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

c a l l Case 10470, A p p l i c a t i o n o f M a r a l o , 

I n c o r p o r a t e d , f o r c o m p u l s o r y p o o l i n g , Lea County, 

New M e x i c o . 

Appearances i n t h i s case? 

MR. CARR: May i t p l e a s e t h e Examiner,, 

my name i s W i l l i a m F. C a r r w i t h t h e law f i r m o f 

C a m p b e l l , C a r r , Berge & S h e r i d a n o f Santa Fe. We 

r e p r e s e n t M a r a l o , I n c . , and I have two w i t n e s s e s . 

MR. BRUCE: Mr. Examiner, my name i s 

Jim Bruce f r o m t h e H i n k l e law f i r m . I'm 

r e p r e s e n t i n g Mewbourne O i l Company. I have no 

wi t n e s s e s . 

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

MR. THOMA: John Thoma, M a r a l o , I n c . 

MR. WHEELER: Mark Wheeler, M a r a l o , 

I n c . 

EXAMINER CATANACH: W i l l t h e w i t n e s s e s , 

p l e a s e , s t a n d t o be sworn i n . 

[The w i t n e s s e s were d u l y s w o r n . ] 

MARK WHEELER 

H a v i n g been d u l y sworn upon h i s 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: 
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Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d ? 

A. Mark Wheeler. 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. M a r a l o , I n c . , d i s t r i c t landman. 

Q. Mr. Wheeler, have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h e New Mexico O i l C o n s e r v a t i o n 

D i v i s i o n ? 

A. No, I have n o t . 

Q. Would you b r i e f l y summarize y o u r 

e d u c a t i o n a l b a c k g r o u n d and r e v i e w y o u r work 

ex p e r i e n c e ? 

A. I have a b a c h e l o r ' s o f b u s i n e s s 

a d m i n i s t r a t i o n f r o m West Texas S t a t e U n i v e r s i t y , 

g r a d u a t e d i n 1980, and I have been a landman 

s i n c e t h a t t i m e . Employed by M a r a l o , I n c . , f o r 

seven y e a r s and am a C e r t i f i e d P r o f e s s i o n a l 

Landman. 

Q. Does t h e g e o g r a p h i c a r e a o f y o u r 

r e s p o n s i b i l i t y f o r M a r a l o i n c l u d e t h e p o r t i o n o f 

s o u t h e a s t e r n New Mexico i n v o l v e d i n t h i s case? 

A . Yes . 

RODRIGUEZ-VESTAL REPORTING 
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Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n 

f i l e d i n t h i s m a t t e r ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t area? 

A. Yes. 

MR. CARR: We t e n d e r Mr. Wheeler as an 

e x p e r t w i t n e s s i n p e t r o l e u m l a n d m a t t e r s . 

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

Q. (BY MR. CARR) Would you b r i e f l y s t a t e 

what M a r a l o seeks w i t h t h i s a p p l i c a t i o n ? 

A. The c o m p u l s o r y p o o l i n g o f t h e s o u t h 

h a l f , s o u t h e a s t q u a r t e r , S e c t i o n 13, 18 S o u t h , 32 

E a s t , Lea County, New Me x i c o . 

Q. Mr. Wheeler, b e f o r e we go i n t o y o u r 

e x h i b i t s , I ask you t o r e f e r t o what has been 

marked as M a r a l o E x h i b i t No. 4 and u s i n g t h a t 

i d e n t i f y f o r Mr. Catanach t h e a c r e a g e w h i c h i s 

t h e s u b j e c t o f t h i s a p p l i c a t i o n . 

A. The s o u t h h a l f , s o u t h e a s t q u a r t e r o f 

S e c t i o n 13, 18 S o u t h , 32 East has been o u t l i n e d 

i n o r a n g e . The l o c a t i o n d e s i g n a t e d by t h e y e l l o w 

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

p r o r a t i o n u n i t . 

Q. What i s t h e o w n e r s h i p o f t h e a c r e a g e i n 

t h i s 8 0 - a c r e s p a c i n g u n i t ? 
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A. M a r a l o has t h e s o u t h e a s t - s o u t h e a s t o f 

t h e s e c t i o n under f a r m o u t . Mewbourne O i l Company 

owns t h e s o u t h w e s t - s o u t h e a s t . 

Q. And what i s t h e p r i m a r y o b j e c t i v e i n 

t h i s wel1? 

A. Wolfcamp F o r m a t i o n . 

Q. What y o u ' r e d o i n g h e r e t o d a y i s p o o l i n g 

t h e Mewbourne i n t e r e s t ? 

A. Yes. 

Q. The o t h e r i n f o r m a t i o n on t h i s e x h i b i t 

w i l l be r e v i e w e d by Mr. K i l l m e r ? 

A. Yes. 

Q. L e t ' s go now t o what has been marked as 

y o u r E x h i b i t No. 1. Co u l d you i d e n t i f y t h a t , 

p l e a s e ? 

A. M a r a l o ' s p r o p o s e d a u t h o r i t y f o r 

e x p e n d i t u r e f o r t h e d r i l l i n g o f the; West C o r b i n 

13 F e d e r a l No. 1 w e l l . 

Q. C o u l d you r e v i e w t h e t o t a l s on t h i s 

AFE? 

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

$442,525. The c o m p l e t e d w e l l c o s t $746,425. 

Q. Are t h e s e c o s t s i n l i n e w i t h what has 

been c h a r g e d by M a r a l o f o r o t h e r w e l l s i n t h e 

area? 

RODRIGUEZ-VESTAL REPORTING 
( 505) 988-1772 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

1 2 

1 3 

14 

1 5 

1 6 

1 7 

18 

19 

20 

2 1 

2 2 

23 

24 

25 

9 

A. Yes. 

Q. And has t h i s AFE been p r o v i d e d t o 

Mewbourne ? 

A. Yes, i t has. 

Q. Cou l d you summarize t h e e f f o r t you've 

made t o o b t a i n Mewbourne's v o l u n t a r y 

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

A. Okay. I b e l i e v e E x h i b i t 2 i s a 

d e t a i l i n g o f t h e c o n t a c t s made w i t h Mewbourne 

b e g i n n i n g on F e b r u a r y 6, 1992, and c o n t i n u i n g 

t h r o u g h t h e d a y - b e f o r e - y e s t e r d a y , A p r i l 28. 

We've made 13 a t t e m p t s t o o b t a i n e i t h e r t h e i r 

f a r m o u t o r j o i n d e r i n t h i s m a t t e r . 

Q. What i s t h e s t a t u s o f y o u r n e g o t i a t i o n s 

w i t h Mewbourne a t t h i s t i m e ? 

A. To d a t e we have n o t o b t a i n e d a j o i n d e r 

o r a f a r m o u t . 

Q. Are n e g o t i a t i o n s w i t h Mewbourne 

c o n t i n u i n g ? 

A. Yes. 

Q. I f y o u ' r e a b l e t o e f f e c t a v o l u n t a r y 

agreement f o r d e v e l o p m e n t o f t h i s a c r e a g e , w i l l 

M a r a l o i m m e d i a t e l y a d v i s e t h e Examiner i n t h i s 

mat t e r ? 

A. Yes. 
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Q. I s E x h i b i t No. 3 an a f f i d a v i t 

c o n f i r m i n g t h a t n o t i c e o f t h i s h e a r i n g has been 

p r o v i d e d by M a r a l o t o Mewbourne as r e q u i r e d by 

t h e O i l C o n s e r v a t i o n D i v i s i o n ? 

A. Yes. 

Q. Has M a r a l o made an e s t i m a t e o f t h e 

o v e r h e a d a d m i n i s t r a t i v e c o s t s t o be i n c u r r e d 

w h i l e d r i l l i n g a w e l l and a l s o w h i l e p r o d u c i n g a 

w e l l i f i t i s s u c c e s s f u l ? 

A. Yes, we have. 

Q. What a r e t h o s e f i g u r e s ? 

A. $5,336 w h i l e t h e w e l l i s d r i l l i n g p e r 

month; $530 when i t ' s p r o d u c i n g . 

Q. What i s t h e s o u r c e o f t h e s e f i g u r e s ? 

A. We used t h e E r n s t & Young s u r v e y o f 

o v e r h e a d c h a r g e s , 1991. And i t ' s been e s c a l a t e d 

by s l i g h t l y o v e r 1 p e r c e n t as p e r t h e COPAS 

pr o c e d u r e . 

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

i n c l u d e d i n any o r d e r w h i c h r e s u l t s f r o m t h i s 

h e ar i n g ? 

A. Yes, we do. 

Q. Does M a r a l o seek t o be d e s i g n a t e d 

o p e r a t o r o f t h e p r o p o s e d w e l l s ? 

A. Yes. 
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Q. W i l l M a r a l o a l s o be p r e s e n t i n g a 

g e o l o g i c a l w i t n e s s t o e x p l a i n t h e r i s k s 

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

A. Yes. 

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 o r c o m p i l e d a t y o u r d i r e c t i o n ? 

A. Yes. 

MR. CARR: At t h i s t i m e , Mr. Catanach, 

we move a d m i s s i o n o f M a r a l o E x h i b i t s 1 t h r o u g h 3. 

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 Mr. Wheeler. 

MR. BRUCE: I have no q u e s t i o n s , Mr. 

Examiner. 

EXAMINER CATANACH: Okay. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Wheeler, t h e p r o p o s e d l o c a t i o n , 660 

s o u t h and e a s t o f S e c t i o n 13, has t h a t l o c a t i o n 

been approved? 

A. I t has n o t been a p p l i e d f o r , f o r a 

p e r m i t t o d r i l l . 

Q. That i s t h e --

A. That i s t h e p r o p o s e d l o c a t i o n , y e s , 
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s i r . 

Q. Has M a r a l o d r i l l e d Wolfcamp w e l l s i n 

t h i s a r ea? 

A. To t h e e a s t o f t h i s a r e a . About t e n 

m i l e s i s t h e c l o s e s t . 

Q. How r e c e n t ? 

A. About t h r e e o r f o u r months ago. 

Q. So t h e s e d r i l l i n g c o s t s s h o u l d be i n 

l i n e w i t h what i s a c t u a l l y o c c u r r i n g a t t h i s 

t i m e ? 

A. Yes. These c o s t s were t a k e n f r o m a 

r e c e n t Wolfcamp w e l l we d r i l l e d t o a s i m i l a r 

d e p t h . 

Q. Do you a n t i c i p a t e r e a c h i n g an agreement 

w i t h Mewbourne? 

A. We're h o p e f u l . 

EXAMINER CATANACH: Okay. I have 

n o t h i n g f u r t h e r . The w i t n e s s may be excu s e d . 

MR. CARR: At t h i s t i m e we c a l l John 

Thoma. 

JOHN THOMA 

H a v i n g been d u l y sworn upon h i s 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: 
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Q. W i l l you s t a t e y o u r name f o r t h e 

r e c o r d , p l e a s e ? 

A. John Thoma. 

Q. Where do you r e s i d e ? 

A. M i d l a n d , Texas. 

Q. By whom a r e you employed and i n what 

capac i t y ? 

A. By M a r a l o , I n c . I'm a g e o l o g i s t . 

Q. Mr. Thoma, have you p r e v i o u s l y 

t e s t i f i e d b e f o r e t h i s D i v i s i o n and had y o u r 

c r e d e n t i a l s as a g e o l o g i s t a c c e p t e d and made a 

m a t t e r o f r e c o r d ? 

A. Yes, I have. 

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

f i l e d i n t h i s case on b e h a l f o f M a r a l o ? 

A. Yes. 

Q. Are you f a m i l i a r w i t h t h e s u b j e c t a rea? 

A. Yes. 

MR. CARR: Are t h e w i t n e s s ' 

q u a l i f i c a t i o n s a c c e p t a b l e ? 

EXAMINER CATANACH: They a r e . 

Q. (BY MR. CARR) Have you p r e p a r e d 

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

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked 
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as M a r a l o E x h i b i t No. 4, i d e n t i f y t h i s , and 

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

A. E x h i b i t No. 4 i s a p r o d u c t i o n map i n 

t h e West C o r b i n Wolfcamp P o o l o r o f t h e west 

C o r b i n Wolfcamp P o o l . The g r e e n d o t s r e p r e s e n t 

w e l l s w h i c h have been c o m p l e t e d and a r e p r o d u c i n g 

f r o m t h e Wolfcamp F o r m a t i o n . 

On t h e w e s t - n o r t h w e s t s i d e o f t h e 

f i e l d , t h e d o t s w h i c h have or a n g e m a r k e r s on them 

a r e t h o s e Wolfcamp p r o d u c e r s t h a t a r e p r o d u c i n g 

f r o m t h e p r i m a r y o b j e c t i v e o f t h e M a r a l o l o c a t i o n 

i n t h e s o u t h e a s t o f S e c t i o n 13, t h a t b e i n g t h e 

A-F zone. 

There a r e f i v e p r o d u c i n g r e s e r v o i r s 

w i t h i n t h e Lower Wolfcamp. T h e r e ' s j u s t one, 

however, w h i c h a p p e a r s t o be p r o s p e c t i v e i n t h e 

s o u t h e a s t o f 13, and t h a t ' s what w e ' l l be t a l k i n g 

a b o u t as we l o o k t h r o u g h t h e s e e x h i b i t s . 

Q. L e t ' s move t o y o u r i s o p a c h map, E x h i b i t 

No. 5. Would you r e v i e w t h a t , p l e a s e , f o r Mr. 

Catanach? 

A. E x h i b i t No. 5 i s a c l e a n c a r b o n a t e 

i s o p a c h map o f t h e o b j e c t i v e i n t e r v a l i n t h e 

Lower Wolfcamp, t h a t b e i n g t h e AF zone. You can 

see t h e d i s t r i b u t i o n o f t h a t c a r b o n a t e zone. I t 
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assumes a n o r t h e a s t - s o u t h w e s t o r i e n t a t i o n . And 

you can a l s o see t h e p r o d u c t i o n w h i c h o c c u r s f r o m 

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

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

S e c t i o n 13 i s l o c a t e d n o r t h o f p r o d u c t i o n w h i c h 

has been e s t a b l i s h e d by BTA. I t a l s o o f f s e t s a 

r e c e n t w e l l d r i l l e d by BTA i n t h e 

n o r t h e a s t - n o r t h e a s t o f S e c t i o n 24, 18-32. W e ' l l 

t a l k a l i t t l e b i t more about t h a t w e l l as we go 

on . 

But g e n e r a l l y s p e a k i n g , t h e r e s e r v o i r 

p r o d u c e s f r o m f r a c t u r e s and m a t r i x p o r o s i t y . You 

t y p i c a l l y need b o t h t o e s t a b l i s h c o m m e r c i a l 

p r o d u c t i o n . You a l s o need t o be — t h e r e s e r v o i r 

does have a c l e a r l y e s t a b l i s h e d o i l - w a t e r 

c o n t a c t , w h i c h w e ' l l a l s o be d i s c u s s i n g , and you 

need t o be above t h e o i l - w a t e r c o n t a c t . 

Q. There have been d r y h o l e s i n t h e area? 

A. Yes, t h e r e have been. A number o f t h e 

w e l l s — w e l l , t h e w e l l s t h a t you see on t h a t 

map, on t h e c l e a n c a r b o n a t e map, w h i c h have 

v a l u e s n e x t t o them b u t n o t p r o d u c i n g w e l l 

s ymbols have t e s t e d t h e AF and a r e n o n p r o d u c t i v e 

due t o l a c k o f e i t h e r f r a c t u r i n g o r m a t r i x 

p o r o s i t y o r s t r u c t u r a l p o s i t i o n . 
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Q. L e t ' s move now t o E x h i b i t No. 6. Would 

you i d e n t i f y and r e v i e w t h i s ? 

A. E x h i b i t No. 6 i s a s t r u c t u r e map on t h e 

Lower Wolfcamp S h a l e , w h i c h i s a s h a l e marker 

w h i c h i s p r o m i n a n t t h r o u g h t h e a r e a , i s e a s i l y 

d e f i n e d and c o r r e l a t a b l e . I t f o r m s a v e r y good 

and r e l i a b l e s t r u c t u r a l marker f o r t h e Lower 

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

The map shows t h e s t r u c t u r e , t h e Lower 

Wolfcamp t o be d i p p i n g f r o m t h e n o r t h w e s t t o t h e 

s o u t h e a s t . I t a l s o shows a p r o m i n a n t s t r u c t u r a l 

nose, an i n t e r p r e t e d s t r u c t u r a l nose, w h i c h 

c r o s s e s t h r o u g h t h e M a r a l o l e a s e h o l d i n t h e 

s o u t h e a s t q u a r t e r o f S e c t i o n 13 and c o n t i n u e s on 

t o t h e s o u t h - s o u t h e a s t i n t h e west h a l f o f 

S e c t i o n 19, 18-33 . 

T h i s s t r u c t u r a l f e a t u r e i s , and t h e 

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

i m p o r t a n t i n d e t e r m i n i n g w h e t h e r o r n o t you have 

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

zone . 

The w e l l i n t h e n o r t h e a s t - n o r t h e a s t 

p e n e t r a t e d t h e marker bed, t h e mapping on h e r e , 

a t minus 7157. That w e l l was wet . The w e l l s 

down i n t h e s o u t h e a s t q u a r t e r o f S e c t i o n 24, t h e 
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No. 2 F r e n c h i n t h e n o r t h e a s t - s o u t h e a s t and t h e 

No. 1 F r e n c h i n t h e s o u t h e a s t - s o u t h e a s t a r e b o t h 

p r o d u c t i v e f r o m t h e AF zone. 

Q. T h i s e x h i b i t a l s o s e r v e s as an i n d e x 

map f o r y o u r c r o s s - s e c t i o n , does i t n o t ? 

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

Q. L e t ' s move now t o t h e c r o s s - s e c t i o n , 

and i f you w o u l d r e v i e w t h a t f o r t h e Examiner. 

A. T h i s 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 , w h i c h b e g i n s on t h e l e f t - h a n d s i d e a t 

p o i n t C. And t h e F r e n c h No. 2, BTA F r e n c h No. 2, 

c o n t i n u e s on t o t h e n o r t h t h r o u g h t h e BTA F r e n c h 

No. 3 i n t h e n o r t h e a s t - s o u t h e a s t t h r o u g h t h e 

F r e n c h No. 3 and t h e n o r t h -- I'm s o r r y , i n t h e 

s o u t h e a s t - n o r t h e a s t — I'm s o r r y . 

L e t me back up. I t s t a r t s , t h e F r e n c h 

No. 2, i n t h e n o r t h e a s t - s o u t h e a s t , r u n s t h r o u g h 

t h e F r e n c h No. 3 i n t h e s o u t h e a s t - n o r t h e a s t , t h e n 

t h r o u g h t h e F r e n c h No. 4 i n t h e 

n o r t h e a s t - n o r t h e a s t t h r o u g h t h e p r o p o s e d l o c a t i o n 

i n t h e s o u t h e a s t o f 13 t h e n up i n t o two p r o d u c i n g 

w e l l s , one i n t h e s o u t h e a s t - n o r t h e a s t o f S e c t i o n 

18 o f 18-33, and t h e f i n a l w e l l i n t h e s e c t i o n on 

t h e r i g h t i n t h e n o r t h - n o r t h e a s t - n o r t h w e s t o f 

Sect i o n 8, 18-33. 
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What t h i s s e c t i o n shows, one i s t h e 

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

Lower Wolfcamp. I t a l s o shows t h e i n d i v i d u a l 

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

o f s e c t i o n . But most i m p o r t a n t l y i t shows t h e AF 

zone a t t h e b o t t o m o f t h e s e c t i o n . 

The c o l o r i n g i n d i c a t e s o i l and w a t e r ; 

g r e e n b e i n g o i l , b l u e b e i n g w a t e r . You can see 

t h a t t h e r e i s a v e r y c l e a r o i l - w a t e r c o n t a c t 

d e v e l o p e d i n each one o f t h e s e w e l l b o r e s . The 

o n l y w e l l b o r e t o d a t e t h a t does n o t appear t o 

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

t h e r i g h t - h a n d s i d e o f t h e s e c t i o n , t h e Santa Fe 

K a c h i n a 8 No. 1. That a p p e a r s t o be e n t i r e l y o u t 

o f t h e w a t e r column. 

The w e l l o f f s e t t i n g t h e p r o p o s e d 

l o c a t i o n , t h e F r e n c h No. 4, has an o i l - w a t e r 

c o n t a c t , and t h a t zone was n e v e r t e s t e d . The 

o i l - w a t e r c o n t a c t I am b a s i n g on c a l c u l a t i o n s . 

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

p o t e n t i a l l y o i l i n t h a t r e s e r v o i r , however, 

u n t e s t e d . 

Moving d o w n - d i p , t h e F r e n c h No. 2, t h e 

AF zone, b o t h o f t h e p o r o s i t y s t r e a k s i n t h e AF 

zone a r e below t h e w a t e r l e v e l . M oving down, or 
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r a t h e r d o w n - s e c t i o n t o t h e F r e n c h No. 2, t h a t 

w e l l comes back up s t r u c t u r a l l y on t h e f l a n k o f 

t h a t AF nose and a c t u a l l y has column, o i l column, 

above w a t e r . I t ' s i m p e r a t i v e t h a t you have, 

o b v i o u s l y , o i l column above w a t e r t o e s t a b l i s h 

p r o d u c t i o n . 

The s t r u c t u r e map t h a t I ' v e drawn 

i n d i c a t e s t h a t we s h o u l d be s t r u c t u r a l l y h i g h t o 

t h e No. 4 and t h e No. 3 w e l l s . However, a t t h i s 

p o i n t t h a t i s i n t e r p r e t e d , and c e r t a i n l y we w i l l 

n o t know u n t i l we d r i l l t h e w e l l . 

That i s t h e p r i m a r y r i s k t h a t I see 

w i t h t h e p r o s p e c t , i s t h a t t h e s t r u c t u r e , t h e 

s t r u c t u r a l p o s i t i o n o f t h e AF r e s e r v o i r needs t o 

be s u f f i c i e n t , s u f f i c i e n t l y h i g h t o t h e e x i s t i n g 

w e l l s t o t h e s o u t h t o e s t a b l i s h p r o d u c t i o n . And 

t h a t t o d a t e has n o t been c o n f i r m e d and w i l l n o t 

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

Q. Are you p r e p a r e d t o make a 

r e c o m m e n d a t i o n t o Mr. Catanach as t o t h e r i s k 

p e n a l t y t h a t s h o u l d be a s s e s s e d a g a i n s t t h e 

Mewbourne i n t e r e s t i f t h e y do n o t v o l u n t a r i l y 

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

A. Yes. 

Q. And what i s t h a t ? 
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A. 2 0 0 per c e n t . 

Q. You b e l i e v e t h e r e ' s a chance a t t h i s 

p r o p o s e d l o c a t i o n t h a t you c o u l d d r i l l a w e l l , 

b u t i t w i l l n o t be a c o m m e r c i a l success? 

A. Yes, I do. 

Q. I n y o u r o p i n i o n w i l l g r a n t i n g t h i s 

a p p l i c a t i o n , p o o l i n g t h e s e l a n d s , and i m p o s i n g a 

200 p e r c e n t r i s k p e n a l t y 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. Yes. 

Q. Were E x h i b i t s 4 t h r o u g h 7 p r e p a r e d by 

you? 

A. Yes, t h e y were. 

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

we move t h e a d m i s s i o n o f E x h i b i t s 4 t h r o u g h 7. 

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

7 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 Mr. Thoma. 

MR. CARR: Mr. Br u c e . 

MR. BRUCE: J u s t a few q u e s t i o n s , Mr. 

Thoma. 

EXAMINATION 

BY MR. BRUCE: 
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t> t h e r f o r m a t i o n s o u t h e r e 

t h e Wolfcamp? 

Not t o my kn o w l e d g e . 

And you b e l i e v p t h a t o n l y t h e AF zone 

Q . Are t h e r e any 

spaced on 80 a c r e s above 

A 

Q 

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

A. Yes. 

Q. Not t h e AG? 

A. To d a t e t h e AG has n o t been p r o v e n t o 

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

Q. And none o f t h e o t h e r zones, A t h r o u g h 

AE? 

A 

Q 

No . 

And l o o k i n g a t 

l i n e o f t h e c r o s s - s e c t i o n t h e r e , am I 

u n d e r s t a n d i n g you t o say 

zone t h e o i l - w a t e r c o n t a c t a p p l i e s t o t h e s o u t h 

or e a s t o f t h a t c r o s s - s e c t i o n l i n e g e n e r a l l y ? 

A. Very g e n e r a l l y 

w o u l d be c o r r e c t . 

Q. Or i f you had 

t o t h a t c r o s s - s e c t i o n l a n e , where w o u l d i t be? 

A. W e l l , I t h i n k 

w o u l d be t o l o o k a t t h e 

s t r u c t u r a l p o s i t i o n o f t h e Lower Wolfcamp Sh a l e 

y o u r E x h i b i t 6 and y o u r 

t h a t g e n e r a l l y i n t h e AF 

Very g e n e r a l l y t h a t 

t o p l a c e i t i n r e l a t i o n 

what you w o u l d have t o do 

s t r u c t u r a l p o s i t i o n . The 

r e l a t i v e t o t h e AF 11 d o e s n ' t t r a c k t h e 
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s t r u c t u r a l p o s i t i o n o f t h e r e s e r v o i r e x a c t l y , b u t 

i t does g i v e you a f a i r l y good i n d i c a t o r o f how 

t h e AF r e s e r v o i r i s b e h a v i n g s t r u c t u r a l l y . 

And so i f you t o o k t h e c o n t a c t t h a t you 

see i n t h e BTA No. 4 i n t h e n o r t h e a s t - n o r t h e a s t 

and t r a c e d t h a t a r o u n d t h e map, t h a t w o u l d weave 

i n and o u t o f t h e c r o s s - s e c t i o n l i n e . 

Q. T h a t ' s t o t h e s o u t h o f t h e p r o p o s e d 

l o c a t i o n ? I s t h a t t h e w e l l y o u ' r e t a l k i n g a b o u t ? 

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

Q. Okay. So d i d I u n d e r s t a n d you t o say 

you hoped t o be s t r u c t u r a l l y h i g h e r t h a n t h o s e 

w e l l s t o t h e s o u t h o f you? 

A. That i s a l s o c o r r e c t . There a r e a 

number o f s t r u c t u r a l lows w h i c h do r e a c h 

c o n s i d e r a b l e d i s t a n c e s f r o m t h e s o u t h e a s t up i n t o 

t h e n o r t h w e s t p a r t o f t h e map a r e a . And t h o s e 

s t r u c t u r a l lows a r e what f r e q u e n t l y d r o p t h e 

r e s e r v o i r a l o n g s t r i k e b e l o w column. 

O t h e r w i s e you c o u l d j u s t draw an 

a r b i t r a r y l i n e j u s t s o u t h o f t h e c r o s s - s e c t i o n 

f r o m t h e s o u t h w e s t t o t h e n o r t h e a s t and say 

e v e r y t h i n g t o t h e n o r t h w e s t w o u l d be p r o d u c t i v e ; 

however, t h a t r e a l l y i s n o t t h e case. 

Q. We've been t h r o u g h t h a t i n e x c r u c i a t i n g 
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d e t a i l once, h a v e n ' t we, Mr. Thoma? T w i c e . 

A. I t ' s c o m m i t t e d t o memory. 

Q. I n l o o k i n g a t y o u r E x h i b i t 5, t h e two 

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

o f S e c t i o n 18, j u s t t o t h e n o r t h e a s t o f y o u r 

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

c o m p l e t e t h o s e i n t h e AF zone? 

A. The two w e l l s i n t h e s o u t h e a s t q u a r t e r 

o f 18? 

Q. I n t h e s o u t h h a l f o f t h e n o r t h w e s t 

q u a r t e r o f S e c t i o n 18. 

A. South h a l f o f t h e -- okay, y e s . Yes, 

t h e y d i d . W e l l , a c t u a l l y t h e w e l l i n t h e 

s o u t h — i n t h e s o u t h e a s t o f t h e n o r t h w e s t i s 

mismarked. That w e l l i s n o t a c t u a l l y p r o d u c t i v e 

f r o m t h e AF zone. That i s an AG p r o d u c e r . 

The w e l l i n t h e s o u t h e a s t — I'm s o r r y , 

t h e s o u t h w e s t - n o r t h w e s t was t e s t e d i n t h e AF. 

They d i d a c t u a l l y p e r f o r a t e t h e AF, and i t was 

t i g h t . I t had a f a i r l y t h i c k AF s e c t i o n o f c l e a n 

c a r b o n a t e , b u t i t was n o t p o r o u s n o r f r a c t u r e d . 

So i t c o n s e q u e n t l y d i d n ' t y i e l d f l o o d . 

Q. And t h e w e l l i n t h e s o u t h e a s t o f t h e 

n o r t h w e s t i s an AG p r o d u c e r , you s a i d ? 

A. T h a t ' s c o r r e c t . 
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Q. Was i t t e s t e d i n t h e AF? 

A. I t has n o t been t e s t e d i n t h e AF y e t . 

Q. And up i n S e c t i o n 8, t h e w e l l i n t h e 

s o u t h w e s t q u a r t e r o f t h e n o r t h w e s t q u a r t e r , t o 

y o u r knowledge t h a t was t e s t e d i n t h e AF, was 

t h a t n o t ? 

A. Yes, I b e l i e v e t h a t was p e r f o r a t e d . 

Q. And i s p r o d u c i n g f r o m t h e AF? 

A. No. I t was abandoned i n t h e AF. They 

came up and s h o t t h e AD, w h i c h i s a c a r b o n a t e 

t h a t d e v e l o p s i m m e d i a t e l y above t h e Wolfcamp 

S h a l e . I t ' s shown on t h e c r o s s - s e c t i o n C-C 

p r i m e . They s h o t t h a t zone and a r e p r o d u c i n g 

f r o m t h a t zone. T h e r e ' s a b r i d g e p l u g below t h e 

AD and t h e AF o r between t h e two. 

Q. That s t r i n g o f w e l l s i n S e c t i o n 5 and 

S e c t i o n 8, you were t h e g e o l o g i s t f o r t h o s e 

w e l l s , were you n o t , Mr. Thoma? 

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

MR. BRUCE: I have n o t h i n g f u r t h e r . 

EXAMINER CATANACH: I have no q u e s t i o n s 

of t h e w i t n e s s . You may be excused. 

MR. CARR: We have n o t h i n g f u r t h e r i n 

t h i s case. 

EXAMINER CATANACH: There b e i n g n o t h i n g 
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f u r t h e r i n t h i s c ase, Case 10470 w i l l be t a k e n 

under a d v i s e m e n t . 

[And t h e p r o c e e d i n g s were c o n c l u d e d . ] 
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CERTIFICATE OF REPORTER 

STATE OF NEW MEXICO ) 
) ss . 

COUNTY OF SANTA FE ) 

I , Debbie V e s t a l , C e r t i f i e d S h o r t h a n d 

R e p o r t e r and N o t a r y P u b l i c , HEREBY CERTIFY t h a t 

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

t h e O i l C o n s e r v a t i o n D i v i s i o n was r e p o r t e d by me; 

t h a t I caused my n o t e s t o be t r a n s c r i b e d u n d e r my 

p e r s o n a l s u p e r v i s i o n ; and t h a t t h e f o r e g o i n g i s a 

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

I FURTHER CERTIFY t h a t I am n o t a 

r e l a t i v e o r employee o f any o f t h e p a r t i e s o r 

a t t o r n e y s i n v o l v e d i n t h i s m a t t e r and t h a t I have 

no p e r s o n a l i n t e r e s t i n t h e f i n a l d i s p o s i t i o n o f 

t h i s mat t e r . 

WITNESS MY HAND AND SEAL May 6, 1992. 
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