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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, March 16th, 2000, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

Porter H a l l , 2040 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 following proceedings were had at 

8:20 a.m.: 

EXAMINER CATANACH: C a l l the hearing t o order 

t h i s morning f o r Docket Number 08-00. We'll c a l l the 

continuances and dismissals a t t h i s time. 

(Off the record) 

EXAMINER CATANACH: And at t h i s time w e ' l l c a l l 

f i r s t case, 12,355, which i s the A p p l i c a t i o n of Matador E&P 

Company t o e s t a b l i s h i n f i l l w e l l procedures and t o amend 

w e l l l o c a t i o n requirements f o r the Red Hills-Wolfcamp Gas 

Pool or, i n the a l t e r n a t i v e , f o r simultaneous d e d i c a t i o n , 

Lea County, New Mexico. 

C a l l f o r appearances i n t h i s case. 

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

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

on behalf of the Applicant, and I have three witnesses t o 

be sworn. 

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

W i l l the three witnesses please stand and be 

sworn in? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, Matador i s before 

you today seeking t o modify the r u l e s f o r the Red H i l l s -

Wolfcamp Gas Pool. 

Y o u ' l l note on E x h i b i t Number 1, th e r e i s a p l a t 

STEVEN T. BRENNER, CCR 
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t h a t contains a number of items of i n f o r m a t i o n . The 

i n f o r m a t i o n I want t o d i r e c t your a t t e n t i o n t o i s the red 

o u t l i n e . To the best of our knowledge, t h a t represents the 

c u r r e n t pool boundary f o r the pool. This i s a Wolfcamp 

pool t h a t was adopted by the Commission back i n June of 

1966. I t ' s D i v i s i o n Order R-3073. I t provides f o r 640-

acre gas spacing and f o r standard w e l l l o c a t i o n , 1650 from 

the outer boundary of the s e c t i o n . 

Y o u ' l l see from the evidence t h a t the Wolfcamp 

Gas Pool i s only a p a r t of the Wolfcamp. We're d e a l i n g 

w i t h the lower p o r t i o of the Wolfcamp. Y o u ' l l see from the 

cross-sections what the i n t e r v a l i s f o r the p o o l . 

What we're asking permission t o do i s t o adopt an 

i n f i l l program f o r the pool which would allow Matador and 

the other operators i n the pool t o have an o p t i o n a l second 

w e l l . That o p t i o n a l second w e l l would be l o c a t e d on a 160-

acre t r a c t , t h a t does not include the o r i g i n a l w e l l . 

I n a d d i t i o n t o p r o v i d i n g improved f l e x i b i l i t y f o r 

w e l l l o c a t i o n s , t o take advantage of the optimum p o s i t i o n 

g e o l o g i c a l l y we would ask t h a t you r e l a x the footage 

requirements and conform them t o Rule 104, p r i n c i p a l l y 

r e l a x i n g the outer boundary requirement and making i t 660 

f e e t . 

Y o u ' l l see from the evidence t h a t t h e r e are 

numerous unorthodox l o c a t i o n s . I n f a c t , the discovery w e l l 

STEVEN T. BRENNER, CCR 
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and the second w e l l , when the pool was adopted, were a t 

unorthodox l o c a t i o n s . 

We have three witnesses t o present. Mr. Barry 

Osborne i s our f i r s t witness. He w i l l describe the s t a t u s 

of t he operators, who they are, and compliance w i t h the 

n o t i c e requirements of the D i v i s i o n . 

Mr. M a r t i n Emery, then, w i l l t e s t i f y as a 

g e o l o g i s t . He w i l l describe f o r you the geology, describe 

f o r you the circumstances where we be l i e v e i t ' s a p p r o p r i a t e 

t o have an i n f i l l program, f o r two p r i n c i p a l reasons: 

One, you're going t o see from the c r o s s - s e c t i o n 

t h a t there i s a Wolfcamp i n t e r v a l t h a t has s u b s t a n t i a l gas 

o p p o r t u n i t y , t h a t i s not present i n w e l l s t h a t might be 

immediately adjacent t o t h a t o p p o r t u n i t y . So you can see 

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

I n a d d i t i o n , you're going t o f i n d t h a t t h e r e i s a 

p o r t i o n of the Wolfcamp which i s c o r r e l a t i v e among w e l l s , 

but i n f a c t has s u b s t a n t i a l pressure d i f f e r e n t i a l between 

w e l l s very close together. So you're going t o see t h a t 

i t ' s necessary t o have a d d i t i o n a l w e l l s i n order t o recover 

gas t h a t would not otherwise be produced. 

Mr. Gary Chandler i s our l a s t witness, he's a 

petroleum engineer. He w i l l describe the pressure 

i n f o r m a t i o n , he w i l l go through h i s drainage c a l c u l a t i o n s 

w i t h you so you can see what has happened i n t h i s pool over 

STEVEN T. BRENNER, CCR 
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some 35 years. 

And a t the conclusion of the p r e s e n t a t i o n , we 

would ask t h a t you take t h i s case under advisement and 

issue an order t h a t approves our A p p l i c a t i o n . 

I n the event you choose not t o do t h a t , we would 

ask t h a t you a f f o r d us the op p o r t u n i t y i n Section 5 t o 

simultaneously dedicate two w e l l s . We'll describe those 

two w e l l s t o you during the course of the testimony. That 

i s our l e a s t p r e f e r a b l e s o l u t i o n . But should you choose 

not t o change pool r u l e s , then we would ask t h a t you give 

us the o p p o r t u n i t y t o complete an e x i s t i n g w e l l i n t o t h i s 

c o r r e l a t i v e i n t e r v a l i n the Wolfcamp so t h a t we might have 

two w e l l s producing i n the se c t i o n . 

BARRY OSBORNE. 

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

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

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Osborne, f o r the record, s i r , would you 

please s t a t e your name and occupation? 

A. My name i s Barry Osborne, I am the land manager 

and general counsel f o r Matador E&P Company i n Dal l a s , 

Texas. 

Q. Pursuant t o your employment and r e s p o n s i b i l i t i e s 

on behalf of Matador, have you caused E x h i b i t 1 t o be 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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prepared? 

A. Yes, I have, i t was prepared under my d i r e c t i o n . 

Q. As p a r t of t h a t p r e p a r a t i o n , have you had scr i b e d 

on t h i s e x h i b i t what Matador believes t o be the c u r r e n t 

boundary of t h i s pool, which we've i d e n t i f i e d as the Red 

Hills-Wolfcamp Gas Pool? 

A. Yes, I have. 

Q. Describe how t h a t pool boundary i s i n d i c a t e d . 

A. That i s i n d i c a t e d by the red o u t l i n e c o n s i s t i n g 

of nine sections i n Township 25 South, Range 33 East and 

Township 2 6 South, Range 3 3 East, i n Lea County, New 

Mexico. 

Q. There i s a complexity t o the map, Mr. Osborne, 

t h a t I would l i k e you t o help me e x p l a i n t o the Examiner. 

F i r s t , i s i t possible f o r you t o i d e n t i f y f o r us those 

w e l l s t h a t are c u r r e n t l y producing from t h i s lower Wolfcamp 

i n t e r v a l t h a t i s w i t h i n the v e r t i c a l l i m i t s of the Red 

Hills-Wolfcamp Gas Pool? 

A. Yes, there are c u r r e n t l y f i v e producing w e l l s i n 

the p o o l . 

There's the Red H i l l s 28 Federal Number 2, which 

i s l o cated up i n Section 28, on the northwest q u a r t e r . 

There i s the Red H i l l s U n i t Number 1, which was 

the discovery w e l l , t h a t ' s located i n the southeast q u a r t e r 

of Section 32. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Then down in 26-33, there is the Red Hills Unit 

Number 2 w e l l , which i s located i n the northeast q u a r t e r of 

Section 5. 

A l l of those w e l l s are operated by Matador. 

Then i n the northeast quarter of Section 6 of 

26-33, there i s a Kaiser-Francis w e l l . 

And then down i n the northwest q u a r t e r of Section 

7 of 2 6-33, there i s a BTA O i l Producers w e l l . 

A l l of those are producing out of the pooled 

i n t e r v a l . 

Q. As p a r t of the research t h a t you've had 

conducted, were you able t o f i n d any Wolfcamp w e l l s w i t h i n 

t h i s c o r r e l a t i v e i n t e r v a l t h a t are outside the pool but 

w i t h i n a m i l e of t h a t boundary t h a t are not dedicated t o 

another Wolfcamp pool? 

A. No, there's not, not t h a t we have found. 

Q. Pursuant t o the D i v i s i o n n o t i c e requirements, 

then, have you complied w i t h those requirements by sending 

n o t i c e t o the two other operators i n the pool? 

A. Yes, the Kaiser-Francis and the BTA O i l 

Producers. 

Q. Have you had conversations or communications w i t h 

these other two operators? 

A. Yeah, we have exchanged correspondence w i t h 

Kaiser-Francis, and they have voiced no o b j e c t i o n . 

STEVEN T. BRENNER, CCR 
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BTA O i l Producers, we've had extensive 

discussions and they are, i n f a c t , very much i n support of 

our A p p l i c a t i o n today. 

Q. Let me focus on Section 5. W i t h i n Section 5, 

w i t h i n t h a t 640-acre spacing u n i t f o r the poo l , does 

Matador c u r r e n t l y have producing a w e l l i n t h i s pool? 

A. I n Section 5 there i s the Red H i l l s U n i t Number 2 

w e l l , which i s producing i n the pool. 

Q. I n a d d i t i o n , there i s a second wellbore t h a t 

penetrates t o and through the Red Hills-Wolfcamp Gas Pool 

and was d r i l l e d t o the Devonian, was i t not? 

A. That's c o r r e c t , o r i g i n a l l y . 

Q. What are you seeking t o o b t a i n i n the event the 

Examiner agrees t o change the pool rules? 

A. What we would l i k e t o do i s move up and produce 

the Red H i l l s U n i t Number 3 w e l l , which i s lo c a t e d i n the 

southwest quarter of Section 5, i n the pooled i n t e r v a l , and 

dedicate t h a t as the second w e l l t o the 640-acre u n i t . 

Q. Just t o the no r t h of Section 5, i n Section 32, 

does Matador have operations i n t h a t section? 

A. Yes, we do. 

Q. And what i s the cur r e n t s t a t u s of w e l l s i n the 

pool f o r t h a t section? 

A. Well, the Red H i l l s U n i t Number 1 i s s t i l l 

producing. We are c u r r e n t l y i n the process of completing 

STEVEN T. BRENNER, CCR 
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the Red Hills Unit Number 4 well in the Siluro-Devonian 

formation. 

Q. The Red H i l l s Number 1 w e l l i s the discovery w e l l 

f o r the p o o l ; i s t h a t not true? 

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

Q. And when we look j u s t t o the west of the 

discovery w e l l i n Section 32, the open c i r c l e t h a t has the 

number 4 associated w i t h t h a t , t h a t i s the Red H i l l s U n i t 4 

w e l l t h a t i s c u r r e n t l y d r i l l i n g t o the Devonian? 

A. That's c o r r e c t . I believe we've TD'd t h a t one 

when we were i n the process of — i n the completion 

process. 

Q. W i t h i n t h i s p a r t i c u l a r area, are t h e r e any 

co n s o l i d a t i o n s of i n t e r e s t ownerships by way of cooperative 

agreements or by u n i t c o n f i g u r a t i o n s ? 

A. Yeah, the u n i t — Well, the u n i t was o r i g i n a l l y a 

massive 28,000-acre u n i t when i t was formed, back i n 1962. 

I t has shrunk down t o , now, a r e l a t i v e l y modest f o u r 

s e c t i o n s , comprised of Section 3 2 and 3 3 i n 2 5-3 3, and then 

Sections 4 and 5 i n 2 6-3 3. And the w e l l s we're t a l k i n g 

about are the Red H i l l s Unit Number 4 w e l l and Number 3 

w e l l t h a t we're discussing w i t h i n the boundaries of t h a t 

u n i t , and there i s a c o n s o l i d a t i o n of ownership t h e r e . 

Q. I n a d d i t i o n t o asking the Examiner t o giv e you an 

o p t i o n a l second w e l l i n the s e c t i o n , are you also seeking 

STEVEN T. BRENNER, CCR 
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to have the Division relax the footage location 

requirements f o r new we l l s i n the pool? 

A. Yes, we are, we t h i n k t h a t ' s a p p r o p r i a t e . 

MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

examination of Mr. Osborne. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Osborne, the acreage shown i n yellow, t h a t ' s 

a l l Matador's acreage? 

A. Yes, on the — The yellow acreage i s j u s t 

Matador's leasehold i n t e r e s t s out the r e . We don't have a 

sub o u t l i n e of the ac t u a l u n i t . We have the pool o u t l i n e d , 

and then we have Matador's acreage, the u n i t , l i k e I had 

mentioned e a r l i e r , Sections 32, 33, 4 and 5. That's the 

Red H i l l s U n i t . 

Q. Okay, Matador i s the operator of the Red H i l l s 

Unit? 

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

Q. And w i t h i n those four sections, the i n t e r e s t i s 

a l l i d e n t i c a l or consolidated or somehow — 

A. Well, i t v a r i e s from w e l l t o w e l l . There were 

nonconsents and partners t h a t were brought i n . However, 

w i t h i n — The base of ownership i n the u n i t i s c o n s i s t e n t , 

although i t i s d i f f e r e n t on a w e l l - t o - w e l l basis, i n f a c t , 

on a zone-to-zone basis. 

STEVEN T. BRENNER, CCR 
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We spent a fo r t u n e on the t i t l e o p i n i o n on the 

Number 4 w e l l , I'm t e l l i n g you. 

Q. So the i n t e r e s t w i t h i n Sections 29 and Twenty- — 

the one t o the east — 

A. Yeah, t h a t ' s 28. 

Q. — i s not the same as the i n t e r e s t i n the u n i t ; 

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

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

Q. And t h i s was o r i g i n a l l y an e x p l o r a t o r y u n i t ? 

A. Yes, i t was. 

Q. W i l l the i n f i l l d r i l l i n g program — How w i l l t h a t 

a f f e c t the i n t e r e s t ownership w i t h i n t h i s u n i t ? Some of 

the i n t e r e s t owners w i l l have the o p t i o n t o go nonconsent 

i n these wells? 

A. T h e y ' l l have the same r i g h t s t h a t they do under 

the u n i t o p erating agreement. I t w i l l give them the 

o p p o r t u n i t y t o p a r t i c i p a t e or t o go nonconsent. And 

there's a r e l a t i v e l y modest nonconsent penalty of 2 00 

percent i n the u n i t agreement. 

Q. Do you know how many i n t e r e s t owners t h e r e are i n 

the u n i t ? 

A. I should know t h a t . There are approximately 

seven or e i g h t t o t a l . 

Q. Working i n t e r e s t ? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And this — What type are these? Federal leases? 

A. Yes, s i r . Say of the i n t e r e s t owners. Many of 

those are Bass e n t i t i e s , so although t h e r e may be thr e e or 

f o u r , those are a l l under one umbrella. The a c t u a l 

i n t e r e s t owners t h a t are a c t i v e l y involved are a c t u a l l y 

only about three or fo u r . 

Q. Does the operating agreement f o r the u n i t have a 

p r o v i s i o n f o r subsequent wells? 

A. Yes, i t does. 

Q. I t does. 

A. I t has a p r o v i s i o n f o r subsequent w e l l s , i t has a 

p r o v i s i o n f o r — I t ' s the o l d 1955 Rocky Mountain Mineral 

Law I n s t i t u t e form, which i s a l i t t l e nebulous i n p a r t s , 

but i t does provide f o r subsequent w e l l s . I t provides f o r 

plugging — abandoning zones and plugging back and moving 

back uphole, and i t has procedures o u t l i n e d , v o t i n g 

procedures, percentage requirements f o r approvals by the 

working i n t e r e s t owners. 

Q. So the cur r e n t plan i s t o recomplete the w e l l i n 

the southwest of Section 5, from the Devonian back up t o 

the Wolfcamp? 

A. Yes, s i r . Well, from the — The Red H i l l s U n i t 

Number 3 i s c u r r e n t l y completed i n the upper Wolfcamp. 

What we want t o do i s go down and complete i t i n the lower 

Wolfcamp, which i s the pooled i n t e r v a l . The upper — The 

STEVEN T. BRENNER, CCR 
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Wolfcamp out here is differentiated. The upper Wolfcamp 

i s n ' t i n the pool, the lower Wolfcamp i s , and t h a t ' s the 

zone t h a t we'd l i k e t o go and, you know, complete i t i n . 

Q. Let me get t h i s s t r a i g h t . 

A. I'm sorry. 

Q. The Number 2 w e l l i s c u r r e n t l y a Wolfcamp 

producer? 

A. The Number 2 w e l l i s c u r r e n t l y a Wolfcamp 

producer, yes, s i r . The Number 1 w e l l i s c u r r e n t l y a 

Wolfcamp producer. 

The Number 3 w e l l i s c u r r e n t l y a Wolfcamp 

producer, but i t ' s not a Wolfcamp producer i n the pooled 

i n t e r v a l . I t ' s an upper Wolfcamp producer, i t ' s not a 

lower Wolfcamp producer. 

Q. I n the pooled i n t e r v a l ? 

A. I n the pooled i n t e r v a l , r i g h t . 

Q. What pooled i n t e r v a l are you t a l k i n g about? 

A. Okay, the lower Wolfcamp i s what's pooled out 

here. The upper Wolfcamp i s not pooled. The Number 3 i s 

c u r r e n t l y completed i n t h i s upper Wolfcamp i n t e r v a l . The 

lower Wolfcamp i s what we'd l i k e t o be able t o move down 

and p e r f o r a t e the w e l l i n . 

The g e o l o g i c a l e x h i b i t s t h a t we have t h a t Mr. 

Emery from our company i s going t o be p u t t i n g on w i l l , I 

t h i n k , p r e t t y g r a p h i c a l l y i l l u s t r a t e how the Wolfcamp i s 
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differentiated out here, and the different intervals that 

the w e l l s are completed i n . 

Q. So you've already got two w e l l s i n Section 5 t h a t 

are producing from the Wolfcamp? 

A. Well, we have — Well, yes. We don't have two 

w e l l s t h a t are producing from the lower Wolfcamp, and the 

upper Wolfcamp and lower Wolfcamp are not i n communication. 

They might as w e l l be c a l l e d the Smith and the Jones 

i n t e r v a l . 

Q. But the Wolfcamp formation i s a l l i n the same 

po o l ; i s t h a t correct? 

MR. KELLAHIN: No, s i r , i t ' s not. 

THE WITNESS: No, s i r . 

Q. (By Examiner Catanach) Oh, i t ' s not? 

A. No, only the lower Wolfcamp i s the pooled 

i n t e r v a l . 

Q. So the Red Hills-Wolfcamp Pool i s l i m i t e d t o 

the — 

MR. KELLAHIN: — lower Wolfcamp. 

EXAMINER CATANACH: — lower, okay. 

MR. KELLAHIN: And the Number 3 w e l l i s above the 

top of the Red Hills-Wolfcamp Pool, s t i l l i n the Wolfcamp 

formation. So i t ' s on 320 gas spacing. 

Q. (By Examiner Catanach) Do you know what the 

other pool name is? 
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A. I don't believe there i s a pool. 

MR. KELLAHIN: We don't b e l i e v e there's a name 

associated w i t h t h a t . There should be, but i f so, we don't 

know what i t i s . 

THE WITNESS: I t h i n k i t w i l l be f a i r l y c l e a r 

from the e x h i b i t s and the other evidence t h a t w e ' l l be 

p u t t i n g on t h a t the pressure regimes are completely 

d i f f e r e n t , and there i s n ' t communication between the upper 

and the lower Wolfcamp. 

Q. (By Examiner Catanach) Okay. You've spoken t o 

the only two other operators i n the pool, and they've got 

no problem w i t h t h i s A p p l ication? 

A. Yeah, Kaiser-Francis has expressed no o b j e c t i o n . 

BTA i s , i n f a c t , i n support of our A p p l i c a t i o n and w i l l be 

paying p a r t of Tom's b i l l . 

MR. KELLAHIN: As small as t h a t may be. 

Q. (By Examiner Catanach) As f a r as the acreage, 

the remaining acreage i n the pool, i s t h a t a l l c u r r e n t l y 

h e l d by e i t h e r BTA or Kaiser-Francis? 

A. I be l i e v e t h a t — Well, the two sections t h a t 

those w e l l s are i n are held by BTA and Kaiser-Francis. I 

can't — Which i s Section 6 and Section 7. I honestly 

can't speak t o what's holding Section 31. I know t h a t 

there's one plugged w e l l i n 31, according t o my map. 

Q. Well, i t looks l i k e i n Section 21 there's an 
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i n a c t i v e Wolfcamp well? 

A. Yes, t h a t ' s c o r r e c t , there's an i n a c t i v e w e l l 

t h a t Enron was the — a t l e a s t on the l i s t — a t l e a s t on 

the map, the l i s t i s an operator of. 

I can't — I don't know what the s t a t u s of t h a t 

w e l l i s . Mr. Emery can probably speak t o t h a t . I don't 

know i f i t ' s TA'd or — I imagine i t ' s j u s t TA'd. 

Q. But no n o t i c e was given t o t h a t operator? 

A. No n o t i c e was given t o t h a t operator. 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have. The 

witness may be excused. 

MR. KELLAHIN: Mr. Examiner, E x h i b i t Number 2 i s 

my c e r t i f i c a t e of compliance w i t h the n o t i c e requirements 

f o r sending n o t i c e t o the operators of c u r r e n t producing 

w e l l s i n the pool. I t i n d i c a t e s on our E x h i b i t B t h a t our 

research shows there's no Wolfcamp w e l l s w i t h i n a mil e of 

the outer boundary of the pool. 

Mr. Examiner, our next witness i s M a r t i n Emery. 

Mr. Emery i s a g e o l o g i s t . 

MARTIN EMERY. 

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. KELLAHIN: 

Q. Mr. Emery, f o r the record, s i r , would you please 
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s t a t e your name and occupation? 

A. My name i s Marti n Emery. I'm a g e o l o g i s t f o r 

Matador E&P Company i n Dallas, Texas. 

Q. Mr. Emery, have you made a geologic i n v e s t i g a t i o n 

of the issues t h a t are before the Examiner today i n t h i s 

request by Matador t o amend the pool r u l e s f o r the Red 

Hills-Wolfcamp Gas Pool? 

A. Yes, I have. 

Q. Are you f a m i l i a r w i t h a l l the a v a i l a b l e geology 

f o r the various w e l l s i n the pool, whether they're 

c u r r e n t l y plugged and abandoned, or i f they're s t i l l 

producing those? 

A. Yes. 

Q. Based upon t h a t research and review, have you 

reached any conclusions and recommendations concerning the 

matters before the Examiner t h i s morning? 

A. Yes — 

MR. KELLAHIN: Before you do so, Mr. Emery, I 

would l i k e t o tender Mr. Emery as an expert g e o l o g i s t i n 

t h i s matter, Mr. Catanach. 

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

Q. (By Mr. Ke l l a h i n ) Let me have you describe f o r 

the Examiner what your u l t i m a t e conclusions are, Mr. Emery. 

A. Our conclusions are t h a t due t o the heterogeneity 

of the lower Wolfcamp r e s e r v o i r and also the r e s e r v o i r 
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c h a r a c t e r i s t i c s , namely low p e r m e a b i l i t y , t h a t one w e l l per 

640 acres does not s u f f i c i e n t l y d r a i n the hydrocarbon 

reserves from t h i s r e s e r v o i r system. 

And we have some w e l l evidences of t h a t , the most 

recent one being our Red H i l l s U n i t Number 4, which was 

d r i l l e d t o the Devonian, i s c u r r e n t l y completing i n the 

Devonian, but on the way t o d r i l l i n g t o t h a t o b j e c t i v e and 

going through the lower Wolfcamp, we encountered r e s e r v o i r 

i n the lower Wolfcamp which i s n ' t present i n the Red H i l l s 

U n i t Number 1, the discovery w e l l f o r the pool, which has 

been producing f o r 35 years. We found a d d i t i o n a l r e s e r v o i r 

a t v i r g i n pressure w i t h what we t h i n k are s i g n i f i c a n t 

p r o ducible reserves. And t h a t w e l l i s only 1450 f e e t away 

from the discovery w e l l , the Red H i l l s U n i t Number 1. 

Q. I n your opinion, Mr. Emery, i f the D i v i s i o n 

provides f o r an o p t i o n a l second w e l l i n each of these 

spacing u n i t s , would t h a t a f f o r d the o p p o r t u n i t y t o Matador 

and the other operators i n the pool t o produce Wolfcamp gas 

from t h i s pool i n t e r v a l t h a t might not otherwise be 

produced? 

A. Correct. 

Q. I n a d d i t i o n , i s there an o p p o r t u n i t y t o maximize 

your w e l l l o c a t i o n s i f the cu r r e n t D i v i s i o n r u l e 

requirements f o r w e l l l o c a t i o n s be relaxed from 1650 t o 660 

t o the outer boundary? 
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A. Yes, t h a t would allow us t o maximize the w e l l 

l o c a t i o n s t o the best geologic p o s i t i o n t o encounter the 

most optimum lower Wolfcamp r e s e r v o i r . 

Q. Let's begin t o look, Mr. Emery, a t the data and 

the evidence t h a t you have accumulated t h a t support those 

conclusions. Let's s t a r t , s i r , f o r Mr. Catanach's b e n e f i t , 

having you i d e n t i f y and describe what i s marked as E x h i b i t 

Number 3. 

A. E x h i b i t Number 3 i s a gross lower Wolfcamp pay 

i n t e r v a l isopach map. The contour i n t e r v a l i s 25 f e e t . 

And through the center of the map, c o i n c i d e n t w i t h the pool 

boundary, i s a general t h i c k of t h a t isopached i n t e r v a l . 

H i g h l i g h t e d are the w e l l s t h a t produce from the 

lower Wolfcamp, and those w e l l s are e i t h e r i n or about t h a t 

general isopach t h i c k . 

Q. Let's look a t the cross-section t h a t ' s marked as 

E x h i b i t 4. Set aside E x h i b i t 3 f o r a moment and l e t ' s 

f i r s t look a t E x h i b i t 4, and i d e n t i f y the i n t e r v a l t h a t i s 

being mapped on your gross isopach, which was E x h i b i t 

Number 3. 

A. E x h i b i t Number 4 i s cross-section A-A'. I t ' s a 

s t r a t i g r a p h i c cross-section. The datum i s the top of the 

lower Wolfcamp pay i n t e r v a l as we de f i n e i t . The base i s 

the unconformity t h a t you see below the dark blue c o l o r 

f i l l . And those two boundaries demark the isopached 
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i n t e r v a l t h a t i s represented by E x h i b i t 3, the isopach map. 

A l l r i g h t . Let's make sure we can use t h i s 

d i s p l a y t o i d e n t i f y f o r Mr. Catanach the top of the Red 

Hills-Wolfcamp Gas Pool. How would t h a t be i n d i c a t e d on 

t h i s display? 

A. I t ' s the datum, i t ' s the bold orange l i n e near 

the top of the cross-section. 

Q. I f we get above the orange h o r i z o n t a l l i n e t h a t 

has the word "datum" w r i t t e n , i f we get above t h a t , we are 

i n the Wolfcamp, but i t ' s the upper Wolfcamp, r i g h t ? 

A. Correct. 

Q. And the upper Wolfcamp i s subject t o 320 gas 

spacing, i s i t not? You're outside of the v e r t i c a l l i m i t s 

of t h i s pool, r i g h t ? 

A. Correct. 

Q. a l l r i g h t . When we look a t the base of the Red 

Hills-Wolfcamp Gas Pool, how i s t h a t i n d i c a t e d on t h i s 

d isplay? 

A. By the k i n d of wavy orange l i n e , the 

unconformity, l i k e I s a i d , a t the base of the darker blue 

c o l o r f i l l . 

Q. Okay. Let's go back t o E x h i b i t Number 3, and 

i d e n t i f y on E x h i b i t Number 3 where we f i n d the two w e l l s 

t h a t are the subject of the two-well c r o s s - s e c t i o n , E x h i b i t 

4. 
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A. The two w e l l s are located i n Section 28 of 

Township 25 South, Range 33 East. They are the Red H i l l s 

28 Fed Com 1 and 2 w e l l s . The westernmost w e l l , the w e l l 

i n the northwest of Section 28, i s the Number 2. The w e l l 

i n the northeast quarter i s Well Number 1, the 28 Number 1. 

Q. A l l r i g h t . Let's go t o E x h i b i t 4 now. How f a r 

apart are these two wells? 

A. These two w e l l s are 2 322 f e e t apart. 

Q. The Number 1 w e l l was completed when? 

A. The Number 1 w e l l , o r i g i n a l l y d r i l l e d i n 1985, 

was completed i n 1985 i n the lower Wolfcamp. Subsequent t o 

t h a t , the w e l l has been sidetracked, deepened t o the 

Devonian, and i s c u r r e n t l y producing from the Devonian. 

Q. The Number 2 w e l l was completed when? 

A. I t was completed i n December of 1995. 

Q. And i s c u r r e n t l y producing — 

A. And i s c u r r e n t l y producing from the lower 

Wolfcamp. 

Q. A l l r i g h t . Let me have you i d e n t i f y the evidence 

t h a t supports your f i r s t conclusion, which i s t h a t 

g e n e r a l l y a v a i l a b l e i n the pool there i s a lower p o r t i o n of 

the lower Wolfcamp w i t h i n t h i s pool t h a t r e q u i r e s more than 

one w e l l per s e c t i o n i n order t o p r o p e r l y develop t h a t 

i n t e r v a l . Can you show us the i n t e r v a l i n question? 

A. Yes. 
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Q. How do we see that? 
A. Well, w i t h i n the lower p a r t of the lower Wolfcamp 

— So those would be the darker blue c o l o r f i l l s on the 

cro s s - s e c t i o n , e s p e c i a l l y , you can see t h a t i n t h i s 

r e s e r v o i r system, which consists of r e l a t i v e l y t h i n 

carbonates w i t h i n a package of shale, t h a t t h e r e i s 

d i s c o n t i n u i t y of the t h i n clean carbonate i n t e r v a l s . 

And f o r example, some of the darker blue c o l o r 

f i l l s present i n the Red H i l l s 2 8 Fed Com Number 2 do not 

occur or are not present i n the Number 1 w e l l . 

Q. When we look a t the dark blue c o l o r i n g f o r the 

Number 1 w e l l , was t h i s i n t e r v a l ever t e s t e d i n t h i s w e ll? 

A. I t was — Yes, i t was. I t was completed open 

hole across the whole lower Wolfcamp i n t e r v a l . 

Q. So t h a t would have afforded the o p p o r t u n i t y t o 

whoever completed t h i s w e l l t o have accessed t h a t lower 

Wolfcamp i f i t would produce hydrocarbons? 

A. Correct. 

Q. And what r e s u l t ? 

A. The w e l l produced f o r approximately seven years, 

r e s u l t i n g i n 1.3 — approximately 1.3 BCF of gas produc t i o n 

and about 12,000 b a r r e l s of condensate pr o d u c t i o n . 

Q. Then some 10 years l a t e r the Number 2 w e l l i s 

d r i l l e d ? 

A. Correct. 
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Q. And what happens in this correlative lower 

Wolfcamp i n t e r v a l t h a t we're discussing? 

A. The Number 2 w e l l was completed i n the same lower 

Wolfcamp pay i n t e r v a l . Some of the i n t e r v a l t h a t was 

completed and p e r f o r a t e d , which i s h i g h l i g h t e d by the red 

i n the wellbore t r a c k , i s c o r r e l a t i v e t o the Number 1 w e l l , 

and t h i s w e l l had an i n i t i a l f l o w i n g t u b i n g pressure which 

was on the same size choke or o r i f i c e as the Number 1 w e l l , 

even though the Number 1 w e l l had seemingly been depleted. 

Q. Your conclusion i s , then? 

A. That the Number 1 w e l l d i d not, you know, 

pressure d r a i n even c o r r e l a t i v e u n i t s t o the Number 2 w e l l 

d u r i n g i t s producing l i f e . 

Q. Let's move up the log t o the turquoise-shaded 

i n t e r v a l s , which are gene r a l l y i d e n t i f i e d as t h i s upper fan 

complex. 

A. Correct. 

Q. Make the comparison here i n the Number 1 w e l l and 

the Number 2 w e l l . 

A. The comparison i s t h a t i n general there's more 

c o r r e l a t i o n between the two w e l l s of these clean carbonates 

i n what we've labeled the upper fan complex. But once 

again, seemingly they were not pressure depleted — or 

severely pressure depleted by the production from the 

Number 1 w e l l . 
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Q. i s there evidence on t h i s d i s p l a y t h a t supports 

t h a t opinion? 

A. Yes, i n t h a t some of those i n t e r v a l s were 

p e r f o r a t e d . And as I sta t e d , the i n i t i a l f l o w i n g t u b i n g 

pressure f o r the Number 2 w e l l was almost 4000 pounds, 

compared t o i n i t i a l f l o w i n g t u b i n g pressure of only about 

3000 pounds i n the Number 1 w e l l , a t the same s i z e choke, a 

12/64-inch choke. 

Q. Had these c o r r e l a t i v e i n t e r v a l s i n the upper fan 

complex been i n communication, what would have happened t o 

the pressure i n the Number 2 well? 

A. We would have expected pressure s i m i l a r t o the 

pressure a t the end of the producing l i f e of the Number 1 

w e l l . 

Q. And you d i d not? 

A. And we d i d not. 

Q. I t was higher? 

A. I t was higher. 

Q. By how much, higher? 

A. Almost 1000 p . s . i . 

Q. I s there a geologic explanation f o r the f a c t t h a t 

w e l l s 2 3 00 f e e t apart are not i n pressure communication i n 

t h i s upper fan complex? 

A. Yes. I t h i n k the main explanation f o r 

c o r r e l a t i v e i n t e r v a l s not experiencing the pressure 
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depletion are the permeabilities and, i f you note on the 

Number 2 w e l l , there's some annotation, RSWC. Those are 

r o t a r y s i d e w a l l cores t h a t were taken from some of these 

clean carbonates. cp i s the p o r o s i t y , k i s the 

permeabi1ity. 

A l l of these samples e x h i b i t e d p e r m e a b i l i t i e s of 

less than 1 m i l l i d a r c y . 

Q. When we go back t o E x h i b i t Number 3, you have 

described a two-well example w i t h i n Section 28. I s the 

example you've used t o support your conclusions unique t o 

Section 28? 

A. No. 

Q. I s there other examples i n the pool t h a t 

i l l u s t r a t e t h i s same evidence f o r which you have support 

f o r your conclusions? 

A. Yes. 

Q. Let's t u r n t o E x h i b i t Number 5 and look a t 

another area of the pool. I s E x h i b i t Number 5 color-coded 

and prepared using the same methodology as you used t o 

prepare E x h i b i t Number 4? 

A. Yes, same annotation scheme. 

Q. You have four w e l l s on t h i s c r o s s - s e c t i o n f o r 

t h i s d i s p l a y , r i g h t ? 

A. Correct. 

Q. S t a r t i n g from r i g h t t o l e f t , l e t ' s o r i e n t the 
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Examiner and have you identify each of the wells and give 

us a s h o r t summary. 

A. Okay. This i s s t r a t i g r a p h i c c r o s s - s e c t i o n B-B'. 

S t a r t i n g from r i g h t i s the Red H i l l s U n i t Number 2 w e l l , 

which i s s i t u a t e d i n the northeast quarter of Section 5 of 

Township 26 South, Range 3 3 East. 

Progressing t o the l e f t i s the Red H i l l s U n i t 

Number 1 i n the southeast of Section 32, the township t o 

the n o r t h . This w e l l i s also the discovery w e l l f o r the 

p o o l . 

The next w e l l t o the l e f t i s the Red H i l l s U n i t 

Number 4. I t ' s a w e l l we r e c e n t l y d r i l l e d , c u r r e n t l y 

completing i n the Devonian. 

And f i n a l l y i s the Red H i l l s U n i t Number 3 on the 

l e f t side of the cross-section, which i s i n the southwest 

q u a r t e r of Section 5 of Township 2 6 South, Range 3 3 East. 

Q. Okay, l e t ' s s t a r t w i t h the one on the f a r l e f t , 

the Red H i l l s U n i t 3. This w e l l i s d r i l l e d through a l l the 

Wolfcamp i n t e r v a l s , o r i g i n a l l y was d r i l l e d t o the Devonian, 

I believe? 

A. Correct. 

Q. I t c u r r e n t l y produces from what i n t e r v a l ? 

A. From the upper Wolfcamp, you can see on the very 

f a r l e f t of the cross-section the p e r f o r a t e d i n t e r v a l i n 

the Number 3 i s from 13,017 t o 13,292 f e e t , s e l e c t e d p e r f s 
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w i t h i n t h a t gross i n t e r v a l . 

Q. Those c u r r e n t p e r f o r a t i o n s are above the top of 

the v e r t i c a l l i m i t s f o r the Red Hills-Wolfcamp Gas Pool, 

c o r r e c t ? 

A. Correct, they're above the bold orange l i n e , 

which i s also labeled "Datum". 

Q. Okay. You have not t e s t e d the Wolfcamp pool 

i n t e r v a l i n t h i s w e l l , have you? 

A. No, s i r . 

Q. You have the modern l o g t h a t you have annotated 

and correlated? 

A. Correct. 

Q. A l l r i g h t . Let's go t o the Number 4 w e l l . This 

i s the w e l l i n Section 32 t h a t i s only 1458 f e e t west of 

the discovery w e l l , correct? 

A. Correct. 

Q. The discovery w e l l i s the Number 1. I t commenced 

producing when? 

A. I t was completed i n 1964 as a dual Atoka-Lower 

Wolfcamp producer. I t ' s c u r r e n t l y producing only from the 

lower Wolfcamp. 

Q. When we look a t the t o t a l accumulated gas 

production from the Wolfcamp f o r the discovery w e l l , what 

t o t a l volume do you have reported? 

A. The cumulative production i s 13 BCF and 436,000 
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b a r r e l s of condensate. 

Q. Moving back t o the Number 4 w e l l , t h i s w e l l i s 

the w e l l t h a t ' s being d r i l l e d now, and you're t e s t i n g or 

t r y i n g t o complete i n the Devonian? 

A. Correct. 

Q. During the course of d r i l l i n g t h a t w e l l , d i d you 

take advantage of the o p p o r t u n i t y t o t e s t i n any f a s h i o n 

the Wolfcamp i n t e r v a l i n the Red Hills-Wolfcamp Gas Pool? 

A. Yes, we d i d . 

Q. What d i d you do? 

A. Well, a number of t h i n g s happened. While 

d r i l l i n g the w e l l , we experienced very strong gas shows i n 

the lower p a r t of the lower Wolfcamp pay. So i n t h i s 

darker blue i n t e r v a l r i g h t above the base of the pay 

i n t e r v a l , the unconformity l i n e . 

Subsequent t o d r i l l i n g t h a t s e c t i o n of the hole, 

we took w i r e l i n e pressure t e s t measurements as w e l l as 

r o t a r y s i d e w a l l cores from w i t h i n the lower Wolfcamp 

i n t e r v a l . 

Q. Let's compare the 1 and the 4 w e l l and go back t o 

your f i r s t geologic conclusion, which i s t h a t i n the lower 

Wolfcamp p o r t i o n of t h i s pool there are Wolfcamp i n t e r v a l s 

t h a t have s u f f i c i e n t gas accumulation t o be produced by an 

o p t i o n a l second w e l l t h a t were not a v a i l a b l e f o r p r o d u c t i o n 

i n the parent w e l l . True? 
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A. True. 

Q. Show us how t h i s i l l u s t r a t e s t h a t . 

A. This zone a t the very base of the lower Wolfcamp 

i n the Red H i l l s Unit Number 4 — so the lowest, most dark-

blue c o l o r f i l l — i s not present or i s not c o r r e l a t i v e — 

the c o r r e l a t i v e u n i t doesn't e x i s t i n the Red H i l l s U n i t 

Number 1. 

We experienced very strong gas shows w h i l e 

d r i l l i n g from t h i s i n t e r v a l . The RFT pressure 

measurements, which are v a l i d , measured 10,574 p . s . i . , 

which i s p r a c t i c a l l y v i r g i n pressure, t h a t the Red H i l l s 

U n i t Number 1 w e l l experienced i n d i f f e r e n t i n t e r v a l s 

w i t h i n the lower Wolfcamp. 

And t h a t same u n i t also e x i s t s i n the lower p a r t 

of the lower Wolfcamp i n the Red H i l l s U n i t Number 3, but 

not t e s t e d . 

Q. Okay, go back t o the discovery w e l l , the l o g f o r 

the Number l . Look above the base of the p o o l , which i s 

the red squiggly l i n e , and you see an i n t e r v a l t h a t has a 

p e r f o r a t i o n symbol i n red? 

A. Correct. 

Q. That lower Wolfcamp i n t e r v a l has been accessed 

and produced f o r what, some 3 5 years? 

A. Correct. 

Q. When we move over t o the Number 4 w e l l and look 
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at that correlative interval, despite the discovery well 

producing f o r some 35 years, what d i d you f i n d the pressure 

t o be i n the i n t e r v a l i n the Number 4 well? 

A. Our RFT measurements i n t h a t c o r r e l a t i v e i n t e r v a l 

were a l l greater than 62 00 p . s . i . Those pressure 

measurements — We d i d not reach a s t a b i l i z e d r e s e r v o i r 

pressure. I f you look across the log t r a c k a t the r o t a r y 

s i d e w a l l core p e r m e a b i l i t i e s , very low p e r m e a b i l i t y , .027, 

.018 m i l l i d a r c i e s . I t would have taken an e x o r b i t a n t 

amount of time f o r us t o allow the pressure b u i l d u p t o 

r e s e r v o i r pressure. 

But what we can s t a t e i s t h a t the minimum 

pressure i n t h a t r e s e r v o i r , which i s c o r r e l a t i v e t o the 

Number 1 w e l l , exceeds 62 00 p . s . i . 

Q. Okay. I n your opinion, i s i t necessary t o have 

the Number 4 w e l l a v a i l a b l e f o r production i n t h i s zone, i n 

order t o recover gas t h a t might not otherwise be produced 

by the discovery well? 

A. Yes, i t i s . 

Q. And t h i s pressure d i f f e r e n t i a l over t h a t 1400 

f e e t i s of s u f f i c i e n t magnitude t o support t h a t conclusion? 

A. Yes. 

Q. Let's continue up the wellbore and make the same 

comparison i n the 1 and the 4 w e l l when we get t o the 

turquoise-coded i n t e r v a l s . What's occurred here? 
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A. These i n t e r v a l s , l i k e w i t h the previous cross-

s e c t i o n , are more c o r r e l a t i v e between the two w e l l s . And 

you can see i n the Red H i l l s U n i t Number 1, coded again by 

the red boxes, i n t e r v a l s t h a t were p e r f o r a t e d , we t e s t e d 

and cored some of those i n t e r v a l s i n the Red H i l l s U n i t 

Number 4, pressure-tested. And l i k e w i t h the lower p a r t of 

the lower Wolfcamp, we witnessed pressures exceeding 6000 

p . s . i . from those i n t e r v a l s t h a t are c o r r e l a t i v e t o 

i n t e r v a l s i n the Number 1 w e l l . 

Q. I s there a geologic explanation f o r the pressure 

f a c t t h a t the discovery w e l l i n t h i s i n t e r v a l on average 

has s l i g h t l y over 2100 pounds? You move 1400 f e e t away, 

and you get a pressure t h a t ' s about 2 1/2 time higher. 

A. I t h i n k the explanation i s , the p e r m e a b i l i t y of 

these r e s e r v o i r s i s q u i t e low, and so we have witnessed 

some pressure drawdown, but i t ' s very i n e f f i c i e n t . 

Q. G e o l o g i c a l l y , what i s your conclusion, then, 

about the optimum opp o r t u n i t y t o develop t h i s resource i n 

terms of the number of w e l l s per section? 

A. Well, because of the r e s e r v o i r c h a r a c t e r i s t i c s , 

low p e r m e a b i l i t y , the l e n t i c u l a r nature of some of these 

clean carbonate beds, my conclusion i s t h a t you need a t 

l e a s t two w e l l s per sec t i o n t o capture the reserves i n t h i s 

lower Wolfcamp r e s e r v o i r system. 

Q. Let's t u r n t o E x h i b i t Number 6 and have you 
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i d e n t i f y and describe E x h i b i t Number 6. 

A. E x h i b i t Number 6 i s also an isopach map. The 

contour i n t e r v a l i s ten f e e t . And t h i s i s a summation — 

This map represents a summation of the clean carbonates 

w i t h i n t h i s lower Wolfcamp i n t e r v a l , pay i n t e r v a l . So 

w i t h i n the i n t e r v a l t h a t was mapped on the previous isopach 

map, we are now being d i s c r e t e as j u s t counting clean 

carbonate beds. 

You can see the values range from about zero t o 

7 0-plus f e e t . And l i k e w i t h the other map, there's a 

general t h i c k depicted through the center p a r t of the 

mapped area, i n or about which most of the pr o d u c t i o n i s 

centered. 

Q. What's the c r i t e r i a t h a t causes t h i s t o be c a l l e d 

a net map? 

A. The c r i t e r i a are mainly j u s t clean carbonate. We 

d i d not apply a p o r o s i t y c u t o f f because t y p i c a l l y the 

p o r o s i t i e s are low. 

Q. So i n order t o have a value f o r contour purposes, 

l e t ' s take the Number 2 w e l l i n Section 5. On E x h i b i t 6 i t 

shows 65 feet? 

A. Correct. 

Q. That i s your sum t o t a l of the net clean carbonate 

t h a t you have added up from l o o k i n g a t the l o g t h a t i s 

shown on E x h i b i t 5 f o r t h a t well? 
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A. Correct. 

Q. And so — 

A. Applied a gamma-ray c u t o f f of approximately 50 

API u n i t s . 

Q. And so when we look a t the Number 2 w e l l on 

E x h i b i t 5, the one on the f a r r i g h t , w i t h i n the v e r t i c a l 

l i m i t s of the pool what are you adding together t o gi v e you 

the 65 feet? 

A. B a s i c a l l y the darker blue and turquoise-shaded 

i n t e r v a l s , the clean carbonates depicted by t h a t shading. 

Q. Once you sum those t o t a l s and provide an isopach 

of t h i s f a s hion, then i t becomes a data p o i n t by which the 

petroleum engineer can make some assessments using 

v o l u m e t r i c c a l c u l a t i o n s of h y p o t h e t i c a l drainage areas? 

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

Q. Let's look a t your E x h i b i t Number 6 and have you 

describe f o r us f u t u r e o p p o r t u n i t i e s i n the pool t h a t may 

be made more convenient i f the w e l l - l o c a t i o n requirements 

are relaxed. 

A. Well, c e r t a i n l y a w e l l i n Section 33, the most 

optimal l o c a t i o n would be as f a r as we could get i n the 

northwest quarter of the s e c t i o n , t o be as proximal or near 

t o the isopach t h i c k as we could achieve. 

Q. So would you use t h i s isopach f o r t h i s pool i n 

the same way we would use a net-pay isopach? You would 
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look for the thickest point? 

A. Correct. 

Q. I s there a s t r u c t u r a l component t o the r e s e r v o i r 

t h a t matters t o you? 

A. No, s t r u c t u r e i s very s u b t l e , and none of these 

w e l l s t h a t are completed i n the lower Wolfcamp produce 

appreciable water. There doesn't seem t o be a water l e g . 

Q. So there's no water f a c t o r or component t o 

in f l u e n c e your d e c i s i o n about locations? 

A. No. 

Q. Are there already a number of unorthodox w e l l 

l o c a t i o n s i n the pool? 

A. Yes, there are f i v e unorthodox l o c a t i o n s i n the 

pool. 

Q. Out of a w e l l population of — What was i t , 

seven? 

A. Seven completions i n the lower Wolfcamp. 

Q. So f i v e of the seven are a t unorthodox l o c a t i o n s ? 

A. Correct. 

Q. And some of them are more aggressive than 660, 

are they not? I believe the discovery w e l l i s c l o s e r , 

i s n ' t i t ? 

A. I t ' s 330 from the south l i n e , 2310 from the east 

l i n e . 

Q. A l l r i g h t , Mr. Emery, summarize f o r us your 
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conclusions, why you think it's appropriate to modify the 

pool r u l e s f o r t h i s pool a t t h i s time. 

A. Our summary i s t h a t because of the r e s e r v o i r 

q u a l i t y w i t h i n — of the clean carbonates w i t h i n the lower 

Wolfcamp pay i n t e r v a l , t h a t being the low p e r m e a b i l i t i e s we 

witness — and these are a l l core p e r m e a b i l i t i e s — as w e l l 

as the l e n t i c u l a r nature or heterogeneity of the clean 

carbonates, t h a t one w e l l per 640 acres does not 

e f f i c i e n t l y d r a i n the hydrocarbons from the lower Wolfcamp 

pooled i n t e r v a l . 

MR. KELLAHIN: That concludes my examination of 

Mr. Emery. We move the i n t r o d u c t i o n of h i s E x h i b i t s 3 

through 6. 

EXAMINER CATANACH: E x h i b i t s 3 through 6 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Emery, I was looking a t E x h i b i t Number 4, and 

s p e c i f i c a l l y a t the Number 2 w e l l , and there's an i n t e r v a l 

i n the lower fan complex t h a t apparently was not — Was i t 

not perforated? Or there's two i n t e r v a l s , the second and 

t h i r d from the bottom. 

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

Q. Do you know why those were not produced i n t h a t 

lower i n t e r v a l ? 
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A. To some degree, yes. We took over operations 

from Unocal i n approximately — or S p i r i t 76, approximately 

the end of 1997. When they d r i l l e d t h i s w e l l , they had 

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

the w e l l , they set a cement plug and sidetracked. 

And some annotations i n the f i l e and on some of 

the logs t h a t are i n the f i l e i n d i c a t e d t h a t t h a t was 

across the s i d e t r a c k i n t e r v a l , and t h a t was the reason t h a t 

they d i d not p e r f o r a t e and t r y t o produce t h a t p a r t i c u l a r 

i n t e r v a l i n the 28 Number 2. 

Q. Doesn't have anything t o do w i t h the pr o d u c t i v e 

c a p a b i l i t y of t h a t i n t e r v a l ? 

A. To my knowledge, no. There was a r o t a r y s i d e w a l l 

core taken from one of those i n t e r v a l s , which demonstrates 

p e r m e a b i l i t i e s t h a t are low, but no worse than some other 

t h i n g s t h a t were pe r f o r a t e d . 

Q. So would you expect t h a t i n t e r v a l t o be 

productive? 

A. Yes. 

Q. Some of the other i n t e r v a l s i n the — what you're 

c a l l i n g the upper complex, appear t o be f a i r l y t h i n zones 

t h a t are not c o r r e l a t a b l e from w e l l t o w e l l . Would you 

expect some of those zones t o be productive? 

A. Yes. I ' l l c a l l your a t t e n t i o n t o the Red H i l l s 

U n i t Number 1. There i s a d r i l l stem t e s t t h a t covered a 
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long i n t e r v a l but t e s t e d some of those r e l a t i v e l y t h i n 

upper fan complex clean carbonates only, and a t the end of 

the t e s t i t was f l o w i n g a t a r a t e of approximately 12 

m i l l i o n cubic f e e t per day. The f i n a l s h u t - i n pressure was 

10,400 p . s . i . We t h i n k t h a t evidences some of the 

pro d u c t i v e c a p a b i l i t i e s of these r e l a t i v e l y t h i n , t i g h t 

carbonate u n i t s . 

Q. That DST was j u s t of the upper complex? 

A. Correct. The base of the DST i n t e r v a l i s a t the 

base of the k i n d of red-orange box t h a t you see i n the 

wellbore t r a c k a t 13,499. 

Q. On t h a t same e x h i b i t , the lowermost zone, i t 

appears t h a t t h a t zone was not produced i n the Red H i l l s 

U n i t Number 2; i s t h a t correct? 

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

Q. Do you know why t h a t may not have been produced? 

A. I have no knowledge as t o why t h a t was not 

pe r f o r a t e d . I t h i n k you're p o i n t i n g a t something t h a t 

was — i n the Number 2, was p e r f o r a t e d on e i t h e r s i d e , but 

not p e r f o r a t e d above and below. 

Q. Do you know what the o r i g i n a l r e s e r v o i r pressure 

g e n e r a l l y would have been i n t h i s i n t e r v a l ? 

A. Our best guess i s the d r i l l stem t e s t from the 

Red H i l l s U n i t Number 1. The i n i t i a l pressure was 11,280 

pounds, the f i n a l s h u t - i n pressure was 10,400 p . s . i . 
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We witnessed i n the Red H i l l s U n i t Number 4, i n 

i t s lowestmost i n t e r v a l , 10,574 p . s . i . 

So somewhere between 10,400 and 11,000 p . s . i . i s 

probably the o r i g i n a l r e s e r v o i r pressure. 

Q. So i n the Red H i l l s U n i t Number 4, t h a t lowermost 

i n t e r v a l , you t h i n k t h a t t h a t ' s v i r g i n pressure? 

A. Yes. 

Q. So you don't f e e l l i k e t h a t zone has been 

produced by any other well? 

A. No. 

Q. T e l l me what you t h i n k the p o t e n t i a l i s f o r 

d r i l l i n g w e l l s out here. I s there going t o be two wells? 

And i n which sections, do you thi n k ? 

A. Depending on the completion — Well, t o begin 

w i t h , we would l i k e t o recomplete the Red H i l l s U n i t Number 

3 i n t o t h i s r e s e r v o i r system. We t h i n k t h a t ' s an 

o p p o r t u n i t y t h a t we have a wellbore i n already. 

At some l a t e r date we would l i k e t o have the 

a b i l i t y t o produce t h i n g s we already seen i n the Red H i l l s 

U n i t Number 4 also , e i t h e r by recompleting i n t h i s w e l l or 

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

reserves t h a t we see i n t h i s w e l l . 

Section 3 3 i s u n d r i l l e d , but i f successful w i t h 

the f i r s t w e l l i n the northwest of Section 3 3 we would 

c e r t a i n l y s t r o n g l y consider a second w e l l , probably i n the 
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southwest of Section 33. 

Q. Do you know why 3 3 — Was there never a w e l l 

d r i l l e d i n 33? 

A. No, s i r . 

Q. Do you know why not? 

A. The Red H i l l s U n i t Number 1 and 2 w e l l s have 

produced, combined, almost 32 BCF of gas, and the f e a r was 

t h a t — or Unocal's i n t e r p r e t a t i o n was t h a t those two w e l l s 

had drained a s u b s t a n t i a l l y large area and t h a t a w e l l i n 

3 3 would probably experience d e p l e t i o n due t o t h a t 

p r oduction. 

Also, I t h i n k u n t i l r e c e n t l y , e s t a b l i s h i n g the 

t r e n d or o r i e n t a t i o n of the t h i c k w i t h i n t h i s Wolfcamp has 

only been achieved by some of the recent w e l l a c t i v i t y , 

e s p e c i a l l y t o the no r t h . 

Q. So do you t h i n k there's any p o t e n t i a l up i n 

Sections 28 or 21? 

A. Yes, s i r . We do not c u r r e n t l y have any 

leaseholds i n Section 21, but i t c e r t a i n l y seems t o me t h a t 

t h e r e i s an op p o r t u n i t y i n the northern h a l f of Section 21 

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

Twenty-eight, another pos s i b l e w e l l l o c a t i o n i n 

the southwest. And a w e l l l o c a t i o n i n the southeast of 

Section 29, which i s outside of the pool. 

Q. Do you know of any geologic reason why the upper 
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and lower Wolfcamp were segregated? 

A. By pressure. The lower Wolfcamp i s 

overpressured, as you've witnessed, and the upper Wolfcamp 

t y p i c a l l y has a lower pressure g r a d i e n t , almost a normal 

pressure g r a d i e n t , .45 p . s . i . per f o o t . 

EXAMINER CATANACH: I have no f u r t h e r questions. 

Mr. Kellahin? 

MR. KELLAHIN: Mr. Examiner, our l a s t witness i s 

Mr. Gary Chandler. Mr. Chandler i s a petroleum engineer. 

GARY CHANDLER. 

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. KELLAHIN: 

Q. For the record, s i r , would you please s t a t e your 

name and occupation? 

A. My name i s Gary Chandler. I am a r e s e r v o i r 

engineer f o r Matador E&P Corporation i n Dal l a s , Texas. 

Q. As p a r t of your employment r e s p o n s i b i l i t i e s f o r 

Matador, have you looked a t the production and pressure 

i n f o r m a t i o n t h a t ' s a v a i l a b l e from the various w e l l s i n the 

Red Hills-Wolfcamp Gas Pool? 

A. Yes, s i r , I have. 

Q. And based upon your study of t h a t i n f o r m a t i o n , 

are you able t o reach engineering conclusions which support 
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the geologic conclusions that Mr. Emery just expressed for 

us? 

A. Yes, s i r . 

MR. KELLAHIN: We tender Mr. Chandler as an 

expert r e s e r v o i r engineer. 

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

Q. (By Mr. Ke l l a h i n ) Let's t a l k g e n e r a l l y , Mr. 

Chandler, about the r e s e r v o i r , and one of the f i r s t t o p i c s 

i s t o ask you whether or not you took Mr. Emery's net clean 

carbonate isopach and attempted t o do some simple 

v o l u m e t r i c c a l c u l a t i o n s ? 

A. Yes, I d i d . 

Q. And you've completed t h a t work? 

A. Yes. 

Q. Let's look a t i t . Have you formatted i t i n the 

form of a display? 

A. Yes, I have. 

Q. And how i s t h a t d i s p l a y i d e n t i f i e d ? 

A. I be l i e v e i t ' s — 

Q. Number 7, I believe i t i s ? 

A. — Number 7, yes. 

Q. A l l r i g h t . For each of the sections w i t h i n the 

pool , you have i n f o r m a t i o n w i t h regards t o how many w e l l s , 

and you've gone through a various summary of data points? 

A. Yes, s i r . 
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Q. When we look at the far right side, if you assume 

a 75-percent recovery f a c t o r , then the numbers i n t h a t f a r 

r i g h t column w i l l represent estimated areas drained by the 

w e l l s i n t h a t section? 

A. Correct. 

Q. A l l r i g h t . 

A. Also, i t ' s from the GUR, not j u s t the cum 

prod u c t i o n , i t ' s the GUR. 

Q. A l l r i g h t . You're e s t i m a t i n g the u l t i m a t e gas 

recovery f o r those wells? 

A. Estimating — Right, yes, s i r . 

Q. Let's s t a r t i n Section 28. This i s the two-well 

comparison t h a t Mr. Emery had f o r us of the 28-1 and -2 

w e l l . These w e l l s are 2300 f e e t apart. When you do your 

v o l u m e t r i c c a l c u l a t i o n , those two w e l l s , using t h i s 

a n a l y s i s , have drained approximately how many acres? 

A. Approximately 78 acres. 

Q. When you look up i n Section 1 t h a t i s t he 

abandoned w e l l t h a t has the Enron name associated w i t h i t , 

i n Section 21 — 

A. Section 21, yes. 

Q. Yeah, t h a t ' s the w e l l , the data p o i n t f o r t h a t 

w e l l ? 

A. Yes. 

Q. And you c a l c u l a t e d i t was so poor i t b a r e l y 
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recovered one acre? 

A. Right. 

Q. A l l r i g h t . So f o r t h a t general area of the pool, 

what i s your engineering conclusion about the necessity f o r 

a second o p t i o n a l w e l l i n a section? 

A. I t h i n k i t ' s f a i r l y conclusive t h a t you need a 

second o p t i o n a l w e l l t o develop the reserves. 

Q. When we look a t Mr. Emery's cross-sections, t h e r e 

i s a l o t of pressure data on those e x h i b i t s , i s t h e r e not? 

A. Yes, s i r . 

Q. And t h a t ' s i n f o r m a t i o n t h a t you're u l t i m a t e l y 

f a m i l i a r w i t h and have p a r t i c i p a t e d i n e v a l u a t i n g ; i s t h a t 

not true? 

A. Yes, s i r . 

Q. When we look a t the comparison between the w e l l s 

i n Section 28, the 1 and the 2 — 

A. Yes. 

Q. — there, i n f a c t , i s a s u b s t a n t i a l d i f f e r e n c e 

w i t h regards t o the pressure between c o r r e l a t i v e zones i n 

those two wellbores, i s there not? 

A. Yes, s i r . 

Q. That leads you t o what engineering conclusion? 

A. That a t the abandonment of the Number 1 w e l l i t s 

pressure had been depleted, and when the Number 2 w e l l was 

d r i l l e d you came i n a t e s s e n t i a l l y v i r g i n pressure, and 
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t h a t 2300 f e e t away. 

Q. That t e l l s you what w i t h regards t o the necessity 

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

A. That i n t h i s case you needed a t l e a s t two w e l l s 

t o d r a i n the reserves. 

Q. You have t a b u l a t e d estimated drainage areas f o r 

nine s e c t i o n s , r i g h t ? 

A. Yes, s i r . 

Q. And of the nine sections, only two of those 

sections have had w e l l s t h a t would produce more than 32 0 

acres of gas using t h i s a n a l y s i s ; i s t h a t true? 

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

Q. Let's look a t those two w e l l s . One has 580 acres 

associated w i t h i t . I t ' s i n Section 32. That i s the 

discovery w e l l , i s n ' t i t ? 

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

Q. When we look immediately t o the south, the Number 

2 w e l l i n Section 5 has, using t h i s method, an acreage 

drained associated w i t h i t of 965 acres? 

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

Q. So those w e l l s are how f a r apart now? They're 

about 1480 f e e t apart? 

A. About — That's c o r r e c t . 

Q. So i n combination, those two w e l l s have enjoyed 

the o p p o r t u n i t y t o d r a i n approximately 1400, 1500 acres? 
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A. 1500 acres, more or les s , yes, s i r . 

Q. Yet 35 years l a t e r , Matador can come along and 

t e s t the Number 4 w e l l , which i s 1458 f e e t away from the 

discovery w e l l , and get a s u b s t a n t i a l pressure d i f f e r e n t i a l 

i n these i n t e r v a l s t h a t are supposed t o be drained? 

A. Correct. 

Q. And the Number 4 w e l l would have been w i t h i n the 

h y p o t h e t i c a l drainage area of the Number 1 and Number 2 

well? 

A. Correct. 

Q. Well, how do you ex p l a i n t h i s ? 

A. There i s perhaps a p e r m e a b i l i t y b a r r i e r , a 

b a f f l i n g , between the Number 1 w e l l and Number 4 w e l l . 

Q. Would the f a c t t h a t you can c a l c u l a t e 965 acres 

drained by the Number 2 w e l l i n Section 5, would t h a t cause 

you t o b e l i e v e t h a t you shouldn't also explore the 

o p p o r t u n i t y f o r a second w e l l i n t h a t section? 

A. No. Again, t h i s i s a very s i m p l i s t i c v o l u m e t r i c 

c a l c u l a t i o n , assuming only a net clean carbonate. There's 

a p o s s i b i l i t y t h a t more of the i n t e r v a l i s c o n t r i b u t i n g 

than t h a t . 

Q. Okay, l e t ' s look a t t h a t i n t e r v a l on E x h i b i t 

Number 5. Mr. Emery's got l o t s of pressure i n f o r m a t i o n 

a v a i l a b l e t o us. 

Describe f o r us, Mr. Chandler, the type of data 
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t h a t you u t i l i z e as a r e s e r v o i r engineer t o come t o your 

r e s e r v o i r engineering conclusions about the nece s s i t y f o r a 

second w e l l w i t h i n these sections. 

A. Well, the f i r s t t h i n g I d i d — or one of the 

th i n g s I d i d was, from the Red H i l l s U n i t Number 1, i n 

March of 1994 there was a buildup performed by Unocal a t a 

maximum s h u t - i n bottomhole pressure of 2158 p . s . i . a f t e r 

164 hours. I f you c o r r e c t t h a t t o the midpoint of p e r f s , 

i t gives a max s h u t - i n bottomhole pressure of 2714. 

I f you do the c a l c u l a t i o n s t o come up w i t h 

average r e s e r v o i r pressure a t t h a t time, i t was 2750 p . s . i . 

And t h i s , again, was March of 1994. I n the zones t h a t are 

open i n the 1 and — or t h a t are c o r r e l a t a b l e t o the 1 and 

4, t h a t would be e s s e n t i a l l y t o those 6200- t o 6700-p.s.i. 

zones from the RFT p o i n t s . 

So we're over twice as high from a 1994 data 

p o i n t t h a t should be lower than t h a t by now, since the w e l l 

has been producing since then. 

And also, a pressure buildup a n a l y s i s was done on 

the Red H i l l s Number 2 i n August of 1998. At t h a t p o i n t i n 

time, i n the Number 2, the average r e s e r v o i r pressure 

showed 1890 p . s . i . , again from the -- t h i s i s from the 

t o t a l zone, obviously, since i t ' s — you know, t o t a l 

p e r f o r a t e d zone. But t h a t would compare t o the 62 00 t o 

6700 p . s . i . from the RFTs. 
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Q. What does t h a t t e l l you about the nece s s i t y t o 

have an o p t i o n a l second w e l l i n the section? 

A. That a t t h i s p o i n t , t h a t a t 1400 f e e t away, 

you're not e f f i c i e n t l y d r a i n i n g i t , and you need a second 

w e l l i n the s e c t i o n . 

Q. Would t h a t second w e l l a f f o r d the o p p o r t u n i t y t o 

recover gas t h a t might not otherwise be produced? 

A. Yes, s i r . 

MR. KELLAHIN: That concludes my examination of 

Mr. Chandler. We move the i n t r o d u c t i o n of h i s E x h i b i t 

Number 7. 

EXAMINER CATANACH: E x h i b i t Number 7 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Chandler, have you an explanation why those 

two w e l l s i n Section 32 — the one i n Section 3 2 and the 

one i n Section 5 — d r a i n such a large area? 

A. Kind of. As Mr. Emery said, t h i s i s an 

overpressured zone, and i t ' s so overpressured t h a t i t looks 

very close t o f r a c g r a d i e n t . I t seems t o me there's a 

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

ki n d of f r a c t u r e d t h a t whole gross i n t e r v a l , and instead of 

j u s t the net clean carbonate c o n t r i b u t i n g , you've got a 

f r a c t u r e system t h a t ' s extensive enough t h a t allows the 
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whole system to contribute into these fracture systems, 

which may p i c k up another one t o two percent p o r o s i t y over 

the whole 360-foot i n t e r v a l . That would cut these acreages 

by more than h a l f , i f you look a t i t t h a t way. 

That's one explanation. And M a r t i n i s s t i l l 

working on t h a t t o — you know, t o see i f t h a t ' s a v a l i d 

k i n d of assumption. 

Q. Well, why would t h a t j u s t have an e f f e c t on those 

two wells? 

A. My guess i s t h a t there's only spots i n the 

r e s e r v o i r t h a t t h i s happens, t h a t you develop t h i s — as 

you're developing t h i s overpressuring, t h a t the rock breaks 

at c e r t a i n p o i n t s and doesn't a t other p o i n t s . Otherwise, 

I would expect a l l the w e l l s t o have been, you know, 

boomers. 

That's — i t k i n d of f i t s — or t o my mind, i t ' s 

f i t t i n g together t h a t i f you have k i n d of a low m a t r i x 

p e r m e a b i l i t y and where you're g e t t i n g t h i s e x t r a 

f r a c t u r i n g , you can get very, very good w e l l s . Where you 

get j u s t a l i t t l e b i t of t h a t f r a c t u r i n g you can get, you 

know, c e r t a i n l y economic w e l l s , but you aren't going t o get 

anything l i k e 25-BCF w e l l s , but c e r t a i n l y economic t o 

d r i l l . 

So t h a t ' s what we're hoping f o r . 

Q. I t ' s f a i r l y odd t h a t the f i r s t w e l l t h a t you're 
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hoping to recomplete, the Number 3, is in the section 

t h a t ' s supposedly drained 965 acres. 

A. Yeah. 

Q. Do you a n t i c i p a t e t h a t there are s u b s t a n t i a l 

reserves i n Section 5 t h a t remain t o be recovered? 

A. Yes, based on the — I mean, the Number 4 being 

so close t o the 1 and 2 w e l l s , before you d r i l l e d i t you 

wouldn't have thought you could have had, you know, one 

zone w i t h b a s i c a l l y v i r g i n pressures and the others w i t h , 

you know, s t i l l up t o 6500 p . s . i . So we're c e r t a i n l y 

hopeful t h a t there's s u b s t a n t i a l reserves y e t t o be 

recovered t h e r e . 

Q. Have you done any k i n d of e s t i m a t i o n on those 

reserves? 

A. I have f o r the zone on the Number 4, the high 

pressure zone, the 10,574-p.s.i. zone. That's about 3.4 

BCF. 

i t ' s about 3 BCF. 

Q. But you haven't done any estimates f o r the Number 

3 well? 

On the 6500-p.s.i. zone from the Number 4 w e l l 

A. I have not done any estimates f o r the Number 3, 

no. 

Q. Now, the Number 4 w e l l , i t ' s a Devonian well? 

A. Yes, s i r . 
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Q. You j u s t f i n i s h e d d r i l l i n g i t ? 

A. We've j u s t f i n i s h e d d r i l l i n g i t . I t i s not 

completed y e t i n the Devonian, but i t ' s d r i l l e d and cased 

a t the Devonian, yes, s i r . 

Q. Well, do you a n t i c i p a t e producing the Devonian 

f o r ~ 

A. As long as we — Yes. Yes, s i r . 

Q. Before you come up and recomplete? 

A. Before we come up and recomplete t o the Wolfcamp, 

yes, s i r . 

Q. You're not going t o attempt t o dual complete or 

anything l i k e t h a t ? 

A. No, s i r . I should say, not a t t h i s p o i n t . We're 

going t o s t a r t o f f w i t h a s i n g l e i n the Devonian, and 

depending what t h a t looks l i k e , there's the p o s s i b i l i t y of 

a dual. But most l i k e l y , w e ' l l j u s t w a i t and produce i t 

from the — You know, a f t e r the Devonian i s completed. 

EXAMINER CATANACH: I bel i e v e t h a t ' s a l l I have 

of the witness, Mr. K e l l a h i n . 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. Let me ask you f o r purposes of the record t o 

estimate f o r us what your r e c o l l e c t i o n i s of the c u r r e n t 

producing r a t e s on the discovery w e l l . What's t h a t c u r r e n t 

rate? 
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A. On the discovery w e l l i t ' s about 250 MCF per day. 

Q. And on the Number 2 w e l l i n Section 5, i t ' s s t i l l 

producing a t what rate? 

A. About 750 MCF per day. 

EXAMINER CATANACH: I n Section 5, t h a t would be 

the — 

MR. KELLAHIN: — the Number 2. 

THE WITNESS: — Number 2. 

EXAMINER CATANACH: I'm so r r y , 7? 

THE WITNESS: 750, yes, s i r . 

MR. KELLAHIN: Mr. Examiner, the only matter 

remaining i s the i n t r o d u c t i o n of the c e r t i f i c a t e of 

n o t i f i c a t i o n . I t ' s E x h i b i t Number 2. We would ask t h a t 

t h a t e x h i b i t be admitted a t t h i s time. 

EXAMINER CATANACH: E x h i b i t Number 2 w i l l be 

admitted as evidence. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n . 

EXAMINER CATANACH: Okay. Mr. K e l l a h i n , t he only 

problem I see remaining i s the operator i n Section 21. I 

don't know who t h a t i s . 

MR. KELLAHIN: I don't know the s t a t u s of the 

w e l l . I assume by i n a c t i v e t h a t i t d i d n ' t r e q u i r e n o t i c e , 

but I ' l l recheck t h a t t o see what the s t a t u s i s of t h a t 

s e c t i o n . 

EXAMINER CATANACH: Well, apparently i t ' s not 
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plugged, so i f i t ' s s t i l l out there and i t i s a Wolfcamp 

w e l l , t h a t operator probably should be provided n o t i c e . 

MR. KELLAHIN: We'll check i n t o i t and advise 

you, Mr. Examiner. 

EXAMINER CATANACH: So why don't we — Let me go 

ahead and continue the case f o r two weeks, and then you can 

advise me as t o the status of t h a t i n a couple of weeks. 

I f you do provide n o t i c e t o somebody, we may need t o 

continue i t an a d d i t i o n a l , two weeks a f t e r t h a t . 

MR. KELLAHIN: Let's see what happens t o the 

research, and i f i t ' s s t i l l a wellbore i n the Wolfcamp, 

w e ' l l contact Enron and see i f they have any o b j e c t i o n t o 

what we're doing. 

EXAMINER CATANACH: Okay. There being nothing 

f u r t h e r , w e ' l l continue the case f o r two weeks. 

(Thereupon, these proceedings were concluded a t 

9:39 a . m . ) 
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