t s of the 

f i e l d y e t , j u s t because of the number of w e l l s and — the 

work t h a t t h a t e n t a i l s has not been done y e t . 

So i t ' s almost a s t a t i s t i c a l estimate of how many 

w e l l s we have i n other p a r t s of the f i e l d , compared t o how 

many w e l l s we expect t o be able t o d r i l l i n t h i s p i l o t 

area. I t ' s j u s t an estimate t h a t I came up w i t h . 

Q. A l l r i g h t . I was t r y i n g t o understand what the 

basis was f o r the 200. 

A. Not a c a l c u l a t e d number, j u s t an estimate. 

Q. A l l r i g h t , s i r . Have you attempted t o analyze 

the r e s e r v o i r performance by computer s i m u l a t i o n of the 

r e s e r v o i r ? 

A. I have not done t h a t . 

Q. Has anyone w i t h i n Yates attempted t o do t h a t ? 

A. As p a r t of the Phase I I e v a l u a t i o n , another 

engineer i n the company d i d do some computer s i m u l a t i o n s , 

t r y i n g t o c a l c u l a t e drainage areas w i t h a d i f f e r e n t method. 

What we found was t h a t the r e s u l t s i n general were very 
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s i m i l a r t o the method t h a t I've presented here, i n hearing. 

Q. Well, t h a t method has the same i n h e r e n t f l a w , 

whether i t ' s done by you or s i m u l a t i o n , i n t h a t i t ' s 

p r e d i c a t e d on the geologic i n t e r p r e t a t i o n as t o t h e s i z e 

and shape of a l l these — 

A. Yeah. 

Q. — m u l t i p l e pays? 

A. I t draws c i r c l e s too — 

Q. Yeah, t h a t ' s r i g h t . 

A. — and we know t h a t the c i r c l e s a r e n ' t e x a c t l y 

r i g h t . 

Q. A l l r i g h t . So the computer i s n ' t going t o help 

us f i g u r e t h i s out? 

A. We found t h a t i t d i d n ' t g i v e us a b e t t e r answer. 

Q. A l l r i g h t . As p a r t of the Phase I I program, d i d 

you do any type of advanced or s o p h i s t i c a t e d r e s e r v o i r 

engineering t e s t i n g of any of the wells? P r o p r i e t a r y 

i n f o r m a t i o n ? 

A. No, a l l the t e s t i n g we d i d was standard. Flow 

t e s t i n g , bottomhole pressure b u i l d u p . 

Q. Okay, and they were a l l done w i t h i n w e l l b o r e s 

t h a t were completed i n such a f a s h i o n t h a t they were 

accessing the mult i p l e - s a n d packages w i t h i n t h a t wellbore? 

A. That's r i g h t , every w e l l was completed i n a l l the 

pay sands before any pressure t e s t i n g or f l o w t e s t i n g was 
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done. 

Q. So none of those Phase I or Phase I I p i l o t i n f i l l 

w e l l s was used as a science p r o j e c t , i f you w i l l , t o 

i n d i v i d u a l l y t e s t pressures of any of the sands? 

A. We have not t r i e d t o do t h a t . 

Q. A l l r i g h t . Did you attempt t o run any k i n d of 

pressure i n t e r f e r e n c e t e s t s w i t h the i n f i l l w e l l or 

e x i s t i n g o f f s e t t i n g w e l l s i n some combination? 

A. No. 

Q. You provided some geologic isopachs, Mr. 

S t a l l i n g s , and you made a comment I want t o make sure I 

understand. 

This represents Ms. Bence's p r e s e n t a t i o n i n March 

of 1994, but I thought you said i t had been updated w i t h 

the Phase I I i n f i l l w e l l s . Did you say t h a t ? 

A. For the Phase I I maps, t h a t ' s c o r r e c t . 

Q. I n what way are the maps modified? 

A. They've been recontoured — Well, the new w e l l 

has been posted and the values f o r sand t h i c k n e s s of t h a t 

zone have been posted by t h a t w e l l , and the isopachs have 

been recontoured t o honor t h a t data p o i n t . 

Q. Okay. So when I look a t the isopach e x h i b i t s 

you've given today, they i n f a c t have put t h i c k n e s s values 

i n t h i s d i s p l a y f o r the i n f i l l w ells? 

A. Yes. 
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Q. And then recontoured? 

A. Yes. 

Q. Let's go t o the summary sheet. There's a 

t a b u l a t i o n , E x h i b i t 14, we have a bunch of data spread out 

here. 

A. Yes. 

Q. A l l r i g h t . I want t o understand how you've 

analyzed t h i s w i t h regards t o a range of pressure 

d i f f e r e n t i a l . 

F i r s t of a l l , when I see i n i t i a l bottomhole 

pressure f o r — w i t h i n t h a t column, i s t h a t t h e same number 

I'm seeing on E x h i b i t Number 15? 

A. I sure hope so. 

Q. A l l r i g h t , and t h a t was — 

A. I t ' s intended t o be, yes, s i r . 

Q. Okay. The l a s t w e l l i n Phase I , i t says the 

Hobbs Federal 3 w e l l , you t o l d me t h a t t h a t was 

unsuccessful, and i t was a t t r i b u t a b l e t o the f a c t t h a t , i n 

your o p i n i o n , i t had been subject t o drainage, as opposed 

t o the Cleo w e l l , the one above i t , which was unsuccessful 

because i t simply d i d n ' t have enough sand. I s t h a t — 

A. Yes. 

Q. — an accurate r e c o l l e c t i o n of what you said? 

A. Yes, s i r . 

Q. A l l r i g h t . What determines whether t h e w e l l i s 
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successful? 

A. I based my statement of successful or 

unsuccessful on what we p r o j e c t t o be the u l t i m a t e recovery 

from t h a t w e l l , i . e . , an economic success. 

Q. A l l r i g h t , so — 

A. I t w i l l recover more than 400 m i l l i o n cubic f e e t . 

Q. I j u s t want t o make sure t h a t t h a t ' s how you d i d 

i t . A success, by d e f i n i t i o n , then, i s a w e l l t h a t ' s going 

t o recover more than the 400,000? 

A. (Nods) 

Q. A l l r i g h t . When we look a t the Hobbs Federal 3 

w e l l , t h e r e i s a pressure d i f f e r e n t i a l between i t s i n i t i a l 

bottomhole pressure and the average of the o f f s e t s by — 

oh, I don't know, 2 30 pounds. Apparently t h a t ' s not enough 

pressure d i f f e r e n t i a l between the i n i t i a l — the i n f i l l 

w e l l and the o f f s e t w e l l s whereby you consider t h a t t o be 

unique? 

A. Well, i t ' s not enough t o make 400 m i l l i o n cubic 
i 

f e e t . We've estimated the reserves t h e r e a t 9 0 m i l l i o n 

1 

cubic f e e t . j 

Q. Am I reading more i n t o the d i s p l a y than you | 

intended? 

A. Well, I don't know. My i n t e n t i o n was t o say t h a t j 

t h a t w e l l was unsuccessful because i t s u l t i m a t e recovery i s 

going t o be less than 400 m i l l i o n cubic f e e t , and — 
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Q. A l l r i g h t . On one of these maps you're drawing a 

comparison between the bottomhole pressure of the i n f i l l 

w e l l and the o f f s e t w e l l s . 

A. I t h i n k t h a t p r i m a r i l y t h i s w e l l , t h e Hobbs Fed 

Number 3, the sand thickness i n t h a t w e l l i s s i m i l a r t o t h e 

o f f s e t w e l l s . The o f f s e t w e l l s have produced more than 400 

m i l l i o n cubic f e e t . Therefore, i f we would have 

encountered the Hobbs Fed Number 3 a t higher r e s e r v o i r 

pressure, i t very w e l l could have been an economic w e l l . 

Q. A l l r i g h t , l e t me make sure I'm not 

misunderstanding. 

Are you contending t h a t you can look a t t h e 

average bottomhole pressure of the o f f s e t , get t h a t number, 

and read over and f i n d the i n i t i a l bottomhole pressure of 

the i n f i l l w e l l , and because there's a range of d i f f e r e n c e , 

thereby conclude t h a t the reserves f o r the i n f i l l w e l l are 

going t o be new reserves? I'm not analyzing i t r i g h t , 

then? 

A. Well, I t h i n k t h a t most of the reserves t h a t any 

of these i n f i l l w e l l s i s going t o produce — can't q u a n t i f y 

i t . I t h i n k a vast m a j o r i t y of those reserves are going t o 

be new reserves. Because w i t h o f f s e t s , i n the case of t h e 

Hobbs 3, o f f s e t w e l l s producing 70 MCF per day, we j u s t — 

on t h e i r c u r r e n t d e c l i n e r a t e , i f t h a t ' s 12 percent — I 

don't remember i n t h i s case — we j u s t can't put very much 
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gas t o recover from those w e l l s . 

Q. I n terms of your EUR you're c a l c u l a t i n g based 

upon d e c l i n e curve, what are you using f o r an abandonment 

pressure? 

A. Generally we use — I t says on t h i s sheet t h a t 

you handed me, the drainage c a l c u l a t i o n s , the abandonment 

pressure i s 200 pounds, as a general r u l e . That was a 

f i e l d w i d e assumption t h a t I made. 

Q. Yes, s i r . And are you c o n t i n u i n g t o make t h a t 

same assumption? 

A. For purposes of the bubble map — 

Q. Yes, s i r . 

A. — t h a t i s the way I c a l c u l a t e d the drainage 

areas. 

Q. For purposes of the EUR based upon de c l i n e - c u r v e 

a n a l y s i s f o r the volumes represented on E x h i b i t 17, I t h i n k 

i t was, 15 — 

A. Yeah, those are based on p r o d u c t i o n r a t e d e c l i n e . 

Q. Yeah — 

A. And so there r e a l l y i s no pressure i n t h a t — 

I t ' s a r a t e , economic l i m i t of 15 MCF per day, 

approximately. 

Q. What's the abandonment rate? 

A. About 15 MCF per day, I b e l i e v e , i s what I used. 

Q. Yates c o n t r o l s the ga t h e r i n g system f o r l o t s of 
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these w e l l s , doesn't i t , i n t h i s pool? 

A. Yes. 

Q. Are you able t o handle the p i p e l i n e g a t h e r i n g 

pressure and t o use t h a t as an abandonment ra t e ? 

I d i d n ' t say t h a t very w e l l . Do you understand 

what I'm asking you? 

A. No. 

Q. Okay. Because you have the a b i l i t y t o gather the 

gas, can you also gather i t i n such a f a s h i o n t h a t you're 

c o n t r o l l i n g the pressure d i f f e r e n t i a l i n the p i p e l i n e so 

t h a t the u l t i m a t e r a t e a t abandonment f o r t h e w e l l can be 

15 MCF a day? 

A. Well, i t appears t h a t 15 MCF per day i s 

e x t r a p o l a t e d , based on the c u r r e n t system pressure — 

Q. Okay. 

A. — of the g a t h e r i n g system. And so I guess you 

could — you know, i f you — Someday t h e r e may be p o t e n t i a l 

t o lower the system ga t h e r i n g pressure and get incremental 

reserves t h a t — get incremental reserves by l o w e r i n g the 

system pressure. That's not been accounted f o r i n these 

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

Q. You've answered my question, i s t h a t we have the 

a b i l i t y and, i n f a c t , you have c a l c u l a t e d based upon a 

r a t h e r small abandonment r a t e . 

A. Yes. 
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Q. So we don't have t o worry about t h a t changing? 

A. I t can't change very much. That's p r e t t y low. 

Q. When you look a t E x h i b i t 14, t h i s spreadsheet, 

we're seeing examples i n the Phase I and Phase I I on 

i n i t i a l bottomhole pressure. I n a l l — Perhaps Thorpe i s 

an exception, but Thorpe and Paulet t e a t l e a s t had r a t e s 

t h a t had somewhat depleted by something, r i g h t ? 

A. Yes. 

Q. And i n Pau l e t t e w i t h a higher r a t e , we simply 

have not enough sand, apparently, and i t ' s not going t o be 

a successful well? 

A. Yes, s i r . 

Q. A l l r i g h t . I n terms of making comparisons f o r 

r a t e s of the o f f s e t as t o the i n f i l l w e l l — 

A. Uh-huh. 

Q. — have you looked t o see i f the o f f s e t t i n g w e l l s 

d u r i n g the time you've averaged t h e i r r a t e were producing 

a g a i n s t a p i p e l i n e pressure t h a t was the same as the 

p i p e l i n e pressure used f o r the i n f i l l w e l l when you took 

t h a t r ate? 

A. I d i d n ' t look a t t h a t . I don't t h i n k — I'm not 

aware t h a t the system pressure v a r i e s g r e a t l y , so I assumed 

a c o n s i s t e n t system pressure. 

Q. So t h a t we don't have t o worry about t h a t k i n d of 

t h i n g , fudging the numbers? We shouldn't? 
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A. No. I've not heard my management mention wanting 

t o d r i l l those w e l l s . I assume t h a t ' s because of 

unacceptably low gas p r i c e s f o r a d r i l l i n g p r o j e c t . 

Q. I s t h a t going t o be unique t o Yates, or i s t h a t 

going t o be an issue f o r a l l operators i n t h e poo l i n terms 

of going forward w i t h i n f i l l d r i l l i n g ? They're a l l going 

t o be exposed t o the same k i n d of market c o n d i t i o n s , I 

would t h i n k ? 

A. I t h i n k so. 

Q. There's nothing unique about your o p e r a t i o n s t h a t 

make p r i c e c o n s t r a i n t s on you f o r d r i l l i n g any d i f f e r e n t 

than p r i c e c o n s t r a i n t s on other operators t o i n i t i a t e t h e 

i n f i l l p r o j e c t ? 

A. Not t h a t I'm aware of. 

MR. KELLAHIN: Thank you, Mr. Examiner. 

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

Mr. Carr, r e d i r e c t ? 

MR. CARR: Yes, s i r . 

REDIRECT EXAMINATION 

BY MR. CARR: 

Q. Mr. S t a l l i n g s , Yates has been working w i t h the 

i n f i l l p r o j e c t now f o r two years, c o r r e c t ? 

A. Yes, s i r . 

Q. And du r i n g t h a t two years, t h e r e has been a 

de c l i n e i n the gas market; i s t h a t not c o r r e c t ? 
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A. Not i n t e n t i o n a l l y . I don't t h i n k — I don't 

t h i n k t h a t there's a wide v a r i a t i o n . 

Q. Okay. I n terms of a l l of the Phase I and Phase 

I I i n f i l l w e l l s , the logs f o r those w e l l s , are they on f i l e 

w i t h the OCD? 

A. They should be. I f they're not, w e ' l l 

c e r t a i n l y — w e ' l l get them on f i l e . 

Q. What I'm lo o k i n g f o r i s the o p p o r t u n i t y t o — 

A. Yeah. 

Q. — t o have a t h i r d p a r t y look a t the footage 

c a l c u l a t i o n s so we can — 

A. My i n t e n t i o n i s t o have released them. 

Q. A l l r i g h t . 

A. Sure. 

Q. So t h a t ' s not a problem? 

A. I f you can't f i n d them, c a l l me. 

Q. Yeah. And i f I understood, you're not using a 

p o r o s i t y c u t o f f . And, i n f a c t , t h e r e was a c r o s s - p l o t 

a n a l y s i s and there was no c u t o f f a t t r i b u t e d there? 

A. Right. 

Q. A l l r i g h t . I wanted t o make sure t h a t my 

g e o l o g i s t i s using the same method t h a t you used. 

T e l l me one more time, Mr. S t a l l i n g s , what's the 

p l a n , i f t h e r e i s a plan, on the remaining nine i n f i l l 

w e l l s ? I s there any schedule t o get those d r i l l e d ? 
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A. I n general, yes. 

Q. And the e f f o r t t h a t you i n i t i a t e d back two years 

ago i s not as f a r along as you had a n t i c i p a t e d ; i s n ' t t h a t 

a l s o f a i r t o say? 

A. That's t r u e . 

Q. You have been l o o k i n g a t the Abo f o r m a t i o n . I s 

i t f a i r t o c h a r a c t e r i z e t h a t as a mature r e s e r v o i r ? 

A. Yes. 

Q. We are l o o k i n g a t a r e s e r v o i r where most of the 

160-acre spacing u n i t s and the b e t t e r p a r t s of t h e f i e l d s 

have been developed, have they not? 

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

Q. And what we're l o o k i n g a t now are w e l l s , the 

e x i s t i n g w e l l s , t h a t , i f you look down the road, are only 

going t o d r a i n a small area i n a d d i t i o n t o what's already 

been drained; i s n ' t t h a t true? 

A. Yes. 

Q. We're t a l k i n g about a h i g h l y complex r e s e r v o i r , 

are we not? 

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

Q. A number of channels, and t r a c t by t r a c t they 

vary; i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. And no matter how long we study i t , we're always 

going t o be able t o f i n d a t r a c t where t h e r e ' s something 
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new or something d i f f e r e n t ; i s n ' t t h a t also a f a i r 

c h a r a c t e r i z a t i o n ? 

A. Yes. 

Q. Haven't you been attempting t o come up w i t h a 

proposal whereby r u l e s can match the f l e x i b i l i t y of the 

r e s e r v o i r ? 

A. Yes. 

Q. And i s t h a t what you b e l i e v e you have done? 

A. Yes. 

Q. When we look a t p o r t i o n s of t h i s f i e l d where we 

have developed bubble maps t h a t are i n gross, can t h a t 

p o s s i b l y be an accurate i n t e r p r e t a t i o n of what i s i n f a c t 

being drained? 

A. We know i t has l i m i t a t i o n s . I t ' s the best 

balance we've had between p r a c t i c a l i t y and p r e c i s i o n . 

Q. Some sands may have been depleted i n the area, 

some — when you go out and d r i l l an i n f i l l w e l l , some may 

no t ; i s n ' t t h a t r i g h t ? 

A. Yeah. I mean, the data shows t h a t i t ' s not 

f o o l p r o o f . 

Q. And so there's nothing, i n f a c t , t h a t you can do 

t o a c c u r a t e l y determine t r a c t by t r a c t e x a c t l y what has 

been drai n e d ; i s n ' t t h a t f a i r t o say? 

A. At t h i s time, we cannot a c c u r a t e l y — we would 

l i k e t o be able t o do t h a t . 
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Q. With a l l these doubts, though, i s t h e r e any doubt 

i n your mind t h a t t h e r e are reserves t h a t are being l e f t 

behind i f a d d i t i o n a l w e l l s are not d r i l l e d ? 

A. No doubt. 

Q. When we look a t the Catterson w e l l , do you know 

whether or not t h a t w e l l has been choked back since i t was 

i n i t i a l l y produced or i n i t i a l l y tested? 

A. I know t h a t i n general i t has been choked back. 

S p e c i f i c a l l y how many days, I can't r e a l l y r e c a l l . 

Q. Catterson w e l l , you t e s t i f i e d , you b e l i e v e would 

be d r a i n i n g outside the e x i s t i n g spacing u n i t , d i d you not? 

A. I sa i d t h a t , based on t h a t p i c t u r e , i t seemed 

p r e t t y obvious. 

Q. Do you have any doubt t h a t the Catterson w e l l i s , 

i n f a c t , necessary i f those reserves under t h a t t r a c t are 

u l t i m a t e l y t o be recovered i n a t i m e l y and economic 

fashion? 

A. No, I t h i n k t h a t i t i s necessary. 

Q. So what — The w e l l i s a necessary w e l l , i f we're 

going t o produce the reserves i n t h i s r e s e r v o i r ? 

A. For Yates t o recover the gas under our lease, 

yes, s i r . 

Q. And what i n f a c t you're seeking here w i t h these 

r u l e s i s an o p p o r t u n i t y f o r you t o go out and d r i l l 

a d d i t i o n a l w e l l s so t h a t you're not l e a v i n g p r o d u c t i o n 
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behind; i s n ' t t h a t f a i r ? 

A. Yes. 

Q. And don't you also, by proposing these r u l e s , 

a f f o r d t o each and every other operator i n the pool the 

very same o p p o r t u n i t y t o go out and d r i l l w e l l s and develop 

t h e i r reserves? 

A. Yes. 

Q. And i s n ' t i t t r u e t h a t we could study t h i s 

r e s e r v o i r f o r e v e r and never be i n a p o s i t i o n where we could 

a c c u r a t e l y develop r u l e s t h a t would apply t o every s i n g l e 

t r a c t ? 

A. I t h i n k t h a t ' s t r u e . 

Q. Even i f you stu d i e d every s i n g l e t r a c t , you 

r e a l l y don't know, due t o the nature of the r e s e r v o i r , what 

you've got under i t ? 

A. That's r i g h t . 

Q. Do you have any doubt whatsoever t h a t i f these 

r u l e s are adopted and i n f i l l d r i l l i n g i s p e r m i t t e d , t h a t 

u l t i m a t e l y t h e r e w i l l be. an increased recovery from the 

Pecos Slope-Abo Pool? 

A. I have no doubt, t h a t ' s t r u e . 

Q. Do you have the same confidence t h a t t h e r e w i l l 

be a d d i t i o n a l reserves recovered from the South Pecos 

Slope-Abo Pool? 

A. Yes. 
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Q. Do you have any doubt t h a t t h e r e could be 

a d d i t i o n a l reserves recovered from the West Pecos Slope-Abo 

Pool? 

A. No, there c e r t a i n l y could be a d d i t i o n a l reserves 

recovered t h e r e too. 

Q. Now, you haven't conducted a study of West Pecos 

Slope, have you? 

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

Q. But even i f you were t o perform t h a t study, do 

you have any doubt t h a t your — what you'd be recommending 

would be any d i f f e r e n t ? That i s , an o p p o r t u n i t y t o d r i l l 

a d d i t i o n a l w e l l s t h a t would meet the c o m p l e x i t i e s of t h e 

formation? 

MR. KELLAHIN: Objection t o the form o f the 

question , Mr. Examiner. That's h i g h l y s p e c u l a t i v e , 

p a r t i c u l a r l y of a witness who has admitted t h a t he has not 

st u d i e d the po o l . How could he p o s s i b l y answer t h a t 

question? 

EXAMINER STOGNER: Do you want t o reform your 

q u e s t i o n , Mr. Carr? 

Q. (By Mr. Carr) You have s t u d i e d the West Pecos 

Slope-Abo, have you not? 

A. I've looked a t the West Pecos Slope-Abo. 

Q. And when you've looked a t the West Pecos Slope-

Abo, what do you see? 
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A. I see w e l l logs t h a t i n d i c a t e s i m i l a r 

c h a r a c t e r i s t i c s t o w e l l logs t h a t I see i n the Pecos Slope-

Abo. 

Q. Do you f i n d a h i g h l y complex r e s e r v o i r ? 

A. Yes. 

Q. Do you b e l i e v e t h a t a d d i t i o n a l f l e x i b i l i t y t o 

p e r m i t o p t i o n a l w e l l s would be a p p r o p r i a t e i n t h a t f i e l d ? 

A. Yes. 

Q. Do you b e l i e v e i f t h a t i s a u t h o r i z e d , a d d i t i o n a l 

recovery could be obtained therefrom? 

A. I b e l i e v e i t could, yes. 

Q. What do you b e l i e v e could be accomplished by 

coming forward w i t h an a d m i n i s t r a t i v e procedure t h a t would 

r e q u i r e a p p l i c a t i o n s t o be reviewed on a w e l l - b y - w e l l 

b a s i s , f o r i n f i l l d r i l l i n g ? 

A. Like we've recommended? 

Q. Like has been suggested by Mr. K e l l a h i n . Do you 

see an increase i n a d m i n i s t r a t i v e burden? 

A. C e r t a i n l y . 

Q. Do you see, i n f a c t , t h a t even i f you had 

reviewed these w e l l by w e l l , t h a t you c o u l d n ' t come up w i t h 

the kinds of doubts and questions t h a t have been r a i s e d 

here t h i s afternoon on a poolwide basis? 

A. There's r i s k and u n c e r t a i n t i e s i n every one of 

these w e l l s . 
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Q. Do you bel i e v e t h a t t h a t would be any more 

e f f i c i e n t or r e s u l t i n a — prevent waste of resources any 

b e t t e r than coming forward and adopting r u l e s t h a t would 

l e t the development of t h i s pool f o l l o w t he c h a r a c t e r i s t i c s 

of t h e formation? 

A. No, I t h i n k i t would promote a d m i n i s t r a t i v e 

waste. 

MR. CARR: That's a l l I have, Mr. Stogner. 

EXAMINER STOGNER: Mr. Ke l l a h i n ? 

MR. KELLAHIN: Yes, s i r . 

RECROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. When you cha r a c t e r i z e d , i n response t o Mr. Carr's 

qu e s t i o n , t h a t t h i s i s a mature r e s e r v o i r — 

A. Uh-huh. 

Q. — you t e s t i f i e d back i n August of 1993, and I 

t h i n k you repeated i t again i n March of 1994, t h a t the pool 

i n i t i a l l y commenced development i n the E i g h t i e s ? 

A. Early E i g h t i e s . 

Q. And the p r o j e c t e d l i f e of the pool was 

approximately 15 years, I t h i n k ? 

A. Yes. 

Q. E i g h t i e s plus 15. We're moving i n t o t he l a s t few 

years of t h i s p o o l , are we not? 

A. I t would seem t h a t way. 
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Q. Why couldn't you simply execute your o p p o r t u n i t y 

f o r these a d d i t i o n a l reserves, i f i n f a c t you're c o r r e c t , 

w i t h replacement w e l l s t h a t would replace e x i s t i n g w e l l s 

t h a t are now about t o be abandoned, and thereby not only 

u l t i m a t e l y recover t h i s gas, but do so i n a fa s h i o n t h a t 

doesn't d i s r u p t the method by which i t ' s c u r r e n t l y being 

depleted? 

MR. CARR: Well, I ' d o b j e c t t o the qu e s t i o n i f 

i t ' s suggesting t h a t t h i s witness t e s t i f i e d t h a t these 

w e l l s were about t o be abandoned, because I don't b e l i e v e 

t h a t was h i s testimony. 

Q. (By Mr. K e l l a h i n ) You've agreed t h a t t h i s i s a 

mature r e s e r v o i r ? 

A. Yes. 

Q. A l l r i g h t . What i s wrong w i t h w a i t i n g u n t i l 

these w e l l s are abandoned and r e p l a c i n g the e x i s t i n g w e l l 

w i t h the i n f i l l w e l l w i t h i n t h a t spacing u n i t ? 

A. Well, the main t h i n g I see wrong w i t h t h a t i s 

t h a t — economic o p p o r t u n i t y . We're not ready t o d r i l l now 

because of poor gas p r i c e s . But i f gas p r i c e s improve, my 

company f e e l s l i k e t h i s i s one of the best prospects we 

have f o r adding gas reserves t o our company's base. 

Q. How many u n d r i l l e d 160-acre spacing u n i t s are 

l e f t i n the pool? 

A. I'm not aware of any t h a t are p r o s p e c t i v e t o us. | 
I 
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There are some i n the l i m i t s , but — 

Q. I'm j u s t l o o k i n g a t the pool map, and t h e r e 

appears t o be an easy way t o i d e n t i f y those — 

A. Yeah, we could count them. I don't know how many 

th e r e are. A l o t of times there's not a w e l l t h e r e because 

the maps say there's no sand t h e r e . 

Q. Let's go back t o E x h i b i t s 17 and 14, and l e t ' s 

look a t the Crandall example. 

On E x h i b i t 17, the Crandall w e l l appears i n 7 

South, 26 East. I t ' s up i n Section Number 6. I t s spacing 

u n i t i s the northeast q u a r t e r . 

The Crandall w e l l , by your c a l c u l a t i o n , has t o t a l 

reserves of 652. The o f f s e t e x i s t i n g w e l l s have 3 08. Are 

you w i t h me? 

A. Yes. 

Q. When we look a t the reserves f o r t h e Cr a n d a l l 

w e l l , i s i t your c o n t e n t i o n t h a t the 652 now represents 

100-percent new reserves? 

A. I wouldn't say 100 percent. I would say t h a t i t 

i s a vast m a j o r i t y of the reserves t h a t w i l l recover or 

new, i s what I b e l i e v e , and t h a t the percentage of t h a t 

we're not able t o acc u r a t e l y c a l c u l a t e . 

Q. And t h a t ' s t r u e of a l l these. We cannot, by your 

a n a l y s i s thus f a r , determine the volume of new reserves 

a t t r i b u t a b l e t o the i n f i l l wells? You can't g i v e me a 
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number, can you? 

A. No. 

Q. When you look a t E x h i b i t 14 and you f i n d on the 

spreadsheet below Phase I I the en t r y which i s the f i f t h one 

down, we f i n d the Crandall w e l l . 

A. Uh-huh. 

Q. And we read over and we f i n d i t s i n i t i a l 

bottomhole pressure t o be 773 pounds. I t ' s 400 pounds l e s s 

than o r i g i n a l v i r g i n pressure, i s n ' t i t ? 

A. Yes. 

Q. That w e l l has already experienced d e p l e t i o n by 

o f f s e t t i n g w e l l s , hasn't, i t ? 

A. I t has — Yes. 

Q. And the r e i s no method by which you can provide 

us today, a t t h i s hearing, what extent of drainage w i l l 

continue t o occur w i t h regards t o t h a t w e l l and i t s 

o f f s e t s ? 

A. That's r i g h t . 

MR. KELLAHIN: No f u r t h e r questions. 

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

Mr. Carr? 

MR. CARR: No f u r t h e r questions. 

EXAMINER STOGNER: Let's take a ten-minute 

recess. 

(Thereupon, a recess was taken a t 2:02 p.m.) 
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(The f o l l o w i n g proceedings had a t 2:12 p.m.) 

EXAMINER STOGNER: Hearing w i l l come t o order. 

I know I've already asked, but Mr. Carr, i s t h e r e 

any r e d i r e c t of t h i s witness? 

MR. CARR: No r e d i r e c t a t t h i s time. 

EXAMINER STOGNER: Mr. Kel l a h i n ? 

MR. KELLAHIN: Nothing f u r t h e r . 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. S t a l l i n g s , going back t o the p r o r a t i o n i n g 

issue, because I d i d want t o touch on t h a t a l i t t l e b i t 

more, some of the reasons f o r p r o r a t i o n i n g i s nonstandard 

u n i t s , i . e . , the Jalmat and the Eumont i s a good example, 

over i n Lea County. 

I s t h a t a p o t e n t i a l , or do you know of any 80-

acre p r o r a t i o n u n i t s or any sections t h a t would lend i t s e l f 

t o i n t e r f e r i n g w i t h the development or the n a t u r a l order of 

the 160 out here? 

A. I'm not aware of any. 

Q. Okay. Then of course there's the w e l l l o c a t i o n s 

i n m u l t i - w e l l u n i t s , i s always an issue, l i k e t he Basin-

Dakota and Blanco-Mesaverde up i n the southeast and o f 

course, t h e r e again, the Eumont and the Jalmat, i n which a 

p r o r a t i o n u n i t i s given the allo w a b l e , and then t h e number 

of w e l l s produce i t i n p r o p o r t i o n t o t h a t . 
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Other than the i n f i l l d r i l l i n g , have you had an 

o p p o r t u n i t y t o see — Because I b e l i e v e h i s t o r i c a l l y t h e r e 

are a few p r o r a t i o n u n i t s out here t h a t have more than one 

w e l l on them; i s t h a t c o r r e c t ? 

A. I can't t h i n k of any before the i n f i l l p i l o t 

w e l l s , where the f i r s t w e l l was not abandoned p r i o r t o the 

second w e l l i n the p r o r a t i o n u n i t . 

Q. Okay. I n your E x h i b i t Number — oh, 17 — the 

w e l l symbols, are they accurate and up t o date as f a r as 

showing a c t i v e w e l l s and plugged and abandoned w e l l s ? 

A. According t o our database, I t h i n k they g e n e r a l l y 

are, yes. 

Q. Okay. I f you look over i n Section 2 0 of 6 South, 

25 East — 

A. Uh-huh. 

Q. — how many w e l l s you've got p l a t t e d — p l o t t e d 

there? 

A. You're r i g h t . 

Q. Okay. And there's a weird phenomenon to o , over 

i n 6 South 22 East. I'm r e f e r r i n g now t o E x h i b i t Number 3. 

I f you look over i n the n o r t h h a l f of Section 23 — t h a t ' s 

the east h a l f of Section 23 of 6 South, 22 East — i t 

should be two 160-acre u n i t s put t o g e t h e r . I count f o u r 

w e l l s i n t h e r e , t o t a l . That would mean t h a t each one of 

those p r o r a t i o n u n i t s , i f the symbols are c o r r e c t — That's 
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Section 23 of 6 South, 22 East, the east h a l f . 

A. E i t h e r the w e l l symbols are i n c o r r e c t o r , i n 

f a c t , t h e r e are two w e l l s on t h a t spacing u n i t . I'm not 

sure i n t h a t p a r t i c u l a r case what the s i t u a t i o n i s . 

Q. You had given an example e a r l i e r of f o u r w e l l s 

bunched up together and t h a t you f e l t t h a t t h e r e wasn't any 

i n t e r f e r e n c e t h a t you had n o t i c e d i n the study of those 

w e l l s or those areas; am I c o r r e c t ? 

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

Q. Did you take the o p p o r t u n i t y t o go i n t o the West 

Pecos Slope-Abo and when you were l o o k i n g a t your proposal 

and f i n d an example t h e r e , l i k e i n s e c t i o n 8 of 6 South, 23 

East, where t h e r e were f o u r w e l l s grouped up together? 

A. I have not looked i n any d e t a i l a t t h e West Pecos 

Slope-Abo. 

Q. Okay. 

A. My d e t a i l e d study was confined t o the p i l o t area. 

Q. Other than the case t h a t i s pending i n 11,283, I 

b e l i e v e , and 11,355, are you aware of any other unorthodox 

l o c a t i o n s t h a t have become an issue i n any of these pools, 

where t h e r e was some objection? 

A. I'm not sure what those case numbers r e f e r t o . 

Q. Oh, i t ' s one t h a t ' s pending between Tide West and 

Yates Petroleum — 

A. Oh, okay, the — 
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Q. — t h a t was heard back — 

A. I b e l i e v e t h a t ' s the Catterson Number 7 w e l l . 

Q. Yes. 

A. I don't know of any others t h a t are i n issue. 

Q. But you had mentioned e a r l i e r t h a t the present 

w e l l - l o c a t i o n requirements, 660, 330 from the i n t e r n - — or 

660 from the outer boundary and 33 0 from the i n n e r 

boundary, should be abided by. 

A. That's our recommendation, yes. 

Q. And how about i f t h a t i s breached? Do you have 

any f e e l i n g on t h a t , and which — 

A. Well, I t h i n k t h a t normal — the e x i s t i n g r u l e s 

whereby you apply f o r an unorthodox l o c a t i o n , we'd 

recommend t h a t t h a t procedure continue i n place. 

Q. Even f o r the i n f i l l w ell? 

A. Yes. 

Q. Okay. Now, how about the gas m a r k e t a b i l i t y — 

the gas m a r k e t a b i l i t y of the p r o d u c t i o n out here? I s a l l 

the gas t h a t can be produced from a w e l l being taken? 

A. I t h i n k so. I'm not an expert on the marketing 

out here. I b e l i e v e t h a t there's o p p o r t u n i t y t o s e l l a l l 

the gas t h a t you can produce. 

Q. Do you know how many t r a n s p o r t e r s of gas are i n 

these pools? 

A. No, I don't. 
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Q. I s the r e more than one? 

A. I'm only aware of one. 

Q. And who i s tha t ? 

A. Agave Energy Company. 

Q. I'm s o r r y , who? 

A. Agave. Formerly i t was the Transwestern P i p e l i n e 

System. 

Q. Now, i s t h a t a s u b s i d i a r y of Transwestern, or d i d 

somebody — 

A. No, i t ' s a s u b s i d i a r y of Yates. 

Q. Okay. But t h a t main l i n e feeds i n t o t h e 

Transwestern main system? 

A. I b e l i e v e t h a t ' s the way i t works, yes. 

Q. Okay. Now, does t h a t h o l d t r u e f o r a l l t h r e e 

pools, only Agabe? 

A. Agave — 

Q. Agave. 

A. — which would be -- Yeah. 

I t h i n k so. I'm j u s t not aware of any other 

gatherer out here, but I'm not an expert on t h a t . 

Q. Should a second w e l l — Okay, l e t ' s t a l k about 

m u l t i - w e l l s . Are you suggesting only one a d d i t i o n a l w e l l 

or a m u l t i t u d e of wells? 

A. I haven't seen p o t e n t i a l where I would recommend 

t o my management more than one w e l l on a spacing u n i t . 
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What we're suggesting and what we're recommending f o r pool 

r u l e s i s one a d d i t i o n a l w e l l . 

Q. Okay. And the placement of t h a t w e l l , I t h i n k 

you had covered i t , but I want t o make sure I'm reading i t 

r i g h t . Should t h a t be i n a d i f f e r e n t q u a r t e r - q u a r t e r 

s e c t i o n as the i n i t i a l w e l l , or i s t h a t s t i l l l e f t up t o 

geology? 

A. We would recommend t h a t t h a t f l e x i b i l i t y be 

r e t a i n e d , t h a t i t could be i n any q u a r t e r - q u a r t e r , as long 

as the distance from the boundaries be honored. 

Q. Should there be a minimum requirement on the 

dis t a n c e from wells? 

A. I don't t h i n k so. I t h i n k t h a t t he geology and 

the t e c h n i c a l data would d i c t a t e t h a t , would be our 

recommendation. 

Q. I f the present requirements are f o l l o w e d , and 

t h a t ' s 660 from the outer boundary, then the maximum 

dis t a n c e would be 1320 between wells? 

A. I f the c u r r e n t w e l l i s on a r e g u l a r spacing. I 

guess ther e ' s a diagonal case where i t could be a l i t t l e 

more than t h a t . 

Q. But the bare minimum would be 132 0 i f they were 

side by side w i t h each other? 

A. Yeah, you could move them c l o s e r , you could move 

them more than 660 from the boundary, you could move them 
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c l o s e r together. 

Q. Yeah, but the bare minimum would be 1320 i f you 

abided by the outer boundary rules? 

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

Q. And then c l o s e r i n t e r n a l l y , but you would be on 

the same p r o r a t i o n u n i t , c o r r e c t ? 

A. Yes. 

Q. On your abandonment r a t e s , I b e l i e v e you 

t e s t i f i e d t h a t 15 MCF a day was — 

A. I b e l i e v e t h a t ' s what we used. Yeah, I t h i n k 

t h a t ' s standard, what we used. 

Q. Have you seen any r e l a t i o n s h i p between pressure 

and abandonment rate? 

A. We've c a l c u l a t e d a l l our abandonment — or a l l 

our p r o j e c t i o n s , on the g a t h e r i n g pressure being th e same, 

being the same as i t i s now, and what i t ' s been 

h i s t o r i c a l l y , and so I have not made any r e l a t i o n s h i p 

comparison between those two. 

Q. I know t h i s bubble map was presented showing or 

d e p i c t i n g a t l e a s t — What? Geometrically a drainage r a t e 

or a drainage area? 

A. Area, yeah. 

Q. Have you had any experience or o b s e r v a t i o n w i t h a 

channel sand such as t h i s ? And I b e l i e v e t h e i n i t i a l 

p r o d u c t i o n method i s t o go ahead and run a f r a c ; i s t h a t 
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c o r r e c t ? 

A. Yes, a l l these w e l l have been f r a c 1 d . 

Q. And how has your completion methods been as f a r 

as p e r f o r a t i n g i n t e r v a l s ? Have a l l i n t e r v a l s i n the Abo 

s t r i n g e r s been p e r f o r a t e d , or have you went i n and i s o l a t e d 

c e r t a i n zones? 

A. Our standard technique i s t o p e r f o r a t e every sand 

w i t h a few holes and then f r a c a l l those zones i n one stage 

w i t h one f r a c j o b , using l i m i t e d e n t r y r a t e s s u f f i c i e n t t o 

f r a c each of the sands. 

Q. Now, w i l l each of the sands be f r a c t u r e d — t h i s 

i s r e a l i s t i c a l l y speaking — f r a c t u r e d homogeneously, or 

w i l l one f r a c t u r e , say, be bigger than another because of 

i t s t h i c k n e s s or, say, i t s p e r m e a b i l i t y , p o r o s i t y and — 

Q. We design the f r a c t u r e s t o end up w i t h the same 

f r a c l e n g t h i n each sand. Now, r e a l i s t i c a l l y , t h e r e ' s a 

l o t of u n c e r t a i n t y t o t h a t approach as w e l l . But our 

i n t e n t and our design i s t o end up w i t h a c o n s i s t e n t f r a c 

l e n g t h i n each zone. 

Q. With these sand members i n a channel d e p o s i t i o n , 

does the f r a c s u s u a l l y t r a v e r s e or go i n the same d i r e c t i o n 

of the channel, or do they t r a v e r s e , or does i t make any 

d i f f e r e n c e ? 

A. I bet i t does make some d i f f e r e n c e , and I don't 

have any data — That's something I ' d l i k e t o know, one of 
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the many t h i n g s about t h i s f i e l d t h a t I don't know, j u s t 

what the f r a c o r i e n t a t i o n i s . 

Q. And have you had the o p p o r t u n i t y t o study, say, 

along a channel where th e r e are two w e l l s or two p e r f o r a t e d 

i n t e r v a l s t h a t , say, match up i n the same channel, i f 

you've had i n t e r f e r e n c e or no t i c e d any i n t e r f e r e n c e e i t h e r 

i n p r o d u c t i o n r a t e s or pressures, as opposed t o those t h a t 

would, say, on e i t h e r bank of the o l d channel? 

A. Uh-huh. Like I s a i d , I have not found — and I 

looked f a i r l y e x h a u s t i v e l y i n the Township 6-25, and t h e r e 

I found no evidence of i n t e r f e r e n c e , based on p r o d u c t i o n 

data, and the r e wasn't enough pressure data through time t o 

make an a n a l y s i s . So i n t h a t one area I can say t h a t t h e r e 

was no i n t e r f e r e n c e . 

I n the l a r g e r area I have not looked i n as much 

d e t a i l . 

Q. None a t a l l ? No i n t e r f e r e n c e s a t a l l ? 

A. I found no evidence of i n t e r f e r e n c e i n t h a t 

township. 

Q. But you have found pressure de p l e t i o n s ? 

A. Yes. 

Q. Or — t h a t would i n d i c a t e t h a t t h e r e was — 

A. There's some communication. 

Q. Do you know how many w e l l s t h a t Yates has 

abandoned out here i n the Pecos Slope-Abo Pool, roughly? 
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A. I n the Pecos Slope-Abo Pool, my records show t h a t 

Yates has 470 producing gas w e l l s and t h a t c u r r e n t l y a c t i v e 

we have 454. So we've abandoned — what? Sixteen w e l l s 

out of 470. 

Q. Has t h a t j u s t been r e c e n t l y , or spread out 

between 19 8 0 and — 

A. I t must have been spread out. We've not 

abandoned any r e c e n t l y , t o my knowledge. 

Q. Now, i f I remember your e a r l i e r testimony, the 

Pecos Slope-Abo and the South Pecos Slope-Abo, they do abut 

each o t h e r ; i s t h a t r i g h t ? 

A. Yes. 

Q. But the r e i s several m i l e s ' d i s t a n c e between the 

West Pecos Slope and the Pecos Slope, and what i s the 

b a r r i e r t h e r e t h a t i s separating those two pools? 

A. There i s j u s t an area between the two of poor 

sand development, i s the way i t ' s been described i n the 

l i t e r a t u r e , and t h a t ' s my only e x p l a n a t i o n , i s what I've 

been able t o read and t a l k t o g e o l o g i s t s who have worked 

t h i s area, t h a t roughly f i v e - m i l e s t r i p running n o r t h t o 

south between two f i e l d s i s j u s t a shale s e c t i o n w i t h poor 

sand development. 

EXAMINER STOGNER: Any other questions of t h i s 

witness? 

You may be excused a t t h i s time. 
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Mr. Carr, do you have anything f u r t h e r ? 

MR. CARR: I have j u s t a very b r i e f statement. 

EXAMINER STOGNER: Mr. K e l l a h i n , I suppose you 

have a statement? 

MR. KELLAHIN: I have some p r e l i m i n a r y matters, 

Mr. Examiner — 

EXAMINER STOGNER: Okay. 

MR. KELLAHIN: — and perhaps i t ' s now time t o 

address those. 

F i r s t issue i s , we would request t h a t t h i s matter 

be continued f o r 60 days. I'm renewing my e a r l i e r request, 

f i l e d w i t h the D i v i s i o n . 

The basis i s t o a f f o r d us an o p p o r t u n i t y t o 

examine Mr. S t a l l i n g s ' work product and t o determine what 

p o s i t i o n my c l i e n t s w i l l be t a k i n g w i t h regards t o making 

t h i s A p p l i c a t i o n on a poolwide basis, a v a i l a b l e t o a l l 

operators. We are c u r r e n t l y concerned t h a t t h e r e i s not 

enough data t o support i t . 

I n a d d i t i o n , we are asking the D i v i s i o n t o 

r e q u i r e the Ap p l i c a n t t o provide us the d e c l i n e curves t h a t 

Mr. S t a l l i n g s has f o r a l l the i n f i l l w e l l s , so t h a t we may 

determine and check h i s work product i n s o f a r as i t i s 

r e l e v a n t t o the E x h i b i t 17 which he has in t r o d u c e d , and 

upon which he has c a l c u l a t e d estimated u l t i m a t e reserves 

f o r t he p i l o t w e l l s , the i n f i l l p i l o t w e l l s . And t h a t 
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c e r t a i n l y i s pr e d i c a t e d on the d e c l i n e curves which were 

not introduced and which we t h i n k are an e s s e n t i a l 

component of v a l i d a t i n g the e x h i b i t t h a t has been admitted. 

And those are my p r e l i m i n a r y matters, Mr. 

Examiner. 

EXAMINER STOGNER: As f a r as the d e c l i n e curves 

t h a t you're seeking, would you be s a t i s f i e d w i t h the raw, 

say, p r o d u c t i o n data, and which t h a t data can be 

i n t e r p r e t e d by your c l i e n t s ? 

MR. KELLAHIN: You've asked me a t e c h n i c a l 

q u e s tion t h a t I'm not capable of responding t o . 

I simply need the i n f o r m a t i o n by which I can 

v a l i d a t e h i s reserves. I b e l i e v e he's done i t w i t h a 

d e c l i n e curve. I t h i n k i t w i l l be necessary t o see how he 

has f o r e c a s t the h y p e r b o l i c curve. And so the r e ' s a 

judgment he's made t h a t I need t o see, as opposed t o the 

raw data, which I t h i n k may not serve the purpose of what 

I'm t r y i n g t o accomplish. 

So I t h i n k I would need t o see the d e c l i n e curve, 

but I'm not an engineer and I can't t e l l you. 

EXAMINER STOGNER: Mr. Carr? 

MR. CARR: Well, as t o the d e c l i n e curve, i t 

seems t o us t h a t the ap p r o p r i a t e t h i n g t o do i s t o prov i d e 

the raw data, and Mr. K e l l a h i n ' s engineering experts can 

then i n t e r p r e t i t , and thereby we stay out of what may be 
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p r o p r i e t a r y methods u t i l i z e d by Yates. 

I f t h e r e i s a s u b s t a n t i a l d i f f e r e n c e when they've 

looked a t the data, t h a t i s something t h a t could be 

explored a t another time i f , i n f a c t , t h e r e i s another 

time. 

As t o a continuance, we — I n f a c t , we're opposed 

t o the continuance, and w i t h your permission I would 

address t h a t very b r i e f l y r i g h t now. 

EXAMINER STOGNER: Go ahead and address i t . 

MR. CARR: I n 1993 we came before you i n the f u l l 

l i g h t of O i l Commission hearings, and i n 1994, w i t h n o t i c e 

t o t he i n d u s t r y , we undertook a t our expense t o t r y and 

determine whether or not something b e t t e r had t o be done t o 

develop the remaining reserves i n the Pecos Slope-Abo Pool, 

and a t our expense w i t h f a i r l y s u b s t a n t i a l e f f o r t i n a 

s i t u a t i o n where the gas market has been down and th e 

economic a d v i s a b i l i t y of conducting some of these t h i n g s a t 

t h i s time — or these t e s t s a t t h i s time. 

I n view of a l l of t h a t , we have come forward w i t h 

what we b e l i e v e i s an appropriate p r e s e n t a t i o n t h a t , i n 

f a c t , we b e l i e v e j u s t i f i e s i n f i l l r u l e s t h a t would p r o v i d e 

the f l e x i b i l i t y t o allow operators t o go forward w i t h 

i n f i l l development. 

Now, we can s i t here today and come back i n 60 

days, and then i n 60 days again, and I t h i n k i t ' s very 
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c l e a r t h a t due t o the complex nature of t h i s r e s e r v o i r , 

t h a t t h e r e i s , i n f a c t , never going t o be an end t o the 

kinds of questions t h a t could be r a i s e d , the kinds of 

a d d i t i o n a l data t h a t could be sought. 

But what we've come i n and done i s r e p o r t e d t o 

the D i v i s i o n as the D i v i s i o n t o l d us t o do. You d i r e c t e d 

us t o come back, we have come back. 

We have come back, and we have proposed an 

a d d i t i o n a l o p t i o n a l i n f i l l w e l l on each spacing u n i t . And 

what we've done i s , we've come before you w i t h a proposal 

t h a t we b e l i e v e c l e a r l y addresses the c o m p l e x i t i e s of the 

geology and the formations t h a t we're t a l k i n g about. 

Yes, we haven't s t u d i e d the West Bravo Dome — 

I'm s o r r y , t h a t takes me back t o my other l i f e -- the West 

Pecos Slope-Abo l i k e we have s t u d i e d the Pecos Slope-Abo. 

But I t h i n k we've showed you t h a t the c h a r a c t e r i s t i c s are 

s u f f i c i e n t l y s i m i l a r . 

We're not asking you t o d i r e c t anyone t o spend 

one cent, we're not asking you t o order t h a t an i n f i l l w e l l 

be d r i l l e d . We're simply asking you f o r f l e x i b i l i t y which, 

when we look a t t h i s complex r e s e r v o i r , i s necessary i f 

we're r e a l l y going t o have the o p p o r t u n i t y t o produce the 

remaining reserves t h a t can be economically and e f f i c i e n t l y 

covered from the Abo formation i n t h i s area. 

Lots of t h i n g s aren't c l e a r today, l o t s of t h i n g s 
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won't be clear 60 days from now or probably s i x years from 

now. But one thing i s clear: Without i n f i l l d r i l l i n g , 

reserves w i l l be l e f t i n the ground. And we thi n k the time 

to face that f a c t , t o recognize i t , t o recognize t h a t 

operators need additional f l e x i b i l i t y , i s now, and we ' l l 

oppose a continuance and request that an order be entered 

based on the record made here today. 

I f , i n f a c t , you decide t o continue the case — 

and tha t decision i s c e r t a i n l y yours — we would be opposed 

to providing the decline-curve analysis, as opposed t o the 

raw data on the i n f i l l wells that we have d r i l l e d and 

developed at our expense, t r y i n g t o not only f i g u r e out 

what has to be done with the reservoir but come back and 

s a t i s f y you that we have done and t r i e d t o do what we 

represented we wanted the opportunity t o do i n 1993. 

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

MR. KELLAHIN: Mr. Carr has f a i l e d t o provide you 

an answer t o my request f o r continuance. 

Mr. Sta l l i n g s has said there i s no plan by his 

c l i e n t or his company to complete d r i l l i n g the wells 

already approved. There i s simply nothing that's going t o 

occur i n the next 60 days that's an adverse consequence t o 

Yates or anyone else. I think that a continuance i s 

appropriate. 

The data i s essential. I t ' s highly i r r e g u l a r f o r 
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an a p p l i c a n t t o provide you a summary conclusion i n t h e 

d i s p l a y and then t e l l us a t hearing t h a t the r e s e r v o i r 

engineer has not c a l c u l a t e d the drainage area f o r the 

i n f i l l w e l l s . We need the d e c l i n e curves as he's analyzed 

them so t h a t we can make t h a t c a l c u l a t i o n . 

The p r e s e n t a t i o n i s incomplete, and w i t h o u t t h a t 

i n f o r m a t i o n i t appears t o me t h a t you have no o p p o r t u n i t y 

f o r agreeing w i t h Yates. At t h i s p o i n t the proof of the 

case i s , i t ' s simply unable t o determine whether t h i s i s 

anything more than r a t e a c c e l e r a t i o n , or i n f a c t r e c o v e r i n g 

unique reserves. 

The important issue i s t h a t the o f f s e t operators 

are going t o be compelled on a poolwide basis t o d r i l l 

what, as of t h i s afternoon a t t h r e e o'clock, appears t o be 

unnecessary w e l l s . 

The economic t h r e s h o l d f o r these i n f i l l w e l l s i s 

400,000 MCF of gas. And i f y o u ' l l look a t h i s E x h i b i t 17, 

y o u ' l l f i n d m u l t i p l e examples where h i s c a l c u l a t i o n of 

recoverable gas reserves i s not i n excess of the 800,000 

necessary f o r the o f f s e t w e l l t o be d r i l l e d and produced 

economically. 

And when you look at the h y p e r b o l i c d e c l i n e 

curves of these w e l l s , the o p p o r t u n i t y f o r a v i o l a t i o n of 

these c o r r e l a t i v e r i g h t s i s very obvious. I f Yates goes 

forward w i t h t h i s p r o j e c t and d r i l l s the f i r s t i n f i l l w e l l , 
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So there's — I've f o r g o t t e n the t o t a l . 

EXAMINER STOGNER: And t h a t e s s e n t i a l l y would be 

those w e l l s t h a t are represented on E x h i b i t — What i s 

t h a t , 14? 

MR. KELLAHIN: Yes, s i r , and as repeated on 

E x h i b i t 17. I t h i n k i t ' s e s s e n t i a l f o r some engineer t o 

take the reserve c a l c u l a t i o n s , look a t them, and then 

c a l c u l a t e the drainage c a l c u l a t i o n s and, i n f a c t , see i f 

they can agree t h a t these reserves are new reserves. The 

s u b s t a n t i a l issue before you i s whether these are new 

reserves or simply r a t e - a c c e l e r a t i o n . 

MR. CARR: Mr. Stogner, I would p o i n t out as t o 

the questions whether or not these are new reserves or n o t , 

those questions have been addressed by a f u l l y competent 

witness. 

Mr. K e l l a h i n i s seeking, I guess, a delay so t h a t 

now, two and a h a l f years a f t e r we s t a r t e d t h i s , they can 

s t a r t . I would suggest t h a t — He t a l k s about what i s 

h i g h l y i r r e g u l a r . I t would seem t o me t h a t i t i s somewhat 

i r r e g u l a r f o r someone w i t h an issue pending f o r two years 

t o w a i t u n t i l t he f i n a l hearing and not even attempt t o 

acquire data through subpoena, but t o come i n and b a s i c a l l y 

f i s h around and then decide t h a t a f t e r t h e f a c t they can 

continue the case and reopen i t l a t e r , so they can take 

issue w i t h what we have, I t h i n k , i n good f a i t h brought t o 
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i t w i l l be the only w e l l d r i l l e d . E arly time p r o d u c t i o n 

b e n e f i t s the operator t h a t d r i l l s f i r s t . 

I t h i n k i t ' s an i n c r e d i b l e leap i n the procedure 

t o add i n f i l l d r i l l i n g a t t h i s time. We would l i k e t o 

reserve judgment on t h a t issue f o r 60 days w i t h the 

a d d i t i o n a l data, and t o come back a t t h a t time and complete 

t h i s case. 

I've heard nothing from Mr. Carr t h a t w i l l show 

any adverse consequences t o t h a t p e r i o d of time being 

a f f o r d e d so t h a t we may continue t o study the data t h a t 

they've presented today. 

EXAMINER STOGNER: Mr. K e l l a h i n , a t the end of 

the 60 days what are you proposing? Reconvene t h i s hearing 

and present testimony? Or i n the form of motions or — 

MR. KELLAHIN: That would be the o p t i o n of the 

p a r t i e s , i s — I t would be back t o on the docket and, 

e i t h e r a t t h a t hearing or p r i o r t h a t hearing, decide what 

p o s i t i o n t o take, e i t h e r support or i n o p p o s i t i o n t o Yates, 

and t o provide testimony. I t h i n k there's n o t h i n g wrong 

w i t h t h a t . But t h a t would be my request, i f I'm responding 

t o your question, Mr. Examiner. 

EXAMINER STOGNER: Now, as f a r as the d e c l i n e 

curves, the i n f o r m a t i o n you're seeking, t h a t would be on 

a l l — What i s t h a t ? Eleven i n f i l l w e lls? 

MR. KELLAHIN: And the o r i g i n a l Phase I I w e l l s . 
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you i n the form of a report on our a c t i v i t i e s . 

I also want t o take issue here and now wi t h the 

statements that what we're seeking w i l l r e s u l t i n 

unnecessary wells being d r i l l e d . A l l we're asking i s f o r 

f l e x i b i l i t y so that necessary wells can be d r i l l e d t o 

prevent waste. 

EXAMINER STOGNER: Mr. Carr, t h i s i s somewhat of 

a unique case inasmuch as an i n f i l l request i n an 

unprorated pool of t h i s magnitude. I believe t h i s w i l l be 

somewhat precedent-setting i n the fu t u r e , especially as gas 

reserves dwindle i n the northwest and i n the coal gas area 

and i n other portions of southeast New Mexico. 

This i s a unique opportunity t o address c e r t a i n 

issues, as we're not prorating pools anymore, and why not, 

and because of the uniqueness of t h i s case, I am going t o 

continue t h i s matter for 60 days and schedule i t again at 

the January 11th, 1996, hearing. 

And p r i o r to that time I would expect, Mr. 

Kellahin and Mr. Carr, since we're a l l i n Santa Fe, perhaps 

a prehearing meeting with myself and Mr. C a r r o l l t o 

discuss, perhaps, Mr. Kellahin's plans, does i t need t o 

come back t o hearing, does additional testimony need t o be 

presented, or i s there enough technical information t h a t 

can be provided i n other means to s a t i s f y us and make a 

determination? 
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Also, I am going t o r e q u i r e Yates t o pr o v i d e — 

th e r e again, i t being a unique case — the d e c l i n e curves, 

i n f u l l , t o myself and Mr. K e l l a h i n , showing the 

i n f o r m a t i o n t h a t he so des i r e s . 

And what k i n d of a time frame, Mr. Carr, do you 

t h i n k would be appropriate? 

MR. CARR: I can't t e l l you on t h a t today, but I 

can r e p o r t f i r s t of the week t o you. 

EXAMINER STOGNER: Okay. Just be i n conta c t w i t h 

Mr. C a r r o l l , any communications on t h a t . 

Gentlemen, anything f u r t h e r ? 

MR. KELLAHIN: Not from me, Mr. Examiner. 

EXAMINER STOGNER: Because t h i s i s a unique case, 

I was wishing t h e r e would be more operators here. 

Oh, there's one other matter, t o o , t h a t I had 

requested e a r l i e r , Mr. Carr. 

MR. CARR: A l i s t of the operators by pool? 

EXAMINER STOGNER: Yes, and perhaps a number of 

w e l l s apiece, the number of w e l l s i n each p o o l . 

MR. CARR: I n each pool? 

EXAMINER STOGNER: Yeah. So I can s o r t of see 

what the percentages are. 

What we might be able t o do — Maybe we can meet 

w i t h Mr. Ed M a r t i n and see i f there's an easi e r way t o get 

t h i s out of ONGARD or how t h i s i n f o r m a t i o n i s best 
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obtainable. I don't even know anymore what kind of 

information i s obtainable. 

But perhaps either you can provide i t or we can 

get together and figure out what's the best way t o get that 

information available to us. 

Again, I wish there was more operators 

represented here today, because t h i s i s a unique s i t u a t i o n , 

and we did come down to Roswell. 

The hearing f o r the 11th of January i s up i n 

Santa Fe, and so that's where i t w i l l be reconvened or 

taken under advisement at that time. 

I f there's nothing fu r t h e r at t h i s point i n any 

of these f i v e cases, then t h i s matter i s adjourned, and we 

enjoyed our stay i n Roswell. 

(Thereupon, these proceedings were concluded at 

2:41 p.m.) 

* * * 

I do hereby certify that the foregoing Is 
a comr.ieie record of the proceedings in 
the hxan,iner hearing of Case Hoft 

heard by me on Ztft/pus+r/ss 19 f f • / f e e ^, 

/IP,' 
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Oil Conservation Division 
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