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EXAMINER STOGNER: C a l l t h e n e x t c a s e , 

No . 1 0 5 2 2. 

MR. STOVALL: A p p l i c a t i o n o f S o u t h l a n d 

R o y a l t y Company 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 , Lea C o u n t y , New M e x i c o . 

EXAMINER STOGNER: C a l l f o 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 law f i r m o f K e l l a h i n & 

K e l l a h i n , a p p e a r i n g on b e h a l f o f t h e a p p l i c a n t , 

S o u t h l a n d R o y a l t y Company, and I have two 

w i t n e s s e s t o be s w o r n . 

EXAMINER STOGNER: A r e t h e r e any o t h e r 

a p p e a r a n c e s ? 

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 and 

be s w o r n a t t h i s t i m e . 

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

MR. KELLAHIN: We're r e a d y , Mr. 

E x a m i n e r . 

EXAMINER STOGNER: You may p r o c e e d , Mr. 

K e 1 l a h i i n . 

DENNIS MAIORINO 

H a v i n g been d u l y s w o r n upon h i s o a t h , w a s 

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

EXAMINATION 

RODRIGUEZ-VESTAL REPORTING 
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BY MR. KELLAHIN: 

0. Would y o u , p l e a s e , s t a t e y o u r name and 

o c c u p a t i o n ? 

A. My name i s D e n n i s M a i o r i n o , and I'm a 

s e n i o r s t a f f g e o l o g i s t w i t h M e r i d i a n O i l . 

Q. Mr. M a i o r i n o , w o u l d y o u s p e l l y o u r l a s t 

name ? 

A. I t ' s M - a - i - o - r - i - n - o . 

Q. Mr. M a i o r i n o , w h e r e do y o u r e s i d e ? 

A. M i d l a n d , T e x a s . 

Q. For p u r p o s e s o f t h i s c a s e , y o u ' r e 

a p p e a r i n g b e f o r e t h e E x a m i n e r on b e h a l f o f 

S o u t h l a n d R o y a l t y Company, a r e y o u n e t ? 

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

0. Have y o u on p r i o r o c c a s i o n s t e s t i f i e d 

as a p e t r o l e u m g e o l o g i s t b e f o r e t h e D i v i s i o n ? 

A. No, I h a v e n ' t . 

Q. Summarize f o r us y o u r e d u c a t i o n . 

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

f r o m Wayne 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 1978. 

And I have 13 y e a r s w i t h M e r i d i a n O i l . 

Q. As p a r t o f y o u r d u t i e s as a p e t r o l e u m 

g e o l o g i s t , have y o u made a s t u d y o f t h e Morrow 

F o r m a t i o n w i t h i n t h i s p o r t i o n o f Lea C o u n t y , New 

M e x i c o , t h a t ' s i d e n t i f i e d as y o u r C o r b i n 

RODRIGUEZ-VESTAL REPORTING 
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p r o s p e c t , and t h a t i s t h e s u b j e c t o f t h e S o u t h 

C o r b i n F e d e r a l W e l l No. 3 a p p l i c a t i o n b e f o r e t h e 

E x a m i n e r t h i s m o r n i n g ? 

A. Yes. I have . 

MR. KELLAHIN: We t e n d e r Mr. M a i o r i n o 

as an e x p e r t p e t r o l e u m g e o l o g i s t . 

EXAMINER STOGNER: Mr. M a i o r i n o i s so 

q u a l i f i e d . 

Q. L e t me ask y o u t o t u r n t o what we've 

mar k e d as E x h i b i t No. 1. B e f o r e we d i s c u s s y o u r 

s p e c i f i c g e o l o g i c c o n c l u s i o n s , i d e n t i f y t h e 

d i s p l a y f o r us and show us what w e l l s y o u ' v e 

d e p i c t e d on y o u r c r o s s - s e c t i o n . 

A. T h i s i s a 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 - t o - B p r i m e . I t goes g e n e r a l l y f r o m w e s t t o 

e a s t and i n c l u d e s t h r e e w e l l s : The P e n n z o i l No. 

1-29 F e d e r a l , t h e S o u t h C o r b i n F e d e r a l No. 3, and 

t h e U n c l e Com. No. 1. 

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

i s t h e S o u t h C o r b i n F e d e r a l W e l l No. 3. Would 

y o u f i n d t h a t f o r us? 

A. T h a t ' s r i g h t i n t h e c e n t e r . T h a t ' s i n 

U n i t l e t t e r "P" o f S e c t i o n No. 20. I t ' s a 

1 1 , 5 0 0 - f o o t W o l f c a m p t e s t . 

0. I s t h a t w e l l d e p i c t e d on t h e 

RODRIGUEZ-VESTAL REPORTING 
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c r o s s - s e c t i o n ? 

A. Yes. i t i s . I t ' s w e l l No. 2 i n t h e 

m i d d l e . 

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

w e l l ? 

A. T h a t w e l l i s c u r r e n t l y t e m p o r a r i l y 

a b a n d o n e d . I t ' s been t e m p o r a r i l y a b a n d o n e d as o f 

Mar c h c f 19 9 2. 

Q. From what f o r m a t i o n s had i t p r e v i o u s l y 

p r o du c e d ? 

A. None. No f o r m a t i o n s were e n c o u n t e r e d 

t h a t w e r e p r o d u c t i v e . 

Q. What i s S o u t h l a n d R o y a l t y Company's 

p l a n n e d use f o r t h i s w e l l b o r e ? 

A. We'd l i k e t o r e e n t e r t h i s w e l l b o r e and 

deep e n i t a p p r o x i m a t e l y 2.000 f e e t t o t e s t t h e 

Morr o w e l a s t i c s . 

Q. When y o u l o o k a t t h e c r o s s - s e c t i o n , 

i d e n t i f y f o r us what p o r t i o n o f t h e Morrow 

F o r m a t i o n y o u i n t e n d t o i n v e s t i g a t e w i t h t h e 

d e e p e n i n g o f t h i s e x i s t i n g w e l l . 

A. We hope t o e n c o u n t e r two p o t e n t i a l pay 

z o n e s , one i n t h e Upper Morrow e l a s t i c s and one 

i n t h e Lower Morrow e l a s t i c s . 

Q. As a g e o l o g i s t , when y o u ' r e e x a m i n i n g 

RODRIGUEZ-VESTAL REPORTING 
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f o r t h e p o t e n t i a l f o r a d d i t i o n a l r e s e r v o i r 

r e c o v e r i e s f r o m t h e Morr o w , what k i n d o f g e o l o g i c 

t o o l s and i n v e s t i g a t i o n s do y o u make f o r t h i s 

t y p e o f p r o s p e c t ? 

I s t h i s a s t r u c t u r a l - d r i v e n s o l u t i o n , 

o r do y o u use i s o p a c h s ? What do y o u use? 

A. I n t h i s p a r t i c u l a r c a s e , s i n c e we have 

s u c h good w e l l c o n t r o l , we use b o t h a s t r u c t u r e 

map and p o r o s i t y i s o p a c h maps. But r i g h t now, 

w i t h t h e w e l l c o n t r o l t h a t we h a v e , I made a 

c r o s s - s e c t i o n t o show — t o i l l u s t r a t e t h e 

l a t e r a l d i s c o n t i n u o u s n e s s o f t h e sands t h a t we 

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

p r o d u c i n g i n S e c t i o n 28 and 29. 

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

i s t o be t h e e a s t h a l f o f S e c t i o n 20? 

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

Q. For t h i s r e s e r v o i r , b e i n g t h e S o u t h 

C o r b i n - W c 1 f c a m p P o o l , i d e n t i f y -- I'm s o r r y . 

Your S o u t h C o r b i n - M o r r o w Gas P o o l ? 

A . Gas P o o l . 

Q. Show us i n t h e e a s t h a l f o f 20 any 

e t h e r a t t e m p t s t o p r o d u c e h y d r o c a r b o n s o u t o f t h e 

Morrow Gas P o o l . 

A. T h a t was a s e c t i o n i n t h e e a s t h a l f o f 

RODRIGUEZ-VESTAL REPORTING 
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S e c t i o n 20. T h a t w o u l d be t h e No. 1 PA w e l l . 

T h a t w e l l was d r i l l e d b a c k i n 1962, I b e l i e v e , 

and t e s t e d t h e Morrow e l a s t i c s . And a t f o u r 

d i f f e r e n t s h o t s i n t h e Mo r r o w , a l l f o u r z o n e s 

t e s t e d t i g h t . 

Q. D e s c r i b e f o r us t h e o f f s e t d e v e l o p m e n t 

and a t t e m p t s t o p r o d u c e gas o u t o f t h e Morrow gas 

r e s e r v o i r . 

A. I n t h a t w e l l b o r e ? 

Q. No, s i r . I n any o f t h e o f f s e t t i n g 

w e l l b o r e s . 

A. Of t h e o f f s e t t i n g w e l l b o r e s ? I n 

S e c t i o n 28, t h e L.R. F r e n c h w e l l i s c o m p l e t e d o u t 

o f t h e m i d d l e — o f t h e Upper Morrow. 

Q. T h a t ' s t h e w e l l i n 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 20? 

A. R i g h t . T h a t w o u l d be U n i t l e t t e r "C." 

T h a t w e l l p r o d u c e d 5.6 B c f . The w e l l , U n i t 

l e t t e r "B" i n S e c t i o n 29.. t h a t ' s a l s o on t h e 

c r o s s - s e c t i o n , t h a t ' s t h e P e n n z o i l w e l l . T h a t 

w e l l p r o d u c e d 3.3 Bs o u t o f t h e Lower Morrow 

e l a s t i c s . 

Q. When y o u ' r e l o o k i n g f o r r e m a i n i n g gas 

r e s e r v e s t h a t may n o t have y e t been p r o d u c e d by 

any o f t h e o f f s e t t i n g w e l l s t h a t may s t i l l e x i s t 

RODRIGUEZ-VESTAL REPORTING 
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w i t h i n t h e ea s t h a l f of 20, what have you done t o 

d e t e r m i n e t h e optimum l o c a t i o n i n w h i c h t o t r y t o 

c a p t u r e t h a t r e m a i n i n g gas? 

A. B a s i c a l l y I ' v e made a c o u p l e 

c r o s s - s e c t i o n s between t h e w e l l s i n S e c t i o n 20, 

21, 28, and 29 and have seen t h a t t h e pays t h a t 

were e n c o u n t e r e d i n S e c t i o n 29 and 28 do not 

e x t e n d t o t h e n o r t h i n t o s e c t i o n — i n t o t h e 

w e l l s i n s e c t i o n — t h e 1 PA w e l l and t h e w e l l 21 

— No. 1 F e d e r a l i n S e c t i o n 21. 

Q . B e f o r e S o u t h l a n d abandons t h e l e a s e h o l d 

i n t h e ea s t h a l f of 20, i s t h e r e an o p p o r t u n i t y 

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

out of t h e Morrow Pool? 

A. Yes, t h e r e i s . 

Q. From a g e o l o g i c p r o s p e c t i v e do you see 

the o p p o r t u n i t y t o r e c o v e r those r e s e r v e s 

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

s p a c i n g u n i t w h i c h would be a p o i n t 1980 from t h e 

l i n e s of t h e 320 or 660 from the s i d e b o u n d a r i e s ? 

A. No, I d o n ' t . 

Q. What causes you t o reach t h a t 

c o n c l u s i o n ? 

A. I n v e s t i g a t i o n of t h e s u b s u r f a c e d a t a 

o b t a i n e d i n t h e 1 PA w e l l t h e r e i n S e c t i o n 20 and 
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t h e w e l l i n S e c t i o n 21 i n d i c a t e d t h a t t h e Morrow 

s a n d s i n b o t h t h o s e w e l l b o r e s w e r e v e r y t h i n and 

t i g h t . B o t h w e l l b o r e s have been t h o r o u g h l y 

t e s t e d and r e c o v e r e d n o n c o m m e r c i a l a m o u n t s o f 

gas . 

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

u n o r t h o d o x l o c a t i o n and t h e u t i l i z a t i o n o f t h a t 

e x i s t i n g w e l l b o r e t h e l a s t o p p o r t u n i t y f o r 

S o u t h l a n d R o y a l t y Company t o r e c o v e r any 

r e m a i n i n g gas r e s e r v e s i n t h e Morrow P o o l t h a t 

may u n d e r l i e t h i s s p a c i n g u n i t ? 

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

Q. Any a d d i t i o n a l comments o r o b s e r v a t i o n s 

a b o u t y o u r d i s p l a y ? 

A. No , s i r . 

MR. KELLAHIN: We move t h e i n t r o d u c t i o n 

o f S o u t h l a n d E x h i b i t No. 1. 

EXAMINER STOGNER: E x h i b i t No. 1 w i l l 

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

MR. KELLAHIN: T h a t c o n c l u d e s my 

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

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. M a i o r i n o , i n l o o k i n g a t t h e w e s t 

h a l f o f S e c t i o n 20 t h e r e ' s a gas w e l l . I s t h a t a 
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Morrow t e s t ? 

A. T h a t was a Morrow t e s t t h a t has been 

s u b s e q u e n t l y p l u g g e d b a c k t o t h e f i r s t Bone 

Spr i n g Sands. 

0. T h a t o t h e r w e l l i n t h e e a s t h a l f o f 

S e c t i o n 20, I d o n ' t see a number on i t , b u t i t ' s 

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

A. T h a t was a s h a l l o w Queen d r y h o l e . 

Q. Okay. So most o f t h e o t h e r w e l l s t h a t 

show up on t h i s a r e Queen p r o d u c e r s , I w o u l d 

assume, o r s h a l l o w Queen? 

A. E i t h e r t h a t o r W o l f c a m p o i l p r o d u c e r s . 

The o i l w e l l s f o r t h e most p a r t i n t h e r e a r e 

Wo l f c a m p o i l w e l l s . 

Q. T h e r e a g a i n t h i s i s a b a s i c Morrow 

c h a n n e l ? 

A. T h a t ' s c o r r e c t , f l u v i a l d e l t a i c t y p e 

s e d i m e n t a t i o n . 

EXAMINER STOGNER: Any o t h e r q u e s t i o n s 

o f Mr. M a i o r i n o ? I f n o t . he may be e x c u s e d . 

Mr. Ke11ah i n. 

MR. KELLAHIN: I ' d l i k e t o c a l l Mr. 

P a r k h u r s t . 

DAVID PARKHURST 

H a v i n g been d u l y s w o r n upon h i s o a t h , was 
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e x a m i n e d and t e s t i f i e d as f o l l o w s : 

EXAMINATION 

BY MR. KELLAHIN: 

0. Mr. P a r k h u r s t , w o u l d y o u , p l e a s e , s t a t e 

y o u r name and o c c u p a t i o n ? 

A. My name i s D a v i d P a r k h u r s t . I w o r k as 

a r e s e r v o i r e n g i n e e r f o r M e r i d i a n O i l Company. 

Q. Mr. P a r k h u r s t , on p r i o r o c c a s i o n s have 

y o u t e s t i f i e d as a r e s e r v o i r e n g i n e e r ? 

A. No, I h a v e n ' t . 

Q. Summarize f o r us y o u r e d u c a t i o n . 

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

p e t r o l e u m e n g i n e e r i n g f r o m Texas Tech U n i v e r s i t y . 

Q. I n what y e a r , s i r ? 

A. December 1990. 

Q. S u b s e q u e n t t o g r a d u a t i o n , s u m m a r i z e f o r 

us y o u r e m p l o y m e n t as a r e s e r v o i r e n g i n e e r . 

A. I ' v e been w i t h M e r i d i a n f o r one y e a r 

and n i n e m o n t h s . 

Q. Do y o u r d u t i e s as a r e s e r v o i r e n g i n e e r 

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

r e m a i n i n g h y d r o c a r b o n r e c o v e r i e s o u t o f t h e S o u t h 

C o r b i n - M o r r o w gas p o o l ? 

A. Yes. i t d o e s . 

Q. How d i d y o u go a b o u t m a k i n g t h a t s t u d y 
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and i n v e s t i g a t i o n ? 

A. W e i l , we j u s t l o o k e d a t some o f t h e 

o f f s e t t i n g w e l l s , and we a l s o l o o k e d a t o u r 

l o c a t i o n h e r e , and we f e l t we had a good s h o t a t 

o b t a i n i n g some more r e s e r v e s a t t h i s l o c a t i o n . 

Q . L e t ' s look, s p e c i f i c a l l y a t Mr. 

Mai o r i no's d i s p l a y so t h a t i t can h e l p o r i e n t as 

t o t h e s e w e l l s . When y o u l o o k a t t h e s o u t h e a s t 

q u a r t e r c f S e c t i o n 20, t h e s u b j e c t w e l l — 

A. Yes. 

Q. -- why has t h a t been s e l e c t e d by y o u as 

a r e s e r v o i r e n g i n e e r as t h e o p t i m u m p l a c e i n t h i s 

s p a c i n g u n i t , b e i n g t h e e a s t h a l f o f t h e s e c t i o n , 

a t w h i c h t o a t t e m p t t o p r o d u c e t h e r e m a i n i n g 

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

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

l o c a t i o n has been s e l e c t e d i s b e c a u s e we a l r e a d y 

have a w e l l b o r e t h a t ' s 11,550 f e e t deep. 

Q. Have y o u made a d e t e r m i n a t i o n as t o 

w h e t h e r t h e a n t i c i p a t e d r e m a i n i n g Morrow gas 

r e s e r v e s a r e s u f f i c i e n t t o j u s t i f y d r i l l i n g a new 

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

o f t h a t gas? 

A. Yes, we h a v e . 

C. And what was y o u r c o n c l u s i o n ? 
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A. The c o n c l u s i o n was t h a t i t was n o t 

e c o n o m i c a l t o d r i l l a new w e l l f r o m , y o u know, a 

13,500 f o o t w e l l v e r s u s d r i l l i n g i n c r e m e n t a l l y 

2,000 f e e t . 

Q. U s i n g Mr. M a i o r i n o 1 s g e o l o g y and y o u r 

r e s e r v o i r e n g i n e e r i n g s k i l l s , can y o u c o n c l u d e 

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

r e c o v e r y o f t h e a d d i t i o n a l h y d r o c a r b o n s t h a t may 

r e m a i n i n t h i s M o rrow gas p o o l ? 

A. No. we c a n ' t . 

Q. L e t ' s t u r n now t o what i s m a r k e d as 

E x h i b i t No. 2. Would y o u i d e n t i f y and d e s c r i b e 

t h i s d i s p l a y ? 

A. Okay. E x h i b i t No. 2 i s a p r e s s u r e 

v e r s u s c u m u l a t i v e gas p r o d u c e d p l o t , o r P/Z p l o t , 

f o r t h e Hudson 2 9 - F e d e r a l No. 1. 

Q. Wh i c h w e l l i s t h a t ? 

A. I t i s t h e w e l l -- i t w o u l d be B. I t 

w o u l d be t h e Hudson — l e t ' s s e e , i n S e c t i o n 29. 

Q. A l l r i g h t . T h i s i s t h e s o u t h w e s t 

o f f s e t t o y o u r w e l l l o c a t i o n ? 

A. C o r r e c t . 

Q. Why d i d y o u i n v e s t i g a t e t h i s w e l l ? 

A. W e l l , w hat w e ' r e d o i n g i s l o o k i n g a t , 

y o u know, t h e w e l l s — t h i s w e l l h e r e p r o d u c i n g 
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o u t o f t h e Morrow and t h e U n c l e Com. , w h i c h i s 

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

and w h at w e ' r e d o i n g i s l o o k i n g a t u s i n g t h e 

r e m a i n i n g r e s e r v e s o u t o f e a c h o f t h o s e z o n e s t o 

d e t e r m i n e w h e t h e r o r n o t we have an e c o n o m i c a l 

s h o t a t d r i l l i n g t h e i n c r e m e n t a l 2,000 f e e t . 

Q. T e l l us y o u r c o n c l u s i o n s f r o m E x h i b i t 

No . 2 . 

A. W e l l , t h e E x h i b i t No. 2, t h e c o n c l u s i o n 

i s t h a t u s i n g a P/Z abandonment r a t e o f 250 

p o u n d s , we e s t i m a t e t h e u l t i m a t e r e c o v e r y o f t h i s 

w e l l t o be 3.5 B c f . 

Q. Have y o u made an e s t i m a t e o f t h e a r e a 

t h a t may have been d e p l e t e d o r a f f e c t e d by t h e 

p r o d u c t i o n o f t h a t amount o f gas o u t o f t h e 

Hudson 29 w e l l ? 

A. Yes. 29-No. 1. Yes, we h a v e . 

Q. Would t h a t a f f e c t t h e r e s e r v e p o t e n t i a l 

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

A. Yes., i t p r o b a b l y w o u l d . 

Q. L e t ' s t u r n now t o E x h i b i t No. 3 and 

i d e n t i f y and d e s c r i b e t h a t . 

A. Okay. T h i s i s t h e Hudson 2 9 - F e d e r a l 

No. 1. I t ' s a d e c l i n e c u r v e . And what we've 

done i s t a k e n t h e EOR t h a t was e s t i m a t e d f r o m t h e 
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2 P / Z c u r v e and t h e n i n p u t t h e c u m u l a t i v e gas 

2 produced up t o t h e t i m e t h e w e l l was s h u t - i n . 

3 And t h a t a l l o w e d us t o c a l c u l a t e what we t h o u g h t 

4 were t h e r e m a i n i n g r e s e r v e s l e f t i n t h e w e l l . 

5 Q • The Hudson 29 sto p p e d p r o d u c i n g i n 

6 e a r l y 1980? 

7 A . Yes . 

8 Q • Do you have a r e s e r v o i r e x p l a n a t i o n or 

9 an e n g i n e e r i n g c o n c l u s i o n w i t h r e g a r d s t o why 

1 0 t h a t w e l l was abandoned? 

1 1 
-X JL 

A . No, I d o n ' t . 

1 2 Q • You've e x t r a p o l a t e d on your d e c l i n e t h e 

1 3 p o t e n t i a l f o r r e m a i n i n g f u t u r e r e c o v e r i e s out of 

1 4 t h i s zone u s i n g t h i s a n a l y s i s ? 

A . Yes . 

1 6 Q • And you've t a k e n t h a t i n f o r m a t i o n and 

1 7 used i t as p a r t of your economics f o r j u s t i f y i n g 

1 S the r e e n t r y of t h e s u b j e c t w e l l ? 

1 9 A . That's c o r r e c t . 

2 0 Q • A i l r i g h t . L e t ' s see t h e r e s t of your 

2 1 a n a l y s i s . I f y o u ' l l t u r n t o E x h i b i t 4, would you 

2 2 i d e n t i f y and d e s c r i b e t h a t ? 

2 3 A . Yes. E x h i b i t No. 4 i s j u s t a P/Z c u r v e 

24 l i k e t h e one t h a t you p r e v i o u s l y saw, a l t h o u g h 

2 5 t h i s i s o ne i s f o r t h e Uncle Com. No. 1, whi c h i s 
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t h e s o u t h e a s t o f f s e t t o t h e p r o p o s e d l o c a t i o n . 

Q. When we move o v e r t o s o u t h e a s t o f f s e t , 

w h a t does E x h i b i t No. 4 show you? 

A. I t shows y o u as w e l l t h a t t h e r e i s a 

Morrow zone t h e r e as w e l l . I t ' s n o t t h e same 

zone t h a t i s p r o d u c i n g o u t o f t h e Hudson 29 No. 

1. D e n n i s e x p l a i n e d t h a t y o u have two d i f f e r e n t 

M o r row p r o d u c i n g h o r i z o n s . And o u r same l o g i c o f 

t h i n k i n g i s h e r e t h a t , i f we can d r i l l i n t h i s 

p a r t i c u l a r l o c a t i o n , we m i g h t be a b l e t o 

i n t e r s e c t b o t h z o n e s by d r i l l i n g h e r e . 

0. T u r n now t o E x h i b i t No. 5. Would y o u 

i d e n t i f y and d e s c r i b e t h a t ? 

A. Yes. E x h i b i t 5 i s t h e U n c l e Com. No. 1 

d e c l i n e c u r v e . We u s e d a s i m i l a r a n a l y s i s h e r e 

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

t h e F/Z c u r v e and i n p u t t i n g t h e c u m u l a t i v e 

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

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

as w e l l . 

Q. How have y o u t a k e n t h i s i n f o r m a t i o n 

t h e n and a n a l y z e d i t i n t e r m s o f w h e t h e r o r n o t 

t h e r e i s s u f f i c i e n t e c o n o m i c i n c e n t i v e t o j u s t i f y 

t h e r e e n t r y o f t h e S o u t h C o r b i n - F e d e r a l No. 3 

w e l l ? 
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A. W e l l , l i k e I mentioned b e f o r e , we're 

t a k i n g what appears t o be an o p t o m i s t i c approach 

i n t h a t we t h i n k a t t h i s p a r t i c u l a r l o c a t i o n we 

c a n ' t i n t e r s e c t b o t h of t h o s e zones t h a t were 

p r o d u c i n g i n each of t h e o f f s e t abandoned w e l l s . 

And. by t h e a n a l y s i s t h a t you've seen h e r e , we're 

h o p i n g t o have our be s t shot a t o b t a i n i n g 

r e m a i n i n g r e s e r v e s i n b o t h of those zones. 

Q. There i s s t i l l s u b s t a n t i a l g e o l o g i c and 

e n g i n e e r i n g r i s k w i t h r e g a r d s t o even t h e 

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

a d d i t i o n a l gas? 

A. Yes, t h e r e i s . 

Q. Let me have you t u r n t o E x h i b i t No. 6. 

Would you i d e n t i f y and d e s c r i b e t h a t e x h i b i t ? 

A. Okay. E x h i b i t No. 6 i s -- I have a 

r e s e r v e model h e r e , and I ' v e e x p l a i n e d p r e v i o u s l y 

t h a t t h e r e s e r v e model i s based on what we t h i n k 

t h e r e m a i n i n g r e s e r v e s are i n each of these 

w e l l s . And a d d i n g t h o s e two t o g e t h e r , you have 

gas r e s e r v e s of 760 m i l l i o n c u b i c f e e t . 

What we'd l i k e t o do i s s t a r t a t an 

i n i t i a l r a t e of 600 Mcf per day, an i n i t i a l r a t e 

of 3 b a r r e l s of o i l per day. Our economic 

p a r a m e t e r s , we want t o use a gas p r i c e t h a t ' s 
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$1.41 p e r Mcf h e l d f l a t and an o i l p r i c e o f $19 

p e r b a r r e l h e l d f i a t , o p e r a t i n g e x p e n s e s o f $1200 

a m o n t h , and an o v e r h e a d o f $500 a m o n t h . 

And, i n c o n c l u s i o n , y o u c a n see t h a t 

d r i l l i n g an i n c r e m e n t a l 2150 f e e t t o t h e Morrow 

F o r m a t i o n i s a m a r g i n a l l y e c o n o m i c p r o s p e c t o r a 

s a l v a g e o p e r a t i o n . D r i l l i n g a 13,000 f o o t new 

d r i l l w e l l i s , as y o u can s e e , i s v e r y n e g a t i v e 

e c o n o m i c s . 

Q. The new d r i l l a n a l y s i s n e v e r r e a c h e s a 

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

A. No, i t d o e s n ' t . 

Q. Never p a y s o u t ? 

A. Never p a y s o u t . 

Q. You n e v e r want t o do t h o s e k i n d o f 

d e a l s , do y o u 7 

A. No. we w o n ' t do t h a t d e a l . 

Q. On t h e r e e n t r y t h e n , y o u s t i l l have a 

4.6 y e a r p a y o u t ? 

A. R i g h t . L i k e I s a y , i t ' s v e r y m a r g i n a l 

e c o n o m i c s , and i t ' s b a s i c a l l y a s a l v a g e 

o p e r a t i o n . 

0. W i t h o u t t h e a p p r o v a l o f t h e r e e n t r y and 

u t i l i z a t i o n o f t h i s w e l l b o r e a t t h e u n o r t h o d o x 

l o c a t i o n , i n y o u r o p i n i o n a r e t h e r e p o t e n t i a l 
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r e c o v e r a b l e Morrow gas r e s e r v e s a l l o c a t e d t o t h i s 

b a s i n u n i t t h a t may n e v e r o t h e r w i s e be r e c o v e r e d ? 

A. Yeah, t h a t ' s t r u e . 

MR. KELLAHIN: T h a t c o n c l u d e s my 

e x a m i n a t i o n o f Mr. P a r k h u r s t . We move t h e 

i n t r o d u c t i o n o f h i s E x h i b i t s 2 t h r o u g h 6. 

EXAMINER STOGNER: E x h i b i t s 2 t h r o u g h 6 

w i l l be a d m i t t e d i n t o e v i d e n c e . I see an E x h i b i t 

No. 7. I'm s u r e y o u ' l l a d d r e s s t h a t l a t e r . 

MR. KELLAHIN: L e t me come b a c k t o t h a t 

now, p e r h a p s , w i t h t h i s w i t n e s s . T h i s i s an 

a p p r o p r i a t e t i m e . 

Q. I f o r g o t t o a s k Mr. M a i o r i n o a b o u t t h e 

o f f s e t t i n g o w n e r s h i p . Do y o u know t h e o f f s e t t i n g 

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

a r e a ? 

A. Yes. On t h e U n c l e Com. No. 1, M e r i d i a n 

i s a 100 p e r c e n t w o r k i n g i n t e r e s t owner. 

Q. H e l p us t o know w h e r e y o u a r e when y o u 

d e s c r i b e t h e w e l l by name. 

A. Okay. The U n c l e Com. No. 1 i s t h e w e l l 

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

i n S e c t i o n 28. 

Q. A l l r i g h t . Who's t h e o p e r a t o r o f t h a t 

one ? 
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A. M e r i d i a n O i l Company. 

0. When we move i n t o 29, who's t h e 

o p e r a t o r o f t h a t p r o p e r t y ? 

A. T h a t , I'm n o t s u r e who's t h e o p e r a t o r . 

0. Go i n t o t h e w e s t h a l f o f 2 1 . 

A. The w e s t h a l f o f 2 1 , Reed and S t e v e n s 

i s t h e o p e r a t o r o f t h e C o r b i n S t a t e No. 1, w h i c h 

i s t h i s W o l f c a m p w e l l t h a t ' s l o c a t e d i n t h e 

s o u t h e a s t q u a r t e r o f t h e s o u t h w e s t q u a r t e r . And 

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

s e c t i o n i s owned and o p e r a t e d by M e r i d i a n O i l 

Company. 

MR. KELLAHIN: Mr. E x a m i n e r , I do have 

-- I may r e c a l l Mr. M a i o r i n o , i f t h e E x a m i n e r 

d e s i r e s . He can v e r i f y t h e a d d i t i o n a l 

o w n e r s h i p . We do have a l a n d p l a t i n h e r e . The 

o p e r a t o r s h i p o f t h e S e c t i o n 29 p r o p e r t y i s 

M a t a d o r . We have w a i v e r s f r o m Reed and S t e v e n s 

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

p a r t i e s . And we've r e c e i v e d no o b j e c t i o n s . 

I need t o s u b m i t t o y o u t h o s e w a i v e r s 

b e c a u s e t h e y ' r e n o t a t t a c h e d t o E x h i b i t No. 7. 

EXAMINER STOGNER: Would y o u l i k e t o 

a t t a c h t h o s e a t t h i s t i m e ? A r e y o u a l s o g o i n g t o 

a t t a c h t h e l a n d p l a t ? 
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MR. KELLAHIN: L e t me s u p p l e m e n t t h a t 

w i t h an E x h i b i t 8 t h a t w i l l show t h e l a n d p l a t 

and t h e w a i v e r s . 

EXAMINER STOGNER: I f y o u w o u l d , I 

w o u l d a p p r e c i a t e t h a t . 

MR. KELLAHIN: A l l r i g h t , s i r . 

MR. STOVALL: Mr. K e l l a h i n , y o u have 

s u b m i t t e d y o u r a f f i d a v i t t h a t e v e r y b o d y has been 

n o t i f i e d ? 

MR. KELLAHIN: Yes, s i r . 

MR. STOVALL: I a c c e p t t h a t . 

MR. KELLAHIN: I w i l l a p p r o p r i a t e l y 

mark t h e s e w a i v e r s as e x h i b i t s , b u t t h o s e a r e t h e 

w a i v e r s f r o m Reed and S t e v e n s and M a t a d o r . 

EXAMINER STOGNER: M a t a d o r , as I 

u n d e r s t a n d i t , has t h e S e c t i o n 29? 

MR. KELLAHIN: Yes, s i r . They w o u l d 

o p e r a t e t h e p r o p e r t y t h a t i s o u r s o u t h o f f s e t . 

And Reed and S t e v e n s o p e r a t e s t h e e a s t o f f s e t . 

And S o u t h l a n d o p e r a t e s t h e s o u t h e a s t o f f s e t . 

MR. STOVALL: M a t a d o r must c o n c u r i n 

y o u r a s s e s s m e n t o f t h e p r o s p e c t ; t h e y ' r e w i s h i n g 

y o u l u c k on i t . 

MR. KELLAHIN: Yes. s i r . 
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EXAMINATION 

BY EXAMINER STOGNER: 

Q. I n o t i c e s o m e t h i n g i n t h e s u p p l e m e n t a l 

E x h i b i t No. 8 t h a t I d i d n ' t see i n t h e f i r s t 

e x h i b i t . I t l o o k s l i k e t h e r e ' s a n o t h e r w e l l a l s o 

on t h e same d r i l l i n g pad as an o l d P & A'd w e l l . 

Do y o u have any i n f o r m a t i o n on t h a t ? 

A. No, I d o n ' t . 

MR. KELLAHIN: Y o u ' l l see t h e d o u b l e 

mark on t h e d i s p l a y . 

MR. STOVALL: Ours i s c o v e r e d by an 

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

A. I b e l i e v e t h a t i t ' s an a b a n d o n e d 

s h a l l o w l o c a t i o n , b u t I'm n o t s u r e . 

MR. KELLAHIN: W e ' l l be happy t o 

p r o v i d e t h a t i n f o r m a t i o n , Mr. E x a m i n e r . I'm n o t 

s u r e we have i t a v a i l a b l e . 

Q. Do y o u have a co p y o f E x h i b i t 8 i n 

f r o n t o f you? 

A. No, I d o n ' t . 

Q. Take a l o o k a t t h i s and see i f y o u can 

d e t e r m i n e any i n f o r m a t i o n f r o m t h a t . 

MR. STOVALL: O f f t h e r e c o r d f o r t h i s 

d i s c u s s i o n . 

[A d i s c u s s i o n was h e l d o f f t h e r e c o r d . ] 
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EXAMINER STOGNER: L e t ' s go b a c k on t h e 

r e c o r d . 

Q. Have y o u f o u n d o u t any o t h e r 

i n f o r m a t i o n on t h i s m y s t e r y w e l l ? 

A. I t i s a s h a l l o w l o c a t i o n . I t ' s a Queen 

l o c a t i o n . I t ' s a b o u t 3300 f e e t deep. 

Q. I t l o o k s l i k e i t m i g h t have been T & 

A'd s o m e t i m e b a c k i n t h e 60s? 

A . Yes, s i r . 

EXAMINER STOGNER: I have no o t h e r 

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

q u e s t i o n s ? I f n o t , he may be e x c u s e d . 

Do y o u have a n y t h i n g e l s e , Mr. 

K e l l a h i n ? 

MR. KELLAHIN: T h a t c o m p l e t e s o u r 

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

EXAMINER STOGNER: Does a n y b o d y e l s e 

have a n y t h i n g f u r t h e r i n Case No. 10522? I f n o t , 

t h i s c a se 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 n d t h e p r o c e e d i n g s were c o n c l u d e d . ] 

I do hereby certify that the foregoing is 
a complete record of the pr-ce-^inQ; i-t 

, Exa -\ncr 
Oil Conservation Diviii"--. 
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