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EXAMINER CATANACH: A t t h i s t i m e w e ' l l 

c a l l Case 1 0 4 2 3 . 

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

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

u n o r t h o d o x gas w e l l l o c a t i o n , Eddy C o u n t y , New 

M e x i c o . 

EXAMINER CATANACH: A r e t h e r e 

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

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

my name i s W i l l i a m F. C a r r w i t h t h e S a n t a Fe l a w 

f i r m o f C a m p b e l l , C a r r , B e r g e & S h e r i d a n . I 

r e p r e s e n t MW P e t r o l e u m C o r p o r a t i o n a n d A p a c h e 

C o r p o r a t i o n , a n d I h a v e t w o w i t n e s s e s . 

EXAMINER CATANACH: O t h e r a p p e a r a n c e s ? 

MR. KELLAHIN: Mr. E x a m i n e r , I'm Tom 

K e l l a h i n o f t h e S a n t a Fe l a w f i r m o f K e l l a h i n , 

K e l l a h i n & A u b r e y . I'm a p p e a r i n g on b e h a l f o f 

M a r a t h o n O i l Company. 

MR. CARR: May i t p l e a s e t h e E x a m i n e r , 

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

P o l a s e k and Ms. L e o n a r d . T h e y ' v e b o t h b e e n 

p r e v i o u s l y s w o r n a n d q u a l i f i e d , a n d I w o u l d 

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

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

p r o f e s s i o n s t o t e s t i f y i n t h i s c a s e . 
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EXAMINER CATANACH: L e t t h e r e c o r d so 

r e f l e c t . 

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

P o l a s e k . 

JOHN F. POLASEK 

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

was e x a m i n e d a n d t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. CARR: 

Q. What d o e s MW P e t r o l e u m s e e k i n t h i s 

c a s e ? 

A. We s e e k t o d r i l l i n an u n o r t h o d o x 

l o c a t i o n i n t h e I n d i a n B a s i n f i e l d i n S e c t i o n 13 

i n T r a c t D, 330 f r o m t h e n o r t h a n d 330 f r o m t h e 

e a s t -- o r f r o m t h e w e s t l i n e , c a l l e d t h e No. 2 

HOC F e d e r a l Gas U n i t . 

Q. T h i s i s i n 13 o f 22 S o u t h , 23 E a s t ? 

A. C o r r e c t . 

Q. And t h e s p a c i n g f o r t h e I n d i a n B a s i n 

p o o l — t h i s i s a c t u a l l y t h e o f f s e t t i n g s e c t i o n 

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

A. C o r r e c t . 

Q. W e ' l l s t i l l be a t 640 a c r e s ? 

A. 640 a c r e s , c o r r e c t , a n d 1 6 5 0 . 

Q. And be i n t h e s e t b a c k ? 

RODRIGUEZ-VESTAL REPORTING 
( 5 0 5 ) 9 8 8 - 1 7 7 2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

1 4 

1 5 

1 6 

1 7 

1 8 

1 9 

20 

2 1 

2 2 

2 3 

2 4 

2 5 

6 

A. Be i n t h e s e t b a c k . 

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

t h i s a r e a a f f e c t e d by t h i s a p p l i c a t i o n ? 

A. I have . 

0. C o u l d you r e f e r t o what has been marked 

as MW/Apache E x h i b i t No. 1, i d e n t i f y t h a t , and 

r e v i e w i t f o r Mr. Catanach. 

A. MW -- E x h i b i t No. 1 i s Form C-102 

sho w i n g t h e p r o p o s e d l o c a t i o n f o r t h e No. 2 HOC, 

t h e MW P e t r o l e u m HOC Gas F e d e r a l U n i t , and a l s o 

t h e l o c a t i o n o f t h e No. 1 HOC F e d e r a l Gas Com. 

U n i t . 

Q. What's t h e c u r r e n t s t a t u s o f t h a t No. 1 

w e l l ? 

A. The No. 1 w e l l i s p r e s e n t l y p r o d u c i n g 

gas i n q u a n t i t i e s o f 10 t o 15 Mcf p e r day a t 

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

Q. What do you p r o p o s e t o do w i t h t h a t 

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

A. We p r o p o s e t o p l u g i t . 

Q. L e t ' s move t o E x h i b i t No. 2. C o u l d you 

i d e n t i f y t h a t and r e v i e w i t f o r t h e Examiner. 

A. E x h i b i t No. 2 i s a s t r u c t u r a l 

c r o s s - s e c t i o n , C-C p r i m e , and — 

Q. I s t h e r e a l s o an i n d e x map on t h i s 
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e x h i b i t ? 

A. Yes. There a r e two maps on t h a t . The 

two maps a r e , as we've seen p r e v i o u s l y , t h e 

s t r u c t u r e map on t o p o f t h e Penn on t h e 

r i g h t - h a n d s i d e o f t h e c r o s s - s e c t i o n . And on t h e 

l e f t - h a n d s i d e i s t h e s t r u c t u r e map on t h e base 

of t h e r e e f , C i s c o Canyon r e e f , w h i c h i s t h e 

r e s e r v o i r r o c k i n q u e s t i o n . 

Q. Now, Mr. P o l a s e k , b e f o r e we go on, we 

are moving t h e w e l l , or t h e p r o p o s e d w e l l 

e n c r o a c h e s t o t h e n o r t h and west? 

A . C o r r e c t . 

Q, From a s t a n d a r d l o c a t i o n ? 

A. C o r r e c t . 

Q. Co u l d you r e f e r t o , I guess, t h e 

s t r u c t u r e map on t h e r i g h t on t h i s e x h i b i t and 

j u s t r e v i e w t h e o f f s e t t i n g o w n e r s h i p n o r t h , 

n o r t h w e s t , and w e s t . 

A. Okay. The o f f s e t t i n g o w n e r s h i p t o t h e 

n o r t h i s Apache and Oryx. Apache has — 

MW/Apache has 50 p e r c e n t w o r k i n g i n t e r e s t . To 

t h e n o r t h w e s t i n S e c t i o n 1 1 , i t ' s MW/Apache 100 

p e r c e n t w o r k i n g i n t e r e s t . And i n t h i s p r e s e n t 

l e a s e i n S e c t i o n 13, Apache has 93 p e r c e n t and 

Oryx has t h e r e m a i n i n g . 
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Q. What a b o u t t h e s e c t i o n t o t h e west? 

A. S e c t i o n t o t h e west i s M a r a t h o n . 

Q. And does Conoco a l s o own an i n t e r e s t i n 

t h a t t r a c t — Chevron? I'm s o r r y . 

A. I b e l i e v e Chevron has a s m a l l i n t e r e s t 

i n t h a t t r a c t . 

Q. And t h e s u b j e c t t r a c t i s S e c t i o n 13? 

A. S e c t i o n 13. 

L e t ' s go ahead and r e v i e w y o u r E x h i b i t 

No 

Okay. E x h i b i t No. 2 i s a s t r u c t u r a l 

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

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

r i g h t - h a n d s i d e . And i t ' s hung a t t h e same, a t a 

minus 3600 s t r u c t u r e datum. 

The o b v i o u s t h i n g a g a i n i s t h e c o l o r o f 

th e r o c k s i n h e r e , what we c a l l l i t h o f a c i e s o f 

th e r e s e r v o i r r o c k s . The p i n k b e i n g t h e d o l o m i t e 

f a c i e s , o r t h e r e s e r v o i r r o c k t h a t p r o d u c e s i n 

f i e l d . The b l u e b e i n g t h e l i m e s t o n e or t h e 

t i g h t e r r o c k s t h a t have v e r y l i t t l e p o r o s i t y and 

p e r m e a b i l i t y . 

And t h e l i t t l e zones t h a t you have 

s c a t t e r e d t h r o u g h o u t t h i s a r e l i m e y s h a l e s . The 

w e l l or t h e p r o p o s e d l o c a t i o n i s between t h e Pan 
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Am — o r t h e A p a c h e S m i t h No. 1 i n S e c t i o n 11 a n d 

t h e A p a c h e o r M i d w e s t A p a c h e HOC No. 1 Gas U n i t . 

And t h a t i s shown j u s t a b o v e t h e s t r u c t u r e map on 

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

a n d t h e c r o s s - s e c t i o n shows t h a t we c a n g e t 

s t r u c t u r a l l y h i g h e r , a p p r o x i m a t e l y 100 f e e t 

s t r u c t u r a l l y h i g h e r t o t h e HOC gas u n i t . And as 

y o u c a n s e e , w h e r e t h e HOC gas u n i t was 

c o m p l e t e d , t h e u p p e r p a r t , t h e p i n k p a r t 

c o n s t i t u t e d a b o u t 30 f e e t t h i c k . The b o t t o m p a r t 

i s l i m e y . I t was p e r f ' d . 

a n y t h i n g f r o m t h a t b e c a u s e t h a t z o n e was f r a e ' d 

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

mud a c i d on t h e s e w e l l s a n d t h e y come on f a i r l y 

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

i m p o r t a n t i n h e r e , b u t more i m p o r t a n t i s t h e 

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

Q. Now, i s t h a t shown on y o u r E x h i b i t No. 

B a s i c a l l y w h a t t h e s t r u c t u r e map shows 

We d o n ' t be 1 i eve t h e y r e c o v e r e d 

3 ? 

A . Yes, t h a t i s shown on my E x h i b i t No. 

W o u l d y o u i d e n t i f y t h a t , p l e a s e . 

A . T h i s map s a n e t r e s e r v o i r r o c k 
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i s o p a c h o f t h e d o l o m i t e f a c i e s . From t h e two 

p r e v i o u s s t r u c t u r e maps, on t h e t o p o f t h e r e e f 

and t h e base o f t h e r e e f , you can e a s i l y d e r i v e 

t h e t h i c k n e s s o f t h e r e e f . 

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

c o r n e r o f S e c t i o n 13, we a n t i c i p a t e b e i n g 100 

f e e t t h i c k as compared t o t h e w e l l , t h e No. 1 

HOC, w h i c h has a p p r o x i m a t e l y 30 f e e t o f 

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

and s t r a t i g r a p h i c b e t t e r p o s i t i o n f o r t h i s 

p a r t i c u l a r w e l l . 

Q. And does y o u r p r o p o s e d l o c a t i o n 

m aximize t h e s e f a c t o r s ? 

A. I t m a x i m i z e s t h e s e f a c t o r s . 

Q. I n y o u r o p i n i o n i s t h i s t h e b e s t 

l o c a t i o n f r o m a g e o l o g i c p o i n t o f v i e w t o p r o d u c e 

r e m a i n i n g r e s e r v e s under t h i s s e c t i o n ? 

A. C o r r e c t . T h i s i s t h e b e s t l o c a t i o n . 

Q. Were E x h i b i t s 1 t h r o u g h 3 e i t h e r 

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

A. Yes, t h e y were. 

Q. Can you t e s t i f y as t o t h e i r a c c u r a c y ? 

A . l e a n . 

MR. CARR: At t h i s t i m e we w o u l d move 

t h e a d m i s s i o n o f MW/Apache E x h i b i t s 1 t h r o u g h 3. 

RODRIGUEZ-VESTAL REPORTING 
(505) 988-1772 



•1 
_L 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

1 3 

1 9 

2 0 

2 1 

2 2 

2 3 

24 

2 5 

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

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

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

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

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

MR. KELLAHIN: No q u e s t i o n s o f t h i s 

w i t n e s s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Bo you b e l i e v e t h a t t h e n o r t h h a l f o f 

S e c t i o n 13 i s p r o b a b l y t h e o n l y p r o d u c t i v e 

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

A. Yes, I d c. 

Q. Do you know what t h e No. 1 w e l l cum'd? 

A. The No. 1 w e l l cum'd t o d a t e , and i t ' s 

on t h e c r o s s - s e c t i o n t h e r e , a p p r o x i m a t e l y 8.2 Bcf 

of gas and 54,000 b a r r e l s o f c o n d e n s a t e . T h i s i s 

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

t h e r e s e r v o i r . 

When you g e t up on t h e edge o f t h i s 

s t r u c t u r e and on t h e edge o f t h i s r e e f , y o u r 

w e l l s a r e a t l e a s t t h r e e t o f o u r t i m e s b e t t e r . 

Q. You b e l i e v e t h e r e ' s r e m a i n i n g r e s e r v e s 

u n d e r l y i n g t h e n o r t h h a l f o f S e c t i o n 13 t o 

j u s t i f y t h e d r i l l i n g of a new w e l l ? 
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A . Yes, I do. 

Q. Do you have any i d e a how much t h o s e 

m i g h t be? 

A. I w i l l l e t our r e s e r v o i r e x p e r t , C e c i 

L e o n a r d , g i v e you t h a t , i f she has i t . 

MR. STOVALL: Q u i c k , g e t o u t t h e 

c a l c u l a t o r . 

Q. (BY EXAMINER CATANACH) D i d t h e No. 1 

w e l l , d i d t h a t w e l l w a t e r o u t , or d i d t h a t 

l u s t — 

A. No. T h a t ' s t h e t h i n g a b o u t t h i s . The 

b o t t o m o f t h e p e r f s , or p r e t t y much t o t h e b o t t o m 

of t h e r e e f s i s a t a minus 37 -- or r o u g h l y 3740, 

and no w a t e r has p r o d u c e d i n t h i s w e l l a t a l l . 

Q. I t j u s t d e p l e t e d ? 

A. I t j u s t d e p l e t e d . And we t h i n k t h e 

most l i k e l y case i s because i t ' s a t h i n r e s e r v o i r 

and t h a t t h e o n l y c o n t r i b u t i o n was t h e upper 30 

f e e t o f t h i s d o l o m i t e . And I may say t h a t as you 

go u p - d i p and t h i c k e r , y o u r r e s e r v o i r r o c k s g e t a 

l o t b e t t e r as f a r as c l e a n e r and t h e y have b e t t e r 

p o r o s i t y . 

Q. By moving t h e p r o p o s e d l o c a t i o n , say, 

t o t h e n o r t h e a s t q u a r t e r , you p r o b a b l y r e t a i n t h e 

same amount o f pay, b u t you l o s e s t r u c t u r e ; i s 
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t h a t c o r r e c t ? 

A. W e l l , y e s , you do l o s e s t r u c t u r e . You 

w i l l be — we w i l l be a p p r o x i m a t e l y 50 f e e t low 

on t o p o f t h e r e e f i t s e l f . As f a r as t h i c k n e s s 

of t h e d o l o m i t e , t h e Pan Am D u n k i n w e l l t o t h e 

e a s t d i d n o t go deep enough t o g i v e us a good 

e s t i m a t e on how t h i c k t h e d o l o m i t e i s , so i t ' s a 

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

The b e t t e r s u b s u r f a c e c o n t r o l i s t o t h e 

n o r t h and t o t h e west where w e l l s have p e n e t r a t e d 

t h r o u g h t h e whole — t h e main body and have gone 

t h r o u g h i t . 

Q. So y o u r main c o n s i d e r a t i o n i n c h o o s i n g 

t h a t l o c a t i o n i s you d i d n ' t have enough d a t a i n 

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

A. W e l l , t h a t p a r t i c u l a r w e l l i n t h a t Pan 

A m e r i c a n No. 1 D u n k i n F e d e r a l , t h e d o l o m i t e 

a p p e a r s t o be v e r y s h a l e y a t t h e t o p . As you go 

s o u t h e a s t of t h a t , j u s t o f f o f t h a t map t h e r e ' s a 

d r y h o l e w i t h no d o l o m i t e . And so i t a p p e a r s as 

t h o u g h — I mean we're g o i n g t o w a r d s where we had 

t h e b e t t e r c o n t r o l and where we have t h e l e s s 

r i s k y l o c a t i o n . A l t h o u g h t h i s i s a r i s k y 

l o c a t i o n , we f e e l t h a t a t t h i s l o c a t i o n t h a t 

w e ' l l g e t t h i c k enough t o make a c o m m e r c i a l 
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w e l i . 

Q. And you a l s o s a i d t h a t r e s e r v o i r 

q u a l i t y i m p r o v e s g o i n g u p - s t r u c t u r e ? 

A. Yeah. I t a p p e a r s as t h o u g h -- t h e 

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

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

t i g h t e r i n S e c t i o n 12, 13, and 14. And I t h i n k 

t h e r e a s o n i s i s because t h i s i s t h e f a c e o f 

p h y l o i d a l g a l r e e f . And I t h i n k as you go t o t h e 

s o u t h , t h e r e e f p i n c h e s o u t . As you go t o t h e 

n o r t h , you g e t more o f a back r e e f f a c i e s . 

So we're p r o b a b l y l o o k i n g a t a h i g h or 

a t h i c k because i t ' s b a s i c a l l y a g e o l o g i c a l a r e a 

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

f r o n t o f a r e e f f a c i e s . 

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

f u r t h e r . Bob. 

MR. STOVALL: What, g e t i n t o g e o l o g y ? 

MR. KELLAHIN: Couple o f q u e s t i o n s i n 

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

EXAMINATION 

BY MR. KELLAHIN: 

Q. On t h e n e t pay i s o p a c h , what p o r o s i t y 

c u t o f f d i d you use? 

A. T h i s i s n ' t a n e t pay i s o p a c h . T h i s i s 
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a n e t d o l o m i t e . B a s i c a l l y what I ' v e i d e n t i f i e d 

h e r e i s t h e t o p o f t h e d o l o m i t e and t h e base o f 

t h e d o l o m i t e and I i s o p a c h ' d t h a t . 

Q. W i l l you o r i e n t me on E x h i b i t No. 2 and 

t a k e one o f t h e s e l o g s and g i v e me an example o f 

what you used t h i s f o r ? 

A. Okay. Say, f o r example, i n t h e S m i t h 

No. 1 i n S e c t i o n 1 1 , t h e t o p p a r t f r o m a b o u t 7300 

down t o a b o u t , c l o s e t o 7600, a l l o f t h a t r o c k 

t h e r e i s d o l o m i t e . I f I was t o p u t a z e r o l i n e , 

I w o u l d p u t i t about — on t h e r i g h t - h a n d s i d e o f 

t h e s c a l e , t h i s i s a p o r o s i t y s c a l e , I w o u l d p u t 

i t a b o u t — each one o f t h o s e marks, t h e r e ' s two 

u n i t s , I w o u l d p u t i t a b o u t t h r e e u n i t s f r o m t h e 

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

p o r o s i t y t o t h e l e f t . 

So b a s i c a l l y we're l o o k i n g a t 

p o r o s i t y . The a v e r a g e i s 4 p e r c e n t , b u t may go 

up t o ab o u t 8 p e r c e n t , and may be as low as 2 

p e r c e n t . And t h a t ' s t y p i c a l o f t h i s d o l o m i t e . 

Q. When I l o o k a t E x h i b i t 2 and l o o k a t 

t h e s t r u c t u r e map on t h e l e f t — 

A . Yes. 

Q. -- b o t t o m l e f t o f t h e d i s p l a y --

A. Uh-huh. 
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Q. -- show me on t h e c r o s s - s e c t i o n p o r t i o n 

where y o u ' r e mapping t h a t s t r u c t u r e . 

A. Okay. On t h a t same w e l l t h a t i s a t 

minus 3587. I t ' s t h e base o f t h e d o l o m i t e o r t h e 

base of t h e r e e f . I t comes i n a t about 7580 or 

so. Are you s e e i n g t h a t i n No. 1 Smith? 

Q. I s i t t h e l o w e r p o r t i o n between where 

t h e p i n k and b l u e come t o g e t h e r ? 

A. R i g h t . C o r r e c t . T h a t ' s i t . 

Q. Okay. On t h e o t h e r one i t s a y s , "Top 

of t h e Penn," t h a t s t r u c t u r e map? 

A. C o r r e c t . 

Q. Which l i n e w o u l d t h a t be on t h e 

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

A. T h a t ' s t h e l i n e t h a t ' s g o t a s q u i g g l e 

on i t , t h a t ' s t h e u n c o n f o r m i t y s u r f a c e , o r t h e 

permo-Penn u n c o n f o r m i t y . T h a t ' s t h e t o p o f t h e 

r e e f . 

MR. KELLAHIN: Thank you. 

EXAMINER CATANACH: The w i t n e s s may be 

ex c u s e d . 

MR. CARR: At t h i s t i m e we'd c a l l Ms. 

L e o n a r d . 

MR. STOVALL: Have you g i v e n h er enough 

t i m e t o do her c a l c u l a t i o n s , Mr. C a r r ? 
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CECI SEARLS LEONARD 

H a v i n g been p r e v i o u s l y d u l y sworn upon her o a t h , 

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

EXAMINATION 

BY MR. CARR: 

0. Ms. L e o n a r d , have you p r e p a r e d e x h i b i t s 

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

A. Yes, I have. 

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

as our E x h i b i t No. 4 and i d e n t i f y t h a t f o r Mr. 

Cat anach. 

A. T h i s i s a s o n i c p o r o s i t y l o g o f t h e 

o r i g i n a l w e l l i n S e c t i o n 13, t h e Hoc F e d e r a l Gas 

Com. No. 1. T h i s shows t h e p e r f o r a t e d 

i n t e r v a l s . A l s o a n n o t a t e d on t h e l o g i s t h e 

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

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

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

When t h i s w e l l was o r i g i n a l l y 

c o m p l e t e d , i t was c o m p l e t e d w i t h a r e l a t i v e l y 

l a r g e a c i d t r e a t m e n t . F o l l o w i n g t h a t was a l a r g e 

sand f r a c , w h i c h i s q u i t e uncommon i n t h i s 

r e s e r v o i r . 

Then i n 1967, a f t e r t h e i n i t i a l 

c o m p l e t i o n i n 65, t h e w e l l was t h e n a c i d f r a e ' d 
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w i t h a b o u t 20,000 g a l l o n s -- w e l l , a c t u a l l y 

33.000 g a l l o n s o f a c i d . A g a i n , t h i s i s u n u s u a l 

f o r t h e s e w e l l s . I t i s our o p i n i o n t h a t t h i s 

w e l i has been more t h a n a d e q u a t e l y s t i m u l a t e d and 

t h a t any a d d i t i o n a l s t i m u l a t i o n or w o r k o v e r s i n 

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

Q. And i t ' s passed i t s economic l i m i t ? 

A. I t c e r t a i n l y i s t h a t . 

Q. A l l r i g h t . L e t ' s go t o E x h i b i t No. 5. 

Would you i d e n t i f y and r e v i e w t h a t . 

A. E x h i b i t No. 5 i s t h e p r o d u c t i o n c u r v e 

o f t h e Hoc F e d e r a l Gas Com. No. 1. And you can 

see f r o m t h i s e x h i b i t t h a t f r o m a b o u t t h e m i d d l e 

of 1935 t o t h e p r e s e n t t i m e , t h i s w e l l has been 

d e c l i n i n g i n p r o d u c t i o n f r o m a p p r o x i m a t e l y 1 

m i l l i o n a day t o c u r r e n t l e v e l s t o 20 t o 10 Mcf a 

day. And a t t h o s e r a t e s t h e w e l l i s c l e a r l y 

uneconomic f o r us t o o p e r a t e . 

Q. L e t ' s go t o E x h i b i t No. 6, y o u r p e n a l t y 

c a l c u l a t i o n . A g a i n , you've employed a l l t h r e e 

f a c t o r s , have you n o t ? 

A. Yes, I have. 

Q. Why d i d you use t h e t h r e e f a c t o r s ? 

A. I used t h e t h r e e f a c t o r s because t h e s e 

a r e t h e t h r e e f a c t o r s t h a t have been used i n , t o 
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my e x p e r i e n c e , i n o t h e r w e l l s i n t h i s f i e l d . 

0. And t h o s e a r e t h e f a c t o r s used by 

Amoco? 

A . Yes. 

MR. STOVALL: Mr. C a r r , l e t me 

c l a r i f y . When we're t a l k i n g t h e " t h r e e f a c t o r s , " 

f o r t h e p u r p o s e o f t h e r e c o r d , y o u ' r e t a l k i n g 

a bout t h e same t h r e e p e n a l t y f a c t o r s as were used 

i n t h e p r e v i o u s case? 

MR. CARR: T h a t ' s r i g h t , Mr. S t o v a l l . 

I t h i n k a t t h i s t i m e Ms. L e o n a r d s h o u l d r e v i e w 

each o f t h o s e . 

Q. (BY MR. CARR) Would you r e v i e w t h e 

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

A. Yes, I w o u l d . The f i r s t one i s 

p r o d u c t i v e a c r e a g e . And based upon John 

P o i a s e k ' s d e t a i l e d g e o l o g i c r e v i e w , t h e r e a r e 308 

p r o d u c t i v e a c r e s i n S e c t i o n 13. Then we a p p l i e d 

t h a t t o t h e t w o - c i r c l e method. And t h e r e i s — 

46 p e r c e n t o f t h e p r o p o s e d d r a i n a g e p a t t e r n i s 

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

F i n a l l y , t h e r e i s t h e d i s t a n c e - r a t i o 

method. T h i s w e l l i s l o c a t e d 330 f e e t f r o m t h e 

s e c t i o n b o u n d a r i e s , and t h a t w o u l d g i v e us a 

f a c t o r o f 20 p e r c e n t f o r t h a t r a t i o method. The 
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a v e r a g e o f a l l t h r e e f a c t o r s i s 38 p e r c e n t . 

Q. Now, a r e y o u r e c o m m e n d i n g a 38 p e r c e n t 

a l l o w a b l e f o r t h e w e l l ? 

A. Yes, l a m . 

Q. I s w h a t i s m a r k e d as E x h i b i t No. 7 an 

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

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

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

A. Y e s, i t i s . 

Q. C o u l d y o u i d e n t i f y E x h i b i t No. 8, 

p l e a s e ? 

A. E x h i b i t No. 8 i s a w a i v e r l e t t e r f r o m 

C h e v r o n . I n t h i s w a i v e r l e t t e r t h e y a g r e e t o t h e 

u n o r t h o d o x l o c a t i o n b e i n g 330 f e e t f r o m t h e n o r t h 

a nd t h e w e s t l i n e s o f S e c t i o n 13 a n d t o an 

a c r e a g e f a c t o r o f 38 p e r c e n t . 

Q. Now, Ms. L e o n a r d , c a n y o u i d e n t i f y w h a t 

has b e e n m a r k e d as E x h i b i t No. 9? 

A. E x h i b i t No. 9 i s a s t i p u l a t i o n s i g n e d 

by Mr. C a r r a nd Mr. K e l l a h i n . And t h i s 

s t i p u l a t i o n i s f o r a p e n a l t y o f 38 p e r c e n t . 

Q. Now, was t h i s s t i p u l a t i o n t h e r e s u l t o f 

n e g o t i a t i o n s b e t w e e n MW/Apache a n d M a r a t h o n ? 

A. Y es, i t i s . 

Q. M a r a t h o n d i d n o t u s e t h e s e same t h r e e 
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f a c t o r s i n r e a c h i n g a p e n a l t y , d i d t h e y ? 

A. No, t h e y d i d n o t . 

Q. And y o u ' r e n o t p a r t i c u l a r l y c o n c e r n e d , 

a r e y o u , about what f a c t o r s have been u t i l i z e d ? 

A. No, I'm n o t . 

Q. I n y o u r d i s c u s s i o n s w i t h M a r a t h o n , d i d 

t h e i r numbers a c t u a l l y r e s u l t i n v i r t u a l l y t h e 

same p e n a l t y number t h a t you had been a b l e t o 

o b t a i n ? 

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

Q. They d i d n o t use a t h r e e - c i r c l e 

a p p r o a c h however, d i d t h e y ? 

A. They d i d n o t use t h e t w o - c i r c l e method, 

no . 

Q. And i n y o u r n e g o t i a t i o n s w i t h them and 

because o f t h e s i m i l a r i t y o f t h e p e n a l t i e s , 

a l b e i t a r r i v e d t h r o u g h d i f f e r e n t methods, you 

have a g r e e d w i t h them t h a t 38 p e r c e n t i s an 

a p p r o p r i a t e p e n a l t y ? 

A. Yes, we agree t h a t 38 p e r c e n t i s t h e 

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

Q. W i l l a p e n a l t y p r o d u c i n g r a t e o f 38 

p e r c e n t o f t h e w e l l ' s a l l o w a b l e e n a b l e , i n y o u r 

o p i n i o n , MW P e t r o l e u m C o r p o r a t i o n t o o b t a i n i t s 

f a i r s h a r e o f t h e r e s e r v e s f r o m t h e r e s e r v o i r ? 
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A. That i s our o p i n i o n . 

Q. Do you b e l i e v e t h a t t h i s w i l l a l s o 

p r o t e c t t h e o f f s e t t i n g owner, Marathon? 

A . Yes, I do. 

Q. And, a g a i n , i t ' s c l e a r t h e r e have been 

d i s a g r e e m e n t s between you and M a r a t h o n as t o how 

t o c a l c u l a t e t h e p e n a l t y , and y o u ' r e n o t h e r e 

a d v o c a t i n g t h a t t h e d o u b 1 e - c i r c 1 e a p p r o a c h i s 

n e c e s s a r i l y s o m e t h i n g t h a t must be used i n 

r e a c h i n g a p e n a l t y number? 

A. No, I 'm n o t . 

Q. Okay. D i d you t y p e t h i s p a r t i c u l a r 

s t i p u l a t e d p e n a l t y ? 

A. D i d I t y p e i t ? No. 

Q. And so t h e e r r o r on page 2 i s n o t y o u r 

do i n g ? 

A. No, s i r , i t i s n ' t . 

Q. I n yo u r o p i n i o n , w i l l a p p r o v i n g t h e 

a p p l i c a t i o n w i t h t h e p e n a l t y as a g r e e d t o and 

recommended by you be i n t h e b e s t i n t e r e s t s o f 

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

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

A. That i s our o p i n i o n , y e s . 

Q. Were E x h i b i t s 4 t h r o u g h 9 c o m p i l e d by 

you ? 
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A. Yes, t h e y were. 

MR. CARR: At t h i s t i m e , Mr. Ca t a n a c h , 

we w o u l d move t h e a d m i s s i o n o f MW/Apache E x h i b i t s 

4 t h r o u g h 9. 

EXAMINER CATANACH: E x h i b i t s 4 t h r o u g h 

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

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

e x a m i n a t i o n o f Ms. L e o n a r d . 

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

Ms. L e o n a r d . 

EXAMINATION 

BY MR. KELLAHIN: 

Q. I n l o o k i n g a t t h e p r o d u c t i v e a c r e a g e 

t h a t you've c a l c u l a t e d f o r E x h i b i t 6, t h a t 308 

a c r e s — 

A. Yes, we do. 

Q. d e s c r i b e f o r me t h e method by w h i c h 

you a r r i v e d a t t h a t number. 

A. The o r i g i n a l w a t e r c o n t a c t f o r t h e 

f i e l d i s a minus 3800 f e e t . We d o n ' t f e e l t h a t 

w a t e r has e n c r o a c h e d a t a l l i n t o S e c t i o n 13. We 

l o o k e d a t t h e n e t i s o p a c h — or r e a l l y t h e 

d o l o m i t e i s o p a c h map and t o o k a l l o f t h a t a c r e a g e 

t h a t was above t h e o r i g i n a l g a s - w a t e r c o n t a c t o f 

minus 3800, and t h a t was 308 a c r e s . 
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Q. And y o u ' r e u s i n g t h e s t r u c t u r e map 

t h e n , w h i c h w o u l d be t h e base o f t h e C i s c o Canyon 

d o l o m i t e ? 

A. No. We used t h e s t r u c t u r e map t h a t was 

t h e t o p o f t h e C i s c o Canyon d o l o m i t e , t h a t 

s t r u c t u r e map. 

Q. Used t h a t one — 

A. I n c o n j u n c t i o n w i t h t h e n e t d o l o m i t e 

i sopach. 

MR. KELLAHIN: A l l r i g h t . I have no 

f u r t h e r q u e s t i o n s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. J u s t one s i m p l e q u e s t i o n o u t o f 

c u r i o s i t y . On y o u r t w o - c i r c l e method, you use a 

r a d i u s o f 308 a c r e s . T h a t ' s n o t n e c e s s a r i l y what 

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

d r a i n i n g a s u b s t a n t i a l l y l a r g e r a r e a ; i s t h a t 

c o r r e c t ? 

A. The w e l l c o u l d be d r a i n i n g a l a r g e r o r 

s m a l l e r a r e a . I r e a l l y c a n ' t t e l l you t h a t . I 

t h i n k t h a t w i t h t h e 38 p e r c e n t a l l o w a b l e f a c t o r 

t h a t ' s b e i n g imposed on t h e w e l l t h a t t h a t w i l l 

p r e v e n t i t f r o m d r a i n i n g as much as i t w o u l d 

o t h e r w i s e d r a i n . But I d o n ' t r e a l l y know what i t 
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w i l l d r a i n , 

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

MR. STOVALL: I j u s t h a v e one 

q u e s t i o n . Mr. C a r r , d i d y o u t y p e t h i s 

a g r e e m e n t ? Must h a v e b e e n K e l l a h i n . 

MR. CARR: No. I h a d a f r i e n d a c r o s s 

t h e s t r e e t t h r a s h t h i s o u t . 

MR. STOVALL: S i n c e y o u w e r e 

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

f o l l o w up w i t h i t . 

MR. KELLAHIN: Mr. C a r r c a n ' t t y p e . 

MR. STOVALL: Must h a v e b e e n K e l l a h i n . 

MR. CARR: T h a t ' s t r u e . 

EXAMINER CATANACH: A n y t h i n g f u r t h e r i n 

t h i s c a s e ? 

MR. CARR: I h a v e no c l o s i n g 

s t a t e m e n t . 

EXAMINER CATANACH: T h e r e b e i n g n o t h i n g 

f u r t h e r , Case 10423 w i l l be t a k e n u n d e r 

a d v i s e m e n t , a nd t h i s h e a r i n g i s a d j o u r n e d . 

(The p r o c e e d i n g s w e r e c o n c l u d e d . ) 

vutiCi! Diviiion 
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