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COMMISSIONER LAMAY: Good morning t o t h e O i l 

C o n s e r v a t i o n Commission. And I ' d l i k e t o i n t r o d u c e 

my f e l l o w commissioners. I'm B i l l LaMay, Chairman. 

On my l e f t i s t he Commissioner B i l l Weiss, and on my 

r i g h t Miss V i r g i n i a B a i l e y who i s r e p r e s e n t i n g 

Commissioner Baca of the S t a t e Land O f f i c e , and we 

welcome you t o our c u r r e n t h e a r i n g . We w i l l b e g i n by 

c a l l i n g Case Number 10251. 

COMMISSIONER WEISS: A p p l i c a t i o n of K a i s e r 

F r a n c i s O i l Company f o r a Pool C r e a t i o n , Eddy 

County, New Mexico. A p p l i c a t i o n -- a p p l i c a n t , I 

b e l i e v e , has requested t h i s case be c o n t i n u e d . 

COMMISSIONER LAMAY: I have on my n o t i c e , 

Mr. Carr. 

MR. CARR: May i t please t h e commission, 

K a i s e r F r a n c i s has requested t h a t t h i s case be 

c o n t i n u e d t o the next scheduled commission h e a r i n g . 

COMMISSIONER LAMAY: Thank you. With t h a t 

s u g g e s t i o n Case Number 10251 w i l l be c o n t i n u e d t o 

the June 12th commission h e a r i n g . I f you make a note 

on t h a t June 12th d a t e , I b e l i e v e t h a t ' s a 

Wednesday, i s n ' t i t ? Our c o n t r a c t i s u s u a l l y on 

Thursday. Case Number 9931. 

COMMISSIONER WEISS: A p p l i c a t i o n of Arco O i l & 

Gas Company f o r pr e s s u r e maintenance expansion i n 
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u n o r t h o d o x gas i n j e c t i o n w e l l , Eddy C o u n t y , New 

M e x i c o . 

MR. CARR: May i t p l e a s e t h e c o m m i s s i o n , A r c o 

a l s o r e q u e s t s t h a t t h i s case be c o n t i n u e d u n t i l t h e 

June 1 2 t h h e a r i n g . 

COMMISSIONER LAMAY: W i t h o u t o b j e c t i o n , Case 

No. 9931 w i l l be c o n t i n u e d t o Wednesday, June 1 2 t h 

h e a r i n g d a t e . Case Number 10193. 

COMMISSIONER WEISS: A p p l i c a t i o n o f Beach 

E x p l o r a t i o n , I n c . , f o r s t a t u t o r y u n i t i z a t i o n , Eddy 

C o u n t y , New M e x i c o . I b e l i e v e i t ' s been r e q u e s t e d 

t h a t t h i s case be c o n t i n u e d ; i s t h a t c o r r e c t ? 

MR BRUCE: Mr. Co m m i s s i o n e r , I r e p r e s e n t t h e 

a p p l i c a n t i n t h a t case and t h e y r e q u e s t e d t h a t i t be 

d i s m i s s e d . 

COMMISSIONER LAMAY: Thank y o u . W i t h o u t 

o b j e c t i o n , Case Number 10193 w i l l be d i s m i s s e d 

w i t h o u t p r e j u d i c e t o t h e a p p l i c a n t . Case Number 

10211 . 

MR. CARR: A p p l i c a t i o n o f Santa Fe Energy 

O p e r a t i n g P a r t n e r s , L.P. f o r c o m p u l s o r y p o o l i n g , Lea 

C o u n t y , New M e x i c o . 

COMMISSIONER LAMAY: C a l l f o r a p p e a r a n c e s i n 

Case 10211. 

MR. KELLAHIN: Mr. Com m i s s i o n e r , I'm 
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Tom K e l l a h i n of the Santa Fe Law Firm of K e l l a h i n , 

K e l l a h i n , & Aubrey. I r e p r e s e n t Hanley Petroleum, 

I n c . , and we would l i k e , Mr. Chairman, t o have t h e 

second case c a l l e d and c o n s o l i d a t e d on the 

commission docket today f o r t h a t purpose. 

MR. BRUCE: Mr. Commissioner, I'm Jim Bruce 

from t h e H i n k l e Law Firm r e p r e s e n t i n g Santa Fe 

Energy O p e r a t i n g P a r t n e r s L.P., and we would c o n f e r 

w i t h Mr. K e l l a h i n ' s r e q u e s t . 

COMMISSIONER LAMAY: Thank you. You a l s o , 

Mr. Carr? 

MR. CARR: May i t please the commission. My 

name i s W i l l i a m F. Carr from the law f i r m of 

Campbell & Black P.A. of Santa Fe. I would l i k e t o 

e n t e r my appearance on the b e h a l f of Co r b i n E. Yates 

Company. We c o n f e r on the re q u e s t t o c o n t i n u e . 

COMMISSIONER LAMAY: Okay. We w i l l c a l l t h e n 

Case Number 10291. 

MR. KELLAHIN: A p p l i c a t i o n of Hanley 

Petroleum, I n c . , f o r compulsory p o o l i n g , Lea County, 

New Mexico. 

COMMISSIONER LAMAY: As we've j u s t heard 

t h e r e ' s no o b j e c t i o n s . We s h a l l c o n s o l i d a t e Case 

Number 10291 w i t h w i t h Case Number 10211. W i l l a l l 

those who p l a n t o g i v e t e s t i m o n y please stand and 
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r a i s e your r i g h t hand, and we w i l l g i v e t h a t a t t h i s 

t i m e . 

(The w i t n e s s e s were d u l y sworn.) 

MR. STOVALL: Mr. Chairman, b e f o r e we a c t u a l l y 

b e g i n , j u s t f o r the r e c o r d , I ' d l i k e t o s t a t e a 

b r i e f p r o c e d u r a l background t h a t has been agreed t o 

by t h e p a r t i e s and adopted. 

This i s a De Novo h e a r i n g from these 

cases. Examiners' o r d e r s were e n t e r e d i n these 

cases. I b e l i e v e Hanley Petroleum has f i l e d t h e 

a p p l i c a t i o n f o r De Novo h e a r i n g . The p a r t i e s , as I 

und e r s t a n d , are prepared t o s t i p u l a t e and agree t h a t 

t h e r e c o r d from t h e examiner h e a r i n g should be 

pr e s e n t e d and i n c o r p o r a t e d i n t o t h e r e c o r d from t h i s 

case o n l y . 

Santa Fe Energy and Hanley Petroleum 

p r e s e n t e d evidence a t the examiner h e a r i n g , and they 

have s u b m i t t e d t o the Commissioners a summary, i f 

you w i l l , of t he evidence which i s p r e s e n t e d , I 

t h i n k s t i p u l a t e d , as t o the e s s e n t i a l f a c t s 

r e g a r d i n g l a n d q u e s t i o n s t h a t come up, and t h e r e 

w i l l be no t e s t i m o n y , as I understand, p r e s e n t e d 

p u r s u a n t t o our p r e h e a r i n g c o n v e r s a t i o n d i s c u s s i o n . 

The summaries of the g e o l o g i c and 

e n g i n e e r i n g h e a r i n g t e s t i m o n y are pr e s e n t e d so t h a t 

HUNNICUTT REPORTING 
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we, the commission, can have some awareness of what 

went on a t the examiner h e a r i n g making t h e 

i n c o r p o r a t i o n of the examiner h e a r i n g -- making t h e 

i n c o r p o r a t i o n of the examiner r e c o r d somewhat 

m e a n i n g f u l , and h o p e f u l l y making t h i s a more 

e f f i c i e n t h e a r i n g . 

I t h i n k the p a r t i e s have q u e s t i o n e d and 

commented, and t h e r e i s i n f i l e notes from t h e 

p r e h e a r i n g c o n f e r e n c e , and the p a r t i e s w i l l c o r r e c t 

me i f I'm wrong, one o t h e r m a t t e r t h a t needs t o be 

addressed. Hanley Petroleum subpoenaed some 

i n f o r m a t i o n , or requested t o subpoena f o r 

i n f o r m a t i o n , from Santa Fe r e g a r d i n g , I b e l i e v e , t h e 

5-1 w e l l t o the n o r t h e a s t of the s u b j e c t p r o r a t i o n 

u n i t i n accordance and c o n s i s t e n t w i t h t h e 

commissions o r d e r p r e v i o u s l y i s s u e d i n t h i s case 

r e g a r d i n g subpoena. 

The commission, i n response t o a motion 

t o quash by Santa Fe, e l i m i n a t e d c e r t a i n items of 

i n f o r m a t i o n s p e c i f i c a l l y not r e q u i r i n g Santa Fe t o 

produce a mud l o g , and r e q u i r i n g o n l y p r o d u c t i o n of 

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

t o t e s t i n g . I n f o r m a t i o n which would be a v a i l a b l e i n 

p u b l i c r e c o r d . And o t h e r than t h a t , t h e subpoena 

was u p h e l d , and I assume the i n f o r m a t i o n has been 
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p r o v i d e d i n accordance w i t h t h a t . That's j u s t a 

p r o c e d u r a l background which needs t o be i n the 

re c o r d s f o r 

COMMISSIONER LAMAY: Does t h a t f a i r l y s t a t e 

t h e -- Mr. K e l l a h i n ? 

MR. KELLAHIN: When i t ' s a p p r o p r i a t e , 

Mr. Chairman, I ' d l i k e t o make some opening 

comments, and then an opening statement w i t h regards 

t o my c l i e n t ' s p o s i t i o n , but i n s h o r t response t o 

Mr. S t o v a l l , he i s c o r r e c t . We had r e c e i v e d t h e 

subpoena documents f o r t h e 5-1 w e l l by 11 o'c l o c k on 

Tuesday t h i s week, and t h a t i n f o r m a t i o n has been 

used by my w i t n e s s e s . 

COMMISSIONER LAMAY: Thank you. Mr. Bruce, 

Mr. Carr agreed w i t h those s t i p u l a t e d --

MR. BRUCE: Yes, s i r . 

MR. CARR: Yes, s i r , I do. 

COMMISSIONER LAMAY: W e l l , we s h a l l b e g i n w i t h 

opening statements t h e n . Mr. K e l l a h i n . 

MR. KELLAHIN: Let me p r o v i d e you some 

background of what counsel have attempted t o p r e s e n t 

today f o r you. F i r s t of a l l , i f you lo o k a t the 

docket f o r the h e a r i n g today, you have been served 

by i g n o r i n g i t . I t does not now r e f l e c t t h e 

p o s i t i o n of t he case b e f o r e you. I t i s , i n f a c t , on 
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appeal b e f o r e you f o r De Novo purposes based upon 

the a p p l i c a t i o n of Hanley. Hanley was the l o s i n g 

p a r t y b e f o r e t h e examiner. E i t h e r Heyco or Santa Fe 

Energy sought t o appeal the examiner's d e c i s i o n s . 

There i s some c o m p l e x i t y t o the a d v e r t i s e m e n t , and 

i t t a l k s about p o o l i n g of v a r i o u s zones, whether 

t h e y ' r e t h e s h a l l o w o i l zones on 40-acre spacing or 

the Deeper Wolfcamp on 80-acre s p a c i n g . 

You may remember t h i s case. I t was 

b e f o r e you back i n January on the subpoena i s s u e . 

I t now i s back t o you on the m e r i t s . As background, 

we are a t t e m p t i n g t o p r e s e n t t h i s case a l i t t l e 

d i f f e r e n t l y . 

Rather than p r e s e n t a l l of the e x p e r t 

w i t n e s s e s and a l l of the f a c t u a l evidence from s t a r t 

t o f i n i s h , as we have sometimes done i n the p a s t , 

counsel have agreed t o a d i f f e r e n t p r e s e n t a t i o n i n 

the hopes and e x p e c t a t i o n s t h a t we can more q u i c k l y 

focus on the t e c h n i c a l issues by which you can ap p l y 

your e x p e r t i s e , and not spend your time and energy 

t a l k i n g about d e t a i l s f o r which we can't s t i p u l a t e , 

and f o r which you need not devote your a t t e n t i o n . 

We have o r g a n i z e d t h e p r e s e n t a t i o n s such 

t h a t Hanley has s u b m i t t e d t o you a p r e h e a r i n g 

f i l i n g , or what we've summarized d i f f e r e n t t h i n g s 
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about. Mr. Bruce, on b e h a l f of h i s c l i e n t , has done 

something s i m i l a r . The examiner t r a n s c r i p t , and 

e x h i b i t s , and d i s p l a y s , t o t a l some f o u r or 500 

pages, and so, i n an e f f o r t t o i n c o r p o r a t e t h a t 

r e c o r d but g i v e you a document t h a t ' s m e a n i n g f u l t o 

you, Hanley has pres e n t e d t o you a b r i e f , i f you 

w i l l . 

The f i r s t p a r t of t h a t memo i s t h e 

s t i p u l a t e d c h r o n o l o g y of lan d eve n t s . A comment i n 

my opening statement here i n a moment about 

sequence, v e r y b r i e f l y : The bottom l i n e about t h e 

lan d s i t u a t i o n i s the p a r t i e s can't agree on e i t h e r 

who o p e r a t e s , on what AFE t o a p p l y , and where t o 

l o c a t e t h e w e l l . 

As a r e s u l t of t h a t , t h e r e are competing 

f o r c e p o o l i n g a p p l i c a t i o n s b e f o r e t h e examiner. The 

r e s e r v o i r s i n v o l v e d are a sh a l l o w o i l p r o s p e c t i n 

the Bone S p r i n g s . There i s a l s o s u b s t a n t i a l Wolfcamp 

o i l p o t e n t i a l -- t h i s i s the South C o r b i n Wolfcamp 

p o o l - - The acreage i n q u e s t i o n i s a standup 80-acre 

spa c i n g u n i t f o r t h e Wolfcamp o i l , and i t would be 

the west h a l f of the nor t h w e s t q u a r t e r , s e c t i o n 8. 

There i s Bone Springs p r o d u c t i o n i n pools 

e s t a b l i s h e d b o t h t o the east and t o the west of t h i s 

t r a c k . The Wolfcamp p r o d u c t i o n i s t o the s o u t h . 
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Hanley has a 40-acre t r a c t i n s e c t i o n 8. I t ' s t h e 

o n l y acreage t h a t they have i n the immediate 

v i c i n i t y . Santa Fe and Heyco c o n t r o l s u b s t a n t i a l 

acreage a l l around t h i s 40-acre t r a c t . And i n the 

f a l l of l a s t y e ar, i n November, s u b m i t t e d t o Hanley 

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

80-acre standup u n i t . Hanley c o n t r o l s t h e t o p 40, 

Santa Fe and Heyco c o n t r o l the bottom 40. Each of 

those two p a r t i e s s p l i t t h e i r share 25/25. 

The impetus f o r Santa Fe's a p p l i c a t i o n 

was t h e f a c t t h a t j u s t east of the Hanley t r a c t on 

the a d j a c e n t 40 ac r e s , Santa Fe had j u s t d r i l l e d and 

t e s t e d what i s c h a r a c t e r i z e d as the Kachina 8-1 

w e l l -- Kachina 8 Federal 1. That w e l l i s a 

s u b s t a n t i a l o i l producer i n the Wolfcamp. Santa Fe 

pr e s e n t e d t o Hanley a p r o p o s a l t o p a r t i c i p a t e i n 

t h a t w e l l , but r e f u s e d t o g i v e us data from t h a t 

w e l l i n which t o make an inf o r m e d c h o i c e . Thus, t h e 

subpoenas, and thus the r e s u l t i n g data s u b m i t t e d t o 

Hanley. 

When Hanley r e c e i v e d t h a t d a t a , t h e y 

q u i c k l y r e c o g n i z e d t h a t i n t h e i r g e o l o g i c o p i n i o n 

t h e p r e f e r a b l e optimum l o c a t i o n i n which t o d r i l l 

t h e w e l l was on t h e i r own acreage i n the n o r t h 40. 

Santa Fe proposed i n the south 40. We have t h a t 
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d i s p u t e t o r e s o l v e today as where t o put the w e l l . 

As a r e s u l t of a l l the t r a d i n g of paper 

and t a l k i n g landman t o landman about who i s going t o 

do what t o whom, the end r e s u l t i s no one can 

agree. And so, i f the commission determines t h a t an 

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

p o o l i n g o r d e r , you have two t o choose from. One i s 

the Santa Fe p o o l i n g a p p l i c a t i o n which proposes t h e 

w e l l i n t h e south 40 under t h e i r o p e r a t i o n . Hanley 

proposes, i n t h e i r competing p o o l i n g case, t h e 

l o c a t i o n of t he w e l l i n the n o r t h 40. The g e o l o g i c 

d i s p u t e b e f o r e the examiner was one t h a t had two 

e s s e n t i a l components t o i t . 

One was a s t r u c t u r a l component. We have 

summarized i n our memorandum the g e o l o g i c t e s t i m o n y , 

t h e f i r s t p a r t of which was s t r u c t u r e . From a 

layman's p e r s p e c t i v e , and I ' l l t r y t o d e s c r i b e i t t o 

you i n t h a t essence, the n o r t h s i d e of the s e c t i o n 

r e p r e s e n t s t h e r e e f f r o n t of t h i s r e e f f o r t h e Bone 

S p r i n g s , t h e Wolfcamp, and o t h e r h o r i z o n s , and t h a t 

o f f t h e f r o n t of t h i s r e e f t h e r e were d e b r i s f l o w s 

t h a t r an p e r p e n d i c u l a r t o the face of the r e e f . The 

r e e f i s r u n n i n g east and west, and the d e b r i s f l o w s 

i n g e o l o g i c t i m e brought m a t e r i a l s down t o the base 

of t h e slope of t h e r e e f and d e p o s i t e d our g e o l o g i c 
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r e e f system p e r p e n d i c u l a r t o the face of the r e e f . 

And as t h i s carbonate was b u i l t up over g e o l o g i c 

t i m e t h e n . 

The n o t i o n i s t h a t you need t o o r i e n t 

your e x p l o r a t i o n so t h a t you s t a y i n the g r e a t e s t 

t h i c k n e s s of the carbonate. That was our g e o l o g i c 

p r e s e n t a t i o n , and w e ' l l go t h r o u g h t h a t a gain t h i s 

morning. Santa Fe's competing g e o l o g i c p o s i t i o n was 

t h a t t h e y were f r e e t o o r i e n t the d e b r i s f l o w s of 

the carbonate i n the Wolfcamp i n a f a s h i o n t h a t was 

o b l i q u e t o the r e e f f r o n t . Hanley contended t h a t 

t h e r e was a s t r u c t u r a l p o i n t of importance t o t h e 

l o c a t i o n of t he w e l l . 

I t i s u n d i s p u t e d t h a t the Hanley l o c a t i o n 

i s s u p e r i o r s t r u c t u r a l l y a t both t h e Wolfcamp and i n 

the Bone S p r i n g s . Hanley contends t h a t t h e 

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 because i t w i l l 

a v o i d water i n the Bone S p r i n g s , and w i l l a v o i d 

water on the south s i d e of these d e b r i s f l o w s i n the 

Wolfcamp. Mr. Toma f o r Santa Fe c o n t e s t s t h a t p o i n t . 

We went t h r o u g h a whole days h e a r i n g b e f o r e Examiner 

Morrow, and a t the end he says, " W e l l , gentlemen, I 

t h i n k I've got i t f i g u r e d o u t . One of you t h i n k s 

t h e r e ' s a water problem, and the o t h e r t h i n k s 

t h e r e ' s n o t , and you guys can t a l k i f you want, but 
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I u n d e r s t a n d t h e problem." Recognizing those k i n d s 

of comments from us, the lawyer says, "How are we 

goi n g t o p r e s e n t t h i s t o you?" So t h a t ' s what we've 

chosen t o do i s t r y t o summarize t h e r e c o r d f o r 

you. Give i t t o you and l e t you lo o k a t i t and then 

focus i n t h i s morning on the major g e o l o g i c p o i n t s . 

The s t r u c t u r e , we contend, i s i m p o r t a n t . 

Santa Fe says i t ' s n o t . You need t o make some 

judgment about t h a t q u e s t i o n . Santa Fe, when they go 

i n t o t h e carbonate t h e r e a t t h i s o b l i q u e a n g l e , 

caused t h e g r e a t e s t t h i c k n e s s t o be pl a c e d on the 

south 40 and minimized t h e t h i c k n e s s of the 

carbonate on the Hanley acreage. We t h i n k t h a t ' s 

i n a p p r o p r i a t e and t h a t ' s a d i f f e r e n c e . 

The o t h e r q u e s t i o n i s e n g i n e e r i n g , and we 

have an e n g i n e e r i n g w i t n e s s t o p r e s e n t t o you. He's 

done a d e t a i l e d study of the r e s e r v o i r e n g i n e e r i n g 

based upon t h e d e c l i n e curve a n a l y s i s . I t i s h i s 

o p i n i o n t h a t t h e s u p e r i o r l o c a t i o n from a Wolfcamp 

r e s e r v e r e c o v e r y p o i n t of view i s the Hanley 

acreage. He contends t h e r e i s 250 t o between 260,000 

b a r r e l s of o i l t o be reco v e r e d a t the Hanley 

l o c a t i o n , w h i l e he says a t the most t h e Santa Fe 

l o c a t i o n i n the south w i l l l o g a t 130,000 b a r r e l s of 

o i l . So i t ' s a s i g n i f i c a n t d i f f e r e n c e t o him because 
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f o r h i s company he has c o n c l u d e d t h a t t h e p o s i t i o n 

o f t h i s w e l l may c o s t H a n l e y a m i l l i o n d o l l a r s , and 

t h e f e d e r a l g o vernment 250,000 w o r t h o f wo r k . So 

i t ' s o f consequence where we p u t t h e w e l l . 

The a d d i t i o n a l t e s t i m o n y f r o m t h e 

r e s e r v o i r e n g i n e e r i s t h a t you have an a l t e r n a t i v e 

c h o i c e f o r s o l u t i o n o f t h i s case t h a t was n o t 

p r e s e n t e d t o t h e e x a m i n e r . F o l l o w i n g t h e e x a m i n e r 

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

f o r t h an a l t e r n a t i v e remedy, and t h a t i s t o a p p r o v e 

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

4 0 - a c r e t r a c t and l e t us d r i l l o u r w e l l . T h a t ' s 

p e r m i t t e d u n d e r t h e South C o r b i n Wolfcamp p o o l 

r u l e s . I t i s r u l e two and r u l e t h r e e o f t h o s e 

r u l e s , and w e ' l l a g r e e w i t h t h o s e r u l e s . T h e r e i s 

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

p r e c l u d e us f r o m d o i n g t h a t . We t h i n k t h a t i s a 

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

I f you choose n o t t o t r y and d e c i d e w h i c h 

g e o l o g y i s b e t t e r , you may have t h e c o m f o r t o f 

c h o o s i n g b o t h , and l e t b o t h w e l l s be d r i l l e d . We 

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

as an a l t e r n a t i v e remedy. 

A few comments on how t h e book was 

o r g a n i z e d : I f t h e r e ' r e f a u l t s and d e f e c t s w i t h t h a t 
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o r g a n i z a t i o n , t h e y ' r e mine and not my c l i e n t ' s . 

F o l l o w i n g t h e p r e h e a r i n g conference on F r i d a y I took 

i t upon myself t o t r y t o implement what I t h o u g h t we 

were a g r e e i n g t o . 

The f i r s t p a r t of i t i s the l a n d 

c h r o n o l o g y i n which we s e t f o r t h t h e sequence of 

events b e f o r e t h e commission, t h e d i v i s i o n , and t h e 

l a n d t e s t i m o n y . And then I blocke d out the 

p r e s e n t a t i o n where t h e r e ' s a g e o l o g i c d i s c u s s i o n and 

e n g i n e e r i n g d i s c u s s i o n . I t ' s from page, I t h i n k , 10 

t o 30 of t h e memo, and then f o l l o w i n g t h a t are a 

number of i n s e r t s . The f i r s t i n s e r t i s t he examiner 

o r d e r . I would i n v i t e your a t t e n t i o n t o t h a t 

examiner o r d e r because Examiner Morrow summarized 

bo t h p a r t i e s ' p o s i t i o n s . He d e t a i l e d i t i n h i s 

f i n d i n g s and he says, "Here's t h e p o s i t i o n s . " He 

then went on and reached a c o n c l u s i o n t h a t we 

d i s a g r e e d w i t h . 

I t i s our c o n t e n t i o n t h a t he f a i l e d t o 

r e s o l v e t h e case on i t s m e r i t s . The f i n d i n g s i n 

which he r e s o l v e d the m a t t e r of who wins i s t h a t he 

s a i d t h a t i t was of importance t o him t o m a i n t a i n an 

80-acre d i a g o n a l p a t t e r n t o how the w e l l s i n t h e 

poo l were b e i n g developed. We're going t o t a l k about 

t h a t l a t e r . That's one of the i s s u e s . We contend 
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t h a t he d i d n o t d e c i d e t h e case on i t s m e r i t s and 

chose t o d e c i d e i t on an i s s u e t h a t i s n o t r e q u i r e d , 

n o t mandated by t h e r u l e s , and c e r t a i n l y n o t 

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

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

e s t a b l i s h i n g t h e r u l e s f o r t h e So u t h C o r b i n 

Wolfcamp. You can see t h e sequence o f t h e r u l e s . 

The f i r s t o r d e r was e n t e r e d by an Examiner C a t a n a c h 

i n w h i c h he d e n i e d S o u t h l a n d R o y a l t y ' s a p p l i c a t i o n 

f o r 8 0 - a c r e s p a c i n g ; s a i d i t d i d n ' t w o r k . He s a i d 

t h e r e were c o m p e t i n g w e l l s on 4 0 - a c r e o f f s e t s . He 

s a i d t h e y s h o u l d be i n c o m m u n i c a t i o n w i t h each o t h e r 

and a r e n ' t , so he d e n i e d i t . I t was a p p e a l e d , went 

t o t h e c o m m i s s i o n , and t h e c o m m i s s i o n e r s t a t e m e n t s 

a t t h a t t i m e a p p r o v e d i t and e s t a b l i s h e d 8 0 - a c r e 

s p a c i n g f o r t h e C o r b i n Wolfcamp. S u b s e q u e n t l y , 

a b o u t 18 months l a t e r , i t was r e a f f i r m e d and made 

permanent on 8 0 - a c r e s p a c i n g . We p u t t h o s e i n t h e r e 

f o r you t o l o o k a t . 

F o l l o w i n g t h a t a r e t h e H a n l e y e x h i b i t s , 

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

s u mmaries, and t h e n I have p u t i n t h e p r i n c i p a l 

e x h i b i t s f r o m Santa Fe on t h e i r g e o l o g i c 

p r e s e n t a t i o n . And f i n a l l y , we've t a k e n c e r t a i n o f 

t h e l e t t e r s exchanged between t h e p a r t i e s so you 
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c o u l d see what t h e i r p o s i t i o n s were w i t h r e g a r d t o 

the correspondence. 

I don't propose t o p r e s e n t a l l of my 

wi t n e s s e s today t o you t h a t were p r e s e n t e d a t the 

examiner l e v e l , but they are here today t o respond 

t o q u e s t i o n s should you have any. I ' d l i k e t o 

i n t r o d u c e them t o you so t h a t you know who th e y a r e : 

Mr. Dave Robbins; i f y o u ' l l stand up. Mr. Robbins 

i s a g e o l o g i s t . He's p r e s i d e n t of Hanley Petroleum 

I n c . , and he w i l l be our p r i n c i p a l g e o l o g i c w i t n e s s 

today. 

B i l l Huck i s a r e s e r v o i r p e t r o l e u m 

e n g i n e e r . He t e s t i f i e d a t the examiner h e a r i n g . He 

w i l l t e s t i f y today about r e s e r v o i r p e t r o l e u m 

e n g i n e e r i n g . B r e t t Bracken. Mr. Bracken was t h e 

pe t r o l e u m g e o l o g i s t t h a t t e s t i f i e d b e f o r e t h e 

examiner. Mr. Bracken's t e s t i m o n y i s i n the 

t r a n s c r i p t s , and he prepared most of the g e o l o g i c 

d i s p l a y s y o u ' l l see today. Jim Rodgers i s the l a n d 

man f o r Hanley. He d i d not t e s t i f y a t t he p r i o r 

h e a r i n g , but he's c e r t a i n l y a v a i l a b l e t o answer 

q u e s t i o n s i f t h e commission d e s i r e s t o g i v e him 

q u e s t i o n s . 

That concludes my p r e s e n t a t i o n . When 

i t ' s a p p r o p r i a t e , I w i l l c a l l Mr. Robbins as our 
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f i r s t t e c h n i c a l w i t n e s s , and we w i l l d i s c u s s t h e 

geology. 

COMMISSIONER LAMAY: Thank you, Mr. K e l l a h i n . 

MR. BRUCE: Mr. Chairman, Mr. K e l l a h i n i s 

r i g h t about t h e commission having t o make some 

d e c i s i o n . The p a r t i e s have been n e g o t i a t i n g now on 

and o f f f o r f i v e months, maybe more, and t h e y j u s t 

c a n't come t o terms. There's two p r i m a r y i s s u e s , 

w e l l l o c a t i o n and c o o p e r a t i n g . As f a r as w e l l 

l o c a t i o n , Santa Fe w i l l p r e s e n t g e o l o g i c a l evidence 

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

g e o l o g i c a l l y t o Hanley's l o c a t i o n . Santa Fe's 

g e o l o g i c a l i n t e r p r e t a t i o n i s , we b e l i e v e , t h e o n l y 

i n t e r p r e t a t i o n t h a t honors w e l l data i n c l u d i n g data 

from t h e r e c e n t l y completed Kachina 5-1 w e l l . 

We w i l l show t h a t the data from t h a t w e l l 

corresponds t o our p r i o r g e o l o g i c a l i n t e r p r e t a t i o n , 

but does not agree w i t h Hanley's i n t e r p r e t a t i o n . We 

b e l i e v e t h a t t h e Hanley l o c a t i o n i s moving toward 

the Center Wolfcamp carbo n a t e , whereas Santa Fe's 

l o c a t i o n w i l l have been t h e same carbonate t h i c k n e s s 

as t h e Kachina 8 #1 w e l l which o f f s e t s t h i s u n i t t o 

the e a s t , and t h e r e f o r e , i s the b e t t e r g e o l o g i c a l 

p r o s p e c t . Mr. Thoma, our g e o l o g i s t , w i l l a l s o show 

t h a t t h e r e w i l l be no water problem a t Santa Fe's 
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l o c a t i o n , a l t h o u g h i t i s a b o u t 10 o r 15 f e e t 

l o w e r -- s t r u c t u r a l l y l o w e r -- t h a n t h e H a n l e y 

l o c a t i o n . 

Perhaps more i m p o r t a n t l y , Santa Fe w i l l 

show t h a t i t s l o c a t i o n i s b e t t e r f r o m a r e s e r v o i r 

e n g i n e e r i n g s t a n d p o i n t . T h i s p o o l i s spaced on 80 

a c r e s , and t h e r e ' s a r e a s o n f o r t h a t . S o u t h l a n d 

R o y a l t y Company came i n s e v e r a l y e a r s ago and 

o b t a i n e d 8 0 - a c r e s p a c i n g f o r t h i s p o o l and showed 

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

a p p r o x i m a t e l y 80 a c r e s . 

We b e l i e v e t h a t i f you have a d i r e c t 

o f f s e t t o t h e Santa Fe/Heyco K a c h i n a 8 #1 w e l l , 

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

t h e r e w o u l d be a s e v e r e p r e s s u r e drawdown w h i c h w i l l 

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

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

w e l l u n i t w h i c h w o u l d n o t be r e c o v e r e d w i t h o u t 

d r a i n i n g -- w i t h o u t d r i l l i n g -- a t Santa Fe's 

l o c a t i o n . 

As t o who o p e r a t e s t h e w e l l , we w i l l g e t 

i n t o t h a t i n more d e t a i l . As Mr. K e l l a h i n has s a i d , 

t h i s w e l l i s a o n e - s h o t d e a l f o r H a n l e y . Santa Fe 

owns i n t e r e s t and a p p r o x i m a t e l y 3,000 a c r e s i n t h i s 

a r e a and has d r i l l e d two w e l l s ; d e s i r e s t o d r i l l 
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t h i s one, has p a r t i c i p a t e d w i t h M e r i d i a n i n about 

t e n o t h e r w e l l s i n t h i s p o o l . He b e l i e v e s i t i s a 

q u a l i f i e d o p e r a t o r and should be g i v e n o p e r a t o r 

share of t h i s w e l l l o c a t i o n . Santa Fe O i l w i l l a l s o 

show t h a t i t has a reasonable w e l l c o s t e s t i m a t e , 

and t h a t i t compares w i t h o t h e r r e c e n t l y completed 

w e l l s i n t h i s p o o l . 

Mr. K e l l a h i n mentioned something about 

the commission s e l e c t i n g which AFE should be imposed 

on t h e p a r t i e s . I don't t h i n k the commission has t o 

do t h a t . The commission s e l e c t s an o p e r a t o r , and i t 

uses i t s own AFE, and i f t h a t w e l l c o s t -- the f i n a l 

w e l l c o s t -- the a c t u a l w e l l c o s t -- i s not 

re a s o n a b l e , then a p a r t y who di s a g r e e s w i t h t h a t can 

come i n a f t e r t h e f a c t under t h e terms of t h e 

commission o r d e r and c o n t e s t t h a t w e l l c o s t . 

But t h e commission i s n ' t here today t o 

say t h e Hanley w e l l c o s t e s t i m a t e i s re a s o n a b l e , or 

the Santa Fe w e l l c o s t e s t i m a t e i s reasonable. We 

b e l i e v e we w i l l show t h a t our w e l l c o s t e s t i m a t e i s 

rea s o n a b l e . I don't t h i n k t h a t r e a l l y i s p a r t of 

the f i n a l o r d e r which w i l l be decided by the 

commission. 

F i n a l l y , Mr. Chairman, we d i d p r e s e n t --

we do not p l a n on u s i n g any lan d t e s t i m o n y a t t h i s 
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t i m e . I b e l i e v e t h a t ' s been covered by the 

s t i p u l a t i o n s and p a r t i e s . I w i l l p r e s e n t t h r e e 

w i t n e s s e s ; g e o l o g i c a l , r e s e r v o i r e n g i n e e r i n g , and 

d r i l l i n g e n g i n e e r i n g w i t n e s s e s . We have p r o v i d e d 

t e s t i m o n y o u t l i n e s , which the y w i l l p r e t t y much 

f o l l o w today i n t h e i r p r e s e n t a t i o n , and we have 

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

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

i s s u e s . They w i l l a l s o be p r e s e n t i n g some new 

t e s t i m o n y based i n p a r t on m a t t e r s t h e y d i d not 

a n t i c i p a t e a t the f i r s t h e a r i n g , and a l s o m a t t e r s 

t h a t concern t h e completed w e l l s i n the p o o l . Thank 

you . 

COMMISSIONER LAMAY: Mr. Carr. 

MR. CARR: May i t please t h e commission, I 

r e p r e s e n t Harvey E. Yates Company. Harvey E. Yates 

Company owns 50 pe r c e n t of the wo r k i n g i n t e r e s t 

under t h e southwest q u a r t e r of the no r t h w e s t q u a r t e r 

of s e c t i o n 8. This i s one of the two 40-acre t r a c t s 

t h a t i s t h e s u b j e c t of the p o o l i n g a p p l i c a t i o n b o t h 

f i l e d by Santa Fe and f i l e d by Hanley. And no m a t t e r 

which of those a p p l i c a t i o n s you should g r a n t , we 

would e v e n t u a l l y have 25 pe r c e n t of t h e w o r k i n g 

i n t e r e s t i n the w e l l . 

U n l i k e the o t h e r p a r t i e s b e f o r e you, 
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we're n o t s e e k i n g t o o p e r a t e t h i s w e l l . We c o u l d 

have gone w i t h e i t h e r , and o u r c o n c e r n , I t h i n k , i s 

l i k e t h e c o n c e r n o f t h e o t h e r s , t h a t t h e w e l l be 

d r i l l e d i n t h e b e s t l o c a t i o n and o p e r a t e d i n an 

e f f i c i e n t manner, so t h a t a l l o f us d e r i v e t h e 

maximum b e n e f i t f r o m t h e p r o p e r t y . 

I w i l l c a l l one w i t n e s s . T h i s w i t n e s s 

has made an i n d e p e n d e n t s t u d y o f t h e a r e a , and based 

upon on t h i s s t u d y , we a r e b e f o r e you i n s u p p o r t o f 

t h e a p p l i c a t i o n o f Santa Fe. We w i l l p r e s e n t 

t e s t i m o n y w h i c h w i l l show t h a t we f i r m l y b e l i e v e 

t h a t i t i s n o t o n l y t h e b e s t l o c a t i o n f r o m a 

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

f a c t o r i n o u r d e c i s i o n t o go w i t h Santa Fe -- n o t 

j u s t t h e i r t r a c k r e c o r d , w h i c h i s q u i t e s u b s t a n t i a l 

i n t h e a r e a , b u t we w i l l a l s o show you t h a t we 

b e l i e v e t h a t t h e e x a m i n e r p r o p e r l y and c o r r e c t l y 

r e s o l v e d t h i s m a t t e r , n o t o n l y coming down on t h e 

s i d e where t h e t e c h n i c a l case was t h e s t r o n g e s t , b u t 

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

e f f i c i e n t d e v e l o p m e n t o f t h e wh o l e r e s t . 

COMMISSIONER LAMAY: Am I c o r r e c t t o assume 

t h a t you a l l a g r e e d t h a t t h e r e c o r d o f t h e e x a m i n e r 

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

case? 
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MR. CARR: Yes, s i r . 

MR. BRUCE: Yes, s i r . 

MR. KELLAHIN: Yes, s i r . 

COMMISSIONER LAMAY: Without o b j e c t i o n t h e n , 

the r e c o r d of the examiner h e a r i n g w i l l be p a r t of 

t h i s case, and, Mr. K e l l a h i n , you may proceed. 

MR. KEHALLIN: Thank you, s i r . Before I s t a r t , 

I ' d l i k e t o c a l l Mr. Dave Robbins. While we're 

s e t t i n g up t he d i s p l a y s , i t has c e r t a i n of these 

e x h i b i t s i n a l a r g e r f o r m a t . We've a l s o d i s t r i b u t e d 

t o t h e commission, and t o the counsel of r e c o r d , 

s m a l l e r v e r s i o n s of the same d i s p l a y s , and i n c l u d e a 

complete copy of the g e o l o g i c p r e s e n t a t i o n t h i s 

morning as w e l l as the e n g i n e e r i n g package of 

i n f o r m a t i o n . Are you ready? 

MR. ROBBINS: Yes, s i r . 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. For the r e c o r d , w i l l you please s t a t e 

your name and occupation? 

A. My name i s L.D. Robbins. I'm from 

M i d l a n d , Texas, and I'm the p r e s i d e n t of Hanley 

Petroleum. 

Q. Mr. Robbins, we don't have t h e b e n e f i t 

of microphones i n the h e a r i n g room, and so, i f you 
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can keep your v o i c e up, perhaps w e ' l l a l l have a 

b e t t e r chance t o hear your comments t h i s morning. 

The background of your e x p e r i e n c e , Mr. Robbins, 

would you summarize i t f o r us s t a r t i n g w i t h your 

e d u c a t i o n a l background and then c o n t i n u i n g on w i t h 

your employment experience? 

A. Yes, s i r . I graduated from t h e S t a t e 

U n i v e r s i t y i n Baton Rouge, L o u i s i a n a , i n 1955. I was 

employed by the Ohio O i l Company now Marathon. I 

worked f o r Marathon i n v a r i o u s f i e l d s , s t a f f , and 

management p o s i t i o n s u n t i l 1982 when I r e t i r e d t o 

tak e my p r e s e n t p o s i t i o n as P r e s i d e n t of Hanley 

Petroleum. I have worked d e t a i l e d geology and 

managed t h e e x p l o r a t i o n of d e t a i l e d geology i n 

Sou t h e a s t e r n New Mexico s i n c e 1968. 

I'm sure you're aware of Marathon's 

o p e r a t i o n i n t h i s area, i n l a n d b a s i n , i n the Eunice 

area e a r l y on, and w h i l e w i t h Marathon, I might add, 

I've a l s o served on the r e s e a r c h a d v i s o r y committee 

f o r t h e r e s e a r c h c e n t e r a t L i n c o l n , Colorado, f o r 

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

developed a s e t of d e p o s i t i o n of models wo r l d w i d e t o 

be used i n e x p l o r a t i o n and development of o i l f i e l d s 

and p a r t i c u l a r l y f o c u s i n g on carbonate r o c k s . 

Q. Describe f o r us, what your r e l a t i o n s h i p 
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i s w i t h Mr. B r e t t Bracken, the g e o l o g i c w i t n e s s t h a t 

t e s t i f i e d b e f o r e t h e examiner. 

A. W e l l , I d i r e c t l y s u p e r v i s e d Mr. Bracken 

and a s s i s t e d him. 

Q. Have you come t o c e r t a i n g e o l o g i c 

c o n c l u s i o n s , Mr. Robbins, w i t h r e g a r d t o t h i s 

p r o s p e c t t h a t i s being proposed by bo t h Hanley and 

Santa Fe? 

A. Yes, I have. 

MR. KELLAHIN: At t h i s t i m e , Mr. Chairman, we 

te n d e r Mr. Robbins as an e x p e r t i n p e t r o l e u m and 

geology. 

COMMISSIONER LAMAY: His q u a l i f i c a t i o n s are 

accepted. 

Q. (By Mr. K e l l a h i n ) Let me have you go 

back and s t a r t a t t he b e g i n n i n g of how you and 

Mr. Bracken have analyzed t h i s g e o l o g i c p r o s p e c t and 

commenced w i t h whether or not you have made a 

l i t e r a t u r e search -- a r e f e r e n c e m a t e r i a l search --

t o d etermine t h e r e g i o n a l geology a v a i l a b l e t o you 

from which t o reach c o n c l u s i o n s . 

A. W e l l , going back t o the -- years ago 

i n t o t h e e a r l y '70s -- i t became r e c o g n i z e d t h a t i n 

the New Mexico p a r t of the Delaware Basin as w e l l as 

the Texas p a r t of the Midland B a s i n , which i s a l l 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

29 

p a r t of t h e g r e a t e r Permian Bas i n , t h a t people were 

e n c o u n t e r i n g , q u i t e u n e x p e c t e d l y , o i l pays i n the 

Bone Springs and Wolfcamp i n t e r v a l s , which were 

e s s e n t i a l l y d a r k , b l a c k b a s i n a l r o c k , w h i l e d r i l l i n g 

t h r o u g h them i n t o deeper zones, and i t was somewhat 

d i f f i c u l t t o e x p l a i n how r e s e r v o i r q u a l i t y rocks 

c o u l d be d e p o s i t e d i n these deep waters out i n f r o n t 

of t h e edge of the r e e f s which c o n t r o l l e d or 

i n r i n g e d t h e edge of the b a s i n . I have an e x h i b i t 

here which i s a c o n t r a r y map cont o u r e d on the Yates, 

which i s a s h a l l o w permian marker t h a t has been 

prepared by the Geomat Company, and i t shows a steep 

d i p here t u r n i n g east/west across the n o r t h r i m of 

the Delaware Basin i n New Mexico. 

Q. How i s t h a t i d e n t i f i e d on t he d i s p l a y i n 

terms of a c o l o r ? 

A. I t ' s h i g h l i g h t e d i n b l u e , and what t h i s 

r e p r e s e n t s i s the so u t h e r n edge of the r e e f f r o n t 

and s h e l f edges d u r i n g t h e Permo-Pennsy1vania t i m e . 

T h i s t r e n d s east/west from here t o here, as you can 

see p e r m u l a t i o n s and v a r i o u s t h i n g s , b u t the g e n e r a l 

t r e n d i s from t h e west toward the e a s t . I t b r i n g s 

on down. I t goes south down t h r o u g h Carlsbad i n the 

v i c i n i t y of Ca r l s b a d , and i s exposed i n t h e Ca p i t a n 

Reef. I t a l s o swings down and goes down t h e west 
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s i d e of t h e C e n t r a l Basin p l a t f o r m i n the Eunice 

area, but on t h i s n o r t h e r n p a r t here of where we're 

d e a l i n g t o d a y , you see a number of h i l l s here t h a t 

are o u t l i n e d i n green, and these are o i l f i e l d s t h a t 

are out i n the b a s i n area of the s h e l f edges and 

r e e f f r o n t s . As you can see from t h e shape t h a t t h e y 

have, based on the development d r i l l i n g t hus f a r , 

t h e y are s o r t of o r i e n t e d p a r a l l e l t o t he s h e l f edge 

and r e e f f r o n t . 

Q. I s t h e r e g e n e r a l g e o l o g i c agreement 

among g e o l o g i s t s i n c u r r e n t l i t e r a t u r e , and w i t h i n 

t h e i n d u s t r y , about the l o c a t i o n and o r i e n t a t i o n of 

t h i s r e e f f a c e , or the r e e f f r o n t ? 

A. Oh, yes. And when we s t a r t e d e x p l o r i n g 

f o r t h i s i n here, i n the m i d - e i g h t i e s b e f o r e we 

bought our lease here, t h i s was our e x p l o r a t i o n 

t e c h n i q u e t h a t we used based on s t u d i e s by 

s c i e n t i s t s of core data and o u t c r o p data t h a t these 

a r e , i n f a c t , d e t r i t e s t h a t are the source on the 

r e e f s , and r e e f f r o n t , and s h e l v e s , and t h e y ' r e 

d e p o s i t e d i n t o t h e b a s i n by d e n s i t y f l o w s --

t u r b i d i t y f l o w s of t h i s n a t u r e . I t ' s t h e o n l y 

mechanism t o get a rock of t h i s t ype i n t o t h i s deep 

wa t e r . 

Q. To c o n t i n u e w i t h your a n a l y s i s then of 
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how you u l t i m a t e l y d e t e r m i n e d t h a t t h e optimum 

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

p a r t i c u l a r c a s e , what i s t h e n e x t t h i n g t h a t you as 

a g e o l o g i s t examine? H a v i n g e s t a b l i s h e d t h e 

e x i s t e n c e o f t h i s r e e f f r o n t , r e c o g n i z i n g t h e d e b r i s 

f l o w s down t h e f a c e o f t h i s r e e f , what t h e n do you 

do? 

A. W e l l , what you have t o do i s one, you 

have t o d e v e l o p a d e p o s i t i o n a l model t o e x p l a i n how 

t h e r o c k g o t t h e r e and what i t s o r i e n t a t i o n m i g h t be 

so you m i g h t have a b e t t e r f e e l o r a b e t t e r l o o k and 

n o t o n l y i n e x p l o r i n g f o r i t , b u t once you f i n d i t , 

how t o d e v e l o p i t . 

Q. Do you have a d i s p l a y t h a t r e p r e s e n t s 

t h e d e b r i s f l o w m o d e l i n g ? 

A. Yes, we do, b u t I m i g h t p o i n t o u t t o t h e 

c o m m i s s i o n e r b e f o r e we p r o c e e d , h e r e i s t h e S o u t h 

C o r b i n Wolfcamp f i e l d , and h e r e i s H a n l e y ' s p r o p o s e d 

1 o c a t i o n . 

Q. I t ' s i d e n t i f i e d w i t h t h e r e d a r r o w , i s 

i t ? 

A. Y o u ' l l n o t i c e t h e s e f i e l d s more o r l e s s 

t r e n d t h i s way. T h e y ' r e n o t on an e c h e l o n i n any 

d i r e c t i o n t o t h i s --

Q. Reef f a c e ? 
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A . Reef f a c e . 

Q. A l l r i g h t , s i r . 

A. You've been s u p p l i e d a copy of a paper 

t h a t was d e r i v e d by w r i t t e n by C a r l McDaniel, 

L o r i Pray, Dr. Harry Cook and o t h e r s where they 

s t u d i e d what t h e y term " A l l o c h t h o n o u s carbonate 

d e b r i s f l o w s i n the Devonian and A l b e r t a and Western 

Canada." And on o u t c r o p s t u d i e s t h e y found t h a t 

here were rocks t h a t you would n o r m a l l y f i n d i n 

s h e l v e s , or s h a l l o w water d e p o s i t s , out i n deep 

water surrounded by b l a c k , b a s i n a l r o c k . And so how 

you would get these types of rocks d e p o s i t e d i n t o 

t h i s w a t e r , hundreds i f not thousands of f e e t below 

any e f f e c t i v e wave base t h a t might s o r t them or move 

them around, i s q u i t e a p u z z l e , and they developed 

based on t h i s o u t c r o p study i n Canada some models. 

And what t h i s does i s s c h e m a t i c a l l y shows a s h e l f 

edge or r e e f f r o n t on the r i g h t , and d e p o s i t s 

emanating from i t a t more or l e s s r i g h t angles down 

the s l o p e , and the reason they come a t r i g h t angles 

i s t h a t t h e y ' r e d e n s i t y f l o w s , and t h i s i s t he way 

-- t h i s i s t h e path of l e a s t r e s i s t a n c e f o r g r a v i t y 

f l o w i s a d i r e c t f l o w . I t ' s not a b l o c k t o i t or 

a n y t h i n g . I t ' s going t o go s t r a i g h t down t he h i l l . 

Q. Describe f o r us how t h i s w i l l r e l a t e t o 
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th e Wolfcamp -- w e l l , d e s c r i b e f i r s t of a l l , as we 

move down t h e face of the r e e f face on t h i s s h e l f . 

A. Un-huh. 

Q. And we go i n t o d i f f e r e n t g e o l o g i c 

f o r m a t i o n s and types and we get t o the Bone Springs? 

A. Uh-huh. 

Q. What do you expect t o f i n d as a 

g e o l o g i s t when you get t o the Bone Springs? 

A. W e l l , i n the Bone Springs and i n the 

Wolfcamp, you can draw an analogy and t h e y ' r e b o t h 

b a s i n a l rock u n i t s and t h e y ' r e b l a c k r o c k s . I f 

you've ever seen them on the o u t c r o p i n the Ca p i t a n 

Mountains, and so knowing t h a t t h e y ' r e b a s i n a l 

r o c k s , when we f i n d t h a t t h e y are of r e s e r v o i r 

q u a l i t y , however a t y p i c a l t h e y might be, you have t o 

decide on how they got t h e r e t o be able t o e x p l o r e 

b e t t e r f o r them. 

Now, w e ' l l proceed here t o the next 

i l l u s t r a t i o n . T his i s a schematic from t h e same 

paper t h a t I mentioned, and i t shows a r e e f w a l l , or 

a. s h e l f edge, and maybe a r e e f here w i t h t h i s r o c k 

and t h i s d e b r i s f l o w going down the h i l l and b e i n g 

d e p o s i t e d i n the Basin. This i s a schematic diagram 

of one of these p a r t i c u l a r i n t e r v a l s t h a t t h e y 

s t u d i e d i n some d e t a i l . 
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Q. You're g o i n g t o have t o d e s c r i b e i n 

words when you p o i n t t o t h e d i s p l a y . You're now 

l o o k i n g a t t h e d i s p l a y on t h e l e f t s i d e o f E x h i b i t 

Number 3? 

A. R i g h t . And what you have h e r e i s an 

i n t e r v a l t h a t has b l o c k s , some o f w h i c h a r e o v e r 30 

m e t e r s i n s i z e , d e p o s i t e d i n a m a t r i x o f b a s i n a l 

r o c k s t h a t a r e swept up and r o l l e d a l o n g as t h i s 

s t u f f comes down t h e h i l l and i s d e p o s i t e d , and we 

have used t h i s i n o u r e x p l o r a t i o n f o r t h e -- b o t h 

t h e Bone S p r i n g s and t h e Wolfcamp as a n o v e l t o t r y 

t o e x p l o r e f o r t h i s , and a l s o t o d e v e l o p i t . 

Q. Can you c o n c l u d e as a g e o l o g i s t t h a t t h e 

s t r u c t u r a l r e l a t i o n s h i p t h a t you mapped f o r t h e Bone 

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

t h a t you map f o r t h e Wolfcamp, o r w i l l t h e y be 

d i f f e r e n t ? 

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

as you see f r o m t h e Y a t e s , and t h i s p e r s i s t s down 

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

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

n o r t h , and so t h i s i s t h e r e g i o n a l s t r u c t u r e t h a t i s 

p a r t o f New M e x i c o , and I m i g h t add, you a l s o have 

an a b s t r a c t f r o m a n o t h e r p a p e r by Dr. H a r r y Cook, 

who i s a l s o a p a r t y t o t h i s e a r l y p a p e r on n o r t h e r n 
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Canada t i t l e d Sedimentoloqy of some A l l o c h t h o n o u s 

Deep-Water Carbonate R e s e r v o i r s , Lower Permian, West 

Texas; Carbonate Debris Sheets, Aprons, or Submarine 

Fans? And i n t h i s a b s t r a c t he d e s c r i b e s much of what 

I have a l l u d e d t o a l r e a d y i n t h a t t h e " s h o a l - w a t e r 

bank and r e e f carbonates f l o w downslope i n t o t h e 

M i d l a n d and Delaware Basin, f o r m i n g a wide v a r i e t y 

of r e d e p o s i t e d l i t h o f a c i e s . " And so t h i s i s a model 

t h a t we've used i n e x p l o r i n g and d e v e l o p i n g f o r t h i s 

t y p e of f i e l d . 

Q. Before we leave t h i s d i s p l a y , g i v e us a 

b r i e f summary, g e o l o g i c a l l y , of where the o i l i s 

w i t h i n t h e f o r m a t i o n . Where are you going t o f i n d 

i t ? 

A. W e l l , the o i l -- you can have in d i g e n o u s 

o i l i n t h e b a s i n a l r o c k s , but i t would be t r a p p e d 

and t h e r e ' s no mechanism f o r f l o w i n g t h i s o i l unless 

you had a crack or something l i k e t h a t . So the o i l 

w i l l be developed i n the c l e a n e r s h e l f edge r o c k s , 

so t h e y ' r e r e d e p o s i t e d i n the b a s i n , and the n a t u r e 

of t h i s p o r o s i t y or a f f e c t i v e r e s e r v o i r , would be 

w i d e l y d i f f e r i n g . I t might be-- i n some cases i f 

you had i n t e r g r a n u l e p o r o s i t y or some d e b r i s , or you 

might have a vuggy p o r o s i t y or i n t e r s l a b p o r o s i t y or 

h o l e s t h a t are p r e s e r v e d i n those p i l e s of d e b r i s , 
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so i t i s a v e r y complex s y s t e m . 

I t i s a syst e m r a t h e r t h a n e x p e c t i n g t o 

have a u n i f o r m - t y p e o f p r o d u c t i o n f r o m w e l l s , you 

w o u l d e x p e c t i t t o be v e r y e r r a t i c i n d e e d , and I 

t h i n k t h a t e v e r y o n e t h a t has p l a y e d t h e Wolfcamp i n 

t h e D e l a w a r e B a s i n o f New Mexico knows one t h i n g 

a b o u t i t , i s where you f i n d i t , and you f i n d i t 

e s s e n t i a l l y by d r i l l i n g , and once you f i n d i t , i t 

may v a r y w i d e l y f r o m w e l l t o w e l l . So t o a p p l y any 

s o r t o f a v e r a g e 100,000 b a r r e l s p e r w e l l , o r 

s o m e t h i n g l i k e t h i s , i s s o m e t h i n g t h a t you w o u l d n o t 

e x p e c t i n t h i s t y p e o f a d e p o s i t i o n a l s y s t e m . 

Q. When you t a l k a b o u t e x p l o r a t i o n 

d e v e l o p m e n t i n t h e Wolfcamp and see t h e w i d e l y 

v a r y i n g r e s e r v o i r q u a l i t i e s f r o m w e l l t o w e l l , do 

you see t h e v a r i a t i o n s i n t h e w e l l s l o c a t e d as c l o s e 

as 40 a c r e s a p a r t ? 

A. W e l l , i t ' s p r o f o u n d , and o u r n e x t 

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

Q. A l l r i g h t , s i r . L e t ' s c o n t i n u e . 

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

So u t h C o r b i n f i e l d shows t h a t i t ' s b a s i c a l l y a 

p r o d u c t i o n map. And what we've done i s we've 

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

v a r i o u s h o r i z o n s , and s t a r t i n g a t t h e t o p y o u ' l l see 
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i n t h i s p i n k c o l o r , p r o d u c t i o n from t h e 

Queen/Grayburg which produces here, here, and here 

on 40-acre spacing o i l , which i s the same as 

s t a t e w i d e , 40 acr e s . 

The next one down i s p r o d u c t i o n from t h e 

Delaware. The next i s the Bone Springs and you can 

see t h a t Bone Springs p r o d u c t i o n t o the west of the 

80-acre p r o r a t i o n u n i t t h a t ' s i n c o n t e s t and Bone 

Springs p r o d u c t i o n t o the e a s t , and these are v e r y 

s i m i l a r carbonate d e b r i s f l o w s t o those t h a t are 

p r e s e n t i n the Wolfcamp and are produced i n t h e 

South C o r b i n f i e l d , which i s h i g h l i g h t e d here i n 

y e l l o w . Also I would p o i n t out t h a t t h i s i s t he 

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

T h is i s the Hanley low recommended 

l o c a t i o n . This i s the Santa Fe l o c a t i o n here. T h i s 

i s t h e l o c a t i o n 510 f e e t from Hanley's east/west 

l i n e of t h e Kachina 8-1 Wolfcamp o i l producer. This 

i s t h e l o c a t i o n of t he Kachina 5-1 Santa Fe lower 

Wolfcamp o i l producer. 

Q. When you lo o k t o the west of the 80-acre 

t r a c t i n q u e s t i o n , t h e r e are two o t h e r c i r c l e s . 

What do those r e p r e s e n t , Mr. Robbins? 

A. These r e p r e s e n t l o c a t i o n s t h a t have not 

been d r i l l e d y e t but p e r m i t s have been a p p l i e d f o r . 
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This r e p r e s e n t s , I t h i n k , t h e 29, and t h i s i s t he 

number 30, and they are both operated i n the 

Southland R o y a l t y . This one, we und e r s t a n d , t h e 

p e r m i t has been r e c e i v e d . And t h i s one, t h e p e r m i t 

has been a p p l i e d f o r , and these l o c a t i o n s are a l s o 

l o c a t e d 510 f e e t west of the Hanley lease l i n e h ere, 

and a l s o 510 f e e t from t h e lease l i n e of t he t r a c t 

owned by Santa Fe and Waco, so -- I ' l l get t o t h i s 

l a t e r , b u t i t looks l i k e t h e r e ' s q u i t e a l o t of 

a c t i v i t y r i g h t around here. And f o r some reason, 

everybody t h a t ' s d r i l l i n g around here wants t o get 

as c l o s e t o t h i s Hanley lease as the law a l l o w s . 

Q. W e l l , t h e r e ' s a g e o l o g i c e x p l a n a t i o n , i s 

t h e r e n o t , f o r t h a t a c t i v i t y ? 

A. Yes, s i r . 

Q. And what i s t h a t ? 

A. We'll proceed. Now t h i s i s a s t r u c t u r e 

map c o n t o u r e d on the second Bone Springs carbonated 

base, which i s above the Wolfcamp, and what t h i s 

shows i s a s t r u c t u r a l s t r i p e t h a t t r e n d s more or 

l e s s east/west s i m u l a t i o n i s t h i s , but i f y o u ' l l 

t a k e a s t r u c t u r e l i n e and go across t h e map, y o u ' l l 

see t h a t i t t r e n d s from t h e west t o the e a s t . The 

d i p i s t o the s o u t h . Again, here's t h e Hanley 

recommended l o c a t i o n . This i s the 5-1 w e l l r e c e n t l y 
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c o m p l e t e d by Santa Fe, and you can see i t 

s u b s t a n t i a l l y v e r i f i e s t h e e a s t / w e s t s t r i p e t h a t 

H a n l e y had p r e v i o u s l y mapped, so t h e s e t h e n have 

been i n c o r p o r a t e d i n t o o u r p r e s e n t a t i o n , and a r e an 

i n t e g r a l p a r t o f i t . 

Q. B e f o r e we g e t --

A. They a l s o show t h a t t h i s i s t h e 

K a c h i n a 8 # 1 t h a t i s a t a subsea d e p t h o f 4,580. 

The H a n l e y l o c a t i o n , t h i s i s a 5 0 - f o o t c o n t o u r 

i n t e r v a l a p p r o x i m a t e l y , a c c o r d i n g t o t h i s 

i n t e r p r e t a t i o n , 25 f e e t h i g h t o t h e p r o d u c i n g 8-1 t o 

t h e e a s t . I t i s 100 f e e t h i g h t o Santa Fe's 

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

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

i n t h e Bone S p r i n g s . 

Q. Why? 

A. Because i t ' s h i g h e r and i t w i l l be o u t 

o f t h e w a t e r . 

Q. I s t h e r e a w a t e r r i s k t o down s t r u c t u r e 

Bone S p r i n g s w e l l s i n t h i s area? 

A. Yes, s i r . Y o u ' l l see o v e r h e r e t o t h e 

w e s t t h a t t h e s e w e l l s s t o p more o r l e s s r i g h t i n 

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

Q. Which i s t h e c o n t o u r l i n e y o u ' r e 

p o i n t i n g t o t h a t says " r i g h t h e r e " ? 
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A. I t ' s 4,600 f e e t subsea more o r l e s s . 

Q. S o u t h o f 4,600 f e e t subsea i s an absence 

o f Bone S p r i n g s p r o d u c t i o n because i t ' s now i n t h e 

w a t e r l e a k ? 

A. T h a t ' s c o r r e c t . And t h i s was a l s o 

t e s t i f i e d t o by Santa Fe p r e v i o u s l y . 

Q. I s t h e r e any d o u b t i n y o u r mind as a 

g e o l o g i s t t h a t as t o t h e Bone S p r i n g s , t h e H a n l e y 

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

A. No, s i r . Our map, t o g e t h e r w i t h 

S anta Fe's map, and w e ' l l show you a c o m p a r i s o n o f 

t h a t h e r e s h o r t l y t h a t w i l l v e r i f y t h i s . 

Q. Okay. When we l o o k a t t h e r e l a t i o n s h i p 

o f t h e K a c h i n a 8-1 w e l l t o t h e H a n l e y l o c a t i o n , you 

s a i d i t was a b o u t 25 f e e t h i g h t o t h e K a c h i n a 8-1? 

A. Yes, s i r . We w i l l i l l u s t r a t e t h a t and 

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

Q. And t h e r e l a t i o n s h i p t h e n t o t h e K a c h i n a 

5-1 w e l l i n t h e Bone S p r i n g s f o r y o u r l o c a t i o n t o 

i t ? 

A. We're a b o u t 60-70 f e e t below i t down 

s t r u c t u r e . 

Q. A l l r i g h t , s i r . L e t ' s c o n t i n u e . 

A. T h i s s t r u c t u r e map, a l s o c o n t o u r e d on 

5 0 - f o o t c o n t o u r i n t e r v a l s , i s on t o p o f t h e Lower 
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Wolfcamp, and t h i s h o r i z o n i s i m m e d i a t e l y above t h e 

i n t e r v a l t h a t i s around 700 f e e t t h i c k t h a t you 

be g i n t o encounter r e s e r v o i r q u a l i t y rocks i n the 

Lower Wolfcamp i n the South C o r b i n f i e l d . 

Q. Why d i d you and Mr. Bracken choose t o 

map your s t r u c t u r e on t o p of the Lower Wolfcamp 

s t r u c t u r e as opposed t o some o t h e r p o i n t ? 

A. W e l l , we have mapped t h i s . We have 

mapped i t on the base and on the t o p , and we have 

p r e s e n t e d a map a t the l a s t h e a r i n g c o n t o u r e d on the 

base, and t h i s map i s cont o u r e d on the t o p , and t h e 

reason we're u s i n g t h i s map now on the t o p 

e s s e n t i a l l y f o r two reasons: one, i t shows t h e 

east/west s t r i p v e r y p r o m i n e n t l y ; i t a l s o shows t h e 

South Dip. The o t h e r t h i n g t h a t we see here t h a t ' s 

of importance i s , as you con t o u r t h i s , and 

i n c i d e n t a l l y , t h i s i s the r e c e n t l y d r i l l e d 5-1 w e l l 

of Santa Fe, and you can see the datum here. And t h e 

datum here i s 6763, and datum on the 8-1 i s 6786, so 

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

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

Now, as you come w i t h t h i s s o u t h , 

east/west s t r i p e and south d i p o f f the r e e f w a l l s 

and s h e l f edges t o the n o r t h , you n o t i c e t h a t t h e 

c o n t o u r s p u l l r a t h e r s h a r p l y t o the s o u t h , come back 
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i n and are r e - e n t e r e d here, come back out again and 

go around, and t h i s i s c a l l e d i n the o i l b u s i n e s s , a 

"nose" or " s t r u c t u r a l nose" or promontory, and what 

t h i s i s i s a s t r u c t u r a l f e a t u r e t h a t doesn't have 

s t r u c t u r a l c l o s u r e , but y e t i t i s a s t r u c t u r a l 

f e a t u r e , and you can see t h a t t h i s i s q u i t e a 

pronounced f e a t u r e , and you can a l s o see t h a t 

t h e r e ' s c o n c e n t r a t i o n of y e l l o w dots on t h i s 

p l a t f o r m - l i k e or promontory area, and we b e l i e v e 

t h a t t h i s has g r e a t s i g n i f i c a n c e , as we w i l l show 

you w i t h t h e next i l l u s t r a t i o n . 

We b e l i e v e t h i s t o be a s t r u c t u r a l 

e x p r e s s i o n of the d e p o s i t i o n of the r e s e r v o i r 

q u a l i t y rocks i n the Lower Wolfcamp, and i f t h i s i s , 

i n e f f e c t , a grade s t r u c t u r e or a compaction 

s t r u c t u r e over t h i s d e p o s i t , and i f t h i s i s t he 

case, t h e n the isopach map of these rocks should 

match c l o s e l y and should t r e n d n o r t h / s o u t h . 

Q. A l l r i g h t . L et's go t o the next 

d i s p l a y . 

A. S u r p r i s e . This i s the isopach map of the 

Queen c a r b o n a t e , which i s l i m e s t o n e , i n t h e Lower 

Wolfcamp i n the v i c i n i t y of t he South C o r b i n f i e l d . 

What t h i s map r e p r e s e n t s i s t a k i n g a l l t h e w e l l l o g s 

i n t h i s area and going t h r o u g h t h i s Lower Wolfcamp 
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i n t e r v a l t h a t I mentioned i s about 700 f e e t t h i c k , 

and I ' l l show you and d e f i n e i t c l o s e l y i n a cross 

s e c t i o n s h o r t l y , and adding up and c o u n t i n g t h e 

gamma r a y d e f l e c t i o n t h a t r e p r e s e n t s c l e a n r o c k s , 

are t h e b l u e , i f you w i l l , as you see i n the 

i l l u s t r a t i o n on t he e a s e l , and we add a l l t h i s up 

and we get a number, and then we c o n t o u r , so i t i s 

the gross r e s e r v o i r ; p o t e n t i a l r e s e r v o i r q u a l i t y 

r o c k or c l e a n carbonate i n the Lower Wolfcamp, and 

as y o u ' l l n o t i c e the t r e n d of t h i s i s e s s e n t i a l l y 

n o r t h / s o u t h , and i t narrows the gray s t r u c t u r e t h a t 

I j u s t showed you on the t o p of the Lower Wolfcamp. 

Y o u ' l l n o t i c e access of t h i s d e p o s i t i s 

e s s e n t i a l l y n o r t h / s o u t h . You have lobes or f i n g e r s 

or d i s t r i b u t a r i e s , or whatever t h e y a r e , t u r n e d o f f 

of t h i s i n c e r t a i n areas, but as you go from t h e 

t h i c k t o t h e t h i n , t o the t h i c k t o t he t h i n , t h i s i s 

the a x i s . The a x i s i s not t h i s way, i t i s not t h i s 

way, i t i s t h i s way. This gets back w i t h t h e models 

t h a t we've shown you on o u t c r o p s t u d i e s , core 

s t u d i e s , i n t h e Midland Basin t h a t these optum 

carbonate d e b r i s d e p o s i t e d i n the d e n s i t y f l o w s i n 

deep water are o r i e n t e d e s s e n t i a l l y normal t o t h e i r 

s ource. They come down t he s l o p e , and another t h i n g 

t h a t ' s i n t e r e s t i n g here i s where a l l these w e l l s and 
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proposed w e l l s are l o c a t e d . 

They are l o c a t e d along the a x i s of t h i s 

t h i c k area where you encounter maximum c l e a n 

carbonate i n the Lower Wolfcamp. 

W e l l , you say, "That's n i c e , b u t what 

does t h a t mean?" W e l l , when you're d e a l i n g w i t h 

t h i n g s t h a t are e r r a t i c l i k e t h i s and you have one 

chance, t h a t ' s a tough d e a l . But where you have a 

number of them, which you do i n the Lower Wolfcamp, 

because I mentioned b e f o r e t h i s t h i n g was 700 f e e t 

t h i c k , and you have t h r e e , f o u r , f i v e or s i x , or who 

knows how many v a r i o u s pieces or f l o w s , or sheets 

t h a t you can have r e s e r v o i r q u a l i t y i n , then your 

best chance of g e t t i n g one or more of these i s where 

the f l o w i s the t h i c k e s t . 

Q. Does t h i s d i s p l a y i n t e g r a t e t h e l o g 

i n f o r m a t i o n a v a i l a b l e t o Hanley from Santa Fe t h i s 

week f o r t h e Kachina 5-1 w e l l ? 

A. Yes, s i r . Here i t i s r i g h t here; 323 

f e e t . I t ' s a t h i c k w e l l along t h i s a x i s on t h i s 

lobe here. T h i c k w e l l down here, and i t ' s 340. I t ' s 

t h i c k e r t h a n t h i s and i t i s a l s o t h i c k e r t h an t h e 

8- 1 . 

Q. Does t h a t new g e o l o g i c --

A. Also i t t h i n s from 322 down t o 119 here, 
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c o n f i r m i n g t h a t t h e a x i s of t h i s i s t o the w e l l . 

Q. With the new g e o l o g i c i n f o r m a t i o n on the 

5-1 w e l l , does t h a t c o n f i r m or r e j e c t your p r i o r 

g e o l o g i c p r e s e n t a t i o n b e f o r e the examiner? 

A. I t ' s e s s e n t i a l l y the same. The a x i s i s 

e s s e n t i a l l y t h e same. I t h i n k i t ' s e x a c t l y t h e same 

t h i n g . 

Q. What does t h a t mean t o you now? 

A. Well what t h a t means t o me, and t h i s 

gets back t o why we d i d what we d i d and moved our 

l o c a t i o n here --

Q. From the south --

A. -- from the south t o the n o r t h a f t e r we 

got t h e datum from these w e l l s , was t h a t t h i s was 

th e best l o c a t i o n t o re c o v e r t h e most o i l from t h e 

Lower Wolfcamp and the Bone S p r i n g s . 

Q. Summarize f o r us why i t i s the b e t t e r 

l o c a t i o n , g e o l o g i c a l l y . 

A. As w e ' l l show you s h o r t l y , when you 

st u d y these w e l l s i n the South C o r b i n f i e l d , r a t h e r 

t h a n b e i n g an average of 100,000 b a r r e l s i f you use 

80 a c r e s , and 50,000 i f you use 40, t h e r e i s a wide 

disbursement and d i s t r i b u t i o n . I n f a c t , w e ' l l show 

you a s t a t i s t i c a l a n a l y s i s of i t , and t h e r e ' s one 

t h i n g t h e y ' r e n o t , and t h a t i s 100,000 b a r r e l s on 80 
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acres . 

So t h e o t h e r t h i n g w e ' l l show you i s t h a t 

i n t h i s p a r t i c u l a r f i e l d t h e r e are sweet s p o t s , or 

pods, where you get the best p r o d u c t i o n , and we have 

prepared an i l l u s t r a t i o n t h a t w i l l show you t h a t 

these are v e r y l o c a l i z e d , and t h a t they produce 

water on t h e i r s o u t h , or t h e i r down-dip s i d e , and 

t h a t doesn't m a t t e r whether t h e y ' r e down here or up 

here, or up here, and t h e y ' r e t r a p p e d on the n o r t h 

s i d e presumably by the l a c k of p o r o s i t y or t he end 

of t h e r e s e r v o i r r o c k , so f o r t h a t reason, and t h i s 

w e l l here being a h i g h l y p r o d u c t i v e w e l l . 

Q. You mean the 8-1? 

A. The 8-1. The datum shows t h a t t h e pl a c e 

t o r e c o v e r t h e most o i l i s i n the c l o s e s t p r o x i m i t y 

t o t h a t w e l l on t h a t pod, and then i f you go t o t h e 

s o u t h , assuming t h e model i s a f t e r t h e o t h e r pods, 

you w i l l encounter water, and t h i s l o c a t i o n i s 

h i g h e r . L e t ' s proceed w i t h t h a t . Now by way of 

summary, I know you can't read t h i s . I ' l l r o l l 

t h r o u g h i t a g a i n . 

At t h e Hanley proposed l o c a t i o n , on t h e 

second Bone Springs c a r b o n a t e , we're 30 f e e t h i g h t o 

8-11 Kachina. We're 100 f e e t h i g h t o t h e i r proposed 

l o c a t i o n on t he south 40. On the t o p of t h e Lower 
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Wolfcamp we are 17 f e e t h i g h t o the 8-11, which i s 

the p r o d u c t i v e w e l l t o the e a s t , and a l s o on t h i s 

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

r e p o r t , t h e y show two zones above t h e zones t h a t 

t h e y are completed i n , and they l i s t on t h i s f i l e , 

documents o i l and water, so we t h i n k t h a t your best 

chance of g e t t i n g these zones h i g h e r , and p r o d u c i n g 

water f r e e , and r e c o v e r i n g t h e most o i l , i s on the 

Hanley l o c a t i o n . 

And then when you get down on the south 

l o c a t i o n , what Santa Fe proposes the Hanley l o c a t i o n 

i s 21 f e e t h i g h t o i t , and on the base of t h e lower 

Wolfcamp, t h e Hanley l o c a t i o n i s 20 f e e t -- 21 f e e t 

h i g h t o the 8-1, and 26 f e e t h i g h t o the Santa Fe 

l o c a t i o n and thes e . We'll proceed --

Q. Describe t h i s next d i s p l a y t o us, 

Mr. Robbins. 

A. This i s a montage t h a t i s e s s e n t i a l l y a 

s t r u c t u r a l cross s e c t i o n on sea l e v e l datum base 

t h a t runs east/west t h r o u g h t h e proposed Hanley 

l o c a t i o n s t r a i g h t i n here i n brown. I t f l o w s from a 

w e l l over here -- e s s e n t i a l l y i t ' s a d r y hol e up 

over t o the Hanley l o c a t i o n and back down t o t h e 

west t o another w e l l t h a t does not produce i n t h e 

Lower Wolfcamp, and so t h i s sees t h a t compact 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

48 

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

c l e a n c a r b o n a t e o f t h e Lower Wolfcamp. 

Now, d i s p l a y e d on t h i s -- shaded on t h i s 

-- a r e gamma r a y s t h a t we mapped i n o u r i s o p a c h o f 

t h e Lower Wolfcamp i n f l o w , and when you s t u d y t h e s e 

c a r b o n a t e s , as you e x p e c t f r o m o u r a d d i t i o n a l m o d e l , 

you f a s t become c o n f u s e d , because where you see one 

h e r e , you go o v e r h e r e a s h o r t d i s t a n c e and i t ' s 

gone. You see one h e r e , and you come o v e r h e r e and 

i t l o o k s e n t i r e l y d i f f e r e n t . 

Q. So t h i s i s t e l l i n g you t h a t t h e s e zones 

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

p r o b a b l y d i s c o n t i n o u s -- t h e y may go a l o c a t i o n o r 

two l o c a t i o n s o r so, b u t t h e y do n o t go d i s t a n c e s o f 

m i l e s . They d i d n o t p o s s i b l y d e p o s i t one mass o f 

r o c k s t h a t w o u l d go f o u r m i l e s down a l i n e ; i t j u s t 

b r e a k s up and t h e one c h a n n e l b r e a k s t h r o u g h t h e one 

t h a t was d e v e l o p e d b e f o r e , and i t ' s a huge complex 

o f hodge-podge. 

Q. How i s t h i s i n f o r m a t i o n i m p o r t a n t t o you 

as a g e o l o g i s t i n d e t e r m i n i n g t h e l o c a t i o n o f t h e 

w e l l e i t h e r on t h e Santa Fe t r a c t o r t h e H a n l e y 

t r a c t ? 

A. I n two ways: one, we want t o be p u t 

l o c a t i o n w e s t o f t h e 8-1 because i t ' s a l o n g t h e a x i s 
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of t h e t h i c k i n t he Lower Wolfcamp t o the t o t a l 

c l e a n c a r b o n a t e , and we want t o be a t our l o c a t i o n 

compared t o t h e i r s i n the s o u t h , but our l o c a t i o n i s 

s t r u c t u r a l l y h i g h e r . 

Q. Okay. Let's t u r n now t o the next d i s p l a y 

and have you i d e n t i f y t h a t . 

A. Now t h i s l o c a t i o n , t h i s montage, a g a i n , 

i s a s t r u c t u r a l cross s e c t i o n , and i t i s a 

n o r t h / s o u t h s t r u c t u r a l cross s e c t i o n . 

Q. Wait j u s t a minute. L e t ' s make sure 

we've got the d i s p l a y f i r s t . Describe f o r us the 

p o i n t of importance on t h i s e x h i b i t . 

A. This i s the l i n e of s e c t i o n from t h e 

n o r t h which i s the Kachina #1 d i r e c t l y s o u t h e a s t of 

the Hanley t r a c t , and down s t r u c t u r e . Proceeding 

south down t h r o u g h -- down along t h e a x i s , t h e t h i c k 

depth i n the Lower Wolfcamp, and as you can see i n 

these i n t e r v a l s above, here's t h e t o p of the Lower 

Wolfcamp i n t e r v a l t h a t you see these steep d i p s 

going s o u t h , and i n t h i s i n t e r v a l t h i s i s t he base 

of t h e Lower Wolfcamp. You have these d e b r i s f l o w s 

t h a t have been d e f i n e d and t h e y ' r e shaded here i n 

bl u e and p i n k . 

Again, i f you go down t h i s s e c t i o n from 

the Santa Fe w e l l and see t h a t i t produces an 
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i n t e r v a l v e r y c l o s e t o the base of the Lower 

Wolfcamp — and t h i s i s shown i n b l a c k -- you go 

down t o the next w e l l and the b r i d g e p l u g i n the 

bottom of w e l l , the l a t t e r p a r t , does not produce 

t h e p r o d u c t i o n s up i n t h i s area near t h e t o p of t h i s 

700 f o o t i n t e r v a l . 

You go down t o the next w e l l ; t h e r e ' s no 

p r o d u c t i o n i n t h i s upper p a r t . P r o d u c t i o n i s , a g a i n , 

a t t h e bottom. You go t o the next w e l l ; t h e bottom 

p r o d u c t i o n i s gone and i t ' s p r o d u c i n g i n the upper 

p a r t . W e l l , t h i s i s t e l l i n g you, as you can see from 

t h i s , where these w e l l s are l o c a t e d , and t h e y ' r e 

e v a l u a t e d w h i l e t h e y ' r e d r i l l e d , and t h e y ' r e 

e v a l u a t e d by the q u a l i t y of the r o c k , and t h e y ' r e 

e v a l u a t e d as t h e y ' r e t e s t e d b e f o r e t h e y ' r e 

completed. I t shows you v a r i a b i l i t y i n t he 

r e s e r v o i r q u a l i t y rocks i n the Lower Wolfcamp. 

Q. We have proposed t o the commission an 

a l t e r n a t i v e remedy of a nonstandard 40-acre spacing 

u n i t c o n s i s t i n g of the Hanley t r a c t r a t h e r than 

g r a n t e i t h e r one of the p o o l i n g cases? 

A. Yes, s i r . 

Q. As a g e o l o g i s t , what i s the g e o l o g i c 

s u p p o r t f o r a p p r o v a l of a nonstandard 40-acre t r a c t 

f o r t h e Hanley w e l l i n the Wolfcamp? 
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A. W e l l , when we have a w e l l t h a t i s 

p r o d u c i n g -- has been p r o d u c i n g f o r some months now 

d i r e c t l y east of our t r a c t 510 f e e t , we're f i x i n g t o 

have another one r i g h t here. 

Q. West of the 40-acre t r a c t ? 

A. West of the t r a c t , and i f we don't d r i l l 

here t o r e c o v e r these r e s e r v e s , i t ' s our r e s e r v o i r 

e n g i n e e r ' s o p i n i o n t h a t these r e s e r v e s w i l l be 

r e c o v e r e d by o f f s e t t i n g o p e r a t o r s , and we w i l l be 

d r a i n i n g . 

Q. G e o l o g i c a l l y , can the Hanley t r a c t be 

p r o t e c t e d from the Kachina 8 w e l l or the M e r i d i a n 

w e l l s t o the west i f the w e l l i s , i n f a c t , d r i l l e d 

t o t h e south 40 acres? 

A. No, s i r . Because the south l o c a t i o n i s 

low. 

Q. What about the c o n t i n u i t y or 

d i s c o n t i n u i t y of the r e s e r v o i r from t h a t 40-acre 

o f f s e t l o c a t i o n t o the 80-acre o f f s e t l o c a t i o n t o 

the south? 

A. Mr. Huck w i l l e x p l a i n t h i s i n d e t a i l t o 

you, but what we found on t h i s pod, or these sweet 

s p o t s , which i s where the Wolfcamp i s h i g h l y 

p r o d u c t i v e , t h a t on the south p a r t of these t h e y 

t e n d t o produce h i g h water c u t s , and t h e r e f o r e , low 
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o i l r e c o v e r y , and as such, and the o t h e r p o i n t i s 

t h a t i f we cannot f i n d one pla c e i n the f i e l d t o 

date f o r a southwest d i a g o n a l o f f s e t t o one of these 

h i g h p o t e n t i a l w e l l s has produced a s i g n i f i c a n t 

amount of o i l as compared t o the h i g h p o t e n t i a l 

w e l l s . The p r o d u c t i o n drops d r a s t i c a l l y as you go 

from south of these h i g h p r o d u c t i o n w e l l s . 

Q. I s t h e r e a g e o l o g i c e x p l a n a t i o n f o r t h e 

f a c t t h a t you can't achieve p r o d u c t i o n from t h e 

w e i I s ? 

A. As we showed you on the p l o t t e d c u r v e s , 

as t h e water balances up, t h a t ' s what does i t . 

Q. The g e o l o g i c e x p l a n a t i o n f o r what t h e 

r e s e r v o i r engineer sees, though, i s the f a c t t h a t 

b o t h v e r t i c a l l y and h o r i z o n t a l l y --

A. Yes. 

Q. -- these zones i n the Wolfcamp don't go 

ver y f a r ? 

A. No, they do n o t , and t h i s p i c t u r e t h a t 

shows t h i s , which i s d e r i v e d by the u l t i m a t e 

r e c o v e r y of each w e l l as e s t i m a t e d by d e c l i n e curve 

a n a l y s i s and not v o l u m e t r i c a l l y . This would be a 

nightmare t o t r y t o f i g u r e v o l u m e t r i c r e s e r v e s ; I 

mean, i t would be meaningless because you don't know 

the area of i t . 
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Q. As an e x p l o r a t i o n t o o l you've g o t a 

s t r u c t u r a l map, and you've g o t a n e t c l e a n c a r b o n a t e 

i s o p a c h , i f you w i l l . How does t h a t a i d you t h e n i n 

f i n d i n g t h e optimum l o c a t i o n ? 

A. W e l l , we p r o p o s e t o -- we t h i n k o u r 

l o c a t i o n i s as good as t h e K a c h i n a 8 because i t i s 

a l o n g t h e a x i s o f t h e maximum d e p o s i t i o n o f c l e a n 

c a r b o n a t e , and t h e r e f o r e we s h o u l d have t h e 

p o t e n t i a l f o r f i n d i n g p r o d u c t i o n i n t h e most number 

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

We may l o s e one; maybe w e ' l l p i c k up a n o t h e r one. 

Q. T u r n t o t h e n e x t d i s p l a y . I ' v e asked 

you as p a r t o f y o u r p r e s e n t a t i o n , Mr. R o b b i n s , t o 

t a k e Santa Fe's g e o l o g i s t , Mr. Thoma's p r e s e n t a t i o n 

a t t h e e x a m i n e r l e v e l , and make d i s p l a y s o f t h a t 

i n f o r m a t i o n so t h a t I m i g h t ask you y o u r g e o l o g i c 

o p i n i o n a b o u t Mr. Thoma's i n t e r p r e t a t i o n . Have you 

done t h a t , s i r ? 

A. Yes, we have. 

Q. And have you c o m p l e t e d t h a t r e v i e w o f 

i n f o r m a t i o n ? 

A. Yes, s i r , we have. And b a s i c a l l y t h i s 

montage, w h i c h i s o f t h e Bone S p r i n g s , w h i c h was 

above t h e Lower Wolfcamp, w h i c h i s a l s o c a r b o n a t e 

d e b r i s , i s i n agreement w i t h o u r i n t e r p r e t a t i o n , o u r 
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d e f i c i t model, and the way we map the s t r u c t u r a l 

s t r i p e i s more or l e s s east/west, and the d i p i s t o 

the s o u t h . We i n c o r p o r a t e d r e s u l t s from t h e r e c e n t 

w e l l map. The w e l l came i n a t 4,486; q u i t e a b i t 

h i g h e r than he had i t mapped, but n o n e t h e l e s s , i t 

makes a s t r i p even more east/west 

COMMISSIONER LAMAY: I don't t h i n k we have 

t h i s i n our f o l d e r . Do we have t h a t i n t he f o l d e r ? 

MR. KELLAHIN: No. I t ' s p a r t of p r e v i o u s 

t e s t i m o n y . 

COMMISSIONER LAMAY: I'm s o r r y . L e t ' s s t o p a 

moment. 

MR. ROBBINS: I t was p a r t of p r e v i o u s 

t e s t i m o n y a t the p r e v i o u s h e a r i n g . 

COMMISSIONER LAMAY: We'll stop f o r a moment. 

MR. KELLAHIN: May we take j u s t a moment and 

see i f we can get one of those? 

COMMISSIONER LAMAY: Okay. 

COMMISSIONER WEISS: I t should be i n our book. 

MR. KELLAHIN: I f I might ask you t o share, 

here's one of the l a r g e d i s p l a y s from t h e examiner 

h e a r i n g of t h i s e x h i b i t . I t w i l l a l s o be i n the 

b r i e f i n g package t h a t we pr e s e n t e d . 

MR. ROBBINS: I t ' s i n our packet t h e r e . 

MR. KELLAHIN: Here's t h e f u l l copy. 
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MR. ROBBINS: The o t h e r t h i n g --

MR. KELLAHIN: Wait j u s t a minute, 

Mr. Robbins. A l l r i g h t . 

Q. (By Mr. K e l l a h i n ) Let's c o n f i n e 

o u r s e l v e s then t o the Bone S p r i n g s . Mr. Thoma's 

i n t e r p r e t a t i o n , f i r s t of a l l , f o r s t r u c t u r e on t o p 

of what he c a l l s the Sniper d o l o m i t e , t h e isopach 

f o r t h i s Sniper d o l o m i t e , and your comments as a 

g e o l o g i s t w i t h regards t o h i s i n t e r p r e t a t i o n w i t h 

r e g a r d t o t h i s Bone Springs d i p . 

A. Yes, s i r . This i s the isopach of the 

d o l o m i t e i n the Bone S p r i n g s , and as y o u ' l l n o t i c e , 

these t h i c k i n t e r v a l s t h a t he's con t o u r e d t r e n d 

n o r t h / s o u t h , and t h i s i s the wave of the datum i n 

case i t s h o u l d be mapped, and t h i s i s the wave, t h i s 

i s t h e way we've mapped i t c l e a r across t h i s f r o n t 

of New Mexico. So we have a spawn about t h i s . I t 

shows t h i s e s s e n t i a l l y t r e n d i n g n o r t h / s o u t h as t h e y 

s h o u l d from t h e i r p r o v i d e n c e t o the n o r t h . 

The o t h e r t h i n g t h a t he has on t h i s map 

t h a t i s of importance, i s t h a t p a r t of t h i s 

s t r u c t u r e map i s shaded green and p a r t of i t i s 

shaded b l u e , and the d i f f e r e n c e i s t h a t t h e green i s 

o i l and t h e b l u e i s h i s i n t e r p r e t a t i o n of where you 

encounter water. And you see t h i s t r e n d s r i g h t 
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t h r o u g h t h e south edge of the Hanley t r a c t , so t he 

Hanley t r a c t by u s i n g Mr. Thoma's map, which i s 

i d e n t i c a l t o o u r s , shows the up-dip p o s i t i o n of t he 

Hanley t r a c t . 

Q. So a t the examiner h e a r i n g then i t was 

agreed upon by the g e o l o g i s t t h a t the Hanley 

l o c a t i o n , a t l e a s t i n the Bone S p r i n g s , i s going t o 

have an o i l p o t e n t i a l t h a t the Santa Fe w e l l 

l o c a t i o n w i l l not have because i t w i l l be too low 

and t h e r e f o r e , wet? 

A. R i g h t . Yes. 

Q. A l l r i g h t . L et's t u r n t o t he next 

page . 

MR. KELLAHIN: Mr. Chairman, we have a copy of 

Mr. Thoma's montage w i t h regards t o h i s 

i n t e r p r e t a t i o n of the Wolfcamp from t h e examiner 

h e a r i n g . I have reproduced i n the b r i e f i n g book 

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

and I hand you an up c l o s e example of the f u l l - s i z e 

map. 

Q. (By Mr. K e l l a h i n ) A l l r i g h t . F i r s t of 

a l l , Mr. Thoma has e l e c t e d t o separate out the 

Wolfcamp i n t o v a r i o u s zones, d i d he not? 

A. He d i d as shown here on t h i s cross 

s e c t i o n , which i s not a s t r u c t u r a l cross s e c t i o n . 
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This c r o s s s e c t i o n , I b e l i e v e , based on what he says 

here, i s compared based on a datum of the base of 

the Lower Wolfcamp s h a l e , and superimposed on these 

w e l l l o g s are some c o l o r s t h a t go e a s t / w e s t , but go 

h o r i z o n t a l l y across t h i s and i n between o t h e r 

i n t e r v a l s t h a t have been shaded b l u e . Now these 

b l u e spots correspond t o c l e a n gamma ray as much as 

Hanley counts them. Y o u ' l l n o t i c e when you t r a c k 

one of these l a y e r s t h a t t h i s i s b l u e , t h i s i s b l u e , 

t h a t ' s b l u e , t h i s has holes i n i t here, p r o d u c t i v e . 

This has b l u e , no p r o d u c t i o n . S i m i l a r l y here. 

Y o u ' l l n o t i c e here t h e r e ' s a l o t of 

b l u e . As you go over here the blue's almost gone, 

and y e t t h e curve p e r s i s t s , and so what t h i s i s i s 

the m a n i f e s t a t i o n of these zones or l a y e r s , or what 

I c a l l " s l i c e s , " t h a t have been run t h o r u g h t h i s 

Lower Wolfcamp and then maps have been manufactured 

on these v a r i o u s s l i c e s . 

Q. L e t ' s t a l k a moment about t h e 

d i f f e r e n c e s i n methodology s u p p l i e d by Mr. Thoma and 

the ones s u p p l i e d by you and Mr. Bracken. 

A. W e l l , b a s i c a l l y our d e p o s i t i o n a l model 

of which f i t s t h e s t r u c t u r e and t h i c k n e s s of 

c l e a n carbonate i n the Lower Wolfcamp -- and ours i s 

based on more s u r f a c e g e o l o g i c a l s t u d i e s and 
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s u b s u r f a c e g e o l o g i c s t u d i e s , i n d i c a t e these are 

d i s c o n t i n u o u s d e p o s i t s , and t h a t t h e y may go a 

l o c a t i o n or two or more; c e r t a i n l y t h e y do not go 

m i l e s , and t o c o r r e l a t e these no m a t t e r what, and 

map them, you would have t o lo o k a t t h a t map t o see 

what i t shows you, and w e ' l l do t h a t i n a minute. 

Q. I've asked you t o take Mr. Thoma's 

i n t e r p r e t a t i o n , and you as a g e o l o g i s t t h e n , t r y t o 

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

the w e l l bore i n f o r m a t i o n t h a t you f i n d i n t h i s 

area. Have you done t h a t ? 

A. Yes, we have. 

Q. Let' s t u r n the d i s p l a y and w e ' l l show an 

example. 

A. The next map, i n c i d e n t a l l y , i s 

Mr. Thoma's t o p of the Lower Wolfcamp "AF" carbonate 

which shows a s t r i p e i n t h i s d i r e c t i o n and d i p t o 

the s o u t h , and he's showing our s t r u c t u r e t h a t we 

t a l k e d about, which i s a m a n i f e s t a t i o n of t h i s t h i c k 

channel or d e p o s i t of c l e a n c a r b o n a t e , and t h i s i s 

the 8-5-1 which was j u s t d r i l l e d , t h e datum from 

w e l l l o g s u p p l i e d by Santa Fe, 7199. The map shows 

7130, so t h i s 7200-foot c o n t o u r shown t o bulge down 

here, goes on up t h i s way l i k e i t d i d on the Hanley 

map. That's t h e o n l y change t h a t ' s d e s i g n a t e d on 
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h i s map. 

Q. He's mapped the t o p of the s t r u c t u r e i n 

what he's i d e n t i f i e d as t h i s "AF" c a r b o n a t e . You've 

mapped the t o p of the Wolfcamp s t r u c t u r e a t the t o p 

of t h e Wolfcamp? 

A. Yes, s i r . 

Q. I s t h e r e a m a t e r i a l d i f f e r e n c e between 

you and Mr. Thoma on the s t r u c t u r e of the Wolfcamp 

r e g a r d l e s s of where you choose t o map i t ? 

A. W e l l , we t h i n k t h a t we're showing the 

maximum drape or the t o p of t h i s i n t e r v a l t h a t 

produces, which i s t r a d i t i o n a l l y where you map 

s t r u c t u r e f o r r e s e r v o i r s . 

Q. So t h e r e i s a d i f f e r e n c e ? 

A. Yes. But, a g a i n , he's s t i l l showing 

t h i s low base f e a t u r e a s s o c i a t e d w i t h t h i c k 

d e p o s i t s . One o t h e r t h i n g I might say i s , when 

you're d e a l i n g i n e x p l o r a t i o n , q u i t e o f t e n you can 

t e l l what people t h i n k by what the y do. I n t h e o l d 

days we used t o make b l o c k lease maps, and we'd draw 

c i r c l e s around people's b l o c k s , and you can put a 

p e n c i l i n the c i r c l e of t h a t b l o c k and t h a t was 

t h e i r h o t s p o t , t h a t ' s where they l i k e d because 

t h a t ' s were the y bought t h e i r acreage because t h i s 

was t h e i r recommended areas as the j o b was c a l l e d . 
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W e l l , when you do t h a t i n t h i s p a r t i c u l a r 

area and you draw a l i n e around Santa Fe's l e a s e h o l d 

t h a t we were t o l d i s i n the or d e r of 3,000 a c r e s , 

and you put a dot i n the c e n t e r of i t , l o and 

be h o l d , i t ' s r i g h t where the y d r i l l e d t h e i r w i l d c a t 

w e l l , t h i s Kachina 8 #1, 510 f e e t from Hanley's 

l o c a t i o n . A l s o , y o u ' l l see t h a t these w e l l s have 

been d r i l l e d -- are going t o be d r i l l e d t h e r e t o o . 

Q. M e r i d i a n ' s l o c a t i o n i s t o the west? 

A. Yes, r i g h t here. And so, r e g a r d l e s s of 

what i s b e i n g s a i d , where the money i s be i n g sp e n t , 

and where t h e w e l l s are being d r i l l e d are here, and 

so t h i s r e a f f i r m s our i n t e r p r e t a t i o n and our 

p i c t u r e , because Santa Fe, we're t o l d , has an 

i n t e r e s t i n these w e l l s something on the o r d e r of 

perhaps 19 p e r c e n t . I'm not su r e , but th e y have an 

i n t e r e s t . They d i d n ' t have a m a j o r i t y i n t e r e s t ; 

t h e r e f o r e t h e y d i d n ' t operate t h e w e l l , but th e y do 

have an i n t e r e s t . 

Q. Let ' s go on t o the comments you have 

w i t h r e g a r d t o whether or not you can use 

Mr. Thoma's carbonate isopachs and f i n d o i l . What's 

the f i r s t i sopach t h a t you show? 

A. W e l l , t h i s i s of an i n t e r v a l t h a t ' s 

c a l l e d t h e "AE" carbonate. From l o o k i n g a t the 
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c r o s s s e c t i o n , i t ' s i n t h e upp e r p a r t o f t h e Lower 

Wolfcamp, and t h i s i s one o f t h e s e s l i c e maps t h a t I 

m e n t i o n e d where you j u s t t a k e an i n t e r v a l a c r o s s 

t h e r e and add up a l l t h i s and c o n t o u r . 

Q. A l l r i g h t . Mr. Thoma's mapped h i s 

i s o p a c h where i t has 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 t o t h o s e c a r b o n a t e pods? 

A. Yes, s i r . You can see i t h e r e . You can 

see i t h e r e . You can see i t o v e r h e r e . I n f a c t , 

i t ' s t h e e n t i r e g r e e n o f t h i s map, and i t i s a l s o 

o b l i q u e t o t h e way he mapped t h e Bone S p r i n g s above 

and i t ' s , I b e l i e v e , t o t h e way H a n l e y has mapped 

i t , and t h i s map shows t h a t as you go f r o m K a c h i n a 8 

#1 t o w a r d s t h e H a n l e y l o c a t i o n , t h a t y o u ' l l be 

e n c o u n t e r i n g l e s s c a r b o n a t e , and by t h e a n a l o g y , 

l e s s chance o f p r o d u c t i o n . I m i g h t add t h a t t h e 

w e l l s o v e r h e r e t h a t t h e y had i n t e r e s t t o a r e even 

t h i n n e r on t h i s i n t e r p r e t a t i o n t h a n t h e H a n l e y 

l o c a t i o n , b u t t h e y s t i l l have w o r k i n g i n t e r e s t i n 

t h e s e , and a l s o i n t h e l a s t h e a r i n g t h e r e was 

t e s t i m o n y by Santa Fe w i t n e s s e s t h a t i f t h e w e l l i s 

i n d e e d d r i l l e d a t t h e H a n l e y l o c a t i o n , t h e y w i l l 

p a r t i c i p a t e . 

Q. L e t ' s go t o t h e s o u t h l o c a t i o n f o r t h e 

Santa Fe l o c a t i o n . What happens un d e r Mr. Thoma's 
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i n t e r p r e t a t i o n of the "AE" carbonate? 

A. I t shows t h a t i t i s t h i c k and o n l y 

t r e n d s t o t h e 8-1, so t h i s would make you t h i n k t h a t 

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

whatever i n t e r v a l t h i s i s . Now I might add t h a t 

we've i n c o r p o r a t e d Santa Fe's r e s u l t s from t h e 

d r i l l i n g of t he 5-1 on t h e i r map from t h e l a s t 

h e a r i n g , and a t t h i s l o c a t i o n w i t h our co u n t , and 

assuming we're a b l e t o d e f i n e t h i s zone, i f you 

w i l l , we had 33 f e e t . This map showed t h a t t h e r e 

would be 25 f e e t , so i t was s u b s t a n t i a l l y t h i c k e r 

than i t was shown here on t h i s map. 

Q. Now, having analyzed t h i s 

i n t e r p r e t a t i o n , have you determined whether or not 

you had o i l producers i n the Wolfcamp t h a t 

corresponded t o the t h i c k e r carbonate i n t e r v a l s t h a t 

Mr. Thoma had mapped? 

A. Yes, we have. And what we've done i s 

s t a r t an a n a l y s i s . A l o t of times -- i n c i d e n t a l l y , 

i n t h e Permian Basin I used t o be head of a 

committee t h a t compiled d r i l l i n g s t a t i s t i c s f o r t h e 

American A s s o c i a t i o n of G e o l o g i s t s , and i t would 

always come up t h a t a p p r o x i m a t e l y 62 p e r c e n t of a l l 

t h e w e l l s d r i l l e d i n the Permian Bas i n , which 

i n c l u d e d New Mexico and Texas, w e l l , t h a t ' s 62 
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p e r c e n t o i l w e l l s , you know, so t h a t ' s r a t h e r 

p r o f o u n d . This i n c l u d e s a l l w e l l s d r i l l e d , 

development and w i l d c a t , so we lo o k a t t h i s , and 

what we've done on t h i s p a r t i c u l a r zone i n terms of 

whether t h i s f i n d s o i l or not i s , we've put red dots 

where t h e r e are d r y h o l e s , and we put green dots 

where t h e r e are p r o d u c e r s , and t h e y ' r e -- a c c o r d i n g 

t o our l a s t count -- t h e r e are f o u r producers and 29 

dr y h o l e s . T h i s i s n ' t even the b a s i n average, so 

what I'm c o n c l u d i n g from t h i s i s not o n l y i s i t a 

poor t e c h n i q u e t h a t maps something t h a t i s not 

g e n e t i c a l l y r e l a t e d , but i t a l s o doesn't f i n d any 

o i l . 

Q. Le t ' s t u r n t o the next d i s p l a y . Have 

you examined Mr. Thoma's "AF" carbonate i n t h e Lower 

Wolfcamp? 

A. Yes, s i r . 

Q. And what i s the o r i e n t a t i o n of carbonate 

pods w i t h regards t o the "AF" carbonate? 

A. E x a c t l y t h e same as i t was on t h e 

p r e v i o u s d i s p l a y . N o r t h e a s t / s o u t h w e s t , not 

n o r t h / s o u t h . 

Q. I n r e l a t i o n t o the carbonate t h i c k n e s s 

i n t h e "AF" ca r b o n a t e , what does t h a t do when you 

examine t h e Hanley t r a c t versus t h e Santa Fe t r a c t ? 
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A. I t shows the Hanley t r a c t b e i n g i n the 

d i r e c t i o n of t h i n n e r c l e a n c a r b o n a t e , and the Santa 

Fe l o c a t i o n b e i n g e s s e n t i a l l y t h e same. 

I n c o r p o r a t i n g t h e r e s u l t s and the r e c e n t l y d r i l l e d 

5-1, t h e y show t h a t t h i s p o i n t a t 75 f e e t and t h e 

w e l l had 103 f e e t , so i t ' s was s u b s t a n t i a l l y lower 

than t h i s map showed. 

Also i t showed these l o c a t i o n s over here 

t h a t are soon t o be d r i l l e d . These w e l l s c o s t about 

700,000 or so each t o d r i l l as be i n g i n an i n f e r i o r 

l o c a t i o n l i k e t h e Hanley l o c a t i o n . 

Q. I s the purpose of the d i s p l a y i n f i n d i n g 

o i l t o p e n e t r a t e the p o i n t of g r e a t e s t t h i c k n e s s of 

the carbonate? 

A. One of the t h i n g s t h a t -- yes, i t i s . 

One of the t h i n g s we've found w i t h t h i s i n t e r v a l , 

why, you've got 700 f e e t , and you've got v a r i o u s 

zones i n t h i s t h a t produce -- and t h e y ' r e e r r a t i c --

i s t h e best chance you have of g e t t i n g t h e most w i l l 

g i v e you t h e best chance of making s u c c e s s f u l 

c o m p l e t i o n . 

Q. Can you use Mr. Thoma's 'AF' carbonate 

isopach t o f i n d o i l there? 

A. Here a g a i n , we've h i g h l i g h t e d t h e d r y 

holes w i t h red dots and the producers of o i l green, 
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and t h e r e were 18 d r y holes and 15 pro d u c e r s ; not up 

t o 50 p e r c e n t y e t . 

Q. I n both t h e "AF" carbonate and the "AE" 

carbonate t h a t you've d i s p l a y e d b e f o r e , i s t h e r e a 

r e l a t i o n s h i p on Mr. Thoma's a n a l y s i s between p o i n t s 

of g r e a t e r t h i c k n e s s and f i n d i n g o i l a t those 

l o c a t i o n s ? 

A . No . 

Q. With these w e l l s ? 

A. No . 

Q. There's no p a t t e r n t h e r e ? 

A. The p a t t e r n i s t h a t you have t h i n n e r 

i n t e r v a l s i n some places where you have t h e most 

p r o d u c t i v e w e l l s , and Mr. Huck w i l l cover t h i s i n 

d e t a i l . 

Q. Let' s go t o the next d i s p l a y . Have you 

reproduced Mr. Thoma's "AG" carbonate isopach? 

A. Yes, s i r . And t h i s i s t he i n t e r v a l 

t h a t ' s a t the ve r y base of the Lower Wolfcamp, and 

i t i s t h e one t h a t produces i n Kachina 8 # 1 , and 

t h i s l o c a t i o n , a c c o r d i n g t o Mr. Thoma's co u n t , t h e r e 

were 31 f e e t . At the new w e l l t h a t was d r i l l e d a t 

5-1 t h e y showed 10 f e e t . The w e l l , i n f a c t , had 33 

f e e t , and t h i s zone was p e r f o r a t e d and t e s t e d , and 

f a i l e d t o produce, and so one of the -- as I 
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under s t a n d -- one of the key t h i n g s i n t h i s h e a r i n g 

t h a t t h e y had t o get t h i s a c c e p t a b l e l o c a t i o n f o r 

t h i s w e l l , was t h i s map showing t h i s t h i c k carbonate 

up here i n t h i s zone produced i n t h e i r w e l l , and 

the y got the t h i c k zone, but they d i d n ' t get any 

o i l . So, a g a i n , those maps are not answering t h e 

p i c t u r e , and --

Q. Have you examined t h e maps t o see 

whether t h e r e i s a r e l a t i o n s h i p i n terms of the 

carbonate t h i c k n e s s t h a t Mr. Thoma maps f o r t h e "AG" 

carbonate and the f a c t of the a b i l i t i e s of w e l l s t o 

produce o i l out of t h a t zone? 

A. I t ' s u n p r e d i c t a b l e because --

Q. Le t ' s see the o v e r l o o k . 

A. Here you have 31 f e e t i n o i l , and here 

you have 33 f e e t and no o i l , and, a g a i n , 

h i g h l i g h t i n g t h e producers and the d r y h o l e s , 

t h e r e ' s 12 producers and 20 d r y h o l e s . 

Q. I s t h e r e a r e l a t i o n s h i p --

A. And you can see r i g h t here. Here's a 

t h i c k pod. 

Q. Let's t a l k about t h a t pod f o r a minute. 

You're l o o k i n g a t the pod t h a t ' s o r i e n t e d n o r t h e a s t 

t o southwest across s e c t i o n 7? 

A. Yeah. And here's a 4 2 - f o o t p e n e t r a t i o n 
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h e r e , and i t ' s a d r y h o l e . 

Q. W e l l , s t o p j u s t a m i n u t e , Mr. R o b b i n s . 

COMMISSIONER LAMAY: S e c t i o n 9, I t h i n k . 

MR. ROBBINS: Yes, s i r , t h i s i s 9. 

MR. KELLAHIN: I'm s o r r y . I went t h e wrong 

d i r e c t i o n . T h a t ' s S e c t i o n 9. 

A. Yes, s i r . 

Q. (By Mr. K e l l a h i n ) When we l o o k a t t h a t 

pod, do you f i n d w e l l c o n t r o l t h a t d e m o n s t r a t e s a 

t h i c k n e s s o f 50 f e e t ? 

A. T h e r e ' s a w e l l -- no, s i r . But t h e r e i s 

one t h a t i s 42 f e e t , and he's c o n f i r m e d a n o t h e r 

c o n t o u r t h a t w o u l d b r i n g i t up t o 50, b u t t h i s i s 

t h e a x i s t o t h e pod. 

Q. When we're l o o k i n g a t t h a t pod, i s t h a t 

t h e t h i c k e s t pod t h a t you can f i n d on t h a t "AG" 

c a r b o n a t e ? 

A. Th e r e ' s one o v e r h e r e t h a t goes up t o 67 

f e e t r i g h t h e r e . 

Q. You're l o o k i n g a t S e c t i o n 9. The n e x t 

t h i c k e s t one i s t h i s 5 0 - f o o t pod? 

A. W e l l , t h i s 50 one h e r e , y e s . 

Q. A l l r i g h t . So we're l o o k i n g --

A. One h e r e and one h e r e . 

Q. We're l o o k i n g a t t h a t pod. The t e s t 
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zone of the pod i s the w e l l i n the n o r t h h a l f of 

S e c t i o n 9 w i t h what r e s u l t s ? 

A. I t ' s a d r y h o l e . And c o n v e r s e l y , when 

you get down here where t h e r e ' s 21 f e e t , and goi n g 

from t h e t h i c k pod t o the t h i n pod, you have an o i l 

we 11 . 

Q. What do you conclude? 

A. W e l l , i t ' s c o n f u s i n g . J u s t as an 

examiner t o t e s t t h e c o n t o u r i n g , what's e s s e n t i a l l y 

been done w i t h t h i s t e c h n i q u e -- h o l d t h i s up -- i s 

t h a t i n p r e p a r i n g these maps, Santa Fe has co n t o u r e d 

Hanley out of the d e a l , c o n t r a r y t o where t h e i r 

l e ase p l a y i s , c o n t r a r y t o where t h e y ' r e d r i l l i n g 

t h e i r w e l l , and c o n t r a r y t o where t h e y ' r e 

p a r t i c i p a t i n g i n these w e l l s over here. 

Q. I've asked you t o take t h a t datum 

p o i n t --

A. Yes, s i r . 

Q. — f o r t h i s i s o p a c h , and see whether you 

can honor t h e datum p o i n t and come up w i t h a 

d i f f e r e n t c o n t o u r than Mr. Thoma. 

A. Yes, s i r , I have. 

Q. Have you done t h a t ? 

A. Yes, s i r , I have. And from e x p e r i e n c e 

w i t h s l i c e maps, i f you w i l l , t h a t are not r e l a t e d 
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t o any form of d e p o s i t i o n a l model, you can 

e s s e n t i a l l y c o n t o u r these t h i n g s as you p l e a s e , and 

I've j u s t a r b i t r a r i l y r e c o n t o u r e d t h i s as an 

examiner and posed a s t r i k e 90 degrees t o t h a t one 

t h a t was imposed by Santa Fe, and you have t h e same 

t h i n g a t 90 degrees, and t h i s hand t r a c k s along t h e 

a x i s i n s t e a d of along the t h i n , and so are these 

o t h e r w e l l s t h a t have been staked over here, and i t 

f i t s t h e c e n t e r of Santa Fe's lease b l o c k . 

Q. Can you, i n your p r o f e s s i o n a l o p i n i o n as 

a p e t r o l e u m g e o l o g i s t , map the carbonate isopachs 

w i t h o u t r e g a r d t o the o r i e n t a t i o n of t he s t r u c t u r e 

of t h e Wolfcamp? 

A. W e l l , t h i s s t r u c t u r e on t he t o p of the 

Lower Wolfcamp seems t o drape over t h i s t h i c k a x i s 

of d e p o s i t i o n of Lower Wolfcamp c a r b o n a t e s , and i t 

i s d e r i v e d s e p a r a t e l y from t h e isopach map, but th e y 

do match. Now, I t h i n k t h i s i s s i g n i f i c a n t . 

MR. KELLAHIN: I wonder i f we might have a 

break a t t h i s t i m e , Mr. Chairman? 

COMMISSIONER LAMAY: W e l l , f i n i s h up h i s 

t e s t i m o n y , and w e ' l l take a break b e f o r e c r o s s . Did 

you want a s m a l l break, counsel? 

MR. BRUCE: For a couple of minutes. 

( S h o r t break taken a t 10:30 a.m.) 
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MR. KELLAHIN: Thank y o u , Mr. Chairman. 

COMMISSIONER LAMAY: Yes. You may c o n t i n u e , 

c o u n s e l . 

MR. KELLAHIN: Th a t 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. R o b b i n s . We w o u l d move t h e 

i n t r o d u c t i o n o f E x h i b i t s 1 t h r o u g h 16. 

COMMISSIONER LAMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s 1 t h r o u g h 16 w i l l be a d m i t t e d i n t o t h e 

r e c o r d . 

COMMISSIONER LAMAY: L e t me ask a c o u p l e o f 

q u e s t i o n s . How many w i t n e s s e s do you have, 

Mr. K e l l a h i n ? 

MR. KELLAHIN: I p r o p o s e t o p r e s e n t Mr. Huck, 

and t h a t w i l l s t o p i f t h e r e ' s some g e o l o g i c d e t a i l s 

t h a t Mr. B r a c k e n has worked on we m i g h t c a l l him 

l a t e r i n t h e day, b u t I p r o p o s e t o r e s t my d i r e c t 

case a f t e r Mr. Huck. I w o u l d e x p e c t t h a t i t may 

t a k e us an h o u r t o g e t t h r o u g h h i s t e s t i m o n y . 

COMMISSIONER LAMAY: Do you have some c r o s s 

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

MR. CARR: The c r o s s t h a t I have i s v e r y 

b r i e f , and I t h i n k t h e same a p p l i e s t o Mr. B r u c e . 

I ' d l i k e t o keep t h e w i t n e s s g o i n g b e f o r e t h e 

b r e a k . 

COMMISSIONER LAMAY: W e ' l l p r o c e e d w i t h 
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c r o s s - e x a m i n a t i o n . 

MR. BRUCE: Very b r i e f l y , Mr. Chairman. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Mr. Robbins, do you r e c o g n i z e what I'm 

h o l d i n g up here? 

A. Yes, s i r . 

Q. I ' l l r e p r e s e n t t o you t h a t i t ' s Hanley's 

E x h i b i t Number 2 from the -- from t h e examiner 

h e a r i n g i n t h i s m a t t e r . Would you agree? 

A. Yes. 

Q. Looking a t your isopach -- now t h i s was 

b e f o r e t h e Kachina 5-1 w e l l was d r i l l e d ; Kachina 5-1 

w e l l i s i n d i c a t e d t h e r e , and a c c o r d i n g t o Hanley's 

p r i o r map, Hanley p r e d i c t e d t h i n n i n g t o the east of 

the proposed u n i t , and t h a t Kachina 5 would have 

about 150 f e e t of c l e a n Wolfcamp carb o n a t e ; i s t h a t 

c o r r e c t ? 

A. That's what the map shows. 

Q. And what's t h e a c t u a l -- the a c t u a l --

what d i d you say i t shows now? 

A. We have 300-and-something, as I r e c a l l . 

Would you l i k e t o see our map? 

Q. I t ' s okay. Three hundred-and-some i s 

f i n e . So t h i s map was s u b s t a n t i a l l y i n c o r r e c t , 
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wasn't i t ? 

A. I t was i n c o r r e c t as t o the va l u e t h a t 

you mentioned, but i t ' s s t i l l c o r r e c t as t o the a x i s 

of t h i s t h i c k d e p o s i t i o n i n t h a t these w e l l s down 

here t h a t show 340 f e e t are s t i l l t h e r e . 

Q. But you would agree t h a t t h e r e ' s 

t h i c k e n i n g t o the e a s t ; i s t h a t c o r r e c t , on t he 

proposed w e l l ? 

A. Yes. There i s a lobe l i k e these t h a t 

comes down t o t h e r e . 

Q. Thank you. I have n o t h i n g f u r t h e r , 

Mr. Chairman. 

COMMISSIONER LAMAY: Mr. Carr. 

CROSS-EXAMINATION 

BY MR. CARR: 

Q. Mr. Robbins, I guess I ' d l i k e t o loo k 

j u s t b r i e f l y a t your E x h i b i t Number 2. At the 

examiner h e a r i n g I c o u l d n ' t get i t s t r a i g h t i n my 

mind, " p e r p e n d i c u l a r versus v e r t i c a l , " as you might 

r e c a l l . I t h i n k t h i s addresses i t . I f I understand 

t h i s , what we have i s the f r o n t of the r e e f on t he 

r i g h t h a n d s i d e of the diagram; i s t h a t c o r r e c t ? 

A. Thi s area r i g h t here i s what's l a b e l e d 

Basal Margin Fac i e s . 

Q. So t h a t would be the f r o n t of the r e e f , 
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and these d e b r i s f l o w s are the r e s u l t of m a t e r i a l 

r u n n i n g o f f of t h a t f r o n t and being d e p o s i t e d 

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

A. You can see t h a t they have s e v e r a l 

d i f f e r e n t models here. One the y c a l l a Megabreccia 

sh e e t , one t h a t ' s shown as a channel, and one t h a t ' s 

shown more as a sheet d e p o s i t , and w i t h i n these are 

b l o c k s of rock t h a t are shown as b l u e on the e a s e l 

here, and i n between these two t h e r e ' s a m a t r i x of 

p r o b a b l y b a s i n a l v e r y f i n e g r a i n carbonate d e b r i s 

and rocks t h a t were i n the b a s i n mixed i n w i t h i t , 

and so t h e y ' r e not r e s e r v o i r . 

Q. I f I understand t h e n , when you go out 

and t r y t o d r i l l a w e l l i n t h i s area, what you're 

t r y i n g t o do i s h i t one of these d e b r i s f l o w s ; i s 

t h a t c o r r e c t ? 

A. What we're t r y i n g t o do i n the South 

C o r b i n f i e l d i s t h a t we have an i n t e r v a l t h a t ' s 

almost 700 f e e t t h i c k . That i s a l o t of these 

d i f f e r e n t d e b r i s f l o w s superimposed on one an o t h e r . 

There must have been some s o r t of canyon or 

something t o the n o r t h i n the s h e l f area of the r e e f 

w a l l where t h i s was a p r e f e r r e d p l a c e f o r these 

f l o w s t o occur, and they stacked up i n t h e r e as 

subsidence o c c u r r e d , and so what we're t r y i n g t o do 
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i s f i n d where t h e most of these are p r e s e n t t o g i v e 

you t h e bes t chance of making an economic c o m p l e t i o n 

because of the f a c t t h a t t h e y ' r e e r r a t i c . 

Now these t h i n g s might occur one 

a f t e r n o o n , and then a t some p e r i o d i n t h e f u t u r e 

a n other one might go th r o u g h i t and scour out p a r t 

of t h i s and put a new one i n t h e r e , so i t ' s a 

complex system. I t ' s a v e r y , v e r y complex system. 

Q. And I'm not t r y i n g t o put words i n your 

mouth on any of t h i s . I t h i n k you t e s t i f i e d 

b a s i c a l l y , i t runs p e r p e n d i c u l a r t o the edge of t h a t 

r e e f s h e l f ; i s t h a t r i g h t ? 

A. W e l l , I ' d say t h a t i f , you know, i f t h i s 

i s -- i f t h i s i s t he s h e l f , t h i s i s t he o r i e n t a t i o n 

t h a t you're shown, and t h i s i s what -- indeed, i f 

you read t h e paper occurs. 

Q. And what you're t r y i n g t o do when you --

you would agree w i t h me t h a t even though t h e g e n e r a l 

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

meander as evidenced by t h i s diagram of a ch a n n e l , 

t h i s edge? 

A. W e l l , i f w e ' l l get back t o t h i s t h a t was 

used, i f y o u ' l l j u s t hand me t h a t , I ' l l i l l u s t r a t e 

t h a t f o r you. 

Q. Sure. 
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A. I t i s s o r t of a f l o w l i k e t h i s . You can 

have a main a x i s f o r i t , but you can have — i n 

o t h e r words, you might have something p i l e d up here 

and t h e next one comes down and h i t s t h a t p i l e , i t 

might shoot o f f a l i t t l e b i t t o the s i d e , b u t the 

a x i s of the d e p o s i t i o n of the major p a r t remains 

much t h e same. 

Q. So the ge n e r a l a x i s remains n o r t h / s o u t h 

depending on how these t h i n g s are l a i d down. The 

i n d i v i d u a l d e b r i s d e p o s i t s may i n t e n d t o meander 

somewhat? 

A. I t h i n k t h a t t h e w e l l c o m p l e t i o n s i n t h e 

South C o r b i n f i e l d show t h i s . 

Q. Let's keep t h i s up, and i f we c o u l d , 

l e t ' s t u r n t o your E x h i b i t Number 7, which i s t h e , I 

t h i n k , t h e new map of the same i n t e r v a l . As I 

under s t a n d t h e s e , Mr. Robbins -- c o r r e c t me i f I'm 

wrong -- what you're t r y i n g t o show here are 

b a s i c a l l y t h e t h i c k n e s s of the Lower Wolfcamp 

ca r b o n a t e ; i s t h a t c o r r e c t ? 

A. W e l l , what we are mapping here i s the --

we ta k e one of these w e l l l o g s , and t h i s i s t he 

d i s c o v e r y w e l l i n t h i s n o r t h e r n area t h a t was 

d r i l l e d by Santa Fe, Kachina 8 #1. This i s the t o p 

of t h e Lower Wolfcamp, and t h i s i s t he base. Because 
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these are b a s i n a l r o c k s , these are b a s i n a l r o c k s , we 

have a p r e t t y good degree of c o n f l u e n c e i n these 

p a r t i c u l a r markers. I n here we don't because of the 

hodgepodge n a t u r e , so what we d i d was we took these 

areas t h a t are bl u e and we counted the f e e t of t h a t , 

and we added i t up and we con t o u r e d i t t o see what 

i t l o oked l i k e , much l i k e we took t h e s t r u c t u r a l 

datum and con t o u r e d i t t o see what i t looked l i k e , 

and we got a p a t t e r n of two -- of a s t r u c t u r a l realm 

o v e r l a i d on t h i s t h i c k a x i s , and as y o u ' l l see, when 

you go t o the t h i c k , you go t o the t h i n , you go from 

the t h i c k and you go t o the t h i n , and so t h i s i s 

what we d i d because we d i d n ' t f e e l l i k e t h a t we 

c o u l d a c c u r a t e l y c o r r e l a t e these i n d i v i d u a l 

i n t e r v a l s . 

Q. W e l l , now look a t these two maps -- i f I 

c o u l d see t h i s f i r s t one again -- i s your o b j e c t i v e 

what i s mapped i n the c e n t e r of these c o n t o u r s , does 

t h a t show the t h i c k e s t Wolfcamp carbonate i n the 

area; i s n ' t t h a t what t h a t ' s designed t o show? 

A. That's what t h e map shows. 

Q. And when the E x h i b i t Number 2 i n the 

o r i g i n a l h e a r i n g was prepared, you d i d n ' t have datum 

from t h e w e l l i n the sout h e a s t of s e c t i o n 5 a t t h a t 

t i m e ; i s t h a t c o r r e c t ? 
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A. Yes. I f I remember -- I t may not have 

been d r i l l e d . 

Q. Had not been d r i l l e d . When you t e s t i f i e d 

a t t h a t t i m e , your t e s t i m o n y was then as i t i s 

tod a y , t h a t t h e a x i s here remains n o r t h / s o u t h ; 

c o r r e c t ? 

A. C o r r e c t . 

Q. And a t t h a t time Mr. Thoma was a c t u a l l y 

c o n t e n d i n g t h a t the a x i s was somewhat more 

n o r t h e a s t / s o u t h w e s t ; i s n ' t t h a t r i g h t ? 

A. W e l l , Mr. Thoma -- I don't r e c a l l him 

s u b m i t t i n g a t o t a l map. What he s u b m i t t e d were 

these i n t e r v a l s , or " s l i c e s , " as I c a l l them, he 

r e f e r r e d t o as "zone," but I do t h i n k he d i d 

t e s t i f y , and I'm j u s t stacked on my memory. I f you 

would s t a c k , these i t would show the same. 

Q. And s i n c e the f i r s t h e a r i n g , has 

t h e r e -- t h i s was c o n s t r u c t e d j u s t from w e l l 

i n f o r m a t i o n , wasn't i t ? You d i d n ' t have se i s m i c or 

a n y t h i n g e l s e t o i n t e g r a t e ? 

A. No, s i r . We don't have any se i s m i c today 

t o be i n t e g r a t e d . 

Q. And the o n l y new p o i n t i s t h i s new p o i n t 

on t h e s o u t h e a s t of s e c t i o n 5 where you've shown 322 

f e e t o f , I b e l i e v e , i t ' s c l e a n Wolfcamp; i s t h a t 
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r i g h t ? 

A. Yes, s i r . 

Q. And so you -- the way you have i n your 

e x p e r i e n c e mapped t h i s i s by s i m p l y p u l l i n g t h e 

t h i c k area o f f t o the r i g h t and bending i t t o t h e 

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

A. And t h i s i s modeled much a f t e r these 

down here t o the south because t h e r e i s no c o n t r o l 

between these two w e l l s , but as y o u ' l l n o t i c e , w i t h 

119 here, and 322 f e e t t h e r e , and 266 f e e t t h e r e , 

and 168 f e e t here, and 340 f e e t here, t h a t ' s t h e way 

the datum c o n t o u r s . 

Q. I f t h i s f o r m a t i o n was being l a i d down 

v i r t u a l l y p e r p e n d i c u l a r t o an east/west r e e f s h e l f , 

w o u l dn't you expect, i f t h i s map was c o r r e c t , t o 

have your d e b r i s -- a l s o -- pod be t h i c k e r as i t 

heads o f f t o the south and the east? 

A. W e l l , you know, a l l I'm s a y i n g i s t h a t 

what these w e l l p e n e t r a t i o n s show i s t h i s , and then 

I'm t r y i n g t o i n t e r p r e t t h a t . I f y o u ' l l move over, 

t h e r e are some o t h e r places over here where t h e y ' r e 

77 f e e t t h i c k and then 194 f e e t t h i c k , and then back 

t o 119, and t h e r e ' s not a l o t of w e l l c o n t r o l t h e r e , 

but you go from t h i n t o t h i c k t o t h i n a g a i n , and so 

t h i s seems t o us t o be a l o g i c a l way t o t r e a t t h e 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

79 

datum. 

Q. Wouldn't i t a l s o be l o g i c a l t o t r e a t t h e 

datum on t h e new w e l l i n the sout h e a s t of 5 as 

i n d i c a t i n g a c t u a l l y a n o r t h e a s t / s o u t h w e s t t r e n d on 

the a x i s i n t h i s p a r t i c u l a r area? 

A. Not a t a l l . I t h i n k t h a t t h e i m p o s i t i o n 

of these n o r t h e a s t / s o u t h w e s t c o n t o u r i n g on these 

s l i c e d maps are not ab l e t o c a p t u r e t h e d e p o s i t i o n a l 

a x i s because t h e y ' r e not d e p o s i t i o n a l u n i t s . 

They're a l o t of t h i n g s . 

Q. I n terms of the s u f f i c i e n c y of the w e l l 

c o n t r o l you have i n t h i s area, c o u l d you i n d i c a t e 

f o r me which w e l l s , say, i n the n o r t h h a l f of 8, the 

n o r t h h a l f of 7 and south h a l f of 5 and 6, have 

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

A. The Wolfcamp producers are shown i n 

y e i l o w . 

Q. Okay. 

A. And so y o u ' l l n o t i c e r i g h t here t h e r e ' s 

a w e l l t h a t i s not c o l o r e d y e l l o w , so i t d i d not 

produce, and i t has NDE on i t which means i t d i d not 

l e a c h , and t h i s w e l l over here t h a t says NDD which 

means not deep enough encountered n i n e f e e t , b u t i t 

d i d not c o m p l e t e l y p e n e t r a t e t h e Lower Wolfcamp, i t 

stopped b e f o r e i t got t o the b a s i n a l p a r t t h a t t h i s 
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w e l l over here i s p e r f o r a t e d . 

Q. The w e l l j u s t due south of t h a t i n t he 

southwest of seven, does t h a t -- was t h a t deep 

enough? 

A. I don't t h i n k t h i s w e l l has been d r i l l e d 

y e t . I t h i n k t h i s i s a l o c a t i o n . 

Q. Okay. And then the two w e l l s o f f s e t t i n g 

u n i t i n S e c t i o n 7 haven't been d r i l l e d , t h e two 

spots t h a t we're t a l k i n g about; t h i s p r o r a t i o n u n i t , 

haven't been d r i l l e d e i t h e r ? 

A. W e l l , the i n f o r m a t i o n t h a t we have 

g o t t e n from t h e Department of the I n t e r i o r , Bureau 

of Land Management i n d i c a t e -- I have a copy of the 

a p p l i c a t i o n and t h e number 30, which i s t h i s w e l l , 

and we understand t h i s p e r m i t has been approved. The 

29 up here has been a p p l i e d f o r , but a t l a s t 

count -- the l a s t check we made, they d i d not have 

t h e i r p e r m i t y e t , but I t h i n k t h a t t h e y ' r e past 

t h e i r 30-day i n t e r v a l , and I suspect t h e y ' r e p r e t t y 

c l o s e t o hav i n g i t . Both of these w e l l s , 

i n c i d e n t a l l y , were p e r m i t t e d 510 f e e t from t h i s 

l e ase l i n e , and so both of them were designed t o get 

as c l o s e as they p o s s i b l y c o u l d w i t h o u t h a v i n g t o 

have a h e a r i n g . 

Q. Who i s the o p e r a t o r of those w e l l s ? 
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A. They're both Southland R o y a l t y which --

Q. Would be M e r i d i a n , perhaps? 

A. I t h i n k i t ' s M e r i d i a n , but f o r some 

reason I t h i n k t h e y ' r e u s i n g i t as the o l d name. 

Q. Have you had any communication w i t h 

M e r i d i a n or Southland on t h e i r w e l l proposal? 

A. Not t o my knowledge. 

Q. Do you know i f they i n t e n d t o d r i l l b o t h 

of those w e l l s ? 

A. I don't know what t h e i r i n t e n t i o n s a r e . 

A l l I know i s t h a t t h e y have a p p l i e d f o r these two 

p e r m i t s which would i n d i c a t e t h a t t h e y ' r e p l a n n i n g 

t o d r i l l these w e l l s . 

Q. Okay. Thank you. 

COMMISSIONER LAMAY: Any q u e s t i o n s here, or do 

you want t o presume? 

MR. KELLAHIN: Ju s t one p o i n t of 

c l a r i f i c a t i o n , Mr. Chairman. 

FURTHER EXAMINATION 

BY MR. KELLAHIN: 

Q. When we look a t the data on the Kachina 

5-1 w e l l , Mr. Robbins, as a f o l l o w - u p t o Mr. Carr's 

q u e s t i o n about t h a t t h i c k n e s s and how i t has 

a f f e c t e d t h e i n t e r p r e t a t i o n of the Wolfcamp on the 

l o g f o r t h e Kachina 5 w e l l , when we lo o k a t the 
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Wolfcamp s e c t i o n , where i s the p o i n t of g r e a t e s t 

t h i c k n e s s f o r the Kachina 5-1 w e l l ? 

A. I t ' s i n a -- i t ' s r i g h t a t t h e t o p of 

t h e i n t e r v a l , and i t ' s s o r t of a new mass of c l e a n 

carbonate t h a t has appeared, and i t ' s a l s o on our 

maps. I t came i n t h i c k e r than we'd p r e d i c t e d i t . 

I t a l s o came i n t h i c k e r than we'd p r e d i c t e d as we've 

seen on t h e v a r i o u s zone maps t h a t we had gone 

t h r o u g h t h a t Santa Fe had prepared b e f o r e the l a s t 

h e a r i n g . 

Q. When we l o o k a t the g r e a t e s t t h i c k n e s s 

on t h a t Wolfcamp s e c t i o n though, i t ' s i n the h i g h e r 

p o r t i o n of the Wolfcamp? 

A. Yes, s i r . 

Q. And what accounts f o r the g r e a t e s t 

amount of change on the isopach i s t h i s upper zone 

t h a t i s not on any of the r e s t of Mr. Thoma's maps 

when he d i d the i n d i v i d u a l zones? 

A. W e l l , t h i s -- these rocks are v e r y , v e r y 

e r r a t i c , and i t ' s v e r y complex, and when your 

knowledge about them i s d i r e c t l y p r o p o r t i o n a l t o the 

number of p e n e t r a t i o n s t h a t go t h r o u g h i t , and so 

you know, New Mexico f o r years was d r i l l e d on 

40-acre o i l . Most of the i m p o r t a n t Devonian f i e l d s 

were developed on 40 acres maximum p e n e t r a t i o n , and 
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so when you have 80-acre w e l l c o n t r o l w i t h t h i n g s 

t h a t are e r r a t i c l i k e t h i s , t h e r e are times when you 

get more datum, you keep them t u r n i n g . 

Q. When we lo o k a t the isopach t h e n , t h e r e 

i s a s i m i l a r i t y i n t h i c k n e s s between t h e Hanley 

l o c a t i o n , and the Santa Fe l o c a t i o n , and t h e 

Wolfcamp on t h e isopach? 

A. This one and t h i s one? 

Q. No, s i r , t h e Santa Fe l o c a t i o n t o t h e 

so u t h . 

A . This one, yes. 

Q. When you lo o k a t those t h e r e are s i m i l a r 

t h i c k n e s s e s on t h e carbonate? 

A. R i g h t . The i n t e r p r e t a t i o n of t h i s b l o b 

i s t h a t t h e y ' r e b o t h e s s e n t i a l l y on a x i s . 

Q. The choice then of the Santa Fe l o c a t i o n 

and t h e Wolfcamp i s not e r r a t i c a t e d e x c l u s i v e l y on 

t h i c k n e s s , but upon l o c a t i o n i n s t r u c t u r e ? 

A. Yes. What we d i d , a g a i n , as an 

independent s t u d y ; we mapped t h e s t r u c t u r e 

i n d e p e n d e n t l y , and we mapped t h e rock i n d e p e n d e n t l y , 

and t h e y f i t . Mr. Huck then took t h e d e c l i n e curve 

a n a l y s i s of every w e l l i n t he f i e l d and p l o t t e d t h e 

o i l p r o d u c t i o n , and water p r o d u c t i o n , and 

e x t r a p o l a t e d t h i s t o get an idea of what t h e 
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u l t i m a t e r e c o v e r y of each w e l l would be, because we 

had been t o l d and read t h r o u g h c e r t a i n p a r t s of 

f i e l d h e a r i n g s of t h i n g s of 80 ac r e s , 100,000 

b a r r e l s ; 40 a c r e s , 50,000 b a r r e l s t o see j u s t what 

the d i s t r i b u t i o n of the w e l l s were, and when we d i d 

t h i s we were s t r u c k , perhaps dumbfounded, by these 

b l o b s t h a t showed up where 40, 50, 60 p e r c e n t of the 

o i l were out a ve r y s m a l l number of w e l l s , and so we 

then took these MERs or Maximum E f f e c t i v e Recovery 

f o r those w e l l s and we contoured i t , and we got some 

b l o b s . We got -- Huck w i l l show the map -- we've 

got a b l o b down i n here, we've got a b l o b i n here, 

we've got a b l o b over here, and because by analogy 

w i t h t h e h i g h r a t e and p r e s s u r e , t h e Santa Fe 8-1 i s 

going t o be a b l o b up here, and you can see these 

w e l l s t h a t are f i x i n g t o be d r i l l e d , and t h e r e ' s a 

l o t of o t h e r people t h a t b e l i e v e --

Q. G e o l o g i c a l l y , though, when you have 

i d e n t i f i e d these c o n c e n t r a t i o n s of h i g h growth i n 

the p r o d u c t i v i t y i n the Wolfcamp, have you found a 

r e l a t i o n s h i p t h a t when you're on the south s i d e of 

those p r o d u c t i v e pods, t h a t you have a component of 

water t h a t i n f u e n c e s these w e l l s ? 

A. Comparing these data back t o the isopach 

map and t h e s t r u c t u r e map, we found t h a t t h e y were 
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o r i e n t e d a l o ng t h e t h i c k a x i s , and they were 

somewhat -- t h e p r o d u c t i v e areas -- were somewhat 

normal or t h a t t h e y t r e n d e d s o r t of east/west and we 

don't know why, but t h a t ' s the way they a r e , and as 

you go south of t h i s on the south s i d e as t h e 

d e c l i n e curves w i l l show, you have water. You get 

water c u t . 

Q. And so when we lo o k a t the Hanley 

l o c a t i o n versus the Santa Fe l o c a t i o n w i t h i n t h i s 

pod, i t i s your c o n c l u s i o n t h e r e ' s a p r e f e r e n c e f o r 

t h e Santa Fe l o c a t i o n -- the Hanley l o c a t i o n because 

the Santa Fe l o c a t i o n has got a water r i s k t o i t ? 

A. Yes. When you lo o k a t these pods down 

here, you're s t r u c k by the f a c t t h a t one, i f you 

move away from t h a t , you're going t o l o s e 

p r o d u c t i v i t y q u i c k , but your best chance of g e t t i n g 

p r o d u c t i v i t y i s along t h e east and west d i r e c t i o n , 

and t h a t i f you go s o u t h , you're going t o , one, h i t 

water or l e s s p r o d u c t i v i t y , and t h i s i s , l i k e I 

s a i d , i f y o u ' l l l o o k a t the map when you get t h e r e , 

t h e r e ' s not a plac e on the f i e l d t o date where you 

have a southwest d i a g o n a l o f f s e t t h a t you even 

c l o s e l y approach t h e h i g h p r o d u c t i v i t y i n t h e pod of 

the sweet pod or whatever they a r e . 

Q. Thank you, s i r . 
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COMMISSIONER LAMAY: Mr. Weiss. 

COMMISSIONER WEISS: I n t h i s diagram over 

here -- f i l l m a t e r i a l around the b l o c k s , i s t h a t 

permeable? 

A. The rocks t h a t are shown i n the bl u e i s 

an a d m i x t u r e of v a r i o u s k i n d s of rocks depending on 

the source. Some of i t i s r e e f rock and i t has 

ind i g e n o u s p o r o s i t y p e r m e a b i l i t y . 

Q. But you're s u b m i t t i n g not the blocks? 

A. No, s i r . That i s whatever i s swept up 

t h a t was t h e r e , f i n e , dark c l a s t i c , rocks t h a t were 

on t h e bottom as t h i s t h i n g r o a r s down. I t a l l k i n d 

of mixes up i n k i n d of a wave, and the o n l y way t h a t 

i t ' s not permeable i n these o u t c r o p s , no. 

COMMISSIONER WEISS: And you t h i n k t h a t t h i s 

r e s e r v o i r might be c a l l e d n a t u r a l l y f r a c t u r e d ? 

A. There's a l o t of mention of f r a c t u r e i n 

the Lower Wolfcamp, indeed i n a l l carbonate r o c k s , 

and as a g e o l o g i s t we o f t e n use " f r a c t u r e " t o 

e x p l a i n what we can't e x p l a i n , and i n the case of 

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

w e l l , t h e 8-1, which i s h i g h l y p r o d u c t i v e , i f you 

lo o k a t t h e log s you say, "Hey, where i s t h e o i l 

coming from?" Well nobody knows, so we say, " i t ' s 

f r a c t u r e d . " 
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So you go up here and you d r i l l t h i s 

w e l l , and you have more r o c k , but i t doesn't 

produce. So you say, " i t ' s not f r a c t u r e d , " and t h i s 

may be, but t h e r e are problems w i t h t h i s i n t h a t how 

do you f r a c t u r e something t h a t ' s out i n the midd l e 

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

e v e r y t h i n g i n c l u d i n g the f i n e g r a i n rocks around i t , 

which are the seal? So t h a t ' s a problem. 

The rock on the s h e l f b e f o r e i t was moved 

c o u l d have been f r a c t u r e d . So f r a c t u r i n g t h e r e ' s 

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

b u t i t ' s more c o m p l i c a t e d and complex than j u s t 

s a y i n g what i s f r a c t u r e d . We t h i n k , and I t h i n k 

everyone t h i n k s t h a t deals w i t h t h i s , because 

t h e r e ' s problems sometimes w i t h e x p l a i n i n g why 

something produces t h a t you invoke t h e term 

" f r a c t u r e . " 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. And then one o t h e r q u e s t i o n . I f I ' d 

done my homework I guess I ' d have known, b u t have 

you owned t h e lease t h e r e p r i o r t o these Kachina 

w e l l s b e i n g d r i l l e d ? 

A. Yes, s i r . We bought our lease i n 1986. 

I t h i n k Santa Fe bought t h e i r l e a s e h o l d i n 1990 or 
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something l i k e t h a t , or '89, somewhere i n f o u r or 

f i v e years p r o b a b l y . 

COMMISSIONER WEISS: Thank you. 

EXAMINATION 

BY COMMISSIONER LAMAY: 

Q. I've got a couple of q u e s t i o n s here, 

Mr. Robbins. We'll s t a r t w i t h t h e f i r s t one. You 

had a map t h e r e on the pay i n t e r v a l t h a t i n the 

second Bone Springs pan t h e r e ' s a carbonate i n t h e 

pay i n t h e Bone S p r i n g i n t e r v a l . You f e e l c o n f i d e n t 

i n b e i n g a b l e t o expend a carbonate pay over t h a t 

l a r g e an area as f a r as your mapping s u r f a c e goes? 

A. I t h i n k when you use the l o g g i n g 

parameters, you can. I n o t h e r words, you're c o u n t i n g 

so much f e e t of l o g response i n Bone Springs 

Goldmine c o n t o u r of t h i s , b ut when you s t a r t t a l k i n g 

about whether i t ' s a l l e f f e c t i v e r e s e r v o i r , I don't 

t h i n k you know u n t i l you d r i l l and t e s t i t . 

COMMISSIONER LAMAY: Have you run the samples 

on any of the l o g s , or the w e l l s , or examined any 

cores i n t h e area t o lo o k a t these? 

A. To my knowledge t h e r e are no c o n d i t i o n a l 

cores i n the South Corbin f i e l d . I have looked a t 

cores over t h e years i n the Scharb and o t h e r Bone 

Springs and Wolfcamp d e t r i t u s , and what you see when 
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you go t h r o u g h i t i s t h i s b l a c k r o c k , and then you 

s t a r t s e e i n g l i g h t r o c k , and i t ' s upside down and 

t h i n g s l i k e t h a t , and i t was hard t o i n t e r p r e t back 

i n t h e '60s and '70s when we s t a r t e d . I n c i d e n t a l l y , 

t h a t ' s why t h i s s t u f f i s being developed now. I t ' s 

hard t o f i n d . 

COMMISSIONER LAMAY: How about samples? Have 

you looked a t any of the samples i n the South 

Corbin? 

A. I have not p e r s o n a l l y looked a t any 

samples i n the South Corbin f i e l d . 

Q. You t e s t i f i e d as t o the typ e of r o c k . 

When you s a i d "carbonate," are you t a l k i n g about 

carbonate l i m e , f o s s i 1 i f e r o u s l i m e , or d o l o m i t e , or 

what? 

A. Yes, s i r . We're t a l k i n g about b l a c k 

r o c k which i s m i k r i t e which i s a ve r y f i n e - g r a i n e d 

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

a s s o c i a t e d w i t h t h e r e s e r v o i r rocks or l i m e s t o n e s . 

Conversely i n the Bone S p r i n g s , t h e r e s e r v o i r rocks 

are d o l o m i t e s f o r some reason, and the one p o s s i b l e 

e x p l a n a t i o n i s polodus. Maybe the Bone Springs was 

developed; was shed from d o l o m i t e d e p o s i t s , and t h e 

o t h e r from l i m e s t o n e and Wolfcamp l i m e s t o n e 

d e p o s i t s , b u t t h a t ' s a l l I can t e l l you. 
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Q. W e l l , I'm t r y i n g t o v i s u a l i z e t h e 

r e s e r v o i r r o c k . I know i t ' s d i f f i c u l t . You s a i d 

i t ' s l i m e s t o n e . I s i t c h a l k y lime? We're t a l k i n g 

about t h e pay i n t e r v a l s now and what are c o n s i d e r e d 

the e r r a t i c c l e a n Wolfcamp s e c t i o n s . 

A. L i k e I s a i d , I have not p e r s o n a l l y 

examined any samples i n the Lower Wolfcamp of the 

South C o r b i n f i e l d . I c o u l d not t e s t i f y whether i t 

was c h a l k y l i m e or n o t . 

Q. Again, t r y i n g t o zero i n on t h e 

r e s e r v o i r r o c k , you've mentioned t h a t these are 

"pods." The r e s e r v o i r -- are we t a l k i n g about t h e 

number of i n d i v i d u a l f i e l d s c o m p r i s i n g one lobe of 

green here on your f i r s t e x h i b i t , or are we t a l k i n g 

about a number of r e s e r v o i r s i n d i v i d u a l l y , because 

we're t a l k i n g about a number of rocks each of which 

composes a separate r e s e r v o i r ? 

A. What you s a i d i s what we b e l i e v e . Those 

f i e l d s , i n c i d e n t a l l y , c o l o r e d green t h e r e invoke t h e 

Wolfcamp and the Bone Springs f i e l d s . They are bo t h 

carbonate d e b r i s . Now, the o u t l i n e s i n green --. 

Q. W e l l , use j u s t South C o r b i n . 

A. We b e l i e v e t h a t what we have here i n 

t h i s Lower Wolfcamp are a s e r i e s of v e r y , v e r y s m a l l 

r e s e r v o i r s t h a t are p a r t of a system of r e s e r v o i r s , 
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but t h e y are not a l l p r e s s u r e connected, and t h e y ' r e 

not a l l one quote " r e s e r v o i r " unquote, b u t t h e y ' r e a 

s e r i e s of t h i n g s , and when I c a l l them pods, I'm 

j u s t r e f e r r i n g t o these t h i n g s t h a t you c o n t o u r up 

when you c o n t o u r MERs, and we i n t e r p r e t those as 

be i n g a c o n c e n t r a t i o n of r e s e r v o i r d e t r i t u s of some 

k i n d . 

Q. But the number of w e l l s w i t h i n one of 

these pods, would i t be f a i r t o say t h a t i f the 

p r e s s u r e communicated t o a p a r t of the same pod or 

p a r t of t h e same b l o c k , i f t h e y ' r e p r e s s u r e 

communicated, t h a t ' s obvious on some t e s t s and 

Mr. Huck w i l l do t h a t ? 

A. Yes, s i r , Mr. Huck w i l l . And I t h i n k 

what w e ' l l f i n d i s t h a t l i k e we show i t on t h e cross 

s e c t i o n s , t h a t t h e r e s e r v o i r s are v a r i a b l e from w e l l 

t o w e l l , and y o u ' l l have w e l l s i n one of these 

s o - c a l l e d "pods" which i s c o n t o u r i n g maximum MER 

t h a t are not p e r f o r a t e d i n zones t h a t are i n t h e 

same i n t e r v a l , so i t ' s -- and when you d r i l l down 

t h r o u g h i t and they may p e r f o r a t e two or t h r e e of 

these t h i n g s and s t a r t f l o w i n g i t , you don't know 

what a l l ' s coming from what. You j u s t know what --. 

Q. So i t i s f a i r t o say when you're t r y i n g 

t o f i n d a r e s e r v o i r , you're t a l k i n g about a pod -- a 
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mass of r o c k , or one r o c k , a l l of which may or may 

not be connected i n the same w e l l bore, or which may 

or may not be a l l o f f s e t w i t h each o t h e r ? 

A. I t h i n k the more we know about t h i s t h e 

more complex we t h i n k i t i s . The s a l v a t i o n i s t h a t 

t h e r e ' s a number of these 7 0 0 - f o o t i n t e r v a l s t h a t 

you might encounter. 

COMMISSIONER LAMAY: I t h i n k t h a t ' s a l l t h e 

q u e s t i o n I have. A d d i t i o n a l q u e s t i o n s of the 

w i t n e s s ? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. Looking a t these pods and l o o k i n g a t 

t h i s isopach of the c l e a n areas, I see v e r y l i t t l e 

c o r r e l a t i o n between t h e t h i c k n e s s and the 

d i s t r i b u t i o n of those pods as compared t o the 

t h i c k n e s s and the a x i s of these t h a t you've g i v e n us 

here. Do you have an e x p l a n a t i o n f o r t h e occurrence 

of these pods? 

A. I would l i k e t o -- I wished I had the 

map t h a t Mr. Huck i s going t o show d e l i n e a t i n g these 

pods where I c o u l d show you, you know, t h e i r 

l o c a t i o n and what t h e i r geometry i s . Our e x p l a n a t i o n 

f o r i t i s -- and t h i s i s p u r e l y our i n t e r p r e t a t i o n 

-- i s t h a t f o r some reason along these t h i c k axes 
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i n an a r e a r i g h t i n h e r e , r i g h t i n h e r e , and r i g h t 

i n h e r e , t h e r e was a c o n c e n t r a t i o n o f p r o d u c e a b l e 

r e s e r v o i r r o c k . They s o r t o f t e n d t o t r e n d e a s t / w e s t 

and t h e y have s h a r p b o u n d r i e s n o r t h and s o u t h , and 

t h e o n l y e x p l a n a t i o n t h a t we c o u l d say i s t h a t when 

t h e s e f l o w s s t a r t , f o r some r e a s o n a t t h e s e s p o t s , 

f o r w h a t e v e r r e a s o n , due t o d e c r e a s e d e n e r g y o r 

maybe a b i g b l o c k p i l i n g up t h e o t h e r s t u f f a r o u n d 

i t , t h a t ' s where t h e y a r e , and t h a t ' s a l l I can t e l l 

you . 

Q. Okay. But t h e r e ' s no r e a l c o r r e l a t i o n 

b e t w e en t h e p r o d u c t i v i t y o f t h e pod and t h e -- t h a t 

t h e y have t o be c e n t e r e d on an a x i s o f t h e s e 

t h i c k n e s s e s ? 

A. What we f o u n d when we compared t h i s 

c o n t o u r map o f MERs f r o m w h i c h we've d e f i n e d t h e s e 

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

t h i s t h i c k a x i s , and a l o n g t h i s t h i c k a x i s . T h e y ' r e 

n o t o f f o f a t h i c k a x i s . T h a t ' s why when we g o t t h e 

datum on t h i s w e l l , we changed o u r l o c a t i o n f r o m 

h e r e . Santa Fe p r o p o s e d up t o h e r e because we're 

c o n v i n c e d -- we're l o o k i n g a t t h e s e maps -- t h a t t h e 

chance o f making t h e most o i l i s c l o s e t o one o f 

t h o s e pods as you can g e t . 

COMMISSSIONER BAILEY: T h a t ' s a l l I have. 
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EXAMINATION 

BY COMMISSIONER LAMAY: 

Q. I've got t o ask one more q u e s t i o n . I 

hope we don't get i n t o a lo n g d i s c u s s i o n on i t , b u t 

i t ' s more c u r i o s i t y . You have a Perm-Penn r e e f 

t r e n d . I s t h a t t h e Abo r e e f t r e n d ? Have you got 

something i n the Wolfcamp t h a t you map? 

A. That p a r t i c u l a r l i n e , Mr. Chairman, i s 

s o r t of t h e south edge or c u l m i n a t i o n . I t h i n k i t ' s 

p r e t t y c l o s e t o where the up-dip l i m i t of Morrow 

l i n e i s or the Delaware l i n e i s , and as such, i t ' s 

p r e t t y c l o s e t o the Abo r e e f f r o n t r i g h t t h e r e where 

we're drawing i t , but t h e r e are s h e l f carbonates and 

r e e f s n o r t h of t h a t up a t Kemnitz and i n t h e r e . 

Q. W e l l , as you w e l l know, t h e s h e l f edge 

w i l l m i g r a t e t h r o u g h o u t the Permian. I was t r y i n g 

t o d e f i n e a p e r i o d of time w i t h i n t h e Permian and or 

Wolfcamp edge t h a t you're mapping t h e r e i f t h a t i s 

what you're d r i l l i n g . 

A. I t h i n k t h a t i s the break i n the Yates, 

which i s draped over the Abo e a r l y / l a t e Permian 

s h e l f edge, and, of course, you know, as you're 

aware o f , t h e Abo r e e f f r o n t i s w h i t e , s i r . 

Q. R i g h t . The Wolfcamp d e t r i t i s i s what 

I'm t r y i n g t o get a t . You have l i m e s t o n e b l o c k s . 
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You wouldn't assume those would be err o d e d from a 

d o l o m i t e Abo r e e f would you? 

A. No, s i r . 

Q. So they would have t o come from some 

Wolfcamp s h e l f edge t h a t would be n o r t h of those 

b l o c k s ? 

A. Yes, s i r . 

COMMISSIONER LAMAY: You're t a l k i n g about a 

s h e l f edge, or do you r e a l l y see a r e e f i n t h a t 

area ? 

A. We t h i n k i t ' s a c o m b i n a t i o n . I t ' s a 

carbonate s h e l f edge w i t h r e e f s a l ong i t . There's a 

number of those t h e r e . Kemnitz has been s t u d i e d i n 

d e t a i l w i t h c o r e s . I t d e s c r i b e s a r e e f w a l l , and so 

i t ' s a c o m b i n a t i o n of thes e , but one t h i n g we know, 

and t h e people have i n t e r p r e t e d f o r y e a r s , how deep 

th e Delaware Basin was. A l o t of people say i t was 

p r e t t y deep. Not hundreds of f e e t , but thousands. 

COMMISSIONER LAMAY: Thank you v e r y much. 

A d d i t i o n a l q u e s t i o n s of the witness? You may be 

excused. Le t ' s take about a 15-minute break. 

(Break taken a t 11:10) 

COMMISSIONER LAMAY: We have Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Chairman, I ' d 

l i k e t o c a l l a t t h i s t i me Mr. B i l l Huck. 
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DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. Huck, f o r the r e c o r d , would you 

please s t a t e your name and occupation? 

A. My name i s B i l l Huck. I'm a p e t r o l e u m 

e n g i n e e r . 

Q. And where do you r e s i d e , s i r ? 

A. I l i v e i n Mid l a n d , Texas. 

Q. By whom are you employed and i n what 

c a p a c i t y ? 

A. I am employed by Hanley Petroleum as a 

r e s e r v o i r and o p e r a t i o n s e n g i n e e r . 

Q. Did you t e s t i f y b e f o r e Examiner Morrow 

i n t h e c o n s o l i d a t e d h e a r i n g s b e f o r e him on these 

c o m p e t i t i v e p o o l i n g cases? 

A. Yes, s i r , I d i d . 

Q. Have you, as a r e s e r v o i r engineer f o r 

Hanley, made an ex a m i n a t i o n and reached e n g i n e e r i n g 

c o n c l u s i o n s about your o p i n i o n s c o n c e r n i n g t h e 

optimum p l a c e t o l o c a t e t h e w e l l i n the spac i n g u n i t 

b e i n g discussed? 

A. I have. 

Q. Have you a l s o reviewed, a n a l y z e d , and 

rendered your o p i n i o n s on the c o s t f o r d r i l l i n g and 

c o m p l e t i n g t h i s w e l l ? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

2 4 

25 

97 

A. Yes, s i r , I have. 

Q. And you've a l s o made some 

recommendations t o the examiner c o n c e r n i n g an 

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

th e f o r m a t i o n and among the w o r k i n g i n t e r e s t owners? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Chairman, we t e n d e r 

Mr. Huck as an e x p e r t p e t r o l e u m e n g i n e e r . 

COMMISSIONER LAMAY: His q u a l i f i c a t i o n s are 

a c c e p t a b l e . 

Q. (By Mr. K e l l a h i n ) Mr. Huck, l e t me s t a r t 

back w i t h t h e r e s e r v o i r e n g i n e e r i n g work t h a t you've 

done. Having been i n v o l v e d w i t h Mr. Bracken i n 

r e v i e w i n g t h e geology, from your p e r s p e c t i v e , how do 

you go about a n a l y z i n g the issues and f o r m u l a t i n g a 

methodology t h a t i n your judgment was an a p p r o p r i a t e 

one t o a p p l y f o r an u n d e r s t a n d i n g of t h i s p a r t i c u l a r 

r e s e r v o i r i n d e c i d i n g where t o l o c a t e the w e l l ? 

A. S t a r t i n g i n the b e g i n n i n g , a f t e r 

r e v i e w i n g t h e o v e r a l l s t r u c t u r a l and pay t h i c k n e s s 

p i c t u r e s t h a t were prepared by Mr. Bracken and t h e 

t h e o r y behind the d e p o s i t i o n , the next s t e p would be 

t o form some s o r t of p r o d u c t i o n e x p e c t a t i o n s on any 

w e l l s t h a t you might d r i l l here, t h a t we would d r i l l 

-- l o g f o r o i l -- what k i n d of r e s e r v e s we c o u l d 
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expect. 

You c o u l d t r y t o use v o l u m e t r i c s , or you 

would t r y t o use d e c l i n e curve a n a l y s i s . I n t h i s 

case t h e v e r y n a t u r e of the rock i n the f i e l d and 

the abundance of p r o d u c t i o n datum from the w e l l s 

d r i l l e d t o the south of t h i s l o c a t i o n l e d me t o use 

d e c l i n e curve a n a l y s i s as the p r e f e r r e d method of 

e n g i n e e r i n g a n a l y s i s . 

Q. I n choosing a methodology t o e s t i m a t e 

u l t i m a t e r e c o v e r i e s from these w e l l s , i t d i d n ' t take 

you v e r y l o n g t o exclude v o l u m e t r i c s as a r e l i a b l e 

means by which t o determine o i l per p l a c e and then 

the r e c o v e r a b l e o i l f o r spacing u n i t ? 

A. No, s i r , i t d i d n o t . I might show you 

E x h i b i t 17. 

Q. A l l r i g h t . L et's t u r n t o t h a t . 

E x h i b i t 17 i s t h e f i r s t one of your d i s p l a y s , i s i t ? 

A. That's t r u e . 

Q. What are we l o o k i n g at? 

A. I t would be an east more or l e s s 

east/west cross s e c t i o n t h r o u g h the South C o r b i n 

Wolfcamp f i e l d . I t would be the l a s t cross s e c t i o n 

b e f o r e the b l a c k book, s e c t i o n C. Cross s e c t i o n 

C-C. I t h i n k i t ' s marked E x h i b i t 16. 

Q. Now we may have misnumbered some of t h e 
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e x h i b i t s a t t h i s p o i n t , but we're l o o k i n g a t C-C' 

cross s e c t i o n ? 

A. Yes, s i r . 

COMMISSIONER LAMAY: Go ahead and d e s c r i b e 

what you prep a r e d . 

A. What you're l o o k i n g a t i s a east/west 

s t r u c t u r a l cross s e c t i o n across t h e South C o r b i n 

Wolfcamp f i e l d . I t s t a r t s on the east s i d e of 

s e c t i o n 8 and -- some p r e t t y r o c k y d r i v e holes --

moves southwest t h r o u g h Southland's West C o r b i n 

Number 11 and Southland's West C o r b i n F e d e r a l #8, 

and West Cor b i n Federal #5, and those a l l are i n 

s e c t i o n 17, and moves west of the S e c t i o n 18 and 

t h r o u g h West Cor b i n #1 and t h e i r West C o r b i n F e d e r a l 

-- I b e l i e v e i t ' s Number 18, and ending w i t h t h e i r 

West C o r b i n F e d e r a l #24, a t the ve r y west edge of 

the f i e l d . The purpose of t h i s cross s e c t i o n i s t o 

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

As you move from w e l l t o w e l l across t h e 

f i e l d , y o u ' l l see on the east s i d e , a g a i n , i s a d r y 

h o l e . Moving t o the next w e l l , i t has a l i m i t e d 

w e l l . Number 11 here i n the south end of S e c t i o n 8 

has a l i m i t e d number of p e r f o r a t i o n s i n the upper 

p a r t of t h i s Wolfcamp i n t e r v a l . T his w e l l would 

expect t o cum a l i t t l e over a q u a r t e r of a m i l l i o n 
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b a r r e l s of o i l . I t ' s a l r e a d y produced over a 

170,000 b a r r e l s of o i l . 

Q. The cumes are shown i n red on the bottom 

of t h e l o g of the cross s e c t i o n ? 

A. Yes, s i r , t h a t ' s c o r r e c t . These numbers 

r e p r e s e n t e s t i m a t e d o i l r e c o v e r y from these w e l l s 

based on d e c l i n e curve a n a l y s i s . As you move from 

w e l l Number 11 t o w e l l Number 8, you see a w e l l t h a t 

t e s t e d v a r i o u s zones i n the Wolfcamp f i n a l l y 

completed i n t h e uppermost time and encounter, and 

t h i s w e l l produced about 30,000 b a r r e l s of o i l 

b e f o r e w a t e r i n g o u t . R i g h t now i t ' s t e m p o r a r i l y 

abandoned. 

COMMISSIONER LAMAY: We might j u s t m e ntion, we 

don't have those cumes on our e x h i b i t p r o v i d e d . 

They were l e f t o f f . 

A. W e l l , t h i s w e l l produced 30,000 b a r r e l s 

of o i l , and i t ' s abandoned, t h a t would be i t s 

u l t i m a t e r e c o v e r y . We move from w e l l Number 8-C on 

the southwest. You've got w e l l Number 5 on the west 

s i d e of S e c t i o n 17. This w e l l i s completed lower 

down than t h e Wolfcamp. We expect i t t o accumulate 

some 237,000 b a r r e l s of o i l . I t ' s a l r e a d y produced 

213,000 b a r r e l s of o i l . You move west from w e l l 

Number 5 t o w e l l Number l-H here on the east s i d e of 
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S e c t i o n 18. I n c i d e n t a l l y , t h a t i s a d i r e c t 40-acre 

o f f s e t . You see w e l l Number l-H i s completed a g a i n , 

lower down i n the Wolfcamp but not t h e same i n t e r v a l 

as w e l l Number 5. We expect i t t o accumulate 

168,000 b a r r e l s of o i l . I t ' s a l r e a d y produced 

something l i k e 140,000 b a r r e l s of o i l out of t h e 

Wolfcamp. 

We move west from t h a t w e l l t o w e l l 

Number 18-F and S e c t i o n 18. This w e l l i s a f a i r l y 

new w e l l . I t i s completed i n the lower most l i m e 

encountered i n the Wolfcamp. We expect i t t o 

accumulate a t l e a s t 146,000 b a r r e l s of o i l . I t ' s 

a l r e a d y produced some 70,000 b a r r e l s of o i l . Again, 

i t ' s a f a i r l y new producer. I t ' s s t i l l making 

b e t t e r t h a n 100 b a r r e l s a day as w e l l as number 

18-F. The f a r western w e l l , a g a i n , I'm fuz z y on t h e 

number, Number 24, I b e l i e v e , has completed i n t h e 

uppermost. You n o t i c e i t ' s a 40-acre d i r e c t o f f s e t 

t o 18-F. I t was d r y i n a l l of the Lower Wolfcamp 

members, or lower members of t h i s Wolfcamp as 

completed i n the ve r y uppermost l i m e . I t 

p o t e n t i a l e d f o r about 50 b a r r e l s of o i l and 400 

b a r r e l s of water a day, j u s t r e c e n t l y w i t h i n , I ' d 

say, t h e l a s t month. 

COMMISSIONER LAMAY: That would be cum or 
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e s t i m a t e d t o t a l ? 

A. No. Cum or e s t i m a t e d t o t a l . I f I was t o 

e s t i m a t e something based on what I see over t h e r e s t 

of t h e f i e l d maybe, 20,000 b a r r e l s out of t h i s w e l l . 

Q. (By Mr. K e l l a h i n ) What's t he p o i n t of 

comparison to? 

A. Again, the p o i n t of t h i s cross s e c t i o n 

a d d r e s s i n g Commissioner Lamay's concern about t h e 

v a r i a n c e and what these i n d i v i d u a l pays l o o k l i k e , 

as you move across t h e f i e l d , t hey v a r y i n 

t h i c k n e s s . They o b v i o u s l y v a r y i n a e r i a l e x t e n t , 

and t h e y v a r y i n q u a l i t y of pay w i t h i n t h e l i m e once 

i t ' s e ncountered. You can encounter t h e l i m e , but 

not have t h e p o r o s i t y p r e s e n t i n o r d e r t o make a 

commercial w e l l . 

For t h i s reason t h e assumption v o l u m e t r i c 

parameters, or parameters needed f o r v o l u m e t r i c 

c a l c u l a t i o n s l i k e a e r i a l e x t e n t , pay t h i c k n e s s , 

p o r o s i t y , water s a t u r a t i o n , you have t o assume t h e n 

u n i f o r m over a c e r t a i n area. I n Santa Fe's case, 

t h e y ' r e a p p l y i n g them over a t l e a s t an 80-acre area 

around these w e l l s , and i t ' s j u s t not happening i n 

t h i s f i e l d . Your o n l y t o o l l e f t t o you i n t h a t case 

i s d e c l i n e curve a n a l y s i s and p r o d u c t i o n h i s t o r i e s 

on t h e w e l l s i n t h e f i e l d , and t h a t ' s what I r e l y 
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on. 

Q. L e t ' s t u r n now t o t h e n e x t d i s p l a y , 

Mr. Huck. 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 f o r 

us . 

A. E x h i b i t number -- you have i t as 17 o r 

18? 

Q. I have i t as 18 i n my book, and l e t ' s 

s t o p f o r a moment. 

COMMISSIONER LAMAY: I t ' s page one i n t h i s 

b l a c k book. 

Q. (By Mr. K e l l a h i n ) I t h i n k b l a c k book i s 

i d e n t i f i e d e i t h e r as E x h i b i t 17 o r 18. 

A. The b l a c k book. 

Q. And i n t h e b l a c k book we have numbered 

each o f t h e d i s p l a y s as a page number. My copy says 

E x h i b i t 18, so l e t ' s use t h a t f o r t h e moment and we 

can s o l v e i t l a t e r . T h e r e , i n f a c t , may n o t be an 

e x h i b i t 17. 

COMMISSIONER LAMAY: T h i s one says 18. 

Q. (By Mr. K e l l a h i n ) Okay. L e t ' s s t a r t 

w i t h page one o f E x h i b i t 18. 

A. And t h i s map w o u l d be t h e f i r s t page i n 

t h e b l a c k book. 

Q. A l l r i g h t , s i r . 

A. What I have mapped h e r e i s t h e -- t h i s 
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map shows south and n o r t h end of the South C o r b i n 

f i e l d next t o each -- the Wolfcamp c o m p l e t i o n s are 

shown and c i r c l e d i n y e l l o w next t o each one; 

t h e r e ' s an upper r i g h t . There's a number. This 

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

p a r t i c u l a r w e l l from d e c l i n e curve a n a l y s i s . This 

i s expressed i n thousands of b a r r e l s . For i n s t a n c e , 

w e l l Number 11 i n the south end of S e c t i o n 8 here 

has an 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 of 257,000 

b a r r e l s of o i l . Immediately below t h a t EUR number i s 

a b l u e number. This one i s t h a t w e l l ' s 1990 average 

water p r o d u c t i o n expressed as a p e r c e n t . 

For i n s t a n c e , w e l l Number 11 had a 

5 p e r c e n t water c u t i n 1990. I went t h r o u g h and 

p l o t t e d d e c l i n e curves on each w e l l i n t he f i e l d and 

based on the concurve a n a l y s i s , o b t a i n e d an 

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 o r each w e l l i n t he 

f i e l d and posted these on the map and co n t o u r e d them 

i n 5 0 , 0 0 0 - b a r r e l i n t e r v a l s , and i n or d e r t o b e t t e r 

e s t i m a t e when and where the re s e r v e s are o c c u r r i n g 

i n t h e South C o r b i n Wolfcamp. We haven't r e a l l y 

e s t a b l i s h e d w i t h t h e d e p o s i t i o n and l o o k i n g a t t h e 

geology o t h e r than over gross l i m e t h i c k n e s s , we 

hadn't r e a l l y e s t a b l i s h e d any c o r r e l a t i o n between 

p r o d u c t i o n and r e s e r v o i r r o c k . 
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A f t e r c o n t o u r i n g these cumes or e s t i m a t e d 

o i l r e c o v e r i e s , I found t h a t you have d e f i n i t e areas 

of h i g h p r o d u c t i o n and h i g h o i l a ccumulations i n the 

f i e l d . There's b a s i c a l l y f o u r areas on t h i s end of 

th e f i e l d t h a t are t y p i f i e d by the v e r y good w e l l 

w i t h r e s e r v e s on the o r d e r of a q u a r t e r of a m i l l i o n 

b a r r e l s , t h e n as you moved away from i t , you r a p i d l y 

d i g r e s s down t o w e l l s w i t h EUR's of 50 t o 70,000 

b a r r e l s , and then f u r t h e r down t o w e l l s w i t h 20,000 

b a r r e l s and l e s s i n u l t i m a t e r e c o v e r y . 

The o t h e r t h i n g I n o t i c e d , and once I 

p l o t t e d t h e s e , or once I got these o i l a c c u m u l a t i o n s 

i d e n t i f i e d , i s t h a t i t was an occurrence of water i n 

the f i e l d , s i g n i f i c a n t occurrence of water i n the 

f i e l d . On an o v e r a l l b a s i s i t happened t o occur on 

th e south s i d e of these pods as t h e y l a i d i n t h e r e . 

I might add, going back t o t h e pods 

themselves, t h e y d i d -- e s p e c i a l l y on the south s i d e 

here where we had t o c o n t r o l -- they d i d conform t o 

t h e n o r t h / s o u t h a x i s of our d e p o s i t i o n a l t h i c k on 

our i s o p a c h . There's some d i s p l a y i n g , a g a i n , on t h e 

isopach here on the south end and a l s o subsequent 

l e n g t h e n i n g i n the shape of t h i s p r o d u c t i o n pod, but 

f o r t h e c e n t e r of the a x i s and the c e n t e r of these 

pods, t h e y o v e r l a y f a i r l y a c c u r a t e l y . These pods 
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seem t o be bounded on t h e n o r t h s i d e by t h e absence 

o f p o r o s i t y w i t h i n t h e s e l i m e b l o c k s , e i t h e r t h e 

b l o c k i t s e l f n o t h a v i n g any p o r o s i t y o r t h i s b a s i n a l 

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

o u t . 

On t h e s o u t h s i d e o r down-dip s i d e o f 

t h e s e p o d s , you have a c o m b i n a t i o n o f e i t h e r t h e 

absence o f p o r o s i t y o r t h e p r e s e n c e o f w a t e r . I 

t h i n k t h a t matches t h e s e shapes and make them appear 

t h e way t h e y do once you've done y o u r mapping. The 

e x t r a p r e s e n c e o f w a t e r does l i m i t you on t h e s o u t h 

s i d e . 

Q. B e f o r e we l e a v e t h i s d i s p l a y , Mr. Huck, 

l e t me ask you some b a c k g r o u n d q u e s t i o n s , and t h e n 

some s p e c i f i c s a b o u t Mr. Morrow's f i n d i n g i n t h e 

e x a m i n e r o r d e r on a p r e f e r e n c e f o r t h e Santa Fe 

l o c a t i o n because i t m a i n t a i n e d t h i s 8 0 - a c r e d i a g o n a l 

p a t t e r n . Have you r e v i e w e d t h e r u l e s f o r t h e S o u t h 

C o r b i n Wolfcamp p o o l ? 

A. Yes, s i r , I have. 

Q. Do you f i n d any r e s t r i c t i o n w i t h i n t h e 

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

n o r t h 4 0 - a c r e t r a c t on t h e H a n l e y p r o p e r t i e s ? 

A. No, s i r , I have n o t . As a m a t t e r o f 

f a c t , i n t h e p a s t h i s t o r y o f t h e p o o l t h e r e a r e 
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numerous i n s t a n c e s where w e l l s have been d r i l l e d 

e f f e c t i v e l y as d i r e c t 40-acre o f f s e t s w i t h o u t 

s p e c i a l h e a r i n g . Pool r u l e s s t i p u l a t e o n l y t h a t a 

w e l l has t o be 150 f e e t from t h e c e n t e r of a q u a r t e r 

q u a r t e r s e c t i o n . I t doesn't s p e c i f y which q u a r t e r 

q u a r t e r s e c t i o n i t has t o be i n , but i f you n o t i c e 

i n t h e south of the one t h a t p r o b a b l y gets t h e most 

a t t e n t i o n here i s i n the west h a l f of S e c t i o n 17 and 

east h a l f of S e c t i o n 18. 

You have t h r e e w e l l s t h e r e t h a t are 

e s s e n t i a l l y 40-acre o f f s e t s t o each o t h e r , and, 

a g a i n , over here i n the west h a l f of S e c t i o n 18 

you've got two w e l l s t h a t are 40-acre o f f s e t s . Two 

more i n d u s t r y l o c a t i o n s , and t h a t ' s employed by 

M e r i d i a n , t h a t would be i n 40-acre o f f s e t s t o those 

w e l i s . 

Over here i n the southwest c o r n e r of 

S e c t i o n 16 you get t h r e e w e l l s t h a t are e s s e n t i a l l y 

40-acre o f f s e t s . You move down i n t o S e c t i o n 2 1 , 

you've got t h r e e w e l l s l i n e d up i n a row. 

N o r t h / s o u t h , a g a i n ; t h e y ' r e e f f e c t i v e l y 40-acre 

o f f s e t s . Keep i n mind each w e l l has i t s a l l o t e d 

80-acre assigned t o i t , b ut i t s p o s i t i o n r e l a t i v e t o 

the w e l l s around i t i s s t i l l an e f f e c t i v e 40-acre 

o f f s e t . 
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Q. Have you a l s o examined t h e examiner 

t r a n s c r i p t s and rec o r d s t h a t were made w i t h r e g a r d 

t o t h e spacing cases t h a t e s t a b l i s h t h e spac i n g f o r 

the South C o r b i n Wolfcamp pool? 

A. Yes, s i r , I have. 

Q. Did you look f o r e n g i n e e r i n g 

c a l c u l a t i o n s and i n f o r m a t i o n c o n c e r n i n g what was 

r e p o r t e d a t t h a t time on dra i n a g e areas or r e c o v e r y 

numbers ? 

A. Yes, s i r , I d i d . 

Q. How d i d t h a t a s s i s t you i n i n f o r m i n g 

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

hydrocarbons a t the v a r i o u s l o c a t i o n s w i t h i n t h i s 

spacing? 

A. B a s i c a l l y , the t r a n s c r i p t s of those 

h e a r i n g s -- f o r a l i t t l e background -- Southland 

a p p l i e d f o r 80-acre s p e c i a l p o o l r u l e s i n t h i s f i e l d 

back i n 1976 a f t e r d r i l l i n g t h e i r West Cor b i n Number 

5-E, and t h e i r Huber 17 Number 1-M. They argued 

t h a t t h e y had 300 pounds l e s s bottom h o l e p r e s s u r e 

i n t h i s w e l l , and t h e r e f o r e i t was be i n g d r a i n e d by 

the Number 5-E, and, t h e r e f o r e , 80-acre p r o r a t i o n 

u n i t s ought t o be assigned f o r t h e f i e l d . They a l s o 

pleaded t h a t t h e y had lease e x p l o r a t i o n s t h a t was 

goi n g t o r e q u i r e them t o d r i l l w e l l s t h e y d i d n ' t 
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f e e l l i k e d r i l l i n g . 

The r e s u l t of t h a t h e a r i n g was t h a t t h e 

examiner recommended, and the commission d e n i e d , t h e 

a p p l i c a t i o n based upon t h e f a c t t h a t t h e r e was 

a l r e a d y a 40-acre o f f s e t here between t h e l-H and 

the 5-E, and the l-H has been t h e r e f o r some 15 

y e a r s , 12 t o 15 ye a r s . The 5-E came i n beside i n 

p o t e n t i a l f l o w and t o p v i a b l e w i t h o r i g i n a l 

r e s e r v o i r p r e s s u r e . The r e s u l t i n g — t he c o n c l u s i o n 

b e i n g drawn t h a t t h e r e was no i n t e r f e r e n c e between 

40-acre o f f s e t . The f u l l - c o m m i s s i o n commission De 

Novo h e a r i n g , t h e f i e l d r u l e s were g r a n t e d b a s i c a l l y 

based on t h e same argument. They were g r a n t e d and 

made temporary w i t h the s t i p u l a t i o n t h e y ' d be 

reviewed i n 18 months. 

Q. Have you as a r e s e r v o i r engineer looked 

a t t h e performance of those w e l l s and c o n s t r u c t e d 

d e c l i n e curves f o r those w e l l s ? 

A. Yes, s i r , I have. 

Q. Okay. Let's go t o t a l k about t h e 

d e c l i n e curve i s s u e , i f don't you mind. I t ' s i n 

your e x h i b i t book, I b e l i e v e . Let's go -- b e f o r e we 

h i t t h e d e c l i n e c u r v e s , l e t ' s t a l k about t h e 

e s t i m a t e f o r o i l r e c o v e r y on the spacing u n i t s . 

A. I n t h e i r case number 8822 reopened, 
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M e r i d i a n defended t h e i r 80-acre l o c a t i o n s i n 1977 by 

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

S e c t i o n 17 t h a t were then d r i l l e d , and u s i n g 

v o l u m e t r i c s and l o g c a l c u l a t i o n s t h e y backed out a 

d r a i n a g e . 

I f you w i l l go t o page 27 i n the b l a c k 

book, a g a i n , M e r i d i a n , i n t h e i r t e s t i m o n y , took t h i s 

w e l l , t h e West Cor b i n Number l-H, West C o r b i n Number 

5-E, West C o r b i n Number 8-C, Huber 17 #1 and #2, and 

then t h e S t a t e 16 #1, which was b i l l e d over here i n 

S e c t i o n 16. 

They took e s t i m a t e d u l t i m a t e r e c o v e r i e s 

based on data t h a t t h e y had i n 1977 and l i s t e d 

them. Y o u ' l l see t h a t i n the t h i r d column t h e r e , 

M e r i d i a n t e s t i m o n y , 10 of '87. T h e i r e s t i m a t e d 

u l t i m a t e d r e c o v e r y from d e c l i n e curves f o r each 

w e l l . They took v o l u m e t r i c c a l c u l a t i o n s from t h e i r 

l o g a n a l y s i s and backed out a dra i n a g e area f o r each 

of these w e l l s . That's expressed i n the f o u r t h 

column. Y o u ' l l see i t more or l e s s approximates 80 

a c r e s , and t h e i r r e c o v e r i e s more or l e s s approximate 

or average out t o 100,000 b a r r e l s . Based on t h i s 

t e s t i m o n y , t h e commission made the f i e l d r u l e s 

permanent. 

W e l l , s i n c e t h a t t i m e , t h a t f o u r - y e a r 
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i n t e r i m , we've g o t t e n a l o t more p r o d u c t i o n data i n 

on those p a r t i c u l a r w e l l s . Now I've updated 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 i e s and showed t h a t i n 

column number f i v e , and then s i n c e t h e v o l u m e t r i c s 

won't change t h e parameter t h a t you use, y o u ' l l pay 

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

not change. 

You can back out a r e v i s e d d r a i n a g e area 

f o r these w e l l s , and what you see i s the one 

e x c e p t i o n of the S t a t e 16 #1 over here. The r e s t of 

these w e l l s produced s u b s t a n t i a l l y l e s s o i l than 

what was o r i g i n a l l y p r e d i c t e d f o r them, and t h e i r 

a c t u a l d r a i n a g e area i s much c l o s e r t o 40-acres, 

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

c e n t e r of the s e c t i o n . Those w e l l s have d r a i n a g e 

areas of 24 a c r e s , 38 acres and 54 acres 

r e s p e c t i v e l y . The two w e l l s t h a t happen t o now 

approach 80 acres i n t h e i r d r a i n a g e area are t h e 5-E 

and t h e l-H of the w e l l s t h a t are d i r e c t 40-acre 

o f f s e t s . 

The c o n c l u s i o n s drawn from each w e l l i n 

the f i e l d seemed t o produce t h i s p a r t i c u l a r share of 

the r e s e r v e s r e g a r d l e s s of how c l o s e l y or how 

dense l y t h e w e l l s are p o p u l a t e d around i t . There's 

p r o b a b l y , you know, re s e r v e s t h a t were o r i g i n a l l y 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

112 

assumed t o be d r a i n e d by these w e l l s p r o b a b l y s t i l l 

out t h e r e , b u t t h i s i s c o n s i s t e n t w i t h t h e 

d e p o s i t i o n a l model you see on the f a r s i d e of the 

room. These r e s e r v o i r s are s m a l l . There's a bunch 

of them. You know every w e l l encounters some of 

them, b u t t h e y ' r e not n e c e s s a r i l y connected. Any 

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

s h o r t area w i t h i n t h e f i e l d . There's v e r y , v e r y few 

i n s t a n c e s where you can see i n t e r f e r e n c e between 

w e l l s even on the 40 acres b e i n g o f f s e t l i k e t h i s , 

and t h i s . 

I a l s o n o t i c e d on p l o t t i n g up t he d e c l i n e 

c u r v e s , and p l o t t i n g up water p r o d u c t i o n s , a c l e a r 

w a t e r , c l e a r concern or evidence of water p r o d u c t i o n 

b e i n g a problem f o r d i f f e r e n t w e l l s i n the f i e l d . 

You see aga i n on the map t h a t I've put the water c u t 

produced i n 1990 by these v a r i o u s w e l l s . I've 

c o l o r e d those dots b l u e i n r e l a t i o n t o t h a t water 

c u t j u s t as a v i s u a l a i d . What you see on the south 

s i d e or down t h i s s i d e of these pods, a p r i o r 

i n s t a n c e o v e r a l l of water c u r r e n t s and water b e i n g a 

problem. I f you can --

Q. Le t ' s take a moment and l e t me ask you 

based upon your r e - e x a m i n a t i o n of the performance of 

some of these e a r l y w e l l s i n the f i e l d , what 
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c o n c l u s i o n can you reach about t h e g r a n t i n g of 

Hanley's r e q u e s t f o r a nonstandard p r o r a t i o n 

c o n s i s t i n g of t h e 40-acre t r a c t rezoned by Hanley? 

A. My c o n c l u s i o n s are t h a t i t would 

a c t u a l l y r e c o v e r more o i l than t h e w e l l on t he south 

end. I a l s o conclude t h a t i t w i l l not promote any 

k i n d of waste, and t h a t i t w i l l be r e c o v e r i n g 

r e s e r v e s t h a t might not be recovered by any of t h e 

o f f s e t w e l l s . I f t h e r e i s any i n t e r f e r e n c e , i t w i l l 

a t l e a s t be competing on equal f o o t a g e w i t h t h e 

w e l l s t h a t are hugging i t s lease l i n e on t he n o r t h 

end . 

Q. Let' s go t o the d e c l i n e curves and have 

you c i t e f o r us s p e c i f i c i n s t a n c e s t h a t have 

c o n f i r m e d f o r you. 

A. Okay. 

Q. I'm going t o go t o t h a t water q u e s t i o n 

on your d e c l i n e c u r v e s . Can you show me some 

examples on t h e d e c l i n e curves? 

A. W e l l , t h e most ob v i o u s , i f y o u ' l l t u r n 

t o pages s i x and seven of the b l a c k book -- the way 

you see on page s i x i s the M e r i d i a n S t a t e 16 #2-N. 

That would be i n the south end of S e c t i o n 16 on the 

south s i d e -- down d i p s i d e of t h a t l o b e . T h i s w e l l 

was p o t e n t i a l e d i n 1988 f l o w i n g 344 b a r r e l s of o i l a 
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day. I t was water f r e e . The water c u t i n c r e a s e d 

d r a m a t i c a l l y s t a r t i n g about i n l a t e '88, e a r l y p a r t 

of '89, and c o r r e s p o n d i n g l y the o i l r a t e dropped o f f 

d r a m a t i c a l l y . Dropped i n h a l f and then dropped even 

f u r t h e r . The water c u t from t h e r e was about 20 

p e r c e n t t o 75 p e r c e n t t h e r e i n s i x months, and now 

the w e l l s make some 35, or l e s s than 35 b a r r e l s of 

o i l a day. 

A p p a r e n t l y t h e r e was an a t t e m p t t o shut 

the water o f f i n l a t e 1990. They l o s t a l i t t l e b i t 

of o i l p r o d u c t i o n as w e l l as some of the water 

p r o d u c t i o n . But i t was a d e f i n i t e example or 

evidence of water encroachment or nearness t o a 

water l a k e w i t h i n one of these p r o d u c i n g pods. 

Water d r i v e i s not a p r i m a r y d r i v e mechanism i n t h i s 

f i e l d , b u t water i s p r e s e n t i n these i s o l a t e d 

r e s e r v o i r s , and i f you're down d i p , y o u ' l l be nearer 

t o t h e w a t e r . I f you can t u r n t o page seven -- t h i s 

i s t h e West C o r b i n Federal Number 5-E. I t ' s t h e 

w e l l on the west s i d e of S e c t i o n 17 t h a t ' s g o ing t o 

produce some 230,000 b a r r e l s of o i l . 

T his w e l l was completed i n 1985 f l o w i n g 

380 b a r r e l s of o i l and 155 b a r r e l s of water a day. 

That water s o r t of d r i e d up and i t rocked along 

p r o d u c i n g about a 10 p e r c e n t water c u t f o r about 
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e i g h t months i n 1986. The water c u t i n c r e a s e d t o 30 

p e r c e n t and t h e o i l r a t e dropped from 300 b a r r e l s a 

day down t o 100 b a r r e l s a day. I t h i n k a t t h a t t i m e 

t h e w e l l had t o be put on a pump and i t produced 30 

t o 35 p e r c e n t water c u t f o r another two y e a r s , and 

now i t produces about a 50 p e r c e n t water c u t . Again, 

you know, t h e w e l l was f l o w i n g t o p v i a b l e o i l u n t i l 

t h e water h i t , and I t h i n k d e f i n i t e l y when you move 

down d i p , you i n c r e a s e the i n s t a n c e of t h i s water or 

r i s k of e n c o u n t e r i n g i t , and i t can be a s i g n i f i c a n t 

problem w i t h p r o d u c t i o n of these w e l l s . 

Q. Without s p e c i f i c a l l y d i s c u s s i n g them i n 

d e t a i l , show us the page number f o r a l l those 

d e c l i n e curves t h a t i n your o p i n i o n r e p r e s e n t a 

water problem i n t h a t w e l l . 

A. S t a r t i n g w i t h page f i v e , t h e d e c l i n e 

curve runs t h r o u g h page 23. Y o u ' l l see s i g n i f i c a n t 

water p r o d u c t i o n on 14 of those 18 pages. I t ' s 

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

b l a c k . The dash l i n e r e p r e s e n t s the p r o j e c t e d 

f u t u r e o i l stream t h a t those EURs came from. 

Q. L e t ' s t a l k about u l t i m a t e r e c o v e r i e s . 

At t h e examiner h e a r i n g , Santa Fe's e n g i n e e r , 

Mr. O f f e n b e r g e r , was u s i n g a p p r o x i m a t e l y 100,000 

b a r r e l s of o i l per 80-acre spacing u n i t . Have you 
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examined whether or not t h a t i s a r e l i a b l e , 

r e a l i s t i c assumption f o r a r e c o v e r y per w e l l i n t h i s 

p a r t i c u l a r pool? 

A. T o t a l i n g up a l l t h e EURs f o r a l l t h e 

w e l l s i n t h e p o o l , you get a f i e l d w i d 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 of some 3.2 m i l l i o n b a r r e l s f o r 

the South C o r b i n Wolfcamp. 

Q. Let ' s go t o --

A. Turn t o the f i e l d map. 

Q. Let' s go back t o the f i e l d map and i f 

y o u ' l l l o o k i n your e x h i b i t book, E x h i b i t 18 page 2. 

Let ' s go t h r o u g h some of the p r o j e c t i o n s on 

r e s e r v e s . 

A. Okay. Again, t h e f i e l d EUR I e s t i m a t e 

t o be 3.2 m i l l i o n b a r r e l s . I've done a t e c h n i c a l 

summary of a l l t h e w e l l s i n the f i e l d , and the 

occurrence of each r e s e r v e c a t e g o r y . I f you f l i p 

over t o page 2 y o u ' l l see a h i s t o g r a m of the 

occurence of each r e s e r v e c a t e g o r y f o r t h e w e l l s 

t h a t you d r i l l e d i n the f i e l d . There are no 

d e f i n i t e , t y p i c a l w e l l s i n the f i e l d . 

Santa Fe's t e s t i f i e d t h a t 100,000 b a r r e l s 

of o i l per 80-acre w e l l would be t y p i c a l . The o n l y 

t h i n g t h a t l o o k s l i k e t h e r e i s a m a j o r i t y of are 

these w e l l s t h a t produce l e s s than 50,000 b a r r e l s . 
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I n f a c t , i f you take out the f o u r h i g h e s t w e l l s i n 

the f i e l d , t h e f o u r w e l l s w i t h r o u g h l y a q u a r t e r of 

a m i l l i o n b a r r e l s of r e s e r v e s , you're l e f t w i t h 2.2 

m i l l i o n b a r r e l s t o s c a t t e r between 34 w e l l s . That 

averages out t o about 60,000 b a r r e l s per w e l l i n 

m a r g i n a l economics f o r the m a j o r i t y of the w e l l s i n 

the f i e l d , b ut even more t o me, s t a t e s t h e n e c e s s i t y 

f o r hugging up t o the sweet pods p r o d u c t i o n when you 

f i n d --

Q. I f we m a i n t a i n t h i s h y p o t h e t i c a l 80-acre 

d i a g o n a l spacing and assume a 100,000 b a r r e l s of o i l 

r e c o v e r e d f o r each of these w e l l s i n the p o o l , are 

we g o i n g t o be e f f e c t i v e l y and e f f i c i e n t l y 

r e c o v e r i n g t h e maximum volume of o i l f o r t h e 

Wolfcamp? 

A. No, s i r , you w i l l n o t . F i r s t of a l l , 

from t h e h i s t o g r a m i t ' s , a g a i n , Santa Fe would have 

you b e l i e v e t h a t 100,000 b a r r e l s would be r e c o v e r e d 

by every w e l l on 80-acre s p a c i n g . This r e d l i n e 

r e p r e s e n t s a p p r o x i m a t i o n of what t h a t would l o o k 

l i k e on t h e s t a t i s t i c a l average. I t ' s j u s t not 

happening. There's not even a c l u s t e r of w e l l s 

around t h i s r e s e r v e area. These w e l l s produce f o r 

the most p a r t a n u m e r i c a l average much l e s s t h an 

100,000 b a r r e l s and d r a i n much l e s s t h an 80 ac r e s . 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

118 

Q. Let ' s l o o k a t the next d i s p l a y and t a l k 

about t h e t a b u l a t i o n of the --

A. This i s b a s i c a l l y a n u m e r i c a l t a b u l a t i o n 

of t h e same data t h a t ' s on the h i s t o g r a m showing 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 and 10,000-barre1 

c a t e g o r y , t h e number of oc c u r r e n c e s , t h e percentage 

of f requency percentage of t h a t o c c u r r e n c e , 

c u m u l a t i v e , and then c u m u l a t i v e frequency going from 

zero t o 100 p e r c e n t . You can lo o k a t the summary a t 

the bottom and see i f you need a 100,000 b a r r e l s of 

o i l , which Santa Fe has d e f i n e d as the break-over 

p o i n t f o r an economic w e l l out here, and I p r e t t y 

much agree w i t h t h a t number. Your chance of g e t t i n g 

t h a t are 30 p r e c e n t no m a t t e r where you d r i l l i n 

t h i s f i e l d . 

I f you lo o k a t the f i g u r e of 100,000 

b a r r e l s of o i l , up here on the percentage of 

fr e q u e n c y , y o u ' l l see about 13 p e r c e n t of t h e w e l l s 

around t h e r e might produce t h a t amount. While up 

here i n t h e l e s s than 30,000 or l e s s than 40,000 

range, t h a t amount which would be r e q u i r e d t o pay 

out a w e l l , you've got an ac c u m u l a t i o n of some 40 

p e r c e n t of t h e w e l l s t h a t are d r i l l e d out t h e r e on 

these 80-acre spacing are not ever g o i n g t o pay o u t . 

So d r i l l i n g on 80's does not n e c e s s a r i l y assure you 
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of an economical w e l l i n t h i s f i e l d . 

Q. Okay. T u r n i n g t o page f o u r of the 

e x h i b i t book , i d e n t i f y , of course, what you've 

summarized on t h a t page. 

A. Page f o u r i s the summary of t h e d e c l i n e 

curves and t h e o v e r a l l data and c o n c l u s i o n s t h a t 

I've drawn from them. Most of these w e l l s w i l l 

e x h i b i t a steep i n i t i a l d e c l i n e w i t h i n t h e f i r s t 

year somewhere on the or d e r of 60 p e r c e n t . They 

seem t o f l a t t e n out a f t e r 12 t o 18 months t o about a 

23 p e r c e n t d e c l i n e over the r e s t of t he 12-year 

l i f e . 

As I s t a t e d e a r l i e r , of t he 18 w e l l s 

shown here w i t h enough data t o e s t a b l i s h a d e c l i n e , 

14 show a c e r t a i n amount of wa t e r , anywhere from a 

t r a c e up t o 85 p e r c e n t . There are w e l l s i n t h e f i e l d 

t h a t cease p r o d u c t i o n due t o the amount of water 

t h a t t h e y produce. Again, c l e a r l y t h e r e ' s a water 

presence near some of these w e l l s and l o g i c a l l y , i f 

you can s t a y up d i p w i t h i n a p r o d u c i n g pod or w i t h i n 

a l i m e member, your chances of p r o d u c i n g water f r e e 

are g r e a t l y i n c r e a s e d . 

Q. Based upon t h i s d a t a , Mr. Huck, how d i d 

you d e t e r m i n e t h e amount of re s e r v e s a v a i l a b l e f o r 

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

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

120 

Hanley l o c a t i o n and a t the a l t e r n a t i v e a t t h e Santa 

Fe l o c a t i o n ? 

A. Turn back t o the f i e l d map. A f t e r 

c o n t o u r i n g i n these EURs, a g a i n , on 50,000-barre1 

i n t e r v a l s , you see a c e r t a i n s i z e and a c e r t a i n 

shape t o these pods as they occur. Most of them w i t h 

t h e e x c e p t i o n down here on the south end, t h e r e ' s 

w e l l s c l o s e enough t h a t you can see an east/west 

e l o n g a t i o n and a l i t t l e b i t of agreement i n r e s e r v e s 

encountered as you move east away from t h i s sweet as 

wei 1 . 

I've mapped the s i z e of t h i s pod on the 

n o r t h end r o u g h l y t o match t h e s i z e and shape of the 

pods on the south end. I t ' s separated from t h i s pod 

on t h e south end of S e c t i o n 8 of the West Corbin 

Number 26 d r i l l e d here. We've been cha s i n g t h i s 

w e l l f o r a couple of weeks t r y i n g t o get datum on 

t h i s . We know t h a t i t ' s completed pumping some 90 

b a r r e l s of o i l a day m a r g i n a l by the standards f o r 

which these o t h e r w e l l s i n the f i e l d are completed. 

Q. What's the name of t h a t w e l l again? 

A. M e r i d i a n or Southland West C o r b i n 

F e d e r a l Number 26. 

Q. Number 26 w e l l ? 

A. Yes. 
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Q. Let me ask you some q u e s t i o n s about t h a t 

w e l l . I n your o p i n i o n as an en g i n e e r , i s i t 

necessary t o l o c a t e the Santa Fe -- the w e l l as 

Santa Fe proposes i t -- i n the south 40 i n o r d e r t o 

a v o i d any c o m p e t i t i o n t h a t t h a t w e l l 26 would pose 

t o t h e south 40-acre spacing u n i t reserves? Are you 

at r i s k ? 

A. I n my o p i n i o n you're not a t r i s k i n 

dr a i n a g e from t h a t w e l l . Again, i f you lo o k a t 80 

acre -- or moving d i a g o n a l l y on these pods -- i f you 

move t o an 80-acre d i a g o n a l l o c a t i o n , you see a 

g r e a t r e d u c t i o n i n the number of re s e r v e s t h a t are 

accumulated on one of these pods. I t drops o f f 

d r a m a t i c a l l y . The v o l u m e t r i c as compared down here 

on t h e south end show r o u g h l y a 40-acre d r a i n a g e . 

T h i s w e l l b e i n g completed and pumping 90 b a r r e l s of 

o i l from what we c o n s i d e r t o be the e n t i r e Wolfcamp 

i n t e r v a l , they've opened every zone a v a i l a b l e t o 

them. I t ' s going t o be a m a r g i n a l w e l l a t b e s t , and 

I don't b e l i e v e t h e r e w i l l be any i n t e r f e r e n c e t o 

the n o r t h . 

Q. Well i n terms of c o m p e t i t i o n f o r 

r e s e r v e s , t h e w e l l s competing w i t h each o t h e r w i l l 

s i m p l y respond t o the d i s t a n c e between w e l l s and are 

not g o i n g t o r e c o g n i z e whether the o f f s e t i s 
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d i a g o n a l or d i r e c t ? 

A. That's c o r r e c t . T h e y ' l l respond i f 

t h e r e ' s an e x t e n s i o n of the pay between them. We 

haven't seen a n y t h i n g over about a q u a r t e r of a m i l e 

t h a t we'd c a l l any form of i n t e r f e r e n c e i n t h i s 

f i e l d . 

Q. Let ' s go back now t o how you have 

assessed t h e r e c o v e r a b l e r e s e r v e s i f t h e w e l l i s 

d r i l l e d a t t h e Hanley l o c a t i o n or i n the a l t e r n a t i v e 

a t t h e Santa Fe l o c a t i o n . 

A. Again, modeling t h i s n o r t h pod a f t e r t h e 

shape and t h e s i z e of the ones t o the s o u t h , we 

t h i n k t h a t due t o the s t r u c t u r a l p o s i t i o n and 

p r o x i m i t y t o t he Kachina 8 #1, t h a t we w i l l have 

r e s e r v e s a t l e a s t a p p r o x i m a t i n g the r e s e r v e s of t h a t 

wei 1 . 

We g i v e t h e i r w e l l a q u a r t e r of a m i l l i o n 

b a r r e l s of o i l as completed i n the f i r s t of a t l e a s t 

t h r e e l i m e members t h a t appeared t o be p r o d u c t i v e i n 

t h a t w e l l . I t has the h i g h e s t p o t e n t i a l of any w e l l 

i n t h e f i e l d . I t ' s a l r e a d y -- s i n c e January t h e 

15th -- produced some 40,000 b a r r e l s of o i l , and 

i t ' s s t i l l f l o w i n g t o p a l l o w a b l e . Again, i t ' s not 

go i n g t o be a t y p i c a l w e l l i n t h i s f i e l d . I t ' s 

go i n g t o be a high-end w e l l , one of these i n t h e 
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q u a r t e r - m i l l i o n - b a r r e l range a t l e a s t . We t h i n k 

b e i n g a d i r e c t o f f s e t t o i t g i v e s us our best 

chance, and g i v e s us a good chance of p r o b a b l y 

maximum r e s e r v e s . 

I f you move t o the south t o Santa Fe's 

approved l o c a t i o n , or the Santa Fe proposed 

l o c a t i o n , you're moving down d i p . You're moving 

away d i s t a n c e wise from t h a t w e l l . We've seen t o 

the south t h a t moving i n t h a t d i r e c t i o n , t h a t amount 

of space moves you out of the r e s e r v e p i c t u r e f o r 

t h a t pod. The o n l y i n s t a n c e s we see where you can 

match those k i n d of r e s e r v e s are t o s t a y as c l o s e as 

p o s s i b l e p r e f e r a b l y i n an east-and-west d i r e c t i o n t o 

t h a t . I've e s t i m a t e d our r e s e r v e s t o approach t h e 

q u a r t e r - m i l l i o n - b a r r e l range. I've e s t i m a t e d t h e 

r e s e r v e s of t h e Santa Fe l o c a t i o n t o be on the o r d e r 

of 130,000 b a r r e l s maximum. 

Q. Does i t change your c o n c l u s i o n s or a l t e r 

your a n a l y s i s t o have i n t e g r a t e d t h e i n f o r m a t i o n on 

the 5-1 w e l l i n t o your i s o p r o d u c t i o n ? 

A. No, s i r , i t doesn't. We've assigned 

125,000 b a r r e l s of o i l t o the 5-1. I t ' s j u s t b a r e l y 

been completed. I t ' s a l r e a d y s t r u c k out i n t h e same 

zone -- t h e b a s a l zone t h a t ' s p r o d u c i n g i n the 

Kachina 8 #1. I t ' s moved up t o a zone t h a t ' s had a 
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good p o t e n t i a l f l o w . Tubing p r e s s u r e seems t o be 

d r o p p i n g . I t ' s l o s t about 100 pounds i n tube 

p r e s s u r e out t h e r e i n a week or two weeks. 

Q. What do you mean " s t r u c k o u t " i n t h e 

zone t h a t ' s comparable t o the 8-1 w e l l ? 

A. They've p e r f o r a t e d t h a t zone. They had 

33 f e e t of l i m e , c l e a n l i m e , v e r y c l e a n l i m e , t h e y 

s t i m u l a t e d i t and swabbed i t d r y , s t i m u l a t e d i t 

a g a i n , swabbed i t d r y , you know, had t r o u b l e pumping 

i n t o i t , b a s i c a l l y even t o s t i m u l a t e i t . We r e f e r 

t o i t as "tombstone." I t ' s so t i g h t i t ' s not g i v i n g 

up a n y t h i n g . 

Back t o the i s s u e of p o r o s i t y occurrence 

here. The d i f f e r e n t p o r o s i t i e s t h a t you can have, 

as Mr. Robbins r e f e r r e d t o i n t h i s f i e l d , i t v a r i e d 

so g r e a t l y . 

You can have m a t r i x p o r o s i t y from these 

l i m e chunks t h a t t h e y develop w h i l e t h e y were up 

t h e r e on t h e s h e l f edge. You can have r u b b l e - t y p e 

p o r o s i t y c r e a t e d by the impact and subsequent 

c r a c k i n g of some of these r o c k s . Maybe you might 

c a l l i t f r a c t u r i n g . You can have v o i d - t y p e p o r o s i t y 

of t h e l e d g e s , rocks f a l l i n g t o g e t h e r , and a c t u a l l y 

those spaces b e i n g p r e s e r v e d . 

I b e l i e v e the Kachina 8 #1, t h a t ' s what 
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t hey've s t i m u l a t e d i n t o . That w e l l ' s swabbed down. 

They a c i d i z e d i t , and i t k i c k e d o f f f l o w , and t h e y 

haven't looked back s i n c e . I t ' s an e x c e l l e n t w e l l , 

but I t h i n k they've s t i m u l a t e d i n t o an area of 

e i t h e r v o i d a l or c r a c k - t y p e p o r o s i t y . 

Q. Mr. O f f e n b e r g e r , a t the examiner h e a r i n g 

f o r Santa Fe, contended t h a t you needed t o keep the 

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

of p r e s s u r e i n t e r f e r e n c e between l o b e s . 

A. Yes, he d i d . 

Q. Do you agree w i t h t h a t c o n c l u s i o n ? 

A. I n essense, no. No, i n the sense t h a t 

t h e r e ' s b a s i c a l l y , f o r the most p a r t , no c o n n e c t i o n 

between w e l l s here, even 40-acre w e l l s . Any 

i n t e r f e r e n c e t h a t might occur i s i n c i d e n t a l j u s t 

because of the w e l l l o c a t i o n s . You get them c l o s e 

enough t o g e t h e r , sooner or l a t e r you're going t o see 

one w e l l p r o d u c i n g out of the same, or b e i n g 

connected up somehow w i t h another w e l l . 

Mr. O f f e n b e r g e r quoted an example some 

f i v e m i l e s over t o the west here i n the Young f i e l d 

where two w e l l s were d r i l l e d 40 acres a p a r t . The 

f i r s t w e l l was completed p r e t t y much to p a l l o w a b l e . 

The second w e l l come i n , a g a i n , a t t o p a l l o w a b l e , 

because i n the bottom hole p r e s s u r e t h a t was about 
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1,100 pounds l e s s . 

What he n e g l e c t e d t o mention, t h e y o f f s e t 

t h a t w e l l a t h i r d t i m e , a g a i n , on 40 a c r e s , and t h a t 

w e l l i s d r y . I t encountered no pay i n the Wolfcamp 

member. I t ' s been recompleted up h o l e somewhere. 

Any i n t e r f e r e n c e you'd get would be i n c i d e n t a l . You 

hope f o r c o n t i n u i t y here, but i t j u s t hasn't 

happened i n t h i s f i e l d t h e way these l i m e b l o c k s 

have been p l a c e d down t h r o u g h t h i s f a i r w a y . I t ' s 

j u s t whatever -- i f i t happens -- a g a i n , i t ' s 

c l e a r l y c o i n c i d e n t a l . You get i n t o a b l o c k or 

member t h a t ' s connected t o another member. 

r e c o v e r y f o r t h e spacing u n i t assuming the v a r i o u s 

l o c a t i o n s , have you completed an economic a n a l y s i s 

t o see what t h e d o l l a r impact i s ? 

Q. Having assigned an e s t i m a t e d u l t i m a t e 

A. Yes, s i r , I have. 

Q. I s t h a t on page 23? 

A . Yes, s i r . I t i s page 23 i n the b l a c k 

book . 

Q. I s t h i s the same p r e s e n t a t i o n you made 

f o r Examiner Morrow? 

A. Yes, i t i s . 

Q. Run t h r o u g h the h i g h l i g h t s f o r me. 

A. B a s i c a l l y comparing a w e l l of Santa Fe's 
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proposed l o c a t i o n t o a w e l l a t Hanley's proposed 

l o c a t i o n , e s t i m a t i n g u l t i m a t e r e c o v e r y a t the Hanley 

l o c a t i o n a t 260,000 b a r r e l s compared t o 130,000 

b a r r e l s a t t h e Santa Fe l o c a t i o n , assuming t h e same 

net i n v e s t m e n t f o r Hanley of $333,000, i t would t a k e 

r o u g h l y t h e same amount of o i l t o pay the w e l l o u t , 

o n l y a w e l l a t the Santa Fe l o c a t i o n would t a k e 

t w i c e as l o n g , e i g h t months as compared t o f o u r . 

The b i g d i f f e r e n c e i s i n the cash f l o w 

and t h e r e s u l t i n g economic p i c t u r e t o Hanley. Pr e t a x 

cash f l o w of a w e l l a t Hanley's l o c a t i o n net 

in v e s t m e n t would amount t o r o u g h l y 1.6 m i l l i o n 

d o l l a r s compared t o $600,000 f o r a w e l l a t t h e Santa 

Fe l o c a t i o n . The net pr e s e n t v a l u e c o r r e s p o n d i n g t o 

those numbers i s 1.2 m i l l i o n d o l l a r s as compared t o 

$450,000 per w e l l a t the Santa Fe l o c a t i o n , and t h e 

d i f f e r e n c e b e i n g , i n und i s c o u n t e d d o l l a r s , about a 

m i l l i o n d o l l a r s . 

L i k e w i s e , Hanley's r o y a l t y owner, t h e 

f e d e r a l government, would -- t h e i r p r e t a x cash f l o w 

from a w e l l a t the Hanley l o c a t i o n -- would amount 

t o some $500,000 compared t o between $222,000 f o r a 

w e l l r e c o v e r i n g t h e re s e r v e s a t the Santa Fe 

l o c a t i o n , a d i f f e r e n c e of about a q u a r t e r of a 

m i l l i o n d o l l a r s . 
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Q. Let me make sure I understand your 

p o i n t . Let me c l a r i f y something w i t h you. Are the 

re s e r v e s shown on 23, are those independent of the 

acreage assigned t o the w e l l ? 

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

Q. Would a w e l l d r i l l e d i n b o t h l o c a t i o n s , 

each one have t h e r e s e r v e assigned you've shown on 

page 23? 

A. Yes, s i r , i t c o u l d . 

Q. So, i f the w e l l i s d r i l l e d on t he Santa 

Fe t r a c t , i t c o u l d be done so a t a p r o f i t ? I t would 

pay f o r i t s w e l l c o s t , won't i t ? 

A. I t would be a good economic v e n t u r e f o r 

whoever d r i l l e d . 

Q. Conversely, another w e l l c o u l d be 

d r i l l e d i n Hanley's 40-acre t r a c t , c o u l d i t n o t , 

w i t h t h i s a n a l y s i s ? 

A. Yes, s i r , and be an e x c e l l e n t economic 

v e n t u r e t o whoever d r i l l e d i t . 

Q. A d o l l a r impact t o Hanley on t h i s net of 

in v e s t m e n t between t h e two l o c a t i o n s i s 

a p p r o x i m a t e l y a m i l l i o n d o l l a r s , i s i t not? 

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

Q. Did I read t h a t d i s p l a y r i g h t ? 

A. That's c o r r e c t . 
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Q. Turn t o page 24 and i d e n t i f y and 

d e s c r i b e what t h a t i s . 

A. Page 24 i s s i m p l y a h y p o t h e t i c a l d e c l i n e 

curve t h a t was used, or I used, t o o b t a i n t h e 

re s e r v e s t h a t we've mentioned i n the p r e v i o u s 

e x h i b i t . T h i s d e c l i n e curve was modeled a f t e r those 

t h a t I saw on t h e w e l l s i n the f i e l d . The good 

w e l l s , p r o d u c i n g a q u a r t e r of a m i l l i o n b a r r e l s , 

match p r e t t y much w i t h the upper cu r v e . The mediocre 

w e l l s , or l e s s p r o d u c t i v e w e l l s , produce a t 130,000 

b a r r e l s of o i l , match up p r e t t y w e l l w i t h t h e lower 

c u r v e . 

Q. Let' s touch on two o t h e r t o p i c s and then 

w e ' l l c o n c l u d e , Mr. Huck. Let ' s have you summarize, 

i f you w i l l , t h e a l l o c a t i o n c o n c l u s i o n s you reached 

b e f o r e t h e examiner so t h i s commission w i l l have an 

u n d e r s t a n d i n g of your p o s i t i o n . L e t ' s go t o 

page 25. I n summary f a s h i o n g i v e us the p o s i t i o n 

t h a t you had b e f o r e Examiner Morrow, what your 

c o n c l u s i o n s were. 

A. I t ' s Hanley's p o s i t i o n t h a t t h e r e are 

s h a l l o w zones t h a t are p o t e n t i a l l y p r o d u c t i v e on 

e i t h e r l o c a t i o n . There's the Bone S p r i n g s , t h e r e ' s 

t h e Delaware, t h e r e ' s the Queen -- th e y a l l produce 

i n t h i s immediate area, and r e g a r d l e s s of where t h e 
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w e l l i s d r i l l e d , t h e r e needs t o be an a l l o c a t i o n 

f o r m u l a e s t a b l i s h e d a t t h i s h e a r i n g , or e s t a b l i s h e d 

p r i o r t o t h e d r i l l i n g of t he w e l l s , t h a t would a l l o w 

f o r t h e r e c o v e r y of c o s t t o the people i n v o l v e d i n 

the deeper h o r i z o n t h a t are not i n v o l v e d i n the 

s h a l l o w h o r i z o n . 

Again, i t i s Hanley's c o n t e n t i o n t h a t t h e 

s h a l l o w zones t h a t are p r o r a t e d on 40 acres sho u l d 

not be a r b i t r a r i l y f o r c e pooled and shared t h e same 

as t h e deeper h o r i z o n s t h a t , a t t h i s p o i n t , i s 

p r o r a t e d on 80 acre s . 

Q. There i s an e s t a b l i s h e d i n d u s t r y 

procedure and p r a c t i c e i n a Copus b u l l e t i n t o 

dete r m i n e t h e a l l o c a t i o n v e r t i c a l l y when you have a 

s e p a r a t i o n e i t h e r i n ownership of f o r m a t i o n or i n 

supply? 

A. Yes, s i r , t h e r e i s . This Copus b u l l e t i n 

Number 2 i s based on v e r t i c a l s e p a r a t i o n of 

ownership w i t h i n a w e l l . I t ' s been r e f e r e n c e d 

b e f o r e , and i t s o u t l i n e i s used by the commission i n 

cases of t h i s n a t u r e . B a s i c a l l y , Hanley proposes 

t h a t these c o s t s be a l l o c a t e d u s i n g a c t u a l w e l l c o s t 

t h a t would be a m o r t i z e d down t h e road a t the p o i n t 

a t which t h e w e l l was recompleted or plugged back t o 

a zone of d i f f e r e n t ownership. 
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The method we propose, which has been 

used by t h e commission b e f o r e , where t h e d r i l l i n g 

pay r a t e r a t i o f o r t h e w e l l was used i n r e l a t i v e 

depth f o r t a n g i b l e m a t e r i a l s was used t o e s t a b l i s h 

these c o s t s . 

Q. Does t he examiner o r d e r s e t o f f f i n d i n g s 

and o r d e r i n g p r o v i s i o n s t h a t addressed t h e 

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

A. I n the p r e v i o u s case? 

Q. Yes, s i r . 

A. No, s i r . The examiner o r d e r f o r c e 

p ooled a l l zones from the ground t o the base of the 

Wolfcamp and i g n o r e d t h e a l l o c a t i o n q u e s t i o n . 

Q. Let ' s t u r n t o t he a n a l y s i s of the AFE. 

Have you s e t f o r t h t h a t comparison on page 26? 

A. Page 26? 

Q. I'm s o r r y . Page 26 i s the a l l o c a t i o n 

c a l c u l a t i o n s t o show the d o l l a r s assigned t o t h e 

Bone Springs versus Wolfcamp. 

A. I f I might comment on page 26, t h a t ' s an 

example a l l o c a t i o n u s i n g the parameter proposed by 

Hanley j u s t t o draw your a t t e n t i o n t o t he i n s t a n c e 

shown here would be -- the two i n s t a n c e s shown --

would be d r i l l i n g a Wolfcamp t e s t here, then 

r e c o m p l e t i n g t o the Bone Springs i f t h e Wolfcamp was 
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dry or i f t he Wolfcamp i s p r o d u c t i v e and you 

reco m p l e t e d i t sometime down t he ro a d , some years 

down t h e road. 

I f I draw your a t t e n t i o n t o the t o t a l 

d r i l l i n g c o s t , which i s hard t o see because i t ' s i n 

the b i n d i n g , but i t would be the f i r s t t o t a l t h e r e 

about h a l f w a y down t he page. 

You see, f o r a Wolfcamp w e l l t h e d r y ho l e 

c o s t i s $453,000 and the amount of t h a t a t c o s t 

a t t r i b u t a b l e t o a 9,000-foot Bone S p r i n g w e l l i s 

$278,000. Th i s compares t o a d r y hole c o s t of 

$287,000 t h a t Hanley had on an 8,700-foot Bone 

S p r i n g t e s t t h r e e m i l e s t o the s o u t h , and compares 

t o $262,000, an e q u i v a l e n t d r y hole u s i n g t h e c o s t 

and d a i l y d r i l l i n g data from t h e Kachina 8 #1, when 

they passed t h i s depth and t h e i r e v a l u a t i o n c o s t , 

e t c e t e r a . 

We t h i n k i t ' s a f a i r and e q u i t a b l e way of 

r e i m b u r s i n g any p a r t i c i p a n t i n the deep t e s t f o r h i s 

in v e s t m e n t s h o u l d t h e w e l l be recompleted t o 

d i f f e r e n t ownership. 

Q. Page 27, a g a i n , i s your r e - e x a m i n a t i o n 

of t h e u l t i m a t e r e c o v e r i e s e s t i m a t e d f o r some s i x 

w e l l s i n the pool? 

A. That's c o r r e c t . B a s i c a l l y , i t ' s shown t o 
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r e f u t e t h e t e s t i m o n y r e l i e d on by Santa Fe t h a t 

M e r i d i a n p u t f o r w a r d t h a t these w e l l s would i n 

e f f e c t d r a i n 80 acr e s . As an a d d i t i o n t o t h a t 

e x h i b i t , we moved t o page 28. I t ' s a l i s t of t h e 

f i e l d -- Wolfcamp p r o d u c i n g f i e l d s -- al o n g t h i s 

t r e n d . You have t h e Scharb and the Scharb SE, t h e 

A i r s t r i p , A i r s t r i p N. Over here i s South C o r b i n . 

You have t h e Young, you have EK. Lusk i s back i n 

here someplace. So b a s i c a l l y a l l t h e w e l l s on t h i s 

t r e n d , w i t h t h e e x c e p t i o n of South C o r b i n , are 

s t a t e w i d e and are p r o r a t e d u n i t s , 40 acres per 

w e l l . South C o r b i n i s the o n l y one a t t h i s p o i n t i n 

tim e i n t h i s area t h a t i s a f f o r d e d an 80 acre 

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

Q. I d i r e c t your a t t e n t i o n now, Mr. Huck, 

t o page 29. I d e n t i f y t h a t f o r us. 

A. Page 29 i s a comparison on Hanley's form 

of t h e Santa Fe AFE versus t h e Hanley AFE. We've 

got a few d i f f e r e n c e s , but n o t h i n g r e a l l y major. 

What I might p o i n t o u t , h i g h l i g h t e d i n orange, are 

those items t h a t Santa Fe i n c l u d e d i n t h e i r AFEs 

t h a t were not i n c l u d e d i n t he Hanley. These items 

-- t o name them o f f -- f e n c i n g , i n s p e c t i o n , jumping 

down t o c o m p l e t i o n p a r t s , i n s p e c t i o n and t e s t i n g , 

and e x t r a r e n t a l s t h e r e , are a l l items t h a t Hanley 
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i n c l u d e s on t h e i r c o n t i n g e n c i e s i n t h e i r AFE. 

Santa Fe i n c l u d e s overhead, charge of 

$4,600 f o r d r i l l i n g , $4,600 f o r c o m p l e t i o n . Santa 

Fe proposed -- Hanley's proposed o p e r a t i n g agreement 

t o Santa Fe i n c l u d e s -- i n c o r p o r a t e s these overhead 

charges i n t o t h e s u p e r v i s i o n of the w e l l . They 

propose t h a t a l l overhead charges i n c l u d e f i r s t , 

l i n e s u p e r v i s i o n and e n g i n e e r i n g . They've a l l o w e d 

f o r t h e s u p e r v i s i o n i n another p o r t i o n of t he AFE, 

and t h a t amount, t h e sum $11,000 -- $11,200 more 

than covers t h e overhead t h a t Santa Fe proposes t o 

charge. 

I n a d d i t i o n t o t he f i r s t - l i n e s u p e r v i s i o n 

Hanley had a couple of problems w i t h Santa Fe's AFE 

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

we d i d n o t . Sometimes conductor p i p e i s necessary 

i n t h i s p a r t i c u l a r area i t ' s not -- and u s u a l l y t h e 

d r i l l i n g c o n t r a c t o r s e t s t h a t -- and what we have 

done o u t here i n the past has g o t t e n along w i t h o u t 

i t u n t i l our s u r f a c e cases are s e t . Our 

i n t e r m e d i a t e c a s i n g , t h e y ' r e designed -- i t c a l l s 

f o r s e t t i n g 24-pound p i p i n g a t 3,000 f e e t . We'd 

l i k e t o see something h e a v i e r than t h a t below 2,200 

f e e t . 

B a s i c a l l y , t h a t ' s a l l t h e d i f f e r e n c e s 
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except f o r p r o d u c t i o n c a s i n g . We would s e t a 

h e a v i e r p r o d u c t i o n c a s i n g due t o the p o s s i b i l i t y of 

up-hole c o m p l e t i o n and s t i m u l a t i o n down t h e c a s i n g . 

I n b o t h of these i n s t a n c e s Hanley would f u r n i s h t h i s 

p i p e a t a cheaper c o s t than what i t was proposed t o 

Santa Fe. 

Q. When you complete the a n a l y s i s , what i s 

your c o n c l u s i o n about the t o t a l c o s t of Santa Fe's 

AFE r e l a t e d t o the Hanley AFE? 

A. The Santa Fe AFE i s $757,000 compared t o 

t h e $668,000 f o r Hanley. D i f f e r e n c e of some $90,000. 

To move on past t h a t t o page number 30, we b e l i e v e 

our c o s t s are i n l i n e f o r t h i s area. Page number 30 

i s an AFE versus a c t u a l c o s t f o r the Bone Springs 

w e l l t h a t we r e c e n t l y completed i n S e c t i o n 24, t h r e e 

m i l e s t o t h e south of t h i s f i e l d . We AFE'd t h a t w e l l 

f o r $536,000. We b e l i e v e i t ' s $542,000. We 

o v e r s p e n t by $6,000 or $5,600, r o u g h l y one p e r c e n t . 

Hanley has d r i l l e d , a g a i n , t h i s w e l l i n S e c t i o n 24. 

We have an 8,700-foot Bone Springs w e l l t o the west 

i n S e c t i o n 7 of 18 s o u t h , 31 e a s t . We have an 

11,600-foot Marrow t e s t f u r t h e r t o the west i n 

19 s o u t h , 29 e a s t . 

I n my p r e v i o u s employment w i t h Marathon I 

p a r t i c i p a t e d i n d r i l l i n g numerous w e l l s i n t h i s 
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area. There's a Wolfcamp t e s t a t S e c t i o n 15 

i m m e d i a t e l y s o u t h e a s t of a proposed l o c a t i o n . 

There's a Wolfcamp t e s t i n S e c t i o n 3 of 1832, 

numerous Bone Springs t e s t s over here i n 1831. Our 

ex p e r i e n c e -- we've been i n t h i s area of Southern 

New Mexico f o r -- Hanley themselves have been a c t i v e 

s i n c e 1983. I myself have worked i n i t s i n c e 1977. 

We're p e r f e c t l y a b l e and w i l l i n g t o o p e r a t e t h i s 

w e l l . 

Q. And you seek t o be d e s i g n a t e d o p e r a t o r ? 

A. Yes, s i r , we do. 

Q. That concludes my e x a m i n a t i o n of 

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

17 and 18. 

COMMISSIONER LAMAY: Without o b j e c t i o n these 

e x h i b i t s w i l l be e n t e r e d i n t o t h e r e c o r d . 

Mr. Bruce. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. J u s t v e r y b r i e f l y , Mr. Huck. Look a t 

the f i r s t page of your E x h i b i t 18. I t h i n k t h a t ' s 

t h e -- what you've c a l l e d the i s o p r o d u c t i o n map? 

A. Yes, s i r . 

Q. That r e f l e c t s the p r o d u c t i o n from 

d i f f e r e n t zones i n the Wolfcamp? 
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A. Th i s i s t o t a l p r o d u c t i o n . This i s 

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 based on the p r o d u c t i o n 

from each w e l l and t h e i r h i s t o r y as r e p o r t e d by the 

gas e n g i n e e r . I t would be r e g a r d l e s s of t h e de s i g n 

p r o r a t e d . 

Q. And I b e l i e v e you've a l r e a d y t e s t i f i e d 

l o o k i n g a t the w e l l i n the southwest of t h e 

no r t h w e s t of S e c t i o n 17, and the o f f s e t t i n g w e l l i n 

the s o u t h e a s t of the n o r t h e a s t of S e c t i o n 18, and 

those are p r o d u c i n g from d i f f e r e n t zones, a r e n ' t 

they? 

A. You say southwest and n o r t h w e s t of 17, 

the #5-E? 

Q. Yes. The Number 5 as compared t o the 

Number 1 w e l l ? 

A. We can show i t on t h i s cross s e c t i o n 

here. Here i s t h e Number 5-E. Here i s the Number 

l-H i n S e c t i o n 18. Number l-H i s p r o d u c i n g out of a 

lower l i m e member t h a t ' s some 80 f e e t t h i c k . The 5-E 

i s p r o d u c i n g out of the upper p a r t of another l i m e 

member t h a t ' s some 150 f e e t t h i c k over gross 

i n t e r v a l s . Number 5-E was completed a few years --

a number of years a f t e r t h e Number l-H i n came 

f l o w i n g . 

Q. Okay. Does your i s o p r o d u c t i o n map a l s o 
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r e f l e c t or ta k e i n t o account p r e s s u r e i n f o r m a t i o n ? 

A. There i s no pressure i n f o r m a t i o n t h a t ' s 

i n c l u d e d i n t h e w e l l o t h e r than -- I've looked a t 

pr e s s u r e i n f o r m a t i o n i n the f i e l d . You see a b i g 

v a r i a n c e , a g a i n , going from w e l l t o w e l l . You see, 

f o r i n s t a n c e , w e l l Number 8-C i n the n o r t h end of 

S e c t i o n 17, t h i s w e l l has t h r e e d i f f e r e n t p r e s s u r e s 

i n i t r a n g i n g from -- 8-C i s shown here as t h e t h i r d 

w e l l i n t h e cross s e c t i o n . Also i t t e s t e d d i f f e r e n t 

zones i n t h e w e l l . I t had pressures r a n g i n g from 

1,400 pounds t o 2,100 pounds t o 4,000 pounds f o r one 

zone. Number 5-E, when i t was completed, had 4,000 

pounds r o u g h l y of bottom hole p r e s s u r e . Going 

back --

Q. That being 4,000 pounds a p p r o x i m a t e l y 

would be v i r g i n p r e s s u r e i n t h i s hole? 

A. You see up t o maybe 4,300 pounds i n t h i s 

p o o l . What you would c l a s s i f y as v i r g i n p r e s s u r e , I 

don't know. The Kachina 8 #1 up here i n S e c t i o n 8 

has r o u g h l y 3,500 pounds of bottom hole p r e s s u r e . I 

may be o f f a hundred pounds or so t h e r e . 

The Kachina 8 #2 t e s t e d t i g h t i n t h a t 

same zone, or i n the basa l zone. When we moved up 

the h o l e i t ' s got a bottom hole p r e s s u r e of 2,400 

pounds, and t h e r e ' s not a w e l l w i t h i n a m i l e of i t 
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p r o d u c i n g , so what c l a s s i f i e s as v i r g i n p r e s s u r e , I 

t h i n k , v a r i e s from zone t o zone. 

MR BRUCE: Thank you, Mr. Chairman. 

COMMISSIONER LAMAY: Mr. Carr. 

MR. CARR: I have no q u e s t i o n s . 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. On page 23 of the b l a c k book. 

A. Yes. 

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

each of these l o c a t i o n s was independent of the 

assigned acreage t h a t would be --

A. Yes. I b e l i e v e a w e l l a t t he south 

l o c a t i o n would r e c o v e r about 130,000 b a r r e l s a t t he 

most, r e g a r d l e s s of what acreage t h a t ' s assigned t o 

i t . The w e l l w i t h t h e n o r t h l o c a t i o n would r e c o v e r 

r e s e r v e s more a p p r o x i m a t e l y w i t h t h e 

Kachina 8 on the or d e r of over a q u a r t e r of a 

m i l l i o n b a r r e l s . Again, r e g a r d l e s s of what acreage 

i s a ssigned t o i t . 

Q. What v a r i a b l e s do you use i n o r d e r t o 

come up w i t h t h a t ? 

A. B a s i c a l l y j u s t t h e shape of these 

p r o d u c i n g pods, t h e i s o l a t e d occurrence of these 

q u a r t e r of a m i l l i o n b a r r e l r e s e r v e s , and how 
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q u i c k l y we can move away from them. You l o s e those 

r e s e r v e s . I made t h i s pod a l i t t l e b i t t h i c k e r . I t 

may not be t h i s b i g as f a r as the o u t e r l i m i t s of 

economical p r o d u c t i o n . 

Q. Okay. That's a l l I have. 

COMMISSIONER LAMAY: Mr. Weiss. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. I n S e c t i o n 17 t h e r e , t h e w e l l t o the 

n o r t h , and then t h a t o t h e r good w e l l down on t h e 

west s i d e , yeah. Are they completed i n the same 

zone? 

A. W e l l , Number 5-E, a g a i n , going back t o 

the cross s e c t i o n . Well Number 5-E i s p e r f o r a t e d 

over a r a t h e r l a r g e i n t e r v a l here i n the c e n t e r of 

th e rows --

Q. Which one i s t h a t now? 

A. That's the good w e l l . 

Q. Okay, yeah. I got you. 

A. That would be r i g h t here on the west 

s i d e of w e l l number 8-C. This completed a f t e r 

t e s t i n g some lower l i m e i n t e r v a l s was completed i n 

t h i s upper zone. I n c i d e n t a l l y , i t came i n a t 

f l o w i n g some 300 b a r r e l s a day, i n i t i a l l y l o o k i n g 

l i k e a p r e t t y good w e l l , but t h a t has produced 
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30,000 b a r r e l s s i n c e i t has ceased p r o d u c t i o n . 

Q. Well t o water? 

A. B a s i c a l l y f i n e water c u t was about 85 

p e r c e n t . 

Q. I n some r e s p e c t s I wonder i f a person 

c o u l d view t h i s t h i n g as a r e s e r v o i r w i t h a normal 

water d r i v e i n a d i f f e r e n t zone? 

A. The d e c l i n e on i t t h a t you see on t h i s 

steep i n i t i a l d e c l i n e f o l l o w e d by a f l a t t e n i n g out 

are more i n d i c a t i v e of a s o l u t i o n gas d r i v e or a 

s o l u t i o n gas expansion. There's water t h e r e , and you 

get a c e r t a i n amount of expansion i n the water l e g 

as you get some of t h i s d e p l e t i o n , and i t can 

overcome i f you're c l o s e enough t o i t . I t can 

overcome your o i l . 

Q. Also on page -- I guess you say you 

don't t h i n k i t ' s a c o n v e n t i o n a l water d r i v e ? 

A. I t ' s not a dominant water d r i v e . I t may 

be a minor amount of water d r i v e , but I don't t h i n k 

i t ' s dominant. 

Q. And then on page 23, what d i d you use 

f o r o i l p r i c e s ? 

A. O i l p r i c e on page 23. I have t h e runs 

i n my f i l e s . I b e l i e v e i t ' s e i t h e r $18 or $20 a 

b a r r e l . Gas p r i c e i s about $2.35. 
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Q. $18 t o $20 a b a r r e l ? 

A. Yes. 

Q. Okay. T h a t ' s t h e o n l y q u e s t i o n s I 

have. Thank y o u . 

EXAMINATION 

BY COMMISSIONER LAMAY: 

Q. I j u s t have one h e r e . I n t h e c r o s s 

s e c t i o n I d o n ' t r e a l l y see any d r i l l stem t e s t s . 

Have you n o t i c e d -- I s t h a t a common p r o c e d u r e t o 

d r i l l stem t e s t t h e s e w e l l s on t h e way down? 

A. Sometimes t h e y ' r e t e s t e d . T h i s w e l l t h a t 

was d r i l l e d i n t h e e a s t s i d e o f S e c t i o n 8 d r i l l stem 

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

p a r t o f t h i s l o w e r Wolfcamp member. They've g o t 

some gas t o s u r f a c e and t h e n 2,100 f e e t o f o i l / g a s 

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

t h i s i n t e r v a l t h e y g o t 651 f e e t o f s l i g h t l y o i l and 

gas c u t , mud, and t h e i r sample changes r e c o v e r e d 

some 1,300 c c ' s o f o i l and 50 cc's o f mud, b u t 

t h e r e ' s n o t t h a t many bsc's on t h e s e w e l l s t h a t 

M e r i d i a n has c o m p l e t e d o r S o u t h l a n d b a s i c a l l y . They, 

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

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

p r o d u c t i o n . Santa Fe has been b s t ' s . They 

a t t e m p t e d t o BST t h e i r K a c h i n a 8 and K a c h i n a 5 # 1 . 
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Q. I guess t h e r e a s o n f o r my q u e s t i o n i s i t 

seems t o me t h a t one way t o e v a l u a t e i t w o u l d be any 

p r e s s u r e l o s t between i n i t i a l and f i n a l p r e s s u r e --

s t e m i c p r e s s u r e s -- as you t e s t t h e s e zones i f 

t h e y ' r e s m a l l and d i s c o n t i n o u s , I t h i n k you c o u l d 

see a p r e s s u r e d e c l i n e on a d r i l l stem t e s t . 

A. I f t h e y ' r e s m a l l enough you c o u l d . 

They'd have t o be a w f u l s m a l l , and, a g a i n , because 

t h e r e ' r e so many o f them, you know, where one m i g h t 

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

you i n t o some f a i r l y d e c e n t r o c k , o r c o n n e c t you up 

w i t h some b e t t e r q u a l i t y r e s e r v o i r . 

Q. So t h e r e -- so you d o n ' t have t h a t k i n d 

o f p r e s s u r e i n f o r m a t i o n t o t e n d t o t r y and f i t 

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

any d i s t a n c e and w h i c h a r e n o t ? 

A. No, s i r , I do n o t . 

Q. You o n l y have what m i g h t be c o n s i d e r e d 

i n t e r p r e t i v e s k i l l s i n t h o s e k i n d s o f t h i n g s ? 

A. Yes, s i r . We have some p r e s s u r e 

r e p o r t e d . A g a i n , I was q u o t i n g on t h a t Number 8, 

n o t on what happened on t h e Number 5-E h e r e . I t had 

an i n i t i a l p r e s s u r e o f a b o u t 4,000 pounds. A t t h e 

t i m e i t was c o m p l e t e d t h e w e l l t o t h e west had a 

p r e s s u r e o f a b o u t 1,000 pounds. You know, t h i s w e l l 
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here was completed. I n i t i a l v o l u m e t r i c p r e s s u r e was 

some 400 pounds l e s s than 5-E as r e p o r t e d . That's 

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

Q. Let me r e v e r s e t h a t q u e s t i o n . I s t h e r e 

a n y t h i n g on t h i s map t h a t you have here t h a t c o u l d 

show t h a t t h e r e are any two w e l l s on t h i s map t h a t 

are p r e s s u r e continuous? 

A. That are? 

Q. That a r e n ' t . I f you c o u l d p o i n t t o and 

say, "Yes. This i s the same r e s e r v i o r i n these two 

w e l l s . " 

A. Based on pre s s u r e i n f o r m a t i o n , no, s i r , 

I cannot. 

Q. I s n ' t t h a t the o n l y way you can t r u l y 

i d e n t i f y r e s e r v o i r s as being i n communication as t o 

pr e s s u r e i n f o r m a t i o n ? 

A. Pressure i n f o r m a t i o n , and then t h e i r 

r e l a t i v e p o s i t i o n i n the s e c t i o n . 

Q. But i f you have two b l o c k s and t h e y ' r e 

d e p o s i t e d i n the same s e c t i o n , i s n ' t i t p o s s i b l e 

t h a t you can c o r r e l a t e them on 40 acres and y e t have 

those two b l o c k s be separate b l o c k s e n t i r e l y ? 

A. I t c o u l d be se p a r a t e . You know, these 

two zones t h a t are completed here are not t h a t f a r 

a p a r t , and one had 3,400 pounds or 3,500 pounds, and 
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one had 2,400 pounds. 

Q. That's the o n l y q u e s t i o n s I have. 

COMMISSIONER LAMAY: Any a d d i t i o n a l q u e s t i o n s 

of t h e wit n e s s ? You may be excused, thank you. 

Let's t a k e a break f o r lunch and w e ' l l come back. 

You have a d d i t i o n a l witnesses? 

MR. KELLAHIN: No, s i r . That completes our 

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

COMMISSIONER LAMAY: We'll come back f o r Santa 

Fe's p r e s e n t a t i o n and then w e ' l l t ake an hour. 

(Recess f o r l u n c h a t 12:45 p.m.) 

(He a r i n g resumes a t 1:45 p.m.) 

COMMISSIONER LAMAY: We s h a l l resume. 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Thank you, Mr. Chairman. F i r s t we c a l l 

our g e o l o g i s t t o the s t a n d , Mr. Thoma. Would you 

please s t a t e your name f o r the record? 

A. John Thoma. 

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

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

Q. Whom do you work f o r and i n what 

c a p a c i t y ? 

A. Santa Fe Energy Resources as a s e n i o r 

g e o l o g i s t . 
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Q. And 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 

the d i v i s i o n or t he commission as an e x p e r t and as a 

p e t r o l e u m g e o l o g i s t ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an e x p e r t 

accepted as a m a t t e r of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h t h e geology 

i n v o l v e d i n these cases? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I submit Mr. Thoma 

as an e x p e r t and a u t h o r i t y i n geology. 

COMMISSIONER LAMAY: His q u a l i f i c a t i o n s are 

accepted. 

Q. (By Mr. Bruce) Mr. Thoma, i f you c o u l d 

r e f e r t o Hanley's 12, 13, and 14, do you have those 

i n f r o n t of you, Hanley's E x h i b i t s 12, 13, and 14? 

On those e x h i b i t s , Mr. Thoma, t h e r e ' s a couple of 

l o c a t i o n s marked i n the east h a l f of the n o r t h e a s t 

q u a r t e r of S e c t i o n 7. I t h i n k they were r e f e r r e d t o 

as Southland R o y a l t y or M e r i d i a n l o c a t i o n s . What do 

you know about those l o c a t i o n s ? 

A. We met w i t h - - myself and the Santa Fe 

engine e r s -- met w i t h M e r i d i a n on the 19th of 

A p r i l . Four of M e r i d i a n ' s engineers were p r e s e n t , 
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Mark Petrochek, David Parker, T e r r y Hookton, and 

B i l l Brown. We dis c u s s e d these two l o c a t i o n s w i t h 

them, and they s t a t e d t h a t M e r i d i a n w i l l d r i l l 

e i t h e r t h e 29 -- the West Corbin 29 -- which i s the 

w e l l l o c a t e d i n the n o r t h e a s t -- n o r t h e a s t of 

s e c t i o n Seven -- or the West Corbin 30, which i s the 

w e l l i n the sout h e a s t of the n o r t h e a s t of S e c t i o n 7, 

pending t h e outcome of the commission h e a r i n g we're 

i n v o l v e d i n today. 

They a l s o i n d i c a t e d t o us i t was t h e i r 

i n t e n t t o honor t h e d i a g o n a l 80-acre spacing p a t t e r n 

t h a t ' s been e s t a b l i s h e d i n t h i s p o o l . 

Q. So both of those w e l l s w i l l not be 

d r i l l e d t o t h e best of your knowledge? 

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

Q. Okay. And w e ' l l keep those e x h i b i t s 

handy. Mr. Thoma, w e ' l l get back t o those i n a 

minu t e . R e f e r r i n g t o Santa Fe E x h i b i t A, B, and C, 

which have been p u t up on the board, w i l l you 

d i s c u s s , i n a v e r y b r i e f f a s h i o n , the Wolfcamp 

geology and the p r o d u c t i v e i n t e r v a l s i n the 

Wolfcamp? 

A. We have a e l e c t e d t o segregate t h e 

Wolfcamp -- the Lower Wolfcamp -- S e c t i o n 7 i n t h e 

South C o r b i n area i n t o f i v e d i s t i n c t d e t r i t a l 
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i n t e r v a l s . I ' v e l a b l e d them on t h e c r o s s s e c t i o n B 

t o B p r i m e w h i c h i s an e a s t / w e s t c r o s s s e c t i o n — 

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

i n t h e S o u t h l a n d R o y a l t y West C o r b i n F e d e r a l 

Number 9, and s o u t h w e s t s o u t h w e s t o f S e c t i o n 8, r u n s 

up t h r o u g h t h e p r o p o s e d Santa Fe K a c h i n a 8-2 

l o c a t i o n t h r o u g h t h e e x i s t i n g K a c h i n a 8 l o c a t i o n , 

and t e r m i n a t e s i n t h e Oxy USA F e d e r a l AG #2. 

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

m a r k e r beds i n t h e Lower Wolfcamp i n t e r v a l . T h e y ' r e 

h i g h l i g h t e d i n brown. The i n t e r v e n i n g c a r b o n a t e 

i n t e r v a l s a r e l a b l e d t h e "AC," "AD," "AE," "AF," and 

"AG" f r o m t o p t o b o t t o m . Those f i v e i n t e r v a l s a r e 

t h e p r o d u c t i v e i n t e r v a l s i n t h e South C o r b i n 

Wolfcamp f i e l d a r e a . 

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

A. Santa Fe; t h e "AC," "AD," "AE," "AF, 

and "AG." 

On t h a t s e c t i o n I ' v e h i g h l i g h t e d f o u r o r 

Q. How does Santa Fe r e f e r t o t h o s e f i v e 

Q- And what i s t h e d e e p e s t zone? 

A. The AG . 

Q. Okay. Can you p r e d i c t w i t h a c c u r a c y what 

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

l o c a t i o n ? 
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A. I n the Wolfcamp i t ' s h i g h l y v a r i a b l e . 

You can do two t h i n g s t o reduce your r i s k i n t he 

Wolfcamp. F i r s t you can map, as we have, and as 

Hanley has done t o a c e r t a i n e x t e n t , t h e carbonate 

— t h e c l e a n carbonate i n the f i e l d area. To d a t e , 

no p r o d u c t i o n has been e s t a b l i s h e d o u t s i d e of these 

c l e a n carbonate t h i c k s . W i t h i n the c l e a n carbonate 

t h i c k s , t h e r e s e r v o i r s v a r y depending upon 

f r a c t u r i n g and m a t r i x p o r o s i t y development. 

The f r a c t u r i n g i s p r o b a b l y the most 

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

p r o b a b l y t h e most i m p o r t a n t . I b e l i e v e t h a t you can 

d i s c e r n beds which should be f r a c t u r e d from beds 

which s h o u l d not be f r a c t u r e d based on the 

mi n e r o l o g y and d i f f e r e n c e s i n mi n e r o l o g y of those 

beds . 

I t i s demonstrated i n v a r i o u s p l a c e s , not 

o n l y around t h e Permian Basin, but around t h e 

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

dependent upon m i n e r o l o g y , and the reason -- when a 

s e c t i o n of rock f r a c t u r e s , i t doesn't f r a c t u r e from 

t o p t o bottom i s because you have d i f f e r e n t r o c k 

types w i t h i n t h a t s e c t i o n t h a t have d i f f e r e n t 

c h a r a c t e r i s t i c s , d i f f e r e n t hardnesses, and d i f f e r e n t 

s u s c e p t i b i l i t i e s t o being broken by f l e c t u r e . 
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I n t h i s a r e a , i n t h e "AG" i n p a r t i c u l a r , 

w h i c h i s shown on t h e uppe r r i g h t - h a n d c o r n e r , t h a t 

r e s e r v o i r i s t y p i c a l l y i n t h e a r e a o f a no n p o r o u s 

r e s e r v o i r . I t e x h i b i t s v i r t u a l l y no m a t r i x p o r o s i t y 

and c o n s e q u e n t l y t h e r e s e r v o i r , when you f i n d i t , i s 

a f r a c t u r e d r e s e r v o i r . 

I ' v e l o o k e d a t samples i n t h e "AG" zone 

a c r o s s many o f w e l l s i n t h e So u t h C o r b i n and t h e 

c o n c l u s i o n t h a t I'm coming t o , and we're s t i l l 

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

i n t h e m i n e r o l o g y t h a t when you have 100 p e r c e n t 

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

o f c h i r t above a b o u t an 80/20 p e r c e n t between c h i r t 

and l i m e s t o n e , when you g e t above t h a t o r b e l o w i t 

w i t h c h i r t and l i m e s t o n e , t h a t t h e r o c k i s e i t h e r 

d u c t i l e and won't f r a c t u r e , o r i t i s t o o h a r d . I f 

you g e t t o o much c h i r t i t r e q u i r e s a much h i g h e r 

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

d e f o r m e d a r e a s t r u c t u r a l l y . There a r e c e r t a i n 

f e a t u r e s i n t h i s a r e a w h i c h c e r t a i n l y have 

s i g n i f i c a n t s t r u c t u r a l movement -- D e v o n i a n 

f e a t u r e s . 

I n t h i s p a r t i c u l a r a r e a t h e r e a r e n o t any 

m a j o r D e v o n i a n f e a t u r e s , so t h e s t r u c t u r a l s t r e s s e s 

t h a t were p l a c e d on t h e s e r o c k s d u r i n g Wolfcamp i n 
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t i m e and p r o b a b l y t h r o u g h o u t t i m e , i n t h i s 

p a r t i c u l a r area, I b e l i e v e were moderate, and t h a t ' s 

why you need a c e r t a i n percentage of l i m e s t o n e t o 

somewhat s o f t e n t h e hardness of the f o r m a t i o n -- of 

the c h i r t f o r m a t i o n -- i n the "AG" zone. 

I n t h e 8-1 w e l l , we encountered about an 

80/20 s p l i t of c h i r t and l i m e s t o n e i n t h a t w e l l 

b ore. I n t h e 5-1 we encountered c l e a n c a r b o n a t e , or 

I s h o u l d say " c l e a n r o c k . " I t ' s r e a l l y m o s t l y c h i r t 

-- q u a r t z — but the percentage was d i f f e r e n t . 

There was a g r e a t e r percentage of c h i r t i n t h a t w e l l 

b o r e , and cons e q u e n t l y i t was not f r a c t u r e d . 

However, as you move up S e c t i o n 7, the 5-1 w e l l , 

which I don't have on the s e c t i o n , but e s s e n t i a l l y 

t h e -- b a s i c a l l y we've got AF pay -- t h i s i s t h e 8-1 

-- we have "AF" pay, "AE" pay and "AC" pay. And 

we're p e r f o r a t e d i n the "AF," which i n t h a t w e l l i s , 

i n f a c t , p r o d u c t i v e , and i n the 8-1 w e l l , c a l c u l a t e s 

t o be p r o d u c t i v e . 

Q. So what you j u s t s a i d i s the 5-1 w e l l i s 

-- what zone i s i t p r o d u c i n g from now, the r e c e n t l y 

completed 5-1? 

A. The 5-1 i s p r o d u c i n g from "AF." 

Q. What o t h e r zones are p r o s p e c t i v e i n t h a t 

w e l l ? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

152 

A. The "AE" w h i c h i s a l s o p r e s e n t i n t h e 

8-1, and t h e "AC" w h i c h i s v e r y p o o r l y d e v e l o p e d i n 

t h e 8-1. 

Q. What i s t h e K a c h i n a 8-1 w e l l p r o d u c i n g 

f r o m , w h i c h zone? 

A. The "AG," t h e b a s a l zone. 

Q. I s i t p r o s p e c t i v e i n any o t h e r zones? 

A. Yes. I b e l i e v e i t ' s p r o s p e c t i v e i n t h e 

"AF," and" i n t h e "AE." 

Q. But i t ' s n o t p r o d u c i n g f r o m t h o s e zones? 

A. No, i t i s n o t . 

Q. A t t h i s t i m e ? 

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

Q. Now what a b o u t t h e West C o r b i n F e d e r a l 

Number 26 w e l l ? Where's t h a t w e l l ? 

A. The West C o r b i n 26 i s l o c a t e d i n t h e 

n o r t h e a s t o f t h e s o u t h w e s t o f S e c t i o n 8. 

Q. I n t h a t a r e c e n t l y c o m p l e t e d w e l l ? 

A. Yes. T h a t w e l l was c o m p l e t e d , I 

b e l i e v e , i n e a r l y A p r i l . 

Q. What zone does t h a t w e l l p r o d u c e from? 

A. T h a t w e l l p r o d u c e s f r o m t h e "AC," 

d o m i n a n t l y f r o m t h e "AC." 

Q. Okay. Now, w o u l d you r e f e r back t o 

H a n l e y E x h i b i t 12 t h r o u g h 14? I t was H a n l e y ' s 
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t e s t i m o n y t h a t t h e red dots on those maps i n d i c a t e d 

t h a t those w e l l s are d r y i n the i n d i c a t e d zones. 

Would you comment on t h a t , please? 

A. Yes. I b e l i e v e those maps are somewhat 

m i s l e a d i n g i n t h a t many of these w e l l s which Hanley 

b e l i e v e s are d r y i n these zones a r e , i n f a c t , 

u n t e s t e d i n these zones. Two cases i n p o i n t are the 

Kachina 8-1 and the Kachina 5-1. The Kachina 8-1 

c l e a r l y has -- we're l o o k i n g a t a p o r o s i t y l o g on 

the l e f t and the r e c e n t l y completed w e l l on the 

r i g h t , c l e a r l y i n both of "AF" and i n the "AE," b o t h 

of these zones have v e r y a t t r a c t i v e r e s e r v o i r 

c h a r a c t e r i s t i c s , bottom m a t r i x p o r o s i t y . There i s 

some i n d i c a t i o n of f r a c t u r i n g on the e l e c t r i c logs 

w i t h s p i k i n g of the mud i n t h e r e . There i s v e r y 

good i n v a s i o n p r o f i l e s on the e l e c t r i c l o g 

s e p a r a t i o n between the r e c i v i d i t y curve and 

s i g n i f i c a n t l y b o t h of these w e l l s c a l c u l a t e 

p r o d u c t i v e . 

They c a l c u l a t e b o t h volume water numbers 

below .03, and i n these p a r t i c u l a r r e s e r v o i r s i n the 

"AF" and the "AE," which are t y p i c a l l y c h a l k y 

l i m e s t o n e r e s e r v o i r s , the i r r e d u c i b l e water 

s a t u r a t i o n we b e l i e v e t o be around an 03,.03 --.025 

t o . 0 3 , and t h a t ' s based on p u r i c a l datum from many 
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w e l l s we've l o o k e d a t t o t h e s o u t h . B o t h o f t h e s e 

zones c a l c u l a t e b e l o w t h o s e b u l k l i m e w a t e r v a l u e s , 

so we b e l i e v e t h a t b o t h o f t h e s e zones a r e 

p r o d u c t i v e . They j u s t have n o t been t e s t e d . H a n l e y 

b e l i e v e s t h a t t h e s e zones a r e d r y . I w o u l d d i s a g r e e 

w i t h t h a t , and I t h i n k t h a t most o f t h e s e r e d d o t s 

on t h e s e maps, i f one were t o l o o k v e r y c l o s e l y , one 

w o u l d f i n d t h a t , i n f a c t , t h e zones have n o t been 

t e s t e d . 

Q. Okay, Mr. Thoma. Moving on t o t h e 

mappin g , why d i d you map each zone, o r each 

c a r b o n a t e i n t e r v a l , s e p a r a t e l y as opposed t o 

H a n l e y ' s method o f a g r o s s map? 

A. Because we b e l i e v e , and 

Randy O f f e n b e r g e r , t h e r e s e r v o i r e n g i n e e r , w i l l 

t e s t i f y t o t h i s f u r t h e r , l a t e r on, we b e l i e v e t h a t 

by so d o i n g we can i s o l a t e i n d i v i d u a l r e s e r v o i r s , 

and t h a t we can d e m o n s t r a t e t h r o u g h p r e s s u r e d a t a 

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

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

I'm u s i n g on t h e s e i n h e r e a r e s u b s t a n t i a t e d by 

p r e s s u r e d a t a -- can be s u b s t a n t i a t e d by p r e s s u r e 

d a t a . 

Q. Do t h e i n t e r v a l s v a r y i n t h i c k n e s s p o o l s 

a l o n g each i n d i v i d u a l i n t e r v a l ? 
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A. Yes, they do. 

Q. Now what -- as f a r as the d e p o s i t i o n a l 

s t r i k e -- what d i r e c t i o n do you t h i n k i s a p p r o p r i a t e 

f o r t h e Wolfcamp? 

A. The d i r e c t i o n I b e l i e v e i s a p p r o p r i a t e 

i s t h e d i r e c t i o n t h a t I have mapped, and t h a t i s 

n o r t h e a s t t o southwest. I ' d l i k e t o go back t o 

Hanley's e x h i b i t -- I b e l i e v e i t ' s E x h i b i t 1 

wh i ch i s a r e g i o n a l map showing what t h e y b e l i e v e t o 

be t h e Permo-Penn r e e f t r e n d . I v e r y much d i s a g r e e 

w i t h t h e i r i n t e r p r e t a t i o n of the Permo-Penn r e e f 

t r e n d . 

What they have h i g h l i g h t e d approximates 

the Abo r e e f t r e n d , and i t i n no way approximates 

the Strawn s h e l f edge. I t i n no way approximates 

the Wolfcampian s h e l f edge, which most p r o f e s s i o n a l s 

t h a t I've met and most p u b l i c a t i o n s -- t e c h n i c a l 

p u b l i c a t i o n s -- b e l i e v e t o be w e l l t o the n o r t h and 

more along t h e t r e n d of Kemnitz p r o d u c t i o n , which i s 

l o c a t e d i n the township 16 s o u t h , 33 east and 

34 e a s t . There's a d i a g o n a l t r e n d of p r o d u c t i o n 

a l o n g t h e south edge of those two townships which 

are b e l i e v e d t o be -- or t h a t t h e Wolfcampian 

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

Wolfcampian s h e l f edge p r o d u c t i o n . 
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F urthermore, I b e l i e v e t h a t t h e r e i s a 

s i g n i f i c a n t d i f f e r e n c e between t h e Wolfcampian s h e l f 

edge and t h e Bone Springs s h e l f edge, not o n l y i n 

terms of the p o s i t i o n and the o r i e n t a t i o n , but a l s o 

i n terms of t h e v e r t i c a l magnitude of the s h e l f 

edge . 

The Wolfcampian s h e l f edge I b e l i e v e --

from my own work and from r e f e r e n c e s t h a t I've 

looke d t h r o u g h over t h e years -- i t ' s p r o b a b l y a 

much lower r e l i e f s h e l f edge, and p r o b a b l y e x h i b i t s 

r e l i e f on t h e or d e r of two t o 300 f e e t v e r t i c a l l y a t 

the s h e l f edge, whereas the Abo -- a c t u a l l y t h e 

Leonardian s h e l f edge -- was a much more v e r t i c a l l y 

e x t e n s i v e r e e f complex, and the a c t u a l magnitude --

v e r t i c a l magnitude -- from the base of the s h e l f 

edge t o t h e t o p of the r e e f , was p r o b a b l y more along 

the l i n e of 1,000 f e e t . 

Q. How would t h a t a f f e c t d e p o s i t i o n a l 

s t r i k e ? 

A. W e l l , t h e p r i m a r y d i f f e r e n c e would be i n 

the a d j o i n i n g f o u r - r e e f s l o p e . I b e l i e v e t h a t t h e 

Wolfcampian f o u r - r e e f s l o p e , s i n c e i t i s a s s o c i a t e d 

w i t h a much lower s t r u c t u r a l p r o f i l e s h e l f edge, 

would be more r a m p - l i k e . I t w i l l have a much lower 

angle from t h e edge of the s h e l f out i n t o t h e 
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b a s i n . 

I n t h e Bone Springs I b e l i e v e you've got 

a v e r y steep r e e f face and con s e q u e n t l y a v e r y steep 

s l o p e i n f r o n t of the r e e f . This i s i m p o r t a n t 

because I b e l i e v e t h a t t h e r e are two f a c t o r s , among 

o t h e r s , b u t p r o b a b l y t h e two most i m p o r t a n t f a c t o r s , 

i n my e s t i m a t i o n , t h a t would i n f l u e n c e d e p o s i t i o n of 

d e t r i t u s -- carbonated d e t r i u s -- being shed from 

any s h e l f edge -- whether i t ' s t h e Bone S p r i n g s , t h e 

Wolfcamp, t h e Pennsylvanian, one i s the angle of the 

f o u r - r e e f s l o p e , and the second i s t h e , or are the 

ocean bottom c u r r e n t s . 

C e r t a i n l y we are below wave base, but 

t h a t doesn't mean t h a t sediments are not reworked. 

Sediments are reworked i n a submarine s e t t i n g and 

t h i s i s documented i n s e v e r a l s e t t i n g s o f f of 

c u r r e n t day -- or s e v e r a l c u r r e n t - d a y d e p o s i t i o n a l 

s e t t i n g s o f f C a l i f o r n i a t h a t sediment and water as 

deep as 2,000 f e e t are being moved and t r a n s p o r t e d 

by ocean bottom sediment, or ocean bottom c u r r e n t . 

I f t h e ocean bottom c u r r e n t exceeds the v e l o c i t y of 

the sediments which are being c a r r i e d down t h e 

s l o p e , t h e n t h e ocean bottom -- the ocean bottom 

c u r r e n t i s going t o be the dominant f a c t o r 

c o n t r o l l i n g t h e d i s t r i b u t i o n of those sediments. 
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I n t h e -- d u r i n g Wolfcampian t i m e , s i n c e 

you're d e a l i n g w i t h a low r e l i e f , I b e l i e v e a low 

r e l i e f s l o p e , t h e v e l o c i t y of those sediments b e i n g 

shed from t h e s h e l f and moving down i n t o t h e b a s i n 

would be much lower than t h e y would be d u r i n g Bone 

S p r i n g t i m e . Consequently, I t h i n k t h a t Wolfcampian 

sediments are much more l i k e l y t o be i n f l u e n c e d by 

o t h e r c i r c u m s t a n c e s . One would be the ocean bottom 

c u r r e n t . 

Q. Okay, Mr. Thoma, b e f o r e we get i n t o t h a t 

a l i t t l e b i t more, would you j u s t b r i e f l y i d e n t i f y 

what E x h i b i t A i s , and t h a t ' s t h e map on the upper 

r i g h t of the board. 

A. I'm s o r r y . Would you r e p e a t t h a t ? 

Q. E x h i b i t A. Ju s t i d e n t i f y what t h a t map 

i s and when i t was prepared. 

A. E x h i b i t A. I t ' s a montage of the 

Wo1fcamp. 

Q. E x h i b i t A. This one. 

A. Oh, I'm s o r r y . I t ' s two maps t h a t were 

prepared by me p r i o r t o the d r i l l i n g of t he 

Kachina 8 #1. 

Q. I see a date on t h i s one of August 6, 

1990. I s t h a t t h e approximate date t h i s was 

prepared? 
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A. Yes. 

Q. And t h i s shows y o u r d e p o s i t i o n a l s t r i k e 

i n a n o r t h e a s t / s o u t h w e s t f a s h i o n ; i s t h a t c o r r e c t ? 

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

Q. And E x h i b i t B. When was t h i s map 

p r e p a r e d ? 

A. T h i s map was p r e p a r e d i n A p r i l f o l l o w i n g 

c o m p l e t i o n o f t h e 5 # 1 . 

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

8 #1 w e l l ? 

A. Yes, i t w o u l d . 

Q. And f i n a l l y , what i s E x h i b i t C? 

A. T h a t i s an i s o p a c h map o f c l e a n 

c a r b o n a t e i n t h e "AC" zone. 

Q. Okay. Now, you've a l r e a d y d i s c u s s e d t h e 

d e p o s i t i o n a l s t r i k e . How d i d t h e new w e l l s d r i l l e d 

by Santa Fe a f f e c t y o u r o r i g i n a l mapping done l a s t 

A u g u s t ? 

A. W e l l , i t ' s e v i d e n t t h a t i t does n o t 

s u b s t a n t i a l l y a l t e r t h e g e o m e t r y o f t h e o r i g i n a l 

m a p ping. 

Q. Okay. 

A. As a m a t t e r o f f a c t , i t c o n f i r m e d t h e 

mapping. You can see t h e o r i e n t a t i o n o f t h e 

t h i c k n e s s e s t h a t we o r i g i n a l l y mapped t h r o u g h t h e 
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p r o s p e c t a r e a , and you can see t h e r e s u l t i n g maps 

w i t h t h e new c o n t r o l , and t h e r e i s -- t h e r e a r e 

m i n o r d i f f e r e n c e s o f t h i c k n e s s , b u t t h e o r i e n t a t i o n 

and t h e t r e n d has n o t changed a t a l l . 

Q. L o o k i n g a t t h e 8-1 w e l l , w h i c h i s i n --

w h i c h o f f s e t s H a n l e y ' s a c r e a g e d i r e c t l y t o t h e e a s t , 

w h i c h d i r e c t i o n do you e x p e c t t h i c k e n i n g o f t h e 

Wolfcamp c a r b o n a t e t o o c c u r ? 

A. I ' d e x p e c t t h i c k e n i n g t o be t o t h e 

s o u t h e a s t . 

Q. And what a b o u t t o t h e west and t o w a r d s 

H a n l e y ' s a c r e a g e ? 

A. I e x p e c t i t w i l l be t h i n n e r . 

Q. Now, i n p r e p a r i n g y o u r maps on 

d e p o s i t i o n a l s t r i k e , what d i d you use? What was t h e 

p r i m a r y t o o l you used i n f o r m i n g t h a t 

n o r t h e a s t / s o u t h w e s t a x i s ? 

A. E x i s t i n g w e l l c o n t r o l . I used t h e 

s u b s u r f a c e i s o p a c h v a l u e s , and I a l l o w e d them t o 

t e l l me what t h e d i r e c t i o n o f t h e s t r i k e i s r a t h e r 

t h a n t r y i n g t o impose a p r e c o n c e i v e d i d e a o f what i t 

s h o u l d l o o k l i k e . 

We have enough c o n t r o l i n t h e a r e a t o 

e s t a b l i s h a s t r i k e , so i t ' s n o t e n t i r e l y n e c e s s a r y 

t o a p p l y m o d e l s . W h i l e t h e y ' r e u s e f u l , I t h i n k i f 
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you've got the c o n t r o l , you should r e l y on t he 

c o n t r o l . And on the "AF" -- p r i o r t o t he d r i l l i n g 

of t h e 8-1 and the 5-1, we had a s t r i k e s e t up i n 

numerous w e l l s t o the n o r t h e a s t . We had 99 f e e t i n 

the "AF" 99 f e e t , 107 f e e t , 116 f e e t , 122 f e e t ; 

c l e a r l y a n o r t h e a s t t r e n d . 

Q. And you're r e f e r r i n g t o t he Wolfcamp 

"AF" zone? 

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

Q. And the w e l l c o n t r o l l e d does e s t a b l i s h a 

c l e a r n o r t h e a s t / s o u t h w e s t t r e n d ? 

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

Q. Okay. Would you please l o o k a t -- t h i s 

i s Hanley's E x h i b i t Number 2 from t h e examiner 

h e a r i n g . Would you please comment on t h e i r map and 

how i t ' s a f f e c t e d by the 5 #1 w e l l ? 

A. W e l l , Hanley was p r e d i c t i n g 

a p p r o x i m a t e l y 150 f e e t of c l e a n carbonate a t t h e i r 

l o c a t i o n , or -- I'm s o r r y -- a t our Prime 1 

l o c a t i o n . They b e l i e v e t h a t t h e d e t r i t u s were t h i n 

t o t h e east and n o r t h e a s t . I n f a c t , I was be i n g a 

l i t t l e b i t c o n s e r v a t i v e . I gave them f e e t . By t h e i r 

own t e s t i m o n y t h e y have an excess of 300 f e e t of 

c l e a n carbonate a t t h i s l o c a t i o n . I f you can compare 

our p r o j e c t i o n s -- subsurface p r o j e c t i o n s w i t h t h e i r 
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s u b s u r f a c e p r o j e c t i o n s , and we're p r o v i d i n g you w i t h 

o u r o r i g i n a l i n t e r p r e t a t i o n s even p r i o r t o t h e 8 - 1 , 

t h e t h i c k has d e v e l o p e d a l o n g t h e s t r i k e we 

p r o j e c t e d , and, i n f a c t , t h e i r w e l l -- a l l r i g h t . 

I f you compare t h e t h i c k n e s s i n t h e 8 #1 

w i t h t h e t h i c k n e s s i n t h e 5 # 1 , t h e r e i s , on t h e i r 

two maps, 266 f e e t i n t h e 8-1, and I ' v e g o t 295, 

3 0 0 - p l u s f e e t i n t h e 5-1. T h e y ' r e even d e m o n s t r a t i n g 

t h i c k e n i n g t o t h e e a s t by t h e i r own maps. 

Q. So t h e i r p r i o r p r e d i c t i o n was i n c o r r e c t , 

was i t n o t ? 

A. Yes . 

Q. Based on Santa Fe's suc c e s s i n t h e 5 #1 

w e l l , does Santa Fe a n t i c i p a t e d r i l l i n g any o t h e r 

w e l l s i n S e c t i o n 5? 

A. Yes. We've c u r r e n t l y -- we have p l a n s 

t o d r i l l t h e 5 #2 i n t h e n o r t h e a s t o f t h e s o u t h e a s t 

a t a s t a n d a r d 198650 l o c a t i o n . On a s t a n d u p , I 

b e l i e v e i t ' s a s t a n d u p , a l o n g a d i a g o n a l 8 0 - a c r e 

d e v e l o p m e n t l i n e , and t h a t w e l l w i l l p r o b a b l y be 

d r i l l e d w i t h i n t h e n e x t month and a h a l f . 

Q. What has Santa Fe's suc c e s s r a t e been i n 

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

C o r b i n p o o l ? 

A. To d a t e we have d r i l l e d o r p a r t i c i p a t e d 
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i n 12 w e l l s , and t h i s i n c l u d e s t h e Kachina w e l l s and 

o t h e r w e l l s on our b l o c k t o the s o u t h , which i s 

ope r a t e d by M e r i d i a n . We've completed 11 of those 

w e l l s as commercial producers w i t h one d r y h o l e . 

That i s a 92 p e r c e n t success r a t i o . 

Q. That i s s u b s t a n t i a l l y h i g h e r than j u s t 

p r e d i c t e d by Hanley, i s i t not? 

A. Yes, i t i s . 

Q. Why don't you move onto E x h i b i t D -- or 

excuse me. Do you have any f u r t h e r comments on 

E x h i b i t A, B, or C, Mr. Thoma? 

A. No, I do n o t . 

Q. Okay. Let's move on t o Santa Fe 

E x h i b i t D, and please i d e n t i f y t h a t f o r t h e 

commi s s i on. 

A. E x h i b i t D i s a t a b l e which I put 

t o g e t h e r which h i g h l i g h t s s e v e r a l aspect of each of 

these p r o d u c i n g r e s e r v o i r s i n the p r o s p e c t area, and 

a c t u a l l y t h r o u g h o u t the South Corbin p o o l . 

Q. Are the w e l l s separated by p r o d u c t i v e 

zones ? 

A. Yes, they are. They are sepa r a t e d by 

p r o d u c t i v e zones. You can see each a t the heading 

-- a t t h e t o p of each g r o u p i n g t h e r e ' s a l a b e l , 

"AG" r e s e r v o i r , f o r t h e f i r s t group. "AF" f o r t h e 
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second g r o u p , "AE" f o r t h e t h i r d g r o u p , and "AC" f o r 

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

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

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

F or example, t h e "AG" r e s e r v o i r . The 

K a c h i n a 8-1 i s a s t r u c t u r a l p o s i t i o n i f you go o v e r 

t o t h e t h i r d column -- f r o m t h e t h i r d v a l u e f r o m t h e 

l e f t -- i t s s t r u c t u r a l p o s i t i o n i s minus 7179, and 

t h a t ' s on t o p o f t h e "AF" c a r b o n a t e . I'm u s i n g t h i s 

s t r u c t u r e map w h i c h i s on t o p o f t h e "AF" c a r b o n a t e , 

w h i c h i s b a s i c a l l y on t h i s s h a l e m a r k e r t h e r e . I f 

you go down t h e l i s t , t h e West C o r b i n 18 i s a t 7246, 

and I ' v e g o t a p a r e n t h e s i s a f t e r t h e s t r u c t u r a l 

v a l u e . The f o o t a g e low t h a t t h a t w e l l i s t o t h e 

h i g h e s t w e l l i n t h e p o o l i s t h e K a c h i n a 8-1. 

I n t h e case o f t h e 18, we're 67 f e e t l o w , 

and t h e n on down t h e l i s t . West C o r b i n 12 i s 78 

f e e t l o w , West C o r b i n 10 i s 9 1 , t h e C o r b i n S t a t e 

16-2 i s a t 214 f e e t down d i p f r o m t h e h i g h e s t w e l l 

i n t h e p o o l . I ' v e a l s o h i g h l i g h t e d , o r I'm s h o w i n g 

t h e h i s t o r i c a l w a t e r c u t , w h i c h i s t h e c u m u l a t i v e 

o i l p r o d u c e d t o d a t e , p l u s t h e c u m u l a t i v e w a t e r 

p r o d u c e d t o d a t e . T h a t number i s d i v i d e d i n t o t h e 

c u m u l a t i v e w a t e r , and I'm coming up w i t h a 

h i s t o r i c a l w a t e r c u t . T h a t ' s t h e second column f r o m 
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the l e f t . 

The f i r s t column i s the January 1991 

water c u t . I f you lo o k a t these water c u t s , you're 

g o i n g t o n o t i c e something t h a t ' s e x t r e m e l y 

i n t e r e s t i n g and e x t r e m e l y d i a g n o s t i c i n t e l l i n g 

about these r e s e r v o i r s . The Kachina 8-1 was 

completed i n January -- i n January of 1991. The West 

Co r b i n 8 -- i t had an o r i g i n a l water c u t of 2 

p e r c e n t . A l l r i g h t ? To d a t e , r i g h t now, we are not 

p r o d u c i n g any water from t h a t w e l l . I t has d r i e d 

up. The West Cor b i n 18, which i s 67 f e e t down d i p 

from t h e Kachina 8-1, s t a r t e d out w i t h a 13 p e r c e n t 

water c u t . I t i s not p r o d u c i n g any water now. The 

water has d r i e d up. 

Going 78 f e e t down d i p i n t o t h e West 

Co r b i n 12, the h i s t o r i c a l c u t i s 19 p e r c e n t , t h e 

c u r r e n t water c u t i s zero. I t ' s not p r o d u c i n g any 

water . Go 91 f e e t down d i p i n t o t h e West Cor b i n 

F e d e r a l Number 10, the h i s t o r i c a l c u t i s 58 p e r c e n t , 

the c u r r e n t c u t i s zero. Again, i t ' s d r i e d up. The 

o n l y w e l l t h a t ' s p r o d u c i n g water c u r r e n t l y i s t he 

Cor b i n S t a t e 16-1, which i s 214 f e e t down d i p , and 

t h a t ' s g o i n g from a 33 pe r c e n t c u t t o a 46 p e r c e n t 

c u t , and I ' d l i k e t o p o i n t out one o t h e r aspect of 

these numbers, which i s not c l e a r l y e v i d e n t here. 
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The West C o r b i n S t a t e 16-2 i s o n l y p r o d u c i n g 

p r o b a b l y 5 or 10 b a r r e l s of f l u i d a day. So when 

Hanley speaks of water h i t t i n g , i t ' s not l i k e t h e 

ocean i s coming t o seethe these w e l l s . 

B a s i c a l l y what's happening, t h e w e l l s are 

d e p l e t i n g , and the t o t a l -- the r a t i o i s changing, 

but t h e t o t a l volume of f l u i d i s d r o p p i n g , so you're 

not s e e i n g encroachment of water as such. You're 

j u s t s e eing t h e r e s e r v o i r d e p l e t i n g , and I b e l i e v e 

th e r e v e r s a l i n these water c u t numbers from 

h i s t o r i c a l t o p r e s e n t , suggests t h a t what we're 

seeing i s a s o l u t i o n gas d r i v e r e s e r v o i r , and 

expansion r e s e r v o i r as was t e s t i f i e d t o b e f o r e . 

I do not b e l i e v e t h e r e i s any element of 

a water d r i v e on t h i s r e s e r v o i r t h a t i s based on 

these numbers, and I a l s o don't b e l i e v e t h a t --

a c t u a l l y -- I'm s o r r y . I b e l i e v e t h a t t h i s r e v e r s a l 

i s t e l l i n g us t h a t we're -- we are p r o d u c i n g o f f t h e 

connate water f a i r l y e a r l y on i n the l i f e of these 

w e l l s , and t h a t a f t e r r o u g h l y 12 months or so of 

p r o d u c t i o n , you've produced the water out of the 

r e s e r v o i r , and you're j u s t p r o d u c i n g o i l a t t h a t 

p o i n t . 

Q. You were t a l k i n g about t h e "AG." I s 

t h a t same performance r e f l e c t e d i n the o t h e r 
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p r o d u c t i v e zones i n t h i s pool? 

A. Yes, i t i s . I f you look a t t h e "AF" 

r e s e r v o i r below t h a t , y o u ' l l see the same phenomena. 

You've got t o go r o u g h l y 217 f e e t down d i p b e f o r e 

you see s i g n i f i c a n t water c u t . Again, you're l o o k i n g 

a t low volumes. You see the same g e n e r a l phenomena 

i n t h e "AE" where you have t o go 270 f e e t down d i p . 

The "AC" i s the o n l y r e s e r v o i r t h a t shows 

s i g n i f i c a n t water c u t on the or d e r of anywhere from 

5 up t o 90 p e r c e n t . However, i f you l o o k a t t h i s 

t a b l e , y o u ' l l see t h a t the h i g h e s t w e l l --

MR. KELLAHIN: Mr. Chairman, I've been 

p a t i e n t , but I'm going t o o b j e c t . This w i t n e s s i s 

t e s t i f y i n g beyond h i s e x p e r i e n c e . He's not been 

q u a l i f i e d as a pe t r o l e u m engineer. We devoted our 

pe t r o l e u m engineer's d i s c u s s i o n t o the water 

encroachment p r o d u c t i o n q u e s t i o n s , and y e t we've got 

a g e o l o g i s t now t a l k i n g about e n g i n e e r i n g i s s u e s , 

and we o b j e c t t o t h i s as beyond h i s e x p e r t i s e . 

Q. (By Mr. Bruce) Let's me ask one 

q u e s t i o n . Mr. Thoma, you p e r s o n a l l y reviewed t h e 

w e l l water p r o d u c t i o n a l f i g u r e s ? 

A. Yes, I d i d . 

MR. KELLAHIN: Same o b j e c t i o n . 

COMMISSIONER LAMAY: I don't t h i n k t h e r e ' s any 
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problem w i t h him t e s t i f y i n g t o what he's observed 

and what he has c a l c u l a t e d . I f he's h o l d i n g h i m s e l f 

out as a g e o l o g i s t , he can c e r t a i n l y c a l c u l a t e 

w a t e r . Now when we get an e n g i n e e r i n g c a l c u l a t i o n 

you may be r i g h t , and I ' l l d ecide t h a t i s s u e , b u t i f 

he gets beyond what I c o n s i d e r a g e o l o g i s t ' s 

p r e r o g a t i v e . He can t a l k about water. 

A. Let me f i n i s h t h i s p o i n t . I t h i n k I may 

be g e t t i n g long-winded about the water. The 

c o n c l u s i o n here; one i s the f a c t t h a t we're not 

l o o k i n g a t a water d r i v e because of the water c u t . 

The second, i f you lo o k a t "AC," I was 

about t o say t h a t the h i g h e s t w e l l i n t h a t p o o l a t 

7187 i s t h e West Corbin Federal Number 26. I f you 

go t o t h e lo w e s t w e l l i n t h a t p o o l , which i s t h e 

West C o r b i n 14, which i s 135 f e e t down d i p , i t has a 

lower water c u t then the h i g h e s t w e l l i n t he f i e l d 

s t r u c t u r a l l y , and t h a t ' s the d i f f e r e n c e of thos e . 

I t ' s r e a l l y s t r u c t u r a l . Water p r o d u c t i o n i s not 

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

Q. W e l l , l e t ' s get back t o the s t r u c t u r e . 

Mr. Thoma. What amount of s t r u c t u r a l advantage does 

Hanley's proposed l o c a t i o n have over Santa Fe's 

proposed l o c a t i o n i n the Wolfcamp? 

A. I n the Wolfcamp i t has a p p r o x i m a t e l y 10 
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f e e t . 

Q. Much l e s s t h a n t h e 200 f e e t t h a t seems 

t o be a p r o b l e m ? 

A. Yes. 

Q. I n y o u r o p i n i o n , i s t h e Santa Fe 

p r o p o s e d l o c a t i o n s u p e r i o r g e o l o g i c a l l y t o H a n l e y ' s 

Wolfcamp l o c a t i o n ? 

A. Yes, i t i s . 

Q. Couple o f f i n a l i s s u e s b e f o r e we move 

o u t o f t h e Wolfcamp and i n t o a b r i e f Bone S p r i n g s 

d i s c u s s i o n . Would you p l e a s e i d e n t i f y E x h i b i t E, 

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

me? 

A. E x h i b i t E i s a t w o - w e l l c r o s s s e c t i o n . 

I t e x h i b i t s t h e same c o r r e l a t i o n s as shown on t h e 

same v e r t i c a l s c a l e as t h e c r o s s s e c t i o n on 

E x h i b i t A. 

Q. Which w e l l s a r e i n v o l v e d ? 

A. I t i n v o l v e s t h e A z t e c O i l and Gas, West 

C o r b i n Number 1, w h i c h i s l o c a t e d i n 

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. T h a t ' s l o c a t e d 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 . 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 i s t h e S o u t h l a n d 

R o y a l t y West C o r b i n F e d e r a l Number 5, w h i c h i s 

l o c a t e d i n t h e s o u t h w e s t o f t h e n o r t h w e s t o f 
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S e c t i o n 17. 

Q. Okay. W i l l the r e s e r v o i r e ngineer 

f u r t h e r d i s c u s s these w e l l s ? 

A. Yes . 

Q. And l o o k i n g a t E x h i b i t A -- a few m i l e s 

t o t h e west are some w e l l s i n S e c t i o n 16. I guess 

t h a t ' s 18 s o u t h , 32 e a s t . Would you b r i e f l y d i s c u s s 

those w e l l s f o r the commission? 

A. The two producers i n S e c t i o n 16 i n the 

n o r t h e a s t / n o r t h e a s t , and i n the s o u t h e a s t / n o r t h e a s t 

were d r i l l e d by M i t c h e l l Energy i n -- I'm s o r r y . By 

Merdian on a M i t c h e l l farmout. They are p r o d u c i n g 

from the b a s a l Wolfcamp "AG" r e s e r v o i r , which i s the 

same r e s e r v o i r which produces a t the Kachina 8-1. 

Q. Are those w e l l s based on 40 acres? 

A. Yes, they a r e . 

Q. And w i l l our engineer f u r t h e r d i s c u s s 

those w e l l s as w e l l ? 

A. Yes, he w i l l . 

Q. Well l e t ' s move on t o the Bone S p r i n g s , 

Mr. Thoma, and I r e f e r you t o E x h i b i t F, and b r i e f l y 

d i s c u s s what you foresee i n the Bone S p r i n g s . 

Q. I n the Bone Springs t h e r e are two 

p r i m a r y pays. I n the Young North and South C o r b i n 

area, t h e y ' r e shown on the cross s e c t i o n , which i s 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

17 1 

an e a s t / w e s t c r o s s s e c t i o n . The p o i n t A' i s o v e r i n 

t h e Young N o r t h f i e l d , t r a v e r s e s two w e l l s i n t h e 

Young N o r t h -- a c t u a l l y t h r e e w e l l s i n t h e Young 

n o r t h p o o l : t h e Santa Fe Energy Sharp S h o o t e r 2 

Number 1, t h e S o u t h l a n d R o y a l t y West C o r b i n F e d e r a l 

Number 19 and S o u t h l a n d R o y a l t y West C o r b i n F e d e r a l 

Number 7 -- and t h e n i t jumps o v e r i n t o t h e Santa 

Fe, t h e p r o p o s e d Santa Fe K a c h i n a 8-1 l o c a t i o n --

8-2 l o c a t i o n , excuse me -- r u n s n o r t h t h r o u g h t h e 

H a n l e y , e a s t t h r o u g h t h e K a c h i n a 8-1, and n o r t h e a s t 

i n t o t h e K a c h i n a 5 Number 1. And what we see a r e 

t h e two p o o l s i n t h e N o r t h Young f i e l d a r e a . The 

u p p e r member I'm c a l l i n g t h e S n i p e r d o l o m i t e . The 

l o w e r member i s t h e Young Deep. 

The o i l / w a t e r c o n t a c t i n t h e Young N o r t h 

and t h e S n i p e r p o o l i s a t (-4604') The o i l / w a t e r 

c o n t a c t i n t h e Young Deep i s a t ( - 4 6 4 5 ' ) . These two 

maps a t t h e t o p r i g h t l e f t h a n d s i d e o f t h e montage 

show t h e t o p l e f t h a n d map i s an i s o p o r o s i t y map, and 

t h e S n i p e r d o l o m i t e u s i n g 8 p e r c e n t n e u t r o n c u t o f f , 

and i t shows a d i s t r i b u t i o n o f t h e S n i p e r d o l o m i t e 

i n t h e Young N o r t h a r e a . Moving on t o t h e e a s t i n 

t h e K a c h i n a a r e a , I'm s h o w i n g t h e d i s t r i b u t i o n i n 

t h a t a r e a as w e l l . 

The company map i s a s t r u c t u r e map 
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prepared on t o p of the Sniper d o l o m i t e , and the two 

w e l l s on t h e r i g h t h a n d s i d e of the montage address 

the Young Deep p o o l . The green c o l o r i n g on t he 

montage i s h i g h l i g h t i n g the o i l p o o l , or t h e 

p r o s p e c t i v e o i l p o o l , i n the case of the Kachina 

p r o s p e c t area, and the water column i n both pools i n 

bot h t h e Young Deep pool and the Sniper p o o l . 

Looking f i r s t a t the Young Deep poo l you 

can see im m e d i a t e l y t h a t the Young Deep p o o l t r a i l s 

o f f t o t he south e a s t and e s s e n t i a l l y i s wet across 

b o t h t h e Hanley l o c a t i o n and the Santa Fe energy 

l o c a t i o n . 

On t h e o t h e r hand, the Sniper p o o l --

o r i g i n a l l y we had p r o j e c t e d -- we had p r o j e c t e d t h i s 

p o o l t o extend -- t o extend r i g h t across t h i s 

acreage and be one c o n t i n o u s r e s e r v o i r , and you saw 

t h a t montage t h i s morning. Because of data we've now 

a c q u i r e d i n the 5-1, I b e l i e v e they are not -- t h e 

Sniper i s not one con t i n u o u s p o o l , but r a t h e r i s 

segregated. That t h e r e i s , i n f a c t , an area of 

n o n d e p o s i t i o n , of breach, between a pod of Sniper 

d o l o m i t e developed i n the Kachina area and t h e 

p r o d u c t i v e pod developed i n the Young No r t h area. 

The reason I've drawn t h i s c o n c l u s i o n i s because t h e 

o i l / w a t e r c o n t a c t --
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Q. J u s t f o r a minute, Mr. Thoma, back up 

and s t a t e what you found i n the 8 #1 w e l l . 

A. A l l r i g h t . I n the 8 #1 w e l l , we 

p e n e t r a t e d about t e n f e e t of d o l o m i t e pay which 

c a l c u l a t e s p r o d u c t i v e . We d i d not t e s t i t , b ut i t 

c a l c u l a t e s p r o d u c t i v e . On t o p of a p p r o x i m a t e l y 50 

t o 60 f e e t of f r a c t u r e d -- f a i r l y t i g h t , b ut 

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

s e c t i o n was the e q u i v a l e n t of the Sniper d o l o m i t e t o 

the west, so we c o r r e l a t e d those -- we brought those 

t o g e t h e r and we i n c l u d e d t h i s upper bed, which I'm 

now c a l l i n g t h e Sniper s h i n g l e -- i n i t s e n t i r e 

i n t e r v a l . 

W e l l , i f you f o l l o w t h a t l o g i c across 

t h i s s t r u c t u r a l cross s e c t i o n , we should have had 

a p p r o x i m a t e l y 50 t o 60 f e e t of o i l column i n the 

f i v e l i n e . I n f a c t , we got a l o t of water c o n t a c t , 

which we based on c a l c u l a t i o n s i n the v i c i n i t y of 

p o r o s i t y c a p a c i t y zones, which i s a t 4513, which i s 

s i g n i f i c a n t l y above t h e low proven o i l t h a t we see 

i n Sniper s h i n g l e i n the 8-1 w e l l . Consequently, I 

b e l i e v e t h i s s h i n g l e i s a l o c a l l y i s o l a t e d pod of 

d o l o m i t e , which i s j u s t l a y i n g on t o p of the Sniper 

d o l o m i t e p r o p e r , and i f you lo o k a t the s t r u c t u r e 

s e c t i o n , or the s t r u c t u r e map, on the S n i p e r , and 
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you use t h e p r o j e c t e d Sniper o i l / w a t e r c o n t a c t of 

4513, y o u ' l l see t h a t i t s k i r t s t h e v e r y n o r t h e r n 

edge of t h e Hanley l e a s e , and i t loo k s now l i k e 

Hanley's l o c a t i o n , as w e l l as o u r s , w i l l b o t h be wet 

i n t h e main Sniper body. 

The o n l y o b j e c t i v e I b e l i e v e t h e y have 

r e m a i n i n g i n t h e Snip e r , or i n the ca r b o n a t e , i s 

t h i s s h i n g l e . I t w i l l be up d i p t o our w e l l , t h e 

8 #1, our f i r s t w e l l , but I might p o i n t o u t , t h i s 

s h i n g l e does not appear i n any o t h e r w e l l s out 

t h e r e . I f you go t o the 5-1, you have a c l e a n 

c a r b o n a t e here but i t ' s t i g h t . There's no p o r o s i t y 

developed i n i t . I f you go west t o the Southland 

R o y a l t y West Corbin Federal Number 7, the n e a r e s t 

w e l l t o t he west, i t ' s not pr e s e n t t h e r e . I t ' s a l s o 

not p r e s e n t i n the West Cor b i n 26, the n e a r e s t w e l l 

t o t h e so u t h . 

The o t h e r p o i n t I might make i s t h a t we 

haven't e s t a b l i s h e d where t h e o i l / w a t e r c o n t a c t i s , 

i n t h i s s h i n g l e , so t h e r e ' s two v a r i a b l e s . One i s 

how b i g i s i t ? And two, where i s the o i l / w a t e r 

c o n t a c t ? I t ' s p o s s i b l e t h a t we may encounter o i l a t 

our l o c a t i o n because we don't know where t h e c o n t a c t 

i s , b ut c e r t a i n l y , Hanley has p r o b a b l y the lower 

r i s k because i t w i l l be h i g h . The q u e s t i o n i s 
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w h e t h e r o r n o t t h i s w e l l d e v e l o p s i n a 

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

s i g n i f i c a n t p o o l -- c o m m e r c i a l l y s i g n i f i c a n t p o o l . 

Q. F i n a l l y , Mr. Thoma, c o u l d you make a 

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

t h e w e l l t o be d r i l l e d ? 

A. I w o u l d l i k e t o see a 200 p e r c e n t 

p e n a l t y e s t a b l i s h e d . 

Q. And what do you base t h a t on? 

MR. KELLAHIN: W e ' l l o b j e c t Mr. Chairman. 

COMMISSIONER LAMAY: On what p o i n t o f o r d e r ? 

MR. KELLAHIN: Mr. H a n l e y was t h e a p p e l l a n t 

w i t h r e g a r d s t o t h e o r d e r . Santa Fe Energy d i d n o t 

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

o f t h e e x a m i n e r o r d e r . The e x a m i n e r f o u n d 

100 p e r c e n t r i s k - f a c t o r p e n a l t y . They a r e s t u c k 

w i t h i t . T h i s t e s t i m o n y i s i r r e l e v a n t t o t h a t 

i s s u e . They have conceded t h e p o i n t and w a i v e d t h e 

o p p o r t u n i t y t o c o m p l a i n . 

MR. BRUCE: T h i s i s a De Novo h e a r i n g , 

Mr. Chairman. E v e r y t h i n g i s up f o r g r a b s . 

MR. KELLAHIN: On my a p p l i c a t i o n , 

Mr. Chairman --

( D i s c u s s i o n o f f t h e r e c o r d between Mr. Lamay 

and Mr. S t o v a l l . ) 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

176 

COMMISSIONER LAMAY: Deny your r e q u e s t . We 

don't accept t h a t . De Novo i s open, so proceed w i t h 

your comment on the r i s k p e n a l t y . 

A. I b e l i e v e the r i s k p e n a l t y s h o u l d be 200 

p e r c e n t because of the r i s k a s s o c i a t e d w i t h d r i l l i n g 

f o r t h e Wolfcamp w e l l . We have f i v e o b j e c t i v e s i n 

the Wolfcamp. There are many i n s t a n c e s t h a t b o t h 

Hanley and Santa Fe have c i t e d where 40-acre o f f s e t s 

do not encounter t h e a n t i c i p a t e d r e s e r v o i r 

c o n d i t i o n s , and based on t h i s r e s e r v o i r v a r i a b i l i t y , 

we would l i k e t o see a h i g h r i s k assessed. 

Q. (By Mr. Bruce) What i s the proposed 

depth of e i t h e r of the two proposed l o c a t i o n s --

depth of t h e w e l l ? 

A. Our proposed depth i s 11,450 f e e t . 

Q. Were E x h i b i t s A t h r o u g h F prepared by 

you or under your d i r e c t i o n , Mr. Thoma? 

A. Yes, they were. 

Q. And i n your o p i n i o n , does t h e g r a n t i n g 

of Santa Fe's a p p l i c a t i o n and the d e n i a l of Hanley's 

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

p r e v e n t i o n of waste and the p r o t e c t i o n of d r i l l i n g 

r i g h t s ? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I move t he admission 
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of Santa Fe's E x h i b i t A t h r o u g h F. 

COMMISSIONER LAMAY: E x h i b i t s A t h r o u g h F w i l l 

be a d m i t t e d i n t o the r e c o r d w i t h o u t o b j e c t i o n . 

Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Chairman. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. As long as we have t h e Bone Springs 

d i s p l a y up, Mr. Thoma, l e t ' s spend a few minutes 

about t h e changes i n the i n t e r p r e t a t i o n you've made 

from t h e examiner h e a r i n g t o now w i t h regards t o t h e 

Bone S p r i n g s . 

A. A l l r i g h t . 

Q. At the examiner h e a r i n g , what was the 

s t r u c t u r a l r e l a t i o n s h i p between t h e Hanley l o c a t i o n 

and t h e Santa Fe l o c a t i o n i n terms of v e r t i c a l 

d i s t a n c e i n Bone Springs? 

A. S t r u c t u r a l p o s i t i o n ? 

Q. Yes, s i r . 

A. I b e l i e v e -- I don't r e c a l l , Tom. I 

don't r e c a l 1 . 

Q. A p p r o x i m a t e l y 100 f e e t , I t h i n k i t was, 

i f I'm not mista k e n . I don't want t o misunderstand 

your d i s p l a y . 

A. Yeah. This map hasn't e s s e n t i a l l y 
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changed between those two l o c a t i o n s . The 5-1 d i d 

come i n s u b s t a n t i a l l y h i g h e r t o where I had i t . You 

can see t h a t I've had t o p u l l t h i s c o n t o u r down t o 

honor t h a t p o i n t , but t o answer your q u e s t i o n , 

yeah. I t l o o k s l i k e we're s t i l l about 100 f e e t low 

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

Q. Okay. When we were a t the examiner 

h e a r i n g and we were t a l k i n g about t h e Lower Bone 

Springs -- t h e Young Deep d o l o m i t e -- you conceded 

a t t h a t p o i n t t h a t Hanley enjoyed a s t r u c t u r a l 

advantage i n t h e Young Deep, but based upon l o g 

c a l c u l a t i o n s p r i n c i p a l l y d e r i v e d from your a n a l y s i s 

of the i n f o r m a t i o n on the 8-1 t h a t b o t h t h e Hanley 

and t h e Santa Fe l o c a t i o n should be west; i s t h a t a 

c o r r e c t r e c o l l e c t i o n ? 

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

Q. What i s the lowest o i l c o n t a c t i n t h e 

Young Deep t h a t ' s a c t u a l l y been p e n e t r a t e d , t e s t e d , 

t o d e t e r m i n e whether or not t h a t we can produce o i l 

i n t h e Young Deep? 

A. Where t h e r e ' s a c t u a l l y been a c o n t a c t i n 

o i l over water c o n t a c t ? 

Q. Yes, s i r . 

A. On a log? 

Q. Not on l o g s , but a c t u a l d r i l l stem t e s t s 
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or p r o d u c t i o n t e s t s . What i s the lowes t s t r u c t u r a l 

i n t e r v a l ? 

A. The lowest s t r u c t u r a l p o i n t i n ti m e 

would p r o b a b l y be our Sharp Shooter 5 number --

Sharp Shooter 2 Number 5, and the 

s o u t h e a s t / s o u t h e a s t 2, and the o i l / w a t e r c o n t a c t i s 

i n t h a t w e l l . We p e r f o r a t e d and t e s t e d the Young 

Deep zone i n t h a t w e l l . 

Q. Okay. And as you f o l l o w t h en t h e l i n e 

of c o n t o u r f o r t h e s t r u c t u r e , you have no 

r e s e r v a t i o n t h a t the Young Deep i s going t o be wet 

i n b o t h t h e Hanley and the Santa Fe l o c a t i o n ? 

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

Q. When we moved up i n the Bone Springs and 

got t o t h e Sniper d o l o m i t e t h a t you've i d e n t i f i e d a t 

the examiner h e a r i n g , you assigned a d i f f e r e n c e 

t h e r e because as a r e s u l t of s t r u c t u r a l p o s i t i o n and 

u s i n g t h e 8-1 l o g on l o g c a l c u l a t i o n s , you 

a n t i c i p a t e d t h a t the Hanley l o c a t i o n would be o i l 

p r o d u c t i v e . 

A. I n the Sniper. 

Q. I n the Snip e r , r i g h t , and t h a t l o w e r i n g 

the s t r u c t u r e i n t he Santa Fe i t would be wet? 

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

Q. A l l r i g h t . When you lo o k a t the Sn i p e r , 
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what i s t h e l o w e s t t e s t e d o i l i n t h e S n i p e r 

d o l o m i t e ? 

A. The l o w e s t t e s t e d o i l i n t h e S n i p e r i s 

i n t h e w e l l . T h e r e ' s two answers t o t h a t q u e s t i o n . 

Okay? I t depends on what v i n t a g e o f o i l s you want 

t o l o o k a t . The l o w e s t s t r u c t u r a l p o s i t i o n was o v e r 

h e r e on t h e Heyco base, and Heyco can t e s t i f y t o 

t h i s l a t e r i f t h e y so choose, b u t we d r i l l e d t h e 

West C o r b i n F e d e r a l Number 19 w i t h M e r i d i a n and 

e n c o u n t e r e d an o i l / w a t e r c o n t a c t i n t h e S n i p e r -- i n 

t h a t w e l l . I t ' s been p e r f o r a t e d , t e s t e d , and i t 

t e s t e d a p e r f o r a t e d p o r o s i t y o i l / w a t e r c o n t a c t . As 

a r e s u l t , we're p r o d u c i n g s i g n i f i c a n t volume o f 

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

Q. U s i n g t h a t w e l l as t h e c o n t r o l , what i s 

t h e s t r u c t u r a l p o i n t a t w h i c h we have t h e o i l / w a t e r 

c o n t a c t i n t h a t w e l l ? 

A. 4604. 

Q. And as we f o l l o w t h e 4604 c o n t o u r l i n e , 

a t t h e e x a m i n e r h e a r i n g t h e n , t h a t l i n e a l m o s t c u t 

t h e n o r t h 40 f r o m t h e s o u t h 40 a t t h a t s t r u c t u r a l 

p o i n t , d i d n ' t i t ? 

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

Q. And so s o u t h o f t h e l i n e was wet because 

o f t h e c o n t r o l f r o m t h e Heyco w e l l . N o r t h o f i t was 
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p o t e n t i a l l y o i l p r o d u c t i v e , and you had made l o n g 

c a l c u l a t i o n s on t he 8-1 w e l l , which you had a t t h a t 

t i m e , and i t c a l c u l a t e d t o be o i l i n the 8-1, d i d i t 

not? 

A. R i g h t . I n t h i s upper s h i n g l e . 

Q. Now the new data i s the 5-1 i n which we 

have another c o n t r o l p o i n t t h a t i s n o r t h and east of 

the 8-1 w e l l . 

A. R i g h t . C o r r e c t . 

Q. The Hanley l o c a t i o n and the 5-1 are 

sep a r a t e d by the 8-1, r i g h t ? P h y s i c a l l y , I mean, on 

s u r f a c e , h o r i z o n t a l l y , you see j u s t a d j u s t e d 

p o s i t i o n s of t he w e l l . When we lo o k a t the 8-1 on 

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

the Sniper d o l o m i t e ; r i g h t ? 

A. Where are we going w i t h t h i s ? 

Q. Answer my q u e s t i o n , Mr. Thoma. 

A. I f you assume t h a t t h i s r e s e r v o i r --

t h a t t h e s h i n g l e i s i n communication w i t h t h i s 

r e s e r v o i r , yes. 

Q. Okay. When we get t o 5-1 -- t h e r e ' s no 

t e s t on t he Sniper d o l o m i t e -- you have a l o g 

c a l c u l a t i o n a g a i n , don't you? 

A. That's a b s o l u t e l y c o r r e c t . 

Q. Okay. And t h a t 5-1 i s a t a h i g h e r 
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s t r u c t u r a l p o s i t i o n than e i t h e r t h e 8-1 or the 

Hanley l o c a t i o n ? 

A. That's a b s o l u t e l y c o r r e c t , b u t we have 

p a r t i c i p a t e d i n a number of w e l l s i n the Bone 

Springs area. We have come t o the e m p i r i c a l 

c o n c l u s i o n , and we've t e s t e d t h i s c o n c l u s i o n t h r o u g h 

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

i n d i c a t e d p e r m e a b i l i t y i n the d o l o m i t e -- the Bone 

Springs d o l o m i t e -- and they e x h i b i t r e c i v i d i t i e s 

r e g a r d l e s s of the p o r o s i t y ; l e s s than 100 ohms. 

I t ' s wet. I f your b u l k volume water numbers are 

l e s s t h a n .015, maybe .02 a t the most, i t ' s wet. 

That's why M e r i d i a n came over here and t e s t e d t h e 

w a t e r , because they saw 90 p e r c e n t p o r o s i t y . They 

c a l c u l a t e d i t o u t , 20 p e r c e n t water s a t u r a t i o n . 

That s h o u l d be p r o d u c t i v e ; i t ' s not wet. 

Q. When we look a t the 8-1 w e l l on l o g 

c a l c u l a t i o n s , t h a t c a l c u l a t i o n hasn't changed, has 

i t ? I t ' s s t i l l o i l , i s n ' t i t ? 

A. Not i n the s h i n g l e i t has n o t . The 

s h i n g l e has o i l i n i t , but the s h i n g l e i s not i n t h e 

r e s e r v o i r ' s communication w i t h t h e Sni p e r . 

Q. And you now have co n t o u r e d t h i s so t h a t 

t h i s S niper s h i n g l e doesn't extend over i n t o t h e 

Hanley l o c a t i o n ? 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

183 

A. I t may very w e l l . I'm not s a y i n g t h a t 

i t d oesn't, Tom. I'm s a y i n g I don't know. There 

are no c o n t r o l p o i n t s out t h e r e . I mean, I 

c e r t a i n l y c o u l d say, " W e l l , i t ' s going t o be 

d e p o s i t e d i n a n o r t h / s o u t h d i r e c t i o n o f f of the Bone 

S p r i n g range," which i t p r o b a b l y i s . Okay? 

Q. I'm t r y i n g t o understand your p o s i t i o n , 

Mr. Thoma. At the examiner h e a r i n g , we have a w e l l 

t e s t t h a t g i v e s us the lowest o i l / w a t e r c o n t a c t i n 

the Heyco w e l l . You've got a l o g c a l c u l a t i o n f o r 

th e Number 8-1 w e l l t h a t hasn't changed, t h a t shows 

the Sniper d o l o m i t e t o have o i l i n i t . The Hanley 

w e l l has a s t r u c t u r a l advantage t o the Heyco i n the 

8-1 w e l l , and you conclude i t should have o i l i n the 

Sniper d o l o m i t e . Now t e l l me what has changed. 

A. We d r i l l e d a w e l l up d i p of t h e Hanley 

l o c a t i o n , and up d i p of the 8 # 1 , which encountered 

the S n i p e r . 

Q. Okay. 

A. The Sniper o i l / w a t e r c o n t a c t i n t h a t 

w e l l i s above the o i l / w a t e r c o n t a c t i f you were t o 

p i c k i t i n t h i s area, so you have t o p e r f o r m a minor 

m i r a c l e f o r those two r e s e r v o i r s t o be i n 

communication. You've got water above here. 

Q. So t h a t does not d i s p e l t h e f a c t t h a t 
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t h i s S n i p e r s h i n g l e , as you've so i d e n t i f i e d i t i n 

t h e 8-1 w e l l , i s t h e o i l s h i n g l e i n t h i s u p p e r 

S n i p e r t h a t c o u l d e x t e n d i n t o t h e H a n l e y l o c a t i o n ? 

A. I t c e r t a i n l y c o u l d . 

Q. L e t ' s t a k e t h a t down and go t o t h e 

Wolfcamp, i f you p l e a s e . 

A. But by t h e same t o k e n , i f y o u ' r e g o i n g 

t o p l a y t h a t game, Tom --

Q. I'm n o t p l a y i n g games, Mr. Thoma. I'm 

j u s t a s k i n g you some q u e s t i o n s . I f y o u ' l l r e s p o n d 

t o my q u e s t i o n s -- t h e comments f r o m t h e w i t n e s s a r e 

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

COMMISSIONER LAMAY: He i s r e s p o n d i n g . 

Q. (By Mr. K e l l a h i n ) Mr. Thoma, when we 

l o o k a t y o u r t h r e e i s o p a c h s on t h e Wolfcamp 

c a r b o n a t e , am I c o r r e c t i n r emembering f r o m t h e 

e x a m i n e r h e a r i n g , t h e "AF," t h e "AE," and t h e "AG" 

had an o r i e n t a t i o n t o i t . I t was 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 t o t h e t h i c k n e s s o f 

t h a t c a r b o n a t e ; c o r r e c t ? 

A. Yes. 

Q. Okay. And you and t h e H a n l e y g e o l o g i s t s 

d i s a g r e e a b o u t t h e o r i e n t a t i o n . They had made i t 

p e r p e n d i c u l a r t o what t h e y t h o u g h t was t h e r e e f 

f r o n t on t h e s t r u c t u r e , and you have g o t an 
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o r i e n t a t i o n t h a t i s n o r t h e a s t t o southwest; r i g h t ? 

A. (Witness nods head.) 

Q. What i s your e x p l a n a t i o n f o r t h e f a c t 

t h a t i n each of the t h r e e Wolfcamp carbonate's 

isopachs t h a t t h e y have a s i m i l a r o r i e n t a t i o n ? How 

does t h a t happen? 

A. I t ' s a f u n c t i o n of the data t h a t ' s 

t h e r e , Tom. We can -- i t ' s not a f u n c t i o n of t he 

acreage p o s i t i o n . I f our map i s a f u n c t i o n of our 

acreage p o s i t i o n , I'm a f r a i d I ' d be unemployed. I 

t h i n k our success r a t i o i n here t e s t i f i e s t o t h e 

f a c t t h a t we a r e , i n f a c t , e v a l u a t i n g s p e c i f i c 

o b j e c t i v e s . 

Q. The data g i v e s you an o r i e n t a t i o n 

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

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

t h a t k i n d of o r i e n t a t i o n t o t he carbonate p i c t u r e ? 

A. Sure. 

Q. What i s i t ? 

A. I went i n t o i t a t l e n g t h j u s t a few 

minutes ago. I f you b e l i e v e t h a t t h e Wolfcamp slope 

has a low angle as i t f l o w s , and t h a t t h e v e l o c i t y 

of t h e sediments being t r a n s p o r t e d down t h a t s lope 

was l e s s t han t h e v e l o c i t y of t he ocean bottom 

c u r r e n t s , t h en t h e more q u a l i t y of t he r e s u l t i n g 
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d e p o s i t s when t h e sediments came t o r e s t does not 

n e c e s s a r i l y have t o r e f l e c t any s p e c i f i c a l i g n m e n t 

w i t h r e s p e c t t o the o r i g i n a l s h e l f edge, and, i n 

f a c t , i f you lo o k a t the o r i e n t a t i o n of Kemnitz 

f i e l d , which i s a Wolfcamp s h e l f edge r e e f , y o u ' l l 

see t h a t t h e o r i e n t a t i o n of t h a t i s 

n o r t h e a s t / s o u t h w e s t . 

Assuming normal d e p o s i t i o n -- or 

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

i t , b o t h my i n t e r p r e t a t i o n and Hanley's i s wrong. 

The f a c t of t he m a t t e r i s , the carbonates are 

developed i n a n o r t h e a s t / s o u t h w e s t d i r e c t i o n . The 

data s u p p o r t s t h a t c o n c l u s i o n , and our d r i l l i n g t h a t 

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

Q. I f we lo o k a t "AG" and the "AF," t h e y ' r e 

t h e o n l y ones I can see c l e a r l y here, t h e "AF" has 

the same o r i e n t a t i o n as the "AG," r i g h t ? 

A. (Witness nods head.) 

Q. When you as a g e o l o g i s t are e x p l o r i n g 

f o r c arbonate f o r the p r o d u c t i o n i n the Wolfcamp, am 

I c o r r e c t i n knowing t h a t your o b j e c t i v e i s t o 

p e n e t r a t e one of these isopachs a t the p o i n t of 

g r e a t e s t t h i c k n e s s ; t r u e ? 

A. Provided the spacing a l l o w s i t , c o r r e c t . 

Q. Okay. The idea i s you have t h e g r e a t e s t 
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chance t o g e t t h e b e s t k i n d o f w e l l i f you g e t t o 

t h e t h i c k e s t p o i n t i n t h e c a r b o n a t e ; r i g h t ? 

A. R i g h t . 

Q. And so t h e d e v i c e i s f o r t h e g e o l o g i s t 

t o f i n d some r e l i a b l e i n f o r m a t i o n t h a t he has 

c o n f i d e n c e i n and t o map an i s o p a c h ; r i g h t ? 

A. R i g h t . 

Q. When we go t o t h e "AG" c a r b o n a t e and we 

f i n d t h e "AG" zone i n t h e 8-1 amount w e l l , t h a t ' s 

t h e p r o d u c t i v e c a r b o n a t e t h a t ' s now p r o d u c i n g i n t h e 

8-1 w e l l ; i s n ' t i t ? 

A. The "AG." 

Q. The "AG." 

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

Q. How many f e e t o f t h i c k n e s s o f n e t c l e a n 

c a r b o n a t e do you have i n t h e "AG" zone i n t h e 8-1 

w e l l ? 

A. The t h i c k n e s s i n t h e 8-1 i s v e r y c l o s e 

t o t h e same t h i c k n e s s t h a t you have i n t h e 5 - 1 , 

w h i c h i s n o n p r o d u c t i v e . The r e a s o n t h e 5-1 i s 

n o n p r o d u c t i v e i s because o f t h e d i f f e r e n c e i n 

m i n e r o l o g y . 

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

i n t h e "AG" zone? 

A. 31 f e e t . 
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Q. On the "AF" isopach? 

A. That's on the "AG" isopach. 

Q. On the "AG" isopach? 

A. Do you have t h a t on your map? 

Q. No, s i r . 

A. The "AG" i s 31. 

Q. Okay. We f i n d t h e 5-1, we get 

a p p r o x i m a t e l y t h e same t h i c k n e s s , and i t doesn't 

produce. The d r i l l stem t e s t , i t doesn't produce? 

A. I t doesn't have f r a c t u r e s . 

Q. Okay. When we lo o k a t the l o c a t i o n i n 

the s o u t h e a s t of the n o r t h e a s t of S e c t i o n 8, t h a t ' s 

a Wolfcamp t e s t , i s i t not? 

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

Q. And t h a t w e l l was d r i l l e d by t h a t 

o p e r a t o r , and they t e s t e d the "AG" carbonate and 

abandoned t h a t zone, d i d they not? 

A. They d i d , but not w i t h o u t e n c o u n t e r i n g 

s i g n i f i c a n t shows of hydrocarbons. They e l e c t e d not 

t o complete, and I might p o i n t out t h a t t h a t w e l l 

was d r i l l e d p r i o r t o p r o b a b l y 80 p e r c e n t of t h e 

a c t i v i t y i n t he Wolfcamp i n t h i s area. 

Q. A l l r i g h t . When we lo o k a t your t h r e e 

isopachs on the ca r b o n a t e s , and we l o o k a t the 

M e r i d i a n / S o u t h l a n d R o y a l t y l o c a t i o n s , they've s t a y e d 
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i n t h e east h a l f of S e c t i o n 7. How would you r a t e 

the n o r t h e a s t versus t h e sou t h e a s t of t h a t s e c t i o n ? 

A. The n o r t h e a s t / n o r t h e a s t versus t h e 

so u t h e a s t --

Q. S o u t h e a s t / n o r t h e a s t . Which i s t h e 

b e t t e r l o c a t i o n ? 

A. The b e t t e r l o c a t i o n would be the 

so u t h e a s t and the n o r t h e a s t . 

Q. Why i s t h a t the b e t t e r l o c a t i o n ? 

A. R i g h t now because of the t h i c k n e s s --

the r e s e r v o i r t h i c k n e s s . 

Q. Okay. 

A. I t does not mean t h a t we would d r i l l i t , 

though. 

Q. I und e r s t a n d , but based upon r e s e r v o i r 

t h i c k n e s s t h e n , i f Santa Fe's l o c a t i o n s i s approved, 

th e Southland R o y a l t y l o c a t i o n i s going t o be a 

d i r e c t west o f f s e t based on t h i c k n e s s , i s n ' t i t ? 

A. No, because M e r i d i a n i s the o p e r a t o r and 

they've a l r e a d y i n d i c a t e d t o us t h a t t h e i r i n t e n t 

would be t o honor 80-acre d i a g o n a l s p a c i n g . 

Q. What i s Santa Fe's i n t e n t ? Does Santa Fe 

propose t h a t t h e y w i l l p a r t i c i p a t e i n e i t h e r one of 

those w e l l s ? 

A. We have not r e c e i v e d a p r o p o s a l from 
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M e r i d i a n y e t . We have n o t e v a l u a t e d t h e p r o p o s a l . 

The o f f s e t i s a 4 0 - a c r e o f f s e t t o t h e w e s t . I t h i n k 

we w i l l p r o b a b l y n o t p a r t i c i p a t e . I t w o u l d be my 

r e c o m m e n d a t i o n as a g e o l o g i s t t h a t we do n o t 

p a r t i c i p a t e based on t h e e n g i n e e r i n g p r e s s u r e d a t a 

t h a t I ' v e seen i n t h e a r e a -- n o t based on g e o l o g y , 

b u t based on e n g i n e e r i n g . 

Q. So y o u r r e c o m m e n d a t i o n i s t h a t Santa Fe 

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

t h e Santa Fe l o c a t i o n ? 

A. I t w o u l d be my r e c o m m e n d a t i o n t h a t t h e y 

n o t p a r t i c i p a t e . I d o n ' t know what Santa Fe w i l l 

do . 

Q. I l i k e y o u r r e c o m m e n d a t i o n , Mr. Thoma. 

What a b o u t t h e n o r t h e a s t and t h e n o r t h e a s t o f 7, 

w o u l d you recommend p a r t i c i p a t i n g i f t h a t was t h e 

l o c a t i o n ? 

A. R i g h t now, no, I w o u l d n o t . 

Q. When we l o o k a t t h e "AC" i s o p a c h , i t ' s 

y o u r E x h i b i t Number C. 

A. I'm s o r r y , Tom. Yes, s i r . 

Q. The E x h i b i t C i s o p a c h , w h i c h i s "AC" 

c a r b o n a t e , t h a t ' s t h e t o p zone t h a t you i s o p a c h e d i n 

t h e l o w e r Wolfcamp, i s i t n o t ? 

A. T h a t ' s c o r r e c t . 
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Q. Okay. The o r i e n t a t i o n of t he t h i c k n e s s 

of t h a t "AC" carbonate i s n o r t h and s o u t h , i s n ' t i t ? 

A. I t ' s i n between n o r t h / n o r t h e a s t , 

s o u t h / s o u t h e a s t here. 

Q. W e l l , I don't want t o q u i b b l e w i t h you, 

Mr. Thoma, but i t i s s u b s t a n t i a l l y f a r n o r t h and 

south? 

A. That's c o r r e c t , i t does. I t does have a 

s u b s t a n t i a l n o r t h / s o u t h . 

Q. And i t ' s s u b s t a n t i a l l y d i f f e r e n t t h a n 

the o r i e n t a t i o n t h a t you have s e l e c t e d f o r e i t h e r 

t h e "AF," the "AG," and the "AE," i s n ' t i t ? 

A. Yes. 

Q. How does t h a t happen? 

A. Well c o n t r o l . 

Q. What g e o l o g i c phenomenon has caused t h e 

d e p o s i t i n g of these lens or members of the Wolfcamp 

so t h a t you can't map them w i t h t h e same o r i e n t a t i o n 

i n t h e "AC" t h a t you've mapped t h e o t h e r t h r e e ? 

A. W e l l , I argued t h a t o r i e n t a t i o n i s o n l y 

s l i g h t l y d i f f e r e n t than t h e o r i e n t a t i o n on t he o t h e r 

maps. We're t a l k i n g -- t h i s whole argument about t h e 

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

d i s c u s s i o n , I b e l i e v e . Because i f you b e l i e v e t h e 

d a t a , which you have b e f o r e you on the map, and the 
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h i s t o r y of our program, i t i s t e l l i n g you where the 

t h i c k s a r e , whether t h e y ' r e n o r t h / s o u t h , whether 

t h e i r n o r t h e a s t / s o u t h w e s t . The t h i c k i s t o t h e east 

and s o u t h e a s t of the w e l l s we've d r i l l e d t o d a t e . 

Whether t h a t t h i c k i s n o r t h / s o u t h t o the e a s t , I 

don't know. I don't b e l i e v e i t ' s t o the west, but i t 

may be n o r t h / s o u t h t o the e a s t , but i t i s t o the 

e a s t . 

Q. I n mapping the isopachs, because of t h e 

o r i e n t a t i o n , your maps w i l l show l e s s e r t h i c k n e s s on 

the Hanley l o c a t i o n than on the Santa Fe l o c a t i o n i n 

a l l i n s t a n c e s of your maps; i s t h a t not t r u e ? 

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

Q. And c o n v e r s e l y , w i t h Mr. Robbins' and 

Mr. Bracken's o r i e n t a t i o n of the isopachs, t h e y w i l l 

get an o r i e n t a t i o n where the n o r t h 40 and the south 

40 i n q u e s t i o n have comparable t h i c k n e s s e s ; t r u e ? 

A. True. But t h e i r p r e d i c t i o n s t o date 

haven't been t e r r i b l y a c c u r a t e ; ours have. 

Q. Okay. How many w e l l s does Santa Fe 

o p e r a t e ? 

A. I n the South Co r b i n p o o l I b e l i e v e we 

o p e r a t e two w e l l s r i g h t now. The balance of those 

are not -- the balance of the 12 are nonoperated. 

Q. Thank you, s i r . 
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COMMISSIONER LAMAY: Thank y o u . C o m m i s s i o n e r 

B a i l e y . 

COMMISSIONER BAILEY: A t one p o i n t you 

commented a b o u t t h e w a t e r d r y i n g up i n t h e w e l l s . 

Was t h e r e r e w o r k i n g o r s q u e e z i n g done on t h i s w e l l 

t o enhance t h a t phenomenon, o r was t h a t a n a t u r a l l y 

o c c u r r i n g phenomenon? 

A. I c a n ' t g i v e you a 100 p e r c e n t answer. 

Some o f t h o s e w e l l s -- most o f t h o s e w e l l s , I 

b e l i e v e t h e w a t e r has d r i e d up n a t u r a l l y . A c o u p l e 

o f t h o s e w e l l s , one w e l l i n p a r t i c u l a r t h a t H a n l e y 

r e f e r r e d t o t h i s m o r n i n g , I b e l i e v e i t was t h e 21 --

West C o r b i n 2 1 - - has a -- had a v e r y h i g h o r i g i n a l 

w a t e r c u t . They had a c h a n n e l . They went back and 

squ e e z e d , and t h a t now has a much l o w e r w a t e r c u t . 

We d o n ' t have a l l t h e w o r k o v e r d a t a on 

t h e M e r i d i a n o p e r a t e d w e l l t o t h e s o u t h . I am g o i n g 

on t h e a s s u m p t i o n t h a t most o f t h e r e d u c t i o n i n 

w a t e r c u t we're s e e i n g i s n a t u r a l r e d u c t i o n and n o t 

t h e r e s u l t o f w o r k o v e r s . 

The w e l l t h a t we've been i n w i t h M e r i d i a n 

t o d a t e , as I t e s t i f i e d t o e a r l i e r — I t h i n k t h a t ' s 

10 -- o n l y one o f t h o s e w e l l s has t h e w a t e r 

r e d u c t i o n been t h e r e s u l t o f m e c h a n i c a l p r o c e d u r e s . 

The b a l a n c e o f t h o s e w e l l s , t h e r e d u c t i o n i s 
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n a t u r a l . 

Q. I n the Bone S p r i n g s , t h a t ' s a water 

d r i v e r e s e r v o i r ? 

A. No. I b e l i e v e t h a t i s an expansion 

r e s e r v o i r a l s o . 

Q. And t h e r e i s Bone Springs p r o d u c t i o n t o 

the east of t h i s g e n e r a l area; i s t h a t c o r r e c t ? 

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

Q. Did you t r y t o make any c o r r e l a t i o n s 

w i t h t h e Sniper s h i n g l e or the Sniper f o r m a t i o n 

towards t h e east also? 

A. Yes, I have. I have. I b e l i e v e t h a t t h e 

pay i n t h e Mescalero l e a c h f i e l d , which i s 

a p p r o x i m a t e l y two or t h r e e m i l e s east of our lease 

here, i s p r o d u c i n g from a s t r a t i g r a p h i c a l l y h i g h e r 

d o l o m i t e than t h e Sniper. I t ' s p r o d u c i n g from a 

d o l o m i t e which -- but i t ' s b a s i c a l l y p r o b a b l y 10 or 

20 f e e t out from under the f i r s t Bone Springs sand. 

As you r e c a l l on my d i s p l a y , I had a sand 

-- t h i s i s a Bone S p r i n g sand -- here's t h e S n i p e r , 

and t h e pay of the Mescalero i s much h i g h e r . I t ' s 

up here 10 or 20 f e e t below the base of t h a t f i r s t 

Bone Springs sand. 

Q. So t h e r e r e a l l y i s no c o r r e l a t i o n ? 

A. I don't b e l i e v e t h e r e i s , no. 
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Q. Can you comment on Hanley's page one 

t h a t shows t h e p r o d u c t i o n pods i n the area, how they 

w i l l r e l a t e , or how they do r e l a t e t o your 

o r i e n t a t i o n of t he t h i c k ? 

A. We have not s p e c i f i c a l l y prepared a GUR 

map w i t h r e s p e c t t o each one of these pods or 

i n t e r v a l s . What we do have, and our engin e e r w i l l 

g et i n t o t h a t l a t e r , i s pre s s u r e data t h a t shows 

t h a t t h e r e s e r v o i r s are i n communication, t h a t from 

w e l l t o w e l l , i n d i v i d u a l zones are i n pr e s s u r e 

communication, not v e r t i c a l l y , b u t l a t e r a l l y . I 

r e a l l y have no comment on t h e i r map. 

Q. That's a l l I have. 

COMMISSIONER LAMAY: Mr. Weiss. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. You mentioned e a r l i e r where you p i c k e d 

the o i l / w a t e r c o n t a c t i n S e c t i o n 2 of t h e Bone 

S p r i n g s . Was i t s i t t i n g r i g h t on t o p of i t , or was 

t h e r e s e p a r a t i o n between the two; some s t r e a k of 

shale or something, and can you produce i t ? 

A. Can we produce i t ? Yes, we can. I 

t h i n k our t e s t r a t e s were around 50 b a r r e l s a day. 

We shot -- i t was p r o b a b l y -- t h i s i s an e s t i m a t e --

I b e l i e v e we had r o u g h l y 20 f e e t of o i l column over 
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w a t e r . 

Q. Over water. And t h e r e ' s n o t h i n g 

s e p a r a t i n g them? 

A. Over water. And we shot t h e v e r y t o p of 

i t -- gave i t a l i g h t t r e a t m e n t -- and i t produced 

a p p r o x i m a t e l y 50 b a r r e l s of o i l a day. 

Q. S t i l l ? 

A. No. We moved up. We j u s t wanted t o 

t e s t i t , v e r i f y t h a t i t was p r o d u c t i v e ; came up t o 

the S n i p e r , which was the c o m p e t i t i v e r e s e r v o i r . 

Q. Thank you. That's a l l I have. 

EXAMINATION 

BY COMMISSIONER LAMAY: 

Q. I p r o b a b l y have j u s t one, Mr. Thoma. 

The c o r r e l a t i o n s you used, you mentioned you looked 

a t some samples i n the AFE zones; c h a l k y l i m e , some 

c h i r t , I ta k e i t i n t h e , or s i l i c a c e r t a i n l y , i n t he 

lower "AG" zones. What about "AC," "AD," "AE," have 

you looked a t any cores i n the area or looked a t any 

samples of those? 

A. There are cores -- not t o my knowledge 

-- none i n the South Corbin pools -- There are 

cores from t h e "AG" on those -- one of those 

M i t c h e l l w e l l s -- M e r i d i a n w e l l s -- i n the 

S e c t i o n 16 o f f t o the west. They cored t h e c h i r t , 
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the "AG" zone, but t o my knowledge, have not cored 

the "AF," t h e "AE," the "AC" or the "AD." 

Q. Did you look a t t h a t core? Have you 

seen i t ? 

A. I have not seen i t . I have spoken w i t h 

t h e g e o l o g i s t and he j u s t d e s c r i b e d i t as c h i r t , so 

he d i d n ' t g i v e me any percentages of li m e or --

Q. What I'm t r y i n g t o get a t i s t r y i n g t o 

v i s u a l i z e t h e c h a r a c t e r i s t i c of t h i s r e s e r v o i r , you 

know, p r e v i o u s t e s t i m o n y i s t a l k i n g about pods, 

b l o c k s , and you seemed t o have zoned t h i s and t r e a t 

i t more of a z o n a t i o n of Wolfcamp carbonate r a t h e r 

t h a n a c o n g l o m e r i t i c or d i s o r i e n t e d assemblage of 

carbonate r o c k . Do you have a n y t h i n g t o say about 

t h e r e s e r v o i r i t s e l f ? 

A. Stop me i f I'm not answering your 

q u e s t i o n . I t h i n k t h e d i f f e r e n c e -- I view t h e Bone 

S p r i n g as a c o n g l o m e r a t i o n of d e t r i t i s t h a t i s 

l o c a t e d p r o b a b l y w i t h i n a m i l e t o a m i l e and a h a l f 

i n f r o n t of t he r e e f , and b a s i c a l l y t h a t d e b r i s , I 

b e l i e v e , was j u s t dropped o f f the r e e f , s e t t l e d a t 

the base of the s l o p e , and i t ' s j u s t a p i l e of 

garbage, b a s i c a l l y . I t busted o f f t h e r e e f . The 

Wolfcamp, I b e l i e v e , assumes -- and l e t me back up 

-- and co n s e q u e n t l y the Bone S p r i n g t r e n d i n 
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g e n e r a l , t h e d o l o m i t e d e t r i t a l t r e n d , I b e l i e v e , 

runs more i n an east/west d i r e c t i o n some p a r a l l e l 

beyond t h e s h e l f edge, and p r o b a b l y runs i n a band 

of r o u g h l y two t o t h r e e m i l e s wide. 

The Bone -- the Wolfcamp. I l o o k a t the 

d e p o s i t i o n more as submarine f a n - t y p e d e p o s i t i o n 

where you're a c t u a l l y d e v e l o p i n g low bay g e o m e t r i e s , 

because you are f u r t h e r from t h e s h e l f edge. I 

b e l i e v e t h e s h e l f edge i s i n attendance what i s 

a p p r o x i m a t e l y 8, 9 m i l e s n o r t h of the South C o r b i n 

area, so you are much f u r t h e r from t h e s h e l f edge i n 

th e Wolfcamp than you are on the Bone S p r i n g . So 

c o n s e q u e n t l y I reviewed the d e p o s i t i o n i n the C o r b i n 

Wolfcamp p o o l s , or r e s e r v o i r s , as being more 

submarine-fan l i k e r a t h e r than t a l u s s l o p e - t y p e 

d e p o s i t . 

Q. But a c o m b i n a t i o n of b l o c k s w i t h i n a 

s h a l e y b a s i n - t y p e m a t r i x or some d i f f e r e n t 

c o n f i g u r a t i o n , i f we don't have any cores -- I guess 

we're d o i n g t h i s t o s u p p o s i t i o n c h a l k y l i m e -- I 

don't know i f t h a t ' s p a r t of a b l o c k or i f t h a t ' s a 

u n i f o r m methology t h r o u g h o u t your i n t e r v a l . Are you 

i n t e r p r e t i n g t h a t ? 

A. How do I answer t h a t ? I t ' s an 

a d m i x t u r e . I don't b e l i e v e you have b l o c k s . The 
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samples t h a t I ' v e seen c e r t a i n l y have i n d i c a t i o n s i n 

them t h a t t h e y a r e d e r i v e d f r o m t h e s h e l f , and t h a t 

t h e y a r e f a i r l y f i n e g r a i n e d -- t h e d e t r i t u s i s 

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

chunks o f d e b r i s t h a t ' s r o l l i n g , o r b e i n g c a r r i e d , 

o u t i n t o t h e b a s i n . I b e l i e v e t h a t t h e s e d i m e n t i s 

a much more f i n e - g r a i n e d s e d i m e n t t o s t a r t w i t h . 

The d e t r i t u s i s much more f i n e g r a i n e d and t h a t ' s 

why we've g o t a h i g h e r p e r c e n t a g e o f c h a l k . 

Q. But what g r e a t e r d e g r e e o f u n i f o r m i t y 

w o u l d t h a t be t h e n ? 

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

i f I can draw t h a t c o n c l u s i o n . I r e a l l y d o n ' t 

because t h e r e ' s an a w f u l l o t -- t h e a c t u a l s e d i m e n t 

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

q u a l i t i e s -- p r o p e r t i e s -- w i t h i n t h o s e s e d i m e n t s 

v a r i e s g r e a t l y . You can t a k e a t i g h t w e l l -- l o o k 

a t samples f r o m a w e l l t h a t has low p o r o s i t i e s and 

compare them t o a w e l l t h a t has good p o r o s i t y l i k e 

t h e 8-1. Compare t h e s e two w e l l s . The 8-1 and t h e 

West C o r b i n F e d e r a l Number 9, w h i c h r e a l l y d o e s n ' t 

have much p o r o s i t y , t h e r e ' s a l a c k o f m a t r i x 

p o r o s i t y , b u t t h e r o c k i t s e l f i s t h e same. 

Q. Which i s what? 

A. I t ' s cemented. I t ' s cemented. 
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Q. What, i t ' s a c h a l k y l i m e ? 

A. I t ' s a l i m e s t o n e and i t i s c h a l k y . The 

p o r o s i t y -- I'm u s i n g -- I guess I'm u s i n g t h e word 

" c h a l k y " more i n a poo r f i l l i n g c o n t e x t -- a 

t e x t u r a l c o n t e x t -- t h a t when you l o o k a t samples 

f r o m p r o d u c t i v e m a t r i x , t h e r e ' s c h a l k . T h e r e ' s 

v e r y , v e r y f i n e - g r a i n i n t e r s t i t i a l l i n i n g s . You 

know, you can g e n e r a l l y -- you c a n ' t see t h a t 

c e r t a i n l y i n s a m p l e s , b u t you can o b s e r v e i t f r o m 

t h e t e x t u r e o f t h e samples. 

Q. W i t h a l a c k o f c r y s t a l u n d e r n e a t h , you 

say? 

A. Yes. 

Q. F o s s i l s ? 

A. Yes. 

Q. And some c h i r t ? 

A. Not i n t h e "AF." Not g e n e r a l l y i n t h e 

"AF," "AE," "AD," o r t h e "AC." I t ' s n o t a 

h a r d - a n d - f a s t r u l e , b u t I ' d say 95 p e r c e n t o f t h e 

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

does n o t have c h i r t . 

Q. P r e d i c t a b l e r e s e r v o i r q u a l i t y f r o m w e l l 

t o w e l l ? 

A. U n p r e d i c t a b l e . 

Q. U n p r e d i c t a b l e . Thank y o u . 
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COMMISSIONER LAMAY: Any more q u e s t i o n s of the 

wit n e s s ? Thank you. You may be excused. 

(Recess taken a t 3:10.) 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name f o r t h e 

record ? 

A. My name i s Randy O f f e n b e r g e r . 

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

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

Q. Who do you work f o r and i n what 

c a p a c i t y ? 

A. I'm a s e n i o r r e s e r v o i r engineer w i t h 

Santa Fe Energy Resources i n the Midland d i s t r i c t . 

Q. And 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 

the board as a resource engineer? 

A. Yes, I have. 

Q. Were your c r e d e n t i a l s accepted as a 

ma t t e r of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h t h e r e s e r v o i r 

e n g i n e e r i n g m a t t e r s connected w i t h these two cases? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I would t e n d e r 

Mr. O f f e n b e r g e r as an e x p e r t i n r e s e r v o i r 
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e n g i n e e r i n g . 

COMMISSIONER LAMAY: His q u a l i f i c a t i o n s are 

a c c e p t a b l e . 

Q. (By Mr. Bruce) R e f e r r i n g t o Mr. Thoma's 

E x h i b i t B, e s p e c i a l l y the upper l e f t h a n d c o r n e r , Mr. 

O f f e n b e r g e r , would you d e s c r i b e t h e spacing i n t h e 

poo l and t h e w e l l development of the pool? 

A. Okay. On E x h i b i t B, what we've got here 

i s a v o l u n t a r y development p a t t e r n . I t has been 

e x h i b i t e d here i n the South Co r b i n Wolfcamp f i e l d . 

What we have here i s an 80 a c r e , 

n o r t h e a s t - t o - s o u t h w e s t development p a t t e r n 

demonstrated by the h i g h l i g h t e d l i n e s drawn 

d i a g o n a l l y t h r o u g h here. 

Q. There are maybe one or two e x c e p t i o n s t o 

t h i s p a t t e r n , are t h e r e not? 

A. Yes, t h e r e a re. 

Q. I n p a r t i c u l a r t h e Number 1 and Number 5 

Co r b i n w e l l s ? 

A. West Corbin Number 1 and Number 5 are 

e x c e p t i o n a l w e l l s t o t h a t p a t t e r n . They are d i r e c t 

o f f s e t s -- 40-acre o f f s e t s - - t o one ano t h e r . 

Q. Okay. And w e ' l l get t o t h a t i n a minute. 

Would you please r e f e r t o Santa Fe's E x h i b i t G and 

di s c u s s what t h a t i s f o r the commission, and your 
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c o n c l u s i o n s r e g a r d i n g drainage and r e c o v e r y of o i l 

from w e l l s i n t h i s pool? 

A. E x h i b i t G i s a t a b l e w i t h composite of 

the w e l l summary r e p o r t put t o g e t h e r by m y s e l f ; 

i n d i c a t i n g each w e l l i n t he f i e l d w i t h t h e e x c e p t i o n 

of t h e West, or the Kachina 5 #1. I n t h e r e on t h a t 

r e p o r t we show w e l l name, l o c a t i o n , t h e IP f o r o i l , 

gas, and wa t e r , f i r s t p r o d u c t i o n d a t e , f l o w i n g 

t u b i n g p r e s s u r e . Some of the Wolfcamp zones t h a t 

we've i d e n t i f i e d as being s e p a r a t e . We a l s o show 

c u m u l a t i v e p r o d u c t i o n f o r February of t h i s y ear. 

We're showing c u r r e n t p r o d u c t i o n f o r January of t h i s 

y e a r , and the next column i s an e s t i m a t e , or an EUR 

e s t i m a t e , based on d e c l i n e curve a n a l y s i s . 

What I've done i s , from a l l t h e w e l l s 

t h a t we had p r o d u c t i o n h i s t o r y on, which are a l l t h e 

w e l l s i n t h e f i e l d , I d i d a d e c l i n e curve a n a l y s i s 

f o r each of the w e l l s and came up w i t h a t o t a l f i e l d 

r e c o v e r y of 3.29 m i l l i o n b a r r e l s , which i s 

comparable t o the r e c o v e r y s t a t e d e a r l i e r i n 

Hanley's r e s e r v o i r t e s t i m o n y . 

Moving on over, t h e r e was a remarks 

column, and we a l s o have a p e r f o r a t i o n H n e t . What 

we've done here, s i n c e the m a j o r i t y of our a c t i v i t y 

i s i n t h e n o r t h e r n p o r t i o n of t h i s f i e l d , we went t o 
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scout c a r d i n f o r m a t i o n and p u l l e d up the amount of 

f o o t a g e from each of the w e l l s , and t h a t ' s what t h a t 

column r e p r e s e n t s i s the net pay t h a t was 

p e r f o r a t i n g i n each w e l l bore. 

Next column i s the map column which we 

d i d n ' t get t o due t o time c o n s t r a i n t . Next column we 

have p o r o s i t y and water s a t u r a t i o n . These numbers 

are i d e n t i c a l f o r every w e l l . I n s t e a d of d o i n g 

w e i 1 - b y - w e l 1 , f o o t - b y - f o o t , w e l l - l o g a n a l y s i s , we 

used a g e n e r a l summary r e a l i z i n g t h a t somewhat 

g r e a t e r p o r o s i t y w i l l o f f s e t some w i t h l o wer; some 

w i t h h i g h e r water s a t u r a t i o n w i l l o f f s e t some w i t h 

h i g h e r , and based on t h a t and the f o r m u l a a t the t o p 

of t h e page i s t h e v o l u m e t r i c c a l c u l a t i o n s f o r m u l a 

t h a t we u t i l i z e on a spread sheet t o go i n and 

c a l c u l a t e t h e average area d r a i n e d f o r each of t h e 

i n d i v i d u a l w e l l s . 

We have "DH" d e s i g n a t e d t h e r e t o i n d i c a t e 

those w e l l s t h a t j u s t do not conform t o the f a c t 

t h a t you c o u l d have maybe 300 f o o t of pay and 

e s s e n t i a l l y r e c o v e r l e s s than 1,000 b a r r e l s of o i l 

or so, meaning t h a t they are e s s e n t i a l l y d e s i g n a t e d 

d r y holes and don't conform t o the v o l u m e t r i c 

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

At the bottom of the t a b l e , what we've 
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done, we've t o t a l e d up e v e r y column u n d e r n e a t h o f 

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

been a s t a t i s t i c a l a p p r o a c h , p r i m a r i l y f r o m t h e 

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

g e o l o g i c p e r f o r m a n c e and r e s e r v o i r p e r f o r m a n c e . 

A t t h e b o t t o m t h e r e we show a t y p i c a l 

w e l l i n t h i s a r e a t o come on a t maybe 300 b a r r e l s a 

day. 277 MC p e r day, 72 b a r r e l s o f w a t e r , cume t o 

d a t e o u t o f a l l t h e s e w e l l s i s 61,000 b a r r e l s o f 

o i l . The s i g n i f i c a n t number t h e r e , and more o r l e s s 

s u p p o r t s o u r o t h e r t e s t i m o n y a t t h e e x a m i n e r ' s 

h e a r i n g , i s an e s t i m a t e d EUR o f 106 MBOs p e r w e l l i n 

t h e S o u t h C o r b i n f i e l d . 

M o v ing on o v e r t o t h e l a s t column --

Do i n g t h e v o l u m e t r i c a n a l y s i s , we a l s o come up w i t h 

an a v e r a g e d r a i n a g e a r e a o f 70 a c r e s f o r each o f 

t h o s e w e l l s , r e a l i z i n g t h a t t h e r e a r e some t h a t a r e 

much l a r g e r t h a n t h a t . Some a r e s m a l l e r , b u t l i k e I 

m e n t i o n e d , we're a p p r o a c h i n g t h i s t h i n g f r o m a 

s t a t i s t i c a l p e r s p e c t i v e . 

Q. Based on t h i s e x h i b i t -- now t a k e a s t e p 

back. These f i g u r e s I e s t i m a t e d o f f o f t h e r e c o v e r y , 

do t h e y p r e t t y much c o r r e s p o n d t o Mr. Huck's? 

A. Yes, t h e y do. The i n d i v i d u a l w e l l s 

c o r r e s p o n d t o t h e s o u t h h e r e , p r e t t y much w e l l 
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below. I don't have much problem w i t h 

d i s c r e p a n c i e s . That's j u s t i n t e r p r e t a t i v e - t y p e 

d i s c r e p a n c y . I t h i n k the f a c t t h a t we've come up 

w i t h a t o t a l f i e l d r e c o v e r y t h a t ' s e s s e n t i a l l y 

s i m i l a r I t h i n k f u r t h e r s u p p o r t s t h e v a l i d i t y of t he 

i n f o r m a t i o n . 

Q. Based on t h i s e x h i b i t i n your s t u d i e s , 

what do you a n t i c i p a t e happening i f t h e w e l l -- t h e 

proposed 8 #2 w e l l i s d r i l l e d a t Hanley's l o c a t i o n 

as opposed t o Santa Fe's l o c a t i o n ? 

A. I b e l i e v e t h e r e would be a s i g n i f i c a n t 

p r e s s u r e drop r e a l i z e d from t h e d i r e c t 40-acre 

o f f s e t w e l l i n t he Wolfcamp f o r m a t i o n . That's based 

on t h e o c c u r r e n c e , or what we c a l l models, of t h i s 

s i t u a t i o n o c c u r r i n g i n two o t h e r areas. 

Q. Okay. And w i l l a w e l l d r i l l e d a t 

Hanley's proposed l o c a t i o n a d e q u a t e l y d r a i n t h e 

re s e r v e s i n the southwest of the n o r t h w e s t of 

S e c t i o n 8, which i s acreage owned by Heyco and Santa 

Fe? 

A. I don't b e l i e v e i t would. 

Q. What do you e s t i m a t e as f a r as r e s e r v e 

loss? 

A. Based on i n t e r f e r e n c e work t h a t we've 

done, i t appears as though -- and a l s o keeping i n 
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mind t h e t i m e l i n e s s of the d r i l l i n g of t he w e l l --

we e s t i m a t e a p p r o x i m a t e l y 60,000 b a r r e l s when we 

l e f t , w i t h t h e d r i l l i n g of t he Hanley l o c a t i o n . 

Q. Okay. Now you mentioned p r e s s u r e draw 

down. Let me r e f e r you t o your E x h i b i t s H and I , 

and a l s o t o Mr. Thoma's E x h i b i t E, and d i s c u s s t h e 

c o n c l u s i o n s you've reached r e g a r d i n g p r e s s u r e draw 

down i n t h e South C o r b i n p o o l . 

A. Okay. What we have here on E x h i b i t E 

are t h e two e x c e p t i o n a l w e l l s t o t h a t 

n o r t h e a s t / s o u t h w e s t development p a t t e r n . The west 

C o r b i n Number 1 i s l o c a t e d i n the so u t h e a s t and the 

n o r t h e a s t of 18. West Corbin Number 5 i s l o c a t e d i n 

the southwest and the no r t h w e s t of 17. 

The two w e l l s i n q u e s t i o n , i n o b t a i n i n g 

r e l e v a n t i n f o r m a t i o n from M e r i d i a n , t h e f a c t t h a t 

th e West C o r b i n 1 w e l l was d r i l l e d and s t a r t e d 

p r o d u c i n g i n 1981 out of the "AF" i n t e r v a l , 

i n d i c a t e d t h i s i n t e r v a l r i g h t here. Subsequently i t 

produced 106,000 b a r r e l s out of r e c o v e r y t o d a t e , a t 

which t i m e t h e y added the "AB" carbonate t o t h a t 

p r o d u c t i o n stream and they comingled both i n t e r v a l s 

t o g e t h e r . 

COMMISSIONER WEISS: Where d i d t h a t happen? 

A. When? 
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COMMISSIONER WEISS: Where i s t h a t on he r e ? 

A. On E x h i b i t H I a n n o t a t e d a t t h e t o p 

s h o w i n g t h e i n i t i a l p r o d u c t i o n o f one o f 82, o r 

i n i t i a l b o t t o m h o l e p r e s s u r e o f 82 o f 4,000 pounds. 

Out t o 2 o f 88 w h i c h i s when t h e y added t h e AD 

c a r b o n a t e . 

Q. (By Mr. B r u c e ) What was t h e "AF" 

p r e s s u r e as o f 1988? 

A. The r e s e r v o i r p r e s s u r e t o t h e b o t t o m 

h o l e p r e s s u r e , as o f 10 o f '85 a f t e r t h e w e l l had 

p r o d u c e d 70, 80,000 b a r r e l s o f o i l . I t d r o p p e d t o 

4,000 pounds down t o 1,000 pounds i n d i c a t i n g t h a t 

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

e s s e n t i a l l y 75 p e r c e n t d e p l e t e d . When t h e y added 

t h e p e r f o r a t i o n , t h e y added t h e "AD" i n t e r v a l . 

T h e r e was n o t a s i g n i f i c a n t pumpup i n p r o d u c t i o n i n 

t h e w e l l . Then t h e o f f s e t w e l l -- t h e o f f s e t 40 a c r e 

d i r e c t -- was d r i l l e d by S o u t h l a n d R o y a l t y . I t ' s a 

West C o r b i n F e d e r a l Number 5, and i t came i n and 

t h e y opened up t h e "AC" c a r b o n a t e . 

Q. So i t was n o t i n i t i a l l y p r o d u c i n g f r o m 

t h e same zone as t h e #1 w e l l , was i t ? 

A. T h a t ' s c o r r e c t . And I b e l i e v e t h e 

p r e s s u r e i n f o r m a t i o n s u p p o r t s t h a t d a t a . As shown 

on E x h i b i t I i s t h e p r o d u c t i o n c u r v e f o r t h e West 
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Co r b i n F e d e r a l Number 5, showing t h a t t h a t w e l l was 

o r i g i n a l l y completed i n the "AC" c a r b o n a t e , and the 

o f f i c i a l p r o d u c t i o n of 8 of '85 w i t h an i n i t i a l 

b ottom h o l e p r e s s u r e of 42,065 pounds f u r t h e r 

s u p p o r t i n g t h e i s o l a t i o n of the carbonate i n t e r v a l s 

t h a t John had mentioned e a r l i e r . 

W i t h i n the year and a h a l f t h e w e l l had 

produced 145,000 b a r r e l s of o i l and had s u s t a i n e d 

e s s e n t i a l l y 75 p e r c e n t draw down i n r e s e r v o i r 

p r e s s u r e , a l s o down t o 1,000 pounds of a u d i b l e 

p r e s s u r e . At t h a t p o i n t , or a t 3 of '87, Southland 

came i n and added the "AF" and the "AE" carbonate 

zone as i n d i c a t e d by t h i s number 2 mark r i g h t here. 

Q. And you're r e f e r r i n g t o E x h i b i t E? 

A. That's c o r r e c t , opening up t o 

c o m p e t i t i v e zone t h a t was o r i g i n a l l y p r o d u c i n g by 

the o f f s e t w e l l i n the #1. I f you lo o k a t the 

p r o d u c t i o n curve about 3 of '87, t h e r e i s a s l i g h t 

bump up i n p r o d u c t i o n . R e a l i z e d from t h i s added 

p e r f o r a t i o n s t o i s o l a t e which i n t e r v a l i t came from, 

"AE" or "AF," I t h i n k i s minor, but the f a c t t h a t 

the r e s e r v o i r ' s d r a i n e d . The AF i n t e r v a l i n an 

o f f s e t 40 d i r e c t i s d r a i n e d . There i s no 

s i g n i f i c a n t bump up i n p r o d u c t i o n . 

Q. So i n your o p i n i o n , e x t r a p o l a t i n g t h i s 
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t o t h e 8-1 and 8-2 s i t u a t i o n , t h e H a n l e y l o c a t i o n i s 

p r o v e d , and i t p r o d u c e s f r o m t h e same zone as t h e 

8 #1 w e l l , w i l l t h e r e be p r e s s u r e d e p l e t i o n ? 

A. I b e l i e v e t h e r e w i l l w i t h t h e f a c t t h a t 

you can see up t o a 3,000-pound d r o p w i t h i n a y e a r 

and a h a l f . 

Q. Has t h i s p r e s s u r e d e p l e t i o n been shown 

i n o t h e r Wolfcamp w e l l s i n t h i s area? 

A. Yes, i t has. As m e n t i o n e d i n t h e 

o r i g i n a l e x a m i n e r ' s h e a r i n g , t h e r e ' s a l s o two w e l l s 

o f f t o t h e e a s t a p p r o x i m a t e l y two t o t h r e e m i l e s . 

Q. To t o t h e west? 

A. To t h e w e s t , I'm s o r r y . Shown by t h i s 

e x h i b i t --

Q. A. 

A. E x h i b i t A. 

Q. S e c t i o n 15 and s e c t i o n 16. M e r i d i a n came 

i n and d r i l l e d t h e M i t c h e l l s t a t e #1 as shown on 

E x h i b i t J -- o r , I'm s o r r y -- E x h i b i t K. T h a t ' s t h e 

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

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

w e l l ? 

A. I n i t i a l p r e s s u r e was a p p r o x i m a t e l y 4,000 

pounds a n n o t a t e d on t h e b o t t o m . 

COMMISSIONER WEISS: 4,030 pounds? 
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A. That's an e x t r a p o l a t e d Peace S t a r , based 

on b u i l d - u p a n a l y s i s . And t h a t was 2 of '90. 

M e r i d i a n came i n and i n v o l u n t a r i l y d r i l l e d a d i r e c t 

40-acre o f f s e t . 

Q. You say, " i n v o l u n t a r i l y . " Why i s t h a t ? 

A. Under t h e i r farmout o b l i g a t i o n w i t h 

M i t c h e l l Energy they were f o r c e d t o d r i l l 40-acre 

o f f s e t s . 

Q. Okay. Go ahead. 

A. Shown on E x h i b i t J i s the 40-acre d i r e c t 

of f s e t . 

Q. Are those two w e l l s p r o d u c i n g from t h e 

same zone? 

A. Those two w e l l s are p r o d u c i n g from what 

John has shown as the AG c a r b o n a t e , which i s the 

lowermost i n t e r v a l . The s i g n i f i c a n c e of t h i s i s t h e 

f a c t t h a t you see a s u b s t a n t i a l p r e s s u r e draw down 

on o f f s e t 40-acre d i r e c t w e l l s . The p r e s s u r e i n the 

No. 2 w e l l when i t had come on i n i t i a l l y was 2,906 

pounds, showing about a p p r o x i m a t e l y 1,100 pounds 

drop i n t h e r e s e r v o i r p r e ssure r e a l i z e d from a 

d i r e c t 40-acre o f f s e t w e l l . 

Q. And t h a t 1,000-pound or 1,100-pound 

p r e s s u r e drop, what p e r i o d of time o c c u r r e d b e f o r e 

t h a t p r e s s u r e drop? 
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A. That's f o u r months. 

Q. Okay. Now, I don't know i f you have i t 

i n f r o n t of you, Mr. O f f e n b e r g e r , but Hanley has 

pr e s e n t e d an i s o p r o d u c t i o n map which i n d i c a t e d 

e s t i m a t e d u l t i m a t e r e c o v e r i e s of the Kachina 8 #1 a t 

250,000 b a r r e l s , and f o r t h e Kachina 5 #1 a t 125,000 

b a r r e l s . For a w e l l a t Hanley's I b e l i e v e t h e y 

e s t i m a t e d 250,000 b a r r e l s and a l s o I b e l i e v e added 

another 130,000 b a r r e l s a t Santa Fe's l o c a t i o n i f 

a l l those w e l l s were d r i l l e d . Do you agree w i t h 

t h a t ? 

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

t h a t t h e i s o p r o d u c t i o n map does not i n c o r p o r a t e any 

of t h e p r e s s u r e i n f o r m a t i o n t h a t we've seen out here 

i n t h i s area w i t h t h e f a c t t h a t we have a d i r e c t 

40-acre o f f s e t . 

Q. And does t h a t map take i n t o account 

p r o d u c t i o n from separate zones? 

A. No, I don't b e l i e v e i t does. 

Q. F i n a l l y and ve r y b r i e f l y , 

Mr. O f f e n b e r g e r , what i s your o p i n i o n r e g a r d i n g t h e 

commissional a l l o w i n g the nonstandard 40-acre u n i t s ? 

A. I b e l i e v e by p e r m i t t i n g a d i r e c t 40-acre 

o f f s e t , t h a t t h e r e w i l l be und r a i n e d r e s e r v e s i n the 

s o u t h e r n h a l f of the nor t h w e s t q u a r t e r of s e c t i o n 8. 
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Q. A n o t h e r w e l l w o u l d have t o be d r i l l e d 

p e r h a p s on Santa Fe's a c r e a g e i n t h e s o u t h w e s t and 

t h e n o r t h w e s t f o r r e c o v e r y ? 

A. To r e c o v e r t h e r e s e r v e s , b u t 

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

l i k e l y n o t t o t h e f a c t t h a t i t w o u l d be c l o s e t o 

m a r g i n a l e c o n o m i c a l w e l l s . 

Q. Mr. O f f e n b e r g e r , were E x h i b i t s G t h r o u g h 

K p r e p a r e d by you o r unde r y o u r d i r e c t i o n ? 

A. Yes, t h e y were. 

Q. And y o u r o p i n i o n i s t o g r a n t Santa Fe's 

a p p l i c a t i o n and f o r d e n i a l o f H a n l e y ' s a p p l i c a t i o n 

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

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

A. Would you r e p e a t t h a t , p l e a s e ? 

Q. I s t h e g r a n t i n g o f Santa Fe's 

a p p l i c a t i o n and t h e d e n i a l o f H a n l e y ' s a p p l i c a t i o n 

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

waste? 

A. Yes. 

MR. BRUCE: Mr. Chairman, I move f o r t h e 

a d m i s s i o n o f E x h i b i t s G t h r o u g h K. 

COMMISSIONER LAMAY: W i t h o u t o b j e c t i o n , 

E x h i b i t s G t h r o u g h K w i l l be a d m i t t e d i n t o t h e 

r e c o r d . Mr. K e l l a h i n . 
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MR. KELLAHIN: Thank you, Mr. Chariman. 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. O f f e n b e r g e r , i n response t o 

Mr. Bruce, you've s a i d based upon i n t e r f e r e n c e work, 

you e s t i m a t e t h a t i f t h e Santa Fe -- i f t h e Hanley 

l o c a t i o n f o r t h e w e l l i s d r i l l e d , and t h e r e w i l l be 

60,000 b a r r e l s of o i l l e f t i n t he r e s e r v o i r ? 

A. Yes. 

Q. I s t h a t i n t e r f e r e n c e work i n t h e Co r b i n 

Wolfcamp c o n f i n e d t o an a n a l y s i s you've made on 

pr e s s u r e communication between t h e Cor b i n 1 and t h e 

Co r b i n 5 w e l l t h a t we've seen on the cross s e c t i o n ? 

I t h i n k t h a t was -- what was t h a t , E x h i b i t H? So I 

can keep t h e r e c o r d s t r a i g h t here, l e t me see what 

we've g o t . 

COMMISSIONER LAMAY: I'm s o r r y -- E x h i b i t E, 

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

Q. (By Mr. K e l l a h i n ) I s t h a t t h e 

i n t e r f e r e n c e work t h a t you have based your 

c o n c l u s i o n t h a t i f the Hanley l o c a t i o n i s d r i l l e d , 

t h e r e w i l l be 60,000 b a r r e l s of o i l l e f t i n t h a t 

spacing? 

A. I t ' s not based on those two p a r t i c u l a r 

w e l l s . I t ' s based on the e q u i v a l e n t i n t e r v a l t h a t ' s 
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produced i n the M i t c h e l l 16 w e l l , s e c t i o n 16 of 

1833 . 

Q. That's i n the Young Wolfcamp, i s n ' t i t ? 

A. Yes. 

Q. Okay. Can we lo o k a t the Corbin 

Wolfcamp? The pressure i n f o r m a t i o n t h a t ' s a v a i l a b l e 

i s c o n f i n e d t o the Corbin 1 and the Co r b i n 5, i s n ' t 

i t ? 

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

Q. Lead me t h r o u g h the a n a l y s i s now. When 

we l o o k a t those two w e l l s , the -- I f o r g o t t h e 

sequence. Was the number 5 the f i r s t w e l l ? 

A. G e n e r a l l y Southland has developed w e l l s 

i n t h e n u m e r i c a l sequence. West Co r b i n Number 1 

w e l l i s t h e f i r s t w e l l . 

Q. A l l r i g h t . I t says, "Aztec." I assume 

t h a t was a d i f f e r e n t o p e r a t o r ? 

A. Aztec was a predecessor t o Southland 

R o y a l t y which was the predecessor t o M e r i d i a n . 

Q. I'm w i t h you. A l l r i g h t . The #1 w e l l 

i s t h e f i r s t w e l l . They d r i l l e d t h a t w e l l and i t i s 

p e r f o r a t e d where i n t h i s Wolfcamp, which one? 

A. I n d i c a t e d as the #1 a l o n g s i d e t h e 

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

Q. A l l r i g h t . So we have t h e f i r s t 
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p e r f o r a t i o n s down i n the "AF" carbonate i n the 

Number 1 w e l l , and they produced t h a t , t h e y get o i l 

out of t h a t ? 

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

Q. I n sequence then are they s t i l l 

p r o d u c i n g out of the AF carbonate when the number 5 

w e l l i s d r i l l e d ? 

A. Are they p r o d u c i n g out of the AF 

carbonate when t h e number 5 was d r i l l e d ? 

Q. I'm t r y i n g t o get the ch r o n o l o g y . 

A. Yes, they a r e . 

Q. A l l r i g h t . So t h e y ' r e p r o d u c i n g out of 

the AF carbonate i n the #1 w e l l . The number 5 w e l l 

i s d r i l l e d by Southland, and I assume t h a t t h e y 

c o n t i n u e d w i t h t h e i r methodology of t e s t i n g t h e 

lower and w o r k i n g on up? 

A. No . 

Q. They d i d n ' t do t h a t here? 

A. No they d i d n ' t . 

Q. Where d i d they f i r s t p e r f o r a t e ? 

A. They s t a r t e d out the "AC" carbonate 

i n d i c a t e d as t he #1 beside the p e r f o r a t i o n . 

Q. A l l r i g h t . I'm w i t h you. They s t a r t e d 

a t t h e t o p and they p e r f o r a t e d and are p r o d u c i n g out 

of t h e "AC" carbonate? 
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A. T h a t was t h e i r i n i t i a l c o m p l e t i o n 

i n t e r v a l ; t h a t ' s c o r r e c t . 

Q. D i d t h e y p r o d u c e o u t o f i t ? 

A. Yes, t h e y d i d . 

Q. So when t h e s e two w e l l s i n 4 0 - a c r e 

o f f s e t s a r e c o m p e t i n g , t h e Number 5 i s c o m p e t i n g f o r 

t h e "AC" r e s e r v e s a t t h e same t i m e t h e #1 i s 

c o m p e t i n g f o r t h e "AF" r e s e r v e s ? 

A. T h a t ' s c o r r e c t , and t h e y a r e i s o l a t e d . 

Q. Okay. 

A. The p r e s s u r e d a t a t h a t we've seen. 

Q. Okay. When t h e n e x t -- what i s t h e n e x t 

c o m p l e t i o n ? I s i t t h e second zone i n t h e Number 5, 

or t h e second zone i n t h e #1? 

A. Okay. The "AF" i n t e r v a l was added i n 

t h e Number 5 w e l l f i r s t , t h e n t h e "AD" i n t e r v a l was 

added i n t h e #1 w e l l . 

Q. A l l r i g h t . So t h e t h i r d c o m p l e t i o n i n 

t h e two w e l l s i s t h e "A" c a r b o n a t e i n t h e Number 5 

w e l l ? 

A. I n a w e l l . I t ' s p e r f o r a t e d i n t o t h e 

t o p 

Q. Why i s i t a d j u s t e d t o t h e t o p ? 

A. Because i t ' s communicated. 

Q. A l l r i g h t . And y o u r c o n c l u s i o n t h e n i s 
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because of t h a t r e l a t i o n s h i p t o those c o m p l e t i o n s , 

those two -- the "AE" and the "AF" are 

communicating, and you saw pre s s u r e draw down i n 

from t h e o t h e r ? 

A. Could you r e s t a t e t h a t ? 

Q. W e l l , I don't want t o put words i n your 

mouth. Which one was -- which of the carbonates was 

p r e s s u r e d e p l e t e d i n the #1 w e l l -- by the #1 w e l l 

when i t was p e r f o r a t e d i n Number 5? 

A. The #1 w e l l had r e a l i z e d a 4,000 t o 

1,000-pound drop. Five was d r i l l e d , completed i n 

the "AC," came back up i n the "AE" and "AF," and 

t h e r e was no pause i n p r o d u c t i o n -- s i g n i f i c a n t drop 

i n p r o d u c t i o n . At the same time t h e y had r u n bottom 

h o l e p r e s s u r e b e f o r e t h e y recompleted t o the "AD" i n 

the #1 w e l l , showing t h a t t h e pr e s s u r e dropped t o 

4,000 pounds. The f a c t t h a t you saw t h a t much 

p r e s s u r e drop i n a s h o r t p e r i o d of t i m e , p l u s t h e 

f a c t t h a t you saw no p r o d u c t i o n pump up w i t h t h e 

a d d i t i o n of the "AF" i n t e r v a l would i n d i c a t e t o me 

p r e t t y s t r o n g l y t h a t you've seen some i n t e r f e r e n c e 

i n d r a i n a g e w i t h i n the "AF" i n t e r v a l , w i t h i n t h e two 

w e i I s . 

Q. And t h a t ' s a l l we got t o work w i t h i n 

terms of p r e s s u r e i n t e r f e r e n c e w i t h t h e pool? 
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A . No . 

Q. I n t h i s Corbin? 

A. I n the South Corbin f i e l d , yes. Keep i n 

mind t h a t our g e o l o g i s t has s t a t e d the f a c t t h a t t h e 

"AG" i n t e r v a l t h a t you're l o o k i n g a t i n the 

M i t c h e l l i s comparable t o what we're l o o k i n g a t i n 

the South C o r b i n Wolfcamp. 

Q. Okay. We've got the #1 and the 

Number 5. The #1 i s i n s e c t i o n 18. We've got t h e 

Number 5 i n S e c t i o n 17. 40-acre o f f s e t s t o t h e 

number 1 w e l l i s a l s o a Wolfcamp w e l l . Was t h e r e 

p r e s s u r e i n t e r f e r e n c e between those two w e l l s ? 

A. I'm not aware t h a t t h e r e was any 

pr e s s u r e i n f o r m a t i o n o b t a i n e d from the south o f f s e t s 

Santa Fe gave us, or Santa Fe -- I'm s o r r y . 

M e r i d i a n gave us a l l the pre s s u r e i n f o r m a t i o n t h a t 

t h e y had on t h e South Corbin f i e l d , and t h a t was one 

of t h e w e l l s t h a t was not i n t h a t i n f o r m a t i o n . 

Q. Let ' s go t o E x h i b i t G, i f you w i l l , 

p l e a s e , Mr. O f f e n b e r g e r . Mr. Thoma j u s t t o l d us 

t h a t on h i s g e o l o g i c a n a l y s i s we can go t o a 40-acre 

o f f s e t , and we don't always encounter t h e same 

r e s e r v o i r r o c k . You agreee, don't you? 

A. Yes. R e s e r v o i r q u a l i t y . 

Q. C o r r e c t i o n . When we look a t your 
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r e s e r v e s assigned t o the 8-1 w e l l , what's t h e 

u l t i m a t e recovery? 

A. I haven't assigned r e s e r v e s t o the 8 #1 

w e l l . I haven't i n d i c a t e d i n t h a t e x h i b i t , Tom, 

t h a t 8-1 had re s e r v e s assigned t o i t . 

Q. Could you t e l l us what you c a l c u l a t e t o 

be t h e u l t i m a t e r e c o v e r y of re s e r v e s from t h e 8-1 

w e l l ? 

A. I t r e a t e d t h a t as a t y p i c a l w e l l w i t h 

a p p r o x i m a t e l y 100,000 b a r r e l s or 106,000 b a r r e l s of 

o i l . 

Q. And what area w i l l t h e y c a p t u r e t h i s 

106,000 b a r r e l s of o i l ? 

A. From t h e 80 acres of dra i n a g e t h a t i t 

would r e a l i z e . 

Q. I s i t going t o d r a i n i n t he square? 

A. D r a i n i n what? 

Q. I s i t going t o d r a i n i n a square or 

r e c t a n g l e ? 

A. The dra i n a g e p a t t e r n t h a t would be 

r e a l i z ed ? 

Q. Yes, s i r . 

A. No. I b e l i e v e what you w i l l see i s a 

type of a l o b e - d r a i n a g e p a t t e r n , t h e f a c t t h a t t h e r e 

has been an e s t a b l i s h e d d i a g o n a l p a t t e r n w i t h i n t h e 
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f i e l d . T y p i c a l l y t h e w e l l s t h a t are f u r t h e r a p a r t 

w i l l see a l a r g e r r a d i u s , or e l l i p s e , as opposed t o 

the d i r e c t . Y o u ' l l see i t narrower, so y o u ' l l get 

s o r t of an o p t i c a l - t y p e d r a i n a g e p a t t e r n . 

Q. That o p t i c a l -- t h a t ' s " e l l i p t i c a l " ? 

A. " E l l i p t i c a l , " I'm s o r r y . 

Q. That e l i p t i c a l d r a i n a g e p a t t e r n w i l l 

conform t o the geology of the r e s e r v o i r , w i l l i t 

not? 

A. We hope i t does. 

Q. I t w i l l have t o , won't i t ? The 

c o n f i g u r a t i o n of the o i l and how i t ' s produced by 

the w e l l w i l l conform t o the containment t h a t i t ' s 

in? 

A. That's t r u e . 

Q. S u b j e c t t o i n t e r f e r e n c e by t he w e l l s ? 

A. True. 

Q. I f t h e r e ' s no w e l l d r i l l e d i n t he west 

h a l f of t h e no r t h w e s t t h a t we're w o r r i e d about, t h a t 

t h e 80-acre standup were f u s s i n g w i t h ? 

A. (Witness nods head.) 

Q. What w e l l i s going t o get the o i l ? 

A. I f t h e r e ' s no w e l l d r i l l e d i n t h e west 

h a l f of t he n o r t h w e s t , a l a r g e p o r t i o n , or I shou l d 

say, a p o r t i o n of t he re s e r v e s t h a t w i l l be 
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a t t r i b u t e d t o a w e l l d r i l l e d t h e r e would be c a p t u r e d 

by our w e l l . 

Q. The 8-1 w e l l i s going t o get i t ? 

A. No, I s a i d a p o r t i o n of i t . 

Q. A p o r t i o n . What percentage of those 

r e s e r v e s are going t o be produced by the 8-1 w e l l ? 

A. Maybe 30 or 40 p e r c e n t . 

Q. What t e l l s you t h a t percent? 

A. The f a c t t h a t we've looked a t two w e l l s 

i n t h e Young Wolfcamp f i e l d , and l o o k i n g a t t h e 

p r o d u c t i o n performance on thos e . R e a l i z i n g t h e 

i n t e r f e r e n c e i s i n c l u d e d , and i t ' s shown on t h e 

p r o d u c t i o n curves c l e a r l y , you can see t h a t t h e r e i s 

a s h i f t i n r e c o v e r y r e a l i z e d by d i r e c t 40-acre 

o f f s e t s . 

Q. So when we lo o k a t the 60,000 b a r r e l s of 

o i l t h a t are going t o be l e f t i n t he spacing u n i t i f 

the Hanley w e l l i s d r i l l e d a t t h e i r l o c a t i o n --

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

Q. -- what volume i s recovered by the 

Hanley w e l l a t t he Hanley l o c a t i o n ? 

A. I've e s t i m a t e d between 40 -- 45 t o 

60,000 b a r r e l s of o i l . 

Q. How d i d you get t h a t number? 

A. Two methods. W e l l , two methods t o a r r i v e 
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a t t h a t number: one b e i n g p r i m a r i l y -- t h e r e ' s a 

t i m i n g f u n c t i o n i n v o l v e d h e r e , and as you've seen 

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

t h e 4 0 - a c r e d i r e c t o f f s e t s . We had l o o k e d a t t h e s e 

M i t c h e l l w e l l s and r e a l i z e d t h a t you have two w e l l s 

t h e r e t h a t were d r i l l e d w i t h i n f o u r m onths, 

e s s e n t i a l l y . We're now a p p r o a c h i n g 8 months t o where 

an o f f s e t w o u l d be d r i l l e d , w h i c h i s t w i c e as l o n g 

as w h a t ' s been e x p e r i e n c e d o v e r h e r e . 

L o o k i n g a t t h e o f f s e t w e l l t h a t was 

d r i l l e d s u b s e q u e n t t o t h e i n i t i a l w e l l , y o u ' r e 

l o o k i n g a t a b o u t 80 t o 100,000 b a r r e l s o f o i l i n t h e 

M i t c h e l l w e l l . Because t h i s has d r u g on, t h e f a c t 

t h a t i t h as, and t h e r e ' s been some d r a i n a g e g o i n g 

on, I t h i n k w i t h t h e t i m e e l e m e n t and t h e 

i n t e r f e r e n c e e l e m e n t b o t h i n c o r p o r a t e d , we're 

l o o k i n g a t a p p r o x i m a t e l y 45 t o 60,000 b a r r e l s i f t h e 

w e l l i s d r i l l e d . I e s t i m a t e d by O c t o b e r . 

Q. When we l o o k a t E x h i b i t G, a r e t h e 

a s s u m p t i o n s made i n t h i s d i s p l a y such t h a t y o u ' r e 

a s s u m i n g t h e same p o r o s i t y v a l u e f o r each o f t h e s e 

w e l l s ? 

A. L i k e I had m e n t i o n e d e a r l i e r , I f e e l 

t h a t t h e r e w i l l be w e l l s t h a t have h i g h e r p o r o s i t y , 

t h e r e w i l l be w e l l s t h a t have l o w e r . I n s t e a d o f 
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John g o i n g t h r o u g h a f o o t - b y - f o o t a n a l y s i s , we used 

what he f e l t was a s t a t i s t i c a l average of what he's 

seen out here i n the area. 

Q. Okay. When we come t o the t h i c k n e s s , 

have you used p e r f o r a t e d pipe? 

A. That's what I had mentioned, yes. 

Q. How does t h a t r e f l e c t t h i c k n e s s i n terms 

of pay q u a l i t y f o r these w e l l s i n the Wolfcamp? 

A. The m a j o r i t y of these w e l l s were d r i l l e d 

by M e r i d i a n , and we f e e l c o m f o r t a b l e w i t h t h e f a c t 

t h a t t h e y ' r e p e r f o r a t e d , what the y f e e l i s 

p r o d u c t i v e pay, and we made t h a t assumption when we 

ran t h i s a n a l y s i s . 

Q. Okay. When we lo o k a t the l a s t column 

i n t h e a n a l y s i s , i t says, "area a c r e s . " I f t h e r e ' s 

not an e n t r y a t t h a t p o i n t , do I understand t h a t 

t h a t w e l l has no area of dra i n a g e a p p l i e d t o i t ? 

A. C o r r e c t . 

Q. I count 13? 

A. I don't come up w i t h t h e same number 

t h a t you do. 

Q. Out of 37 w e l l s I get about 13 t h a t o n l y 

have 40 ac r e s . I s t h a t about r i g h t ? 

A. I don't know. Without d o i n g f u r t h e r 

a n a l y s i s I don't --
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Q. Out o f 37 w e l l s I can f i n d o n l y f o u r 

t h a t have a b o u t 80 a c r e s . How many do you g e t ? 

A. 70 a c r e s . You mean t h e ave r a g e ? 

Q. A p p r o x i m a t e l y , p l u s o r minus 80 a c r e s . 

I see t h e r e ' s o n l y a b o u t f o u r o f them. 

A. I t h i n k -- I come up w i t h s i x . 

Q. I s e p a r a t e d some o u t . I had f i v e t h a t I 

had o v e r 100 a c r e s . Maybe I m i s c o u n t e d . Have you 

had a chance t o l o o k a t Mr. Huck's s t a t i s t i c a l 

a n a l y s i s t h a t he p r e p a r e d i n h i s l i s t ? 

A. J u s t b r i e f l y . T h i s i s t h e f i r s t t i m e . 

Q. Have you an o p p o r t u n i t y t o d e t e r m i n e 

w h e t h e r o r n o t you have any d i s a g r e e m e n t w i t h how he 

has i n t e r p r e t e d and r e a c h e d h i s c o n c l u s i o n s a b o u t 

t h a t i n f o r m a t i o n ? 

A. No. I t h i n k i t s u p p o r t s what we've seen 

so f a r a l s o . 

Q. You my t a l k t h a t t h e y ' r e g o i n g t o have a 

d i f f e r e n c e o f o p i n i o n , d o n ' t you? 

A. I t a p p e a r s t h a t way. 

Q. Thank y o u . 

MR. KELLAHIN: Mr. Chairman. 

COMMISSIONER LAMAY: W e l l t h e n , C o m m i s s i o n e r 

B a i l e y ? 

EXAMINATION 
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BY COMMISSIONER BAILEY: 

Q. This i s j u s t an added c l a r i f i c a t i o n . 

The c u r r e n t p r o d u c t i o n , i s t h a t b a r r e l s of o i l per 

month, or i s t h a t b a r r e l s of o i l per day? 

A. That's per day. I'm s o r r y , yeah. I t ' s 

per day, not per month, as i n d i c a t e d . 

Q. I'm done. 

COMMISSIONER LAMAY: Mr. Weiss. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. You mentioned t h a t you e s t i m a t e d Peace 

St a r and b u i l d u p . What d i d you get f o r KH? 

Q. I d i d n ' t get a KH. I d i d n ' t go t h r o u g h 

t h a t a n a l y s i s . I was j u s t i n t e r e s t e d i n Peace 

St a r . 

COMMISSIONER WEISS: Thank you. That's a l l I 

have . 

EXAMINATION 

BY COMMISSIONER LAMAY: 

Q. Going back t o E x h i b i t G j u s t t o f o l l o w 

t h r o u g h more on Mr. K e l l a h i n ' s q u e s t i o n here: I f 

you have -- assuming t h e 24 w e l l s you have l i s t e d 

under area acres -- I count 12 t h a t are g r e a t e r t h a n 

40 a c r e s , 12 t h a t are l e s s than 40 acr e s . What I'm 

g e t t i n g a t i s we have a r e s e r v o i r here t h a t you say 
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w i l l not d r a i n the 80 acres t h a t are assigned t o i t , 

or do you f e e l t h a t i t w i l l , or t h a t -- can you 

count on t h a t ? 

A. I t h i n k i t ' s h i g h l y v a r i a b l e . I f e e l 

t h a t t h e s t a t i s t i c s show here t h a t we have random 

d i s t r i b u t i o n . Show t h a t you f e e l somewhat c e r t a i n 

t h a t you're l o o k i n g a t a t y p i c a l w e l l each t i m e you 

d r i l l one out t h e r e , and the average t h a t we come up 

w i t h i s a p p r o x i m a t e l y 70 acres i n each w e l l . 

Q. Do you have an average, but when you 

l o o k a t each i n d i v i d u a l w e l l , a c e r t a i n percentage 

of them f a l l above a number, and a c e r t a i n 

percentage below i t ? I t looks l i k e maybe h a l f of 

them w i l l , a c c o r d i n g t o your a n a l y s i s t h a t we've 

seen here, and h a l f of them won't? 

A. R i g h t . 

Q. So the average -- I guess i s k i n d of 

meaningless i f you're l o o k i n g a t the v a r i a t i o n of 

p r o d u c t i o n . You have some w e l l s t h a t produce a 

q u a r t e r of a m i l l i o n b a r r e l s , you have some t h a t 

make, you know, 10,000 t o 5,000, and the reason why 

I'm b r e a k i n g t h i s up, we're assuming w i t h t h e 

t e s t i m o n y t h a t we have a heck of a generous 

r e s e r v o i r , or b l o c k . You t ake two w e l l s -- l e t ' s 

t a k e your example of the Aztec West C o r b i n 1, 
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Southland R o y a l t y West Corbin Number 5. I f you take 

t h a t t h i c k n e s s which looks s u b s t a n t i a l i n t he West 

Co r b i n Number 1, the p e r f o r a t e d i n t e r v a l , and t a k e 

the p o r o s i t y t h e r e , you c o u l d get q u i t e a b i t of o i l 

out of t h e r e , can't you, w i t h a r e l a t i v e l y s m a l l 

area of drainage? 

A. With t h a t t h i c k n e s s I b e l i e v e , yes. 

Q. With t h a t t h i c k n e s s . That's what I'm 

g e t t i n g a t . I f you have a r e a l t h i c k i n t e r v a l , you 

don't need a l o t of v a r i a b l e e x t e n t , do you, i n 

or d e r t o d r a i n t h a t ? 

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

Q. So i s i t p o s s i b l e t h a t we're l o o k i n g a t 

s i t u a t i o n s t h a t have -- I mean, when t h e y p e r f o r a t e d 

t h i s down here, t h e y d i d n ' t get a bump, b u t , my 

gosh, t h e r e ' s o n l y a l i t t l e b i t of p o r o s i t y t o 

account f o r t h i n g because i t used t o be t h a t w e l l ' s 

s t r i k e , t h e West Corbin 5. What leads you t o 

b e l i e v e t h a t t h e r e ' s a r e s e r v o i r c o n t i n u i t y between 

those two w e l l s i n the AF zone? 

A. J u s t i n t e r p r e t a t i o n , g e o l o g i c a l 

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

Q. I t looks l i k e f o u r f e e t of pay -- I 

mean, i f you're going t o c a l l t h a t pay -- r i g h t a t 

the v e r y t o p . A l i t t l e b i t of l i m e s t o n e as, you 
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know, k i n d of low r e c i v i d i t y , but you're coming o f f 

a s h e l f k i c k t h e r e t o o , above i t . I mean, i f you're 

s a y i n g t h e y p e r f o r a t e d the same r e s e r v o i r and t h e y 

showed c o m p l e t i o n , I q u e s t i o n whether t h e r e ' s any 

r e s e r v o i r t h e r e t o be connected t o t h a t main zone. 

J u s t l o o k a t t h a t p e r f o r a t e d i n t e r v a l i n the l o g 

i n t e r p r e t a t i o n , or however you want t o i n t e r p r e t 

t h a t . 

A. R i g h t . I t h i n k l o g i n t e r p r e t a t i o n s 

s i g n i f i c a n t l y out here have not been t o t a l l y 

c o n c l u s i v e . We've seen w e l l s where we've had c e r t a i n 

development on r e c i v i d i t y p o r o s i t y lobes t h a t you 

would t h i n k i s p r o d u c t i v e , t h a t i s not p r o d u c t i v e . 

So even though, you know i t does not appear on t h e 

l o g t o be p r o d u c t i v e , i t c o u l d have been p r o d u c t i v e . 

Q. Could have been? 

A. Yeah. 

Q. I don't know how w i t h j u s t t h a t k i n d of 

i n f o r m a t i o n you c o u l d say i t ' s r e s e r v o i r r o ck or i t 

i s not r e s e r v o i r r o c k . You don't see a bump, so 

you're assuming, okay. You may not have a r e s e r v o i r 

a t a l l ? 

A. That's p o s s i b l e , but I t h i n k t h e 

p r e s s u r e draw down here demonstrates t h a t you've 

seen s i g n i f i c a n t drops i n r e s e r v o i r -- o v e r a l l 
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r e s e r v o i r e n e r g y w i t h i n a s h o r t p e r i o d o f t i m e . 

Q. On t h e West C o r b i n # 1 . You've c o v e r e d a 

l o t o f o i l . You a l s o g o t a t h i c k s e c t i o n . C o u l d i t 

n o t be t h a t you've j u s t d e p l e t e d one o f t h o s e b l o c k s 

w i t h a v e r y t h i c k s e c t i o n , t h a t i t d o e s n ' t e x t e n d 

v e r y f a r ? 

A. T h a t ' s p o s s i b l y t r u e . 

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

e n g i n e e r . You've somewhat answered i t , b u t y o u r 

c o n c l u s i o n seems t o be -- and I d o n ' t want t o p u t 

words i n y o u r mouth, b u t t h e r e a r e d e f i n i t e a r e a s 

where you have p r o v e d c o m m u n i c a t i o n between w e l l s 

o u t h e r e . P r e s s u r e c o m u n i c a t i o n between zones? 

A. Between w e l l b o r e s . 

Q. Between w e l l b o r e s ? 

A. Yes. 

Q. How common w o u l d you e s t i m a t e t h a t w o u l d 

be? The r u l e o r t h e e x c e p t i o n t o t h e r u l e ? 

A. T h e r e ' s been --

Q. On 4 0 - a c r e o f f s e t s ? 

A. T h e r e ' s been l i m i t e d -- w e l l , as you can 

see, t h e p r e d o m i n a n t p a t t e r n has been 80 d i a g o n a l . 

Where t h e r e has been d i r e c t 40, t h e r e has been 

p r e s s u r e i n f o r m a t i o n i n o n l y two cases t h a t we know 

o u t o f t h e t o t a l 38 w e l l s t h a t we d r i l l e d . 
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Q. So i t ' s r e a l l y more of how you f e e l 

because you've o n l y got two examples t o say, "Yes, 

t h e r e i s communication," or "There i s n ' t . " I s t h a t 

what you're s a y i n g or am I m i s i n t e r p r e t i n g what 

you're saying? 

A. W e l l , I'm not sure. 

Q. I'm not sure. What I'm t r y i n g t o f i n d 

out are t h e examples t h a t -- you've l i s t e d t h i s one 

here t h a t I guess I have some problem w i t h whether 

those t r u l y are connected. Are t h e r e o t h e r examples 

where t h e r e are d e f i n i t e l y p r e s s u r e communication on 

o f f s e t s t h a t has been measured t h a t you can p o i n t t o 

on the map today? 

A. On the South C o r b i n t h e r e h asn't. The 

M i t c h e l l w e l l s t h a t are p r o d u c i n g from the same 

i n t e r v a l t h e r e has been, which are o f f t o the west. 

Q. So t h e r e i s , but t h e r e ' s p r o b a b l y l a c k 

of d a t a , would you say, i n the the South C o r b i n t o 

say t h e r e i s or i s not pressure communication w i t h 

of f s e t s ? 

A. Comprehensively I ' d say t h e r e i s n ' t . 

I t ' s j u s t been l a t e l y t h a t M e r i d i a n and us have 

taken t he approach t h a t bottom hole p r e s s u r e s are 

going t o be k i n d of a r o u t i n e c o m p l e t i o n procedure. 

The f a c t i s t h a t when they f i r s t s e t up t h e r u l e s 
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and e s t a b l i s h e d t h e 80 a c r e , t h e r e was l i m i t e d 

p r e s s u r e d a t a . We hope w i t h f u r t h e r d e v e l o p m e n t o f 

t h e f i e l d t h a t we can o b t a i n t h a t and j u s t i f y o u r 

8 0 - a c r e p a t t e r n . 

Q. R i g h t now a r e you u n c o m f o r t a b l e w i t h t h e 

80 a c r e p a t t e r n ? Do you t h i n k i t w o u l d make -- maybe 

40 w o u l d be more a p p r o p r i a t e t o d r a i n t h e o i l , o r do 

you f e e l t h a t 80 i s t h e a p p r o p r i a t e s p a c i n g a t t h i s 

p o i n t ? 

A. I s t i l l f e e l t h a t 80 i s t h e a p p r o p r i a t e 

s p a c i n g . 

COMMISSIONER LAMAY: Mr. Weiss has a n o t h e r 

q u e s t i o n . T h a t ' s a l l I have. 

EXAMINATION 

BY COMMISSIONER WEISS: 

Q. A g a i n , on t h e p r e s s u r e b u i l d - u p d a t a , 

p e r h a p s an e x p l a n a t i o n f o r some o f t h i s . What was 

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

" C o r n e r p l o t , " I guess you used. 

A. Yes, c o r n e r p l o t . 

Q. D i d i t l o o k l i k e a n a t u r a l l y a f f e c t e d 

r e s e r v o i r ? 

A. I h a v e n ' t l o o k a t t h e b u i l d - u p d a t a on 

t h e M i t c h e l l 16. I was c a l c u l a t i n g t h e number t h a t 

M e r i d i a n p r o v i d e d t o u s , and t h e Peace S t a r ' s w i t h i n 
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a few p e r c e n t of the f 1 a t t e n e d - o u t p r e s s u r e , and we 

have done some b u i l d up a n a l y s i s on the 

Kachina 8 # 1 , and i t does i n d i c a t e t h a t t h e r e ' s d u a l 

p o r o s i t y system p r o d u c i n g . 

Q. W e l l , t h a t would e x p l a i n some of t h i s , 

you know. Where those t h i n g s show up i s anybody's 

guess. I mean, how do you f i n d t h e f r a c t u r e -- t h e 

d e n s i t y f r a c t u r e area? I c e r t a i n l y don't know how, 

but t h a t k i n d of i n f o r m a t i o n might be u s e f u l i n the 

f u t u r e . That's a l l . Thank you. 

COMMISSIONER LAMAY: The w i t n e s s may be 

excused. Le t ' s t a k e a 15-minute break. 

(Recess taken a t 3:55 p.m.) 

(Back on the r e c o r d a t 4:10 p.m.) 

MR. BRUCE: I have one more w i t n e s s , 

Mr. Chairman. 

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and 

c i t y of r e s i d e n c e f o r the record? 

A. I t ' s D a r r e l l Roberts, and I l i v e i n 

M i d l a n d , Texas. 

Q. And what i s your o c c u p a t i o n , s i r ? 

A. D r i l l i n g e n g i n e e r . 

Q. Whom do you work f o r ? 
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A. Santa Fe Energy R e s o u r c e s . 

Q. Are you f a m i l i a r w i t h t h e e n g i n e e r i n g 

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

p r o p o s e d Santa Fe w e l l i n t h e s e cases? 

A. Yes, I am. 

Q. Have you p r e v i o u s l y been a d m i t t e d as an 

e x p e r t d r i l l i n g e n g i n e e r 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 p r e v i o u s l y ? 

A. Yes, I have. 

Q. Mr. D a r r e l l R o b e r t s , w o u l d you o u t l i n e 

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

a r e a ? 

A. Okay. I n 1981 I was employed by 

S o u t h l a n d R o y a l t y . S t a r t i n g i n 1982 my a r e a o f 

a s s i g n m e n t was s o u t h e a s t e r n New Mexico and 

s p e c i f i c a l l y i n t h e a r e a o f 18 s o u t h , 32 e a s t and 18 

s o u t h , 33 e a s t . I ' v e d r i l l e d -- o r i n v o l v e d i n t h e 

d r i l l i n g o f t h e 16 Wolfcamp w e l l s , and s i n c e 1982 

w i t h b e i n g employed t o S o u t h l a n d R o y a l t y and 

M e r i d i a n and now Santa Fe. I ' v e been i n v o l v e d i n --

l e t ' s see. Around i n t h e 36 w e l l s i n t h i s a r e a . I n 

t h i s a r e a -- I guess I ' l l j u s t s t o p t h e r e . 

Q. Okay. I n t h e a r e a o f 18 s o u t h , 32 e a s t 

and 183 3? 

A. R i g h t . 
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MR. BRUCE: I ten d e r Mr. Roberts as an e x p e r t 

d r i l l i n g e n g i n e e r . 

COMMISSION LAMAY: His q u a l i f i c a t i o n s are 

accepted. 

Q. (By Mr. Bruce) F i r s t o f f , Mr. Robe r t s , 

would you t e l l us j u s t b r i e f l y about a d d i t i o n a l 

w e l l s d r i l l e d i n the poo l s i n c e t h e examiner h e a r i n g 

and Santa Fe's plans f o r a d d i t i o n a l w e l l s ? 

A. Well t h e r e has been a l l u d e d t o i n t h e 

cross s e c t i o n . We've d r i l l e d -- we've d r i l l e d t h e 

Kachina 5-1, and we s t a t e d and sent i n a p e r m i t f o r 

th e Kachina 5-2 i n the n o r t h e a s t q u a r t e r of south 

q u a r t e r s e c t i o n f i v e , and then a l s o Santa Fe 

p a r t i c i p a t e d i n the Corbin 28, West C o r b i n 28, 

ope r a t e d by M e r i d i a n , which i s i n the n o r t h e a s t 

q u a r t e r of the n o r t h e a s t q u a r t e r of S e c t i o n 17. 

Q. Okay. Did Santa Fe ask you t o be the 

named o p e r a t o r of the w e l l i n these cases? 

A. Yes. 

Q. Next, Mr. Roberts, would you move onto 

Santa Fe's E x h i b i t L and d e s c r i b e t h a t f o r t h e 

examiner? 

A. This i s a cos t comparison t h a t I 

prepared t o t r y t o compare Hanley's c o s t e s t i m a t e t o 

a c o s t e s t i m a t e t h a t I pr e p a r e d , and i n doi n g t h i s 
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I ' v e made i t i n a f o r m a t o f Santa Fe's c o s t 

e s t i m a t e . And i n p r e v i o u s t e s t i m o n y we s u b m i t t e d an 

AFE f o r t h e K a c h i n a -- a c o s t e s t i m a t e f o r t h e 

K a c h i n a 8-2, w h i c h i s -- we t o o k i n t o a c c o u n t t h a t 

-- we d i d n ' t t a k e i n t o a c c o u n t t h e f a c t t h a t we 

w o u l d be u s i n g a t i m e b a t t e r y . I assumed t h e y w o u l d 

be u s i n g a common t a n k v a l u e f r o m t h e 8-1, and I ' v e 

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

r o y a l t y i n t e r e s t , so I guess t o make a l o n g s t o r y 

s h o r t , I ' v e added a r o u n d $35,000 t o t h e K a c h i n a 8-2. 

Q. The o r i g i n a l AFE? 

A. R i g h t . To make two c o m p a r i s o n s o f t h e 

c o s t e s t i m a t e s e q u i t a b l e , c o m p a r i n g a p p l e s t o 

a p p l e s . 

Q. Okay, now l o o k i n g a t E x h i b i t L i s t h e r e 

much d i f f e r e n c e i n t h e d r y h o l e c o s t o f b o t h H a n l e y 

and Santa Fe? 

A. No, t h e r e ' s n o t . 

Q. Where do t h e d i f f e r e n c e s come f r o m t h e n ? 

A. I t ' s m a i n l y i n t h e c o m p l e t i o n and t h e 

f a c i l i t i e s p a r t o f t h e , you know, making a p r o d u c e r 

o u t o f a d r y h o l e . 

Q. Would you go t h r o u g h t h e main i t e m s and 

d e s c r i b e why you t h i n k t h e w e l l c o s t -- t h e w e l l 

c o s t e s t i m a t e s o f b o t h H a n l e y and Santa Fe a r e b o t h 
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r o u g h l y e q u i v a l e n t ? 

A. Okay. I f you look a t t h i s comparison 

l o g on t h e f a r r i g h t h a n d column, t h e v a r i a n c e , which 

i s comparing t h e v a r i a n c e of the Santa Fe producer 

versus t h e Hanley producer, t h e r e ' s some items t h e r e 

t h a t are h i g h l i g h t e d i n orange, and these are items 

t h a t we've not i n c l u d e d i n our c o s t e s t i m a t e t h a t I 

d i d not see t h a t Hanley had i n c l u d e d i n t h e i r c o s t 

e s t i m a t e . Would you l i k e me t o go t h r o u g h these? 

Q. Yes, ve r y b r i e f l y . 

A. The f i r s t one i s conductor c a s i n g , which 

i s $3,000, and I t h i n k t h i s i s necessary s i n c e we're 

d r i l l i n g i n a sand dune environment on t h e s u r f a c e 

and i t ' s a common p r a c t i c e . 

Q. Does M e r i d i a n use conductor c a s i n g as 

w e l l ? 

A. Yes, they do. The second i t e m i s a 

$15,000 under lease f a c i l i t y c o s t , which i s 

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

l i n e , s t u f f l i k e t h a t which I t h i n k i s -- everybody 

w i l l agree i s necessary -- f e n c i n g . Santa Fe puts 

c h a i n l i n k fence around a l l t h e i r b a t t e r i e s and -- I 

t h i n k we do a ve r y good j o b of doi n g t h a t , and so 

t h a t i s a c o s t t h a t we i n c u r and t h a t I i n c l u d e d . 

I f we have i n s p e c t i o n of t a n g i b l e i t e m s , 
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which we i n s p e c t our c a s i n g b e f o r e we run i t i n the 

hole -- We a l s o have d r i l l i n g equipment r e n t a l s , 

which i s the $3,000, and then we a l s o have 

c o m p l e t i o n t o o l r e n t a l s d r i l l i n g out a BV t o o l , and 

s t u f f l i k e t h a t . 

We have a l s o from $9,200 f o r 

a d m i n i s t r a t i v e overhead. This i s s t u f f t h a t we l i s t 

because i t ' s not l i k e leases or something l i k e t h a t 

t h a t we've a l r e a d y spent the money f o r . This i s a 

co s t t h a t w i l l be i n c u r r e d t o d r i l l a w e l l , and we 

pr e s e n t t h i s t o g i v e our managers the o p t i o n s t o 

decide whether t o d r i l l a w e l l or n o t . And then t h e 

l a s t i t e m i s the $5,000 f o r t e s t i n g . And as you can 

see, we're more i n t o v o l u b l e p r e s s u r e t e s t i n g and 

t r y i n g t o f i n d out what e x a c t l y i s going on w i t h t h e 

r e s e r v o i r . 

Q. Okay. Now t h i s $757,000, completed w e l l 

c o s t f o r Santa Fe, i s t h a t -- Santa Fe tends t o put 

these w e l l c o s t s on a l i b e r a l s i d e as f a r as w e l l 

c o s t e s t i m a t e s ? 

A. Yes, we do. We use book values f o r t h e 

ca s i n g and s t u f f l i k e t h a t . We g i v e a h i g h s i d e 

e s t i m a t e , so t h a t we -- so we don't have t o 

supplement an AFE f o r being overextended. We do i t 

a t a h i g h s i d e and a l s o i t g i v e s us -- g i v e s our 
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p a r t n e r s an idea o f , you know, of an o u t s i d e -- a 

h i g h l i m i t of what's going t o be spent on t h e w e l l . 

Q. Do you expect f i n a l w e l l c o s t s t o be 

lower t h a n t h a t $757,000 f i g u r e ? 

A. Yes, I do. 

Q. Would you please move on t o E x h i b i t M 

and d e s c r i b e some of the r e c e n t w e l l c o s t s i n t h i s 

p o o l ? 

A. Okay. I've prepared t h i s . I t ' s j u s t a 

l i s t i n g of a c t u a l w e l l c o s t s i n s e c t i o n f i v e , seven 

and e i g h t of 18 South, 33 e a s t , and these are a l l 

11,500-foot, South Corbin Wolfcamp w e l l s , and I've 

got here t h e y were a l l d r i l l e d i n 1991, and t h a t ' s 

not t r u e . The Kachina 8-1 was d r i l l e d i n 1990, so 

I ' d l i k e t o make t h a t c o r r e c t i o n . But i n the Kachina 

8-1 t h e f i n a l w e l l c o s t was $705,437. This was 

l i s t e d on a c t u a l c o s t on the d r i l l i n g r e p o r t s . 

The Kachina 5 Federal #1 was $738,625, 

a c c o r d i n g t o M e r i d i a n , the d r i l l i n g r e p o r t s t h a t we 

r e c e i v e d because we were a p a r t n e r i n the West 

Co r b i n F e d e r a l Number 26 i n S e c t i o n 8 of 18 s o u t h , 

33 e a s t . The f i n a l w e l l c o s t was $713,261, and then 

o f f t h e a i r d r i l l i n g r e p o r t , the West C o r b i n 25 was 

$600,781, but t h a t does not i n c l u d e f a c i l i t i e s , 

pumping u n i t , and s t u f f l i k e t h a t which they've 
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a l l o t t e d $94,000 on t h e i r c o s t e s t i m a t e f o r t h a t . 

So i f you added a l l t h a t i n t h e r e 

t o g e t h e r t h e r e , t h e y ' r e a l l i n a range from $700,000 

t o $750,000, and I ' d l i k e t o add t h a t back on t h e 

p r e v i o u s e x h i b i t . I f you added a l l those orange 

items t o g e t h e r , i t t o t a l s up t o be $48,400, and i f 

you added t h a t t o the $667,782, which i s Hanley's 

p r o d u c i n g c o s t , t h a t comes t o $716,182, which i s i n 

the same range t h a t we a r e . 

Q. That must be the average of t h e l a s t 

f o u r completed w e l l costs? 

A. E x a c t l y . 

Q. Does M e r i d i a n o p erate most of the w e l l s 

i n t h i s pool? 

A. Yes, they do. 

Q. Please r e f e r b r i e f l y t o E x h i b i t N and 

d e s c r i b e t h a t f o r the commission, please? 

A. This i s a copy of an award t h a t t h e BLM 

gave t o Santa Fe Energy. I t ' s c a l l e d an 

En v i r o n m e n t a l I n i t i a t i v e Award f o r l a s t y e a r , and 

t h i s was -- t h i s i s an annual award t h a t t h e y have 

been awarding, and Santa Fe r e c e i v e d t h i s because of 

our i n i t i a t i v e t h a t we take t o comply and conform t o 

t h e i r r u l e s and r e g u l a t i o n s , and I t h i n k i t ' s j u s t 

a n o ther example of another governmental body t h a t 
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t h i n k s t h a t Southland or Santa Fe does a good j o b . 

Q. Okay. Mr. Roberts, t h e r e was a l a n d 

c h r o n o l o g y s u b m i t t e d t o the commission, and i t had 

a p p r o x i m a t e l y two months' d e l a y between t h e 

c o m p l e t i o n of t h e Kachina 8-1 w e l l and t h e time when 

t h a t w e l l began t o produce. Could you d e s c r i b e why 

t h a t two-month i n t e r v a l occurred? 

A. Yes. Ma i n l y we -- I ' d j u s t l i k e t o g i v e 

you some dates based on our d r i l l i n g r e p o r t , which 

we've s u p p l i e d t o Hanley. The Kachina 8-1 d r i l l i n g 

r i g was r e l e a s e d on 10-31-90. We moved i n a 

c o m p l e t i o n r i g on November the 7 t h of '90, and then 

we had made the c o m p l e t i o n and made -- the i n i t i a l 

p e n c i l t e s t was performed on November t h e 15th of 

'90, and th e n the w e l l was shut i n pending 

c o n n e c t i o n t o a Conoco gas l i n e , and i t was 

connected t o t h e i r low-pressure gas l i n e on 

January 12th of '91, and then p r o d u c t i o n -- and i t 

was commenced on January 13th of '91. 

Q. Okay. And f i n a l l y , on some a r c h a e o l o g i c 

m a t t e r s . Has Santa Fe's proposed l o c a t i o n been 

approved from an a r c h a e o l o g i c aspect by the f e d e r a l 

government ? 

A. Not by the f e d e r a l government. 

Q. Has i t been c l e a r e d by your 
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a r c h a e o l o g i s t ? 

A. Yes, i t has. We asked our a r c h a e o l o g i s t 

o n l y t o go out and do a p r e s t a k i n g survey of t h e 

west h a l f of S e c t i o n 8. West h a l f of t he no r t h w e s t 

q u a r t e r of S e c t i o n 8, and the i n f o r m a t i o n he t o l d me 

was t h a t t h e no r t h w e s t q u a r t e r of the no r t h w e s t 

q u a r t e r has a s i g n i f i c a n t a r c h a e o l o g i c a l s i t e over 

t h a t area. 

Q. And t h a t ' s Hanley's l o c a t i o n ? 

A. R i g h t . And t h a t ' s Hanley's p a r t i c u l a r 

l o c a t i o n i n t h a t area, and i t appeared t o him t h a t 

t h e y were having t r o u b l e f i n d i n g a s i t e because of 

the archaeology. He a l s o a l l u d e d -- M e r i d i a n has 

a l l u d e d t o the f a c t t h a t t h e r e i s an a r c h a e o l o g i c a l 

s i t e over i n S e c t i o n 7. 

Q. The east h a l f of the n o r t h e a s t ? 

A. R i g h t . And he a l s o looked a t our 

l o c a t i o n which would be the southwest q u a r t e r of the 

no r t h w e s t q u a r t e r , and s a i d t h e r e ' s no 

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

Q. Were E x h i b i t s L t h r o u g h N prepared by 

you or compiled from company records? 

A. Yes, they were. 

Q. And i n your o p i n i o n i s the g r a n t i n g of 

Santa Fe's a p p l i c a t i o n i n the i n t e r e s t of 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

243 

c o n s e r v a t i o n and t h e p r e v e n t i o n o f waste? 

A. Yes. 

MR. BRUCE: Mr. Cha i r m a n , I move f o r t h e 

a d m i s s i o n o f Santa Fe's E x h i b i t L t h r o u g h N. 

COMMISSIONER LAMAY: W i t h o u t o b j e c t i o n , L 

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

Mr. K e l l a h i n . 

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

COMMISSIONER LAMAY: Commissioner B a i l e y ? 

EXAMINATION 

BY COMMISSIONER BAILEY: 

Q. E x h i b i t L, a r e t h e s e a c t u a l c o s t s 

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

E x h i b i t L? 

A. E x c e p t f o r t h e o v e r h e a d , a d m i n i s t r a t i o n 

o v e r h e a d . 

COMMISSIONER BAILEY: T h a t ' s a l l t h e q u e s t i o n s 

I have. 

COMMISSIONER LAMAY: I have no q u e s t i o n s . You 

may be e x c u s e d . 

MR. BRUCE: I r e s t my cas e . 

COMMISSIONER LAMAY: Thank y o u , Mr. B r u c e . 

Mr. C a r r . 

MR. CARR: We have a c r o s s s e c t i o n t o p u t up. 

DIRECT EXAMINATION 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

244 

BY MR. CARR: 

Q. Please s t a t e your name f o r t h e r e c o r d , 

please? 

A. L a r r y Brooks. 

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

A. A r t e s i a , New Mexico. 

Q. Mr. Brooks, by whom are you employed and 

i n what c a p a c i t y ? 

A. Harvey Yates Company, e x p l o r a t i o n 

g e o l o g i s t . 

Q. Can you b r i e f l y summarize your 

e d u c a t i o n a l background f o r the commission, please? 

A. Yes. I have a Bachelor of Science i n 

geology w i t h a combined science major i n c h e m i s t r y 

and math, New Mexico, Highlands U n i v e r s i t y . 

Q. When was t h a t r e c e i v e d ? 

A. 1978. 

Q. Since g r a d u a t i o n , f o r whom have you 

worked? 

A. I worked f o r the s t a t e e n gineer's o f f i c e 

as an e n g i n e e r i n g t e c h n i c i a n . I've have a l s o worked 

f o r 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 as a d i s t r i c t 

g e o l o g i s t i n A r t e s i a f o r f i v e y e a r s , and I have now 

worked f o r Heyco f o r over f i v e years as an 

e x p l o r a t i o n g e o l o g i s t . 
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Q. Are you f a m i l i a r w i t h t h e Wolfcamp and 

t h e Bone S p r i n g s f o r m a t i o n i n s o u t h e a s t e r n New 

Mexico? 

A. E x c l u s i v e l y . 

Q. And a r e t h e s e f o r m a t i o n s i n t h i s 

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

f o r t h e H a r v e y Y a t e s Company? 

A. Yes. I t i s my d a i l y d e b t . 

Q. On how many w e l l s have you a c t u a l l y been 

t h e g e o l o g i s t t h a t have been d r i l l e d t o t h e s e 

f o r m a t i o n s i n s o u t h e a s t e r n New Mexico? 

A. 56 . 

Q. And have you made a s t u d y o f t h e s e 

f o r m a t i o n s i n t h e a r e a w h i c h i s t h e s u b j e c t o f t h i s 

h e a r i n g ? 

A. I have. 

Q. And 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 . 

Q. Have you t e s t i f i e d b e f o r e t h e d i v i s i o n 

as an e x p e r t g e o l o g i c a l w i t n e s s ? 

A. I have. 

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 ? 

COMMISSIONER LAMAY: H i s q u a l i f i c a t i o n s a r e 
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a c c e p t a b l e . 

MR. KELLAHIN: P o i n t of i n q u i r y , 

Mr. Chairman. I n o t i c e d Mr. Brooks' package of 

e x h i b i t s he has -- when he was nominated -- as 

e f f e c t i v e d r a i n a g e area d i s p l a y s . I might i n q u i r e 

as t o whether Mr. Brooks i s p u r p o r t i n g t o p r o v i d e 

t e s t i m o n y as an e x p e r t r e s e r v o i r engineer on 

dr a i n a g e i s s u e s f o r t h a t d i s p l a y . 

MR. CARR: May i t please t h e commission. We 

can address t h a t now or l a t e r . 

Mr. Brooks has prepared c e r t a i n e x h i b i t s 

on which he has plac e d c i r c l e s which encompass 80 

acres which are a r e f l e c t i o n of the area t h a t a w e l l 

i s presumed t o d r a i n based on 80-acre s p a c i n g . He 

has not made any c a l c u l a t i o n s . He's not done 

e n g i n e e r i n g c a l c u l a t i o n s t o support t h a t . We would 

s t i p u l a t e t h a t the c i r c l e s are t h a t and are not even 

c o n t o u r e d t o r e f l e c t t he c h a r a c t e r i s t i c s of the 

geology, which would tend t o a f f e c t t h e dr a i n a g e 

p a t t e r n by s i m p l y t h a t r e p r e s e n t a t i o n s of what an 

80-acre r a d i u s around the w e l l bore would d r a i n . I f 

at t h e ti m e we b r i n g them up Mr. K e l l a h i n wants t o 

o b j e c t t o the use of thos e , we can p r e s e n t t h a t 

t e s t i m o n y when we i n s e r t t h a t cross s e c t i o n . 

COMMISSIONER LAMAY: I s t h a t a c c e p t a b l e , 
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Mr. K e l l a h i n ? 

MR. KELLAHIN: I'm happy t o accept Mr. Carr's 

s t i p u l a t i o n , Mr. Chairman, w i t h those c o n d i t i o n s . 

We have no o b j e c t i o n t o Mr. Brooks' q u a l i f i c a t i o n s . 

COMMISSIONER LAMAY: Thank you. We r e a l i z e 

what when a g e o l o g i s t gets i n t o 

a d d i t i o n / s u b t r a c t i o n , he's q u a l i f i e d . 

M u l t i p l i c a t i o n i s a l i t t l e beyond. He can draw 

c i r c l e s , but i f he's going t o q u a l i f y those c i r c l e s 

w i t h any s o r t of s c i e n t i f i c v a l i d i t y , we may 

d i s q u a l i f y him. 

MR. CARR: We hope you d i s q u a l i f y t h e c i r c l e s 

and not the w i t n e s s . 

COMMISSIONER LAMAY: We c e r t a i n l y w i l l . We 

w i l l t e n d t o q u a l i f y the t e s t i m o n y . Mr. Brooks, I 

hope you know t h i s was a l l i n j e s t , and you know 

t h a t you're a q u a l i f i e d w i t n e s s . 

Q. (By Mr. Carr) what i s the i n t e r e s t of 

Harvey Yates Company i n t h i s case? 

A. We want t o d r i l l t he best l o c a t i o n t o 

d r a i n t h e Wolfcamp f o r m a t i o n and produce t h e maximum 

amount of r e s e r v e s . 

Q. What i s the ownership i n t e r e s t of t h e 

n o r t h h a l f of s e c t i o n 8 of Harvey Yates Company? 

A. We have j o i n t i n t e r e s t i n t h a t lease of 
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50 p e r c e n t w o r k i n g i n t e r e s t w i t h Santa Fe w i t h t h e 

e x c e p t i o n of the n o r t h w e s t q u a r t e r of the n o r t h w e s t 

q u a r t e r . 

Q. Have you prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. I have. 

Q. Would you i d e n t i f y what has been marked 

as Harvey E Yates Company E x h i b i t 1, and r e v i e w t h i s 

f o r t h e commission? 

A. Okay. E x h i b i t 1 i s a cross s e c t i o n t h a t 

runs across t h e Young Deep u n i t t h r o u g h the proposed 

Santa Fe w e l l a t the a c t u a l Kachina 8-1 l o c a t i o n . 

What I've done i s , I've found two 

i d e n t i c a l p r o d u c i n g h o r i z o n s t h a t are the same 

p r o d u c i n g h o r i z o n s t h a t t he Kachina 8-1 i s 

p r o d u c i n g , and I've run t h i s cross s e c t i o n from a 

p o i n t a t 1650 from the n o r t h by 90 from t h e east 

s e c t i o n 15 down t o the 1832, t o the o f f s e t w e l l , 

which i s 494 from the east 554 from the n o r t h same 

s e c t i o n , due n o r t h 40-acre o f f s e t s , up t h r o u g h our 

Young Deep 31, which would be the Wolfcamp w e l l 

d r i l l e d -- w e l l , a c t u a l l y strawn t e s t e d , b ut we l o o k 

a t t h e Wolfcamp on the way down, and t h r o u g h t h e 

Young Deep 1, which i s a Wolfcamp producer. 

The next o f f s e t i s the Young Deep 34, 
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w h i c h has t h e i d e n t i c a l c h i r t l i m e t h a t i t ' s 

p r o d u c i n g o f f s e t s i n t h e M e r i d i a n 16-2 and 2, and i s 

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

t o 100 b a r r e l s a day i n t h e Bone S p r i n g s . I t h e n go 

a c r o s s t h e So u t h C o r b i n 7 w e l l . I d i d n o t add i t on 

t h e c r o s s s e c t i o n , b u t i t i s t h e r e , x e r o x e d f o r 

r e f e r e n c e , and t h e n I go s t r a i g h t i n t o t h e K a c h i n a 

8-1 w e l l . I w i l l d i s c u s s t h e C o r b i n 7-1 a l i t t l e b i t 

l a t e r . 

Q. And what i n t e r v a l a r e you t r y i n g t o 

d e p i c t h ere? 

A. I hung t h i s s t r a t i g r a p h i c a l l y on what I 

c o r r e l a t e as t h e E zone. I t ' s r e a l l y b a s i c . I , f o r 

s i m p l i c i t y , used A, B, C, D, E c a r b o n a t e . T h a t 

c o r r e s p o n d s t o "AC," "AD," "AE," "AF," and "AG" o f 

Santa Fe. 

Q. You're t a l k i n g a b o u t t h e "E" i n t e r v a l . 

What does t h a t c o r r e l a t e t o i n t h e p r e s e n t a t i o n made 

by Santa Fe? 

A. The "E" i n t e r v a l c o r r e l a t e s t o t h e 

K a c h i n a 8-1 p r o d u c i n g zone o c c u r r e n c e . 

COMMISSIONER LAMAY: Which i s t h e what? 

A. The l o w e r m o s t f a c i e s o r t h e "AG." 

Q. (By Mr. C a r r ) Now you've g o t some o r a n g e 

l i n e s r u n n i n g a c r o s s t h i s c r o s s s e c t i o n ? 
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A. R i g h t . 

Q. What does t h i s show? 

A. The orange l i n e s show t h e A carbonate a t 

the t o p , t h e "B" carbonate t h e "C" c a r b o n a t e , t h e 

"D" c a r b o n a t e , and the "E" carbona t e . They are a l l 

s e p a r a t e d b a s i n a l s o l u t i o n s of middle mudstone and 

ca l c a r e o u s s h e l l s . 

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

Heyco E x h i b i t Number 2. Would you i d e n t i f y t h a t , 

please? 

A. This i s a s t r u c t u r e map based on t h e t o p 

of t h e Penn sha l e or the base of the "E" ca r b o n a t e . 

Q. Now what does t h i s g e n e r a l l y show you 

about t h e s t r u c t u r e i n t he area? 

A. W e l l , e s s e n t i a l l y what t h a t shows me i s 

t h a t you have a s a l i c e o u s b a s i n a l bottom. The 

s t r u c t u r e s where t h e t h i c k e s t carbonate i n t h e "E" 

zone are found are d e p o s i t e d i n the lobes of t h e 

s t r u c t u r e . I f e e l t h a t from the o r i e n t a t i o n of t h e 

s t r u c t u r e , t h a t the Kachina 8-1 w i l l be a l o n g 

d e p o s i t i o n a l s t r i k e t o the w e l l i n t he "B" spot of 

S e c t i o n 18, which a l s o has produced from t h e "AG" or 

"E" zone. 

I f e e l t h a t i t sets up your d e b r i s 

network i n t o which a c c u m u l a t i o n of whether by d i r e c t 
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f a l l o f f t h e s h e l f or ocean bottom, c o n d i t i o n s w i l l 

accumulate i n them because s t r u c t u r a l highs i n any 

sch o o l of d e b r i s f l o w e x p l o r a t i o n i s a v e r y poor 

c h o i c e f o r l o o k i n g f o r s t r u c t u r a l highs t o say, 

"Hey, we've got s t r u c t u r a l h i g h here. This i s 

where we're going t o have an a c c u m u l a t i o n . " 

What I've found i n the Young Deep, I f e e l 

t h a t d e p o s i t i o n a l l y the Bone S p r i n g i s e q u i v a l e n t t o 

the Wolfcamp, and I ' l l r e f e r t o the Bone Springs f o r 

a moment. The best producer t h a t I've found i s 

s t r u c t u r a l l y low t o where t he bottom has been 

scoured out and the d e p o s i t s have i n f i l l e d t h e 

bottom. D i f f e r i n g m i n e r o l o g i c a l l y than t h e 

s a l i c e o u s dolomid stones t h a t surround t h e d e b r i s 

f l o w s , when what have -- our best producers w i t h 

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

d e p o s i t e d i n t h e s e . 

Rather we grade i n t o a t i g h t s o l i c e o u s , 

d a r k , dense, dolomid stone. I t h i n k t h e Wolfcamp i s 

do i n g t h e same t h i n g . This bottom r e f l e c t s t h e 

b a s i n a l s t r u c t u r e . I have isopach t o f o l l o w . 

What I see i s s t r u c t u r a l h i g h s . You have 

a h i g h e r percentage of c h i r t i n almost a l l w e l l s , 

and by l o o k i n g a t samples on over 56 w e l l s , and t h i n 

s e c t i o n s , I've found t h a t these r e s e r v o i r s grade 
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from t h e base t o the t o p , l e s s s a l i c e o u s as you go 

up. The Kachina 5-1 i s a prime example of t h a t . 

The t o p c a r b o n a t e , which was l i m e s t o n e i n t h e 8-1, 

i s 100 p e r c e n t d o l o m i t e . 

Q. So b a s i c a l l y what c o n c l u s i o n can you 

draw about t h e importance of s t r u c t u r a l p o s i t i o n i n 

making a commercial w e l l i n these p a r t i c u l a r pools? 

A. I f e e l s t r u c t u r a l l y you have a 

di s a d v a n t a g e . I f you c l i m b on t o a s t r u c t u r e , you 

have a tendency t o form carbonates t h a t you're 

l o o k i n g t o accumulate. 99 p e r c e n t of our w e l l s -- I 

can g i v e a prime example i n the Young Deep. We have 

t h r e e w e l l s and we f e e l , "Hey, t h i s i s g r e a t . We're 

g a i n i n g s t r u c t u r e here. We're going t o move up t h e 

s l o p e . We're going t o get barn b u r n e r s . " We had 

t h r e e w e l l s down below t h a t were 56 f o o t l o wer. 

They had b e a u t i f u l wei1-developed p o r o s i t y . We 

moved 56 f o o t up s t r u c t u r e , we l o s t a l l t h e 

p o r o s i t y -- a b s o l u t e l y no p o r o s i t y . We moved an 

o f f s e t west, t h e Young Deep 12, which i s on t h i s 

s t r u c t u r e map t o f o l l o w , we l o s t 73 f o o t of 

s t r u c t u r e and i t came i n a t 600 b a r r e l s a day. 

Q. Why don't we move t o the E x h i b i t 

Number 3, Heyco E x h i b i t Number 3 t o your isopach? 

A. This i s the isopach of a gross fee 
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p e r m i t . T h i s i s not the n e t . I t ' s j u s t based on 

t h e c l e a n p o r o s i t y a t the t o p of the datum which I 

hung t o the t o p of the Penn s h a l e . I t i n c l u d e s 

v a r y i n g degrees across the cross s e c t i o n , 10 t o 

about 25 f o o t of d o l o m i t e l i m e s t o n e , which I use as 

an i n s t r u c t i v e key t o f i n d when I'm i n the r e s e r v o i r 

and when I'm out of the r e s e r v o i r proper f o r the 

c h i r t zone. What I ' l l show you -- the Kachina 8-1 

had 58 f o o t of t h i s c arbonate. The w e l l i n s e c t i o n 

18 i n t h e V spot had 40 f e e t . The w e l l i n the 8 

spot of 18 had 60 f e e t and the due o f f s e t t o t h a t 

had 65 f o o t , which a l s o produced c h i r t m a t e r i a l , and 

t h e r e are some d e f i n i t e m i n e r a l o g i c d i f f e r e n c e s 

between H and J spot -- H-I s p o t , excuse me. 

Q. A n y t h i n g e l s e you wanted t o r e v i e w w i t h 

t h i s e x h i b i t ? 

A. With the cross s e c t i o n and w i t h some of 

t h e t h i n g s t h a t I've a l l u d e d t o a l r e a d y , I ' d l i k e t o 

r e a l l y d i s c u s s the n a t u r e more about the l i t h o l o g y . 

What I found i s these carbonate f a i r w a y s on t h i s E 

carbonate f a c i e s showed t h r e e d i s t i n c t well-bounded 

f a c i e s . P o r o s i t y development f o r the most p a r t 

appears t o be w i t h i n the r e e f channel along t h e 

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

c h i r t , n o t n e c e s s a r i l y i n the carbonate above. This 
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i s a l l d e p o s i t e d on -- I'm l o o k i n g a t the bottom — 

f o r a prime p i c t o r i a l example of how many bottom you 

can l o o k a t t h e Sandia Mountains, a t the f o o t h i l l s 

t h e r e , and t h a t i s how much they d e p o s i t e d . 

I f e e l a l l across the slope the s t r u c t u r e 

of t h e Penn sha l e shows how much f e e t topography. 

B a s i c a l l y your d e b r i s i s i n the i n f i l l i n and 

around. However t h e c u r r e n t s a r e , wherever the y 

come, i t ' s a t o r t u o u s pass t o get o u t . What I f i n d 

i s t h a t t h e lowes t being the most u n s t a b l e d e b r i s as 

t h e y ' r e mixed; v a r y i n g percentages of c h i r t . 

Wells t h a t tend t o be 100 p e r c e n t c h i r t 

r e q u i r e more s t r e s s e s t o f r a c t u r e . The c h i r t i s 

t h e r e f o r e t o a v o i d a f r a c t u r e . Wells t h a t go t he 

o t h e r end of the spectrum of 80 p e r c e n t , or b e t t e r 

l i m e s t o n e , a l s o tend t o be v o i d of f r a c t u r e because 

t h e y ' r e more d u c t i l e . A c o n s t a n t mineraology 

between 50 t o 80 p e r c e n t of c h i r t mixed w i t h 

l i m e s t o n e w i l l y i e l d f r a c t u r e . 

We've a l s o done s i g n i f i c a n t s t u d i e s on 

co r e s , as w e l l as s p e c i a l i z e d s t u d i e s across t h e 

b a s i n from t h e Bone Springs and th r o u g h t h e 

M i s s i s s i p p i , and have determined f r a c t u r e d i r e c t i o n 

and t r e n d . We have t h r e e p r i m a r y s h e l v e s , and t h i s 

i s a complex r e s e r v o i r by any means. Any l a t e r a l 
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v a r i a t i o n s east and west i n t h i s case make f o r v e r y 

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

i s your entrapment f o r these r e s e r v o i r s . The f a c i e s 

changes i n t h e c h i r t or l i m e s t o n e t h a t ' s t i g h t are 

your entrapment f a c t o r s . 

Q. L e t ' s move now, why don't we, t o your 

next i s o p a c h , E x h i b i t number 4, and i d e n t i f y t h a t 

and r e v i e w t h a t f o r the commission? 

A. E x h i b i t 4 i s prepared under t h e same 

premise as Hanley's. I t i s the next c l e a n carbonate 

isopach i n the Lower Wolfcamp c o r r e l a t i n g w i t h t h e 

spot of t h e -- w i t h the Kachina 5-1 data on i t . 

What I have i s the Kachina 8-1 t o be 

e s s e n t i a l l y a l ong the d e p o s i t i o n a l s t r i k e t o t h e 

w e l l i n the B s p o t , s e c t i o n 18. I b e l i e v e i t ' s t h e 

Cor b i n 16 w e l l due n o r t h of the w e l l i n the B spot 

t h i n s c o n s i d e r a b l y . You lo s e about 70 f e e t of t h a t 

c a r bonate t h i c k n e s s . 

I would expect about a s i m i l a r l o s s of a 

minimum of 40 f e e t i n the Hanley proposed l o c a t i o n 

w e l l . I would say i t would s t i l l be on d e p o s i t i o n a l 

s t r i k e and have t h e same t h i c k n e s s of the Lower 

Wolfcamp carbonate i n the 8-1 -- 8-2 l o c a t i o n a t t h e 

southwest of the n o r t h w e s t . What i t shows, i f you 

compare t h a t t o the s t r u c t u r e map, r e a l l y i s not a 
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d i r e c t i n d i c a t i o n , but where you have s t r u c t u r a l 

lows on the east shale or on the Penn s h a l e , you 

a l s o have a t h i c k e s t d e b r i s l o b e s , i f t h i s i s one of 

the t h i c k e s t d e b r i s l o b e s . I don't b e l i e v e t h a t 

i t ' s one pu l s e t h a t i n t e r r u p t e d . 

Q. Based on t h i s i n t e r p r e t a t i o n , how does 

th e l o c a t i o n proposed by Hanley, i n your o p i n i o n , 

compare t o t h a t proposed by Santa Fe? 

A. W e l l , due t o the -- comparing t h e 

s t r u c t u r e and the is o p a c h , I c o n s i d e r i t ' s c l i m b i n g 

up d i p , and I would expect the r e s e r v o i r f a c i e s a t 

l e a s t i n the "E" zone t o be d y i n g out and t h i n n i n g 

out and l o s i n g t h e r e s e r v o i r q u a l i t y of t he d e b r i s . 

The d e b r i s , I might mention, i s more i n the 

m i c r o s c a l e . I t ' s not b l o c k s , i t ' s not l a r g e g l a s s . 

From t h e g r a i n of the t h i n s e c t i o n s t h a t I've run of 

some of these w e l l s , t h e d e b r i s i s a l i k e n e s s . I t ' s 

a 1 i g h t - c o l o r e d d o l o m i t e , and a l i g h t - c o l o r e d 

c a r bonate a n g u l a r t o subrounded fragments w i t h some 

f r a c t u r e i n t he lower s t a n d a r d s . 

There are f o s s i l - d e p t h assemblages which 

are q u i t e broken up. Poor p r e s e r v a t i o n of t h e hard 

p a r t s . I t ' s a g e n e r a l f a l l - o u t over a l o n g , 

g e n e r a l , d i p p i n g s l o p e . I t ' s not l i k e t h e Bone 

Springs where we had c l a s s r i n g s the s i z e of t h i s 
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room t h a t w i l l come i n about 2,000 b a r r e l s a day f o r 

one day and t h a t ' s i t , and down t o the s i z e of --

say t h e stamp -- t h e rubber stamp f o r t h e e x h i b i t s . 

On a l l t h e cores we've seen, the average r e s e r v o i r 

s i z e were those s i z e of c l a s s . There are some a 

h a l f i n c h i n di a m e t e r . 

Q. B a s i c a l l y i n t h i s area, do you see from 

a g e o l o g i c p o i n t of view, any g e n e r a l t r e n d s of 

d i r e c t i o n t o the d e p o s i t i o n a l t r e n d ? 

A. Yes, I do. Based on the new i n f o r m a t i o n 

from Kachina 5, I a l s o see t h a t t h e y ' r e d e p o s i t e d 

n o r t h e a s t t o southwest. As I have a l a r g e r map i f we 

can r e f e r back t o the isopach map on the gross "E" 

carbonate f a c i e s , i t covers t h r e e and a h a l f 

t o w n s h i p s . I t ' s f o r t he purpose of t h i s t e s t i m o n y 

and o t h e r p r o s p e c t s t h a t we s t i l l have. I've o n l y 

shown a p o r t i o n of i t . 

Q. And i n terms of o b t a i n i n g commercial 

p r o d u c t i o n by d e v e l o p i n g these f o r m a t i o n s , what i s 

i t i n summary t h a t you need t o f i n d ? 

A. I n summary, I have s e v e r a l p o i n t s . 

Q. Before we get t o t h a t , though, b e f o r e we 

get t o t h e g e n e r a l summary, what are you t r y i n g t o 

-- when you're t r y i n g t o f i n d commercial 

p r o d u c t i o n , Mr. Brooks, what are you l o o k i n g f o r ? 
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You're l o o k i n g f o r what p a r t i c u l a r t h i n g ? 

A. You're l o o k i n g f o r a g e n e r a l m a t r i x 

p o r o s i t y of g r e a t e r than 4 p e r c e n t . You're l o o k i n g 

f o r t h a t t o be i n t e r c o n n e c t e d w i t h a f r a c t u r i n g . You 

have t o have a d e n s i t y p o r o s i t y from t h e e x h i b i t s 

here of about 10 p e r c e n t w i t h a c r o s s o v e r t o about 

3 p e r c e n t , and i f I might add, i f you loo k a t a l l 

these w e l l s we've d r i l l e d n o r t h of the M i t c h e l l 

w e l l s , t h e y d i d not q u i t e have t h a t p o r o s i t y 

developed nor of the Young Deep 4. Rather, our 

Young Deep 4 has 11, 13 p e r c e n t d e n s i t y p o r o s i t y . 

Q. L e t ' s move now t o E x h i b i t 5, and I ' d ask 

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

A. Okay. E x h i b i t Number 5 i s a s t r u c t u r e 

map on the t o p -- l e t me f i n d i t f i r s t -- t h i s i s 

our s t r u c t u r e map on the t o p of the Penn shale i n 

the base of the E carbonate i n the Young Deep. I 

t h i n k t h i s i s an i m p o r t a n t area, and next t o the 

Co r b i n here, as you have two producers i n s e c t i o n 16 

t h a t are d r a i n i n g t h e c h i r t from the p r e s e n t , you 

a l s o have t h r e e d r y holes s u r r o u n d i n g i t . 

P r i m a r i l y you have two east/west and one 

t o t h e n o r t h . This h i g h l y suggests t h a t t h e r e i s 

a l t e r n a t e d m i n e r a l bands. These r e s e r v o i r s are 

s p o t t y . They're not l a r g e c o n t i n u o u s r e s e r v o i r s over 
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f u l l s e c t i o n s or h a l f s e c t i o n s . I t h i n k from my 

mapping I'm e x p e c t i n g them t o be 60 t o 70 acres 

wide. Now th e y may be a m i l e and a q u a r t e r l o n g , 

but t h e y are 60 t o 70 acres wide, and t h a t ' s why 

I ' l l say t h a t t h e y tend t o d r a i n e l l i p t i c a l because 

th e y run e l l i p t i c a l . 

And our Young Deep 31 -- we th o u g h t was 

goin g t o be g r e a t . I n f a c t , we encountered t h e same 

exact s e c t i o n as the M e r i d i a n 16-1 and 16-2 

l o c a t i o n s . 

Q. And where i s your Young Deep w e l l ? 

A. The Young Deep 31 i s l o c a t e d 1980 from 

s o u t h , 660 from e a s t , s e c t i o n 9. 

Q. Okay. And then t h e M e r i d i a n w e l l t h a t 

you're t a l k i n g about? 

A. Or due south o f f s e t s . 16-2 i s an 

80-acre o f f s e t n o r t h e a s t / n o r t h e a s t of 16, and the 

16-1, t h e d i s c o v e r y w e l l , was south e a s t of the 

n o r t h e a s t . And i t was o f f s e t t o t he east by Santa Fe 

who d r i l l e d an east o f f s e t . They encountered t h i n 

c h i r t zone. There i s a n i c e s t r u c t u r a l nose t h e r e , 

and t h e sei s m i c bears out a n i c e , s t r o n g h i g h 

underneath t h i s Penn, so i t ' s p r i m a r i l y why. You 

t h i n g o i n g i n t h a t d i r e c t i o n because i t ' s i n a 

novolus node. 
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To t h e west of the d i s c o v e r y w e l l , 

M e r i d i a n d r i l l e d t h e 16-3 w e l l . They went 1650, 

2310. They were hoping t o get i n t o the same t h i n g 

because of t h e Number 2 d i s c o v e r y . They had a l s o 

t h i n n e d c o n s i d e r a b l y . Both of these w e l l s had a r e a l 

h i g h percentage of c h i r t ; so d i d our Young Deep 31. 

Another w e l l on t he cross s e c t i o n t h a t 

was a s t r o n g t e s t was i n the nort h w e s t of the 

southwest. I t encountered --

Q. Of which s e c t i o n ? 

A. Of s e c t i o n 9. I t encountered a 10 

p e r c e n t c h i r t and the r e s t l i m e s t o n e . We went i n t o 

t h i s w e l l , which was s t r u c t u r a l l y h i g h , and i t was 

wet. 

Q. You're t a l k i n g about your w e l l i n t h e 

so u t h e a s t of 9? 

A. That's r i g h t . Southwest of 9. 

Q. C o r r e c t . Were you p r e s e n t today when 

t h e r e was t e s t i m o n y presented about the absence of 

w e l l s on the n o r t h e a s t / s o u t h w e s t d i a g o n a l where you 

had a good w e l l o f f s e t t i n g a good w e l l ? 

A. Yes, I was. 

Q. And i n your e x p e r i e n c e , do you know of 

w e l l s i n the area where you have a good producer and 

o f f s e t i n t h a t p a t t e r n ? 
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A. Yes, e s s e n t i a l l y what M e r i d i a n s e t up, 

even though i t ' s on the 40-acre o f f c e n t e r d i a g o n a l 

wei1 bores . 

Q. And you're t a l k i n g about which w e l l s ? 

A. The M i t c h e l l 16 S t a t e #1. 

Q. Which i s l o c a t e d where? 

A. 1650 from the n o r t h , 990 from t h e e a s t , 

s e c t i o n 9. 

Q. Okay. 

A. I mean, s e c t i o n 16. And the M i t c h e l l 16 

S t a t e Number 2, which i s 494 from the n o r t h , 554 

from t h e east of the same s e c t i o n . 

Q. And both of those are shown i n the 

n o r t h e a s t q u a r t e r of s e c t i o n 16 on your s t r u c t u r e 

map marked E x h i b i t Number 5? 

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

Q. And both of those w e l l s were good 

producers ? 

A. That's r i g h t . They're t o p l i a b l e . 

Q. Now, a t t h i s t i m e , l e t ' s go t o 

E x h i b i t Number 6. I ' d ask you j u s t t o i d e n t i f y what 

t h a t i s ? 

A. Okay. This i s a g e o l o g i c g r a p h i n g of 

the d i s t a n c e between w e l l bores. 

Q. And the c i r c l e s t h a t you've p l a c e d on 
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t h i s show what? 

A. E x a c t l y t h e d i s t a n c e between w e l l b o r e 

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

w i t h t h e compass. 

Q. And t h e y a r e n o t d e s i g n e d t o show a c t u a l 

d r a i n a g e a r e a s i n t h e r e s e r v o i r ? 

A. No. 

Q. And t h e y ' v e n o t been c o n t o u r e d t o t a k e 

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

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

Q. A l l r i g h t . Now what does t h i s show? 

A. W e l l , what 6A shows i s t h a t 1,254 f o o t 

b e tween t h e w e l l b o r e w i t h i n t h e same r e s e r v o i r . By 

t h e t i m e t h e w e l l was f i r s t d r i l l e d i n 2-20 o f '90, 

t h e b o t t o m h o l e p r e s s u r e was 3,979. Three months 

l a t e r t h e b o t t o m h o l e p r e s s u r e o f t h e same w e l l b o r e 

was 2,838. Four months l a t e r , w e l l , one month a f t e r 

t h a t on 6-23 '90, M i t c h e l l had c o m p l e t e d t h e 16-2 

w e l l , and r e s e r v o i r p r e s s u r e i n t h a t w e l l was 2,906. 

Q. Now, do you have t h e s e w e l l s on y o u r 

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

A. Yes, I do. T h e y ' r e t h e f i r s t two w e l l s . 

Q. And what zones were open and p r o d u c i n g 

i n t h o s e w e l l s ? 

A. The c h i r t zone. 
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Q. And are those comparable zones from a 

g e o l o g i c a l p o i n t of view? 

A. Yes, they are. 

Q. And so what you have i s a second w e l l 

b e i n g d r i l l e d f o u r months l a t e r . How f a r from t h e 

o r i g i n a l w e l l ? 

A. 1,254 f e e t . 

Q. And what was the pre s s u r e d i f f e r e n t i a l 

encountered? 

A. 1,000 pounds p l u s . 1,075. 

Q. Now l e t ' s go t o the second page of t h i s 

e x h i b i t . Would you i d e n t i f y t h a t , please? 

A. That i s the proposed Hanley l o c a t i o n 

b e f o r e t h e y changed i t t o 530 or so from t h e west 

and 730 from t h e n o r t h . 

Q. And what i s the purpose of t h i s page of 

t h i s e x h i b i t ? 

A. W e l l , i t shows t h a t t h e r e ' s 1,155 f o o t 

between w e l l bores. 

Q. And t h a t compares --

A. I'm j u s t s a y i n g i f any f r a c t u r e s were 

go i n g t o be which I doubt, because i f any th e y would 

be w e l l w i t h i n s i d e t h a t d r a i n a g e area or t h a t wing 

t h a t M e r i d i a n had found 1,254 f e e t versus 1,155 

f o o t , so i f these had bottom hole p r e s s u r e hops, I'm 
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sure those would. 

Q. What about the l a s t page of t h i s 

e x h i b i t ? 

A. The l a s t page shows -- t a k i n g b a s i c a l l y 

t h e same 1,155 f o o t -- I c o u l d have made t h i s 

d i f f e r e n t , b u t i t would have shown p r e t t y much t h e 

whole 160 wiped out because I took 1,155 f o o t 

between my compass t o the c e n t e r of our proposed 

l o c a t i o n and the Kachina 8-1, and t h a t ' s what I came 

up w i t h . 

Q. What c o n c l u s i o n s can you reach from the 

data on E x h i b i t 5 and 6? 

A. W e l l , g r a p h i c a l l y , i n the a d d i t i o n and 

s u b t r a c t i o n phase of g e o l o g i s t , which a r e n ' t a l l o w e d 

t o get i n t o t h e realms of c a l c u l u s , because w e ' l l 

screw i t up, i s each one of these squares r e p r e s e n t s 

.625 a c r e s . 

I t ' s g r i d d e d out i n t h a t f a s h i o n , and I 

-just added up the g r i d s and found out how many acres 

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

bores based on the two d i f f e r e n t e x h i b i t s , and i t ' s 

an amazing comparison because i t ' s simple a d d i t i o n 

and s u b t r a c t i o n . I found t h a t t h e south h a l f of the 

160 was t h e one t h a t s u f f e r e d the l e a s t d r a i n a g e . 

Q. You're f a m i l i a r w i t h the r u l e s t h a t 
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govern development i n t h i s pool? 

A. Yes, I am. 

Q. And what i s the -- you have an o p i n i o n 

on whether or n o t , or what spacing p a t t e r n was most 

e f f e c t i v e between t h e r e s e r v o i r s ? 

A. I t h i n k the commission was r i g h t . 

MR. KELLAHIN: O b j e c t i o n on the e x p e r t i s e of 

t h i s w i t n e s s . 

COMMISSIONER LAMAY: Want t o rephrase your 

q u e s t i o n , Mr. Carr? 

Q. (By Mr. Carr) Mr. Brooks, based on your 

g e o l o g i c a l s t u dy of the r e s e r v o i r , i n your opinon 

would w e l l s spaced on 40-acre p a t t e r n s have a 

reasonable chance of e n c o u n t e r i n g the same p r o d u c i n g 

i n t e r v a l s i n t he Wolfcamp and the Bone Springs 

f o r m a t i o n ? 

A. They c o u l d . 

Q. And i n your o p i n i o n , would t h e r e be l e s s 

of a chance i f t h e w e l l s were l o c a t e d on an 80-acre 

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

A. I don't t h i n k t h e y ' d have a l e s s chance, 

no. I t h i n k i t depends on where you spot your w e l l . 

And I t h i n k i f you're going along t h e t r e n d of your 

maps, you're t r y i n g t o get as f a r away from t h e next 

w e l l bore t o d r a i n the most of the r e s e r v o i r you're 
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h o p i n g o f g e t t i n g . 

Q. B a s i c a l l y , what c o n c l u s i o n s have you 

r e a c h e d as a r e s u l t o f y o u r s t u d y o f t h i s r e s e r v o i r ? 

A. I t h i n k i t ' s h i g h l y e l l i p t i c a l , and I 

t h i n k i t does t r e n d n o r t h e a s t / s o u t h w e s t , and f r o m 

a n a l y z i n g t h e t h i n s e c t i o n s o f t h e w e l l l o g s and 

coming up w i t h t h e i d e a o f t h e f o r m a t i o n f r o m t h e 

base up, i t seems t h a t a l l d e p o s i t i o n a l l o b e s , o r 

a l l s t r u c t u r a l l o b e s , i s where t h e maximum 

d e p o s i t i o n o c c u r s . I n t h i s f a s h i o n t h e y r u n 

n o r t h e a s t / s o u t h w e s t . 

Q. Any o t h e r c o n c l u s i o n s ? 

A. Yeah. I have n i n e p o i n t s . The 

p r o d u c t i v e f a i r w a y s i n t h e Lower Wolfcamp, 

e s s e n t i a l l y t h e E zone, a r e q u i t e n a r r o w . I t h i n k 

l a t e r a l l y -- I can show e a s i l y t h a t e a s t / w e s t as 

w e l l as n o r t h , o r due n o r t h v a r i a t i o n s , g e t o u t o f 

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

c h anges. M i n e r a l o g i c changes p r o h i b i t o r enhance 

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

The p r e s e n c e o f a p p a r e n t s t r u c t u r a l 

a d v a n t a g e does n o t u s u a l l y i n f e r b e t t e r q u a l i t y 

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

t h e c a r b o n a t e s w i t h r e s e r v o i r q u a l i t y r o c k s i s 

e x p e c t e d . R e s e r v o i r s i z e can be q u i t e s m a l l , y e t 
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a p p a r e n t l y can i n t e r s e c t on t h e a d d i t i o n p a r t o f t h e 

d r a i n a g e . 

I'm t r y i n g t o say t h a t t h e y seem t o f i t 

an 8 0 - a c r e p a t t e r n . The r e s e r v o i r s i z e o f s e c t i o n 8 

i s c o n s i d e r a b l y l a r g e r t h a n t h e N o r t h 

Young/Wolfcamp, b u t y e t t r e n d s i n a s i m i l a r 

d i r e c t i o n , and I t h i n k t h e y a r e c o r r e l a t i v e l y t h e 

same, and I f e e l t h a t due t o t h e f a c t t h a t t h e 

H a n l e y w e l l i s p u l l i n g up s t r u c t u r e and t h e r e w i l l 

be t h i n n i n g , we r u n a g r e a t e r r i s k o f l o s i n g 

Wolfcamp r e s e r v o i r s a t l e a s t i n t h e "E" zone. 

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

d i a g o n a l o f f s e t , as e x e m p l i f i e d by t h e M i t c h e l l 16 

S t a t e 16-2 w e l l s -- and t h e r e a r e o t h e r p r o d u c e r s 

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

zone -- show t h a t i n a d i a g o n a l p a t t e r n i s where t h e 

r e s e r v o i r i s g o i n g t o be i n s i m p l y t h a t f a s h i o n . 

You g e t o u t o f t h e f a i r w a y , i t ' s gone. 

Q. Now were E x h i b i t s 1 t h r o u g h 6 p r e p a r e d 

by you? 

A. Yes, t h e y were. 

Q. When you p r e p a r e d t h e s e d i d you have t h e 

i n f o r m a t i o n a v a i l a b l e t o you on t h e r e c e n t l y d r i l l e d 

and c o m p l e t e d 5 #1 w e l l ? 

A. D e f i n i t e l y . 
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Q. Were y o u r -- was y o u r mapping o f t h e 

f o r m a t i o n and y o u r c o n s t r u c t i o n o f t h e i s o p a c h maps 

done i n d e p e n d e n t l y o f what was done by Santa Fe? 

A. They d e f i n i t e l y a r e two d i f f e r e n t 

c o m p a n i e s . 

Q. Has Harvey Yates Company a g r e e d t o 

p a r t i c i p a t e i n w e l l v o l u n t a r i l y w i t h Santa Fe, o r 

t h e w e l l t h a t Santa Fe i s p r o p o s i n g ? 

A. Yes, we have. 

Q. And have you a c c e p t e d t h e i r AFE c a l l s ? 

A. Yes, we have. 

Q. B a i c a l l y , do you have a r e c o m m e n d a t i o n 

t o g i v e t o t h i s commission? 

A. I t h i n k we o u g h t t o d r i l l t h e w e l l i n 

t h e p r o p o s e d Santa Fe l o c a t i o n because we, you know, 

when we're i n a j o i n t p a r t n e r s h i p t h e r e you have t o 

map. John has been mapping t h e Wolfcamp, I ' v e been 

mapping t h e Wolfcamp, and when i t g e t s down t o 

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

t h i s case we came up w i t h t h e same s p o t 

i n d e p e n d e n t l y o f each o t h e r . 

Q. A t t h i s t i m e , may i t p l e a s e t h e 

c o m m i s s i o n , we w o u l d move t h e a d m i s s i o n o f Heyco 

E x h i b i t s 1 t h r o u g h 6. 

COMMISSIONER LAMAY: E x h i b i t 1 t h r o u g h 6 w i l l 
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be a d m i t t e d i n t o t h e r e c o r d w i t h o u t o b j e c t i o n . 

Thank y o u . 

MR. CARR: T h a t c o m p l e t e s my my d i r e c t 

e x a m i n a t i o n . 

COMMISSIONER LAMAY: Thank y o u , Mr. C a r r . 

Mr. K e l l a h i n . 

CROSS-EXAMINATION 

BY MR. KELLAHIN: 

Q. Mr. B r o o k s , i f t h e c o m m i s s i o n a p p r o v e s 

t h e H a n l e y l o c a t i o n and f o r c e p o o l s you and Santa 

Fe, w i l l H a n l e y p a r t i c i p a t e i n t h e w e l l a t t h e 

Ha n l e y l o c a t i o n ? 

A. C o u l d you r e p h r a s e t h a t ? 

Q. I ' l l r e p e a t i t f o r y o u . I f t h e 

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

a p p l i c a t i o n and t h e w e l l i s d r i l l e d i n t h e n o r t h 40, 

w i l l y o u r company go n o n c o n s e n t , o r you w i l l you 

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

A. I r e a l l y d o n ' t know. George d i c t a t e s 

t h e management on t h a t , George Y a t e s . 

Q. L e t ' s l o o k a t some o f y o u r c i r c l e s . 

A. Okay. 

Q. Mr. C a r r d i d n ' t h e l p you w i t h t h e 

c i r c l e s , d i d he? 

A. No . 
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Q. I'm not sure which one i s t h i s one. I 

t h i n k i t ' s Number 6, roman numeral 6? 

A. W e l l , i t should say which one. 

Q. W e l l . 

A. J u s t t u r n i t around. I t l o o k s l i k e t h e 

Santa Fe. Yeah. I t ' s the Santa Fe p r o p o s a l . 

That's 6C. 

Q. You t a l k e d about t h e c i r c l e s , and your 

o p i n i o n would be e l l i p t i c a l ? 

A. Uh-huh. 

Q. C i r c l e s are c i r c l e s , a r e n ' t they? 

A. Yeah, but you can draw your maximum 

e l l i p s e t h r o u g h p o i n t A a t the t o p of the t o p c i r c l e 

down t o t h e bottom southwest c o r n e r of the bottom 

c i r c l e . 

Q. I f t he Santa Fe l o c a t i o n i s i n the 

c e n t e r of a 40, the d i s t a n c e between t h e proposed 

Hanley l o c a t i o n , and the Santa Fe l o c a t i o n i s going 

t o have t h a t 1320 --

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

Q. -- d i s t a n c e ? 

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

Q. We l o o k a t the r e l a t i o n s h i p between 

Hanley and the Kachina 8-1. The r a d i u s of t h e 

c i r c l e i s 1155? 
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A. That's r i g h t . 

Q. And t h a t ' s because the Kachina 8-1 w e l l 

i s 510 from t h e boundary r e s i d e n t i n g t h e c e n t e r of 

i t s 40 acres? 

A. That's r i g h t , w i t h i n t h e 150 f o o t of t he 

c e n t e r of the q u a r t e r q u a r t e r . 

Q. So the c i r c l e of o v e r l a p t o which t h e 

Kachina 8-1 w e l l i s o v e r l a p p i n g t h e Hanley t r a c t i s 

based i n p a r t because of i t s encroachment towards 

the Hanley t r a c t ? 

A. W e l l , I t h i n k t h e r e was a, i f I'm 

mi s t a k e n , i f I'm wrong, wasn't t h e r e a problem out 

t h e r e on the l o c a t i o n because of the p i p e l i n e ? 

Q. Regardless of t h a t f a c t , i t ' s not i n the 

c e n t e r of the 40. And so i t has s h i f t e d t h e c i r c l e 

f o r t h a t w e l l over towards t h e Hanley t r a c t ? 

A. Okay. 

Q. When we looked a t t h i s one? 

A. I t ' s on t h e r e somewhere. 

Q. I t ' s t h e one t h a t shows t h e M i t c h e l l 

comparison. You've got the t h r e e M i t c h e l l w e l l s on 

th e r e ? 

A. R i g h t . I t ' s t h e one t h a t has the -- i t 

says something on i t . I t has the p r e s s u r e drops and 

a l l of t h e o t h e r w e l l s . 

HUNNICUTT REPORTING 
LINDA BUMKENS, CCR 3008 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

272 

Q. A l l r i g h t . Which one o f t h e w e l l s 

e x p e r i e n c e d t h e p r e s s u r e drop? 

A. The 16-1 and t h e 16-2. A c t u a l l y t h e 

16-1 had i t w i t h i n t h r e e months i n i t s own w e l l 

b o r e . 

Q. A l l r i g h t . So we've g o t t h e 16-1 and 

t h e 16-2, each o f w h i c h -- has t h e same r a d i u s f o r 

i t s c i r c l e ? 

A. R i g h t . 1,254 f e e t i n two l o c a t i o n s . 

Q. So d e s p i t e t h e p r e s s u r e d r o p , y o u ' r e 

g i v i n g each c i r c l e t h e same area? 

A. E s s e n t i a l l y f r o m a g e o l o g i c s t a n d p o i n t . 

However, t h e w e l l and t h e w e l l t h a t ' s s p o t t e d -- t h e 

number 3 w e l l t h a t ' s s p o t t e d i n t h e s o u t h w e s t o f t h e 

n o r t h e a s t d i d n o t have t h e r e s e r v o i r i n i t . 

Q. L e t me ask you t o e x p l a i n t h e E x h i b i t 

Number 3. I t i s y o u r g r o s s i s o p a c h on t h i s "E" 

zone? 

A. I t ' s t h e g r o s s — E x h i b i t 3 i s t h e g r o s s 

i s o p a c h o f t h e "E" c a r b o n a t e . 

Q. E c a r b o n a t e , okay. Here i s Mr. Thoma's 

d i s p l a y o f Santa Fe -- I t h i n k t h e y were u s i n g 

l e t t e r s . I s i t a B? When he maps t h e "AG" i s i t --

t h i s i s t h e same i n t e r v a l t h a t y o u ' r e m a k i n g t h e 

g r o s s E map on? 
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A. E s s e n t i a l l y i t i s . 

Q. Okay. When we lo o k a t your E x h i b i t 

Number 3 # d i d you a t t a c h s i g n i f i c a n c e t o t he 

s t r u c t u r a l p o s i t i o n of t he w e l l s i n S e c t i o n 8? 

A. Yes, I d i d . 

Q. And am I c o r r e c t i n remembering t h a t i t 

was your c o n c l u s i o n t h a t we should f i n d b e t t e r 

Wolfcamp w e l l s lower down i n the s t r u c t u r e ? 

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

Q. So when I moved t o the south of 

s e c t i o n 8, t he w e l l s i n the south should be b e t t e r 

g e o l o g i c a l l y t o those i n the no r t h ? 

A. I t should have b e t t e r a c cumulations 

u n l e s s i t ' s c l i m b i n g onto a s t r u c t u r e or t he 

mi n e r a l o g y hasn't changed s i g n i f i c a n t l y . 

Q. And on your E x h i b i t Number 3, l o o k i n g a t 

S e c t i o n 8, and f i n d i n g t h e Kachina 8-1 w e l l , you've 

got a gross "E" carbonate t h i c k n e s s of -- i s t h a t 58 

f e e t ? 

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

Q. We go down t o t h a t C o r b i n 26 w e l l i n t h e 

n o r t h e a s t of the southwest. I t ' s got 61 f e e t on i t ? 

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

Q. What i s t h a t w e l l d o ing now i n terms of 

i t s performance/ do you know Mr. Brooks, t h e 61 
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w e l l ? 

A. The 61 I b e l i e v e i s the one completed i n 

a d i f f e r e n t zone, but i t ' s a l s o c l i m b i n g onto a 

s t r u c t u r a l nose t h e r e . 

Q. So how do -- how do you e x p l a i n t h e f a c t 

t h a t E x h i b i t Number 3 appears t o have an o r i e n t a t i o n 

n o r t h / s o u t h t h a t more c l o s e l y f i t s Mr. Robbins' 

o r i e n t a t i o n of the carbonate? I t appears t o be 

d i s s i m i l i a r t o the o r i e n t a t i o n t h a t Mr. Thoma has 

u t i l i z e d when he d i d the net map of the same 

i n t e r v a l . 

A. W e l l , I can t r u t h f u l l l y say t h a t t h e r e ' s 

p r o b a b l y o n l y 10 degrees d i f f e r e n c i n r o t a t i o n a l ong 

t h a t t r e n d between Thoma's and mine as opposed t o 

about 20 or 30 degrees of d i f f e r e n t i a t i o n between 

Hanley's and mine. I mean, we're going from a 

n o r t h e a s t t o t h e t h i c k e s t p a r t of i t a l l . The 

t h i c k e s t p a r t , you can l a y a p e n c i l up t h e r e and 

have about a n o r t h 30 east t r e n d w i t h t h i s n o r t h 45 

maybe, and w i t h Hanley i t ' s j u s t due n o r t h . 

I t h i n k each g e o l o g i s t , depending on how 

much e x p e r i e n c e he has of an area, i s going t o be 

ab l e t o map t h i n g s s l i g h t l y askew, but not t o t h e 

p o i n t where you've changed your whole g e o l o g i c 

c o n s t r u c t i o n of an isopach map t o come i n from a 
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t o t a l l y d i f f e r e n t -- a t o t a l l y d i f f e r e n t p a t t e r n . At 

l e a s t what we're s a y i n g w i t h r e c e s s i o n of Abo r e e f 

i s , as an r e g r e s s i v e r e e f goes o u t , the r e e f 

becomes, develops deeper i n t o t h e b a s i n . W e l l , t h e 

Abo r e e f was a r e g r e s s i v e r e e f . The Wolfcamp r e e f 

was a t r a n s g r e s s i v e r e e f . At some p o i n t i n ti m e 

these a l t e r n a t e d . John has t a l k e d t o you about low 

r e l e a s e s t r u c t u r e s . The Wolfcamp r e e f f r o n t i s 

f u r t h e r n o r t h . As t h a t r e e f would come down t h r o u g h 

t h e c o n s t r a i n t s , i t should d e p o s i t these t h i n g s i n a 

s i d e manner and then are reworked by ocean -- I 

mean, bottom c u r r e n t s . 

Q. L et me ask you t o e x p l a i n t h a t . 

A. Okay. 

Q. You've got ocean c u r r e n t s on the bottom 

of t h e Delaware basin? 

A. You've got the bottom of the sea f l o o r . 

Q. We've got sea f l o o r ? 

A. We've got sea f l o o r d u r i n g t h e 

Pennsy l v a n i a shale t i m e s . You've got a deep 

bottom. I t ' s q u i t e deep. As the water i s moving 

under t h e l a n d , t h i s water i s g e t t i n g deeper. Your 

r e e f s are up here t o the n o r t h d u r i n g Wolfcamp i n 

t i m e . To get the Abo s h e l f , which Hanley showed on 

h i s e x h i b i t as a Permo-Penn s h e l f , which t r u l y marks 
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th e Abo, the water tended t o seethe out of t h a t 

s h e l f t o form t h e r e e f s . They grew across i t d u r i n g 

Abo age. At t h a t t ime you brought d e t r i t u s from t h e 

n o r t h down i n a d i a g o n a l manner because t h e r e e f 

t r e n d i s up t h r o u g h Kemnitz, which i s a l s o more 

c o n f i n e d t o the d e l i n e a t i o n of these d e p o s i t s . The 

Kenmitz t r e n d s -- here i s the Abo r e e f . This i s 

ea s t / w e s t , e s s e n t i a l l y east/west. 

Q. Okay. As you have t h e d e b r i s flows? 

A. The Kemnitz r e e f i s i n the n o r t h w e s t . 

Q. Let me ask you a q u e s t i o n . You got t h i s 

r e e f f r o n t r u n n i n g east/west? 

A. That's t r u e . 

Q. A l l r i g h t . And as --

A. For the Abo. 

Q. For the Abo. And as the r e e f face i s 

eroded, t h e d e b r i s m a t e r i a l w i l l f a l l down t h e face 

of t h a t r e e f or t h a t slope? 

A. That's what we see i n Bone Springs which 

runs most c l o s e t o p a r a l l e l . 

Q. Do you see t h a t i n t he Wolfcamp? 

A. Santa Fe i s a t o t a l l y d i f f e r e n t 

conf i g u r a t i o n . 

Q. A l l r i g h t . Are you t e l l i n g me t he 

change i n c o n f i g u r a t i o n f o r t h e --
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A. Due t o r e e f f a c i e s o f t h e Wolfcamp, 

d u r i n g Wolfcamp i n t i m e . 

Q. A l l r i g h t . D u r i n g t h a t t i m e , i s t h e r e a 

d i s p l a c e m e n t by wave a c t i o n o f t h a t Wolfcamp 

m a t e r i a l ? 

A. No. I d o n ' t t h i n k so. I t h i n k t h e 

i m m e d i a t e f r o n t o f t h a t because t h a t ' s where y o u ' r e 

g o i n g t o g e t y o u r b l o c k s and y o u r b i g g e r t a l u s , b u t 

I t h i n k as you g e t i n f r o n t o f t h a t , I t h i n k y o u ' r e 

s t i l l g o i n g t o have a ramp t h a t t h i s s t u f f i s coming 

down. I t ' s s t i l l g o i n g t o be p a r a l l e l t o t h e 

e x i s t i n g W o l f c a m p i a n r e e f f r o n t . I t ' s s t i l l g o i n g 

t o be p a r a l l e l t o t h a t . T h e r e ' s g o i n g t o be some 

i n t e r a c t i o n o f b o t t o m c u r r e n t s . I t w o u l d t e n d t o be 

-- d e p e n d i n g on t h e p a r t o f t h e b a s i n -- p r o b a b l y 

more t o t h e s o u t h w e s t i n s t e a d o f t o t h e due s o u t h 

MR. KELLAHIN: Thank y o u , Mr. Chairman. 

COMMISSIONER LAMAY: Do you have any 

q u e s t i o n s ? Mr. Weiss, any q u e s t i o n s ? On y o u r 

a n a l o g y , i f you c a n , Mr. B r o o k s , r e f e r t o t h a t Young 

Deep s t r u c t u r e map. I d o n ' t know i f I have 

E x h i b i t 5. You showed t h e two M i t c h e l l w e l l s ; 

t h e y ' r e good w e l l s . How a b o u t t h e one on t h e 15? 

A. B o t h w e l l s i n -- w e l l , t h e w e l l i n 15 

and a l s o t h e w e s t o f f s e t t o t h e M i t c h e l l w e l l s a r e 
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b o t h d r y i n t h a t i n t e r v a l . They were t i g h t . 

Q. They were t i g h t . So t h e o n l y two 

p r o d u c i n g w e l l s you have a r e t h o s e two M i t c h e l l 

w e l l s and t h e e a s t h a l f o f t h e n o r t h e a s t , I guess? 

A. R i g h t . Of 16. There a r e two more 

p r o d u c e r s i n S e c t i o n 8. 

Q. Which ones a r e t h o s e t h a t a r e p r o d u c i n g 

f r o m t h e "E" i n t e r v a l i n S e c t i o n 8? 

A. The "E" i n t e r v a l o f S e c t i o n 8 w o u l d be a 

w e l l t h a t M e r i d i a n d r i l l e d 1,980 f e e t f r o m t h e w e s t 

and a b o u t 660 f r o m t h e s o u t h , and Amoco t e s t e d a b o u t 

300 b a r r e l s a day i n t h e due n o r t h o f f s e t . 

Q. 1,980 f r o m t h e w e s t , 650 s o u t h . What's 

t h e o t h e r one i n t h e r e ? 

A. I t w o u l d be t h e 1,980 f r o m s o u t h , 1,980 

f r o m w e s t due n o r t h . 

Q. Okay. Those d o n ' t e x h i b i t any k i n d o f a 

s t r u c t u r a l t r o u g h l i k e you showed a l l t h e s e o t h e r 

w e l l s o u t i n h e r e h a v i n g t h i s r e g i o n a l d r i f t ? 

A. Yeah, j u s t r e g i o n a l d r i f t . I have t o 

a d m i t t h a t . However, t h e r e i s a t r o u g h t h a t i s 

t r y i n g t o f o r m down h e r e . We have a n o t h e r w e l l w h i c h 

w i l l w o r k . A r c o j u s t d r i l l e d a w e l l i n s e c t i o n 17 

and i t d i d c o m p l e t e i n t h e Wolfcamp. The r e s e r v o i r 

o v e r h e r e , even t h o u g h i t ' s p r e s e n t and much 
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s m a l l e r , I t h i n k t h a t w e l l o n l y made 32,000 b a r r e l s 

o u t o f t h a t c h i r t zone. 

Q. Which one? 

A. The M e r i d i a n w e l l o f 1980 f r o m t h e e a s t , 

660 f r o m s o u t h , and t h e n t h e y a l s o had a t h i c k Bone 

S p r i n g s c a r b o n a t e , so i t ' s t o p v i a b l e on t h e Bone 

S p r i n g . What I'm s e e i n g i s a s u c c e s s f u l l y s m a l l e r 

r e s e r v o i r m oving west i n t h a t E zone o r c h i r t zone. 

Q. And y o u ' r e m i x i n g , a g a i n , i f y o u ' r e 

coming o f f t h a t Wolfcamp r e e f , and I'm a s s u m i n g 

y o u ' r e s a y i n g i t ' s n o t a s h e l f edge, b u t a t r u e 

b a r r i e r r e e f l i k e t h e Abo? 

A. I t h i n k K e m n i t z has a l o t o f 

d o c u m e n t a t i o n . I t ' s g o t w e i 1 - d e v e l o p e d f o s s i l 

a s s e m b l a g e s . I t ' s a s m a l l e r r e e f . I t ' s n o t n e a r as 

t h i c k as t h e Abo. I t ' s two t o 300 f o o t --

Q. How a b o u t b a c k - a n d - f o r w a r d s 

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

A. The back r e e f , b e h i n d i t you move. The 

Wolfcamp d i e s o u t as you go n o r t h t o w a r d s Chavez 

C o u n t y . A l l o f a sudden y o u ' r e p i n c h i n g o u t . I f 

you g e t up t o , say, up t o R o s w e l l , you have a l s o a 

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

Q. Now I was t r y i n g t o r e f e r t o t h e 
* 

g e o m e t r y o f t h e r e e f , as you c a l l e d i t . I mean, 
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assuming Kemnitz i s the t h i c k e s t p a r t of t he 

Wolfcamp, are you making a r e l a t i o n s h i p t h a t t h a t ' s 

a r e e f or a s h e l f edge, or a b a r r i e r or what --

A. I t ' s t h i n k s m a l l -- a l o w - r e l i e f r e e f , 

and t h a t you have a s h e l f , a t o t a l s lope i n f r o n t of 

t h a t r e e f , and as t h i n g s p e r f o r a t e d s o uth t o where 

the Abo i s , I t h i n k i t c a r r i e d sediments w i t h i t . 

Q. Would you expect an o r i e n t a t i o n w i t h o u t 

rework of a n o r t h w e s t / s o u t h e a s t a l i g n m e n t t o t h a t 

k i n d of s h e l f edge? 

A. N o r t h e a s t / s o u t h w e s t . Kemnitz i s 

r u n n i n g -- of course, Kemnitz i s r u n n i n g l i k e t h i s 

down t h r o u g h t h e Empire. 

Q. R i g h t . 

A. And t h a t ' s where t h e Wolfcamp -- you 

a l s o have Wolfcamp r e e f i n g i n the Empire Abo, below 

i t . I f e e l t h e r e ' s a d e p a r t u r e along t h a t r e e f i n g . 

Q. But f o r the r e c o r d , are we t a l k i n g about 

t h a t r e e f now being a l i g n e d i n a n o r t h e a s t / s o u t h w e s t 

d i r e c t i o n , t h e r e e f , the s h e l f edge? 

A. I t h i n k so. 

Q. Going from Ikes and Kemnitz on down t o 

Empire Abo? 

A. R i g h t . 

Q. And then you're going t o ta k e t a l u s 
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a l o n g t h a t slope and make i t p e r p e n d i c u l a r t o t h a t ; 

w ouldn't t h a t be a l i n e i n a n o r t h w e s t / s o u t h e a s t 

a l i g n m e n t w i t h o u t rework? 

A. Wi t h o u t r e w o r k i n g , yes. Wit h o u t 

r e w o r k i n g i t would be, and I t h i n k some of these 

were reworked. That's why the bottom c u r r e n t s come 

i n t o p l a y . 

Q. So i f you're going t o a l i g n these 

r e s e r v o i r rocks i n the n o r t h e a s t / s o u t h w e s t 

a l i g n m e n t , you'd have t o -- wouldn't you have t o 

assume t h a t t h a t was done t o rework and not t o any 

i n i t i a l r e l a t i o n s h i p w i t h the r e e f or the d i p slope? 

A. P o s s i b l y so. I t h i n k t h e r e ' s a l o t --

s i n c e t h e r e ' s no w e l l c o n t r o l n o r t h of these w e l l s 

u n t i l you get i n t o the Kemnitz and where t h e r e ' s 

p r o d u c t i o n you can assume an a w f u l l o t , b u t I do 

f e e l t h a t t h e r e ' s about an e i g h t - m i l e t o s i x - m i l e 

span. And th e y are now s t a r t i n g t o come down from 

t h e Townsend Wolfcamp and f i n d d e t r i t a l p r o d u c t i o n . 

There are s e v e r a l w e l l s up t h e r e . I 

d i d n ' t r e a l i z e I ' d have t o go t h a t f a r n o r t h , b u t 

t h e r e are two new comp l e t i o n s i n the county t h a t are 

e s s e n t i a l l y t h e same c h i r t i n t e r v a l s and carbonates 

t h a t are i n two o f f s e t s I know are on d i r e c t 

n o r t h e a s t - t o - s o u t h w e s t a l i g n m e n t , but th e y were j u s t 
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r e c e n t c o m p l e t i o n s a b o u t two months ago. I d o n ' t 

have t o o much d a t a because I r e a l l y h a v e n ' t l o o k e d 

a t them. I j u s t s a i d , "Ah ha. We f o u n d a c h i r t zone 

up t h e r e t o o . " T h a t ' s a b o u t t h r e e o r f o u r m i l e s up 

f r o n t . 

COMMISSIONER LAMAY: T h a t ' s a l l t h e q u e s t i o n s 

I have. I'm j u s t t r y i n g t o c l a r i f y . A d d i t i o n a l 

q u e s t i o n s o f t h e w i t n e s s ? I f n o t , you may be 

e x c u s e d . 

You g e n t l e m e n want t o sum i t up, o r do 

you have any w i t n e s s , o r any r e d i r e c t o r a n y t h i n g 

e l s e ? 

MR. KELLAHIN: Two comments t o t r y t o c o m p l e t e 

i t t h i s a f t e r n o o n , Mr. Chairman: one, I r e p r e s e n t 

t o you t h a t H a n l e y has an a p p r o v a b l e l o c a t i o n t h a t 

c o m p l i e s w i t h BLM r e q u i r e m e n t s f o r a w e l l t o be 

l o c a t e d on t h e i r t r a c t . I d o n ' t p r o p o s e t o go 

t h r o u g h t h e e x e r c i s e t o d e m o n s t r a t e t h a t t o y o u , b u t 

t h e r e was a comment made by t h e d r i l l i n g e n g i n e e r 

f o r Santa Fe t h a t q u e s t i o n e d w h e t h e r o r n o t we'd 

have an a p p r o v a b l e l o c a t i o n . We, i n f a c t , do, and I 

make t h a t r e p r e s e n t a t i o n t o y o u . R a t h e r t h a n t r y i n g 

t o r e c a l l any o f my w i t n e s s e s as r e b u t t a l t o t h e i r 

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

i f t h e y d e s i r e t o have f u r t h e r d i s c u s s i o n on e i t h e r 
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e n g i n e e r i n g t o p i c s or g e o l o g i c q u e s t i o n s , t h a t my 

wi t n e s s e s are a v a i l a b l e t o answer these c l a i m s . 

COMMISSIONER LAMAY: At t h i s p o i n t , can I ask 

my f e l l o w commissioners whether t h e y would l i k e t h e 

wit n e s s e s r e c a l l e d f o r any c l a r i f i c a t i o n ? No. I 

t h i n k we a p p r e c i a t e your o f f e r i n g t h e w i t n e s s e s . I 

t h i n k we've heard enough t e s t i m o n y t o make up our 

minds . 

MR. KELLAHIN: We're prepared t o conclude t h e 

h e a r i n g i n whatever f a s h i o n y o u ' l l p e r m i t us. 

COMMISSIONER LAMAY: W e l l , you c e r t a i n l y sum 

up i f you w i s h , or you can submit w r i t t e n comments, 

or you might want t o leave i t as i t i s . That's your 

c h o i c e . 

MR. KELLAHIN: Ju s t r e f e r t o Mr. Bruce and 

Mr. Carr however they want t o c l o s e t h i s . I p r e f e r 

t o make a s h o r t statement i f t h a t would h e l p them 

decide what th e y ' d l i k e t o do. We always want t o 

accommodate Mr. K e l l a h i n . I assume a s h o r t 

s t a t e m e n t would a l s o need t o be l a s t s i n c e he went 

f i r s t . 

MR. KELLAHIN: I t h i n k t h a t ' s my p r i v i l e g e t o 

go l a s t because I have had t o go f i r s t . 

MR. STOVALL: Mr. Chairman, I can assume 

Mr. Carr wants t o make a sta t e m e n t . 
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MR. CARR: May i t p l e a s e t h e c o m m i s s i o n , t h i s 

has been a l o n g h e a r i n g and I w i l l be s h o r t . When 

you c u t t h r o u g h a l l t h e v a r i o u s g e o l o g i c a l 

i n t e r p r e t a t i o n s t h a t have been p r e s e n t e d t o you and 

s u b m i s s i o n s w h i c h I t h i n k were p r o b a b l y 

i n a p p r o p r i a t e l i k e t h e AFE c o s t , i t r e a l l y i s n ' t 

t h a t c o m p l i c a t e d . You have a case t h a t I t h i n k i s 

b a s i c a l l y g e o l o g i c a l . 

We have b o t h h e a r d t h e t e s t i m o n y t h a t has 

f o l l o w e d w i t h i n t h a t e x p e r t i s e . When you l o o k a t 

t h a t t e s t i m o n y you f i n d H a n l e y comes b e f o r e you 

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

Wolfcamp d e b r i s f l o w s , and we've been t a l k i n g t o 

yo u , and t o an e x a m i n e r some t i m e ago, a b o u t f l o w s 

i n t h i s p a r t i c u l a r a r e a by zone t h a t t e n d e d t o go 

n o r t h e a s t / s o u t h w e s t . We're a l l l o o k i n g f o r t h e same 

t h i n g . We're l o o k i n g f o r t h e t h i c k e s t s e c t i o n o f t h e 

s e c t i o n t h a t i s -- t h a t w i l l b e s t e n a b l e us t o 

d e v e l o p t h e r e s e r v e s under t h e same -- we s u b m i t — 

8 0 - a c r e t r a c t . 

S i n c e t h e e x a m i n e r h e a r i n g has o n l y been 

one b i t o f e v i d e n c e t h a t ' s come b e f o r e you and 

t h a t ' s t h e new i n f o r m a t i o n t h a t r e s u l t e d o f t h e 

d r i l l i n g o f t h e w e l l i n s e c t i o n 5, t h e 5 # 1 , we 

s u b m i t t o you t h a t when you l o o k a t t h e g e o l o g i c a l 
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e x h i b i t s you're going t o see t h a t when you l o o k a t 

th e t h i c k n e s s t h a t was encountered i n t h a t w e l l , i t 

c o n f i r m s t h e i n t e r p r e t a t i o n t h a t was pr e s e n t e d t o 

you and p r e s e n t e d t o Examiner Morrow, and, i n f a c t , 

you have a t h i c k t h a t i s o f f t o the east of t h e 

Hanley l o c a t i o n . 

When you lo o k a t the e x h i b i t s t h e y 

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

Number 2, and then you look a t t h e i r E x h i b i t Number 

7 -- to d a y , those were t h e isopachs maps on the 

p r i m a r y Wolfcamp i n t e r v a l s t h a t we're t a l k i n g 

about -- you see t h a t they've done the o n l y t h i n g 

t h e y can do. They take t h e i r maps and when they 

maybe get up t o where the number f i v e i s , t h e new 

d a t a , t h e y j u s t say i t t u r n s s t r a i g h t e a s t . And I 

say i t ' s p e r p e n d i c u l a r of what they say the t r e n d 

i s , and t h e y have t o . 

Because i f they don't map i t t h a t way, 

th e y have t o move the t h i c k o f f of t h e i r acreage t o 

the west, move i t t o the east on the datum p o i n t s , 

and we submit t o you from our case as we b e l i e v e t h e 

datum on the 5 #1 w e l l which c o n f i r m s our case. 

There's been some pre s s u r e i n f o r m a t i o n here and we, 

a g a i n , submit t h a t t o you. You're w e l l equipped t o 

judge t h e p r e s s u r e data t o conclude i t ; i n f a c t , 
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t h i s i s an area where 80-acre spacing i s 

a p p r o p r i a t e . We submit t o you t h a t i t i s . 

We t h i n k we've made a f u l l r e c o r d , and we 

now t u r n t h e case over t o you and re q u e s t t h a t you 

e n t e r an o r d e r a f f i r m i n g t h e d e c i s i o n of Mr. Morrow, 

who we b e l i e v e c o r r e c t l y honored t h e t e c h n i c a l data 

t h a t ' s been p r e s e n t e d t o you, the data we submit 

t h a t has been c o n f i r m e d by supplemental i n f o r m a t i o n 

a p p l i e d d u r i n g the l a s t t h r e e months. And 

f u r t h e r m o r e , a f f i r m i n g h i s o r d e r w i l l r e s u l t i n an 

e f f i c i e n t and economic development of t h i s 

p a r t i c u l a r p o r t i o n of these r e s e r v o i r s . 

COMMISSIONER LAMAY: Mr. Bruce. 

MR. BRUCE: Mr. Chairman, commissioners. As 

you know, t h e p a r t i e s are here on competing 

a p p l i c a t i o n t o f o r c e p o o l the west h a l f of t h e 

no r t h w e s t q u a r t e r of S e c t i o n 8. We b e l i e v e t h a t t h e 

iss u e s t o be decided by the commission are f i r s t , 

w e l l l o c a t i o n ; two, who operates t h e w e l l , t h r e e , 

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

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

Looking a t w e l l l o c a t i o n I w i l l j u s t 

second what Mr. Carr s a i d . You have two competing 

g e o l o g i c a l i n t e r p r e t a t i o n s i n t he Wolfcamp. I 

b e l i e v e Santa Fe's i n t e r p r e t a t i o n i s c o r r e c t and 
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honors t h e most r e c e n t d a t a , t h e data from t h e 5-1 

w e l l . The d e p o s i t i o n a l t r e n d i s 

n o r t h e a s t / s o u t h w e s t , and t h e r e f o r e , based on t h a t 

t r e n d , Santa Fe's l o c a t i o n w i l l have the t h i c k e r 

c a r b o n a t e . Moving the w e l l t o Hanley's l o c a t i o n , 

you move t o a t h i n n e r c a r b o n a t e , and t h e r e i s water 

r e d u c i n g t h e chances of success of the w e l l . 

S t r u c t u r a l l y , t h e Hanley l o c a t i o n has 

o n l y a minor advantage over Santa Fe, as Mr. Thoma 

t e s t i f i e d , t h a t w i l l have a b s o l u t e l y no e f f e c t --

adverse e f f e c t s -- as f a r as water p r o d u c t i o n i s 

concerned. Basic c o n c l u s i o n i s t h a t Santa Fe's 

l o c a t i o n i s g e o l o g i c a l l y s u p e r i o r t o Hanley's 

l o c a t i o n i n t h e Wolfcamp. This i n t e r p r e t a t i o n , t h i s 

g e o l o g i c a l c o n c l u s i o n , i s r e i n f o r c e d by the 

r e s e r v o i r e n g i n e e r i n g . 

Mr. O f f e n b e r g e r has shown t h a t average 

w e l l s i n t h e poo l d r a i n about 80 a c r e s , and i f 

indeed, l o o k i n g a t Santa Fe's Kachina 8 #1 w e l l , 

t h a t i s not an average w e l l . I t w i l l be d r a i n i n g 

s u b s t a n t i a l l y more than 80 acr e s . He has a l s o shown 

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

severe p r e s s u r e draw down. While t h e r e ' s l i m i t e d 

data i n t h e South Corbin Wolfcamp, these p a r t i e s are 

t r y i n g -- I shou l d say the o p e r a t o r s i n the p o o l --
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are t r y i n g t o develop more of t h a t d a t a . We b e l i e v e 

i t ' s p r e s s u r e draw down as shown c l e a r l y by t h e 

M i t c h e l l w e l l s i n t he Young Wolfcamp. 

Based on t h i s evidence, a l l o w i n g t h e w e l l 

t o be a t Hanley's l o c a t i o n would cause r a p i d -- w e l l 

i n t e r f e r e n c e and r a p i d p r e s s u r e draw down, and we 

b e l i e v e t h a t would r e s u l t i n l o s s of re s e r v e s b o t h 

a t t h e 8 #1 w e l l and a t the proposed 8 #2 l o c a t i o n 

i f i t ' s d r i l l e d a t Hanley's l o c a t i o n . We a l s o 

b e l i e v e t h a t 40-acre nonstandard u n i t i s improper. 

B a s i c a l l y what a l l you r e q u i r e d i s t h a t two w e l l s 

w i l l be r e q u i r e d t o be d r i l l e d on t he west h a l f of 

the n o r t h w e s t q u a r t e r a t $700,000 a w e l l . And we 

t h i n k t h a t i s improper and w i l l cause economic 

waste. 

As f a r as who operates t h e w e l l , we have 

a problem i n t h i s p a r t i c u l a r w e l l because 50 p e r c e n t 

of t h e i n t e r e s t wants Hanley t o operate and 50 

p e r c e n t of the i n t e r e s t wants Santa Fe t o o p e r a t e . 

Both companies, Santa Fe and Hanley, 

o p e r a t e l a r g e numbers of w e l l s , and t h e r e ' s no 

q u e s t i o n t h a t e i t h e r company c o u l d d r i l l and op e r a t e 

the w e l l . But as t o a w e l l i n t h i s p a r t i c u l a r p o o l , 

we b e l i e v e t h a t Santa Fe i s the l o g i c a l o p e r a t o r . 

Santa Fe owns i n t e r e s t i n 3,000 acres i n 
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t h i s a rea, and Hanley owns s o l e l y t h i s 40-acre u n i t , 

t h i s 40-acre q u a r t e r q u a r t e r s e c t i o n . Santa Fe 

opera t e s two w e l l s i n the p o o l s , has p a r t i c i p a t e d i n 

about 10 o t h e r w e l l s w i t h M e r i d i a n , and a l s o p l a n s 

t o d r i l l a d d i t i o n a l w e l l s i n t h i s p o o l , has 

s u b s t a n t i a l undeveloped acreage and they've a l r e a d y 

t e s t i f i e d t h a t they would b u i l d a Kachina 5 #2 w e l l 

i n t h e n o r t h e a s t and the sout h e a s t of s e c t i o n 5. 

We b e l i e v e t h a t Santa Fe's g r e a t e r 

e x p e r i e n c e , g r e a t e r acreage i n t e r e s t i n the area, 

mandated by Santa Fe being made the o p e r a t o r , we 

b e l i e v e i t ' s r e s p e c t f u l l y so t h a t the commission 

chooses Santa Fe's w e l l l o c a t i o n . 

As t o AFEs: The commission can make i t s 

d e c i s i o n , as I noted a t the opening of t h i s case. 

The commission r e a l l y doesn't s e l e c t an AFE. The 

compulsory p o o l i n g o r d e r doesn't s t a t e a w e l l c o s t . 

Rather, t h e o p e r a t o r named i n the or d e r uses i t s AFE 

i f a no n o p e r a t o r i s unhappy w i t h t h e a c t u a l w e l l 

c o s t under t h e expressed terms of the compulsory 

p o o l i n g o r d e r and can l a t e r c h a l l e n g e those w e l l 

c o s t s . 

As t o w e l l c o s t a p p o r t i o n m e n t , 

Mr. Thoma's t e s t i m o n y shows t h a t r e a l l y i n those 

w e l l s t h e o n l y l o g i c a l -- the o n l y proven o b j e c t i v e 
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i s t h e Wolfcamp, and t h e r e f o r e we don't b e l i e v e c o s t 

a p p o r t i o n m e n t i s prop e r . I f t h e r e i s apportionment I 

t h i n k i t would have t o be done i n a p r o s p e c t i v e 

n a t u r e because o b v i o u s l y people are -- i f people can 

d r i l l a w e l l and complete i n the Wolfcamp, i t w i l l 

be q u i t e some time b e f o r e they t r y t o recomplete a 

w e l l . 

And f i n a l l y , as t o r i s k p e n a l t y , 

Mr. Chairman, I t h i n k b o t h p a r t i e s t e s t i f i e d t h a t 

t h e r e i s a s u b s t a n t i a l r i s k going from l o c a t i o n t o 

l o c a t i o n i n t he Wolfcamp. Santa Fe does have a h i g h 

success r a t e , but you never know. The f a c t t h a t you 

can move 40 acres away, or 80 acres away and not get 

a good w e l l , we b e l i e v e i n d i c a t e s f o r t h e maximum 

r i s k p e n a l t y of 200 p e r c e n t . Furthermore, t h e r e i s 

a 5 0 0 - f o o t t e s t on these deep w e l l s . Of course, 

t h e r e ' s always p o t e n t i a l f o r mechanical problems, 

and once a g a i n , we would ask f o r t h e 200 p e r c e n t 

p e n a l t y . Thank you. 

COMMISSIONER LAMAY: Mr. K e l l a h i n : 

MR. KELLAHIN: Thank you, Mr. Chairman. I w i l l 

not presume t o second guess your e x p e r t i s e on t h e 

t e c h n i c a l m a t t e r s p r e s e n t e d e i t h e r b e f o r e Examiner 

Morrow or b e f o r e you today. 

We have put t o g e t h e r i n our b r i e f i n g book 
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t h e d e t a i l s of t h i n g s t h a t we tho u g h t were i m p o r t a n t 

f o r you t o c o n s i d e r . While we have spent v i r t u a l l y 

no t i m e today t a l k i n g about t h e chro n o l o g y of 

n e g o t i a t i o n s between t h e p a r t i e s , do not 

misunderstand t h e s i g n i f i c a n c e of what o c c u r r e d . 

From my p e r s p e c t i v e I p e r c e i v e t h e l i t t l e 

guy b e i n g beat on by the b i g guys. I t i s of 

importance t o me t o know t h a t Hanley was t h e r e f i r s t 

w i t h a 40-acre f e d e r a l l e a s e . We've been i n v o l v e d 

i n e x p l o r a t i o n . 

What are Mr. Robbins and h i s people going 

t o do w i t h 40 acres? I t ' s a w f u l tough. They can 

spend t h e i r resources and they can d r i l l a w e l l , and 

i f t h e y ' r e s u c c e s s f u l they have no development 

p o t e n t i a l s i n which t o share i n t h a t r i s k . They are 

i n a dilemma i n t h a t t h e y have Bone Springs p o o l s t o 

the east and t o the west of them, and th e y have a 

Wolfcamp p o o l t o the sou t h . What you do i s what they 

d i d . 

A f t e r a c q u i r i n g t h e i r lease t h e y b i d on 

the r e s t of t h e h a l f s e c t i o n , t h e n o r t h h a l f of 

s e c t i o n 8 a t t h e time Hanley a c q u i r e d t h e i r l e a s e . 

I t was unleased f e d e r a l acreage. What do you do? 

You don't d r i l l t h a t e x p l o r a t i o n w e l l on your 40 

acres and prove up undeveloped f e d e r a l acreage. You 
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h o l d your cards and you w a i t t o see i f you can get 

some more p r o p e r t y t o g i v e y o u r s e l v e s some room t o 

work i n . 

They went t o the lease s a l e i n August of 

1990, and t h e y were o u t b i d by Santa Fe and Heyco. 

And l o o k what Santa Fe t e l l s you. They 

c o n t r o l i n t e r e s t i n some 3,000 acr e s . They're 

i r r i t a t e d t h a t we're here a t a l l . What d i d t h e y do? 

The c h r o n o l o g y i s r e a l l y v e r y i n t e r e s t i n g . They 

d r i l l e d t h i s Wolfcamp w e l l , t h e Kachina 8 w e l l , t h e y 

s e t down t h e r e and they take a p r o d u c t i o n t e s t on 

t h i s and say, "Do we have a w o n d e r f u l w e l l , or 

what? " They don't complete i t . They don't f o l l o w 

these r e p o r t s . They take t h i s p o t e n t i a l , and the 

next t h i n g t h e y do, they f i r e o f f a l e t t e r t o Hanley 

on November 12, 1990. They don't worry about t h e 

r e s t of t h i s o r d e r l y development i n the C o r b i n 

Wolfcamp on 80-acre d i a g o n a l spacing and go about 

d r i l l i n g these o t h e r w e l l s . 

They've got t h e i r Kachina 8-1 w e l l i n 

which t h e y have 50 p e r c e n t , Heyco has 50 p e r c e n t , 

and t h e next t h i n g they do i s send Hanley a l e t t e r 

s a y i n g , "Farmout out and j o i n us or p a r t i c i p a t e . " 

And what does Hanley do? Seven days l a t e r t h e y ask 

them back and say, "We're c o n s i d e r i n g t h e Bone 
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Springs on our 40 acres. Would you please t e l l us a 

l i t t l e b i t about t h e 8-1 w e l l so we can make an 

i n f o r m e d judgment about whether we should c o n t r i b u t e 

our acreage w i t h yours i n the south h a l f ? What 

sho u l d we do?" 

The next t h i n g t h a t happens i s they w r i t e 

them back and say, "No. You can't have t h e 

i n f o r m a t i o n ; choose." And so Hanley must choose i n 

a vacuum. Well t h e y don't choose. They again ask 

f o r d a t a . The next t h i n g t h a t happens i n t h e 

sequence? Santa Fe h i t s them w i t h a compulsory 

p o o l i n g a p p l i c a t i o n . What do we do? We have t o come 

t o t h e commission t o get a subpoena t o get the 

i n f o r m a t i o n on the 8-1 w e l l so we can make an 

i n f o r m e d c h o i c e . That's what's going on out here. 

Hanley wants t o develop t h e i r acreage, 

but t h e y would l i k e t o do i t i n an i n f o r m e d way. The 

compulsory p o o l i n g case i s r i g h t a f t e r us. I t ' s 

docketed f o r t h e 10th of January 1990. We have no 

ch o i c e b u t t o respond. We want o p e r a t i o n s , we want 

a chance t o p a r t i c i p a t e i n t h i s , and so we f i l e a 

competing p o o l i n g a p p l i c a t i o n , a b s o l u t e l y b l i n d , 

w i t h o u t data or i n f o r m a t i o n . We want t o g i v e t h e 

examiner a c h o i c e . 

As a r e s u l t of the subpoena we f i n a l l y 
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get some of the i n f o r m a t i o n . We get some more on 

the 8-1 w e l l and some p r o d u c t i o n i n f o r m a t i o n , and 

when we have t h a t i n f o r m a t i o n , Mr. Robbins says, 

" I t ' s obvious t o me. Holy smokes. My 40 acres i s 

t e r r i f i c . That w e l l ought t o be on my t r a c t . " 

And we im m e d i a t e l y do t h a t . He f i r e s o f f 

a l e t t e r and we ask them t o move the w e l l l o c a t i o n . 

"We want t o o p e r a t e . Let's put i t upon us. Le t ' s 

have t h e best chance f o r success i n t h i s r i s k y 

area." "No. We don't want t o do t h a t . " So we 

f i n a l l y g et down t o Examiner Morrow and we do the 

same t h i n g we've done here today, except he d i d n ' t 

decide t h e case on the m e r i t . He accepted t h i s 

d i a g o n a l 80-acre o f f s e t h y p o t h e t i c a l p a t t e r n as t h e 

d e c i d i n g component i n t h i s case. What a t e r r i b l e 

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

What do we do? We come up t o the 

commission and how do we get i n f o r m a t i o n on t h e next 

w e l l , Santa Fe, the 5-1, the next key w e l l t h a t 

helps us determine some of the o r i e n t a t i o n , some of 

the key t h i n g s we've been f u s s i n g about? 

Some of the t h i n g s Mr. Thoma has used and 

i n t e g r a t e d i n h i s g e o l o g i c d i s p l a y s he showed you 

today. We've got a subpoena a g a i n . And we get t h e 

lo g s and some of the data on Tuesday a t 11 o ' c l o c k . 
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We t h i n k t h e s o l u t i o n i s t o s p l i t t h i s acreage and 

l e t us d r i l l our 40 a c r e s , and l e t them d r i l l 

t h e i r s . You don't have t o decide t h e geology. Let 

these people put t h e i r money where the y t h i n k t h e i r 

t e c h n i c a l data demonstrates t h e y ought t o put i t . 

Mr. Robbins i s w i l l i n g t o put h i s money 

on h i s 40-acre t r a c t . Let him put i t up t h e r e and 

l o s e i t or w i n . Let him have h i s chance. I t ' s h i s 

o n l y chance, and l e t Heyco and Santa Fe do whatever 

the y need t o do i n the r e s t of t h i s 3,000 a c r e s . But 

t h i s i s a unique problem t h a t demands a unique 

s o l u t i o n , and have we caused waste w i t h t h a t 

s o l u t i o n ? I t h i n k n o t . 

Mr. Huck t e l l s us he b e l i e v e s n o t , 

e m p h a t i c a l l y n o t . He has determined f o r you t h a t he 

has some 260,000 b a r r e l s of o i l he t h i n k s he can 

re c o v e r a t h i s l o c a t i o n . I t ' s t e r r i b l y i m p o r t a n t t o 

him. These pods we've t a l k e d about have 

s i g n i f i c a n c e t o him because he wants t o be on the 

n o r t h e r n s i d e of these pods. The south s i d e , he 

says, i s a tremendous r i s k . He's got a water 

problem t h a t he's got one shot t o dea l w i t h , and he 

wants t o d e a l w i t h i t on h i s best s t r u c t u r a l 

campian. 

These pods have an i n t e r e s t i n g 
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o r i e n t a t i o n t o i t . T here may be a t h i c k n e s s i n t h e 

c a r b o n a t e s n o r t h and s o u t h , b u t l o o k a t t h e 

e a s t / w e s t r e l a t i o n s h i p . I s n ' t i t o n l y f a i r t h a t 

H a n l e y g e t s t o have a w e s t o f f s e t t o t h e K a c h i n a 8-1 

w e l l ? And i s t h a t g o i n g t o m a t t e r ? I t d o e s n ' t 

m a t t e r t o Mr. Huck. He says t h a t based upon h i s 

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

d e v e l o p i n g 80 a c r e s . A s u b s t a n t i a l number a r e d o i n g 

40. T h e r e ' s tremendous t h i c k n e s s . 

Santa Fe e n g i n e e r s want you t o b e l i e v e 

b a s e d , upon a one sample i n t h i s p o o l o f 

i n t e r f e r e n c e f o r w h i c h Mr. Lamay had some c o n c e r n s , 

t h a t , i n f a c t , i t may s i m p l y be a t i m e zone y o u ' r e 

s e e i n g . And t h e y want t o t e l l you t h a t we oppose o f 

t h i s t o them and p u t t h e w e l l i n t h e wrong p l a c e . I 

t h i n k n o t . L e t us have t h a t chance. 

You can see f r o m y o u r own g e o l o g y and 

f r o m y o u r own e x p e r i e n c e , t h i s i s a t e r r i b l y 

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

40 a c r e s , o r d i r e c t on 40 a c r e s , e v e r y one o f t h e s e 

w e l l b o r e s i s e n c o u n t e r i n g a d i f f e r e n t Wolfcamp 

c r e a t u r e when i t f i n d s i t . G i v e us o u r c hance. G i v e 

Mr. Robbins a chance t o make t h a t m i l l i o n d o l l a r s he 

t h i n k s t h a t he can e a r n o f f o f t h i s w e l l . 

C o r r e s p o n d i n g l y , Mr. Huck says t h e r e i s 
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p o t e n t i a l i n t h e s o u t h 40. H i s e c o n o m i c s , i f you 

b e l i e v e h im on a n y t h i n g , you need t o f o l l o w t h a t t o 

i t ' s l o g i c a l c o n c l u s i o n . He says t h e r e ' s 130,000 

b a r r e l s o f o i l f o r Santa Fe a t t h e i r l o c a t i o n . 

T h a t ' s e c onomic. L e t them do i t down t h e r e , b u t 

i s n ' t i t w o n d e r f u l t h a t t h e y have t h e o p p o r t u n i t y t o 

s p r e a d t h e i r r i s k ? They can s p r e a d i t t h r o u g h o u t 

t h i s p o o l on some 3,000 a c r e s , and y e t t h e y won't 

g i v e us a chance on o u r 40 i n w h i c h t h e y w i l l have 

25 p e r c e n t a t t h e same t i m e t h e y c o n t i n u e t o p r o d u c e 

t h i s w o n d e r f u l w e l l i m m e d i a t e l y t o t h e e a s t o f us 

w h i c h t h e y have a t 50 p e r c e n t . 

But I t h i n k i t ' s o n l y f a i r t o deny b o t h 

o f t h e s e a p p l i c a t i o n s and l e t us have a chance f o r a 

n o n s t a n d a r d p r o r a t i o n u n i t . I f you l o o k a t t h e 

r u l e s , t h e r u l e s say t h a t ' s a f a i r chance. I f you 

l o o k a t t h e t r a n s c r i p t s on t h i s s p a c i n g c a s e , i t ' s a 

f a i r c h ance. Look a t r u l e two and t h r e e , t h e v e r y 

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

I t d o e s n ' t say y o u ' r e g o i n g t o have s t a n d 

up 80s and y o u ' l l have t h e s e w e l l s i n t h e d i a g o n a l 

4 0 - a c r e t r a c t . We've g o t some o f t h o s e r u l e s 

a r o u n d . You d o n ' t have i t h e r e ; r i g h t f u l l y so. I t ' s 

t e r r i b l y c o m p l i c a t e d . These t h i n g s d o n ' t have l a r g e 

a e r i a l e x t e n d s . I n t h e r u l e i t s e l f , i t ' s an 
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i n t e r e s t i n g r u l e . I t ' s not ve r y c o m p l i c a t e d . Rule 

two: "Provided/ however, t h a t n o t h i n g c o n t a i n e d 

h e r e i n s h a l l be co n s t r u e d as p r o h i b i t i n g t h e 

d r i l l i n g of a w e l l on each of the q u a r t e r q u a r t e r 

s e c t i o n s i n the u n i t . " Please g i v e us t h a t chance. 

COMMISSIONER LAMAY: Mr. K e l l a h i n , are t h e r e 

a d d i t i o n a l statements i n t h i s case? I f n o t , we 

s h a l l t a k e i t under advisement. Thank you, 

gentlemen. 

(The f o r e g o i n g h e a r i n g was concluded a t t h e 

approximate hour of 5:30 p.m.) 
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