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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 

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

APPLICATION OF MANZANO OIL CORPORATION 
FOR COMPULSORY POOLING AND AN UNORTHODOX 
WELL LOCATION, LEA COUNTY, NEW MEXICO 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

January 23rd, 1997 

Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, January 23rd, 1997, a t the 

New Mexico Energy, Minerals and Natural Resources 

Department, Porter H a l l , 2 04 0 South Pacheco, Santa Fe, 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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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:55 a.m.: 

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

Number 11,688, which i s the A p p l i c a t i o n of Manzano O i l 

Corporation f o r compulsory p o o l i n g and an unorthodox w e l l 

l o c a t i o n , Lea County, New Mexico. 

C a l l f o r appearances. 

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

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

Berge and Sheridan. 

We represent Manzano O i l Corporation i n t h i s 

matter, and I have two witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

W i l l the witnesses please stand t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

KENNETH BARBE, JR.. 

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

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

A. My name i s Kenneth Barbe, J r . 

Q. Where do you reside? 

A. Roswell, New Mexico. 

Q. By whom are you employed? 
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A. Manzano O i l C o r p o r a t i o n . 

Q. What i s your p o s i t i o n w i t h Manzano? 

A. I'm the v i c e president and co-founder. 

Q. Mr. Barbe, 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 D i v i s i o n ? 

A. Yes, I have. 

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

c r e d e n t i a l s accepted and made a matter of record? 

A. Yes, they ere. 

Q. And were you q u a l i f i e d a t t h a t time as an expert 

i n petroleum land matters? 

A. Yes, I was. 

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 f i l e d i n 

t h i s case on behalf of Manzano O i l Corporation? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the s u b j e c t area? 

A. Yes, I am. 

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

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Could you b r i e f l y s t a t e f o r Mr. 

Catanach what i t i s t h a t Manzano O i l Corporation seeks w i t h 

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

A. Yes, Manzano seeks p o o l i n g from the surface t o 
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the base of the Atoka formation, which u n d e r l i e s the south 

h a l f of the southwest quarter of Section 11, Township 16 

South, Range 36 East. 

I t also attempts t o get approval of i t s — f o r 

d r i l l i n g i t s "SV" Chipshot Well Number 2, t o be d r i l l e d a t 

an unorthodox l o c a t i o n 966 f e e t from the south l i n e and 481 

f e e t from the west l i n e , which would be i n U n i t L e t t e r M. 

Q. Now, t h i s footage l o c a t i o n d i f f e r s s l i g h t l y from 

the a d v e r t i s e d l o c a t i o n of 1000 f e e t from the south l i n e 

and 467 from the west; i s t h a t r i g h t ? 

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

Q. I n f a c t , you have moved the w e l l back toward a 

standard l o c a t i o n ; i s t h a t not co r r e c t ? 

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

Q. Could you i d e n t i f y the u n i t s t h a t you seek t o be 

pooled w i t h t h i s A p p l i c a t i o n ? 

A. Yes, we seek t o pool a l l 80-acre u n i t s covering 

the south h a l f of the southwest quarter and a l l 40-acre 

u n i t s covering the southwest quarter of the southwest 

q u a r t e r of Section 11. 

Q. What i s the primary o b j e c t i v e i n the w e l l ? 

A. The primary o b j e c t i v e i n the w e l l would be the 

Strawn and the Wolfcamp formations. 

Q. And t h a t ' s the 80-acre spacing t h a t you're 

seeking t o pool f o r ? 
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A. That's c o r r e c t . 

Q. I s the r e San Andres p o t e n t i a l t h a t might p o s s i b l y 

be developed on the 40-acre spacing? 

A. That's p o s s i b l e , as a secondary o b j e c t i v e . 

Q. But a very secondary? 

A. Very secondary, yes. 

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 go t o what has been marked Manzano O i l 

Corporation E x h i b i t Number 1, and I ' d ask you t o review 

t h a t f o r Mr. Catanach. 

A. Okay, t h i s i s a land map t h a t shows our subject 

p r o r a t i o n u n i t , which would cover the south h a l f of the 

southwest q u a r t e r of Section 11. I t shows the — The red 

arrow t h e r e p o i n t s t o our proposed w e l l l o c a t i o n , which i s 

an unorthodox l o c a t i o n which i s located a t 966 from the 

south l i n e and 481 from the west l i n e . This map also shows 

the ownership i n the immediate area. 

Q. Who owns the o f f s e t t i n g ownership toward whom 

you're moving the well? 

A. To the west i t ' s owned by Chesapeake and Two 

Rivers. 

Q. Have you been i n n e g o t i a t i o n s w i t h Chesapeake 

concerning sharing of data on t h i s w e l l ? 
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A. Yes, we have. 

Q. And have you agreed t o share data on the w e l l 

w i t h Chesapeake? 

A. Yes, we have. 

Q. What i s the st a t u s of the acreage i n the south 

h a l f of the southwest quarter of Section 11? 

A. I t i s 100-percent fee acreage w i t h approximately 

65 owners. 

Q. And l e t ' s go t o your next e x h i b i t , E x h i b i t Number 

2, and could you b r i e f l y review the breakdown of the 

ownership i n t h a t acreage? 

A. The ownership breakdown — As I s t a t e d , we have 

leased approximately 84 percent of the t o t a l south h a l f of 

the southwest quar t e r , and there's about 16 percent t h a t we 

have not been able t o come t o agreement w i t h . 

Q. And E x h i b i t Number 2 breaks out each of the 

i n t e r e s t owners i n the south h a l f — 

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

Q. — of the southwest? 

Can you j u s t g e n e r a l l y review f o r Mr. Catanach 

the e f f o r t s t h a t you have made t o t r y and l o c a t e a l l the 

i n t e r e s t owners i n the southwest quarter of the section? 

A. Yes, we have employed approximately t h r e e 

c o n t r a c t landmen, and also our in-house s t a f f has been 

t r y i n g t o l o c a t e everyone there by use of t a x r o l l s , 
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a b s t r a c t companies, probate records. And l i k e I s a i d 

before, there's about 65 — There's 65 t o t a l owners, of 

which we have located a l l but 13. 

Q. Was one of the landmen t h a t you have employed t o 

a s s i s t you w i t h l o c a t i n g and g e t t i n g v o l u n t a r y j o i n d e r from 

a l l the i n t e r e s t owners i n the southwest corner of Section 

11 Mr. David Lynch? 

A. Yes, i t was. 

Q. And you understand t h a t he has r e c e n t l y acquired 

c e r t a i n i n t e r e s t s i n t h i s acreage? 

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

Q. He had already p r e v i o u s l y leased some acreage t o 

Manzano, had he not? 

A. Yes, a very small i n t e r e s t . 

Q. As t o t h i s w e l l and h i s i n t e r e s t i n the 

southwest, he w i l l be given an o p p o r t u n i t y t o p a r t i c i p a t e 

w i t h t h a t i n t e r e s t i n the w e l l , w i l l he not? 

A. That i s c o r r e c t . 

Q. I n your opinion, have you made a g o o d - f a i t h 

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

o b t a i n t h e i r v o l u n t a r y p a r t i c i p a t i o n i n the we l l ? 

A. Yes, we have. 

Q. Let's go t o what has been marked as Manzano O i l 

Corporation E x h i b i t Number 3. Could you i d e n t i f y t h a t and 

review i t f o r Mr. Catanach? 

STEVEN T. BRENNER, CCR 
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A. Yes, t h a t i s the AFE t h a t we have prepared f o r 

the w e l l , which shows the estimated costs t h a t we expect t o 

i n c u r . The dryhole costs expected are $485,300 and the 

completed w e l l costs are p r o j e c t e d a t $728,000. 

Q. Are these costs i n l i n e w i t h the costs you have 

experienced i n d r i l l i n g s i m i l a r w e l l s i n the area? 

A. Yes, they are. 

Q. I n f a c t , are they i n l i n e w i t h the costs i n c u r r e d 

f o r t he "SV" Chipshot Number 1 i n the o f f s e t t i n g 80-acre 

t r a c t ? 

A. Yes, they are. 

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

Manzano E x h i b i t Number 4 and review f o r Mr. Catanach your 

e f f o r t s t o o b t a i n v o l u n t a r y j o i n d e r of the noncommitted 

i n t e r e s t owners i n t h i s well? 

A. Yes, we have sent out n o t i c e s o f f e r i n g t o al l o w 

them t o j o i n i n the d r i l l i n g of the w e l l . We've also sent 

out n o t i c e s attempting t o lease a l l of the i n t e r e s t s t h a t 

we were able t o l o c a t e . 

Q. And as t o those i n t e r e s t owners you have been 

able t o l o c a t e , who have you not been able t o get v o l u n t a r y 

p a r t i c i p a t i o n from? 

A. There's only been one i n d i v i d u a l t h a t we were 

able t o l o c a t e t h a t we could not o b t a i n a v o l u n t a r y . 

Q. And who was that? 

STEVEN T. BRENNER, CCR 
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A. That was Wayne Mahan. 

Q. And i s t h a t the i n d i v i d u a l you s o l i c i t e d the 

ser v i c e s of David Lynch t o t r y and get Mr. Mahan"s 

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

A. That's c o r r e c t , as w e l l as several other landmen 

al s o . We t r i e d t o — 

Q. And the others who are not i n are those t h a t you 

have been unable t o l o c a t e ; i s t h a t r i g h t ? 

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

Q. I s E x h i b i t Number 5 an a f f i d a v i t c o n f i r m i n g t h a t 

n o t i c e of today's hearing has been provided i n accordance 

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

owners? 

A. That i s c o r r e c t . 

MR. CARR: Mr. Catanach, I have the o r i g i n a l s . 

As y o u ' l l note, there are a number of l e t t e r s , and i f you 

would l i k e those now or at any time, I have them i n my 

f i l e s . But t h i s a f f i d a v i t i d e n t i f i e s each i n d i v i d u a l and 

provides a copy of the l e t t e r t h a t we sent t o them, 

a d v i s i n g them of today's hearing. 

Q. (By Mr. Carr) Mr. Barbe, have you made an 

estimate of the overhead and a d m i n i s t r a t i v e costs t o be 

in c u r r e d w h i l e d r i l l i n g t h i s w e l l and w h i l e producing i t 

i f , i n f a c t , i t i s successful? 

A. Yes, I have. 

STEVEN T. BRENNER, CCR 
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Q. And what are those f i g u r e s ? 

A. $5000 f o r a d r i l l i n g w e l l r a t e and $500 a month 

f o r a producing w e l l r a t e . 

Q. Are these costs t h a t were approved by the 

D i v i s i o n f o r the Chipshot Number 1 i n the n o r t h h a l f of the 

southwest quarter? 

A. Yes, they are. 

Q. And are these also c o n s i s t e n t w i t h the f i g u r e s 

set f o r t h i n the 1995 Ernst and Young survey? 

A. Yes, they are. 

Q. Do you recommend t h a t these f i g u r e s be 

inco r p o r a t e d i n t o any order which r e s u l t s from today's 

hearing? 

A. Yes, I do. 

Q. Does Manzano O i l Corporation seek t o be 

designated operator of the proposed w e l l ? 

A. Yes, i t does. 

Q. Were E x h i b i t s 1 through 5 compiled by you or 

compiled under your d i r e c t i o n and supervision? 

A. That i s c o r r e c t . 

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

move the admission i n t o evidence of Manzano O i l Corporation 

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

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

admitted as evidence. 

STEVEN T. BRENNER, CCR 
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MR. CARR: That concludes my d i r e c t examination 

of Mr. Barbe. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Barbe, approximately how many i n t e r e s t owners 

were unlocatable? 

A. There were approximately 13 t h a t were 

un l o c a t a b l e , and they comprised roughly 12.9 net mineral 

acres. 

Q. Was Mr. Lynch employed by you i n t h i s case t o t r y 

and f i n d the i n t e r e s t owners? 

A. Yes, he was. We had — Just t o giv e you a b r i e f 

h i s t o r y t h e r e , we had attempted ourselves t o make a deal 

w i t h Mr. Mahan, and then we had also employed two c o n t r a c t 

landmen i n Roswell t o t r y t o make a deal w i t h him, and we 

were not successful i n any of those cases. 

So then we thought, Well, i f we could get a l o c a l 

landman t h e r e i n Lovington t h a t might know Mr. Mahan, which 

i n d i c a t e d he d i d , and he went through Mr. Mahan's son, 

La r r y Mahan, and attempted t o make a deal w i t h him, and he 

was not successful. 

Q. Mr. Lynch's i n t e r e s t i n t h i s u n i t , how d i d he 

a r r i v e a t th a t ? 

A. His o r i g i n a l i n t e r e s t , I t h i n k i t was one 

thousand over — one over t h r e e thousand two hundred and 

STEVEN T. BRENNER, CCR 
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s i x t y - f o u r t h s , and i t was some minerals he had purchased 

s e v e r a l years ago, I b e l i e v e , i n th e r e . 

EXAMINER CATANACH: Okay. I have n o t h i n g 

f u r t h e r . 

MR. CARR: At t h i s time, we c a l l Mr. Mike Brown. 

CHARLES MICHAEL BROWN, 

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 record, please? 

A. My name i s Charles Michael Brown. 

Q. Where do you reside? 

A. Roswell, New Mexico. 

Q. By whom are you employed? 

A. Manzano O i l Corporation. 

Q. What i s your c u r r e n t p o s i t i o n w i t h Manzano? 

A. I'm a g e o l o g i s t . 

Q. Mr. Brown, 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 D i v i s i o n ? 

A. I have. 

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

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. They were. 

STEVEN T. BRENNER, CCR 
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Q. Have you made a g e o l o g i c a l study of the area t h a t 

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

A. I have. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

study w i t h Mr. Catanach? 

A. Yes, I am. 

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

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) I n i t i a l l y , Mr. Brown, has Manzano 

d r i l l e d other Strawn and Wolfcamp w e l l s i n t h i s immediate 

area? 

A. Yes, we've d r i l l e d f o u r t o date. We have d r i l l e d 

the B r o w n f i e l d Trust w e l l and the Kim H a r r i s Number 2. 

Both were dry holes. We d r i l l e d the Chipshot Number 1, 

"SV" Chipshot Number 1, and the "SV" Double Eagle Number 1 

as producers. 

Q. And those producing w e l l s are both i n t h i s 

section? 

A. Yes, they are. 

Q. Let's go t o what has been marked as Manzano O i l 

Corporation E x h i b i t Number 6. Would you i d e n t i f y and 

review t h a t ? 

A. This i s a land p l a t of the area encompassing the 

"SV" Chipshot Number 2. I've noted the proposed l o c a t i o n 

STEVEN T. BRENNER, CCR 
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of t h i s w e l l as a f l u o r e s c e n t orange dot. That w e l l w i l l 

be l o c a t e d a t 966 f e e t from the south l i n e , 481 f e e t from 

the west l i n e . 

I noted i n red a re g u l a r l o c a t i o n where i t would 

be l o c a t e d , and I'm showing the 80-acre p r o r a t i o n u n i t t h a t 

w i l l be included i n the Chipshot Number 2. 

Q. Let's go t o E x h i b i t Number 7. What i s t h i s ? 

A. Also on E x h i b i t Number 6, I show the o r i e n t a t i o n 

of t he seismic l i n e s t h a t I'm going t o show, and A-A' w i l l 

be t he f i r s t . 

Q. And t h a t ' s E x h i b i t 7? 

A. And t h a t i s E x h i b i t 7, and i t runs roughly 

southwest t o northeast across our acreage. What I'm t r y i n g 

t o show here i s the v a r i a b l e nature of the Strawn and what 

we t r y t o do w i t h our 3-D seismic. 

F i r s t , I would l i k e you t o look a t the r i g h t side 

of t he e x h i b i t and f i n d the Hodgens Number 1 w e l l and 

f o l l o w i t down t o the peak t h a t i s labeled " s t r n " , which i s 

our Strawn peak. The Hodgens w e l l was a dry hole i n the 

Strawn. I t was a very t h i n s e c t i o n of Strawn w i t h no 

p o r o s i t y , and i t s seismic r e f l e c t i o n i s a s i n g l e s t r o n g 

peak. 

As you move westward towards the Chipshot Number 

1, y o u ' l l see t h a t t h i s peak b i f u r c a t e s i n t o a peak-trough-

peak character, and t h a t i s the character t h a t has been 
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found t o be pro d u c t i v e i n the Lovington area f o r the 

Strawn. And i n f a c t , i n the Chipshot we gained 9 0 f e e t of 

p o r o s i t y i n the Strawn and made a w e l l t h a t was capable of 

f l o w i n g 100 b a r r e l s of o i l a day and 2 68 b a r r e l s of water. 

The Chipshot Number 2 w i l l be updip from the 

Chipshot Number 1, and on the very edge, we f e e l , of t h i s 

Strawn anomaly i t h o p e f u l l y w i l l be updip and a wa t e r - f r e e 

producer i n the Strawn. 

Q. Let's go t o E x h i b i t Number 8. W i l l you i d e n t i f y 

t h a t , please? 

A. E x h i b i t 8 runs north-south through the proposed 

l o c a t i o n f o r the Chipshot Number 2, which i s shown i n blue, 

and also through a re g u l a r l o c a t i o n , which i s a 660 

setback. 

As y o u ' l l see, the Strawn anomaly here i s not 

r e a l pronounced, but you're on the updip edge. We're k i n d 

of running a t a funny angle through here. I t ' s not as 

pronounced as what you saw i n the previous e x h i b i t . 

But y o u ' l l see i n the Chipshot Number 2 l o c a t i o n , 

we do have a peak and a trough and a peak, but we are 

pushing the updip edge of t h i s f e a t u r e . As you move t o the 

r e g u l a r l o c a t i o n , you no longer see the peak-trough-peak 

character, so we f e e l i t would be t i g h t i n the r e g u l a r 

l o c a t i o n and t h a t the Chipshot 2 i s the absolute f a r t h e s t 

updip on t h i s f e a t u r e t h a t we can go. 
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Q. What i s E x h i b i t Number 9? 

A. E x h i b i t Number 9 i s a — I t ' s a map view of the 

anomaly t h a t you see on E x h i b i t Number 8. I t shows the 

l o c a t i o n of the Chipshot Number 1, and t h a t was by f a r and 

away the t h i c k e s t p a r t of the Strawn amplitude t h a t we saw. 

However, i t i s downdip and has a considerable amount of 

water. 

As you move t o the Chipshot Number 2 l o c a t i o n , 

the q u a l i t y of the amplitude decreases, but you have a 

l i t t l e , small area t h a t i s shown i n the green. I t has a 

l i t t l e b e t t e r amplitude than what you see d i r e c t l y 

surrounding i t . And i n the r e g u l a r l o c a t i o n shown i n red, 

you're completely out of the amplitude anomaly. 

So once again, we're pushing the edge of t h i s 

amplitude anomaly i n an updip d i r e c t i o n . 

Q. A l l r i g h t , l e t ' s go now t o E x h i b i t Number 10. 

Would you review th a t ? 

A. E x h i b i t Number 10 runs roughly northwest-

southeast through the Chipshot Number 2 l o c a t i o n shown i n 

blue and a r e g u l a r l o c a t i o n shown i n red, and t h i s i s on 

the Wolfcamp. 

What I'm showing i s the W-2 marker, which i s a 

marker about 150 f e e t above the top of the beta r e e f , and 

then a marker here on the side c a l l e d the beta shale. The 

character t h a t we know i s unproductive i s — the W-2 marker 
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i s a peak w i t h a trough, and then j u s t back i n t o the beta 

shale, w i t h no d i s r u p t i o n of a peak-trough-peak. 

We have learned t h a t we have t o get behind the 

t e r m i n a t i o n of the beta shale, and we also l i k e t o see a 

r e f l e c t i o n on our W-2 p a t t e r n — or our W-2 marker. And i f 

y o u ' l l look a t the Chipshot Number 2 l o c a t i o n , y o u ' l l see 

t h a t you see a nice l i t t l e r o l l o v e r on the W-2. That, we 

f e e l , i s i n d i c a t i n g a core, r e e f core, below us somewhere. 

You cannot see the top of the r e e f i t s e l f . 

So we have a very — I t ' s a very d i f f i c u l t 

h o r i z o n t o see on the seismic, but we do know t h a t we l i k e 

t o see a d i s r u p t i o n of the peak-trough-peak, which you do 

see i n the Chipshot 2 l o c a t i o n . And we also l i k e t o see a 

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

And the d i f f e r e n c e between the Chipshot Number 2 

— You can see we have pushed the f a r southeast side of the 

l i t t l e s t r u c t u r a l r e f l e c t i o n , and i f you move towards the 

r e g u l a r l o c a t i o n , you come out of t h a t — you go back i n t o 

t h i s peak-trough-peak character t h a t we know i s 

unproductive. 

So we f e e l t h a t i f we move t o the r e g u l a r 

l o c a t i o n , t h a t our chances of f i n d i n g Wolfcamp i s 

s i g n i f i c a n t l y decreased. 

Q. Mr. Brown, are you prepared t o make a 

recommendation t o the Examiner as t o the r i s k p e n a l t y t h a t 
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should be assessed against any i n t e r e s t owner who does not 

v o l u n t a r i l y j o i n i n the well? 

A. Yes, I am. We are recommending 2 00-percent 

p e n a l t y . 

Q. B a s i c a l l y , what are you basing t h a t 

recommendation on? 

A. This l o c a t i o n has considerable geologic r i s k . 

The Wolfcamp, as you can see, i s very d i f f i c u l t on the 3-D. 

We see some i n d i c a t i o n s of p o r o s i t y development, but the 

main t h i n g t h a t we depend upon t o get a r e s e r v o i r i n t h i s 

Wolfcamp i s d o l o m i t i z a t i o n , and we a b s o l u t e l y cannot see 

t h a t a t a l l on the 3-D. 

The Strawn, we are pushing the updip l i m i t s of 

the Strawn anomaly, and we are hoping t h a t we f i n d p o r o s i t y 

i n t h a t l o c a t i o n . 

So on both horizons, we f e e l t h a t there's 

considerable geologic r i s k . 

Q. Do you b e l i e v e there's a chance a t t h i s l o c a t i o n 

you could d r i l l a w e l l t h a t would not be a commercial 

success? 

A. Yes, I do. I t h i n k there's a s i g n i f i c a n t chance 

of t h a t . 

Q. I n your o p i n i o n , w i l l the g r a n t i n g of t h i s 

A p p l i c a t i o n and the d r i l l i n g of the proposed w e l l be i n the 

best i n t e r e s t s of conservation, the p r e v e n t i o n of waste and 
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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, I do. 

Q. How soon does Manzano plan t o spud t h i s w e l l ? 

A. I t w i l l be sometime next month. 

Q. Were E x h i b i t s 6 through 10 e i t h e r prepared by you 

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

A. Yes, they were. 

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

move the admission i n t o evidence of Manzano O i l Corporation 

E x h i b i t s 6 through 10. 

EXAMINER CATANACH: E x h i b i t s 6 through 10 w i l l be 

admitted as evidence. 

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

examination of Mr. Brown. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Brown, d i d you use the seismic data t o d r i l l 

t h e Number 1 Chipshot and the Double Eagle one? 

A. Yes, we d i d . 

Q. Okay. How about the other two wells? Did you 

have — 

A. We had 2-D seismic on those. 

Q. Okay. So you t h i n k you've got a p r e t t y good 

handle on what the seismic i s t e l l i n g you? 

A. On the Wolfcamp we know where not t o d r i l l . 
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T h a t 1 s about the best we have come on i t . There's the 

f o r e - r e e f shale t e r m i n a t i o n . We know we have t o be 

backwards of t h a t t o get i n t o the core. So t h a t has been a 

major help. 

The Strawn, the amplitude anomalies have proven 

t o be very successful as f a r as l o o k i n g — e x p l o r i n g f o r 

Strawn. 

Q. As f a r as the Strawn goes, you f e e l l i k e a t a 

r e g u l a r standard l o c a t i o n you're going t o be i n the t i g h t 

p o r t i o n w i t h no permeability? 

A. That i s c o r r e c t , t h a t i s c o r r e c t . 

Q. And i n the Wolfcamp — I s i t the same k i n d of 

s i t u a t i o n i n the Wolfcamp? You're going t o get i n t o the 

t i g h t e r area? 

A. I f you move t o the southeast, you're moving onto 

the f o r e - r e e f shale and moving out of the f a i r w a y t h a t we 

have n o t i c e d on the core, the r e e f — r e e f core i t s e l f . 

Q. And t h a t Wolfcamp-productive f a i r w a y , i s t h a t — 

Which way does t h a t t r e n d , generally? 

A. I t i s t r e n d i n g — Right i n t h i s area i t ' s 

northwest — or northeast-southwest. 

Q. Okay. Does Manzano have any other plans t o d r i l l 

any other w e l l s i n t h i s area? 

A. Yes, we do. We w i l l d r i l l a w e l l n o r t h of the 

Chipshot Number 1. We'll d r i l l i t w i t h Chesapeake. We 
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a l s o have other l o c a t i o n s t h a t we've i d e n t i f i e d f o r both 

Strawn and Wolfcamp. But an immediate one w i l l be the one 

n o r t h o f the Chipshot Number 1. 

Q. I s the r e anything planned f o r the n o r t h h a l f of 

the northeast q u a r t e r , Section 11? 

A. The n o r t h h a l f of the — 

Q. — northeast. 

A. — northeast quarter? Not a t t h i s time. 

Q. Okay. 

A. But i t i s possi b l e . 

EXAMINER CATANACH: Okay, I have nothing f u r t h e r , 

Mr. Carr. 

MR. CARR: Mr. Catanach, t h a t concludes our 

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

EXAMINER CATANACH: Okay, the r e being nothing 

f u r t h e r i n t h i s case, Case 11,688 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

12:19 p.m.) 

* * * 
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